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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

87 WA &5 5 18 A B 3L At 4 v W i3 5

For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

The board (the “Board”) of directors (the “Directors”) of China
Fortune Financial Group Limited (the “Company”) announces the
condensed consolidated interim results of the Company and its
subsidiaries (collectively referred to as the “Group”) for the six
months ended 30 September 2019 (the “Period”) together with
the comparative figures for the corresponding period in 2018.
The Group’s interim results for the Period are unaudited, but have
been reviewed by the audit committee of the Company (the “Audit
Committee”).

TEERSREEARAR ([RAFNEX(HE
Ee((EEe)) AHARAREMBAF (4
WIEEEDBE_T-AFNAA=THIRAE
A(EHAED z2EARGFREER-_F—N
FRPZLEET - AEEZAHNRIHREER
AREZ  WEEARBEZZES (EREER
g1)%EM -

Six months ended 30 September
BEAA=+THLKRER

2018
—T—N\F
HK$’ 000
FABT
(Unaudited)
(REEEZ)

Notes

B 5E

Revenue WA

Cost of brokerage and other services 440 B2 E Ath R 7% 2 Ak 2K
Other income E U A

Impairment loss on loan and trade receivables
EWERRE S EKRF O REEE

Change in fair value of equity investments Ix AN & 2 A FEE F)
Staff costs 8 TR

Other operating expenses H b #& 452

Finance costs @& A A

Share of profits of associates &1k Bt & 2 &l 7

Share of (losses)/profits of joint ventures FEfE S & A &) (EE) /% T

41,297
(5,967)
3,134

(1,448)
(9,763)
(48,035)
(27,005)
(27,197)
5,202

448
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

57 WA 8 5 4L R e L At 4 i i 2% K

é For the six months ended 30 September 2019 & Z =T —hF L A=1+H L/~ EA

Six months ended 30 September
BEAA=+THLEAEA

2018
—E-)N\F
Notes HK$’ 000
ks TR
(Unaudited)
(REgER)
Loss before tax K i A& 18 7 (69,334)
Income tax expense FT8 % FI sz 8 (423)
Loss for the Period ZHiE &8 (69,757)
Other comprehensive expense: Hfi 2 ERIX :
ltems that may be subsequently reclassified to profit or loss:
BErRrIER D EEBRR AR ¢
Exchange differences arising on translation of foreign operations
BEBINERELECEREZR (1,392)
Share of other comprehensive expense of associates
MR E AR EMEmAS (9,051)
Share of other comprehensive expense of joint ventures
JE1h & & A R E fth 2 B 2 (568)
(11,011)
Total comprehensive expense for the Period
AHE2HEAZAE (80,768)
HK cents
A
Loss per share B EE 10
— Basic &#7& (0.98)
- Diluted #£55 (0.98)

INTERIM REPORT 2019
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

i WA ok 5 S 5 51K O 3

As at 30 September 2019 K= —AFNLA=+H

Non-current assets FREEE
Property and equipment ¥ % N & 15
Right-of-use assets ¥ & &
Goodwill 72
Loan receivables e E
Other non-current assets E M IERENE E
Interests in associates KB & A 7 2 #EzE
Interests in joint ventures & & A R) Z

Current assets RBEE
Equity Investments X A& &
Loan and trade receivables B E 3k & & 5 FE UK AR 5K
Other receivables, deposits and prepayments
HAubEW I » 1RE RIBFRIE
Tax recoverable A] U (o] 7718
Bank balances and cash — trust $R1T&# ML — 155
Bank balances and cash — general $R{74& 8 NI & — —f%

Current liabilities B & &
Trade payables, other payables and accruals
B HEMNIER - AENZIERESER
Lease liabilities T E & &
Loan payables J&{ &5k
Convertible bonds A] & &%
Corporate bonds 2 Al{EH
Tax payable &4 7418

At
31 March
2019
RZZE—NF
=A=+—8H
Notes HK$’ 000
B 5T FHIT
(Audited)
(BEZ)
11 17,898
11 -
3,994
14Db) 3,791
7,104
12 102,432
18 1,087
136,306
121,288
14 356,146
91,547
4,890
15 531,568
15 243,755
1,349,194
16 550,469
13 100,259
20 195,244
19 10,340
/T
857,039

o [ 5 5 4 A A PR A ] 7 o
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As at 30 September 2019 R=ZF—AFNLA=+H

Notes

B o

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
i W &5 B 51K D0 3%

At

31 March
2019
RZZE—NF
SFR=T—E
HK$’ 000
T
(Audited)
(188 %)

Net current assets HE & EFE

492,155

Total assets less current liabilities EEAE R R E & &

628,461

Non-current liabilities £ 8 & &
Lease liabilities FAE & (&
Convertible bonds A% &5
Corporate bonds 2 &lf& %

20
19

72,823
147,912

220,735

Net assets EE R {E

407,726

Capital and reserves EA K f# &
Share capital %7

Reserves &

18

91,531
316,195

Total equity =42 %E

407,726

——e 3

China Fortune Financial Group Limited
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
8 WA 4 5 BB 2 528 B 3%

For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A

At 1 April 2019 (audited)
RZZ-NEMA-E (B5%)
Loss for the period ZREARE5 12
Other comprehensive expense for the period:
AHEAM AR :
- Exchange differences arising on translation
of foreign operations
BEBIRHELZERER
- Share of other comprehensive expense of
associates
EIEBEAEMZ AR
- Share of other comprehensive expense of
joint ventures

EEAELAAM RN

Total comprehensive expense

for the period
rEE2ERXAR
At 30 September 2019 (unaudited)
RZB-NEAA=TR (REEH)

o 50 e A A R )
SR I



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
55 P 4ok 5 R 2 5 B 3%

For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

Attributable to owners of the Company

NG 2N
Convertible
Share Share  Translation bonds Special Capital Other  Accumulated Total
capital premium reserve reserve reserve reserve reserve losses equity
Bx ROEE il makEsEE KREE  RAERE  HbEE ZiER  #EReE
HK$'000  HK$'000 HK$' 000 HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
ThL TAL TAL TEL T TAL TAL TEr  TEn
(Noted) ~ (Notea) (Note b) (Note c)
(Wzkd)  (Wsra)  (K&kb)  (BsEc)
At 1 April 2018 (audited)
RZZ-\EMA-E (B5H) 70861 569,676 3,598 66,821 13,524 1,863 (3,440) (347,137) 875,766
Loss for the period ZEiRE# - - - - - - - (69,757)  (69,757)
Other comprehensive expense for the period:
AEEAM R AR :
- Exchange differences arising on translation
of foreign operations
BEBIRHELZERNZR - - (1,392) - - - - - (139
- Share of other comprehensive expense of
associates
EEBER TR 2 AR - - (9,051) - - - - - 9051
- Share of other comprehensive expense of
joint ventures
EERERTAMRERX - - (568) - - - - - (568)
Total comprehensive expense
for the period
FHARERXAR - - (11,011) - - - - (69,757)  (80,768)
Issue of convertible bonds
EaRES - - - 14,745 - - - - 14745
At 30 September 2018 (unaudited)
RZE-NEAA=1R (REEK) 70,861 569,676 (7,413) 81,566 13,524 1,863 (3,440) (416,894) 309,743

China Fortune Financial Group Limited
INTERIM REPORT 2019



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

Notes:

(@) The special reserve of the Group represents the difference between
the nominal value of the shares of the subsidiaries acquired and the
nominal value of the Company’s shares issued for the acquisition under
the corporate reorganisation of the Group.

(b) The capital reserve represents the contributions made by the controlling
shareholder under the corporate reorganisation of the Group.

() The other reserves mainly represents premium arisen from the
acquisition of additional 20% equity interest in Fortune Financial Capital
Limited at cash consideration of HK$1,793,000, additional 25% equity
interest in Fortune Wealth Management Limited at cash consideration
of HK$1,125,000 from non-controlling interests on 18 May 2012 and
10 January 2013 respectively, and additional 20% equity interest in
B ARS CRY) AR AF) at cash consideration of RMB100,000
(equivalent to approximately HK$114,000) from non-controlling interest
on 30 November 2016.

(d) During the six months ended 30 September 2018, the Group issued the
Tranche 3 of the convertible bonds to Riverhead Capital (International)
Management Co., Ltd. (‘Riverhead Capital”), which is bifurcated into a
liability component and an equity component. The equity component is
presented in equity heading “convertible bonds reserve”.

i W 5 5 M i 52 B 3%

B aE

(@) AEBZERFEHEEREASEZAREMR I
BHEARzENEEEREKBERETARBR
Dz EEMERZZHE

(o) BAFEEERBERBEASE ZAREAELZ
HE -

() HEiHEBEEEEI IR —=FAAT+N\ANUR
&R {E1,793,0008 T AFEEREZBIEE RS M
BABRAREIN0%BRERRN-Z—=F— A+
HIABR SR E1,125,0008 L ASEEREE KBS
R EEEARAATEIN2E%RE UER =T
—~"F+—A=+HUREKEARK100,0007T
(FAZERKI114,00078 70 ) [MIFEIE AR 25 BB B 08 78
MRS CRIN) BRA RIEEIN0% R AEFTE £ 2 %
{g o

d RBE-Z-N\FAA=TBHILRER - K&EEMR
THRER (BB EBERAR (STRER]) #1T
S=RAMRES  ZFESFRORAGER D MiE
wmE s o I DR ER T Z [AIRRESHE ]

251 °

o o i <R AR P A PR A W]
SRR



B EHeRER

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 September 2019 & Z =T —hF L A=1+H L/~ EA

Six months ended 30 September
BEANA=tTBHLLAEA

2018
—T—N\F
HK$’ 000
TR
(Unaudited)
(REgEEZ)

Net cash from operating activities (Note a)
REEBPSIR FH (Mista)

Net cash used in investing activities (Note b)
REEBMAR S FE (M5Eb)

Net cash from financing activities (Note c)
BMERBAERSFEE (Miztc)

12,154

(30,925)

42,410

Net increase in cash and cash equivalents
ReRIREFEWM 2B INFE

Cash and cash equivalents at 1 April
REOA—B2zREMREEEY

Effect of foreign exchange rate changes
MER L H) o B

23,639

480,823

(1,392)

Cash and cash equivalents at 30 September, represented by
bank balances and cash — general

RAA=TBEZRERREFED
RIRTEBRERE — — R

503,070

Notes:

(@) Operating activities resulted in a net cash inflow in the Period mainly
due to refund of deposit partially offset by cash outflow from increase in
loan receivables.

(b) Net cash outflow from investing activities in the Period is attributed by
investment in equity investment.

(c) Net cash inflow from financing activities in the Period mainly resulted
from drawdown of bank loan, which is partially offset by repayment of
corporate bonds of approximately HK$15,002,000.

China Fortune Financial Group Limited
INTERIM REPORT 2019

B aE

(@)

AR EEBEEZ RS RAFRIZERER
SR B BERREERENELE 2R EIMLIE

AEREKERYEE 2R R FEERRRAR
AWRE -

AERBEESHMBRESAAFEEBRARIUE
TEXR - 2B BEER AMESL15,002,0007%
$EH o



1.

NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 A 5 5 A 5 e % B ik

For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the Hong Kong Accounting
Standard (‘HKAS”) 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) as well as with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for the financial
instruments classified as at fair value through profit or loss
(“FVTPL”) and fair value through other comprehensive income
(“FVOCI”), which are stated at fair values.

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 September
2019 are the same as those followed in the preparation of
the Group’s annual financial statements for the year ended 31
March 2019.

The Group has applied, for the first time, the following
amendments to Hong Kong Financial Reporting Standards (the
‘HKFRSs”) issued by the HKICPA that are effective for the
Group’s financial year beginning on 1 April 2019.

HKFRS 16 Leases
HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates
and Joint Ventures

Annual Improvements to HKFRSs

2015-2017 Cycle

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

1.

mREE

BRAGEVBRRDERELGAMAS
([BEREHMAE]) RAH 2B ESER
(TBBEER ) E345: [ R HRUBRE | KX
FEMERXZMERAR (B &5 L
AR (T LR MRt 2 @RBEER

R -

TESHHE

BRGAMBRRIIBELAARNEERR -
WD BERBRAFEIABER (EATE
FIANBRER]) REATEIAEMEEK
@ (B FPEIARE2EKE ) 28T
B TIARFESIR -

BRTaEN BE-_ZT-AFALA=THEL
NERZ BRSZE M RERARA SR
Rt BN ARREAREBE_T-NF=
A=T—BULFEZFEMBRRMKEE
_ﬁ @

AEEBEREMRATHELS ARG HEM
MASEE T NFOA—HRAB MK
FERBER 2EBMHEREEL ([FRUH
HEEA ) ZIERTA

BEMBREENE6E A
B8 (ARMBRERE PrEREE N Rl

ZEe)-RBR2H%
BRI HEEEA RN
(EFTA)
BB EFENFE19R (B AX) FHEBE - RRIEE

RRBRMEZRAMENSE

BA G ENF85 (BATA) REEDARAERRN
RAER
BAMBMEENUETA)  BARMBREEL
“T-RFE-T—LF
B EE Y
o 5 - ST R4

SRR




NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 WA 5 5 A 5 e o B

é For the six months ended 30 September 2019 HZE —ZE—NF N A=+H It~ E A

2. PRINCIPAL ACCOUNTING POLICIES 2. T E2:B¥K (&)

(CONTINUED)

Other than HKFRS 16 “Leases” (‘HKFRS 16”), the application
of the above new and amended HKFRSs has had no material
effect impact on the amounts reported and/or disclosures set

out in these condensed consolidated financial statements.

2.1lmpacts and changes in accounting policies

of application on HKFRS 16

The Group elected to use the modified retrospective
approach for the adoption of HKFRS 16 on 1 April 2019
and recognised the cumulative effect of initial application as
an adjustment to the opening balance of equity at 1 April
2019. Comparative information will not be restated.

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as “operating leases” under the principles of
HKAS 17 Leases. These liabilities were measured at the
present value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate as of 1 April
2019. The weighted average lessee’s incremental borrowing
rate applied to the lease liabilities on 1 April 2019 was
2.375%.

China Fortune Financial Group Limited
INTERIM REPORT 2019
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 A 5 5 A 5 e % B ik

For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

2. PRINCIPAL ACCOUNTING POLICIES 2. FE2: ¥ (&)
(CONTINUED)

2.1lmpacts and changes in accounting policies 21ERERAMBEREEAEI165R 2

of application on HKFRS 16 (Continued) FERETTHEEE (&)
The remeasurements to the lease liabilities were recognised HEaBEMNENTENVIRERBBE
as adjustments to the related right-of-use assets BN ER A BT R EERN TR o

immediately after the date of initial application.

At
1 April
2019
»n
—E-NEF
mA—H
HK$’ 000
FTER
(Unaudited)
(RBER)
Operating lease commitments disclosed as at 31 March 2019
RIZBE-NF=ZA=+—"HRBZRELHEEARRE 34,466
Less: Short-term leases recognised on a straight-line basis as expense
B NBREER SR 2 EHEE (376)
Less: Others & : Efth (210)
33,880
Less: Total future interest expenses J& 2K F B L %8 (803)
Lease liabilities recognised as at 1 April 2019 R=ZF—NFINA— B 2E#HRHEARE 33,077
Current lease liabilities 7B & & 1& 19,443
Non-current lease liabilities JERENFAE BB 13,634
Total lease liabilities T2 & & (&4 5 33,077
The associated right-of-use assets for property leases MEBENEEFEREEERBEESERE
measured at the amount equal to the lease liability, adjusted EEBENSRETE BN E—hE=
by the amount of any prepaid or accrued lease payments B=+—H&EA B Rk AEZ
relating to that lease recognised in the consolidated IEAEHENTEMAENKEASARENT
statement of financial position as at 31 March 2019. There SREHITHE o RYItAFE R A At &E8
were no onerous-lease contracts that would have required UHE RS EEIT AR ERAY -
an adjustment to the right-of-use assets at the date of initial
application. o [ 5 4 A A PR )

SRR 15



NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 WA 5 5 A 5 e o B

é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

2. PRINCIPAL ACCOUNTING POLICIES 2. T E2:B¥K (&)

(CONTINUED)

2.1lmpacts and changes in accounting policies 2AEAERBUEREEAE165E 2
HERETTHEREE (&)

of application on HKFRS 16 (Continued)

The recognised right-of-use assets relate to the following
types of assets:

EEREAEEES LA TRUNEE

Properties 1%
Car parks JAEfL

Total right-of-use assets f§ A& EAE

The change in accounting policy affected the following
items in the condensed consolidated statement of financial
position at 1 April 2019:

At

1 April
2019

N
—T-hEF
MA—H
HK$’ 000
FHT
(Unaudited)
(REEEZ)

32,681
396

33,077

N=F-AEMA—R - BHBES
HETHMARARBRRRNES

Carrying Capitalisation Carrying
amount at of operating amount at
31 March 2019 lease contracts 1 April 2019
R=ZB-—NF ge R-ZE-—N#F
=A=+-—H HEEH MA—H
ZAREE =N ZEREE
HK$’ 000 HK$’ 000 HK$’ 000
FAT FAT FAT
(Audited) (Unaudited) (Unaudited)
(18 &%) (RE&EZ) (REEEZ)
Non-current assets FRENEE
Right-of-use assets 1 It & & - 33,077 33,077
Current liabilities B & &
Lease liabilities FHE & & - 19,443 19,443
Non-current liabilities JE R E B &
Lease liabilities & & & - 13,634 13,634

China Fortune Financial Group Limited
INTERIM REPORT 2019



3.

NOTES TO THE CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2019 & Z= —=

REVENUE

Revenue represents the net amounts received and receivable
for services provided in the normal course of business.

An analysis of the Group’s revenue for the Period is as follows:

57 A 5 5 A 5 e % B ik

3. LA

WABIEERZ% BT ARAREHE K
HR Ko MY 2 SRIRHEE

AEBRANPRBAZ LT

Six months ended 30 September
BEAA=+HLEAREA

2018
—N\F
HK$’ 000
FHBT
(Unaudited)
(REEEZ)

Dividend income %84 A

Income from securities brokerage business &% 440 ¥ 75 2 WA
Income from money lending business M f& %75 2 WA

Income from insurance brokerage business 1R &% 40 255 2 WA
Income from asset management business & & & 12 215 2 WA
Margin interest income from securities brokerage business
BHERLEB 2 FRFSBA

Service income from corporate finance 5% F1 & 7 RIS A
Others Hfth

6,767
4,703
1,183

9,130
18,476
1,038

/e +EIJJ:/\1Iﬂ =

41,297

SEGMENT INFORMATION

Information reported to the Board, being the chief operating
decision maker, for the purpose of resource allocation and
assessment of segment performance focus is on the type of
services provided. No operating segment identified by the chief
operating decision maker has been aggregated in arriving at the
reportable segments of the Group.

2 EER

WERDEAFEOBRAME  AEFE
(B2 EEARRA) EHRZBEFTIERRL
e IREE 28l o EAI%;E$EIZT#E¢“
HiE - TR ERRAMEE KED A
HEIRBTIER o

o o i <R A R A W
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

WA % 5 B 205 e 3 I

SEGMENT INFORMATION
(CONTINUED)

Specifically, the Group’s reportable and operating segments
under HKFRS 8 are as follows:

(1) The brokerage and margin financing segment engages in
securities business and margin financing in Hong Kong and
proprietary trading of securities;

The corporate finance segment engages in the provision of
corporate finance services;

The money lending and factoring segment engages in the
provision of money lending and factoring services in Hong
Kong;

The consultancy and insurance brokerage segment engages
in the provision of consultancy service and insurance
brokerage in Hong Kong; and

The asset management segment engages in the provision
of asset management and advisory services to professional
investors and the management of financial investments.

The accounting policies of the operating segments are the
same as the Group’s accounting policies. Segment results
represents the results from each segment without allocation of
central administrative expenses, directors’ remunerations and
other operating income. This is the measure reported to the
chief operating decision maker for the purposes of resource
allocation and performance assessment. Inter-segment revenue

are charged at prevailing market prices.

Information regarding the above segments is reported below.

China Fortune Financial Group Limited
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A é

4. SEGMENT INFORMATION
(CONTINUED)

Segment revenue and results

The following is an analysis of the Group’s revenue and results
by reportable and operating segments:

For the six months ended 30 September 2019 (Unaudited)

Revenue YA
External revenue SMEBU4TA
Inter-segment revenue

DR
Total Azt

Change in fair value of

equity investment
RERE 2 A TEED
Finance costs EE& A
Others £ty

Segment results A EFE£E
Share of profits of
associates
[E(RERE A LR 7
Share of losses of
joint ventures
[N
Loss before tax
Income tax expense
FEHAY
Loss for the period

RHEER

4.

B EER (

i

)

2 EBAREE

AEBRABERKEN 25 2 WA R
BT

BHE_T-AFNAA=THILEANER (REH
%)

o 50 e A A R )
SR I



NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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L= For the six months ended 30 September 2019 i Z —Z— A F N A=1+HIE/NEA

4. SEGMENT INFORMATION 4. D EER (&)
(CONTINUED)
Segment revenue and results (Continued) DEBAREE
For the six months ended 30 September 2018 (Unaudited) HE-ZT-—N\FNLA=THIENER REER
%)
Consultancy
Brokerage Money and
and margin ~ Corporate  lending and insurance Asset Inter-segment
financing finance factoring brokerage  management  Unallocated glimination  Consolidated
Rk e BRI R
fREE  CFRE Rixe RRELR BERE APE Gk g e
HK$'000  HK$'000 HK$' 000 HK$’ 000 HK$' 000 HK$’ 000 HK$' 000 HK$' 000
TAL THL TAT THL TER THL THEL THL
Revenue I A
External revenue SMEMA 15,897 18,476 4,703 1,183 - 1,038 - 41,297
Inter-segment revenue
PEERA - - - - 40 - (40) -
Total &5t 16,897 18,476 4,708 1,183 40 1,038 (40) 41,297
Change in fair value of
equity investment
RARE 2 N TEE (8,380) - - - - (1,383) - (9,769)
Finance costs BE& A (25) - - - - (27,172) - (27,197)
Others EAf1 (7,936) (23,313) (2,142) (1,600) (6,789) (37,541) - (79,321)
Segment results D&% %E (444) (4,837) 2,561 (417) (6,749) (65,058) (40) (74,984)
Share of profits of
associates
FElERE DA &R 5,202
Share of profits of
joint ventures
b A ERAER 448
Loss before tax
BRiRIER (69,334)
Income tax expense
AERAX (423)
Loss for the period
THRER (69,757)

China Fortune Financial Group Limited
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NOTES TO THE CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

4. SEGMENT INFORMATION

(CONTINUED)

Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities

by reportable and operating segments:

57 A 5 5 A 5 e % B ik

4. 7ERE R (

i

THEERAE

AEBRABERKENH2IIZEERE
BT

At

31 March
2019
ZE-NF
=A=+—H
HK$’ 000
FAT
(Audited)
(fe5&%)

Segment assets D EFEE

Brokerage and margin financing &4 M fFEME
Corporate finance 1> %51 &

Money lending and factoring JU& MR

Consultancy and insurance brokerage Ba & & (R &5 428
Asset management & /&= & I%

725,192
30,522
257,001
6,957
207,985

Total segment assets 7 28 E E4EE
Unallocated &% B

1,227,657
257,843

Consolidated assets & & E

1,485,500

Segment liabilities 2 & & &

Brokerage and margin financing &40 RFF R @&
Corporate finance A&

Money lending and factoring F(& & R

Consultancy and insurance brokerage B8 &R &40
Asset management & =& I

532,531
13;119
3,886
910
209

GRM

Total segment liabilities 2 3 & (48 %8

Unallocated &7 B

550,655
Y ll | €]

Consolidated liabilities & & &

1,077,774

o o i <R A R A W
SR I



NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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é For the six months ended 30 September 2019 & Z =T —hF L A=1+H L/~ EA

5. OTHER INCOME 5. Eflr A

Six months ended 30 September
BEAA=+tHLKRER

2018
—T-N\F
HK$’ 000
FABT
(Unaudited)
(REgEZ)

1,568
335
362
869

3,134

Interest income from financial institutions 4 El#EHE F & 4k A

Gain on disposal of property and equipment H & ¥ % Kk % # 2 W2
Exchange gain, net [& ¥ Yt &5 %58

Sundry income FEHE U A

6. FINANCE COSTS 6. BE H A

Six months ended 30 September
BENAA=+tHLXEA

2018
—T-N\F
HK$’ 000
FAT
(Unaudited)
(REEHEZ)

4,629
7,601
14,967

Interests on bank and loan payables 817 & FEfH E & 2 Fll &
Interests on corporate bonds A alf&% 2 & &

Interests on convertible bonds (note 20) AJ# AR (&% 2 K & (Ki5£20)
Interests on lease liabilities T & & & = | &

27,197

China Fortune Financial Group Limited
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7. LOSS BEFORE TAX

NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 A 5 5 A 5 e % B ik

For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

7. BRBLAIE 18

Six months ended 30 September
BEAA=+THLEAEA

2018
—E-)N\F
HK$’ 000
FABT
(Unaudited)
(REEEZR)

Loss before tax after charging: FrR#% AT ET B E HIBR T5IFIE ¢

Staff costs: B TR :
— Directors’ remunerations # S 8¢
— salaries and allowance < K284
— retirement benefit scheme contributions
(excluding Directors) RIRBFFEMER (T RBEES)

8,865
38,252

918

48,035

Auditor’s remunerations 1% £ Efi Bl &

Depreciation on right-of-use assets A EENTE
Impairment loss on loan and trade receivables
ERERRE S EKER 2 BEEE

Operating lease payments 48 & &/J 5

190

1,448
9,652

o 50 e A A R )
SR I
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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INCOME TAX EXPENSE

Hong Kong Profits Tax has been provided at the rate of 16.5%
on the estimated assessable profit during the six months ended
30 September 2019 (six months ended 30 September 2018:
16.5%).

8.

é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

FriEHiBx

BHE_Z-—NENA=1+HI~EAR BB
FIF B 42 16.5% H9 B 2 Bt 51 8 3R B0 F 51
REE(EBHE-_T—N\FALA=ZTAHLAHE
A :16.5%) °

Six months ended 30 September
BEAA=+HLAEA

2018
—E-N\F
HK$’ 000
TR
(Unaudited)
(REEEZ)

Provision for Hong Kong profits tax & i K15 %1 % &
— Current tax BNEAFIE

423

Under the Law of the People’s Republic of China (the “PRC”)
or (“China”) on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008 onwards. No
provision for the PRC EIT has been made for subsidiaries
established in the PRC as these subsidiaries’ assessable profits
for the Period have been fully absorbed by the tax loss brought
forward from prior years. No provision for the PRC EIT has
been made for subsidiaries established in the PRC as these
subsidiaries did not have any assessable profits subject to PRC
EIT Law during the six months ended 30 September 2018.

DIVIDEND

No dividend was paid or proposed during the Period, nor has
any dividend been proposed since the end of the Period (six
months ended 30 September 2018: nil).

China Fortune Financial Group Limited
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

10.LOSS PER SHARE 10.8REHE
Basic and diluted loss per share BREAREEESR
Basic loss per share is calculated by dividing the loss BREARNBETAERRARHEE AEGEEELD
attributable to owners of the Company of approximately 26,921,000 T (BEZE=-_T— N \FNLA=1
HK$26,921,000 (six months ended 30 September 2018: BIE75E A : 4969,757,0008 7T ) B LA HR
approximately HK$69,757,000) by the weighted average BB T B INETF9%09,153,078,859
number of 9,153,078,859 ordinary shares (six months ended (EZE=ZZE-N\NFAA=THILARER :
30 September 2018: 7,086,078,859 shares) in issue during the 7,086,078,859/% ) 51 &
Period.
Diluted loss per share is calculated by adjusting the weighted EREEEENRREHEF AT EN
average number of ordinary shares outstanding to assume B LB AREETEINS B2 NETF
conversion of all dilutive potential ordinary shares. The HEETE - JHRRESFNEBRE LB AL A
convertible bonds were assumed to have been converted into IR - MR F AT ER S X B
ordinary shares, and the net loss has been adjusted to eliminate B2 o

the interest expense less the tax effect.

The calculation of diluted loss per share for the six months FEHE—_T-NFE_T—-N\FNLAZ=T
ended 30 September 2019 and 2018 does not assume the BIEANEAERESSETERRZITELRARD
exercise of the Company’s outstanding convertible bonds which AIMAREBOATRKRES  MBEBEESFEAE
had anti-dilutive effect and would result in a reduction in loss REEIEREEHEREBERL - Bt -
per share. Therefore, the diluted loss per share is the same as SR EEEEGREREEER -

the basic loss per share.

11.PROPERTY AND EQUIPMENT AND M.MERZB[EUREHEESE
RIGHT-OF-USE ASSETS

For property and equipment, the Group spent approximately MMERFZHENES  AEERABEFED
HK$26,000 (six months ended 30 September 2018: 26,0008 T (BEZ=_T—ANFILH=1THIE

S8 A : 498,508,000/ 70) BEMWEN K

o

approximately HK$3,508,000) for the purchase of property and

~

i

equipment during the Period.

o o i <R AR P A PR A W]
SRR
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é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

11.PROPERTY AND EQUIPM

ENT
AND RIGHT-OF-USE ASSETS
(CONTINUED)

Two motor vehicles with a total net carrying value of
approximately HK$225,000 were disposed of by the Group
for cash proceeds of approximately HK$560,000, resulting in
a net gain on disposal of approximately HK$335,000 which
was recognised in profit or loss during six months ended 30
September 2018.

For right-of-use assets, the Group entered into new lease
agreement for its branch office. The Group is required to
make fixed monthly payments. During the Period, the Group
recognised additional right-of-use assets and lease liabilities of
approximately HK$685,000 respectively.

12.INTERESTS IN ASSOCIATES

1

1L ERREARERARBEE

(%)

HE_Z-/\FALA=ZTRHIEREA K&
B & PR FE AR 8R40 /3225,000 8 7T 2 M
FTE A EUR £ P15 K IH49560,000/8 7T
B it R 1B 25 A FERR 5 W & #E 49.335,0008
T o

HERREEMS @ A&BEIM T HRRH
ARENFHEERZ  YESAFELEEN
oo RAHM - NEE D RIRERBINOGE A
B E M E A E%685,000/8 7T ©

1RABE QT 2 ER

At

31 March
2019

n
—E-NEF
=RA=+—H
HK$’ 000
FAT
(Audited)
(r8&%)

Cost of investments in unlisted associates A IF FHEE S A & 2 & & Bk AR

Share of post-acquisition profits and other
comprehensive expense & BB 1% & Fll & H b 2 EFH X

64,131

38,301

102,432

China Fortune Financial Group Limited
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

12INTERESTS IN ASSOCIATES 12R&E AT 2Rz (&)
(CONTINUED)

Set out below are the particulars of the principal associates as TREYWWARAZE—NhFAA=THEHE_ZE—
at 30 September 2019 and 31 March 2019 in the opinion of the NE=ZA=+—H2ZTEHLQNFFHEF - X
Directors of the Company, to give details of other associates NBEER L IEHHMBE AT ZHES
would result in particulars of excessive length: EHERLBRTE
Place of Particulars of ~ Percentage of nominal  Proportion of voting right
incorporation issuedand  value of issued capital held by the Group Principal
Name of entity Form of entity  and operation paid up capital held by the Group at board level activities
ERRLR BEC FEEBECET AREfESE
4B Ry Beny HEEARE REEEADY SN TEEH
31 March 31 March
2019 2019
ENE iy 2
=R=1-A ZR=t-A
Starlight Financial Holdings Limited liabiity ~ Hong Kong 234,000,000 33%  Investment holding
Limited (‘Starlight’) company ordinary shares (note 1)
HRENSRARERAR BRAA (3 234,000,000 (MiE1)  REBR
(T2xJ) RERR
City Eagle Holdings Limited Limited liability ~ HongKong 100 33%  Investment holding
company ordinary-shares
MBERERAR ERAT &b 100 ERR REZR
Chongoing Liangjiang New Area Limited liability ~ the PRG Registered capital of 33%  Provision of secured
Runtong Small Loans Business company 1S$30,000,000 financing services
Limited” (‘Runtong’) and microfinance
services
ERTMINEER/ EE BRAA hE BAIEDS RHE MR E BB L
BRAA ((BE]) 30,000,005 MNEETRERS
Chongaing Run Kun Management  Limited liabiity ~ the PRC Registered capital of 33%  Financial consulting
Consiting Company Limited* company HK$10,000,000 services
{‘Run Kun’)
ERENPRERERNARAR ARAA T Fiif- S AR
() 10,000,000

o o i <R A R A W
SR I
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57 WA 5 5 A 5 e o B

12INTERESTS IN ASSOCIATES

CONSOLIDATED FINANCIAL STATEMENTS

é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

12.RBE QAR 2 Em (F)

(CONTINUED)
Place of Particulars of ~ Percentage of nominal  Proportion of voting right
incorporation issuedand  value of issued capital held by the Group Principal
Name of entity Form of entity ~ and operation paid up capital held by the Group at board level activities
EMALE BEAR AEEBECET AREfKESE
BERAR ERKA Beny HRErEE REEEADY SR RN
31 March
2019
China Runking Financing Limited liability ~ Hong Kong 1 ordinary share Provision of loan
Group Limited company financing services
hEES N ERRARAA ERAR B 1REER REETRARS

*

The English transliteration of the Chinese name in this report, where
indicated, is included for information purpose only, and should not
be regarded as the official English name of such Chinese name.

China Runking Financing Group Limited, City Eagle Holdings
Limited, Run Kun and Runtong are wholly-owned subsidiaries of
Starlight.

Notes:

1. The Group is able to exercise significant influence over Starlight
and its subsidiaries (“Starlight Group”) because it has the power
to appoint two out of the six directors of that company under the
provisions stated in the shareholders’ agreement.

As at 30 September 2019, included in the cost of investments
in associates was goodwill of approximately HK$4,052,000 (as
at 31 March 2019: approximately HK$4,052,000) arising on the
acquisition of associates.

China Fortune Financial Group Limited
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hEEENEERERAT - REZRER
AT R EENARA Y 2 EWEAT -

B AL

1. AEEAHEAREWNBERAR ([EXEE])
TRERFEN  REAAEBERERER
BIAFINEXEREEZ AR NBEETHM
%Z o

RZZE—NAFALA=ZTAH BEQRKRERK
RNE IR RS D R EL 2 BB 474,052,000
BLT(R_ZE—hAhE=ZA=Z+—8 4
4,052,000 7T) °
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For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

13.INTERESTS IN JOINT VENTURES BREE QR 2
At
31 March
2019
n
—E-NEF
=RA=+—H
HK$’ 000
FAT
(Audited)
(&&= =%)
Cost of investments in unlisted joint ventures R 3E F A & A A Z AR A 1,415
Share of post-acquisition losses and other
comprehensive expense BN IEZ BB R EM2HEMAS (328)
1,087
Details of the joint ventures as at 30 September 2019 and 31 RZE-—NFNA=ZFTBR=_ZE—NF=A
March 2019 are as follows: =+—H GEQFZFBEOT :
Place of Particulars of ~ Percentage of nominal Proportion of voting right
incorporation issued and value of issued capital held by the Group Principal
Name of entity Form of entity - and operation paid up capital held by the Group at board level activities
AL BEfR  AREERCRORA AEEfiEESE
BEAE L1317 REEnY BEEATE HERA REELH IERH
31 March 31 March
2019 2019
“E N
“HEIEH
Shenzhen Qianhai Fortune Financial  Limited liabilty ~ the PRC Registered capital 40%  Provision of corporate
Service Company Limited® company of RMB754,000 financial consultancy
(‘Qianhai Fortune Financial’) service
rMiniAEdeRREERAAE  BARAT HE AHESARK AL
([arsEaed) 754,0007 Erl A
o okl < R A B 8 ) B o

SR I
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é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

INTERESTS IN JOINT VENTURES 13.AG#ArlziEs (&)
(CONTINUED)
Place of Particulars of ~ Percentage of nominal  Proportion of voting right
incorporation issuedand  value of issued capital held by the Group Principal
Name of entity Form of entity  and operation paid up capital held by the Group at board level activities
BRI BRAR  AREEACEORE AREfKESE
BERAB L1078 e HREREE HERAL REELH RN
31 March 31 March
2019 2019
ity
ZA=t-R
Shenzhen Qianhai Fortune Equity Limited liabiity ~ the PRC Registered capital 40%  Inactive
Investment Management company of RMB2,989,000
Company Limited*
(‘Qianhai Fortune Equity’)
AMIEEEEREREERERAR  BRAR i iERARY ek
([AEERRE]) 2,989,000

*

The English transliteration of the Chinese name in this report, where
indicated, is included for the information purpose only, and should

not be regarded as the official English name of such Chinese name.

The Group holds 30% of equity interests of Qianhai Fortune
Financial and controls 40% of the voting power in the board
meeting. Under a shareholders’ agreement, the major financing
and operational decisions of Qianhai Fortune Financial should
be unanimously approved by the Group and other venturers.
Therefore, Qianhai Fortune Financial is regarded as a joint
venture of the Group.

The Group holds 30% of equity interests of Qianhai Fortune
Equity and controls 40% of the voting power in the board
meeting. Under a shareholders’ agreement, the major financing
and operational decisions of Qianhai Fortune Equity should
be unanimously approved by the Group and other venturers.
Therefore, Qianhai Fortune Equity is regarded-as a joint venture
of the Group.

China Fortune Financial Group Limited
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NOTES TO THE CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2019 & Z —Z—hE N A=+ H L/~ @A g

14.LOAN AND TRADE RECEIVABLES

Loan and trade receivables comprise i) trade receivables arising
from security brokerage business and other businesses and ii)
loan receivables arising from money lending business.

57 A 5 5 A 5 e % B ik

HVEWRERKE S EWRM

R EFREE S REIRRBIED) KB BHL
REBREMER 2B H RN KB
MER < BKRER -

At

31 March
2019
RZE—NF
5=l
HK$’ 000
FAT
(Audited)
(&%)

Notes

B E

Trade receivables & 5 fE Ut BE &
Loan receivables — current R E 2 — &)

122,527
233,619

Loan receivables — non-current JEWE X — JER B

356,146
3,791

359,937

o o i <R A R A W
SR I



NOTES TO THE CONDENSED
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= For the six months ended 30 September 2019 &HZ —ZT— AF N A=FH IE/NE B

14.LOAN AND TRADE RECEIVABLES 14.FEUlR & %
(CONTINUED) (&)

kB 5 EWERMK

a) B5EWRN

a) Trade receivables

The followings are the balances of trade receivables, net of
expected credit losses (‘ECL”):

BHREERR s CNGRRBEEERR
((AMFEBR])) T :

At

31 March
2019
RZZE—NF
=HA=+—H
HK$’ 000
FHT
(Audited)
(e&EZ)

Trade receivables from security brokerage business
REFBFLLEBE HRBIRR
— cash clients & EF

— Hong Kong Securities Clearing Company Limited (‘HKSCC”)

BEERREEARAR ([BEBEH])
— margin clients FFEE P

Trade receivables from other businesses 3 B E fth %75 ~ & 5 FE U BR &

686

1,073
118,498
6,456

Less: Impairment loss & : Ja{E &2

126,713
(4,1806)

122,527

The settlement terms of trade receivables, except for
secured margin clients, arising from the business of dealing
in securities are two days after the trade date. The Group
allows an average credit period of 30 days (as at 31 March
2019: 30 days) to its trade customers of other businesses.
Also, the settlement terms of HKSCC is 2 trading days after
the transaction date.

No aging analysis is disclosed for the Group’s margin clients
as these margin clients were carried on an open account
basis, and only fall due on conditions or on demand by the
Group. The Directors of the Company consider that the
aging analysis does not give additional value in the view of
the nature of business of margin-financing.

China Fortune Financial Group Limited
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CONSOLIDATED FINANCIAL STATEMENTS

57 A 5 5 A 5 e % B ik

For the six months ended 30 September 2019 HZE —ZE—AFNA=F+H LN dlﬁ =

14LOAN AND TRADE RECEIVABLES 14.FEUlR & 3%
(CONTINUED) (&)

kB 5 EWERMK

a) 5 EWRN (&)

a) Trade receivables (Continued)

The following is an aging analysis of trade receivables
(excluded margin clients), net of ECL, at the end of the
Period/year based on the invoice date which approximated
the respective revenue recognition dates is as follows:

HERBEZAH (HEE 8 2 WARER B HE
%) BHRYER (FREPRKRIN BRA
HE FR(NREHREEBE) 2RKe
DA :

At
31 March

(Audited)
(18 &=%)

Less than 30 days 30 H
31 to 60 days 31260H
61 to 90 days 61290 H
Over 90 days 90 H A

6,856
87
102
1,170

8,215

Trade receivables from cash and margin clients are secured
by the clients’ pledged securities at quoted market value
of approximately HK$279,644,000 (as at 31 March 2019:
HK$455,482,000) which could be realised at the Group’s
discretion to settle any margin call requirements imposed by
their respective securities transactions. There is no repledge
of the collateral from margin clients for the six months
ended 30 September 2019 and 2018.

REeRFEREFZESRBEFURS
ZEIRE SR I5MEL /£279,644,000
Br(RZZE—NLE=A=+—H8:
455,482,000 7T ) K - B AL B A1
*“ﬁﬁ%ﬁﬁ &5 o DB EEMIE 1§

BHRETZELFRGNBEL Z2ITER
ng BE-T - NWFERZIZT—N\F
NA=Z+HIEASEAR  FEREF 2EHR
YT A A R o

o o i <R A R A W
SR I
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LOAN AND TRADE RECEIVABLES
(CONTINUED)

b) Loan receivables

14.FE
(

é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

&)
b) EWEX

Non-current portion 3£ B2
Secured loan receivables FE U A I E %
Unsecured loan receivables [ Y 0 &

Current portion FREEH 5
Secured loan receivables FEU A HEIFE
Unsecured loan receivables fEU K E =X

The secured loan receivables are secured by equity shares
of listed companies and second mortgage over certain
property units and bear interest at a fixed interest rate at
10% to 20% (as at 31 March 2019: 9% to 18%) per annum.

The unsecured loan receivables carry interest at fixed
interest rate at 12% to 15% (as at 31 March 2019: 12%
to 15%) per annum. The unsecured loan receivables
are guaranteed by an independent third party as at 30
September 2019 and 31 March 2019.

China Fortune Financial Group Limited
INTERIM REPORT 2019

WERKE Z EWIERMK

At

31 March
2019
RZZE—NF
E-=T—H
HK$’ 000
FABT
(Audited)
(&%)

2,169
1,622

3,791

180,427
53,192

233,619

237,410

FERAEBERTIA LM AR 2SR
MRETYEEN 2 IXIREER - Wik
BEEFMEI0%ZE20% (R -_ZE—NF=
A=+—H : 9%=18%) st & °

EWEERAERREEFMNEI12%E
15% (R_FE—NEF=A=+—8 :12%
B15%):18 - R-T—AEFENA=ZFH
F_E-NF=ZA=+—8  BKEIEL
HEFBR—RBIE=FER -
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For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A g

14LOAN AND TRADE RECEIVABLES UWEWER K E 5 E WX

b
(CONTINUED) (#&)
b) Loan receivables (Continued) b) EWER (&)
The following table illustrates the aging analysis, net of ECL, TRBIANAEHEFREOKEEZE
based on the loan drawdown date, of the loan receivables WEFIREEREMBEE D ZRR DT
outstanding at the end of the Period/year: (MBRTEAEEESE)
At
31 March
2019
R_ZT—NEF
=A=+—H
HK$’ 000
FH&T
(Audited)
(#=Z)
Less than 30 days #30H 51,873
31 to 60 days 31260H 156,552
61 to 90 days 61290H 103
Over 90 days 90H M 28,882
237,410
The loan receivables are due for settlement at the date FE W E A M B B 5 1% s 5 0E B 2 21 B
specified in the respective loan agreements. HHE -
No impairment loss in respect of loan receivables (as at 31 R - B R E R RE R E &
March 2019: nil) has been recognised during the Period, BR=2—NhF=A=+-H :#&)
which is based on the estimated irrecoverable amount by EN2ZEFEE  BEELQCENEE
reference to the creditability of the customer, past default BEFIEREREGET AT IR D REE
experience and subsequent settlement. E o
v ] B 5 4 b AR T A PR ]

SR I
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NOTES TO THE CONDENSED
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BANK BALANCES AND CASH
Bank balances and cash - trust

The Group maintains segregated trust accounts with a
licensed bank to hold clients’ monies arising from its securities
and futures brokerage and financing business. The Group
has classified the clients’ monies as bank balances and
cash — trust under the current assets of the condensed
consolidated statement of financial position and recognised
the corresponding trade payables to respective clients on the
ground that it is liable for any loss or misappropriation of clients’
monies. The Group is restricted to use the clients’ monies to
settle its own obligations.

Bank balances and cash - general

Bank balances and cash held by the Group which amounted
to approximately HK$229,457,000 (as at 31 March 2019:
HK$230,521,000) were with an original maturity of three months
or less. The bank balances and bank deposits carried interest at
market rates ranging from 0% to 2.87% (as at 31 March 2019:
0% to 3.2%) per annum.

Short-term deposits held by the Group amounting to
approximately HK$85,910,000 (as at 31 March 2019:
HK$13,234,000) were maturity of more than three months and
within one year at acquisition.

As at 30 September 2019, the Group had bank balances
of approximately HK$112,414,000 (as at 31 March 2019:
HK$61,830,000) and HK$87,065,000 (as at 31 March 2019:
HK$13,776,000) which were originally denominated in United
States dollar (‘USD”), and Renminbi (‘RMB”) respectively.

China Fortune Financial Group Limited
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—NEFEARA=THIEREA

THReHERAES
BITEBRAS — 5

REBRFBRRITHRRBILEERESPARFE
RAEBSLPERLCERERBELZEFR
HHE - AEBBEFRESELAERAGREE
BARRARREEER N2 IRITEHRRAS —
Ert  MEARAEBARZEEFPRAZE
AR IBA AR - BmRRERZEX
BEREBEFPZEZRNER - AEETE
EHEPRERANEREARNFER -

RITEHREE - —K

REBMFRTESREBE e ZRIBAE A=
AT » & £49229,457,0008 7T (KA
—ZE—NAF=A=+—H :230,521,000/%
TL) o RITHABRIBITFHRIREFNTO%E
287T%(MZE—NF=A=1+—"8 : 0% =
3.2%) ZTHIHBFIEET L o

REEFFERTRCKERIBHABRE=
1lﬂ& FR - £3485,910,000%8 7T (B

T—HhF=ZA=+—H : 13,234,000
TT) °

R—ZFE—AFNALhA=+8 2£BEH
112,414,000 T (RZE—NF=A=+
—H : 61,830,000/ 70) &87,065,000% 7T
(R=ZE—NF=A=+—H : 13,776,000

TO) ZIRITEBRRADRIRET ([Ex]) &
AR (TAR®DGHE-
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16.TRADE PAYABLES, OTHER PAYABLES
AND ACCRUALS

57 A 5 5 A 5 e % B ik

16.

At

31 March
2019
RZZE—NEF
=RA=+—H
HK$’ 000
FABT
(Audited)
(feE:Z)

Trade payables from the business of dealing in securities:
REBHEEXB EHEMNER

- Margin and cash clients HERBEEE P

Property and equipment payables ¥ & 2% f& fe <t &
Other payables and accruals Hfth &<t 5118 [ fe s+ &

530,820
385
19,264

550,469

For trade payables, no aging analysis is disclosed for the
Group’s margin and cash clients as these clients were carried
on an open account basis, the aging analysis does not give
additional value in the view of the nature of business of margin
financing.

17.LOAN PAYABLES

As at 30 September 2019, bank loans amounted to
approximately HK$191,950,000 (as at 31 March 2019:
HK$100,259,000) borne variable interest rate of 3.95% = 4.77%
(asat 31 March 2019: 3.59% — 4.81%) per annum. The bank
loans were guaranteed by the wholly owned subsidiary, Fortune
Finance Limited.

AEBZERNERMS  ARAKREZHFRER
ReBPVEERKRPELEINR  ERFR
MEXBZHE RS ERIMEE -
BAEBEAREETS 2RI

17.EFER

R—TE—-—NAEFNLAE=+H: &8AEY
191,950,000 TR SRITER (R=F=1F
=ZA=+-H :100,259,000/870) &5 &
3.95% B 4 el == iées A==
H : 3.59%%4.81%) B ZB) AR5 8 © R1T
ERHEZAWNBARERMBHRA FER -

o o i <R A R A W
SR I



NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

57 WA 5 5 A 5 e o B

é For the six months ended 30 September 2019 HZE —ZE—NF N A=+H It~ E A

18.SHARE CAPITAL 18. I A<
Number of
shares Amount
RG#E Eax]
Notes 000 HK$’ 000
B =E & FABT
Authorised: JATE :
At 1 April 2018 (audited), 31 March 2019 (audited) and
30 September 2019 (unaudited), ordinary shares of
HK$0.01 each
RZE-N\FMA—B (&%) —E-NF=HA=+—H
(8ERZ) RZZE—NFARA=1TH (REEZ)
BREEO0.018 Tz T 20,000,000 200,000
Issued and fully paid: 2217 R&E
At 1 April 2018 (audited), ordinary shares of HK$0.01 each
RZZ-\FOA—H (BFEZ) BREEO.01B T EBAK 7,086,079 70,861
Issue of shares for convertible bonds exercised
FAITE AT AR B BT AR D a) 650,000 6,500
Issue of shares upon subscription 528827789 b) 1,417,000 14,170
At 31 March 2019 (audited) and 30 September 2019 (unaudited),
ordinary shares of HK$0.01 each
RZB-NF=ZA=+—H (BER) RZZE-—NFNLA=TH
(RgEZ) BIREE0.01 BT 2 ik 9,153,079 91,531

a) Issue of shares for convertible bonds a) MITETRRESFBITRG

exercised

On 14 January 2019, the holder of convertible bond series
2019 A exercised the option to convert as ordinary shares
at HK$0.06 for 650,000,000 shares.

China Fortune Financial Group Limited
INTERIM REPORT 2019

RZE—NF—A+TH #EES
52019 AZEB AITHEBRENLRES
f%0.06% Jt i, # A 650,000,000 f% & 3@

R o
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18.SHARE CAPITAL (CONTINUED)

b) Issue of shares upon subscription

On 13 December 2018, the Company entered into
subscription agreement with the subscribers pursuant
to which the subscribers have conditionally agreed to
subscribe for, and the Company has conditionally agreed to
allot and issue a total of 1,417,000,000 subscription shares
at the subscription price of HK$0.07 per subscription share.

All the conditions of the subscription agreements have been
fulfilled and the completion of the subscriptions took place
on 31 December 2018. Subscription shares of 700,000,000
and 717,000,000 were allotted and issued to Ms. Sit Lai
Hei and Eastasia Power Holding Limited, respectively by
the Company, at the subscription price of HK$0.07 per
subscription share.

19.CORPORATE BONDS

NOTES TO THE CONDENSED

57 A 5 5 A 5 e % B ik

18. B A (#8)
b) RBERTRE

R=ZZE—N\F+=A+=H  AA"EH
REAFTURERZ - Bt - REAL
BRMHRERE  MARBEEEHE
i [R] B AL 3% & 3174 2£1,417,000,000 3%
RERD  REBELAERARERM0.07
PETT °

REBEMBRECEEXNARBEE
RZEBE—NFE+_A=+—HB=xK °
RAAREREBTRABERMN0.07%
JL9 Bl 1A B2 328% 22 + N Eastasia Power
Holding Limitedfic # } #17700,000,000
fi% %2 717,000,000 % :REERZ 15

19. A FfESH

At

31 March
2019
RZZE—NEF
=RA=+—H
HK$’ 000
FAT
(Audited)
(f&F2)

Current i &)
Non-current 3E7 &)

10,340
147,912

168,252

o o i <R A R A W
SR I



NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

i85 W 4ok 5 S 985 e 7 M

é For the six months ended 30 September 2019 HZE - — NF L A=+ HIE/NEA

19.CORPORATE BONDS (CONTINUED) 19. A FIES (&)

Particulars of outstanding corporate bonds at reporting date RFEBRREERRBEHERETFHOM
summarised by original issue year are set out below: iz FEEHSIAT

Original Annual Effective Carrying

Issue in the year ended terms coupon rate interest rate Principal amount

BEUTHHLFERET EEFH FREER BERA= rEE IREE

HK$’ 000 HK$’ 000

FAT FAT

At 30 September 2019
R=B-AFAA=TH
31 March 2014
—E-WE=A=+—H
31 March 2015
—FE-AF=A=+—H
31 March 2016
meRANnE S B = J-—iE
31 March 2017
—E—+tF=A=+—H

At 31 March 2019
R-E—hF=A=+—H

31 March 2014 7 - 7.5 years 6% — 7% 8.59% — 9.66% 43,000 42212
—E-—NE=ZA=+—H 7-75%
31 March 2015 7 years 6% — 6.5% 8.59% — 9.12% 57,500 55,974
—Z—R&=A=+—8H TE
31 March 2016 5— 7 years 6.5% — 7% 9.12% - 9.76% 21,810 21,256
T RF=ZA=1+—H 5-7%F
31 March 2017 3 -7.5years 6% - 6.5%  9.10% — 10.34% 40,100 38,810
—E—+tF=ZA=+—H 3-75%

158,252

China Fortune Financial Group Limited
INTERIM REPORT 2019
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For the six months ended 30 September 2019 HZE —ZT—AF LA =FTHIEN dlﬁ =

19.CORPORATE BONDS (CONTINUED) 19.27

These corporate bonds are repayable in the following schedule:

TES TO THE CONDENSED
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At

31 March
2019
RZZE—NF
=A=+—H
HK$’ 000
T
(Audited)

(18 &%)

Within one year —£& AR
More than one year but not exceeding two years — A _HE TR BRI F

More than two years but not exceeding five years R4 LA H{B T iBi@ T F

More than five years LA E

10,340
42,074
104,002
1,836

158,252

o o i <R A R A W
SR I
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20.CONVERTIBLE BONDS

The Group employs convertible bonds as one of its sources
of financing. In the both year/period presented, the Company
issued below series of convertible bonds with maturity terms for
3 years, unsecured, coupon rate at 2%.

Convertible bonds are carried at amortised cost, and
corresponding equity components, namely convertible bonds
reserve, were recognised at issue date. At reporting date,
carrying amounts of the convertible bonds and this reserve
were:

CONSOLIDATED FINANCIAL STATEMENTS

é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

20. A/ R E S

AEEMNAAIREREFRET -—BHEEK
R REESIRFEEBHE - ARRETN
TERINZABMBES  FHR=F  RE
H - RESK2%FE -

AR E S IR A ARSI B - AR R 2
BB (BRI A E 54 ) T 81T B HIHE
R NBEEY  TBRBRESFEZERB K
EERS :

(Audited)
(18 &=%)

Convertible bonds T} & %
— Current R
— Non-current 3E7i&h

195,244
72,823

268,067

Convertible bonds reserve A& H

71,982

China Fortune Financial Group Limited
INTERIM REPORT 2019




20.CONVERTIBLE BONDS (CONTINUED)

Particulars of outstanding convertible bonds at reporting date

NOTES TO THE CONDENSED
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For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

20. AR AR 35 ()

RS AR R e R R R E 5 F 58T

are set out as below: W
Issuer
Effective Conversion earlier
Coupon interest price redemption
Issue date Maturity date rate rate Principal per share right
BITA
B{TAM FHHE FEE  HEA=E X8 BSREIKE RAEDE
HK$’ 000 HKS
TAT BT
At 31 March 2019
R-ZTB-NF
=A=+—H~
2019 A 5 July 2018 4 July 2021 2% 11.74% 60,000 0.060 No
—Z-N\EF —T-—fF
2019 A +ARH +AmA i
At 31 March 2018
RZE—N\EF
=R=+—H
2018 A 28 June 2017 27 June 2020 2% 11.17% 60,000 0.060 No
—T—+F ZEZZF
2018 A ~NAZ+N\R Y =tk &
At 31 March 2017
RZZE—t5F
=A==+ H
2017 C 30 March 2017 29 March 2020 2% 12.47% 390,000 0.060 ~ No
g — ZE T
2017 C & A=1H SAZ+AhA =
o ok < R I A R 8 ]

SRR
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20.CONVERTIBLE BONDS (CONTINUED)

Movements of carrying amounts of the liability components and
equity components are summarised below.

CONSOLIDATED FINANCIAL STATEMENTS

L= For the six months ended 30 September 2019 i Z —Z— A F N A=1+HIE/NEA

Convertible Bond Series

AR RE SRS
2017 C 2018 A 2019 A Total
2017 C 2018 A 2019 A Mt
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FAT FAT FAT FABT
Liability components & &35 %
At 1 April 2018 (audited) R =F— \FMHA—H (LE%) 173,581 49,900 - 223,481
Issue of convertible bonds 17 AJ 3% (&% - - 45,255 45,255
Interests at effective interest rates IRE B F| R E 7 | 2 21,663 5,686 3,205 30,554
Conversion at exercise 7T{# R H#A% - = (31,223) (31,223)
At 31 March 2019 (audited)

—NE=ZA=+—H (BER) 195,244 55,586 17,237 268,067
Interests at effective interest rates 1L E BRI KT E 2 F 8 12,175 3,155 1,024 16,354
At 30 September 2019 (unaudited)

RZZE-NFNA=1H (REEXR) 207,419 58,741 18,261 284,421
Convertible Bond Series
AR E S RS
2017 C 2018 A 2019 A Total
2017 C 2018 A 2019 A et
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FAT FAT FHT FAT
Equity components #5282
At 1 April 2018 (audited) A =Z— /)\FMM A —H (KEX) 52,823 13,998 = 66,821
Issue of convertible bonds %17 A] # f% (& % - - 14,745 14,745
Issue of shares for convertible bonds exercised
LT AT AR B 5 31T AR D - - (9,584) (9,584)
At 31 March 2019 (audited) and
30 September 2019 (unaudited)
RZZE—NF=ZA=+—H (BFZ) &
—NFENAA=ZTBREER) 52,823 13,998 5,161 71,982

China Fortune Financial Group Limited
INTERIM REPORT 2019
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21.RELATED PARTY TRANSACTIONS
Compensation of key management personnel

All executive Directors were considered to be the key
management personnel of the Group for the six months ended
30 September 2019 and 2018. The remuneration of executive
Directors during the Period was as follows:

NOTES TO THE CONDENSED
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N.BAEALRS
TEEBASEHE

BE_T-NFR-ZE-N\FAA=THL
ANER  2BATEFHREAR/RAEEZIEE
EEAR - ITESERAMBAZFHMMT -

Six months ended 30 September
BEAA=THLAEA

2018
T N\F
HK$’ 000
FAT
(Unaudited)
(REEHERZ)

Short-term benefits 52 HA4& Fl|
Post-employment benefits iR K& 7l

7,915
38

7,953

o o i <R A R A W
SR I
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é For the six months ended 30 September 2019 HZ —Z—AF N A=F+HIE/NEA

22.COMMITMENTS 22. 7 ¥&
() Operating lease commitments (i) REHERIE
The Group as lessee AEEFEBAHA
At the end of the Period, the Group had no lease NAHIE R NEBTEBEAE (R
commitments (as at 31 March 2019: total future minimum E—NE=A=+—H : BETITH
lease payments under non-cancellable operating leases) LT BT A 2 R R R K E 2
which fall due as follows: 1% ) FA T 51| HA RS 5 Y
At
31 March
2019
RZE—NF
— H=ar=1]
HK$’ 000
THBT
(Audited)
(&%)
Within one year —&F R 18,844
In the second to fifth years, inclusive £ —EFE R F (BIEEEME) 15,622
34,466

(ii) Capital commitment (i) EAEIE
The Group had the following capital commitment at the end RAERE F R
of the Period/year: £

Contracted but not provided for: & 5141 AR B :
Investment in joint ventures RA & A Al 2 &

China Fortune Financial Group Limited
INTERIM REPORT 2019

C AEEA TIEARE

At

31 March
2019
R-ZT—NhFE
=A=+—H
HK$’ 000
FHET
(Audited)

(18 2=%)

9,518
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For the six months ended 30 September 2019 &#Z —ZT—AF N A=F+HIE/NEAR g

23.FAIR VALUE MEASUREMENTS OF 2. &@@mT Az A¥{EE
FINANCIAL INSTRUMENTS

Financial instruments and non-financial assets measured at RERGEETBRAARRATEFEZSH
fair value in the condensed consolidated statement of financial TEARFEMEE  REBMBHRSELE
position are categorised into the three level fair value hierarchies 1IBR[AFEFEIZESE  PER=EARXF
as defined in HKFRS 13, “Fair Value Measurement”. BER -

The following table gives information about how fair values of TREHEHETERMEEAFE 2R (L
these financial assets are determined (in particular, the valuation HEMERMEABBARE) 2&H -

technique(s) and input(s) used).

Fair value as at

RUTBEBHZATE
31 March
2019
—E—NEF
=A=+—8©
Valuation
Fair value technique(s) and
Financial assets and financial liabilities HK$ 000 hierarchy key input(s)
EERM &
cREEREMAE FHE T AFEER FEBABE
(Audited)
(&EZ)
Financial assets at FVTPL
RATEIAEERECeREE
— Equity securities listed in Hong Kong 96,147 Level 1 Quoted bid prices in
REB LM 2RARS EF—H active market
BRI
BEAE
— Bonds-linked notes (i) /&% & 85 Z 1% (i) 25,141 -Level 3 Discounted cash
E=M flow
TRRERE
Financial assets at FVOCI
BATEIAEMEEEG @ fEE
— Unlisted equity securities (ii) 264 Level 3 Net asset value
FE_E T IR AN 38 5 (ii) F=R B EFE
There were no transfers between levels of fair value hierarchy. in RARHRE,FA - A REERBR 2 B EEE o
the Period/year.
o 8 5 4 A A PR ]
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= For the six months ended 30 September 2019 &z ==

23.FAIR VALUE MEASUREMENTS
OF FINANCIAL INSTRUMENTS
(CONTINUED)

()  The notes are linked to the listed bonds. The fair value of
bonds-linked notes is estimated using a discounted cash
flow technique. It is estimated by the future coupon rate,
adjusting for the risk and discounting from 7.882% to
7.963% for the bonds and notes.

(i) The fair value of the unlisted equity investment is referenced
to net asset value of the partnership during the Period.

The reconciliation of the carrying amounts of the Group’s
financial instruments classified within Level 3 of the fair value
hierarchy is as follows:

—NEFEARA=THIEREA

2B EEMT RNV ENE (&)

() ZBEHEEFMESHHN - E5HBZEZ
ATEFEAFRBESCRERMEF - I
FERARREERMGET - BREKRIEDFHE
W ESH R EHEITIRT7.882% £ 7.963% ©

(i) FEETRAREZAFEDSLELRGH
NAEBLEZEEFERL

REEBSHEAATFTEELFE=-HHNESRHT
ZIREEHRMOT

Bonds-linked Unlisted equity

notes securities

BEFHHEE I EHRAE S

HK$’ 000 HK$’ 000

FAT FHT

At 1 April 2019 (Audited) R=F—NFMHA—B (KHEZ) 25,141 264
Acquisition of the financial assets Y i & g & &= = 10,865
At 30 September 2019 (Unaudited) R =T —NLF A=+ H (R&EHFZ) 25,141 11,129
The Directors of the Company consider that the carrying RARESZRA  NEBRFEE U BEHREANIZ

amounts of financial assets and financial liabilities recorded
at amortised cost in the condensed consolidated financial
statements approximate their fair values.

China Fortune Financial Group Limited
INTERIM REPORT 2019

BERNIRZeMEER SR B BEREE
BiREZ N HERES



NOTES TO THE CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

57 A 5 5 A 5 e % B ik

For the six months ended 30 September 2019 HZE —ZE—NFNA=+HB It~ E A

24.EVENT AFTER THE REPORTING PERIOD

On 9 November 2017, the subscription agreement dated 23
January 2017 entered into by the Group in relation to the
establishment of a joint venture was terminated due to a change
in the shareholding structure of the joint venture company.
On 9 November 2017, the Group therefore entered into a
new subscription agreement with independent third parties
in relation to the establishment of the joint venture at total
investment amount of RMB1,000 million and the Group shall
contribute an aggregate amount of RMB300 million and hold
30% shareholding in the joint venture. The establishment of
the joint venture is subject to approval by the China Securities
Regulatory Commission. As at the date of the report, the
approvals had yet to be obtained in this regard.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Results

For the Period, revenue of the Group amounted to approximately
HK$71,824,000, representing an increase of approximately 73.92%
from approximately HK$41,297,000 for the six months ended 30
September 2018. The increase in turnover was mainly attributable
to increase in turnover contributed from the Group’s brokerage and
margin financing business, asset management business and money
lending business.

The Group recorded a loss of approximately HK$26,921,000 for the
Period, as compared with the loss of approximately HK$69,757,000
for the corresponding period in 2018. Net loss attributable to
owners of the Company amounted to approximately HK$26,921,000
for the Period, while the Group recorded the loss of approximately
HK$69,757,000 for the corresponding period in 2018. The decrease
in loss for the Period was principally attributable to (i) higher revenue
than that in the same period of last year; and (ii) significant decrease
in staff costs.

The basic and diluted loss per share for the Period was
approximately HKO.29 cents as compared with the basic and diluted
loss per share of approximately HK0.98 cents for the corresponding
period in 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review
Brokerage and margin financing

During the Period, the business of brokerage and margin financing
recorded a revenue of approximately HK$22,810,000, representing
an increase of approximately 43.49% as compared to the revenue
of approximately HK$15,897,000 for the corresponding period in
2018. The increase in revenue was mainly contributed from the
Group’s underwriting business.

The Group’s strategy is to focus and strengthen existing securities
operation and work in close collaboration with our corporate finance
business as well as wealth management business, in order to
provide an one-stop integrated financial services to better serve our
institutional and high networth individual clients.

Corporate finance

The corporate finance market was under a keen competition
during the Period. Segment revenue from corporate finance
business decreased by approximately 0.74% from approximately
HK$18,476,000 to approximately HK$18,340,000 while the
segment profit for the Period amounted to approximately
HK$2,727,000 as compared to a segment loss amounted to
approximately HK$4,837,000 for the corresponding period in 2018.
The improvement of segment performance was mainly due to the
significant decrease in staff costs.

Money lending and factoring

During the Period, the Group recorded an interest income from
money lending of approximately HK$19,813,000 (six months ended
30 September 2018: approximately HK$4,703,000), representing
an increase of approximately 321.28% as compared with the
corresponding period in 2018. The segment profit for the Period
amounted to approximately HK$18,845,000 (six months ended 30
September 2018: approximately HK$2,561,000). Such growth was
primarily attributable to the growth in average loan balance which
was the result of the Group’s effort in expanding lending business.
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Consultancy and insurance brokerage

During the Period, the Group recorded a segment revenue from
consultancy and insurance brokerage services of approximately
HK$1,700,000 (six months ended 30 September 2018:
approximately HK$1,183,000), representing an increase of
approximately 43.70% as compared with the corresponding period
in 2018. The Group’s growth in revenue volume resulting from the
Group’s efforts to promote innovation in its insurance services.

Asset management

During the Period, the Group recorded a segment revenue
from asset management of approximately HK$9,166,000 (six
months ended 30 September 2018: approximately HK$40,000).
The increase in segment revenue was mainly attributable to the
expansion of financial assets investment during the Period.

Outlook

We are in an era of drastic turmoil of global politics and economy,
and Hong Kong is now in a turbulent center. Looking ahead, the
Group will continue to implement its established development
strategy on the premise of strictly complying with compliance
requirements, controlling risks and costs. Based on the mainland
and Hong Kong financial markets, the Group will continue to focus
on the development of investment banking business (including
sponsor, financial consultancy, debt and equity underwriting
businesses), asset management business, stock and bond
proprietary trading, and various financing businesses (including
securities margin, structured financing, secured-asset financing)
with a view to achieving sustainable development to offer greater
returns to shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Structure

As at 30 September 2019, the nominal value of the total issued
share capital of the Company was approximately HK$91,531,000
comprising 9,153,078,859 shares of the Company of HK$0.01 each
(the “Shares”).

The Group actively and regularly reviews and manages its capital
structure and makes adjustments to the capital structure in light
of changes in economic conditions. For the licensed subsidiaries
of the Group, the Group ensures each of them maintains a liquid
capital level that is adequate to support the level of activities with a
sufficient buffer to accommodate increases in liquidity requirements
arising from potential increases in the level of business activities.
During the Period, all the licensed subsidiaries of the Group
complied with the liquid capital requirements under the Hong Kong
Securities and Futures (Financial Resources) Rules.

Capital Risk Management

The Group manages its capital to ensure that entities of the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balances.

The capital structure of the Group consists of debt, which includes
convertible bonds, corporate bonds, bank loans, cash and cash
equivalents and equity attributable to owners of the Company,
which comprises issued share capital and reserves.
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The Directors review the capital structure regularly. As part of the
review, the Directors consider the cost of capital and the risks
associated with each class of capital, and take appropriate actions
to adjust the Group’s capital structure. The overall strategy of the
Group remains unchanged during the Period and the year ended 31
March 2019.

For certain subsidiaries of the Group, they are regulated by the
Securities and Futures Commission (“SFC”) of Hong Kong and
are required to comply with certain minimum capital requirements
according to the rules of SFC. Our management monitors, on a
daily basis, the subsidiaries’ liquid capital level to ensure it meets
the minimum liquid capital requirements in accordance with the
Hong Kong Securities and Futures (Financial Resources) Rules. The
range of liquid capital is from HK$100,000 to HK$3,000,000 or 5%
of their total adjusted liabilities, whichever is higher.

One of the subsidiaries of the Group is a member of the Professional
Insurance Brokers Association Limited and is required to maintain a
minimum net asset value of HK$100,000 at all times.

There is no non-compliance of the capital requirements of the
Group’s members imposed by the respective regulators during the
Period and the year ended 31 March 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and Financial Resources and Gearing
Ratio

During the Period, the Group mainly financed its operations by cash
generated from operating activities and bank loans.

As at 30 September 2019, the Group’s current assets and current
liabilities were approximately HK$1,084,595,000 (as at 31 March
2019: approximately HK$1,349,194,000) and approximately
HK$709,716,000 (as at 31
HK$857,039,000) respectively, while the current ratio was about
1.53 times (as at 31 March 2019: about 1.57 times).

March 2019: approximately

As at 30 September 2019, the Group’s aggregate cash and cash
equivalents amounted to approximately HK$315,367,000 (as
at 31 March 2019: approximately HK$243,755,000),
approximately 36.75% was denominated in Hong Kong dollars (as at

of which

31 March 2019: approximately 68.98%), approximately 35.65% was
denominated in USD (as at 31 March 2019: approximately 25.37%),
and approximately 27.60% was denominated in RMB (as at 31
March 2019: approximately 5.65%), representing approximately
29.08% (as at 31 March 2019: approximately 18.07%) of total
current assets. As at 30 September 2019, the Group had bank
loans with accrued interest in approximately HK$191,950,000 (as at
31 March 2019: approximately HK$100,259,000).

During the Period, no financial instruments were used for hedging
purposes. As at 30 September 2019, the gearing ratio, measured on
the basis of total borrowings as a percentage of equity attributable
to owners of the Company, was approximately 169.86% (as at 31
March 2019: approximately 129.15%). The increase was mainly due
to bank loan drawdown. As at 30 September 2019, the debt ratio,
defined as total debts over total assets, was approximately 70.56%
(as at 31 March 2019: approximately 72.55%).

No corporate bond was issued during the Period and the year
ended 31 March 2019.
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Issue of Convertible Bonds

On

22 November 2016, the Company (as the issuer) entered into

each of the Cinda Subscription Agreement, the PAL Subscription
Agreement and the Riverhead Capital Subscription Agreement (each
as defined below) in relation to the issue of convertible bonds in an

aggregate principal amount of HK$570,000,000.

(0

(i

(i)

The Company entered into a subscription agreement (the
“Cinda Subscription Agreement”) with Mankind Investment
Limited (‘“Mankind”), pursuant to which, Mankind agreed to
subscribe to convertible bonds in the principal amount of
HK$110,754,000 (the “Convertible Bonds to Mankind”).

On 21 September 2016, the Company entered into a
subscription agreement with Pacific Alliance Limited (‘PAL”),
and subsequently a supplemental agreement on 22 November
2016 (the “PAL Subscription Agreement”), pursuant to which,
PAL agreed to subscribe to convertible bonds in the principal
amount of HK$153,585,000 (the “Convertible Bonds to PAL").
On 8 January 2018, PAL sold the Convertible Bonds to PAL to
Value Convergence Holdings Limited.

The Company entered into a subscription agreement (the
“Riverhead Capital Subscription Agreement”) with Riverhead
Capital (International) Management Co., Ltd. (“Riverhead
Capital”),
subscribe to convertible bonds in the aggregate principal
amount of HK$305,661,000 (the “Convertible Bonds to
Riverhead Capital”) in 4 tranches.

pursuant to which, Riverhead Capital agreed to
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MANAGEMENT DISCUSSION AND ANALYSIS

Completion of subscriptions (i), (i) and tranche 1 of subscription (iii)
above (altogether, the “Tranche 1 Convertible Bonds”) took place
on 30 March 2017. The convertible bonds to Mankind, PAL and
Riverhead Capital all bear an interest rate of 2% and mature on the
third (3rd) anniversary of the date of issue of the convertible bonds
with both dates inclusive at the conversion price of HK$0.06 per
conversion share. Upon full conversion of the Tranche 1 Convertible
Bonds by all subscribers at the conversion price of HK$0.06, a total
number of 6,500,000,000 conversion shares will be issued, subject
to adjustments to the conversion price of HK$0.086.

The net proceeds raised through the issue of the Tranche 1
Convertible Bonds were approximately HK$385,000,000, in which
i) approximately HK$180,000,000 has been used for the injection of
capital to a wholly-owned subsidiary of the Company and expanding
its margin financing and underwriting business; i) approximately
HK$150,000,000 for expanding its money lending business; iii)
approximately HK$12,000,000 for engaging in private equity
investments; iv) approximately HK$9,000,000 for strengthening
the capital base of its subsidiaries and v) the remaining balance of
approximately HK$34,000,000 for the general working capital of the
Group.

The Convertible Bonds to Mankind was exercised in approximately
51.74% of original principal amount, which was equivalent to the
amount of HK$57,300,000 at the conversion price of HK$0.06
on 27 April 2017. After completion of conversion, 955,000,000
shares were issued on 28 April 2017. Furthermore, tranche 1 of the
Convertible Bonds to Riverhead Capital was also exercised in full
in the principal amount of HK$125,661,000 at the conversion price
of HK$0.06 on 27 April 2017. After the completion of conversion,
2,094,350,000 shares were issued on 28 April 2017.
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Following the exercise of tranche 1 of the Convertible Bonds to
Riverhead Capital, completion of subscription of tranche 2 took
place on 28 June 2017. The net proceeds raised through the
issue of tranche 2 of the Convertible Bonds to Riverhead Capital
were HK$60,000,000, in which approximately HK$50,000,000 had
been used for further expanding its margin financing business and
approximately HK$10,000,000 for its underwriting business.

Following the completion of tranche 2 of the Convertible Bonds to
Riverhead Capital, completion of subscription of tranche 3 took
place on 5 July 2018. The net proceeds raised through the issue
of tranche 3 of the Convertible Bonds to Riverhead Capital were
HK$60,000,000, in which approximately HK$36,000,000 had been
used for further strengthening the proprietary trading business,
approximately HK$12,000,000 had been used for engagement
in private equity investments such as pre-IPO investment, and
approximately HK$12,000,000 had been used for the asset
management business as seed money to the existing funds and/or
new funds.

The tranche 3 of the Convertible Bonds to Riverhead Capital was
exercised in 65% of original principal amount, which was equivalent
to the amount of HK$39,000,000 at the conversion price of
HK$0.06 on 13 January 2019. After the completion of conversion,
the number of 650,000,000 shares was being issued on 14 January
2019.

The tranche 4 of the Convertible Bonds to Riverhead Capital were
not issued due to the non-satisfaction of the conditions precedents
set out in the Riverhead Capital Subscription Agreement.

For details of the Cinda Subscription Agreement, PAL Subscription
Agreement and Riverhead Capital Subscription Agreement and
the relevant transactions, please refer to the circular dated 13
December 2016 and announcements dated 21 September 2016, 22
November 2016, 5 January 2017, 30 March 2017, 28 April 2017, 5
July 2018 and 14 January 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

With reference made to the mentioned circular and announcements,
Tranche 1 Convertible Bonds, tranche 2 of the Convertible Bonds
to Riverhead Capital and tranche 3 of the Convertible Bonds to
Riverhead Capital were issued pursuant to the resolutions passed at
the extraordinary general meeting held on 5 January 2017. The total
funds raised from and the details of the use of proceeds of the said
tranches are as follows:

Tranche 1 Convertible Bonds
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MANAGEMENT DISCUSSION AND ANALYSIS

amount to the intended
apply on use during the Unutilized
the proceeds as  six months ended proceeds as at  Expected timeline for the use of
Intended use of the proceeds as previously 30 September 30 September  unutilized proceeds and
previously disclosed disclosed 2019 2019  reasons for delay
RBE-Z-NF
FiB%E hA=tAHLAER R=B-n%
REARKERN RETAERHA NAZtH RARDAMERENADRRKR
FAFBBFRETANEE AR ERNENSHE NS HE ABAMGRE REEEH
b.  Establishment of a joint venture company to  HK$120,000,000 HK$0  HK$120,000,000 The proceeds is planned to be applied
be formed in the PRC in accordance with the intended use
(the “JV Company’) under the as disclosed in the circular dated
Closer Economic Partnership 13 December 2016. Documents to
Arrangement supplement the application made
to China Securities Regulatory
Commission for establishment of the
JV Company was last made on 27 July
2018 while the timeframe is subject to
the said regulator’s approval
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proceeds on
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proceeds as at

Expected timeline for the use of

Intended use of the proceeds as previously 30 September 30 September  unutilized proceeds and
previously disclosed disclosed 2019 2019  reasons for delay
REZ-Z-NF
FiB%E hA=tHLERER RZB-NF
REABKERR RETAZRHA NAZtH RRARDAMERENALNRR

FAFBEFRETANEE AR ERNENSHE NIEHE RBAMERE REEEH
Expanding its money lending business HK$150,000,000 HK$150,000,000 HKS0  Not applicable
BRENEES 150,000,000%7C 150,000,000/ T 0BT THEA
Engaging in private equity investments HK$12,000,000 HK$12,000,000 HKS0  Not applicable
SELERARE 12,000,000/ T 12,000,000/ 7 0BT  TER
Proprietary trading HK$5,000,000 HK$5,000,000 HK$0  Not applicable

“EE 5,000,000/ 7T 5,000,000/ 7 0BT TER
Strengthening the capital base of HK$2,000,000 HK$2,000,000 HK$0  Not applicable

wealth management business
AR EERRH  ERER 2,000,000 2,000,000 7 08T TER
Strengthening the capital base of corporate HK$2,000,000 HK$2,000,000 HK$0  Not applicable

financing business
AR EREEH 2 ERER 2,000,000/7¢ 2,000,000 0BT @R
General working capital HK$34,000,000 HK$34,000,000 HK$0  Not applicable
—REEES 34,000,000 7T 34,000,000/ 7T 0T NER

e k] < AR I A R ]

SR JUEE T



Tranche 2 of the Convertible Bonds to Riverhead Capital

Utilized

MANAGEMENT DISCUSSION AND ANALYSIS
CENCEE V&g

F RIS EAR AR IE S

Approximate proceeds on
amount to the intended
apply on use during the Unutilized
the proceeds as  six months ended proceeds as at
Intended use of the proceeds as previously 30 September 30 September  Expected timeline for
previously disclosed disclosed 2019 2019  the use of unutilized proceeds
REE-Z-NF
FE%E hA=tALAER R=B-n%F
REFBKERR RREAERHA AA=tH
RAFRBERERANRERR ERNEHEHE WS RE ABAMGRE SERAABARSREANERRR
a.  Further expanding the margin HK$50,000,000 HK$50,000,000 HK$0  Not applicable
financing business
E-SRRARRMERK 50,000,0007%7C 50,000,00077C 0BT @A
b.  Further strengthening the HK$10,000,000 HK$10,000,000 HK$0  Not applicable
underwriting businesses
E-FHRBHER 10,000,000/ T 10,000,000/ 7T 0BT TEA
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MANAGEMENT DISCUSSION AND ANALYSIS
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Tranche 3 of the Convertible Bonds to Riverhead Capital

FHT S EAR AR E S

SR JUEE T

Utilized
Approximate proceeds on
amountto  the intended use
apply on during the Unutilized
the proceeds as  six months ended proceeds as at
Intended use of the proceeds as previously 30 September 30 September  Expected timeline for
previously disclosed disclosed 2019 2019  the use of unutilized proceeds
REE-Z-NF
MERE NAZTRLEAER R=B-1%F
REFBKERR RREAERHA AAZtH
RAFRBERERANRERR ERNEHEHE WG RE ABAMGRE SRAABARSHEANERRR
a.  Further strengthening the proprietary HK$36,000,000 HK$36,000,000 HKS0  Not applicable
trading business
E-—SRREZEEEH 36,000,00077C 36,000,00077C 0BT TEA
b.  Further engagement in private equity HK$12,000,000 HK$12,000,000 HK$0  Not applicable
investments
E-SRENERARE 12,000,000/ 12,000,000 7T 0BT NEn
c.  For the asset management business to HK$12,000,000 HK$12,000,000 HK$0  Not applicable
be used as seed money to the existing
funds and/or new funds
REEEREKME  BERAEER/ 12,000,000/ 12,000,000/ T 0BT NER
FHMATHETES
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MANAGEMENT DISCUSSION AND ANALYSIS
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Significant Investment

As at 30 September 2019, the Group held investments of
approximately HK$85,887,000 (as at 31 March 2019: approximately
HK$96,147,000).

Investment Products

The Company had and would continue to seek opportunities
to make proper use of idle funds within the Group and, where
appropriate, facilities from bank(s) or other financial institution, to
invest on medium or low risk investment products, including but not
limited to stocks, bonds, derivatives and structural products.

Everbright Convertible Opportunities Fund

Reference is made to the announcement dated 29 August 2018
with regards to entering into a fund investment agreement. On 29
August 2018, Galaxy Way Development Limited (‘GWDL”), a wholly-
owned subsidiary of the Company as the subscriber and, amongst
others, CEL Fortune Convertible Opportunities Feeder Fund (the
“CEL Fund’), a feeder fund, entered into an agreement pursuant
to which, among other things, GWDL committed to invest up to,
and had subscribed in four series at a total cost of, US$10 million
(approximately HK$78,480,000, representing approximately 6.26%
of the Company’s total assets as at 30 September 2019) interest
in Everbright Convertible Opportunities Fund, the master fund
of the CEL Fund. The interest mentioned above was completely
disposed in the relevant period and the investment performance is
summarised as below:
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Everbright Convertible Opportunities Fund
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MANAGEMENT DISCUSSION AND ANALYSIS
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Realised gain Un-realised gain Dividend income for

Series Investment costs  Sales proceeds (or loss) (or loss) the period
A5 REB HEMBNE C2RANR(IFR) RERKE (EFR) AHBEREBA
(US$'000) (US$’000) (US$’000) (US$’000) (US$'000)

(T%7T) (F%7) (F%7) (%) (F%7)

Series 1 251 4,700 4,914 214 (176) -
Series 2 52 1,200 1,255 55 (46) -
Series 3 2513 1,800 1,952 152 (169) 54
Series 4 Z54 2,300 2,495 195 (285) 70
Total M5t 10,000 10,616 616 (676) 124

The master fund adopted broadly two investment strategies,
namely, the convertible bond strategy and the credit strategy. The
convertible bond strategy includes making investments in long dated
equity options through convertible bonds and convertible arbitrage.
The credit strategy includes making investments in fixed income
securities, including, without limitation, investment grade bonds,
below investment grade bonds, structured notes and mortgage-
backed securities. The master fund may also invest, to a lesser
extent, in deposits, money market instruments, equities, preference

shares and other types of securities. As all interest had already been

disposed in the relevant period, the Company makes no comment

to the future prospect of such investment.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Bond-linked Notes issued by BOCOM

On 9 January 2019, GWDL, a wholly-owned subsidiary of the
Company, subscribed with consideration of approximately
US$3,185,000 a bond-linked notes issued by BOCOM International
Balance Investment Limited (which principally engaged in securities
dealing and advising, and provision of asset management services)
and linked to the underlying bonds issued by Coastal Emerald
Limited (which has undertaken no business activities since the date
of its incorporation), a wholly-owned subsidiary of China Shandong
Hi-Speed Financial Group Limited (stock code: 412.HK, an
investment holding company with subsidiaries principally engaged
in (i) investment in securities; (i) money lending; (i) financial leasing;
and (iv) financial technology), worth approximately US$9,600,000
in total (approximately HK$74,880,000, representing about 5.98%
of the Company’s total assets as at 30 September 2019). The
fair value of the bond-linked notes as at 30 September 2019 was
approximately US$3,242,000 (approximately HK$25,326,000,
representing about 2.02% of the Company’s total assets as at 30
September 2019). The interest amount is calculated based on a
fixed rate of 4.4% per annum, multiplied by an amount of fixed rate
calculation amount (US$6,415,000) and a day count fraction, and
as a future prospect, it is expected that the investment will continue
to generate a stable income to the Company based on the same
interest calculation until maturity on 13 January 2020. In the relevant
period, an amount of US$407,000 (approximately HK$3,174,000)
had been recognised as interest from the investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

Bonds issued by Lv'an Chuangxing Limited

References are made to the announcement and further
announcement dated 11 April 2019 and 12 April 2019 respectively
with regards to a subscription of bonds. On 11 April 2019,
Marvel Champion Investment Limited, a direct wholly-owned
subsidiary of the Company, has placed an order, through a
broker, to subscribe bonds issued by Lv'an Chuangxing Limited,
an offshore financing vehicle and a wholly owned subsidiary of
Greenland Holdings Corporation Limited (stock code: 600606.SH,
a state-controlled enterprise group headquartered in Shanghai,
with its main business in real estate, energy and finance), at the
investment costs of approximately HK$86,477,600 in total (including
transaction cost). The principal amount of such subscription was
US$11,000,000 (approximately HK$86,477,600) in compare with
the aggregate principal amount of US$200,000,000 of the same
bonds. The fair value of the investment as at 30 September 2019
was US$11,022,000 (approximately HK$86,094,000, representing
about 6.87% of the Company’s total assets as at 30 September
2019). The interest rate of the bonds was 6.38% per annum and
as a future prospect, it is expected that the bonds will continue to
generate a stable income to the Company based on this interest
rate until maturity on 15 April 2020. In the relevant period, an
amount of US$319,000 (approximately HK$2,488,000) had been
recognised as dividend from the investment.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Senior Notes issued by E-house (China) Enterprise Holdings
Limited

References are made to the announcement and further
announcement dated 9 May 2019 and 10 May 2019 respectively
with regards to a subscription of new senior notes. On 9 May
2019, Marvel Champion Investment Limited, a direct wholly-owned
subsidiary of the Company, subscribed senior notes issued by
E-house (China) Enterprise Holdings Limited (stock code: 2048.
HK) which offers, with its subsidiaries, a wide range of services to
the real estate industry, including real estate agency services in the
primary market, real estate data and consulting services, and real
estate brokerage network services in the PRC, at the investment
costs of approximately HK$65,891,000 in total (including transaction
cost). The principal amount of such subscription was initially
US$8,447,000 (approximately HK$65,891,000) in compare with the
aggregate principal amount of US$300,000,000 of the same senior
notes. Interest in the investment worth approximately US$5,063,000
(approximately HK$39,488,000) was disposed in the relevant period
with a realised gain of US$130,000 (approximately HK$1,018,000),
and the fair value of the remaining interest as at 30 September 2019
was US$3,504,000 (approximately HK$27,366,000, representing
2.184% of the Company’s total assets as at 30 September 2019).
The coupon rate of the senior notes was 7.75% per annum and as
a future prospect, it is expected that the senior notes will continue
to generate a stable income to the Company based on this interest
rate and the remaining interest until maturity on 28 February 2021.
In the relevant period, an amount of US$213,000 (approximately
HK$1,663,000) had been recognised as dividend from the
investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

Notes issues by New Metro Global Limited

Reference is made to the announcement dated 20 May 2019
with regards to an acquisition of notes. On 20 May 2019, Marvel
Champion Investment Limited, a direct wholly-owned subsidiary
of the Company, acquired notes issued by New Metro Global
Limited. New Metro Global Limited was a company with no material
activities other than issuance of senior notes or notes and out-
lending to Seazen Holdings Co., Ltd. (stock code: 601155.SH,
guarantor of the notes and a company which indirectly wholly
owns New Metro Global Limited, and which is mainly engaged in
development of residential properties and mixed-use complexes
for sale and investment). The total consideration and the costs
of such acquisition were about US$11,923,000 (approximately
HK$93,002,000) out of the notes’ aggregate principal amount of
US$300,000,000 at the purchase price of 99.361% of the principal
amount. The notes acquired were completely disposed at the price
of US$10,806,000 (approximately HK$84,287,000) during the
relevant period, with a realised loss of US$1,117,000 (approximately
HK$8,715,000). A dividend of US$150,000 (approximately
HK$1,166,000) was recognised from the investment in the relevant
period.

Material Acquisition and Disposal

There was no material acquisition or disposal of the Group during
the Period.

Contingent Liabilities

As at 30 September 2019, the Group had no material contingent
liabilities (as at 31 March 2019: nil).

Charge on the Group’s Asset
As at 30 September 2019, equity investments amounted to

approximately HK$113,308,000 (as at 31 March 2019: nil) was
charged as securities for bank loans.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Risk Management

The Group has properly put in place credit management policies
which cover the examination of the approval of client’s trading and
credit limits, regular review of facilities granted, monitoring of credit
exposures and the follow up of credit risks associated with overdue
debts. The policies are reviewed and updated regularly.

Foreign Currency Fluctuation

During the Period, the Group mainly used Hong Kong dollars to
carry out its business transactions. The Board considers that the
Group’s foreign currency exposure is insignificant.

Human Resources

As at 30 September 2019, the Group had 91 employees in total
(as at 31 March 2019: 101 employees). The related employees’
costs for the Period (excluding Directors’ remunerations) amounted
to approximately HK$28,735,000 (as at 30 September 2018:
approximately HK$39,170,000). The Group remunerated employees
based on the industry practice and individual’s performance. Staff
benefits include contributions to retirement benefit scheme, medical
allowance and other fringe benefits. In addition, the Group maintains
the share option scheme for the purpose of providing incentives and
rewards to eligible participants based on their contributions.

Event after the Reporting Period

Details of significant event occurring after the Period are set out in
note 24 to the condensed consolidated financial statements.
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DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company

As at 30 September 2019, the interests and short positions of
each of the Directors or chief executive of the Company and their
associates in the Shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“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 and short positions which they were taken
or deemed to have under such provisions of the SFO), or which
were required pursuant to Section 352 of the SFO to be entered
in the register maintained by the Company referred to therein, or
which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules were as follows:

Long position in the Shares and underlying shares of the
Company:

HE 1 P 5

EERITHRARREARARS - HEAR
DREEFZEBERAXR

RZZ-NAFAA=1TRH ARAFRZEEFRTR
BERRE Z BB ARANR RS EEAHEEER
(EERESLBEGRD ((RERBEHKL ) F
XVER) 2Bty ~ MR RERES  BAEAR
EEHFRBEERIIEXVEET R8O HME AR AT
KB X F 2 #E s FOR R (BIRERE 77 R E GG 2
ZERXWEER R RER 2 EmMAkR) » A
ARARRAIREE LB GOIF 525K ERF
BEZERMcBEIAR  AERE LT AK
B AElc EMBTAEFTETEFRIHHIRE
STRI(TREESF AL MATE AN A B MBS P 2 s
FORBIT

RAER BRI RG24 E -

Approximate

Total interest percentage of

Interest in in Shares and the issued
Interest in underlying underlying share capital of
Name of Director Capacity Shares shares shares the Company
R BARRTE
RiEE HERD 2 BRITREZ
EEpg L) Rz s Bt 2 BmER BAESL
Mr. XIE Zhichun (‘Mr. Xie”) Mt Interest of controlled 2,744,350,000 1,350,000,000 4,094,350,000 44.73%
corporation

REELE ([REE]) v REHEE RS
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DISCLOSURE OF INTERESTS
HE 1 9 %

Note:

Mr. Xie was deemed to be interested in 2,744,350,000 Shares and
1,350,000,000 underlying shares of the Company held by Riverhead Capital
(a company which was owned as to 80% by Mr. Xie). Such underlying shares
may be issued upon the exercise of the conversion rights attaching to the
convertible bonds (at the conversion price of HK$0.06 per conversion share)
in an aggregate outstanding principal balance amount of HK$81,000,000
issued by the Company to Riverhead Capital on 28 June 2017 and 5 July
2018 respectively pursuant to the subscription agreement entered into
between the Company and Riverhead Capital on 22 November 2016 subject
to the fulfillment of the conditions as contained therein.

Save as disclosed above, as at 30 September 2019, none of the
Directors nor the chief executive of the Company had or was
deemed to have any interests or short positions in the Shares,
underlying shares and 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 they were taken or
deemed to have taken under such provisions of the SFO) or were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.
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DISCLOSURE OF INTERESTS

Substantial Shareholders’ Interests

As at 30 September 2019, as far as is known to the Directors and
as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO, the substantial Shareholders
(other than the Directors or chief executive of the Company) who
had interests or short positions in the Shares or underlying shares
of the Company were as follows:

Long position in the Shares and underlying shares of the
Company:

HE 1 P 5

FTERRES

RZZE-NAFENA=ZTH BEEMAREBER
NAEEEF NG RIIEI6HRAFE 2 B
PCEk - TEME (AR B EFRHITBAERRIN)
RARRBDHABRD T HEE 2 EREIORE
™

RAR BRI RG24 E -

Approximate
Total interest percentage of

Interest in in Shares and the issued
Interest in underlying underlying share capital of
Name of Shareholders Capacity Shares shares shares the Company
RERH K BERAT
iy el HERH 2 BRITREZ
RRER,HA L) R 2 s BR17 2 B & miER BHED L
Riverhead Capital®® " Beneficial owner 2,744,350,000 1,350,000,000 4,094,350,000 44.73%
i EHBERAA
Ms. SUN Zhuyin (‘Ms. Sun”yee Interest of Spouse 2,744,350,000 1,350,000,000 4,094,350,000 44.73%
BBt ([Hat]) = fefB i
Jadehero Limited (‘Jadehero”)"**2  Beneficial owner 800,000,000 - 800,000,000 8.74%
REERAR ([BER]) W2 EHBERAA
Southlead Limited Interest of controlled 800,000,000 - 800,000,000 8.74%
(“Southlead”)" 2 corporation
EMERAR ([Em]) 7= REHEE RS
Santo Limited (“Santo”)o? Beneficial owner 1,416,430,000 - 1,416,430,000 15.47%
Santo Limited ([ Santo J) ##2/ EmEAA
e k] < AR I A R ]
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DISCLOSURE OF INTERESTS

HE 4 P %

Total interest

Approximate
percentage of

Interest in in Shares and the issued
Interest in underlying underlying share capital of
Name of Shareholders Capacity Shares shares shares the Company
R K AT
RiEE HERH 2 BEITREZ
RREHHE 5% R %z Es Btz mER BAES
WHOLE ADVANCE LIMITED Interest of controlled 2,216,430,000 - 2,216,430,000 24.22%
(“Whole Advance”)"o2 corporation
REBRRE([AE]) W= REHEE RS
Liberal Expansion Limited Interest of controlled 2,216,430,000 - 2,216,430,000 24.22%
(‘Liberal Expansion”)"o©? corporation
BaLBR AR ([FEaA]) 2 REHEE RS
Mr. ZHAO Xu Guang Interest of controlled 2,216,430,000 - 2,216,430,000 24.22%
(‘Mr. Zhao")Mo 2 corporation
AR ([ ) 72 Rt EE #n
Mankind Investment Limited Beneficial owner - 890,900,000 890,900,000 9.73%
(‘Mankind")et 9
BERERRRAR ([BE]) W= ExBERAA
China Cinda (HK) Asset Beneficial owner & 23,000,000 890,900,000 913,900,000 9.98%
Management Co., Limited Interest of controlled
(‘CCAM")ote 3 corporation
REEE () EEERARAR EafAAR
([fEEEE]) W X EE R
China Cinda (HK) Holdings Interest of controlled 23,000,000 890,900,000 913,900,000 9.98%

Company Limited

(‘Cinda (HK)")"oe 9
REEE (B8 BRARAA

(T3 (F3) ) 7o

corporation

SR IVAEL: B
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DISCLOSURE OF INTERESTS
HE 2 9% %

Approximate

Total interest percentage of

Interest in in Shares and the issued
Interest in underlying underlying share capital of
Name of Shareholders Capacity Shares shares shares the Company
R K BARRT
RiEE HERD 2 BRITREZ
RREHHE 54 Rz s Bt 2 BmER BAED
China Cinda Asset Management Interest of controlled 23,000,000 890,900,000 913,900,000 9.98%
Co., Limited (“China Cinda"y**9  corporation
FEEEEEEERNARAA Rzt EEES
([HhEFE]) 72
Eastasia Power Holding Limited Beneficial owner 517,000,000 - 517,000,000 5.65%
(‘Eastasia Power”)"o® 4
Eastasia Power Holding Limited EmEAA
([Eastasia Power |) 4
Mr. CHENG Liquan Richard Beneficial owner & 518,500,000 - 518,500,000 5.66%
(‘Mr. Cheng”)ore 4 Interest of controlled
corporation
BE2%E ([BEE]) W BaEBAR
XA E R
Ms. ZHOU Xuan (‘Ms. Zhou")"®% Interest of Spouse 518,500,000 - 518,500,000 5.66%
Eiet ([AxL]) W= [y 4
Value Convergence Holdings Beneficial owner 131,492,000 2,559,750,000 2,691,242,000 29.40%
Limited (‘VCH")Nere 9
ERERARRE ExBEAA
(DEREZR ) 7=
o 5] i AR I AT PR ]
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DISCLOSURE OF INTERESTS
HE 1 9 %

Notes:

As at 30 September 2019, Riverhead Capital beneficially held
2,744,350,000 Shares and 1,350,000,000 underlying shares of the
Company which may be issued upon the exercise of the conversion
rights attaching to the convertible bonds (at the conversion price
of HK$0.06 per conversion share) in an aggregate outstanding
principal balance amount of HK$81,000,000 issued by the Company
to Riverhead Capital on 28 June 2017 and 5 July 2018 respectively
pursuant to the subscription agreement entered into between the
Company and Riverhead Capital on 22 November 2016 subject to the
fulfillment of the conditions as contained therein. Riverhead Capital is
owned as to 80% by Mr. Xie (the executive Director and Chairman of
the Company) who is also the sole director of Riverhead Capital. For the
purpose of the SFO, Mr. Xie was deemed to be interested in the Shares
and underlying shares held by Riverhead Capital.

Ms. Sun is the spouse of Mr. Xie, therefore, Ms. Sun was deemed to
be interested in 2,744,350,000 Shares and 1,350,000,000 underlying
shares of the Company which Mr. Xie has a deemed interest therein
under the SFO.

As at 30 September 2019, Jadehero beneficially held 800,000,000
Shares and Santo beneficially held 1,416,430,000 Shares. Jadehero
is owned as to 80% by Southlead. Southlead was deemed to be
interested in the Shares held by Jadehero. Southlead and Santo are
wholly-owned by Whole Advance. Whole Advance is wholly-owned by
Liberal Expansion which in turn is wholly-owned by Mr. Zhao. For the
purpose of the SFO, Mr. Zhao, Liberal Expansion and Whole Advance
were deemed to be interested in the Shares held by Jadehero and
Santo.

As at 30 September 2019, Mankind beneficially held 890,900,000
underlying shares of the Company, which may be issued upon the
exercise of the conversion rights attaching to the convertible bonds in
the outstanding principal balance amount of HK$53,454,000 (at the
conversion price of HK$0.06 per conversion share) by the Company
to Mankind pursuant to the subscription agreement entered into
between the Company and Mankind on 22 November 2016. Mankind
is wholly-owned by CCAM which beneficially held 23,000,000 Shares.
CCAM was deemed to be interested in the underlying shares held by
Mankind. CCAM in turn is wholly-owned by Cinda (HK). Cinda (HK)
is wholly-owned by China Cinda. For the purpose of the SFO, China
Cinda and Cinda (HK) were deemed to be interested in the Shares and
underlying shares held by CCAM and Mankind.

China Fortune Financial Group Limited
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DISCLOSURE OF INTERESTS

4. As at 30 September 2019, Eastasia Power beneficially held
517,000,000 Shares and Mr. Cheng beneficially held 1,500,000 Shares.
Eastasia Power is wholly-owned by Mr. Cheng. Therefore, Mr. Cheng
was deemed to be interested in the Shares held by Eastasia Power.
Ms. Zhou is the spouse of Mr. Cheng. For the purpose of the SFO,
Ms. Zhou was deemed to be interested in the Shares held by Eastasia
Power and Mr. Cheng.

5. As at 30 September 2019, VCH beneficially held 131,492,000 Shares
and 2,559,750,000 underlying shares of the Company which may
be issued by the Company upon the exercise of the conversion
rights attaching to the convertible bonds in the principal amount of
HK$153,585,000 (at the conversion price of HK$0.06 per conversion
share) held by VCH.

Such convertible bonds were originally issued by the Company to
Pacific Alliance Limited (‘PAL”) pursuant to the supplemental agreement
entered into between the Company and PAL on 22 November 2016
(as supplementary to the previous convertible bonds subscription
agreement dated 21 September 2016 executed between the Company
and PAL), which were transferred by PAL to VCH on 8 January 2018.

Save as disclosed above, as at 30 September 2019, the Directors
were not aware of any substantial Shareholder (who was not the
Director or chief executive of the Company) who had an interest or
short position in the Shares or underlying shares of the Company
which was required to be entered in the aforesaid register pursuant
to Section 336 of the SFO.

HE 1 P 5

4, RZZE—NAFNA=+H  Eastasia Power®
mIFEAL517,000,000 KO LEEEESFFE
1,500,000 & f& 17 » Eastasia Powerfi2c £ 2 &
%A - AL - B ER AR Eastasia Power FTiF
BB HERT AL AREEZEB -
MBHFLEEGIIME - AR RN Eastasia
Power RIBSEAFTIT A Z RD R A S -

5, RZE—NAFhLhA=Z+AH ERERBHEHSE
131,492,000 B 15 % 2,559,750,000 % A& 2 &) 4R
BRD  ZERERODAINEREREAEZASHE
#$153,585,00078 7T 2 A] R AR (& 5 P MY 5 2 5 R E
(R EATRNIRIRKB0.06/87T) EITHEBAAR
AT DABEAT o

ZERRES SV AAQBIREARQ G HPacific
Alliance Limited ([PAL)) R=ZZ— X F+—A=+
ZHE Mz (R AR EPALZ ATATE]
THABRA-ZT-RNEAA -+t B IUBBRESR
BiE) MPALETT - BERBPALKR - — N\F—
ANBRERZEREE -

B EABTREESN  RE-AFAA=TA
ERYTARFAEERE (FOBEAAAEER
R, WA FIRRAA AR BERR (D ok A AR 5
%D HE 51 E 336 AT B 2 E B RMAS
8 AR -
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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Compliance with Corporate Governance Code

The Group is committed to ensuring high standard of corporate
governance as the Directors believe that it would improve the
effectiveness and efficiencies in the overall business performance
of the Group such that the Group could become more competitive
in the markets and could enhance shareholders’ value in
consequence.

During the Period, the Company has complied with all the code
provisions of the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules.

Change of Directors’ Information under Rule
13.51(B)(1) of the Listing Rules

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
Directors’ information of the Company since the date of the annual
report of the Company for the year ended 31 March 2019 up to 29
November 2019 (i.e. the date of the Board’s approval of the interim
results for the Period) were as follows:

1) Mr. CHAN Kin Sang has resigned as an independent non-
executive director of each of Tianhe Chemicals Group Limited (a
company listed on the main board of the Stock Exchange) with
effect from 1 September 2019 and Luxking Group Holdings
Limited (a company listed on the Singapore Exchange Securities
Trading Limited) with effect from 21 October 2019.

Save as disclosed above, there is no other change in the Directors’
information required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules since the date of the annual report of the Company
for the year ended 31 March 2019 up to 29 November 2019 (i.e. the
date of the Board’s approval of the interim results for the Period).

China Fortune Financial Group Limited
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Compliance with Model Code for Securities
Transactions by Directors of Listed Issuers

The Company has adopted the Model Code set out in Appendix 10
to the Listing Rules as its own code of conduct regarding Directors’
securities transaction. Having made specific enquiry of all Directors,
all Directors confirmed that they have complied with the required
standards set out in the Model Code throughout the Period.

Share Option Scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to the eligible participants
who contribute to the success of the Group’s operations. The
Company’s original share option scheme was adopted on 12
February 2003, which was early terminated and replaced by a new
share option scheme approved by the Shareholders on 19 August
2011 (the “2012 Scheme”).

No share option was granted under the 2012 Scheme since its
adoption on 19 August 2011. As approved by the Shareholders
at the annual general meeting of the Company held on 30 August
2018 (the “AGM”), the scheme limit of the 2012 Scheme has been
refreshed to issue share options to subscribe for up to 708,607,885
Shares, representing 10% of the total number of Shares in issue as

at the date of the AGM.

No share option was granted, exercised, lapsed or cancelled during
the Period under the 2012 Scheme.

As at 30 September 2019,
outstanding share options granted but yet to be exercised under the
2012 Scheme.

the Company did not have any

Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of its listed securities during the Period.
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Interim Dividend

The Directors do not recommend the payment of an interim dividend
for the six months ended 30 September 2019.

Review of Financial Information by Audit
Committee

The Audit Committee comprises four independent non-executive
Directors, namely, Mr. NG Kay Kwok (chairman of the Audit
Committee), Mr. CHAN Kin Sang, Mr. CHIU Kung Chik and Mr. LI
Gaofeng.

The Audit Committee has reviewed, together with the management,
the accounting principles and practices adopted by the Group
and discussed the internal controls and financial reporting matters
including the review of the unaudited condensed consolidated
interim financial statements of the Group for the six months ended
30 September 2019.

By order of the Board of
China Fortune Financial Group Limited
HUA Yang
Chief Executive Officer
and Executive Director

Hong Kong, 29 November 2019
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