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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies listed
on the Stock Exchange. Prospective investors should be aware of the potential risks of
investing in such companies and should make the decision to invest only after due and
careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies,
there is a risk that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is given that there will
be a liquid market in the securities traded on GEM.
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Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the
contents of this report, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this report.

This report, for which the directors (the “Directors”) of Quantum Thinking Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information contained
in this report is accurate and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement herein or this report
misleading.
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The board of Directors (the “Board”) of the Company
hereby presents the unaudited consolidated results of the
Company and its subsidiaries (collectively referred to as the
“Group”) for the six months ended 30 September 2018
together with the comparative figures for the corresponding

period in 2017 as follows:
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Condensed Consolidated Statement of Profit or Loss
and Other Comprehensive Income

57}

For the three and six months ended 30 September 2018
BE-Z—)\FAA=THLE=EARNMEAR

Three months ended Six months ended
30 September 30 September
BEAA=THLE=MEA BEAA=THLAEA
2018 2017 2018 2017
=t 2O T 5 Rl T {F
HK$°000 HK$'000 HK$’000 HK$'000
TET THET TET THET
Note M(LENGIEL)] (unaudited) IE(TGENGIES)) (unaudited)
iz MMETETAM (REEZ) MESS AN (REER)
Revenue i 4 3,636 3,342 7,686 5,357
Cost of sales and services  $5& M ARFSAK A (2,987) (718) (4,800) (2,261)
Gross profit E 649 2,624 2,886 3,096
Other income HAWA 7,021 319 7,489 2,282
Distribution costs DA (1,742) (1,498) (2,565) (2,396)
Administrative expenses  {TEREI (8,419) (5,993) (11,608) (10,499)
Loss before income tax ~ BRFTEHATE B 5 (2,491) (4,548) (3,793) (7,517)
Income tax expense FERAY 6 - (29 (194) (16)
Loss for the period HRaER (2,491) (4,577) (3,987) (7,533)
Other comprehensive Hiv2mE
(expense)/income (%)W
Exchange differences HEBEMIEA
arising on translation B BREFN
of foreign operations EBEEYL
that will be reclassified b ERE
subsequently to
profit or loss (1,054) 388 (1,891) 847
Other comprehensive ~ HIREM2E
(expense)/income (Bx),/ Wi
for the period, (fNpr#EE)
net of tax (1,054) 388 (1,891) 847
Total comprehensive HAZEBYAE
expense for the period,  (3IBRHIE)
net of tax (3,545) (4,189) (5,878) (6,686)
ETEHARAGT | 2018/2019 HHEHE 1



Condensed Consolidated Statement of Profit or Loss
and Other Comprehensive Income (Continued)
BRGABSEREMEAEWREER (B)

For the three and six months ended 30 September 2018
HE-Z— )/ \FAA=THIL=EAK~MEAR

Three months ended Six months ended
30 September 30 September
BEhA=T+HL=MEA BEAR=THLAEA

2018 2017 2018 2017

Sl —:tr Il -~
HK$'000 HK$'000 HK$'000 HK$'000

T#x FTEL T#x TET

Note M(LENGHES)] (unaudited) E(TENT S]] (unaudited)
LN (REER) MESEAN (REER) MO E)

Loss for the period BT AL FE(S
attributable to: BREE:
Owners of the Company ~ RAGIEE A (387) 2,213) (1,399) (5,355)
Non-controlling interests ~ 3EZA&HERS (2,104) (2,364) (2,588) 2,178)
(2,491) (4,577) (3,987) (7,533)
Total comprehensive BT ALEESR
expense for the period 2 EBI A% :
attributable to:
Owners of the Company ~ RAGIEE A (1,687) (1,601) (4,298) (4,087)
Non-controling interests ~ 3E#EfR#E25 (1,858) (2,588) (1,580) (2,599)
(3,545) (4,189) (5,878) (6,6806)
Loss per share ADEEEAERL
attributable to the BRER
owners of the
Company
— Basic loss per share: — BREAEE:
(HK cents) GBIl 7 (0.03) 0.16) (0.10) 0.39)
— Diluted loss per share: ~ — Sk HEEEE
(HK cents) (510) 7 (0.03) 0.16) (0.10) (0.39)
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Condensed Consolidated Statement of Financial

Position

IRRAR & ISRk

As at 30 September 2018
RZZE—-N\FALA=1H

30 September 31 March
2018 2018
—E-NF —ZT-N\F
NA=1+H =Rl
HK$’000 HK$'000
FERT FHIT
Note (unaudited) (audited)
B aE (REBER) (Fezz)
Non-current assets FRBEE
Property, plant and equipment #)2 - & M & & 3,596 987
Intangible assets EILEE 386 393
Prepayment of leasehold B EY SR EHE
improvement 2,258 1,267
6,240 2,647
Current assets REBEE
Trade and other receivables 2 5 K H i flE I 518 9 9,768 46,208
Financial assets designated at & F 1% A FEzH A
fair value through profit or 2EEEE
loss 10 50,248 24,365
Cash and cash equivalents B RESZED 66,110 76,790
Restricted Cash ZRHIR S 38,441 42,063
164,567 189,426
Current liabilities REEE
Trade and other payables B 5 N H A EA ZUE 11 116,578 141,054
Tax payable FERFRIE 448 522
117,026 141,576
Net current assets REBEEFE 47,541 47,850
Total assets less current #EEEFTEBEE
liabilities 53,781 50,497
Net assets EERE 53,781 50,497
Equity s
Equity attributable to the ZA2QATEAEF A
Owners of the Company  fE{hiE#
Share capital A% AR 12 135,625 135,625
Reserves i (75,269) (70,971)
60,356 64,654
Non-controlling interests  JEiZ R AER (6,575) (14,157)
Total equity BB 53,781 50,497
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Condensed Consolidated Statement of Cash Flows

FIEﬂ Eﬂ VN E/Eu@;ﬁ

EX

For the six months ended 30 September 2018
HE_T— ) \FALA=TAHIEAEA

Six months ended
30 September
BZEhRA=1+RHIELA<MEA

2018 2017
—E-N\E —tF
HK$’000 HK$’'000
FERT FHET
Note (unaudited) (unaudited)
B =E (REBER) (REEEZ)
Net cash used in KEFHHAZ
operating activities HeFHE (3,487) (22,831)
Cash flows from REREZTEZ
investing activities HERE
Acquisition of Shenzhen U B =i T 2 FRHE
Quantum Technology AEARAR
Information Co., Ltd.* (EYIBF])
(“Shenzhen Quantum”) 15 29,242 -
Cash paid for acquisition of ~ FLEEAIEEILAFE
financial assets designated ~ Ft AIBiE 2 S RIEE
at fair value through BEfzEE
profit or loss (99,072) (115,320)
Cash received from EEEEERATE
redemption of financial ATABECZEBEE
assets designated at B Ez RE
fair value through
profit or loss 70,697 124,546
Interest received from bank 2SR 1T FI & 114 42
Investment income from REFETEAFETA
financial assets designated B2 RMEEY
at fair value through profit "EWA
or loss 764 854
Increase in prepayment of TEREEYSEREHE
leasehold improvement #n (1,154) -
Increase in restricted cash IR 3R & 18 0 (87) -
Purchase of property, BEME - BELEE
plant and equipment (811) -
Net cash (used in)/generated 1% & 58 (EA)
from investing activities Vil ra ks (307) 10,122
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Condensed Consolidated Statement of Cash Flows
(Continued)

Paxax T =
FIEﬁ Hﬂ IZ\\/ \/\Eﬁzi //|L$i§ (r\‘/g\ )
For the six months ended 30 September 2018

BE-ZT—)\FNAA=THILREA

Six months ended

30 September
BEAB=+tRHLXEA
2018 2017
—E-N\F —T—+tF
HK$’000 HK$’'000
FERT FHIT
Note (unaudited) (unaudited)
Bt 5 (RBER) (REEEZ)
Cash flows from REMEZTHZ
financing activities HeRE
Repayment of advance from (E&KE—REE2
a director B (2,946) -
Net cash used in BMEAEBBH 2
financing activities W& (2,946) -
Net decrease incashand BERBELZEY
cash equivalents WA R (6,740) (12,709)

Cash and cash equivalents R ZRER
at the beginning of the ReEZEEY

period 76,790 124,897
Effect on foreign exchange — [EREEhLFTIFIE &
rate changes, on cash held Z TE (3,940) (621)

Cash and cash equivalents REIRZHERK L
at the end of the period, ZEY - NERTEE
represented by cash at REERS
banks and in hand 66,110 111,567

ETEMHARANT | 2018/2019 FHHE 5



Condensed Consolidated Statement of Changes in
Equity

BRRGRAEEREBER

For the six months ended 30 September 2018

HEZZ—)\FENA=THILXEA

Attributable to the owners of the Company

ARAEEAER
Non-
Share Share Warrant ~ Translation Accumulated controlling Total
Capital premium reserve Reserve Losses Total Interests Equity

Re  RGEE DRERRE  GRBE  RHER B FERER  BEER
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000
Thn Thn Thn Thn ThRL ThRL ThL ThRL
(naudited) ~ (unaudited)  (unaudited)  (unaudited)  (unaudited)  (umaudited)  (Unaudited)  (unaudited)
(REEER)  (REER)  (REBR)  (REER)  (REER)  (REER)  (REER)  (REER)

Asat 1 Apr 2017 HWoZ-rEMA-B 1362 9993 90 B0 (161080 69699 0089 60610
Comprehensive expense 2B %
Loss for the period BnEE - - - - (5,359) (5,359) 2,178) 7,533

Other comprehensive 2 ENE /(%)
income/(expense)

Bxchange differences arising 8 891 £5E % 2
ontrangiation of foreign ~~ EREE

operations - - - 1,268 - 1,268 (421) 847
Total comprehensive ~ 2E4H /(BX) 48

income/(expense) - - - 1,268 (5,355 (4,087) (2,599 6,686)
Release upon expiry of  WIREBEREBR

warrants - - (900) - 900 - - -
As at 30 September 2017 W=E-+&

AAZ1E 135,625 99,936 - (4,433 (165,51) 65,612 (11,688 53,924

Asat 1 Apri 2018 R=F-\§BA-A 135,625 99,935 - (2324 (168,582 64,654 (14,157) 50497
Comprehensive expense 2%
Loss for the period BnER = - - - (1,399) (1,399) (2,588) (3,%87)

Other comprehensive  Eft 2 (Bx) /i
(expense)/income

Exchange differences arising 885 EKEL
ontranslation of foreign ~~ ERXEE

operations - - - (2,899 - (2,899 1,008 (1,891)
Total comprehensive ~ 2FRXAE
expense - - - (2,899) (1,399) (4,208 (1,580) (5,878)

Transaction with owners EEEAZXS
Acquistion of Shenzhen Ui YIS F
Quantum - - - - - - 9,162 9,162
Asat 30 September 2018 H=%-N\£
hB=1H 135,625 99,935 - (5,228) (169,981) 60,356 (6,575) 53,781
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Notes to the Condensed Consolidated Financial
Statements

ERAAE A B RS R AR M 5

For the six months ended 30 September 2018

BE-_Z— )/ \FNLA=+HIEAEA

GENERAL INFORMATION

Quantum Thinking Limited (the “Company”) was
incorporated in the Cayman lIslands on 8 May 2000
as an exempted company with limited liability under
the Companies Law of the Cayman Islands. The
Company’s registered office is situated at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands. The
Company’s principal place of business is situated at
Unit 1201-5, China Resources Building, No. 26
Harbour Road, Wan Chai, Hong Kong.

The Company’s shares are listed on GEM of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The Company and its subsidiaries
(collectively referred to as the “Group”) are principally
engaged in the provision of system development
services and other value-added technical
consultation services and hardware-related business.
The Group has also expanded into the People’s
Republic of China (the “PRC”) market in the areas of
manufacturing of ancillary high-tech software and
hardware products; developing and establishing
integrated online platforms for distribution of mobile
products and provision of value-added services; and
setting up joint ventures with multinational
companies to introduce and procure mobile
application services, among other things.

In the opinion of the directors of the Company, the
parent and ultimate holding company of the
Company is Happy On Holdings Limited (“Happy
On”), which is incorporated in the British Virgin
Islands.
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A] 5% it #% = B (i 5 Cricket
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Box 2681, Grand Cayman
KY1-1111, Cayman Islands °
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395 VAR
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BASIS OF PREPARATION

The unaudited condensed consolidated financial
statements of the Group for the six months ended
30 September 2018 (the “Condensed Financial
Report”) have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”) and the applicable disclosure
requirements of the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the “GEM
Listing Rules”).

The Condensed Financial Report should be read in
conjunction with the annual financial statements of
the Company for the year ended 31 March 2018 (the
“2018 Annual Financial Statements”). The
principal accounting policies used in the Condensed
Financial Report are consistent with those adopted
in the 2018 Annual Financial Statements, except for
the adoption of the new or amended Hong Kong
Financial Reporting Standards (“HKFRSs”) which
are relevant to and effective for the Group’s financial
statements for the annual period beginning on 1 April
2018. Details of these changes in accounting
policies are set out in note 3.

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

The Condensed Financial Report has been prepared
under the historical cost convention, except for
financial instruments classified as financial assets
designated at fair value through profit or loss which
are stated at fair values. The Condensed Financial
Report is presented in Hong Kong dollars (‘HK$")
which is also the functional currency of the Company
and all values are rounded to the nearest thousands
(“HK$’000”) unless otherwise stated.

QUANTUM THINKING LIMITED | INTERIM REPORT  2018/2019
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES

New and amended HKFRSs adopted as at 1 April
2018

The HKICPA has issued a number of new HKFRSs
and amendments to HKFRSs that are first effective
for the current accounting period of the Group. Of
these, HKFRS 9 “Financial Instruments” (‘HKFRS 9”)
and HKFRS 15 “Revenue from Contracts with
Customers” (“HKFRS 15”) are relevant to the
Group’s financial statements.

The Group has early adopted the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” at the same time as the adoption of
HKFRS 9 as at 1 April 2018.

The Group has been impacted by HKFRS 9 in
relation to classification of financial assets and
measurement of credit losses. Details of the changes
in accounting policies are discussed in note 3.1(a)
for HKFRS 9 and note 3.1(b) for HKFRS 15.

3.

3.1
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation”

HKFRS 9 replaces HKAS 39 “Financial
Instruments: Recognition and Measurement”
(“HKAS 39”). It sets out the requirements for
recognising and measuring financial assets,
financial liabilities and some contracts to buy
or sell non-financial items.

The Group has applied HKFRS 9
retrospectively to items that existed at 1 April
2018 in accordance with the transition
requirements. The Group has recognised the
cumulative effect of initial application as an
adjustment to the opening equity at 1 April
2018. Therefore, comparative information
continues to be reported under HKAS 39.

Further details of the nature and effect of the
changes of the previous accounting policies
and the transition approach are set out below:

3.

3.1
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

Classification of financial assets and
financial liabilities

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

3.

3.1
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3. ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

3.1 New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

i) Classification of financial assets and
financial liabilities (Continued)
Non-equity investments held by the
Group are classified into amortised
cost, if the investment is held for the
collection of contractual cash flows
which represent solely payments of
principal and interest. Interest income
from the investment is calculated using
the effective interest method.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

Classification of financial assets and
financial liabilities (Continued)

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

ETREARA

3.

3.1

RANFTE] R EAER] B
MBHRELR S
HER2E (H)

R=B—\EmA— BRM
e PR s e
8 (4

BB BHEEREI
Wk B BB RS
ERIFEIF [AFEME
BITE (S X H M | 2 &
(&)

0] SRHEERSE
BEzHEE)
BAHXZK]*%“EI’J&

"*Ef’ﬁﬁ/&i
Bif AE&= - B
FZBRAZEW
HERFIEEE R
IR R E R AR
EEEEETR
& BikRFER
AE 2 mEUEA
(#iﬁ?%@) CEE
ECE@i@H&U\
R ZEET
HﬂIEJIE\%Eﬁ
{EH - 18 7] &8
\uATXéﬁé%ééTT
AAEMEHE
EarTERIE
YEH o W E H &%
EE AEME
EBAF REH
CREEFHNRT
BEfFE(EERE)
RoEERER
BERIE- RIEE
HER A¥E
i (EER)F
?:Efﬁ’ﬂ@%ﬁi%;’é
,\Eﬂﬁéﬂ' I
FEiRER ﬁ]‘%
RERAEFE
EHRETwE
SEERATE
qu)\TE\ﬁﬁﬁkiﬁﬁ
FEFAEME
m % AC3E &
B R RE
RABEMYA ©

71]2018/2019 HEIHE 13

=
Q"_



3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

Classification of financial assets and
financial liabilities (Continued)

Under HKFRS 9, derivatives embedded
in contracts where the host is a
financial asset in the scope of the
standard are not separated from the
host. Instead, the hybrid instrument as
a whole is assessed for classification.

The measurement categories for all
financial assets remain the same. The
carrying amounts for all financial asset
as at 1 April 2018 have not been
impacted by the initial application of
HKFRS 9.

The measurement categories for all
financial liabilities remain the same. The
carrying amounts for all financial
liabilities as at 1 April 2018 have not
been impacted by the initial application
of HKFRS 9.

3.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses

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

The Group applies the new ECL model
to the financial assets measured at
amortised cost (including bank
balances and cash, pledged bank
deposits and trade and other
receivables).
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(i)

Credit losses (Continued)

Financial assets measured at fair value,
including unlisted equity securities
measured at FVPL, are not subject to
the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted
estimate of credit losses. Credit losses
are measured as the present value of
all expected cash shortfalls (i.e. the
difference between the cash flows due
to the Group in accordance with the
contract and the cash flows that the
Group expects to receive).

3.

3.1
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Measurement of ECLs (Continued)

The expected cash shortfalls on bank
balances and cash, pledged bank
deposits and trade and other
receivables are discounted using
effective interest rate determined at
initial recognition or an approximation
thereof where the effect of discounting
is material.

The maximum period considered when
estimating ECLs is the maximum
contractual period over which the
Group is exposed to credit risk.

In measuring ECLs, the Group takes
into account reasonable and
supportable information that is available
without undue cost or effort. This
includes information about past events,
current conditions and forecasts of
future economic conditions.
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3. ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

3.1 New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Measurement of ECLs (Continued)

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are
losses that are expected to result
from possible default events
within the 12 months after the
reporting date; and

- lifetime ECLs: these are losses
that are expected to result from
all possible default events over
the expected lives of the items to
which the ECL model applies.

18 QUANTUM THINKING LIMITED | INTERIM REPORT 2018/2019
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES

(CONTINUED)
New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Measurement of ECLs (Continued)

Loss allowances for trade receivables
are always measured at an amount
equal to lifetime ECLs. ECLs on these
financial assets are estimated using a
provision matrix based on the Group’s
historical credit loss experience,
adjusted for factors that are specific to
the debtors and an assessment of both
the current and forecast general
economic conditions at the reporting
date.

For all other financial instruments, the
Group recognises a loss allowance
equal to 12-month ECLs unless there
has been a significant increase in credit
risk of the financial instrument since
initial recognition, in which case the
loss allowance is measured at an
amount equal to lifetime ECLs.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES

(CONTINUED)
New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

Credit losses (Continued)
Significant increases in credit risk

In assessing whether the credit risk of a
financial instrument (including a loan
commitment) has increased significantly
since initial recognition, the Group
compares the risk of default occurring
on the financial instrument assessed at
the reporting date with that assessed at
the date of initial recognition. In making
this reassessment, the Group considers
that a default event occurs when (i) the
borrower is unlikely to pay its credit
obligations to the Group in full, without
recourse by the Group to actions such
as realising security (if any is held); or (i)
the financial asset is 90 days past due.
The Group considers both quantitative
and qualitative information that is
reasonable and supportable, including
historical experience and
forwardlooking information that is
available without undue cost or effort.

3.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Significant increases in credit risk

(Continued)

In particular, the following information is

taken into account when assessing
whether credit risk has increased
significantly since initial recognition:

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

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

— an actual or expected significant
deterioration in the operating
results of the debtor; and
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3. ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

3.1 New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Significant increases in credit risk

(Continued)

— existing or forecast changes in

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

Depending on the nature of the financial
instruments, the assessment of a
significant increase in credit risk is
performed on either an individual basis
or a collective basis. When the
assessment is performed on a
collective basis, the financial
instruments are grouped based on
shared credit risk characteristics, such
as past due status and credit risk
ratings.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

@

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(i)

Credit losses (Continued)

Significant increases in credit risk
(Continued)

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

Basis of calculation of interest income
on credit-impaired financial assets

Interest income is calculated based on
the gross carrying amount of the
financial asset unless the financial asset
is credit-impaired, in which case
interest income is calculated based on
the amortised cost (i.e. the gross
carrying amount less loss allowance) of
the financial asset.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

@

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(i)

Credit losses (Continued)

Basis of calculation of interest income
on credit-impaired financial assets
(Continued)

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

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

- significant financial difficulties of
the debtor;

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

- it becoming probable that the
borrower will enter into
bankruptcy or other financial
reorganisation;
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(ii) Credit losses (Continued)
Basis of calculation of interest income

on credit-impaired financial assets

(Continued)

— significant changes in the

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

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

Write-off policy

The gross carrying amount of a financial
asset is written off (either partially or in
full) to the extent that there is no
realistic prospect of recovery. This is
generally the case when the Group
determines that the debtor does not
have assets or sources of income that
could generate sufficient cash flows to
repay the amounts subject to the write-
off.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@)

HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(i)

(i)

Credit losses (Continued)

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

Transition

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

- Information relating to
comparative periods has not
been restated. Differences in the
carrying amounts of financial
assets resulting from the
adoption of HKFRS 9 are
recognised in accumulated
profits as at 1 April 2018.
Accordingly, the information
presented for 2017 continues to
be reported under HKAS 39 and
thus may not be comparable
with the current period.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(@  HKFRS 9, including the amendments to
HKFRS 9 “Prepayment Features with Negative
Compensation” (Continued)

(i)  Transition (Continued)

— The following assessment has
been made on the basis of the
facts and circumstances that
existed as at 1 April 2018 (the
date of initial application of
HKFRS 9 by the Group):

— the determination of the
business model within
which a financial asset is
held.

— If, at the date of initial application,
the assessment of whether there
has been a significant increase in
credit risk since initial recognition
would have involved undue cost
or effort, a lifetime ECL has been
recognised for that financial
instrument.
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3.1

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

(®)

HKFRS 15 “Revenue from Contracts with
Customers” and related Amendments

HKFRS 15 “Revenue from Contracts with
Customers” and related Amendments
replaced HKAS 18 “Revenue”, HKAS 11
“Construction contracts” and related
interpretation, which resulted in changes in
accounting policies. The new accounting
policies in relation to revenue recognition are
set out below. To determine whether to
recognise revenue, the Group follows a 5-step
approach:

Step 1: Identify the contract(s) with a
customer

Step 2: Identify the performance obligations in
the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the
performance obligations in the contract

Step 5: Recognise revenue when (or as)
performance obligations are satisfied

Revenue is recognised either at a point in time
or over time, when (or as) the Group satisfies
performance obligations by transferring the
promised goods or services to its customers.

3.

3.1

28 QUANTUM THINKING LIMITED | INTERIM REPORT 2018/2019

ﬂ%%ﬂ&@%ﬂﬁ%

MBRELRARES
BRE2E ()
R=Z—N\FOA—BRAK
T RSB E R RE
B (4#)

(b) BEEHHEERAE 5

AR J=E-I=k=N oWl ¢
= RBFIEETA
BB RMEERES
FIXKARFEHZI
&= MBBIETAER
REBGFTERIE 185
[zl BB SHER
FURIBEAN] &
HEERE  WiEK S
R EE) o B
RZF G BRI
T e RRERTHERIK
HE o AEBBREIAT
AEZE

B BREERZ
=50

FR2: MNARNZ
EENE: vt

FER3  EERSHER

R4 RENANELD
EHDERHER

TG B(RR) A&
B e B H & TS RE R
Yozs

B (HR) AKEERR
BEPEEARE MR
BMmETROZEBE -
B — fiEl B ) B 2k — BX
iy ] O RE R MR 2



3.1

3.2

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

New and amended HKFRSs adopted as at 1 April
2018 (Continued)

®)

HKFRS 15 “Revenue from Contracts with
Customers” and related Amendments
(Continued)

The Group recognises contract liabilities for
consideration received in respect of unsatisfied
performance obligations and reports these
amounts as receipts in advance in the
condensed consolidated statement of financial
position. Similarly, if the Group satisfies a
performance obligation before it receives the
consideration, the Group recognises either a
contract asset or a receivable in its condensed
consolidated statement of financial position,
depending on whether something other than
the passage of time is required before the
consideration is due.

The directors of the Company consider that
the adoption of HKFRS 15 has no material
impact on the Group’s financial position and
results of operations and there is no significant
impact on the Group recognise the revenue
from contracts.

Issued but not yet effective HKFRSs

In the current period, the HKICPA has issued a
number of new and amended HKFRSs but not yet
effective. Except for the amendments to HKFRS 9
“Prepayment Features with Negative
Compensation”, which have been adopted at the
same time as HKFRS 9, the Group has not early
adopted any new or amended standards in
preparing this Interim Financial Report.

3.

3.1

3.2
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3.2

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

Issued but not yet effective HKFRSs (Continued)

The Group has the following updates to the
information provided in the last annual financial
statements in respect of HKFRS 16 “Leases”, which
may have a significant impact on the Group’s
consolidated financial statements.

HKFRS 16 “Leases” ("HKFRS 16”)

As discussed in the last annual financial statements,
currently the Group classifies leases into operating
leases. The Group enters into some leases as the
lessor and others as the lessee. HKFRS 16 is not
expected to impact significantly on the way that
lessors account for their rights and obligations under
a lease. However, once HKFRS 16 is adopted,
lessees will no longer distinguish between finance
leases and operating leases. Instead, subject to
practical expedients, lessees will account for all
leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease, the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use
asset, instead of the current policy of recognising
rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses
would continue to be recognised on a systematic
basis over the lease term.

3.

3.2
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3.2

ADOPTION OF NEW AND AMENDED
HKFRSs AND CHANGES IN
ACCOUNTING POLICIES
(CONTINUED)

Issued but not yet effective HKFRSs (Continued)

HKFRS 16 “Leases” ("HKFRS 16”) (Continued)

HKFRS 16 will primarily affect the Group’s
accounting as a lessee of leases for office and
factory premises which are currently classified as
operating leases. The application of the new
accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the
timing of the expense recognition in the consolidated
income statement over the period of the lease.
However, based on an initial assessment, the Group
expects that the adoption of HKFRS 16 will not
materially affect the Group’s consolidated financial
statements.
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4. REVENUE AND SEGMENT 4.
INFORMATION
All significant transactions amongst the companies AEEBETERAFTEMEERKN
comprising the Group have been eliminated on RHEREGEEARB Y - R
consolidation. Revenue recognised by segments RS EER 2z ST
during the period is as follows:

Wik o BER

Three months ended Six months ended
30 September 30 September
BEhA=THL=MA BEAR=THLAEA

2018 2017 2018 2017
Sl =7 IRl -t
HK$'000 HK$'000 HK$'000 HK$'000
Ter QR T

(unaudited) (unaudited) RMTENGIE)] (unaudited)
EY SN (RCEZ) METEANM (REER)
Revenue: s
Hardware e - 33 - 2,048
Service PR
— System development  — Z#FFIE 3,540 3,223 4,143 3,223
— Consultancy — i - - 3,374 -
— Maintenance — #iE 96 31 169 31
— Others — A - 55 - 55
3,636 3,309 7,686 3,309
3,636 3,342 7,686 5,357

Management has determined the operating
segments based on the reports reviewed by the
executive directors that are used to make operating
decisions. Executive directors are considered as the
chief operating decision maker (“CODM”).

The CODM review the Group’s financial information
from hardware and services perspectives. The
reportable segments are classified in a manner
consistent with the information reviewed by the
CODM.

The CODM assess the performance of the operating
segments based on a measure of reportable
segment (loss)/profit. This measurement basis
excludes other income and unallocated expenses.
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4.

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Segment assets mainly exclude assets that are
managed on a central basis. Segment liabilities

4. WBEkosBER (K)

DHREETZHFRETEELZ
BE - DBBEEIZRFEHRET

mainly exclude liabilities that are managed on a TR AE -
central basis.
Hardware Services Total
B % Eh
Six months ended Six months ended Six months ended
30 September 30 September 30 September
HEAR=TRLAER  BEAARSTHLAEA  BEAR=THLAEA
2018 2017 2018 2017 2018 2017
I2-\F EeEaudal ~2-/\F EeESdol ~2-/\F EeEad
HK$'000 IO HK$'000 VN HKS$'000 HK$ 000
TER T T#n TEn TER T
(MENGHCHII  (unaudited) WUTETGHGYIM (unaudited) ULENWIGH/EM (Unaudited)
(%828 NEEE=AN (xT%%) NesEsaM (R84 NeEs)
Reportable segment revenug: BRI ¢
From external customers  fESMIRF RS2 i - 2,048 7,686 3,309 7,686 5,357
Reportable segment BV
(loss)/profit (E8)/ &7 = (3,687) 1,872 (1,980) 1,872 (5,667)
Hardware Services Total
B B% @zt
Three months ended Three months ended Three months ended
30 September 30 September 30 September
BENA=TRL=ER  EENAZTRLZER  BENAZTHLZEA
2018 2017 2018 2017 2018 2017
I2-\F el ~2-/\F EeESmdal ~T-/\F EeEaid
HK$'000 LOX00N  HK$'000 HK$'000 LTI HK$'000
TR T T#n TEn TEn T
(MENWICYI  (unaudited) NTENGICVIM (unaudited) RMTMETGICYEM (unaudited)
GrcAM (Fazn) NESEal (R%7%) NEsEial (RA%7)
Reportable segment revenue; W25 2 8AG :
From external customers I EF G2 i - 3 3,636 3,309 3,636 3342
Reportable segment TERHIE
(loss)/profit () A = 953) 75 (1,756) 75 (2,709)
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4. REVENUE AND SEGMENT 4. WHEESEER(E)
INFORMATION (CONTINUED)

Hardware Services
it

30 3 30 3
September GO September EC 1 September March
2018 2018 2018 2018 2018 2018
DL —3-/\F EEDRAN —T-/\F Wl —T-)\fF
ABZTE iRzl AA=TF [SiEhel=M /A=TF [ERgl
HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
TEn Thr Tn T TEn Thr
(unaudited) [CU0ICM (unaudited) (cUGICMN (unaudited) (audited)
(REER) (B=2r) e3EA) (f51) eSS (#27)

Reportable segment assets ~ TERHSBEE 2,845 1,759 445 6,788 3,290 8,547
Reportable segment liabilities W& EEE 93,255 101,731 589 10,185 93,844 111916
The totals presented for the Group’s operating RE B S A E AR E BN
segments reconcile to the Group’s key financial ARG 272 T BHE
figures as presented in the Condensed Financial B2 BEEEERINT ¢

Report as follows:

Three months ended Six months ended
30 September 30 September
BEAA=THL=MEA BEAA=THLAEA

2018 2017 2018 2017
=l 7 Ut —T-tF
HK$'000 HK$'000 HK$'000 HK$'000
THERT FTET THERT FTET
(unaudited) (unaudited) RMTENGIES)] (unaudited)
(REER) PEESHAN (REE%) MESEIA)

Reportable segment BEEEGE
profit/(loss) #BH/(B18) 75 (2,709) 1,872 (5,667)
Depreciation nE (522) (289) (784) (571)
Unallocated corporate vl NG
expenses” (9,065) (1,869) (12,370) (3,561)
Unallocated corporate AABAFWA
income 7,021 319 7,489 2,282
Loss before income tax BErEHAIER (2,491) (4,548) (3,793) (7,517)
* Unallocated Corporate expenses mainly include * ROBRRARZEEBRE
operating lease charges in respect of rented HAMEzZKEHERS
premises and headquarter expenses. R ABERS o
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4.

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

4.

Wik o BER (&)

30 September 31 March
2018 2018
—E-NF —ZE-N\F
iRl = A=+—H
HK$’000 HK$'000
F#&T FHIT
(unaudited) (audited)
(REER) (f2gz)
Total segment assets DIBEERTE 3,290 8,547
Unallocated assets* KOBEE" 167,517 183,526
Total assets per condensed NESBR4R S IS AROR R
consolidated statement of iR & E
financial position 170,807 192,073
Total segment liabilities NEEAERE 93,844 111,916
Unallocated liabilities™ RKAOMEE" 23,182 29,660
Total liabilities per condensed A& BALR A Bk R R
consolidated statement of Fir@afE
financial position 117,026 141,576

Unallocated assets mainly include property, plant
and equipment, other receivables, financial assets
designated at fair value through profit or loss,
restricted cash and cash and cash equivalents.
Unallocated liabilities mainly include certain other
payables, accruals and tax payable.

- ADEEETZREME -
JR 5 T e Al EL A e UK
1B - BERATER AR
ZEMEE  XRHIBREIA
FRERREEBY - x5
REEIZeEEMmEN
R EEERRENS

I8 o
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5. LOSS BEFORE INCOME TAX 5. BRFIEHAIESR

Loss before income tax is arrived at after charging/ MR EHATBEE % (5T
(crediting): A)ATIER -
Three months ended Six months ended
30 September 30 September
BEAA=THLE=MEA BEAA=THLEAEAR

2018 2017 2018 2017
=t T 5 EEet it T F
HK$'000 HK$'000 HK$'000 HK$'000
TER FET THERT FET
(unaudited) (unaudited) WMTENGHES)] (unaudited)
(REER) PEESIAN (KEE%) MESEIA)

Cost ofinventories sold B H&FERA - 84 - 1,448
Depreciation of property, 1% « R k& E

plant and equipment ZIE 522 289 784 571
Employee benefit expense & 8 @75 % 4,858 2,082 6,836 4,491
Net foreign exchange PR3 (has) /B

(gain)/loss (36) 93 (145) 203
Operating lease charges in TR 7 &%

respect of rented HEHS

premises 841 44 951 213

6. INCOME TAX EXPENSE 6. FISHiMxX

No provision for Hong Kong profits tax has been HRALESREHIEEE - &
made for the six months and three months ended 30 HEZT - )\FRZZT—tF
September 2018 and 2017 as the Group had NA=Z+HIEXNEAR=MEA
incurred losses for taxation purpose. The PRC WEREEF GBI HREE -
enterprise income tax has been provided at the rate PRI EMSRIIREREE —
of 25% (six months and three months ended 30 T-NFNLA=1+HINEAR
September 2017: 25%) on the estimated assessable R =18 B 2 (b 5T FE R s %
profit for the six months and three months ended 30 5% HEFREBEB(HEZT
September 2018. —tFANA=ZFTHLERNEAR

=fAA :25%) °
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6.

INCOME TAX EXPENSE (CONTINUED)

6.

RSB ()

Three months ended Six months ended
30 September 30 September
BEAA=1+HL=MA BEAA=1THIEAER
2018 2017 2018 2017
=t St T+ eIt T F
HK$'000 HK$'000 HK$'000 HK$'000
TR FHEL THAR FHEL
(unaudited) (unaudited) E(TGENTIES)) (unaudited)
(REER) PEFSHAN (KEE%) MESEIA)
PRC enterprise income I E M FTEH
tax
Current period AHR - 19 6 19
Under provision/ BAFERE
(overprovision) in respect A/ (HBEEEE)
of prior years - 10 188 &)
Income tax expense FEHHAY - 29 194 16
Deferred tax has not been provided for the Group BN AEEEREBHLES
because the Group had no material temporary RNERERE - WA ERIELER
differences at the reporting date (30 September B REB(ZZE—tFNA
2017: Nil). =+H8 ).
LOSS PER SHARE 7. BRESR

Basic loss per share for the three months and six
months ended 30 September 2018 is calculated by
dividing the loss attributable to owners of the
Company for the period of HK$387,000 and
HK$1,399,000 respectively (three months and six
months ended 30 September 2017: loss of
HK$2,213,000 and HK$5,355,000 respectively) by
the weighted average number of 1,356,250,000
(three months and six months ended 30 September
2017: weighted average number of 1,356,250,000)
ordinary shares in issue during the period.

HE-_Z— \FhA=1THL=
18 A &~ E A B EAESE T
REARA R RIEA AERSES
71/387,0007% 7T }2. 1,399,000 4 7T
(BE—Z=—+tFhA=1+A1
“EAKRANEAR: DRIEE
22130007 7T 153550007
TC) 0 BRUAEAAIE BT T X 3mAR AN
18 S 19 251,356,250,000 % (B &=
—E—tFhA=+tEI=A
K@ A: mEFEY &
1,356,250,000 1% ) 51 &
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LOSS PER SHARE (CONTINUED)
Diluted loss per share for the three months and six
months ended 30 September 2017 equals to the
basic loss per share as the potential ordinary shares
on exercise of warrants were not included in the
calculation of diluted loss per share because they
are anti-dilutive.

No adjustment has been made to the basic earnings
per share presented for the three and six months
ended 30 September 2018 as the Group had no
potential dilutable ordinary shares in issue during the
three and six months ended 30 September 2018.

DIVIDEND

The board of directors does not recommend the
payment of an interim dividend for the six months
ended 30 September 2018 (six months ended 30
September 2017: Nil).

TRADE AND OTHER RECEIVABLES

9.

BREE (&)
TR R AR AR B 2 BT
AA R HEE IR - TR A
SREEHEBZHER E
b BE-FEFAAST
BIE=@ARAEAZ FKE
HBERSREREAEA -

HRAEEBE_T—N\FN
A=1B1E=@A KA
BEEANBEENCORTER
B M EREE T \F
NA=+BIE=@EA RREA
2R R EAR R NEL R

LR

R
ExefgarNEaEz_%
—NFAA=TRHIEREAZ
THRE(BHEZZE—1LFN
A=+HIERMEAR : #) -

B RHEMEWRE

30 September 31 March

2018 2018

—E-—N\F —ZT-N\F

hA=1+H =

HK$°000 HK$'000

FERT FAT

(unaudited) (audited)

(RBER) € &)

Trade receivables (Note a) B E 5 5E (MisER) 1,941 8,154
Prepayments, deposits and ~ JE 3 - 24 R HA

other receivables FE U ZxT8 7,827 38,054

9,768 46,208
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9. TRADE AND OTHER RECEIVABLES

(CONTINUED)

Note a: The credit period granted by the Group to its
customers generally ranged from 0 to 120 days.
As at 30 September 2018 and 31 March 2018, the
ageing analysis of the Group’s trade receivables
(net of provision for impaired receivables) based on
invoice date is as follows:

9.

ESkRHMERNKE

(#&)

MR AEERETFTEFZRE
H—8& N TF0oE1204 -
RZZ—-N\FEAA=FH
;rZZE-NF=ZA=1+—
A AEERKESHE
(3B FE U 3R B 2 R (B B
B RBZAMERD

e
30 September 31 March
2018 2018
—EB-)N\F —E-N\F
hA=+H ER=EF—F
HK$’000 HK$'000
FTERT FET
(unaudited) (audited)
(REEER) (F&=%)
0-30 days 0-30H 6,110
31-60 days 31-60 H = -
61-90 days 61-90 H - -
91-180 days 91-180 H = -
181-365 days 181-365 H 201 -
Over 365 days HBiE 365 H 1,640 2,044
1,941 8,154
All amounts are short term and hence the carrying HRFEH S EHS5E
values of the Group’s trade and other receivables RNEBEE 5 N H it fE U 3
are considered to be a reasonable approximation B BEmERR AN T

of fair values.

BRIPIRE -
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10. FINANCIAL ASSETS DESIGNATED AT

FAIR VALUE THROUGH PROFIT OR
LOSS

Wealth management products 1% 81 7 &

10.

EERDAFESFARS
ZEHMEE

30 September 31 March
2018 2018
—E-—N\F —ZE-N\F
hA=1+H ISR
HK$°000 HK$'000
FTERT FHET
(unaudited) (audited)
(REER) (BEZ)
50,248 24,365

As at 30 September 2018, the Group had short term
investments linked wealth management products
that were denominated in RMB44,100,000
(equivalent to HK$50,248,000) (At 31 March 2018:
RMB19,500,000 (equivalent to HK$24,365,000))
with banks.

Interest rates of the wealth management products
vary depending on the return rate of the relevant
short term bonds, money market investment fund
and bank deposits.

Wealth management products are carried at fair
value and their dealing price is derived from net
asset values of the investment funds with reference
to observable quoted price of underlying investment
portfolio in active markets and inputs other than
quoted market price for respective wealth
management products (note 13.1).
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11. TRADE AND OTHER PAYABLES 1. EZRHEMEMNFIE

30 September 31 March
2018 2018
—E-N\F —E-N\F
hA=+H =
HK$’000 HK$'000
FERT FHAT
(unaudited) (audited)
(REBER) € &)
Trade payables (Note a) FEE 5 20E (T EER) 92,562 111,046
Other payables and accruals — E.4th JE -+ Z0IE N fE 51 &
(Note b) (H3E2) 22,735 29,139
Sales deposits received B ERS (HER)
(Note c) 1,281 869
116,578 141,054
Note a: The ageing analysis of the Group’s trade payables MR« AEEEMNE SRR
based on invoice date is as follows: ZREZERRATAT ¢
30 September 31 March
2018 2018
—E2-N\F —T-N\F
hB=+H =A=+—H
HK$’000 HK$’000
F#ET FAT
(unaudited) (audited)
(R (&%)
0-30 days 0-30 A = 4,225
31-60 days 31-60 H 90 -
61-90 days 61-90 H = -
91-180 days 91-180 H 498 -
181-365 days 181-365 H = -
Over 365 days HBi®365H 91,974 106,821
92,562 111,046
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11. TRADE AND OTHER PAYABLES 11. EFREMENRE

(CONTINUED) (&)
Note b: Included in the above balances as of 30 W2 : Fimh—ZE—-NFHLA
September 2018 is the amount of HK$194,000 (31 —THNESRBIEEMK
March 2018: HK$194,000) due to Mr. Chan Foo NEZRE=EBARE
Wing, the ultimate beneficial owner of the 28 %5 4 1) 3RIE 194,000 74
Company. The amount due is unsecured, interest- T(ZE—NF=A
free and repayable on demand. = + — H :194,0007%
TC) o FZFEN B A R
- R B RBRERKEE
Note c: As at 30 September 2018, sales deposits of MR RZZE—-—NFALA=T
HK$1,281,000 (At 31 March 2018: HK$869,000) B BEFUWESHEES
was received from customers of which the 1,281,000 (A = &
transaction had not yet completed. —NF=ZA=+—8:
869,000 7T) * MZX 5
The carrying values of the Group’s trade and other NEB7ES NEMENIE
payables are considered to be a reasonable ZEHERERREARNTES
approximation of fair values. BRE -
12. SHARE CAPITAL 12. B

Authorised Ordinary shares
of HK$0.10 each
BREEIOEBTZEEEER

Number of
Shares HK$’000

RHHBE TERT
(in thousands) (unaudited)

(F1) (REFER)

As at 31 March 2018 and MN_E—)\F
30 September 2018 “A=t+—HEK
—Z-N\FNA=+H 2,000,000 200,000
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12. SHARE CAPITAL (CONTINUED) 12, R7 (#)

Issued and fully paid Ordinary
shares of HK$0.10 each
SREEO010BTZ
ERTRAZEBER

Number of
Shares HK$’000

ROEE FTERT
(in thousands) (ETT 1Y)

(F1&) (REFER)

As at 1 April 2017, 31 March ~ RA=Z—tFWHA—AH -

2018 and 30 September —E—)\F
2018 =A=+—HE
—Z-NFNA=+H 1,356,250 135,625
Note: 30,000,000 warrants issued on 4 June 2012 and Mgk : RZT——FNAMAE
60,000,000 warrants issued on 26 July 2012 have 77 230,000,000 17 3R P& ##
initial subscription prices of HK$0.185 per share and BFBRRZZET—ZF+A
HK$0.141 per share respectively for one ordinary —+73HE17,260,000,000
share of the Company exercisable for a period of five DRBREBRARE — K
years. Up to 26 July 2017, 90,000,000 warrants LB 2L RERE
were expired and the warrant holders had not 725 RS D 0.185 7 7T
exercised any of the subscription rights attached to FERRH 014185 « %
the warrants. As at 30 September 2018, there is no ERBEBZITERAR
outstanding warrants issued by the Company. F-HE-_ZT—tFLA
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13. FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS
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FINANCIAL ASSETS AND LIABILITIES
MEASURED AT FAIR VALUE

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

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

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

Level 3: inputs for the asset or liability that are
not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within
which the financial asset or liability is
categorised in its entirety is based on the
lowest level of input that is significant to the
fair value measurement.
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13. FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS
(CONTINUED)

131

13.2

FINANCIAL ASSETS AND LIABILITIES
MEASURED AT FAIR VALUE (Continued)
The financial assets and liabilities measured at
fair value in the condensed consolidated
statement of financial position are grouped
into the fair value hierarchy as follows:

Assets BE
Financial assets designated #§E %A FEETA

at fair value through BanZemEE
profit or loss:
Wealth management IR EE M

products

13. €I E AT EFE

(%)

1341

30 September

—B-N\F
hA=+8

(unaudited)
(RBER)

RATEIEZSBE
EREHEGH)
WG A MR R
BATVENEZ S ME
ERAESERNTA
FEER -

Level 2
=B
31 March
2018 2018
—E-N\F
=A=+—8H
HK$’000 HK$'000
FTHERT FHET
(audited)
(=)
50,248 24,365

Wealth management products are derived
from net asset values of the investment funds
with reference to observable quoted price of
underlying investment portfolio in active
markets.

FAIR VALUE OF FINANCIAL ASSETS AND
LIABILITIES CARRIED AT OTHER THAN
FAIR VALUE

The carrying amounts of the financial
instruments carried at amortised cost are not
materially different from their fair values as at
30 September 2018 and 31 March 2018.
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14. COMMITMENTS
14.1 Capital commitments
At the reporting date, the Group had the
following capital commitments:

Contracted but not provided for £ 5] 4018 R B {5
— purchase of property, plant — BEYE BE
and equipment B

14, 7RI
141 BAEE
RBERY  AEM>
BREEMT :

30 September 31 March
2018 2018
—E-N\F —ZT-N\F
hB=+H =A=+—8
HK$’000 HK$'000
FERT FAT

(HETT 1Y) (audited)
(REBER) (Fez=z)

2,051 -

14.2 Operating lease commitments
At the reporting dates, the Group had future

14.2 RERERE
RFEBH NEER

aggregate minimum lease payments under BEBAHERMERRE
non-cancellable operating leases in respect of Z A REREERE 2
rented premises and equipment are as HEENZHERSR
follows: =L ENE
30 September 31 March
2018 2018
—E-N\F —ZT-N\F
hB=+H =A=+—8
HK$’000 HK$'000
FERT FHIT
(unaudited) (audited)
(REBER) (Fezz)
Within one year —FER 6,783 182
In the second to fifth years FE_EERF
inclusive (BIEEEWSE) 6,030 -
12,813 182

The Group leases a number of premises and
equipment under operating leases. The leases run
for an initial period of one to five years, with an
option to renew the leases and renegotiate the terms
at the expiry date.
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15.

ACQUISITION OF SUBSIDIARIES

On 4 July 2018, the Group acquired of its entire
100% equity interests in the Shenzhen Quantum
(“Shenzhen
Quantum”) together with its subsidiary Shenzhen
CITIC Cyber Security Authentication Co., Ltd.*
(“CITIC Cyber Security”) (70% equity interest held
by Shenzhen Quantum) for a cash consideration of

Technology Information Co., Ltd.*

RMB3,500,000 (equivalent to approximately
HK$4,139,000). CITIC Cyber Security is engaged in
the technical development and software
development of credible identity authentication
services related products in the PRC.

The non-controlling interests recognised at the
acquisition date were measured by reference to the
proportionate share of the recognised amounts of
the acquiree’s identifiable net assets.

The following table summarises the consideration
paid for the acquisitions, the aggregate amounts of
provisional fair value of the assets acquired and
liabilities assumed at the acquisition date.
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15. ACQUISITION OF SUBSIDIARIES
(Continued)

15. WEEKEB AT (&)

2018
—E-N\%F
HK$°000

TET
(unaudited)
(REER)

Property, plant and equipment, net W - B Kk EFE 2,730
Deposits and other receivables Ze RH MWK 1,833
Financial assets designated at air value  #§7F AiR A EFT ABZRZ

through profit or loss CREE 948
Cash and cash equivalents RERRESFEY 33,381
Other payables E Ath FE A 308 (7,118)
Amount due to a group subsidiary FE BT B A R FE (11,862)
Total identifiable net assets AR A E S ERRE 19,912
Less: non-controlling interests W IR A (9,162)
Identifiable net assets acquired Frig ARl Rl &E = FE 10,750
Cash consideration ReE 4,139
Gain on bargain purchase EAEP Al 6,611
Cash paid on acquisition RUEEEL N RS (4,139)
Cash and cash equivalents acquired kg2 e RIS EED 33,381
Cash inflow on acquisition of subsidiaries YtBEKE A T 2 RS R 29,242
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16.

MATERIAL RELATED PARTY
TRANSACTION

The Group had no significant transactions with
related parties during the reporting period (six
months ended 30 September 2017: Nil).

The remuneration of key management personnel for
the six months ended 30 September 2018
amounted to HK$880,000 (six months ended 30
September 2017: HK$1,027,000).

As at 30 September 2018, amount due to a
substantial shareholder approximately HK$194,000.
These balances are unsecured, interest-free and
repayable on demand.

16.
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MANAGEMENT DISCUSSION AND

ANALYSIS
BHEE o wm B0 AT

FINANCIAL REVIEW

For the six months ended 30 September 2018, the
Company and its subsidiaries (collectively referred to as the
“Group”) recorded revenue of approximately
HK$7,686,000, representing an increase of approximately
43% when compared with that of approximately
HK$5,357,000 for the corresponding period last year.

Loss before income tax of the Group for the six months
ended 30 September 2018 was approximately
HK$3,793,000, compared with loss before income tax of
approximately HK$7,517,000 for the corresponding period
last year. Loss attributable to owners of the Company for
the six months ended 30 September 2018 was
approximately HK$1,399,000 compared with loss
attributable to owners of the Company of approximately
HK$5,355,000 for the corresponding period last year.

INDUSTRY OVERVIEW

In the People’s Republic of China (“PRC”), value of the
payments processed by non-bank financial institutions
through public information technology networks grew by
53.35% year on year to RMB48.29 trillion in the second
quarter of 2018, according to the People’s Bank of China.
In the first quarter of 2018, that value surged by 93.15%
year on year to RMB51.13 trillion. The growth was
attributable to the non-bank financial institutions’ efforts to
tap the growing popularity of the internet and smartphone in
the country. As at 30 June 2018, the number of internet
users in the PRC increased to 802 million, representing the
internet penetration rate of 57.7%, according to China
Internet Network Information Center (“CNNIC”) (5 B8 &
4451 B /D). Meanwhile, the number of mobile internet
users through handsets in the country grew to 788 million
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as at 30 June 2018 (Source: “2018 F R EIE = H B e 1+f
M5 RIEA - X SHREHB150EBET(E)” — #5
E ¥ i % Bt (“ASKCI Consulting Co., Ltd"), dated 11
October 2018). In particular, mobile payment in the PRC
has been the main driving force behind the growth in the
transaction value of the third-party comprehensive payment.
The total transaction value of the country’s third-party
mobile payment grew rapidly from about RMB1.3 trillion in
2013 to about RMB109 ftrillion in 2017, according to a
research report titled “2018 AR E = H Z H1TEEBE DT
by a PRC-based market research firm, Analysys.

BUSINESS REVIEW

For the six months ended 30 September 2018 (the
“Reporting Period”), the Group pressed on with its
strategy for constructing an ecosystem of online/offline
digital payments in which comprehensive, online shopping
platforms are connected to digital payment systems for
public utilities with a technology for unified communications.
It continued to cooperate with companies engaging in
various types of businesses to tap China’s rapidly growing
market for digital and mobile payments.

The Group made progress in its mainstay business of
developing systems and solutions for online/offline digital
payments as it finished different phases of several projects
and started a new one. It also diversified into authentication
services in connection with network electronic identities by
acquiring a 70% equity stake in Shenzhen CITIC Cyber
Security Authentication Co., Ltd. (“CITIC Cyber Security”).
The acquisition will bolster the Group’s technological
capability to develop business in other fields that require
authentication services in connection with network
electronic identities and also fit in with its strategy for
building an ecosystem of online/offline digital payments.
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Development and construction of unified
payment system and platform, and the provision
of Product Business Operation Support Systems
(“PBOSS”) solution of the Internet of Things
(“10T”) for monitoring and managing such system
and platform

The Company, through its wholly-owned subsidiary
Guangzhou YBDS IT Co., Ltd.* (EM#EiEE ERHE
B BB 2 7)) (‘Guangzhou YBDS”), undertook the
construction of the fifth phase of the unified payment
platform of a Shenzhen-based subsidiary of a
leading telecommunications company during the
Reporting Period. The system and platform enable
mobile wallet users to make mobile payments such
as that of phone bills and to redeem consumption
points and gift cards. During the Reporting Period,
10% of the project was completed. Guangzhou
YBDS also provided repair and maintenance services
for such system. In addition, Guangzhou YBDS
provided PBOSS, which was the solution of the 10T
for monitoring and managing such system and
platform, and the second phase of the work was
completed during the Reporting Period.

Guangzhou YBDS intends to replicate the unified
payment system and platform and then sell them to
other units and/or subsidiaries of that leading
telecommunications company in 31 provinces in the
PRC.

Construction of an e-commerce network platform
for payment and clearing, and installation of
point-of-sales (“POS”) terminals

Guangzhou YBDS and its business partner, a
Shanghai-based subsidiary of a third-party payment
service company, had finished the construction of an
e-commerce network platform for payment and
clearing, and the installation of POS terminals at
more than 100 outlets of a retail chain in Beijing. The
two parties also leased out the POS terminals to
such outlets of the retail chain. During the Reporting
Period, Guangzhou YBDS and that Shanghai-based

52 QUANTUM THINKING LIMITED | INTERIM REPORT 2018/2019

1.

MEBRERS —NRERT
B URAEERERFTHEA
BRFaREWEE T W
WNEREBEEXIERAR
(TPBOSS ) R 5=

RREHH - ARREBEE
BB A REMNEEEERE
BERAR(TEMEBEE]) - 2
—HKAFBER BRI
MEARMSE—NFaER
TR - ZEHRRTESTH
BEAPRETERRESN
BBXNAREBEERED R
‘R NIMEME - ZAEAR
ExKBD 2t - BEMEEIT
RZRGREEE R EER
o b o BN R E R G
PBOSS - Ith BN EIEA
EZRTanmBEERRT
- MEBIENE B
RS B T

BEMERBEERI S - N &
mkFa  WHEZRRT %
BEBERRALATEIE
EREEMEL RSB A
al e

EREXNEHEIER-FH
ETEBABTE  URTRE
$HER ([POS ) & um i

BEMNEEREEBRBHE(—HE
FE=NXNBRB RGN LE
BB AR BEEMERREX
NEFEEER —FNEFEE
WEET A ARRIERE 100
REEBEHIE L KPOSHK i
1 o €75 I POS 4 om gk HAE
FHRETEIHE - RIS
fil - EMEERZE =X



subsidiary of a third-party payment service company
extended their market coverage to the surrounding
areas of Beijing. They plan to install and lease out
the POS terminals at the outlets of the businesses in
other service industries such as a convenience store
chain.

Development of software for a comprehensive
payment platform of a leading property
developer in the PRC

Shenzhen YBDS IT Co., Ltd.* (RYITHB1H {5 B EHL
B BR & 7l) (“Shenzhen YBDS”), the Company’s
indirect, wholly-owned subsidiary, was developing
software for the first phase of the construction of a
comprehensive payment platform of a leading
property developer in the PRC for the latter’s
commercial properties and e-commerce. The
platform will enable the club members or users of
the property developer’s commercial properties to
digitise consumption points, gift cards, coupons and
other membership services so as to create a
delightful experience of faster, smoother shopping.
As at 30 September 2018, 85% of the project was
completed. Shenzhen YBDS will assist that property
developer in leveraging its traditional real estate
business as a springboard to internet-enabled
businesses. It will do so by forming an e-commerce
platform on which the developer can provide
comprehensive online services that can complement
its offline services.

Provision of technical support for and localisation
of an automatic system for vending and checking
tickets of an intercity railway in Shandong
province

The Company, through its indirect subsidiary, Hua
Strong Network Science and Technology Limited
Company* (ZEXPHEE AR AR), was
cooperating with a software development and
system integration company in providing technical
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support for and localising an automatic system for
vending and checking tickets of an intercity railway
in Shandong province, the PRC. Approximately 50%
of the project had been completed during the
Reporting Period.

PROSPECT

The transaction value of the third-party mobile payment in
the PRC is projected by ASKCI Consulting Co., Ltd. to
grow by approximately 68.0% to approximately RMB171.5
trillion in 2018 on the back of the growing popularity of the
smartphone and payment through two-dimensional
barcode. The predicted growth will also be fostered by the
increasing number of consumers who switch over from
personal computers to mobile devices. To capitalise on the
situation, the Group will continue to cooperate with
companies engaging in various types of businesses in
building an ecosystem of online/offline digital payments.

For instance, the Company, through Guangzhou YBDS, will
continue to cooperate with a third-party payment service
company in developing a system and software that enable
a leading property developer to diversify into e-commerce
through its comprehensive, online shopping platform with a
built-in payment system. Such platform and system will
enable the property developer to implement an online-to-
offline business model. Guangzhou YBDS will fully utilise its
capability of developing internet-enabled systems and
platforms for finance and payment as well as its capability
of big data processing and cloud computing. The objective
of the project is to enhance the users’ experience of
ordering a comprehensive range of services and products
on that property developer’s online platform at the
commercial and residential properties that it has built.
During the Reporting Period, 85% of the first phase of the
comprehensive, online shopping platform with a built-in
payment system was completed. Guangzhou YBDS is now
negotiating with that property developer about the second
phase of the project.

Ko B AL - 3R iR
ZHBEEETEROBASZAT -

A=

HREEXEMERTR - ANE T
R_BEBENAEER  PEE=
TBYSNORZZER T N\FE
BRHBONENARKITISERE
T BRAZRIKEREANEKER
MEEBE B AEERBERE - &5
BIRETRHE R - AEEBIEER
B BEERLESITSENRRAE
BESL R TEF T ERR -

fian - AR B HE B RN A A
—REZIXNRBRRAIERER
BmEEN - S - RELDEREREA
BREHARRBEXNRARNGARLE
BYFEREBIREEFABE
o ZMEREHBENAZ TR
EREHA LR TEERR - EMNE
By REAREEERERES
BEXNZEZBZRFEZHR AR
HABIRERIE R B H O8N - 298
BEENEMPRZMERERER
ERYEMTEMEENME LT AL
ARSI AR R RERD
2% - NIEHR - RABREXN
Eomiira g LBY T e B HER
BERKBES 2N+ - BENRBRZ
BEE_HEERZMERMENE
5 o

54 QUANTUM THINKING LIMITED | INTERIM REPORT 2018/2019



As part of its strategy for development, the Group has also
been developing digital systems that enable citizens to pay
for public utilities. It has undertaken the construction of a
smart traffic platform in Urumai, Xinjiang that comprises
systems for a traffic control centre, the comprehensive
monitoring of the traffic, traffic signal control and
communication network. In that project, the Group also
provides technical support for the security of such systems.
The smart traffic platform has potential for enabling digital
payment, and the Group will explore such a possibility. The
Group plans to replicate the smart traffic platform and sell it
to other provinces in the PRC.

In May 2018, Shenzhen YBDS entered into an agreement
with a leading information system integration and services
firm. Under the agreement, Shenzhen YBDS implements a
mobile client technology, which is an application that runs
on mobile devices to enable a company to promote its
products and services through such devices on a leading
telecommunications company’s instant messaging and
social media platform. Shenzhen YBDS will also provide
technical support for that application.

To enter the business of providing authentication services
in connection with network electronic identities, the
Company, through an indirect wholly-owned subsidiary,
acquired Shenzhen Quantum Technology Information Co.,
Ld* R YI T 8 F B A E B R 2 A) (‘Shenzhen
Quantum”), which held a 70% equity stake in CITIC Cyber
Security on 4 July 2018. The acquisition will enable the
Group to develop business in other fields that require
authentication services in connection with network
electronic identities and also fit in with its business strategy
for constructing an ecosystem of online/offline digital
payments. For the details of the transaction, please refer to
“Acquisition of 100% interests in Shenzhen Quantum” in
this report and the announcement of the Company dated
12 October 2018.

The Group will keep its eye open for opportunities to further
its development.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

To ensure that the Company is financially stable with
sufficient financial resources to continue the development
of its proposed projects, the Company had on 5 August
2013, raised net proceeds of approximately HK$100 million
through a subscription (the “Subscription”). Immediately
after the completion of the Subscription, Happy On held
987,888,771 shares of the Company, representing
approximately 72.83% of the total issued share capital of
the Company.

As stipulated in the circular of the Company dated 11 July
2013, such proceeds were to be applied in the following
manner:

i) approximately HK$30,000,000 will be used to pay
up the remaining registered capital of Guangzhou
YBDS and Beijing YBDS IT Co., Ltd.* (It B E#H (S
B RS AR A F]) (‘Beijing YBDS”);

(ii) approximately HK$50,000,000 will be used as
further investment for contribution towards the total
investment amounts of Guangzhou YBDS and
Beijing YBDS; and

(iii) the remaining balance as general working capital of
the Company.

The Company had previously applied approximately
HK$9,400,000 (or approximately RMB7,350,000) and
approximately HK$5,500,000 (or approximately
RMB4,330,000) of the proceeds to pay up the remaining
initial registered capital of RMB20,000,000 and increased
registered capital of RMB20,000,000 of Guangzhou YBDS,
respectively. During the year ended 31 March 2015, the
Company had applied approximately HK$19,785,000 (or
approximately RMB15,670,000) of the proceeds to pay up
the outstanding remaining increased registered capital of
Guangzhou YBDS.
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At the time of the Subscription, only 20% of the registered
capital or RMB4 million of Beijing YBDS has been paid up
with the remaining 80% or RMB16 million due to be paid
on or before 18 December 2014. The Company had
intended to apply to the Bureau of Foreign Trade and
Economic Cooperation of Beijing Municipality (1t & 7 ¥ 4h
g 5 & & 1E B) to increase the registered capital of
Beijing YBDS from RMB20 million to RMB40 million and its
total investment from RMB40 million to RMB80 million. A
sum of approximately HK$45.5 million from the proceeds
of the Subscription was earmarked for paying up the initial
registered capital and increased registered capital of Beijing
YBDS (the “Capital Increase”). The intent of the Capital
Increase was to enable the Group’s subsidiaries to meet
the minimum capital threshold requirement when submitting
bids for proposed projects offered by the relevant
telecommunications service providers in the PRC.

Given the Company has acquired China Mobile Payment
on 23 December 2014, a holding company that owns a
subsidiary with the aforesaid threshold requirement for bids
submission, this corporate action is no longer deemed to
be necessary. The Company has already commenced the
process of deregistration of Beijing YBDS. De-registration
has entered into the final stage and is pending for the
approval of PRC authority.

Moreover, the Company intends to apply the aforesaid
earmarked proceeds of approximately HK$45.5 million for
new potential projects and for general working capital
purposes.

RETRBSEZN - LRBEERA
20% 7 & AN sk A R 4,000,000 T2
B2 # T 80% 3k A K ¥ 16,000,000
TLERZZT—NFE+=A+N\BZ%z
AT - ERAQNBEAERIERN
NG BEEEAERR BB REE
2 sEE A B A R # 20,000,000 7T 1
NZE AR #40,000,0007T I H %
& 48 %8 i AR 40,000,000 7T 1N &=
A R #80,000,0007T ° A EEHRE
FRIE AR 5 814945,500,0008 TLE I8 TE
AR RIS 2 MiaaEmE A K
MM EAR(EE]) - #8E 2 H
K AT EIME R S RIS e R AT i
R ERETE B ETTIRER - EA%E
M AR R A RIEEA R T

ERARAR_ZE-—OF+ A
“t=REXEBEPREXARR(RLE
MR R E N SRR E 2 M E AR
ZERRAR)  WEETHETHRK
BRLE - ARFELRFAEILRE
BEEERZEF  SHEBELEEAN
RREEEBHTEMEREL -

PEoN - AN A BERA LIS ERTS
X IE 49 45,500,000 7T K #7818
BER—REEESRE -

S TEHARNT | 2018/2019 FHHE 57



As at 30 September 2018, the shareholders’ funds of the
Group amounted to approximately HK$60,356,000.
Current assets of approximately HK$164,567,000 were
mainly comprised of cash and cash equivalents of
approximately HK$66,110,000, and trade and other
receivables of approximately HK$9,768,000. Current
liabilities of approximately HK$117,026,000 were mainly
comprised of trade and other payables of approximately
HK$116,578,000. The Group expresses its gearing ratio as
a percentage of bank borrowings and long-term debts over
total equity. As at 30 September 2018, the Group did not
have any borrowings or long-term debt. The liquidity ratio
of the Group, represented by a ratio of current assets over
current liabilities, was 1.43 (As at 31 March 2018: 1.34),
reflecting the adequacy of financial resources.

PROVISION OF FINANCIAL ASSISTANCE
AND ADVANCE TO AN ENTITY

The Group has entered into two loan agreements as lender
on 1 July 2017 (the “1st Loan Agreement”) and 24 April
2018 (the “2nd Loan Agreement’, together with the 1st
Loan Agreement, the “Loan Agreements”), respectively,
amongst others, the details of the Loan Agreements which
each of them constituted discloseable transactions for the
Company under Chapter 19 of the GEM Listing Rules are
as follows:

On 1 July 2017, an indirect non wholly-owned subsidiary of
the Company (“Subsidiary A”), as lender, entered into the
1st Loan Agreement with, Shenzhen Quantum, as
borrower, and an independent third party (‘Company A”),
as paying agent of Subsidiary A, in relation to a loan of
RMB16,944,500 for a term of 21 months (from 1 July 2017
to 31 March 2019) at an annual interest rate of 1% (the “1st
Loan”). Shenzhen Quantum shall repay the 1st Loan in full
in one lump sum together with the interest accrued thereon
upon due date. As at the date of this report, the
outstanding principal under the 1st Loan is
RMB16,944,500.

On 24 April 2018, an indirect wholly-owned subsidiary of
the Company (“Subsidiary B”), as lender, entered into the
2nd Loan Agreement with Shenzhen Quantum, as
borrower, and an independent third party holding the entire
issued share capital of Shenzhen Quantum before the
Acquisition (to be defined thereafter), as chargor (the
“Chargor”), in relation to a loan of RMB3,500,000 for a
term of 1 month (from 24 April 2018 to 23 May 2018) at an
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annual interest rate of 4.36% secured by the share charge
dated 24 April 2018 executed by the Chargor and
Subsidiary B (the “2nd Loan”, together with the 1st Loan,
the “Loans”)), pursuant to which the Chargor charged in
favour of Subsidiary B over her equity interest in Shenzhen
Quantum (representing its entire issued share capital).
Shenzhen Quantum failed to repay the 2nd Loan upon
expiry. For the further details of the 2nd Loan, please refer
to “Acquisition of 100% interests in Shenzhen Quantum” in
this report and the announcement of the Company dated
12 October 2018.

The Loan Agreements also constituted advance to an entity
under Rules 17.15 and 17.16 of the GEM Listing Rules. For
details of the Loan Agreements, please refer to the
announcement of the Company dated 12 October 2018.

ACQUISITION OF 100% INTERESTS IN

SHENZHEN QUANTUM

On 23 May 2018, Subsidiary B, Shenzhen Quantum and
the Chargor entered into a supplemental agreement to the
2nd Loan Agreement, pursuant to which the Chargor
agreed to transfer the entire equity interest in Shenzhen
Quantum to Subsidiary B for a consideration of
RMB3,500,000 in the event that Shenzhen Quantum fails
to perform its obligations under the 2nd Loan Agreement
upon the expiry of the 2nd Loan. Shenzhen Quantum failed
to repay the 2nd Loan upon expiry, and therefore
Subsidiary B effected the acquisition which was completed
on 4 July 2018 (the “Acquisition”). For details of the
Acquisition, please refer to the announcement of the
Company dated 12 October 2018.

Shenzhen Quantum is a company established in the PRC
in June 2017 which focuses on investment in the
development of software and the platform of services. It
holds 70% of the equity interest in CITIC Cyber Security.
CITIC Cyber Security is a joint venture company established
in the PRC where CITIC Technology, a subsidiary of CITIC
Group Corporation, is its shareholder. CITIC Cyber Security
focuses on technical development and software
development of credible identity authentication services
related products in the PRC.
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Provision of system integration services and other value-
added technical consultation services and hardware-related
business are core businesses of the Group. As mentioned
above, the Company had been exploring opportunities to
participate in the business of provision of authentication
services in connection with network electronic identities,
where Shenzhen Quantum (through CITIC Cyber Security)
engages in such business area.

SIGNIFICANT INVESTMENTS

As at 30 September 2018, the Group held financial assets
at fair value through profit or loss of RMB44,100,000
(equivalent to approximately HK$50,248,000) (31 March
2018: RMB19,500,000 (equivalent to approximately
HK$24,365,000)).

It recorded a total revenue of approximately HK$656,000
during the period, mainly attributable to the dividend
income received from the investment portfolio.

The financial assets are investment fund which was
invested in various types of bonds issued by the interbank
and exchange markets, as well as capital lending, reverse
repurchase, bank deposits, brokerage beneficiary
certificates, trust plans, asset management plans etc. that
financial assets meet the requirements of the regulatory
authority.

EXPOSURE TO EXCHANGE RATE
FLUCTUATIONS

Most of the transactions of the Group are denominated in
Hong Kong Dollar (“HKD”) and Renminbi (‘RMB”). The
Group adopts a conservative treasury policy with most of
the bank deposits being kept in HKD, or in the local
currencies of the operating subsidiaries to minimize
exposure to foreign exchange risks. As at 30 September
2018, the Group had no foreign exchange contracts,
interests or currency swaps or other financial derivatives for
hedging purposes.
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OPERATING LEASE COMMITMENTS
As at 30 September 2018, the Group had operating lease
commitments of approximately HK$12,813,000.

CAPITAL COMMITMENTS
As at 30 September 2018, the Group’s contracted capital
commitments of approximately HK$2,051,000 which was
primarily related to the capital expenditures in respect of
acquisition of plant and equipment.

CONTINGENT LIABILITIES
As at 30 September 2018, the Group had no material
contingent liabilities.

CHARGES ON THE GROUP’S ASSETS
As at 30 September 2018, the Group had no charges on
the Group’s assets.

SEGMENT INFORMATION

The analysis of the principal activities of the operations of
the Group is set out in note 4 to the Condensed Financial
Report.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 September 2018, the Group had 71 employees
(2017: 50 employees). The total remuneration paid to
employees, including Directors, for the six months ended
30 September 2018 was approximately HK$5,539,000
(2017: HK$3,826,000). Remuneration is determined by
reference to market terms and the performance,
qualification and experience of each individual employee.
Annual year-end double pay is paid based on each
individual employee’s performance as recognition of and
reward for their contributions. Other benefits accruing to
the employees include contributions made to statutory
mandatory provident fund scheme and a group medical
scheme. We also subsidise our employees for pursuing
further studies in related fields.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES OR
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS

As at 30 September 2018, (i) Mr. Wang Xiaoqii is interested
in 382,000 ordinary shares of the Company, representing
approximately 0.028% of the total number of ordinary
shares of the Company; (i) Mr. Ho Yeung is interested in
18,083,500 ordinary shares of the Company, representing
approximately 1.333% of the total number of ordinary
shares of the Company. Saved as disclosed above, none
of the other Directors or their respective associates and the
chief executive of the Company had any interests or short
positions in the shares and underlying shares of the
Company or its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company under Section 352 of
the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the minimum standards of
dealing by directors of the Company as referred to in Rule
5.46 of the GEM Listing Rules.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES OR
UNDERLYING SHARES OF THE COMPANY
As at 30 September 2018, so far as the Directors are
aware of and having made due enquires, the following
persons (not being a Director or chief executive of the
Company) had, or were deemed to have interests or short
positions in the shares or underlying shares of the
Company as recorded in the register required to be kept by
the Company under Section 336 of the SFO and/or were
directly or indirectly interested in 5% or more of the issued
share capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group:

Name of shareholder Capacity
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2. “L” means long positions in the shares.
3. Based on 1,356,250,000 shares of the Company in issue as
at 30 September 2018.

Save as disclosed above, as at 30 September 2018, so far
as the Directors are aware of and having made due
enquiries, there were no other persons (other than the
Directors or chief executives of the Company) who had
interests or short positions in the shares or underlying
shares of the Company as recorded in the register required
to be kept by the Company under Section 336 of the SFO
and/or were directly or indirectly interested in 5% or more
of the issued share capital carrying rights to vote in all
circumstances at general meetings of any other members
of the Group.

DIRECTORS’ RIGHT TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed above, at no time during the six months
ended 30 September 2018 were rights to acquire benefits
by means of the acquisition of shares in or debentures of
the Company granted to any Director or their respective
spouses or minor children, or were any such rights
exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body
corporate.

OPTIONS TO SUBSCRIBE FOR SHARES IN
THE COMPANY

A share option scheme was adopted on 1 August 2011 by
the shareholders of the Company under which the Directors
may, at their discretion, grant options to themselves and
any employees of the Group entitling them to subscribe for
shares representing up to a maximum of 10 per cent of the
shares in the Company in issue as at the date of approval
of the share option scheme. The purpose of the share
option scheme is to enable the Company to grant options
to participants as incentives and rewards for their
contribution to the Company or its subsidiaries.
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No options were granted under the share option scheme
since its adoption by the Company or outstanding, lapsed,
cancelled or exercised at any time during the six months
ended 30 September 2018.

PURCHASE, REDEMPTION OR SALE OF
THE LISTED SECURITIES OF THE
COMPANY

Neither the Company, nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s listed
securities during the six months ended 30 September
2018.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

As at the date of this report, none of the Directors, or the
initial management shareholders or the substantial
shareholders of the Company or their respective associates
(as defined in the GEM Listing Rules) had any interest in a
business which competed with or might compete with any
business of the Group and had or might have any other
conflicts of interest with the Group.

CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiry of all Directors, all Directors have complied
with the required standard of dealings and the code of
conduct regarding securities transactions by directors
adopted by the Company throughout the six months ended
30 September 2018.
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CORPORATE GOVERNANCE PRACTICES
The Company has adopted the code provisions set out in
the Corporate Governance Code and Corporate
Governance Report (the “Code”) as set out in Appendix 15
to the GEM Listing Rules. The Company has complied with
the code provisions set out in the Code throughout the six
months ended 30 September 2018 except for the
deviations from code provisions A.1.8 and A.2.1 of the
Code as explained as follows:

CODE PROVISION A.1.8
Code provision A.1.8 stipulates that the Company should
arrange appropriate insurance cover in respect of legal
action against its directors.

During the Period, the Board considered that under the
current situations of close management of the Group and
business scale, the possibility of actual litigation against the
Directors is very low. The Company will consider reviewing
various insurance cover proposals and will make such an
arrangement as appropriate.

CODE PROVISION A.2.1
Code Provision A.2.1 stipulates that the roles of chairman
and chief executive officer should be separated.

The executive Directors, namely, Mr. Wang Xiaogi and Mr.
Ho Yeung are focused on evaluating new potential
business and investment opportunities and formulating and
implementing business strategies to enhance the revenue
and growth potential of the Company. Hence, a new
chairman and chief executive officer will not be appointed
until suitable candidates have been identified for such
purpose.
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CODE PROVISION C.2

The Board has conducted a review of its risk management
and internal control systems under Code Provision C.2 of
Appendix 15 of the GEM Listing Rule.

The Board has engaged independent consultants to
execute the internal audit and risk management functions.
The Board reviews risk management and internal control
systems on an annual basis and when necessary.

A review of the effectiveness of the risk management and
internal control systems has been conducted and the
Company considers them effective and adequate during
the Period.

However, the announcements in relation to the Loans and
the Acquisition were not timely published. For details of the
Loans and the Acquisition, please refer to “Provision of
financial assistance and advance to an entity” and
“Acquisition of 100% interests in Shenzhen Quantum” in
this report and the announcement of the Company dated
12 October 2018. The Company will review and revise its
internal control policies and procedures in order to prevent
the occurrence of similar non-compliance of the GEM
Listing Rules in the future.

In 2018, the Company has followed up on those
recommendations made by Zhonghui Anda Risk Services
Limited as part of its comprehensive review on the internal
controls of the Group. As such, the Group’s internal
supervision and risk prevention measures continue to
improve.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit
Committee”) was established in May 2000, and the
Company had adopted a revised specific terms of
reference as of 11 November 2016 in accordance with
Rules 5.28 to 5.33 of the GEM Listing Rules. Currently, the
Audit Committee comprised Mr. Tse Yee Hin, Tony, Mr.
Lau Chor Ki and Mr. Wong Kin Kee, all of whom are
independent non-executive Directors. Mr. Tse Yee Hin,
Tony is the current chairman of the Audit Committee. The
primary duties of the Audit Committee are to review the
Group’s audit findings, accounting policies and standards,
changes of accounting rules (if any), compliance to the
GEM Listing Rules, internal and audit control, and cash
flow forecast.

The unaudited consolidated results of the Group for the six
months ended 30 September 2018 have been reviewed by
the Audit Committee.

By order of the Board
Quantum Thinking Limited
Wang Xiaoqi
Director

Hong Kong, 14 November 2018

As at the date of this report, the executive directors of the
Company are Mr. Wang Xiaoqi and Mr. Ho Yeung; and the
independent non-executive directors of the Company are
Mr. Lau Chor Ki, Mr. Tse Yee Hin, Tony and Mr. Wong Kin
Kee.

*

For identification purpose only
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