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Q Technology (Group) Company Limited (the “Company”,
together with its subsidiaries, the “Group”) is a leading camera
and fingerprint recognition module manufacturer in the People’s
Republic of China (the “PRC”). The Group is primarily engaged in
the design, research and development, manufacture and sales of
camera modules and fingerprint recognition modules with focus on
mid-to-high end camera and fingerprint recognition module market
for Chinese branded smart phone and tablet PC manufacturers.
The Group is one of the first few manufacturers in the PRC to
use chip on board (“COB”) and chip on flex (“COF”) assembly
technologies in the manufacture of camera modules, as well as
to produce ultra-thin camera modules with resolution of 16 mega
pixels and above, dual camera modules and fingerprint recognition
modules with various technologies on a mass production scale.
Currently, the Group’s product mix covers camera modules
ranging from 3 mega pixels to 24 mega pixels, dual camera
modules, fingerprint recognition modules and outdoor sports
camera modules. The Group is dedicated to become a technology
company providing machine vision and human vision to mobile
terminals through continuously building up capabilities of optics,
computing vision and deep learning.
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Management Discussion and Analysis

IR BET 4T

Business Review

Looking back into the six months ended 30 June 2017 (the
“Period”), the global economic development grew steadily, while
several indicators issued by the PRC government also reflected
the stable growth in China’s economic development with social
consumption demand and purchasing power both improving.
After many years of development and competition among China’s
smartphone brands, on one hand, the branded market continued
to be increasingly concentrated, while on the other hand, leading
brands of China’s smartphone brands received higher recognition
from customers on product reputation and cost/price performance
through continuous product innovation and appropriate marketing
measures. Thus, the market share of various leading brands
increased significantly and thereby the supply chain of China’s
smartphone brands also achieved a stable development. In 2016,
the Group entered into the fingerprint recognition modules market
successfully, which enabled the Group’s business development
stepped into a new stage of “dual-wheel driver” for camera
modules and fingerprint recognition modules. During the Period,
the strategic focus of camera modules business of the Group
was to improve the quality of growth of camera modules and, on
the basis of continuous and solid growth in the sales volume of
camera modules, successfully achieved significant improvement in
the camera modules product structure. Meanwhile, the strategic
focus of the fingerprint recognition module business of the Group
was to grasp more market share and to significantly increase
shipment volume, the rapid growth in shipment achieved fully
demonstrated the Group’s strong competitiveness in the intense
competitive market. The “dual-wheel driver” high speed turnover
enabled the Group to achieve a rapid growth in business during
the Period.
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Management Discussion and Analysis

During the Period under review, with the trust and support of our
core customers and the relentless efforts of all our employees,
both the sales volume and sales income of the Group increased
rapidly, among which, the sales volume of camera modules
reached approximately 83.19 million units, representing an
increase of approximately 12.3% as compared with approximately
74.08 million units of the Corresponding Period and a period-
on-period decrease of approximately 19.5% as compared with
approximately 103.32 million units in the second half of last year,
while the sales volume of fingerprint recognition modules reached
approximately 34.32 million units, representing an increase of
approximately 2,360.3% as compared with the Corresponding
Period and a period-on-period increase of approximately 75.6%
as compared with the second half of last year. Total sales
volume of camera modules and fingerprint recognition modules
reached approximately 117.51 million units, representing a
growth of approximately 55.7% as compared with approximately
75.48 million units of the Corresponding Period and a period-
on-period decrease of approximately 4.4% as compared with
approximately 122.86 million units in the second half of last
year. The sales income of the Group amounted to approximately
RMB3,604,998,000, representing an increase of approximately
108.7% as compared with approximately RMB1,727,031,000
of the Corresponding Period, and a growth of approximately
10.4% as compared with approximately RMB3,264,127,000 in
the second half of last year. The year-on-year growth of sales
income was higher than its sales volume due to the obvious
improvement achieved in the pixel structure of camera modules
and the increase in proportion of dual camera modules, whereby
the consolidated average unit selling price of the Group’s products
reached approximately RMB30.7, representing an increase of
approximately 34.1% as compared with approximately RMB22.9
of the Corresponding Period, and a period-on-period growth
of approximately 15.4% as compared with the consolidated
average unit selling price of approximately RMB26.6 in the
second half of last year. Among which, the average unit selling
price of camera modules reached approximately RMB30.9,
representing an increase of approximately 35.5% as compared
with approximately RMB22.8 of the Corresponding Period, and
the average unit selling price of fingerprint recognition modules
reached approximately RMB30.1, representing a growth of
approximately 1.3% as compared with approximately RMB29.7 of
the Corresponding Period.
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Management Discussion and Analysis

IR BET 4T

During the Period, gross profit margin of the Group was
approximately 12.1%, representing an increase of approximately
2.8 percentage points as compared with approximately 9.3% of
the Corresponding Period and an increase of approximately 4.1
percentage points as compared with approximately 8.0% in the
second half of last year. The increase in gross profit margin was
mainly attributable to the following factors: (i) the year-on-year
decrease in percentage of integrated material costs to revenue of
approximately 1.9 percentage points due to the combined impact
of the increase in average unit selling price which exceeded the
increase in average unit purchasing price and the appreciation
in exchange rates of RMB against US dollar; (i) the obvious
improvement in the pixel structure of camera modules and the
increase in proportion of dual camera modules which pushed
up the added value of products; (iii) the scale effect due to the
increase in revenue resulting in a decrease in manufacturing labour
rate, manufacturing depreciation rate and other production costs,
which in turn led to a year-on-year increase of approximately 0.9
percentage points in gross profit margin.

During the Period, the Group has proactively responded to
the market demand for high pixel products in developing the
mid-to-high end camera modules with resolutions of 13 mega
pixels and higher. The sales volume of products with 13 mega
pixels and higher has significantly increased by approximately
249.1% to approximately 36.17 million units as compared with
approximately 10.36 million units during the Corresponding Period,
the sales volume of which accounted for approximately 43.5%
of the Group’s sales volume of camera modules for the Period
(the Corresponding Period: approximately 14%), the revenue
achieved which accounted for approximately 67.8% of the Group’s
revenue of camera modules for the Period (the Corresponding
Period: approximately 25.5%), whilst the total revenue of which
accounted for approximately 48.4% of the Group’s total revenue
for the Period (the Corresponding Period: approximately 24.9%).
The sales volume of fingerprint recognition modules amounted
to approximately 34.32 million units, which accounted for
approximately 29.2% of the Group’s total sales volume for the
Period (the Corresponding Period: approximately 1.8%), whilst the
revenue accounted for approximately 28.6% of the Group’s total
revenue for the Period (the Corresponding Period: approximately
2.4%). The significant increase in the sales volume of mid-to-high
end camera modules with resolutions of 13 mega pixels and higher
had demonstrated the market recognition of the Group’s high-
end products, which allowed the Group to be more competitive
in the high pixels products segment and laid a good foundation
for further increasing the shipment volume of camera modules
with resolutions of 13 mega pixels and higher as well as the dual
camera modules in future.
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Management Discussion and Analysis

During the Period, the Group continued to place great emphasis
on maintaining and expanding its domestic and overseas customer
base. On the basis of sustaining the close co-operative relationship
with its primary core customers, the Group successfully
established a direct co-operative relationship with Huawei for its
camera modules business, which demonstrated the Group’s good
customer relationship management and sales capabilities as well
as the increasing recognition from the leading enterprises of China
mobile brands of the Group’s comprehensive competitiveness. Not
only had this further optimized the customer base of the Group
but also laid a good foundation for the subsequent business
development for camera modules.

During the Period, the Group continued to input resources
and strengthened its efforts in improving product design and
manufacturing capabilities, enhanced production efficiency to
develop better products and satisfied the ever-changing demand
of customers. Among which, the Group strived to advance the
technology of miniaturized packaging for new molding, which will
gradually put into production this year. The Group also introduced
the active alignment (AA) free process for single and dual camera
modules with high pixels to save production time and cost through
controlling materials and precise processing. On the other hand,
the Group continued to strengthen the research and development
(“R&D”) of advanced technologies for dual camera modules, high-
end camera modules with resolutions of 16 mega pixels and
higher, especially on wide aperture and wide angle functions.
Currently, the Group possesses the ability to mass-produce the
1.7 aperture products. In addition, the Group is focusing on the
relevant technologies of 3D modules, especially the relevant
technologies of 3D structure light modules, in order to meet the
continuous demand of high-end products from our customers.

The directors of the Company (the “Directors”) believe that, despite
the global macro-economic environment may still fluctuate, the
demand of high-end image products from customers still has
room for growth. Despite the intensified fierce market competition,
the Group’s efforts in the optimisation of product structure,
expansion of customer base, and improvement in the R&D of new
products functions, are expected to gradually pay off and lay a
good foundation for its operation and development in future.

LR R i)

RAEARE > NEBEEE s 58 R IME
EEPMARENR ERFTHRA
BROBEFPHNETAFBENERL X
DEESEY TRERARAEBNER
BEEE BRTAKERINERP#
BHZHEEN FERRTAKENGES
GRERONLEESITEFHREALD
¥NEZRA TESAEEANEF&

BENESEL MER/KREREAR
HNEBEREERTER-

RAEE  NREBFERBTEIR - AT
EUANEEmMRTMNEETENRE
RALSERE LHABEERMNER-
MEREFHNAENTZ K -HEd A&H
22 ) 3 3 VR B H 2 (Molding ) /NEY
LRI BEERAFERE A
FEREMBNMBEHENRIE SIAS
EE3 ﬁ@%ﬂ%%@ﬁ@@mﬁiﬁ
RENAATE - 85 EERBFMACA -
—FH ASEEEENREEREKE
*:F/\EF%_{%%&MLIE‘E@T %‘Hﬁf‘ﬁL
Ereoafss ([#f3]) - LHEEHE KK
B - AEASFHHE BRCLAEH1.7TX
BEMMEER MIN NEBEFEE
HEESDIE A M BRI - L EZ3D&EH
KEAMEBEEN AE D REAEER
BREFYHSMEMMNFTER K-

ARARESF([EF))HBERE BE2KE
EEZ%/;’_’EE&%'{D?)‘\—J ﬁi/&/gﬁ 1E|/ﬁ;§’;
%ﬁmﬁl%é%%ﬁ*%%ﬁ%gH
BEREER BREMEBHFARMAR BXE
EESHEENEREEELL BFE
MIhE MEMNERENRS HEERE
ENMGHER YEEARRKNELER
BE R R ER

D

EshR% (S£M) BRA F 20174 Bigs 9




Management Discussion and Analysis

IR BET 4T

Prospects

In general, the second half of the year is the traditional peak
season for the smartphone industry, therefore, the Group
continues to maintain the target guidance on the sales volume
for camera modules, fingerprint recognition modules and the
proportion of camera modules with 13 mega pixels and higher
stipulated at the beginning of the year, and will endeavor to do
so. However, the Directors are also well aware that the second
half of 2017 will be full of challenges with opportunities also go
alongside. On one hand, overseas mobile phone brands will
endeavor to scramble back the lost market share, whereas the
impact of new products that will be launched by those brands
on China’s brand smartphone manufacturers is unpredictable
and our existing customers may be unable to continue to record
its growth rate as in the past, which will affect our sales growth
as a result. On the other hand, the pace of global smartphone
market growth tends to be gentle and may not be improved in
the short run, gross profit margin may be constrained by the
intense competition in the industry. The exchange rates of RMB
against US dollar may change from appreciation to depreciation
and thus affect profit growth. Nevertheless, the Directors believe
that the Internet of Things driven by artificial intelligence (Al) is a
relative definite trend. The image system will be the most important
interface for information interaction of the Internet of Things, which
will drive the growth in demand of camera modules, and the dual/
multi camera is expected to be applied widely for intelligent mobile
communication terminals such as mobile phones, in which it will
improve the added value of camera modules and facilitate the
effective growth of camera modules market size. On the other
hand, intelligent mobile communication terminals such as mobile
phones are becoming important personal data storage and mobile
payment instruments for end-consumers. With the increasing
demand for higher security, the demand for biological recognition
modules such as fingerprint recognition modules, 3D recognition
modules, iris recognition modules continuously increase, of which
fingerprint recognition modules may become standard accessories
of smartphones and benefit the Group in maintaining the rapid
development of our relevant businesses. As opportunities co-
exist with challenges, the Group will continue to enhance the
R&D of new products and their functionality, fully promote the
miniaturized technology development of molding, actively prepare
manufacturing technique capabilities of 3D recognition modules,
actively carry out customer relationship marketing and gradually
expand the production capacity of camera modules to not less
than 30 million units per month and fingerprint recognition modules
to not less than 17 million units per month by the end of this year,
and endeavor to enhance the Group’s core competitiveness.
The Directors are confident to lead the Group to embrace the
challenges, seize new development opportunities and make further
efforts to achieve good development and strive to create greater
value for the shareholders of the Company (the “Shareholders”).
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Management Discussion and Analysis

Financial Review

Revenue

For the six months ended 30 June 2017, the revenue of the
Group was approximately RMB3,604,998,000, representing
an increase of approximately 108.7% as compared with
approximately RMB1,727,031,000 of the Corresponding Period.
The increase in revenue was mainly attributable to (i) the sales
volume of camera modules amounted to approximately 83.19
million units, representing an increase of approximately 12.3% as
compared with the Corresponding Period; (i) the sales volume
of fingerprint recognition modules amounted to approximately
34.32 million units, representing an increase of approximately
23.6 times as compared with approximately 1.4 million units
of the Corresponding Period; and (i) the consolidated average
unit selling price of fingerprint recognition modules and camera
modules amounted to approximately RMB30.7, representing an
increase of approximately 34.1% as compared with approximately
RMB22.9 of the Corresponding Period.

Cost of sales

For the six months ended 30 June 2017, the cost of sales of
the Group was approximately RMB3,170,570,000, representing
an increase of approximately 102.5% as compared with
approximately RMB1,565,666,000 of the Corresponding Period.
The increase in the cost of sales was primarily attributable to
the increase in sales volume and sales size and resulted in that
(i) total investments in raw materials increased by approximately
103.9% to approximately RMB2,868,842,000 as compared
with the Corresponding Period; (i) labour cost increased by
approximately 83.5% to approximately RMB136,963,000 as
compared with the Corresponding Period due to an increase in the
salaries arising from an increase in the total number of employees,
contracted staff and interns of the Group; (iii) depreciation
cost from production base and equipment being invested for
expanding the production capacity increased by approximately
110.4% to approximately RMB46,395,000 as compared with the
Corresponding Period; (iv) sub-contracting charges increased
by approximately 108.3% to approximately RMB63,228,000 as
compared with the Corresponding Period due to the increase in
production capacity of the Company.
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Gross profit and gross profit margin

For the six months ended 30 June 2017, the gross profit of the
Group was approximately RMB434,428,000 (the Corresponding
Period: approximately RMB161,365,000), representing an increase
of approximately 169.2% as compared with the Corresponding
Period, while the gross profit margin was approximately 12.1% (the
Corresponding Period: approximately 9.3%). The increase in gross
profit margin was mainly attributable to the following factors: (i)
the year-on-year decrease in percentage of costs of raw materials
to revenue of approximately 1.9 percentage points due to the
combined impact of the increase in average unit selling price of the
products which exceeded the increase in average unit purchasing
price of raw materials and the appreciation in exchange rates of
RMB against US dollar; (ii) the obvious improvement in the pixel
structure of camera modules and the increase in proportion of dual
camera modules which pushed up the added value of products;
(iii) the scale effect due to the increase in revenue resulting in a
decrease in manufacturing labour rate and other production costs,
which in turn led to a year-on-year increase of approximately 0.9
percentage points in gross profit margin.

Other income

For the six months ended 30 June 2017, other income of the
Group was approximately RMB7,797,000, representing an
increase of approximately 29.7% as compared with approximately
RMB6,014,000 of the Corresponding Period. The increase
in other income was primarily due to: (i) interest income from
the bank deposits of the Group increased from approximately
RMB3,461,000 for the six months ended 30 June 2016 to
approximately RMB4,716,000 for the six months ended 30 June
2017; and (ii) the recognised government grants of the Group
increased from approximately RMB2,262,000 for the six months
ended 30 June 2016 to approximately RMB3,026,000 for the six
months ended 30 June 2017.
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Management Discussion and Analysis

Other net loss

For the six months ended 30 June 2017, the Group recorded
other net loss of approximately RMB18,769,000, while other net
loss of approximately RMB8,061,000 was recorded for the six
months ended 30 June 2016. Such other net loss was primarily
attributable to: (i) net exchange gain recorded of approximately
RMB14,847,000 due to the appreciation in exchange rates of
RMB against US dollar during the Period; (ii) the net realised and
unrealised loss on foreign currency option contracts amounted to
approximately RMB16,069,000; and (iii) the estimated fair value
loss of foreign currency forward contracts was approximately
RMB17,185,000.

Selling and distribution expenses

For the six months ended 30 June 2017, the selling and
distribution expenses of the Group amounted to approximately
RMB6,508,000, representing an increase of approximately
RMB3,052,000 as compared with approximately RMB3,456,000 of
the Corresponding Period. The increase in selling and distribution
expenses was mainly attributed to the increase of sales staff’s total
salaries as a result of the expansion in the sales scale and increase
in number of staff, and increase in entertainment expenses due to
the selling activities during the Period. However, the ratio of selling
and distribution expenses was at similar level of approximately
0.2% for the Corresponding Period.

Administrative and other operating expenses

For the six months ended 30 June 2017, total administrative
and other operating expenses of the Group increased from
approximately RMB12,316,000 of the Corresponding Period
to approximately RMB50,552,000, representing an increase of
approximately 310.5%. The increase in administrative and other
operating expenses was mainly attributable to: (i) an impairment
loss of RMB26,913,000 was recognised related to certain
customers whose balances were overdue and were individually
determined to be impaired, while there was no such provision
made during the Corresponding Period; and (i) due to business
expansion during the Period, staff costs and other administrative
expenses increased accordingly. Excluding the impact of
impairment loss, the administrative and other operating expenses
accounted for approximately 0.7% of the revenue for both the
Period and the Corresponding Period.
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R&D expenses

For the six months ended 30 June 2017, total R&D expenses
of the Group amounted to approximately RMB122,555,000,
representing an increase of approximately 135.4% as compared
with approximately RMB52,060,000 of the Corresponding
Period. The increase in R&D expenses for the Period was mainly
attributable to the Group’s continuous investments in the R&D of
new products, new functionality and new production techniques,
so as to allow the Group to develop camera modules products
with higher pixels, dual camera modules products with different
functions and applications, thinner camera modules products with
optical image stabilisation, camera modules products with broader
wide-angle and aperture functions, more miniature fingerprint
recognition modules products with higher definition and iris
recognition modules products, as well as to optimise and enhance
the standards of production automation.

Finance costs

The finance costs of the Group increased by approximately
209.2% from approximately RMB1,398,000 for the six months
ended 30 June 2016 to approximately RMB4,323,000 for the
six months ended 30 June 2017, which was primarily due to
the combined effect of the year-on-year increase in the Group’s
daily average balance of bank borrowings as compared with the
Corresponding Period and the increase in interest rate of USD
borrowings.

Income tax expenses

The income tax expenses of the Group increased from
approximately RMB7,894,000 for the six months ended 30 June
2016 to approximately RMB37,734,000 for the six months ended
30 June 2017, which was mainly attributable to increase in
revenue and gross profit margin that resulted in significant increase
in net profit amount during the Period. The income tax rate for
the Period was approximately 15.8%, representing an increase of
7.0 percentage points as compared with approximately 8.8% of
the Corresponding Period. The increase in income tax rate was
mainly due to: () provision of PRC dividend withholding tax of
approximately RMB4,261,000 was provided for during the Period,
while no such provision was made during the Corresponding
Period; and (i) Hong Kong profits tax refund of approximately
RMB2,107,000 was received by Kunshan QT Hong Kong during
the Corresponding Period, while there was no such refund during
the Period.
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Management Discussion and Analysis

Profit for the Period

Based on the foregoing, the profit of the Group for the six
months ended 30 June 2017 amounted to approximately
RMB201,784,000 (the Corresponding Period: RMB82,194,000),
representing an increase of approximately 145.5% as compared
with the Corresponding Period.

LIQUIDITY AND FINANCIAL RESOURCES

Bank borrowings

As at 30 June 2017, the Group’s bank borrowings amounted
to approximately RMB112,245,000, representing a decrease of
approximately 66.5% from approximately RMB335,432,000 as at
31 December 2016. The maturities of all of those bank borrowings
are less than 1 year.

As at 30 June 2017, the Group’s bank borrowings were
denominated in RMB and USD.

For the six months ended 30 June 2017 and 2016, the overview of
the Group’s cash flow was set out as follows:
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As of 30 June 2017, cash and cash equivalents of the Group
amounted to approximately RMB225,505,000, representing an
increase of approximately RMB160,600,000 from approximately
RMB64,905,000 as at 31 December 2016. The increase in cash
and cash equivalents was mainly due to the net cash inflow in
operating activities.
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IR BET 4T

Operating activities

For the six months ended 30 June 2017, the Group’s net
cash inflow of operating activities amounted to approximately
RMB1,226,683,000. The Group’s cash flow recorded a net inflow
from its operating activities, which was primarily attributed to: (i)
the decrease in turnover days of receivables during the Period
as compared with the Corresponding Period, while there was an
increase in turnover days of payables; and (ii) the increase in gross
profit margin of the Group during the Period.

Investing activities

The net cash outflow used in the investing activities of the Group
during the Period amounted to approximately RMB606,246,000,
which was mainly due to: (i) the expenses for plant expansion
in the amount of approximately RMB250,551,000; and (ii)
the purchase of other financial assets was approximately
RMB445,510,000.

Financing activities

The net cash outflow used in the financing activities of the Group
during the Period amounted to approximately RMB459,024,000,
which was mainly due to: (i) the cash for repayment of bank
borrowings of approximately RMB499,285,000; and (ii) the
payment of dividend of approximately RMB37,145,000.

Gearing ratio

The gearing ratio as at 30 June 2017, which is defined by bank
borrowings divided by total equity at the end of the Period, was
approximately 6.5%, representing a decrease of approximately
5.1 percentage points from 11.6% as at 30 June 2016, and
representing a decrease of approximately 14.9 percentage points
from approximately 21.4% as at 31 December 2016.
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Management Discussion and Analysis

Treasury policies

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

MATERIAL ACQUISITION AND DISPOSAL

The Group did not have any material acquisitions or disposals of
its subsidiaries, associates and joint ventures for the six months
ended 30 June 2017.

SIGNIFICANT INVESTMENT

The Group did not hold any significant investment during the six
months ended 30 June 2017.
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FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

On 22 February 2017, the Company entered into a Letter of Intent
(the “Letter of Intent”) with Newmax Technology Co., Ltd. (e}
RIHBER AR (“Newmax Technology”), a company listed on the
Taipei Exchange (stock code: 3630), in relation to the Company’s
intention to the conditional participation in the possible private
placement of Newmax Technology. The details of the Letter of
Intent were disclosed in the announcement of the Company dated
22 February 2017.

Subsequently, the Company entered into the Share Subscription
Agreement (the “Subscription Agreement”) with Newmax
Technology on 18 March 2017, the details of which were disclosed
in the announcement of the Company dated 19 March 2017.

Save as disclosed in the aforesaid announcements, the Group had
not entered into any legally binding agreements or arrangements
with respect to any investment opportunities as of 30 June 2017.

CONTINGENT LIABILITIES

As at 30 June 2017, the Group did not have any contingent
liabilities.

PLEDGE OF ASSETS

As at 30 June 2017, the assets pledged by the Group included
bank deposits, bills receivable and other financial assets of
approximately RMB171,604,000, which were pledged as security
for bank borrowings, bills payable and letter of guarantee.
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Management Discussion and Analysis

EMPLOYEE POLICIES AND REMUNERATION

As at 30 June 2017, the Group had a total of 2,682 employees (30
June 2016: 1,802) (excluding staff under labor service agreements
and internship agreements). The Group is committed to providing
all staff with fair working and living environment, providing
newly recruited staff with induction training and job technical
counseling to help them to adapt to job requirements quickly,
providing all staff with clear job responsibilities guidelines and for
employees at different positions with on-the-job training together
with other training programmes to help improving their skills
and knowledge, and strived to provide all staff with competitive
remuneration packages. For the six months ended 30 June 2017,
the remuneration of the employees (including staff under labor
service agreements and internship agreements) of the Group
was approximately RMB178,626,000 (six months ended 30 June
2016: approximately RMB97,470,000). Apart from basic salary, the
package also includes performance bonus, medical insurance and
provident fund (staff under labor service agreements and internship
agreements are treated according to the laws and regulations of
the PRC). Meanwhile, the Group has accepted the applications
from 42 staff to exercise their options and issued a total of
183,826,000 ordinary shares during the Period pursuant to the pre-
IPO share option scheme and a share option scheme adopted on
13 November 2014 (please see the disclosures in sections D1 and
D2 headed “Share Option Scheme” and “Pre-IPO Share Option
Scheme” of Appendix IV “Statutory and General Information”
of the Prospectus respectively for details), the exercise price
was RMBO0.40 per share and total consideration received was
approximately RMB5,530,000, which assured the stability of
the core management and technical personnel. In addition,
subsequent to the Group granting the 39,425,000 share options
in total to 165 staff (including two Executive Directors, Mr. Wang
Jiangiang and Mr. Hu Sanmu) on 26 October 2016 in accordance
with the share option scheme adopted by the Company on 13
November 2014 in which the exercise price of the share options
was HK$4.13 per share (please refer to the announcement of the
Company dated 26 October 2016 on Hong Kong Stock Exchange
for details), on 9 June 2017, the Group granted 8,083,000 share
options in total to 48 staff (none of the grantees are Directors,
chief executive or substantial shareholders of the Company or any
of their respective associates) with the exercise price of HK$6.22
per Share, and the grantees may apply to exercise the share
options by phases in the future upon fulfilling certain conditions
(please refer to the announcement of the Company dated 9 June
2017 on Hong Kong Stock Exchange for details). In respect of the
compliance in the labor and social security aspect, there was no
material non-compliance act occurred in the Group.
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FOREIGN EXCHANGE EXPOSURE

The Group is exposed to currency risk primarily through bank
borrowings, product sales and purchase of raw materials which
give rise to receivables, payables, cash balances and loans
that are denominated in foreign currencies other than RMB.
The currencies that give rise to our currency risk are primarily
generated from the exchange or translation of USD and Hong
Kong Dollars into RMB. During the Period, the Group recorded
an exchange gain of approximately RMB14,847,000 as the sales
income of the Group was still mainly settled in RMB but various
raw materials for production were purchased from overseas and
settled in USD, and appreciated approximately 2.3% in the RMB
against USD exchange rate for the Period. However, the realized
and unrealized loss on foreign currency option contracts amounted
to approximately RMB16,069,000, and the fair value loss on
foreign currency forward contracts amounted to approximately
RMB17,185,000. As affected by multiple factors such as politics,
economic, and supply and demand, the trend of RMB against USD
in the future is still subject to great uncertainties, and it is difficult
to change the business mode of the Company that sales income
was mainly settled in RMB and a large volume of raw materials
are required to be settled in USD in a short run, as such, the
control task of the Company’s currency risks remains heavy. The
Company will, on one hand, strive to strengthen the expansion
of overseas business continuously to increase USD income;
on the other hand, coordinate actively with suppliers receiving
settlement in USD to seek the consent of certain suppliers to
purchase domestically or arrange settlement in RMB, so as to
reduce the demand for USD. Meanwhile, the Group will enhance
monitoring of the exchange rate fluctuation on a daily basis, adjust
the proportion of USD deposits to total deposits balance and
the proportion of USD loans to total loans balance from time to
time with reference to the analysis of exchange rates fluctuation
trend, and fix the future foreign exchange costs by using currency
derivative instruments such as foreign exchange forwards and
options, so as to strengthen the management of foreign exchange
risks and strive to reduce foreign exchange loss. The Group is also
clearly aware that there are many factors affecting exchange rates,
and the mechanism to determine exchange rate is complicated
and fickle, thus it is difficult to estimate its trend. Therefore, the
profit or loss of the Group may still be affected by exchange rate
fluctuation.
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SHARE OPTION SCHEMES

On 13 November 2014, the Company adopted the pre-IPO
share option scheme (the “Pre-IPO Share Option Scheme”) and
a share option scheme (the “Share Option Scheme”) and granted
a total of 59,935,000 share options under the Pre-IPO Share
Option Scheme to the eligible participants with an aim to reward
their contribution to the Group made or possibly made. On 26
October 2016, the Company granted an aggregate of 39,425,000
share options under the Share Option Scheme to the eligible
participants, and on 9 June 2017, the Company granted a total of
8,083,000 share options under the Share Option Scheme to the
eligible participants. Details of the schemes are set out below:

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

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

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

(i) attract and retain or otherwise maintain an on-going
business relationship with the Eligible Participants
whose contributions are or will be beneficial to the
long-term growth of the Group.
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2.

3.

Participants of the Share Option Scheme:

The Board may, at its discretion, offer to grant an
option to the following persons (collectively the “Eligible
Participants”) to subscribe for such number of new
Shares as the Board may determine:

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

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

(i) any advisers, consultants, suppliers, customers,
distributors and such other persons who in
the sole opinion of the Board will contribute or
have contributed to the Company or any of its
subsidiaries.

Total number of Shares available for issue under
the Share Option Scheme and percentage of issued
share capital as at the date of this report:

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

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

()  the issue of a circular by the Company containing
the identity of the Eligible Participant, the numbers
of and terms of the options to be granted (and
options previously granted to such Eligible
Participant), the information as required under
Rules 17.02(2)(d) and the disclaimer required under
17.02(4) of the Listing Rules; and

(i) the approval of the Shareholders in general meeting
and/or other requirements prescribed under the
Listing Rules from time to time with such Eligible
Participant and his/her close associates (as defined
in the Listing Rules) (or his/her associates if the
Eligible Participant is a connected person (as
defined in the Listing Rules)) abstaining from voting.

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

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time after the
date upon which the option is deemed to be granted and
accepted and prior to the expiry of 10 years from that
date subject to the provisions for early termination set
out in the Share Option Scheme.
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6.

7.

8.

9.

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

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

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

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

The basis of determining the exercise price:

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

The remaining life of the Share Option Scheme:

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

10. The total number of share options granted under the

Share Option Scheme on 26 October 2016:

On 26 October 2016, the Company granted a total of
39,425,000 share options (representing approximately
3.78% of the issued share capital of the Company on
the date of grant of the relevant share options (i.e. 26
October 2016) and approximately 3.60% of the issued
share capital of the Company as at the date of this
report) under the Share Option Scheme to 165 eligible
participants.
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11. The period within which the options granted under
the Share Option Scheme on 26 October 2016 must
be exercised to subscribe for Shares:

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

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

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

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

options granted on 26 October 2016:

The exercise price per Share in respect of the share
options granted on 26 October 2016 under the Share
Option Scheme is HK$4.13 per Share.

13. The total number of share options granted under the

Share Option Scheme on 9 June 2017:

On 9 June 2017, the Company granted a total of
8,083,000 share options (representing approximately
0.74% of the issued share capital of the Company on
the date of grant of the relevant share options (i.e. on
9 June 2017) and approximately 0.74% of the issued
share capital of the Company as at the date of this
report) under the Share Option Scheme to 48 eligible
participants.

14. The period within which the options granted under

the Share Option Scheme on 9 June 2017 must be
exercised to subscribe for Shares:

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

(1) Option I:

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

(i)

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

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

(2) Option II:

)

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

1.

Purpose of the Pre-IPO Share Option Scheme:

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

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

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

Participants of the Pre-IPO Share Option Scheme:

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

B.
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3.

4.

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

The maximum number of Shares in respect of which
options may be granted under the Pre-IPO Share
Option Scheme is 59,935,000 Shares (representing
approximately 5.99% of the issued share capital
immediately following completion of the Global Offering
(as defined in the Prospectus) and approximately 5.47%
as at the date of this report). These share options
were granted for subscribing 59,935,000 Shares on
13 November 2014. No more shares will be issued or
granted under Pre-IPO Share Option Scheme since
these rights have already been terminated.

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

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

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

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

Q Technology (Group) Company Limited Interim Report 2017

REE X RERRERET B T
HRRITROEE

BRXARAEERERESS
P RO BEERAB
59,935,000% % 17 - B A& 2 A]
REFEBEE (EEREBRE) T
IEHE EITIRA#5.99% &
RAREZANE BITRAL
5.47% - ZEHEREN_ZT—N
F+—A+=RERLIURE
59,935,0000% % 17 - #f & ¥ %
BRHOERIEE X AMAEESHE
IR BB BT L - AR
ERFMBE WKL

REEXAHREFTIERETBR
HBIREIR REHIZIE IR (7 1T BRI R -

REMBREINREZSHNE
AR A AR AR T 1T
{5 :

() BEZFTE—HF—H—HEE
—E—+tHF+ZHA=+—H
IEFE BERITFEERER
EREHZ50%FTH K
B (R THBRERELIE

80

iy BZE—R"F—H—HE=
—E—+tF+ZHA=+—H
IHFE - BERITHEERER
ERBEBRZT5%M P KB
B (03 B S TIE S R A B
IREEFT SRR EER ([
THBRERELESH) &



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

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

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

The basis of determining the exercise price:

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

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

Details of changes during the Period in share options BEB N AFEEF BARREST
granted under the Pre-IPO Share Option Scheme are as ZIFMREBERERIER &
follows: EE=2 BN
Number of underlying shares involving share options
BRESR2ABRAYA
Options
Outstanding Lapsed/
as at Granted Exercised Cancelled Forfeited As at
1 January during during during during 30 June
Category Date of grant Exercise period 2017 the Period  the Period the Period the Period 2017
R
b2 3
-A-H R
HRITER BB CE-tF
£ RiLAH figid BRE AEARE HEAGE HEAEE  4N/RK AR=tR
Directors
Es
\Wang Jiangiang 13 November 2014 1 January 2015 to 2,500,000 - (2,500,000p°* - - -
31 December 2017
Th% “E-ME+-A+=R -E-1E-f-HAZ 2,500,000 - (2500,000)%% - - -
S e =
Hu Sanmu 13 November 2014 1 January 2015 to 373,250 - (373,250y°¢ - - -
31 December 2017
#=K “Z-BE+-A+=H ZT-RE-A-HZ 373,250 - (373,250)" - - -
ZE-tF+ZA=1-H
Directors (in total) 2,873,250 - 2,873,250 - - -
EEICHD! 2,873,250 - 2873250 - - -
Employees (in total) 13 November 2014 1 January 2015 to 10,952,750 - (10,952,750f°¢ - - -
31 December 2017
EE(A3) “I-ME+-A+ZR —E-RE-F-HE 10,952,750 - (10952,750)% - - -
I =
Total 13,826,000 - (18,826,0001°¢ - - -
&5t 13,826,000 - (13,826,000)7 - - -
Notes: Kt it
On 6 January 2017, Mr. Wang Jiangiang and Mr. Hu Sanmu RZTE—+tF—AARAB ERAEKLETT
exercised 2,500,000 share options and 373,250 share options 52,500,00017 B R 7 - BH = AL 1T (E
respectively and on the same day, 10,952,750 share options 373,250 B R iE - RAI B IE B & 1T
in total were exercised by employees. The weighted average £10,952,75017 B A #E - 1T #E H = — 1@
closing price immediately before the dates on which the options EXEANERINETHKTERL20E
were exercised was HK$4.29 per share. JLe
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Details of changes during the Period in share options BIEME IR & FTR E ER R
granted under the Share Option Scheme are as follows: REIRN 2B FFHFWOT -

Number of underlying shares involving share options

BRESR2ABRAYEA
Options
Outstanding Lapsed/
as at Granted Exercised Cancelled Forfeited As at
1 January during during during during 30 June
Category Date of grant Exercise period 2017 the Period  the Period the Period the Period 2017
S
Bt
-A-B )i
HRTEN BER  ZB-tF
E5 RHEH s BRE BEARY HBAGE HEREE  AR/8E RAStA
Directors
Es
Wang Jiangiang 26 October 2016 please refer to the paragraph under 1,612,000 - - - - 1,612,000
“The period within which the
options granted under the Share
Option Scheme on 26 October
2016 must be exercised to
subscribe for Shares” on
page 25
The ZE-RETAZTAE REEEXEIRCE-RE 1,612,000 - - - - 1,612,000
TRAZTRARERERENE
REMEREHARRD
TEBR] &%
Hu Sanmu 26 October 2016 please refer to the paragraph under 1,200,000 - - - - 1,200,000
“The period within which the
options granted under the Share
Option Scheme on 26 October
2016 must be exercised to
subscribe for Shares” on
page 25
=K ZE-RETAZTAE REEEXEIRCE-RE 1,200,000 - - - - 1,200,000
TRAZTRARERERENE
REMBEREHARRD
TSR] &%
Directors (in total) 2,812,000 - - - - 2,812,000

B2 (53) 2,812,000 - - -

2,812,000
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Number of underlying shares involving share options

BREYRZEBRAHA

Options
Outstanding Lapsed/

as at Granted Exercised Cancelled Forfeited As at

1 January during during during during 30 June

Category Date of grant Exercise period 2017 the Period  the Period the Period the Period 2017
R
2Bt

-fA-H s

MR RN BER  ZB-tF

E5 BHEH s BRE BEARY  HBATE HEREE  AR/RE RAStA

Employees 26 October 2016 please refer to the paragraph under 35,932,000 - - - (1,479,000 34,453,000
“The period within which the
options granted under the Share
Option Scheme on 26 October
2016 must be exercised to
subscribe for Shares” on
page 25
B8 ZE-RETRZTRR B2HESEIRNZT 35,932,000 - - - (1,479,000 34,453,000
TAZTRERERRESE
RitmEREORRRE
TRERI 8%

Employees (Options I) 9 June 2017 please refer to the paragraph under - 4,838,000 - - (470,000) 4,368,000
“The period within which the
options granted under the Share
Option Scheme on
9 June 2017 must be exercised
to subscribe for Shares:
(1) Option I" on pages 26 to 27
B8 (BRE-) ZE-tERANA FOBEBEVE R —+F - 4,838,000 - - (470,000) 4,368,000
ARNBREEREH B R L
BRENTEROTRIR:
(ERE- 8%

Employees (Options Il 9 June 2017 please refer to the paragraph under - 3,245,000 - - - 3,245,000
“The period within which the
options granted under the Share
Option Scheme on 9 June 2017
must be exercised to subscribe
for Shares: (2) Option II"
on pages 27 to 28
&5 (BRED) - L EEE IV s - 3245000 - - - 3245000
ARNBREEREH B R L
BRENTEROTRIR:
(QEREZ] B

Employees (in total) 35,982,000 8,083,000 - - (1,949,000 42,066,000
EE(A3) 35,932,000 8,083,000 - - (1,940000) 42,066,000

Total 38,744,000 8,083,000 - - (1,949,000) 44,878,000
& 38,744,000 8,083,000 - - (1,949,000) 44,878,000




Directors’ and Chief Executive’s Interests in
Shares, Underlying Shares and Debentures

As at 30 June 2017, the interests of the Directors or chief
executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Future Ordinance,
Chapter 571 of the laws of Hong Kong (the “SFO”)) required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO as recorded in the register
maintained by the Company pursuant to section 352 of the
SFO; or otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

(a) Interest in the Shares of the Company

Other Information
HipE R

EERFETBRAERKS A
FERORESTHER 2 ER

R_ZE—+FNA=+tH ARAES
KEBITHRABRARRMEEE ELE
(EERBBEVPFESTIEZHFLBPE
Bl ([ FBHREE A ]) EXVED) #IAX
mHERNDEREHFTHEEZRERES
NEAGE GBI EXVERET K8 HAME K
N E) B RFTHED ER FB S K B E R
FI2HERARQNAEFTNELMA:
S iRE E AR R R+ ATE E T EITA
EFETBERHNEESTR ([FE
PRI BRE ARD T KB AT R S 0
T

(@) REQXTARS zER

Approximate

Number of percentage of

Name of Director/ issued the issued

Chief Executive Capacity/Nature of interest Shares held Position held Shares
iz

B2 TETH 2B1T NS BT

AEHE B/ EutE RGO EE BR BROBEDHE

(Note 2)

(Hfit2)

He Ningning Interest of a controlled 751,391,000 Long position 68.58%
corporation (Note 1)

MEE XEEERER 751,391,000 595) 68.58%
(HtsE1)

Wang Jiangiang Beneficial owner 10,000,000 Long position 0.91%

FhE® ERBEEA 10,000,000  #1E 0.91%

Hu Sanmu Beneficial owner 1,493,000 Long position 0.14%

=R ERBEEA 1,493,000 A 0.14%

ESARHE: (RE) AR AR 2017F R E
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Notes: Bt -

1. Mr. He Ningning, an executive director and the chairman of the 1. [MEZELA4E HITESFESTES T
Board, is the sole beneficial owner of Q Technology Investment o BERREEEAERA AR ([E
Inc. (“QT Investment”) which owned approximately 68.58% HEE]) (BEEZITIRHOD
of the issued Shares. Under Part XV of the SFO, Mr. He B8.58% MM —E XA A HEiE
Ningning is deemed to be interested in the Shares held by QT FHENEIEEHEXVE =
Investment. EHERABRELIKIRERSE 2 KK

hEEERER-

2. The percentage represents the number of Shares divided 2. ZEBHOLLEMABRNEEBKRUAR

by 1,095,597,000 issued Shares as at 30 June 2017. REIRZZE—tFA=TAH®

1,095,597 ,000/% B 3 17 I 10 4B 2

(b) Interest in Underlying Shares (b) RAEBRHG zERE

Approximately

percentage of

the underlying

shares over

the Company’s

Number of issued

underlying shares M2

Shares in (assuming

respect of that the share

the share options are

Name of Director/ options exercised in

Chief Executive Capacity/Nature of interest granted Position held full)

HE R 5

EARABRE BT

IR 4 (Hiz2)

PRERH BABES

EE ITETH BREN (RRBERE

ABHE 5/ EntE HERGEHE S} BE2HITRE)

Wang Jiangiang Beneficial owner 1,612,000 Long position 0.15%
(Notet)

T EnlEBA 1,612,000 59°) 0.15%
(Hret1)

Hu Sanmu Beneficial owner 1,200,000 Long position 0.11%
(Note1)

=R EnlBEA 1,200,000 & 0.11%
(Htat1)
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Notes: Hat -

1. Details of the above share options have been disclosed in the 1. FiuilERECFBEERN EXHER
above section headed “Share Option Scheme”. EErE SR E-

2. The percentage represents the number of underlying Shares 2. ZEZEADEIERBERD SR KR AR
divided by 1,095,597,000 issued Shares as at 30 June 2017. NARZE—EFAA=Z+THH

1,095,597,000/% B BT A& 1) 48 85 -
(c) Interest in Associated Corporation (c) RHEBLIE ZER
Approximate

percentage
Number of of the issued

Name of Director/ Name of associated Capacity/Nature of issued shares in QT
Chief Executive corporation interest shares held Investment
NIEEHRE
BEE FETHK gz B 81T BRI 7
ABHE HELE AR LY 13- BROHE Aok
He Ningning QT Investment Beneficial owner 1 100%
EE E®RE EnlBA 1 100%
Other than as disclosed above, as at 30 June 2017, none BREXFEEEN RZT—EF A
of the Directors nor chief executive of the Company had any =t+8B WMEARINEELRFTBITHAER
interests or short positions in any shares, and underlying RARB S E A EEEE (ExERLFE
shares (in respect of positions pursuant to equity derivatives) M EAEIEBIEXVED) BTk - 48
or debentures of the Company or any of its associated f%fn (BRARIERASTAE T A ARE
corporations (within the meaning of Part XV of the SFO) which EERE) EHFFEESENANS AR
were required to be notified to the Company and the Stock T LB TR RN B A K HE IR R
Exchange or as recorded in the register referred to the SFO EBEFELMASREZEEST AN
or which were required to be notified to the Company and the EARDAI RSSO

Stock Exchange pursuant to the Model Code.

ESRE (EE)BRAT 0175 MHRE 37



Other Information
HipE R

Disclosure of Interests of Substantial
Shareholders

As at 30 June 2017, so far as the Directors were aware of, the
following persons (other than the Directors and the chief executive
of the Company) had interests or short positions in the Shares
or underlying Shares (in respect of positions pursuant to equity
derivatives) as recorded in the register required to be kept by the
Company under section 336 of the SFO were as follows:

TERRERKE

RZT—tFA=+H REFHA T3
AT (BRARREERFZITHRABIN R
DR (ERIBERATTETAMBED
FHEEHB) PHEELENELFRAEKIIZE
336EIE KA RN AIEF M E LM Az s sA
BT

Approximate
Percentage of

total issued
Capacity/Nature of Number of shares in the
Name of Shareholder Long/short position interest Shares held Company
ESESE NG|
2RITRG
BRERER BR/ KRB B RatE RGO EE BEASTL
QT Investment Long position Beneficial owner 751,391,000 68.58%
(Note)
ES®IRE ) ERERA 751,391,000 68.58%
(Kt7z)

Note: Mr. He Ningning is directly interested in the entire interest of QT  A/it: M EE AL EEHATKIREL IR M

Investment, which in turn owned approximately 68.58% of the total

issued shares by the Company on 30 June 2017.

Save as disclosed in this report, the Company has not been
notified of any other person (other than a Director or a chief
executive of the Company) who had an interest or a short position
in the Shares and underlying Shares (in respect of positions
pursuant to equity derivatives) as recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO as
at 30 June 2017.
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Use of Proceeds from Global Offering

On 2 December 2014, the shares of the Company were initially
listed on the Main Board of the Stock Exchange. The net
proceeds from the above global offering were approximately
HK$658,000,000 (after deducting relevant listing expenses). As at
30 June 2017, the fund raised was fully utilised. Among the net
proceeds used: (i) approximately HK$256,620,000 was utilised
to purchase production and testing equipment; (i) approximately
HK$164,500,000 was utilised for promoting R&D capabilities; (iii)
approximately HK$101,990,000 was utilised to expand production
base; (iv) approximately HK$46,718,000 was utilised to repay
bank borrowings; (v) approximately HK$ 22,372,000 was utilised
for overseas sales and procurement as well as overseas market
expansion in the future; and (vi) approximately HK$65,800,000
was utilised for general corporate purposes.

Use of Proceeds from Shares Placing

On 12 December 2016, the Company completed the placing
of 40,000,000 new ordinary shares under general mandate.
The net proceeds of the aforesaid placing were approximately
HK$154,428,000 (after deducting relevant placing commission,
professional fees and all related expenses). As of 30 June 2017,
the fund raised was fully utilised. Among the net proceeds used, (i)
approximately HK$70,000,000 was utilised for capital expenditure;
(i) approximately HK$70,000,000 was utilised for research and
development; and (i) approximately HK$14,428,000 was utilised
for working capital of the Group. The purpose of capital utilisation
is consistent with that in the intended use of the placing.

Dividend

The Board has resolved not to declare any interim dividend for the
Period (six months ended 30 June 2016: Nil).

Purchase, Sale or Redemption of the
Company'’s Listed Securities

During the six months ended 30 June 2017, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

Other Information
Hitig 2

RRBUEMEIEARE

RZE—WUE+ A =-H ARaIKMH
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HH)E £ 4 A101,990,0008 7T (iv) A
REERITERNE 24 /46,718,000
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B) BHEZTE—ttFA=TH &
SESKERHFEATE-CHERMAE
HREFHEF: (VAREFAHAINESL
70,000,000 7T 5 (iNA R % &Y
& £ 470,000,000 7T ¢ K (i)B R A%
EZEEESHNE 14,428,000 T °
B AEREEEAE -

iz =

RAHRE EEEHR IR E T+ H
BRE(BE-_ZT—R"ERXA=THIRX
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Compliance with Model Code

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

Corporate Governance Practices

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

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

Review of Consolidated Financial Statements

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

Events after the Period
Saved as disclosed in the section headed “Business Review” and

above, there was no other important event affecting the Group that
occurred after 30 June 2017 and up to the date of this report.
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Review Report of the Auditors

KPMG

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

Introduction

We have reviewed the interim financial report set out on pages
43 to 96 which comprises the consolidated statement of
financial position of Q Technology (Group) Company Limited (the
“Company”) as at 30 June 2017 and the related consolidated
statement of profit or loss and other comprehensive income and
statement of changes in equity and condensed consolidated
cash flow statement for the six months period then ended and
explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the
preparation of an interim financial report to be in compliance
with the relevant provisions thereof and International Accounting
Standard 34, Interim financial reporting, issued by the International
Accounting Standards Board. The directors are responsible for
the preparation and presentation of the interim financial report in
accordance with International Accounting Standard 34.

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

BB E R RS

HERBE (RE)BERAF
ExgcEHRE
(REIEHESTMALAER L A])
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T—tENAZTENAHBBERIE
HEEZAINEARBENEREAHIE
HshEM2ERER EZEHRLE
HEHRERERARMTRE B
(BEABMERIMARARES LT
A » ERARMERFE EMHEAFH
HEARTMER g ERZESBMHH
(BBt 4ER) E345%F B A 75 &
MR ERBPPUBHRE - EFEHER
BiE (BB ER) B4R HEE KT
WP B SRS -

BANETRREBERMNERE S HM
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Hih ALt BEXREERZEE-
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Review Report of the Auditors
BB ERRE

Scope of review

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

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30 June
2017 is not prepared, in all material respects, in accordance with
International Accounting Standard 34, Interim financial reporting.

KPMG

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

Central, Hong Kong

9 August 2017
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Lz
Consolidated Statement of Profit or Loss
aHEER
For the six months ended 30 June 2017 — unaudited HZE =T —+F /XA =1+ H I~ EA —REEZ
(Expressed in Renminbi) (AARFI/R)

Six months ended 30 June
BEXNA=+tHILEXEA

2017 2016
—E—t & —E-RF
Note RMB’000 RMB’000
Bt AR T AREF T
Revenue W 2% 3 3,604,998 1,727,031
Cost of sales $HE R A (3,170,570) (1,565,666)
Gross profit E A 434,428 161,365
Other income HAabdg A 4 7,797 6,014
Other net loss H b FEE 4 (18,769) (8,061)
Selling and distribution expenses HERDHEMAX (6,508) (3,456)
Administrative and other THREEMEERT
operating expenses (50,552) (12,316)
Research and development fEEmz
expenses (122,555) (52,060)
Profit from operations mEER 243,841 91,486
Finance costs b & Bk A 5(a) (4,323) (1,398)
Profit before taxation R B Al 5% F 5 239,518 90,088
Income tax FriS %t 6 (87,734) (7,894)
Profit for the period B ER 201,784 82,194
Attributable to: BE:
Equity shareholders of the company AR BIRERHF A 201,784 82,194
Profit for the period B ARER 201,784 82,194
Earnings per share BRER RMB Cents RMB Cents
ARES AR
Basic A 7 18.4 8.0
Diluted #E 7 18.2 7.9

The accompanying notes on pages 50 to 96 form part of this
interim financial report. Details of dividends payable to equity

SE50ZE96 A H B8 P Bff aE 18 A A< 7 B 7%
BEN—ED - BEENARBRER

shareholders of the Company are set out in Note 17.

BAZBRBZFHBHNMET -
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
aHEEEEMEENER

For the six months ended 30 June 2017 — unaudited & Z ~Z—+% X A=+ H IE/NME A — R E&EFZX
(Expressed in Renminbi) (LA A R#57R)

Six months ended 30 June
BEANA=1tHILEAREA

2017 2016
—E—tF ZE—REF
Note RMB’000 RMB’000
k=3 AR TR AREFT
Profit for the period BriER 201,784 82,194
Other comprehensive income HAaHME2E KRR E
for the period (after tax and (BRBEEREH2E
reclassification adjustments): HEE):
ltems that may be reclassified HigkgsfoEzEa
subsequently to profit or loss: =MIEE -
— Exchange differences on — B A LA SN
translation of the financial SN EENSIEI PR
statements of subsidiaries B[ 5, = RE
outside the Mainland China (6,608) 2,086
Other comprehensive income HRHEMEZEKE
for the period (6,608) 2,086
Total comprehensive income HrazEk AR
for the period 195,176 84,280
Attributable to: wE:
Equity shareholders of RArIREREA
the company 195,176 84,280
Total comprehensive income HrazHEW AR
for the period 195,176 84,280

5550796 B Y [ P P 5 78 5K AN 7 B B 75
WER— BB

The accompanying notes on pages 50 to 96 form part of this
interim financial report.
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Consolldated Statement of Financial Position

At 30 June 2017 — unaudited A==

SHMBARRAER

—tEFRNA=ZTA-REER
(Expressed in Renminbi) (AARFI/R)

Non-current assets

Property, plant and equipment

Lease prepayments

Intangible assets

Deferred tax assets

Prepayment for acquisition of
property, plant and equipment

Current assets

Inventories

Trade and other receivables
Other financial assets
Derivative financial assets
Current tax assets

Pledged bank deposits
Cash and cash equivalents

Current liabilities

Bank borrowings

Trade and other payables
Derivative financial liabilities
Current tax payable

Net current assets

Total assets less current liabilities

FRBEE

ME - BE L&
HEFBN A
BVEE
EXERAEE

BEDE BERR

B RIR

HEEE
BH

B 5 N B WK IR

Ht e EE
TTEEMEE
BIEI R A E
EEMRITER
RehBREEHEED

RBEE
RITHEK

B 5 & E b 5RIE
TELmAaRE

JE& < BN EA B 18

REBEERE

HEERABAER

10
11
12

13
14

15
16
12

At At

30 June 31 December
2017 2016
R-ZE—tF RZE—RF
NA=1+H +-A=+—8H
Note RMB’000 RMB’000
B at AR® T AREFIT
919,674 720,181
16,841 17,048

1,234 1,315

14,282 4,287
80,431 83,354
1,032,462 826,185
670,010 799,246
1,909,531 2,606,431
445,510 -
38,157 126,867

152 152

17,379 96,543
225,505 64,905
3,306,244 3,694,144
112,245 335,432
2,431,547 2,592,781
17,396 -
27,992 10,372
2,589,180 2,938,585
717,064 755,559
1,749,526 1,581,744
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Consolidated Statement of Financial Position
BB E

At 30 June 2017 - unaudited R=F—+tF XA =+ B —KREFEX
(Expressed in Renminbi) (LA A R 517K )

At At

30 June 31 December
2017 2016
R=F—+tF NZZT—RF
AV e=l - A=+—H

Note RMB’000 RMB’000
bt ARE T AREF T
Non-current liabilities FRBERE
Deferred income PEFEUT A 10,829 11,739
Deferred tax liabilities EEFRIBAE 4,116 2,040
14,945 13,779
NET ASSETS BEEFRE 1,734,581 1,567,965
CAPITAL AND RESERVES EARRHE
Share capital & s 17(b) 8,727 8,605
Reserves G 1,725,854 1,559,360
TOTAL EQUITY ERBE 1,734,581 1,567,965

The accompanying notes on pages 50 to 96 form part of this 5096 B &Y K& M Fft 5 1 Ak 28 2 HA B 7%
interim financial report. WEM—Z0 0 o




Consolidated Statement of Changes in Equi

EJES

"‘='%

m

g

A
(=]

Bz

&
T

=+ BN EA—KRE

7N

—tF

(Expressed in Renminbi)

—=

For the six months ended 30 June 2017 — unaudited & &

(AARESIR)

- @7

— CF S B Sk e ch Y Y R N B 0 H 96 0S5

18576}
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Condensed Consolidated Cash Flow Statement
HHHEHEAEERER

For the six months ended 30 June 2017 — unaudited & Z ~Z—+% X A=+ H IE/NME A — R E&EFZX
(Expressed in Renminbi) (LA A R#57R)

Six months ended 30 June
BEXNA=1tHILEAREA

2017 2016
—E—+tfF ZT—RF
Note RMB’000 RMB’000
i3 ARBT R AR¥ETTT
Operating activities REEE
Cash generated from/(used in) KRR,/ (AR E
operations 1,254,716 (70,220)
Income tax (paid)/received (B BUWEEHR (28,033) 8,450
Net cash generated from/(used in) E& FEFRE, (FAA)
operating activities REeRE 1,226,683 (61,770)
Investing activities BEEE
Payment for the purchase of BEWE WER
property, plant and equipment BLEENEN (250,551) (76,941)
Proceeds from disposal of property, HEWE WEN
plant and equipment B FT1SRIAR 5 31
Payment for the purchase of EEHMSMEENK
other financial assets (411,510) -
Premium paid for derivative financial FHT4 4 R T A
instruments EXf 2w E (67,575) -
Proceeds from derivative financial PTESM T AEHE
instruments 72,852 -
Interest received 2R B 3,869 2,181
Change in pledged deposits B AERE 46,664 -
Net cash used in investing RETEBMAESTE
activities (606,246) (74,729)
Financing activities METE
Dividends paid to equity [EESEAWAGIE S
shareholders of the Company BEARE (37,145) -
Proceeds from bank borrowings RT1TIE FRPT5 FE 64,135 46,418
Repayment of bank borrowings EEIBITER (499,285) (54,928)
Interest paid [=ENFIES) (4,259) (1,452)
Other cash flows generated BEEBTISH
from financing activities HMReRE 17,530 11,163
Net cash (used in)/generated METE (FTAH) B
from financing activities ReFE (459,024) 1,201

48

Q Technology (Group) Company Limited Interim Report 2017




i R

'\""' - LA ‘ﬁl‘*

Condensed Consailaated Cash Flow Statement
- HHEHEERESR

For the six months ended 30 June 2017 — unaudited & Z —Z—+% X A=+ H IE/NME A — R E&EFZX
(Expressed in Renminbi) (AARFI/R)

Six months ended 30 June
BEAA=1THILAEA

2017 2016
—E—tH —T-REF
Note RMB’000 RMB’000
Bt i AR T AREFT
Net increase/(decrease) ReRESEEY

in cash and cash equivalents #wm,/ R ) B8 161,413 (135,298)

Cash and cash equivalents R—B—HHWEER
at 1 January ReZEEY 14 64,905 282,215

Effect of foreign exchange rate ExEEHNLE

changes (813) 11,992
Cash and cash equivalents RAA=tHHEER
at 30 June Re%EY 14 225,505 158,909

The accompanying notes on pages 50 to 96 form part of this F£50Z 96 B & e MY By 53 18 A 2 A HA B 7%
interim financial report. WEM—30 10 o
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Notes to the Unaudited Interim Financial Report
KB B PR EME

(Expressed in Renminbi unless otherwise indicated) (kx5 & $#8BASN A A REEFIIR)

50

Basis of preparation

The interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, including compliance with International
Accounting Standard 34 (“IAS 34”"), Interim Financial
Reporting, issued by the International Accounting Standards
Board (“IASB”). It was authorised for issue on 9 August 2017.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2016
annual financial statements except for the accounting policy
changes that are expected to be reflected in the 2017 annual
financial statements. Details of any changes in accounting
policies are set out in note 2.

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

The interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Company and its subsidiaries
(the “Group”) since the 2016 annual financial statements.
The condensed consolidated interim financial statements and
notes thereon do not include all of the information required for
full set of financial statements prepared in accordance with
International Financial Reporting Standards (“IFRSs”).

Q Technology (Group) Company Limited Interim Report 2017
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Notes to the Unaudited Interim Financial Report

KRB E % HRRA T 2R B L

Basis of preparation (continued)

The interim financial report is unaudited, but has been
reviewed by the audit committee of the Company. It has also
been reviewed by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor
of the entity, issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).

Changes in accounting policies

The IASB has issued the several amendments to IFRSs that
are first effective for the current accounting period of the
Group. None of these developments have had a material
effect on how the Group’s results and financial position for the
current or prior periods have been prepared or presented. The
Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

Revenue and segment reporting

The principal activities of the Group are manufacturing
and sales of camera modules and fingerprint recognition
modules for mobile phones and other mobile communication
terminals. No segment information is presented in respect
of the Group’s business segment as the Group is principally
engaged in a single line of business.

Revenue represents the sales value of goods sold, excludes
VAT and is after deduction of any trade discounts.

mBERE (F)

qﬂﬁﬁﬁﬁ“i&iﬁ&ﬂi%%ff? BEHAR

NABFZESEH -ANTELKE
SRS EBMIERE S
AE ([BEGHMAE]) MEMD
(BBEBIEER]) 241054
ERB A L 1% BLAD £ BB 7 A R
& HEITER -

B BERZEH

BERgrEAZESCAHE TH
ﬁf’%ﬁﬂ%#&iﬁﬁ”ﬂ’ﬂkﬂ AFIEF]
RASBRTEAHEERER
RZEBRREAEEEFSATEE
EEPMBRARZRmEHZ25 7R
ji,ﬂ\iﬁwa o AN£R B 3f 4 g AR

BITE B R R R (E RS
AR R

W 2 2 2 BR R

AEENTEXGREERHET
WREME B BELRERNER
SERAR MR R R AR E
TERFE XK AL ER
SEXBOHANDMENZ R

WaEMEEMIHEEE T8
FEIBER B MR EAR S
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Notes to the Unaudited Interim Financial Report
KB B PR EME

(Expressed in Renminbi unless otherwise indicated) ([ 3A15BASN A A REEFIIR)

3

52

Revenue and segment reporting
(continued)

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

3 WHEKRDEESE (&)

AEBZ WU ES DR ITIR
BENTNEE T -

Six months ended 30 June
BEANA=1tHILEAREA

Revenue I 2
PRC (including Hong Kong) FE(BIERS)
Overseas NERIN

The Group had three (six months ended 30 June 2016: three)
customers with whom transactions have exceeded 10%
of the Group’s revenue for the six months ended 30 June
2017. The amount of sales to these customers amounted
to approximately RMB2,505,770,000 (six months ended 30
June 2016: approximately RMB1,252,205,000).

For the six months ended 30 June 2017 and 2016, certain
amounts of revenue are related to sales made to related
parties.

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

For the twelve months ended 30 June 2017, the Group

reported revenue of RMB6,869,125,000 (twelve months
ended 30 June 2016: RMB3,060,677,000).

Q Technology (Group) Company Limited Interim Report 2017

2017 2016

—_E—+tF —E—RF

RMB’000 RMB’000

AR® Tt AREETF T

3,447,839 1,725,229

157,159 1,802

3,604,998 1,727,031
HE-_Z—+F~A=1tBI1t~E
A $§.‘%l§ﬁi_% (BE-_ZT—X

FRNA=ZFTHLERNREA: =Z£)
EPHXZHBAEWEMION -
MZERFNEERNABARE
2,505,770,000C (B E =Z — X
FRXAZ+THLERNBEA HARE
1,252,205,0007T ) °

@:Zé:%@—ti)i_ T—XFRA
ZtHEREARA ETRESET
ERRBESIEHNEE-

AREBTEFZHEREFR LFF
T AN20%E30% © A It A E
B EFFHES2WE—RERT ¥
E'Eo

@Zi:“ ‘ti/\ﬂ ‘T—EIJJ:
+TZEA AEBEHBSREARK
6,869,125,000T (Bl £ =T — X
FXAZ+HLE+T=Z@A: AR
3,060,677,0007C) °



1 ed Interim Financial Report
- RAZE % RS 1R S B AT

(Expressed in Renminbi unless otherwise indicated) (& 2885 A A REEFITR)

4 Other income and other net loss 4 HaWAREMFEIES

Six months ended 30 June
BEAA=1+RHLXEA

2017 2016
—E—+iF —ZE—RF
RMB’000 RMB’000
AR®T T ARETIT
Other income Habg A
Government grants KT 48 B 3,026 2,262
Interest income FMEHA 4,716 3,461
Others H At 55 291
7,797 6,014
Other net loss HitFEE
Net foreign exchange gain/(loss) SNEUA (B18) F58 14,847 (8,484)
Net realised and unrealised loss on ~ SMEH# AN TR L
foreign currency option contracts REREBEFE (16,069) -
Fair value (loss)/gain on foreign INEREIA O A TE
currency forward contracts (E18) Wz (17,185) 406
(Loss)/gain on disposal of property, HEWE HENMK
plant and equipment (E518) Wz (362) 17

(18,769) (8,061)
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Notes to the Unaudited Interim Financial Report
R AR % P B B 755 S o B R

(Expressed in Renminbi unless otherwise indicated) ([ 3A15BASN A A REEFIIR)

5 Profit before taxation 5 BRFLAREF
Profit before taxation is arrived at after charging: MR BEENRIRG T X IE%E
2
Six months ended 30 June
BZEXNA=t+HLAEA
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
ARBT R AR¥ETTT
(@) Finance costs (@) BERAK
Interest expenses MERZ 4,323 1,398
(b) Staff costs (b) BIRA
Contributions to defined FE TR RET SR
contribution retirement plans 3,915 3,167
Salaries, wages and e IERAMEN
other benefits 171,656 94,071
Equity-settled share based DA 2 6 E M IR0 T
payment expenses =53 3,055 232
178,626 97,470
(c) Other items (c) HfER
Amortisation B 5H
- lease prepayments —MHEBENHE 208 208
— intangible assets —mVEE 81 81
Depreciation e 57,840 26,869
Auditors’ remuneration 1% R = BN 550 592
Operating lease charges in BHEMENKEHEER
respect of properties 3,464 1,185
Research and development costs B (F i)
(Note (i) 122,555 52,060
Cost of inventories (Note (i) TFERAN (M) 3,252,226 1,596,387
Impairment losses on trade and B 5 R E M EBGIA
other receivables VERIEN SR 26,913 -
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Notes to the Unaudited Interim Financial Report
KR E 1% P HR AT 3R 5 i T

(Expressed in Renminbi unless otherwise indicated) (¥ 2 A AN AAREFR)

5 Profit before taxation (continued)

Notes:

(i

Research and development costs include staff costs of
employees in the design, research and development department
of approximately RMB28,343,000 for the six months ended 30
June 2017 (six months ended 30 June 2016: RMB16,254,000)
respectively which are included in the staff costs as disclosed in
Note 5(b).

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

Cost of inventories includes approximately RMB183,358,000 for
the six months ended 30 June 2017 (six months ended 30 June
2016: RMB96,683,000) relating to staff costs, depreciation and
amortisation expenses, which amounts are also included in the
respective total amounts disclosed separately above or in Note
5(b) for each of these types of expenses.

5 PBRBIAIEF (&

Byt -

0

ESARHE (RE) AR A R 2017F RS

MEREADBEEHEZZT—+
FRNA=Z+BLEANEAZS
MEBFIREREMNBEIRANAR
#28,343,000T (HLEZZF — X
FRNAZTHLERNRER: ARM
16,254,0007T ) * &1 A Mf 515(0) 4% 55
BB IRA -

HEEX AR REENFTRE
—REEHEE RERERYERTH
ERAALTNERTA EiwE - Bt

MR R FAERAR-—RREEE
HEER AR -

HE-_Z—-—t+tFXXA=THL
ANEA FERABREHARKE
183,358,000 (Bl E=ZF —~
FRNAZTHLEANEARA: AR
96,683,0007T) * 7 Bl #1 8 TR AN -
MERBHEAIAR ZZ2EN
AASHERASE X EBE KBS
RE SO ENSIEE SR -
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Notes to the Unaudited Interim Financial Report
KB B PR EME

(Expressed in Renminbi unless otherwise indicated) ([ 3A15BASN A A REEFIIR)

6 Income tax in the consolidated income

statement

Income tax in the consolidated income statement represents:

BB ERPHIFER

BHFRERT A PTENIE

Six months ended 30 June
BEANA=1THLEXREA

2017 2016
—E—t & —E—RF
RMB’000 RMB’000
AR®BT T AR¥ETTT
Current tax B ER B 18
PRC Corporate Income Tax FEERTSH 41,392 9,641
PRC dividend withholding tax PR B TR
(Note (iv)) (K72t (v)) 4,261 -
Hong Kong Profits Tax BEBEFEH - (2,107)
45,653 7,534
Deferred tax EERIE
Origination and reversal of temporary & T~ 71| & 18 & 5 #)
differences due to TR EEEE RED
— Impairment losses on trade and ~ —& 5 N E bW R
other receivables BEREEBR (4,037) -
— Fair value gain/loss of —TEITRAATE
derivative instruments Wz, B 18 (5,780) -
— Others —H A 1,898 360
(7,919) 360
Total Fe 37,734 7,894

i6 Q Technoloil |Groui| Comianl Limited Interim Reiort 2017



Notes to the Unaudited Interim Financial Report
KRB E 1% P HR AT 3R 5 i T

(Expressed in Renminbi unless otherwise indicated) (¥ 2 A AN AAREFR)

6 SHIRERPIAER

6 Income tax in the consolidated income

statement (continued)

Notes:

(i)

(i

(i)

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

Kunshan Q Technology (Hong Kong) Ltd. (‘Kunshan QT Hong
Kong”) is subject to Hong Kong Profits Tax at 16.5%. No
provision was made for Hong Kong Profits Tax in the six months
ended 30 June 2017 (six months ended 30 June 2016: nil) as
the Group did not earn any assessable profit subject to Hong
Kong Profits Tax during related periods.

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

==
=
(,,./E\

Bt
(i)

(it

(i)

ESARHE: (RE) AR AR 2017F R E

REASHEREBRELZHS ([R
BREZES])MRAFER NE
BHERNAERENABREZES
BANERPTISH

Kunshan Q Technology (Hong
Kong) Ltd. ([RILEKEH]) B
16.5%H) B XM E B NG - R
AEBRBE-_T—+tFX A=
B IE/RME A I |G EARAFANE

Y ER BB RS HRIELEE (BE
ZE-RFRAZTRIEREAR:
&) -

B-ZEENF—HA—HEE FEH
EEATSHE R AB25% ° B 1L F ik
MEFREAERAR ([EILESKF
BRZZEZNFESSHMEME
X (I=FEMmEzE]) &R LD 5
R_E——FRA-_+—HEK-Z
—HF+ANAKIEN = i
tEER B -_Z—HE—HF—A
RESIN=FHZHI5%NEEM
Shx-
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Notes to the Unaudited Interim Financial Report
KB B PR EME

(Expressed in Renminbi unless otherwise indicated) ([ 3 A15BASN A AREEFIIR)

6

58

Income tax in the consolidated income
statement (continued)

Notes:

(iv)

According to the PRC Corporate Income Tax Law and its
implementation rules, dividends receivable by non-PRC
corporate residents from PRC enterprises are subject to a
withholding tax at a rate of 10%, unless reduced by tax treaties
or arrangements, for profits earned since 1 January 2008. In
addition, under the Sino-Hong Kong Double Tax Arrangement
and its relevant regulations, a qualified Hong Kong tax resident
will be liable for withholding tax at the rate of 5% for dividend
income derived from the PRC if the Hong Kong tax resident
is the “beneficial owner” and holds 25% or more of the equity
interests of the PRC company. Deferred tax liabilities have been
provided for in this regard based on the expected dividends to
be distributed from these subsidiaries in the foreseeable future
in respect of the profits generated since 1 January 2008.

PRC dividend withholding tax under current tax represents tax
charged by the PRC tax authority on dividends distributed by
the Group’s PRC subsidiaries during the period.

Q Technology (Group) Company Limited Interim Report 2017
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(iv)
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Bl FFPEERAREFELRIRE
REZZTNF— A —HEARR
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Notes to the Unaudited Interim Financial Report
T RARBREZPHUHHRENE

(Expressed in Renminbi unless otherwise indicated) (b 2 AERAIN AAREFR)

7 Earnings per share 7 BRER
(a) Basic earnings per share (@) BERELXER
The calculation of basic earnings per share is based on FIRERBRNTILAKR NG T @
the profit attributable to ordinary equity shareholders of fE#EEB AEARF )\ R &
the Company of RMB201,784,000 (six months ended 201,784,0007T (B Z =ZF— <
30 June 2016: RMB82,194,000) and the weighted FRAAZFTBHILERNEA: AR
average number of 1,095,213,000 ordinary shares (six #82 194,000 T ) & A HR HA
months ended 30 June 2016: weighted average number N ETT T @AY A IR S 8
of 1,032,456,000 ordinary shares) in issue during the 1,095,213,000l8 L@ % (H =
interim period, calculated as follows: —E-REXRNA=1THIENE

A inkE F 15 81,032,456,000
LB BEETE FHES
RN :

(i) Weighted average number of ordinary shares () ZBERNEFGTEH

Six months ended 30 June
BEANA=1THLEREA

2016
—E—RF
‘000
F A&
Issued ordinary shares at A — H—B®E T E AR
1 January 1,081,771 1,027,945
Effect of share options ETERERENTE
exercised 13,442 4,511
Weighted average number  FA7X A=+ HH LB
of ordinary shares at hniE 5
30 June 1,095,213 1,032,456

ESARHE: (RE) AR AR 2017FF RS 59
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7 BREF (£F)

(b) EREFRR

7 Earnings per share (continued)
(b) Diluted earnings per share

BREERANTIAARA LR

The calculation of diluted earnings per share is based on

the profit attributable to ordinary equity shareholders of
the Company of RMB201,784,000 (six months ended 30
June 2016: RMB82,194,000) and the weighted average
number of ordinary shares of 1,105,680,000 (six months
ended 30 June 2016: weighted average number of

RERE ARG AR
201,784,0007T (B Z =T — X
FRA=ZTHLERER: AR®
82,194,0007T ) M & i@ hntE ¥
3 811,105,680,0000% (E = —

1,045,839,000 ordinary shares). T—RERA=ZTHILEXEAR :
5 %511 ,045,839,0004% )
E%—'—u = °
(i) Weighted average number of ordinary shares () ZBERNEFIGE (#F)
(diluted)

Six months ended 30 June
BEAA=ZTHILEAEA

2016
—E-RF
‘000
Fix
Weighted average number 7N A=+ HMH T B
of ordinary shares at hnkEFH
30 June 1,095,213 1,032,456
Effect of deemed issue WAERBE AR A ﬁﬁﬁ%ié?r £l
of shares under the BIRDHTE
Company’s share option
scheme 10,467 13,383
Weighted average number RN A=+ HW LB
of ordinary shares IOREF I E (EE)
(diluted) at 30 June 1,105,680 1,045,839
6 (0] Q Technology (Group) Company Limited Interim Report 2017
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(Expressed in Renminbi unless otherwise indicated) (& 2885 A A REEFITR)

8 Property, plant and equipment 8 ME BMERRE

el At 31 December
2017 2016
R=2—t5 ISkt
2z === + - H=+—H

RMB’000 RMB’000
AR T AREF T
Net book value, as at 1 January BREFE BN—A—H 720,181 420,670
Additions NE 257,700 363,174
Disposal (net carrying amount) HE (BREFE) (367) (220)
Depreciation charge for HifE,/ FENEER
the period/year (57,840) (63,443)
Net book value, as at BREEE RN ANAZ+AH/
30 June/31 December +=-—A=+—8 919,674 720,181
9 Inventories 9 ®E
Inventories in the consolidated statement of financial position SR BIRAARTHEFERRE:
comprise:

el At 31 December
2017 2016
R=2—t5 W=kt
2 s === +-HA=+—H

RMB’000 RMB’000

AR T AR¥ETTT

Raw materials R A% 209,310 227,125
Work in progress & i 229,833 272,938
Finished goods X o 230,867 299,183

670,010 799,246
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9 FE (&

EAERIHABETNHFESERN
saxin'ClNE

9 Inventories (continued)

The analysis of amount of inventories as expenses and
included in profit or loss is as follows:

Six months ended 30 June
BEAA=+HLA<MEA

2017 2016

—E—+tF —E-REF

RMB’000 RMB’000

AR T AREFIT

Carrying amount of inventories sold B H&EFEMEREE 3,166,495 1,563,408
Carrying amount of inventories BRAMEERD

recognised as research and FENRER

development expenses 81,944 32,093

Write down of inventories 7 & #UR 3,787 886

3,252,226 1,596,387

10 B 5 R EAEWRKIEA

Aureloiliger s At 31 December

10 Trade and other receivables

2017 2016
R=F—+tHF RZE—RF
VIR —— A =+—H
RMB’000 RMB’000
AR®BT T AREETTT
Trade receivables 2 5 RWHRIA
— third parties = 1,762,150 2,371,648
— related parties (Note 20(b)) —BAE R (Hit20m)) 23,585 3,894
Bills receivable FEW =55
— third parties —-%£=5 153,301 169,105
Trade and bills receivables 25 GIE K EN EE 1,939,036 2,544,647
Less: Allowance for doubtful debts R BRI AE (36,817) (9,904)
1,902,219 2,534,743
Other deposits, prepayments and Efize FBARER
receivables JE W SR IE 7,312 71,688
1,909,531 2,606,431

6 2 Q Technoloii |Groui| Comianl Limited Interim Reiort 2017
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KRB E % HRRA T 2R B L

10 Trade and other receivables (continued)

U)

(it

All of the trade and other receivables are expected
to be recovered or recognised as expense within one
year, except for the Group’s deposits amounting to
RMB245,000 as at 30 June 2017 (31 December 2016:
RMB264,000), which are expected to be recovered after
more than one year.

Bills receivable represented outstanding bank
acceptance bills and commercial acceptance bills.
As at 30 June 2017, bills receivable amounting to
RMB33,605,000 (31 December 2016: RMB129,225,000)
and RMB86,620,000 (31 December 2016: nil) were
pledged as security for bills payable and bank borrowing
respectively. Bills receivable are due in 3 to 6 months
from the date of issue.

The Group derecognised bills receivable when it
transferred bank acceptance bills to suppliers through
endorsement. Bill holders in due course preserve right
of recourse against the Group in case of dishonor of the
bills. As at 30 June 2017, the outstanding balance of
bills endorsed with recourse totaled RMB237,327,000
(31 December 2016: RMB65,099,000), which represents
the Group’s exposure to credit risk. All of these bills are
due within one year.

10 EZ R EMBEWE

(1)

ESARHE: (RE) AR AR 2017F R E

RIR (&)

FrBEE 5 kEMERE
BR—FRKExERSHR
SR ZE—EFANA=T
HAR#245 000 (ZZ—~
F+_A=+—H:AR%
264,0007L) W AN K E iz 2 kK
S ZECBRERENBRE—F
& U o

- 15 78 Hf

~7

JE W R 48 R B HA FE A iR
THERAEBEREERLEE-
RZE—ttF~A=+8"
AR #33,605,0000 (=&
—RNEFt+-_A=F+—H: AR
#129,225,0000) K AR ¥
86,620,0007T (=& — RN F
+ZA=+—H: B NEKE
BEDREPIEAENEER
RITERNER BREEREE

EHEREASECMEARE -

AEBRUEEFAEERT
EEEE T EDR LR
REWER -WERIEBEEER -
AIEBFAEAERRBELRE
EMEEE-R-_ZT—tFX
A=+H WEREBEEZR
BEHMAEERBEAEABAR
#237,327,000L (=& — X
F+-_A=Z+—"HB:ARH®
65,099,0007T) - HRA KR AEE
HENEERR -ZEREHIRN
—FREH o

63

(Expressed in Renminbi unless otherwise indicated) (¥ 2 A AN AAREFR)
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10 Trade and other receivables (continued)

64

(it

(i)

(iv)

(continued)

The Group only accepts bank acceptance bills issued
by major banks or banks with qualified rating in the
PRC and thus considers that the credit risk associated
with such bank acceptance bills to be insignificant. The
Group had not suffered any losses in this respect during
the Period.

During the Period, the Group entered into a factoring
arrangement with a commercial factoring company
and a customer in relation to certain trade receivables
from the customer, amounting to RMB30,000,000.
The Group received the amount from the factoring
company and undertakes the obligation to repay any
outstanding amount under the factoring arrangement
in the event that the customer fails to pay upon
maturity. Consequently, such trade receivables are
not derecognised from the Group’s trade receivables
balance, and the amount paid by the factoring company
is recognised in trade and other payables.

The management considers that related parties
are under influence of the Company’s controlling
shareholder, hence no material credit risk exists on sales
to related companies.

Q Technology (Group) Company Limited Interim Report 2017

10 ESZ R EMEBWRKIE (&

AEEEEMNPEETERITN
SR AR IRIT I AR IRIT A
HRIT A
HEBBEHENEERRILTE
ReHA AEBETEALES

REE AMRREZE

ERCIEEESY

(ifi)

Ko B A A TR IR FE AR ©

A R B SR I - Rtk S R
ANHEETFEEEMERERRE

B o

)

A AEEE-EAEEREA
AR—BEPHREREFPZE
% 5 IE A R #30,000,0007T 7]
VIREBHE AEEBREAF
WERERER WAEMERPR
FERMAZN  RIARKBEAE
HREBZE TR RER
ZFRIE e EHIE - NEBE R
REBE SRR IBLE - A
REQAAXNOFREERE S

%\ FHE

ERERARSHESEAL
g2



ed Interim Financial Report
KB B PR EME

(Expressed in Renminbi unless otherwise indicated) (& 2885 A A REEFITR)

10 Trade and other receivables (continued) 10 ES R HMEWRKIE (£)
(a) Ageing analysis (@) BRERZD AT
As of the end of the reporting period, the ageing analysis REBEEAR  IRBEZREE S &
of trade and bills receivables (which are included in trade HEREBRENE JEINZIE
and other receivables), based on the invoice date and LREWEE (Bt AE S REM
net of allowance for doubtful debts, is as follows: FEW I ) MEBRR DT T :

Aeeloliligs | At 31 December
2017 2016
R=2—+5 kLt
aV:EL N +— A=+~

RMB’000 RMB’000

AR TR AR¥ETTT

Within 1 month A1E AR 1,348,131 1,569,991
More than 1 month but B i1 & BB H3E A

within 3 months 396,226 902,416
More than 3 months but B i@3ME A 18 L efE A

within 6 months 157,816 62,336

More than 6 months but B A6IE A 1B D
within 1 year 46 -

1,902,219 2,634,743
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10 Trade and other receivables (continued) 10 EZ R E#MEWTIE (&

(b) Impairment of trade and bills receivables (b) EZEWFEREVRZENHRE
Impairment losses in respect of trade and bills B EIRZEREREESE
receivables are recorded using an allowance account BEEEEABERSE  BIEAN
unless the Group is satisfied that the recovery of the EEEMNIO B AL ER R BE
amount is remote, in which case the impairment loss is MR EM EHBERAT  RE
written off against trade and bills receivables directly. EEEEHRE S EIRGIE N E

W 22 4% Bl 8 o
The movement in the allowance for doubtful debts during HHAREBRENESHIO T

the period is as follows:

el At 31 December
2017 2016

R-ZZ2—tF RIE—RE

2= -~ A=+—H

RMB’000 RMB’000

ARE T AREF T

At 1 January m—H—H 9,904 504

Impairment loss recognised BERNREEE 26,913 9,400
As at 30 June/31 December RANA=+H/

+=-A=+—8H 36,817 9,904

Technol mpany Limited Interim Report 2017
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(Expressed in Renminbi unless otherwise indicated) (¥ 2 A AN AAREFR)

10 Trade and other receivables (continued)

(b) Impairment of trade and bills receivables

(c)

(continued)

As at 30 June 2017, there was an impairment provision
of RMB36,817,000 (31 December 2016: RMB9,904,000)
related to certain customers which balances were
overdue and were individually determined to be impaired.
The Group does not hold any collateral over these
balances. After taking into account their respective
financial condition and the subsequent year end
settlements from those customers up to the date of
these financial statements, the directors considered that
such specific provision was adequate but not excessive.

Trade and bills receivables that are not
impaired

The ageing analysis of trade and bills receivables that
are neither individually nor collectively considered to be
impaired are as follows:

10 EZ RHEMBWROE ()

(b) EZEUE

(c)

REAR BB AR RE
L HASHE A AR

Neither past due nor impaired
Less than 3 months past due

RIR & PR R iR VR (E
(%)

R—_E—+&F<A=+H' A
METEPZRERBERA
R #36,817,0007C (=& — X
F+_A=Z+—"HB:ARH®
9,904,0007T) * & # E & 5
WERIEE BB E - AN B E
BEZSESNEMERY - &
HARZERP ZHBARR KA
RmERBREZEVBREA
HEMGEEBR ESRAEH
EERERE B RBE-

3 R B B9 B 5 FE WGRRIR I FE U
£ ]

BER B 5 7R R LR 4% R AR E

MESEWZBELERZEN
ARER D MTHOT -

Al At 31 December
2017 2016
R-ZE—tHF RZE—RF
AV ENN +—— A =+—H
RMB’000 RMB’000
AR®T T AREF T
1,891,144 2,453,442
1,214 617
1,892,358 2,454,059

ESkRE (EE)ARAT 2017558M%E 67
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10 Trade and other receivables (continued) 10 EFGREMEBWRIE (£
(c) Trade and bills receivables that are not (c) L|REENE S EWKRIERERK

impaired (continued) B (&)
Receivables that were neither past due nor impaired B 2K 180 HR 71 R B B A9 R U BB
related to a wide range of customers for whom there was BT EA W EE RGN ZER
no recent history of default. FAR-
As at 30 June 2017, receivables that were past due RZE—+FA=TH 2@
but not impaired related to customers that maintain H{E R R E &) E W R IE T 2K B
continuing trading relationships with the Group. Based HEAEFRREZESTHRHEL
on past experience and customer’s financial condition, BEBENEBREZEERPY
management believes that no impairment allowance Bk BEERAE %S
is necessary as the balances are still considered fully LAl 2 ERU B - INTE E R
recoverable. SHEBREDRERE-

11 Other financial assets 11 HittemEE

Al At 31 December
2017 2016
R=ZF—+t#F R_E—RF
AR = - — A =+—H

RMB’000 RMB’000

ARETR ARET T

Other financial assets EemBEE 445510 -
Other financial assets represent investments in short- HhemiEdEREZERESENH
term wealth management products issued by commercial R KPERERITEITZIERANE
banks in mainland China whose principal and returns are PFUEACHEBEMER URAE
not guaranteed, and a variable return structured deposit of NEBREEH TSRS EEETF

RMB34,000,000 which was pledged for bills payable. AR #34,000,0007T °

6 8 Q Technology (Group) Company Limited Interim Report 2017
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12 Derivative financial assets and liabilities 12 fTEEREERAERE

At 30 June 2017
R=-ZE—tFXA=1+H
Notional

amount Assets Liabilities
EREH BE =R
RMB’000 RMB’000 RMB’000
AR®T T ARYET T AR®T T

Foreign currency SNESTAET A
derivative instruments
— Forward contracts —RHIE L 1,456,496 211 (17,396)
— Option contracts —HiEE Y 1,930,704 37,946 -
Total st 3,387,200 38,157 (17,396)
At 31 December 2016
RZZE-—RE+A=+—H
Notional
amount Assets Liabilities
HEDHE BE =R
RMB’000 RMB’000 RMB’000
AR®BTT AR®BTT ARBTT
Foreign currency derivative SNEHTAE T A
instruments
— Option contracts —HiES LY 889,058 126,867 -
The Group entered into foreign currency option and foreign ANEBEHE—FETEIINEEES
currency forward contracts with a bank. As at 30 June 2017, D RINEZRIE L) - R E— L F X
the notional amount of outstanding contracts amounted to A=+H RIPEYZHZELRA
USD500,000,000 (31 December 2016: USD127,500,000). All 500,000,000 7T (ZE— R "F+=
these option and forward contracts are matured within one A=+—H:127,500,000% JT) °
year. FrEZSHRERERIBENHANR —F

WA -
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12 Derivative financial assets and liabilities 12 fTESREEREE (&)

(continued)

The fair value of the foreign currency option contracts is INEERHES XM R FETERBME A
measured using the Black-Scholes-Merton Model. Main AR - REEAGE BRI
parameters used in the model include the spot price of the KEMETEX2HSaEGEBRNEE
foreign exchange rates as of the valuation date, strike rates, E(THEXR RHEEX - IIMNEEX
forward foreign exchange rates, implied volatilities of foreign RIBE SR B = A & &R FI K -

exchange rates and the risk-free rates.

The fair value of foreign currency forward contracts takes into SNEERHIGH 2 AFETIEERET
account the market interest rate and the estimated future BRMERRBELBETRKRE S
pay-off of the forward contract. B o
13 Pledged bank deposits 13 2 FRITER
Aveel s At 31 December
2017 2016
R=-TB—+t& R_Z—RF
AA=TH [y tal=
RMB’000 RMB’000
AR®B TR AREETTT
Pledged for BT S IEE R
— bank borrowings (Note 15) —RITER (M 5E15) - 12,000
— bills payable (Note 16) —ENEE (#iF16) 8,329 75,493
— letter of guarantee —VER 1K 9,050 9,050
Pledged bank deposits EEARITER 17,379 96,543
The pledged bank deposits will be released upon the BEEBIRITHEREN EELBRTT
settlement of relevant bank borrowings, bills payable, and the B BNEERERKD B ERE
maturity of letter of guarantee. Bx o
/0 Q Technology (Group) Company Limited Interim Report 2017
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14 Cash and cash equivalents 14 BERREEEY

(a) Cash and cash equivalents comprise: (@ REeRBELESEYEIE:

el At 31 December
2017 2016
R=-F—+tHF RZZT—RF
2= = = A=+—H

RMB’000 RMB’000
AR T AREETTT
Cash in hand FHEE® 59 65
Cash at bank RITER 225,446 64,840
Cash and cash equivalents B RS AR R =
in the statement of RERERAZ
financial position and ReERBESEEY
cash flow statement 225,505 64,905
As at 30 June 2017, cash and cash equivalents R—ZE—+ttFNA=+8H
placed with banks in the Mainland China amounted to KEBHFEAFBERERITH
RMB92,988,000 (31 December 2016: RMB40,744,000). RehkhBeFEDWARAR
Remittance of funds out of the Mainland China is subject #92,988,000L (=& — X
to the relevant rules and regulations of foreign exchange F+_A=+—H:AR%
control promulgated by the PRC government. 40,744,0007T) ° 1§ & ¢ & L
B K P 78 38 <7 A B B AR 6 &Y
1B A SN B IR B o R AR o
(b) Major non-cash transactions b) EE}RERS
For the six months ended 30 June 2017, major non-cash Hez_Z2—+FNA=+H81t
transactions included the following items: NER FEFRERHBEIEIN
NIEH:
Six months ended 30 June
BEAA=t+HLXEA
2017 2016
—E—tHF NG S
RMB’000 RMB’000
AR T AREETTT
Settlements of trade payables EEREBEEEEEBEIRE
directly by the bills 308
endorsement 361,698 -
Settlements of trade payables BERIBTERE IZI =L
directly by the bank through EXMELERE
import trade loan facilities FEAT 3R 211,963 17,802
Total et 573,661 17,802

ESARHE: (RE) AR AR 2017FF HRE /1
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15 Bank borrowings 15 RITHE
As at 30 June 2017, the bank borrowings with effective RZE—+tFAAA=1+H BEBEF=E
interest rate of 2.6% (31 December 2016: 1.91%), were BE2b6% (ZE—RFT+_A=1+—
repayable within one year or on demand as follows: H:1.91%) BZAR —FRXZEK
EEMRITEROT

Ayl iaes o At 31 December

2017 2016
R-E—tF RZE—RF
A==l - A =+—H

RMB’000 RMB’000
AR® T AREFIT
Bank borrowings RITER
— secured (Note) — B\ (Hiz) 54,135 111,335
— unsecured — 43 47 58,110 224,097
112,245 335,432
Note:The bank borrowings were secured by assets of the Group and et RTERBEAEENEE R
the carrying amounts of these assets are as follows: W ZEEEMNEREEMNT
At 30 June At 31 December
2017 2016
R=ZB—+t#F RZZE—RF
ANB=+H +=ZA=+—AH
RMB’000 RMB’000
ARET R ARBFT
Pledged bank deposits (Note 13) EEMRITER (A2F13) - 12,000
Bill receivable (Note 10(i) MR (H1aE100)) 86,620 -

86,620 12,000
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16 Trade and other payables 16 EZ R EMENSRIE

Aveel e At 31 December
2017 2016
R=B-—+t#F RZT—RF
AA=STH [ bl =

RMB’000 RMB’000
AR® T AREFT
Trade payables and accruals BSRENRIBERETER
— third parties —%=7 1,773,667 2,054,547
- related parties —AER 20,932 1,170
Bills payable (Note (a)) FERT 2= (H it ()
— third parties —%=7 347,826 318,154
Trade and bills payables (Note (b)) B RNFRIEMENEE
(Htatb)) 2,142,425 2,373,871
Accrued payroll et T & 35,624 50,161
Foreign currency option premium INERRREB (M)
(Note (c)) 39,834 107,409
Payable under factoring arrangement  RIFRIBZHRER £ 58
(Note 10(iii) (K1aE1000) ) 30,000 -
Receipts in advance FE U & K 112,968 8,637
Other payables and accruals Hi I R ERTE A 70,696 52,703
2,431,547 2,692,781
All of the trade and other payables as at 30 June 2017 are RZZE—+tFA=+HWHMEE
expected to be settled or recognised as income within one SREMENKIBERR —FANE
year or are repayable on demand. EXERERANBIZERKEER-
(a) As at 30 June 2017, bills payable with carrying (@ RZZFE—+F~A=+H"
value of RMB33,605,000 (31 December 2016: BREmEAARK33,605,000
RMB124,760,000), RMB35,401,000 (31 December T(ZE—RF+=ZA=+—
2016: RMB102,748,000), and RMB33,699,000 (31 H: AKR#®¥124,760,0007T) -
December 2016: nil) were secured by bills receivable, AR #35,401,0000 (=&
pledged bank deposits and other financial assets, —"NFE+ZA=+—H: A
respectively. KR #102,748,00070) X A K

#33,699,0007C (ZF — R F
+ZA=+—08 \)NENE
BESRIRERERE BHEAR
TERREMS R E EEER -

ESHME (EE)BRAT 017FRHHRE 73
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16 Trade and other payables (continued) 16 EFREMENRIE (£

(b) An ageing analysis of the trade and bills payables based
on the invoice date is as follows:

(b) HBEZAHEDHE HEMNK
B R ENEBRORE DTN :

Aeloniliger s At 31 December
2017 2016
R=2—t5 Ikt
Av=i=Rgl=l - — A =+—H

Within 3 months PR3 A AR

Over 3 months but FR@3ME A B R6E A LA
within 6 months

Over 6 months but B iEe(E A B M1F AR
within 1 year

Over 1 year tBid1F

As at 30 June 2017, the accrued trade payables which
represented the amounts with no invoice received by
the end of the reporting period date, amounted to
approximately RMB116,631,000 (31 December 2016:
approximately RMB142,943,000).

(c) Foreign currency option premium

Foreign currency option premium represented the
amount payable for entering into the foreign currency
option contracts.

ii Q Technology (Group) Company Limited Interim Report 2017

RMB’000 RMB’000
ARBT T ARETTT
1,869,484 2,046,742
149,237 182,461
3,181 896
3,892 829
2,025,794 2,230,928

RZZFE—+tFA=1+8" Bt
L SR E (BNsR & HARE B B
R WA ZHFIE) BHA
K #116,631,00070 ( = Z — X
F+-A=+—H:HARKE
142,943,0007T) °

(c) NEHEE

SNEE HRHE B S5 R SLOME HRES
HWENZE®E-
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17 Capital, reserves and dividends 17
(a) Dividends
Dividends payable to equity shareholders attributable to

the previous financial year, approved and paid during the
interim period

EX - -mEERRE

(@ BE

R B B A B A R
B3 KR 2 RS B RS
AR E

At 30 June At 30 June
2017 2016
R=F—+tF RZZT—RF
AA=+H ANA=TH
RMB’000 RMB’000
AR®BT T ARBTT

Final dividend in respect of the Bt — A EFEDRUT

previous financial year, Fh HA B R L KUK 1Y
approved and paid during KRR B B ARKI SN
the following interim period (FER3.971L)

of RMB3.5 cents equivalent (BHE=ZZF—X¥-A
to HK3.9 cents (six months =+HIEANER &)

ended 30 June 2016: nil)

The Company did not propose any interim dividend for
the six months ended 30 June 2017 (six months ended
30 June 2016: nil).

37,145 -

AR TEBZRBE_FT—+
FARA=THIEANEAREE
MRS E (BE-ZT—RFRX
A=tHIEREAR:#&) -




g be
Notes to the Unaudited Interim Financial Report S
R AR 1% P B B 755 S o B R —

(Expressed in Renminbi unless otherwise indicated) ([ 3A15BASN A A REEFIIR)

17 Capital, reserves and dividends (continued) 17 B2~ -REERKRE (&

(b) Share capital (b) BA
Authorised and issued share capital FEERBEZRITIREK
Number of
shares Amount
R E G|
’000 HK$’000
T IR THET
Authorised: EE
Ordinary shares of IR EEC.0O1E T2 L@k
HK$0.01 each 50,000,000 500,000
Number of Nominal value of
Shares ordinary shares
ROHE EEREE
'000 HK$'000 RMB’000
Fh& TET AR®FT
Issued and fully paid: ERTRAR:
At 1 January 2016 RZE—REF 1,027,945 10,279 8,132
—H—H
Shares issued under REBEERDH 13,826 138 117
Pre-IPO Share Option HE R B R
Scheme rElETRG
Shares issued for s & &7 40,000 400 356
the Placement
At 31 December 2016 and RZZE—REF 1,081,771 10,817 8,605
1 January 2017 TZA=+—-BXK
—E—+F
—R—H
Shares issued under REERLH 13,826 138 122
Pre-IPO Share Option HERIERE
Scheme sHEIETRG
At 30 June 2017 RZT—LF 1,095,697 10,955 8,727
ANA=1H

i6 Q Technology (Group) Company Limited Interim Report 2017
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17 Capital, reserves and dividends (continued)

(b) Share capital (continued)

Authorised and issued share capital (continued)

During the period, pursuant to the Company’s share
option schemes (notes (c)), options were exercised to
subscribe for 13,826,000 ordinary shares (six months
ended 30 June 2016: 8,826,000 shares) in the Company
at a consideration of RMB5,530,000 (six months ended
30 June 2016: RMB3,530,000) of which RMB122,000
(six months ended 30 June 2016: RMB74,000)
was credited to share capital and the balance of
RMB7,903,000 (six months ended 30 June 2016:
RMB5,140,000) was credited to the share premium
account. RMB2,495,000 (six months ended 30 June
2016: RMB1,684,000) has been transferred from the
share-based compensation reserve to the share premium
account. 1,949,000 options were lapsed during the
period (six months ended 30 June 2016: 93,000). As at
30 June 2017, the total number of shares which may be
issued upon the exercise of all options outstanding from
the Company’s share option schemes is 44,878,000
(31 December 2016: 52,570,000), of which 37,265,000
options are exercisable at an exercise price of HK$4.13
and 7,613,000 options are exercisable at an exercise
price of HK$6.22.

17 EX -REERE (&)

(b) W& (&)

REERCRITERA (&)

HRN - RIBEARR 2 BRERT S
(P sE(c)) - B AR BEE T LARR
513,826,000 &~ A 7] & 1B X
(BE-_Z—XRF~A=tHL
7~ {E A :8,826,0000% B 17 ) -
KB A AR ¥5,530,0007T (&
§ T /\ﬁ/\ﬂ +EJJ:/\
878 : AR¥3,530,0007T) °
h AR#122,0007T (B E = ?
—NEANB=ZTHIEANER A
R¥®74,0007T ) B 5T AR K 4
% AR ¥7,903,0007T (B ==
T XRNENA=THIEANEA:
AR #5,140,0007T) 2 5+ AR
& Bk - AR %2,495,0007T
(%5_3 /\EE/\H_—'—E_U:
NE A AR ¥1,684,0007T)
B HRARG AERSEERE
HRER G HER - 1,949,000
MEREERBRRK (HE=
T-XRNENA=THIEAMEA:
93,00017) e —ZE—+F XA
=+H - RARAZERES
BT ZHRAERMKITHEERE
BITER TRITZRMEBH
£44,878,0000 (—ZF — N F
+=A=+—H:52,570,000
A% ) - H F37,265,00017 B8 A% 4
A4 L 2T EEITHFE R
7,613,00017 % % 4 1] 126.227%
TCZATEBITEE

ESRE (RE)ERAT 017EREES 77
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17 Capital, reserves and dividends (continued)

78

(c)
U]

(ii)

Equity settled share-based transactions

Shares issued under Pre-IPO Share Option
Scheme

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

2016 Share Option Scheme

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

(iij) 2017 Share Option Scheme

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

Q Technology (Group) Company Limited Interim Report 2017
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(Expressed in Renminbi unless otherwise indicated) (b 2 AERAIN AAREFR)

18 Fair value measurement of financial

18 €T ENAFETE

instruments

(i

Financial instruments carried at fair value

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

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

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

Level 3 valuations: Fair value measured using significant
unobservable inputs

The Group has a team headed by the assistant chief
financial officer performing valuations for the financial
instruments. The team reports directly to the chief
financial officer. A valuation report with analysis of
changes in fair value measurement is prepared at the
end of each reporting period, and is reviewed and
approved by the chief financial officer.

(i)

ESARHE: (RE) AR AR 2017FF HRE

BAVEIRNEMTA

TREINAGEESBTANR
FE ZFeMIARBEHR
RSB REEFE YO BRE
PR B 75 s R385 A B
HEMAEN=RATERE-
KAFEFEDENERDE
SEMTEET AR E AR
BHABERMERERMRET

BAREE : e RER AN
& (R ERRREEREH
BTE BT RS B R E) T
SNATE

Ba2fb(E  EAER2E AR
(BRI BRIN AT B R &
ABE) BYRERERNAE
R ABIBTEN R TE AF
BERBARBEREDTSRIEN
W AR

BASEE: EMERTABRR
BWABIBEAENATE

AEEE—ERPHREE
TENBEBRE SR T AETR
B-ZEGERRYBEER
FoREBBMEMREHMARF
B EZHOMOMEERS XL
P B 7% 48 BE 2 B S b
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(Expressed in Renminbi unless otherwise indicated) (& 28N AAREEFIR)

18 Fair value measurement of financial 18 TR T AN AFEE
instruments (continued) (%)
() Financial instruments carried at fair value () BRAFEIERNEHITE (Z)
(continued)

Fair value measurement
as at 30 June 2017 categorised into
RZZB-—t5 AZ+ENATEAFELER

At

30 June
2017 Level 1 Level 2 Level 3

R=B—t&
AA=TH [E &1 [E &2 B &3
RMB’000 RMB’000 RMB’000 RMB’000
ARET R ARET R ARBT T ARBT R

Assets: BE:
Derivative financial assets TEeméE
— Foreign currency forward —SMNEERHEH
contracts 211 - 211 -
- Foreign currency option - NEHEED
contracts 37,946 - 37,946 -
Other financial assets HEepiE 445,510 - 445,510 -
Liabilities: afE:
Derivative financial liabilities T4 B & &
— Foreign currency forward —SMNEERHAEH
contracts 17,396 - 17,396 -
Fair value measurement
as at 31 December 2016 categorised into
RZE-—AFTZA=T—ANATFEHESNEAR
2016 Level 1 Level 2 Level 3
—E-RF [E &1 B2 B#3
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETFT ARETF T ARETF T
Assets: EE:
Derivative financial assets THeREE
~ Foreign currency option —SNEEEAD

contracts 126,867 - 126,867 -




ed Interim Financial Report

T R R RS M

(Expressed in Renminbi unless otherwise indicated) (% 285N A A REEFITR)

18 Fair value measurement of financial
instruments (continued)

(i) Financial instruments carried at fair value
(continued)

The observable inputs for valuation of foreign currency
forward and option contracts in Level 2 were described
in Note 12.

(ii) Fair value of financial assets and liabilities
carried at other than fair value

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost are not

materially different from their fair values as at 30 June
2017.

19 Commitments

(a) Capital commitments

Capital commitments outstanding not provided for in the
interim financial report were as follows:

18 €M T AN A FEE
(%)

() BAFEIENESMIA (£)
DERE F2H) HNE = B I HA A
B4 HEEMFEANABRE
ANBEEH N M EE12 ©

(i) MHFERAFEIENESHMEER
EENLAEE

IR & B ¥ AR AN B B 8 A AR A BR
e TEMEmEEEIR -
E—+HFNA=ZTHHAFE
WEEBKRKER -
19 HIE
(a) BEAREE

MAEEZEARNTHYBRE L
BAHRBENEARENT

Aureloniliger s At 31 December

Contracted for BET4Y

2017 2016
R-ZB—t#F KRB
ARl T A=+ —H
RMB’000 RMB’000
AR® TR AREFTT
67,843 51,103
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(Expressed in Renminbi unless otherwise indicated) (& 28N A A REEFITR)

19 Commitments (continued) 19 &g (&
(b) Operating lease payments (b) REHEMNIR
The total future minimum lease payments under non- BIETAREEERAOEMND
cancellable operating leases were payable as follows: ARFEHEHENTBZEWNT -

AveloR s At 31 December
2017 2016
R=-ZE—tF RZE—RF
AA=STH [yl =!

RMB’000 RMB’000

AR® TR ARETTT

Within 1 year 1F R 3,421 1,969

After 1 year but within 5 years 1412 BR5E R 4,553 1,477

Total st 7,974 3,446
The Group leases a number of properties under NEFBREREKLEHALHEE 2B
operating leases. The leases typically run for an initial ME-HL—MIF REIE2
period of 1 to 2 years, at the end of which period all F BRI R EAHRERN
terms are renegotiated. None of the leases includes EE - AN T ERAEL -

contingent rentals.
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(Expressed in Renminbi unless otherwise indicated) (b 2 AERAIN AAREFR)

20 Material related party transactions 20 EXREBARS
In addition to the related party information disclosed MBI mREME D IEER R
elsewhere in these financial statements, the Group entered BHERIN REEFTIUATEKXR
into the following significant related party transactions: FEE: R 5
Name of related parties Relationship with the Group
MBS £8 HEAKBENE R
- Heyuan CK* (‘BB Al BE BT & OnJR) BR A F)) Controlled by Mr. He Ningning
—ARAER ([AErBERMRE CTR)BRAAF]) FR {n] 8 5 S AR 4
— Guangzhou CK Telecom Limited (“Guangzhou CK”) Controlled by key management of the Group
(‘BMPERBERMEREER AT
—BMNARERMREERAR ([EMEA]) HASEFZERASEZES
— Van Telecom Limited (“Van Telecom PRC”) Controlled by Mr. He Ningning
(‘MELBHRAR AR
—MELRIFRAERAR ([MELRHRFAE]) Fh {A] 8 8 S AR 1
— C-Flex Electronic (Heyuan) Ltd.* (“C-Flex Electronic”) Controlled by Mr. He Ningning
(AEEF OCITR)BERRAR
TEFOTR)BRATD(TALETETF]) FR {n] 8 5 S AR 4
— CK Telecom Asia Pacific Ltd Controlled by Mr. He Ningning
—CK Telecom Asia Pacific Ltd B fA] 28 28 S A
— Chengdu CK Technology Limited* (“Chengdu CK”) Controlled by Mr. He Ningning
(‘BEBFERI BRI BR Q)
—KEA AR BR AR ([AKEFEA ) P fr] %8 %8 5T A
— Huizhou Youhua Micro Electronic Technology Controlled by Mr. He Ningning
Company Limited* (“Huizhou Youhua”)
—BEMNEEMEFRRBRAR ([EMRE]) Fh {A] 8 8 S AR 1
— C-Flex Electronic (Huangshi) Ltd.* Controlled by Mr. He Ningning

(“Huangshi C-Flex Electronic”)
(EAAEEFREBERAG

—EAREEFRBEBERAG([EAAEET]) PR R 38 %8 S A 4R )
*  The English translation of the companies’ names is for reference O RERREBIAXPRERZE Z
only. The official names of these companies are in Chinese. ERAMERNBEAP -

ESRRHE (EM)ARAF 2017E R MEs 83
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(Expressed in Renminbi unless otherwise indicated) (& 28N AAREEFIR)

20 Material related party transactions

(continued)

(a) Transactions and balances with related party

20 EXBBMAERS (&)

(a) HEBLSNXZ KRG

Six months ended 30 June
BZEAA=+HLA<MEA

Sales of products to
— Heyuan CK

Purchases of products from
— C-Flex Electronic
— Huizhou Youhua
— Van Telecom PRC

Rental expenses to
— Chengdu CK
— Van Telecom PRC

EmET
— AR PE A]

EE
~mEET
~ MR
— I R

XNHEERXT
— B ER PR ]
— M R

2016

—E—RF

'000

ARBTT

34,618 22,592
13,189 2,124
5,610 -
3 —
18,802 2,124
65 65
1,827 -
1,892 65
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(Expressed in Renminbi unless otherwise indicated) ([ 57 15BA5N A A R#EFIIR)

20 Material related party transactions 20 EXBEBARS (&
(continued)
(b) Balances with related parties (b) EEEEEE S Z&eR
As at 30 June 2017 and 31 December 2016, the Group RN—_E—+t+FA=+EHEZ
had the following balances with related parties. E—-XNEFE+-_A=+—H K&

B EEEARE T B LA T AR
(i) Due from related parties () FEWKBIE S

ANeeloliligs | At 31 December
2017 2016
R=-B—tF RZE—RF
av:=ag =l - A=+—H

RMB’000 RMB’000
ARETx AREFIT
Trade-related g 5 1HE
Trade receivables 2 5 rWHRIE
- Heyuan CK (Note 10) — AR R] (B7aE10) 23,585 3,894
(i) Due to related parties (i) BB
el At 31 December
2017 2016
R=-TB—+t& NZZT—RE
AV-=R =l - =+—H
RMB’000 RMB’000
AR T ARBETFIT
Trade-related Z 5 HE
Trade and bills payable B ZREMNRIARENEE
— C-Flex Electronic —AEET 15,202 1,170
— Huizhou Youhua —BMERE 5,727 -
- Van Telecom PRC —MEZ R 3 -
20,932 1,170
The amounts due from/to related parties as at 30 RZE—+tFXA=THRK
June 2017 and 31 December 2016 were expected —E-RF+ZH=+—
to be recovered/repaid within one year. B - FEUR e A B 5 F0E
FEHER—FRKE B
‘Zﬁ °

ESME (£E)ERAT 2017¢i,h;q$&% 8i
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(Expressed in Renminbi unless otherwise indicated) ([ 3A15BASN A A REEFIIR)

20 Material related party transactions 20 EXBEBARS (&)
(continued)
(c) Key management personnel remuneration (c) TEEE AEFH M
Key management personnel are those persons holding FTEEBEABEETEE XA
positions with authority and responsibility for planning, BEREHRE  BERIESAKE
directing and controlling the activities of the Group, EEMENDEEE ZBEHA
directly or indirectly, including the Company’s directors. T BREARRESE-

Six months ended 30 June
BEANA=+tHLAMEA

2017 2016
—E—tF —ZE—RF
RMB’000 RMB’000
AR®B TR ARETTT
Wages, salaries and other TE -Ha kHEMEF
benefits 3,235 1,329
Contributions to FLE M FGRIRET B4R
defined contribution
retirement scheme 33 35
Share-based payments ARt B ETE AT 3R 659 50
3,927 1,414
The above remuneration to key management personnel FTREZEBEABTMERTE
is included in “staff costs” (Note 5(b)). TAKA] (HaEsm)) °

8 6 Q Technoloil |Groui| Comianl Limited Interim Reiort 2017
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(Expressed in Renminbi unless otherwise indicated) (b 2 A AN AAREFR)

21 Possible impact of amendments, new 21 HE=-ZE—tHFxA=1H
standards and interpretations issued but IE51E B B B R REK
not yet effective for the six months ended HIEET - FHET R R 2B A
30 June 2017 REEE
A number of amendments and new standards are effective AT RFTER S —+F
for annual periods beginning after 1 January 2017 and earlier —A—HZBABNEE BB ER
application is permitted; however, the Group has not early BAHFRAEE: A ~NEERR
adopted any new or amended standards in preparing this B K db BA B 765 3R 4 B I SRR B EE 4R
interim financial report. AT RT S AHE T AR
The Group has the following updates to the information AEBH F—FEBERRAEAE
provided in the last annual financial statements about the R e A EBGAVEREREL
possible impacts of the new standards issued but not yet BARATERNDEME SR AL B E
effective which may have a significant impact on the Group’s Bl nfee s ZENERELE T E
consolidated financial statements. e
IFRS 9, Financial instruments B EREERFES €MITAHE
IFRS 9 will replace the current standard on accounting ERBF S SR A A B FEOSF I H X B 8
for financial instruments, IAS 39, Financial instruments: TR T EEEEAENRA XL
Recognition and measurement. IFRS 9 introduces new BRastER|EI9 M T A #F
requirements for classification and measurement of financial ARG E o BIRR B &5 2 B 550557
assets, calculation of impairment of financial assets and SIADERFESsREE FTES
hedge accounting. On the other hand, IFRS 9 incorporates MEERBENYFPSARTE -
without substantive changes the requirements of 1AS 39 for 5 — 7 HE - BIRE R & R SE o5
recognition and derecognition of financial instruments and the ADNIEI &N R RET] e
classification of financial liabilities. PO AR LRREBRESHT

BENERBESENMATE-
The Group has decided not to adopt IFRS 9 until it becomes AEBRTEEBRBRITEREERF
mandatory on 1 January 2018. Expected impacts of the new FER T N\F—H—HgH 4
requirements on the Group’s financial statements are as AT ESRNZER R EHKRE
follows: B BmENEHRLZENT
(a) Classification and measurement (a) ZERE
IFRS 9 contains three principal classification categories RS EERESE RIS
for financial assets: MEEN-EFESELE:
measured at (1) amortised cost, (2) fair value through (IR # AR 218 A FEET
profit or loss (FVTPL) and (3) fair value through other AERH (EAFEEAEZS)
comprehensive income (FVTOCI) as follows: M@ AFEFAEMLZAE U
m(BEAFEFAEMEZAEK
wm)FTEWT:

SRR (EM)ERAT 20178 R Es 87
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(Expressed in Renminbi unless otherwise indicated) (k2 A AN AAREFIR)

21 Possible impact of amendments, new 21 BE=F—tF<A=1H

standards and interpretations issued but 1738 B B EMmERRER
not yet effective for the six months ended AIEET - el ZERI R 2R T
30 June 2017 (continued) REE & (7

IFRS 9, Financial instruments (continued) B EHREERFER €I A

(a) Classification and measurement (continued)

The classification for debt instruments is determined
based on the entity’s business model for managing
the financial assets and the contractual cash flow
characteristics of the asset. If a debt instrument
is classified as FVTOCI then effective interest,
impairments and gains/losses on disposal will be
recognised in profit or loss.

For equity securities, the classification is FVTPL
regardless of the entity’s business model. The only
exception is if the equity security is not held for
trading and the entity irrevocably elects to designate
that security as FVTOCI. If an equity security is
designated as FVTOCI then only dividend income
on that security will be recognised in profit or loss.
Gains, losses and impairments on that security
will be recognised in other comprehensive income
without recycling.

(%)
(a) DER:E(E)

e EBITAEZNBIHERER
EETREENEBERALR
ZEBEEMANBRTRISHM
BE-MEBILESBERK
NHEFAEMEE KSR
B RAERED RERLY
Ela BRI N B AT

7
e

o HMRAFEHRME 7
RAMBEHRAGDES
WA EABmTE H
BB I IEFHER B R
BRI RE b R A48 T &
EHFRRAFEFARLE
s 5T 2 RIS o fim BA
EHEEE R R ATERA
Hib2miamstE - BIEZX
BB A R ERA

)

D 3

ot
2

@
=
3|

R -ZEH W BE
KRB # E 2 Tz A
FER B AR -

RV RHE - NEEBEHER
By 12 3 S A RN S 3R X EET A
BRAEZESREESNEMN
BIER B 75 o & E R SEOSR 1R AR
HEAZDBRFE-

Based on the preliminary assessment, the Group
expects that its financial assets currently measured
at amortised cost and FVTPL will continue with their
respective classification and measurements upon the
adoption of IFRS 9.

8 8 Q Technology (Group) Company Limited Interim Report 2017
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21 Possible impact of amendments, new 21 HE=-ZE—tHFxA=1H
standards and interpretations issued but 1738 B B EfmERRER
not yet effective for the six months ended HIEET - FHET R R 2B A
30 June 2017 (continued) g & (&

IFRS 9, Financial instruments (continued) BB ERERERFOR /T H
(#%&)
(a) Classification and measurement (continued) (@) HBERE(E)

With respect to the Group’s financial assets currently
classified as “available-for-sale”, these are investments
in debt instruments which the Group may classify as
either FVTPL or FVTOCI on transition to IFRS 9 based
on the entity’s business model for managing the financial
assets and the contractual cash flow characteristics
of the asset. Either classification would give rise to a
change in accounting policy as the current accounting
policy for available-for-sale equity investments is to
recognise fair value changes in other comprehensive
income until disposal or impairment, when gains or
losses are recycled to profit or loss. This change in
policy will have no impact on the Group’s net assets and
total comprehensive income but will impact on reported
performance amounts such as profit and earnings per
share.

The classification and measurement requirements for
financial liabilities under IFRS 9 are largely unchanged
from IAS 39, except that IFRS 9 requires the fair value
change of a financial liability designated at FVTPL that
is attributable to changes of that financial liability’s own
credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
may not have any impact on the Group on adoption of
IFRS 9.

AKE BRI DB AIHH
EIMNEREEMS  HFAN
SENBEEREMNKREE
AIEEREEREESRE
ENEBRANZEENELD
BeRBHMAgEIBR/RA
FEFABRIIRAFEA
HipzmPammEs TARE -
EH—E“@WA HERTHK
RHBRED ARAIHEERK
REZEMEARR TN
SEBRRELBEEREEMLE®
WHERATEZHEELE
SOR(E WA E BT
AEBEEFELREER LA
BELRE ESZELNNRE
BAENESHRRAEHE -

BRSEHREENFEORARAE
BABZOENMESR T HEE
& A E R F39RAEBE KRR
FAAE HEBIPRE RS RIS
Qﬁﬁml? %Eﬁﬁ@ﬁk
BRTEZCERABEER
BEEMEHHER ?ﬁm@2$
2 TR E A 2 E W E AR (B
SEHOREERSG) AKER
B I EAE AT 5 € R A FER
ABm@GtEZERAE At
AR 40 BB B 7% R &5 HE RSB 95k
B ZHRE NS HARBEER
ERCEZ X

RSB (M) ERAT 017FvHEs 89
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21 BE=ZF-—tFXA=TH
b 7B A B 28 e HE 1 R4
E’J1I£*T A ZRI R RENT

54/ = (ﬂ/\

21 Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)

BRI R E LR TR SMT A
(#%)

IFRS 9, Financial instruments (continued)

(b) Impairment (b) HtE

B0 % B 755 e o R BB 9% 2 F R

The new impairment model in IFRS 9 replaces the

90

“incurred loss” model in IAS 39 with an “expected credit
loss” model. Under the expected credit loss model, it will
no longer be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an entity
is required to recognise and measure expected credit
losses as either 12-month expected credit losses or
lifetime expected credit losses, depending on the asset
and the facts and circumstances. This new impairment
model may result in an earlier recognition of credit losses
on the Group’s trade receivables and other financial
assets. However, a more detailed analysis is required to
determine the extent of the impact.
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21 Possible impact of amendments, new 21 BE=F—tF<A=1H
standards and interpretations issued but IE51E B B B R REK
not yet effective for the six months ended FIEET - FTeT ZERI R 2R T
30 June 2017 (continued) REE & (7
IFRS 15, Revenue from contracts with customers HMR A G SREERFE155 RERFE

=L
IFRS 15 establishes a comprehensive framework for BU PR BA FS s &5 #E R FE 1658 @2 7 T 1E
recognising revenue from contracts with customers. IFRS 15 RRERBPAYNENEMEIES -
will replace the existing revenue standards, IAS 18, Revenue, BREFFE s R E155E AR IRA
which covers revenue arising from sale of goods and Wz 2RI - BB &5+ 2 RIE 1858
rendering of services, and IAS 11, Construction contracts, Wz (BEEEEY MIEHRGH
which specifies the accounting for revenue from construction EAkzZ) MEER e %R 11
contracts. The Group is currently assessing the impacts of R LA (FSTHEESHKZED
adopting IFRS 15 on its financial statements. Based on the BERERE) c REBR EF AR
preliminary assessment, the Group has identified the following 4N B PR B 78 w5 #E B 51558 ¥ H B
areas which are likely to be affected: BHRRZFE -BEVTTE A%

BMEHRANAREREE 2@ :

a. Timing of revenue recognition a WnERZEE
Currently, revenue arising from the provision of services BBl IRERGET SIS Ty IR
is recognised over time, whereas revenue from the sale MR MEHEEYMMEREB
of goods is generally recognised when the risks and ERETAEERR kO HRERE T
rewards of ownership have passed to the customers. BERMER -
Under IFRS 15, revenue is recognised when the BiIEE S BREERES
customer obtains control of the promised good or WS N B P ESES X 2 FRHE
service in the contract. IFRS 15 identifies 3 situations EWEIRFS 21| SR -
in which control of the promised good or service is PREFFE RS B FE15EETE T
regarded as being transferred over time: AT S EAGEEY SRS 215 &
BEGAEREER 2 =E1F
W
(@) When the customer simultaneously receives and () ERFREREBARRRE
consumes the benefits provided by the entity’s SRERAETERBAMEMR
performance, as the entity performs; F 25 B

ESARHE: (RE) AR AR 2017FF HRE 91
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Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)

IFRS 15, Revenue from contracts with customers
(continued)

a. Timing of revenue recognition (continued)

(b)  When the entity’s performance creates or enhances
an asset (for example work in progress) that the
customer controls as the asset is created or
enhanced;

(c) When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under IFRS 15 the entity
recognises revenue for the sale of that good or service at a
single point in time, being when control has passed. Transfer
of risks and rewards of ownership is only one of the indicators
that will be considered in determining when the transfer of
control occurs.

As a result of this change from the risk-and-reward approach
to the contract-by-contract transfer-of-control approach,
it is possible that once the Group adopts IFRS 15 some
of the Group’s contract the point in time when revenue is
recognised may be earlier or later than under the current
accounting policy. However, further analysis is required to
determine whether this change in accounting policy may
have a material impact on the amounts reported in any given
financial reporting period.

Q Technology (Group) Company Limited Interim Report 2017

21 22

175 1E A B 985 e SR A 3K
E’Jﬂk;]t (%ﬁATLiEEU&%EE’QEI

(= Ve — |

BB EREERFE15%  REEF

=] n’] I‘l&ﬁ (ﬁm)

a. WaEHERZERE (&)

%}ETI%IZQE(ZZDE@_I

2) B

BN ERTHE
SRAERRBCEE "
ZERHICS TR ZIEY
A B A AT RIS o

E

T m AR OBk
»ﬂi
$} nu | BB

fia & 49 16 zk&‘éﬁf/ﬁibi@T\%%E
MazE =B R REBEERMH
#&%ﬁﬂﬂ%wsﬁ ERREX—HEE
HﬁF‘ﬁ%(Eﬂ? BT ) 388 & %
B IR R W AR - FT B R R
LEkeBRERNETZEESE
BRERKEENES —HER-

IIP

AR B N B BOR R iR & A8 &
BHrEE —BEAKERAE
R BREERFIGH RAEE
++:F|:|n/]ﬁ'ﬁ J’I&Zﬁ_ﬁﬁﬁwuzﬁ‘fﬁﬂgﬁ
A BERIRIBIR B Gt RR 2K
REARAISKIEIE - AT BEBHESR
Eﬁzﬁﬁ@baz"\iﬂiﬂ%iﬁﬁ‘“iﬁ
THRZ2RZ S RBEAFENA
FFE— DM



Notes to the Unaudited Interim Financial Report
KB B % P H R EMEE

(Expressed in Renminbi unless otherwise indicated) (b 2 A AN AAREFR)

21 Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)

IFRS 15, Revenue from contracts with customers
(continued)

b.

Significant financing component

IFRS 15 requires an entity to adjust the transaction price
for the time value of money when a contract contains a
significant financing component, regardless of whether
the payments from customers are received significantly
in advance or in arrears.

Currently, the Group would only apply such a policy
when payments are significantly deferred, which is
currently not common in the Group’s arrangements with
its customers. Currently, the Group does not apply such
a policy when payments are received in advance.

Advance payments are not common in the Group’s
arrangements with its customers. In this situation, the
group may offer buyers a discount compared to the
sales price payable, provided the buyer agrees to pay
the balance of the purchase price early.

Currently, the revenue from sales of goods is recognised
when the risks and rewards of ownership have passed
to the customers, measured at the amount received from
the customer, irrespective of whether the customer pays
early or on completion. However, under IFRS 15 such
advance payment schemes are likely to be regarded as
including a financing component.
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21 Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)
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IFRS 15, Revenue from contracts with customers
(continued)

b.

Significant financing component (continued)

The Group is in the process of assessing whether this
component in the Group’s advance payment schemes
would be significant to the contract and therefore
whether, once IFRS 15 is adopted, the transaction
price would need to be adjusted for the purposes of
recognising revenue. Any adjustment to the transaction
price under IFRS 15,
result in interest expense being recognised to reflect
the effect of the financing benefit obtained from the
customers, with a corresponding increase to revenue

if considered necessary, would

on sale of goods recognised when control of goods is
transferred to the customer.

Sales with a right of return

Currently when the customers are allowed to return the
products, the Group estimates the level of returns and
makes an adjustment against revenue and cost of sales.

The Group expects that the adoption of IFRS 15 will not
materially affect how the Group recognises revenue and
cost of sales when the customers have a right of return.
However, the new requirement to recognise separately a
return asset for the products expected to be returned will
impact the presentation in the consolidated statement
of financial position as the Group currently recognise a
net return provision for the expected returns, instead of
recognising a separate asset.
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21 Possible impact of amendments, new

standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)

IFRS 16, Leases

Currently the Group classifies leases into operating leases
and accounts for the lease arrangements, depending on the
classification of the lease. The Group enters into leases as the
lessee.

IFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under
a lease. However, once IFRS 16 is adopted, lessees will no
longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease
the lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will recognise
interest expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses
incurred under operating leases on a systematic basis over
the lease term. As a practical expedient, the lessee can elect
not to apply this accounting model to short-term leases (i.e.
where the lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses would
continue to be recognised on a systematic basis over the
lease term.
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Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the six months ended
30 June 2017 (continued)

IFRS 16, Leases (continued)

IFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application of
the new accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the timing of
the expense recognition in the statement of profit or loss over
the period of the lease. At 30 June 2017 the Group’s future
minimum lease payments under non-cancellable operating
leases amount to RMB7,974,000 for properties, the majority
of which is payable either between 1 and 5 years after the
reporting date. Some of these amounts may therefore need
to be recognised as lease liabilities, with corresponding right-
of-use assets, once IFRS 16 is adopted. The Group will
need to perform a more detailed analysis to determine the
amounts of new assets and liabilities arising from operating
lease commitments on adoption of IFRS 16, after taking
into account the applicability of the practical expedient
and adjusting for any leases entered into or terminated
between now and the adoption of IFRS 16 and the effects of
discounting.

IFRS 16 is effective for annual periods beginning on or after
1 January 2019. The Group has decided not to early adopt
IFRS 16 in its 2018 consolidated financial statements.
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