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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

ERR 75 A& R R B ARS

_a

pwec

TO THE BOARD OF DIRECTORS OF
HONG KONG FINANCE GROUP LIMITED
(Incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 6 to 29, which comprises the interim
condensed consolidated statement of financial position
of Hong Kong Finance Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) as at 30
September 2016 and the related interim condensed
consolidated statements of comprehensive income,
changes in equity and cash flows for the six-month
period then ended, and a summary of significant
accounting policies and other explanatory notes. The
directors of the Company are responsible for the
preparation and presentation of this interim financial
information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our
responsibility is to express a conclusion on this interim
financial information based on our review and to report
our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of
this report.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

R 5 A R B AR S

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial
information is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 November 2016
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

RHEIRGRRAR S E E AR

For the six months ended 30 September 2016 &%= 201649 A 30 H L /X @ A

Six months ended

30 September
#HZE=9A30A LA
2016 2015
20164 20154F
HK$'000 HK$'000
FET FHET

Note (Unaudited) (Unaudited)
Mz CREER) CREER)

Revenue e 4,5 50,124 55,386
Other income EApUA 5 3,887 950
Administrative expenses THAX 6 (14,583) (16,381)
Operating profit e RF 39,428 39,955
Finance costs BhE B AR 7 (10,651) (8,289)
Profit before income tax R BT 1S B A E F 28,777 31,666
Income tax expense SR 8 (4,417) (5,583)
Profit and total comprehensive Z<2 T]# A A FE{L

income for the period HERANREZE

attributable to owners of PN -t

the Company 24,360 26,083
Earnings per share for profit AT #EA AW

attributable to owners of BRAZERER

the Company

— Basic (HK cents) — BEARCGEMW) 9@ 5.87 6.29

— Diluted (HK cents) —EEOEW)  9b) 5.87 6.24
Dividends =N 10 6,640 7,885

6 Hong Kong Finance Group Limited / INTERIM REPORT 2016



INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

 EIRS AR AR & B ISR

As at 30 September 2016 722016 49 A 30 H

As at As at
30 September 31 March
2016 2016
R 2016 F R 2016 F
9H30H 3A31H
HK$'000 HK$'000
FHET FHIT
Note (Unaudited) (Audited)
BaE (REER) (&%)
ASSETS BE
Non-current assets *RBEE
Property, plant and equipment ME - BEMEK 59,446 60,660
Investment properties Tﬁiﬁ ES 79,600 76,860
Available-for-sales investment HEERE 625 625
Loans receivable FE LISZT 5K 11 57,250 97,527
Deferred income tax assets ELEEREE 87 87
Total non-current assets FRBEEMAE 197,008 235,759
Current assets hRBEE
Loans receivable EWE R 11 580,536 576,529
Interest receivables U FI B 12 15,426 15,197
Prepayments, deposits and BAFE Rk
other receivables HAh U 8 1,009 987
Repossessed assets EREYES 13 8,603 5,306
Cash and cash equivalents HeRREEEY 21,811 20,791
Total current assets TBEELE 627,385 618,810
Total assets BEEAE 824,393 854,569
EQUITY &
Equity attributable to the EAREEA
owners of the Company LR
Share capital &N 4,150 4,150
Reserves 4 476,840 458,819
Total equity RSB 480,990 462,969

FEHEEEEERAT / PHERE 2016
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR AR & AR

As at 30 September 2016 7201649 A 30 H
As at As at
30 September 31 March
2016 2016
R 2016 F R 2016 F
9H30H 3A31H
HK$'000 HK$'000
FHET FHIT
Note (Unaudited) (Audited)
BaE (REER) (&%)
LIABILITIES af
Current liabilities REAE
Trade and other payables B S REMERNRIE 4,575 5,544
Amount due to a fellow e —F ﬁ ?
subsidiary lENGIE e 17(b) 62,005 88,951
Tax payable EEWRI,E 4,739 2,423
Bank and other borrowings SRITREAMER 14 148,815 179,251
Dividends payable FEFTRR B 6,640 -
Total current liabilities REBAELE 226,774 276,169
Non-current liabilities *RBHEE
Bonds &% 15 112,627 111,451
Deferred income tax liabilities EEEHEaRE 4,002 3,980
Total non-current liabilities FRBEBERE 116,629 115,431
Total liabilities BEEE 343,403 391,600
Total equity and liabilities EEREEHAE 824,393 854,569
Net current assets REEETE 400,611 342,641
Total assets less current EEABRRD
liabilities afE 597,619 578,400
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

o~ HE N/ gy
FHIS R E R EE R
For the six months ended 30 September 2016 &%= 201649 A 30 H L /XA A

Attributable to owners of the Company (Unaudited)

ADNFREEAES (REER)
Share
Share Share Capital options Retained
capital premium reserve reserve earnings Total
BA RPEE BAGE  BRERE RERF @zt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL FET FHT FET FEL

Balance at 1 April 2016 R2016F4 518
ZE8 4,150 103,665 100,020 2,777 252,357 462,969

Total comprehensive income #Z201659 430 A
for the period ended LHEz2ERA
30 September 2016 Ft ] - - - - 24,360 24,360

Transactions with owners ~ EEBAZXS
Employee share option scheme: 1§ 8 B s+ E) :

— Value of employee services  — B2 R EE - - - 301 - 301
Dividends relating to the HHEZ2016F
year ended 31 March 2016 3A3IALFEEZRE - - - - (6,640) (6,640)
Balance at 30 September 2016 742016 59 5 30 A 2 %&£ 4,150 103,665 100,020 3,078 270,077 480,990
Balance at 1 April 2015 R2015F 4 418 2 &8 4,150 103,665 100,020 - 220,066 427,901
Total comprehensive income ~ #Z 201569430 A
for the period ended IEHEz2EBA
30 September 2015 8% - - - - 26,083 26,083
Transactions with owners HEBEAZRS
Share options granted B L R AR
during the period - - - 1,511 - 1,511
Share options lapsed EBRRRERE
during the period - - - 32) 32 -
Dividends relating to the HREEZ2015F
year ended 31 March 2015 3ASTALEE RS - - - - (7,885) (7,885)
Balance at 30 September 2015 /2201549 30 H 7 4 4,150 103,665 100,020 1,479 238,296 447,610

EREESEEERALT / RERE 2016 9



INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

2
FHIRAGR S IR MER
For the six months ended 30 September 2016 &%= 201649 A 30 H L /X @ A

Six months ended

30 September
HZEQHG0HIEAMEA
2016 2015
2016 4F 20154F
HK$'000 HK$'000
T FHT

(Unaudited) (Unaudited)
(CREEFEZ) (REEEZ)

Cash flows from operating activities RE XK ERESRE

Cash generated from/(used in) RS,
operating activities (FrA)ES 43,031 (62,965)
Interest paid BEAFE (9,475) (8,289)
Hong Kong profits tax paid BERBEEFEH (2,080) (1,854)
Net cash generated from/(used in) RS (FrA)
operating activities ReFHE 31,476 (73,108)
Cash flows from investing activities REEXKFEHEERE
Purchase of available-for-sale BEAHEERE
investment - (625)
Purchase of property, plant and BEME  BEL
equipment B (20) (39)
Net cash used in investing activities 1% & %7 Fr AR & %48 (20) (664)
Cash flows from financing activites BEXKFAEHEERE
Repayment of bank and other BEBITREMER
borrowings (42,515) (36,503)
Proceeds from new bank and other 18817 & HAth £ 3%
borrowings FriS508 12,079 68,953
Proceeds from issuance of bonds BITE %ﬁﬁﬁ?f\ = 21,240
Net cash (used in)/generated from  GL& %5 (FTR) B8
financing activities He ¥ (30,436) 53,690
Net increase/(decrease) in cash ﬁﬁ&ﬁﬁ%ﬁ%
and cash equivalents i, GRd) 3 1,020 (20,082)
Cash and cash equivalents at FYIzBE R
beginning of the year BEEEBEY 20,791 22,776
Cash and cash equivalents HAZEER
at end of the period HEEEY 21,811 2,694
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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 interim condensed consolidated financial
statements of the Company are presented in thousands
of Hong Kong dollars (“HK$’000”), unless otherwise
stated. These interim condensed consolidated financial
statements were approved by the board of directors of
the Company (the “Board”) for issue on 29 November
2016.

These interim condensed consolidated financial
statements have been reviewed, not audited.

BASIS OF PREPARATION

The interim condensed consolidated financial statements
of the Company for the six months ended 30 September
2016 have been prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 “Interim financial
reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). The interim condensed
consolidated financial statements should be read in
conjunction with the 2016 annual report of the Company,
which have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”).

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG ARAR & B IS IR R B A

3. APPLICATION OF NEW AND REVISED 3. EREHFIRKETEEEH

HONG KONG FINANCIAL REPORTING BIREAER
STANDARDS
Except from described below, the accounting policies BTXFrittEIN  FrERZ €5
applied are consistent with those of the annual financial BEEE E2016 43 A31H 1
statements for the year ended 31 March 2016, as FEZEEVERRMEREES
described in those annual financial statements. BB (NZEFEEUTERRT
i) o
(@) New and amended standards adopted (@) XTEBHEHZ2HITIR
by the Group BASETER]
The following new or amended standards have AEEPR20165F4 A1 H
been adopted by the Group for the first time for s\ BB HEES
the financial year beginning on or after 1 April IRERAR AT R AT SR 1E 7T
2016: HER
HKFRSs (@amendment) Annual improvements to HKFRSs 2012-2014 cycle
BEMEREEL (BFTA) B EHRELER 2012 FE 2014 FHE 2 FEoE

HKFRS 10, HKFRS 12 and HKAS 28  Investment entities: applying the consolidation exception
(2011) (amendment)

BEMBREEIE 105 - BREEE  EREEZUIIMER
BEMBRELEFE 125K
BEGEERE 2857 (2011 5F)

CCHES)
HKFRS 11 (amendment) Accounting for acquisitions of interests in joint operations
BAEMBRERAENF(ETER) WESELLRER G5 ERIE
HKFRS 14 Regulatory deferral accounts
BEMBREEAE 145 EERLERP
HKAS 1 (@amendment) Disclosure initiative
ARG ERE 15 UEFTA) BT E
HKAS 16 and HKAS 38 (amendment) Acceptable methods of depreciation and amortization
BEREGTEAE 165K TERBHZTEZ TR

BEGTERIE 385 (BETA)
HKAS 16 and HKAS 41 (amendment) Agriculture: Bearer plants

BAREHERE 16K RE ETLREY

BAGIERIE 4158 (BFTA)
HKAS 27 (2011) (amendment) Equity method in separate financial statements
FRGRHERIE 2757 (2011 4F) BB A 2 R

CHRS
The application of the above new or revised A HAEA RS pE AR Ll 5
HKFRSs in the current interim period has had no ETS B ET 2 BB IR
material effect on the amounts reported in the EYERIE A HRE RS A
interim financial information and/or disclosures set KAT2®me Lo E
out in the interim financial information. B SR T E IR B E

B2 488
-7 K

12 Hong Kong Finance Group Limited / INTERIM REPORT 2016



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

3. APPLICATION OF NEW AND REVISED 3. EREHFIRKETEEEH

HONG KONG FINANCIAL REPORTING BREER (8)

STANDARDS (Continued)

(b)  The following new standards and amendments to (b)  LATHEETERIRAEANSET
standards have been issued, but are not effective KEHEMH - BR2016F 4
for the financial year beginning 1 April 2016 and A1BREZHHEEH
have not been early adopted: REM - INEAR AR -
HKFRS 2 (amendment) Classification and measurement of share-based

payment transactions @

ERMBHRERRE 25 (BFTA) AEHXARSG2ABRAE®

HKFRS 9 (2014) Financial instruments @

ERMBHMEEREIR(2014F) ST AR

HKFRS 10 and HKAS 28 Sale or contribution of assets between an investor and

(amendment) its associates or joint venture @
BEAUBREENE 105 R REEREBENAE R B EELEIEEY
BAGFTERFE 285 (BFTA)

HKFRS 15 Revenue from contracts with customers @

BB BRELERIE 155 BEPAKWE?

HKFRS 16 Leases ©

BB G HMELERIE 165 HE©

HKAS 7 (@amendment) Statement of cash flows — disclosure initiative

BEAGFTERFE TR (BFTA) RemeEk — BBEHHRO

HKAS 12 (amendment) Recognition of deferred tax assets for unrealised losses

BEAGFTERFE 1258 (BFTA) MARFRBIERERETHRED

i Effective for the Group for annual period beginning on 0 RAEE2017F3A1H
1 March 2017. Fith 2 FE HM AR -

@ Effective for the Group for annual period beginning on ® RAEME2018F3A1H
1 March 2018. Fith 2 FE HM AR -

©  Effective for the Group for annual period beginning on O RAEME201943A1H
1 March 2019. Fith 2 FE HM AR -

@ Effective date to be determined. W EBAEARE

The Group has commenced an assessment of NEBEERRTHEZEN

the impact of these new, amended and revised A1 KUERT AR

standards and amendments to standards but is REANSTTAZ B -

not yet in a position to state whether they would BRSNS U -

have significant impact on its results of operations HHEEEBE R BRI

and financial position. EREATE -

EREESEEERALT / RERE 2016 13



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

- HARG R

14

P& SRR

SEGMENT INFORMATION

During the six months ended 30 September 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 six months ended 30 September 2016 and
2015.

Hong Kong Finance Group Limited / INTERIM REPORT 2016
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

5. REVENUE AND OTHER INCOME 5. WHEREAMEKA
Revenue represents the interest income earned from the WA EEBREMERBER
money lending business of providing property mortgage ZIUEEBFTRELZ R BUA o
loans in Hong Kong. Revenue and other income AR PR 2 Woes B H A U A
recognised during the period are as follows: U

Six months ended 30 September

HE9AS0HIEAEA
2016 2015
2016 4F 20154F
HK$'000 HK$’000
FAT FAT
(Unaudited) (Unaudited)

(CRigEZ) (Rig=ER)

Revenue Weas
Interest income B U A 50,124 55,386
Other income HAbug A
Fair value gains on revaluation BEREMEZ
of investment properties N ERE 2,740 -
Rental income AeMA 1,147 950

3,887 950

EREEEEBRAR/ hHRE2016 15



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG ARAR & B IS IR R B A

ADMINISTRATIVE EXPENSES

6. {THRX

Six months ended 30 September

HZE9AB0RHIENMEA
2016 2015
2016 F 20154
HK$'000 HK$’'000
FAT FAT
(Unaudited) (Unaudited)
(RE=ER) (REEER)
Employee benefit expenses EEEAMAZ
(including directors’ (BIFEEMS)
emoluments) 5,431 5,386
Advertising and marketing BEREHAX
expenses 2,865 3,127
Depreciation of property, W - BE &R
plant and equipment BITE 1,235 1,497
Share options expenses PR 301 1,511
Provision for individual BEKEFERRE
impairment assessment of ST e B R
loans receivable 933 699
Provision for collective PRI B R R R(E
impairment assessment of BRE(EE L
loans receivable 640 -
Reversal of provision of 1315 PR U B SR R
individual impairment B RS B
assessment of loans
receivables (883) -
Provision for impairment of LU EIE EREE
repossessed asset B 65 -
Other expenses HhfAx 3,996 4,161
14,583 16,381

Hong Kong Finance Group Limited / INTERIM REPORT 2016



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

o~ =+
F HARGERAR & B TS ek M ot
7. FINANCE COSTS 7. BERE
Six months ended 30 September
BZEIAB0HLLSER
2016 2015
2016 4F 20154
HK$'000 HK$’'000
FAT FA&T
(Unaudited) (Unaudited)
(CREEEZ) (REEER)
Interest on secured bank borrowings R 5F A2 H(EE 2
wholly repayable within 5 years BHEMBITEARFE 3,508 1,787
Interest on bank overdrafts RITESFE 183 110
Interest on amount due to a fellow &<t —FRR RK B A 7
subsidiary IR B 2,053 1,744
Interest and other expenses on BEHZHMEREAMFAS
bonds 4,538 4,218
Interest on other borrowings H b8 A B 369 430
10,651 8,289
8. INCOME TAX EXPENSE 8. FRriEFip X
Hong Kong profits tax has been provided for at the rate HZE2016F9A30HIEEA -

of 16.5% (2015: 16.5%) on the estimated assessable
profits during the six months ended 30 September 2016.

B IR 4 5T R B & Fl 2 16.5%
(20154F : 16.5%) S EB A H
FTIR B

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

N B AR S 2 EBA RN
ZFISTREHIE -

Six months ended 30 September

HE9AS0HIEAEA
2016 2015
2016 4F 20154
HK$'000 HK$’'000
T FA&T
(Unaudited) (Unaudited)
(REER) (REEER)
Hong Kong profits tax FEENISH
— Current year —KEE 4,372 5,563
— Under provision in prior years —BEFEREBETR 142 60
Deferred income tax EIEFTIS T (97) (40)
4,417 5,583

EREESEEERALT / RERE 2016
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG ARAR & B IS IR R B A

9. EARNINGS PER SHARE 9. BRAER
(a) Basic earnings per share (@) BREAXZEF

Basic earnings per share is calculated by dividing BRERNEBFZEHERFR
the profit attributable to owners of the Company BERREEE AELE
of HK$24,360,000 (2015: HK$26,083,000) by the F] 24,360,000 7T (2015
weighted average number of 415,000,000 (2015: £ 126,083,000 7T ) K
415,000,000) ordinary shares in issue during the LA # Z20164F9 A30H
six months ended 30 September 2016. IERNEAERTEERZ
N ¥ F ¥9 $1415,000,000
f% (20154 : 415,000,000

f%) o

Six months ended 30 September

HE9AS0HIEAEA
2016 2015
2016 4F 20154F
(Unaudited) (Unaudited)

(CREEER) (REEEZ)

Profit attributable to owners of 7N T B A FE(S % F

the Company (HK$'000) (F#7T) 24,360 26,083
Weighted average number of  BtEt EERERE R 2

ordinary shares in issue for BETTER S

basic earnings per share ('000)  HNiETFH9E(FAR) 415,000 415,000
Basic earnings per share BREXRF

(HK cents) CEMW) 5.87 6.29
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

9. EARNINGS PER SHARE (Continued)

(b)

Diluted earnings per share

Diluted earnings per share for the six months
ended 30 September 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 period) 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.

9. BREF/

(b)

EREERR

#H 20169 H30A It
NERZBREERF
BB BE REE S
HEELTER  RAREY
REATL B Z INETFH
it E - RIRER T A
A FEITZ R BARDQA
Ww—RETREREC Y
Ak - ptEEREMS - R
RATE AR R IE AT
2B R E SRR FT
BRIBRERATED
RENGRFHEYMEE
E)AIRE BT ZRME
B AARUSRERTZ
IR EE - BB EAT
REFITZROBE - &
R E GRS R R T
AERD 2 LRk g
T o

Six months ended 30 September

HZE9AS0AIEAEA
2016 2015
2016 4F 20154
(Unaudited) (Unaudited)
(CREEER) (RIEEZ)
Profit attributable to owners of AN & A A FEE % F)
the Company (HK$'000) (F%ET) 24,360 26,083
Weight average number of ETESRE SR
ordinary shares in issue for BETLBER
diluted earnings per share ('000)  HNHETEY9 & (FA&) 415,000 417,839
Diluted earnings per share BREERT
(HK cents) G 5.87 6.24
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG ARAR & B IS IR R B A

10.

20

EARNINGS PER SHARE (Continued) 9.
(b) Diluted earnings per share (Continued)

The calculation of diluted earnings per share for

the six months ended 30 September 2016 does

not assume the exercise of the Company’s share

options as the exercise prices of the outstanding

share options were higher than the market price

of the shares of the Company during the period.

DIVIDENDS 10.

At the date of this report, the Board declared an interim
dividend of HK1.6 cents (2015: HK1.9 cents) per share.
The interim dividends amounting to HK$6,640,000 have
not been recognised as a liability for the six months
ended 30 September 2016. It will be recognised in
shareholders’ equity for the year ending 31 March 2017.

A final dividend of HK1.6 cents per share relating to the
year ended 31 March 2016, amounting to HK$6,640,000,
was declared and approved in September 2016 and paid
in October 2016.
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BREF(

(b) EREBRF(
A E £20164F9 A30
B 76 A AR T AR
B2 TEBRRARRR
HHE - Bt EH8R
RS BN R I AR R R
AR ) R AR T -

2/

RE

NARERE  EFGEFTIRF
HARR B ZAR1.678L(20154F : 1.9
AL o 1 HAR% 26,640,000 7T
R R A E £20164 9 A30
HiENEAZ&E - HiFHEZE
2017E3ABIHILEEFERER
P RER

HZE2016F3A3BILFEZ
KEREEM1.681L - BEA
6,640,000 7T © T 201649
RSk &AL - R 2016 10
AIRAS ©



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

11. LOANS RECEIVABLE 11. BRER
As at As at
30 September 31 March
2016 2016
2016 6 #2016 FF
9H30H 3H31H
HK$'000 HK$'000
FHT FHT
(Unaudited) (Audited)
(CREEER) (&%)
Loans receivable EWE 641,009 676,589
Less: Provision for individual o FLEME FE B RE
impairment assessment of FHEEL B
loans receivable (1,841) (1,791)
Provision for collective MIERE R ERIE
impairment assessment of FHEEL B
loans receivable (1,382) (742)
Loans receivable, net of provision  FEUE X - R EEE 637,786 674,056
Less: non-current portion & IEmBER D (57,250) (97,527)
Current portion TRENEBD 580,536 576,529
The Group’s loans receivable, which arise from the AEEREREFREREBIRM
money lending business of providing property mortgage MERBERZWEER LA
loans in Hong Kong, are denominated in Hong Kong A ITEHE ©
dollars.
Loans receivable are secured by collaterals provided by N E R AR PR M 2 K R E
customers, bear interest and are repayable with fixed B RV REREFRRE
terms agreed with the Group'’s customers. EEZEFEHRAESR -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1 BARSBRAR & M S R M aE
11.  LOANS RECEIVABLE (Continued)

22

As at 30 September 2016, additional collective
impairment of loans receivable of HK$640,000 (2015:
HK$742,000) 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
periods 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.

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

EA2016$9H30 H - BEHE
Uy B R RE SN2 B8 R (B 640,000 7
JL(20154F 1 742,000/ T ) ° A<
SEBEBERAEMBREERBR
ROl EURERIE - SWERABT
REXREEREFCGETEERE
B - BARMERRASAIHE
BB AR S 2 E AR FTRE
RREBEBEREFEB 2 EK
BERkASBEE L2 FHE
ATE

RBIHA - ERERNREH
RZEBBERMT -

follows:
As at As at
30 September 31 March
2016 2016
20164 #2016 FF
9H30H 3A31H
HK$'000 HK$’000
FHET FET
(Unaudited) (Audited)
(REER) (fs&=)
Current BIER 580,536 576,529
2-5 years 2E54 17,901 73,479
Over 5 years 5F LA E 39,349 24,048
637,786 674,056
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

12. INTEREST RECEIVABLES 12. EWFIR
As at As at
30 September 31 March
2016 2016
20164 20164
9H30H 3A31H
HK$'000 HK$’'000
FHAT FHET
(Unaudited) (Audited)
(REER) (&%)
Interest receivables eI B 15,426 15,197
The Group’s interest receivables, which arise from the ANEEZ EWFBIREANREFIR
money lending business of providing property mortgage MY ERBERZREER - I
loans in Hong Kong, are denominated in Hong Kong LAASTTETME ©
dollars.
Interest receivables are secured by collaterals provided FEWRF BAT PRt 2 I Sk
by customers and repayable with fixed terms agreed with AR TREREBRTEFET
the Group’s customers. The maximum exposure to credit ZETFEHRAER - NERER
risk at each of the reporting dates is the carrying value of HFERZEAEERR  RE
the receivables mentioned above. SRt FE UK IE 2 BREE ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1 BARSBRAR & M S R M aE
13. REPOSSESSED ASSETS 13.

24

During the six months ended 30 September 2016, the
Group obtained assets by taking possession of the
collaterals held as securities. The nature and carrying
value of these assets held as at 30 September 2016 are
summarised as follows:

WEEE
HZE2016F9 30 /NER -
7R EE B UK B FF R AR R 2 4K 4
MEREE - IHZZIEER
2016 9A30R 2 Y kEM
BT -

As at As at

30 September 31 March

2016 2016

20164 20164

9H30H 3H31H

HK$’ 000 HK$’'000

FAT FHET

(Unaudited) (Audited)

(RIEEZ) (fs&E%)

Repossessed properties lqEkzES

— commercial properties — EEME 9,108 5,741
Less: Provision of impairment & : (A& & (500) (435)
8,603 5,306

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

The estimated market value of the repossessed assets
held by the Group as at 30 September 2016, net of legal
and other expenses, was HK$8,603,000. Accordingly, an
additional provision for impairment of HK$65,000 was
recognised as at 30 September 2016 to reflect the net
realisable value of the properties.
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WEEESBEAIHAREGRBR
2 ) (033 B A RERR 7 Sk AR R )
EZBETR)ABBRERAZ
MO BEEZDE -

ALEER2016F9 A30H AT #
e & EGFmEGIRER R
Hh R %) A8,603,000 T ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

14. BANK AND OTHER BORROWINGS 14, RITREMMERK
Bank and other borrowings are analysed as follows: BITREAMERDITET
As at As at
30 September 31 March
2016 2016
201646 #2016 4F
9H30H 3A31H
HK$’000 HK$’000
T FAT
(Unaudited) (Audited)
(CRIEEEZ) (EEZ)
Bank loans RITER 133,196 141,565
Bank overdrafts RITHEL 13,619 23,686
Other borrowings Hib g 2,000 14,000
Total bank and other borrowings RITRH & R Aa%E 148,815 179,251
The weighted average effective interest rate on bank HZE2016F9 A30H L/ fEA -
loans and bank overdrafts during the six months ended WITERRBRITESZ 2 NETH
30 September 2016 was 3.3% (31 March 2016: 3.2%) BEBREFRA3.3% (2016 3 A
per annum. 31H :3.2%) °
The other borrowings of HK$2,000,000 (31 March 2016: £ #02,000,0007% 7T (2016 £ 3 A
HK$14,000,000) are unsecured, bear interest at rate of 31 H : 14,000,000/ 7T ) Z E
7.0% (31 March 2016: from 6.5% to 8.0%) per annum BERRBEET - RFENET7.0%
and repayable within one year. (201643 HA31H : A6.5%=

8.0%) s B RBE—FNEE -

At 30 September 2016 and 31 March 2016, all bank #2016 9 A 30 H %2016 4F 3 A
borrowings are denominated in Hong Kong dollars. 318 FTAERITERTAB T
18 -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1 BRG BR AR & B S R M e

14.

15.

26

BANK AND OTHER BORROWINGS
(Continued)

As at 30 September 2016, the bank loans and overdrafts
utilised by the Group amounted to HK$146,815,000 (31
March 2016: HK$165,251,000) were secured by the
following:

(i) investment properties held by the Group
amounting to HK$79,600,000 (31 March 2016:
HK$76,860,000);

(ii) land and buildings held by the Group with net
book value of HK$58,539,000 (31 March 2016:
HK$59,285,000); and

(iii) corporate guarantee of the Company.

BONDS

During the six months period ended 30 September 2016,
the Company has balances of Bond | and Bond Il (in
aggregate, the “Bonds”) with an aggregate amount of
HK$84,000,000 and HK$37,000,000 (31 March 2016:
HK$84,000,000 and HK$37,000,000), before placing
commission, respectively, with coupon rates at 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 Bond Il three years after the date of issuance.

The aggregate carrying amounts of the Bonds are
HK$112,627,000 as at 30 September 2016 (31 March
2016: HK$111,451,000), which approximate to their fair
values. The fair values are determined using the expected
future payments discounted at effective interest rates
prevailing at the period end date and are within level 3 of
the fair value hierarchy. The carrying amounts of the
Group’s bonds are denominated in Hong Kong dollars.

14.

15.
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RITREMER(E)

MR2016F9A30H " & &£
EFEAZRTERREX
£146,815,0007 7T (2016 £ 3 A
318 :165,251,000/87C) * AT
5| S EEEAR

0] AEBRBRBZEER
79,600,000 7% 7T (2016 £
3 A31H : 76,860,000
T0) ZIREYE

(i AEEHBZE@FEA
58,539,000 7T (2016 F
3A31H :59,285,000%
TO)Z T RAEF ¢ &

(iii RAR 2 REER -

B

H Z=2016 %9 A30H 1L/~ 1E A
HE - AR RER &S E IR
il & 8 € A1) o 51 & 84,000,000
7 7T} 37,000,0007% 7T (2016
3A31H :84,000000% 7T &
37,000,000 70 ) 2 fEH — k&
H= (R [EH ) & - AlfE
52 EEFE L XD P AE6.0%
(20154 : 6.0%) K 4.5% (2015
F:45%) BARSHZETA
M7 FNEE - BHF BT
BEHFHAARERETRETE S
B=FEEEHF = -

2016 9A30R ' E4H 2 &
® & & # A5112,627,000/ 7T
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

16. COMMITMENTS 16. HiE
Operating lease commitments — Group as REHEERE — 25BFER
lessor HAEA
The Group leases out its investment properties to REERB A BEz&EHE
independent third parties under non-cancellable operating BB EREMELHE T B LS
lease agreements. The lease terms ranges from 1 to 2 =Z=hoHEMRAIZ2F M
years, and the lease agreements are renewable at the B r R AEA R IRTSHE
end of the lease period at market rate. SHEET -
The future aggregate minimum lease receipts under non- RBREWME 2 N REEE &
cancellable operating leases in respect of the investment #) 0 Wz KRR SIRE S L
properties are as follows: N
Six months
ended Year ended
30 September 31 March
2016 2016

HZE20164F HZE20164F
9A30H Ik 3A31 81t

7~ 18 A FE
HK$'000 HK$'000
FHET FET
(Unaudited) (Audited)
(REER) (@&
Within 1 year 1R 1,171 2,059
Within 2-5 years 2E5FN 44 404
1,215 2,463
The Company did not have any significant commitments MR2016F9A30H + AR &l I
as at 30 September 2016 (31 March 2016: Nil). B AT o] 8 K & ¥ (2016 63 A
318 : &) -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ARG ARAR & B IS IR R B A

17.

28

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 six months
ended 30 September 2016 and 2015, and balances
arising from related party transactions as at 30
September 2016 and 31 March 2016.

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

17.

BEAT RS

BB T IR A B AR A S — T A
R 2B R EEREITHE
BEAREBNZAT - REAREH
AHAFAEAHEZALHHERR
BRI -

TN ST A A R B R I DT O
Z20164F 2015659 A30H IE
ANEAHBEEBERBBETE
TZERRZS - AR 201659
HB0H K2016%3A31H Z [
IR PR -

(@) EXBBALIXS
B SR & H A B 0 PR EE
O REE IR M
TZERZSHMT »

Six months ended 30 September

BZEIAB0HLLSER

2016 2015

2016 F 20154

HK$’000 HK$'000

FAIT FAT

(Unaudited) (Unaudited)

(REER) (REgEER)
Interest expenses paidto 7 — &R XK E A E]

a fellow subsidiary

— Tin Ching Industrial — RBBEEARAA
Company Limited ([R&EEXDZ

(“Tin Ching Industrial”) Bz 2,053 1,744

Interest expenses on an amount due to a fellow
subsidiary was charged at effective interest rate of
6.5% (2015: 6.5%) per annum.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

I EARS ARAR & B SRR B A

N =R

17. RELATED PARTY TRANSACTIONS 17. BEERZ (&)
(Continued)
(b) Amount due to a fellow subsidiary b) EN—HBERKED

Tin Ching Industrial, a fellow subsidiary, provided
the Group with a loan facility with a limit of
HK$150,000,000 (31 March 2016:
HK$150,000,000), of which the Group utilised an
amount of HK$62,005,000 as at 30 September
2016 (31 March 2016: HK$88,951,000).

The amount was unsecured, interest bearing at
weighted average effective interest rate of 6.5%
(31 March 2016: 6.5%) 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.

AIFIE
*Faﬁﬁ?ﬁ‘f%’_\ﬂ%aaa%
¥RAEERHEER

& Mi%ﬁ%%15&ooopoo
7 t(20164 3 A31H -
150,000,000/ 7T) + A%
B %2016 9A308 2
&) = 71 62,005,000 8 7T
(2016 4F 3 A31H :
88,951,000/ 7T) °

FZREREERR KBRS
IR METFHERFR X
6.5% (2016 F3 A31H :
6.5%) &8 - RILENKIE
B EN—HREMBA
BB Z BREE B TTAT
(=
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MANAGEMENT DISCUSSION AND ANALYSIS

ERE TR RS

BUSINESS REVIEW

Since the establishment of our Group for about 20 years,
we have been principally engaged in the money lending
business of providing property mortgage loans in Hong
Kong under the Money Lenders Ordinance (Chapter 163
of the Laws of Hong Kong). During the six months ended
30 September 2016 (the “interim period 2016”), we
focused on our property mortgage loans business under
our well-known and highly recognised brand name
“Hong Kong Finance”.

During the interim period 2016, the property market in
Hong Kong has experienced a rebound both in property
price and transaction volume, and turned active and
energetic again. However, having considered the
unstable global economy, anticipated rising interest rate
in The United States of America, and keen and
competitive mortgage loan market in Hong Kong, we
believe that the property market nowadays in Hong Kong
is highly unpredictable and challenging that a prudent
and cautious approach for conducting our mortgage
loan business is necessary and essential.

£ qC)

REBERIEST20F - HMETE
RBEEFEEEDF163ECRE A K
PIIMNEFERERHUMERIBER
Z B E 7% - B 2201699 A30
B1ENEA ([2016F 4 HAAART ) -
BRARB RARLZ [BBE
B mEai  EInmEREE

R2016Fh IR - BEERE R
REZRERTT - FEMETAEBE
B o AT AREREAETR - 1
KBS XEAEMAD  MLEEE
RIBER S HFHR BARA
REOBBMETBE AT BB
BEE - R BRPIARBREETR
BEREBDHEHEE -
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MANAGEMENT DISCUSSION AND ANALYSIS

B E A S AT

To minimise the potential credit and default risks in our
mortgage loans and interest receivables, we continued
to tighten our credit policy when granting mortgage loans
to our customers and to re-balance and adjust our
mortgage loan portfolio by providing more first-mortgage
loan products to our high net worth customers with
sound quality and credit history. Although the above
prudent measures improved the overall quality of our
mortgage loan portfolio, they would unavoidably affected
our financial performance during the interim period 2016.
Our interest income recorded its first decrease since the
listing of our Company, by 9.6% from HK$55.4 million
for the six months ended 30 September 2015 (the
“interim period 2015”) to HK$50.1 million for the interim
period 2016. Our net interest margin also pressurised to
12.2% as compared to 15.5% for the interim period
2015. Under our prudent approach for our mortgage
loan business, our mortgage loans receivable reduced to
HK$637.8 million (net of provision) as at 30 September
2016, as compared to HK$674.1 million as at 31 March
2016, also experiencing its first decrease since the listing
of our Company in 2013.

We consider that although the recent property market in
Hong Kong is rebounding and seems to show the
promising growth in terms of property price and
transaction volume, the anticipated rise of interest rate,
the volatile global economy and the new measure from
the Hong Kong Government to increase the stamp duty
on sales and purchase of properties have led us to be
more cautious when managing our mortgage loan
business. We consider the above periodical prudent
measures are necessary during the time of unstable and
uncertain economic environment and these measures
would produce a more solid and healthy position in our
mortgage loan business which would compensate the
impact on our net interest income and mortgage loan
portfolio.

AEsEREEKZBERLIEZ
BECERERAR REFEH
ZIBERE  ZAMEEKZEER
R VBEBAREEREELHER
HrmPERRFRE—ZRERE
o RENEFHE R FEE T IRE
BREA - BT LMBEBES IR
BEFEAEBEEEMNRE
2@ ¥ 2016 4 Hi HI RS 2 B 7%
REBKEE - FEBABERRAT
FHUREEHERE AEE
201549 A30H 1L 75 @ A (T2015
SR HIEART |) 2 55,400,000 7 TR
10.6%E20164F & H H M 2
50,100,000 7T  F B Z X -
20154 fF B AR 2 15.5% 5 &
12.2% - HREMEIZIBERER
FHMEEEE BRIZBERH
201643 31 B 2 674,100,000 %
TR 4 E201649A30H
637,800,000 7T (F K 12 ) -
T2 B AR A R20134F £ A K
BIRERIS IR o

BPRA BELHREBDEDR
R3E - BEMKREY 2RI
AW BEHEXSEMRAR
2B EIA R E B BT B
EiEASEEME LR Bt
BMERRBEFEBRHERE
B o HARAEMRR L ERE
EREERE AR R T AR T
BUE  MZSHEASHRMET
RIBEREBE AR AWEY
FNBWATIBESEA ZHE -
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MANAGEMENT DISCUSSION AND ANALYSIS

B A M AT

INDUSTRY REVIEW

Recently, there have been increasing public concerns
that deceptive tactics are being used by fraudsters who
claim themselves to be financial intermediaries for money
lending to induce intending borrowers to engage them
for arranging loans with money lenders and charge very
high fees under different pretexts in the process. To
combat the problem, the Hong Kong Government has
already imposed additional licensing conditions on
money lenders to facilitate effective enforcement of the
statutory ban on separate fee charging by money lenders
and their connected parties, ensure better protection of
privacy of intending borrowers, enhance transparency
and disclosure, and promote the importance of prudent
borrowing. These additional licensing conditions will be
applicable with effect from 1 December 2016.

We consider that unlike other market players in money
lending industry, we do not place substantial reliance on
financial intermediaries to refer mortgage loan business
to our Group. We believe these new additional licensing
conditions in connection with financial intermediaries
created minimal impact on our Group’s mortgage loan
business. Even when financial intermediaries were to be
appointed, we would carefully and cautiously select
these financial intermediaries and we would strictly follow
those requirements under the new additional licensing
conditions so that we could provide reliable and legal
mortgage loan products to our customers. Our Group
will continue to co-operate with the government and
other authorities in order to fight against such illegal
financial intermediaries so as to retain the reputation of
financial institutions and money lenders.

THRERE

EHARBRBIARESBIEE
MEZEB2FBHNA > FIRFER
FEREEERELTREARS
HEREALHER - WRBREFT
VYHBEREESEER - BITE
ERFE - HERA D HREAS
DNFRSME IR IR - A BRI IIT
EPIZEIEREAREBES T D
W BREERENTRILESG
HEERE  ReBREME R
B OUARRETREEZERE - %
SRIMNERIZM S B 2016512 A
1ERRAER -

BARE - HAERBERAE
fF% - HMOLEEEITBHNA
AAREENIZBERET B
BE - ZEFEHEBHIN ABE
ZHIE R R IR AR BIR B E R
X2 BEM - AMEZETBH
A BETEFAERERIEZS
RN - AR EAE TR IE
R IGRIT 2 R E - UERFPIRH
ASERAFERBENRER  A&H
7 A B R BUR S MBI A TR
IEEMBRNA - T 2R
BREBEAZER -
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MANAGEMENT DISCUSSION AND ANALYSIS

BRI RS

FINANCIAL REVIEW

Revenue

Our interest income from money lending business in
providing property mortgage loans in Hong Kong
decreased by HK$5.3 million or 9.6% from HK$55.4
million for the interim period 2015 to HK$50.1 million for
the interim period 2016. Such decrease was primarily
due to the decrease in the interest margin we earned
from our mortgage loan portfolio during the interim
period 2016.

Administrative expenses

We incurred administrative expenses of HK$14.6 million
for the interim period 2016 (2015: HK$16.4 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. Overall
the decrease of our administrative expenses by 11.0%
was mainly because of no further share options granted
during the period which decreased share options
expenses significantly.

Finance costs

We incurred finance costs of HK$10.7 million for the
interim period 2016 (2015: HK$8.3 million), which mainly
comprised interest on interest bearing bank and other
borrowings, amount due to a fellow subsidiary and issue
of bonds. The increase in the finance costs by HK$2.4
million or 28.9% from HK$8.3 million for the interim
period 2015 to HK$10.7 million for the interim period
2016 was mainly attributable to the increase in interest
rates from bank borrowings.
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Net interest margin

The net interest margin of our property mortgage loans
decreased from 15.5% for the interim period 2015 to
12.2% for the interim period 2016. The periodical
prudent measures and increase in our cost of finance,
which we have mentioned above, led to a decrease in
net interest margin accordingly.

Profit and total comprehensive income

As a result of the foregoing, our profit and total
comprehensive income for the interim period 2016 and
2015 attributable to owners of our Company achieved
HK$24.4 million and HK$26.1 million, respectively,
representing a decrease of 6.5%.

LIQUIDITY AND SOURCES OF
FINANCIAL RESOURCES

During the interim period 2016, our Group’s operations
and capital requirements were financed principally
through retained earnings, loans or advances from our
controlling shareholders, Tin Ching Industrial Company
Limited, as well as bank and other borrowings, and the
proceeds from 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 interim period 2016.
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As at 30 September 2016, our cash and cash equivalent
amounted to HK$21.8 million (31 March 2016: HK$20.8
million); amount due to a fellow subsidiary amounted to
HK$62.0 million (31 March 2016: HK$89.0 million);
interest bearing bank and other borrowings amounted to
HK$148.8 million (31 March 2016: HK$179.3 million),
and bonds amounted to HK$112.6 million (31 March
2016: HK$111.5 million).

During the interim period 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 the Company. The
amount due to a fellow subsidiary and the other
borrowings were unsecured, interest bearing at a rate
ranging from 6.5% to 7.0% per annum and with fixed
term 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 of its issuance.

During the interim period 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 30 September 2016, our
unutilised banking facilities and other unutilised facility
available to our Group for drawdown amounted to
HK$25.4 million and HK$88.0 million, respectively.

During the interim period 2016, our bonds were subject
to covenants relating to financial ratio requirements, such
as interest coverage ratio, current ratio and debt to
equity ratio.
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KEY

FINANCIAL RATIOS

The following table sets forth the key financial ratios of
our Group during the interim period 2015 and 2016 and

FEMKLE=R
TREMAERD B R2015F &
20164 F° HR HA fE) DA 2 7R 2016 6 3

as at 31 March 2016 and 30 September 2016  A31H &2016%F9A30B 2 £ &
respectively: BH& L
As at As at
30 September 31 March
2016 2016
R 2016 F R 2016 F
9H30H 3H31H
Current ratio ® MBI & O 2.77 2.24
Gearing ratio @ BEtkxe 0.63 0.78
For the six months ended
30 September
HZ=9HAS0HLEAMEA
2016 2015
2016 4F 20154
Net interest margin ratio © FEELEO 12.2% 15.5%
Return on equity ratio AR B =R @ 10.1% 11.7%
Interest coverage ratio © FEEBEXRO 3.4 times & 4.8 times &%
Notes: B E

U]

36

Current ratio was calculated by dividing current assets by
current liabilities as at the respective period/year-end
date.

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

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

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 interim period 2016.

IMPORTANT EVENTS OCCURRED
AFTER THE SIX MONTHS ENDED OF 30
SEPTEMBER 2016

Our Group did not have any important events affecting
our Company and our subsidiaries since the six months
ended 30 September 2016 and up to the date of this
report.

EMPLOYEES AND REMUNERATION
POLICY

As at 30 September 2016 our Group employed 24 full
time employees. The total staff costs of our Group for
the interim period 2016 were HK$5.4 million (2015:
HK$5.4 million).
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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. No share
option was granted during the interim period 2016. As at
30 September 2016, 19,600,000 share options were still
outstanding which represents approximately 4.7% of the
issued ordinary shares of our Company.

CHARGES ON GROUP ASSETS

As at 30 September 2016, our land and buildings of
HK$58.5 million (31 March 2016: HK$59.3 million) and
our investment properties of HK$79.6 million (31 March
2016: HK$76.9 million) were secured for the Group’s
bank borrowings.

FOREIGN EXCHANGE EXPOSURE

During the interim period 2016, 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 30 September 2016, our Group had no material
contingent liabilities (31 March 2016: Nil).

AEBMIRERE 2B - BE K
RETHMBEL - BREZHFM IR
BIE - PR BARSER
B - RMBFHETRATE - AR
AR ERR AT S - B AR
HAKEELERZREE  UER
WEN, WD AR B RS AK
EEZERHERS N R20164F
fRERERR 0 N B T B R
# - 72201659 A 30 H + 19,600,000
DIBIRRDAITE - HERAAR
BEITLmRA4.7% °

rEBEEERR

M 20164E9 A30 B - {&(& 58,500,000
77T (201643 A 31 B : 59,300,000
P TT) 2 T REF LA K 79,600,000
7 7T(20164E3 A 31 H : 76,900,000
B ZIEMED BIEAEER
ITEERZIEIF o

SINEE R B

20169 B ER - ANEE E 7S
EBLETLAHE c EERALAEE
I AT ERIMNERR o ANE
B EFERATES BT AN H—
MBEBBIRPEEMEINERZ S
MEMEREENBERB K -

FAREE
M2016E9 A30 8 » A% E &
FEKRKFIAEE (20164 3 A 31

B ) -

38 Hong Kong Finance Group Limited / INTERIM REPORT 2016



MANAGEMENT DISCUSSION AND ANALYSIS

B E A S AT

FUTURE DEVELOPMENT AND
PROSPECTS

As discussed above, although the recent property
market in Hong Kong has experienced a rebound in
terms of both the property price and the transaction
volume, the financial hard times and unstable economic
environment continued which have put additional
burdens and hurdles on our mortgage loan business.
The recent increase in stamp duty on property
transactions also created further uncertainty on the
property market. However, being professional and highly
experienced in our mortgage loan business, we believe
the current economic difficulty could give us an
opportunity to consolidate and to expand our mortgage
loan business and portfolio. During the interim period
2016, we have continued to tighten our credit policy
when granting mortgage loan to our customers and we
have continued to re-balance and adjust our mortgage
loan portfolio by providing more first mortgage to our
high net worth customers. We believe these periodical
prudent measures are particularly important and
essential during the unstable and unpredictable
economic hard times. We are also in the progress to
launch a new product line of money lending in order to
capture new market segment and opportunity and to
diversify our overall business and market risks in money
lending business. We shall continue to source different
financial resources to maintain our cost of funding and
net interest margin at a justifiable level. 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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DISCLOSURE OF INTERESTS

Directors’ and chief executive’s interests
and/or short positions in shares and
underlying shares

At 30 September 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

EERE
EERESTHRAERROR
MHERGZEER, KR

MR2016%F9A30H ' & &FF LA
NEREITERABRARR A
EEEE (FERBHFRAERG)
2GR ABBRD T - RIEEFK
HEGEPIEXVEET 8D & &iZ
EFRIB MG AN R LB AT 2
w=REKR IR EEERE
16191 55 352 16 B 50 A 5% 16 P i &5 &
MRk SRR WT

follows:

Interest in the Company (long position) RAQAT R (FR)

Number of Shares and
underlyin}g shares held ('000)
MERAR

%
HEROEAE (TR)

Total
(% of the
Interest in issued share
Shares/ Beneficial a controlled capital of
Name of Directors Equity derivatives owner corporation  the Company
R, REEH (BXAXTIERT
EEpnH BRESTETR BEEBA FEER RAZAEAHL)
Chan Koung Nam ()  Ordinary shares - 300,000 300,000

BRI E TER (Note it (1))
(i)~ Share options 3,000 - 3,000

% (Note P (2))

303,000
(73.01%)
Chan Kwong Yin William ()  Ordinary shares 4,184 300,000 304,184

BRHE TR (Note Fif s (1)
(i) Share options 3,000 - 3,000

FEIRE (Note Hi3E (2))

307,184
(74.02%)
Tse Pui To Share options 2,600 - 2,600
Pl F P (Note it (2) (0.63%)
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Notes:

These shares of the Company are held by Tin Ching
Holdings. Each of 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 Wiliam are deemed to be interested in all the
shares of the Company in which Tin Ching Holdings is
interested or deemed to be interested.

These represent the number of shares which will be
allotted and issued 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 under this section “Share option scheme”
below.

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.
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Substantial shareholders’ interests in shares
and/or short positions in shares and

underlying shares

So far as is known to the Directors, as at 30 September
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:

FERRRRORMEBERSD 2
BROERR, AR

BEERH - R2016F9 /8308 -
UWTALZ(KARIEZERESTH
AN B AN R R &) 2 %17 2k 48 7
B - EEBEESMIER
BIEXVELE2 R EI D B2 X F
AN Bz s &SR A - AR
B H & B E 15R 01 28 336 450 A 7%
WP EMm2 ES R E

Number of Shares and

underlying shares held (’000)

FriE R0 R
HBRO#E (TR)
Total
(% of the
Interest in issued share
Name of substantial Shares/ Beneficial a controlled capital of
shareholders Equity derivatives owner corporation  the Company)
st
TERR B, REZEE (WERRERT
wE/ G REFTETR BHEEEA ZEEE BREAZESHL)
Tin Ching Holdings Ordinary shares 300,000 - 300,000
PNt LiER (72.29%)
Chan Koung Nam ()  Ordinary shares - 300,000 300,000
BRtF &k
(i) Share options 3,000 - 3,000
F P
303,000
(73.01%)
Chan Kwong Yin William ()  Ordinary shares 4,184 300,000 304,184
BRAE &k
(i Share options 3,000 - 3,000
i P
307,184
(70.42%)
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Save as disclosed above, as at 30 September 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.

Share option scheme

The Company adopted a Share Option Scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group.
Details of the scheme are disclosed in the 2016 annual
report of the Company.

Subject to earlier termination by the 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 period, no share option was granted to
eligible participants. As at 30 September 2016,
19,600,000 share options were still outstanding, which
represents approximately 4.7% of the issued ordinary
shares of the Company.
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Details of the share options outstanding under the Share #2016 49 A 30 A B i% & 5+ 2| 15
Option Scheme as at 30 September 2016, are as T REAITEBIE ZFBLOT ¢
follows:

Number of options ('000)
BRELE (T4)
Asat  Exercised Lapsed Asat Exercise price
1 April  during the during 30 September pershare  Exercisable Exercisable
Participant S8% 2016 period  the period 2016 (HK$)  from until
R2016 n20165  SROEE BUATAH BEHUTAHE
4A18 BraE  BREN 95308 (Bn) AR T
Executive Directors #{TEZ
Chan Koung Nam BxE 1,000 - - 1,000 089  1Apr 2015 31 March 2020
2015%4818 202063A318
1,000 - - 1,000 089 1Apr 2016 31 March 2020
20164518 202053A31H
1,000 - - 1,000 089 1 Apr 2017 31 March 2020

2017F4F1H 202083831 H
Chan Kwong Yin BrE

William 1,000 - - 1,000 089  1Apil2015 31 March 2020
2015F4F1H 202083831 A
1,000 - - 1,000 0.89  1Apri2016 31 March 2020
2016F4 818 202038318
1,000 - - 1,000 089 1 Apil2017 31 March 2020
2017F4F1H 2020E3A31H
Tse Pui To HiEE 867 - - 867 0.89  1Apri2015 31 March 2020
2015F4F18 202053A31H
867 - - 867 089  1Apil2016 31 March 2020
2016F4F1H 202053A31H
866 - - 866 0.89 1 Apri2017 31 March 2020
2017F4F18 202053A31H
Continuous BESH
contract &8
employees 3,668 - - 3,668 089  1Apil2015 31 March 2020
201564 F1H 20203831 A
3,668 - - 3,668 0.89  1Apri2016 31 March 2020
2016F4 818 202037318
3,664 - - 3,664 089 1 Apil2017 31 March 2020
2017F4F1H 202083831 H
Total ag 19,600 - - 19,600
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PURCHASE, SALE, OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY
Neither our Company nor any of our subsidiaries
purchased, sold or redeemed any of our Company’s
listed securities during the interim period 2016 and up to
the date of this report.

CORPORATE GOVERNANCE PRACTICES
Our Company has adopted and complied with the code
provisions as set out in the Corporate Governance Code
and Corporate Governance Report contained in
Appendix 14 to the Listing Rules during the interim
period 2016.

CHANGE IN INFORMATION OF DIRECTORS
Upon specific enquiry by the Company and
confirmations from Directors, there is no change in the
information of the Directors required to be disclosed
pursuant to Rule 13.51B of the Listing Rules since the
publication of 2016 annual report of the Company.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS

The Board has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules to
monitor the code of conduct regarding securities
transactions by our Directors. Having made enquiry to all
Directors, they all have confirmed that they have
complied with the required standards as set out in the
Model Code during the period under review.
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REVIEW OF INTERIM RESULTS

The audit committee of the Company (the “Audit
Committee”) comprises three independent non-executive
Directors, namely, Mr. Chan Siu Wing Raymond
(Chairman of Audit Committee), Mr. Chu Yat Pang Terry
and Mr. Cheung Kok Cheong.

The Audit Committee has reviewed the unaudited
condensed consolidated interim financial information and
the interim report of the Company for the interim period
2016 in conjunction with the management of the Group.
In addition, the independent auditor of our Company
have reviewed the unaudited interim results for the
interim period 2016 in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of
Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA.

INTERIM DIVIDENDS

The Board declared the payment of an interim dividend
of HK1.6 cents (2015: HK1.9 cents) per share for the
interim period 2016 and will be payable to the
shareholders of our Company whose names appear on
the register of members of our Company on Monday, 19
December 2016. The declared interim dividend will be
paid on Thursday, 19 January 2017.

CLOSURES OF REGISTER OF MEMBERS
The register of members of our Company will be closed
on Monday, 19 December 2016, during which period no
transfer of shares will be effected. In order to qualify for
the interim dividend declared, all transfers of shares of
our Company, duly accompanied by the relevant share
certificates, must be lodged with the Hong Kong branch
share registrar and transfer office of our Company, Tricor
Investor Services Limited of Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong for registration, no
later than 4:30 p.m. on Friday, 16 December 2016.
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RARHRER - BRXESEE
S NHFEAB A TRE

In this interim report, unless or otherwise further
expressed, the following expressions have the following

meanings:

“Board”
[E=g]

“CG Code”
[EsERA]

“Company” or “our Company”

AR JHAAF]

“Controlling Shareholder(s)”
[ERRR]

“Director(s)”

2%

“Group”, “our Group”,
“we!! “our” or “us”
’

S NEARN - N AN

“HK$"

%]

“HKICPA”
[EBEALE]

“Hong Kong”
(&%

the board of Directors

=g

“Corporate Governance Code” and “Corporate Governance
Report” contained in Appendix 14 to the Listing Rules
R R ST AT E 2 (R EE AT R R(BREE G

=)

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

EEEESEEERAF  —BRASESTMKIZER
NE] - HRD B P ER BT

has the meaning ascribed to it under the Listing Rules
B R AR TRE

the director(s) of our Company

RRREF

the Company and its subsidiaries

RA A REME AR

Hong Kong Dollars, the lawful currency of Hong Kong
BEEEEEEHET

Hong Kong Institute of Certified Public Accountants
EEGHMNE
the Hong Kong Special Administrative Region of the

People’s Republic of China
FEARAMEEBFRITHE

BEREEREARAR/ THHE2016 47



GLOSSARY

==

“Listing Rules”

[Em&RA

“Model Code”
[E%=<pAl]

“SFO”
[ %R AE KA

“Share Option Scheme”

[ MR FERT 8l

“Share(s)”
[R5

“Shareholder(s)”
&

“Stock Exchange”
[ B3P

“Tin Ching Holdings”
[REER]

“Tin Ching Industrial”
[RREX

the Rules Governing the Listing of Securities on the Stock
Exchange
B preg A R Al

“Model Code for Securities Transactions by Directors of
Listed Issuers” as set out in Appendix 10 to the Listing
Rules
ETARAMESTFE 2 EMBETAESETELRR S Z
RAESF A

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)
BAEEDIE 5T E(GEH LB G

A share option scheme adopted pursuant to a written
resolution of the then sole Shareholder of our Company on
4 September 2013
R2013FOA4BIRBARAERE—RR L EIRER
PRin 2 B ekt 8l

ordinary share(s) of HK$0.01 each in the share capital of our
Company
RRABIRAFGREMEO.01E Lz Tk

the holder(s) of Share(s)
[SSUESEEPN

The Stock Exchange of Hong Kong Limited
BEMERXHBRAF

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
RBERERLF) —BREBELHESTMA Lz
A ARKEEERRAEBEEZERS0% R - WRA
NEZ R R

Tin Ching Industrial Company Limited, a company
incorporated in Hong Kong and owed as to 100% interest
by Tin Ching Holdings
REBEXBERAR  —HREETMKLZ AR BARE
ERHEA 100% %
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