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BUSINESS REVIEW AND PROSPECTS

The board (the “Board”) of directors (the “Directors”)
of Sprocomm Intelligence Limited (the “Company”)
announces the unaudited interim consolidated results
of the Company and its subsidiaries (collectively the
“Group”) for the six months ended 30 June 2020 to the
shareholders of the Company.

Business Review

During the six months ended 30 June 2020, the
outbreak of the novel coronavirus (the “COVID-19”)
caused significant adverse impact on the global
economy and consumer confidence. The worldwide
smartphone market was also affected as the production
capacities and schedules of the mobile phone
manufacturers were interrupted by lockdown measures
and consumers were more conscious on their spending.

The Group, as one of the leading ODM mobile phone
suppliers based in China, continues to focus on the
research and development, designing, manufacturing
and sale of mobile phones, printed circuit board
assembly (“PCBA”) for mobile phones and internet
of things (“loT”) related products, targeting emerging
markets. Since the outbreak of COVID-19, a number
of provinces and municipalities in China have taken
emergency public health measures and various actions
to prevent the spread of the COVID-19, including
imposing restriction on resumption date of production
after the Chinese New Year Holidays. Under these public
health measures, the Group experienced delays in the
supply of raw materials from its suppliers and certain
workers had difficulties to return to work as usual. The
Group halted production at its production plants in
Shenzhen and Luzhou for a few weeks and production
was gradually resumed by end of February. As a result of
the aforesaid, the Group’s original production plans and
production capacity were significantly affected, leading
to late delivery of products in the six months ended
30 June 2020. The Group has taken corresponding
actions to mitigate the adverse impact arising from
COVID-19, including prioritisation of sales orders, regular
communications with customers to secure the sales
orders, close monitoring and follow up on the delivery
schedule of raw materials and rescheduling production
plans to speed up the production process and meet the
customer demand. Amid the outbreak of COVID-19,
the Group’s revenue for the six months ended 30 June
2020 decreased by 23.8% to RMB857.6 million from
RMB1,125.9 million for the six months ended 30 June
2019, primarily attributed to the decrease in sales of
mobile phones. The Group’s net profit for the six months
ended 30 June 2020 also decreased by 40.6% to
RMB12.6 million from RMB21.2 million (excluding one-
off listing expenses of RMB8.6 million) for the six months
ended 30 June 2019.
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Going forward, China’s ODM mobile phone market will
be filled with challenges and opportunities. While the
global economy still requires some time to recover, the
Group will take this opportunity to solidify its leading
market position. Further, the Directors consider that
the rapid roll-out of 5G telecommunication network in
different parts of the world will drive the demand for
smartphones and loT products.

Leveraging on strong research and development
ability, the Group successfully entered into framework
sales agreement with Ant Financial (Hainan) Digital
Technology Limited Company* (1% & & iR (/8 /)
HF R TA R A A, “Ant Financial”) for product
validation and supply of Ali-POS (point of sales) devices
supported with facial recognition feature (face ID) in
2019. The cooperation with Ant Financial stimulated
the Group’s revenue from loT related products for the
six months ended 30 June 2020, which significantly
increased by 8.9 times to RMB237.0 million from
RMB24.0 million for the six months ended 30 June
2019.

In order to capture the potential market opportunities
and maximise the interests of the Company and its
shareholders, the Group will continue to strengthen
its cooperation with Ant Financial and it will adopt a
prudent approach to develop its business and gradually
expand its production capacity, enhance its research
and development capability, enrich its product portfolio
and increase its sales and marketing effort to diversify
its geographical locations.

Highlights of the unaudited results of the Group for the
six months ended 30 June 2020, as compared to the
corresponding period in 2019, are shown in the following
table:
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Six months ended 30 June
BZEAA=tAHLEAAEA

2020 2019

TECDERF —ZE-hF

(Unaudited) (Unaudited)

(REER) (REgEZ)

Revenue (RMB’000) Wz (ARETFIT) 857,580 1,125,896

Net profit for the period (RMB’000) HRER (ARETFT) 12,596 12,668
Earnings per share FRRAF]

- Basic and diluted (RMB cents) —EXR#E(AR%ES) 1.27 1.80
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MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Review
Revenue
Revenue by product categories

The Group’s product portfolio includes smartphones,
feature phones, PCBAs for mobile phones and loT
related products. During the six months ended 30 June
2020, the Group mainly derives its revenue from the
sales of smartphones and loT products. Set out below
is a breakdown of the Group’s total revenue by product
categories and the revenue generated from each
product category as a percentage of total revenue for
the six months ended 30 June 2020 and 2019:

BB MR
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FH#E - FHRAOENRIE IR AR Y8448
BER BE_Z-_ZTFXA=1tHILX
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B EER - TRBIBE_T=_F
ER-_T-AENAZFTRHIEANERRE
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Six months ended 30 June
HEAA=THLAER
2020 2019
SRIRE “FN0E

% of total 9% of total

RMB’000 revenue RMB'000 revenue

ARETT f{H80EN%  ARETT (HERENH%

Mobile phones Fi

- Smartphones ~BHTFH 407,425 415 960,162 853
— Feature phones B2 131,144 15.3 99,670 838
Sub-total: gt 538,569 62.8 1,059,832 94.1
PCBAs HREBRER 58,401 6.8 13,394 1.2
loT related products NEEEEER 236,975 276 23981 21
Others (Note) i (BisE) 23,635 28 28,689 26
Total At 857,580 100.0 1,125,89 100.0
Note: Others mainly include revenue from the sales of mobile Mz Et T EREHERRNERRENES

device components used for after sales-services and the
provision of research and development and technical
services for mobile phones, PCBAs and cloud related
products.
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The Group’s total revenue decreased by 23.8% to
RMB857.6 million for the six months ended 30 June
2020 from RMB1,125.9 million for the six months
ended 30 June 2019, primarily attributed to the
decreased sales of mobile phones amid the outbreak
of COVID-19, but partially offset by the increased sales
of loT related products.

Revenue from mobiles phones decreased by 49.2% to
RMB538.6 million for the six months ended 30 June
2020 from RMB1,059.8 million for the six months
ended 30 June 2019, primarily attributed to the
decrease in sales of smartphones to India, Algeria and
the PRC amid the outbreak of the COVID-19.

Revenue from PCBAs increased by 3.4 times to
RMB58.4 million for the six months ended 30 June
2020 from RMB13.4 million for the six months ended
30 June 2019, primarily attributed to the increase in
demand on PCBAs for mobile phones from the PRC
customers.

Revenue from loT related products increased by 8.9
times to RMB237.0 million for the six months ended
30 June 2020 from RMB24.0 million for the six months
ended 30 June 2019, primarily attributed to the
increase in sales of (i) Ali-POS (point of sales) devices
supported with facial recognition feature (face ID); and (i)
smart locks.
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Revenue by geographical regions

The Group’s products are mainly sold to emerging
markets which have high population and growing
demands on mobile phones. Set out below is
a breakdown of the Group’s total revenue by
geographical region and the revenue generated from
each region as a percentage of total revenue for the six
months ended 30 June 2020 and 2019:

R IR B & 7 5 7
ARETEAAORZ AFRBRTEE R
MFEmSHEER  TRIBBRE_FT=
ZER_F-NAFRNA=THIEREARE
Bl 5 E’J%@Hﬁl¥ﬁﬂiﬁ&xfﬂﬁéiﬁ’ﬂ
Wk R EE RS

Six months ended 30 June
BERA=THLAEA
2020 2019
ZEIEE ZET-NE

% of total % of total
RMB’000 revenue RMB'000 revenue
ARBTR (HEREN% ARBTT  (EBYEN%

Emerging Asia SHFEER
India H0E 280,104 32.7 436,401 38.8
Pakistan BRI 13,819 16 20,544 26
Bangladesh AMAE 107,387 125 23,300 2.1
The PRC # 449,006 524 397,902 35.3
Sub-total: NG 850,316 99.2 887,237 788

Other regions HighE

Algeria W& RFE 7,008 08 189,629 16.8
Others i 261 - 49,030 44
Sub-total: NHe 7,264 0.8 238,659 212
Total Aft 857,580 100.0 1,125,896 100.0
Revenue from India decreased by 35.8% to RMB280.1 XK EEEMRZREE T —LF A

million for the six months ended 30 June 2020 from
RMB436.4 million for the six months ended 30 June
2019 as the outbreak of COVID-19 caused delays
in the Group’s production schedules and delivery of
products to customers.

Revenue from Bangladesh increased by 3.6 times to
RMB107.4 million for the six months ended 30 June
2020 from RMB23.4 million for the six months ended
30 June 2019, primarily attributed to increase in
demand for smartphones.
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Revenue from the PRC increased by 12.8% to
RMB449.0 million for the six months ended 30 June
2020 from RMB397.9 million for the six months ended
30 June 2019, primarily attributed to increase in sales
of PCBAs and loT-related products, but partially offset
by the decrease in sales of smartphones.

Revenue from Algeria decreased by 96.3% to RMB7.0
million for the six months ended 30 June 2020 from
RMB189.6 million for the six months ended 30 June
2019, primarily attributed to the decrease in purchase
orders for smartphones from one of the Group’s major
customers.

Gross profit and gross profit margin

Gross profit decreased by 11.0% to RMB86.8
million for the six months ended 30 June 2020 from
RMB97.5 million for the six months ended 30 June
2019, primarily due to the decreased sales of mobile
phones. Gross profit margin improved to 10.1% for the
six months ended 30 June 2020 from 8.7% for the six
months ended 30 June 2019. The increase in gross
profit margin was primarily attributed to the increase in
proportion of sales of 0T related products which had a
higher gross profit margin than other products.

Other gains and income

Other gains and income mainly include comprises
government subsidies and amortisation of government
subsidies, net exchange gain, gain arising from change
in fair value of financial assets at fair value through profit
and loss, bank interest income and sundry income. The
Group’s other gains and income remained relatively
stable at RMB29.1 million for the six months ended 30
June 2020 as compared with RMB29.0 million for the
six months ended 30 June 2019.

Selling expenses

Selling expenses mainly represent transportation and
custom declaration expenses, salaries and employee
benefits of our sales and marketing staff, business-
related travelling and entertainment expenses.
Selling expenses for the six months ended 30 June
2020 decreased by 10.6% to RMB14.4 million from
RMB16.1 million for the six months ended 30 June
2019 because the higher proportion of sales to the
PRC for the six months ended 30 June 2020 reduced
the transportation and custom declaration expenses
incurred by the Group.
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Administrative and other expenses

Administrative and other expenses mainly represent
salaries and benefits of our administrative and
management staff, depreciation, amortisation of
intangible assets, general office expenses, legal and
professional fees, rental expenses, insurance expenses,
bank charges, exchange losses, listing expenses
and other miscellaneous administrative expenses.
Administrative and other expenses for six months
ended 30 June 2020 increased by 34.0% to RMB35.1
million from RMB26.2 million for the six months ended
30 June 2019 (excluding one-off listing expenses of
RMB8.6 million). The increase in administrative and
other expenses was primarily attributed to the increase
in impairment loss on trade and bills receivables and
net exchange losses.

Research and development expenses

Research and development expenses for the six
months ended 30 June 2020 decreased by 6.3%
to RMB50.8 million from RMB54.2 million for the six
months ended 30 June 2019, along with the Group’s
decreased sales.

Finance costs

Finance costs mainly represent interests on discounted
bills, interest portion of lease liabilities, bank borrowings
and factoring loans. The Group’s finance costs
decreased by 59.1% to RMB2.7 million for the six
months ended 30 June 2020 from RMB6.6 million
for the six months ended 30 June 2019, primarily
attributed to the repayment of borrowings.

Income tax expenses

For the six months ended 30 June 2020, the Group’s
income tax expenses decreased by 86.4% to RMB0.3
million from RMB2.2 million for the six months ended
30 June 2019, primarily attributed to over provision of
income tax expenses in prior years.

Profit for the period

As a result of the above factors, the Group’s net profit
for six months ended 30 June 2020 was RMB12.6
million, representing a decrease of 40.6% as compared
with RMB21.2 million (excluding one-off listing
expenses of RMB8.6 million) for the six months ended
30 June 2019. Net profit margin for the six months
ended 30 June 2020 also decreased to 1.5% from
1.9% (excluding listing expenses) for the six months
ended 30 June 2019.
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Dividend

The Board does not recommend the payment of
dividend for the six months ended 30 June 2020 (2019:
nil).

Trade and bills receivables

As at 30 June 2020, the Group’s trade and bills
receivables amounted to RMB407.8 million (31
December 2019: RMB622.2 million). The Group
generally grants credit period ranging from 30 to 90
days to its customers and allows its PRC customers
to settle their purchases by way of bills with maturity
period ranging from three to six months.

In order to minimise credit risk, the Group carefully
assesses the background information and credit
worthiness of its customers before it decides to grant
them credit periods. Further, the Group also closely
monitors the payment record of its customers and
regularly reviews the credit terms granted to them. The
Group’s credit assessment is based on various factors,
including but not limited to the financial strength, size
of the business and payment history of customers and
length of their business relationship with the Group.

The decrease in the Group’s trade and bills receivables
as at 30 June 2020 was primarily attributed to (i) the
decrease in sales during the six months ended 30 June
2020; and (ji) the settlement from customers. Based on
the dates of the relevant sales invoices, 78.2% of the
Group’s trade and bills receivables as at 30 June 2020
aged within 90 days and the Group did not notice any
substantial long outstanding balances.

Trade and bills payables

As at 30 June 2020, the Group’s trade and bills
payables amounted to RMB614.7 million (31 December
2019: RMB876.7 million). Suppliers generally grant the
Group credit period ranging from 30 to 60 days, with
certain suppliers require the Group to make advance
payment before product delivery. The Group has
financial risk management policies in place to ensure
that all payables are settled within the credit timeframe.
Certain suppliers allow the Group to settle its purchases
by way of bank acceptance bills and the Group may
also endorse certain bills receivables to its suppliers in
order to settle the trade payable due to them.
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Capital Structure, Liquidity, Financial
Resources and Gearing

The Company’s shares were successfully listed on the
Main Board of the Stock Exchange on 13 November
2019. There has been no change in the capital
structure of the Group since then. The Group mainly
funds its business and working capital requirements by
using a balanced mix of internal resources, borrowings
and funds from the global offering.

The funding mix will be adjusted depending on the
costs of funding and the actual needs of the Group.
As at 30 June 2020, the Group had net current
assets of RMB229.0 million (31 December 2019:
RMB211.4 million), bank balances and cash amounted
to RMB123.7 million (31 December 2019: RMB126.7
million) and borrowings amounted to RMB68.8 million
(81 December 2019: RMB206.3 million). The Group’s
bank balances and cash and borrowings as at 30 June
2020 were mainly denominated in RMB and USD. The
weighted average effective interest rate of the Group’s
borrowings for the six months ended 30 June 2020
was 4% per annum (six months ended 30 June 2019:
4% per annum) and the borrowings are repayable
installments over a period of three months to 10 years.
As at 30 June 2020, the Group had a current ratio of 1.3
times (31 December 2019: 1.2 times) and gearing ratio
of 0.2 (calculated by dividing total debt by total equity)
(81 December 2019: 0.7). As at 30 June 2020 and 31
December 2019, the Group’s borrowing facilities were
fully utilised.

Capital Commitments

As at 30 June 2020, the Group had capital
commitments of RMB2.5 million in relation to capital
contribution to an associate (31 December 2019: nil).

Contingent Liabilities

As at 30 June 2020, the Group did not have any
material contingent liabilities or guarantees (31
December 2019: nil).
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Pledge of Assets and Restricted Deposit

As at 30 June 2020, the Group pledged trade and bills
receivables with carrying amount of RMB45.2 million (31
December 2019: RMB30.0 million), bank deposits with
carrying amount of RMB114.4 million (31 December
2019: RMB81.2 million) and land and building with
carrying amount of RMB58.3 million (31 December
2019: RMB59.9 million) to secure its borrowings and
banking facilities.

As at 30 June 2020, the Group’s financial assets at fair
value through profit or loss (“financial assets at FVTPL”)
amounted to RMB20.9 million (31 December 2019:
RMB285.7 million) and they have been pledged to
certain banks for the issuance of bank acceptance bills
to the Group’s suppliers for the settlement of purchases
of raw materials and components.

As at 30 June 2020, the Group had restricted
deposit of RMB1.7 million (31 December 2019: nil),
representing bank balances frozen by banks that had
received notice from court with regard to the litigation
claim detailed in note 27 of this interim report.

Material Acquisitions and Disposals of
Subsidiaries, Associates and Joint Ventures
During the six months ended 30 June 2020 and 2019,
the Group did not have any material acquisitions and
disposals of subsidiaries, associates or joint ventures.
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Significant Investments Held by the Group

During the six months ended 30 June 2020, the Group
invested some of its funds in the structured deposits of
PRC licensed commercial banks, which were principal
guaranteed and carried interest at a variable rate per
annum with reference to the performance of foreign
currency or interest rate during the investment period.
These structured deposits were classified as financial
assets at FVTPL in the Group’s consolidated financial
statements. As at 30 June 2020, the Group’s financial
assets at FVTPL amounted to RMB20.9 million (31
December 2019: RMB285.7 million), representing
1.7% (31 December 2019: 17.5%) of the Group’s
total assets, and they have been pledged to certain
banks for the issuance of bank acceptance bills to
the Group’s suppliers for the settlement of purchases
of raw materials and components. During the six
months ended 30 June 2020, the realised gain arising
from change in fair value of financial assets at FVTPL
amounted to RMB5.5 million (2019: RMB5.4 million)
and no interest income and dividend (2019: nil) were
derived from these financial assets.

The following sets forth the fair value of the Group’s
financial assets at FVTPL by the respective issuing
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bank as at 30 June 2020 and 31 December 2019: WAEBZEAFEFABENEMEEZ
AFE :
Issuing Bank
BATERT
30 June 31 December
2020 2019
—T-NF
—E-FF +=A
~A=+H =t+—8
RMB’000 RMB’000
ARBETT ARETT
The Bank of East Asia (China) Limited REEIRIT (PR
BRAA - 245,460
Bank of Ningbo BIRIRTT 13,890 24,790
China Merchants Bank Bk 7,020 15,400
20,910 285,650
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The principal terms of the Group’s financial assets at
FVTPL as at 30 June 2020 are set out below:

Term and/or early Bank of Ningbo:
termination:
HIRRRRATAL EIRRIT

China Merchants Bank:

BERIT
Expected or actual Bank of Ningbo:
rate of return: FIRIRTT -
EHSEREHRE China Merchants Bank:
BRI

The Group adopts prudent and pragmatic investment
strategies. The Group purchases principal guaranteed
financial assets at FVTPL from sizable PRC licensed
commercial banks with good credit ratings. Further, the
Group has implemented the following internal controls
to minimise the potential risks for investing in financial
assets:

- all the existing financial assets shall be closely
monitored by the Group’s finance controller;

- no new investments can be made unless it is
principal guaranteed;

- all investments shall be assessed by the Group’s
finance controller after taking into account
the maturity term, expected rate of return and
features of proposed investments and analysis
on impact on working capital and cashflow,
identification of any legal risks from reviewing
the terms with the assistance of any external
legal advisers as the Group’s finance controller
considers appropriate;
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- the Group’s finance controller shall prepare an
assessment report stating the factors considered
as stated above to be submitted to the Group’s
chief executive officer for approval shall he
considers appropriate; and

- single investment with principal amount
exceeding RMB50 million or any new investments
which would result in the outstanding principal
sum of the financial assets exceeding RMB100
million which are endorsed by the Group’s chief
executive officer shall be further approved by the
audit committee who would re-assess the risks
involved.

Saved as disclosed herein, the Group did not make
any other significant investments during the six months
ended 30 June 2020.

Future Plan For Material Investments and
Capital Assets

The Group set out its future plans in its prospectus
dated 30 October 2019 (the “Prospectus”). As part
of its future plans, the Group will acquire new SMT
lines to expand its SMT production capacity. The
Group will also devote more resources into research
and development to enrich its product offering on
both mobile phone related products and IoT related
products. These future plans will be funded by a
balanced mix of internal resources, borrowings and
proceeds from the global offering. To further enhance
the value the Group and its shareholders, the Group
will also consider potential investment opportunities
when they arise.
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Foreign Exchange Risks

For the six months ended 30 June 2020, the Group
derived 47.6% (2019: 64.7%) of its total revenue from
export sales and these export sales were principally
denominated in USD. As at 30 June 2020, the Group
had USD-denominated monetary assets with carrying
amount of RMB199.0 million (31 December 2019:
RMB269.4 million) and USD-denominated monetary
liabilities of RMB212.6 million (31 December 2019:
RMB188.0 million). The Group is exposed to foreign
exchange risk arising from its export sales, monetary
assets and liabilities denominated in foreign currencies.
The Group did not enter into any foreign exchange
hedging instruments during the six months ended 30
June 2020. Management of the Group regularly reviews
the impact of exchange risk exposure on the Group’s
financial performance and may use foreign exchange
hedging instruments to reduce the Group’s exchange
risk exposure if appropriate.

Employees, Remuneration Policy and Training

As at 30 June 2020, the Group had approximately
1,250 employees (31 December 2019: approximately
1,400 employees), whose remunerations and benefits
are determined based on market rates, government
policies and individual performance. For the six
months ended 30 June 2020, the Group’s total staff
costs amounted to RMB37.9 million (2019: RMB41.7
million). The Group provides comprehensive training
and development opportunities to its employees on a
regular basis. The trainings are arranged according to
needs of employees, which are identified annually by
individual departments.
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Use Of Proceeds From IPO

Shares of the Company were listed on the Main
Board of the Stock Exchange on 13 November 2019.
The net proceeds from the IPO, net of underwriting
commissions and other relevant expenses, amounted
to approximately HK$84.4 million. The Group will apply
such proceeds in accordance with the section headed
“Future plans and use of proceeds” set out in the
Prospectus.

The use of the net proceeds from the Listing Date up to
the date of this report had been applied as follows:

BRARMBERSREAR
ARARHR_Z-—NF+—-—AT=BR
BT EAR BT o BB HEMS kAW
HERX  ERARBEEMERRFRY
R844ABET - AKBERIZBRERIR
KEHBI R GHORME] — STl 8 A%
EMISHA

BLTHAHEARERS  ASFHIAER
B EAERMT

Utilised net Unutilised net
proceeds proceeds
from IPO from IPO
Planned use of as at the date asatthedate  Expected timeline for unutilised
net proceeds of this report of thisreport  net proceeds from IPO
(@pproximately) (approximately) (approximately)
BZARERY BEABRERY
BBAZER ABAZER
EIERE NARERE NARERE BRERLRRERDA
REEE REEE REFE  FERETENELRE
(54) (84) (B4
Enhance SMT production HK$38.8 millon HK$19.9 million HK$18.9 milion  HK$4.1 million to be utilised during the
capacity six months ending 31 December
2020, HK$13.4 million to be
utilised during the six months
ending 30 June 2021 and HK$1.4
millon to be utilised during the six
months ending 31 December 2021
RARRER BSBEEL 199EBET 1BI9AEEL  HE-T-ETE+-R=t+-HIR

@R HE-Z--E£xA=T+
HiEAERREZE-_S=—F
TZE=t+-BIEAEAR £
HIEB41BERET 134684
TRI4EERT
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Utilised net

Unutilised net

proceeds proceeds
from IPO from IPO
Planned use of as at the date asatthedate  Expected timeline for unutilised
net proceeds of this report of thisreport  net proceeds from IPO
(approximately) (approximately) (approximately)
BEAEERY BEAEERY
BRAZER KBAZER
i EIERE NARERE NARERS BREALRRERDA
RRFR RRFR RERE  FERERENANRE
(854 (BE4) (84
Enhance research and HK$14.2 million HK$3.2 milion HK$11.0milion  HK$3.6 million to be utiised during the
development capabilities six months ending 31 December
2020, HK$4.1 million to be utiised
during the six months ending 30
June 2021 and HK$3.3 million to
be utilised during the six months
ending 31 December 2021
it 142BEET 32BEET 1O0EEAL HE-Z-TET-A=T-RHIA
BA BE-F--%5XA=T
AtAEAREZE-Z=-%
TZA=t-HIE~ER  #5
HIBM36EEET L1RER
TRIIBEAET
Enhance sales and marketing HK$8.6 million HK$2.5 million HK$6.1 milion  HK$2.5 million to be utiised during the
force to diversify customer six months ending 31 December
base 2020, HK$2.5 million to be utiised
during the six months ending 30
June 2021 and HK$1.1 million to
be utilised during the six months
ending 31 December 2021
MAHE R5HENE N Y 25BERT 61EERT  HE-Z-TES-A=T-HIER
SHREEPER BR -#2-T--FxA=t
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Utilised net

Unutilised net

proceeds proceeds
from IPO from IPO
Planned use of as at the date asatthedate  Expected timeline for unutilised
net proceeds of this report of thisreport  net proceeds from IPO
(approximately) (approximately) (approximately)
BEAEERY BERRERD
BRAZER KBAZER
i EIERE NARERE NARERS BREALRRERDA
RRFR RRFR RERE  FERERENANRE
(854 (BE4) (#4)
Upgrade enterprise planning HK$5.7 millon HK$1.1 milion HK$4.6 milion  HK$2.3 million to be utiised during the
resource system six months ending 31 December
2020, and HK$2.3 million to be
utilised during the six months
ending 30 June 2021
AR EHEERZS 5TEEATL 118EET 46EERET BEZZ-EFT-A=t-BIER
EAREZE-Z=-F/ A=t
BIEAER BARBRA23EE
BLR2IEBATL
Repayment of bank loans HK$8.8 million HK$4.4 million HK$4.4 milion  HK$2.2 million to be utiised during the
six months ending 31 December
2020, and HK$2.2 million to be
utilised during the six months
ending 30 June 2021
BERTER BBEBAT AABBAET A4BERT  BECTCRESCAST-HLER
ERAREZE=S=-F/ A=t
RIERER BH5IBR228E
BTR22EBAT
General working capital HK$8.3 million HK$8.3 million - NA
—REEES BIEBAT BIEBAT - TER
Total HK$84.4 million HK$39.4 million HK$45.0 million
st B44BEET 4EEET 4BOREET

—E-DEREI¥ERE Sprocomm Intelligence Limited 21



SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

{ispte

Shinewin?’

REPORT ON REVIEW OF CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

TO THE BOARD OF DIRECTORS OF SPROCOMM
INTELLIGENCE LIMITED
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated
financial statements of Sprocomm Intelligence Limited
(the “Company”) and its subsidiaries (the “Group”) set
out on pages 24 to 57, which comprise the condensed
consolidated statement of financial position as of 30
June 2020 and the related condensed consolidated
statement of profit or loss, the condensed consolidated
statement of profit or loss and other comprehensive
income, condensed consolidated statement of
changes in equity and condensed consolidated
statement of cash flows for the six-month period then
ended, and other explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”).
The directors of the Company are responsible for the
preparation and presentation of these condensed
consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements
based on our review, and to report our conclusion
solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability
to any other person for the contents of this report.
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Scope of Review

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the
HKICPA. A review of these condensed consolidated
financial statements consists of making inquiries,
primarily of persons responsible for financial and
accounting matters, and applying analytical and other
review procedures. A review is substantially less in
scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would
become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express
an audit opinion.

Conclusion

Based on our review, nothing has come to our
attention that causes us to believe that the condensed
consolidated financial statements are not prepared, in
all material respects, in accordance with HKAS 34.

Without qualifying our review conclusion, we draw
attention to the fact that the comparative condensed
consolidated statement of profit or loss and other
comprehensive income, statement of changes in equity
and statement of cash flows for the six-month period
ended 30 June 2019 and the relevant explanatory notes
included in these condensed consolidated financial
statements have not been reviewed in accordance with
Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by
the Independent Auditor of the Entity”.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Chuen Fai

Practising Certificate Number: P05589

Hong Kong
25 August 2020

EHEE
ZECREBEEESHMASRMNEEE
RIEE A AE RIS 2410 5R [ A G138 L 1% BiEm &
IR Ei IS AR E1TEM - ZEMBER
AV BRERNEEN TERREIEZNAEY
B BEEMABELSH  WETOW
REMEHRRF @B REHNBERER
BEBENTEAETERZODE R/ - 7
UREREES S IE ARG LS
WRBHOMBEAEE - At BETE
BRAMBZER -

A,
&

HMEFRTEZRERNEER  SHMR
RERGEVBHRRESERTERER
BEEAEGITENEMRRER

EY SEHRMOBHERELRE 2BER
T EFIBREOBGEMBRRAE
BOHE_Z-AFANA=ZTAHLERNEA
MR BRGEEE AL EERER
BEEHRIREMERIALEBEI AN
IR IR E B RIS A A5 241058
[RRBI X EENE B B IS E R 7T
] -

BB (BB GHMERAERIAF
By

=8

HEFERIT - P05589

H&
—ET-EFNAZ+EA

—E-DEREI¥ERE Sprocomm Intelligence Limited 23



z_//

~~~ CONDENSED CONSOLIDATED BRGAESREMEZEKRER
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2020 BE T _FFNA=1HINEA

Six months ended 30 June

BEAA=tHLEAEA

2020 2019
—2-%F —FT-AF
Note RMB’000 RMB’000

Mz AR®TT ARBTET
(Unaudited) (Unaudited)
(RBER) (REER)

Revenue e g 4 857,580 1,125,896
Cost of sales $HE R (770,740)  (1,028,349)
Gross profit EA 86,840 97,547
Other gains and income Hplrss RIAgA 6 29,110 20,041
Selling expenses HEMX (14,396) (16,149)
Administrative and other T R HAb B 2

expenses (35,110) (34,743)
Research and development EF X

expenses (50,804) (54,231)
Finance costs B &M 7 (2,740) (6,610)
Profit before tax B 150 A1 328 12,900 14,855
Income tax expenses SR 8 (304) (2,187)
Profit for the period BA 5 A 9 12,596 12,668

Other comprehensive expenses for A E A 2 F L -

the period:
Item that may be reclassified R EF 7R
subsequently to profit or loss Rt B9E H
Exchange difference arising BEBINEBES
on translating foreign B =R
operations (1,278) (1,262)
Total comprehensive income for ~ HIR 2 Yz 58
RElesied 11,318 11,406
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CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND (%)
OTHER COMPREHENSIVE INCOME
(CONTINUED)

For the six months ended 30 June 2020

BAGSREREMEEERESR

BE-F-_FFNA=1+HINEA

Six months ended 30 June
BZEANA=+HLAEA

2020 2019
—E-%F T AF
Note RMB’000 RMB’000
Mz AR®TRT AREBTE
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
Profit (loss) attributable to: VAR & 75 Al i )
(F518)
Owners of the Company NN ZS N 12,655 13,511
Non-controlling interests FEIE R (59) (843)
12,596 12,668
Total comprehensive income D/(T%Eﬁ%\iﬁ 2
(expenses) attributable to: (FIs2) ABe
Owners of the Company ZIN/NEIEZ 2SN 11,377 12,249
Non-controlling interests SEFE R (59) (843)
11,318 11,406
Earnings per share BREAF
Basic and diluted (RMB cents) ~ =EAREE (ARKS) 1 1.27 1.80
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

At 30 June 2020

[GLEE S

RZFE-ZFFNA=+H

B R

30 June 31 December
2020 2019
—E-NF
=i +=A
NB=1H =+—H
RMB’000 RMB’000
AR®TR AREEFT
Note  (Unaudited) (Audited)
ihg=3 (REER) (EEZ)
Non-current Assets kRBEE
Property, plant and equipment ~ #1% « = K& E 12 122,387 127,913
Right-of-use assets EREEE 11,651 17,345
Intangible assets B EE 13 6,706 6,391
Deferred tax assets BLEBIEEE 708 707
141,452 152,356
Current Assets REEE
Inventories & 280,782 283,956
Trade and bills receivables B 5 EWRIER
e & 14 407,842 622,161
Financial assets at fair value AT EFTAEES
through profit or loss ERMEE 16 20,910 285,650
Prepayments and FE B R H A
other receivables B GRIE 15 103,531 73,995
Pledged bank deposits EEMIRITER 17 114,387 81,165
Restricted deposits R HI1FR 18 1,723 -
Time deposits TEHITFR 19 49,278 -
Bank balances and cash RITHEHBRRS 123,718 126,682
1,102,171 1,473,609
Current Liabilities RBAE
Trade and bills payables BIEMNTIERL
AR S 20 614,650 876,707
Accruals and other payables EtERANLEM
FEFRIE 96,455 115,641
Contract liabilities aREE 21 96,125 63,331
Borrowings [EE: 22 48,266 184,153
Lease liabilities HERE 9,861 11,962
Deferred income EIEWA 5,534 5,228
Income tax payable TR 2,262 5,151
873,153 1,262,173
Net current assets REEEFE 229,018 211,436
Total assets less BEERRBERE
current liabilities 370,470 363,792
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(CONTINUED)

At 30 June 2020

[GLEE S

R-B-FFNA=+H

B kiR & (4R)

30 June 31 December
2020 2019
—E-NF
—E-EHF +=A
ANA=T+H =+—H
RMB’000 RMB’000
ARBTR ARBEFT
Note (Unaudited) (Audited)
B st (REER) (fe&%x)
Capital and Reserves EXRHE
Share capital &N 8,945 8,945
Reserves i 304,119 292,042
Equity attributable to owners of AR A REA AJE(EREZS
the Company 313,064 300,987
Non-controlling interests JEIERR M 1,947 2,006
Total Equity B 315,011 302,993
Non-current liabilities FRBEE
Deferred income TR A 20,198 22167
Deferred tax liabilities BEBIEEE 12,702 10,846
Lease liabilities HEBRE 1,980 5,682
Borrowings &3k 22 20,579 22,104
55,459 60,799
370,470 363,792

ZE - TFRHEERE Sprocomm Intelligence Limited
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" CONDENSED CONSOLIDATED MRS SEXSHE
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2020 AR —F—FFNA=FHIENEA
Attributable to owners of the Company
EINE N1
Non-
Share Share  Statutory Translation Merger Other  Retained controlling
capital  premium reserve reserve reserve  reserves profits ~ Sub-total interests Total

Rt ROEE iERE  RERE  AHBRE  RtEE  REEM Nt FEREE &t
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARMTR ARBTR ARBTR ARBTR ARBTR ARWTZ ARRTR ARWTR ARMTR

At1 January 2020 RZZ2ZE
-A-A 8,945 89,439 16,226 (4,627) (26,744) 8,138 131,610 300987 2006 302,993

Profi loss) for the period  H3EF (1) - - - - - - 12655 12655 (59)  125%
Bchangediference  BEESNERES
aishgonrandating ~ HER 23

foreign operations - - - (1,278) - - - (1,278) - (1,218)
Total comprehensive B 2E (Hx)

(expenses)incomefor ~ WEHE

the period = . - (1m . - 8% 11T B9 11318
Share-based payment BT

(note 23) (Bi3k23) - - - - - 700 - 700 - 700
At30 June 2020 i 23

(Unaudted) ~AZ1A

(REEH) 8,945 89,439 16,226 (5,905) (26,744) 86,838 144265 313,064 1947 315011
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CONDENSED CONSOLIDATED BRRGAERSEHR (F)
STATEMENT OF CHANGES IN EQUITY

(CONTINUED)
For the six months ended 30 June 2020 B —FE—FENA=FHIFAEA
Atributable to owners of the Company
RAREEARE
Non-
Share  Statutory  Translation Merger Other  Retained controling
capital reserve reserve Teserve reserves profits ~ Sub-total interests Total
E  EREE  AEEE  ANEE  EbEE  REEM N HERER @it
RMBO00 ~ RMBOOO  RMB'OO0  RMBO0O  RMB'OO0  RMBIOOO  RMB'OO0  RMBO00  RMB'000
ARBTT ARETT ARETR ARBTR ARETL ARETT ARMTR ARETT ARETR
At 1 January 2019 RZE-NE-A-8 5 10921 (8239 (6744 86445 97917 160305 3557 163862
Proft (oss) for the period AR (E38) - - - - - 18511 18511 (843 12,668
Exchange difference arising on 8850 EHE A4
ranslating foreign operations  [E 5 £ - - (1,262) - - - (1,262) - 1,262)
Total comprehensive BR2ERR)
lexpenses) incomeforthe i 48
period - - (1,262) - - 13511 12,249 (843) 11,406
At30 June 2019 (Unaudted) R=F-AF~A=1H
(k%R 5 10921 0501 (674 86445 111428 172554 2714 175,068
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CONDENSED CONSOLIDATED BRGERERER

STATEMENT OF CASH FLOWS

For the six months ended 30 June 2020 BE - E-FTFENA=+HIFNEA

Six months ended 30 June

HEANA=tTRHILEAEAR

2020 2019
—EZEF —E-hEF
RMB’000 RMB’000
ARBTR AREFT
(Unaudited) (Unaudited)
(REEZ) (REFZ)
NET CASH USED IN OPERATING  &E&ZBMBRSTHE
ACTIVITIES (61,867) (167,584)
INVESTING ACTIVITIES REED
Purchase of property, plant and BEME BELEHR
equipment - 972
Payments for intangible assets HREFEEMNK (774) -
Purchase of financial assets at BEERAFEFABREN
fair value through profit or loss eREE (31,380) (753,562)
Proceeds from disposal of financial HERATFEFABZD
assets at fair value through ERMEEMBHIEA
profit or loss 301,662 817,451
Placement in time deposits ﬁ)\;{ﬁﬂr b2 (49,278) -
Increase in restricted deposits BRIl 7F FZOE (1,723) -
Placement in pledged bank deposits ~ F AR ERRITER (178,814) (35,670)
Withdrawal of pledged bank deposits ~ $2EUE & ##R 1717 3K 145,796 252
Repayment from a related company BAESE A RIE AN - 1,076
Repayment from a former related —MIRIRARE 2 RIE R
company - 5,774
Interest received BUF B 2,907 607
NET CASH GENERATED FROM REZDREREFRE
INVESTING ACTIVITIES 188,396 36,900
FINANCING ACTIVITIES MEED
Government subsidies received B R T 48 B 16,017 12,891
New borrowings raised MEEMER 73,278 254,180
Repayment of borrowings BB AT (211,331) (134,791)
Payments of lease liabilities HEHBAR (5,803) (3,490)
Interest paid BERFE (2,740) (6,610)
NET CASH (USED IN) FROM RMEED (FTA) s
FINANCING ACTIVITIES RERE (130,579) 122,180
NET DECREASE IN CASH AND ReRAESENAD FE
CASH EQUIVALENTS (4,050) (8,504)
CASH AND CASH EQUIVALENTS  HI1R&RBSZEY
AT BEGINNING OF PERIOD 126,682 56,118
Effect of foreign exchange rate changes & X & B &) %/ 1,086 23
CASH AND CASH EQUIVALENTS ?ﬁ?ﬁﬁﬁ&fiﬁ%fﬁm
AT END OF PERIOD 123,718 47,637
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

B &R & B IS 3R R B 5E

For the six months ended 30 June 2020

GENERAL INFORMATION

The Company was incorporated in the Cayman
Islands under the Companies Law, Chapter 22
(Law 3 of 1961, as combined and revised) of the
Cayman Islands as an exempted company with
limited liability on 15 August 2018 and its shares
have been listed on Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) since 13 November 2019 (the “Listing
Date”). The ultimate controlling parties are Mr.
Li Chengjun and Mr. Xiong Bin (the “Controlling
Shareholders”).

The Company is an investment holding company.
The principal activities of its subsidiaries are
designing, manufacturing and sales of mobile
phones and printed circuit board assembly
(“PCBA”) and Internet of things (“loT”) related
products and investment holding.

The condensed consolidated financial statements
are presented in RMB which is also the functional
currency of the Company, and all values are
rounded to the nearest thousands, except when
otherwise indicated.

B2 —E_FFENA=FHIEA

—REH

AREAR —ZE—-N\FENA+EHRA
REFASHBERE2ENAE
(—NAR—FEPI= - a0t RIERT)
ERSHEEMRIAERRAR
DA EBRHR-_T-—NFE+—A
T=ZA(LTREHBDEEBHAR
ZAR AR ([BE]) EAR LT -
REERTT BERE L E RN %
£ (TERERD -

ARAR—HEREERRAF - KK
BARMEZEB LD RRE &
ENHE T - DRI ERRIRARE ([E)
RIEFEARARLE |) B lse i (T B4R 1)
HEEMRNRIREER -

BrAZAEN  GBRESTBER
RIDAARBEDEEE 2 MAAE
HEGHABEREONT TARKE -
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BASIS OF PREPARATION

The condensed consolidated financial statements
of the Group for the six months ended 30 June
2020 have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”) and the applicable disclosure
provisions of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements
have been prepared on the historical cost basis
except for certain financial instruments, which are
measured at fair values, as appropriate.

Other than changes in accounting polices
resulting from the application of new
amendments to Hong Kong Financial Reporting
Standards and application of the accounting
policies which become relevant to the Group,
the accounting policies used in the condensed
consolidated financial statements are consistent
with those followed in the preparation of the
Group’s annual consolidated financial statements
for the year ended 31 December 2019.

Share-based payment transactions

Equity-settled share-based payment
transactions

Share options granted to employees

The fair value of services received determined
by reference to the fair value of share options
granted at the date of grant is expensed on a
straight-line basis over the vesting period.

At the end of the reporting period, the Group
revises its estimates of the number of options
that are expected to ultimately vest. The impact
of the revision of the original estimates during the
vesting period, if any, is recognised in profit or
loss such that the cumulative expense reflects
the revised estimate, with a corresponding
adjustment to share options reserve.

Sprocomm Intelligence Limited Interim Report 2020
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PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Share-based payment transactions
(Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to employees (Continued)

When share options are exercised, the amount
previously recognised in share options reserve
will be transferred to share premium. When the
share options are forfeited after the vesting date
or are still not exercised at the expiry date, the
amount previously recognised in share options
reserve will be transferred to retained earnings.

Application of new and amendments
to Hong Kong Financial Reporting
Standards

In the current interim period, the Group has
applied, for the first time, the Amendments
to References to the Conceptual Framework
in Hong Kong Financial Reporting Standards
(“HKFRSs”) and the following amendments
to HKFRSs issued by the HKICPA which are
effective for the Group’s financial year beginning
1 January 2020:

Amendments to HKFRS 3 Definition of a Business

Amendments to HKAS 1 Definition of Material

and HKAS 8
Amendments to HKFRS 9, Interest Rate
HKAS 39 and HKFRS 7 Benchmark Reform

The application of the Amendments to
References to the Conceptual Framework in
HKFRS and the above amendments to HKFRSs
in the current interim period has had no material
effect on the Group’s financial performance and
positions for the current and prior periods and/
or on the disclosures set out in these condensed
consolidated financial statements.

3.

FEEHRE (E)

B#HXNRS (&)

DEZEHENROZSRS (F)

[E1E B 1% 1 FE AR 1% (4B
BBAREETEE  RERBRE
FEENERNRERE R0 G
B BBRENSBIRUENR
TTIE R+ JR 5 00 B JCHE fok 1 0 FE AR
2R BB ERE W -

RAFI REEITEBHBRE

R

RARH  AEEERRMEES
R A EEM T BB REER
(TEAMBREEL]) PHEE M
Rz (BRTA) KN oIE B
BMELENZET  aXEE-F
—EFE-A-BRHABNEBREEL
B

EEUBREENEN EHI TR
TSES!

EREHRASIRE  FAZES
5 QELIELL:
CHES!

ERUMBHRELNSEOR FREENE
BHEGERE 0%
REBM RS
FT5R

KA BRNEER G REED S
HEMSMERZRL (BFTA) RE
B BRERERNZ LRETHAE
B R KB EERE R R R B R
HRGEEMBREMBRBENT B
Ry BEMEATZE -
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REVENUE

Revenue represents revenue arising on sales of
goods in the normal course of business, net of
discounts and sales related taxes. The Group’s
revenue for the year is recognised at a point in
time.

An analysis of revenue from contracts with
customer disaggregated by major product types
is as follows:

g
WHER—REBBREPHESER
BEHE 2 W (S HBRITE &ﬁﬁ%*ﬁ%@
1) - AEBOFRWRESNE—
FIBLHER o

BIZERBENINNEL GO
mAIIT

Six months ended 30 June
BERA=+THLREA

2020 2019
—EB-BF ZFNF
RMB’000 RMB'000

ARETR ARBEFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)

Mobile phone Fik
PCBAs ENRIE B R A0 5
IoT related products YEs B E S
Others Efh

538,569 1,059,832

58,401 13,394
236,975 23,981
23,635 28,689

857,580 1,125,896
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SEGMENT INFORMATION

The executive directors of the Company,
being the chief operating decision makers,
review the Group’s internal reporting in order
to assess performance and allocate resource.
The Group is principally engaged in designing,
manufacturing and sales of mobile phones and
PCBA and IoT related Products. Information
reported to the chief operating decision makers,
for the purpose of resources allocation and
performance assessment, focuses on the
operating results of the Company as a whole
as the Group’s resources are integrated and no
discrete operating segment financial information
is available. Accordingly, no operating segment
information is presented.

Geographical information

Information about the Group’s revenue from
external customers presented based on the
location of customers is as follows:

o EBE R
RATRTES (LT BEEREE)
FHAREEA AR E AT ERR
ROBER AEBETENERT
SUERHE FH - BRI ERERAR
RO @ERER AETEEER
KEZMURERD BERRRFAE
ZERFEINANRRBEEEEE
AAAEEzERCIERA  UE
BYZEEDBHBAR - Bt
WMmEHEED AR -

i i3 & R

BEPIUE2IINAEENHEP
W AR T -

Revenue from
external customers
INERE F W s
Six months ended 30 June
BEANA=+HLAREA

2020 2019
—EZERF ZFAF
RMB’000 RMB'000

ARETR ARBEFT
(Unaudited) (Unaudited)
(REER) (REEEZR)

India ENE
Algeria B B8 K2 ) 32
The PRC [aa
Pakistan B EAE

People’s Republic of Bangladesh & I Az A R £ F1

Other regions Hth (&

280,104 436,401
7,003 189,629
449,006 397,902
13,819 29,5644
107,387 23,390
261 49,030

857,580 1,125,896
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(,_///6. OTHER GAINS AND INCOME 6. HttlzmREA

Six months ended 30 June
BERA=+THLREA

2020 2019
—B-BF ZFNF
RMB’000 RMB'000

ARETR ARBEFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)

Bank interest income RITH BUA 2,907 607
Exchange gain, net & 5 e %58 - 6,503
Gain arising from change in BAFEFABED
fair value of financial assets CRMEEATEES
at fair value through profit or loss ~ E 4 2 iz 5,542 5,416
Government subsidies (Note) AT e B (B 3E) 14,613 12,891
Amortisation of government grants B i 17 B & $5 3,067 2,787
Sundry income MIEWA 2,981 837
29,110 29,041
Note: The government subsidies represent the one-off M sT : BT A BL3E 2R B Z {1 5 BT 8
government grants that were received from local B—REBE#EE B A
government authorities of which the entitlements i E AR R A EH MU A -

were unconditional and were therefore
immediately recognised as other income.
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7.

FINANCE COSTS

7. BEMRK

Six months ended 30 June
BERA=+THLREA

2020 2019
—E-%F CZETNF
RMB’000 RMB'000

ARETR ARBEFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)

Interests on:
Lease liabilities
Discounted bills financing and

THEBEZHE
HERE 400 412
ZEBMEME RRIEER

factoring loans 1,662 5,414
Borrowings & 678 784
2,740 6,610
INCOME TAX EXPENSES 8. FBHAX
Six months ended 30 June
BEXNA=THLEAEA
2020 2019
—Z-TF ZE-NF
RMB’000 RMB’000
ARBETRT ARETT
(Unaudited) (Unaudited)
(REEZ) (CREEEZ)
PRC Enterprise Income RSN
Tax (“EIT): (TEZEMER) -
- Current income tax —RIHARR 1% 79 1,973
— Over provision in prior year —BAFEBERE (1,630) -
Deferred tax: ERERIE
Charge to current period R HARE Bk 1,855 214
Income tax expenses FTiSfif X 304 2,187
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INCOME TAX EXPENSES (CONTINUED) 8. FEHMAX (&)

The income tax expenses for the period can AHEMFAEHRAY BEREEE
be reconciled to the profit before tax per the = N H 2 U s R A BR B AT R T
condensed consolidated statement of profit or HERWT -

loss and other comprehensive income as follows:

Six months ended 30 June
BEAA=+RHLEAXEA

2020 2019
A
RMB’000 RMB'000

ARBTRT AR®BFT
(Unaudited) (Unaudited)
(RBER)  (REER)

Profit before tax R 750 A 7 12,900 14,855
Tax at the domestic income tax % B A FF 2 5 5 & 25%

rate of 25% FTEMBIE 3,225 3,714
Tax effect of tax losses not REERHIEBED

recognised MEEE 5,786 6,077
Utilisation of tax loss not BAARERNRIEEE

recognised (1,199) (1,382)
Effect of different tax rates of REAM AR EH

subsidiaries operating in other [ SpEE NGO R S

jurisdictions & (197) 12

Additional deduction arising from
research and development

Bt 2 B9 S E A YRR SMNHRL

expenses (3,759) (4,890)
Tax effect of tax exemption/ B MR ER R, HR

deduction from tax authority Eopibi -1 (3,293) (2,025)
Over provision in prior years BAEFEBERE (1,630) -
Withholding tax on undistributed  — & 7 Bl Fff B 2 &)

earnings of a PRC subsidiary ROIERE MBI FEIB 1,371 681
Income tax expenses FEHMAX 304 2,187
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9.

10.

PROFIT FOR THE PERIOD 9. HREF

Six months ended 30 June

BEXA=ZTHLEXEA

2020 2019
T_2F —T-NE
~ RMB’000 RMB’000

ARBTT AR®BFT
(Unaudited) (Unaudlted)
(RBER) (REeERZ)

Profit for the period has been s F kR (GEA)

arrived at after charging T3S HEBEE
(crediting):
Directors’ emoluments Y 1,025 890
Salaries, allowances and other & ~ FEBI R E MR
benefits (excluding directors’ (TBEEEEME)
emoluments) 33,745 33,029
Share-based payment expenses (A& B & H A% 1) S 15 2
granted to employees (Note 23)  (F{ & 23) 573 -
Contributions to retirement RIREFI GBI
benefits scheme (excluding (T"BEEEEMHE)
directors’ emoluments) (Note) (FF&E) 2,584 7,772
Total staff costs B IR 37,927 41,691
Auditors’ remuneration 1% BRI %7 B 227 401
Listing expenses EmRX - 8,569
Amortisation of intangible assets 2 & 7= # $ 459 440
Amount of inventories EHRABAINTESSE
recognised as an expense 770,740 1,028,349
Net foreign exchange & 5 &5 18 (e ) ¥ 5
losses (gains) 3,619 (6,503)
Depreciation of property, plant 1% « BB R EHITE
and equipment 5,526 5,783
Depreciation of right-of-use assets i Fi # & Eﬁ E 5,694 5,563
Impairment loss recognised BLE 5 e W R IE K U 2
in respect of trade and bills BHER E‘J/)EQTEJEETE
receivables 6,583 2,530
Provision for litigation EEFRZBE 327 328
Note: According to the policy on reduction of social Mt REBEFRIITAHERMT & RES
insurance fees announced by the Ministry BHHAR R ELSRBRENBER OF
of Human Resources and Social Security of AR [2020]35}7) $ AfEE
Shenzhen (Shen Ren She Gui [2020] No.3), ﬁﬁﬁ% FYIR & ﬂ?ﬁﬁﬂﬁ
Shenzhen Sprocomm Telecommunication (ﬂmﬂ\lﬁ f]) EA_ T_TF
Technology Co., Ltd (“Shenzhen Sprocomm”), an :ﬂ Z0 AR ERBE A E
indirect wholly-owned subsidiary of the Company, 1K.50%

was entitled to a 50% reduction of the social
insurance fees during February to April 2020.

DIVIDENDS 10. KE

No dividend was paid or proposed during the six BE-_ZT-_ZTFR=-FT—NFA
months ended 30 June 2020 and 2019, nor has Z+tHIAREA MELAERE
any dividend been proposed since the end of the EREMBE  BREHRETE
reporting period. EREIREMEKRE -
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EARNINGS PER SHARE

The calculation of the basic earnings per
share during the periods is based on the profit
attributable to the owners of the Company and

11. BRER

the weighted average number of ordinary shares

in issue.

BA - BRERENZFAEDER
AAREEANEEENRBETE
BRI HETE -

Six months ended 30 June
BZEAA=1THILEAEA

2020 2019
—E-EHE ZT-NF
RMB’000 RMB’000
AR®TT AREBTRT
Earnings for the purpose of basic F &1 & & % F A 2 F) Y
earnings per share (profit for the 2 F) (AR &) A A &ML
period attributable to owners of  Ef R )
the Company) 12,655 13,511
’000 000
T8 F A&
Weighted average number of ARG ESRERET S
ordinary shares for the purpose % 3@ % Jl4E 15 8
of basic earnings per share 1,000,000 750,000

For the six months ended 30 June 2019, the
weighted average number of ordinary shares
for the purpose of basic earnings per share has
been adjusted for the capitalisation issue on 13

November 2019.
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11.

12,

13.

EARNINGS PER SHARE (CONTINUED)
Diluted earnings per share

As at 30 June 2020, none of the performance
conditions of the share options were met, and
thus the dilutive potential ordinary shares are not
included in the calculation of diluted earnings
per share. As a result, diluted earnings per share
is the same as basic earnings per share for the
period ended 30 June 2020.

Diluted earnings per share is same as basic
earnings per share for the period ended 30 June
2019 as there were no dilutive potential ordinary
shares outstanding during the period.

MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2020, the
Group has no addition of property, plant and
equipment (six months ended 30 June 2019:
RMB972,000).

MOVEMENTS IN INTANGIBLE ASSETS

During the six months ended 30 June 2020,
the Group paid approximately RMB774,000 on
addition of intangible assets (six months ended
30 June 2019: Nil).

11.

12,

13.

BREF (&)

SRBERA
RZTZTFNA=1+H TEE
B {7 B8 PR RE B AR IR M4 - SO ET
HEREERN G BT REEE
FERRKR A BE_T_ZTF
NAZTHIESHENERE SRR
HERERENER -

BE_Z-NAFA=1THLHH
MEREEANEERERAN —
B RAAZMELBEITEIIN
BEEEEBR

E‘Z:I: 7—7@/\)5,‘ +E|JJ:/\1I

A AEELEFEME BE X
(BzEz-Z-NAFAA=1+AL

NEA  ARME972,0007T) °

BREESD
HE-_Z-_ZFXA=1+81L A
A AEBRABEFEAESHD
ARBET74000T (BHE=ZT—NF
/\ﬂ 'T’EHJ:/\“ﬁ i)
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TRADE AND BILLS RECEIVABLES EZRWREBEREKREZE
30 June 31 December
2020 2019
—E-NF
—E-EHF +=A
NA= + =} =t+—H
RMB’000 RMB’000
ARBTRT ARETT
(Unaudited) (Audited)
(REER) (fe&%)
Trade receivables E 5 EWGIE 389,041 604,316
Bills receivables R RE 28,213 20,674
Less: Loss allowance for trade 3l + B 5 EUGK
and bills receivables eI IR R 1 (9,412) (2,829)
Trade and bills receivables P EBGRA N EKREE 407,842 622,161

The gross amount of trade and bills receivables
arising from contracts with customers amounted
to approximately RMB417,254,000 as at 30 June
2020 (31 December 2019: RMB624,990,000).

RZEBE_ZFA=+H BFA&
WELENE S ERE R EREE
WERH B NR 417,254,000 7T (=
T-hFF+-_A=+—80: ARE
624,990,000 7T) °

The Group allows credit period of 30-90 days to AEERTEFNEAERAEES
its trade customers depending on creditability EPEHB0EWRMNERH - K&
of the customers. The Group does not hold any B H S R UGRIE R E W E
collateral over its trade and bills receivables. The TJ% ?v*fﬁfi’c K @ o TR B B
following is an aged analysis of trade and bills HIRRIR R A (R B s e
receivables, presented based on invoice dates, qu| HiEE) 2560 E 5 RYEFIER
which approximates the respective revenue JEWE IR A BRI DA ©
recognition dates, at the end of the reporting
period.
30 June 31 December
2020 2019
—E-hNF
—E-EF +=A
RA= ‘|’ B =+—H
RMB’000 RMB’000
AR® TR AREFT
(Unaudited) (Audited)
(REERK) (&%)
Within 30 days 30 KA 270,056 459,100
31 to 60 days 31E60X 34,832 91,441
61 to 90 days 61ZE 90K 14,236 25,784
Over 90 days 90K L 88,718 45,836
Total s 407,842 622,161
No interest is charged on the trade and bills S E 5 e R IE & e M R R

receivables.
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14.

TRADE AND BILLS RECEIVABLES 14. EZERRERERERS (&)
(CONTINUED)
As part of the Group’s credit risk management, EAAEEEERBRERN —H
the Group applies internal credit rating for its REBEHEPHEITANIEETHR -
customers. The debtors are grouped under a BMZRARGEERREHB2EES
provision matrix into three internal credit rating ABTBHERREHAENMBE
buckets (namely: low risk, medium risk and high RADHT - BREBEBEEREEBHA
risk) based on shared credit risk characteristic A R=(ANIERERAER (B - K
by reference to past due exposure of the Rk~ RERFEER) o HFTEMT
debtor, and an analysis of the debtor’s current kAR E BRI EE M B AR R I = 8
financial position. There has been no change FoAREMER KR RERERE
in the estimation techniques or significant FRERRFEREWREENZHAESR
assumptions made during the both periods. The ZEEBEBOT
Group recognised lifetime ECL for trade and
bills receivables individually and/or collectively as
follows:
Average Gross
expected carrying Loss
loss rate amount allowance
Fi9mEH
BE=E BEREE BERE
% RMB’000 RMB’000
% ARKETF T ARKETF T
As at 30 June 2020 %:%:?E/‘TH
=1TH
Low risk (Unaudited) K@ (RASEIZ) 2.26% 417,254 9,412
As at 31 December RZ-ZE—h&F+=A
2019 =+—H
Low risk KRR 0.45% 624,990 2,829

The estimated loss rate are estimated based
on historical observed default rates over the
expected life of the debtors and are adjusted for
forward-looking information (for example, the
current and forecasted economic growth rates
in PRC, India and other countries, which reflect
the general economic conditions of the industry
in which the debtors operate) that is available
without undue cost or effort. Such forward-
looking information is used by the management
of the Group to assess both the current as well
as the forecast direction of conditions at the
reporting date. The grouping is regularly reviewed
by the management of the Group to ensure
relevant information about specific debtors is
updated.

BB R R IIRIBER AR FH
NERINBEROXMGE A5
WA R ETRE (Pl RERETS
ARRE PR T R BB N P
CEIE SR E A R A1
®E) HEAH ARBEEEE®R
RZEREEER DT E f KRR
BEBE -AEHEREGTHE
EHERAN  BREEEBEANAE
BB R R i o
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TRADE AND BILLS RECEIVABLES
(CONTINUED)

Movements of impairment loss allowance of
trade and bills receivables are as follows:

BESEURERERRE (H)

B 5 e MR IR I e M B R 0 R B A
BEEREEHIT

RMB’000

ARBFT

As at 1 January 2019 —E—-hF—HA—H (1,096)

ECL impairment loss allowance ﬁ%@%%@ﬂ@%ﬁ%ﬁ (1,733)

As at 31 December 2019 RZZE-AEFE+ZH=+—A8 (2,829)

ECL impairment loss allowance TAEE BRI E B ERE (6,583)
As at 30 June 2020 (Unaudited) RZE_ZFNA=+H

(CREEZ) (9,412)

During six months ended 30 June 2020, the
increase in ECL impairment loss allowance is
due to the decline in the credit environment as a
result of the Coronavirus disease pandemic.

As at 30 June 2020, the Group discounted and
factored trade and bills receivables in aggregate
amounts of approximately RMB45,217,000 (31
December 2019: RMB30,040,000) to banks and
factoring company for short term financing.

Transfers of financial assets

The following were the Group’s trade and
bills receivables as at 30 June 2020 and 31
December 2019 that were transferred to banks
and factoring company by discounting those
trade and bills receivables on a full recourse
basis. As the Group has not transferred the
significant risks and rewards relating to these
trade and bills receivables, it continues to
recognise the full carrying amount of the trade
and bills receivables and has recognised the cash
received on the transfer as secured borrowings.
These trade and bills receivables are carried at
amortised cost in the condensed consolidated
statements of financial position.
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14. TRADE AND BILLS RECEIVABLES 14.

15.

(CONTINUED)

The trade and bills receivables discounted and
factored to banks and a factoring company with

BESEURERERRE (H)

CRRITRRERARERIFRIER
AR2HEERENE S BUFIERE

full recourse is as follows: WEBWT -
30 June 31 December
2020 2019
—E-NF
S e din +=A
~A=+A  =+—8
RMB’000 RMB’000
ARBFR AREFT
(Unaudited) (Audited)
(REER) (I EZ)
Carrying amount of transferred B ;@ EERKREE
assets 45,217 30,040
Carrying amount of associated 18 & EXIREE
liabilities (45,217) (80,040)
Net position R - -
PREPAYMENTS AND OTHER 15. FENREREAEVRKIE
RECEIVABLES
30 June 31 December
2020 2019
—E-NF
e in +=A
NA=t+H =+—H
RMB’000 RMB’000
ARBTRT AREBTT
(Unaudited) (Audited)
(REER) (&%)
Prepayments TE T RIE 42,614 38,221
Deposits i 1,237 1,255
Other tax recoverable b ] U 0] B TE 55,108 29,417
Others At 4,572 5,102
103,531 73,995

Note: Included in prepayments and other receivables
are other receivables and refundable deposits
of approximately RMB5,809,000 as at 30 June
2020 (31 December 2019: RMB6,357,000).
These balances have low risk of default or have
not been a significant increase in credit risk
since initial recognition and no impairment loss is

recognised.

=
a2

TR RO R E A EARRRIR Z B AR

EHAR_ZT-_ZTHFA=THZ
Hip el E R A REREHOAR
# 5,809,000 7T (—E—HFE+= A
=+—H: AR¥6,357,0007) °
REFBBORRER B VIRHER
LA SRS 6 2, B8 7 0 8 2 48 % oK e

RBEEE -
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16.

46

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

BATEFABENEREE

30 June 31 December

2020 2019
—ET—hF
- +=A
ANAB=1+H =+—H
RMB’000 RMB’000
AR®TT ARBTFET
(Unaudited) (Audited)
(REEER) (fe&1%)
Structured deposits stated BNTFETIRR
at fair value TR 20,910 285,650

The financial assets at fair value through profit or
loss (“FVTPL”) as at 30 June 2020 represented
contracts of principal guaranteed structured
deposits with banks in the PRC which are
presented as current assets since their maturities
are within 12 months from the end of the
reporting period based on the contract terms.

Pursuant to the relevant agreements, these
structured deposits carry interest at a
variable rate per annum with reference to the
performance of foreign currency or interest rate
during the investment period and the principal
sums are denominated in RMB. The directors
of the Company consider the fair values of the
structured deposits, which are based on the
prices provided by the counterparty banks
representing the prices they would pay to redeem
the deposits at 30 June 2020, approximate to
their carrying values on the same day.

Management has assessed the credit quality of

the financial institution and considered the credit
risk to be not significant.
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17.

18.

19.

PLEDGED BANK DEPOSITS

As at 30 June 2020, bank deposits of
approximately RMB114,387,000 (31 December
2019: RMB81,165,000) were pledged by the
Group for the purpose of securing discounted
bills loans and general banking facility granted to
the Group. The deposits carried fixed interest at
1% to 1.95% per annum (31 December 2019:
RMB60,000,000 at fixed rate of 4% per annum
and RMB21,165,000 carried floating interest
rate).

RESTRICTED DEPOSITS

As at 30 June 2020, bank deposits of
approximately RMB 1,723,000 in Shenzhen
Sprocomm were being frozen by banks as the
respective banks had received notice from court
with regard to the litigation claim as disclosed in
note 27.

TIME DEPOSITS

As at 30 June 2020, the Group had fixed-term
time deposits in banks in the PRC with maturities
of six months. The deposits carry fixed interests
rate at 1.95% to 2.9% per annum (31 December
2019: Nil).

17.

18.

19.

BIEFRITER
R-ZE-_ZTFEXA=Z1+H A£H
2 4 A R# 114,387,000 (=
T-hE+-_A=+—0: ARE
81,165,000 7T) KR 1T 17 S 1E B A
EEERMRZBEERRE —MKE
TRVA T - FHIREE FF R
1% E1.95%FT B (ZE—hF+ =
A=+—8: AR%60,000,000
TIRETEENZR4%5HE - AR
21,165,000 TTIRF B FI KT E) ©

FREIFR
R-ZZ-_ZEXA=1+8  FIIK
EIRTTFE A AR 1,723,000 T4
BITRE AR BBAERTEUE
JEBT B SR A B SR B AN (Jn B 5
2TFTIREE) ©

EHER
R-E-_ZFTEXA=Z1+H A£H
PR BEER 1T B TE BRF AR &
NE A o FRUIZE E F A EA1.95%
B29%s B (ZE—NFE+=A
=f+—B8:%F)-
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" 20. TRADE AND BILLS PAYABLES 20. ESZEARERENSERE

30 June 31 December

2020 2019
—E-NF

—E-EHF +=A

AA=t+H =+—A

RMB’000 RMB’000

AR®TRT ARBTET

(Unaudited) (Audited)

(REEX) (&%)

Trade payables Z 5 ENRIE 364,718 446,297
Bills payables FEREE 249,932 430,410
Trade and bills payables B SN RE R ENEE 614,650 876,707

RBEHR - EFEANKBARER
SIERBE A2 MR

The following is an aged analysis of trade and
bills payables presented based on invoice date at
the end of the reporting period.

30 June 31 December

2020 2019

—ZE-NEF

—EC-EHF +=A

NA=t+H =+—H

RMB’000 RMB’000

ARETR ARBEFT

(Unaudited) (Audited)

(REBER) (fe&%)

Within 30 days 30KIA 299,629 496,730
31 to 60 days 31E60K 97,235 78,763
61 to 90 days 61Z2 90K 107,472 58,727
Over 90 days N 110,314 242 487
Total #Et 614,650 876,707

The average credit period on purchases of goods RESERNEHEESENF30E60
is ranging from 30 to 60 days. o

48 Sprocomm Intelligence Limited Interim Report 2020



21.

22,

23.

MOVEMENTS IN CONTRACT LIABILITIES

During the current interim period, the Group
received approximately RMB79,052,000 advance
from customers due to new orders received.

MOVEMENTS IN BORROWINGS

During the current interim period, the
Group raised borrowings of approximately
RMB73,278,000 (six months ended 30 June
2019: approximately RMB254,180,000)
and repaid borrowings of approximately
RMB211,331,000 (six months ended 30 June
2019: approximately RMB134,791,000).

The weighted average effective interest rate of
borrowings for the six months ended 30 June
2020 was 4% per annum (six months ended 30
June 2019: 4% per annum).

SHARE-BASED PAYMENT
TRANSACTIONS

Share-option scheme

Pursuant to the Share Option Scheme of the
Company adopted in 2019, the Company
granted share options to subscribe for an
aggregate of 69,100,000 shares (the “Share
Options”) on 14 April 2020 to certain directors
and employees. The options have a validity
period of five years from the date of grant. The
Group has no legal or constructive obligations to
repurchase or settle the options in cash. These
options vest in tranches over a period of up to 3
years.

21.

22,

23.

BRAEES
RAPH  ARNEENRTE A&
BRIKRBEPHBIMOARYE
79,052,000 7T

EREE

RAFRE KNEESE 1%%“7}\
R#73,278000 L (HE=F— AN
FEXAZFTHLEAEAR: ARE
254,180,00070) REEEFHAR
#211,331,000 L (BLE = — 1
FERNA=Z1THIEANEA: AR
134,791,0007T) °
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23. SHARE-BASED PAYMENT 23. RO XIS (E)
TRANSACTIONS (CONTINUED)
Share-option scheme (Continued) MR RE ST 8l ()
The options are to be vested in three tranches, BEREGESZHEE  HEFASE
subject to the Group achieving its profit target BEER M EEREFNAESEN
and the directors and employees meeting their BRI A6 ([ RIBUEE D) B AIEE -
service conditions as well (the “Performance EFZREEAZENRAEEEEZ
Conditions”). The directors and employees ERBIGHERK - Z = BB RE
should remain in the Group’s employment until AT s K17 (HEREASES
those Performance Conditions are satisfied. FHBERFBEZ) :
Subject to the fulfilment of the certain financial
performance targets by the Group, the three
tranches of options are exercisable in the
following manner:
() 380% of the Share Options will be ) 30%MEBEBRETIE-ZT=—F
exercisable commencing from 1 July 2021; tA—BA’TE;
(i) 30% of the Share Options will be iy 30%MEBRENIE-ZT-__F
exercisable commencing from 1 July 2022; tA—BA’TE;
(i)  the remaining 40% of the Share Options (i) BHMTHIONERERTE_-Z
will be exercisable commencing from 1 —=FtRA—BRITE:
July 2023.
The following table discloses movements of the TREIBE_ZE_ZTFA=T
Company’s share options held by directors and HiFHESERESBREAAAE
employees during the period ended 30 June fRrER) B -
2020:
Outstanding Granted  Outstanding
at 1 January during the at 30 June
Grantee: 2020 period 2020
®
RZE-ZF “ECEF
-A—-8 AA=1H
AEREA: HRTE  HAERE i RAT B
Directors §$
14 April 2020 ZE-TFMA+MA - 12,500,000 12,500,000
Employees {321
14 April 2020 ZT-TFMA+MA - 56,600,000 56,600,000
- 69,100,000 69,100,000
Exercisable at the end HRAT(E
of the period - - -
Exercise price 1iEE - HK$0.51 HK$0.51
05187 0517
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SHARE-BASED PAYMENT 23. BOXAXRS ()
TRANSACTIONS (CONTINUED)

Share-option scheme (Continued) ﬂ%ﬁﬁ*&*% | (48)

The total fair value, which was determined by —E_ZFNA+TA - RIEE
using Binomial option price model, of the options Hﬂ’é FHEIAE T B HA A 8 AR
granted under the share-option scheme as at the ZAFEGAZEASETERR
grant date are approximately RMB13,812,000 BEE)HABARE13,812,0007T ° =
on 14 April 2020. The significant inputs into the BAELNEZHABIRNAT -

Binomial Model are as follows:

Tranche 1 Tranche 2 Tranche 3

E—it B B

Date of grant 14 April 2020 14 April 2020 14 April 2020

—EC-EF —EC-EF ZECEF

REAH MmA+mMA mA+mA MA+mA

Exercisable period AT HA 1July2021to  1July2022t0 1 July 2023 to

(subject to vesting (lEERE 13 April 2025 13 April 2025 13 April 2025

conditions being FE M) T —F —E-F —TZ=F

fulfilled) JCH HE ‘tﬂ S ‘tﬂ RE

—T_-AfF —T_AEF —T-RHE

mA+=H mA+=H mA+=A

Share price at the grant FdAERE HK$0.51 HK$0.51 HK$0.51

date 05187t 051787 0.517%8 7T

Exercise price per share FRITEE HK$0.51 HK$0.51 HK$0.51

05187 05187 051787

Expected volatility KR 53.00% 53.00% 53.00%

Expected life of options B ETEET 5 years 5 years 5 years

"E iF nE

Expected dividend yield HEEtRE X 0% 0% 0%

Annual risk-free interest R F R

rate 0.58% 0.58% 0.60%
The expected volatility is determined by SR A DAY RN
calculating the historical volatility of the price of BUN ETmARMBEERKIEE
listed companies with businesses similar to the oA BRERTIHESIRIETELR

Group. The expected dividend yield is determined AREERANEBREBERETE

by the directors based on the expected future
performance and dividend policy of the Group.
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52

SHARE-BASED PAYMENT 23. RO XIS (E)
TRANSACTIONS (CONTINUED)
Share-option scheme (Continued) BT R (&)
The Binomial Model has been used to estimate BRENAFEDFEA-BEAERX
the fair value of the options. The variables and fhEHEH - st EBRE R FEMRA
assumptions used in computing the fair value MEERBRNERESHRER
of the share options are based on the director’s FoERENEESESE TEER
best estimate. The value of an option varies RO TRZEMAATR
with different variables of certain subjective
assumptions.
During the six months ended 30 June 2020, the HEZZ-_ZFA=THILEARAE
share-based payment expenses of approximately A B’ 24 RS2 89 A R B 700,000
RMB700,000 was charged to condensed TRt AB R G IEE RE M2 W
consolidated statement of profit or loss and other K ©
comprehensive income.
PLEDGE OF ASSETS 24, BEEEF
At 30 June 2020, the Group had pledged or RZZEZZEFA=Z1+H  BRE
discounted the following assets to secure BPAREBERITRERXBE ARR
banking and borrowing facilities and factoring BEF AEBDERITBEUT
loan granted to the Group: BE
30 June 31 December
2020 2019
—E-NF
g +=A
~A=+H =+—H
RMB’000 RMB’000
ARETR ARBEFT
(Unaudited) (Audited)
(REER) (fe&%)
Trade and bills receivables B 5 e WEE K R UK ZE iR 45,217 30,040
Pledged bank deposits BIRERITIER 114,387 81,165
Ownership interests in land and it R IEFFr B RS
building 58,333 59,872
Total st 217,937 171,077
Sprocomm Intelligence Limited Interim Report 2020



25.

FAIR VALUE MEASUREMENT OF 25. BRAFEFABRNERMEEZ
FINANCIAL ASSETS AT FAIR VALUE AFETE
THROUGH PROFIT OR LOSS
The following table provides an analysis of TREH‘RSBIAEZ DM DiER
financial instruments that are measured at fair KEMFAERSEREARZATE
value at the end of each reporting period for FrE - WREBEAEESFAEHEER
recurring measurement, grouped into Level 2 ANHEBRRESEAFE_RA -
based on the degree to which the fair value
is observable in accordance with the Group’s
accounting policy.
As at As at 31
30 June December
2020 2019
—T-NF
g +=A
~A=+H =+—H
RMB’000 RMB’000
ARBTT ARBEFT
Financial assets at FVTPL BRATEFABRN
SRMEE
Structured deposits TR 20,910 285,650

The valuation method for fair value measurement
of structure deposits refers to the price quotation
from the issuing banks.

The directors of the Company consider that
the carrying amounts of other financial assets
and financial liabilities recorded at amortised
cost in the condensed consolidated financial
statements approximate their fair value due to
their immediate or short-term maturities.

There were no transfers between levels of fair
value hierarchy in the current and prior years.

BRUEFERAFEFEERNGE
TR BITIRITHORE -

AAREERE  REHKANE
PR EMBREARZEMBERE
EReBAGBECRAEEREZA
FEAE DR RS REFRE
HFH -

RAFERBEFE AFEER
i 3 R
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54

RELATED PARTY TRANSACTIONS 26. BEARS
Compensation of key management FTEEEAB ZHMHM
personnel
The remuneration of directors of the Company ARAERRHAMERERARR
and other members of key management during REENHFMET :
the year was as follows:
Six months ended 30 June
BERA=THLREA
2020 2019
— —ThE
RMB’000 RMB’000
AR®TT ARETE
Short-term benefits 52 ERE A 1,309 1,006
Post-employment benefits BEBEET 101 202
Share-based payment IR0 = 4+ 193 -
1,603 1,228
LITIGATIONS 27. iR
During the reporting period, there were legal PmERE NEER —REBKB

claims arising from the normal course of
business being lodged against the Group and
no specific claim amount has been specified
in the applications of these claims except as
detailed below. In the opinion of the directors
of the Company and after consulting the legal
professional advice, the ultimate liability under
these claims would not have a material adverse
impact on the financial position or results of the
Group.
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27.

LITIGATIONS (CONTINUED)

0

On 28 November 2018, an independent
factoring company filed a joint lawsuit
(the “Joint Lawsuit”) claim at Beijing First
Intermediate People’s Court (1t ;=

— A RJEBR) for an aggregate
sum of approximately RMB53,781,000
of outstanding factored loan principal
with recourse, interest and related cost
against Shenzhen Sprocomm, a customer
of Shenzhen Sprocomm for which the
factored accounts receivable was due
from (the “First Defendant”) and a number
of other independent third parties, being
other suppliers of the First Defendant with
factoring agreements signed with the
plaintiff (the “Other Defendants”).

Pursuant to a factoring agreement
signed between Shenzhen Sprocomm
and the plaintiff on 22 December 2017,
Shenzhen Sprocomm has assigned its
then outstanding accounts receivables
from the First Defendant, in the amount
of approximately RMB53,200,000
(adjusted to RMB40,000,000 pursuant to
a supplement agreement) to the plaintiff
(as factor) and obtained a factored
loan financing with recourse of RMB
40,000,000. After the transfer of the
accounts receivables to the plaintiff, the
plaintiff owned the right to receive the
outstanding amount of the accounts
receivables from the First Defendant. Other
Defendants who are also suppliers to the
First Defendant also factored certain of
their respective accounts receivables from
the First Defendant with the plaintiff. The
First Defendant failed to settle its then
outstanding accounts payable due to the
plaintiff (which were attributable by the
accounts receivables factored by Shenzhen
Sprocomm and Other Defendants) in an
aggregate sum of RMB53.8 million when
they fell due.
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LITIGATIONS (CONTINUED)

(continued)

On 8 April 2019, Beijing First Intermediate
People’s Court dismissed the Joint Lawsuit
and no appeal on the ruling has been
filed by the plaintiff within the statutory
time limitation and the case was closed.
On 7 May 2019, the plaintiff separately
filed another lawsuit at Beijing Haidian
District People’s Court against Shenzhen
Sprocomm Technology Limited (“Shenzhen
Sprocomm”) and the First Defendant for
the repayment of the outstanding accounts
receivable under the factoring agreement
in the amount of RMB29.2 million (the
“Relevant Sum”) and the relevant interests.

After considering the Relevant Sum and
previous payments from First Defendant
to the Plaintiff, the outstanding liability
of Shenzhen Sprocomm amounted to
RMB17.1 million (which is included in
borrowings in the condensed consolidated
statement of financial position) plus the
relevant interest, legal costs and court fees
of an aggregate of approximately RMB
2.1 million (31 December 2019: RMB1.8
million).

During the six months ended 30 June
2020, the legal proceeding is still in
progress and the directors of the
Company, with reference to legal opinion
obtained and available information,
additional provision of RMB327,000 was
made and recognised in the administrative
expenses in the consolidated statements
of profit or loss and other comprehensive
income and the other payable in the
consolidated statements of financial
position.

As at 30 June 2020, the Group had
provision for litigation of approximately
RMB2.1 million (31 December 2019: 1.8
million) included in other payables in the
condensed consolidated statement of
financial position.
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27.

28.

LITIGATIONS (CONTINUED)

0

(continued)

As at 30 June 2020, aggregate bank
balances of approximately RMB1,723,000
in Shenzhen Sprocomm were being frozen
by banks as the respective banks had
received notice from court with regard to
the litigation claim. Such bank balances
were included in restricted deposits in the
condensed consolidated statement of
financial position (note 18).

Subsequent to the end of the reporting
period on 16 July 2020, another bank
account of Shenzhen Sprocomm with bank
balance of approximately RMB134,000
was also frozen by bank for the litigation
claim.

As at the date of this report, the legal
proceeding is still in progress. The Directors
with reference to the legal opinion obtained
and available information, considered that
the provision has adequately covered
the maximum exposure including of total
claims and legal cost of the case.

CAPITAL COMMITMENT

During the six months ended 30 June 2020, the
Group had established a company of which the
Group has 25% equity interest and agreed to
inject capital of RMB2,500,000. The amount is
not yet paid as at 30 June 2020 and up to the
date of this interim report.
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OTHER INFORMATION

Directors’ and Chief Executive’s Interests

and Short Positions in Shares, Underlying
Shares and Debentures of the Company or any
Associated Corporation

As at 30 June 2020, interests and short positions of
the Directors and chief executive of the Company in the
shares and underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO), which have been notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which were taken or deemed to have
under such provisions of the SFO) or have been entered
in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transaction By Directors of
Listed Issuers (the “Model Code”) are as follows:

Hi & #

EERESTHRAERAATREM
HEEZENRG  HERORES 2%

HmRXA

R-E-TBEXA=1+H EERRET
BABRAAR S EREE®E (F&R#F
H R EEPIEXVED) Rk - AEEIAR D
REHFHEGRIEEHRBEKRHEXV
HETRSHEAME AR T KB LN
EHERAR (REREEFRBEENE
G ERSE ARE 2 RS RAR)
SR AR MR 5B I B S R ) 88 352 IR B 8 A AR
RAGEMNELMOERS AR - RE
B ITAERETESFRSHIZESTE
(M22E<PAI)) BAE AR 7 KB RFTROME
HRKBIAT ¢

Interest in the Company R AT R
Number of Percentage of
Capacity/nature shares/underlying shareholding
Name of Director of interest shares held in the Company
FiERe, RARDH
EEHE 270 1131 HERGHE BRESL
(Note 1) (Approximate)
(MHEE1) (BL49)
Mr. Li Chengjun (Note 2) Founder of a 369,967,204 (L) 37.0%
discretionary trust
FEE K E (T 2) 2REFRAIPA
Mr. Xiong Bin (Note 3) Founder of a 305,032,256 (L) 30.5%
discretionary trust
REM St 4 (MIE3) 2REFAIPA
Mr. Li Hongxing (Note 4) Share option 9,000,000 (L) 0.90%
PR S (MisE4) R
Mr. Guo Qinglin (Note 5) Share option 3,500,000 (L) 0.35%

FBEM LA (FiFES) A
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Notes:
1. The letter “L” denotes long position of the shares.

2. Leap Elite Limited is legally owned as to 100% by Mr. Li
Chengjun for the benefit of the beneficiaries of the family
trust found by himself. Accordingly, Mr. Li Chengjun is
deemed to be interested in the shares held by Leap Elite
Limited pursuant to the SFO.

3. Beyond Innovation Limited is legally owned as to 100%
by Mr. Xiong Bin for the benefit of the beneficiaries of the
family trust found by himself. Accordingly, Mr. Xiong Bin
is deemed to be interested in the shares held by Beyond
Innovation Limited pursuant to the SFO.

4, The personal interest of Mr. Li Hongxing represents the
interest in 9,000,000 underlying shares in respect of the
share options granted by the Company, the details of
which are stated in the section headed “Share option
scheme” below.

5. The personal interest of Mr. Guo Qinglin represents the
interest in 3,500,000 underlying shares in respect of the
share options granted by the Company, the details of
which are stated in the section headed “Share option
scheme” below.

Save as disclosed above, none of the Directors or chief
executive of the Company had registered any interests
or short positions in any shares and underlying shares
in, and debentures of, the Company or any associated
corporations as at 30 June 2020, as recorded in the
register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to Part XV of
the SFO or the Model Code.

Arrangement for Directors to Purchase Shares
or Debentures

Saved as disclosed in this report, at no time during the
six months ended 30 June 2020 were rights to acquire
benefits by means of the acquisition of shares in or
debentures of the Company granted to any Director of the
Company or their respective spouses or minor children,
or were such rights exercised by them, or was the
Company, its holding company or any of its subsidiaries a
party to any arrangements to enable the Directors of the
Company to acquire benefits by means of the acquisition
of shares in, or debt securities (including debentures) of
the Company or any other body corporate.

P
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Substantial Shareholders’ and Others’

Interests and Short Positions in Shares and
Underlying Shares of the Company

So far as is known to the Directors, as at 30 June 2020,
the following corporation/persons (other than the interests
of the Directors or chief executives of the Company as
disclosed above) had interests of 5% or more in the issued
shares which fall to be disclosed to the Company and
the Stock Exchange under the provisions of Divisions 2
and 3 of Part XV of the SFO or as recorded in the register
required to be kept by the Company pursuant to section

336 of the SFO:

Name

=1

Capacity/nature
of interest

B0 EEME

FERRRAMALTREADTRE R
HERGFEANESZR KA

BEEMAN RZT_TFSA=1H"
TIPER AL (EXFBBEZALRE
EHARSTHRABRARIN EEARRF
BETRG P 5% FaE R BRIEE
5 R ERPIEXVER S 2 235 AF Ik X AR
AR R R B R P BR sk R ad AR A AR
BEFRBEKRIEICERAFTENER
iy -

Percentage of

Leap Elite Limited
SEBRERAF

Beyond Innovation Limited

BHBERAF

Ms. Sui Rongmei (Note 2)

FEERg 20t (PRt 2)

Ms. Yan Xue (Note 3)
BE L+ (f53)

JZ Capital Limited (Note 4)
JZ Capital Limited (Fff5E 4)

Mr. Ko Hin Ting, James (Note 4)

SEESLLE (FH5E4)

Ms. Chu Wing Yee, Vaneese

(Note 5)
RekiE L (FIEES5)

Beneficial owner
S A 3L
HEailEm

Beneficial owner

ol At
i

Interest of spouse

[iSRiEYE

Interest of spouse
Fe B &

Beneficial owner
Enn

Interest in a controlled
corporation
REEEER

Interest of spouse

FofB s
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Number of shareholding
shares held in the Company
BR#E REQATFAFEREIE
(Note 1) (Approximate)
(M35E1) (BE49)
369,967,204 (L) 37.0%
305,032,256 (L) 30.5%
369,967,204 (L) 37.0%
305,032,256 (L) 30.5%
75,000,540 (L) 7.5%
75,000,540 (L) 7.5%
75,000,540 (L) 7.5%



Notes:
1. The letter “L” denotes long position of the shares.

2. Ms. Sui Rongmei is the spouse of Mr. Li Chengjun. By
virtue of the SFO, she is deemed to be interested in the
same number of shares held by Mr. Li Chengjun.

3. Ms. Yan Xue is the spouse of Mr. Xiong Bin. By virtue
of the SFO, she is deemed to be interested in the same
number of shares held by Mr. Xiong Bin.

4. JZ Capital Limited is owned as to 99% by Mr. Ko Hin
Ting, James. As such, Mr. Ko Hin Ting, James is deemed
to be interested in the shares held by JZ Capital Limited
pursuant to the SFO.

5. Ms. Chu Wing Yee, Vaneese is the spouse of Mr. Ko Hin
Ting, James. By virtue of the SFO, she is deemed to be
interested in the same number of shares held by Mr. Ko
Hin Ting, James.

Save as disclosed above, as at 30 June 2020, the
Company has not been notified of any other relevant
interests or short positions in the issued share capital
of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO.

Purchase, Sale or Redemption of the
Company’s Listed Securities
Neither the Company nor any of its subsidiaries has

purchased, sold or redeemed any of the Company’s listed
securities for the six months ended 30 June 2020.
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Directors’ and Controlling Shareholders’
Interest in Competing Business

Apart from the Group’s business, none of the Directors,
the Controlling Shareholders (including Mr. Li Chengjun,
Leap Elite Limited, Mr. Xiong Bin and Beyond Innovation
Limited) or any of their respective close associates was
engaged in or had any interest in any business that
competes or may compete with the principal business of
the Group, which would require disclosure under Rule 8.10
of the Listing Rules, or has any other conflict of interest
with the Group during the six months ended 30 June
2020 and up to the date of this report.

Share Option Scheme

The Company conditionally adopted a share option
scheme (the “Share Option Scheme”) on 18 October 2019
(“Adoption Date”), which become effective on the Listing
Date. The purpose of which is to motivate the eligible
participants to optimise their future contributions to the
Group and/or to reward them for their past contributions,
to attract and retain or otherwise maintain on-going
relationships with such participants who are significant to
and/or whose contributions are or will be beneficial to the
performance, growth or success of the Group.

The eligible participants include any full-time or part-
time employees, executives or officers, directors,
advisers, consultants, suppliers, customers and agents
of the Company or any of its subsidiaries; and such
other persons who, in the sole opinion of the Board, will
contribute or have contributed to the Group.

Subject to the terms and conditions of the Share Option
Scheme, the maximum numbers of shares in respect of
which options may be granted under the Share Option
Scheme and any other schemes shall not, in aggregate,
exceed 10% of the shares in issue as at the Listing
Date (i.e. 100,000,000 shares) unless approved by the
shareholders of the Company.
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Unless approved by shareholders of the Company in
general meeting in the manner stipulated in The Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), the maximum entitlement for
each eligible participant (including both exercised and
outstanding options) under the Share Option Scheme or
any other share option schemes of the Company in any
12-month period up to the date of grant shall not exceed
1% of the total number of shares in issue as at the date of
grant.

An option shall be deemed to have been granted and
accepted by the grantee and to have taken effect when
the duplicate offer document constituting acceptance of
the options duly signed by the grantee, together with a
remittance in favour of the Company of HK$1.00 by way
of consideration for the grant thereof, is received by the
Company on or before the relevant acceptance date.

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time after the
date upon which the option is deemed to be granted
and accepted and prior to the expiry of ten years from
that date. The minimum period for which an option must
be held before it can be exercised will be determined by
the Board in its absolute discretion, save that no option
may be exercised more than ten years after it has been
granted.

The exercise price of share option granted under the Share
Option Scheme shall be a price solely determined by the
Board and shall be at least highest of: (a) the closing price
of the shares as stated in the Stock Exchange’s daily
quotation sheet on the date of grant of the option; (b) the
average of the closing prices of the shares as stated in
the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant of
the option; and (c) the nominal value of a share.

Subject to earlier termination by the Company in general
meeting or by the Directors, the Share Option Scheme
shall be valid and effective for a period of ten years from
the Adoption Date.

For further details on the principal terms of the Share
Option Scheme, please refer to the paragraph headed
“Statutory and General Information — Other Information — 1.
Share Option Scheme” in Appendix IV to the Prospectus.
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64

Outstanding options

During the six months ended 30 June 2020, the
Company granted 69,100,000 share options and
no share options were exercised or lapsed. Details
of the Company’s share options from 1 January
2020 to 30 June 2020 are as follows:

Date of Exercise Vesting Exercise
grant price period period

REAE  ARE  BEH &4

() ERITENERE
HE-_Z-_ZTFA=+AHILAEA -
N A) B % 69,100,000 17 B A% 2 -
BMEERERTERAKR - Z T
F—f—HE-Z-ZTFEA=1+H
AR AR FBHI T

Outstanding ~ Number of ~ Numberof ~ Number of Qutstanding
asat share share share asat

1 January options options options 30 June
220  granted  exercised lapsed 2020
RZBI%E R-BZ2%
-A-B BEY B &M AAZTA
HATE BREHE BREUE BREZE HAOR

Category 1: Directors

£h1. 82
Mr. Li Hongxing
FUERE
Tranche 1 14 Aprl 2020 HKS0.51 14 Aprl 2020t0  1July 2021 to
30 June 2021 13 April 2025
-5 “ECEF 051ET —2-%F “Z--F
mA+EA BmAtMAZ +A-RZ
Bk S 4
ARZTH mAt=R
Tranche 2 14 Apil 2020 HKS0.51 14 Aprl 2020t0  1July 200210
30 June 2022 13 April 2025
£28 “E-FE 0513 -E-RERM -EoCf
mA+EA AtmAZ tA-RZE
kSt 3 kS 13
~RZTH mAt=R
Tranche 3 14 Al 2020 HKS0.51 14 Aprl2020t0  1July 20230
30June2023 13 Apr 2025
=8 “EC5F 0518 —E-EF b Sl
mA+EA MAtMEZ +A-RZ
“3-ZF ZBoRf
mAt=A
Subtotal
U5
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- 2,700,000 - - 2,700,000
- 2,700,000 - - 2,700,000
- 3,600,000 - - 3,600,000
- 9,000,000 - - 9,000,000




Outstanding ~ Number of ~ Numberof ~ Number of Outstanding
asat share share share asat
Date of Exercise Vesting Exercise 1 January options options options 30 June
grant price  period period 2020  granted  exercised lapsed 2020
RZ%-%F R=%-%%
-A-H BREY Bfif B&% #~B=TH
REEH  RE BRE fit:d: HATE BREHE BREHE BREHE  HAOR
Mr. Guo Qinglin
DEREE
Tranche 1 14Api 2000 HKS0.51 14 Apil 2020t0 1 July 2021 to 1,050,000 - - 1,050,000
30June 2021 13 April 2025
-8 CECTE 05T -E-EE CEo-F
mA+EA mAtMEE +tA-RZ
“Eo-Fx ZECRE
A=tH mA+=A
Tranche 2 14Api2000  HKS0.51 14 Apil 2020t0 1 July 202210 - 1,050,000 - - 1,050,000
30June2022 13 April 2025
28 S 05tET ZEIEE b S
mA+EA BAtMAZ +A-RZ
kSt 3 k- Sa 13
~A=tH mA+=H
Tranche 3 14 Api 2000 HKS0.51 14 Apil 2020t0 1 July 202310 - 1,400,000 - - 1400000
30June2023 13 April 2025
s 0518T —E-TE CECZE
mAtMEE +tA-RZ
“FzZF CZICEf
n mA+=A
Subtotal - 3,500,000 - - 3,500,000
Aot
Category 2: Employees
ERl2: B8
Tranche 1 14 Api 2000 HKS0.51 14 Apil 2020t0 1 July 2021 to 16,980,000 - - 16,980,000
30June 2021 13 April 2025
-4 05181 —E-TF  CEC-E
MAtMAE  tR-HEZ
“Ro-F CEoEE
~AZTH mAt=A
Tranche 2 14 Api 2000 HKS0.51 14 Apil 2020t0 1 July 202210 - 16,980,000 - - 16,980,000
30June2022 13 Aprl 2025
E ZECRE 051ET Z3-%F TR0
EHWE BAtMAZ +A-RZ
it Salat:3 S 2
~AZTE BA+=H
Tranche 3 14 Api 2000 HKS0.51 14 Apil 2020t0 1 July 202310 - 22,640,000 - - 2640000
30June2023 13 Aprl 2025
=5 “ToFE 05T -3-FF CEoCE
MmA+HA mAtMAE  tR-HEZ
“EoEE “E-1f
~AZTH mAt=A
Subtotal - 56,600,000 - - 56,600,000
It
Total - 69,100,000 - - 69,100,000
h
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(i) Valuation of share options I BRENGE

(1) The following significant assumptions were (1) ZEREZATENERZ-E
used to derive the fair value using the AMEETBEEN  UEATI
Binomial Options pricing model of the share FTERBZBE
options:

Tranche 1 Tranche 2 Tranche 3

£ g =1

Date of grant 14 April 2020 14 April 2020 14 April 2020

EHBH —E-TF —E-TF —E-FF

mA+mA mA+mA MA+mEA

Fair value at grant date HK$0.211 HK$0.220 HK$0.227

REHEBAFE 0.211787T 02203 7T 0.227 % 7T

Share price HK$0.51 HK$0.51 HK$0.51

iz 8 0.51 87T 0514 7T 0517

Exercise price HK$0.51 HK$0.51 HK$0.51

(B 05187T 05187 0.5187T

Expected volatility 53.00% 53.00% 53.00%

LA 53.00% 53.00% 53.00%

Expected life 5 years 5 years 5 years

TEETFH LS 5% 5%

Exercise period 1Jduly2021to  1July2022to 1 July 2023 to

13 April 2025 13 April 2025 13 April 2025

Rcd —E-—F —T-= —T-=F

+tA—RA=E +tA—AZE +tA—A=

—T-hHF —E-RF —E-HF

MmA+=A MmA+=H MA+=H

Risk-free rate 0.58% 0.58% 0.60%
ERREE

Expected dividend yield - - -
BEREE

(2)  Expected volatility was determined by 2 FEFEBBNEBFEHEALH
calculating the historical volatility of the price EBHAUMETATMNBEE
of listed companies with businesses similar BKIEETE -BAREXTIH
to the Group. The expected dividend yield EERBERARRRARLE
is determined by the directors based on the ERESBRETE -

expected future performance and dividend
policy of the Group.

(38)  The Group recognised the share-based @B A& @E?ﬁ$ ﬁ?ﬂu”jzggﬂx
payment expenses of RMBO.7 million for the BRBE-_T-_ZTF~A=1+
six months ended 30 June 2020 (2019: nil) B IERE B RN X5 X
in relation to share options granted by the ARBOTEEL(ZE—NEF:
Company. Z) -
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Review of Interim Financial Statements

The unaudited interim results for the six months ended
30 June 2020 have been reviewed in accordance with
Hong Kong Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants, by the
Company’s auditor, whose independent review report
is included in this interim report. The Company’s interim
results for the six months ended 30 June 2020 have also
been reviewed by the Audit Committee and the Audit
Committee have also discussed the related financial
matters with the Board.

Model Code for Directors’ Securities
Transactions

The Company has adopted the Model Code set out in
Appendix 10 to the Listing Rules as its code of conduct
regarding directors’ securities transactions. All Directors
of the Company have confirmed that, following specific
enquiry by the Company, they have complied with the
required standard set out in the Model Code for the Listing
Date up to the date of the report.

Corporate Governance

The Company has adopted a set of corporate governance
practices which aligns with the code provisions of the
Corporate Governance Code (the “CG Code”) as set
out in Appendix 14 of the Listing Rules since the Listing
Date. Except for code provision A.2.1, the Company has
complied with the code provisions set out in the CG Code
for the six months ended 30 June 2020.

Code provision A.2.1 of the CG Code states that the roles
of chairman and chief executive should be separate and
should not be performed by the same individual. Under
the current organisation structure of the Company, Mr.
Li Chengjun is the Group’s chief executive officer, and he
also performs as the chairman of the Board as he has
considerable experience in the mobile communication
industry. The Board believes that vesting the roles of both
the chairman of our Board and the chief executive officer
in the same person has the benefit of ensuring consistent
leadership within the Group and enables more effective
and efficient overall strategic planning of the Group.

EMP B EREK
RARZEMEBRBESSHAASER
MEBSEMIERAERNE 24109 [ A FE L
ZHMEMNTRMBAR I NREHES
—E-TEXNA=ZTHIEAEANKREE
HHRHEEETER - ARREE=ZS =
TEXNAZTRAIEANEANTEHELAND
KEZZEGEY BERLZEQCHRE
EgmARMEER -

EXETRESXINEETR

AR B ETR AN+ P 2 1R
SR EREERESETESRRS 21T
BT BARBMEHARENRE  MA
ARRIEFEREEE LT ARLEEAR
SR -BEETRETRIMESRZRELD

TEER

AETRE ARRERAN—ELEER
B e EMRBIM ST mATE s b
EaTR (TREERTR]) 5P RMES -
BFRE XA G ARRIREZE
T -TFEXRNAZ+THILEAEABESD
¥ EESFRIFTHE R ST RIS ©

EERTAEXEA21ETE  £E
HBOOBAEMNACKETESD  TEAR—
AFAT o IRIEAD A H TR - &
BhEAEARNEETHERRZESTSERF
BREBBETEREAELR -E2T
e BR—ABTEZES T EMTRA
HMAae BIRBRASERNLEEE
B8 UAAEERHRFEEAEEUN
A RN B o
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Although Mr. Li Chengjun performs both the roles of
chairman of the board and chief executive officer, the
division of responsibilities between the chairman of the
board and chief executive officer is clearly established.
In general, the chairman of the board is responsible for
supervising the functions and performance of the Board,
while the chief executive officer is responsible for the
management of the Group’s businesses. The two roles
are performed by Mr. Li Chengjun distinctly. Further, the
current structure does not impair the balance of power
and authority between the Board and management of the
Company given the appropriate delegation of the power of
the Board and the effective functions of the independent
non-executive Directors.

Public Float

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, the
Company has maintained a public float of no less than
25% of the issued shares from the Listing Date up to the
date of this report.

Event After the Reporting Period

No significant events affecting the Group have occurred
after the reporting period.

Publication

This interim report is published on the websites of the
Stock Exchange (www.hkexnews.hk) and the Company
(www.sprocomm.com) respectively.

By order of the Board
Sprocomm Intelligence Limited
Mr. Li Chengjun
Chairman

Hong Kong, 25 August 2020
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