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Corporate Information (continued)
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Management Discussion and Analysis
BUSINESS REVIEW
Car Rental Business

During the review period, the Group continued its operation
of car rental business in China through its indirect wholly-
owned subsidiary, tRE%/TEHEFREFE R A (Beijing Tu
An Car Rental Services Limited*)(“Beijing Tu An”), in which
its existing fleet size has reached saturation usage. Beijing
Tu An is striving to enhance its capacity and attract more
new customers. For the six months ended 30 June 2018,
the car rental business segment of the Group recorded a
revenue of approximately HK$12.3 million (six months ended
30 June 2017: HK$13.2 million). The management of the
Group believes that car rental market in China is still at the
early stage of development. Alongside the rapid development
of Internet and the increasing awareness of diversified online
leasing mode, traditional long-term leasing market remains
agile, while short-term leasing has developed to become
one of the most important transport options of individual
consumers. The demand in car rental market is huge, and the
industry has considerable potential for growth.

Materials Trading Business

The materials trading business remains the Group’s primary
source of income although the materials trading volume
decreased during the review period. For the six months
ended 30 June 2018, the Group’s revenue of the materials
trading segment decreased by 11% from approximately
HK$1,201.6 million for the six months ended 30 June 2017
to HK$1,064.8 million. Gross profit and gross profit margin
were approximately HK$55.1 million and 5.2% respectively.
The Chinese president, Xi Jinping, proposed a series of
favourable polices, such as the “One Belt, One Road” initiative
in 2013 and the agreement between China and Association
of Southeast Asian Nations regarding the expansion of free
trade policies in November 2015, all these policies have
strengthened the continuous development of the materials
trading business.

* For identification purpose only
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Management Discussion and Analysis
(continued)

BUSINESS REVIEW (continued)
Financing Services Business

The Group has a money lender licence under the Money
Lenders Ordinance (Chapter 163, Laws of Hong Kong)
through its wholly-owned subsidiary to conduct money lending
business in Hong Kong through the provision of loans. The
Group is currently putting its effort in launching its financing
services business, with an aim to gaining an advantageous
position in the industry by providing customers with flexible,
accessible and tailor-made financing services.

Investment Business

On the basis of diversification strategy and continuous
expansion of business, the Group is actively looking for and
acquiring various quality assets, asset management companies
and other financial businesses to reinforce the strength of the
business segments. In the first half of the year, the Group has
entered into agreements of the following proposed investment
and acquisition of companies with quality assets:

In April 2018, the Group entered into a subscription agreement
with Bravo Star Asia Limited (Z £ 521 G 2 7)) (‘Bravo”),
pursuant to which the Group has conditionally agreed to
subscribe at a total subscription price of approximately
HK$62.2 million for 0.5% of the enlarged share capital of
Bravo. Bitfily (Shenzhen) Technology Co. Limited* (kb X 7
GERIYI) B AR A 8) (“Bitfily”) is the sole wholly-owned
subsidiary of Bravo. Bitfily is one of the world’s leading
blockchain technology companies and is principally engaged
in the research and development, production and sales of
encrypted digital currency mining machines as well as software
and hardware products with high performance and low power
consumption for mining machines.

Interim Report 2018
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Management Discussion and Analysis
(continued)

BUSINESS REVIEW (continued)
Investment Business (continued)

In May 2018, the Group entered into a capital increase
agreement with Higgs Dynamics (Zhuhai) Company Limited* (%
RHTE) W R (378 ) ER A7) (“‘Higgs Dynamics”), pursuant
to which the Group has conditionally agreed to contribute
RMB51.0 million (equivalent to approximately HK$63.3
million) in cash for 60% of the enlarged registered capital of
Higgs Dynamics. Higgs Dynamics is primarily engaged in the
research and development, production and sales of service
robots.

In June 2018, the Group entered into an equity transfer
agreement to acquire 30% equity interest in the registered
capital of Chongyang Health Data Technology (Shenzhen)
Company Limited* (EB R EHBERMWORI)BEREEQ
7@l )(“Chongyang Health Data”) at a consideration of
RMB30.0 million (equivalent to approximately HK$36.8
million). Chongyang Health Data is primarily engaged in
the development of intelligent communication devices and
healthcare data software, and the provision of health and
wellness management consulting services.

HongDa Financial Holding Limited
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Management Discussion and Analysis
(continued)

FUTURE OUTLOOK

The Group’s management believes that financial services
are essential to corporate development and socio-
economic growth and that the provision of financial services
is a business with generous potential and sustainable
development prospects. The Group is making great efforts
to enter the financial service industry with investment and
asset management as the core business, and to focus on
the development of innovative technology and professional
asset management business, including exploring investment
opportunities in artificial intelligence, robotics and blockchain
applications, and to actively grasp this promising business
opportunity. Being led by its diversified strategies, the Group
will continue to expand its business type, enlarge its high-
quality customer base, and enhance its innovation ability and
market competitiveness, so as to further broaden its income
sources and pave the way for future development.

In addition, the Group has been introducing institutional
investors and strategic partners to support our business
development, and to pave the way for new business
opportunities through the issuance of convertible bonds and
other different financing channels. We believe that the Group
will create higher value for our shareholders in the long run.

* For identification purpose only
Interim Report 2018
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW
Results of the Group
Revenue

During the six months ended 30 June 2018, the Group
recorded a revenue of approximately HK$1,081.9 million,
which represented a decrease of 11% as compared to the
revenue of approximately HK$1,214.9 million as recorded for
the six months ended 30 June 2017. The decrease was mainly
resulted from the decrease in materials trading volume from
approximately HK$1,201.6 million for the six months ended
30 June 2017 to approximately HK$1,064.8 million for the six
months ended 30 June 2018.

Cost of sales

Cost of sales of the Group decreased by approximately 13%
from approximately HK$1,173.7 million for the six months
ended 30 June 2017 to approximately HK$1,020.0 million for
the six months ended 30 June 2018. The decrease was mainly
attributable to the decrease in sales volume of materials
trading during the period under review.

Gross profit and margin

The Group recorded a gross profit of approximately HK$61.9
million for the six months ended 30 June 2018, representing
an increase of approximately 50% as compared to the gross
profit recorded in the prior period under review. The gross
profit margin increased by approximately 2.3% from 3.4% in
2017 to 5.7% in the period under review. The increase was
mainly resulted from the increase in the average selling price
of materials.

HongDa Financial Holding Limited

EEEWED o

1 % B B
REERE
V&S

HE-_Z— ) \FAAZFTHIEAEA A&
[ &% 15 Ug 25 491,081,900,00078 7T * W& =
ZE—tEFRNA=ZTHLEAEAZENKRE
#91,214,900,0007% 7T T~ Bk11% ° U = & 2
FEHAMBESE TR  BRMHEZEFH K
HBEZ-ZT—tFAAZTHLEANERND
1,201,600,000 B TR A EBE T — \F R
A=-+H81E18 A &%) 1,064,800,000 % T °

HERE

AEERNHEERABEE_ZSE—tF A=
B 1t /<@ A & 491,173,700,000 7 T 8 4 49
13% EHE_FT—NFAA=THILEAEAKN
#71,020,000,000/8 7T © $R1SEKIEE EHN A
EEBMAMKEZEEEBRD -

EAREFFE

HE-_Z—)\EXA=Z+BHL~ER - K&EE
X183 EFI%61,900,00078 7T + &t [0 68 H R 8%
BOEF EFALE0% - EFMER-_ZT—LFMN
3.4% B MK 2.3% E AR EHRENS.7% - B
BT EERAME 2 FHE B MNTE -

hESRERERAR



Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Results of the Group (continued)
Other income and gains

Other income and gains of the Group increased by
approximately 126%, from approximately HK$47.9 million
for the six months ended 30 June 2017 to approximately
HK$108.3 million for the six months ended 30 June 2018. The
increase was primarily due to the net effect of the (i) increase
in fair value gain on financial assets at fair value through profit
or loss of HK$47.3 million; (ii) increase in fair value gain on
investment property of HK$18.8 million; (i) decrease in fair
value gain on derivative financial instruments in relation to
convertible bonds of HK$17.9 million; and (iv) dividend income
from a financial asset at fair value through profit or loss of
HK$9.7 million during the period under review.

Selling and distribution expenses

Selling and distribution expenses of the Group increased by
33% from approximately HK$1.4 million during the six months
ended 30 June 2017 to approximately HK$1.8 million for the
six months ended 30 June 2018. The increase was mainly due
to the extra cost incurred as a result of business expansion
during the period under review.

General and administrative expenses

General and administrative expenses of the Group increased
by 82% from approximately HK$25.4 million for the six months
ended 30 June 2017 to approximately HK$46.1 million for the
six months ended 30 June 2018. The increase was mainly due
to the extra cost incurred as a result of business expansion
during the period under review. The average employee
headcount increased by 48 and resulted to the increase in
staff cost by approximately HK$8.2 million. Extra administrative
expenses of approximately HK$11.0 million also incurred in
relation to an investment property in the United States, which
was acquired in the second half of 2017.

Interim Report 2018
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Results of the Group (continued)
Finance costs

Finance costs increased from approximately HK$29.1 million
for the six months ended 30 June 2017 to approximately
HK$78.3 million for the six months ended 30 June 2018.
The increase was mainly due to the (i) drawdown of certain
new interest-bearing other borrowings; and (ii) issue of a new
convertible bond during the second half of 2017 to finance
investments and acquisitions.

Income tax expense

Income tax expense decreased from approximately
HK$1.4 million for the six months ended 30 June 2017 to
approximately HK$0.5 million for the six months ended 30
June 2018, which was mainly due to the increase in tax
deductible expenses during the period under review.

Liquidity and financial resources

As at 30 June 2018, cash and cash equivalents of the Group
amounted to approximately HK$34.5 million (31 December
2017: HK$29.4 million).

As at 30 June 2018, the Group had interest-bearing bank and
other borrowings amounted to approximately HK$721.2 million
(31 December 2017: HK$376.2 million) and the Group also
had liability component of convertible bonds of approximately
HK$318.0 million (31 December 2017: HK$316.9 million).

In view of the Group’s current cash and cash equivalents
balance and funds generated internally from the Group’s
operations, the Board is confident that the Group has sufficient
resources to meet its debt repayment and finance needs for
its operations for the foreseeable future.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)

Gearing ratio

EEENWE DN

(%)
RO ()
EERMELR

30 June 31 December
2018 2017
—EB-N\E —T—+F
RA=+H +ZHA=+—H
HK$ HK$
BT BIT
(Unaudited) (Audited)
(RBEX) (18 EZ)
Total interest-bearing bank and other TR REMEEAHTE K
borrowings and liability component of ARRESCBESD
convertible bonds 1,039,156,338 693,006,860
Total assets BERE 2,219,750,765 1,852,544,913
Gearing ratio BEBRILE 46.8% 37.4%
The increase in the gearing ratio was mainly due to the EEABLEREMNDEEHALEHRRIE
drawdown of certain new interest-bearing other borrowings FE s EMEEREK -
during the period under review.
As at 30 June 2018, the maturity profile of the interest-bearing RN-E—NEXNAF=+B AEEBR—FR

bank and other borrowings of the Group falling due within
one year and from the second year to third year, amounted
to approximately HK$385.8 million (31 December 2017:
HK$276.2 million), and HK$335.4 million (31 December 2017:
HK$100.0 million), respectively, of which bank and other
borrowings of approximately HK$354.7 million (31 December
2017: HK$119.3 million) and approximately HK$66.4 million
(31 December 2017: HK$76.8 million) were denominated in US
dollar and Renminbi respectively.

As at 30 June 2018, the maturity profile of the liability
component of the Group’s issued convertible bonds falling
due within one year and from the second year to third year
amounted to approximately HK$86.1 million (31 December
2017: HK$93.9 million) and HK$231.9 million (31 December
2017: HK$222.9 million), respectively.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Capital structure

The capital of the Company comprises only ordinary shares.
As at 30 June 2018, the total number of the ordinary shares of
the Company was 6,810,750,454 (with an aggregate nominal
value of HK$68,107,505). The total number of issued shares
had been changed during the period under review as follows:

EEENWE DN

(#)
5t 75 10 L (48
BEARRRB

ARBMERAEBHEBRAEAK - R=2F
—“NFRA=Z+TRH ARAAEBRALES
6,810,750,454 iX (T 1B # % /68,107,505 /8
J) o BEITRD AN AL B HRE 2 Z 8
T

No. of Shares
f&n B

1 January 2018
Add: Placing of new shares (Note)

—E—\F—A—H
o EEFRG (M)

6,634,170,454
176,580,000

30 June 2018

—E-N\FRA=1+H

6,810,750,454

Note:

On 4 May 2018, the Company entered into a conditional placing
agreement with an independent placing agent whereby the Company
conditionally agreed to place, through the placing agent, up to
176,580,000 placing shares to not less than six independent placees
at a price of HK$0.3 per placing share (the “Placing”). The maximum
number of 176,580,000 placing shares (with aggregate nominal value
of HK$1,765,800) were successfully placed upon completion of the
Placing on 23 May 2018. Details of share placement were contained
in the announcements of the Company dated 4 May 2018 and 23 May
2018.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Charges on the Group’s assets

At 30 June 2018, certain of the Group’s other borrowings
were secured by the Group’s motor vehicles of approximately
HK$4.4 million (31 December 2017: HK$2.4 million),
trade receivables of approximately HK$632.7 million (31
December 2017: HK$602.2 million) and investment property
of approximately HK$243.2 million (31 December 2017:
HK$218.8 million).

Foreign currency exposure

The foreign currency exposure of the Group primarily arises
from revenue or income generated, cost and expenses
incurred, and certain bank and other borrowings denominated
in currencies other than the functional currency of the Group’s
operating units. For the Group’s operating units that have
United States dollar and Renminbi as their functional currency,
their foreign currency transactions and the units’ monetary
assets and liabilities denominated in foreign currencies that
were translated at the functional currency rates of exchange
ruling as at 30 June 2018 were mainly denominated in Hong
Kong dollars. The Group expected that the exposure to
exchange rates fluctuation was not significant and therefore
had not engaged in any hedging activities.

Contingent liabilities

At 30 June 2018, the Group provided a corporate guarantee
in favour of an independent third party in respect of a
loan facility granted to an associate of the Group up to an
aggregate amount of approximately HK$205.0 million (31
December 2017: HK$205.0 million), of which HK$23.1 million
(81 December 2017: HK$23.1 million) has been utilised.
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Management Discussion and Analysis
(continued)

FINANCIAL REVIEW (continued)
Capital Commitments

As at the end of the reporting period, the Group had
outstanding capital commitments amounted to approximately
HK$209.7 million (31 December 2017: HK$26.4 million).

DIVIDENDS

The Board does not recommend the payment of any dividend
for the six months ended 30 June 2018 (2017: Nil).

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2018, the Group employed a total of 83
employees. Total staff costs, including directors emoluments,
amounted to approximately HK$17.1 million for the six months
ended 30 June 2018. The Group’s remuneration policies were
determined with reference to the performance, qualification
and experience of individual employee, as well as the results
of the Group and the market conditions. The Group provided
discretionary bonuses, medical insurance, provident fund
contribution, education subsidy and training to its employees.
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Other Information

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 30 June 2018, none of the Directors of the Company or
their close associates had any interests or short positions in
any shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Future Ordinance (the “SFQ”)),
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which were
taken or deemed to have been taken under such provisions
of the SFO), or which were required to be recorded in the
register kept by the Company under Section 352 of the SFO,
or otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).
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Other Information (continued)

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 30 June 2018, so far as is known to the Directors, the
following persons had interests or short positions in the shares
or underlying shares of the Company, being 5% or more of
the total issued share capital of the Company, as recorded in
the register required to be kept by the Company under section
336 of the SFO:

HbER @)

FTERRREMATREQTRS
HERORESHEZRKXR

RZZE-N\FRA=TH BEEMRHA - T
ATRAR R AR D A M s 3
KRUEARRREHEITHABESBHIAL)E
RERN AR B ARERE 5 NS &I 336 &
FENELMA :

Long position in the shares: BRONEFE :
Percentage of the
Company’s issued
share capital
(Note 3)
Number of EARARBRA
Name of substantial shareholders Capacity/Nature of interest Shares interested N
TERREB/HE af/ BatE BERENRAYE B3
Sino Merchant Car Rental Limited (Note 1) Beneficial owner 3,499,233,889 51.38%
EHMERRRA T 1) BLRRE
Dundee Greentech Limited (Note 2) (f:22) Beneficial owner 789,500,000 11.59%
BLnRAE
China Orient Asset Management Corporation Person having a security interest in shares 2,261,473,889 33.20%
hERHEEERAA RROEBEFER AL
Notes: et -

(1) These 3,499,2383,889 shares are registered in the name of Sino
Merchant Car Rental Limited (a company incorporated in the
British Virgin Islands), the entire issued share capital of which
is owned as to 60% by Ms. Deng Shufen and 40% by Ms. Liu
Jiangyuan.
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Other Information (continued)

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

(continued)

Long position in the shares: (continued)

Notes: (continued)

(2) These 789,500,000 shares are registered in the name of
Dundee Greentech Limited (a company incorporated in the
British Virgin Islands), the entire issued share capital of which
is held by Mr. Liu Hailong.

(3) The percentage of shareholding is calculated on the basis of
6,810,750,454 shares in issue as at 30 June 2018.

Save as disclosed above, as at 30 June 2018, no person
had registered an interest or a short position in the shares or
underlying shares of the Company that was required to be
recorded in the register of the Company pursuant to section
336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SECURITIES

At no time during the period was the Company, or any of
its subsidiaries a party to any arrangements which enable a
Director of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or
any other body corporate and none of the Directors or their
spouses or their children under the age of 18 had any right to
subscribe for the securities of the Company or had exercised
any such rights.
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Other Information (continued)

SHARE OPTION SCHEME

The share option scheme adopted on 27 November 2009
was cancelled and a new share option scheme was adopted
on 3 June 2016 (the “2016 Share Option Scheme”) by the
shareholders. The purpose of the 2016 Share Option Scheme
is providing incentives and rewards to eligible participants
who contribute to the success of the Group. The 2016
Share Option Scheme was adopted for a period of 10 years
commencing from 3 June 2016 and will remain in force until 2
June 2026.

Eligible participant under the 2016 Share Option Scheme
includes any full-time or part-time employees, executives
(including executive, non-executive and independent non-
executive Directors) of the Company or any of its subsidiaries,
any suppliers of goods or services, any customers, any
person or entity that provides research, development or other
technological support, any shareholder of any member of the
Group, any adviser or consultant to any area of business or
business development of any member of the Group and any
other groups, or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or
other business arrangement to the development and growth of
the Group.

The subscription price shall be determined by the Board but
shall not be less than the highest of (i) the closing price of
Shares as stated in the daily quotations sheets issued by the
Stock Exchange on the date of the offer for grant which must
be a business day; (i) the average closing price of Shares
as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding the
date of the offer for the grant; and (ii) the nominal value of the
Shares.
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Other Information (continued)

SHARE OPTION SCHEME (continued)

Upon acceptance of the options, the grantee shall pay HK$1
to the Company as nominal consideration for the grant. The
acceptance of an offer of the grant of the option must be
made within 21 days from the date of offer for grant. An
option may be exercised in accordance with the terms of the
2016 Share Option Scheme at any time during a period to be
determined and notified by the Board which shall not exceed
ten years from the date of grant subject to the provisions of
early termination thereof. Unless otherwise determined by the
Board and stated in the offer for the grant to a grantee, there
is no minimum period required under the 2016 Share Option
Scheme for the holding of an option before it can be exercised
and no performance target which needs to be achieved by a
grantee before the options can be exercised.

Based on 6,481,375,000 shares in issue as at the date of
adoption of the 2016 Share Option Scheme, the maximum
number of shares to be issued upon the exercise of options
that may be granted under the 2016 Share Option Scheme are
648,137,500 shares, being 10% of the shares in issue as at
the date of adoption. The total number of shares available for
issue under the 2016 Share Option Scheme is 648,137,500
shares, representing 9.5% of the total number of Shares in
issue as at 30 June 2018. The maximum entitlement of each
participant shall not in any 12-month period exceed 1% of the
Company’s issued share capital from time to time.

For the period ended 30 June 2018, no options was granted
under the 2016 Share Option Scheme. In addition, there is
no outstanding share option under the 2016 Share Option
Scheme as at 31 December 2017 and 30 June 2018.
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Other Information (continued)

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code contained in
Appendix 10 to the Listing Rules as its own code for dealing
in securities of the Company by Directors. All Directors, after
specific enquiries by the Company, confirmed that they had
complied with the required standard as set out in the Model
Code throughout the six months ended 30 June 2018.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities
during the six months ended 30 June 2018.

CORPORATE GOVERNANCE

The Company complied with the code provisions set out in the
Corporate Governance Code contained in Appendix 14 to the
Listing Rules on the Stock Exchange throughout the period
under review, except code provisions A.6.7 of the Code as the
Directors Mr. Li Xiaolu, Ms. Wang Li and Mr. Zhao Xianming
were unable to attend the annual general meeting of the
Company held on 30 May 2018 due to their other business
engagement.
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Other Information (continued)

AUDIT COMMITTEE REVIEW

The Company has established an audit committee with written
terms of reference in compliance with Rule 3.21 of the Listing
Rules and the Corporate Governance Code and Corporate
Governance Report as set out in Appendix 14 to the Listing
Rules. The audit committee of the Company, comprises all
three independent non-executive Directors, namely, Mr. Wong
Yiu Kit, Ernest, Mr. Zhao Xianming and Dr. Guan Huanfei, and
Mr. Zhao Xianming is the Chairman of the audit committee.
The audit committee has reviewed with the management the
accounting principles adopted by the Group and the unaudited
interim financial statements of the Group for the six months
ended 30 June 2018.

APPRECIATION

The Board would like to take this opportunity to express
its gratitude to our customers and shareholders for their
continuing support as well as our staff for their dedication and
hard work.

By order of the Board
HongDa Financial Holding Limited
Chen Xiaohang
Executive Director & Chief Executive Officer

Hong Kong, 27 August 2018
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The board of directors (the “Board”) of HongDa Financial
Holding Limited (the “Company”, together with its subsidiaries
(the “Group”), hereby presents the unaudited condensed
consolidated interim results of the Group for the six months
ended 30 June 2018 together with the comparative unaudited
figures for the six months ended 30 June 2017, as follows:

Condensed Consolidated Statement of

Profit or Loss
For the six months ended 30 June 2018

SESRIERBRAB([ELE ] - ERENEB
REmEIAEEDEES([ESE)EL=E
WAEEBE_ZT—N\FA=1THILEA
MAREZEREETHNEE  ERBE-F
—EFERNA=ZTHRLEANEANREEZL R
FIAT

EHGSEAER
BE=T-N\EAA=+ALAEA

Six months ended 30 June
BZ~A=THLREA

2018 2017
—E-N\& “2—+F
Notes HK$ HK$
B = BT BT
(Unaudited) (Unautﬂtgd)
(REER) (REZ=%Z)
REVENUE s 5 1,081,933,234 1,214,855,710
Cost of sales HEKA (1,020,023,782)  (1,173,698,792)
Gross profit e 61,909,452 41,156,918
Other income and gains Hil A Rz 108,342,427 47,900,987
Selling and distribution expenses HERDHER (1,836,229) (1,378,657)
General and administrative expenses —RETHER (46,136,221) (25,367,877)
Other expenses Hin &R (6,255,000) (596,240)
Finance costs BEKA 6 (78,309,584) (29,110,596)
Share of losses of: JE{ELAT 518 -
Joint venture BERA (1,921,728) (2,396,037)
Associates NG (11,073,180 =
PROFIT BEFORE TAX BRBL AR A 7 24,719,937 30,208,498
Income tax expense FIEHAX 8 (478,231) (1,406,752)
PROFIT FOR THE PERIOD BRI 24,241,706 28,801,746
Attributable to: AN AL
Ordinary equity holders of the Company AREEBRBEFEA 23,585,879 28,801,746
Non-controlling interests R R 705,827 =
24,241,706 28,801,746
EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE HiR#A 4 8&ERRE
TO ORDINARY EQUITY HOLDERS OF THE BEAEGEERER,
COMPANY FOR THE PERIOD (B8) 10
Basic AR HK0.35 centifli  HKO0.44 cent /Bl
Diluted B HKO0.35 centi&fll  HK(0.01) cent &l

HongDa Financial Holding Limited

shESRERERAA



B AL

Condensed Consolidated Statement of

Comprehensive Income
For the six months ended 30 June 2018 HEZZT—N\FRA=1THILAHEA

Six months ended 30 June

BEAA=THILAEA

2018 2017
—B-N\F T tF
HK$ HK$

BT BTT
(Unaudited) (Unaudited)

(REER) (REEEZ)

PROFIT FOR THE PERIOD HA R 3E Rl 24,241,706 28,801,746

OTHER COMPREHENSIVE INCOME/ HthZ2EKA (&18)

(LOSS)
ltems that may be subsequently HigrmgamnsBsiExn

reclassified to profit or loss: ZIER
Fair value gain on available-for-sale AEHERECZATE

investment Wz - 3,475,139
Exchange differences: MEHZER :

Exchange differences arising on BEIRINETH

translation of foreign operations PE X =% 103,538 3,048,939

JE(E—RBERE 2
HE2mEE (146,813) =

Share of other comprehensive loss of
an associate

(43,275) 6,524,078

TOTAL COMPREHENSIVE INCOME HR2HEW AL
FOR THE PERIOD 24,198,431 35,325,824
Attributable to: AT AL :
Ordinary equity holders of the R AEBRARGE
Company BEA 23,492,604 35,325,824
Non-controlling interests FEPE AR B = 705,827 =
24,198,431 35,325,824

Interim Report 2018

—E-NFHHRE



Condensed Consolidated Statement of

Financial Position
As at 30 June 2018

GRS M BRI T

R-ZE—N\FA=1+H

30 June 31 December
2018 2017
—E-N\f —Z2—+
AA=tH +ZA=1+—H
Notes HK$ HK$
B &t BT BT
(Unaudited) (Audited)
(REBER) (fE2=1%Z)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment mE - BEMEE 25,294,789 24,538,634
Investment property KEY 243,226,000 218,817,726
Intangible assets BRAE 41,383,517 41,968,109
Interest in a joint venture R—REERAIRER 3,776,873 8,416,252
Interests in associates PREE DB ER 101,541,218 112,736,711
Long term prepayment and deposits REBEARERRS 105,578,305 105,726,305
Loan receivable e E K - 15,629,000
Debt component of acquired convertible bond = Y& A[ A% (& 5 < B2 5 - 38,845,732
Available-for-sale investments AgEERE - 203,813,000
Financial assets at fair value through ZATFEF ABRA
profit or loss TREE 11 532,940,200 -
Derivative financial instrument PTESmIA - 68,000
Total non-current assets FRBEELE 1,053,740,902 770,559,469
CURRENT ASSETS REEE
Inventories FE 6,762,379 7,108,684
Trade receivables U BR K 12 972,834,308 1,018,088,069
Loan receivable W E R 15,629,000 =
Prepayments, deposits and other receivables FffFJE « k& K H A
MR 122,802,659 14,092,619
Tax recoverable AR B F I8 1,480,810 1,313,412
Restricted cash ZBRFIRE 12,032,877 11,973,985
Cash and cash equivalents BeRBELEEY 34,467,830 29,408,675
Total current assets REEELEAE 1,166,009,863  1,081,985,444
CURRENT LIABILITIES REEE
Trade payables FE ST EBR X 13 832,432 126,336
Other payables and accruals Hofth T FIB R B AT A 88,031,453 148,009,084
Interest-bearing bank and other borrowings SFRRITREMEE 385,779,707 276,152,656
Tax payable e FiTE 2,550,587 4,113,726
Derivative financial instrument MTESMTA 14 10,700,000 6,649,000
Convertible bond AR ES 14 86,055,986 93,920,966
Total current liabilities RBBELER 573,950,165 528,971,768
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Condensed Consolidated Statement of B ZRE BRI T @)
Financial Position (continued)

As at 30 June 2018 RZE—N\FXA=1+H
30 June 31 December
2018 2017
—E-N\E T4
ANA=tR +-A=1+—H
Notes HK$ HK$
B st BT BT
(Unaudited) (Audited)
(REER) (#e5E%)
NET CURRENT ASSETS REBEEFE 592,059,698 553,013,676
TOTAL ASSETS LESS CURRENT BEERADER
LIABILITIES 1,645,800,600 1,323,573,145
NON-CURRENT LIABILITIES FRBEE
Other payables = AR E ] 745,699 497,133
Interest-bearing other borrowings SEEMES 335,394,037 100,000,000
Derivative financial instruments TEemITA 14 58,000,000 64,164,000
Convertible bonds R ES 14 231,926,608 222,933,238
Deferred tax liabilities BLERIERAE 9,299,501 10,408,284
Provision B 1,100,000 1,100,000
Total non-current liabilities FnRBaERSE 636,465,845 399,102,655
NET ASSETS EEFRE 1,009,334,755 924,470,490
EQUITY BB
Equity attributable to ordinary equity RATREBRBRERFEA
holders of the Company PE{L R
Issued capital BBITRA 15 68,107,505 66,341,705
Reserves & 958,461,780 876,069,142
1,026,569,285 942,410,847
Non-controlling interests R s (17,234,530) (17,940,357)
Total equity AR 1,009,334,755 924,470,490
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Condensed Consolidated Statement of
Changes in Equity

For the six months ended 30 June 2018 HEZZT—N\FRA=1THILAHEA
Available-
for-sale
Share Share investment  Exchange
Issued premium Warrant option  revaluation fluctuation  Accumulated Total
capital account reserve reserve reserve reserve losses equity
lHE
BRARE  REOEEE IREIRE  BRERE REEMRR EXRIER 2ithig iRs
HKS HKS HKS HK$ HKS HK$ HKS HKS
AT AT A AT AT A A A
At 1 January 2017 (audited) R-B-+E-F-B(fE0) 65,014,150 877,633,203 6,123,826 112,000,000 - (9,446,380) (145,183969) 906,140,830
Proft for the period SR = = = = = - B/01746 28,801,746
Other comprehensive BREBRERA
income for the period:
— Change in far vlug of avalable-for-sele - TRHEREATERD
investment = = = = 3475139 = = 3,475,139
— Exchange difference on franglation - BERIERIERZR
of foreign operations - - - - - 3,048,939 - 3,048,939
Total comprehensive income for te period EIEELON & = - - - 3475130 3046939 28801746 35,325,814
Issue of shares upon exercise of warrans FaRER LR ARG 1307555 19309371 (6,123,826) = = = - 14603100
Transfer of share opton reserve upon the expiy ~ BRIER R/ EABRIERE
of share options - 112,000,000 — (112,000,000} - - - -
At 30 Jung 2017 (unaucitec) R=B-tErA=TH
(&%) 66,341,705 1,009,032,574 - - 34513 (B30T44) (116,362,208 956,069,754

HongDa Financial Holding Limited
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Condensed Consolidated Statement of

Changes in Equity (continued)
For the six months ended 30 June 2018

EHGEEREHR e

Attributable to owners of the Company

KOAREARE
Available-
for-sale
investment Exchange Non-
Issued Share Capital revaluation fluctuation  Accumulated controlling Total
capital premium reserve reserve reserve losses Total interests equity
THLE
BERE  REEER ERfE  REEREE ENRBER ZitFE i FERER g
HKS HKS HKS HKS HKS HKS HKS HKS HKS
T A7 T 1 AL B o8 B 8
At 1 January 2018 R-8-N\E-F-A
A ool repored fudled) B £SF(55) BT 10000305 - TR0 (R (960201 MAOBT (MK 944140
Ipact o adopting HKFRS 9~ RAEBEEALEN SR 78
(Note 3) (hits) - - - (22,768,000) - 23,161,268 393,268 - 393,268
A et rudie HE(+530) BT 1009002574 - - B (264802 SBT3 S4BR3TR0
Profitfor the period i - - - - - 23,635,879 23,535,679 105,821 24,241,106
Other comprefensive income/Joss| ~ ERE2EHA/
for the peiod: (E):
Exchange diferences on AEENERER
{ranslation of foreign 3
operafions - - - - 103,538 - 103,538 - 103,538
Share of oter comprehensive  AH-FEELT
loss of an associate pa{ka] - - - - (146,819) - (146,819) - (146,81)
Totel comprehensive income for the B2 EKA 28
period - - - - (43.29) 23,535,879 23,492,604 105,821 24,198,431
Gaptal contribution itE - - 1,826,000 - - - 1,826,000 - 1,826,000
Issue of orcinary Shares Fethi 1765800 51,208,200 - - - - E0T00 - 504000
Share isste expenses RiEaR - (s2r 434) - - - (521 434) - (52r 434)
At 30 Jung 2018 (unaucited) RE-\ERAZTR(%EER) 68,107,505 1,059,713,340 1,826,000 - (6,145.416)  (102,9%2,144)  1026,569,285  (17,24530)  1,009,334,755
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Condensed Consolidated Statement of

Cash Flows

For the six months ended 30 June 2018

FRGERENER

BE_ZT-/\FRA=TBLXHEA

Six months ended 30 June
BEZAA=1THIEAREA

2018 2017
—E-N\F Tt
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REER) (REEFZ)
CASH FLOWS FROM OPERATING RETHHAESRE
ACTIVITIES
Cash generated from/(used in) operations KRR (FTR)IRE (45,756,379) 130,207,979
Interest received =R &N 18,674 274,965
Overseas tax paid BB INETE (175,002) (36,471)
Hong Kong profits tax paid BENEBFEH (1,578,383) (6,802,267)
Net cash flows from/(used in) operating KEEBAE/(FTA)EERE
activities HEE (47,491,090) 123,644,206
CASH FLOWS FROM INVESTING REZTBNRESRE
ACTIVITIES
Purchases of items of property, plant and EEWE - BEMEZBIEREER
equipment (5,727,278) (8,785,887)
Proceeds from disposal of items of property, H&E¥% - MEKZREEE
plant and equipment HIFT 15 7R 1,331,807 1,368,984
Additions to an investment property AE—HBIREME (1,763,254) -
Investment in an associate R—REEQNRINIEE (24,500) =
Decrease/(increase) in an amount due from R —FRK&E R BIZIERD
a joint venture (3%1n) 2,717,651 (4,700,000)
Loan to an investee company BERTIEE QA - (74,480,000)
Subscription of a convertible bond REE MR ES - (40,000,000)
Purchase of financial assets at fair value BEEATEFAEZNSE
through profit or loss BE (243,473,728) =
Purchases of an available-for-sale investment f& S A] ft H E1&% & - (109)
Increase in restricted cash PR I3 £ 38 hn (58,892) =
Interest received B U F B 800,000 =
Net cash flows used in investing activities wEESMAR S
mEFE (246,198,194) (126,597,012)

HongDa Financial Holding Limited
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Condensed Consolidated Statement of

Cash Flows (continued)
For the six months ended 30 June 2018

Six months end

BHESRERER®)

ed 30 June

BEAA=THLAEA

2018 2017
—E-N\F —E—+tF
HK$ HK$
BT BTT
(Unaudited) (Unaudited)
(RESEZ) (REEEZ)
CASH FLOWS FROM FINANCING METBHNRESRE
ACTIVITIES
Proceeds from issue of shares BTG TS5 IE 52,446,566 —
Proceeds from issue of shares upon ITIE R HE B 1B B TR D
exercise of warrants Fr5 3k I8 - 14,603,100
Proceeds from issue of preference shares —%Bﬁ%’&jﬁéﬁ@?ﬁﬁ%
of a subsidiary FIT1S 7R IE 7,826,000 =
New other borrowings ﬁia/%ﬂﬂa, 355,109,937 3,400,800
Repayment of other borrowings* EEEMEE" (65,431,592) (4,215,962)
Repayment of bank loans EEIBITERK (2,427,080) (2,267,200)

Interest and bank charges paid

ENHERRITRE

(49,686,334)

(17,053,915)

Net cash flows from/(used in) financing

BMEEERE(FTA)

activities BEmEF5 297,837,497 (5,5633,177)
NET INCREASE/(DECREASE) IN CASH ReRRSEEYEM CAD)

AND CASH EQUIVALENTS HE 4,148,213 (8,485,983)
Cash and cash equivalents at beginning of  Hi¥IR & MBS EEY

period 29,408,675 39,482,564
Effect of foreign exchange rate changes, net [EXRE g 2 R58 910,942 229,873
CASH AND CASH EQUIVALENTS AT END HiXRBERESEEY

OF PERIOD 34,467,830 31,226,454
* Including cash payments for the resolution of the outstanding * BENMAEE L RRAHETHNBERBRRE

liabilities relating to arrangements which are in substance

finance leases.
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Notes to the Condensed Consolidated

Interim Financial Statements
For the six months ended 30 June 2018

Corporate Information

The Company is a limited liability company incorporated in the
Cayman Islands. The address of the Company’s registered
office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman lIslands.

The principal place of business of the Company is located at
Suite 3618, Level 36, Two Pacific Place, 88 Queensway, Hong
Kong.

During the six months ended 30 June 2018, the Group has
primarily been involved in: (i) provision of car rental and other
services; (i) materials trading; and (iii) financing services and
investments.

Basis of Preparation and Changes in Accounting Policies

The condensed consolidated interim financial information
of the Group for the six months ended 30 June 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 and
the applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The accounting policies adopted in the preparation of the
condensed consolidated interim financial information are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the year
ended 31 December 2017, except for the adoption of new and
revised Hong Kong Financial Reporting Standards, (“HKFRSs”,
which also include HKASs and Interpretations) which are
effective for the Group’s annual periods beginning on or after 1
January 2018 as discussed below in note 3.

The Group has not applied any new and revised HKFRSs that
have been issued but are not yet effective.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

3. Changes in Accounting Policies and Disclosures

The accounting policies adopted in the preparation of the
unaudited interim condensed consolidated financial information
are consistent with those followed in the preparation of the
Group’s annual financial statements for the year ended 31
December 2017, except for the adoption of the following new
and revised HKFRSs that affect the Group and are adopted for

the first time for the current period’s financial information.

The Group has adopted the following new and revised HKFRSs
for the first time for the current period’s financial information.

Amendments to HKFRS 2
Payment Transactions
Amendments to HKFRS 4
HKFRS 4 Insurance Contracts

HKFRS 9
HKFRS 15
Amendments to HKFRS 15

Financial Instruments
Revenue from Contracts with Customers

Contracts with Customers
Amendments to HKAS 40 Transfers of Investment Property
HK(IFRIC)-Int 22
Consideration

Annual Improvements 2014-2016 Cycle ~ Amendments to HKFRS 1 and HKAS 28

Other than the impact of HKFRS 9 and HKFRS 15 as further
explained below, the adoption of the new and revised HKFRSs
has had no material impact on the unaudited interim financial

information of the Group.

HKFRS 9 — Financial Instruments

The Group has adopted HKFRS 9 on 1 January 2018.
HKFRS 9 introduces new requirements for classification and
measurement, impairment and hedge accounting which have

resulted in the following changes in accounting policies.

The Group has not restated comparative information for the
period ended 30 June 2017 for financial instruments in the
scope of HKFRS 9. Therefore, the comparative information for
2017 would follow the requirements under HKAS 39 Financial
Instruments: Recognition and Measurement and is not
comparable to the information presented for 2018. Differences
arising from the adoption of HKFRS 9 have been recognised
directly in accumulated losses, and relevant balance sheet

items as of 1 January 2018.

Interim Report 2018
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Notes to the Condensed Consolidated GLEEESSE: R EL I )
Interim Financial Statements (continued)

For the six months ended 30 June 2018 BE-_ZT—/\&A=1+HINEA

3. Changes in Accounting Policies and Disclosures (continued) 3. B BERREENEE(B)

BEBUBHEEREINR — 2HTA(E)

HKFRS 9 — Financial Instruments (continued)

Classification and measurement

Except for trade receivables, under HKFRS 9, the
Group initially measures a financial asset at its fair value
plus, in the case of a financial asset not classified at
fair value through profit or loss, transaction costs.

Under HKFRS 9, debt financial instruments are
subsequently measured at fair value through profit
or loss (“FVPL”), amortised cost, or fair value
through other comprehensive income (“FVOCI”). The
classification is based on two criteria: the Group’s
business model for managing the assets; and whether
the instruments’ contractual cash flows represent
“solely payments of principal and interest” on the
principal amount outstanding (the “SPPI criterion”).

The new classification and measurement of the Group’s
financial assets are as follows:

° Debt instruments at amortised cost for financial
assets that are held within a business model
with the objective to hold the financial assets
in order to collect contractual cash flows that
meet the SPPI criterion. This category includes
the Group’s trade and other receivables.

° Equity investments at FVOCI - with no
recycling of gains or losses to profit or loss
on derecognition. This category only includes
equity investments, which the Group intends to
hold for the foreseeable future and which the
Group has irrevocably elected to classify upon
initial recognition or transition. The Group does
not have any financial assets classified in this
category.

o Financial assets at FVPL - include an acquired
convertible bond, unlisted equity investments
and an unlisted fund investment which the
Group has not irrevocably elected, at initial
recognition or transition, to classify as FVOCI.
Under HKAS 39, the Group’s unlisted equity
investments were classified as available-for-
sale financial assets at fair value and the
acquired convertible bond comprised the debt
component and a derivative financial instrument.

° Debt instruments at FVOCI - with gains
or losses recycled to profit or loss on
derecognition. The Group does not have any
financial assets classified in this category.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

3. Changes in Accounting Policies and Disclosures (continued)

HKFRS 9 — Financial Instruments (continued)

(a)

(b)

Classification and measurement (continued)

The assessment of the Group’s business model was
made as of the date of initial application, i.e. 1 January
2018, and then applied retrospectively to those
financial assets that were not derecognised before 1
January 2018. The assessment of whether contractual
cash flows on debt instruments are solely comprised of
principal and interest was made based on the facts and
circumstances as at the initial recognition of the assets.

The accounting for the Group’s financial liabilities
remains largely the same as it was under HKAS 39.
Similar to the requirements of HKAS 39, HKFRS 9
requires contingent consideration liabilities to be
treated as financial instruments measured at fair value,
with the changes in fair value recognised in the income
statement.

Under HKFRS 9, embedded derivatives are no longer
separated from a host financial asset. Instead, financial
assets are classified based on their contractual terms
and the Group’s business model. The accounting for
derivatives embedded in financial liabilities in non-
financial host contracts has not been changed from
that required by HKAS 39.

Impairment

The adoption of HKFRS 9 has changed the Group’s
accounting for impairments by replacing HKAS 39’s
incurred loss approach with a forward-looking expected
credit loss (“ECL”) approach. HKFRS 9 requires the
Group to record an allowance for ECLs for all loans
and other debt financial assets not held at FVPL. ECLs
are based on the difference between the contractual
cash flows due in accordance with the contract and all
the cash flows that the Group expects to receive. The
shortfall is then discounted at an approximation to the
assets original effective interest rate.

Interim Report 2018

R B4R & P 5 B S R B R ()

B

EY

“E-N\FRA=THIEARAER

B RERRENRE(E)

EBYBHEEREIN — £MTA(E)

(@)

(b)

SR E ()

AEE 2 ZBRAFE IR L ER
BRI ZZE—-N\FE—A—R)#ET "
BEBEPERANE AR -_T—N\F
—HHARLERZEREE - &
BIAZEHNRERERTERER
ERMETDIBRBERVTEREERZ
EENMERETT -

AEESHRARIEHEERAR
ELEEBGERNFIRHRE —
o BEBEFEAFEIONZRE
M BERMBHREEANFERATE
BRARBABRRERAFEEFE
ZEBMTHE MATFTEEHRERER
MR ©

RIEE BB BERABOR - HA
ROTETARTHETIBEREESD
BB « K2 e BMAERERALDE
RRAREEBEADE - REME
B HAKRBEBADZHTET
A2 & RIBEESSHEAF30
RIAERITE -

1A

RNEBU B IMELRANEORMET
FEBYHERMEERBERRZ K
R ARRIEMZEREEBE(E
HEEERDEARK T EEGE
AIFEIRZERBIRERN - TEH
IS EAE OSRIREA KB AT
BAFRATEAABRRITE ZER
REMEBM B EELERAEERD
BEE - RAEEBRREDENE
BANENZENRERERAREE
BHERZAERERE 2 W ER
AE - BREEHERRAMEEZR
BEBRNZIOUERER

ZE-N\FHHERE

33



34

Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

Changes in Accounting Policies and Disclosures (continued)

HKFRS 9 — Financial Instruments (continued)

(b)

Impairment (continued)

For trade receivables, the Group has applied the
standard simplified approach and has calculated ECLs
based on lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s historical
credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic
conditions.

The Group has applied the general approach and
recorded twelve-month ECLs that are estimated based
on the possible default events on its other receivables
within the next twelve months. The Group considers
that there has been a significant increase in credit risk
when contractual payments are more than 30 days past
due. The Group considers a financial asset in default
when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider
a financial asset to be in default when internal or
external information indicates that the Group is unlikely
to receive the outstanding contractual amounts in full
before taking into account any credit enhancements
held by the Group.

The adoption of the ECL requirements of HKFRS 9 did

not result in change in impairment allowances of the
Group’s debt financial assets.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

B4R & FP 5 B 3 R B R ()

Interim Financial Statements (continued)

For the six months ended 30 June 2018

3. Changes in Accounting Policies and Disclosures (continued) 3.

HKFRS 9 — Financial Instruments (continued)

The following tables analyse the impact of transition to HKFRS
9 on the condensed consolidated statement of financial

position of the Group.

BHE_Z-N\FRA=THILXER
B BERRENRE(E)

BB BHREEREIN — BT AE)

SEMRARAVBRARZFZE -

1 January 2018

TROMBEEBMBREENFEIRHA

—E-Nf
—HA—H
HK$
BT
An acquired convertible bond EWRBTERES
Closing balance of debt component under EREBGEREOFR T —+F
HKAS 39 at 31 December 2017 TZRA=T—HzEBHD BRER 38,845,732
Closing balance of derivative financial instrument EREBSHENFEIRFR_T—+F
under HKAS 39 at 31 December 2017 +ZA=+—BzfTEcmIT A
BSR4k 68,000
Remeasurement under HKFRS 9 RBEBVEMELENE IR 2 EFTE 393,268

Reclassification as financial assets at FVPL under
HKFRS 9

ZIRE B HE LR F o FIZ A FER

ANBHZEREEZEHNHE (39,307,000)

Opening balance under HKFRS 9 at 1 January 2018

BRREEMBREERE RN
—E2-N\F— A Bz -

Available-for-sale investments

Closing balance under HKAS 39 at 31 December
2017

Reclassification as financial assets at FVPL under
HKFRS 9

AHRHERE

BRELGTEAE RN T —+F
TTA=+—HZERAER

RREBMBREERE ORIB R FE
B EREEZEH O

203,813,000

(203,813,000)

Opening balance under HKFRS 9 at 1 January 2018

RRE BB REERLE RN
—E-N\F-A—-BzHUEH -

Financial assets at FVPL
Closing balance under HKAS 39 at
31 December 2017

BRFEFSABRZEHBEE
BREEGITEAE RN T —LF
T A=t+—BZzHRES -

Reclassification under HKFRS 9 EREBVBRELNFE IR EFMHHE 243,120,000
Opening balance under HKFRS 9 at 1 January 2018  1ZRRZE BB ISR EERIE 95N
- N\F-A-BzHV&EH 243,120,000
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Notes to the Condensed Consolidated GLEEEE SR S E L IO )
Interim Financial Statements (continueq)

For the six months ended 30 June 2018 BHE-ZE-N\FA=1THIE~EAAR
3. Changes in Accounting Policies and Disclosures (continued) 3. B BERBENSE(H)
HKFRS 9 — Financial Instruments (continued) BB EHEEREIY — BT A(E

1 January 2018

—E-N\F
—HA—H
HK$
BT
Available-for-sale investments revaluation HHRHEREEGHE
reserve
Closing balance under HKAS 39 at RREBSTEAE RN - —tF
31 December 2017 T+ A=+—HZ2HREH 22,768,000
Transfer to accumulated losses B E R A (22,768,000)
Opening balance under HKFRS 9 at 1 January 2018 IR EBMBRELBIFEIHEN TN
F—R—RBZHNEH% -
Accumulated losses 4y 7
Closing balance under HKAS 39 at EREBGEREOFR T —+F
31 December 2017 T A=t+—RAZHXRESH (149,629,291)
Transfer from available-for-sale investments EE AR EREEHFEE
revaluation reserve 22,768,000
Remeasurement of an acquired convertible bond B EERERAIBRRES 393,268
Opening balance under HKFRS 9 at 1 January 2018  IZRRZE BB ISR &£ BIFE 9587
—T—\E—F—B BNk (126,468,023)
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Notes to the Condensed Consolidated
Interim Financial Statements (continued)

R B4R & P 5 B S R B R ()

For the six months ended 30 June 2018 HE—_ZT—N\FNA=1+HLAHEA
3. Changes in Accounting Policies and Disclosures (continued) 3. EHBERBENWEE (E)
HKFRS 9 — Financial Instruments (continued) BB RAESE — SR TA(E)
Balance at
31 December
2017 Remeasurement Reclassification Balance at
as originally due to due to 1 January
presented HKFRS 9 HKFRS 9 2018
RZB-N\%
-R-AZ2
]
Condensed consolidated statement HK$
of financial position BREAHERRER BT
Non-current assets FRBEE
Debt component of an acquired BREMRRES
convertible bond BHHD 38,845,732 393,268 (39,239,000) -
Derivative financial instrument fTESBTA 68,000 - (68,000) -
Available-for-sale financial assets AEHESHEE 203,813,000 = (203,813,000) -
Financial assets at fair value through BRATEIABRZ
profit or loss SREE - - 243,120,000 243,120,000

HKFRS 15 — Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related Interpretations and it applies
to all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The
new standard establishes a five-step model to account for
revenue arising from contracts with customers. Under HKFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.
The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The Group is in the business of sales of products and provision
of services in which the Group’s contracts with customers
generally include one performance obligation. The Group has
concluded that revenue from sale of products and provision
of services should be recognised at the point in time when
control of the promised goods or services is transferred to the
customer. Therefore, the adoption of HKFRS 15 did not have
an impact on revenue recognition.
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

Operating Segment Information

For management purposes, the Group is organised into
business units based on their products and services and has
four reportable operating segments as follows:

(a) Car rental segment — primarily engages in the provision
of car rental services;

(b) Materials trading segment - primarily engages in the
trading of materials;

(c) Financing services and investments segment — primarily
engages in money lending business through the
provision of loans and financial investment holding; and

(d) Other segment — engages in provision of other services,
such as fund administration, public relations and
property investment.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax.
The adjusted profit/(loss) before tax is measured consistently
with the Group’s profit/(loss) before tax except that unallocated
interest income, unallocated other income and gains,
unallocated depreciation, unallocated corporate and other
unallocated expenses, unallocated finance costs and share of
loss of a joint venture are excluded from such measurement.

Segment assets exclude certain financial assets at fair
value through profit or loss, tax recoverable, cash and cash
equivalents, restricted cash, other unallocated head office and
corporate assets as these assets are managed on a group
basis, as well as interest in a joint venture.

Segment liabilities exclude interest-bearing other borrowings,
derivative financial instruments, convertible bonds, certain tax
payable, deferred tax liabilities and other unallocated head
office and corporate liabilities as these liabilities are managed
on a group basis.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)

For the six months ended 30 June 2018

DL S ST )

BE_T-\FRA=THIXREAA

4, Operating Segment Information (continued) 4, EEIHERE)
Financing services and
Car rental Materials trading investments Others Total
ELi WHES HERERRE -0 ]
Six months ended 30 June  Six months ended 30 June  Six months ended 30 June  Six months ended 30 June  Six months ended 30 June
BERR=THLAEA BERAZTALAER BERR=THLAEA BEAAZTALAER EENAZTRLERER
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
“E-N\f 23 ZE-NE ZEtF 0 CE-NF Z3tE ZE-\E ZEtF 0 CE-NE 4R
HK$ HKS HKS HKS HKS HKS HKS HKS HKS HKS
BT AT Bn BT o AT B BT o AT
(Unaudited) ~(Uneudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudied)  (Unaudited) — (Unaudited)  (Unaudited)  (Unaudited)
(788  (REsn)  (RE8R)  (REER)  (REEH)  (REsR  (REER)  (REER) (REER)  (RESW
Segment revenue pELES
Sales of goods HEER - - 1,064,782,672 1,201,627,026 - - - - 1,064,782,672 1,201,627,026
Car rental income FERERA 12,331,059 13,208,684 - - - - - - 12,331,089 13,228,684
Senvice income REBA - - - - - - 4819503 — 4819503 =
12,331,059 13228684 1,064,782,672 1201627026 - - 4,819,503 - 1,081,933,234 1,214,895,710
Segment results DS (110,752) 508615 54620902 37678150 44,138,516 - 6,330,544 - 104979210 38,186,765
Reconcilition: 4R
Unallocated interest income FARAEHA 1,574,207 218,931
Unallocated other income and gains - AAEERMARME 28,713,000 46,622,000
Unallocated depreciation FAENE (1,200681)  (923,129)
Corporate and other wnallocated A REMAAEER
£XDeNses (30,233,726)  (23,941,309)
Unallocated finance costs FARBENA (17,001,345)  (27,558,729)
Share of loss of a oint ventwre~~ Efi—F4%A7
bi (1924728 (23960
Proft befor o G UTMONT D288
Other segment information ~ E#A5EH
Finance costs EL 1,200,704 1,951,878 - = - = 8,535 - 1,218,239 1,051,878
Depreciation it 2,084,862 3,686,186 - - - - 1,214 - 2,096,136 3,086,186
Capital expenditure BARR 538,785 3,077,131 - - - - 5571830 - 10908565 3,077,131
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

Operating Segment Information (continued)

RGP KRR @

BE_T-N\FRA=THIXEA

4. BESBER(E)

Financing services and

Car rental Materials trading investments Others Total
RERR IHES HERBRRE i 2]
30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December
2018 017 2018 217 2018 017 2018 2017 2018 017
-\ R AE ZE-NF R ZE-NF CRAE ZE-NF SR IR R AR
RAZtR TZA=T-A ARZHR TZRST-A ARHR TZAST-B ARSHR TZAST-A AASHR f2AZT-A
HKS HKS HKS HK§ HKS HKS HKS HKS HKS HKS
B AT BR AT & AT B AT & AT
(Unaudited) (Audted)  (Unaudited) (Audlted)  (Unaudited) (Audted)  (Unaudited) (Audlted)  (Unaudited) (Audited)
(REE0) (#57)  (RESH) (87 (REEH) (#57)  (RESH) (87 (REEH) (57
Segment assets AHEE 68,795,704 70790958 986,226,715 1,022283367 605,257,635 318707895 341,307,055  221516,137 2,001,588,009 1,633,298,357
Reconcilation: 55
Corporate and other PEREMFAR
unallocated assets BE 218,162,756 219,246,556
Totalasses fEEE 2,219,750,765 1,852,544,918
Segment liabilities e 33,566,192 39,854,359 - - 500,000 500,000 64,815,640 131169660 98,881,832 171,524,023
Reconcliation: 45
Corporate and other PEREBED
unalocated fabiities BE 1,111,534,478 756,550,400
Total lighlties E] i 1,210,416,010 928,074,423

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated GLEEEE SR S E LI )

Interim Financial Statements (continued)
For the six months ended 30 June 2018 A

4. Operating Segment Information (continued) 4,
Geographical information

The following table presents derived revenue from external
customers for the six months ended 30 June 2018 and 2017
and certain non-current assets information as at 30 June 2018
and 31 December 2017, by geographical areas.

E_E-N\FRA=THIEAREAR

BESBER(E)
1 EE#

TREIBE-T—\FR-F—LFAA
SHREAEARLER D KEINBESH
WA BRR—B—NFAA=+ER-F
—tE+-A=+—AMETERBEES
B o

United
States of Mainland Hong
America China Kong Others Total
EE] FER R £t am
HKS HK$ HK$ HK$ HK$
AT AT BT BT BT
Six months ended 30 June 2018 B2-Z-\FRAZTAL
(Unaudited) ~MEA(REER)
Revenue from external customers RENBEPHKE - 14,673,999  1,067,259,235 - 1,081,933,234
Six months ended 30 June 2017 (Unaudited) BE-Tt55A=1AL
~MER(REER)
Revenue from external customers RENPEP G = 13,228,684 1,201,627,026 — 1,214,855,710
As at 30 June 2018 (Unaudited) WZE-NEXB=1H
(REEER)
Non-current assets FRBEE 280,859,666 298,682,208 474,199,028 - 1,053,740,902
Non-current assets (excluding financial instruments) ~ 3EREI4%E
(TBfESBIE) 243,983,466 61,370,208 115,447,028 - 420,800,702
As at 31 December 2017 (Audited) RZE—tE+ZA=1—H
(B&H%)
Non-current assets FREEE 219,572,270 263,876,685 271,481,614 15,629,000 770,559,469
Non-current assets (excluding financial instruments) ~ JERB & &
(TBE2BIA) 219,572,270 60,063,685 126,941,477 - 406,577,432

The Group’s revenue information by geographical areas is
based on the locations where the customers are domiciled/
located or the destination where the goods are delivered. The
Group’s non-current assets information by geographical areas
is based on the locations of the assets.
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Notes to the Condensed Consolidated
Interim Financial Statements (continued)

AR & B B R R M=

For the six months ended 30 June 2018 HEz—_ZT—N\FNA=1+HLHEA
4. Operating Segment Information (continued) 4. EESBER(E)
Information about major customers BREEFEFHER
Revenues of HK$441.7 million (2017: HK$525.3 million) and HE-_T—N\FXA=THLEXRNEAZ
HK$343.2 million (2017: HK$343.2 million) for the six months I %% 441,700,000 (= T — £ F:
ended 30 June 2018 were derived from the materials trading 525,300,000 JT ) & 343,200,000 jt(—
segment with two customers, which individually amounted to T —+ 4 : 343,200,000/87T) Jh K B &
10 per cent or more of the Group’s total revenue for the six BESNH28F HER SR ARNERE
months ended 30 June 2018 and 2017. ET-NFERZZT—EtFAAA=FTHLER
& B 4B UL ZE A 10% B BA E -
5. Revenue 5. Yz
Revenue represents the net invoiced value of goods sold, after WHIEHANMKREEREGTNENEEE
allowances for returns and trade discounts; the value of car mAERFE  REIEEERAMARTS
rental and other services rendered during the period.
An analysis of revenue is as follows: WA -
Six months ended 30 June
BEASA=1TRHLEAKEA
2018 2017
—E-N\F —FE—tF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
Sales of goods HEEM 1,064,782,672  1,201,627,026
Car rental income RERAEWA 12,331,059 13,228,684
Service income PRSI A 4,819,503 =
1,081,933,234 1,214,855,710
6. Finance Costs 6. 592N
Six months ended 30 June
BEASA=1tRHLEAREA
2018 2017
—E-N\F —E—tF
HKS$ HKS
BT BT
(Unaudited) (Unaudited)
(RESERZ) (REEHEHZ)
Interest on bank and other borrowings HRITREMERFE 27,745,484 12,007,591
Interest on convertible bonds AR B 25 A R 50,525,924 17,056,681
Bank charges RITFEE 38,176 46,324
78,309,584 29,110,596
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)

For the six months ended 30 June 2018 BE—_ZT—/\&A=1+HINEA

7. Profit Before Tax 7. BR % A0 a A

The Group’s profit before tax is arrived at after charging/ A& E R B AT s AR (GFA) AT &8
(crediting): g :

Six months ended 30 June

BEANA=tTHLEAREAR

2018 2017

2% —E—t%

HK$ HK$

BT BIT

(Unaudited) (Unaudited)

(REER) (REEEZ)

Cost of inventories sold and services rendered HEFE RIEMH RS Z A 1,020,023,782  1,173,698,792

Depreciation e 3,395,817 4,609,315

Fair value gain on derivative financial AMRBRESFNITESRMTA

instruments in relation to convertible bonds NEERE (28,713,000) (46,622,000)

Fair value gain on investment property BEYEZ N FERZE (18,836,444) —
Fair value gain on finance assets at fair value R AP EFFABHEN SR EE

through profit or loss, net N EREF R (47,348,472) —

Loss on modification of a convertible bond ARREFOISETEE 5,700,000 =
Gain on disposal of items of property, plant HEWE  BEMKKEEE D

and equipment, net R (872,753) (799,148)
Write-off of items of property, plant and VI - R KRR TE B RO

equipment - 596,240

8. Income Tax Expense 8. FreBirx
BERNEREBEBELEZ BT ERTEFIZ
16.56% (Z T —+F : 16.5%) B L5112 - H
b b [ &) FE RR A v ) TR AN SR B AR & P TE Y
AVEERNE RN ERGTERIE -

Hong Kong profits tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profits arising in
Hong Kong. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the jurisdictions in
which the Group operates.

Six months ended 30 June
BZEASB=1tRHIEAEA

2018 2017
= Y= i
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REEERZ) (REEZ)
Current — Hong Kong BIHEY - &

Charge for the period HARX - 1,471,622

Current — Elsewhere BNER — Efhith @
Charge for the period BHRAX 485,382 =
Overprovision in prior years BAFEBERE - (622)
Deferred IR (7,151) (64,248)
Total tax charge for the period HRFIER A% 478,231 1,406,752
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

9.

10.

Dividend

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

Earnings/(loss) per Share Attributable to Ordinary Equity
Holders of the Company for the Period

The calculation of the basic earnings per share amount is
based on the profit for the period attributable to ordinary
equity holders of the Company of HK$23,535,879 (30 June
2017: HK$28,801,746) and the weighted average number
of ordinary shares in issue of 6,672,218,078 (30 June 2017:
6,596,129,595) during the period.

The calculation of the diluted earnings/(loss) per share amount
is based on the profit for the period attributable to ordinary
equity holders of the Company, adjusted to reflect the impact
from the interest expense on the convertible bonds and fair
value gain on derivative component of the convertible bonds,
where applicable (see below). The weighted average number
of ordinary shares used in the calculation is the number of
ordinary shares in issue during the period, as used in the basic
earnings per share calculation, and the weighted average
number of ordinary shares assumed to have been issued at
no consideration on the deemed exercise or conversion of all
dilutive potential ordinary shares into ordinary shares.
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Notes to the Condensed Consolidated

DL S ST )

Interim Financial Statements (continued)

For the six months ended 30 June 2018

10. Earnings/(loss) per Share Attributable to Ordinary Equity 10.
Holders of the Company for the Period (continued)

BE_T-\FRA=THIXREAA

HARAREERRESEARGESRER
/(1) (&)

Six months ended 30 June
BEASA=1TRHLEAREAR

2018 2017
—E-N\FE ==
HK$ HK$
BT P& T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Profit attributable to ordinary equity holders RATEBIRRES B AEGRT
of the Company 23,535,879 28,801,746
Add: Interest expense on convertible bonds a0 ATRRESNFERE 50,525,924 17,056,681
Add: Loss on modification on a convertible a0 AR EHRIEETE R
bond 5,700,000 -
Less: Fair value gain on derivative component i - AJ A EFHHHTEZD 5D
of the convertible bonds NEEW (28,713,000) (46,622,000)
Profit/(loss) used to determine diluted AREESRESRF
earnings/(loss) per share (BB =EH, (EE) 51,048,803 (763,573)
Number of shares
Six months ended 30 June
BRHEE
BEZA~A=1+HIEAEA
2018 2017
—E-N\F —FT—tF
Shares A& 15

Weighted average number of ordinary shares
in issue during the period used in the basic
earnings per share calculation

Effect of dilution — weighted average number of
ordinary shares:
Convertible bonds

A E S RERRMEFRAZ
HIRE AT N Em AR B A
6,672,218,078  6,596,129,595
BETE — MEFH
EEREE
RE e

1,142,857,141 571,428,570

Weighted average number of ordinary shares
in issue during the period used in the
diluted earnings/(loss) per above calculation

SHEUA EEREERT,
(BR)ERBZMAE 1T
T E R A

7,815,075,219 7,167,5658,165

No adjustment has been made to basic earnings per share
amount presented for the six months ended 30 June 2018
in respect of a dilution as the impact of convertible bonds
outstanding had an anti-dilutive on the basic earnings per
share amount presented.
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

11.

12.

Financial Assets at Fair Value Through Profit or Loss

AR & B B R R M=

BE_T-N\FRA=THIXEA
1. BRAFPEFAESZZEREE

30 June 31 December

2018 2017
—E-N\F —E—tF
~A=1H +=—A=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REERK) (= %)

Non-current financial assets kRBEREE
An acquired convertible bond BRI IR 5 38,752,000 —
An unlisted fund investment FETESERE 220,000,000 —
Unlisted equity investments JELETERRE 274,188,200 =
532,940,200 -

Trade Receivables

The Group’s trading terms with its customers are mainly on
credit except for car rental customers, where payment in
advance is normally required. The credit period is generally 30
to 160 days or could be longer under certain circumstances.

An aged analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of
provisions, is as follows:

12, FEWRERRX

BRAEHETPBEARNSKERIN  AEE
BEFPIZREEAANLEZGR -8
H—"BNF=+RE-—BTREARETE
AT EEME T ALK -

REERER  REEERHRMEFEBER
MM BR SRR e D AT AT

30 June 31 December

2018 2017

—B-N\F —E—tF

AB=+H +=ZA=1+—H

HK$ HK$

BT BT

(Unaudited) (Audited)

(REBEX) (&% Z)

Within 30 days =+XA 146,826,707 199,495,640
31 to 60 days =f+—REXTX 53,475,553 215,672,561
61 to 90 days AT—REATRK 141,914,405 214,307,681
Over 90 days BBNTK 630,617,643 388,612,187
Total e 972,834,308  1,018,088,069

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)

For the six months ended 30 June 2018

12. Trade Receivables (continued)

As at 30 June 2018, trade receivables of HK$54,741,944
(81 December 2017: HK$99,645,943) were considered past
due but not impaired. The Group considers a financial asset
in default when the contractual payment day is more than
90 days past due. As there was no history of default in prior
years, the management considered the default rate is minimal.

13. Trade Payables

An aged analysis of the trade payables as at the end of the

R B4R & P 5 B S R B R ()

BE_ZT-\FRA=TBLLKXEA

12, EWRERXR(E)

13.  EERX

R-ZB-—NEXNA=1+8B EEREXR
54,741,944 L (ZE—tF+=-_A=+—
H : 99,645,943 7% 7T ) 1 18 /& 1 HA (8 I £ R,
B AEEREMENI N AHBHER
NTX AeRMEEEN - ARRBAEFE
WHEELNCE  REEERBENREMR -

NIEHER - RIFHZ BB RRER

reporting period, based on the invoice date, is as follows: BT ¢
30 June 31 December
2018 2017
—E-N\#F —E—tF
AA=tH TZH=1T—H
HK$ HK$
BT B TT
(Unaudited) (Audited)
(REER) (&%)
Within 30 days =+XA 606,981 36,419
31 to 60 days =t+—XRE~TXK 26,282 30,441
Over 60 days BB+ X 199,169 59,476
832,432 126,336

The trade payables are non-interest-bearing and normally
settled in 30 to 90 days after month-end statement.

14. Convertible Bonds

On 17 May 2016, the Company issued 2018 convertible
bond (the “2018 Convertible Bond”) and 2019 convertible T-NFravEESF(ZE—NETBRRK
bond (the “2019 Convertible Bond”) with principal amounts
of HK$100,000,000 and HK$100,000,000, respectively. The
maturity dates of 2018 Convertible Bond and 2019 Convertible
Bond are 16 May 2018 and 16 May 2019, respectively. On 10
May 2018, the Company and bondholders entered into a deed
of amendment, pursuant to which the maturity date of 2018
Convertible Bond was extended from 16 May 2018 to 16 May

2020.

Interim Report 2018
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

14.

Convertible Bonds (continued)

The 2018 Convertible Bond and 2019 Convertible Bond are
convertible at the option of the bondholder at any time after
the 40th day from the date of issue and up to the 10th day
prior to the dates of maturity at an initial conversion price
of HK$0.35 per share (subject to adjustments). Based on
the initial conversion price, the 2018 Convertible Bond and
2019 Convertible Bond are convertible into approximately
571,428,570 ordinary shares of the Company in aggregate.
The 2018 Convertible Bond and the 2019 Convertible Bond, if
not converted, will be redeemed at their outstanding principal
amounts together with any interest accrued thereon. The
2018 Convertible Bond and the 2019 Convertible Bond carry
interest at a rate of 5% per annum and the interest rate for
the 2018 Convertible Bond is increased from 5% to 6% per
annum for the period from 17 May 2018 to 16 May 2020,
which is payable semi-annually on 30 June and 31 December
of a calendar year. The effective interest rates of the liability
components of the 2018 Convertible Bond and the 2019
Convertible Bond are 17.9% and 23.5%, respectively.

On 31 August 2017, the Company issued 2020 convertible
bond (the “2020 Convertible Bond”) with a principal amount
of HK$200,000,000. The maturity date of 2020 Convertible
Bond is 30 August 2020.

The 2020 Convertible Bond is convertible at the option of the
bondholder at any time from and including the first anniversary
from its date of issue up to the 10th day prior to the dates of
maturity at an initial conversion price of HK$0.35 per share
(subject to adjustments). Based on the initial conversion price,
the 2020 Convertible Bond is convertible into approximately
571,428,570 ordinary shares of the Company. The 2020
Convertible Bond, if not converted, will be redeemed at
its outstanding principal amount together with any interest
accrued thereon. The 2020 Convertible Bond carries interest
at a rate of 8% per annum, which is payable semi-annually on
18 June and 18 December of a calendar year. The effective
interest rate of the liability component of the 2020 Convertible
Bond is 22.4%.

The fair value of the liability component was estimated at
the issuance date using an equivalent market interest rate
for a similar bond if the conversion option is not exercised.
The conversion options embedded in the convertible bonds
were recognised as derivative financial instruments and were
measured at fair value on initial recognition and remeasured at
each subsequent reporting date.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)
For the six months ended 30 June 2018

14. Convertible Bonds (continued)

The movements of the liability and derivative components of

DL S ST )

BE_T-\FRA=THIXREAA

14.  AEREFE)

HAABRRESZBERITERD ZZEHH

the convertible bonds for the period are set out below: FIEnR
Liability Derivative
component component Total
&8s TEFHD @t
HK$ HKS HK$
BT BT BT
At 1 January 2018 (Audited) RZZF-NF-A—HB(E&EH%) 316,854,204 70,813,000 387,667,204
Extension of 2018 Convertible Bond ER=ZT-N\FARRES (20,900,000) 26,600,000 5,700,000
Interest expenses FBRX 50,525,924 - 50,525,924
Interest paid ERFE (28,497,534) = (28,497,534)
Fair value gain on derivative component of ATk EHITA L HH
convertible bonds A A E - (28,713,000) (28,713,000
At 30 June 2018 (Unaudited) RZF—-\FXA=1+H
(REER) 317,982,594 68,700,000 386,682,594
Represented by: R%
Current portion (Unaudited) MBI (REEZ) 86,055,986 10,700,000 96,755,986
Non-current portion (Unaudited) FERBBH (REBEE) 231,926,608 58,000,000 289,926,608
317,982,594 68,700,000 386,682,594

Interim Report 2018

—E- NEFHEE

49



50

Notes to the Condensed Consolidated GLEEEE SR S E L IO )

Interim Financial Statements (continued)

For the six months ended 30 June 2018 HEz—_ZT—N\FNA=1+HLHEA
15. Share Capital 15. &N
Shares: B
Number of Share
ordinary Issued premium
shares capital account Total
EEREA BRTRA R AR E R @5t
HKS HK$ HK$
BT BT BT
At 1 January 2018 (Audited) WZZ-N\E—F—A(EER) 6,634,170,454 66,341,705  1,009,032,674  1,075,374,279
Issue of shares BIRH 176,580,000 1,765,800 51,208,200 52,974,000
Share issue expenses BOBTAX - = (527,434) (527,434)
At 30 June 2018 (Unaudited) RZZ-NFEAA=TH(REEZ)  6,810,750,454 68,107,505  1,059,713,340  1,127,820,845

On 4 May 2018, the Company entered into a conditional
placing agreement with an independent placing agent whereby
the Company conditionally agreed to place, through the placing
agent, up to 176,580,000 placing shares to not less than six
independent placees at a price of HK$0.3 per placing share
(the “Placing”). The maximum number of 176,580,000 placing
shares (with aggregate nominal value of HK$1,765,800) were
successfully placed upon completion of the Placing on 23 May
2018.

HongDa Financial Holding Limited
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Notes to the Condensed Consolidated GLEEEE SR S E LI )

Interim Financial Statements (continued)
For the six months ended 30 June 2018 BE-_Z—)/\FXA=1THI~EA

16.  Fair Value and Fair Value Hierarchy of Financial 16. SMIANAFERAFEER

Instruments
Below is a summary of significant unobservable inputs to FRBR=ZF-\FAA=TAR=F—+
the valuation of financial instruments at 30 June 2018 and FH+-A=t+—HeMIAKEZIERTH
31 December 2017: BRm ABURIEE -
Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
HERE EARTAREHA8E BE/ AR ZHEZ AVLEZBRE
As at 30 June 2018
R=ZB-NFXA=1+H
Acquired Convertible Bond Binomial model Volatility 43.91% 5% increase/decrease in
BB AR ES ZIEABR L] volatility would result
in no change
in fair value
RIEE M,/ D 5% T & B
ATELRES
Discount rate 4.14% 5% increase/decrease in
B discount rate would result in

decrease/increase in fair value
by HK$135,000

BB AN,/ D 5%

BERATER D,/

1#71135,000 %7

Unlisted fund investment Market approach Third party pricing HKS 5% increase/decrease in
FLEmESKRE [k E=FEE 220,000,000 third party pricing information
BT would result in increase/

decrease in fair value by
HK$11,000,000
E=HEBEREN/ B
5% IS AFEEM/HD>
11,000,000 7T

Unlisted equity investments Market approach Third party pricing HK$ 5% increase/decrease in
ELEMERRE [IE A E=-HEE 274,188,200  third party pricing information
BT would result in increase/

decrease in fair value by
HK$13,709,410
E=-hEBEREN/

mD 5% KEHATE
1810,/ % 413,709,410 7T
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)

For the six months ended 30 June 2018

B

AR & B B R R M=

—E-NFRA=THIXEA

16.  Fair Value and Fair Value Hierarchy of Financial 16. SMIANAFERATVEER(E)
Instruments (continued)
Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
BER % EXTUHERAYE HE/BAE ZEBZATEZBRE
As at 30 June 2018 (continued)
R=Z-N\FRA=+H(#E)
Derivative financial instruments of Binomial model Volatility 54-66% 10% increase/decrease
convertible bonds ZIEAER ] in volatility would result

HRESZITEERTA

HongDa Financial Holding Limited

Liquidity spread
mBMEE

Discount rate
BhR %

7.48-13.41%

13%

in increase/decrease

in fair value by
HK$14,883,988/
HK$12,386,726
RIBEM,/ R 10% 1585
AFEEM WD
14,883,988 57T,/
12,386,726/ 7T

1% increase/decrease

in liquidity spread would result
in decrease/increase

in fair value by
HK$6,277,895/HK$6,444,332
REEEEEM R 1%
HEHATERD /EM
6,277,895 7T,/
6,444,332/ T

1% increase/decrease

in discount rate would result
in decrease/increase

in fair value by
HK$3,907,158/HK$4,001,803
BRI, 1%
BEHRRFERD /BN
3,907,158 7L,/
4,001,803/ T
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Notes to the Condensed Consolidated GLEEEE SR S E LI )
Interim Financial Statements (continued)

For the six months ended 30 June 2018 HE-_Z—N\FAA=1+HILXMEA
16. Fair Value and Fair Value Hierarchy of Financial 16. EMIANAFPERAFERR(E)
Instruments (continued)
Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
HELE EXTHRERALE gE/ AR ZEBZATEZHRE
As at 31 December 2017
RZZ-t5+=A=+-H
Unlisted available-for-sale equity Market approach Market value HK$ 5% increase/decrease in third
investments Mm% i 208,813,000  party pricing information would
FEmafHEERERE AL result in increase/decrease in

fair value by HK$10,190,650
E=HEBEREM/ R
5% 1§ BN TEE M, D
10,190,650 7T

Derivative financial instrument of Binomial model Volatility 50.93% 5% increase/decrease in
Acquired Convertible Bond ZIEAER it volatility would result in
BREAARES 2 ITESRTA increase/decrease in fair value

by HK$26,000/HK$21,000
IR,/ B 5% B EHA
FEL,/ 7 26,0008

/21,0005 7T

Discount rate 3.57% 5% increase/decrease
B & in discount rate result in
decrease/increase in fair value

by HK$1,000

BRI,/ AL 5% ERATE

ERD /1 M1,00057T

Interim Report 2018 —E- \FHhERE
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Notes to the Condensed Consolidated

Interim Financial Statements (continued)

For the six months ended 30 June 2018

B

AR & B B R R M=

—E-NFRA=THIXEA

16. Fair Value and Fair Value Hierarchy of Financial 16. EMIANAFPERAFERR(E)
Instruments (continued)
Significant Sensitivity of fair value to
Valuation techniques unobservable inputs Amount/rate the input
BER % EXTUHERAYE ¥E/ /AR ZEBZATEZBRE
As at 31 December 2017
(continued)
R=Z—tF+=A=+—-H(&)
Derivative financial instruments of Binomial model Volatility 48-61% 10% increase/decrease
convertible bonds ZIEAER ] in volatility would result in

HRESZTEERTA

HongDa Financial Holding Limited

Liquidity spread
mEMEE

Discount rate
BER %

increase/decrease in fair

value by HK$12,194,810/
HK$14,038,165
RIEEI,/ WA 10% B ERAT
B0,/ 12,194,8108 7
/14,038,165 57

7.48-10.66% 1% increase/decrease in
liquidity spread result in

decrease/increase in fair

value by HK$6,413,615/

HK$6,608,128

REEEEEM/ R 1%EH

AFERD /1E116,413,61557T
/6,608,128 87C

10% 1% increase/decrease
in discount rate result in

decrease/ increase in fair

value by HK$3,652,630/
HK$3,755,547
BREEM/H 1% ERDTE
B D /18 113,652,630 BT
/8,755,547 & TT
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Notes to the Condensed Consolidated
Interim Financial Statements (continued)

For the six months ended 30 June 2018

DL S ST )

BE_T-\FRA=THIXREAA

16. Fair Value and Fair Value Hierarchy of Financial 16. SBMIEANAFERAFEEBHR(E)

Instruments (continued)

Fair value hierarchy

The following tables illustrate the fair value measurement

hierarchy of the Group’s financial instruments:

AFEER

Fair value measurement using

RAUT AR BAFE

TRINFAEE ST A2 A FEFERR

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RiEBHSHN ERAUBE EBEAFTHE
BE wAE BAYE
(E—#R) (E=#) (B=8) k]
HKS$ HK$ HKS HK$
BT BT BT BIT
Assets measured at fair value: LAFPEHENEE :
As at 30 June 2018 RZE—N\F~A=1AH
Financial assets at fair value BATEFAER ERMEE
through profit or loss
An acquired convertible bond B 2 ATk ESH — — 38,752,000 38,752,000
An unlisted fund investment FEMESKRE = = 220,000,000 220,000,000
Unlisted equity investments FELEMERRE - — 274,188,200 274,188,200
— — 532,940,200 532,940,200
As at 31 December 2017 RZE—+F&+=-F=+—H
Available-for-sale investments: AHEEERE
Unlisted equity investments FEmiERRE - — 208,813,000 203,813,000
Derivative financial instrument fTEeBmIT A - - 68,000 68,000
- — 203,881,000 203,881,000
The movements in fair value measurements within Level 3 for BHRNE=Fz A N EEAEEHET
the period are as follows:
HK$
BT
At 1 January 2018 as previously reported (Audited) RZZE—N\F—A—BURRTLZ7)
(EEZ) 203,881,000
Impact of adopting HKFRS 9 KRB B BMELRNE IR B 39,239,000
Purchase of financial assets at fair value through BERATEFABZZEREE
profit or loss 243,473,728
Net fair value gain recognised in the RIBRRERAZ A TFERSFE
statement of profit or loss 47,348,472
Fair value loss recognised in other comprehensive REMZEBRARRZ AFEEE
income (1,002,000)
At 30 June 2018 (Unaudited) RIZE—NFEXNA=1THCREER) 532,940,200
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Notes to the Condensed Consolidated GLEEEE SR S E L IO )

Interim Financial Statements (continued)

For the six months ended 30 June 2018 BHE

16. Fair Value and Fair Value Hierarchy of Financial 16.
Instruments (continued)

Fair value hierarchy (continued)

“E-N\FEXRA=THILAREAR

ERMIANDFERDFERERGE)

RPEBER(E)

Fair value measurement using

RAUTEAFEAFE

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
REBHSH EATEHE BEAFTHE
HE WARE WARE
(B—4%) (£=%) (E=%) i
HK$ HK$ HK$ HK$
ABIT BT BT BT
Liabilities measured at fair UAFEFENER
value:
As at 30 June 2018 RZE-—N\F~A=+H
Derivative financial instruments fTEeRmTA - — 68,700,000 68,700,000
As at 31 December 2017 RZZE—+F+=-A=+—H8
Derivative financial instruments TESBITA — = 70,813,000 70,813,000
During the period, there were no transfers of fair value HR cREERSHABEF —REFE R
measurements between Level 1 and Level 2 and no transfers ZHYEEAAFEFEER  TESHE
into or out of Level 3 for both financial assets and financial ERcHABEBASNBLEE="R(ZT—tF
liabilities (31 December 2017: Nil). +=—A=+—8: &) -
17.  Capital commitments 17. B AREIE

The Group had commitments for its contracted, but not
provided for capital contribution to its investees amounting to
HK$ 209,668,200 (31 December 2017: HK$ 26,375,800).

18. Approval of The Unaudited Condensed Consolidated 18.
Financial Statements

These unaudited condensed consolidated financial statements

are approved and authorised for issue by the Board on
27 August 2018.

HongDa Financial Holding Limited
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