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Management Discussion and Analysis

BEEENWEDTN

MARKET REVIEW

2018 is an exceptional year. Against the backdrop of a volatile
global stock market, the securities market in Hong Kong (“HK?”)
has been full of ups and downs. At the start of the year, Hong
Kong stocks were bullish as the Hang Seng Index (“HSI”) soared
to a record high of 33,484 points on 29 January and recorded
the second highest daily turnover of HK$284.1 billion. However,
the market took a dramatic turn for the worse in the second
quarter due to myriad causes, such as the ongoing US-China
trade war, interest hikes, the currency depreciation of emerging
countries and a slowdown in the Chinese economy. As a result,
HSI plunged by over 7,000 points from its record high back to
the low in July 2017, and is still searching for support.

Fortunately, average daily turnover of the Hong Kong stock
market for the first nine months of the year sustained an
increase of 40% to HK$114.7 billion as compared to that for
the corresponding period last year. Total initial public offering
(“IPO”) fundraising in Hong Kong for the first three quarters
jumped by 1.7 times year-on-year to HK$240.0 billion. Total
IPO fundraising in Hong Kong for the year is forecast to reach
HK$300.0 billion, putting the city back to the top of global
rankings for IPO volumes and bolstering the position of the
Hong Kong Stock Exchange (“HKEX”) as the most active
exchange across the globe. In view of a weakening Renminbi
(“RMB”) and the capital outflow from China, the People’s Bank
of China continued to increase money supply by reducing
deposit reserve ratio for four times during the year with the aim
of facilitating financing activities in the real economy and thus
stimulating the Chinese stock market. Nevertheless, the global
stock market will probably continue to fluctuate due to the US-
China trade war. Investors are expected to remain cautious
because of worries over the latent impact of the US-China trade
war.
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Management Discussion and Analysis

EEENWEDT N

For the first three quarters of the year, gross domestic product
(“GDP”) of China increased by 6.7% to RMB65.09 trillion as
compared to that for the corresponding period last year. It is
believed that the target annual GDP growth rate of 6.5% set by
Premier Li Kegiang of the State Council in the Report on the
Work of the Government will be achieved. China’s economy
also performed steadily with a positive outlook. Driven by the
rapid implementation of the Greater Bay Area national plan, the
integration of Hong Kong and China is expected to accelerate.
The launch of the high-speed railway and the Hong Kong-
Zhuhai-Macao Bridge will drive further cross-border flow of
people, goods, capital and information. The future opening of
the Shenzhen-Zhongshan Bridge and the Second Humen Bridge
will complete the infrastructures connecting the whole Greater
Bay Area. Furthermore, free-trade zones in Qianhai, Nansha
and Hengqgin simplify custom clearance and administrative
procedures, thus facilitating the movement of capital and
goods between China and Hong Kong and Macau. Being an
international financial centre, Hong Kong is poised to maintain
its position as the “super intermediary” in the implementation of
the Greater Bay Area national plan, thus benefiting Hong Kong’s
economic and social development as well as consolidating its
leadership in the region.

The securities market in Hong Kong is also upgrading day by
day. In April this year, HKEX implemented a series of reform
of its listing rules, thereby allowing the listing of companies
with weighted voting right structure as well as “pre-revenue”
biotechnology companies in Hong Kong. These reforms
successfully stimulated the IPO market in the city by attracting
new-economy and biotech enterprises to obtain Hong Kong
stock market listing. HKEX is expected to introduce the
extension of Bond Connect to cover Southbound Trading,
ETF Connect, Commodities Connect, Primary Equity Connect
and London-Hong Kong Connect. Coupled with the influx of
“unicorn” companies into the Hong Kong stock market for IPO
financing, these initiatives will promote the long-term healthy
development of the Hong Kong securities market.
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Management Discussion and Analysis

BEEENWEDTN

OPERATIONAL RESULTS

During the six-month period ended 30 September 2018 (the
“Period”), Bright Smart Securities & Commodities Group Limited
(the “Company”, together with its subsidiaries, the “Group”)
recorded a revenue of HK$471.4 million (2017: HK$389.1
million), representing an increase of 21.2% as compared to
that for the corresponding period last year. Profit attributable
to equity shareholders for the Period was HK$240.8 million
(2017: HK$214.1 million), representing an increase of 12.5%
as compared to that for the corresponding period last year.
Basic earnings per share were 14.19 HK cents (2017: 12.62 HK
cents) while diluted earnings per share were 14.19 HK cents
(2017: 12.62 HK cents). The board (the “Board”) of directors (the
“Directors”) of the Company does not recommend the payment
of any interim dividend for the Period (2017: nil).

HK$Million Revenue HK$Million
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Six months ended 30 September
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Benefitting from the continuously active and diversified
investment market in Hong Kong, the Group’s interest income
from margin financing increased significantly, leading to a rise
in revenue during the first half of the year. For the Period, the
Group’s interest income from margin financing was HK$185.3
million (2017: HK$145.6 million), representing an increase of
27.2% from that for the corresponding period last year. Due
to the upbeat investment sentiment, an active futures and
options market has been formed. For the Period, the Group’s
commission income from Hong Kong and global futures
brokerage were HK$57.2 million and HK$36.6 million (2017:
HK$43.0 million and HK$24.7 million) respectively, representing
an increase of 33.0% and 48.2% respectively as compared
to that for the corresponding period last year. In addition, to
support the Group’s proactive expansion and development
strategy, the Group continued to optimise its expansion
exercises by recruiting talents and expanding its network to
cover 22 business locations (including the headquarters) across
Hong Kong lIsland, Kowloon and New Territories during the
Period. Furthermore, the Group also upgraded its network
security infrastructure to further strengthen the protection of its
clients’ interests and be well-prepared for another robust growth
in turnover in the future.
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Management Discussion and Analysis

BEEENWEDTN

TOTAL NUMBER OF CLIENT ACCOUNTS
AND ASSETS

With a forward-looking vision, the Group has maintained its
strategy of active expansion regardless of bull or bear markets.
As at the end of September 2018, the Group had a total of 22
business locations including the headquarters in Central and
various branches, covering the core districts in Hong Kong.
Most of these locations open seven days a week, which is
a breakthrough in the industry. Moreover, adhering to the
customer-oriented principle as always, the Group has been
a first mover in the securities industry by launching a “Bright
Smart Mobile Teaching Centre” that travels around Hong Kong
Island, Kowloon and New Territories. The mobile teaching centre
improved customer service quality and offered convenience to
all customers. The Group’s proactive expansion successfully led
to a steady growth in its total number of client accounts. During
the Period, the number of new client accounts (after deducting
the number of client accounts closed) reached 20,076. As a
result, the total number of client accounts increased to 268,656,
representing an increase of 20.0% as compared to 223,836 as
at 30 September 2017. As HSI has fallen by over 7,000 points
since the beginning of the year, the Group’s client assets also
decreased. As at 30 September 2018, client assets (including
cash, stocks and margin deposits) decreased by 10.9% to
HK$44.0 billion (30 September 2017: approximately HK$49.4
billion).

Number of Client Accounts

HK$Billion
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REVENUE A

During the Period, the Group recorded a revenue of HK$471.4  AEIR - REB UK A8 B47T148EE (=
million (2017: HK$389.1 million), representing an increase of ZE—+ 4 :389.1FE B T) » & & F R EIE M
21.2% as compared to that for the corresponding period last 21.2% - AEE R %% 952 WA EZ &5 0
year. A summary of revenue from different business segments of | :

the Group is set out below:

Six months ended 30 September
BENA=THL @A
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2018 2017
—E-N\F —ET—tF
Proportion Proportion
of total of total  Increment/
revenue revenue (decrement)
X N BB A #m/
Z Lt Bl s 4t R 4)
HK$°000 % HK$'000 % %
THER THAT
Income from: REUTEEZEA :
— Securities brokerage — BEER 141,679 30.1% 142,229 36.6% (0.4%)
— Hong Kong futures and — BB HERBREL
options brokerage 57,238 12.1% 43,028 11.1% 33.0%
— Global futures brokerage — RIREIEEL 36,648 7.8% 24,732 6.4% 48.2%
— Bullion trading —REERH 15,123 3.2% 17,699 4.5% (14.6%)
— Leveraged foreign exchange — R RINER 5
trading 158 0.1% — — —
— Stock option brokerage —REHELL 6,134 1.3% 6,320 1.6% (2.9%)
— IPO brokerage —BRDRABELR 8,235 1.7% 4,190 1.1% 96.5%
Interest income from BERAHABEERE
IPO financing ) B A 20,921 4.4% 5,211 1.3% 301.5%
Interest income from margin HFRBEF KA
financing 185,283 39.3% 145,644 37.4% 27.2%
471,419 100.0% 389,053 100.0% 21.2%
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Management Discussion and Analysis

BEEENWEDTN

I. Securities brokerage

During the Period, HKEX recorded a total transaction
amount of HK$12,201.1 billion (2017: HK$10,555.8
billion), representing a year-on-year increase of 15.6%.
For the Period, the Group’s commission income from
securities brokerage amounted to HK$141.7 million (2017:
HK$142.2 million), which was approximate to that for the
corresponding period last year and accounted for 30.1%
(2017: 36.6%) of the total revenue.

Commission Income from

Hksmiion - Securities Brokerage of the Group i’g;jg_gn
TEEERSFLLABSWA
175 15,000
150 142.2 141.7 12,500
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Six months ended 30 September
HENA=TRHIEAER
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II. Hong Kong futures and options brokerage

As an active futures and options market has been formed
due to the upbeat investment sentiment, 80.8 million
(2017: 53.3 million) derivative contracts traded on Hong
Kong Futures Exchange Limited (“HKFE”) were entered
into during the Period, representing an increase of 51.6%.
The Group’s Hong Kong futures and options brokerage
segment recorded commission income for the Period of
HK$57.2 million (2017: HK$43.0 million), representing
an increase of 33.0% as compared to that for the

. EEHERBREER
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corresponding period last year and accounting for 12.1%

(2017: 11.1%) of the total revenue.

Commission Income from
Hong Kong Futures and
Options Brokerage of the Group
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II1. Global futures brokerage

IVv.

VI

Hong Kong’s investment market continued to be active
and diversified, driving investors’ interests in investing in
the global market. For the Period, the commission income
from global futures brokerage was HK$36.6 million (2017:
HK$24.7 million), representing a significant increase of
48.2% as compared to that for the corresponding period
last year and accounting for 7.8% (2017: 6.4%) of the total
revenue.

Bullion trading

For the Period, the Group’s bullion trading income was
HK$15.1 million (2017: HK$17.7 million), representing
a decrease of 14.6% as compared to that for the
corresponding period last year and accounting for 3.2%
(2017: 4.5%) of the total revenue.

Leveraged foreign exchange trading

During the Period, the Group started the leveraged foreign
exchange trading business. The income from this business
was HK$158,000, accounting for 0.1% of the total
revenue. The Group believes that the interest of investors
in diversified financial investment products is growing.
Therefore, the Group will identify business opportunities,
expand its business lines and provide more comprehensive
investment instruments to the investors.

Stock options brokerage

The Group recorded a stock options brokerage
commission income of HK$6.1 million (2017: HK$6.3
million) for the Period, representing a decrease of 2.9% as
compared to that for the corresponding period last year
and accounting for 1.3% (2017: 1.6%) of the total revenue.
Stock options are relatively high leveraged investment
products. The Group closely monitors the margin levels
maintained in stock option accounts and adjusts them
according to market conditions in order to ensure proper
risk control.
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VII. IPO brokerage and IPO financing

Driven by constant IPO listings, the Group’s commission
income from IPO brokerage for the Period was HK$8.2
million (2017: HK$4.2 million), representing a significant
increase of 96.5% year-on-year. Accordingly, interest
income from IPO financing also increased significantly by
301.5% to HK$20.9 million (2017: HK$5.2 million).

VIII.Margin financing

With satisfactory overall stock market turnover, average
daily margin financing increased by 11.5% to HK$8.73
billion (2017: HK$7.83 billion) during the Period. For
the Period, the Group’s interest income from margin
financing was HK$185.3 million (2017: HK$145.6 million),
representing an increase of 27.2% from that for the
corresponding period last year and accounting for 39.3%
(2017: 37.4%) of the total revenue. The Group implements
effective credit control procedures and did not have any
bad debt in the last few years.

LOSS FROM INVESTMENT

To enhance its financial performance, the Group invested in
certain Hong Kong-listed securities and futures contracts during
the Period. As at 30 September 2018, the carrying amount of
investments in stock and futures was HK$38.9 million (2017:
HK$61.4 million), which was reclassified as financial assets
at fair value through profit or loss from available-for-sale
investments and held for trading investments in the consolidated
statement of financial position in 2018 due to the initial adoption
of HKFRS 9. For the Period, loss from investment in financial
assets at fair value through profit or loss amounted to HK$4.6
million (2017: HK$1.2 million).
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Management Discussion and Analysis
BEEEWED M

OPERATING EXPENSES AND NET PROFIT KREBFHTRAR =R
MARGIN

During the Period, trading-related operating expenses rose due AHIf @ REB 2 L HEES L - #HMESX
to a growth in turnover of the Group. The Group’s total SIHBEAKLEX AR LFH @ NEHAMBEELLH
operating expenses for the Period was HK$303.4 million (2017: X #% 5303485 & & T(- T — L F :223.8
HK$223.8 million) and the net profit margin was 51.1% (2017: B &#ExT) M A X A511% (= F — L F -
55.0%). 55.0%) o

o Net Profit Margin
BRL #R R

55.0%

51.1%

-3.9%

NN

2017 2018
ZE—LF —=-N\F

Six months ended 30 September
HEANA=TAHIEANEA
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A breakdown of operating expenses is set out below:

KERBAAMT

Increment/
2018 2017 (decrement)
—E-N\F —=—+F #i0RD)
HK$’000 HK$’000 %
FET TH T
Staff costs 8 T A 70,684 58,784 20.2%
Amortisation and depreciation B RITE 12,254 6,890 77.9%
Finance costs B 75 B AR 101,475 55,089 84.2%
Advertising and promotion expenses E4HREERX 3,790 4,145 (8.6%)
Auditors’ remuneration % &R B & 766 745 2.8%
Commission, handling and settlement &4 M4 -  FEE R
expenses HEBH 42,062 34,098 23.4%
Information and communication B MBARX
expenses 18,801 14,513 29.5%
Rental, rates and building He  ZWk
management fees EBFEEE 33,382 32,874 1.5%
Legal and professional fees FEREEEHR 1,552 2,290 (32.2%)
Miscellaneous expenses MIER X 18,687 14,360 30.1%
303,453 223,788 35.6%
FUTURE PLANS KRG E

This year, the economy of Hong Kong and China is faced
with both internal and external pressures. President Donald
Trump of the United States (the “US”) is waging a trade war
with increasing severity. The ripple effect of the war is now
spilling from the export and manufacturing sectors to the whole
economy. Not only does the war impact investors’ sentiment,
but it also casts a shadow over the economic outlook of China
for the next few years. Meanwhile, the US dollar is strengthened
by a new round of interest rate hikes under the “strong dollar
policy” of the US. As such, there is a net outflow of foreign
capital from Hong Kong. What is more, China’s debt-cutting
efforts are drawing mainland capital back. Therefore, the
aggregate balance maintained by banks with the Hong Kong
Monetary Authority has fallen from over HK$100 billion to
approximately HK$76.4 billion at the end of October. Given
the host of external factors, the economic prospect of Hong
Kong for the next 2 years is not optimistic. As a stock market
correction has already started in the second half of the year, the
property market is expected to follow suit, and the myth that
property prices never fall will soon be debunked.

SECABUEFELELRRINERBHRE
ORARE  XEARKFRERITNEZIBER
ES HBE—RER R BIZENBEZHE
EEXFREN HEXZBEINEBLE X
RBEFHENEEASELEE  THEE
AEREEWNEL - AR XBEETIRETIE
R-NMBBHERERA BRAENBERES
MHERRAA - FEERERRCRENHTIK
R ABRTESEHKCHBTRERTIREL
AEMKT6AEET - tREBIBERRFA K
FOARARMEABKLEMSHEITRE - K
THSF N FRAECLERABRAE  Ox
MSERETHABERES  BESTHIAAL
BRH) 1 EE
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However, the Group believes that with challenge comes
opportunity. Since the connection between the Chinese and
Hong Kong stock markets is well established, Hong Kong
stocks are supported by the immense mainland capital. The
continuous inflow of capital from China will stabilise, and thus
play a pivotal role in, the Hong Kong stock market. Looking
forward, the Group will continue to seize the opportunity in the
market, and make substantial investment to attract mainland
clients with online and offline measures. For example, an active
expansion and development strategy will be perpetuated by
operating 22 business locations including headquarters and
branches as well as recruiting talents so as to expand its branch
network and improve its service quality. The Group is also
committed to nurturing the next generation for the industry.
At the same time, the Group is also fully aware of the rapid
advancement of technologies and the need to stay abreast of
the latest developments. Therefore, it has launched the “# 7 &
3R 5 P & mobile application, enabling clients to open accounts
with simplified procedures and thus save time and cost. As the
Internet and telecommunication proliferate, the security of online
transactions becomes a matter of considerate concern amongst
investors. Hence, the Group has put up huge investment in
the maintenance and upgrade of its online transaction security
system in order to win investors’ confidence.

Adhering to the customer-oriented philosophy, the Group has
not only persistently enhanced its hardware and equipment, but
also actively interacted with the clients and refined its products
and services. During the second and third quarters of the year,
the Group and HKEX jointly held several summits that were
playing to full houses and received overwhelming response.
The Group also works with overseas exchanges, such as the
Chicago Mercantile Exchange and the Singapore Exchange,
in organising large seminars and simulated investment
competitions with the aim of deepening clients’ understanding
of financial products around the world and diversifying their
investment targets. Furthermore, the Group is always keen on
sharing happiness with its clients. It invited more than 10,000
clients to watch international blockbusters at the “Chinese New
Year Movie Ticket Giveaway by Bright Smart (# 4 ¥ & &5 B 5)”
and “Summer Movie Ticket Giveaway by Bright Smart (24 E
H 5 B# )" events organised in mid-March and in early October,
respectively, and received wide acclaim during the year. The
Group will continue to strengthen its team and operation in
order to prevail over market corrections and fluctuations,
maintain a proactive expansion strategy, and grasp all business
opportunities.
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The Group has always been a pioneer. In view of investors’
rising interest in, and increasingly active participation in the
investment in, global financial products, the Group’s online
platforms and mobile applications for securities and futures
trading have been connected to the global market, providing
comprehensive and professional brokerage services. The
Group’s scope of business covers Hong Kong stocks, US
stocks, Shanghai-Hong Kong Stock Connect A-Shares,
Shenzhen-Hong Kong Stock Connect A-Shares, Chinese
B-Shares, Japanese stocks, Taiwanese stocks, Singaporean
stocks, Australian stocks, UK stocks, Hong Kong futures, Hang
Seng Index options, Hong Kong stock options, Dow Jones
Futures, A50 Futures, foreign exchange futures, gold futures, oil
futures, copper futures, RMB (HK) Gold Futures, US Dollar (HK)
Gold Futures, leveraged foreign exchange products, iron ore
futures, IPO share subscription and margin financing, so as to
cater for the needs of different clients. The Group believes that
the interest of investors in global financial products is growing.
Therefore, the Group will continue to develop more global
financial products to meet market demand.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

The Group’s operations were mainly financed by shareholders’
equity, cash generated from operation and bank borrowings.

The Group maintained a strong cash position with total bank
deposits, bank balances and cash amounted to HK$554.3
million as at 30 September 2018 (31 March 2018: HK$511.9
million). The Group had total bank borrowings of HK$3,869.8
million as at 30 September 2018 (31 March 2018: HK$8,165.9
million) which bore interest primarily at floating rates. The bank
borrowings were primarily collateralised by its margin clients’
securities pledged to the Group. As at 30 September 2018,
unutilised banking facilities amounted to HK$15,994.2 million (31
March 2018: HK$10,020.1 million). The Group’s gearing ratio
(total bank borrowings divided by the total shareholders’ equity)
was 142.1% (31 March 2018: 309.7%). As at 30 September
2018, the net current assets of the Group increased by 8.8% to
HK$2,636.6 million (31 March 2018: HK$2,423.4 million). As at
30 September 2018, the Group’s current ratio (current assets
divided by current liabilities) was 1.5 times (31 March 2018: 1.2
times).
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CAPITAL MANAGEMENT

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

CHARGES ON ASSETS

None of the Group’s assets were subject to any charges as at
30 September 2018 and 31 March 2018.

CONTINGENT LIABILITIES

As at the end of the reporting period, corporate guarantees
provided by the Company in respect of banking facilities
granted by authorised institutions to its subsidiaries engaging
in securities and futures brokerage amounted to HK$15,147.9
million (31 March 2018: HK$14,960.0 million). As at 30
September 2018, the subsidiaries of the Company has utilised
HK$2,149.8 million of these aggregate banking facilities (31
March 2018: HK$6,434.9 million).

RISK MANAGEMENT

Credit risk

The Group’s credit risk is primarily attributable to accounts
receivable due from clients, brokers and clearing houses.

Management has a credit policy in place and the exposure to
credit risk is monitored on an ongoing basis.
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In respect of amounts due from clients, individual credit
evaluations are performed on all clients (including cash and
margin clients). Cash clients are required to place deposits
as prescribed in the Group’s credit policy before execution of
any purchase transactions. Receivables due from cash clients
are due within the settlement period commonly adopted in the
relevant market practices, which is usually within a few days
from the trade date. Because accounts receivable from cash
clients relate to a wide range of customers for whom there was
no recent history of default, there has not been a significant
change in credit quality and the balances are considered fully
receivable, and the prescribed deposit requirements and the
short settlement period involved, the credit risk arising from the
amounts due from cash clients is considered low. The Group
normally obtains liquid securities and/or cash deposits as
collateral for providing financing to its cash and margin clients.
Margin loans due from margin clients are repayable on demand.
For commodities and futures brokerage, an initial margin
is required prior to opening transaction. Market conditions
and adequacy of securities collateral and margin deposits of
each cash account, margin account and futures account are
monitored by the management on a daily basis. Margin calls and
forced liquidation are made where necessary.

In respect of accounts receivable from brokers and clearing
houses, credit risks are considered low as the Group normally
enters into transactions with brokers and clearing houses which
are registered with regulatory bodies and have sound reputation
in the industry.

As at 30 September 2018, the top margin customer represents
11% of the total balance of the accounts receivable. Apart from
the above, no other individual account represented more than
10% of the total balance of accounts receivable.

The Group does not provide any other guarantees which would
expose it to credit risk.
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Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the raising of loans
to cover expected cash demands, and ensuring compliance
with FRR. The Group’s policy is to regularly monitor its liquidity
requirement and its compliance with lending covenants, to
ensure that it maintains sufficient cash reserves and adequate
committed lines of funding from major financial institutions to
meet its liquidity requirements in the short and long term.

Interest rate risk

The Group charges interest to its margin clients and cash
clients with outstanding loan amounts on the basis of its cost of
funding plus a mark-up. Financial assets such as margin loans
and deposits with banks, and financial liabilities such as bank
loans and amount due to a related company are primarily at
floating rates. The Group’s income and operating cash flows are
not subject to significant interest rate risk.

Foreign currency risk

The Group is exposed to currency risk primarily arising from
financial instruments that are denominated in United States
dollars (“USD”), RMB, Australian dollars (“AUD”), Singapore
dollars (“SGD”), Japanese Yen (“JPY”) and British pound
(“GBP”). As the Hong Kong dollar (“HKD”) is pegged to the USD,
the Group considers the risk of movements in exchange rates
between the HKD and the USD to be insignificant. In respect
of financial instruments denominated in other currencies, the
Group ensures that the net exposure is kept to an acceptable
level by buying or selling foreign currencies at spot rates where
necessary to address short-term imbalances. Management
monitors all foreign currency positions on a daily basis.
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Price risk

The Group is exposed to price changes arising from listed equity
investments and futures contracts classified as financial assets
at fair value through profit or loss.

The Group’s equity investments are listed on HKEX while
investment in futures contracts are traded on HKFE. Listed
investments held in the financial assets at fair value through
profit or loss portfolio have been chosen based on their
longer term growth potential and are monitored regularly for
performance against expectations.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 September 2018, the Group had a work force of 294
employees (31 March 2018: 298 employees). The Group’s
remuneration policy aims to offer competitive remuneration
packages to recruit, retain and motivate competent employees.
The Group believes the remuneration packages are reasonable,
competitive, in line with market trends. The Group has put
in place a share option scheme and a bonus scheme for its
executives and employees in a bid to provide a competitive
remuneration package for the Group’s long term growth and
development. The Group also provides appropriate training
and development programmes to its employees to enhance the
staff’s skills and personal effectiveness.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S SHARES

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

SHARE OPTION SCHEME

On 4 August 2010, the Company conditionally approved and
adopted a share option scheme (the “Scheme”) for the purpose
of enabling the Group to grant share options (the “Options”)
to selected participants as incentives or rewards for their
contribution to the Group.

The following table discloses details of the Company’s
outstanding Options held by the Directors, certain employees,
consultants and contractors of the Company under the Scheme
and its movement during the Period:

Options Options Options

Options exercised lapsed held at

held at during during 30 September

1 April 2018 the Period the Period 2018
R=Z-N% R=Z2-N\%
mA-H AHER AHER  AA=tH
REZBRE fRzBRE XHZBRE SEzBRE

BE HEREEREXQXFTZRHG

RAHE  ARARREMBARMERE - b
EFBERAARBEMLETES °

BRESS

RZZF-—FF/\AEA ARAFHREMRER
Ry —RBARER B ([%EHE)) REARKE
ARNERE(ERE]) TEE2EE - FR
HEROBREHAEEFREZER -

TREBARAEE ETEE  BHURAS
BEAR IR K A B A AN 28 ) 2 R AT 1 AR T AR
2 B -

Exercise
price Date of Vesting
HKS  grant Exercise period conditions

THE
BT RHAH i BEHE

Executive Directors:

YrEs:

Mr. Hui Yik Bun 500,000 - 500,000 S
TR

Mr. Chan Wing Shing, Wilson 400,000 - 400,000 -

Independent Non-executive
Directors:
BUF4fES:
Mr. Yu Yun Kong 100,000 - 100,000 -
AOALE

Mr. Szeto Wai Sun 100,000 - 100,000 -
plids 2

Mr. Ling Kwok Fai, Joseph 100,000 - 100,000 -
EEBLE
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Options Options Options

Options exercised lapsed held at

held at during during 30 September

1 April 2018 the Period the Period 2018

R=Z-7\% R=2-7%

mA-A AHER AHER  AAZTA

KECBRE fRzBRE XHZERE SEzZBRE

Employees 5,810,000 S 5,810,000 S

=

Gonsultants and Contractors 700,000 - 700,000 -
ERRABE

7,710,000 - 7,710,000 -

As at 30 September 2018, there was no outstanding Option
under the Scheme.

DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’S INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 30 September 2018, the Directors and the Chief Executive
Officer of the Company and their respective associates had
the following interests in the shares and underlying shares of
the Company as recorded in the register required to be kept
by the Company pursuant to section 352 of the Securities
and Futures Ordinance (the “SFQO”) or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”):

Exercise
price Date of
HK$ grant

Vesting

Exercise period conditions

i
AT RAAH %M

BRIk

3.85 23/06/2015 23/06/2015 — 22/06/2018 Nil
&
385 23/06/2015 23/06/2015 — 22/06/2018 Ni
g
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A) RELXFRGRBBRMD 2ER

(A) Interests in shares and underlying shares of the
Company

Number of Approximate

shares and percentage

Long/short underlying of the issued
positions shares share capital
HE T

B4 & IRz
B4 8 B BABIL
(%)

Name of Director Nature of interest

EsnR EEME

¥RRE

Mr. Yip Mow Lum (Note) Interest in a controlled  Long position 900,000,000 53.02%
BERMEE A7) corporation T
REEE R
Mr. Yip Mow Lum Beneficial owner Long position 234,410,280 13.81%
BRMmEs ExnlEEA HE
Mr. Hui Yik Bun Beneficial owner Long position 600,000 0.03%
FFREW R A& EmBEAA TR
Mr. Yu Yun Kong Beneficial owner Long position 608,829 0.03%
REM %k & ExnlEA HE
Mr. Szeto Wai Sun Beneficial owner Long position 631,666 0.03%
Al TS EmEAA TR
Mr. Ling Kwok Fai, Joseph Beneficial owner Long position 210,700 0.01%

% BB e &

EDEAA

WA

Note:

900,000,000 shares were held by New Charming Holdings
Limited, a company wholly owned by Mr. Yip Mow Lum, the
Chairman of the Board. Therefore, Mr. Yip Mow Lum is deemed to
have interest in these shares.

Save as disclosed above, as at 30 September 2018,
none of the Directors or the Chief Executive Officer
of the Company or their respective associates had
any interest or short position in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV
of the SFO) 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 pursuant to the Model Code.
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(B) Share options (B) BRE

The interests of the Directors and the Chief Executive
Officer in the share options of the Company are detailed in
the section headed “Share Option Scheme” on pages 23
to 24 of this interim report.

Save as disclosed above, at no time during the Period,
the Directors and the Chief Executive Officer (including
their spouses and children under 18 years of age) had any
interest in, or had been granted, or exercised, any rights
to subscribe for shares (or warrants or debentures, if
applicable) of the Company or its associated corporations

EERTRERRARBIBRE 2 #a
MAR R EF23E24 A BIRES S
—EiE e

B EXFEEEN  RAMERTMAE
B REERTRAH(BERFZER
RRWISEZ FR)MEREE  BEETH
TREEARBGESZLPEGIE TR
BAURBARAHLEBBERRD (R
EZLES  WER) 2 ERKER -

AN A AN

required to be disclosed pursuant to the SFO.

INTERESTS AND SHORT POSITIONS OF TERRRAEAQDTIRARP2ERZR
SUBSTANTIAL SHAREHOLDERS IN THE RE
SHARE CAPITAL OF THE COMPANY

RZZE-NFHLA=1TH REEBEHFLHE
GPIDEXVEE2R EINHWAEAMEARRA - ¢
RIB(E S KRB GG )FE 336K EATHR

As at 30 September 2018, the interests of substantial
shareholders (other than the Directors and chief executives) in
the shares or the underlying shares which were required to be
notified to the Company pursuant to Divisions 2 and 3 of Part ZAAREEFEZELMAZMHSKERERD 2
XV of the SFO, or which were required to be recorded in the FERF(ZEFERZSTHRABBRIN 2% W0
register required to be kept by the Company under section 336 | :

of the SFO were as follows:

Number of
shares and
underlying

shares

Approximate
percentage
of the issued
share capital
HE #&1T
IR 2
BABEI L
(%)

Long/short

Name of shareholder Nature of interest positions

IR 13 & HE B8

BRREB EmtE 1% 7 8 B

KR

New Charming Holdings Beneficial owner Long position 900,000,000 53.02%
Limited (Note) BEm#EA A T
MERAEBRER AR (L)
Note: #it -

900,000,000 shares were held by New Charming Holdings Limited,
a company wholly owned by Mr. Yip Mow Lum, the Chairman of the
Board. Therefore, Mr. Yip Mow Lum is deemed to be interested in these
shares.

900,000,000/ Bx fr A FT R AAERER QA RFHE -
WARMEFRGIRERMELEZESREA - Bt
EEMEERB RN ZERDTEE RS -
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Save as disclosed above, as at 30 September 2018, there was
no other person who had any interest or short position in the
shares or underlying shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required
to be kept by the Company under section 336 of the SFO, or as
otherwise notified to the Company and the Stock Exchange.

OTHER CHANGES IN DIRECTORS’
INFORMATION

There is no change of directors’ biographical details required to
be disclosed pursuant to Rule 13.51B of the Listing Rules.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Board is committed to ensuring high standards of corporate
governance practices. During the Period, the Company fully
complied with the mandatory code provisions set out in the
Corporate Governance Code and Corporate Governance Report
as contained in Appendix 14 to the Listing Rules.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 to the Listing Rules as its own code of
conduct regarding securities transactions by the Directors. The
Company has made a specific enquiry to all Directors regarding
any non-compliance with the Model Code. All the Directors
confirmed that they have fully complied with the required
standard set out in the Model Code during the Period.

AUDIT COMMITTEE

The principal duties of the Audit Committee of the Company
are to review and supervise the financial reporting process
and internal control procedures of the Company. The Audit
Committee, together with the external auditor of the Group,
KPMG, had reviewed the accounting principles and practices
adopted by the Group and discussed financial reporting matters
concerning the unaudited consolidated results of the Group for
the six months ended 30 September 2018.
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INTERIM REPORT

This interim report is printed in both English and Chinese,
and is available for electronic and print format. Electronic
copy is available for download, at no charge, on our website
at http://www.bsgroup.com.hk. Existing shareholders of the
Company will receive a free printed report by post by our
Company’s branch share registrar in Hong Kong. Potential
investors who are interested in knowing more about us may
download the interim report from our website or to request a
printed copy by giving a notice in writing to the Company or the
Company’s branch share registrar in Hong Kong, Tricor Investor
Services Limited at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong.

Shareholders who would like to be alerted when the Company
publishes its corporate communications on the Stock Exchange
news website can register for alerts in the Investment Service

Centre section of the Stock Exchange website.

By Order of the Board

Hui Yik Bun
Executive Director & Chief Executive Officer

Hong Kong, 26 November 2018

R HE

AP HBREUNRIRFXER - EEHETF
RENR G o EFHRAARERD AU
http://www.bsgroup.com.hk% & T & o &N A 7]
BERREAIBBEAARARR ZEERODBL &
EORNBEAFABLEZEBREDNRAR - F
BEAATHBARNRZBEEREEATRAR A
WTHPHRE AR RAXARAZER
BHNBFELSIELEEESFEZRARA A
HAEB2FERNER1835HE M L2218) %
EMAAN  REPBAREDRIA -

BEEBRRARAERES | BUFIEAFRE
SES U B HRR AR B - TR B A A Bk 0128
RO IBR -

EEEGD

FEW
HITEFRITHABE

E# —F-N\Ft—A-+KA
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Consolidated Statement of Comprehensive Income
AETEBER

For the six months ended 30 September 2018 — unaudited (Expressed in Hong Kong dollars unless otherwise indicated)
HE_Z-NFAAZFTBLERNEA —RKEFZR(BRBEHERN - WBETIIR)

Six months ended
30 September
BEAA=1tHILAEA

2018 2017
—E2-N\F —tF
$°000 $°000
F T Tt
Revenue WA 4 471,419 389,053
Other income H ez 5 111,782 71,495
Other net (loss)/gain Hib (BB W=EF5E 6 (8,359) 13,145
574,842 473,693
Staff costs 8 TR A (70,684) (58,784)
Amortisation and depreciation B RITE (12,254) (6,890)
Other operating expenses Hih & &M% 7(b) (119,040) (103,025)
Profit from operations PRy = 372,864 304,994
Finance costs B 7% B AN 7(a) (101,475) (65,089)
Profit before taxation B i A % A 7 271,389 249,905
Income tax FTEH 8 (30,556) (35,801)
Profit for the period HA R 5 A 240,833 214,104
Other comprehensive income HizmzH
ltems that may be reclassified HEAgEsmsERE
subsequently to profit or loss Bm2zIHE
— Net movement in investment —A s EELEZ
revaluation reserve of REEEHETFES
available-for-sale securities — 1,032
— Exchange reserve —E X F#E 342 (142)
Total comprehensive income HAEERRELEZE
attributable to equity shareholders U 25 #2 8
for the period 241,175 214,994
Earnings per share BRER
Basic (cents) () 9 14.19 12.62
Diluted (cents) #E ) 9 14.19 12.62
The notes on pages 34 to 86 form part of this interim financial 5§34 Z 86 H ~ Mt £ 1 5 2 1 HA B 75 4R 45 H b &0
report. o
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Consolidated Statement of Financial Position

e MR R

At 30 September 2018 — unaudited (Expressed in Hong Kong dollars)
RZZ—NFAA=ZF+B -REEZABTIR)

At At
30 September 31 March
2018 2018
RZBE-NE R_Z—N\F
hB=+8H =A=+—H
$°000 $'000
Tz
Non-current assets E(RBEE
Property, plant and equipment ME - BENMEE 12 22,312 24,231
Intangible assets A E 2,133 7,867
Available-for-sale securities A] i 55 € 5B &5 13 - 61,809
Deferred tax assets RIEHIBEEE 6,601 4,029
Other receivables, deposits and Hih e W zE e M
prepayments EENEZ@! 15 5,938 5,289
Other non-current assets HEMIERSHEE 49,713 110,422
Total non-current assets FRBEELRE 86,697 213,647
Current assets REBEE
Accounts receivable JE L2 B 3K 14 7,426,203 11,885,526
Other receivables, deposits and HiEWEHIE  He R
prepayments TEfF B 15 29,945 27,347
Financial assets at fair value through 22 FEF AEZR 2
profit or loss EREE 38,903 =
Tax recoverable Al 3R [0 # 18 37 697
Cash and cash equivalents RERBESEEY 16 554,368 511,887
Total current assets RBEEHAE 8,049,456 12,425,457
Current liabilities REBEE
Accounts payable FE T ER 3K 17 1,182,370 1,706,125
Accrued expenses and other payables [ 5t 5 5z [z H & {3 50 18 18 73,613 86,178
Amount due to a related company B — R E AR KIE 24(a)(iii) 210,164 -
Held for trading investments HIEBEERSERE - 420
Bank loans RITER 19 3,869,795 8,165,885
Current taxation BN HA 5 18 76,898 44,495
Total current liabilities =~ #“#Af\EA®E 5412,840 10,002,103
Netcurrentassets _______________A*A®BEEFE . . 2,636,616 2,423,354
Total assets less current liabilites HERERABHAE 2,723,313 2,637,001
Non-current liability EREBEE
Deferred tax liabilities EERIEEE 26 39
NET ASSETS EEFE 2,723,287 2,636,962
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Consolidated Statement of Financial Position

e BRI R

At 30 September 2018 — unaudited (Expressed in Hong Kong dollars)
RZZE—NFEAA=ZTH-REFRABTIIR)

At At
30 September 31 March
2018 2018
R=ZBE-NFE RZZT—-—NF
hB=+B =ZA=+—H
$°000 $'000
F Tt

EQUITY s
Share capital A% A 20(a) 509,189 509,189
Share premium f% 17 5% B 20(c) 738,020 738,020
Exchange reserve PE 5 % & 20(c) 357 15
Investment revaluation reserve HEEMRFEE 20(c) - 3,977
Merger reserve A oHEE 20(c) (20,000) (20,000)
Share option reserve BRERE 20(c) - 7,399
Retained profits 1R 8 5% F 1,495,721 1,398,362
TOTAL EQUITY EmEE 2,723,287 2,636,962

The notes on pages 34 to 86 form part of this interim financial 5 34ZE86H v M T # sk AN b BB 15 3R & H o 8

report. 9 e
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Consolidated Statement of Changes in Equity

For the six months ended 30 September 2018 — unaudited (Expressed in Hong Kong dollars)

BE-Z-N\FAA=ZTBHLERER — REERUABTIIR)

Share
capital

BA&
$1000
fr

Share
premium
Rk
B
$000
i

Investment

Exchange revaluation

reserve
EX
Ei
$000
fr

reserve

Merger
reserve
At
it
$1000
tr

Share
option
reserve

Retained
profits
B
&
$1000
T

At 1 April 2017 R-E-tEBE-H 509,099 131,677 380 1,371 (20,000) 8,341 962,823 2,199,691
Changes in equity for the six months HE-E-tEAA=TH

ended 30 September 2017; tRERZRERE
Profit for the period =il - - - - - - 4104 214104
Other comprehensive income H2ENE - - (142) 1,082 = = = 890
Total comprehensive income for the period ~~ BR2EUZEEE - = (142 1,032 = - 24104 214004
Dividend paid during the period EMEARE 20b) - - - = = - [B1456)  (81.496)
Shares issued under the share option scheme  BREzHEE T2 &R N 343 - - - (46) - 387
Transfer of reserve upon lapse of BRELMBREERN

share options BE - - - - - (729) 729 =
At 30 September 2017 R-E-+EAR=TH 509,189 738,020 238 2,408 20,000) 7966 1,096,200 2,333,616
At 1 October 2017 R-E-tE+H-A 509,189 738,020 238 2,408 20,000) 7966 1,006,200 2,333,616
Changes in equity for the six months BE-E-NFZf=1-A

ended 31 March 2018: LRERZEEED
Profit for the period BREd - = = S = - 301,9% 301,99
Other comprehensive income A2 ENE - - (228) 1574 - - - 1,351
Total comprehensive inome for the period B2 A ALE - - (229) 1574 - - 301,99 303,346
Transfer of reserve upon lapse of BREXTGEEEN

share options H: - - - - - (167) 167 =
At 31 March 2018 R-E-NEZRZt+-H 509,189 738,020 15 3917 (20,000) 7399 1398362 2,636,962
At 1 April 2018 R-E-N\ERA-A 509,189 738,020 15 3917 (20,000) 7399 1,398,362 2,636,962
First adoption of HKFRS 9 ERRRERHBREEN

£9% - - - (3,977) - - 3,581 (396)
Adjusted balance at 1 Apri 2018 ABER-5-\EBA-A
b1 509,189 738,020 15 - (20,000) 7,399 1,401,943 2,636,566

Changes in equity for the six months HE-E-NEARA=1H

ended 30 September 2018; tRERZRERE
Profi for the period SR - - - - - - 2083 240,833
Other comprehensive income EH2EhE - - 342 - - - - 342
Total comprehensive income for the period ~ BR2ENELE = = 342 = = - 4083 241175
Dividend paid during the period BMEARE 20b) - - - - - - (I54454)  (154454)
Transfer of reserve upon lapse of BREXNEERN

share options 6 - - - - - (7,399) 7,399 -
At 30 September 2018 R-E-NEARZTH 509,189 738,020 357 - (20,000) - 1495721 2,723,287

The notes on pages 34 to 86 form part of this interim financial

report.

32

FBAEBCH B A T B RS H A

LN o

7]

Bright Smart Securities & Commodities Group Limited | Interim Report 2018/19




Condensed Consolidated Cash Flow Statement
BHSZERERER

For the six months ended 30 September 2018 — unaudited (Expressed in Hong Kong dollars)
BHEZZ-/\FAA=Z1THLEXNEAAR — KREEZABTIR)

Six months ended
30 September
BEAA=1tHILAEA

2018 2017
—E2-N\F —E—+tF
$°000 $'000
Tr T T
Operating activities ReEEH
Cash generated from/(used in) EREBMEB /(BB
operations 4,337,401 (2,506,561)
Hong Kong Profits Tax paid EREEFEH - 6)
Net cash generated from/(used in) &E& ZEFE,(FH)
operating activities HEeFEHE 4,337,401 (2,506,567)
Investing activities RETEH
Purchase of property, plant and BEYE BELZE
equipment (4,615) (11,598)
Other cash flows arising REEZHEEZEMBE SR
from investing activities 70,698 33,093
Net cash generated RETHMEHRESFHE
from investing activities 66,083 21,495
Financing activities mEEE

Dividends paid to equity shareholders sz~ 7K & Bl #E %5 AR 3 2 A% &

of the Company (154,454) (81,456)
Proceeds from bank loans RITE RIS HIA - 2,163,000
Bank loans repayment EEERITERK (4,313,232) =
Other cash flows arising MEEFHELZEMB SR

from financing activities 108,689 145,451
Net cash (used in)/generated from ®EEE(FTH) A&

_financing activites = ®e¥® ___(4858997) 2,226,995
Net increase/(decrease) in cash ReRBESEEY

and cash equivalents #wm,/ OBd)FE 44,487 (258,077)
Cash and cash equivalents REAE—HBZHBE

at 1 April RRSZEY 511,887 162,903
Effect of foreign exchange rate EREgFH o EE

changes (2,006) (155)
Cash and cash equivalents RAA=+HZHE$

at 30 September RREZEEY 16 554,368 (95,329)

The notes on pages 34 to 86 form part of this interim financial ZE34ZE86H 2 M T K AP HIBF 15 3R &5 H e &8
report. paakd
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Notes to the Unaudited Interim Financial Report

2N

AT P A B R R B

(Expressed in Hong Kong dollars unless otherwise indicated)
(B S BHEA - AETIIR)

34

GENERAL INFORMATION

Bright Smart Securities & Commodities Group Limited
(the “Company”) was incorporated in the Cayman Islands
on 4 August 2009 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The
consolidated interim financial report of the Company as
at and for the six months ended 30 September 2018
comprises the Company and its subsidiaries (together
referred to as the “Group”).

BASIS OF PREPARATION

This interim financial report for the six months period ended
30 September 2018 has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34, Interim
Financial Reporting, issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”). This interim
financial report also complies with the applicable disclosure
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2017/18 annual financial statements, except for the
accounting policy changes that are expected to be reflected
in the 2018/19 annual financial statements. Details of
changes in accounting policies are set out in note 3.

The interim financial report contains condensed
consolidated financial statements and selected explanatory
notes. The notes include an explanation of events and
transactions that are significant to an understanding of
the changes in financial position and performance of the
Group since the end of the last annual reporting period. The
condensed consolidated interim financial statements and
notes thereon do not include all of the information required
for full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”).

The interim financial report is unaudited, but has been
reviewed by 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 HKICPA.
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Notes to the Unaudited Interim Financial Report

xR

BRI 8RE M

(Expressed in Hong Kong dollars unless otherwise indicated)
(Brm=BHEBI - B TIIR)

BASIS OF PREPARATION (Continued)

The financial information relating to the financial year ended
31 March 2018 that is included in the interim financial
report as being previously reported information does not
constitute the Company’s statutory financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the year
ended 31 March 2018 are available from the Company’s
registered office. The auditors have expressed an
unqualified opinion on those financial statements in their
report dated 23 May 2018.

CHANGES IN ACCOUNTING POLICIES
(a) Overview

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 March 2018, as disclosed in the annual report
and financial statements for the year ended 31 March
2018 except for the followings which are first time
being applied for the period:

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 HKFRS 9, Financial instruments

— HKFRS 15, Revenue from contracts with
customers

— HK(FRIC) - Int 22, Foreign currency transactions
and advance consideration

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.
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Notes to the Unaudited Interim Financial Report
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% P B 8 R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(B S BHEA - AETIIR)
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CHANGES IN ACCOUNTING POLICIES

(Continued)

(a)

(b)

Overview (Continued)

The Group has been impacted by HKFRS 9 in relation
to classification of financial assets and measurement
of credit losses. The adoption of HKFRS 15 and
HK(FRIC) — Int 22 does not have any significant
impact on the financial position and the performance
of the Group. Details of the changes in accounting
policies are discussed in note 3(b) for HKFRS 9, note
3(c) for HKFRS 15 and note 3(d) for HK(IFRIC) - Int
22.

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation

Under the transition methods chosen, the Group
recognises cumulative effect of the initial adoption of
HKFRS 9 as an adjustment to the opening balance
of equity at 1 April 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 and financial liabilities
under HKAS 39 and reconciles the carrying amounts
of those financial assets and financial liabilities
determined in accordance with HKAS 39 to those
determined in accordance with HKFRS 9:

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 9:
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(b)
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Notes to the Unaudited Interim Financial Report

REBRTHYBREME

(Expressed in Hong Kong dollars unless otherwise indicated)
(Br = HIEBIN - ABTIIR)

3 CHANGES IN ACCOUNTING POLICIES
(Continued)

(b) HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Financial assets carried at REERARIIRZEREE
amortised cost

Current Vi)

Other receivables, deposits and Hibfelzs -
prepayments & RENFE

Cash and cash equivalents BeRALEEY

Accounts receivable (note i) R (M)

Financial assets carried at FVPL MR AL B ABRE2F 5

BreREE

Non-current ERB

Financial assets classified as REBAQHERE35
available-for-sale PEBUHEEL
under HKAS 39 (note j SREE (M)

Current Vi)

Financial assets at fair value through % ATEFABR 2
profit or loss EREE

Accounts receivable MR

Other assets Hit&E

Deferred tax assets BERHEEE

Financial liabilities carried at FVPL QAT EF ABHZ2F R

RkeemEE
Held for trading investments BEEERRRE
Reserves =
Total equity EmBE

3 EFBREZ5H%H)

(b) ERAMBREZEUFIRIEWMT

At 31 March

2018

21,347
511,887
11,886,526

61,809

(420)

1,389,753
2,636,962

Al BREEBVBREEANFI
ZERT RS EARAEK
wBElg)

Impact on initial adoption of HKFRS 9
DRERERNBREEEIF 2 FE

At 1 April

Reclassification  Remeasurement 2018

RZZ-N\E

ENNE EXitE mA-H
$000 $'000 $000
T T Tr

- 27) 27,320

- (264) 511,623
(10,754,005 (183) 1,131,248
(61,309) - =
61,389 - 61,389
10,754,095 - 10,754,095
- 78 78

420 - =

- (396) 1,389,357
- (396) 2,636,566

Note i:  Under HKAS 39, equity securities not held for
trading were classified as available-for-sale
financial assets. These equity securities are
classified as at fair value through profit or loss
(“FVPL") under HKFRS 9, unless they are eligible
for and designated at fair value through other
comprehensive income (“FVOCI”) by the Group.

BABHEREBERLA | —FT—/\/ —NFFHRE

Hrati: RIBFE G ERIFB9W - I
EREFEEREZBAZSHC
DHEARMHBEESREE - &
ERARBLSHRIFAERIERR
BASEEE/RRAFEGFA
Hitp 2w BAIREFE
MBMEENFIRDBRER
FEFT AR -
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(Expressed in Hong Kong dollars unless otherwise indicated)
(B ZHIEBIN - LABTIIR)

3
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CHANGES IN ACCOUNTING POLICIES 3 EHEEFH )

(Continued)

(b)

HKFRS 9, Financial instruments, including (b) BRUBREENFIRI ML
the amendments to HKFRS 9, prepayment Bl SEEBMBERESEANEY
features with negative compensation (Continued) HZBIITROBEENRAER

HElE)
Note ii: Accounts receivable arising from cash clients, Bragi: RZTE—N\FMA—BYIHBE
margin clients and subscriptions of new shares in RAEEMBHREEMEOWRE
IPO were reclassified to financial assets measured KHEBREEFS HERBRPMER
at FVPL upon the initial adoption of HKFRS 9 at 1 BEE AR ETR Y EWRE
atlilfOle: REBFHEANRALEH

ANBHEZ T AHBZEMEE -

TRELBEEFEM B REER
FOREN —_F-NFOA-BHZRK

The following table summarises the impact of
transition to HKFRS 9 on retained profits and reserves

at 1 April 2018. Badki#EweTg -
Retained profits 12 8233 R

Transferred from investment revaluation A IR AR A E AR
reserve relating to financial assets now Z2HAFIEZemEE
measured at FVPL ZIREEHHEEER 3,977
Recognition of additional expected credit HARBERATEZEREE
losses on financial assets measured at ZEINEHEEEE
amortised cost (474)
Deferred tax JEFEFL IR 78
Net increase in retained profits at 1 April 2018 R-_ZE—N\EMA—AH
ZIRBE R 2 BN FER 3,581
Investment revaluation reserve REEGHRE
$°000
Fx
Transferred to retained profits relating to BEBREBNIZAFEGTFAER
financial assets now measured at FVPL ZHAHAEZERMEEZRE
a8 (3,977)
Net decrease in investment revaluation RZE—NFOA—HZEEEMH
reserve at 1 April 2018 2R F5E (3,977)
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% P H B 8 R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(B = EEBI - LBITTIHIR)

3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (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

BABHEREBERLA | —FT—/\/ —NFFHRE

SHHEEH (#)

(b) BEEUMBRELEUFIRIEEMT

Al BREEBVBREEANFI
SZAEETT R @ RS 4 Y 1R AT K
BELE)

AEBREGIHEERTEUR
BRETARZE—SFHBHINOT ¢

TREERSRMEEZIE

BEVBHREREIOREEREE
DRZKEH : REHEKAE
REAFEFAREMEZEREZT
A ERUNRAFEFABRZT
AFE -RENDERREBEEGFE
AIEIRPRHEDNHMRE  EFNR
FEW IR A ESREE RN
BATEFABBEARZTAGNE
ZEMEEZHEN BAVBRSE
EAFORTEMEEZ N EIERN
EETREEZEGEEREAD
BERER -

AEEFEZIFBARERAAT
Her— Bt &85 :

— REEALN HEAREEHR

WBAEHNRER(EREELRS
RFEMAFK) - RERMBHE
WAERERFEEFHE

— BRAVEFAHtZENSE —

EFEE  WMREZANAS
MEESREAE RMEMK
BERETDRRARZERIE LR
ERMEEEHMBENZER
BRERE RN FPEEHREAM
PHEHEEER  ERBREES
B MBRAERERME
AR E) A RONE W M B 1B
REHEER - ERIEERKRE
B REGEEKERFAZE
HEeNEaIBERa %
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REBZT R B R EMEE

(Expressed in Hong Kong dollars unless otherwise indicated)

(B S BHEA - AETIIR)

3 CHANGES IN ACCOUNTING POLICIES

(Continued)

%
é
z
%
%
;

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Classification of financial assets and financial
liabilities (Continued)

— 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. Certain accounts receivable are
classified as FVPL because the investment is
held within a business model which is neither
held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell
financial assets. This includes assets which are
to manage on a fair value basis in accordance
with a documented risk management strategy,
and information provided to key management
personnel is provided on that basis.

An investment in equity securities is classified as
financial assets at 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 profits. 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.

ST ERE 2)

(b) ERMBREEUFIRIEEMT

Al BREEBUBBREEANFI
SZAEETT = @ RS Y 1R AT K
BEE)

THMEERERMEBBEZIEE)

— RBRAFEFABRZ  WRED
MERBHERATAEIAER
FEFAEGEZEEKE 2T R
FE(AEE) Z2FE - WER
FEZEH(BFEMNE)NER
BR-ARNBAEETEEER
ZEBELR MY FFWRIMELD
ReRXARKKRANERSR
RHESREE  MZBAKRE
DHEREAFEFAARR B
B 1 PR B SR B IR AR
BAFEEEEEMNEE M
MEBEEASREZEMT
WA EEREY -

RBAFBHZREDBREATE
HABSZAAFEZEREE -
FRIERABRENFBEREER S
ERaERARER  AEEEE
BREEEREBQAFEFAEMS
ERE(TAEE)  UBEREmE
HUEERATFEZREEZY - A
BMEEDRTAMEANEL  HEARE
BOTARRREVTAREOTERZE
ST AfEH - ftFL BREE -
AREmE2ERGE R RES
RoFERGB(TATEHS)RE B
EREWBERLE -HER  RA
FEFB(TASHE)RFAZEEE
BRERSEREEN mMIEEBERE
B2 RARAER(TwRIBREA
FEFARGSHRAFEF AR
2EWE (T A E8E)) RENKRETS
REZERREMEA -
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AR A% P HA B S R B

(Expressed in Hong Kong dollars unless otherwise indicated)

(B = EEBI - LBITTIHIR)

3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Classification of financial assets and financial
liabilities (Continued)

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 balances 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.

The Group applies the new ECL model to financial
assets measured at amortised cost (including cash
and cash equivalents, accounts receivable, other
receivables, deposits and prepayments).

Financial assets measured at fair value, including
equity securities measured at FVPL, derivative
financial assets and accounts receivable measured at
FVPL, are not subject to the ECL assessment.

BABHEREBERLA | —FT—/\/ —NFFHRE
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HZICEEBRIER -FAHEE
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HRzEERR  Rit#REHE
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AR A% P HA B S R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(B S BHEA - AETIIR)

3 CHANGES IN ACCOUNTING POLICIES 3 BBXE8H@)

(Continued)

(b) HKFRS 9, Financial instruments, including (b) ERUMBREEAFIFR I &MT

the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Opening balance adjustment (Continued)

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 (i) the cash flows that the
Group expects to receive if the loan is drawn down.

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

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

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

— 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.
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EZ,\B%??UT‘JZE TLME
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% P H B 8 R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(B = EEBI - LBITTIHIR)

3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

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

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.

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 realising security (if any is held); or (i) 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.

BABHEREBERLA | —FT—/\/ —NFFHRE
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CAETTEIR)

CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Significant increases in credit risk (Continued)

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.

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.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(B = EEBI - LBITTIHIR)

3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Significant increases in credit risk (Continued)

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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3 CHANGES IN ACCOUNTING POLICIES 3 EBE®H#)

(Continued)

(b) HKFRS 9, Financial instruments, including (b) BRUBREENFIRI ML
the amendments to HKFRS 9, prepayment B| BEEBUBHREERFEI
features with negative compensation (Continued) F2ERI REEBENIREAER

HRlE)

Basis of calculation of interest income on FTEEERESREENE KA

credit-impaired financial assets (Continued) ZEE(E)

Evidence that a financial asset is credit-impaired CREENREEREZEFERE

includes the following observable events: [PSENECIR: %=X o

—  significant financial difficulties of the debtor; — BEEALREKRTBEREHE

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

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

—  significant changes in the technological, market, — B W5 LBEIERRIE
economic or legal environment that have an CEREHHEBAELETH
adverse effect on the debtor; or 1)

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

Write-off policy 1 88 BrR

The gross carrying amount of a financial asset is SRLEE ZAREE NI EE R

written off (either partially or in full) to the extent that BRI RARME(Hr2E)  —

there is no realistic prospect of recovery. This is BERABAEBETEHALER]

generally the case when the Group determines that EERHEeREEAMBEST

the debtor does not have assets or sources of income B E S ARIR 2B o

that could generate sufficient cash flows to repay the

amounts subject to the write-off.

Subsequent recoveries of an asset that was previously HeKEBAECHBEEEZ2ER

written off are recognised as a reversal of impairment BHEWEHETERERRRE

in profit or loss in the period in which the recovery #E o

occurs.
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3 CHANGES IN ACCOUNTING POLICIES 3 EtHEEFH )
(Continued)

(b) HKFRS 9, Financial instruments, including (b) BEEMBREENEIFI eI
the amendments to HKFRS 9, prepayment Bl SBEEBMBERESENEY
features with negative compensation (Continued) 2T KRB EEANRAIER

BHE1E)
Opening balance adjustment A EREE
As a result of this change in accounting policy, the AR EBESRESE  NEFD
Group has recognised additional ECLs amounting MR EEINTE B (= B E518474,0007T
to $474,000, which decreased retained profits by BENR_ZE—N\ENHA—HZRZ
$396,000 and increased gross deferred tax assets by Y A8 4 396,0007T K& 2R EFL TE A
$78,000 at 1 April 2018. E #8 5178,0007T °
The following table reconciles the closing loss TRIRZZE-—NF=ZA=+—H
allowance determined in accordance with HKAS 39 RIEEB S ERFEI0FE T 28
as at 31 March 2018 with the opening loss allowance AEEBEER-_ZT—N\FNA—
determined in accordance with HKFRS 9 as at 1 April ARBESVBRELRNEIRET
2018. ZHUBBREEYHK -
$’000
F
Additional credit loss recognised at UTEBERZZE-—N\FHOHA—A®ER
1 April 2018 on: ZBEIMEEEE -
— Other receivables — E b fE UK FRIR 27
— Cash and cash equivalents — B RREEEY 264
— Accounts receivable — EUER 5K 183
Loss allowance at 1 April 2018 R-ZE—NFWNA—B2ZEEEE 474
Transition BiE
Changes in accounting policies resulting from HAESEVBHEERFEoREN
the adoption of HKFRS 9 have been applied @ RESLEHIEWER - MU
retrospectively, except as described below: E BN
— Information relating to comparative periods has — BB EHEzZERNYES
not been restated. Differences in the carrying B - LA B EM B EERFE
amounts of financial assets resulting from IOMBEH S RIEEREAMBEE
the adoption of HKFRS 9 are recognised in BHR_ZE—N\FWA—HZR
retained profits and reserves as at 1 April 2018. BT R EEEEDR - B - 5t
Accordingly, the information presented for 2017 TE—LER2HNEREER
continues to be reported under HKAS 39 and EREESTERFIEZ2Y -
thus may not be comparable with the current A Al g A AR B EIT L
period. oo
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3
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CHANGES IN ACCOUNTING POLICIES

(Continued)

(b)

()

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, prepayment
features with negative compensation (Continued)

Transition (Continued)

— The following assessment have been made
on the basis of the facts and circumstances
that existed at 1 April 2018 (the date of initial
adoption of HKFRS 9 by the Group): the
determination of the business model within
which a financial asset is held.

— If, at the date of initial adoption, the assessment
of whether there has been a significant increase
in credit risk since initial recognition would have
involved undue cost or effort, a lifetime ECL has
been recognised for that financial instrument.

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts
with customers. HKFRS 15 replaces HKAS 18,
Revenue, which covered revenue arising from sale of
goods and rendering of services.

The Group has elected to use the cumulative effect
transition method. Therefore, comparative information
has not been restated and continues to be reported
under HKAS 18. As allowed by HKFRS 15, the Group
has applied the new requirements only to contracts
that were not completed before 1 April 2018.

3

SHHHEEH (#)

(b)

(c)

BERVBREERNFIRIEMT
Al BREEBUBBREEANFI
SZAEETT = @ RS Y 1R AT K
BEE)

BEE)

— MNUTHETLRER=_F-N\F
MA-—B(EREEMNBERERRE
AMBHREERESR 2 BH)
FEZEFERBAGH - BE
HRETMEEZEBEE -

— MROBRRBBEY FHEE
Rz B 6 FE R A RA B K8
EABERBEXRAKTR
AlptzEemI AR HE
HEEER -

ERVMBREEUSISHIFF
BHWA

BEMBEHREERFE1GFRELER
EPEANRARIDIEPLALAKRAN
ZEEER -BAEYBHREER
16K F B &5 ERIE 185K
AlBREBEEEMMRERRBEL
Z WA e

ARECEREERRFZERE
Ao Rt HBEMYES YA
BREEBEHEAEISRER -
ERBYBRELENEIGRET A&
BAR - AEERERR_FT—N\F
MA—BHZHETERZE X RERR

E °
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(Expressed in Hong Kong dollars unless otherwise indicated)
(Brm=BHEBI - B TIIR)

3 CHANGES IN ACCOUNTING POLICIES
(Continued)

(c)

HKFRS 15, Revenue from contracts with
customers (Continued)

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

Timing of revenue recognition

Previously, revenue arising from the provision of
services is recognised when the service is rendered.

Under HKFRS 15, revenue is recognised when the
customer obtains control of the promised good or
service in the contract. This may be at a single point
in time or over time. HKFRS 15 identifies the following
three situations in which control of the promised good
or service is regarded as being transferred over time:

A.  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

B. When the entity’s performance creates or
enhances an asset (for example work in
progress) that the customer controls as the
asset is created or enhanced;

C. When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment
for performance completed to date.

If the contract terms and the entity’s activities do not
fall into any of these 3 situations, then under HKFRS
15 the entity recognises revenue for the sale of that
good or service at a single point in time, being when
control has passed. Transfer of risks and rewards
of ownership is only one of the indicators that is
considered in determining when the transfer of control
occurs.

The adoption of HKFRS 15 does not have any material
impact on the financial position and performance of
the Group.
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VAR TTHIR)

CHANGES IN ACCOUNTING POLICIES

(Continued)

(d)

HK (IFRIC) — Int 22, Foreign currency
transactions and advance consideration

This interpretation provides guidance on determining
“the date of the transaction” for the purpose of
determining the exchange rate to use on initial
recognition of the related asset, expense or income
(or part of it) arising from a transaction in which an
entity receives or pays advance consideration in a
foreign currency.

The interpretation clarifies that “the date of the
transaction” is the date on initial recognition of
the non-monetary asset or liability arising from the
payment or receipt of advance consideration. If
there are multiple payments or receipts in advance
of recognising the related item, the date of the
transaction for each payment or receipt should be
determined in this way. The adoption of HK(IFRIC)
— Int 22 does not have any material impact on the
financial position and the performance of the Group.

REVENUE

The principal activities of the Group are securities broking,
margin financing, commodities and futures broking, bullion
trading and leveraged foreign exchange trading.

The amount of each significant category of revenue is as
follows:

3

SHBEEH(2)

a FB(ERMBHRERBESR
) REERFINMERXZR
BNRE]

ZrBRREEIR A MIEHRE
5l MEEIXZEHRIEERES
N EREBAINEBERKBEMK
BONRZMELZHEBEE - FX
HUWA(REF—#D) MER < E

ZRBERIRZABIRERER
SRNREMELEZHEBEEL
BEZVHRERAE - HEERHE
WEEMBZERMNKBYHE
AIEALED A BESEMRIUW
RZRXZHEH - KAEE (BRYH
HWEREBZE®) - REF2RY
R 2 B AR & RR I B AE ]
EXFE -

i A

AEBZEIBZXBABSFRRL AR
B BalhkBEEL RESXZIRBR
BEAINER 5 R -

EERHEAIBACENOT :

Six months ended
30 September
BEAB=1+TRHILLAEAR

2018 2017

—E2-—N\EF —E—tF

$°000 $°000

T +T

Brokerage commission LrefMe 249,934 220,499

Dealing income from bullion trading BEeRXR KA 15,123 17,699
Dealing income from leveraged foreign #8822, 1N FE &2 5 T A

exchange trading 158 —

Interest income from margin financing /& gt & ) 8 W A 185,283 145,644

Interest income from IPO financing BRAREBEERMENSRKA 20,921 5,211

471,419 389,053
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(Expressed in Hong Kong dollars unless otherwise indicated)

(B S BHEBI - KB TIIR)

5 OTHER INCOME

Interest income from

5 Hiib=

MEBWARE

Six months ended
30 September
BERLA=THLAXEA

2018

—E-N\F
$’000
Frx

2017
—E—tF
$’000
Tt

Financial assets carried at REBERTIRCEMEE
amortised cost
— Authorised institutions — R HE 54,107 19,478
— Cash clients —RBeXEF = 15,140
— Others — H 185 138
54,292 34,756
Financial assets carried at FVPL DEAFEFTAEBRZZARTEKRZ
SHMEE
— Cash clients —HReRF 14,718 —
69,010 34,756
Handling and settlement fees FEBLMEEER 38,564 35,275
Dividend income & B A 1,586 182
Sundry income HMIF A 2,622 1,282
111,782 71,495

6 OTHER NET (LOSS)/GAIN

Realised gain/(loss) from

6 Hft(FE) KWHEFH

Six months ended
30 September
BERLA=1THLAXEA

BER WG (BIR) XS

2018

—E2-N\F
$’000
Fx

2017
—T—+tF
$’000
Tt

— Held for trading investments — REEERBKE = (1,846)
— Financial assets at fair value through — 2 AF BT AEBR 2 S REE
profit or loss 203 —
Unrealised (loss)/gain from REW (BB, REERE
— Held for trading investments — BFEEERBREE - 632
— Financial assets at fair value through — IZ A FEF ABRZZ 2R EE
profit or loss (4,800) —
(4,597) (1,214)
Net foreign exchange (loss)/gain HNE (B518) /W 58 (3,459) 14,763
Gain/(loss) on disposals of property, HEWE - RERRE
plant and equipment Wz (&) 102 (18)
Error trades arising from dealings ErR S (48) (178)
Others Hh (357) (208)
(8,359) 13,145
BABSSHEBMERAA | =2 —/\/ — N EFHHS 51
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7 PROFIT BEFORE TAXATION 7 BR#BAIER
Profit before taxation is arrived at after charging: MRAFLAE R TR 5 S IEBER :

Six months ended
30 September
BEhRA=1THLAXEA

2018 2017
—E-N\F —TtF
$°000 $°000
T Tz
(a) Finance costs (a) BIEEA A
Interest expense on WTEEBEZHERAL
— Bank loans for IPO financing — BRAHBERE
ZIRITER 16,498 3,656
— Other bank loans — HMR{TER 79,175 50,898
— Loans from related companies — REBEELARER 5,208 153
— Others — Hp 594 382
101,475 55,089
(b) Other operating expenses (b) HhZEREX
Advertising and promotion BEREERY
expenses 3,790 4,145
Auditors’ remuneration % 2 6 B 766 745
Commission, handling and KrRmse FEB
settlement expenses LEEE A 42,062 34,098
Information and communication B BEARS
expenses 18,801 14,513
Legal and professional fees FENEXER 1,552 2,290
Operating lease payments LB AR
— property rentals — MERe 31,033 30,486
Rates and building management EMRIEFERE
fees 2,349 2,388
Miscellaneous expenses MIAR Y 18,687 14,360
119,040 103,025
52 Bright Smart Securities & Commodities Group Limited | Interim Report 2018/19
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8 INCOME TAX IN THE CONSOLIDATED 8 HMETEHWEZRZMEBH
STATEMENT OF COMPREHENSIVE
INCOME

Six months ended
30 September
BEAA=+HLAEA
2018 2017

—E—N\&F T
$’000 $’000
Frx T

Current tax — Hong Kong Profits ENHATEE — FEBRAEBH

7
7
%
%
%
z
/
%

Tax
Provision for the period B R 33,074 35,638
(Over)/under-provision in respect of BAFE (BREBE) BETE

prior years (11) 212
Deferred tax IE #E # 18

Origination and reversal of temporary — b= %8 7 R & # @

differences (2,507) (49)
Total tax charge for the period HRBEX AR 30,556 35,801
Hong Kong Profits Tax has been provided at the rate of E A TS Th IR AN BA R (4 51 FE 2R B i A
16.5% (2017: 16.5%) on the estimated assessable profits LA16.5% (ZE —+F 1 16.5%) 2 B EA{F
for the current period. R
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9 EARNINGS PER SHARE 9 BRER

Basic earnings per share BREXEF
BRERBMNIUARR A ERRKRREN
HWa AR AABREE BT T ®R 2N
RFEHEEE -

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

Six months ended
30 September
BZEZAA=1THLAEA

2018 2017
—g-NE —Et&

AN

Earnings

Profit for the period attributable

BH

KX B i R FE A B P04 A

to equity shareholders (Fz)

of the Company ($°000) 240,833 214,104
Number of shares KRG EAE
Weighted average number B BT ERAR 2 M T8

of ordinary shares in issue (FA)

(in thousands) 1,697,296 1,697,011
Basic earnings per share (cents) FRREREF (1) 14.19 12.62

54
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9 EARNINGS PER SHARE (Continued)

Diluted earnings per share

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive ordinary shares.

Earnings

Profit for the period attributable to

BF

BREN#)
EREEERF

BREBSRNIRRERMEEELEE
B AR B AT E BRI TS BGT

=H o
7t

Six months ended
30 September
BENA=1THILAEA

2018
=

2017
—E—tF

RN A A 26 PR PR A5 HA A A

equity shareholders of the Company (F7)
($°000) 240,833 214,104
Number of shares i &vig 4=
Weighted average number of ordinary & 277 & 3@ I 2 IN#E F 159 &
shares in issue (in thousands) (FA) 1,697,296 1,697,011
Effect of dilutive potential ordinary BEEBEELBRIFE
shares:
— Share options (in thousands) (note) — BERHE (F17) (W iE) - 9
Weighted average number of ordinary #stEFRESEFNMS 2
shares for the purpose of diluted TR INRE T B (FAR)
earnings per share (in thousands) 1,697,296 1,697,020
Diluted earnings per share (cents) SEREERF (1) 14.19 12.62
Note:  The computation of diluted earnings per share assumed Kiit - HEHEZE-_Z—+tFhLA=+HLK
the exercise of the Company’s outstanding share options BAERESRNNECBEARAATZ
with the exercise price lower than the average market RETEERERETE  MITEEKR
price during the six months ended 30 September 2017 REHHE  TEREABEEAS LK
with the adjustment for the share options lapsed or RETEZEREELAE -
exercised during the period.
10 DIVIDEND 10 RE

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

BABHEREBERLA | —FT—/\/ —NFFHRE

EEeTEEMBE_T-A\FAA=T
BEARBEAREPHRE(BRE-F—
FAA=+TBILEXREAR : £) -
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11

56

SEGMENT REPORTING

The Group manages its businesses by divisions, which
are organised by business lines. In a manner consistent
with the way in which information is reported internally
to the Group’s most senior executive management for
the purposes of resource allocation and performance
assessment, the Group has presented the following three
reportable segments. No operating segments have been
aggregated to form the following reportable segments.

(a)

Securities broking — provision of broking services in
securities traded in Hong Kong and overseas markets
and margin financing services to those broking clients.

Commodities and futures broking — provision of
broking services in commodities and futures contracts
traded in Hong Kong and overseas markets.

Bullion trading — bullion dealing and provision of
bullion trading service to customers.

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s senior executive management monitors the
results, assets and liabilities attributable to each
reportable segment on the following bases:

Segment assets include all tangible assets and current
assets with the exception of unallocated corporate
assets. Segment liabilities include liabilities and
accruals attributable to the activities of the individual
segments.

The measure used for reporting segment profit is
earnings before finance costs and taxes (“EBIT”).
To arrive at EBIT, the Group’s earnings are further
adjusted for items not specifically attributed to
individual segments, such as corporate administration
costs.

11

2 #B R &

REBZEBGABOBAANEEERE -
AREBRRERD ERRAFE - ALK
BRESTHREEABABZHREN —
MATRE2INAT=EAIREDE - HES
PREDEIABEK TII R HREDER

— BHREL —REHRBFABEREITS
B BHRERBRALKLER
REFRBERY -

— AmkBELERE —RHRBEAELE
SIS EEZAmEPEARNZE
A HRTS -

— RBREeXZ —HREEERAEFP
REREEXHRE -

(a) DEERE BEERER

BB BREAERE S BE D E
BR AEERETHREEABRR
ATEEEREAIREDIEIGEZ
B BENMAE:

THEERREMARNEERRD
BE WMARDERREERSIN - D
MEEEERENSBEBERZE
BEREFER -

RESBRARABZAEZE
BEBRBEKRANRE BN ZEF
(TEBIT]) - BB HEBT A&EE &
FlepnrEETCEBANSBP2E
B (AR AT A) 1E i — 5 3

B, o
=
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11 SEGMENT REPORTING (continued) 11

(b) Segment information

Six months ended 30 September 2018
BE-_Z-N\ERAA=1RHLEAEA

Securities
broking

BEma
$'000
Tr

Commodities
and futures
broking
R
HELLE HEERS
$°000 $°000

T T

Bullion
trading

Revenue from customers: KEEFZHA :
— Brokerage commission — & Ee 156,048 94,939 - 250,987
— Dealing income — X5l - - 15,123 15,123
— Interest income from margin —HEREFNSRA

financing 185,046 237 - 185,283
— Interest income from IPO —BRRRBERE

financing FBWA 20,921 - - 20,921
Reportable segment revenue AREDBRA 362,015 95,176 15,123 472,314
Interest income from cash clients  RE&ZFFI2WKA 14,718 - - 14,718
Other interest income Hit M S BA 47,050 7,061 181 54,292
Handling and settlement fees FEENLEER 38,559 5 - 38,564
Reportable segment profit (EBIT) AT 374 % &5 )& FI(EBIT) 329,880 28,468 12,631 370,979
Amortisation and depreciation BERITE 12,035 30 - 12,065
Finance costs B T B AR 105,768 - - 105,768
Additions to non-current segment  HIRRE 2 JER B

assets during the period NHEE 4,015 - = 4,015

At 30 September 2018
R-E-NFRA=TH
Commodities
Securities  and futures Bullion
broking broking trading
Bmk
FHLL HELLE HEERS
$°000 $°000 $°000
T T T
Reportable segment assets AREHNHEE 7,196,991 940,033 71,323 8,208,347
Reportable segment liabilities RESDEE (4,718,441) (678,858) (52,677)  (5,449,976)
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11 SEGMENT REPORTING (continued)

(b) Segment information (Continued)

11 7KL &)
b) DEER (&)

Six months ended 30 September 2017

Securities
broking

;s —

F_

Commaodities
and futures
broking
R
HEgi
$000

T

E—tFAA=THLEREAR

Bullion
trading

REERXS
$'000
T

Revenue from customers: TEREZWA :
— Brokerage commission —&ERe 152,739 67,849 - 220,588
— Dealing income LN — - 17,699 17,699
— Interest income from margin — HRBEFBMA

financing 145,407 237 — 145,644
— Interest income from IPO —BRAARBERETE

financing WA 5,211 - - 5,211
Reportable segment revenue A/ES LKA 303,357 68,086 17,699 389,142
Interest income from cash clients  HE&ZFFI 2K A 15,140 - = 15,140
Other interest income Hip A 8k A 17,519 2,025 52 19,596
Handling and settlement fees FEEBREEEA 35,269 5 1 35,275
Reportable segment profit (EBIT) A4 % &8 )& F(EBIT) 268,445 19,801 14,005 302,251
Amortisation and depreciation BENTE 6,583 55 39 6,677
Finance costs BIRER A 59,683 - = 59,683
Additions to non-current segment  HIARE 2 JER B

assets during the period DHEE 11,480 39 - 11,519

At 31 March 2018
R-ZE-—N\&E=ZA=+—H

Commaodities
Securities and futures Bullion
broking broking
Em k&
Fe Hegy BEERS
$'000 $'000 $'000
T T T
Reportable segment assets RENDEE 11,771,698 819,229 75468 12,666,395
Reportable segment liabilities AHENHBAR (9,553,886) (514,362) (46,927)  (10,115,175)
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11 SEGMENT REPORTING (Continued) 11 7WHE#)
(c) Reconciliation of reportable segment profit, (c) IHETRER BEEREEBZ
assets and liabilities HE

Six months ended
30 September
BZEhALA=1THLXEAR

2018 2017
—E-N\F — T+
$’000 $'000
Fr T
Revenue A
Reportable segment revenue A ¥R o BB UR A 472,314 389,142
Elimination $3H (1,053) (89)
Unallocated corporate revenue Ao R FRA 158 —
Consolidated revenue RAE WA 471,419 389,053
Profit % A
Reportable segment profit (EBIT) ] & 5 80 FIEBIT) 370,979 302,251
Finance costs B 7 AR (101,475) (55,089)
Unallocated corporate income AP RABWA 34,768 12,881
Unallocated corporate expenses OB AR (32,883) (10,138)
Consolidated profit before taxation 4R A BR B A F 271,389 249,905

At At
30 September 31 March

2018

R=-Z2—-N\&

hA=+H

$°000

T

Assets EE
Reportable segment assets AREDBEE 8,208,347 12,666,395
Elimination Eagi! (116,039) (124,209)
Unallocated corporate assets APOEAREE 43,845 96,918
Consolidated total assets e EERE 8,136,153 12,639,104
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11 SEGMENT REPORTING (continued)

(¢) Reconciliation of reportable segment profit,
assets and liabilities (Continued)

11

o EERE (&)

(c) UHHESWEFN BEERAEEBZ
k&)

At At
30 September 31 March
PLRE: 2018

R=F—N\F

hA=+H

$°000

T

Liabilities =K

Reportable segment liabilities AIRELHERE (5,449,976)  (10,115,175)
Elimination 54 1,384,845 355,358
Unallocated corporate liabilities ROBERARBRE (1,347,735) (242,325)
Consolidated total liabilities FeAaEReR (5,412,866)  (10,002,142)

12 PROPERTY, PLANT AND EQUIPMENT

Acquisitions and disposals

During the six months ended 30 September 2018, the
Group acquired property, plant and equipment with a cost
of $4,015,000 (six months ended 30 September 2017:
$11,598,000). Property, plant and equipment with no
net book value (six months ended 30 September 2017:
$18,000) were disposed during the six months ended 30
September 2018. A gain on disposal of $102,000 was
recognised during the six months ended 30 September
2018 (six months ended 30 September 2017: loss of
$18,000).

13 AVAILABLE-FOR-SALE SECURITIES

12

13

BEREE

REBEE-FE—N\FLA=ZF+HIEXEA "
7N £ B 3R K 454,015,000 (BE - —+
FAA=FTAHIESNEA : 11,698,0007T) &
ADNE BEEREZH REBEZ-_ZT—N\F
NAZ+BLERER  EEFEZT (HZE
ZE—tFNA=F+H1EAMEA : 18,000
T)ZNE BMEMSECDELE - REZE
—E-N\FENAZTHLAEA  BREE
W #5102,000 (BE-_ZT—+tFNA=+
Bt/ A : E1818,0007T) °

AHEEES

At At

30 September 31 March
2018 2018
RZZB-—NFE RZZT—NHF

hB=+HB =A=+—8H

$°000 $'000
T Tz
At fair value: BAFE
Listed equity securities EIRAES
— in Hong Kong (note) — BB (WE) - 61,809
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13 AVAILABLE-FOR-SALE SECURITIES 13 AIHEERS )
(Continued)

Note:  This amount arose under the accounting policies Kl #%4cBBERE-_ZET—-N\FEFMWA—-—RBZ
applicable prior to 1 April 2018. As part of the opening MBERANGTBRRELE -ERZ-F
balance adjustments as at 1 April 2018, the balances —NFHA—BHYEHAZRN—I
have been reclassified to financial assets at fair value D RBREETHOERRATETA
through profit or loss. Also see note 3 for further details. BHZemEE - E—FHEFLH

B 5E3 ©
14 ACCOUNTS RECEIVABLE 14 EBWERR

At At

30 September 31 March
2018 2018
R-B-—N\F R-ZT-N\#

hWA=+HB =A=+—H

NN oSS

$°000 $’000
T Tt
Accounts receivable FEUWER X
Accounts receivable from: FEUBRFRRH -
— Cash clients (note) — BeRF (Kit) - 427,229
— Margin clients (note) — HFERER (K1) - 10,327,197
— Clearing houses — EEF 711,227 922,901
— Brokers and dealers —RERR5HE 207,353 208,530
Less: Loss allowance W B R (183) (331)
Financial assets measured at amortised IZE K NI E 2 S RMEE
cost 918,397 11,885,526
Accounts receivable from: i Y=
— Cash clients (note) — REEP (K:#) 234,647 -
— Margin clients (note) —HFRER (Ki7) 6,260,818 -
— Subscription of new shares in IPO — RE &R B BEHK (7
(note) 12,341 =
Financial assets measured at FVPL IR A FEFSABRZZ ARG EZ
TREE 6,507,806 —
7,426,203 11,885,526
Note:  Accounts receivable arising from cash clients, margin Hiit: WMZZE—NFUA—BVBREBEEY
clients and subscriptions of new shares in IPO were BRELERFRE  REREEF
reclassified to financial assets measured at FVPL upon the HFREFERBENAAZETRZE
initial adoption of HKFRS 9 at 1 April 2018 (see note 3). WEEREEFH DB AUEAFEF AR
#2HRHEZEMAE (RMES) -
BARHSREEERAT | =T /\/ —NEFFHHS 61
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14 ACCOUNTS RECEIVABLE (Continued) 14 BERERNRZ)
The ageing analysis of accounts receivable from cash RBEMRCERRERFPEREEHE
clients based on the settlement date as at the end of the BZEREDITWOT

reporting period is as follows:

At At

30 September 31 March

2018 2018

—E-N\EF —E-N\F

hB=+H =A=+—H

$°000 $'000

T

Current BNER 50,752 155,537

Less than 1 month N SEENE 72,318 178,989

1 to 3 months 1£31E A 45,433 64,111

More than 3 months % A31E A 66,144 28,592
. 183,895 . 271,692

234,647 427,229
Accounts receivable from cash clients relate to a wide BRREBFERSIRZRITBIER
range of customers for whom there was no recent history BBz BEP - ZERWFBEHREESA
of default. These receivables are secured by their portfolios BEEIE - RITAMNBER SR - B
of securities. Cash clients are required to place deposits HPEEREASBEEERRMAIBEAR
as prescribed in the Group’s credit policy before execution & RZE-N\FNA=+H  EFH48
of any purchase transactions. At 30 September 2018, A 2 #TE 51,304,166,000T (ZFE — N
the total market value of their portfolios of securities was F=/F=+—H :2,370,271,0007T) ° &
$1,304,166,000 (31 March 2018: $2,370,271,000). Based BRELBREERANL EEEREEH

on past experience and current assessment, management wEama 2 glkE -

believes that the balances are fully recoverable.
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(B %= & 5= A

14

BIBHEREBERLT | —F

C A TTEIR)

ACCOUNTS RECEIVABLE (Continued)

Margin clients are required to pledge securities collateral
to the Group in order to obtain credit facilities for securities
trading. The amount of credit facilities granted to them is
determined by the discounted value of securities accepted
by the Group. At 30 September 2018, margin loans due
from margin clients were current and repayable on demand
except for $927,000 (31 March 2018: $348,000) where the
margin loans were past due. $799,000 (31 March 2018:
$21,000) were past due for less than 1 month. $1,000 (31
March 2018: $4,000) were past due for 3 months to 1 year.
$127,000 (31 March 2018: $323,000) were past due for
over 1 year following the trading suspension of the pledged
securities. At 30 September 2018, margin loans totalling
$5,434,574,000 (31 March 2018: $10,326,692,000) were
fully collateralised by securities at a total market value of
$11,525,161,000 (31 March 2018: $20,528,590,000). The
remaining margin loans of $826,244,000 (31 March 2018:
$505,000) were collateralised by securities with a market
value of $753,074,000 (31 March 2018: $157,000). The
total market value of securities pledged as collateral by
all margin clients was $17,369,039,000 (31 March 2018:
$25,876,765,000). Margin loans that were past due relate
to a number of independent customers that have a good
track record with the Group. Based on past experience
and current assessment, management believes that the
balances are fully recoverable.

For accounts receivable relating to subscriptions of new
shares in IPO, no ageing analysis of subscriptions of new
shares in IPO is disclosed as the ageing analysis does not
give additional value in view of the nature of this business.

The fair value of fully collateralised accounts receivables
from cash client, margin clients and subscription in
new shares in IPO is determined by the fair value of
collaterals, capped by the principal amount and accrued
interest, without discounting. The fair value of the under-
collateralised accounts receivables is determined by
discounted cash flow model.

—N\/ —hEFHERE

14

FE W BR FX (42)

HREFPAMASEBEGIRESKIFS
UMEBARXSEREZERE - ?*%fﬁz
21:ffraﬂé“i%ﬂ;z$ﬁl%wmz

MIEBEETE - :;—)\ianJr
H 927,000t (ZE—NF=A=+—
B 34800071)2%% BER@ s - e
WHAREPZHRERBABRARE

BREER 799,000t (ZEE—N\NF=A
=+—H :21,000) @B R1EA -

1,00 (ZE—NF=ZA=Z=+—H:
4,00070) B @ B3 A =14 127,000
T(ZZEZ—N\FE=HA=+—H 323,000
fc)ﬁéaféiﬁ?“#W%EE&%ﬁHﬂiﬁ‘
1FE - R _ZE—N\NFHLA=+8H"
5,434,574,000c( ZE—N\F=ZA=+—
BH :10,326,692,0007t) 7 TR E K & &
LA 48 T (B 511,525,161,00070 (= T — )\
#£=H=+—H :20,528,590,0007%) Z
FBHEEAIKIR - ££77826,244,000L (=&
—N\F=A=+—H :505,0007T) Z &
B RUATEA753,074,00070 ( —Z— N\ 4
=RA=+—8 :157,0007T) 2 EAEAE
B -MEFREFECEREAEBRZE
% #8185 17,369,039,0007L (—F — N\

Cl/\

F=HA=+—8 :25876,765,0007T) °
BHFRERSRETEHAEEFRL

RBZBIEF - REBELREER
ft EIEJE*HE%%%%%EIE%IWE

PR B R AR B EHR Z EWR RN
FOBRRNEEEBZEE  RESTLE
WRFRIMEE MU BEERBE XA
BEMRZEREDNT -

E2BERERZKEREEF  FRE
P RABEERAREESHRZERERR
ZAFEDRERGZAFEEE - LR

RASEREFHE  TFHE - HHED
BZRERWERZA %’M{E)ﬂﬁﬂﬁiﬁﬁﬁifﬁ
ERAET -
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14 ACCOUNTS RECEIVABLE (Continued) 14 BWERR#)
Accounts receivable from clearing houses, brokers and EWEER BERRZFHZERAEA
dealers are current. These represent (1) pending trades H RENWEBEBHFEBIHFHEEER
arising from the business of dealing in securities, which are 2 —BRXS5BERBRAIE - RQE
normally due within a few days after the trade date and EHERHEECNEB 2 FRREZR -

(2) margin deposits arising from the business of dealing in
futures and options contracts.

Loss allowance of accounts receivable EWERBERRE

Loss allowance in respect of accounts receivable are FEWBR R BB BB A BBREE X
recorded using an allowance account unless the Group is SEEEEWRERIBZATREETNKERIN -
satisfied that recovery of the amount is remote, in which FERERT @ BEE S EWRER M -
case the loss is written off against the accounts receivable

directly.

On 1 April 2018, the loss allowance is provided upon 7 —N\FWEUA—H  AEBEEMK

=

EAFOFMARE BB - FER

adoption of HKFRS 9 with details disclosed in note 3. &
i REOHE -
The movement in the loss allowance during the period is as EBEBERASHERZEZSHNOT -
follows:
Six months
ended
30 September
2018
BZ
—E-N\F
hA=+HIE
~{E A
$’000
Frx
At 1 April R A—A 331
Amounts written off as uncollectible IR ENTE € (331)
First adoption of HKFRS 9 BRERABRBM B HREELFIR 183
At 30 September RNUA=+H 183
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15

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

15 HiEWFIE

At

30 September
2018
R-ZZE-N\F

hB=+8
$’000
T

RERBAMNRE

At

31 March
2018
RZZE—NF
—BA=+—8
$'000

T

Rental and utility deposits HEMKEEES 19,808 18,493
Prepayments BT FRIE 4,671 4,867
Other receivables E i pE W 8 11,404 9,276

35,883 32,636

Included in the above balances are amounts of $5,938,000
and $5,289,000 as at 30 September 2018 and 31 March
2018 respectively which are expected to be recovered in
more than one year.

16 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise:

16

RZE—NFAA=Z+BE_ZE—NHF
ZA=+—8 FFALUEHBZFKED R
£5,938,0007T X 5,289,0007T © B HI & A
—FEmE o

ReRkAEEEY

RekReEBYERE

At At

30 September 31 March

2018 2018

RZZ2E—-NF RZZ—N\F

hA=+8B =A=+—H

$°000 $'000

T T+t

Deposits with banks RITIF K 14,095 85,971
Cash at bank and in hand RITRFERS 540,273 425,916
554,368 511,887

The Group maintains segregated accounts with authorised
institutions to hold client money in the normal course of
business.

At 30 September 2018, client money maintained in
segregated accounts not otherwise dealt with in the interim
financial statements amounted to $8,670,315,000 (31
March 2018: $8,410,398,000).

BABHEREBERLA | —FT—/\/ —NFFHRE

AEERRBARBEREBLES - RNAF
EGBRETRAEREFESR -

R-ZE-—NEHLA=1H REBEIEREF’E
A I A R HA B RS R R H 3P0 iR 1R
2 EBF &% /”8,670,315000 T (=& — )\
F=H=+—H :8,410,398,0007T) °
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(B S BHEA - AETIIR)

17 ACCOUNTS PAYABLE

17

FE 13 BR X

At

30 September
2018
R=F—N\F

hBA=+8
$°000
T

Accounts payable FERTBR K

— Cash clients —BeRF 260,090 293,611

— Margin clients —HFEEP 802,610 1,181,767

— Clearing houses — BEEF 86,598 178,606

— Brokers — APy 33,072 51,141
1,182,370 1,705,125

All of the accounts payable are current, and are expected to
be settled within one year or repayable on demand.

RERNERSNBRERR —FRB

EHAERERESRE -

18 ACCRUED EXPENSES AND OTHER 18 FEGTBA X R H t FE {3+ K 1E
PAYABLES

At At

30 September 31 March

2018 2018

R=FB—NF RZZE—NF

hB=+H =A=+-—8H

$°000 $'000

Fx T

Commission rebate payable FES A & B B 23,281 36,672

Accrued bonuses FEETIEAT 28,908 14,146
Stamp duty, trading levy JERENER X5BE

and trading fee payables kX5 4,465 11,262

Receipt in advance FE U FRIE 1,590 717

Other payables E b fE S FRE 15,369 23,381

73,613 86,178

All accrued expenses and other payables are expected to
be settled or recognised as income within one year.
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(B S BHEBI - KB TIIR)

19 BANK LOANS

19 RITER

At At
30 September 31 March
2018 2018
R=ZZB—-N\F
hA=+H
$°000
Fx
Secured loans BEAER
— Bank loans — IRITEX 2,525,795 7,924,885
Unsecured loans EIRAER
— Bank loans — IRITEXK 1,344,000 241,000
3,869,795 8,165,885

All the bank loans are repayable within one year and are
classified as current liabilities. The carrying amounts of the
bank borrowings approximate their fair value.

The bank loans as at 30 September 2018 and 31 March
2018 were interest-bearing. Securities collateral deposited
by the Group’s margin clients was re-pledged to banks
to secure these loan facilities. Such banking facilities
were Uutilised to the extent of $2,525,795,000 (81 March
2018: $7,924,885,000). The fair value of the collateral
repledged to banks as at 30 September 2018 amounted to
$6,259,417,000 (31 March 2018: $14,123,507,000).

20 SHARE CAPITAL, SHARE PREMIUM,
RESERVES AND DIVIDENDS

(a) Share capital

At 30 September 2018
R=Z-NFNRA=1H
No. of

At 1 April/30 September/
31 March

REA—B/NA=+H/
=A=t+—8

20

PRERITERAN-FREERDE
RBAE - ROTBEEZEEEEERATE
BE -

RZE—NFAA=Z=+TBE_ZE—NF
ZA=Z+—RAZRITEFHAEFTE - A&
EFREFFEZESFEARBERT
BT LUNESEEERRE - BHERTH
B8 H2,525,795,000 (= — \F=
B=4+—H :7,924,885,0007T) - " =&
—N\FNLA=+H BEBETRTZIKF
5h A F1E 56,259,417,0007T (Z & — )\ 5
=A=+—8 :14,123,507,0007C) °

BRE - -ROBE FEEKRKRE

(a) B

Authorised ordinary shares of $0.30 each

shares value
g ! HfE
$°000 $'000
Tr Tt

10,000,000,000

BR0.30T ZEEEER
At 31 March 2018
RZE-\E=A=1+—H
No. of Nominal
shares value

i &R HiE

Nominal

3,000,000 10,000,000,000 3,000,000

BABHEREBERLA | —FT—/\/ —NFFHRE
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20 SHARE CAPITAL, SHARE PREMIUM,

(a) Share capital (Continued)

At 30 September 2018
R-E-NFhA=T1A

No. of

shares
R & E

20 A& - BRHOEE HERKRE
RESERVES AND DIVIDENDS (cContinued) (4#)

(a) BA&(#E)

Issued and fully paid
ERTRAR
At 31 March 2018
RZE-—N\E=ZA=+—H
Nominal No. of Nominal
value shares value
H{E k! HfE
$°000 $000
T T

At 1 April RIOA—H 1,697,296,308 509,189  1,696,996,308 509,099
Shares issued under share option ~ EIREEEIET
scheme BEBIRHG - - 300,000 20
At 30 September/31 March BWhAZ+R/
=R=+-—H 1,697,296,308 509,189  1,697,296,308 509,189

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are
entitled to one vote per share at meetings of the
Company. All ordinary shares rank equally with regard
to the Company’s residual assets.

During the six months ended 30 September 2018,
no share options were exercised to subscribe for any
ordinary shares (year ended 31 March 2018: share
options were exercised to subscribe for 300,000
ordinary shares at a consideration of $387,000 of
which $90,000 was credited to share capital and the
balance of $343,000 was credited to share premium
account, which included a balance of $46,000 that
has been transferred from the share option reserve).

EBRRBEADERERARRT
BRERZBRE ARARTKREELE
WERBENER -—ZREE-A
ERERNARR 2B EETEY
FAEREFMA -

RBEE-_ZT—NFALA=Z+tHLX
@A  WEITEBERERBL AR
(Bz—_Z2—N\F=ZA=+—81
FE - BREEITEAREES00,000
B - A8 A387,0000T @ E A
90,000 T %I & BR A - i) & #2343,000
T AERODEER 2P BIEEE
B BE A% R % 18 2 45 $246,0007T) °
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20 SHARE CAPITAL, SHARE PREMIUM,
RESERVES AND DIVIDENDS (continued)

(b) Dividends

Dividends payable to equity shareholders of the
Company attributable to the previous financial year,
approved and paid during the interim period:

Final dividend in respect of the previous I —BtHEE 2 REARK S,
A R HA AR R E B ROR 1S

financial year, approved and paid
during the interim period

200 RAE -BROEE - RERKKRE

(&)

b KE

N TARABEERR ZBETIR
BE—MBRFE AXRPHHEE
#E FOR A

Six months ended
30 September
BEAA=THLEAEA
2018 2017
—E—tF
$'000
T

—E-N\F
$’000
Tx

154,454 81,456

(c)

Nature and purpose of reserves
(i) Share premium

Under the Companies Law of the Cayman
Islands, the share premium account of the
Company may be applied for payment of
distributions or dividends to shareholders
provided that immediately following the date on
which the distribution or dividend is proposed
to be paid, the Company is able to pay its
debts as they fall due in the ordinary course of
business.

(ii) Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations
as well as the effective portion of any foreign
exchange differences arising from hedges of the
net investment in these foreign operations.

BABHEREBERLA | —FT—/\/ —NFFHRE

() REHEERE®N

(i)

(ii)

& 1 %= 1B

RERSEERRE  ARA
Z B A i 1B BR A) B 1R S A R
NFRRZDEREKRE - HER
BE #2153 TR 3K 15 BB B A
® ARRNDAEAEREB
RREMNEIBER -

B e

Eif#EHESMEELRRE
BN ZHBERRZERZ
BN AT EEINERFR
BZAMERZBED -
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20 SHARE CAPITAL, SHARE PREMIUM,
RESERVES AND DIVIDENDS (Continued)

(c) Nature and purpose of reserves (Continued)
(iii) Investment revaluation reserve

Prior to 1 April 2018, the investment revaluation
reserve comprises the cumulative net change
in the fair value of available-for-sale securities
held at the end of the reporting period date in
accordance with HKAS 39. This amount has
been reclassified to realised/unrealised gain
upon the initial adoption of HKFRS 9 at 1 April
2018 (see note 3).

(iv) Merger reserve

On 29 June 2010, the Company acquired
the entire issued share capital of Bright
Smart Futures & Commodities Co., Ltd,
Bright Smart Securities International (H.K.)
Limited and Merit Act Limited through Bright
Smart Investment Holdings Limited from
their respective shareholders. The difference
between the nominal value of the share capital
of the subsidiaries acquired as a result of the
restructuring exercise and the nominal value
of the share capital of the Company issued
in exchange thereof is treated as an equity
movement and recorded in “Merger reserve”.

(v) Share option reserve

The share option reserve comprises the fair
value of the actual number of unexercised share
options granted under the share option scheme
recognised in accordance with the accounting
policy adopted for share-based payments.

20 RAE -ROEE  REKRE

(%)

(c) REMERENE)

(iii)

(iv)

(v)

REEMHE

R—ZZFE—-NFMA—BAH -
RIEFR G ERFI%
REEHFHBERRENREHR
EI%EZTT HEEZ < RAT
R EEEFE - WHREAR =
T-NFHA-HEXKAE
AYBHREERNFEIRFCDE
MOBECER REHR KA
(R H5E3) -

BB

R-F—FFXA=-+NAB -
ARRERBRTREEZBRER
RAEAIABTHERARBRA
T BIBHFER(EE)AR
REIMEBERRARZERRK
REBZEAR Z2HEHT
PRA - AEEEE MK KEZ
()= PNCIA NIRRT
EETZBRAEE(EARE)
MEZEZBRRIFRZEDR
B YRR EIAHHEEIA -

BREMS

BREFERZERBELARND
REMZFARBZ T ER
ERREBREFERTZKR
TEBEREERKBEZAYF
B -
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21 EQUITY-SETTLED SHARE-BASED

PAYMENTS

The Company has a share option scheme which was
adopted on 4 August 2010 by a resolution of the board
of directors of the Company whereby the employee,
consultants, contractors and directors of the Group are
entitled to the share option scheme. The options granted
have no vesting condition and are then exercisable within a
period of three years. Each option gives the holder the right
to subscribe for one ordinary share of the Company.

(a)

The number and weighted average exercise
prices of share options are as follow:

At 1 April REA—AH
Exercised during the period/year  H8 /ER{T{E
Lapsed during the period/year 8/ ERRW
Outstanding RAB=Z+R/
at 30 September/31 March ZA=1+—H
BRI
Exercisable RhAZ+R/
at 30 September/31 March =A=+-8H
AT

At 30 September 2018, there was no outstanding
option. The options outstanding at 31 March 2018
had a weighted average exercise price of $3.85 and
a weighted average remaining contractual life of 2

months.

BABHEREBERLA | —FT—/\/ —NFFHRE

21

EE&EURODABER ZRE

ARTRE —BEREETE R -F—F
FN\AMARARREFEBBRARR
W AREER BH - REBREFS
ES AW B - Rt BRELRE
B RTNZEHNTE - THBRE
BT 8 ARFIRE - RADAEBK -

(a) BREBERMNEFITEEN

S
At 30 September 2018 At 31 March 2018
R=B-NEhA=TH R-E-NF=A=+-H

Weighted Weighted

Number of average Number of average
share exercise share exercise
options price options price
gL 15

BREHE IR EREHE TRE
7,710,000 3.85 8,960,000 3.76
- - (300,000) 1.29
(7,710,000) 3.85 (950,000) 3.80
- - 7,710,000 3.85

7,710,000 3.85

RZZE-NFAA=+H #EE
RERARITE R-_T—-N\F=A
=t BRARTEZEREMEF
17 % (B /3.857T M M #E F 13
TRINFEHR2EA -
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21 EQUITY-SETTLED SHARE-BASED
PAYMENTS (Continued)

21 REEURONRER ZKE
(4)

72

(b) Fair value of share options and assumptions

The fair value of services received in return for share
options granted is measured by reference to the fair
value of share options granted. The estimate of the
fair value of the share options granted is measured
based on the Black-Scholes model. The contractual
life of the share option is used as an input into this
model. Expectations of early exercise are incorporated
into the Black-Scholes model.

(b)

BREAFERREBR

1ER IR BB A 2 @ M 4B 2 AR
BeRFEDIZ2RAXHBREZ
RFEMFE -FAIREBERE G
FAAFERARSE —FEHER
FHECBEREZANFHREAZE
AZ—HBAZ2H - RETEREY
EMANR —SF@HER -

23 June

2015

—E—hF

Date of grant NAZ+=H
Fair value at measurement date REtEHBZ AFE $0.96
Share price % (B $3.85
Exercise price TEE $3.85
Expected volatility T8 B @ 57.27%
Option life FE R B U 1.5 year
Expected dividends vyield TEHARR B X 2.83%
Risk-free interest rate 12 [ fex 1) 0.22%
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REBRTHYBREME

(Expressed in Hong Kong dollars unless otherwise indicated)
(Br = HIEBIN - ABTIIR)

22 COMMITMENTS
(a) Capital commitments
Capital commitments outstanding at 30 September

2018 not provided for in the financial statements were
as follows:

Contracted for BET49

22 EIE
(a) BEAREIE

R-B—N\FENAA=+EERER
EHBHRE L ERKEMT

At

30 September
2018
R=ZF—N\F

hBA=+8
$°000
T
4,797 4,452

(b) Operating lease commitments:

The total future minimum lease payments under
non-cancellable operating lease on properties are
payable as follows:

—FR

Within one year
After one year but within five years

—FREAFNRN

(b) REFERIE

REVEZ TAARMBELLEROET
ZARRZEBRERBRBEAR T
MR XA

At

30 September
2018
R-Z-N\F

AB=+8H
$’000
T

46,405 55,451
24,597 15,2683

71,002 70,714

The Group leases a number of properties under
operating leases. The leases typically run for an initial
period of one to five years with an option to renew the
leases when all terms are renegotiated. None of the
leases includes contingent rentals.

BABHEREBERLA | —FT—/\/ —NFFHRE

AEBEREZELEHAOHEHEZEY
X - ZFHOBEVNZAH—E1
FOURMERENERMAGKE
BREAN - HOTERESIARES -
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(Expressed in Hong Kong dollars unless otherwise indicated)
(B S BHEA - AETIIR)

23 FINANCIAL RISK MANAGEMENT AND 23 BIKBRKREERAFEE
FAIR VALUES

(a) Fair values measurement (a) AFEFE
() Financial assets measured at fair value (i) AFEFENEREE
Fair value hierarchy RFEER

The following table presents the fair value of
the Group’s financial instruments measured at
the end of the reporting period on a recurring
basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value
measurement is classified is determined with
reference to the observability and significance
of the inputs used in the valuation technique as
follows:

74

Level 1 valuations: Fair value measured

TREINXNBERARREE N
EXEIDERBEVBR
EREAEIR[ A FEFEIR
REN=ZFRFEFLREN
AEBERMIARFE- - RF
B ENEROBHZ2ENUT
HETEMERE AEBNAH
EUREBMEE

F—MEE: REAFE—

using only Level 1 inputs i.e. unadjusted Fe AE(BVAER & E
quoted prices in active markets for identical BERITEREERMS
assets or liabilities at the measurement MREAERE)GTED
date NS

Level 2 valuations: Fair value measured
using Level 2 inputs i.e. observable
inputs which fail to meet Level 1, and not
using significant unobservable inputs.
Unobservable inputs are inputs for which
market data are not available

Level 3 valuation: Fair value measured
using significant unobservable inputs

F_MEE: ERE-R
BAEBIRERNE S —
AR AE) BY
AEREZTABEHA
BFFEHNQFE - TAH
R AEEEIERNS
BENHAE

ERIEE  EAEET
TEEGABIHENDT
&
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REEZLPH MRS E

(Expressed in Hong Kong dollars unless otherwise indicated)
(Br = HIEBIN - ABTIIR)

23 FINANCIAL RISK MANAGEMENT AND 23
FAIR VALUES (Continued)

MHEBREERDFEE

(a) Fair values measurement (Continued) (a) 2FEFEE)
()  Financial assets measured at fair value () EBEAFEFENESHREE(F
(Continued)

Fair value hierarchy (Continued) RFEERE)
AEBBEE XV BERA
eRMIA(BERATFETA
BERvemEE)BRETHR
B -ZEBEERMGRERE
j¥:&0

The Group has a finance team performing daily
valuations for the financial instruments, including
financial assets at fair value through profit or
loss. The team reports directly to the chief
financial officer.

Fair value measurement as at
31 March 2018 categorised into

Fair value measurement as at
30 September 2018 categorised into

R=Z-NFRA=+HH RZZ-\E=A=1-HfH
AYEFESEAR NEHENER
Level 1 Level 2 Level 3 Level 2
-1 ok =4 F-&
$000 $000 $000 $:000
Fr Fr Tr TT T
Recurring fair value BEMATETE
measurements
Assets: EE:
Available-for-sale equity HREERAES
securities
— Listed —fm = - - 61,809 - -
Financial assets at fair value 22 TEG ABH
through profit or loss CREE
— Listed securities — k&% 38,865 = = = = =
— Futures contracts —BEEH 38 - - - - -
— Accounts receivable — BYER - 6,434,636 73,170 = = =
Liabilites: af:
Held for trading investments  #{EEER iz &
— Futures contracts —BELY - - - (420) - -
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REBZT R B R EMEE

(Expressed in Hong Kong dollars unless otherwise indicated)
(B ZHIEBIN - LABTIIR)

23 FINANCIAL RISK MANAGEMENT AND 23 MBEBEERAFESE)

FAIR VALUES (Continued)
(a) Fair values measurement (Continued) (a)

(i) Financial assets measured at fair value
(Continued)

Fair value hierarchy (Continued)

During the period ended 30 September 2018,
there were no transfers between Level 1 and
Level 2, while there were transfers into Level 3
from Level 2 when significant inputs used in the
fair value measurements which were previously
observable became unobservable and out of
Level 3 into Level 2 when significant inputs
used in the fair value measurements which were
previously unobservable became observable.
The Group’s policy is to recognise transfers
between levels of fair value hierarchy as at the
end of the reporting period in which they occur.

(ii) Valuation techniques and inputs used in
Level 2 fair value measurements

The fair value of fully collateralised accounts
receivables from cash clients, margin clients and
subscription in new shares in IPO is determined
by the fair value of collaterals, capped by the
principal amount and accrued interest, without
discounting.

(iii) Information about Level 3 fair value

(ii)

RFEERE)

RBE_Z-N\FNLA=1H
IEHE F-EBRE_EZH
VHEBETMERE MRAE
RFERRAUBRZERH
AEBELSTABERER  B%E =
BEREZE=-E NtEAQYF
BEERATABREZEEHA
BR2ATEEE AHE=E
EREEF_E -AEBEZER
TTRBELEBERZRERRER
RFEEHRBEELFZEH
B

FE_EBAVENEMAMGER
ERBWAE

E2BERENZKREREE
F AREFRABERAR
BETRZBUERZAFE
DEERRZ ATFEEE - £
RRACENMEFME  TF

BRI -

(i) FEAE=EAFEFEZENR

measurements
Significant
Valuation unobservable Weighted
techniques inputs average
EETAEHE
fEE A % B AE In#EFEIGH
Accounts receivable Discounted Discount Rate 2.46% — 10.15% 4.29%
Cash Flow
JE U BR 3R ARIRBeRE AL IR &
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23 FINANCIAL RISK MANAGEMENT AND 23 BBRAREERAFEE)
FAIR VALUES (Continued)

(a) Fair values measurement (Continued) (a) AFEFEE)
(iii) Information about Level 3 fair value (i) BEFE=BAFEFEZER
measurements (Continued) (%)
The fair value of the under-collateralised, BRI EZRWER 2 AFE
accounts receivables, is determined by DR R BRET o

discounted cash flow model.

The movement during the period in the balance £
of Level 3 fair value measurements is as follows: ZEEMT

30 September

2018
R=ZB—NF
hAB=+H
$°000
Fix
Accounts receivable FEULARE K
At 1 April R A—H = -

Reclassification from financial asset R £ & 76 B 18 3 & 2E 8|
measured at amortised cost upon YR 1E AR E SR AR ST

adoption of HKFRS 9 EYEREEETSE 347 —
Transfer to Level 2 HEEFE R (347) —
Transfer from Level 2 ME_EEE 73,170 —
At 30 September RNAA=+A8 73,170 =
(iv) Fair value of financial assets and liabilities (iv) HFUAAFEINENEREE
carried at other than fair value rFEBEZAFE
The carrying amount of the Group’s financial AEEREKATENSM TR
instruments carried at cost are not materially JEEAERAENR_-_ZT—N\F
different from their fair values as at 30 NWA=Z=+BR-_Z—NE=A
September 2018 and 31 March 2018. =T—HZAFEHEETK -
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23 FINANCIAL RISK MANAGEMENT AND 23 BBEBREBERAFEE)
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial (b)) EHEREEREREAR
liabilities
() Financial assets subject to offsetting, () SEE LFHIIFLHER
enforceable master netting arrangements or BOUBHBARZERMEE

similar agreements

As 30 September 2018
RZZ-NERA=TH
Gross
amount of  Net amount
recognised  of financial
financial assets
liabilities ~ presented Related amounts not
Gross  offset in the inthe offset in the consolidated
amount of consolidated consolidated statement of

recognised  statement statement financial position
financial  of financial of financial Collateral Financial
assets position position received instruments  Net amount
REG& T GauH
KRREH2 HAR252 TERGRHERRE
ERAER CEILR SHEE EHzRBLE

Type of financial assets SREEEN BEAT B4R B chERR $RIE
$000 $1000 $1000 $1000 $000
r I r r r
Accounts receivable due EREEMZER
from clearing houses 1,244,069 (1,208,660) 35,409 - (35,409) -
Accounts receivable due BUEFZER
from clients 7,498,103  (1,002,688) 6495415  (6,422,211) - 73,204
8,742,172 (2,211,348) 6,530,824  (6,422,211) (35,409) 73,204
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23 FINANCIAL RISK MANAGEMENT AND 23 BBRAREERAFEE)
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial b)) E#HtRmEERSREE#H)
liabilities (Continued)
() Financial assets subject to offsetting, () SHESE LFHIILHEY
enforceable master netting arrangements or BUMROARZEMERE (&)

similar agreements (Continued)

As 31 March 2018
NEZR=+-H
Gross

amount of  Net amount
recognised  of financial

financial assets

liabilities presented Related amounts not

Gross  offset in the in the offset in the consolidated
amount of  consolidated  consolidated statement of

recognised statement statement financial position
financial of financial of financial Collateral Financial
assets position position received instruments  Net amount
I A A

i
Type of financial assets SRBEED BEEE vt 8 EWEAR
$'000 1 $000
i ] T 7
Accounts recelvable due BUEEmZER
from clearing houses 338502 (3198127 140375 (14037 -
Accounts receivable due BUEFZER
from clients 18,114,504 (2,360,461) 10,754,043 (10,753,674) - 369
16,453,006 (5,558,588 10,894,418 (10,753,674) (140,375) 369
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23 FINANCIAL RISK MANAGEMENT AND 23 BBEBREBERAFEE)
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial (b) EHEEREERESREBEHE)
liabilities (Continued)
(i) Financial liabilities subject to offsetting, (i) ZKFE LFEIIRER
enforceable master netting arrangements or BOUBHBARZEHMAE

similar agreements

As 30 September 2018
RZZ-NERA=TH
Gross
amount of  Net amount
recognised  of financial
financial liabilities
assets  presented Related amounts not
Gross  offset in the inthe offset in the consolidated
amount of consolidated consolidated statement of
recognised  statement  statement financial position
financial  of financial of financial Collateral Financial
liabilities position position received instruments  Net amount
REERUH GRE%
RRZEHZ HAR2I TERGEHERRE
ERRER CRILR tHER ik Pl
Type of financial liabilities ~ £ @& EEFI BfaE EEAE FH CEhEER $RIE
$000 $000 $000 $000 $000
T T T T T

Accounts payable due to EREERZER

clearing houses 1,295,258 (1,208,660) 86,598 (35,409) - 51,189
Accounts payable due to clients EREFE Z&X 1,221,552 (1,002,688) 218,864 - - 218,864
2516810  (2211,348) 305,462 (35,409) = 270,053
80 Bright Smart Securities & Commodities Group Limited | Interim Report 2018/19




Notes to the Unaudited Interim Financial Report
REEZLPH MRS E

(Expressed in Hong Kong dollars unless otherwise indicated)
(Br = HIEBIN - ABTIIR)

23 FINANCIAL RISK MANAGEMENT AND 23 BBRAREERAFEE)
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial b)) E#HtRmEERSREE#H)
liabilities (Continued)
(i) Financial liabilities subject to offsetting, (i) ZEHE LFEIFRER
enforceable master netting arrangements or BUMROARZEMEBE(E)

similar agreements (Continued)

As 31 March 2018
\ NEZR=+-H
Gross
amount of  Net amount
recognised o financial
financial liabilities
assets presented Related amounts not
Gross  offset in the in the offset in the consolidated
amount of  consolidated  consolidated statement of
recognised statement statement financial position
financial of financial of financial Collateral Financial
liabilities ii position received instruments  Net amount

Type of financial liabilties SHERER

Accounts payable due to EREERZER

clearing houses 3,376,734 (3,198,127) 178,607 (140,375) - 38,232
Accounts payable due to clients EREFE 7 & 3,301,858 (2,360,461) 941,397 = = 941,397
6,678,592 (5,558,588) 1,120,004 (140,375) - 979,629
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23 FINANCIAL RISK MANAGEMENT AND 23

FAIR VALUES (Continued)

(b) Offsetting financial assets and financial

liabilities (Continued)

(iii) The tables below reconcile the “net amounts
of financial assets and financial liabilities
presented in the consolidated statement of
financial position”, as set out above, to the
accounts receivable and accounts payable
presented in the consolidated statement of
financial position.

BEEREERAFE S

b)) EHEBREERTREEE)

(iii)

TRAGEVMBRREKRED
ZEMEERETBMEEZF
BI(WEXFre) BERETHK
AR R 2 5 2 B W AR R R FE A

R ZHER -

At At
30 September 31 March
2018 2018
—2-NFE —T-N\F
"B=+H =A=+—H
$°000 $’000
Fx T
Net amount of financial assets after 0 a3 8 18
offsetting as stated above CREEFRE 6,530,824 10,894,418
Financial assets not in scope of WIREHEEHE
offsetting disclosure SREE 895,562 991,439
Loss allowance BB (183) (331)
7,426,203 11,885,526
Net amount of financial liabilities i Eat K sE g
after offsetting as stated above TRBEFRE 305,462 1,120,004
Financial liabilities not in scope of WIEE S R EE 2
offsetting disclosure TREE 876,908 585,121
1,182,370 1,705,125

82
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(Expressed in Hong Kong dollars unless otherwise indicated)

(Brm=BHEBI - B TIIR)

24

MATERIAL RELATED PARTY
TRANSACTIONS

In addition to the related party information disclosed
elsewhere in the interim financial statements, the
Group entered into the following material related party
transactions.

(a) Balances with related parties

(i)

(i

As at 30 September 2018, the Group
had accounts receivable from directors of
$214,658,000 (31 March 2018: $281,571,000)
and accounts payable to directors of
$30,594,000 (31 March 2018: $28,422,000)
respectively which was arising from the Group’s
ordinary course of business in securities broking,
margin financing and commodities and futures
broking. Accounts receivable/payable from/
to directors are set at same terms as those
normally offered to third party clients.

As at 30 September 2018, included in other
receivables, deposits and repayments were
rental and office management deposits of
$12,449,000 (31 March 2018: $10,639,000)
which had been made to related companies
owned by Mr. Yip, a director and controlling
shareholder of the Company. These amounts
are unsecured, interest-free and repayable upon
expiry of the respective leases.

BABHEREBERLA | —FT—/\/ —NFFHRE

24 EXBEALIRS

BB RREMBORE ZBEA
TERN  RNEERFETIERBEAL

(a) HBAEATZHER

i)y RZE-—NFALA=+8H"
AEEHRBERRKESTER
214,658,000 (= F — N\NF =
A=+—H :281,571,0007T)
% e+t # = BR 530,594,000 7T
(ZBE—-NEFE=Z=A=+—8:
28,422,0007T) * I JhH R A
ERASEBRETESLL
FRBEUNLREREBELER
EBmEL -BRK ENES
ERE—REETE=ZATFP
HEBMBREIEK -

iy RZE—NFHLA=+RH H
fthFEWERIE e TN A
A 12,449,000 T (=& — N\
F=ZA=+—H :10,639,000
T)BRAARRRE S RIER
RRELEHEBECHELAX
NZHERBAEEEES -
ZEsHAERBEREE - W
ARERNBHERREERE -
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24 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

24 ERBEAETRF (&)

(a) HBABALTZ&ERE)

(a) Balances with related parties (Continued)

84

(i)

On 31 March 2011, 16 June 2014 and 2
September 2014, the Company entered
into three loan facility letters with World Mix
Limited (“WML”), a company which is 100%
beneficially owned by Mr. Yip, for the provision
of $310,000,000, $80,000,000 and $50,000,000
revolving loan facilities respectively from WML
to the Company for the Company’s general
working capital purpose. The first loan bore
interest at HIBOR plus 2.25% per annum while
the other two loans bore interest at HIBOR plus
2.75% per annum. All of them were unsecured
and repayable on demand. On 9 July 2018, a
new loan facility letter was entered into between
the Company and WML, and replaced the above
three loan facility letters. The new revolving
loan facility amounted to $1,000,000,000 bears
interest at HIBOR plus 2.75% per annum, is
unsecured and repayable on demand. Interest
expense of $5,208,000 was incurred during
the period (six months ended 30 September
2017: $153,000). As at 30 September 2018, the
Company had an amount of $210,164,000 (31
March 2018: $Nil) due to WML under the facility.

(i)

R—ZE——F=ZA=+—H "
—_F— EE/\H-F/\EI&_
T-MOEALAZRH  ARQA
mHitmAERAR(TER] - £
%Eiéa R R A/NEIDE |
hMmM§u# NAAE
%ﬁﬁm$ o R A
h,\mﬁﬂésmomMmOE
80,000,000 Jt X 50,000,000
T BERRRIZ—MEEE
© F—EEREREBETRA
EIRBEMN2.25%F F Rt B
HHEMEEREREBRITA
EFRBM2.75%FEF R 8 -
EEHEAERBRARERE
B -R—_E—NFtANLH "
ARpal Bt GEI L —H I E R
BERY  UWBRRER=MHE
HEERG - HBERERME
1,000,000,0007C % & H R TR
R BM2.75%FEF R 8 -
AEEKERARERKEE-
BN E £ F B B % 5,208,000
T(EHE-_E—+tFALA=Z+
B1E/N{8 A : 153,0007T) ° A
ZE-NFhRA=+8H KA
RIREREEMNEGRZHES
210,164,000 L (=T — \FE =
A=4+—8:Zx) -
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24 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(b) Other transactions with related parties

(i) Brokerage income of $119,000 (six months
ended 30 September 2017: $191,000) and
interest income of $3,459,000 (six months
ended 30 September 2017: $2,548,000) were
earned from directors in the ordinary course
of the Group’s business of securities broking,
commodities and futures broking and margin
and IPO financings. Commission rates and
interest rates are set at the same level as those
normally offered to third party clients.

(i)  Rental expenses of $20,826,000 (six months
ended 30 September 2017: $19,830,000)
were charged by related companies owned by
Mr. Yip, a director and controlling shareholder of
the Company at a rate mutually agreed between
the parties with reference to market rates.

(i)  The total future minimum lease payment under
non-cancellable operating lease on properties
are payable to related companies owned by
Mr. Yip, a director and controlling shareholder of
the Company as follows:

24 ERBEAETRF (&)

(b) HEEEATZHMRS

iy &4 % A119,000 T (& =& —
TE—+ENA=ZFTHIEANE
A 191,000 L) & F Bk A
3,459,000 L (EH &= = T — +
FAAZ=ZFTBLEARNMEAR:
2,548,0007L) TN AL B A E
EITHESFCEL BRAkPEE
CUARFENERXARESR
BEBZBERMEFTRER
e WERMBITR—KRME
ZHRPIRHEZERKFE -

(iy £ #M %20,826,000 7T (& =
TE—+FABZTHIEAE
A :19,830,0007T) Jy LI 4975
SEMLHERLEBEZHE
BN FARARARES KRR
REXEHBZEBERT -

(iy WETATHMOLEHOMYE
ENARRESE IR RE
EEBMBZBERRZ KR E
REAEZRBHBOT

At At

30 September 31 March

2018 2018
R=F—N\F

hB=+8H
$’000
Fx

Within one year —F R 23,249 39,660
After one year but within five years —FHRERAFR - —
23,249 39,660
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24 MATERIAL RELATED PARTY

86

TRANSACTIONS (Continued)

(b)

Other transactions with related parties
(Continued)

(iv)

On 13 June 2012, Bright Smart Securities
International (H.K.) Limited (“BSSI”), an indirect
wholly-owned subsidiary of the Company,
entered into a loan facility letter with China
Finance (Worldwide) Limited (“CFW?”), a company
which is 100% beneficially owned by Mr. Yip,
for the provision of a revolving loan facility
of $600,000,000 by CFW to BSSI for BSSI's
general working capital purposes. The facility
bore interest at HIBOR plus 2.75% per annum,
was unsecured and repayable on demand. On 9
July 2018, a new loan facility letter was entered
into between BSSI and CFW, and replaced the
above loan facility letter. The new revolving loan
facility amounted $1,000,000,000 bears interest
at HIBOR plus 2.75% per annum, is unsecured
and repayable on demand. No interest expense
was incurred during the period (six months
ended 30 September 2017: $Nil). As at 30
September 2018, no drawing was made (31
March 2018: nil) under the facility.

24 ERBEAETRF (&)

(b) EBEEALTZHMRZ(Z)

(iv)

RZE—Z—FXA+=H #
THERFEREB)ARAQA
(IBRAFESH]  ARAIZHEE
2 &M B AR H A BB (E
B)BBRAR([HETB] - &
EEZEEnBEE ARG
Y—HhERBERYT  RNEEB
ARG EMRES ZFHRERE
IR B X B & 600,000,000 7T -
DR A BHFBE—MREE
B - ZERBEZREABRITA
EREM2.75%F F Rt B
AREEBAREREREE-
RZZE—NFtANB 8BS
BHHEAEBBITL D
BERmERY  UEBRERE
HEEERG HERERHRE
1,000,000,000 0% & & R17 [
EFRBM2.75%F F K5 8
AERKBRAREREE -
HAYTEEEFEA(EE
—E—tFAA=ZTHIEXRE
A:Zn) - R-ZE—NFEAN
A=1+H HBERZERER
REMKEB(ZE-—NF=A
=t+t—HB:ZTx)-
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Independent Auditor’s Review Report

BYZEMEFRARE

KPMG

Review report to the board of directors of
Bright Smart Securities & Commodities Group Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
29 to 86 which comprises the consolidated statement of
financial position of Bright Smart Securities & Commodities
Group Limited (the “Company”) as of 30 September 2018 and
the related consolidated statement of comprehensive income,
consolidated statement of changes in equity and condensed
consolidated cash flow statement for the six-month 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.

Qur 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.

BABHEREBERLA | —FT—/\/ —NFFHRE

FEARBHSEMEEBERAT
EZgEHRE
(RESHESTMAE L HERLA)

]
“=

B EHIHNE20E6ERTEFTHE
BERAB(ERAR DR HP KRS - b
HUBRERER_ZE-N\FAA=TENRK
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Independent Auditor’s Review Report

BYZEMEFRRE

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.

CONCLUSION

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