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Directors and Senior Management
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As at 30 March 2020, the date of this annual report, the
biographical details of the Directors and the senior management of
the Company are as follows:

BOARD OF DIRECTORS

Executive Directors

CHEUNG YUK FUNG Chairman

Mr. Cheung, age 73, is the Chairman and an Executive Director of
the Company. He graduated from the Faculty of Radio Electronics at
Peking University in the People’s Republic of China (the “PRC") and
worked as a professor at Peking University thereafter. Prior to joining
the Group in 2001, Mr. Cheung was a chairman of a company
listed in the PRC, namely Founder Technology Group Corporation,
and a director of a company listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), namely Founder Holdings
Limited, and has work experience in international trade, finance,
asset management and strategic planning. Mr. Cheung was
honoured with many awards, including being selected as the young
entrepreneur with outstanding contribution to China, and won the
first prize of national golden award for enterprise initiators in the 4th
National Technology Industrialist Award.

KUI MAN CHUN Chief Executive Officer

Mr. Kui, age 53, is the Chief Executive Officer and an Executive
Director of the Company. He graduated from Peking University
in the PRC with a master’s degree in international relations and
has over 28 years of experience in the information technology
industry and investment activities. Mr. Kui is also the chairman,
chief executive officer and a director of Hi Sun Limited (“HSL”), the
Company’s substantial shareholder. Prior to joining HSL in 2000,
Mr. Kui was the president of an enterprise in the PRC. He joined the
Group in 2000.

XU WENSHENG

Mr. Xu, age 51, is an Executive Director of the Company. He
graduated from the Dalian University of Technology with a
bachelor’s degree in computer science and engineering. Mr. Xu
is also a director of HSL. Prior to joining the Group in 2003,
Mr. Xu was the president of a system integration company and
has extensive experience in computer systems integration of the
financial industry.

LI WENJIN

Mr. Li, age 56, is an Executive Director of the Company. He
graduated from Peking University in the PRC with a master’s
degree in law. He has over 28 years of experience in investment
and administrative affairs. Mr. Li is also a director of HSL. Prior to
joining HSL in 1999, he had worked for several companies in the
PRC and Hong Kong. He joined the Group in 2000. Mr. Li has also
been appointed as an executive director of PAX Global Technology
Limited, an associated corporation of the Company and a company
listed on the Main Board of the Stock Exchange, since 24 February
2010.
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Directors and Senior Management

XU CHANGJUN

Mr. Xu, age 53, is an Executive Director of the Company. He
graduated from Peking University in the PRC with a master’s degree
in international economics. Prior to joining the Group in 2001, Mr.
Xu had worked for several companies in the PRC and Hong Kong.
He has over 28 years of experience in corporate management of
enterprises in Hong Kong and the PRC.

Independent Non-Executive Directors

TAM CHUN FAI

Mr. Tam, age 57, is an Independent Non-Executive Director of
the Company. He graduated from the Hong Kong Polytechnic
University with a bachelor of arts degree in accountancy. Mr. Tam
is a member of Hong Kong Institute of Certified Public Accountants
and a member of Chartered Financial Analyst and has over 28
years’ experience in auditing, corporate advisory services as well as
financial management and compliance work. Mr. Tam is currently
an executive director of Beijing Enterprises Holdings Limited (a
major red chip company) and an independent non-executive
director of KWG Property Holding Limited, both of which are listed
on the Main Board of the Stock Exchange. He joined the Group in
2004.

LEUNG WAI MAN, ROGER

Mr. Leung, age 63, is an Independent Non-Executive Director
of the Company. He obtained a bachelor’s degree in law and a
postgraduate certificate in laws from the University of Hong Kong.
He also obtained a Juris Doctor degree from the University of
Western Ontario, Canada. Mr. Leung has been a practicing solicitor
in Hong Kong since 1984 and is now a partner of the law firm,
Messrs Foo, Leung & Yeung. He was also admitted as a solicitor in
England and Wales and as a barrister, solicitor and notary public
in Ontario, Canada. Mr. Leung has extensive working experience
in law both in Hong Kong and in Canada. He served as a member
of the Inland Revenue Board of Review from 1997 to 2005 and
has been appointed as a China-appointed Attesting Officer since
January 2003. Mr. Leung is currently an independent non-executive
director of China Flavors and Fragrances Company Limited, a
company listed on the Stock Exchange. He joined the Group in
2004.

CHANG KAI-TZUNG, RICHARD

Mr. Chang, age 65, is an Independent Non-Executive Director of
the Company. Mr. Chang graduated from the University of Texas
at Austin, United States of America with a bachelor’s degree in
Statistics and Operations Research. Mr. Chang possesses more than
24 years of experience in electronic payments industry in Southeast
Asia, Japan and the Great China. Mr. Chang was the Senior
Vice President, Global Clients APCEMEA of VISA Inc. (“VISA”)
in Singapore. He was previously VISA’s Greater China General
Manager, Japan General Manager, and senior country manager for
Singapore, Thailand, the Philippines and Indochina. He joined the
Group in 2009 as a Non- Executive Director and was re-designated
as an Independent Non-Executive Director on 26 February 2016.
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SENIOR MANAGEMENT

As at the date of this annual report, Mr. Li Huimin, Mr. Liao Lizhi,
Mr. Liang Jing Jing, Mr. Zhao Yue Hui, Mr. Li Li and Ms. Hui Lok Yan
were the Company’s senior management.

LI HUIMIN

Mr. Li, age 40, is the president of BETTI S BR AR (“VBIll
OPCQ"). He graduated from Hubei University of Technology with
a bachelor’s degree in Electrical Technology. He joined the Group
in 2008. He has over 13 years of experience in third-party payment
industry management.

LIAO LIZHI

Mr. Liao, age 47, is the general manager of Hunan Hisun Mobile
Pay IT Ltd. He graduated from Renmin University of China with
a bachelor’s degree in Corporate Management and received a
master’s degree in Business Management from Sichuan University.
He joined the Group in 2005. He has over 13 years of experience
in the communication industry.

LIANG JING JING

Mr. Liang, age 38, is the president of Beijing Hi Sun Advanced
Business Solutions Information Technology Limited. He graduated
from Central South University with a bachelor’s degree in
Telecommunications Engineering and received a master’s degree
in Engineering Project Management from Shanghai Jiao Tong
University. He joined the Group in 2003. He has over 16 years of
experience in the information technology industry.

ZHAO YUE HUI

Mr. Zhao, age 55, is the chief executive officer of Hangzhou
PAX Electronic Technology Limited. He graduated from Zhejiang
University with a bachelor’s degree in engineering, and received a
master’s degree in engineering from Tongji University. He has over
18 years of experience in corporate management. He joined the
Group in 2000.

Ll

Mr. Li, age 44, is the president of Mega Hunt Microelectronics
Limited. He graduated from Tsinghua University with a bachelor’s
degree in engineering and a master’s degree in engineering. He also
received a degree of Executive Master of Business Administration
from China Europe International Business School. He joined the
Group in 2010. He has over 22 years of experience in the integrated
circuit design industry.

HUI LOK YAN

Ms. Hui, age 41, is the Group Financial Controller and Joint
Company Secretary of the Company. She graduated from the
Chinese University of Hong Kong with a bachelor’s degree in
Business Administration. Ms. Hui is currently a certified public
accountant of the Hong Kong Institute of Certified Public
Accountants. Prior to joining the Group in 2007, she was a manager
of an international public accountancy firm.
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Dear Shareholders,

During Year 2019, consolidated revenue amounted to HK$5,576.0
million, as compared to HK$4,662.0 million in Year 2018. Such
increase was mainly contributed by the transaction volume growth
of the payment processing solutions segment as compared to last
year. Segmental operating profit totaled HK$661.0 million, 90% up
compared to Year 2018. Increase in operating profit of the Group
for Year 2019 was primarily due to (i) the absence of share option
expenses of approximately HK$195.3 million recorded in Year
2018 under the payment processing solutions segment that were
attributable to the share options granted by a subsidiary of the
Company in Year 2018; and (ii) the increase in segmental operating
profit contributed by the payment processing solutions segment
in Year 2019. The Group’s share of results from an associated
company, PAX Global in Year 2019, increased by 22% as compared
to Year 2018. Profit for the year totaled HK$683.0 million as
compared to HK$337.3 million in Year 2018. With regard to our
balance sheet, the total assets as at 31 December 2019 amounted
to HK$8,149.1 million, as compared to HK$6,632.5 million as
at 31 December 2018. Our total assets as at 31 December 2019
included short term bank deposits and cash and bank balances of
HK$4,384.2 million.

The segmental turnover for our payment processing solutions
segment amounted to HK$4,672.6 million, 25% up compared to
last year. Segmental operating profit amounted to HK$696.5 million
as compared to HK$397.0 million in Year 2018. During the vyear,
“Tianjing” (X #% ) risk control system based on expert rules was
officially put into use, and a comprehensive scan was conducted
for all merchants, which optimized the risk management structure
of merchants, through prioritizing quality and risks reduction. As
of the end of December 2019, the number of active domestic
merchants exceeded 3,500,000. On 12 November 2019, 14.01%
of the issued ordinary shares (“VBill Shares”) of VBIill Limited (“VBill
(Cayman)”) (on a fully diluted basis) were allotted to ELECTRUM
B.V. (the “Investor”) at a subscription price of RMB588,000,000.
The Directors are of the view that the subscription provides funding
to our payment processing solutions segment for further business
expansion, thereby reinforcing its comprehensive strength and
growth potential. Besides, we believe that the segment can leverage
on the experience and reputation of the Investor, whose ultimate
beneficial investor is a reputable private fund, to further develop its
business network and to create more business opportunities.
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The rest of our four segments were generating relatively stable
turnover to the Group during the year. The decline in segmental
operating profit from financial solutions segment was mainly due
to an increase in staff cost for increased headcount as compared
to the preceding year. The decline in segmental operating profit
from information security chips and solutions was attributable to
the share option expenses of approximately HK$30.3 million on
share options granted by a subsidiary of the Company in 2019. To
leverage on our strengths in the traditional market, we will continue
to invest in and target new opportunities for product innovation and
business development in the areas of e-commerce, payment and
internet finance.

EFFECT OF COVID-19

In view of the outbreak of the novel coronavirus disease 2019
(COVID-19) (the “epidemic”) in Mainland China since January
2020, the Group has adopted various prevention and control
measures in accordance with the relevant national and local
regulations on epidemic prevention and control to comply with
the national epidemic prevention policies. The Group is closely
monitoring the market situation and continuously evaluating the
impact of the epidemic on the Group’s operation and financial
performance. We observed a lower than usual transaction volume
being processed through its payment processing solutions segment
in January and February 2020, excluding the probable seasonal
fluctuations due to the Lunar New Year holidays, the decline
in transaction volume could have been caused by a decline in
consumer consumption of goods and services in the face of the
epidemic. Given the uncertainties as to the development and
duration of the current epidemic situation, it is difficult to predict
the extent to which the business of the Group may be affected. Up
to the date of this report, the assessment is still in progress. In the
light of the current situation, the local consumption market and
hence the payment processing industry, as well as the Group's
financial performance will inevitably be affected by the epidemic
in the first half of 2020. Nevertheless, we believe that the current
adversity will eventually be overcome with the joint efforts of our
staff.
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Combined with our strong financial position, management
will remain focused on financial and operation disciplines and
take hold of the various opportunities for the Group’s business
growth in Year 2020. On behalf of the Board, we would like
to take this opportunity to express our utmost gratitude to our
customers, bankers, suppliers, business associates and most valued
shareholders for their continuous trust and support to the Group.

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 30 March 2020
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BUSINESS PERFORMANCE
OUTLOOK

AND BUSINESS

Review of business performance of the Group during the Reporting
Year and the Group’s business outlook are disclosed in the section
headed “Business Review” of the Report of the Directors in this
Annual Report.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2019, the Group reported total assets of
HK$8,149.1 million (2018: HK$6,632.5 million), which were
financed by total liabilities of HK$2,870.6 million (2018:
HK$2,061.2 million) and total equity of HK$5,278.5 million (2018:
HK$4,571.3 million). The net asset value was HK$5,278.5 million
(2018: HK$4,571.3 million). Net assets per share amounted to
HK$1.901 as at 31 December 2019 as compared to HK$1.646 per
share as at 31 December 2018.

As at 31 December 2019, the Group had cash and bank balances
of HK$4,384.1 million (2018: HK$2,681.5 million) and short-term
borrowing of HK$5.6 million (2018: HK$10.2 million). The net
cash position as at 31 December 2019 was HK$4,378.5 million
as compared to HK$2,671.3 million as at 31 December 2018. The
gearing ratio is calculated as total debt divided by total capital,
while total debt includes borrowing, lease liabilities and written put
option liability of the Group. The gearing ratio was 12.4% (2018:
0.2%). The gearing ratio is considered healthy and suitable for the
continuing growth of the Group’s business.

CAPITAL STRUCTURE AND DETAILS OF CHARGES

As at 31 December 2019, the Group had bank borrowing of
HK$5.6 million (2018: HK$10.2 million) and banking facilities of
approximately HK$17.8 million (2018: HK$18.2 million). The bank
borrowing was charged at an interest rate of 4.57% per annum
(2018: 5.24%). As at 31 December 2019, the bank borrowing and
banking facilities were secured by the leasehold land and buildings
of a subsidiary of the Company, with a net carrying amount of
HK$2.7 million (2018: HK$2.9 million) and HK$6.4 million (2018:
HK$7.5 million), respectively.

Approximately HK$3,002.7 million, HK$265.6 million, HK$997.0
million, HK$116.2 million and HK$2.6 million of the Group’s cash
balances were denominated in Renminbi, Hong Kong Dollar, US
Dollar, Japanese Yen and Macanese Pataca (“MOP”) respectively as
at 31 December 2019.
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Management Discussion and Analysis

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

SIGNIFICANT INVESTMENT

Save as disclosed in this annual report, the Group had no significant
investment held as at 31 December 2019.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed in this annual report, the Group did not have
any material acquisition or disposal of subsidiaries during the year
ended 31 December 2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in this annual report, there was no specific plan
for material investments or capital assets as at 31 December 2019.

EXCHANGE RATES EXPOSURE

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

CONTINGENT LIABILITIES

(A) Performance Guarantee Agreement with a customer

In 2015, the Company entered into a performance guarantee
agreement with a customer (the “Performance Guarantee
Agreement”). Pursuant to the Performance Guarantee
Agreement, the Company agreed to provide the customer with
a guarantee in relation to the due and punctual performance of
a service project by a subsidiary of the Group with a surety of
not more than HK$60,000,000 and to indemnify the customer
against any third-party claim of intellectual property right
infringement resulting from the acts of the said subsidiary.
The Performance Guarantee Agreement remained in full force
and effect during the year of 2019. As at 31 December 2019,
the Company did not recognise any liability in relation to the
Performance Guarantee Agreement as the Directors consider
the possibility of reimbursement is not probable.
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(B) Guarantee Agreement with subsidiaries of the Group

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

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

The 2018 Guarantee Agreement was terminated on 5 July 2019
and the entirety of the Company’s obligations and liability
thereunder, if any, was effectively transferred to the 2019
Guarantee Agreement, subject to the terms and conditions of
the 2019 Guarantee Agreement. As at 31 December 2019, the
Company did not recognise any liability in relation to the 2019
Guarantee Agreement as the Directors consider the possibility
of reimbursement is not probable.
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Save as disclosed above, the Group had no material contingent
liability as at 31 December 2019.
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EMPLOYEES

The total number of employees of the Group as at 31 December
2019 was 2,857. The breakdown of employees by division is as
follows:
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REER-ZZE-NFT_A=+—BZEELHER
2,857 A BIZEPIA DT

Payment processing solutions XNRZPEBIRT R 1,057
Information security chips and solutions BERREER MR 92
Platform operation solutions FRELMRAR 795
Financial solutions TRBRTTER 657
Electronic power meters and solutions BRAEERRBARR 205
Others HAh 12
Corporate office 1D 39

2,857

The Group ensures that its employees’ remuneration packages are
comprehensive and competitive. Employees are remunerated with
fixed monthly income plus annual performance related bonuses.
The Group also operates certain share option schemes for the
purpose of attracting, retaining and motivating the employees,
details are set out in the Share Capital and Share Options section
of the Report of the Directors. The Group also sponsors selected
employees to attend external training courses that suit the needs of
the Group’s businesses.

Disclaimer:
Non-GAAP measures

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

The Directors submit their report together with the audited financial
statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding.
The principal activities of the Group are provision of payment
processing solutions, sales of information security chips and
solutions, provision of platform operation solutions, provision
of financial solutions and sales of electronic power meters and
solutions.

An analysis of the Group’s performance for the year by business
and geographical segments is set out in note 6 to the consolidated
financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2019 are
set out in the consolidated income statement on page 101.

The Directors do not recommend the payment of dividend for the
year (2018: Nil).

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity and in notes 31 and 40 to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of
the Group are set out in note 15 to the consolidated financial
statements.
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SHARE CAPITAL AND SHARE OPTIONS

Share Option Scheme of the Company

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

The total number of shares of the Company (the “Shares”) which
may be issued upon exercise of all options to be granted under
the Scheme, and any other share option schemes of the Company
in issue, shall not in aggregate exceed 10% of the relevant class
of securities of the Company in issue as at the date of approval of
the Scheme unless the Company obtains a fresh approval from its
Shareholders.

The maximum number of Shares issued and may be issued upon
exercise of all exercised and outstanding options granted to each
Participant shall not in aggregate exceed 1% of the relevant class
of securities of the Company in issue in any 12-month period. Any
further grant of options in excess of the aforesaid 1% limit shall be
subject to the approval of the Shareholders of the Company with
such Participant and his/her associates abstaining from voting.

As at the date of this report, 267,342,983 Shares were available for
issue under the Scheme, representing 9.63% of the total number of
Shares in issue.

The exercise period of the options granted is determinable by the
Directors, commencing on the date of the offer of the options (the
“Offer Date”) and expiring within 10 years therefrom.

There is no minimum period for which an option must be held
before it can be exercised and no performance target must be
achieved by the grantee before the option can be exercised.

A share option shall take effect when duly accepted by the grantee
and the Company receives from the grantee a remittance of
HK$1.00 as consideration for the grant.
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The exercise price of an option shall be determined at the discretion
of the Board and shall be at least the highest of (i) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations
sheet on the Offer Date, which must be a day on which the Stock
Exchange is open for the business of dealing in securities (“Trading
Day”); (ii) a price being the average of the closing prices of the
Shares as stated in the Stock Exchange’s daily quotation sheets for
the five Trading Days immediately preceding the Offer Date; and (iii)
the nominal value of a Share.

As at 1 January 2019, 31 December 2019 and up to the date of
this report, there was no outstanding share option of the Company
granted under the Scheme. No share option of the Company has
been granted, exercised, cancelled or lapsed under the Scheme
during the year ended 31 December 2019.

Share Option Scheme of VBill OPCO

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

The total registered capital of VBill OPCO (“VBill OPCO Registered
Capital”) which may be contributed by grantees upon the exercise
of all options to be granted under the VBill OPCO Share Option
Scheme and any other share option schemes of VBill OPCO shall
not in aggregate exceed RMB19,990,000, being 10% of the VBill
OPCO Registered Capital as at the date of approval of the VBill
OPCO Share Option Scheme unless the Company obtains a fresh
approval from the Shareholders.
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The maximum VBill OPCO Registered Capital contributed and to
be contributed upon exercise of the VBill OPCO Options granted
to each participant of the VBill OPCO Share Option Scheme
(including both exercised and outstanding VBill OPCO Options)
in any 12-month period shall not exceed 1% of the VBill OPCO
Registered Capital, unless otherwise approved by the Shareholders
with such participant and his close associates (or his associates if
such participant is a connected person) abstaining from voting. For
VBill OPCO Options granted or to be granted to any substantial
Shareholder, independent non-executive Director, or their respective
associates, the said limit shall be reduced to 0.1% of the VBill
OPCO Registered Capital. Any further grant of VBill OPCO Options
in excess of such limit is subject to Shareholders’ approval at
general meeting, with the relevant participant(s) concerned and all
core connected persons of the Company abstaining from voting.

The exercise period of the VBill OPCO Options granted is to be
determined by the board of directors of VBill OPCO, which shall not
be beyond 5 years from the date of grant.

There is no minimum period for which a VBill OPCO Option
must be held nor any performance targets must be achieved by
a grantee before a VBill OPCO Option can be exercised, subject
to VBill OPCO'’s board of directors’ discretion, on a case-by-case
basis or generally, to impose such conditions, such as minimum
performance targets and other terms as they consider appropriate.

Each grantee shall pay RMB1.00 to VBill OPCO upon acceptance of
the VBill OPCO Options granted.

The subscription price payable by any grantee shall be determined
by the board of directors of VBill OPCO in its absolute discretion
at the time of the grant of the VBill OPCO Option, with reference
to factors which may include the business performance, value of
VBill OPCO Group and the grantee’s individual performance, but in
any event, shall not be less than the net asset value of the relevant
equity interests of VBill OPCO subject to the VBill OPCO Option
calculated based on the latest audited accounts of VBill OPCO.
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The subscription price of VBill OPCO Options granted after the
Company would have resolved to seek a separate listing of VBill
OPCO on the Main Board or Growth Enterprise Market of the
Stock Exchange or an overseas stock exchange and up to the listing
date of VBill OPCO must be not lower than the new issue price
(if any). In particular, any VBill OPCO Options that would have
been granted during the period commencing six months before the
lodgement of Form A1 (or its equivalent for listing on the Growth
Enterprise Market of the Stock Exchange or the overseas stock
exchange) up to the listing date of VBill OPCO would be subject to
this requirement.

The following table sets out the movements of the VBill OPCO
Options during the year ended 31 December 2019:

RARRIZORT KEETT B 2 A £ IR GEMBE S
BHRZXGMATEMREERETN LT R PR
HBETTI B < RIBE T SERAEITE (F) -
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Amount of VBill OPCO Registered Capital subject to the VBill OPCO Options

RETABRERSROBTAERRFSR

Exercise
price
(for every
RMB1.00 in the Outstanding Lapsed/ Outstanding
VBill OPCO as at Granted Exercised cancelled as at
Registered 1 January during during during 31 December
Grantee Date of grant Capital) 2019 the year the year the year 2019
e
(BTEm R-ZE-AF R=B-hE
BATE -A-H ERrE#/ t=A=t-8
AEA REAH AR¥1.007T) RETE FARE FRETHE ¥ RETHE
RMB RMB RMB
AR ARE AR
Mr. Shen Zheng (“Mr. Shen”) 5 February 2018 12.51 13,629,500 - - - 13,629,500
BREEE (TBREE]) “Z-)\¥ZAT®A
Mr. Li Huimin (“Mr. Li") 5 February 2018 12.51 6,814,750 - - - 6,814,750
Regrs((BEE]) T /\F-AAA
Mr. Guo Yi (“Mr. Guo”) 5 February 2018 12.51 6,814,750 - - - 6,814,750
BrAkE ([BEE]D —T-\FZARA
Total: 27,259,000 - - - 27,259,000
A5t




Mr. Shen is a director and the chairman of the board of VBill OPCO
and a director of certain members of the VBill OPCO Group. Mr.
Li is the chief executive officer of VBill OPCO and the supervisor
of a member of the VBill OPCO Group. Mr. Guo is the senior vice
president of VBill OPCO.

The grantees may exercise their VBill OPCO Options within three
years from the date on which the VBill OPCO Share Option Scheme
took effect (i.e. 5 February 2018).

As at the date of this report, VBill OPCO Options in the amount
of RMB27,259,000 remain outstanding, representing 12% of the
enlarged VBill OPCO Registered Capital.

Share Option Scheme of Megahunt

Mega Hunt Microelectronics (Beijing) Limited (“Megahunt”),
an indirect wholly-owned subsidiary of the Company, adopted
a share option scheme (“Megahunt Share Option Scheme”),
which complies with Chapter 17 of the Listing Rules, on 4 July
2018 which became effective on 10 August 2018. Certain terms
of the Megahunt Share Options Scheme were amended by the
Shareholders at general meeting held on 27 June 2019, details of
which are set out in the circular of the Company dated 6 June 2019.
The purpose of the Megahunt Share Option Scheme (as amended) is
to enable Megahunt to grant options of equity interest of Megahunt
(“Megahunt Options”) to selected participants as incentives or
rewards for their contribution or potential contribution to Megahunt
and to provide the selected participants with the opportunity to
acquire proprietary interests in Megahunt and to encourage them to
work towards enhancing the value of equity interests in Megahunt
for the benefit of Megahunt and its shareholder(s) as a whole.
Eligible participants of the Megahunt Share Option Scheme include
the directors or senior management of the Company, Megahunt
or its subsidiaries. Unless otherwise amended or terminated, the
Megahunt Share Option Scheme will be effective for a period of 5
years from 10 August 2018.

The total registered capital of Megahunt (“Megahunt Registered
Capital”) which may be contributed by the grantees upon exercise
of all Megahunt Options to be granted under the Megahunt Share
Option Scheme and any other share option schemes of Megahunt
shall not exceed HK$1,500,000, being 10% of the Megahunt
Registered Capital as at the date of approval of the Megahunt Share
Option Scheme, unless the Company obtains a fresh approval from
the Shareholders.
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The maximum Megahunt Registered Capital contributed and to
be contributed upon exercise of the Megahunt Options granted
to each participant of the Megahunt Share Option Scheme
(including both exercised and outstanding Megahunt Options)
in any 12-month period shall not exceed 1% of the Megahunt
Registered Capital, unless otherwise approved by the Shareholders
with such participant and his close associates (or his associates
if such participant is a connected person) abstaining from voting.
For options granted or to be granted to a substantial Shareholder,
an independent non-executive Director, or any of their respective
associates, the said limit is reduced to 0.1% of the Megahunt
Registered Capital. Any further grant of options in excess of such
limit is subject to Shareholders” approval at general meeting, with
the participant concerned and all core connected persons of the
Company abstain from voting.

The exercise period of the Megahunt Options shall be determined
by the board of directors of Megahunt at the time of making the
offer of the Megahunt Options and in any event shall not be beyond
10 years from the relevant date of grant.

Although it is not a general requirement under the terms of
Megahunt Share Option Scheme for any minimum period for which
any Megahunt Option must be held or any performance targets
which must be achieved before any Megahunt Option granted can
be exercised, the board of directors of Megahunt has discretion on a
case-by-case basis or generally to impose such conditions, including
(i) minimum periods for which the Megahunt Option must be held;
and/or (ii) minimum performance targets that must be reached
before the Megahunt Options can be exercised in whole or in part;
and/or (iii) such other terms as may be imposed at the discretion of
the board of directors of Megahunt on the Megahunt Options where
appropriate.

Each grantee shall pay HK$1.00 to Megahunt upon acceptance of
the Megahunt Options granted.

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

AEE12ME A MR R RIEERR R &S 2RER
HEJERIEERBRE (BIEC /TR LA ARTTEIKAIE
EBRE) BITRERE I I AZ &SI IEZEZM
ARG HRIBIKERIEEE MR Z21%  ERR S A1
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(Z2HBERBEAL) ) ERERRE -FID KM
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RN S L REEREERAIEEE MR
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IKAEEREEZORETE - EERIE SRR B
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FAERIERA 2 KRRERRERNITEE 2B -



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

The following table sets out the movements of the Megahunt
Options during the year ended 31 December 2019:
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RARRZRT FICAIEZ NI P TR CEMEE
INEHZ B RIT EMEREENRAEE LT BRI
REKMEERRE s RBETNSERNETE
(IF) o LEE - PRIRAZATRAE (SR A FTGEMaL
BINEHFR B L2 BB BN EARGES
JKaEZ £ A IR AR 2 (AR ERIEE B e
TRE ST HUE °

TERFBE-Z—AF+=A=+— Bk
BB 28

Amount of Megahunt Registered Capital subject to the Megahunt Options

ZRNEEBRESROKAEEIMRELE

Exercise
price
(for every
HK$1.00
inthe  Outstanding Outstanding
Megahunt as at Granted Exercised Cancelled Lapsed asat
Registered 1 January during during during during 31 December
Grantee Date of grant Capital) 2019 the year the year the year the year 2019
TEE RZB-NE
(kiEE R-B-NF +=A
Bl -A-H =t+-8
AR REAH §1.00%7) RETR FARY  FRETHR FRER FRRK RETE
RMB HK$ HK$ HK$ HK$ HK$ HK$
AR® AT oy BT BT BT AL
Mr. Li Li (“Mr. Li") 10 August 2018 1333 1,800,000 - - (1,800,000) - -
Furs ([FxL]) —“E-\FN\ATH
27 June 2019 11.46 - 1,800,000 (1,800,000) - - -
“E-NEAAZTER
Mr. Liu Zhan-li (“Mr. Liu") 10 August 2018 1333 525,000 - - (525,000) - -
EMEE ([81%E]) “E-\$/\RAtA
27 June 2019 11.46 - 525,000 (525,000) - - -
ZZ-NERAZTER
Mr. Yang Lei (“Mr. Yang") 10 August 2018 13.33 525,000 - - (525,000) - -
BEAE(HEE]) —ZE-\FN\ATH
27 June 2019 11.46 - 525,000 (525,000 - - -
“E-NERAZTER
Ms. Song Jie (“Ms. Song") 10 August 2018 1333 150,000 - - (150,000) - -
Rzt ([R&L)) —“Z-\FN\ATH
27 June 2019 11.46 - 75,000 (75,000) - - -
“E-NEAAZTER
Mr. Xu Changjun (“Mr. Xu CJ’) 27 June 2019 11.46 - 675,000 (675,000) - - -
HEERE([REERE]) “E-NEAAC-TER
Mr. Xu Wensheng (“Mr. Xu WS") 27 June 2019 11.46 - 750,000 (750,000) - - -
GRAERE ([HXEEE]) “E-NERAZTLR
Ms. Hui Lok Yan (“Ms. Hui") 27 June 2019 11.46 - 150,000 (150,000 - - -
faaat ([Fat)) —E-NEAAZTER
Total: 3,000,000 4,500,000 (4,500,000) (3,000,000 - -
At
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Mr. Li is a director, legal representative and general manager of
Megahunt. Mr. Liu is the technology director of Megahunt. Mr.
Xu CJ is an executive director of the Company. Mr. Xu WS is an
executive director of the Company. Mr. Yang is the deputy general
manager of Megahunt. Ms. Hui is the group financial controller and
joint company secretary of the Company, and director of certain
subsidiaries of the Company. Ms. Song is a director and financial
controller of Megahunt.

On 30 December 2019, the Shareholders approved certain
amendments to the terms of the Megahunt Options granted on
3 June 2019 under the Megahunt Share Options Scheme (as
amended), details of which are set out in the circular of the
Company dated 10 December 2019.

Such Megahunt Options, as amended, became no longer subject
to any vesting restriction and the Grantees could exercise all of the
Megahunt Options within the exercise period, which ends on (i) the
tenth anniversary from the date of grant; or (ii) the date on which
such Megahunt Options cease to be valid, whichever is earlier.

Please refer to note 30 to the consolidated financial statements for
the weighted average fair value of Megahunt Options granted during
the year ended 31 December 2019.

As at 31 December 2019 and as at the date of this report, no
Megahunt Option remained outstanding.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for
distribution to shareholders as calculated under the Companies Act
1981 of Bermuda (as amended) had a deficit of HK$11,207,000
(2018: reserve of HK$27,188,000). The Company’s share
premium account, in the amount of HK$1,290,857,000 (2018:
HK$1,290,857,000) may be distributed in the form of fully paid
bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda which would oblige the Company
to offer new Shares on a pro-rata basis to existing shareholders.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 236.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any Shares of the Company during the year ended 31
December 2019.
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BUSINESS REVIEW

CONDENSED SEGMENT RESULTS ANALYSIS
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WBERE
RRER S B A AT

A

Turnover EBITDA’
BXE EBITDA’
2019 2018 2019 2018
“E-NE —T-)N\& “E-hE —E-)\F
Note HK$'000 HKS'000 HK$'000 HK$'000
fizx Br FHL T T
Payment processing solutions XNRFREBANE 1 4,672,640 3,744,922 1,160,533 884,448
Information security chips and solutions BEER2OHRERTR 2 290,010 291,567 29,639 26,475
Platform operation solutions FRELERTR 3 196,302 209,636 (11,672) (24,148)
Financial solutions EREANE 4 302,223 311,549 (6,081) 12,054
Electronic power meters and solutions B iEEmREARR 5 116,277 105,347 (12,232) (23,920)
Others i - - (11,461) (12,262)
Segmental results ﬁiﬁ § e 5,577,452 4,663,021 1,148,726 862,647
Less: Inter-segment turnover e NEREEE (1,471) (1,067) - -
Total A& 5,575,981 4,661,954 1,148,726 862,647
Depreciation e (384,834) (297,496)
Amortisation B R (112) (434)
Write off of property, plant and equipment MENZ BERSE (94,701) -
Fair value gains/(losses) on financial asses RAYEF ARG SHEEL
at fair value through profit or loss ’&Wﬁuiﬁé (B#B) B 22,215 (16,273)
Employees’ incentive programmes of subsidiaries {82 ]2 & 8 12 EyzT & C (30,303) (201,447)
Segmental operating profit PRELER 660,991 346,997
Unallocated other income R EEMBPA 8,624 5,145
Unallocated corporate expenses RABRCERX (91,442) (93,641)
Operating profit 578,173 258,501
CONDENSED CONSOLIDATED INCOME STATEMENT EBAZREWER
2019 2018
—B-NE “2-N\E
Note HK$'000 HKS'000
ik TEn TEL
Revenue A A 5,575,981 4,661,954
Cost of sales HEKA C (4,254,553) (3,404,203)
Gross profit EH 1,321,428 1,257,751
Other income EA B 116,842 43,894
Other gains/(losses), net Hinlvzs / (B518) 58 B 22,040 (16,922)
Selling expenses HEHY C (82,266) (96,829)
Administrative expenses THER . C (720,768) (687,992)
Employees’ incentive programmes of subsidiaries TB AR 288 RE C (30,303) (201,447)
Credit impairment loss EERESR C (48,800) (39,954)
Operating profit bl 578,173 258,501
Finance costs AR s (10,245) (89)
Share of results of investments accounted for using ElEABREA R RE % D
the equity method 208,695 171,753
Profit before income tax WP {GBAT R A 776,623 430,165
Income tax expense FEHAY (93,656) (92,875)
Profit for the year FERERN 682,967 337,290
Profit attributable to: R
— Owners of the Company —ARAERA 569,111 278,175
~ Non-controlling interests —¥iEhER 113,856 59,115
682,967 337,290
Earnings per share for profit attributable to L NNGIE PN A HKS per share HKS per share
the owners of the Company: BN zBRER: R FRET
Basic EAR 0.205 0.100
Diluted %% 0.190 0.095

#

Represents earnings/(losses) before interest expenses, taxes, depreciation and

amortisation, and excludes write off of property, plant and eﬂuipment, fair

value gains/(losses) on financial assets at fair value through pro

it or loss and

employees’ incentive programmes of subsidiaries.

fEARFIEXH A - TEREENEMN S (BE) kT
BRI W MR BATHER ARG 2 SREE

ZRTFEWE () kB QR B it E .
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CONDENSED CONSOLIDATED BALANCE SHEET HRGAEERER
As at 31 December
Rt=A=+-
2019 2018
ZE-hE —EN\F
Note HK$'000 HK$'000
Birst TR FET
ASSETS BE
Investment properties and property, plant and equipment & 5%%&%% B RRE E 385,834 716,768
Leasehold land HELH - 30,490
Right-of-use assets Eﬁ HEE F 88,501 -
Intangible assets BIEE 2,065 1,884
Deferred income tax assets RIEFGHEAE 119 -
Investments accounted for using the equity method Py Sy INPEd - o G 2,106,737 1,931,188
Financial asset at fair value through other comprehensive income BAVEFAEMZARG SREE - 895
Financial assets at fair value through profit or loss BAVEARG EREE H 289,918 273,745
Inventories e [ 95,651 162,275
Trade and bills receivables [EUCRR R BN R E J 212,174 149,178
Other financial assets at amortised cost and other current assets REBENATECEMEREER J
AMRHEE 168,715 131,625
Loan receivables BRER K 385,128 536,295
Amounts due from investments accounted for using the equity method  JEMUA R )5 A BR 2 12 & 2 5B L 19,970 15,116
Current income tax recoverable Al BN ER AT 1S 2 10,007 -
Short-term bank deposits S IRIT I 147 1,583
Cash and bank balances ReRiETES M 4,384,102 2,681,475
Total assets BEAE 8,149,068 6,632,517
EQUITY i
Capital and reserves attributable to owners of the Company ADREBAREERR R
Share capital RA 6,942 6,942
Reserves [k 4,680,106 4,371,271
4,687,048 4378213
Non-controlling interests g 591,464 193,062
Total equity BEAH 5,278,512 4,571,275
LIABILITIES 8
Written put option liabilit ELRABEARE 0 683,908 -
Deferre(f income tax |1ab1{|ties BIEFMGEHAR 522 109
Trade and bills payables ENERRENS N 439,287 251,043
Payables for payment processing solutions business Eﬁ?&%?@ﬁ#ﬁ%ﬁx%i‘kz&ﬁ N 599,389 266,710
Other payabﬁes and accruals H{th A B [ ERT R N 1,029,432 1,376,874
Amounts due to investments accounted for using the equity method ﬁEﬁLM’éE/XJ\EEZ&ﬁZMIE L 21,226 114,190
Current income tax liabilities AEEHAaRE 31,905 42,069
Lease liabilities HEEE F 59,310 -
Borrowing B 5,577 10,247
Total liabilities BELAE 2,870,556 2,061,242
Total equity and liabilities EERABAE 8,149,068 6,632,517
HKS$ per share HK$ Ber share
& T FRAT
Net assets per share BREEFE 1.901 1.646

F'*EEIIV\QEE' "5 %%%

For the year ended 31 December

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BET-A=1+-HLEE

2019 2018

—E-NF —Z-N\&

HK$'000 HK$'000

TRL FET

Net cash generated from operating activities REZDHERLTFE 1,254,462 698,954
Net cash used n investing acivites | ______ AR 005586 ____ ues9 _

Net cash generated from financing activities MERDRERERE 640,466 15,460

Net increase in cash and cash equivalents RERBSEEYENTEE 1,089,342 244,423

Cash and cash equivalents at beginning of the year FNLRENRTFEY 2,681,475 2,541,482

Exchange loss on cash and cash equivalents ReRBEeSBYZIELER (58,250) (104,430)

Cash and cash equivalents at end of the year ERZAERASESEN 3,712,567 2,681,475




FINANCIAL REVIEW

During the year ended 31 December 2019 (“YEAR 2019”), the
consolidated turnover of Hi Sun Technology (China) Limited
(the “Company”) and its subsidiaries (the “Group”) amounted
to HK$5,576.0 million, representing an increase of 20% when
compared with the year ended 31 December 2018 (“YEAR 2018").
Profit for the year totaled HK$683.0 million as compared to
HK$337.3 million in YEAR 2018.

With regard to the balance sheet, the total assets as at 31 December
2019 amounted to HK$8,149.1 million, when compared with
HK$6,632.5 million as at 31 December 2018. As at 31 December
2019, net current assets amounted to HK$3,120.1 million, when
compared with HK$1,606.1 million as at 31 December 2018.

SEGMENT PERFORMANCE REVIEW

(1) Payment processing solutions
Key performance indicators

HERE
EBITDA’
I - BB R Ak

Turnover*

EBITDA?

Write off of property,
plant and equipment

Employees’ incentive programme  —EIf{ & A F 2
of a subsidiary & B #ZEhat &
Operating profit &R

* Turnover from external customers

: Represents earnings before interest expenses, taxes, depreciation and
amortisation, excludes write off of property, plant and equipment and
employees’ incentive programme of a subsidiary

Segmental turnover amounted to HK$4,672.6 million, as
compared to HK$3,744.9 million in YEAR 2018. By end
of YEAR 2019, there were over 3,500,000 active domestic
merchant and the monthly transaction volume in December
2019 exceeded RMB120 billion. Segmental operating profit
amounted to HK$696.5 million, 75% up as compared to YEAR
2018. The increase in segmental operating profit is primarily
attributable to (i) the absence of share option expenses of
approximately HK$195.3 million under the payment processing
solutions segment attributable to the share options granted
in February 2018; and (ii) the volume growth of the payment
processing solutions segment in YEAR 2019.
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Bt #5El R

RBE_T-NFT_A=1T—BLFE (2T
FED mERE(PE)ARAR ([RAF]) RE
MEAR ([AREE]) 24rE 2 25/25,576,000,000
BT BEE-_ZT-N\FE+_A=+—HILFE
(ZE—NEE])EMN20% - FREFNALE
683,000,000/ 7T+ 1 — = — /\ & [Z Bl 4337,300,000
BT e

REEBBEAmME RN_T—hF+_A=+—8"
B EAEBS, 149,100,000 7T MR - — \F
+ = A=+—HEIA6,632,500,0008 L - R_ZE— N,
F+ZA=1T—H R"EEEFEA3,120,100,000
B - mRZE-NF+A=+—RHHE A
1,606,100,00078 7T °

DEREERE
(1) ENARBEEMRIR
T EXRBIETE
2019 2018 Change
= —E-N\F )
HK$’000 HK$'000 +/(-)
FET FHET
4,672,640 3,744,922 +25%
1,160,533 884,448 +31%
94,701 - N/A 1~ A
- 195,300 N/A i A
696,466 397,001 +75%

* REINDEPZERER

EARFTAE S BUR - T E LB AN TERIEH
S BB MR A K — M B R B 2 (B B 2EEhaT

El

DABE ¥ 5B 54,672,600,0008 T T —Z
— J\4EJE A3,744,900,0008 L A —ZE— N,
FEROERE NP S #3,500,000F
MR- NF+-_AZAEXRSEHEBAR
#1,20018 7T ° 7 8 48 & i F1| £696,500,000
B BT — \FEEGIN75% - p L
BRIEIMDEEFARNRZAR T —N\F
ZAREMEREEENSTNR S EEMER
FEREDFPEIET 2 BER#EREZ49195,300,000/%
RN ZE-NFEINRZPEREHE RS

7T
EnRHEEER-
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(2) Information security chips and solutions

Key performance indicators

Turnover* 3R
EBITDA? EBITDA?
Employees’ incentive programme  —fEff @A A 2

of a subsidiary 1B B 82 Eh=t 2
Operating (loss)/profit e (B8, 8 M

* Turnover from external customers

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

During the year, segmental turnover amounted to HK$290.0
million as compared to HK$291.6 million in YEAR 2018.
Segmental operating loss amounted to HK$3.1 million, as
compared to segmental operating profit of HK$19.7 million in
YEAR 2018. Decline in segmental operating profit was mainly
due to share option expenses of approximately HK$30.3
million under the information security chips and solutions
segment attributable to the share options granted in 2019
(Please refer to the circulars of the Company dated 6 June 2019
and 10 December 2019 for further details.).

2 ERRETARMBRER

FEXHIEE
2019 2018 Change
—E-NE —T—-N\F b5y

HK$’000 HK$’000 +(-)

FET FET
290,010 291,567 1%
29,639 26,475 +12%
30,303 6,147 +393%
(3,098) 19,699 N/A i A

* KREINBEFZEXRE

AR E S BUR - FERMEA AN RTEE
—FEIM B AR 2 B 2Rt &)

FR - 558 % 5 5290,000,0008 7T M=
— J\4E & /5291,600,000/8 7T ° D M & & B 18 &
3,100,000 70 M—Z— \FEAAHBLE R
F119,700,000/ 7T » DAL LR FIR D I EZ BN
R-E-NFREBREEENEELDNA
MERR T R HRIE T 2 B IRER 2 £930,300,000
BT GE—THERL2MARRRAMAZZE 1
FARARNBRZE-NF+ZA+THM@EEK-) -



(3) Platform operation solutions

Key performance indicators

Turnover* R

EBITDA? EBITDA?

Fair value gains/(losses) on BAFEFABRZ
financial assets at fair value TREEZATE
through profit or loss Wz, (EE)

Operating profit/(loss) rEm s, (B1E)

* Turnover from external customers

: Represents earnings before interest expenses, taxes, depreciation and
amortisation, and excludes fair value gains/(losses) on financial assets
at fair value through profit or loss

In YEAR 2019, we continued to provide high-quality and
efficient supporting services, such as product development,
business operation and system maintenance, to China Mobile
Fintech, the IVR Base of China Mobile and the Animation
Base of China Mobile. During the year, segmental turnover
amounted to HK$194.8 million as compared to HK$208.6
million in YEAR 2018. Segmental operating profit amounted
to HK$5.1 million, as compared to segmental operating loss
HK$42.7 million in YEAR 2018. Segmental operating profit was
primarily attributable to the fair value gains on financial assets
through profit or loss amounted to HK$22.2 million during the
year as compared to fair value losses of HK$16.3 million in
YEAR 2018.
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FEBEEMRAR

FEXRHEIEE

2019 2018 Change
—E-hE —B-N\F 25
HK$’000 HK$’000 +/()

FE&T FET
194,831 208,569 7%
(11,672) (24,148) N/A T~ F
22,215 (16,273) N/A i A
5,130 (42,696) N/A i F

* REINDEPZEER

fOEARRMEXH BB MEREENBEN KTE
FRATEFARSZ SMEEZ AT EWE (B
)

REZZB—NEFE BMEBEATEESR - TEH
IVRELH &2 P2 BhEh 8 ALt iR B E = ey S5 AR
% MERMAE EBBEREREE TN D
$8 2 585194,800,0008 7T T —F— \FZ A
208,600,000/ 7T ° 0 FBAL & % F) 45,100,000/
7L M=E—\FERIAS L EEE42,700,000
BT DR E N EEZHRFRNTABRZ S
BB E 2 A EUW S A22,200,0008 7T T =
— N\FE AE15 A T{EEE16,300,000%8 7T ©
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(4) Financial solutions

(5)

Key performance indicators

Turnover* R
EBITDA EBITDA
Operating (loss)/profit e (BR) /s h

* Turnover from external customers

During the year, segmental turnover amounted to HK$302.2
million, as compared to HK$311.5 million in YEAR 2018.
Segmental operating loss amounted to HK$9.6 million, as
compared to segmental operating profit of HK$11.8 million in
YEAR 2018. Decrease in segmental operating profit was mainly
due to an increase in staff cost for increased headcounts during
the year.

Electronic power meters and solutions
Key performance indicators

Turnover* R
EBITDA EBITDA
Operating loss KEER

* Turnover from external customers

Segmental turnover amounted to HK$116.3 million, 10%
increase as compared to YEAR 2018. Increase in turnover was
mainly due to increase in shipment level as compared to YEAR
2018. Segmental operating loss amounted to HK$15.2 million,
as compared to HK$26.4 million in YEAR 2018. Various
measures were in place to streamline costs and improve
operating efficiency.

(@) EBBRT R

FEXRHIEE

2019 2018 Change
—E-hEF —E-N\F poE)
HK$’000 HK$'000 +/(-)

FET FAET
302,223 311,549 -3%
(6,081) 12,054 N/A i A
(9,606) 11,776 N/A i A

* REINDEPZERER

RARFE - 538 E %5 /£302,200,0008 7T+ i1 —
Z— \FEZ8IA311,500,0008 7T » 7 84L& &5 18
$©H8/49,600,000/8 T M—Z— \FEAAHHE
#4205 111,800,000/ 7T © 73 FE AL & AR A T

TEMNFRABUE NS E TRAIE TR

BRI BERRBASE

FEXHIEEZ

2019 2018 Change
—E-hEF —E-N\EF a)
HK$’000 HK$’000 +/(-)

FET FET
116,277 105,347 +10%
(12,232) (23,920) N/A i A
(15,201) (26,424) N/A i A

* REINDEPZEEER

PDAEETEA116,300,0008 0 BT — \FE
EIN0% - & HFBEMIEZERNEHEER=-F
— J\FEIEIMFTEL - 5 F8 4L & B 18 415,200,000
BT m=E— N\FEAI526,400,00078 7T ° B
B IE S e LARB A AR S IR = A R -



OVERALL FINANCIAL RESULTS AND POSITION

(A)

(B)

©

Revenue

The consolidated turnover amounted to HK$5,576.0 million,
representing an increase of 20% over YEAR 2018. Such
increase was mainly contributed by increase in segmental
turnover of our payment processing solutions segment. Please
also refer to Notes (1) to (5) above on segmental performance.

Other income and other gains/(losses), net

Increase in other income was due to increase in interest income
and subsidy income during the year. Increase in other gains/
(losses), net mainly resulted from an increase in fair values
gains on financial assets at fair value through profit or loss in
YEAR 2019.

Cost of sales and operating expenses

Increase in cost of sales was primarily due to (i) write-off of
property, plant and equipment of HK$94.7 million and (ii)
increase in commission paid to merchant recruitment agents
under the payment processing solutions segment, which was in
line with the increase in segmental turnover.

Increase in administrative expenses during YEAR 2019 was
primarily due to the increase in wages and salaries. Share
option expenses of approximately HK$30.3 million in YEAR
2019 was attributable to the share options granted under the
information security chips and solutions segment while the
share option expenses of approximately HK$201.4 million in
YEAR 2018 was attributable to the share options granted under
the payment processing solutions segment and information
security chips and solutions segment.

Credit impairment loss was primarily due to provision for
impairment loss of receivables of HK$4.7 million under
the electronic power meters and solutions segment; and
impairment loss on loan receivables of HK$44.1 million under
the micro-lending business of the payment processing solutions
segment.

=fEEH (FED BRAR
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A) WA

4R A & EEE A5,576,000,0008 70 B — T — )\ F
FEIEIN20% - BRI EBHAR I MR FEER
RFRDIEZ DEBE R IMATR - B2 £
M EG) 2 D BRI -

(B) HtWAREMBKE  (BHE)FHE

Ho A YA IE 0 T B 70 A R ) B B BRI A
20 Efhikas, (BER) FREIEMEEAR —F
—NEFEEZEAFEAANBR . EREEZ DT
(El G pIIE

© HERFREEME

SHE AL INE E RPN OMIETE BB K&
94,700,000/8 7T + LA R (i) S5 22 B R B AR IR T
ROENBERPREXIMNOMSEM 1y
mEEEEm—%

ZE-NFE TRERAENDEZHRIER
FEEN-RZE-NFENERERZOA
30,300,000 7T - WEENE B L BN RER
FESBETHRONERE M-S \FE
B B8 A% B <2 A1 49 £201,400,00078 7T TH57 IR
YRR EEBAF RS IEREELENA RE
SRS FEIA T AR A0 B AR -

CEREBENEEMNERTEER MRS
RNTRIE T 2 PRI R E B 1R 4,700,000
T RENRZERFERFRSEE /) EE
SRETS 2 FEYE FOR(E E51844,100,00078 7T ©
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(D)

(E)

(F)

(G)

Share of results of investments accounted for using the
equity method

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

As an ordinary shareholder of Cloopen Group Holding Limited
(“Cloopen”), an associated company of the Group, the Group’s
share of loss exceeded its interest in the ordinary shares of
Cloopen, and there was no overall financial impact on the
consolidated income statement from the investment for the
year.

Investment properties and property, plant and
equipment

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

Right-of-use assets and lease liabilities

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

Investments accounted for using the equity method
Balance mainly represented the Group’s interests in PAX
Global. As at 31 December 2019, the fair value of the Group’s
approximately 33.1% effective interest in PAX Global was
approximately HK$1,328.6 million and the fair value of the
investment was lower than its carrying value. An impairment
test was performed to determine the recoverable amount of
the investment. The recoverable amount, which was assessed
by an independent valuer on a value-in-use basis using the
discounted cash flow model, exceeds the carrying value as at
31 December 2019.

(D)

(B)

(F)

(G)

B BEEARZREZEE

REE AL T2 A AT E SRR
RAT (TEEER - ERORBS L) 2 %

==
o

{E%Cloopen Group Holding Limited ( [ Cloopen |)
(RAKEZIERR]) 2 EBAARR AL E
{hESTERBBE 7 Cloopen I ik« #a - Mz BI%
BRAFEHGEEWRRTERBU BT E -

RENERNE BERSRE

EHREZEINRGEBBATRUALBRE
EmMBRTRDBZEEEE -

EREEERHEEAR

BT NF—A—BERKBEVIERELER
FreSEHEZ R HEAHEEE A HAKEE
Rz AR AEREEE MRS - REAIF
RS TE BRI RT  WEES| —F— \FE
H LB o

DEREARZERE
ERIBEAEEREBEREIZER R_F
—NF+_A=+—HB AEEREBERXY
33.1%E R Em 2 A F1EEL 51,328,600,00074
T i E A FERNEREE GETTRERR
EfEEEREZAKEEE RZE—NF+=
R=+—8" ;A hEMZFEREERENE
WHAMIBRSREEAFE 2 RESHEE
BRMEE-
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The Group's effective interest in the ordinary shares of Cloopen,
calculated based on all issued and outstanding ordinary shares
of Cloopen which are held by the Group, was 50.5%. As at
31 December 2019, the Group’s share of loss of Cloopen
exceeded its interest in the ordinary shares of Cloopen, and
there was no overall financial impact on the consolidated
income statement from the investment for the year. As at 31
December 2019, the carrying amount of the Group’s interest
in the ordinary shares of Cloopen was zero and the fair value
of the Group’s interest in the ordinary shares of Cloopen was
approximately HK$507.3 million.

The Group is optimistic about the future prospects of PAX
Global and Cloopen and will continue to demonstrate
prudence and resilience in assessing its investment strategy
towards the enhancement of shareholders’ value. Details of the
performance of these investments are set out in Note 23 to the
consolidated financial information.

Financial assets at fair value through profit or loss

The balance represented (i) the fair value of the Group’s interest
in the Convertible Series C Preferred Shares of Cloopen of
HK$119.6 million; (ii) the fair value of the Group’s interest
in the Convertible Series D Preferred Shares of Cloopen of
HK$46.5 million; (iii) the fair value of trading securities listed in
Hong Kong of HK$1.7 million; and (iv) the fair value of interest
in a venture capital fund of HK$122.1 million.

Inventories

The amount mainly represented inventories of electronic power
meters and solutions segment and information security chips
and solutions segment. During the year, HK$5.5 million was
recorded for provision on inventories with respect to slow-
moving and obsolete stocks.

(H

U]

~
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R N E B FTRFCloopen® #BE 31T R B TEINE
FAEETE - REER Cloopen? BB E B A
50.5% c R_ZE—NF+_A=+—H FEEE
{5 Cloopen/&5 1842 1B H 72 Cloopen & 38 A% 7 # 4 -
2B A AN [E B4R 6 W < I B A8 A 75
FE-RN_T-NF+_A=Z+—8 AEER
Cloopen& ik 7 #mRHEAS  MAEER
Cloopenz & if % 2 ez A F{E 4 £507,300,000
HITo

REE Y E Z R Cloopen#) AR R AT R FFLEE
RS WHEESRER BTG ERERE
VAMRTHBCRB(E - A S RERBENFHBRR
A MIEERMIE23 -

BAFEFABEZEZEREE
HEEATE (A S B R Cloopen CRFIAJIAARE AR
Z REEE A F{E119,600,00078 7T ¢ (i) A 5 B 7
Cloopen DZEFI|AJ# AR B E IR 2 #m i 2 FE
46,500,0007% 7T ; (iR BB LMEEZHFHAT
{E1,700,000/8 7T : M(WR B E S 2 A F
E122,100,0007 7T °

RrE

ST ERERETEER MRS ROEURE
BLEGHRBRAFRDENGEE -FR- 515
5,500,000/ 7L AVEF 8 R B HIE T 2 7 E#HE -
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(J) Trade and bills receivables, other financial assets at

amortised cost and other current assets

() BURRAREWRE BZBERASNTEZ
HtteRMEERHMURBEE

2019 2018
—E-NEF —ZE-N\F
HK$'000 HK$’000
FET FHET
Trade receivables (Note (i)(a)) FEWBRFR (B3 (@) 210,103 148,173
Bills receivables (Note (i)(b)) FEW =R (HaEi)b)) 16,922 11,468
Less: provision for impairment of A R IR B B
receivables (14,851) (10,463)
212,174 149,178
Other receivables, prepayments and H o e U IE AR A iR @
deposits (Note (ii)) (Bt et i) 168,715 131,625
Total CEl 380,889 280,803
Note (i): Hata) -

(@) The Group's credit terms to trade debtors normally range from 0 to 180
days. The ageing analysis of the trade receivables primarily based on
the relevant invoice dates is as follows:

@ A% l*ié‘?féf%%?%/\ZF%Hﬁ EEOI180EI 0
% o TRBEARER A Y RAPRFERE ML T :

2019 2018

—E-hEF —E-N\F

HK$'000 HK$'000

FE T FET

Current to 90 days BIEAZ90H 166,857 109,685
91 to 180 days 91&180H 11,831 2,919
181 to 365 days 181%2365H 4,910 8,335
Over 365 days 3658 LA E 26,505 27,234
210,103 148,173

Increase in balances aged from current to 90 days was mainly due to
increase in account receivable balances under information security
chips and solutions segment.

(b) Bills receivables belonged to the information security chips and
solutions segment and electronic power meters and solutions segment.

Note (ii):
The increase in balance was mainly due to an increase in other receivables

from the exercise of share options under information security chips and
solutions segment.

FRECT FENHE00R 2 B MME R HIMERR R
R ERRTT R DRI T 2 REUYBR R ASERIE AP ER -

b BREERBRESLZ2CRRBRTESBURE

BeRtREMRBAT 7%/ =l

Bt Gi) -

REERIBIMEZARRBITEEE L 2T RERT RN R
BB R 2 LA R MK R IR DA B



(K) Loan receivables

(L)

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

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

=fEEH (FED BRAR “E-NEFFH
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K) FEWERR
R E TR A BEEBIEPRIBEIN R HRIE
R RO BIA T RWEPHFIR  BRFUER
BEAREEAARKE-.

RBZEIN A 2 BRE KRR O T -

2019 2018

—E-NF —T-N\F

HK$’000 HK$’000

FERT FET

Current B HA 369,971 553,676
1 to 3 months past due BEH—Z=1EA 24,659 9,365
Over 3 months past due BEA={EA LA L 33,738 6,061
Loan receivables, gross R E Fh 4B 5a 428,368 569,102

Less: provision for impairment of W W E SR 2 R AR

loan receivables (43,240) (32,807)

Loan receivables, net JEWE RFEE 385,128 536,295
Non current JEBNHA - 479
Current B EA 385,128 535,816
385,128 536,295

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

The amounts due from/to investments accounted for using the
equity method mainly represent receivables from/payables
to PAX Global and Cloopen and its subsidiaries as at 31
December 2019. Amounts due from/to investments accounted
for using the equity method are unsecured, interest-free and
repayable on demand.

L BY BEUEREARZREZRE

FEUL,FEFT LA E A BR 2 I E 2 RIBE BIER
—T-NFHZA=T—AER ENEEEK
A K Cloopen I E Ml BB /A &) 2 5/ 78 « FEURFEF LA
B EANRZREZFIERERT 2B RIRE
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(M) Cash and bank balances M) BRERBITEE

34

As at 31 December 2019, total cash and bank balances of the
Group represent cash at bank and on hand of HK$2,958.3
million, bank deposits of HK$754.3 million and a restricted
bank balance of HK$671.5 million.

In accordance with the notice issued by the Payment and
Settlement Department of the People’s Bank of China (the
“PBOC"), effective from 14 January 2019, all customer reserve
accounts held by the third-party payment institutions were to be
cancelled and the customer reserves were to be deposited in a
dedicated deposit account maintained centrally by a designated
agency. The customer reserve account is non-interest bearing.
As of 31 December 2019, funds deposited in the customer
reserve account was amounting to HK$671.5 million. Transfers
of funds under this bank account are governed under certain
measures implemented by the PBOC and hence these customer
reserves are restricted in nature.

Increase in cash and bank balances was mainly due to net cash
generated from operating activities and proceeds from deemed
disposal of shares of subsidiaries.

R-E—NF+_A=+—8 rEEBELRIR
1THEE R B RRIERTT I F 88 3R £2,958,300,0007%
7T ~ $R1T1F57754,300,00078 7T N F PR HISR 1745 4
671,500,000 7T

BEPEARRBIT((FRARBIT IHEE
FEMEARM B S -AF-A+EAR $
A SRERENAAREEN SRS SR
- ARPHENSESERTFHRNIETEENER
GFREPH -BEENESERETHAE HEZ
T-NE+_A=+—0 EREEFENEE
FHE % 5671,500,000/8 7T ° :ZR1TERF R E
SHESPEAARRITERNS THEEES &
IZERFHENSAE FZRE)-

Re MRTTEMRIEB N EZHRELERBER
EFRRAREHENE QTR MERE-



(N) Trade and bills payables, payables for payment
processing solutions business and other payables and

accruals
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EARREEMRE XAXZEEBRE
REB 2 BAREUR L MENRERE

IE

~

2019 2018
—E-hE —ZE-N\F
HK$'000 HK$’000
TR FHET
Trade payables (Note (i)(a)) &R R (BTt (i)@)) 438,993 247,878
Bills payables (Note (i)(b)) e (Bt b)) 294 3,165
Payables for payment processing XNRGEBBRFTREBZ
solutions business (Note (ii) FESTFRIB (M) 599,389 266,710
Other payables and accruals (Note (iii) oAb FETFRIE & e+ /1A
(Bt i) 1,029,432 1,376,874
Total CEll 2,068,108 1,894,627
Note (i): Aata :

(@)  The credit period granted by the suppliers ranges from 0 to 180 days.

The ageing analysis of the trade payables primarily based on invoice

date was as follows:

@ BHERRTZEEHROEIS0E TS - TEREH
FEHH EABRFEREDTIT :

2019 2018
—E-NF —E-N\F

HK$'000 HK$'000

FERT FHET

Current to 90 days ENEAZ90H 402,025 205,694
91 to 180 days 91%2180H 1,859 2,663
181 to 365 days 181%2365H 24,544 17,774
Over 365 days 3658 A E 10,565 21,747
438,993 247,878

Increase in trade payables aged between current to 90 days was
mainly due to increase in outstanding balances on commission
payable under the payment processing solutions segment.

Changes in trade payables aged between 181 to 365 days and
over 365 days were mainly due to the outstanding balances
under the electronic power meters and solutions segment.

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

segment.

- BRENTEHEIR 2 EBARFEMEZHR
XNRZRGEIBRRDES PR TENAERE
BERIB AT

—  BREANT181HE365H K365H A L2 FERERER
BHEFEANERTEERMMBEATRSIEE
TARIEEEBATE

b ENEERBEREEFEERRBRIESE-
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Note (ii): ez (i) -
This balance represents payables to merchants for the payment processing BRBHRIER XN R P RIERATT REBENEP 2508
solutions business. The amounts are generally due for settlement with these RSB - RI0RNIBREZERPETHEE

customers within 30 days.

Note (iii): Bt et Gii) -

2019 2018
—E-AF —E-N\F
HK$’000 HK$’000
FTHAT THET

Accrued staff costs and pension obligations* fEt B TRA RIS B IE* 287,402 273,934

Deposits Re 62,250 84,556

Receipt in advance from customers** TR R P 2 FRIR** 73,389 186,467

Advance from merchant recruitment agents** REREEERIEBRR 370,337 519,935

Others*** b e 236,054 311,982

1,029,432 1,376,874

*  Balance represented accrued staff costs, pension obligations and year- * EHMEREET B TR RIS BAEARFRIEAL
end bonus.

**  The decrease in receipt in advance from customers and advance from o FEEWEE P 2 U KR B R P RIR B FURD
merchant recruitment agents was mainly due to decrease in advances TERARBXNRZEREFBRTRA BB THEL K
and guarantees received from merchants and agents under the payment RIZWERZ BRI ARTE 2R P E -
processing solutions segment.

** The decrease was mainly due to decrease in other payables on fixed oo SR ATYE R N EE B S 2 B RN IR RS
assets acquisition and other accrued handling fees payable under the R BRIBFRT RO PATRNEMBEA FEERD

payment processing solution segment. ES



(O) Written put option liability

On 24 September 2019, the Company, Mr. Shen Zheng
(“Shen”), Mr. Li Huimin (“Li”), Mr. Xue Guangyu (“Xue”)
and Ms. Ge Xiaoxia (“Ge”) (collectively the “Management
Shareholders”), ELECTRUM B.V. (the “VBill Investor”), VBill
Limited (“VBill (Cayman)”) and VBill Payment Co., Ltd (“VBill
OPCO”) (collectively the “VBill Contractual Parties”) entered
into a second amendment and restatement agreement to amend
and restate the Original Subscription Agreement (capitalised
terms as defined in the Company’s announcement dated 24
September 2019, the Original Subscription Agreement as
amended and restated is referred to as the “2nd Amended
Subscription Agreement”). Pursuant to the 2nd Amended
Subscription Agreement, the VBill Investor has agreed to
subscribe for new shares of VBill (Cayman) (“VBill Shares”) at
the subscription price of RMB588,000,000. Immediately before
completion of the 2nd Amended Subscription Agreement, VBill
(Cayman) was wholly-owned by the Company. Completion
of the 2nd Amended Subscription Agreement took place on
12 November 2019 and immediately after completion and
as at the date of this report, VBill (Cayman) is owned as to
approximately 85.99% by the Company and approximately
14.01% by the VBill Investor.

Pursuant to the shareholders’ agreement entered into among
the VBill Contractual Parties, VBill (Cayman) granted a put
option (“Put Option”), whereby the VBill Investor can request
VBill (Cayman) to repurchase, redeem and/or cancel all the
VBill Shares of the VBill Investor at its discretion under certain
conditions at an exercise price of RMB588,000,000 plus 8.0%
interest per annum. As a result of this transaction, a put option
liability of HK$683,908,000 is recognised in the consolidated
balance sheet based on the present value of the exercise price
of RMB588,000,000 plus 8.0% interest per annum, and on the
assumption that the Put Option will be redeemable after 3 years
from the completion date. Further details are set out in Note 35
to the consolidated financial information.
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EHRHHEES
RZZE—NFNAAZ+MB  NAF] - HEE
A (TEREAED)  Bagutd ([BE4E]) &
HFEERE([BEEDEREREZLT ([BX
T]) (WA TEEREMRR]) - ELECTRUM
B.V. ([VBill#& &% ]) - VBill Limited ([VBill
(Cayman) 1) FMBEfT IS BR AR ([BETT
1) (BBATVBIIAH T RIS E ZxE
IR ENBHRAMET R ENRRE R (R
ARRHBAZZT—NFNLA-+THEAHA
MHRTARE  SEFTRELANRAE HES
BIEZRKETRERE]) BEBEFZR
RIEETRE WS VBB ERSIRRERE
A E#5588,000,0007T R #E VBIll (Cayman)#
A& (TVBIllR D ] ) o BEEE — RIS ET R
#h s 2R AT » VBIll (Cayman) I AR R 2 &
BH FBZREEIRBHBEN_E—NF
+—A+ZAENK RERETEMKE KRR
4 B H3 - VBIll (Cayman)Jy A2 7] R VBIlli%
B ED BIHEA 485.99% K #114.01% °

R EVBIllE 8975 5] (LRI IR R 155 - VBIll
(Cayman)E2 & E1BE#E ([RIBERE]) - IRUL -
VBIilli& & & 7] Z3kVBill (Cayman)fE & T18
SUT LATTE {8 A R 588,000,000 08.0%
BFEMERISER BB &k HEVBIll
WEFENFTAVBIRRD - AR R 5 1T
(B /935 {8 A R #588,000,0007T I18.0%H]
FRERGEEEAGBERERCEEAR
683,908,000/ 7T * I 2 5% B B #E i A SE K H
HAEEr = F /AP ED - — T BHRGE
YIS BRI FE35 ©
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KEY INVESTING AND FINANCING ACTIVITIES FTERERBETE

18 % H & VBill (Cayman) & VBill (Cayman)#% i [E
R

A) A

Deemed disposal of VBill (Cayman) and grant of put option
by VBill (Cayman)
(A) Subscription agreement

38

On 24 September 2019, the Company, the Management
Shareholders, the VBill Investor, VBill (Cayman) and VBill
OPCO entered into the “2nd Amended Subscription
Agreement”, pursuant to which the VBill Investor has agreed
to subscribe for new VBill Shares (“Deemed Disposal”) at the
subscription price of RMB588,000,000.

Immediately before completion of the 2nd Amended
Subscription Agreement, VBill (Cayman) was wholly-owned by
the Company. Completion of the 2nd Amended Subscription
Agreement took place on 12 November 2019 and immediately
report after completion and as at the date of this report,
VBill (Cayman) is owned as to approximately 85.99% by the
Company and approximately 14.01% by the VBill Investor.

(B) Shareholders” agreement and put option

On 24 September 2019, the Management Shareholders, Delia
and Grace Technology Limited (a company wholly-owned by
Shen, “Shen Holdco”), Kapok Technology Limited (a company
wholly-owned by Li, “Li Holdco”), Yuteng Technology Limited
(@ company wholly-owned by Xue, “Xue Holdco”) and Just Pay
Technology Limited (a company wholly-owned by Ge, “Ge
Holdco”) (together, the “Management Shareholders Holdcos”),
the Company, the VBill Investor, VBill (Cayman), Beijing
Microcode Data Technology Company Limited, Chongging JIM
Mobile Business Company Limited and VBill OPCO entered
into an amendment and restatement agreement to amend and
restate the Original Shareholders’” Agreement (as defined in
the Company’s announcement dated 24 September 2019, the
Original Shareholders’ Agreement as amended and restated is
referred to as the “Amended Shareholders’ Agreement”). The
Amended Shareholders” Agreement regulates and governs the
rights and obligations of the owners of the securities interests
in VBill (Cayman) (including the grant of the Put Option to
the VBill Investor, and the management and operation of VBill
(Cayman), together with its subsidiaries).

(B)

RZZE—NFNAZ+TMNAE ARG BHRER
R VBIlliZ & &  VBIll (Cayman)MBETTET S [£8
ZREEET RIB ] B VBIREERE
ZREEE A K #588,000,0007T 32 85 #TVBIlli% 19
(MERLESE]) -

BB E RS R W = AT VBl
(Cayman)Jy AR R 2 EHA ° 5 ZIREIEET
REHBER-_T—NF+—A+-B=EK &
KRE A & R A E B B VBIll (Cayman)Th
AR & RVBillik & & 5 5% A £985.99% &% £
14.01% °

R I X (o] fE 1
RZZE-NAFNAAZTHA BEEEKR  Dela
and Grace Technology Limited (—fEIFRER LA E &
AR F [BREFTFA]) - Kapok Technology
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(C) Listing Rules implications

The Deemed Disposal constitutes a discloseable transaction of
the Company and is therefore subject to the notification and
announcement requirements under Chapter 14 of the Listing
Rules. As each of the Management Shareholders, together with
their respective Management Shareholders Holdcos, each an
associate of Shen, Li, Xue and Ge, is a connected person of the
Company at subsidiary level, the 2nd Amended Subscription
Agreement and the transactions contemplated thereunder
(including the Amended Shareholders” Agreement) constitute
connected transactions of the Company under Chapter 14A
of the Listing Rules and are subject to the reporting and
announcement requirements but are exempt from the circular,
independent financial advice and shareholders’ approval
requirements pursuant to Rule 14A.101 of the Listing Rules.

The grant and exercise of the Put Option (the exercise of
which is not at the discretion of the Company) constitutes
a discloseable transaction of the Company and is therefore
subject to the notification and announcement requirements
under Chapter 14 of the Listing Rules.

Please refer to the announcements of the Company dated 24
September 2019 for further details.
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INFORMATION ON THE CONTRACTUAL
ARRANGEMENTS

The Group has been operating certain businesses which adopted
contract based arrangements and/or structures (“Contractual
Arrangements”) for the purpose of enabling the Group, as a foreign
investor, to control and benefit from the PRC operating companies
(“OPCQ") in the foreign restricted businesses in the PRC.

Set out below are the details of the Contractual Arrangements which
are material to the Group.

1. Contractual Arrangement in respect of Chongqing JIM

and its subsidiary VBill OPCO

1.1 Particulars of OPCO and its registered owners
Chongging JIM is a limited liability company established in
the PRC on 4 June 2002.
From 28 May 2010 to 24 October 2019, contractual
agreements (“Existing JIM Control Documents”) were
entered into between Chongqging JIM, its registered
shareholders, namely Mr. Zhou Jianhong (60%) and Mr. Na
Wei (40%), (“Chongging JIM Shareholders”) and #1715 &
Ay (_£)8) BBRAF (“Shanghai JIM”), pursuant to which
Shanghai JIM was allowed to exercise control of and enjoy
economic benefits generated from Chongging JIM.

Shanghai JIM is an indirect wholly-owned subsidiary of the
Company.

On 24 October 2019, (i) Chongging JIM, (ii) Chongging
JIM Shareholders and (iii) New WFOE, a wholly-foreign
owned enterprise incorporated under the laws of the
PRC and an indirect wholly-owned subsidiary of VBill
(Cayman), entered into a new set of contractual agreements
which allows New WFOE to exercise control of and enjoy
economic benefits generated from Chongging JIM (“New
JIM Control Documents (Pre-Swap)”). The Existing JIM
Control Documents were terminated on the same date.
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1.2 Description of OPCO’s business

Chongging JIM and its subsidiaries (collectively “JIM
Group”) are principally engaged in the value-added
telecommunication business (32 {EE {5 %% ) with major
focus on payment related solutions and services, the
provision of payment processing solution in the PRC.

1.3 Summary of the major terms of the underlying contracts of

the Contractual Arrangements

JIM Master Exclusive Service Agreement (Pre-Swap)

New WFOE and Chongging JIM entered into the JIM
Master Exclusive Service Agreement (Pre-Swap), pursuant
to which (i) Chongqing JIM has appointed and designated
New WFOE as its exclusive service provider to provide
the technical and business support services and (i) New
WFOE has agreed to provide financial support in the
form of interest-free loan, as permitted by PRC laws, to
Chongging JIM by separate agreements to be executed
and performed by the parties. The service fee payable for
the said services shall be equal to 100% of the audited
consolidated net profits of Chongging JIM; notwithstanding
the foregoing New WFOE may adjust the service fee at its
sole discretion and in accordance with the requirements
of relevant governmental authorities, with reference to the
working capital requirements of Chongging JIM.

JIM Business Cooperation Agreement (Pre-Swap)

New WFOE, Chongqging JIM, and the Chongqing JIM
Shareholders entered into the JIM Business Cooperation
Agreement (Pre-Swap), pursuant to which each of the
Chongging JIM Shareholders and Chongging JIM have
jointly and severally agreed and covenanted that, without
obtaining New WFOE's prior written consent, neither
Chongging JIM nor the Chongging JIM Shareholders shall
cause Chongqing JIM to, engage in any transaction which
may materially affect Chongging JIM’s asset, obligations,
rights or operation.
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JIM Exclusive Option Agreement (Pre-Swap)

New WFOE, Chongging JIM and the Chongging JIM
Shareholders entered into the JIM Exclusive Option
Agreement (Pre-Swap), pursuant to which (i) New WFOE
shall have the exclusive right to require Chonggqing
JIM Shareholders to transfer any and all of their equity
interests of Chongging JIM (the “JIM Equity Interests”) to
New WFOE and/or its designated third party, subject to
New WFOE's specific requirements; and (i) New WFOE
shall have the exclusive right to require Chongging JIM
to transfer any and all of the assets owned by Chonggqing
JIM (the “JIM Assets”) to New WFOE and/or its designee,
subject to New WFOE's specific requirements. The total
transfer price for the JIM Equity Interests and/or the
JIM Assets shall be the lowest price allowed under the
applicable PRC laws and administrative regulations at the
time of transfer. Where there is no lowest price prescribed
under the applicable PRC laws and administrative
regulations, the transfer price shall be determined by New
WFOE.

JIM Proxy Agreement and Power of Attorney (Pre-Swap)
New WFOE, Chongging JIM, and the Chongging JIM
Shareholders entered into the JIM Proxy Agreement and
Power of Attorney (Pre-Swap), pursuant to which (i)
each of the Chongging JIM Shareholders has nominated
and appointed New WFOE (as well as its successors,
including a liquidator, if any) as his attorney-in-fact to
exercise such rights as a shareholder of Chongging JIM on
his behalf, and any right conferred by relevant laws and
regulations and the articles of association of Chongging
JIM; and (ii) each of the Chongging JIM Shareholders has
covenanted with and undertaken to New WFOE that, if he
receives any dividends, interest, any other forms of capital
distributions, residual assets upon liquidation, or proceeds
or consideration from the transfer as a result of, or in
connection with, his JIM Equity Interests, he shall, to the
extent permitted by applicable laws, remit all such monies
or assets to New WFOE or its designated entity without
any compensation, and shall bear all taxes and fees with
respect thereto.
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JIM Equity Interest Pledge Agreement (Pre-Swap)

New WFOE, Chongqing JIM and the Chongqing
JIM Shareholders entered into the JIM Equity Interest
Pledge Agreement (Pre-Swap), pursuant to which each
of the Chongqing JIM Shareholders has agreed to,
unconditionally and irrevocably, pledge all of their JIM
Equity Interests, including any interest or dividend paid for
such equity interests, to New WFOE as a security for the
performance of any and all obligations of Chongging JIM
Shareholders and Chongging JIM under the contractual
documents (other than JIM Equity Interest Pledge
Agreement (Pre-Swap)) at the amount of RMB50,000,000
which is estimated value of the obligations of Chonggqing
JIM Shareholders and Chongging JIM under the contractual
documents for initial registration purpose.

JIM Confirmation and Guarantee Letter (Pre-Swap)

Each of Chongging JIM Shareholders has signed the JIM
Confirmation and Guarantee Letter (Pre-Swap), pursuant
to which each of the Chongging JIM Shareholders has
confirmed and guaranteed that, among other things:

1. his successor, guardian, creditor, spouse or any other
person that may be entitled to assume rights and
interests in the equity interests of Chongging JIM held
by him upon his death, incapacity, bankruptcy, divorce
or any circumstances that may affect his ability to
exercise his shareholder’s rights in Chongqing JIM,
will not carry out any act that may affect or hinder
the fulfillment of his obligations under each of the
contractual documents;

2. he will unwind the contractual documents and transfer
all of the equity interests of Chongging JIM held by
him to New WFOE or any party designated by New
WEFOE as soon as the applicable PRC laws allow New
WHFOE to operate the business operated by Chonggqing
JIM by way of directly holding equity interests, and
that subject to applicable PRC laws, he must donate
immediately without compensation to New WFOE or
its designated entity any consideration he has received
from New WFOE during its acquisition of JIM Equity
Interests; and
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3. he will not directly or indirectly engage in, own or
acquire any business that competes or might compete
with the business of Chongging JIM or its affiliated
companies or to have any interest in such business;
and none of his actions or omissions will give rise to
conflict of interest between himself and New WFOE
(including but not limited to the shareholders of New
WEFOE); in the event of any such conflict, he will take
any action as instructed by New WFOE to eliminate
such conflict provided such action is compliant with
PRC laws.

JIM Spousal Consent (Pre-Swap)

Ms. Liu Dan (“Ms. Liu”), the spouse of Mr. Na Wei has
covenanted, among other things, not to take any action
with the intent to interfere with the arrangements under
and performance of the contractual documents, including
making any claim that such equity interests in Chongging
JIM constitute property or community property between
herself and Mr. Na Wei and waives all her rights or
entitlements to such equity interests that may be granted to
her according to any applicable laws.

Disputes resolutions

The contractual documents all contain a disputes
resolution clause which stipulates that any dispute or
claim shall be resolved by the parties in good faith through
negotiations. If no resolution can be reached, the dispute
shall be submitted to the Beijing Arbitration Commission
for arbitration in Beijing in accordance with its rules of
arbitration in effect at the time of application. The arbitral
tribunal or the arbitrators shall have the authority to
award any remedy or relief in accordance with the terms
of the contractual documents and applicable PRC laws,
including provisional and permanent injunctive relief (such
as injunctive relief with respect to the conduct of business
or to compel the transfer of assets), specific performance
of any obligation created thereunder, remedies over the
equity interests or land assets of Chongqging JIM and
winding up orders against Chongging JIM. The arbitral
award shall be final and binding upon all parties. In
addition, to the extent permitted under applicable PRC
laws, each party shall have the right to seek interim
injunctive relief or other interim relief from a court of
competent jurisdiction in support of the arbitration when
formation of the arbitral tribunal is pending or under
appropriate circumstances. The parties agreed that, subject
to applicable laws, the courts of Hong Kong, the Cayman
Islands, Bermuda, PRC and the places where the principal
assets of Chongging JIM are located, shall all be deemed to
have jurisdiction.
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1.4 Revenue and assets subject to the Contractual
Arrangements
The consolidated total revenue of the JIM Group for the
year ended 31 December 2019 was HK$4,711.0 million.
The consolidated total assets and net assets of the JIM
Group as at 31 December 2019 amounted to HK$3,617.0
million and HK$1,465.4 million respectively.

Contractual Arrangements in respect of ;#5 Z &l

S BB B2 E (“Hunan Yunrong”, unofficial

English translation being Hunan Yunrong Information

Technology Co., Ltd.)

2.1 Farticulars of Hunan Yunrong and its registered owners
Hunan Yunrong is a limited liability company established
in the PRC on 15 August 2014. Hunan Yunrong was
wholly-owned by Chongging JIM before 21 May 2019.
Hunan Yunrong and Chongging JIM were accounted for as
wholly-owned subsidiaries of the Company contractually
controlled by the Group through the Existing JIM Control
Documents.

On 21 May 2019, the Group implemented a restructuring
involving the Hunan Yunrong and its subsidiaries
(“Yurong Group”) (“Yunrong Restructuring”) as detailed
in the announcement of the Company dated 21 May
2019. Upon completion of the Yunrong Restructuring,
the registered shareholders of Hunan Yunrong (“Hunan
Yurong Shareholders”) have become Mr. Zhang Yonggang
(“Mr. Zhang”, holding 70% equity interests) and Mr. Wei
Mingliang (“Mr. Wei”, holding 30% equity interests).
Control documents (“Yunrong Control Documents”) have
been entered into between Hunan Yunrong, Mr. Zhang,
Mr. Wei and 3t = (5 2 BEE S RMT AR 2 A (“Beijing
Hi Sunsray”, unofficial English translation being Beijing Hi
Sunsray Information Technology Limited) to allow Beijing
Hi Sunsray to contractually control 100% equity interests
and the management of Hunan Yunrong.

2.2 Description of OPCO’s business
Yunrong Group is principally engaged in platform
operation solutions business in the PRC.
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the Contractual Arrangements

Yunrong Master Exclusive Service Agreement

Beijing Hi Sunsray and Hunan Yunrong entered into the
Yunrong Master Exclusive Service Agreement, pursuant to
which (i) Hunan Yunrong has appointed and designated
the Beijing Hi Sunsray as its exclusive service provider
to provide the technical and business support services
and (ii) Beijing Hi Sunsray has agreed to (to the extent
permissible under PRC law) provide financial support
in the form of interest-free loan, as permitted by PRC
laws, to Hunan Yunrong by separate agreements to be
executed and performed by the parties. The service
fee payable for the said services shall be equal to
100% of the audited consolidated net profits of Hunan
Yunrong; notwithstanding the foregoing the Beijing Hi
Sunsray may adjust the service fee at its sole discretion
and in accordance with the requirements of relevant
governmental authorities, with reference to the working
capital requirements of Hunan Yunrong.

Yunrong Business Cooperation Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan
Yunrong Shareholders entered into the Yunrong Business
Cooperation Agreement, pursuant to which each of
the Hunan Yunrong Shareholders and Hunan Yunrong
have jointly and severally agreed and covenanted that,
without obtaining the Beijing Hi Sunsray’s prior written
consent, neither Hunan Yunrong nor the Hunan Yunrong
Shareholders shall cause Hunan Yunrong to, engage in any
transaction which may materially affect Hunan Yunrong's
asset, obligations, rights or operation.
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Yunrong Exclusive Option Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan
Yunrong Shareholders entered into the Yunrong Exclusive
Option Agreement, pursuant to which (i) Beijing Hi
Sunsray shall have the exclusive right to require Hunan
Yunrong Shareholders to transfer any and all of their
equity interests of Hunan Yunrong (the “Yunrong Equity
Interests”) to Beijing Hi Sunsray and/or its designated
third party designated, subject to Beijing Hi Sunsray’s
specific requirements; and (ii) Beijing Hi Sunsray shall
have the exclusive right to require Hunan Yunrong to
transfer any and all of the assets owned by Hunan Yunrong
(the “Yunrong Assets”) to the Beijing Hi Sunsray and/
or its designee, subject to Beijing Hi Sunsray’s specific
requirements. The total transfer price for the Yunrong Equity
Interests and/or the Yunrong Assets shall be the lowest price
allowed under the applicable PRC laws and administrative
regulations at the time of transfer. Where there is no
lowest price prescribed under the applicable PRC laws
and administrative regulations, the transfer price shall be
determined by the Beijing Hi Sunsray.

Yunrong Proxy Agreement and Power of Attorney

Beijing Hi Sunsray, Hunan Yunrong and the Hunan Yunrong
Shareholders entered into the Yunrong Proxy Agreement
and Power of Attorney, pursuant to which (i) each of
the Hunan Yunrong Shareholders has nominated and
appointed Beijing Hi Sunsray (as well as its successors,
including a liquidator, if any) as his attorney-in-fact to
exercise such rights as a shareholder of Hunan Yunrong
on his behalf, and any right conferred by relevant laws
and regulations and the articles of association of Hunan
Yunrong; and (ii) each of the Hunan Yunrong Shareholders
has covenanted with and undertaken to Beijing Hi
Sunsray that, if he receives any dividends, interest, any
other forms of capital distributions, residual assets upon
liquidation, or proceeds or consideration from the transfer
of equity interests as a result of, or in connection with, his
equity interests in Hunan Yunrong, he shall, to the extent
permitted by applicable laws, remit all such monies or
assets to Beijing Hi Sunsray or its designated entity without
any compensation, and shall bear all taxes and fees with
respect thereto.
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Yunrong Equity Interest Pledge Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan Yunrong
Shareholders entered into the Yunrong Equity Interest
Pledge Agreement, pursuant to which each of the Hunan
Yunrong Shareholders has agreed to, unconditionally and
irrevocably, pledge all of their Yunrong Equity Interests,
including any interest or dividend paid for such equity
interests, to Beijing Hi Sunsray as a security for the
performance of any and all obligations of Hunan Yunrong
Shareholders and Hunan Yunrong under the contractual
documents (other than Yunrong Equity Interest Pledge
Agreement) at the amount of RMB10,000,000 which
is estimated value of the obligations of Hunan Yunrong
Shareholders and Hunan Yunrong under the contractual
documents for initial registration purpose.

Yunrong Confirmation and Guarantee Letter

Each of Hunan Yunrong Shareholders signed the Yunrong
Confirmation and Guarantee Letter, pursuant to which each
of the Hunan Yunrong Shareholders has confirmed and
guaranteed that, among other things:

1. his successor, guardian, creditor, spouse or any other
person that may be entitled to assume rights and
interests in the equity interests of Hunan Yunrong held
by him upon his death, incapacity, bankruptcy, divorce
or any circumstances that may affect his ability to
exercise his shareholder’s rights in Hunan Yunrong,
will not carry out any act that may affect or hinder
the fulfillment of his obligations under each of the
contractual documents;
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2. he will unwind the contractual documents and transfer
all of the equity interests of Hunan Yunrong held by
him to Beijing Hi Sunsray or any party designated
by Beijing Hi Sunsray as soon as the applicable PRC
laws allow Beijing Hi Sunsray to operate the business
operated by Hunan Yunrong by way of directly
holding equity interests, and that subject to applicable
PRC laws, he must donate immediately without
compensation to Beijing Hi Sunsray or the entity
designated by Beijing Hi Sunsray any consideration
he has received from Beijing Hi Sunsray during its
acquisition of the equity interests of Hunan Yunrong;
and

3. he will not directly or indirectly engage in, own or
acquire any business that competes or might compete
with the business of Hunan Yunrong or its affiliated
companies or to have any interest in such business;
and none of his actions or omissions will give rise to
conflict of interest between himself and Beijing Hi
Sunsray (including but not limited to the shareholders
of Beijing Hi Sunsray); in the event of any such
conflict, he will take any action as instructed by
Beijing Hi Sunsray to eliminate such conflict provided
such action is compliant with PRC laws.

Yunrong Spousal Consent

Ms. Li Qi (“Ms. Li"), the spouse of Mr. Zhang has
covenanted, among other things, not to take any action
with the intent to interfere with the arrangements under
and performance of the contractual documents, including
making any claim that such equity interests in Hunan
Yunrong constitute property or community property
between herself and Mr. Zhang and waives all their rights
or entitlements to such equity interests that her be granted
to her according to any applicable laws.
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2.4

Disputes resolutions

The contractual documents all contain a disputes
resolution clause which stipulates that any dispute or
claim shall be resolved by the parties in good faith through
negotiations. If no resolution can be reached, the dispute
shall be submitted to the Beijing Arbitration Commission
for arbitration in Beijing in accordance with its rules of
arbitration in effect at the time of application. The arbitral
tribunal or the arbitrators shall have the authority to
award any remedy or relief in accordance with the terms
of the contractual documents and applicable PRC laws,
including provisional and permanent injunctive relief (such
as injunctive relief with respect to the conduct of business
or to compel the transfer of assets), specific performance
of any obligation created thereunder, remedies over the
equity interests or land assets of Hunan Yunrong and
winding up orders against Hunan Yunrong. The arbitral
award shall be final and binding upon all parties. In
addition, to the extent permitted under applicable PRC
laws, each party shall have the right to seek interim
injunctive relief or other interim relief from a court of
competent jurisdiction in support of the arbitration when
formation of the arbitral tribunal is pending or under
appropriate circumstances. The parties agreed that, subject
to applicable laws, the courts of Hong Kong, the Cayman
Islands, Bermuda, PRC and the places where the principal
assets of Hunan Yunrong are located, shall all be deemed
to have jurisdiction.

Revenue and assets subject to the Contractual
Arrangements

The consolidated total revenue of the Yunrong Group for
the year ended 31 December 2019 was HK$158.0 million.
The consolidated total assets and net assets of the Yunrong
Group as at 31 December 2019 amounted to HK$161.5
million and HK$2.4 million respectively.
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Laws and regulations relating to the provision of value-
added telecommunications services in the PRC and
reasons for adopting the Contractual Arrangements
Under the Telecommunications Regulations of the
People’s Republic of China (HF#E AR H£AE T E & H]) ,
telecommunications service providers are required to obtain
operating licenses prior to their commencement of operations.

Under the Administrative Measures on Internet Information
Services ( G Bt 48{=5 SRS EEIE) (“Measures”), profitable
internet information service providers must obtain the ICP
License from the relevant authorities before engaging in the
profitable internet information service business in the PRC.

According to the Regulations on the Administration of Foreign-
invested Telecommunication Enterprises (2016 Amended) ( %)
AR EBEEEEERT (2016F155]) ) (“FITE Regulations”),
(i) the ratio of investment by a foreign investor in a company
providing value-added telecommunications services shall not
exceed 50%, and (ii) a foreign investor who invests in a value-
added telecommunications services company shall have a
good track record and operational experience in providing
value-added telecommunications business (the “Qualification
Requirement”) in the PRC.

The purpose for the Group to adopt the contractual
arrangements is to enable the Group to engage in the value-
added telecommunications business indirectly through
Chongging JIM and Hunan Yunrong which hold the ICP License
in the PRC. Each of Chongging JIM and Hunan Yunrong is
engaged in value-added telecommunications business and
holds the ICP License. Due to the foreign ownership restrictions
under the PRC laws as outlined above and based on the
consultation with the officer of the relevant governmental
authority, since the Group has not previously engaged in
telecommunications business outside the PRC nor has it
previously acquired any equity interest in a PRC enterprise
engaged in telecommunications business, the Group would
not be considered to possess the Qualification Requirement.
As such, the Group would not be able to engage in the value-
added telecommunications business in the PRC directly,
regardless of the percentage shareholding interest (being less
than 50% or otherwise) it holds in the operating entity, without
first adopting a VIE structure.

3.
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4. Risks relating to the Contractual Arrangements
The Group is exposed to certain risks under the Contractual
Arrangements, which are summarised below.

e There is no assurance that the New JIM Control Documents
(Pre-Swap) or the Yunrong Control Documents could
comply with future changes in the regulatory requirements
in the PRC and the PRC government may determine that
the New JIM Control Documents or the Yunrong Control
Documents do not comply with applicable regulations.

e Substantial uncertainties exist with respect to the
enactment timetable, interpretation and implementation
of the Draft Foreign Investment Law ( (JNEIE & EE
Z2) ) and how it may impact the viability of the current
corporate structure, corporate governance and business
operations under the Contractual Arrangements.

e the New JIM Control Documents (Pre-Swap) or the Yunrong
Control Documents may not be as effective as direct
ownership in providing control over Hunan Yunrong or
Chongging JIM.

e The registered shareholders of Chongging JIM or Hunan
Yunrong may potentially have a conflict of interests with
the Group.

e The Contractual Arrangements may be subject to scrutiny
of the PRC tax authorities and transfer pricing adjustments
and additional tax may be imposed.

e Certain terms of the New JIM Control Documents (Pre-
Swap) or the Yunrong Control Documents may not
be enforceable under PRC laws, such as the disputes
resolution clauses stipulated above.

e A substantial amount of costs and time may be involved in
transferring the ownership of OPCOs to the Group under
the JIM Exclusive Option Agreement (Pre-Swap) or the
Yunrong Exclusive Option Agreement.

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

e The Company does not have any insurance which covers
the risks relating to the New JIM Control Documents
(Pre-Swap) or the Yunrong Control Documents and the
transactions contemplated thereunder.
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e There is a lack of clear guidance or interpretation on
the qualification requirement under the Internet Content
Provider License, which may cast uncertainty to the Group
when the foreign ownership restriction in value-added
telecommunications is relaxed.

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

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

e the Board and the Representatives shall identify major
issues arising from the implementation of and compliance
with the New JIM Control Documents (Pre-Swap) or the
Yunrong Control Documents;

e any regulatory enquiries from government authorities will
be submitted to the Board, if necessary, for review and
discussion on an occurrence basis;

e the Representatives or other delegates of the Board shall
meet with the registered shareholders or directors of the
OPCOs to investigate and report any suspicious matters to
the Board;

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

e the Board will consult the Company’s PRC legal
advisers from time to time to check if there are any legal
developments in the PRC affecting the arrangement
contemplated under the New JIM Control Documents (Pre-
Swap) or the Yunrong Control Documents (such as the
development of the draft Foreign Investment Law), and the
Board will determine if any modification or amendment
are required to be made;
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® major issues arising from implementation and performance
of the New JIM Control Documents (Pre-Swap) or the
Yunrong Control Documents, if any, will be reviewed by
the Board on a regular basis; the Board will determine, as
part of its periodic review process, whether legal advisers
and/or other professionals will need to be retained to assist
the Group to deal with specific issues arising from the New
JIM Control Documents (Pre-Swap) or the Yunrong Control
Documents;

e the Board will disclose the overall performance and
compliance with the New JIM Control Documents (Pre-
Swap) or the Yunrong Control Documents in its annual
report to update the Shareholders and potential investors;
and

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

6. Material change
Save as disclosed above, there is no material change of the
Contractual Arrangements during the year ended 31 December
2019.

7. Unwinding of Contractual Arrangements
As at the date of this report, there is no unwinding of any
of the Contractual Arrangements or failure to unwind when
the restrictions that led to the adoption of the Contractual
Arrangements are removed.
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BUSINESS OUTLOOK

Effect of COVID-19

All of the Group’s business segments are substantially based in
Mainland China. In view of the outbreak of the novel coronavirus
disease 2019 (COVID-19) (the “epidemic”) in Mainland China
since January 2020, the Group has adopted various prevention
and control measures in accordance with the relevant national
and local regulations on epidemic prevention and control in
compliance with the national epidemic prevention policies. In the
light of the current situation, the local consumption market and
hence the payment processing industry, as well as the Group's
financial performance will inevitably be affected by the epidemic
in the first half of 2020. The Group has observed a lower than usual
transaction volume being processed through its payment processing
solutions segment in January and February 2020, excluding the
probable seasonal fluctuations due to the Lunar New Year holidays,
the decline in transaction volume could have been caused by a
decline in consumer consumption of goods and services in the face
of the epidemic. Given the uncertainties as to the development and
duration of the current epidemic situation, it is difficult to predict
the extent to which the business of the Group may be affected. The
Group will pay close attention to the development of the epidemic
and evaluate its impact on the operation and financial position and
results of the Group.

Payment processing solutions

In 2019, the overall transaction volume of payment business
continued to maintain a steady and solid increase. VBill OPCO
has 3.5 million accumulated active domestic merchants with
the cumulative transaction volume exceeded RMB1,760 billion
for the year and handled 0.9 billion transactions. The number
of transactions increased by 129% as compared with last year,
contributed mainly by the rapid growth of mobile QR code
payment transactions. The payment processing solutions achieved
significant results domestically and we shall explore the wider
international market in the future. During the year, we have
obtained the Money Services Operators (“MSQ”) license that laid
the foundation for cross-border payment business. Moreover, we
have successfully brought in the strategic investment from EQT. EQT
has distinct achievements in the aspects of finance and payment,
and we considered that the addition of EQT will speed up VBill
OPCQO'’s overseas strategy. In 2020, we and the management of
VBill OPCO will start to develop cross-border payment business
through a subsidiary owned by VBill (Cayman). Along with the
progressively increasing supervision by the regulatory authorities of
China, VBill OPCO will increase its effort in the establishment of
various compliance systems, including anti-money laundering, and
strengthen operational control and risk prevention. We believe that
the Company will be able to offer less costly, more efficient and
diversified payment and fintech services to a wider user base in the
future.

Information security chips and solutions

In 2019, the development of payment market in China was
stable, while market competition in the information security chips
business became more intense and QR code payment products
were replacing traditional supporting products much more quickly.
We expect the market to continue to develop steadily in 2020.
Nonetheless, the growth may be affected by changes in the central
bank policies targeting the payment market. Other research and
development projects are progressing smoothly and cost reduction
initiatives of various products continue to roll out in an orderly
manner.
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Platform operation solutions

In 2019, we continued the provision of operational supporting
services to China Mobile Financial Technology Co., Ltd.
(“China Mobile Fintech”), the IVR Base of China Mobile and
the Migu Animation and Comics Base of China Mobile. Since
the establishment of China Mobile Fintech, with its vigorous
development in integrated payment, featured e-commerce and
fintech business, we are currently their biggest operational
supporting partner. Our excellent operational supporting work
has received affirmation and recognition from China Mobile and
laid a solid foundation for the steady development of the current
supporting business and the expansion of further supporting
projects in the future. Looking ahead, we will continue to expand
our business of domestic mobile operators’ companies in other
provinces and professional companies, expand overseas mobile
payment technology service projects and develop community-
based e-commerce related businesses. We will strive to expand the
proportion of revenue outside the existing businesses to ensure the
continued stable and healthy development of our business.

Financial solutions

In 2019, we continued to provide quality services and maintain
a steady development in the traditional customer markets. Also,
we completed the development of the core business system for
Macao Development Bank, as well as putting into production the
core business system for two virtual banks in Hong Kong, namely
the ZA Bank and Airstar Bank during the period. At the same time,
in response to the increasingly fierce competition in the mainland
domestic market, we endeavored to enhance competitiveness
through aggressive investment in the research and development
of new products: aggressively developing a new generation of
decentralised core business system, and won the bid for the
special project of constructing a new generation decentralised
core business system for the Bank of Guizhou during the period.
Moreover, we achieved business breakthrough in Southeast
Asia market this year, and won the bids for special projects of
constructing core business systems for one big state-owned bank in
Laos and one newly-established bank in Malaysia in the second half
of the year.

Electronic power meters and solutions

In 2020, the total tender volume of electronic power meters
and data collection devices of the State Grid are expected to
approximate to that of 2019. We managed to, once again, win the
bid in the State Grid’s second unified tender last year, and we are
confident that we will continue to win further bids in 2020. On
technical aspects, the State Grid Power Research Institute is actively
advancing the research and construction of GB standards for IR46
electronic power meter, we are also actively pursuing the relevant
works.
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PRINCIPAL RISKS AND UNCERTAINTIES

In view of the outbreak of the novel coronavirus disease 2019
(COVID-19) (the “epidemic”) in Mainland China since January
2020, the Group has adopted various prevention and control
measures in accordance with the relevant national and local
regulations on epidemic prevention and control to comply with
the national epidemic prevention policies. The Group is closely
monitoring the market situation and continuously evaluating the
impact of the epidemic on the Group’s operation and financial
performance. In the light of the current situation, the local
consumption market and hence the payment processing industry, as
well as the Group's financial performance may be materially and
adversely affected by the epidemic.

A considerable portion of the Group’s revenue was derived from
a small number of customers in China. Failure to maintain good
relationships with these customers could materially and adversely
affect our financial results.

Our business operates in an industry that is subject to changes
in market conditions, technological advancements, developing
industry standards and changing customers’ needs and preferences
for our new products and/or services. If we are unable to respond
to these changes promptly or unable to continually enhance our
existing products and launch new products to the market in a timely
manner, our business performance may be adversely affected. Also,
any unauthorised use of our intellectual property by third parties
could harm our business and competitive position.

The industries in which we operate in the PRC are subject to
extensive industry standards and government regulations, failing
compliance of which may adversely affect our operation and sales.
Regarding our payment processing solutions business in the PRC,
we are currently operating under three main payment licenses,
namely national bank card acceptance, online payment and mobile
payment licenses, which will expire in June 2022. Any failure to
renew these licenses could disrupt our business operations and our
sales may be materially and adversely affected.

The Group has been operating certain lines of businesses which
adopted contract-based arrangements and/or structures for the
purpose of enabling the Group, as foreign investor, to control and
benefit from the PRC operating companies (“OPCO”) in the foreign
restricted businesses in the PRC. However, such arrangements
may not be as effective in providing operational control as direct
ownership. In addition, there can be no assurance that the PRC
government authority would continue to regard these Contractual
Arrangements as being in compliance with the applicable PRC
laws and regulations, or that the legal requirements or policies
that may be adopted in the future would not affect the Contractual
Arrangements and the relevant business operations. Details of
the Contractual Arrangements are set out in section headed
“Information on the Contractual Arrangements” in the Report of the
Directors on page 40.
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Also, volatility in the securities market may affect the Company’s
shares investments. The Company is also subject to market risks,
such as currency fluctuations, volatility of interest rates, credit risks,
and liquidity risks in the normal course of the Group’s business.
Particulars of financial risk management of the Company are set out
in note 3 to the consolidated financial statements.

SOCIAL RESPONSIBILITIES AND SERVICES AND
ENVIRONMENTAL POLICY

The Group is committed to the long-term sustainability of its
businesses and the communities with which it engages. We pursue
this business approach by managing our business prudently and
executing management decisions with due care and attention.

COMPLIANCE WITH LAWS AND REGULATIONS

There has been no violation, breach of or incompliance with
applicable laws and regulations such as the Hong Kong Companies
Ordinance (Cap. 622), the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) and other applicable
local laws and regulations in various jurisdictions in which the
Group operates that had a significant impact on the Company.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

Remuneration packages are generally structured with reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based on
performance appraisals and other relevant factors.

Apart from salary payments, there are other staff benefits including
mandatory provident fund, medical insurance and performance
related discretionary bonus. Share options may also be granted to
eligible employees of the Group as incentives or rewards.

Relationship is the fundamental of business. The Group fully
understands this principle and thus maintains close relationship
with customers to fulfil their immediate and long-term needs. Due
to the nature of business, the Group did not have any major supplier
that has significant influence on its operations.

However, the Group strives to maintain fair and co-operative
relationship with the suppliers.
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DIVIDEND

The Board considers sustainable returns to shareholders whilst
retaining adequate reserves for the Group’s future development to
be an objective. Under the Company’s dividend policy, dividends
may be declared from time to time and be paid to shareholders
provided that the Group is profitable, without affecting the normal
operations of the Group. In summary, the declaration of dividends
and the dividend amount shall be determined at the sole and
absolute discretion of the Board taking into account the following
factors:

e the Group's financial performance;

e the liquidity position and capital requirements of the Group;
and

J any other factors that the Board may consider appropriate.
DIRECTORS

The Directors during the year ended 31 December 2019 and up to
the date of this report are:

Executive Directors:
CHEUNG Yuk Fung
KUI Man Chun

XU Wensheng

LI Wenjin

XU Changjun

Independent Non-Executive Directors:
TAM Chun Fai

LEUNG Wai Man, Roger

CHANG Kai-Tzung, Richard

In accordance with the Company’s Bye-laws, not less than one-third
of the Directors are subject to retirement by rotation and re-election
at the annual general meeting, and every Director shall be subject
to retirement by rotation at least once every 3 years.

Mr. Xu Changjun and Mr. Xu Wensheng, Executive Directors, and
Mr. Tam Chun Fai, Independent Non-Executive Director, will retire
from office by rotation at the Annual General Meeting and, being
eligible, offer themselves for re-election in accordance with the
Company’s Bye-laws.
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As Mr. Tam Chun Fai, has been appointed as an Independent non-
Executive Director and served the Company for more than 9 years,
his further appointment shall be subject to separate resolution to be
approved by Shareholders in accordance with the CG Code.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming Annual
General Meeting has an unexpired service contract with the Group
which is not determinable by the Group within 1 year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed, no transaction, arrangement or contract of
significance in relation to the Group’s business to which the
Company, its fellow subsidiaries or its holding company or the
Group was a party and in which a Director or an entity connected
with a Director (with meetings as ascribed to it under the Listing
Rules) had a material interest, whether directly or indirectly, were
entered into or subsisted during or at the end of the year.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and the senior
management are set out on pages 4 to 6.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors and
officers of the Group is currently and was in force throughout the
financial year.

Throughout the year, the Company has maintained appropriate
directors and officers liability insurance cover providing indemnity
against liabilities, including liability in respect of legal actions
against the Directors and officers of the Group, thereby sustained or
incurred arising from or incidental to execution of duties of his/her
offices, subject to terms and conditions of the policy.
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DIRECTORS” AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, the interests and short positions of each
Director and Chief Executive in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of part XV of the Securities and Futures Ordinance
(Cap. 571) (“SFQ”")), as recorded in the register maintained by the
Company under section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers contained in
Appendix 10 to the Listing Rules (“Model Code”) were as follows:

Ordinary Shares of HK$0.0025 each in the Company
ALRERER0ET 2 SRR
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Number of shares held Interests in associated corporation
igivit MRBEE 2 BE
Approximate
percentage of
Approximate shareholding
percentage of in the registered
shareholding capital of the
Personal Corporate in the Shares Personal Corporate associated
interest interest Total of the Company interest interest Total corporation
RELF REBEER
Rtz sk
Director gs BARR ARER 8y BOEAM AR AREE #y BOEAM
Kui Man Chun REE 28,650,000 (L* 617,083,636 (L]* 645,733,636 23.25% - - - -
(note (i)
(W)
Xu Wensheng BXE 4,566,000 (L]* - 4,566,000 0.16%** 750,000 - 750,000 3.85%**
(note (i)
(Witi)
Li Wenjin X 6,400,000 (L)* - 6,400,000 0.23%* - - - -
Xu Changjun GEE 16,563,000 (L)* - 16,563,000 0.60%** 675,000 - 675,000 3.46%*
(note (iif))
(in)
Note: i

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

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

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

*  The Letter “L” denotes a long position in shares.
**  The percentage is calculated based on the total number of issued shares of
the Company as at 31 December 2019, which was 2,776,833,835 ordinary

shares.

***  The percentage is calculated based on the registered capital of Megahunt as
at 31 December 2019, which was HK$19,500,000.

() ZEBMEREHFLEEBH Sun Limited CREFRA
99.16%E 252 A &) &Hi Sun Limited” 2 & K B A Rich
Global Limited$F % ©
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

As at 31 December 2019, the interests and short positions of
substantial shareholders (other than a Director, or the Chief
Executive) in the shares, underlying shares and debentures of the
Company and its associated corporations which would fall to be
disclosed to the Company under Divisions 2 and 3 of part XV of the
SFO and as recorded in the register maintained by the Company
under Section 336 of the SFO were as follows:

Ordinary share of HK$0.0025 each in the Company

Personal
interest
Name of shareholder
RREE/ M2 BA#ER
Rich Global Limited (“RGL")*** -
Hi Sun Limited (“HSL")*** (Note 1) (#f7#1) -
Mr. Kui Man Chun (Note 2)
REELE (Fri2) 28,650,000(L)*

Ever Union Capital Limited (“Ever Union”) -
Mr. Che Fung (Note 3)
BIESE (H3) _

Notes:

1 Representing HSL's interests in the Company’s share capital by virtue of its
control of 100% shareholding in RGL.

2 Representing Mr. Kui Man Chun’s (i) deemed interests in the Company’s
share capital by virtue of his control of 99.16% shareholding of HSL; and
(i) personal interests in the Company’s share capital as disclosed in the
preceding section.

3 Representing Mr. Che Fung's interests in the Company’s share capital by
virtue of his control of 100% shareholding in Ever Union, which holds
beneficial interests in 334,314,000 ordinary shares of the Company.
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Approximate
Corporate Number of percentage of
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REZBH
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617,083,636 (L)* 617,083,636 (L)* 22.22%
617,083,636 (L)* 617,083,636 (L)* 22.22%
617,083,636 (L)* 645,733,636 (L)* 23.25%
334,314,000 (L)* 334,314,000 (L)* 12.04%
334,314,000 (L)* 334,314,000 (L)* 12.04%
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*  The Letter “L” denotes a long position in Shares.

**  The percentage is calculated based on the total number of issued shares of
the Company as at 31 December 2019, which was 2,776,833,835 ordinary
shares.

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

CONNECTED TRANSACTIONS

Details of the connected transactions and continuing connected
transactions entered into between the Group and connected persons
under Chapter 14A of the Listing Rules during the year ended 31
December 2019 are as follows:

Deemed Disposal of VBill (Cayman)

On 24 September 2019, the Company, the Management
Shareholders, VBill (Cayman), VBill OPCO and the VBill Investor,
entered into the 2nd Amended Subscription Agreement to amend
and restate the Original Subscription Agreement and the amended
and restated agreement entered into on 12 February 2019 and 21
May 2019 respectively. Pursuant to the 2nd Amended Subscription
Agreement, among other things, the Investor agreed to subscribe
for new shares of VBill (Cayman) at the subscription price of
RMB588,000,000. The resulting reduction in the Company’s equity
interest in VBill (Cayman) constituted a deemed disposal (“Deemed
Disposal”) under Chapter 14 of the Listing Rules.

Mr. Shen is a director of VBill (Cayman) and the WFOE, a director
and the chairman of the board of directors of VBill OPCO and a
director of certain subsidiaries of VBill OPCO. Mr. Li is the chief
executive officer of VBill OPCO and the supervisor of a subsidiary
of VBill OPCO. Mr. Xue is a director of VBill OPCO and a director
of certain subsidiaries of VBill OPCO. Ms. Ge is a director of VBill
OPCO and a supervisor of certain subsidiaries of VBill OPCO. Each
of Mr. Shen, Mr. Li, Mr. Xue and Ms. Ge held 9.96%, 4.80%, 3.20%
and 2.00% equity interests in VBill OPCO respectively as at the date
of the 2nd Amended Subscription Agreement.

Both VBill (Cayman) and VBill OPCO are indirect subsidiaries of the
Company. VBill (Cayman) is an exempted company incorporated
in the Cayman Islands with limited liability and is an investment
holding company. VBill OPCO is a company incorporated under
the laws of the PRC with limited liability and is principally engaged
in the provision of face-to-face payment processing solutions
for consumers and small sized merchants in the PRC. VBill
(Cayman) indirectly exerts management control over and enjoys all
economic benefits generated from VBill OPCO through contractual
arrangements (as disclosed in the section above titled “Information
on the Contractual Arrangement” in this Report of the Directors).
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The Investor is a besloten vennootschap incorporated in the
Netherlands and its principal business is investment holding.

Immediately before completion of the 2nd Amended Subscription
Agreement, VBill (Cayman) was an indirectly wholly-owned
subsidiary of the Company and VBill OPCO is accounted for as an
80.04% owned indirect subsidiary of the Company. Completion
of the 2nd Amended Subscription Agreement took place on 12
November 2019, immediately thereafter and as at the date of this
report, (i) VBIill (Cayman) is owned as to approximately 85.99%
by the Company and approximately 14.01% by the Investor,
(i) the Company’s indirect interest in VBill OPCO is diluted to
approximately 68.83%, and (iii) each of Mr. Shen, Mr. Li, Mr. Xue
and Ms. Ge's equity interest in VBill OPCO remained at 9.96%,
4.80%, 3.20% and 2.00% respectively.

Each of the Management Shareholders is a connected person of
the Company at subsidiary level, hence, the Deemed Disposal
constituted a connected transaction of the Company under
Chapter 14A of the Listing Rules and is subject to the reporting
and announcement requirements but is exempt from the circular,
independent financial advice and shareholders’” approval
requirements under Chapter 14A of the Listing Rules, as (i) the
Board of the Company has approved the Deemed Disposal and
(ii) the independent non-executive Directors have confirmed that
the terms of the Deemed Disposal were fair and reasonable, the
Deemed Disposal was on normal commercial terms or better and
in the interests of the Company and the Shareholders as a whole
pursuant to Rule 14A.101 of the Listing Rules.

Please also refer to details set out in the section above titled “Key
Investing and Financing Activities” and the announcements of the
Company dated 24 September 2019, 24 October 2019 and 12
November 2019.
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VIE Restructuring

Yunrong Restructuring

On 21 May 2019, the Group implemented the restructuring
concerning the group of companies comprising Hunan Yunrong and
its subsidiaries (the “Yunrong Group”) (the “Yunrong Restructuring”),
where: (i) Mr. Zhang, Mr. Wei, Chongging JIM and Hunan Yunrong
entered into an equity transfer agreement (the “Yunrong Equity
Transfer Agreement”) pursuant to which, Chongging JIM has
transferred 70% equity interest in Hunan Yunrong to Mr. Zhang
at the cash consideration of RMB7 million and the remaining
30% equity interest in Hunan Yunrong to Mr. Wei at the cash
consideration of RMB3 million; (i) Mr. Zhang, Mr. Wei and Beijing
Hi Sunsray entered into a loan agreement (the “Yunrong Loan
Agreement”) pursuant to which Beijing Hi Sunsray has lent to Mr.
Zhang and Mr. Wei amounts of RMB7 million and RMB3 million for
settlement of the consideration respectively payable by Mr. Zhang
and Mr. Wei to Chongging JIM under the Yunrong Equity Transfer
Agreement; and (iii) Beijing Hi Sunsray, Hunan Yunrong, Mr. Zhang
and Mr. Wei entered into the Yunrong Control Documents.

Each of Mr. Zhang and Mr. Wei is a director of certain subsidiaries
of the Company and hence each of Mr. Zhang and Mr. Wei is a
connected person of the Company at subsidiary level. Therefore,
the transactions contemplated under the Yunrong Restructuring
constitute connected transactions and/or continuing connected
transactions at subsidiary level under Chapter 14A of the Listing
Rules and are subject to the reporting and announcement
requirements but are exempt from the circular, independent
financial advice and Shareholders” approval requirements pursuant
to Rule T4A.101 of the Listing Rules.

Please also refer to details set out in the section above titled
“Information on the contractual arrangements” and the
announcement of the Company dated 21 May 2019.
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Chonggqing JIM VIE Restructuring

On 21 May 2019 and 24 October 2019, the Group implemented
the restructuring concerning Chongging JIM, the VBill Group and
VBill (Cayman) (“Chongging JIM VIE Restructuring”), where:

(i)

(ii)

(iii)

(iv)

On 21 May 2019, Chongging JIM, VBill OPCO, Mr. Zhou,
Mr. Na and each of the Management Shareholders entered
into a share swap agreement (the “Share Swap Agreement”)
pursuant to which each of the Management Shareholders has
agreed to transfer all the equity interests they respectively hold
in VBill OPCO, representing an aggregate of 19.96% equity
interest in VBill OPCO, to Chongging JIM upon completion
of certain conditions. As consideration for the transfer of
VBill OPCO equity interests, Chongging JIM will increase its
registered capital in the amount of RMB526,300 (representing
an aggregate of approximately 5.00% of its enlarged registered
capital after the capital increase), which shall be registered
under the names of the Management Shareholders. As at the
date of this report, the Share Swap Agreement has not yet
completed.

On 21 May 2019, New WFOE, Chongging JIM, Mr. Zhou, Mr.
Na and each of the Management Shareholders entered into
a set of agreements (the “New JIM Control Documents”) for
the purpose of allowing New WFOE to exert 100% control
and enjoy all economic benefits from Chongging JIM after
completion of the Share Swap Agreement. The New JIM Control
will only become effective upon completion of the Share Swap
Agreement. The terms of the New JIM Control Documents are
substantially the same with the New JIM Control Documents
(Pre-Swap).

On 21 May 2019, the Company acquired 80.04% of VBill
(Cayman) from the Management Shareholders Holdcos at
nominal consideration.

On 24 October 2019, New WFOE, Chongging JIM, Mr. Zhou
and Mr. Na executed the New JIM Control Documents (Pre-
Swap) (to take effect upon signing and cease to be effective on
the completion of the Share Swap Agreement).

Management Shareholders Holdcos surrendered all the issued
shares in VBill (Cayman) held by them to VBill (Cayman) at nil
consideration.
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Each of the Management Shareholders (registered shareholders of
VBill OPCO) and each of the Management Shareholders Holdcos
is a connected person of the Company at subsidiary level. Each of
Mr. Zhou and Mr. Na (registered shareholders of Chongging JIM)
is a director of certain insignificant subsidiaries of the Company.
When the exception of Rule 14A.09 does not apply, each of Mr.
Zhou and Mr. Na will become a connected person of the Company
at subsidiary level. Therefore, the transactions contemplated under
the Chongging JIM VIE Restructuring (except step (iv)) constitute
connected transactions and/or continuing connected transactions
at subsidiary level under Chapter 14A of the Listing Rules and
are subject to the reporting and announcement requirements but
are exempt from the circular, independent financial advice and
Shareholders’ approval requirements pursuant to Rule 14A.101 of
the Listing Rules.

Please also refer to details set out in the section above titled
“Information on the contractual arrangements” and the
announcements of the Company dated 21 May 2019 and 24
October 2019.

Grant of waiver

The Company has applied for, and the Stock Exchange has granted a
waiver pursuant to Rule 14A.102 of the Listing Rules from (i) fixing
the term of the Yunrong Control Documents and New JIM Control
Documents for a period of not exceeding three years pursuant
to Rule 14A.52 of the Listing Rules, and (ii) setting a maximum
aggregate annual cap pursuant to Rule 14A.53 of the Listing Rules
for (x) the services fees payable by Hunan Yunrong to Beijing Hi
Sunsray and the amount of loans to be made available by Beijing
Hi Sunsray to Hunan Yunrong (as contemplated under the Yunrong
Control Documents), and (y) the services fees payable by Chongging
JIM to the New WFOE and the amount of loans to be made
available by the new WFOE to Chongging JIM (as contemplated
under the New JIM Control Documents). The waiver is subject to the
conditions as set out more particularly in the announcement of the
Company dated 21 May 2019.

Views of directors

The independent non-executive Directors have reviewed the
Yunrong Control Documents and New JIM Control Documents and
confirmed that the transactions carried out during the year ended
31 December 2019 have been entered into (i) in the ordinary
and usual course of business of the Group; and (ii) on normal
commercial terms or better; and (iii) according to the Yunrong
Control Documents and New JIM Control Documents on terms that
are fair and reasonable and in the interests of the Shareholders as a
whole.
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The Company’s auditor was engaged to report on the Group’s
continuing connected transactions for the year ended 31 December
2019 in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagement Other Than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants.
The Board confirms that the auditor has issued an unqualified
letter confirming the matters in accordance with Rule 14A.56 of
the Listing rules in respect of the Group’s continuing connected
transactions for the year ended 31 December 2019 as being in
order. A copy of this letter has been provided to the Stock Exchange.

The Company has complied with the applicable requirements under
Chapter 14A of the Listing Rules with respect to the connected
transactions and continuing connected transactions during the year
ended 31 December 2019.

RELATED PARTY TRANSACTIONS

The significant related party transactions as disclosed in note 39 to
the consolidated financial statements do not fall under the definition
of “connected transaction” or “continuing connected transaction”
(as the case may be) in Chapter 14A of the Listing Rules.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2019.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, total purchase of electronic funds transfer point-of-
sale terminals from PAX Global Technology Limited (“PAX Global”)
amounted to approximately HK$47.5 million, and was regarded
as capital in nature. As at 31 December 2019, the Company held
approximately 33.1% interest in PAX Global and Mr. Li Wenjin,
currently also serving as an Executive Director of both the Company
and PAX Global, was interested in 13,890,000 shares of PAX Global
representing approximately 1.26% of the issued share capital of
PAX Global.

The aggregate amount of purchases attributable to the 5 largest
suppliers of items which are not of capital nature was less than 30%
of the total purchases of the Group for the year.
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The percentages of sales for the year attributable to the Group’s
major customers are as follows:

Sales
— the largest customer 4%
— five largest customers combined 9%

Save as disclosed, none of the Directors, their close associates or
any shareholder (which to the knowledge of the Directors own more
than 5% of the Company’s share capital) had interests in the major
customers or suppliers noted above.

SUBSEQUENT EVENTS

1. As a result of the outbreak of novel coronavirus disease 2019
(COVID-19) (the “epidemic”), a series of precautionary and
control measures have been and continued to be implemented
across the PRC since early 2020. In the light of the current
situation, the local consumption market and hence the
payment processing industry, as well as the Group’s financial
performance will inevitably be affected by the epidemic in
the first half of 2020. The extent of the impact depends on the
duration of the epidemic and the implementation of regulatory
policies and relevant protective measures. The Group will
pay close attention to the development of the epidemic and
evaluate its impact on the operation and financial position
and results of the Group. Up to the date of this report, the
assessment is still in progress.

2. Reference is made to the announcements of the Company
dated 4 December 2019 and 30 March 2020 in relation to an
investment agreement entered into by Megahunt, Mega Hunt
Microelectronics Limited, the Company, certain management
team members of the Group and three investors pursuant to
which the said investors have agreed to invest an aggregate of
RMB80 million in Megahunt (“Investment”). Completion of the
Investment took place on 30 March 2020 and immediately after
which Megahunt is owned as to approximately 65.73% by the
Group.

3. Subsequent to the reporting period, the Company entered into
a guarantee agreement with a subsidiary and an independent
manufacturer (“OEM”), in respect of the said subsidiary’s
payment obligations against the OEM. Pursuant to the 2020
OEM Guarantee Agreement, the Company shall guarantee to
repay the said subsidiary’s due and unsettled debts of up to
US$10,000,000 owed to the OEM and incurred in relation to
such manufacturing orders the said subsidiary placed against
the OEM since 15 January 2020 should it cease or fail to
honour its payment obligations.

Save as disclosed above, there was no other important event
affecting the Company that has occurred since the end of the YEAR
2019.
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PENSION SCHEME

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

Any Mandatory Contributions paid for and in respect of an
employee are fully and immediately vested in the employee once
paid to the trustee of the MPF Scheme and any investment return
derived from the investment of the Mandatory Contributions is
also fully and immediately vested in the employee. The employees
are entitled to 100% of the accrued benefits derived from the
employer’s Mandatory Contributions upon retirement at the age of
65 years old, death or total incapacity, subject to other applicable
provisions of law.

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

DIRECTORS’ INTEREST IN COMPETING BUSINESS

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

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Directors confirmed
that the Company has maintained at all times the sufficient public
float as required under the Listing Rules during the year.
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AUDITOR

The financial statements have been audited by PricewaterhouseCoopers
who has remained as the Company’s auditor for each of the preceding
three years and will retire and, being eligible, offer themselves for
re-appointment at the forthcoming annual general meeting of the
Company.

This Report of the Directors shall comprise all such cross-references
herein contained to other parts of this annual report.

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 30 March 2020
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The Board is pleased to present this Corporate Governance Report
for the year ended 31 December 2019.

The Company wishes to highlight the importance of its Board
in ensuring effective leadership and control of the Company,
transparency and accountability of all operations and that its
business is conducted in accordance with applicable laws, rules
and regulations.

The Company also recognises the importance of good corporate
governance to the Group’s healthy growth and has devoted
considerable efforts to identifying and formulating corporate
governance practices appropriate to the Group’s needs.

CORPORATE GOVERNANCE PRACTICES

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

In formulating and implementing its corporate governance practices
and standards, the Company has applied the Principles and
complied with all applicable Code Provisions for the year ended 31
December 2019.

The Board periodically reviews and monitors the Company’s
policies and practices on corporate governance or compliance
with legal and regulatory requirements and employees” compliance
manual to ensure that the Group’s operations are conducted in
accordance with the standards of the CG Code and applicable
disclosure requirements. Directors and senior management are
provided with appropriate ongoing training, continuing professional
development for regular updates of the legal and regulatory
requirements relevant to their duties.

DIRECTORS” SECURITIES TRANSACTIONS

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

Specific enquiry had been made to all directors of the Company
and the directors have confirmed that they have complied with the
required standard as set out in Model Code and the Group's code
through the year and up to the date of this Report.
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The key corporate governance principles and practices of the
Company are summarised as follows:

THE BOARD

Responsibilities

The overall management of the Company’s business is vested in
the Board, which assumes responsibility for leadership and control
of the Company and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.
All Directors make decisions objectively in the best interests of the
Compan