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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the potential risks of investing
in such companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is
a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities
traded on the Main Board and no assurance is given that there will be a liquid
market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no
responsibility for the contents of this report, make no representation as fo ifs accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Flying Financial Service Holdings
Limited (the “Company”| collectively and individually accept full responsibility, includes
particulars given in compliance with the Rules Governing the Listing of Securities on GEM
of the Stock Exchange (the “GEM Llisting Rules”) for the purposes of giving information
with regard to the Company. The Directors, having made all reasonable enquiries,
confirm that fo the best of their knowledge and belief the information contained in this
report is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement herein or
this report misleading.




FINANCIAL HIGHLIGHTS

. The Company and its subsidiaries (collectively the “Group”) recorded a
furnover of approximately RMB42.3 million for the six months ended 30 June
2014, representing a decrease of approximately 28.8% as compared with
the corresponding period in 2013.

. Profit attributable to owners of the Company for the six months ended 30 June
2014 amounted to approximately RMB2.3 million, representing a decrease
of approximately 88.6% as compared with the corresponding period in
2013.

. Basic earnings per share of the Company (the “Share”) for the six months
ended 30 June 2014 amounted to RMBO.23 cent.

. The Board [as defined below) does not declare the payment of an interim
dividend for the six months ended 30 June 2014.
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UNAUDITED INTERIM RESULTS

The board of Directors (the “Board”) announces the unaudited condensed consolidated results of the
Group for the six months ended 30 June 2014 together with the comparative unaudited figures for the
corresponding period in 2013 as follows:

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2014

Three months Six months
ended 30 June ended 30 June
2014 2013 2014 2013

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Nofes RMB’000 RMB'000 RMB’000 RMB000

Revenue 3 16,817 27207 42,288 59,364
Other income o (loss) 3 1,623 248 (1,239) 456
Employee benefit expenses (4,257) 4,177 (10,934) (10,197
Adminisirative expenses (8,966) (12,109) (17,751) (21,342
Finance costs 4 (2,595) (1,238) (5,188) (1,238)
Profit before income fax expense 5 2,622 9,931 7,176 27,043
Income fox expense 6 (3,746) (3,186) (5,555) [7,984)
(Loss)/profit for the period (1,124) 6,745 1,621 19,059
Other comprehensive income/ (loss|
- Exchange differences on franslating
foreign operation (833) 626 (594) (356)
Total comprehensive income/ (loss)
for the period (1,957) 7,371 1,027 18,703
(Loss)/profit for the period atiributable to:
Owners of the Company (597) 7441 2,335 20,543
Non-controlling inferests (527) (696) (714) (1,484)
(1,124) 6,745 1,621 19,059
Total comprehensive income/(loss)
attributable fo:
Owners of the Company (1,451) 8,067 1,720 20,187
Norn-controlling inferests (506) (696) (693) (1,484)
(1,957) 7,371 1,027 18,703
[Loss|/eamings per Share
— Basic and diluted (RMB cents) 8 (0.06) 0.73 0.23 2.01

2 | Interim Report 2014



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2014

As at As at
30 June 31 December
2014 2013
(Unaudited) (Audited)
Notes RMB’000 RMB’000
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment % 6,481 5,886
Other investments 10 24,476 31,999
Deposit paid - 78,310
30,957 116,195
Current assets
Other investments 101,070 98,371
Loan and account receivables 11 117,546 119,253
Deposits paid, prepayments and other receivables 106,658 8,148
Cash and cash equivalents 111,679 125,794
436,953 351,566
Current liabilities
Receipt in advance, accruals and other payables 7,664 8,772
Amounts due to noncontrolling inferests - 1,791
Dividend payable = 35
Financial liabilities af fair value through profit and loss 2,500 5,000
Corporate bonds payable 12 47,391 =
Provision for taxation 25,468 21,616
83,023 37,214
Net current assets 353,930 2399
Total assets less current liabilities 384,887 430,547
Non-current liabilities
Corporate bonds payable 12 47,391 94,078
Deferred tax liabilities 22 22
47,413 94,100
NET ASSETS 337,474 336,447
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As at As af
30 June 31 December
2014 2013
(Unaudited) (Audited)
Notes RMB’000 RMB'000
EQUITY
Equity atiributable fo owners of the Company
Share capital 13 83,165 83,165
Reserves 257,955 256,235
341,120 339,400
Non-controlling interests (3,646) (2,953)
TOTAL EQUITY 337,474 336,447
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2014

Non-
conrolling ~~ Total
Equity contributable to the owners of the Company inferests ~ equity

Share  Share  Merger Statulory Exchange  Retoined  Dividend

copitll ~ premium  reserve  reserve  reseve  profits proposed  Total
(Unoudited  [Uncudlted) (Uncudited] (Unaudited) (Unudited]  {Unaudied)  [Uncudlted)  (Unaudited)  (Unoudited] (Unaudited]
RMBO00  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMB'O00  RMB00O

At 1 Jonuary 2014 83165 22175 116659 12031 589 104781 - 339400 (2953) 336447

Profit/[loss) for he period - - - - 2,335 - 233 714 1621
Other comprehensive income/[oss

for he period - - - - [615) = = [615) 21 (594)

Tolal comprehensive income/[loss|

for he period - - - - 613 2335 - 1720 (693 1027
At 30 June 2014 83165 22175 116659 1203 (20 107,116 - 1120 (3646 337474
A1 Jonvary 2013 83165 22175 116659 11985 31495130 24950 354378 (165 354213
Proftor the period - - - - - 20543 - 20543 (1484 19059
Other comprehensive income/floss

for the peried - - - - 356) - - 356) = (356)
Totol comprehensive income/loss

for he period - - - - (356 20,543 - 20187 (1484 18703
Dividend poid - - - - - - (24950 [24.950) - (24950
At 30 June 2013 83165 22175 116659 11,985 42 115673 - 39615 (1,649 347,966
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2014

Six months ended 30 June

2014 2013

(Unaudited) (Unaudited)

RMB’000 RMB’000

Net cash (used in)/generated from operating activities (25,351) 11,981
Net cash generated from/(used in) investing acfivities 5,089 (8,577)
Net cash generated from financing acfivities 6,275 22,842
Net [decrease)/increase in cash and cash equivalents (13,987) 26,246
Cash and cash equivalents at beginning of the period 125,794 141,417
Effect of foreign exchange rate, net (128) (341)
Cash and cash equivalents af the end of the period 111,679 167,322
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NOTES TO THE UNAUDITED INTERIM RESULTS

1. GENERAL INFORMATION
The Company was incorporated as an exempted company with limited liability in the Cayman
Islands on 4 May 2011. The registered office of the Company is Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The Shares have been listed on
GEM of the Stock Exchange since 7 May 2012.

The companies comprising the Group underwent a group resfructuring exercise (the “Resfructuring
Exercise”) to rafionalise the Group's structure in preparation for the listing of the Shares on GEM
of the Stock Exchange. Further defails of the Restructuring Exercise are set out in the prospectus of
the Company dated 20 April 2012 (the “Prospectus”).

The Group is principally engaged in provision of financial consuliation, entrusted loan and pawn
loan services. In the opinion of the Directors, the ultimate holding company of the Company is
Ding Rong Limited, a limited liability company incorporated in the British Virgin Islands (“BVI”).

2, BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
The unaudited condensed consolidated financial statements has been prepared in accordance
with the basis of presentation which comply with Hong Kong Financial Reporting Standards
["HKFRSs"), which collective terms include all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards ("HKASs"), Interpretations issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA") and the disclosure requirements of
the Hong Kong Companies Ordinance and the GEM Listing Rules.

The accounting policies used in the preparation of the unaudited condensed consolidated results
are consistent with those adopted in the Group's audited financial statements for the year ended
31 December 2013.

All HKFRSs effective for the accounting periods commencing from 1 January 2014 and relevant
to the Group, have been adopted by the Group in the preparation of the unaudited condensed
consolidated resulis. The adoption of these new and revised HKFRSs did not result in significant
changes 1o the Group's accounting policies, presentation of the Group's financial stafements and
amounts reported for the current period and prior years.

The Group has not applied the new HKFRSs that have been issued but are not vet effective. The
Group has already commenced an assessment of the impact of these new HKFRSs but is not yet
in a position 1o state whether these new HKFRSs would have a material impact on ifs results of
operations and financial position.

Al significant transactions and balances among the companies comprising the Group have been
eliminated on consolidation.
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3. REVENUE AND OTHER INCOME OR (LOSS)

Revenue, which is also the Group’s tumover, represents the income from its principal activities.
Revenue and other income or loss, recognised during the periods are as follows:

Revenue
Inferest income
Financial consultation
service income

Other income or (loss)

Bank interest income

Fair value change of
financial liabilities at
fair value through profit
and loss

Provision for impairment of
accounts receivable

Others — other investment

Others

4.  FINANCE COSTS

Interest charged on
financial liabiliies carried
at amortised cost
Corporate bonds (note 12)

Three months Six months

ended 30 June ended 30 June
2014 2013 2014 2013
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
RMB’000 RMB'000 RMB’000 RMB'000
1,085 6,792 6,537 18,600
15,732 20,415 35,751 40,764
16,817 27,207 42,288 59,364
130 156 214 269
1,250 - 2,500 -
(4,656) - (9,253) -
4,905 - 5,260 -
(6) 92 40 187
1,623 248 (1,239) 456

Three months Six months

ended 30 June ended 30 June
2014 2013 2014 2013
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
RMB’000 RMB’'000 RMB’000 RMB'000
2,595 1,238 5,188 1,238
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5. PROFIT BEFORE INCOME TAX EXPENSE

Profit before income tax expense is arrived at after charging/(crediting):

Three months Six months
ended 30 June ended 30 June
2014 2013 2014 2013

(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
RMB’000 RMB'000 RMB’000 RMB’000

Auditor’s remuneration 49 112 275 262
Depreciation of property,
plant and equipment 579 285 946 559

Employee benefit expenses
(including Directors’
remuneration)

Salaries and wages 3,730 3,665 9,757 9,269
Pension scheme contributions

— Defined contribution plans 527 511 1,177 927

4,257 4176 10,934 10,196

Net foreign exchange

(gain)/loss (732) (22) (778) 15
Operating lease charges in

respect of properiies 2,583 1,885 5,218 3,686
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6. INCOME TAX EXPENSE

Three months Six months
ended 30 June ended 30 June
2014 2013 2014 2013

(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB'0O00

Hong Kong Profits Tax

— Current period 1,693 2,321 3,237 4,573

PRC Enterprise Income Tax
— Current period 2,053 865 2,318 3,411
3,746 3,186 5,555 7,984

The Group is subject to income tax on an entity basis on profits arising in or derived from the
jurisdictions in which members of the Group are domiciled and operated.

Hong Kong Profits Tax is calculated at 16.5% (2013: 16.5%) on the estimated assessable profit
for the period.

Enterprise income tax ("EIT") arising from the People’s Republic of China ("PRC”) for the period
was calculated at 25% (2013: 25%) of the estimated assessable profits during the period.
According to the EIT law, the taxable income of an enterprise shall be the total revenue of such
enterprise, deducted by any nonassessable revenue, exempted revenue, other deductions and
amount of offseffing any accumulated losses.

7. DIVIDENDS
The Board does not declare the payment of an interim dividend for the six months ended 30 June
2014 (2013: Nil).

8. EARNINGS PER SHARE
The calculations of basic eamings per Share for the six months ended 30 June 2014 is based
on the profit affributable to owners of the Company of approximately RMB2,335,000 [six
months ended 30 June 2013: approximately RMB20,543,000) and on the 1,020,555,000
ordinary shares issuable throughout the six months ended 30 June 2014 (six months ended 30
June 2013: 1,020,555,000). Diluted eamings per Share are same as basic eamings per share
as the Company had no potential ordinary Shares during the periods.
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9. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2014, the Group spent approximately RMB479,000
[2013: approximately RMB472,000) on acquisition of furniture, fixture and office equipment.

10.  OTHER INVESTMENTS — GROUP

As at As at
30 June 31 December
2014 2013
(Unaudited) (Audited)
RMB’000 RMB'000
Held-o-maturity investments (nofe a) 22,676 23,999
Availablefor-sale investments (note b) 102,870 106,371
125,546 130,370

Less: Non-current portion
Held-o-maturity investments 14,476 21,999
Availableforsale investments 10,000 10,000
24,476 31,999
101,070 98,371

Notes:

(a) At 30 June 2014, the Group had cerlain held4o-maturity investments which bore fixed interest rates

ranging from 7.92% 1o 11% (2013: 7.92% to 11%) per annum and had maturities ranging from
one fo six years (2013: one fo six years).

(b) At 30 June 2014, availableforsale investments represented:
As at As at
30 June 31 December
2014 2013
(Unaudited) (Audited)
RMB’000 RMB'000
Unlisted debt securities, at fair value 102,870 106,371
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There are certain availableforsale investments, which are debt securities at fair value as at 30

June 2014:

(i) investment of RMB®0,000,000 (2013: RMB?0,000,000) in an income receivable
right on a limited partnership which is incorporated in PRC, with expected maximum
refurn rate at 12% per annum for 12 months. The main activity of the limited parinership
was investment in obtaining income receivable right on other three limited partnerships.
These underlying parinerships are principally engaged in enfrusted loan businesses in the

PRC.

In assessing the returns on the investment, the Directors assessed the expected income
from the loans in the underlying partnerships.

The debt investment includes an embedded derivative which has been accounted for
separately as the economic risks and characteristics are dissimilar. The derivative feature
links the refurn on the debt investment to the income from the borrower's investments in
the limited partnerships. The debt investment is classified as availableforsale financial
asset whereas the derivative is accounted for as a financial liability at fair value through
profit or loss.

Notwithstanding that the collaterals ("Collaterals”) to a bank of certain entrusted loans
amounted to RMB68,000,000 granted by the underlying partnerships {"loans”) to an
independent third party (the “Borrower”) was filed to the relevant PRC authorities, the
relevant PRC authorities issued a nofice revoking such filing because the original filing
contained information which was not correct. Based on the notice, the Collaterals have
been sold prior fo the filing of such pledge. These Collaterals were also pledged 1o
secure an entrusted loan granted by the Group directly (note 11).

As a result, the Group applied to the PRC court 1o seal up certain other properties of the

Borrower for a period of approximately 2 years. The seal up was confirmed by the PRC
court during 2013.
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After the seal up, the local government participated in assisting settlements of the
affected parties under this event. According to the minutes from the local govemment, a
debt restructuring exercise will be conducted so that the estimated proceeds from such
exercise will then be used fo sefile the principal loan amounts outstanding to 4 financial
insfitutions, including the bank entrusted by the underlying partnerships and the Group.

As a result, no income will be received by the limited parinership on these loans of
RMB68,000,000. Consequently, the Group will in tumn suffer a loss of income on its
invesiment. The loss is afiributable to the derivative component and is recorded as a fair
value change in the profit or loss.

(i) investments of RMB1,500,000 (2013: RMB1,500,000) in certain limited partnerships
which are incorporated in PRC. All limited partnerships will be terminated in 2014
according fo the contract ferm of its major assefs.

(iii) investment in a trust at a consideration of RMB7Z,500,000 with a retumn from the trust
after paying the guaranteed refum fo other type of trust holders and direct expense of the
frust. Since there was a significant decline in fair value of the investment, a fair value loss
of RMB4,629,000 was recognised in other comprehensive income and reclassified to
profit or loss in 2013.

(iv) investment in a trust af a consideration of RMB10,000,000 incorporated in the PRC,
with expected refurn of 10.9% per annum for two years.
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11.  LOAN AND ACCOUNT RECEIVABLES

For pawn loan receivables, the customers are obliged to sefile the amounts according fo the
ferms sef out in relevant contracts, with an option fo renew the loan granted for a period up fo
180 days. For entrusted loan receivables, it represented the loans from the Group to customers
through a bank in the PRC. The maiurity date for each entrusted loan confract is normally not
more than 183 days with a renewal option. For account receivables, it represented interest
receivables from entrusted loans. The customers are obliged to seftle the amounts according
fo the ferms set out in relevant loan contracts and no credit period is granted fo customers. For
consultancy fee receivables, customers are obliged fo seftle the amounts according fo the terms
sef out in relevant contracts and with no credit period.

During the period, the Group provided certain consuliancy services to the Borrower (note 10(b))
which gave rise fo a consullancy fee receivable of approximately RMB?,253,000. After taking
info consideration the situation as disclosed in note 10(b)(i), a full provision on the impairment
loss of such amount receivable was made during the period.

For interest receivables, customers are obliged fo seffle the amounts according fo the terms sef out
in relevant loan contracts and with no credit period.

Based on the loan period sfarting date of relevant initial confracts, ageing analysis (including
renewed loans) of the Group's loan and account receivables is as follows:

As at As at

30 June 31 December

2014 2013

(Unaudited) (Audited)

RMB’000 RMB'000

0O to 30 days 5,307 67,429
31 10 90 days 6,938 -
91 to 180 days 8,936 -
Over 180 days 96,365 51,824
117,546 119,253
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12.  CORPORATE BONDS
The Company issued RMB 100,000,000 corporate bonds in two tranches on 27 May 2013
and 12 August 2013, which bore interest af 10.5% per annum payable semi-annually in arrears
on 30 June and 31 December of each year. The maturity date will be the date falling on the 24
months following the closing date for the issue of the respective franches of corporate bonds. The
corporate bonds are unsecured.

13.  SHARE CAPITAL

Number of
ordinary
Shares
‘000 RMB'000
Authorised:
Ordinary Shares of HK$0.1 each
At 31 December 2013 and 30 June 2014 5,000,000 407,450
Issued and fully paid:
Ordinary Shares of HK$0.1 each
At 31 December 2013 and 30 June 2014 1,020,555 83,165

During the six months ended 30 June 2014, there is no movement in share capital of the
Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group provides integrated shorterm financing services serving different needs of its customers. During
the six months ended 30 June 2014, the Group derived its revenue mainly from the financial consuliation
services and the entrusted loan services.

Business review
During the first half of 2014, with cautious loan granting policies, the Group was on the way fo
strengthen ifs shorterm financing business while focusing on minimising its risk exposure.

Financial review

Revenue

For the six months ended 30 June 2014, the Group's revenue decreased by approximately 28.8%
from approximately RMB59.4 million for the corresponding period in 2013 to approximately RMB42.3
million, mainly due to the decrease of number of new contracts entered info for the financial consuliation
service and the enfrusted loan service of the Group.

The loan and account receivables from customers also decreased from approximately RMB119.3 million
as af 31 December 2013 to approximately RMB117.5 million as af 30 June 2014.

Financial consultation service income

For the six months ended 30 June 2014, the Group's revenue from provision of financial consultation
services decreased by approximately 12.3% from approximately RMB40.8 million for the corresponding
period in 2013 to approximately RMB35.8 million.

Entrusted loan service income

For the six months ended 30 June 2014, the Group's revenue from provision of entrusted loan
services decreased significantly by approximately 54.6% from approximately RMB14.4 million for the
corresponding period in 2013 to approximately RMB6. 5 million.

Pawn loan service income

For the six months ended 30 June 2014, the Group did not record any revenue from provision of pawn
loan services as compared fo the revenue of approximately RMB4.2 million for the corresponding period
in 2013. As pawn shops in Guangdong are expanding their business, the competifion for pawn loan
services is fierce. The Group shifted its focus fo entrusted loan services which provide more flexibility on
serving its customers since 2013.

Finance costs

For the six months ended 30 June 2014, the Group's interest expenses increased by approximately
319.1% from approximately RMB1.2 million for the corresponding period in 2013 to approximately
RMBS5.2 million. Such increase in interest expenses was mainly attributable to the interest for the corporate
bonds denominated in Renminbi with an aggregate value of RMB100 million issued during 2013 (the
“"RMB Denominated Bonds”).
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Other income or (loss)

The Group's other income or loss primarily comprised bank interest income, fair value change of financial
liabilities at fair value through profit and loss, provision for impairment of accounts receivable, and other
invesiment income. The Group's other loss for the six months ended 30 June 2014 was approximately
RMB1.2 million due to provision for impairment of accounts receivable, while the Group's other income
for the corresponding period in 2013 was appropriately RMBO.5 million.

Administrative expenses

The Group's administrative expenses primarily comprised rental expenses, marketing and advertising
expenses. The Group's administrative expenses for the six months ended 30 June 2014 and 2013 were
approximately RMB17.8 million and RMB21.3 million, respectively. The decrease of approximately
16.8% in the Group's adminisirative expenses was mainly affributable to certain expenses including the
decrease of advertising expenses of approximately RMB1.6 million and the decrease of other operating
cosfs, which was parly offset by the increase of rental expenses of approximately RMB1.5 million for
office expansion.

Profit for the period

The profit affributable to owners of the Company for the six months ended 30 June 2014 was
approximately RMB2.3 million, representing a decrease of approximately 88.6% as compared to
approximately RMB20.5 million for the six months ended 30 June 2013.

OUTLOOK

As the economic growth of China slows down, demand for diversified and personalised financing
services of enferprises in China increases. Financing channels in the market have penetrated info different
sectors. The Group will continue 1o use its best efforts to satisfy the needs of and enhance the services
provided fo ifs existing customers, including one of the top ten property developers in China, a stafe-
owned building contractor and a specialised commodity exchange market. The Group also plans fo
expand ifs custfomer base and develop strategic cooperative parnership with new customers when it
sees fits. The Group aims fo achieve stable and continuous business growth and profit by providing more
personalised and diversified financing services fo ifs exising and potential customers.

Attributable fo the great support from the PRC government on crossborder loans, the Group has obtained
the licence for financing and leasing in Shanghai Free Trade Zone. Further, the Group plans to develop
intemet financing when opportunity arises in the second half of the year to provide support fo the above
businesses and promote business growth.

The Directors believe that the reform based on its pragmatic sfrategy could generate more profit and
returns for shareholders in the future.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2014, the Group had bank balances and cash of approximately RMB111.7 million (31
December 2013: approximately RMB125.8 million). During the period under review, the Group did
not use any financial instruments for hedging purposes. The gearing ratio representing the ratio of tofal
borrowings fo the fofal assets of the Group, was 20.3% as at 30 June 2014 (31 December 2013:
20.1%).

SIGNIFICANT INVESTMENT
As at 30 June 2014, there was no significant investment held by the Group (31 December 2013: Nlil).

MATERIAL ACQUISITIONS OR DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES

There was no material acquisition or disposal of subsidiaries and affiliated companies during the six
months ended 30 June 2014.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS AND EXPECTED
SOURCES OF FUNDING

Save as disclosed under the paragraph headed “Comparison of Business Objectives with Actual Business
Progress” in this report, there was no specific plan for material invesiments or capital assets as at 30 June
2014.

CONTINGENT LIABILITIES
As at 30 June 2014, the Group has no significant contingent liabilities (31 December 2013: Nil).

FOREIGN EXCHANGE EXPOSURE

The Group is mainly exposed fo the fluctuation of Hong Kong dollars against Renminbi as ifs certain bank
balances are denominated in Hong Kong dollars which is not the functional currency of the Group. The
Group has not made any arrangement fo hedge against the exchange rate risk. However, the Directors
and management will confinue to monitor the foreign exchange exposure and will consider utilising
applicable derivatives to hedge out the exchange risk when necessary.

TREASURY POLICIES

The Group adopts a conservative approach towards ifs treasury policies. The Group strives fo reduce
exposure fo credit risk by performing ongoing credit evaluation of the financial conditions of its customers.
To manage liquidity risk, the Directors closely monitor the Group's liquidity position to ensure that the
liquidity sfructure of the Group's assets, liabilities and commitments can meet ifs funding requirements.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2014, the Group had a fotal of 104 staff (31 December 2013: 156). Total staff costs
(including the Directors” emoluments) were approximately RMB10.9 million for the six months ended
30 June 2014 (six months ended 30 June 2013: approximately RMB10.2 million). Remuneration is
determined with reference to market conditions and the performance, qualifications and experience
of individual employee. Yearend bonus based on individual performance will be paid to employees
as recognition of and reward for their contributions. Other benefits include contributions to statutory
mandatory provident fund scheme fo its employees in Hong Kong and share option scheme.
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COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

An analysis comparing the business objectives as set out in the Prospectus with the Group's actual
business progress for the period from 20 April 2012 to 30 June 2014 is set out below:

Business objectives for the period from Actual business progress for the period from

20 April 2012 to 30 June 2014 20 April 2012 to 30 June 2014

as stated in the Prospectus

1. Develop the marketing network in Shenzhen, Guangdong Province, Beijing and

Shanghai for the short-term financing services and financial consultation services

- Establish a sales office in Beijing, - Sales office in Beijing, Shanghai and
Shanghai and Guangdong Province Guangdong Province esfablished
Recruit new staff for the Beijing, - New staff recruited for the Beijing,
Shanghai and Guangdong Province Shanghai and Guangdong Province
sales office sales office

- Placing advertisement - Placing advertisement

Planned use of proceeds from lising from Tofal cost incurred by the Group from

20 April 2012 to 30 June 2014: 20 April 2012 to 30 June 2014:

approximately HK$ 10,800,000 approximately HK$20, 110,000 (Note)

2. Enhance the short-term financing services to capture business opportunities in the

sizeable financing market

- Inject fundings or make contribufions - Inject fundings or make contributions
info member(s) of the Group info member(s) of the Group

Planned use of proceeds from listing from Tofal cost incurred by the Group from

20 April 2012 1o 30 June 2014: 20 April 2012 1o 30 June 2014:

approximately HK$ 123,200,000 approximately HK$ 115,927,000

As capital injection requires the PRC government's approval, the Group had injected approximately
HK$115,927,000 into member companies for the period from 20 April 2012 to 30 June 2014. The
Group does not anticipate any change fo the intended usage of proceeds as at the date of this report.

Note:  The Group incurred a fotal cost of HK$20,110,000 in developing the marketing network in Shenzhen,
Guangdong Province, Beijing and Shanghai for the shorterm financing services and financial consultation
services for the period from 20 April 2012 1o 30 June 2014, of which approximately HK$ 10,800,000 was
seftled by the net proceeds from its listing.
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USE OF PROCEEDS

The business objectives and planned use of proceeds as sfated in the Prospectus were based on the best
esfimation of future market conditions made by the Group at the time of preparing the Prospectus while
the proceeds were applied in accordance with the actual development of the market. During the period
from 20 April 2012 to 30 June 2014, the nef proceeds from the listing had been applied as follows:

Planned use of

proceeds
as stated in Actual use
the Prospectus of proceeds
from from

20 April 201210 20 April 2012 to
30 June 2014 30 June 2014
HK$ HK$
Approximately Approximately

1. Develop the marketing network in Shenzhen,
Guangdong Province, Beijing and Shanghai for
the shortterm financing services and financial
consultation services 10,800,000 10,800,000
(Note)

— Establish sales office in Beijing and Shanghai

— Recruit new staff for the Beijing and Shanghai
sales office

— Placing advertisement

2 Inject fundings or make contributions info member(s)
of the Group 123,200,000 115,927,000

Note:  The Group incurred a tofal cost of HK$20,110,000 in developing the marketing network in Shenzhen,
Guangdong Province, Beijing and Shanghai for the shortterm financing services and financial consuliation
services for the period from 20 April 2012 1o 30 June 2014, of which approximately HK$ 10,800,000 was
sefiled by the net proceeds from its listing.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITION IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2014, the interests of the Direcfors and chief execufive 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 Futures Ordinance (the “SFO")) which were required to be nofified fo
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have under such provisions of the SFO),
or were required pursuant fo section 352 of the SFO, to be entered in the register referred fo therein, or
were required, pursuant fo Rules 5.46 to 5.67 of the GEM Listing Rules, 1o be nofified to the Company
and the Stock Exchange were as follows:

(i) Interests in the Company

Number of Shares held (Note 1)

Inferest of

Beneficial Inferest of controlled Approximate

Name of Director Inferest spouse corporation Total percentage

(%

Li Zhongyu 33,490,6751l]  24,270,000(l] 528,975,000l 586,735,675 (l) 57.49
[Note 4] [Notes 2 and 3

Zheng Weijing 24,180,135 () - 528,975,000l 553,155,135() 54.20
[Notes 2 and 3

Peng Zuohao 23,494,957 (1) = - 23,494,957 l) 2.30

Notes:

1. The letter “L" denotes the Directors’ long position in the Shares.

2. These Shares were held by Silvery Dragon Limited, which was owned as fo 72% by High Eminent
Limited and as to 28% by Prime Origin Limited.

3. High Eminent Limited was owned as to 55% by Ding Rong Limited, a company wholly-owned by Li
Zhongyu, and as to 45% by Ming Cheng Investments Limited, a company wholly-owned by Zheng
Weijing.

4, These Shares were held by Energy Line Limited. Energy Line Limited was wholly-owned by Yang

Qiao who is the spouse of Li Zhongyu.
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(i) Interests in associated corporation - FERE £ # E R EMR 2 (Guangdong Huijin
Pawn Stock Company Limited*) (“Guangdong Huijin”)

Approximate

percentage of

Name of Director Nature of inferest Equity inferest equity interest

(%)

i Zhongyu Interest of controlled corporation RMB71,240,000 70.53
(Nofe)

Zheng Weijing Interest of confrolled corporation RMB71,240,000 70.53
(Note/

Peng Zuohao Beneficial owner RMB2,800,000 277

Nofe:

Such registered capital was confributed by FEEEEEIEGR AT (Huilian Assets Management Company
Limited*) ("Huilian Assets Management”). FYITT S ER B A ABMR A A] (Shenzhen Zhihui Investment
Consulting Company Limited*) “Shenzhen Zhihui") was interested in 72% of the entire equity inferest of
Huilian Assets Management. Shenzhen Zhihui was owned as to 55% by Li Zhongyu and as to 45% by
Zheng Weijing.

* For identification purposes only

(iii)  Interests in associated corporation - Silvery Dragon Limited

Number of Shareholding
Name of Director Nature of interest shares held percentage
[Note 1) (%]
Li Zhongyu Interest of controlled corporation 772 shares of 72.00
[Note 2] US$1.00 each (I
Zheng Weijing Inferest of controlled corporation 72 shares of 72.00
[Note 2) US$1.00 each (I
Notes:
1f The lefter “L" denotes the Director’s long position in the shares of the relevant associated cooperation.
2 These shares were held by High Eminent Limited, which was owned as to 55% by Ding Rong

Limited, a company wholly-owned by Li Zhongyu, and as to 45% by Ming Cheng Investments
Limited, a company wholly-owned by Zheng Weijing.
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Save as disclosed above, as at 30 June 2014, none of the Directors or chief executive of the Company
had any interests or short positions in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations [within the meaning of Part XV of the SFO) which would have to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have under such provisions of the SFO)
or which was required, pursuant fo section 352 of the SFO, to be entered in the register referred fo
therein, or pursuant to Rule 5.46 to 5.67 of the GEM Listing Rules to be notified to the Company and the
Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2014, so far as is known fo the Directors, the following persons [other than the Directors
and chief executives of the Company) had an interest or short position in the Shares and underlying
Shares of the Company which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO:

Interests in the Company
Number of Shares held [Note 1)

Inferest of

Beneficial Interest of controlled Approximate

Name of Shareholder Interest spouse corporation Total percentage

(%]

Silvery Dragon Limited 528,975,000 (1) - - 5289750001 51.83

High Eminent Limited - - 528,975,000() 528,975,000 (I 51.83
(Note 2)

Ding Rong Limited - - 528975,000() 528,975,000 (I 51.83
[Notes 2 and 3)

Ming Cheng Invesments Limited - - 528,975000() 528,975,000 (L) 51.83
[Notes 2 and 3)

Yang Qico - 562465675()  24,270000(l) 586,735,675 57 49
[Note 4) [Note )

Zhang Chushan - 553,155,135() - 553,155,135 1) 5420

[Note 6)

Interim Report 2014 | 23



Nofes:

1. The letter “L" denotes the corporation’s/person’s long position in the Shares.

2. These Shares were held by Silvery Dragon Limited, which was owned as to 72% by High Eminent Limited
and as to 28% by Prime Origin Limited.

3, High Eminent Limited was owned as to 55% by Ding Rong Limited, a company wholly-owned by Li Zhongyu,
and as to 45% by Ming Cheng Investments Limited, a company wholly-owned by Zheng Weijing.

4. Yang Qico is the spouse of Li Zhongyu.

S These Shares were held by Energy Line limited. Energy Line Limited was wholly-owned by Yang Qiao who is

the spouse of Li Zhongyu.

o. Zhang Chushan is the spouse of Zheng Weijing.

Save as disclosed above, as at 30 June 2014, according fo the register of interests required fo be kept
by the Company under section 336 of the SFO, there was no person who had any inferest or short
posifion in the Shares or underlying Shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.

SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share Option Scheme”) pursuant to the written
resolution of the shareholders of the Company on 20 December 2011 for the purpose of providing
incentives or rewards fo the eligible participants for their contribution to the Group and/or enabling the
Group fo recruit and retain high-calibre employees and attract human resources that are valuable to the
Group.

Eligible participants of the Share Option Scheme include the Directors, non-executive officer including
independent non-executive Directors, employees of the Group, customers of the Group, consultants,
advisers, managers, officers or entity that provides research, development or other technological support
fo the Group.

No share option has been granted under the Share Option Scheme since ifs adoption.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company's
listed securifies during the six months ended 30 June 2014.

CORPORATE GOVERNANCE

The Board is of the view that the Company has met the code provisions set out in the Corporate
Governance Code confained in Appendix 15 to the GEM Listing Rules for the six months ended 30 June
2014.
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CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by Direcfors on ferms
no less exacting than the required standard of dealings. The Company has also made specific enquiry
of dll Directors and the Company was not aware of any non-compliance with the required sfandard
of dedlings and its code of conduct regarding securities fransactions by Directors during the six months
ended 30 June 2014.

COMPETING INTERESTS

None of the Directors, controlling shareholders of the Company and their respective associates (as
defined in the GEM Listing Rules) had any interests in any business which compete or may compete with
the business of the Group or any other conflicts of interest which such person has or may have with the
Group as at 30 June 2014.

INTERESTS OF COMPLIANCE ADVISER

As notified by GF Capital (Hong Kong] Limited ("GF Capital’), being the Company’s compliance
adviser, neither GF Capital nor any of its directors or employees or associates had any interest in the
securities of the Company or any member of the Group (including options or rights fo subscribe for such
securiies) as at 30 June 2014, save for the inferests in the RMB Denominated Bonds.
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AUDIT COMMITTEE

The audit committee of the Company (the "Audit Committee”) comprises a tofal of three members,
namely, Mr. Vincent Cheng (Chairman), Mr. lu Quanzhang and Mr. Zhang Gongijun, all of whom are
independent non-executive Directors. The Group's unaudited condensed consolidated results for the six
months ended 30 June 2014 have been reviewed by the Audit Committee but have not been audited or
reviewed by the auditor of the Company. The Board is of opinion that the preparation of such financial
information complied with the applicable accounting standards, the requirements under the GEM Listing
Rules and any other applicable legal requirements, and that adequate disclosures have been made.

By order of the Board
Flying Financial Service Holdings Limited
Li Zhongyu
Chairman

Hong Kong, 14 August 2014
As at the date of this report, the Directors are as follows:

Executive Directors:

Mr. Li Zhongyu (Chairman)
Mr. Zheng Weijing

Mr. Peng Zuohao

Independent Non-executive Directors:
Mr. Vincent Cheng

Mr. lu Quanzhang

Mr. Zhang Gongjun
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