/ ) KVB Kunlun

F2 iy 1] % < i 4 B 5 BT
KVB Kunlun Financial Group Limited

(RHEESRSEMALNERDR)
(Incorporated in the Cayman Islands with limited liability )

B 7 X 5% Stock Code:6877

-..;\......

’ ¥
A, if"' S _- "
"'I'..o.. 4
. vpihes
00000008000 s
0000060 ‘:::
00000000
0000000000000 -
.”. LVhhee
) s A
000 omm: $ooeee,

-_— .0 ...
1] )
-

2019F R HATRE
2019 Interim Report




KVB KUNLUN FINANCIAL GROUP LIMITED
Bom B & Mo B AR LA

INTERIM REPORT 2019 % — L& H@®E

CONTENTS H &

Corporate Information

2 pEEN

5 Management Discussion and Analysis
EIRE 2wt m AT

13 Corporate Governance and Other Information
BRERALREMER

20 Report on Review of Interim Financial Information
hEIB B K M S

Condensed Consolidated Interim Statement of Comprehensive Income

e MR A PR E RS

24 Condensed CQnsolidated Interim Balance Sheet
HRGETHEEBER

26 Condensed Consolidated Interim Statement of Changes in Equity
MRGA TR TR

28 Condensed Consolidated Interim Statement of Cash Flows
HRGLEFHRESRER

Notes to the Interim Financial Information

& oh H1RT 15 A LI 3



CORPORATE INFORMATION
2wl BB

DIRECTORS
Executive Directors

Mr. YUAN Feng (Deputy Chief Executive Director)
(Appointed on 27 June 2019)
Mr. WONG Yiu Kit Ernest (Resigning on 16 August 2019)
Mr. LIU Stefan (Chief Executive Officer)
(Resigned on 29 July 2019)
Mr. HUANG Songyuan (Resigned on 29 July 2019)

Non-executive Directors

Mr. LI Jiong (Chairman)
Mr. Stephen Gregory McCOY
Mr. XU Jiangiang

Independent Non-executive Directors

Mr. WU Jianfeng (Appointed on 27 June 2019)
Mr. Christopher Wesley SATTERFIELD
(Appointed on 27 June 2019)
Ms. HU Zhaoxia (Appointed on 27 June 2019)
Mr. JIN Shaoliang (Appointed on 27 June 2019)
Ms. ZHAO Guixin (Retired on 27 June 2019)
Mr. Cornelis Jacobus KEYSER
(Retired on 27 June 2019)
Mr. LIN Wenhui (Retired on 27 June 2019)

AUDIT COMMITTEE

Ms. HU Zhaoxia (Chairman)
(Appointed on 27 June 2019)
Mr. WU Jianfeng (Appointed on 27 June 2019)
Mr. Christopher Wesley SATTERFIELD
(Appointed on 27 June 2019)
Mr. LIN Wenhui (Chairman) (Retired on 27 June 2019)
Ms. ZHAO Guixin (Retired on 27 June 2019)
Mr. Cornelis Jacobus KEYSER
(Retired on 27 June 2019)

REMUNERATION COMMITTEE

Mr. JIN Shaoliang (Chairman)
(Appointed on 27 June 2019)
Mr. YUAN Feng (Appointed on 27 June 2019)
Mr. WU Jianfeng (Appointed on 27 June 2019)
Ms. ZHAO Guixin (Chairman) (Retired on 27 June 2019)
Mr. Cornelis Jacobus KEYSER
(Retired on 27 June 2019)
Mr. LIN Wenhui (Retired on 27 June 2019)

KVB KUNLUN FINANCIAL GROUP LIMITED [ iy 8 % 4 1l 42 [ A RN 7]

5%

BITES

RIUg St (FITTAREL)
(R-ZB—NFNH -+ +HEBEZE)

ERG L E (R ZF—AFENA N HEHE)

BIFRFE ST (T ABEL)

(R-FB—NFLHA -1+ NHEFE)
BEREE (R -F—NFLA -+ HEE)

FHITES
FR%E (EE)

Stephen Gregory McCOY ¢ 4=
FF SR ST

BYFHITES

RElghE ( RZF—NFNNAZFEHEZF)
Christopher Wesley SATTERFIELDE 4

(R-—F—NFNH -+ HEZT)
BB R (R=ZF— AN FNA -+ HEZF)
SBRIEE(R=ZF—NFNA -+ +HEZFE)
WMHERBLZT (R=ZF—NFANAZF+HHRE)
Cornelis Jacobus KEYSER%L 4=

(Fff J’L#‘:/\H 7‘—7‘:/5’ /f)

EREEE

tABAE X = (£ /%)
(RZF—NFNAZ+EHEZF)

Rl (R=F—NFNA -+ +HHEZE)
Christopher Wesley SATTERFIELDE 4=
(RZF—NFANAZFEHEZF)

M Bk (FE) (RZFE—NFANA =1+ HRE)
MEEZT (RZF—NFNAZF+HREE)
Cornelis Jacobus KEYSERYE 4
(RZF—NFNAZ++HRE)

yFMEsS

BRI E (F/E)
(R=ZF—NFNHA - ++HEZT)
i‘iﬂéf‘ﬁi(ij‘/\:§ ﬁi"ﬁﬁ_#‘tﬂﬁtf’:/f)
RelgfhdE ( RZF—NFANAZF+EHEZF)
MERZE (FE)(R=ZF—NFNAZF+HEE)
Cornelis Jacobus KEYSER%L 4
(R=ZF—NFNHAZ+EHREE)

MBS (R=ZF— L FANA =+ HRF)



CORPORATE INFORMATION
2 vl BB

NOMINATION COMMITTEE

Mr. LI Jiong (Chairman)
Mr. Christopher Wesley SATTERFIELD
(Appointed on 27 June 2019)
Mr. JIN Shaoliang
(Appointed on 27 June 2019)
Ms. ZHAO Guixin (Chairman)
(Retired on 27 June 2019)
Mr. Cornelis Jacobus KEYSER
(Retired on 27 June 2019)
Mr. LIN Wenhui (Retired on 27 June 2019)

CORPORATE GOVERNANCE COMMITTEE

Mr. XU Jiangiang (Chairman)
Mr. Christopher Wesley SATTERFIELD
(Appointed on 27 June 2019)
Ms. HU Zhaoxia
(Appointed on 27 June 2019)
Mr. JIN Shaoliang
(Appointed on 27 June 2019)
Mr. Cornelis Jacobus KEYSER (Chairman)
(Retired on 27 June 2019)
Mr. LIU Stefan (Resigned on 29 July 2019)
Ms. ZHAO Guixin (Retired on 27 June 2019)
Mr. LIN Wenhui (Retired on 27 June 2019)

COMPANY SECRETARY

Ms. Yu Hiu Kwan Hilda (Appointing on 16 August 2019)
Mr. WONG Yiu Kit Ernest (Resigning on 16 August 2019)

AUTHORISED REPRESENTATIVES

Mr. XU Jiangiang (Appointed on 29 July 2019)

Mr. YUAN Feng (Appointing on 16 August 2019)

Mr. WONG Yiu Kit Ernest (Resigning on 16 August 2019)
Mr. LIU Stefan (Resigned on 29 July 2019)

REGISTERED OFFICE

Cricket Square
Hutchins Drive
PO Box 2681
Grand Cayman
KY1-1111
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Suites 7501 & 7508, 75/F
International Commerce Centre
1 Austin Road West, Kowloon
Hong Kong

REZES

FRLE (F/F)

Christopher Wesley SATTERFIELD%E 4
(RZF—NFNHAZ++EHEZF)

SHEBRKE
(RZFE-NFANAZFTEHEZT)

HERLZ T (EE)
(RZFE-NFANAZA+EHRT)

Cornelis Jacobus KEYSERYE 4
(RZF—NFNHZ++EHRE)

MBI (R ZFE—NFNH 1+ HRE)

TEEERETEY

FriEsR S (£ E)

Christopher Wesley SATTERFIELDE 4=
(R=—F—NFNH -+ HEZT)

HHEAEE I
(R=—F—NFNH -+ HEZT)
(R=—F—NFNH -+ HEZT)

Cornelis Jacobus KEYSER%E 4 (3 /%)
(RZF—NFNAZ+-EHRT)

BIRFE S E (R=ZFE—NFEH =+ HEHTF)

MEEZ2LZT (R=ZF—NFANAZ++EHRF)

MBS (R ZFE—NFANAZFEHLRE)

DR
REBLL (R =F— N\ AEE)
BIRYSE L (R F—ALE)\F+ 75 AFHE)

RERX

FRERSEE (R =F-NFEA - ABZE)
RERE (R —F—NFNAFNAEZE)
BIRESEE (R —F—NFNAFNHEFE)
BIMGEEE (R=F—NFLA =+ /LHEE)

TSR
Cricket Square
Hutchins Drive
PO Box 2681
Grand Cayman
KY1-1111
Cayman Islands

HMBRERTEEXMR

BB

B TR E P15
RIRE 5 RS
75187501 % 7508

INTERIM REPORT 2019 - Z— JUAF i {3 15



CORPORATE INFORMATION
2wl BB

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman

KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Union Registrars Limited

Suites 3301-04, 33/F

Two Chinachem Exchange Square
338 King’'s Road, North Point
Hong Kong

PRINCIPAL BANKERS

Bank of New Zealand
262 Queen Street, Auckland,
New Zealand

Bank of Communications Co., Ltd., Hong Kong Branch
20 Pedder Street, Central
Hong Kong

Citibank, N.A.

44th Floor, Citibank Tower
Citibank Plaza

3 Garden Road, Central
Hong Kong

AUDITORS

PricewaterhouseCoopers
Certified Public Accountants
22nd Floor, Prince’s Building
Central

Hong Kong

STOCK CODE
6877

COMPANY’S WEBSITE

www.kvblistco.com

KVB KUNLUN FINANCIAL GROUP LIMITED [ iy 8 % 4 1l 42 [ A RN 7]

HERETERVBFRERE

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman

KY1-1111

Cayman Islands

BEERMDBFEFRERTTRE

BAEAEBRLARAR
BB

it A 5 2 3833855
ERR 5 EIH2H
33183301-04%=

FEERIEIT
Bank of New Zealand

262 Queen Street, Auckland,
New Zealand

RIBIRITRDBERRAREFEDTT
BB
FR IR 4T A12058

TEHESRTT

&5

AR TE B 38 35R
TEFEIRTTE S

TEFEIRTT N E441E

BB ED

BERKIEGTRIESAT
HEDHAD

B

IR

KT KIE221E

B A 5%
6877

Ak

www.kvblistco.com



MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

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 2019, together with the unaudited
comparative figures for the corresponding periods in 2018.

BUSINESS REVIEW AND FINANCIAL PERFORMANCE
Business Review

During the first six months of 2019, we have experienced a market
condition with relatively lower overall market volatility and many
swings, driven by changing global economic conditions and
unexpected geopolitics events. In addition, business operation
has been affected by unpredicted moves taken by key regulatory
authorities. Overall, both trading volume and revenue had
decreased compared with 2018 figures in the same period.

The main market trend during the first half of 2019 was driven
by dovish tone and rate cuts applied by central banks in major
countries and economic bodies, in response to the eroding
economic figures and gloomy outlooks. The Federal Open Market
Committee had reviewed their policy and stopped more rate
hikes, which led to strong market expectation of rate cuts in the
near future. Other significant global events, such as the Brexit
deal negotiation during February and March 2019, and suddenly
escalated trade conflicts between US and China in May 2019, had
all disrupted global economic recovery and imposed significant
fluctuations on the market.

Another unforeseeable change faced by the whole retail margin
trading industry was tightening of trading rules imposed by major
regulatory authorities such as Securities and Futures Commission,
Australia Securities and Investments Commission and Financial
Markets Authority New Zealand. Such change would normally have
dramatic impacts on business operations in the short term, and re-
shape the entire industry in the long run. We expect this change to
be a major challenge for all market participants in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS
B Z kg

For business performance comparison, the top most traded
products by our clients in the period under reviewed were EUR/
USD, GBP/USD, AUD/USD, gold and crude oil. In the currency
market, the price movement of EUR/USD in first six month of 2019
was in a narrower range compared with that of 2018. The highest
and the lowest price levels of EUR/USD were observed to be 1.1570
and 1.1107 respectively, at an approximately 463 pips trading
range; this is compared with a price movement of 1,046 pips in the
same period of 2018, with highest level at 1.2554 and the lowest at
1.1508. GBP/USD was mainly traded within in a price range of 940
pips, which was also smaller than that of 2018. The highest level of
GBP/USD was traded at 1.3381, while the lowest level was seen at
1.2441. The price range of GBP/USD in first half of 2018 was 1,327
pips, with highest price at 1.4375 and lowest price at 1.3048. The
AUD/USD price moved in a narrower range as well. The highest and
lowest prices were observed to be 0.7295 and 0.6741 respectively,
at a nearly 554 pips range. This can be compared with the 812 pips
range observed from January to June in 2018, between highest
level of 0.8136 and lowest level of 0.7324.

For CFD and commodities, both gold and crude oil were traded
within wider price ranges than that of the same period in 2018. The
highest price of gold was traded at $1,439.21 USD/ounce and the
lowest at $1,266.35 USD/ounce under the period of review, which
was in a range of $172.86 USD/ounce. The 2018 first half year price
range, in comparison, was $154.50 USD/ounce; with highest price
at $1,365.90 USD/ounce, and lowest at $1,211.40 USD/ounce. The
crude oil price in first six months of 2018 was traded in a range of
$16.39 USD/barrel, with highest price at $74.46 USD/barrel and
lowest at $58.07 USD/barrel. The price movement of crude oil in first
half year of 2019 was increased to $22.25 USD/barrel, with highest
price traded at $66.60 USD/barrel and lowest traded at $44.35
USD/barrel.

For a highly competitive market that involves many international
multi-product trading firms, online trading firms, and financial
institutions, 2019 is definitely a very challenging year for any FX
margin trading business. Despite such a challenging environment,
we believe the Group, as a multi-nation based industry leader,
has the ability and resources to steer through this difficult time,
and constantly looking for ways to improve our customer service
level, meet the needs of our clients, and providing more trading
opportunities in the global financial markets.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

Six months ended 30 June 2019 compared with six months
ended 30 June 2018.

Total income

The total income of the Group decreased by approximately 95.9%
to approximately HK$12.5 million for the six months ended 30 June

2019 from approximately HK$306.2 million for the six months ended
30 June 2018.

A

Leveraged foreign exchange and other trading income

The leveraged foreign exchange and other trading income
of the Group decreased by approximately 96.6% to
approximately HK$8.0 million for the six months ended 30
June 2019 from approximately HK$233.5 million for the six
months ended 30 June 2018. The decrease was mainly
attributed by the lower trading volume during the six months
ended 30 June 2019 as compared to the six months ended 30
June 2018.

Cash dealing income

The Group recorded cash dealing income of approximately
HK$0.05 million for the six months ended 30 June 2019 as
compared to that of about HK$3.3 million for the six months
ended 30 June 2018. It is mainly caused by the decreased
trading volumes.

Fee and commission income

The fee and commission income of the Group decreased by
approximately 92.7% from approximately HK$45.2 million for
the six months ended 30 June 2018 to approximately HK$3.3
million for the six months ended 30 June 2019. The decrease
was mainly due to lower trading volume.

Other income

The Group recorded other income of approximately HK$1.1
million for the six months ended 30 June 2019 as compared
to other income of approximately HK$24.3 million for the six
months ended 30 June 2018.

As at 30 June 2019, there was a loss on redemption of
approximately HK$1.0 million on the convertible bonds issued on
12 February 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
B Z kg

During the six months ended 30 June 2019, the Group recorded
an exchange loss of approximately HK$0.9 million as compared to
an exchange gain of approximately HK$7.7 million during the six
months ended 30 June 2018. 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 decreased
by approximately 89.2% to approximately HK$15.0 million for the
six months ended 30 June 2019 from approximately HK$139.5
million for the six months ended 30 June 2018. The decrease was
mainly due to the decrease in trading volume of the clients of the
Group referred by service providers and decreased transaction
fees paid to remittance channels.

Staff Costs

The staff cost of the Group decreased by approximately 75.0% to
approximately HK$18.9 million for the six months ended 30 June
2019 from approximately HK$75.6 million for the six months ended
30 June 2018. There was no special bonus paid and share options
granted during the six months ended 30 June 2019.

Depreciation & amortization

Depreciation and amortization increased to approximately HK$13.7
million for the six months ended 30 June 2019 from approximately
HK$6.9 million for the six months ended 30 June 2018. This
increase was mainly due to new assets capitalization in late 2018
and adoption of HKFRS16.

Lease payments under land and buildings

Lease payments under land and buildings have decreased by
approximately 66.9% to approximately HK$2.3 million for the six
months ended 30 June 2019 from around HK$7.0 million for the six
months ended 30 June 2018. The decrease was mainly because of
the adoption of HKFRS16, details of which are set out in Note 2.1 of
the “Note to the Interim Financial Information” of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

Administrative and other operating expenses

The administrative and other operating expenses of the Group
decreased by approximately 40.6% to approximately HK$26.5
million for the six months ended 30 June 2019 from approximately
HK$44.6 million for the six months ended 30 June 2018. This
was mainly due to decrease of approximately HK$7.8 million
in advertising and marketing and HK$7.7 million of customer
promotion.

Net loss

For the reasons set forth above, the Group had a net loss of
approximately HK$77.1 million for the six months ended 30 June
2019 compared with a net profit of approximately HK$10.4 million
for the first six months in 2018.

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

e areduction in leveraged foreign exchange and other trading
income earned from external customers due to reduced
volatility which led to decrease in trading volume of the
Group’s customers in the reporting period;

e regulatory authorities in different countries, including
Australia and Hong Kong, tightened the regulations on
leveraged foreign exchange trading which led to investors’ re-
consideration on their investment portfolio; and

e the global economy has entered into a synchronized slowdown
during the reporting period which affect investors’ attitude
towards investment in leveraged foreign exchange and
commodity products.

Significant investments, their performance and future
prospects

During the six months ended 30 June 2019, the Group did not
have any significant investments held, material acquisitions and
disposals.

Liquidity and financial resources

During the period under review, the operation of the Group
was financed principally by equity capital, cash generated by
the Group’s business operations, cash and bank deposits and
proceeds from convertible bonds issued by the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
B Z kg

As at 30 June 2019, cash and bank balance held by the Group
amounted to approximately HK$416.5 million. (As at 31 December
2018: HK$725.4 million)

Gearing ratio

The gearing ratio calculated on the basis of net debts (financial
lease obligation, convertible bonds and amounts due to other
related parties) over the total shareholders’ fund as at 30 June 2019
was approximately 5.72%. (31 December 2018: 33.5%).

Foreign currency exposure

During the period under review, the Group recorded an exchange
loss of approximately HK$0.9 million (2018: gain of approximately
HK$7.7 million). This was mainly due to the half year end translation
of monetary assets denominated in foreign currency into local
reporting currency by the subsidiary of the Group in New Zealand.
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.

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, reserves and convertible bonds
issued by the Company.

Issue of Convertible Bonds

On 12 February 2018 (the “Issue Date”), the Company issued
7.5% convertible bonds (the “Bonds”) with an aggregate principal
amount of HK$200 million to BC Global Fund SPC — BC Fintech
Fund SP and PA Investment Funds SPC for the account of PA High
Technology Fund SP (collectively the “Bondholders”).

The Bonds will expire at the second anniversary of the Issue Date. The
Company may extend the maturity date for a further term of one year
from the maturity date by giving notice in writing to all of the Bondholders
on or before the maturity date and with the prior written consent from
Bondholders of not less than 50% of the aggregate principal amount of
Bonds outstanding. In the event of extension of the maturity date, the
interest rate will be adjusted from 7.5% per annum to 12% per annum.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Bonds are convertible into the Company’s ordinary shares of
HK$0.01 each (the “Ordinary Share”) at the initial conversion price
of HK$0.613 per share (subject to adjustment). The closing price of
the Ordinary Share was HK$0.500 on the Issue Date. Based on the
assumption of full consumption of full conversion of the Bonds at
such initial conversion price, a total of 326,264,273 Ordinary Shares
will be allotted and issued by the Company.

On 7 May 2019, the bonds holders exercised the option of early
redemption pursuant to the agreements entered into between the
Company and the Bondholders, to request the Company to redeem
the full amount of the convertible bonds with redemption date on 15
May 2019.

New products and services

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

Charges on Group assets and contingent liabilities

As at 30 June 2019, certain bank balances of the Group amounting
to approximately HK$90.1 million were used to secure the banking
facilities and office lease bonds (31 December 2018: approximately
HK$90.4 million).

As at 30 June 2019, the Group did not have any material contingent
liabilities (31 December 2018: nil).

Employee and remuneration policies

As at 30 June 2019, the Group engaged a total of 29 employees
(as at 31 December 2018: a total of 53). Total staff costs including
Directors’ remuneration for the period under review amounting
to approximately HK$18.9 million (2018: approximately HK$75.6
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.
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Future plans for material investments or capital assets RREARBREREREESE
We plan to: REBEETE -

1. expand operations in the worldwide overseas Chinese 1. ¥R HEGINE AR 2 ¥74

communities;
2. extend the range of our financial services and products; 2. BNESERELREDER
3. further upgrade our online trading platform; and 3. EBE—IPRABELZTFHFE R

4. develop the high net worth and sophisticated institutional 4. B = FEREFEREZTEHIE o
clients segment.
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INTERESTS AND SHORT POSITIONS OF DIRECTORS
AND CHIEF EXECUTIVE IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2019, 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 “SFQ”)) 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 the Model Code for Securities
Transactions by Director contained in Appendix 10 to the Rules
(the “Listing Rules”) Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), to be
notified to the Company and the Stock Exchange:

EERERTHRAEBREKNS - HEARSG R
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Interests in shares of the Company: RAERTRGD P 2RELRE
Number of Approximate %
shares/underlying of the number
Name of director Capacity shares held Total of issued shares
Frisien,/ HERTRG
EEpE g HBROHE Y  FEAMHNEIL
Shares Options
EER B
(Note)
(Hizt)
Mr. Liu Stefan Beneficial owner 9,520,000 18,000,000 27,520,000 1.35%
(Chief Executive Officer)
(Resigned on 29 July 2019)
BIMEEEE (TT 4 E) EREBA
(RZF-NFLA=TNAFE)
Mr. Huang Songyuan Beneficial owner - 6,850,000 6,850,000 0.34%
(Resigned on 29 July 2019)
BEREE ERBEBAA
(RZF-NFLAZTAAFHE)
Mr. Wong Yiu Kit Ernest Beneficial owner - 2,050,000 2,050,000 0.10%
(Resigning on 16 August 2019)
BRGRE ERBEBAA
(ERZFE-NFENATNAFHE)
Mr. Stephen Gregory McCoy Beneficial owner - 2,000,000 2,000,000 0.10%
Stephen Gregory McCoy %t 4 EaEEA
Ms. Zhao Guixin Beneficial owner 200,000 700,000 900,000 0.04%
(Retired on 27 June 2019)
HEBZ+ ERBEBAA

(RZF-NFNAZT+HREE)
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Number of Approximate %
shares/underlying of the number
Name of director Capacity shares held Total of issued shares
FrisR %,/ HERTRG
EEpE g7 HERGHE By HEMPEIH
Shares Options
EER BRE
(Note)
(Hzt)
Mr. Cornelis Jacobus Keyser Beneficial owner - 700,000 700,000 0.03%
(Retired on 27 June 2019)
Cornelis Jacobus Keyserst 4 EnEAA
(RZF-NFENAZTEHARE)
Mr. Lin Wenhui Beneficial owner 200,000 700,000 900,000 0.04%
(Retired on 27 June 2019)
W ERABA
(R=ZFE—-NFNAZFEHRF)
Note: =

Those options were granted on 19 August 2015, 29 December 2016 and
22 March 2018 respectively under the Company’s share option scheme.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL IERENKRH - HERORES RS
SHAREHOLDERS IN SHARES, UNDERLYING SHARES R i#%&
AND DEBENTURES

As at 30 June 2019, so far as was known to the Directors or chief AN RIESZNTETHRAERFM  R_=
executive of the Company, the following persons (other than the —AENA=1+H U TAT (KQARIZES
directors or chief executive of the Company) had, or were deemed st = ZB1TIHA BB IN) A A T8 IR D K& iE RS
or taken to have, an interest or short position in the shares and IR F B SRR A E1EH B BRIEZFE SR
underlying shares of the Company which would fall to be disclosed  Hi & (&I EEXVEB 2 39 B8 2 & X A 4N A &)
to the Company under the provisions of Divisions 2 and 3 of Part BB X iRE N AR FIEE B S LB EE6 5
XV of the SFO, or as recorded in the register to be kept by the  336{EFTEFHI S LM A E M T X ME AR RQ
Company under section 336 of the SFO, or as otherwise notified to & J B 2 AT B HE S BlOAK &

the Company and the Stock Exchange:

Number of shares/
underlying shares held
R HERGEE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
HERT
ROEE
TERRER g 47 fTHERER By BRI
CITIC Securities Company Limited Interests in controlled 1,200,310,001 - 1,200,310,001 59.03%
(“CITIC Securities”) corporation (Note 1)
FEIFROHERAB(TRETF]) RIEHEE #a
(Hfzt1)
CITIC Securities Overseas Investment Beneficial owner 1,200,310,001 - 1,200,310,001 59.03%
Company Limited
FIEITHFEIMIEERAR ExBEAA
KVB Kunlun Holdings Limited Beneficial owner 300,000,000 - 300,000,000 14.75%
("KVB Holdings”) (Note 2)
KVB Kunlun Holdings Limited ERBEAA
(TKVB Holdings) (#f#2)
Mr. Li Zhi Da (Note 2) Interests in controlled 300,000,000 - 300,000,000 14.75%
corporation
TERE (W72 il
Calypso (International) Investment Beneficial owner 106,525,000 - 106,525,000 5.24%
Co., Limited (Note 3)
Calypso (International) Investment EREEA
Co., Limited (#77£3)
HNA Group (International) Company  Interests in controlled 106,525,000 - 106,525,000 5.24%
Limited (Note 3) corporation
EMEE (B BRAR (M73)  RIEHEEz #%
HNA Group Co., Ltd. (Note 3) Interests in controlled 106,525,000 - 106,525,000 5.24%
corporation
EMEEER AR (H723) REEHEE 2
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Number of shares/
underlying shares held
FisR%,/ HEROHE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
HERT
ROHE
TERRER L) i) TR By BHOEDL
Hainan Traffic Administration Holding  Interests in controlled 106,525,000 - 106,525,000 5.24%
Co., Ltd. (Note 3) corporation
BERERRERAR (H:23) REZEHEE 2
Sheng Tang Development (Yangpu)  Interests in controlled 106,525,000 - 106,525,000 5.24%
Co. Ltd. (Note 3) corporation
RERR(CEB)ARDA(H23)  RIEHEE 2 ER
Tang Dynasty Development Co. Ltd.  Interests in controlled 106,525,000 - 106,525,000 5.24%
(Note 3) corporation
REBRBRRA (Hi23) REEHEE 2
Pan- American Aviation Holding Interests in controlled 106,525,000 - 106,525,000 5.24%
Company (Note 3) corporation
Pan-American Aviation Holding REEH Bz s
Company (#77£3)
Cihang Sino-Western Cultural and Interests in controlled 106,525,000 - 106,525,000 5.24%
Educational Exchange Foundation corporation
Limited (Note 3)
EMRAAXHARREREERLDR REEHEE 2 #%
(H#t3)
Notes: Hiat -

1.

As CITIC Securities is entitled to control over one-third of the voting
power at general meetings of CITIC Securities Overseas Investment
Company Limited, CITIC Securities is deemed under the SFO to be
interested in the entire 1,200,310,001 shares held by CITIC Securities
Overseas Investment Company Limited.

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.

Calypso International Investment Co., Limited was a wholly owned
subsidiary of HNA Group (International) Company Limited, which was
in turn owned as to 91.09% by HNA Group Co., Ltd.. HNA Group Co.,
Ltd. was held as to 70% by Hainan Traffic Administration Holding Co.,
Ltd.. Hainan Traffic Administration Holding Co., Ltd. was in turn held
as to 50% by Sheng Tang Development (Yangpu) Co., Ltd.. Sheng
Tang Development (Yangpu) Co., Ltd. was held as to 65% by Hainan
Province Cihang Foundation and 35% by Tang Dynasty Development
Co., Ltd. which was in turn 98% held by Pan-American Aviation
Holding Company, which is wholly held by Cihang Sino-Western
Cultural and Educational Exchange Foundation Limited.
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Save as disclosed above, as at 30 June 2019, 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 2019 (for the six months ended 30 June
2018: nil).

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

During the six months ended 30 June 2019, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

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 14 to the Rules (the “Listing Rules”) governing the
Listing of Securities on Stock Exchange of Hong Kong Limited
(“Stock Exchange”) throughout the six months ended 30 June
2019, except for the following deviations:

Pursuant to the code provision A.2.1 of the CG Code, the roles
of chairman and chief executive should be separated and
should not be performed by the same individual. The division
of responsibilities between the chairman and chief executive
should be clearly established and set out in writing.

Mr. Li Zhi Da retired as chairman of the Board and non-executive
Director after the conclusion of the annual general meeting of
the Company held on 21 May 2018. After the retirement of Mr.
Li, no individual had assumed the position of the Chairman of
the Board, until Mr. LI Jiong, a non-executive director of the
Company, was appointed as the Chairman of the Board on 27
June 2019.

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 27 June 2019,
Mr. Xu Jiangiang, a non-executive Director, and Ms. Zhao
Guixin, Mr. Cornelis Jacobus Keyser and Mr. Lin Wenhui, an
independent non-executive Directors, were unable to attend that
meeting due to other engagements.
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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 2019 or at any time during such
period.

CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51(B)(1) of the Listing Rules, the changes
in information of Directors subsequent to the date of the
Company’s annual report 2018 are as follows:

(1) Mr. Li Jiong, a non-executive director of the Company, was
appointed as the chairman of the Board and the nomination
committee of the Company since 27 June 2019. He has
been appointed as a director of certain subsidiaries of
the Company on 12 August 2019 and 13 August 2019,
respectively. Mr. Li has re-designated as a treasurer and
chief financial officer of the treasury department of CITIC
Securities Company Limited.

(2) Mr. Xu Jiangiang, a non-executive director of the
Company, was appointed as the chairman of the
corporate governance committee of the Company since
27 June 2019 and has been appointed as an authorized
representative of the Company for the purpose of Rule
3.05 of the Listing Rules and the Companies Ordinance
with effect from 29 July 2019. He also has been appointed
as a director of certain subsidiaries of the Company on
12 August 2019, 13 August 2019 and 14 August 2019,
respectively.

(3) Mr. Yuan Feng, an executive director and the deputy chief
executive officer of the Company, has been appointed
as a director of certain subsidiaries of the Company on
12 August 2019, 13 August 2019 and 14 August 2019,
respectively.

(4) Mr. Wong Yiu Kit, Ernest, an executive director, the chief
financial officer and the company secretary of the Company,
resigned as a non-executive director of Adamas Finance Asia
Limited (London Stock Code: ADAM, listed on London AIM
Market) in June 2019.

(5) Mr. Stephen Gregory McCoy, a non-executive director of the
Company resigned as a director of LXL Capital Ill Limited and
KVB Kunlun Pty Limited, subsidiaries of the Company on 14
August 2019.

(6) Mr. Liu Stefan resigned as an executive director and the
chief executive officer of the Company and from all of
his directorship in the subsidiaries of the Company and
other positions within the Group as well as an authoriszed
representative of the Company for the purpose of Rule 3.05 of
the Listing Rules and the Companies Ordinance effect from 29
July 2019.
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(7) Mr. Huang Songyuan resigned as an executive director of the
Company and from all of his directorship in the subsidiaries of
the Company and other positions within the Group with effect
from 29 July 2019.

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 the CG Code
contained in Appendix 14 to the Listing Rules. The Audit Committee
comprises three independent non-executive Directors, namely,
Ms. Hu Zhaoxia, Mr. Wu Jianfeng and Mr. Christopher Wesley
Satterfield. Ms. Hu Zhaoxia 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 and expressed
no disagreement with the accounting treatment adopted by the
Company in preparing the unaudited condensed consolidated
interim results of the Group for the six months ended 30 June 2019
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 2019 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 Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules (the “Model Code”) as the code of conduct
regarding securities transaction of the Company by the Directors.
Having made specific enquiry with the Directors, all the Directors
confirmed that they had complied with the Model Code during the
six months ended 30 June 2019.

By order of the Board

KVB Kunlun Financial Group Limited
Yuan Feng

Executive Director

Hong Kong, 15 August 2019
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

v 390 S 25 O A B R A

=
pwc

TO THE BOARD OF DIRECTORS OF KVB KUNLUN FINANCIAL
GROUP LIMITED
EREBRSREEARAR

(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on
pages 22 to 80, 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 2019 and the condensed consolidated interim statement
of comprehensive income, the condensed consolidated interim
statement of changes in equity and the condensed 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 Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” 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
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
o 390 B 25 R A B R O

matters, and applying analytical and other review procedures. ) - RFER O IEMEMERRF - EREHE
A review is substantially less in scope than an audit conducted EREBREBE(EBEFLELDETETNEE
in accordance with Hong Kong Standards on Auditing and &/ - #7822 B P AJ (R B 945 &R A /a5t
consequently does not enable us to obtain assurance that we would — H A] RE R ZX IR A PTG B2 N =208 o A - FRPIT
become aware of all significant matters that might be identified inan &3 XRFE+ =R, -

audit. Accordingly, we do not express an audit opinion.

CONCLUSION o

Based on our review, nothing has come to our attention that causes  fZFRFLFIEVER] - BP9 EELIR (L (0]=1H -
us to believe that the interim financial information of the Group isnot FHffitEE 8 BN BT EER AREBEER &
prepared, in all material respects, in accordance with Hong Kong X5 E RS &5 & 5t #E R $53455% [ -0 HA BT 75 3R

3

Accounting Standard 34 “Interim Financial Reporting”. &R o
PricewaterhouseCoopers & SRk E g ST e =5 AT
Certified Public Accountants HHEZETRD

Hong Kong, 15 August 2019 B8 —E-—NAFNATHAB

INTERIM REPORT 2019 —Z&— JU4E Fp ¥ 5



CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
il WA A 5 b U0 2 v A 2 AR

For the six months ended 30 June 2019 B E —E— A F A=+ B I-/~EA

Unaudited
REER
Six months ended 30 June

HEARA=THIEAMER

2019 2018
—E-NE —2-N\&
Notes HK$000 HK$'000
iz TER THT
Leveraged foreign exchange and other TR EUINE R B 32 5 A 4
trading income 8,017 233,460
Cash dealing income BeX5HA 4 45 3,259
Fee and commission income ERRESEA 4 3,311 45,220
Other income H A 485 1,103 24,294
Total income Nt 12,476 306,233
Referral expenses and other charges BENHRIREMER (15,017) (139,450)
Staff costs BTHRA 6 (18,868) (75,574)
Depreciation and amortisation E R 11,1213 (13,691) (6,918)
Lease payments under land and buildings T REFHREMNT (2,318) (6,993)
Administrative and other operating expenses THREMEERS 7 (26,477) (44,588)
Total expenses g (76,371) (273,523)
Operating (loss)/profit B (BR) /8H (63,895) 32,710
Finance cost BE R R (18,050) (12,241)
(Loss)/Profit before tax BB (B8) /6H (76,945) 20,469
Income tax expense PR 8 (159) (10,044)
(Loss)/Profit for the period B (B8) /7 (77,104) 10,425

KVB KUNLUN FINANCIAL GROUP LIMITED [ 7y [0 [B% 4 il 42 [ A R 7]



CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
il B A 5 F 0T 4 v A 2 AR

For the six months ended 30 June 2019 HZE —ZE— A F A=+ HIL/~EA

Unaudited
REER

Six months ended 30 June

BEXA=THLAMEA

2019 2018
“E-1E —T-N\F
Notes HK$°000 HK$'000
iz THT THT
Other comprehensive income/(expense) Hitt2mEkE/ (FA%)
Items that may be reclassified to profit or loss AR ER F 2 R s B
Currency translation difference ErER =58 153 (10,123)
Other comprehensive income/(expense) HAHM2ERS
for the period, net of tax (Fs) (i) 153 (10,123)
Total comprehensive (expense)/income BR2E (AX),/ WEeE
for the period (76,951) 302
(Loss)/Earnings per share for (loss)/profit HAAD B RERE A
attributable to the equity holders of [Efs (B18) /aflz B (B18) /&7
the Company for the period
- Basic (HK cents per share) —EK (BB 10 (3.79) 0.51
- Diluted (HK cents per share) —8E (BRI 10 (8.79) 0.22

The notes on pages 30 to 80 form part of the interim financial ~ZE30Z=80 & H i s #& Ak Fh B B 75 & R A9 — &6

information. 5 e
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
il ) Ao b B O LB AR

As at30 June 2019 R=—ZE—hENA=1H

Unaudited Audited
RBEX KEZ
30June 31 December
2019 2018
—E-NF —E—)\F
ANA=+H tZA=1+—H
Notes HK$’000 HK$'000
HtaF FHET FHET
ASSETS BE
Non-current assets IRBEE
Property, plant and equipment ME - B NEE 11 7,055 9,454
Intangible assets B EE 12 38,672 43,835
Right-of-use assets EREEE 13 27,553 -
Deferred tax assets BT I E = 1,711 1,719
Total non-current assets ERBEELE 74,991 55,008
Current assets nEEE
Other receivables, prepayments H b fE UG FRIE - B FRIB
and deposits MiE® 14 19,324 9,692
Amounts due from other related parties & U E fib BA Bt 75 3018 23 6 -
Tax prepayment TR 4,621 4,625
Derivative financial instruments TTESE T A 15 10,278 67,400
Balances due from agents FEU IR 45 84 20,689 21,751
Cash and bank balances and REe R|ITHEBRARE P
client trust bank balances EFEIRITHE A 16 481,507 980,766
Totalcurrentassets ~___ +*BRE&E 536425 | et 2
Total assets EE#AE 611,416 1,139,242
EQUITY AND LIABILITIES EmRkEE
Equity Ex
Share capital A& A 20 20,333 20,333
Reserves ] 346,710 347,541
Retained earnings REB B F 127,767 203,832
Total equity AR 494,810 571,706

The notes on pages 30 to 80 form part of the interim financial  Z530Z= 808 AY M 5+ 1 Ak /P HA B 15 & BHAY — BB
information. o)

o
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
il ) Ao b O R

As at30 June 2019 R=—ZE—hENA=1H

Unaudited Audited
RIBEZ HREEAZ
30 June 31 December
2019 2018
—B-NF —B-)N\F
~B=+H +t=—A=+—H
Notes HK$’000 HK$'000
Kt FExT TAT
Current liabilities REBEE

Amounts due to other related parties FE T Bt Rt 75 20E 23 382 -
Tax payable FEZ IR 2,626 2,633
Lease liabilities HEARE 11,492 42
Other payables and accrued liabilities ~ H A ERHRIB R E A& 17 4,778 31,643
Derivative financial instruments TEem T E 15 1,917 5,374
Clients’ balances KPP #ERR 18 74,078 331,731
Total current liabilities MENEEHEE 95,273 371,423

Non-current liabilities FEREBEE
Lease liabilities HEAE 16,435 146
Deferred tax liabilities RIETIEEE 4,898 4,902
Convertible bonds ] ¥ A (E & 19 - 191,065
Total non-current liabilities FreHaERE 21,333 196,113
Total liabilities BEH%E 116,606 567,536
Total equity and liabilities HERREE 611,416 1,139,242

The notes on pages 30 to 80 form part of the interim financial ~ZE30Z=80 & H i s #& Ak Fh B B 75 & R A9 — &6

information. 5 e
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

il W 4k 5 o JU)

%

For the six months ended 30 June 2019 B E —E— A F A=+ B I-/~EA

Unaudited
REEY
Share  Currency
Share Share Capital option translation  Retained Total
capital  premium reserve reserve reserve  earnings equity
BRE SBEX
kx  RHERE EXRE B RE REER BREE
HK$000  HK$'000 HK$000 HK$000 HK$000  HK$'000  HK$000
TERL THER TR TR THER THERT THEL
Note 20b)
Hit2o(b)
At 1 January 2019 RZZ-n%$-A-A 20,333 180,493 171,892 16,169 (1,013 203,832 571,706
Comprehensive expense 2HAKH
Loss for the period HREE - - - - - (7104 (77,104)
Other comprehensive income Gl el
for the period - - - - 153 - 153
20,333 180,493 171,892 16,169 (20,860) 126,728 494,755
Share option scheme (Note 22) BIEE (W722) = = = (984) = 1,039 55
Balance at 30 June 2019 R=B-h&
ANAZTRZER 20333 180493 171,892 15185  (20,860) 127,767 494,810

The notes on pages 30 to 80 form part of the interim financial

information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
il WA 4 5 b JUT B 2 A B 5%

For the six months ended 30 June 2019 HZE —ZE— A F A=+ HIL/~EA

Unaudited

REER

Share  Currency
Share Share Capital option  translation  Retained Total
capital  premium reserve reserve reserve  earnings equity

BRE EWER
B BivEE EAREE ff WE RERN EReR
HK§000 ~ HKS000  HK$O000 ~ HKS000  HK$000  HK$000  HK$000
TR TER TEx  TER  TET  TATL  TER

Note 20(b)
Hiz20(b)
At1 January 2018 RZE-\E—A—H 20333 180493 171,892 18,713 (5908) 161,704 547227
Comprehensive income 2EKE
Profit for the period B R - - - - - 10,425 10,425
Other comprehensive expense HREMEERS
for the period - - - - (10,123) - (10,123)
20333 180493 171,892 18713 (16031) 172129 547529
Share option scheme (Note 22) BIkER Rl (f22) - - - 6,073 = 169 6,242
Balance at 30 June 2018 RZZE-N\§
AR=THZ&ER 20333 180493 171,892 24786 (16,031) 172208 553,771

The notes on pages 30 to 80 form part of the interim financial 5530 80H& & M #5 5k & HR B4 75 & Kl 49 — 2B

information. 7 e
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
fl Wl 45 & P Bl i AR

For the six months ended 30 June 2019 B E —E— A F A=+ B I-/~EA

Unaudited
RIQE
Six months ended 30 June

BEAAZ=+tHLAEAR

2019 2018
—E-hEF —ZE-N\F
Notes HK$’000 HK$'000
k23 FET FHET
Cash flows from operating activities EZ ZERAEHERE
(Loss)/profit before tax BrELAT (B8) a F (76,945) 20,469
Adjustments for: PR
Depreciation and amortisation e R 11,1213 13,691 6,918
Interest income AEUA ) (3,195) (1,232)
Interest expense B 13,050 12,241
Impairment of fixed assets EE & E 2R E 7 408 -
Share option expense S e i A =2 6&22 55 6,242
Fair value gain on the embedded AMREFBRARITELA
derivative portion of convertible bonds oy 2z AR ERE 19 - (16,181)
Amortisation of deferred losses on A #A % & 5 8 R 50 IR A
conversion component of the EE
convertible bonds 19 828 853
Loss on redemption fEL AT EH 2 B8
of the convertible bonds 19 981 =
Cash flows (used in)/from operating LELECEBINLEEY
activities before working capital (FrA) /5B &RE
changes (51,127) 29,310
Decrease in pledged time deposits B HE A E BFROR L 242 501
Decrease in client trust bank balances B F{a:EiR1T4A B2 190,334 147,322
Decrease in balances due from agents UKL T 45 82 05 > 1,062 56,202
Decrease in derivative financial TEemI AR
instruments 53,665 41,799
Increase in other receivables, prepayments £ fth fE U 3018 « T 3018 &
and deposits &N (10,061) (7,526)
Increase in amounts due from P MK Lt B B T SR TR A AN
other related parties (6) =
Increase in amounts due to JE A< L {th BA B 05 SR IR IE AN
other related parties 382 -
Decrease in clients’ balances e (257,653) (258,757)
Decrease in other payables and Hh e < FRIE R EET
accrued liabilities BERD (21,030) (20,883)
Cash used in operations KEFTARE (94,192) (12,032)
Income tax paid E RS (165) (1,254)
Net cash used in operating activities KEREFTAIRG F5 (94,357) (13,286)
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
%%%quﬂ;ﬁfﬁéiﬁ%i%

For the six months ended 30 June 2019 #{ & —

—NERA=ZTHIEAER

Unaudited

REEX

Six months ended 30 June

BEAAZ=+tHLAEAR

2019 2018
—E-hF —ZE-N\F
Notes HK$’000 HK$'000
k23 FET FHET
Cash flows from investing activites REFEFMEHEESRE
Interest received B U F 8 3,624 701
Purchase of property, plant and BEME BERERER
equipment and intangible assets | A E 11& 12 (732) (7,880)
Net cash generated from/(used in) BEEEME, (FTA)IR4 %5
investing activities 2,892 (7,179)
Cash flows from financing activities BEFZEREHRERE
Interest paid =EENS (11,368) (20)
Repayment of lease liabilities ETL%TE‘E\ =N (6,024) (28)
Redemption of convertible bonds f& o] AT R R (B 2 19 (200,000) =
Proceeds from issuance of convertible 277 A #2 i% (& 5 P15 FE
bonds 19 - 200,000
Net cash (used in)/generated from mEEE) (FTA) P8R & %5
financing activities (217,392) 199,952
Net (decrease)/increase in RERBLEEYORD)
cash and cash equivalents L hnEEE (308,857) 179,487
Cash and cash equivalents at YR RREEEY
beginning of period 16 635,048 431,736
Effect of foreign exchange EREB LT
rate changes, net 174 (9,351)
Cash and cash equivalents at HRESRESEEY
end of period 16 326,365 601,872

The notes on pages 30 to 80 form part of the interim financial

information.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

1

CORPORATE INFORMATION

1.1 General information

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 Company’s immediate parent is CITIC
Securities Overseas Investment Company Limited (the
“CITIC Securities Overseas”), a company incorporated
in Hong Kong and its ultimate holding company is CITIC
Securities Company Limited (the “CITIC Securities”), a
company incorporated in the People’s Republic of China.
The address of its registered office is Cricket Square,
Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The Company is an investment holding
company and its subsidiaries are principally engaged in
the provision of leveraged foreign exchange and other
trading, cash dealing business, and other services.

As at 30 June 2019, 59.083% 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 listed on the Main Board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The interim financial information is presented in Hong
Kong dollars (“HK$”), unless otherwise stated. This
interim financial information has not been audited.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

1 CORPORATE INFORMATION (continued)

1.2 Significant events

(i)

On 25 January 2018, pursuant to subscriptions
agreements (“Agreements”) entered into by the
Company, the Company issued convertible bonds
with aggregate principal amount of HK$200,000,000
on 12 February 2018 (“Issue Date”). The convertible
bonds entitled the holders to convert them into
ordinary shares of the Company at the conversion
price of HK$0.613 (“Conversion Price”) per share
of the Company at any time from the day following
one year from the Issue Date up to the fifth business
day immediately before the second anniversary of
the Issue Date (“Maturity Date”) and bear interest at
7.5% per annum.

On 7 May 2019, the bonds holders exercised
the option of early redemption pursuant to the
Agreements to request the Company to redeem the
full amount of the convertible bonds with redemption
date on 15 May 2019. See Note 19.

w3 S 25 R M
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1.2 EXEH

(i)

R-_E—N\F—A—_+5HA R
BEARRNRIFTEI N 2 REEE (5%
Ftaxl)  ARRER=ZZFT—N
FZA+ =8 ([BETHH]) &
17 7K % 48 %8 /5200,000,0007% 7T
Z AR ES - AIIRESE T
A AR A 1T B BRBET —
FeB AMREREIITA BB
MABAFRIEREEREA (5]
HAE |) |- EARERE RS R R B L
0.613% 7T ([#]ARE]) i 57K
NElZEBR - FFERBT.5% °

RZZE—AFRALR  BFF
BARBEZEHHITEIREFED
B BSRAQREREDA
HA—T-NEFRATRBEZE
ORI AR (B 25 o FLPRE19 ©

INTERIM REPORT 2019 —Z&— JU4E Fp ¥ 5



NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

1

CORPORATE INFORMATION (continued)

1.2 Significant events (continued)

(ii)

As a holder of the Australian Financial Services
License, the Group received a letter (the “Letter”)
from Australian Securities and Investments
Commission (“ASIC”) dated 18 April 2019 to its
licensees which reminded licensees that they were
obliged to comply with applicable laws of foreign
jurisdictions, and recommended that licensees
should seek legal advice to ensure that the products
and services they offer to their clients comply with
applicable foreign laws.

Certain subsidiaries of the Group hold Australian
and New Zealand financial services licenses, and
as at the date of this announcement, the online forex
margin trading platform of the Group’s Australian
and New Zealand subsidiaries is targeted towards,
among others, ethnic Chinese, thus there exists a
number of clients with Chinese names (“Existing
Ethnic Chinese Clients”). In view of the Letter, the
board of directors (the “Board”) of the Company has
sought legal advice from its lawyer as to the laws of
the People’s Republic of China (the “PRC”).

In line with the advice from the Company’s legal
advisers on the PRC laws, a detailed survey of the
Group’s Existing Ethnic Chinese Clients will be
conducted with a view to identifying anyone who
is, or who may possibly be, classified as a PRC
domestic client.

Any person identified as an actual or potential PRC
domestic client will then be disengaged as soon
as possible (“ldentification and Disengagement
of PRC Domestic Clients”). The Board believes
the commencement of the |dentification and
Disengagement of PRC Domestic Clients will ensure
the Group’s legal compliance and is in the interests
of the Company and its shareholders as a whole. The
Identification and Disengagement of PRC Domestic
Clients is still in progress.
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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 2019 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 2018, which has been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”).

The accounting policies adopted are consistent with those
of the previous financial year and corresponding interim
reporting period, except for the estimation of income tax and
the adoption of new and amended standards as set out below.

(M)

(i)

2.1

Estimation of income tax

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

New and amended standards adopted by the Group

A number of new or amended standards became
applicable for the current reporting period and the
following standard is relevant to the Group’s financial
statements:

. HKFRS 16 Leases

The impact of the adoption of the leasing standard
is disclosed in Note 2.1 below. The adoption of
these standards in the current interim period has no
material impact and the new accounting policies are
disclosed below. The other standards did not have
any impact on the Group’s accounting policies and
did not require retrospective adjustments.

Changes in accounting policies

This note explains the impact of the adoption of HKFRS 16
Leases on the Group’s financial statements and discloses
the new accounting policies that have been applied from
1 January 2019 in Note 2.1.2 below.

The Group has adopted HKFRS 16 retrospectively from
1 January 2019, but has not restated comparatives
for the 2018 reporting period, as permitted under the
specific transitional provisions in the standard. The
reclassifications and the adjustments arising from the
new leasing rules are therefore recognised in the opening
Consolidated Balance Sheet on 1 January 2019.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

2 BASIS OF PREPARATION (continued) 2 mMBEE(E)
21 SHBESS (F)

2.1.1 RAE BRI IR EERIE165

2.1 Changes in accounting policies (continued)

2.1.1 Adjustments recognised on adoption of HKFRS

16

On adoption of HKFRS 16, the Group recognised
lease liabilities in relation to leases which had
previously been classified as ‘operating leases’
under the principles of HKAS 17 Leases. These
liabilities were subsequently measured at the
present value of the remaining lease payments,
discounted using the Group’s incremental
borrowing rate as of 1 January 2019. The weighted
average Group’s incremental borrowing rate
applied to the lease liabilities on 1 January 2019
was 2.5%.

For leases previously classified as finance leases,
the Group recognised the carrying amount of the
lease asset and lease liability immediately before
transition as the carrying amount of the right of
use asset and the lease liability at the date of
initial application. The measurement principles
of HKFRS 16 are only applied after that date. No
measurement adjustments is resulted upon the
adoption of HKFRS 16.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION (continued)

2.1 Changes in accounting policies (continued)

w3 S 25 R M

RSB ELXE (/&)
21 REFTBEEE (&)

2.1.1 Adjustments recognised on adoption of HKFRS 2.1.1 BRAE B EHREERF165%
16 (continued) ZEERBE(E)
1 January
2019
—B-NEF
~A—R
HK$'000
FHT
Operating lease commitments disclosed RZE-NF+_A=+—8#%
as at 31 December 2018 B EHEAE 37,355
(Less):short-term leases recognised on ORt) : BEREERRAFAEZ 2
a straight-line basis as expense EEAE (1,134)
(Less):low-value leases recognised on ORt) : HEREERRAFAEZ 2
a straight-line basis as expense KEEHEE (1,098)
35,123

Discounted using the Group’s incremental
borrowing rate of at the date of initial application
Add: finance lease liabilities recognised as
at 31 December 2018

ERAEENEXER R
EEEMNEEER 33,403
m:R—B-NF+_A
=t HERZME

HEAE 188
Lease liabilities recognised as at 1 January 2019 R=-Z—h5—H —H®ER
ZHEEE 33,591
Of which are: BB
current lease liabilities mEHEAE 11,334
non-current lease liabilities FEnEHEaE 22 257
33,591

The associated right-of-use assets for property
leases were measured on a retrospective basis as
if the new rules had always been applied. Other
right-of-use assets were measured at the amount
equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating
to that lease recognised in the Consolidated
Balance Sheet as at 31 December 2018. There
were no onerous lease contracts that would have
required an adjustment to the right-of-use assets at
the date of initial application.

MEHEZHREREEERRK
EPEESE  EM—EHRAH
MR- B REEERIRASE
REEREZSHIE  AHRR
“E-N\EFE+ZA=F+—HZE&
REEARKER I RZBEHE
ZIERBEN S EAHEN R TR
EHFRE - RERERR AR
BHERREEETHBCEE
HH
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

2 BASIS OF PREPARATION (continued)
2.1 Changes in accounting policies (continued)

2.1.1 Adjustments recognised on adoption of HKFRS
16 (continued)

The recognised right-of-use assets relate to the

mBLEXE (/)
21 EEBEREH (E)

2.1.1 RAE BRI IREERIE165

ZERRAE (E)

PR 2 EREEEY KT

following types of assets: BREE
30 June 1 January
2019 2019
—E-hE —E-hEF
~NA=1+H —H—H
HK$'000 HK$'000
FET FHET
Office premises WAV 27,553 33,403
Total right-of-use assets FRHEESELLE 27,553 33,403
30 June 1 January
2019 2019
—B-NFE ZB-RE
NA=1+H —HA—H
HK$'000 HK$'000
FET FHT
Current lease liabilities neEEaE 11,492 11,334
Non-current lease liabilities FERBFHAEEE 16,435 22,257
Total lease liabilities HEEEHASE 27,927 33,591

There is no impact on retained earnings on 1
January 2019.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

2 BASIS OF PREPARATION (continued) 2 mEEE(E)
2.1 Changes in accounting policies (continued) 21 BETHEEE (E)
2.1.1 Adjustments recognised on adoption of HKFRS 2.1.1 RANE BB R EERIE16%
16 (continued) ZEBRAE(EZ)
(i) Practical expedients applied () EAERERE

In applying HKFRS 16 for the first time, BXERAE SRS %E

the Group has used the following practical Rl 551657 B - AN& E (5

expedients permitted by the standard: THEAER] 7 7T B

=Wy~

e the use of a single discount rate to a o HEHBABHEUUREE
portfolio of leases with reasonably similar ZHEHEFRAE—
characteristics; BRIR K

e the accounting for operating leases with e MN-_ZT—HAF—H—
a remaining lease term of less than 12 B &2 T 38 B D 0121
months as at 1 January 2019 as short- Az EHE AR
term leases; and ERRHIEE &

e the exclusion of initial direct costs for the e RBERXRERHHF=
measurement of the right-of-use asset at FEREEERER Y
the date of initial application. BB ©

The Group has also elected not to reassess AEETEREDTSTEMN

whether a contract is, or contains a lease AHhE AN E X ER B E

at the date of initial application. Instead, for EEHEENXBEEHEE - B

contracts entered into before the transition m .z - BLiBE B B Z Al

date the group relied on its assessment FIMZENmME AKEHE

made applying HKAS 17 and HK(IFRIC) KIEEERE B g &L

Interpretation 4 Determining whether an FATR KBS (BB 75

Arrangement contains a Lease. WMERBEZER)RESFS

RETRHRZEOEES
B it 0 T A -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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2 BASIS OF PREPARATION (continued) 2 mMBEE(E)
21 SHBESS (F)

212 XL HEZBRZZEEE

2.1 Changes in accounting policies (continued)

2.1.2 The Group’s leasing activities and how these are

accounted for

The Group leases various offices. Rental contracts
are typically made for fixed periods of 3 to 5 years
but may have extension options. Lease terms are
negotiated on an individual basis and contain a
wide range of different terms and conditions. The
lease agreements do not impose any covenants,
but leased assets may not be used as security for
borrowing purposes.

Until the 2018 financial year, leases of property,
plant and equipment were classified as either
finance or operating leases. Payments made under
operating leases (net of any incentives received
from the lessor) were charged to profit or loss on a
straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as a
right-of-use asset and a corresponding liability at
the date at which the leased asset is available for
use by the Group. Each lease payment is allocated
between the liability and finance cost. The finance
cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for
each period. The right-of-use asset is depreciated
over the shorter of the asset’s useful life and the
lease term on a straight-line basis.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

2 BASIS OF PREPARATION (continued) 2 mMBEE(E)
21 SHBESS (F)

212 XL HEZBRZZEEE

2.1 Changes in accounting policies (continued)

2.1.2 The Group’s leasing activities and how these are

accounted for (continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

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

e payments of penalties for terminating the
lease, if the lease term reflects the lessee
exercising that option.

The lease payments are discounted using the
interest rate implicit in the lease. If that rate cannot
be determined, the Group’s incremental borrowing
rate is used, being the rate that the Group would
have to pay to borrow the funds necessary to obtain
an asset of similar value in a similar economic
environment with similar terms and conditions.

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

e the amount of the initial measurement of lease
liability;

e any lease payments made at or before
the commencement date less any lease
incentives received;

e any initial direct costs, and

e restoration costs.

AR = ()

HEELZEENRABYSR
REAE -HEREEFENUT
HEMNRZREFE

e EBEEMNR(BEEZLEE
N REREKEER
Bz R

e RIMEZEIZ(WEMR
HA R MR AR ATT (R RX IR 32
&) -

HEMNRERAHEER S Z2M X
BA3R - HEEEXBENE - A
ERAREZIEERENX
AR ERBLULERREFIR
B ARG B AR 18 A B & A
ESBUEEEERAXNZH

K o

=

ERAEEERNAGE
AT&IR :

B
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s EATBEERAL &

o BEMKAK-

INTERIM REPORT 2019 —Z&— JU4E Fp ¥ 5



NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

2 BASIS OF PREPARATION (continued)

2.1 Changes in accounting policies (continued)

2.1.2 The Group’s leasing activities and how these are

accounted for (continued)

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

equipment and small items of office furniture.

3 FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
interest rate risk, foreign currency 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 2018.

There has been no change in the financial risk management
policies since previous 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 Group trades in foreign currencies, commodities and
other products through its margin trading business. In
order to protect against their exposures to fluctuations in
foreign exchange rates and commodity prices, the Group
has entered into a number of foreign exchange forward
transactions and contracts for difference with the Group’s
bankers in the normal course of business.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

3 FINANCIAL RISK MANAGEMENT (continued) 3 HMEEREE(ZE)
3.1 Foreign currency risk (continued) 3.1 SERK(EZ)
The tables below summarise the Group’s exposure TEMAAREEBR —ZF—NLFNH
to foreign currency exchange rate risk as at 30 June =tHE;k=_E—N\F+=-_A=+—H
2019 and 31 December 2018. Included in the tables HEFEAINER R o TRAANBILE
are the assets and liabilities at carrying amounts in HK$ ZABEEES BRI IR R BB S ENE E
equivalent, categorised by the original currency. kafE-
As at 30 June 2019 (Unaudited) R-ZE—HFEARA=1TH REEX)
Provision
for
expected
credit
HK$ NZD AUD usb JPY RMB  Others loss Total
BREE
B #ERT )5 in AE ARE Eft BERG @t
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$O000 HK$000 HK$000
TErn TEx TEx TEx TFEr TEr TEx  TER TEx
Assets EE
Other receivables and deposits {1 EUGIE kel & 3,537 111 - 321 - 1611 - (40) 5540
Derivative financial instruments #7548 IA - 3461 2969 3439 368 - 41 - 10278
Balances due from agents ERREES 277 930 1,341 15601 2,068 591 55 (574) 20,689
Cash and bank balances and B RBIERUR
client trust bank balances RPEARTES 20108 14,720 20,154 404,481 3,599 8,370 1,501 (426) 481,507
Amounts due from other related  FEWE f B T E0E
parties - - - 6 - - - - 6
Liabilities af
Lease liabilties HERE 23,598 - 4329 - - - - - 097
Other payables Hib M 50R 2,234 609 253 298 - 68 - - 3462
Derivative financial instruments 745 £8 T2 - 1,188 9 725 - - - - 1917
Clients’ balances ES - 14608 16998 40468 2,004 - - - 74078
Amounts due to other related e £t AR
parties - - - 382 - - - - 382
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NOTES TO THE INTERIM FINANCIAL INFORMATION

FINANCIAL RISK MANAGEMENT (continued)

w3 S 25 R M

3 MBRARERE(E)

3.1 Foreign currency risk (continued) 3.1 SERK(EZ)
As at 31 December 2018 (Audited) R—_E—NE+_ABA=+—H
(')
Provision
for
expected
credit
HK$ NZD AUD Ush JPY RMB  Others loss Total
BHREE
AL AEET R e AE AR% At BEEE &5t
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$O000 HK$000 HK$000
TEr Thr ThEr TEr T TEr  TAT  TER  TEx
Assets EE
Other receivables and deposits ~ Ef ERFER T4 3971 436 - 939 - 15% - (40) 6861
Derivative financial instruments ~ $74 48T A - 73714 8841 51185 - - - - 67,400
Balances due from agents G 212 646 201 18959 1,206 591 510 (574) 21,751
Cash and bank balances and B RBTHBUAREF
client trust bank balances R 30781 24398 34680 87582 4,288 9,720 1,500 (426) 980,766
Liabilities 8f
Lease liabiliies HERE - - 188 - - - - - 188
Other payables Hip e 30R 10,748 728 331 7,864 1 513 - - 2,185
Derivative financial instruments {1448 TE - 1,100 121 4147 - - - - 5374
Clients balances RPe - W32 27549 278927 1943 - - - 331,731
Convertible bonds BRES 191,065 - - - - = = - 191,065
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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3 FINANCIAL RISK MANAGEMENT (continued) 3 HXEARER (&)

3.1 Foreign currency risk (continued) 3.1 SERK (EZ)
As at 31 December 2018 (Audited) (continued) R—_ZE—N\F+=—_A=+—H
(') (&)

The following table indicates the impact on the Group’s
profit before taxation to movements in foreign exchange
rate as at 30 June 2019 and 31 December 2018:

TRINTHRZZE-NFERA=ZTER
—E-NA\F+ZA=+—HINEER
SHUAEERVUINENOTE

3.2

Unaudited Audited
REEX REZ

Movement Movement
in foreign 30 June in foreign 31 December
Foreign currency risk currency 2019 currency 2018
—EB-NF —ZET-N\F
SMNE /L B INEEEE AA=+H SN EE) +—_H=+—8H
HK$’000 HK$'000
THET FHET
AUD SEIT +/-3% +/-86 +/-7% +/-1,087
JRY H +/-2% +/-81 +/-4% +/-142
NZD AP T +/-3% +/-85 +/-1% +/-540
RMB AR +/-2% +/-210 +/-5% +/-568

Fair value of financial assets and liabilities

The following table represents the carrying value of
financial instruments measured at fair value at the
balance sheet date across the three levels of the
fair value hierarchy defined in HKFRS 7, Financial
Instruments: Disclosures, with the fair value of each
financial instrument categorised in its entirety based on
the lowest level of input that is significant to that fair value
measurement. The levels are defined as follows:

Level 1 (highest level): fair values measured using quoted
prices (unadjusted) in active markets.

Level 2: fair values measured using quoted price in
active markets for similar financial instruments, or using
valuation techniques in which all significant inputs are
directly or indirectly based on observable market data.

Level 3 (lowest level): fair values measured using
valuation techniques in which any significant input is not
based on observable market data.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

3 FINANCIAL RISK MANAGEMENT (continued) 3 HEREE(E)
3.2 Fair value of financial assets and liabilities (continued) 32 eREEREBBEBNAAEE)
Level 1 Level 2 Level 3 Total
£ b E=H @t

HK$'000 HK$'000 HK$'000 HK$000
TR TR TR TR

At 30 June 2019 (Unaudited) RZZE-NFRA=1H
(REER)
Assets BE
Derivative financial instruments fTESBTA - 10,278 - 10,278
Liabilities af
Derivative financial instruments TEEMIA - 1,917 - 1,917
At 31 December 2018 (Audited) R=ZB-NF+=A=t-H
(RER)

Assets &E
Derivative financial instruments fTHEERMTA - 67,400 - 67,400
Liabilities af
Derivative financial instruments fTEERTA = 5,374 = 5,374
Embedded derivative portion of the ARESRARITAE

convertible bonds TEZH - - 13,500 13,500
The fair value of financial instruments that are not traded WEREBRMSETRSNEmIT A
in an active market is determined by using valuation HIARBERNBHERINETE - 3254
technigues. These valuation techniques maximise the B RT3 = T B A B2 35 &R (40
use of observable market data where it is available and E) BELVKBEENEEMEET -
rely as little as possible on entity specific estimates. If all HetE—BTEMAREBERENFRE
significant inputs required to fair value an instrument are BAREAEEASERSE - BIiZzT
observable, the instrument is included in Level 2. BHIANZE & -
The fair value of forward foreign exchange contracts is REANE S M AR EF B S E RS
determined using forward exchange rates at the end of BIRHRHIE REE - MATSEED
the reporting period, with the resulting value discounted BEZEIHE -

back to present value.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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3 FINANCIAL RISK MANAGEMENT (continued) 3 HXEARER (&)

32 TRMEERAGBNAAMEE)

3.2 Fair value of financial assets and liabilities (continued)

If a fair value measurement uses observable inputs that
require significant adjustment based on unobservable

AR EFETN B RE AR
BEEARE  MEARBIERIE

inputs, that measurement is a Level 3 measurement. AR AR - BIZET =0 AE =
Assessing the significance of a particular input to the fair BETE - hEX —WABBHEARE
value measurement in its entirety requires judgement, STEEEMEcEEMTEHE - W

considering factors specific to the asset or liability.

Embedded derivative portion of convertible bonds are
classified within Level 3 as it is mainly driven by the
valuation of the convertible bond using binomial model

EREEXRBEZBERE -

AIMARESRARITET AR D D
REZR - HEBEMRZIANEIY
AMRES 2 HEETE @ WIRAEE

adjusted with liquidity, credit and market risk factors as AR EAEEmRHES - EEAT
the Group may deem necessary. % 3 b A = AE T EE

The following table summarises the quantitative information
about the significant inputs used for in Level 3 of the fair
value hierarchy as of 31 December 2018:

TR E_—_ZT—N\NE+=A
=t+t—BARBEELRFTE=BFMEH
BEREBAEBEEER -

Fairvalueat  Valuation Significant Relationship of significant
Description 31 December2018  technique inputs inputs to fair value
RZB-N\§F
TZA=Zt-AH BXBAR
Ha DRE  EERGE EXBAE BAREZENEE
HK$'000
Thn
Embedded derivative portion 13,500  Binomialmodel  Volatility A change in volatility by 5% would increase/
of the convertible bonds (decrease) the fair value by approximately
HK$288,000/(HK$86,000)
AR ER R AT E AR ZHAER IR RIBEEE% R EHEM/ (F2) #1288,000%
7./ (86,000/87)
Share price A change in share price by 5% would increase/
(decrease) the fair value by approximately
HK$82,000/(HK$63,000)
k(& RESE5%  DrEREN/ (A1) 4182000
/ (63,000%7T)
Discount rate A change in discount rate by 5% would (decrease)/
increase the fair value by approximately
(HK$199,000)/HK$208,000
BRX HREEH5% - DA {ER(RD) /504 (199,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

w3 S 25 R M

FINANCIAL RISK MANAGEMENT (continued) 3 HMKEKRERE)
3.2 Fair value of financial assets and liabilities (continued) 32 eREEREBBEBNAAEE)
The following table presents the movement in Level 3 TRENHEEZE-_ZE—NLF~A=T1T
instruments for the period ended 30 June 2019 and for HiItBEER#BHE=_ZE—\F+=H
the year ended 31 December 2018: =T HLEFERNE=ZRTEZ#
5 :
Embedded derivative
portion of the
convertible bonds
TRRESHAL
TETERA
HK$'000
TER
Balance as at 1 January 2019 RZE-NE—R—Az&#% 13,500
Gain on redemption of the convertible bonds B @—Hﬁ k&% 2 Ka (14,328)
Amortisation of deferred losses on conversion component SRR EEEH 828

Balance as at 30 June 2019

RIB-NERA=THZEH =

Change in fair value for level 3 instruments held at 30 June 2019

R-F- HE/\H TRMRE=RIAZ

Embedded derivative

portion of the

convertible bonds

#RES 2

RARITER R

HK$'000

THL

Balance as at 1 January 2018 W_E-\E—R—Rz&% -

Upon issuance of convertible bonds RETARRESR 42,040

Deferred losses upon issuance ¥k ELER (4,480)

Change in fair value included in the statement of comprehensive income SAZENERZAAER (26,042)

Amortisation of deferred losses on conversion component BIRBNETEREH 1,982

Balance as at 31 December 2018 R_E-\E+-_A=+-BHz&% 13,500
Change in fair value for level 3 instruments held at 31 December 2018 RZE-NETZA=+—-RMEE

F-BRIAZRAERY (26,042)

There were no transfers between levels for the period
ended 30 June 2019 and for the year ended 31

December 2018.

BHE_ZT-NAFRA=THILHHAKX
E_E-N\F+_HA=+—HBI%F
EEERZEILEEE o
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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, commodity and index
trading services in Australia, 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 PRC business segment primarily engaged 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
2019 and 2018.

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =
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7 EBER

ReEpHHmETAEBRAEFTSRENHR
BHE — - AEENKEEBEIREE
EHEMATRERE D FAEMBRER - &
S BEE & XD # AR BRI RO KRS
SN - HARISFTA SRR & BIFRA 5
REMEBSE - EFSREREMS

BREEG D BNFRBHEmT

(a) RBSRFHHEBREBRRM - TB R
AMPARREEEIINER SR - &
an MR B 5 BR 7%

(b) FERARESRZ D ABUERAAR
REIFERENINER Z R - AEH
FRARFEFPEMIMERAR SR FHR
% LERZEREIMRERESE T
METHEEEM2RBEE L IRER
WEF - AEEE TEPHRESR
RNEB TSGR IEHAER S RIE
B R

(c) PEREBHFEIENENPEEHE
TEBRENMEH -

ENHENR S (EF) D2RMAE=H
WERERMAET  AREENEE_F
—NER-FE-N\FRA=THIEXEA
B ) o



NOTES TO THE INTERIM FINANCIAL INFORMATION

SEGMENT REPORTING (continued) 4

The segment information provided to the management for the
reportable segments for the six months period ended 30 June
2019 and 2018 is as follows:

For the six months ended 30 June 2019 (Unaudited)

w3 S 25 R M

D EBIRE (&)
HE—_ T NFER-_ZFT—)\F<xA=+H
1E7SE R - BERIERE o 30 M & R E e (A9
DEBEROT ¢

BEE-—ZEZ—hEANA=1tHLEANHEA
(RE&FEZ)

New New
Zealand  Hong Kong Australia Zealand
margin margin margin cash PRC
dealing dealing dealing dealing business  Unallocated  Elimination Total
R | 8 B g,
REERS RELERE RELERSG  BERS HERH 8 FE &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAn TAn TAn TAn Thn TAn TEn Thn
Segment revenue and P HkE R -
other income:
Foreign exchange and other ~ RESMIZ P HISE R
trading income eamed from ~ ERZFMA
external customers 10,549 2 (2,534) 45 - - - 8,062
Inter-segment sales NERHEE - 1,741 - - - - (1,741) -
Segment revenue 2 10,549 1,743 (2,534) 45 - - (1,741) 8,062
Fee and commission income ~ ER RES KA 3,175 - 61 - - 75 - 3,311
Other income/(losses) £/ (BH) 1,005 - 4 - (28) 122 - 1,103
Total revenue and other income Uiz B £ th i A 12 58 14,729 1,743 (2,469) 45 (28) 197 (1,741) 12,476
Segment (loss)/profit P (EI8) /] (8,558) (1,812) (4,208) (209) (1,481) 197 (16,161)
Other unallocated staff costs ~ Eft kA& B THA (9,841)
Other unallocated EARAEARR
administrative and BERR
operating expenses (50,943)
Loss before tax BHRAEE (76,945)
Income tax expense FIEHAY (159)
Loss for the year ENEE (77,104)
Other segment information: ~ Eftt 2 & # :
Depreciation and amortisation 7% R 4 - 19 4 - 201 13,317 13,691
Lease payments HEFR - 235 - - 760 1,323 2,318
Finance cost BARKK 26 - - - - 13,024 13,050
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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4 SEGMENT REPORTING (continued) 4 DEWE|E(E
The segment information provided to the management for the HE—_T—NEFEERZZE—N\FA=1H
reportable segments for the six months period ended 30 June IE7NE A - ghalsRE D BRIEIEEBIRHN
2019 and 2018 is as follows: (continued) DEERIWT : ()
For the six months ended 30 June 2018 (Unaudited) HE—_FT—NFXA=1+HIEA~EA
CRE&ER)
New New
Zealand  Hong Kong Australia Zealand
margin margin margin cash PRC
dealing dealing dealing dealing business  Unallocated  Elimination Total
i Bk E i
RELRS REERH FEERH ReRS  HEEE AR E3E st
HK$000 HK$000 HK§'000 HK$000 HK§'000 HK$'000 HK$000 HK§'000
TATL TAT TAT TATL TAT TAT TATL TATL
Segment revenue and 7 EE REAMMA -
other income:
Foreign exchange and other ~ RESMIZ P HIMER
trading income eamed from R ZHA
external customers 229,786 3 3,671 3,259 - - - 236,719
Inter-segment sales PPEEE - 70,026 1331 - - - (71,357) -
Segment revenue Pl G 229,786 70,029 5,002 3,259 - - (71357) 236,719
Fee and commission income A REL KA 42,962 - 47 - - 2,211 - 45,220
Other income EfhA 9% - 10 7 533 23,649 - 24,094
Total revenue and WEREmBA LR
other income 272,843 70,029 5,059 3,266 533 25,860 (71,357) 306,233
Segment profit/(loss) PERER/ (Bi8) 25,536 63,104 2419 3,069 (2,026) 25,860 117,962
Other unallocated staff costs ~ Et A7 A& TAA (30,480)
Other unallocated A RARITHR
administrative and BERR
operating expenses (67,013)
Profit before tax IRBE AT 20,469
Income tax expense FIEHAY (10,044)
Profit for the year ERGRF 10,425
Other segment information: ~ Efi 2 HEH :
Depreciation and amortisation 17% [ 84 - 58 13 - 943 5,904 6918
Lease payments BEMNH - 686 - - 933 5,374 6,993
Finance cost BARA - - - - - 12,241 12,241
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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

w3 S 25 R M

DEERE (4E)

ARARERES - REBRBINEEEFH
WA KB 2K B B AR PO AR & 2675 -

Unaudited
REEX
Six months ended 30 June
BEAA=tTHLEAREAR

2019 2018

—E-NE —ZE-)N\F

HK$’000 HK$'000

FET T

New Zealand Sl 10,594 233,045
Others H b i [% (2,532) 3,674
8,062 236,719

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 material differences from the Company’s 2018
annual report in the basis of segmentation or in the basis of
measurement of segment profit or loss.

MEIBEFEBESHEAEERZ Y
ABI10% LA £ ©

HMRNEFSNYREREAEENABNE
BEHE A IS D B HRER - HAERERL
BEWRTESTE AMLEREARH
BEENBENER -

BEER D EE N HB B FrEEER

w2
RRAB —F-N\FFRABEAER -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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5 OTHER INCOME 5 HflA
Unaudited
REBEEXK
Six months ended 30 June
BEARA=1THLXEA
2019 2018
—E-hEF —E—N\F
HK$’000 HK$'000
FET FHEIT
Interest income PSRN 3,195 1,232
Exchange (losses)/gains, net N (B8 W - F58 (862) 7,733
Fair value gain on the embedded AR ESRARTETES D 2
derivative portion of the convertible NaEWE (A E19)
bonds (Note 19) - 16,181
Amortisation of deferred losses on A 32 % 3 25 B 4 20 ) 10 AT 5 18 B 6
conversion component of the (K15£19)
convertible bonds (Note 19) (828) (853)
Loss on redemption of the convertible & [ AT A A (& % 2 &5 18 (A7:£19)
bonds (Note 19) (981) =
Rental reimbursement (Note 23) HemE (f723) 521 -
Others HAb 58 1
1,103 24,294
6 STAFF COSTS 6 EIRZA
Unaudited
RIBEX
Six months ended 30 June
BZEASA=1THLEAREA
2019 2018
—E-hF —ET-N\F
HK$’000 HK$'000
FET FHIT
Staff costs: BIAA :
Salaries and allowances T& KEBh 18,373 68,677
Pension scheme contributions RIREEHEIHEK 440 655
Share option expenses (Note 22) REIRER X (i at22) 55 6,242
18,868 75,574
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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ADMINISTRATIVE AND OTHER OPERATING 7

EXPENSES

THRREMKERX
Unaudited
RIQER

Six months ended 30 June

BEAA=tHLAEA

2019 2018
—E-NF —E-N\F
HK$’000 HK$'000
FET FHT
Management fees paid to the then INTEREEZEERATNERS

immediate holding company (H7a£23(i)

(Note 23 (i) 310 347
Other office occupation expenses Hiv= FEMBARX 1,609 1,734
Auditor's remuneration ZE RN &

— Audit services —BF R 1,516 1,669

— Non-audit services — B R 157 164
Information services expenses BARERX 1,493 1,917
Professional and consultancy fee HERZAE 1,827 3,006
Repair and maintenance HERGEE (BIERGHTE)

(including system maintenance) 8,547 6,002
Marketing, advertising and promotion B #E - ESERsERY

expenses 6,743 14,597
Handling fee expenses FEEBHAY 215 7,979
Travelling expenses ERE 1,577 2,388
Entertainment expenses 2[R FE B & 291 658
Insurance Rb2 304 284
Clients’ debit balances written off B BAL S S 80 250
Staff training 8 IE 19 415
Impairment of fixed assets (Note 11)  ElE & EME (A1 11) 408 -
Others H A, 1,381 3,178

26,477 44,588

INTERIM REPORT 2019 —Z&—
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 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% (2018:
28%) in New Zealand, 30% (2018: 30%) in Australia and 25%
(2018: 25%) in PRC respectively in accordance with the local
tax authorities.

NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

FrieBiB <

EBNEHIIRE BREE BN G ERT
i A LA16.5% (ZF — )\4F : 16.5%) It
REHREME o BINE N TR IES RS HE
HETERBUE T AR E B L LT RA
ITHTRRATE - RIS MBS HEEE - K%
BRAATEES « BMN R BERTERASZ S
A 1%28% (ZF — )\ : 28%) ~ 30% (=
T — )\ :30% ) &25% (=ZZ — )\ 4 :
25%) BB K E -

Unaudited
RIQER
Six months ended 30 June

BEAA=tHLLAMEA

2019 2018
—B-NhF —E-N\F
HK$’000 HK$'000
FET F&T

Current tax: BVHARE 1A :
Charge for the period HAR X - 9,825
Others HAh 159 219
Income tax expense Frisfif = 159 10,044

DIVIDENDS

The Board does not recommend the payment of any dividend
for the six months ended 30 June 2019 (for the six months
ended 30 June 2018: nil).

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =
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NOTES TO THE INTERIM FINANCIAL INFORMATION

10 (LOSS)/EARNINGS PER SHARE

(@)

(b)

Basic (loss)/earnings per share

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

10
(a)

w3 S 25 R M

BK (B8 &R

BREAF (BE) &F

FRER (B1R) BMRA D FSE
B AR (B1R) d FIBR AR
A BRI B 31T SR AR A 0 S 9 BT
o .

Unaudited
RIQER
Six months ended 30 June

BEAA=tHLAEA

2019 2018
—E-hEF —E-)N\F
HK$’000 HK$'000
FERT T T
(Loss)/Profit attributable to equity AR BIEHERER B A
holders of the Company (B518) & F (77,104) 10,425
Number Number
of shares of shares
[ignig- 4= i 1n 28 B
Weighted average number of BT AR 6 It 15 &
ordinary shares in issue 2,033,290,000 2,033,290,000
Basic (loss)/earnings per share FREAR (EB) /&F (L)
(HK cents) (3.79) 0.51

Diluted (loss)/earnings per share

The calculation of diluted (loss)/earnings per share is
based on the (loss)/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 and
convertible bonds into ordinary shares.

(b) BREE(ER) EF

BRESE (B1R) BN TIREHAA
NEIRER A AR (B518) s AlEt
" - AfFstE 2 T RBRINEFH S
HABBITEEBREE - RERERIE
RE R R AT 8 K AT AR (B AR B TTE
REIR A A BN EE BB
A% R A E BT R B AN
e -
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10 (LOSS)/EARNINGS PER SHARE (continued)

(b) Diluted (loss)/earnings per share (continued)

NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

10 B (B1R) BF (&)
(b) SRE#E(BR) BFE)

Unaudited
RISER
Six months ended 30 June

BEAA=tHLLAEA

2019 2018
—E-hEF —E-N\F
HK$’000 HK$'000
FERT FET
(Loss)/profit attributable to equity RAFIRERE A
holders of the Company (E518) & 7 (77,104) 10,425
Finance cost on convertible bonds, AR ES ZE KA - bk
net of tax A - 10,205
Fair value gain on the embedded AR ESHRARNITELR
derivative portion of the convertible 2z AR ERE
bonds - (16,181)
Amortisation of deferred losses on Al E S E BRI 2
conversion component of the I B e B 5
convertible bonds
- 853
Adjusted (loss)/profit attributable to EAENAR T REFEA
equity holders of the company FE(L (E538) /% A (77,104) 5,302
Number Number
of shares of shares
RHEE B in 21 B
Weighted average number of BT MR A IR 1 E
ordinary shares be in issue 2,033,290,000 2,033,290,000
Adjustments for share options B AR - 2,111,783
Effect of dilutive potential ordinary AR EHFEBET ENE
shares for convertible bonds TERTE - 326,264,273
Weighted average number of shares  5F& & J& 58 2 R 89 I 1) N4
for the purpose for calculating g
diluted earnings per share 2,033,290,000 2,361,666,056
Diluted (loss)/earnings per share
(HK cents) FRREE (B18) /&8F (B) (3.79) 0.22

Note:

P 5E

Certain share options are not included in the computation of
diluted (loss)/earnings per share for the six-month period ended
30 June 2018 and 2019 as those were anti-dilutive.

KVB KUNLUN FINANCIAL GROUP LIMITED [ 7y [0 [B% 4 il 42 [ A R 7]
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11 PROPERTY, PLANT AND EQUIPMENT

12

NOTES TO THE INTERIM FINANCIAL INFORMATION
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11 YE- - BERRE

Unaudited Audited
REER KBz
30June 31 December
2019 2018
—E-NEF —E—N\F

ANB=+H +t—A=+—8H

HK$’000 HK$'000

FET T

Opening net carrying amount ¥ AR EFE 9,454 9,719
Exchange adjustments R (5) (141)
Additions = 218 4,414
Depreciation e (2,204) (4,538)
Impairment BB (408) -
Closing net carrying amount HPR AR B 7,055 9,454

INTANGIBLE ASSETS 12 BEEE

Unaudited Audited

RBEX REZ

30June 31 December

2019 2018

—E-hF —E-N\F

NA=+H t=ZA=+—H

HK$’000 HK$'000

FTHET FHET

Opening net carrying amount HA 9] AR R 43,835 34,496
Exchange adjustments & 5, 3 B 9) (1,055)
Additions NE 514 23,474
Amortisation 5 (5,668) (10,143)
Impairment A - (2,937)
Closing net carrying amount HAR AR TE FE 38,672 43,835
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13 RIGHT-OF-USE ASSETS 13 EAEEE
Unaudited Audited
REBEX K%
30 June 31 December
2019 2018
—E-NF —E—N\F
ANB=+H t=—A=+—H
HK$’000 HK$'000
FET FBT
Right-of-use assets — office premises ~ {FREEE — PAWE 27,553 -
Total Bt 27,553 -

The Groups obtain right to control the use of various office
premises for a period of time through lease arrangements.
Lease arrangements are negotiated on an individual basis
and contain a wide range of terms and conditions including
lease payments and lease terms ranging from 3 to 5 years.
Except for lease covenants mainly related to the maintenance
and use of the leased assets that are commonly found in lease
arrangements, there are no other covenants or restrictions
imposed by the lease agreements.

There is no additions to the right-of-use assets during the
six-month period ended 30 June 2019. During the six-month
ended 30 June 2019, total cash outflow for leases amounted
HK$6.0 million which is included in net cash used in financing
activities and the total depreciation charged on the right-of-use
assets amounted to HK$5.8 million.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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14 OTHER RECEIVABLES, PREPAYMENTS AND 14 HMMEWKWRE - BARERIZS
DEPOSITS

Unaudited Audited
REBER KEZ
30June 31 December
2019 2018
—g-n%E —T-)\F
AB=+A T=A=t-H
HK$’000 HK$'000
FET FHEIT
Rental and utility deposits He Rk AAZEZES 4,420 4,569
Prepayments TE T 3RE 13,784 2,831
Other receivables H A fE W kI8 1,160 2,332
Provision for expected credit loss TEHEEEERE (40) (40)
Total BEt 19,324 9,692
The carrying amounts of the Group’s other receivables and NG [ E At fE YGRIE R iR S W AR E B H
deposits approximate to their fair values. NAREEE -
15 DERIVATIVE FINANCIAL INSTRUMENTS 15 fTEE€RT A
Unaudited Audited
REBER EZ
30June 31 December
2019 2018
—E-NF AN
AB=+A T=A=t-H
HK$’000 HK$'000
FET FHIT
Current assets REBEE
Derivative contracts PTEEH 10,278 67,400
Current liabilities nEEE
Derivative contracts PTEEH (1,917) (5,374)
Total BEt 8,361 62,026
The Group trades in foreign currencies, commodities and AEEBBERB SR HESHEITINE
other products through its margin trading business. In order EREkEMERRS - BREAEETR
to protect against their exposures to fluctuations in foreign EXEREmEREE CERTE  NEEH
exchange rates and commodity prices, the Group has entered RIEFR EGEIE A BB 2RERTTA] L % I8
into @ number of foreign exchange forward transactions and INEREAZ B REBEH °
contracts for difference with the Group’s bankers in the normal
course of business.
The notional principal amounts of the outstanding R-ZE—ALFEXNA=ZTHAHE-_ZT—N\&F
forward foreign exchange contracts at 30 June 2019 +TZA=4+—8 HARFEREINESGL
and 31 December 2018 are HK$2,293,411,000 and BB E AT RS B A2,293,411,0007 7T
HK$9,875,738,000 respectively. %29,875,738,000/ JT °
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16 CASH AND BANK BALANCES AND CLIENT TRUST

NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

16 RERBITERUREFEERITLE

BANK BALANCES 123

Unaudited Audited

RECEZ KEZ

30June 31 December

2019 2018

—E-hF —ZE-N\F

~B=+H +t=—A=+—8

HK$’000 HK$'000

FET T T

Cash and bank balances e RIRTTHER 322,307 550,591
Fixed deposits with banks #RITE BT 94,175 174,816
Client trust bank balances B ETIRITARR 65,451 255,785
Provision for expected credit loss B EEEERE (426) (426)
481,507 980,766

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 2019 and 31 December 2018, fixed deposits
of approximately HK$90,117,000 and HK$90,359,000
respectively are pledged to banks for banking facilities. No
overdraft facility was utilised by the Group as at 30 June 2019
and 31 December 2018. None of the bank deposits are placed
with market makers as collateral as at 30 June 2019 and 31
December 2018.

ﬂ KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

AEENERESBEBIFAEFENRENL
RE - AREEPKRE —MREHFXZNF
e REETAPHATEFPNESRFERS
R ABEBBRETOER - BItZER
B A ARG AEF RS RERT T
RS MRS EFEY -

R-ZE—hERNA=THE - N\F
+=HA=-+—H " #90,117,0007% 7t &
90,359,000 &M FE BT 5K 2 BBk #R 1T
FEEHBTRIT R_TE—hF A=
BR-_ZE—N\F+_A=+—H &X&EH
BESAEMERTE RZE—NF A
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

16 CASH AND BANK BALANCES AND CLIENT TRUST 16 B4 RETEMRUREE(STHRITE

BANK BALANCES (continued) & (&)
For the purposes of the condensed consolidated interim ERAGERHRESRERME  Bak
statement of cash flows, cash and cash equivalents comprises ReEEYRENTZE

of the followings:

Unaudited Unaudited

REBER REEZ

30 June 30 June

2019 2018

—ZE-hEF —E-)N\F

ANB=+H NA=+A

HK$’000 HK$'000

FET FHEIT

Cash and bank balances IR e MIRTTH R 322,307 597,792
Fixed deposits with bank with original  R&TH =& B R 2| 269 4R 77 & Hi 77 3K

maturity within three months 4,058 4,080

326,365 601,872
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17 OTHER PAYABLES AND ACCRUED LIABILITIES 17 HttENSRERETARE

Unaudited Audited
RICER KBz
30 June 31 December
2019 2018
—E-NEF —ET-N\F
RB=tH +=ZHA=1+—H
HK$’000 HK$'000
FET T
Accrued rental benefit EEtHE € Flam 32 171
Accrued audit fees JEET T E A 1,632 2,255
Accruals FEETE A 1,025 3,047
Commission payable EAEE 345 6,020
Employee entitlements EE#EE 1,316 11,458
Other payables H b JE T B 428 2,857
Interest payable JEASFI B - 5,835
4,778 31,643
The carrying amounts of the Group’s other payables and NEBFBHEMENTIB R ETBERBEmEE

accrued liabilities approximate to their fair values. BEHNALEEE

18 CLIENTS’ BALANCES 18 BEF &6k

The balances represent margin deposits received from clients
and the realised profit or loss from their trading activities under
normal course of business. The carrying amounts approximate
to their fair values.

KVB KUNLUN FINANCIAL GROUP LIMITED B fay [0 4% 4 i 4E [ A5 PR/~ 7]
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NOTES TO THE INTERIM FINANCIAL INFORMATION

19 CONVERTIBLE BONDS

Pursuant to subscriptions agreements entered into by
the Company on 25 January 2018, the Company issued
convertible bonds with aggregate principal amount of
HK$200,000,000 on 12 February 2018 (“Issue Date”). The
convertible bonds entitled the holders to convert them into
326,264,273 ordinary shares of the Company at the conversion
price of HK$0.613 (“Conversion Price”) per share of the
Company at any time from the day following one year from the
Issue Date up to the fifth business day immediately before the
second anniversary of the Issue Date (“Maturity Date”) and
bear interest at 7.5% per annum. Unless previously redeemed,
converted or cancelled, the Company has to redeem the
convertible bonds on Maturity Date at 100% of the outstanding
principal amount, together with accrued interest, if any.

The Conversion Price is subject to anti-dilutive adjustments
due to change of management and anti-dilution events such
as consolidation, sub-division or reclassification, bonus issue,
capital distribution, rights issue of shares or options over
shares, rights issue of other securities, issue at less than the
then current market price, other issue at less than the then
current market price, modification of right of conversion, other
offer to shareholders and other events. If the Conversion Price
pursuant to any adjustment is below the par value of each
share, the Conversion Price shall be adjusted to an amount
equal to the par value of on share instead.

Save as disclosed above, the terms and definitions of the
Convertible Bonds are set out in the respective subscription
agreements and disclosed in the Company’s announcements
dated 25 January 2018 and 12 February 2018.

w3 S 25 R M

19 ATH@ARES

BEARRTNR=ZFE—N\F—A=+HHF]
SN2 RERE  ARRERZZT-N\F=
A+=ZB (%THH) BITASRER
200,000,000 7T 2 A] # B (& 5 Al 2 PR
BEHFE T8 AN AT R 21T H Biest —
FleB AREBRERTH R MBS
A AEEFA ([REIE ) 1 AR pE R
MR EFR0.613B T ([RE ] EBir g
AN T 2326,264,273E @A - FEFI KA
7.5% ° BRIFIRATIER - EHGEHE - AA
FIZER 2B B R REE RN S 5 2 100%3&
FFERT 7B (anA) EE TR ES -

BRERREEE NIRRT RS
AR MxSREEARSHEEGH
FAIREF D - BITAR - EADIK -
A B RE - bR S 1 - IRER
ERRITHERT  BEREFRITHE
2 EMBEETT  ERTH R - ARCRIRH A
b R4 R LA o i R (E ] 5 B G i
BEER SN 2 EE - BAERHE
EEERERNMEEZESR -

R BT AN T#ﬁﬁxﬁﬁﬂ’]ﬂ%%\
%ﬁﬁ/\\xﬁ MWREHEA - WRAR
W _FT-—NF—HA= —HiEl)SZ_i )\
F—A —1—7 HE R EPHE -
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19 CONVERTIBLE BONDS (continued)

In the presence of the adjustments to the Conversion Price
mentioned above, the convertible bonds may not exchange
a fixed number of the Company’s own equity instrument
for a fixed amount of cash. Therefore, the components of
the convertible bonds are accounted for separately as host
liability component and conversion option derivative. The fair
values of the host liability component and conversion option
derivative were determined at the respective date of issue.
The host liability component represented the present value of
the contractual stream of future cash flows discounted using
the prevailing market interest rate of similar non-convertible
instruments and carried at amortised cost. The effective
interest rate of the liability component is 19.25%. Subsequent
to the initial recognition, the liability component is carried
at amortised cost while the conversion option derivative
embedded in the convertible bond are measured at fair value,
which changes in fair value recognised in profit or loss.

On 7 May 2019, the bonds holders exercised the option of
early redemption pursuant to the Agreements to request the
Company to redeem the full amount of the convertible bonds
with redemption date on 15 May 2019.

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =
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19 AR E S ()

£ LR ERAEANBERT - AIRRES
SREIZE TS ENRESRRAETEH B
MANTEFHERT A - Aty - AlRpRE
FHHRK I D P BIRE B EI D Rk E
PTETEARR - TBEHH MBREITE
TEMARBEZRSEBMETHRERE - =
BEBDIERRIRERE LI EALEU
AARAR T AR TS M RAIRAIRE -
WAREE SR AT BR - B E SS9 B B F =X
519.25% - R IAtERE  BEH D IX
BESHA AN BR - R A TR AR B S RO AR
BOTET AR AAERE HAnBEEH
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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19 CONVERTIBLE BONDS (continued)

The components for the issue of the convertible bonds and

19 "R ES (&)
BT AR IRE S VAR A B 5 R BRI Y

their movements for the period are set out below:

FEFNT -

Financial liabilities

at fair value
Financial liabilities through
at amortised cost profit or loss
- debt portion - derivative portion Total
BRARBIFA
REHBATTEN BENEeRAE
SREE-EEDG -fTEIEHH ok ]
HK$’000 HK$’000 HK$’000
TER TER THET
At 1 January 2019 R-ZE-n&—H—H 177,565 13,500 191,065
Loss/(Gain) on redemption (Note 5) BEEE/ () (Hits) 15,309 (14,328) 981
Interest expense FIBFX 12,633 - 12,633
Interest payment FIERR (5,507) - (5,507)
Principal repayment BEARE (200,000) - (200,000)
Amortisation of deferred losses on BRI IR E B
conversion component (Note 5) (Hii25) - 828 828
At 30 June 2019 RZE-NFRA=1H - - -
Financial liabilities
Financial liabilities at fair value
at amortised cost through profit or loss
- debt portion - derivative portion Total
ZGNINIEE N
TE K AT 28 BameRaE
SHEE-EEDH —TET AR k)
HK$'000 HK$'000 HK$'000
THT THET AT
At 1 January 2018 RZE-N\F—H—H = = =
Issuance of convertible bonds Ba R ES 181,815 42,040 223,855
Deferred losses upon issuance BITRRILEE (19,375) (4,480) (23,855)
Fair value gain recognised BRERA A B - (26,042) (26,042)
Interest expense MEBRL 28,399 = 28,399
Interest payment SN E (13,274) = (13,274)
Amortisation of deferred losses
on conversion component R (R L B8 B = 1,982 1,982
At 31 December 2018 RZZ-\F+-A=+—H 177,565 13,500 191,065

INTERIM REPORT 2019 -2 — JUAF H B 4



NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

20 SHARE CAPITAL AND CAPITAL RESERVE 20 BRAEAREARRE
(a) Share capital (@ B
Number of Issued
shares in share
issue capital
ERTROE ERITRA
HK$'000
T
Ordinary shares LB
Issued and fully paid: BEETEHAC
As at 1 January 2018 (audited), R-ZE—NF—H— B (KF
30 June 2018 (unaudited), %) —ZT—N\F~A=1H
31 December 2018 (audited), (R&ERZR)  —ZE— \F+=
and 30 June 2019 (unaudited) A=+—H&EZR)K=ZF
—NEARA=TH (REER) 2,033,290,000 20,333

(b) Capital Reserve (b)

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 11"y and LXL Capital IV Limited (“LXL IV”) in
exchange for these subsidiaries under the reorganisation
of the Group in 2012.

ﬂ KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

B

B A FEFEKVB Kunlun New Zealand
Limited + KVB Kunlun Pty LtdX B
B (B8 BRARIEEFENR
T {8 B2 XL Capital Il Limited ([ LXL
I1]) + LXL Capital Ill Limited ([ LXL
1) &LXL Capital IV Limited ([ LXL
V) RBEASEER - ——FmEMH
AR % M E A F TR AR (5 7Y
HEZHEHNZELE -



NOTES TO THE INTERIM FINANCIAL INFORMATION
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21 RECONCILIATION OF LIABILITIES ARISING FROM 21 @E8EBE4X 28 EYHER
FINANCING LIABILITIES

The changes in the Group’s liabilities from financing activities, AEEEMETHELEZEEEEH(BE
including both cash and non-cash changes are as follows: R NI/ EE)) 0T -
Lease Lease
liabilities liabilities
Current Non-current  Convertible Interest
portion portion bonds payable Total
HEgEr HEREZ
RBBE  FRIBH TRRES EMFIE st

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TR TR TET TR

At 1 January 2019 R-E-N§¥-A—H 42 146 191,065 5,835 197,088
Lease liabilities for adoption of HKFRS 16 #% 43 /& B 1 R 5 £ 81| 551655
ZBEAR 11,202 22,111 - - 33,403
Changes from financing cash flows: REBERLREZEH !
Repayment of lease liabilities EERERRE (233) (5,791) - - (6,024)
Redemption of convertible bonds ERaARES - - (200,000 - (200,000)
Interest paid ERHE - - (5,507) (5,835) (11,342)
Exchange adjustments EXAE - (31) - - (31)
Other changes: Hip 28 :
Interest expenses FEHY 391 - 12,633 - 13,024
Loss on redemption of the convertible BRI Ak &% < EiE
bonds - - 981 - 981
Amortisation of deferred losses HRREFERTHET
on conversion component of the EiE&H
convertible bonds - - 828 - 828
At 30 June 2019 R=E-NFXAZ1H 11,492 16,435 - - 21,927
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21 RECONCILIATION OF LIABILITIES ARISING FROM 21 Bl E@EL > EYE (&)
FINANCING LIABILITIES (continued)

Finance Finance

leases due leasesdue  Convertible Interest

within 1year after 1 year honds payable QOthers Total
R—ER R—5f

b £} b

HERE REEE WAERGEF  ERNS ft Eh

HKS000  HK$000  HKS00D  HKSO00  HKSO00  HKS$000
TAL ThL TEL ThL TR TR

At 1 January 2018 R=E-NE-5-H 47 205 - - - 252

Changes from financing cash flows: REMERSREZ2D:

Repayment of finance lease obligations EERERERL (12) (42) - - - (54)
Issuance of convertible bonds EImakES - - 200,000 - - 200,000
Interest paid BRFIE = = (7,439) = (29) (7 468)
Interest payable ERFIE = = (5,835) 583 - -
Exchange adjustments ErAE ) (17) - - = (21)
Other changes: 228
Interest expenses fERT 11 - 28399 - 2 28439
Falr value gain on the embedded portion AAREFRADR AR ERR
of the convertible bonds - - (26,042) - - (26,042)
Amortisation of the deferred losses IRRERERINETE RS
on conversion component of the
convertible bonds - - 1,982 - - 1,982
At 31 December 2018 RoE-NEtzA=t-7 # 16 191,065 583 - 197088
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NOTES TO THE INTERIM FINANCIAL INFORMATION

22 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.

w3 S 25 R M

22 fEiRAERTE

RZZE—RAFENA+TNA  KARESE
m195% A ([ #E#H A ) 2 H40,000,00013
FERLHE - HESERBAATKRATZRE
{BH0.01& Ty 3T & 3@A% -

%SRBI IR T IRARH0.958 T E K
FLAITE - B BT NREESERE
WERA Bl - 958 R A P HI358 R A
EEFIRBEEHHEE=Z2— \FN
A+/\B Lt =F 7 BB RTTE 2 IBAIRHE -
BEZERAFTNI2HZER AR T AR
BREBHEs—AFERRBRE_F—NF
NATNBIE=FZHBERNITE ZBEBR
¥ FEEARKLBERBRT—F 8T
A8 B R NER TR AR B BB TR A
FERRBE-_ZT—NAFNA+NBLERF
ZEARIATITE 2 EARE - BREEABRE T
HHAREET AN EF o B #X H #Y40,000,00015 i
RigES RAREEREETHABER
12,200,0001% f& % 42 -

AR EA A FRIET R T AR EEREIK
MEERERRE -
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22 SHARE OPTION SCHEME (continued) 22 BERRESTE ()
Movements in the number of share options outstanding are as MARITEERESEES T
follows:
Outstanding
asat 31 Granted Forfeited Exercised  Outstanding
Date of December during the during the during the asat30 Exercise
Grantee grant 2018 period period period June 2019 price Exercise period
RZZ-N% R=Z-1%
ZB=1-A ABZTH )
ERA RiLES BATRE  RERRE  RMEARRW  REAGR HATE i fit:E ]
HK$
B
Liu Stefan 19 August 2015 - - - - - 09 19 August 2015 to 18 August 2018
iz —3-nf ZE-15N\AthAZ
NRthE “E-N\ENATIR
Huang Songyuan 19 August 2015 = = = = = 095 19 August 2015 to 18 August 2018
U —I-nf ZZ-15N\AthAZ
NAthA “E-N\ENATIR
Waong Yiu Kit Ermest 19 August 2015 250,000 - - - 250,000 095 19 August 2017 to 18 August 2019
B4 Z5-1% ZE-tEN\fTHBE
NETAA “E-NENATIR
Stephen Gregory McCoy 19 August 2015 - - - - - 095 19 August 2015 to 18 August 2018
“E-1f ZZ-15N\AthAZ
NRthE “E-NENATIR
Zhao Guixin 19 August 2015 - - - - - 09 19 August 2015 to 18 August 2018
HER —3-nf ZZ-15N\AthAZ
NRthE “E-N\ENATIR
Corenlis Jacobus Keyser 19 August 2015 = = = = = 095 19 August 2015 to 18 August 2018
_E-1f ZZ-15N\AthAZ
NRthE “E-N\ENATIR
Lin Wenhui 19 August 2015 - - - - - 095 19 August 2015 to 18 August 2018
HXE —3-nf ZZ-15N\AthAZ
NRthE “E-N\FNATIR
Employees of group companies 19 August 2015 = = = = = 095 19 August 2015 to 18 August 2018
SERARS —3-nf ZZ-15N\AthAZ
NRthE “E-N\FNATIR
Employees of group companies 19 August 2015 1,000,000 = = = 1,000,000 095 19 August 2016 to 18 August 2019
SERARS —3-nf ZE-~ENATIRE
NA+AR “E-NENATIR
Employees of group companies 19 August 2015 3,450,000 = (1,000,000) = 2,450,000 095 19 August 2017 to 18 August 2019
SERARS —3-nf ZE-t5\AthAZ
NA+AR “E-NENATIR
Consultants 19 August 2015 350,000 - (50,000) - 300,000 095 19 August 2016 to 18 August 2019
Bl ik ZE-~ENATIRE
NA+AR “E-NENATIR
Consultants 19 August 2015 400,000 - - - 400,000 095 19 August 2017 to 18 August 2019
Bl —3-nf ZE-t5N\AthAZ
NA+AR “E-NENATIR
5,450,000 - (1,050,000) - 4,400,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

22 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:
AR BB e P B AR (B A%

Risk free interest rate:

2 fa M| K

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHAAR B K

Expected exercise multiple:

EHTE R

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.

No 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.

22

w3 S 25 R M

BREST B ()

—1E R HARE T B AR RN LA G ST R A
WARE - sTEBREARBEMANEE
RBREDERESNREMET - BIREE
B L EBBRENEETRMEL - B
ZE-RAFNATNBEREERENFF
BT

HK$0.3133

0.3133% 7T

0.821%

0.821%

59.08%

59.08%

1.63%

1.63%

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

Hith : 1T{EE2.2F

BRENGEEHAR_ZE—RF/N\A T+
B BB EREN B - BHREERT)
S2ER BB FTAREEFE R NG
ERBNIREEEMERE - REMNTEHIKIE
2ERMBOZENTNELB LT AREE
G AN EE(CEESREKEmMERE -

AREE R AR G 2 E YRR I BRI
MRIEFX -

RZE—RE+_A=-+AB &AA
RIEET RS AL ([EEAD KT
40,000,00017 f& A - I EREARAQA]
% 7K A & A% 1 {E0.0178 JT B9 38 & @ A% o
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22 SHARE OPTION SCHEME (continued)

These share options are exercisable at HK$0.592 per share,
with varying vesting period 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.
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22 BERRESTE ()

% 5 R R T IR B AR 190.592)8 TT R B
BFATTE - BREASEFTEBH N
BHEAF R - O5RER AP HS7TRERA
ERTANRKREBHEAE_—_T—NF
T AT N\BRIE=FZHERNITRZ
FERHE - bR ER AT HIZER AER
TARKREBEH - BFERRAE_F
—EFE+ At N\BRIE=FZHH
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

22 SHARE OPTION SCHEME (continued)

The Group has no legal or constructive obligation to repurchase

or settle the options in cash

Movements in the number of share options outstanding are as

22 BERRESTE ()

AREBWEERREFEETARSHEOK
MEEERRE -

MARITERBRESRBE ZZHWT :

follows:
Outstanding
asatd1 Granted Forfeited Exercised  Outstanding
Date of December during the during the during asat30 Exercise
Grantee grant 2018 period period the period June 2019 price Exercise period
RZE-NE HoZ-nE
+=8 AA
=t-f ) 1 i =+ i ;
BRA REAH WA b LR L fife HATER fikE fiEsH
HKS
AT
Liu Stefan 29 December 2016 8,000,000 - - - 8,000,000 0592 29 December 2016 to 28 December 2019
s Z35E “F-3Ft-B=ThAZ
tZA=thA ZE-AETZAZTAR
Huang Songyuan 29 December 2016 3,060,000 - - - 3,060,000 0592 29 December 2016 to 28 December 2019
EIER Z35E “E-3Ft-RZThAZ
tZAZthA ZE-NETZAZTAR
Wong YiuKit Emest 29 December 2016 250,000 = = = 250,000 0592 29 December 2018 to 28 December 2019
Bl ZERE ZE-\ETATNEE
tZAZthA ZE-NETZAZTAR
Stephen Gregory McCoy 29 December 2016 1,000,000 = = = 1,000,000 0592 29 December 2016 o 28 December 2019
ZERE ZE-NETRTNEE
TZAZtAR ZE-NETZAZTAR
Zheo Guixin 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
#iZ B ZE-Et-BzthAZ
TZAZthAR ZE-METZAZTAR
Corenlis Jacobus Keyser 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
ZEE ZE-NETATARE
+-A=tAR ZE-NETZACTAR
Lin Wenhui 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
R ZE-R ZE-NETCAZTARE
tZA=thH ZE-AETZAZTAR
Employees of group companies 29 December 2016 15,200,000 - (750,000) - 14,450,000 0592 29 December 2016 to 28 December 2019
£ENTER Sy T RET-B-TNRE
tZAZtAR ZE-NETZAZTAR
Employees of group companies 29 December 2016 900,000 - (250,000) - 650,000 0592 29 December 2017 o 28 December 2020
LN E5 ZE-ETCACTIRE
tZAZthR ZEIZETCACTAR
Employees of group companies 29 December 2016 5,150,000 - (1,500,000) - 3,650,000 0592 29 December 2018 o 28 December 2020
SENTER B0 “3-\ET-B-thRZ
tZAZthA ZEIRFTACTAR
Consultants 29 December 2016 400,000 - (50,000) - 350,000 0592 29 December 2017 to 28 December 2020
Ef B0 ZE-tEtACTIEE
TZAZthA ZECRFTCACTAR
Consultants 29 December 2016 100,000 - - - 100,000 0592 29 December 2018 to 28 December 2020
B ZF0E - \ft-A-thAZ
TZA=ThH ZECRETACTAR
34,950,000 - (2550,000) - 32,400,000

INTERIM REPORT 2019 2 — JUAF At i

IIHHII



NOTES TO THE INTERIM FINANCIAL INFORMATION
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22 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:
AR BB e P B AR (B A%

Risk free interest rate:

2 fa M| K

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHAAR B K

Expected exercise multiple:

EHTE 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.
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— 1A B T B AR T BR A DA (i 51 BB A e
MWARE - s EBREA A EMARER
RERDEREFHREM - BREE
ERER LT BRBNEHTRMEL - 1
—E-RFTZ AT ARREAERRE
WEBIT :

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
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NOTES TO THE INTERIM FINANCIAL INFORMATION

22 SHARE OPTION SCHEME (continued)

No share option expenses were recognised in the consolidated
statement of comprehensive income during the current period.

On 22 March 2018, the Board of Directors of the Company
granted 40,000,000 share options to 82 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$0.495 per share,
with varying vesting period and validity from the date of grant.
37 out of 82 of the Grantees were granted share options
which are exercisable for a period of three years commencing
on the date of grant to 21 March 2021. 11 out of 82 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 21 March 2022,
with a vesting period of one year from the date of grant.
The remaining 34 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
21 March 2022, 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.

w3 S 25 R M

22 BERERTE (&)

R EARE T AR A
FAST o

T Wt 2 5% P R A A v

REZZFE—N\F=A=+=H ~R"&=E
2me2#4 At ([ A ) 140,000,000
B HE - B EREA QA RAF FK
HE{EO.0O1 B LAy T T i@mA% -

5% 5 R A e ] R T AR AR 17 0.495% JT AU B
T LATTEE - BRHE B HREAEEE R
BREAB R - 822 R AR BIS7THER A
EETFIRBELEBEEZ T - —F=
AZ+—BAIE=F2Z8RAITHE 2R
HE o 2R ER AR ZBIERANER TR
E/\Txﬁ H Hﬂ ﬂfﬁrm" Eian‘l’i_;::
AT t+—BALE=FHBEAITHEZE
[ - SFEEABR L B R —F - &8
TR4BERANER TR IR L B R A S
ERRE_ZSE - —_F=A=+—HAL
FIEE 2 BRI NTT(E 2 BE AR - SR B R
i B HRRET R o B % 1 #940,000,000
DIERER RARIESFEREZTHRAER
JE$12,200,00017 B A% o

ANEEA A FERIET R T AR EEREIK
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22 SHARE OPTION SCHEME (continued) 22 IBRAESTE (&)
Movements in the number of share options outstanding are as HARITEREIERES e &8~
follows:
Outstanding
asat 31 Forfeited Exercised  Outstanding
December Granted during during during the asat30 Exercise
Grantee Date of grant 2018 the period the period period June 2019 price Exercise period
RZB-N% RZZ-1§
+-8 ~A
=t-A RER RER RER =tH
ERA RILAH GESHIH Rt G L il HATE i TEHE
HK$
AL
Liu Stefan 22 March 2018 10,000,000 - - - 10,000,000 0.49% 22 March 2018 to 21 March 2021
i “E-)\E - \fzH-t-BE
ZE-t-H “E--%=f-1-H
Huang Songyuan 22 March 2018 3,800,000 - - - 3,800,000 0.49% 22 March 2018 to 21 March 2021
RIER ZF-\% ZF-\¥=R=tZHZ
=f-tzH “E--%=f-t-H
Wong Yiu Kit Ermest 22 March 2018 1,650,000 - - - 1,550,000 049 22 March 2018 to 21 March 2021
EU Z-)\E ZE-\f=ACtTZRE
ZE-tzH “2--fzfA-t-A
Stephen Gregory McCoy 22 March 2018 1,000,000 - - - 1,000,000 0.49% 22 March 2018 to 21 March 2021
ZF-\% Z3-\¥=R-tZRZ%
=A=tzH ZE--%5=f=1-A
Zhao Guixin 22 March 2018 400,000 - - - 400,000 049% 22 March 2018 to 21 March 2021
HEE ZE-)\% ZF-\¥=R-tZRHZ
=A-1-H “E--%=f-1-H
Corenlis Jacobus Keyser 22 March 2018 400,000 = = = 400,000 04% 22 March 2018 to 21 March 2021
ZE-)\E - )\§zA=tzB%
ZR=tzA ZZZ-5=R=+-H
Lin Wenhui 22 March 2018 400,000 - - - 400,000 049 22 March 2018 to 21 March 2021
Mg 3\ Z3-)\§=A=t=RZ
ZA=tZA ZE--%5=f=1-A
Employees of group companies 22 March 2018 12,800,000 - (150,000) - 12,650,000 0495 22 March 2018 to 21 March 2021
SERAES -\ “2-/\§zA-t-RZ
=A-tzH “B--%=f-1-H
Employees of group companies 22 March 2018 1,900,000 = (250,000) = 1,650,000 049% 22 March 2019 to 21 March 2022
£ERARS 3\ ZE-NFZA-tCRZ
ZR=tzA ZZIZEZR+-H
Employees of group companies 22 March 2018 4,900,000 - (2,650,000) - 2,250,000 0.49% 22 March 2020 to 21 March 2022
SENAEE “F-0\% -3 =
ZA=tZH ZE-CEZf-1-H
Consultants 22 March 2018 550,000 - - - 550,000 0.49% 22 March 2019 to 21 March 2022
Ef 3\ “EF-nEzA-t-RZE
=R=tzR i Sy g
37,700,000 - (3,050,000) - 34,650,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

22 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 22 March 2018 was as
follows:

Weighted average share option price at the grant date:
AR BB e P B AR (B A%

Risk free interest rate:

2 fa M| K

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHAAR B K

Expected exercise multiple:

EHTE R

The measurement date of the share options was 22 March
2018, 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$55,000 share option expenses were recognised
in the consolidated statement of comprehensive income
during the current period.

22

w3 S 25 R M

MBS R (F)

— 1A B T B AR T BR A DA (i 51 BB A e
MWARE - s EBREA A EMARER
MEBERIIERESNREM - BREE
ERER LT BRBNEHTRMEL - 1
—E-)\F=ZA T - ARENBEREDY
BT

HK$0.1735

0.1735% 7T

1.668%

1.668%

56.39%

56.39%

0%

0%

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

Hith : 1T{EE2.2F

BERENGERHR T —/N\F=F7
— =8 ARhERES B - TRHIA
BRDZEAELBR LT AREEFEH
BB ER SRS MEE - BRERTE
HRE2EHBEaZENA AR ETA
AN EEEN G EHNFREICBESE
R g T EE AE

AREARI AR A 2 T U 25 3R A 5 Y BB S A 3
sk & # A55,00055 7T °
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23 RELATED PARTY TRANSACTIONS AND BALANCES

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.

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.

23 BBMLEXZ K&K

i —77 BRe N E R EIRIESH 5 — T
MIEREERR LW S — T RBEATE
N BT RABA R - B X HARIEHIE
B A R o

FEWEK R BRI T R EEERM S
EASREEEARRFIEED RS
WHIR FREAEGEER 2 SRFRFE -

BREBRFPHMBERZRZHI - AEER
BN T B T E AR 5 Rk

Unaudited
RBER
Six months ended 30 June
BZAA=tTHLKEAR

2019 2018
—E-hE —T-N\F
Notes HK$°000 HK$'000
Hiat FEx FHET
Transactions R5
Management fee expense for the provision of  [AIJA N A Al 1L 81 7% &
financial system which include the provision of %t ' R EECEERE
enterprise resources planning system support B R4S EMERER Y -
to: (i)
— the then immediate holding company —EREERERAA 310 347
Amount paid for the provision of software M)A T A R S AR L 8 4 7
development and maintenance services, BRUEERT - BB
IT infrastructure project management and ERIHEEE R ERE
maintenance services and IT risk assessment N & =55 &L B 2T 14 AR 7%
services to: H)FRIE (ii)
— an other related party — H b AR 17,683 16,296
Amount paid for the provision of software BV INNCIEE e
maintenance, upgrade and support services {4 E R K
from: TIRRIEROFIIA - (iii)
— an other related party — B i Eug 5 - 354
Amount received for the sharing of the offices to: [f] LA T2 &Y ER 3£ B 3%
NERFIE : (iv)
— other related parties —H A B 655 555
Amount paid for the sharing of the offices to: LA T2 Bl At
NEHFA : (iv)
— other related parties — H fh BAHsE 75 1,691 1,484
Cash dealing income for the AT ARREE SR 5k
provision of cash dealing services: HUWEHIRE R S WA (v)
— other related parties —H AR 45 3,259
B2 [ A PR
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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23 RELATED PARTY TRANSACTIONS AND BALANCES 23 Bl A XS RaEts (&)

(continued)
Unaudited Audited
RECEZ KEZ
30June 31 December
2019 2018
—E-hEF —E-NF
~B=+H +t=—A=+—8
Notes HK$’000 HK$'000
Kt et FEx T
Balances ek
Due from related parties: JE Wt B Bk T FROE
— Tianjin Precious Metal Exchange —REECEBRSM (vi) 569 569
— Other related parties —H b EaRE S (vi) 6 =
Due to related parties: JE 1~ A BSE 73 7RIA
— Other related parties —H {b B 75 (Vi) 382 -
Notes: Pi&E

(i)

(ii)

(iif)

(iv)

(Vi)

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

Amounts are received and paid for the sharing of the offices
based on the agreements signed between parties.

Cash dealing income is recognised when cash dealing
transactions have been completed by market makers with

reference to prevailing exchange rate.

Deposits placed are unsecured and non-interest bearing.

0]

(if)

(iii)

(iv)

(v)

(vi)

EEERXDBIRHY GRS B R
TEEREERGIESZEELENE R
HBR ©

FLER (LN (A 3% I MR AR TS - B R BHRE
$EI8 B B S M AR TS S B AR R B Y
iy AR 75 1 S AN B9 SRR ©

SEHE B 4 - THAR N SR AR S 1 S A
B RIRTIARIR AT A& T3 PR R] 2 gk i 8

.
E °

RIBFTHR BRI Z R ARBRAENE
W R B A FRIA o

RERFWARTISHR KRS R 5
BEBRITERER

FfFR 2 FRAEER N RS -
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24 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 negotiated for an average
term of 3 to 5 years. From 1 January 2019, the Group has
recognised right-of-use assets for these leases, except for
short-term and low-value leases, see Note 2.1 for further
information.

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

24 EERHAREHE
BEHEERE
AREERER & HERE BT A UL
EHEAREENAE - HHIR FII3%5
FiEFm - BT NF—A—BE XK
Epix EHERRERAEEE - RN

REBEMRERIN - E—2PERRMIFE2.1 ©
AREEEE L SE ARG Al 42 12 EH
= o

\
!

30June 31 December

2019 2018

—E-NF —E-N\F

RA=+H tZ—H=+—8H

HK$’000 HK$'000

FET FHET

Within one year —F R 512 14,182
One to five years —EhF 98 23,173
610 7455

25 APPROVAL OF INTERIM FINANCIAL INFORMATION

The interim financial information was approved and authorised
for issue by the Board on 15 August 2019.

ﬂ KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

25 #LEPHAMBER

FEHRMBERER =T —AFEN\ATRHA
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