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Management Discussion and Analysis
BUSINESS REVIEW
Car rental business

The Company’s management believes that car rental is still
at an early stage in China. During the period under review,
the Company hence continued to venture into the car rental
business which is considered to be always in demand and
has growth potential. With its existing fleet size, It RiEZ /&
FAEAMRE T AT (Beijing Tu An Car Rental Services Limited®)
(“Beijing Tu An”), an indirect wholly-owned subsidiary of
the Company in the People’s Republic of China (“PRC”)
which is principally engaged in car rental services business,
has reached its full utilization. Beijing Tu An is enhancing its
execution capabilities and making great efforts in sourcing
new customers. For the six months ended 30 June 2017, the
Group’s car rental segment recorded revenue of approximately
HK$13.2 million and gross profit of approximately HK$2.0
million, representing a gross profit margin of approximately
15%.

Materials trading business

Despite the decrease in materials trading volume during the
period under review, the materials trading business remained
as the main income source of the Group. For the six months
ended 30 June 2017, revenue from the Group’s materials
trading segment decreased by 24% from approximately
HK$1,573.2 million as recorded in the six months ended
30 June 2016, to approximately HK$1,201.6 million. The
Group recorded gross profit and gross profit margin from
this segment of approximately HK$38.2 million and 3.2%
respectively.

* For identification purpose only
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Management Discussion and Analysis
(continued)

BUSINESS REVIEW (continued)
Financing services business

The Group, through a wholly-owned subsidiary, successfully
obtained a money lender’s licence under the Money Lenders
Ordinance (Chapter 163 of the Laws of Hong Kong) in October
2015 to conduct money lending business in Hong Kong
through the provision of loans. The Group will strive to provide
flexible, convenient, accessible, and tailor-made services to
our customers. As the provision of financing services was still
at an early stage, there were nil revenue generated from this
segment during the period under review, while the revenue
generated from this segment only contributed approximately
HK$8.4 million for the six months ended 30 June 2016.

The Group invested RMB100,000,000 (equivalent to
approximately HK$112,000,000) in a joint venture company
in Harbin City of Heilongjiang Province, the PRC in 2016. As
at the end of the reporting period, the Group was interested
in 2% of the joint venture company. The principal objectives
of the joint venture company are the development of the
businesses of internet microfinance, microfinance, discounted
note, asset transfer, agency, subprime lending, and
investments in the PRC. As at the end of the reporting period,
such available-for-sale investment recorded an increase in its
fair value by approximately HK$3.5 million.
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Management Discussion and Analysis
(continued)

BUSINESS REVIEW (continued)
Material Acquisition and Investment

On 20 January 2017, Finest Achieve Limited (“Finest
Achieve”), a direct wholly-owned subsidiary of the Company,
entered into a shareholders’ agreement with, among others,
Ever Step Holdings Limited (“Ever Step”) and Charm Success
Group Limited (“Charm Success”), pursuant to which Finest
Achieve would provide a shareholders’ loan to King Focus
International Limited (“King Focus”). Finest Achieve has an
equity interest of 14% in King Focus. Well Up (Hong Kong)
Limited (“Well Up”), a wholly owned subsidiary of King Focus,
has utilized the shareholders’ loans from Finest Achieve,
Charm Success and Ever Step to partly finance the acquisition
of shares in Ping An Securities Group (Holdings) Limited (“Ping
An Securities Group”), whose shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (stock
code: 231) (the “Acquisition”). Completion of the Acquisition
triggers an obligation of general offer to purchase its remaining
shares (“Offer”). To complete the Acquisition and the Offer,
Well Up obtained a facility (“Haitong Facility”) from Haitong
International Securities Company Limited. The Haitong Facility
is in respect a credit facility of up to HK$1,464 million, and
is secured by, among other collaterals, the several corporate
guarantee granted by, amongst others, the Company in favor
of Haitong International Securities Company Limited. (Please
refer to the two announcements of the Company dated 20
January 2017 for details.)

Ping An Securities Limited, one of the principal subsidiaries of
Ping An Securities Group, is mainly engaged in the provision
of securities brokerage, securities underwriting and placements
and financial advisory services. Ping An Securities Limited is a
corporation licensed to conduct Type 1 (dealing in securities),
Type 4 (advising on securities), Type 6 (advising on corporate
finance) and Type 9 (asset management) regulated activities
under the Securities and Futures Ordinance. Our indirect
investment via Well Up in Ping An Securities Group is in line
with our repositioning more towards the business of provision
of financial services.
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Management Discussion and Analysis
(continued)

FUTURE OUTLOOK

The Company’s management believes access to financing
services is crucial to business and economic growth, and
the provision of financing services is a business with high
potential growth and sustainability. The Group seeks to grasp
potential business opportunities by strategically tapping into
the financial services industry. The Group looks forward to
further expanding its income streams and paving way for
future development through the provision of a wider array of
comprehensive services.

The Group will implement a diversified strategy to expand its
business, and focus on the development of financial and asset
management business. The Group is proactively identifying
opportunities for acquisition of quality assets and asset
management companies, so as to strengthen the Group’s
business sectors. Furthermore, with an aim of supporting
our business development, the Group has been continuously
introducing institutional investors and strategic partners by way
of issuing convertible bonds and via other different financing
channels to pave way for new business opportunities. We
believe this will enhance value for the shareholders of the
Company in the long run.
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Management Discussion and Analysis
(continued)

FUTURE OUTLOOK (continued)

On 29 June 2017, the Group entered into an investment
agreement to subscribe for approximately 11% of the enlarged
registered share capital in MM EERHERE(AER)ER QT
(Zuoshishi Technology Service (Beijing) Company Limited*)
(“Zuoshishi”). Zuoshishi is a cooperation headquartered in the
PRC engaged in the innovative service for start-up technology
companies and its related investment activities. It is primarily
engaged in providing business expansion, market promotion,
clients referral and recommendation services in order to help
the development and growth of start-up companies, and
investment in innovative technology start-up companies. A
subsidiary of the Zuoshishi has been listed as one of the “Top
3 ChinaVenture 2016 China’s advanced manufacturing and
high-tech industry’s best promising investment firms” and “Top
50 ChinaVenture 2016 China’s best early phase venture capital
investment firms”. By investing in Zuoshishi, it is expected that
the Group can tap into fund management in technology sector
and venture capital business. It is expected that the Zuoshishi
and its subsidiary’s focus on the artificial intelligence,
internet of things, human-machine interaction and enterprise
computing, may provide the Group with opportunities to invest
in start-up technology companies with promising prospect, is
in line with the Group’s business focus on the development of
financial and asset management business. The investment was
completed on 1 August 2017.

FINANCIAL REVIEW
Results of the Group
Revenue

During the six months ended 30 June 2017, the Group
recorded a revenue of approximately HK$1,214.9 million,
which represented a decrease of 24% as compared to the
revenue of approximately HK$1,593.6 million as recorded
for the six months ended 30 June 2016. As mentioned in
the section headed “BUSINESS REVIEW”, the decrease in
revenue was mainly resulted from (i) the decrease in materials
trading revenue from approximately HK$1,573.2 million for the
six months ended 30 June 2016 to approximately HK$1,201.6
million for the six months ended 30 June 2017, due to the
decrease in trading volume of materials; and (i) the decrease in
financing services business revenue of approximately HK$8.4
million.

* For identification purpose only
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Results of the Group (continued)
Cost of sales

Cost of sales of the Group decreased by approximately 23%
from approximately HK$1,524.0 million for the six months
ended 30 June 2016 to approximately HK$1,173.7 million for
the six months ended 30 June 2017. The decrease was mainly
attributable to the decrease in materials trading business
during the period under review.

Gross profit and margin

The Group recorded a gross profit of approximately HK$41.2
million for the six months ended 30 June 2017, representing
a decrease of approximately 41% as compared to the gross
profit recorded in the prior period under review. The gross
profit margin decreased slightly by approximately 1.0%
from 4.4% in 2016 to 3.4% in the period under review. The
decrease was resulted from the decrease in revenue from
financing services segment which had higher profit margin.

Other income and gains

Other income and gains of the Group increased by
approximately 209%, from approximately HK$15.5 million for
the six months ended 30 June 2016 to approximately HK$47.9
million for the six months ended 30 June 2017. The increase
was mainly resulted from fair value gain on derivative financial
instruments in relation to convertible bonds during the period
under review.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Results of the Group (continued)
Selling and distribution costs

Selling and distribution costs of the Group increased by 17%
from approximately HK$1.2 million during the six months
ended 30 June 2016 to approximately HK$1.4 million for the
six months ended 30 June 2017. The increase was mainly due
to the increase in selling and distribution costs of car rental
business segment during the period under review.

General and administrative expenses

General and administrative expenses of the Group increased
by 46% from approximately HK$17.4 million for the six months
ended 30 June 2016 to approximately HK$25.4 million for the
six months ended 30 June 2017. The increase was mainly due
to the increase in operating lease payment and salaries and
wages during the period under review.

Other expenses

Other expenses of the Group decreased from approximately
HK$5.2 million for the six months ended 30 June 2016 to
approximately HK$0.6 million for the six months ended 30
June 2017. The decrease was mainly due to the impairment
loss of goodwill during the prior period under review.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Results of the Group (continued)
Finance costs

Finance costs increased from approximately HK$6.1 million
for the six months ended 30 June 2016 to approximately
HK$29.1 million for the six months ended 30 June 2017. The
increase was mainly due to (i) the drawdown of certain new
interest-bearing bank and other borrowings to finance the
purchases of motor vehicles for the car rental business and
potential projects; and (i) full period effect of effective interest
on convertible bonds issued in May 2016.

Income tax

Income tax expense decreased from approximately
HK$9.3 million for the six months ended 30 June 2016 to
approximately HK$1.4 million for the six months ended 30
June 2017, which was mainly due to the decrease in profit
generated from the materials trading business during the
period under review.

Liquidity and financial resources

As at 30 June 2017, cash and cash equivalents of the Group
amounted to approximately HK$31.2 million (31 December
2016: HK$39.5 million).

As at 30 June 2017, the Group had interest-bearing bank
and other borrowings amounted to approximately HK$185.1
million (31 December 2016: HK$186.8 million), of which are
arranged on a fixed rate basis and the Group also had liability
component of convertible bonds of approximately HK$159.7
million (31 December 2016: HK$147.7 million).

In view of the Group’s current cash and cash equivalents
balance and funds generated internally from the Group’s
operations, the Board is confident that the Group has sufficient
resources to meet its debt repayment and finance needs for
its operations for the foreseeable future.
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Management Discussion and Analysis

EEENwWR DT

(continued) (%)
FINANCIAL REVIEW (continued) Bt %5 B B (%)
Gearing ratio EXREELER
30 June 31 December
2017 2016
—E—+tF T —RF
AA=+H +ZA=1+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (EB%)
Total interest-bearing bank and other ﬂ-/\\ﬁﬁ/‘&ﬁ@{ﬁgg@ga
borrowings and liability component of BRI E A Y B E
convertible bonds 344,777,416 344,483,002
Equity = 956,069,754 906,140,830
Gearing ratio EXRBELE 36.1% 36.9%

The slight decrease in the gearing ratio was mainly due to
the repayment of interest-bearing bank and other borrowings
during the period under review.

As at 30 June 2017, the maturity profile of the interest-bearing
bank and other borrowings of the Group falling due within
one year and the second year, amounted to approximately
HK$183.0 million (31 December 2016: HK$180.5 million),
and HK$2.1 million (31 December 2016: HK$6.3 million),
respectively, of which bank borrowing of approximately
HK$20.7 million (31 December 2016: HK$22.2 million) is
denominated in Renminbi.

As at 30 June 2017,
component of the Group’s issued convertible bonds falling

the maturity profile of the liability

due within one year and from the second year to third year
amounted to approximately HK$86.6 million (31 December
2016: nil) and HK$73.1 million (31 December 2016: HK$147.7
million), respectively.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Capital structure

The capital of the Company comprises only ordinary shares.
As at 30 June 2017, the total number of the ordinary shares of
the Company was 6,634,170,454 (with an aggregate nominal
value of HK$66,341,705). The total number of issued shares
had been changed during the period under review as follows:

EREHRRS W

Bt 75 O] B8 (%

BAREE

ARBMNERNER L BIRARK - R_F—tF
SNAZ+TH  ARREBRAEE6,634,170,454

1% (E{E4E%E 566,341,705 7T) « B 3/TRMD

BENACIERE e T

No. of Shares

HXT/\H‘»‘ E
1 January 2017 —E—+F—H—H 6,501,415,000
Add: Exercise of Warrants (Note) s 1TERIREE (GE) 132,755,454
30 June 2017 —E—+FARA=TH 6,634,170,454
Note: =
On 15 December 2016, 10 February 2017 and 24 March 2017, Capital RZE—-—XRNF+-_A+HHB - ZE—+tF=-A+H

Fame Technology Limited (“Capital Fame”), the subscriber, exercised
the warrants granted pursuant to the warrant subscription agreement
dated 18 October 2012 between the Company and Capital Fame, to
subscribe for 132,755,454 shares (with aggregate nominal value of
HK$14,603,100). As at 30 June 2017, Capital Fame had exercised all
remaining warrants to subscribe for 132,755,454 warrant shares.

Please refer to the announcements of the Company dated 18 October
2012, on the issue of the warrants and a series of announcements of
the Company dated 19 March 2013, 2 September 2013, 24 January
2014, 20 November 2014 and 15 June 2015 on the adjustments to
share subscription price.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Charges on the Group’s assets

As at 30 June 2017, certain of the other borrowings
were secured by certain of the Group’s motor vehicles of
approximately HK$5.7 million (31 December 2016: HK$8.1
million).

Foreign currency exposure

The foreign currency exposure of the Group primarily arises
from revenue or income generated, cost and expenses
incurred, and certain bank and other borrowings denominated
in currencies other than the functional currency of the Group’s
operating units. For the Group’s operating units that have
United States dollar and Renminbi as their functional currency,
their foreign currency transactions and the units’ monetary
assets and liabilities denominated in foreign currencies that
were translated at the functional currency rates of exchange
ruling as at 30 June 2017 were mainly denominated in Hong
Kong dollars. The Group expected that the exposure to
exchange rates fluctuation was not significant and therefore
had not engaged in any hedging activities.

Contingent liabilities

As at the end of the reporting period, the Group did not have
any significant contingent liabilities.
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Management Discussion and Analysis

(continued)
FINANCIAL REVIEW (continued)
Capital Commitments

As at the end of the reporting period, the Group did not have
any significant capital commitment (31 December 2016: Nil).

DIVIDENDS

The Board does not recommend the payment of any dividend
for the six months ended 30 June 2017 (2016: Nil).

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2017, the Group employed a total of 35
employees. Total staff costs, including directors emoluments,
amounted to approximately HK$10.0 million for the six months
ended 30 June 2017. The Group’s remuneration policies were
determined with reference to the performance, qualification
and experience of individual employee, as well as the results
of the Group and the market conditions. The Group provided
discretionary bonuses, medical insurance, provident fund
contribution, education subsidy and training to its employees.
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Management Discussion and Analysis
(continued)

EVENTS AFTER THE REPORTING PERIOD

(i)

(if)

(i)

On 29 June 2017, a wholly-owned subsidiary of the
Company entered into an investment agreement with
Zuoshishi to invest in cash for its approximately 11%
enlarged registered share capital. The investment
was completed on 1 August 2017. Please refer to the
announcement of the Company dated 29 June 2017.

On 6 July 2017, the Company applied to subscribe
for the fund interest in Honghua Investment Fund
Limited (the “Fund”) at the subscription amount of
HK$200,000,000. The Fund is managed by the Fund
manager with the objective of achieving stable capital
appreciation for its shareholders. Please refer to the
announcement of the Company dated 6 July 2017.

On 22 August 2017, the Company entered into the
subscription agreement with the subscriber pursuant
to which the subscriber has conditionally agreed to
subscribe in cash for the convertible bonds in an
aggregate principal amount of HK$200,000,000.
Based on the initial conversion price of HK$0.35 per
conversion share, 571,428,571 conversion shares will
be allotted and issued upon exercise of the conversion
rights attaching to the convertible bonds in full, which
represent (i) approximately 8.61% of the issued share
capital of the Company as at the date of this report;
and (ii) approximately 7.93% of the issued share capital
of the Company as enlarged by the allotment and
issue of the conversion shares. Please refer to the
announcement of the Company dated 22 August 2017.
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Other Information

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 30 June 2017, the interests and short positions of the
Directors in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the “SFO”)), as recorded in the register required to be kept
under section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to the Listing
Rules adopted by the Company, were as follows:

Long position in the ordinary shares of
HK$0.01 each in the Company (the “Shares”):

Name of Director

Capacity/Nature of Interest

Hfth & %

EERAQARG - HEARORES
MESERAR

RZZE—EFRNA=Z1TH ARBEZERAR
A EEMFMAREZE(EE RESF KB E D
(IR RBEMRG ) EXVE) R - HHE K
I REHT  EAERERES KB ERDIF 352
GAFENECMARENERRE - R
BAR R PTERANEY AR RIUBT 8%+ PRELA) £
BTANBEFETEFRINBRETR([RES
BRI DB Ae AR e KR A e s KOR A 1
T

EARBROOIBTZEBEBR(R
BHNEFE :
Percentage of
the Company’s
issued share

EEHS

55, Rt E

Ms. Deng Shufen (Note 1)
BOmS (it 1)

Ms. Liu Jiangyuan (Note 1)
TR Z (Mt 1)

Mr. Gong Qingli
BB ELE

Interests of controlled corporation
ZEG AR R

Interests of controlled corporation
ZEGI AR R

Beneficial owner
EmiEAA
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Other Information (continued)

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

(continued)
Notes:

(1) These 3,499,2383,889 Shares are registered in the name
of Sino Merchant Car Rental Limited (“Sino Merchant”), a
company incorporated in the British Virgin Islands, the entire
issued share capital of which is owned as to 60% by Ms.
Deng Shufen (the Chairman and an Executive Director of
the Company) and 40% by Ms. Liu Jiangyuan (an Executive
Director of the Company). Ms. Deng Shufen and Ms. Liu
Jiangyuan are deemed to be interested in all the Shares in
which Sino Merchant is interested by virtue of the SFO.

In addition, options were granted by the Company to Sino
Merchant pursuant to and upon completion of the Connected
Placing on 15 June 2015, which entitled it to subscribe for
up to 800,000,000 option shares (representing approximately
12.34% of the issued share capital of the Company as at
30 June 2016) during the period of 24 months from 15 June
2015 to 14 June 2017 at the exercise price of HK$0.26
per option share (subject to adjustment). On 2 July 2015,
Sino Merchant partially exercised the options to subscribe
for 400,000,000 new Shares. As at 30 June 2017, all the
outstanding options had lapsed.

2) The percentage of shareholding is calculated on the basis of
6,634,170,454 Shares in issue as at 30 June 2017.

Save as disclosed above, as at 30 June 2017, none of the
Directors of the Company or their respective associates
had registered any interest or short position in the shares,
underlying shares or debentures of the Company or any of its
associated corporations as recorded in the register required to
be kept under section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code adopted by the Company.
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Other Information (continued)

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 30 June 2017, so far as is known to the Directors, the
following persons (other than the Directors of the Company)
had interests or short positions in the shares or underlying
shares of the Company, being 5% or more of the total issued
share capital of the Company, as recorded in the register
required to be kept by the Company under section 336 of the
SFO:

(1) Long position in the Shares:

Ht&ER @

FERRRHEMATREQTRS
HERORESNEZRKXR

RZZE—tFRNA=ZTH BEEMRHA - T
AL (RAREFHRIN) RA R BRD S8 BE A
R EENERIARE (EARAREHITHRAR
5% HIA L) BREBENRARAARBEESF LB
B FPIZE 336 (FRFENELMA

(1) KROHEFER:

Percentage of the
Company’s issued
share capital
(Note 3)

Number of ERARC R

Name of substantial shareholders Capacity/Nature of interest Shares interested RENEAH

TZRRER B2 S/ BENE REEZNROHE (Wit 3,

Sino Merchant (Note 1) Beneficial owner 3,499,233,889 52.75%

B ) EnlEgE

Mr. Dai Yumin (Note 1) Interests of spouse 3,499,233,889 52.75%

BEGREMHT) REER

Dundee Greentech Limited (Note 2) (fii£2) Beneficial owner 789,500,000 11.90%
ExlEgE

China Orient Asset Management Corporation
PERNBEERLAF
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Other Information (continued)

SUBSTANTIAL SHAREHOLDERS’
OTHER PERSONS’

AND
INTERESTS AND SHORT

POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

(continued)

(2)

Interests in share options of the Company

In addition, options were granted by the Company to
Sino Merchant pursuant to and upon completion of the
Connected Placing on 15 June 2015, which entitled it
to subscribe for up to 800,000,000 option shares during
the period of 24 months from 15 June 2015 to 14
June 2017 at the exercise price of HK$0.26 per option
share (subject to adjustment). On 2 July 2015, Sino
Merchant partially exercised the options to subscribe for
400,000,000 new Shares. As at 30 June 2017, all the
outstanding options had lapsed.

Notes:

(1) These 3,499,233,889 Shares and the underlying Shares
referred to in the paragraph headed “Interests in
share options of the Company” above are registered
in the name of Sino Merchant, the entire issued share
capital of which is owned as to 60% by Ms. Deng
Shufen (the Chairman and an Executive Director of the
Company) and 40% by Ms. Liu Jiangyuan (an Executive
Director of the Company). Ms. Deng Shufen and Ms.
Liu Jiangyuan are deemed to be interested in all the
Shares and underlying Shares in which Sino Merchant
is interested by virtue of the SFO. As Mr. Dai Yumin
is the spouse of Ms. Deng Shufen, he is deemed to
be interested in the Shares which Ms. Deng Shufen
is deemed to be interested in for the purposes of the
SFO.

HongDa Financial Holding Limited

Hih & ¥

FTERRREMATREQTRS
HERORESNERRXE ()

(2)

R R FBRAE 2 B
o ARTR-F—HENATER

RERERERS FETKERERE
BREERE ZESERER T EERN
RZZE—RAFNA+HREBEZ=Z—+tF
ANATHA 248 A A NIRITEESR
ERERM .26 IL(AI THAE)RELR
% 800,000,000 Az FE Bk #E A « M &
—hFEEAZR - ERHEBETEHSE
B #E - LARREE 400,000,000 % 7 I& 1D ©
R_ZE—+tFEXNA=Z1+H " FFAEEKIT
PEARED R -

e -

(1) ENTRARDTBRE &R BT
it 7 3% % 3,499,233,889 fi% f% {7 M 47
RO ERHE &SR H
2HEBITRABERST (AR
BIERRATES)BEE60% MET
BEL(RARBITES)HEHF 40% ©
MESMEENME RS
MBI REZTWE AN ENHERE
a2z TERD RGP EEE
o MARBEFEERE RS L2
BB MBLESERPERNmE - 5
WA BRRIERBR T L WS Ak
BIERET AR ROPHEER

50

hESRERERAR



Other Information (continued)

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

(continued)

(2) Interests in share options of the Company
(continued)

Notes: (continued)

2) These 789,500,000 Shares are registered in the name
of Dundee Greentech Limited (a company incorporated
in the British Virgin Islands), the entire issued share
capital of which is held by Mr. Liu Hailong.

(3) The percentage of shareholding is calculated on the
basis of 6,634,170,454 Shares in issue as at 30 June
2017.

Save as disclosed above, as at 30 June 2017, no person
(other than the Directors whose interests are set out in the
section headed “Directors’ Interests and Short Positions
in Shares, Underlying Shares and Debentures of the
Company” above) had registered an interest or a short
position in the Shares or underlying shares of the Company
that was required to be recorded in the register of the
Company pursuant to section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SECURITIES

Save as disclosed in the section headed “Directors’ Interests
and Short Positions in Shares, Underlying Shares and
Debentures of the Company” above, at no time during the
period was the Company, or any of its subsidiaries a party to
any arrangements which enable a Director of the Company to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate and
none of the Directors or their spouses or their children under
the age of 18 had any right to subscribe for the securities of
the Company or had exercised any such rights.
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Other Information (continued)

SHARE OPTION SCHEME

The share option scheme adopted on 27 November 2009
was cancelled and a new share option scheme was adopted
on 3 June 2016 (the “2016 Share Option Scheme”) by the
shareholders. The purpose of the 2016 Share Option Scheme
is providing incentives and rewards to eligible participants
who contribute to the success of the Group. The 2016
Share Option Scheme was adopted for a period of 10 years
commencing from 3 June 2016 and will remain in force until 2
June 2026.

Eligible participant under the 2016 Share Option Scheme
includes any full-time or part-time employees, executives
(including executive, non-executive and independent non-
executive Directors) of the Company or any of its subsidiaries,
any suppliers of goods or services, any customers, any
person or entity that provides research, development or other
technological support, any shareholder of any member of the
Group, any adviser or consultant to any area of business or
business development of any member of the Group and any
other groups, or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or
other business arrangement to the development and growth of
the Group.

The subscription price shall be determined by the Board but
shall not be less than the highest of (i) the closing price of
Shares as stated in the daily quotations sheets issued by the
Stock Exchange on the date of the offer for grant which must
be a business day; (i) the average closing price of Shares
as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding the
date of the offer for the grant; and (ii) the nominal value of the
Shares.
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Other Information (continued)
SHARE OPTION SCHEME (continued)

Upon acceptance of the options, the grantee shall pay HK$1
to the Company as nominal consideration for the grant. The
acceptance of an offer of the grant of the option must be
made within 21 days from the date of offer for grant. An
option may be exercised in accordance with the terms of the
2016 Share Option Scheme at any time during a period to be
determined and notified by the Board which shall not exceed
ten years from the date of grant subject to the provisions of
early termination thereof. Unless otherwise determined by the
Board and stated in the offer for the grant to a grantee, there
is no minimum period required under the 2016 Share Option
Scheme for the holding of an option before it can be exercised
and no performance target which needs to be achieved by a
grantee before the options can be exercised.

Based on 6,481,375,000 shares in issue as at the date of
adoption of the 2016 Share Option Scheme, the maximum
number of shares to be issued upon the exercise of options
that may be granted under the 2016 Share Option Scheme are
648,137,500 shares, being 10% of the shares in issue as at
the date of adoption. The total number of shares available for
issue under the 2016 Share Option Scheme is 648,137,500
shares, representing 9.8% of the total number of Shares in
issue as at 30 June 2017. The maximum entitlement of each
participant shall not in any 12-month period exceed 1% of the
Company’s issued share capital from time to time.

For the period ended 30 June 2017, no options was granted
under the 2016 Share Option Scheme. In addition, there is
no outstanding share option under the 2016 Share Option
Scheme as at 31 December 2016 and 30 June 2017.
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Other Information (continued)

OTHER SHARE OPTIONS

Pursuant to the completion of the Connected Placing on
15 June 2015, the Company has granted to the placee the
options which carry rights to subscribe for up to 800,000,000
option shares at the initial exercise price of HK$0.26 per
option share upon exercise of such options within the exercise
period commencing on 15 June 2015 (the “Initial Issue
Date”) and ending on the last day of the twenty-fourth (24th)
months from the Initial Issue Date (both days inclusive).
For more details, please refer to the announcements of the
Company dated 27 March 2015 and 15 June 2015 and the
circular of the Company dated 28 April 2015.

At 30 June 2017, all the outstanding options had lapsed.

WARRANTS

The subscription price of the outstanding warrants was
further adjusted from HK$0.12 per share to HK$0.11 per
share as a result of the Connected Placing. Please refer to
the announcements of the Company dated 15 June 2015 for
details.

All the outstanding 132,755,454 warrants with the subscription
price of HK$0.11 per share have been exercised during the
six months ended 30 June 2017. There were no outstanding
warrants as at 30 June 2017.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code
for dealing in securities of the Company by Directors. All
Directors, after specific enquiries by the Company, confirmed
that they had complied with the required standard as set out
in the Model Code during the six months ended 30 June 2017.
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Other Information (continued)

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

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

CORPORATE GOVERNANCE

The Company complied with the code provisions set out in
the Corporate Governance Code contained in Appendix 14 to
the Listing Rules throughout the period under review, except
code provisions A.6.7 of the Code as the Directors, Ms.
Deng Shufen, Mr. Fang Jun, Mr. Jiang Tengfei and Mr. Zhao
Xianming were unable to attend the annual general meeting of
the Company held on 26 May 2017 due to their other business
engagements.

AUDIT COMMITTEE REVIEW

The interim results for the current period under review are
unaudited but have been reviewed by the auditors of the
Company. The audit committee of the Company, comprised all
three independent non-executive Directors, namely, Mr. Fang
Jun, Mr. Wong Yiu Kit, Ernest and Mr. Zhao Xianming, where
Mr. Zhao Xianming is the Chairman of the audit committee.
The audit committee has reviewed with the management the
accounting principles adopted by the Group and the unaudited
financial statements of the Group for the six months ended 30
June 2017.
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Other Information (continued)
APPRECIATION

The Board would like to take this opportunity to express
its gratitude to our customers and shareholders for their
continuing support as well as our staff for their dedication and
hard work.

By order of the Board
HongDa Financial Holding Limited
Deng Shufen
Chairman and Executive Director

Hong Kong, 25 August 2017
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To the board of directors of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

We have reviewed the interim financial information of HongDa
Financial Holding Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 29 to 56, which
comprises the condensed consolidated statement of financial
position of the Company as at 30 June 2017 and the related
condensed consolidated statement of profit or loss and
other comprehensive income, statement of changes in equity
and statement of cash flows for the six-month period then
ended, and explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 Interim
Financial Reporting (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants.

The directors of the Company are responsible for the
preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is
to express a conclusion on this interim financial information
based on our review. Our report is made 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 (continueq)

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
HKAS 34.

Ernst & Young
Certified Public Accountants

22/F, CITIC Tower
1 Tim Mei Avenue

Central, Hong Kong

25 August 2017
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The board of directors (the “Board”) of HongDa Financial
Holding Limited (the “Company”, together with its subsidiaries
(the “Group”), hereby presents the unaudited condensed
consolidated interim results of the Group for the six months
ended 30 June 2017 together with the comparative unaudited
figures for the six months ended 30 June 2016, as follows:

Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive

Income

For the six months ended 30 June 2017

FIAT

I 38 2=

LETHERBRAR(ELT] - EEENE
REsEIAEEDE=S([ESE)EL=E
BAEBEHE_ZT—LFNA=THLREA
MARERGREETHEE  ERBE_F
—ANERNAZTHLEREANREEZ LR

HHGEEERRAMCEZE

BE_Z—tFRA=TBHILXEA

Six months ended 30 June
BEAB=THILAEA

2017 2016

—E—tf ZE-RF

Notes HK$ HK$

ks BT BT

(Unaudited) (Umaud\ite\d)

(REER) (RIEEZ)

REVENUE g 4 1,214,855,710 1,593,617,850
Cost of sales SHER A (1,173,698,792) (1,523,962,455)
Gross profit EA 41,156,918 69,655,395
Other income and gains H A Rz 47,900,987 15,486,591
Selling and distribution costs HERDHAS (1,378,657) (1,171,580)
General and administrative expenses —RRITRE A (25,367,877) (17,432,475)
Other expenses, net Emp L 5 (596,240) (5,203,485)
Finance costs B AR 5 (29,110,596) (6,137,393)
Share of loss of a joint venture BiE—REERAZEE (2,396,037) (1,400,143)
PROFIT BEFORE TAX BRBE A E A 6 30,208,498 58,796,910
Income tax expense A 7 (1,406,752) (9,275,720)
PROFIT FOR THE PERIOD AR F 28,801,746 44,521,190
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive

Income (continued)
For the six months ended 30 June 2017

TEHGEEEXRREMEE
LEEAC )

B

ED

“E—tFXRA=THIEARAER

Six months ended 30 June

BEAA=THLAERA

2017 2016
—E—tF —EREF
Notes HK$ HK$
L BT BT
(Unaudited) (Unaud\ite\d)
(REER) (RieEZ)
PROFIT FOR THE PERIOD HRER 28,801,746 44,521,190
OTHER COMPREHENSIVE INCOME/ Hth2ERA/(FE)
(LOSS)
ltems that may be subsequently reclassified ~ HEAIEEHFHDEERRY
to profit or loss: BR :
Available-for-sale investment A ERE
Change in fair value NEEZE) 3,475,139 (506,600)
Income tax effect st 2 - 50,660
3,475,139 (455,940)
Exchange differences arising on translation of & EINEFSHE =48
foreign operations 3,048,939 (118,069)
OTHER COMPREHENSIVE INCOME/ BREAZERA
(LOSS) FOR (F518)  BB%
THE PERIOD, NET OF TAX 6,524,078 (574,009)
TOTAL COMPREHENSIVE INCOME FOR iR ZEKAL%E
THE PERIOD 35,325,824 43,947,181
Profit attributable to owners of the parent BAREB ARG 28,801,746 44,521,190
Total comprehensive income attributable to & A RIHEE AELEEZE
owners of the parent WA B8 35,325,824 43,947,181
EARNINGS/(LOSS) PER SHARE BAREERRESEAE
ATTRIBUTABLE TO ORDINARY EQUITY  {h8RER (E#E) (Unaudited) (Unaudited)
HOLDERS OF THE PARENT 9 (REBEX) (REEZ)
Basic ER
— For profit for the period - BREH HKO0.44 cents  HKO0.69 cents
=2 1] AL
Diluted 8
- For profit/(loss) for the period - BRER,(B18) HK0.53 cents

HK(0.01) cents
=21

il
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Condensed Consolidated Statement of

Financial Position
As at 30 June 2017

BLCERC 2 TS

R-ZZE—tFXRA=+H

30 June 31 December
2017 2016
—E—+tF AN
AA=TH +-—A=+—H
Notes HK$ HK$
B E BT BT
(Unaudited) (Audited)
(REBER) (&%)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BB k& 27,695,845 23,866,795
Goodwill EES - -
Intangible assets BREE 49,078,369 47,315,686
Interest in a joint venture R—RALARIMNER 10,184,947 7,880,984
Long term prepayment and deposits REENRIBERZS 6,137,795 6,804,775
Debt component of acquired convertible BB RRES 2
bond B E D 10 38,487,000 =
Available-for-sale investments A ERE 1 115,475,248 112,000,000
Derivative financial instrument TEemIA 10 1,513,000 —
Total non-current assets FnBEERE 248,572,204 197,868,240
CURRENT ASSETS RBEE
Inventories & 5,193,659 5,193,443
Trade receivables JE YRR X 12 989,539,846  1,099,418,264
Prepayments, deposits and other BRRIE - ke REMEK
receivables FE 13 83,841,333 18,046,900
Tax recoverable AR EIFHIA 184,464 141,476
Cash and cash equivalents ReMReEEY 31,226,454 39,482,564
Total current assets mEEERE 1,109,985,756  1,157,282,647
CURRENT LIABILITIES REEE
Trade payables N 14 737,028 386,022
Other payables and accruals H b fERT 0B N fEET F0A 15,165,910 18,895,162
Interest-bearing bank and other borrowings STEERITREMEE 182,991,998 180,528,860
Tax payable FETHIIR 12,397,417 17,728,062
Derivative financial instrument TEemIA 15 4,194,000 =
Convertible bond AR A 5 15 86,571,941 =
Total current liabilities mEAEEE 302,058,294 217,538,106
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Condensed Consolidated Statement of

Financial Position (continued)
As at 30 June 2017

RS M B AR & ()

R=ZZE—tFA=+H

30 June 31 December
2017 2016
—E—tH —E-REF
AA=tH +ZA=1+—H
Notes HK$ HK$
B sE B BT
(Unaudited) (Audited)
(REER) (f8EZ)
NET CURRENT ASSETS REBEERE 807,927,462 939,744,541
TOTAL ASSETS LESS CURRENT BWEERRBER
LIABILITIES 1,056,499,666 1,137,612,781
NON-CURRENT LIABILITIES FRBEE
Interest-bearing other borrowings STEEMEE 2,075,119 6,300,524
Deferred tax liabilities BLEREAE 12,446,435 13,931,809
Derivative financial instruments TEEMTA 15 12,770,000 63,586,000
Convertible bonds AR ES 15 73,138,358 147,653,618
Total non-current liabilities SEREAERRE 100,429,912 231,471,951
Net assets BEFE 956,069,754 906,140,830
EQUITY R
Equity attributable to owners BATEEAEGER
of the parent
Issued capital BEITRA 16 66,341,705 65,014,150
Reserves ] 889,728,049 841,126,680
Total equity BER 956,069,754 906,140,830

HongDa Financial Holding Limited
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Condensed Consolidated Statement of
Changes in Equity

HHAGERESH R

For the six months ended 30 June 2017 HE-_ZE—tFA=THIt~@EA
Available-
for-sale
Share Share  investment Exchange
Issued premium Capital Warrant option  revaluation fluctuation  Accumulated Total
capital account reserve reserve reserve reserve reserve losses equity
it
BRIk REEER EAfE  IRBEEE  BREBRE REEMRE ENRDRE ZifEg s
HKS HKS HKS HKS HKS HKS HKS HKS HKS
AT AT AT AT ATL AT BT BT BT
At 1 January 2016 (audited) AZB-7E-F-A
(#57) B4S13TE0  GTATOATEE  OMT6070 7048243 113805100 1068660 (214255 (70536,174) 930,867,080
Proiit for the perod i - - - - = = - R0 44521190
Other comprefiensive BNERE
loss for the period: BE:
— Change in far vaue - TREERANTERS
of avalable-for-sale it
investment, net of tax - - - - - (455,940 - - (455,940)
— Exchange difierence on - BERIEB ERZR
{ranslation of foreign
operations - - - - - - (118,069) - (118,069)
Total comprehensive incomefloss) for ~ HR2ENE/
the period ) - - - - - (%0 (118069 4451100 43,047 181
At 30 June 2016 (unaudited) RE-"ERAZTH
(k27 B4813750  B74704786 40176970 7048243 113,805,100 612,720 (332,324 (126,014,984 974814261
At 1 January 2017 (audited) N-E-tE-f-H
(&) 65,014,150 877,633,203 - 6,123,826 112,000,000 - (9,446,380 (145,183,969 906,140,830
Profit for the period Bt - - - - - - - 801,746 28,801,746
Other comprehensive BNAHRE
income for the period: 0
— Change in far vaug of - TR ERAATERS
available-for-sale
nvestment - - - - - 3,475,139 - - 3,475,139
— Exchange difference on - BERNERIERZE
franslation of foreign
operations - - - - - - 3,048,939 - 3,048,939
Total comprehensive income for TN
the period e - - - - - 3,475,139 3,048,930 28801746 35,325,824
Issue of shares upon exercise of AERERARARA
Wartants 1,327,555 19,399,371 - (6,123,82) - - - - 14,603,100
Transfer of share option reserve upon ~ BREE R KERBREE R
the expiry of share options - 112,000,000 - - (112,000,000) - - - -
At 30 June 2017 (unaudited) O o
(RE%H) 66,341,705 1,000,032,574 - - - 3475130 (6,307,441 (116,382,228) 956,069,754
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Condensed Consolidated Statement of
Cash Flows

BHHSEERERER

For the six months ended 30 June 2017 HEZZT—+tFA=1THILAHEA
Six months ended 30 June
BZEXA=+HLEAREA
2017 2016
—E—+tF —T—RF
HK$ HK$
BT S IT
(Unaudited) (Unaudited)
(REERZ) (RE&EZ)
CASH FLOWS FROM OPERATING RETHNATRE
ACTIVITIES
Cash generated from/(used in) operations rEmB,/(FA)Re 130,207,979 (227,742,219)
Interest received 2 S 274,965 10,796,145
Overseas tax paid BB IN IR (36,471) (731)
Hong Kong profits tax paid ENEBNEH (6,802,267) —

Net cash flows from/(used in) operating

KEESHE(FTR)BEERE

activities FRE 123,644,206 (216,946,805)
CASH FLOWS FROM INVESTING BRETEHNRESRE

ACTIVITIES
Purchases of items of property, plant and BEWE  BMELREHEE

equipment (8,785,887) (3,246,892)
Proceeds from disposal of items of property, H&E¥Z - MEKLZEEE

plant and equipment K PT1S 5R08 1,368,984 184,007
Increase in an amount due from a joint B —RE & A a s IEE N

venture (4,700,000) (840,388)
Loan to an investee company ERTIEERNF (74,480,000) =
Subscription of a convertible bond RIBIRRES (40,000,000) —
Purchases of an available-for-sale investment B a] it H &% & (109) —
Decrease in pledged bank deposits HEARRITF TR D - 18,794,078
Interest received =SS - 77,551
Net cash flows from/(used in) investing RERBAE(FTA)RS

activities mEFR (126,597,012) 14,968,356

HongDa Financial Holding Limited
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Condensed Consolidated Statement of HHEEEERER®)
Cash Flows (continued)
For the six months ended 30 June 2017 BE—_ZT—+&A=1+HItNEA

Six months ended 30 June
BEAA=+THLAEA

2017 2016
—E—+tF —E—RF
HK$ HKS$
BT BTT
(Unaudited) (Unaudited)
(REER) (REEZ)
CASH FLOWS FROM FINANCING METHNRERE
ACTIVITIES
Proceeds from issue of shares upon TR F R EITIR G
exercise of warrants P15 3038 14,603,100 —
Proceeds from issue of convertible bonds BT RN E S TS RIA — 199,686,946
New other borrowings I EMEER 3,400,800 144,241,600
Repayment of other borrowings* EEEMEE" (4,215,962) (4,922,296)
New bank loan HILIRITER - 23,708,000
Repayment of bank loans ERRITER (2,267,200)  (18,373,700)
Interest and bank charges paid BEAFERIRITHRE (17,053,915) (874,873)
Net cash flows from/(used in) financing BMEEBE(FA)
activities Hene s (5,533,177) 343,465,677
NET INCREASE/(DECREASE) IN CASH ReRBSSEWEMN OCAD)
AND CASH EQUIVALENTS FEE (8,485,983) 141,487,228
Cash and cash equivalents at beginning of  HA#IR & RIF L ZEEY
period 39,482,564 5,050,455
Effect of foreign exchange rate changes, net [ER& &5z £ 558 229,873 46,463
CASH AND CASH EQUIVALENTS AT END HiXBE&RBELZEY
OF PERIOD 31,226,454 146,584,146
* Including cash payments for the resolution of the outstanding * BEMBEE F AR EHELTHMEERS

BABZHSMNN -

liabilities relating to arrangements which are in substance
finance leases.
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Notes to the Condensed Consolidated

Interim Financial Statements

For the six months ended 30 June 2017 BE—_ZT—+&,A=1+HI"EA

Corporate Information 1. AFER

The Company is a limited liability company incorporated in the ARBA—RAASHSFMAIHER
Cayman lIslands. The address of the Company’s registered |l H5E 3 B A7 7 Cricket Square,
office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman lIslands. Cayman, KY1-1111, Cayman Islands °

The principal place of business of the Company is located at ARARMEZE XMV E B S EB 88
Suite 3618, Level 36, Two Pacific Place, 88 Queensway, Hong Kb EH _FE361£3618F

Kong.

During the six months ended 30 June 2017, the Group has HE-Z—tHFA=1+HLEAEAAR &%
primarily been involved in the provision of car rental services; Ii;ﬂiﬁ%}m{,\/ BHEERE MEES K
materials trading and financing services. SRR o

Basis of Preparation and Changes in Accounting Policies 2. RRUBEERSHER 22

The condensed consolidated interim financial information AREFBHEE-_Z—+FAA=+THIEAMEA

of the Group for the six months ended 30 June 2017 has
been prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34 Interim financial reporting issued by
the Hong Kong Institute of Certified Public Accountants and
the applicable disclosure requirements of Appendix 16 of the
Rules Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The accounting policies adopted in the preparation of the
condensed consolidated interim financial information are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the year
ended 31 December 2016, except for the adoption of the
following revised Hong Kong Financial Reporting Standards,
(“HKFRSs”, which also include HKASs and Interpretations)
which are effective for the Group’s annual periods beginning
on or after 1 January 2017:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses

Annual Improvements 2014-2016 Cycle  Amendments to a number of HKFRSs

The adoption of the above revised HKFRSs has had no
significant financial effect on the condensed consolidated
interim financial information.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2017

Operating Segment Information

For management purposes, the Group is organised into
business units based on their products and services and has
four reportable operating segments as follows:

(@) Car rental segment — primarily engages in the provision
of car rental services;

(b) Materials trading segment — primarily engages in the
trading of materials;

(c) Consumer electronic devices/platforms and related
solutions/services segment — primarily engaged in the
research, design, development and sale of digital signal
processing (“DSP”) — based consumer electronic
devices/platforms, including embedded firmware, and
the provision of solutions/services to customers for their
DSP-based consumer electronic devices/platforms; and

(d) Financing services segment — primarily engages in
money lending business through the provision of loans.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax.
The adjusted profit/(loss) before tax is measured consistently
with the Group’s profit/(loss) before tax except that unallocated
interest income, unallocated other income and gains,
unallocated depreciation, unallocated corporate and other
unallocated expenses, unallocated finance costs and share of
loss of a joint venture are excluded from such measurement.

Segment assets exclude the debt component of acquired
convertible bond, derivative financial instrument, tax
recoverable, cash and cash equivalents, other unallocated
head office and corporate assets as these assets are managed
on a group basis, as well as interest in a joint venture.

Segment liabilities exclude interest-bearing other borrowings,
derivative financial instruments, convertible bonds, certain tax
payable, deferred tax liabilities and other unallocated head
office and corporate liabilities as these liabilities are managed
on a group basis.

Interim Report 2017
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Notes to the Condensed Consolidated

Interim Financial Statements (continueq)

For the six months ended 30 June 2017

3.

Operating Segment Information (continued)

AR & M B R R M = )

HE—

3. BESBER(E)

Consumer electronic devices/

B A=+AILAEA

platforms and related
solutions/services
Car rental Materials trading BEETEN/TA Financing services Total
LA HHER RRBRARR/ R SRR 4%
Six months ended 30 June  Six months ended 30 June  Six months ended 30 June  Six months ended 30 June  Six months ended 30 June
BEAAZTALAER BERAZTALAER BEAAZTALARA EERA=TRLAER BEENAZTRLRER
2017 2016 017 2016 2017 2016 017 2016 2017 2016
E-tf 3 F ZE-tE CEF ZE-tE TR ZE-tE R ZE-tE CRE
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
& BT B BT & BT B BT B AT
(Unaudited) wUnaud\ edw (Unaudited) ~ (Uneudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudied)  (Unaudited)  (Unaudi edw
(RE8H) gzn)  (kEER) (% (%EBH)  (REER)  (REER)  (REER)  (REBR)  (REER)
Segment revenue: A
Sales of goods HEER - - 1,201,627,026 1,573,158,708 - 451,692 - - 1,201,627,026 1,573,610,400
Car rental income FERERA 13,228,684 11,577,015 - - - - - - 13228684 11577015
Loan inerest income EHEMA - - - - - - - 844 - 84045
13,208,684 11,577,015 1,201,627,026 1,573,18,708 - 451,692 - 8,430,435 1,214,855,710 1,593,617,850
Segment results AB%E 508,615  (3.206271) 37,678,150 58,180,873 - (112929 - 8208435 38,186,765 62,510,108
Reconcliation: 85
Unallocated interest income FARHERA 218931 77551
Unallocated other income FAREBRAR
and gains & 46,622,000 12,963,133
Unallocated depreciation FoRE (923,129)  (966,190)
Comporate and other wnallocated ~ AEREMAAE
£Xpenses 5 (23,941,309) (14,107,927
Unallocated finance costs FARBERE (e7558728)  (5,279622)
Share of loss of ajoint venture.~ ElE—FASRTLZ
Bk (2,396,087 (1,400,143
Proftt before tax BiaaA 30,208,498 53,796,910
Other segment information: ~ E#A%EH
Finance costs BERK 1,551,873 867,771 - - - - - - 1,651,873 857,711
Depreciation bl 3,686,186 4,997,959 - - - 440 - - 3,686,186 5,002,369
Impaiment of goodl HENE - 5200000 - - - - - - 520000
Capital expenditure BREX 307113 3,205,504 - = - = - X 1A S

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated
Interim Financial Statements (continueq)

For the six months ended 30 June 2017

Gt S EY e )

BE_T—tFRA=TBHLLXEA

3. Operating Segment Information (continued) 3. EEADERE)
Car rental Materials trading Financing services Total
HEfE HHER SHEH &8

30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December

017 2016 2017 2016 017 2016 2017 2016

ZE IE0E IENE IE0F

“E-tE 28 -tk 28 IE-tE T2 ZE-tk T2A

YR =t-8  #B=tA =t-8  xB=1H t-B  #®A=tA =t-A

HKS HKS HKS HKS HKS HKS$ HKS HKS

AR AT & AT AR AT & AT

(Unaudited) (Audted)  (Unaudited) (Audted)  (Unaudited) (Audited)  (Unaudited) (Audited)

(xE2H) (Izr)  (xEs9) (E27)  (REFH) (Ezr)  (Es0) (%0)

Segment assets APEE 84,071,355 85328743 984,873,753 1,102990.274 115,475,139 112,000,000 1,185,320,247 1,300319,017
Reconciletion: g%

Corporate and other unallocated assets MEREBRIREE 11328173 54831870

Total asels BELE 1,358,557,060 1,355,130,887

Segment liabilities 298k 43337547 47,480,620 - - - 170000 43337541 47,650,620
Reconciiation: 45

Corporate and other nalocated liablfes PEREMAAREE 359,150,659 401,359,437

Total iabiiies 8ERE 402,488,206 449,010,057

Interim Report 2017 —E—tERHRE



Notes to the Condensed Consolidated GRS P EAB ISR M T ()
Interim Financial Statements (continueq)

For the six months ended 30 June 2017 HE—_ZT—+tFNA=1+HLHEA
3. Operating Segment Information (continued) 3k EESBER(E)
Geographical information HEEH
The following table presents derived revenue from local and TRENEBE-ZE—+FR-_T—FE~A
overseas customers for the six months ended 30 June 2017 =+ B IEJNE A ki = E 5 2K B A &g N
and 2016 and certain non-current assets information as at 30 BEEHNRBZUNERR -_E—+FNA=1+EE
June 2017 and 31 December 2016, by geographical areas. —E—RNFt+ZA=t—HHETIHERHE
United
States of Mainland Hong
America China Kong Total
E FE K BE BE
HK$ HK$ HK$ HK$
BT BT BT BT
Six months ended 30 June 2017 HE-E-tEAAZTRLEAER
Revenue from external customers (Unaudited) RANDE P (REER) - 13,208,684  1,201,627,026  1,214,855,710
Six months ended 30 June 2016 BE-E-AERA=THLAEA
Revenue from external customers (Unaudited) REMPRFHME(KEER) 4,211,581 11,577,016 1,577,829,254  1,593,617,850
As at 30 June 2017 RZE-tFXA=1H
Non-current assets (Unaudited) FRBEE(REER) - 187,678,639 60,893,565 248,572,204
Non-current assets (excluding financial instruments) — JEREEE (T AEHBIE)

(Unaudited) (REE&E%) - 71,223,705 15,985,456 87,209,161
As at 31 December 2016 R=B-RE+ZA=t+-H
Non-current assets (Audited) FERBEE(EER) - 183,766,134 14,102,106 197,868,240
Non-current assets (excluding financial instruments) ~ JEREBEE(TRESRIA)

(Audited) (E%%) - 69,821,359 9,242,106 79,063,465
The Group’s revenue information by geographical areas is NEFIRWBRE SO WRER IR BERERP
based on the locations where the customers are domiciled/ B,/ MNMEXMNES DB MERE « N&E
located or the destination where the goods are delivered. The BignEE D NIERBEEERN NIIREZS
Group’s non-current assets information by geographical areas BEFEHMETE °

is based on the locations of the assets.

HongDa Financial Holding Limited SLESBIZERAERA A



Notes to the Condensed Consolidated

Interim Financial Statements (continueq)
For the six months ended 30 June 2017

3.

Operating Segment Information (continued)
Information about major customers

Revenues of HK$618.2 million and HK$525.3 million for the six
months ended 30 June 2017 were derived from the materials
trading segment with two customers, which individually
amounted to 10 per cent or more of the Group’s total revenue
for the current period. Revenue of HK$1,497.1 million for
the six months ended 30 June 2016 was derived from the
materials trading segment with a customer, which amounted to
10 per cent or more of the Group’s total revenue for the prior
period.

Revenue

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts; the value of car
rental and other services rendered; and loan interest earned

from financing services rendered during the period.

An analysis of revenue is as follows:

R B4R & o 5 B 5 S AR B R ()

B

3.

ED

Tt A=+ALEAEA
EESHER(E)
BREBEEFHEHN

HE-_Z—+tFXA=1tHIEEA YKz
618,200,000 7T & 525,300,000 7t Jb 3K
EREMEBESBZ2EE - HER S
EAEBBANBERZEH10%K A £ o &
E-E-—RNEXNA=+TBHIEANEAZUKE
1,497,100,0008 L iR B — B MEE S5
BrRF HEBEASEE E—EAHHEAIK
FEEI10% KA L o

e 5
WEEHMAHNREERESTHRNEER
mEERFE  RETERE RIEHEMBR
BIARBE RFS PRI 2 A S -

W DT -

Six months ended 30 June
BEZEANAB=1+HIEAEA

2017 2016
—E—tF —TE—RF
HK$ HK$

BT PETT
(Unaudited) (Unaudited)
(RBEX) (CREEEZ)

Sales of goods HEEMD
Car rental income REHAEWA
Loan interest income B B U A

1,201,627,026 1,673,610,400
13,228,684 11,677,015
- 8,430,435

1,214,855,710 1,693,617,850

Interim Report 2017

—E—tFHHRE ‘



Notes to the Condensed Consolidated GLEEE SR S E LG )

Interim Financial Statements (continueq)

For the six months ended 30 June 2017 BE-_ZT—+&,A=1+HINEA

5. Finance Costs 5. AlLE R A

Six months ended 30 June
BZEASA=1tRHIEAEAR

2017 2016

gt —T A%

HK$ HK$

BT ST

(Unaudited) (Unaudited)

(REER) (RiEFE%)

Interest on bank and other borrowings IRITREMERF S 12,007,591 2,296,127

Interest on convertible bonds AR B F B 17,056,681 3,824,164

Bank charges RITFEE 46,324 17,102

29,110,596 6,137,393

6. Profit Before Tax 6. BREE AR R
The Group’s profit before tax is arrived at after charging/ AN E BT RS M AR GEA) AT S IE
(crediting): Fris -

Six months ended 30 June
BZEASA=1tRHILEAEAR

2017 2016

—ZE—tF —E—RF

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REER) (REEFEZ)

Cost of inventories sold and services rendered H &7 & RIRMEARTE 2 A4 1,173,698,792  1,523,962,455

Depreciation e 4,609,315 5,968,559

Fair value gain on derivative financial ARBREFNITESRIARATE

instruments in relation to convertible bonds = (46,622,000) (12,613,000)
Gain on disposal of items of property, HEME - BERE&EER D

plant and equipment, net W 58 (799,148) (154,978)
Write-off of items of property, VI - BB &R TR B RS

plant and equipment 596,240 3,485

Impairment of goodwill [SESYEAE - 5,200,000

HongDa Financial Holding Limited SLEERIZERERA A



Notes to the Condensed Consolidated

Interim Financial Statements (continueq)
For the six months ended 30 June 2017

7. Income Tax Expense

Hong Kong profits tax has been provided at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profits arising in
Hong Kong. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the jurisdictions in

which the Group operates.

R B4R & o 5 B 5 S AR B R ()

BE_T—+FRA=THIEAREA
i FriSBip

EBFNERIZEBELEZ BT ERBE I
16.5% (ZZ—/NF 1 16.5%) B EHiR - H
fib 1[5 ) FE FR B i F D IR AN SR B L FTE R
AVEERNEROREGTERE -

Six months ended 30 June
BEZANA=1+HIEAEA

2017 2016
—E—+tF —T—RF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REEERZ) (REEFEZ)
Current — Hong Kong BNER — &HE

Charge for the period BRI X 1,471,622 9,266,667

Current — Elsewhere BNER — HAtbih[m
Charge for the period il - 22,285
Underprovision/(overprovision) in prior years BEFERETR(BHE) (622) 78,197
Deferred BT (64,248) (91,429)
Total tax charge for the period HRFIER A% 1,406,752 9,275,720

8. Dividend 8. BRE

The Board do not recommend the payment of an interim
dividend for the six months ended 30 June 2017 (2016: Nil).

9. Earnings/(loss) per Share Attributable to Ordinary Equity

Holders of the Parent

The calculation of the basic earnings per share amounts is
based on the profit for the period attributable to ordinary
equity holders of the parent of HK$28,801,746 (30 June
2016: HK$44,521,190) and the weighted average number
of ordinary shares in issue of 6,596,129,595 (30 June 2016:

6,481,375,000) during the period.

Interim Report 2017

BT TEBRNBE_ZT—LF A=+
BIEAEANPHRE(ZT—XRF: &) -

9. BRARAEEARREREABESRER, (&

B)

BEREABFNSBIBRES AT L BER
B # #5 A A FE 15 89 R % 528,801,746
T(ZZ—NFE N A=+ H 44,521,190
BIL)RBAREERTE BB MEFHH
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6,481,375,000 f% )5t & -

—E—LERERE ‘



Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2017

9. Earnings/(loss) per Share Attributable to Ordinary Equity
Holders of the Parent (continued)

The calculation of the diluted earnings per share amount for
the six months ended 30 June 2017 is based on the profit for
the period attributable to ordinary equity holders of the parent,
adjusted to reflect the impact from the interest expense on the
convertible bonds and fair value gain on derivative component
of the convertible bonds, where applicable (see below). The
weighted average number of ordinary shares used in the
calculation is the number of ordinary shares in issue during the
period, as used in the basic earnings per share calculation,
and the weighted average number of ordinary shares assumed
to have been issued at no consideration on the deemed
exercise or conversion of all dilutive potential ordinary shares
into ordinary shares.

LDEF

GRS P B I R M

BE_T—tFRA=THILREA

9. BRAEEERRESEABEEBRER (B

B) (&)
BE_ZT—+tFNA=ZtHLANEARGKRE
BERAFSHEDNIBES AR T RARESEAR

EHRREFGFE  KEBRARBRATRRES
T' 1= Ffﬁi&—ﬁﬁﬁﬂa%E’Jmi%’”‘iﬁﬂﬂl
ZEB(MER)(RTX) - st ERRAN
ﬁu$¥$i’]“‘zﬁﬂx§ﬁlﬁﬁﬁHx%K@?’F‘JH%T?&
AOFEREHRTEBRE URBREAABE
AL BARBRITREAR AR EBREE
EBATRO DA 10 BB A B

Six months Six months
ended 30 June ended 30 June
2017 2016
BE-Z2—t& HE-_ZT— I F
~A=+H ~NA=TH
1E7XE A 1E7S{E A
HK$ HK$
BT PBTT
(Unaudited) (Unaudited)
(REEERZ) (REEFEHZ)
Profit attributable to ordinary equity holders of ZNA &) & @A S A A FE(R % A
the Company 28,801,746 44,521,190
Add: Interest expense on convertible bonds /7 - FI3AIRES KA BB X 17,056,681 3,824,164
Less: Fair value gain on derivative component & - A[# I ESELTE I H
of the convertible bonds N EWRE (46,622,000) (12,613,000)
Profit/(loss) used to determine diluted BRETEREERT(FR)
earnings/(loss) per share #m A (E5E) (763,573) 35,732,354

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continueq)
For the six months ended 30 June 2017

9. Earnings/(loss) per Share Attributable to Ordinary Equity
Holders of the Parent (continued)

R B4R & o 5 B 5 S AR B R ()

BE_T—+FRA=THIEAREA

9. BRAAEERRESEAREERER

(H548) ()
Number of Number of
shares shares
R EE grr4=
Six months Six months
ended ended
30 June 30 June
2017 2016
=3l #Hk
—E—tF —E—RF
~NA=+H ~NA=+H
WEREA LE751E A

Shares A 17
Weighted average number of ordinary shares
in issue during the period used in the basic

earnings per share calculation

AEESRERBANERAZ
HRE BTN T8 BB

6,596,129,595 6,481,375,000

Effect of dilution — weighted average number of #EES 2 — hnfEF1H L E

ordinary shares: AR &
Warrants RARREE
Share options B AR A
Convertible bonds AR ES

- 92,394,870
- 42,773,183
571,428,570 141,287,284

Weighted average number of ordinary shares
in issue during the period used in the
diluted earnings/(loss) per above calculation

ERile o

SEALEREERT(BE)
iR I BT I 719

7,167,558,165 6,757,830,337

10. Acquired Convertible Bond

10. CREBTRRES

30 June 2017

—E

~NA=1+H
HK$
S TT
(Unaudited)
(CREEERZ)

(EREE=i)
PTETRMTA

Debt component
Derivative financial instrument

38,487,000
1,613,000

40,000,000

On 13 April 2017, the Company subscribed for a convertible
bond (“Acquired Convertible Bond”) with a principal amount
of HK$40,000,000 which was issued by Bartha International
Limited (the “Bond Issuer”), an independent third party
incorporated in Hong Kong. The maturity date of the Acquired
Convertible Bond is 6 April 2020.

Interim Report 2017
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2017

10.

11.

Acquired Convertible Bond (continued)

The Acquired Convertible Bond is convertible into shares of
the Bond Issuer at the option of the Company at any time
commencing from the date of issue and up to and including
the 10th day prior to the date of maturity. Exact number of
shares to be issued upon conversion will depend on the total
number of shares of the Bond Issuer at the time of conversion
and the amount of Acquired Convertible Bond to be converted
into shares. The Acquired Convertible Bond carries interest
at a rate of 2% per annum, which is payable annually. The
effective interest rate of the debt component of the Acquired
Convertible Bond is 3.3%.

The Acquired Convertible Bond contains a debt component
which was recognised as loans and receivables and was
measured at fair value on initial recognition and subsequently
measured at amortised cost. The conversion option embedded
in the Acquired Convertible Bond was recognised as derivative
financial instrument and was measured at fair value on initial
recognition and remeasured at each subsequent reporting
date. On the date of subscription, the fair values of the debt
component and the derivative financial instrument were
HK$38,487,000 and HK$1,513,000, respectively.

During the period ended 30 June 2017, no fair value gain
or loss in respect of the derivative financial instrument was

recognised in the consolidated statement of profit or loss.

Available-for-sale Investments

GRS PR B R M T

BE_ZT—tFRA=TBLLXEA

10. ElRBAREES(E)

s
5 )

AABARETHREEIHMBAAMFEI0R

(BHREZA)EREEEHRD KB HR
REFETANRD - BEREEETHRE
B B 1
BT RS B R R B O B R T R AR (B 55 B
o BWBITRRESRRFMNE2%ETE - F
BASFXN - BIRE A RERESHES A

B BB BEFESETARNERE

DEBRNEL3.83% °

ERBARRESEHE®ER
ROEB D - IR L

EMGE - RNRBAY BBHEOH

1,518,000 7T °

RBEE-Z—tFA=1THLLHH #BE
HOTEERMITARGABEARTRER

Wan sl iE -

1. AHHERE

W&z

BB IR AR
RE A
ENEBEREERAGTE - RABRE R
BRELFNERERRATESR T A RIEY
SHEABENATFEFERRBEESHREBH
AFE
kiTE <t T B 5 5l %A38,487,000% 7T &

F(Ea

AFE

30 June 31 December
2017 2016
—E—tF —T—RF
~A=+H +—-—A=+—H
HK$ HKS
BT 75T
(Unaudited) (Audited)
(REERZ) (KL= HZ)
Non-current assets FRBEE
Unlisted equity investments, at fair value JELEMEREE  BATE 115,475,248 112,000,000

During the six months ended 30 June 2017, the gross
fair value gain in respect of the Group’s available-for-
sale investment recognised in other comprehensive income
amounted to HK$3,475,139 (six months ended 30 June 2016:
fair value loss of HK$506,600).

HongDa Financial Holding Limited

AEBEHEZE-_ZT—+tFEANA=THINME
AAEREMEEKRABRZ ATHEERE
NFEW S BREZES,475139B T(BHE-T
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Notes to the Condensed Consolidated
Interim Financial Statements (continued)

12.

R B4R & o 5 B 5 S AR B R ()

For the six months ended 30 June 2017 HE_Z—+FA=1+HILHEA
Trade Receivables 12, PEWBR X
The Group’s trading terms with its customers are mainly on RABHERP  ANEEHEFFEREER
credit except for car rental customers, where payment in FRITZE GG MBERENRIE 7
advance is normally required. The credit period is generally 30 BE—BNTF=tRE—BATREIRET
to 160 days or could be longer under certain circumstances. BERATEESRRTUER -
An aged analysis of the trade receivables as at the end of RBERER  REZZEFARNBREERE
the reporting period, based on the invoice date and net of K FEW R F BRI D AT T -
provisions, is as follows:
30 June 31 December
2017 2016
—E—t5F —E—REF
AA=+H +ZA=+—H
HK$ HKS
BT BT
(Unaudited) (Audited)
(REER) (f2Ei%)
Within 30 days =t+XR 188,314,646 210,269,401
31 to 60 days =t+—XEASTX 72,065,567 575,117,263
61 to 90 days At—RKEATEK 202,132,710 312,799,342
Over 90 days BB t+X 527,026,923 1,232,258
Total (Note) st (at) 989,539,846  1,099,418,264
Note: Subsequent to the end of the reporting period, 7 OMEHERE O RZE—tFNA=T
amounts of approximately HK$726.5 million of the H 4 726,500,000 8 JT Z 3% & 1 & W
trade receivables outstanding as of 30 June 2017 were Bl fEUER R EEE -
settled.
Prepayments, Deposits and Other Receivables 13. FEARE - REREMEKRRE

13.

The balance included a guarantee deposit of HK$2,881,750 (31
December 2016: HK$5,000,850), which is in relation to a bank
loan borrowed by the Group which bears interest at 10.2% per
annum.

Except for the above, all other receivables are non-interest-
bearing as at the end of the reporting period.

The balance also included a shareholders’ loan receivable
of HK$74,480,000 (31 December 2016: Nil), which is used
for financing the proposed acquisition of shares in Ping An
Securities Group (Holdings) Limited by the Group’s unlisted
available-for-sale investment. The shareholders’ loan is
unsecured, non-interest bearing and has no fixed term of
repayment.

Interim Report 2017

EHRBERES2,881,7508TT(ZFB—NF
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o
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Notes to the Condensed Consolidated
Interim Financial Statements (continueq)

R B4R & P 5 B A R B R ()

For the six months ended 30 June 2017 BHE-ZE—tFA=1THIE~EAAR
14. Trade Payables 14. FEATERTX
An aged analysis of the trade payables as at the end of the RM|ERB R BEZZHHNEMERERER
reporting period, based on the invoice date, is as follows: BT
30 June 31 December
2017 2016
—E—+tF —T—RF
AA=tH +ZHA=+—H
HK$ HK$
BT PBTT
(Unaudited) (Audited)
(REEX) (& Z)
Within 30 days =+XA 400,028 275,508
31 to 60 days =t+t—XESTXK 88,594 60,662
Over 60 days JiE:E E AN RN 248,406 49,852
737,028 386,022
The trade payables are non-interest-bearing and credit terms ENERARS  MEBIZEEALTHEE
generally granted by trade creditors are 30 to 90 days or 90 BH—RA=TRENTRHALBENLTK
days after month-end statement.
15.  Convertible Bonds 15. R fE 3

On 17 May 2016, the Company issued 2018 convertible bonds
and 2019 convertible bonds (collectively, the “Convertible
Bonds”) with principal amounts of HK$100,000,000 and
HK$100,000,000, respectively. The maturity dates of 2018
convertible bonds and 2019 convertible bonds are 16 May
2018 and 16 May 2019, respectively.

The Convertible Bonds are convertible at the option of the
bondholder at any time after the 40th day from the date of
issue and up to the 10th day prior to the dates of maturity
at an initial conversion price of HK$0.35 per share (subject
to adjustments). Based on the initial conversion price,
the Convertible Bonds are convertible into approximately
571,428,570 ordinary shares of the Company. Any Convertible
Bonds not converted will be redeemed at the outstanding
principal amounts of the Convertible Bonds together with any
interests accrued thereon. The Convertible Bonds carry interest
at a rate of 5% per annum, which is payable semi-annually on
30 June and 31 December of a calendar year. The effective
interest rates of the liability components of 2018 convertible
bonds and 2019 convertible bonds are 22.8% and 23.5%,
respectively.

HongDa Financial Holding Limited
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E-NEABRBRELEN T AFEARRE
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FRRO0.35B (A THE) - Al BREFIK
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Notes to the Condensed Consolidated

Interim Financial Statements (continueq)
For the six months ended 30 June 2017

15. Convertible Bonds (continued)

The fair value of the liability component was estimated at
the issuance date using an equivalent market interest rate
for a similar bond if the conversion option is not exercised.
The conversion options embedded in the Convertible Bonds
were recognised as derivative financial instruments and were
measured at fair value on initial recognition and remeasured at
each subsequent reporting date.

The movements of the liability and derivative components of

AR S R B B R R M

BE-_ZT—+&,A=1+HINEA
15.  AEREFE)

MBS ARITE - AEMONATET
ERBUESERT SN ENETART U
st - RARRERESNBBRECER /T
EEMTAMENFERNAFEFELR
PR MmE RHEME -

HARRES 2 BERITERD 2B

the Convertible Bonds for the period are set out below: FanR
Liability Derivative
component component Total
&8s PTEE S @it
HK$ HK$ HK$
BT BT BT
At 1 January 2017 (Audited) RZZF—+tF—A—H(EER) 147,653,618 63,586,000 211,239,618
Interest expenses FIEHY 17,056,681 = 17,056,681
Interest paid BAFE (5,000,000) — (5,000,000)
Fair value gain on derivative component AHRREFITERD 2
of Convertible Bonds AFERE - (46,622,000 (46,622,000
At 30 June 2017 (Unaudited) RZZT—tF A=A
(REER) 159,710,299 16,964,000 176,674,299
Represented by: R%
Current portion (Unaudited) MBI (REEZ) 86,571,941 4,194,000 90,765,941
Non-current portion (Unaudited) FRBHH (REEE) 73,138,358 12,770,000 85,908,358
159,710,299 16,964,000 176,674,299

Interim Report 2017

—E—tFHHRE
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Interim Financial Statements (continueq)

R B4R & P 5 B A R B R ()

For the six months ended 30 June 2017 BE-_ZT—+&,A=1+HINEA
16.  Share Capital 16. B«
Shares: Be
Number of Share
ordinary Issued premium
shares capital account Total
EERYA BRTRA REGEEE 5t
HK$ HK$ HK$
BT BT BT
At 1 January 2017 (Audited) RZT—tF—A—-R(LER) 6,501,415,000 65,014,150 877,633,203 942,647,353
Exercise of warrants TERREE 132,755,454 1,327,555 19,399,371 20,726,926
Lapse of share options BRERH - - 112,000,000 112,000,000
At 30 June 2017 (Unaudited) RIZ—tF A=THCGRESER)  6,634,170,454 66,341,705  1,000,032,574  1,075,374,279

On 15 June 2015, pursuant to a placing agreement dated
26 March 2015, between the Company and a placing agent,
the Company completed a placing of an aggregate of
1,500,000,000 new ordinary shares of HK$0.01 each at a price
of HK$0.26 per share, with grant of 800,000,000 option shares
at an exercise price of HK$0.26 per option share issued to
Sino Merchant Car Rental Limited (the “Connected Placing”).
Sino Merchant Car Rental Limited is the controlling shareholder
which held approximately 67.4% of equity interests of the
Company immediately after the completion of the placing
agreement. During the period, the remaining outstanding
400,000,000 option shares were lapsed upon expiry and the
share option reserve amount of HK$112,000,000 was credited
to the share premium account.

HongDa Financial Holding Limited

R-ZZE—RAFENATHRB  BEAQFELR
ERERZ=ZZE—RAF=A=+~AHILH
BEEHE ARARCRER26BTZE
1% 5 BBt & 4 ££1,500,000,000 A% & B 1 B
0O1B LW LN YIZERBRER
12 0.26 7 7T 2 17 {8 % ! 800,000,000 17 &
BERG BT TERHREERAR([EE
REEE]) EHHAEERAFANERES
WA & BFA AR R4 67.4% I HE A 4%
BEAE E - iAW - & T A& 17 fF 2 400,000,000
REREROKDERIIBERK &8
112,000,000 7T 2 BB IR @ EH 2 5t AR D
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2017

Share Capital (continued)
Warrants:

During the year ended 31 December 2012, the Group issued
unlisted warrants to an independent third party (the “Warrants
Subscriber”) as part of the conditions for the provision of a
loan facility of HK$50 million by the Warrants Subscriber to
the Group for a period of 5 years. The warrants entitle the
Warrants Subscriber to subscribe up to HK$16,807,500 in
aggregate, in cash for ordinary shares of the Company at an
original subscription price of HK$0.27 per share, subject to
adjustments, at any time during the period from 31 October
2012 to 30 October 2017.

Prior to the Connected Placing, as a result of the completion
of several open offers and placings of the Company, the
subscription price of the outstanding warrants was adjusted
to HK$0.12 per share pursuant to the terms of the instrument
relating to the warrants.

During the year ended 31 December 2015, as a result of
the completion of the Connected Placing in June 2015, the
subscription price of the outstanding warrants was further
adjusted to HK$0.11 per share pursuant to the terms of the
instrument relating to the warrants.

On 8 January 2017, 23 February 2017 and 31 March 2017,
132,755,454 warrant shares in aggregate were issued as the
subscription rights attaching to the warrants amounting to
HK$14,603,100 had been exercised at a price of HK$0.11
per warrant share by a warrant subscriber. An amount of
HK$6,123,826 was transferred from the warrant reserve to
share premium account upon the exercise of the warrants.

Interim Report 2017
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Notes to the Condensed Consolidated G ES P EAB SRR @)
Interim Financial Statements (continued)

For the six months ended 30 June 2017 BE_Z—+t&F,A=1+H1LEA
17. Fair Value and Fair Value Hierarchy of Financial 17. BHEIAENDAFERAFEER
Instruments
Below is a summary of significant unobservable inputs to the TRXARZE—ttEXNA=FTHEHEZZE—X
valuation of financial instruments at 30 June 2017 and 31 F+_A=+—HYBILAGKEZERTH
December 2016: BRG ASBEHE
Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
ERE EATUBERAHE 2B/ 5hx ZEEZ AT EZHRE

As at 30 June 2017
R-E-tFxA=1H

Unlisted available-for-sale equity Third party quotation Third party pricing HK$ 5% increase/decrease in
investments E=-FRE information 115,475,248 third party pricing information
FEmA SRR E E=FEREH BT would result in increase/
decrease in fair value by

HK$5,773,762

F=HEREREM/

A 5% BEHATE

B,/ WD 5,773,762 T

Derivative financial instrument of Binomial model Volatility 73% 10% increase/decrease
Acquired Convertible Bond ZIEAER IR in volatility would result
BRERRRES 2 ITESRTIA in increase/decrease

in fair value by
HK$541,000/HK$497,000
RIBIEIN,/ L 10% BEH
ATEEM/ B

541,000/ 7T,/ 497,000 5 7T

Discount rate 3% 1% increase/decrease in
BhIR & discount rate would result in
increase/decrease in fair value

by HK$49,000/HK$52,000

BRI A A 1%

BERATEEM/

4 49,0005 7T,/

52,000 %75
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Notes to the Condensed Consolidated SRS S P EI B R (o)
Interim Financial Statements (continued)

For the six months ended 30 June 2017 BE_Z—+t&F,A=1+H1LEA
17.  Fair Value and Fair Value Hierarchy of Financial 17. HHRIAENAFERLAFEBR(E)

Instruments (continued)

Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
HER % EXTUHERAYE gE/ An=x ZEBZATEZBRE

As at 30 June 2017 (continued)

R-Z—tFXA=+H#E)

Derivative financial instruments of Binomial model Volatility 44-53% 10% increase/decrease
Convertible Bonds ZIEAER L] in volatility would result
AgRESF 2 ITEERIA in increase/decrease

in fair value by
HK$5,231,783/HK$5,281,586
IR, 10% 1B E 5
AFEEN/ B

5,231,783/ T,/5,281,586 /8T

Liquidity spread 7.48% 1% increase/decrease
B EE in liquidity spread would result

in decrease/increase

in fair value by

HK$253,949/HK$260,516

REMEEZEM, WD 1%

WEATERD, ]

2539497571,/

260,516 /870

Discount rate 11% 1% increase/decrease
B & in discount rate would result

in increase/decrease

in fair value by
HK$244,657/HK$255,861
BEIR AN 1%
BERATEREM,/HP
244,657 7,/

255,861/ 7T
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Notes to the Condensed Consolidated G ES P EAB SRR @)
Interim Financial Statements (continued)
For the six months ended 30 June 2017 HEe_Z—+tF - A=THItEA

17. Fair Value and Fair Value Hierarchy of Financial 17. HHRIAENAFERLAFEBR(E)
Instruments (continued)

Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
HER & EXTUHERAYE gE/ an=x ZEBZAVTEZHRE
As at 31 December 2016

RZZB-"E+-A=+-H
Unlisted available-for-sale equity Third party quotation Third party pricing HK$ 5% increase/decrease in
investment E=TRE information 112,000,000 third party pricing information
FEMA L EERRE E=HERER BT would result in increase/
decrease in fair value by
HK$5,600,000
E=HEBEREM/
WD 5% B ERATEEM/
B 5,600,000 7T
Derivative financial instruments of Binomial model Volatility 56-71% 10% increase/decrease
Convertible Bonds ZIEAER b4 in volatility would result in
RREFZITESRIA increase/decrease in fair

value by HK$6,875,047/
HK$7,106,624

IR,/ R 10% KB
AFEEN, 7D 6,875,047
BT,/ 7,106,624 87T

Liquidity spread 7.48% 1% increase/decrease in
et =B liquidity spread would result

in decrease/increase in fair

value by HK$3,777,710/

HK$3,884,924

BB, R 1% 8

BRTERD,/#N38,777,710

BT,/ 3,884,924 7T
Discount rate 12% 1% increase/decrease in
BhIR % discount rate would result

in increase/decrease in fair
value by HK$2,089,532/
HK$2,134,967
BREEEN,/HD 1% HER
AFERD/#M2,089,532
BT,/ 2,134,967 BT
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Notes to the Condensed Consolidated GLEEE SR S E L G )

Interim Financial Statements (continueq)
For the six months ended 30 June 2017 BE-_ZT—+&,A=1+HINEA

17.  Fair Value and Fair Value Hierarchy of Financial 17. BBIANATFERAFEEBR(E)
Instruments (continued)

Fair value hierarchy RFEER

The following tables illustrate the fair value measurement TRINTAEERB LA AP EFEER :
hierarchy of the Group’s financial instruments:

Fair value measurement using

RAUT A EBAYE

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

RERT SN EXTEE ERFTUEE
HwE WARE WARE

(FE—4%) (F=%) (F=%) |
HK$ HK$ HK$ HK$
BT BT BT BT
Assets measured at fair value: AP EFIBHEE :
As at 30 June 2017 RZZ—tF A=1H
Available-for-sale investments: AEHERE -
Unlisted equity investments FEMERKE - — 115,475,248 115,475,248
Derivative financial instrument TESRIA — — 1,513,000 1,513,000
— — 116,988,248 116,988,248
As at 31 December 2016 RZE—X"F+=A=+—AH
Available-for-sale investment: AHEERE
Unlisted equity investment FELEMERRE - — 112,000,000 112,000,000

Liabilities measured at fair value: L AT EBHWEE :

As at 30 June 2017 RZZE—+F A A=1+H

Derivative financial instruments TESBRIA - — 16,964,000 16,964,000
As at 31 December 2016 RZE—X"FE+=A=+—H

Derivative financial instruments TTESRMIA - — 63,586,000 63,586,000
During the period, there were no transfers of fair value HN - BBEERMBEES —REE R
measurements between Level 1 and Level 2 and no transfers ZETEIAAFEAEERE  TEFEE
into or out of Level 3 for both financial assets and financial EMVBABBASBHE=H(ZT—~F
liabilities (31 December 2016: Nil). +=—A=+—H8 &) -
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2017

18.

19.

Events after the reporting period

(i)

(ii)

(i)

On 29 June 2017, a wholly-owned subsidiary of the
Company has entered into an investment agreement
with Zuoshishi Technology Service (Beijing) Company
Limited to invest in cash for its approximately 11%
enlarged registered share capital. The investment
was completed on 1 August 2017. Please refer to the
announcement of the Company dated 29 June 2017.

On 6 July 2017, the Company has applied to subscribe
for the fund interest in Honghua Investment Fund
Limited (the “Fund”) at the subscription amount of
HK$200,000,000. The Fund is managed by the Fund
manager with the objective of achieving stable capital
appreciation for its shareholders. Please refer to the
announcement of the Company dated 6 July 2017.

On 22 August 2017, the Company entered into the
subscription agreement with the subscriber pursuant
to which the subscriber has conditionally agreed to
subscribe in cash for the convertible bonds in an
aggregate principal amount of HK$200,000,000.
Based on the initial conversion price of HK$0.35 per
conversion share, 571,428,571 conversion shares will
be allotted and issued upon exercise of the conversion
rights attaching to the convertible bonds in full, which
represent (i) approximately 8.61% of the issued share
capital of the Company as at the date of this report;
and (ii) approximately 7.93% of the issued share capital
of the Company as enlarged by the allotment and
issue of the conversion shares. Please refer to the
announcement of the Company dated 22 August 2017.

Approval of The Unaudited Condensed Consolidated

Financial Statements

These unaudited condensed consolidated financial statements

are approved and authorised for issue by the Board on 25

August 2017.

HongDa Financial Holding Limited
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(ii)

(i)

RZZE—tFRNRAZTHIAB AR
ZEEMB AR EMEENKRE
(AR ER AR LHEE W H - AR
ERBEBEARZLO 11%BERAE - F
FIREAEER-_T—tFN\A—A%
B HEREL2RARARAN T L5
RNAZTABRZASE -

RZZ—+FtANE  KAREIHF
LA 200,000,000 7T 2 RfE & FER
Honghua Investment Fund Limited
EenEx(E€]) E€AES
ERAEE  BEERERREREE
BEAEE- - FBEF2RARFAN_Z
—tFEARBZRE -

R-_Z—+tENA=-+=-H "  AAQ7]
HRE AT RERE o B RE
ABBRHERENRSREBEACRES
200,000,000/ 7T 2 Al A RR & 5 © 1R
BYRERESRKRBERKRARMDO0.35%8
JC - BB TE AR E A 2
R - f5RC 3 &3 1T571,428,571
BB D - 15 () R ARE BEIAR
BB BITRAL8.61% K (i) & 2
BERBETHREROFAIBAZARAE
BITRALNT7.983%  FBERELARN
NEM_E—+tFNAZ+ZHZA
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