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Unaudited Consolidated Statement of Profit or Loss
AEBERGERIER

For the six months ended 30 June 2018 #Z2 —F— \FXA=+H I/~ EA

The board of directors (the “Board”) of VSTECS Holdings Limited (the EHEREBRERAG(AQA)EFE
“Company”) is pleased to present the interim report (the “Interim Report”) ([EE & [)MARHEALARTNLREWE R
which contains the unaudited condensed consolidated financial statements (I AE@E HEBEE - ZT—NFA=Z+
of the Company and its subsidiaries (collectively referred to as the “Group”) HIEAEAZ AKX EREREATBRER
and selected explanatory notes (collectively the “Interim Financial Report”) &EFE 2 REME(SBIPHBEB®RE )2

for the six months ended 30 June 2018 as follows:

hEmRE ([P HRE DT

Unaudited
Six months ended 30 June
REBEZX
BZEXA=1+HIEAEA

2018 2017

—E-N\F —F—tF

Note HK$’000 HK$’000

B 5T FET FHETT

Revenue Wz 3 27,942,574 24,001,194

Cost of sales SHERAR (26,688,511) (23,027,324)

Gross profit EF 1,254,063 973,870

Other gains, net E A FEE 4 4,225 11,867

Selling and distribution expenses HE RO HRX (455,517) (355,515)

Administrative expenses TEEX (256,843) (196,558)

Operating profit KR 5 545,928 433,664

Finance costs W% & R 6 (119,965) (94,708)

Share of associates’ profits DG R B T 25,219 19,456

Share of a joint venture’s loss PMEGEREERE (3,199) (2,826)

Profit before taxation B F5 Bz 7 447,983 355,589

Taxation IE 7 (86,007) (90,041)

Profit for the period BRI 7 361,976 265,548

Attributable to: LT AR :

Equity shareholders of the Company RATERFFEA 361,976 265,548
Earnings per share (HK cents per share) BREF (FRABW) 8

— Basic —HK 25.22 cents 1l | 18.72 cents

— Diluted — 5 25.18 cents fill | 18.70 cents 1l

The notes on pages 11 to 48 form part of this Interim Financial Report. FANE48 B Z M sF B AR B 53R & — &
e

7]
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Unaudited Consolidated Statement of Other Comprehensive Income

ARERGEEHMZERAR

For the six months ended 30 June 2018 #Z —Z— A\FXA=+HE/~EA

Unaudited
Six months ended 30 June
REER

BZEXRA=tTHLXEAR
2018 2017
—B-N\F —E—tF
HK$’000 HK$’000
FTHERT FHET
Profit for the period B A 361,976 265,548

Other comprehensive income for the period, HANEMEEmBA

net of tax: B -

Exchange differences MEH ZERE (79,249) 188,163
Total comprehensive income for the period HRNE2ERALE 282,727 453,711
Attributable to: AR ARG

Equity shareholders of the Company RAFREEFA A 282,727 453,711
The notes on pages 11 to 48 form part of this Interim Financial Report. FUIEA8BE W B AP B KRS — 56
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Unaudited Consolidated Statement of Financial Position

REERERE MR R &R

As at 30 June 2018 R=Z— \FXA=+H

Unaudited Audited
As at As at
30 June 31 December
2018 2017
REER KEZ
R-ZZE—NEF RZZ—+F
NB=+H| +=ZA=+—H
Note HK$’000 HK$’000
B 5T FHET FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BRENEE 9 460,746 463,372
Goodwill EES 320,314 322,995
Interests in associates REEE R A RS 892,022 868,238
Interest in a joint venture NE SN ERS 40,384 43,844
Deferred expenses EIEF S 3,260 5,145
Deferred tax assets BIERIBEE 88,572 88,867
1,805,298 1,792,461
CURRENT ASSETS RENEE
Trade and other receivables B 5 I E Ath FEUFRIA 10 12,264,262 12,616,145
Inventories FE 4,679,290 4,263,699
Cash and cash equivalents BeRIREEED 1,362,963 1,981,047
18,306,515 18,860,891
TOTAL ASSETS BmERE 20,111,813 20,653,352
EQUITY Py
Share capital &N 11(a) 146,388 145,986
Reserves R 4,766,145 4,688,728
TOTAL EQUITY BEER 4,912,533 4,834,714
NON-CURRENT LIABILITIES FREBAEES
Contract liabilities AHEE 4,303 -
Deferred income B - 6,821
Borrowings BE 13 835 642
Deferred tax liabilities EERIEEE 37,239 35,902
42,377 43,365
CURRENT LIABILITIES REBEE
Trade and other payables B 5 R E M EA R 12 8,565,522 8,994,783
Contract liabilities EHaRE 4,468 -
Borrowings EBE 13 6,452,084 6,641,918
Taxation payable AR 134,829 138,572
15,156,903 15,775,273
TOTAL LIABILITIES o h=R 15,199,280 15,818,638
TOTAL EQUITY AND LIABILITIES EERaEHEHE 20,111,813 20,653,352
NET CURRENT ASSETS REBEEFRE 3,149,612 3,085,618
TOTAL ASSETS LESS CURRENT LIABILITIES #&EERABAS 4,954,910 4,878,079

The notes on pages 11 to 48 form part of this Interim Financial Report.
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Unaudited Condensed Consolidated Cash Flow Statement

ARERERGFEREREBERR

For the six months ended 30 June 2018 & Z=—Z— \FxA=1+HI/<EA

Unaudited
Six months ended 30 June
REER
BZEXRA=tTHLAEAR
2018 2017
—E-N\F —F—tF
HK$’000 HK$’000
FHET FHEIT
Operating activities ReEER
Net cash used in operations KEMACIRE F5E (149,178) (924,019)
Tax paid BR#HIE (88,466) (58,457)
Net cash used in operating activities KETEBFTACESFE (237,644) (982,476)
Investing activities REEF
Net cash (used in)/generated from REEE(FTH), s
investing activities ZHERE (9,060) 10,046
Financing activities REEE
New bank borrowings FILIRITIEE 6,786,742 4,802,385
Repayment of bank borrowings BRIRTEE (6,974,430) (4,301,000)
Interest paid [SERES (119,968) (94,705)
Other cash flows arising from financing activities gi&/ESELS 7 EMIRERE 10,282 15,792
Net cash (used in)/generated from BEES (FTA)Fii8
financing activities ZIREEEE (297,374) 422,472
Net decrease in cash and RERBESEEY
cash equivalents W FEE (544,078) (549,958)
Cash and cash equivalents at 1 January R—B—BAzZBEER
REeEZEY 1,981,047 1,980,026
Effect of foreign exchange rate changes Exgg g (74,006) 245,233
Cash and cash equivalents at 30 June RAA=Z+HZEER
REeEEY 1,362,963 1,675,301

Cash and cash equivalents represents short-term bank deposits and cash

at bank and in hand.

The notes on pages 11 to 48 form part of this Interim Financial Report.
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Unaudited Consolidated Statement of Changes in Equity
AEERGEERBEIRE
AR

For the six months ended 30 June 2018 #Z =T — N\FXA=1+HIL~EA

Total equity

and equity

attributable to

Capital the Company's

Share Share  redemption Capital General  Translation Other Deferred Retained equity
capital premium reserve reserve reserve reserve reserve reserve eamings  shareholders
BREER

KhARE

B RbEE  EXRESE Exiih -k ENRf i i RERN KEAR(GRE
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HK$ 000 HKS'000 HKS'000 HKS'000 HKS'000
Tn Tén Tn Tn Tn Thn Tn Thn Tén Thn

Balance as at 1 Janvary 2018 #=2-/\E-F-A

B4 145,986 852,070 .24 11,604 147,592 (3,832 (84,239) (68,386) 3,816,675 4,834,114
Proft for the period - - - - - - - - 361,976 361,976
Other comprehensive income £t - - - - - (79,249) - - - (79,249)
Total comprehensive incomg &
for the period - - - - - (79,249) - - 31,976 22,727
Transfer of resene - - - - 92 - - - 92 -
Dividend declared (note 11(b)) - - - - - - - - (215,190) (215,190)
Share options exercised 442 13,738 - (4.834) - - - - - 9,346
Vesting of defered shares— ETREE - - - - - - - 2,500 - 2,500
Shares repurchased BREERA
- Par value -EE (40) - - - - - - - - (40)
- Premium paid -B1EE - - - - - - - - (1,524) (1,524)
- Transfer between resenves - EERER - - 4 - - - - - (40) -
Balence asat 30 June 2018 #=E-/\F/A=1H
i3 146,388 865,808 7,284 6,770 147,684 (83,081) (84,239) (55,886) 3,961,805 4912533
Total equity
and equity
attributable to
Capttal the Company's
Share Share redemption Capital General Tranglation Other Deferred Retained equiy
capial premium Teserve reserve Tesenve reserve Tesenve Teserve eamings s;qr\eho\%ers
i3 )

LY\

iz RiEE  AtEDRE Yt R Bk EhEE i REEH BEARLER
HKS 000 HS 000 HS 000 HKS 000 HS 000 HKS000 HKS 000 HKS 000 HS 000 HKS 000
T T T T T4 TR T TR TEn TR

Belance as at 1 January 2017 =5 —+%-A—H

L8 145,440 833,782 1212 18870 123,060 (408.492) (84,239) (76,741) 3,304,746 3,863,638
Proft for the perod B - - - - - - - - 265,548 265,548
Other comprehensive income 2 EUA - - - - - 183,163 - - - 188,163

Total comprehensive income.~ SRAEN L%

for the period - - - - - 168,163 - - 205,548 453711
Dividend declared (note 11(b)) - - - - - - - - (180,406) (180,406)
Share options exercised 8 1983 - (562) - - - - - 1,069
Share options lapsed - - - (1,125) - - - - 112 -
Deferred shares purchased - - - - - - - (9,569) - (9,669)
Vesting of defered shares EERIEE - - - - - - - 209 - 2,09
Balnce asat 30 ne 017 R-F—LERAZTE

LEH 145,488 835,360 1212 17183 123,060 (220329 (84,239) (62,018) 3,301,013 415273
The notes on pages 11 to 48 form part of this Interim Financial Report. FI1E48B MR AT HE B3R &E — 36
5 o
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Notes to the Unaudited Interim Financial Report

RAEF XS ﬁﬁiﬁiﬁﬁ

Basis of presentation and accounting policies

This Interim Financial Report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited, including
compliance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). The Interim Financial Report was
authorised for issuance on 28 August 2018 and should be read in
conjunction with the consolidated financial statements for the year
ended 31 December 2017.

The Interim Financial Report has been prepared in accordance with
the same accounting policies adopted in the consolidated financial
statements for the year ended 31 December 2017 except for
accounting policy changes that are expected to be reflected in the
2018 annual financial statements. Details of any changes in accounting
policies are set out in note 2.

The preparation of the Interim Financial Report in conformity with
HKAS 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 basis. Actual results may differ from these estimates.

1.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

12 VSTECS Holdings Limited

Basis of presentation and accounting policies

(continued)

The Interim Financial Report contains condensed consolidated financial
statements and selected explanatory notes. The notes include an
explanation of events and transactions that are significant to an
understanding of the changes in financial position and performance
of the Group since the consolidated financial statements for the
year ended 31 December 2017. The condensed consolidated interim
financial statements and notes thereon do not include all of the
information required for a full set of financial statements prepared in
accordance with HKFRSs.

The Interim Financial Report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of interim financial information performed
by the independent auditor of the entity” issued by the HKICPA.
KPMG’s independent review report to the Board of Directors is
included on page 49.

The financial information relating to the financial year ended 31
December 2017 that is included in the Interim Financial Report as being
previously reported information does not constitute the Company’s
statutory financial statements for that financial year but is derived from
those financial statements. Statutory financial statements for the year
ended 31 December 2017 are available at the Company’s Hong Kong
registered office. The auditors have expressed an unqualified opinion
on those financial statements in their report dated 20 March 2018
and did not include a reference to any matters to which the auditor
drew attention by way of emphasis without qualifying their report.

Interim Report 2018
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Notes to the Unaudited Interim Financial Report (continued)

KT DB S 3R & MY R (&)
N

2. Changes in accounting policies

(@

Overview

The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for the current
accounting period of the Group. Of these, the following
developments are relevant to the Group’s financial statements:

. HKFRS 9, Financial instruments
° HKFRS 15, Revenue from contracts with customers
° HK(IFRIC) 22, Foreign currency transactions and advance

consideration

The Group has not applied any new standard or interpretation

that is not yet effective for the current accounting period.

Details of the changes in accounting policies are discussed in
note 2(b) for HKFRS 9 and note 2(c) for HKFRS 15.

2.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinved) 2 BFHEXEH
(b) HKFRS 9, Financial instruments (b)) EEBEBMBHREEAFO
3o &®MIA
HKFRS 9 replaces HKAS 39, Financial instruments: recognition BEAUBHREEANFIFNARA
and measurement. It sets out the requirements for recognising BEETEAEI9% - @ T A :
and measuring financial assets, financial liabilities and some MREFE - LEREHIHBE
contracts to buy or sell non-financial items. E VBEERETESHSH

HEARHZHERRFTERNR -

The Group has applied HKFRS 9 retrospectively to items that AEEREBERERR - —
existed at 1 January 2018 in accordance with the transition NFEF—A—BEFEZEEEY
requirements whereby any cumulative effect of initial application JERBEAEMBRESEAFEIR - &
is recognised as an adjustment to the opening equity at 1 I BXEAZAMNEEE R
January 2018. Therefore, comparative information continues RER_ZE—N\NF—A—B#AE
to be reported under HKAS 39. R c At - hREMEE

RIEFEGFTEAEINR2Z]H -
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

2. Changes in accounting policies (ontinuea)

(b)

HKFRS 9, Financial instruments (continued)

The adoption of HKFRS 9 does not have any material impact
on the financial position and the financial result of the Group.
Further details of the nature and effect of the changes to previous
accounting policies and the transition approach are set out
below:

(M

Classification of financial assets and financial
liabilities

HKFRS 9 categories financial assets into three principal
classification categories: measured at amortised cost, at
fair value through other comprehensive income (FVOCI)
and at fair value through profit or loss (FVPL). These
supersede HKAS 39’s categories of held-to-maturity
investments, loans and receivables, available-for-sale
financial assets and financial assets measured at FVPL. The
classification of financial assets under HKFRS 9 is based
on the business model under which the financial asset is
managed and its contractual cash flow characteristics.

Non-equity investments held by the Group are classified
into one of the following measurement categories:

- amortised cost, if the investment is held for the
collection of contractual cash flows which represent
solely payments of principal and interest. Interest
income from the investment is calculated using the
effective interest method;
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinuec)

(b) HKFRS 9, Financial instruments (continued)

()  Classification of financial assets and financial
liabilities (continued)

16 VSTECS Holdings Limited

FVOCI - recycling, if the contractual cash flows
of the investment comprise solely payments of
principal and interest and the investment is held
within a business model whose objective is achieved
by both the collection of contractual cash flows and
sale. Changes in fair value are recognised in other
comprehensive income, except for the recognition
in profit or loss of expected credit losses, interest
income (calculated using the effective interest
method) and foreign exchange gains and losses.
When the investment is derecognised, the amount
accumulated in other comprehensive income is
recycled from equity to profit or loss; or

FVPL, if the investment does not meet the criteria
for being measured at amortised cost or FVOCI
(recycling). Changes in the fair value of the investment
(including interest) are recognised in profit or loss.

Interim Report 2018
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Notes to the Unaudited Interim Financial Report (continued)

KT DB S 3R & MY R (&)
N

2. Changes in accounting policies (ontinuea)

(b) HKFRS 9, Financial instruments (continued)

(M

Classification of financial assets and financial
liabilities (continued)

An investment in equity securities is classified as FVPL
unless the equity investment is not held for trading
purposes and on initial recognition of the investment the
Group makes an election to designate the investment at
FVOCI (non-recycling) such that subsequent changes in
fair value are recognised in other comprehensive income.
Such elections are made on an instrument-by-instrument
basis, but may only be made if the investment meets the
definition of equity from the issuer’s perspective. Where
such an election is made, the amount accumulated in
other comprehensive income remains in the fair value
reserve (non-recycling) until the investment is disposed of.
At the time of disposal, the amount accumulated in the
fair value reserve (non-recycling) is transferred to retained
earnings. It is not recycled through profit or loss. Dividends
from an investment in equity securities, irrespective of
whether classified as at FVPL or FVOCI (non-recycling),
are recognised in profit or loss as other income.

Under HKFRS 9, derivatives embedded in contracts
where the host is a financial asset in the scope of the
standard are not separated from the host. Instead, the
hybrid instrument as a whole is assessed for classification.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinuec)

(b) HKFRS 9, Financial instruments (continued)

(M

18 VSTECS Holdings Limited

Classification of financial assets and financial
liabilities (continued)

As at 30 June 2018, the Group have investments in certain
unlisted equity securities held for strategic purposes that
were previously measured at cost at each reporting date
under HKAS 39 have been designated at FVOCI (non-
recycling) (see note 14(iii)). The difference between the
previous carrying amount and fair value have no significant
financial impacts to the opening reserves as at 1 January
2018.

The Group did not designate any financial asset or financial
liability at FVPL at 1 January 2018.

Credit losses

HKFRS 9 replaces the “incurred loss” model in HKAS 39
with the ECL model. The ECL model requires an ongoing
measurement of credit risk associated with a financial
asset and therefore recognises ECLs earlier than under
the “incurred loss” accounting model in HKAS 39.

Interim Report 2018
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

2. Changes in accounting policies (ontinuea)

(b) HKFRS 9, Financial instruments (continued)

(i

Credit losses (continued)

The Group applies the new ECL model to the financial
assets measured at amortised cost (including cash and
cash equivalents, trade and other receivables and loan to
an associate). Financial assets measured at fair value are
not subject to the ECL assessment.

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all
expected cash shortfalls (i.e. the difference between the
cash flows due to the Group in accordance with the
contract and the cash flows that the Group expects to
receive). The expected cash shortfalls are discounted
using appropriate discount rates where the effect of
discounting is material.

The maximum period considered when estimating ECLs
is the maximum contractual period over which the Group
is exposed to credit risk. In measuring ECLs, the Group
takes into account reasonable and supportable information
that is available without undue cost or effort. This includes
information about past events, current conditions and
forecasts of future economic conditions.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinved) 2 BFHEXEH
(b) HKFRS 9, Financial instruments (continueq) (b)) EEBEBMBHREEAFO
W% M IR
(i)  Credit losses (continued) (i) EEBHE#E)
ECLs are measured on either of the following bases: BHEEBBEER T EAF
—EEEHE
- 12-month ECLs: these are losses that are expected - 12BRAZEHEEHS
to result from possible default events within the 12 B BEHREAT®REBE
months after the reporting date; and 1218 A A gE B A
ZENEHEMEBRZE
B R
- lifetime ECLs: these are losses that are expected
to result from all possible default events over the - BEAFEHCEHEE
expected lives of the items to which the ECL model BB BETEZERA
applies. TEEEEBEER 218
BEaEEREENFERA
FTBRIEEEZENS

HmEH B8 -

Loss allowances for trade receivables are always BEHEWRIB  EEHE—
measured at an amount equal to lifetime ECLs and are EAESREEFERS
estimated using a provision matrix based on the Group’s HEEEBBEzZ28TE
historical credit loss experience, adjusted for factors that FAEERAEBEBEREE
are specific to the debtors and an assessment of both EIELH  BEEREEITH
the current and forecast general economic conditions at B UWiREHREEHETA
the reporting date. 2 8 B & I ¥ & A A0 78 A
BREBERN 2T EETH
#=® o
For all other financial instruments, the Group recognises a ERFBEHEMERMTIA - K
loss allowance equal to 12-month ECLs unless there has EeUEER121E A & 5
been a significant increase in credit risk of the financial EEFBZERRBESB
instrument since initial recognition, in which case the loss B’ BRFEFZEMIAEZE
allowance is measured at an amount equal to lifetime EEPE B 15 R R EE Y
ECLs. meERBERT  BEGE

SUAREREBFEYEN
EEEBBEZSETE -
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Notes to the Unaudited Interim Financial Report (continued)
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2. Changes in accounting policies (ontinuea)

(b) HKFRS 9, Financial instruments (continued)

(i

Credit losses (continued)

In assessing whether the credit risk of a financial instrument
has increased significantly since initial recognition, the
Group compares the risk of default occurring on the
financial instrument assessed at the reporting date with
that assessed at the date of initial recognition. In making
this reassessment, the Group considers that a default
event occurs in certain circumstances including the
borrower is unlikely to pay its credit obligations to the
Group in full, without recourse by the Group to actions
such as realising security (if any is held).

The Group considers both quantitative and qualitative
information that is reasonable and supportable, including
historical experience and forward-looking information that
is available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly since initial recognition:

- failure to make payments of principal or interest on
their contractually due dates;

- an actual or expected significant deterioration in
a financial instrument’s external or internal credit
rating (if available);

- an actual or expected significant deterioration in the
operating results of the debtor; and
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Notes to the Unaudited Interim Financial Report (continued)

AEERLD RS M (R)

2. Changes in accounting policies (ontinuec)

(b)

22 VSTECS Holdings Limited

HKFRS 9, Financial instruments (continued)

(i

Credit losses (continued)

- existing or forecast changes in the technological,
market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to
meet its obligation to the Group.

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a collective
basis, the financial instruments are grouped based on
shared credit risk characteristics, such as past due status
and credit risk ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since initial
recognition. Any change in the ECL amount is recognised
as an impairment gain or loss in profit or loss. The Group
recognises an impairment gain or loss for all financial
instruments with a corresponding adjustment to their
carrying amount through a loss allowance account.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset
is credit-impaired,
calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial asset.

in which case interest income is

Interim Report 2018
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

2. Changes in accounting policies (ontinuea)

(b) HKFRS 9, Financial instruments (continued)

(i

Credit losses (continued)

At each reporting date, the Group assesses whether
a financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows of
the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes
the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or delinquency
in interest or principal payments;

- it becoming probable that the borrower will enter
into bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; or

- the disappearance of an active market for a security
because of financial difficulties of the issuer.

The gross carrying amount of a financial asset is written
off (either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case
when the Group determines that the debtor does not have
assets or sources of income that could generate sufficient
cash flows to repay the amounts subject to the write-off.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinuec)

(b) HKFRS 9, Financial instruments (continued)

(i

(i)

24 VSTECS Holdings Limited

Credit losses (continued)

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.

As a result of the above changes in accounting policy,
the Group has assessed the ECLs of the financial assets
measured at amortised cost at 1 January 2018 and
concluded that there had been no significant financial
impacts to the Group’s financial position at 1 January
2018.

Transition

Changes in accounting policies resulting from the adoption
of HKFRS 9 have been applied retrospectively, except as
described below:

- Information relating to comparative periods has not
been restated. Differences in the carrying amounts
of financial assets resulting from the adoption of
HKFRS 9 are recognised in retained earnings and
reserves as at 1 January 2018, which is immaterial in
the financial statements. Accordingly, the information
presented for 2017 continues to be reported under
HKAS 39 and thus may not be comparable with the
current period; and

- the determination of the business model within
which a financial asset is held based on the facts
and circumstances that existed at 1 January 2018
(the date of initial application of HKFRS 9 by the
Group).

Interim Report 2018
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Notes to the Unaudited Interim Financial Report (continued)
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2. Changes in accounting policies (ontinuea)

(©)

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts with
customers. HKFRS 15 replaces HKAS 18, Revenue, which
covered revenue arising from sale of goods and rendering of
services, and HKAS 11, Construction contracts, which specified
the accounting for construction contracts.

The Group has elected to use the cumulative effect transition
method whereby any cumulative effect of initial application
is recognised as an adjustment to the opening equity at 1
January 2018. Therefore, comparative information continues
to be reported under HKAS 18.

The adoption of HKFRS 15 does not have any material impact
on the financial position and the financial result of the Group.
Further details of the nature and effect of the changes on
previous accounting policies are set out below:

()  Timing of revenue recognition

Previously, revenue arising from provision of services was
recognised over time, whereas revenue from sale of goods
was generally recognised at a point in time when the risks
and rewards of ownership of the goods had passed to
the customers.

Under HKFRS 15, revenue is recognised when the
customer obtains control of the promised good or service
in the contract. This may be at a single point in time or over
time. HKFRS 15 identifies the following three situations in
which control of the promised good or service is regarded
as being transferred over time:
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Notes to the Unaudited Interim Financial Report (continued)

AEERLD RS M (R)
A

2. Changes in accounting policies (ontinved) 2 BFHEXEH
(c) HKFRS 15, Revenue from contracts with customers (c) BBMK #b’z HERIZE15
(continued) 5 0 KRB AT
Z W)
()  Timing of revenue recognition (continued) (i) WaEREMREE)
A.  When the customer simultaneously receives and A, EXFRERBEXNRR
consumes the benefits provided by the entity’s BEIRFTRERBRED
performance, as the entity performs; Friett 2 Ma - BIE 88
[EEO) S
B.  When the entity’s performance creates or enhances B EEBEHNTEREKX
an asset (for example work in progress) that the NE—EHEE(WER
customer controls as the asset is created or m) MEPFPHZEE
enhanced; R EMNEES L
G
C. When the entity’s performance does not create C. EBEREAHVERNEY
an asset with an alternative use to the entity and EREBERAECZE

the entity has an enforceable right to payment for ' EEAE ¥ iS5 E
performance completed to date. TR BRI RAE A
o AT HRE R B o

It

If the contract terms and the entity’s activities do not fall WMEHNGEIRREE Z ié RN
into any of these 3 situations, then under HKFRS 15 the BREMNZE=EBMN ' &l
entity recognises revenue for the sale of that good or REBEEBY B RS EE‘J% 15
service at a single point in time, being when control has B BRBRE —EEERER
passed. Transfer of risks and rewards of ownership is only (BNEHREER )MHEER
one of the indicators that is considered in determining mk R ER s - A E
when the transfer of control occurs. [B b Ko Bl ¥ 2 EEERNE

EENEERARELRE
BZEP—IHIER -

The adoption of HKFRS 15 does not have a significant HMEREVBEREERFE15
financial impact on how the Group recognises revenue. ?J? I 8 7K & [ 40 fa] B SR UL

HERBERPBEE -
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Notes to the Unaudited Interim Financial Report (continued)
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2. Changes in accounting policies (ontinuea)

(c) HKFRS 15, Revenue from contracts with customers
(continued)

(i

(iii)

Significant financing component

HKFRS 15 requires an entity to adjust the transaction price
for the time value of money when a contract contains a
significant financing component, regardless of whether
the payments from customers are received significantly in
advance of revenue recognition or significantly deferred.

It is not common for the Group to receive payments
significantly in arrears or in advance of revenue recognition
in the Group’s arrangements with its customers.

Presentation of contract assets and liabilities

Under HKFRS 15, a receivable is recognised only if the
Group has an unconditional right to consideration. If
the Group recognises the related revenue before being
unconditionally entitled to the consideration for the
promised goods and services in the contract, then the
entitlement to consideration is classified as a contract
asset. Similarly, a contract liability, rather than a payable,
is recognised when a customer pays consideration, or
is contractually required to pay consideration and the
amount is already due, before the Group recognises the
related revenue. For a single contract with the customer,
either a net contract asset or a net contract liability is
presented. For multiple contracts, contract assets and
contract liabilities of unrelated contracts are not presented
on a net basis.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

2. Changes in accounting policies (ontinved) 2 BFHEXEH
(c) HKFRS 15, Revenue from contracts with customers c) BB BHEERZES
(continued) %ﬁ ’ 5& § /Eﬁi 552 JE ET 3 é ,%’*J
Z W o)
(i) Presentation of contract assets and liabilities (i) BHNEERBEZZY
(continued) (#)
Previously, non-current and current portions of fees billed in A BB BEZREE
advance were presented in the consolidated statement of Az 3 BN ER 2 BN B 6 5 5 Al
financial position under “deferred income” and “trade and other RIFEMBRRARP ZEL
payables”, respectively. WAIRTE 5 & E b
HIZ o
To reflect these changes in presentation, the Group has made RRRRE B HREER
the following adjustments at 1 January 2018, as a resullt of the F155% - WAEBZRZF
adoption of HKFRS 15: —N\NF—A—HBHELENUTH
B OURBZF2IHFAE
&)
- current portions of fees billed in advance amounting - BEEEBZWEEAR
to HK$6,506,000, which were previously included in 2 BN Ef#56,506,000
“deferred income” within “trade and other payables” are BITUAEINAIE S &
now included in “contract liabilities” under current liabilities HithEAFHIEB IR 2R
in the consolidated statement of financial position; and WA ] BRAEH A LR
SHMBRARREBAE

TZIaWmasE! &

- the name of financial caption “deferred income” under — RBREMBRAKRIERD
non-current liabilities in the consolidated statement of BETNZIEERA B
financial position is changed to “contract liabilities”. BEEEEZRIGAHE

R
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

2. Changes in accounting policies (ontinuea)

(d)

HK(IFRIC) 22, Foreign currency transactions and
advance consideration

This interpretation provides guidance on determining “the date of the
transaction” for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or income (or part
of it) arising from a transaction in which an entity receives or pays
advance consideration in a foreign currency.

The Interpretation clarifies that “the date of the transaction” is the
date on initial recognition of the non-monetary asset or liability arising
from the payment or receipt of advance consideration. If there are
multiple payments or receipts in advance of recognising the related
item, the date of the transaction for each payment or receipt should
be determined in this way. The adoption of HK(FRIC)22 does not
have any material impact on the financial position and the result of
operations of the Group.
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Notes to the Unaudited Interim Financial Report (continued)

AEERLD RS M (R)
A

Revenue and segment information

Segment information has been prepared in a manner consistent
with the information used by the Group’s most senior executive
management for the purposes of assessing segment performance
and allocating resources between segments. The Group’s most senior
executive management has been identified as the Board. In this
regard, the Group’s senior executive management monitors the results
attributable to each reportable segment on the following bases:

Revenue and expenses are allocated to the reportable segments with
reference to sales generated by those segments and the expenses
incurred by those segments.

The measure used for reporting segment profit is the segment results,
including items specifically attributed to individual segments, such as
directors’ and auditors’ remuneration and other administration costs
within the segment.

Information regarding the Group’s reportable segments for the purposes
of resource allocation and assessment of segment performance for
the period is set out below.
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3. Revenue and segment information (ontinueq)

(@

Business segments

The main business segments of the Group are as follows:

Segments
ki

Components products

FCiHEE SR

Mobility digital devices

Cloud and big data
analytics

=

EHERREBEOT

Network and data
security

WEhEERE

Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

Principal activities

FEEK

Provision of IT component products (CPUs and hard disks) and provision of supply
chain solutions for the Original Equipment Manufacturer.

REBEMBMREAER(PREESRER) M ARREBEEDRMEEEBRTE

Provision of finished IT products (including but not limited to computer, mobile phone,
drone, smart sports watch, 3D printer, game console, etc.).
REEAMEERERK(BREETRNER - F#  MARE

o BEEE) o

RRe BB T - 3DITE]

Provision of enterprise system tools (middleware, operating systems, Unix/NT servers,
databases and storage) for IT infrastructure and IT infrastructure design and
implementation, training, maintenance and support services.

RHEAREAREERREZ CERFTARBM - BIERL - Uni/NTIRTSES ~ BUE
[ Ko (17 ) B B A RHR AR R b R ET RNTT R - I RIERT -

Provision of network security hardware and software required for big data and cloud
computing.

RUARBELEAEMT BB L2 T
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

3. Revenue and segment information (ontinueq)

(@) Business segments (continued)

Segment results DEELE
The segment results for the period ended 30 June 2018 are HE-_Z—-NFANA=Z+HIH
as follows: MeznEEEmT
Mobility Cloud and Network
Components digital big data and data
products devices analytics security Total
EHER BER
BHER BBKE  KEBIN FEZ2 Eak ]
HK$'000 HK$’'000 HK$'000 HK$’000 HK$'000
TERr TEn TERr TER TET
Total segment revenue DI AR 5,156,528 12,628,777 6,622,049 3,535,220 27,942,574
Segment results DERELE 186,287 159,081 101,538 99,022 545,928
Finance costs B ER (119,965)
Share of associates’ profits Vaklak syl 25,219
Share of a joint venture’s loss NEEEEER (3,199)
Profit before taxation BB AR R 447,983
Taxation B (86,007
Profit for the period i ayayil 361,976
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

. . 22 yaN > A2 L
3. Revenue and segment information (ontinueq) 3. ko HER «)
Business segments (continued) (a) ¥BoE @)
Segment results (continued) DEBEE(E)
The segment results for the period ended 30 June 2017 are HE-_Z—+tFNA=Z+HIH
as follows: MoznEEEmT
Mobility Cloud and Network
Components digital big data and data
products devices analytics security Total
EHER fBER
FHEm BE®RE KBS FEe%: Fok
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
TEL FAEL FEL AL FAL
Total segment revenue HEE BT 5,966,372 9,676,385 5,672,595 2,685,842 24,001,194
Segment results DEVELR 160,348 122,878 94,623 55,815 433,664
Finance costs BSER (94,705)
Share of associates’ profits AEHE RN ELR 19,456
Share of a joint venture’s loss AEEELEEE (2,826)
Profit before taxation FRAEAT & 355,589
Taxation BIE (90,041)
Profit for the period iyl 265,548

BAERZERERAA
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

3. Revenue and segment information (ontinueq)

(b) Geographical information

The Group’s four business segments operate principally in North
Asia and South East Asia.

3. WERDEHER »

(b)

i & & F

AEBZOEEXBD R EERIE

TRRAEEE -

Unaudited
Six months ended 30 June
RSB
BZEAA=1HILAEA
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FET FHT
Revenue Wz
North Asia Bl 21,681,189 19,335,977
South East Asia g 6,261,385 4,665,217
Total segment revenue DEUW LT 27,942,574 24,001,194

Revenue is allocated based on the region in which the customer
is located.
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Notes to the Unaudited Interim Financial Report (continued)

KT DB S 3R & MY R (&)

. =
4. Other gains, net 4. HMW A FEE
Unaudited
Six months ended 30 June
REER
BZEAA=1tRHLXEA
2018 2017
—E-N\F —E—+F
HK$’000 HK$’'000
T FHETT
Interest income FEHA 8,742 9,191
Loss on disposal of property, HEWE - BE&
plant and equipment Bt E51E (770) -
Net exchange loss T BB F 58 (6,673) (783)
Others Eib 2,926 3,459
4,225 11,867
. . TR MU XL
5. Operating profit 5. BRE & A
Operating profit is derived after charging the following: g FMBEMBRATEIEESD
Unaudited
Six months ended 30 June
REEERX
BEXA=tRHLXEAR
2018 2017
—E-N\F e
HK$’000 HK$'000
FHET FHETT
Depreciation of property, plant and equipment Y% - BERERETE 17,187 12,908
Provision for and write off of trade receivables B 5 e MR IR B K g 11,745 15,401
Provision for and write off of inventories TFE B N 23,383 13,084

BAERZERERAA
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Notes to the Unaudited Interim Financial Report (continued)

AEERLD RS M (R)
A

6. Finance costs 6. WKEH
Finance costs for the two periods ended 30 June 2018 and 30 June HE-_Z—-\FNA=+HEZ=ZZE—+t
2017 mainly relate to bank interest expenses. FRAAZTHLEMESBEZGHERE
ZHPTNERXER -
7. Taxation 7. BE
Hong Kong Profits Tax has been provided at the rate of 16.5% (2017: VS 4T 10 4= B 0 (i Bt B AR A i A DA B
16.5%) on the estimated assessable profits for the period. E16.5% (ZF—+F : 16.5% ) sH e #
1# e
Overseas taxation has been calculated on the estimated assessable G INEL B 4R B 9 5T FE AR ﬁ i A DA AN £
profits for the period at rates of taxation prevailing in countries in EETESCEMEBRRER 2B X
which the entities comprising the Group operate. g o
The amount of taxation charged to the unaudited consolidated RAEERGEERRNBRZHIBSEE
statement of profit or loss represents: 15 :
Unaudited
Six months ended 30 June
RBER
BZEXRA=tHLAKEAR
2018 2017
—E-N\F T+
HK$’000 HK$’000
FER FiET
Current taxation RERFRIE
— Hong Kong Profits Tax —BBNER 4,359 23,267
— Overseas taxation — BN 1B 86,235 60,050
Over-provision of overseas taxation BTFEFINLIA
in prior years FREERE (3,818) (776)
Deferred taxation RIS TR (769) 7,500
86,007 90,041
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Notes to the Unaudited Interim Financial Report (continued)

Earnings per share

Basic

The calculation of basic earnings per share for the period is based
on the profit attributable to equity shareholders of the Company of
HK$361,976,000 (2017: HK$265,548,000) and the weighted average
number of shares of 1,435,036,000 shares (2017: 1,418,598,000
shares) in issue during the period.

Diluted

The calculation of diluted earnings per share for the period is based
on the profit attributable to equity shareholders of the Company of
HK$361,976,000 (2017: HK$265,548,000) and the weighted average
number of shares of 1,437,722,000 shares (2017: 1,419,909,000
shares) in issue during the period.

KT DB S 3R & MY R (&)

ZREF
2K

HANGRERNBNIZAALRR G BT
A AFEAL % F361,976,0008 T ( ZF —
+ 4 : 265,548,0008 T ) M TR
1 2 AN % F 19 211,435,036,000f% ( = =
—+% :1,418,598,000/% )5t & -

#E
HAGREEBNIZAARNLR T BT
B A JE15 % 361,976,000/ T (=T —
+ 4 265,548,000 7T ) K B B 1T
19 2 AN F 19 11,437,722,0000% ( = =
—+ 4% :1,419,909,000f )t & -

Unaudited
Six months ended 30 June
RIBERX
BEASA=+THLEANEA
2018 2017
—E-N\F ZE—LF
Weighted average number of ordinary shares BT MR I
in issue (thousand) (TR 1,435,036 1,418,598
Adjustment for assumed conversion of R R R EIR
share options (thousand) ZHAE(TR) 2,686 1,311
Weighted average number of ordinary shares FhEERF 2
for diluted earnings per share (thousand) TR A E(FR) 1,437,722 1,419,909

Property, plant and equipment

During the period, the Group acquired property, plant and equipment
amounting to approximately HK$18,316,000 (six months ended 30
June 2017: HK$156,525,000). Disposals of property, plant and
equipment amounted to approximately HK$1,690,000 (six months
ended 30 June 2017: HK$627,000) .

A AEEWEE 220418,316,000
BrT(HE_Z—+tFNA=ZFTHLER
@A 156,525,000 T) 2 W - W
ER#HE LEZUE  BERRED
#1,690,0008 L (BE=ZF—+tF A
=+B81R@EA 627,000 T) °
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

. =h
10. Trade and other receivables 10.ESRHEMEWRIE
Unaudited Audited
30 June 31 December
2018 2017
RICEX R IZ
—E-N\F —E—+F
RABEZ+H| tZA=+—H
HK$’000 HK$’000
FER FAT
Trade receivables, net B 5 REWGRIRFRE 10,128,303 10,833,758
Other receivables and prepayments H At pE U Gk IA R FEA FRIA 2,130,751 1,776,376
Deferred expenses EREF 8,468 11,156
12,267,522 12,621,290
Less: Non-current deferred expenses R FEBNERIERE I S (3,260) (5,145)
12,264,262 12,616,145
The Group grants credit periods to third party customers ranging REBERTE=ZFBRPZEEBRENTT
from 7 to 150 days, which may be extended for selected customers F1508 MEETRPZEEHART
depending on their trade volume and settlement history with the BREHAEB 2 RXRHIERTRLHTE
Group. The ageing analysis of net trade receivables by invoice date kK -BHRKFBFHEEEZAHES
is as follows: BT
Unaudited Audited
30 June 31 December
2018 2017
RICER KEZ
—E-N\F —E—tF
ANB=+H| +t=ZA=+—8
HK$’000 HK$’000
FHET FET
0-30 days 0230H 5,287,575 5,643,681
31-60 days 31£60H 2,050,704 3,212,853
61-90 days 61%E90H 1,064,995 800,841
Over 90 days #BiE90H 1,725,029 1,176,383
10,128,303 10,833,758
The fair values of trade and other receivables are considered to RMERAR  EH5REMERFEZR
approximate their carrying amounts at the end of the reporting period. FEERAHEIEESEMESE -
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

Capital, reserves and dividends MEX - REERE
(@) Share capital (a) A
Unaudited Audited
30 June 31 December
2018 2017
REERX KEZ
—E-N\F —ET—+F
RAEZ+H| tZA=+—H
HK$°000 HK$’000
FET FET
Authorised: JETE
2,000,000,000 (2017: 2,000,000,000) 2,000,000,0008( = ZF—+4F:
ordinary shares of HK$0.1 each 2,000,000,0000%)
BREBECAB T EimRk 200,000 200,000
Ordinary shares issued and fully paid: BRI TR
Unaudited Audited
30 June 2018 31 December 2017
RIEER mEZ
—E-NFRA=t+H “ET—+F+-A=+—H
Number of Number of
issued ordinary issued ordinary
shares of shares of
HK$0.1 each Par Value HK$0.1 each Par Value
BREEIET HE | 5REECIET HE
ZEBT HK$000 pARE <o HK$'000
EBRYA TERT sl E ] FAT
At the beginning of period/year #H,/F4)) 1,459,863,998 145,986 1,454,403,998 145,440
Share options exercised (Note) J77{F 2 B iE(#f:7) 4,420,000 442 5,780,000 578
Repurchase of own shares fAERNEE ) (406,000) (40) (320,000) (32)
At the end of period/year R/ EXR 1,463,877,998 146,388 | 1,459,863,998 145,986
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Notes to the Unaudited Interim Financial Report (continued)

AEERLD RS M (R)

11. Capital, reserves and dividends (ontinueq)

(@

40 VSTECS Holdings Limited

Share capital (continuea)

Note:
Shares issued under share option scheme

On 18 March 2018, options were exercised to subscribe for 480,000
ordinary shares in the Company at a consideration of HK$1,069,000
of which HK$48,000 was credited to share capital and the balance
of HK$1,584,000 were credited to the share premium account.
HK$563,000 has been transferred from the capital reserve to the share
premium account.

On 22 March 2018, options were exercised to subscribe for 700,000
ordinary shares in the Company at a consideration of HK$1,420,000
of which HK$70,000 was credited to share capital and the balance
of HK$2,073,000 were credited to the share premium account.
HK$723,000 has been transferred from the capital reserve to the share
premium account.

On 17 April 2018, options were exercised to subscribe for 1,800,000
ordinary shares in the Company at a consideration of HK$3,650,000
of which HK$180,000 was credited to share capital and the balance
of HK$5,330,000 were credited to the share premium account.
HK$1,860,000 has been transferred from the capital reserve to the
share premium account.

On 2 May 2018, options were exercised to subscribe for 1,440,000
ordinary shares in the Company at a consideration of HK$3,207,000
of which HK$144,000 was credited to share capital and the balance
of HK$4,751,000 were credited to the share premium account.
HK$1,688,000 has been transferred from the capital reserve to the
share premium account.

Interim Report 2018

MEX - FERKRE @

(a)

& NE P
RIE RS REET 8132 1T 2 Rt
R-ZZE—N\F=ZA+=8 - BEREE

1T ALK (E 1,069,000 TR EA A
A]480,000/% & @Ak - HF48,000%
TP AR AR - M #REE1,584,0000% 7T Al
ARG EEER - 563,0008 T2 #®
BARBEBEROBER -

RZEBE-NF=ZA=-+=-H  BRE
BT AR (E1,420,0008 TRE A
A A)700,000f& L @Ak - E 70,000
HBITEt AR - i #:%82,073,0008 70
Bt AR D EEER - 723,000 T2
WRERFBEERZROEER -

RZZE—NFHA+tH  BlEE
1T AR K (83,650,000 TR EA A
7]1,800,000 L@ - £+ 180,000
BITEFARA - ﬁﬁﬁ%%‘ﬁasso,ooo%ﬁ
AIEF AR % ERE - 1,860,000 L
:ﬁém.;ﬁﬁ;ﬁ%ﬁé B RER o

AZZE—NERA-R  BREEST
# AR KB 3,207,0008 TRE AR A
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Tt AR AR - MER%84,751,000/8 7T Al
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

11. Capital, reserves and dividends (ontinueq)
(b) Dividends

Dividends payable to equity shareholders attributable to the
previous financial year, approved during the period:

MEX - FERKRE @

(b) B2

M BERERELR AR E

ZENREEBRREER

Unaudited
Six months ended 30 June
RICER
BZEAA=1HILAEA
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FER FHEIT
Final dividend in respect of the previous B EEERN BB L —
financial year, approved but not WIREFE 2 REAR B
paid during the period of HK14.7 BRI BR14.7800
cents (2017: HK12.4 cents) per (ZZ—+15F 12.480)
ordinary share 215,190 180,406

(c) Deferred shares

For the period end 30 June 2018, certain deferred shares
with a total value of approximately HK$2,500,000 (2017:
HK$24,292,000) were vested and transferred to eligible
employees.

(c) MBI D

REBEZE-_ZT—N\FA=+H1
HIM A - 482,500,000 T(=
T —+4F 24,202,000 )2 HE

TELERHEH
BRRER -

BRABETAE
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

12. Trade and other payables 12 EZREMENSRIE

Unaudited Audited

30 June 31 December

2018 2017

RICEX R IZ

—z-ng| —z—+f

RA=ZtB| +t—H=+—H

HK$’000 HK$’000

FER FAT

Trade payables B S FRIA 7,553,376 7,910,341
Other payables and accruals At S FRIB M T FRIR 796,956 1,077,936
Dividend payable (note 117(b)) JER R B (et 11(b)) 215,190 -
Deferred income (note) EEWA (B17E) - 18,327
8,565,522 9,001,604

Less: Non-current deferred income (note) B, - FEBNHBIESEUR A (B 7E) - (6,821)
8,565,522 8,994,783

Note: As a result of the adoption of HKFRS 15, deferred income
are included in contract liabilities at 30 June 2018 (see
note 2).

The Group’s suppliers grant credit periods ranging from 30 to 90 days
to the Group. The ageing analysis of trade payables by invoice date is

Wi R-E—\FAAZ+E - BREM

BRMBREELE165 - BURTEWR
AFtAGHEE(RIE2) -

AEBZEEFIAAEERLZEES
NTF30290H - EHEMNRBEREERE

as follows: HHEZEI D 2RO ITOT -
Unaudited Audited
30 June 31 December
2018 2017
RICEX KEERIZ
—E-N\F T —+F
NA=t+B| +=ZA=+—H
HK$’000 HK$’'000
FHET FHET
0-60 days 0Z60H 7,430,938 7,812,862
Over 60 days HiEe0H 122,438 97,479
7,553,376 7,910,341

The fair values of trade and other payables are considered to

RBEMR - EHREMENKEZAR
FEHERASHKESERE

approximate their carrying amounts at the end of the reporting period.
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

. s
13. Borrowings 13. 6 &

Unaudited Audited
30 June 31 December
2018 2017
REEX KX
—E-N\F —E—+F
RABEZ+H| tZA=+—H
HK$’000 HK$'000
FET FHET

Non-current FEFRE
Finance lease liabilities mEHEaE 835 642
835 642

Current RE

Unsecured bank borrowings EIKIRIRITEBE 6,410,618 6,595,493
Secured mortgage loan BEIBIIBER 41,172 45,894
Finance lease liabilities AMEREARE 294 531
6,452,084 6,641,918
Total borrowings mEs 6,452,919 6,642,560
At 30 June 2018, the Group’s borrowings were repayable as follows: RZZE—NFRA=Z+H  AEEZHE

BAR TR R -

Unaudited Audited
30 June 31 December
2018 2017
REEZ REZ
—E-N\F T4
ARB=E+AH| T=ZA=+—H
HK$’000 HK$'000
FTHET FAET
The maturity of the above loans: THRERZFHEA -

Within 1 year —FR 6,452,084 6,641,918
Between 1 and 2 years —EME 484 420
Between 2 and 5 years MERF 351 222
6,452,919 6,642,560
The fair value of borrowings are considered to approximate their RFERK  BEZAFERERRRE

carrying amounts at the end of the reporting period. HEEMEE
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Notes to the Unaudited Interim Financial Report (continued)
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14. Fair value measurements of financial 14 EMIAZAFEFE
instruments
()  Financial instruments measured at fair value (i) ARXFEEFTEZEMIA

The following table presents the carrying value of the Group’s TEREINAEEZEEEEEN

financial instruments measured at fair value at the statement AREEFECEBRITAERGEE

of financial position date on a recurring basis across the three ZHREME  WLAESYHHRESE

levels of the fair value hierarchy defined in HKFRS 13 “Fair value BRI A FEFEIMARATELZ

measurement”. The level into which a fair value measurement AFEERBZ=ZEAEBLIER -1

is classified is determined with reference to the observability FEFEMNFEZHZANIDZ2EL

and significance of the inputs used in the valuation techniques TIEERMAT A E AT A&

as follows: REENEEREET

e Level 1 valuations: fair values measured using only Level s F—ERMEE:ECRE-
1 inputs, i.e. unadjusted quoted prices in active markets B ASE(BAREER
for identical assets and liabilities at the measurement date BERTEABREETRMTS

ZAREHABBRE)FTEZAF
(=]

. Level 2 valuations: Level 2 inputs, i.e. observable inputs . F_EAME: F_EREH
which fail to meet Level 1, and not using significant ANBBE(ATHEE—EBRZ
unobservable inputs. Unobservable inputs are inputs for B ASE) BIWARFRA
which market data is not available BERTAIBEEAZE - T

EREARBEAEEMSEH
B AR R 2 8 A B

. Level 3 valuations: fair values measured using significant J FEZEREE  EAERTA

unobservable inputs BRHASBITEZAFE
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Notes to the Unaudited Interim Financial Report (continued)

KT DB S 3R & MY R (&)
N

14. Fair value measurements of financial 14 eMIT A2 PAFEEFE

instruments (continuea) (&)
()  Financial instruments measured at fair value continuea) (i) UAFEFE2E@MIE @)
Level 1 Level 2 Level 3 Total
F—EBHR HF-EBR H=BR a&t
HK$'000 HK$'000 HK$'000 HK$000
FHET FHET FHET FHET
At 30 June 2018 R-B—-N\EXA=1H
Assets BE
Forward contracts REIEXN - 192,040 - 192,040
Listed and unlisted securities FRIEETES 140,203 100,000 128,537 368,740
Derivative assets PTEBE - 12,465 - 12,465
At 31 December 2017 R-ZE—+tF
+t=A=+-8
Assets &gE
Forward contracts REIEY - 104,910 - 104,910
Listed securities MEH 133,324 - - 133,324
Liabilities =L
Derivative liabilities PTHERE - 5,846 - 5,846
During the period ended 30 June 2018 and year ended 31 REBEZ-_FE—N\FXA=+HL
December 2017, there were no transfers between the levels of e = 2 tF+=-A=
fair value hierarchy. T—RALFEE  ATEEHRZH

WEETEMER -

(i) Valuation techniques and inputs used in Level 2 fair (i) EZEBRAFHEFTEME
value measurements FH Z i B i K & A EE
The fair value of forward contracts in Level 2 is determined by “EHRRPAENCATET SR

discounting the contractual forward price and deducting the
current spot rate. The discount rate used is derived from the
relevant government yield curve as at the end of the reporting
period plus an adequate constant credit spread.

The fair value of securities in Level 2 is determined by binomial
tree model. The volatility used is derived from the historical
quote price of the underlying securities.

BAERZERERAA

ﬁﬁiﬁ/\ﬁﬁf_ﬁm RABMEERRE
BREE - IEMAZBBRERIZ®RE
HIRZ BRABMARE R - S0
EHEEEESESY -

“EAESFZATEDR-ER

’fﬁ?lﬂﬁiﬂ%& PiT 5 AR 2 R W8 12 4R
BEHFZAERESD -
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

14. Fair value measurements of financial
instruments (continueq)

)

46 VSTECS Holdings Limited

Information about Level 3 fair value measurements

The fair value of unlisted equity securities are determined based
on recent transaction, generally defined as investment purchased
or sold within one year of the valuation date, adjusted when
appropriate based on consideration of any changes in significant
unobservable inputs, valuations of comparable companies and
other similar transactions.

The movement during the period in the balance of Level 3 fair
value measurements is as follows:

14 EMITEZAFEFTE

(%)

)

EEF=ZERATEE
ZEF

FELEMBRAREF 2 X FETIIRAEH
RP(BERERBGERHER
—FAZERBEACHEREE
E - WIREBATNAERERAZE
AEEBRARBEREBEURS
ZIERESELEE HE -

FZEBRATENEEG Z2HRE
g

2018
—E2-N\F
HK$’000
FHT

Unlisted equity securities: FELETRAFES
At 1 January n—BA—H 129,707
Securities disposed during the period RERHEFHF (1,170)
At 30 June RWARB=t+H 128,537

From 1 January 2018, any gains or losses arising from the
remeasurement of the Group’s unlisted equity securities
held for strategic purposes are recognised in the fair value
reserve (non-recycling) in other comprehensive income. Upon
disposal of the equity securities, the amount accumulated in
other comprehensive income is transferred directly to retained
earnings. Prior to 1 January 2018, any gains arising from the
disposal of the unlisted equity securities were presented in the
“Other gains, net” line item in the consolidated statement of
profit or loss.

Fair value of financial assets and liabilities carried at
other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost were not materially different
from their fair values as at 30 June 2018 and 31 December 2017.
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Notes to the Unaudited Interim Financial Report (continued)
AN AR B A% P HA B RS R O P AL ()

15. Commitments

(@

Capital commitments

As at 30 June 2018, the Group had commitments to make
capital contributions of HK$172,599,000 (31 December 2017:
HK$175,293,000) to certain investments.

Commitments under operating leases

As at 30 June 2018, the Group had future aggregate minimum
lease payments under non-cancellable operating leases as

15. &I

(a)

B AREE

RZE—N\FARNAZ=Z+H  ~5H
BmATEE L E172,599,000/%8
T(ZE2—tF+=-_A=+—8:
175,293,000 7T ) Z & & -

HEMEET 2 &E

RZE-NEXA=+tRH &%
BRETAHELCEHEEZAR

follows: EBEMNKBTOT
Unaudited Audited
30 June 31 December
2018 2017
RICEX e
—E-N\F T+
NA=t+H| +t=ZA=+—H
HK$’000 HK$'000
FHExT FHIT
Within 1 year —FR 38,620 44,141
Between 1 and 5 years —ZFhRF 16,327 19,260
54,947 63,401

The Group is the lessee in respect of a number of premises
held under operating leases. The leases typically run for an initial
period of one to three years, with an option to renew each lease
upon expiry when all terms are renegotiated. None of the leases
includes contingent rentals.
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Notes to the Unaudited Interim Financial Report (continued)
REBEBZPHAMBRENT ()

16. Related party transactions

The following transactions were carried out with related parties:

(@

48 VSTECS Holdings Limited

Director’s quarter

The Group entered into a rental agreement with Joint Honour
Development Limited, a company in which Mr. Li Jialin (“Mr. Li”),
the Chairman and Executive Director of the Company is a major
shareholder, in respect of a director’s quarter. Pursuant to the
agreement, the Group paid a monthly rental of HK$200,000 to
Joint Honour Development Limited (2017: HK$200,000).

Motor vehicle

The Group entered into a motor vehicle rental agreement with
Joint Honour Development Limited, a company in which Mr.
Li, the Chairman and Executive Director of the Company is a
major shareholder. Pursuant to the agreement, the Group paid
a monthly rental of HK$15,000 to Joint Honour Development
Limited (2017: HK$15,000).

License fee

The Group entered into an agreement with Kong Lung Ind Co., a
company in which Mr. Li is a major shareholder. Pursuant to the
agreement, the Group paid a monthly license fee of HK$14,000
in respect of a China-Hong Kong Vehicle License to Kong Lung
Ind Co. (2017: HK$14,000).
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REVIEW REPORT TO THE BOARD OF DIRECTORS OF
VSTECS HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 6 to 48
which comprises the consolidated statement of financial position of VSTECS
Holdings Limited as at 30 June 2018 and the related consolidated statement
of profit or loss, consolidated statement of other comprehensive income,
consolidated statement of changes in equity and condensed consolidated
cash flow statement for the six month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial report
to be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim financial reporting” issued by the Hong Kong
Institute of Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim financial report in accordance
with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued by the Hong Kong
Institute of Certified Public Accountants. A review of the interim financial
report consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Independent Review Report
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Independent Review Report (continued)
BYERHRE (E)

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30 June 2018 is not prepared,
in all material respects, in accordance with Hong Kong Accounting Standard
34 “Interim financial reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

28 August 2018
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Management Discussion and Analysis

Business and Financial Review

The Group’s unaudited consolidated revenue for the six months ended
30 June 2018 amounted to approximately HK$27,942,574,000 (2017:
approximately HK$24,001,194,000).

Revenue from the mobility digital devices segment for the six months ended
30 June 2018 amounted to approximately HK$12,628,777,000 (2017:
approximately HK$9,676,385,000). Revenue from the components products
segment for the six months ended 30 June 2018 amounted to approximately
HK$5,156,528,000 (2017: approximately HK$5,966,372,000). Revenue from
the cloud and big data analytics segment for the six months ended 30 June
2018 amounted to approximately HK$6,622,049,000 (2017: approximately
HK$5,672,595,000) and from the network and data security segment for
the six months ended 30 June 2018 was approximately HK$3,535,220,000
(2017: approximately HK$2,685,842,000).

Gross profit for the six months ended 30 June 2018 amounted to
approximately HK$1,254,063,000 (2017: approximately HK$973,870,000).
Gross margin for the six months ended 30 June 2018 was 4.49% as
compared to 4.06% for the six months ended 30 June 2017. Operating
profit for the six months ended 30 June 2018 amounted to approximately
HK$545,928,000 (2017: approximately HK$433,664,000). Unaudited
consolidated net profit attributable to equity shareholders for the six months
ended 30 June 2018 amounted to approximately HK$361,976,000 (2017:
approximately HK$265,548,000).

The basic earnings per share for the six months ended 30 June 2018
amounted to approximately HK25.22 cents (2017: approximately HK18.72
cents) per share. The diluted earnings per share for the six months ended 30
June 2018 amounted to approximately HK25.18 cents (2017: approximately
HK18.70 cents) per share.

No important events affecting the Group have been occurred since 30 June
2018 and up to the date of this interim report.
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Management Discussion and Analysis (continued)
EBENRR DN (E)

Prospects

During the six months ended 30 June 2018, there was a continued growth in
the Mobility Digital Devices, Cloud and Big Data Analytics and Network and
Data Security Segments due to demand for our wide range of products and
solutions. The Group has continued to execute strategies to increase market
share as well as the range of products offered. The Group will continue to
focus on product range from all business segments.

Liquidity and Financial Resources

As at 30 June 2018, the Group had total cash balances and bank deposits
of approximately HK$1,362,963,000 (31 December 2017: approximately
HK$1,981,047,000). Total borrowings amounted to approximately
HK$6,452,919,000 (31 December 2017: approximately HK$6,642,560,000).
Both the cash balances and bank deposits and borrowings were mainly
denominated in Hong Kong dollars, Renminbi, United States dollars,
Singapore dollars, Thai baht and Indonesian rupiah.

As at 30 June 2018, the net gearing ratio, calculated as total borrowings less
cash and cash equivalents divided by total equity, was 1.04 (31 December
2017: 0.96).

As at 30 June 2018, the Group had total current assets of approximately
HK$18,306,515,000 (31 December 2017: approximately HK$18,860,891,000)
and total current liabilities of approximately HK$15,156,903,000 (31
December 2017: approximately HK$15,775,273,000). The current ratio
of the Group, calculated as total current assets divided by total current
liabilities, was approximately 1.21 times (31 December 2017: approximately
1.20 times).
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Foreign Exchange Risk Management

The Group is exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to United States dollars, Renminbi,
Singapore dollars, Thai baht, Indonesian rupiah, Malaysian ringgit and
Philippine peso. The Group will enter into foreign currency forward contracts
to manage and reduce the risk involved in the net position in each foreign
currency, if necessary.

Employees

As at 30 June 2018, the Group had 3,270 (2017: 2,883) full time employees.
The remuneration paid for the six months ended 30 June 2018 amounted
to approximately HK$405,910,000 (2017: HK$337,316,000).

The Group remunerates its employees mainly based on industrial practice,
individual’s performance and experience. Apart from the basic remuneration,
a discretionary bonus may be granted to eligible employees with reference
to the Group’s performance as well as the individual’s performance. Other
benefits include medical and retirement schemes. In addition, share options
may also be granted from time to time in accordance with the terms of the
Company’s approved share option scheme.

Save as disclosed herewith, no information in relation to the Group’s
performance has changed materially from the information disclosed in the
annual report of the Group for the year ended 31 December 2017.
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Other Information

HitbEH

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures

As at 30 June 2018, the interests and short positions of the directors (the
“Directors”) and the chief executives of the Company in shares, underlying
shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong)) (the “SFO”) which would have 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/or short positions
of which they were taken or deemed to have under such provisions of
the SFO) and/or required to be entered in the register maintained by the
Company pursuant to Section 352 of the SFO or which would have to be
notified to the Company and the Stock Exchange pursuant to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) were as follows:

Interests in shares and underlying shares of the Company

L
E)‘d
)»%N

T B A
k&R

RN

e A
I\

W 5

Bk
&= o
S

}Si*}*
RZZE—NFRA=Z1+H AREIZH(£
EEEEITHRAEBRA A R 8 H (F {7 48 B
ZE(EEREHFLMBEGRN(EEEMNE
5718 ) ([BHFRBAEGKH 1) EXVE) 2 &
% - BERG Wﬂ%ﬁ“ﬁtﬂ%ﬁﬁm%;’i%&ﬁﬁ
ﬁ%ﬂﬂ%XV*k%?&8””‘ﬁ%W“$

BRXAzEaMAR(ERRERESE 5%&
Hﬂ‘éﬂ%ﬁﬂigﬂxi%&a FEEREE 2 Eam
E/SRR) - R/ RABLAKRRRRIERES

NMHERME2GFEZERMz#Ea &
B SR IR B 52 PR R %J:m%ﬁﬁll(fj:miﬁ
Bl DB ARRBIRB Mz #Eam AR N
™~

RARATRD REBRD 2 ES
Approximate
percentage of

Number of issued share
Long/Short ordinary shares or capital of the
Name of Director position Capacity underlying shares held Company
BEEBERN EARRAREE&T
EEnA %R 14 HEROHE REAZBHEIL
Mr. Li Jialin Long Beneficial owner 70,917,200 4.84%
FEMEE TR EmEAA

Long Interest of a controlled 311,228,000 21.26%

e corporation (Note 1)

R AR R (KizE1)
Long Family interest 204,309,600 13.96%

HE EN-Y di (Note 2)

(Ktet2)

B4 vSTECS Holdings Limited  Interim Report 2018



Other Information (continued)
H & R (&)

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures (continueq)

Interests in shares and underlying shares of the Company

RARBRGRAHEBERD 2R
&)

(continued) (7
Approximate
percentage of
Number of issued share
Long/Short ordinary shares or capital of the
Name of Director position Capacity underlying shares held Company
BEEBRK HAEABRE BT
EEnE 8% 54 HERGEE REAZBHEIL
Mr. Ong Wei Hiam, William Long Beneficial owner 553,600 0.04%
FEFTEE wHaE BEmEAA
Long Beneficial owner 1,440,000 Share options 0.10%
R E=AA 1) i R
Ms. Chow Ying Chi Long Beneficial owner 1,056,000 0.07%
FREL T+ R BEREAA
Long Beneficial owner 1,440,000 Share options 0.10%
R E=AA 7 B AR
Mr. Liu Ningdong Long Beneficial owner 326,000 0.02%
B=REE HaE BEREAA
Mr. Li Wei Long Beneficial owner 240,000 Share options 0.02%
FREE R E=AA 7 R AR
Notes: Wi -
1. 311,228,000 shares of the Company are held by L & L Limited, the entire 1. ANA R Z311,228,000 B MmH AL &L
issued share capital of which is equally held by Mr. Li Jialin and his spouse, Limited#4& - ML & L LimitedZ 2 EpE &
Ms. Liu Li. TRABZEMRTERERBRAF L LHE
A o
2. 204,309,600 shares of the Company are held by Ms. Liu Li, the spouse of 2. RARZ204,309,6000% f% 1) B 2 {EM L £
Mr. Li Jialin. ZEBEFHLLHFE -
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Other Information (continued)

HibE ¥ (&)

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures (continueq)

Interests in shares and underlying shares of the Company
(continued)

Save as disclosed above, as at 30 June 2018, none of the Directors nor the
chief executives of the Company had any interests or short positions in any
shares, underlying shares or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which would have 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/or short positions
of which they were taken or deemed to have under such provisions of the
SFO) or which were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or which were required, pursuant
to the Listing Rules, to be notified to the Company and the Stock Exchange.

Substantial Shareholders’ and Other Persons’
Interests and Short Positions In Shares, Underlying
Shares and Debentures

As at 30 June 2018, so far is known to the Directors, the following persons
had an interest and/or a short position in the shares and/or underlying
shares of the Company which would fall to be disclosed to the Company
and the Stock Exchange pursuant to the provisions of Divisions 2 and 3 of
Part XV of the SFO and/or required to be entered in the register maintained
by the Company pursuant to Section 336 of the SFO and/or 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 meeting
of any other members of the Group:
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions In Shares, Underlying

Shares and Debentures (continueq)

Other Information (continued)

Number of

HiER (&

Approximate

Long/Short ordinary shares or percentage of
Name of shareholder position Capacity underlying shares held shareholding
BEEBR: B RE
BRMEEERB 587 514 HEROEE Batt
Mr. Li Jialin Long Beneficial owner 70,917,200 4.84%
PEMEE e EnlEBEA
Long Interest of a controlled 311,228,000 21.26%
e corporation (Note 1)
R EEE R (Ftat1)
Long Family interest 204,309,600 13.96%
e Kk (Note 2)
(Ktat2)
Ms. Liu Li Long Beneficial owner 204,309,600 13.96%
IFiL+ wE EnEBA
Long Interest of a controlled 311,228,000 21.26%
e corporation (Note 1)
R EEE R (Btat1)
Long Family interest 70,917,200 4.84%
R ENI3 i (Note 3)
(BtsE3)
L & L Limited Long Beneficial owner 311,228,000 21.26%
e EmlEEA (Note 4)
(Ktit4)
Eternal Asia (HK) Limited Long Beneficial owner 252,211,998 17.23%
6 (BE)BRAF wE EnlEBA (Note 5)
(Ki5ts)
R 18 TR i A PR SR AR (D Long Interest of a controlled 252,211,998 17.23%
ABRATA HE corporation (Note 6)
ZEEEER (Kiz#6)
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Other Information (continued)

HibE ¥ (&)

Substantial Shareholders’ and Other Persons’ FERRREMATIRR
Interests and Short Positions In Shares, Underlying {3 ~ 48 REREEZE
Shares and Debentures (continueq) mRRE @

Number of Approximate
Long/Short ordinary shares or percentage of
Name of shareholder position Capacity underlying shares held shareholding
BEEBR: B RE
BRMEEERB 587 54 HEROEE Bk
RN IE TR B R Long Interest of a controlled 252,211,998 17.23%
BRAF] S=) corporation (Note 7)
R AR (KizE7)
Mr. Zhou Guohui Long Interest of a controlled 252,211,998 17.23%
B 5 A S~y corporation (Note 7)
REAE s (Kt5E7)
FR B A ERTT Long Security interests 252,211,998 17.23%
e in shares (Note 8)
A in R e (Kizts)
BRINEEEF Long Interest of a controlled 252,211,998 17.23%
IS~y corporation (Note 8)
R AR R (K17E8)
Fidelity Puritan Trust Long Beneficial owner 145,576,300 9.94%
wE EnEEA
FMR LLC Long Interest of a controlled 166,114,038 11.35%
HE corporation
R EE R
Ntasian Discovery Master Fund Long Beneficial owner 129,508,000 8.85%
wE EalEBA
Mutual Funds Elite Long Custodian corporation 76,174,000 5.20%
R FEERT
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Other Information (continued)
H & R (&)

Substantial Shareholders’ and Other Persons’
Interests and Short Positions In Shares, Underlying
Shares and Debentures (continued)

Notes:

1.

311,228,000 shares of the Company are held by L & L Limited, the entire
issued share capital of which is equally held by Mr. Li Jialin and his spouse,
Ms. Liu Li.

204,309,600 shares of the Company are held by Ms. Liu Li, the spouse of
Mr. Li Jialin.

70,917,200 shares of the Company are held by Mr. Li Jialin, the spouse of
Ms. Liu Li.

The entire issued share capital of L & L Limited is equally held by Mr. Li Jialin
and his spouse, Ms. Liu Li.

The entire issued share capital of Eternal Asia (HK) Limited is held by /&3]
MRE BEEERGARRAE.

36.72% of the shares of &kIITT 16 B EHE (D AR QA are held by J&I|
MBI EERER AR,
100% of the shares of FIITT 18 TR BT EIE AR A R A 7] are held by Mr. Zhou

Guohui.

89.26% of the shares of B H O $R77 is held by FIZRIMNEEE 3.

Save as disclosed above, as at 30 June 2018, so far is known to the
Directors, no person had an interest and/or a short position in the shares
and/or underlying shares of the Company which would fall to be disclosed
to the Company and the Stock Exchange pursuant to the provisions of
Divisions 2 and 3 of Part XV of the SFO and/or required to be entered in
the register maintained by the Company pursuant to Section 336 of the SFO
and/or 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 meeting of any other members of the Group, or any options in
respect of such capital.

e

NA R Z311,228,000 B MmMEAL &L
Limited#74 - ML & L Limited2 2 2 %17
BABRTEMRCERERBENLZTHEE
ﬁ °

2. NARZ204,309,6000% B% 19 B Z (=M 4+
ZEBRF L TEE -

3. RARF 270,917,200 & H BBFL L2
REBZEMRLEEREE -

4, L & L Limitedz 252 81T AR FEMN
EEREBRBIMNLIHERE -

5. e (BEB)BRAAIZEHE FHITRAH
FYI TR BHEEROARARFE -

6. EYU Mo BRBREERDBR AR Z
36.72% B EFRIITIEEREERRAR
NEEAE °

7. YRR RIREERER A EZ2100% K
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8. PR H O 8R1T289.26% A% 1) M B R SMNE
EEREA -
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Share Options 8

Share option scheme of the Company RATRZBRETE

The share option scheme of the Company adopted on 17 April 2002 (the RZ_ZZ_FWA++-HERMAZ A D EER
“Old Scheme”) has been expired. The Company adopted a new share option T EI([EF S DEER - ARFARZE
scheme (the “New Scheme”) on 23 June 2015 for the purpose of providing ~— A4 /< A =+ = B 54 — I8 51 IE iR #& 51 2
incentives and rewards to eligible participants for their contribution to the ([ #T&T&8I]) - EEREER L EE AR E
Group. During the period under review, no share options have been granted  fFi 2 BRI M SR MBI F = 22 - R E R
under the New Scheme. AR B AR BR R AT I B T HE AR o

Details of the share options movement under the Old Scheme during the & EI THERENSEBAE 2 ZHFBEOT
period under review are as follows:

As at Exercised Lapsed As at Exercise price

Name or category 1 January during during 30 June per share
of participant Date of offer 2018 the period the period 2018 (HKS) Exercise period

RZZ-NE RZ2-N\F BRTEE
SEEREHER BF¥RE -B-H RERTE REREH ~A=tH (Br) i
Directors
gz
Mr. Li Jialin 23/03/2011 1,800,000 (1,800,000) - - 2,028 23/03/2013 - 22/03/2021
FEMEE
Mr. Ong Wei Hiam, Wiliam ~ 23/03/2011 1,440,000 - - 1,440,000 2,028 23/03/2013 - 22/03/2021
TERF%E
Ms. Chow Ying Chi 17/02/2011 1,440,000 - - 1,440,000 2.227  17/02/2013 - 16/02/2021
BRELL
Mr. Chan Hoi Chau (Note) ~ 23/03/2011 700,000 (700,000) - - 2,028 23/03/2013 - 22/03/2021
BEMNESE(frit)
Mr. Li Wei 23/03/2011 240,000 - - 240,000 2.028  28/03/2013 - 22/03/2021
FREE
Sub-total /)\&f: 5,620,000 (2,500,000) - 3,120,000
Employees 17/02/2011 4,320,000 (1,920,000) - 2,400,000 2.227  17/02/2013 - 16/02/2021
]
Total B 9,940,000 (4,420,000) - 5,520,000
Note: Bt -
Mr. Chan Hoi Chau retired as director on 30 May 2018. BREMNEER-T-—NFRAA=ZTHREES -

The weighted average share price at the dates of exercise for share options  RNEAR 7T~ BIR R TE B B2 E T Y
exercised during the period was HK$4.16 (2017: HK$2.59). BEAIAGHET(-E—+4%E : 25087 -
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Directors’ Rights to Acquire Shares in the
Company

Save as disclosed above, at no time during the six months ended 30 June
2018 was the Company or any of the companies comprising the Group,
a party to any arrangements to enable the Directors of the Company to
acquire benefits by means of the acquisition of shares in, or debenture of,
the Company or any other body corporate and none of the Directors, their
spouses or their children under the age of 18, had any right to subscribe
for the securities of the Company, or had exercised any such right during
the six months ended 30 June 2018.

Corporate Governance

Throughout the six months ended 30 June 2018, the Company has complied
with the Corporate Governance Code as set out in Appendix 14 of the
Listing Rules except for code provisions A.2.1 and A.6.7 as explained below.

Under the code provision A.2.1, the roles of chairman and chief executive
officer (“CEQ”) should be separated and should not be performed by the
same individual. The division of responsibilities between the chairman and
CEO should be clearly established and set out in writing. Mr. Li Jialin, one
of the founders of the Group, currently holds the offices of chairman and
CEO. The board believes that vesting the roles of both chairman and CEO in
the same person will not impair the balance of power and authority between
the directors and the management of the Company and considers that this
structure will enable the Group to make and implement decisions promptly
and effectively. The directors will meet regularly to consider major matters
affecting the operations of the Company.

Under the code provision A.6.7, independent non-executive directors and
non-executive directors should attend general meetings and develop a
balanced understanding of the views of shareholders. One Non-executive
Director and two Independent Non-executive Directors were unable to attend
the annual general meeting of the Company held on 30 May 2018 due to
other important engagements.

Other Information (continued)
H & R (&)

EEWRBAXRQITARG 2EFN

BREXAHBEEEN REBEE-_T—-N\FXA
ZSTRERNEAREMER  AAFRHAE
BETEMARBETLEFAZHE  BEAX
NRBEFAHEWBE AR B LAAMEMBEAE
BzhhlEREIMDNGEMNE  MEE - ®
FEZRBIRT N \BATZFARBE_F—
NEAA=ZTBLEREAMERBELRRAE
FZAEAIRER] - TREITEE R EER -

TEER

REBEZE_Z—N\NFXA=ZFTHLAEA &
ANE—EEBTFTLEIMAAMSE T OmHE 2%
BRI CTE M 2 SRR XA 2.1 K&
A.B.7BRAN ©

RIETRIGEXA21  TEETHERNAEC
EERD X TEHR - ARKRE - L/FH
THERZHABEZSTEBERTLINE
EHH - AEBRIIGAZ - FTEMREERE
IRFOTBEH -EFGHE  BXERDT
BEFzAeRBR - ATEBEEAQAE
FEHEBEEZHNENLERYE  YRA
It ZR 48 5 AT AR K & I Ak K B Ko B RO I AT K
HITAR - EEREHETERNZTELE
ARABEEZEREE °

BIFETEEXAG.7 » BIYFATESZRIEH
TEERLIFREAE  HBRENELAR
FERTHR - —BIERTEETRWEBEILIEH
TEEAHMEEZABMAELERRAR
ZE-N\FRAZTHBTZREBAFAY -

BHEARRERAT —z— ) \Eamns 61



Other Information (continued)
Hih& R (&

Purchase, Sale or Redemption of Shares

During the six months ended 30 June 2018, the Company repurchased
406,000 ordinary shares of the Company on the Stock Exchange. The
repurchased shares were cancelled. Details of the repurchase of shares
by the Company are as follows:

No. of shares

Highest price per

BE  LHEIEERS

REBEZE-_FE—NFANA=+BLA<@EA

N A AT E 406,000 08 A QB E &
B BRZBROEWETHE  -BHEARAER
mzEFEBRT

B

=

Lowest price per Aggregate price

Month of repurchase repurchased share (HK$) share (HK$) paid (HKS)

BRESE ERBRE ERAER
BE A5 BERGEE (B7T) (B7) (B7T)
April 2018 —ZE—-)\FMWA 406,000 3.86 3.84 1,564,040

The Board believes that such repurchase of shares will lead to an enhancement
of the net asset value of the Company and/or its earnings per share.

Save as disclosed above, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s shares.

Connected Transactions

Connected transactions (also related party transactions) have been disclosed
in Note 16 of the Interim Financial Report.

The above transactions constituted connected transactions under the Listing
Rules. The Directors are of the opinion that the above transactions were
entered into on normal commercial terms and on an arm’s length basis
and the terms of the above transactions are fair and reasonable so far as
the shareholders of the Company are concerned and in the interests of the
Company and the shareholders of the Company taken as a whole.

The above connected transactions constituted exempted connected
transactions under the Listing Rules as each of the percentage ratios is
less than 0.1% as defined under the Listing Rules when the agreements
were entered into.

Seasonality of Interim Operations

The effect of seasonal fluctuations on the Group’s interim operations was
immaterial.
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Model Code of Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 of the Listing Rules (the
“Model Code”). Following specific enquiry, each of the Directors confirmed
that he/she has complied with the Model Code during the period.

Interim Dividend

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

Audit Committee

The Company established an Audit Committee on 17 April 2002 consisting
of four Independent Non-executive Directors with written terms of reference
in compliance with Appendix 14 of the Listing Rules. The primary duties
of the Audit Committee are to review and supervise the Group’s internal
control and financial reporting process (including the interim report before
recommending them to the Board of Directors for approval). The Group’s
unaudited interim results for the six months ended 30 June 2018 have been
reviewed by the Audit Committee of the Company, which was of the opinion
that the preparation of such results complied with the applicable accounting
standards and requirements and that adequate disclosures have been made.

Remuneration Committee

The Company established a Remuneration Committee on 29 September
2005 consisting of four Independent Non-executive Directors with written
terms of reference in compliance with Appendix 14 of the Listing Rules. The
primary duties of the Remuneration Committee regarding the remuneration
of directors and senior management include making recommendations
on remuneration policy and structure, reviewing and approving the
management’s remuneration proposals, making recommendations on
remuneration packages of all directors and senior management, reviewing
and approving termination compensation, dismissal or removal compensation
arrangements, and ensuring that no Director or any of his associates is
involved in deciding his own remuneration, etc.
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Nomination Committee BREZEE®

The Company established a Nomination Committee on 22 March 2012 AAFRZZTE—ZF=A =+ ZHKILIEH
consisting of four Independent Non-executive Directors and the chairman % E8® - KEBRREM BB U ERTEERE
of the board with written terms of reference in compliance with Appendix 14 F&EXJ/F - WER FmR BN+ ONEEE
of the Listing Rules. The primary duties of the Nomination Committee areto  H B E&HE - REEZE G 2T ERBEREF
review the structure, size and composition of the board annually and make BRI EF G 232 - AELKEHES - Wt
recommendations on any proposed changes to the board to complementthe  EE#{EH 2 FFHmMEFTSREEBE &2 -

issuer’s corporate strategy, identify individuals suitably qualified to become £ 2 B#E T A Z P EFEBEHBEA  ME A
board members, assess the independence of Independent Non-executive H&EBEEWRAIBETEFEHEZ AT i 7T
Directors, and make recommendations to the board on the appointment or B FERITEF 2B IM  URREFTEE

re-appointment of Directors and succession planning for Directors. FENZEREFETHERNESSREHE
By Order of the Board AEZgm

Li Jialin FIERITHAER

Chairman and Chief Executive Officer ZEM

Hong Kong, 28 August 2018 'R ZE-N\FNAZ+NH
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VSTECS HOLDINGS LIMITED
B EAERAERZEA

Unit 3312, 33/F

China Merchants Tower, Shun Tak Centre

200 Connaught Road Central, Hong Kong
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Tel: +852 2786 1836 Fax: +852 2786 1746
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