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Business Review
INTERIM CONDENSED SEGMENT RESULT ANALYSIS R EAfSBA 5 MEE D47
Turnover EBITDA?
=E 3 EBITDA?
1H2019 1H2018 1H2019 1H2018
—E-hEFE ZE-N\F ZE-NF ZT-N\F
E¥EF EF F¥F E¥E
Note HK$’000 HK$'000 HK$'000 HK$'000
M5 FERT FET FET FET
Payment processing solutions {22 5 5 382 iR A
S 1 2,564,269 1,490,689 621,560 387,705
Information security chips EERREEH
and solutions KRR TT 2R 2 168,775 172,979 12,439 15,398
Platform operation solutions T HEERRTT R 3 89,811 101,093 (9,490) (10,338)
Financial solutions SRR R 4 83,223 91,434 (34,577) (13,242)
Electronic power meters and ~ EEEETEEm KX
solutions AT R 5 99,718 89,967 5,683 (7,415)
Others HAh = = (5,729) (3,076)
Segmental results DR 3,005,796 1,946,162 589,886 369,032
Less: Inter-segment turnover oA k-] S (1,087) = =
Total B 3,005,796 1,945,075 589,886 369,032
Depreciation e (197,437)  (141,035)
Amortisation 5y (58) (230)
Fair value gain on BRAFEFABRZ
financial asset at fair value cRMEEATE
through profit or loss e zs B 6,111 17,784
Employees’ incentive —RRBARZ
programme of a subsidiary & B #ZEhst & C (7,896)  (195,300)
Segmental operating profit DR L A 390,606 50,251
Unallocated other income AOBEMIA 3,338 2,600
Unallocated corporate AROEEEMX
expenses 33,571) (24,144)
Operating profit 78 5 A 360,373 28,707
“  Represents earnings/(losses) before interest expenses, taxes, depreciation and ¢ {ERIFIS X BiE - ITEREHEA R (FE) BT

amortisation but excludes employees’ incentive programme of a subsidiary
and fair value gain on financial asset at fair value through profit or loss.

BE-RNERRZESZB I RRATEFARRZ

ERMEBEERFERS -



—hFEHHHE - SENE (RE)ARAH

Business Review

E LR

INTERIM CONDENSED CONSOLIDATED INCOME mHiffBAsREER
STATEMENT
1H2019 1H2018
—E-hEF — )\
E¥F E¥F
Note HK$’000 HK$'000
ihg=2 FERT FET
Revenue A A 3,005,796 1,945,075
Cost of sales SHE KA C (2,262,078) (1,447,783)
Gross profit EF 743,718 497,292
Other income HAp g A B 30,808 19,078
Other gains, net H bWy 2 5 R B 5,575 17,897
Selling expenses SHE R X (37,219) (48,381)
Administrative expenses TIRE R C (354,025) (258,778)
Employees’ incentive programme of —ENBARZ
a subsidiary 12 B 2EEhat &l C (7,896) (195,300)
Credit impairment loss EERERE C (20,588) (3,101)
Operating profit 75 5 A 360,373 28,707
Finance costs Bl & A AR (1,434) 31
Share of results of investments accounted — FE{GIAMEZR EARR 2
for using the equity method REFRE D 111,058 83,543
Profit before income tax B FT1S B4 Bl A 469,997 112,219
Income tax expense FriSFif 2 (69,726) (42,376)
Profit for the period HR A )4 400,271 69,843
Profit attributable to: FEAE =
— Owners of the Company o WNGIEZ= DN 329,586 67,544
— Non-controlling interests —JEIE AR 70,685 2,299
400,271 69,843
Earnings per share for profit AARBFEE A
attributable to the owners of PEAG & F 2 HK$ per share ~ HK$ per share
the Company: BREF : BRET FRETT
Basic AR 0.12 0.02
Diluted e 0.11 0.02
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~
INTERIM CONDENSED CONSOLIDATED BALANCE HHIfBGEEERER
SHEET
As at As at
30 June 31 December
2019 2018
R=ZB—N%F RZT—N\F
AH=+tB +ZA=+—8H
Note HK$'000 HK$’000
k=3 FERT FET
ASSETS aE
Investment properties and property, REWMERYE BB LRE
plant and equipment E 596,707 716,768
Leasehold land HE L 29,990 30,490
Right-of-use assets EREAE 58,386 -
Intangible assets BVEE F 1,826 1,884
Investments accounted for using NEREARZKE
the equity method G 2,026,439 1,931,188
Financial asset at fair value through RO EF AR E R
other comprehensive income TRVEE 556 895
Financial assets at fair value through BATEFABRZERMEE
profit or loss H 277,138 273,745
Inventories TE I 131,280 162,275
Trade and bills receivables FEMBR R K R U B J 251,628 149,178
Other financial assets at amortised cost RESEKAT S 2 Hib &R/
and other current assets BEMEMRSEE J 185,726 131,625
Loan receivables U E R K 308,565 536,295
Amounts due from investments accounted for JEMUA RS EABR 2
using the equity method K& 2 FIA L 17,195 15,116
Short-term bank deposits EEISR1TIE K 1,446 1,583
Cash and cash equivalents RERBEEEY 3,448,407 2,681,475
Total assets EERE 7,335,289 6,632,517
EQUITY Em
Capital and reserves attributable to ARREBABEER
the owners of the Company R &
Share capital LN 6,942 6,942
Reserves Gk 4,702,055 4,371,271
4,708,997 4,378,213
Non-controlling interests FEIEIR 262,281 193,062
Total equity B 4,971,278 4,571,275
LIABILITIES SV
Deferred income tax liabilities RIEFFSHBE 97 109
Trade and bills payables JETBR X B SRR M 365,729 251,043
Payables for payment processing solutions XN GEBFRTEERZ
business JE 5 R M 600,857 266,710
Other payables and accruals H A R 5 FRIE 2 e R ARR M 1,231,864 1,376,874
Amounts due to investments accounted for using & LA #E 2 /27\552
the equity method RE 7R L 26,109 114,190
Current tax liabilities “‘HH%RIEE 1% N 80,700 42,069
Lease liabilities E&EF F 58,655 =
Borrowing CEN - 10,247
Total liabilities EEHEHE 2,364,011 2,061,242
Total equity and liabilities EEREEEE 7,335,289 6,632,517
As at As at
30 June 31 December
2019 2018
R=Z—NF RZZT—N\F
RA=+HR +=ZRA=+—H
HK$ per share HK$ per share
% & T AT
Net assets per share BREEFE 1.790 1.646
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1H2019 TH2018
—EB-hEF —E-N\F
E¥F E¥F
HK$’000 HK$'000
FET FET
Net cash generated from operating activities  ##XBAMERERE 913,076 ___ 139,479 _
Net cash used in investing activities REZBAARESREE (108585  (195594)
Net cash (used in)/generated from MEED (FA) /FIBREFHE
R €. /2.0 3,208 _
Net increase/(decrease) in cash and BEeRBEEEYZ
__cwhequivalents g ORD)EE 780766 (52,847
Cash and cash equivalents at PBOzHeMEECEED
beginning of the period 2,681,475 2,541,482
Exchange (loss)/gain on cash and ReMReSEMZIER
cash equivalents (BB W (13,834) 42,630
Cash and cash equivalents at HRZASRASEEY
end of the period 3,448,407 2,531,265
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During the six months ended 30 June 2019 (“1H2019"), the
consolidated turnover of Hi Sun Technology (China) Limited
(the “Company”) and its subsidiaries (the “Group”) amounted
to HK$3,005.8 million, representing an increase of 55% when
compared with the six months ended 30 June 2018 (“1H2018").
Profit for the period totalled HK$400.3 million as compared to a
profit of HK$69.8 million in 1H2018. The increase in net profit
was primarily due to (i) the absence of share option expenses of
approximately HK$195.3 million recorded in TH2018 under the
payment processing solutions segment attributable to the share
options granted by a subsidiary of the Company in February 2018;
and (ii) the continued growth of the payment processing solutions
segment in TH2019 as compared to 1H2018.

With regard to the balance sheet, the total assets as at 30 June
2019 amounted to HK$7,335.3 million, when compared with
HK$6,632.5 million as at 31 December 2018. As at 30 June
2019, net current assets amounted to HK$2,011.8 million, when
compared with HK$1,606.1 million as at 31 December 2018.

SEGMENT PERFORMANCE REVIEW

(1) Payment processing solutions
Key performance indicators

Turnover* 3R
EBITDA? EBITDA?
Employees’ incentive programme  — @A F 2
of a subsidiary e 8 2Bt 3
Operating profit iy

* Turnover from external customers

: Represents earnings before interest expenses, taxes, depreciation
and amortisation but excludes employees” incentive programme of a
subsidiary.

HE_ZT-NENA=ZTHLANER ([ZT—H4F
F¥F]) mERE(PE)BRAR ([A28E]) &
EME AR ([AREE]) 2454 & 35853,005,800,000
B BBEE-S-N\EXNAZTAHLEABA (=
T NFEEF])EN5% FHREHEHLE
400,300,00078 7T * A —ZT— \F ¥ F 2 EHME A
69,800,000/ 7T i MFRRIGMEE BN : (R= T =
- N\FLEFRAQR—HNBARNKR-ZE—N\F
ZABRERBREMR N R DEERRF RS

R BE RS R S £9195,300,00078 7T ¢ K (il —F— N\
FLHY¥FRE S -NFLEFIARGREERS

EOFHEBEIL R -

MEEAGBERMNs R-T—hE A=1+H BE
#4818 %7,335,300,0008 0 MR —E—N\F+=A
=+—HEAI56,632,500,0008 T - R - — NF/NA
=18 mehEEFE A2,011,800,0008 T MK =
T— NF+= A=+—HEIA1,606,100,000/8 T °

D IERFEEE
1) ZNXEEEBRER
EXRBIGE
1H2019 1H2018 Change
—E-hEF —E-N\F
E¥F E¥F &
HK$’000 HK$'000 +/(-)
FET FAET
2,564,269 1,490,689 +72%
621,560 387,705 +60%
= (195,300) N/AZ 3 F
431,871 54,677 +690%

o REINDEFPZERE

EARFTAE S BUR T E R AN BTRRE
—FRME ARz BB EREE



(2)

Segmental turnover amounted to HK$2,564.3 million, 72% up
as compared to TH2018. The increase in segmental turnover
was mainly due to increased scale of transaction operations
as compared to TH2018. As at 30 June 2019, there were over
3,900,000 accumulated active domestic merchants and the
monthly transaction volume in June 2019 exceeded RMB140
billion. Segmental operating profit amounted to HK$431.9
million, as compared to HK$54.7 million in TH2018. The
increase in segmental operating profit is primarily attributable
to (i) the absence of share option expenses of approximately
HK$195.3 million in TH2018 under the payment processing
solutions segment attributable to the share options granted in
February 2018 and; (ii) the continued growth of the payment
processing solutions segment in 1H2019 as compared to
1TH2018.

Information security chips and solutions
Key performance indicators

Turnover* =3k
EBITDA? EBITDA?
Employees’ incentive programme ~ — i B A2
of a subsidiary e 8 2Rt 3
Operating profit =i

& Turnover from external customers

Represents earnings before interest expenses, taxes, depreciation
and amortisation but excludes employees” incentive programme of a
subsidiary.

During the period, segmental turnover amounted to HK$168.8
million, which is comparable to TH2018. Segmental
operating profit amounted to HK$3.4 million, as compared to
operating profit of HK$15.1 million in 1H2018. The decline in
operating profit was mainly due to share option expenses of
approximately HK$7.9 million.

“E-NFRHRE -SBERE (FE)BRA R

Business Review

E LR

DI EE52,564,300,0008 7T BT — \F L¥
FIM72% - BT — N\F ¥ FREHDBEETR
BREMDEZERRR HEEMBBERERME RN
ZE-NFARNA=ZTH R ERBEAFFEEA
3,900,000F MZZE—NENAZAERSEAAR
#51,400187T ° 79 FEAL &5 F1 /431,900,000 7T » T =
T — )\ _E 5 81 554,700,0007 T © 5 FAAS & 5 F)
EMBEZERERORS TRZSE—N\FLEFEAR
ZE - \FZAREMBRETN AR ZEEER
7D ¥R 2 BB AE R 2 £9195,300,00078 7 ¢ K (i) = =F
—NE FEFEINZFREMEAFTEDER TN\
FLEFFEER-

2 EEXETHAREBRARE

FTEXRHIEE

1H2019 1H2018 Change

—E-NF —E-N\F
E¥F EEF pE)
HK$’000 HK$’000 +/(-)

FET FAET
168,775 172,979 2%
12,439 15,398 -19%
(7,896) = N/AZT i3
3,408 15,147 -78%

* REINDEPZEERE

EARFFIES M HIA  TEREHENAR BT R
—FMB AR B S KE) R E

B 0 $E % ¥ 58 5168,800,0008 L - - F
—\F ¥ FRE - 9L E R 53,400,000
JC MZE— \F ¥ RIA15,100,0007 7T © 4%
& ARk A T 2 22 E AR IR 2 £97,900,00078
JCFTER
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(4)

Platform operation solutions
Key performance indicators

Turnover* i
EBITDA? EBITDA?

BRFHER ARG
EREEQTENRSE

Fair value gains on
financial assets at
fair value through profit or loss

Operating (loss)/profit e (B18) & T

* Turnover from external customers

J Represents losses before interest expenses, taxes, depreciation and
amortisation and excludes fair value gains on financial assets at fair
value through profit or loss.

During the period, segmental turnover amounted to HK$89.8
million as compared to HK$100.0 million in TH2018.
Segmental operating loss amounted to HK$6.1 million, as
compared to a segmental operating profit of HK$6.2 million in
1H2018. The decline in operating profit was mainly contributed
by the decrease in fair values gains on certain financial assets at
fair value through profit or loss.

Financial solutions
Key performance indicators

Turnover* R
EBITDA EBITDA
Operating loss reEER

& Turnover from external customers

During the current period, segmental turnover amounted to
HK$83.2 million, as compared to HK$91.4 million in TH2018.
Segmental operating loss totaled HK$36.3 million, as compared
to HK$13.5 million in TH2018. Increase in segmental operating
loss was mainly due to an increase in staff cost for increased
headcounts during the period.

3

FEBEBRER

FTEXBEIEE

1H2019 1H2018 Change

—E-hE AN
F¥E E¥F g2
HK$’000 HK$’000 +/(-)

THERT FET
89,811 100,006 -10%
(9,490) (10,338) N/AT i AR
6,111 17,784 -66%
(6,128) 6,165 N/A 3 A

* REINDEPZEER

fOIERETRIE  BUR - EREHATEE  BTERE
BAFEMABRZ EBEEATERSR-

HAP - 4B 258 589,800,000/ 7T T —Z—/\
F FHFEIA100,000,00078 70 - D IEK L EE A
6,100,000/ 7, * T =T — \F E44F B‘JJ%’\*E%%

& 1)6,200,000/8 7T « B & m AR A I E B X%
AHEFABRZETEREEZA M‘Mﬁllﬁz HY
Ve
@) SEMERAR
FEXBIEE
1H2019 1H2018 Change
—E-NEF —E-N\EF
F¥F F¥F g
HK$'000 HK$’000 +/(-)
FTHERT FHT
83,223 91,434 -9%
(34,577) (13,242) N/A 3 A
(36,345) (13,466) N/A i AR

* REINDEFZERR

FAZNEARE] - S EBE EEE/583,200,0008 7T ==
— N\ ¥4 81/A91,400,0007 0 ° 7 FBIE & 6
B4 36,300,000/ 7T T =Z — \F _EHFEH
/13,500,000 7T o D FEAC & BB I E E |
FRER A BRI INE B B TR A N -
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(5) Electronic power meters and solutions () BREFBERRBRER
Key performance indicators FEXRBEEE
1H2019 1H2018 Change
—E-hF It SN S
E¥EF EEF 25
HK$’000 HK$'000 +/(-)
FET FAET
Turnover* E Y 99,718 89,967 +11%
EBITDA EBITDA 5,683 (7,415) N/A i3 A
Operating profit/(loss) e (EE) 4,164 (9,145) N/AT 3 R

e Turnover from external customers

Segmental turnover amounted to HK$99.7 million as compared
to HK$90.0 million in TH2018. Segmental operating profit
amounted to HK$4.2 million, as compared to a segmental
operating loss of HK$9.1 million in 1H2018. Increase in
segmental turnover and hence a segmental operating profit was
mainly attributable to increase in shipment and improved gross
profit margin in TH 2019 as compared to TH 2018.

OVERALL FINANCIAL RESULTS AND POSITION

(A)

(B)

©)

Revenue

The consolidated turnover amounted to HK$3,005.8 million,
representing an increase of 55% over 1H2018. Such increase
was mainly contributed by increase in segmental turnover of
our payment processing solutions segment. Please also refer to
Notes (1) to (5) above.

Other income and other gains
Increase in other income was due to an increase in interest
income during the period.

Decline in other gains mainly resulted from decrease in fair
values gains on financial assets at fair value through profit or
loss in TH 2019.

Cost of sales and operating expenses

Increase in cost of sales was primarily due to increase in
commission paid to merchant recruitment agents in relation to
our payment processing solutions segment, which was in line
with the increase in segmental turnover.

* REINDBEFZEERR

484 258 599,700,00008 0 T — & — N\ F
= 4F A1 £90,000,0007% 7T © 5 FB 48 & K] B
4,200,000 70 M= — \F L¥FR AHRL
& JE5189,100,000/8 7T - D FHE FK BB R DL 2R
FENEBRERAR_T—NFLEFHHES
FHERRER -~ /\FLEFEREN-

BB REATIRR

A) ¥A

4R A & EE5E 53,005,800,000/8 7T B — T — )\4F
A EFIEINS5% - ARENEEHR IR FE
BRERTROBEZ ARG BN ERRF2H
EXHEMEG) -

(B) H At AT H K 3%

H A W AIE 0TS AR B M A

HipWas THREZAR T NFLFFZER
FEFABSZSREEZ A FEREHD

O HERAREERX

HERAENEZHRIN TFRANIARZE
BRERTRDBNHRERFAENFESEM T
SR RN

@ s
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Increase in administrative expenses during the current period
was primarily due to (i) increase in wages and salaries; (ii)
increase in R&D expenses; and (iii) decrease in net foreign
exchange gain.

Share option expenses of approximately HK$7.9 million in
1H2019 was attributable to the share options granted under
the information security chips and solutions segment while the
share option expenses of approximately HK$195.3 million in
1H2018 was attributable to the share options granted under the
payment processing solutions segment.

Increase in credit impairment loss was primarily due to
provision for impairment loss of receivables of HK$7.1 million
under the electronic power meters and solutions segment; and
impairment loss on loan receivables of HK$13.5 million under
the micro-lending business of payment processing solutions
segment.

(D) Share of results of investments accounted for using the

(E)

(F)

equity method

The Group shares the results of PAX Global Technology Limited
(“PAX Global”), an associated company, the shares of which are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

As an ordinary shareholder of Cloopen Group Holding Limited
(“Cloopen”), an associated company of the Group, the Group's
share of loss exceeded its interest in the ordinary shares of
Cloopen, there is no overall financial impact on the interim
condensed consolidated income statement from the investment
for the current period.

Investment properties and property, plant and
equipment

Balance mainly represents fixed assets of payment processing
solutions and electronic power meter and solutions segments.

Right-of-use assets and lease liabilities

From 1 January 2019, upon the adoption of HKFRS 16
Leases, leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased asset
is available for use by the Group. Comparatives for the 2018
reporting period has not been restated, as permitted under the
specific transitional provisions in the standard.

(D)

(B)

(F)

AEETRE RN EZHANITE REFS
N G EE R g0 KinyME W &= FRER >

RZT—NEF A FRBAER 2 49/57,900,000
BT DRAMEERENH KR RS ER
HEBERE - =T — \F L FRERER S
All474195,300,000%8 7T+ TV ER IR 5512
FRAR TS BRI L B AR A

SEREBBENNEZANEESEER MR
RN IE 2 W IB BB EE7,100,0007
T ARE MR PEIBFRR T RSB/ NFEER
¥75 2 FEUCE R E §51813,500,00078 7T ©

A UESEEA R REEEA

AEEREEBENRAERIBZERAR (1B
BRI CHEBRNNREEBARSABER DA
(T3 FR]) ET) 2 548

7N £ [ £ A Cloopen Group Holding Limited
([Cloopen ] - BASEE —fHHE A R]) 2 &Mk
IR - ANER B R 1R BB EL 7 Cloopen AR 2
RS - SRR E N HARR i AR R AR A e R
WEmBBY T E -

REMERME BERRE

ERTERINRHEREAT R BT EE
MR RO B EEEE

ERAEEERHEHERE

BT NF—A—BRRABFEVFRELER
FEMEE % HERRSERREE X i
MEBEAHAKEFERZ ARERARE B
AR R EBIRIR TR LRSS —F
—N\FHREPRENE RS T -



(G) Investments accounted for using the equity method

(H

~

Balances mainly represents the Group’s interests in PAX Global.
As at 30 June 2019, the fair value of the Group’s 33.1%
effective interest in PAX Global was HK$1,157.5 million and
the fair value of the investment was lower than its carrying
value. An impairment test is performed to determine the
recoverable amount of the investment. The recoverable amount
calculated based on value-in-use exceeded the carrying value
as at 30 June 2019.

The Group’s effective interest in the ordinary shares of Cloopen,
calculated based on all issued and outstanding ordinary shares
of Cloopen which are held by the Group, was 50.5%. As at 30
June 2019, the Group's share of loss of Cloopen exceeded its
interest in the ordinary shares of Cloopen, there was no overall
financial impact on the consolidated income statement from
the investment for the current period. As at 30 June 2019, the
carrying amount of the Group's interest in the ordinary shares
of Cloopen was zero. Meanwhile, the fair value of the Group’s
interest in the ordinary shares of Cloopen was approximately
HK$446.6 million.

The Group is optimistic about the future prospects of PAX
Global and Cloopen and will continue to demonstrate
prudence and resilience in assessing its investment strategy
towards the enhancement of shareholders” value. Details of the
performance of these investments are set out in Note 27 to the
interim condensed consolidated financial information.

Financial assets at fair value through profit and loss

The balances represented (i) the fair value of the Group's
interest in the Convertible Series C Preferred Shares of Cloopen
of HK$107.4 million, (ii) the fair value of the Group’s interest
in the Convertible Series D Preferred Shares of Cloopen of
HK$43.7 million, (iii) the fair value of trading securities listed in
Hong Kong of HK$1.3 million; and (iv) the fair value of interest
in a venture capital fund of HK$124.7 million.

“E-NFRHRE -SBERE (FE)BRA R
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(G) UEHEARZRE

EHREZEASENREERRZERZ - RZT
—NWEARNA=ZTH AEERAEERKZ33.1%
BB 2 AFEA1,157,500,000/8 7T Mg E
AFERRERAE BETRENS  UEE
KEZAWEEE R E—NENA=1H"
EREREAEFE 2 e & BB EAREE -

1R B AT Cloopen® S0 B 81T R B TIEINY
BIRETE - ANEER CloopenT i@k 2 B = A
50.5% - R-_T—NFRNA=1TH KAEEEH
Cloopen/&5 182781 E 5 Cloopen & i@ A% 2 125 © %
HRERAREHES WRR T RERIMBY
Z-AZT—NFNA=1H KEEM Cloopen
TRRIEZERERZ AR AEER
CloopenZ % il 2 #2513 A 4) 73446,600,000
BT e

REEE A ERIK K Cloopent) A 2R Al SR FFELER
BB WS B R R BRI A AR A SRS - A
RIARREE - FHEZSREXRBNFBHND
HARS BRAR & BT S B R B RE27

H) ZDAFPEFABEZCEREE

R TR (VAN E B Cloopen CR 51| AJHA L& 5t
% 2 % 2% /9 A F1B107,400,00078 7T ¢ (i) A 5 B
R Cloopen DZEFI| AT HAAE NG 2 #Ee= A FE
43,700,000/ 7T (iiNEB LT EEEFHAFE
1,300,000/ 7 : K (v AR E S B A E
124,700,000/ 7T °
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(I) Inventories

The amount mainly represents inventories of electronic power
meters and solutions segment and information security chips

and solutions segment.

(J) Trade and bills receivables, other financial assets at
amortised cost and other current assets

U]

()]

rE
CHRIBERRIEERMMBRTRABERER
REGR RBRDRDBNEFE -

BWERRRERRE REBHHATEZH

As at As at
30 June 31 December
2019 2018

RZBE-HLE RIZE—N\F
ANA=+H +=—A=+—H

HK$000 HK$’000
FHBT FHET
Trade receivables (Note (i) (a)) FEURBRZX (M7t (i)a)) 244,524 148,173
Bills receivables (Note (i) (b)) R ERE (et i)b)) 24,499 11,468
Less: provision for impairment of R R IR E B
receivables (17,395) (10,463)
251,628 149,178
Other receivables, prepayments and Hith e IR BN RIBRIES
deposits (Note (ii)) (B a£di)) 185,726 131,625
Total CE 437,354 280,803
Note (i): Hata) -

(@) The Group's credit terms to trade debtors normally range from 0 to 180

days. The ageing analysis of the trade receivables primarily based on

invoice date was as follows:

@ AEE-RETESEBAZEEHHOZ180AT
FE-TBREBEER AP BUPCRFRESTIOT

As at As at

30 June 31 December

2019 2018

R-ZE—hEF RZZE—N\F

ANA=+H +=ZRA=+—8

HK$’000 HK$'000

FERT FHET

Current to 90 days BlEfZ=90H 135,218 109,685
91 to 180 days 91Z=180H 58,852 2,919
181 to 365 days 1812365H 19,614 8,335
Over 365 days 365H A £ 30,840 27,234
244,524 148,173

— Increase in trade receivables aged between current to 90 days

and 91-180 days was mainly contributed by the electronic power
meter and solutions segment and information security chips and

solutions segment.

—  BREANTENEAZE90H A K91 21800 2 FEUBR X
EMEBMR BT EERMRBRAESE
BERENA RERATRD B



(K

~

(L)

(b)  Bills receivables mainly belong to the information security chips and
solutions segment.

Note (ii):

The increase in balance was mainly due to increased in other receivables
from payment processing solutions segment.

Loan receivables

Loan receivables are amounts due from customers under the
payment processing solutions segment in the ordinary course of
business, unsecured and primarily denominated in RMB.

The ageing analysis of loan receivables based on the payment
due date is as follows:

(K)

TE-NFHHRE -SBAE (FE)ARLE

Business Review

E LR

b BEREBRIERBEREERECHMERTRIE-

it -
EHRENEFEANREINRGERRA RSB K

FEURIRIE B0 -

FE W & 5K
BREFANAEEBBEPINR SRR
RTRERSBRWEPHNFIR BEAFKIAR
BEMALIZUAREE-.

RIBEBN KB 2 RREFRERE DT :

As at As at
30 June 31 December
2019 2018
RZE-NE RZIZT—N\HF
AA=tH +=ZA=+—H
HK$000 HK$’000
FHET FET
Current BVER 305,569 553,676
1 to 3 months past due BmE—Z==1EA 12,935 9,365
Over 3 months past due BB A =18 A 36,128 6,061
Loan receivables, gross JEUR EFh 48 %5E 354,632 569,102
Less: provision for impairment of R WK IR B
receivables (46,067) (32,807)
Loan receivables, net FEWEFFEE 308,565 536,295
Non-current JFERE 11 479
Current ik 308,554 535,816
308,565 536,295

Amounts due from/to investments accounted for using
the equity method

The amounts due from/to investments accounted for using the
equity method represent payables from/to PAX Global and
Cloopen and its subsidiaries as at 30 June 2019. Amounts due
from/to investments accounted for using the equity method are
unsecured, interest-free and repayable on demand.

L

R R EARZIRE 2R

U e AR R AR 2 IRE 2 SRR =
ZE-NFRAZTREKR ENEERRAR
Cloopen & ELH B2 7] 2 FUH - UK P AR S
EARZIE 2 A REER 8 MIRENE
o
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(M) Trade and bills payables, payables for payment
processing solutions business and other payables and

accruals

M) ERERRERENRE XNRZEBERTR
EBBARAREENRAREKE

As at As at
30 June 31 December
2019 2018
R=ZB-hE RIZT-NF
A~A=+H +=ZA=+—H
HK$'000 HK$'000
THET FHET
Trade payables (Note (i)(a)) &R R (BT L (i)@)) 362,837 247,878
Bills payables (Note (i)(b)) eI (Bt b)) 2,892 3,165
Payables for payment processing XNRGEBBRAREBZ
solutions business (Note (ii)) FESTRIE (M aEdi)) 600,857 266,710
Other payables and H Al & A5 R IE I
accruals (Note (iii) FERTFRIA (Hat (i) 1,231,864 1,376,874
Total &t 2,198,450 1,894,627
Note (i): Az -
(@ The credit period granted by the suppliers ranges from 0 to 180 days. @ BHERRTZEEHR0EIS0H TS T ERER

The ageing analysis of the trade payables primarily based on invoice

date was as follows:

FEHH ENRFARE DT :

As at As at

30 June 31 December

2019 2018

R-ZZE—hEF RZT—N\F

AA=+H +=A=+—8”

HK$’000 HK$'000

FET FHET

Current to 90 days BNEfZE90H 300,384 205,694
91 to 180 days 91&180H 44,831 2,663
181 to 365 days 181%=365H 2,921 17,774
Over 365 days 3658 A E 14,701 21,747
362,837 247,878

Increase in trade payables aged between current to 90 days and
91-180 days was mainly due to increase in outstanding balances
from payment processing solutions segment and electronic power
meters and solutions segment.

Decrease in trade payables aged between 181 to 365 days
was mainly due to decrease in outstanding balance from the
electronic power meters and solutions segment.

BRECN T RTEAZE90H LA KR 9I1E180H 2 FEFFHRIK
ENMEEHARIARZIERERARIEUR
BRTEERRBERAFRS B RMEBEHRIE
e

BRI N T18123658 Z ENIRFUBR D EEHR
BRI RERRBRFTRD B2 REBERR

(b) Bills payables belong to the electronic power meters and solutions (b)

segment.



Note (ii):

This balance represents payables to merchants for the payment processing
solutions business. The amounts are generally due for settlement with these

customers within 30 days.

TE-NFHHRE -SBAE (FE)ARLE
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BRBHIER N R SRR REVRNTE S Z50R -
EHASE—RI0BNEZETPHETEE -

Note (iii): ez i) <
As at As at
30 June 31 December
2019 2018
R=ZZB—-NF RZT—N\F
AH=t+H +=ZA=+—8H
HK$’000 HK$'000
TR FHET
Accrued staff costs and pension obligations* fEFH B TR BRI K> 213,860 273,934
Deposits birec 74,565 84,556
Receipt in advance from customers** FERWERR B 2 FRIF** 144,582 186,467
Advance from merchant recruitment agents** REBEE P RIBA R 419,047 519,935
Others Hi 379,810 311,982
1,231,864 1,376,874

The decrease in accrued staff costs and pension obligations was mainly due

to the payment of year-end bonus for 2018 during the period.

**  The decrease in receipt in advance from customers and advance from
merchant recruitment agents was mainly due to decrease in advances
and guarantees received from merchants and agents under the payment

processing solutions segment.

(N) Current tax liabilities
Increase in balance was mainly due to an increase in income
tax expenses.

UPDATES ON CONTRACTUAL ARRANGEMENT

As part of the Group’s internal restructuring, on 21 May 2019,
the following contract based arrangements (“Contractual
Arrangements”) were adopted by the Company in respect of J#
AERESRMAR AR (“Hunan Yunrong”, unofficial English
translation being Hunan Yunrong Information Technology Co., Ltd.)
and its subsidiaries (collectively, the “Yunrong Group”) to enable
the Group, as a foreign investor, to control and benefit from Hunan
Yunrong in the foreign restricted businesses in the PRC.

* EERIBIRARERASHIRLS TEMREIRS N =
T N\FZFRICAFAEC

o JRENEE S ZRIAR KA BIER P RIZH BN
TEANINRZEEBRRT RYREEP R
R 2 B R AR B A T ER ©

N) BHBIERE
BRI 0 E B RSB BT 0

BRREZRIER

ERAKERNBEAN - R=F—NFHA
=B UTERLH ([RHORE WEHEHRA
RAPLHEEREBRMARAR (NHRER]) &
HE AR (588 [ERERE ) RIS IMEAREE (1F
RBESMREE) RS BIINE R I 575 7 12 15134
ERIA R
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1.

Contractual Arrangements in respect of Hunan Yunrong

1.1

1.2

1.3

Particulars of Hunan Yunrong and its registered owners
Hunan Yunrong is a limited liability company established
in the PRC on 15 August 2014. Hunan Yunrong was
wholly-owned by Chongging JIM Mobile Business Co.
Ltd (“Chongging JIM”). Hunan Yunrong and Chongging
JIM are accounted for as wholly-owned subsidiaries of
the Company contractually controlled by the Group
through certain control documents (“Existing JIM Control
Documents”) as detailed in the annual report of the
Company for the year ended 31 December 2018.

On 21 May 2019, the Group implemented a restructuring
involving the Yunrong Group (“Yunrong Restructuring”)
as detailed in the announcement of the Company
dated 21 May 2019. Upon completion of the Yunrong
Restructuring, the registered shareholders of Hunan
Yunrong have become Mr. Zhang Yonggang (“Zhang”,
holding 70% equity interests) and Mr. Wei Mingliang
(“Wei”, holding 30% equity interests). Control documents
(“Yunrong Control Documents”) have been entered into
between Hunan Yunrong, Zhang, Wei and dt R &[5
BREEEHIBR AT (“Beijing Hi Sunsray”, unofficial
English translation being Beijing Hi Sunsray Information
Technology Limited) to allow Beijing Hi Sunsray to
contractually control 100% equity interests and the
management of Hunan Yunrong.

The Yunrong Group’s business

Hunan Yunrong and its subsidiaries are principally engaged
in platform operation solutions business in the PRC. The
Company engages in the above businesses through the
adoption of the Contractual Agreement due to the foreign
investment restrictions applicable to the as value-added
telecommunication business (348 & {5 %7 ) (being
foreign shareholding must not exceed 50%) and other
licensing requirements under the PRC law.

Summary of the major terms of the underlying contracts of
the Contractual Arrangements

Yunrong Master Exclusive Service Agreement

Beijing Hi Sunsray and Hunan Yunrong entered into the
Yunrong Master Exclusive Service Agreement, pursuant to
which Hunan Yunrong agreed to engage Beijing Hi Sunsray
as its exclusive service provider of certain technical and
business support services. Hunan Yunrong would pay
Beijing Hi Sunsray a service fee that equals 100% of the
audited consolidated net profits of Hunan Yunrong.

1.

FRMEERNENRY
1.1 HEZERREZMEBA BT IE

1.2

1.3

HEERA—RR _T—NF\A+HAE
PRI AR AT N E R A EE AT
BRI ARAR ([EEET]) 2EHA -
HEERREERGTARINARRANE
EMBEAR AAEEEBE TENIETE
(MBRITEEATTEHIEHE]) S LES) 5
BENARFHE T N\Ft+ A=+~
HIEFEHFR-

R-E—NFRA-+—8 FEBHETS

EmEEMESE ([EEH]) - EFEE
RARFAHRAE-_T-NFREA-+—HH
N NERMEBATKE  HEERAE
AR R A8 Aok B 5 A (TeRKM] - 3 FE870%
k) RATRAZR S A ([TRASE ] - :5B30%0%
) Pl ([EmiEs1EiH#]) 28
EER - RoKEl FAERIEREEER
BEfEERMBRAR ([ItREEEER])
A AMFEIEREBEREE NIESmE
Bb100%% 1 K & 18 o

=y E JE0E i
WEEREEMBAREIENTHEEETA
BEMANRER - ANERARNEEEREE
RN BRI (SNER ISR IB50% )
A BRI BAR M B A FF A 23K AN F]
BB AR E Ll RS-

BRIZHIARI A A E 212

E B KR AE i

RS EBE AR ERA L ERERR
BEmE Bl SEERRAEERLIRS
R B B BIE A RS TRl M 275 S 45 RS 9
BERIRGHIER N ERH AL RS BE
BENNEREERIZRE FH100%80 R



Yunrong Business Cooperation Agreement

Beijing Hi Sunsray, Hunan Yunrong, Zhang and Wei
entered into the Yunrong Business Cooperation Agreement,
pursuant to which Hunan Yunrong, Zhang and Wei have
covenanted with and undertaken to Beijing Hi Sunsray that
Hunan Yunrong shall not, and Zhang and Wei shall cause
Hunan Yunrong not to, engage in any transaction which
may materially affect Hunan Yunrong's asset, obligation,
right or operation.

Yunrong Exclusive Option Agreement

Beijing Hi Sunsray, Hunan Yunrong, Zhang and Wei
entered into the Yunrong Exclusive Option Agreement,
pursuant to which (i) Zhang and Wei have granted an
exclusive right to Beijing Hi Sunsray to require them
to transfer any and all of the equity interests of Hunan
Yunrong they hold (“Yunrong Equity Interests”) to Beijing
Hi Sunsray and/or its designee, subject to Beijing Hi
Sunsray’s specific requirements; and (i) Hunan Yunrong
has granted an exclusive right to Beijing Hi Sunsray to
require it to transfer any and all of its assets (“Yunrong
Assets”) to Beijing Hi Sunsray and/or its designee, subject
to Beijing Hi Sunsray’s specific requirements.

The total transfer price for the Yunrong Equity Interests and/
or the Yunrong Assets shall be the lowest price allowed
under PRC laws and administrative regulations at the
time of the transfer, or if there is no such lowest price, the
transfer price shall be the price determined by Beijing Hi
Sunsray. After receiving the transfer price, Hunan Yunrong,
Zhang and Wei shall transfer such transfer price and
affiliated benefits to Beijing Hi Sunsray or its designee at nil
consideration.

Yunrong Proxy Agreement and Power of Attorney

Beijing Hi Sunsray, Hunan Yunrong, Zhang and Wei
entered into the Yunrong Proxy Agreement and Power
of Attorney, pursuant to which Zhang and Wei have (i)
nominated and appointed Beijing Hi Sunsray (as well as
its successors, including a liquidator, if any, of Beijing Hi
Sunsray) as their attorney-in-fact to exercise such rights
as a shareholder of Hunan Yunrong on their behalf, and
any right conferred by relevant laws and regulations and
the articles of association of Hunan Yunrong; and (ii)
undertaken to remit all such monies or assets received
by them, as a result of holding equity interests in Hunan
Yunrong, to Beijing Hi Sunsray.

“E-NFRHRE -SBERE (FE)BRA R
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Yunrong Equity Interest Pledge Agreement

Beijing Hi Sunsray, Hunan Yunrong, Zhang and Wei
entered into the Yunrong Equity Interest Pledge Agreement,
pursuant to which Zhang and Wei have agreed to pledge
all of the equity interests of Hunan Yunrong that they
own, including any interest or dividend paid for such
equity interests, to Beijing Hi Sunsray unconditionally and
irrevocably, as a security for the performance of any and
all obligations by them and Hunan Yunrong under the
Yunrong Control Documents (other than Yunrong Equity
Interest Pledge Agreement) at the initial registration amount
of RMB10 million, which is the estimated value of the
obligations of Zhang, Wei and Hunan Yunrong under the
Yunrong Control Documents.

Yunrong Confirmation and Guarantee Letter

Each of Zhang and Wei has executed a Yunrong
Confirmation and Guarantee Letter to confirm and
guarantee that, among other things, (i) his successor,
guardian, creditor, spouse or any other person that may
be entitled to assume rights and interests in the equity
interests of Hunan Yunrong held by him upon his death,
incapacity, bankruptcy, divorce or any circumstances
that may affect his ability to exercise his shareholder’s
rights in Hunan Yunrong; (ii) he will unwind the Yunrong
Control Documents and transfer all of the equity interests
of Hunan Yunrong held by him to Beijing Hi Sunsray or its
designee as soon as the applicable PRC laws allow Beijing
Hi Sunsray to operate the business operated by Hunan
Yunrong by way of directly holding equity interests; and
(i) he will not engage in any business that may compete
with the business of Hunan Yunrong or act or omit to act
in such a way giving rise to a conflict of interest between
himself and Hunan Yunrong.

Yunrong Spousal Consent

The spouse of Zhang has executed the Yunrong Spousal
Consent and covenanted that she will not take any action
with the intent to interfere with the arrangements under the
Yunrong Control Documents, including making any claim
that such equity interests in Hunan Yunrong constitute
property or community property between herself and
Zhang and waives all her rights to such equity interests that
may be granted to her according to any applicable laws.
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1.4

1.5

2. Ris

Disputes resolution

Pursuant to the Yunrong Control Documents, the dispute
resolution clauses provide that any dispute or claim
shall be resolved by the parties in good faith through
negotiations. If no resolution can be reached, the dispute
shall be submitted to the Beijing Arbitration Commission
for arbitration in Beijing. The arbitral body may award any
remedy or relief, including provisional and permanent
injunctive relief, specific performance, remedies over the
equity interests or land assets of and winding up orders
against Hunan Yunrong. Each party shall have the right to
seek interim injunctive relief or other interim relief from a
court of competent jurisdiction (i.e. subject to applicable
laws, being Hong Kong, Bermuda and the PRC courts) in
support of the arbitration when formation of the arbitral
tribunal is pending or under appropriate circumstances.

Revenue and assets subject to the Contractual
Arrangements

The consolidated total revenue of Hunan Yunrong for the
period ended 30 June 2019 was HK$70.9 million. The
audited total asset value and net asset value of Hunan
Yunrong as at 30 June 2019 prepared in accordance
with PRC GAAP is approximately HK$151.6 million and
HK$4.1 million respectively.

ks relating to the Contractual Arrangements

The Group is exposed to certain risks under the Contractual

Arrangements, which are summarised below.

There is no assurance that the Yunrong Control Documents
could comply with future changes in the regulatory
requirements in the PRC and the PRC government may
determine that the Yunrong Control Documents do not
comply with applicable regulations.

Substantial uncertainties exist with respect to the
enactment timetable, interpretation and implementation
of the Draft Foreign Investment Law ( (SN IE & EE
£2) ) and how it may impact the viability of the current
corporate structure, corporate governance and business
operations under the Contractual Arrangements.

The Yunrong Control Documents may not be as effective as
direct ownership in providing control over Hunan Yunrong.

The registered shareholders of Hunan Yunrong may
potentially have a conflict of interests with the Group.
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e The Contractual Arrangements may be subject to scrutiny
of the PRC tax authorities and transfer pricing adjustments
and additional tax may be imposed.

e Certain terms of the Yunrong Control Documents may
not be enforceable under PRC laws, such as the disputes
resolution clauses stipulated above.

e A substantial amount of costs and time may be involved in
transferring the ownership of Hunan Yunrong to the Group
under the Yunrong Exclusive Option Agreement.

e The Group may bear economic risk which may arise from
difficulties in the operation of Hunan Yunrong.

e The Company does not have any insurance which covers
the risks relating to the Yunrong Control Documents and
the transactions contemplated thereunder.

e There is a lack of clear guidance or interpretation on
the qualification requirement under the Internet Content
Provider License, which may cast uncertainty to the Group
when the foreign ownership restriction in value-added
telecommunications is relaxed.

Internal control measures implemented by the Group
The Yunrong Control Documents contain certain provisions to
exercise effective control over and to safeguard the assets of
Hunan Yunrong. In addition to such provisions, the Company
has adopted certain measures which may include but not
limited to management control, financial control and legal
review as follows:

e the Group has delegated representatives (“Representatives”)
to Hunan Yunrong, mainly responsible for exercising
management control of Hunan Yunrong; the
Representatives will conduct reviews on the operations of
Hunan Yunrong;

e the Board and the Representatives shall identify major
issues arising from the implementation of and compliance
with the Yunrong Control Documents;

e any regulatory enquiries from government authorities will
be submitted to the Board, if necessary, for review and
discussion on an occurrence basis;
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the Representatives or other delegates of the Board shall
meet with the registered shareholders or directors of Hunan
Yunrong to investigate and report any suspicious matters to
the Board;

the Board shall collect the management accounts and
major operational data of Hunan Yunrong regularly for
review which will be no less frequent than on a quarterly
basis; the financial team of the Company will seek
explanations from the senior management of Hunan
Yunrong on any material fluctuations;

the Board will consult the Company’s PRC legal
advisers from time to time to check if there are any legal
developments in the PRC affecting the arrangement
contemplated under the Yunrong Control Documents
(such as the development of the draft Foreign Investment
Law), and the Board will determine if any modification or
amendment are required to be made;

major issues arising from implementation and performance
of the Yunrong Control Documents, if any, will be reviewed
by the Board on a regular basis; the Board will determine,
as part of its periodic review process, whether legal
advisers and/or other professionals will need to be retained
to assist the Group to deal with specific issues arising from
the Yunrong Control Documents;

the Board will disclose the overall performance and
compliance with the Yunrong Control Documents in its
annual report to update the Shareholders and potential
investors; and

the Company shall comply with the conditions prescribed
under the waiver granted by the Stock Exchange in
connection with the continuing connected transactions
contemplated under the Yunrong Control Documents.
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Term of the Yunrong Control Documents and unwinding
of the Yunrong Control Documents

The Yunrong Master Exclusive Service Agreement, Yunrong
Business Cooperation Agreement, Yunrong Exclusive Option
Agreement and Yunrong Proxy Agreement and Power of
Attorney shall remain in effect except terminated by Beijing
Hi Sunsray with 30 days prior written notice, terminated
upon transfer of all the equity interests of Hunan Yunrong to
Beijing Hi Sunsray and/or its designee pursuant to the Yunrong
Exclusive Option Agreement, and/or automatically terminated
upon the event that it becomes permitted under PRC laws
for Beijing Hi Sunsray to directly hold the equity interests of
Hunan Yunrong, and Beijing Hi Sunsray or its designated party
has obtained all the equity interests of Hunan Yunrong. The
Yunrong Equity Interest Pledge Agreement shall take effect upon
registration with the relevant PRC authority and shall be valid
for 50 years thereafter.

As at the date of this report, there is no unwinding of any of
the Yunrong Control Documents or failure to unwind when
the restrictions that led to the adoption of such Contractual
Arrangement become no longer applicable.

Application for and conditions of waiver

Each of Zhang and Wei is a director of certain subsidiaries of
the Company and hence each of Zhang and Wei is a connected
person of the Company at subsidiary level. Therefore, the
Yunrong Control Documents constitute connected transactions
and/or continuing connected transactions at subsidiary
level under Chapter 14A of the Rules Governing the Listing
of Securities on the Stock Exchange (“Listing Rules”). The
Company has applied for, and the Stock Exchange has granted
a waiver pursuant to Rule 14A.102 of the Listing Rules from (i)
fixing the term of the Yunrong Control Documents for a period
of not exceeding three years pursuant to Rule 14A.52 of the
Listing Rules, and (ii) setting a maximum aggregate annual cap
pursuant to Rule 14A.53 of the Listing Rules for the services
fees payable by Hunan Yunrong to Beijing Hi Sunsray and the
amount of loans to be made available by Beijing Hi Sunsray
to Hunan Yunrong as contemplated under the Yunrong Control
Documents. The waiver is subject to the conditions as set out
below.

(1) No Change without Independent non-executive Directors’
Approval: Save for any mandatory change required under
applicable laws and regulations, no changes to the terms
of any of the Yunrong Control Documents will be made
without the approval of the independent non-executive
Directors.
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Economic Benefits Flexibility: The Yunrong Control
Documents shall continue to enable the Company to
receive the economic benefits derived by Hunan Yunrong
through (a) the potential right of the Group (if and when
so allowed under the applicable PRC laws) to acquire the
entire equity interest in Hunan Yunrong at the lowest price
permissible under the then applicable PRC laws, (b) the
business structure under which the audited consolidated
net profits generated by Hunan Yunrong is retained by
the Group (such that no annual caps shall be set on the
amount of the services fees payable to Beijing Hi Sunsray
under the Yunrong Master Exclusive Service Agreement),
and (c) the right of the Group to control the management
and operation of, as well as, in substance, all of the voting
rights of Hunan Yunrong.

Renewal and reproduction: On the basis that the Yunrong
Control Documents provide an acceptable framework for
the relationship between the Company and its subsidiaries
in which the Company has direct shareholding, on the
one hand, and Hunan Yunrong, on the other hand, such
framework may be renewed and/or reproduced upon
the expiry of the existing arrangements or in relation to
any existing or new wholly foreign owned enterprise or
operating company (including branch company) engaging
in the same business in the PRC as that of the Group
which the Group might wish to establish when justified
by business expediency, without obtaining the approval
of the Shareholders, on substantially the same terms and
conditions as the existing Yunrong Control Documents.
The directors, chief executive or substantial shareholders
of any existing or new wholly foreign owned enterprise or
operating company (including branch company) engaging
in the same business that the Company may establish
upon renewal and/or reproduction of the Yunrong Control
Documents will be treated as the connected persons of
the Company and transactions between these connected
persons and the Company other than those under similar
Yunrong Control Documents shall comply with Chapter
14A of the Listing Rules. This condition is subject to
relevant PRC laws and approvals from the relevant PRC
authorities.
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(4) Ongoing Reporting and Approvals: the Group will disclose
details relating to the Yunrong Control Documents on an
ongoing basis as follows:

The Yunrong Control Documents in place during each
financial period will be disclosed in the Company’
s annual report and accounts in accordance with the
relevant provisions of the Listing Rules;

The independent non-executive Directors will review
the Yunrong Control Documents annually and confirm
in the Company’s annual report for the relevant year
that the transactions carried out during such year have
been entered into (x) in the ordinary and usual course
of business of the Group; (y) on normal commercial
terms or better; and according to the Yunrong Control
Documents on terms that are fair and reasonable and
in the interests of the Shareholders as a whole;

The Company’s auditors will carry out procedures
annually on the transactions carried out pursuant to
the Yunrong Control Documents and will provide
a letter to the Directors with a copy to the Stock
Exchange at least 10 business days before the bulk
printing of the Company’s annual report, confirming
whether anything has come to their attention that
causes them to believe that the continuing connected
transactions (x) have not been approved by the Board;
and (y) were not entered into, in all material respects,
in accordance with the relevant agreement governing
the transactions;

For the purposes of Chapter 14A of the Listing
Rules, and in particular the definition of “connected
person”, Hunan Yunrong and its subsidiaries (if any)
will be treated as the Company’s subsidiaries, and
at the same time, the directors, chief executives or
substantial shareholders (as defined in the Listing
Rules) of Hunan Yunrong and its subsidiaries and their
respective associates will be treated as the Company’s
connected persons. As such, the transactions between
these connected persons and the Group (including
for this purpose, Hunan Yunrong and its subsidiaries,
if any), other than those under the Yunrong Control
Documents, shall comply with Chapter 14A of the
Listing Rules; and
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e Hunan Yunrong also undertakes that, during the term
of the Yunrong Control Documents, it will provide the
Group’s management and the Company’s auditors
with full access to its relevant records for the purpose
of the Company’s auditors’ review on the continuing
connected transactions.

6. Material change to other contractual arrangements

As disclosed in the announcement of the Company dated
21 May 2019, the Group has implemented certain corporate
restructuring, so that the Existing JIM Control Documents will
be terminated upon completion of such restructuring and a new
set of control agreements will take effect. As at the date of this
report, the corporate restructuring has not yet completed and
the Existing JIM Control Documents remain effective.

KEY INVESTING AND FINANCING ACTIVITIES

Deemed disposal of VBill (Cayman) and grant of put option

by VBill (Cayman)

(A) Subscription agreement and deemed disposal
On 12 February 2019, the Company, Mr. Shen, Mr. Li, Mr. Xue
and Ms. Ge, ELECTRUM B.V. (the “Investor”), VBill (Cayman)
and VBill OPCO entered into a subscription agreement
(“Original Subscription Agreement”), pursuant to which the
Investor will be entitled to subscribe for, and be allotted,
an aggregate of up to 15% of the issued ordinary shares
of VBIill (Cayman) (“VBill Shares”) (on a fully diluted basis
immediately after the Second Capital Increase Completion (as
defined below)) at an aggregate subscription price of up to
RMB588,000,000.

Pursuant to the Original Subscription Agreement, subscription
of the VBill Shares by the Investor will be completed in two
tranches. 1,263 VBill Shares will be subscribed by and allotted
to the Investor, representing approximately 11.21% of the
issued VBill Shares upon completion of the first subscription
(“First Capital Increase Completion”) at the subscription price
of RMB378,000,000. The First Capital Increase Completion
is conditional upon, among other things, completion of the
restructuring of various existing group of companies (including
the execution of Yunrong Control Documents and control
documents in relation to Chongging JIM (“New JIM Control
Documents”)) in accordance with the Original Subscription
Agreement. The First Capital Increase Completion is expected
to take place within 10 business days after the date of issuance
of a notice of satisfaction of the last condition to be satisfied
which cannot be later than the longstop date, being 30 June
2019 (“Longstop Date”) or such other date agreed among the
parties to the Original Subscription Agreement.
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Consideration for the second subscription will be determined
with reference to the actual net profit figure of VBill OPCO
in accordance with the Original Subscription Agreement and
completion of the second capital subscription (“Second Capital
Increase Completion”) is expected to take place on a date no
later than the later of (a) 15 business days after the First Capital
Increase Completion or (b) 15 business days after the date on
which the audited consolidated financial statements of VBill
OPCO for the year ended 31 December 2018 is delivered to
the Investor (or such other date as agreed among the parties
to the Original Subscription Agreement). The final subscription
price payable by the Investor and the final number of VBill
Shares to be allotted and issued to the Investor is therefore
subject to adjustment upon the Second Capital Increase
Completion.

Immediately before the First Capital Increase Completion, VBill
(Cayman) will be owned as to 80.04% by the Company, 9.96%
by Delia and Grace Technology Limited, a special purpose
vehicle wholly-owned by Mr. Shen for holding the VBill Shares
for himself (“Shen Holdco”), 4.80% by Kapok Technology
Limited, a special purpose vehicle wholly-owned by Mr. Li for
holding the VBill Shares for himself (“Li Holdco”), 3.20% by
Yuteng Technology Limited, a special purpose vehicle wholly-
owned by Mr. Xue for holding the VBill Shares for himself
(“Xue Holdco”) and 2.00% by Just Pay Technology Limited, a
special purpose vehicle wholly-owned by Ms. Ge for holding
the VBill Shares for herself (“Ge Holdco”) (the Shen Holdco,
Li Holdco, Xue Holdco and Ge Holdco are collectively as
the “Management Shareholders Holdcos”). Immediately after
the First Capital Increase Completion, VBill (Cayman) will
be owned as to approximately 71.07% by the Company,
approximately 11.21% by the Investor, approximately
8.84% by Shen Holdco, approximately 4.26% by Li Holdco,
approximately 2.84% by Xue Holdco and approximately
1.78% by Ge Holdco.
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©

Immediately upon the Second Capital Increase Completion
and on the assumption that the number of VBill Shares needs
to be adjusted, the Company’s shareholding in VBill (Cayman)
may be diluted to the largest possible extent of approximately
68.03% (assuming the Investor has subscribed for 15% of the
issued VBill Shares on a fully diluted basis). After completion of
the transactions contemplated under the Original Subscription
Agreement, the Company will be deemed to have disposed of a
maximum of approximately 12.01% interest in VBill (Cayman)
(ie. from 80.04% to 68.03%), but VBill (Cayman) will remain as
a subsidiary of the Company.

Shareholders” Agreement and grant of Put Option

Under the Original Subscription Agreement, upon the First
Capital Increase Completion, the parties will enter into a
shareholders” agreement (“Shareholders” Agreement”) in respect
of the management and ownership of VBill (Cayman), pursuant
to which, among other things, VBill (Cayman) will grant a put
option to the Investor and the exercise of which will be subject
to the terms and conditions of the Shareholders’ Agreement
(“Put Option”).

Restated Subscription Agreement and amended Shareholders’
Agreement

On 21 May 2019: (a) parties to the Original Subscription
Agreement entered into a restatement agreement to amend
and restate the Original Subscription Agreement and the
agreed form of the New JIM Control Documents respectively,
each with effect from the same date; (b) the Company, the
Management Shareholders, the Management Shareholders
Holdcos, the Investor, VBill (Cayman), 1t R #k5 &k &t
RAEMRRXFA (“WFOE”, unofficial English translation being
“Beijing Microcode Data Technology Co., Ltd.”), VBill OPCO
and Chongging JIM (which joined as a new party to the
amended shareholders’ agreement) entered into an amended
shareholders’ agreement; (c) the Investor, VBill (Cayman) and
the WFOE entered into an revised agreement of pledge; and
(d) the relevant parties implemented the restructuring (“VIE
Restructuring”) concerning the contractual arrangements
involving Hunan Yunrong (i.e. Yunrong Control Documents),
Chongqging JIM and VBill OPCO and their respective
subsidiaries (i.e. New JIM Control Documents).
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Under the above amended agreements, the following material
changes to the original agreements have been made:

(i) the subscription by the Investor of the VBill Shares will be
completed in one tranche only (“Subscription”); the total
subscription price payable by the Investor and the number
of subscription shares are fixed at RMB588,000,000 and
approximately 11.21% of the issued VBill Shares upon
completion of the Subscription; accordingly, the Company
will be deemed to have disposed of approximately 8.97%
of VBill (Cayman) from 80.04% to approximately 71.07%
upon completion of the Subscription (“Deemed Disposal”);

(i) the Longstop Date is extended to 30 September 2019 (or
such other date as may be agreed among the parties); and

(i) as a result of the VIE Restructuring, Chongging JIM, VBill
OPCO and its subsidiaries will be 100% contractually
controlled by the Group through the New JIM Control
Documents; therefore, the VBill Control Documents will
not be executed.

Implications under the Listing Rules and the special general
meeting

As the highest applicable percentage ratio (as defined under the
Listing Rules) under the Listing Rules in respect of the Deemed
Disposal exceeds 5% but all applicable percentage ratios are
less than 25%, the Deemed Disposal constitutes a discloseable
transaction of the Company and is therefore subject to the
notification and announcement requirements under Chapter 14
of the Listing Rules.

Each of Shen, Li, Xue and Ge (i.e. the Management
Shareholders), together with Shen Holdco, Li Holdco, Xue
Holdco and Ge Holdco which is respectively an associate of
Shen, Li, Xue and Ge is a connected person of the Company
at subsidiary level. The entering into of the Subscription
Agreement between the Company and the Management
Shareholders, and the transactions contemplated thereunder
constitute connected transactions of the Company under
Chapter 14A of the Listing Rules and are subject to the
reporting and announcement requirements but are exempt from
the circular, independent financial advice and shareholders’
approval requirements pursuant to Rule 14A.101 of the Listing
Rules.
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As the highest applicable percentage ratio (as defined under
the Listing Rules) under the Listing Rules in respect of the
grant and exercise of the Put Option (the exercise of which
is not at the discretion of the Company) exceeds 25% but
all applicable percentage ratios are less than 75%, the grant
and exercise of the Put Option and the acquisition of VBill
(Cayman) by the Company contemplated thereunder constitute
a major transaction of the Company and is therefore subject
to the notification, announcement, circular and shareholders’
approval requirements under Chapter 14 of the Listing Rules.

The Company convened a special general meeting on 18 July
2019, at which the Shareholders passed the ordinary resolution
to approve the Subscription Agreement, the transactions
contemplated thereunder, and the grant and exercise of the Put
Option contemplated under the Shareholders” Agreement. As at
the date of this report, the Deemed Disposal is yet to complete.

Please refer to the announcements of the Company dated
12 February 2019, 21 May 2019 and 18 July 2019, and the
circular of the Company dated 21 June 2019 for further details.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, the Group reported total assets of HK$7,335.3
million (31 December 2018: HK$6,632.5 million), which were
financed by total liabilities of HK$2,364.0 million (31 December
2018: HK$2,061.2 million) and equity of HK$4,971.3 million (31
December 2018: HK$4,571.3 million). The net asset value was
HK$4,971.3 million (31 December 2018: HK$4,571.3 million).
The net asset value per share amounted to HK$1.790 per share as
compared to HK$1.646 per share as at 31 December 2018.

As at 30 June 2019, the Group had cash and cash equivalents of
HK$3,448.4 million (31 December 2018: HK$2,681.5 million) and
no short-term borrowings (31 December 2018: HK$10.2 million).
The net cash position as at 30 June 2019 was HK$3,448.4 million
as compared to HK$2,671.3 million as at 31 December 2018. As at
30 June 2019, the gearing ratio (defined as total borrowing divided
by total equity) was zero (31 December 2018: 0.2%). The gearing
ratio is considered healthy and suitable for the continuous growth of
the Group's business.
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CAPITAL STRUCTURE AND DETAILS OF CHARGES

As at 30 June 2019, the Group had no bank borrowings (31
December 2018: HK$10.2 million) and had banking facilities of
approximately HK$18.2 million (31 December 2018: HK$18.2
million). As at 30 June 2019, the banking facilities were secured by
the leasehold land and buildings of a subsidiary of the Company,
with a net book amount of HK$2.8 million and HK$7.0 million,
respectively. As at 31 December 2018, the bank borrowings and
banking facilities were secured by the leasehold land and buildings
of a subsidiary of the Company, with a net carrying amount of
HK$2.9 million and HK$7.5 million, respectively.

Approximately HK$2,776.5 million, HK$281.6 million, HK$270.1
million, HK$117.6 million and HK$2.6 million of the Group’s cash
balances were denominated in Renminbi, Hong Kong dollar, US
dollar, Japanese Yen and Macanese Pataca (“MOP”) respectively as
at 30 June 2019.

Approximately HK$1,909.6 million, HK$380.3 million, HK$195.8
million, HK$193.2 million and HK$2.6 million of the Group's
cash balances were denominated in Renminbi, Hong Kong dollar,
US dollar, Japanese Yen and MOP respectively as at 31 December
2018.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed in this report, the Group did not have any material
acquisition or disposal of subsidiaries during the six months ended
30 June 2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in this report, there was no specific plan for
material investments or capital assets as at 30 June 2019.

EXCHANGE RATES EXPOSURE

The Group derives its revenue, makes purchases and incurs
expenses denominated mainly in US dollar, Renminbi, Hong Kong
dollar and Japanese Yen. During the current period, the Group has
not entered into any agreements or purchased any instruments to
hedge the Group’s exchange rate risks. Any material fluctuation in
the exchange rates of Hong Kong dollar, Renminbi or Japanese Yen
may have an impact on the operating results of the Group.
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CONTINGENT LIABILITIES

(A) Performance Guarantee Agreement with a customer

(B)

In 2015, the Company entered into a performance guarantee
agreement with a customer (the “Performance Guarantee
Agreement”). Pursuant to the Performance Guarantee
Agreement, the Company agreed to provide the customer with
a guarantee in relation to the due and punctual performance of
a service project by a subsidiary of the Group with a surety of
not more than HK$60,000,000 and to indemnify the customer
against any third-party claim of intellectual property right
infringement resulting from the acts of the said subsidiary.
As at 30 June 2019, the Company does not recognise any
liability in relation to the Performance Guarantee Agreement
as the Directors consider the possibility of reimbursement not
probable.

Guarantee Agreement with subsidiaries of the Group

On 3 July 2018, the Company entered into a guarantee
agreement (“2018 Guarantee Agreement”) with its wholly-
owned subsidiary (“Subsidiary A”) and another wholly-owned
subsidiary (“Subsidiary B”) of the Company against a named
manufacturer. Pursuant to the 2018 Guarantee Agreement,
the Company shall guarantee to repay the due and unsettled
debts of Subsidiary A and/or Subsidiary B individually and/
or collectively of up to US$10,000,000 incurred in relation
to such manufacturing orders placed by Subsidiary A and/or
Subsidiary B individually and/or collectively, should each of
them individually and/or collectively cease or fail to honour its
payment obligations.

In respect of the further expansion of organization structure,
credit limit of manufacturing orders was also placed by another
wholly-owned subsidiary (“Subsidiary C”) of the Company
against the aforesaid manufacturer. The Company entered into a
new guarantee agreement dated 5 July 2019 (“2019 Guarantee
Agreement”) with Subsidiary A, Subsidiary B and Subsidiary C.
Pursuant to the 2019 Guarantee Agreement, the Company shall
guarantee to repay the due and unsettled debts of Subsidiary
A and/or Subsidiary B and/or Subsidiary C individually and/
or collectively of up to US$10,000,000 incurred in relation
to such manufacturing orders placed by Subsidiary A and/
or Subsidiary B and/or Subsidiary C individually and/
or collectively, should each of them individually and/or
collectively cease or fail to honour its payment obligations.

The 2018 Guarantee Agreement was terminated on 5 July 2019
and the entirety of the Company’s obligations and liability
thereunder, if any, was effectively transferred to the 2019
Guarantee Agreement, subject to the terms and conditions of
the 2019 Guarantee Agreement.

“E-NFRHRE -SBERE (FE)BRA R

Business Review

E LR

HRAE
W R—EEFTIRRERGH

(B)

RZZ—RF ARRHE—BFPI L RBER
ik ([REERDE]) - REXRBERRE
AREEERAEE —MWBRERE RN
WITRIEEE AEFREER EREETRA
60,000,000/ 7T+ 3 [ = Bt A Lt b8 A B1RI0
FE=HABEENTT RS BNRERZEPED
BE-R_T—AFNAZ+H ARBLERE
REBRBERBENEAE READESRAR
HREZ AT -

HEAEEWB LRI LIERGE

R NFLA=ZH ARREEZEWNER
Al ([HBRRIA]) RARRS—H2ENB AR
(MMBAR B HIETRIERmT LB R H®
(22— N\FERBZE]) - RE-Z—N\FER
sk WM B R RAR,SHE AR B @R &
sk EF ISR EBITEMNREME AR ER
BEEWBRRAR KB AR BE Lil&E
HEEEGEG YT EE= ok SNER
EER  (RE S TEBB10,000,000% 7T ©

MR — SRR AESER AR RS—HE2EN
B ([MEBARIC]) % Hil s T Eauas]
B EERE - ARRENEBATA -HEBARB
FHBARICEINBHA-ZTE—NFELARHZ
FERRE (22— NFERRE]) - BRIE=Z
—NFERDZ HHTBRRAR, KB AR
B & skMIEB A RICHERI K, sk H RS L3k AR AL
BITENRET AR ABREEEHBARA
/B AR B R SHBEARCER &, %
HREFA i &EET B Ao B @R &, R 4
REVEIEA R EEET - (Ra8 & T EEH810,000,000
ESIE

“E)\FERBER_Z-NAFLALBEE
Rb MARBRER T 228MEBREE (W0
BIEERBA_Z-NAFERDRE LXRR
B NEFERGE R AR

@ s



HI SUN TECHNOLOGY (CHINA) LIMITED - INTERIM REPORT 2019

Business Review

e JE)

Save as disclosed above, the Group had no material contingent
liability as at 30 June 2019.

EMPLOYEES

The total number of employees of the Group as at 30 June 2019 was
2,649. The breakdown of employees by division is as follows:

B EXHBEEN R_B-AFARA=TH A&E
WEREMEAKARE

REBR-Z-—NFRA=THZEELER2,649

Payment processing solutions XN R PEIBEIRTT R 977
Information security chips and solutions ERRENR MR 97
Platform operation solutions FRELEMRAR 753
Financial solutions SRR TT R 555
Electronic power meters and solutions BRAEERRBARR 213
Others HAh 12
Corporate office B 42

2,649

The Group ensures that its remuneration packages are
comprehensive and competitive. Employees are remunerated with
a fixed monthly income plus annual performance related bonuses.
The Group operates a Share Option Scheme and employees’
incentive schemes. The details of which are set out in the Additional
Information. The Group also sponsors selected employees to
attend external training courses that suit the needs of the Group’s
businesses.

Disclaimer:
Non-GAAP measures

Certain non-GAAP (generally accepted accounting principles)
measures, such as EBITDA, are used for assessing the Group's
performance. These non-GAAP measures are not expressly
permitted measures under GAAP in Hong Kong and may not
be comparable to similarly titled measures for other companies.
Accordingly, such non-GAAP measures should not be considered as
an alternative to operating income as an indicator of the operating
performance of the Group or as an alternative to cash flows from
operating activities as a measure of liquidity. The use of non-GAAP
measures is provided solely to enhance the overall understanding
of the Group’s current financial performance. Additionally because
the Group has historically reported certain non-GAAP results to
investors, the Group considers the inclusion of non-GAAP measures
provides consistency in our financial reporting.

.
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PAYMENT PROCESSING SOLUTIONS

The payment processing solutions segment was in good momentum
in the first half of 2019. In the first half of the year, the cumulative
transaction volume exceeded RMB935 billion and the number of
transactions handled was more than 3,950 billion, an increase of
36% and 140% over the same period of last year respectively. The
increase in the number of transactions contributed mainly to the
rapid growth of mobile QR code payment transactions, and the
number of transactions increased by more than 12 times over the
same period of last year. As the regulatory authorities strengthen
the industry supervision and the financial payment market is
gradually in line with international market, we further strengthen
the investment in risk control. In the first half of this year, “Tianjing”
(R#%) risk control system based on expert rules was officially
put into use, and a comprehensive scan was conducted for all
merchants, which optimized the structure of merchants, paid more
attention to their quality and reduced their risks. As of the end of
June 2019, the accumulated number of active domestic merchants
exceeded 3,900,000. The fintech online micro-lending business
further optimized the risk control model and cautiously controlled
the lending scale for the micro-lending business. The supply chain
financial platform has also been launched simultaneously.

Pursuant to the amended and restated Subscription Agreement
(described in further details under the subsection “Key Investing
and Financing Activities”) in relation to the subscription of new
VBill Shares by the Investor dated 21 May 2019, the Investor
will conditionally subscribe for VBill Shares, representing
approximately 11.21% of the issued VBill Shares upon completion
of the Subscription, at the consideration of RMB588,000,000. The
Subscription will provide funding for further expansion of business,
thereby reinforcing our comprehensive strength and growth
potential. Besides, the introduction of the Investor is expected to
bring strategic benefit. Through establishing and enhancing the
cooperative relationship between the Company and the Investor,
whose ultimate beneficial owner is a reputable private fund, such
relationship is expected to benefit the payment processing solutions
segment to leverage on the experience and reputation of such
reputable private fund to further develop its business network and to
create future funding opportunity.

INFORMATION SECURITY CHIPS AND SOLUTIONS

In the first half of 2019, the development of the payment market
in China has been growing stably, while the competition in the
information security chips market has become more intense. We
expect the market to continue to develop steadily in the second
half of 2019. Nonetheless, the growth may be affected by changes
in the central bank policies targeting the payment market. Other
research and development projects are progressing smoothly and
cost reduction initiatives of various products are rolling out in an
orderly manner.
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PLATFORM OPERATION SOLUTIONS

During the period, we continued to provide operational support
services for the E-commerce Base, the IVR Base and the Animation
Base of China Mobile. While China Mobile is anticipated to
vigorously develop integrated payment, featured e-commerce and
fintech business this year, we await to gain more opportunities
from the accelerated development of payment services of the
E-commerce Base which we support and to offer them more
products and business operation services. Looking ahead, we
will also continue to expand our presence in the markets and
industries other than that of domestic mobile operators, and expect
to successfully expand overseas mobile payment technology
service projects this year and develop our own e-commerce related
businesses. We will strive to expand the proportion of revenue
outside the communications industry and spend our utmost effort
to ensure the continued stable and healthy development of our
business.

FINANCIAL SOLUTIONS

With regard to the traditional customer markets, such as large state-
owned banks, joint stock commercial banks and their overseas
branches, we will continue to provide good services and maintain
steady development of the business. At the same time, in response
to the increasingly fierce competition in the domestic market,
we endeavour to enhance competitiveness through aggressive
investment in the following two aspects: 1) increasing the
investment in new product research and development, in particular
to boost the development of a new generation of decentralized
core business system and winning the bid for the new generation
of decentralized core business system construction project of
Guizhou Bank during the period; and 2) pushing ahead overseas
businesses, in particular to conduct overseas market research, set up
a specialized overseas businesses service team and expand overseas
cooperation channels. Currently, we have signed cooperation
agreements with a number of external channels in overseas markets.

ELECTRONIC POWER METERS AND SOLUTIONS

In the first half of 2019, we did not win the bid in the first unified
tender of the State Grid and the business situation was not
optimistic. The State Grid will continue to further the development
of new technologies, and at present the State Grid Power Research
Institute is studying and setting up the GB standards for IR46
electronic power meter. We shall keep actively pursuing with the
relevant works.
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DIRECTORS” AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2019, the interests and short positions of each
Director and Chief Executive in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of the Securities and Futures Ordinance (Cap. 571)
(“SFQO")), as recorded in the register maintained by the Company
under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of the Listed Issuers contained
in Appendix 10 to the Listing Rules (“Model Code”) were as follows:

Ordinary Shares of HK$0.0025 each in the Company
ALREREENSETZEER

—hFEHHHE - SENE (RE)ARAH

Additional Information

ESRTRARIREKS  HERORES
ZRRmRKE

—NFRNA=TH SEFRITHEHENRR
T&E*ﬁﬂﬁ%ﬁ&@ (EBRRBHFREHED (B571F)
(EHRBEGED) ) 2B ko RESH
BAERARDRREZES AR EHIFI2FFE
ZBMERE ETRRIMS0pr# 2 ETREITAE
BETEFRH 2BETA (MRETA]) B A EM
FRAMEARRBRBZ AR IARIAT

Number of shares held Interests in associated corporation
igstvit E MEBEE R
Approximate
percentage of
Approximate shareholding
percentage of in the registered
shareholding capital of the
Personal Corporate in the Shares Personal Corporate associated
interest interest Total of the Company interest interest Total corporation
] REBEER
Rz iftenkiEs
Director g= AR AR £ RO fARE AREE oy BREM
Kui Man Chun REF 28,650,000 (L) 617,083,636 (L 645,733,636 23.25%* - - - -
(note (})
(Hin)
Xu Wensheng 3¢ 4,566,000 (L] - 4,566,000 0.16%** 750,000 = 750,000 5%
(note (i)
(W)
Li Wenjin EUE 6,400,000 (L - 6,400,000 023%+ - - - -
Xu Changjun 28 16,563,000 (1)* - 16563000 0% 675,000 s 675,000 450
(note (i)
(i)
Note: VR

(i) These shares are held by Kui Man Chun through Hi Sun Limited, a company
which Kui Man Chun holds a 99.16% interest, and Rich Global Limited, a
wholly-owned subsidiary of Hi Sun Limited.

(i)  These interests represented the interests in the underlying registered capital
of Mega Hunt Microelectronics (Beijing) Limited (“Megahunt”, a wholly-
owned subsidiary of the Company) in respect of share options granted to Mr.
Xu Wensheng.

(iii)  These interests represented the interests in the underlying registered capital
of Megahunt in respect of share options granted to Mr. Xu Changjun.

*  The Letter “L” denotes a long position in shares.
**  The percentage is calculated based on the total number of issued shares
of the Company as at 30 June 2019, which was 2,776,833,835 ordinary

shares.

***  The percentage is calculated based on the registered capital of Megahunt as
at 30 June 2019, which was HK$15,000,000.

() ZERADHEREEE BHi Sun Limited CEEHH499.16%
WS 2 A F]) BHi Sun Limitedz 2% fff &2 &Rich Global
Limited#5 A ©

(i)  ZEERERE TRELENEREMNICNEENE
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BAR) HAEMAE AR

(i) ZEEDRERE THREFLENBREMXICAIEEZRR
EMEAN R

* [LIRTBRIDFETE -

** DUBRBEARRAR-E-AFNA=THEZERTR
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& 7 (B115,000,0007 7T ) 515
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Save as disclosed above, as at 30 June 2019, none of the Directors, B EXFIEZEEIN RZZE—NFNA=+H AR
the Chief Executive of the Company nor their associates (as defined ~ FlZEE THAHREE CHEA (FEER LT
in the Listing Rules) had any interests or short positions in any  BI)BIERAAR RHEBEEE (FERESFRHAE
Shares, underlying shares or debentures of the Company or any  &BIFEXVER) 2 EmAn - RN REST  #HEE
of its associated corporations (within the meaning of Part XV of  FARRRIRIEZES M AEIGHIE352G17E 2 E50
the SFO) as recorded in the register maintained by the Company i SiRIEIRES IR AR (b7 AN S RN A B R B 2Py
pursuant to section 352 of the SFO or as otherwise notified to the — Z#EzmIAR

Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS FERRABRORAEBERD ERZRAE
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

As at 30 June 2019, the interests and short positions of substantial R ZZ—NFRA=+H FTERR (EHHTHE
shareholders (other than a Director, or the Chief Executive) in the — FBRIN) RAR B R EAEEZE#E S B ARARIR
shares, underlying shares and debentures of the Company and its & MEEPIE336MEMMFEE M L2 B
associated corporations, as recorded in the register maintained by — HEEAR REFEmSORBLAT :

the Company under Section 336 of the SFO were as follows:

Ordinary share of HK$0.0025 each in the Company AAFEREE0.0025B T2 EBR
Approximate
Personal Corporate Total number of percentage of
Name of shareholder interest interest ordinary shares shareholding**
REZBA
BRRE®/HE fBAER AL & EERAYE B
Rich Global Limited (“RGL")*** = 617,083,636 (L)* 617,083,636 (L)* 22.22%
Rich Global Limited ([RGL ) ***
Hi Sun Limited (“HSL")*** (Note 1) - 617,083,636 (L)* 617,083,636 (L)* 22.22%
Hi Sun Limited ([HSL J) *** (f7z#1)
Mr. Kui Man Chun (Note 2) 28,650,000 (L)* 617,083,636 (L)* 645,733,636 (L)* 23.25%
RERRE (Wi2)
Ever Union Capital Limited (“Ever Union”) - 334,314,000 (L)* 334,314,000 (L)* 12.04%
Ever Union Capital Limited ([ Ever Union |)
Mr. Che Fung (Note 3) = 334,314,000 (L)* 334,314,000 (L)* 12.04%
BB (Hi3)
Notes: Hiet

1 Representing HSL's interests in the Company’s share capital by virtue of its 1 HKEHSLEEHIRGLZ 100%% 1 MR AN A R AR #E 2
control of 100% shareholding in RGL. W2

2 Representing Mr. Kui Man Chun’s (i) deemed interests in the Company’s 2 REXEEBFLA(DEIEHIHSLZ99.16% MM HAR AR AR

share capital by virtue of his control of 99.16% shareholding of HSL; and BB A s+ I ()0 £ —ERFA IR - A AR
(i) personal interests in the Company’s share capital as disclosed in the W2 AR

preceding section.

3 Representing Mr. Che Fung's interests in the Company’s share capital by 3 HREEES AR GIEver UnionZ 100%&HE A4 A R %

virtue of his control of 100% shareholding in Ever Union, which holds AR 2 ez - Ever Unionf A 782X §1334,314,0000% & 18
beneficial interests in the 334,314,000 ordinary shares of the Company. Bz B A -



*  The letter “L” denotes a long position in shares.

**  The percentage is calculated based on the total number of issued shares
of the Company as at 30 June 2019, which was 2,776,833,835 ordinary
shares.

#*% - Mr. Kui Man Chun and Mr. Li Wenjin are directors of RGL and Mr. Kui Man
Chun, Mr. Li Wenjin and Mr. Xu Wensheng are directors of HSL which
were deemed or taken to have interests or short positions in the shares or
underlying shares of the Company which are required to be disclosed under
the provisions of Divisions 2 and 3 of Part XV of the SFO.

Save as disclosed above, as at 30 June 2019, the Company had
not been notified by any persons, other than a Director and
Chief Executive of the Company who had any interests or short
positions in any Shares or underlying shares of the Company and
its associated corporations which would fall to be disclosed to the
Company under the provisions of Division 2 and 3 of the Part XV of
the SFO, or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO.

INCREASE IN DIRECTORS’ FEE

The increase in Director’s fee of the executive directors and
independent directors has been effective from 1 April 2019 and 19
April 2019 respectively are required to be disclosed pursuant to
Rule 13.51B(1) of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), are set out below:

Directors

BE=x

Executive Directors BITES
Cheung Yuk Fung REE

Kui Man Chun REF

Xu Wensheng "X A&

Li Wenjin FNE

Xu Changjun REE
Independent non-Executive Directors BYFHITES
Tam Chun Fai BRI

Leung Wai Man, Roger RER

Chang Kai-Tzung, Richard RiEE

Save as disclosed above, there is no other change in the directors’
information required to be disclosed pursuant to Rule 13.51(B) of
the Listing Rules.
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Annual fees
FE®S
HK$

ETT

1,080,000
2,520,000
2,280,000
2,160,000
2,100,000

220,000
220,000
220,000
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PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s shares during the period.

DIRECTORS’ SECURITIES TRANSACTIONS

The Group has adopted trading guidelines regulating directors’
and senior management’s transactions concerning securities of the
Company, on terms no less exacting than the required standard set
out in the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix 10 to the
Listing Rules.

Specific enquiry had been made to all the directors of the Company
Directors and they have confirmed that they have complied with the
Model Code and the Group’s trading guidelines throughout the six
months ended 30 June 2019.

CORPORATE GOVERNANCE

The Company’s corporate governance practices are based on
the principles (the “Principles”) and code provisions (the “Code
Provisions”) in the Corporate Governance Code as set out in
Appendix 14 of the Listing Rules.

In formulating and implementing its corporate governance practices,
the Company has applied the Principles and complied with all
applicable Code Provisions for the six months ended 30 June 2019.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
comprises three independent non-executive Directors, namely
Mr. Tam Chun Fai, Mr. Leung Wai Man, Roger and Mr. Chang
Kai-Tzung, Richard. The Audit Committee has reviewed with the
management the accounting principles and practices adopted
by the Group and discussed internal control, risk management
and financial reporting matters including review of the unaudited
interim condensed consolidated results for the six months ended 30
June 2019 with the Directors.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is interested in any business, apart from the
Group's business which competed or was likely to compete, either
directly or indirectly with the Group's business.

BE HEIWME KRG

HR AR EEMNHBRRMERBE  HENE
Bl AR B ©

EECRSRS

AEBDRMREEZTNENEEEH AR R A BE
FETR BN B IES] - BRI NER iR R
Bt AE LM ETAESETERRS ZIRETE
(TRAESPRI)) AFTELZ R 2R

RAXARRZRES ([EF)EHAREREK  KE
ERANBE _Z-NFAA=TRILREA—5E
STRETAIRAEE 2 X HIES|

RRARZEREAFRTIRR LR AR+ UFE
EERERTAIPARA (TRA) kRl ([5781
3] )RTSL -

HEREREREAFERE  ARAIREE—F N
FRA=ZTHIEREACDEBRAL —BEET2EE
FA=FRIMERS

EREEg

ARARZECZEG ([BRZEBE) =28k
WITEFBIRELRE RERAERREZRLR
K- BREZERCHEEERMNAKREMRANGR
AIRER] WA RmABEE BRI EE MV HERE
B BREEEEHNEE_Z-NFRA=ZTHILER
Az R EEZT GRS EE-

EENHFRK S

BB E R M AN B B kAR R F R AT
B2 EG (REBEBRIN P 2 EAEETER
Efa s



SHARE CAPITAL AND SHARE OPTIONS

Share Option Scheme of the Company

The Company operates a share option scheme (the “Scheme”)
for the purpose of attracting, retaining and motivating talented
employees in order to strive for future developments and expansion
of the Group. Eligible participants of the Scheme include the
Group’s full-time employees, executive and non-executive
Directors. The Scheme became effective on 29 April 2011 and
unless otherwise cancelled or amended, will remain valid and
effective for a period of 10 years therefrom. Further details of the
Scheme can be found in the circular of the Company dated 28
March 2011.

As at the date of this report, 267,342,983 shares were available for
issue under the Scheme.

No share option of the Company was granted, vested, exercised,
cancelled or lapsed during the six months ended 30 June 2019.
As at the beginning and end of the six months ended 30 June
2019, and up to the date of this report, there was no issued and
outstanding share option of the Company under the Scheme which
has not been exercised or lapsed.

Share Option Scheme of VBill OPCO

The Company adopted a share option scheme (“VBill OPCO Share
Option Scheme”), which complies with Chapter 17 of the Listing
Rules, for VBill OPCO on 15 January 2018 which became effective
on 5 February 2018. The purpose of the VBill OPCO Share Option
Scheme is to enable VBill OPCO to grant options of equity interest
of VBill OPCO (“VBill OPCO Options”) to selected participants as
incentives or rewards for their contribution or potential contribution
to VBill OPCO and its subsidiaries (“VBill OPCO Group”). Eligible
participants of the VBill OPCO Share Option Scheme include any
directors, supervisors, general managers and other employees of
any member of VBill OPCO Group. Unless otherwise amended,
terminated or cancelled, the VBill OPCO Share Option Scheme will
be effective for a period of 5 years from the date of grant of options,
i.e. 5 February 2018. Further details of the VBill OPCO Share
Option Scheme can be found in the announcement and circular
of the Company dated 15 January 2018 and 19 January 2018
respectively.

No VBill OPCO Share Option was granted, vested, exercised,
cancelled or lapsed during the six months ended 30 June 2019.
As at the beginning and end of the six months ended 30 June
2019, and up to the date of this report, the amount of enlarged
total registered capital of VBill OPCO (“VBill OPCO Registered
Capital”) subject to all outstanding VBill OPCO Options granted
under the VBill OPCO Share Option Scheme on 5 February 2018
was RMB27,259,000. The grantees may exercise their VBill OPCO
Options within three years from the date on which the VABill
OPCO Share Option Scheme took effect (i.e. 5 February 2018)
at the subscription price of the VBill OPCO Options granted was
RMB12.51 for every RMB1.0 in the VBill OPCO Registered Capital.
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Pursuant to the amended and restated Subscription Agreement
(described in further details under the subsection “Key Investing
and Financing Activities”) dated 21 May 2019, VBill (Cayman) shall
adopt a share option scheme and grant options (“VBill (Cayman)
Options”) to 1) Mr. Shen Zheng (“Mr. Shen”), a director and the
chairman of the board of VBill OPCO and a director of certain
members of the VBill OPCO Group, 2) Mr. Li Huimin (“Mr. Li"),
the chief executive officer of VBill OPCO and the supervisor of
a member of the VBill OPCO Group, and 3) Mr. Guo Yi (“Mr.
Guo”), the senior vice president of VBill OPCO, such that upon
the full exercise of the VBill (Cayman) Options, Mr. Shen, Mr. Li
and Mr. Xue will in aggregate will hold such number of shares of
VBill (Cayman) representing approximately 10.8% of the shares of
VBill (Cayman) in issue on a fully diluted basis, upon which the
VBill Share Option Scheme will be cancelled. Further details of the
proposed cancellation of the VBill Share Option Scheme can be
found in the announcements of the Company dated 12 February
2019 and 21 May 2019 respectively and circular of the Company
dated 21 June 2019.

Share Option Scheme of Megahunt

The Company conditionally adopted a share option scheme
(“Megahunt Share Option Scheme”), which complies with Chapter
17 of the Listing Rules, for Mega Hunt Microelectronics (Beijing)
Limited (“Megahunt”), an indirect wholly-owned subsidiary of the
Company, on 4 July 2018 which became effective on 10 August
2018. The purpose of the Megahunt Share Option Scheme is to
enable Megahunt to grant options of equity interest of Megahunt
(“Megahunt Options”) to selected participants as incentives or
rewards for their contribution or potential contribution to Megahunt.
The Board of Megahunt considers that Megahunt Share Option
Scheme will provide the selected participants with the opportunity
to acquire proprietary interests in Megahunt and to encourage
them to work towards enhancing the value of equity interests in
Megahunt for the benefit of Megahunt and its shareholder(s) as a
whole.

At the special general meeting of the Company on 10 August 2018,
the grant of Megahunt Options (the “2018 Options”) to Ms. Song Jie
(“Ms. Song”), Mr. Liu Zhan-li, (“Mr. Liu”), Mr. Yang Lei (“Mr. Yang”)
and Mr. Li Li, (“Mr. Li”) (collectively, the “2018 Grantees”) was
approved by the Shareholders. Further details of the grant can be
found in the announcement and circular of the Company dated 4
July 2018 and 11 July 2018 respectively.

On 3 June 2019, the Board of Megahunt proposed to amend the
terms of the Megahunt Share Option Scheme and resolved to
conditionally grant new Megahunt Options (the “2019 Options”)
to certain specified grantees (the “2019 Grantees”) pursuant to the
terms of Megahunt Share Option Scheme (as amended). The 2018
Grantees have given their written request to the board of Megahunt
to cancel their respective 2018 Options pursuant to the terms of the
Megahunt Share Option Scheme, with effect from the date on which
the grant of the 2019 Options would become unconditional. The
proposed amendments to the Megahunt Share Option Scheme and
the grant of the 2019 Options to the 2019 Grantees were approved
by the Shareholders at the special general meeting of the Company
(“SGM”) on 27 June 2019.
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At the SGM, ordinary resolutions in relation to, among others: (i)
amendments (“Amendments”) of the terms and conditions of the
Megahunt Share Option Scheme to allow more flexibility of the
administration of Megahunt Share Option Scheme and enhance its
attractiveness as incentive and reward for the eligible participants;
and (ii) grants of the 2019 Options to the 2019 Grantees were duly
passed by the Shareholders.

Pursuant to the Amendments, eligible participants of the Megahunt
Share Option Scheme include the directors or senior management
of the Company, Megahunt or its subsidiaries. Further details of
amendments to the Megahunt Share Option Scheme can be found
in the announcement and circular of the Company dated 3 June
2019 and 6 June 2019 respectively.

The total registered capital of Megahunt (“Megahunt Registered
Capital”) which may be contributed by the grantees upon exercise
of all Megahunt Options to be granted under the Megahunt Share
Option Scheme and any other share option schemes of Megahunt
will be HK$1,500,000, being 10% of the Megahunt Registered
Capital as at the date of approval of the Megahunt Share Option
Scheme by Shareholders (“Megahunt Scheme Mandate Limit”),
unless the Company obtains a fresh approval from the Shareholders.

The maximum Megahunt Registered Capital contributed and to be
contributed upon exercise of the Megahunt Options granted to each
participant of the Megahunt Share Option Scheme (including both
exercised and outstanding Megahunt Options) in any 12-month
period shall not exceed 1% of the Megahunt Registered Capital
(“Individual Limit”), unless otherwise approved by the Shareholders
with such participant and his close associates (or his associates
if such participant is a connected person) abstaining from voting.
For options granted or to be granted to a substantial Shareholder,
an independent non-executive Director, or any of their respective
associates, the said limit is reduced to 0.1% of the Megahunt
Registered Capital. Any further grant of options in excess of such
limit is subject to Shareholders’ approval at general meeting, with
the participant concerned and all core connected persons of the
Company abstain from voting.

The exercise period of the Megahunt Options shall be determined
by the board of directors of Megahunt at the time of making the
offer of the Megahunt Options and in any event shall expire within
10 years from the relevant date of grant.

Although it is not a general requirement under the terms of
Megahunt Share Option Scheme for any minimum period for which
any Megahunt Option must be held or any performance targets
which must be achieved before any Megahunt Option granted can
be exercised, the board of directors of Megahunt has discretion on a
case-by-case basis or generally to impose such conditions, including
(i) minimum periods for which the Megahunt Option must be held;
and/or (ii) minimum performance targets that must be reached
before the Megahunt Options can be exercised in whole or in part;
and/or (iii) such other terms as may be imposed at the discretion of
the board of directors of Megahunt on the Megahunt Options where
appropriate.
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A Megahunt Option shall take effect when the grantee returns the
letter of acceptance and Megahunt receives from the grantee a total
remittance of HK$1.00 as consideration for the grant.

The subscription price payable by any grantee shall be a price to
be determined by the board of directors of Megahunt in its absolute
discretion at the time of the grant of the Megahunt Option with
reference to factors which may include the business performance,
value of Megahunt and individual performance of the grantee.

The subscription price of any Megahunt Options that would be
granted after the Company would have resolved to seek a separate
listing of Megahunt on the Stock Exchange, or an overseas stock
exchange and up to the listing date must be not lower than the new
issue price (if any). In particular, any Megahunt Options that would
have been granted during the period commencing six months
before the lodgement of Form A1 (or its equivalent for listing on the
GEM of the Stock Exchange or the overseas stock exchange) up to
the listing date would be subject to this requirement.

The grant of 2019 Options to the 2019 Grantees being Mr. Li Li, a
director, the legal representative and general manager of Megahunt
(“Mr. Li”), Mr. Liu Zhan-li, the technology director of Megahunt
(“Mr. Liu”), Mr. Xu Changjun, an executive director of the Company
(“Mr. Xu CJ"), Mr. Xu Wensheng, an executive director of the
Company (“Mr. Xu WS”), Mr. Yang Lei, the deputy general manager
of Megahunt (“Mr. Yang”), Ms. Hui Lok Yan, the group financial
controller and a joint company secretary of the Company, a director
of certain subsidiaries of the Company (“Ms. Hui”) and Ms. Song Jie,
a director and the financial controller of Megahunt (“Ms. Song”) was
approved by Shareholders at the SGM. All 2018 Options granted to
the 2018 Grantees were cancelled on the same date.

The subscription price of the 2019 Options granted was RMB11.46
for every HK$1.00 in the Megahunt Registered Capital. The
amount of enlarged Megahunt Registered Capital (“Enlarged
Megahunt Registered Capital”) subject to the 2019 Options
granted were respectively HK$1,800,000 for Mr. Li, HK$525,000
for Mr. Liu, HK$675,000 for Mr. Xu CJ, HK$750,000 for Mr. Xu
WS, HK$525,000 for Mr. Yang, HK$150,000 for Ms. Hui and
HK$75,000 for Ms. Song, representing approximately 9.23%,
2.69%, 3.46%, 3.85%, 2.69%, 0.77% and 0.38% respectively of
the Enlarged Megahunt Registered Capital.
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The particulars of outstanding and cancelled Megahunt Options
under the Megahunt Share Option Scheme as at 30 June 2019 are

as follows:

Movements in the Megahunt Options
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Amount of Enlarged Amount of Enlarged
Megahunt Megahunt
Registered Capital Registered Capital
Subscription Price subject to the subject to the
for every HK$1.0  Megahunt Options Granted Exercised Lapsed Cancelled  Megahunt Options
in the Megahunt held as at during during during during the held as at
Name Date of grant Registered Capital 1 January 2019 the period the period the period period 30 June 2019
RZB-1% RZB-h%
i L AAZTRAR
kREEER  kAEEERE KEERRE
e HROEEA BROEEA
B1L0BT KMEEER KMEEER
% EHEH HRABE ek Rk Eilatiyd HR&X Hns ek
(RMB) (HKS) (HKS)
(AR®T) (&) (&)
Directors
Ez
Xu Changjun 3 June 2019* 11.46 = 675,000 = = = 675,000
HEE “E-NERAZR
Xu Wensheng 3 June 2019* 11.46 - 750,000 - - - 750,000
BXE “E-NERAZRr
Participants with Megahunt Options granted in excess of the Individual Limit
FESLREERRERL BN LRNSRE
LiLi 4uly 2018+ 13.33 1,800,000 - - - (1,800,000) -
Fi “E-\FLARA+
3 June 2019* 11.46 - 1,800,000 - - - 1,800,000
ZE-NFRAZR*
Liu Zhan-Li 4July 2018+ 13.33 525,000 - = - (525,000) -
26 “E-\FLARA+
3 June 2019* 11.46 - 525,000 - - - 525,000
“E-NERAZRr
Yang Lei 4uly 2018* 13.33 525,000 S = - (525,000) -
& “E-\ELARA*
3 June 2019* 11.46 = 525,000 = = = 525,000
“E-NERAZR
Song Jie 4July 2018+ 13.33 150,000 - - - (150,000) -
R “E-\FLARA*
3 June 2019* 11.46 - 75,000 - - - 75,000
ZE-NFRAZR*
Employees
(in aggregate) 3 June 2019* 11.46 = 150,000 = = = 150,000
(#5) “E-NERAZRS
gt;l 3,000,000 4,500,000 = = (3,000,000) 4,500,000

*  50% and 50% of the 2019 Options granted shall be vested on the first and

*k

the second anniversary, respectively, from the date of grant. The grantees
may exercise the 2019 Options within the period commencing from the
respective vesting day and ending on the earlier of (i) the tenth anniversary
from the date of grant; or (ii) the date on which such 2019 Options cease to
be valid.

30%, 30% and 40% of the 2018 Options granted shall be vested on the first,
the second and the third anniversary, respectively, from the date of grant.
The grantees may exercise the 2018 Options within the period commencing
from the respective vesting day and ending on the earlier of (i) the eighth
anniversary from the date of grant; or (i) the date on which such 2018
Options cease to be valid.

*k
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OTHER INFORMATION

On 5 August 2019, a share subscription agreement (the “Series E
Subscription Agreement”) was entered into by (i) Cloopen Group
Holding Limited (“Cloopen”, an investment of the Company
accounted for using the equity method), and certain subsidiaries of
Cloopen, including Cloopen Limited and Anxun Guantong (Beijing)
Technology Co., Ltd. (“Anxun”), Beijing Ronglian Yitong Information
Technology Co., Ltd. (a company which Anxun exercises control
and enjoys economic benefits through contractual arrangements,
together the “Cloopen Group”); (ii) the founding shareholders and
their respective investment holding companies, namely Cloopen
Co., Ltd. and Slivo Co., Ltd.; and (iii) certain subscribers. Pursuant
to the Series E Subscription Agreement, the subscribers have
conditionally agreed to subscribe for 13,040,152 series E preferred
shares of Cloopen at the consideration of US$32 million.

The Group is not a subscriber of the series E preferred shares under
the Series E Subscription Agreement. Upon completion of the Series
E Subscription Agreement, Cloopen will have issued an aggregate
of 13,040,152 series E preferred shares, representing approximately
5.80% of the enlarged issued share capital of Cloopen, to all the
subscribers of the series E preferred shares (assuming 25,838,502
ordinary shares of Cloopen which have been reserved for issuance
to officers, directors, employees or consultants of Cloopen pursuant
to its employee share option plan (“ESOP Shares”) are allotted and
issued).

As at 30 June 2019 and immediately before completion of the Series
E Subscription Agreement, the Group is interested in approximately
26.27% equity interest in Cloopen (assuming all the ESOP Shares
are allotted and issued). Completion of the Series E Subscription
Agreement will take place no later than 10 business days after all
conditions precedent specified thereunder are satisfied or waived.
Upon completion of the Series E Subscription Agreement, the
Group’s equity interests in Cloopen will be approximately 24.75%
(assuming all the ESOP Shares are allotted and issued).

Immediately after completion of the Series E Subscription
Agreement, the Cloopen Group will remain to be an investment
of the Company accounted for using the equity method. The
Series E Subscription Agreement does not constitute a notifiable or
connected transaction for the Company under the Listing Rules.

SUBSEQUENT EVENT

Saved as disclosed in this report, there was no other material
subsequent event.
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PENSION SCHEME

The subsidiaries incorporated and operating in Hong Kong
participate in a defined contribution retirement scheme in
accordance with the Hong Kong Mandatory Provident Fund
Ordinance (Cap. 485), under which employers and employees
are each required to make regular mandatory contributions
calculated at 5% of the Employees’ relevant income (“Mandatory
Contributions”) to the scheme, subject to the minimum and
maximum relevant income levels as prescribed by law. Employees
may also make voluntary contributions additional to Mandatory
Contributions.

Any Mandatory Contributions paid for and in respect of an
employee are fully and immediately vested in the employee once
paid to the trustee of the scheme and any investment return derived
from the investment of the Mandatory Contributions is also fully and
immediately vested in the employee. The employees are entitled to
all of the accrued benefits derived from the employer’s Mandatory
Contributions upon retirement at the age of 65 years old, death or
total incapacity, subject to other applicable provisions of law.

In addition, pursuant to the government regulations in the People’s
Republic of China (the “PRC”), the Group is required to contribute to
certain retirement benefit schemes in favour of the employees in the
PRC an amount equal to approximately 7% to 20% of their yearly
wages. The local municipal government undertakes to assume the
retirement benefits obligations of those workers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Directors confirmed
that the Company has maintained the public float as required under
the Listing Rules throughout the six months ended 30 June 2019.
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Additional Information
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Interim Condensed Consolidated Income Statement

A AR S W i R

For the period ended 30 June 2019 #HZ_—ZT—hFXA="1H LHH

Unaudited
RIBERZ
Six months ended 30 June

BEAA=THILEAEA

2019 2018
—EB-hF —E-N\F
Notes HK$’000 HK$'000
B 5 FExT FHET
Revenue A 6 3,005,796 1,945,075
Cost of sales BHE AR 8 (2,262,078) (1,447,783)
Gross profit EF 743,718 497,292
Other income EAbug A 6 30,808 19,078
Other gains, net HAth Wz 558 6 5,575 17,897
Selling expenses HEMX 8 (37,219) (48,381)
Administrative expenses THRE A 8 (354,025) (258,778)
Employees’ incentive programme of —EEARZ
a subsidiary =R ] 26 (7,896) (195,300)
Credit impairment loss EERERE 8 (20,588) (3,101)
Operating profit gl 360,373 28,707
Finance costs A& K AR (1,434) 31)
Share of results of investments accounted  JfE{& LAREZS A AR 2
for using the equity method REFRE 27 111,058 83,543
Profit before income tax BRATS B AEF 469,997 112,219
Income tax expense TSR XX 11 (69,726) (42,376)
Profit for the period AR F 400,271 69,843
Profit attributable to: FEAL SRR
— Owners of the Company e VNCIEZ S DN 329,586 67,544
— Non-controlling interests —JEVE IR R 70,685 2,299
400,271 69,843
HK$ per share ~ HKS$ per share
BRBET BRETT
Earnings per share for profit attributable to 7~ B # A A FE{h
the owners of the Company: B ZEREF
Basic BN 13 0.12 0.02
Diluted s 13 0.11 0.02

The notes on pages 53 to 100 form an integral part of this interim

condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Comprehensive Income

REI AR S 2 H W R

For the period ended 30 June 2019 HEZ=ZT—

NERA=+H I8

Unaudited

REER

Six months ended 30 June

BEAA=THILAEA

2019 2018
—E-hF —T-N\F
HK$’000 HK$'000
FTHET TET
Profit for the period BRI 400,271 69,843
Other comprehensive (loss)/income, He2m (FHR) W
net of tax (BRHIE)
Items that may be subsequently reclassified to E 18RI geEF N IEET B ZIEH
profit or loss
Exchange differences arising on G N A R B B Rk
translation of the financial statements of EEZERERE
foreign subsidiaries (6,578) 21,764
Share of other comprehensive (loss)/income {5 AREZRIEARR 2 —18
of an investment accounted BEZHMEE (BER) W
for using the equity method (734 15,967
Items that will not be subsequently Hg T esmoBsBn Al
reclassified to profit or loss
Change in value of a financial asset BAFEFAHMEEERZ
at fair value through other TRHEEEEED
comprehensive income (344) 89
Share of other comprehensive loss of RIEAEREARZ —AREZ
an investment accounted for using Hit2EERE
the equity method (508) (1,266)
Total comprehensive income for the period, HRZEKFALEE (HBRHE)
net of tax 392,107 106,397
Attributable to: e
— Owners of the Company S VNCIEZ ZS DN 322,888 102,144
— Non-controlling interests — IR MR RE R 69,219 4,253
392,107 106,397
The notes on pages 53 to 100 form an integral part of this interim 5351008 2 M sE /5t R EARS B4R & BI IS B Rt H ek

condensed consolidated financial information.
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HI SUN TECHNOLOGY (CHINA) LIMITED - INTERIM REPORT 2019 *'****.** *' *************** @--
Interim Condensed Consolidated Balance Sheet
hHS AR EERER
At 30 June 2019 RZ=T—NFA=+H
Unaudited Audited
REZ KEZ
At At
30 June 31 December
2019 2018
R=ZZB-hE RZZ-N\HF
ANA=t+H +=ZA=+—H
Notes HK$/000 FiKs/000
Fff 5 FET BT
ASSETS BE
Non-current assets FRBEE
Investment properties KEYE 14 1,477 1,575
Property, plant and equipment ME B MR E 15 595,230 715,193
Right-of-use assets EREEE 16 58,386 =
Leasehold land HELH 17 29,990 30,490
Intangible assets mILEE 18 1,826 1,884
Investments accounted for using the LA RIEARCIRE
equity method 27 2,026,439 1,931,188
Financial asset at fair value through BT EFAEM
other comprehensive income PHERR ERMEE 19 556 895
Other financial assets at amortised cost REHEX AT EZ
Hih e ®EE 4,009 12,807
Loan receivables FEURE 7K 21 11 479
Financial assets at fair value through BRATFEFABRZ
profit or loss TREE 20 275,787 271,741
Total non-current assets ERBEEHRE 2,993,711 2,966,252
Current assets REBEE
Inventories FE 131,280 162,275
Other current assets HE RN EE 75,807 68,988
Other financial assets at amortised cost REBEX AT EZ
HEMemeEE 105,910 49,830
Amounts due from investments accounted ~ JEUUAREZ EAIR Z
for using the equity method ®EZ IR 30 17,195 15,116
Loan receivables W E R 21 308,554 535,816
Trade and bills receivables IR R & e = 22 251,628 149,178
Financial asset at fair value through BAFHEFABRRZ
profit or loss TRLE E 20 1,351 2,004
Short-term bank deposits RAERITER 23 1,446 1,583
Cash and cash equivalents Re kRS EEY 23 3,448,407 2,681,475
Total current assets REBEEHAE 4,341,578 3,666,265
Total assets EEHAE 7,335,289 6,632,517
EQUITY =
Capital and reserves attributable to the RAREE AERL
owners of the Company RA R #
Share capital f& A< 26 6,942 6,942
Reserves 1 4,702,055 4,371,271
4,708,997 4,378,213
Non-controlling interests FEFE R = 262,281 193,062
Total equity B 4,971,278 4,571,275
The notes on pages 53 to 100 form an integral part of this interim 2553521008 2 M sE Tyt R EARS AR4R & I IS B Rt b
condensed consolidated financial information. Bh5y e
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Interim Condensed Consolidated Balance Sheet (Continued)

FHIEGEEEEER @

At 30 June 2019 R-ZT—HEA=+H

Unaudited Audited
RISEZ &

30 June 31 December
AA=+H +ZHA=+—H

2019 2018
—E-NF —E—N\F
Notes HK$000 HK$’000
M5 FET FET
LIABILITIES =K
Non-current liabilities kRBEE
Deferred income tax liabilities BEMSHAasE 97 109
Lease liabilities HEAE 16 34,153 =
Other payables H A &~ ;I8 25 - 983
Total non-current liabilities __?'F_Ziﬁ,_i? _ﬁ_f_é_,%%?ﬁ_ _______________________ 34250 1,092
Current liabilities REBEE
Trade and bills payables P AR I B R4 24 365,729 251,043
Payables for payment processing solutions X2 {432 5 R IRfif IR 5 52
business ES ) ANE/ S 25 600,857 266,710
Other payables and accruals HEbEMFUBNERFIAE 25 1,231,864 1,375,891
Amounts due to investments accounted for JEfT AREZEAIR Z
using the equity method REZ IR 30 26,109 114,190
Current tax liabilities EHBIBAE 80,700 42,069
Lease liabilities HEBE 16 24,502 -
Borrowing B 28 - 10,247
Total current liabilities REBAERE 2,329,761 2,060,150
Total liabilities EEHAE 2,364,011 2,061,242
Total equity and liabilities EEkEEHEE 7,335,289 6,632,517
On behalf of the Board REEFE
Xu Wensheng Li Wenjin
B E =B
Director Director
EZ EZ

The notes on pages 53 to 100 form an integral part of this interim 5351008 2 M sE /5t R EARS B4R & BI IS B Rt H ek

condensed consolidated financial information. e
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Interim Condensed Consolidated Statement of Changes in Equity

RS BAGS ER S BR

For the period ended 30 June 2019 #HZ_—ZT—hFXA="1H LHH

Unaudited
REEX
Attributable to the owners of the Company
FRAREEEAES
Non-
Share Share  Contributed Other  Exchange  Retained ~controlling Total
capital  premium surplus reserves reserve  earnings interests equity
BE  ROEE BHBR HtRE SERE REEN FRRER Eh
HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
TEx TER TER TER TEx TER TER TEx
Balance at 31 December 2018 RZB-N\F+ZA=t+-Bz
wer 6,942 1,063,153 168,434 647,029 6,312 2,486,343 193,062 4,571,275
Comprehensive income 2EYE
Profit for the period HRRF - - S = - 329,586 70,685 400,271
Other comprehensive loss Hit2EBE
Exchange differences arising on translation 2 H BN E R A B %
of the financial statements of foreign EEZERER
subsidiaries - - - - (5,112) - (1,466) (6,578)
Change in value of a financial asset at fair & AF{E:H AL {02 H K
value through other comprehensive income 7 ¢ Bl& & 2 (BEZE) - - - (344) - - - (344)
Share of other comprehensive loss of AR EREARZ
an investment accounted for using the REZEMEARE
equity method (Note 27) (Wiit27) - - - (508) (734) - - (1,242)
Total comprehensive (loss)/income 2 (FR) hEB8gE = - - (852) (5,846) 329,586 69,219 392,107
Employees’ incentive programme of a —FME AR 2 €8 R &
subsidiary (Note 26) (hiétze) - = = 7,896 = = = 7,896
Balance at 30 June 2019 RZB-hAEXA=1+AHZ
g 6942 1,063,153 168434 654,073 466 2815929 262281 4,971,278

The notes on pages 53 to 100 form an integral part of this interim

condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Changes in Equity (Continued)

FHISPAGESESEH R @

For the period ended 30 June 2019 #HZ_—ZT—NFXA=+H LHH

Unaudited
Attributable to the owners of the Company
ARAESFA RS
Non-
Share Share  Contributed Other  Exchange  Retained  controlling Total
capital  premium surplus reserves reserve eamnings interests equity

BA - BEEE  E&Es  HoEE  NERE  RERN HERES ast
HK$'000  HK$'000  HK$'000 ~ HK$'000 ~ HK$'000 ~ HK$'000  HK$'000  HK$'000
Téxr  TEx  TEx  TEr  TEx  TET  TET TR

Balance at 1 January 2018 RZB-N\F-A-Hz&&H 6,942 1,063,153 168,434 500,891 111,754 2,208,168 104,203 4,163,545
Comprehensive income 2EKE
Profit for the period Hg A - - - - - 67,544 2,299 69,843
Other comprehensive income/(loss) Hit2EWUE/ (F8)
Exchange differences arising on translation  #E &SN & 2 7B 1 H &

of the financial statements of foreign EEZERER

subsidiaries - - - - 19,810 - 1,954 21,764
Change in value of a financial asset at fair ~ FEAFET AR ZEKRE

value through other comprehensive income 7 &R EE 2 BES - - - 89 - - = 89

Share of other comprehensive (loss)/income  JE{f A B Z)E A8 2
of an investment accounted for using the & 7 £t 2E (&518) /

equity method (Note 27) Wiz (Hst27) = = = (1,266) 15,967 = = 14,701
Total comprehensive (loss)/income 20 (BE)/kE8E - - - (1,177) 35,777 67,544 4253 106,397
Employees’ incentive programme of NI PA L S |

a subsidiary = = - 156318 = = 38,982 195300
Balance at 30 June 2018 R-B-N\EXRB=1+AHZ

Esio) 6,942 1,063,153 168434 656,032 147531 2275712 147438 4,465,242

The notes on pages 53 to 100 form an integral part of this interim 5321008 2 Mzt Tyt BARGERAR & BT 5 B R H b
condensed consolidated financial information. e
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Interim Condensed Consolidated Cash Flow Statement

FHBRARESEESRER

For the period ended 30 June 2019 #HZ_—ZT—hFXA="1H LHH

Unaudited
RBHFEX
Six months ended 30 June

HEAA=THILAMEA

2019 2018
—E-hF —E-N\F
HK$'000 HK$’000
FTET FHT
Cash flows from operating activities REXBRERE
Cash generated from operations KREMFEHRE 944,888 182,832
Interest paid ERFE (1,434) 31)
Income tax paid BEXTPEH (30,378) (43,322)
Net cash generated from operating activities  ERMMFANZER 2 O ki)
Cash flows from investing activities RETBZRERE
Purchases of property, plant and equipment BB Y% - BE k& (144,631) (179,687)
Purchases of intangible assets BEBRTVEE - (133)
Proceeds from disposals of property, HEWE  WEREREME
plant and equipment I 141 27
Purchase of a financial asset at fair value BE-ERATETA
through profit or loss BRsemEE - (39,000)
Dividend income from an associated company B —EH& QA 7] 2
& B A 14,560 14,560
Interest received B U F B 19,339 8,639
Proceeds from distribution from a financial SIE—ERATEFABRZ
asset at fair value through profit or loss TREEMSHIA 2,006 =
Dedca I edinynye tngle Ui NN BREDFRROBM  __(108585) __ (195594)
Cash flows from financing activities RETHZRERE
Repayment of bank borrowing BRIFITER (10,415) (9,888)
Principal elements of lease payments HENKZz RSB (13,448) -
Decrease in short-term bank deposits RHRITEIOR D 138 13,156
Net cash (used in)/generated from MEED (FTA) i
GnanCing a cliviticS I RERE W73 208
Net increase/(decrease) in cash and BEeRBEBEEEYZ
_Gwhequivalents i RL)RE 780,766 ______(52,847)
Cash and cash equivalents HzHekBeEED
at beginning of the period 2,681,475 2,541,482
Exchange (loss)/gain on cash and cash RekBReEEBYMZ
equivalents X (E518), s (13,834) 42,630
Cash and cash equivalents at the end of MEZHEERREZEY
the period 3,448,407 2,531,265

The notes on pages 53 to 100 form an integral part of this interim  Z853Z= 1008 2 aETy1th i AR AR AR & BA TS B R H b

AN
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Notes to Interim Condensed Consolidated Financial Information

GENERAL INFORMATION

The principal activity of Hi Sun Technology (China) Limited (the
“Company”) is investment holdings.

The Company and its subsidiaries (collectively referred to as the
“Group”), are principally engaged in the provision of payment
processing solutions, sales of information security chips and
solutions, provision of platform operation solutions, provision
of financial solutions and sales of electronic power meters and
solutions.

The Company is a limited liability company incorporated in
Bermuda. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

The Company is listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

This interim condensed consolidated financial information is
presented in thousands of Hong Kong dollar (HK$'000), unless
otherwise stated.

This interim condensed consolidated financial information was
approved for issue on 12 August 2019.

This interim condensed consolidated financial information has
not been audited.

BASIS OF PREPARATION

This interim condensed consolidated financial information
for the six months ended 30 June 2019 has been prepared in
accordance with Hong Kong Accounting Standard (“HKAS”)
34 ‘Interim financial reporting” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). This
interim condensed consolidated financial information does
not include all the notes of the type normally included in
annual consolidated financial statements. Accordingly, this
interim condensed consolidated financial information should
be read in conjunction with the annual consolidated financial
statements for the year ended 31 December 2018, which
have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”).
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Notes to Interim Condensed Consolidated Financial Information

 HA S B 4R & B B B R B

ACCOUNTING POLICIES

The accounting policies applied are consistent with those of
the annual consolidated financial statements for the year ended
31 December 2018, as described in those annual consolidated
financial statements, except for the estimation of income tax
and the adoption of new and amended standard as set out
below. Taxes on income in the interim periods are accrued
using the tax rate that would be applicable to expected total
annual earnings.

3.1 New and amended standard adopted by the Group
A number of new or amended standard became applicable
for the current reporting period, and the Group had
changed its accounting policy and make retrospective
adjustments as a result of adopting HKFRS 16 Leases
(“HKFRS 16”).

The impact of the adoption of the leasing standard and
the new accounting policy are disclosed below. The other
standards did not have material impact on the Group's
accounting policies and did not require any adjustments.

The below explains the impact of adoption of HKFRS 16
on the Group's interim condensed consolidated financial
information and also discloses the new accounting policy
that has been applied from 1 January 2019.

(i) Accounting policy applied from 1 January 2019

From 1 January 2019, leases are recognised as a
right-of-use asset (including leasehold land which
are presented as a separate line item in the interim
condensed consolidated balance sheet) and a
corresponding liability at the date at which the
leased asset is available for use by the Group. Each
lease payment is allocated between the liability and
finance cost. The finance cost is charged to the interim
condensed consolidated income statement over the
lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for
each period. The right-of-use asset is depreciated over
the shorter of the asset’s useful life and the lease term
on a straight-line basis.
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Notes to Interim Condensed Consolidated Financial Information

B A AR S B A5 B R B

3 ACCOUNTING POLICIES (Continued)

3.1 New and amended standard adopted by the Group
(Continued)
(i) Accounting policy applied from 1 January 2019

(i)

(Continued)

HKFRS 16 Leases

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the fixed lease
payments. The lease payments are discounted using
the interest rate implicit in the lease, if that rate can
be determined, or the Group’s incremental borrowing
rate.

Right-of-use assets are measured at cost comprising
the amount of the initial measurement of lease liability
and any initial direct cost.

Payments associated with short-term leases are
recognised on a straight-line basis as an expense in
interim condensed consolidated income statement.
Short-term leases are leases with a lease term of 12
months or less.

Impact of adoption

The Group has adopted HKFRS 16 retrospectively
from 1 January 2019, but has not restated
comparatives for the 2018 reporting period, as
permitted under the specific transitional provision in
the standard. The adjustments arising from the new
leasing rules are therefore recognised in the opening
interim condensed consolidated balance sheet on 1
January 2019.
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Notes to Interim Condensed Consolidated Financial Information

 HA S B 4R & B B B R B

3 ACCOUNTING POLICIES (Continued)

3.1 New and amended standard adopted by the Group
(Continued)
(i) Impact of adoption (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 Leases (“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 (date of initial application of HKFRS 16). The
weighted average lessee’s incremental borrowing rate
applied to the lease liabilities on 1 January 2019 was
4.68%.

In applying HKFRS 16 for the first time, the Group has
used a single discount rate to a portfolio of leases with
reasonably similar characteristics, which is a practical
expedient permitted by the standard.

The reconciliation between the operating lease
commitments as disclosed by applying HKAS 17 as at
31 December 2018 and the lease liabilities recognised
in the opening of the interim condensed consolidated
balance sheet as at 1 January 2019 (date of initial

3

B BOR (@)
3.1 AEERM 2 HET RAEEITER (4)

(i) R L ()

RERRE B S ER B 16578 - K
SEEEAREE BT ERE175]
HE ([FEEENFE 7R RA
DHERIREHEINHERAEESR
B URSBEERENREFBZER
B AFRAEAEABREZ_F—NF—H
—R (NP EAEBUEREEAE6
Sz BH) B BN RN - R
F-hE—-A-HBEAREE RGN
THA DO 2918 8 5 5N K /54.68% ©

REREREEYEREERIF165
e AEEHEARERURNEER
HAERE—RIRE W ERIAR
FTRYRITTREE TR

RZFE-N\F+-—A=t—REBER
BRETERE 1 7R RE K EHE
AEER_E-NF—A—H (NFE
REEMBHREERE 16582 A E
T EmR S BERERER ZHE

application of HKFRS 16) is as follows: EEBZRAMEERNAT:
Unaudited
REEIZ
HK$'000
FET
Operating lease commitments disclosed as R ZZE—\F+ A =+—AEEH
at 31 December 2018 RERERIE 69,614
Discounted using the lessee’s incremental £ F#]F & F B HiA&HE A 0035 2 &5
borrowing rate at the date of initial M EBLIR
application 58,393
Less: short-term leases recognised on a B REREERRAXNEHEE
straight-line basis as expense (716)
Lease liability recognised as at RZZ—NF—H—-BERN
1 January 2019 HEaE 57,677
Of which are: Hep:
— Current lease liabilities —-REHEEaE 25,282
— Non-current lease liabilities —JERBEEARE 32,395
57,677
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3 ACCOUNTING POLICIES (Continued) 3 SFEE®)

3.1 New and amended standard adopted by the Group

(Continued)

(i) Impact of adoption (Continued)
The associated right-of-use assets were measured at
the amount equal to the lease liabilities, adjusted by
the amount of any prepaid or accrued lease payments
relating to that lease recognised as at 1 January 2019.
There were no onerous lease contracts that would
have required an adjustment to the right-of-use assets
at the date of initial application.

The change in accounting policy increased both right-
of-use assets and lease liabilities by HK$57,677,000
in the opening of the interim condensed consolidated
balance sheet on 1 January 2019. The recognised
right-of-use assets of HK$57,677,000 are related to
leasehold land and office premises.

3.2 Impact of standards issued but not yet applied by

the Group

Certain new accounting standards and interpretations have
been published that are not mandatory for this reporting
period and have not been early adopted by the Group.
These standards are not expected to have a material impact
on the Group in the current or future reporting periods and
on foreseeable future transactions.

ESTIMATES

The preparation of interim condensed consolidated financial
information requires the management to make judgements,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and
liabilities, income and expenses. Actual results may differ from
these estimates.

In preparing this interim condensed consolidated financial
information, 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 the consolidated financial statements for
the year ended 31 December 2018.

3.1 AEMERMRZHET REETER (8)

(i) Ry ()
HREAREEREENEERENS
BitE WpER-_T—hdF—F—H

R ZAER B TE e

H R B REEITHAE -RYIFPERA
B WEBEUHESNTZH AR
BEHEITHE

SHBREHER T —LF—F—H
T IR A EERERFR &
Fi#EEERBEESEHEIN57,677,000
BT EHE L R A EMERBN
B R & EE57,677,00078 T °

3.2 CHEMEAEEEREANERN 2R

HTHFISFERRBRED B R AR
5 HARR] iR AR SR A TR AN SR MR R 5%
W TR FERIN AR E R SR KRS
HAfE] \%;TZISE@&T?EEE’J%XX%FE
BAYE

fiskt

REPHBRGEVBENEREEEFELH

B st RBR FESHBRZERANREE

kB WARAXZRESR - BERERT 6
HZFHET AR

KRBT IR AR & TS B R - BB E
RAEBE &R MR T EE 2 X 2RRE

EH 2 EXAE  BERBE—ZT—/\F+_H

=t RAUEFEZHFEAMEHRREMRR -
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5 FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS

5.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit
risk and liquidity risk.

The interim condensed consolidated financial information
does not include all financial risk management information
and disclosures required in the annual consolidated
financial statements, and should be read in conjunction
with the Group’s annual consolidated financial statements
for the year ended 31 December 2018.

As a result of adoption of HKFRS 16, the Group recognised
lease liabilities of HK$57,677,000 as at 1 January 2019
and HK$58,655,000 as at 30 June 2019. The table below
analyses the Group’s lease liabilities into relevant maturity
grouping based on the remaining period at the balance
sheet date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted
cash flows.

5

PHRBEEEREMITA

5.1 B EBEE

REEZEHEE SBM KRR : TI5RER
(RIEINERR A TENERR ReRE
NEEBLERRR) FERRETDHE
SRS -

THERGREVBENLTBRFRESZS
FBBRREZMEMERRERERK
B AREAEEHE—T-/\F1+_-A
=+ —BIFEFEEE M EERER — 6

2

=

HREME A SR EERE 1658 RNEE
R-E—NF—A—BRR-_ZT—hFXA
= +H5REREE&ES7,677,0008 T &
58,655,000/ 7T ° N RIBIE A H B or T HIR
ZEHNEE  BAEEHESEZREHED
HRBERETAN RANBEBENSEAER
REBBERE-

Unaudited
RGEX
At 30 June At 1 January
2019 2019
RZZE—NEFE RIZE-NF
ANA=1+H —H—H
HK$'000 HK$'000
THET FET
Less than 1 year DE 32,229 33,518
Between 1 and 5 years 1&E5%F 38,025 36,096
Total @t 70,254 69,614

There have been no significant changes in the risk
management policies since 31 December 2018.

BE-Z—-N\E+-A=+—0# K&EEE
BEERR EEANEE) -
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5 FINANCIAL RISK MANAGEMENT AND 5
FINANCIAL INSTRUMENTS (Continued)

5.2 Fair value estimation
The table below analyses the Group's financial instruments
carried at fair value as at 30 June 2019 and 31 December
2018 by level of the inputs to valuation techniques used to
measure fair values. Such inputs are categorised into three
levels within a fair value hierarchy as follows:

e Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

e Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

e Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

The following table presents the Group’s financial assets
that were measured at fair values at 30 June 2019.

BREREEREMIA (5)

5.2 AFEME

TNREATHER 2P A 2 R E R A
ABIBHER DM AEER T —HFR
A=+tBRRZZE-N\F+A=+—HER
FEARZERITE - AEBABIRIIZT
XA A RE AR T ERBERNN=EE
A

[ ]
=

AREEXAEFRTISRE CRE
HE) (B4 -

P
r@

ERFMZBEIN BEXAE
ZT&E%E%& (BIER) sk (ANRA
BRE)BAER () -

o WIFRBEFEBSRMSERMEECEE
FREZHWAER (TABRZEA
BH) (B=4) -

TREFAEER-_F-NFRA=THR
NHERBZEREE-

Unaudited
RICER
Level 1 Level 2 Level 3 Total
E—& EZR FE=H Fob
HK$'000 HK$'000 HK$’000 HK$'000
TER TER TER TERT
Financial assets CHEE
Financial asset at fair BAFEG AELM
value through other FPHKECCREE
comprehensive income
— Unlisted equity security — 3 ETRANE 5 - = 556 556
Financial assets at fair value BATEFABREZ
through profit or loss TREE
— Unlisted investment fund —ELMRERS = s 124,714 124,714
— Unlisted convertible —JE LAk
preference shares Bk s = 151,073 151,073
— Listed trading securities - tMEE®ES 1,351 = = 1,351
Total CHI 1,351 = 276,343 277,694




HI SUN TECHNOLOGY (CHINA) LIMITED — INTERIM REPORT 2019

Notes to Interim Condensed Consolidated Financial Information

 HA S B 4R & B B B R B

5 FINANCIAL RISK MANAGEMENT AND 5 H¥KEREERSEIA (&)
FINANCIAL INSTRUMENTS (Continued)
5.2 Fair value estimation (Continued) 5.2 DFEMEE (8)
The following table presents the Group's financial assets TRENAEER_Z-N\F+_A=+—
that were measured at fair values at 31 December 2018. AR AT EFECZSRERE-
Audited
KEZ
Level 1 Level 2 Level 3 Total
FE—& Fk F=; mEt
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET TET THET
Financial assets TREE
Financial asset at fair BAFEFAEMEZE
value through other BZEMEE
comprehensive income
— Unlisted equity security — L IRAE S - - 895 895
Financial assets at fair value BATEFABRELZ
through profit or loss EREE
— Unlisted investment fund —FITREES - - 129,869 129,869
— Unlisted convertible —JE L mATRR
preference shares Bk = = 141,872 141,872
— Listed trading securities —ItTEEES 2,004 = = 2,004
Total CE 2,004 - 272,636 274,640

There were no significant transfers of financial assets

between the fair value hierarchy classifications during the

period (six months ended 30 June 2018: same).

5.3 Financial instruments in Level 1

The fair value of financial instruments traded in active
markets (such as publicly traded derivatives, and trading
and available-for sale securities) is based on quoted

(unadjusted) market prices at the balance sheet date. The
quoted market price used for financial assets held by
the Group is the current bid price. These instruments are

included in level 1.

5.3

RAHRE A HEER D BRAEE KSR
BEESR (BT /\FRA=ZTALX
BA:H8R) -

F-Rze@MIA
EEBRMSEEZERIA(AINARE
EMETAREBERAIBHEERS) AT
B RELEBZTSRE (REAB)F
B AEEMFeMEEZTISREAER
BAB-ZETEFAFE e
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5 FINANCIAL RISK MANAGEMENT
FINANCIAL INSTRUMENTS (Continued)

5.4 Fair value measurements using significant
unobservable inputs (Level 3)
The following table presents the changes in level 3

AND 5

financial instruments for the six months ended 30 June

MBEREEREMI A (#)

54 AAEARFTAEHERABBFEZATE

(B=8)

TRENFE=ZFERIARHKZ_Z—NF

ANA=tTHIEXERZEE):

2019:
Unaudited
REER
Financial asset
at fair value
through other
Financial assets at fair value ~ comprehensive
through profit or loss income
BAFERA
BAFEFAREZ Hip2EKE 2
- unlisted
convertible - unlisted - unlisted
preference investment equity
shares fund security Total
-¥Ltm
E:3 -¥tm -ktm
BER REES R % 5 @t
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER
Balance at 1 January 2019 RZE-h&E—-H—H
ik 141,872 129,869 895 272,636
Fair value loss on revaluation REM2E KRR
recognised in other ERRTHESE
comprehensive income - - (344) (344)
Fair value gain/(loss) on revaluation ~ REZBER ZBMEAT
recognised in profit or loss EWE/ (B1E) 9,201 (3,090) = 6,111
Distribution D - (2,006) - (2,006)
Exchange realignment AR = (59) 5 (54)
As at 30 June 2019 R=B-N%
ABA=tH 151,073 124,714 556 276,343
Unrealised gain/(loss) recognised RS A W R
in the interim condensed BRI EE RS
consolidated income statement FEfh 2 R E B/
attributable to balances at the (B#7)
balance sheet date 9,201 (3,090) = 6,111
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FINANCIAL RISK MANAGEMENT

FINANCIAL INSTRUMENTS (Continued)

5.4 Fair value measurements using significant

AND 5

BREREEREMIA (5)

54 MAERTITBRBARBTEZAFE

unobservable inputs (Level 3) (Continued) (B=R) (&)
The following table presents the changes in level 3 TRENE=ATARHEE—"ZT—\FXA
instruments for the six months ended 30 June 2018: =+ HUENERZEE:
Unaudited
Financial asset
at fair value
through other
Financial assets at fair value comprehensive
through profit or loss income
BRFEA
BATEFABSEL HEth a2 mas
- unlisted
convertible - unlisted — unlisted
preference investment equity
shares fund security Total
—J LM
AR —J LM —JLm
BER RERS BRAE R st
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET THET
Balance at 1 January 2018 R-ZE-NE-H—-H
A 93,485 162,849 15,536 271,870
Addition NE 39,000 - - 39,000
Fair value gain on revaluation REMEEREER
recognised in other ERATERR
comprehensive income - - 89 89
Fair value gain on revaluation RERER 2 &M
recognised in profit or loss ~FENE 8,659 9,125 = 17,784
Exchange realignment B 5 AR - 3,006 295 3,301
As at 30 June 2018 R-B-N\%F
AA=+AH 141,144 174,980 15,920 332,044
Unrealised gain recognised in the A HIE AL A KEE
interim condensed consolidated BRZRNEE R &R
income statement attributable to [Elh 2 REBR W
balances at the balance sheet date 8,659 9,125 = 17,784
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5 FINANCIAL RISK MANAGEMENT AND 5 BI¥EMEERSRITE (%)
FINANCIAL INSTRUMENTS (Continued)

54 FMAERTITBRGAMBTEZAFE

5.4 Fair value measurements using significant

unobservable inputs (Level 3) (Continued)
Specific valuation techniques used to value level
3 financial instruments include techniques such as
discounted cash flow analysis and net asset value model.
There are no changes in valuation techniques during the
period (six months ended 30 June 2018: same).

During the six months ended 30 June 2019, there were no
reclassification of financial assets (six months ended 30
June 2018: same).

The Group’s finance department includes a team that
performs the valuations of financial assets required for
financial reporting purposes, including level 3 fair values.
As part of the valuation process, this team reports directly
to the Group financial controller and external valuers will
be engaged, if necessary.

In applying the discounted cash flow technique,
management has taken into account the estimated amount
that the Group would receive to sell the instrument
at the balance sheet date, taking into account current
interest rates and the current credit worthiness of the
counterparties. Where discounted cash flow techniques
are used, estimated future cash flows are based on the
management’s best estimates and the discount rate is a
market related rate for a similar instrument at the balance
sheet date.

(B=8) (&)
HE=REHTAMERRZHEHERM
BREMRRASRENN REEFEEAFRK
o IOAHAR - MERMTEZE) (BE-F
—N\FRA=THIEARMEA : /8R) -

RBE-Z-NFRA=TRIERER £
BEESEESN OB (BE_Z—\FXA
=t+HIEREA H8E)

AEEMEHEE—EARMBREMF R
BEME (BEE=RARQTE) ZEK - 1M
BEiBRET ZEFERAANEEN EEEE
XN EFERERIEIMLEER -

REMBRE S RERME EEECF R
AEEREE A HEEEHE TARRNME S
U ERBREMNENEFITEANEE-
fi e AREIRIR EIMERM - BETARKIRE R
ENERERBN&ER REAXRAR
RERABROTARBHOMISHN K-
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5 FINANCIAL RISK MANAGEMENT

AND

FINANCIAL INSTRUMENTS (Continued)

5.4 Fair value measurements using significant

unobservable inputs (Level 3) (Continued)

Quantitative information about fair value measurements

using significant unobservable inputs (Level 3):

(a)

(b)

Financial asset at fair value through profit or loss

— unlisted investment fund

The key unobservable assumption used in the
valuation of unlisted investment fund is:

At At
30 June 31 December
Valuation technique Unobservable inputs 2019 2018
Net asset value N/A N/A N/A
(Note i)
Note:

()  The Group has determined that the audited net asset value
approximates fair value of the unlisted investment fund after
applying a portfolio discount 10% (31 December 2018:
10%).

Financial asset at fair value through profit or loss

— unlisted convertible preference shares

The key unobservable assumptions used in the
valuation of unlisted convertible preference shares are:

At At

Valuation 30 June 31 December

technique Unobservable inputs 2019 2018

Discounted cash ~ Pre-tax discount rate 21.3% 23.0%

flow analysis ~ Compound annual 36.7% 36.2%
growth rate

Terminal growth rate 0.0% 0.0%

As at 30 June 2019, the pre-tax discount rate used to
compute the fair value is 21.3% (31 December 2018:
23.0%). If the discount rate shifted upward by 1%, the
impact on interim condensed consolidated income
statement would be HK$3,272,000 (31 December
2018: HK$960,000) lower. The higher the pre-tax
discount rate, the lower the fair value.

5

BREREEREMIA (5)

54 MAERTITBRBARBTEZAFE
(B=8) (&)
NABEATEERBAARBAEATECE
EERIT (B=R) :

(a)

(b)

WA TEHABRZ S HEE
~HLTRERES

I ETRARS Y GERRALEE
TABREBR

B Z2-N\&

FUBE “Z-hE  +ZA

EEEN  @AHE AA=tHA =t-8H

BEFE TEA TEA  TEA
(Hiszi)
Kt -

() AEEETEERREESTHEIO. (=
T-N\F+ZA=+—H:10%)%& &F
REEFERE FTIREESNATER
% °

R TFEGA BB B E

—FF_F T AT AR B SR

TEE E T AT ARE Se iR 2 (I EHR A2

FENAEREARE:

B Z2-N\&

TABE —E-hE +=AR

ERN  @ARE ~A=tR =1-H
BRRE  BARHREX 21.3% 23.0%
MENT EEFERE 36.7% 36.2%
HInERE 0.0% 0.0%

R-ZBE—AFEXA=18 BETEA
FEZBRABIEERE213% (ZZE—N
F+-A=+—H:23.0%) ° H8hIR =R
M) 1% S AR SR 2 ¥
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5 FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (Continued)

5.5 Fair value of financial assets and liabilities measured
at amortised cost
The fair values of the following financial assets and
liabilities approximate their carrying values:

e Other financial assets at amortised cost

*  Amounts due from investments accounted for using
the equity method

e Loan receivables

e Trade and bills receivables

e Short-term bank deposits

e Cash and cash equivalents

e Trade and bills payables

e Payables for payment processing solutions business

e Other payables and accruals

e Amounts due to investments accounted for using the
equity method

* Lease liabilities

* Borrowing

HHARS AR S M IE E R
5 MBEBREERSMIA A

55 RBHHAGBZERNEEREBATE

MeREEMABZ AFHEREREER
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6 REVENUE, OTHER INCOME AND OTHER GAINS,
NET

The Group is principally engaged in the provision of payment
processing solutions, sales of information security chips and
solutions, provision of platform operation solutions, provision
of financial solutions and sales of electronic power meters and

6 WA - EA AR E b5 558

AEET R ERENRZFEERRTTER 5
EERRETHMERATR RHFBELHRR
AR REHRERBATEUNHEEHAEER
N fRTITER °

solutions.
Revenue, other income and other gains, net recognised during PREA TR 2 WO ~ B At A R B Y e R 40
the period are as follows: T

Unaudited

RBEZ

Six months ended 30 June

BEAA=tHILAEA

2019 2018
—E-hEF —E-N\F
HK$’000 HK$'000
FHET FHET
Turnover ERE
Provision of payment processing solutions 1R ZERBHEAT E 2,564,269 1,490,689
Sales of information security chips and HEFERRETA R
solutions AR & 168,775 172,979
Provision of platform operation solutions RETRELHATR 89,811 100,006
Provision of financial solutions RESRBERT R 83,223 91,434
Sales of electronic power meters and HEBRAEEMNR
solutions AR & 99,718 89,967
3,005,796 1,945,075
Other income H A4 A
Interest income PSRN 19,339 8,639
Subsidy income SN 9,809 9,150
Rental income He A 1,370 1,250
Others HAt 290 39
30,808 19,078
Other gains, net H b Y a2 F 58
Fair value gain/(loss) on financial assets at fair 2 AFEFTABRZ I SBEE
value through profit or loss RN EWRE (ER)
— Unlisted convertible preference shares —JE LM ABRE LR 9,201 8,659
— Unlisted investment fund —FELMREES (3,090) 9,125
— Listed trading securities —FHEBEES (653) 113
Dividend income earned from BE A — B AT EE B
a financial asset at fair value through TERMBEZIRAUWA
profit or loss 117 -
5,575 17,897
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7 SEGMENT INFORMATION 7 SEER

Management has determined the operating segments based on
the internal reports reviewed by the Board of Directors that are
used to make strategic decisions.

The Board of Directors considers the business of the Group
from a product perspective.

The Group is organised into five main operating segments in
these internal reports:

(@) Payment processing solutions — principally engaged in
provision of payment processing services, merchants
recruiting, micro-lending business, credit assessment
services and related products and solutions;

(b) Information security chips and solutions — principally
engaged in the provision of information system
consultancy services, the sale of mag-strip and security
decoder chips and related products and solutions;

(c) Platform operation solutions — principally engaged in the
provision of telecommunication and mobile payment
platform operation services and operation value-added
services;

(d) Financial solutions — principally engaged in the provision
of information system consultancy, integration and
operation services and sales of information technology
products to financial institutions and banks; and

(e) Electronic power meters and solutions — principally
engaged in the manufacturing and sales of electronic
power meters, data collection terminals and related
products and solutions.

The Board of Directors assesses the performance of the
operating segments based on a measure of earnings before
interest expense, taxes, depreciation and amortisation
(“EBITDA”) excluding fair value gain on financial asset at
fair value through profit or loss and employees’ incentive
programme of a subsidiary.

EEERBEEESEMAMEHRIORTE 2 AERH

EMEERENE-
EEeNERARTREAEEER-
AEFBzABRED SR EETREENE:

(@ XNRSEIBFRTTE-ERNERMEN
RHEIEIRT  BERHP EESRER =
BHEREARMEERRBRITE:

b) ERRECH KRR -ETRNERME
AR GRE SRS - 85 B R 5 S N AR A 1N
ANARRIEm MR R

© TREBEAFR-TERBRETNRE
BEH T A BERGREREERS

() TBERTE-TENEASEEERRT
REEARRHENR EREEBERG R E
BARRER: &

ERSRNBMNEXE BB HERBHENA
M (TEBITDA ) (MBREZRAFHEFABRZE
BEEZ ATFEKRRE—HNBLRZEE R
FHEDFHMERE DB KRR -
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7 SEGMENT INFORMATION (Continued) 7 o¥EER®)

An analysis of the Group’s revenue and results for the period by

operating segment is as follows:

AEBHIA 2 WA B R AE R

EEAEAIIT

Unaudited
FEEY
Information Electronic
Payment security Platform power
processing chips and operation Financial ~ meters and Total
solutions solutions solutions solutions solutions Others Group
x4 EER2 £
RERE BAR TaEE £ Eak £8
BADE BATE BATE BARE BALER A At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAR TAR TAR TER TER TER TAR
Six months ended 30 June 2019 HZE=F-NE
RAZTHLEAREA
Segment tumover from external ~ REINIEP 2 H L ¥R
customers 2,504,269 168,775 89,811 83,223 99,718 - 3,005,796
Segmental EBITDA (excluding 5 ZBEBITDA (T2 5E
fair value gain on financial BATEFABSLZ
asset at fair value through SREEIATENE/
profit or loss and employees’ (&%) R—EMER
incentive programme of a ZEE &)
subsidiary) 621,560 12,439 (9,490) (34,577) 5,683 (5,729) 589,886
Depreciation S (189,689) (1,135) 2,730 (1,768) (1,480) ©35)  (197437)
Amortisation @3 - - (19 - (39 S (58)
Fair value gain on financial asset  &ATEFABRZ
at fair value through TREEZATENRS
profit or loss - - 6,111 - - - 6,111
Employees’ incentive programme  —FHBAF 2
of a subsidiary EERE:TE - (7,896) - - - = (7,896)
Segmental operating profit(loss) B4 & &,/ (1) 431,871 3,408 (6,128) (36,345) 4,164 (6,364) 390,606
Unallocated other income FAEEBBA 3,338
Unallocated corporate expenses 7 B A% (33,571)
Finance costs REARA (1,434)
Share of results of investments  FE{5 blB&E AR Z
accounted for using the equity ~ HEXE
method 111,058
Profit hefore income tax BRETGRATER 469,997
Income tax expense Y (69,726)
Profit for the period BREH 400,271
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7 SEGMENT INFORMATION (Continued) 7 oEER®)

An analysis of the Group's revenue and results for the period by REBHANZ WA RFEIREEDBANIT

operating segment is as follows: (Continued) (&)
Unaudited
REEL
Information Electronic
Payment security Platform power
processing chips and operation Financial meters and Total
solutions solutions solutions solutions solutions Others Group
xf fE%%E BiLitE
RHRE R TREs oR Emk 9
BAFR BANE BATR BATR BATR £t @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAR TAL TET TATL TAT TART
Six months ended 30 June 2018 HZE=F-NE
RBZTHLERMEA
Segment turnover NEEER 1,490,689 172,979 101,093 91,434 89,967 - 1,946,162
Inter-segment turnover PEREEE = = (1,087) = = = (1,087)
Turover from exteral customers RESMIEF 2 £ 58 1,490,689 172,979 100,006 91,434 89,967 - 1,945,075
Segmental EBITDA (excluding ~ #BEBITDA (A2
fair value gain on financial BATEFABEL
asset at fair value through SREELATE
profit o loss and employees' Y R—EMBAF 2
incentive programme of a (BB RREEHE)
subsidiary) 387,705 15,398 (10,338) (13,242) (7,415) (3,076) 369,032
Depreciation ik (137,728) (251) (1,200) (224) (1,575) (51) (141,035)
Amortisation i - - (75) - (155) = (230)
Fair value gain on financial asset %A T & A& 2
at fair value through SRAEZATERE
profit or loss - - 17,784 - - - 17,784
Employees’ incentive programme  — BB A7 2
of a subsidiary EERE:2 (195,300) = = = = = (195,300)
Segmental operating profitfloss) AR EEF,/ (48 54,677 15,147 6,165 (13,466) (9,145) (3,127) 50,251
Unallocated other income FAEEmEA 2,600
Unallocated corporate expenses R A B R %R % (24,144)
Finance costs RERA (31)
Share of result of an investment  FE{5 R Z AR Z
accounted for using the equity ~ —BREXE
method 83,543
Profit hefore income tax BREER AR F 112,219
Income tax expense FEHAX (42,376)
Profit for the period BT 69,843
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7 SEGMENT INFORMATION (Continued)

Unallocated corporate expenses represent costs that are used
for all segments, including depreciation of property, plant
and equipment of HK$2,977,000 (six months ended 30 June
2018: HK$914,000), depreciation of investment properties of
HK$98,000 (six months ended 30 June 2018: HK$106,000)
and depreciation of leasehold land of HK$380,000 (six
months ended 30 June 2018: amortisation of HK$380,000),
respectively.

The segment assets and liabilities as at 30 June 2019 and
additions to non-current assets for the six months ended 30
June 2019 are as follows:

7 DEER @

RO EFATIEMEIEMBRAEA 558
B - BEREEITE2,977,0008 T (BHEZ
T \FRNA=ZFTHIREA 9140008 7T) *

WEYEITES 008 T (BEZT—/\F A
=+H1E7<EA 1 106,00087T) RAE T hITE
3800008 7T (BE 22— N\FXA=+HILE
A #$4380,00087T) ©

RIB-AFRA=THZHBEEERAERE
ECE-NFAA=ZTHEIENEAZIERBEE
WET:

Unaudited
REEK
As at 30 June 2019
RZB-NFRAZ1H
Information Electronic
Payment security Platform power
processing  chipsand  operaion  Financial  meters and Total
solutions  solutions  solutions solutions  solutions Others  Unallocated ~ Elimination Group
X FER2 BHifE
RERE Rk VREE &R ERR %8

BARR BRARE BRAR
HK$'000 HK$'000 HK$'000
FEx FHT FE

Segment assets PEEE 3,568,560 265,309 610,009

BRALTR  BRAR it RAE i At
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TR TERT TER TEn TR

272,677 268,644 96,168 3,266,843  (1,012,921) 7,335,289

Segment liabilities NEARE (2,135,841)  (200,884)  (294,381)

(298,885)  (190,426) (158385  (98,130) 1,012,921  (2,364,011)

Additions to non-current assets  3FREIEERE (T EIEIN
(excluding investments BREABZRE ER
accounted for using equity B RATEHALL
method, loan receivables, 2EANEZEBEE K
financial asset at fair value AFEFNBE S REE
through other comprehensive R ik # HA A £
income, financial assets at fair ~ HA & EEE)
value through profit or loss
and other financial assets at
amortised cost) 61,226 644 1,994

6,057 382 342 9,165 - 79,810
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7 SEGMENT INFORMATION (Continued)

The segment assets and liabilities as at 31 December 2018 and
additions to non-current assets for the six months ended 30

June 2018 are as follows:

7 oEER®)

R N\FE+-A=t—HzPEEENEE
EREBE_ZE—NEXA=THIANEAZIERS
BERNBENT:

Audited
"ER

As at 31 December 2018
RZF-NE+ZA=1+—H

Information Electronic
Payment security Platform power
processing  chipsand  operation Financial ~ meters and Total
solutions  solutions solutions solutions solutions Others  Unallocated  Elimination Group
X RER2 C s
RHRE TRk TaEE 2R EmR B
BRAR  BRATR  BRIR  BRIR  BRAR it RAR B3 st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR FHEL TR TR TR FHEL TR TR
Segment assets PERE 2,848,317 248,240 637,276 339,802 249,455 102,338 3,169,150 (962,001) 6,632,517
Segment liabilities NEAE (1768,738)  (193,738)  (318,483) (321,434  (175311)  (158290)  (87,309) 962,061  (2,061,242)
Unaudited
REEH
Six months ended 30 June 2018
HE_Z-N\ERA=THIAER
Information Electronic
Payment security Platform power
processing  chipsand  operation Financial ~ meters and Total
solutions ~ solutions solutions solutions solutions Others  Unallocated  Elimination Group
X{ EERE BatE
RHRE TRk TREE o/ Emk £E
BRAE  BAFRE  BRFR  BRFR  BAFR it KAR B b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER FET TR TR FET FET TR TR
Additions to non-current assets  FEREIAERE (THHEN
(excluding investments BEREARZRE
accounted for using equity ERER RATERA
method, loan receivables, Ht2 AN e BEE-
financial asset at fair value BRAFEGARRZ
through other comprehensive & B & B % e 8 5K A
income, financial assets at fair it €7 £ EREE)
value through profit or loss
and other financial assets at
amortised cost) 201,288 620 182 " 212 6 777 - 203,096

During the period, additions to non-current assets mainly

comprise additions to property, plant and equipment and right-
of-use assets (six months ended 30 June 2018: property, plant

and equipment and intangible assets).

Information provided to the Board of Directors is measured
in a manner consistent with that of the interim condensed
consolidated financial information. These assets and liabilities
are allocated based on the operations of the segment.

HR FERDEEREIZBEHNE BER
REALERAREEZRE (BE-T—/\FX
A=1TREXER 9% BE MR EARER

BE)

MEZgRHZENRAETRERGEEMBE

Bk

o AN

B—HZEtE REEERABRORZE
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7 SEGMENT INFORMATION (Continued)

.

 HA S B 4R & B B B R B

7 DEER @

Sales between segments are carried out on normal commercial DR Z HER R E G

terms. The revenue from external parties reported to the Board

of Directors is measured in a manner consistent with that in the HRBZFEEE
interim condensed consolidated income statement.

The Group principally domiciles in Mainland China and Hong
Kong (six months ended 30 June 2018: same).

EXPENSES BY NATURE

Expenses included in cost of sales, selling expenses and

T MEFSE
HEOR B INEDETT 2 WA TR B eh HAR AR AR S UK

AEETZMERTEREREE (BE-F

—NFRA=Z+THIEARMEA : 48R) -

8 LMEEDZMAX

administrative expenses are analysed as follows: ranT:

Auditor’s remuneration
Commission paid to
merchant recruitment agents
Depreciation of property,
plant and equipment (Note 15)
Depreciation of right-of-use assets
(Note 16)
Depreciation of investment properties
(Note 14)
Depreciation/amortisation of leasehold land
(Note 17)
Amortisation of intangible assets (Note 18)
Employee benefit expenses (excluding
employees” incentive programme of a
subsidiary) (Note 10)
Costs of inventories sold (including
provision for inventories)
Operating lease rentals of short-term leases
in respect of land and buildings
Research and development costs
(including staff cost)
(Gain)/loss on disposals of property,
plant and equipment
Credit impairment loss
—Trade and bills receivables
— Loan receivables (Note 21)

RIBERA  HEM RITRERFAZRXD

Unaudited
REIBEX
Six months ended 30 June

BEANA=THLEAEA

2019
—E-NF
HK$'000
THEx

% BN BN & 2,003
mRERERES MHHNEE

1,667,318
ME - -BE LRI ETE
(Ktet15) 186,582
CREEENE (Mitie)

13,722
WEYERE (fi14)

98
RETITE i (M)

490
mILEEEE (Hit18) 58
BERAAS (TEE—M
B AR ES B E)
(Kiat10) 376,825
ERFENRAR
(BRETEEH) 197,383
ARt REFZEHREE
ZEERYNEE 5,926
W9 K FAEE AR AR
(BB IRA) 152,558
HEWE BEREHZ
(Yez=) /B8 (99)
EEREEBR
— B R EREE 7,063
— W E R (Aa21) 13,525

2018
—E—)N\F
HK$'000
FHET
1,900
909,424

141,949

106

498

112

257,427

193,934

16,989

126,575

19

3,101
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Notes to Interim Condensed Consolidated Financial Information

NET FOREIGN EXCHANGE GAIN

The net foreign exchange gain recognised in the interim
condensed consolidated income statement and included in
administrative expenses for the six months ended 30 June 2019
amounted to HK$2,217,000 (six months ended 30 June 2018:
HK$13,794,000).

EMPLOYEE BENEFIT EXPENSES

B A AR S B A5 B R B

9 SMEWEFE

HE_ZT-NFNA=ZTHLEANEA RPHH
AR A WS R PRI A ATTEE A 2 JNE U
HIFEA2,217,0008 T (BHE=ZS—N\FXA
=+ ALEMEA 13,794,000 7T ) ©

10 EEERBEX

Unaudited
Six months ended 30 June

BEAA=tHLAEA

2019 2018
—E-NE —E—N\F
HK$’000 HK$'000
THERT FHET
Wages and salaries TENRT 317,412 214,790
Social security and pension costs HEREFRKR SRR 59,413 42,637
376,825 257,427

Employees” incentive programme of a —EH B ARz &8 &R &
subsidiary (Note 26) (Ki7t26) 7,896 195,300
384,721 452,727

INCOME TAX EXPENSE

Hong Kong profits tax has been provided for at the rate of
16.5% (six months ended 30 June 2018: 16.5%) on the
estimated assessable profit for the period. Taxation on overseas
profits has been calculated on the estimated assessable profit
for the period at the rates of taxation prevailing in the countries
in which the Group operates.

Subsidiaries in the PRC are subject to corporate income tax
(“CIT") in accordance with the PRC CIT Law. According to
the PRC CIT Law and the relevant regulations, the CIT tax rate
applicable is 25% unless preferential rates are applicable in the
cities where the subsidiaries are located.

If a subsidiary in the PRC is subject to CIT and qualified as High
and New Technology Enterprise (“HNTE”), the applicable CIT
tax rate is 15%. If a subsidiary in the PRC is subject to CIT and
qualified as Software and Integrated Circuit Enterprise (“SICE”),
the applicable CIT tax rate is 0% for the first two years of being
qualified and 12.5% for the next three years.

11 FifSHipx

A BEFIER O A BRI F1216.5%
(BE=Z— \FARA=Z+tHLAMEA 165%)
2 TR B - BN 2 BB RIRIEH RS
AR s FIA AR R E LA ET 7 BRE R R

v
AR

R B KT R RIZBR B B R RAEN ([1
FEFSH ) EM RS - RIBP BB
BEARERER  BRIFEERTERNKER
BIFTAESTT BRI R STE AR ER25%

i —FEIrP BRI B A BB E TSR & E1%
RASFEMEE ([Rrez]) - REAL
EATBRBERA15% o (H— R EHE R A
MIEFBH R A BB B REKEREE
(M8 REXREREPE]) AR EEMFEEAD
EBEHHRERY% BEE=FRHER2.5% °

@ s
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11

12

INCOME TAX EXPENSE (Continued)

Applicable corporate income tax rates of principal
subsidiaries

Beijing Hi Sun Advanced Business Solutions Information
Technology Limited (“ABS”) was renewed as HNTE in 2018
under the PRC CIT Law. Hangzhou PAX Electronic Technology
Limited (“Hangzhou Electronic Technology”) was renewed as
HNTE in 2018 under the PRC CIT Law. BEfT{I X AR QA
(“VBill OPCQO”) was renewed as HNTE in 2017 under the PRC
CIT Law. b RERE F AR BR AR (“Beijing Bank and
Enterprise”) was qualified as HNTE in 2016 under the PRC CIT
Law. Hunan Hisun Mobile Pay IT Limited (“HN Mobile Pay”)
was re-qualified as HNTE in 2017 under the PRC CIT Law.
As such, the applicable corporate income tax rate for ABS,
Hangzhou Electronic Technology, VBill OPCO, Beijing Bank
and Enterprise and HN Mobile Pay was 15% for the six months
ended 30 June 2019 (six months ended 30 June 2018: same).

Megahunt Microelectronics (Beijing) Company Limited
(“Megahunt Microelectronics”) was qualified as SICE in 2015
under the PRC CIT Law. As such, the applicable corporate
income tax rate for Megahunt Microelectronics was 12.5% for
the six months ended 30 June 2019 (six months ended 30 June
2018: same).

11

Fri8®ipix (&)
TEWBARZBALERAERBE

tREBEeEEERMARAR ((REEE
EEDR-F-N\FREFBELEAEVX
B RRIBEMEE - MM BEEEFRITER
DA (M EFEM]) R =T — N\FRIEP
B RSP EH BRI EE - BT
XNARAR (BTN DR -_F—LFRE
R EMSTUAEN AR RIEE 1R
REBERMAZERAR ([HERRERZ
T RERBEPECEMEHEAEBRRDHR
i3 < HF = R E R R AR AR (D4
MemEE )R Tt FRETESEAR
BEREBRAERRRI ML - ALt - &
E-Z-NAFRNA=THILEAXER SHEEE
=B MM EF M- BEITH - LR KM
M= 2 BATEMEHRRES15% (&
E-T-\FARA=THLNEA :48R) -

KAEEMEF M (LR BRAR] ([JKR
BEMEF )R- FREFBEEEMSF
BOEB BB AT MEREREE - HIL
BHE_ZT-NFARA=THIEREAR KAE
EWETF ERERMEHREF12.5% (B
E-E-\FAA=THLREA :4ER) -

Unaudited
REEX
Six months ended 30 June

BEAA=+BHLEARER

2019 2018
—ZE-h#F —E-)N\F
HK$’000 HK$'000
FET FHET
Current income tax =TS H

- Hong Kong profits tax —EBENEN S =
— Overseas taxation —/BINFRIE 69,737 42,402
Deferred tax EERIE (11) (26)
Income tax expense FSBiR X 69,726 42,376

DIVIDENDS 12 BRE

No dividend on ordinary share has been paid or declared
by the Company for the six months ended 30 June 2019 (six
months ended 30 June 2018: nil).

BE_Z-NAFANA=THILANEA XARL
BN EREREBREE (BE-T—/\F
NRA=ZTBIERER ) -
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13 EARNINGS PER SHARE

(@)

(b)

Basic

Basic earnings per share is calculated by dividing the profit
for the period attributable to the owners of the Company
by the weighted average number of ordinary shares in issue
during the period.

B A AR S B A5 B R B

13 BRER

(@ EZX

BIREARNTHRA R RIS ABIE A E
MEABAE ETEBRIVEFIEETE -

Unaudited
REIBEX
Six months ended 30 June

BEAA=tTHILAEA

2019 2018
—2-hE —ETN\F
HK$'000 HK$'000
FTHET FHET
Profit attributable to the owners of the ~ ZNA A1 A A &5 % 7
Company (HK$’000) (F#xT) 329,586 67,544
Weighted average number of ordinary B 217 & @R N T 1598
shares in issue (thousands shares) (F) 2,776,834 2,776,834
Basic earnings per share attributable to AR BHEE AEIEBRERREF
the owners of the Company (BRAET)
(HK$ per share) 0.12 0.02

Diluted

Diluted earnings per share is calculated by adjusting the
net income and the weighted average number of ordinary
shares outstanding to assume conversion of all potentially
dilutive shares.

For the six months ended 30 June 2019, the Group has
five categories (six months ended 30 June 2018: four
categories) of potentially dilutive shares: share options
issued by an associated company — PAX Global Technology
Limited (“PAX Global”), share options and convertible
preference shares issued by an associated company —
Cloopen Group Holdings Limited (“Cloopen”) and share
options issued by subsidiaries — VBill OPCO and Megahunt
Microelectronics (six months ended 30 June 2018:
share options issued by PAX Global, share options and
convertible preference shares issued by Cloopen and share
options issued by VBill OPCO).

(b) #E

SRBERR DR AT B RERD
R T BRI AR R BTSN BRI
FHYEHE

BHE-ZT-NAFAA=THLENEA K%
BELR(BE_T—/\FRA=THLRX
8 A - i) BB ERUE 2 iR - — R
ERA-AEREBRERAR([AER
BR]) BT 2 BB - —fEEE 2 5] —Cloopen
Group Holdings Limited ([ Cloopen J) #7172
BRI HE KR ATRR B S AR - BB~ B —BETT AN
RIKAEEMEFEITCBRE (BHE-Z
—N\EFRA=ZTHIEAREA : BERKEST
2 BBRRHE - Cloopen®s1T 2 R A% I AT HAAE
SRR SR BETTIN BT 2 B ARAE) -

@ s
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13 EARNINGS PER SHARE (Continued)

(b) Diluted (Continued)

For the six months ended 30 June 2019 and 2018, the
calculation of diluted earnings per share does not assume
the exercise of the share options of PAX Global as they
would have an anti-dilutive impact to the basic earnings
per share.

For share options and convertible preference shares issued
by Cloopen, the carrying amount of the interest in Cloopen
was zero as at 30 June 2019 (31 December 2018: same).
As at 30 June 2019, the Group's share of loss exceeded
its interest in the ordinary shares of Cloopen, the exercise
of the abovementioned share options and convertible
preference shares would not have any impact on the
diluted earnings per share (six months ended 30 June
2018: same).

For the six months ended 30 June 2019, the exercise of
the outstanding share options in VBill OPCO would have
a dilutive effect. The exercise of the share options in VBill
OPCO would be dilutive if the net profit attributable to
the owners of the Company will decrease. A calculation is
done to determine the number of shares that could have
been acquired at fair value (determined as the average
annual fair value of the subsidiary’s shares) based on
the monetary value of the subscription rights attached to
outstanding share options of VBill OPCO. The number of
shares calculated as above is compared with the number of
shares that would have been issued assuming the exercise
of the share options of VBill OPCO.

For the six months ended 30 June 2019, the exercise of the
outstanding share options in Megahunt Microelectronics
would have an anti-dilutive effect. The exercise of the share
options in Megahunt Microelectronics would be anti-
dilutive if the net profit attributable to the owners of the
Company will increase.

13 BRER (&)

b) #F(E)

E_E-NERE-\FARA=TRIE
NMEA SREERNTIRERREERR
ZEBERETEME REAEKSY
BRERBNELRESTZE-

B Cloopen1T 2 i M A Ko AT #A AR 8 SE AR M
T RZZE—AFRA=1H " RCloopent&
HZEEEATE(ZE—NE+_A=+—
H:#8R) - R=ZZE—AFAA=+H K&
B 15 S TERB B EL AL Cloopen i iR 2 14w -
AT i R AR e AT AR B ST AR T &
BREERNENIMNTE (BE-Z—N
FRA=ZTHIEAER 8E) -

BE-ZZ-NAFRA=+THIEAEAR 176
BETTRN 2 RITERBRE TR B ER & -
WARBHEE ARIEGNFERD BT
EEITNZBRERAEHRETE -BEE
BAFE (RHBRARRN 2 FHFEAT
BEEE) W Z B 8B TIRIEBE T RTT
(ERBRHE PRI 2 RIBRE R EERE - £X
Prat &2 Bin 8h B TH R BETT 14 2 B AR
BT D BTN A (-

BE_Z-NAFAA=+THILAEAR 176
KAEEMEF 2 RTEBREREAGR
BEYE - MARREE AEEENFEL
Fn - RITTERAIEERE 7 2 B A
BREFZE-
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13 EARNINGS PER SHARE (Continued) 13 BRER (%)
(b) Diluted (Continued) (b) #BE(E)
Unaudited
FIEE

Six months ended 30 June

BEAA=tTHILAEA

2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
TERT FHET
Profit attributable to the owners of the ~ ZNA A1 A A &5 % 7
Company (HK$'000) (F&xT) 329,586 67,544
Assuming exercise of all outstanding RERBEITIN BT 2 MARITRA
dilutive share options issued by VBill BESRUE 2 B EREITR
OPCO (HK$'000) (T#&mT)
— Decrease in net profit attributable to ~ — A EIHA A
the owners of the Company JEAE 4 )% BB (23,967) (393)
Adjusted profit attributable to the owners F LA & & R #E & F 2
of the Company used to determine RARER ARG
diluted earnings per share (HK$'000) &R (FET) 305,619 67,151
Weighted average number of ordinary ~ SAREE R T 2 LA
shares for diluted earnings per share InwEFE 8 (TR
(thousands shares) 2,776,834 2,776,834
Diluted earnings per share attributable to N2 A # B A FE1E &%
the owners of the Company BERMN (ZRET)
(HK$ per share) 0.11 0.02
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14

15

INVESTMENT PROPERTIES 14 REY=
Unaudited
RICEZ
HK$’000
FExT
Net book value at 1 January 2019 RZZBE-NF—-A—-BZEREFE 1,575
Depreciation e (98)
Net book value at 30 June 2019 R-E-—NFENA=ZTHZEmFE 1,477
Net book value at 1 January 2018 RZE-N\F—A—HZEmFE 1,906
Depreciation e (106)
Net book value at 30 June 2018 RZE-NFRNA=ZTAHZEAFE 1,800
PROPERTY, PLANT AND EQUIPMENT 15 Y% - BERRE
Unaudited
KRB
HK$'000
FHERT
Net book value at 1 January 2019 RZZB-NF—-A—-BZKREFE 715,193
Additions NE 65,382
Disposals & (42)
Depreciation e (186,582)
Exchange realignment M 54 3 B 1,279
Net book value at 30 June 2019 RZE—NFARAA=ZTHZEMFE 595,230
Net book value at 1 January 2018 RZE—N\F—A—HZERFE 507,024
Additions NE 202,963
Disposals & (47)
Depreciation e (141,949)
Exchange realignment bEE 34, B 9,001
Net book value at 30 June 2018 RZE—N\FARAA=Z1THZEMFE 576,992
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16 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

(i) Amounts recognised in the interim condensed
consolidated balance sheet
The interim condensed consolidated balance sheet shows

16 FRHEEEREESE

0]

RAHERGEEEEEERBERAZESE

THIBPGA EERERIITERAEYME

the following amounts relating to the leases in respect of HERHENEHE:
office premises:
Unaudited
REBEZ
At At
30 June 1 January
2019 2019
—E-hEF —E-NEF
AA=tH —A—H
HK$’000 HK$'000
FER THET
Right-of-use assets ERREE
Non-current IERH 58,386 57,677
Lease liabilities HERE
Non-current JERED 34,153 32,395
Current mEh 24,502 25,282
58,655 57,677

Additions to the right-of-use assets during the six months
ended 30 June 2019 is HK$14,428,000.

RBEE-_Z—NAE~NA=1THILEAE
R EREEEZNE H14,428,000/8

TG o
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16 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

(Continued)

(ii) Amounts recognised in the interim condensed

consolidated income statement

The interim condensed consolidated income statement
shows the following amounts relating to the leases in
respect of office premises:

Notes to Interim Condensed Consolidated Financial Information

 HA S B 4R & B B B R B

16 FRHEEERHEESE (8

(i) RPHBEHRERBRERZESHE

THIMPAGRARERIITERAEMERE
BRAMEHE:

Unaudited
RBEX
Six months
ended 30
June 2019
BZE
—E-hEF
~B=1+H
IEREA
HK$’000
FERT

Depreciation charge of right-of-use assets EREEENEER

(Note 8) (H178)

13,722

Interest expense (included in finance costs) MEFX (FFARERKA) 1,392
Expenses relating to leases of short-term leases ~ HfAE N HHEFENH X 5,926

The total cash outflow for leases in the six months ended
30 June 2019 is HK$14,840,000.

(iii) The Group’s lease activities

The Group leases various office premises. Rental contracts
are typically made for 1 to 8 years. The lease agreements
do not impose any covenants.

REBEE-_Z—AFA=1+HILEA -
& 2IRE 4% 514,840,000 7T ©

(i) AEEZHEZTH
AEBHESERAEME -HEAH R
A1 E8F - HE a0 E IR 3255
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LEASEHOLD LAND

The movement of the net book amount for leasehold land is as MELHEEFE 2 e T :

follows:

17 HE LT ih

Unaudited
RISEX
HK$’000
FHET
Net book value at 1 January 2019 R-ZE-hF—-A—-—RAZEEFE 30,490
Depreciation e (490)
Exchange realignment PEE 3, 8 BE (10)
Net book value at 30 June 2019 RZE-hFEARA=THZEEFE 29,990
Net book value at 1 January 2018 RZE-NF—-A—HAZEEFE 31,974
Amortisation 5y (498)
Exchange realignment PEE 3, 8 BE 192
Net book value at 30 June 2018 RZE-—NFAA=THZEEFE 31,668
INTANGIBLE ASSETS 18 B EE
Unaudited
RICEZX
Other
intangible
Goodwill assets Total
Hth
mE mEEE &3t
HK$'000 HK$’000 HK$’000
FET FExT FET
Net book value at 1 January 2019 R_ZE-hEF—HA—RHZ
REFE 1,515 369 1,884
Amortisation 5! - (58) (58)
Net book value at 30 June 2019 RZE—NFRA=+HZ
BREFE 1,515 311 1,826
Net book value at 1 January 2018 RZZE-NF—-HA—RHZ
REFE 1,515 470 1,985
Addition NE - 133 133
Amortisation B - (112) (112)
Exchange realignment bEE 34, 8 BE - 9 9
Net book value at 30 June 2018 RZE—N\FEXA=+HZ
AREEE 1,515 500 2,015
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19 FINANCIAL ASSET AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME

As at 30 June 2019, the Group’s financial asset at fair value
through other comprehensive income (“FVOCI”) included
unlisted equity security with following details:

19 BRAVEFARMEZERE 2 EME
=3

RZE-NFRA=TRH  REERQFEFA
Htt2mE e ([RAHEFARME2EYE]) 2
TREEREIFLHEAZS  BHEFBRNT:

Unaudited
REER
2019 2018
—EF-NF —ZT-N\F
HK$’000 HK$'000
THERT FHET
Balance at 1 January R—A—Hz#e 895 15,536
Fair value (loss)/gain on revaluation PAE 2 T K aR HERR
recognised in other comprehensive income —~ EfH A FE (FE) W (344) 89
Exchange realignment P 56 5 B 5 295
Balance at 30 June RANA=+RZ#&#% 556 15,920
Unaudited Audited
REER rEZ
At At
30 June 31 December
2019 2018
I
S —E-)N\F
—E-hEF +=H
AA=1H =+—H
HK$'000 HK$'000
FTHER TET
Non-current assets FRBEE
Unlisted equity security outside Hong Kong ~ &/&EINZ JE L THIRAE S 556 895

The carrying amount of the financial asset at FVOCI is
denominated in Renminbi (“RMB”).

BAFES AR bEE RS SREEZREE
TIAARE (TARKEEHE-
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20 FINANCIAL ASSETS AT FAIR VALUE THROUGH 20
PROFIT OR LOSS

The Group's financial assets at fair value through profit or
loss (“FVPL”) represent investment in unlisted investment
fund, unlisted convertible preference shares and listed equity
securities (31 December 2018: same) with the following

BAVEFABSZEMERE

AREBRAFHERT AR ([BAFEFAEBR])
ZEMEBEEENIFLMREES JF LM AR
BEBRE EMBRABSZRE (ZT—N\F+=
A=+—R:#ER) &HBEoT:

details:
Unaudited
2019 2018
—E-hF —E-)N\F
HK$'000 HK$'000
FTER FET
Balance at 1 January R—R—Rz#&t 273,745 259,036
Addition NE = 39,000
Net fair value gains on revaluation T8 2 HE R
recognised in profit or loss BHATEWEFE 5,458 17,897
Distribution o (2,006) =
Exchange realignment bE 5, 8 2 (59) 3,006
Balance at 30 June RRNA=1 Bz 277,138 318,939
Unaudited Audited
RBEX REZ
At At
30 June 31 December
2019 2018
i
i —E-N\F
—E-NF t=A
A<A=+H =+—H
HK$'000 HK$'000
FTERT FHET
Non-current assets FERBEE
Unlisted investment fund ERBFIIZELTREES
outside Hong Kong (Note (a)) (Hfst@)) 124,714 129,869
Unlisted convertible preference shares FBIRINZ IE LT AR E R
outside Hong Kong (Note (b)) (B1zt®)) 151,073 141,872
275,787 271,741
Current assets RBEE
Listed equity securities in Hong Kong BRBRANZ ETRAEH
(Note (c)) (Htet(c) 1,351 2,004
277,138 273,745
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20 FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Notes:

(@

(b)

(c)

Unlisted investment fund outside Hong Kong
The carrying amount of the unlisted investment fund is denominated in
RMB.

Unlisted convertible preference shares outside Hong Kong

On 10 June 2016 and 28 February 2018, the Group subscribed
7,443,326 Convertible Series C Preferred Shares (the “Convertible
Series C Preferred Shares”) and 2,434,015 Convertible Series D
Preferred Shares (the “Convertible Series D Preferred Shares”) of
Cloopen, respectively. The considerations for the Convertible Series C
Preferred Shares and Convertible Series D Preferred Shares subscribed
by the Group were approximately HK$78,000,000 (equivalent to
US$10,000,000) and HK$39,000,000 (equivalent to US$5,000,000),
respectively.

The Group, as the holders of the Convertible Series C Preferred Shares
and Convertible Series D Preferred Shares have:

(i)  options to request Cloopen to redeem the Convertible Series
C Preferred Shares and Convertible Series D Preferred Shares
at the prices equal to the greater of the issue prices with an
8% compound interest per annum return plus any accrued but
unpaid dividends or the fair values at the dates of redemptions
after the earliest of 10 June 2020 for Convertible Series C
Preferred Shares and 28 February 2021 for Convertible Series
D Preferred Shares or the occurrences of other conditions as
provided for under the definitive subscription agreements; and

(i)  options to convert the Convertible Series C Preferred Shares and
Convertible Series D Preferred Shares into ordinary shares of
Cloopen at the conversion prices based on certain conditions
on the dates of conversions as provided for under the definitive
subscription agreements.

The Convertible Series C Preferred Shares and Convertible Series D
Preferred Shares, together with the abovementioned options, were
classified as financial assets at FVPL and recognised at fair values. The
fair values of the Convertible Series C Preferred Shares and Convertible
Series D Preferred Shares were valued by an independent valuer at the
date of initial inception and on 30 June 2019.

The carrying amounts of the unlisted convertible preference shares is
denominated in US dollar.

Listed equity securities in Hong Kong

The fair value of the listed equity securities is based on their current bid
prices in an active market and their carrying amount is denominated in
Hong Kong dollar.

Changes in fair value of financial asset at FVPL are recorded

in “other gains, net” in the interim condensed consolidated

income statement.

20 RATFEFFABRZEREE (8)

()

(b)

(c)

BRI LETREES
FEEMRERGZREETINAREE

EBREIZHFLELTARRELR
R-BE—XEXATAER-ZE—N\F-_A=-+N\B"
REE D RIFREE7,443,326/% CloopenZ CRZI AT AR B
ek ([CRFIAT AR B ST AR ] ) 12,434,015 Cloopen
2 DEF| AR E AR ([DRFIARREER]) o &
SEMRECRIIARREBERKDRSATRRE L
B2 RAB D Bl A78,000,00078 7T (A8E 710,000,000
£ 7T.) 39,000,000/ 7T (#8% 525,000,000 7T ) °

AREE (ERCHFFHARE SRR DRI E L
BRBEANE:

(i)  EFEXCloopent —ZE=F4 XA +H (FECE
FAIRRELERmE ) R=E=—F A =1+N\
B (DR TR EERT ) B ERKKR
BRI 2 G (AREE RBE) B
HRER TR EE 2 ERERCERS AR EST
& R DZ 7| AT R A8 S % - B8%iE & F A% D
IR HERNRE Z BB N ER B
W AFE: R

(i) EFRREREHAEMTR 2 SR E BIREE
TFIRHZBIRE R CRY| T RRE LR RDRY
AT HAARE ST AR B R A Cloopen 2 Eif AR o

CERII AR ST A% K DR S AT B8 S BUE R it
BMDDERERATEFAREZ SRMEE WL
FEMR - CRFIRRERELRRDRI AR ESL
2 AFETBBELGEMRERARBRR-F
—NERRA=+RETRHE

SE LT AR E LI Z BREETIARTIIE

ERBEAZETRAES
ERBRARSNAHEDRBEERERT S ZRTE
NEBE HEREENETIIE-

BAFESF AR EREE 2 A HEZE IR
THIMAG A KSR A [ Bt F 5 | PIIRR -
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21 LOAN RECEIVABLES 21

Loan receivables are amounts due from customers in the
ordinary course of the micro-lending business, unsecured and
primarily denominated in RMB.

(i) Ageing analysis of loan receivables
The ageing analysis of loan receivables based on the
payment due date is as follows:

FE &K

R ER BN NEERABEBBIET EIE
FrzIR ARFASEEREEEUARE
e

(i) BRERZIRED T
REBBIEN KRB 2 RKE KRBT T :

Unaudited Audited
RICEZ BEZ
At At
30 June 31 December
2019 2018
S
i —T-)\F
—E-NF +=A
~A=1+H =+—H
HK$’000 HK$'000
FET FHT
Current BN ER 305,569 553,676
1 to 3 months past due A —E = fE A 12,935 9,365
Over 3 months past due BEBEA =18 A 36,128 6,061
Loan receivables, gross JEWRE k4R 354,632 569,102
Less: provision for impairment of loan o PR E R E BB
receivables (46,067) (32,807)
308,565 536,295
Non-current portion SERNERER 11 479
Current portion BNERER 308,554 535,816
308,565 536,295




HI SUN TECHNOLOGY (CHINA) LIMITED - INTERIM REPORT 2019 -@--- —. == )= . ——————————————— @--

Notes to Interim Condensed Consolidated Financial Information

 HA S B 4R & B B B R B

21 LOAN RECEIVABLES (Continued) 21 BRESR ()
(i) Ageing analysis of loan receivables (Continued) () BWERZERRD N (&)
The analysis of changes in the gross carrying amount RN E R B (B N B R W B RO E
and the corresponding provision for impairment of loan BHEEH2OWWT:

receivables in relation to loan receivables are as follows:

Unaudited
REBER
As at 30 June 2019
R-ZE-AEXA=T1H
Stage 1 Stage 2 Stage 3 Total
F1REER SE2MEER SEIMEER -
HK$'000 HK$'000 HK$'000 HK$'000
TERT TET TET THET
Loan receivables, gross JEW S 548 302,808 12,799 36,128 351,735
Less: Provision for impairment of i : FEWTJT ﬂfﬁﬁéﬁ
loan receivables (2,008) (7,931) (36,128) (46,067)
Loan receivables, net JEWE TR 300,800 4,868 = 305,668
Interest receivables JE W F1 B 2,897
308,565
Audited
BEZ
As at 31 December 2018
R-ZZ-\E+=-A=+—H
Stage 1 Stage 2 Stage 3 Total
F1REER F20EER E3MEER st
HK$’000 HK$'000 HK$'000 HK$'000
FHET FET FET FET
Loan receivables, gross EWEFEsE 468,532 84,419 5,558 558,509
Less: Provision for impairment of i : FEAE FURE R #E
loan receivables (827) (26,422) (5,558) (32,807)
Loan receivables, net ERERF 467,705 57,997 = 525,702
Interest receivables FEWHI S 10,593
536,295
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21 LOAN RECEIVABLES (Continued)

O]

(i)

—————————————————————— @@ -0 - -—T AsrERs-EBNE(FR)ERAT

Ageing analysis of loan receivables (Continued) @
Note:

During the period ended 30 June 2019, based on management’s
assessment, the Group recorded credit impairment loss of
HK$13,525,000 (six months ended 30 June 2018: HK$3,101,000)
in the interim condensed consolidated income statement. No loan
receivables were determined as uncollectible and were written off
against loan receivables during the period ended 30 June 2019 (six
months ended 30 June 2018: same).

Effective interest rates on loan receivables (i)
The effective interest rates on loan receivables are normally

as follows:

Loans to individual borrowers MEAERTREZER

21 BEWER (%)

EWE Rz Rk 27 ()

Bet:

HEZZ-AENA=ZTALBH RETEENT
& AEERPHERRE RS RP G EERERS
813,525,000 (HE=F— \FA=F+HLRN
&R :3,101,00087T) - BE=T—hFA=THIL
HARS - A R B R T AT R ) R A A AR

B (BE— - N\FARA=THLERER:

EIED

ERERzBRF X

M E TRz B AR —fRLAA T -

Unaudited
RCERZ
As at

30 June
2019

i
ZEB-hEF
ANA=TH

HK$'000
FET

5% to 36% p.a.
R
5%Z36%

Audited
&=

As at

31 December
2018

I
—E-)N\F
+=A
=+—H
HK$'000
FHT

5% to 36% p.a.
£
5%%36%
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22 TRADE AND BILLS RECEIVABLES 22 FEWERF R EWERE

Unaudited Audited

REER rEZ

At At

30 June 31 December

2019 2018

I

JiS —E-N\F

o +=A

AA=1+H =+—H

HK$'000 HK$'000

FET FHET

Trade receivables (Note (a)) FEMBR K (M et (a)) 244,524 148,173
Bills receivables (Note (b)) R EE (Hfatb)) 24,499 11,468
Less: provision for impairment of receivables  J& : /i U R T8 ok (B 3¢ 55 (17,395) (10,463)
251,628 149,178

Notes:

(@) Trade receivables

The Group's credit terms to trade debtors range from 0 to 180 days. At
30 June 2019 and 31 December 2018, the ageing analysis of the trade
receivables primarily based on invoice date was as follows:

Bat -

(@ EWERX

AEERTEHEBAZEERNROZ180ATE -1
—E-NAFERAZTERZE-NF+ZRA=+—
B ITEREERREAHZBUERTERE DTN :

Unaudited Audited

At At

30 June 31 December

2019 2018

i i

—E-hF —E2-N\F

ANA=+AH +=—A=+—8”

HK$’000 HK$'000

FERT FHT

Current to 90 days BNEAZE90H 135,218 109,685
91 days to 180 days 91H £180H 58,852 2,919
181 days to 365 days 181HZ=365H 19,614 8,335
Over 365 days 3658 A E 30,840 27,234
244,524 148,173
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22 TRADE AND BILLS RECEIVABLES (Continued)

Notes: (Continued)

(b) Bills receivables

The balance represents bank acceptance notes with maturity dates

within six months.

The maturity profile of the bills receivables is as follows:

22 FEWERFA R EWERE (&)
Kiat: (88)

b) ERRE
FZEEHIET A RNEARNZRITRLRE

RWER 2B BORAT

Unaudited Audited

REEXZ KEZ

At At

30 June 31 December

2019 2018

RZB—-N#F RZZ—N\F

AA=T+AH +=ZA=+—8

HK$'000 HK$’000

FER FET

Falling within 90 days 90H A EIEA 23,453 4,636
Falling within 91 to 180 days 91HZ=180H N E|HA 1,046 6,832
24,499 11,468

23 SHORT-TERM BANK DEPOSITS AND CASH AND

CASH EQUIVALENTS

Short-term bank deposits of HK$1,446,000 (31 December
2018: HK$1,583,000) represented bank deposits of the Group
with original maturities over three months which are placed as

guaranteed deposits for bills payables and are denominated in

RMB.

Included in cash and cash equivalents were HK$724,181,000
(31 December 2018: HK$751,166,000) bank deposits with
original maturities of within three months which are placed

as guaranteed deposits for bills payables, tenders or deposits

designated for settlement of certain payables in relation to the

payment processing solutions business and are denominated in

RMB.

23 BHIRITERUARRERRSEEY

%2 ERERTTIF R1,446,0008 0 (—ZE—N\F+ =
A=+4—H 11,583,000/ 7T ) {5 A~ & B 5t FE 11 22
BMTEEARERS ZRITER ZERTE
FREFHE A=A L WAARKETGE -

BERIBEEHEWH724,181,0008 T (==
—N\FE+=ZA=+—H:751,166,000 7T ) 3§ A
SERENEEMFEEARERS RIZXA
AETHEMRINRPEERERF RER 2 EAFIE
EREBEREERZBRITER ZERITERR
ABEHBA=ZEARNARN FAARET|E-
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24 TRADE AND BILLS PAYABLES 24 ERERFREMERE

Unaudited Audited

RSEX KEZ

At At

30 June 31 December

2019 2018

R-ZZE—HAE RZZE—N\F

ANA=+H +TZA=+—H

HK$'000 HK$'000

FET FET

Trade payables (Note (a) FERBREN (Kt (@) 362,837 247,878
Bills payables (Note (b)) FEST =R (ML m)) 2,892 3,165
365,729 251,043

Notes:

(@ Trade payables

At 30 June 2019 and 31 December 2018, the ageing analysis of the
trade payables primarily based on invoice date was as follows:

@ BAER

RZE-NFRA=Z+ER=ZT—/\F+ZA=+—
B IEREHFRANZENERFREDTAT

Unaudited Audited
RGEZ REZ
At At
30 June 31 December
2019 2018
R=ZZE—hF RZT—)N\F
AA=+H +=ZA=+—H
HK$’000 HK$'000
FET TR
Current to 90 days BIEAZ90H 300,384 205,694
91 days to 180 days 91H £180H 44,831 2,663
181 days to 365 days 181HE365H 2,921 17,774
Over 365 days 365H A £ 14,701 21,747
362,837 247,878
The credit period granted by the suppliers ranges from 0 to 180 days. HEER 4 T 2 EEHROE180H T 5 -
(b) Bills payables b) EFEE
The balance represents bank acceptance notes: AR RITA R R
Unaudited Audited
RGEZX REZ
At At
30 June 31 December
2019 2018
R=ZZB—-NF RZE—-N\F
AA=TAH +ZA=+—H
HK$’'000 HK$'000
FTHET FHET
Due within 90 days 90H R EIEA 1,307 1,099
Due within 91 to 180 days 91HZ£180H A EIH 1,585 2,066
2,892 3,165
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25 PAYABLES FOR PAYMENT PROCESSING

SOLUTIONS BUSINESS AND OTHE
AND ACCRUALS

25 XNRZEEBRT RER 2 BAR

R PAYABLES 18 LA K E At FE A RUE R FE R Rk IE

Unaudited Audited
REERK KE2 3
At At
30 June 31 December
2019 2018
R=ZB-h&E RIZT-N\F
ANA=+H +=ZA=+—H
HK$'000 HK$'000
FER FHET
Current portion IRy
Payables for payment processing solutions SNRBBRIBFBRTRERZ
business (Note (a)) PR (M it (@) 600,857 266,710
Other payables and accruals (Note (b)) H A & 078 R AT KA
(H1aEmb)) 1,231,864 1,375,891
1,832,721 1,642,601
Non-current portion FEENHAER 2
Other payables (Note (b)) H o T 5RIB (AaE b)) - 983
1,832,721 1,643,584

Notes:

(@ Payables for payment processing solutions business

(@ XNRZEEBRLTRERZENRE

This balance represents payables to merchants for the payment ERIER T IR D RIBR T REEENTEE Y 2
processing solutions business. The amounts are generally due for THo BB E—BRA30B NEITEE  WUARBES
settlement within 30 days and are denominated in RMB. o
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25 PAYABLES FOR PAYMENT PROCESSING

25 XNRZEEBRT RER 2 BAR

SOLUTIONS BUSINESS AND OTHER PAYABLES TR DA FL A B 3 7R IR % FEET AR (48)
AND ACCRUALS (Continued)
Notes: (Continued) Bist - (#8)
(b) Other payables and accurals (b) H AP FRIE R R
Unaudited Audited
At At
30 June 31 December
2019 2018
R=ZB—-NF RZE—-N\F
ANA=TH +=ZA=+—H
HK$'000 HK$'000
FET FHET
Accrued staff costs and pension obligations FEET B TR AR KRR HK 213,860 273,934
Deposits T & 74,565 84,556
Receipt in advance from customers TREWEE P 2 FIE 144,582 186,467
Advance from merchant recruitment agents REREEFRIEA R 419,047 519,935
Others Hid 379,810 311,982
1,231,864 1,376,874

Revenue recognised during the period ended 30 June 2019 that was
included in the contract liability balance at the beginning of the period
amounted to HK$147,076,000 (six months ended 30 June 2018:
HK$11,295,000). The Group recognised its contract liabilities under
other payables and accruals as receipt in advance from customers in
the interim condensed consolidated balance sheet.

REZ =T —NFNA=1+H 1 HEERL T AR
Al aESES A B147,076,0008 T (HE-F
—N\FRA=FHBIEREA 11,295,000 7T) « A&
EisHAH A EEATELKEE S 2 BN HAfERA
A BEARBRRNEMBENRIE R RIE TR

26 SHARE CAPITAL 26 BRIK
Ordinary shares of HK$0.0025 each
SREE0.00258B T2 EBR
Number of
shares HK$'000
R EE FHET
Authorised: %i :
At 1 January 2018, 30 June 2018, 7§*/\¢ A—H8-
1 January 2019 and 30 June 2019 Z—-\FRA=+H"
—E-NF-A-BK
—E-hEXRA=TH 4,000,000,000 10,000

Issued and fully paid: E?’v‘ﬁ&%{/@ :
At 1 January 2018, 30 June 2018, —=2—-N\F—HA—H"
1 January 2019 and 30 June 2019 Z—NEXA=+H"

—ET-NEF-—HA—BK
—E-NFARA=TH

2,776,833,835

6,942
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26 SHARE CAPITAL (Continued)

Notes:

()

(b)

Share options of the Company

The Company operates a share option scheme 2011 (the “Scheme”) for
the purpose of attracting, retaining and motivating talented employees
in order to strive for future developments and expansion of the Group.
Eligible participants of the Scheme include the Group’s full-time
employees, and Executive and non-Executive Directors. The Scheme
became effective on 29 April 2011 and unless otherwise cancelled or
amended, will remain valid and effective for a period of 10 years from
that date. No share option was granted.

Issuance of share options of a subsidiary

On 4 July 2018, the directors and the sole shareholder of Megahunt
Microelectronics have passed a resolution to conditionally grant
options (the “2018 Options”) to several management (the “2018
Grantees”) of Megahunt Microelectronics with a right to subscribe
up to approximately 16.67% of the enlarged registered and paid
up capital of Megahunt Microelectronics at an exercise price of
RMB13.33 for every HK$1.0 in the registered and paid up capital of
Megahunt Microelectronics. The 2018 options will be vested in 3 years
through tranches.

On 3 June 2019, the 2018 Grantees have given written request to the
Board of Megahunt Microelectronics to cancel their respective 2018
Options, and the directors and the sole shareholder of Megahunt
Microelectronics have passed a resolution to conditionally grant
options (the “2019 Options”) to the 2018 Grantees and several
management of the Group (the “2019 Grantees”) a right to subscribe
up to approximately 23.08% of the enlarged registered and paid
up capital of Megahunt Microelectronics at an exercise price of
RMB11.46 for every HK$1.0 in the registered and paid up capital of
Megahunt Microelectronics. The 2019 Options will be vested in 2
years through tranches.

The valid period of these share options shall be 10 years from the date
of grant.

Up to the date of this report, no option is vested. Employee share
options expenses of HK$7,896,000 were recognised in the interim
condensed consolidated income statement.

The weighted average fair value of options granted during the period
determined using the Binomial valuation model was RMB5.13. The
significant inputs into the model were the exercise price as shown
above, volatility of 50.42%, zero dividend yield, exercise multiple of
2.8 times, post vesting exit rate of 0% and an annual risk-free interest
rate of 3.25%.

26 PRA (&)

(@)

(b)

RRFZBRE
ARFSEE BT ——FBBE & ([%tE) -
EERS BREMEBET #ZES UBAREER
BRERRBEAER L EZAER2RERERE
B2 2REBARPITRIFMITES At 8RN =%
——FMAZTARER BRI BB RITRUER
] BRI M B R T FRRDABRRER
REARIR AT BB AR -

BT HENBARZEBRE

RZZ—\FLAMA  KNEEREFHES R
—REBBRSER LAKIEEME TS EER
B (22— N\FEEA BRERLERE (=T
—NEERIE]) - B TR RIS E M E it
110 R 50 R AR A AR .0 T B A R 51333709778
& REIMEERETFCENAEMEEBRRATES
#916.67% o —T— \FHEREHN =FAOHEE -

RIB-AFRAZR ZE-NFERABRKM
EBEMEFEFERLERAR NEHERE =T
—N\FEEE MAREEMEFESRE-RRE
BERARR A-E - \FARARLEEZLER
B (22— AFARADBGRERHBRE (=%
—NEBERE] - HE RN RAEENE TR
Tt R R B AR T 81 .0 TTE B AR B11 46T 1T
B REIAEENEFEEEM RS RARS
#123.08% - —FE—NFBEERIMEANDULERE

ZERBENA R R BRE AME105F -

AERE B SRR IEERE - X B

BE
& ek R IERE B BE AR R 27,896,000/ 7T ©

BN LB RAEE T AT E T RA B A E
BREEAARES 13T - ZEANETH AR A
EXFURITEE K 1850.42% WS R T TS H
2.81% - BB ARR0%NA K ER K FFHE3.25% °
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27 INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD

(@)

(b)

Investment in PAX Global

27 UREREARZKRE

@ REERRzZRE

The movement on interest in PAX Global is as follows: REBRFCERZBHT:
Unaudited
RIBERZ
2019 2018
—E-hEF —E-N\F
HK$’000 HK$'000
FET FHET
At 1 January n—A—H 1,927,772 1,823,245
Share of profit JEAE % 111,073 83,543
Share of other comprehensive (loss)/ FEREMEE (BE) W
income (1,242) 14,701
Dividend received 2R R (14,560) (14,560)
At 30 June RANA="+H 2,023,043 1,906,929

Investment in Cloopen

As at 30 June 2019, the carrying value of Cloopen is nil
(31 December 2018: nil) and there is no movement on the
interest in Cloopen during the period (six months ended 30
June 2018: same).

The Group’s share of loss of Cloopen exceeded its interest
in the ordinary shares of Cloopen, there are no overall
financial impact on the interim condensed consolidated
income statement from the investment for the current
period (six months ended 30 June 2018: same).

As at 30 June 2019, the unrecognised share of loss of the
interest in Cloppen is HK$501,318,000 (31 December
2018: HK$413,475,000).

(b) M Cloopenz & &

RZZE—NFRA=1H Cloopenz FREIE
RE(ZZ-N\E+ZA=1t—H:%F) H
A CloopenFyigEz= I & &) (RE—F—/\
FRA=ZTHIERER 18E) -

$$.f1£Cloopenl§5Tatﬁ £ 7 Cloopen

B s IRRE R AN B h RS

?v?/m\qﬂl SRUEERUYBTE (BE-F
—NFEARNA=Z+BIAEAR :HER) -

T-NFARNA=Z+H KEREMN
Cloopen$’§ & /518 /2501,318,000% 7T (=
T—\F+=F=+—H :413,475,000/%
TT) e
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27 INVESTMENTS ACCOUNTED FOR USING THE 27 UREFREZEAERZRE (&)
EQUITY METHOD (Continued)

(c) Investment in Good Chain (Chonggqing) Technology (0 REFE(EE)NRERATDZRE
Co., Ltd
The movement on interest in Good Chain (Chongging) RiFiE (BE)RIBRBRAR ([1F#]) 2 #
Technology Co., Ltd (“Good Chain”) is as follows: =BT
Unaudited
REBEX
2019
—E-AF
HK$'000
FET
At 1 January n—A—H 3,416
Share of loss FE(L BB (15)
Exchange realignment PEE 34, B B (5)
At 30 June MWARNA=+A 3,396
28 BORROWING 28 &R
Unaudited Audited
REEER K%
At At
30 June 31 December
2019 2018

R-B-N&E RZZT-N\F
RAA=t+H +ZA=+—H

HK$’000 HK$'000
FER FHET

Current IR
Bank borrowing RITEE - 10,247
As at 31 December 2018, bank borrowing was denominated RZZE-NF+A=1t—R RITEFUAAR
in RMB, was repayable within 1 year and bore average interest ?’%%HE AN—FNEE - R TIGFFE5 2425
of 5.24% annually. The interest-bearing borrowing is carried at BorT BB FUIRE A AT AR - AR B 2 BR @
amortised cost. The carrying amount of short-term borrowing %%EE@E NERE - BEE-NAFARA=T
approximated its fair value. The bank borrowing was settled HILERE - RITEREEE -
during the period ended 30 June 2019.
There was no borrowing as at 30 June 2019. RZZE—NERNA=TH  BEERER-
As at 31 December 2018, the borrowing is pledged by RZZE—N\F+-_A=+—8" BXELEEE
buildings and leasehold land of the Group. FREE T HEEIF-
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29 CONTINGENT LIABILITIES

In 2015, the Company entered into a performance guarantee
agreement with a customer (the “Performance Guarantee
Agreement”). Pursuant to the Performance Guarantee
Agreement, the Company agreed to provide the customer with
a guarantee in relation to the due and punctual performance
of a subsidiary of the Group in providing services for a
modernisation project with not more than HK$60,000,000 (31
December 2018: HK$60,000,000) and claims of infringement
of third party’s intellectual property right. As at 30 June 2019,
the Company does not recognise any liability in relation to
the Performance Guarantee Agreement as the Directors of
the Company consider the possibility of reimbursement is not
probable.

In 2018, the Company entered into a guarantee agreement
with Megahunt Microelectronics and Mega Hunt
Microelectronics Limited (the “Guarantee Agreement”).
Pursuant to the Guarantee Agreement, the Company agreed
to provide Megahunt Microelectronics and Mega Hunt
Microelectronics Limited with a guarantee to repay the due
and unsettled debts of Megahunt Microelectronics and Mega
Hunt Microelectronics Limited payable to a supplier, should
Megahunt Microelectronics and Mega Hunt Microelectronics
Limited cease or fail to honour their obligations, with not more
than HK$78,000,000 (equivalent to US$10,000,000). As at 30
June 2019 and 31 December 2018, the Company does not
recognise any liability in relation to the Guarantee Agreement
as the Directors of the Company consider the possibility of
reimbursement is not probable.

Save as disclosed above, the Group had no material contingent
liability as at 30 June 2019 and 31 December 2018.

29 SHAREE

RZT—RF  ARAE—BRRE RN RIFER
ek ([RBERBZE]) - BIERBERDBZ
ARIRAERAEE —ENBARZ A RINEE
IR RERE  mZaRPRETZR
60,000,000 L (ZE— \F+_A=+—H:
60,000,000/ 7T ) 2 ER RARILE = 75 A E#
ZHR-R-TE—NENA=Z+TH BAREARQT
EERABREREZAREETS AR R E
BREBURBERBE 2EMNEE

RZT— N\F ARREIKIEENE T I
MEFHER AR L ERGBE ([ERIBE]) -
RIEER G - MIKMEEME T RIKMET
BRARRIESAERBITERT AARIRAEM
KB EME T RN ETHRARRET
% 278,000,000/ 7T, (#H%5 7210,000,0003 7T ) £
ER AEBKNEEMRETRKNAMETE
RAREN T —2HERNIBAREEES
RZZBE-NFARA=ZFTARZZT-NFE+=A
=+—H HRARAREETRARLREMNATAE
MG AR RN EERE BER RS2 W
BfE-

BREXEEENN R-B-NFRA=ZTARC
- N\F+ZA=1T—B rEEYTEEFEX
HAAE-
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30 RELATED PARTY TRANSACTIONS

As at 30 June 2019, Rich Global Limited (incorporated in the
British Virgin Islands) owns 22.22% of the Company’s shares.
The remaining 77.78% of the shares are widely held.

(a) Transactions with related parties during the period:
Except as disclosed below and elsewhere in the interim
condensed consolidated financial information, the Group
has no other significant transaction with related parties
during the six months ended 30 June 2019 (six months
ended 30 June 2018: same).

B A AR S B A5 B R B

30 BEARS

R_E—NFEAA=Z1+TH REABRLES
FE M A 32 2 Rich Global Limited# B 7~ A &
22 .22%17 B T 77.78% MBS T ALTEZ
A -

@ HARRBRELTZXRS:
BT X R IR A M IS AR i 7y
PRBEEN RBE-_T-NAFRA=T
BB fEA - RSB 8 B R 1T H
MWEARS (BE—Z—/\FXA=1H
@A A8R) -

Unaudited
RICEZ
Six months ended 30 June

BEAA=THILEAEA

2019 2018
—E-NEF —T-)N\F
HK$'000 HK$'000
FER FET
Transactions with PAX Global, an HEERNX(A—HEBEAT)
associated company 2R
— Rental income (Note i) —MBeWA (Hati) 730 779
— Purchase of electronic payment —-BEESFINE®
products (Note i) (B1a%ii) 11,961 67,075
— Sales of mag-stripe card security —HEMIRRINERIE S
decode chips (Note iii) (H1aziii) 28,718 16,528
Transaction with Cloopen, an B Cloopen (& —EHt & R a])
associated company 2R 5
—Technical and support services — Rk EREER
charges (Note iv) (K1ativ) 18,885 23,974
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30 RELATED PARTY TRANSACTIONS (Continued)

(a) Transactions with related parties during the period:

(Continued)
Notes:

(i)

(i)

(iii)

(iv)

Rental income from an associated company was charged at a
fixed monthly fee mutually agreed between the two parties.

Purchase of electronic payment products was transacted pursuant
to the terms and conditions set out in the framework agreement
entered into by the Group and an associated company dated 31
December 2015. The Group and an associated company had on
5 December 2018 entered into new framework agreements with
revised terms and conditions governing the purchase of electronic
payment products effective from 1 January 2019.

Sales of mag-stripe card security decoder chips were transacted
pursuant to the terms and conditions set out in the framework
agreement entered into by the Group and an associated
company on 31 December 2013. The terms and conditions of the
framework agreement has been renewed on 30 December 2016.

Technical and support services fee were charged pursuant to the
terms and conditions set out in the framework agreement entered
into by the Group and an associated company on 9 May 2016.
This related party transaction has ceased to be the continuing
connected transactions as defined in Chapter 14A of the Listing
Rules on 19 March 2018.

30 BEARS (8)

@ HWAERELZRS: (&)

HraE-

(0]

(i)

(iii)

(iv)

KE—MBEARLHSRATARETH
[R5 7E 2 [ 72 B FULER -

BB E T NEMRIEA SR E R
AR BB A—S—AE+-_/A=1+—
B Z ER G # AT IE R RAGHFEITR S o K
EEE-HBEARER - /\F+ A
ABF N —DHIERGE AEETRER
BETINERMZERREHFE-_S—NF
—A—BRER-

HEM G RINE RIS TRE AR R E E —
MEE NN T —=F+_A=+—8%T
S Z EDR p ek PR IR R IR ETT R 5 - A
BB GHRRIEHER-Z—RF+=A
=+H&H-

Py B 32 & AR B R TR IR AN S B £ — R g
ERFFRIZAMR TR FREANBZ
REZR DA BR IR B AR IR - R =T — 1\
F=ZATIhB Z@EFTZXHTBALTR
RIETINAEER ZFHERER S
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30 RELATED PARTY TRANSACTIONS (Continued)

(b) Balances with investments accounted for using the

equity method

R RRAR S

30 BEARS (&)

B IS E R R

(b) LEHZEARZREZER

Unaudited Audited
REEER KEIZ
At At
30 June 31 December
2019 2018
RZE—NF
R-ZE—hF +=A
ANA=1+H =+—H
HK$'000 HK$'000
FET FET
Amounts due from associated companies & I B & 2 5] 5118 17,195 15,116
Amounts due to associated companies {2 7] FRIE (26,109) (114,190)

As at 30 June 2019 and 31 December 2018, these w=
balances are denominated in RMB, unsecured, interest-free A=

and repayable on demand.

(c) Key management compensation

0 TEEEEZ2HE

Z2-NFARA=tHERZZ—
T—H ZEEBRRUAAREIE &
ERETR EJr RIRESKAEIE -

NEFE+=

Unaudited
REBEZ
Six months ended 30 June

BEXNA=1tTHLAEA

2019 2018

—E-NEF —T-)N\F

HK$’000 HK$'000

FBT FET

Fees e 804 750

Other emoluments: Hme :

Basic salaries, other allowances and EAXFH© EfEM K

benefits in kind EWH = 4,792 4,504

Contribution to pension scheme RIKEET IR 36 36

5,632 5,290
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31 EVENTS AFTER THE BALANCE SHEET DATE

On 18 July 2019, the Company held a special general meeting
for the approval of subscription agreements (the “Subscription
Agreement”) for the subscription of 1,263 shares, approximate
to 11.21% of the issued shares, of VBill Limited (the “VBill
(Cayman)”) at a subscription price of RMB588,000,000 by
ELECTRUM B.V. (the “Investor”) and the grant of put option
from VBill Cayman to the Investor. VBill (Cayman) will remain
as a subsidiary of the Group after the completion of transaction.

31

mEBARER

RZZE—hEtA+NB KARRETHRR
BARE LAHLEELECTRUM BV, ([#& A )%
R B A R #588,000,0007T ZEVBIll Limited
(TVBIll (Cayman)])1,2638% &1 (HE R EETT
RRIAHIN1.21%) 2 R ([RE ] RVBIll
CaymanfA] & & A% H B i #E - TE X 5 TERK 1& -
VBIll (Cayman)# A mAEE 2 B AR
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