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CHARACTERISTICS OF THE GROWTH ENTERPRISE
MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to
accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the
potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration.
The greater risk profile and other characteristics of GEM
mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is
a risk that securities traded on GEM may be more susceptible
to high market volatility than securities traded on the main
board of the Stock Exchange and no assurance is given that
there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange take no responsibility for the contents of this report, make
no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this
report.

This report, for which the directors (the “Directors”) of KVB
Kunlun Financial Group Limited (the “Company”, together with
its subsidiaries, the “Group”) collectively and individually accept
full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of the Stock
Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company. The Directors, having
made all reasonable enquiries, confirm that to the best of their
knowledge and belief the information contained in this report is
accurate and complete in all material respects and not misleading
or deceptive, and there are no other matters the omission of which
would make any statement herein or this report misleading.
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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION AND ANALYSIS
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The board of Directors (the “Board”) of the Company is pleased to
present the unaudited condensed consolidated results of the Group
for the six months ended 30 June 2017, together with the unaudited
comparative figures for the corresponding periods in 2016.

BUSINESS REVIEW AND FINANCIAL PERFORMANCE
Business Review

During the first six months in 2017, as the overall volatility was
reduced in the foreign exchange (“FX”) and commodity market,
we experienced a period of unfavorable trading conditions. This
resulted in a decrease in gross trading revenue. However, new
client registrations and total client trading volume increased during
the period under review, by comparing to the figures of the first half
year of 2016.

XAU/USD was the most popular product traded by our clients,
followed by EUR/USD, USCRUDE, USD/JPY and GBP/USD.

Gold mainly traded within a price range of $150 USD/ounce. The
highest price of Gold was traded at $1,296 USD/ounce and the
lowest at $1,146 USD/ounce under the period of review. The price
range of gold narrowed when compared with the same period in
2016. In the first six month of 2016, the price range of gold was
$296 USD/ounce, the highest at 1,358 USD/ounce, and the lowest
at $1,062 USD/ounce. Crude Qil was traded at the highest price
of $55.25 USD/barrel and the lowest at $42.05 USD/barrel in first
six month of 2017, within a price range of $13.20 USD/barrel. The
price range in the same period of 2016 was $25.68 USD/barrel,
USCRUDE was traded at the highest price of $51.64 USD/barrel
and the lowest at $26.04 USD/barrel.

In the currency market, the price of the EUR/USD was traded in a
similar price range in the first six month of 2017, compared with
the movement in the same period in 2016. The highest and the
lowest level of the EUR/USD were seen to be 1.1445 and 1.0340
respectively, a nearly 1,105-pips trading range in the first six month
of 2017, compared to the movement of the price in first six month
of 2016 presented a nearly 905-pips trading range, the highest was
1.1615 and the lowest was 1.0710.
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MANAGEMENT DISCUSSION AND ANALYSIS

The retail margin FX trading market is highly competitive. These
include international multi-product trading firms, other online trading
firms, and other financial institutions. We expect the market to
remain very competitive in this year and the foreseeable future. We
are constantly looking for ways to improve our customer service
level and meet the needs of our clients by providing more trading
opportunities in the global financial markets.

Six months ended 30 June 2017 compared with six months
ended 30 June 2016

Total income

The total income of the Group increased by approximately 4.0% to
approximately HK$197.1 million for the six months ended 30 June
2017 from approximately HK$189.6 million for the six months ended
30 June 2016.

A. Leveraged foreign exchange and other trading income

The leveraged foreign exchange and other trading income of
the Group decreased by approximately 1.9% to approximately
HK$158.0 million for the six months ended 30 June 2017 from
approximately HK$161.0 million for the six months ended 30
June 2016. This is mainly due to lower market volatility during
the six months ended 30 June 2017 as compared to the six
months ended 30 June 2016.

B. Cash dealing (losses)/income

The Group recorded cash dealing losses of about HK$0.02
million for the six months ended 30 June 2017 while there was
cash dealing income of approximately HK$2.9 million for the
six months ended 30 June 2016. The decrease was mainly due
to lower trading volume as compared to the six months ended
30 June 2016 and revaluation loss on open positions as at 30
June 2017.

C. Fee and commission income

The fee and commission income of the Group increased by
approximately 29.1% from approximately HK$29.0 million for
the six months ended 30 June 2016 to approximately HK$37.4
million for the six months ended 30 June 2017. The increase
was mainly due to increase in commission earning benefited
from the increase in trading volume in respect of leveraged
foreign exchange.
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MANAGEMENT DISCUSSION AND ANALYSIS
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D. Other income/(losses)

The Group recorded other income of approximately HK$1.8
million for the six months ended 30 June 2017 as compared to
other losses of approximately HK$3.3 million for the six months
ended 30 June 2016.

During the six months ended 30 June 2017, the Group
recorded an exchange gain of approximately HK$0.6 million
while there was an exchange loss of approximately HK$5.0
million during the six months ended 30 June 2016. This was
mainly due to the period-end translation of monetary assets
denominated in foreign currency into local reporting currency
by KVB Kunlun New Zealand Limited, a wholly-owned
subsidiary of the Company.

Referral expenses and other charges

The referral expenses and other charges of the Group increased by
approximately 62.9% to approximately HK$114.8 million for the six
months ended 30 June 2017 from approximately HK$70.5 million for
the six months ended 30 June 2016. The increase was mainly due to
the increase in trading volume of the clients of the Group referred by
service providers and increased transaction fees paid to gateways.

Staff costs

The staff costs of the Group decreased by approximately 25.4% to
approximately HK$25.0 million for the six months ended 30 June
2017 from approximately HK$33.5 million for the six months ended
30 June 2016. The decrease was mainly due to decreased staff
entitlements.

Depreciation & amortization

Depreciation and amortization increased by approximately 68.9%
to approximately HK$6.2 million for the six months ended 30
June 2017 from approximately HK$3.7 million for the six months
ended 30 June 2016. This increase was mainly due to new assets
capitalization in late 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

Lease payments under land and buildings

Lease payments under land and buildings have increased by
approximately 23% to approximately HK$6.8 million for the six
months ended 30 June 2017 from around HK$5.6 million for the six
months ended 30 June 2016. The increase was mainly due to the
increased rental expenses at the Beijing office and increased rentall
at other offices from lease review.

Administrative and other operating expenses

The administrative and other operating expenses of the Group
increased by approximately 24.1% to around HK$36.0 million for
the six months ended 30 June 2017 from approximately HK$29.0
million for the six months ended 30 June 2016. This was mainly
due to increased marketing expenses, regulatory & compliance
expenses, and customer promotion expenses by approximately
HK$3.1 million, HK$0.9 million and HK$2.5 million respectively as
compared with the same period in 2016.

Net profit and net profit margin

For the reasons set forth above, the Group achieved net profit of
approximately HK$3.1 million for the six months ended 30 June
2017 compared with a net profit of approximately HK$34.0 million
for the first six months in 2016. The net profit margin for the six
months ended 30 June 2017 was approximately 1.57%.

In summary, the decrease in profitability of the Group was primarily
contributed by:

° Higher transaction volume resulting in higher referral expenses
and other charges; and

° Increased expenditure due to business expansion.

Significant investments, material acquisitions and disposal of
subsidiaries during the period under review

During the six months ended 30 June 2017, the Group did not have
any material acquisitions and disposal.
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MANAGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY AND FINANCIAL RESOURCES

During the period under review, the operation of the Group was
financed principally by cash generated by equity capital, the
Group’s business operations, cash and bank deposits and short
term bank borrowing.

As at 30 June 2017, cash and bank balance held by the Group
amounted to approximately HK$496.8 million. (As at 31 December
2016: HK$477.8 million)

GEARING RATIO

The gearing ratio calculated on the basis of net debts (financial
lease obligation, amounts due to other related parties and
borrowing) over the total shareholders’ fund as at 30 June 2017 was
approximately 1.10%. (31 December 2016: 10.86%).

FOREIGN CURRENCY EXPOSURE

During the period under review, the Group recorded an exchange
gain of approximately HK$0.6 million (2016: loss of approximately
HK$5.0 million). This was mainly due to the half year end translation
of monetary assets denominated in foreign currency into local
reporting currency by a subsidiary of the Group in New Zealand.
The main contributor to this result was the depreciation of USD
and the exchange rate of USD/NZD changed from approximately
1.4362 as 31 December 2016 to 1.3657 as at 30 June 2017. The
foreign currency risk is managed proactively by regular review of
the currency positions in the basket of currency mix. In order to
minimize the exposure of the Group to risk, the Group has hedge
strategy based on prevailing market conditions and working capital
requirements of subsidiaries.

CHARGES ON GROUP ASSETS AND CONTINGENT
LIABILITIES

As at 30 June 2017, certain bank balances of the Group amounting
to approximately HK$90.4 million were used to secure the banking
facilities and office lease bonds (31 December 2016: approximately
HK$158.9 million).

As at 30 June 2017, the Group did not have any material contingent
liabilities (31 December 2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL STRUCTURE

During the period under review, the capital structure of the
Group consisted of equity attributable to owners of the Company,
comprising issued share capital and reserves.

NEW PRODUCTS AND SERVICES

During the period under review, there was no new products
launched.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2017, the Group engaged a total of 90 employees
(as at 31 December 2016: a total of 86). Total staff costs including
Directors’ remuneration for the period under review amounting
to approximately HK$25.0 million (2016: HK$33.5 million). The
Group’s remuneration policies are in line with the prevailing market
practices and are determined on the basis of performance and
experience of individual employees. The Group provides retirement
benefits in accordance with the relevant laws and regulations in
the place where the staff is employed. The Company has adopted
a share option scheme pursuant to which the Directors and
employees of the Group are entitled to participate.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

The Group will continue to develop new financial services and
products through internally generated funding.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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INTERESTS AND SHORT POSITIONS OF DIRECTORS
AND CHIEF EXECUTIVE IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2017, save as disclosed below, none of the Directors
nor the chief executive of the Company or their associates
had 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 Securities and
Futures Ordinance (the “SFO”)) which were (i) 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 he is taken or deemed to have taken under
such provisions of the SFO); or (ii) required, pursuant to section
352 of the SFO, to be entered in the register referred to therein; or
(iii) required, pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange:

EERERTHRAEBRENDS - ARG R
BE2EERKXRA

R-ZE—+tFEXNA=Z1+8B B TIXHAEESLE
SN BEARARZEERFETHRABRKE
ZHE AR RS EEAAEER (EER
FHHREE GG ([FH MBS ]) EXVEL)
Z & - MR, R EH R EE EA)IRIRE
5 KA ERPIEXVE E7R8D FAME AR
AIREE R TR SRR (B IEIRIBE S & H
EROEBIE G E (ESR A 2 E s
oA E)  S(iiRIEEH R EIE RH 3521678
BMAZAIEHIFTIE 2 B MR 2 sk R ¢ 3k
(i) RIRBIZER ETHRRIES 46162 F5.671578
MEARRNB MBI EmSAE

Interests in shares of the Company: RAQATRMD P 2L
Approximate %
Number of of the number
shares/underlying of issued
Name of director Capacity shares held shares
Frisme HERTRE
Espns 227 HERGHEB HEBNED
Shares Options Total
ZRER BRE me
(Note 1)
(1)
Mr. Liu Stefan Beneficial owner 9,520,000 16,300,000 25,820,000 1.27%
(Chief Executive Officer)
SIRGR T (7T AER) ERBEEAA
Mr. Ng Chee Hung Frederick Beneficial owner 845,000 3,850,000 4,695,000 0.23%
REBEE ERBEBA
Mr. Li Zhi Da (Note 2) Interest in controlled 300,000,000 - 300,000,000 14.75%
corporation
FEREREMZ2) REZEGEZENER
Mr. Stephen Gregory McCoy Beneficial owner - 2,000,000 2,000,000 0.10%
Stephen Gregory McCoy %t £ EmAA
Ms. Zhao Guixin Beneficial owner 200,000 600,000 800,000 0.04%

BEEZL
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Approximate %

Number of of the number
shares/underlying of issued
Name of director Capacity shares held shares
P {n,/ HERTRE
EEpns 227 HERGEHE HEBNED
Shares Options Total
ZER BRE me
(Note 1)
(Krzt1)
Mr. Cornelis Jacobus Keyser Beneficial owner - 600,000 600,000 0.03%
Cornelis Jacobus Keyserst 4 EnAEA
Mr. Lin Wenhui Beneficial owner 200,000 600,000 800,000 0.04%
M B E ERBEBEA
Notes: Hfat

1. Those options were granted on 19 August 2015 and 29 December
2016 respectively under the Company’s share option scheme.

2. Mr. Li Znhi Da, a non-executive Director of the Company, is interested
in 300,000,000 shares through his holdings in person in KVB Kunlun
Holdings Limited (“KVB Holdings”). As Mr. Li Zhi Da is entitled to
control over one-third of the voting power at general meetings of KVB
Holdings, he is deemed under the SFO to be interested in the entire
300,000,000 shares held by KVB Holdings.

1.

2.

EEHERS IR = E—mE A AARS
B AE+ A ERIEAR ER B AE
BRI -

KRAAIFPITEETEZES LB B
A RKVB Kunlun Holdings Limited ([ KVB
Holdings /) #9 % # 7300,000,0008% i 17 #
BEE D - AR FLES LB EZHKYB
Holdingsi8 R X & LA =52 —H 1K FE
1 IRIFEEREENED - 7 #1E BRKVB
Holdings = £(## 7 #9300,000,0008% i% 17 15
s o
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2017, so far as was known to the Directors or chief
executive of the Company, the following persons (other than the
directors or chief executive of the Company) had, or were deemed
or taken to have, an interest or short position in the shares and
underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or as recorded in the register to be kept by the
Company under section 336 of the SFO, or as otherwise notified to
the Company and the Stock Exchange:

FERRRRS - HERGORES 2#EE
RRAE

BARFREFREIBITRAEBMM R_=
—tFRA=TH U TALT(RRARZES
HEBZITHRABRIN RAR R MAARE
BAD P HRA IR RN EFRBBRIBEESF X
HIE DI EEXVER 2835 5B 2 16 X (A1 A8 1~ 7]
BBERCHERARFREE S MPEGRIE
336IEFTEF R E M S AR MG MG AR
A MR PR R SR A

Number of shares/
underlying shares held
FiisR, HER G HE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
e BT
RO#E
TERRER a4 i) RS By BHEst
CITIC Securities Company Limited Interests in controlled 1,200,310,001 - 1,200,310,001 59.03%
(“CITIC Securities”) corporation (Note 1)
FEIFROHERAR(TREMNF]) RIEHEE #a
(Hizt1)
Other (Note 2) - 300,000,000 300,000,000 14.75%
Hith (ffzt2)
CITIC Securities Overseas Investment Beneficial owner 1,200,310,001 - 1,200,310,001 59.03%
Company Limited
REAHEIMREERAA ERABA
KVB Holdings (Note 3) Beneficial owner 300,000,000 - 300,000,000 14.75%
KVB Holdings (#77£3) EREBA
Mr. Li Zhi Da (Note 3) Interests in controlled 300,000,000 - 300,000,000 14.75%
corporation
FERE (M3 REEHEE 2 a5
Calypso (International) Investment Beneficial owner 106,525,000 - 106,525,000 5.24%

Co., Limited (Note 4)
Calypso (International) Investment
Co., Limited (#77£4)

EmfiBA
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Number of shares/
underlying shares held
FisReHERGHE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
e BT
ROEE
TERRAR L) i) RS By BHaEst
HNA Group (International) Company  Interests in controlled 106,525,000 - 106,525,000 5.24%
Limited (Note 4) corporation
BMEE(RR)ARDE (Mit4)  RIEHEER 2 ER
HNA Group Co., Ltd. (Note 4) Interests in controlled 106,525,000 - 106,525,000 5.24%
corporation
BMEBARRAR (Hit4) REEHEE 2 s
Hainan Traffic Administration Holding Interests in controlled 106,525,000 - 106,525,000 5.24%
Co., Ltd. (Note 4) corporation
BERXEERERAR (M) REEHEE 2 5
Shengtang Development (Yangpu) Interests in controlled 106,525,000 - 106,525,000 5.24%
Co. Ltd. (Note 4) corporation
BRERR(EB)ARDE(MiZ4) RIEHER 2 ER
Hainan Province Cihang Interests in controlled 106,525,000 - 106,525,000 5.24%
Foundation (Note 4) corporation
BHEEM A=A E (Wit REZHEE 2 s
Notes: Biat -

1. As CITIC Securities is entitled to control over one-third of the voting 1. HIR A ZAFE B -RAE (Z 585 E B R

power at general meetings of CITIC Securities Overseas Investment NE]ZRBA & _LIFHEEHE= 5.2 — 8185
Company Limited, CITIC Securities is deemed under the SFO to be 18 IRIBRFERENEG - 1565 #1253
interested in the entire 1,200,310,001 shares held by CITIC Securities R (FEE 55N 8 B H R X Al 5 B A2 56
Overseas Investment Company Limited. 1,200,310,001 8 fi% 17 *F FE B 1 75

2. On 29 January 2015, CITIC Securities and KVB Holdings entered 2. RZ-ZZE—AF—HF =+ A #{5if % 4

into a share purchase agreement, pursuant to which KVB Holdings KVB HoldingsaT 7 i% 17 /i B I i - 5t - KVB
conferred to CITIC Securities a right of first refusal on 300,000,000 HoldingsfiE 7 15 4l 25 & [E§300,000,000/% 7K 23
shares of the Company. CITIC Securities is thus deemed to be FIRI7 BB FEE 1 - it - IRIBES KT
interested in those 300,000,000 shares of the Company under the 105 - H (5 7 5 71 2318 7% #2.300,000,00088 7%
SFO. NAIRG R e
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3. As Mr. Li Zhi Da, a non-executive Director of the Company, is entitled
to control over one-third of the voting power at general meetings of
KVB Holdings, he is deemed under the SFO to be interested in the
entire 300,000,000 shares held by KVB Holdings.

4. As confirmed by Calypso International Investment Co., Limited, as
at 30 June 2017, Calypso International Investment Co., Limited was
a wholly owned subsidiary of HNA Group (International) Company
Limited (B3 (EIE) HR2A]) (formerly known as HNA Group
International Headquarter (Hong Kong) Co., Limited (&5 EEE 48
&5 (F%) BIR2A])), which was in turn owned as to 91.09% by HNA
Group Co., Ltd. (BATEE B R 2 7). HNA Group Co., Ltd. was held as
to 30% by Yangpu Jianyun Investment Co., Ltd. (£ BZEREHR L
7]) and 70% by Hainan Traffic Administration Holding Co., Ltd. (#/%
EHERER 2 A]). Hainan Traffic Administration Holding Co., Ltd. was
in turn held as to 50% by Shengtang Development (Yangpu) Co., Ltd.
(BEZE (GE%) BR2AA]). Shengtang Development (Yangpu) Co.,
Ltd. was held as to 65% by Hainan Province Cihang Foundation (4
BEMAREDD).

Save as disclosed above, as at 30 June 2017, the Directors are
not aware of any other person who has an interest or short position
in the shares or underlying shares (including interest in options, if
any) of the Company as recorded in the register required to be kept
under section 336 of the SFO.

INTERIM DIVIDEND

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

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

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

KVB KUNLUN FINANCIAL GROUP LIMITED  E2 fiy [ [5 4= il 452 18] 5 BR /2 ]

3 HRARFFHTEEFEESL L EED

KVB HoldingsfR B X & F#E:i8 = 5.2 — A 1%
g IRIFFHFRAENRG - 17 %2 3KKVB
Holdings= ##F & #9300,000,0004% & (7 # # B

e o

B e

4.  #Calypso International Investment Co.,

LimitedtE i - R=ZEFE—+FNA=4H "
Calypso International Investment Co., Limited
3R B (BIBR) B R 23 7] (57186 11 25 [ 2
BRagss (BE) BER A A]) .2 2 EME LA
VAT B (BIER) 5 R 2 7] d 6 4 5 B B R 23 &)
HHI1.09% s © LB BRI 5]/ FHE
BREBRAGIRAEAAXEIERER LG5 5
FFHE30%KR70%Em @ THBAREITRE RN
B H1 B IR ((FOh) B IR 2\ Al B 50% s ©
BEFEECERB) BR A ARG S M Ao
BEIFHCS %

R EXFHEEIN RZT—EFRA=T
H - EBFEAMBETAEMATRARRBES
kBRI VB RSN R IBE LB %D
FEIBGMEBETF 2 ELMzERIORE (BF
IR 2 #Em (A)) -

RERE
EERTEREBE_T—tEFA=THIERX
ERBEMKRE (BE - —XFA=1+H
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BE HEIWEAQXAZ LTRSS

REBZE T —tFA=1THILXEAHHE -
ARBNEEFAMBEARMERE - HEXE
QARRB]ZAEA EHRESF



CORPORATE GOVERNANCE AND OTHER INFORMATION

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company has complied with all the code provisions set out
in the Corporate Governance Code (the “CG Code”) contained in
Appendix 15 to the GEM Listing Rules throughout the six months
ended 30 June 2017, except for the following deviations:

Pursuant to code provision A.6.7 of the CG Code, the independent
non-executive directors and the non-executive directors should
attend general meetings and develop a balanced understanding
of the views of shareholders. At the annual general meeting of the
Company held on 10 May 2017, Ms. Zhao Guixin, an independent
non-executive Director, was unable to attend that meeting due to
health reason.

INTERESTS OF THE COMPLIANCE ADVISER AND ITS
DIRECTORS, EMPLOYEES AND CLOSE ASSOCIATES

As confirmed by Lego Corporate Finance Limited, the compliance
adviser of the Company, none of Lego Corporate Finance Limited
or its directors, employees and close associates is materially
interested in any contract or arrangement during the six months
ended 30 June 2017, which is significant in relation to the business
of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Group was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the six months
ended 30 June 2017 or at any time during such period.

DIRECTORS’ AND CONTROLLING SHAREHOLDER’S
COMPETING INTERESTS

During the six months ended 30 June 2017, none of the Directors,
the controlling shareholders or their respective close associates (as
defined under the GEM Listing Rules) had any business or interest
in a business which competes or may compete with the business of
the Group.

1B 3 45 0 S e fth BB

]'

BFEERTH
RNEE—F—+tF A NA=Z+THIEREAR - K
FIEEFAIZER LR RIS 15T

A (TEEEIRTAI) 2 AT SFRIGRSC - 1fE
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ox D 3
H

F—"+4}_l
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VIFRTEERIFRTESTRLERRKRE -
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T-tEFERATHBTHRRBFRE -
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Z s
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REVIEW OF FINANCIAL STATEMENTS

The Company established an audit committee (the “Audit
Committee”) on 18 December 2012 with written terms of reference
in compliance with the requirements as set out in Rule 5.28 of
the GEM Listing Rules. The Audit Committee comprises three
independent non-executive Directors, namely, Mr. Lin Wenhui, Ms.
Zhao Guixin and Mr. Cornelis Jacobus Keyser. Mr. Lin Wenhui is
the chairman of the Audit Committee. The primary duties of the
Audit Committee are to review and supervise the financial reporting
process, risk management and internal control systems of the
Company, nominate and monitor external auditors and provide
advice and comments to the Directors. The Audit Committee has
reviewed the unaudited condensed consolidated interim results of
the Group for the six months ended 30 June 2017 and has provided
advice and comments thereon.

PricewaterhouseCoopers as the Company’s auditors has reviewed
the unaudited condensed consolidated interim financial information
of the Group for the six months ended 30 June 2017 in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealing as
set out in Rules 5.48 to 5.67 of the GEM Listing Rules as the code
of conduct regarding securities transactions in securities of the
Company by the Directors. Having made specific enquiry with the
Directors, all the Directors confirmed that they had complied with
the required standard of dealings during the six months ended 30
June 2017.

By order of the Board

KVB Kunlun Financial Group Limited
Liu Stefan

Executive Director

Hong Kong, 4 August 2017
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

s
pwc

TO THE BOARD OF DIRECTORS OF KVB KUNLUN FINANCIAL
GROUP LIMITED

ERBEREHEBEERAR

(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on
pages 21 to 60, which comprises the condensed consolidated
interim balance sheet of KVB Kunlun Financial Group Limited
(the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2017 and the related condensed consolidated
interim statement of comprehensive income, consolidated interim
statement of changes in equity and consolidated interim statement
of cash flows for the six-month period then ended, and a summary
of significant accounting policies and other explanatory notes. The
Rules Governing the Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited requires
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and
presentation of these interim financial information in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”. Our responsibility is to express a conclusion on this
interim financial information based on our review and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures.

w100 B 2 R B A
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A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

CONCLUSION

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

OTHER MATTER

The comparative information for the condensed consolidated
interim statement of comprehensive income for the three-month
period ended 30 June 2016 and 30 June 2017 were not reviewed or
audited.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 4 August 2017
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

7 B Ak 5 v J00 22 AL 2 R

For the six months ended 30 June 2017
BE_Z—tFNA=1+THI~EA

Unaudited
ARER
Three months ended 30 June Six months ended 30 June
BEAA=tHLE=EA BEXRA=tHLAEA
2017 2016 2017 2016
“E-t5 NS —E-tf ZTRE
Notes HK$’ 000 HK$'000 HK$’ 000 HK$'000
Hizt THET TAT THT THT
Leveraged foreign exchange and BERASMERE MR ZRA
other trading income 4 107,729 70,260 157,965 161,021
Cash dealing income/(losses) BeEX WA/ (BB 4 57 712 (16) 2919
Fee and commission income BRARMASWA 23,058 13,822 37,389 28,951
Other incomef(losses) Hef A/ (E18) 5 637 (1,031) 1,772 (3,320)
Total income W@ 131,481 83,763 197,110 189,571
Referral expenses and other charges  E /% R E & F 68,548 35,721 114,770 70,472
Staff costs BTRA 6 13,179 13,832 24,995 919
Depreciation and amortisation & Ry 3,077 1,856 6,164 3,650
Lease payments under land THREFHRENR
and buildings 3,326 2,767 6,836 5,557
Administrative and other THREBEERAS
operating expenses 7 19,867 17,002 36,011 29,017
Total expenses B 107,997 71,178 188,776 142,215
Operating profit MR 23,484 12,585 8,334 47,356
Finance cost RARAK (544) (5) (1,156) (20)
Profit before tax BRELAT R 22,940 12,580 7,178 47,336
Income tax expense FIfs Bk 8 (965) (2,988) (4,089) (13,308)
Profit for the period lilayayl 21,975 9,592 3,089 34,028
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For the six months ended 30 June 2017
BE_Z—tFA=1+HI~EA

Unaudited
REER
Three months ended 30 June Six months ended 30 June
BEAA=tHLE=MEA BEXRA=tHLAEA
2017 2016 2017 2016
—E-t§ ZT-RE kLl of 3 ZT—RE
Notes HK$’ 000 HK$'000 HK$’ 000 HK$'000
J/iF=3 TER THET TER AT
Other comprehensive income Htt2mEKE
Items that may be reclassified B EEEm s B
to profit or loss
Currency translation difference ErEL =5 5,109 1433 6,732 5,366
Other comprehensive income HNEm 2Bk
for the period, net of tax (M HE) 5,109 1,433 6,732 5,366
Total comprehensive income HAN2ENEEE
for the period 27,084 11,025 9,821 30,394
Earnings per share for profit HAXRAREREA
attributable to the equity holders Bl ER 2 BlREF
of the Company for the period
— Basic (HK cents per share) —EA (R 10 1.08 0.47 0.15 1.67
- Diluted (HK cents per share) — 838 (TR 10 1.08 0.47 0.15 1.67

The notes on pages 29 to 60 form part of the interim financial  £529Z=60E # Kt £E 4 A 70 BA B 78 & R &y — 56
information. 5 e
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
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As at 30 June 2017
RZZE—+FA=+H

Unaudited Audited
RBEX REZ
30June 31 December
2017 2016
—E—+tF —E—RF
RNRA=+H tZH=1+—H
Notes HK$’ 000 HK$'000
HtaF FET FHET
ASSETS BE
Non-current assets RBEE
Property, plant and equipment ME - B NE&E 11 10,724 10,400
Intangible assets B EE 12 24,696 27,447
Deferred tax assets EEF IR E B 1,989 1,876
37,409 39,723
Current assets REBEE
Other receivables, prepayments and H b el R IE - FB(F KB
deposits Kiz& 13 17,651 10,875
Tax prepayment TRSRIEA 5,812 6,224
Amounts due from other related parties & U E fib BE Bt 75 3018 21 8 -
Derivative financial instruments MESRTE 14 92,873 77,377
Balances due from agents FE U AR IR 45 B 36,512 57,556
Cash and bank balances and Re RBITEBKAREFER
client trust bank balances RITEE A 15 1,056,170 890,403
Totalcurrentassets ~~__*&RE&E 1209026 Iz A
Total assets EEH#E 1,246,435 1,082,158
EQUITY AND LIABILITIES EEREE
Share capital A% s 19 20,332 20,332
Reserves & 367,731 360,282
Retained earnings REB B F| 137,240 133,903
Total equity DA 525,303 514,517

The notes on pages 29 to 60 form part of the interim financial
information.
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
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As at 30 June 2017
R-ZE—+FA=1+H

Unaudited Audited
RIBEZ e
30June 31 December
2017 2016
—E—tH§ —E—RF
ANB=+H +tZA=1+—H
Notes HK$’ 000 HK$'000
Kt FExT TAT
Current liabilities REBEE

Finance lease obligations AT E AR - 18
Current income tax liabilities BNEAFTIS T B & 6,107 2,201
Other payables and accrued liabiliies ~ HMER KB R ETEE 16 35,439 31,785
Amounts due to other related parities JRE <) EL 4th B B 5 3 IE 21 3 -
Borrowing ETE 17 5,758 55,835
Derivative financial instruments THESMTAE 14 16,919 3,047
Clients’ balances BR SR 18 656,052 473,904
720,278 566,790

Non-current liabilities FEREBEE
Deferred tax liabilities EEFIEAE 854 851
854 851
Total liabilities BEHE 721,132 567,641
Total equity and liabilities BERREE 1,246,435 1,082,158

The notes on pages 29 to 60 form part of the interim financial
information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

7 WA £ £ v 0

32 g2
fit 5

LS

For the six months ended 30 June 2017
BE_Z—tFNA=1+THI~EA

Unaudited
REEY
Share  Currency
Share Share Capital option translation  Retained Total
capital  premium reserve reserve reserve  earnings equity
BRE SBEX
kx  ROERE EXRE 51 RE REERR RBREE
HK$'000 HK$000 HK$000 HK$000 HK$'000 HK$000  HK$'000
TR THER TR TR THER TR TERL
Note 19(b)
Mt 19(b)
At 1 January 2017 RZZ—+%-A—-A 20,332 180464 171,892 17,692 (9,766) 133,903 514,517
Comprehensive income 2HKE
Profit for the period B - - - - - 3,089 3,089
Other comprehensive Gl all
income for the period - - - - 6,732 - 6,732
20332 180,464 171,892 17,692 (3,034) 136992 524,338
Total transactions with owners, HEEAZRZAE
recognised directly in equity: BEEARRRER:
Share option scheme (Note 20) w2l (r20) - - - "7 - 248 965
Balance at 30 June 2017 R-B-tf
RAZTRZES 20332 180464 171,892 18,409 (3,034) 137,240 525,303

The notes on pages 29 to 60 form part of the interim financial

information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

il WA 4 5 F 0T B 2 A B 5

For the six months ended 30 June 2017
BE_Z—tFA=1+HI~EA

Unaudited
REE
Share  Currency
Share Share Capital option translation  Retained Total
capital  premium reserve reserve reserve  earnings equity
Bhit S%EX
BA  BRHOEE BEXAGHRE E1] e RERN RRLHE
HK$000  HK$000  HKEO00  HK$000  HK$000  HK$000  HK$000
TAx Tz TEx  TEx  TEx TEr TEx
Note 19(b)
Hiz#19()
At 1 January 2016 RZE—R"E—H—H 20,330 180276 171,892 9,551 (11,794) 95155 465410
Comprehensive income 2EkE
Profit for the period B3 5 7 - - - - - 34028 34028
Other comprehensive BRE M2k
income for the period - - - - 5,366 - 5,366
20,330 180,276 171,892 9,551 (6,428) 129,183 504,804
Total transactions with owners, BREEAZRZEE
recognised directly in equity: EERNERR
Share option scheme (Note 20) B2l (11 #20) = = = 756 = = 756
Issue of new ordinary shares upon TEBRERRTY
exercise of share option (Note 20) B (H5220) 2 188 = (60) = 60 190
Balance at 30 June 2016 RZB-AE
AAZtR2&H 20332 180,464 171,892 10,247 (6,428) 129,243 505,750

The notes on pages 29 to 60 form part of the interim financial

information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

ffEAa PR ERER
For the six months ended 30 June 2017
BE_Z—tFNA=1+THI~EA

Unaudited
RIQE
Six months ended 30 June

BEANA=tTHLAEA

2017 2016
—E-t5F —E—XF
Notes HK$’ 000 HK$'000
HtaF FET FHET
Cash flows from operating activities K& FZEREBHRERE
Profit before tax R %54 BT o A 7,178 47,336
Adjustments for: THE
Depreciation and amortisation e K 11 & 12 6,164 3,650
Interest income F WA (1,443) (847)
Loss on disposal of fixed assets HEBRTEEZEE 455 =
Share option expense BRI 2 965 756
Cash flows from operating activities LBEESEBRILEEE
before working capital changes FISlReR=E 13,319 50,895
Decrease/(increase) in pledged time BEHE T REFORL ()
deposits 68,490 (69,169)
Increase in client trust bank balances B EEERITAERIE I (146,821) (6,120)
Decrease in balances due from agents & UK X T 45 82 05 21,044 7,631
(Increase)/decrease in PTHESRIAGEM R
derivative financial instruments (1,624) 173,863
Increase in other assets and H th & 2= I FE A ZRIE L 0
prepayments (6,539) (2,438)
Decrease in amounts due from the then [ Uit & B B 3235 A% A &) 3838 R 2
immediate holding company - 122
Increase in amounts due from JFEE M5 L b FB8 B 0 R TR S A0
other related parties 8) )
Increase/(decrease) in amounts due to &~ H fib BB 5 ZRIEIE AN,
other related parties Cr) 3 (40)
Increase/(decrease) in clients’ balances & FE&&&83E 0, O5id) 182,148 (174,026)
Increase/(decrease) in other H e FRIE R EET
payables and accrued liabilities BEEMN CRL) 3,654 (27,292)
Cash generated from/(used in) KEmT/ (A RE
operations 133,666 (46,579)
Income tax refund/(paid) BB e 599 (16,042)
Net cash generated from/(used in) EESEBAE (FTA)IR& F58
operating activities 134,265 (62,621)
INTERIM REPORT 2017 & —-LAE i i
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
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e P ERER
For the six months ended 30 June 2017
BE_Z—tFA=1+HI~EA

Unaudited

RIQE
Six months ended 30 June

BEANA=tTHLAEA

2017 2016
—E-t5F —E—RF
Notes HK$’ 000 HK$'000
HtaF FET FHET
Cash flows from investing activites REFEMEHRESRE
Interest received B U FI 8 1,206 415
Purchase of property, plant and BEWE WMELREER
equipment and intangible assets m A E 11812 (2,900) (5,024)
Net cash used in investing activities BEESETAE S5 (1,694) (4,609)
Cash flows from financing activities BEFZBHAEHEERE
Repayment of finance lease obligations  {&3& §i & 78 & A #E (18) (21)
Repayment of borrowing BEEER (50,642) -
Proceeds from issuance of ordinary 1T IR FERS B 1T B AR
shares upon exercise of share options  FT{5 1A 20 - 190
Net cash (used in)/generated from BEEE (FrA) PR & %58
financing activities (50,660) 169
Net increase/(decrease) incashand BERBESZEYWEM OB)
cash equivalents =2 81,911 (67,061)
Cash and cash equivalents at YR RREEEY
beginning of period 15 318,916 373,014
Effect of foreign exchange fERE e BT
rate changes, net 5,525 5,691
Cash and cash equivalents HRBEESRESEEY
at end of period 15 406,352 311,644

information.

o

The notes on pages 29 to 60 form part of the interim financial  £529Z 608 &Y M 5X # 5k &b B B 75 & Kl &) — =B
b
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NOTES TO THE INTERIM FINANCIAL INFORMATION

w10 B 2 S Rk A

1 CORPORATE INFORMATION 1 2AFEHR

—REHR

1.1 General information 1.1

The Company was incorporated in the Cayman Islands
on 9 November 2010 as an exempted company with
limited liability under the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman
Islands. The address of its registered office is Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman,
KY1-1111, Cayman Islands.

The Company’s shares have been listed on the Growth
Enterprise Market (the “GEM”) of The Stock Exchange of
Hong Kong Limited since 3 July 2013.

The Company is an investment holding company and its
subsidiaries are principally engaged in leveraged foreign
exchange and other trading, cash dealing business, and
other services.

On 29 January 2015, CITIC Securities Company Limited
(the “CITIC Securities”), a company incorporated in
the People’s Republic of China, has agreed to acquire
1,200,000,000 shares of the Company (the “Sale Shares”)
from the controlling shareholder, KVB Kunlun Holdings
Limited (the “Transaction”). In accordance with the Share
Purchase Agreement, CITIC Securities has nominated
CITIC Securities Overseas Investment Company Limited
(the “CITIC Securities Overseas”), a wholly-owned
subsidiary of CITIC Securities which is incorporated
in Hong Kong to purchase the full legal and beneficial
ownership of the Sale Shares.

Subsequent to the completion of the Transaction, CITIC
Securities Overseas holds 1,200,000,000 shares of the
Company, representing approximately 59.37% of the total
issued share capital of the Company as at the completion
date and becomes the immediate holding company while
CITIC Securities becomes the ultimate holding company
of the Company.

ARBR=ZZE—ZEF+—HNALBAR
BHSHENAEE22E (Kixde
EETE — NN —FFE =5501) IR FHE
SHEFMK BERRBRAF
7N A &) B 5F 9% == B ik A Cricket
Square, Hutchins Drive, PO Box
2681, Grand Cayman, KY1-1111,
Cayman Islands °

ARFRROHE —_TE—=FtA=H&
EEEBMARSMARRAFAIZER
(TRIZMR]) £ e

RAF R —HREZEBRAT - EH B
RAEZREEEAINER 5 KL HA
R BRERPEGREMRTE

R=ZF—RAF—A=+hIB #F1
AEH R AR AT ([FRIGESH]
— R EE A R B 53 MK LAY
2 A B & MR AR RKVB Kunlun
Holdings Limited4& f#&1,200,000,000
ARG ([$HEERN ] ([RX5F
H]) - IREBEROEEHZE - REIES
BIRPEIEHEIMEERR AT ([
ERAEHFEIN) - FIEIESFH 2 EME
AaE REBEMKI) R HEE IR
MR EERESEBRE

MR SEIETKE - PEALHEINFT
A 1,200,000,0000% A& 2~ &) & 5 + 14
RATARTEK B BRI B TR A B 2
#)59.37% * WK R EEER AR
(SR 55 RI AL B AR A 5] 2 AR

AHE o
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1

CORPORATE INFORMATION (continued)

1.1

1.2

General information (continued)

As at 30 June 2017, 59.03% of the total issued shares
of the Company are held by CITIC Securities Overseas,
14.75% of issued shares are held by KVB Kunlun
Holdings Limited and the remaining 26.22% of issued
shares are held by the public.

As a consequence of the completion of the Transaction,
companies owned by KVB Kunlun Holdings Limited
ceased to be the fellow subsidiaries. Accordingly, such
companies are now referred to as “other related parties”
throughout these interim financial information and
underlying notes.

The interim financial information is presented in HK dollars
(“HK$”), unless otherwise stated. This interim financial
information has not been audited.

Significant event

On 2 June 2017, the Group received a notice from Tianjin
Precious Metals Exchange Limited (“TPME”) that it will
adjust its precious metals spot trading business with a
view to reduce the trading risks, and it will suspend the
opening of new trading positions for all spot commodities
traded on the exchange with effect from 12 June 2017
(the “Suspension”). The closing of existing trading
positions will not be affected.

As a result of the Suspension, other than the closing
of existing positions, the Group will no longer be able
to generate revenue from the spot trading business in
precious metals on the TPME after 12 June 2017. The
Group has not been informed when or if the Suspension
will be lifted as at the reporting date.

KVB KUNLUN FINANCIAL GROUP LIMITED  F&. i [ 5% 4 il 4 [ 5 PR A
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NOTES TO THE INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION

The condensed consolidated interim financial information for
the six months ended 30 June 2017 has been prepared in
accordance with HKAS 34, ‘Interim financial reporting’. The
condensed consolidated interim financial information should
be read in conjunction with the annual financial statements for
the year ended 31 December 2016, which has been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”).

The accounting policies applied are consistent with those
of the annual financial statements for the year ended 31
December 2016, as described in those annual financial
statements, except for the estimation of income tax using the
tax rate that would be applicable to expected total annual
earnings.

Taxes on income in the interim periods are accrued using the
tax rate that would be applicable to expected total annual profit
or loss.

Impact of standards issued but not yet applied by the
Group

(i) HKFRS 9 Financial instruments

HKFRS 9 Financial Instruments addresses the
classification, measurement and derecognition of
financial assets and financial liabilities, introduces new
rules for hedge accounting and a new impairment model
for financial assets. The group has decided not to adopt
HKFRS 9 until it becomes mandatory on 1 January 2018.

The group does not expect the new guidance to have a
significant impact on the classification and measurement
of its financial assets for the following reasons:

e  Equity investments currently measured at fair value
through profit or loss (FVPL) will likely continue to be
measured on the same basis under HKFRS 9.

e  Debt instruments currently classified as held-to-
maturity and measured at amortised cost appear to
meet the conditions for classification at amortised
cost under HKFRS 9.

w10 B 2 S Rk A

MR EAE

BHE_ZE—+FNA=+THIEREANG
PR A FHMBENCRIBEET ST ER
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BRAFSEHIRENFERANGBEMERZ
BMERMGEEIN - FIERAN S RREARE—
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i) —B e

HHAEAR 2 PRIS DUIR TR A F R B s A RR A
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KVB

BASIS OF PREPARATION (continued)

Impact of standards issued but not yet applied by the
Group (continued)

(i)  HKFRS 9 Financial instruments (continued)

There will be no impact on the group’s accounting for
financial liabilities, as the new requirements only affect
the accounting for financial liabilities that are designated
at fair value through profit or loss and the group does not
have any such liabilities. The derecognition rules have
been transferred from HKAS 39 Financial Instruments:
Recognition and Measurement and have not been
changed.

The new hedge accounting rules will align the accounting
for hedging instruments more closely with the group’s risk
management practices. As a general rule, more hedge
relationships might be eligible for hedge accounting,
as the standard introduces a more principles-based
approach. However, at this stage the group does not
expect to identify any new hedge relationships. It would
appear that the group’s current hedge relationships
would qualify as continuing hedges upon the adoption
of HKFRS 9. Accordingly, the group does not expect
a significant impact on the accounting for its hedging
relationships.

The new impairment model requires the recognition of
impairment provisions based on expected credit losses
(ECL) rather than only incurred credit losses as is the
case under HKAS 39. It applies to financial assets
classified at amortised cost, debt instruments measured
at FVOCI, contract assets under HKFRS 15 Revenue
from Contracts with Customers, lease receivables, loan
commitments and certain financial guarantee contracts.

The new standard also introduces expanded disclosure
requirements and changes in presentation. These are
expected to change the nature and extent of the group’s
disclosures about its financial instruments particularly in
the year of the adoption of the new standard.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION (continued)

Impact of standards issued but not yet applied by the
Group (continued)

(i) HKFRS 15 Revenue from contracts with customers

The HKICPA has issued a new standard for the
recognition of revenue. This will replace HKAS 18 which
covers revenue arising from the sale of goods and
the rendering of services and HKAS 11 which covers
construction contracts.

The new standard is based on the principle that revenue
is recognised when control of a good or service transfers
to a customer.

The standard permits either a full retrospective or a
modified retrospective approach for the adoption. The
new standard is effective for first interim periods within
annual reporting periods beginning on or after 1 January
2018. The group will adopt the new standard from 1
January 2018.

(ii) HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will results in
almost all leases being recognized on the balance sheet,
as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to
use the leased item) and a financial liability to pay rentals
are recognized. The only exceptions are short-term and
low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the
group’s operating leases. As at the reporting date, the
group has non-cancellable operating lease commitments
of approximately HK$21.7 million. However, the group
has not yet determined to what extent these commitments
will result in the recognition of an asset and a liability for
future payments and how this will affect the group’s profit
and classification of cash flows.
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KVB

BASIS OF PREPARATION (continued)

Impact of standards issued but not yet applied by the
Group (continued)

(iii) HKFRS 16 Leases (continued)

Some of the commitments may be covered by the
exception for short-term and low-value leases and some
commitments may relate to arrangements that will not
qualify as leases under HKFRS 16.

The standard is mandatory for first interim periods within
annual reporting periods beginning on or after 1 January
2019. At this stage, the group does not intend to adopt the
standard before its effective date.

There are no amended standards or interpretations that
are effective for the first time for this interim period that
could be expected to have a material impact on this
Group.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
interest rate risk, foreign exchange risk, credit risk and liquidity
risk.

The interim financial information does not include all financial
risk management information and disclosures required
in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements as at
31 December 2016.

There has been no change in the risk management policies
since year end.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

FINANCIAL RISK MANAGEMENT (continued)

3.1 Foreign currency risk

Exchange rate fluctuation is the most significant risk
in leveraged foreign exchange trading. The Group
takes on exposure to the effects of fluctuations in the
prevailing foreign currency exchange rates on its
financial position and cash flows. The Group is exposed
to foreign exchange risk arising from various currency
exposures, primarily with respect to New Zealand
dollars and Australian dollars. The Group will suffer a
loss if it fails to cover a client deal at a better exchange
rate. The Group monitors foreign exchange exposure
by reviewing the open position of the Group and client
trading performance. The risk is measured by the use of
sensitivity analysis and cash flow forecasting. Specific
risk limits are set to measure and monitor foreign
exchange risk. Any excessive foreign exchange risks are
passed on to other financial institutions through execution
of trades with those institutions. The management
sets limits on the level of exposure by currency and in
aggregate for both overnight and intra-day positions,
which are monitored on an intra-day basis.

The Group has certain investments in foreign operations,
whose net assets are exposed to foreign currency
translation risk. The Group currently does not have a
foreign currency policy to hedge its currency exposure
arising from the net assets of the Group’s foreign
operations.

The tables below summarise the Group’s exposure
to foreign currency exchange rate risk as at 30 June
2017 and 31 December 2016. Included in the tables
are the assets and liabilities at carrying amounts in HK$
equivalent, categorised by the original currency.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Foreign currency risk (continued)

As at 30 June 2017 (Unaudited)

3 MBRRERE(E)

3.1 SNERER (Z)
R-Z—tFEXA=1H (KEEX)

HK$ NzZD AUD usb JPY RMB  Others Total
B REET An EY AE ARE At @t
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TEn TEn TER TEx TFEx TEr FErx  TER
Assets BE
Other receivables and deposits VeV HE 3,462 154 104 734 - 1408 - 5862
Amounts due from other related parties  FEWE s BB 5 208 - - - ) - - - 8
Derivative financial instruments iTEspIE - 20402 5638 66,710 2 121 - 02873
Balances due from agents el & 182 1,443 134 14284 1938 18,024 507 36,512
Cash and bank balances and BeRETEANREPER
client trust bank balances jiiaE o 28,133 10562 34599 969,968 7221 4,836 851 1,056,170
Liabilities B8R
Other payables Hip R 1528 1,565 577 21552 1 787 - 32,005
Amounts due to other related parties EftH R A - - - 3 - - - 3
Derivative financial instruments fTE2RIA - 1483 12 15471 - 3 - 16919
Borrowing fGE - - - - - 5758 - 5758
Clients’ balances XL - 10351 26429 615305 3,967 - - 656,052

KVB KUNLUN FINANCIAL GROUP LIMITED
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NOTES TO THE INTERIM FINANCIAL INFORMATION

3.1 Foreign currency risk (continued)

As at 31 December 2016 (Audited)

FINANCIAL RISK MANAGEMENT (continued)

w10 B 2 S Rk A

3 MBRRERE(E)
3.1 SERER(E)
R-ZB-—AHE+=-A=+—H

(=)
HK$ NZD AUD Ush JPY RMB  Others Total
BT REBT BT e 8 ARE Afth o
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Thr Thr TExr TEx TEr TExr ThEr  TEx
Assets EE
Other receivables and deposits £ A1 BB )3 3,052 179 191 555 - 29% - 6918
Derivative financial instruments {7448 T A - 3057 7001 47,189 130 - 71317
Balances due from agents FEYREL 163 1205 28 7221 1830 46627 481 5755
Cashand bank balancesand ~~ B& RBTEHUREF
client trust bank balances R 28,203 9541 36322 802,601 5,269 8,299 168 890,403
Liabilities Bf
Finance lease obligation MEMEAE = - 18 - - - _ 18
Other payables Hih e zuE 3640 1,382 500 14,761 - 1631 - 21954
Derivative financial instruments  $74 2B T E - 167 13 1351 - 12 - 307
Borrowing B8 - - - - 5583% - 5583%
Clients' balances BRER - 8338 30288 431815 3468 - - 473904
The following table indicates the impact on the Group’s TRINTHRZE—LEFA=THRK
profit before taxation to movements in foreign exchange —E-RFF A=+ BIEER
rate as at 30 June 2017 and 31 December 2016: = LBHARRBIRD AR MOPE -
Unaudited Audited
RICEZ REZ
Movement Movement
in foreign 30 June in foreign 31 December
Foreign currency risk  /MNE & B2 currency 2017 currency 2016
—E—tF —ZE-RF
SERE ~NA=+H SNEEE) +—A=+—H
HK$’ 000 HK$'000
FHET T
AUD SEIT +/-4% +/-538 +/-3% +/-379
JPY H +/-4% +/-208 +/-3% +/-109
NZD AT T +/-4% +/-768 +/-10% +/-2,265
RMB AR +-2% +/-357 +/-6% +/-31

INTERIM REPORT 2017
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SEGMENT REPORTING

Operating segments are reported in a manner consistent with
the internal reporting provided to the Board of Directors. The
Group’s operating businesses are structured and managed
separately according to the nature of their operations and the
services they provide. Each of the Group’s business segments
represents a strategic business unit that offers services
which are subject to risks and returns that are different from
those of the other business segments. The Board of Directors
considers the business from a geographical and product
perspective.

Summary details of the business segments are as follows:

(a) the margin dealing segments engage in the provision of
leveraged foreign exchange and other trading services in
Hong Kong and New Zealand;

(b) the unleveraged cash dealing segment engages in the
provision of non-leveraged foreign exchange trading
services in New Zealand. Unleveraged cash dealing
services were provided to corporate clients, in particular,
those clients engaged in money changing business for
the purpose of hedging their cash positions and meeting
settlement obligations. The Group is rewarded by the
spread between the price quoted to our clients and the
price offered by our market makers; and

(c) the investment sales segments engage in provision of
sale and marketing functions to clients in New Zealand
and Australia.

(d) the PRC business segment engages in provision of
trading and settlement of precious metals in PRC.

Inter-segment transactions, if any, are conducted with
reference to the prices charged to third parties and there was
no change in the basis during the six months ended 30 June
2017 and 2016.

KVB KUNLUN FINANCIAL GROUP LIMITED  F&. i [ 5% 4 il 4 [ 5 PR A
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NOTES TO THE INTERIM FINANCIAL INFORMATION

w10 B s S Rk

SEGMENT REPORTING (continued) 4 DEWE|E(E
The segment information provided to the management for the HE—_T—+tFEK_FT—R"FA=+H
reportable segments for the six months period ended 30 June IE7NEA - ghalsE DB REIREBIREA
2017 and 2016 is as follows: DEERWOT ¢
For the six months ended 30 June 2017 (Unaudited) BE-—Z—tHFX<A=1+HIAMEA Gk
"REX)
New Hong New New
Zealand Kong Zealand Zealand Australia
Margin Margin Cash  Investment  Investment PRC
dealing dealing dealing sales sales Business  Unallocated  Elimination Total
il | B il | it | 2l H
RE4%5 RELRS R REHE  REHE £ Ey i Eh
HKS 000 HKY000  HK$'000  HKS'000  HKY000  HKS'000  HKS'000  HKS'000  HK$'000
TEn TER TEn TER TEn TER TEn TER TER
Segment revenue and APUHEREBIA
other income:
Foreign exchange and other ~ RENIEREHINER
trading income eamed from £ X WA
external customers 128,362 133 (16) - 1,735 21,185 - - 157,949
Inter-segment sales AHREEE - 43425 - 9,538 4,076 - - (57,089) -
Segment revenue ABlE 128,362 43,558 (16) 9,538 5811 21,185 - (57,039) 157,949
Fee and commissionincome B REEMA 34,307 - - - 2 - 2,090 37,389
Other income HtMA mn - 3% - 9 (913 2,264 1,772
Total revenue and other income 43S R (b A 38 163,136 43,558 19 9,538 5822 %822 5,254 (7089 197,110
Segment proft A8 (4581) 39,328 (639) 2,565 3,824 6,805 5,254 52,550
Other staff costs B THA (13.441)
Other unallocated administrative £t AR/ TH R
and operating expenses BEmT (31,981)
Proft befre tax BRI 178
Income tax expense FERRY (4,089)
Proft forthe period Ll 069
Other segment information: £ AHER :
Depreciation and amortisation 7% R - 30 - - 1 979 5,142 6,164
Lease payments RERR - 31 - - - 1,518 4937 6,336
Finance cost BERA - - - - - 1,156 - 1,156
INTERIM REPORT 2017 & —-LAE i i
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4 SEGMENT REPORTING (continued) 4 DEWEE(E
The segment information provided to the management for the B Z—+FhR_ZT—FFNA=1+H
reportable segments for the six months period ended 30 June LERE A - Al #E 5 #B A E IR E R aY
2017 and 2016 is as follows: (continued) DEEMAT : (&)
= = = o
For the six months ended 30 June 2016 (Unaudited) BE—% SESRA=THIEAREA
(CREER)
New Hong New New
Zealand Kong Zealand Zedland Australia
Meargin Margin Cash  Invesiment  Investment PRC
dealing dealing dealing sales sales Business  Unallocated ~ Elimination Total
#ER & il i b3 i
FEERS REERH  RERE  REME  REHE ) KPR baf )
HK$ 000 HK§ 000 HK$ 000 HK§ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TEn TEn TiEn TiHL Fin TEn Fin TiEn Fin
Segment revenue and other ~ APMEREMMA -
income:
Foreign exchangeand other ~ KESNSEEMHER
trading income eamed AfRARA
from external customers 161,018 3 2919 - - - - - 163,940
Inter-segment sales AHREEE - 54,607 - 6,115 7942 - - (68,664 -
Segment revenue AilE 161,018 54610 2,919 6,115 7,942 - - (68,664) 163,940
Fee and commissionincome. BRI RASMA 28,364 - - - - - 587 2,951
Other income HitA 073 - 54 - 5 11 (4417) (3320)
Total revenue and other income Wiz RE MM ALE 190,355 54610 2,973 6,115 8,001 il (3830) (68,664) 189,571
Segment prof ARER 43971 50,225 2132 1,041 6,261 (2614) (3830) 97,186
Other staff costs EBETHA (22121)
Other unallocated administrative £t & AR TER
and operating expenses BERT (21.729)
Profit before tax Biaad 47,33
Income tax expense Gifczb (1330)
Profit for the period B g 34,028
Other segment information: £t AHER :
Depreciation and amortisation ~ #7% R &3 - 45 - - 9 a1 3319 3650
Lease payments RENH - 476 - - - 1018 4063 5557
Finance cost BERA 2 - - - - - - 2

40
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NOTES TO THE INTERIM FINANCIAL INFORMATION

SEGMENT REPORTING (continued)

The Company is domiciled in Hong Kong. The majority of the
Group’s income from external customers is derived from its
operations in New Zealand.

4

w10 B 2 S Rk A

DEERE (4E)

RARERES - REBRBINEEEFH
WAKRER D K B B R AR PR AR & 2675 -

Unaudited
REEX
Six months ended 30 June
BEAA=1THLEAREAR

2017 2016

—E—LF —ERF

HK$’ 000 HK$'000

FET F&T

New Zealand #1785 128,346 163,937
Others H i (% 29,603 3
157,949 163,940

None of the external customers contributes more than 10%
of the Group’s trading income individually in the respective
period.

Information on segment assets and liabilities are not disclosed
as this information is not presented to the Board of Directors as
they do not assess performance of reportable segments using
information on assets and liabilities.

There are no differences from the Company’s 2016 annual
report in the basis of segmentation or in the basis of
measurement of segment profit or loss.

BEAm M ED B S BB S IR A R E R Bk
ABI10% A L o

HMREFSYEEREREENABNE
BEHE AT & 0 B RIE - A ERL
BERTEFTS  EMELEREERADH
BEERBEBENEF -

N

7 EPEES D B N S B R 2 R B A
RRAB _TE—RFFRIEER -
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5 OTHER INCOME/(LOSSES)

5 HlA  (EE)

Unaudited Unaudited
REER REER
Three months Six months
ended 30 June ended 30 June
BEAA=+BHLE=EA BEXA=tHLAER
2017 2016 2017 2016
—E—+tF —E—RF —E—+tF —E—RF
HK$’ 000 HK$'000 HK$’ 000 HK$'000
FHET FHET THET FHET
Interest income A B U A 717 400 1,443 847
Exchange gain/ BE N iz, (&518) -
(losses), net R 356 (1,682) 566 (5,007)
Loss on disposal of  HEREEEEZEE
fixed assets (455) = (455) =
Others Hih 19 251 218 840
637 (1,081) 1,772 (3,320)
6 STAFF COSTS 6 EBEIRA&
Unaudited Unaudited
REER REER
Three months Six months
ended 30 June ended 30 June
BEAA=+tHLL=M@EA BEXA=tHLAMEA
2017 2016 2017 2016
—Z2—+tF —T—REF —E—+tF —E-RF
HK$’ 000 HK$’000 HK$’ 000 HK$'000
TR FHETT THERT FHETT
Staff costs: E TR :
Salaries and T& K Eah
allowances 12,399 13,175 23,362 32,098
Pension scheme RIKREET I
contributions 318 309 668 665
Share option BRERS (#:20)
expenses (Note 20) 462 348 965 756
13,179 13,832 24,995 33,519

e
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ADMINISTRATIVE AND OTHER OPERATING 7 {THRHEMEZEX

EXPENSES
Unaudited Unaudited
RBERX RIQER
Three months Six months
ended 30 June ended 30 June
BEANA=tHLE=EA BEAAZ+HLEXER
2017 2016 2017 2016
—E—+tF —E—REF —E—+tF ZE—RF
HK$’ 000 HK$’000 HK$’ 000 HK$'000
FER FHETT FHET FHET
Management fees paid X F & & &5
to the then immediate RAFIMERE
holding company (HtaE21(i)
(Note 21(i)) 166 215 331 431
Other office occupation  H fih 5 FE 0
expenses F 769 743 1,608 1,464
Auditor's remuneration 2 2k A Bl &
- Audit services —BF R 810 611 1,478 1,218
— Non-audit services —IEEE RS 160 54 321 106
Information services BRARBH
expenses 1,240 1,085 2,396 1,984
Professional and EXERFERE
consultancy fee 879 1,295 2,302 1,842
Repair and maintenance #1{& & # &
(including system (BIERGHEE)
maintenance) 3,184 4,222 6,041 5,376
Marketing, advertising T35 H#EE - B K&
and promotion SEMAX
expenses 5,596 3,095 8,871 5,817
Handling fee expenses F & &R 4,693 2,567 7,635 5,099
Travelling expenses =R E 845 1,177 1,663 1,860
Entertainment expenses 3% X i B £ 66 279 341 449
Insurance IR 148 151 311 353
Clients’ debit balances & P B 4 45 £ i 85
written off 144 229 147 338
Staff training 8 T3 322 21 341 863
Others HAity 845 1,258 2,225 1,817
19,867 17,002 36,011 29,017
INTERIM REPORT 2017 & —-LAE i i
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profit in Hong
Kong for each of the respective periods. Taxation on overseas
profits has been calculated on the estimated assessable profit
for the respective periods at the rates of taxation prevailing
in the countries in which the Group operates. The income tax
expenses of the Group are charged at a tax rate of 28% (2016:
28%) in New Zealand, 30% (2016: 30%) in Australia and 25%
(2016: 25%) in PRC respectively in accordance with the local
tax authorities.

FRiE BB X

EBNEH RS BREE BN G ER
M A16.5% (ZF — 754 : 16.5%) B9F%
REHREME - BI/NE R TR IEE RS HME
hETERBE I AR R BL LB RB
TR R E - RIBEHRIEHKE - A%
BAAATEE  RMNERFBEAEHEASZ S
Al3%28% (ZF — 754 : 28%) ~ 30% (=
T —NF : 30%) &25% (ZF — /N F -
25%) BT EETE o

Unaudited Unaudited
REEX REEX
Three months Six months
ended 30 June ended 30 June
BEANA=+HLE=EA BEANA=tHLAEA
2017 2016 2017 2016
—E—tF —T—REF —E2—+tF S ANES
HK$’ 000 HK$'000 HK$’ 000 HK$'000
FHExT FHETT THET FHETT
Current tax: BVEARR I8
Charge for the period Ei Az H 864 2,927 3,904 13,184
Others HAth 101 61 185 124
Income tax expense  Fr15H1 B s 965 2,988 4,089 13,308
DIVIDENDS B2

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

KVB KUNLUN FINANCIAL GROUP LIMITED  F&. i [ 5% 4 il 4 [ 5 PR A
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NOTES TO THE INTERIM FINANCIAL INFORMATION

10 EARNINGS PER SHARE

(@)

(b)

Basic earnings per share

Basic earnings per share is calculated by dividing the
profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue
during the respective periods.

w10 B 2 S Rk A

10 EREF

(a)

BREXRF
EBRERRAIZAN RN BIRERE AR
R AIBRAR B EE TS B
BN BT HE -

Unaudited Unaudited
REER REEX
Three months Six months
ended 30 June ended 30 June
BEAA=THL=MEA BEAA=TRHLKEAR
2017 2016 2017 2016
—E-tF —E—RE —E-tF —E—RE
HK$’ 000 HK$'000 HK$’ 000 HK$'000
THERT FET TER FHT
Profit attributable to equity ~ ZAA FIRIERH A
holders of the Company JE 1 4 7 21,975 9,592 3,089 34,028

No. of shares

No. of shares

No. of shares  No. of shares

g ] BmE A BRHEE B EE
Weighted average number of %17 % 388 i 1)
ordinary shares in issue MHET & 2,033,240,000 2,033,240,000 2,033,240,000 2,033,218,022
Basic earnings per share FRERZF (BL)
(HK cents) 1.08 0.47 0.15 167
Diluted earnings per share (b) EREBEEF

The calculation of diluted earnings per share is based on
the profit for the period attributable to equity holders of
the Company. The weighted average number of ordinary
shares used in the calculation is the number of ordinary
shares in issue during the period, and the weighted
average number of ordinary shares assumed to have
been issued at no consideration on the deemed exercise
or conversion of all dilutive potential ordinary shares
under the share option scheme into ordinary shares.

EREER N TIRIEAANA D R IRE
REARGBHFE - BIEEZE
BRBOINEFHBURRNE EITE B
HH  MERBRIBEEBER SRR S
TSR A A ST ENEEY
BESE BB AR ERTH TR
BN F I B -
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10 EARNINGS PER SHARE (continued) 10 BREF (&)
(b) Diluted earnings per share (continued) (b) BRE#EERF (Z)
Unaudited Unaudited
REER ARER
Three months Six months
ended 30 June ended 30 June
BEXA=1tHL=MEA BEAA=ZTHLEAER
2017 2016 2017 2016
—E—+tfF ZE—RF —E—+tF ZE—RF
HK$’ 000 HK$'000 HK$’ 000 HK$'000
THER FAT THER FAT

Profit attributable to equity N2 FIIRIERE B A
holders of the Company FE(L % R 21,975 9,592 3,089 34,028

No. of shares No. of shares No. of shares No. of shares
BHBEE B’ EE BRDEE B 8B
Weighted average number = 317 & 38 i% &
of ordinary shares be INiEFIH 8
in issue 2,033,240,000 2,033,240,000 2,033,240,000 2,033,218,022

Weighted average number 5+ & & J% #5827 1)
of shares for the purpose  R% 7 ke F 5 81
for calculating diluted
earnings per share 2,033,240,000 2,033,240,000 2,033,240,000 2,033,218,022

Diluted earnings per share &% #5827

(HK cents) (Al 1.08 0.47 0.15 1.67
Note: Hiat -
Diluted earnings per share for the six-month period and H B [ 2R 7T (8 1Y 5 AR HE B IR 258 (%
three-month period ended 30 June 2016 and 30 June WHESEZE  UWRBZE—F—NFANH
2017 was same as the basic earnings per share as the =t AR=ZFE—+FENA=1HIEAEA
outstanding share options are anti-dilutive and had no BifE R = 18] A B[R] B 12 % 48 2 | B2 7 i
dilutive effect. H N & FE A -
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11 PROPERTY, PLANT AND EQUIPMENT

12

w10 B 2 S Rk A

11 YE- - BERRE

Unaudited Unaudited

RBEX REEZ

30 June 30 June

2017 2016

—E—tF —EB—RF

~B=+H NA=+H

HK$’ 000 HK$'000

FTHET FHET

Opening net carrying amount HA Y BR E 5B 10,400 9,397
Exchange adjustments PE W 239 54
Additions NE 2,898 3,162
Disposals HE (455) -
Depreciation e (2,358) (2,091)
Closing net carrying amount HARBR T FE 10,724 10,522

INTANGIBLE ASSETS 12 BILEE

Unaudited Unaudited

RECEZ REEEZ

30 June 30 June

2017 2016

—E—tF —ERF

NA=1+H ANA=18

HK$’ 000 HK$'000

THERT T

Opening net carrying amount HAF AR FE 27,447 7,679
Exchange adjustments PE WA 1,053 187
Additions (Note (a)) NE (B it(a)) 2 1,862
Amortisation 5 (3,806) (1,559)
Closing net carrying amount HRERMFE 24,696 8,169

Note:

Kt -

(a) For the period ended 30 June 2016, included in this
amount is HK$1,751,000, which represents the fee paid
pursuant to the membership agreement with Tianjin
Precious Metals Exchange Limited (“TPME”).

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually or whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. During the period ended 30 June
2017, the Group assessed that no impairment of the asset
recognised in respect of the TPME membership is required.

(a) BZE—F—NFENA=1+HIER  HE
I 61 451,751,000/ 7T » BIIR #5% 82 K '
BB EBHBERAG ([KEECBELS
)il 2z &8 niEars (12 &8H -

ERGEAFHNEEDTTEHE  mMe/F

NEAEHHRFBEARNEFERERE

Al RE AN B R FEETTRIE - REEZ

—tEFNA=ZTHILHER - NEB AT

HE EEARKEESCBR ST SR

REERE °
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13 OTHER RECEIVABLES, PREPAYMENTS AND 13 HMMEWKE - AARERIZE

DEPOSITS
Unaudited Audited
RIEER REZ
30June 31 December
2017 2016
—E—tF —ZE—REF
NA=+H tZA=+—H
HKS$’ 000 HK$'000
THET FHET
Rental and utility deposits ek ARREES 4,346 4,525
Prepayments TR RIE 11,789 3,962
Other receivables H fth & Y X I8 1,516 2,388
Total Bt 17,651 10,875
The carrying amounts of the Group’s other receivables and 7N (B o 4th fE WK IE R i @ Y BREE R H
deposits approximate to their fair values. NREEE -
14 DERIVATIVE FINANCIAL INSTRUMENTS 14 $T£E€®mIT A
Unaudited Audited
REEEZ KBz
30June 31 December
2017 2016
—E-+tF —T—RF
~A=tH +=ZA=+—H
HK$’ 000 HK$'000
THET T
Current assets TENE E
Derivative foreign exchange contracts  $T44NE S 49 92,873 77,377
Current liabilities mEAE
Derivative foreign exchange contracts  $T44MNE S 49 (16,919) (3,047)
Total BT 75,954 74,330
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NOTES TO THE INTERIM FINANCIAL INFORMATION

DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The Group has trades in foreign currencies through its foreign
currency margin trading business. In order to protect against
exchange rate movements, the Group has entered into a
number of foreign exchange and forward transactions with the
Group’s bankers to manage its net foreign currency exposure.

The notional principal amounts of the outstanding forward
foreign exchange contracts at 30 June 2017 and 31 December
2016 are HK$10,820,254,000 and HK$3,707,941,000
respectively.

CASH AND BANK BALANCES AND CLIENT TRUST
BANK BALANCES

14

15

w10 B 2 S Rk A

TTEEMTIA(E)
AREEBBEINERESRHRBET
INER D o RIRBAEB T X ERKEF
2 KREBEEEAERRITRIZZIAINE &
BHRGAEREEINE AT

R-E—+ENA=THEAR T — K%
+=ZA=+—8 ' MAFERAINEEGLD
M & EASRED B A10,820,254,0005 7T
1%.3,707,941,0005 7T °

RERBRITERKURETFETRITE
53

Unaudited Audited

REER REZ

30June 31 December

2017 2016

—E—tF S ANS

ABA=tH +=ZHA=+—H

HK$’ 000 HK$'000

THET FHET

Cash and bank balances RE RIRTTHER 404,860 317,554
Fixed deposits with banks IRITTEHFR 91,922 160,282
Client trust bank balances B PELIRITARR 559,388 412,567
1,056,170 890,403

The Group maintains trust and segregated accounts with
authorised financial institutions to hold clients’ deposits
arising from normal business transactions. The Group is not
allowed to use the clients’ monies to settle its own obligations
in the ordinary course of business, and therefore they are not
included as cash and cash equivalents in the condensed
consolidated interim statement of cash flows.

As at 30 June 2017 and 31 December 2016, fixed deposits
of approximately HK$90,430,000 and HK$158,920,000
respectively are pledged to banks for banking facilities. No
overdraft banking facility was utilised by the Group as at 30
June 2017 and 31 December 2016. No bank deposits are
collateral deposits placed with market makers as at 30 June
2017 (31 December 2016: nil).

AREENERESBEBIFBEFERENL
RFE - UMREREFPKRE —MEHBXZNEF
e AERENAPBAEFNESRFEREA
SR AEXBBETES - RILZER
R EE ARG EF RS RERTT
ERELASFEY -

R-_E—+FNA=Z+THERE - —F
+ = A =+—H - 490,430,000/ jT &
158,920,0007% 7T &) 7E HATF 38 Bl BLaR 1T
FEEERFRT - R —LtFNA=1
BR-_ZE—RFE+-_A=+—8 &x&EH
MESHATMERETELE R —+
FXRNA=TH BMERTERAEEFER
MEHRNERGFTR(ZE—RF+=8
=+—H8: &) -

INTERIM REPORT 2017 - Z&E—-b4F ff 5

49



NOTES TO THE INTERIM FINANCIAL INFORMATION

Y ) ] 22
w3 B 5 Rk B
16 OTHER PAYABLES AND ACCRUED LIABILITIES 16 HttEREREFEE
Unaudited Audited
RGCEX KEZ
30June 31 December
2017 2016
—E—tF —ET—RF
ABA=tH +=ZH=+—H
HK$’ 000 HK$'000
FERT T
Accrued rental benefit EEtHE € Flzm 245 456
Accrued audit fees JEFTEEETE A 1,826 2,210
Accruals et E A 1,675 4,279
Commission payable EEE 27,066 11,873
Employee entitlements EERER 3,420 9,638
Deferred income TN 14 193
Other payables H i &~ 5K IB 1,193 3,136
35,439 31,785
The carrying amounts of the Group’s other payables NEFEHEMENRIBENEREEEALE
approximate to their fair values. FE o
17 BORROWING 17 B8
Unaudited Audited
REEEZ KBz
30June 31 December
2017 2016
—E-+tF ZE—RF
~A=+H +tZA=+—8H
HK$’ 000 HK$'000
THET T
Current BN &y
Bank borrowing RITEE - 55,835
Other borrowing HifgE 5,758 -
5,758 55,835
The bank borrowing bears an interest rate at 4.35% per annum RZZE—FR"F+ZH=+—8 - #R17E
and is secured by bank deposits of HK$68,860,848 as at 31 BAZFFERA35%1 8 0 WARITIER
December 2016. 68,860,848/ LI fHE L o
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17 BORROWING (continued)

18

19

NOTES TO THE INTERIM FINANCIAL INFORMATION

17

The other borrowing bears an interest rate at 10% per annum.

As at 30 June 2017, the other borrowing is unsecured and

repayable within 1 year.

The carrying amounts of the Group’s borrowing approximate to

their fair value.

CLIENTS’ BALANCES

18

The balances represent margin deposits received from clients

and the realised profit or loss from their trading activities under

w10 B 2 S Rk A

& (&)

HitfEBEERFMNEI0%RT L - R _F
—tFRA=1TH  EtEEREER
WAR—FRERER -

AEEEEZREEREEARERE -
B &R

RERBRIER EEXHERETETERR
BWIE P HRE TR &R E ZH)mE A

normal course of business. The carrying amounts approximate BB - BREEEEEAE AL ERS
to their fair values.
SHARE CAPITAL AND CAPITAL RESERVE 19 BRAR K E A FE
(a) Share capital (a) B
Number of Issued share
shares in issue capital
BERITROEE BRITRA
HK$'000
FHET
As at 1 January 2016 RZFE—RF—H—H 2,033,040,000 20,330
Issuance of new ordinary shares 1T IR B TR T E B AR
upon exercise of (Htat(i))
share options (Note (i) 200,000 2
As at 30 June 2016 RZZE—XR"F~A=1+H 2,033,240,000 20,332
As at 1 January 2017 and RZZE—+tF—A—A8K
30 June 2017 —E—tFNNA=1H 2,033,240,000 20,332

Note:

(i)  For the six-month period ended 30 June 2016, a
total of 200,000 shares were issued to the share
option holders who exercised their subscription
rights at a price of HK$0.95. (Note 20)

Bt -

() BE=F—NFNA=+HIENME
AHRE] - FiERREFF B A 120.958 7T
BB 15 7T (E 3R FE FE Ty FE 7T A9 AR (7
& #£200,0008% ([12£20) °
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19 SHARE CAPITAL AND CAPITAL RESERVE 19 BAR B (&)

(continued)
(b) Capital Reserve

Capital reserve represents the difference between the
book value of the net assets of KVB Kunlun New Zealand
Limited, KVB Kunlun Pty Ltd and KVB Kunlun International
(HK) Limited over the par value of the shares issued by
LXL Capital Il Limited (“LXL 11"), LXL Capital Il Limited
(“LXL I11") and LXL Capital IV Limited (“LXL IV”) in
exchange for these subsidiaries under the reorganisation
of the Group in 2012.

20 SHARE OPTION SCHEME

On 19 August 2015, the Board of Directors of the Company
granted 40,000,000 share options to 95 individuals
(“Grantees”) for their subscription of new ordinary shares of
HK$0.01 each in the share capital of the Company.

These share options are exercisable at HK$0.95 per share,
with varying vesting period and validity from the date of grant.
35 out of 95 of the Grantees were granted share options
which are exercisable for a period of three years commencing
on the date of grant to 18 August 2018. 12 out of 95 of the
Grantees were granted share options which are exercisable
for a period of three years commencing on the date falling on
the first anniversary of the date of grant to 18 August 2019,
with a vesting period of one year from the date of grant.
The remaining 48 Grantees were granted options which are
exercisable for a period of two years commencing on the
date falling on the second anniversary of the date of grant to
18 August 2019, with a vesting period of two years from the
date of grant. Among the 40,000,000 share options granted,
12,200,000 share options were granted to the directors and
chief executives of the Company.

The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

KVB KUNLUN FINANCIAL GROUP LIMITED  F&. i [ 5% 4 il 4 [ 5 PR A

(b) EXf#HE

B AR EHEKVB Kunlun New Zealand
Limited * KVB Kunlun Pty Ltd % &
R (BB)BRAREEFEMNE
T {8 2L XL Capital Il Limited ([ LXL
[1]) ~ LXL Capital IIl Limited ([ LXL
1) BLXL Capital IV Limited ([ LXL
VD IREBEAEBENR -—_T——FMEMH
M A% E BT B A R PR TRIAR D AY
AEZENZEEE-

20 fERRAERTE

REZZE—RAFNATNE  XRAFRESE
1954 A= ([ R A ) #1140,000,00017
BEARME - R ERE AR R FARE
{H0.018 T B T & 3@AR -

% LB IR HE TR TR A% 15 0.9578 TT AU (B 1K
TLAITE - BRE AR EBERE
WMEAE B - 95F E R A ISR ER A
EETFTIURABELBAHBE_F—\FN
A+ N\B1E=F 7 BB RNTTE 2 BEIRRE -
BHER AT H12FERAER TR
BB —AFERARBRE_T—NF
NBTNBIE=FZ BB RITEE 2 HEKR
W REHABRRLBEHBI—F -1
A8H R N TR AR ) B BB T A
FEHRE_ZT—NFNA+N\HILERF
ZEIRIAITE 2 EkE - BEHABRKE
B HAREFT A EF o B #2 H AY40,000,0001% i
fefER - RAREEREETHRABER
12,200,0001% B& A% 42 o

AEE EEAFHIET R EAIR BRI
R IEARE
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20 SHARE OPTION SCHEME (continued) 20 BBRRESTE(E)
Movements in the number of share options outstanding are as MARITEERESESES T
follows:
Outstanding
asat 31 Granted Forfeited ~ Exercised  Outstanding
Date of December during during during Asat30 Exercise Exercise
Grantee grant 2016 theperiod  theperiod  theperiod  June 2017 price period
RZZ-A% RZZ-t§
tZB=t-H ABZTH
ERA RiEAH HATE  REREL REAERE  RMERGE  HROR ke g2 ]
HKS
BT
Liu Stefan 19 August 2015 8,300,000 - - - 8300,000 0.950 19 August 2015 to 18 August 2018
£l “Z-1f “E-REN\ATHRE
NATRE ZZ-NENATNA
Ng Chee Hung Frederick 19 August 2015 2,000,000 - - - 2,000,000 0.950 19 August 2016 to 18 August 2018
REE “I-1% “2-1EN\AThRE
Nt ZE-\§ART/R
Stephen Gregory McCoy 19 August 2015 1,000,000 - - - 1,000,000 0.950 19 August 2015 to 18 August 2018
“Z-1E ZZ-R¥\RTNRE
NATHE ZE-N\ENATAR
Zhao Guixin 19 August 2015 300,000 - - - 300,000 0.950 19 August 2015 to 18 August 2018
HEZ Z5-1% ZE-RE\ATHAE
NRThA “Z-N\ENATAR
Corenlis Jacabus Keyser 19 August 2015 300,000 - - - 300,000 0.950 19 August 2016 to 18 August 2018
Z5-1% -5/ \ATARE
NRTAA ZE-\§ART/R
Lin Wenhui 19 August 2015 300,000 - - - 300,000 0.950 19 August 2015 to 18 August 2018
g “Z-1E ZE-1ENATHRE
NATAA ZE-\ENATAR
Employees of group companies 19 August 2015 16,500,000 - (750,000) - 15,750,000 0950 19 August 2015 to 18 August 2018
SEATES “Z-1f “E-REN\ATHRE
NAThE ZE2-\$\ATNR
Employees of group companies 19 August 2015 1,250,000 - - - 1,250,000 0.950 19 August 2016 to 18 August 2019
SERAES —E-nf ZE-RENATARE
NRTAA ZE-NENATAR
Employees of group companies 19 August 2015 4,300,000 - (200,000) - 4,100,000 0950 19 August 2017 to 18 August 2019
SEAFES Z3-1% Z5-tE\RTNRE
NATHE “Z-NENATAR
Consultants 19 August 2015 400,000 - - - 400,000 0950 19 August 2016 to 18 August 2019
BR “Z-1f ZERENATARE
NATARE ZZ-NENATNA
Consultants 19 August 2015 550,000 - - - 550,000 0.950 19 August 2017 to 18 August 2019
B Z5-1% “2-tENATABR
NRBTAA ZE-NFNRT/R
35,200,000 - (950,000) - 34,250,000
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20

KVB

SHARE OPTION SCHEME (continued)

The Binomial Option Pricing Model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are based
on the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.
Details of the share options granted on 19 August 2015 was as
follows:

Weighted average share option price at the grant date:
PR B ER Y A0 T I ARE
Risk free interest rate:
LI ) 5
Expected volatility:
B BRI
Expected dividend yield:
FEHRE X
Expected exercise multiple:

TR

The measurement date of the share options was 19 August
2015, being the date of grant of the share options. The
expected dividend yield is determined with reference to
historical dividend payment history of comparable listed
companies up to the measurement date. The expected
volatility of share price is determined with reference to
annualised historical weekly volatility of comparable listed
companies’ share prices as of the valuation date, as extracted
from Bloomberg.

A total of HK$343,000 share option expenses were recognised
in the consolidated statement of comprehensive income
during the current period.

On 29 December 2016, the Board of Directors of the
Company granted 40,000,000 share options to 95 individuals
(“Grantees”) for their subscription of new ordinary shares of
HK$0.01 each in the share capital of the Company.

These share options are exercisable at HK$0.592 per share,
with varying vesting periods and validity from the date of
grant. 37 out of 95 of the Grantees were granted share options
which are exercisable for a period of three years commencing
on the date of grant to 28 December 2019. 9 out of 95 of the
Grantees were granted share options which are exercisable
for a period of three years commencing on the date falling
on the first anniversary of the date of grant to 28 December
2020, with a vesting period of one year from the date of grant.
The remaining 49 Grantees were granted options which are
exercisable for a period of two years commencing on the date
falling on the second anniversary of the date of grant to 28
December 2020, with a vesting period of two years from the
date of grant. Among the 40,000,000 share options granted,
11,750,000 share options were granted to the directors and
chief executives of the Company.

The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

KUNLUN FINANCIAL GROUP LIMITED B2 iy [0 5% 4 Fill 4 [ BR 23 )

20 MBRESTE (E)

— B A AR LA (T BRRR
B2 718 - 5 MRARHE A 7 (E PR A2 B
ATESIESS £ IOl RNy [T
ERE R BB M E B F T L - 5
SE BENAThRRLMBRADS
EmT

HK$0.3133

0.3133%8 7T

0.821%

0.821%

59.08%

59.08%

1.63%

1.63%

Directors: 2.8x exercise price
Bx: {T(EE28E
Others: 2.2x exercise price

Hith : 1T{EE2.2F

BERENAERRA-T—AFA\A+AN
= EHT*EE'.%HX%E’JEIHH TEEARLE R TG
SEAALLE L AREZN R H BB
ER B RECERMEE o foﬁﬂﬁi‘ﬁi,ﬁﬂﬁﬂﬁ
2ERHBACENAELR LT AFERE
FEEHNFEE(CBTEERKEMEE °

& 2 TH U 2% B 2R Y R AR
OOO/%E °©

5% %5 BE IS 4 A 42 = AR B 190,592 JT MY (B
BT AT - BRI BHIR Y58 3 &
BEAA R - O5FZ JER A HIS7T B IER A
EEFIREBELBHEBFZE_FT—NF
T AT+ NBRIE=FZHERNITEZ
FEARHE - OS5 R ER A MR R AR
FTAREHBH—BAFEHRAE =
—EFEF+ A+ N\BRIE=FZHME
WITE 2 BB - SREH ABRE L B ERE
FT—F c R TN40R ERAER T RIRH
HEMAFTE BRI E S _TF+=
A= +A5ﬁ¢ﬁ¢z%ﬁmﬁﬁ2$
R #gE - F%%E&ﬁa%tﬁmi E
%mMMowomﬂﬁh%$ PN/
fﬁlﬁaz%EfTEk/\Ea?%ix11 75c>ooof‘ﬁ%H§
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20 SHARE OPTION SCHEME (continued) 20 BRRAESTEI(E)
Movements in the number of share options outstanding are as HARITEREIERES E &8~ .
follows:
Outstanding
as at Granted Forfeited ~ Exercised  Outstanding
Date of 31 December during during during asat30 Exercise Exercise
Grantee grant 2016 the year the year theyear  June 2017 price period
RZB-RE RZF-tE
+=8 AB
=t-A RER RER RER =1H
ERA RiLEH HATE Rt RN e HROE iR L
HKS
BT
Liu Stefan 29 December 2016 8,000,000 - - - 8,000,000 0592 29 December 2016 to 28 December 2019
Bl 58 “E-RETZAZthRE
TZAZthA ZE-AFTZAZT\A
Ng Chee Hung Frederick 29 December 2016 1,850,000 - - - 1,850,000 0592 29 December 2016 to 28 December 2019
RIS “EE “EET-AZtARE
L ZE-WETZRZTNE
Stephen Gregory McCoy 29 December 2016 1,000,000 = = = 1,000,000 0.592 29 December 2016 to 28 December 2019
ZE ZE-EtZRAZTNRE
TZA=thA “E-AETZRZTAR
Zhao Guixin 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
HEE ZZ0E ZR-AFTZRZThBR
TZA=thA ZE-NFTZAZT/\A
Corenlis Jacobus Keyser 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
Y3 “E-AEt-A-thBZ
tZR=t1H ZE-NETZRZTAR
Lin Wenhui 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
e Z5E ZERETZAZTARE
TZA=thA “Z-AETZAZTAR
Employees of group companies 29 December 2016 17,900,000 - (100,000) - 17,800,000 0592 29 December 2016 to 28 December 2019
SERAES ZE-nE “E-Et-f-thBE
TZA=thA ZE-hWETZRZT/\R
Employees of group companies 29 December 2016 1,150,000 - - - 1,150,000 0.592 29 December 2017 to 28 December 2020
NG 258 “E-+E+-A-thAZ
tZR=ThH ZECRETCACTAR
Employees of group companies 29 December 2016 8,500,000 - (750,000) - 7,750,000 0592 29 December 2018 to 28 December 2020
SEATES ZZE ZE-N\ETZAZTARE
TZA=thA ZRIRETZAZTNA
Consultants 29 December 2016 500,000 - - - 500,000 0592 29 December 2017 to 28 December 2020
Bf 58 “EtEtZAZtNRE
TZAZthA ZEZEFTAZT/\A
Consultants 29 December 2016 200,000 - - - 200,000 0592 29 December 2018 to 28 December 2020
B IZE ZE-\E+ZAZtNBE
+ZR=tAH ZECRETCACTAR
40,000,000 - (850,000) - 39,150,000
INTERIM REPORT 2017 & —-LAE i i
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20 SHARE OPTION SCHEME (continued)

The Binomial Option Pricing Model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are based
on the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.
Details of the share options granted on 29 December 2016 was
as follows:

Weighted average share option price at the grant date:
A B ER i T B AR B A%

Risk free interest rate:

B

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHARR B

Expected exercise multiple:

EHITE R

The measurement date of the share options was 29 December
2016, being the date of grant of the share options. The
expected dividend yield is determined with reference to
historical dividend payment history of comparable listed
companies up to the measurement date. The expected
volatility of share price is determined with reference to
annualised historical weekly volatility of comparable listed
companies’ share prices as of the valuation date, as extracted
from Bloomberg.

A total of HK$622,000 share option expenses were recognised
in the consolidated statement of comprehensive income
during the current period.

21 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operating decisions. Parties are also considered to be
related if they are subject to common control.

KVB KUNLUN FINANCIAL GROUP LIMITED B iy [ [4% 45 il 45 [ A PR 2 7]

20 MBRESTE (E)

21

— IR HIRE T R VR A LA (A R B IO
B DA E o SHEREARHE D £ (AR AR S B
REBRIENE BN REHET - BRER
EERLTBRENEHRTRMEL - B
—E - AFT AT ABEREMERE
BT :

HK$0.2385

0.2385/ 7T

1.443%

1.443%

70.97%

70.97%

0%

0%

Directors: 2.8x exercise price
BEF: {TEE28E
Others: 2.2x exercise price

Hith : 1T{EE2.2F

BRENGERHR/ T —XRFT+_A
—t+thB - BRhEREN B - REK
BRNZERAELR ETAREEEH
HIE B ER BN RS METE - RENTE
HKE2ERaZEmA AR TR
AN EEE G BN FREICBETE
B T & FE

REAE R 4R A 2 T U 25 3R FE s A BB A #E B
& H 5622 000/ IT ©
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NOTES TO THE INTERIM FINANCIAL INFORMATION

21 RELATED PARTY TRANSACTIONS (continued) 21

For the outstanding balance due from or to related parties, net
amount is presented when the Group has a legally enforceable
right to set off the recognised amounts, and intends to settle on
a net basis.

In addition to the transactions set out in the interim financial
information, the Group had the following material transactions
and balances with related parties during the period.

w10 B 2 S Rk A

BBAERS (&)

MWK D R EE GRS
EAREEAESRRFIEEEERTE -
WHIZFREEGER 2SR FE -

RERTHMBER 2R FI - KEBR
BN T B N EAR S A& -

Unaudited
KRB
Six months ended 30 June
BEXA=tHLAEAR

2017 2016
—E—+tF —TE—RF
Notes HK$’ 000 HK$'000
Kt et FEx FH&T
Transactions x5
Management fee expense for the provision [@ A T2 & MR E A
of information technology support, BMEXE BB RGER
financial system and websites Wb EERY  miHHE
maintenance services, marketing E BPRBRYERN
promotion, customer services and EEEMY
reconciliation to: (i)
— the then immediate holding company —EREEZERAT 331 431
Amount paid for the provision of software — [[A1LA N A & 32 512 (#1044
development and maintenance services, % & @ E RS - B
IT infrastructure project management R ERZBEREE R
and maintenance services and ERH REMEE R R
IT risk assessment services to: TG RIS HY R (i)
— an other related party — H th B8 Hgg 13,476 4,658
Amount paid for the provision of A LA T A B R L ONE
foreign exchange conversion R REERISHIFRIA :
and settlement services to: (iii)
— other related parties — E b BAES 5 - 289
Amount paid for the trading right BMUTRARZHREES
to the spot trading and BRERZREETFA
settlement platform provided by: R SHHERFIE (iv)
- TPME —REECBRHM - 1,675
Referral fee paid for introducing and BT AR MNANE
referring prospective clients NBEXEF TAEEMN
to the Group: [EEE -2 (v)
— an other related party —H MR 1,740 6
Purchases of fixed assets: BEETEEE: (vi)
— an other related party —H MR - 970

INTERIM REPORT 2017

LR e

S7



NOTES TO THE INTERIM FINANCIAL INFORMATION

58

o 3 B 25 R M

21 RELATED PARTY TRANSACTIONS (continued)

21 BEBAXRB (&)

Unaudited
RGEX
Six months ended 30 June
BEAA=1THLEAREA

2017 2016
—E—+tF —E—RF
Notes HK$’ 000 HK$'000
k23 FERT FHEIT
Transactions B
Amount paid for the provision of MLA T A Al 52 iR
software maintenance, upgrade i uEE - FHRR
and support services from: SRR HIFRIA - (vii)
— an other related party —H b B Hs 5 353 1,260
Amount received for the sharing M) DA TR 2 &) U BR A
of the offices to: RNERFRIA (viif)
— other related parties — H b 5 5 1,611 1,536
Cash dealing (losses)/income MAT R RIRERE X5 RS
for the provision of cash WHHIRE RS
dealing services: (&) A - (ix)
— other related parties —H RS (16) 2,919
Annual membership management MATRARSZMEE
fee paid to: EEERE: (x)
- TPME —REECBRHM - 571
Unaudited Audited
REBER EAZ
30June 31 December
2017 2016
—E—tF —ET—RF
AA=+H +tZH=+—H
Notes HK$’ 000 HK$'000
HtaF FET T
Outstanding balances REBEH
Due from related parties: JiE Y B B 75 FROR
- TPME —REECBRHM (xi) 18,002 46,606
— other related parties —H A RAE A (xii) 8 -
Due to related parties: JRE 1T B B 5 RAOE (xii)
— other related parties —H AR A 3 -

KVB KUNLUN FINANCIAL GROUP LIMITED [ /5|
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NOTES TO THE INTERIM FINANCIAL INFORMATION

21 RELATED PARTY TRANSACTIONS (continued)

Notes:

()

(i)

(iii)

(iv)

(v)

(vi)

(vii)

Management fee expenses are charged for the provision of
financial system which include the provision of enterprise
resources planning system support with reference to the
costs incurred.

Amounts are paid for provision of software development and
maintenance services, IT infrastructure project management
and maintenance services and IT risk assessment services.

Amounts are paid for provision of foreign exchange
conversion and settlement services.

Amounts are paid for the trading right to the spot trading and
settlement platform for precious metals trading based on the
agreement signed between parties.

Referral fee paid for introducing and referring prospective
clients to the Group in accordance with the fee agreement.

Amounts are paid for the purchases of fixed assets based
on the agreement signed between parties.

Amounts are paid for the provision of software maintenance,
upgrade and support services based on the terms on
agreement signed between parties.

(viii) Amounts are received for the sharing of the offices based on

(ix)

(x)

(xi)

(xii)

the agreement signed between parties.
Cash dealing income is recognised when cash dealing
transactions have been completed by market makers with

reference to prevailing exchange rate.

Annual membership management fee is charged based on
the agreement signed between parties.

Deposits placed are unsecured and non-interest bearing.

Amounts due from/to related parties were unsecured, non-
interest bearing and repayable on demand.

w10 B 2 S Rk A

21 BEBAXRB (&)

HtEE

() EEEHAXTMIERMBERE  EFHEE
EREREER G EREELAEL T
iz -

(ii)  FICHEIFFIE R IR« B E
BIE B B M i R T K B AR R AT
12 HR 7 17 3 15 B9 50 ©

(il) BEIZBEINGE 2 18 o Aok B RS 77 5% 1 893
5.

(iv) BRI ELEEERGREEFERIE
%NS BB TIMRIRET I 25 75 T 35512 1
FFMEE °

(v) RIFWKE Gas BEITAE KRBT &P T2 [
M Ta8BI & -
(Vi) BLEE B [BLE B2 T 5 1V B9 B TS IRIRET AT

BT ATER]Z % T EE -

(vii) FAIRLEE (AR - TR R SRR T 1T
HIKIE TI IR IR ET #9577 T 25512 157 ik T

=

F o

(viii) RIRETH)E T & 5T.2 78 F A = B fE
WK I

(ix) BH2RXZURARTEHFTHE SR Z0
DELTTIEFER »

(x) FEEEEEETRRITAETFEZH
LR °

(Xi) PTFHZ FAARBERIIREE

(xii) FEYL T EGH; 7 5k B B AR - B8 RA
HEIEE -

INTERIM REPORT 2017 - Z&E—-b4F ff 5

59



NOTES TO THE INTERIM FINANCIAL INFORMATION

60

o 3 B 25 R M

22 COMMITMENTS AND CONTINGENCIES

Operating lease commitments

The Group leases offices under non-cancellable operating

lease commitments existing at the end of each of the

respective periods. Leases were negot
term of 3 to 6 years.

The Group is required to give six months’
of these leases.

iated for an average

notice for termination

22 EERHAREE

BEHEERE

AN B IRE NS HARR T A B 7] B A&
LHEAEHRERAE - HERFIH3E
BEERER ©

ANEEABZ R NE AR BN AIAR L2 EH
A=

30June 31 December

2017 2016

—E—tH§ —E—RF

RNRA=+H tZH=1+—H

HK$’ 000 HK$'000

FET FHET

Within one year —F R 12,871 15,342
One to five years —EhHF 8,806 12,889
21,677 28,231

23 APPROVAL OF INTERIM FINANCIAL INFORMATION

The interim financial information was approved and authorised

for issue by the Board on 4 August 2017.
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KVB Kunlun Financial Group Limited
(REASRBEMAINERDF)
(Incorporated in the Cayman Islands with limited liability )

BBENEN L AETE1RRRE S ES 7547501 R 7508 %
Suites 7501 & 7508, 75/F, International Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong
T (852) 3120 8388 F (852) 3120 8300
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