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This interim report, in both English and Chinese versions, is available on the Company’s website at
www.yff.com (the “Company Website”).

Shareholders who have chosen or have been deemed consented to receive the corporate
communications of the Company (the “Corporate Communications”) via the Company Website and
who for any reason have difficulty in receiving or gaining access to the interim report posted on
the Company Website will promptly upon request be sent the interim report in printed form free of
charge.

Shareholders may at any time change their choice of the means of receipt (either in printed form or
via the Company Website) of Corporate Communications.

Shareholders may send their request to receive the interim report in printed form, and/or to change
their choice of the means of receipt of Corporate Communications by notice in writing to the share
registrar of the Company, Computershare Hong Kong Investor Services Limited at 17M Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong or by sending an email to the share
registrar of the Company at yunfeng.ecom@computershare.com.hk.
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The board of directors (the “Board”) of Yunfeng
Financial Group Limited (the “Company”) submit
herewith the unaudited condensed consolidated
interim results and financial position of the Company
and its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2018 (the “First Half of
2018” or the “Period”), together with the comparative
figures for the corresponding period in 2017 (the
“Prior Period”).

BUSINESS REVIEW
Overview

For the First Half of 2018, the Group’s major
sources of revenue includes subscription fees and
management fees for products launched by the Group,
platform fees for distribution of third-parties products,
administration fee for employee stock ownership plan
management services, brokerage commission income
and corporate advisory fee income, etc. In addition,
the Group generates other operating income and
gains from its own general capital. The Group is still
in the process of building its client base and scale of
asset under management. The Group’s revenue and
other operating income were HK$15.5 million and
HK$77.4 million respectively, representing an increase
of 63.2% and 1.3 times compared to the Prior Period
respectively. The increase in revenue was mainly
attributable to the increase in corporate finance
consultancy service fee and securities brokerage
commission during the Period. The operating income
(mainly derived from Company’s own capital fund
management) also increased significantly.

Apart from this, the amortization expense recorded
in the First Half of 2018 in relation to share awards
granted by the Company, amounted to HK$112
million compared to HK$44 million recorded in the
Prior Period resulting in higher overall operating
expenses than those in the Prior Period. Taking into
account the above factors, the loss attributable to
equity shareholders of the Company for the Period is
HK$186.3 million (Prior Period: HK$236.6 million). If
the amortization expense in relation to share awards
granted by the Company is excluded, the net loss
attributable to equity shareholders of the Company
for the Period would be HK$74.3 million (Prior Period:
HK$192.6 million) representing a significant decrease
of HK$118.3 million or 61.4% compared to the Prior
Period.

Management Discussion and Analysis
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BUSINESS REVIEW (Continued)
Brokerage business

In the First Half of 2018, the Group launched
eight version updates for “Youyu Stock” mobile
application adding new features to help customers
resolve investment problems encountered in different
investment stages. The new features differentiated
the Group from other competitors using artificial
intelligence technological advantages including
information intelligence recommendation function
to retain and attract customers. The Group focused
on its brokerage business through three major
target client groups including retail clients, financial
institutions and listed companies. The development
of the retail client market was mainly through online
cooperation and operation. For financial institution
market, the Group’s focused on cooperation with
the banks and other securities firms. For the listed
companies market, the Group focused on service
opportunities including employee stock ownership
plan administration, corporate actions like share
repurchase and reduction in holding and shares
pledging by major shareholders. During the Period,
the turnover of brokerage business amounted to
HK$2,554.7 million, representing an increase of 4.6
times as compared with the Prior Period.

Corporate finance consultancy service

The Group’s corporate finance business primarily
provides financial consultancy service primarily to
Hong Kong listed companies. In the First Half of 2018,
the Group has completed 16 financial consultancy
projects. During the Period, this business segment
recorded an income of HK$9.9 million, representing an
increase of 83.3% as compared with the Prior Period.

Employee stock ownership plan administration

In the First Half of 2018, employee stock ownership
plan administration (“ESOP”) brought new inflows of
client assets to the Group and growth in client net
assets value managed by the Group. As the Group’s
important strategic business, the employee stock
ownership team actively expanded the network and
sought for suitable partners to attract new customers
while successfully achieving synergy with other
business lines. In terms of business development, the
team reached out to customers with high potential
through various seminars and roundtable conferences
organised with different organisations.

ERSRMEBREARAT
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Management Discussion and Analysis
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BUSINESS REVIEW (Continued)
Wealth and asset management
Wealth management

In the First Half of 2018, the Group launched a
total of 9 online versions for “Youyu Wealth” online
mobile application with special features including
fund comparison, six-dimensional map, and “Fish
Recommended” selection etc. The special features
were able to attract new customers and improve
customer’s loyalty and retention. “Youyu Wealth”
entered into distribution agreements with 21 global
fund managers and offered more than 350 online
selected fund products for subscription.

Asset management

On the other hand, our wealth management business
has made substantial progress offline in fund
management through forming strategic partnership
with other reputable financial institutions to expedite
the process to build up the scale of asset under
management.

Offline Fund product managed
or jointly managed by the Group

RTHEIHEEENES LR REEH

Investment focus

Management Discussion and Analysis
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Majik Access USD Fund 1 LP

Third-party managed private credit funds — directly or indirectly

invest in credit and real estate-related debt market sectors
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Majik Access USD Fund 2 LP

F-FEELEERES - HEEIHERENEAREHERBE

Third-party managed distressed assets funds — specialising in

different distressed credit strategies

BRBEXTES 2R

Majik Access USD Fund 3 LP

FZFEETREEES — NETEANTREERR

Third-party managed collateralised loan obligations — investing

in senior secured first lien bank loans, second lien loans,
unsecured loans, and other debt obligations
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For the above fund products still opened for
subscription, we continue to attract new professional
investors. During the Period, we have successfully
secured a handful of rare investment targets including
credit linked note and distressed fund investment
opportunities managed by top tier managers
to facilitate further growth in the offline wealth
management operation. As at 30 June 2018, the total
capital commitment and investment acquired by the
three offline products amounted to US$187.9 million.
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BUSINESS REVIEW (Continued)
General capital management

The Group adopted the following capital usage and
management strategies:

1) To achieve positive synergies between the
Company’s capital management and growth of
its asset management business, and to facilitate
external fundraising for such products, the
Company intends to provide seed capital, as a
direct investor or co-investor in fund products
and high-quality early-stage private equity
products developed by the Company;

2) Use as standby capital to support the securities
brokerage business and the securities financing
business when needed;

3) Towards acquisition or development of projects
related to the Company’s personal wealth
management business or financial technologies
development or into opportunities that provide
synergies with other businesses of the Company;
and

4) To increase effectiveness and returns in respect
of the Company’s capital management, and to
improve cash flow management, the Company
adopted a treasury management model that
may involve (but not be limited to) holding
fixed income instruments, high grade equity
instruments and other financial investments.

For the First Half of 2018, the use of Group’s general
capital is as follows:

Management Discussion and Analysis
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HK$ million BE#T
At At
30 June 31 December
2018 2017 Change
—E-N\E - S of : 5
~A +=A
=+H =+-—H 21t
Fixed bank deposits and cash RITEBMERRBL (ML)

(Note 1) 3,075.8 3,544.7 -13.2%
Mutual fund investment (Note 2) HEKREES (Ft2) 323.5 326.7 -1.0%
Fixed income type of investment EEWABIRE (F1:23)

(Note 3) 273.5 77.3 2.5 times f&
Equity and option ERERERERTA 0.9 5.9 -84.7%
Majik Access USD Fund 3 LP FARBETESIRRE

(Note 4) (Htit4) 180.2 199.0 -9.4%
Majik Access USD Fund 2 LP FRABEEITES2RRE 19.5 (3.0) -
Interest in an associate REE QTR 59.3 - -

3,932.7 4,150.6 -5.2%
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BUSINESS REVIEW (Continued)
General capital management (Continued)

Note 1: The amount includes US$25 million committed for
investing in Majik Access USD Fund 1 LP and US$17
million for investing in Majik Access USD Fund 2 LP.

Note 2: This includes investments in more than five mutual fund
investments managed by different fund management
companies with abundant international investment
experiences. The investment portfolio of the mutual
funds mainly comprises fixed income securities and
equity, with a higher proportion being fixed-income
securities. The mutual funds are liquid assets which
can be readily converted into cash.

Note 3: This includes both perpetual capital, note investment,
leveraged bond linked note and trust products.

Note 4: The amount represents the Group’s share of net asset
in the fund after capital injection is made.

PROSPECTS

In the second half of 2018, the Group will continue
to push forward on the completion of the acquisition
of an equity interest in MassMutual Asia Limited
(“MassMutual”). The uncertainties in the global
economy related to instances like Sino-US trade war,
and the Brexit are expected to adversely affect the
market. The Group will remain flexible and adjust its
strategy in light of market conditions.

Management Discussion and Analysis
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Management Discussion and Analysis

FENYN
EEETWE N
FINANCIAL RESULT REVIEW B ¥ R
Significant financial information EEMKEE
Consolidated profit and loss analysis for the period BEANB=THLEWGRESEZDN
ended 30 June
HK$ million BEET
1H 2018 1H 2017 Change
—E-N\F —E2—+F
F¥F E¥F 1t
Revenue & 15.5 9.5 63.2%
Other operating income and H LS WA R W
gains 77.4 33.2 1.3 timesfZ
Net loss on financial assets and EAFETABHZ
financial liabilities at fair value cHEEREREE
through profit or loss 518558 (26.8) (82.6) -67.6%
Staff costs ETIHA (193.7) (122.1) 58.6%
Other operating expenses Hh&e
(including net provision for (BFEREREFHE)
impairment loss) (51.1) (70.1) -27.1%
(178.7) (232.1) -23.0%
Finance cost & RN (6.6) (3.68) 83.3%
Loss before taxation MRBLAIET 1R (185.3) (235.7) -21.4%
Income tax FriE®t (1.0) (1.0) -
Loss for the period AEAEEIE (186.3) (236.7) -21.3%
Loss for the period A EES -
attributable to:
Equity shareholders of the ARRERFEA
Company (186.3) (236.6) -21.3%
Non-controlling interests IR R - (0.1) -
(186.3) (236.7) 21.3%
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Management Discussion and Analysis

FENYN
EEETWE N
FINANCIAL RESULT REVIEW (Continued) B i R ()
Analysis on loss for the period KEAEE DT
HK$ million BE&EET
1H 2018 1H 2017 Change
—E-N\F —E—tF
¥ E¥EF #1k
Loss for the period HREER (186.3) (236.7) -21.3%
Adjust for the impact of the AEUTEERNER
following profit or loss or FE:
expenses impact:
Less: Net loss on financial BB AFESTABREZ
assets and liabilities cREEREHEE
at fair value through B8 55
profit or loss 26.8 82.6 -67.6%
Less: Staff share award B B TR D iR EhEt &
amortisation expense HE M 111.6 44.0  1.5timesfs
Less: Legal and professional B WIBE BN AR
fee for acquisition REXER
of MassMutual 1.8 18.7 -90.4%
(46.1) 91.4) -49.6%
Revenue Uy £
For the First Half of 2018, revenue amounted to —E-NFEL¥EFKRFZA1,55088T(=
HK$15.5 million (2017: HK$9.5 million), representing a T—+tF 05088 ) BEFEHEM
63.2% increase compared to that of the Prior Period 63.2% - BT :
as follows:
HK$ million =F- - ¥
1H 2018 1H 2017 Change
—E-N\F —E—tF
E¥E E¥F &1t
Brokerage commission KiAE 2.8 0.6 3.7 timesfZ
Consultancy and advisory fees BRI R BHE 9.9 5.4 83.3%
Subscription, management and g - BEEBRENWRA
rebate fees income 2.2 1.1 100%
Interest income from loan ERERF E WA
receivables - 2.2 —
Interest income from clients and HREEZEF A B & HAt
other service income i 83 ON 0.6 0.2 2.0 timesfZ
15.5 9.5 63.2%

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2018
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Management Discussion and Analysis
EEENWR DM

FINANCIAL RESULT REVIEW (Continued) Bt 7& [ R (&)
Other operating income and gains Hih&ERAR W&

TE-N\EFEL¥FHMEBERARKE S
7,740BB T (=S —t%F :3,3208/87T)
REFREEMN1.3/E > MR OT :

For the First Half of 2018, other operating income and
gains amounted to HK$77.4 million (2017: HK$33.2
million), representing a 1.3 times increase compared
to that of the Prior Period as follows:

HK$ million BEETT
1H 2018 1H 2017 Change
—E-N\F —E—tF
¥ F¥EF 1k
Bank and other interest income  $R1TREMFI 2 Uk A 55.9 27.3 104.8%
Handling and settlement fees FEEBREEER 0.6 0.2 2 times 13
Dividend and distribution BERDEEA
income 15.6 3.3 3.7 times {3
Miscellaneous income HMIEUWA 2.6 0.7 2.7 timesfZ
Gain on deconsolidated fund REGESWDIRTES
and partial disposal R RRIESHES
of a consolidated fund HER D B WS 2.7 - -
Gain on disposal of a subsidiary HEHBQ R HIUKES - 0.8 —
Disposal gain of available-for- HETHEEEMERE
sale financial assets Yo &5 - 0.9 —
77.4 33.2 1.3 times &

Net loss on financial assets and financial liabilities BAFE AEBRS SRS ENSREGEE
at fair value through profit or loss porg-i]

For the First Half of 2018, the net loss on financial
assets and financial liabilities at fair value through
profit or loss amounted to HK$26.8 million (2017:

—E-N\E LY ELREEEIEA 26808
T(ZEBE—+F :8260EET) REERH
WA 67.6% » AT ¢

HK$82.6 million), representing a 67.6% decrease
compared to that of Prior Period as follows:

HKS$ million HEET
1H 2018 1H 2017 Change
—E-N\F —E—iF
L¥E E¥F 1t
Net unrealised loss on financial EAFEFABHZ
assets at fair value through TREERER
profit or loss 51855 (18.1) (16.3) 11.0%
Net realised loss on financial BAFEFTABRZ
assets at fair value through EREECDER
profit or loss B8 F 4R (1.5) (64.7) -97.7%
Fair value change of financial BAFEGTTABRZ
liabilities at fair value through tRIBEZATE
profit or loss 25 (7.2) (1.6) 3.5 times{Z
Total net loss on financial assets ZAF{EiT ABHZ
and financial liabilities at fair TREERSMEE
value through profit or loss B8 R (26.8) (82.6) -67.6%
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FINANCIAL RESULT REVIEW (Continued)
Staff costs

For the First Half of 2018, the staff costs amounted to
HK$193.7 million (2017: HK$122.1 million), including
the amortisation of share-based payment expense of
HK$111.6 million (2017: HK$44 million). Excluding this
expense, the staff costs increased by 5% compared
to the Prior Period.

Other operating expenses

For the First Half of 2018, other operating expenses
amounted to HK$51.1 million, representing a 27.1%
decrease compared to that of the Prior Period as
follows:

Management Discussion and Analysis

EEEBNWRDON

Bt %5 [ B8 (47)
BIRA

CE-N\FEL¥FETIRAE1.94EEBT(Z
ZE—tF 12288 x) EPEROERT
ZIEEMEERSEA 11288 (=2 —+
F 440088 T) BHNRUKER BT K
AEEFERHEME% -

H e X

CE-N\EFE ¥ FHMEETHAS 11088
T REFRERAD27.1% » T -

HK$ million HEETT
1H 2018 1H 2017 Change
—EB-N\F  ZE—tF
L F¥F X[
Information, data and B BERBEMEX
communication expenses (13.8) (16.1) -14.3%
Legal and professional fee EERBEXEER
expenses (8.1) (28.1) -71.2%
Operating lease and related MEZREBOR
charges in respect of HEEM
properties (14.9) (14.8) 0.7%
Business promotion and XBEERTHEES
marketing expenses ZH (0.9) (2.5) -64.0%
Depreciation and amortisation &R (10.6) (8.1) 30.9%
Net exchange gain THHME W 2= 7.9 12.5 -36.8%
Others HibhEH (10.7) (13.0) 17.7%
(51.1) (70.1) 27.1%

YUNFENG FINANCIAL GROUP LIMITED
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Management Discussion and Analysis

EEENWR DN

FINANCIAL RESULT REVIEW (Continued) 5t 75 [ B (47
Changes in owner’s equity REREREE
HKS$ million =F-- - %
2018

—8-N\F
Balance at 1 January —B—Hz&F 4,139.3
Loss for the Period REARE S 18 (186.3)
Others Hith (5.5)
Balance at 30 June RAB=tBz&F 3,947.5
Attributable to: iR :
— Equity shareholders of the Company — RRREHFEA 3,947.5
— Non-controlling interests — FEEpR R -
Total equity ERiEE 3,947.5

As at 30 June 2018, equity attributable to
shareholders of the Company per share is HK$1.63 (31
December 2017: HK$1.71).

Liquidity, financial resources and capital structure

As at 30 June 2018, the Group had fixed bank
deposits with original maturity over 3 months and
cash and cash equivalents amounting to HK$3,182.5
million (31 December 2017: HK$3,762.7 million) and
had no bank or other borrowings. The Group generally
financed its daily operations with internal resources.

Foreign exchange risk

The Group has assets and liabilities denominated in
currencies other than its functional currency and that
are subject to fluctuation in foreign exchange amounts
in the different currencies. The Group is exposed to
currency risk arising from various currency exposures
mainly to the extent of its bank balances in US dollar.
Management of the Group monitors the foreign
exchange exposure and will hedge significant foreign
currency exposure should the need arise. During the
First Half of 2018, the Group did not engage in the
use of any financial instruments for hedging purposes,
and there was no hedging instrument outstanding as
at 30 June 2018.
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MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES AND ASSOCIATES

The Group did not have any material acquisitions
or disposals of subsidiaries and associates during
the Period except those set out in note 13 to the
condensed consolidated interim financial report.

CHARGE ON ASSETS

At the end of the Period, the Group did not have any
charges on assets, other than security deposits of
HK$30 million (2017: HK$30 million) for bank overdraft
facilities and bank deposit of HK$78.5 million (2017:
HK$78.1 million) as collateral for performance linked
note, a financial product, issued by the Group.

COMMITMENTS

As at 30 June 2018, rental payments for office
premises under non-cancellable operating leases
amounted to HK$54.4 million (31 December 2017:
HK$24.5 million).

As at 30 June 2018, the Group has a total of HK$1.1
million (31 December 2017: HK$0.6 million) intangible
asset and leasehold improvement capital commitment
contracted but not provided for and US$113.8 million
other capital commitment (31 December 2017: US$127
million) related to third party managed funds with
US$44.5 million (31 December 2017: US$37 million)
having been contributed.

As at 30 June 2018, the Group has a capital
commitment to a joint venture for an amount of US$20
million of which US$2.7 million has been contributed.

As disclosed in the announcement of the Company
dated 4 February 2016, Yunfeng Financial Markets
Limited (“YFM”) (formerly known as Reorient Financial
Markets Limited), a wholly-owned subsidiary of the
Company, entered into a joint venture agreement
with Giant Investment Co., Ltd., and Jiangsu
YuWell Technology Development Co., Ltd. (“Jiangsu
Limited”) on that day. As disclosed in the circular of
the Company dated 29 April 2016, the joint venture
agreement was superseded and replaced by the
amended and restated joint venture agreement
entered among YFM, Hangzhou Dr. Herbs Electronics
Commerce Company Limited and Jiangsu Limited on
13 April 2016. Upon establishment of the joint venture
after obtaining all necessary approval as defined
and disclosed in the circular, YFM is committed to
contribute RMB1,290,000,000 of the registered capital
of the joint venture.

Management Discussion and Analysis
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COMMITMENTS (Continued)

As disclosed in the announcement of the Company
dated 17 August 2017, the Company and the other
Asian investors and MassMutual International
LLC, entered into the Share Purchase Agreement
pursuant to which the Company has conditionally
agreed to acquire 60% of the issued share capital
of MassMutual which is located in Hong Kong. The
portion of the consideration payable by the Company
is HK$7,860 million of which HK$5,200 million will be
satisfied by the issue of an aggregate of 800,000,000
shares of the Company at the issue price of HK$6.50
per share representing approximately 24.82% of the
issued shares of the Company as enlarged by the
issue of the shares.

CONTINGENT LIABILITIES

The Group did not have any significant contingent
liabilities as at 30 June 2018 and 31 December 2017.

STAFFING AND REMUNERATION

As at 30 June 2018, the Group employed 235 (31
December 2017: 240) full-time employees mainly
located in Hong Kong and the People’s Republic of
China and stringently abided by the relevant labour
laws and regulations. To foster a motivated and
skilled working team, the Group provides on-the-
job training and competitive remuneration packages
including salaries and discretionary bonuses for
employees. During the Period, the Group also granted
share awards to provide incentives to the employees
as set out in note 27 to the condensed consolidated
interim financial report.

The remuneration policy and package, including
the share options and share awards (if any), of the
Group’s employees are maintained at market level
and are reviewed annually by the management. There
have been no significant changes in the employment,
training or development policies of the Group since
the publication of the annual report for the year ended
31 December 2017.

EVENTS AFTER REPORTING PERIOD

Details of events after reporting period are set out
in Note 34 to the condensed consolidated interim
financial report.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS

As at 30 June 2018, the interests and short positions
of each director of Yunfeng Financial Group Limited
(the “Company”) (the “Director”) and chief executive
in the shares, underlying shares and debentures of
the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)), as recorded in the
register required to be kept by the Company pursuant
to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to
Part XV of the SFO or the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) under the Rules Governing the Listing
of Securities (the “Listing Rules”) on the Stock
Exchange, or known to the Company, were as follows:

Long positions in the ordinary shares of the
Company (“Shares”) and the underlying Shares:

Other Information
H &R
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BEEZRD  HERORESTHES
ZEERRKR
R=B-—N\FAA=+H EHSHEEAR
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Number of Shares held
iR EE

Long Percentage of

Name of Director Capacity/Nature of interests position  shareholding

BEpE 56 EEME 30} BFRESL

Mr. Yu Feng (Note 1) Held by controlled corporation/ 1,342,976,000 55.42%

Corporate interest

EEE (1) M2 EGEEREE LEER

Mr. Ko Chun Shun, Johnson Held by controlled corporation/ 159,180,726 6.57%
(Note 2) Corporate interest

S RIE L (HfaF2) MZEGEEEE LEER

Ms; Li Ting Beneficial owner/Beneficial interest 18,550,000 0.77%

FETtT BERBEEA BRER

Notes: BfEE:

(1) Mr. Yu Feng, chairman of the Group and non-executive
Director, was interested in 1,342,976,000 Shares through
Jade Passion Limited (“Jade Passion”), a company which
is owned as to 73.21% of its issued share capital by Key
Imagination Limited (“Key Imagination”). 91% of the issued
share capital of Key Imagination is owned by Yunfeng
Financial Holdings Limited (“YFHL”), the issued share
capital of which in turn, is owned as to 70.15% by Mr. Yu
Feng.

(2)  Mr. Ko Chun Shun, Johnson, a non-executive Director,
was interested in 159,180,726 Shares through Gainhigh
Holdings Limited (“Gainhigh”). 100% of the issued share
capital of Gainhigh was held by Insula Holdings Limited, a
company wholly-owned by Mr. Ko Chun Shun, Johnson.

(1) FTEBEXEREAQDAFPTEETEHRLEESE
i Jade Passion Limited ([Jade Passion])
71,342,976,0000% iz 10 + # B % = > Key
Imagination Limited ([ Key Imagination]) #E
B Jade PassionB #ITRA273.21% » £
SRMERERAA(TEHESRIZER D BB Key
Imagination B #TIRARZ 91% > ME# L EHE
EERESMEREBITRAZ70.15% °

(2) ARATBFHITESSIRIE L EE B Gainhigh
Holdings Limited ([ Gainhigh 1) % 159,180,726
AP A o M Insula Holdings Limited
(HEEE2EHEEB)IFE Gainhighz100% 2
BITRA -
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Other Information
H &R

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS (Continued)

BEERFTETHAERARQTHEHE
BB R - HERORESFHES
2B BB (E)

RIEESEE RS REERO 2 HFR -

Long positions in the shares and the underlying
shares of associated corporations:

Number of Shares held
in Associated Corporation

REBEZEFRERHHE

Name of Associated Name of Percentage of
Corporation Director Capacity/Nature of Interests Long position  shareholding
MR L B & R EEfE 54 EEME 3 BFRESL
Yunfeng Financial Mr. Yu Feng Beneficial owner/Beneficial 94 70.15%
Holdlngs Limited _Hi\r]tgrest o
ERSRERBRAT REERE BREBA BRER
Key Imagination Mr. Yu Feng Held by controlled corporation/ 9,100 91%
Limited (Note 1) Corporate interest .
EHEE(FFE1) BZESEERELEER
Mr. Huang Xin Held by controlled corporation/ 900 9%
(Note 2) Corporate interest
BEEE(HH2) EEx}’*%l ~EBEE/LEER
Jade Passion Limited Mr. Yu Feng Held by controlled corporation/ 7,321 73.21%
(Note 1) Corporate interest
B#EE(MFZ1) BIENEZESE/LEER
Notes: BtEE -
(1) Mr. Yu Feng, chairman of the Group and non-executive (1) XEBEXTRERFAQAAFPTEETEHTE

Director, was interested in 9,100 shares, representing 91%
of equity interest in Key Imagination through YFHL, the
substantial shareholder of the Company. Mr. Yu Feng was
also interested in 7,321 shares, representing 73.21% of
equity interest in Jade Passion through Key Imagination.
Both Key Imagination and Jade Passion are substantial
shareholders of the Company.

Mr. Huang Xin, an executive Director, is the sole
shareholder of Perfect Merit Limited which owns 900
shares, representing 9% of equity interest in Key
Imagination.

Save as disclosed above, as at 30 June 2018, none
of the Directors and chief executives of the Company
and/or any of their respective associates had any
interest or short position in the shares, underlying
shares or debentures of the Company and/or any of
its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required
to be kept by the Company under Section 352 of the
SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to Part XV of the SFO or

BRALNAZEERREES BER R Key
Imagination# 74&9,1008 & 0 {GKey
Imagination 2 91% & #& o E# 54 T HEB Key
Imagination  Jade Passion# 57,321 &
> {hJade Passionz73.21% 8 # o Key
Imagination & Jade Passion ¥ B AT Z2FE
BRI °

(2 ARATRZHITESEF KL APerfect Merit
Limited = M — B% 3R  Perfect Merit Limited

% & Key Imagination 9008 B 13 @ 15 Key
Imagination Z 9% B #& -
BREXFIEZEEN R=ZFE-—NFRA=T

B BEAQXFESERIBETHRAER HE
ARERHACHBEATREARTR SHEEM
B EE(EEZRBERPEKRMNEXVER) 2
B HERASESTEEFTMACEERA

NEAARBERZRPERAEI2FFEZE
R RERBEFSRHEHRHEXVERH

ARNBRAZEESTRC NER DT REEZFT
ZHERBKE o

the Model Code adopted by the Company.

ERSRMEBREARAT
- \FHhHERE



18

LONG-TERM INCENTIVE SCHEMES

The Company has adopted the share option scheme
and share award schemes to recognise the
contributions of certain employees and help to
retain them for the Group’s operations and further
development.

Share Option Scheme

A share option scheme (the “Share Option Scheme”)
was adopted by the Company on 21 July 2011 with
a useful life of ten years from the date of adoption.
Summary of the Share Option Scheme is set out in
the 2017 annual report.

During the six months ended 30 June 2018, no share
options had been granted and as at 30 June 2018, no
share options were outstanding.

Share Award Schemes

The Board had approved the adoption of two share
award schemes respectively on 30 October 2014 (the
“2014 Share Award Scheme”) and on 12 December
2016 (the “2016 Share Award Scheme”).

The maximum number of shares that can be issued or
purchased under the 2016 Share Award Scheme and
the 2014 Share Award Scheme is 10% of the Shares
in issue from time to time (i.e. 242,332,639 Shares,
representing 10% of total issued Shares as at the
date of this report).

2014 Share Award Scheme

Since the date of adoption of 2014 Share Award
Scheme (i.e. 30 October 2014) (the “2014 Adoption
Date”) and up to the date of this report, a total of
9,330,239 Shares have been awarded under the 2014
Share Award Scheme, representing about 2.09% of
the total number of Shares in issue as at the 2014
Adoption Date and about 0.39% of the total issued
Shares as at the date of this report.

During the six months ended 30 June 2018, no
Shares had been granted under the 2014 Share Award
Scheme and as at 30 June 2018, 26,667 Shares were
held by the trustee under the 2014 Share Award
Scheme.

Other Information
H &R
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LONG-TERM INCENTIVE SCHEMES
(Continued)

2016 Share Award Scheme

Since the date of adoption of 2016 Share Award
Scheme (i.e. 12 December 2016) (the “2016 Adoption
Date”) and up to the date of this report, 9,330,239
Shares have been awarded pursuant to the 2014
Share Award Scheme while 43,040,000 Shares have
been awarded pursuant to the 2016 Share Award
Scheme, representing in aggregate about 2.18% of
the total number of Shares in issue as at the 2016
Adoption Date and about 2.16% of the total issued
Shares as at the date of this report.

During the six months ended 30 June 2018,
22,850,000 Shares had been awarded under the 2016
Share Award Scheme. Among these shares, a total of
18,550,000 Shares were awarded to Ms. Li Ting, being
the executive Director and chief executive officer of
the Company, and the Shares had been fully vested
as at 30 June 2018. As at 30 June 2018, 15,395,000
Shares were held by the trustee under the 2016 Share
Award Scheme. Details of movements in the number
of shares awarded under the 2016 Share Award
Scheme are disclosed in Note 27(ii) to the condensed
consolidated interim financial report.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed in this report, at no time during the
six months ended 30 June 2018 was the Company,
or any of its subsidiaries or associated corporations,
a party to any arrangement to enable the Directors
(including their respective spouses and children
under the age of 18) to acquire benefits by means of
the acquisition of the shares or debentures of, the
Company or any other body corporate.
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Other Information

SUBSTANTIAL SHAREHOLDERS’ AND FERRRHEMATARG 2ERE
OTHER PERSONS’ INTERESTS IN SHARES

As at 30 June 2018, the Company had been notified RZE-NEXRB=1H  XQAAEANETH
of the following substantial shareholders’ and FERREREMAL#ERZ  DRBEIFSRHE
other persons’ interests, being 5% or more of the &5 2E 336 IR FER B RMAZARD T E 1T

Company’s issued shares that are recorded in the PR 5% R £ 2R o
register under Section 336 of the SFO.

Number of Shares held

Frs R EE
Percentage of
Name of Substantial Shareholder Capacity/Nature of interests Long position  shareholding
TERRHE 5 RatE we FRESL
Mr. Yu Feng (Note 1) Held by controlled corporation/ 1,342,976,000 55.42%
B EE (HE1) Corporate interest
mZEGEEEE LEER
Yunfeng Financial Holdings Limited (Note 1) Held by controlled corporation/ 1,342,976,000 55.42%
ERCREREROR(MF1) Corporate interest
MZEEEERE CEEES
Key Imagination Limited (Note 1) (&£ 1) Held by controlled corporation/ 1,342,976,000 55.42%
Corporate interest
M2 EGEEREE EEER
Jade Passion Limited (Note 1) (#fit 1) Beneficial owner/Beneficial interest ~ 1,342,976,000 55.42%
ERBEBEABRER
Massachusetts Mutual Life Insurance Held by controlled corporation/ 800,000,000 33.01%
Company (Note 2) (f1z£2) Corporate interest
MR EEREE FEER
MassMutual International LLC Beneficial owner/Beneficial interest 800,000,000 33.01%
(Note 2) (fizt2) BRBEBABRER
Ms. Lian Yi (Note 3) Held by controlled corporation/ 167,872,000 6.93%
BE (M 3) Corporate interest
M EGEEREELEER
Clear Expert Limited (Note 3) (#fz£3) Held by controlled corporation/ 167,872,000 6.93%
Corporate interest
mE R EEEE  ZEER
Violet Passion Holdings Limited Beneficial owner/Beneficial interest 167,872,000 6.93%
(Note 3) (f1z 3) BREAA BRER
Mr. Ko Chun Shun, Johnson (Note 4) Held by controlled corporation/ 159,180,726 6.57%
BIRIBLE (Hat4) Corporate interest
M EGEEEE LEER
Insula Holdings Limited (Note 4) (#z£4) Held by controlled corporation/ 159,180,726 6.57%
Corporate interest
mZEGEEEE LEER
Gainhigh Holdings Limited (Note 4) (#/i4) Beneficial owner/Beneficial interest 159,180,726 6.57%

BERBEBABiER

YUNFENG FINANCIAL GROUP LIMITED
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS IN SHARES
(Continued)

Notes:

(1) Mr. Yu Feng, chairman of the Group and a non-executive
Director was interested in 1,342,976,000 Shares through
Jade Passion, a company which is owned as to 73.21%
of its issued share capital by Key Imagination. 91% of the
issued share capital of Key Imagination is owned by YFHL,
the issued share capital of which in turn, is owned as to
70.15% by Mr. Yu Feng.

(2) MassMutual International LLC was interested in
800,000,000 shares, being the consideration shares to be
allotted and issued to MassMutual International LLC upon
completion of the Acquisition (refer to the circular of the
Company dated 21 December 2017 for the definition).
Massachusetts Mutual Life Insurance Company is the sole
member of MassMutual International LLC.

(3) Ms. Lian Yi was interested in 167,872,000 Shares
through Violet Passion Holdings Limited, a wholly-owned
subsidiary of Clear Expert Limited, which in turn is a
company wholly-owned by Ms. Lian Yi.

(4)  Mr. Ko Chun Shun, Johnson, a non-executive Director,
was interested in 159,180,726 Shares through Gainhigh.
100% of the issued share capital of Gainhigh was held by
Insula Holdings Limited, a company wholly-owned by Mr.
Ko Chun Shun, Johnson.

Save as disclosed above, as at 30 June 2018, there
were no other persons who had an interest or short
position in the shares or underlying shares of the
Company which would fall to be disclosed to the
Company under divisions 2 and 3 of the SFO, or
which were recorded in the register to be kept by the
Company under Section 336 of the SFO.

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

During the six months ended 30 June 2018, other
than acting as an agent for clients of the Group and
purchase of a total of 19,952,000 Shares on the
market as well as from independent third parties
by trustee under the 2016 Share Award Scheme,
neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the listed
securities of the Company.
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CORPORATE GOVERNANCE

During the six months ended 30 June 2018, the
Company has complied with the applicable code
provisions of the Corporate Governance Code
(the “CG Code”), as set out in Appendix 14 to the
Listing Rules, except for certain deviations which are
summarised below:

(a)

(b)

Code Provision A.4.1

Code provision A.4.1 provides that non-executive
directors should be appointed for a specific term,
subject to re-election. The Company deviates
from this provision because the non-executive
Directors and independent non-executive
Directors do not currently have specific terms of
appointment. However, the articles of association
of the Company states that one-third of the
Directors for the time being or, if the number is
not a multiple of three, then, the number nearest
to but not less than one-third, shall retire from
office by rotation, provided that every Director
shall be subject to retirement by rotation at least
once every three years at each annual general
meeting, and offer themselves for re-election.
As such, the Board considers that sufficient
measures have been put in place to ensure
the Company’s corporate governance practice
in this aspect provides sufficient protection
for the interests of shareholders to a standard
commensurate with that of the code.

Code Provision C.2.5

Internal audit is regarded as the third line of
defence in the Group’s risk management and
internal control systems and therefore the
importance of such is highly regarded. Currently,
there is no dedicated personnel for the internal
audit function, internal reviews are carried
out in lieu of internal audit jointly by various
control functions in line with internal policies
and procedures that have been formulated and
established. Internal reviews are conducted quite
frequently, details of which are disclosed in the
section headed “Risk Management and Internal
Control” of the corporate governance report
included in the 2017 annual report. The Group
also relies on any reports from the external audit
to management and the Audit Committee in
relation to any detected significant deficiencies in
the Group’s internal control system.

Other Information
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CODE OF CONDUCT FOR SECURITIES
TRANSACTIONS

The Company has adopted the code of conduct
regarding director’s securities transactions with terms
no less exacting than the required standard set out
in the Model Code. Following specific enquiry by the
Company, all the Directors have confirmed that they
have complied with the required standards as stated
in the Model Code throughout the six months ended
30 June 2018.

AUDIT COMMITTEE

The audit committee of the Company is chaired by
Mr. Chu Chung Yue, Howard, with members of Mr. Lin
Lijun and Mr. Qi Daqging. The audit committee of the
Company has adopted the terms of reference which
are in line with the CG Code.

This unaudited condensed consolidated interim
financial report of the Group for the six months
ended 30 June 2018 has been reviewed by the audit
committee of the Company.

CHANGES OF DIRECTORS’ INFORMATION

The change of directors’ information as required to
be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules is set out below:

Mr. Ko Chun Shun, Johnson was appointed as an
executive director of Branding China Group Limited
(stock code: 00863), a company listed on the Stock
Exchange, on 16 April 2018.

Mr. Qi Daqging resigned as an independent non-
executive director of Honghua Group Limited
(stock code: 00196), a company listed on the Stock
Exchange, on 1 January 2018.

Mr. Chu Chung Yue, Howard was appointed as an
independent non-executive director of SHIS Limited
(stock code: 01647), a company listed on the Stock
Exchange, on 30 June 2018.
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REVIEW REPORT TO THE BOARD OF
DIRECTORS OF YUNFENG FINANCIAL
GROUP LIMITED

(Incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out
on pages 26 to 84 which comprises the condensed
consolidated statement of financial position of
Yunfeng Financial Group Limited (the “Company”)
as of 30 June 2018 and the related condensed
consolidated income statement, the condensed
consolidated statement of comprehensive income,
the condensed consolidated statement of changes in
equity and the condensed consolidated statement of
cash flows for the six months period then ended and
explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial
report 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
are responsible for the preparation and presentation
of the interim financial report in accordance with Hong
Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based
on our review, on the interim financial report 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 the interim financial report consists of
making enquiries, primarily of persons responsible
for financial and accounting matters, and applying
analytical and other review procedures. A review is
substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to
obtain assurance that we would become aware of all
significant matters that might be identified in an audit.
Accordingly we do not express an audit opinion.

Review Report
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REVIEW REPORT TO THE BOARD OF
DIRECTORS OF YUNFENG FINANCIAL
GROUP LIMITED (Continued)
(Incorporated in Hong Kong with limited liability)

Conclusion

Based on our review, nothing has come to our
attention that causes us to believe that the interim
financial report as at 30 June 2018 is not prepared, in
all material respects, in accordance with Hong Kong
Accounting Standard 34, Interim financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

17 August 2018
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Condensed Consolidated Income Statement
IGLEEE S €

for the six months ended 30 June 2018 &iZ —ZF—/NENXHA =1 HiE~1EA
(Expressed in Hong Kong dollars) (L& %))

Six months ended 30 June
BZEAA=1THILAKEA
2018 2017
—B-N\F —E—tf
(Unaudited) (Unaudited)
(REEX) (REEHERZ)

Note $°000 $’000
HtaE FHET FHET
Revenue g 4 15,492 9,457
Other operating income and gains  H &= U A Kk = 5 77,458 32,366
Disposal gains of available-for-sale H&R#HESREE WS
financial assets - 869
Net loss on financial assets and RAFEGFTABRZERME
financial liabilities at fair value EremBEZEBTHE
through profit or loss 6 (26,755) (82,588)
Staff costs ETHA (193,677) (122,093)
Depreciation and amortisation R (10,631) (8,134)
Other operating expenses Hith &M (39,945) (62,014)
(178,058) (232,137)
Finance costs ELE=§2 %N 7 (6,649) (3,574)
Net (provision)/reversal for BEEBEZ (BE)
impairment loss EEFE 7 (602) 1
Loss before taxation R AR B 7 (185,309) (235,710)
Income tax Frig%t 8 (970) (989)
Loss for the period AHEEE (186,279) (236,699)
Loss for the period attributable AR EE
to:
— Equity shareholders of the — RAAREREFEA
Company (186,279) (236,554)
— Non-controlling interests — FERER - (145)
(186,279) (236,699)
Loss per share attributable to RATEEEFEEAELER
equity shareholders of the 58
Company
Basic and diluted (HK cents) BEARREEEW) 9 (7.8) (9.8)
The notes on pages 33 to 84 form part of this interim F3B3BEZE8ABE ZMfisEARA P ER B IR & —
financial report. I o
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Condensed Consolidated Statement of Comprehensive Income
HAGRE 2 HEWE R

For the six months ended 30 June 2018 & Z ==

—NFEXA=1HIEAEA

(Expressed in Hong Kong dollars) (L{E#%)75)

Six months ended 30 June
BEANA=1THILAEA

Loss for the period

Other comprehensive income for the
period

Iltem that will not be reclassified
subsequently to profit or loss

Equity investment at fair value through
other comprehensive income-net
movement in fair value reserve
(non-recycling)

Items that may be reclassified
subsequently to profit or loss:

Exchange differences arising on
translation of results of foreign
operations

Available-for-sale financial assets:
Change in fair value recognised
during the period (note)

Available-for-sale financial assets:
Reclassification adjustment for
amounts transferred to profit of loss

Total comprehensive income for the
period

Total comprehensive income for the
period attributable to:

— Equity shareholders of the Company

— Non-controlling interests

Note: This amount arose under the accounting policies
applicable prior to 1 January 2018. As part of the opening
balance adjustments as at 1 January 2018 the balance
of this reserve has been reclassified to fair value reserve
(non-recycling) and will not be reclassified to profit or loss

in any future periods. See note 3

The notes on pages 33 to 84 form part of this interim

financial report.

EESREBREARAT
—E-N\FhlERE

2018 2017
—E-N\F —E—tF
(Unaudited) (Unaudited)
(REEZ) (RETEZ)
$°000 $°000
FETT FET
AEREEE (186,279) (236,699)
ZHA R 2 W S
HEFEHPEEERZ
EE :
BREMGSREDAFEET
HRERE — A EREF
REN (R EH D)
(2,968) —
HERNEHPEEEREZ
HE
BEINEEREEEEZ
R EH
(959) 802
THHEESRERE :
RERRE A ENEE ()
- 14,333
AHEESHERE
EFpEAREA
BRE5 - (869)
AE R E NS ARE
(190,206) (222,433)
AR KA
— RAREREFEA (190,206) (222,323)
— RS - (110)
(190,206) (222,433)
i ZeHEBRE2018F1 A1 B2 EANETK
EELE o ER2018F1 A1 BHABERAZEN
—D  ZEELHECEFIEALTEER
(FAEHHE)  EARTESEHHEE EAH
BB FISEE - B3
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Condensed Consolidated Statement of Financial Position

fER AR & B # AR R R

At 30 June 2018 R=ZFE—NFEANHA=1+H

(Expressed in Hong Kong dollars) (L{E#%)75)

At 30 June At 31 December
2018 2017
RZB-N% RIE-t%
RAZTH tT=B=+-AR
(Unaudited) (Audited)
(REEK) (KEH)
Note $°000 $000
izt FET FET
Non-current assets FRBEE
Property and equipment MERZ 12 13,255 17,035
Gooduwill and other intangible assets HERAMEREE 12 31,861 36,110
Other non-current assets HttERBEE 14 11,119 9,160
Available-for-sale financial assets THEEPRER 15 - 565,507
Financial asset at fair value through other comprehensive B ATEFARM2ENE 2
income SREE 16 74,017 =
Financial assets at fair value through profit or loss BRAVEGIABRZEREE 17 622,195 -
Interest in an associate iNEAUNETpA 3 18 59,255 -
Deferred tax asset ERREERE 698 _
Totalnon-currentassets  FREEEAE 8240 627812
Current assets RBEE
Available-for-sale financial assets AEHESHEE 15 - 326,691
Financial assets at fair value through profit or loss RATES A\ BRZCRER 17 445,411 5,936
Note receivable EKE 78,466 =
Amount due from a joint venture EHAENRZRE 2,073 -
Accounts receivable and accrued income BT RE KA 19 33,570 74,238
Other receivables, deposits and prepayments HitEKFE » ke RENTE 20 62,603 65,652
Bank balance — trust and segregated accounts RITER - GRARBLERP 21 373,376 340,029
Fixed bank deposits with original maturity over 3 months ~ HIHIHIRER=EANERTES
ek 21 520,042 1,580,313
Cash and cash equivalents ReRBEEERE 21 2,662,435 2,182,374
Totalcurrentassets  HWE®E#E e 457528
Current liabilities REBEE
Accounts payable R 22 387,119 452,575
Accrued expenses and other payables st ERRE M EATE 23 68,776 101,890
Financial liabilities at fair value through profit or loss ROTEGAEG 2 EREE 24 79,177 78,063
Obligation under finance lease HENEEE 25 7,722 7,694
Current taxation EHHE 43,909 44,259
Total current liabilities RBAEAE 586,703 684,481
Net current assets RHEERE 3,591,273 3,890,752

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2018



Condensed Consolidated Statement of Financial Position
SRR 4R S B AR R &

At 30 June 2018 R=F—NFAA=+H
(Expressed in Hong Kong dollars) (L{E#%)75)

At 30 June At 31 December
2018 2017
R=B-N§ R-B-tf
RA=TA +ZA=1+-H

(Unaudited) (Audited)
(REER) (KEH)
Note $°000 $000
izt TiEx FET
Non-current liabilities ok )=N
Financial liabilities at fair value through profit or loss BRAVEGIABRZEREE 24 444,839 363,677
Obligation under finance lease HEREER 25 11,188 15,378
Deferred tax liabilities EEHEERE 177 177
Total non-current liabilities FhBaELE 456,204 379,232
NET ASSETS BEFE 3,947,469 4,139,332
EQUITY B
Share capital R 26 4,629,094 4,629,094
Other reserves HitffE (681,625) (489,762)
3,947,469 4,139,332
Non-controlling interests FERER - _
TOTAL EQUITY ERAE 3,947,469 4,139,332
The notes on pages 33 to 84 form part of this interim 5533 E £ 84 H < MtstH A A B B 75 3R &5 —
financial report. i
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Condensed Consolidated Statement of Cash Flows
EBHSSRERER

For the six months ended 30 June 2018 B Z_=F—/\EXNHA=+ HIE~EA
(Expressed in Hong Kong dollars) (L{E#%)75)

Six months ended 30 June
BZA~A=1+HIEAEAR
2018 2017
—F-N\F —ZT—tF
(Unaudited) (Unaudited)
(REER) (REERZ)

$°000 $°000
FET FET
Net proceeds from acquisition and HEZRAFEFABRZ
disposal of financial assets at fair TRMEEZMEFEE
value through profit or loss 2,612 122,797
Increase in loan receivables FEUW & SR8 N - (77,805)
Increase in third-party interests in EfESPE=SREIEM
consolidated funds 53,705 23,155
Other cash flows arising from operating && FEFEE2HMRESR
activities (213,676) (142,034)
Net cash used in operating activities K& FZEMEACRESTE (157,359) (73,887)
Investing activities REES
Fixed deposits placed with banks RALBITEHRER 1,058,850 (1,247,738)
Proceed from disposal of financial BROAFEFTAEBEZCZEREE
assets at fair value through profit or HEATHEESREEN
loss/available-for-sale investments T8 FkIE (L)
(Note) 224,008 40,865
Purchase of financial assets at fair value BERAFEFABZREZ
through profit or loss/available-for- eRMEE MHEE
sale investments (Note) SHMEEMNFIE(F) (484,745) (667,306)
Proceed from disposal of a subsidiary HEMB AR MSRIE - 800
Purchase of note investment BEEERE (156,932) -
Proceed from redemption of note HEEERE
investment 78,466 =
Other cash flows arising from investing H#REFTEBFEEZRESR
activities 9,032 18,396
Net cash generated from/(used in) RETEFMELE (A2
investing activities HEFHE 728,679 (1,854,983)
Note: This amount arose under the accounting policies i ZE2EEIRIE2018FE1 A1 B 2B AN =K
applicable prior to 1 January 2018. As part of the opening RFEE - EA2018F1 B 1B HIFIREEAEN
balance adjustments as at 1 January 2018 the balance — My AHHERENRECEF2BEAUD
of available for sale investments has been reclassified AREEFTEEESFH T AEBZINEREE - 1HE
to financial asset at fair value through profit or loss. The S REENHEBRESRETHHBREARETE

related cashflow activities of the related financial assets
are considered as investing activities.

EESREBREARAT
—E-N\FhlERE
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Condensed Consolidated Statement of Cash Flows

FRGERERER

For the six months ended 30 June 2018 B Z_=F— \EXNHA=+ HI1E~EA
(Expressed in Hong Kong dollars) (L& %))

Six months ended 30 June
BZA~A=1+HIEAEAR
2018 2017
—F-N\F —ZT—tF
(Unaudited) (Unaudited)
(REER) (REERZ)

Note $°000 $’000
Bt FET FET
Financing activities mEES
Repurchase of shares held under BRI 17 Bt 2
share award scheme HE R G (110,209) —
Proceeds from issue of preference MiBFAFTRTEERZ
shares by a subsidiary s RUFEE 25,769 120,265
Other cash flows arising from RMETEIEEZ
financing activities HMBE &R (4,472) (498)
Net cash (used in)/generated BEEET(FER), EEZ
from financing activities HERE (88,912) 119,767
Net increase/(decrease) in cash BRERRELZEEERZ
and cash equivalents ®win G FE 482,408 (1,809,103)
Cash and cash equivalents R—BA—BzEER
at 1 January HEEEER 2,182,374 3,640,494
Effect of foreign exchange
rate changes Exgm o8& (2,347) 560
Cash and cash equivalents RAB=+HAZEER
at 30 June HEEEER 21 2,662,435 1,831,951

The notes on pages 33 to 84 form part of this interim
financial report.
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Notes to the condensed consolidated interim financial report

B4R & H B 7 R o5 B &

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

GENERAL INFORMATION

Yunfeng Financial Group Limited is a limited
liability company incorporated in Hong Kong,
the shares of which are listed on The Stock
Exchange of Hong Kong Limited. The condensed
consolidated interim financial report for the
period ended 30 June 2018 comprises the
Company and its subsidiaries (collectively the
“Group”) and the Group’s interest in an associate
and a joint venture.

The condensed consolidated interim financial
report is unaudited, but has been reviewed by the
Company’s audit committee and the Company’s
independent auditor, KPMG, in accordance with
the 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”). KPMG’s
independent review report to the Board of
Directors is included on pages 24 and 25. This
condensed consolidated interim financial report
has been approved for issuance by the Board on
17 August 2018.

The financial information relating to the
financial year ended 31 December 2017 that
is included in the interim financial report as
comparative information does not constitute
the Company’s statutory annual consolidated
financial statements for that financial year but is
derived from those financial statements. Further
information relating to these statutory financial
statements disclosed in accordance with section
436 of the Hong Kong Companies Ordinance
(Cap. 622) is as follows:

The Company has delivered the financial
statements for the year ended 31 December 2017
to the Registrar of Companies in accordance with
section 662(3) of, and Part 3 of Schedule 6 to,
the Hong Kong Companies Ordinance.

The Company’s auditor has reported on those
financial statements. The auditor’s report was
unqualified; did not include a reference to any
matters to which the auditor drew attention by
way of emphasis without qualifying its report;
and did not contain a statement under section
406(2), 407(2) or (3) of the Hong Kong Companies
Ordinance.
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Notes to the condensed consolidated interim financial report
B4R S P BB IS 3R S B =

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

2 BASIS OF PREPARATION

(a)

(b)

(c)

Statement of compliance

The condensed consolidated interim
financial report for the six months ended 30
June 2018 has been prepared in accordance
with the applicable disclosure provisions
of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited, including compliance with
Hong Kong Accounting Standard (“HKAS”)
34, Interim financial reporting, issued by
the HKICPA. The condensed consolidated
interim financial report should be read
in conjunction with the Group’s audited
consolidated financial statements for the
year ended 31 December 2017, which
have been prepared in accordance with
Hong Kong Financial Reporting Standards
(“HKFRSs”).

Basis of measurement

The measurement basis used in the
preparation of the condensed consolidated
interim financial report is the historical cost
basis except that financial assets at fair
value through profit or loss are stated at
their fair values.

The condensed consolidated interim
financial report is presented in Hong Kong
dollars (“HKD”), and all values are stated
to the nearest thousand (HK$’000s), unless
otherwise stated.

Use of estimates and judgements

The preparation of condensed consolidated
interim financial report in conformity with
HKAS 34 requires management to make
judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets, liabilities,
income and expenses on a year to date
basis. The estimates and associated
assumptions are based on historical
experience and various other factors that
are believed to be reasonable under the
circumstances, the results of which form
the basis of making the judgements about
carrying values of assets and liabilities
that are not readily apparent from other
sources. Actual results may differ from these
estimates.
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(c)

BHIEH

FEEZZE-NFAB=THIRX
B8R zEBEREPHMBRE IR
BAERBBEXZMBERLARES
EmRA) 2 ERABERIER
BERERBETMASHEMZ
(BBEFTER)E345 » PHE
WS - AERGREPHMBEHS
EHEASEEHEZE-Z-—tF+=A
St-PRLEFEZRERESUHK
BROBRBETEVBRELENFER)
—GHBIE -

SHREE

RSB AR S B B S R 5 T R
Azt BREEREERAREE - H
BAVEFABEZEREETNR
DNFESIR -

REPERE PR BHRETI LB T
(BT  BREEHRAEN
FrE8EGUREIL 2 TA(TE
JT)BE °

A 13 R

RANSE BT EREIMR 2
ARG S MRS BEE
AL FE - A REBR - BEH
i A RBREFESTERERZ
BARFANZESHEE  BfF - |
ARRXZ2HR T - 2E M5t
REBEBRRLTBEERNBEERKR
HEABEBERTHRARSEZS
BEE - emESHEARELHE M
REBECEEREBEZREAEZ
%E’E c BRERINSHRNZEM

YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2018



Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

BASIS OF PREPARATION (Continued)

(c) Use of estimates and judgements
(Continued)

The estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in
the period in which the estimate is revised
if the revision affects only that period, or in
the period of the revision and future periods
if the revision affects both current and future
periods.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in preparing the
condensed consolidated interim financial report
are the same as those applied in preparing the
consolidated financial statements for the year
ended 31 December 2017, as disclosed in the
annual report and financial statements for the
year ended 31 December 2017 except for the
following which are first time being applied for
the period:

Joint venture

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement
have rights to the net assets of the joint
arrangement. Joint control is the contractually
agreed sharing of control of an arrangement,
which exists only when decisions about the
relevant activities require unanimous consent of
the parties sharing control.

When the Group ceases to have joint control
over a joint venture, it is accounted for as a
disposal of the entire interest in that investee,
with a resulting gain or loss being recognised in
profit or loss. Any interest retained in that former
investee at the date when significant influence is
lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of
a financial asset.

When an investment in a joint venture is held by,
or is held indirectly through, a group entity that is
a venture capital organisation and similar entities,
the Group may elect to measure investments in
those associates and joint ventures at fair value
through profit or loss in accordance with HKFRS
9 Financial instruments.
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B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint venture (Continued)

The HKICPA has issued the following amendments
to HKFRSs that are first effective for the current
accounting period of the Group and the Company
with the following amendments considered
relevant to the Group:

— Amendments to HKAS 9, Financial
instruments

The Group has not applied any new standard
or interpretation that is not yet effective for
the current accounting period, except for the
amendments to HKFRS 9, Prepayment features
with negative compensation which have been
adopted at the same time as HKFRS 9. The
Group has not applied any other new standard
or interpretation that is not yet effective for the
current accounting period.

The Group has been impacted by HKFRS 9 in
relation to classification of financial assets and
measurement of credit losses. Details of the
changes in accounting policies are discussed
below.

Under the transition methods chosen, the
Group recognises cumulative effect of the initial
application of HKFRS 9 as an adjustment to the
opening balance of equity at 1 January 2018.
Comparative information is not restated. The
following table gives a summary of the opening
balance adjustments recognised for each line
item in the consolidated statement of financial
position that has been impacted by HKFRS 9 and
also the Group’s financial assets under HKAS
39 and reconciles the carrying amounts of those
financial assets determined in accordance with
HKAS 39 to those determined in accordance with
HKFRS 9.
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Notes to the condensed consolidated interim financial report
GRS P MR E N

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

3 SIGNIFICANT ACCOUNTING POLICIES 3
(Continued)

Joint venture (Continued)

The following table shows the original
measurement categories for each class of the
Group’s financial assets under HKAS 39 and
reconciles the carrying amounts of those financial
assets determined in accordance with HKAS 39
to those determined in accordance with HKFRS

TESTEER#E)

¥R (&)

TREREBETEAFEIRTAEH
ERTHMEENRATEER  LHR
BEBEFEAFEIREENESHEE
MERMERRBEEBMBHRELERE9
REENERER

9:
Impact on initial application of HKFRS9
BOSERERNERSENZ ORI E
At 31 December At 1 January
2017 Reclassification ~ Remeasurement 2018
RZE-t& RZE-NE
tZA=1-A EfoERE ENfiE -A-H
$1000 $1000 $1000 $1000
FAT FEr FET FEL
Financial assets carried at BBEHAZEREE
amortised cost
Current i
Other receivables RN 58,718 - (1,143) 57,575
Bank balance— trust and segregated RT6H - RERBLER
account 340,029 - 37) 339,992
Fixed bank deposit with original maturity ~ HHBRER=ERNRTESER
over 3 months 1,580,313 - (1,813) 1,578,500
Cash and cash equivalents BeRESZEER 2,182,374 - (697) 2,181,677
Financial assets measured at FVOCI EAVE A2EGSUEZEREE
(non-recycling) (‘FVOCI’) (TFvocI))(F T &% 2 8)
Non-current Eit )
— perpetual capital (note) - XEEA W) - 76,989 - 76,989
Financial assets carried at FVPL BATEHARRZSHEE(FVPL))
(“FVPLY)
Fund investment REES
— current -78 - 326,601 - 326,691
— non-current o Vit - 295,797 - 295,797
Non-current credit link obligation notes B AHEZE - 192,721 - 192,721
Financial assets classified as avallable-for-  HKAS 39 At E4RIER
sales investment under HKAS 39
— current -ha 326,691 (326,691) - -
— non-current -¥r8 565,507 (565,507) - -
Deferred tax asset EEHEEE - - 609 609
Reserves fifh (489,762) - (3,081) (492,843)
Total equity: B 4,130,332 - (3,081) 4,136,251
Note: Under HKAS 39, equity securities not held for Kiat . BIEEESTEREI9Y » EFEES

trading were classified as available-for-sale financial
assets. These equity securities are classified as
at FVPL under HKFRS 9, unless they are eligible
for and designated at FVOCI by the group. At 1
January 2018, the group designated its investment
in perpetual capital at FVOCI (non-recycling), as the
investment is held for strategic purposes.
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(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

3 SIGNIFICANT ACCOUNTING POLICIES 3

TESTEER#E)

(Continued)

Joint venture (Continued)

The following table summarises the impact of TRAZLETHR2018F1B1BBEER
transition to HKFRS 9 on accumulated loss and B EREEAEIRYRATEERRGE
reserves and the related tax impact at 1 January HEREERIESE o
2018.
Accumulated loss $°000
Z5tEE FET
Transferred from fair value reserve B ELUR DA FEFABRTTEN

(recycling) relating to financial assets TREEN(AIEHNZE) AREE

now measured at FVPL fEREER 15,002
Recognition of additional expected credit MRLUEMBRATTENEREEN

losses on financial assets measured at FEIMEHE B K

amortised cost (3,690)
Deferred tax IEFER I8 609
Net decrease in accumulated loss RZE—-NF-A—HEFEE

at 1 January 2018 /JEJZQ*%% 11,921
Fair value reserve (recycling) $’000
REEMFHE (TEHSHE) FET
Transferred to retained earnings relating EBZRAEUIRAFEFTABEE

to financial assets now measured at M &R E EMBER R D BLFE

FVPL (15,002)
Transferred to fair value reserve (non- B EHEIEE IR AFEFTARM

recycling) relating to equity securities ZHEREFTENRAEFEBH

now measured at FVOCI (TAIEFHE) AAEERE 684
Net decrease in fair value reserve R-E-—N\F—A—HREEHRH#HE

(recycling) at 1 January 2018 (TE%J?A*E)/FX’J“}%‘%E (14,318)
Fair value reserve (non-recycling) $’000
REEMRFE(TAIEH2E) FET
Transferred from fair value reserve REEUREEHFEE(TEHIH)

(recycling) relating to equity securities RAZEZHBEN A ABEREER

now measured at FVOCI and decrease EBD (FOE#H D ’\* 5) A REERE

in fair value reserve (non-recycling) (684)

YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2018



Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Further details of the nature and effect of the
changes to previous accounting policies and the
transition approach are set out below:

Classification of financial assets and financial
liabilities

HKFRS 9 categories financial assets into three
principal classification categories: measured
at amortised cost, at FVOCI| and FVPL. These
supersede HKAS 39’s categories of held-to-
maturity investments, loans and receivables,
available-for-sale financial assets and financial
assets measured at FVPL. The classification
of financial assets under HKFRS 9 is based on
the business model under which the financial
asset is managed and its contractual cash flow
characteristics.

Non-equity investments held by the group are
classified into one of the following measurement
categories:

— amortised cost, if the investment is held
for the collection of contractual cash flows
which represent solely payments of principal
and interest. Interest income from the
investment is calculated using the effective
interest method,;

— FVOCI - (recycling), if the contractual cash
flows of the investment comprise solely
payments of principal and interest and the
investment is held within a business model
whose objective is achieved by both the
collection of contractual cash flows and
sale. Changes in fair value are recognised
in other comprehensive income, except for
the recognition in profit or loss of expected
credit losses, interest income (calculated
using the effective interest method) and
foreign exchange gains and losses. When
the investment is derecognised, the amount
accumulated in other comprehensive income
is recycled from equity to profit or loss; or

— FVPL, if the investment does not meet the
criteria for being measured at amortised cost
or FVOCI (recycling). Changes in the fair
value of the investment (including interest)
are recognised in profit or loss.
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Classification of financial assets and financial
liabilities (Continued)

An investment in equity securities is classified
as FVPL unless the equity investment is not held
for trading purposes and on initial recognition
of the investment the group makes an election
to designate the investment at FVOCI (non-
recycling) such that subsequent changes in fair
value are recognised in other comprehensive
income. Such elections are made on an
instrument-by-instrument basis, but may only be
made if the investment meets the definition of
equity from the issuer’s perspective. Where such
an election is made, the amount accumulated in
other comprehensive income remains in the fair
value reserve (non-recycling) until the investment
is disposed of. At the time of disposal, the
amount accumulated in the fair value reserve
(non-recycling) is transferred to retained
earnings. It is not recycled through profit or loss.
Dividends from an investment in equity securities,
irrespective of whether classified as at FVPL or
FVOCI (non-recycling), are recognised in profit or
loss as other income.

Under HKFRS 9, derivatives embedded in
contracts where the host is a financial asset in
the scope of the standard are not separated from
the host. Instead, the hybrid instrument as a
whole is assessed for classification.

Opening balance adjustment
Credit losses

HKFRS 9 replaces the “incurred loss” model in
HKAS 39 with the expected credit loss (“ECL”)
model. The ECL model requires an ongoing
measurement of credit risk associated with a
financial asset and therefore recognises ECLs
earlier than under the “incurred loss” accounting
model in HKAS 39.
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(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Opening balance adjustment (Continued)
Credit losses (Continued)

The Group applies the new ECL model to the
following items:

— financial assets measured at amortised cost
(including cash and cash equivalents, trade
and other receivables);

— contract assets as defined in HKFRS 15;

— debt securities measured at FVOCI
(recycling);

— financial guarantee contracts issued; and

— loan commitments issued, which are not
measured at FVPL.

Financial assets measured at fair value, including
units in bond funds, equity securities measured
at FVPL, equity securities designated at FVOCI
(non-recycling) and derivative financial assets,
are not subject to the ECL assessment

Measurement of ECLs

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e.
the difference between the cash flows due to the
group in accordance with the contract and the
cash flows that the group expects to receive).

For undrawn loan commitments, expected cash
shortfalls are measured as the difference between
(i) the contractual cash flows that would be due
to the group if the holder of the loan commitment
draws down on the loan and (ii) the cash flows
that the group expects to receive if the loan is
drawn down.
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(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Opening balance adjustment (Continued)
Measurement of ECLs (Continued)

The expected cash shortfalls are discounted
using the following discount rates where the
effect of discounting is material:

— fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial recognition
or an approximation thereof;

— variable-rate financial assets: current
effective interest rate;

— loan commitments: current risk-free rate
adjusted for risks specific to the cash flows.

The maximum period considered when estimating
ECLs is the maximum contractual period over
which the group is exposed to credit risk. In
measuring ECLs, the group takes into account
reasonable and supportable information that
is available without undue cost or effort. This
includes information about past events, current
conditions and forecasts of future economic
conditions.

ECLs are measured on either of the following
bases:

— 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are
expected to result from all possible default
events over the expected lives of the items
to which the ECL model applies.

Loss allowances for trade receivables and
contract assets are always measured at an
amount equal to lifetime ECLs. ECLs on these
financial assets are estimated using a provision
matrix based on the group’s historical credit loss
experience, adjusted for factors that are specific
to the debtors and an assessment of both the
current and forecast general economic conditions
at the reporting date.
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Opening balance adjustment (Continued)
Measurement of ECLs (Continued)

For all other financial instruments (including loan
commitments issued), the group recognises a
loss allowance equal to 12-month ECLs unless
there has been a significant increase in credit
risk of the financial instrument since initial
recognition, in which case the loss allowance is
measured at an amount equal to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument (including a loan commitment) has
increased significantly since initial recognition,
the group compares the risk of default occurring
on the financial instrument assessed at the
reporting date with that assessed at the date of
initial recognition. In making this reassessment,
the group considers that a default event occurs
when (i) the borrower is unlikely to pay its credit
obligations to the group in full, without recourse
by the group to actions such as realizing
security (if any is held); or (ii) the financial asset
is 90 days past due. The group considers both
quantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information that
is available without undue cost or effort.

In particular, the following information is taken
into account when assessing whether credit
risk has increased significantly since initial
recognition: failure to make payments of principal
or interest on their contractually due dates;

— an actual or expected significant
deterioration in a financial instrument’s
external or internal credit rating (if available);

— an actual or expected significant
deterioration in the operating results of the
debtor; and

— existing or forecast changes in the
technological, market, economic or legal
environment that have a significant adverse
effect on the debtor’s ability to meet its
obligation to the Group.
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Opening balance adjustment (Continued)
Significant increases in credit risk (Continued)

For loan commitments, the date of initial
recognition for the purpose of assessing ECLs
is considered to be the date that the group
becomes a party to the irrevocable commitment.
In assessing whether there has been a significant
increase in credit risk since initial recognition of
a loan commitment, the group considers changes
in the risk of default occurring on the loan to
which the loan commitment relates.

Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis,
the financial instruments are grouped based on
shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The group recognises
an impairment gain or loss for all financial
instruments with a corresponding adjustment to
their carrying amount through a loss allowance
account, except for investments in debt securities
that are measured at FVOCI (recycling), for
which the loss allowance is recognised in other
comprehensive income and accumulated in the
fair value reserve (recycling).

Basis of calculation of interest income on
credit-impaired financial assets

Interest income is calculated based on the gross
carrying amount of the financial asset unless
the financial asset is credit-impaired, in which
case interest income is calculated based on the
amortised cost (i.e. the gross carrying amount
less loss allowance) of the financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of the financial
asset have occurred.
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Opening balance adjustment (Continued)

Basis of calculation of interest income on
credit-impaired financial assets (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default
or delinquency in interest or principal
payments;

— it becoming probable that the borrower
will enter into bankruptcy or other financial
reorganisation;

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; or

— the disappearance of an active market for a
security because of financial difficulties of
the issuer.

Write-off policy

The gross carrying amount of a financial asset
or contract asset is written off (either partially
or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case
when the group determines that the debtor
does not have assets or sources of income that
could generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal
of impairment in profit or loss in the period in
which the recovery occurs.

Opening balance adjustment

As a result of this change in accounting policy,
the group has recognised additional ECLs
amounting to HK$3,690,000, which decreased
retained earnings by HK$3,081,000 and increased
gross deferred tax assets by HK$609,000 at 1
January 2018.

EESREBREARAT
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

3 SIGNIFICANT ACCOUNTING POLICIES 3 TEEHBXRM#E)
(Continued)
Opening balance adjustment (Continued) HAYIEREE AR ()
The following table reconciles the closing loss TREGHREEBSTEREIRN=
allowance determined in accordance with HKAS E—tHE+-A=+—-HEENHRS
39 as at 31 December 2017 with the opening loss ERERBEEBEMBERELEREIR
allowance determined in accordance with HKFRS RSB NFE—BA—HEETHWHEKRERE
9 as at 1 January 2018. BiE o
$’000
FET
Loss allowance at 31 December 2017 RESBETEREIENR =T —tF
under HKAS39 TZB=+—BHBEXERE 34,613
Additional credit loss recognised at RZE-—N\F-A—HBRIANEIMZE
1 January 2018 on: BX:
— Other receivable — H Ath FE R BR X 1,143
— Bank balance — trust and segregate —RITHETF — GERBAKRF
account 37
— Fixed bank deposit with original —ZIEHARR Z R =18 A VR T EHER
maturity over 3 months 1,813
— Cash and cash equivalent —REFREEEY 697
Loss allowance at 1 January 2018 R-ZE—NF—-A—HNBXEE 38,303

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2018



Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

4 REVENUE 4 WzE
The principal activities of the Group are wealth AEBZEIEXRAMEERE  BHFK
management, securities broking, employee stock £ - BIFERFIEE bEMEZH
ownership plan administration, corporate finance REEME REKLEMNEERE -
advisory and investment research, insurance
brokerage and principal investment.
Revenue represents the gross amount recognised KRIEHACHER LT - KEBERAK
during the period. An analysis of the Group’s HEzZREITAOT :
revenue for the period is as follows:
Six months ended 30 June
BEXA=tTHLAKEAR
2018 2017
—E-N\F —ZT—+tHF
$°000 $°000
FHET FBT
Brokerage commission BLEME 2,817 618
Subscription, management and rebate 28 - BEE R E WA
fees income 2,217 1,138
Consultancy and advisory fees BEEREAE 9,865 5,382
Interest income from loan receivables RBEEWERZFI S WA - 2,154
Interest income from clients and other RBEZEF ZF B U A K& HAt
service income &3 ON 593 165
15,492 9,457
5 OTHER OPERATING INCOME AND 5 HiKEWARKSE
GAINS

Six months ended 30 June

BEAA=tHLLAEA

2018 2017

—E-N\F —E—tF

$°000 $°000

FET FET

Bank and other interest income RITREMFIE U A 55,876 27,293

Handling and settlement fees FEEREEER 656 241

Dividend and distribution income BRER DB A 15,588 3,324
Deemed gain from deconsolidation of REHESHIIFHESH

a consolidated fund (note 13) Yt (HfaE 13) 1,538 —

Deemed partial disposal gain of a BRIEEHESNWRIEE

consolidated fund Uk 5 1,168 —

Gain on disposal of a subsidiary HEM B A 8 Uk ES — 800

Other income MERA 2,632 708

77,458 32,366

EESREBREARAT
—E-N\FhlERE
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Notes to the condensed consolidated interim financial report
GRS P MR E N

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

6 NET LOSS ON FINANCIAL ASSETS AND 6 RBRAVEFAERZERMEERS
FINANCIAL LIABILITIES AT FAIR VALUE MEBEZEETE

THROUGH PROFIT OR LOSS

Six months ended 30 June
BEA~A=1THIEAEA

2018 2017
—E-N\F —E—tF
$°000 $°000
FHET FET
Net unrealised gain/(loss) on financial R QA FEFTABREZ
assets at fair value through profit or SREEREBR W
loss (E18) F58
— Investment in unlisted funds — REES® 58 -
— Credit link obligation note — ERBEER (15,025) —
— Over the counter derivative — BARZERMITE
contracts/options IR ERE (49) (1,046)
— Equity investment listed outside — BERENETRERE
Hong Kong (3,209) (15,190)
— Unlisted jointly controlled fund — FLEmHARES
investment HEeRE 112 =
(18,113) (16,236)
Realised gain/(loss) on financial assets R AFEFTABZZERMEE
at fair value through profit or loss EgRkE(FE)
— Investment in unlisted funds —kLEHmES (1,527) —
— Over the counter derivative — BARZERMITE
contracts/options IR ERE 822 —
— Unlisted option issued by a Hong — BB LEWARBRTHIE
Kong listed company EmiERRE - (5,470)
— Exchange traded fund and equity — BRLTRERER
investment listed in Hong Kong REMRZES (772) (59,253)
(1,477) (64,723)
Fair value change of financial liability R AFEFFABZ 2SR
at fair value through profit or loss EEE2Y (7,165) (1,629)
(26,755) (82,588)
48 YUNFENG FINANCIAL GROUP LIMITED
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Notes to the condensed consolidated interim financial report
GRS P MR E N

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

7 LOSS BEFORE TAXATION 7 KRBAIEE

BRBLATAES 1B (B HMBR(BE) T3I&IR):

Loss before taxation is arrived at after charging/
(crediting):

Six months ended 30 June
BZEA~B=1THIEAEA

2018 2017
—E-N\F —E—+tHF
$°000 $°000
FET FET
Finance cost Bl & R A
Finance lease obligation RIEHEE IR 221 401
Preference share liability BEREE 6,418 3,169
Other interest expense H i 5t & B AS 10 4
6,649 3,574
Net provision/(reversal) for FBRESE2RE (Ea)
impairment loss
Provision/ (reversal) for: BE (B8 :
— Other receivables — H{bEURBRRX 142 -
— Account receivables — FEURERFX 61 (1)
— Bank balance — trust and — RITEF — EERBEL
segregated accounts &P 29 =
— Fixed bank deposits with original — FHHARRZ R =@ A W
maturity over 3 months IRITEHFR (393) —
— Cash and cash equivalents - RekREEEER 763 —
602 (1)
Other items Hfhg g
Auditor’s remuneration e N < 1,224 930
Information, data and B BERBMBAX
communication expenses 13,786 16,092
Legal and professional fees EEREXER 8,125 28,113
Operating lease charges in respect MEZKERNER
of properties 14,924 14,151
Net exchange gain 0 5 F AR (7,945) (12,605)

EESREBREARAT
—E-N\FhlERE
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Notes to the condensed consolidated interim financial report
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B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

INCOME TAX 8 FMEH
Six months ended 30 June
BZX<A=t+THLEREAR
2018 2017
—E-N\F —E—+F
$°000 $°000
FHET FET
Tax (credit)/charge for the period EHHEGER) X H
Current tax expense — Hong Kong EMBERE — BBMEH - =
Current tax expense — Overseas EMBEE — BAREHR 1,037 464
Under-provision in respect of prior BAFEREBRR
year 29 _
Deferred taxation IERER IE (89) 525
970 989

The provision for Hong Kong profits tax is
calculated by applying the estimated annual
effective tax rate at 16.5% (2017: 16.5%) to the
six months ended 30 June 2018. Taxation for
overseas subsidiaries is similarly calculated using
the estimated annual effective rates of taxation
that are expected to be applicable in the relevant
countries.

LOSS PER SHARE

The calculation of basic loss per share is based
on the loss attributable to ordinary equity
shareholders of the Company of HK$186,279,000
(2017: HK$236,554,000) and the weighted
average number of shares in issue during the six
months ended 30 June 2018 of 2,391,603,714
(2017: 2,420,145,399).

There were no potential dilutive ordinary shares
for the six months ended 30 June 2018 and six
months ended 30 June 2017, therefore basic loss
per share equals to diluted loss per share.

DIVIDEND

The Board does not recommend the payment of
an interim dividend in respect of the six months
ended 30 June 2018 (2017: nil).

10
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

11 SEGMENT REPORTING

The operating segments have been determined
based on the reports reviewed by the executive
directors of the Company that are used for
performance assessment and to make strategic
decisions. The Group’s operating businesses are
structured and managed separately according to
the nature of their operations and the products
and services they provide. Each of the Group’s
operating segments represents a strategic
business unit that offers products and services
which are subject to risks and returns that are
different from those of other operating segments.

As disclosed in the 2017 annual report, to
monitor and measure the return of capital more
effectively, management further decides to
review the performance of wealth management
division and the return of Group’s capital
including the capital invested in the products
and funds managed by the wealth management
segment separately going forward. Accordingly,
comparative figures in prior interim period have
been restated to conform to the current interim
period’s presentation.

The Group currently has four operating segments:

(i) Securities brokerage — engages in securities
brokerage and provision of custodian and
other services;

(i) Wealth and asset management — provision
of fund and asset management services as
well as financing and investing solution for
corporate clients and

(iii) Consultancy and advisory services —
provision of corporate advisory, placing and
underwriting advisory services to corporate
clients.

(iv) Principal investment — utilize capital 1) to
provide funding on developing financial
products and the funds managed by wealth
management team 2) to improve returns
on the Group’s capital and cash flow
management based on treasury management
model that may involve (but shall not be
limited to) holding fixed income instruments,
high grade equity instruments and other
financial investments.

EESREBREARAT
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Notes to the condensed consolidated interim financial report

B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

11 SEGMENT REPORTING (Continued)

The accounting policies of the reportable
segments are the same as those followed by the
Group in the last annual financial statements.

Segment revenue represents the revenue
generated by each operating segment from
external customers. Inter-segment revenue
represents inter-segment services which
were transacted with reference to the normal
commercial price made to third parties at the
then prevailing market prices.

Segment results represent specific operating
performance of the reported segments by
allocating all specific and related operating and
finance costs, excluding other corporate, general
administrative, and financial expenses, taxation
and non-operating costs. This is the measure
reported to the chief operating decision maker, at
the relevant times, for the purposes of resource
allocation and performance assessment.

11

2B E ()

AHED B ETRRERKBEREA
FEMBHMERMMKEERR

DTHMBAEREEBEIBEFELE
ZWA - 2 HMEBRAESRBRRERTE
BME=NFEHz - REAXERMETI
Z 250 B E RS

ITHEEEE2RIBEBIEABHEE
FEHRAEERVBERA(REEAEMD
Al —RITERPEEAN - BIEKIFL
ERA)FEZRBELERR  WIRA
ARNEERTEELLERRTEFERD
ERERBFEAR2HEEE -

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2018



Notes to the condensed consolidated interim financial report
GRS P MR E N

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

11 SEGMENT REPORTING (Continued) 11 DS ()
(a) Segment revenue and results (a) DBURAREE
For the six months ended 30 June 2018 BEZ—ZE—-NFANA=1HL~EA
Consultancy
Wealth and and
Securities asset advisory Principal
brokerage =~ management services investment Total
BER BER
gt KEER EHARE TERE @5t
$'000 $000 $000 $000 $000
FET FEx TEx &1 &7
Revenue from external parties ~ REMFA L2z 2,817 2,217 9,865 - 14,899
Interest income from clients ~ REZF 2FIEWA 41 - - - 41
Inter-segment revenue AEERA - 1,924 696 - 2,620
Reportable segment revenue  WREA WA 2,858 4,141 10,561 - 17,560
Net loss on financial assets ~ RAFEABRZ
and financial liabilities at SHEERERE
fair value through profit or EZBEFE
loss - (670) - (25,885 (26,755)
Allocated bank and other EARBTRHT
interest income BlA 49 362 - 34,629 35,040
Allocated other operating EAREMEENA
income and gains k& 656 - - 39,105 39,761
Allocated operating costs EARKERA (10,386) (19,360) (5,339) (2,677) (37,762)
Allocated finance cost EARBERK (27) (418) - (6,194) (6,639)
Reportable segment (loss)/  AHEHH(FE)/
orofi fiE (6,850) (16,145) 5,222 38,978 21,205
Elimination of inter-segment ~ ATHR&AH(5E)/
(loss)/profit GilYskag (696)
Reportable segment profit REMPALZAH
derived from Group’s HABFE
external customers 20,509
Unallocated revenue and other  REMFALZ%S
operating income and gains ~ EEMEERAR
from external parties W 3,206
Depreciation and amortisation &R (10,631)
Unallocated impairment FPEAHERE
provision (541)
Unallocated finance costs ROMBERAR (10)
Unallocated legal and PR EES
professional expenses = (il (3,823)
Taxation HE (970)
Other central administrative ~ EfHRATHEER
and unallocated operating ARADEEER
costs (Note) N(IF) (194,019)
Loss for the period N (186,279)
Note:The other central administrative and Bt B RTHREER ARSI RSL
ugalllo.c?te;q operating cost incrLudeg RATEAEFLKEEEARES
administrative expenses, researc an — e = = o
development costs, Fs)taff costs and data and b 54l 75 A E’Jﬁﬁ%_éﬁizk - ABRA
technology related expenses related to the REBEMBEARRANAEEER -

Group’s financial technology activities.

EESREBREARAT
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B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

11 SEGMENT REPORTING (Continued)

(@) Segment revenue and results (Continued)

For the six months ended 30 June 2017

11 2 8HRE &)
(a) ZBBRARFEGE
BE-S—tEXA=+ALAE

(restated) B (&)
Consultancy
and
Securities Wealth advisory Principal
brokerage Management services Investment Total
BER BER
FHLL EEER S IERE EH
$:000 $:000 $:000 $:000 $:000
FEn TEr FEn FEr FEr
Revenue from external parties  RESMIA L 2UiE 618 1,138 5,382 = 7,138
Interest from client and REZFZFIER
interest from loan EERZFISH
receivable WA 19 2,154 - - 2,173
Inter-segment revenue AHERA - 540 - - 540
Reportable segment revenue  FRE 2 HUA 637 3,832 5,382 - 9,851
Net loss on financial assets at  RAPETABHZ
fair value through profit or SHEERERE
loss EZEEFE - (1,047) - (81,541) (82,589)
Allocated bank and other R
interest income HERA - 95 - 27,190 27,285
Allocated other operating BAREMEZUA
income and gains Kkis 384 156 - 4,194 4,734
Allocated operating costs EAREERA (14,382) (35,540) (13,877) (540) (64,339)
Allocated finance cost EARMERE (113) (364) - (3,093) (3,570)
Reportable segment loss IREIPER (13,474) (32,868) (8,495) (53,790) (108,627)

Elimination of inter-segment A& 2 MEE

loss pap

Reportable segment loss REMPALZ
derived from Group’s THEIBER

external customers (108,627)
Unallocated revenue and other  REMBAL 2 %S

operating income and gains ~ EEMEE WA

from external parties Rz 1,362
Depreciation and amortisation &R (8,134)
Unallocated finance costs A ERERA (4
Unallocated legal and AABEERER

professional expenses EA (23,238)
Taxation HE (989)
Other central administrative ~ EftPRITHEER

and unallocated operating ARADREE

costs A (97,069)
Loss for the period rHEEE (236,699)

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2018
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B4R & FP 5 Bt 3 R o B R

(Expressed in Hong Kong dollars unless otherwise indicated) (Br5 G + LUE S R)

11 SEGMENT REPORTING (Continued)
(b) Segment assets and liabilities

As the assets and liabilities are regularly
reviewed by the executive directors of the
Company as a whole, the measure of total
assets by operating segment is therefore not
presented.

(c) Geographical segment information

The Group’s customers, operation and
administration are mainly located in Hong
Kong and research and development on
financial technologies divisions are located
in PRC.

(d) Information about major customers

No customer account for more than 10% of
the total revenue of the Group for the period
ended 30 June 2018.

12 PROPERTY AND EQUIPMENT AND
INTANGIBLE ASSETS

Acquisition and disposal of property and
equipment

During the six months ended 30 June 2018,
the Group acquired items of property and
equipment with a cost of HK$2,118,000 (2017:
HK$4,559,000).

Intangible assets

During the six months ended 30 June 2018, the
Group acquired computer software with a cost of
HK$577,000 (2017: HK$20,838,000).

13 DISPOSAL OF A SUBSIDIARY

During the six months ended 30 June 2018, the
Group entered into a strategic fund management
agreement with another well-established
financial institution. By sharing the operating and
financing decision making power through the
agreement, the Group is no longer considered
as the principal of Majik Access USD Fund 2 LP.
On the date of deconsolidation, the Fund had
HK$13,265,000 FVPL asset, HK$3,145,000 bank
and cash and HK$5,607,000 liabilities including
interest of third party investors in the Fund. As
a result of the deconsolidation, the Group has
recorded the difference between disposed net
asset attributable to the Group and the fair value
on initial recognition of an investment in a joint
venture as a disposal gain of HK$1,538,000.
From 1 January 2018 to date of deconsolidation,
the Fund contributed loss of HK$151,000 to the
Group.

EESREBREARAT
—E-N\FhlERE

11

12

13

D EIRE (&)
(b) PHEEREE

(c) HEDIEHR
AEEZEF EBRTBREEE
BURER - MEBENE RN
BERRISE I HE o

(d BEBEXEEFZEHR
%:n:—;—)\i/\ﬁ + B 1k Hf

R EEFETZREEAER
WWAMm%uLo

MERRERETLEE

BERHEWERRME
REBEZZE—NEXAB=Z1THLAK
BE AEEBBEEWERZXEZX
R £2,118,000/8 (= & — £ F:
4,559,000787T) °
FEE

REBEZEZZE-—N\FXXAB=Z1+THLEAHE
B AEBBEERBHz2RAA

); 7TE) °

HEMREB QT
Eﬁ:zé:¥_)\¢/\ﬁz+ﬁlt71.ﬁ i
AEECHES —FKKE H’J%Eﬂ%ﬂ%ﬂﬁ
ﬁﬁﬁ%%%%ﬁ’[ﬁ% BRHE ZL
Al mhEORR R Zl-"i.%)ﬁ HBETBE
5= Majik Access USD Fund 2 LPHY
FTESFTA -RIFDBH XESH
ﬁ13,265,0007%7_l:ﬂ’9?*’2\:|zﬁ§‘|’)\?§i
mZEMEE 3,145,000 THHE K
5,607,000 B tBIEESCE=ARESE
HEZNERSE AR EH AEE
BB HEWEZE1,538,0008 T HAE
BEMEEECEEFHESELER
BTSRRI ZAANBEZENE=RE - B
2018 F1B1HZEZH/ZDBEH  E£AX
£EESkEE1E151,0008 T ©
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14 OTHER NON-CURRENT ASSETS 14 HMERBEE
At At
30 June 31 December
2018 2017
R-B-NF RIZE—+tHF
~A +=A
=+H =+—H
$’000 $°000
FET FET
Statutory deposits with exchanges and FHRARXSFIREEFf2
clearing house EERE 1,591 978
Rental deposits Heze 9,528 8,038
Other deposit for acquisition of Hitt ANEBEREERE
leasehold improvement and MEBE2ZE
equipment - 144
Other receivables, net of provisions Hh FE U FRIE (3N BRIEE)
(note 1) (et 1) - -
11,119 9,160
Note 1: For the six months period ended 30 June 2018 K1 BE—ZE-—NFERA=Z=THAHRBE=Z
and 2017, there is no additional provision —tEFXA=1THAERILHRE - #E
made or reversed to other receivable. o Lt B UK Rk TE 3B 0 =R 8 B 3 4 o
15 AVAILABLE-FOR-SALE FINANCIAL 15 AftHESRMEE
ASSETS
At At
30 June 31 December
2018 2017
RZE-N\E RIE—LHF
VAN +=A
=+H =+—H
$’000 $°000
FET FET
Current unlisted and measured at fair REIFE EHIRAFEEETA
value
— Investment funds (note i) — BREERS (Kiti) - 326,691

Non-current unlisted and measured FERBIELHULAFEE

at fair value FTEW

— Investment funds (note i) — REES(HFI) - 295,797
— Credit link obligation note (note i) — ERBEEE (Miti) - 192,721
— Perpetual capital (note ii) — KEER(HEL i) - 76,989

- 565,507

56 YUNFENG FINANCIAL GROUP LIMITED
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(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

15 AVAILABLE-FOR-SALE FINANCIAL 15 AIEHEESREE (&)

ASSETS (Continued)

Note i: This amount arose under the accounting Btati -
policies applicable prior to 1 January 2018.
As part of the opening balance adjustments
as at 1 January 2018 the balances have been
reclassified to financial assets at fair value
through profit or loss as set out in note 17.
Also see note 3 for further details.

Note ii: ~ This amount arose under the accounting Hiatii -
policies applicable prior to 1 January 2018.
As part of the opening balance adjustments
as at 1 January 2018 the balances have been
reclassified to financial assets at fair value
through other comprehensive income as set
out in note 16. Also see note 3 for further

ZeERE2018F1 A1 H2AIE A
METHREL - EB2018F1 81
BEAVIGREEAREN —3D  BRBEEH
PEAMFITHIN D A EEEE T
ANEENERHEE - ZREFITHRE
ZHE -

e RBE2018F1 1B 2 B A
HNETHEES - FEH20185F1 A1
BHAFIEREEA RN — 25D - HREC KRR
MEE16 oM D R EEE S AH At
BENENESREE - ZREFITH
2=

details.
16 FINANCIAL ASSET AT FAIR VALUE 16 BAFEFAHMEZEREZ2EH
THROUGH OTHER COMPREHENSIVE BE
INCOME
At At
30 June 31 December
2018 2017
R-B-—N\E R-ZE—+tHF
7N +=A
=t+H =+—H
$°000 $°000
FET FET
Non-current unlisted and measured R LTI REAFE

at fair value, equity investment ST ARERE (R EH

(non-recycling) 2H)

— Perpetual capital — XKEER 74,017 -
Fair value of the Group’s financial assets at NEBEZBEAFETFTAEMZAEKSE 2
fair value through other comprehensive income EHEEN QA AEERRHF28fTlis
financial assets is determined in the manner ANEE - AQAAEERIE  ZEEME:
described in note 28. In the opinion of the TENERE—FERNZIHE o

directors of the Company, the asset is not
expected to be realised within one year from the
end of the year.

EESREBREARAT
—E-N\FhlERE
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17 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Notes to the condensed consolidated interim financial report
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(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

17 BRAFEFABRGZZEHEE

At At
30 June 31 December
2018 2017
RZB-N\F R-ZT—+tF
~A +=A
=+H =+—H
$°000 $’000
FET FET
Designated at fair value through EERAFETABRE
profit or loss
Non-current unlisted and measured at  JEREIFE EHIR A FETA
fair value
— Investment funds (note 1) - REREE& (1) 347,357 —
— Credit link obligation note (note 1)  — ERHMBZEE (fF1) 255,389 —
— Jointly controlled fund investment  — HEZE&INELKRE
(note 2) (HfaE2) 19,449 —
622,195 —
Current unlisted and measured at fair  RE)FE LT EAFEFTA
value
— Trust products - EEEm 41,004 =
— Investment funds - REES 323,489 =
— Leveraged note investment - ERZEERE 79,988 -
Equity investment listed outside BEBBILETRERE
Hong Kong - 3,209
Held for trading BEEE
— Over-the-counter derivative - BARGEMITETR
contract 930 2,727
445,411 5,936
Note 1:  The investments are held through the M1 REEZREHESHEENRE -
consolidated funds of the Group.
Note 2: ~ On 28 February 2018, the Group has entered Mgz R=Z2—N\F-A=+N\H A5EE

a strategic fund management agreement with
another well-established financial institution.
By sharing the operating and financing
decision making power through the agreement,
the Group is no longer considered to be the
principal of Majik Access USD Fund 2 LP.
After the deconsolidation, the Group elects
to measure its investment in Majik Access
USD Fund 2 LP held through a venture
capital organisation, an indirect wholly owned
subsidiary, at fair value through profit or loss
as management measures the performance
of this jointly controlled entity on a fair value
basis and considered to be exempted from
applying the equity method. The valuation
process and fair value information for the joint
venture measured at fair value through profit or
loss set out in note 28. During the period, the
Group has made an injection of approximately
HK$20,905,000 to the joint venture.

EHE - AN S RSB T LKA
SEERZE BRHEIZLEMNR
ERRRE > NEBHERATER Majik
Access USD Fund 2 LPHEZESE
A F{ipk  REBEREUAAEES
EURRBRREAR(HEEZETLT)
A 1 Majik Access USD Fund 2 LP
REBEAABELZE;ABR B
EEEUAABENEGEZERES
BERMNESE YRBREAEDSE - 68
TENGERFNAABERSEENT
285 - BN - AKECEHEERE
12149 20,905,000 8 THEEEE °
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18

19

(Expressed in Hong Kong dollars unless otherwise indicated) (ff% B8 -

INTEREST IN AN ASSOCIATE

On 20 June 2018, the Group has completed an
acquisition of 16.67% equity interest in {tZmE&
BHEAERADT, (the “Investee”) at a consideration
of RMB50 million. The Group has the right to
appoint one director to the board of the Investee
which is comprised of 5 members. With the
presence of the board representative, the Group
is considered to have significant influence over
the operating and financing decision of the
investee.

18

B4R & FP 5 Bt 3 R o B R

LB ST)

REE DR 2 S

RZE-NEXA=Z+H ' A&EEE
TRRBLRESREERATI(ER
EHYZ N1667%RE REAARYE
50,000,000t - HRAREBBEEZE—
ZEEZHSEREARNKREHRE
EE - HRAEEEESRERNEFE
AEERAHREHRNECERMER
REBEERYES -

ACCOUNTS RECEIVABLE AND 19 FBEWERMR K EFTWA
ACCRUED INCOME
At At
30 June 31 December
2018 2017
RZB-—NF RZZ—tF
/\H +:H
=+H =+—H
Note $°000 $’000
BtaE FET FET
Accounts receivable arising EELL FEZ
from securities brokerage FE s BR X
— Cash clients iﬁ%*ﬁ (i) 9,612 61,609
— Margin clients — REEEF (ii) 1,879 26,120
— Clearing house, brokers — BEER - R
and dealers EHE (iii) 10,075 10,632
— Clients for subscription of — wmﬂﬁlPO%ﬁHﬁ%)E
new shares in IPO (iv) 6,203 —
27,769 98,361
Accounts receivable arising B & 7 ﬂﬁﬁﬁ%?ﬁi
from consultancy and advisory  ZFEUERFR
services (v) 5,182 1,720
Accounts receivable arising H b fR 7% 2 FEURBR X
from other business 966 560
33,917 100,641
Less: allowance for doubtful B RIREE
debts (347) (26,403)
33,570 74,238

As of 30 June 2018, the balances of accounts
receivable from consultancy and advisory
services and other business with accrued
fees of approximately HK$4,809,000 (2017:
HK$1,455,000) for on-going advisory projects
which have not been billed.

The fair value of accounts receivable
approximates its carrying amount.

EESREBREARAT
—E-N\FhlERE

BE-Z-N\EXA=1+8  XH#
B R R RS < B ER R
g WRBEMARTENFEZRNER
FE 5t & FH 494,809,000 T (=& —
£ 1,455,000 7T) °

m e
k=11

r\‘S

FEW ARz D FEEEREEES

59



60

Notes to the condensed consolidated interim financial report
GRS P MR E N

(Expressed in Hong Kong dollars unless otherwise indicated) (5 &a65 @ LUBBZT)

19 ACCOUNTS RECEIVABLE AND
ACCRUED INCOME (Continued)

Notes:

@i

(i)

(iii)

As of 30 June 2018, there is no past due but not
impaired receivable from cash clients represented
client trades which are unsettled beyond the
settlement date. No impairment loss was provided
for these balances as either the Group held
securities collateral for those balances with fair
values in excess of the past due amounts or the
balances have been settled subsequently.

During the period, the Group has relaunched margin
financing service after ceasing the service in 2004.
The amount from margin clients in respect of margin
service prior to the cession of this business in 2004,
amounted to HK$26,120,000, which had been fully
impaired in prior year was written off during the
period.

Accounts receivable from clearing house, brokers
and dealers are current. These represent pending
trades arising from the business of dealing in
securities, which are normally due within a few days
after the trade dates.

Accounts receivable from clients arising from
financing of IPO subscriptions are required to settle
their securities trading balance on allotment date
determined under relevant market practices or
exchange rules.

Accounts receivable from corporate clients
represent accounts receivable arising from
provision of corporate finance, consultancy and
advisory services. Amount to HK$1,256,000 (2017:
HK$1,550,000) of the accounts receivable are past
due but not impaired. No reversal of provision for
impairment loss has been made for the six months
ended 30 June 2018 (2017: HK$26,000).

FE W R R B FERT WA ()

(i)

(iii)

(iv)

BE-_Z-N\Ex~A=1+H £#4882
BEREENEFRGH REEFRE
BHERBENEKRRR - ZSEHRI1E
REREEE FEERAEEEEENAR
EEBRBBPHENGECHREEREEN
HERRFEESFETR -

A AEER-ZTNUFERIERBEELE
FELHRBSHERE -R-_ZETWOER
HREFCRERBACEERESEFE
TR EE R L% 526,120,000 Tt £
AFERHRE  ZSEABRNC2EHET
& o

EEM - RERESHRBGRTRAES -
ZRBERSEEXEBELECGEER
2 —BRRRXZBRBRAEH -

HERAHARERBREMELNTFE
PERARANEE N SEARTIRRATE
ENEBAAEARSTSMEER -

AEEFNEWERAZSHEREHRAFH
7% o RN A AR A A A B EURBR K o
FE IS BR 7R & %8 1,256,000/8 T (=& — t
% 11,550,000 t) EBBERFE - B
BE-N\FEANA=1HIENE A I EE
B ERERE(CZZE— L5 : 26,0008
JT) °
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19 ACCOUNTS RECEIVABLE AND
ACCRUED INCOME (Continued)

19 BWRARETWRA &)

(a) Ageing analysis of account receivable (a) FEWERRZARER 2T
The ageing analysis of accounts receivable, RBEPRR2ERERR(NBRRER
net of provisions for doubtful debts, at the BB RERDWT
end of the reporting period is as follows:
At At
30 June 31 December
2018 2017
R=ZB-N\F RIZE—LF
<A +t=A
=+H =t+-—H
$°000 $°000
FET FET
Current ] o 32,314 72,688
Less than 1 month past due BEED 1 {E B 50 767
1 to 3 months past due BH1 =318 A 756 262
More than 3 months but within BEHASME AU £
1 year past due B1FHUR 450 521
Amounts past due BHIFE 1,256 1,550
Total accounts receivable EW AR S4B ER 33,570 74,238

(b)

Balance with related parties

(i) At 30 June 2018, there are accounts

(b) EREARE T HYASER

() W=—B—NFEXA=1+H

receivable of HK$250,000 (2017:
HK$60,000 where our non-executive
director, Mr. Ko Chun Shun, Johnson
(“Mr. Ko”) is a substantial shareholder)
due from a company where Mr. Ko
is a substantial shareholder and an
executive director.

WARBNFATESSIRIE
EE(BEENEBRLIT 2
MIE250,0008 T(=F —t
F :60,000 B t® EERZ
RAZEERR)(BEERZ
RAZEBRRRIATES) °

EESREBREARAT
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20 OTHER RECEIVABLES, DEPOSITS AND 20 HMEWRIE - RERBASTRE
PREPAYMENTS
At At
30 June 31 December
2018 2017
R-B-NF RIZE—tHF
~NA +=A
=+H EF=[E
$’000 $°000
FET FET
Deposits e 1,097 251
Prepayments FESFIE 7,695 6,683
Other receivables Hfth FEURFRIE 55,096 58,718
63,888 65,652
Less: allowance for doubtful debts i REREE (1,285) =
62,603 65,652
The fair values of other receivables approximate HihEWRE2 A FEHEAEKREEME
their carrying amounts. On 1 January 2018, the HE-RZE—NF—HA—H EHH
allowance for doubtful debts is provided upon EEBBREEHFIOEEFIRM RIRE
adoption of HKFRS 9 with details disclosed in % WHRMESHEEE - i - ZEH
note 3. During the period, an additional provision B 5 142,00038 T ©

of HK$142,000 was made.

YUNFENG FINANCIAL GROUP LIMITED
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21 CASH AND CASH EQUIVALENTS, FIXED

21 BERBELEEER -

R =
M ER1T

BANK DEPOSITS WITH ORIGINAL R=EERMNRITEPRFRRRITE
MATURITY OVER 3 MONTHS AND BANK F - GERBIRFE
BALANCE - TRUST AND SEGREGATED
ACCOUNTS
At At
30 June 31 December
2018 2017
R=ZB-NFE R=-T—+tHF
~A +=A
=tH =t—H
Note $°000 $’000
Kt FET FET
Bank balance — trust and RITHETF — BER
segregated accounts E_LEEF'
Deposit with bank RITFER 373,441 340,029
Less: impairment allowance B REREE (iv) (65) -
(i) 373,376 340,029
Fixed bank deposits with BHBRZR=EA
original maturity over 3 MR 1T E TR
months
Deposit with bank RITIF (iii) 521,463 1,580,313
Less: impairment allowance B REREE (iv) (1,421) -
520,042 1,580,313
Cash and cash equivalent REREESEEER
Deposit with bank RITTER (ii) 30,000 30,000
Fixed bank deposits with ZIEER DR =1E B
original maturity less than 3 HERITEH 7R
months 2,474,390 1,739,627
Cash at bank and in hand ROTRES 159,504 412,747
Less: impairment allowance B REREE (iv) (1,459) —
Cash and cash equivalent in the 7EBI#EARRRIIR 2
statement of financial position HeNEEEEER 2,662,435 2,182,374
Notes: A

(i) The Group maintains segregated accounts with

(i) AEERRDUEBRLEILRE

LA

(ii)

(iii)

(iv)

authorised institutions to hold clients’ money arising
from its normal course of business of the regulated
activities. The cash held on behalf of clients is
restricted and governed by the Securities and Futures
(Client Money) Rules under the Securities and Futures
Ordinance.

The Group has deposited HK$30,000,000 with a bank
as security deposit for bank overdraft facilities.

As at 30 June 2018, fixed bank deposits, with original
maturity over 3 months, amounted to HK$78.5 million
(2017: HK$78.1 million) were deposited as collateral
for fund-linked note, a financial product issued by the
Group.

The expected credit loss provision is made based on
assessment as disclosed in note 3. During the period,
an additional provision of HK$399,000 was made.

EESREBREARAT
—E-N\FhlERE

(i)

(iii)

EE%‘%%EE%EJJ%%%L&#“EEZ%ﬁ

R - ABEFHAZREZRSRPEMR
1§JTZ R BE(FFHE) KRR
RE -

7R £ @ 2 [ R 17 17 A 30,000,000 5% T
EBERTEIMEZRES

RZZE-—N\FXA=1H  ZHHARSZSH
=18 B #9 4R 17 = 3 17 X 78,500,000 & T
(== —+4% :78,100,0008 ) EHES
BMZR(RNEERITHSRER) 2EKH

o |
an °

FEHAE B 18 K B E AR 15 MY = 3 T 38 2R 0 Y
b fF ik o B 2R 50 B4R 2£399,00078
7'[: ]
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22 ACCOUNTS PAYABLE

22 FEBERR

At At
30 June 31 December
2018 2017
R-B-—N\FE R-ZE—+tHF
~A +=A
=+H =t+—H
$°000 $°000
FET FET
Accounts payable FE 1S BRFX
— Cash clients — REEF 384,585 400,247
— Brokers and dealers — RENFBED 2,534 52,328
387,119 452,575

Included in accounts payable are amounts
payable to clients and other institutions in
respect of the trust and segregated bank
balances received and held for clients and
other institutions in the course of the conduct
of regulated activities, which amount to
HK$371,521,000 (2017: HK$ 391,043,000).

All of the accounts payable are aged and due
within one month or on demand.

Balance with related parties

(i)

(ii)

(iii)

At 30 June 2018, accounts payable of
HK$230,000 (2017: HK$ 230,000) are
payable to Mr. Ko and HK$1,746,000 (2017:
HK$ 1,746,000) are accounts payable to
the related companies where Mr. Ko is a
substantial shareholder on normal terms of
brokerage business of the Group.

At 30 June 2018, accounts payable of
HK$34,258,000 (2017: HK$18,667,000)
are payable to certain key management
personnel on normal terms of brokerage and
wealth management business of the Group.

At 30 June 2018, accounts payable of
HK$41,000 (2017: nil) is payable to a
company where our executive director, Mr.
Huang Xin is the director and our chairman,
Mr. Yu Feng (“Mr. Yu”) is the substantial
shareholder on normal terms of brokerage
business of the Group.

ENRABERRETZRETEHAR
PRAEFREMEBUEKER 2ET
RBURITEEMENTFRAEMEKE
Z 7R IE 371,521,000 B (= F—tF :
391,043,000 8 T) °

FrERMNERRZRE SR —EAREH
FRBEREE -

ELEREE T MO A BR

(i)

(iii)

BE-Z-N\EXNA=1+1H " 1R
AREBERLER —RIFTHEMNSE
4+ 2 FIE# 230,0008 T (=ZE—+t
1 230,000 B T) RENSEER
B¢\ T 2 FRIE 1,746,000/8 T (==
—t % :1,746,0008 T) (B k&£
BEZERNRZEERR) °

R=ZFE-NEXA=1+8: EKE
AEERERDEEEEL —K
GRENBEEEAENERIRS
#)34,258,000/8 T (=& — £ F :
18,667,0003&7T) ©

RZZB-NFARA=Z1+HB  REX
SEECEE —RETEN—F
(BITESEBERLERES ME
FREEREIREE IBFTERR)
BBt B] 2 SRR 41,00058 T (=
T-tFHE)o
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23 ACCRUED EXPENSES AND OTHER 23 EFERARHEMENKIE

PAYABLES

At At

30 June 31 December

2018 2017

R-B-NF RIZE—tHF

~A +=A

=+H EF=[E

$°000 $°000

FET FET

Accrued staff costs FEETE T A 3,997 33,245

Other payables and accruals Hitt R IBERETER 64,779 68,645

68,776 101,890

All accrued expenses and other payables are to

B ARTEAREMEMKESR

be settled within one 