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Financial Highlights

January-June

Increase/decrease
of the period as

January-June compared to that of

Item 2019 2018 last year
(Unaudited) (Unaudited)
Operating Results (RMB’000)
Revenue and other incomes! 169,612 227,848 -25.56%
Profit before income tax 47,276 115,053 -58.91%
Profit for the period — Attributable to the 35,392 88,443 -59.98%
Company’s Shareholders
Net cash from operating activities 379,030 48,138 687.38%
Earnings per Share (RMB/Share)
Basic earnings per Share 0.04 0.09 -55.56%
Diluted earnings per Share 0.04 0.09 -55.56%
Profitability Indexes
Weighted average return on net asset® 1.61% 4.08%  Decreased by 2.47
percentage points
Increase/decrease
at the end
of the period
as compared to
As at As at that of the end of
Item 30 June 2019 31 December 2018 last year
(Unaudited) (Audited)
Scale Indexes (RMB’000)
Total assets 9,540,446 7,900,430 20.76%
Total liabilities 7,329,871 5,667,104 29.34%
Accounts payable to brokerage clients 6,694,642 5,312,076 26.03%
Equity attributable to the Company’s Shareholders 2,188,622 2,208,442 -0.90%
Total Share Capital (in thousands) 1,001,900 1,001,900 -
Net asset per Share attributable to the Company’s
Shareholders (RMB/Share) 2.18 2.20 -0.91%
Gearing ratio® 22.32% 13.72% Increased by 8.60

percentage points

M

@

Revenue and other incomes = Operating income + Other net gains

Weighted average return on net asset = Profit for the period attributable to the Company’s Shareholders/Average remaining balance of total equity

attributable to the Company’s Shareholders as at the beginning and the end of the period

Gearing ratio = (Total liabilities — Accounts payable to brokerage clients)/(Total assets — Accounts payable to brokerage clients)

LUZHENG FUTURES Company Limited



Financial Highlights

Profit for the period -

Attributable to the Company’s Weighted average return on
Revenue and other incomes Shareholders net asset
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Financial Highlights

The financial information of the Group for the six months ended 30 June 2019 was extracted from pages 31 to 94 to this
report, which set forth details of the basis of presentation for the unaudited consolidated financial statements. The financial

statements of the Group for the six months ended 30 June 2019 were unaudited.

NET CAPITAL AND RELEVANT CONTROL INDEXES OF THE
COMPANY AS AT 30 JUNE 2019

As at Regulatory

Name of index 30 June 2019 Standards
(Unaudited)

Net capital (RMB’000) 1,179,628.69 30,000
Ratio between net capital and total risk capital reserves 576.76% 100.00%
Ratio between net capital and net asset 57.11% 20.00%
Ratio between current assets and current liabilities 610.02% 100.00%
Ratio between liabilities and net assets 12.78% 150.00%
Clearing settlement funds (RMB’000) 837,101.87 12,000

Note: As at 30 June 2019, net capital of the Company amounted to RMB1,180 million. During the Reporting Period, various risk management indexes of the
Company, including net capital, are in compliance with the relevant requirements set out in the “Administrative Measures on Futures Company’s Regulatory

Risk Management Index Scheme” ((Hi & X 7] & b B & 45 12 & 32 #)t /%)) of the CSRC.

I - LUZHENG FUTURES Company Limited



Management Discussion and Analysis

. MARKET REVIEW

(i)

Scales of Trading and Deposits

During the Reporting Period, the total trading volume in the national futures market was 1.735 billion board
lots (all of the followings are per side), representing a year-on-year increase of 23.47% with a total turnover of
RMB128.56 trillion, representing a year-on-year increase of 33.79%, among which, the total trading volume of
commodity futures was 1.703 billion board lots, representing a year-on-year increase of 22.18% with a total
turnover of RMB96.18 trillion, representing a year-on-year increase of 13.75%. The total trading volume of stock
index futures was 32.0650 million board lots, representing a year-on-year increase of 181.66% with a total

turnover of RMB32.38 trillion, representing a year-on-year increase of 180.65%.
Performance of Products

The price trends as shown in the domestic futures market during the Reporting Period are set out as follows:
1. Performance of agricultural products futures

During the Reporting Period, agricultural products futures basically revolved around the main line of
the Sino-US trade war. Due to the escalation of the trade war, the prospect for cotton demand was
pessimistic, and the prices of cotton futures fell sharply in the first half of 2019; on the other side, the
prices of grease and soybean meals futures moved upward in volatility due to tariff concerns and import
restrictions; and the newly listed Chinese jujube futures experienced a period of mild bullish movements

due to support at historical low prices and the impact of the weather in the production area.
2. Performance of metal futures

During the Reporting Period, prices of metal futures fluctuated violently as they were affected by the
falling demand and environmental protection policies. In terms of ferrous metals, in the first half of the
year, the prices of iron ores rose sharply and hit the highest point within five years because the supply
of iron ore was limited by disturbances such as the Brazilian mine disaster and the strike in the ports
of Australia, while the domestic demand for iron ore remained strong. Due to the rising costs and
the restriction on production, the prices of steel futures moved upward in volatility but ended with a
moderate increase. In terms of non-ferrous metals, due to the weak demand and the reduced supply,
prices of copper futures moved downward in volatility on the whole; and zinc became the weakest
non-ferrous metal variety in the first half of the year due to the automobile industry’s sluggishness and

recovery in the supply.
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Management Discussion and Analysis

I

(iii)

3. Performance of energy and chemicals futures

During the Reporting Period, the prices of international crude oil fluctuated violently due to tensions in
the Middle East and the poor prospect of global economic growth. The overall trend of the prices of
chemicals futures was downward in volatility due to fluctuations in cost and the weak demand. However,
due to lower-than-expected demand and capacity expansion, the general prices fluctuated within a
narrow range. Among them, natural rubber and methanol were the weakest due to the most prominent
conflict of strong supply and weak demand; other energy and chemicals futures varieties followed the

broad market’s fluctuation due to insufficient hot spots.
4, Performance of financial futures

During the Reporting Period, China’s stock index futures market followed the trend of the A-share
market, which fell sharply after a rally. As a result of the drastic fluctuation, the investors’ demand for
asset allocation to stock index futures and demand for hedging increased significantly. On 3 December
2018 and 22 April 2019, China Financial Futures Exchange relaxed restrictions on the stock index
futures twice, which greatly improved the liquidity of the stock index futures market. Both the trading
volume and turnover of stock index futures increased significantly year-on-year. China’s market interest
rates continued to decline, and the five-year treasury bonds’ yield to maturity was approaching 3%. As a

result, prices of the treasury bond futures rallied after falling, continuing the bull since 2018.

Development of the Industry

Firstly, the pace of the institution of “Futures Law” has accelerated. On 15 February 2019, the CSRC solicited
public comments on the “Provision of Iltem 5, Paragraph 1 of Article 70 of the Administrative Regulations of
Futures Trading” KB A(HIE R 5 E R K HDE £ 168 — X E A IB B E)), in order to regulate the
development of the futures market, accurately combat the manipulation of the futures market, maintain futures
market order, and prevent risks; meanwhile, the CSRC issued the revised “Provisions on the Category-based
Regulation of Futures Companies” ((El & A 7] 9 #8 8 & #i £ )), which was revised in terms of optimizing
bonus points, adjusting deduction points, and improving evaluation procedures. On the same day, China
Futures Association issued the “Guidelines for the Pilot Business of Risk Management Companies of
Futures Companies” ((EF & 2 7] A & & 2 2 7 2 7% & & 15 51)) to further standardize the innovation and
development of the futures industry, and better guide futures companies to set up subsidiaries to conduct
business pilot projects focused on risk management services. On 4 June 2019, the CSRC officially issued the
“Measures for the Supervision and Administration of Futures Companies” ((Hi & A &) B5 B & I #1%)). After
the institution of the “Futures Law”, the supervision of the futures market will be more standard, which also

imposes more stringent requirements on compliance management work of futures companies.

LUZHENG FUTURES Company Limited



Management Discussion and Analysis

Secondly, the first domestic dried fruit futures, i.e. Chinese jujube futures, was listed. The launch of Chinese
jujube futures will help to form a continuous and transparent futures price, which can provide pricing and
hedging tools for Chinese jujube enterprises and a majority of jujube farmers, promote the healthy development
of Chinese jujube industry, and guide Chinese jujube enterprises to improve production and management
methods by reasonably setting delivery and quality Chinese standards, improve the standardization level and
added value of products, fully reflect the value of Chinese jujube, and promote the transformation and upgrading

of Chinese jujube industry.

GENERAL OPERATING RESULTS

During the Reporting Period, the Group realized operating income of RMB170.24 million and profit for the period
attributable to the Company’s shareholders of RMB35.392 million, representing a decrease of 24.45% and 59.98%
as compared with RMB225.327 million and RMB88.443 million in the same period of last year, respectively. Such
decrease in business performance was mainly due to the following factors: (i) the downward adjustment of market
interest rates and the changes in the fee cut policies of the exchanges for the six months ended 30 June 2019, resulting
in a significant decline in the income of futures companies. Meanwhile, due to the restrictions on the basic resources of
the exchanges’ programmatic trading, the volume of the Company’s programmatic trading has shrunk significantly as
compared with last year, resulting in further decline in the income; (ii) a significant swing in the Company’s investment
income as a result of the changes in the fair value of the financial instruments held by the Company; and (iii) in response
to the internationalization of the futures market of the Mainland China, the Company has been actively expanding its

international footprints, and new establishments have increased the operating costs in the short term.

As of 30 June 2019, the total assets of the Group were RMB9.54 billion, representing an increase of 20.76%
as compared with RMB7.9 billion as at the end of 2018. The total liabilities of the Group were RMB7.33 billion,
representing an increase of 29.34% as compared with RMB5.667 billion as at the end of 2018. The net assets
attributable to Shareholders of the Company were RMB2.189 billion, representing a decrease of 0.90% as compared
with RMB2.208 billion as at the end of 2018. The Group’s gearing ratio (both total assets and total liabilities have
deducted accounts payable to brokerage customers) was 22.32%, representing an increase of 8.60 percentage points
as compared with the end of 2018. During the Reporting Period, the Group’s assets were good in quality and its

financial position was healthy.

ANALYSIS OF PRINCIPAL BUSINESS

The main businesses of the Group include futures and options brokerage, futures asset management, commodity

trading and risk management, settlement and clearing, and bulk commodity market research consulting business.

During the Reporting Period, the Group started from “integration of brokerage business and other businesses,
integration of business development and compliance risk control, and integration of management work and construction
work of the Communist Party of China” according to the latest developments in industry supervision and combined with
the latest situation of industry development, to further enhance professional ability, improve business performance, and

promote various tasks for the realization of the Group’s goals for development in the year.
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Management Discussion and Analysis

.

Futures and Options Brokerage Business

During the Reporting Period, the Group recorded brokerage business revenue of RMB120.547 million,
representing a decrease of 15.95% year-on-year; the total turnover reached RMB2.77 trillion, representing
a decrease of 32.44% year-on-year. The average daily interests achieved was RMB6,403 million, including
the futures interests of RMB6,237 million, and the stock option interests of RMB166 million, representing an
increase of 0.45% year-on-year; the market share in trading amounts of futures was 1.08%, representing a

decrease of 1.05 percentage points.

Equity scale reflects the clients’ assets scale held by a futures company, which guarantees revenue for the
brokerage business and provides market foundation for innovative businesses. During the Reporting Period, the
client interests of the Company increased from RMB5,528 million as at the end of 2018 to RMB7,156 million as

at the end of June 2019, representing an increase of 29.45%.

During the Reporting Period, the Company continued exploring corporate clients and professional investors.
Although they have generally lower trading frequency, corporate clients and professional investors maintain a
higher level of account balance as compared with those of retail clients, and they have greater personalized
demand for value-added services which mainly focus on commodity trading and risk management. As the
Company strived to keep providing high quality services to institutional clients, the interests of institutional
clients (including special legal person clients) reached RMB3,748 million, accounting for 52.38% of the total
client interests of the Company of RMB7,156 million as at 30 June 2019, a slight decrease as compared with

that in the same period last year.

The Company kept focusing on marketing and promoting account opening on the Internet. During the Reporting
Period, the quantity of accounts opened on the Internet kept increasing. The number of client accounts
opened on the Internet amounted to 2,098, representing 98% of the total 2,135 new clients of the Company
(excluding special legal person and institutional clients) (the “Internet Account Opening Ratio”), increasing by 1

percentage point as compared with the Internet Account Opening Ratio of 97% in the same period of last year.

During the Reporting Period, the Company facilitated the development of futures and options brokerage
business by implementing effective measures in the optimization of branches, preparation of new varieties and
new businesses, promotion of business synergies, strengthening internal control management and improvement

of support capabilities in the middle and back offices.

LUZHENG FUTURES Company Limited
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(ii) Futures Asset Management Business

During the Reporting Period, the Group’s operating income from asset management business was RMB0.29

million, decreasing by RMB3.21 million as compared with RMB3.50 million in the same period of last year.

During the Reporting Period, the Company did not introduce new asset management schemes. As of 30 June

2019, the total assets under the Company’s management amounted to RMB91 million.

During the Reporting Period, the Company focused on improving its risk control capability and establishing
the risk control systems and processes. The Company regressed its asset management business to active
management as its nature, insisting on the highest priority of compliance and risk control, and refraining from

non-compliant businesses with uncontrollable risks.
(iii) Commodity Trading and Risk Management Business

During the Reporting Period, the Group’s profit before income tax from commodities trading and risk

management business was RMB11.92 million, representing a year-on-year decrease of RMB9.062 million.

During the Reporting Period, the Group continued to develop the commodities trading and risk management
business through Luzheng Trading, which includes warehouse receipt services, hedging cooperation business,
commodity trading, over-the-counter (“OTC”) derivatives trading and option market maker business, primarily

engaged in inventory management and risk management of commodity prices for clients.

In terms of commodity trading, the Group actively conducted commodity trading in multiple industry chains,
concentrating the Company’s capital, manpower and other resources on the development of the Company’s
dominant varieties, with a focus on grains, grease and lubricants, ferrous metals and others in the various
industrial chains. The purchase and sale amount of the physical commodities amounted to RMB1,200 million.
The Group’s hedging and arbitrage positions totaled to 890,200 lots, with a turnover of RMB43.944 billion. In
order to strengthen the risk management of the physical commodities, in addition to the on-exchange futures,
options and OTC option hedging protection, the Group actively tried to hedge the risk through the electronic
trading platforms for physical commodities such as the Group’s associated company Rizhao Board of Trade
Co., Ltd. (BB A RE MR S F O AR A A, with a transaction amount of RMB18 million. As a result of
deepening into the terminal of the industrial chain, the market channels of the Group were further expanded, the
number of clients was further increased, the market influence was further strengthened, which provided better

support to other businesses of the Group.
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(iv)

In terms of OTC derivatives business, the Group entered into master agreements with more than 400 enterprises
and institutions for its OTC derivatives business, which further expanded its business scope and diversified its
business. The master agreements covered products including rebar, hot rolled coil, iron ore, soybean and corn,

etc., achieved a nominal amount of RMB40.6 billion.

In terms of market making business, the Group obtained the cotton option market maker qualification
of Zhengzhou Commodity Exchange, the soybean and corn futures market maker qualification of Dalian
Commodity Exchange, the cotton and white sugar futures market maker qualification of Zhengzhou Commodity
Exchange and the silver futures market maker qualification of Shanghai Futures Exchange, which further

enriched its market making varieties and enhanced its market making ability.

Settlement and Clearing and Bulk Commodity Market Research Consulting Business

During the Reporting Period, the Group actively promoted the four major segments, namely “Trading Market
Registration and Settlement, OTC Quotation and Clearing, Information Technology Services and Bulk
Commodity Market Research and Consulting” through Lu Clearing, to create a new business development

model.

In terms of Trading Market Registration and Settlement, firstly, according to the requirements of the regulatory
authorities, Lu Clearing connected to three trading markets and completed accesses to 14 trading markets.
Secondly, it effectively carried out statistical monitoring of the trading markets, developed and launched unified
data reporting system and built a big data analysis center. Thirdly, it achieved results in the fee-collection on the

trading markets, achieving the revenue from its core business.

In terms of OTC Quotation and Clearing, the Group conscientiously implemented the requirements of the
replacement of old drivers with new drivers in Shandong Province, created an OTC quotation and clearing
platform, actively developed futures company risk management subsidiary membership system, provided OTC
option quotation and clearing services, as well as expanded OTC physical commodity business leveraging on its
OTC quotation and clearing platform, and signed membership agreements with entities to provide registration,
settlement and other services. At the same time, the Group actively promoted the construction of systems
for the second phase of the OTC platform, continuously improved the system functions, provided funds
supervision, registration and clearing services for physical commodity enterprises, and expanded the new model

of serving the real economy.

In terms of Information Technology Services, the Group thoroughly implemented the concept of integration of
finance and technology development, and made breakthroughs in the construction of information technology
services, providing customized system software development for the Shandong Province’s bulk commodity

trading market which opened up a new channel for generating business revenue.

LUZHENG FUTURES Company Limited
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In terms of Bulk Commodity Market Research and Consulting, the Group further developed the bulk commodity
trading market, actively cooperated with the intra-provincial trading markets, conducted cooperation and
exploration in supply chain finance, warehouse receipt supervision, variety selection, and trading model research
and development and provided research and demonstration as well as consultancy and guidance services to

help the trading market grow and develop.

IV. PROSPECTS AND FUTURE PLANS

(i) Market Analysis

The development of China’s economy has stepped into a new normal, and the industrial transformation and
upgrade have become imminent. Domestic economy development and industrial upgrade as well as cooperation
and competition of international trade have put forward higher demand on developing multi-level, diversified and

multi-type financial services.

The listing of China’s traded options and the rapid development of OTC options will help to improve the price
identification function of the futures market and provide a new risk management tool for serving agriculture,
rural areas and farmers and other real economies by futures. Meanwhile, it will also facilitate the innovation and
development of futures companies and continuously enhance the ability of the futures market to serve the real

economy.

The “futures + insurance” business model is an approach featuring Win-Win to explore a new direction of
development for increasing the income of farmers, keeping stable operation of rural cooperatives and acquiring
reasonable profit by financial institutions. The “Central Document No. 1” has included market development and
innovative services of agricultural derivatives, which indicates that the further development of the agricultural
derivatives market and full display of its role will be one of the driving factors for China to promote the
agricultural supply-side structural reform and facilitate agricultural modernization construction under the new
environment of development. Taking futures price as the pricing basis for agricultural insurance could solve the
difficulties in pricing insurance products, enhance the scientificity and reasonableness of insurance products as

well as practically safeguard farmers’ income.

interim Report 2019 13 |||



Management Discussion and Analysis

I

The development of innovative businesses such as OTC options, asset management and risk management
marks that the futures industry has gradually shifted towards a pattern based on professional competence,
coordinated development of multiple businesses as well as a more diversified business model. The competition
of traditional agency businesses intensified, followed by the gradual decline in the proportion of its revenue and

the gradual increase in the proportion of revenue from innovative businesses.

Along with the internationalization of Renminbi, the market-oriented pricing of the interest rate and exchange
rate and the further opening of the domestic capital market, the futures operators of Mainland China will
accelerate the pace of development of the international business. The broad development prospects of the
futures industry propose new requirements on the scales of invested capital of futures operators. The capability
of capital replenishment has become an important factor affecting the futures operators’ core competitiveness.

The futures market will continue the boom of listing as well as mergers and acquisitions.

Development Plan

The Group will firmly grasp the existing edges with the first duty of “serving real economy” aiming to “establish
itself as an industry-leading integrated financial services provider focusing on risk management” and further

promote the rapid development and transformation and upgrade of the Group.

In the second half of 2019, the Group will further enhance its efforts in the following five aspects: firstly,
completing work on time and in volume according to the work plan and work tasks specified at the beginning
of 2019; secondly, continuing to improve the compliance and risk management in response to more stringent
requirements imposed by the market and regulatory authorities on futures companies’ compliance and risk
control capabilities; thirdly, taking multiple measures to stop the decline of brokerage business, and insisting on
the idea that brokerage business is the main source of revenue and the cornerstone of business transformation
and upgrading; fourthly, always keeping its employees alarmed to prevent and control the risk of OTC business,
understanding the intention of supervision and legislation, clarifying which can be done, and strictly prohibiting
the business that can’t be done; fifthly, remembering the original purpose and mission, and treating futures
what they should be in nature, which is not only the business guiding ideology, but also the most fundamental

measure to prevent and control the operational risks.

LUZHENG FUTURES Company Limited
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

As of 30 June 2019, the equity attributable to the Company’s Shareholders were RMB2,189 million, decreasing by
0.86% from RMB2,208 million as at the end of 2018, which was mainly attributable to a decrease in the profits and
distribution of dividends during the Reporting Period.

During the Reporting Period, the Group’s asset increased and maintained sound asset quality and liquidity. As of 30
June 2019, the Group’s total assets after deducting accounts payable to brokerage clients reached RMB2,846 million,
increasing by 9.97% as compared with RMB2,588 million as at the end of 2018, among which, funds deposited with
the China Futures Exchange accounted for 48.14%; cash and bank balance accounted for 21.36%; investment assets
(including investments in associates and financial assets, especially investment in financial assets with strong liquidity)

accounted for 19.64%; and the property and equipment and intangible assets accounted for 1.97%.

The total gearing ratio of the Group remained at a relatively low level. As at the end of the Reporting Period, the gearing
ratio of the Group (total assets and total liabilities less accounts payable to brokerage clients) was 22.32%, increasing
by 8.6 percentage points as compared with that as at the end of 2018. The Group’s operating leverage (the total
assets less accounts payable to brokerage clients/equity attributable to the Company’s Shareholders) was 1.3 times,
increasing by approximately 11.11% as compared with 1.17 times as at the end of 2018. As of 30 June 2019, the
Group’s total liabilities were RMB7,330 million, among which, RMB6,695 million was accounts payable to brokerage
clients. The remaining liabilities (net of accounts payable to brokerage clients) were RMB635 million, of which derivative
financial liabilities were RMB248 million, RMB169 million was payable to OTC option customers, RMB55 million was for
dividends payable, RMB30 million was payable to specific holders of consolidated structured entities, RMB17 million
was payable to clients for cooperative hedging business and RMB8 million for advance received for physical commodity
trading. The Group has sufficient ability to repay the aforementioned liabilities. During the Reporting Period, the aging
analysis of accounts payable was not applicable to the Group. As at 30 June 2019, the total equity attributable to the
Company’s Shareholders was RMB2,189 million, of which share capital was RMB1,001.9 million, share premium was

RMB651 million and retained earnings were RMB292 million.

The Company dynamically monitors the net capital regulatory indicators on real time basis. A simulation test and stress
test will be done on regulatory indicators such as net capital before any material capital investment is made to ensure

the Company’s ongoing compliance in terms of regulatory indicators.
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VI.

.

After taking into consideration of the available financial resources, including cash flow from operating activities, the
Group has enough working capital to meet the capital demand for its business development. During the Reporting
Period, the Company did not charge any of its assets.

The foreign currency assets and liabilities held by the Group are not material as compared with the total assets and
total liabilities. In terms of the Group’s revenue structure, a majority of the business transactions are denominated
in Renminbi, and the proportion of income from foreign currency transaction is not significant. Therefore, the Group

considers that its risk of exchange rate changes is immaterial. The Group does not use any derivative financial

instruments to hedge the risk of exchange rate changes for now.

MATERIAL FINANCING OF THE COMPANY
()  Equity Financing

The Company did not conduct any equity financing during the Reporting Period.
(i) Bond Financing

The Company did not conduct any bond financing during the Reporting Period.
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VII. MATERIAL INVESTMENTS DURING THE REPORTING PERIOD

(i) Use of Proceeds

The funds raised by the Company were used according to “Future Plans and Use of Proceeds” of the

Prospectus before the announcement of the Company dated 13 April 2018, as follows:

Unit: RMB’000
Invested
amount of Actual
funds raised accumulated
during invested
Change of the Reporting amount of
Name of committed projects projects Period funds raised Percentage
To establish “light branches” and ~ No 0 1,187.719 0.18%
recruit personnel
To contribute additional capital No 50,000 230,000 35.58%
to Luzheng Trading
To invest information technology No 7,272.247 36,005.273 5.57%
To supplement working capital No 0 64,600 10%

The Board of the Company approved the following resolutions on 13 April 2018: 35% of the first net proceeds

raised in “Future Plans and Use of Proceeds” of the Prospectus were changed to “be used for working capital

and general corporate purposes”; 15% of the third net proceeds were changed to “contribute additional

capital to Luzheng Trading for expanding commodity trading and risk management business so as to achieve

economies of scale and improve profitability of such business”.
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Therefore, during the Reporting Period, the funds raised by the Company were used according to “Future

Plans and Use of Proceeds” of the Prospectus and the announcement of the Company dated 13 April 2018, as

follows:

Unit: RMB’000
Invested
amount of Actual
funds raised  accumulated
during invested
Change of the Reporting amount of Net
Name of committed projects projects Period funds raised Percentage proceeds
To establish “light branches” and ~ Yes 0 1,137.719 0.18% 0
recruit personnel
To contribute additional capital No 89,000 319,000 49.34% 559.35
to Luzheng Trading
To invest information technology ~ Yes 0 36,005.273 5.57% 0
To supplement working capital No 0 289,778.79 44.82% 0

(ii) Progress of Investments in Subsidiaries and Joint Stock Companies

The Company made a capital contribution of RMB200 million to Luzheng Trading on 8 March 2019.
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VIIILACQUISITION AND DISPOSAL OF MATERIAL ASSETS,
EXTERNAL GUARANTEE, MORTGAGE, PLEDGE AND
MATERIAL CONTINGENT LIABILITIES

During the Reporting Period, there was neither acquisition, disposal or replacement of the Group’s material assets or
business merger, nor any major off-balance-sheet items such as major external guarantee, mortgage, pledge, etc., that
affected the Group’s financial position and operating results. Details of contingent liabilities are set out in Note 37 to the

interim condensed financial information of this report.

IX. EMPLOYEES, REMUNERATION POLICIES AND TRAINING

As at the end of the Reporting Period, the Group had a total of 548 employees. For the six months ended 30 June
2019, the cost of employees of the Group amounted to approximately RMB69,669.00 thousand, details of which are

set out in Note 10 to the interim condensed financial information of this report.

The Group established a remuneration system with different sequencing management, incentives and constraints
linked to performance assessment and well balance of external competitiveness and internal fairness. It established
the corresponding remuneration incentive policies for different talents. Under a strict performance assessment
mechanism, it also increased incentives for excellent employees, which inspired the enthusiasm of the staffs and
continuously improved the Group’s operating results. The remuneration of the employees of the Group consists of
four parts including basic salary, performance wage, bonus and benefits. The Group enters into employment contracts
with each employee to establish employment relationships with them according to applicable laws and regulations of
the PRC. The Group provides each employee with various social insurances (pension insurance, medical insurance,
unemployment insurance, work-related injury insurance and maternity insurance) and housing provident fund and
makes prompt and full payments of the above social insurances and housing provident fund according to the PRC laws

and regulations.

The Group designed specific training programs for all business lines and strengthened training programs to provide
regular and continual training for its employees. The Group sticks to the principles of combining knowledge training
and practical training, reasonably allocating training resources and continuously increasing training to improve training
results. During the Reporting Period, the Group organized a series of trainings on new varieties such as cotton yarn
futures, Chinese jujube futures, corn futures, soybean futures and existing varieties, business line trainings such as
OTC derivatives business, risk management subsidiary business, Hong Kong subsidiary business and Swiss subsidiary
business, business support trainings such as information technology, investor appropriateness, etc., and a series of
trainings such as work integrity, marketing skills improvement, talent management skills improvement and systems and

rules of the Company.
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X. RISK MANAGEMENT

- -

(i)

Major Risks Affecting the Group’s Operation and the Responsive Measures

Major risks affecting the Group’s operation include credit risk, market risk, liquidity risk, compliance risk,

operational risk and reputational risk.

Credit Risk

Credit risk refers to the risk resulting from the failure of a debtor or counterparty to timely perform its
contractual obligations. The Group’s credit risk mainly comes from commodity trading, risk management

business and futures brokerage business.

For credit risks related to the Group’s commodity trading and risk management business, the Group
has established a client credit evaluation system and assessed the creditworthiness of the Group’s
existing and prospective clients based on the Group’s onsite investigation and independent third-party
investigation, and adjusts the credit ratings of the Group’s clients on a continuous basis. The Group
determines whether to enter into a contract with a prospective client and specific forms of trading based

on the client’s credit evaluation results in order to prevent default risk.

For credit risks related to the Group’s futures brokerage business, the Group conducts risk rating on
the Group’s clients based on their assets, professional knowledge on futures, trading experiences,
risk appetite and risk tolerance, and provides appropriate services to its clients and implements
corresponding risk management measures accordingly. Meanwhile, the Group requires its clients to
maintain higher margin deposits than those required by the China Futures Exchange. Clients are required
to replenish their margin deposits within a specific period of time if such margin deposits fall short,
otherwise, the Company will close out the position. The Company pays attention to the clients’ risk level
of their margin deposits through the Company’s self-developed risk management system and thus could
effectively focus on high-risk clients. At the same time, the futures exchanges in the PRC impose the
daily price up and down limit, which also effectively limits the risk exposure of the Company’s clients and
the Company.

Market Risk

Market risk refers to the risk of loss or decrease in the Group’s income resulting from the changes in
the market which are different from the Group’s expectations, including the risk of price fluctuation in

equity-based assets and interest rate risk.
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To maximize the reduction of market risk, the Group has adopted the following measures:

(1) establishing a systematic investment mechanism, under which the Group’s research team
provides investment recommendations and the Group’s operation team provides market

guidance to the research team;

2) requiring the Group’s operation team to submit an application to the Group’s management
before every transaction, with details on possible market risks, consequences and maximum risk

tolerance level as well as the nature of the proposed transaction; and

3) evaluating the Group’s risk exposure by quantitative measures, and utilizing risk control measures
such as hedging and stop-loss to mitigate the damages when the market conditions deviate from

the Group’s expectations.
Liquidity Risk

Liquidity risk refers to the risk of whether the assets can be liquidated to repay debts in a foreseeable

period before value depreciation of the assets.

For liquidity risk, the Group has adopted the following measures: (1) strengthening the real-time
monitoring and management of large amounts of funds in order to achieve centralized fund allocation
and coordinated liquidity risk management; (2) establishing a risk evaluation and monitor system on net
capital; (3) conducting comprehensive or special stress tests on the risk control indexes on a regular
or ad hoc basis and conducting sensitivity analysis before making any significant business decisions,
such as significant business expansion and large assets acquisition, which could affect the risk control
indexes; and (4) selecting those commodities that are more actively traded for commodity trading and
risk management business, or selecting the contracts with the largest or second-largest open interest

among similar futures contracts in futures trading.
Compliance Risk

Compliance risk refers to the risk of being subject to legal sanctions, regulatory measures, self-discipline
penalties and loss of property or reputation due to the futures company’s business activities or

employees’ conduct in violation of the relevant laws, regulations or rules.
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-

In response to compliance risk, the Group has built up a comprehensive compliance management and
organization system; appointed a chief risk officer; established the compliance department and the
audit department with full-time compliance management staff; and conducted supervision and control
on the business overall compliance through means such as compliance review, compliance training,
compliance consultation and internal audit, etc., to consistently improve the Company’s internal control

system.

Operational Risk

Operational risk refers to the risk of financial loss resulting from the improper operation in transactional
processes or the management system. To minimize the operational risk, the Group (1) implements strict
operation control mechanisms to reduce the risks of technical irregularities or human errors and enhance
the efficiency and capability of operational risk management; (2) regularly conducts internal audit and
evaluates the efficiency and capability of operational risk management; and (3) sets aside 5% of its net

commission and service charge income of futures brokerage business as risk reserve fund each month.

Reputational Risk

Reputational risk refers to the risk that the Company’s operations, management and other actions
or external events result in a negative evaluation of the Company by the stakeholders. It is possible
to involve the Company in costly litigation cases and result in loss of revenues, customers or key

employees.

In order to cope with reputational risks, the Group always strives to protect the legitimate rights and
interests of customers and investors, ensure timely handling of various complaints and disputes,
continue to pay attention to negative information related to the Group, and collect early reputation risk
warning information from various channels. At the same time, the Group establishes a good internal
reputation risk management system, to further improve the incentive and restraint mechanism and

reduce the possibility of damage to the Group’s reputation.

(ii) Risk Management Measures Adopted or to be Adopted by the Group

1.

Having established a four-level risk management structure

The Group has set up a four-level risk management structure: the first level comprises the Board and the
Supervisory Committee; the second level comprises the risk control committee, the Audit Committee,
the asset management investment decision committee and treasury operations investment decision
committee; the third level is the pre-, on-going and post-risk management systems set up by the
compliance department and the audit department; and the fourth level is the frontline operational risk

management system at the Group’s business departments and branches.
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Consistently improving the corporate governance structure

The Group consistently normalizes the operation of the general meeting to ensure that all Shareholders,
especially minority Shareholders, can enjoy equal positions and protect the interest of minority
Shareholders. It normalizes and improves the operation of the Board and gives full play to all Board
committees and independent non-executive Directors. It gives full play to the monitoring role of the

Supervisory Committee on the Board and management.

Consistently improving the overall risk management system

The Group sticks to the principle of implementing a risk management system covering all departments of
the Company, all business processes and the whole process of each business to consistently improve
the Company’s internal control and risk management system, continuously strengthen the identification
and control of pre- and on-going risks, consistently enhance the ability to identify and prevent risks of all
employees, strengthen the risk awareness of all employees, foster an excellent risk management culture

and ensure the realization of the overall target of the Group in risk management.

Orderly advancing the conducting of innovative businesses and further improving the risk
management mechanism in innovative businesses

The compliance department of the Group has been actively participating in the preparatory process
of innovative businesses, including participating in the preparation of all systems and processes, the
establishment of the risk management system, and the establishment of the systems, processes,
positions and response mechanisms of innovative businesses. It pushes ahead the implementation of all
systems, processes and the risk management principles through the appraisal and approval beforehand,
the independent supervision during the process and the internal audit of the audit department to

conduct risk management throughout the whole process of various innovative businesses.

Consistently improving the credit risk management capability in commodity trading and risk

management business

With the continuous expansion of the scope of commodity trading and risk management business
and the increase of clients under cooperation, the Group will consistently improve due diligence and
classified management on clients and implement a system of due diligence and classified management
on clients which matches the positioning and business model of the Group. It will promote the principle
of “know your clients”, consistently improve the credit risk management capability and conduct credit

risk appraisal on clients to control the credit risks of clients.

interim Report 2019 23 ||



Corporate Governance

The Company is committed to enhancing corporate governance standard and regards it as an indispensable part to
creating values for Shareholders. The Company has established an effectively balanced and independently operated modern
corporate governance structure which comprises a number of bodies including the general meetings, the Board of Directors,
the Supervisory Committee and the senior management with reference to the code provisions as set out in the Corporate
Governance Code. Riding on this structure, each operating unit is able to perform its duties under respective terms of
reference, which ensures standardized operation of the Company. The Company has also adopted the Corporate Governance

Code as its own corporate governance practices.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

During the Reporting Period, save for the code provision A.4.2, the Company had complied with all code provisions in the
Corporate Governance Code, and had adopted most of the recommended best practices set out in the Corporate Governance
Code.

According to the code provision A.4.2 of the Corporate Governance Code, every director, including those appointed for a
specific term, should be subject to retirement by rotation at least once every three years. According to the Company’s articles
of association, the Directors (including non-executive Directors and independent non-executive Directors) should be appointed
for a term of three years and may be re-elected upon expiration of their terms of office. The terms of the second session of
the Board of Directors and the Supervisory Committee of the Company expired on 15 June 2019. As (among others) some
of the Directors of the Company are nominated by the Shareholders, the nomination procedure has not been completed and
the candidates for the successors of some of the Directors are still being selected, the Company was unable to complete
the re-election work before the expiration of the terms of the second session of the Board of Directors and the Supervisory

Committee. Before the completion of the re-election, the current Directors and Supervisors will continue to perform their duties.

SECURITIES TRANSACTIONS BY DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

The Company has adopted the Model Code as the code for all Directors and Supervisors to conduct transactions of the
Company’s securities. The Company has also set guidelines, at least as strict as the Model Code, on transactions of the
Company’s securities for the senior management. The Company has made specific inquiries to all Directors and Supervisors
about their compliance with the Model Code, and they all confirmed that they had complied with the standards specified in
the Model Code during the Reporting Period. The Company has made specific inquiries to the senior management about their
compliance with the guidelines on transactions of the Company’s securities, and the Company did not notice any violation of

the guidelines.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has appointed a sufficient number of independent non-executive Directors with appropriate professional
qualifications, or appropriate accounting or relevant financial management expertise in accordance with the requirements of the
Listing Rules. As at 30 June 2019, the Company appointed a total of four independent non-executive Directors, including Mr.
Gao Zhu, Mr. Yu Xuehui, Mr. Wang Chuanshun and Mr. Li Dapeng.
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AUDIT COMMITTEE

The Company has established the Audit Committee in accordance with the requirements of the Listing Rules. The primary
responsibilities of the Audit Committee are reviewing and supervising the Company’s financial reporting procedures, including
making proposals on appointing or changing the external auditors; supervising the Company’s internal audit system and
its implementation; guiding and evaluating the work of the internal auditing department, and making suggestions as to the
appointment and removal of the head of the internal auditing department of the Company; reviewing the financial information
and its disclosure; reviewing and supervising the effective implementation of the financial reporting system, internal control
system and risk management system of the Company; evaluating and discussing the relevant arrangements formulated
by the Company including the whistle-blowing system for employees to report on any potential misconducts regarding the
financial reporting, internal control and other aspects; reviewing and supervising the Company’s Connected Transactions and
commenting on the suitability of such Connected Transactions; and other matters that the Board of Directors has authorized it

to deal with.

The Audit Committee consists of four Directors: Mr. Wang Chuanshun (independent non-executive Director), Mr. Gao Zhu
(independent non-executive Director), Mr. Li Dapeng (independent non-executive Director) and Mr. Liu Feng (non-executive

Director). Mr. Wang Chuanshun currently serves as the chairman of the Audit Committee.
On 28 August 2019, the Audit Committee has reviewed and confirmed the Company’s interim results announcement for the six

months ended 30 June 2019, the 2019 interim report and the unaudited interim financial statements for the six months ended

30 June 2019 prepared in accordance with IAS 34 “Interim Financial Reporting”.

DIRECTORS’ RESPONSIBILITY FOR FINANCIAL STATEMENTS

The Directors have confirmed their responsibility for preparing financial statements of the Company. The financial information

set out in this interim report is unaudited.
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SUBSEQUENT EVENTS

As of 1 August 2019, the Company had paid all final dividends for the year ended 31 December 2018.

SHARE CAPITAL

As at 30 June 2019, the total share capital of the Company was RMB1,001,900,000, divided into 1,001,900,000 Shares
(including 724,810,000 Domestic Shares and 277,090,000 H Shares) with a nominal value of RMB1.00 each.

INTERIM RESULTS

The announcement of the interim results of the Group for the six months ended 30 June 2019 was published on the HKExnews

website of the Stock Exchange (www.hkexnews.hk) and the Company’s website (www.luzhenggh.com) on 28 August 2019.

INTERIM DIVIDEND

The Board of Directors did not recommend the declaration or payment of any interim dividend for the six months ended 30
June 2019.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the Reporting Period, neither the Company nor its subsidiaries purchased, sold or redeemed its listed securities.

DIRECTORS, SUPERVISORS AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2019, none of the Directors, Supervisors or chief executives of the Company had any interests or short positions
in the Shares, underlying Shares or debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which were taken or deemed to have under such provisions of the
SFO), or which were required to be entered in the register referred to therein pursuant to Section 352 of the SFO, or which was

otherwise required to be notified to the Company and the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2019, to the knowledge of the Directors, the interests or short positions of the following persons (which are
not Directors, Supervisors or chief executives of the Company) in the Shares or underlying Shares of the Company, which
were required to be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO or recorded in the register

required to be kept by the Company pursuant to Section 336 of the SFO, were as follows:

Approximate
Approximate  percentage of

percentage of shareholding

Type of Number of the total in the relevant
Name of Shareholder Shares Capacity Shares held issued Shares class of Shares
Zhongtai Securities Co., Ltd. Domestic Beneficial owner 632,176,078 63.10% 87.22%
(formerly named as Shares (long position)
Qilu Securities Co., Ltd.)"
Laiwu Steel Group Co., Ltd.("@ Domestic  Interest of 632,176,078 63.10% 87.22%
Shares controlled (long position)
corporation
Shandong Steel Group Co., Ltd.?  Domestic  Interest of 632,176,078 63.10% 87.22%
Shares controlled (long position)

corporation

CM International Capital Limited®  H Shares Beneficial owner 18,211,000 1.82% 6.57%
(long position)
CMIG International Capital Limited H Shares Interest of 18,211,000 1.82% 6.57%
(PREEBRERGR QAN controlled (long position)
corporation
China Minsheng Investment H Shares Interest of 18,211,000 1.82% 6.57%
Group Corp., Ltd. controlled (long position)
(PERERERMD AR QG corporation
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The calculation above is based on 724,810,000 Domestic Shares and 277,090,000 H Shares (1,001,900,000 Shares in total)
issued by the Company as at 30 June 2019.

Notes:

Save

Laiwu Steel Group Co., Ltd. directly holds approximately 45.91% of the equity interest in Zhongtai Securities Co., Ltd. (previously known as Qilu Securities
Co., Ltd.) and is the holding company of Zhongtai Securities Co., Ltd. (previously known as Qilu Securities Co., Ltd.). Therefore, Laiwu Steel Group Co., Ltd.
is deemed to be interested in the 632,176,078 (long position) Domestic Shares held by Zhongtai Securities Co., Ltd. (previously known as Qilu Securities Co.,
Ltd.) for the purpose of Part XV of the SFO.

Laiwu Steel Group Co., Ltd. is owned as to 80% by Shandong Steel Group Co., Ltd. Therefore, Shandong Steel Group Co., Ltd. is deemed to be interested in
the 632,176,078 (long position) Domestic Shares indirectly held by Laiwu Steel Group Co., Ltd. for the purpose of Part XV of the SFO.

CM International Capital Limited directly holds 18,211,000 (long position) H Shares of the Company. According to the form of disclosure of interest submitted
by China Minsheng Investment Group Corp., Ltd. (% Bl & 4 3% & f& {5 & BR 2 &) to the Stock Exchange on 4 October 2018, CMIG International Capital
Limited (R & BIFR & 74~ A& R 2 @) holds 100% of the equity interest in CM International Capital Limited, and China Minsheng Investment Group Corp.,
Ltd. (FF B R 4 4% & B 1 A FR 2 7)) and CMI Financial Holding Corporation (a company wholly-owned by CMIG Asia Asset Management Co., Ltd. (7 & &
5 1 & = B 1 A R 2 7, which is wholly-owned by China Minsheng Investment Group Corp., Ltd. (7 Bl B 4 &% & % 5 & R 2 7)), hold 31.5% and 68.5%
of equity interests in CMIG International Capital Limited (% & 1% Bl % & 74X 4 R A 7)), respectively. Therefore, China Minsheng Investment Group Corp., Ltd.
(PERERER D AR AQF), CMIG Asia Asset Management Co., Ltd. (f 3% 55 )i & & ¥ F R 2 &), CMI Financial Holding Corporation and CMIG
International Capital Limited (7 R 1% B B2 & 74 /5 IR A &) are deemed to be interested in the 18,211,000 (long position) H Shares of the Company held by

CM International Capital Limited for the purpose of Part XV of the SFO.

as disclosed above, as at 30 June 2019, the Directors were not aware of any other person (except for Directors,

Supervisors or chief executives of the Company) who had interests or short positions in the Shares or underlying Shares of the

Company, which were required to be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or, which

were recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO.

.
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CHANGES OF INFORMATION OF DIRECTORS, SUPERVISORS
AND CHIEF EXECUTIVES

On 3 April 2019, Mr. Wang Hairan and Mr. Yu Zhanyong ceased to act as employee representative Supervisors of the
Company. On the same day, Mr. Lin Zongheng and Mr. Liu Pu were appointed as employee representative Supervisors of the

Company. For further information, please refer to the Company’s announcement dated 8 April 2019.

On 21 June 2019, Mr. Liu Yunzhi ceased to act as a joint company secretary of the Company (“Joint Company Secretary”)
and the authorised representative of the Company (“Authorised Representative”) for the purpose of Rule 3.05 of the
Listing Rules. On the same day, Mr. Liang Zhongwei was appointed as the Joint Company Secretary and the Authorised

Representative. For further information, please refer to the Company’s announcement dated 21 June 2019.

As of the date of this report, there was no change to the information about the Directors, Supervisors and chief executives of

the Company which are required to be disclosed under Rule 13.51B of the Listing Rules.
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Report on Review of
Interim Financial Information
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To the board of directors of LUZHENG FUTURES company limited
(Incorporated in the People’s Republic of China with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 31 to 94, which comprises the interim condensed
consolidated statement of financial position of Luzheng Futures Company Limited (the “Company”) and its subsidiaries (together,
the “Group”) as at 30 June 2019 and the interim condensed consolidated statement of comprehensive income, the interim
condensed consolidated statement of changes in equity and the interim condensed consolidated statement of cash flows for
the six-month period then ended, and a summary of significant accounting policies and other 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 International Accounting Standard 34 “Interim
Financial Reporting”. The directors of the Company are responsible for the preparation and presentation of this interim financial
information in accordance with International 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.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity”. 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 International 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 of the
Group is not prepared, in all material respects, in accordance with International Accounting Standard 34 “Interim Financial

Reporting”.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 28 August 2019
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Condensed Consolidated Statement of
Comprehensive Income

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2019 2018
Notes (Unaudited) (Unaudited)
Commission and fee income 154,302 146,542
Commission and fee expense (130,876) (121,643)
Net commission and fee income 23,426 24,899
Interest income 6 95,395 107,119
Interest expense 6 (14,016) (5,624)
Net interest income 81,379 101,495
Gains on physical commodities trading 4,294 2,993
Net investment gains 27,424 41,741
Other income 33,717 54,199
Operating income 170,240 225,327
Staff costs 10 (69,669) (59,023)
Commission to brokerage agents (3,417) (2,114)
Introducing broker commission 38.2.1 (4,260) (2,618)
Depreciation and amortization 11 (11,485) (6,027)
Credit impairment losses - (599)
Other operating expenses 12 (33,982) (41,017)
Operating expenses (122,813) (111,398)
Operating profit 47,427 113,929
Share of gains/(losses) of investments in associates 18 477 (1,397)
Other (losses)/gains, net (628) 2,521
Profit before income tax 47,276 115,053
Income tax expense 128 (14,814) (28,578)
Profit for the period 32,462 86,475
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Condensed Consolidated Statement of Comprehensive Income
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2019 2018
Notes (Unaudited) (Unaudited)
Other comprehensive income
ltems that may be reclassified subsequently to profit or loss:
Currency translation differences (108) 1,449
Other comprehensive income for the period, net of tax (108) 1,449
Total comprehensive income for the period 32,354 87,924
Profit attributable to:
— Shareholders of the Company 35,392 88,443
— Non-controlling interests (2,930) (1,968)
32,462 86,475
Total comprehensive income attributable to:
— Shareholders of the Company 35,285 89,892
— Non-controlling interests (2,931) (1,968)
32,354 87,924
Earnings per share attributable to shareholders of the Company
for the period (expressed in RMB per share)
Basic/Diluted 15 0.04 0.09

The above condensed consolidated statement of comprehensive income should be read in conjunction with the accompanying
notes.
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Condensed Consolidated Statement of
Financial Position

As at 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

30 June 31 December
2019 2018
Notes (Unaudited) (Audited)
Assets
Non-current assets
Property, plant and equipment 16 42,005 44,748
Intangible assets 17 14,319 15,398
Investments in associates 18 44,120 43,643
Other non-current assets 20 29,363 2,668
Derivative financial assets 26 159 -
Financial assets at fair value through other comprehensive income 1,400 1,400
Financial assets at fair value through profit or loss 21 - 61,280
Deferred income tax assets 22 16,950 11,009
Refundable deposits 23 25,726 25,683
Total non-current assets 174,042 205,829
Current assets
Physical commodities 24 20,908 199,769
Other current assets 25 169,334 77,418
Contract assets 13,895 13,895
Derivative financial assets 26 141,938 37,930
Financial assets at fair value through profit or loss 21 337,204 576,212
Financial assets held under resale agreements 27 35,722 337,318
Deposits with exchange-clearing organizations 28 3,514,231 2,387,336
Bank balances held for clients 29 4,524,826 3,256,333
Cash and bank balances 30 608,346 808,390
Total current assets 9,366,404 7,694,601
Total assets 9,540,446 7,900,430
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Condensed Consolidated Statement of Financial Position
As at 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

30 June 31 December
2019 2018
Notes (Unaudited) (Audited)
Equity and liabilities
Equity attributable to shareholders of the Company
Share capital 31 1,001,900 1,001,900
Share premium 32 650,630 650,630
Other reserves 32 244,278 241,744
Retained earnings 291,814 314,168
Total equity attributable to shareholders of the Company 2,188,622 2,208,442
Non-controlling interests 19 21,953 24,884
Total equity 2,210,575 2,233,326
Liabilities
Non-current liabilities
Deferred income tax liabilities 22 2,498 2,438
Other non-current liabilities 33 22,999 5,983
Total non-current liabilities 25,497 8,421
Current liabilities
Borrowings - 10,328
Other current liabilities 34 302,847 182,529
Financial assets sold under repurchase agreements - 32,346
Current income tax liabilities 11,872 19,788
Derivative financial liabilities 26 248,260 62,506
Financial liabilities at fair value through profit or loss 8S) 46,753 39,110
Accounts payable to brokerage clients 6,694,642 5,312,076
Total current liabilities 7,304,374 5,658,683
Total liabilities 7,329,871 5,667,104
Total equity and liabilities 9,540,446 7,900,430

The above condensed consolidated statement of financial position should be read in conjunction with the accompanying notes.
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Condensed Consolidated Statement of
Changes in Equity

(Al amounts in RMB’000 unless otherwise stated)

Attributable to shareholders of the Company

Non-
Share Share Retained controlling Total
(Unaudited) capital premium Other reserves earnings interests equity
(Note 31) (Note 32) (Note 32) (Note 19)
Balance at 1 January 2019 1,001,900 650,630 241,744 314,168 24,884 2,233,326
Profit for the period - - - 35,392 (2,930) 32,462
Other comprehensive income for
the period - - (107) - (1) (108)
Total comprehensive income for
the period - - (107) 35,392 (2,931) 32,354
Net appropriation to reserves - - 2,641 (2,641) - -
Dividends relating to 2018 (Note 14) - - - (55,105) - (55,105)
Balance at 30 June 2019 1,001,900 650,630 244,278 291,814 21,953 2,210,575
Balance at 1 January 2018 1,001,900 650,630 209,798 294,243 28,132 2,184,703
Changes on initial application of IFRS 9 - - (98) 98 - -
Restated balance at 1 January 2018 1,001,900 650,630 209,700 294,341 28,132 2,184,703
Profit for the period - - - 88,443 (1,968) 86,475
Other comprehensive income for
the period - - 1,449 - - 1,449
Total comprehensive income for
the period - - 1,449 88,443 (1,968) 87,924
Net appropriation to reserves - - 4,003 (4,003) - -
Dividends relating to 2017 (Note 14) - - - (67,127) - (67,127)
Balance at 30 June 2018 1,001,900 650,630 215,152 311,654 26,164 2,205,500

The above condensed consolidated statement of changes in equity should be read in conjunction with the accompanying
notes.
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Condensed Consolidated Statement of
Cash Flows

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Cash flows from operating activities
Profit before income tax 47,276 115,053
Adjustments for:
Depreciation and amortization 11,485 6,027
Credit impairment losses - 599
Interest expense on borrowings 96 -
Interest expense on lease liabilities 1,414 N/A
Net losses/(gains) on disposal of property and equipment and
intangible assets 8 (76)
Foreign exchange losses 14 942
Interest income from term deposits (2018: Dividends and interest income from
financial assets at fair value through profit or loss and term deposits) (5,921) (23,824)
Share of (gains)/losses of investments in associates (477) 1,397
53,895 100,118
Net (increase)/decrease in operating assets:
Net (increase)/decrease in bank balances held for clients (1,268,536) 370,683
Net (increase)/decrease in deposits with exchange-clearing organizations (470,996) 9,243
Net decrease in financial assets at fair value through profit or loss and
derivative financial assets 196,121 93,478
Net decrease/(increase) in financial assets held under resale agreements 301,596 (47,882)
Net increase in restricted cash (90,346) -
Net increase in other assets (91,251) (21,352)
Net decrease/(increase) in physical commodities 178,861 (84,824)
(1,244,551) 319,346
Net increase/(decrease) in operating liabilities:
Net increase/(decrease) in accounts payable to brokerage clients 1,382,566 (450,575)
Net decrease in financial assets sold under repurchase agreements (32,346) -
Net increase in financial liabilities at fair value through profit or loss and
derivative financial liabilities 193,397 52,614
Net increase in other liabilities 54,680 50,536
1,598,297 (847,425)
Income tax paid (28,611) (23,901)
Net cash inflow from operating activities 379,030 48,138
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Condensed Consolidated Statement of Cash Flows
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Cash flows from investing activities
Interest received from term deposits (2018: Dividends and interest received
from financial assets at fair value through profit or loss and term deposits) 5,954 17,058
Purchases of property and equipment, intangible assets and
other long-term assets (2,165) (6,153)
Proceeds on disposal of property and equipment, intangible assets and
other long-term assets - 150
Payment for purchases of financial assets at fair value through profit or
loss and term deposits - (259,000)
Proceeds on maturity of term deposits (2018: Proceeds on maturity and
disposal of financial assets at fair value through profit or loss and
term deposits) (26,785) 528,415
Net cash (outflow)/inflow from investing activities (22,996) 280,470
Cash flows from financing activities
Proceeds from sales with repurchase agreements - 43,120
Repayment of lease liabilities (6,839) N/A
Repayment of borrowings (10,424) (13,081)
Net cash (outflow)/inflow from financing activities (17,263) 30,039
Net increase in cash and cash equivalents 338,771 358,647
Cash and cash equivalents at beginning of period 697,830 225,641
Effect of exchange rate changes on cash and cash equivalents (14) (942)
Cash and cash equivalents at end of period (Note 36) 1,036,587 583,346

The above condensed consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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Notes to the Interim Condensed
Financial Information

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

I

General information

LUZHENG FUTURES Company Limited (& if 81 & % 9 B R 2 7) (the “Company”) is incorporated in Shandong

Province, the People’s Republic of China (the “PRC”) as a joint stock financial institution.

The Company, originally named as Shandong Quanxin Futures Brokerage Co., Ltd. (1R R EH E& &2 B R A 7)),
was set up upon approval from the China Securities Regulatory Commission (the “CSRC”) in April 1995 as a limited
liability company with an initial registered capital of RMB10.2 million. The Company increased its registered capital to
RMB50 million after three additional capital contributions and was renamed as Luzheng Futures Brokerage Co., Ltd. (&
i B & 4 42 A BR A |l) in February 2007. The Company subsequently increased its registered capital to RMB200 million
and further changed its name to Luzheng Futures Co., Ltd. (& if #§ & B BR 2 &) in December 2007. After a series of
share transfers and capital increases, the Company increased its registered capital to RMB640 million by September
2012. Upon approval by relevant government authorities, the Company was converted from a limited liability company
into a joint-stock company in December 2012. After the conversion, the registered share capital of the Company was

RMB750 million and the Company’s Chinese name was changed accordingly (‘& if 81 & i% 17 B R A 7).

The Company completed its initial public offering on The Stock Exchange of Hong Kong Limited on 7 July 2015. The

share capital of the Company was increased to RMB1,001.90 million.

The Company holds the futures business licence No. 31190000 and business licence No. 91370000614140809E. The
registered address of the Company is Floor 15 and 16, No. 86 Jinggi Road, Shizhong District, Jinan, Shandong Province.

The Company and its subsidiaries (the “Group”) are principally engaged in financial futures brokerage, commodity futures
brokerage, futures investment consultancy, futures asset management, commodity trading, registration and settlement

service and other business activities as permitted by the CSRC.

This condensed consolidated interim financial information is approved for issue by the board of directors of the Company
on 28 August 2019.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Basis of preparation

This condensed consolidated interim financial information for the six months ended 30 June 2019 has been prepared in

accordance with International Accounting Standards (the “IAS”) 34 Interim Financial Reporting.

The condensed consolidated interim financial information does not include all the notes of the type normally included in
an annual financial report. Accordingly, this report is to be read in conjunction with the annual report for the year ended
31 December 2018, which have been prepared in accordance with International Financial Reporting Standards (the

“IFRS”), and any public announcements made by the Company during the interim reporting period.

The Group adopted the going concern basis in preparing its condensed consolidated interim financial information.

The accounting policies adopted are consistent with those of the annual financial statements for the year ended 31
December 2018, as described in those annual financial statements except for the adoption of new and amended
standards as set out below.

2.1 New and amended standards adopted by the Group

In the current period, the Group has applied the following standards and amendments to IFRSs, which were

applicable for the Group’s financial year beginning on 1 January 2019 and the relevant impact is set out below:

IFRS 16 Leases
IFRIC 23 Uncertainty over Income Tax Treatments
Amendments to IFRS 3, IFRS 11, IAS 12 and Annual improvements 2015 — 2017 cycle
IAS 23
Amendments to IFRS 9 Prepayment Features with Negative Compensation and

Modifications of Financial Liabilities
Amendments to IAS 19 Plan Amendment, Curtailment or Settlement

Amendments to IAS 28 Long-term Interests in Associates and Joint ventures

The impact of the adoption of the leasing standard and the new accounting policies are disclosed in Note 3 below.

Amendments other than IFRS 16 are not expected to significantly affect the current or future periods.
2.2 New standards and interpretations not yet adopted

There are no other standards that are not yet effective and that would be expected to have a material impact on

the Group in the current or future reporting periods and on foreseeable future transactions.

Interim Report 2019 39 _



Notes to the Interim Condensed Financial Information

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

-

Changes in accounting policies

This note explains the impact of the adoption of IFRS 16 Leases on the Group’s financial statements and discloses the

new accounting policies that have been applied from 1 January 2019 in Note 3.1 below.

The Group has adopted IFRS 16 retrospectively from 1 January 2019, but has not restated comparatives for the 2018
reporting period, as permitted under the specific transitional provisions in the standard. The reclassifications and the
adjustments arising from the new leasing rules are therefore recognized in the opening statement of financial position on
1 January 2019.

3.1 Adjustments recognized on adoption of IFRS 16

On adoption of IFRS 16, the Group recognized lease liabilities in relation to leases which had previously been
classified as “operating leases” under the principles of IAS 17 Leases. These liabilities are measured at the present
value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate as of 1 January
2019. The weighted average lessee’s incremental borrowing rate applied to the lease liabilities on 1 January 2019

was 8.5%.

The remeasurements to the lease liabilities are recognized as adjustments to the related right-of-use assets

immediately after the date of initial application.

2019
Operating lease commitments disclosed as at 31 December 2018 40,988
Discounted using the lessee’s incremental borrowing rate of at the date of
initial application 36,140
Less: short-term leases recognized on a straight-line basis as expense (3,274)
Lease liability recognized as at 1 January 2019 32,866
Of which are:
Current lease liabilities 13,101
Non-current lease liabilities 19,765
32,866

LUZHENG FUTURES Company Limited



Notes to the Interim Condensed Financial Information

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

Changes in accounting policies (Continued)

3.1 Adjustments recognized on adoption of IFRS 16 (Continued)

The associated right-of-use assets for property leases are measured at the amount equal to the lease liabilities,

adjusted by the amount of any prepaid or accrued lease payments relating to that leases recognized in the balance

sheet as at 31 December 2018. There are no onerous lease contracts that would have required an adjustment to

the right-of-use assets at the date of initial application.

The recognized right-of-use assets are only related to properties.

30 June 1 January
2019 2019
Total right-of-use assets 27,010 32,866

(@) Impact on segment disclosures and net profit after tax

Segment assets and segment liabilities for June 2019 all increased as a result of the change in accounting

policy. Lease liabilities are now included in segment liabilities. The following segments are affected by the

change in policy:

Segment assets

Segment liabilities

Futures brokerage 16,578 16,856
Commodity trading and risk management 4,261 4,339
Treasury and others 6,171 6,246

27,010 27,441

Net profit after tax of the Group decreased by approximately RMB238 thousand for the six months ended 30

June 2019 as a result of adopting the new rules.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

3 Changes in accounting policies (Continued)
3.1 Adjustments recognized on adoption of IFRS 16 (Continued)
(b) Practical expedients applied

In applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by the

standard:
° the use of a single discount rate to a portfolio of leases with reasonably similar characteristics;
° reliance on previous assessments on whether leases are onerous;

° the accounting for operating leases with a remaining lease term of less than 12 months as at 1 January

2019 as short-term leases;

° the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial

application; and

° the use of hindsight in determining the lease term where the contract contains options to extend or

terminate the lease.

The Group has also elected not to reassess whether a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Group relied on its assessment

made applying IAS 17 and IFRIC 4 Determining whether an Arrangement contains a Lease.
3.2 The Group’s leasing activities and how these are accounted for

The Group leases various offices of which rental contracts are typically made for fixed periods of 2 to 5 years with
no extension options. Lease terms are negotiated on an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose any covenants, but leased assets may not be used as

security for borrowing purposes.
Until the 2018 financial year, leases of property, plant and equipment were classified as either finance or operating

leases. Payments made under operating leases (net of any incentives received from the lessor) were charged to

profit or loss on a straight-line basis over the period of the lease.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

3 Changes in accounting policies (Continued)
3.2 The Group’s leasing activities and how these are accounted for (Continued)
From 1 January 2019, leases are recognized as a right-of-use asset and a corresponding liability at the date at
which the leased asset is available for use by the Group. Each lease payment is allocated between the liability
and finance cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is

depreciated over the shorter of the asset’s useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the

net present value of the following lease payments:

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

° variable lease payment that are based on an index or a rate;

o amounts expected to be payable by the lessee under residual value guarantees;

° the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

° payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.
The lease payments are discounted using the interest rate implicits in the leases. If that rate cannot be determined,
the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value in a similar economic environment with similar terms and
conditions.

Right-of-use assets are measured at cost comprising the following:

° the amount of the initial measurement of lease liability;

° any lease payments made at or before the commencement date less any lease incentives received;
° any initial direct costs; and
° restoration costs.
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Notes to the Interim Condensed Financial Information

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

3

4

-

Changes in accounting policies (Continued)
3.2 The Group’s leasing activities and how these are accounted for (Continued)

Payments associated with short-term leases and leases of low-value assets are recognized on a straight-line basis
as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value

assets comprise IT-equipment and small items of office furniture.

As at 30 June 2019, property leases across the Group do not contain variable payment terms and extension and

termination options. The Group does not provide residual value guarantees in relation to property leases.

Estimates

The preparation of interim financial information requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense.

Actual results may differ from these estimates.

In preparing this condensed consolidated interim financial information, the significant judgements made by management
in applying the Group’s accounting policies and the key sources of estimation uncertainty are the same as those that

applied to the consolidated financial statements for the year ended 31 December 2018.

The critical accounting estimates and key assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next accounting period are outlined below. It is possible that actual

results may be materially different from the estimates and judgments referred to below.
4.1 Classification of financial assets

When the Group determines the classification of financial assets, a number of significant judgements in the

business model and the contractual cash flow characteristics of the financial assets are required.

Factors considered by the Group in determining the business model for a group of financial assets include past
experience on how the cash flows for these assets were collected, how the asset’s performance is evaluated
and reported to key management personnel, how risks are assessed and managed and how managers are

compensated.

When the Group assesses whether the contractual cash flows of the financial assets are consistent with basic
lending arrangements, the main judgements are described as below: whether the principal amount may change
over the life of the financial asset (for example, if there are repayments of principal); whether the interest includes
only consideration for the time value of money, credit risk, other basic lending risks and a profit margin and cost,

associated with holding the financial asset for a particular period of time.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

4 Estimates (Continued)
4.2 Fair value of financial instruments

The fair value of financial instruments that are not traded in active markets are determined by using valuation
techniques. These techniques include the use of discounted cash flow analysis model etc. To the extent practical,
models use only observable data, however areas such as credit risk (both own and counterparty), volatilities and
correlations require management to make estimates. Changes in assumptions about these factors could affect

reported fair value of financial instruments.
4.3 Income taxes

The Group is mainly subject to income taxes in China. There are many transactions and calculations for which the
ultimate tax determination is uncertain. The Group recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due. Taxation matters such as tax deductible due to asset impairment
loss are subject to the decision of taxation authorities. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will impact the current and deferred income tax and

deferred tax assets and liabilities in the period in which such determination is made.
4.4 Determination of consolidation scope

All facts and circumstances must be taken into consideration in the assessment of whether the Group, as an
investor, controls the investee. The principle of control includes three elements: (a) power over the investee; (b)
exposure, or rights, to variable returns from involvement with the investee; and (c) the ability to use power over the
investee to affect the amount of investors’ returns. The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to one or more of the three elements of control listed

above.

Based on their judgment, the directors of the Company have assessed the combination of the three elements listed
above and concluded that the SEs with the following features are controlled by the Group and should be included

for consolidation:

A non-classified asset management scheme comprises a single unit class where the Group holds a part of the unit.
The Group has the power to manage the scheme. The external investors cannot remove the Group from its role as
the asset manager without course. By assessing the management fee and performance reward earned in capacity
of the asset manager as well as the investment return from the units held by the Group, it is concluded that the

Group is a principal of the scheme if the Group’s exposure to the variable return is significant.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

4 Estimates (Continued)
4.4 Determination of consolidation scope (Continued)
A trust scheme is established by a third-party asset manager where the Group holds a part of the unit. The
manager of the trust scheme is mainly responsible for fund administration with very low management fee level. The
trust scheme is the sole investor of an asset management scheme which the Company is the asset manager. By

assessing the management fee and performance reward earned in capacity of the asset manager, it is concluded

that the Group is a principal of the scheme if the Group’s exposure to the variable return is significant.

5 Net commission and fee income

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Commission and fee income
Futures brokerage service 144,593 143,200
Settlement and clearing service income from other futures firms 9,395 2,082
Asset management service 305 1,250
Investment consultancy service 9 10
154,302 146,542
Commission and fee expense
Trading and clearing fees to exchange-clearing organizations 121,481 119,561
Settlement and clearing service expense to exchange-clearing
organizations 9,395 2,082
130,876 121,643
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

6 Net interest income

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Interest income
Interest income from deposits with banks 84,750 99,787
Interest income from financial assets held under resale agreements 7,201 2,303
Interest income from deposits with exchange-clearing organizations 3,444 5,029
95,395 107,119
Interest expense
Interest expense to brokerage clients 11,092 4,880
Interest expense on lease liabilities 1,414 N/A
Interest expense on financial assets sold under repurchase agreements 1,081 -
Interest expense on settlement and clearing services to other
futures firms 333 533
Interest expense on borrowings 96 211
14,016 5,624

7 Gains on physical commodities trading

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Sales proceeds 547,534 411,341
Costs of purchases (543,240) (408,348)
4,294 2,993

A subsidiary of the Company involves in physical commodity trading activities. The sales proceeds and costs of

purchases of physical commodities are recognized based on the satisfaction of performance obligations.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

8 Net investment gains

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Net realized gains from derivative financial instruments 40,237 10,737
Dividends and interest income from financial assets at fair value
through profit or loss 14,982 19,661
Net realized gains/(losses) from disposal of financial assets at fair value
through profit or loss 4,390 (429)
Interest income from financial assets at amortized cost - 171
Unrealized fair value change of financial instruments at fair value through
profit or loss and derivative financial instruments
— Financial liabilities at fair value through profit or loss - (3,919)
— Financial assets at fair value through profit or loss (10,628) 6,830
— Derivative financial instruments (21,557) 8,690
27,424 41,741

9 Other income

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Refunds of trading income 30,005 45,764
Training service income 2,066 1,361
Cooperative hedging fees 724 5,913
Software service income 468 631
Consulting service income - 189
Other 454 341
33,717 54,199

m To improve the sustainable development of futures market, the futures exchanges implement a practice to partially refund trading and clearing fees to
their clearing members. The policies on the timing and calculation method of refund are made and adjusted periodically at the discretion of the futures

exchanges.
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For the six months ended 30 June 2019

10 Staff costs

(Al amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Salaries and bonus 53,985 45,639
Other social security 7,029 5,751
Pension 6,294 5,431
Labour union funds and employee education funds 2,216 2,175
Other welfares 145 27
69,669 59,023

11 Depreciation and amortization

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Depreciation of right-of-use assets 5,418 N/A
Depreciation of property, plant and equipment 3,973 3,703
Amortization of intangible assets 1,097 1,359
Amortization of long-term prepaid expenses 997 965
11,485 6,027
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For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

12 Other operating expenses

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Information system maintenance fees 6,749 5,823
Office expenses 6,595 8,254
Marketing and distribution expenses 5,841 6,480
Professional service expenses 4,824 2,097
Property maintenance fee 2,246 2,081
Rentals 1,983 6,993
Consulting expenses 1,976 6,383
Taxes and surcharges 629 446
Futures Investors Protection Fund 154 246
Other expenses 2,985 2,214
33,982 41,017

13 Income tax expense

I -

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Current tax 20,601 24,427
Deferred tax (5,787) 4,151
14,814 28,578
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

13 Income tax expense (Continued)

The mainland China income tax provision is based on the statutory tax rate of 25% of the taxable income of the Group

as determined in accordance with the relevant PRC income tax rules and regulations.
Hong Kong profit tax has been provided at the rate of 16.5% on the estimated assessable profit for the period.
Switzerland profit tax has been provided at the rate of 24.16% on the estimated assessable profit for the period.

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the taxation rate

applicable to profits in the respective countries. The major reconciliation items are as follows:

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Profit before income tax 47,276 115,053

Tax calculated at tax rates applicable to profits in the respective area 14,732 27,695
ltems deducted for tax purposes but not subtracted to arrive at

taxable income (690) (1,001)

Adjustments in respect of prior years (49) 18

[tems not deductible for tax purposes 821 1,866

14,814 28,578

14 Dividends

A dividend of RMB55,105 thousand in respect of the year ended 31 December 2018 of the Company is declared and
recognized during the period of six months ended 30 June 2019 (for the six months ended 30 June 2018: RMB67,127

thousand).

The board of directors has proposed not to declare any interim dividends in respect of the six months period ended 30
June 2019.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

15 Earnings per share
15.1 Basic earnings per share

Basic earnings per share is calculated by dividing the profit for the period attributable to shareholders of the

Company by the weighted average number of ordinary shares in issue during the period.

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Profit attributable to shareholders of the Company
(in RMB thousands) 35,392 88,443
Weighted average number of ordinary shares in issue
(in thousands) 1,001,900 1,001,900
Basic earnings per share (in RMB) 0.04 0.09

15.2 Diluted earnings per share

For the six months ended 30 June 2019, there are no potential diluted ordinary shares, so the diluted earnings per

share is the same as the basic earnings per share (for the six months ended 30 June 2018: same).
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16 Property, plant and equipment

Cost
At 1 January 2019
Additions

Disposals

At 30 June 2019

Accumulated depreciation
At 1 January 2019
Additions

Disposals

At 30 June 2019

Carrying amount
At 30 June 2019




Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

16 Property, plant and equipment (Continued)

Electronics and

(Unaudited) Buildings Motor vehicles other equipment Total
Cost

At 1 January 2018 40,073 10,341 36,842 87,256
Additions - - 5,126 5,126
Disposals - (554) (147) (701)
At 30 June 2018 40,073 9,787 41,821 91,681

Accumulated depreciation

At 1 January 2018 (8,939) (7,681) (25,670) (42,290)
Additions (649) (850) (2,704) (3,7083)
Disposals - 533 94 627
At 30 June 2018 (9,588) (7,498) (28,280) (45,366)

Carrying amount
At 30 June 2018 30,485 2,289 13,541 46,315

All buildings of the Group are located outside Hong Kong.
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17 Intangible assets

Cost
At 1 January 2019
Additions

Disposals

At 30 June 2019

Accumulated depreciation
At 1 January 2019
Additions

Disposals

At 30 June 2019

Carrying amount
At 30 June 2019




17 Intangible assets (Continued)

Cost

At 1 January 2018 22,021
Additions -
Disposals —
At 30 June 2018 22,021
Accumulated depreciation

At 1 January 2018 (7,286)
Additions (1,359)
Disposals -
At 30 June 2018 (8,645)

Carrying amount
At 30 June 2018

13,376




Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

18 Investments in associates

Set out below are the associates of the Group as at 30 June 2019. The associates as listed below have share capital
consisting solely of ordinary shares, which are held indirectly by the Group. The country of incorporation or registration is

also their principal place of business.
Nature of investments in associates as at 30 June 2019 are as follows.

Place of business/

country of % of ownership  Principal Measurement

Name of entity incorporation interest  activities method
Rizhao Board of Rizhao, the PRC 29.5%  Commodity trading  Equity

Trade Co., Ltd.

(BRAFTEARR S

PO ERAA)

(“Rizhao BOT”)™
Shanghai Luzheng Shanghai, the PRC 35.0%  Commodity trading  Equity

Fengtong Economic and
Trade Co., Ltd.
(FBRArEm
KEBR QA
(“Luzheng Fengtong”)®
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18 Investments in associates (Continued)

()

Rizhao BOT

The registered capital of Rizhao BOT is RMB120 million as at 30 June 2019. The Group holds 29.5% of its equity and accounts for the associate using

equity method.

The carrying amount of the associate and a reconciliation of the associate’s summarized financial information to the carrying amount of the Group’s

interest in the associate are as follows.

At 1 January

Share of profits/(losses) for the period

912)

At 30 June

26,306

Summarized financial information of Rizhao BOT is as follows.

Opening net assets
Profits/(losses) for the period

Other comprehensive income

97,467
(3,092)

Closing net assets

94,375

Interest in the associate and carrying value

26,306




18 Investments in associates (Continued)

@

Luzheng Fengtong

The registered capital of Luzheng Fengtong is RMB100 million as at 30 June 2019. The Group holds 35.0% of its equity and accounts for the

associate using equity method.

As at 30 June 2019, the Group has made a capital commitment of RMB17.5 million.

The carrying amount of the associate and a reconciliation of the associate’s summarized financial information to the carrying amount of the Group’s

interest in the associate are as follows:

At 1 January

Share of losses for the period

(485)

At 30 June

17,788

Summarized financial information of Luzheng Fengtong is as follows.

Opening net assets
Losses for the period

Other comprehensive income

52,209
(1,387)

Closing net assets

50,822

Interest in the associate and carrying value

17,788




Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

19 Investments in subsidiaries and consolidated structured entities

19.1 General information of major subsidiaries

Major subsidiaries of the Group are set out below. Unless specially stated, the Group’s interests in these
subsidiaries are all ordinary shares, and the percentage of ownership held by the Group represented the voting

rights of the Group.

Nominal value of

Country/place issued and fully paid
of incorporation  Date of Type of share capital/ Interest ~ Directly/ Principal
Name of subsidiary and operation incorporation legal entity registered capital held  Indirectly activities
Luzheng Trading Co., Ltd. ~ Shenzhen, 24 April 2013 Limited RMB550,000,000/ 100%  Directly Commodity trading,
(BIEBERAA) the PRC company RMB550,000,000 OTC derivatives
(*Luzheng Tracling’)? trading
Zhongtai Hui Rong Hong Kong 21 November 2013 Limited HKD84,449,920.8%/ 100%  Indirectly Commodity trading,
(Hong Kong) Co., Ltd. company HKD118,820,000 derivatives trading
(ARER(FH)
ERA ) (‘Zhongtal
Hui Rong’)
Jinova SA. Geneva, 23 August 2018 Limited CHF3,000,000/ 96.6%  Indlrectly Commodity trading
Switzerland company CHF3,000,000
Luzheng Information Jinan, 15 February 2015 Limited RMB30,000,000/ 100%  Directly Information
Technology Co., Ltd. the PRC company RMB50,000,000 technology
BIESRGERAH) senvices, software
(‘Luzheng Information”) development
Shandong Trading Market ~ Jinan, 9 October 2016 Limited RMBA50,000,000/ 40%  Indirectly Registration,
Clearing House Co., Ltd. the PRC company RMB150,000,000 settlement and
(WERATBEEH derivatives clearing
AR A ) (‘Lu Clearing’)
Luzheng International Hong Kong 16 April 2018 Limited HKD20,000,000/ 100%  Directly Investment holding
Holding Limited company HKD30,000,000
(BEERERER
7 ]) (‘Luzheng
International Holding’)
Luzheng International Hong Kong 17 May 2018 Limited HKD15,000,000/ 100%  Indirectly Derivatives
Futures Limited company HKD15,000,000 trading
(EFREHEERAA)
(‘Luzheng International
Futures”)
@ The Company made payment of RMB200 million for the capital increase in Luzheng Trading in March 2019.
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

19 Investments in subsidiaries and consolidated structured entities
(Continued)

19.2 Non-controlling interests

Non-controlling interests are mainly attributable to Lu Clearing amounting to RMB21,379 thousand as at 30 June
2019 (31 December 2018: RMB24,183 thousand).

19.3 Consolidated structured entities (the “SEs”)

As at 30 June 2019, the Group has consolidated two SEs which are CR Trust-Huiquan Wantai FOF No. 2, a trust
scheme managed by a third-party trustee where the Company holds a part of the units, and Huiquan Wantai FOF
No.2, an asset management scheme where the Company is the manager. The trust scheme is the sole investor of

the asset management scheme. The two SEs have commenced but not yet completed the liquidation process.

Net assets of consolidated SEs, the Group’s initial investments and maximum exposure arising from its investments

in consolidated SEs are:

The Group’s The Group’s
initial maximum
(Unaudited) Net assets investments exposure
Consolidated SEs 26,359 30,000 26,359

20 Other non-current assets
30 June 31 December
2019 2018
(Unaudited) (Audited)
Right-of-use assets 27,010 N/A
Leasehold improvement 2,358 2,441
Long-term prepaid expenses - 227
29,363 2,668

Leasehold improvements of the Group are amortized over the expected beneficial periods.
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Notes to the Interim Condensed Financial Information

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

21 Financial assets at fair value through profit or loss

-

30 June 31 December
2019 2018
(Unaudited) (Audited)

Non-current
Trust schemes - 31,683
Private securities investment funds - 29,597
- 61,280

Current

Trust schemes 188,384 405,456
Asset management schemes 80,618 98,325
Private securities investment funds 55,807 67,299
Bank wealth management products 12,391 5,128
Listed equity securities 4 4
337,204 576,212
337,204 637,492

Asset management schemes refer to those privately offered schemes managed by CSRC-regulated financial institutions including fund management

companies, securities companies, futures companies and/or their asset management subsidiaries.
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22 Deferred income tax assets and liabilities

(1) The net movements on the deferred income tax assets are as follows:

At 1 January

Income statement charge (3,347)

At 30 June 3,670

(2) The net movements on the deferred income tax liabilities are as follows:

At 1 January

Income statement charge 879
Tax charge relating to components of

other comprehensive income (41)
At 30 June 3,411




Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

22 Deferred income tax assets and liabilities (Continued)
(3) Gross movements in deferred income tax assets and liabilities

The gross movements in deferred income tax assets during the period are as follows:

Changes in
fair value of
financial
instruments
at fair value
through profit Tax impact
or loss and arising from
derivative consolidated
Deductible Interest financial structured
tax loss payable instruments entities Provisions Total
(Unaudited)
As at 1 January 2019 3,260 624 10,696 907 1,506 16,993
Income statement charge 4,640 (262) 3,096 - (677) 6,797
As at 30 June 2019 7,900 362 13,792 907 829 23,790
(Unaudited)
As at 1 January 2018 4,563 463 1,428 - 1,320 7,774
Income statement charge (1,776) (187) (1,428) - 4,614 1,228
Tax charge relating to
components of other
comprehensive income - - - - - -
As at 30 June 2018 2,787 276 - - 5,934 8,997

Deferred income tax assets are recognized for tax loss carried forward to the extent that the realization of the
related tax benefit through future taxable profits is probable. The balance as at 30 June 2019 is attributable to
RMB35,662 thousand by Zhongtai Hui Rong (30 June 2018: RMB16,892 thousand), RMB6,198 thousand by
Jinova S.A. (30 June 2018: nil) and RMBS3,145 thousand by Luzheng International Holding (30 June 2018: nil).
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

22 Deferred income tax assets and liabilities (Continued)
(3) Gross movements in deferred income tax assets and liabilities (Continued)
The gross movements in deferred income tax liabilities during the period are as follows:
Changes in

fair value of

financial instruments

Changes in at fair value through
fair value of profit or loss and
available-for-sale Interest derivative financial
financial assets receivable instruments Others Total
(Unaudited)
As at 1 January 2019 - 4,907 3,507 8 8,422
Income statement charge - 1,046 (130) - 916
As at 30 June 2019 - 5,953 3,377 8 9,338
(Unaudited)
As at 1 January 2018 41 2,376 845 68 3,330
Income statement charge - 3,221 2,228 - 5,449
Tax charge relating to
components of other
comprehensive income A1) - - - #)
As at 30 June 2018 - 5,597 3,073 68 8,738
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For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

22 Deferred income tax assets and liabilities (Continued)

(4) Offsetting of deferred income tax assets and liabilities:

30 June 30 June

2019 2018

(Unaudited) (Unaudited)
Deferred income tax assets (6,840) (5,327)
Deferred income tax liabilities (6,840) (5,327)

Net amount of deferred income tax assets and liabilities after offsetting:

30 June 30 June

2019 2018

(Unaudited) (Unaudited)

Deferred income tax assets 16,950 3,670
Deferred income tax liabilities 2,498 3,411

23 Refundable deposits

30 June 31 December

2019 2018

(Unaudited) (Audited)

Security deposit placed with the China Financial Futures Exchange 20,115 20,114

Security deposit placed with the China Securities Depository and

Clearing 5,611 5,569
25,726 25,683

I -

LUZHENG FUTURES Company Limited



Notes to the Interim Condensed Financial Information

24 Physical commodities

For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

30 June 31 December

2019 2018

(Unaudited) (Audited)

Carrying amount 20,908 202,474
Change in fair value - (2,705)
20,908 199,769

As at 30 June 2019, no physical commodities are placed as collateral of margin deposits on futures exchanges (31

December 2018: physical commodities with carrying amount of RMB66,290 thousand).

The Group’s physical and commodities involves major metal and agricultural products.

To provide an indication about the reliability of the inputs used in determining fair value, the Group has classified its

physical commodities into the three levels prescribed under IFRS 13. An explanation of each level is provided in Note 41.

The fair value hierarchy of physical commodities held by the Group is set out below.

(Unaudited)

As at 30 June 2019 Level 1 Level 3 Total
Physical commodities - - 20,908
(Audited)

As at 31 December 2018 Level 1 Level 3 Total
Physical commodities - - 199,769

There are no transfers between any levels during the period.

Physical commodities have therefore been classified as level 2 in the fair value hierarchy, since no significant adjustments

need to be made to the prices obtained from the local markets.
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25 Other current assets

Accounts receivable @ 44,200

Prepayments 24,048
Deposit for derivatives trading -
Notes receivable 5,942
Other receivables 3,228

77,418

Y Accounts receivable

The aging analysis of accounts receivable is as follows:

Less than 3 months

3 months to 1 year 2,317 (136)

46,963 (2,763)
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(Al amounts in RMB’000 unless otherwise stated)

25 Other current assets (Continued)

U Accounts receivable (Continued)

The impairment allowance for accounts receivable as at 31 December 2018 reconciles to the closing impairment allowance as at 30 June 2019 as

follows:
Six months
ended 30 June
2019
(Unaudited)
Closing impairment allowance as at 31 December 2018 (2,763)
Increase in impairment allowance recognized in profit or loss during the period -
Decrease in impairment allowance recognized in profit or loss during the period =
Closing impairment allowance as at 30 June 2019 (2,763)
26 Derivative financial instruments
30 June 2019 (Unaudited)
Fair value
Notional amount Assets Liabilities
Non-current
OTC options 1,458,920 159 -
Current
OTC options 11,970,304 125,129 219,854
Exchange traded options 1,577,055 16,519 28,406
Futures contracts 3,480,436 - -
Forward contracts 6,909 290 -
17,034,704 141,938 248,260
18,493,624 142,097 248,260
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

26 Derivative financial instruments (Continued)

31 December 2018 (Audited)

Fair value
Notional amount Assets Liabilities
Non-current
OTC options = - _
Current
OTC options 5,889,061 36,545 60,465
Exchange traded options 66,713 1,385 2,041
Futures contracts " 856,552 - -
Forward contracts - - -
6,812,326 37,930 62,506
6,812,326 37,930 62,506
™ Futures contracts
30 June 2019 31 December 2018
(Unaudited) (Audited)
Notional amount Fair value Notional amount Fair value
Commodities futures 3,480,436 3,489 856,552 3,673
Financial futures - - = =
Less: Cash received as settlement (3,489) (8,573)

Net position - -

The Group settles its gains or losses from its open futures position on a daily basis, with the corresponding receipts and payments included in “deposits

with exchange-clearing organizations” as at 30 June 2019 (31 December 2018: same).
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

27 Financial assets held under resale agreements

30 June 31 December
2019 2018
(Unaudited) (Audited)

Analysed by asset type:
— Warehouse receipts 35,722 77,318
— Debt securities - 260,000
35,722 337,318

m The Group receives warehouse receipts as collateral which can be re-pledged at its discretion. As at 30 June 2019, the Group has accepted collateral

with a fair value of RMB40,430 thousand (31 December 2018: RMB100,018 thousand).

The collateral with a fair value of RMB15,559 thousand (31 December 2018: RMB28,782 thousand) is re-pledged for margin deposits and no collateral

(31 December 2018: the collateral with a fair value of RMB23,375 thousand) is re-pledged for financial assets sold under repurchase agreements.

28 Deposits with exchange-clearing organizations

30 June 31 December
2019 2018
(Unaudited) (Audited)
Clients’” margin deposits 2,596,230 1,563,551
Proprietary clearing settlement funds 837,102 181,203
Clients’ unrestricted deposits 80,899 642,582
3,514,231 2,387,336

Represented by
Deposits with Dalian Commodity Exchange 1,222,030 566,048
Deposits with Shanghai Futures Exchange 962,253 846,741
Deposits with China Financial Futures Exchange 566,224 317,439
Deposits with Zhengzhou Commodity Exchange 473,043 314,767
Deposits with China Securities Depository and Clearing Co., Ltd. 210,914 270,816
Deposits with Shanghai International Energy Exchange 79,767 71,525
3,514,231 2,387,336
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For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

29 Bank balances held for clients

The Company maintains separate accounts with banks for clients’ funds arising from the normal course of business.
The funds mainly consist of individuals, asset management customers and other non-fully licenced futures firms. The
Company records these funds as bank balances held for clients or deposits with exchange-clearing organizations
under current assets, and recognizes them as due to clients given that the Company is held liable for any loss or
misappropriation of these funds. Bank balances held for clients for transaction and settlement purposes are subject to
regulatory oversight by large state-owned commercial banks and joint-stock commercial banks in the PRC, pursuant to
CSRC regulations.

30 Cash and bank balances

30 June 31 December

2019 2018

(Unaudited) (Audited)

Cash 42 13

Term deposit with banks 307,114 280,362

Demand deposit with banks 285,829 296,073

Deposit with securities and futures brokers 15,960 232,541
Less:

Credit impairment allowance (599) (599)

608,346 808,390

U As at 30 June 2019, RMB90,346 thousand of the Group’s demand deposit is of restricted use due to the Company’s dispute with China Merchants
Bank Co., Ltd. (“CMB”) (Note 35).

_ 72 LUZHENG FUTURES Company Limited
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(Al amounts in RMB’000 unless otherwise stated)

31 Share capital

All shares issued by the Company are fully paid ordinary shares, with a notional value of RMB1.00 per share. The number

of shares and nominal value of the Company’s share capital are as follows:

30 June 31 December
2019 2018
(Unaudited) (Audited)

Issued and fully paid ordinary shares of RMB1 each
Domestic shares 724,810 724,810
H shares 277,090 277,090
1,001,900 1,001,900

Share capital

Domestic shares 724,810 724,810
H shares 277,090 277,090
1,001,900 1,001,900

On 7 July 2015, the Company issued 250,000,000 ordinary shares of RMB1 each at HK$3.32 per share in connection
with its global offering.

On 24 July 2015, the Company issued 1,900,000 ordinary shares of RMB1 each at HK$3.32 per share in connection

with the over-allotment.

The excess of RMB360,338 thousand over the par value of RMB251,900 thousand for the 251,900 thousand ordinary
shares issued, net of the relevant incremental costs of RMB47,425 thousand directly contributed to the newly-issued

shares, was credited to “share premium”.
In accordance with relevant requirements, certain shareholders of the state-owned shares of the Company have

transferred an aggregate of 25,190 thousand ordinary shares of the Company to the National Social Security Fund of the
PRC.
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For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

32 Share premium and other reserves

I

Other reserves

Available-
for-sale
financial
assets Currency
Share Surplus Other risk revaluation translation
premium reserve reserves (! reserve differences Total
(Unaudited)
As at 1 January 2019 650,630 57,662 182,123 - 1,959 892,374
Appropriation to futures risk
reserve - - 2,652 - - 2,652
Utilization of futures risk reserve - - (1) - - (11)
Currency translation differences - - - - (107) (107)
As at 30 June 2019 650,630 57,662 184,764 - 1,852 894,908
(Unaudited)
As at 1 January 2018 650,630 46,017 163,002 98 681 860,428
Changes on initial application of
IFRS 9 - - - (98) - (98)
As at 1 January 2018 (Restated) 650,630 46,017 168,002 - 681 860,330
Appropriation to futures risk reserve - - 3,909 - - 3,909
Appropriation to general risk reserve
for asset management business - - 94 - - 94
Currency translation differences - - - - 1,449 1,449
As at 30 June 2018 650,630 46,017 167,005 - 2,130 865,782
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(Al amounts in RMB’000 unless otherwise stated)

32 Share premium and other reserves (Continued)

™ Other risk reserves

In accordance with the requirements of the Notice of the MOF on Issuing the Tentative Provisions for the Financial Management of Commodities
Futures Trading (Caishang [1997] No. 44) issued on 3 March 1997, the futures risk reserve is appropriated based on 5% of the commission and fee
income from futures brokerage and clearing service net of relevant expenses payable to futures exchanges, for the purpose of covering potential
losses from futures brokerage service. When actual losses occur, the loss amount is charged to the current profit or loss, with the same amount being
transferred from futures risk reserve to retained earnings simultaneously. Appropriation for futures risk reserve is recorded as profit distribution, whilst

the utilization of futures risk reserve is recorded as the reversal of the reserve.

33 Other non-current liabilities

30 June 31 December
2019 2018
(Unaudited) (Audited)
Lease liabilities 16,120 N/A
Other non-current liabilities 6,879 5,983
22,999 5,983

34 Other current liabilities
30 June 31 December
2019 2018
(Unaudited) (Audited)
Payable to OTC clients 169,487 79,264
Dividends payable (Note 14) 55,105 -
Salaries, bonus, allowance and benefits payables 39,855 56,717
ease liabilities 11,321 N/A
Advance received for physical commodity trading 8,159 42,163
Payable to Futures Investor Protection Fund 154 432
Other payables 18,766 3,953
302,847 182,529
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Notes to the Interim Condensed Financial Information
For the six months ended 30 June 2019

(Al amounts in RMB’000 unless otherwise stated)

35 Financial liabilities at fair value through profit or loss

30 June 31 December
2019 2018
(Unaudited) (Audited)
Financial liabilities designated at fair value

through profit or loss
Payable to a holder of a consolidated SE @ 29,841 29,841
Payable to clients for cooperative hedging business 16,912 7,355
Interests of holders of consolidated SEs - 1,914
46,753 39,110

m The Company enters into a contract with CMB, which is an investor of a trust scheme named CR Trust-Huiquan Wantai FOF No.2 (Note 19.3).
Pursuant to the contract, the Company is obliged to compensate CMB for any under performance of the scheme until CMB’s rate of return per annum
reaches an agreed level. There is a disagreement between the Company and CMB regarding the enforceability of certain terms of the contract. The

Company is in negotiation with CMB and no compensations had been made.
Payable to a holder of a consolidated SE represents the fair value of the above contract which is determined by the Group to reflect the best

estimation of its potential obligation based on full exposure and probability of execution after taking into consideration legal advice provided by external

legal counsel.
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(Al amounts in RMB’000 unless otherwise stated)

36 Cash and cash equivalents

For the purpose of cash flow statements, cash and cash equivalents represent cash and bank balances that can be used
to meet short-term cash commitments.

30 June 31 December

2019 2018

(Unaudited) (Audited)

Cash and bank balances (Note 30) 608,346 808,390

Proprietary clearing settlement funds (Note 28) 837,102 181,203
Less:

Term deposits with original maturity over three months (307,114) (280,362)

Minimum clearing settlement funds required by exchange-clearing

organizations (12,000) (12,000)

Restricted cash (Note 30(1)) (90,346) -
Add:

Credit impairment allowance 599 599

1,036,587 697,830

37 Commitments and contingent liabilities
(1) Capital commitments

Other than what has been disclosed in Note 18(2), the Group is not involved in any material capital commitments
as at 30 June 2019 (31 December 2018: same).

(2) Operating lease commitments

Considering the Group as a lessee, the total future minimum lease payments of offices under irrevocable operating

lease arrangements are as follows:

30 June 31 December

2019 2018

(Unaudited) (Audited)

Within 1 year 605 16,365
1 to 3 years - 17,652
Over 3 years - 6,971
605 40,988
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37 Commitments and contingent liabilities (continued)

(3) Other contingencies

Other than the Company’s dispute with CMB mentioned in Note 35, an investor of a futures asset management
scheme has filed a claim against both the Company acting as the manager and a commercial bank acting as
the distributor, asserting that she should be compensated for investment cost and returns at a certain level. The
undiscounted amount involved approximates RMB1,677 thousand. The Group disclaims any significant misconduct

in discharging its responsibilities as the manager and has therefore not recognized any provision to this claim.

38 Related party transactions
38.1 Related parties

When the Group exercises control, common control over or has significant influence on another entity; or another
entity exercises control, common control over or has significant influence on the Group; or the Group and another
entity are under control, common control or significantly influenced by the same party, the Group and the entity are

related parties. Related parties can be individuals or legal entities.

The below table lists the Group’s significant related legal entities and the holdings of the Group’s major
shareholders as at 30 June 2019:

Significant related legal entities The relationship with the Group

Zhongtai Securities Co., Ltd. (“Zhongtai Securities”) The controlling shareholder of the Company

Zhongtai Securities (Shanghai) Asset Management Co., Ltd. Controlled by the controlling shareholder of
(“Zhongtai Asset Management”) the Company

Wanjia Funds Management Co., Ltd. (“Wanjia Funds”) Associate invested by the controlling

shareholder of the Company

Laiwu Steel Group Co., Ltd. (“Laiwu Steel”) The controlling shareholder of

Zhongtai Securities

Shandong Laigang Yongfeng Steel Co., Ltd. (“Laigang Yongfeng”) Associate invested by Laiwu Steel
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38 Related party transactions (continued)

38.1 Related parties (continued)

Significant related legal entities

For the six months ended 30 June 2018

(Al amounts in RMB’000 unless otherwise stated)

The relationship with the Group

Shandong Steel Group Co., Ltd. (“Shandong Steel Group”)

Yongfeng Group Co., Ltd. (“Yongfeng Group”)

Shandong Yongfeng International Trade Co., Ltd.
(“Yongfeng Trade”)

Laishang Bank Co., Ltd. (“Laishang Bank”)

Shandong Steel Co., Ltd. (“Shandong Steel”)

Shandong Steel Group Rizhao Co., Ltd.
(“Shandong Steel Rizhao”)

Rizhao Board of Trade Co., Ltd. (“Rizhao BOT”)

Shanghai Luzheng Fengtong Economic and Trade Co., Ltd.

(“Luzheng Fengtong”)

Shandong Red Bull Financial Service Co., Ltd.
(“Shandong Red Bull”)

Shandong Zhuofei Investment Management Co., Ltd.

(“Zhuofei Investment”)

The ultimate controlling shareholder of

Zhongtai Securities
The shareholder of the Company

Controlled by Yongfeng Group

Associate invested by Laiwu Steel
Controlled by Shandong Steel Group

Controlled by Shandong Steel Group

Associate invested by the Group

Associate invested by the Group
Associate invested by Zhongtai Securities

Associate invested by Zhongtai Securities

g
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For the six months ended 30 June 2018

(Al amounts in RMB’000 unless otherwise stated)

38 Related party transactions (continued)
38.2 Related party transactions and balances
38.2.1 The Company’s direct controlling shareholder
Transactions during the period

Six months ended 30 June

2019 2018

(Unaudited) (Unaudited)

Introducing broker commission expense 4,260 2,618
Income from providing futures brokerage service 3,588 618
Interest expense 1,559 634
Rental expense 231 180
Commission expense for stock trading 184 151

M Introducing broker commission expense relates to commission paid to Zhongtai Securities for introducing futures brokerage clients.

is calculated at a fixed percentage of the commission income from transactions executed by those clients.

Balances at the end of the period/year

t

30 June 31 December

2019 2018

(Unaudited) (Audited)

Accounts payable to brokerage clients 423,383 352,613

Deposit with securities brokers 111 202,410
Other current liabilities

— Introducing broker commission payable 4,866 7,129

— Interest payable - 232

— Other payables 43 43

Other receivables
— Rental prepayment 125 65
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For the six months ended 30 June 2018

(Al amounts in RMB’000 unless otherwise stated)

38 Related party transactions (continued)
38.2 Related party transactions and balances (continued)
38.2.2 Related parties other than the Company’s direct controlling shareholder

Transactions during the period

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Income from providing futures brokerage service 618 226
Interest income from bank deposit
— Laishang Bank 5,992 7,743
Purchase of asset management schemes managed by
Zhongtai Asset Management
— Wengu 21/63 Days - 9,210
—Jinquan 7 Days - 5,000
Proceeds received upon maturity of other wealth
management product managed by Zhuofei Investment
— Shangpiaotong - 10,000
Proceeds from disposal of asset management schemes
managed by Zhongtai Asset Management
—Jinquan 7 Days - 2,650
— Wengu 21/63 Days 3,500 9,550
Purchase of physical commodities
— Shandong Steel Rizhao 173 3,931
— Laigang Yongfeng 42,117 24,489

Revenue of sales of physical commodities

— Laigang Yongfeng 738
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(Al amounts in RMB’000 unless otherwise stated)

38 Related party transactions (continued)
38.2 Related party transactions and balances (continued)
38.2.2 Related parties other than the Company’s direct controlling shareholder (continued)

Balance at the end of period/year

30 June 31 December
2019 2018
(Unaudited) (Audited)
Accounts payable to brokerage clients 19,119 31,062
Cash and bank balance
— Laishang Bank 283,044 283,052
Asset management schemes managed by
Zhongtai Asset Management
— Wengu 21/63 Days 60,750 64,250
—Jinquan 7 Days 3,000 3,000
Deposit with securities and futures brokers
— Rizhao BOT 208 =
Other current assets
Prepayments
— Shandong Steel Rizhao - 39
— Laigang Yongfeng 796 32
Other receivables
- Luzheng Fengtong 3,973 =
Other current liabilities
Consulting fee payable
— Zhaongtai Asset Management 45 45
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(Al amounts in RMB’000 unless otherwise stated)

38 Related party transactions (continued)
38.2 Related party transactions and balances (continued)
38.2.3 Key management personnel
Key management personnel are those persons who have the power to, directly or indirectly, plan, direct and
control the activities of the Group, including members of the board of directors, board of supervisors and

other members of the senior management.

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Key management compensation 3,412 1,939

There is no loan or advance to key management during the six months ended 30 June 2019 and 30 June
2018.

39 Segment analysis

The Group manages the business operations by the following segments in accordance with the nature of the operations

and the services provided:
(@)  Futures brokerage: including commodities futures brokering services and financial futures brokering service;

(b)  Commodity trading and risk management: including physical commodity trading, futures trading and OTC

derivatives trading;

(c)  Futures asset management: including portfolio management and maintenance, investment advisory and transaction

execution services;

(d)  Treasury and others: including treasury operations and investment income, interest income and expenses relating

to working capital in general.

Inter-segment transactions, if any, are conducted with reference to the prices charged to third parties and there is no

change in the basis during the six months ended 30 June 2019 and 30 June 2018.
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(Al amounts in RMB’000 unless otherwise stated)

39 Segment analysis (continued)

Expenses for each segment mainly contains depreciation cost allocated based on the area of the office, actual expense

of salaries, bonus, and other relevant staff cost which is directly related.

The Group mainly operates in Shandong Province, the PRC.

Six months ended 30 June 2019

Commodity
trading Futures
Futures and risk asset Treasury

(Unaudited) brokerage management management and others Elimination Total
Net commission

and fee income

- external 23,121 - 305 - - 23,426

—internal 4,893 - - - (4,893) -
Net interest income

- external 69,584 2,724 - 9,071 - 81,379

—internal (1,491) 1,491 - - - -
Gains on physical

commodities trading

- external - 4,294 - - - 4,294
Net investment gains

- external - 18,679 (15) 8,760 - 27,424

— internal - 671 - - (671) -
Other income

- external 30,004 724 - 2,989 - 33,717

—internal (5,564) - - - 5,564 -
Total operating income 120,547 28,583 290 20,820 - 170,240
Total operating expenses (52,195) (17,213) (3,359) (50,046) - (122,813)

- external (52,195) (17,213) (3,359) (50,046) - (122,813)

—internal - - - - - -
Share of gains of investments

in associates - 477 - - - 477
Other gains/(losses), net - 73 - (701) - (628)
Profit/(Loss) before

income tax 68,352 11,920 (3,069) (29,927) - 47,276
Total assets 8,002,835 1,045,295 (2,571) 1,564,998 (1,070,111) 9,540,446
Total liabilities 7,127,644 461,914 1,240 211,064 (471,991) 7,329,871
Supplemental information
Depreciation and amortization 5,096 1,170 27 5,192 - 11,485
Credit impairment losses - - - - - -
Capital expenditure 290 388 35 719 23 1,455
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(Al amounts in RMB’000 unless otherwise stated)

39 Segment analysis (continued)

Six months ended 30 June 2018

Commodity
trading
Futures and risk  Futures asset Treasury

(Unaudited) brokerage  management  management and others Elimination Total
Net commission

and fee income

- external 23,649 - 1,250 - - 24,899

- internal 2,695 - - - (2,695) -
Net interest income

- external 72,624 467 59 28,345 - 101,495

- internal (989) - - = 989 S
Gains on physical

commodities trading

- external - 2,993 - - - 2,993
Net investment gains

- external - 21,501 2,191 18,049 - 41,741

- internal - (1,383) - - 1,383 -
Other income

- external 45,764 6,101 - 2,334 - 54,199

- internal (323) - - 351 (28) -
Total operating income 143,420 29,679 3,500 49,079 (351) 225,327
Total operating expenses (50,820) (6,408) (3,513) (50,710) 53 (111,398)

- external (50,820) (6,408) (3,513) (50,657) - (111,398)

- internal - - - (53) 53 =
Share of losses of investments

in associates - (1,397) - - - (1,397)
Other (losses)/gains, net - (892) - 3,413 - 2,521
Profit/(Loss) before

income tax 92,600 20,982 (19) 1,782 (298) 115,053
Total assets 6,070,994 674,374 354,279 2,129,799 (621,025) 8,608,421
Total liabilities 5,853,098 281,985 326,295 182,030 (240,490) 6,402,918
Supplemental information
Depreciation and amortization 4,127 45 23 1,832 - 6,027
Credit impairment losses - - - (699) - (599)
Capital expenditure 5,589 - 12 (85) - 5,516
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(Al amounts in RMB’000 unless otherwise stated)

40 Financial risk management

41

I -

The Group’s risk management objective is to maintain an appropriate balance between risks and rewards, and reduce
the negative impact on the operating results of the Group, so as to maximize the shareholders’ value. The Group’s risk
management strategy is to identify and analyze the risks to which the Group is exposed, set an appropriate risk tolerance
level, measure and supervise risks in a timely and reliable manner so as to ensure that risks are controlled within

acceptable limits.

Operating risks to which the Group is exposed to mainly include: credit risk, market risk, liquidity risk and capital
management risk. The Group has designed a comprehensive system, internal control policies and procedures to identify,
assess, monitor and manage the financial risks. The Group reviews the risk management policies and systems regularly,
and revises according to the market environment, as well as changes in products and services. The Group is devoted to

establish a control environment consisting of a clear framework, normative process and specific responsibilities.
The interim condensed consolidated financial information do not include all financial risk management information and
disclosures required in the annual financial statements, and should be read in conjunction with the consolidated financial

statements for the year ended 31 December 2018.

There have been no changes in the risk management policies and structures since year end.

Fair value of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction

between market participants at the measurement date.
41.1 Financial instruments not measured at fair value

The Directors of the Company consider that the carrying amounts of financial assets and financial liabilities

recorded at amortized cost in the statements of financial position approximate their fair values.

For financial instruments with a short maturity, including cash and bank balances, bank balances held for clients,
financial assets held under resale agreements, deposits with exchange-clearing organizations, refundable deposits,
contract assets, borrowings, accounts payable to brokerage clients, financial assets sold under repurchase

agreements their fair values approximate their carrying amounts.
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41 Fair value of financial assets and liabilities (continued)
41.2 Financial instruments measured at fair value
To provide an indication about the reliability of the inputs used in determining fair value, the Group classifies its
financial instruments into the three levels prescribed under the accounting standards. An explanation of each level

follows underneath the table.

The following table presents the Group’s financial assets and financial liabilities measured and recognized at fair

value at 30 June 2019 and 31 December 2018 on a recurring basis:

(Unaudited) Level 1 Level 2 Level 3 Total

As at 30 June 2019
Financial assets at fair value through
profit or loss

- Asset management schemes - 63,750 16,868 80,618
- Trust schemes - 80,747 107,637 188,384
- Private securities investment funds - 55,807 - 55,807
- Listed equity securities 4 - - 4
- Bank wealth management products - - 12,391 12,391
Financial assets at fair value through
other comprehensive income - - 1,400 1,400
Derivative financial assets
- OTC options - 125,288 - 125,288
- Exchange Traded options 16,519 - - 16,519
- Forward contracts - 290 - 290
16,523 325,882 138,296 480,701

Financial liabilities at fair value through
profit or loss
- Payable to a holder of a consolidated

SE (Note 35) - - (29,841) (29,841)

- Others - (16,912) - (16,912)
Derivative financial liabilities

- OTC options - (219,854) - (219,854)

- Exchange Traded options (28,406) - - (28,406)

(28,406) (236,766) (29,841) (295,013)
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41 Fair value of financial assets and liabilities (continued)
41.2 Financial instruments measured at fair value (continued)

(Audited) Level 1 Level 2 Level 3 Total

As at 31 December 2018
Financial assets at fair value through
profit or loss

— Asset management schemes - 98,325 - 98,325
— Trust schemes = 79,957 357,182 437,139
— Private securities investment

funds - 96,896 - 96,896
— Listed equity securities 4 - - 4

— Bank wealth management
products - - 5,128 5,128
Financial assets at fair value through

other comprehensive income - - 1,400 1,400
Derivative financial assets

— OTC options - 36,545 - 36,545

— Exchange Traded options 1,385 - - 1,385

1,389 311,723 363,710 676,822

Financial liabilities at fair value through
profit or loss
— Payable to a holder of a

consolidated SE (Note 35) - - (29,841) (29,841)

— Others - (9,269 - (9,269)
Derivative financial liabilities

— OTC options - (60,465) - (60,465)

— Exchange Traded options (2,041) - - (2,041)

(2,041) (69,734) (29,841) (101,616)

The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as at the date of the

event or change in circumstances that caused the transfer.

The Group does not measure any financial assets or financial liabilities at fair value on a non-recurring basis as at
30 June 2019.
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41 Fair value of financial assets and liabilities (continued)

41.2 Financial instruments measured at fair value (continued)

1)

2

Financial instruments in level 1

The fair value of financial instruments traded in active markets (such as publicly traded derivatives and equity
securities) is based on quoted market prices at the end of the reporting period. The quoted marked price
used for financial assets held by the Group is the closing price within bid-ask spread. These instruments are

included in level 1.

Financial instruments in level 2

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined using valuation techniques which maximise the use of observable market data and
rely as little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument

are observable, the instrument is included in level 2.

As at 30 June 2019, asset management schemes, trust schemes and private securities investment funds
classified as level 2 in fair value hierarchy, are issued and managed by the Company, Zhongtai Asset
Management and other non-related financial institutions, as well as unregulated private fund managers,
with the underlying investments mainly in stocks and listed financial and commodity futures in the PRC. Fair
value of these investments are determined based on their net asset value as at the reporting date, which
are calculated by their respective managers based on the fair value of the underlying investments in each

portfolio. They are mainly exposed to price risk.

For OTC options, fair value is determined based on the Black-Scholes (BS) Model and Monte Carlo

Simulation. The key parameters are obtained through the observable market.

For forward contracts, the fair value is measured by discounting the differences between the contract prices

and market prices of the underlying financial instruments.

For the period ended 30 June 2019, there are no significant transfers between level 1 and level 2 of the fair

value hierarchy of the Group (2018: same).
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41 Fair value of financial assets and liabilities (continued)
41.2 Financial instruments measured at fair value (continued)
(8) Financial instruments in level 3

If one or more of the significant inputs is not based on observable market data, the instrument is included in

level 3.

As at 30 June 2019, trust schemes, bank wealth management schemes and asset management schemes
that are classified as level 3 in fair value hierarchy are issued by financial institutions. Such schemes typically
generate an expected rate of return to their investors, achieved through investment income from underlying
instruments and possibly a structuring design within the schemes where principal and return of senior
tranche is guaranteed by junior tranche investors. The discounted cash flow model is used to determine
the fair value of those schemes, where the expected future cash flows are discounted at rates that reflect
management’s best estimation of the expected risk level. They are mainly exposed to credit risk and market

risk.

The following table presents the changes in level 3 instruments for the period/year ended 30 June 2019 and
31 December 2018.

Financial assets

at fair value Financial assets Financial liabilities

through other at fair value at fair value

comprehensive through through

(Unaudited) income profit or loss profit or loss

Balance at 1 January 2019 1,400 362,310 (29,841)

Transfer from level 2 - 21,949 -

Acquisition - 14,300 -

Disposal - (248,412) -

Unrealized losses recognized in net investment gains - (13,251) -

Balance at 30 June 2019 1,400 136,896 (29,841)
Including: unrealized losses recognized in profit or loss attributable to

balances held at end of period - (13,251) -
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41 Fair value of financial assets and liabilities (continued)
41.2 Financial instruments measured at fair value (continued)

(3) Financial instruments in level 3 (continued)

Balance at 1 January 2018 - 11,037 398,016 -
Changes on initial application of IFRS 9 1,400 387,993 (398,016) =
Restated balance at 1 January 2018 1,400 399,030 - -
Acquisition - 223,431 -
Disposal - (265,875) - -
Unrealized gains or (losses) recognized in

net investment gains - 5,724 - (29,841)
Balance at 31 December 2018 1,400 362,310 = (29,841)

Including: unrealized gains or (losses) recognized in
profit or loss attributable to balances held
at end of year = 5,724 = (29,841)
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41 Fair value of financial assets and liabilities (continued)
41.2 Financial instruments measured at fair value (continued)
(8) Financial instruments in level 3 (continued)

The following table summarizes the quantitative information about the significant unobservable inputs used in

level 3 fair value measurements:

Fair value at ~ Significant Relationship of unobservable inputs
Financial instruments 30 June 2019 unobservable inputs Range of inputs  to fair value
Financial assets at fair value through 136,896 Expected rate of return 7.00%-8.50%  The higher the expected rate of return,
profit or loss the higher the fair value
Expected recovery date 23 November 2019-  The earlier the recovery date,

30 June 2021 the higher the fair value

Discount rates that 6.24%-8.11%  The lower the discount rate,
correspond to the the higher the fair value

expected risk level

Financial liabilities at fair value through (29,841) Probability of execution @ 50%  The higher the probability of execution,
profit or loss the higher the fair value
- Payable to a holder of
a consolidated SE

Expected payment date 31 December 2021  The earlier the payment date,

the higher the fair value

Discount rates that 2.89% The lower the discount rate,
correspond to the the higher the fair value

expected risk level

@ Assuming all other variables remain unchanged, a 5% increase or decrease in probability of execution will decrease or increase profit

before income tax by RMB2,984 thousand.
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42 Offsetting financial assets and financial liabilities

Financial assets subject to offsetting, enforceable master netting arrangements and similar agreements:

As at 30 June 2019

Net amounts of

financial assets/

(liabilities)

Gross amounts Gross amounts Net amounts of presented in the

of recognized of recognized financial (assets)/ Cash (received)/ statement of

(Unaudited) financial assets  financial liabilities liabilities  paid as settlement  financial position
Derivative financial

instruments 3,489 - 3,489 (3,489) -

As at 31 December 2018

Net amounts of

financial assets/

(liabilities)

Gross amounts Gross amounts Net amounts of presented in the

of recognized of recognized financial (assets)/ Cash (received)/ statement of

(Audited) financial assets financial liabilities liabilities ~ paid as settlement financial position
Derivative financial

instruments 3,573 - 3,573 (3,573) -

The Group has entered into master netting arrangements with counterparties for the derivative instruments and also with

clearing organizations for un-settled trades.
Except for the enforceable master netting arrangements and the offset-right of the financial assets under the similar

agreements disclosed above, the collateral of which, are disclosed in the corresponding notes, which are generally not

on the net basis in financial position.
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43 Unconsolidated structured entities

Unconsolidated SEs of the Group mainly include asset management schemes, private securities investment funds, bank
wealth management products and trust schemes. In the opinion of the Directors of the Company, the Group does not

have power over these SEs, and consequently, does not consolidate these SEs.

As at 30 June 2019, the interests in unconsolidated structured entities held by the Group included investment recognized
as financial assets at fair value through profit or loss (31 December 2018: same). The related carrying amount and the

maximum exposure are as follows:

30 June 31 December

2019 2018

(Unaudited) (Audited)

Financial assets at fair value through profit or loss 337,200 637,488

For the period ended 30 June 2019, the income from these unconsolidated SEs held by the Group is as follows:

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Net investment gains 8,744 21,623

As at 30 June 2019, the Group had no financial support provided to these unconsolidated SEs, and there is no plan of

providing financial support by the Group to these unconsolidated SEs (30 June 2018: same).
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“Audit Committee” the audit committee of the Board of Directors

“Board of Directors” or “Board” the board of directors of the Company

“Company” LUZHENG FUTURES Company Limited (& i 8 & % (0 & R A 7)), a joint
stock company with limited liability incorporated in the PRC on 10 December
2012

“Connected Transaction(s)” has the meaning ascribed to it under the Listing Rules

“Corporate Governance Code” Corporate Governance Code and Corporate Governance Report in Appendix

14 to the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited

“CSRC” the China Securities Regulatory Commission (R Bl B4 EEE BB L B @)
“Directors” the directors of the Company
“Domestic Shares” the issued ordinary Shares in the share capital of the Company, with a nominal

value of RMB1.00 each, which are subscribed in Renminbi and credited as

fully paid
“Group” the Company and its subsidiaries
“H Shares” the overseas listed foreign ordinary Shares in the ordinary share capital of

the Company, with a nominal value of RMB1.00 each, which are listed on the

Main Board
“Hong Kong” the Hong Kong Special Administrative Region of the PRC
“IAS” International Accounting Standards issued by the International Accounting

Standards Board and its Interpretations

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange

“Luzheng Trading” Luzheng Trading Co., Ltd. (B i & ¥ A& R 722 7), the Company’s
wholly-owned subsidiary established in the PRC with limited liability on 24 April
2013
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Definitions

“Lu Clearing”

“Main Board”

“Model Code”

“PRC” or “China”

“Prospectus”
“Reporting Period”
“RMB” or “Renminbi”

“SFO”

“Share(s)”

“Shareholder(s)”
“Stock Exchange”
“Supervisor(s)”

“Supervisory Committee”

LUZHENG FUTURES Company Limited

Shandong Trading Market Clearing House Co., Ltd. (Il R % 5 ™ 58 & Ffr
B R A 7)), established in the PRC with limited liability on 9 October 2016, a
joint stock company of Luzheng Information Technology Co., Ltd. (‘& & 12 &
i A BR A 7)) which is the Company’s wholly-owned subsidiary

the Main Board operated by the Stock Exchange

the Model Code for Securities Transactions by Directors of Listed Issuers in

Appendix 10 to the Listing Rules

the People’s Republic of China which, for the purposes of this report, excludes

Hong Kong, Macau Special Administrative Region of the PRC and Taiwan

the prospectus of the Company dated 23 June 2015

the period for the six months ended 30 June 2019

the lawful currency of the PRC

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

as amended, supplemented or otherwise modified from time to time

share(s) in the share capital of the Company, with a nominal value of RMB1.00

each, comprising the Domestic Shares and the H Shares

holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited

the supervisor(s) of the Company

the supervisory committee of the Company
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