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CHAIRMAN'S STATEMENT

\ +
TEHES
Dear Shareholders,

On behalf of the Board of Hong Kong Finance Group Limited, | am
pleased to present to you our annual results and business review of
our Group for the year ended 31 March 2016. Since the Listing Date,
we continued to record a growth in our money lending business and
produced satisfactory returns to our Shareholders.

CONSOLIDATION AND EXPANSION UNDER
DOWNTRENDING MARKET

We have been providing excellent and high-quality mortgage loan
products to our customers for about 20 years since our establishment
in 1996. Our management team has been working together for more
than a decade and has extensive and solid experience and
knowledge in money lending business, credit management and real
estate investments in Hong Kong. We are strong and experienced in
facing economic and financial challenges, having endured historical
events such as the dot-com bubble in late 2000, the spread of severe
acute respiratory syndrome (SARS) in 2003 and the global financial
crisis in 2008. During these financial crisis, we had successfully
strengthened our position in the mortgage loan market and we were
able to capture the market demand so as to enlarge our market share
and our mortgage loan portfolio during these financial hard times.
Recently, again, there was a sign of economic downtrend and
recession in Hong Kong and the Mainland China. The turbulence in
global stock markets, anticipated rising interest rate in The United
States of America, uncertainty in the local property market and
economy, and keen and highly competitive mortgage loan market in
Hong Kong further created additional challenges to our mortgage loan
business. However, being professional and highly experienced in our
mortgage loan business, we believe the current economic difficulty
could give us opportunity again to consolidate and to expand our
mortgage loan business and portfolio. During the year, which was
generally agreed as a difficult one, we continued to record a growth in
our mortgage loans receivable and interest income.

SOUND PROFITABILITY UNDER ADVERSITY

With our competitive strengths, we continued to record a growth in our
mortgage loans portfolio by 29.1% from HK$522.2 million as at 31
March 2015 to HK$674.1 million as at 31 March 2016. Our interest
income derived from our property mortgage loans portfolio also
surged up to HK$111.3 million for the year ended 31 March 2016, as
compared to HK$99.3 million for the corresponding period in 2015,
representing an increase of 12.1%.
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CHAIRMAN'S STATEMENT

TRMESE

However, due to the recent depression in property market in Hong
Kong, we did not have any fair value gains on revaluation of our
investment properties. This depression also led us to be more
conservative and therefore we have prudently made certain amounts
of provision of impairment in our mortgage loan receivables. Together
with the one-off share option expenses resulting from the grant of
share options to our eligible employees, we unavoidably recorded a
first decrease in our net profit attributable to our Shareholders since
the Listing Date, which decreased by 9.1% from HK$52.9 million to
HK$48.1 million. The basic earnings per share amounted to HK11.6
cents as compared to HK12.7 cents for last financial year.

Although the current economy and property market in Hong Kong are
unfavourable which require us to maintain more financial resources for
our mortgage loans business, to reward and express gratitude to our
Shareholders for their continuous support, the Board recommends the
payment of a final dividend of HK1.6 cents per share. Including an
interim dividend of HK1.9 cents per share paid during the year, total
dividends paid and payable for the year ended 31 March 2016 would
be HK3.5 cents per share, which is similar to the amount of dividends
paid in last year.

CONTINUED MARKET DIFFICULTY AND CHALLENGE

The HKMA continued to impose stringent policies and prudential
measures on property mortgage loans provided by authorised
financial institutions in Hong Kong, which created additional hurdles
for the public who may look for mortgages to satisfy their financial
needs. This gave us business opportunities to expand our mortgage
loan business during the year ended 31 March 2016. However, the
recent financial challenge and unstability made us to be more cautious
and prudent when conducting our mortgage loan business. Although
we have already carried out various measures to counter act the
potential credit and default risks in our mortgage loan and interest
receivables, our net interest margin was unavoidably pressurised
during the year. Nevertheless, we strongly believe these measures
were particularly important and essential during the time of unstable
and uncertain economic environment, which would produce a more
solid and healthy position in our mortgage loan business and would
compensate the impact on our net interest margin. Being the best
alternative to bank mortgages, and leveraging on our 20-year history
and ample experience in the property mortgage loans business, with
diversified products and services, together with our prudent, lasting
and effective approach in implementing loan policies, we believe we
remain highly competitive in the property mortgage loans market and
we are confident that the future performance of our mortgage loan
portfolio, interest income and profit which will generate promising
returns to our Shareholders in the foreseeable future.
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CHAIRMAN'S STATEMENT

TRMESE

In addition, apart from strengthening our credit assessment when
granting and renewing loans to our customers, and performing more
intensive credit reviews so as to maintain sound and healthy mortgage
loans receivable during the financial hard times, we will continue to
look for different financial resources so as to maintain our cost of
funding and net interest margin at justifiable level. We are also in a
progress to consider and to determine launching a new product line of
money lending in order to capture another market segment and
opportunity. We shall continue to channel more resources and effort in
advertising and enhancing our brand image and awareness, and to
promote and develop our products and services. We are confident in
our business expansion and the growth of interest income which will
create sound financial results and performance for our Shareholders
and stakeholders in the years to come.

APPRECIATION

On behalf of the Board, | would like to extend my sincere and heartfelt
gratitude to our Shareholders for their unwavering support to our
Group. | would also like to express my appreciation to the
management and all of our employees for their long-standing loyalty,
diligence and contributions to the success of our Group over the past
years which helped us achieve our fruitful results. We will enhance our
performance to the best of our ability and will produce a more
promising result and a great business expansion for a brighter future.

Chan Kwong Yin William
Chairman

Hong Kong, 15 June 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

B E R M

BUSINESS REVIEW

Since the establishment of our Group for about 20 years, we have
principally engaged in the money lending business of providing
property mortgage loans in Hong Kong under the MLO. During the
year ended 31 March 2016, our Group did not change our focus from
the property mortgage loans business but experienced that such
business in Hong Kong was highly competitive and extremely
challenging.

The HKMA continued to impose stringent policies and prudential
measures on property mortgage loans provided by authorised
financial institutions in Hong Kong, which created additional hurdles
for the public who may look for mortgages to satisfy their financial
needs. This gave us business opportunities to expand our mortgage
loan business during the year ended 31 March 2016. The demand for
our mortgage loan products remained strong, which increased our
mortgage loan portfolio by 29.1% from HK$522.2 million as at 31
March 2015 to HK$674.1 million as at 31 March 2016. Our interest
income derived from property mortgage loans portfolio also surged up
to HK$111.3 million for the year ended 31 March 2016, as compared
to HK$99.3 million for the corresponding period in 2015, representing
an increase of 12.1%.

Although we have recorded growth in both our mortgage loans
receivable and our interest income, due to the turbulence in global
stock markets, anticipated rising interest rate in the United States of
America, uncertainty in the local property market and economy, and
keen and competitive mortgage loan market in Hong Kong, we took
the conservative approach when conducting our mortgage loan
business and was cautious about our credit quality on our mortgage
loan portfolio. To minimise the potential credit and default risks in our
mortgage loan and interest receivables, we have implemented various
measures to proactively but cautiously expand our property mortgage
loans receivable during the year ended 31 March 2016. One of the
significant measures was re-balancing and adjusting our mortgage
loan portfolio by providing more first-mortgage loan products to our
customers with high quality and sound credit history, so as to maintain
our reasonable returns from our mortgage loan portfolio with
anticipated increase in credit and default risks under the current
unfavourable business environment. We have also performed more
strict and tight credit assessments and controls when granting
mortgage loans to our customers so as to manage and reduce the
possible default risks from our loans receivable. The above measures
improved our overall quality on our mortgage loan portfolio but
unavoidably reduced our net interest margin which reduced to 14.3%
for the year ended 31 March 2016, as compared to 18.1% for the
corresponding period in 2015.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Our Directors are of the view that although the above periodical
measures have pressurised our net interest margin, these measures
would produce a more solid and healthy position in our mortgage loan
business which would compensate the impact on our net interest
margin, and we believe these measures were particularly important
and essential during the time of unstable and uncertain economic
environment.

INDUSTRY REVIEW

Recently, there were numbers of public concerns regarding the
increasing number of fraud cases and incidents of overcharging
handling fees by a number of illegal financial agents in the mortgage
loan industry. Unlike other market players in the money lending
industry, we did not place substantial reliance on financial agents or
other professional parties to refer mortgage loan business to our
Group. Even if and when necessary, we have carefully and cautiously
selected those business referrers and agents so that we could provide
reliable and legal mortgage loan products to our customers. Our
Group will continue to pay additional attention when selecting and
assessing the potential mortgage loan business from these third-party
referrers and will co-operate with the government and other authority
in order to fight against such illegal agents and referrers so as to retain
the reputation of financial institutions and money lenders.

FINANCIAL REVIEW

Revenue

Our interest income from money lending business of providing
property mortgage loans in Hong Kong increased by HK$12.0 million
or 12.1% from HK$99.3 million for the year ended 31 March 2015 to
HK$111.3 million for the year ended 31 March 2016. Such increase
was primarily due to the increase in the average month-end balance
of mortgage loans receivable. As discussed above, the increasing
demand for mortgage loan products in our money lending market has
driven up our average month-end balance of aggregate mortgage
loans receivable by HK$147.7 million or 29.8% from HK$495.6 million
for the year ended 31 March 2015 to HK$643.3 million for the year
ended 31 March 2016.

Hong Kong Finance Group Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

B E R M

Administrative expenses

We incurred administrative expenses of HK$36.4 million for the year
ended 31 March 2016 (2015: HK$32.4 million), which mainly
comprised employee benefit expenses, advertising and marketing
expenses, depreciation of property, plant and equipment, provision
for impairment assessment and other miscellaneous expenses. During
the year, the uncertainty in the Hong Kong property market and
economy has potentially diminished the recoverability from our
mortgage loans receivable and repossessed asset and we have
prudently made a provision for impairment assessment amounting to
HK$3.0 million in aggregate for the current year (2015: Nil). Further,
due to the grant of 21,350,000 share options to our eligible employees
during the year, share options expenses of HK$2.8 million for the
current year was incurred and included in employee benefit expenses
(2015: Nil). Details of such grant have been set out in our Company’s
announcement dated 1 April 2015. Overall our administrative
expenses increased by 12.3% to HK$36.4 million during the year.

Finance costs

We incurred finance costs of HK$19.3 million for the year ended 31
March 2016 (2015: HK$9.4 million), which mainly comprised interest
on interest bearing bank and other borrowings, amount due to a fellow
subsidiary and issue of bonds. The significant increase in the finance
costs by HK$9.9 million or 105.3% was mainly attributable to the issue
of bonds in the second half of the last year and the average balance
in issued bonds significantly increased which incurred additional
interest expenses for the current year.

Net interest margin

The net interest margin of our property mortgage loans decreased
from 18.1% for the last corresponding period in 2015 to 14.3% for the
year ended 31 March 2016. The periodical measures and the increase
in our cost of finance, which we have mentioned above, led to a
decrease in net interest margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

B E R M

Profit and total comprehensive income
As a result of the foregoing, our profit and total comprehensive income
for the years ended 31 March 2016 and 2015 attributable to owners of
our Company achieved HK$48.1 million and HK$52.9 million,
respectively, representing a decrease of 9.1%.

During the year, we did not have any fair value gains on revaluation of
investment properties (2015: HK$3.8 million) due to the recent
depression in the property market in Hong Kong, and as we have
mentioned above, we incurred share options expenses of HK$2.8
million for the current year (2015: Nil). Should these non-operating
items be excluded, for comparison and information purposes only, our
profit and total comprehensive income for the years ended 31 March
2016 and 2015 attributable to owners of our Company would be
HK$50.9 million and HK$49.1 million, respectively, maintaining at
similar level as of last year.

LIQUIDITY AND SOURCES OF FINANCIAL RESOURCES
During the year ended 31 March 2016, our Group’s operations and
capital requirements were financed principally through retained
earnings, loans or advances from our fellow subsidiary, Tin Ching
Industrial, as well as bank and other borrowings, and the issue of
bonds. Based on our current and anticipated levels of operations,
barring unforeseeable market conditions, our future operations and
capital requirements will be financed through loans from banks or
other financial institutions that are independent third parties, retained
earnings, proceeds from the issue of the bonds and our share capital.
We had no significant commitments for capital expenditure during the
year ended 31 March 2016.

As at 31 March 2016, our cash and cash equivalent amounted to
HK$20.8 million (2015: HK$22.8 million); amount due to a fellow
subsidiary amounted to HK$89.0 million (2015: HK$39.2 million);
interest bearing bank and other borrowings amounted to HK$179.3
million (2015: HK$129.6 million), and bonds amounted to HK$111.5
million (2015: HK$87.9 million).

Hong Kong Finance Group Limited
ANNUAL REPORT 2016

10

AR EEWALLLE

B ESCATit - AR FIHER A B E ZE 2016 F
&2015F3A31HIEFE ZEMEEEmRA
48 %8 95 Bl /48,100,000 7T K 52,900,000/%5
TG BIEA9.1% °

BN ExCRril c BPIRAFERESMETS
THAGEER MW B EGHIREME 2 AFER
25 (2015 4F : 3,800,000/ 70) @ MERANFEE
A BB RS AERE 2 2,800,000 7% 7T (20154 « 4 ) o
EHEBRZE  WIABEZSIELELEEE -
KAEHE AEREZE2016F K 20154F 3 A
STHLEFEZHAREZEBALEES B A
50,900,000 7t & 49,100,000 78 7T * B2 EF 2
KFERRE -

REEERIBEERZRKIR
HE2016F3A3MBLLETFE  AEFELER
BAFBREEZHRBEN  RARARHMBAF

BEBEZERRBTIANBITREMERE
BITEHFREHES - REAEBERIRTEH 2
BEKE - WBRTAEBERE 2R AEE R
REEBERESFTREARITHE AL BALIE
(BEBYLE=ZF)Z2ER - REBAEF - F17E
FREREMEAREHES - HE2016F3 A
31HIEFE - HAIW MAF(T TR E AR &
¥ o

MR2016F3A31H e kB2 EEMA
20,800,000 77T (20154 : 22,800,000 7T)
FEAF — R & M B A |l 7 3 489,000,000
7 7T (2015 4F : 39,200,000 7T ) © 5 B R 1T
N H b & 3 A& 179,300,00078 7T (20154 -
129,600,000/ 7T) K &% A& 111,500,000 7% 7T
(20154 : 87,900,000/ 7T) °



MANAGEMENT DISCUSSION AND ANALYSIS
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During the year ended 31 March 2016, all interest bearing bank
borrowings were repayable on demand and were secured by our
Group’s investment properties, land and buildings, and corporate
guarantee of our Company. The amount due to a fellow subsidiary and
the other borrowings were unsecured, interest bearing at a rate
ranging from 6.5% to 8.0% per annum and with fixed terms of
repayment. The bonds were unsecured, interest bearing at their
respective pre-determined interest rate ranging from 4.5% to 6.0% per
annum, and were repayable upon 7 years from their respective issue
dates.

During the year ended 31 March 2016, none of our banking facilities
were subject to any covenants relating to financial ratio requirements
or any material covenants that restrict our Group to undertake
additional debt or equity financing. As at 31 March 2016, our unutilised
banking facilities and other unutilised facility available to our Group for
drawdown amounted to HK$15.8 million and HK$61.0 million,
respectively.

During the year ended 31 March 2016, our bonds were subject to
covenants relating to financial ratio requirements, such as interest
coverage ratio, current ratio and debt to equity ratio.

KEY FINANCIAL RATIOS
The following table sets forth the key financial ratios of our Group
during the years ended 31 March 2015 and 2016 respectively:

HZE20165F3A31BILEFE - I ERTT
ERHRRBREERE YAAKEZREY
¥ THEBFUARARAZEEERER
e N — R RME QR FEREMERR

B RN F65%E8.0% 2 FHERAE
YHHEBEEERD BEFREER BN T

45%E6.0% 2 TERFHEFE  LEARES
B2 BITHEER 7 FREE -

HE2016F3A31HILFE @ RITHE N E
b M BB T L R R TE B B 2 A R A SR ) AN
EEAEEIIMEB KB ARE 2 EREARZ
490 N2016FE3 A31H » AIEARNEE R 2
RABRTRHREREMRGABRED A
15,800,000 % 7T } 61,000,000 % 7T °

BHE2016F3A3IBILFE  EBHRMES R
BB ERTEEB R R SEBEX

MENL R R ERE SR -
TEBKEE=R

AT RBMAEE S BIREZ 2015 F % 2016
FIABLEFEZFEMFLE

As at 31 March

MR3A31H
2016 2015
2016 F 20154
Current ratio™ B R M 2.24 2.83
Gearing ratio® BELXE 0.78 0.55

For the year ended 31 March
HEIAIBILFE

2016 2015

2016 4 20154

Net interest margin ratio® FEENLERO 14.3% 18.1%
Return on equity ratio® N EEESC) 10.4% 12.4%
Interest coverage ratio MEBEXRO 4.0 times f& 7.3 times fZ

EBACEREERAT
2016 F 7R
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Notes:

(1)  Current ratio was calculated by dividing current assets by current
liabilities as at the respective year-end date.

(2) Gearing ratio was calculated by dividing net debts (being the total
interest bearing bank and other borrowings, amount due to a fellow
subsidiary and the bonds, less cash and cash equivalents) by total
equity as at the respective year-end date.

(3)  Net interest margin ratio was calculated by dividing net interest income
(being the interest income net of finance costs) by the monthly average
balance of mortgage loans receivable at the respective year-end date.

(4) Return on equity ratio was calculated by dividing profit and total
comprehensive income for year attributable to owners of the Company
by total equity as at the respective year-end date.

(5) Interest coverage ratio was calculated by dividing profit before finance
costs and income tax expenses (excluding fair value gains on revaluation
of investment properties) by the finance costs for the corresponding
year.

PRINCIPAL RISKS AND UNCERTAINTIES

During the year, our Group was facing a number of risks and
uncertainties which might affect our Group’s financial performance
and conditions, results of operations and our growth potential. Some
of these risks and uncertainties which were significant to our Group for
current year are set out below. Risks and uncertainties other than
those outlined below may not be material for the current year but
could become material in the future.

Financial risk

Our Group’s activities expose it to various types of financial risks such
as market risk (including cash flow and fair value interest rate risk),
credit risk and liquidity risk. Our Group’s overall risk management
programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on our Group’s financial
performance. Details of the aforesaid financial risk factors and the
respective risk management measures during the year are elaborated
in Note 3.1 “Financial risk factors” to the consolidated financial
statements of this annual report.
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Operational risk

Operational risk is the risk of actual losses in values caused by the
events that these actual losses arising from the inadequate or failed
internal processes, people and systems, or from external events
(including legal risk), differ from the expected losses. Our executive
Directors are responsible for determining an overall operational risk
control framework, devising and updating policies and procedures
that are adequate to control these operational risks. Our executive
Directors meet regularly to review operational issues, conduct sample
checks on our loan files for proper security documentation. Our senior
management is responsible for supervising the day-to-day adherence
of operational control procedures and maintenance of security
documentation. We also provide training to our employees on our
policies and procedures, as well as update them of current legislation
and practices. We have formulated credit monitoring policies and
operational procedures (which are continuously updated) to ensure
that our employees comply with our internal procedures and
requirements.

Market risk

The performance of our money lending business may be affected by
the changes in economic conditions, business environment and
property market in Hong Kong. Our executive Directors are
responsible for determining an overall market risk control framework,
monitoring and assessing market conditions and devising refined
policies in light of the above adverse factors affecting our Group’s
performance and market position. Our senior management is
responsible for making sure that the policies so developed are duly
implemented and executed.

Valuation of pledged collaterals and investment properties
We have granted our secured mortgage loans to our customers based
on the values of the properties that these customers can mortgage to
us as collaterals. Therefore, any fluctuation of the values of these
collaterals of our customers will affect both the amount of our
mortgage loans granted and the risk of recovering the full amount of
mortgage loans in the event of default. These will in turn affect our
interest income and the amount of provision for impairment
assessment. We will closely monitor the safety margin of our mortgage
loans and assess the relevant risk from time to time. Our loan officers
will also assess individually whether such amount of mortgage loans
can be fully recovered with reference to the loan repayment ability of
that customer.
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Our Group holds several investment properties which have been
leased out for rental income. Investment properties are carried at fair
value, representing open market value determined at each reporting
date by independent professionally qualified valuer. Changes in fair
value of our investment properties are recognised as gain or l0ss in
the statements of comprehensive income directly and affects our net
profit accordingly.

SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS

Our Group did not have any significant investments held, material
acquisitions and disposals of subsidiaries and associated companies
during the year ended 31 March 2016.

IMPORTANT EVENTS OCCURRED AFTER THE END OF
THE FINANCIAL YEAR

Our Group did not have any important events affecting our Company
and our subsidiaries since the end of the financial year ended 31
March 2016 and up to the date of this report.

COMPLIANCE WITH MONEY LENDERS ORDINANCE

Our Group is required to and has, at all time, strictly complied with all
relevant laws and regulations. In the opinion of our Directors, in
addition to the Listing Rules, MLO constituted a significant influence
on our Group’s money lending business during the year ended 31
March 2016.

The MLO is the principal statute which governs the money lending
business in Hong Kong. Our money lending business of providing
property mortgage loans in Hong Kong has been conducted by our
principal operating subsidiary, HK Finance, for about 20 years. Since
the first grant of money lenders licence to HK Finance, we have never
received any objection and have never been investigated by the
registrar nor the commissioner of HKMA regarding the renewal of the
money lenders licence. During the year, the money lenders licence of
HK Finance was successfully renewed on 23 June 2015, and
subsequent to the year ended 31 March 2016, we have successfully
renewed this licence on 31 May 2016.

To the best of our knowledge, our Group has complied with the MLO
in all material aspects, and our Directors were not aware of any matter
that might come to their attention that our money lenders licence
would be suspended, terminated or would not be renewed in the
foreseeable future.
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CUSTOMERS

During the year ended 31 March 2016, our customers comprised
individuals and corporations in Hong Kong and were all independent
third parties (within the meaning of Chapter 14A of the Listing Rules),
which were not connected persons or senior management to our
Group. We granted loans to these customers on the basis of the
properties that they offered to mortgage to us as security for the loans
provided by us.

During the year, our top five customers (as determined by interest
income generated) accounted for approximately 19% (2015: 14%) of
our total revenue and our single largest customer accounted for
approximately 6% (2015: 4%) of our total revenue.

EMPLOYEES AND REMUNERATION POLICY

As at 31 March 2016, our Group employed 20 full time employees.
The total staff costs of our Group for the year ended 31 March 2016
were HK$15.2 million (2015: HK$11.5 million).

Our Group relies on our remuneration policy on the position, duties
and performance of our employees. The remuneration of our
employees may include salary, overtime allowance, bonus and various
subsidies. We conduct performance appraisal on an annual basis.
Our Company has also adopted the share option scheme, the purpose
of which is to provide incentives to our employees who made
contributions to our Group with a view to motivating them and/or
attracting and retaining them for the long term growth of our Group.
During the year, our Group has granted 21,350,000 share options to
our eligible employees, the details of such grant have been set out in
our Company’s announcement dated 1 April 2015.

ENVIRONMENTAL POLICY AND PERFORMANCE

Our Group is committed to contributing to the sustainability and
protection of the environment. We adhere to the principle of recycling
and energy saving. We have encouraged and motivated our staff to
be environmental-friendly in the office such as using recycled papers
during printing and copying, reducing electricity consumption by
switching off idle lightings and electrical appliances, etc.

CHARGES ON GROUP ASSETS

As at 31 March 2016, our land and buildings of HK$59.3 million (2015:
HK$60.8 million) and our investment properties of HK$76.9 million
(2015: HK$76.9 million) were secured for the Group’s bank
borrowings.
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FOREIGN EXCHANGE EXPOSURE

During the year, the business activities of our Group were
denominated in Hong Kong dollars. Our Directors did not consider our
Group was exposed to any significant foreign exchange risks. Our
Group did not use derivative financial instruments to hedge against
the volatility associated with foreign currency transactions and other
financial assets and liabilities arising in the ordinary course of
business.

CONTINGENT LIABILITIES
As at 31 March 2016, our Group had no material contingent liabilities
(2015: Nil).

FUTURE DEVELOPMENT AND PROSPECTS

As discussed above, the recent financial hard times and unstable
economic environment have put additional burdens and hurdles on
our mortgage loan business. However, being professional and highly
experienced in our mortgage loan business, we believe the current
economic difficulty could give us opportunity again to consolidate and
to expand our mortgage loan business and portfolio. During the year
ended 31 March 2016, which was generally agreed a difficult one, we
continued to record a growth in our mortgage loans receivable and
interest income. We expect such growth will continue by providing
more first mortgage loan products to our customers which, we believe,
such approach to re-balancing and adjusting our mortgage loan
portfolio is particularly important and essential during the economic
downtrend. We shall continue to perform strict and tight credit
assessments and controls when granting mortgage loans to our
customers so as to manage and reduce the possible default risks from
our loans receivable. On the other hand, we shall continue to look for
different financial resources so as to maintain our cost of funding and
net interest margin at a justifiable level. We are also in a progress to
consider and to determine launching a new product line of money
lending in order to capture another market segment and opportunity.
We shall continue to channel more resources and effort in advertising
and enhancing our brand image and awareness, and to promote and
develop our products and services. We are confident in our business
expansion and the growth of interest income which will create sound
financial results and performance for our shareholders and
stakeholders in the years to come.
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CORPORATE GOVERNANCE PRACTICES

Our Company is committed to achieving and maintaining high
standards of corporate governance consistent with the needs and
requirements of our business and our Shareholders for enabling them
to evaluate how the principles of corporate governance have been
applied. The corporate governance principles of our Company
emphasis a quality board, sound internal controls, and transparency
and accountability to all Shareholders.

Our Company has adopted and complied with the code provisions
(the “Code Provisions”) as set out in the CG Code during the year
ended 31 March 2016.

During the year ended 31 March 2016, the Board had reviewed our
Company’s corporate governance policies. The Directors will carry out
a regular review and will propose any amendment, if and when
necessary, to ensure compliance with the Code Provisions from time
to time.

The below sets out the corporate governance principles and practices
adopted by the Group which indicate how the Group has applied
relevant principles in the CG Code.
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BOARD OF DIRECTORS

Board composition

The Board currently comprises six Directors, including three executive
Directors and three independent non-executive directors, with a
variety and a balance of skills and experience in accounting, business,
marketing, finance, investment and legal profession. During the year
and up to the date of this report, the composition of the Board was as
follows:

Name of Directors

BEEfS

EE=g

EEZEHE

EESRMANRESAN  BR=ZBWNTE
ER=RBIUFNTES  REREZHHN
Ve R &R RESR  BE - ZH &
B REMEREE - RFARBEEAREAR
B EESREXBIHMT

Membership of Board Committee(s)

ESZEERERK

Executive Directors:
HITES:
Mr. Chan Koung Nam
PRt SEA
Mr. Chan Kwong Yin William (Chairman of the Board)
MABRE(EFSLE)
Mr. Tse Pui To (Chief Executive Officer)
AIEB ST (TTHAEEL)

Independent Non-executive Directors:
BYFHTES:
Mr. Chan Siu Wing Raymond
BRIKER e 4
Mr. Chu Yat Pang Terry
PN pted

Mr. Cheung Kok Cheong
SREE kA

The Chairman of the Board is Mr. Chan Kwong Yin William and the
Chief Executive Officer of the Company is Mr. Tse Pui To. The roles of
the Chairman of the Board and the Chief Executive Officer are
separate and exercised by different individuals.

During the year, the Chairman has met with all of three independent
non-executive Directors without the executive Directors present.

1 8 Hong Kong Finance Group Limited
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Member of Remuneration Committee

FMEZEEKE

Chairman of Nomination Committee

RAZEEXR

Chairman of Audit Committee
BEREZEgT

Chairman of Remuneration Committee
FWEEEERE

Member of Audit Committee
BEZEBEBKE

Member of Nomination Committee
RELZEEGKE

Member of Audit Committee
EZEZEEKE

Member of Remuneration Committee
HMEEGKE

Member of Nomination Committee
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Our Company has complied with Rules 3.10(1) and (2) and 3.10A of
the Listing Rules that the Board contains at least three independent
non-executive directors representing at least one-third of the Board,
and at least one of whom must have appropriate professional
qualifications, or accounting or related financial management
expertise. The independent non-executive directors have dedicated to
provide our Company with professional advice with respect to the
steady operation and development of our Company. They also
exercised supervision and coordination to safeguard the interests of
our Company and our Shareholders.

Mr. Chan Siu Wing Raymond (independent non-executive Director and
Chairman of the Audit Committee) is regarded as the appropriate
person to fulfill such qualifications of having appropriate professional
qualifications, or accounting or related financial management
expertise as required under the Listing Rules.

Each of the independent non-executive Directors has confirmed in
writing to our Company their independence in particularly in regard to
the requirements under Rule 3.13 of the Listing Rules. The Board
considers that the independent non-executive Directors are free from
any business or other relationship that may influence their exercise of
independent judgement and are considered to be independent in
accordance with the guidelines set out in Rule 3.13 of the Listing
Rules.

The operation of the board

The Board’s main task is to supervise and direct the management of
our Company to operate under good corporate governance in order to
maximise value of our Shareholders while balancing the interest of our
various stakeholders.

The Board holds meetings to monitor the performance of our Company

as against the budget and to be briefed with market developments, to

discuss and decide on major corporate, strategic and operational

issues, and to appraise any good investment opportunities available.

The major duties performed by our Board are as follows:

1. setting our Company’s values and standards, the objectives of
our Company and responsibilities of the Board and its various
committees;

2. establishing the strategic direction for our Company;

3. setting targets for and monitoring the performance of the
management of our Group;

4. supervising the annual and interim results of our Group;
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5. ensuring that a framework of prudent and effective internal 5.

control is in place to assess and manage the risk of our Group
and implementing appropriate systems to manage these risks;

2

overseeing the relationships between our Company and our 6.
Shareholders, customers, the community, various government
authorities, interest groups and others who have a legitimate
interest in the responsible conduct of our Group’s business;

7. identifying and assessing any matters involving a conflict of 7.
interest for a substantial Shareholder or a Director;

8.  determining (if any and available) any material acquisitions and/ 8.
or disposals of assets, investments, capital, projects, authority
levels, major treasury policies, risk management policies and
key human resources issues; and

9.  considering and determining issues which are the responsibilities 9.
of the Board pursuant to our Company’s Memorandum and
Articles of Association and the relevant laws and regulations in
force by which our Company is governed from time to time.
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The Board is also responsible for the following corporate governance #ZeMABEEEU TS AT

duties:

1. developing and reviewing our Company’s policies and practices 1.
on corporate governance and making recommendations on any
amendment or updates (if any);

2. reviewing and monitoring the training and continuous 2.
professional development of Directors and our Company’s senior
management;

3. reviewing and monitoring our Company'’s policies and practices 3.
on compliance with legal and regulatory requirements;

4. developing, reviewing and monitoring the code of conduct and 4.
compliance manual (if any) applicable to our Company’s
employees and Directors;

5. reviewing our Company's compliance with the CG Code and 5.
disclosure in the Corporate Governance Report under the CG
Code; and

6. being responsible for performing any other corporate 6.
governance duties and functions set out in the CG Code and the
Listing Rules (as amended from time to time), or delegating the
responsibility to a committee or committees (if applicable).
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The Board delegates to the management of the Company in respect
of the major corporate matters as stated below:

1.

preparation of the annual and interim results of the Group to be
approved by the Board;

giving clear directions to the management team as to their
powers of management, and circumstances in which the
management team should report back;

implementation of sufficient systems of internal control and risk
management procedures of the Group;

execution of the corporate strategies and directions of the Group
adopted by the Board; and

carrying out day-to-day management, administration and
operation of the Group, etc.

The Board members are required to meet regularly at least four times
a year. During the year ended 31 March 2016, the Board members
have met four times, and have attended the annual general meeting of
our Company. The attendance of each Director at these meetings are
stated as follows:

EZeRUTHEEBEIECEEERTAR
RIEEERE

1. SESHESSMAEZAREFE RS
HiZRAE -

2. HERBBRcEERNRERBEBAR
W2 IERAE B,

BETAREZRRARNEERERE R
HIE

4. HTEFEMRMAZIASELERER
TR

5. RAASBHYEE TRREEST
ff o

EFeREFELRTOAEREH - B2
20165 3HABHILFE EFgKEE R
Mrxes THEAARRITZBRRAFK
g REFHEZSEBE BRI AT

Members of the Board

Attendance/
Number of
Board meetings
regularly held

Attendance/
Number of
annual general
meeting held

HERE HERE,
EEZgER REBFRE
EEENE ERETRHY BITRE
Executive Directors:
HITES:
Mr. Chan Koung Nam 4/4 1/1
bR e FE o A
Mr. Chan Kwong Yin William (Chairman of the Board) 4/4 11
BRABEE (EFSFE)
Mr. Tse Pui To (Chief Executive Officer) 4/4 1/1
AIBB R A (TTBAESL)
Independent Non-executive Directors:
BAFHITESE !
Mr. Chan Siu Wing Raymond 4/4 1/1
BRIKEE T 4
Mr. Chu Yat Pang Terry 4/4 1/1
RIRmG &4
Mr. Cheung Kok Cheong 4/4 1/1
REIE A&
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Board meetings regularly held during the year were scheduled in
advance and notices of not less than fourteen days were given to all
Directors so as to give them an opportunity to attend. Board papers
were circulated to Directors not less than three days in advance
before the date of a Board meeting to enable the Directors to be well
informed on matters to be raised and discussed at the Board
meetings. All Directors were given an opportunity to include matters in
the agenda for Board meetings.

In addition, Directors at all times had full and timely access to all
information of our Group and may seek independent professional
advice at our Company’s expense in carrying out their functions, after
making a request to the Board.

The biographies of the Directors are set out on in the section headed
“Directors and Senior Management”. Save as disclosed on those
pages as set out above or any pages in this annual report, the Board
members did not have any family, financial, business or other material/
relevant relationship with each other and in particular, between the
Chairman of the Board and the Chief Executive Officer as disclosed
therein.

The list of Directors and their roles and functions have been published
on the websites of our Company and of the Stock Exchange pursuant
to the Listing Rules from time to time.

Appointment and re-election of retiring Director

Each of the executive Directors has entered into a service contract
with our Company for an initial term of three years and is renewable
automatically for successive terms of three years, and each of the
independent non-executive directors has been appointed for an initial
term of two years and thereafter it may be extended for such period as
he and our Company may agree in writing.

Pursuant to Article 84 of the Articles of Association of our Company, at
each annual general meeting one-third of the directors for the time
being or, if their number is not a multiple of three, the number nearest
to but not less than one-third) shall retire from office by rotation
provided that every director shall be subject to retirement at an annual
general meeting at least once every three years. A retiring director
shall be eligible for re-election at such meeting. Accordingly, Mr. Tse
Pui To (Chief Executive Officer and Executive Director) and Mr. Chan
Siu Wing Raymond (Independent Non-executive Director) will retire
and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting of the Company.
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Training and support for Directors

During the year ended 31 March 2016, briefings and reading materials
had been provided and funded by our Company to develop and
refresh the Directors’ knowledge and skills (including but not limited to
corporate governance matters and any development or updates on
the Listing Rules and other relevant regulatory requirements) as their
continuous professional development so as to keep abreast of their
collective responsibilities and to emphasis on the roles, functions and
duties of a listed company director.

During the year ended 31 March 2016, the Directors had participated
in the continuous professional development as follows:

Name of Directors

BEEfE

EERIIRZE
HE2016F3A31HILEE  ARAEAE
EREEN LEEERTAEEEER A
ERERHENHBEITE(BEATRENDE
EREENREBLEMRAREMEBEER
EZEMBRIEER) EAERFE
BERR ERSERMTHEEEERE MU
MREETARESZ AR - B LBE -

HZE2016F3A31HIEFE  EFLRXHELT
HEEEER

Participated in
continuous professional
development programmes

SREREXRERE

Executive Directors:
HITESE:
Mr. Chan Koung Nam
PR ¢ A 5 A
Mr. Chan Kwong Yin William (Chairman of the Board)
MABRE (BEFSLE)
Mr. Tse Pui To (Chief Executive Officer)
IR ST (TTHAEEL)

Independent Non-executive Directors:
BYFHITES :

Mr. Chan Siu Wing Raymond

BRIKER ST 4

Mr. Chu Yat Pang Terry

RIS k&=

Mr. Cheung Kok Cheong

REIE A

Our Company will also continuously update our Directors on the latest
developments regarding the Listing Rules and other applicable
regulatory requirements, to ensure compliance and enhance their
awareness of good corporate governance practices, and to ensure
that their contribution to the Board remains informed and relevant.

ARRITHE ETRA R EMEREERTEZ
BRHERFENGES  BRESFETRIESR
REGCEREATRIERE  NWERSHEHE
FEFHABRABZER -

BERGFEREERAF
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COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS

The Board has adopted the Model Code to monitor the code of
conduct regarding securities transactions by our Directors.

Having made specific enquiry of all Directors, they all have confirmed
that they have complied with the required standards as set out in the
Model Code during the year under review.

BOARD COMMITTEES

The Board has established three committees, namely the Audit
Committee, the Remuneration Committee and the Nomination
Committee to oversee the relevant aspects of our Group’s affairs. The
three Board committees are provided with sufficient resources to
discharge their duties.

Audit Committee
The Audit Committee of our Company was established with specific
written terms of reference in compliance with the Listing Rules.

During the year, the roles and functions of Audit Committee included:

(a) making recommendations to the Board on the appointment, re-
appointment and removal of the external auditor, and approving
the remuneration and other terms of engagement of the external
auditor, and any questions of its resignation or dismissal;

(b) reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

(c) developing and implementing policy on engaging an external
auditor to supply non-audit services;

(d) monitoring the integrity of our Company’s financial statements
and annual report and accounts, interim report, and reviewing
significant financial reporting judgments contained in them;

(e) reviewing our Company’s financial controls, internal control and
risk management systems;

(f)  discussing the internal control system with management to
ensure that management has performed its duty to have an
effective internal control system;
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V)

(n)

considering major investigation findings on internal control
matters as delegated by the Board or on its own initiative and
management’s response to these findings;

reviewing our Group's financial and accounting policies and
practices;

reviewing our external auditor’'s management letter, any material
queries raised by the auditor to management about accounting
records, financial accounts or systems of control and
management’s response;

ensuring that the Board will provide a timely response to the
issues raised in the external auditor’'s management letter;

reporting to the Board on the matters set out above;

reviewing arrangements employees of our Company can use, in
confidence, to raise concerns about possible improprieties in
financial reporting, internal control or other matters as well as our
whistleblowing policy;

acting as the key representative body for overseeing our
Company'’s relations with the external auditor; and

considering other matters, as defined or assigned by the Board
from time to time.

The Audit Committee discharged its responsibilities as required in
accordance with its terms of reference during the year ended 31
March 2016 and the major of which are stated as:

reviewing and monitoring the integrity of the interim results,
annual results and financial statements of our Company and of
our Group and reviewing significant financial reporting
judgments;

reviewing and monitoring the reporting, accounting and financial
policies and practices of our Company;

reviewing the interim report and annual report of our Company;

reviewing the connected transactions and discloseable
transactions; and

reviewing and monitoring the internal control system and risk
management of the Group.

(9)

(h)

)

(k)

V)

(m)

(n)
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The members of the Audit Committee comprise Mr. Chan Siu Wing
Raymond (Chairman of Audit Committee), Mr. Chu Yat Pang Terry and
Mr. Cheung Kok Cheong, all of them are independent non-executive
directors whereas Mr. Chan Siu Wing Raymond possesses the
appropriate professional qualifications and experience in accounting
or related financial management expertise as required under the
Listing Rules.

During the year ended 31 March 2016, two meetings of the Audit
Committee were held (with the attendance of our Company’s external

ERZEERERREREE(ERZE ST

B)  REBEERFEELRE  REHAHB

TIFMITESR  RIREEHEE LTRABRE
= qu‘Jfoﬁfﬁﬁﬁ%E@EEZ EEFEEERN

HZE2016F3A31HILFE  ERZEED
BRI LR (ARRIINEZEEELHE

auditor in compliance with the Code Provisions and the Audit AR EEZLZESRESRE) 288
Committee’s terms of reference), and all members had attended these K EHRN LB EFEZEZ @3 BESE 2
meetings during the aforesaid period with their respective record of  HEEEERAT -
attendance as follows:
Attendance/
Number of Audit
Members of the Audit Committee Committee meetings held
RE BREES®
EREEENE BRETIRY
Independent Non-executive Directors:
BYFHTES:
Mr. Chan Siu Wing Raymond (Chairman of the Audit Committee) 2/2
BRIKEREE (FREERLE)
Mr. Chu Yat Pang Terry 2/2
Ries k&
Mr. Cheung Kok Cheong 2/2
REIE A&

The Audit Committee has reviewed the contents of this annual report.
The Audit Committee has discussed with the management of our
Company the internal control and financial reporting matters including
the accounting principles and practices related to the preparation of
the consolidated financial statements for the year ended 31 March
2016. The Audit Committee has also reviewed the consolidated
financial statements for the year ended 31 March 2016 with the
management and the auditor of our Company and recommend them
to the Board for approval.

The terms of reference of the Audit Committee are available on the
websites of our Company and of the Stock Exchange, respectively.
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Auditor’s Remuneration

The Audit Committee of our Company is responsible for considering
the appointment and re-election of our Company’s external auditor
and reviewing any non-audit services provided by our external auditor.
During the year, our Group has paid or payable to our external auditor,
PricewaterhouseCoopers, the audit service in relation to the audit of
annual consolidated financial statements for the year ended 31 March
2016 of HK$950,000 (2015: HK$900,000) and the non-audit service in
relation to the review of interim condensed consolidated financial
statements for the six-month ended 30 September 2015 of
HK$250,000 (2015: HK$250,000), totalling HK$1,200,000 (2015:
HK$1,150,000) in aggregate. The Audit Committee considered that
the non-audit service has no adverse effect on the independence of
the auditor. There was no disagreement between the Board and the
Audit Committee on the selection, appointment, resignation or
dismissal of the external auditor.

Remuneration Committee

The Remuneration Committee of our Company was established with
specific written terms of reference in compliance with the Listing
Rules.

The roles and functions of the Remuneration Committee include:

(a) making recommendations to the Board on our Company’s policy
and structure for all Directors’ and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy which
is being reviewed regularly;

(b) reviewing and approving the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

(c) making recommendations to the Board on the remuneration of
non-executive directors;

(d) considering salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in our Group;

(e) reviewing and approving compensation payable to executive
Directors and senior management for any loss or termination of
office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

() reviewing and approving compensation arrangements relating to
dismissal or removal of directors for misconduct to ensure that
they are consistent with contractual terms and are otherwise
reasonable and appropriate; and
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(g) ensuring that no Director or any of his associates is involved in
deciding his own remuneration.

During the year ended 31 March 2016, the Remuneration Committee
had reviewed (i) the remuneration packages and bonus of executive
Directors and our Company’s senior management in relation to the
terms of their service agreements and letters of appointment and in
accordance with the written remuneration policy of the Company
(which had been reviewed during the said year); and (ii) had assessed
the performance of executive Directors and the Company’s senior
management.

Our Company has adopted and the Remuneration Committee has
been delegated with responsibility by the Board to determine the
remuneration packages of individual executive Directors and the
senior management of our Company.

The members of the Remuneration Committee include Mr. Chu Yat
Pang Terry (Chairman of Remuneration Committee) and Mr. Cheung
Kok Cheong, both are independent non-executive Directors, and Mr.
Chan Koung Nam, an executive Director.

During the year ended 31 March 2016, two meetings of the

Remuneration Committee were held and all members had attended
these meetings with their respective record of attendance as follows:

Members of the Remuneration Committee

FHEEERE

(9) BREAEFHELCABBRANGSHE
BEEEARGHH -

HE2016F3AHILEFE  HTHNEZE = ()
B RLAR T e I 2= 1T bR 2 I RUA AR B AR A 7
ER M FERF CERMFHMBCER - BETBIT
BEERARASREBAB ZHMMAS R
0 RNTZIITESREARASREEA
B2RH -

ARRERANFNEEQCREZER TR
ABEARAENATEERSREREZH
MaEs -

FHEZE SR BEBRBYIFRTESTREE L
£ (HFMEERER) MRES KL - ARBTT
EEBRLELE -

HE2016F3A3MBIEFE FHEEEE
BITMRZHR ERNEHYEHEZST S
HESEBZHFEREENT

Attendance/

Number of Remuneration
Committee meetings held
HERY FTHEES
BRETRY

Independent Non-executive Directors:
BYFHITES :
Mr. Chu Yat Pang Terry (Chairman of Remuneration Committee)
RigMs k(G ZES 2+ /%)
Mr. Cheung Kok Cheong
=P

Executive Directors:
HITES
Mr. Chan Koung Nam
PRt A

The terms of reference of the Remuneration Committee are available
on the websites of our Company and of the Stock Exchange
respectively.
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Nomination Committee

The Nomination Committee of our Company was established with
specific written terms of reference in compliance with the Listing
Rules.

The roles and functions of the Nomination Committee include:

(a) determining the policy of the nomination of Directors during the
year and adopt the nomination procedures and the process and
criteria to select and recommend candidates for directorship;

(b) reviewing the structure, size, diversity and composition (including
the skills, knowledge and experience) of the Board at least
annually and making recommendations on any proposed
changes to the Board to complement our Company’s corporate
strategy;

(c) identifying individuals suitably qualified to become members of
the Board and selecting or making recommendations to the
Board on the selection of individuals nominated for directorships;

(d) assessing the independence of the independent non-executive
Directors;

(e) making recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors
in particular the chairman and the chief executive; and

(f)  reviewing regularly the Nomination Policy and Board Diversity
Policy of the Company to ensure the effectiveness of these
policies and reviewing any progress on achieving those
objectives in these policies.

The members of the Nomination Committee include Mr. Chan Kwong
Yin William, an executive Director and Chairman of the Board
(Chairman of the Nomination Committee), Mr. Chu Yat Pang Terry and
Mr. Cheung Kok Cheong, both are independent non-executive
Directors.

During the year ended 31 March 2016, one meeting of the Nomination
Committee was held to (i) assess the independence of independent
non-executive Directors; (ii) review the re-appointment of retiring
Directors at the 2015 annual general meeting of the Company; (iii)
review the structure, size, diversity and composition of the Board and
determine the policy; and (iv) review the roles of the existing Directors
and ascertain whether any conflict of interests had been arisen for the
Directors.
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During the year ended 31 March 2016, one meeting of the Nomination #E20164E3A31HIFFE 2L ZEEeC
Committee was held and all members had attended this meeting with 87—k &€#% 2 EKELHELEEAEE

their respective record of attendance as follows: WEZSBZHEFEIENT
Attendance/
Number of Nomination
Members of the Nomination Committee Committee meeting held
R REEES®
EERAGRE BHRETRE
Executive Director:
BITESE:
Mr. Chan Kwong Yin William (Chairman of the Nomination Committee) 1/1
MABEERE(BEZESTE)
Independent Non-executive Directors:
BYFHTES:
Mr. Chu Yat Pang Terry 1/1
7N v
Mr. Cheung Kok Cheong 11
REIE ST

The terms of reference of the Nomination Committee are available on 12 Z & E @& E D BN A 5] KB T4
the websites of our Company and of the Stock Exchange, respectively.  uha[{t&ER] -

Board diversity policy EEEHESUILBE
The Board has adopted a “Board Diversity Policy”, which requires the %%Aaﬁwﬂq [EFeBESbBE] - K
Nomination Committee of our Company to review annually the AFIREZEESEFIHEERTEESLE .

structure, size, diversity and composition of the Board and where A2 - K E Z it b AR @ Wit (@EFR) £
appropriate, make recommendations on any proposed changes to the E,Lﬁz§$"\ﬁ2;\;n1tﬁﬁfﬁ§$A{/ﬁﬁ 0]
Board for achieving diversity to our Board members, so as to enhance  ## %Mm,ﬂ WEEE HmEAARATRIRK
the quality of our performance. In relation to reviewing and assessing o gt R ESSHEKTE  IREEE
the Board’s composition, the Nomination Committee has considered a @E%E%Iﬁ% C BIEERERMER - E
number of aspects, including but not limited to gender, age, cultural % - X{ERHEE = - BEEK - Fag - A5
and educational background, professional qualifications, skills,  DAKR{T3 B[R &5 o

knowledge and industry and regional experience.

The Nomination Committee will consider all the measurable objectives 1REZEZEe@BEEMARETEEZESKESZ T
that have been set for implementing the Board Diversity Policy for (bLEiEmMEIEZ st E8E B RkEHEFS
achieving diversity on the Board and recommend them to the Board fKE% it - WA EELEEZZSHE  EA
as selection criteria for potential candidate to the Board. The Company EEZ@ %518 A 2 #3868 c XA FIHEY &
aims to build and maintain an appropriate balance of diversity EEFEESFe/KE % T/LEE - HRE AN
perspectives of the Board that are considered beneficial to the ®EF| W FHRTTERNESTSKE Z (L
Company, and will regularly review the progress on achieving those HFEFAEHZEFEEEZER
measurable objectives set out in the Board Diversity Policy.
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The Board diversity policy of the Company is as follows:

Purpose
This policy aims to set out the approach to achieve diversity on
the Board.

Scope

This policy applies to the Board. It does not apply to diversity in
relation to the employees of the Company, nor the board of
directors and the employees of any subsidiary of the Company.

Vision

The Company recognises and embraces the benefits of having a
diverse Board and sees increasing diversity at the Board level
as an essential element in promoting good corporate
governance practice and maintaining the Company’s
competitive advantage.

Policy Statement

The Nomination Committee will review annually the structure,
size and composition of the Board and where appropriate, make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy. In relation to
reviewing and assessing the Board composition, the Nomination
Committee will consider a number of aspects, including but not
limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and industry and
regional experience.

Measurable Objectives

5.1 The Nomination Committee will discuss and agree on the
measurable objectives for achieving diversity on the Board
and recommend them to the Board for adoption.

5.2 The Company aims to build and maintain an appropriate
balance of diversity perspectives of the Board that are
considered relevant to promoting the Company’s business
growth and maintaining its competitiveness in a long term
perspective.

Monitoring and Reporting

The Nomination Committee will report annually, in the Company’s
Corporate Governance Report, a summary of this policy and
where applicable, the measurable objectives that the Board has
adopted for implementation of this policy and the progress made
towards achieving these objectives.
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7. Review of this policy
The Nomination Committee will review this policy, as appropriate,
and discuss any revisions that may be required, and recommend
any such revisions to the Board for consideration and approval.

For the year ended 31 March 2016, our Company had regularly
reviewed the progress on achieving those objectives set out in the
board diversity policy above.

ACCOUNTABILITY AND AUDIT

Financial reporting

Financial results of our Group are announced in a timely manner in
accordance with all statutory requirements, particularly the timeframe
as stipulated in Rule 13.49(1) and Rule 13.49(6) of the Listing Rules.

All Directors acknowledged their responsibility for preparing the
financial statements of our Group on a going concern basis, with
supporting assumptions or qualifications as necessary, for each
financial period which gives a true and fair view of our Group’s
financial affairs for the year ended 31 March 2016.

The statement of the auditors about their reporting responsibilities on
the financial statements of our Group is set out in the section headed
“Independent Auditor’'s Report”.

Internal controls and risk management

The maintenance of a sound and effective internal control system and
risk management in our Group is important to safeguard our
Shareholders’ investment and our Company’s assets.

During the year ended 31 March 2016, the Board had conducted a
review by our Company’s internal control advisor appointed by the
Board, RSM Consulting (Hong Kong) Limited (“RSM”), of the
effectiveness of the internal control system of our Group. RSM had
prepared the internal control report for the year ended 31 March 2016
to the Board for Directors’ review, which covered all material controls,
including financial, operational and compliance controls and risk
management functions of the Group. The Board considered the
internal control system is effective and adequate.

The Board holds full responsibility for the system of internal control
and risk management of the Group and will regularly and continuously,
at least annually, through the Audit Committee or by the Board itself,
review its effectiveness from time to time.
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The Board has implemented procedures and internal controls for the
handling and dissemination of inside information. Our Company has
adopted the inside information policy which aims to set out guidelines
to the Group’s directors, officers and all relevant employees to ensure
inside information (as defined below) of the Company is to be
disseminated to the public in equal and timely manner in accordance
with the applicable laws and regulations.

The term “relevant employee” refers to employee of the Group,
because of his office or employment, who is likely to be in possession
of the unpublished inside information (as defined below).

Under the new Part XIVA of the SFO, inside information is the specific
information about the company, its shareholder or officer or its listed
securities or derivatives, which is not generally known to the persons
who are accustomed, or would be likely, to deal in the company’s
listed securities but would, if generally known to them, be likely to
materially affect the price of the company’s listed securities.

During the year ended 31 March 2016, the Board had reviewed the
Company’s inside information policy.

COMPANY SECRETARY
During the year ended 31 March 2016, our Company Secretary
undertook no less than 15 hours of relevant professional training.

INVESTOR RELATIONS AND COMMUNICATION

The Board has established a Shareholders’ communication policy for
maintaining an on-going dialogue with our Shareholders and other
stakeholders and encouraging them to communicate actively with our
Company.

This policy sets out the principles of our Company in relation to
Shareholders’ communications, with the objective of ensuring that the
communications with our Shareholders and other stakeholders
(including potential investors) with ready, equal and timely access to
balanced and understandable information about our Company
(including its financial performance, strategic goals and plans,
material developments, corporate governance and risk profile), in
order to enable our Shareholders and other stakeholders to exercise
their rights in an informed manner mainly through our Company’s
corporate communications (such as interim reports and annual
reports, announcements and circulars, and notices of meetings),
annual general meetings and other general meetings, as well as
disclosure on the websites of our Company and of the Stock
Exchange, respectively.
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Announcements, interim reports, annual reports and circulars and
associated explanatory documents etc. are dispatched to our
Shareholders and are also published on the websites of our Company
and of the Stock Exchange, respectively, under a dedicated “Investor
Relations” section under the sub-section headed “Information
Disclosure” thereon as soon as practicable in plain language and in
both English and Chinese versions or where permitted, in single
language, and will be updated on a regular basis and in a timely
manner.

Our Company’s website provides our Shareholders and other
stakeholders with the corporate information, such as our principal
business activities and products, the development of corporate
governance and the corporate social responsibilities of our Group,
etc.

Our Company continues to commit to a proactive policy of promoting
investor relations and effective communication with our Shareholders
and analysts by maximising the use of our Company’s website as a
channel to disclose our Company’s updated information and corporate
communications to our Shareholders, stakeholders and the public on
a timely basis. Our Company also encourages our Shareholders to
attend shareholders’ meetings to stay informed of our Group’s
businesses and convey any concerns they may have to the Directors
and senior management.

Shareholders’ rights

1.  Procedures for Shareholders to convene an extraordinary
general meeting
Pursuant to Article 58 of our Company’s Articles of Association,
any one or more Shareholders holding, at the date of deposit of
the requisition, not less than one-tenth of the paid up capital of
our Company carrying the right of voting at general meetings of
our Company, shall at all times have the right to require an
extraordinary general meeting ("EGM”) to be called by the
Board.

Such requisition shall be made in writing to the Board or the
Company Secretary of our Company at our principal place of
business in Hong Kong for the purpose of requiring an EGM of
our Company to be called by the Board for the transaction of any
business specified in such requisition.

Such EGM will be held within two months after the deposit of
such requisition.
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If the requisition is in order, an EGM will be convened by serving
sufficient notice in accordance with the requirements under the
Articles of Association of the Company and the Listing Rules to
all Shareholders. On the contrary, if the requisition is invalid, the
Shareholders concerned will be advised of this outcome and
accordingly, an EGM will not be convened as requested.

Depending on the nature of the proposals, any EGM of our
Company at which the passing of a special resolution is to be
considered shall be called by notice of not less than twenty-one
clear days and not less than ten clear business days. All other
EGM of our Company may be called by notice of not less than
fourteen clear days and not less than ten clear business days
(whereas the notice shall be exclusive of the day on which it is
served or deemed to be served and of the day for which it is
given), together with the accompanying circular which also sets
out details of each proposed resolution and other relevant
information as required under the Company’s Articles of
Association and the Listing Rules.

Procedures for raising enquiries

Shareholders may direct their queries such as their
shareholdings, share transfer and registration, change of name
or address, loss of share certificates or dividend warrants,
registration and payment of dividend, etc. to our Company’s
branch share registrar and transfer office in Hong Kong, Tricor
Investor Services Limited:

Address . Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong
Email . is-enquiries@nhk.tricorglobal.com
Tel : (852) 2980 1333
Fax : (852) 28108185
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Shareholders and other stakeholders may also raise enquiries in
respect of our Company’s matters in writing to the Board or the
Company Secretary whose contact details are as follow:

Address : Unit 3410, 34th Floor

Email

Tel

Fax

Tower I, Lippo Centre
89 Queensway, Admiralty, Hong Kong

ir@hkfinance.com.hk
(852) 2525 3535

(852) 2525 3534

Procedures for putting forward proposals at shareholders’
meetings

(i)

Proposal for election of a person other than a Director as a
Director:

Pursuant to Articles 83(2) and 85 of the Company’s Articles
of Association and the “Procedures for Shareholders to
Propose a Person for Election as a Director of the
Company”, which is available at our Company’s website, a
Shareholder who wishes to propose a person other than a
retiring Director for election to the office of Director at any
general meeting should lodge:

(a) notice in writing signed by him/her concerned of his/
her intention to propose a candidate for election as a
Director which must include the personal particulars
of this nominated candidate as required by Rule
13.51(2) of the Listing Rules; and

(b) notice in writing signed by this nominated candidate
to be proposed indicating his/her willingness to be
elected and his/her consent to publish his/her
information on our Company’s announcement.

The above-mentioned notices should be lodged and
addressed to the Chairman of the Board or Chief Executive
Officer of our Company at our principal place of business
in Hong Kong, and the period for lodgment of these notices
shall commence on the day after the dispatch of the notice
of the general meeting and end no later than ten business
days prior to the date of such general meeting.
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(i) Procedures for putting other forward proposals at general
meetings:
To put forward proposals other than the above at a general
meeting, Shareholders should submit a written notice of
those proposals with their detailed contact information to
our Company Secretary at the principal place of business
of our Company in Hong Kong. The notice period to be
given to all Shareholders for consideration of the proposal
raised by the Shareholders concerned at general meetings
varies according to the nature of the proposal.

Constitutional Documents
During the year ended 31 March 2016, there was no change in the
amended Memorandum and Articles of Association of our Company.

Our Company'’s latest versions of Memorandum of Association and
Articles of Association are available on the websites of our Company
and of the Stock Exchange, respectively.
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EXECUTIVE DIRECTORS

Mr. Chan Koung Nam (BR R ), aged 60, is our executive Director who
was appointed to the Board in 2013. Mr. Chan is also acting as
directors of various subsidiaries of our Company. He is the brother of
Mr. Chan Kwong Yin William and one of the founders of our Group. Mr.
Chan has over fifteen years of experience in money lending business
and is responsible for the strategic planning and overall development
of our Group.

Mr. Chan is one of the substantial Shareholders (as defined under the
Listing Rules). He owns 50% of the issued share capital of Tin Ching
Holdings which is one of the substantial Shareholders. Details of his
interest in the Shares and underlying Shares have been disclosed in
the section headed “Report of the Directors” under the sub-sections
headed “Directors’ and Chief Executives’s Interests and/or Short
Positions in Shares and Underlying Shares” and “Substantial
Shareholders’ Interests in Shares and Underlying Shares”
respectively.

Mr. Chan Kwong Yin William (PR & ), aged 51, is our executive Director
who was appointed to the Board in 2013. Mr. Chan is also acting as
directors of various subsidiaries of our Company and is the Chairman
of the Board. He is the brother of Mr. Chan Koung Nam and one of the
founders of our Group. He has over fifteen years of experience in
money lending business and is responsible for overseeing our Group’s
business operation and development as well as monitoring our
Group’s corporate strategy and administration. Mr. Chan also
supervises the formulation of our Group’s marketing strategy and the
execution of the relevant marketing programs.

Mr. Chan is one of the substantial Shareholders (as defined under the
Listing Rules). He owns 50% of the issued share capital of Tin Ching
Holdings which is one of the substantial Shareholders. Details of his
interest in the Shares and underlying Shares have been disclosed in
the section headed “Report of the Directors” under the sub-sections
headed “Directors’ and Chief Executives’s Interests and/or Short
Positions in Shares and Underlying Shares” and “Substantial
Shareholders’ Interests in Shares and Underlying Shares”
respectively.

Mr. Tse Pui To (#1%38), aged 51, is our executive Director and the
Chief Executive Officer who was appointed to the Board in 2013. Mr.
Tse joined our Group in 2002 and is responsible for managing our
Group’s business operation with focus on our mortgage loan sales,
aftersales activities and other administrative functions. Prior to joining
our Group, he worked as and held senior positions in various financial
institutions. Mr. Tse possesses extensive experience in corporate
finance activities and business promotions.

38
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DIRECTORS AND SENIOR MANAGEMENT
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Siu Wing Raymond (FRJk28), aged 51, is our independent
non-executive Director who was appointed to the Board in 2013.
Currently Mr. Chan is an independent non-executive directors of each
of Nature Home Holding Company Limited (stock code: 2083) and
Quali-Smart Holdings Limited (stock code: 1348), the shares of these
two companies are listed on the Main Board of the Stock Exchange.
He is also an independent non-executive director of Phoenitron
Holdings Limited (stock code: 8066), the shares of which are listed on
the Growth Enterprise Market of the Stock Exchange.

Mr. Chan acted as independent non-executive directors of each of
China Kingstone Mining Holdings Limited (stock code: 1380), from 16
July 2015 to 23 December 2015, and National Agricultural Holdings
Limited (stock code: 1236), from 11 September 2015 to 31 March
2016. The shares of these two companies are listed on the Main Board
of the Stock Exchange.

Mr. Chan possesses over twenty-five years of experience in the
profession of accounting, taxation, finance and trust. He obtained a
bachelor of economics degree from the University of Sydney. Mr.
Chan is the members of both HKICPA and the Macau Society of
Certified Practising Accountants.

Mr. Chu Yat Pang Terry (528 ), aged 44, is our independent non-
executive Director who was appointed to the Board in 2013. Currently
Mr. Chu is an independent non-executive directors of Ten Pao Group
Holdings Limited (stock code: 1979), the shares of which are listed on
the Main Board of the Stock Exchange. He is also a managing director
of Halcyon Capital Limited which specialises in initial public offerings
and corporate advisory in mergers and acquisitions.

Mr. Chu was appointed as an independent non-executive director of
Ten Pao Group Holdings Limited (stock code:1979), the shares of
which are listed on Main Board of the Stock Exchange, with effect from
23 November 2015.

Mr. Chu possesses over twenty years of experience in corporate
finance and auditing. He used to work for an international accounting
firm and other corporate finance arms of listed financial institutions in
Hong Kong.
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DIRECTORS AND SENIOR MANAGEMENT
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Mr. Chu graduated from The University of Western Ontario in Canada
with a bachelor of arts degree and from The University of Hull in the
United Kingdom with a master of business administration (investment
and finance) degree. He also obtained a diploma in accounting from
the School of Business and Economics of the Wilfrid Laurier University
in Canada. Mr. Chu is a member of HKICPA.

Mr. Cheung Kok Cheong (& B & ), aged 58, is our independent non-
executive Director who was appointed to the Board in 2013. Mr.
Cheung is also a practicing solicitor of the High Court of Hong Kong
since November 1993. Currently he is a partner of S.H. Chan & Co., a
solicitors’ firm in Hong Kong.

Mr. Cheung obtained a Bachelor of Arts degree from the University of
Hong Kong in 1981 and a Bachelor of Laws degree from the University
of London in 1990. He was thereafter awarded the Postgraduate
Certificate in Laws by the University of Hong Kong in 1991.

SENIOR MANAGEMENT

Mr. Hui Chun Ho Eric (¥ &%), aged 41, is the Financial Controller
and Company Secretary of our Group. Mr. Hui joined our Group in
2012 and is responsible for the overall financial accounting and
reporting, corporate finance and company secretarial matters of our
Group.

Mr. Hui possesses over fifteen years of experience in auditing,
financial accounting and reporting, company secretarial matters and
corporate finance. Prior to joining our Group, he worked for an
international accounting firm and held senior positions in other listed
companies in Hong Kong.

Mr. Hui is the fellow members of both The Association of Chartered
Certified Accountants and HKICPA, and an associate of The Taxation
Institute of Hong Kong. He obtained a degree of bachelor of arts in
accountancy from The Hong Kong Polytechnic University and a
degree of master of business administration with distinction from The
University of Manchester, United Kingdom.

Mr. Chan Siu Fai (F§ 2 #&), aged 53, is the Senior Mortgage Sales
Manager of our Group. Mr. Chan joined our Group in 2000 and is
responsible for administering the mortgage loan sales and credit
assessment of our Group’s lending business.

Mr. Choi Tak On Jobby (¥ & &), aged 47, is the Senior Mortgage
Sales Manager of our Group. Mr. Choi joined our Group in 2005 and is
responsible for administering the mortgage loan sales and credit
assessment of our Group’s lending business.
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REPORT OF THE DIRECTORS

Our Directors are pleased to present the report of the directors
together with the audited financial statements of our Group for the year
ended 31 March 2016.

PRINCIPAL ACTIVITIES

The principal activity of our Company is investment holding. The
principal activities of our subsidiaries are set out in Note 17 to the
financial statements. There were no significant changes in the nature
of our Group’s principal activities during the year.

RESULTS
The results of our Group for the year ended 31 March 2016 are set out
in the “Consolidated Statement of Comprehensive Income”.

ANNUAL GENERAL MEETING

The annual general meeting of our Company will be held on Tuesday,
6 September 2016 (the “AGM”). The notice of AGM, which constitutes
part of the circular to the Shareholders, will be published on the
aforesaid websites and dispatched to our Shareholders together with
our Company’s 2016 annual report in due course.

DIVIDENDS

An interim dividend of HK1.9 cents per Share for the six months ended
30 September 2015 had been paid to our Shareholders on 6 January
2016. The Board recommend the payment of a final dividend of HK1.6
cents per Share for the year ended 31 March 2016, subject to
shareholders’ approval at the AGM. The proposed final dividend will
be paid on Wednesday, 5 October 2016.

CLOSURES OF REGISTER OF MEMBERS

The register of members of the Company will be closed during the
following periods, and no transfers of shares of the Company will be
effected during such periods:

(iy  from Monday, 5 September 2016 to Tuesday, 6 September 2016,
both days inclusive, for the purpose of ascertaining
shareholders’ entitlement to attend and vote at the AGM. In order
to be entitled to attend and vote at the AGM, all transfers of
ordinary shares of the Company, duly accompanied by the
relevant share certificates, must be lodged with the Hong Kong
branch share registrar and transfer office of the Company, Tricor
Investor Services Limited (the “Branch Registrar”), at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration no later than 4:30 p.m. on Friday, 2 September 2016;
and
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(i) on Monday, 12 September 2016, for the purpose of ascertaining
shareholders’ entitlement to the proposed final dividend. In order
to establish entitlements to the proposed final dividend, all
transfers of ordinary shares of the Company, duly accompanied
by the relevant share certificates, must be lodged with the
Branch Registrar at the address set out above for registration no
later than 4:30 p.m. on Friday, 9 September 2016.

BUSINESS REVIEW

Details of our business review as at 31 March 2016 are set out in the
preceding section headed “Management Discussion and Analysis”.
These discussions form part of this “Report of the Directors”.

PRINCIPAL PROPERTIES
Details of our principal properties held for investment purposes are set
out in the section headed “Schedule of Investment Properties”.

SHARE ISSUED IN THE YEAR
Details of the share issued in the year ended 31 March 2016 are set
out in Note 24 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of our Company at 31 March 2016, calculated
under the legislation applicable in Company’s place of incorporation,
amounted to HK$367,785,000 (2015: HK$370,595,000) before the
proposed final dividend for the year ended 31 March 2016.

EQUITY LINKED AGREEMENTS

Details of the share options granted in the current year is set out in
Note 25 to the financial statements and in this section headed “Share
Option Scheme”. For the share options granted during the year ended
31 March 2016, no shares were issued during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
memorandum and articles of association and there was no restriction
against such rights under the laws of Cayman Islands, which would
oblige our Company to offer new shares on a pro-rata basis to existing
Shareholders.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of our Group
for the last five financial years is set out in the section headed “Five-
year Financial Summary”.
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REPORT OF THE DIRECTORS

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither our Company nor any of our subsidiaries has purchased, sold
or redeemed any of our Company’s listed securities during the year
ended 31 March 2016.

SHARE OPTION SCHEME
The principal terms of the Share Option Scheme are summarised as
follows:

The purpose of the Share Option Scheme is to provide incentives to
those participants who made contributions to our Group with a view to
motivating them and/or attracting and retaining them for the long term
growth of our Group. The Board may, at its absolute discretion, grant
options pursuant to the Share Option Scheme to any Director (whether
executive or non-executive or independent non-executive), employee
(whether full time or part time), officer, consultant, customer, supplier,
agent, partner or adviser of or contractor to our Group or any entity in
which our Company or any subsidiary holds any interest whom the
Board determines on the basis of contribution or potential contribution
to the development and growth of our Group.

The subscription price per share under the Share Option Scheme shall
be determined by the Board, but shall not be less than the highest of
(a) the closing price of the shares of our Company as stated in the
Stock Exchange’s daily quotations sheet on the date of the offer of
grant of an option (the “Offer Date”), which must be a business date;
(b) the average closing price of the shares of our Company as stated
in the Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the Offer Date; and (c) the nominal value
of a share of our Company.

A nominal consideration of HK$1.00 is payable on acceptance of the
grant of an option.

The total number of shares of our Company which may be issued
upon exercise of all options (exclusive of options which have lapsed in
accordance with the terms of the Share Option Scheme and any other
share option scheme of our Group) to be granted under the Share
Option Scheme and any other share option schemes of our Group
shall not in aggregate exceed 10% of the shares of our Company in
issue as at the date of approval of the refreshment by the
Shareholders.
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Our Company may seek approval of our Shareholders in general
meeting for refreshing the 10% limit set out hereinabove such that the
total number of shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme and any other
share option schemes of our Company under the limit as refreshed
shall not exceed 10% of the total number of shares in issue as at the
date of approval to refresh such limit. Share options previously
granted under the Share Option Scheme and any other share option
schemes (including those outstanding, cancelled, lapsed in
accordance with the Share Option Scheme or any other share option
schemes or exercised options) will not be counted for the purpose of
calculating such limit as refreshed.

The overall limit on the number of shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Share Option Scheme and any other share option schemes
of our Company shall not, in aggregate, exceed such number of
shares as equals 30% of the shares in issue from time to time. No
option may be granted under this Share Option Scheme or any other
share option scheme of our Company if it would result in the above-
mentioned 30% limit being exceeded.

The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the Share Option Scheme
and any other share option scheme of our Group (including both
exercised or outstanding options) to each participant in any 12-month
period shall not exceed 1% of the issued shares for the time being.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period to be determined and
notified by the Board to each grantee, which period may commence
on a day after the date upon which the offer for the grant of options is
made but shall end in any event not later than 10 years from the date
of grant of the option subject to the provisions for early termination
thereof. No further options may be granted more than 10 years after 4
September 2013.

Subject to earlier termination by our Company in general meeting or
by the Board, the Share Option Scheme shall be valid and effective for
a period of 10 years from 4 September 2013.

During the year ended 31 March 2016, on 1 April 2015, our Company
has granted 21,350,000 share options to eligible participants, of which
19,600,000 share options were still outstanding as at 31 March 2016,
which represents approximately 4.72% of the issued ordinary shares
of our Company. The closing price per Share immediately before the
date of grant of the above share options was HK$0.84. Further details
of the grant of these share options had been set out in our Company’s
announcement dated 1 April 2015 and Note 25 to the financial
statements.
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During the year ended 31 March 2015, no options had been granted

or agreed to be granted pursuant to the Share Option Scheme.

Details of the share options outstanding under the Share Option

TR L KRB A

HZE2015F3A31 A ILFE  HEREBER

R2016F 3 H31 B 2 BRERTE T MARTTE

Scheme as at 31 March 2016, are as follows: BAREFENT
Number of options (‘000)
BREHE (T4)
Exercise
Granted Exercised Lapsed As at price
on during during 31 March per share Exercisable Exercisable
Participant SEE 1 April 2015 the year the year 2016 HKS$ from until
R20155 R2016F 1€ BEUTES EZUTRH
SRIBRE  EAGE  FRAM 3AME (BR) WA T4t
Executive Directors HITES
Chan Koung Nam BtE 1,000 = = 1,000 0.89 1April 2015 31 March 2020
2015%4A18 202043 A31H
1,000 - - 1,000 089 1April2016 31 March 2020
201654A18 202063 A31H
1,000 - - 1,000 089 1 April2017 31 March 2020
N17F4818 2020F3R31H
Chan Kwong Yin William (R} 8 1,000 - - 1,000 0.89 1 April 2015 31 March 2020
2015%4A18 202043 A31H
1,000 - - 1,000 089 1April2016 31 March 2020
01654418 2020F3A31H
1,000 - - 1,000 089 1 April 2017 31 March 2020
01754A18 202043 A31H
Tse Pui To HEE 867 - - 867 0.89 1 April 2015 31 March 2020
2015%4A18 202043 A31H
867 - - 867 089 1 April2016 31 March 2020
016F4A18  2020F3A31H
866 - - 866 089 1 April 2017 31 March 2020
201754A18 202043 A31H
Continuous contract ~ BEAH 4250 - (582) 3,668 0.89 1 April 2015 31 March 2020
employees = 2015%4A18 202043A31H
4,250 - (582) 3,668 089 1 April2016 31 March 2020
201654A18 202043 A31H
4,250 - (586) 3,664 0.89 1 April 2017 31 March 2020
201754A18 202043 A31H
Total k| 21,350 - (1,750) 19,600
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DIRECTORS
The Directors of our Company during the year and up to the date of
this annual report were:

Executive Directors:

Mr. Chan Koung Nam

Mr. Chan Kwong Yin William (Chairman)
Mr. Tse Pui To (Chief Executive Officer)

Independent Non-executive Directors:
Mr. Chan Siu Wing Raymond

Mr. Chu Yat Pang Terry

Mr. Cheung Kok Cheong

Pursuant to Article 84 of the Articles of Association of our Company, at
each annual general meeting one-third of the directors for the time
being (or, if their number is not a multiple of three, the number nearest
to but not less than one-third) shall retire from office by rotation
provided that every Director shall be subject to retirement at an annual
general meeting at least once every three years. A retiring director
shall be eligible for re-election at such meeting. Accordingly, Mr. Tse
Pui To (Chief Executive Officer and Executive Director) and Mr. Chan
Siu Wing Raymond (Independent Non-executive Director) will retire
and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting of the Company.

Our Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. Our Company considers all
of the independent non-executive Directors to be independent during
the year ended 31 March 2016 and up to the date of this Directors’
Report.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service agreement
with our Company for an initial term of three years commencing from
the Listing Date and shall continue thereafter unless terminated by not
less than three months prior written notice or otherwise in accordance
with the service agreement. Each of the executive Directors will
receive a monthly salary subject to annual review by the Board and
the remuneration committee of the Board. Each of the executive
Directors is also entitled to a discretionary bonus as may be
determined by the Board and the remuneration committee of the
Board after each completed year of service provided that the
aggregate amount of discretionary bonuses payable in each financial
year to all executive Directors shall not exceed five per cent of the
audited consolidated net profit attributable to owners of our Company
but before extraordinary or exceptional items of the relevant financial
year. Each of the executive Directors is also entitled to a guaranteed
bonus which is equivalent to one-month salary.

Our Group has also provided a quarter located in Hong Kong to an
executive Director, Mr. Chan Kwong Yin William as part of the
remuneration of his directorship in our Group.

Each of the independent non-executive Directors has signed a letter
of appointment with our Company for an initial term of two years
commencing from the Listing Date and may be terminated by not less
than three months (save for the notice period which is one month for
Mr. Chan Siu Wing Raymond) prior written notice or otherwise in
accordance with the relevant letter of appointment. The annual fees
payable by our Company to the independent non-executive Directors
is an aggregate amount according to the letters of appointment.

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting of our Company has a service
contract with period unexpired with our Company which is not
determinable by our Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the Share Option Scheme above, at no time
during the year was our Company, nor any of our subsidiaries, fellow
subsidiaries or our parent company a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition of
shares or debentures of our Company or any other body corporate;
and none of the Directors, or their spouses or children under the age
of 18, had any right to subscribe for the securities of our Company, or
had exercised any such right during the year ended 31 March 2016.
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DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO OUR COMPANY’S
BUSINESS

Save for disclosed elsewhere in this annual report, no other
transactions, arrangements and contracts of significance in relation to
our Group’s business to which our Company, subsidiaries, fellow
subsidiaries or our parent company was a party and in which a
Director of our Company and the Director’'s connected party had a
material interest, whether directly or indirectly, subsisted at the end of
the financial year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year under review, no Directors have interests in any
business which directly or indirectly competes, or is likely to compete
with the business of our Group.

PERMITTED INDEMNITY PROVISION

The Company'’s Articles of Association provides that every Director of
our Company shall be entitled to be indemnified and secured
harmless out of the assets and profits of our Company from and
against any liability incurred by them or any one of them as holder of
any such office or appointment to a third party.

A permitted indemnity provision is in force as at the date of this report
and was in force throughout the year for the benefit of all the Directors
pursuant to the directors’ and officers’ liability insurance arranged by
our Company.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of Directors and senior management are set
out in the preceding section headed “Directors and Senior
Management”.
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= & TR A=
== % = JF& =
CHANGE IN INFORMATION OF DIRECTORS g

The change in the information of the Directors of the Company, which B & A AT EE2015E3 A31 B IFBE
is required to be disclosed pursuant to Rule 13.51B(1) of the Listing & > FR AN - 1B1F T HBIZE 13.51B(1) 1§

Rules, since the publication of the annual report of the Company for  /B¥#5E 7 KA RIERER S EHEH| T -
the financial year ended 31 March 2015 is set out below:

Name of Director Details of change

EEgE BEFE

Chan Siu Wing Raymond ° Acted as an independent non-executive director of China Kingstone
fR Ik &8 Mining Holdings Limited (stock code: 1380), a company listed on the
Independent Non-Executive Director Stock Exchange, from 16 July 2015 to 23 December 2015.
BUIFHITEF BERBRZ Tz ArFEeABEEERBER QA (MK - 1380)

2B IEHITES c H2015F7 A16 BE 2015912 H23 8 -

° Acted as an independent non-executive director of National Agricultural
Holdings Limited (stock code: 1236), a company listed on the Stock
Exchange, from 11 September 2015 to 31 March 2016.

EERBRA LTz A RBRERAR QR (RGOSR : 1236) 2B
MITESE BH2015F9A11HE20165F3A31H »

Chu Yat Pang Terry ° Appointed as an independent non-executive director of Ten Pao Group
Kkl Holdings Limited (stock code:1979), a company listed on the Stock
Independent Non-Executive Director Exchange, with effect from 23 November 2015.

BIIHFMTEE B2015F 11 A3 ARELZERMIF LM 2 AR RESBIZERARLD

Al (RS : 1979) 2 B FEMITEE -

Save as disclosed above, there is no other information required to be B =X FAHEEES - HEEMERERE LT
disclosed pursuant to Rule 13.51B(1) of the Listing Rules. FRAIE13.51B() 1T AHEE -

BERGFEREERAF
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REPORT OF THE DIRECTORS

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND/
OR SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES

As at 31 March 2016, the interests and/or short positions of each
Director and chief executive of our Company in the shares and
underlying shares of our Company or any associated corporations
(within the meaning of SFO), which have been notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO and to the Model Code, or which have been entered in the
register referred to therein pursuant to Section 352 of the SFO, were

as follows:

Interest in the Company (long position)

RAEQB 2R (FR)

2 EER, KA

Number of Shares and
underlying shares held (’000)
RO RARKRDEE (TR)

EERESTHRAERKRG RBER

R2016FE3A31H " KRB ZEERE=IT
BABURESHEEZE(TEREFLHE
&H) 2 B RABRGO+ - RIEZHIPE
IEBIZEXVEBE 7 K8 I MAZETHIE e A
RARBRFz #ES R HAR + RIREES
MEAEIENIE 352 FE B AR IEFT I B 2t 2
R SRRIT

Total
Interestin (% of the issued
Shares/ Beneficial a controlled share capital
Name of Directors Equity derivatives owner corporation of the Company)
e
B3, REZEH (HEQXRERT
EEnE RESTETR BERBEAA EERER BRAzZBEDL)
Chan Koung Nam (i) Ordinary shares - 300,000 300,000
BRLE iR (Note PffE (1))
(i) Share options 3,000 = 3,000
FEA (Note HI=E (2))
303,000
(73.01%)
Chan Kwong Yin William (i) Ordinary shares 4,184 300,000 304,184
BRAE gl (Note FffE (1))
(i) Share options 3,000 - 3,000
B (Note Kf=E (2))
307,184
(74.02%)
Tse Pui To Share options 2,600 - 2,600
HEE B (Note HIzE (2)) (0.63%)
Notes: Bt -

(1) These shares of the Company are held by Tin Ching Holdings. Each of (1)
Mr. Chan Koung Nam and Mr. Chan Kwong Yin William owns 50% of the
issued share capital of Tin Ching Holdings. By virtue of the provisions of
Part XV of the SFO, both Mr. Chan Koung Nam and Mr. Chan Kwong Yin
are deemed to be interested in all the shares of the Company in which

Tin Ching Holdings is interested or deemed to be interested.

(2)  These represent the number of shares which will be allotted and issued (2)
to the respective Directors upon the exercise of the share options
granted to each of them under the Share Option Scheme, details of
which are disclosed in the preceding section headed “Share Option

Scheme” of this section.
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REPORT OF THE DIRECTORS

Save as disclosed above, none of our Directors or the chief executive
of the Company had registered any interest or short positions in the
shares or underlying shares of the Company or any of its associated
corporations that was required to be recorded pursuant to Section 352
of the SFO and the Hong Kong Companies Ordinance (Cap. 622), or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND/OR
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to the Directors, as at 31 March 2016, the following
persons (other than a director or chief executive of the Company), who
had interests and/or short positions in the shares or the underlying
shares of the Company which would fall to be disclosed under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which would
be required, pursuant to Section 336 of the SFO, to be entered in the
register referred to therein, were as follows:

BR EXFRINEEEIN  IEBARREFHERTT

BA BRANR B S A AIEHEAE < 3
B BERIERES LS HRPISE 352 F
&E% aHEBY (5 &b@M%ﬂﬁZEﬂ%
BEORR - IRBEETRBAMNEAR

Rz Em SRR ©

FERRRROKEBRG 2 #ES
R/ SKRE

BEEA > P20165F3A318 * LLFALT (K
NAEFSEEITERABNIN REARE 2
BB D EEBARIEFS R EIENE

XVEBE2REINEBZ G FIAEE 2 R
/SRR RARE RS R EIEH 5336
BKELREBBRXEZELMARZ#ERS
&/I/WE o

Number of Shares and
underlying shares held (’000)
R RAEBROE R (TR)

Total
Interestina (% of the issued
Name of substantial Shares/ Beneficial controlled share capital
shareholders Equity derivatives owner corporation  of the Company)
HE
7, (ER AT E BT
FTERRMEEB RESTETR EREEA RIEFEE#ER RA 2B
Tin Ching Holdings Ordinary shares 300,000 = 300,000
RentE EBRX (72.29%)
Chan Koung Nam (i) Ordinary shares - 300,000 300,000
BRLE EBA
(i) Share options 3,000 - 3,000
RE AR
303,000
(73.01%)
Chan Kwong Yin William (i) Ordinary shares 4,184 300,000 304,184
BRAE EBAR
(i) Share options 3,000 = 3,000
RE R AE
307,184
(74.02%)
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REPORT OF THE DIRECTORS

Save as disclosed above, as at 31 March 2016, there was no other
person (other than the Directors or the chief executive of the
Company) who had an interest or short position in the shares or
underlying shares of the Company which would fall to be disclosed
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administrative of the
whole or any substantial part of the business of our Company were
entered into or existed during the year ended 31 March 2016.

MAJOR CUSTOMERS

For the year ended 31 March 2016, our top five customers accounted
for approximately 19% of our total revenue and our single largest
customer accounted for approximately 6% of our total revenue.

All of our top five customers were third parties independent to our
Company and its connected person(s) or associate(s). To the best of
our Directors’ knowledge, information and belief, none of our Group,
our Directors, members of our senior management, and their
respective associates and Shareholders who own more than 5% of the
issued Shares, had any interest in or financial or business relationship
with any of our Group’s top five customers during the year ended 31
March 2016.

Hong Kong Finance Group Limited
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REPORT OF THE DIRECTORS

NON-COMPETITION UNDERTAKING

Each of our Controlling Shareholder, namely Tin Ching Holdings, Mr.
Chan Koung Nam and Mr. Chan Kwong Yin William, has entered into
the Deed of Non-competition in favor of our Company, pursuant to
which each of the Controlling Shareholders, irrevocably and
unconditionally, undertakes and covenants with each of our Company
and our subsidiaries that with effect from the Listing Date and for as
long as the Shares remain so listed on the Stock Exchange and he/it
and his/its associates, individually or collectively with any other
Controlling Shareholder is, directly or indirectly, interested in 30% or
more of the Shares in issue, or is otherwise regarded as a controlling
Shareholder (as that term is defined under the Listing Rules from time
to time) of our Company, each of the Controlling Shareholders shall
not, and shall procure that none of his/its associated (excluding any
members of our Group) shall, among others:

(a) directly or indirectly engage, participate or hold any right or
interest in or render any services to or otherwise be involved in
any business in competition with or likely to be in competition
with the existing business activity and any business activities
undertaken by our Group from time to time (the “Restricted
Business”) which any member of our Group may undertake in
the future in Hong Kong except for the holding of not more than
5% shareholding interests in any listed company in Hong Kong;

(b) take any direct or indirect action which constitutes an
interference with or a disruption to the Restricted Business
including, but not limited to, solicitation of the customers,
suppliers or staff of our Group; and

(c) exploit his/its knowledge or information obtained from our Group
to compete, directly or indirectly, with the business carried on by
our Group from time to time.

An annual confirmation has been received from each of the Controlling
Shareholders on compliance with each of their respective undertaking
under the Deed of Non-competition.

The independent non-executive Directors have reviewed the
compliance with the Deed of Non-competition by the Controlling
Shareholders and confirmed that the Deed of Non-competition is fully
complied with and duly enforced during the year.
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REPORT OF THE DIRECTORS

CONNECTED TRANSACTIONS

A summary of the related party transaction, which also constituted
connected transactions as defined under the Listing Rules, entered
into by our Group during the year ended 31 March 2016 is contained
in Note 32 to the financial statements.

The following summarised continuing connected transactions of the
Group during the year ended 31 March 2016. The Directors confirm
that the Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.

Fully exempted continuing connected transaction

On 15 January 2016, HK Finance (as borrower), our Company (as
guarantor) and Tin Ching Industrial (as lender) entered into the loan
agreement, pursuant to which Tin Ching Industrial agreed to provide
the loan facility of up to HK$150,000,000 to HK Finance for the
expansion of the existing property mortgage business of our Group at
an interest rate of 1.25% per annum over the HK$ prime rate quoted
by DBS (Hong Kong) Limited for a term subject to review by Tin Ching
Industrial at any time but in any event no later than one year after the
date of the loan agreement.

As Tin Ching Industrial is a wholly-owned subsidiary of Tin Ching
Holdings which is the substantial Shareholder of our Company and is
a connected person (as defined under the Listing Rules), accordingly
the loan agreement constitutes a continuing connected transaction for
providing financial assistance to our Company under Chapter 14A of
the Listing Rules. However, as the loan facility is provided by Tin
Ching Industrial for our Group’s and Shareholders’ benefits, and on
normal or better commercial terms to our Company where no security
over our Group’s assets is granted in respect of the loan facility, the
loan agreement as continuing connected transaction is fully exempt
from reporting, announcement and independent shareholders’
approval requirements pursuant to Rule 14A.90 of the Listing Rules.

The aforesaid continuing connected transaction has been reviewed by
independent non-executive Directors of our Company. The
independent non-executive Directors confirmed that the aforesaid
continuing connected transaction was entered into (a) in the ordinary
and usual course of business of our Group and under arm’s length
negotiations; (b) either on normal commercial terms or on terms no
less favourable to our Group than terms available to or from
independent third parties; (c) in accordance with the loan agreement
governing them on terms that are fair and reasonable and in the
interests of our Shareholders as a whole.

Hong Kong Finance Group Limited
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REPORT OF THE DIRECTORS

The Company confirms that it has complied with the requirements of
Chapter 14A of the Listing Rules in relation to the connected
transactions to which the Company was a party during the year ended
31 March 2016.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to our Company and
within the knowledge of the Directors, our Company has maintained a
sufficient public float of its issued shares in the Stock Exchange
throughout the year ended 31 March 2016 and up to the date of this
annual report.

AUDITORS
The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.

On behalf of the Board

Chan Kwong Yin William
Chairman

Hong Kong, 15 June 2016
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INDEPENDENT AUDITOR’S REPORT

EIAVR R LG

i
pwec

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

HONG KONG FINANCE GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Hong Kong
Finance Group Limited (the "Company") and its subsidiaries (together,
the "Group") set out on pages 58 to 124, which comprise the
consolidated statement of financial position as at 31 March 2016, and
the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for year then ended, and a summary of
significant accounting policies and other explanatory information.

DIRECTORS' RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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INDEPENDENT AUDITOR’S REPORT

EIAVR Y LG

AUDITOR’S RESPONSIBILITY (Continued)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation of consolidated
financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Company and its subsidiaries
as at 31 March 2016, and of their financial performance and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance
with disclosure requirements of the Hong Kong Companies
Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 15 June 2016
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

Are 2 EWAR

For the year ended 31 March 2016 £ 2016 £3 A 31 HILFE

2016 2015
2016 4 20154
Note HK$000 HK$'000
Bt 5 FHET FET
Revenue Wgs 6 111,273 99,267
Other income L ON 6 2,127 1,969
Fair value gains on revaluation of ERREMEZ
investment properties N ERE 16 = 3,770
Administrative expenses TR X 7 (36,448) (32,417)
Operating profit KR 76,952 72,589
Finance costs ELEZ N 10 (19,309) (9,443)
Profit before income tax FRETBH AR R 57,643 63,146
Income tax expense FS TR X 11 (9,582) (10,270)
Profit and total comprehensive FARBEEAEBEEFERR
income for the year attributable to EHEUAHAEE
owners of the Company 48,061 52,876
Earnings per share for profit AARERAELERZ
attributable to owners BRER
of the Company
— Basic (HK cents) — EARGEW) 12(a) 11.6 12.7
— Diluted (HK cents) — #58 OB 12(b) 11.6 12.7

58 Hong Kong Finance Group Limited
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR IR

As at 31 March 2016 1220163 A 31 H

2016 2015
2016 F 20154
Note HK$'000 HK$'000
B 5T FET FET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment M - BE KRB 15 60,660 63,403
Investment properties WEYE 16 76,860 76,860
Available-for-sale investment AHEERE 625 =
Loans receivable B E 3R 19 97,527 56,607
Deferred income tax assets BEFTSHREE 30 87 -
Total non-current assets kRBEELLE 235,759 196,870
Current assets REBEE
Loans receivable FEIRE K 19 576,529 465,579
Interest receivables FEUS T 2, 20 15,197 10,650
Prepayments, deposits and BRAHIE - EZeE Rk
other receivables H b fE U kI8 21 987 998
Repossessed asset L dEk=y=3 22 5,306 =
Cash and cash equivalents BeMBEEEY 23 20,791 22,776
Total current assets RBEELRE 618,810 500,003
Total assets EEHE 854,569 696,873
EQUITY s
Equity attributable to the owners AAREEAELER
of the Company
Share capital % 24 4,150 4,150
Reserves HE 26 458,819 423,751
Total equity ELSAEER 462,969 427,901
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AN NURL Y A

As at 31 March 2016 1220163 A 31 H

2016 2015
2016 F 20154
Note HK$'000 HK$'000
B 5T FET FET
LIABILITIES aE
Current liabilities RBEE
Trade and other payables B 5 R EMERRIE 27 5,544 3,536
Amount due to a fellow subsidiary FES — R R B A R FRIE 32(b) 88,951 39,231
Tax payable FERIBIR 2,423 4,469
Bank and other borrowings HRITREMER 28 179,251 129,616
Total current liabilities RENEERE 276,169 176,852
Non-current liabilities kRBER
Bonds &5 29 111,451 87,912
Deferred income tax liabilities EEFTSHEaE 30 3,980 4,208
Total non-current liabilities ERBABEHEE 115,431 92,120
Total liabilities EERE 391,600 268,972
Total equity and liabilities ERREERE 854,569 696,873
Net current assets REEEFE 342,641 323,151
Total assets less current liabilities @EEAERATERS 578,400 520,021
On behalf of the Board REZEES

Mr. Chan Kwong Yin William

BRAELE
Chairman

*E
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

A s S
e EREER

For the year ended 31 March 2016 £ 2016 £3 A 31 HILFE

Attributable to owners of the Company

VNS N
Share-based
Share Share Capital payment Retained
capital premium reserve reserve eamnings Total
R RER
R RIVEE U= BATE 1 RE 27 @t
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(i AL TAL TAL TAL TAL TAL
Balance at 1 April 2014 R2014F4 A1 2 &8 4150 103,665 100,020 - 185,865 393,700
Total comprehensive income EE2ERALE
for the year - - - - 52,876 52,876
Transactions with owners BREAZRS
Dividends relating to 2014 BRNUEZRE - - - - (18,675) (18,675)
Balance at 31 March 2015 R201553 5 31 Az &t 4150 103,665 100,020 - 220,066 427,901
Balance at 1 April 2015 R2015F4 A1 B2 E8 4150 103,665 100,020 - 220,066 427,901
Total comprehensive income EE2ERALE
for the year - - - - 48,061 48,061
Transactions with owners BREAZRS
Employee share option scheme: [EERETE -

— Value of employee services —EERBER - - - 2111 = 2171
Dividends relating to 2015 BEN1F RS 13 = = = = (7,889) (7,889)
Dividends relating to 2016 BRAN16F RS 13 - - - - (7,885) (7,885)

Total transactions with owners,  BEEAZR S
recognised directly in equity ERRERED - - - 2,111 (15,770) (12,993)
Balance at 31 March 2016 R2016 635 31 Azt 4150 103,665 100,020 2177 252,357 462,969
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CONSOLIDATED STATEMENT OF CASH FLOWS

= /A AN =
,Z\v\ = Eﬁi/ﬁi

For the year ended 31 March 2016 # £ 2016 F3 A 31 HILFE

2016 2015
20164 20154
Note HK$'000 HK$'000
Bt 5 FAET FAT
Cash flows from operating activities REXKFEBREFRE
Cash (used in)/generated from g (A Fiisss
operations 14 (78,525) 18,583
Interest paid ERFLE (15,653) (8,304)
Hong Kong profits tax paid B EER G (11,943) (7,789)
Net cash (used in) /generated from W (FTA),/ 5

operating activities Re TR (106,121) 2,490
Cash flows from investing activities REXKMERERE

Purchase of property, plant and BEWE  BENEE

equipment (64) (154)
Purchase of available-for-sale BEAHREERE

investment (625) -
Interested received B UF B - 6

Net cash used in investing activities WEXEBFAE ©F58 (689) (148)
Cash flows from financing activities BEZKFAERERE
Repayment of bank and BEIRIT R E M E R
other borrowings (593,716) (179,136)
Proceeds from new bank and g IRTT R E M AR
other borrowings Fr18 5008 643,351 129,616
Increase in amount due to FES —E R R B A F]
a fellow subsidiary FRIEIE N 49,720 231
Dividend paid B E (15,770) (18,675)
Proceeds from issuance of bonds BITESFSHIE 21,240 87,535
Net cash generated from BEEBASReFE

financing activities 104,825 19,571
Net (decrease)/increase in cash ReRELEEYWRD),/

and cash equivalents ¥ hnFEE (1,985) 21,913

Cash and cash equivalents FUzBRERReEED

at beginning of the year 22,776 863

Cash and cash equivalents FRZESRESEEY

at end of the year 23 20,791 22,776
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NOTES TO THE FINANCIAL STATEMENTS

BT R R I

GENERAL INFORMATION

Hong Kong Finance Group Limited (the “Company”) was
incorporated in the Cayman lIslands on 6 February 2013 as an
exempted company with limited liability under the Companies Law,
Cap 22 (Law 3 of 1961, as consolidated and revised), of the Cayman
Islands. The address of the Company’s registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands.

The Company is an investment holding company. The Company and
its subsidiaries (the “Group”) are principally engaged in money
lending business of providing property mortgage loans in Hong
Kong.

The ultimate holding company of the Company is Tin Ching Holdings
Limited, a company incorporated in the British Virgin Islands.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (“HK$'000"), unless otherwise stated. These
consolidated financial statements were approved by the Board for
issue on 15 June 2016.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

—REH
BB EEEBAERAR([ARF]) R 2013
F2H6ERIEHSHSARIEE225 (1961
FEZIED  BiFEREF) EREHS
A RERRBERARF « RRAAZH
fifh ##% == BZ b 1t & Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands °

ARR/—HREZERRE - KRB RE
MEAR(ARE])EZRBBRERHY
MELIBERZ MEZET

RRABZ ZREERRBRRBERBERA
Al ZARERBELE ML -

BEAEZAN  ZEGRAUBRERATHS
T(IFBTD 2 - ZEKRAMBERERD
201646 A 15 BEE =S # A TI% -

BEAREBREE
BULEEAMBREMRAZEES?
BN TX - BRBEEAI - WEBR
EREFIZFEFEEHERM -
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2

64

2.1

Basis of preparation

The consolidated financial statements of the Company have
been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”).
They have been prepared under the historical cost convention,
as modified by the revaluation of investment properties and
available-for-sale investment, which are carried at fair value.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are
disclosed in Note 4.

2.1.1 Changes in accounting policy and disclosures
(a) New and amended standards adopted by the
Group
The following amendments to standards have been
adopted by the Group for the first time for the
financial year beginning on or after 1 April 2015:

Amendment to Hong Kong Accounting Standard
(“HKAS”) 19 on contributions from employees or
third parties to defined benefit plans. The
amendment distinguishes between contributions
that are linked to service only in the period in
which they arise and those linked to service in
more than one period. The amendment allows
contributions that are linked to service, and do not
vary with the length of employee service, to be
deducted from the cost of benefits earned in the
period that the service is provided. Contributions
that are linked to service, and vary according to
the length of employee service, must be spread
over the service period using the same attribution
method that is applied to the benefits.

Hong Kong Finance Group Limited
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 SBASMNHEME2)

(Continued)
2.1 Basis of preparation (Continued) 21 REEBHEHE(E)
2.1.1 Changes in accounting policy and disclosures 211 S BERBESH &

(Continued) (&)

(a) New and amended standards adopted by the (a) NEFEMZ TR
Group (Continued) EETER ()
Amendments from annual improvements to E B RS 2B 2010
HKFRSs — 2010-2012 Cycle, on HKFRS 8, FEI2EFEB Y FE
“Operating segments”, HKAS 16, “Property, plant o - BHAI L&
and equipment” and HKAS 38, “Intangible assets” ElEX L AR SR
and HKAS 24, “Related party disclosures”. EEeERE 165 Y

¥ BEREEIARSE
BEETERIE38 [ &
WEE| REEGTEL
FoAK [T RES
] Z(ER] -
Amendments from annual improvements to HKFRSs E 5 B & 3R &5 % Bl 2011
— 2011-2013 Cycle, on HKFRS 3, “Business FEEO0I3FERB T EE
combinations”, HKFRS 13, “Fair value measurement” ot - BAET B G
and HKAS 40, “Investment property”. A3 [ XBEA 6]
BB B HmEERFE3
WINTEE] RES
I ERIFELWRIIEE
L E SR
All the above amendments are not material to the FilFrBEBETHAE
Group. WEEBALE -
(b) New Hong Kong Companies Ordinance (Cap. 622) (b) FEELNGEHI(F622
)
In addition, the requirements of Part 9 “Accounts [ R o NI - 3
and Audit” of the new Hong Kong Companies (F622F )F0X [EEH
Ordinance (Cap. 622) come into operation during REEE | 3 TR A E
the financial year, as a result, there are changes to ERNEW  Eitis4 et
presentation and disclosures of certain information BRENEFERZZE
in the consolidated financial statements. SR EE TS o
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)
2.1.1 Changes in accounting policy and disclosures
(Continued)

(c)

New standards and interpretation not yet adopted

A number of new standards and amendments to
standards and interpretation are effective for
annual periods beginning after 1 April 2015 and
have not been applied in preparing these
consolidated financial statements. None of these
is expected to have a significant effect on the
consolidated financial statements of the Group,
except the following set out below:

HKFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of
financial assets and financial liabilities. The
complete version of HKFRS 9 was issued in July
2014. It replaces the guidance in HKAS 39 that
relates to the classification and measurement of
financial instruments. HKFRS 9 retains but
simplifies the mixed measurement model and
establishes three primary measurement categories
for financial assets: amortised cost, fair value
through other comprehensive income and fair
value through profit and loss. The basis of
classification depends on the entity’s business
model and the contractual cash flow
characteristics of the financial asset. Investments
in equity instruments are required to be measured
at fair value through profit or loss with the
irrevocable option at inception to present changes
in fair value in other comprehensive income not
recycling. There is now a new expected credit
losses model that replaces the incurred loss
impairment model used in HKAS 39. For financial
liabilities there were no changes to classification
and measurement except for the recognition of
changes in own credit risk in other comprehensive
income, for liabilities designated at fair value
through profit or loss. HKFRS 9 relaxes the
requirements for hedge effectiveness by replacing
the bright line hedge effectiveness tests. It
requires an economic relationship between the
hedged item and hedging instrument and for the
“hedged ratio” to be the same as the one
management actually use for risk management
purposes.

Hong Kong Finance Group Limited
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)
2.1 Basis of preparation (Continued)
2.1.1 Changes in accounting policy and disclosures
(Continued)
(c) New standards and interpretation not yet adopted

(Continued)

Contemporaneous documentation is still required
but is different to that currently prepared under
HKAS 39. The standard is effective for accounting
periods beginning on or after 1 January 2018.
Early adoption is permitted. The Group assessing
the impact of HKFRS 9.

HKFRS 15, “Revenue from contracts with
customers” deals with revenue recognition and
establishes principles for reporting useful
information to users of financial statements about
the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity’s
contracts with customers. Revenue is recognised
when a customer obtains control of a good or
service and thus has the ability to direct the use
and obtain the benefits from the good or service.
The standard replaces HKAS 18 “Revenue” and
HKAS 11 “Construction contracts” and related
interpretations. HKFRS 15 is effective for annual
periods beginning on or after 1 January 2018 and
earlier application is permitted. The Group is
assessing the impact of HKFRS 15.

There are no other HKFRSs or HK(IFRIC)
interpretations that are not yet effective that would
be expected to have a material impact on the
Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.2

2.3

24

Subsidiaries

2.2.1 Consolidation
A subsidiary is an entity (including a structured entity)
over which the Group has control. The Group controls an
entity when the Group is exposed to, or has rights to
variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity. Subsidiaries are consolidated from the
date on which control is transferred to the Group. They
are deconsolidated from the date that control ceases.

Intra-group transactions, balances and unrealised gains
on transactions between Group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the transferred asset. When necessary, amounts
reported by subsidiaries have been adjusted to confirm
with the Group’s accounting policies.

2.2.2 Separate financial statements
Investments in subsidiaries are accounted for at cost
less impairment. Cost also includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible
for allocating resources and assessing performance of the
operating segments, has been identified as the executive
directors of the entities now comprising the Group that makes
strategic decisions.

Foreign currency translation

Functional and presentation currency

ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars (“HK$”), which
is the Company’s functional and the Group’s presentation
currency.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.5

Property, plant and equipment

Land and buildings comprise mainly offices and residential
property for a director. Leasehold land classified as finance
lease and all other property, plant and equipment is stated at
historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged
to the consolidated statement of comprehensive income
during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated
using the straight-line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

— Land and buildings 40-50 years
— Office equipment 4 years
— Furniture and fixtures 4 years
— Leasehold improvements 4 years
— Motor vehicles 4 years

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised in
the consolidated statement of comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2

70

2.6

2.7

2.8

Investment properties

Investment properties, principally comprising leasehold land
and buildings, are held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the Group.
Investment properties are initially measured at cost, including
related transaction costs and where applicable borrowing
costs. After initial recognition, investment properties are
carried at fair value, representing open market value
determined at each reporting date by external valuers. Fair
value is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the
specific asset. If the information is not available, the Group
uses alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections.
Changes in fair values are recorded in the consolidated
statement of comprehensive income as “fair value gains on
revaluation of investment properties”.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs of
disposal and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

Financial assets

2.8.1 Classification
The Group classifies its financial assets in the following
categories: loans and receivables and available-for-sale
financial assets. The classification depends on the
purposes for which the financial assets were acquired.
Management determines the classification of its financial
assets at initial recognition.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
2.8 Financial assets (Continued)

2.8.1

2.8.2

Classification (Continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. They are included in current
assets, except for maturities greater than 12 months
after the end of the reporting period. These are classified
as non-current assets. The Group’s loans and
receivables comprise loans receivable, interest
receivables, deposits and other receivables and cash
and cash equivalents in the consolidated statement of
financial position (Notes 2.11, 2.12, 2.13 and 2.14).

Available-for-sales financial assets

Available-for-sale financial assets are non-derivatives
that are either designated in this category or not
classified in any of the other categories. They are
included in non-current assets unless the investment
matures or management intends to dispose of it within
12 months of the end of the reporting period.

Recognition and measurement

Regular way purchases and sales of financial assets are
recognised on the trade-date — the date on which the
Group commits to purchase or sell the asset.
Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets are
derecognised when the rights to receive cash flows from
the investments have expired or have been transferred
and the Group has transferred substantially all risks and
rewards of ownership. Available-for-sale financial assets
are subsequently carried at fair value. Loans and
receivables are subsequently carried at amortised cost
using the effective interest method.

Changes in the fair value of financial assets classified as
available-for-sale are recognised in other comprehensive
income.

When financial assets classified as available-for-sale are
sold or impaired, the accumulated fair value adjustments
recognised in equity are included in the income
statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
2.9 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net
basis or realise the asset and settle the liability simultaneously.
The legally enforceable right must not be contingent on future
events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy
of the company or the counterparty.

2.10 Impairment of financial assets

Assets carried at amortised cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of impairment
as a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event (or
events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be
reliably estimated.

The criteria that the Group uses to determine that there is
objective evidence of an impairment loss include:

(a) Significant financial difficulty of the borrower;

(b) A breach of contract, such as a default or delinquency
in interest or principal payments;

(c) The Group, for economic or legal reasons relating to the
borrower’s financial difficulty, granting to the borrower a
concession that the lender would not otherwise consider;

(d) It becomes probable that the borrower will enter

bankruptcy or other financial reorganisation;

(e) The disappearance of an active market for that financial
asset because of financial difficulties; or
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NOTES TO THE FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)
2.10 Impairment of financial assets (Continued)

BEASTHEMEE)
210 EMEERME(E)

Assets carried at amortised cost (Continued)

()

Observable data indicating that there is a measurable
decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition of
those assets, although the decrease cannot yet be
identified with the individual financial assets in the
portfolio, including:

() adverse changes in the payment status of
borrowers in the portfolio;

(i) national or local economic conditions that correlate
with defaults on the assets in the portfolio.

The Group first assesses whether objective evidence of
impairment exists.

For loans and receivables, the amount of the loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset
is reduced and the amount of the loss is recognised in
the profit or loss. If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the
current effective interest rate determined under the
contract. As a practical expedient, the company may
measure impairment on the basis of an instrument’s fair
value using an observable market price.

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised
impairment loss is recognised in the consolidated
statement of comprehensive income.

Assets classified as available-for-sale

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired.

If any such evidence exists the cumulative loss — measured
as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from
equity and recognised in profit or loss. If, in a subsequent
period, the fair value of a debt instrument classified as
available-for-sale increases and the increase can be
objectively related to an event occurring after the impairment
loss was recognised in profit or loss, the impairment loss is
reversed through the consolidated statement of
comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
2.11 Loans receivable

Loans receivable are property mortgage loans granted to
customers in the ordinary course of business. If collection of
loans receivable is expected in one year or less, they are
classified as current assets. If not, they are presented as non-
current assets.

Loans receivable are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment.

2.12 Interest receivables

Interest receivables are interests derived from property
mortgage loans granted to customers in the ordinary course of
business.

Interest receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment.

2.13 Prepayments, deposits and other receivables

Prepayments, deposits and other receivables are recognised
initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for
impairment.

2.14 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash
equivalents includes cash in hand, deposits held at call with
banks and other short-term highly liquid investments with
original maturities of three months or less. Bank overdrafts are
included in cash and cash equivalents for the purpose of the
consolidated statement of cash flows if the bank overdrafts
form an integral part of the Group’s cash management. In the
consolidated statement of financial position, bank overdrafts
are shown within “Bank borrowings” in current liabilities.

2.15 Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares are shown in
equity as a deduction, net of tax, from the proceeds.

Hong Kong Finance Group Limited
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NOTES TO THE FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 BEAEHHEFERME &)
(Continued)

2.16 Trade and other payables 216 ES5 R HMENSKIE

Trade payables are obligations to pay for services that have
been acquired in the ordinary course of business from
suppliers. Accounts payable are classified as current liabilities
if payment is due within one year or less. If not, they are
presented as non-current liabilities.

Trade and other payables are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method.

2.17 Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value
is recognised in the consolidated statement of comprehensive
income over the period of the borrowings using the effective
interest method.

Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable
that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a pre-
payment for liquidity services and amortised over the period of
the facility to which it relates.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for
at least 12 months after the end of the reporting period.

2.18 Borrowing costs

General and specific borrowing costs directly attributable to
the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are added to
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI ot

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.19 Current and deferred income tax
The tax expense for the period comprises current tax and
deferred tax. Tax is recognised in the consolidated statement
of comprehensive income, except to the extent that it relates
to items recognised in other comprehensive income or directly
in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

2

/6

(a)

(b)

Current income tax

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
end of the reporting period in the countries where the
Group operates and generates taxable income.
Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised if
they arise from the initial recognition of goodwill, the
deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit
or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantively
enacted by the end of the reporting period and are
expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the temporary differences can
be utilised.

Hong Kong Finance Group Limited
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NOTES TO THE FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
2.19 Current and deferred income tax (Continued)

(b)

(c)

Deferred income tax (Continued)

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except for deferred income tax liability where
the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries only to the extent that it is
probable the temporary difference will reverse in the
future and there is sufficient taxable profit available
against which the temporary difference can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the
deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on
either the taxable entity or different taxable entities
where there is an intention to settle the balances on a
net basis.

2.20 Employee benefits

(a)

(b)

Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of
services rendered by employees up to the end of
reporting date. Employee entitlements to sick leave and
maternity leave are not recognised until the time of
leave.

Bonus plans

The Group recognises a liability and an expense for
bonuses, based on a formula that takes into
consideration the profit attributable to the Company’s
shareholders after certain adjustments. The Group
recognises a provision where contractually obliged or
where there is a past practice that has created a
constructive obligation.
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NOTES TO THE FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
2.20 Employee benefits (Continued)

2

/8

()

(d)

Pension obligations

For employees in Hong Kong, the Group has a defined
contribution plan. The Group pays contributions to
trustee-administered pension funds on a mandatory,
contractual or voluntary basis. The Group has no further
payment obligations once the contributions have been
paid. The contributions are recognised as employment
costs when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund
or a reduction in the future payments is available.

Equity-settled share-based payment transactions

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of the
employee services received in exchange for the grant of
the options is recognised as an expense. The total
amount to be expensed is determined by reference to
the fair value of the options granted:

° including any market performance conditions (for
example, an entity’s share price);

° excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets and
remaining an employee of the entity over a
specified time period); and

° including the impact of any non-vesting conditions
(for example, the requirement for employees to
save or holding shares for a specified period of
time).

At the end of each reporting period, the Group revises
its estimates of the number of options that are expected
to vest based on the non-marketing performance and
service conditions. It recognises the impact of the
revision to original estimates, if any, in the consolidated
statement of comprehensive income, with a
corresponding adjustment to equity.

Hong Kong Finance Group Limited
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NOTES TO THE FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2
(Continued)
2.20 Employee benefits (Continued)

AR HEBE ()

2.20 EEER (&)

(d) Equity-settled share-based payment transactions
(Continued)
In addition, in some circumstances employees may
provide services in advance of the grant date and
therefore the grant date fair value is estimated for the
purposes of recognising the expense during the period
between service commencement period and grant date.

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share
capital (and share premium).

Repossessed assets are initially recognised at the lower of
their fair value less costs to sell and the amortised cost of the
related outstanding loans on the date of repossession, and the
related loans and advances together with the related
impairment allowances are derecognised from the
consolidated statement of financial position. Subsequently,
repossessed assets are measured at cost less impairment.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)
2.23 Revenue recognition

Revenue comprises the fair value of the consideration received
or receivable for the sale of services in the ordinary course of
the Group’s activities.

The Group recognises revenue when the amount of revenue
can be reliably measured; when it is probable that future
economic benefits will flow to the entity; and when specific
criteria have been met for each of the Group’s activities, as
described below.

(@) Interest income

Interest income is recognised and accrued using the
effective interest method. When a loan and receivable is
impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash
flow discounted at the original effective interest rate of
the instrument, and continues unwinding the discount as
interest income. Interest income on impaired loan and
receivables are recognised using the original effective
interest rate.

(b) Rental income
Rental income from investment properties is recognised
in the consolidated statement of comprehensive income
on a straight-line basis over the period of the lease.

2.24 Leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net
of any incentives received from the lessor) are charged to the
consolidated statement of comprehensive income on a
straight-line basis over the period of the lease.

2.25 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and Company’s
financial statements in the period in which the dividends are
approved by the Company’s shareholders.

Hong Kong Finance Group Limited
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NOTES TO THE FINANCIAL STATEMENTS
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FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities expose it to various types of financial
risks: market risk (including cash flow and fair value interest
rate risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse
effects on the Group’s financial performance.

3

3.1

(a)

Market risk — Cash flow and fair value interest rate
risk

The Group’s interest rate risk arises from its bank and
other borrowings (Note 28), bonds (Note 29) and an
amount due to a fellow subsidiary (Note 32(b)). Bank
and other borrowings and an amount due to a fellow
subsidiary issued at variable rates expose the Group to
cash flow interest rate risk which is partially offset by
cash held at variable rates. Bonds issued at fixed rates
are subject to fair value interest rate risk. The Group has
not used any interest rate swaps to hedge its exposure
to interest-rate risk. The Group manages its cash flow
and fair value interest rate risk mainly by adjusting the
interest rates on loans granted to customers.

As at 31 March 2016, if market interest rates had been
1% higher/lower with all other variables held constant,
post-tax profit for the year would have been
HK$2,123,000 lower/higher (2015: HK$1,293,000),
mainly as a result of higher/lower interest expense on
bank and other borrowings and an amount due to a
fellow subsidiary carried at variable rates, partially offset
by cash held at variable rates.

Although bonds issued at fixed rates are subject to fair
value interest rate risk, they are not remeasured in the
financial statement in response to changes in market
interest rates and therefore changes in market interest
rate would not affect the reported profit or loss.
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32

FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors (Continued)

(b)

Credit risk

The Group’s credit risk arises from cash and cash
equivalents, loans receivable, interest receivables and
deposits and other receivables. Management has a
credit policy in place and the exposures to these credit
risks are monitored on an ongoing basis. The carrying
amount of these balances represents the Group’s
maximum exposure to credit risk in relation to financial
assets which are stated as follows:

PERBEEE)
31 BSEBEZE)

(b)

FERRE
AEEZEERREIZRER
ERBREEFEY  BEER -
J& W M) B LA B i 2 o HAth B UK
RBE-EERECDEHREER
R UIBEEEZEEER
B ARAGAHREREREASE
BN X & B E T E B2
RAEERR

As at 31 March

M3A31AH

2016 2015
20164 20154
Note HK$'000 HK$ 000
B EE THT FHET
Loans receivable FEWE R 19 674,056 522,186
Interest receivables FEUHIE 20 15,197 10,650
Deposits and other receivables T R H el zhoa 21 150 168
Cash and cash equivalents HeRBEZEEY 23 20,791 22,776
710,194 555,780

Most of the Group’s cash and cash equivalents are REBRZHACRBCEE

deposited in major financial institutions located in Hong
Kong, which the Group’s management believes are of
high credit quality.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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3

FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continued)

3.1

(b)

Credit risk (Continued)

The Group manages and analyses the credit risk for
each of their new and existing clients before standard
payment terms and conditions are offered. If there is no
independent rating, the Group assesses the credit
quality of the customer based on the customer’s financial
position, past experience and other factors. The Group
holds collateral against loans receivable and interest
receivables in the form of mortgages over property.
Majority of the collateral are residential properties,
commercial properties and industrial properties and all
of the collaterals are located in Hong Kong. Individual
risk limits are set based on the value of collaterals
provided by customers and internal or external ratings in
accordance with limits set by the directors. The
utilisation of credit limits is regularly monitored. The
credit quality classification of loans receivable and their
respective interest receivables using the Group’s credit
rating system is set out in the table below:

3

BRRERER®)
3.1 MBEBREREE)

(b)

EERE(E)

PR AR ST R R A 2
Bl AEESEREINES
BAHEFPERBEEFP ZEER
b o BEEBUMNA MXAEER
REBERP MBI - BEXR
BREMEARFIEEFPZEE
Bx o AEBUMEER
A ERER R ERNEHE
Efm e REBERRRET
ME BEVERIEDE
H2HMERBHURNEER
A o B Bl [ B IR RREE R B P PR
RUEERRZEERREES
REZBREEMAETT 2 N EBHSIN
BFRET - THERFER
B2ERBER - REREEFE
EREL  BRERREE
BEKFEZEEEESEN
T

As at 31 March

MR3A31H

2016 2015

2016 2015

HK$'000 HK$'000

FHET FAT

Performing [B#) 676,634 532,836

Doubtful R 15,152 -

Loss &8 = -
Gross loans receivable and JEWE K &

interest receivables FEWFI SRR 691,786 532,836

BERGFEREERAF
2016 53k
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FINANCIAL RISK MANAGEMENT (Continued) 3 B g e e (F)
3.1 Financial risk factors (Continued) 3.1 BEREEE)
(b) Credit risk (Continued) (b) EERK(EZ)
The Group considers the loans and respective interest EXRESRHF BB
receivables as doubtful if the repayment of principal B3E A - K RIR Gy
and/or of interest has been overdue for more than 3 EBHE N FEERNEUE
months and principal, accrued interest and/or future BKEARS BB R K
interest may not be fully secured by the fair value of SRARF B - Bl B3R % pE W
collateral at its estimated selling price. The Group Aﬂjjﬁﬁ%@}'ﬁl&ﬂ 8 ARE-
considers the loans and respective interest receivables EXRESRHF BB
as loss if the repayment of principal and/or interest has WBIEA - BERAER 18
been overdue for more than 3 months and the collection W (e REM T EERE
of principal and interest in full is considered improbable BIRF) BN R AT KA 4
after exhausting all collection efforts such as realisation EHhE AL L E - BARE
of collateral and initiation of legal proceedings. EE I EWE LA B ERF
BREHE-
The Group estimates and recognises impairment losses Rt IR iR AT S E BT
for the loans and interest receivables considered as EoNFETAEUNEERKE
“doubtful” and “loss”, taking into account the fair values KEME - ANEEGE LR
of the collateral at estimated selling prices which are %HQE,TA&%IJE\Z,@{EE?E%
inadequate to cover the loans and interest receivables. [REE| R [EE] -
Loans and interest receivables are summarised as FEWEZHEFERMINT -
follows:
As at 31 March
R3HA31H
2016 2015
2016 20154
HK$'000 HK$'000
FET FET
Neither past due nor impaired KEHATRARRE 617,078 526,648
Past due but not impaired BRHBERRE 59,556 6,188
Individually impaired EERIRE 15,152 -
Gross loans and interest receivables [EWEF R FIE 858 691,786 532,836
Less: Impairment allowance R ERE
— Individually assessed — {ERIFE (1,791) -
— Collectively assessed — BT (742) -
Net loans and interest receivables EWEZ LA EFE 689,253 532,836

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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3

FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continued)

3.1

(b)

Credit risk (Continued)

As at 31 March 2016, loans and interest receivables of
HK$59,556,000 (2015: HK$6,188,000) were past due
but not impaired. These were related to a number of
third party customers for whom there was no recent
history of default. Based on past experience, the
directors of the Group are of the opinion that no
provision for impairment is necessary for these balances
as there has not been a significant change in credit
quality and the respective principals and/or interests that
had been overdue were still fully secured by the fair
values of collaterals at their respective estimated selling
prices. Accordingly, these balances are still considered
to be fully recoverable.

As at 31 March 2016, individually impaired loans and
interest receivables of HK$15,152,000 (2015: Nil) was
secured by the fair value of collaterals at their respective
market price amounting to HK$13,361,000 (2015: Nil).
As the respective collaterals were inadequate to cover
the respective outstanding loans and interest
receivables, individually assessed impairment allowance
of HK$1,791,000 (2015: Nil) was recognised for these
balances.

3

B ERE?

3.1

e
(A5 /\

{

MBRBEEE)

(b)

EERK (&)
R2016F3 A31H » ERER
K F B.59,556,0007% 7T (2015
F 16,188,000/ L) B @ HiE
HARRE - ZERES RZ A
M EENGBR I E =R
FP-REBTES HREE
LEWEEXNES  BHHEC
BEAAS RHF B NERK
HRRsamTHEEEEZ
AFEZERTF  HAEEE
REBDERZELEHRIELR
BREE Bl ZEEHDE
BAA 2D -

7201643 5318 » BRI
BzZREBE X KA
15,152,000 7T (2015 4F : #&)
BEEAREREEMEFEZA
F{E 13,361,000/ (2015%F :
) EIR IR - AR BRI R
TRMEES A 2 R E R
BEREFAE MEMZEER
HRME AT E R EEE
1,791,000/ 7C(2015%F - &) ©
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FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continued)

3

36

3.1

(b)

Credit risk (Continued)
The aging analysis of these past due but not impaired
loans and interest receivables is as follows:

3

BRRERER®)
MBRBEEE)

3.1

(b)

FERR(E)
ZEFCBMERRERKER
RMBZREDITT

As at 31 March

M3 A31H
2016 2015
2016 2015 4F
HK$'000 HK$'000
FHT FHT
0-30 days 0-30k 8,124 2,108
31-90 days 31-90 K 13,238 2,603
Over 90 days im0 K 38,194 1,471
59,556 6,188

The Group performs collective assessment of loans
receivable considered as “performing” by grouping
together all its receivables with similar credit risk
characteristics. The impairment review is carried out on
all those receivables based on the historical impairment
rates. The historical impairment rate is arrived at taking
the average of the most recent 3 financial years of the
percentage of impairment loss to the total loans and
interest receivables as at the respective year end dates.
The historical impairment rate for the year ended 31
March 2016 was 0.11% (2015: 0%).

In general, the loan officers of the Group propose to
management of the Company on a monthly basis the
amount of provision to be made.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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3

FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continued)

3.1

(b)

()

Credit risk (Continued)

The Group generally grants loans with a loan-to-value
ratio of no more than 70% of the value in the valuation
report of the property for first property mortgage, and
where it is subordinate property mortgage, the
aggregate lending from all lenders to the customer
should not exceed 70% of the value of the underlying
property. The directors meet regularly to review the loan-
to-value ratio. The directors consider that the credit risk
arising from loans and interest receivables is significantly
mitigated by the property held as collateral, with
reference to the estimated market value of the property.
The Group generally maintains at all time each individual
loan and interest receivables amount to be less than
70% of the total fair value of the respective collateral at
estimated selling price.

Revenue from the top five customers constituted
approximately 19% (2015: 14%) of the Group’s revenue
for the year ended 31 March 2016. They accounted for
approximately 23% (2015: 15%) of the gross loans
receivable balances as at 31 March 2016.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and the availability of funding through an
adequate amount of committed credit facility. Cash flow
forecasting is performed by management. The Group
monitors its rolling forecasts of the Group’s liquidity
requirements to ensure it has sufficient cash to meet
operational needs while maintaining sufficient headroom
on its undrawn committed borrowing facilities at all times
so that the Group does not breach borrowing limits or
covenants (where applicable) on any of its borrowing
facilities. Such forecasting takes into consideration the
Group’s debt financing plans, covenant compliance,
compliance with internal financial position ratio targets
and, if applicable external regulatory or legal
requirements.

3

B A& R e BT (4

3.1

P EREE

(b)

()

EERRE(E)
REE—BHBERNDERBER
FTERZEREEELETE
BEERESTMEEEBEZ
70% : fHAYERB =% 8l
FFIBEERARABRPELZEE
BETSBARBYEERZ
0% EEZTHEARASE B
HNEREEBELE - L2EY
¥ZbETE EZREAERA
EWEREFNEZEERRT)
KEBERMRZYMEKXELE
o ANEE— MR 4
SEERKRERRFEZEH
BREBEBRIRETHEE
HEZ AT EBRE 2 70% °

HZE2016F3 A31HIEFE -
AABEP RS AERU L
19% (20154 : 14%) »©  1h
2016 3 A 31 Bz RN E R4S
#r 48 FB #923% (20154 :
15%) °

REBESEAR
HERDECREBEIRIEHER
FRBACRESRARAHEE
BE - EREHRTRSTENR
Al e REBE T HHALE R
FESHRELZEZBTEAR -
BRERHECENEEES
=5k B R TAREE R
RIAGERBRERSEN L
FEf - WRRASEETEE
REFMERRE 2 ERRE
KR (EA) - ZETER T
FIRAEBEZ EERERTE
HEABBR - AHHBAKR
FEBZETR(EA) NP
REBEEREK -
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3
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FINANCIAL RISK MANAGEMENT (Continued) 3 BEEREE &)
3.1 Financial risk factors (Continued) 3.1 BEREEE)
(c) Liquidity risk (Continued) (c) RBELEE(Z)
The Group’s primary cash requirements, apart from BRAZRPEEERI  KEF
granting loans to customers, are for payment of bank TEEBIRSENRARITEITE
borrowings, bonds, an amount due to a fellow subsidiary ;o EE - EN—EREE
and operating expenses. NEFENEBRY -
The table below analyses the Group’s financial liabilities TEREBEREHRESHT
into relevant maturity groupings based on the remaining ARG HEEI s AEH 2
period at the end of the reporting period to the B EEABDHBREL
contractual maturity date. The amounts disclosed in the DT RPMBESERELN
table are the contractual undiscounted cash flows. KREEBRES TS o
As at 31 March
M3H31H
2016 2015
2016 F 20154
HK$’000 HK$'000
FHETT THET
Within one year: 1R :
Trade and other payables 25 REMENFIE 5,544 3,536
Amount due to a fellow subsidiary B —ER R
L) SPNCIE @2 88,951 39,231
Bank and other borrowings HRITREMERK 179,551 129,940
Bonds F% 6,705 5,325
280,751 178,032
Two to five years: 2FEESEF :
Bonds &% 26,820 21,300
Over five years: S5EPALE
Bonds &5 127,087 108,519

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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3  FINANCIAL RISK MANAGEMENT (Continued) 3
3.2 Capital risk management

BSERER )
3.2 RAEEMmEE

The Group's objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
in order to provide returns to the shareholder and benefits for
other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets
to reduce debt.

The Group monitors capital on the basis of the gearing ratio.
This ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings (including ‘bank and
other borrowings’, ‘bonds’ and ‘amount due to a fellow
subsidiary’ as shown in the consolidated statement of financial
position) less pledged bank deposit and cash and cash
equivalents. Total capital is calculated as ‘equity’ as shown in
the consolidated statements of financial position. The Group’s
strategy remains unchanged and the gearing ratio and net
cash position of the Group as at 31 March 2016 are as follows:

AREEERAZ BRAREAEE

BERAELE M ARRRHE LD ®RL
¢%$£ﬁﬂ?ﬂﬁu$ﬁﬁﬁé%ﬁiﬁifﬂﬁﬁ' AR #
Fr AEZ BARBIARE AR

BEHERAERAEE  AEESE
FREIATFREZRE - MRERE
REA - BEITHTAR Sk & B E LURK &
f%o

REEUEEREL R AEEELILR
AN o L RIRE IS FREBR AR AN 4258
TUFE - EHFHEABREHE (B

BERAMBIRAERARTRZ [R1TR
E@F*J(ﬁﬁj&ﬂgﬁ BIE
RINEABIFIED BB ERIRITFR
ﬁﬁ@&ﬁ@gﬁm o [RA4REE BER
EUBRREMTZ (] £8-
REBZREHERTE AEER
2016 F3A31EZEEABLERK
WEARNFBNAT -

As at 31 March

MW3A31H

2016 2015

2016 20154

Note HK$'000 HK$'000

k=3 FHATT FH&T

Total bank and other borrowings RITRHMETMERE 28 179,251 129,616
Bonds E% 29 111,451 87,912
Amount due to a fellow subsidiary FEf —FEIR B A T 1A 88,951 39,231
Less: cash and cash equivalents BWIRERESEEY 23 (20,791) (22,776)
Net debt B %5 358,862 233,983
Total equity A 462,969 427,901
Gearing ratio BEBEBHE 0.78 0.55

BERGFEREERAF
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3  FINANCIAL RISK MANAGEMENT (Continued) 3 BHERRERE)
3.3 Fair value estimation 3.3 AFEEE

The table below analyses the Group’s financial instruments TRBEHEAFEMAGHERNZ

carried at fair value as at 31 March 2016 by level of inputs to MABBZEL DT AEBER2016

valuation techniques used to measure fair value. Such inputs FIAZBLAFEHEYEZS/ T

are categorised into three levels within a fair value hierarchy B o BR%AEIETIZ T BAATF

as follows: EREAN=ZEEH -

— Quoted prices (unadjusted) in active markets for — [R—BEXBEEEERmEZ
identical assets or liabilities (level 1). REBOREFAR)(E—R) °

— Inputs other than quoted prices included within level 1 — BAESRE—FHIHREN B
that are observable for the asset or liability, either EBEzEEREE(RE
directly (that is, as prices) or indirectly (that is, derived R)SEE(ENRAER) @A
from prices) (level 2). BB (BE=R) -

— Inputs for the asset or liability that are not based on — WKk TERmESEmE
observable market data (that is, unobservable inputs) TZBESAES ASE(E
(level 3). TR ARE) (F=4) -

As at 31 March
MR3HA31H
2016 2015
2016 4 20154
HK$'000 HK$’000
FHET FAET

Level 2 financial asset E_REWMEE

Available-for-sale investment A HERE 625 -

See Note 16 to the consolidated financial statements for EERATEAEZREMELNTE

disclosures of the fair value estimation of investment properties et 2 WEBLRXHG AV BERERMN T

that are measured at fair value. 16 °

There were no transfers between levels 1, 2 and 3 during the RERNE—F F_HFRE=H2ME

year. N f B A B o

90 Hong Kong Finance Group Limited
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

4.1 Critical accounting estimates and assumptions
The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

(a)

(b)

Impairment of loans, interest and other receivables

The Group assesses provision for impairment of loans,
interest and other receivables based on an estimate of
the recoverability of these receivables. Provisions are
applied to loans, interest and other receivables where
events or changes in circumstances indicate that the
balances may not be collectible. The identification of
impairment of loans, interest and other receivables
requires the use of estimates. Where the expectation is
different from the original estimate, such difference will
impact carrying value of receivables and provision for
impairment losses in the period in which such estimate
has been changed.

Investment property

The fair value of investment property is determined
annually by similar transaction on an open market in
existing use basis. In making the judgement,
consideration has been given to assumptions that are
mainly on market conditions existing at the end of the
reporting period and appropriate capitalisation rates of
rental income.

EEREEE R A

it RS & HETE - WABEERK
HitARAEE  EEHERERARE
EEREATEBARZ S -

4.1 EESFHEFRRER
AEBEFARKEH B REBRR - BE
BE - ELSHERIEEHE
BRAERMER - 5 RGBT — AN BF
Bz AERABREEFDAEAR
ZEXRRAR 2 GE RERmANT

(a) EX- FERHMEWRNREZ
wAE
AEBRBEGAER  FER
Ho o &Y R IR 2 BT B U 1 AR
i 5T 7 B 7 W R IR 2 O B
B BAEHRBRELCET
B3R B R E A W IR A
ERR MBI - BIlRE PR A R
e RER  FEREME
WkIR 2 BiERZAEERMAE o
HIRRERER LA 2R
BERE  AAHEZEREKFEY
EERGHRZH AR AE
WA REBREE ZRE
18 o

(b) REME
BREWEZ AV EESFIRER
EREELERNRMT S ZEE
RHETE - HIEHHEE - &
ERETEABBERRT SN
ARBEE WA ZEEBRAREEX
ZIR& -
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04

SEGMENT INFORMATION

During the years ended 31 March 2016 and 2015, all of the Group’s
revenue was generated from the money lending business of
providing property mortgage loans in Hong Kong. Revenue
represents interest income earned from such loans offered to the
Group’s customers. Information reported to the Group’s chief
operating decision maker, for the purpose of resource allocation and
assessment of the Group’s performance, is focused on the operating
results of the Group as a whole as the Group’s resources are
integrated and no discrete financial information is available.
Accordingly, no segment analysis or information about the Group’s
products and services are presented.

All of the Group’s revenue from external customers and assets were
generated from and located in Hong Kong during the years ended
31 March 2016 and 2015.

REVENUE AND OTHER INCOME

Revenue represents the interest income earned from the money
lending business of providing property mortgage loans in Hong
Kong. Revenue and other income recognised during the year are as

PEER

HE2016F K2015F3A31ALLFE -
REEZ2HWRREEEBREMER
BERZHREES WRARTFTAEER
FRERAMBHIZHABWA - EAEE 2
BRODERREFENS  EXRTEAEE
FEEERRAZERTE@FIAEEE
BLExE AAEEEREES  WE
FEBREMUEER - Al WEZYE
AASEERERBE D EHSTHER

H 22016 F K2015F3A31B ILFE -
AEBRBINIRFZFAEREREEY
EXgMIREBER -

s K A
WaEAEBEBRHMERBER 2 REE
BEPTERER Z M S WA - REFEENFTHERZ
Woas REAWAT -

follows:
Year ended 31 March
HESA3BILFEE
2016 2015
2016 F 20154
HK$'000 HK$’000
&L FHET
Revenue I 25
Interest income FEUA 111,278 99,267
Other income EHablr A
Rental income el A 2,124 1,963
Sundry income HEEBA 3 6
2,127 1,969

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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B 755 2% B 5
7 EXPENSES BY NATURE 7 BHBEo X

Year ended 31 March
HESASTALFE

2016 2015
2016 F 20154
Note HK$'000 HK$'000
PaE FAT FAT
Employee benefit expenses EERAIRY 8 8,293 6,006
(excluding directors’ emolument) (TBRIEZEEEHM)
Directors’ emolument EEE 6,925 5,528
Advertising and marketing B R EER
expenses 7,793 9,944
Legal and professional fees FEREEER 1,908 2,041
Rent and rates e REMm 219 240
Auditor’'s remuneration % E AN &
— audit services — ZEPRTS 950 900
— non-audit services — IERBURTS 250 250
Bank charges HRITHRIZ 169 113
Referral fee =N 600 428
Valuation and search fee HEREMER 159 227
Depreciation of property, ME - BB REEITE
plant and equipment 15 2,807 3,152
Provision for individual impairment of  ZtFEUE Z A RIEE
loans receivable e Bt 19 1,791 -
Provision for collective impairment HEWE SRR EIEL BB
of loans receivable 19 742 -
Provision for impairment of U EEERE
repossessed asset {EL B 22 435 =
Other expenses Hmx 3,407 3,588
36,448 32,417

BERGFEREERAF
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94

EMPLOYEE BENEFIT EXPENSES (EXCLUDING
DIRECTORS’ EMOLUMENTS)

8

BERAFAX(TREESEHH)

Year ended 31 March
BEIAZIALEE

2016 2015

2016 F 20154

HK$'000 HK$’000

FHBT FH&T

Salaries and bonus e RIEAL 6,186 5,535
Share options expense granted to MES L 2 BIREMS

employees 1,559 -

Other benefits HAibigF 38 18

Pension costs — defined contribution BIREKA — REHER
plans (Note) EEICES) 510 453
8,293 6,006

Note:

The Group participates in the Mandatory Provident Fund scheme (the “MPF
scheme”) in accordance with the Mandatory Provident Fund Scheme
Ordinance of Hong Kong. Under the rules of the MPF scheme, the employer
and its employees in Hong Kong are each required to contribute 5% of the
employee’s relevant income with a ceiling of HK$1,500 per month to the MPF
scheme. The only obligation of the Group with respect to the MPF scheme is
to make the required contributions under the scheme. No forfeited
contribution is available to reduce the contribution payable in future year.

Five highest paid individuals

The five individuals whose emoluments were the highest in the
Group include 3 directors for the year ended 31 March 2016 (2015:
3), whose emoluments are reflected in Note 9. The emoluments
payable to the remaining 2 individuals for the year ended 31 March
2016 (2015: 2), are as follows:

BT -

AEBMBEESRFIMEATES K2 EBRHIER
el ([REaestal)) - RIERESEIR
T ABREIRHEESABREEBRBEAZ
5% (5 A LR AE1,500%8T) M8 B S T8I -
ERESTEIN  AEEZE—S T AREIE
R AR o BEE B R IREE TR AT BIER A R 2R F
EREM 2R -

hEEEHFAL

HZEZ2016 F3A31BIEFE AEEAE
MEms AR ALTEEIRESE(2015%F ¢
3%) ZEFHD RBAKF - REZE
2016 F3ASTALTFE B TFHT 2%
(20156  2B) BREHFALZEHMAT -

Year ended 31 March
BEIAIALEE

2016 2015

2016 4 2015 4F

HK$'000 HK$'000

FHT FHT

Salaries and bonus e RIEAL 1,768 1656
Pension costs — defined contribution plans Rk & A — REftakErEl 36 35
1,804 1,691

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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8 EMPLOYEE BENEFIT EXPENSES (EXCLUDING 8 EEEMNEX(FREEESEM)

DIRECTORS’ EMOLUMENTS) (Continued) (&)
Five highest paid individuals (Continued) AEBESHALT(E)
The above individuals with the highest emoluments are within the titEESFHEATZEMEENT :

following bands:

Year ended 31 March
HESASIALFE

2016 2015
2016 4 20154
Number of Number of
Individuals Individuals
A A
Nil - HK$500,000 & — 500,000 7T - -
HK$500,001 — HK$1,000,000 500,001 &% — 1,000,0007%8 7T 2 2
2 2
9  BENEFIT AND INTEREST OF THE DIRECTOR 9 EEEAMNRA=
(a) Directors’ emoluments (a) EZHM
The remuneration of every director is set out below: RABISESZHMET AT -
Emoluments paid or receivable in respect of a person’s BE2016F3A3NBLFEERE
services as a director, whether of the Company or its ERARDFIHEM BRI EGIR ML E
subsidiary undertaking for the year ended 31 March 2016: AR Z TR E
Estimated
money value Employer’'s
of other  contribution
Discretionary benefits to the MPF
Fees Salaries bonuses (Note) Scheme Total

ARz BEE

fhat &% itz
ik e BfEa  EEMWE) EEHH aat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TAT TATL TR THET THT

Executive directors HiTES
Mr. Chan Koung Nam BkEkE - 1,394 371 425 18 2,008
Mr. Chan Kwong Yin William BREEE - 1,394 37 1,265 18 3,048
Mr. Tse Pui To SRERE - 1,141 562 368 18 2,089

Independent non-executive BYFHITES

directors

Mr. Chan Siu Wing Raymond [EP = 120 . _ _ _ 120
Mr. Chu Yat Pang Terry E T 180 - _ _ _ 180
Mr. Cheung Kok Cheong REE%HE 120 - _ _ _ 120

420 3,929 1,304 2,058 54 7,765

BERGFEREERAF
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BENEFIT AND INTEREST OF THE DIRECTORS (Continued)

9 EEEARAZEE

(a) Directors’ emoluments (Continued) (a) EEHFM &)
For the year ended 31 March 2015: HZE2015FE3A31HILEE
Emoluments paid or receivable in respect of a person’s HZE2015FE3A3IBIIEEEAE
services as a director, whether of the Company or its EARNTIKENB AT EKIRERE
subsidiary undertaking for the year ended 31 March 2015: ARGz BT E NS -
Estimated
money value  Employer’s
of other  contribution
Discretionary benefits  to the MPF
Fees Salaries bonuses (Note) Scheme Total
Hiizdlz wiEe
fhEt 5 italz
e e mErEa  BEM) BN Ch
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL AR TER TER TRR AR
Executive directors HTES
Mr. Chan Koung Nam BXmEE - 1,218 500 - 18 1,736
Mr. Chan Kwong Yin Wiliam ~ BXE%4E = 1,218 500 840 18 2576
Mr. Tse Pui To MEBEE - 979 640 - 17 1,636
Independent non-executive ~ BYFHTES
directors
Mr. Chan SiuWing Raymond ~ Bk& 5% 120 = = = = 120
Mr. Chu Yat Pang Terry KL E 180 = = = = 180
Mr. Cheung Kok Cheong REIEEAE 120 = = = = 120
420 3415 1,640 840 53 6,368
Note: PeE -
Other benefits include share option benefits and the estimated money Efﬂlﬁﬂ@%ﬂ%ﬁﬁ%ﬁﬂf{&ﬁﬂz&%@%
value for rental of the residential property owned by the Group and F%Fﬁ%%%ifﬁﬁZ{i%%%Z%EQﬁ
used by Mr. Chan Kwong Yin William. AEBEE -
(b) Directors’ retirement benefits and termination (b) EBRMEMBER

benefits
None of the directors received or will receive any retirement
benefits or termination benefits during the year (2015: Nil).

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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9

10

BENEFIT AND INTEREST OF THE DIRECTORS (Continued)

(c)

(d)

(e)

Consideration provided to third parties for making
available directors’ services

During the year ended 31 March 2016, no consideration was
provided to or receivable by third parties for making available
director’s services (2015: Nil)

Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors

There are no loans, quasi-loans or other dealings in favour of
directors, controlled bodied corporate by and connected
entities with such directors (2015: Nil)

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed in Note 32, no significant transactions,
arrangements and contracts in relation to the group’s business
to which the Company was a party and in which a director of
the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year (2015: Nil).

FINANCE COSTS

ESENRNE#)
(c) BEERBAE=FRH2K

(d)

(e)

&

HEC016F3A3IBILFE &
REERBASZTRERE %5
= MBI E (20154 « 4E) o

EBUES ZEHZAERE
LEZEEEEBRECERA
ZTRAZER - EEREKHM
MEBENES ITHEABRER
HZEETHERECBEBAITAL
B EERHEMR F (2015F -
) o

EERARE  ZRHIAESHZE
RER

BREIE2METEEI  BHEFRRK
REREAIER - ARRWER T
AEAEEEFEEEARARRESERN
EhHEAEA R (EREESME)
LERRG  BHREH (20155 :
/) o

mhE R A

Year ended 31 March
HESASTALFE

2016 2015
2016 4F 20154F
HK$'000 HK$'000
FHET FHET
Interest on secured bank borrowings BEIFRITE KT S 4,596 3,673
Interest on bank overdraft IRITBEZF B 676 495
Interest on amount due to a fellow subsidiary J&{— & B Xt B A 7 ZIEF 2 4,416 3,219
Interest and other expenses on bonds BEZMBREMAS 8,731 1,270
Interest on other borrowings HuafER 2R B 890 786
19,309 9,443

BEGESEBRAT
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11  INCOME TAX EXPENSE 11
Hong Kong profits tax has been provided for at the rate of 16.5%
(2015: 16.5%) on the estimated assessable profits for the year.

i8R
RAFEERGFERREF Z2165%
(20154 : 16.5% ) LB BF G HIFHEEME

The amount of income tax charged to the consolidated statement of RNgE2EBRARINBRZFAEHRSREE
comprehensive income represents:

Year ended 31 March
BHEIAZIALEE

2016 2015
2016 4F 20154
HK$'000 HK$'000
FAT FHAT

Hong Kong profits tax BERENEH
— Current year — ARFE 9,970 9,830
— (Over)/under provision in prior years — BAFE (BE),TEEB (73) 288
Deferred income tax EIEFTSHE (315) 152
9,582 10,270

AR R AT B BRI 2 BUASIZ R
SEMZEEMT -

The tax on the Group’s profit before income tax differs from the
theoretical amount that would arise as follows:

Year ended 31 March
HZE3AZTHILFE

2016 2015

2016 4F 20154F

HK$'000 HK$'000

T FHET

Profit before income tax B PS5 Al s ) 57,643 63,146
Calculated at Hong Kong profits tax rate BEBFEHMEA16.5%TE

of 16.5% 9,511 10,419

(Over)/under provision in prior years TF (B8), /TR (73) 288

Income not subject to taxation BAERBUA (595) (741)

Expenses not deductible for tax purposes  A~A] 151 5 2 826 396

Utilisation of previously unrecognised BB RERTIBEE
tax losses (87) (92)
Income tax expense FRiSHi = 9,582 10,270

Hong Kong Finance Group Limited
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12 EARNINGS PER SHARE 12 BRER
(a) Basic earnings per share (a) BREXRZREF
Basic earnings per share is calculated by dividing the profit ERERBFZAE R BELRAFT
attributable to owners of the Company of HK$48,061,000 A A JE {5 % 748,061,000 JT
(2015: HK$52,876,000) by the weighted average number of (20154 : 52,876,000 7T ) B3 LA ZX
415,000,000 (2015: 415,000,000) ordinary shares in issue FEERTETER ZMETSH
during the year. 415,000,000 3% (2015 4 :

415,000,000 f&) °

Year ended 31 March
HESASTALFE

2016 2015
2016 4F 20154
Profit attributable to owners of the KAREE ANEMMRF (FET)
Company (HK$'000) 48,061 52,876
Weighted average number of ordinary ~ #tit EEMEREFZ
shares in issue for basic earnings BEITEBERY
per share ('000) IEFEE (TR 415,000 415,000
Basic earnings per share (HK cents) BFIRERZEF] GBI 11.6 12.7

BERGFEREERAF
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12

100

EARNINGS PER SHARE (Continued)
(b) Diluted earnings per share

Diluted earnings per share for the year ended 31 March 2016
is calculated by adjusting the weighted average number of
ordinary shares outstanding to assume conversion of all
dilutive potential ordinary shares. Shares issuable under the
share option scheme are the only dilutive potential ordinary
shares of the Company. For the share options, the number of
shares that would have been issued assuming the exercise of
the share options less the number of shares that could have
been issued at fair value (determined as the average market
price per share for the year) for the same total proceeds is the
number of shares issued for no consideration. The resulting
number of shares issued for no consideration is included in
the weighted average number of ordinary shares as the
denominator for calculating diluted earnings per share. There
were no potential dilutive ordinary shares outstanding for the
year ended 31 March 2015 and hence the diluted earnings
per share is the same as basic earnings per share.

12 BRERN#E)

(b)

BERE#EERF
HE2016FE3AMALEE 2K
BSERT - DRE BRI LB EE
SEYET BN RARNARTITER
B2 INEF I BT E o ARRIEARAERT
En PRI RD A —AETEES
HEBANAZEBR - BEREM
T BRERITEREREmRERTTZ R
HEBERERERFTSRIBRAEEA
FE(DEFRASRFEHOTEET)
[RATRERS T 2RI EE - BIARUER
BETZBRHEE - BHESEAER
BETZRHEE - SRFTETRE
BRI AERD & 2 L@k hnE
g - AREE2015F3A31H
IEFE NI E R RBEITEBTEREY
ZEER  MEBREERFAEGRE
REFAER o

Year ended 31 March
HESASTALFE

2016 2015
2016 F 20154
Profit attributable to owners RREEE ARG (FBT)
of the Company (HK$'000) 48,061 52,876
Weight average number of ordinary BT EREERF 2
shares in issue for diluted earnings BETEBR
per share ('000) InFEFHE(FAR) 415,741 415,000
Diluted earnings per share (HK cents) & R&#5E &7 GE(L) 11.6 12.7

Hong Kong Finance Group Limited
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13 DIVIDENDS 13 RE
A final dividend in respect of the year ended 31 March 2016 of BARA T EEREEE XS 3HEE 2016
HK1.6 cents per share, totaling HK$6,640,000, is to be declared at FIA3NBIFEEERABIRESK1.68
the forthcoming annual general meeting of the Company. These Il + & # 56,640,000 7T « B IEREIL
financial statements do not reflect this dividend payable. WM EREMNIRE o
Year ended 31 March
HZE3AIALFE
2016 2015
2016 4 20154
HK$'000 HK$’000
FHET FET
Interim dividend paid of HK1.9 cents BT E A BN S 1.9 8L
(2015: HK1.7 cents) per share (20154 + 1.77810) 7,885 7,055
Proposed final dividend of HK1.6 cents EEERARERE .68
(2015: HK1.9 cents) per share (20154 : 1.9781L) 6,640 7,885
14,525 14,940

?iﬁﬁﬁizﬁﬁsgg 1 01
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14 CASH (USED IN)/GENERATED FROM OPERATIONS 14 R (FR) FERs

Year ended 31 March
HESASIALFE

2016 2015
2016 4 20154
Note HK$'000 HK$’000
L FAT FAT
Profit before income tax B P45 B4 A& F 57,643 63,146
Adjustments for: BRI SEEL A
Depreciation e 15 2,807 3,152
Interest expenses B 10 19,309 9,443
Loss on disposal of property, HEYE  BE&
plant and equipment REEE - 4
Fair value gain on investment HEMENTERER
properties 16 = (3,770)
Share-based employee LARRD R B 2
compensation 1E B M 2,777 -
Bank interest income RITH BURA = (6)
Provision for individual impairment ThIE U E R AE B B R A
assessment of loans receivable EL RS 19 1,791 =
Provision for collective impairment TR B R RSB E T A
assessment of loans receivable VEH B 19 742 -
Provision for impairment of LU E & E R E
repossessed asset e B 22 435 -
Changes in working capital: BEELEE
Loans receivable FEUE R (160,981) (54,478)
Interest receivables JEUR B (8,710) (10)
Prepayments, deposits and TEHRIE - Re Kk
other receivables H b fEUMRIE 11 1,357
Trade and other payables B 5 MEAM RS FRIE 651 (255)
Cash (used in)/generated from & (A3
operations (78,525) 18,583

1 02 Hong Kong Finance Group Limited
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15 PROPERTY, PLANT AND EQUIPMENT

Land and Office
buildings equipment

THREF  WORHE
HK$'000 HK$'000

15 ¥%  BERRE

Furniture Leasehold Motor
and fixtures  improvements vehicles Total
B HEME
£E i e At

HK$'000 HK$'000 HK$'000 HK$'000

THL THL FET THL THIL THL
At 31 March 2014 RW2014%£3H31H
Cost BRA 68,036 550 1,392 3,505 2,774 76,257
Accumulated depreciation  ZEHTE RIFE
and impairment (5,768) (321) (863) (2,571) (329) (9,852)
Net book amount REFE 62,268 229 529 934 2,445 66,405
Year ended 31 March 2015 EZ201563H31H
LFEE
Opening netbook amount ~ EHIEREHE 62,268 229 529 934 2,445 66,405
Additions NE - 83 12 59 - 154
Disposal BE - (4) - - - (4)
Depreciation neE (1,491) (85) (319) (564) (693) (3,152)
Closing net book amount S 4RBREF(E 60,777 223 222 429 1,752 63,403
At 31 March 2015 RW2015%€3831H
Cost A 68,036 538 1,404 3,564 2774 76,316
Accumulated depreciation  ZitHEREE
and impairment (7,259) (315) (1,182) (3,135) (1,022) (12,913)
Net book amount REFE 60,777 223 222 429 1,752 63,403
Year ended 31 March 2016 #Z 2016535311
LEE
Opening netbook amount ~ FHIEREHE 60,777 223 222 429 1,752 63,403
Additions AE - 37 27 - = 64
Depreciation e (1,491) (98) (176) (349) (693) (2,807)
Closing net book amount FRERFE 59,286 162 73 80 1,059 60,660
At 31 March 2016 MW2016E3A31H
Cost BRA 68,036 575 1,431 3,564 2,774 76,380
Accumulated depreciation 2T E RIFIE
and impairment (8,750) (413) (1,358) (3,484) (1,715) (15,720)
Net book amount REFE 59,286 162 73 80 1,059 60,660

At 31 March 2016, the Group’s land and buildings with net book
value of approximately HK$59,286,000 (2015: HK$60,777,000) were
pledged to a bank to secure bank borrowings granted to two
subsidiaries of the Company (Note 28).

R2016 3 A31H  AEBKREFENA
59,286,00078 7L (20154F : 60,777,000787C)
2 REFEEIF T —RHBITEALRA
A2 EIH B A R ER RT3 &R (B
£¥28) ©

T ess 103



NOTES TO THE FINANCIAL STATEMENTS

BT R R I

16 INVESTMENT PROPERTIES

16 REW=

As at 31 March

M3HA31H
2016 2015
2016 4 20154
HK$'000 HK$’000
FHET FAET
At beginning of year REH 76,860 73,090
Fair value gains A EWRE = 3,770
At end of the year RER 76,860 76,860

As at 31 March 2016, the Group had no unprovided contractual
obligation for future repairs and maintenance (2015: Nil). At 31
March 2016 and 2015, the investment properties of the Group were
pledged to a bank to secure bank borrowings granted to a
subsidiary of the Company (Note 28).

An independent valuation of the Group’s investment properties was
performed by the independent professional valuer, Roma Appraisals
Limited, to determine the fair value of the investment properties as at
31 March 2016 and 2015. The fair value gains are included in “fair
value gains on revaluation of investment properties” in the
consolidated statement of comprehensive income.

The recurring fair value measurements for investment properties are
included in level 2 of the fair value hierarchy. The Group’s policy is
to recognise transfers into and transfers out of fair value hierarchy
levels as of the date of the event or change in circumstances that
caused the transfer. There were no transfer between level 1, 2 and 3
during the year.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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16

INVESTMENT PROPERTIES (Continued)

Valuation processes of the Group

The Group’s investment properties were valued at 31 March 2016
and 2015 by independent professionally qualified valuer who hold a
recognised relevant professional qualification and have recent
experience in the locations and segments of the investment
properties valued. For all investment properties, their current use
equates to the highest and best use.

The Group’s finance department includes personnel that review the
valuations performed by the independent valuer for financial
reporting purposes. The results are reported directly to the chief
financial officer (“CFQO”) and the audit committee (“*AC”). Discussions
of valuation processes and results are held between the CFO, AC
and the valuer at least one every six months, in line with the Group’s
interim and annual reporting dates. As at 31 March 2016 and 2015,
the fair values of these investment properties have been determined
by Roma Appraisals Limited.

At each financial year end the finance department verifies all major
inputs to the independent valuation report, assess property
valuations movement when compared to prior year valuation reports;
and holds discussion with the independent valuer.

Changes in Level 2 and 3 fair values are analysed at each reporting
date during bi-annual valuation discussions between the CFO, AC
and the valuation team. As part of this discussion, the team presents
a report that explains the reasons for the fair value movements.

Valuation techniques

The valuation of investment properties was determined by using the
sale comparison method approach (Level 2 approach). Sales prices
of comparable properties in close proximity are adjusted for
differences in key attributes such as property size. The most
significant input into this valuation approach is price per square foot.

16 REWX(E)

AEEzHEBRRE
REBZREAMERBLEEABRMGE
BMF 2016 6 K 20154 3 A 31 H#EIT(HE -
EREEMSERERTEEER IS
BERREMEZNERDETH 2R
His - BREMEREMEZARER
REmREERR -

REBE R 2 A B =B (A ERMLE
BmEMETHE - FRSREROMT
rE(MBRED RERZE((BRE
BgDER REAAEEZPHRFE
BRERH MEEE - %@i,\ FHRGE
&L NEARE—R  WwEERF
MR- EA20165F&2015¢3)5131E|
WERENEZ A TVERESHEFTEE
IRARIEERE °

0

REVBFER  WBHZEBILGER
EARMEIBHARE  BEFHERS
HBAR G EREEZEE BB
[EHREN

NRI|MERH - MBAE - %ﬁ*é/@\m,\
1&@%&¥¢*u\21ﬁ@@% D
FE_BME=-FRRVEZEY - EREHE
Eﬁﬁz—%ﬁﬁj : ﬁﬁ%lﬁ%%ii&i* Epa
BRARNTEEHZRRA -

fHER %

KREMEZHEDERBEELBE(E -
HEOR)EE - iEERH (DI EmE)
ZERBBRIOALEME 2 EE - b
BENEZRERBARBREYHIRZE

1 o
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17 SUBSIDIARIES

The following is a list of subsidiaries of the Group:

Principal activities and

17 HEBAF
AT AAREE 2 HEATYIE

Particulars of issued

Percentage of interest

Name Place of incorporation place of operation share capital held
L] EaliEAve: ik IREBREELY BREITRAHE FRERBDN
2016 2015
20164 2015%
Directly owned:
BEEEE:
HKF Overseas Limited British Virgin Islands Investment holding in 10,000 ordinary shares of
Hong Kong US$1 each 100% 100%
EERUHS REBREAR 10,000f%
B 1%L ERR
Indirectly owned:
A
Asia Ford Investment Hong Kong Property investment 10,000 ordinary shares
Limited holding in Hong Kong 100% 100%
ReREBRATF 0 REBMEREAR 10,000iR & &k
Charterfame Investment Hong Kong Property investment 10,000 ordinary shares
Limited holding in Hong Kong 100% 100%
BEREERAT BB RERNERAER 10,000 & @Ak
Hong Kong Finance Hong Kong Money lending business of 100,000,000 ordinary shares
Company Limited providing property mortgage
loans in Hong Kong 100% 100%
BEEEMBERAA BE REBRENE 100,000,000 B & &
RIBEF I MEER
Max Art Limited Hong Kong Inactive 10,000 ordinary shares 100% 100%
HERRRT £ TEex 10,000/ & &k
Oriental Credit (Hong Kong) Hong Kong Inactive 10,000 ordinary shares
Limited 100% 100%
ROEEHBBERAR BB EmER 10,000 B % @Ak

1 06 Hong Kong Finance Group Limited
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18 FINANCIAL INSTRUMENTS BY CATEGORY 18 ZERIE| oz T A
As at 31 March
M3HA31H
2016 2015
2016 F 20154
HK$'000 HK$'000
FHET FAT
Assets per consolidated statement of FEMBERRRE
financial position FIREE
Loans and receivables BRI WRGRIE
Loans receivable FElER 674,056 522,186
Interest receivables FEUCR S, 15,197 10,650
Deposits and other receivables =@ R E A e WFRIE 150 168
Cash and cash equivalents HeMREEEY 20,791 22,776
Total =G 710,194 555,780
Available-for-sale financial asset A HESREE
Available-for-sale investment AfHERE 625 -
Liabilities per consolidated statement of GZ&BBHRRRARAMS
financial position
Other financial liabilities at amortised cost  JE# K ATIBE EthE B EaE
Trade and other payables B 5 &k E b eI FRIE 4,896 2,831
Amount due to a fellow subsidiary N —RHRRMMB A FRIEA 88,951 39,231
Bank and other borrowings RIT R EABER 179,251 129,616
Bonds &% 111,451 87,912
Total = 384,549 259,590

BERGFEREERAF
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19 LOANS RECEIVABLE 19 EWRER
As at 31 March
M3H31H
2016 2015
2016 F 20154
HK$'000 HK$'000
FAT FAT
Loans receivable W E R 676,589 522,186
Less: Provision for individual impairment B R E K ERIRE
assessment of loans receivable SR B (1,791) -
Provision for collective impairment TLEWE R RE
assessment of loans receivable ST L B (742) -
Loans receivable, net of provision JEWE K - Mk EEER 674,056 522,186
Less: non-current portion W IERENE (97,527) (56,607)
Current portion mENE D 576,529 465,579
The Group’s loans receivable, which arise from the money lending REBERKEFREREBIREYELRS
business of providing property mortgage loans in Hong Kong, are BERZMESER - WA TEE -
denominated in Hong Kong dollars.
Loans receivable are secured by collaterals provided by customers, EWER AR PR 2 IEIFRIERER
bear interest and are repayable with fixed terms agreed with the FFERERERPETE 2 EEHARAEE -
customers.
Movements on the Group’s individual impairment of loans receivable AEERKERERREZSENT

are as follows:

Year ended 31 March
HE3A3IHILFE

2016 2015

2016 2015

HK$'000 HK$'000

T FHT

At beginning of the year REA]) = -
Provision for individual impairment of EWEZER R EVE L B

loans receivable 1,791 -

At end of the year REL 1,791 =

1 08 Hong Kong Finance Group Limited
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19

LOANS RECEIVABLE (Continued)

As at 31 March 2016, additional collective impairment of loans
receivable of HK$742,000 (2015: Nil) was made. The Group
performs collective impairment assessment of loans receivable by
grouping together all its receivables with similar credit risk
characteristics and by applying a historical impairment rate, taking
the average of the most recent 3 financial years of the percentage of
impairment loss recognised in the consolidated statement of
comprehensive income to the total loans and interest receivables as
at the respective year end dates.

Movements on the Group’s collective impairment of loans receivable
are as follows:

19

BWER(E)

M2016F3 A31H - EEHEUEFREEIN
BRI E 742,000 70 (20154 : #&) o &K
SEBERGEHMBEERBREEENUZ
FE U R TB & FE RSB R E R (B A &3 3 A
HMHREEARGAEEZERARER ZRE
BEREEEFEEEREREFEAES
Dbz FEETE) HEREFETEE
SRERTE ©

AEERKERBEREZZSHINT

Year ended 31 March
HEIASIALFE

2016 2015

2016 4F 20154

HK$’000 HK$'000

FAT FAT

At beginning of the year REH - _
Provision for collective impairment of PIEWE SRR EEL S

loans receivable 742 _

At end of the year REFLR 742 -

A maturity profile of the loans receivable as at the end of the
reporting periods, based on the maturity date, net of provision, is as
follows:

RIFJHE - BREFHORRERRN RS
HIR 2B HERMAT -

As at 31 March

M3A31H
2016 2015
2016 4F 20154
HK$'000 HK$’000
T FAT
Current BNEA 576,529 465,579
2-5 years 2FELF 73,479 39,690
Over 5 years 5 LA 24,048 16,917
674,056 522,186
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20 INTEREST RECEIVABLES 20 EWFRIE
As at 31 March
M3H31H
2016 2015
2016 4F 20154
HK$'000 HK$'000
T FHET
Interest receivables JFEUR B, 15,197 10,650
The Group’s interest receivables, which arise from the money RNEFERFNERKREAREBIREYEIZB
lending business of providing property mortgage loans in Hong BERZEZER  WABTTEHE -
Kong, are denominated in Hong Kong dollars.
Interest receivables are secured by collaterals provided by ERF B UAEFPIREZEERIEAEE
customers and repayable with fixed terms agreed with the NBRBERFEZT 2 BT HRAERE -
customers.
21 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 21 FE{FIE - k& R HMEWEIE

110

As at 31 March

M3A31H
2016 2015
2016 4 20154
HK$'000 HK$'000
T FH&T
Prepayments TEfFFOR 837 830
Deposits e 146 168
Others Hi 4 _
987 998

The Group’s deposits and other receivables are denominated in
Hong Kong dollar.

All deposits and other receivables are neither past due nor impaired.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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22

REPOSSESSED ASSET 22 WEEE
During the year ended 31 March 2016, the Group obtained an asset HEC016FEIAZIHILFE  AEEFE B
by taking possession of the collateral held as security. The nature e EER R RERNEE - T
and carrying value of this asset held as at 31 March 2016 are BEMR2016FE3 A31 B2 HE REREER
summarised as follows: M
As at 31 March
M3A31H
2016 2015
2016 4 20154
Note HK$'000 HK$’000
B s FHET FET
Repossessed property IqERyES
— commercial property — EEME 5741 -
Less: Provision for impairment B ORERE 7 (435) -
5,306 =

Repossessed asset comprised a property in respect of which the
Group had acquired access or control (e.g. through court
proceedings or voluntary actions by the property concerned) for
release in full or in part of the obligations of the borrower.

The estimated market value of the repossessed asset held by the
Group as at 31 March 2016, net of legal and other expenses, was
HK$5,306,000. Accordingly, a provision for impairment of
HK$435,000 was recognised as at 31 March 2016 to reflect the net
realisable value of the property.

WElEERE AR A KEEBKEF
(BB LEEREFIEBEBNEZAITR)
BRI ERA R BRI EEZDE -

AEBER2016F 3 A31 HATH &KW B & E
HETWENBREEREMAX) B
5,306,000/ 7T o & 1tk + #2016 3 A 31
A #2018 8 15 435,00078 7T LA B4
ECUBEFEE-

BERGFEREERAF
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23 CASH AND CASH EQUIVALENTS

24

112

23

RERREEEY

As at 31 March

M3 A31H
2016 2015
20164 2015 4F
HK$'000 HK$'000
FHET FAT
Cash at bank RITHE 20,791 22,776

The cash and cash equivalents are denominated in Hong Kong

dollars.

SHARE CAPITAL

24

RekBReEFEMABTIHE

[N

Number of shares

Share capital

[abar-4= fig A
2016 2015 2016 2015
2016 4 20154 2016 & 20154
'000 shares  '000 shares HK$'000 HK$'000
T T FHET FAET
Ordinary shares of SREE.01E T
HK$0.01 each ZEBER
Authorised: EE
At beginning and RETREFL
end of the year 10,000,000 10,000,000 10,000 10,000
Issued and fully paid: SRTRHZ:
At beginning and REFRELL
end of the year 415,000 415,000 4,150 4,150

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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25 SHARE OPTIONS

25 BRE

On 1 April 2016, 21,350,000 share options were granted to eligible
directors and selected employees. These share options have an
exercise price of HK$0.89 with a vesting period of 0-2 years. These
share options are exercisable until 31 March 2020.

During the year ended 31 March 2015, no share options were
granted.

Options are conditional on the employee completing 0-2 years of
service (the vesting period). The options are exercisable starting one
year and two years from the grant date. The group has no legal or
constructive obligation to repurchase or settle the options in cash.

R2016F4A1H  EMAEREERE
TE & B % H 21,350,000 17 BE AL 4 - 32 5B
REZITHEER089E T BEBHAOE2
F o ZEBRMEAITHEE2020F3A31H ©

HZE2015F3A31HIEFE  ERTLE
AR HE -

BREAFEETKOZ 2FRE (FEH)
BRI PIMEE - BAER B A HER —
FRMFTE - ARBEUEEELMETER
EURE OB A EEAGE -

Movements in share options are as follows: B EEE T
2016 2015
2016 4F 20154
Number of Number of
shares shares
abard= ’iHEE
'000 shares '000 shares
Fig Fi
At beginning of year REA] = -
Granted [ gun] 21,350 -
Lapsed B (1,750) =
19,600 -

The weighted average fair value of options granted during the period
determined using the binomial valuation model was HK$0.17 per
option. The significant inputs into the model were closing share price
of HK$0.84 at the date of grant, exercise price shown above,
volatility of 39%, dividend yield of 5.4%, an expected option life of
five years, and an annual risk-free interest rate of 1.03%. The
volatility measured at the standard deviation of expected share price
returns is based on statistical analysis of daily share closing prices
of the Company over past period preceding the grant date.

HRE L ERE S MEFHRFEFER =
BAAEERET ASHERE17ETT -
ZEAZEBHAHBEARNFEBH R
U084 T « EXFIRITHEME » K
1E39% * fx B FK54% - TBHIEREFR R
F K B G R R 1.03% © IRTEHRE R
HIZERRERTEZEBHERFELA
HANBAHEAR TR KTEZH
BT ©

BERGFEREERAF
2016 53k
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26

27

114

RESERVES 26 f#fE
The amount of the Group’s reserve and the movements therein for NREEBRANERTEZFBREEH ST
the current and prior years are presented in the consolidated 2R AGEMERERECI B2 EAaEZE
statement of changes in equity on page 61 of this consolidated BEK o
financial statements.
The Group’s capital reserve represents the excess of the nominal NEE 7 AR EERANA TR AT
value of the shares of the subsidiaries acquired pursuant to the BESHAREZHBATIKRM ZEERL
Reorganisation prior to the listing of the Company’s shares, over the NANTEBEITABE Fl iR 2 R EE 2
nominal value of the Company’s share issued in exchange therefor. BEE o
TRADE AND OTHER PAYABLES 27 BESRHMEMKE
As at 31 March
M3HA31H
2016 2015
2016 4F 20154
HK$'000 HK$’000
FHET FAET
Rental deposits received PWHEESRE 598 232
Interest payable on bonds BEH 2 ERHE 1,357 762
Other payables and accrued charges EAth A SRIE R FERT IS 3,589 2,542
5,544 3,536

The Group’s trade and other payables are denominated in Hong
Kong dollars.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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28 BANK AND OTHER BORROWINGS 28 ﬁﬁ(ﬁ);zﬁi\{mﬁg%(

Bank and other borrowings are analysed as follows:

RITREMERDNAT

As at 31 March

MR3HA31H
2016 2015
2016 4F 2015
HK$'000 HK$'000
FHBxT FHET
Bank loans RITER 141,565 115,616
Bank overdrafts RITHEX 23,686
Other borrowings EAbfE R 14,000 14,000
Total bank and other borrowings RITRH M RAERE 179,251 129,616

The weighted average effective interest rate on bank loans and bank
overdraft for the year ended 31 March 2016 was 3.2% (2015: 2.8%)
per annum and repayable within one year.

The other borrowings of HK$14,000,000 (2015: HK$14,000,000) are
unsecured, bear interest at rates ranging from 6.5% to 8.0% (2015:
7.0%) per annum and repayable within one year.

At 31 March 2016 and 2015, all bank borrowings are denominated
in Hong Kong dollars.

As at 31 March 2016, the bank loans and overdraft utilised by the
Group amounted to HK$165,251,000 (2015: HK$115,616,000) were
secured by the following:

(i) investment properties held by the Group amounting to

HK$76,860,000 (2015: HK$76,860,000) (Note 16);

(i) land and buildings held by the Group with net book value of
HK$59,286,000 (2015: HK$60,777,000) (Note 15); and

(i)  corporate guarantee of the Company.

HZE2016F3A31BIEFE  RITEFK
BITBEIZNEFHERFFNEE3.2%
(20154 : 2.8%) " HR—FANEE -

£%114,000,00078 7T (20154F : 14,000,000
BIT) SR AEER  REMENT
6.5% £ 8.0% (20154 : 7.0%) 5 B AR
—FNEE -

R 2016 4F K 20153 A31H » FT AR 1T
BFRIASTTRHE ©

R2016F3 A31H ' AEBEFER 2FET
B3 NiE & 5165,251,0007 7T (2015 £
115,616,000 7T) * LA T3 R IBIEHA

() AEERFBZREMESEA
76,860,000 (20154 :
76,860,000/ 7T) (ML 16) :

(i) AEEHEZIHMREFEmMFEES
59,286,000 7t (2015%F :
60,777,000 7C) (B2 15) + &

(i)  ANRBZBERELR -
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29

116

BONDS

29 &%

As at 31 March

MR3HA31H
Group and Company

EE SN
2016 2015
2016 2015
HK$'000 HK$’000
FHBxT FHET
Unsecured bonds mERES 111,451 87,912

During the year ended 31 March 2016, the Company issued Bond |
and Bond Il (in aggregate, the “Bonds”) with an aggregate amount
of HK$23,000,000 (2015: HK$61,000,000) and Nil (2015:
HK$37,000,000), before placing commission, respectively, to several
independent third parties with coupon rates of 6.0% (2015: 6.0%)
and 4.5% (2015: 4.5%) per annum, respectively, repayable in 7
years from the respective issue dates. Bond Il carries an option by
the bondholder to redeem three years after the issuance.

The aggregate carrying amounts of the Bonds are HK$111,451,000
(2015: HK$87,912,000) as at 31 March 2016, which approximate
their fair values. The carrying amounts of the Bonds are denominated
in Hong Kong dollars.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016

HE2016F3A31HIEFEE AR AR
ETBUE = RTHSBENRESH
% A1) 9 Bl A23,000,000% 7T (20154 :
61,000,000 7T) X Z (20154 : 37,000,000
B 2BE—REHFZ(GREIES]) o
BB A= B R 6.0% (2015 4F : 6.0%) &
45% (20156 : 45%) * HATBEZEITH
HRE7FANEERE - BEF B TESFHBBA
EERERE TR -FED -

MR2016F3A3IH EHFZEEEAH
111,451,000 7T (2015 4F : 87,912,000
oT)  BEAFEES - BF2REBENE
JLEME ©
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30 DEFERRED INCOME TAX 30 EEATBH
Deferred income tax assets and liabilities are offset when there is a EEAEREIBITE DB IBEEER
legally enforceable right to offset current tax assets against current ENHFBaE G RN BELERSHY
tax liabilities and when the deferred income taxes relate to the same KE—TAESH#ER - B RERESHRE
fiscal authority. EHaELREHE -
The analysis of deferred tax assets and liabilities is as follows: EEMBEBEERBEZ OO -

As at 31 March

R3A31H
2016 2015
2016 F 2015 4F
HK$'000 HK$'000
FHET FET
Deferred tax assets: BEERIBEE
— To be recovered within 12 months — B 1218 A Rk e (87) =
Deferred tax liabilities: BEERIBEE
— To be recovered after more than — BRBiBE 1218 A g UK E
12 months 3,980 4,208
Deferred tax liabilities, net EXETIR B EFE 3,893 4,208
The gross movement on the deferred income tax account is as IRICFTSTHER B 2 BB E BT ¢
follows:
As at 31 March
R3A31H
2016 2015
2016 4F 20154
HK$'000 HK$'000
T FHET
At beginning of the year REA] 4,208 4,055
Recognised in the consolidated RERE 2 EWRA RN R
statement of comprehensive income (315) 153
At end of the year RER 3,893 4,208
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30 DEFERRED INCOME TAX (Continued) 30 EERBH(E)
The movement in deferred income tax assets and liabilities during EEMEGHEERBEREENZEH (K
the year, without taking into consideration the offsetting of balances EER BB ERBRAZ &4EE) @
within the same tax jurisdiction, is as follows: T

Provisions for

Decelerated collective
tax impairment of
depreciation loans receivable Total
JEURE SRS
RTIEHT & ERE #Et
HK$'000 HK$'000 HK$’000
FHT FHET FHET
Deferred tax assets EEHREEE
At 1 April 2014 20144818 - - -
Credited to the consolidated FFAFAEZHBARA
statement of comprehensive
income - - -
At 31 March 2015 R201563 A31H S = -
Credited to the consolidated FFALZEEZEBARA
statement of comprehensive
income = (122) (122)
At 31 March 2016 201643 A31H = (122) (122)
Accelerated tax
depreciation
IRBIIEHTE
HK$’000
FAT
At 1 April 2014 R2014%4 8108 4,055
Charged to the consolidated statement of RiFE 2 EB AR AR
comprehensive income 153
At 31 March 2015 M2015F 3 A31H 4,208
Credited to the consolidated statement of FFAZEEEBRARA
comprehensive income (193)
At 31 March 2016 M20164F3 A31H 4,105
As at 31 March 2016, the Group did not recognise deferred tax 201643 H31H + gt & & & 139,000
assets of HK$23,000 (2015: HK$110,000) in respect of tax losses 7t (20154F : 667,000/% T ) 2 A &R HA 4%
amounting to HK$139,000 (2015: HK$667,000) that can be carried BRI RERTMA Z BIBEEm S -
forward indefinitely against future taxable income. No deferred tax AEEIW AR MER 2 IELEFRIEEE A 23,000
assets had been recognised in respect of these losses, as it was 7 7T (20154 : 110,000/ 7T ) » I KR 5t %
uncertain whether sufficient taxable profits would be available to EEERAERCHIEEE  BRETETE
allow utilisation of the carried forward tax losses. JERBUET T RABADAHEHIAEIE -

1 1 8 Hong Kong Finance Group Limited
ANNUAL REPORT 2016



NOTES TO THE FINANCIAL STATEMENTS

BTSRRI ot

31

COMMITMENTS

Operating lease commitments — Group as lessor

The Group leases out its investment properties to independent third
parties under non-cancellable operating lease agreements. The
lease term ranges from 1 to 2 years, and the lease agreements are
renewable at the end of the lease period at market rate.

The future aggregate minimum lease receipts under non-cancellable
operating leases in respect of the investment properties are as
follows:

31

EiE

REHERE — AEEEAEEA
AEERBEIIHE  KEHERZSE
REMERETFBYE=7 - HEHR A1
22 HEBRURERERFKIZTS
B -

REBEREWMRZ TAIBELEHD - BK
ZARRKERSAENT

As at 31 March

M3A31H
2016 2015
20164 2015
HK$'000 HK$’000
FAT T
Not later than 1 year 16K 2,059 611
Within 2-5 years 2E5FNA 404 166
2,463 777

The Company did not have any significant commitments at 31 March
2016 (2015: Nil).

H2016F3 A31H » ARRTETMEK
EHE (20154 « £E) -

BERGFEREERAF
2016 53k
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32

120

RELATED PARTY TRANSACTIONS

Related parties are those parties that have the ability to control the
other party or exercise significant influence in making financial and
operating decisions. Parties are also considered to be related if they
are subject to common control or common significant influence.

The following is a summary of the significant transactions carried out
between the Group and its related parties in the ordinary course of
business during the years ended 31 March 2016 and 2015, and
balances arising from related party transactions as at 31 March 2016
and 2015.

(a) Significant related party transactions
Saved as disclosed elsewhere in this report, the following
significant transactions were undertaken by the Group with
related parties.

32 BEBAXRS

BB TR N ER S —TRAHE T
LB R EERRITEERTENZ AL
EHAREHRERERZE Z AL THG
RERH -

AR i A 5 () £ EL BR B 5 B = 2016 4F
N2015F3A31 HILFEERAFEERKBE
METZEARS - ARR 2016 F & 2015
FIANBBE IR SR -

(a) EXBBMLXRS
BRARE Lt E o PR EN - A%
B HEEBEETETZIERARZWT

Year ended 31 March
HEIAZTHILFE

2016 2015
20164 20154F
HK$'000 HK$'000
FHET FAT
Interest expense paid to a NF—MERZRE
fellow subsidiary oy PNG]]
— Tin Ching Industrial Company — RBEEERAR
Limited (“Tin Ching Industrial”) ([RBEEDZ2FBERZ 4,416 3,219

Interest expense on an amount due to a fellow subsidiary was
charged at effective interest rate of 6.5% (2015: 7.0%) per

annum.

Hong Kong Finance Group Limited
ANNUAL REPORT 2016

EAEMN—ERRAWBARFKEZF
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32 RELATED PARTY TRANSACTIONS (Continued)
(b) Amount due to a fellow subsidiary

()

Tin Ching Industrial, a fellow subsidiary, provided the Group with
a loan facility with a limit of HK$150,000,000 (2015:
HK$80,000,000), of which the Group utilised an amount of
HK$88,951,000 (2015: HK$39,231,000) as at 31 March 2016.

The amount was unsecured, interest bearing at effective interest
rate of 6.5% (2015: 7.0%) per annum on the outstanding amount,
and repayable on demand. The carrying amount of the amount
due to a fellow subsidiary is denominated in Hong Kong dollars.

Key management compensation

32

BEARS (&)

(b) EN—ERERMBITKIE
—HRRMNB AR REEERNAEE
REEFRFE - R E A 150,000,000
7 70 (20154 : 80,000,000/ 7T ) °
N &£ B R20166E3A31H B &
A H 788,951,000/ Jt(2015% :
39,231,000/ 7T) °

FZRIBAEER  REERIZERF
FIFE6.5% (20154 : 7.0%) 7T 8 * &
BIRERERE - BN —HEREHBA
AIFUEZ BEEENASITEHE

(c) EEEEEHM

Year ended 31 March
HZEIAZTHIFE

2016 2015

2016 4F 20154

HK$'000 HK$'000

FHT FAT

Salaries and bonus e MIesr 7,591 7,392

Share option expense BB AR M =2 1,842 -

Other benefits H i1z 840 840
Pension costs RIRE AR

— defined contribution plans — REMZKTE 108 105

10,381 8,337
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33 STATEMENT OF FINANCIAL POSITION OF THE COMPANY

(a) Statement of financial position

33 AR TEBEARRE
(a) BBMRRE

As at 31 March

R3A31H
2016 2015
2016 F 20154
HK$'000 HK$'000
AT FHET
ASSETS BE
Non-current assets kREBEE
Investments in subsidiaries WBARZIRE 484,562 472,436
Total non-current assets FREEELRE 484,562 472,436
Current assets REEE
Tax recoverable AU Bl R IR 140 -
Cash and cash equivalents BEE&RIREEEBY 76 65
Total current assets REBEERE 216 65
Total assets BEEMAE 484,778 472,501
EQUITY E
Equity attributable to the owners of AARERBA
the Company LR
Share capital [N 4,150 4,150
Reserves & 367,785 362,710
Total equity R 371,935 374,745
LIABILITIES &1f&
Current liabilities RBAE
Trade and other payables B 5 I B Ath T 5018 1,392 762
Other borrowing E g = 8,000
Tax payable FERBEE = 1,082
Total current liabilities REBBERARE 1,392 9,844
Non-current liabilities ERBER
Bonds &5 111,451 87,192
Total non-current liabilities FFBaERE 111,451 87,192
Total liabilities BEHAE 112,843 97,756
Total equity and liabilities EERBEAE 484,778 472,501
Net current (liabilities)/assets e (BE) EEFE (1,176) (9,779)
Total assets less current liabilities BEAERABAR 483,386 462,657

Hong Kong Finance Group Limited
ANNUAL REPORT 2016
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33 STATEMENT OF FINANCIAL POSITION OF THE COMPANY 33 Zx/A FlBA iS4k R % (4)

(Continued)
(b) Reserve movement of the company

(b) ZRRAHEEB

(Accumulated
Share-based losses)/
Share Capital payment retained
premium reserve reserve earnings Total
AR &
£y (25E8)/
RIVAE BRGE TREAE RERH @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET FHET FEL FERT
Balance at 1 April 2014 R2014F4 1Bz &8 103,665 260,829 - (347) 364,147
Total comprehensive income F£E2E WAL
for the year - - - 25,123 25,123
Transactions with owners ~ EBHEEAZRS
Dividends relating to 2014 BRI2014F 2R E = = = (18,675) (18,675)
Balance at 31 March 2015 R2015F3 A 31 A2 &H 103,665 260,829 - 6,101 370,595
Representing %
Reserves & 103,665 252,944 = 6,101 362,710
Proposed final dividend BEABRE - 7,885 - - 7,885
Balance at 31 March 2015 R2015F3 A 31 Az &H 103,665 260,829 - 6,101 370,595
Balance at 1 April 2015 R2015F4 A1 B2 &8 103,665 260,829 - 6,101 370,595
Total comprehensive income FE2HE WA L%
for the year = = = 10,183 10,183
Transactions with owners ~ BEEEAZX S
Employee share option EEHRETE
scheme:
— Value of employee —EERKER
services - - 2,777 - 2,777
Dividends relating to 2015 BB2015F2lE = = = (7,885) (7,885)
Dividends relating to 2016 BEB2016F 2B = = = (7,885) (7,885)
Balance at 31 March 2016 R2016F3 A 31 A2 &H 103,665 260,829 2,777 3,291 367,785
Representing i
Reserves i 103,665 254,189 2,777 3,291 361,145
Proposed final dividend BERERE - 6,640 = = 6,640
Balance at 31 March 2016 R2016F3 A 31 A2 &8 103,655 260,829 2,777 3,291 367,785

BERGFEREERAF
2016 53k
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33 STATEMENT OF FINANCIAL POSITION OF THE COMPANY 33 7 /A B B4R R & (4)

(Continued)

(b) Reserve movement of the company (Continued) (b) ADTEEESE(E)
The Company’s capital reserve represents the excess of the ARABZBRAEEENA ARG £
fair value of the net assets of the subsidiaries acquired by the TR  AATRIREBEELAKE 2 HEA
Company pursuant to the Reorganisation prior to the listing of FEEFE AFEBEARNTET
the Company’s share, over the nominal value of the Company’s PAREY _Eah g > EE 2 858 -

share issued in exchange therefor.

Under Companies Law of the Cayman Islands, a company BERESEEATE  AFURETF
may make distributions to its shareholders out of the capital ERTARAERBOERBERS
reserves in certain circumstances. K o

1 24 Hong Kong Finance Group Limited
ANNUAL REPORT 2016



SCHEDULE OF INVESTMENT PROPERTIES

XEYES| &

As at 31 March 2016 1220163 A 31 H

Property
LIES

Use

k=S

Remaining
lease terms

BT

Percentage of
interest attributable to
our Company
RARELEEEE DL

1. Unit No. 2 on 7th Floor
Sunray Industrial Centre
No. 610 Cha Kwo Ling Road
Kowloon

BE

RREEEOE105%
ARIRHAD
7TEB2E

2. Office 5 on 34th Floor
Tower Two
Lippo Centre
No. 89 Queensway
Hong Kong
o
BB
NEH DL
'
BUBEEPAE

3.  Flat E on 10/F of
Block 3 (Orchid Court)
New Town Plaza (Phase Ill)
Nos. 2-8 Sha Tin Centre Street
Shatin
New Territories
R
W H
DHIEE2-85%
T ES (F=H)
3R (EHR)
101E=E

4. Unit No. 6A on 25th Floor
Tower Two
Lippo Centre
No. 89 Queensway
Hong Kong
B
TEBE 89
B
)
251 6AE

Godown

=y

Office

WAZ

Residential

T

Office
WRE

Medium term
A

Medium term

R

Medium term
R

Medium term

H H

100%

100%

100%

100%

BERGFEREERAF
2016 53k
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FIVE-YEAR FINANCIAL SUMMARY

TFHHHME

RESULTS E
2016 2015 2014 2013 2012
2016 4 20154 2014 4F 20134 20124
HK$000 HK$000 HK$000 HK$000  HK$000
THIT FHETT FHET T FHETT
Revenue Wz 111,273 99,267 81,209 66,420 57,166
Profit and total comprehensive  ZNA BB A B
income for the year attributable  E/E &% &
to owners of the Company ZHEWABEE 48,061 52,876 40,532 35,814 33,822
ASSETS AND LIABILITIES ¥XERE&®
2016 2015 2014 2013 2012
2016 4 20154 2014 4F 20134 20124
HK$000 HK$000 HK$000 HK$000  HK$000
THEIT FHETT FHET FHEIT FHETT
Total assets BERRR 854,569 696,873 621,061 463,370 429,248
Total liabilities BERR 391,600 268,972 227,361 217,997 250,699
Total equity U Fay k] 462,969 427,901 393,700 245,373 178,549

126
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GLOSSARY

In this annual report, unless or otherwise further expressed, the
following expressions have the following meanings:

“Board”
=34

“CG Code”
[{EER~FA

“Company” or “our Company”
NG E ARSNGB

“Controlling Shareholder(s)”
[ERRER ]

“Director(s)”

[E= ]

“Group”’ E‘our Group,7, “We”, 13
or “usii

S NS A

our

“HK$”
[&xl

“HKICPA”
BB AE]

“HKMA”
€&/

“HK Finance”

[E&FEE]

“Hong Kong”
(&%

WAERR - BXBRARE - THIARA
BT

the board of Directors

Exg

“Corporate Governance Code” and “Corporate Governance Report”
contained in Appendix 14 to the Listing Rules
AR RIS TP 2 KR EE VAR R(EEBRRE)

Hong Kong Finance Group Limited, a company incorporated in the Cayman
Islands with limited liability, the Shares of which are listed on the Main Board
of the Stock Exchange

EEEESEERAF  —HRRASHSEMK I 2 ERAE - HRG MR
FREIR £

has the meaning ascribed to it under the Listing Rules
B FiRBIAE TRE

the director(s) of the Company

ARRIER

the Company and its subsidiaries
RRE R EE R A]

Hong Kong Dollars, the lawful currency of Hong Kong
BEREEEHET

Hong Kong Institute of Certified Public Accountants

VRN

Hong Kong Monetary Authority
EETHERER

Hong Kong Finance Company Limited, a company incorporated in Hong
Kong with limited liability with a money lenders licence registered under MLO,
which is an indirect wholly-owned subsidiary of the Company
BEEEVBERAR  —MREEEIMRL2BERAR - FHABRBEREAK
Pl MEARR - TAAARBE2EWNE QA

the Hong Kong Special Administrative Region of the People’s Republic of China
hEARAMBEEBLFRITTEHR

BEREEEEARLF
2016 F 3k
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GLOSSARY

“Listing Date”
[EmBEH]

“Listing Rules”
[EmRA

“MLO”
[ B fE A A

“Model Code”

[R%<p A

“SFO”
[ & 25 REE B

“Share Option Scheme”

(BB
“Share(s)”
:8vil

“Shareholder(s)”
R

“Stock Exchange”
[ B 3 P

“Tin Ching Holdings”
[R@BER]

“Tin Ching Industrial”
[RBREE]

128
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2 October 2013, being the first date when the Shares were listed on the Main
Board of the Stock Exchange
2013510 A 2B » BRI RB R PrERE R L2 B E

the Rules Governing the Listing of Securities on the Stock Exchange
B priE s LR Al

the Money Lenders Ordinance (Chapter 163 of the Laws of Hong Kong)
EBEEHE 163 ZHEAEH)

“Model Code for Securities Transactions by Directors of Listed Issuers” as set
out in Appendix 10 to the Listing Rules
FHRAMSE T2 EMBITAESETESFIHNEETAD

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BEEGIE 71 B EFLBARGRH)

A share option scheme adopted pursuant to a written resolution of the then
sole shareholder of our Company on 4 September 2013
2013469 A4 BIRBEAR R B E R —RE 2 EERBE RN < B ET 2

ordinary share(s) of HK$0.01 each in the share capital of the Company
RATRAFEREMEOC.01H T2 BB

the holder(s) of Share(s)
DA A

The Stock Exchange of Hong Kong Limited
BEBMERIMARANR

Tin Ching Holdings Limited, a company incorporated in the British Virgin
Islands, owned as to 50% by each of Mr. Chan Koung Nam and Mr. Chan
Kwong Yin William, and a Controlling Shareholder of our Company
REBZERBRAR  —RRNEBRELHSEMAILZ AR - AR EEERER
KRB EHEE 0% e - WAARR AR ZERRR

Tin Ching Industrial Company Limited, a company incorporated in Hong
Kong and owed as to 100% interest by Tin Ching Holdings
RRpBEARRAT  —MHRBEAFMK L2 AT - ARSKIERES 100%
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