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“E-NFEFHRE FEBRBEEERAR

The board of directors (the “Board”) of Sino-i Technology Limited (the
“Company”) hereby announces the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the six months ended 30
June 2019 together with the comparative figures for 2018 as follows:

CONDENSED CONSOLIDATED INCOME

STATEMENT

For the six months ended 30 June 2019

FREHEBEEERA AT ((Ara)Ese([=
Ee)EHEHRARRIREMBRAR ([AE
B )& Z=2019%F6 A308 IL/NA B 2 K& E
BARBELE BRI 2018FEZ L REFMT ¢

BRAFEERER

HZE2019F 6 A30HIE/NEA

For the six months
ended 30 June

BZ6H30AIEAER
2019 2018
HK$°000 HK$'000
FET FHT
Notes (Unaudited) (Unaudited)
BitaE (RBEX) (REEEZ)
Revenue Uz 6(a) 473,272 508,516
Cost of sales and services provided THE MR ARTE 2 A (84,127) (84,780)
Gross profit EH 389,145 423,736
Other operating income HAp &2 WA 6(b) 68,003 68,394
Selling and marketing expenses SHE RTinHEER X (295,672) (333,459)
Administrative expenses THHAX (45,456) (59,878)
Other operating expenses Hithge g M= (103,832) (123,406)
Finance costs BhE RN 7 (2,575) (2,211)
Share of results of associates FEMRESE R A A (4,388) (2,831)
Gain on disposal of subsidiaries HEMB AR Z S 16 - 428,952
Profit before income tax FriS %t Al i 71 8 5,225 399,297
Income tax expense st 9 (8,318) (6,791)
(Loss)/Profit for the period i (E518), A (3,093) 392,506
(Loss)/Profit for the period attributable to: LT ALTEEHR
(E8), &R
Owners of the Company ViN/NEIETZ SN (2,695) 393,560
Non-controlling interests RS RE 2 (398) (1,054)
(3,093) 392,506
HK cent HK cent
Al AL
(Losses)/Earnings per share for (loss)/profit  HiRZA R THEE AEWN
attributable to the owners of (B1R), BRz
the Company for the period SR (&8) BT 11
— Basic — &K (0.014) 1.976
— Diluted — 88 (0.014) 1.976

03

WWW.Sino-i.com



Sino-i Technology Limited Interim Report 2019

CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
For the six months ended 30 June 2019

ERFE 2 ENERER

#HZE2019%F6 A30 8 IE/~EA

For the six months
ended 30 June

BZ6A30HILAEA
2019 2018
HK$'000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(REEX) (REEERZ)
(Loss)/Profit for the period M (EE), B F (3,093) 392,506
Other comprehensive income Hh2mEk &
Items that may be reclassified subsequently HEAEEF MR EmRZEA -
to profit or loss:
Exchange differences on translation of BEFINEEA SRR ZIER =5
financial statements of foreign operations (26,767) (17,531)
Exchange differences on translation of BmERERE R ZELEE
investment in associates 692 11
Release of reserve upon disposal of subsidiaries REEKE R RSERHEE - (137,543)
Total comprehensive income for the period HRAZHEWZETE (29,168) 237,543
Total comprehensive income attributable to: LT A+ E{E2E RS :
Owners of the Company ViN/NETEZ V=N (28,768) 261,562
Non-controlling interests SRR R (400) (24,019)
(29,168) 237,543
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“E-NFERHRE FEBRBEEERAR

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
As at 30 June 2019

R AR & B AR Rk

201946 H30H
30 June 31 December
2019 2018
2019 & 20184
6 A30H 12H31H
HK$°000 HK$'000
FET FHT
Notes (Unaudited) (Audited)
BiaE (REEX) (fe&E%)

ASSETS AND LIABILITIES

Non-current assets

BEREE
FRBEE

Property, plant and equipment M - HE MERE 12 116,902 52,139
Prepaid land lease payments EFE N 2 TR L

under operating leases =% - 11,148
Financial assets at fair value through BAABEFAEMEE

other comprehensive income Wz SmEE 324 324
Interests in associates PG /N e 29,921 35,002
Goodwill S 76,855 76,883
Other intangible assets HivmEEE 89,554 92,189
Loan to immediate holding company MBEEERATER 1,376,661 356,995

1,690,217 624,680

Current assets RBEE
Trade receivables FEWE S 3kIA 13 41,370 24,197
Deposits, prepayments and other e ERNRIEREMEK

receivables RIB 95,933 98,689
Financial assets at fair value through BAREEABREZ

profit or loss TREE - 47,765
Loan to immediate holding company MEEERATER = 1,127,112
Cash and cash equivalents ReNERIIREIEHR 295,657 170,417

432,960 1,468,180
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (continued)

GLE RS SO ESC )

As at 30 June 2019 201996 A30H
30 June 31 December
2019 2018
2019 & 20184
6 H30H 12 A31H
HK$'000 HK$'000
F& T FET
Notes (Unaudited) (Audited)
P5E (REER) (%)
ASSETS AND LIABILITIES EENERE
Current liabilities RBEE
Trade payables e E SRR 14 47,899 54,350
Other payables and accruals HAth fE(I B R FERT B A 43,301 48,753
Contract liabilities AHatE 197,238 211,128
Provision for tax IR 166,012 158,591
Amount due to a director R—ZEENIE 532 532
Amount due to immediate holding company REBEERABIFIE 28,040 33,544
Amounts due to associates UNGASYNGIE ] 5,695 5,534
Bank borrowings, secured BEEARITEE 16,105 -
Other employee benefits Hithlg 8187 20,435 16,923
Finance lease liabilities mEHEERE - 2
Lease liabilities HEBE 12,201 -
537,458 529,357
Net current (liabilities)/assets RE(EE) EEFE (104,498) 938,823
Total assets less current liabilities HEERABERE 1,585,719 1,563,503
Non-current liabilities FkRBEE
Other employee benefits Hithlg 8187 27,247 27,260
Lease liabilities HEaE 50,788 -
Deferred tax liabilities RIETRIBEE 4,018 4,475
82,053 31,735
Net assets EEEE 1,503,666 1,531,768
EQUITY En
Share capital B& A 15 240,597 240,597
Reserves HE 1,270,809 1,298,511
Equity attributable to RAREE AELER
the Company’s owners 1,511,406 1,539,108
Non-controlling interests FEIE R (7,740) (7,340)
Total equity XA 1,503,666 1,531,768
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“E-NFEFHRE FEBRBEEERAR

CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
For the six months ended 30 June 2019

FE%EH nv_\éiﬁﬁ:ﬁiﬁ%
HZE2019%F6 A30HIEXEA

For the six months
ended 30 June
HZ6H30RLLAEAR

2019 2018
HK$°000 HK$'000
TExT TAT

(Unaudited) (Unaudited)
(REER) (REg#Z)

Net cash (used in)/generated from

e () /ISR &5

operating activities (30,347) 35,981
Net cash generated from investing activities B R TSRS FEE 193,810 555,982
Net cash used in financing activities BMEEBFTHER ST (12,637) (165,596)
Net increase in cash and cash equivalents RENERRSBR L INFER 150,826 426,367
Cash and cash equivalents at 1 January M1A1BZBRERERBEEER 170,417 304,874
Effect of foreign exchange rate changes, GNESTE REB BN HFTIF IR & 2 &

on cash held (25,586) (26,412)
Cash and cash equivalents at 30 June R6A30AZREREFREER 295,657 704,829
Analysis of the balances of ReRERESEREHR N

cash and cash equivalents
Cash at banks and in hand RITEFREFRS 295,657 704,829
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the six months ended 30 June 2019

ERRSEERER

#HZE2019%F6 A30 8 1E/~EA

Equity attributable to the Company's owners

ARAEEAELRER
Financial
assets at
fair value
through
other
Capital comprehensive  Share-based Non-
Share  distribution General  Exchange income  payments  Retained controlling Total
capital reserve reserve reserve reserve reserve profits Total interests equity
RAAEE
ARM
2EKEZ
&% tREE R
ke AREE  -RERE  ENRE it ZffE REEA 8% FERER  BEER
HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
TR TR TEn TER TR TR Tén TER TR TR
(note 15)
(&2 15)
At 1 January 2019 (audited) R2019E17 1R (B87) 240,597 52,622 (31,907) 1,501 (114) 178 1276231 1,539,108 (7,340) 1,531,768
Loss for the period BrEg = = = = = = (2,695) (2,695) (398) (3,093)
Other comprehensive income ~ Hft 2 Elk
Items that may be reclassified Ak EN7EE
subsequently to profit or oss: BaERE -
— Exchange differences on —BERNERURRR
translation of financial ZEREE
statements of
foreign operations - - - (26,765) - - - (26,765) ()] (26,767)
— Exchange differences on —hEREBENE L
translation of investment EXER
in associates - - - 692 - - - 692 - 692
Total comprehensive income for ~ B2 HHHAE
the period - - - (26,073) - - (2,695) (28,768) (400) (29,168)
Share-based payment expense DY OEOPA T - - - - - 1,066 - 1,066 - 1,066
At30 June 2019 (unaudited) R2019%6530H
(REEH) 240,597 52,622 (31,907) (24,572) (114) 1204 1273536 1,511,406 (7,740) 1,503,666
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—E-NFERRRE FEBRESERAR

CONDENSED CONSOLIDATED STATEMENT OF FfSEA4iSRESEE R @
CHANGES IN EQUITY (continued)

For the six months ended 30 June 2019 HZE2019%F6 A30H1ENEA

Equity attributable to the Company's owners

LYNGI PN Y 5
Capital Non-
Share  distribution General  Exchange  Retained controlling Total
capital reserve reserve reserve profits Total interests equity
BRAR AR

fhes BE KRR EXEE  REEN b B RReR
HKS000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000
TEL  TEn  TET  TET  TEn  TET  TET  TER

(note 15)
(B3t 15)
At 31 December 2017 as R2017E12A318
originally presented (audited) [R5 (E &%) 240,597 52,622 9,761 80913 1,422,089 1,805,982 17406 1,823,388
Initial application of HKFRS 15 BREREANBRS
EHE15% - - - - (737) (7.37) - (7.31)
Restated balance at 1 January 2018 R018F1R18Z
(unaudited) BHIEH (REER) 240,597 52,622 9,761 80913 1,414,718 1,798,611 17406 1,816,017
Profit/{Loss) for the period Brafl/ (B8) - - - - 393560 393,560 (1,054) 392,506
Other comprehensive income B2 ENE
Items that may be reclassified RETHENIEE
subsequently to profit or loss: Bak2EE
— Exchange differences on —RERN BB
translation of financial statements JERER
of foreign operations - - - (1753 - (1753) T (17,531
— Exchange differences on translation ~ — EHAKL AT
of investment in associates JERES - - - 11 - 111 - 111
— Release of reserves upon disposal ~~ — RHEHBAT
of subsidiaries (note 16) HikER
(KsE16) - - (41,668) (72,909) - (1N4,577) (22,966)  (137,543)
Total comprehensive income for Bn2EYHLEE
the period - - (41,668) (90330) 393,560 261,562 (24019 237543
Proposed special dividend for 2017 BE 2017 ERER
(note 10) & (M3 10) - - - - (99573)  (99,573) - (99573
At 30 June 2018 (unaudited) 20186 A30A
(REBE) 240,597 52,622 (31,907) (9417) 1,708,705 1,960,600 (6,613) 1,953,987
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NOTES TO THE CONDENSED CONSOLIDATED f§HER%R& A HA Bt 75 3R 3R F &
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2019

ik

10

GENERAL INFORMATION

The Company is a limited liability company incorporated and
domiciled in Hong Kong. The address of its registered office and its
principal place of business is located at 12/F., The Octagon, No. 6
Sha Tsui Road, Tsuen Wan, New Territories, Hong Kong. The
Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “"Hong Kong Stock
Exchange”).

The Group is principally engaged in the provision of enterprise
cloud services.

The immediate holding company of the Company is Nan Hai
Corporation Limited (“Nan Hai"), a company incorporated and
domiciled in Bermuda and its shares are listed on the Main Board of
the Hong Kong Stock Exchange. The directors consider the ultimate
holding company of the Company is Dadi Holdings Limited, a
limited liability company incorporated in Hong Kong.

These condensed consolidated interim financial statements are
presented in Hong Kong dollars (“HK$"), unless otherwise stated.

These condensed consolidated interim financial statements are
unaudited, but have been reviewed by the audit committee of the
Company and approved and authorised for issue by the Board on
29 August 2019.

BASIS OF PREPARATION

These condensed consolidated interim financial statements have
been prepared in accordance with Hong Kong Accounting Standard
34, Interim Financial Reporting (“HKAS 34"), issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and the
applicable disclosure provisions of Main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

These condensed consolidated interim financial statements have
been prepared with the same accounting policies adopted in the
2018 annual financial statements, except for those that relate to
new standards or interpretations effective for the first time for
periods beginning on or after 1 January 2019. This is the first set of
the Group’s financial statements in which Hong Kong Financial
Reporting Standard 16, Leases (“HKFRS 16"), has been adopted.
Details of any changes in accounting policies are set out in note 3.

WWW.Sino-i.com
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“E-NFEFHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

2.

BASIS OF PREPARATION (Continued)

The preparation of these condensed consolidated interim financial
statements in compliance with HKAS 34 requires the use of certain
judgements, estimates and assumptions that affect the application
of policies and the reported amounts of assets and liabilities,
income and expenses on a year to date basis. Actual results may
differ from these estimates. The areas where significant judgements
and estimates have been made in preparing these condensed
consolidated interim financial statements and their effect are
disclosed in note 4.

These condensed consolidated interim financial statements contain
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 2018
annual financial statements. These condensed consolidated interim
financial statements and notes do not include all of the information
required for a complete set of financial statements prepared in
accordance with Hong Kong Financial Reporting Standards (the
“"HKFRSs"”) and should be read in conjunction with the 2018
consolidated financial statements.

The financial information relating to the year ended 31 December
2018 that is included in the condensed consolidated interim
financial statements as comparative information does not constitute
the Company’s statutory annual consolidated financial statements
for that year but is derived from those financial statements. Further
information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Hong Kong
Companies Ordinance (Cap. 622) (the “Companies Ordinance”) is
as follows:

The Company has delivered the financial statements for the year
ended 31 December 2018 to Registrar of Companies in accordance
with section 662(3) of, and Part 3 of Schedule 6 to, the Companies
Ordinance.

The Company'’s auditor has reported on those financial statements.
The auditor’s report was unqualified; did not include a reference to
any matters to which the auditor drew attention by way of
emphasis without qualifying its report; and did not contain a
statement under section 406(2), 407(2) or (3) of the Companies
Ordinance.

& BA AR & FR 2R B 5 R R B

(&)

HZ2019F6 A30H /5@ A

2.

WEEXE ()

REMABEBGERNEMR IS
AEAPHMBERRBEL S EHE
ERAURERNESEERAEE WAR
HX2REBE2E TFHE  H3tRRE
R BERERTERNSHFRFRT
Al o B SRR A h R SRR
el BEAH RASHGEERELTE
KMt AR -

I E B RAAR S P HII TS SRR B A I RAAR
AU BRE IR ERPBME - ZEM
B IERAES B 2018 FFE YR
FHBEURMBRAREESHMEB
BEAZEHRRSZHE - WEEHBREE
P IS RR ML TR IERIEEE
RS ER((FEMEREELN DR
BBRENBERENMEZMBER W&
HL2018 F4R & ISRz —F5E -

HE2018F 12 A31BILFEZHEE
BHE AL B AR S ARSI 5
HE ZEERTTEBREZFEEARRF
CEEFEHAVBRE  BREZSE
BISHRE - BEAARBEEB QLD (B
622%) ([ ABEMEB ) B 43616 T A E
ZIEEMIERE 2 E—TERNT ¢

AR A TG 5 662(3) 16 K M 2% 6 55 3 {5
ZHTE  ARFREM@MARFEMERERERIE
REE2018F 12 A31HILFE 2 017
Hx -

RRARZEMEMZETBHRE L AR
s ZBMmEAEREER  TESH
BRBMRERENEBEREER B
T RRBEEMAMS e AEE
W RE B R IE R BEGIZE 406(2) ~ 407(2)
2k 3) & VE L 2 BRit
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NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

2.

12

BASIS OF PREPARATION (Continued)

These condensed consolidated interim financial statements have
been prepared on the going concern basis which assumes the
realisation of assets and satisfaction of liabilities in the ordinary
course of business notwithstanding that the Group had net current
liabilities of approximately HK$104,498,000 (31 December 2018:
net current assets of approximately HK$938,823,000) as at 30 June
2019. The Board is of the opinion that the Group will have
sufficient resources to satisfy its working capital and other financing
requirement in the foreseeable future on the basis that the Board
foresees that the Group is able to generate positive cash flows from
operation for the next twelve months.

In the view of the above, the Board is of the opinion that the Group
will have sufficient cash resources to satisfy its future working
capital and other financing requirements. Accordingly, these
condensed consolidated interim financial statements have been
prepared on a going concern basis.

CHANGES IN HKFRSs
The HKICPA has issued a number of new or amended HKFRSs that
are first effective for the current accounting period of the Group:

HKFRS 16, Leases

o HK(IFRIC)-Int 23, Uncertainty over Income Tax Treatments

° Amendments to HKFRS 9, Prepayment Features and Negative
Compensation

. Amendments to HKAS 19, Plan Amendment, Curtailment or
Settlement

° Amendments to HKAS 28, Long-term Interests in Associates
and Joint Ventures

. Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23

included in Annual Improvements to HKFRSs 2015-2017
Cycle

WWW.Sino-i.com
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“E-NFEFHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED f&SER%r& A HA B 73R 3k P &E
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

3.

CHANGES IN HKFRSs (Continued)

The impact of the adoption of HKFRS 16 has been summarised in
below. The other new or amended HKFRSs that are effective from 1
January 2019 did not have any significant impact on the Group's
accounting policies.

()

IMPACT OF THE ADOPTION OF HKFRS 16

HKFRS 16 brings significant changes in accounting treatment
for lease accounting, primarily for accounting for lessees. It
replaces HKAS 17, Leases (“HKAS 17"), HK(IFRIC)-Int 4,
Determining whether an Arrangement contains a Lease
("HK(IFRIC)-Int 4"), HK(SIC)-Int 15, Operating Leases —
Incentives and HK(SIC)-Int 27, Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. From a
lessee’s perspective, almost all leases are recognised in the
statement of financial position as right-of-use assets and lease
liabilities, with the narrow exception to this principle for leases
which the underlying assets are of low-value or are
determined as short-term leases. From a lessor’s perspective,
the accounting treatment is substantially unchanged from
HKAS 17. For details of HKFRS 16 regarding its new definition
of a lease, its impact on the Group's accounting policies and
the transition method adopted by the Group as allowed
under HKFRS 16, please refer to sections () to (IV) of this
note.

The Group adopted HKFRS 16 using the modified
retrospective approach with a date of initial application of 1
January 2019, under which the cumulative effect of initial
application is recognised as at 1 January 2019. As a result, the
comparative information in 2018 has not been restated.

(%)

HZ2019F6 A30H /5@ A

3.

ERMBREENSE (&)
RMBE ST REERFE 1655 2 28
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Sino-i Technology Limited Interim Report 2019

NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued) ()

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)

HZ2019F6 A30H IE/~EA
3. ERAUBHREENEE &)

()

IMPACT OF THE ADOPTION OF HKFRS 16
(Continued)

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as “operating leases” under the principles of HKAS
17. These liabilities were measured at the present value of the
remaining lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 January 2019. The lessee’s
weighted average incremental borrowing rate applied to the
lease liabilities on 1 January 2019 was 7.11%.

The associated right-of-use assets were measured at the
amount equal to the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to that lease
recognised in the condensed consolidated statement of
financial position as at 1 January 2019. For all these right-of-
use assets, the Group has applied HKAS 36, Impairment of
Assets, at 1 January 2019 to assess if there was any
impairment as on that date.

The following tables summarised the impact of transition to
HKFRS 16 on the consolidated statement of financial position
as of 31 December 2018 to that of 1 January 2019 (increase/
(decrease)):

)

RWE BN BREERE 165K
a7 JC-)

I E A B 75 i 5 2RI 25 16 5%
% AEBEEREAREESSE
ERENTR RN EA [&EEH
ElzHERREEARE 258
BEBEFSGBENFEZRE
£ WEAAMBAR2019F1 A1
RSB EFEMIE - FHAAR

IR EEEFERET 1%

T AEEERBASNEERE
2 SRR E - WIERR 201941 A
1 BIEEIRRER & BT IS AR R e s B
HErEy EBEMSETREN
REBELRAE - gt ZEEA
HEEMS  NEBBER2019F1
A1BRAB BT ERIFEIHE
ERE] N HEHEZEREGH
AEATRVE -

TRBE AR E = BB WS ER
F 169 ¥ 2018F 12 A31 H=2019
F1A1BEREBARRE 2 P8 (38
A CRid)) -

HK$000
T
(Unaudited)
(REEXR)
Impact on the condensed consolidated statement ¥/ 20194 1 A 1 B Z fRR4R & 8175
of financial position as at 1 January 2019 RRE 2 &
Non-current assets FRBEE
Right-of-use assets presented within properties, Y% - MENRE 25 2 EA#E
plant and equipment BE 92,895
Prepaid land lease payments under operating REHE N2 BN tHHEEE
leases (11,148)
81,747
Non-current liabilities FRBAE
Lease liabilities HEBE 34,142
Current liabilities REBAE
Lease liabilities HEBE 47,605
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—E-NFERRRE FEBRESERAR

NOTES TO THE CONDENSED CONSOLIDATED fSER%4R& B IS SR R B &E
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)

)

IMPACT OF THE ADOPTION OF HKFRS 16

(Continued)

The following reconciliation explains how the operating lease
commitments disclosed applying HKAS 17 as at 31 December
2018 could be reconciled to the lease liabilities at the date of
initial application recognised in the condensed consolidated
statement of financial position as at 1 January 2019:

Reconciliation of operating lease commitment
to lease liabilities

(%)

HZE2019F6 A30HIEAEA
3. EARANKREFELNEH @

U]

RANEBYKREERE 1657
FE®

AT BRI EN 20184 12 A 31 H
ERAEASFEFEITRER
LEHEAE MM ER 2019F 1 A
1B 2SR E M BRRAKRPER
RERERBH s HEGEETY
BE :

KEHERERAEEE
¥ iR

HK$°000
FET
Operating lease commitments disclosed as at R2018F 12 A3 ABRBEZEEHE
31 December 2018 (audited) AHE (EZ) 49,518
Discounted using the lessee’s incremental REXERBBEAABAEEREE
borrowing rate at the date of initial application R =B (8,745)
Leases included in extension option which the Group 5t ARNEE R AE IEHEFE 1T
considers reasonably certain to exercise BERCEE 40,974
Lease liabilities recognised as at 1 January 2019 R2019F 1 A1 AR HEAR
(unaudited) (RIEER) 81,747
Of which are: HAR:
Current lease liabilities (unaudited) MEBEE A G CREER) 47,605
Non-current lease liabilities (unaudited) ERBDEEABE (REEXR) 34,142
81,747
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Sino-i Technology Limited Interim Report 2019

NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued) ()

For the six months ended 30 June 2019 HZE201996 A30H1E/5EA

3. CHANGES IN HKFRSs (Continued) 3. BEENBREENEE @)
() THE NEW DEFINITION OF A LEASE m HENHER
Under HKFRS 16, a lease is defined as a contract, or part of a BIEEB SRS AR E 1658
contract, that conveys the right to use an asset (the underlying THEHTEANRBESEE (HH
asset) for a period of time in exchange for consideration. A BEE)N —REREARNERED
contract conveys the right to control the use of an identified —BAEHHELN—D - BB
asset for a period of time when the customer, throughout the REEEE R AR R : (a) BREER
period of use, has both: (a) the right to obtain substantially all FHEEHANEETKOBARED K
of the economic benefits from use of the identified asset; and ERam: MbO)BEEBREHANE
(b) the right to direct the use of the identified asset. ERRBRE - S4MWERER AR —
BREEAEGE#ANEEN AR
For a contract that contains a lease component and one or MEBEHERD AN —IBZIERE
more additional lease or non-lease components, a lessee shall SNEESIERER DA HIMS
allocate the consideration in the contract to each lease EBEAEBEORESEESHE
component on the basis of the relative stand-alone price of By BEEZHEK S AEE T
the lease component and the aggregate stand-alone price of B MIEHER D BB LB
the non-lease components, unless the lessee apply the BrIEFFAATE A BIREE FAF &
practical expedient which allows the lessee to elect, by class HAIZEBEEBREETHE
of underlying asset, not to separate non-lease components EXRSFESIEFHEENXSD @ e
from lease components, and instead account for each lease EHEX D REREEIEAER S
component and any associated non-lease components as a ABRIIEE —HEK S °
single lease component.
The Group has elected not to separate non-lease components AEEEEENRDIEHEK DI
and account for all each lease component and any associated HFABEHERMESHENS RIE
non-lease components as a single lease component for all IFEBIEHER D ARSI {EE—7R
leases. EWS -
(1) ACCOUNTING AS A LESSEE () EREEANSTERE

16

Under HKAS 17, a lessee has to classify a lease as an
operating lease or a finance lease based on the extent to
which risks and rewards incidental to ownership of a lease
asset lie with the lessor or the lessee. If a lease is determined
as an operating lease, the lessee would recognise the lease
payments under the operating lease as an expense over the
lease term. The asset under the lease would not be recognised
in the statement of financial position of the lessee.

WWW.Sino-i.com
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“E-NFERHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED f&SER%r& A HA B 73R 3k P &E
INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2019 HZE201996 A30H1E/NEA

3. CHANGES IN HKFRSSs (Continued) 3. BEEUKEREEDNSE @)
(Il1) ACCOUNTING AS A LESSEE (Continued) ) EARERBEANSTEREE)

Under HKFRS 16, all leases (irrespective of they are operating
leases or finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets and lease
liabilities, but HKFRS 16 provides accounting policy choices for
an entity to choose not to capitalise (i) leases which are short-
term leases and/or (ii) leases for which the underlying asset is
of low-value. The Group has elected not to recognise right-of-
use assets and lease liabilities for low-value assets and leases
for which at the commencement date have a lease term less
than 12 months. The lease payments associated with those
leases have been expensed on straight-line basis over the
lease term.

The Group recognised a right-of-use asset and a lease liability
at the commencement date of a lease.

Right-of-use asset
The right-of-use asset should be recognised at cost and would
comprise:

(i)  the amount of the initial measurement of the lease
liability (see below for the accounting policy to account
for lease liability);

(i) any lease payments made at or before the
commencement date, less any lease incentives received;

(i) any initial direct costs incurred by the lessee; and

(iv) an estimate of costs to be incurred by the lessee in
dismantling and removing the underlying asset to the
condition required by the terms and conditions of the
lease, unless those costs are incurred to produce
inventories.

REFEMBREENF165% -
FERE(THAKEREXIRE
HE) BARFHIMRRAERE AN BE
REEENHEERARE  WEBYK
BEERF1KABERIEHRS
BERE  ADERETKGBRE
ENMEER () EBEERKE
BENHEETENL - AEEDE
BT EBEEEARKAKRA S
HERLR12EANHEEERE
REEERHEERE -HZFHE
HRENEENRE N EERRNRE
FROEHH

AEBRHERKE AEREMRE
BENMEERE -

EHEEE
L ERE AR L E
SEE

)y MFHAEHEEENZR(E
TXERHEEREARNE
FHERE)

(i)  MNFH A% AER T
{a] 78 & A SRR 2 U BR B ]
HE R

(iiy FAEAEENTEIZEE
A - &

(iv) A AREHEE R GEM
MEMBR T DB RBHRA
BB B E A At
Ko BRIFRERATIREE
FEMmMEERIERIN -
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Sino-i Technology Limited Interim Report 2019

NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued) ()

For the six months ended 30 June 2019 HZE201996 A30H1E/5EA

3. CHANGES IN HKFRSSs (Continued) 3. BEEUBREEDNESE @)
(1) ACCOUNTING AS A LESSEE (Continued) ) EARERBEANSTHERE@E)

18

Right-of-use asset (Continued)

The Group measures the right-of-use assets applying a cost
model. Under the cost model, the Group measures the right-
to-use at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement of
lease liability.

The Group has leased a number of properties under tenancy
agreements which the Group exercises it judgement and
determines that it is a separate class of asset apart from the
leasehold land and buildings which is held for own use. As a
result, the right-of-use asset arising from the properties under
tenancy agreements are carried at depreciated cost.

Lease liability

The lease liability should be recognised at the present value of
the lease payments that are not paid at the date of
commencement of the lease. The lease payments shall be
discounted using the interest rate implicit in the lease, if that
rate can be readily determined. If that rate cannot be readily
determined, the Group shall use the Group’s incremental
borrowing rate.

The following payments for the right-to-use the underlying
asset during the lease term that are not paid at the
commencement date of the lease are considered to be lease
payments:

(i) fixed payments less any lease incentives receivable;

(i)  variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at
commencement date;

(i) amounts expected to be payable by the lessee under
residual value guarantees;

(iv)  the exercise price of a purchase option if the lessee is
reasonably certain to exercise that option; and

(v)  payments of penalties for terminating the lease, if the
lease term reflects the lessee exercising an option to
terminate the lease.
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“E-NFERHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED f&SER%r& A HA B 73R 3k P &E
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

3. CHANGES IN HKFRSs (Continued)
(1) ACCOUNTING AS A LESSEE (Continued)
Lease liability (Continued)
Subsequent to the commencement date, a lessee shall
measure the lease liability by:

(v)

(i)

increasing the carrying amount to reflect interest on the
lease liability;

(i)  reducing the carrying amount to reflect the lease
payments made; and

(i) remeasuring the carrying amount to reflect any
reassessment or lease modifications, e.g. a change in
future lease payments arising from change in an index
or rate, a change in the lease term, a change in the in-
substance fixed lease payments or a change in
assessment to purchase the underlying asset.

TRANSITION

The Group has also applied the following practical expedients:

(iii)

applied a single discount rate to a portfolio of leases
with reasonably similar characteristics;

applied the exemption of not to recognise right-of-use
assets and lease liabilities for leases with term that will
end within 12 months of the date of initial application
(1 January 2019) and accounted for those leases as
short-term leases;

exclude the initial direct costs from the measurement of
the right-of-use asset at 1 January 2019; and

used hindsight in determining the lease terms if the
contracts contain options to extend or terminate the
leases.

In addition, the Group has also applied the practical
expedients such that: (i) HKFRS 16 is applied to all of the
Group's lease contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4; and (i) not to
apply HKFRS 16 to contracts that were not previously
identified as containing a lease under HKAS 17 and HK(IFRIC)-

Int 4.

(%)

HZ2019F6 A30H /5@ A
3. ERAUBHREENEE H)

(1)

(v)

EAFRBANSHEE (@)
HESE®W)

Bt B A - ATFAA BB T
FRIEHEEEE

(i) ENMEEEARREEAE
HAILE

(i) WA RREEARBRELNHE
B &

B AT 8 MR E (E A R BRAE ]
EfsHEEN  miE8E
MEEBHEHHRBEEMNK
THENRES LB ERRA
BEMEEE -

(iii)

B
AEETEEA T EERES
%

() SAEAEMEUSENEE
HaEmRE—JRE

iy EATHEREBBENENE
B HEQI9FEI1IATR)
FFREARNGERZFEREE
ELHEBE 2R Wi
ZEHERRANEE

(i) TEIEMN2019F1 A18 5
EFRBREEEENVFE
BRA &

vy HMENHELERIKILEE
HEEE AINFREEM
B8 -

SN AEETERAEREES
EAE (VB EABMBREERFR
16 AN AERE LA EREE
SR ERIE 7R EE (BB
BEREBZER) -REFIRH
MREENMBEHEESH )l
ERBEVBHRELERNF 1657 &
FRSERIY EIRIEE B G 5T RIS
17 EER (BB BHRERESR
BEg)-REF4ATINRSEME
ENEH -
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Sino-i Technology Limited Interim Report 2019

NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued) ()

For the six months ended 30 June 2019 HZE201996 A30H1E/5EA

HE R 2ER

e EBAKRE T RRBHRRE - B
BEEARRASBESHRRRIFLZE
KA R I EERE T ERIRE
2018 FEMBHRAAEMENRRF - H
4B E 3 i 2t B2 PR B B A R 5 R Rl
165 AR 2 N EA A K fE5 T HEE

4. USE OF JUDGEMENTS AND ESTIMATES 4,
In preparing these condensed consolidated interim financial
statements, the significant judgements made by the management
in applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to 2018
annual financial statements, except for new significant judgements
and key sources of estimation uncertainty related to the application

of HKFRS 16 as described in note 3. A& 2 EZHIRERIN o
5. SEGMENT INFORMATION 5. oIER

EZeRRACEERBIRERREER
ROB KRR FEIENBEDIRE o —
EiEHERER D -

The Board has identified the enterprise cloud services as the only
business component in internal reporting for their decisions about
resources allocation and performance review.

For the six months
ended 30 June

20

BZ6A30HLXEA
2019 2018
HK$'000 HK$’000
FET FHT
(Unaudited) (Unaudited)
(REEE®X) (REEERZ)

Reportable segment revenue Al 2| HUEE 473,272 508,516
Reportable segment loss before income tax Al 2RO EBETS IR ATEE (42,632) (55,613)
Bank interest income RITA BN 255 645
Other interest income HEaF s A 53,547 39,903
Exchange gain B R s 3,023 5,648
Gain on disposal of financial assets at HERAABEFABREREZ

fair value through profit or loss BEVEE CWE 3,917 1,529
Depreciation and amortisation e NN (259) (1,191)
Depreciation of right-of-use assets FHREEEITE (1,195) -
Finance costs BB 2N (89) (2)
Fair value loss on financial assets at BARBEABRER 2R

fair value through profit or loss BEAAEEBE - (10,554)
Gain on disposal of subsidiaries HERB AR K - 428,952
Unallocated corporate expenses ROBLEEMRE (11,342) (10,020)
Profit before income tax PS5 A& 7 5,225 399,297
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—E-NFERRRE FEBRESERAR

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

5.

SEGMENT INFORMATION (Continued)

For the six months ended 30 June 2019, approximately
HK$103,699,000 (six months ended 30 June 2018:
HK$154,005,000) was recognised by point in time and
HK$369,573,000 (six months ended 30 June 2018:
HK$354,511,000) was recognised by over time respectively.

%GRS T E B A AR MR

(%8)
HZ2019F6 A30H /5@ A

5. AEFER@E
H E201946 A308 It <~ A 4
103,699,000 7T (L= 20184 6 H30 H
1E75 @ B : 154,005,000 7T ) B 1% 5 RS
2hRE R 1M #9369,573,00078 T (& &
201846 A30H LE/~E A : 354,511,000
PE7T) B BER REITERR o

30 June 31 December

2019 2018
2019 F 20184
65301 128318
HK$°000 HK$'000
FE&T FET
(Unaudited) (Audited)

(REEK) (B&=Z)

Reportable segment assets AE2WmHHBEE 560,196 502,754
Reportable segment liabilities AI2moEaE (398,612) (352,225)

REVENUE AND OTHER OPERATING INCOME
(@ The Group's revenue represents revenue from enterprise
cloud services.

(b)  Other operating income:

6. WERHEMEEWA
(@) AEEWaEKALREREZW

o

(b) HEAZLERA :

For the six months
ended 30 June

BZ6H30HIEAAEAR
2019 2018
HK$'000 HK$'000
FET FET

(Unaudited) (Unaudited)
(REER) (Rig#EZ)

Bank interest income RITH BHA 378 778
Other interest income HF B UA 53,604 40,170
Government grants BT R 2,155 -
Rental income HE WA = 12,200
Refund of value-added tax AR 4,672 6,522

Gain on disposal of financial assets at HERARBETFABREZ
fair value through profit or loss BRVEE WA 3,917 1,529
Exchange gain P 5 U 2 2,948 5,881
Sundry income HIE UL A 329 1,314
68,003 68,394
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NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

7.

22

(%)

HZ2019F6 A30H IE/~EA

FINANCE COSTS 7. BERAE
For the six months
ended 30 June
BZ6H30HIEAAEA
2019 2018
HK$'000 HK$'000
FHBT FET
(Unaudited) (Unaudited)
(REBERZ) (REEEZ)
Interest on bank loans IRITEFF B 176 2,209
Interest on finance leases REHRER S - 2
Interest on leases liabilities HEBERNE 2,399 -
Amount recognised in profit or loss RiEmRER 2 25 2,575 2,211

PROFIT BEFORE INCOME TAX

For the six months
ended 30 June

BZ6A30HLXEA
2019 2018
HK$'000 HK$’000
FET FHT
(Unaudited) (Unaudited)
(REEX) (REEERZ)
The Group's profit before income tax is AREE TS ATE M &k
arrived at after charging: THFIHBIFH -
Amortisation of intangible assets other than ~ FREJERIN 7 B A B #ESS *
goodwill* 12,602 12,562
Depreciation of property, plant and ME BMEMRETE —BEEE*
equipment — owned assets* 7,341 28,921
Depreciation of property, plant and W - B REHETE — FAE
equipment — right-of-use assets* BE* 23,392 -
Operating lease charges on prepaid land lease* 8t + R & 7 KL E & * - 272
Write-off of property, plant and equipment*  #13 - B/E K& & * 4,800 4

* included in other operating expenses

WWW.Sino-i.com
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“E-NFEFHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED f&SER%r& A HA B 73R 3k P &E
INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2019

9. INCOME TAX EXPENSE

HZ2019F6 A30H /5@ A

9. FEBRExX

For the six months
ended 30 June

BZ6HA30HLAXEA
2019 2018
HK$'000 HK$’000
TET FAT
(Unaudited) (Unaudited)
(REEEX) (REER)
Current tax charge for period BRI BN HAR I 2
— Hong Kong profits tax — BEFER 5,222 5,222
— The People’s Republic of China Enterprise ~ — F3E A R HFBEI D EFTEH
Income Tax (“EIT") (TEEMSH ) 3,559 2,060
8,781 7,282
Deferred tax BRI (463) (491)
Income tax expense FriSfif X 8,318 6,791

On 21 March 2018, the Hong Kong Legislative Council passed The
Inland Revenue (Amendment) (No.7) Bill 2017 (the “Bill”) which
introduces the two-tiered profits tax rates regime. The Bill was
signed into law on 28 March 2018 and was gazetted on the
following day. Under the two-tiered profits tax rates regime, the
first HK$2 million of profits of the qualifying group entity is taxed at
8.25%, and profits above HK$2 million is taxed at 16.5%. The
profits of group entities not qualifying for the two-tiered profits tax
rates regime will continue to be taxed at a flat rate of 16.5%.

The directors considered the amount involved upon implementation
of the two-tiered profits tax rates is insignificant to the condensed
consolidated interim financial statements. Hong Kong profits tax is
calculated at 16.5% of the estimated assessable profit for both
periods.

EIT has been provided on the estimated assessable profits of
subsidiaries operating in Mainland China at 25% (six months ended
30 June 2018: 25%), unless preferential rates are applicable in the
cities where the subsidiaries are located.

MR2018F3A21H BB EZE2EB
2017 M UER]) (BTG E R ([ 1§
BIEZE])  SIAMBHFEFRRGE
G EZRP2018F3 A28 AR EX A
FWREBHEFIZER - BREREHFE
MEHE AEKREEEEEH28E5
T M 1512 8.25% 2 T EEFL - AR
2EEE T mAAIE16.5% 2 R B
e TRHEMAHFESHENEER
EEER AN AGEEIR165% 28—
TR -

EERR MABNESHREERERAYS
Mz e BHERGETHRMBRRME
YAEKN - RxmERE BEMNEH
DI ERBGEH 2 16.5% 71 H ©

BRIEFMIBARIFTER MR EERHE -
GRINFRAELCE ZHBATERE
T FE R TR 32 25% (H £2018%F 6
A30HIEXAR  25%) 2 B RAEE
XSRS -
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NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T

INTERIM FINANCIAL STATEMENTS (continued) ()

For the six months ended 30 June 2019 #HZE2019%F 6 A30H L/~ EA

10. DIVIDEND 10. RE
No dividend was paid and declared during the six months ended 30 H 220196 A 308 1F75E BB &K
June 2019 (six months ended 30 June 2018: Nil). EERERS(HZE2018%F6 A30H 1L/~

BA - &) o

A special dividend in respect of the year ended 31 December 2017 HE2017F12A31BEFE 2R RIE
of 0.5 HK cents per ordinary share, amounting to a total dividend BERETAEKROSEI BRELBNHA
of approximately HK$99,573,000 was proposed and approved at 99,573,000 TTE N AR A 2018 4F 5
the annual general meeting of the Company held on 30 May 2018. A30BR£TzREAEFAES FE2 it
Such dividend was paid on 5 July 2018. Ao BRI ER2018F 7 A5 HIRST ©

11. (LOSSES)/EARNINGS PER SHARE 1. 8RUBER) 2F
The calculation of basic (losses)/earnings per share for the six EHZE2019%F6 A30H IENEA 2 HIRE
months ended 30 June 2019 is based on the loss for the period K(ER), /BTN GHEE AR
attributable to owners of the Company of approximately BN E518 492,695,000 78 T (B 2 2018 4F
HK$2,695,000 (six months ended 30 June 2018: profit of 6 A30 8 1E7~EA : /& F393,560,000 %
HK$393,560,000) and on the weighted average number of ) MEAN B BT E @I N T 8 (48
approximately 19,914,505,000 ordinary shares in issue during the Mk — BEE ABIRR FI i1 2Bt 2
period after deducting the number of shares held by a custodian BB ZRMDEE ) #%)19,914,505,000 A5
under the restricted share award scheme. iS5 -
For the six months ended 30 June 2019, the computation of diluted HZE2019F6 A30B IE/NAA - &A% E#
losses per share does not assume the deemed vesting of share SEEENFTE W E BRI EEIRIERS
award as they would decrease the losses per share attributable to B RASEBERIESHOARDEE
the owners of the Company and have anti-dilutive effect. BANEEGREEAREEREEE -
For the six months ended 30 June 2018, diluted earnings per share HZ=2018F6 A30HIE/NEA - =i
was equal to the basic earnings per share as there was no potential BRAFNEERERELRET  RAAH
dilutive ordinary share in issue during the period. WD BT EBE S LB -

12. PROPERTY, PLANT AND EQUIPMENT 12. Y% - HERRE

24

During the six months ended 30 June 2019, the Group acquired
property, plant and equipment other than right-of-use assets with
total costs of approximately HK$5,421,000 (six months ended 30
June 2018: HK$2,509,000).

During the six months ended 30 June 2019, approximately
HK$4,800,000 property, plant and equipment (six months ended
30 June 2018: HK$4,000) were written off by the Group.

As at 30 June 2019, the carrying amount of the Group’s right-of-
use assets is approximately HK$71,389,000. During the six months
ended 30 June 2019, the Group has entered into several leases for
properties in Mainland China, and recognised the additions to right-
of-use assets amounting to approximately HK$1,500,000 for the
current period.
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HE2019F6 308 1ENEAR » A&EH
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6 A30H 17518 A : 2,509,000 JT ) %
BREREEEINCE - EREME -

HZE2019F6 A30HIENER - KER
fifl 54 BR T 0% {E 494,800,000 T (H =
201846 A30H LE7NME A : 4,000 7T)
2 BB MR -

MR2019F6 A30H "EBFERAESLE
B BRE (B 4 471,389,000/ T # =
2019 6 A30H IEXEAA - AEE R
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

13. TRADE RECEIVABLES

14.

13.

Trade receivables are due on presentation of invoices. Based on the
invoice dates, the aging analysis of the trade receivables is as

FEW & 5 K

%GRS T E B A AR MR

(%)

HZ2019F6 A30H /5@ A

EWESFBERNERERREH - U
BHFERBEZAEH ZREDTN

follows: 1
30 June 31 December
2019 2018
20194 20184
6 A30H 12H31H
HK$°000 HK$'000
TET FHET
(Unaudited) (Audited)
(REEX) (fe&#z)
0-90 days 0£290H 25,773 19,097
91-180 days 91 £ 180 H 9,809 3,075
181-270 days 181 £ 270H 2,572 413
271-360 days 271£2360H 1,702 2,494
Over 360 days i3 360 B 5,283 2,889
Trade receivables, gross FEWE SR IEER 45,139 27,968
Less: Provision for impairment of receivables & : FEULFRIE B (B B 15 (3,769) (3,771)
Trade receivables, net FEWE 53 IEF 5 41,370 24,197
TRADE PAYABLES 14. ENEZNRE

Based on invoice dates, the aging analysis of the trade payables is

ENESRAREZAREL ZRED

as follows: o
30 June 31 December
2019 2018
2019 & 20184
6 A30H 12 H31H
HK$’'000 HK$'000
FET FHT
(Unaudited) (Audited)
(REER) (JeEZ)
0-90 days 0Z90H 34,328 45,990
91-180 days 91 & 180 H 5,755 2,862
181-270 days 181 % 270H 1,301 458
271-360 days 271%2360H 1,364 1,336
Over 360 days HB3H 360 H 5,151 3,704
47,899 54,350
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NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2019 BHZE20199 6 H30R8 L/~ MEA
15. SHARE CAPITAL 15. BA&
30 June 2019 31 December 2018
20196 A30H 201812 A31H
(Unaudited) (Audited)
(REERK) (EE%)
No. of shares HK$'000 No. of shares HK$'000
RGEA TET VL 4= TR
Issued and fully paid: BRITRAR:
Ordinary shares Lk
At beginning of the period/year AEEH) 21,720,504,877 240,597 19,914,504,877 240,597
Issue of new shares (note a) BT (Wita) - - 1,806,000,000 -
At end of period/year PAER/ AR 21,720,504,877 240,597 21,720,504,877 240,597
(a) On 19 December 2018, 1,806,000,000 ordinary shares were approved by (a A20184 12 A 198  BIER H IR H 15
the independent shareholders of the Company to be issued to a custodian BYitE  AARBS IS EU A — LS
at nil consideration according to the restricted share award scheme. The 4 (5 %497 1,806,000,000 % & i@ A% © 5T
custodian will hold the restricted shares and such restricted shares shall be NGRS - BRIE ARG
transferred to the selected participants upon satisfaction of their respective ERNRARBIR T EERAEETERES
vesting conditions. mE o
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NOTES TO THE CONDENSED CONSOLIDATED f&BR 455 Fh B B 75 3R 3% fi &

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

16. DISPOSAL OF SUBSIDIARIES
For the six months ended 30 June 2018, the Group entered into
sale and purchase agreements to dispose of 92.36% equity interest
in Digital HUIGU Real Estate Management Co., Ltd (“Digital Huigu”)
and 100% equity interest in Dadi Music Holding Ltd. to subsidiaries
of its immediate holding company at consideration of approximately
HK$520,600,000 and HK$8 respectively. The disposal was
completed on 21 June 2018 and 7 May 2018 respectively. The
carrying amount of the net assets of these subsidiaries at the date

HZ2019F6 A30H /5@ A
16. HEMBE A F

HZE2018F6 A30HIENAR - "ER
DRREEERAT ZHBA R ES
BEASEETERMAER AR &I
2 2 ]) ¥ Dadi Music Holding Ltd. 2
92.36% P& 4 & 100% % #E - RIED B4
/520,600,000 7L R 8T o & EIH
F B FN2018F 6 821 B K2018F 587
HEK - ZEMBARREEBBZF

of disposal was as follows: BEREMENAT
2018
Carrying
amount
BREE
HK$'000
FAT
(Unaudited)
(REEERZ)
Net assets disposed of: R &/ FEE -
Property, plant and equipment ME - BB &R 575,151
Goodwill Bz 3,142
Trade receivables FEWE 5 5RIE 656
Deposits, prepayments and other receivables Be - BN FIE R E A EIEIE 243,629
Cash and cash equivalents ReEREZERREIAE 1,160
Other payables and accruals HAibERTFIE R BT E A (580,547)
Trade payables FERTE 55018 (5,828)
Provision for tax TRIAR & (8,172)
229,191
Non-controlling interests FEIEAR M 2 (22,966)
Exchange reserve released on disposal HER R 2 [E 5 EE (72,909)
General reserve released on disposal HERER 2 —REE (41,668)
Gain on disposal o W 428,952
Total consideration BRE 520,600
Satisfied by: AR5 2 ER
Cash Be 520,600
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS (continued) (&)

For the six months ended 30 June 2019

16.

DISPOSAL OF SUBSIDIARIES (Continued)

An analysis of net inflow of cash and cash equivalents in respect of

HZ2019F6 A30H IE/~EA

16. HEMB AR (&)
HEHBARZESRERBESEB R

%GRS B H B I AR MR

the disposal of subsidiaries was as follows: NFBOMT -
2018
HK$'000
FAT
(Unaudited)
(REEER)
Cash consideration received PR RE 520,600
Cash and cash equivalents disposed of FritERekFERIELIAR (1,160)
Net cash inflow arising on the disposal of subsidiaries HEWBARMEAZRESRAFEE 519,440

17. CONTINGENT LIABILITIES

28

17. ARERE

30 June 31 December

2019 2018

2019 F 20184

6 A30H 12H31H

HK$°000 HK$'000

FET FET

(Unaudited) (Audited)

(REBEX) (ge&z)

An associate (note) — e E AT () 20,692 20,350

Note: There have been no material developments in pending litigation against

Banco de Oro Unibank (formerly known as Equitable PCI Bank Inc. and
then as Banco de Oro-EPCI Inc.) (“Banco Unibank”), a Filipino bank, and
Waterfront Philippines Inc., a Filipino company, as disclosed in the Group’s
annual audited financial statements for the year ended 31 December
2018. Due to the pending litigation, the Group is not able to obtain any
updated indebtedness information from Banco Unibank. Given the
foregoing limitation, it is estimated that the outstanding balance of the
total indebtedness owing to Banco Unibank was approximately
US$2,649,000 (equivalent to approximately HK$20,692,000) by reference
to the unaudited financial statements of the associate as at 30 June 2019
(31 December 2018: US$2,599,000 (equivalent to approximately
HK$20,350,000)).
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GEX

N AEBEZ2018F 12 A31HILFE
CEEREBRMEREMPE  BERE
#8177 Banco de Oro Unibank (A1 7 Equitable
PCl Bank Inc. © X & ¥ ABanco de Oro-
EPCI Inc.) ([Banco Unibank ) & JE2E A
&) Waterfront Philippines Inc. Z 3 3R & 73
WHEERER - ARFRFR  NEEE
% E145 Banco Unibank 2 S #1& 7% & £l o
SR FABR G 2EHE A RIR2019F6
A30B 2 REEZVHHRE  BrtER
Banco Unibank (ETE 428 2 R EEHEBA
#$2,649,0003 7t ( 18 & 7 4920,692,000
# 7t ) (2018412 A31 8 : 2,599,000 %
7 (FEE R #920,350,000787T)) °



“E-NFERHRE FEBRBEEERAR

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

18.

19.

20.

CREDIT FACILITIES

As at 30 June 2019, the Group’s bank borrowings were secured by
charge over certain property, plant and equipment with a net
carrying value of approximately HK$10,268,000 (31 December
2018: Nil).

PENDING LITIGATIONS

There have been no material changes and developments in respect
of pending litigation cases of the Group since the disclosures in the
Group’s annual financial statements for the year ended 31
December 2018.

RELATED PARTY TRANSACTIONS

Remuneration for key management personnel which represents
amounts paid to the directors were as follows:

%GRS T E B A AR MR

(%)

HZ2019F6 A30H /5@ A

18.

19.

20.

FEmE

MR2019F6 A30H ' "EBZRITEE
LA BR T % {8 49 10,268,000 7 7T (2018 5
12A318 : E)2ETWE - BERK
18 2 IR VB AR -

FREFFA
BAREEREE2018F 128318 1E5E
ErFENBMREBRUR  AEB 2
FRFATEEAEHNER -

BRELRS
IZEREBABZHERINTESRZ
TR FHIBIT

For the six months
ended 30 June

BZ6H30AILAER

2019 2018

HK$’'000 HK$'000

FET FHET

(Unaudited) (Unaudited)

(REER) (REEEZ)

Directors’ fees EEH0E 243 236
Basic salaries, housing, other allowances EAXF® - BE - HiE R

and benefits in kind BV = 303 309

Pension scheme contributions RIREETEIH R 77 49

Share-based payments expense AR S+ 2 2 879 -

1,502 594

Included in other interest income of HK$53,604,000 (six months
ended 30 June 2018: HK$40,170,000), amount of HK$53,491,000
(six months ended 30 June 2018: HK$39,904,000) was interest
income from immediate holding company in which Mr. Yu Pun Hoi
has 59.25% (as at 30 June 2018: 59.25%) beneficial interests as at
30 June 2019.

£ £ A B A 53,604,000 7T (B &=
20184 6 430 H k7~ {& A : 40,170,000
P IT) H 53,491,000 7T (B £ 2018 4F
6 A30H IE75E A : 39,904,000/ T) A&
RETREEAEN2019F6 A0 BB
HEH59.25% (R 20186 A30H :
59.25%) e 2 HEEER A F 2 F Bk
)\o
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NOTES TO THE CONDENSED CONSOLIDATED fSER#4R & HIBF IF SRR BT 5T
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

20.

30

RELATED PARTY TRANSACTIONS (Continued)
During the six months ended 30 June 2019, the Group had paid
lease payments amounted to approximately HK$3,253,000 (six
months ended 30 June 2018: HK$1,050,000) to certain subsidiaries
of Nan Hai in which Mr. Yu Pun Hoi has 59.25% (as at 30 June
2018: 59.25%) beneficial interests as at 30 June 2019.

Included in the revenue of HK$473,272,000 (six months ended 30
June 2018: HK$508,516,000), amount of HK$3,940,000 (six
months ended 30 June 2018: HK$4,633,000) and HK$104,000 (six
months ended 30 June 2018: HK$217,000) were enterprise cloud
service income from certain subsidiaries of Nan Hai in which Mr. Yu
Pun Hoi has 59.25% (as at 30 June 2018: 59.25%) beneficial
interests as at 30 June 2019 and companies in which Ms. Liu Rong
has 72.47% to 80.00% (as at 30 June 2018: 72.47% to 80.00%)
beneficial interests as at 30 June 2019 respectively.

During the six months ended 30 June 2018, included in the rental
income of HK$12,200,000, amounts of HK$6,704,000 and
HK$751,000 were rental income from certain subsidiaries of Nan
Hai in which Mr. Yu Pun Hoi has 59.25% beneficial interests as at
30 June 2018 and companies in which Ms. Liu Rong has 72.47% to
80.00% beneficial interests as at 30 June 2018 respectively.

Except as disclosed above and elsewhere in these condensed
consolidated interim financial statements, there was no other
material related party transaction during the periods.
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20. BEARS (&)

HZE2019F6 A30HIENAR - "ER
BETmELtER2019F6 A30H &z
%A 59.25% (1R 20184F6 A30A8 :
59.25%) w2 F/BE T E THEBE AR
> & F 493,253,000 T (& =
20186 A30H 1k 7~ {& A : 1,050,000
BIT) o

TEW 473,272,000 T (B £2018F 6
A308 It /<@ B : 508,516,000 7T )
F 3,940,000 7T (B = 20184 6 A 30
BIE/NEA 4,633,000 7T) & 104,000
BT (HE2018%F6 A30H 17518 A -
217,000 7T) DRI ARE TREEER
201946 A30H & % # 559.25% (7
20186 A30H : 59.25%) i 2 E &
BETETHB AR KRBT 20194F
6 A30 HE5HEA 72.47% % 80.00% (A
201846 A30H : 72.47% £ 80.00%)
a2 NRlZ PEERFUA -

HZE2018F6 A30HIENEAR  £HE
WA 12,200,000 T4+ 6,704,000 77T
K751,0008TH R ARETFTmELEE
20184 6 A30 H & 25 ¥ 5 59.25% /&
HZEEETETHBARRRE LT
R2018F6 H30HE R B 7247% =
80.00% 2 AR Z S WA -
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NOTES TO THE CONDENSED CONSOLIDATED f&SER%r& A HA B 73R 3k P &E
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

21.

FAIR VALUE MEASUREMENTS

The fair value of financial assets at fair value through other
comprehensive income with standard terms and conditions and
trade on active liquid markets are determined with reference to
quoted market prices.

The following table presents financial assets and liabilities measured
at fair value in the condensed consolidated statement of financial
position in accordance with the fair value hierarchy. The hierarchy
groups financial assets and liabilities into three levels based on the
relative reliability of significant inputs used in measuring the fair
value of these financial assets and liabilities. The fair value hierarchy
has the following levels:

— Level 1:  quoted price (unadjusted) in active markets for
identical assets and liabilities;

—  Level 2:  inputs other than quoted prices included within
Level 1 that are observable of the asset and
liability, either directly (i.e. as prices) or indirectly

(i.e. derived from prices); and

— Level 3:  inputs for the asset or liability that are not based

on observable market data (unobservable inputs).

The level in the fair value hierarchy within which the financial asset
or liability is categorised in its entirety is based on the lowest level
of input that is significant to the fair value measurement.

(%)

HZ2019F6 A30H /5@ A

21.

AREEFE

B A AR SR R AR A I 7AE B B T 5
BB ZIRAABEFAEMEARKE 2
TRMEEZCAABENDELEMSREM
EE °

TREJIRBEARNBERBRERES

MR BREAAEEAEZERE
ENBE  HRABREAELFTERE
ENBEZANE @ﬁﬁﬁﬁﬁia%ﬁﬂ)\%{
TFZ*E%TT - HeREERAGE
DR=E - RREERBORUATEE :

— &1 HEEE ;B EREE
MGz HE(RER
)

— %2 MEENBEMER (B
B ) kEZ (B ERS
HE) R 2B ARE
(TBREEF1BMEEZ
wE) R

— %3 WIERIRABERM ISR

BEM/LZEEXAR
ERBA(BZERS
A) e

THEEXNREEEMERAZANE
BRBAZER  THERHRAAEER
BEBEAZKEBRBABTRE D -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

21. FAIR VALUE MEASUREMENTS (Continued)
The financial assets and liabilities of the Group measured at fair
value in the condensed consolidated statement of financial position
are grouped into the fair value hierarchy as follows:

%GRS B H B I AR MR

(%)

HZ2019F6 A30H IE/~EA

21.

AREEFTE®
AEBNEBREEPBHRRBREAAR
EEFEZLRMEERAE/IED B
TRABELERE

Level 1 Level 2 Level 3 Total
F£1E $£2E E3E et
HK$'000 HK$'000 HK$'000 HK$'000
FET FE T F&ET FET
At 30 June 2019 M 2019F6 H30H
(Unaudited) (REBERZ)
Assets BE
Financial assets at fair value WmARBEFAEMEE
through loss other Was o e REE
comprehensive income - 324 - 324
Total fair values NAEEEEE - 324 = 324
At 31 December 2018 7R2018F 12 A31H
(Audited) (& TZ)
Assets BE
Financial assets at fair value BARBEFAEBRR
through profit or loss JERNEE 47,765 - - 47,765
Financial assets at fair value WmARBEFAEMER
through other Wiz & REE
comprehensive income - 324 - 324
Total fair values NABEERE 47,765 324 - 48,089

The fair value of the club debenture is determined with reference to
the quoted market bid price available to the second-hand market as
at the reporting date. Given that the second hand market is not
considered as an active market, the fair values of the club debenture
are grouped into Level 2.

There have been no significant transfers between levels 1,2 and 3 in
the reporting period. The methods and valuation techniques used
for the purpose of measuring fair value are unchanged compared
to the previous reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2019

22,

EVENT AFTER REPORTING DATE

On 31 May 2019, the Company and Nan Hai entered into a
supplemental agreement (“Nan Hai Supplemental Agreement”) in
relation to the variation of security under the loan agreement dated
29 May 2009 which was amended and supplemented by
agreements dated 20 May 2011, 31 October 2012, 9 May 2013, 30
April 2015, 2 May 2017 and 21 March 2019.

On the same date, the Company and Digital Huigu also entered
into a supplemental agreement (“Digital Huigu Supplemental
Agreement”) in relation to the variation of security under the loan
agreement dated 21 June 2018.

Both the Nan Hai Supplemental Agreement and Digital Huigu
Supplemental Agreement (collectively the “Agreements”) are
conditional upon (i) the receipt by the Company of the share
mortgage duly executed by the mortgagor and other relevant
parties; and (ii) the independent shareholders of the Company
having approved the Agreements and the transactions
contemplated thereunder in accordance with the provisions of the
Listing Rules. On 29 August 2019, the Agreements were approved
by independent shareholders of the Company and the Company
received the share mortgage duly executed by the mortgagor.
Details of the transactions have been set out in the Company’s
announcement and circular dated 31 May 2019 and 26 July 2019
respectively.

%GRS T E B A AR MR

(%)

HZ2019F6 A30H /5@ A

22,

REHBREIE
R2019F5H31H » "R RIEFEF] 7
wram((memaihzl)  REEH
ERAEIA2009F5 A29 B 2 EF i
(&£ HEIA201145H20H ~ 2012410
HA31H 2013F5H9H 20154 A
30H - 201745 A2 A K201943 A 21
B sl REx) BTN 2EEm o

BH  ARRIPESBBEERF LT
#F(HHBEAmRmE]  NAEHEE
NEHIA2018% 6 A21 HZER A
TR e

m S T R B 2 m s i (78
[Z& e ) ARSI ISEERE A
BT - (VAR REEEIR AR E B
R A E AR ZRHER - Ri) AR
BB IR RARIE E AR RS2 &
HEREBETE#ETRS - N2019F8
A298  ZEWMECEAQTBYRE
HERAQARCEERIFAZEELZ
BRI - X PFFIBEHNART A
DRl A2019F5 A31H 2 A% %2019
F7R26HZEK -
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MANAGEMENT DISCUSSION AND
ANALYSIS

Business Review

By virtue of the comprehensive cloud computing infrastructure services,
e-commerce and total “Internet+” solutions offered for corporate clients
in China, the Group spent unremitting efforts on the development of
digitalization and smart operation. Leveraging on its unremitting efforts,
the Group has successfully established an outstanding nation-wide
business and localized service network in the industry, so as to effectively
address “the last kilometer” problems from service providers to
corporate clients. With the rapid development of mobile internet and
establishment of de-centralized network ecosystem represented by
WeChat applet, & 1t 8) 1 B % 9 B BB 2 8] (CE Dongli Technology
Company Limited, “CE Dongli"), a subsidiary of the Group, launched full
network responsive portal on top of its original portal product as well as
online and offline marketing and operating one-stop solutions such as
“Youyi” (BZ) intelligent business. Together with 1t RIS (= 85
fir & B2 A &) (Beijing Xinnet Cyber Information Company Limited, “Xinnet”)'s
cloud computing services played a significant role in promoting the
growth of the number of users.

During the reporting period, with key subsidiaries CE Dongli and Xinnet
as its main business entities, efforts were continuously made in the
development of cloud services for corporate digitalization and smart
operation by providing comprehensive laaS (Infrastructure as a service),
cloud application, corporate e-commerce services, “corporate
digitalization transformation” total solutions and big databased business
intelligence cloud service to China market. During the reporting period,
revenue of the Group was approximately HK$473.3 million (for the six
months ended 30 June 2018: HK$508.5 million), representing a decrease
of approximately 6.9% over the corresponding period last year. Loss for
the period was approximately HK$3.1 million (six months ended 30 June
2018: profit of HK$392.5 million, which was primarily attributable to
one-off gain arising from the completion of the disposal of 92.36% of
HIFEASEE MM EMRAF] (Digital HUIGU Real Estate Management
Co., Ltd.) during the six months ended 30 June 2018).
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Business Review (continued)
CE Dongli

With 20 years’ experience of being a services provider for enterprises in
China, CE Dongli has successfully established a corporate “Internet+"
product operating system as well as an extensive business and localized
service network, providing corporate digitalization and operation
solutions. During the reporting period, with 5G network launching in the
near future, CE Dongli introduced the full network responsive portal
product targeting optimization of mobile internet experience. Hence, the
number of potential users increased while enhancing users’ experience.
For industrial solutions, the launching of foreign trading portal were well-
received by the market. Number of foreign trade customers increased by
more than 1,200 within six months. For the smart business aspect,
CE Dongli launched “Youyi” (B %) cloud product, providing mobile mall
and smart store digital services for customers in the retail service industry.
In addition to providing digitalization and operation solutions for SMEs,
CE Dongli also expands its major client base by providing more high-end
customers with a “MarTech” digitalization and smart operation flagship
service. Since the launching of high-end customized brand CE Ultimate
(R 2), it has provided digital operation services for more than 150
companies that are Fortune Global 500 companies or 100 top companies
in various industries in China, enjoying a better competitiveness in various
industries including finance, real estate, medical and retail etc. In the
meantime, in the process of meeting the complex digital needs of high-
end customers, CE Dongli has continued to build its product and service
capabilities, perform sampling and integration, and rely on the support of
the product research center, gradually forming specific products and
industry solutions for different industries and meeting the needs of
customers at different stages, achieving effective integration with small
and medium business regarding marketing and design service. For
research of new products, CE Dongli is gradually forming a development
structure supported by the middle structure of business (% 7 1 &). A
flexible and feasible product and industry solution can be made promptly
according to the needs of different industry and customer of different
stage. Hence, the delivery efficiency of the product development is
significantly improved.

O
h{E

R NERABTRRSERE20FNER -
RERZELERNEEGBHE+] EmBER -
BN T RANBESMACRIEES - BHIR
HOEHTLEEBATR - WEHR -
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Business Review (continued)
Xinnet

During the reporting period, Xinnet continued its cloud services such as
laaS, domain name hosting and synergistic communication for SMEs and
micro-enterprises through internet online and distributor channels
established across China. In 2017, after Xinnet officially launched “Arrow
Cloud (&7 88 &)", its self-developed new generation cloud computing
product, the Group continued to increase its investment in research and
development, making reservation with cloud technology, while optimizing
and perfecting the existing cloud business platform and operation
platform, hence improving the operational efficiency while bringing better
experience to customers. On this basis, Xinnet regard its own cloud
products as its core and provides users with more extensive value-added
products and a more comprehensive cloud service experience through the
application and service market.

Prospects

The management of the Group considers that with the rapid development
of mobile internet and gradual establishment of a de-centralized business
model, enterprises in China will be facing a wave of digitalization
transformation, and business intelligence services based on big data will
be developed. Although it still takes time for market ramp-up and
promotion, cloud services for corporate digitalization and smart operation
and industrial solutions will enjoy the enormous room for development.
Going forward, the Group will continue to improve its ground services
capability by putting users as its core, relying on the industry and making
full use of the Internet, which allows it to quickly respond to the needs of
enterprises and provide timely solutions to issues. Meanwhile, the Group
will enhance its overall operational capability and online services
capability. In respect of product application, with an in-depth
understanding of the industry’s business scenarios, the Group will quickly
respond to the needs of business scenarios in different industries based
on the cloud product model and the middle structure of business ( 7
A ). Furthermore, the Group will also increase its capital investment in the
data centre, cloud computing technology, automatic operation and
maintenance technology as well as big data technology, and enhance its
overall technical core competence to further develop and optimize its
products and services for the enterprise’s digital intelligent business
scenario.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Financial Resources and Liquidity

The Group continued to adopt prudent funding and treasury policies. As
at 30 June 2019, net assets attributable to the owners of the Company
amounted to approximately HK$1,511.4 million (31 December 2018:
HK$1,539.1 million), including cash and bank balances of approximately
HK$295.7 million (31 December 2018: HK$170.4 million) which were
mainly denominated in Renminbi, US dollars and Hong Kong dollars. As
at 30 June 2019, the Group's aggregate bank borrowings amounted to
approximately HK$16.1 million which were bearing interest at fixed rates
(31 December 2018: Nil). The Group currently has not taken any interest
rate hedge.

As at 30 June 2019, the Group's gearing ratio is calculated as net debt
divided by the total equity plus net debt. The Group recorded net cash as
at 30 June 2019, gearing ratio is therefore not applicable (31 December
2018: not applicable).

As at 30 June 2019, the Group had no capital commitment (31 December
2018: Nil).

As at 30 June 2019, the Group's contingent liabilities were approximately
HK$20.7 million (31 December 2018: HK$20.4 million) in connection
with the guarantees given to secure credit facilities. Details are set out in
note 17 to the financial statements.

As at 30 June 2019, certain property, plant and equipment amounting to
approximately HK$10.3 million were pledged to secure the credit facilities
granted to the Group (31 December 2018: Nil).
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Exposure to Fluctuation in Exchange Rates

The majority of the Group’s borrowings and transactions were primarily
denominated in Renminbi. Both the operating expenses and revenue
were primarily denominated in Renminbi. The Renminbi exchange rate is
expected to fluctuate due to uncertainties in global economic
development. The Group's reported assets, liabilities and results may be
affected by the Renminbi exchange rates. During the reporting period,
fluctuation in Renminbi exchange rates affected the assets and liabilities
translation from Renminbi into Hong Kong dollar in financial reporting of
the Group, and the Group will keep reviewing and monitoring the
fluctuation in exchange rates between Renminbi and Hong Kong dollar.
The Group proactively seeks management measures to minimize the
impact arising from risks and uncertainties as far as practicable, and
considers using foreign exchange hedging instruments (if appropriate)
from time to time, to minimize the risk exposure arising from changes in
Renminbi exchange rates. During the reporting period, the Group did not
use any foreign exchange hedging instruments.

Employees and Remuneration Policy

The Group employs and remunerates its employees based on their
qualifications, experience and performance. In addition to basic salary
payments, other benefits include housing, contributions to mandatory
provident fund, group medical insurance, group personal accident
insurance and, examination leave etc. Employees are eligible to be
granted share options or restricted shares (as the case may be) under the
Company’s share option scheme or restricted share award scheme at the
discretion of the Board. In general, salary review is conducted annually.
As at 30 June 2019, the Group had approximately 5,701 employees (30
June 2018: 6,949 employees). The salaries of and allowances for the
employees for six months ended 30 June 2019 were approximately
HK$299.6 million (for six months ended 30 June 2018: HK$408.2
million).

The Group focuses on providing skill and quality training for various levels
of staff, and provides on-the-job capability training to its staff; in respect
of staff quality, corresponding training on personal work attitude and
work habits is also provided.

Events after Reporting Date

Save as disclosed in note 22 to the financial statements of this report,
there was no other significant event after the reporting date up to the
date of this report.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2019, the interests and short positions of the directors and
chief executive of the Company in shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO"))
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
to the Listing Rules were as follows:

The Company

Long position in shares in issue

EENROREBRSE 2%

@ RRE

MR2019F6 A30H ' ARRIEZERERITH
ABRARE S EEMBREZE (EXRLEHF
NMEREAEHI ([ 355 RS A ]) EBXVEB) Z %
% HERMDRESS - HEALENIBIEE
HFREEKAFEIGFE 2 ZR P kEiR
B ETRAIMSR10FTH E BT AZESETT
*%*%Mﬁ°*uUﬁ°*unuﬁ@Eﬁ
MERRBNE BB 2R MARIAT

NN
REFTRD 2178

Approximate

Capacity/Nature Number of percentage
Name of Director of interest shares held holding Notes
BREQ
EEnE B RntE RO EE BOL izt
Yu Pun Hoi (“Mr. Yu") Corporate interest 12,838,585,316 (L) 59.11% 1
Fag(FirED) NAEEE
Chen Ming Fei Family interest 6,120,000 (L) 0.03%
BROS 7R ENL 3
Corporate interest 199,100,000 (L) 0.91% 2
NEHER
Other 1,566,000,000 (L) 7.21% 3
Hit
Fung Wing Lap Personal interest 10,000 (L) 0.00005%
ISERIL B AR
Notes: Wisr
1. Mr. Yu by means of his corporate interest controls the exercise of more than one- 1. FhREBBEARIESBEENARRIER AR

third of the voting power at general meetings of Nan Hai, the holding company
of the Company. These 12,838,585,316 shares were collectively held by Goalrise
Investments Limited, View Power Investments Limited and Wise Advance
Investments Limited, all of which are wholly-owned subsidiaries of Nan Hai. As
such, Mr. Yu was taken to be interested in these shares for the purposes of Part
XV of the SFO.

2. These 199,100,000 shares were held by Top Standard Consultants Limited, a
company wholly owned by Mr. Chen Ming Fei.

3. These 1,566,000,000 shares may be transferred to Mr. Chen Ming Fei as selected
participant (which will be subject to the vesting conditions) pursuant to the
restricted share award scheme adopted by the Company on 9 October 2018.

4. (L) denotes long position.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Associated Corporations

As disclosed above, Mr. Yu is entitled to control the exercise of more than
one-third of the voting power at general meetings of Nan Hai. As such,
Mr. Yu is taken to be interested in the shares of the associated
corporations of the Company within the meaning of Part XV of the SFO.
Nan Hai is a company whose shares are listed on the Hong Kong Stock
Exchange, and is an associated corporation of the Company within the
meaning of Part XV of the SFO. As at 30 June 2019, the interests of the
directors of the Company in shares and underlying shares of Nan Hai
were as follows:

Nan Hai

Long and short positions in shares in issue

EERNROREBRSE 2%

T R RE @

B EE

M E - TAEEEREESZRERS
FAEHTERE = — 2 RERE - Eit 0 R
BEENBAEEHEXVES - TRAEWSR BE
BEARRNEHEE AR 2 - MERMHDNEEE
REFEM  REBEFEHFRBEBKROIEXVES - 78
R AARNNGE 2 HBERE - 20196 A 30
B ARRIEERMEHE ZRH REBKG
ZREmIT

2p;
REZITRIDZHE AR

Approximate

Capacity/Nature Number of percentage
Name of Director of interest shares held holding Notes
FEREA
EEpns 5 mEmtE FrEERG# A BOk ftat
Mr. Yu Corporate interest 40,673,177,261 (L) 59.25% 1
Trx NG 9,734,516,130 (S) 14.18% 2
Chen Ming Fei Family interest 2,800,000 (L) 0.004%
BRIG AR Rk
Fung Wing Lap Personal interest 15,756 (L) 0.00002%
RSERL (VNG
Cheng Chih-Hung Personal interest 6,800,000 (L) 0.01%

BER &l AR
Notes:

1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd.,
Pippen Limited, Staverley Assets Limited, First Best Assets Limited and Unicorn
Assets Group Limited, companies indirectly wholly owned by Mr. Yu through
Dadi Holdings Limited, a company wholly owned by Mr. Yu.

2. These 9,734,516,130 shares were charged by Pippen Limited, a company
indirectly wholly owned by Mr. Yu through Dadi Holdings Limited, a company
wholly owned by Mr. Yu.

3. (L) denotes long position and (S) denotes short position.

Save as disclosed above, as at 30 June 2019, none of the directors nor
chief executive of the Company had any interests or short positions in
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO
or otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to the
Listing Rules.
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SHARE OPTION SCHEME

On 28 May 2012, the Company adopted a share option scheme (the
“Scheme”). Under the Scheme, share options may be granted to
directors, employees of the Group and those who have contributed or
will contribute to the Group at any time within ten years after its adoption
at the discretion of the Board of the Company.

Since the adoption of the Scheme and during the six months ended 30
June 2019, no share option has been granted, exercised, cancelled or
lapsed under the Scheme and there was no outstanding share option
under the Scheme as at 30 June 2019 and up to the date of this report.

EMPLOYEE BENEFITS

A.

Restricted Share Award Scheme

On 9 October 2018, to recognise the contributions made by the
Group's employees, the Company adopted a restricted share award
scheme (“Restricted Share Award Scheme”), and the Restricted
Share Award Scheme supersedes in its entirety the share award
scheme (“Share Award Scheme”) adopted by the Company on 8
February 2018 (Details of Share Award Scheme are set out in the
Company’s announcement dated 8 February 2018. No share award
was granted by the Company under the Share Award Scheme). The
Restricted Share Award Scheme shall be valid and effective for a
period of ten (10) years commencing on the adoption date. The
Restricted Share Award Scheme does not constitute a share option
scheme pursuant to Chapter 17 of the Listing Rules and is a
discretionary scheme of the Company.

Pursuant to the Restricted Share Award Scheme, the Board shall
select eligible participants for participation in the Restricted Share
Award Scheme and grant not more than a total of 2,462 million
restricted shares to selected participants. The restricted shares to be
granted may comprise of (i) new shares to be issued by the
Company to the selected participants; or (ii) existing shares
purchased by the custodian on the market, the costs of which will
be borne by the Company, and such restricted shares will be held
by the custodian for the benefit of the selected participants before
vesting. The restricted shares and the related distribution shall be
transferred to the selected participants when the relevant vesting
conditions have been satisfied.
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EMPLOYEE BENEFITS (continued)

A.

42

Restricted Share Award Scheme (Continued)

As at 30 June 2019, the Company has granted a total of 1,806
million restricted shares to selected participants under the Restricted
Share Award Scheme by way of issue and allotment of new shares,
and such grant was approved by the independent shareholders of
the Company at the general meeting on 19 December 2018. These
restricted shares are held by the custodian on behalf of the selected
participants. As at 30 June 2019, no restricted shares were vested
under the Restricted Share Award Scheme.

Other Employee Benefits

In December 2017, CE Dongli, a subsidiary of the Company,
implemented a scheme (the “CE Scheme”) to incentivise the senior
management of CE Dongli (the "CE Senior Management”).
Pursuant to the CE Scheme, the Group will effectively grant a total
of 15,996,402 units of right to receive profit-share and bonus
reward (the “Bonus Reward”) to CE Senior Management. The
recipients of such Bonus Reward have the right to exercise at the
price of RMB1 for each unit of Bonus Reward in return for one unit
of equity interest in CE Dongli (the “CE Interest”). Upon the
exercising of all units of Bonus Reward, the CE Senior Management
will in substance indirectly hold a total of 6.6% of the CE Interests.
Within one year after the expiry date of the CE Scheme (i.e. 31
December 2022), it is mandatory for the Group to buy back all of
the CE Interests from the CE Senior Management (the “Buy-back”)
and there is no choice for the Group or the CE Senior Management
to opt for alternative equity settlement. The CE Scheme is in
substance a long-term employee benefits in form of profit-sharing
and bonus plan and lasts for a period of 5 years up to 31 December
2021. The CE scheme does not constitute a share option scheme
pursuant to Chapter 17 of the Listing Rules and is a discretionary
scheme of CE Dongli.

As at 30 June 2019, a total of 9,716,300 units of the Bonus Reward
were granted to the CE Senior Management and 7,044,500 units
of which were exercised.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS

As at 30 June 2019, those persons (other than directors and chief
executive of the Company) who had interests or short positions in shares
or underlying shares of the Company as recorded in the register required
to be kept by the Company under Section 336 of the SFO were as
follows:

TERRZ2ERRAR

~.

M2019F6 H30H ' IRBEALNAIERES K
HEIEDIE 336 61T B 2 SR MATREE: - AT
AT (RRAREFREESTRABRINARER
Al TAEERO T HEEERSOAE

Approximate

Name of person percentage of
holding an interest Number of issued share
in shares which has FEREESR shares in issue capital of the
been disclosed to the BERBIZEXVE subject to Company
Company under F2R3IFHE Nature long position ERAQT
Divisions 2 and 3 of aAARREERS of interest BESRZ BRTREAZ  Notes
Part XV of the SFO BRzATEE BHME BRITRGEE BREA MiaE
Nan Hai E2)is) Corporate interest 12,838,585,316 (L) 59.11% 1
ArlEE
Webers Trust Management Webers Trust Management Custodian (other than 1,806,000,000 (L) 8.31% 2
(Hong Kong) Limited (Hong Kong) Limited an exempt custodian
interest)
AEANBRETEA
RN
Notes: et -
1. Those 12,838,585,316 shares were collectively held by Goalrise Investments 1. %55 12,838,585,316 IR fx 15 5 Rl /& 2 2 B

Limited, View Power Investments Limited and Wise Advance Investments Limited,
all of which are wholly-owned subsidiaries of Nan Hai.

2. Such shares represent the restricted shares granted to selected participants
pursuant to the Restricted Share Award Scheme to be held by the custodian for
the benefit of the selected participants before vesting.

3. (L) denotes long position.

Save as disclosed above, as at 30 June 2019, no person (other than
directors and chief executive of the Company) had notified to the
Company any interests or short positions in shares or underlying shares of
the Company which was required to be recorded in the register kept by
the Company under Section 336 of the SFO.
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Limited #[I45 A ©
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of its listed securities during the six months ended 30 June
2019.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for
the six months ended 30 June 2019 (for the six months ended 30 June
2018: Nil).

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the
Corporate Governance Code and Corporate Governance Report as set
out in Appendix 14 to the Listing Rules throughout the six months ended
30 June 2019.

DISCLOSURE PURSUANT TO RULE 13.20
OF THE LISTING RULES

On 29 May 2009, the Company as lender and Nan Hai, the immediate
holding company and connected person of the Company, as borrower
entered into a loan agreement (the “Loan Agreement”) in relation to the
loan in the principal amount of approximately HK$1,645.5 million
advanced by the Company to Nan Hai (the “Loan”). The Loan was
advanced for the settlement of the consideration payable to the Company
pursuant to the sale and purchase agreement entered into between the
Company and Nan Hai on 13 November 2007, in relation to the sale of
51% issued share capital of Listar Properties Limited by the Company to
Nan Hai. The Loan Agreement was later supplemented by the first
supplemental agreement, the second supplemental agreement, the third
supplemental agreement, the fourth supplemental agreement , the fifth
supplemental agreement, the sixth supplemental agreement and the
seventh supplemental agreement dated 20 May 2011, 31 October 2012,
9 May 2013, 30 April 2015 ,2 May 2017, 21 March 2019 and 31 May
2019 respectively, which among other things extended the repayment
date for the outstanding principal and varied certain terms and provisions
of the Loan Agreement. On 21 March 2019, the Company as lender
entered into a supplemental agreement with Nan Hai as borrower in
relation to the extension of the repayment date for the outstanding
principal for two years from 30 June 2019 to 29 June 2021.
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DISCLOSURE PURSUANT TO RULE 13.20
OF THE LISTING RULES (Continued)

On 31 May 2019, the Company and Nan Hai entered into the seventh
supplemental agreement (“Seventh Supplemental Agreement”) under
which the Company conditionally agreed to (i) vary the security under the
Loan Agreement (as supplemented by the first supplemental agreement,
the second supplemental agreement, the third supplemental agreement,
the fourth supplemental agreement, the fifth supplemental agreement
and the sixth supplemental agreement) by substituting the share
mortgage (by way of first fixed charge) in respect of the entire issued
share capital of Nan Hai Development Limited, a wholly-owned subsidiary
of Nan Hai (the “NHD Share Mortgage”) with the share mortgage (by
way of first fixed charge) in respect of the entire issued share capital of
Listar Properties Limited, a wholly-owned subsidiary of Nan Hai (the
“Listar Share Mortgage”) and (ii) release of the NHD Share Mortgage
pursuant to the Seventh Supplemental Agreement, subject to (1) the
receipt by the Company of the Listar Share Mortgage duly executed by
the mortgagor and the other relevant parties; and (2) the independent
shareholders of the Company having approved the Seventh Supplemental
Agreement and the transactions contemplated thereunder in accordance
with the provisions of the Listing Rules. On 29 August 2019, the Seventh
Supplemental Agreement was approved by independent shareholders of
the Company, and the Listar Share Mortgage was duly executed and
received by the Company.

As at 30 June 2019, the outstanding principal and the accrued interests
are approximately HK$1,005,858,000 and HK$221,000 respectively. The
Loan is subject to an interest rate of 8.0% per annum accrued daily
during the extension period based on a 365-day year and shall be paid in
arrears when the outstanding principal shall be repaid or prepaid. The
default interest rate is 10.0% per annum on the default amount accrued
daily based on a 365-day year.
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DISCLOSURE PURSUANT TO RULE 13.20
OF THE LISTING RULES (continued)

On 21 June 2018, the Company as lender and Digital HUIGU Real Estate
Management Co.,Ltd. (“Digital Huigu”), the subsidiary of Nan Hai and a
connected person of the Company, as borrower, entered into a loan
agreement (the “Digital Huigu Loan Agreement”) in relation to the loan
in the principal amount of approximately HK$342,506,000 owed and
payable to the Company and its subsidiaries by the Digital Huigu. Such
amount owed became a term loan repayable within three years from the
date of the Digital Huigu Loan Agreement (the “Digital Huigu Loan").

On 31 May 2019, the Company and Digital Huigu entered into the
Supplemental Digital Huigu loan agreement (“Supplemental Digital Huigu
Loan Agreement”) under which the Company conditionally agreed to (i)
vary the security under the Digital Huigu Loan Agreement by substituting
the NHD Share Mortgage with the Listar Share Mortgage; and (ii) release
the NHD Share Mortgage pursuant to Supplemental Digital Huigu Loan
Agreement, subject to (1) the receipt by the Company of the Listar Share
Mortgage duly executed by the mortgagor and the other relevant parties;
and (2) the independent shareholders of the Company having approved
the Supplemental Digital Huigu Loan Agreement and the transactions
contemplated thereunder in accordance with the provisions of the Listing
Rules. On 29 August 2019, the Supplemental Digital Huigu Loan
Agreement was approved by independent shareholders of the Company,
and the Listar Share Mortgage was duly executed and received by the
Company.

As at 30 June 2019, the outstanding principal and the accrued interests
are approximately HK$342,506,000 and HK$28,076,000 respectively. The
Digital Huigu Loan is subject to an interest rate of 8% per annum accrued
daily based on a 365-day year and shall be paid in arrears when the
outstanding principal (or the relevant part thereof) shall be repaid/
prepaid. The default interest rate is 10% per annum on the default
amount accrued daily based on a 365-day year.
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CHANGES IN MEMBERSHIP OF THE BOARD
AND THE DIRECTOR’S INFORMATION

The changes in membership of the Board since the date of the Company’s
2018 Annual Report were as follows:

—  Mr. Cheng Chih-Hung was appointed as the non-executive director
of the Company, with effect from 31 May 2019.

— Mr. Ho Yeung Nang was appointed as the independent non-
executive director of the Company and the member of audit
committee, remuneration committee and nomination committee,
with effect from 31 May 2019.

The changes in the information of the directors since the date of the
Company’s 2018 Annual Report were as follows:

—  Mr. Xiao Sui Ning, an independent non-executive director of the
Company, retired as an independent non-executive director of
Haitong Securities Co., Ltd. (listed on the Hong Kong Stock
Exchange, stock code: 6837) in June 2019.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules. Specific enquiries have been made to all the directors
and the directors have confirmed that they have complied with the Model
Code as set out in Appendix 10 to the Listing Rules throughout the six
months ended 30 June 2019.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
all the independent non-executive directors of the Company, namely Mr.
Fung Wing Lap, Prof. Jiang Ping, Mr. Xiao Sui Ning and Mr. Ho Yeung
Nang. The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group, the unaudited
interim results for the six months ended 30 June 2019, and discussed the
financial control, internal control and risk management systems.

By order of the Board
Sino-i Technology Limited
Liu Rong
Chairlady

Hong Kong, 29 August 2019
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