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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2019

The board (the “Board”) of directors (the “Directors”) of Asialnfo Technologies Limited (the
“Company” or “Asialnfo Technologies”) is pleased to announce the unaudited consolidated
interim results of the Company and its subsidiaries (collectively, the “Group”) for the six
months ended 30 June 2019 (the “Reporting Period”).

INTERIM RESULTS HIGHLIGHTS

Unless otherwise specified, the profit or loss data mentioned in this announcement are all
generated from continuing operations of the Group.

* Revenue of the software business amounted to approximately RMB2,476.9 million,
representing a year-on-year increase of 13.7%, where our growth rate continued to reach
new heights.

* Gross profit amounted to approximately RMB868.5 million, representing a year-on-year
increase of 31.2%, and our gross margin amounted to 35.0%, representing a year-on-
year increase of 4.8 percentage points, where our profitability continued to improve.

* Adjusted net profit' amounted to approximately RMB254.7 million, representing a year-
on-year increase of 26.9%, and adjusted net profit margin' was approximately 10.3%,
representing a year-on-year increase of 1.1 percentage points.

e The Company had changed the employee supplemental insurance benefits from being
an annual single premium to monthly payments, which resulted in the timing difference
that caused a significant change in the cash flows from operating activities. The net
cash outflow from operating activities amounted to approximately RMB358.2 million,
representing a year-on-year increase of 89.0%. After eliminating the said timing factor,
the net cash outflow from operating activities was broadly stable year-on-year.

Note I: To facilitate comparisons of the overall operating performance of the Company in different periods,
certain non-recurring, non-cash or non-operating items, which were not indicative of our operating
performance, were excluded. Adjusted net profit and adjusted net profit margin from continuing
operations are not measures required by, or presented in accordance with, HKFRS (as defined below)
and are unaudited figures. The use of these measures has limitations as analytical tools, and you should
not consider it in isolation from, or as a substitute for analysis of, our results of operations or financial
condition as reported under HKFRS. Please refer to “MANAGEMENT DISCUSSION AND ANALYSIS

— Non-HKFRS Measurement Indicators” for more details.
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CHAIRMAN'’S STATEMENT
Dear Shareholders,

During the first half of 2019, the Ministry of Industry and Information Technology of China
issued 5G commercial licenses, which marks that China has formally stepped into the first
year of commercial 5G, and that the technologies and business innovations for 5G have
also entered into an important stage. As a close partner with telecom operators and a digital
transformation enabler of large enterprises, Asialnfo Technologies actively embraces the
scientific and technological revolution and industrial transformation brought by the 5G era
and seeks for new opportunities of development.

During the Reporting Period, the Company had adhered to the strategy of “Three New, Four
Abilities” (= #7VUfE) as its guideline, committed to leveraging its abilities in products,
services, operation and integration to source new customers, create new businesses and
explore new models, and adopted the business strategy of “One consolidation, Three
developments” (—#[&] > —¥¥J£) as its growth driver, in order to continuously reinforce
its leading position in the telecom software and service market, make a breakthrough in 5G
intelligent network business, achieve scale development in data-driven operation business,
realize focused development in software and service for large enterprise customers, accelerate
the process of business explanation, and continuously and stably improve its profitability.

On behalf of the Board, I hereby present the interim results of the Company for the six months
ended 30 June 2019 to the shareholders of the Company (the “Shareholders”).



OVERALL RESULTS

During the first half of 2019, the Company’s results of operation maintained a healthy growth
and its revenue from software business also maintained a double-digit growth, increased by
13.7% as compared with the corresponding period of last year to approximately RMB2,476.9
million, of which, revenue from data-driven operation services sustained a rapid growth by
being more than doubled as compared with the corresponding period of last year. The adjusted
net profit amounted to approximately RMB254.7 million, representing an increase of 26.9%
as compared with the corresponding period of last year, and the adjusted net profit margin was
10.3%, representing an increase of 1.1 percentage points as compared with the corresponding
period of last year, showing our continuous improvement in profitability. The use of adjusted
net profit from continuing operations is to easily compare the operating performance of the
Company between periods. In view of this, we have eliminated the impacts of certain non-
recurring, non-cash or non-operating items. Such impacts include share-based compensation
expenses, amortization of intangible assets arising from acquisition, interest expenses from the
privatization syndicated loan, exchange gain and loss, and the listing expenses. The adjusted
net profit and adjusted net profit margin referred to in this announcement were adjusted
pursuant to the principles as set out above.

The Board, after taking into full consideration of various factors including the profitability,
cash flow level and future development capital needs of the Company, decided not to declare
interim dividend for the Reporting Period and proposed to maintain the guideline of setting
the dividend payout ratio of not less than 40% for the year 2019.

BUSINESS REVIEW

Solid leading position in the operators’ market and helping the operators’ transformation
and upgrade towards 5G

During the first half of the year, the Company continued to expand its input on business
support, 5G intelligent network, scenario charging and billing, big data and artificial
intelligence (“AI”), contributing to operators’ steadily growing market revenue, and further
strengthened our leading position. We deeply participated in the centralized reform of telecom
operators, undertook more and more centralized construction projects, and strived to keep
core competitiveness in the business support systems (“BSS”) domain. We supported the
operators’ specialized companies in operation by offering them a variety of software products
and services and helping them develop new business. In this regard, the “Phoenix Tree:
Centralized Big Data Paa$ platform” (#5 il 4E 11t K #i#EPaaS¥- &), jointly developed by the
Company and China Mobile, assisted China Mobile in obtaining the honor of “Outstanding Use
of TMF Assets Reward” (FxfETMF& & i /1 8%), and participated in 3 catalyst projects of the
2019 TeleManagement forum. In addition, we also deployed the business model of “platform
+ business application + operation” to support operators with the abilities in operating the
Internet of Things platforms, continuously expanding the market of telecom operators. As of
30 June 2019, the Company provided services to 225 telecom operator customers, representing
an increase of 6.1% as compared with the corresponding period of last year, and achieved a
customer retention rate of over 99%. In the first half of the year, the revenue from operators
amounted to approximately RMB2,408.4 million, representing an increase of 13.9% as
compared with the corresponding period of last year.



Actively expanding large enterprise customer market and enabling different sectors for
digital transformation

During the first half of the year, the Company actively enhanced its market shares in the non-
telecom large enterprise customer market, continuously focused on the key industries such
as postal, cable TV, banking, insurance, power grid and automobile, and assisted enterprises
in building abilities in middle-end data platform to push forward the process of digital
transformation. During the Reporting Period, the Company launched a customer relation
management (“CRM”) system for China Post and continuously obtained big data and other
project orders from China Post’s provincial company. It also successfully launched a customer
center hub project and helped achieve stage milestones in its CRM system for insurance
companies. We assisted banks in building middle-end data platforms, and had obtained
DevOps platform building orders from several commercial banks. Moreover, the Company
strengthened the strategic cooperation with a grid corporation, assisting it in building middle-
end data platforms. The AISWare DataOS big data asset management platform of the
Company was awarded the “Best Big Data Product (5% K% % )~ by the China Academy
of Information and Communications Technology. As of 30 June 2019, the Company provided
services to 43 non-telecom large enterprise customers, representing an increase of 34.4% as
compared with the corresponding period of last year, and achieved a customer retention rate of
over 99%. In the first half of the year, the revenue from large enterprise customers amounted
to approximately RMB58.3 million, representing an increase of 20.9% as compared with the
corresponding period of last year.

Rapid growth in the scale of data-driven operation brings sustainable doubled growth in
revenue

During the first half of the year, the Company had actively explored the innovative application
of the business models of data-driven operation in different industries, and built an ecosphere
of data-driven operation with operators and cross-sector customers, which helped to enrich
data sources in different dimensions, dig up data value, contribute to the cooperation of
various parties and achieve a win-win situation. During the Reporting Period, we explored
not only customers from different sectors, but also service models such as the “platform +
operation” model that had provided operators and several large enterprises with WeChat
official account matrix operation service, bringing a significant increase in the number of
customers of the platform. We provided specialized companies with data-driven operation
value-added services, helping to develop new business. By joining hands with customers from
industries such as “operator + insurance”, “operator + IPTV (Internet Protocol Television)”,
we conducted accurate big data marketing. We obtained new energy digitalized project from
the grid corporation. Furthermore, we offered data-driven operation service to automobile
enterprises such as Changan Automobile and BYD Company Limited, helping them attract
steadily growing users. During the Reporting Period, data-driven operating services achieved
a revenue of approximately RMB55.5 million, and both the revenue and new orders were more
than doubled as compared with the same period last year, representing our continuous scale
expansion.



Developing OSS domain intelligent network products and securing our first order

With the virtualization of telecom operator network in the 5G era, works in traditional
operations support systems (“OSS”) domain such as network management, network
maintenance and network optimization will be gradually planned and performed by software.
In the future, the scenarios and data in the BSS domain and OSS domain will definitely
be integrated. While cultivating the traditional BSS market, Asialnfo Technologies is
also actively seeking new opportunities for development. By combining its technological
advantages in the coordinated field of Al in communications and BSS/OSS, the Company
has launched 5G intelligent network products, including network mapping software, network
optimization software, network customer experience (CEM) software and network functions
virtualization (NFV) network management and planning software. In this way, we thoroughly
connect the BSS domain with the OSS domain to assist telecom operators in improving
the capabilities and values of their networks and optimizing service quality with focus on
customer experience and network quality. We continue to collaborate with the research
organizations or provincial companies under the three major operators to carry out pilot
cooperation. So far, we have conducted 4/5G commercialization collaboration with operators
in 9 pilot areas and secured our first order in the 5G intelligent network project.

Intensifying efforts in research and development and launching new products of the 5G
series

With the advent of the 5G era, the Company continues to intensify research and development
efforts, speed up technology and product innovation and build the leading 5G network and
business supporting capabilities, laying a solid foundation for operators and other industries
to upgrade and transform towards the 5G era. During the first half of the year, based on
the technology philosophy of “full domain visualization, full domain intellectualization,
full domain perceptual”, the Company had developed leading 5G commercial software and
application solutions, launched key products of the 5G series, including 5G full domain Al
product (AISWare AI?), 5G scenario charging and billing product (AISWare 5G Billing)
and 5G PaaS platform product (AISWare Asialnfo Infrastructure Foundations (AIF), 5G
intelligent network product (AISWare Network Intelligence), 5G big data product (AISWare
5G BigData), and Open-source database product (AISWare AntDB). The two communication
standard proposals submitted by the Company to the European Telecommunications Standards
Institute (ETSI) had been reviewed and accepted by the international standardization
organization. In addition, the Company has officially become a member of the Global System
for Mobile Communications Alliance (GSMA), and will build a mobile ecosystem with joint
efforts from global telecom operators and our partners in the industry.

LOOKING FORWARD

The 5G era is a new era full of new opportunities. After entering into this new era, Asialnfo
Technologies will continuously adhere to the business strategy of “One consolidation, Three
developments”, build the preemptive competitive edge based on its “full domain” technology
philosophy, fully support telecom operators in 5G construction as well as facilitate the
digital transformation of large enterprises with its accumulated technologies and experiences,
focusing on and contributing to the construction of “Digital China”.



CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2019

NOTES

Continuing operations
Revenue 4
Cost of sales

Gross profit

Other income 5

(Impairment losses under expected credit loss model,
net of reversal)/reversal of impairment losses under
expected credit loss model, net of impairment

Other gains and losses

Selling and marketing expenses

Administrative expenses

Research and development expenses

Share of results of associates

Finance costs

Listing expenses

Profit before tax
Income tax expenses 6

Profit for the period from continuing operations

Discontinued operations
Loss for the period from discontinued operations

Profit for the period 7

Profit (loss) for the period attributable to:
Owners of the Company
Non-controlling interests

Six months ended 30 June

2019 2018
RMB’000 RMB’000
(unaudited) (audited)
2,479,331 2,189,715
(1,610,848) (1,527,844)
868,483 661,871
50,241 41,516
(26,594) 3,573
12,629 (28,568)
(218,091) (185,161)
(149,831) (151,972)
(381,692) (181,114)
(1,637) 120
(29,990) (33,855)
- (20,862)
123,518 105,548
(52,786) (18,711)
70,732 86,837
- (1,279)
70,732 85,558
70,732 86,737
- (1,179)
70,732 85,558




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME - CONTINUED
FOR THE SIX MONTHS ENDED 30 JUNE 2019

Profit (loss) for the period attributable to the
owners of the Company from:
Continuing operations
Discontinued operations

Loss for the period attributable to the non-
controlling interests from:
Continuing operations
Discontinued operations

Earnings per share
— Basic (RMB)
— Diluted (RMB)

Profit for the period

Other comprehensive expense for the period:

Items that may be reclassified subsequently to
profit or loss:

Exchange differences arising on translation of
foreign operations

Total comprehensive income for the period

Total comprehensive income (expense) for
the period attributable to:
Owners of the Company
Non-controlling interests

NOTES

Six months ended 30 June

2019 2018
RMB’000 RMB’000
(unaudited) (audited)
70,732 88,016

- (1,279)
70,732 86,737

- (1,179)

- (1,179)
0.10 0.14
0.10 N/A
70,732 85,558

- (8,680)
70,732 76,878
70,732 78,057

- (1,179)
70,732 76,878




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2019

30/06/2019 31/12/2018
NOTES RMB’000 RMB’000
(unaudited) (audited)

Non-current Assets
Property, plant and equipment 293,074 300,869
Right-of-use assets 154,680 -
Prepaid lease payments - 83,470
Intangible assets 16,018 24,021
Goodwill 1,932,246 1,932,246
Investments in associates 53,380 55,016
Deferred tax assets 133,297 163,292
Pledged bank deposits 33,897 635,736
Other non-current assets 36,900 35,025
2,653,492 3,229,675

Current Assets

Inventories 1,992 -
Trade and note receivables 10 738,738 764,909
Prepayments, deposits and other receivables 107,663 133,685
Prepaid lease payments - 2,019
Financial assets at fair value through profit or loss - 210,000
Contract assets 1,563,235 1,335,219
Amounts due from fellow subsidiaries 20,665 18,934
Pledged bank deposits 187,973 481,755
Term deposit 150,000 -
Bank balances and cash 1,091,428 1,821,182
3,861,694 4,767,703




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION -

CONTINUED
AT 30 JUNE 2019

Current Liabilities

Trade and note payables

Contract liabilities

Other payables, deposits received and accrued
expenses

Amounts due to fellow subsidiaries

Income tax payable

Bank borrowings

Lease liabilities

Net Current Assets
Total Assets less Current Liabilities

Non-current Liabilities
Deferred tax liabilities
Lease liabilities

Net assets

Capital and Reserves
Share capital
Reserves

Total Equity

NOTES

11

30/06/2019 31/12/2018
RMB’000 RMB’000
(unaudited) (audited)
191,208 356,316
269,527 300,918
1,535,137 1,788,004
32,615 47,328
191,910 226,268
585,724 1,915,484
39,853 -
2,845,974 4,634,318
1,015,720 133,385
3,669,212 3,363,060
129,732 127,541
30,157 -
159,889 127,541
3,509,323 3,235,519
3,509,323 3,235,519
3,509,323 3,235,519




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2019

At 31 December 2018 (audited)

Effect arising from initial application of

HKFRS 16
Adjusted balance at 1 January 2019

Profit and total comprehensive
income for the period

Recognition of equity-settled
share-based payments

Lapse of share options and
restricted stock units

Issue of new shares upon exercise of
the over-allotment option

Share issuance costs

Vesting of restricted stock units

Exercise of share options

At 30 June 2019 (unaudited)

Attributable to owners of the Company

Statutory Non-
Share ~ Merger Translation  surplus ~ Other Retained controlling ~ Total
capital premium  reserve  reserve  reserve  reserve  profits Sub-fofal interests  equity
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
897214 285200 (15,129) 174425 1390128 503,681 3,235,519 - 3235519
- - - - - 11 11 - 11
897214 285200  (15,129) 174425 1390,128 503,792 3,235,630 - 3035630
- - - - - 707 70,732 - 10732
- - - - 175608 - 175,608 - 175,608
- - - - (3415 3415 - - -
27,162 - - - - - 1le2 - 16
(681) - - - - - (681) - (681)
58,336 - - - (38.336) - - - -
1822 - - - (950) - 87 - 87
083853 285,200  (15,129) 174425 1503035 577,939 3,509,323 - 3509323
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY -

CONTINUED

FOR THE SIX MONTHS ENDED 30 JUNE 2019

At 31 December 2017 (audited)

Effect arising from initial application of
HKFRS 9

Adjusted balance at 1 January 2018

Profit (loss) for the period

Other comprehensive expense
for the period, net of tax

Total comprehensive (expense) income
for the period

Recognition of equity-settled
share-based payments

Acquisition of additional equity interests
in a subsidiary

Cancellation of shares of the Company
upon group reorganization

Dividend distribution

Lapse of share options and
restricted stock units

At 30 June 2018 (audited)

Attributable to owners of the Company

Statutory Non-

Share  Share  Merger Translation  surplus  Other Retained controlling ~ Total
capital premium  reserve  reserve  reserve  reserve  profits Subefotal interests  equity
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
§ 104146 285200  (5,762) 173845 1453987 1007411 3018835 19941 3,038,776
- - - - - - (19,576) (19,576 - (19,576)

§ 104146 285200  (5762) 173845 1453987 987835 2,999,259 19941 3,019,200

- - - - - - 86737 86737 (LIT9) 85,558
- - - (8,680) - - - (8,680 - (8,680
- - - (8,680) - - 86737 78057 (LI79) 76,878
- - - - - U3 - U3 - U3
- - - - - (191,038) - (191238)  (18,762) (210,000)
O - - - -8 - . e
- - - - - - (693,447)  (693,447) - (693.447)
- - - - - (16858) 16,858 - - -
- 104146 285200 (14442) 173845 1270430 397983 217,162 - L7162
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2019

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchases of property, plant and equipment
Purchases of intangible assets
Payments for right-of-use assets
Purchases of financial assets at fair value through
profit or loss
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of an unlisted equity investment
Proceeds on disposal of financial assets at
fair value through profit or loss
Repayment from related parties
Placement of pledged bank deposits
Withdrawal of pledged bank deposits
Placement of term deposit
Interest received

NET CASH GENERATED FROM (USED IN)
INVESTING ACTIVITIES

FINANCING ACTIVITIES

Repayment of bank borrowings

New bank borrowings raised

Repayment of leases liabilities

Proceeds from issue of shares

Interest paid

Repayment to related parties

Acquisition of additional interests in a subsidiary

Payment of issue costs

Proceeds from issue of ordinary shares under
share option schemes

NET CASH USED IN FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT 1 JANUARY

Effect of exchange rate changes

CASH AND CASH EQUIVALENTS AT 30 JUNE

REPRESENTED BY BANK BALANCES AND CASH

—12 —

Six months ended 30 June

2019 2018
RMB’000 RMB’000
(unaudited) (audited)
(358,242) (189,577)
(10,096) (10,616)
(1,296) (2,258)
(695) -
(84,000) -
211 —

- 3,665

298,774 -

- 9,984
(286,796) (693,693)
1,182,417 264,931
(150,000) -
29,922 4,512
978,441 (423,475)
(1,310,122) (1,168,341)
- 1,183,859
(17,251) -
27,162 -
(31,591) (19,997)
- (15,905)
- (160,000)
(3,010) (15,094)
144 -
(1,334,668) (195,478)
(714,469) (808,530)
1,821,182 1,450,588
(15,285) (8,680)
1,091,428 633,378




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2019

1. GENERAL INFORMATION

Asialnfo Technologies is incorporated in the British Virgin Islands (“BVI”) as a company with limited
liability. The address of the registered office of the Company is Craigmuir Chambers, Road Town,
Tortola,VG1110, BVI.

The Company is an investment holding company. The principal activities of the Group are provision of
software products and related services.

The shares of the Company have been listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) with effect from 19 December 2018.

The condensed consolidated financial statements are presented in Renminbi (“RMB”), which is also the
functional currency of the Company.

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current interim period, the Group has applied, for the first time, the following new and amendments
to HKFRSs issued by the HKICPA which are mandatory effective for the annual period beginning on or
after 1 January 2019 for the preparation of the Group’s condensed consolidated financial statements:

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Amendments to HKFRS 9 Prepayment Features with Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle

Except as described below, the application of the new and amendments to HKFRSs in the current period
has had no material impact on the Group’s financial performance and positions for the current and prior
periods and/or on the disclosures set out in these condensed consolidated financial statements.

2.1 Impacts and changes in accounting policies of application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current interim period. HKFRS 16
superseded HKAS 17 Leases (“HKAS 17”), and the related interpretations.

2.1.1 Key changes in accounting policies resulting from application of HKFRS 16

The Group applied the following accounting policies in accordance with the transition
provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.

For contracts entered into or modified on or after the date of initial application, the Group
assesses whether a contract is or contains a lease based on the definition under HKFRS 16
at inception or modification date. Such contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.
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2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) - CONTINUED

2.1

Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued

2.1.1 Key changes in accounting policies resulting from application of HKFRS 16 — continued

As a lessee
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases of land and buildings
that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option. It also applies the recognition exemption for lease of low-value assets.
Lease payments on short-term leases and leases of low-value assets are recognized as
expense on a straightline basis over the lease term.

Right-of-use assets

Except for short-term leases and leases of low value assets, the Group recognizes right-of-use
assets at the commencement date of the lease (i.e. the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities.

The cost of right-of-use asset includes:
o the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement date, less any lease
incentives received;

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in dismantling and removing the
underlying assets, restoring the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease term is depreciated from commencement date
to the end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-line
basis over the shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item on the consolidated statement
of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 Financial Instruments
(“HKFRS 9”) and initially measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments and included in the cost of right-of-
use assets.
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2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) - CONTINUED

2.1

Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued
2.1.1 Key changes in accounting policies resulting from application of HKFRS 16 — continued
As a lessee — continued
Lease liabilities
At the commencement date of a lease, the Group recognizes and measures the lease liability
at the present value of lease payments that are unpaid at that date. In calculating the
present value of lease payments, the Group uses the incremental borrowing rate at the lease

commencement date if the interest rate implicit in the lease is not readily determinable.

The lease payments include:

. fixed payments (including in-substance fixed payments) less any lease incentives
receivable;

. variable lease payments that depend on an index or a rate;

. amounts expected to be paid under residual value guarantees;

. the exercise price of a purchase option reasonably certain to be exercised by the
Group; and

. payments of penalties for terminating a lease, if the lease term reflects the Group

exercising the option to terminate.

After the commencement date, lease liabilities are adjusted by interest accretion and lease
payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related
right-of-use assets) whenever:

. the lease term has changed or there is a change in the assessment of exercise of a
purchase option, in which case the related lease liability is remeasured by discounting
the revised lease payments using a revised discount rate at the date of reassessment.

. the lease payments change due to changes in market rental rates following a market
rent review/expected payment under a guaranteed residual value, in which cases the
related lease liability is remeasured by discounting the revised lease payments using
the initial discount rate.

—15-



2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) - CONTINUED

2.1

Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued

2.1.1

2.1.2

Key changes in accounting policies resulting from application of HKFRS 16 — continued
As a lessee — continued

Lease modifications

The Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding the right to use one or
more underlying assets; and

. the consideration for the leases increases by an amount commensurate with the stand-
alone price for the increase in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures
the lease liability based on the lease term of the modified lease by discounting the revised
lease payments using a revised discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing transactions in which the Group
recognizes the right-of-use assets and the related lease liabilities, the Group first determines
whether the tax deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities,
the Group applies HKAS 12 Income Taxes requirements to the leasing transaction as a
whole. Temporary differences relating to right-of-use assets and lease liabilities are assessed
on a net basis. Excess of depreciation on right-of-use assets over the lease payments for the
principal portion of lease liabilities resulting in net deductible temporary differences.

Transition and summary of effects arising from initial application of HKFRS 16
Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts that were
previously identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining whether
an Arrangement contains a Lease and not apply this standard to contracts that were not
previously identified as containing a lease. Therefore, the Group has not reassessed contracts
which already existed prior to the date of initial application.

For contracts entered into or modified on or after 1 January 2019, the Group applies the

definition of a lease in accordance with the requirements set out in HKFRS 16 in assessing
whether a contract contains a lease.
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2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) - CONTINUED

2.1

Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued

2.1.2 Transition and summary of effects arising from initial application of HKFRS 16 — continued

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect recognized at
the date of initial application, 1 January 2019. Any difference at the date of initial application
is recognized in the opening retained profits and comparative information has not been
restated.

When applying the modified retrospective approach under HKFRS 16 at transition, the
Group applied the following practical expedients to leases previously classified as operating
leases under HKAS 17, on lease-by-lease basis, to the extent relevant to the respective lease
contracts:

i. relied on the assessment of whether leases are onerous by applying HKAS 37
Provisions, Contingent Liabilities and Contingent Assets as an alternative of
impairment review;

ii. elected not to recognize right-of-use assets and lease liabilities for leases with lease
term ends within 12 months of the date of initial application;

iii.  excluded initial direct costs from measuring the right-of-use assets at the date of initial
application;
iv. applied a single discount rate to a portfolio of leases with a similar remaining terms

for similar class of underlying assets in similar economic environment; and

v. used hindsight based on facts and circumstances as at date of initial application in
determining the lease term for the Group’s leases with extension and termination
options.

On transition, the Group has made the following adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognized additional lease liabilities and measured right-
of-use assets at the carrying amounts as if HKFRS 16 had been applied since commencement
dates, but discounted using the incremental borrowing rates of the relevant group entities
at the date of initial application by applying HKFRS 16: C8(b)(i) transition. The Group
recognized lease liabilities of RMB64,393,000 and right-of-use assets of RMB 150,005,000 at
1 January 2019.

When recognizing the lease liabilities for leases previously classified as operating leases, the

Group has applied incremental borrowing rates of the relevant group entities at the date of
initial application. The weighted average lessee’s incremental borrowing rate applied is 5.6%.
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2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) - CONTINUED

2.1 Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued

2.1.2 Transition and summary of effects arising from initial application of HKFRS 16 — continued

As a lessee — continued

Operating lease commitments disclosed as at 31 December 2018

Less: Lease contracts of which the commencement dates will be effective
after 1 January 2019

Lease liabilities discounted at relevant incremental borrowing rates
Less: Recognition exemption — short-term leases

Lease liabilities as at 1 January 2019

Analyzed as
Current
Non-current

At 1 January
2019
RMB’000

386,086
(281,677)
104,409

91,301
(26,908)

64,393

32,213
32,180

64,393

The carrying amount of right-of-use assets as at 1 January 2019 comprises the following:

Notes
Right-of-use assets relating to operating leases recognized upon
application of HKFRS 16 (a)
Reclassified from prepaid lease payments (b)

By class:
Leasehold lands
Buildings

Right-of-use
assets
RMB’000

64,516
85,489

150,005

85,489
64,516

150,005

(a) The Company recognized a right-of-use asset at the date of initial application for
leases previously classified as an operating lease applying HKAS 17. The Company
measured the right-of-use asset at its carrying amount as if the standard had been
applied since the lease commencement date, but discounted using the Company’s

incremental borrowing rate at the date of initial application.
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2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) - CONTINUED

2.1

Impacts and changes in accounting policies of application on HKFRS 16 Leases — continued
2.1.2 Transition and summary of effects arising from initial application of HKFRS 16 — continued
As a lessee — continued

(b)  Upfront payments for leasehold lands in the People’s Republic of China (“PRC”) were
classified as prepaid lease payments as at 31 December 2018. Upon application of
HKFRS 16, the current and non-current portion of prepaid lease payments amounting
to RMB2,019,000 and RMB83,470,000, respectively were reclassified to right-of-use
assets.

The following adjustments were made to the amounts recognized in the condensed
consolidated statement of financial position at 1 January 2019. Line items that were not
affected by the changes have not been included.

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
31 December 1 January
2018 Adjustments 2019
RMB’000 RMB’000 RMB’000

Non-current Assets
Prepaid lease payments 83,470 (83,470) -
150,005 150,005

Right-of-use assets -

Deferred tax assets 163,292 (12) 163,280
Current Assets

Prepaid lease payments 2,019 (2,019) -
Non-current Liabilities

Lease liabilities - (32,180) (32,180)
Current Liabilities

Lease liabilities - (32,213) (32,213)
Total effect on net assets 111

Reserves 3,235,519 111 3,235,630
Total effect on equity 111

Note:
For the purpose of reporting cash flows from operating activities under indirect method for

the six months ended 30 June 2019, movements in working capital have been computed
based on opening statement of financial position as at 1 January 2019 as disclosed above.
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BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance with Hong Kong
Accounting Standard 34 Interim Financial Reporting issued by the Hong Kong Institute of Certified
Public Accountants as well as with the applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

REVENUE AND SEGMENT INFORMATION

The Group’s revenue is primarily generated from project-based software development contracts, under
which the Group develops software products and provides services at fixed prices and/or variable prices.
Revenue is recognized net of sales related taxes.

The Group’s operating segments are determined based on information reported to the chief executive
officer (CEO) of the Company, being the chief operating decision maker (“CODM?”) of the Group for
the purpose of resource allocation and assessment of segment performance focuses on types of goods and
services provided. No operating segments have been aggregated in arriving at the reportable segments of
the Group.

Specifically, the Group’s reportable segments under HKFRS 8§ are as follows:

Software business: Representing (1) software products and related services; (2) data-
driven operation services; and (3) others, including sale of third-
party hardware and software, the provision of system integration
services, business consulting services and corporate trainings.

Network security business: Representing provision of network security related software
products and services.

Disaggregation of revenue from continuing operations

Six months ended 30 June

2019 2018
RMB’000 RMB’000
Timing of revenue recognition
At a point in time 9,810 29,658
Over time 2,469,521 2,160,057
2,479,331 2,189,715
Types of goods and services
Provision of services 2,471,220 2,164,929
Sales of goods 8,111 24,786
2,479,331 2,189,715
Nature of goods and services
Software business:
Software products and related services 2,366,572 2,080,660
Data-driven operation services 55,493 27,119
Others 54,834 69,828
Network security business 2,432 12,108
2,479,331 2,189,715
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REVENUE AND SEGMENT INFORMATION - CONTINUED

Disaggregation of revenue from continuing operations — continued

Segment information

The following is an analysis of the Group’s revenue and results from continuing operations by reportable

operating segments:

Six months ended 30 June 2019

Revenue
Cost of sales

Gross profit

Other income

Impairment losses under expected
credit loss model, net of reversal

Other gains and losses

Selling and marketing expenses

Administrative expenses

Research and development expenses

Share of results of associates

Finance costs

Profit before tax

Six months ended 30 June 2018

Revenue
Cost of sales

Gross profit

Other income

Reversal of impairment losses under expected credit
loss model, net of impairment

Other gains and losses

Selling and marketing expenses

Administrative expenses

Research and development expenses

Share of results of associates

Finance costs

Listing expenses

Profit before tax

—-21 =

Network
Software security
business business Total
RMB’000 RMB’000 RMB’000
2,476,899 2,432 2,479,331
(1,608,464) (2,384) (1,610,848)
868,435 48 868,483
50,241 - 50,241
(26,594) - (26,594)
12,629 - 12,629
(218,091) - (218,091)
(149,821) (10) (149,831)
(381,692) - (381,692)
(1,637) - (1,637)
(29,990) - (29,990)
123,480 38 123,518
Network
Software security
business business Total
RMB’000 RMB’000 RMB’000
2,177,607 12,108 2,189,715
(1,515,977) (11,867) (1,527,844)
661,630 241 661,871
41,516 - 41,516
3,573 - 3,573
(28,568) - (28,568)
(185,161) - (185,161)
(151,901) (71) (151,972)
(181,114) - (181,114)
120 - 120
(33,855) - (33,855)
(20,862) - (20,862)
105,378 170 105,548




REVENUE AND SEGMENT INFORMATION - CONTINUED
Disaggregation of revenue from continuing operations — continued
Segment information-continued

Segment revenue reported above represents revenue generated from external customers. There were no
inter-segment sales for both periods.

No segment assets and liabilities are presented as the CODM does not regularly review segment assets and
liabilities.

Geographical information

The Group’s operations are in the PRC. All revenue from continuing operations of the Group are generated
from and non-current assets of the Group are located in the PRC.

Information about the Group’s revenue from continuing operations from external customers is presented
based on the location of the signing parties of the sales or service contracts. During the six months ended
30 June 2019 and 2018, there were no sales or service contracts with a signing party located outside the
PRC.

OTHER INCOME

Continuing operations

Six months ended 30 June

2019 2018

RMB’000 RMB’000

Government grants® 22,457 10,112
Income from management support services® 5,875 7,861
Interest income from related parties - 7,770
Bank interest income 13,722 14,041
Interest income from financial assets at fair value through profit or loss 4,774 -
Interest income from term deposit 1,544 -
Others 1,869 1,732
50,241 41,516

Notes:

(1) Government grants amounted to RMB21,864,000 (2018: RMB9,490,000) have been recognized
for supporting high-tech industrial development. Government grants amounted to RMB593,000
(2018: RMB622,000) have been recognized for environment protection and employee benefits. The
amounts have been recognized as other income, and there was no unfulfilled condition attached to
these government grants in the period in which they were recognized.

(ii) Income from management support services represents income generated primarily from the

provision of management services in the areas of legal support, human resources and administration,
etc. to the Group’s related parties.
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INCOME TAX EXPENSES
Continuing operations

Six months ended 30 June

2019 2018
RMB’000 RMB’000
Current tax:
PRC enterprise income tax (“EIT”) 20,612 20,989
Deferred tax 32,174 (2,278)
52,786 18,711

Under the Law of the PRC on enterprise income tax (the “EIT Law”) and implementation regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% during the six months ended 30 June 2019 (2018:
25%).

The Group’s subsidiaries operating in the PRC are eligible for certain tax credits of 175% (2018: 175%)
deduction rates on certain research and development expenses for the six months ended 30 June 2019.

On 9 August 2012, the Ministry of Industry and Information Technology of the PRC, the Ministry
of Finance of the PRC and the State Administration of Taxation promulgated and implemented Trial
Measures for the Administration over the Certification of Key Software Enterprises and Integrated
Circuit Design Enterprises under State Planned Layout, pursuant to which key software enterprises
under the state plan layout could go through tax reduction procedures with the competent tax authorities
to enjoy preferential tax policies. During the six months ended 30 June 2019 and 2018, two of the
Company’s subsidiaries, including Asialnfo Technologies (China), Inc. (“Asialnfo China”) and Asialnfo
Technologies (Nanjing), Inc. (“Asialnfo Nanjing”), were identified as the key software enterprises
with tax privileges and entitled to a preferential EIT rate of 10%, pursuant to the designation as a key
software enterprise within National Programming Layout. Such tax preference was applied and entitled by
performing the record filling to the tax authorities on a yearly basis. The Directors consider that Asialnfo
China and Asialnfo Nanjing will re-apply for such tax preference provided that their business operations
will continue to be qualified as key software enterprises.

Pursuant to the EIT Law effective on 1 January 2008, Hunan Asialnfo Software Co., Ltd. (“Hunan
Software”) and Nanjing Asialnfo Software Co., Ltd. (“Nanjing Software”) were designated as “High
and New Technology Enterprise” in 2018 for a period up to 31 December 2020 and such qualifications
could be re-applied every three years. As a result, Hunan Software and Nanjing Software were entitled to
a preferential income tax rate of 15% (2018: 15%) for the six months ended 30 June 2019.
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INCOME TAX EXPENSES - CONTINUED

According to the relevant tax law in the PRC, dividend distributed to foreign investors out of the profit
generated from 1 January 2008 onwards shall be subject to withholding tax at 10% and withheld by the
PRC entity, pursuant to Articles 3 and 37 of the EIT Law and Article 91 of its Detailed Rules for the
Implementation of the Regulation.

On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue (Amendment) (No.7)
Bill 2017 (the “Bill”) which introduces the two-tiered profits tax rates regime. The Bill was signed into
law on 28 March 2018 and was gazetted on the following day. Under the two-tiered profits tax rates
regime, the first HK$2 million of profits of the qualifying group entity will be taxed at 8.25% and profits
above HK$2 million will be taxed at 16.5%. The profits of group entities not qualifying for the two-tiered
profits tax rates regime will continue to be taxed at a flat rate of 16.5% (2018: 16.5%). The Directors
considered the amount involved upon implementation of the two-tiered profits tax rates regime as
insignificant to the condensed consolidated financial statements.

Hong Kong Profits Tax is calculated at 16.5% (2018: 16.5%) of the estimated assessable profit for the
period ended 30 June 2019.

Pursuant to the rules and regulations of the BVI, the Company is not subject to any income tax in the BVI.
PROFIT FOR THE PERIOD FROM CONTINUING OPERATIONS
Profit for the period from continuing operations has been arrived at after charging the following items:

Six months ended 30 June

2019 2018
RMB’000 RMB’000
Profit for the period from continuing operations has been arrived
at after charging the following items:
Staff costs, including Directors’ remuneration
Directors’ remuneration 16,236 8,304
Employee benefit expenses
Other staff costs (salaries, wages, allowance, bonus and others) 1,419,034 1,337,156
Contribution to retirement benefits scheme 136,137 108,562
Share-based compensation expenses 161,946 18,798
Total staff costs 1,733,353 1,472,820
Cost of inventories recognized as expenses (included in cost of sales) 7,470 23,872
Depreciation of property, plant and equipment 15,545 12,633
Depreciation of right-of-use assets 18,888 -
Release of prepaid lease payments - 1,010
Amortization of intangible assets 9,299 19,679
Expense of short-term and low value lease 19,658 38,582
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EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the owners of the Company is
based on the following data:

Six months ended 30 June

2019 2018
RMB’000 RMB’000
Earnings:
Earnings for the purpose of calculating basic and
diluted earnings per share 70,732 86,737
Number of shares:
Weighted average number of ordinary shares for the purpose
of calculating basic earnings per share 722,654,497 624,348,176
Effect of dilutive potential ordinary shares: share options and
restricted stock units (“RSU”) 8,511,020 N/A
Weighted average number of ordinary shares for the purpose of
calculating diluted earnings per share 731,165,517 N/A

The calculation of basic earnings per share for the periods ended 30 June 2019 and 2018 was based on the
profit for the period attributable to the owners of the Company.

The calculation of the number of shares for the purpose of basic earnings per share for the six months
ended 30 June 2019 has taken into account the share subdivision into 8 shares of HK$0.0000000125 per
share as if the new issuance and the share subdivision had been effective on 1 January 2018, the allotment
and issuance of ordinary shares with regard to the partial exercise of the over-allotment option granted to
the Company’s underwriters in the Company’s global offering on 15 January 2019 and the allotment and
issuance of ordinary shares with regard to the Pre-IPO RSU scheme on 18 January 2019.

No diluted earnings per share for six months ended 30 June 2018 was presented as there were no potential
ordinary shares in issue for the first half of 2018.

The computation of diluted earnings per share for the six months ended 30 June 2019 has taken into
account the share subdivision into 8 shares of HK$0.0000000125 per share as if the new issuance and the
share subdivision had been effective on 1 January 2018, did not assume the exercise of the Company’s
over-allotment option granted to the Company’s underwriters in the Company’s global offering, share
options under the 2014 plan and the Pre-IPO share option scheme since the exercise prices of those share
options were higher than the average market price of the shares of the Company.

DIVIDENDS

No dividends were paid, declared or proposed during the interim period (2018: RMB693,447,000). The
Directors have determined that no dividend will be paid in respect of the interim period.
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10.

11.

TRADE AND NOTE RECEIVABLES

The Group allows an average credit period of 30 days from the dates of acceptance reports when the Group
had the right to consideration becoming unconditional. The extension of credit period to the customers
may be granted on a discretionary basis by considering customer type, the current creditworthiness and the
customer’s financial condition and payment history with the Group.

The following is an analysis of trade and note receivables by age, presented based on the dates when the
Group has the right to bill, net of allowance for doubtful debts.

30/06/2019 31/12/2018

RMB’000 RMB’000

1-30 days 402,045 476,622
31-90 days 166,053 154,180
91-180 days 94,683 90,212
181-365 days 63,707 28,588
Over 365 days 12,250 15,307
738,738 764,909

As at 30 June 2019, total bills received amounting to RMB29,390,000 (31 December 2018:
RMB21,453,000) are held by the Group for settlement of trade receivables. The Group continues to
recognize their full carrying amounts at the end of the reporting period. All bills received by the Group are
with a maturity period of less than one year.

TRADE AND NOTE PAYABLES

The following is an analysis of trade payables by age, presented based on the payment obligation used by
the Group’s management to monitor the Group’s financial position.

30/06/2019 31/12/2018

RMB’000 RMB’000

1-90 days 33,443 175,362
91-180 days 35,669 24,848
181-365 days 37,744 25,603
366 —730 days 55,552 77,922
Over 730 days 28,800 52,581
191,208 356,316
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MANAGEMENT DISCUSSION AND ANALYSIS
Overall Operating Results

In the first half of 2019, the Company continued to adhere to the strategic development
direction of “Three New, Four Abilities” (= #7V/U#E), and has achieved a good momentum
of development and operating results. In the first half of 2019, the revenue from continuing
operations amounted to approximately RMB2,479.3 million (the corresponding period in
2018: approximately RMB2,189.7 million), representing a year-on-year increase of 13.2%,
among which, our revenue from software business amounted to approximately RMB2,476.9
million (the corresponding period in 2018: approximately RMB2,177.6 million), representing
a year-on-year increase of 13.7%, where our growth rate continued to reach new heights.

In the first half of 2019, our gross profit from continuing operations amounted to
approximately RMB868.5 million (the corresponding period in 2018: approximately
RMB661.9 million), representing a year-on-year increase of 31.2%, and our gross margin
amounted to approximately 35.0% (the corresponding period in 2018: 30.2%), representing a
year-on-year increase of 4.8 percentage points, where our profitability continued to improve.

In the first half of 2019, the adjusted net profit from continuing operations amounted
to approximately RMB254.7 million (the corresponding period in 2018: approximately
RMB200.7 million), representing a significant year-on-year increase of 26.9%, and the
adjusted net profit margin was approximately 10.3% (the corresponding period in 2018: 9.2%),
achieving a good profitability level.

In the first half of 2019, the Company had changed the employee supplemental insurance
benefits from being an annual single premium to monthly payments, which resulted in the
timing difference that caused a significant change in the cash flows from operating activities.
The net cash outflow from operating activities amounted to approximately RMB358.2 million
(the corresponding period in 2018: approximately RMB189.6 million), representing a year-
on-year increase of 89.0%. After eliminating the said timing factor, the net cash outflow from
operating activities was broadly stable year-on-year.

Non-HKFRS Measurement Indicators

We believe that the indicators such as adjusted net profit from continuing operations provide
useful information for investors and others to compare operating performance across different
periods and different companies by eliminating the potential impact of items which are, in
the view of our management, not indicative of the business performance of the Company.
Meanwhile, the management of the Company also adopts the same approach to understand
and assess our operating results. Starting from 2019, the impact of reconciliation items will
gradually decrease.
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The adjusted net profit from continuing operations in the first half of 2019 increased
significantly by 26.9% to approximately RMB254.7 million (the corresponding period in
2018: approximately RMB200.7 million). The following table reconciles our adjusted net
profit from continuing operations for the periods indicated to the net profit from continuing
operations in accordance with HKFRS:

Six months ended 30 June

2019 2018

RMB’000 RMB’000

Reconciliation of net profit from continuing operations
and adjusted net profit

Net profit from continuing operations 70,732 86,837
Add:
Share-based compensation 175,608 24,531
Amortization of intangible assets due to acquisition 7,566 17,148
One-off listing expenses - 20,862
Interest expenses for the privatization syndicated loan 11,373 24,069
Exchange (loss)/gain, net (10,613) 27,240
Adjusted net profit from continuing operations 254,666 200,687
Revenue

In the first half of 2019, our revenue amounted to approximately RMB2,479.3 million (the
corresponding period in 2018: approximately RMB2,189.7 million), representing a year-on-
year increase of 13.2%, primarily due to the increase of revenue from the software business.
Such increase was partly offset by the decrease in revenue from the divested network security
business.

Among which, the revenue from software business in the first half of 2019 amounted to
approximately RMB2,476.9 million (the corresponding period in 2018: approximately
RMB2,177.6 million), representing a year-on-year increase of 13.7%, primarily due to the
increase in revenue from the businesses of software products and related services and data-
driven operation services for the operator customers.

Cost of Sales

In the first half of 2019, we incurred cost of sales of approximately RMB1,610.8 million (the
corresponding period in 2018: approximately RMB1,527.8 million), representing a year-on-
year increase of 5.4%, with share-based compensation expenses being excluded, the cost of
sales amounted to approximately RMB1,545.6 million (the corresponding period in 2018:
approximately RMB1,525.6 million), primarily due to the increase in labor cost in cost of
sales.

_28 —



Gross Profit and Gross Margin

In the first half of 2019, our gross profit was approximately RMB868.5 million (the
corresponding period in 2018: approximately RMB661.9 million), and our gross margin
was approximately 35.0% (the corresponding period in 2018: approximately 30.2%). The
continuous increase in gross margin in the first half of 2019 was primarily due to the ongoing
positive effect from our business middle office strategy, which continued to improve the
efficiency in project execution and delivery through continuous reinforcement of digitalized
project management by enhancing the common application of intermediate components and
promoting product collective unification.

Selling and Marketing Expenses

In the first half of 2019, our selling and marketing expenses amounted to approximately
RMB218.1 million (the corresponding period in 2018: approximately RMB185.2 million),
representing a year-on-year increase of 17.8%, with share-based compensation expenses and
amortization of intangible assets due to acquisition being excluded, the selling and marketing
expenses amounted to approximately RMB171.5 million (the corresponding period in 2018:
approximately RMB163.3 million), primarily because we had carried out more sales and
marketing activities to expand the market of non-telecom market customers.

Administrative Expenses

In the first half of 2019, our administrative expense amounted to approximately RMB149.8
million (the corresponding period in 2018: approximately RMB152.0 million), representing
a year-on-year decrease of 1.4%, with share-based compensation expenses being excluded,
the administrative expense amounted to approximately RMB113.0 million (the corresponding
period in 2018: approximately RMB135.0 million), primarily due to the decrease in bank
charges.

Research and Development Expenses

In the first half of 2019, our research and development (“R&D”) expenses amounted
to approximately RMB381.7 million (the corresponding period in 2018: approximately
RMB181.1 million), representing a year-on-year increase of 110.7%, with share-based
compensation expenses being excluded, the R&D expenses amounted to approximately
RMB347.1 million (the corresponding period in 2018: approximately RMB180.5 million),
primarily because we had continually carried out more R&D activities to enhance the product
standardization capabilities of general technology platforms, and focused on R&D activities in
the areas of data-driven operation services and a series of 5G products that are in line with our
development strategy.
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Income Tax Expenses

In the first half of 2019, the income tax expenses amounted to approximately RMB52.8
million (the corresponding period in 2018: approximately RMB18.7 million), and the effective
tax rate calculated based on the adjusted profit before tax was 17.2% (the corresponding
period in 2018: 8.5%), primarily due to the combined effects of the increase in the profit and
loss of the Company and the withholding tax on profits, which increased slightly as compared
to the effective tax rate calculated based on the adjusted profit before tax of 15.3% for the
year of 2018.

Net Profit

In the first half of 2019, our net profit amounted to approximately RMB70.7 million (the
corresponding period in 2018: approximately RMB86.8 million), representing a year-on-
year decrease of 18.5%. Such decrease was primarily due to the increase in the recognition of
share-based compensation expenses for our employees in the first half of 2019.

Net Current Assets

As at 30 June 2019, our net current assets amounted to approximately RMB1,015.7 million (31
December 2018: approximately RMB133.4 million), representing a year-on-year increase of
661.5%. The change was primarily due to the repayment of certain existing bank borrowings
according to the repayment schedule in the first half of 2019, which resulted in the release
of the loan guarantee deposits accounted for as non-current pledged bank deposits as at 31
December 2018.

Goodwill

As at 30 June 2019, our goodwill amounted to approximately RMB1,932.2 million (31
December 2018: approximately RMB1,932.2 million), which was attributable to the business
combination completed in 2010. During the Reporting Period, we had not identified any
indication of impairment for goodwill and had not recorded any impairment loss for goodwill.
Indebtedness and Contingencies

As at 30 June 2019, we had total bank borrowings of approximately RMBS585.7 million (31
December 2018: approximately RMB1,915.5 million), with a gearing ratio' of 16.7% (31

December 2018: 59.2%). None of our existing indebtedness included any material covenants
or covenants that could potentially limit our ability to incur new indebtedness.

Note 1: A gearing ratio is calculated by dividing total bank borrowings by total equity and times 100%.
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Cash Flow

In the first half of 2019, net cash outflow from operating activities amounted to approximately
RMB358.2 million (the corresponding period in 2018: approximately RMB189.6 million),
representing a year-on-year increase of 89.0%. The increase in net cash outflow from
operating activities was primarily because the Company had changed the employee
supplemental insurance benefits from being an annual single premium to monthly payments,
which resulted in the timing difference that caused a significant change in the cash flows
from operating activities. After eliminating the said timing factor, the net cash outflow from
operating activities was broadly stable year-on-year.

Interim Dividend
The Board resolved not to declare any interim dividend for the period ended 30 June 2019.
USE OF NET PROCEEDS FROM LISTING

Our shares were listed on the Stock Exchange on 19 December 2018. The net proceeds raised
during the period of initial public offering (after deducting the underwriting commission
and the issuance expenses from listing and prior to the exercise of the over-allotment option
in January 2019) approximately HK$871.1 million. Due to the issue and allotment of over-
allotment shares pursuant to the partial exercise of over-allotment options on 15 January 2019,
additional net proceeds of approximately HK$30.5 million were raised. As at 30 June 2019,
the Group had not changed the use of proceeds as disclosed in the prospectus and the annual
report of the Company for the year ended 31 December 2018. Further details of the use of net
proceeds will be disclosed in the interim report of the Company for the six months ended 30
June 2019.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company strives to maintain high standards of corporate governance in order to safeguard
the interests of its Shareholders and enhance the corporate value and accountability. The
Company has adopted the Corporate Governance Code and Corporate Governance Report
(the “CG Code”) as set out in Appendix 14 to the Listing Rules as its own code of corporate
governance. During the six months ended 30 June 2019, the Company had applied the
principles of the CG Code on the Company’s corporate governance structure and operation,
and had complied with all applicable code provisions of the CG Code. The Company will
continue to review and oversee the corporate governance practices to ensure its compliance
with the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as its own code
of conduct regarding Directors’ securities transactions. Having made specific enquiries of
all Directors, each of the Directors has confirmed that he/she has complied with the required
standards as set out in the Model Code during the six months ended 30 June 2019.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

EVENTS AFTER THE REPORTING PERIOD

No major subsequent events affecting the Group have occurred since the end of the Reporting
Period and up to the date of this announcement.

AUDIT COMMITTEE

The audit committee of the Company had, together with the management and external auditor
of the Company, reviewed the accounting standards and practices adopted by the Company
and the unaudited interim results of the Group for the six months ended 30 June 2019.

PUBLICATION OF THE INTERIM RESULTS ANNOUNCEMENT AND 2019
INTERIM REPORT OF THE GROUP

This interim results announcement is published on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.asiainfo.com) and the 2019 interim report
containing all the information required by the Listing Rules will be dispatched to the
Shareholders and published on the respective websites of the Stock Exchange and the
Company in due course.

By order of the Board
Asialnfo Technologies Limited
TIAN Suning
Chairman and Executive Director

Hong Kong, 14 August 2019

As at the date of this announcement, the Board comprises Dr. TIAN Suning, Mr. DING Jian
and Mr. GAO Nianshu as executive Directors;, Mr. ZHANG Yichen, Mr. XIN Yuesheng and
Mr. ZHANG Liyang as non-executive Directors and Dr. GAO Jack Qunyao, Dr. ZHANG Ya-
Qin and Mr. GE Ming as independent non-executive Directors.

32—




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CFangSong-Light
    /CGuLi-Bold
    /CGuYin-Bold
    /CHei2-Bold
    /CHei2-Xbold
    /CHei3-Bold
    /CHei-UltraBold
    /CJNgai-Bold
    /CKan-Xbold
    /CNganKai-Bold
    /CO2Yuen-XboldOutline
    /COYuen-Xbold
    /COYuen-XboldOutline
    /CPo3-Bold
    /CPo-Bold
    /CSong3-Medium
    /CSu-Medium
    /CXingKai-Bold
    /CXing-Medium
    /CXLi-Medium
    /CYuen-SemiMedium
    /MBei-Bold
    /MHei-Bold
    /MHei-Light
    /MHei-Medium
    /MHei-Xbold
    /MKai-Medium
    /MKai-SemiBold
    /MLi-Bold
    /MNgai-Bold
    /MSung-Light
    /MSung-Medium
    /MSung-Xbold
    /MYuen-Light
    /MYuen-Medium
    /MYuen-Xbold
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHT <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


