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Q Technology (Group) Company Limited (the “Company”,
together with its subsidiaries, the “Group”) is a leading mid-to-
high end camera and fingerprint recognition module manufacturer
in PRC. The Group is primarily engaged in the design, research
and development, manufacture and sales of camera modules
and fingerprint recognition modules, and centred on mid-to-high
end camera and fingerprint recognition module market for global
branded smart phone and tablet PC manufacturers. The Group
is one of the first few manufacturers in the PRC to use chip on
board (“COB”) and chip on flex (“COF”) technologies and molding
on board (“MOB”) and molding on chip (“MOC”) technologies in
the manufacture of camera modules, as well as to produce ultra-
thin camera modules with resolutions of 48 mega pixels and
above, dual/multiple camera modules, 3D modules, under-glass
fingerprint recognition modules and fingerprint recognition modules
with various technologies on a mass production scale. Currently,
the Group’s product mix covers camera modules ranging from 2
mega pixels to 48 mega pixels, dual/multiple camera modules,
3D modules, fingerprint recognition modules, automotive camera
modules and outdoor sports camera modules. The Group is
dedicated to maintain its core competitiveness and provide high-
end and high quality products and quick response services for
our general customers, through constantly and deeply promoting
intelligent manufacturing, R&D of new technology and vertical
integration, firmly propelling the strategies in platform, components
as well as system integration, and then strive to achieve the vision
of “to illuminate machines” of the Group eventually.
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Management Discussion and Analysis

BB AT

BUSINESS REVIEW

Looking back to the six months ended 30 June 2019 (the
“Period”), the global economic development was still facing
various challenges, and the intensifying international trade
disputes have affected the growth rate of major economies
including the European Union, India and China. According to
the data released by National Bureau of Statistics of China on
15 July 2019, China’s gross domestic products (GDP) recorded
a year-on-year increase of 6.3% in the first half of 2019, the
growth of which slowed 0.5 percentage point from 6.8% for the
Corresponding Period. Although various countries came into
some consensus and work direction in the international economic
and trade cooperation organizations meetings, considerable
diversities still exist, and whether the global economy is able to
resume rapid recovery still encounters great uncertainties. The
uncertainties in macroeconomy also posed an impact on the
consumer electronics industry. Based on the data released by an
independent market research institute, in the first half of 2019,
global smartphones shipments were estimated to drop by 5.5%,
while statistics released by the China Academy of Information and
Communications Technology showed that domestic smartphones
shipments totaled 186 million units in the first half of 2019,
representing a decrease of 5.1% as compared with that of the
Corresponding Period. However, according to the data released
by the same independent market research institute, the market
share for smartphone with Android operating system had a slight
increase from 85.1% in the first half of 2018 to 86.7% in the
first half of 2019, for which the main driving force was the sales
growth of the top four China smartphone brands. The pursuit of
China smartphone brands for photo-shooting effects, appearance,
privacy protection and mobile payment security has facilitated
the camera modules development to higher pixels, triple camera
modules and multiple camera modules. At the same time, it also
propelled the rapid development of products such as periscope
camera modules with multi-fold optical zoom, 3D camera modules
and under-glass fingerprint recognition modules, which led to
a rapid increase in camera module shipments volume despite
a decline in smartphone shipments and thus helped the Group
to further achieve good business performance despite a tough
external economic environment.
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Management Discussion and Analysis

During the Period under review, with the trust and support of our
core customers and the relentless efforts of all our employees,
the Group’s strategy of expanding the sales scale of camera
modules and enhancing market position has well been realised.
The sales volume of camera modules reached approximately
182.51 million units, representing an increase of approximately
77.5% as compared with approximately 102.85 million units of the
Corresponding Period. The proportion of sales volume of camera
modules with resolutions of 10 mega pixels and above to the sales
volume of camera modules was approximately 46.8%, increased
by approximately 7.1 percentage points as compared with 39.7%
of the Corresponding Period. At the same time, the sales volume
of fingerprint recognition modules was approximately 37.75 million
units, decreased by approximately 16.6% as compared with that
of the Corresponding Period, resulting from the Group’s partially
abandoning the traditional capacitive fingerprint recognition
module project with low gross profit margin. The rapid growth in
sales volume of camera modules was mainly due to the following
three reasons: (i) the Group’s customer structure has become
more and more sophisticated, and its position as the vendor of the
leading smartphone branded customers in China has improved
and the Group has captured more market share successfully; (i)
configuring a multi-camera module for smartphones has become
a trend, which further promotes the steady expansion of market
demand; and (iiij during the Period, the production capacity of
camera modules of the Group increased from approximately 35
million units per month as at the end of 2018 to approximately 42
million units per month at the end of the Period. The automation
upgrade was also highly effective and improved our delivery
capacity.
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Management Discussion and Analysis

BB AT

During the Period under review, the core strategy of the Group
to promote the vertical integration for intelligent vision products
continued to deepen and had achieved healthy progress. The
Group’s associate, Newmax Technology Co., Ltd. (“Newmax
Technology”) (a company listed on the Taipei Exchange in Taiwan,
stock code: 3630) recorded profit attributable to shareholders of
approximately NT$321 million during the Period, representing a
significant improvement as compared with a net loss attributable
to shareholders of approximately NT$319 million in the
Corresponding Period. At the same time, the Group continued to
strengthen the technical cooperation and resources integration
on optical under-glass fingerprint recognition module lens and
smartphone camera module lens with Newmax Technology and
helped the latter to speed up in obtaining the supplier qualifications
of multiple customers, and pushed forward Newmax Technology
to make further improvement in customer base, technological
capacity and cost control. In the future, both the Group and
Newmax Technology will demonstrate their respective advantages
and complement each other to jointly promote customer
marketing, capacity improvement, technical improvement and
services enhancement, and strive to achieve win-win results for
customers, the Group and Newmax Technology.
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Management Discussion and Analysis

During the Period under review, the sales revenue of the Group
reached approximately RMB5,060,945,000, representing a
substantial increase of approximately 57.8% as compared
with approximately RMB3,206,712,000 of the Corresponding
Period. The year-on-year increase in sales revenue was mainly
attributable to the substantial increase in sales volume of camera
modules and the significant improvement in product mix of the
fingerprint recognition modules. During the Period, the sales
volume of camera modules reached approximately 182.51
million units, representing an increase of approximately 77.5%
as compared with approximately 102.85 million units of the
Corresponding Period, and sales revenue was approximately
RMB3,917,299,000, representing an increase of approximately
51.8% as compared with approximately RMB2,580,461,000 of
the Corresponding Period. The average selling price of camera
modules was approximately RMB21.5, representing a decrease of
approximately 14.5% as compared with approximately RMB25.1
of the Corresponding Period. The decrease in average selling
price of camera module products was mainly due to the following
reasons: (i) a considerable part of the dual camera modules and
triple camera modules adopt the separable procurement mode,
which increased the sales volume but affected the average selling
price of camera modules; and (ii) although the cooperation in
mid-to-high end projects with various core customers has been
launched, however, the product mix improvement of camera
module products still takes time. The sales volume of fingerprint
recognition modules was approximately 37.75 million units,
representing a decrease of approximately 16.6% as compared
with approximately 45.27 million units of the Corresponding
Period, and sales revenue was approximately RMB1,121,750,000,
representing an increase of approximately 80.7% as compared
with approximately RMB620,921,000 of the Corresponding
Period. The main reasons for the decline in sales volume of
fingerprint recognition modules and the significant increase in
sales revenue were: (i) the Group reduced the coating fingerprint
recognition module projects with unreasonable profitability; and
(i) the effective business expansion of the optical under-glass
fingerprint recognition modules with higher average selling price,
with the sales volume of under-glass fingerprint recognition
modules accounting for approximately 51.0% of the sales volume
of the fingerprint recognition modules of the Group during the
Period, which helped the fingerprint recognition module to achieve
significant increase in average selling price to approximately
RMB29.7 from approximately RMB13.7 of the Corresponding
Period.
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Management Discussion and Analysis

S B RS

During the Period, the Group’s gross profit margin was
approximately 8.2%, representing an increase of approximately 7.0
percentage points from approximately 1.2% of the Corresponding
Period. The main reasons for the increase in gross profit margin
were: (i) the Group’s strategy of actively expanding its sales scale
has gradually demonstrated its effectiveness, the sales volume of
camera modules increased significantly by approximately 77.5%
year-on-year, and the utilization rate of camera modules capacity
improved, thereby facilitating marginal cost reduction; (i) although
the sales volume of fingerprint recognition modules decreased
by approximately 16.6%, however, with its product mix improved
significantly, the proportion of under-glass fingerprint recognition
modules reached about 51.0% to the total sales volume of
fingerprint recognition modules, which helped to improve the
gross profit margin of fingerprint recognition modules; and (i) a
good result of the long-term promotion of production automation
upgrading of the Group has been gradually achieved, and the
labour costs were optimised as compared with the Corresponding
Period.

During the Period, the Group continued to promote the research
and development (the “R&D”) of camera modules in the three
aspects of new materials, new processes and new products:
for miniaturization technology, camera modules using advanced
technologies such as Molding on Chips (MOC), Molding on Board
(MOB) and Filter and Metal in Holder (FAMIH) were under mass
production to meet customers’ needs in new designs such as
ultra-high screen ratio, water drop screen and perforated screen.
In terms of ultra-high-end pixel camera modules, the Group’s
products adopted 48 mega pixels have been shipped in bulk
volume, and the Group continued to propel the R&D of ultra-
high-end pixel camera modules such as 64 mega pixels and 108
mega pixels in full force, to meet the consumer demand for ultra-
high definition imaging and optical zoom imaging. Moreover, the
Group has achieved substantial progress in the development of
super wide-angle, periscope multi-fold optical zoom, large-size
optical under-glass fingerprint recognition modules and optical
under-screen fingerprint modules that are compatible with liquid
crystal display (LCD), to meet customers’ further product needs.
The side-spraying fingerprint recognition modules were in bulk
shipments, which is beneficial to the Group’s efforts to improve the
market share and profitability of traditional capacitive fingerprint
recognition modules in the future.
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Management Discussion and Analysis

The Group also continued to strengthen the R&D of 3D camera
modules. After its mass sales of the front 3D structured light
modules to customers in the third quarter of the previous year,
the Group also accelerated the R&D of the time of flight (ToF)
3D modules in full force, to cater for the needs of 3D module
products to the industries such as internet of things (loT), virtual
reality (VR), augmented reality (AR), mixed reality (MR), intelligent
manufacturing, and thereby consolidate the Group’s leading
position in 3D module technology and endeavour to provide the
highest quality products and experiences for customers.

In general, both the development opportunities and challenges
of camera modules and fingerprint recognition modules industry
coexist. On one hand, market competition is still fierce during the
process of increasing industry concentration of camera modules
industry, on the other hand, the demand for the number of camera
modules and fingerprint recognition modules is expected to
grow steadily; product specifications are expected to constantly
improve, and application ranges are increasingly broadening,
bringing the Group good development opportunities. The
directors of the Company (the “Directors”) believe that the only
way for the Group to be able to maintain its relatively long-term
competitiveness and provide high-end and high quality products
and quick response services for our general customers is to keep
constantly and deeply promoting intelligent manufacturing, R&D
of new technology and vertical integration, firmly propelling the
strategies in platform, components as well as system integration,
and steadfastly implementing the customer-first service strategy,
and then strive to achieve the vision of “to illuminate machines” of
the Group eventually.
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Management Discussion and Analysis

BB AT

PROSPECTS

The Directors are fully aware that under the influence of the
emergence of global trade protectionism, the direction of major
economies’ monetary policy, structural de-leveraging of PRC
enterprises and supply-side reform and other factors, China’s and
even global economic growth are still encountering challenges
and risks. In such objective environment, the development of
the smartphone industry is also full of challenges. On one hand,
the smartphones replacement cycle is extended apparently; few
countries have imposed irrational restrictions on the supply of
raw materials for a Chinese leading smartphones brand, and
uncertainties exist in the pace of adoption of 5G communication
technology used in mobile phones, both have exerted tremendous
pressure on the growth of sales of smartphones, and even
continuous negative growth in the past period of time. Therefore,
uncertainty in customer demand and competition in camera
modules and fingerprint recognition modules industries may be
more intense. On the other hand, the Group mainly sells in China
and the settlement is in Renminbi, while certain portion of key
raw materials and equipment need to be imported and settled
in US dollars. It is difficult to change such business mode in the
short run. The uncertain macro political and economic situation
intensifies the Renminbi versus US dollar exchange rate fluctuation
and the risk is still outstanding.
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Management Discussion and Analysis

Nevertheless, the Directors believe there is still no change in
consumer’s pursuit of improving the photo shooting performance
of smartphone, the demand for vision imaging development
from 2D to 3D, and the privacy protection for smart mobile
terminals as well as the continuous development of Internet of
Things and its direction of using camera modules as human-
computer information interaction interface. These demands
will continue to drive the technology development and market
applications of high-end products including ultra-high pixel
single camera modules, super aperture camera modules, super
wide-angle camera modules, multiple camera modules, 3D
camera modules, and optical under-glass fingerprint recognition
modules. The development and application of new generation
communication technologies such as 5G also provide a good
ecological environment for faster video content interaction,
helping these high-end products to explore better development
and applications. Hence, the Group still has full confidence in the
industry prospect of camera modules and fingerprint recognition
modules, and thorough preparation of the aforementioned
products was conducted, whereby these projects were either
already under mass production during the Period or are expected
to conduct mass production in the second half year of 2019. The
above has fully demonstrated our superb ability in the design,
R&D, production and after-sale service of mid-to-high end camera
modules.
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Management Discussion and Analysis

BB AT

In the future, the Group will uphold the vision of “to illuminate
machines”, and adhere to the mission of “providing intelligent
vision systematic products for intelligent mobile terminals” and
enhance its capability development in three aspects, namely
optical design, precision manufacturing and system integration to
improve our core competitiveness, continue to enhance the R&D of
new products and new processes to meet customers’ continuous
product mix optimization demand, improve our precision
manufacturing and automation capabilities to optimise production
costs, continue to strengthen customer relationship marketing to
balance the sales proportion of major customers, and aggressively
expand overseas renowned smartphone branded customers in
hedging exchange rate risk. The Group will focus on developing
ultrahigh pixel camera modules, multiple camera modules, 3D
modules, periscopic camera modules, under-glass fingerprint
recognition modules and other high-end products, providing good
service experience for our core customers. At the same time, the
Group will assist Newmax Technology, our associate, to develop
high-end camera module lens, 3D module lens and under-glass
fingerprint recognition module lens, striving to achieve a greater
breakthrough in the application of camera modules in non-mobile-
phone sector, endeavour to help Newmax Technology to further
expand its sales scale and improve its business performance. The
Group will endeavour to achieve the following objectives in 2019
with the support of core customers and the relentless efforts of all
employees: (i) shipment of camera modules in 2019 will increase
by not less than 50% year-on-year, of which the proportion of
shipment of camera modules with resolutions of 10 mega pixels
and above will account for not less than 50%; (i) shipment of
under-glass fingerprint recognition modules in 2019 will account
for not less than 40% in the shipment of fingerprint recognition
modules; and (i) with a constant demand from customers and the
Group’s business development, production capacity of camera
modules will be gradually expanded to not more than 50 million
units per month by the end of 2019.

The Directors are confident in leading the Group to embrace the
challenges, and make further efforts to achieve good development
and strive to create greater value for the shareholders of the
Company (the “Shareholders”).
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

For the Period, the revenue of the Group was approximately
RMB5,060,945,000, representing an increase of approximately
57.8% as compared with approximately RMB3,206,712,000
of the Corresponding Period. The increase in revenue was
mainly attributable to: (i) the effective results due to the Group’s
expansion strategy, whereby the sales volume of camera module
products for the Period achieved a significant increase of
approximately 77.5% as compared with that of the Corresponding
Period; and (ii) although the sales volume of fingerprint recognition
module products of the Group for the Period decreased by
approximately 16.6% as compared with that of the Corresponding
Period, however, owing to the obvious product mix optimisation,
the average selling price of fingerprint recognition module products
increased significantly by approximately 116.7% as compared
with that of the Corresponding Period, so that the sales revenue
from fingerprint recognition module products still increased by
approximately 80.7% to approximately RMB1,121,750,000 from
approximately RMB620,921,000 of the Corresponding Period.

Cost of sales

As a result of the significant increase in revenue for the Period,
the cost of sales of the Group increased by approximately
46.7% to approximately RMB4,645,740,000 as compared
with approximately RMB3,167,656,000 of the Corresponding
Period. The increase in cost of sales was primarily attributable
to: (i) the increase in raw material cost by approximately 58.1%
as compared with that of the Corresponding Period due to the
sales scale expansion; and (i) the increase in depreciation cost
from production base and equipment, which were invested for
expanding production capacity, by approximately 25.3% in the
amount of approximately RMB108,600,000 as compared with that
of the Corresponding Period.
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S B RS

Gross profit and gross profit margin

For the Period, the gross profit of the Group was approximately
RMB415,205,000 (the Corresponding Period: approximately
RMB39,056,000),
963.1% as compared with that of the Corresponding Period,

representing an increase of approximately

while the gross profit margin was approximately 8.2% (the
Corresponding Period: approximately 1.2%). The substantial
increase in gross profit margin was mainly attributable to the
following factors: (i) the Group’s strategy of actively expanding
its sales scale has gradually demonstrated its effectiveness,
the sales volume of camera modules increased significantly by
approximately 77.5% year-on-year, and the utilization rate of
camera modules capacity improved, thereby facilitating marginal
cost reduction; (i) although the sales volume of fingerprint
recognition modules decreased by approximately 16.6%, however,
with its product mix improved significantly, the proportion of under-
glass fingerprint recognition modules reached about 51.0% to
the total sales volume of fingerprint recognition modules, which
helped to improve the gross profit margin of fingerprint recognition
modules; and (iii) a good result of the long-term promotion of
production automation upgrade of the Group has been gradually
achieved, and labour costs were optimised as compared with the

Corresponding Period.
Other revenue

For the Period, other revenue of the Group was approximately
RMB11,479,000, representing a decrease of approximately
88.5% as compared with approximately RMB100,019,000 of
the Corresponding Period. The decrease in other revenue was
primarily due to the: (i) no unrealised gain of other financial assets
was recorded during the Period as compared with an unrealised
gain of other financial assets of approximately RMB13,929,000
for the Corresponding Period; and (ii) subsidies or incentives
received by the Group granted by local governments at different
levels were approximately RMB6,489,000, representing a
decrease of approximately 92.2% as compared with approximately
RMB82,711,000 of the Corresponding Period.
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Management Discussion and Analysis

Other net loss

For the Period, the Group recorded other net loss of approximately
RMB40,767,000, representing an increase of approximately
577.1% as compared with approximately RMB6,021,000 of
the Corresponding Period. Such other net loss was primarily
attributable to: (i) a net foreign exchange loss of approximately
RMB15,516,000 was recorded as compared with a net
foreign exchange loss of approximately RMB6,117,000 for
the Corresponding Period; (i) a net realised and unrealised
loss on foreign currency option contracts of approximately
RMB18,846,000 was recorded as compared with a net realised
and unrealised gain of approximately RMB968,000 for the
Corresponding Period; and (iii) a net realised and unrealised
loss on foreign currency forward contracts of approximately
RMB2,998,000 was recorded as compared with a net realised
and unrealised loss on foreign currency forward contracts of
approximately RMB600,000 for the Corresponding Period.

Selling and distribution expenses

For the Period, selling and distribution expenses of the Group
amounted to approximately RMB6,026,000, representing a
decrease of approximately 34.9% as compared with approximately
RMB9,261,000 of the Corresponding Period. The ratio of selling
and distribution expenses to turnover was approximately 0.1%,
representing a decrease of approximately 0.2 percentage points
as compared with approximately 0.3% of the Corresponding
Period. The decrease in selling and distribution expenses was
mainly attributable to the stable customer relationships and
the Group’s endeavor on cost saving, thus the entertainment
expenses in relation to the sales activities were effectively reduced.

Administrative and other operating expenses

For the Period, total administrative and other operating expenses
of the Group increased from approximately RMB39,051,000 of
the Corresponding Period to approximately RMB42,053,000,
representing an increase of approximately 7.7%. The change
in administrative and other operating expenses was mainly
attributable to an increase in staff salaries and labour expenses
due to business expansion during the Period.
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Management Discussion and Analysis

S B RS

R&D expenses

For the Period, total R&D expenses of the Group amounted
to approximately RMB139,306,000,
of approximately 40.4% as compared with approximately
RMB99,199,000 of the Corresponding Period. The R&D expenses
for the Period was mainly utilised in the Group’s continuous R&D

representing an increase

investments in new products, new functions and new processes,
so as to allow the Group to develop products such as camera
modules products with higher pixels, multiple camera modules
products with different application functions, camera modules
products with smaller size, 3D module products, camera modules
products applied in automotive and loT areas, side-spraying
fingerprint recognition module products and optical under-glass
fingerprint recognition module products, as well as to optimise and
enhance the standards of production automation.

Finance cost
For the Period, finance costs of the Group was approximately

RMB23,481,000,
9.7% from approximately RMB21,400,000 of the Corresponding

representing an increase of approximately

Period, which was primarily due to the year-on-year increase in
the Group’s balance of bank borrowings as compared with the
Corresponding Period.

Share of profit of an associate

For the Period,
Technology, recorded profitability and the share of profit of

the associate of the Company, Newmax

the associate attributable to the Company was approximately
RMB24,979,000, while the share of loss of the associate for the
Corresponding Period was approximately RMB24,814,000.

Income tax expenses

For the Period,
approximately RMB19,197,000 while income tax expenses for the

income tax expenses of the Group was

Corresponding Period was approximately RMB-9,383,000, which
was mainly attributable to profit before taxation of approximately
RMB200,030,000 of the Group during the Period.
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Management Discussion and Analysis

Profit for the Period

Based on the foregoing, the Group recorded a profit of
approximately RMB180,833,000 for the Period as compared to
a loss of approximately RMB51,288,000 for the Corresponding
Period.

LIQUIDITY AND FINANCIAL RESOURCES

Bank Borrowings

As at 30 June 2019, the Group’s bank borrowings amounted to
approximately RMB1,741,187,000 (among which bank borrowings
of approximately RMB524,205,000 were secured by bank deposits
of approximately RMB295,071,000 and trade receivables of
approximately RMB298,889,000),
approximately 34.1% from approximately RMB1,298,402,000 as

representing an increase of

at 30 June 2018 and an increase of approximately 47.8% from
approximately RMB1,178,241,000 as at 31 December 2018. The
maturities of all bank borrowings are less than one year.

As at 30 June 2019, the Group’s bank borrowings were mainly
denominated in RMB and USD. For the six months ended 30 June
2019 and 2018, the cash flow overview of the Group was set out
as follows:
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Management Discussion and Analysis
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As of 30 June 2019, cash and cash equivalents of the Group
amounted to approximately RMB642,184,000,
increase of approximately RMB418,371,000 from approximately
RMB223,813,000 as at 30 June 2018, and representing an
increase of approximately RMB542,264,000 from approximately
RMB99,920,000 as at 31 December 2018. The increase in cash
and cash equivalents was mainly due to net cash inflow from

representing an

operating activities and the subscription amount of approximately
RMB36,659,000 paid by employees was received for subscription
of the ordinary shares of the Company upon their exercise of
share options in accordance with the share option scheme of the
Company.

Operating activities

For the Period, the Group’s net cash inflow from operating
activities amounted to approximately RMB954,764,000. The
Group’s cash flow recorded a net inflow from its operating
activities, which was primarily attributable to: (i) gross profit margin
of the Group during the Period increased to 8.2% as compared
with approximately 1.2% of the Corresponding Period; and (ii)
trade payables with an aggregate amount of approximately
RMB657,949,000 (the Corresponding Period: approximately
RMB260,820,000) were settled with banking import trade
financing directly paid by the bank, without including in the cash
outflow from operating activities.

Investing activities

The net cash outflow generated from investing activities of
the Group during the Period amounted to approximately
RMB232,482,000, which was mainly due to:
for purchasing equipment and plant expansion of approximately
RMB222,970,000;
instruments of approximately RMB19,265,000.

(i) the expenditure

(i) the net payment for derivative financial
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Management Discussion and Analysis

Financing activities

The net cash outflow used in the financing activities of the Group
during the Period amounted to approximately RMB180,308,000,
which was mainly due to: (i) the inflow of bank borrowings of
approximately RMB751,206,000 and the cash outflow for repaying
bank borrowings of approximately RMB856,227,000; and (i) the
subscription amount of approximately RMB36,659,000 received
from employees for the subscription of ordinary shares of the
Company upon exercising their share options in accordance with
the share option scheme of the Company. Whilst, trade payables
with an aggregate amount of approximately RMB657,949,000
(the Corresponding Period: approximately RMB260,820,000) were
settled with banking import trade financing directly paid by the
bank, without including in the cash inflow from financing activities
since the fund was not booked in the accounts of the Group.

Gearing ratio

The gearing ratio as at 30 June 2019, as defined by the balance
of bank borrowings and lease liabilities divided by total equity at
the end of the Period, was approximately 75.6%, representing
an increase of approximately 12.1 percentage points from
approximately 63.5% as at 30 June 2018, and representing
an increase of approximately 19.6 percentage points from
approximately 56.0% as at 31 December 2018, which was
mainly attributable to the significant increase in balance of
bank borrowings during the Period to meet production capacity
investments and working capital needs, meanwhile, cash and
cash equivalents of the Group as at 30 June 2019 amounted
to approximately RMB642,184,000, representing a substantial
increase as compared with that as at 30 June 2018 and 31
December 2018.
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Management Discussion and Analysis

BB AT

TREASURY POLICIES

The Group’s treasury policy was disclosed in the prospectus of
the Company dated 20 November 2014 (the “Prospectus”), and
was amended by the risk management committee (the “Risk
Management Committee”) of the Company on 24 March 2016,
the details of which were disclosed under the “Management
Discussion and Analysis” section of the 2016 annual report. The
Board, the Risk Management Committee and staff at the relevant
positions of the Company always remain alert to the performance
and risk assessment of the wealth management products, so as
to ensure that the wealth management operation does not pose
any excessive risk to the principal amount. At the same time,
the Company also pays close attention to the liquidity and debt
asset position of the Group to ensure the sufficiency of its working
capital and maintain the debt asset ratio at a reasonable level.

MATERIAL ACQUISITION AND DISPOSAL

The Group did not have any material acquisitions or disposals of
its subsidiaries, associates and joint ventures for the six months
ended 30 June 2019.

SIGNIFICANT INVESTMENT

The Group did not hold any significant investment during the six
months ended 30 June 2019.

OTHER INVESTMENTS

The Group issued an announcement on 1 April 2019 and 12
July 2019 respectively that the Company or the wholly-owned
subsidiary of the Company, Taiwan Q Technology Limited,
proposed to participate in the proposed capital injection of the
associated company, Newmax Technology, a company listed on
the Taipei Exchange (stock code: 3630), at the price of NT$82.8
per share. For details, please refer to the announcements of the
Company dated 1 April 2019 and 12 July 2019 respectively.
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Management Discussion and Analysis

CONTINGENT LIABILITIES

As at 30 June 2019, the Group did not have any contingent
liabilities.

PLEDGE OF ASSETS

As at 30 June 2019, the assets pledged by the Group included
bank deposits of approximately RMB305,465,000 and trade
receivables of approximately RMB298,889,000, which were used
as guarantee for bank borrowings and bills payable.

EMPLOYEE POLICIES AND REMUNERATION

As at 30 June 2019, the Group had a total of 6,844 employees
(excluding staff under labour service agreements and internship
agreements) (as at 30 June 2018: 3,048). The Group is always
committed to providing all staff with fair working environment,
providing newly recruited staff with induction training and job
technical counseling to help them adapting to job requirements
quickly, providing all staff with clear job responsibilities guidelines
and for employees at different positions with on-the-job training
together with other training programmes to help improving
their skills and knowledge, and strived to provide all staff
with competitive remuneration packages. For the Period, the
remuneration of the employees (including staff under labour
service agreements and internship agreements) of the Group
was approximately RMB290,402,000 (the Corresponding Period:
approximately RMB297,221,000). Apart from basic salary, the
package also includes performance bonus, medical insurance
and provident fund (staff under labour service agreements and
internship agreements are handled according to the laws and
regulations of the PRC).
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Management Discussion and Analysis
iR e

Meanwhile, the Company has granted a total of 71,682,000 share
options to its staff on 26 October 2016, 9 June 2017, 7 December
2018 and 21 June 2019 respectively pursuant to a share option
scheme (the “Share Option Scheme”) adopted on 13 November
2014 (details of the Share Option Scheme are disclosed in
sections D1 headed “Share Option Scheme” of Appendix IV

“Statutory and General Information” of the Prospectus),

with

specific details as follows:

(i

24

On 26 October 2016, the Company granted a total of
39,425,000 share options to 165 staff (including two
executive Directors, Mr. Wang Jiangiang and Mr. Hu Sanmu)
in accordance with the Share Option Scheme, and grantees
may apply to exercise the share options by phases from 1
April 2018 onwards upon fulfilling certain conditions (please
refer to the announcement of the Company dated 26
October 2016 for details). During the Period, the Company
has accepted the applications from 131 staff (including two
executive Directors, Mr. Wang Jiangiang and Mr. Hu Sanmu)
and issued a total of 9,808,200 ordinary shares at the
exercise price of HK$4.13 per share and total consideration
received was approximately HK$40,508,000. A total of
987,300 options granted on 26 October 2016 was lapsed as
a result of the resignations of 6 staff during the Period.

On 9 June 2017, the Company granted a total of 8,083,000
share options to 48 staff (none of the grantees are Directors,
chief executive or substantial shareholders of the Company
or any of their respective associates) in accordance with
the Share Option Scheme, and the grantees may apply to
exercise the share options by phases from 1 April 2018
onwards upon fulfilling certain conditions (please refer to
the announcement of the Company dated 9 June 2017 for
details). During the Period, the Company has accepted the
applications from 12 staff and issued a total of 375,000
ordinary shares at the exercise price of HK$6.22 per
share and total consideration received was approximately
HK$2,333,000. A total of 400,000 options granted on 9 June
2017 was lapsed as a result of the resignations of 2 staff
during the Period.
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(i)

Management Discussion and Analysis

On 7 December 2018, the Company granted a total of
12,720,000 share options to 83 staff (none of the grantees
are Directors, chief executive or substantial shareholders
of the Company or any of their respective associates) in
accordance with the Share Option Scheme, and the grantees
may apply to exercise the share options by phases from
1 April 2020 onwards upon fulfilling certain conditions
(please refer to the announcement of the Company dated
7 December 2018 for details). None of such options were
exercised during the Period; and a total of 1,354,000 options
granted on 7 December 2018 was lapsed as a result of the
resignations of 11 staff during the Period.

In addition, on 21 June 2019, the Company granted a total
of 11,454,000 share options to 68 staff (none of the grantees
are Directors, chief executive or substantial shareholders
of the Company or any of their respective associates) in
accordance with the Share Option Scheme, and the grantees
may apply to exercise the share options by phases from 1
April 2021 onwards upon fulfilling certain conditions (please
refer to the announcement of the Company dated 21 June
2019 for details). None of such options were exercised during
the Period; and a total of 200,000 options granted on 21
June 2019 was lapsed as a result of the resignation of 1 staff
during the Period.
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Management Discussion and Analysis

BB AT

FOREIGN EXCHANGE EXPOSURE

The Group is exposed to currency risk primarily due to certain
receivables, payables, cash balances and loans that are
denominated in foreign currencies other than RMB arising from
the operating activities such as bank borrowings, product sales
and purchase of raw materials. The Group is also exposed to
currency risk from the exchange or translation of USD and Hong
Kong Dollars into RMB. During the Period, the Group recorded
an exchange loss of approximately RMB15,516,000 as the sales
income of the Group was still mainly settled in RMB but various
raw materials for production were purchased from overseas and
settled in USD, and depreciated of approximately 0.2% in the RMB
against USD exchange rate which recorded big fluctuations for the
Period. As affected by multiple factors such as politics, economic,
and supply and demand, the trend of RMB against USD in the
future is still subject to great uncertainties. It is difficult to adjust
the business mode of the Group in the short run. Therefore, the
profit or loss of the Group may still be affected by exchange rate
fluctuation in the future. The Company will, on one hand, strive
to strengthen the expansion of overseas business continuously
to increase USD income; on the other hand, the Group will
coordinate actively with suppliers receiving settlement in USD to
seek the consent of certain suppliers to purchase domestically
or arrange settlement in RMB, so as to reduce the demand
for USD. Meanwhile, the Group will enhance monitoring of the
exchange rate fluctuation on a daily basis, adjust the proportion
of USD deposits to total deposits balance and the proportion of
USD loans to total loans balance from time to time with reference
to the analysis of exchange rates fluctuation trend, and fix the
future foreign exchange costs by using currency derivative
instruments such as foreign exchange forwards and options, so
as to strengthen the management of foreign exchange risks and
strive to reduce foreign exchange loss. However, the Group is also
clearly aware that there are many factors affecting exchange rates,
and the mechanism to determine exchange rate is complicated
and fickle, thus it is difficult to estimate its trend. Therefore, the
profit or loss of the Group may still be affected by exchange rate
fluctuation.
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SHARE OPTION SCHEMES

On 13 November 2014, the Company adopted the pre-IPO
share option scheme (the “Pre-IPO Share Option Scheme”) and
Share Option Scheme and granted a total of 59,935,000 share
options under the Pre-IPO Share Option Scheme to the eligible
participants with an aim to reward their contribution to the Group
made or possibly made. The Company also granted an aggregate
of 71,682,000 share options under the Share Option Scheme to
the eligible participants: () on 26 October 2016, the Company
granted an aggregate of 39,425,000 share options to 165 eligible
participants (the “Share Options 2016”); (i) on 9 June 2017, the
Company granted a total of 8,083,000 share options to 48 eligible
participants (the “Share Options 2017”); (i) on 7 December 2018,
the Company granted a total of 12,720,000 share options to 83
eligible participants (the “Share Options 2018”); and (iv) on 21
June 2019, the Company granted a total of 11,454,000 share
options to 68 the eligible participants (the “Share Options 2019”).
Details of the schemes are set out below:

A. Share Option Scheme
1. Purpose of Share Option Scheme:

The Share Option Scheme is established to recognize
and acknowledge the contributions that the Eligible
Participants (as defined in paragraph 2 below) had or
may have made to the Group. The Share Option Scheme
will provide the Eligible Participants with an opportunity
to have a personal stake in the Company with a view to
achieving the following objectives:

()  motivate the Eligible Participants to optimise their
performance efficiency for the benefit of the Group;
and
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attract and retain or otherwise maintain an on-going
business relationship with the Eligible Participants
whose contributions are or will be beneficial to the
long-term growth of the Group.

2. Participants of Share Option Scheme:

The Board may, at its discretion, offer to grant an

option to the following persons (collectively the “Eligible

Participants”) to subscribe for such number of new

shares of the Company (the “Shares”) as the Board may

determine:

0

(i

(i)

any full-time or part-time employees, executives or
officers of the Company or any of its subsidiaries;

any directors (including independent non-executive
directors) of the Company or any of its subsidiaries;
and

any advisers, consultants, suppliers, customers,
distributors and such other persons who in
the sole opinion of the Board will contribute or
have contributed to the Company or any of its
subsidiaries.
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Total number of Shares available for issue under
the Share Option Scheme and percentage of total
number of issued Shares as at the date of this report:

At the annual general meeting of the Company held
on 19 May 2017, an ordinary resolution was passed
by the Shareholders to approve the refreshment of the
maximum number of Shares that may be issued upon
the exercise of all options which may be granted under
the Share Option Scheme and any other share option
schemes of the Company to not exceeding 10% of the
total number of Shares in issue of the Company as at
the date of approval by the Shareholders of the refreshed
limit. On the date of approving such ordinary resolution
(i.,e. on 19 May 2017), the total number of Shares in
issue of the Company was 1,095,597,000 shares,
therefore, the maximum number of Shares relating
to the options that may be granted under the Share
Option Scheme and any other share option schemes of
the Company were refreshed to 109,559,700 shares,
representing approximately 9.59% of total number of
1,142,476,000 Shares in issue of the Company on the
date of this report (i.e. on 12 August 2019).
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4.

The maximum entitlement of each Eligible Participant
under the Share Option Scheme:

The maximum number of Shares issued and which may
fall to be issued upon exercise of the options granted
under the Share Option Scheme and any other share
option schemes of the Company (including exercised
and outstanding options) to each Eligible Participant in
any 12-month period up to the date of grant shall not
exceed 1% of the Shares in issue of the Company as at
the date of grant. Any further grant of options in excess
of this 1% limit shall be subject to:

()  the issue of a circular containing the identity
of the Eligible Participant, the numbers of and
terms of the options to be granted (and options
previously granted to such Eligible Participant), the
information as required under Rules 17.02(2)(d) of
and the disclaimer required under 17.02(4) of The
Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Stock
Exchange”) (the “Listing Rules”); and

(i) the approval of the Shareholders in general meeting
and/or other requirements prescribed under the
Listing Rules from time to time with such Eligible
Participant and his/her close associates (as defined
in the Listing Rules) (or his/her associates if the
Eligible Participant is a connected person (as
defined in the Listing Rules)) abstaining from voting.
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The period within which the options must be
exercised under the Share Option Scheme to
subscribe for Shares:

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time in the
period after the date upon which the option is deemed
to be granted and accepted and prior to the expiry of 10
years from that date subject to the provisions for early
termination set out in the Share Option Scheme.

The minimum period for which an option must be
held before it can be exercised:

There is no minimum period for which an option granted
must be held before it can be exercised unless otherwise
imposed by the Directors.

The amount payable on application or acceptance
of the option and the period within which payments
or calls must or may be made, or loans for such
purposes must be repaid:

Options granted must be taken up by Eligible
Participants within 21 days of the date of grant, upon
payment of HK$1.

The basis of determining the exercise price:

The exercise price is determined by the Board but shall
not be less than the highest of: (i) the official closing
price of the Shares as stated in the Stock Exchange’s
daily quotation sheet on the date of grant, which must
be a day on which the Stock Exchange is open for the
business of dealing in securities; (i) the average of the
official closing prices of the Shares as stated in the Stock
Exchange’s daily quotation sheets for the five business
days immediately preceding the date of grant; and (iii)
the nominal value of a Share.
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The remaining life of the Share Option Scheme:

The Share Option Scheme remains in force for a period
of 10 years commenced from 13 November 2014.

10. The total number of Share Options 2016:

11.

On 26 October 2016, the Company granted a total of
39,425,000 share options (representing approximately
3.78% of the total number of issued Shares on the
date of grant of the relevant share options (i.e. on 26
October 2016) and approximately 3.45% of the total
number of 1,142,476,000 issued Shares as at the date
of this report (i.e. on 12 August 2019)) under the Share
Option Scheme to 165 Eligible Participants. During the
Period, the Company accepted the applications from
131 grantees (including two Executive Directors, Mr.
Wang Jiangiang and Mr. Hu Sanmu) to issue a total of
9,808,200 ordinary Shares to such grantees. A total of
987,300 share options were lapsed as a result of the
resignations of 6 grantees during the Period.

The period within which the Share Options 2016
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance
with the following manner:

(i)  upon, among others, the revenue (“revenue”) of the
Company for the year ended 31 December 2017
increases by not less than 25% as compared with
the revenue for the year ended 31 December 2016,
up to 40% of the share options granted (rounded
down to the nearest whole number) shall be
exercisable during the period from 1 April 2018 to
31 December 2018 (both days inclusive);
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(i

(i)

upon, among others, the revenue for the year
ending 31 December 2018 recording compound
annual growth rate of not less than 25% from the
revenue for the year ended 31 December 2016, up
to 30% of the share options granted (rounded down
to the nearest whole number) shall be exercisable
during the period from 1 April 2019 to 31 December
2019 (both days inclusive); and

upon, among others, the revenue for the year
ending 31 December 2019 recording compound
annual growth rate of not less than 25% from the
revenue for the year ended 31 December 2016, up
to 30% of the share options granted (rounded down
to the nearest whole number) shall be exercisable
during the period from 1 April 2020 to 31 December
2020 (both days inclusive).

12. Basis of determining the exercise price of Share

Options 2016:

The exercise price per Share in respect of the Share
Options 2016 is HK$4.13 per Share.
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13. Total number of Share Options 2017:

34

On 9 June 2017, the Company granted a total of
8,083,000 share options (representing approximately
0.74% of the total number of issued Shares on the date
of grant of the relevant share options (i.e. on 9 June
2017) and approximately 0.71% of the total number
of 1,142,476,000 issued Shares as at the date of
this report (i.e. on12 August 2019)) under the Share
Option Scheme to 48 Eligible Participants. During
the Period, the Company accepted the applications
from 12 grantees to issue a total of 375,000 ordinary
Shares to these grantees. A total of 400,000 share
options were lapsed as a result of the resignations of
2 grantees during the Period. On 30 July 2019, the
Company accepted the applications for exercising the
share options from 9 grantees to issue a total of 570,600
ordinary Shares to these grantees.

14. The period within which the Share Options 2017

must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance
with the following manners:

(1) Share Options One:

() upon, among others, the revenue for the year
ended 31 December 2017 increases by not
less than 25% as compared with the revenue
for the year ended 31 December 2016, up to
40% of the share options granted (rounded
down to the nearest whole number) shall be
exercisable during the period from 1 April 2018
to 31 December 2018 (both days inclusive);
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(i

(i)

upon, among others, the revenue for the
year ending 31 December 2018 recording
compound annual growth rate of not less
than 25% from the revenue for the year ended
31 December 2016, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2019 to 31 December 2019
(both days inclusive); and

upon, among others, the revenue for the
year ending 31 December 2019 recording
compound annual growth rate of not less
than 25% from the revenue for the year ended
31 December 2016, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2020 to 31 December 2020
(both days inclusive).

(2) Share Options Two:

)

upon, among others, the revenue for the year
ending 31 December 2018 increases by not
less than 20% as compared with the revenue
for the year ended 31 December 2017, up to
40% of the share options granted (rounded
down to the nearest whole number) shall be
exercisable during the period from 1 April 2019
to 31 December 2019 (both days inclusive);
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(i

(i)

upon, among others, the revenue for the
year ending 31 December 2019 recording
compound annual growth rate of not less
than 20% from the revenue for the year ended
31 December 2017, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2020 to 31 December 2020
(both days inclusive); and

upon, among others, the revenue for the
year ending 31 December 2020 recording
compound annual growth rate of not less
than 20% from the revenue for the year ended
31 December 2017, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2021 to 31 December 2021
(both days inclusive).

15. Basis of determining the exercise price of Share
Options 2017:

The exercise price per Share in respect of the Share
Options 2017 is HK$6.22 per Share.
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16.

17.

The total number of Share Options 2018:

On 7 December 2018, the Company granted a total of
12,720,000 share options (representing approximately
1.12% of the total number of 1,131,722,200 issued
Shares on the date of grant of the relevant share options
(i.e. on 7 December 2018) and approximately 1.11% of
the total number of 1,142,476,000 issued Shares as at
the date of this report (i.e. on 12 August 2019)) under
the Share Option Scheme to 83 Eligible Participants.
During the Period, Share Options 2018 were not
exercisable, and a total of 1,354,000 share options were
lapsed as a result of the resignations of 11 grantees
during the Period.

The period within which the Share Options 2018
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance
with the following manner:

() upon, among others, the revenue of the Company
for the year ending 31 December 2019 increases by
not less than 20% as compared with the revenue
for the year ended 31 December 2018, up to 40%
of the share options granted shall be exercisable
during the period from 1 April 2020 to 31 December
2020 (both days inclusive);
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(i)

upon, among others, the revenue for the year
ending 31 December 2020 recording compound
annual growth rate of not less than 20% from the
revenue for the year ended 31 December 2018,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2021 to
31 December 2021 (both days inclusive); and

upon, among others, the revenue for the year
ending 31 December 2021 recording compound
annual growth rate of not less than 20% from the
revenue for the year ended 31 December 2018,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2022 to
31 December 2022 (both days inclusive).

18. Basis of determining the exercise price of Share

Options 2018:

The exercise price per Share in respect of the Share

Options 2018 is HK$4.65 per Share.
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19.

20.

The total number of Share Options 2019:

On 21 June 2019, the Company granted a total of
11,454,000 share options (representing approximately
1.0% of the total number of 1,141,905,400 issued
Shares on the date of grant of the relevant share options
(i.e. on 21 June 2019) and approximately 1.0% of the
total number of 1,142,476,000 issued Shares as at the
date of this report (i.e. on 12 August 2019)) under the
Share Option Scheme to 68 Eligible Participants. During
the Period, Share Options 2019 were not exercisable,
and a total of 200,000 share options were lapsed as a
result of the resignation of 1 employee grantee during
the Period.

The period within which the Share Options 2019
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance
with the following manner:

() upon, among others, the revenue of the Company
for the year ended 31 December 2020 recording
compound annual growth rate of not less than 15%
from the revenue for the year ended 31 December
2019, up to 40% of the share options granted shall
be exercisable during the period from 1 April 2021
to 31 December 2021 (both days inclusive);

19.

20.
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(i)

upon, among others, the revenue for the year
ending 31 December 2021 recording compound
annual growth rate of not less than 15% from the
revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2022 to
31 December 2022 (both days inclusive); and

upon, among others, the revenue for the year
ending 31 December 2022 recording compound
annual growth rate of not less than 15% from the
revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2023 to
31 December 2023 (both days inclusive).

21. Basis of determining the exercise price of Share
Options 2019:

The exercise price per Share in respect of the Share
Options 2019 is HK$6.02 per Share.
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B. Pre-IPO Share Option Scheme:

1.

Purpose of Pre-IPO Share Option Scheme:

The Pre-IPO Share Option Scheme was a share incentive
scheme established to recognise and acknowledge the
contributions that the Pre-IPO Eligible Participants (as
defined in paragraph 2 below) had made to the Group.
The Pre-IPO Share Option Scheme provided the Pre—
IPO Eligible Participants with an opportunity to have a
personal stake in the Company with a view to achieving
the following purposes:

()  motivate the Pre-IPO Eligible Participants to
optimise their performance efficiency for the benefit
of the Group; and

(i)  attract and retain or otherwise maintain relationships
with the Pre-IPO Eligible Participants whose
contributions are or will be beneficial to the long-
term growth of the Group.

Participants of Pre-IPO Share Option Scheme:

The Board might, at its discretion, offer to grant an
option to subscribe for such number of new Shares
as the Board might determine to the full-time, key
employees of the Group who, in the sole opinion of the
Board, had contributed to the Company and/or any of
the subsidiaries (the “Pre-IPO Eligible Participants”).

BIR

Other Information
Hip{E 8

N,

NFEBERERERE

BEXRHZRERBKE B H
#:

BERNHAEENBRETSEE
ERFARGEEHAEDY
AEBELERNAERS2HE
HE(EERTXE2R) ~BRA
REENBERETSKRER
NABEMAERSEERM
—ERARNREGEE EAER D
e NEHTIER:

() BMEEXAHEENSER
SEEBRNEENF @M E
EERBRE ]

(i) WoIRBEHRAMBEER
RERZ2REYESERS
HERTHENEBERE
MZzERERBEENE
Bt D ESHARENK
BREREN-

BRAHREFBREN B2 H
&

BARAFEERBRETSO
FERSEEREZTERER
REHUARRE R,/ HRMANE
B ARIELERMNAEE
TEEREER ((BEXRARMRE
AeEK2RE])-

EStR (=) ARAT 20105 hmms 41



Other Information
Hips 8

42

3.

4.

Total number of Shares available for issue under the
Pre-IPO Share Option Scheme:

The number of Shares in respect of which options were
granted under the Pre-IPO Share Option Scheme is
59,935,000 Shares (representing approximately 5.99%
of the total issued shares of the Company immediately
following completion of the Global Offering (as defined
in the Prospectus) and approximately 5.25% of the
total number of issued Shares of 1,142,476,000 shares
as at the date of this report (i.e. on 12 August 2019)).
These options were granted on 13 November 2014 to
subscribe for 59,935,000 Shares. No further options will
be offered or granted under the Pre-IPO Share Option
Scheme, as the rights to do so have been terminated.

The period within which the options must be
exercised under the Pre-IPO Share Option Scheme to
subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance
with the following manner:

()  up to 50% of the Shares that are subject to the
option so granted to him/her (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2015 and ending on 31
December 2017;

(i) up to 75% of the Shares that are subject to the
option so granted to him/her less the number
of Shares in respect of which the option has
been exercised or lapsed (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2016 and ending on 31
December 2017; and
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(i) up to 100% of the Shares that are subject to the
option so granted to him/her less the number
of Shares in respect of which the option has
been exercised or lapsed (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2017 and ending on 31
December 2017.

Each option granted under the Pre-IPO Share Option
Scheme is exercisable during the years when such
option becomes vested.

As at the date of this report, none of share options
granted under the Pre-IPO Share Option Scheme
remained outstanding, and the Pre-IPO Share Option
Scheme had lapsed accordingly.

Basis of determining the exercise price:

The exercise price per Share in respect of any particular
option granted under the Pre-IPO Share Option Scheme
shall be a price of RMBO0.4 per Share.

Except for the above, the principal terms of the Pre-
IPO Share Option Scheme, which were confirmed
and approved by resolutions in writing of all of the
Shareholders passed on 13 November 2014, were
substantially the same as the terms of the Share Option
Scheme.

During the Period, none of share options granted under
the Pre-IPO Share Option Scheme was exercised or
remained outstanding, and the Pre-IPO Share Option
Scheme had lapsed according.
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Details of changes during the Period in share options R I5 B8 AR R =t 21 i | BB AR A
granted under the Share Option Scheme are as follows: PR A BB T -

Number of underlying Shares involving share options

BRESR 2 RBRA%A
Options Options
outstanding Lapsed/  outstanding
as at Granted  Exercised Cancelled Forfeited asat
1 January during during during during 30 June
Category Date of grant Exercise period 2019 the Period  the Period the Period the Period 2019
7 S
ZE-NE ZE-AE
-B-8 ~AZTH
HRTREH BER  HATEN
£ BHEH s BRE HEARL HBATE HERRE  AR/RK BRE
Directors £%
Wang Jiangiang 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for
Shares” on page 32 to 33 967,200 - (483,600) "o - - 483,600
Th ZE-AETAZTAR B2HERNERE[ZEZ-AF
BRENIBRATEDR
5k 967,200 = (483,600) 27 = = 483,600
Hu Sanmu 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for
Shares” on page 32 to 33 720,000 - (360,000) Aot - - 360,000
H=K ZE-RETAZTAR B2HERNERE[ZEZ-AF
BRENIBRATEDR
3 720,000 - (360000) %2 - - 360,000
Directors (in total) £ (At) 1,687,200 = (843,600) = = 843,600
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BRESR2HBRH%A
Options Options
outstanding Lapsed/  outstanding
as at Granted  Exercised Cancelled Forfeited as at
1 January during during during during 30 June
Category Date of grant Exercise period 2019 the Period  the Period the Period the Period 2019
R S
“2-0f —2-0F
-A-H RAZTH
HRTREH BER  EHATEN
B BHEH [igid BRE HHEARY HEAGE HEREE  AR/RK BRE
Employees 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for
Shares” on page 32 to 33 18,804,000 - (8,964,600) ¢! - (987,300) 8,852,100
B8 ZE-RETAZTAE B2MERENE[CE-RE
BRENTEROTRER]
B% 18,804,000 - (8,964,600) " - (987,300) 8,852,100
Employees (Options I) 9 June 2017 Please refer to the paragraph under
“The period within which
the Share Options 2017
must be exercised to
subscribe for Shares:
(1) Option I" on pages 34 to 35 1,891,200 - (375,000 M= - - 1,516,200
B8 (BRE-) ZE-tERANR FOUEUEPE[ZT—F
BRENTBRATESR:
(1EBRE-1 8% 1,891,200 = (375,000) &2 = = 1,516,200
Employees (Options l) 9 June 2017 Please refer to the paragraph under
“The period within which
the Share Options 2017
must be exercised to
subscribe for Shares:
(2) Option II" on pages 35 to 36 400,000 - - - (400,000) -
EE (BRE-) “E-tF/ANR F2MENEW6E[ZE—+F
BRENZEROTRER:
(2)ERE=| B% 400,000 - - - 400,000) S
Employees 7 December 2018 Please refer to the paragraph under
“The period within which the
Share Options 2018 must be
exercised to subscribe for
Shares” on page 37 to 38 12,720,000 - - - (1,354,0000 11,366,000
B8 “E-N\E+rZRtE B2NEYUERE[ZEZ-N\£
BRENZERNTRAR]
BE 12,720,000 - - - (1,354000 11,366,000
EstRE (EE)ARAT 0106 s s 4D
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Number of underlying Shares involving share options

share options, and Mr. Hu Sanmu exercised 360,000
share options, and a total of 8,964,600 share options
were exercised by the employees on the same date. The
exercisable price per Share was HK$4.13. The weighted
average closing price immediately before the date on
which the share options were exercised was HK$7.19 per
Share.

On 2 April 2019, a total of 90,000 share options were
exercised by the employees. The exercisable price per
Share was HK$6.22. The weighted average closing price
immediately before the date on which the share options
were exercised was HK$7.19 per Share. On 30 April 2019,
a total of 285,000 share options were exercised by the
employees. The exercisable price per Share was HK$6.22.
The weighted average closing price immediately before
the date on which the share options were exercised was
HK$8.05 per Share. On 30 July 2019, a total of 570,600
share options were exercised by the employees. The
exercisable price per Share was HK$6.22. The weighted
average closing price immediately before the date on
which the share options were exercised was HK$7.72 per
Share.
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BRESR 2 HBRH%A
Options Options
outstanding Lapsed/  outstanding
as at Granted Exercised Cancelled Forfeited as at
1 January during during during during 30 June
Category Date of grant Exercise period 2019 the Period  the Period the Period the Period 2019
7 s
“2-0f —2-0F
-A-H RAZTH
BRI BER  HATEN
B BHEH T%H BRE HEARY HBAGE HEREE  AR/RK BRE
Employees 21 June 2019 Please refer to the paragraph under
“The period within which the
Share Options 2019 must be
exercised to subscribe for
Shares” on page 39 to 40 - 11,454,000 - - (200,000 11,254,000
B8 ZE-NERRZT-B B2MENRNE[ZZ-NERR
ENBERAT E,ﬁﬁﬁﬁ B% - 11,454,000 - - (2000000 11,254,000
Employess (in tota)) [E 8 (A7) 33,815,200 11,454,000 (9,339,600) - (2,941,300 32,988,300
Total &3t 35,502,400 11,454,000 (10,183,200) - (2,941,300 33,831,900
Notes: KiaF -
On 2 April 2019, Mr. Wang Jiangiang exercised 483,600 1. RZE-—NFWOAZ=ZH £
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2019, the interests of the Directors or chief
executive of the Company in the shares, underlying shares (in
relation to the positions held pursuant to equity derivatives) and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Future Ordinance,
Chapter 571 of the laws of Hong Kong (the “SFO”)) required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO as recorded in the register
maintained by the Company pursuant to section 352 of the
SFO; or otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

(@) Interest in the Shares of the Company

Other Information
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EERFETBRAERKS A
ERORESTHER 2ER

RZZE—AFEANA=1tH XRBESE
HEZBITBABRARQR R EBE LB
(EERBEBEPETIEELAMYPE
EH (T RFREBEMREM ) EXVED) BIAK
- ARG (EBERAITE T AR
ENRFEREENRE) REFTHERER
R HEE GBI EXVEBET7 R85 B A&
BAMERRNARBMIMNLRHEREFTLFR
HIE R P EI528 ER AR BIETFHE
MR SRR E AR B E S
MBETAESETESFR ZNIZETA
([EEFR ) BMNEARRQE MERFTH
MW

(@) RAEDARM 2R

Approximate

percentage

Number of of the issued

Name of Director/ issued Shares

Chief Executive Capacity/Nature of interest Shares held Position held (Note 2)

iz HiEE BT

EE ITETH 2R BROBED

ABHA 27 V% +:1:3-1 Bt 8 B 5R (Hi#z2)

He Ningning Interest of a controlled 752,491,000 Long position 65.90%
corporation (Note 1)

] EE XA EER 752,491,000 ¥ A 65.90%
(Htat1)

Wang Jiangiang Beneficial owner 11,128,400 Long position 0.97%
(Note 3)

T EnEAA 11,128,400 & 0.97%
(K75£3)

Hu Sanmu Beneficial owner 2,383,000 Long position 0.21%
(Note 4)

A=K E=EAA 2,383,000 e 0.21%
(Hst4)
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Notes:

Mr. He Ningning, an executive Director and the chairman of the
Board, is the sole beneficial owner of Q Technology Investment
Inc. (“QT Investment”) which owned approximately 65.90% of
the issued Shares of the Company on 30 June 2019. Under
Part XV of the SFO, Mr. He Ningning is deemed to be interested
in the Shares held by QT Investment. On 20 May 2019, QT
Investment acquired a total of 300,000 Shares through on-
market purchase at the total consideration of approximately
HK$1,716,000 with an average price of approximately HK$5.72
per Share.

The percentage represents the number of Shares divided by
1,141,905,400 issued Shares of the Company in total as at 30
June 2019.

On 2 April 2019, an aggregate of 483,600 Shares were issued
to Mr. Wang Jiangiang pursuant to the exercise of 483,600
share options granted to him by the Company under the Share
Option Scheme on 26 October 2016, at an exercise price of
HK$4.13 per Share.

On 2 April 2019, an aggregate of 360,000 Shares were issued
to Mr. Hu Sanmu pursuant to the exercise of 360,000 share
options granted to him by the Company under the Share Option
Scheme on 26 October 2016, at an exercise price of HK$4.13
per Share. On 20 May 2019, Mr. Hu Sanmu acquired a total
of 50,000 Shares through on-market purchase at the total
consideration of approximately HK$285,000 with an average
price of approximately HK$5.70 per Share.
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(b) Interest in Underlying Shares

Other Information

HipE 2

(b) REBEKRMGD ZEZS

Approximately
percentage of
the underlying
Shares over
the Company’s

Number of issued
underlying Shares o2
Shares in (assuming
respect of that the share
the share options are
Name of Director/ options exercised in
Chief Executive Capacity/Nature of interest granted Position held full)
MR 7
EEAT S BT
B4 (Hiz2)
PRERE BABD T
EE ITETH BREN (R B RE
=3 517/ EntE MHERGEE KR B287E)
Wang Jiangiang Beneficial owner 483,600 Long position 0.04%
(Note 1)
F EnfEBA 483,600 i E 0.04%
(Kratt1)
Hu Sanmu Beneficial owner 360,000 Long position 0.03%
(Note 1)
A=K E=EAA 360,000 [§5=) 0.03%
(Htat1)
Notes: Hrat
1. Details of the above share options have been disclosed in the 1., FiERECFEER EXER
above section headed “Share Option Scheme”. EETE A
2. The percentage represents the number of underlying Shares 2. ZEBOLLEHEBRMHEBRAR
divided by the total number of issued Shares of 1,141,905,400 NEIRZE—NFAA=ZTHEHE
Shares as at 30 June 2019. BT D 42881 ,141,905,4000% »
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(c)
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Interest in Associated Corporation

(c) REBEE 2 ER

Approximate

Number of percentage

issued  of the issued

shares of shares in

Name of Director/ Name of associated Capacity/Nature of associated associated

Chief Executive corporation interest corporation held corporation

iz HIEEEEE

EE FEAK HEEEE BT BRITRM

ABHH HE L@ 2B Y 3 BBEE BAL

He Ningning QT Investment Beneficial owner 2 100%

] =% ERKRE EnEAA 2 100%
Other than as disclosed above, as at 30 June 2019, none Br EXFATEEIN RZE—NF R
of the Directors nor chief executive of the Company had any A=+H BMEARAESERETETT
interests or short positions in any shares, and underlying BA B RA QR S H A AR B A
shares (in respect of positions pursuant to equity derivatives) (EERBHFLBERGBIFEXVE) B
or debentures of the Company or any of its associated ERRGD - HERGS (BEBRERADT
corporations (within the meaning of Part XV of the SFO) which STEFBAENREEEE) HES
were required to be notified to the Company and the Stock R AETMEME AR KB
Exchange or as recorded in the register referred to the SFO HEHERNBLFRAGRNACHER
or which were required to be notified to the Company and the VEREMANBBEZESTAAEMS

Stock Exchange pursuant to the Model Code.
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DISCLOSURE OF INTERESTS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, so far as the Directors of the Company were
aware of, the following persons (other than the Directors and the
chief executive of the Company) had interests or short positions in
the Shares or underlying Shares (in respect of positions pursuant
to equity derivatives) as recorded in the register required to be kept
by the Company under section 336 of the SFO were as follows:

Other Information
Hip{E 8

E-NFRA=TH REAQAE
%Fﬁ%ﬂ THAL (BRARBEERER
TTHA BN Rty B Rty (BRI
BRATETAMBAENFEERE)F
AN E S BRI F33660 &
KARBBEFNECHAZERIORE
o

Approximate
Percentage of
total issued
Shares in the

Capacity/Nature of Number of Company
Name of Shareholder Long/Short position interest Shares held (Note 1)
HNIERD A
ERITRHA
BYFEIL
R B R/ KR 5 EEME FEROBHE (Hiet1)
QT Investment Long position Beneficial owner 752,491,000 65.90%
(Note 2)
ERKRE He BERmEAA 752,491,000 65.90%
(Ktit2)

Note: et -

1. The percentage represents the number of underlying Shares
in interest divided by the total number of issued Shares of
1,141,905,400 Shares as at 30 June 2019.

2. Mr. He Ningning is directly interested in the entire interest of QT
Investment, which in turn owned approximately 65.90% of the total
issued Shares of the Company on 30 June 2019.

1. ZEEOEEERENHEBERMNEE
BMUAARR-ZE—NEASA=TEH
B 21T ) 42 201,141,905,4000% °

2. MEBALEERAESCRREZHESR

MERKRERBEARANR _-_T—AFRX
HA=1+HE BTN A K65.90% °
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Save as disclosed herein, the Company has not been notified of
any other person (other than a Director or a chief executive of the
Company) who had an interest or a short position in the Shares
and underlying Shares of the Company (in respect of positions
pursuant to equity derivatives) as recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO as
at 30 June 2019.

USE OF PROCEEDS FROM GLOBAL
OFFERING

On 2 December 2014, the Shares of the Company were initially
listed on the Main Board of the Stock Exchange. The net
proceeds from the above global offering were approximately
HK$658,000,000 (after deducting relevant listing expenses). As at
30 June 2019, the fund raised was fully utilised in accordance with
the intended use of the Global Offering.

USE OF PROCEEDS FROM SHARES
PLACING

On 12 December 2016, the Company completed the placing
of 40,000,000 new ordinary Shares under a general mandate
granted to the Directors by the Shareholders to two placees, being
Value Partners Hong Kong Limited and The People’s Insurance
Company (Group) of China Limited, who and whose ultimate
beneficial owners are third parties independent of the Company
and its connected persons, at the placing price of HK$3.90 per
placing Share. The net proceeds of the aforesaid placing were
approximately HK$154,428,000, after deducting relevant placing
commission, professional fees and all related expenses. As at 30
June 2019, the fund raised was fully utilised. The capital utilisation
was consistent with the intended use of the net proceeds of the
placing.
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On 29 December 2017, the Company completed the placing of
20,000,000 new ordinary Shares under a general mandate granted
to the Directors by the Shareholders to not less than six placees,
being professional, institutional and/or other investors, who and
whose ultimate beneficial owners are third parties independent of
the Company and its connected persons, at the placing price of
HK$10.80 per placing Share. The net proceeds from the above
placing was approximately HK$214,218,000, after deducting
the related placing commission, professional fees and all related
expenses. As at 30 June 2019, the fund raised was fully utilised.
The capital utilisation was consistent with the intended use of the
net proceeds of the placing.

DIVIDEND

The Board has resolved not to declare any interim dividend for the
Period (six months ended 30 June 2018: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the six months ended 30 June 2019, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

COMPLIANCE WITH MODEL CODE

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as contained in
Appendix 10 to the Listing Rules. The Company has made specific
enquiries with the Directors and all of them confirmed that they
had complied with the required standard set out in the Model
Code during the Period.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to fulfilling its responsibilities to the
Shareholders and enhancing Shareholders’ value through good
corporate governance.

The Company has fully complied with the applicable code
provisions as set out in the Corporate Governance Code as
contained in Appendix 14 to the Listing Rules (the “CG Code”)
during the Period.

Other Information
Hip{E 8

RZE—tF+_A=F+NALHBH &R
Tn&@ﬁk$&%§$m—ﬁ A&
BRERATDAANBERA (BNHEE .
%&/%ﬁ@&ﬁ%(ﬁ:&ﬁ%z
BRREZBEABBIRARATRE
BMEALINE=ZF)) BEHFTAER
20,000,0000% ' BL E B A SR EERH
10.80/8 0> FHlELEFTSRIB TR B
214,218,000/%8 7T (& R M B & 1%
¢ EEBAKFERBEZE) HZE
—E-NAFRNAZTH EEEEED
EHERATRE EeFAUEREMER
BFEMERE -

B2
;‘Mxﬁﬁﬁﬁ BEYRBTIRE AT H

(@I—g_)\ﬁz/\ﬂ_—'—aﬂ:/\
1Iﬁ i) o

E;E;‘tﬂ’%ﬁﬁilﬁlzliﬂﬁt?ﬁ%

@i j_l-:ﬂz/\ﬂ +E|J_J:/\ .H
PN/ T‘JZEI\EHWJ% T*E)Hﬂiﬁ%ﬁa *
EXNBELOARARRIZEM EHES

2 B4 1

$ B 2R AR RI B 8 + A&t ey b

RRAERETESF R HNEETH -
2‘“$ AMEEFELFEESH MEE
%ﬂﬁgwuﬁ/\$gﬂﬁﬁ E _J'TE _J—/E\ljﬁﬁ—
HHBEBRE -

TEERER

AR —HERASBERAENRA A A
BARFNEEE ARGRREI®R-

RAHRE Ao
Mﬁf‘ﬂ'@ﬁﬁ%ﬁmﬁm% B)A
AR PR E A ST R X

E—E’E\E?J:*%EE'J
)

53

ESARHE (RE) AR AR 2019F P HME



Other Information
Hips 8

REVIEW OF CONSOLIDATED FINANCIAL
STATEMENTS

The Company has established an audit committee (the “Audit
Committee”) in compliance with Rule 3.21 of the Listing Rules and
paragraph C.3 of the CG Code. The Audit Committee comprises
of three independent non-executive Directors, namely Mr. Ng Sui
Yin (the chairman), Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang.
The Audit Committee has reviewed the interim results and the
interim report of the Company for the Period with the Company’s
management. The Company’s independent auditor, KPMG,
has also reviewed the interim financial report for the six months
ended 30 June 2019 in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by
HKICPA.

EVENTS AFTER THE PERIOD

Saved as disclosed in the section headed “Business Review” and
above, there was no other important event affecting the Group that
occurred after 30 June 2019 and up to the date of this report.

UPDATE ON THE DIRECTORS INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING
RULES

Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang, independent non-
executive Directors of the Company, were appointed as directors
of Beken Corporation (EBEKER (EE)RHER A A)
(“Beken”) since 26 February 2017. On 15 April 2019, Beken was
listed on the Shanghai Stock Exchange (stock code: 603068),
in turn, Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang were re-
designated as directors of Beken.

On 5 June 2019, Mr. Chu Chia-Hsiang, an independent non-
executive Director of the Company, was appointed as independent
director of Chicony Electronics Co., Ltd. (stock code: 2385), which
is a company listed on the Taipei Exchange in Taiwan.

Saved as disclosed above, there were no other important changes
in the information of Directors required to be disclosed in this
report pursuant to Rule 13.51B(1) of the Listing Rules.
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Review Report of the Auditors

KpMG!

Review report to the board of directors of
Q Technology (Group) Company Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages
57 to 116 which comprises the consolidated statement of
financial position of Q Technology (Group) Company Limited (the
“Company”) as at 30 June 2019 and the related consolidated
statement of profit or loss, statement of profit and loss and other
comprehensive income, statement of changes in equity and
condensed consolidated cash flow statement for the six months
period then ended and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be
in compliance with the relevant provisions thereof and International
Accounting Standard 34, Interim financial reporting, issued by
the International Accounting Standards Board. The directors are
responsible for the preparation and presentation of the interim
financial report in accordance with International Accounting
Standard 34.

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

Scope of review

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

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30 June
2019 is not prepared, in all material respects, in accordance with
International Accounting Standard 34, Interim financial reporting.

KPMG

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

Central, Hong Kong

12 August 2019
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Consolidated Statement of Profit or Loss
=AY
aHEER
For the six months ended 30 June 2019 — unaudited HZ —Z— N F/NA =+ B IE/NE B — REEZ
(Expressed in Renminbi) (JAABR¥FIR)

Six months ended 30 June

BEAA=tBLAEA

2019 2018
—E-NEF —E2—N\EF
Note RMB’000 RMB’000
Bt i AR TR AREFT
(Note)
(K13t)
Revenue W &= 3 5,060,945 3,206,712
Cost of sales §H & KR (4,645,740) (3,167,656)
Gross profit EF 415,205 39,056
Other revenue E bWz 4 11,479 100,019
Other net loss H )% &8 4 (40,767) (6,021)
Selling and distribution expenses HERDERX (6,026) (9,261)
Administrative and other THREEMEERT
operating expenses (42,053) (39,051)
Research and development i 8% 5 2
expenses (139,306) (99,199)
Profit/(loss) from operations BEER S (BR) 198,532 (14,457)
Finance costs B KA 5(a) (23,481) (21,400)
Share of profit/(loss) of an associate  J& {5 B & A 7
wmA (&8 24,979 (24,814)
Profit/(loss) before taxation BRELADRF S (EIE) 5 200,030 (60,671)
Income tax FriEHt 6 (19,197) 9,383
Profit/(loss) for the period MAEN(EE) 180,833 (51,288)
Attributable to: 5E:
Equity shareholders of the Company A2 A& #E#H8 A 180,833 (51,288)
Profit/(loss) for the period HMAER (EE) 180,833 (51,288)
Earnings per share BRER RMB Cents RMB Cents
AR D ARED
Basic BEAR 7 15.9 (4.6)
Diluted o 7 15.8 (4.6)
Note: The Group has initially applied IFRS 16 at 1 January 2019 using A7i#: AEBR_ZT—NF— A —HEREE

the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 2.

The accompanying notes on pages 64 to 116 form part of this
interim financial report. Details of dividends payable to equity
shareholders of the Company are set out in Note 16.

WA e P B R B 7 4R 5 AR R 5 1655% - AR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
afEaEkEtesERER

For the six months ended 30 June 2019 — unaudited HZ —Z— AFNA=THIEANEA —REEZ
(Expressed in Renminbi) (A AR F7R)

Six months ended 30 June
BEANA=1tHIEAREA

2019 2018
—E-hEF —ZE-NE
Note RMB’000 RMB’000
B i AR TR AREFT
(Note)
(Hiaz)
Profit/(loss) for the period HRER, (BE) 180,833 (51,288)
Other comprehensive income HMAHMEERA
for the period (after tax and (RBREHIE
reclassification adjustments): WERE)
ltems that may be reclassified HiekgszsoEs
subsequently to profit or loss: BmAIER
— Exchange differences on — R E B A b LA S
translation of the financial N EPNGIEY R R E3:)
statements of subsidiaries ME 5 Z R
outside the Mainland China 2,658 (17,574)
Other comprehensive income HREM4ZEKE
for the period 2,658 (17,574)
Total comprehensive income HAa2Ek AR
for the period 183,491 (68,862)
Attributable to: BE:
Equity shareholders of RARIREREA
the Company 183,491 (68,862)
Total comprehensive income Hra2EkEARE
for the period 183,491 (68,862)

Note: The Group has initially applied IFRS 16 at 1 January 2019 using /it AEBR -_T—hLF—A—HEREE
BE A2 FE PR BB B A5 R e XE R S5 1655 - 1R
B %A L BER T EES - B2 -

the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 2.

The accompanying notes on pages 64 to 116 form part of this 5641168 K F& M i 31 # 5 28 o HA BF 7% =R

interim financial report. HH)— M -
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Consolidated Statement of Financial Position

S HMBRA R

At 30 June 2019 — unaudited R=ZZE—HFENA=1H —KKEX

(Expressed in Renminbi) (AARFI/R)

Non-current assets
Property, plant and equipment
Interests in an associate
Lease prepayments
Intangible assets
Deferred tax assets
Prepayment for acquisition

of non-current assets
Deposits

Current assets

Inventories

Trade and other receivables
Derivative financial assets
Pledged bank deposits
Cash and cash equivalents

Current liabilities

Bank borrowings

Trade and other payables
Contract liabilities

Lease liabilities

Derivative financial liabilities
Current tax payable

Net current assets/(liabilities)

Total assets less current liabilities

Note: The Group has initially applied IFRS 16 at 1 January 2019 using
the modified retrospective approach. Under this approach,
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comparative information is not restated. See Note 2.

The accompanying notes on pages 64 to 116 form part of this

interim financial report.

At At

30 June 31 December

2019 2018

R-ZE—hEF RZZE—N\F

VIR =l - — A =+—H

Note RMB’000 RMB’000
B it AR® T ARBEF T
(Note)

(H1az)

2,8 1,956,717 1,888,524
253,550 229,407

51,220 51,790

4,837 1,427

22,024 21,985

39,458 10,770

8,848 7,050

2,336,654 2,210,953

9 918,041 703,818
10 3,456,597 3,031,367
11 101,098 105,251
12 305,465 288,302
13 642,184 99,920
5,423,385 4,228,658

14 1,741,187 1,178,241
15 3,565,067 3,061,432
31,786 28,391

2(c) 5,730 -
11 2,975 201
4,989 1,835

5,351,734 4,270,100
71,651 (41,442)

2,408,305 2,169,511
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B % REMAEEY - B2 -
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Consolidated Statement of Financial Position

SHMBERAER

At 30 June 2019 - unaudited R=F—NFXA=+H -REHFX
(Expressed in Renminbi) (A ARSI R)

Non-current liabilities
Lease liabilities
Deferred income
Deferred tax liabilities

NET ASSETS

CAPITAL AND RESERVES

Share capital
Reserves

TOTAL EQUITY

Approved and authorised for issue by the board of directors on 12

August 2019.

He Ningning
Director

Note: The Group has initially applied IFRS 16 at 1 January 2019 using
the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 2.

The accompanying notes on pages 64 to 116 form part of this

interim financial report.

At At
30 June 31 December
2019 2018
R-ZZE—NF R-ZZT—)\F
AA=TH R
Note RMB’000 RMB’000
K it AR®T T ARET T
(Note)
(Htat)
kRBEE
HEaRE 2(c) 10,020 -
FEEU A 71,012 65,648
EXERIEEE 2,240 428
83,272 66,076
BEERE 2,325,033 2,103,435
BEAXRFHE
TN 16(b) 9,109 9,022
& 2,315,924 2,094,413
R 2,325,033 2,103,435

R RT3 -

Wang Jiangiang A2
Director =

B — 21 -
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Consolidated Statement of Changes in Equity
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Condensed Consolidated Cash Flow Statement
'FEJ i A'f#ﬁﬁuw;%c

For the six months ended 30 June 2019 — unaudited HZ —Z— AFNA=THIEANEA —REEZ
(Expressed in Renminbi) (JAA REFIR)

Six months ended 30 June
BEANA=1tHLEAREA

2019 2018
—E-NF —E—-N\F
Note RMB’000 RMB’000
Bt it ARBT T AR¥ETTT
(Note)
(Kiaz)
Operating activities KREFTH
Net cash generated from/(used in)  &&mE, (FFA)
operations FRE 13(b) 969,035 (268,708)
Income tax paid BFEH (14,271) (9,399)
Net cash generated from/(used in) K& EFB RS~
operating activities (FTRA)BE&FE 954,764 (278,107)
Investing activities REZTH
Payment for the purchase of BEWE BEX
property, plant and equipment BEANEN (222,970) (182,083)
Proceeds from disposal of property, HEWE - WHE K&
plant and equipment FAETE A 9,201 76
Payment for lease prepayment HEEMRERR - (29,188)
Payment for the purchase of BEEEEEMNK
intangible assets (3,671) -
Proceeds from other financial assets b & gl & &= FT15 28 - 206,745
Net payment for derivative PTESRMITARNZEEE
financial instruments (19,265) (833,298)
Interest received WA B 4,143 16,936
Change in pledged deposits B2 SEAERE 2
related to construction EEREFREE 80 800
Net cash (used in)/generated from REEE (FTA),~
investing activities FBRE&EFEE (232,482) 69,988
Note: The Group has initially applied IFRS 16 at 1 January 2019 using /it AEBR _Z—NLF— A —BERETE
the modified retrospective approach. Under this approach, ﬁﬁiﬁ%ﬂi[@éﬁﬁIf?%ﬂﬂ%#ﬁ%ﬁ—w%mﬁ o 1R
comparative information is not restated. See Note 2. B A A CRENWEES] - B2 -

The accompanying notes on pages 64 to 116 form part of this 56421165 &IBERT I TR AP BB IS 3R &5
interim financial report. B —HB1D ©
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Condensed Consolidated Cash Flow Statement
FEJ AA Aﬁﬁﬁﬁuwi%

For the six months ended 30 June 2019 — unaudited HZ —Z— AFNA=THIENEA —REEZ
(Expressed in Renminbi) (JAABR¥FIR)

Six months ended 30 June
BEAA=1tHLEAREA

2019 2018
—E-NF —ZE—-N\F
Note RMB’000 RMB’000
it AR®T R AR¥ETTT
(Note)
(Hiat)
Financing activities RMEED
Capital element of lease rentals paid B HEER S E AN TE 2(d) (1,979) -
Interest element of lease rentals paid ENHEREF Et=x 2(a) (248) =
Proceeds from share issued under 1R & BB AR i 51 8138 17
share option schemes 1% 15 B 15 3B 16(b) 36,659 54,592
Dividends paid to equity ERAARIBRERSEA
shareholders of the Company % 8 16(a) - (91,622)
Proceeds from bank borrowings RITE RPT1E IE 13(b) 751,206 447,593
Repayment of bank borrowings EERITER (856,227) (488,130)
Interest paid EAFF B (20,348) (5,854)
Change in pledged deposit related to Eﬁifﬁfﬂ AR 2
bank borrowing BHEBERE (89,371) 49,468
Net cash used in financing METEMARESTE
activities (180,308) (33,953)
Net increase/(decrease) in cash ReRBREEEY
and cash equivalents #@i Ohd) BHE 541,974 (242,072)
Cash and cash equivalents R—B—HHWHRER
at 1 January REEEY 13 99,920 464,982
Effect of foreign exchange rate B == 4% B 1Y 52
changes 290 903
Cash and cash equivalents RAB=+HHEER
at 30 June HEZEY 13 642,184 223,813
Note: The Group has initially applied IFRS 16 at 1 January 2019 using /it AEBR _Z—NLF— A —BERETE
the modified retrospective approach. Under this approach, WA FE R B R B A S BRI 165K o AR
comparative information is not restated. See Note 2. B A% EBRERWEES - BHiF2 -

The accompanying notes on pages 64 to 116 form part of this  $64Z116E AIBERT I B A BB IS 3R &5
interim financial report. B —&B 17 o
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

64

Basis of preparation

The interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, including compliance with International
Accounting Standard 34 (“IAS 34”"), Interim Financial
Reporting, issued by the International Accounting Standards
Board (“IASB”). It was authorised for issue on 12 August
2019.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2018
annual financial statements except for the accounting policy
changes that are expected to be reflected in the 2019 annual
financial statements. Details of any changes in accounting
policies are set out in Note 2.

The preparation of an interim financial report in conformity
with IAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results may
differ from these estimates.

The interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Company, its subsidiaries
(the “Group”) and the Group’s interests in an associate
since the 2018 annual financial statements. The condensed
consolidated interim financial statements and notes thereon
do not include all of the information required for full set of
financial statements prepared in accordance with International
Financial Reporting Standards (“IFRSs”).

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong Standard
on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the
entity, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).
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Notes to the Unaudited Interim Financial Report
REEZPHMBHREMNE

(Expressed in Renminbi unless otherwise indicated) (kBB AIN UARKETIR)

Changes in accounting policies

The IASB has issued a new IFRS, IFRS 16, Leases, and a
number of amendments to IFRSs that are first effective for the
current accounting period of the Group.

Except for IFRS 16, Leases, none of the amendments have
had a material effect on how the Group’s results and financial
position for the current or prior periods have been prepared
or presented in this interim financial report. The Group has
not applied any new standard or interpretation that is not yet
effective for the current accounting period.

IFRS 16, Leases

IFRS 16 replaces IAS 17, Leases, and the related
interpretations, IFRIC 4, Determining whether an arrangement
contains a lease, SIC 15, Operating leases —incentives, and
SIC 27, Evaluating the substance of transactions involving the
legal form of a lease. It introduces a single accounting model
for lessees, which requires a lessee to recognise a right-of-
use asset and a lease liability for all leases, except for leases
that have a lease term of 12 months or less (“short-term
leases”) and leases of low value assets. The lessor accounting
requirements are brought forward from IAS 17 substantially
unchanged.

The Group has initially applied IFRS 16 as from 1 January
2019. The Group has elected to use the modified
retrospective approach and has therefore recognised the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019. Comparative
information has not been restated and continues to be
reported under IAS 17.
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

2 Changes in accounting policies (continued)

66

IFRS 16, Leases (continueqd)

Further details of the nature and effect of the changes to

previous accounting policies and the transition options
applied are set out below:

(a) Changes in the accounting policies

()

New definition of a lease

The change in the definition of a lease mainly relates
to the concept of control. IFRS 16 defines a lease
on the basis of whether a customer controls the
use of an identified asset for a period of time, which
may be determined by a defined amount of use.
Control is conveyed where the customer has both
the right to direct the use of the identified asset and
to obtain substantially all of the economic benefits
from that use.

The Group applies the new definition of a lease
in IFRS 16 only to contracts that were entered
into or changed on or after 1 January 2019. For
contracts entered into before 1 January 2019, the
Group has used the transitional practical expedient
to grandfather the previous assessment of which
existing arrangements are or contain leases.

Accordingly, contracts that were previously
assessed as leases under IAS 17 continue to
be accounted for as leases under IFRS 16 and
contracts previously assessed as non-lease service
arrangements continue to be accounted for as
executory contracts.

Q Technology (Group) Company Limited Interim Report 2019
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Notes to the Unaudited Interim Financial Report
REEZPHMBHREMNE
(BB ERBEIN UAARKESTR)

(Expressed in Renminbi unless otherwise indicated)

2 BIHEzZ2® (&)

2 Changes in accounting policies (continued)

IFRS 16, Leases (continued) BB R ERE165E HE
(#%&)
(a) Changes in the accounting policies (continued) (a) BFfBEZZE (EF)
(i) Lessee accounting (i) AN BFFEEFE T %

B R Bt 7% i 5 2 R £ 1658
SIF% B BIBR & 5 £ RIH

IFRS 16 eliminates the requirement for a lessee to
classify leases as either operating leases or finance

leases, as was previously required by IAS 17.
Instead, the Group is required to capitalise all leases
when it is the lessee, including leases previously
classified as operating leases under IAS 17, other
than those short-term leases and leases of low-
value assets. As far as the Group is concerned,
these newly capitalised leases are primarily in

relation to property as disclosed in note 18(b).

Where the contract contains lease component(s)
and non-lease component(s), the Group has
elected not to separate non-lease components
and accounts for each lease component and any
associated non-lease components as a single lease
component for all leases.

When the Group enters into a lease in respect of
a low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis. The
lease payments associated with those leases which
are not capitalised are recognised as an expense on
a systematic basis over the lease term.

EsRE (£8) R DT 2019Fh Hiths
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

2 Changes in accounting policies (continued)

68

IFRS 16, Leases (continueqd)

(a) Changes in the accounting policies (continued)

(i)

Lessee accounting (continued)

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition,
the lease liability is measured at amortised cost and
interest expense is calculated using the effective
interest method. Variable lease payments that do
not depend on an index or rate are not included in
the measurement of the lease liability and hence are
charged to profit or loss in the accounting period in
which they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is
located, discounted to their present value, less any
lease incentives received.

The right-of-use asset is subsequently stated at
cost less accumulated depreciation and impairment
losses.
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Notes to the Unaudited Interim Financial Report
REEZPHMBHREMNE

(Expressed in Renminbi unless otherwise indicated) (kBB AIN UARKETIR)

2 Changes in accounting policies (continued)

IFRS 16, Leases (continued)

(a) Changes in the accounting policies (continued)
(i) Lessee accounting (continued)

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group’s estimate of the amount expected to be
payable under a residual value guarantee, or there is
a change arising from the reassessment of whether
the Group will be reasonably certain to exercise a
purchase, extension or termination option. When
the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in
profit or loss if the carrying amount of the right of-
use asset has been reduced to zero.

(b) Transitional impact

At the date of transition to IFRS 16 (i.e. 1 January 2019),
the Group determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted
using the relevant incremental borrowing rates at 1
January 2019. The weighted average of the incremental
borrowing rates used for determination of the present
value of the remaining lease payments was 4.75%.
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REEEBERMEHREERSE
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IFRS 16, Leases (continueqd)

(BR=EHEAN UAREIIR)

2 BIEERZz2® (&)

B PR B 35 R 5 BRI SE165% - HE

(%&)

(b) Transitional impact (continued)

To ease the transition to IFRS 16, the Group applied the
following recognition exemption and practical expedients
at the date of initial application of IFRS 16:

() the Group elected not to apply the requirements
of IFRS 16 in respect of the recognition of lease
liabilities and right-of-use assets to leases for
which the remaining lease term ends within 12
months from the date of initial application of IFRS
16, i.e. where the lease term ends on or before 31
December 2019;

(i) when measuring the lease liabilities at the date of
initial application of IFRS 16, the Group applied a
single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases
with a similar remaining lease term for a similar
class of underlying asset in a similar economic
environment); and

(i)  when measuring the right-of-use assets at the
date of initial application of IFRS 16, the Group
relied on the previous assessment for onerous
contract provisions as at 31 December 2018 as an
alternative to performing an impairment review.

Q Technology (Group) Company Limited Interim Report 2019

(b) BEZE (&)

BIEMBERRG B REERE16
REEE  AREREXERE
BREF IS RS ERIFE 165 E A
AT ERBRERATITERS
s

() AEECDEEIHEE (K
g NN &R ERBE R
M mEEE167E B
FEH1218 A R Em (BI7EH
R-B-—AF+-A=1+—
Bekzhischt) )EREE
BEREAEEERMEBER
B %5 i & 2 R B 165R% A9 R
iE

(i) RETEERIERBKRTBHR
EEBFEIHEERBZHE
BER AXEEHAFEE
BHUEESNEERAEFERE
—BRAIR R (a0 - FEEE L
BEIRIE NS A iE
BEERBAHEGTHBEMUN
HE) &

(i) T2 & X IER BRI R

HEBFEIRE R ZEH
EEER  AEBKBER
RZE-—NF+ZA=1—
HEZEES OB EE
BRETRERIHERA
A

o



Notes to the Unaudited Interim Financial Report
REEZPHMBHREMNE

(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

Changes in accounting policies (continued)

IFRS 16, Leases (continued)

(b) Transitional impact (continued)

The following table reconciles the operating lease
commitments as disclosed in note 18(b) as at 31
December 2018 to the opening balance for lease
liabilities recognised as at 1 January 2019:

BEERZBE (&)

BB ®EERE 165 HE
(%)

(b) BEZE (&)

TRAEMFISOMEER —-Z
—NFE+_A=+—"HHEE
HEAREE _—"T—hLhFqF—A—
AERNEEa R BHVER
B ¥ AR

Operating lease commitments at 31 R=ZZF-NE+=-A=+—HW
December 2018 REBERE 8,506
Less: commitments relating to leases B REERER
exempt from capitalisation: MEB AR :
— short-term leases and other leases — R BT & K& T HY
with remaining lease term ending on or RZE—NF
before 31 December 2019 +-A=+—HsX
ZABlE M EMEE (1,657)
6,849
Less: total future interest expenses AR R B AR RE (457)
Present value of remaining lease payments, PURIE &AM RBGBAR T
discounted using the incremental borrowing M & FIRE KR
rate and total lease liabilities recognised —E-NEF—A—BERN
at 1 January 2019 HEaFEER 6,392
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2 Changes in accounting policies (continued) 2 3t BEZ8F (&)
IFRS 16, Leases (continued) BRETHS R ERIZE165% HE
(#&)
(b) Transitional impact (continued) (b) BEZE(E)
The right-of-use assets in relation to leases previously HERDEAKREHNENHEE
classified as operating leases have been recognised el E’jﬁﬁﬁ BEEEDER HS
at an amount equal to the amount recognised for the BMEERGTNTHEAEND E
remaining lease liabilities, adjusted by the amount of any ReE IR —_FE—-—NE+_A
prepaid or accrued lease payments relating to that lease = t+t—HEBMBARNKALE
recognised in the statement of financial position at 31 AHEZ B EME El’] EE o] ¥& 1~
December 2018, SRS E (KRBT -
The Group presents right-of-use assets in ‘property, NEBRFTBERRKAEZSEH
plant and equipment’ and presents lease liabilities BEEFATYE BENLE
separately in the statement of financial position. HBITEBFE2HEEAGE
The following table summarises the impacts of the TREBIMNAARNERS B 7R
adoption of IFRS 16 on the Group’s consolidated 93/ B 4N . A SRS R E
statement of financial position: 1652 &
Carrying
amount at Capitalisation Carrying
31 December of operating amount at
2018  lease contracts 1 January 2019
RZZE—-N\F RZZE-hEF
+ZA=+—H KEMRERY —H—H
ZREE E¥N (e ZEEEE
RMB’000 RMB’000 RMB’000
ARETT ARBT T AREFT
Line items in the ZRMAEBMERE
consolidated statement ERIE16HTEZ
of financial position BOTBERRE
impacted by the adoption HER .
of IFRS 16:
Property, plant and equipment ¥ % « BB & &% & 1,888,524 6,392 1,894,916
Total non-current assets FRBEERME 2,210,953 6,392 2,217,345
Lease liabilities (current) MESE (AE) = (3,319) (3,319)
Current liabilities REBEE 4,270,100 (3,319) 4,266,781
Net current liabilities RBEEFE (41,442) (3,319) (44,761)
Total assets less HEERRBEE 2,169,511 3,073 2,172,584
current liabilities
Lease liabilities (non-current) T E & & (3ERVER) = (3,073) (3,073)
Total non-current liabilites R EEEFHEE 66,076 (3,073) 63,003
Net assets EERAE 2,103,435 - 2,103,435
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2 Changes in accounting policies (continued) 2 &3t BE28E (2Z)

IFRS 16, Leases (continued) BB ARG ERA 165 HE
(&)
(b) Transitional impact (continued) (b) BEZEZ(E)
The analysis of the net book value of the Group’s right- Ty ARNEBRIZHBEERER
of-use assets by class of underlying asset at the end of BpzERBEENHREEKR
the reporting period and at the date of transition to IFRS LBEEEBEMEHREEDFE
16 is as follows: 165 E B 2 BREFEDT -

At 30 June At 1 January
2019 2019
R=ZF—-h#F RZE—NF
A~AB=1+H —H—H
RMB’000 RMB’000
ARBT T ARBTT

Properties leased for own use, &R ¥ & ok A& 51| BR A9
carried at depreciated cost EREEYE 15,630 6,392

EStRE (M) ERAT 20105 mms (3
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2 Changes in accounting policies (continued) 2 it HREZEE (Z)

IFRS 16, Leases (continued) BB B SR E A 165 HE
(%)

(c) Lease liabilities (c) #HEEE
The remaining contractual maturities of the Group'’s lease T§IJ7‘%$’$ BASREH R
liabilities at the end of the reporting period and at the BEFTEBRM RS ERE
date of transition to IFRS 16 are as follows: 16 ERH CHEBEHT

AR
At 30 June 2019 At 1 January 2019
R-ZB-AEARA=TH R-ZZ-hLE—A—H

Present

value of the
minimum Total
lease minimum lease
payments payments

REAE RIEAE
R RE pEEL
RMB’000 RMB’000
ARBTR  AR®TR

Within 1 year 1R 5,730 5,948 3,319 3,477
After 1 year but within 2 years 1 & {ER2F R 3,950 4,281 3,073 3,372
After 2 years but within 5 years 2 & B RA5E R 6,070 7,156 = =
10,020 11,437 3,073 3,372
15,750 17,385 6,392 6,849

Less: total future interest B R RF B Y AR
expenses (1,635) (457)
Present value of lease liabilties T EBEZHE 15,750 6,392
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2 Changes in accounting policies (continued) 2 E3tBEZ2F (&)

IFRS 16, Leases (continued) BPRE R EERIZE165% HE
(#&)

(d) Impact on the financial result, segment results and

(d) HEEFYBERE 7HREARE

cash flows of the Group

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as a
lessee is required to recognise interest expense accrued
on the outstanding balance of the lease liability, and
the depreciation of the right-of-use asset, instead of
the previous policy of recognising rental expenses
incurred under operating leases on a straight-line basis
over the lease term. This results in a positive impact
on the reported profit from operations in the Group’s
consolidated statement of profit or loss, as compared to
the results if IAS 17 had been applied during the period.

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases
into their capital element and interest element. These
elements are classified as financing cash outflows,
similar to how leases previously classified as finance
leases under |IAS 17 were treated, rather than as
operating cash outflows, as was the case for operating
leases under IAS 17. Although total cash flows are
unaffected, the adoption of IFRS 16 therefore results in
a significant change in presentation of cash flows within
the cash flow statement.

ERBZE

R-B-—NF—HA—-BVHE
REAREELMEEAGBER K
S8 (ERABA)AEREE
BENAREEERTELNF
BRXAREREEENITE -
3 48 £ bA B AR & T R T 1
NEEHEELNHEHERSHN
BER - BN HARABRES
ERFATSRASOEEMRL - 1t
HARBEHBERTETH
REMERaMELTHTE -

RESRERT A58 (R
AN BRRBENMCEES
NHEEs REEAERLA
BER -RFRREIEARBMER
it BEEREEERFE17HR
BIRERE -5 BURE
AIRIEBER @t £ FE175R D
BEAREMENHERETR -
MIERERE R -Hith - BE
ReRERBEIXTE RKAE
R RS R F 165 8 F 2
BeREXRNBELREZIN
BEXEH-
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2 Changes in accounting policies (continued)
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IFRS 16, Leases (continued)

(d) Impact on the financial result, segment results and

cash flows of the Group (continued)

The following tables may give an indication of the
estimated impact of adoption of IFRS 16 on the Group’s
financial result, segment results and cash flows for
the six months ended 30 June 2019, by adjusting
the amounts reported under IFRS 16 in these interim
financial statements to compute estimates of the
hypothetical amounts that would have been recognised
under IAS 17 if this superseded standard had continued
to apply to 2019 instead of IFRS 16, and by comparing
these hypothetical amounts for 2019 with the actual
2018 corresponding amounts which were prepared
under IAS 17.

Q Technology (Group) Company Limited Interim Report 2019

(BR=EHEAN UAREIIR)
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2 Changes in accounting policies (continued) 2 it HREZEE (&)

IFRS 16, Leases (continued) BIFR B i s E R 1655 HE
(&)
(d) Impact on the financial result, segment results and (d) HEXEEHBEE THEERE
cash flows of the Group (continued) ETREZHE (F)
2019 2018
ZE-NF —T-N\F

Deduct:

Estimated

amounts
Add back: related to Hypothetical Compared
Amounts IFRS 16 operating amounts for RGN
reported depreciation lease as if PANCIEERT  reported for
under and interest under IAS 17 UG 2018 under
IFRS 16 expense (note 1) IAS 17 IAS 17

Mk

miiE
ER et WARE WL
mE:ER ERE17R ElE3=-6 il
R4 B MR E BRKE  ERIEITH E17%
B®RE  ERIE165 HEMW fEH 28HH
ZRIE16% HER e ZE-hF Eeagits
ERNEE S X (Hrit1) BELE Gk cVic)nd

(A) (B) (6)  (D=A+B-C)

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETR AR%TR ARBTT BNLEwD

Financial result for the ZHRMEBRHEREER
six months ended 30 June SF16HEFENEE

2019 impacted by the —E-AEXA=+AHL

adoption of IFRS 16: NERMBEE:
Profit/(loss) from operations &% %%,/ (EE) 198,532 2,096 2,227 198,401 (14,457)
Finance costs AR (23,481) 248 = (23,233) (21,400)
Profit/(loss) before taxation BRBiATEF/ (EE) 200,030 2,344 2,227 200,147 (60,671)
Profit/(loss) for the period ~ HIREF /(&) 180,833 2,344 2,227 180,950 (51,288)
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2 Changes in accounting policies (continued)
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IFRS 16, Leases (continued)

(d) Impact on the financial result, segment results and
cash flows of the Group (continued)

Line items in the condensed 3% 5 4 B B 7 7% 3% 45 2% 8
consolidated cash flow B16HRFENBE
statement for the six —E-hEANA=t+HL
months ended 30 June 2019 KB ANBHEHERES
impacted by the adoption of HEBXREHR :

IFRS 16:

Net cash generated from/ e/ (FR)FRE
(used in) operations
Net cash generated from/ BEmE/ (FRA)BRLFE

(used in) operating activities

Capital element of lease ENHEEMNERER
rentals paid

Interest element of lease ENHEENFEER
rentals paid

Net cash used in REZBARSEE

financing activities

Q Technology (Group) Company Limited Interim Report 2019

(BR=EHEHAIN AAREIIR)

2 ERBERz8H (&)

BB SR ERE165%  HE
(&)

(d) HEAFEYHRE TEHFERE
ERBZHE (E)

Amounts
reported
under
IFRS 16

115 B %
% ®E
R 165
ERNEHE
A)
RMB’000
ARETR

969,035

954,764

(1,979)

(248)

(180,308)

2019
—E-hF
Estimated
amounts

related to
operating
leases as if
under |IAS 17
(notes 1 & 2)
WMAR B
Bast

R E175
RgE
HEW
fhet &8
(Ktiz1k2)
(2))
RMB’000
ARET R

(2,227)

(2,227)

1,979

248

2,227

Hypothetical
amounts for
2019 as if
under

IAS 17

miRiE
Epest
B SE175
fEH
—E—hEF
BERLHE
(C=A+B)
RMB’000
AR TR

966,808

952,537

(178,081)

2018
—E-N\F

Compared
to amounts
reported
under

IAS 17

BB R B
S5 AR
BT
Z2RE
SEML

RMB'000
ARBTT

(268,708)

(278,107)

(33,953)
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2 Changes in accounting policies (continued)

IFRS 16, Leases (continued)

(d) Impact on the financial result, segment results and

cash flows of the Group (continued)

Note 1:

Note 2:

The “estimated amounts related to operating leases”
is an estimate of the amounts of the cash flows in
2019 that relate to leases which would have been
classified as operating leases, if IAS 17 had still
applied in 2019. This estimate assumes that there
were no difference between rentals and cash flows
and that all of the new leases entered into in 2019
would have been classified as operating leases
under IAS 17, if IAS 17 had still applied in 2019. Any

potential net tax effect is ignored.

In this impact table these cash outflows are
reclassified from financing to operating in order
to compute hypothetical amounts of net cash
generated from operating activities and net cash
used in financing activities as if IAS 17 still applied.

(BR=FEHEAN AARKETIR)

2 BIRBXRZ8H (ZF

B PR Bt 5 3t

(%)

EEH|FE16% - HE

(d) HEEFYBERE 7HREARE

ERE

Hiiz:

Hiiz2:

ESARHE (RE) AR AR 2019F P HME

TE(E)

B R &£ FE17HRR
“E-NAFNHRER A
(ERGEHEENGTE
BIRR_T-hFHEHE
WOBRKEHENZSE
HERBENRSREME
TR oZGFIRERESE
BengzhRtEER.
BiRBIR &t ERIF175
R-Z-NENRER-
ARBER G5 ERE17
BoRBER_-ZE—-NFAT
YHHHEEE RO BARK
LHE - ERBENFR
U 2815 1S 1 R R
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80

Revenue and segment reporting

The principal activities of the Group are manufacturing and
sales of camera modules and fingerprint recognition modules
for mobile phones and other mobile communication terminals.
Revenue represents the sales value of goods sold, excludes
VAT and is after deduction of any trade discounts.

The Group manages its businesses by business lines. In
a manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment, the Group has identified reportable
segments as follows:

—  Design, manufacture and sales of camera modules

—  Design, manufacture and sales of fingerprint recognition
modules

No operating segments have been aggregated to form the
reportable segments of the Group.

(BR=EHEAN UAREIIR)

W zs 2 2 BF R B

AEENEIEXBREERHEET
BEEBBBBELRNEEREAR
MERENENRE - Wt ES
VEHEEE TeREEEN B
BREAR S -

AEBREBRELEZE - EEA
SESESRNTERERIRER
EEEFEEZHALENNT A —
B AKECERNARE DT

- B REREEEEELA

- REF RERIHE R AIRE

REKARED AR HEZED
A

Fingerprint  Subtotal of
Camera  recognition reportable
modules modules segments Others Total
B CE
BEREEA H AR A DEB/NEE Hit st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AREFTT ARBTRT ARETT ARBTR
Six months ended BE-Z—NF
30 June 2019 AAETHLEAEA
Revenue Wz 3,917,299 1,121,750 5,039,049 21,896 5,060,945
Cost of sales HE M A (3,618,716)  (1,008,751)  (4,627,467) (18,273)  (4,645,740)
Gross profit EF 298,583 112,999 411,582 3,623 415,205
Six months ended BE-_Z2—-N\&
30 June 2018 AB=+HIAEAR
Revenue Wz 2,580,461 620,921 3,201,382 5,330 3,206,712
Cost of sales HEK A (2,494,539) (669,985)  (3,164,524) (8,132)  (3,167,656)
Gross profit sl 85,922 (49,064) 36,858 2,198 39,056
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Revenue and segment reporting
(continued)

Others mainly represent revenue from sales of waste materials
and the service of technical support.

Segment profit represents the gross profit earned by each
segment without allocation of expenses and other income
and profit/(loss) for the period. This is the measure reported to
the most senior executive management of the Group for the
purposes of resource allocation and assessment of segment
performance.

The Group does not allocate specific assets or liabilities
to the operating segments as the most senior executive
management does not use the information to measure the
performance of the segments.

The Group’s revenue by geographical location is determined
by the location of operation of the contracting parties.

H Al = R BEF H B R ST 55 AR
5 H) W 2

DEBMES BRI EF B
BREASERS RE M A K
mﬁ/(%%)%ﬁﬁ$ﬁlﬁ
ERRNTEREBRERSELD
REFEE2EMEtERERA -

AEBIEIRNEFEEEXRER
REDE RAR/ZKESBATERE
WREREBERFEDHRR -

AREBERMWIEME S 5 rWaE TR
BEANTHEE BT -

EStR () ARAT 2010 mms  S1
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82

Revenue and segment reporting
(continued)

(BR=EHEAN UAREIIR)

3 WmkoBERE (&)

Six months ended 30 June
BEXNA=1tHILEAREA

Revenue U 2%
PRC (including Hong Kong) PR (BEES)
Overseas NEEIN

The Group had three (six months ended 30 June 2018: four)
customers with whom transactions have exceeded 10%
of the Group’s revenue for the six months ended 30 June
2019. The amount of sales to these customers amounted
to approximately RMB3,988,530,000 (six months ended 30
June 2018: RMB2,550,409,000).

For the six months ended 30 June 2019 and 2018, certain
amounts of revenue are related to sales made to related
parties (see Note 19).

The Group normally experiences on average 20% to 30%
higher sales in the second half year, compared to the first half
year. As a result, the Group typically reports lower revenues
for the first half of the year than the second half.

For the twelve months ended 30 June 2019, the Group
reported revenue of approximately RMB9,989,394,000
(twelve months ended 30 June 2018: approximately
RMB7,540,672,000).
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2019 2018
—2-NF —E-N\F
RMB’000 RMB’000
AR®TR ARBTITT
4,876,339 3,076,957
184,606 129,755
5,060,945 3,206,712

HE-_Z—NAF~A=+HLEARE
A AEBE=-ZF(HE_ZF— N\
FRNAZFTHIEANEARA IH)E
PR SHEBARAEEKRZEAI0% °
MZSEEFHNEEENEARE
3,988,530,000L (HHE=ZZT— N\
FRNAZFTHLEARBA:- AR
2,550,409,0007¢ ) °

HE_Z—NEFhk-_F—N\FAH
=t+BULHEARER & :Fﬂim@%ﬁjﬁ
EEMBEAELNEE (RWE
19) °

AEBTHEFZHERER LLFF
918 N20% E30% © B It - K&
B ¥ FHES WS —RERT ¥
f‘fo

@E—ﬁ—ﬂiﬁﬂ:+5¢+:
BA AEEHBREZHARE
99893WHMQE(QJ;7§‘J\¢
ANAZTHLETZ@A - HARE
7,540,672,0007T) ©
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(Expressed in Renminbi unless otherwise indicated)

4 Other revenue and other net loss 4

Htb W & HAFE R

Six months ended 30 June
BEANA=1tHLEAREA

2019 2018
—E-h#F —ZT-N\F
RMB’000 RMB’000
AR® TR AREETTT
Other revenue H 1 2
Government grants BT 488 B 6,489 82,711
Unrealised gain on other HitheMEERE RIS
financial assets - 13,929
Interest income B A 4,987 3,007
Others Hitp 3 372
11,479 100,019
Other net loss HiFEE
Net foreign exchange loss HINE & 18 F RE (15,516) 6,117)
Net realised and unrealised (loss)/ INERESNNEER K
gain on foreign exchange option RER (BE)/
contracts W &5 (18,846) 968
Net realised and unrealised loss on  MERIANNEER K
foreign currency forward contracts REFEIEFER (2,998) (600)
Loss on disposal of property, HEME BE K
plant and equipment R EE (3,407) (272)
(40,767) (6,021)
EStRH (RE)ERAT 0105 Hs 83
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5 Profit/(loss) before taxation 5 BRFIADER (E5E)
Profit/(loss) before taxation is arrived at after charging: B A A (EE) Rk T &
HRER:

Six months ended 30 June
BEANA=1tHILEAREA

2019 2018
ZE-NF —E-)\F
RMB’000 RMB’000
AR®B T ARETT
(Note)
(Hraz)
(a) Finance costs (a) MEAE
Interest on bank borrowings RITEEF B 23,233 21,400
Interest on lease liabilities HEAGBFE 248 -
23,481 21,400
Note: Hiat -
The Group has initially applied IFRS 16 at 1 January 2019 using the AEBERZZTE—NF—A—AFERK
modified retrospective approach. Under this approach, comparative 18T 1B % B X FE PR B BR B 7% 3 &5 2 Al
information is not restated. See Note 2. F16% - IRIBEZ A HRERWEES
5l RHtzE2 -
Six months ended 30 June
BEANA=1THLEREA
2019 2018
—E-hE —ZT—N\F
RMB’000 RMB’000
ARE T AREFIT
(b) Staff costs (b) BI AR
Contributions to defined R EHFORIKRET IR
contribution retirement plans 8,376 6,829
Salaries, wages and other He IERHEMETR
benefits 280,578 286,993
Equity-settled share based NS EERNRG
payment expenses X 1,448 3,399

290,402 297,221
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(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

Profit/(loss) before taxation (continued) 5 BREANER(FE) (&)

Six months ended 30 June
BEANA=1THLEREAR

2019 2018
—E-hF —E—N\E
RMB’000 RMB’000
(Note (1)
(H1EEam))
(c) Other items (c) HtbEE
Amortisation #E
- lease prepayments —HEBEMNZKE 570 510
— intangible assets —-BREE 261 81
Depreciation e
— owned assets —-BEEE 131,945 109,435
— right-of-use assets —FREEE 2,096 =
Auditors’ remuneration 1% 25 B %7 B 600 600
Operating lease charges in EEMENKEHEER
respect of properties 2,826 7,667
Research and development B A A (BT a2 ())
costs (Note (i) 139,306 99,199
Cost of inventories (Note (iii)) TFEKA (B i) 4,711,220 3,196,284
Impairment losses on trade and B 5 & E i FE Y sk IE
other receivables BIEBE 407 =
Notes: B EE -
() The Group has initially applied IFRS 16 at 1 January 2019 using i) AEBER-_ZT—hLF—HA—Hf
the modified retrospective approach. Under this approach, B A& BB R A 1) 2 e AR IR R B
comparative information is not restated. See Note 2. LR E165 - IRIBRZ S A LR

BRIWARTLAED - BHTFE2

ESNE (£ ARAT 019 HHE  SD
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(Expressed in Renminbi unless otherwise indicated)

5 Profit/(loss) before taxation (continued)

86

Notes: (continued)

(i)

(i)

Research and development costs include staff costs of
employees in the design, research and development department
of approximately RMB45,649,000 for the six months ended 30
June 2019 (six months ended 30 June 2018: approximately
RMB40,463,000) respectively which are included in the staff

costs as disclosed in Note 5(b).

The criteria for the recognition of such costs as an asset are
generally not met until late in the development state of the
project when the remaining development costs are immaterial.
Hence both research costs and development costs are
generally recognised as expenses in the period in which they

are incurred.

Cost of inventories includes approximately RMB329,059,000
for the six months ended 30 June 2019 (six months ended 30
June 2018: approximately RMB327,291,000) relating to staff
costs, depreciation and amortisation expenses, which amounts
are also included in the respective total amounts disclosed
separately above or in Note 5(b) and Note 5(c) for each of these

types of expenses.

Q Technology (Group) Company Limited Interim Report 2019

(BR=EHEAN UAREIIR)

5 BRBANER (BR) (&)

K (&)

(it

(i)

BERADRBIEEE=Z— N
i/\ﬂ + B N8 A RE

BFﬁﬁ,\Eﬁ;ﬁI}ﬂMﬁ’U/\Eﬁ%
45 649,000 (BRE =T — N\ F
ANAZTHRALEAREA - HARE
40,463,0007T) + & At 3E5(0)# F
BB IR

RZERAER RS —REENTE

—HREEE A FAEIRERIR T
BERAALTNERTA EWE - Bt
MEAARFAERAR-—RREEE
HIMMR R -

BHE-_Z-NAF~A=+H8HL
ANEA FEXABEHARYE
329,059,000 (BHZE =T —N\F
NAZTHLEABEA AR
327,291,0007T) * 7 B 2 B T X
N FEREBERAYER 258
Mt AS AR E L NEBRERE
R F 5E5(0) R B 5E5 () BRI B 18
BowE-
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REEZPHMBHREMNE

(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

Income tax in the consolidated income
statement

Income tax in the consolidated income statement represents:

B RERTHAED

BHRERTAAEDIE

Current tax RO EAT 18

- PRC Corporate Income Tax — BTG
Deferred taxation EAERL I
Total @t

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

(i) Kunshan Q Technology (Hong Kong) Limited (“Kunshan
QT Hong Kong”) is subject to Hong Kong Profits Tax at
16.5%. No provision was made for Hong Kong Profits
Tax in the six months ended 30 June 2019 (six months
ended 30 June 2018: nil) as the Group did not earn
any assessable profit subject to Hong Kong Profits Tax
during related periods.

Six months ended 30 June
BEXBA=1+RHLEAEA
2019 2018
—F-NF —T-N\F
RMB’000 RMB’000
ARBT T ARBTT

17,432 4,617
1,765 (14,000)
19,197 (9,383)

(if)

RERSBREMRBREIHS
(TRBRXES]) AR A
B AEEBANHSEHERR
BRZESHMIMAER-

Kunshan Q Technology (Hong
Kong) Limited ([E L K&
1) BE16.5%M T EKHMNE
BAEH AR AEEREEC
Z-NFEANA=THILEAREA
I & RS E R BB E B RS
750 B B FR Tt g )+ #8070 AR B HA
WEREBNEHIELBE (&
ZET-NEFEXRA=TAHIER
@A &)

EStRE (M) ARAT 20105 hHms S
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6

88

Income tax in the consolidated income
statement (continued)

(i)

(iv)

Effective from 1 January 2008, the PRC statutory
income tax rate is 25%. Kunshan Q Technology Limited
(“Kunshan QT China”) was qualified as a High and
New Technology Enterprise (‘HNTE”) in 2009, and had
successfully renewed the HNTE qualification on 21 May
2012 and 6 July 2015 and 24 October 2018 respectively
and continued to enjoy a preferential income tax rate of
15% for another three years commenced from 1 January
2018.

According to the PRC Corporate Income Tax Law
and its related regulations, the Group is subject to a
withholding tax at 10%, unless reduced by tax treaties
or arrangements, for dividends distributed by a PRC
enterprise to its immediate holding company outside
the PRC for earnings generated beginning on 1 January
2008 and undistributed earnings generated prior to 1
January 2008 are exempt from such withholding tax.
According to the China-HK Tax Arrangement and its
relevant regulations, a qualified Hong Kong tax resident
which is the “beneficial owner” and holds 25% or more
of a PRC enterprise is entitled to a reduced withholding
rate of 5%.

Q Technology (Group) Company Limited Interim Report 2019

(BR=EHEAN UAREIIR)

6 SHRBERPHIAEHR (&)

(i)

BE-_EZNFEF—H—HE 7
B 5 )5 E AT 15 B B X R25% ©
BLERKMEFRFERAF
(TREWEKFABR])R=ZZFFE
NEESSFRMEE (TS
RMtE]E®R DR
T——_FAA-_+—HEKZZT
—hAFEtARNBE_FE—N\F
+TAZtTHBEXEFT ST
ME¥ER BT —N\F—A
—BEFSIN=ZFBZEIGY%
MEEMEHE-

BIEFBRCEMREHRERER
BRE ASEARTRNER
—TEENF-H—HEFES
B 2 ) ) oA B SR AN B R P AR
NED IR EIE10% (MHERE
U1 E Sk BEFRRBR SN ) B9
KEWMBIR R NF—
A—HAELEMNAD REFE
B BMZBTEIR - RIBEH B
MRS Lo R ERERE &
BIEZHEAAN] UTHERED
FB%FI N LREENEERE
BHBERBEBIZS %L
A B E N FL o
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(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

7 Earnings per share

(a) Basic earnings per share

The calculation of basic earnings per share is based on
the profit attributable to ordinary equity shareholders of
the Company of approximately RMB180,833,000 (six
months ended 30 June 2018: loss of approximately
RMB51,288,000) and the weighted average of
1,136,645,000 ordinary shares (six months ended 30
June 2018: weighted average of 1,123,372,000 ordinary
shares) in issue during the interim period, calculated as
follows:

(i) Weighted average number of ordinary shares

R—A—HH

Issued ordinary shares

at 1 January EETLER
Effect of share options exercised 77 1 & A% #E &Y

Weighted average number of RANA=+HH
T3 AR 19 8

ordinary shares at 30 June

7 BRER

() BREXREF

BERERBFTIARNA R LB
KREZFEEABGEFNOARE
180,833,000t (HE=ZF— N
FRNAZ+HLEAREAR :EE
# AR #51,288,0007T ) & HA
HERE BTEBRMEFY
#(1,136,645,000 (A2 =&
—NEARNAZ=ZTHLAEAR E
A% INAE 59 01,128,372,000
R)BEEHE FEHFA W
T

() EEKRMEFTE

Six months ended 30 June

BEAA=+tHLEREAR
2018
—E-N\F
'000
TRk

1,131,722 1,115,697
4,923 7,775

1,136,645 1,123,372

ESNE (EE) ARAT 019 HHs S9
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R AR 1% P A RS o o B EE

(Expressed in Renminbi unless otherwise indicated) (kBB EAIN UARKETIR)

7 Earnings per share (continued) 7 BRERN (&)

(b) Diluted earnings per share (b) EREBEER

The calculation of diluted earnings per share is based
on the profit attributable to ordinary equity shareholders
of the Company of approximately RMB180,833,000
(six months ended 30 June 2018: loss of approximately
RMB51,288,000) and the weighted average number of
ordinary shares of 1,143,925,000 (six months ended 30
June 2018: weighted average of 1,123,372,000 ordinary
shares).

(i) Weighted average number of ordinary shares

ERBERFNTIARRAL B
REREABGEFNOARE
180,833,000t (HE=ZF— N\
FRNAZ+HLEARER: BB
# AR ¥51,288,000T) M &
A% NAE ¥ 801,143,925,000
% (E&:t__.i —NFRNA=ZT+
BIENEA: EBIRMETY
#1,123,372,0000% ) & & % =t
;'éo

() BERMEFITE (#E)

(diluted)
Six months ended 30 June
BEXA=t+HLEAKEA
2018
—N\F
‘000
TR
Weighted average number of RANA=Z+H®
ordinary shares at 30 June I 38 A% N AE 15 8K 1,136,645 1,123,372
Effect of deemed issue of shares R {FIR & AN A 7
under the Company’s share E%Hﬂié?r £l
option scheme BORONEE 7,280 =
Weighted average number of RANA=+HH
i) 35 N7
ordinary shares (diluted) (Eﬁ& ;ﬂlﬁ%?i’] &
at 30 June ’ 1,143,925 1,123,372
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8 Property, plant and equipment

(a)

(b)

Right-of-use assets

As discussed in Note 2, the Group has initially applied
IFRS 16 using the modified retrospective method and
adjusted the opening balances at 1 January 2019 to
recognise right-of-use assets relating to leases which
were previously classified as operating leases under IAS
17. Further details on the net book value of the Group’
s right-of-use assets by class of underlying asset are set
out in note 2.

During the six months ended 30 June 2019, the Group
entered into one lease agreement for use of warehouse,
and therefore, recognised the additions to right-of-use
assets of approximately RMB11,348,000.

Acquisitions and disposals of owned assets

During the six months ended 30 June 2019, the Group
acquired items of property, plant and equipment with
a cost of approximately RMB197,102,000 (six months
ended 30 June 2018: approximately RMB332,536,000).
ltems of property, plant and equipment with a net
book value of approximately RMB12,608,000 were
disposed of during the six months ended 30 June
2019 (six months ended 30 June 2018: approximately
RMB348,000), resulting in a loss on disposal of
approximately RMB3,407,000 (six months ended 30
June 2018: approximately RMB272,000).

(BR=EHEAN LAREIIR)

8 ME MENKRKE

(a)

(b)

EsRE (£8) R DT 2019Fh Hiths

ERAEEE

I 2T AT A A EE B R
—E-NF-A-BEREE
BB WA T 2 e R B R B A R
&R E 1657 I H ) AR 1
th 38 B LA e 57 B 5 B AR 9% B R
SR EMBITROBAKEH
ECHERBCEREEE K
SEZBEEERMNSI D 2E
REEEZERmMFEIE ¥
AHBENMEE2

HE-_ZE—hAhFX~A=1+81E
ANER AEEREEFERTL
HEWwZE RELERERE
BEEEMLY AR ¥A11,348,000
il

BWERLEBREE

BHE-_FT—hF&~A=Z1+81
ANEA AEBIEKAHAR
#197,102,000c (A E -
—N\NEFERNAZ+HLEREA:
#) A R #332,536,0007T ) B8
ME HBERZEERE - REF
BA#H AR12,608,0007T 2
ME- BELRZEEEREEZEC
E-NAFENA=F+HIEAMEAR
HE (22— N\FAA=*
HiE/<E A : £ A K®348,000
) BREALEEBBEHOAR
#3,407,000C (BRZ=ZF— N
FRAZFTHLERNEA - HAR
#0272 ,0007T) °
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9 Inventories 9 FE&
Inventories in the consolidated statement of financial position AEHTBRARTNTGFEERRE:
comprise:

AN Sl At 31 December
2019 2018
R=F—hF RZE—)\F
AA=1H gyl

RMB’000 RMB’000
ARET T AREF T
Raw materials JR A K 328,353 250,776
Work in progress RS 266,131 202,395
Finished goods X & 338,793 262,266
933,277 715,437
Less: Allowance for doubtful debts  J& : R B8R B & (15,236) (11,619)
918,041 703,818

The analysis of amount of inventories as expenses and EERYF A BETPNEESERN

included in profit or loss is as follows: DT -

Six months ended 30 June
BEAA=1+RHLXEA

2019 2018

—E-—NF —E-NF

RMB’000 RMB’000

ARET AR¥ETTT

Carrying amount of inventories sold B HEFEMEREEE 4,635,230 3,160,089
Carrying amount of inventories BRAMBERNEED

recognised as research and REAE

development expenses 65,548 32,334

Write down of inventories 17 & HUR 10,442 3,861

4,711,220 3,196,284
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10 Trade and other receivables

(BR=FEHEAN AARKETIR)

10 EZ R EHMBEWRIE

ARl T SA At 31 December
2019 2018
R=Z-N%F ISl
AUCIR I —— A=+ —H
RMB’000 RMB’000
ARE T AREFIT
Trade receivables H 5 U FRIA
— third parties —-E=5 3,326,992 2,829,467
— related parties (Note 19(b)) —RAETT (KiZ19(b)) 725 4,242
Bills receivable e =1
— third parties —%=7 89,598 170,641
Trade and bills receivables B 5 e WOR A R e R R 3,417,315 3,004,350
Less: Allowance for doubtful debts 8 * R BR & & (938) (531)
3,416,377 3,003,819
Other deposits, prepayments H b 1% ié,, TR R K
and receivables AR R 40,220 27,548
3,456,597 3,031,367

(if

All of the trade and other receivables are expected to be
recovered or recognised as expense within one year.

As at 30 June 2019, trade receivables of approximately
RMB298,889,000 were pledged as security for bank
borrowings (31 December 2018: approximately
RMB147,825,000 were pledged as security for bills
payable and bank borrowings respectively) (see Note
14).

As at 30 June 2019, no bills receivable (31 December
2018: approximately RMB26,047,000) were pledged as
security for bills payable (see note 15(a)). Bills receivable
are due in 3 to 6 months from the date of issue.

(if)

ESARHE (RE) AR AR 2019F P HME

P 8 5 N E Al e W 50 T8 1
R —FRRE KR SR

R-ZZT—NFRA=ZTH HA
R ¥298,889,0007TH & 5 fE Uk
RBEEBIEABITHEROER
—E-NEFE+=A=+—H:
# AR #147,825,0007T 2 B K
HIEARNER MIBITERD
BIR) (RWzE14) ©

R_E—AFE~NA=Z+8"
BMEERBREE(ZZ—N\F
+ A=+ —"H HARE
26,047,0007T ) # A 7 & ] 1E
RENEBRNER (R K
15(a)) - EEHE B EHITA AL
ETZ=6ME A EIH -
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(Expressed in Renminbi unless otherwise indicated)

10 Trade and other receivables (continued)

94

(i)

(@)

The Group derecognised bills receivable when it
transferred bank acceptance bills to suppliers through
endorsement. Bill holders in due course preserve right
of recourse against the Group in case of dishonor of
the bills. As at 30 June 2019, the outstanding balance
of bills endorsed with recourse totaled approximately
RMB91,059,000 (31 December 2018: approximately
RMB166,409,000),
exposure to credit risk. All of these bills are due within

which represents the Group’s

one year.

Ageing analysis

As of the end of the reporting period, the ageing analysis
of trade and bills receivables (which are included in trade
and other receivables), based on the invoice date and
net of allowance for doubtful debts, is as follows:

10 EZ R EMBEWE

(i) XEER

(@)

Within 1 month 11E A AR
More than 1 month but

within 3 months

More than 3 months but HBiE3E A8 L RelE A
within 6 months
More than 6 months but HiEeE A E D R1F

within 1 year

Q Technology (Group) Company Limited Interim Report 2019
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(BR=EHEAN UAREIIR)

R (&)

NEERAERERT
%R%ﬁ%fﬁﬁﬁ 1F 7
RERZER -WEHEEEMN
AIEBFAEAERRBELRE
EMERE-R_TE—NLEAX
A=+H MEREEEZE
BEMAEERBAEEBHA
R #91,059,0007T (=& — )\
F+-_AZ=Z+—"H: HARKE
166,409,0007T)  HR KA &£
EEENEERR ZEREY
R—FREIE-

AR 2 A
RBEHR BRI DM

MR RERBEENE 5 R WA
LEWREE (EtAE S REM

FEW IR BRER D AT T -
A T At 31 December
2019 2018
R-E—NF RZE—N\F
AV-E=Rd=l - — A =+—H
RMB’000 RMB’000
ARET T AR®EF T
1,751,844 1,695,382
1,635,344 1,249,786
25,508 58,576
3,681 75
3,416,377 3,003,819
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10 Trade and other receivables (continued)
(b) Impairment of trade and bills receivables

Impairment losses in respect of trade and bills
receivables are recorded using an allowance account
unless the Group is satisfied that the recovery of the
amount is remote, in which case the impairment loss is
written off against trade and bills receivables directly.

The movement in the allowance for doubtful debts during
the period/year is as follows:

10 EZ R EMBWRE (&
(b) B8 5 8 U 30 I M R O R

B 5 e W3R K W R e R
BEEERBRERTE BRIEX
SEEMKROBBESER B
BB ERIBR T BE
BEEEREEZRUFALE
R EH -

8,/ FRREBEHREBNT

PO Il At 31 December

2019 2018

R-ZEB—h&F RZZE—N\F

VIR = —— A=+ —H

RMB’000 RMB’000

AR T AR¥ET T

At 1 January n—HA—H 531 349

Impairment losses recognised ERRBERSE 407 182
As at 30 June/31 December RANA=+H/

+=ZA=+—8H 938 531

11 Derivative financial assets and liabilities

11 TEEMEEREES

At 30 June 2019
R-ZE—-NFEXRA=+H

Notional
amount Assets Liabilities
EHESHE BE 8&
RMB’000 RMB’000 RMB’000
AR T AR TR AR®T T
Foreign currency derivative SMNESTHET A
instruments
- Forward contracts —RHEH 1,381,918 = (2,975)
— Option contracts —HESRN 855,900 101,098 -
Total FEE 2,237,818 101,098 (2,975)
ESNE (EE)ARAT 010Fhmms 9D



Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

11
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(BR=EHEAN UAREIIR)

Derivative financial assets and liabilities
(continued)

At 31 December 2018

N TEESHEERER (F)

R_B-—N\F+-A=1+—8H

Notional
amount Assets Liabilities
HELE BE Bf&
RMB’000 RMB’000 RMB’000
ARETFT ARET T ARBFT
Foreign currency derivative SNEPTET A
instruments
— Forward contracts —REEH 452,045 — (201)
— Option contracts —HEAD 1,153,361 105,251 -
Total @ 1,605,406 105,251 (201)

The Group entered into foreign currency option and foreign
currency forward contracts with banks. As at 30 June 2019,
the notional amount of outstanding contracts amounted
to approximately USD325,515,000 (31 December 2018:
approximately USD233,915,000). All these option and forward
contracts are matured within one year.

The fair value of the foreign currency option contracts is
measured using the Black-Scholes-Merton Model. Main
parameters used in the model include the spot price of the
foreign exchange rates as of the valuation date, strike rates,
forward foreign exchange rates, implied volatilities of foreign
exchange rates and the risk-free rates.

The fair value of foreign currency forward contracts takes into

account the market interest rate and the estimated future
pay-off of the foreign exchange forward contract.

Q Technology (Group) Company Limited Interim Report 2019

A £ @ 62 §R 17 5] 32 A0 B HARE K AN
ERPAH - R_ZE—NLEFE XA
=t+H RIHBAEHNZHESELD
#3825,515,000 kL (ZZE— N\ &F
+=A=+—H:%233,915,0003%
TL) cFTEZEFEHENEHEAHRN
—FREHo

SNESES DA TEDRRNS
S — AFFET — A A 52 o 4 R
RANEELUAEHGERNHE
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(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

12 Pledged bank deposits

12 SEARTERK

Pledged for
— bank borrowings (Note 714)
— bills payable (Note 15)
— letter of guarantee

Pledged bank deposits

13 Cash and cash equivalents

BAT & BEEM

—SRITER (Mat14)
— N ER (Hi15)

—HEREK

BEHEARITER

(@) Cash and cash equivalents comprise:

NN Sl At 31 December
2019 2018
R-ZE—hEF RZE—N\F
AV IR = - — H=+—H
RMB’000 RMB’000
ARBTT AR¥ETTT
295,071 205,700
10,394 82,522

- 80

305,465 288,302

13 RERRESEEY

(@ RERBRSEBYWERE:

Cash in hand
Cash at bank

Cash and cash equivalents
in the statement of financial
position and cash flow
statement

As at 30 June 2019, cash and cash equivalents
placed with banks in the Mainland China amounted to
approximately RMB550,812,000 (31 December 2018:
approximately RMB64,962,000). Remittance of funds out
of the Mainland China is subject to the relevant rules and
regulations of foreign exchange control promulgated by

the PRC government.

FHRRE
RITHER

R BERRERRE
MERAZRE N

BeEEY

AT At 31 December
2019 2018
R-ZE—hF RZE—N\F
ANA=TH [pyeil=!
RMB’000 RMB’000
ARET T AREFIT
140 21

642,044 99,899
642,184 99,920

R-_ZE—hEXA=+8"
AEBHFEAFBEABIRITH
RekREZEEWAEHAR
¥550,812,000C ( = &F — N\
F+_A=Z+—"H HARE
64,962,0007T) ° # & & [& B &
A H 78 3B 5F B U B AR
B 8 N & IR Bl SR A AR o

EStR () ARAT 20105 hms 97
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13 Cash and cash equivalents 13 AER[EEEY
(b) Major non-cash transactions b) EEHFREXH
For the six months ended 30 June 2019, major non-cash BEE—_ZE—hE,A=1+H1t
transactions included the following items: NEA FEFRERFEEN
TIEAB :

Six months ended 30 June
BEXA=t+HLEAEA
2019 2018
—B-hEF —E-N\F
RMB’000 RMB’000
ARBTT AR¥ETT

Settlements of trade payables directly HEHRZHEEHEE
by the bills endorsement 5N RIE 318,116 105,474

Settlements of trade payables directly BEEARITERED

57 b 5 >
by the bank through import trade = Zﬁiﬁ E%ié’% 5
loan facilities SIS AR 657,949 260,820
Total st 976,065 366,294
14 Bank borrowings 14 RITHER

As at 30 June 2019, the bank borrowings with effective RZE-—NFEAAA=ZTH BERA
interest rate of approximately 3.43% (31 December 2018: B BE3.43% (ZE—NF+=A
approximately 3.67%), were repayable within one year or on =+—HB:4367%)BEER—FR
demand as follows: FIREREENRITERE T :

NS At 31 December
2019 2018

R=ZB—hEF R-ZZTE—N\E
AR =l - — A =+—H

RMB’000 RMB’'000
ARET T AREF T
Bank borrowings RITIER
— secured (Note) —BHER (Kt 524,205 342,086
— unsecured — A 1,216,982 835,255

1,741,187 1,178,241
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14 Bank borrowings (continued) 14 SRITER (&)
Note: The bank borrowings were secured by assets of the Group Bl S(RITERBAEENEEEK
and the carrying amounts of these assets are as follows: WoZEEEMNE@RENT

At 30 June At 31 December

2019 2018
R=ZTB-—h%F RZZT—N\F
~xA=+0 [EEERE
RMB’000 RMB’000
ARET R ARBEF T
Pledged bank deposits (Note 12) B IBRITFE =
(Kii#12) 295,071 205,700
Trade receivables (Note 10(ij) Z 5 MW R IE
(KtzE100)) 298,889 147,825
593,960 353,525
15 Trade and other payables 15 ES R HMENSFIE

NSO TGEEN At 31 December
2019 2018
R-ZB—hIE RZZE—NF
Y=L d=l - — A =+—H
RMB’000 RMB’000
AR® T ARBTT

Trade payables and accruals EORNFIBERETER
— third parties —%=h 2,550,589 2,290,395
- related parties (Note 19(b)) —FBaEs (WaE190b)) 87,628 102,951

Bills payable (Note (a)) ER R (K5t (a))

— third parties —-E=7 650,243 399,892

Trade and bills payables EZRENREREMEE
(Note (b)) (Histm)) 3,288,460 2,793,238
Accrued payroll EFtTE 60,931 62,134
Other payables and accruals Hap et mE L ERT &R 109,485 95,522
Foreign currency option premium SN HA 1 & 106,191 110,538

3,565,067 3,061,432

ESNE (£ ARAT 019 mHs 99



Notes to the Unaudited Interim Financial Report

R AR 1% P H A RS o B R

(Expressed in Renminbi unless otherwise indicated)

15 Trade and other payables (continued)
All of the trade and other payables as at 30 June 2019 are
expected to be settled or recognised as income within one

year or are repayable on demand.

(a) Bills payable analysed by type of security

(BR=EHEHAIN AAREIIR)

15 BES RAEMENRE (&)
R-E-NGFAA=Z+EMFAAR
5 R H AL R 1 FOBTE IR — £ B
R ARARBREREE -

(a) REFERIMZENRE

PANSE{ONTTaSA At 31 December
2019 2018
R=F—hF RZZE—N\F
V=R =l - — A =+—H
RMB’000 RMB’000
AR T AREFT

Bills payable secured by AUATEEEERAMHARLZ

FERTE &
— Bills receivable (Note 10(if) —FEWEE (KaE7100i) - 21,805
— Pledged bank deposits — B RITIER

(Note 12) (Krat12) 103,939 70,445
103,939 92,250
Bills payable unsecured BEAEMNRERE 546,304 307,642
650,243 399,892
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15 Trade and other payables (continued) 15 ESGREMEMANTIE(Z
(b) An ageing analysis of the trade and bills payables based (b) REZAHESHNEZENK

on the invoice date is as follows:

HRENEBRORE DTN :

ANl TS At 31 December

2019 2018
R=-Z—NI#F R-T—N\F
AUCIER I —— A =+—H
RMB’000 RMB’000
AR® T AREFT
Within 3 months R3E A A 2,915,198 2,366,602
Over 3 months but B im31E B ER6ME A R
within 6 months 194,596 308,632
Over 6 months but BimelE B EM1IF AR
within 1 year 34,322 16,217
Over 1 year HEiE1EF 8,564 3,379
3,152,680 2,694,830
As at 30 June 2019, the accrued trade payables which RZZTE—-—hAhFNA=ZTH E
represented the amounts with no invoice received by B ZENRIE (BWmE SRR
the end of the reporting period, were amounted to WEBMEBEENRB)ORA
approximately RMB135,780,000 (31 December 2018: R #135,780,0000T (ZZE— N

approximately RMB98,408,000).

F+-_A=Z+—H: HAREK
98,408,0007T ) °

EstR (EE) ARAT 2010 hmms 101
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16 Capital, reserves and dividends 16 EX -RERRE
(a) Dividends (@ BRE
Dividends payable to equity shareholders attributable to A B EEESE R EH
the previous financial year, approved and paid during the M E NI 2 EMNRERS
interim period AR E
At 30 June At 30 June
2019 2018
R=Z—-hfF R_Z—N\F
NAZ=TH ~NA=Z1+H
RMB’000 RMB’000
AR®BT T AR¥ETTT
Final dividend in respect of REEFBFEER
the previous financial year, VAN FR B ER R L I
approved and paid during IR REREE B AR
the following interim period EH(HEZZ—N\#F
of RMB Nil cents (six months NAZTHIEAREA:
ended 30 June 2018: ART7.85
RMB7.8 cents equivalent (HER9.6/811))
to HK9.6 cents) - 91,622
The Company did not propose any interim dividend for RKABTEEZREHE_Z— N
the six months ended 30 June 2019 (six months ended FRA=Z+THIENEAREE
30 June 2018: nil). APHRE (BEZZE—-\FX
A=+THWLEAR: £&)-
(b) Share capital (b) B
Authorised and issued share capital HEEREZTRA
Number of
Shares Amount
BE A -
’000 HK$’000
F & FHET
Authorised: ERE
Ordinary shares of FRERmECOIE L EBR
HK$0.01 each 50,000,000 500,000
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16 Capital, reserves and dividends (continued) 16 BEZ - -#EERKRE (&)

(b) Share capital (continued) (b) BA&K (4#)
Authorised and issued share capital (continued) EERSZITIRAE (&)
Number of Nominal value of
shares ordinary shares
L] EEREE
‘000 HK$'000 RMB’000
T FET AREF T
Issued and fully paid: EETRARE:
At 1 January 2018 R-Z—-N\&E—HF—H 1,115,597 11,155 8,895
Shares issued under RIERE R RERT 2
Share Option Scheme BITRG 16,125 161 127

At 31 December 2018 and R =T —/\%F

1 January 2019 +ZA=+—-HEk
“E-hF—-A—H 1,131,722 11,316 9,022
Shares issued under 2016 B T — X F
Share Option Scheme BB RITRG 9,808 98 84
Shares issued under 2017 RBE-_ZT—+F
Share Option Scheme R B BITRG 375 4 3
At 30 June 2019 RZE—NEF
~NA=1H 1,141,905 11,418 9,109
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16 Capital, reserves and dividends (continued)

(b) Share capital (continued)

Authorised and issued share capital (continued)

During the period, pursuant to the Company’ s share
option schemes (notes 16(c)), options were exercised
to subscribe for 10,183,200 ordinary shares (six
months ended 30 June 2018: 16,125,200 shares)
in the Company at a consideration of approximately
RMB36,659,000 (six months ended 30 June
2018: approximately RMB54,592,000) of which
approximately RMB87,000 (six months ended 30
June 2018: approximately RMB127,000) was credited
to share capital and the balance of approximately
RMB39,680,000 (six months ended 30 June 2018:
RMB61,384,000) was credited to the share premium
account. Approximately RMB3,108,000 (six months
ended 30 June 2018: approximately RMB6,919,000)
has been transferred from the share-based payment
reserve to the share premium account. approximately
2,941,000 options were lapsed during the period (six
months ended 30 June 2018: approximately 679,000).
As at 30 June 2019, the total number of shares
which may be issued upon the exercise of all options
outstanding from the Company’s share option schemes
is approximately 33,832,000,(31 December 2018:
approximately 35,502,000), of which approximately
9,696,000 options are exercisable at an exercise price
of HK$4.13, approximately 1,516,000 options are
exercisable at an exercise price of HK$6.22, 11,366,000
options are exercisable at an exercise price of HK$4.65
and 11,254,000 options are exercisable at an exercise
price of HK$6.02
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16 EX-fEERRE (&)

(b) A& (&)

REERCRITKA (&)

HRN REBEARR ZERET
g (Mt7E16(c)) ' BAREETT
A2 810,183,200/ &K A &
TER(BE-_ZE—NENA
=+ H1E/~EA:16,125,200
BERG) REHNDAARE
36,659,000 (B Z=F — N\
FRXAZ+THLERNEAR - HA
R #54,592,0007T) * £ #H A
R ®¥87,000L (BAEZE=F— N
FRXAZ+THLERNEAR - HA
K #®127,0007T) B 5 AR K
K4 A R #39,680,0007T
(BE-Z—N\FA=+HL
~E A 8 AR %61,384,000
TIBEFABRGRER O A
R#¥3,108,000 (HE=-Z
—NERNAZ+HLEXNEA:
4 A R #6,919,00070) E H A
IR0 A E e 3R
ZRHmER-#2,941,000
MEREE AR (EE
—E-NEFRNA=Z+BIER
& B : #9679,00017) - A - &
—NFEANA=Z+H RARA
BIREGEIE T ZMARAKRIT
FrEREETERT T H
17 2 B 10 8 849 /33,832,000
B(ZE—NF+ZA=+—
H : 4735,502,0000% ) ' &4
9,696,00017 i i # 7] %4.13/%8
TTZITHEEITE 491,516,000
19 B8 IR 4 A 4%6.22/8 T 2 1718
B771F - 11,366,00017 i A% &
A {R4.658B L 2 ITEEBITHE R
11,254,00017 8 % # 7] #%6.02
BT ZITHEETE-
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16 Capital, reserves and dividends (continued)

(c) Equity settled share-based transactions

)

(i)

Shares issued under Pre-IPO Share Option
Scheme

On 13 November 2014, the Company adopted a
pre-IPO share option scheme (the “Pre-IPO Share
Option Scheme”) and a share option conversion
scheme (the “Conversion Scheme”) and granted a
total of 59,935,000 share options under the Pre-IPO
Share Option Scheme to the eligible participants
with an aim to reward their contribution to the
Group made or possibly made. The directors of
the Company were authorised, at their discretion,
to invite certain employees of the Group, including
directors of any company in the Group, to take up
options at nil consideration to subscribe for shares
of the Company.

2016 Share Option Scheme

On 26 October 2016, the Company granted a
total of 39,425,000 share options (the “2016
Share Option Scheme”) to eligible participants to
subscribe for a total of 39,425,000 ordinary shares
of HK$0.01 each in the capital of the Company,
subject to performance conditions related to certain
revenue growth target of the Company’s 2017,
2018 and 2019 financial years.

(BR=EHEAN LAREIIR)

16 EX-REERKRE (&)

(c) UESEELUROGAERNRS

)

(ii)

EsRE (£8) R DT 2019Fh Hiths

REBEEXAFEREFTIERE
BRITZRE

RZFE—HWmF+—A+=
B XRGRATERRH
*E R BERESE ([BR
~AHABERERES])
—IHEREE RS
(rEmarall)  kBEEe
RN BB E B AR T B
mMEeEER2EERD X
59,935,000f0 EE IxHE - B &
RN IS AC s Al REE B AR
SEELNNER - ARAE
EFERENRBERRASE
%ﬁ@é(@%ﬁﬁlgﬂ
RAINES) UEREEZH
%h%@$$”7&ﬁo

ZE-ANFEKRETE

RZE—RFTAZFR
B ARBIMEERREE
b5y éy,3a425ooorﬁ§
E([ZE—RNEERE
I URBARR KA
4 39,425,000 & &

E{E0.01/8 7T 2 Bl - HE
ARBBEARR T —+
FZE)\ER=F—A

FHRER 2FETWALER
BIRZITE R EERE
SRR
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16 Capital, reserves and dividends (continued)

(c) Equity settled share-based transactions
(continued)

(iij) 2017 Share Option Scheme

On 9 June 2017, the Company granted a total of
8,083,000 share options (the “2017 Share Option
Scheme”) to eligible participants to subscribe for
a total of 8,083,000 ordinary shares of HK$0.01
each in the capital of the Company, subject to
performance conditions related to certain revenue
growth target of the Company’s 2017, 2018, 2019
and 2020 financial years.

(iv) 2018 Share Option Scheme

On 7 December 2018, the Company granted
a total of 12,720,000 share options (the “2018
Share Option Scheme”) to 83 eligible participants
(“Grantees”) to subscribe for a total of 12,720,000
ordinary share of HK$0.01 each in the capital of
the Company, subject to performance conditions
related to certain revenue growth target of the
Company’s 2019, 2020 and 2021 financial years

(v) 2019 Share Option Scheme

On 21 June 2019, the Company granted a total of
11,454,000 share options (the “2019 Share Option
Scheme”) to 68 eligible participants (“Grantees”) to
subscribe for a total of 11,454,000 ordinary share
of HK$0.01 each in the capital of the Company,
subject to performance conditions related to certain
revenue growth target of the Company’s 2020,
2021 and 2022 financial years.
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16 Capital, reserves and dividends (continued)

(d) Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns
for its shareholder and benefits for other stakeholders,
by pricing products commensurately with the level of risk
and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholder returns that might be possible with
higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in
economic conditions.

The Group monitors its capital structure with reference
to its debt position. The Group’s strategy is to maintain
the equity and debt in a balanced position and ensure
there are adequate working capital to service its debt
obligations. The Group’s gearing ratio was approximately
75.6% at 30 June 2019 (31 December 2018:
approximately 56.0%).

The Group has initially applied IFRS 16 using
the modified retrospective approach. Under this
approach, the Group recognizes right-of-use assets
and corresponding lease liabilities for several leases
previously accounted for as operating leases as from 1
January 2019. This caused no significant change in the
Group’s total debt and hence the Group’s gearing ratio.

16 EX -REEKRE (&)

(d) EXER

AEEEREANBEEARR
RERSBEFELCLERNES ‘%
BEERRKTEFAERTED
MAGEBKAREHE %%%
HIRRH KB HEAHMER
PR ER 75 2R M A

AEEESERAERLREEE
BARRE  WFRERS/KFEDN
ERTHRERENESRRE
WG R E AN IR
M2 EHFYE XARE
BN BB AR -

AEE2RBEEBRALERE
ANBEFE - REB AR BIRIFE
mEEFEHNEE & I EER
ERMEEESINEER-
RZE—NFRNA=1+H K&
EMNERABELELHRTS.6%

—FE-N\F+=-—A=+—8:
#156.0% ) °

E

AEECEFRALETEREE
RIERBBE T BmEERFE16
e REBEZ AL ASERLA
BE-E-NF—H—BRBAK
ARREMECE THERRE
REEERAREEAE Y
$%lm %ﬁ&$$l§$
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17 ST ENAFEE

17 Fair value measurement of financial

instruments

Financial instruments carried at fair value

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three-
level fair value hierarchy as defined in IFRS 13, Fair value
measurement. The level into which a fair value measurement
is classified is determined with reference to the observability
and significance of the inputs used in the valuation technique
as follows:

e Level 1 valuations: Fair value measured using only Level
1 inputs i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement date

° Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available

e Llevel 3 valuations: Fair value measured using significant
unobservable inputs

The Group has a team headed by the assistant chief financial
officer performing valuations for the financial instruments,
including other financial assets which are categorised into
Level 2 of the fair value hierarchy. The team reports directly
to the chief financial officer. A valuation report with analysis of
changes in fair value measurement is prepared at the end of
each reporting period, and is reviewed and approved by the
chief financial officer.
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B (BNFTEREREEXAR
RIBBTH SR RERBRE ) 5t
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17 EMIT AN A FESE

17 Fair value measurement of financial
instruments (continued) (&

BRAFEIRNEMTIA (&)

Financial instruments carried at fair value

(continued)
Fair value measurement
as at 30 June 2019 categorised into
R-B-NEAA=THNLATEFESEA
At
30 June
2019 Level 1 Level 2 Level 3
i 3
~NB=ZtH = B2 B3
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR%Tn AR%TR AR¥T R
Assets: EE:
Derivative financial assets TEeREE
- Foreign currency option contracts ~ —4MEHRREA #) 101,098 = 101,098 =
Liabilities: aff:
Derivative financial liabilities fTHEERBE
— Foreign currency forward contracts —MEEHA 4 (2,975) - (2,975) -
Fair value measurement
as at 31 December 2018 categorised into
RZE-NE+ZA=Z+—RANAFEHESNEAR
At
31 December
2018 Level 1 Level 2 Level 3
R-E-N\E
+-A=+-8H B Effe B3
RMB'000 RMB'000 RMB’000 RMB’000
ARETT AR®FTr AREBTT ARETH
Assets: EE:
Derivative financial assets TTHEERMEE
- Foreign currency option contracts ~ —4MEHAIEA #) 105,251 - 105,251 =
Liabilities: aff:
Derivative financial liabilities fTEemaE
- Foreign currency forward contracts  —4MERHIA #) (201) = (201) =

109
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17

18

Fair value measurement of financial
instruments (continued)

Financial instruments carried at fair value
(continued)

The fair value of foreign currency forward contracts in Level
2 is determined by using the forward exchange rates at the
end of the reporting period and comparing to the contractual
rates, with the resulting value discounted back to the present
value.

The fair value of foreign exchange option contracts in Level 2

is determined by using the Black-Scholes-Merton model. The
observable inputs for valuation were described in Note 11.

Commitments

(a) Capital commitments

Capital commitments outstanding at 30 June 2019 not
provided for in the interim financial report:

(BR=EHEAN UAREIIR)

17 ST ENAFEE

==
2
(/:'/5\

BRAFEIRNEMIA (&)

ER2INEERMANNRTEIER
REBREHREBEREE WM
BMERBEL KAEEEKRE
B AI{E(E -

ER2NEHES NN A FEER
KA R -SRI —S2RENE
EeREMEMRANABRE AR
IRENMI R -

18 &
(a) BARAIE

R-_E—AFEXXA=tHHX
EEERP B BEREL ET
IRBENE RAENT

PRI SA At 31 December
2019 2018
R=F—hF RZE—=N\F
VIR =l - — 5 =+—H
RMB’000 RMB’000
AR T AREFT

Contracted for B AT 4
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18 Commitments (continued) 18 #=iE (/&
(b) Operating Leases payments (b) REHREMNTR
At 31 December 2018, the total future minimum lease RZE—N\F+_A=+—8"
payments under non-cancellable operating leases were BETARESEHOEND
payable as follows: RAREEHENHBELOT -
Within 1 year 1FER 5,117
After 1 year but within 5 years 1B ERSFR 3,389
Total fEt 8,506
The Group is the lessee in respect of a number of REBDBEBELAIZEER @5
properties held under leases which were previously BRFITH D EREEREZ
classified as operating leases under IAS 17. The HERBZETHENEBEA -
Group has initially applied IFRS 16 using the modified NEFBDEFRAKEBEEH LS
retrospective approach. Under this approach, the Group RERABR I EREERFE16
adjusted the opening balances at 1 January 2019 to SoMRIBERZ AL AEEFAER
recognise lease liabilities relating to these leases (see —E-NEFE—HA—HZHYE
note 2). From 1 January 2019 onwards, future lease B UBREAZEHEZEE
payments are recognised as lease liabilities in the aE (RFE2) - B2 —NF
statement of financial position in accordance with the —HA—HB  RREENKER
policies set out in note 2. BT a2 P8 B R R B TS AR R R
mRAREEAE-

EstR (M) ARAT 2010 hmms 1171
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19 Material related party transactions

In addition to the related party information disclosed
elsewhere in these financial statements, the Group entered

into the following significant related party transactions:

Name of related parties

MBI HSR£8

19 EXBBAERRS

B 1t % B 75 i 3R L {th BB 40 B BR #O R
B AEMIN REBETZATERX

TR S

Relationship with the Group
BEASENER

— CK Telecom Limited (“Heyuan CK”)*
(‘BERIBERMERE CR) BRAFD)
- ARBERMRE OTR) AR AR (DARER])

- Van Telecom Limited (“Van Telecom PRC”)
(‘MELERAR AR
- LR ER AR ([MEREFE])

— Chengdu CK Technology Limited.* (“Chengdu CK”)
(‘BEBE AR BR A F)
- REE A R AR AR ([AEEE A )

— C-Flex Electronic (Huangshi) Ltd.* (“Huangshi C-Flex”)
(BOREEFRIEERAA)
-EAREEFREERAGR([EAAE])

— Heyuan Youhua Micro Electronic Technology
Company Limited* (“Heyuan Youhua”)
CTRREMEFREERAF

- ARREMEFRIFARAR (DARRE]D)

— Dongguan Xinxu Optical Limited.* (“Dongguan Xinxu”)
(REHBABERAGF))
-REHMMBABERART ([REHIE])
* The English translation of the companies’ names is for reference
only. The official names of these companies are in Chinese.
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Controlled by Mr. He Ningning
i fa] 22 28 5 A R
Controlled by Mr. He Ningning
A BT A
Controlled by Mr. He Ningning
ROy ]
Controlled by Mr. He Ningning
F 7] 28 28 5 A #2

Controlled by Mr. He Ningning

i ] 28 28 5 A 22

The subsidiary of associate of the Group

REEBERRZHERF]
* %/
FEIN

%
%O

xp
aA

Bz R EEE
%QEWEﬁ%ﬁE$X°
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19 Material related party transactions

(continued)

(a) Transactions and balances with related party

Sales of products to
— Heyuan CK

Purchases of products from
— Heyuan Youhua
— Huangshi C-Flex
— Van Telecom PRC
— Dongguan Xinxu

Rental expenses to
— Chengdu CK
— Van Telecom PRC

EmiE A
— AR
—BAnYE
—MEL R B
—REHB

XNHEERXT
— AR AT
—MHERR T E

(BR=FEHEAN AARKETIR)

19 EXBEBMAEXRS (&)

(a) ERBLINRSEKEH

Six months ended 30 June
BEANA=1tHLEAREA

2019 2018
—F-NF —E-N\F
RMB’000 RMB’000
AR®TR ARETT
2,476 11,646
46,608 29,867
25,810 4,762

61 39

18,387 24,583
90,866 59,251

62 62

1,596 1,593
1,658 1,655
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(Expressed in Renminbi unless otherwise indicated) (kBB EAIN UARKETIR)

19 Material related party transactions 19 EXRBEHRAIRS (&
(continued)
(b) Balances with related parties (b) EERFEE T Z &8k
As at 30 June 2019 and 31 December 2018, the Group RZE—NENA=Z+HKEZ
had the following balances with related parties. Z—N\E+=-HAH=+—8 K&

E RS AN NSk
(i) Due from related parties () EWREHLE

ANl TS At 31 December
2019 2018

R-z-ne EESEEIIC
~A=+A [REEEREE

RMB’000 RMB’000
AR T AREF T
Trade-related g 5 1HE
Trade receivables 5 WA
— Heyuan CK (Note 10) —AREA (KiE10) 725 4,242
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Notes to the Unaudited Interim Financial Report

KRR 1% HA B 75 4 B AL

(Expressed in Renminbi unless otherwise indicated) (F& SA15BA5N - LAA REFIR)

19 Material related party transactions 19 EXRBEBAIRS (&)
(continued)
(b) Balances with related parties (continued) (b) EEEREE T 48R (&

(i) Due to related parties

(i) FE(TEH 5 7

A T At 31 December
2019 2018

R-B—h&E R-ZZTE—NE
AR = - — A =+—H

RMB’000 RMB’000
ARET T AREF T
Trade-related 5 1He
Trade and bills payable BRI RERENEE
- Van Telecom PRC —ELRFE AR 66 26
— Huangshi C-Flex —EARE 22,694 20,853
— Heyuan Youhua — Rk E 56,521 63,609
— Dongguan Xinxu —REHE 8,332 18,463
87,613 102,951
Non Trade-related HESE
Other payables H b e 5018
— Chengdu CK — & Al 15 =
87,628 102,951
The amounts due from/to related parties as at 30 RZEBE—NFNA=Z+BK
June 2019 and 31 December 2018 were expected ZE-NF+ZA=+—
to be recovered/repaid within one year. B U e R 5 FB

BEHMERN—FRkE E
%0

EstR (EE)ARAT 2010 hmms 11D



Notes to the Unaudited Interim Financial Report

R AR 1% P A RS o o B EE

(Expressed in Renminbi unless otherwise indicated) (kBB EAIN UARKETIR)

19 Material related party transactions 19 EXEBMAIRS (£

(continued)
(b) Balances with related parties (continued)
(iij) Key management personnel remuneration

Key management personnel are those persons
holding positions with authority and responsibility
for planning, directing and controlling the activities
of the Group, directly or indirectly, including the
Company’s directors.

(b) EEREAEET 2456k (48)
(i) TEEEASFHH

TREBEABREFERX
FZEBRE 58 RS
AEEEDNENEETEZ
BBSHAL BREARAE
Eo

Six months ended 30 June
BEANA=1tHLEAREA
2019 2018

—B-nE —T-NE
RMB’000 RMB’000

AR® TR ARETTT

Wages, salaries and I8 HFeLhEMER
other benefits

Contributions to defined TR KRG B
contribution retirement
scheme

Share-based payments DA R A5 7% 25 B ) < 5K

The above remuneration to key management
personnel is included in “staff costs” (Note 5(b)).

3,263 1,884
72 35
208 724
3,543 2,643

bt FREIREABFHHER
[BITAA] (H5EE5(D)) °

20 COMPARATIVE FIGURES 20 kB F

The Group has initially applied IFRS 16 at 1 January
2019 using the modified retrospective method. Under this
approach, comparative information is not restated. Further
details of the changes in accounting policies are disclosed in
note 2.
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AEEER-_ZE-NE—-—A—B®E®
REIERTBPEE RERBERYH
WEEANF165 - RIFZITE - LR
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