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www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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www.bdo.com.hk

REPORT ON REVIEW
OF INTERIM FINANCIAL

INFORMATION

TO THE BOARD OF DIRECTORS OF SHENG
YUAN HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim condensed
consolidated financial statements set out on
pages 10 to 55, which comprises the condensed
consolidated statement of financial position of Sheng
Yuan Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”)
as of 30 June 2017 and the related condensed
consolidated statement of profit or loss and other
comprehensive income, condensed consolidated
statement of changes in equity and condensed
consolidated statement of cash flows for the six-
month period then ended, and a summary of
significant accounting policies and other explanatory
notes (the “interim condensed consolidated
financial statements”). The Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of
a report on interim financial information to be in
compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34”) issued by the
Hong Kong Institute of Certified Public Accountants.
The directors are responsible for the preparation and
presentation of the interim condensed consolidated
financial statements in accordance with HKAS 34.
Our responsibility is to express a conclusion on the
interim condensed consolidated financial statements
based on our review. This report is made 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.
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SCOPE OF REVIEW

Except as explained in the basis for qualified
conclusion paragraphs below, 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
(“"HKSRE 2410”). A review of interim financial
information consists of making inquiries, primarily
of persons responsible for financial and accounting
matters, and applying analytical and other review
procedures. 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.
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BASIS FOR QUALIFIED CONCLUSION

Our conclusion of the review of the Group’s interim
condensed consolidated financial statements is
qualified due to the following limitations:

i) During the six months ended 30 June 2017,
the Group had recognised its share of the
associate’s loss for the period of HK$29,148,000
using equity accounting. The Group’s share of
the loss of the associate of HK$29,148,000
using equity accounting included effectively a
share of the impairment loss of HK$5,114,000
in respect of the associate’s investment of
RMB18,000,000. However, the management
was unable to provide us with the information,
including up to date financial information of
that associate’s investee company, which we
considered necessary for the purpose of our
review of the management’s basis for measuring
the impairment loss. As the investee company
was not a listed entity in the PRC, we were also
not able to obtain the relevant financial or other
information which we considered necessary
and there were no alternative procedures
which we could carry out to determine if the
associate’s investment was impaired and the
impairment loss of RMB18,000,000 reflected
in the associate’s financial statements, of
which HK$5,114,000 shared by the Group,
was appropriately measured. As such, we
were also unable to determine if the carrying
amount of the Group’s interest in the associate
of HK$3,529,000 as included in the condensed
consolidated statement of financial position
as of 30 June 2017 was appropriately stated.
The Group’s share of the associate’s loss for
the period was also qualified due to the matter
explained in paragraph below.
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BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

(i)

Our audit opinion on the Group’s financial
statements as of 31 December 2016 was
qualified due to certain limitations on our scope
of work as set out in our report dated 17 March
2017 which included limitations arising from the
fact that the audit of the associate’s financial
statements as of 31 December 2016 by the
component auditors was not completed as
of our audit report date and that there were
insufficient audit evidence available to us relating
to the impairment review of the Group’s interest
in associate as of 31 December 2016. In respect
of these matters, there were no alternative
audit procedures that we could adopt to satisfy
ourselves as to whether the Group’s interests
in the associate was fairly stated. Despite
the component auditors have subsequently
issued their audit report, their audit opinion was
qualified as in their view there were limitations
in respect of their assessment whether that
associate’s investment of RMB18,000,000 and
certain intangible assets of RMB9,500,000 as of
31 December 2016 was impaired or not
and the extent of impairment. The matters
leading to our qualified audit opinion remained
unresolved during the course of our review of
the Company'’s interim condensed consolidated
financial statements. Our review conclusion on
the interim condensed consolidated financial
statements is qualified because of the possible
effect of this matter on the comparability of
the Group’s interests in the associate as of 30
June 2017 of HK$3,529,000 and 31 December
2016 of HK$72,334,000. Also because of the
limitations, we are unable to determine whether
adjustments to the opening accumulated
losses of the Group of HK$306,342,000
as at 1 January 2017 might be necessary.
These matters as mentioned above may
have consequential impact on the amount of
the Group’s impairment loss on interests in
the associate and the Group’s share of the
associate’s loss for the six months ended 30
June 2017.
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QUALIFIED CONCLUSION

Except for the adjustments to the interim financial
information that we might have become aware of
had it not been for the situation described above,
based on our review, nothing has come to our
attention that causes us to believe that the interim
financial information is not prepared, in all material
respects, in accordance with HKAS 34.

OTHER MATTER

The comparatives in the condensed consolidated
statement of profit or loss and other comprehensive
income, condensed consolidated statement of
changes in equity and condensed consolidated
statement of cash flows for the six-month ended
30 June 2017, and the related explanatory notes
have not been reviewed in accordance with HKSRE
2410 or audited.

BDO Limited

Certified Public Accountants
Chiu Wing Cheung Ringo
Practising Certificate No.: P04434

Hong Kong, 28 August 2017
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME

BRGERERAtEEKER

For the six months ended 30 June 2017
BHE-ZT—tFAA=THISEAR

Six months ended 30 June
BEAB=1THIAMEA

2017 2016
—E—+tF —E—RF
Notes HK$’000 HK$’000
PiEE FET FAT
(Unaudited) (Unaudited)
(REEZ) (REEERZ)
Revenue zs 4 32,593 34,795
Other gains and losses H bl as K 518 5 (21,722) (29,456)
Other income E A A 6 56 2,021
Staff costs BTRA 7 (31,597) (15,899)
Depreciation e (236) (286)
Finance costs A& AR 7 (14,919) (15,333)
Other expenses EmEA (13,579) (23,021)
Share of results of DiE—EEE AT
an associate E (29,148) (3,294)
Impairment loss on R—EEE A T2
interests in an associate S ZRMERE 12 (41,911) -
Loss before income tax  BRFTIEF BIETIE 7 (120,463) (50,473)
Income tax expense FrS R 8 (2,566) (2,021)
Loss for the period HREE (123,029) (52,494)
Other comprehensive Hip 2 mE s
income
Item that may be HREJEHHER
reclassified subsequently 8z HH
to profit or loss
— Exchange differences — MBI INETEEL
on translation of BMEREEZ
financial statements FEH =%
of foreign operations 2,367 (1,677)

SHENG YUAN HOLDINGS LIMITED 0 INTERIM REPORT 2017



CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME
(Continued)

HRFEERRAEMEEKER (F)

For the six months ended 30 June 2017
BE_ZT—tFAA=1TAHLANEA
Six months ended 30 June
BEARA=THLERER

2017 2016
—E—+tF —E—RF
Notes HK$’000 HK$’000
BaE FHET FET
(Unaudited) (Unaudited)
(REER) (RE&EZ)
Other comprehensive R H A2 E K
income for the period 2,367 (1,677)
Total comprehensive HAZHEIWREEE
income for the period (120,662) (54,171)
Loss for the period NT&EEEERA
attributable to: B
— Owners of the Company — AR&E#EA A (123,015) (52,491)
— Non-controlling interests ~ — FEIERRME RS (14) 3)
(123,029) (52,494)
Total comprehensive UTEEEEERA
income for the period EHREHEEE -
attributable to:
— Owners of the Company — AR FIHEA A (120,648) (54,168)
— Non-controlling interests ~ — FEFEARE RS (14) 3)
(120,662) (54,171)
HK cents HK cents
AL AL
Loss per share BRER 10
- Basic — K (3.47) (1.51)
— Diluted — (3.47) (1.51)

2t FHHRE o BRERERAA



CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
BRERE MR R R

As at 30 June 2017

R-ZE—tFRA=+H

30 June 31 December
2017 2016
—E—tE TR
AB=+H | +=ZA=+—H
Notes HK$’000 HK$’000
BisE FiEx FAT
(Unaudited) (Audited)
(REER) (&%)
ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant IE N Y
and equipment 11 344 573
Trading rights BEE 3,322 3,322
Goodwill (EES 7,000 7,000
Interests in an associate R—EHsE AR
Z W 12 3,529 72,334
Other assets HEm&EE 1,705 1,730
Deferred tax asset TEEFIIRE B 144 144
16,044 85,105
Current assets REEE
Trade and other receivables & 5 K H fth fEI AR 7X
and prepayments AR FEA 308 13 69,582 31,970
Held for trading investments FEE ZER®RIEE 14 68,826 232,157
Current tax assets BIEARIE & B 1,043 1,413
Trust bank balances REBEPEBEZ
held on behalf of clients EFERITAE R 340,037 301,145
Cash and cash equivalents & NIRESZRIER 92,631 126,461
572,119 693,146
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (Continued)

EES BRI R (&)

As at 30 June 2017
RZZE—tFRA=+H

30 June 31 December
2017 2016
- Bt of -3 —E—RF
AA=+8 | TZA=1+—H
Notes HK$’000 HK$’000
BT T TAT
(Unaudited) (Audited)
(REER) (&%)
Current liabilities REBEE
Trade and other payables & 5 K& H b feft
and accruals BR KA R AT
BH 15 354,813 419,549
Borrowings BE 16 - 26,427
Convertible bonds AR ES 17 180,443 165,802
Current tax liabilities BHATIAE & 2,230 34
537,486 611,812
Net current assets RBEEFRE 34,633 81,334
Net assets EEFE 50,677 166,439
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (Continued)

RS E MR EK ()
As at 30 June 2017
RZZE—tFRA=+H

30 June 31 December
2017 2016
—E—tF ZZ-RF
AB=+H | +=ZA=+—H
Notes HK$’000 HK$’000
BsE FAET FET
(Unaudited) (Audited)
(RISER) (E:%)
EQUITY xS
Share capital P& 18 178,128 177,128
Reserves ] (145,243) (28,495)
Equity attributable to KATEBA
owners of the Company FE{LfE#= 32,885 148,633
Non-controlling interests JEiEfRER 17,792 17,806
Total equity A 50,677 166,439
On behalf of the Board REEFE

Wu Siu Lam, William
HO R
Director

EE

Cheng Kit Sum, Clara

BRI
Director

BE
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CONDENSED CONSOLIDATED STATEMENT OF CASH

FLOWS

ERARERERER

For the six months ended 30 June 2017
BHE-ZT—tFA=THISEAR

Six months ended 30 June
BZEANA=THLEAXEA

2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Cash flows from BETHRABEESRE
operating activities
Loss for the year FAEE (123,029) (52,494)
Adjustments for: A
Income tax expense ISR Y 2,566 2,021
Changes in net REREESEL
assets attributable f&fn 2 BEtIFEE A
to other holders of EIEEEFE
redeemable shares 2 EH)
of a consolidated
investment fund - 115
Changes in third party ERIGETE
interests in collective ZE= S EE
investment schemes (5,325) (4,513)
Depreciation of property, MxE - B R
plant and equipment ZITE 236 286
Dividend income LSS ON - (2,000)
Fair value changes on NERFIEEE
financial instruments EMmTHE
classified as held for ZNTEE
trading - 1,518
Finance costs BB A 14,919 15,333
Impairment loss on R—EHE AR
interests in an 2 ¥ 2 REEE
associate 41,911 -
Interest income from R1T R E A F BHA
banks and others (20) (13)
Net losses on disposals HEME - BE
of property, plant and NEEE 2 BERFE
equipment 2 =
Reversal of impairment B S REWERTURE
losses on trade EE D
receivables (59) =
Share of results SaN Sl i) /NI
of an associate 29,148 3,294

—E—tFhBRE Q BRERERAA



CONDENSED CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

HRGEEERER (B)
For the six months ended 30 June 2017
BHE-ZT—tFAA=THISEAR

Six months ended 30 June
BEAB=1THIAMEA

2017 2016
—E—tF —ERE
HK$’000 HK$’'000
FET FAT
(Unaudited) (Unaudited)
(REBEZ) (RE&EZ)
Operating loss before LEESEEA
working capital changes IS EEE (39,651) (36,453)
Decrease in other assets HEME&EERD 25 -
(Increase)/Decrease B 5 & H h FEUEBRFUA
in trade and other KIEFFRIE
receivables and (3gm) R
prepayments (37,666) 263,665
Decrease/(Increase) in BEEERGKRE
held for trading mA ()
investments 163,331 (22,043)
Increase in trust bank REBEFFHZER
balances held on IRITAERRIE N
behalf of clients (38,892) (69,415)
(Decease)/ Increase in B 5 N Hh E T RRRUA
trade and other payables ~ KJE:TE
and accruals CRA) /#Ehn (4,692) 12,909
Cash generated from KEFRBIRE
operations 42,455 158,663
Dividend received B2 - 2,000
Interest paid EAFE (665) =
Interest received from 2HERTT R EH AT
banks and others 20 13
Income tax paid BFEHR - (8,705)
Net cash generated from — AZ & B)prid </ F5E
operating activities 41,810 151,971
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CONDENSED CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

G EERER (B)
For the six months ended 30 June 2017
BHE-ZT—tFA=THISEAR

Six months ended 30 June
BZEANA=THLEAXEA

2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Cash flows from RETHFBEESRE
investing activities
Deposit paid for acquisition 48— &K B A 7
of a subsidiary Bt zize - (3,500)
Proceeds from disposal of  HEWE « BE MEE
property, plant and Z Fr850E
equipment 13 4
Purchases of property, BEWE  BE LB
plant and equipment (18) (63)
Net cash used in investing % & ZB)TAY £/ FE
activities (5) (3,559)
Cash flows from RETEMBRERE
financing activities
Decrease in collateralised IR E
borrowings - (224,021)
Proceeds from other ERRN ARSI EAM
holders of collective BB AZFSREIE
investment schemes 2,000 42,885
Payments to other holders RSB & 518 E Ath
of collective investment BB AR
schemes (56,719) (232)
Proceeds from issue of A AT
shares upon exercise BTN 2 TS 5RIE
of share options 4,900 548
Proceeds from loans — BN ER
advanced from ZFrS 5k
a shareholder 5,000 20,000
Repayments of loans EE—aRER—F
advanced from FE-HENZER
a shareholder and
a third party (31,040) -
Net cash used in BEZE A% FEE
financing activities (75,859) (160,820)
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CONDENSED CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)
HRGEEERER (B)

For the six months ended 30 June 2017
BHE-ZT—tFAA=THISEAR
Six months ended 30 June
BZEANA=1THILAEA

2017 2016

— —ERF
HK$’000 HK$'000
TR FTAET

(Unaudited) (Unaudited)
(REBEX) (REeEZ)

Net decrease in cash BeEREELER

and cash equivalents HERDFE (34,054) (12,408)
Cash and cash REWZIRE

equivalents at ER&ERIER

beginning of

the period 126,461 60,536
Effect of foreign P S S B 3 P 5

exchange rate RezoE

changes, on cash held 224 (113)
Cash and cash RBRZRE

equivalents at end EREERER

of the period 92,631 48,015
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
RS M HRERM T

For the six months ended 30 June 2017
BHE-ZT—tFA=THISEAR

GENERAL INFORMATION

Sheng Yuan Holdings Limited (the “Company”)
is an exempted company with limited liability
incorporated and domiciled in Bermuda. The
address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda and
its principal place of business is Suites 4301-5,
43/F., Tower 1, Times Square, 1 Matheson Street,
Causeway Bay, Hong Kong. The Company’s shares
are listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”).

The Company is an investment holding company.
Its subsidiaries are principally engaged in provision
of securities brokerage and financial services, asset
management services, proprietary trading and
trading business.

The condensed consolidated financial statements
for the six months ended 30 June 2017 were
approved for issue by the board of directors on
28 August 2017.

These condensed consolidated financial statements
contains selected explanatory notes primarily an
explanation of the events and changes 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
and do not include all information and disclosures
required in the annual financial statements.

—REHR

BRERBR AR ([HX2A7))
A—HERBEREFMRIRER
ZERRER AR o Hi M
= & b 4t A Clarendon House, 2
Church Street, Hamilton HM 11,
Bermuda * EEZ & XU
BEAMBENMEH1RHRE
H1EA31E4301-6F © R QX A
RONRBEBEEZHERDE
([E3RAr)) ke

RARREBRERRRR - EME
RAEBRERRBSFLLLE
ARG AEEERE  BEE
BREHE -

BE_ZT—tFXA=+TRILR
BAAZERGEMBHREN_-F
—tFNA -t N\BEEESH
JETIE -

REMRGRANHRRD AL
RN TEREEF—
FREREHMAKEIR BT
AL B R R R 2 8
BREESYEY EHERED
TRiEFEH S RRAEZF A
BRI -
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ADOPTION OF NEW OR AMENDED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current period, the Group has applied the
new standards, amendments and interpretations
(the “new HKFRSs”) which are effective for the
Group’s financial statements for the annual period
beginning on 1 January 2017. HKFRSs include all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards
(“HKAS”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”). The application of these new HKFRSs
has had no impact on the disclosures or on the
amounts recognised in the Group’s condensed
consolidated financial statements. The Group has
not applied any new standard or interpretation
that is not yet effective for the current accounting
period.

BASIS OF PREPARATION

The condensed consolidated financial statements
have been prepared in compliance with HKAS
34, Interim Financial Reporting issued by the
HKICPA and with the applicable requirements of
Appendix 16 to the Rules Governing the Listing of
Securities on the Stock Exchange. The accounting
policies and methods of computation that have
been used in the preparation of these condensed
consolidated financial statements are consistent
with those applied in the preparation of the Group’s
annual financial statements for the year ended 31
December 2016, except for the adoption of new
HKFRSs.

2,

BRI AEET BB
HBEEA ((BERMBHREE
ZUH))

RAEEA - AEREDRARK =
T—tF-A-AMRBZFEH
M2 AR BB B MR LR 7%
A T e ([T EBHE
BEER]) - BEYMBMEER
BEEEEMAY ([E8E
Mg Bz mAEERELNE
BMBRELER - BEGFTER
(TEBEEER ) MakE - EM
ZEMA BN B HREERT®
HAKEHARAMBERRAZ
BERARRAZ eHEETVE - K
SETERBEMRASETHRE
BARERZ FTER R -

RBERE

HRGEMBHRRCRETES
SR ERMm 2z EE G ERE
34557 BB 75 3R o K B 52 P AR
F ERBIMSR TN ZERRE
B BRI BB B HE
RSN - REZEBHREAHTE
BERARAZ G BRRETES
FEEHAEERE-_T—RF
TZA=t - BLFEZFEHM
BIRRAARAE B -
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BASIS OF PREPARATION (Continued)

As at 30 June 2017, the Group had convertible
bonds with principal amount of approximately
HK$180 million (31 December 2016: HK$180
million) due to be settled within 12 months from the
reporting date and incurred losses of approximately
HK$123 million for the six months ended 30 June
2017 (year ended 31 December 2016: HK$17
million). Cash and bank balances and net current
assets have decreased to approximately HK$93
million (31 December 2016: HK$126 million) and
HK$35 million (31 December 2016: HK$81 million),
respectively.

Notwithstanding with the above conditions, the
directors of the Company have assessed that
there are no material uncertainties that may cast
significant doubt on the Group’s ability to continue
as a going concern as the Company had received
conversion notices from a holder of convertible
bonds with principal amount of approximately
HK$45 million (note 17). In addition, the Group
shall continue to apply various measures to tighten
its operating expenses. Based on the cashflow
forecast prepared by management, the Group
will generate positive cash flows from its existing
operation and have sufficient working capital to
finance its operations and financing obligations
for at least the next twelve months from 30 June
2017. Accordingly, these financial statements were
prepared on assumption that the Group can be
operated as a going concern.

3.

mREE (%)

R-ZTE—+&F<A=Z+H' &
£ B HF A £ %4 A180,000,000
BT (ZE—RNE+=ZA=+—
A : 180,000,000 Jt) < A i
RfES - ERHRE AR+
EARLES  EREZE-_T—+
FRAZ+TALEANBAEEE
8 #7123,000,000/8 7T (B = =
Z-XRNE+-_A=+—HItHE
& : 17,000,000 7T) - & &
BRITEBURRBEEFED
2 Bl R 4 = 4993,000,00078 7T
(Z2—X"F+=-A=+—8":
126,000,000 7T) & 35,000,000
BT (ZE—RFE+=ZA=+—
B : 81,000,00087T) °

BREGELIER  AARES
ML EAEEREVERE
BB L N2 EBATHAR
= REARAQRCARSEY
/45,000,000 7T 2 AT 2 AR f&
Sz A AEEEREN (ME
17) o AN+ 2N 52 [ 8 4 4 R R
TREERECERT - RIEE
BEGEZESREEN A&
B REREEBREETER
ERE AIRA-TE—tF~A
STHEARZEL T+ _EARNE
ERAREBASBNHELERE
BAYE - At - RETH®RERTY
ERNBREAEEEMFELEM
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SEGMENT INFORMATION

The Group identifies operating segments and
prepares segment information based on the
regular internal financial information reported to
the executive directors for their decisions about
resources allocation to the Group’s business
components and for their review of the performance
of those components. The business components
in the internal financial information reported to the
executive directors are determined following the
Group’s major service lines as follows:

(@)

securities brokerage and financial services
— provision of discretionary and non-
discretionary dealing services for securities,
securities placing and underwriting services,
margin financing and money lending
services, corporate finance advisory and
general advisory services;

asset management services — provision
of fund management and discretionary
portfolio management and investment
advisory services;

proprietary trading — investment holding and
securities trading; and

trading business — trading of chemical
products and energy and minerals products.

N

HEHR

REBERRANITES PR

1

ERENREREAEEED

DE RN ZENBRAZEMN
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BAKE T ERBITEREEN
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SEGMENT INFORMATION (Continued) 4. SHEER (&)

No operating segments identified have been S AN B 2 B R R 5 5P -
aggregated in arriving at the reportable segments AN B E R 2 &% 5 B E
of the Group. Each of these operating segments AHEE  ARERBITEZE
is managed separately as each of the service lines BERKEMGHEEFRTR - Z
requires different resources as well as marketing EEREDHTIDRAER -
approaches.
Securities
brokerage Asset
and financial management  Proprietary Trading
services services trading business Total
BHLLER
SREY EEERRY HEEE g5¥% h

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TR TiEn Tign

Six months ended BE-E—tF

30 June 2017 ~AZ=TH
(Unaudited) XA
(REBER)
Revenue Wiz
From external customers  RESMNRAEF 8,442 24,151 - - 32,593
From other segments REHMAH - 248 - - 248

Reportable segment ~ WRHA Hlki
revenue 8,442 24,399 - - 32,841

Reportable segment AR H A HEE

result 1,422 11,807 (38,010) (1,763) (26,544)
30 June 2017 —E-tF
(Unaudited) ~A=TH
(REBER)

Reportable segment  A/E{EA
assets gE 389,377 28,880 69,738 97 488,092

Reportable segment ~ AHRHIHERE
liabilities 353,256 469 302 23 354,050

2t FHHRE e BRERERAA



4. SEGMENT INFORMATION (Continued) 4, DEBER ()
Securities
brokerage Asset
and financial  management  Proprietary Trading
services services trading business Total
SREY AEEERB HEE EUEY fzt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRL T THL FiET T
Six months ended BE-E-1E
30 June 2016 ~A=1H
(Unaudited) 1E~EA
(REER)
Revenue Wiz
From external customers  RESNFEF 6,238 28,557 - - 34,795
From other segments REHMAH - 98 - - %8
Reportable segment  AEH A HkE
revenue 6,238 28,655 - - 34,893
Reportable segment A HRHAHES
result (4,957) 11,220 (27,640) (2,754) (24,131)
31 December 2016 ZB-AE
(Audited) +=B=+-H
(BER)
Reportable segment ~ ARBHBEE
assets 314,783 27,094 233,054 106 575,037
Reportable segment ~ AERHABEE
liabilities 343,451 12,982 73,033 17 429,483
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SEGMENT INFORMATION (Continued)

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSs, except that changes in
fair value of derivative financial instruments; other
income (excluding dividend income); directors’
emoluments; interest expenses on convertible
bonds and loans from a shareholder; share of
results of and impairment loss on interests in an
associate accounted for using the equity method;
income tax expense; and corporate income and
expenses which are not directly attributable to the
business activities of any operating segment are
not included in arriving at the operating results of
the operating segments. Common expenditures are
allocated between operating segments based on
proportion of segment revenue where necessary.
Inter-segment revenue are charged on the
expenses incurred by the relevant subsidiary plus
certain percentage.

Segment assets include all assets but interests
in an associate; current tax assets; deferred tax
assets and bank balances of the Group. In addition,
corporate assets which are not directly attributable
to the business activities of any operating segment
are not allocated to a segment, which primarily
applies to the Group’s headquarters. Segment
liabilities include all liabilities but loans from a
shareholder, convertible bonds and current tax
liabilities. In addition, corporate liabilities which are
not directly attributable to the business activities
of any operating segment are not allocated to a
segment.

4.

DEER (&)
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REBRAEEA - DEAE
BERKE -BERRZER A
BERES AR ER AN
BB Wo FEREBRN
EREEDAEBEH 2 ARE
B ES = ERDE -

—E—tFhBRE Q BRERERAA



SEGMENT INFORMATION (Continued)

The totals presented for the Group’s operating
segment result are reconciled to the Group’s loss

before income tax as follows:

4.

H

KEEEDBEEMER 4
HEALERASHATERZ Y
BRI

Six months ended 30 June
BEAA=THLKEAR

2017 2016
—E—+tF —E—REF
HK$°000 HK$’000
FET FET
(Unaudited) (Unaudited)
(REER) (CREEEZ)
Reportable segment result AIER D HEE (26,544) (24,131)
Changes in fair value of PTAESBMIAZ
derivative financial NEEE
instruments - (1,5618)
Other income HabA 56 21
Finance costs BhE AR (14,919) (13,626)
Share of results of an associate 71— 15 & A 7] E4E (29,148) (3,294)
Impairment loss on interests R —EEE A F] 2
in an associate B HERE (41,911) =
Corporate expenses** ANRIFAE (7,997) (7,925)
Group’s loss before RNEERRETSHIA
income tax [E518 (120,463) (50,473)

*x

mainly staff costs, including directors’

emoluments, minimum lease payments
under operating leases in respect of land
and buildings and other professional fees

- TERBINA BEE
=W LHREBTFRE
HENREHREFIEAR
HibHEER

SHENG YUAN HOLDINGS LIMITED e INTERIM REPORT 2017



5.

OTHER GAINS AND LOSSES

Hitl i & 518

Six months ended 30 June
BEXA=THLAEA

2017 2016
—E—+tF —E-REF
HK$’000 HK$’000
FHER FAT
(Unaudited) (Unaudited)
(REBER) (REEHFZ)
Changes in fair value of PEARHEREEY
financial instruments SRIAZ
classified as held for trading ~ AF{EZ &) (27,185) (33,800)
Changes in net assets REREESTE
attributable to other holders Bk 2 EfhREE
of redeemable shares of ANEEEEFE
a consolidated investment 2B E)
fund - (115)
Changes in third party ERIREHEZ
interests in collective FE- RS
investment schemes 5,325 4,513
Reversal of impairment B RUBERRZ
losses on trade receivables BEEEEE 59 =
Net foreign exchange SNEW S, (B518)
gains/(losses) R 81 (54)
Net losses on disposals of HEME - BER
property, plant HECBIBTFE
and equipment (2) -
(21,722) (29,456)

2t FHHRE e BRERERAA



OTHER INCOME

Hepg A

Six months ended 30 June
BEXA=THLAEA

2017 2016

—E—+tF ZE—RF

HK$’000 HK$'000

FHER FET

(Unaudited) (Unaudited)

(REBER) (REEHFZ)

Dividend income A& SWA - 2,000
Interest income from banks $RIT R E AT BUA

and others 20 13

Sundry income =N 36 8

56 2,021

SHENG YUAN HOLDINGS LIMITED ° INTERIM REPORT 2017



Us

LOSS BEFORE INCOME TAX

BRATS B ATE R

Six months ended 30 June
BEXA=THLAEA

2017 2016
—E—+tF —T—REF
HK$’000 HK$'000
FHExT FAT
(Unaudited) (Unaudited)
(REBER) (REEHFZ)
Loss before income tax is WAL ATES 1B
arrived at after charging: BEHBRT)EIE -
Finance costs BhE AR
— Effective interest on liability - AT EEEE
component of convertible oz BB
bonds 14,641 13,431
—Interest on bank and other - $R1T M EMEE 2
borrowings FE 2 1,707
— Interest on loans from - RE—BREZ
a shareholder BRZHE 276 195
14,919 15,333
Staff costs, including BIRA
directors’ emoluments (BIEESHS)
- Fees, salaries, allowances - 4% * #& »
and bonuses VAL RRAEAT 30,846 15,103
— Retirement benefit scheme - iE/REFEH 2l
contributions #3 751 796
31,597 15,899

2t FHHRE g BRERERAA




INCOME TAX EXPENSE

For the six months ended 30 June 2017 and 2016,
Hong Kong profits tax was provided at the rate of
16.5% on the estimated assessable profits for the
respective periods.

For the six months ended 30 June 2017 and 2016,
no provision for Corporate Income Tax of the
People’s Republic of China (“PRC”) has been made
as the Group did not derive any assessable profits
in the PRC for the respective periods.

B

BHEZ—tFR-ZE—X"FAX
A=+HIEAMEA BHEFEH
REBHBGTERB R Z
16.5% FT e ©

HEZZ—tER-Z—RFEX
A=+HIEANEA - SiEppE
ARFFE ([FE]) BEMEH
FIREBE RERAEENARH
HA PR A7 48 A o B EE AR A AR PR AR TR
A o

Six months ended 30 June
BEXA=THLAEA

2017 2016
—E—+tF —E-REF
HK$’000 HK$’000
FHExT FAT
(Unaudited) (Unaudited)
(REBER) (REEHFZ)
Current tax - Hong Kong ENARiE - B8
profits tax FIEH
— Provision for current period ~ — 7R B s #8445 2,709 2,032
— Over provision in respect of - @ KR BRERL
prior periods (143) 1
Total income tax expense s Bl 42 %8 2,566 2,021
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10.

11.

DIVIDENDS

No dividend was proposed or paid during the six
months ended 30 June 2017 and 2016, nor has
any dividend been proposed since the end of the
reporting periods.

LOSS PER SHARE

The calculation of basic loss per share is based
on the loss attributable to owners of the Company
of approximately HK$123,015,000 (2016: loss of
approximately HK$52,491,000) and the weighted
average number of 3,543,943,771 (2016:
3,486,892,226) ordinary shares in issue during the
period. The diluted loss per share is the same as
the basic loss per share because the calculation
of the diluted loss per share does not assume
the exercise of the outstanding share options and
conversion rights attached to the convertible bonds
since their exercise would result in a decrease in
loss per share.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2017, the
Group acquired property, plant and equipment with
a cost of approximately HK$18,000 (six months
ended 30 June 2016: HK$63,000). Property,
plant and equipment with net carrying amount of
approximately HK$15,000 (six months ended 30
June 2016: HK$4,000) were disposed of during the
six months ended 30 June 2017.

10.

11.

RE

BE_T—tHFR-_T-RERX
RA=+HIEARER - BiERHK
BRIRBEARE - BREHHE
EE B LRI ERR B IR
g o
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A JE 15 518 49 123,015,000 7 7T
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¥ 7 15 £(3,543,943,7715% ( =
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H o gl EEEAREIEM
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12. INTERESTS IN AN ASSOCIATE 12. R—EEBELR2ER

30 June 31 December
2017 2016
—E—+tF —E—REF
~A=tH +=—A=+—H
HK$’000 HK$’000
FET FA&T
(Unaudited) (Audited)
(REER) (feEwx)
Share of net assets DIHEEFE 5,586 33,653
Goodwill (EES 39,854 38,681
45,440 72,334
Provision for impairment BER S (41,911) =
3,529 72,334
Particulars of the associate at 30 June 2017 are as RZE—+tFA=+H B&
follows: NEZFBET :

Percentage of Principal activities

Country of Particulars of interest held and place of
Name incorporation paid-up capital by the Group operation
*5E
&8 HMRILER BRBRAFE FisRsEME  EEERREERY
Xinhua (Daging) PRC RMB85,714,286 25.0° Operation of an
Merchandise HE AR#85,714,286 7T electronic merchandise
Exchange Company exchange platform for
Limited (‘*XHME") commodity goods
HE (KE) BRRS trading in the PRC
FraRAR ([HEH ) RPEEEERED
B ETAR
- rounded to the nearest tenth of one percent * ARERBELA L ZT
DZ—
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12.

INTERESTS IN AN ASSOCIATE (Continued)

In December 2016, the board of directors of XHME
had resolved to restructure its business lines for
local compliance purpose which involved the
suspension of a material line of business. In view
of this, for the year ended 31 December 2016,
the directors of the Company had performed an
impairment assessment of the Group’s interest in
XHME based on a valuation with the assistance of
an independent valuer. The valuation of the Group’s
interests in associate was determined based on
an underlying projection of cash flows provided
by XHME. Based on the impairment assessment,
the recoverable amount of the Group’s interests in
XHME was estimated to be higher than the carrying
amount and no impairment was considered
necessary as at 31 December 2016.

Subsequent to the issuance of the financial
statements of the Group for the year ended 31
December 2016 and up to the date of approval
of these interim financial statements, the business
operation of XHME was still under suspension.
The Group has therefore carried out an impairment
assessment of its interest in XHME as of 30 June
2017 with assistance of an independent valuer
using fair value less costs of disposal using the
income approach. The key assumptions to which
the fair value less costs of disposal being most
sensitive in assessing the recoverable amount is as
follows:

16.11%
24.70%

Discount for lack of marketability
Discount for lack of control

12.

R—BBE QT2 (F)

RZB-—RE+ZA ¥EmE
EFERRETEBER (BH Y
REFETBEEBLE) UFAE
WHRE - BERI > REE-F
—R"FE+ZA=+—-BILFE -
RAREREENBBULIAER
BEVETTR S EH AR E R #A
A2 R EITRERE - HAK
B2 NS SO R EESS IS
HEMERSRE Z AETRAE
Ee REZBEME R2F
—R"FE+ZA=+—8 " fhFR
SENHEM R TREE
EERREE - MEAEHRE

RBE_T—R"F+_A=1—
BIEFEREEBITHBRRE
ERETHVBRIMAERS
DEEREMZEBLEE B
it AEEC BB EM T
18 A R AR H &R ASEIR IR
EEAHHEBE-_T—+tF <A
=T ARHERZ EESEITRE
A o REHE A KRB S B - R
FERMERARRHER 2 EE
BT

BRZ TSR 2 TR
ERZ I 2 &

16.11%
24.70%
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12. INTERESTS IN AN ASSOCIATE (Continued) 12. A—RHEERATzER (&
Based on the valuation, the recoverable amount BREFH AEERFETZ
of the Group’s interests in XHME was determined a2l BETAN
to be approximately HK$3,529,000 and 3,529,000 7T + TR EEIEL
accordingly, an impairment loss of approximately 41,911,000 W 5T AR RRAR &
HK$41,911,000 was recognised and included in BamREMPERER - ATEE
the condensed consolidated statement of profit SEATEENE=ROEHE -
or loss and other comprehensive income. The
fair value on which the recoverable amount being
based is categorised within Level 3 measurement.

13. TRADE AND OTHER RECEIVABLES AND 13. ESRHMEWRRUKRTE
PREPAYMENTS RIR

30 June 31 December

2017 2016

—E—+tF ZE—RF

AA=+H | +ZA=1+—H

HK$’000 HK$’000

FHERT FET

(Unaudited) (Audited)

(REEER) (fe&=%)

Trade receivables B S EERK 64,037 26,244
Other receivables H A AR R

and prepayments B FRIA 5,545 5,726

69,582 31,970
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13. TRADE AND OTHER RECEIVABLES AND 13. EZRHMEWRERUAKRE

PREPAYMENTS (Continued) RIR (8)
The analysis of trade receivables is as follows: BRI AT -
30 June 31 December
2017 2016
—E—tF —E-RE
NA=+H | +t=ZA=+—H
HK$°000 HK$’000
FHER FET
(Unaudited) (Audited)
(REEER) (f&E=%)

Arising from the business of ~ REBHEHEK
dealing in securities

- Hong Kong Securities - BEPREE
Company Limited BRAR]
(“HKSCC’) ([BEBEHE]) 9,733 -
— Margin clients -FREF 1,239 1,635
Avrising from asset REBEEEERSE
management services 19,309 17,944
Arising from financial advisory 2 B B #7812
and consultancy services EE R AR TS - 165
Avrising from money lending REE KRG
services 30,148 -
Arising from placing services 2 & Bit & iR 2,924 5,838
Arising from proprietary trading KB EZEE 684 662

64,037 26,244
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I'38

TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (Continued)

The normal settlement terms of trade receivables
arising from the business of dealing in securities are
two business days after the respective trade dates.
The amounts due from margin clients are repayable
on demand subsequent to the settlement date
and bear interest at Hong Kong Dollar Prime Rate
plus a spread of 3% to 8% (2016: 3% to 8%) per
annum.

The Group does not provide any credit term to
clients for its financial advisory and consultancy
services as well as asset management services.
Amount arising from money lending services
represents secured term loan which is repayable
within one year. Amount arising from proprietary
trading represents deposits placed with a securities
broker which is repayable on demand. Settlement
of amounts arising from placing services is in
accordance with the terms set out in the respective
agreements, usually within one year after the
service obligation has been fulfilled.

13.

EZRAEMBRRTRARE
RE (&)

R ESEEEN 2 E PR
RASH IR B E 2 5 B L
EE%E - BUFEESRAR
RS B BRIRBRIEE - IR
BTREBEENEEIEES
B (=% :3BE8@) it

B o
N

AR [ 0 45 1) L B 7% R A S B
BR7% A K B B E IR = P AR A
EREER - REERIRBEZ K
RIEREMEHER AR —F
MEE - REALEERZHAK
FRREFBL TR ARE
REE - RERERS ZFETS
RIBEHHETEZGEREE - —
RRERRBEER —FA -
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TRADE AND OTHER RECEIVABLES AND 13. BEZRHEMEWERMRURTE

PREPAYMENTS (Continued) FRIR ()
The amounts due from margin clients are neither FEWFT R B = I 15 8 B SR
past due nor impaired. The ageing analysis of trade B BEMERIELZEZEK
receivables in respect of other balances, based on BRFERER DT (EREIHA) m
due date, is as follows: T
30 June 31 December
2017 2016
—E—tF —E—RF
~A=tH +=—A=+—H
HK$’000 HK$'000
FHEx FHET
(Unaudited) (Audited)
(REER) (K 2%)
Not yet past due ) A 380 B 30,148 =
0 - 30 days 0E30H 16,106 10,862
31 - 60 days 31E60H 3,111 1,936
61 - 90 days 61290H 2,871 1,985
91 - 180 days 91E180H 6,607 5,698
181 - 365 days 1812365 H 3,671 3,146
Over 365 days HBiA 365 H 284 982
62,798 24,609
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14. HELD FOR TRADING INVESTMENTS 14. BEEERERRE
30 June 31 December
2017 2016
—ZE—+tF ZT—REF
~A=tH +=—A=+—H
HK$’000 HK$'000
FHEx FHET
(Unaudited) (Audited)
(REER) (feEwx)
Listed equity securities EHRAESH 43,980 135,110
Unlisted investments funds ELmRERES (Fi)
(note) 24,846 97,047
68,826 232,157
Note: Mi3E
Pursuant to the relevant subscription agreements, BEE@ERERZ  NEBR L

the Group’s interests in the above investment funds
are in the form of redeemable shares, which are
puttable at the holder’s option and entitle the Group
to a proportionate stake in the respective funds’
net assets. These investment funds are managed
by the respective investment managers who are
empowered to manage their daily operations and
apply various investment strategies to accomplish
their respective investment objectives. The Group
did not act as an investment manager of the
above investment funds at 30 June 2017 and 31
December 2016.

A E S 2 a5 P R B B
B ThRBEAREED - B
AEEEREUPIOBEES
ZEBEFE 2EREESAN
MERREEEATEENRRA
ZHERERBAEHERTBEZE
BHBZREKHEER - N -_F
—tEFRAZTHRZZ—AF
TZRA=+—H AEETHE
FEMEERSMIRERE -
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15. TRADE AND OTHER PAYABLES AND 15. EZRHMEMNERARE

ACCRUALS sTEA
30 June 31 December
2017 2016
—E—+tF —T—RF
~A=t+H +—-A=+—H
HK$°000 HK$’000
FET FHET
(Unaudited) (Audited)
(REBER) (gE2%)
Trade payables arising from REFBHEBEEK
the business of dealing A=Y AN
in securities
- HKSCC - BAHEE - 34,356
~ Cash clients -BReRPF 351,027 302,031
— Margin clients -HBREF 675 672
351,702 337,059
Third party interests in RERIZEEZ
collective investment E=Em
schemes - 60,044
Other payables and accruals ~ EAfb R BRF K
fEETE A 3,111 22,446
354,813 419,549
The normal settlement terms of trade payables REBHEBEKZEHEMNE
arising from the business of dealing in securities are R —MEEBRAEARS AR
two business days after the respective trade dates. ZMEEHER - BNReRFR
The amounts payable to cash and margin clients BEFZHHARERKER - EF
are repayable on demand. No ageing analysis in RE BEREBUEEER R
respect of trade payables is disclosed as, in the AMAEEREBINARE - I E
opinion of the directors, the ageing analysis does HEE SRR RO o
not give additional value in view of the business
nature.
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16. BORROWINGS 16. f&&
30 June 31 December
2017 2016
—E—tF —E-RE
~A=tH +=—A=+—H
HK$’000 HK$'000
FHEx FHET
(Unaudited) (Audited)
(REER) (fe&%)
Loans from a shareholder RE—BRRZ2ERK - 15,387
Others HAth - 11,040
- 26,427
Loans from a shareholder were unsecured, interest RKE—EBREZERBEER
bearing at 3.5% per annum and were repayable REFEIL5%ETE - REER—F
within one year. The lender had the right to request NEE - EF BRI CEE
early repayment of the outstanding balance with ¥AHEEMBANFNERR
written notice of 7 business days. Borrowings from RHEHEREESS  HMERAB
others were unsecured, interest bearing at the rate IR R B — R RITET R A
quoted by a bank in the PRC and were repayable Ei 8 REAR—FREE -
within one year.
17. CONVERTIBLE BONDS 17. W#RES
30 June 31 December
2017 2016
—E—tF —T—REF
XA=+A | +=ZA=+—H
HK$’000 HK$’000
FHExT FHT
(Unaudited) (Audited)
(REER) (&%)
Liability component =Rt
SYFS Bonds SYFS &% 45,000 41,695
SYHL Bonds BIRERES 135,443 124,107
180,443 165,802
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17.

CONVERTIBLE BONDS (Continued)

SYFS Bonds

Pursuant to a subscription agreement entered
into by Sheng Yuan Financial Services Group
Limited (“SYFS”), a wholly-owned subsidiary of
the Company, with the subscribers on 9 April
2014, SYFS issued zero coupon convertible bonds
with principal amount of HK$45,000,000 (“SYFS
Bonds”) on 16 June 2014. The SYFS Bonds
entitled the holders to convert them into ordinary
shares of SYFS (the “SYFS Conversion Shares”)
at a conversion price of HK$10,000 with certain
profit conditions of SYFS and its subsidiaries (“SYFS
Group”) as set out in the Company’s circular dated
16 May 2014. Any unconverted SYFS Bonds
should be redeemed by SYFS at 100% of its
face value within 30 business days from the third
anniversary day.

Based on the terms of the subscription agreement,
the SYFS Bonds contain two components, (i) the
liability and (i) the equity conversion components.
At 31 December 2016, none of the SYFS Bonds
has been converted into ordinary shares of
SYFS. On 15 June 2017, the Company received
conversion notices from the sole bondholder in
respect of the exercise of the conversion rights
attached to the SYFS Bonds in the aggregate
amount of HK$45,000,000. As the issuance of
the SYFS Conversion Shares is still subject to the
approval by a regulator at 30 June 2017, the SYFS
Bonds have not been converted into ordinary
shares of SYFS as of that date. Upon the issue and
allotment of 4,500 SYFS Conversion Shares on full
conversion of the SYFS Bonds at the conversion
price, the Company’s equity interest in SYFS Group
will be reduced to approximately 55%.

17.

AR ES (&)
SYFS &3

BEARAIZZ2EWRESB QT
Sheng Yuan Financial Services
Group Limited ([SYFS]) £232 8 A
RZZ—NMFMANARZZR
fEtaE - SYFSRZZE—MERHA
+ 75 B #1724 % %8 4 45,000,000
Bz ZEEAMRES ([SYFS
&% |) - SYFSEHRME T1E A%
F - AT 2 HE AR (E 10,0004 7T
H i BSYFSE ik ([SYFS#
BRG] - WA ETABESYFS
MEKBAR (SYFSEE]) 2
B ZEE (FRARAIRZE
—mEFERATNBREZBE) -
FAAERIBRZSYFSEH S H
SYFSH & =B F H 1% 30{H % 3
AREEEEZ 100% EE ©

B AR R 1 3% 2 IR - SYFST&E
EBIEMED ¢ () BE M) #2E
HIBED - RZE—NE+_-A
=+—H8 - BESYFSESFEHIL
ASYFSEBE - RZT—LF X
A+ARAB - KRR —EH
5B A A48 5 %8 /45,000,000 7%
TCRLTT (5 SYFS & 5 AT Ff 5 2 #2
BB 2 SRR AN o A BT
SYFSHAARA AR =T —+F
NAZTHEREEEE  BE
#% B SYFSf&E#H W K X182 A SYFS
TR o 81T &AL 34,500
SYFS R B 17 1R MR B (B BB 12
R SYFS{EH 1% - N RFIRSYFS
EEZRERKRDEL55%.
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17. CONVERTIBLE BONDS (Continued) 17. #w#HRRES (&)

SYFS Bonds (Continued) SYFS &% (&)
Movements of the components of SYFS Bonds HANSYFSEH MK 2 & &
during the period are set out below: &y
Equity
Liability conversion
component component Total
aESy ERREBRES st
HK$’000 HK$’000 HK$'000
FHT FHET FHT
(Unaudited) (Unaudited) (Unaudited)

(RiEER) CREEER) (REEERZ)

At 1 January 2017 R-ZT—tF

—HA—B 41,695 17,792 59,487
Effective interest ERERERF X
recognised 3,305 - 3,305
At 30 June 2017 R=-Z—+tF
ANB=tH 45,000 17,792 62,792

At 1 January 2016 R-ZB—RF

—HA—B 35,249 17,792 53,041
Effective interest ERERERF X
recognised 3,066 - 3,066
At 30 June 2016 R-B—REF
NA=t+H 38,315 17,792 56,107
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17.

CONVERTIBLE BONDS (Continued)
SYHL Bonds

Pursuant to subscription agreements entered
into by the Company on 5 November 2014
and 19 December 2014, the Company issued
convertible bonds with aggregate principal
amount of HK$135,000,000 (“SYHL Bonds”)
on 19 November 2014 and 30 December 2014.
The SYHL Bonds entitled the holders to convert
them into ordinary shares of the Company at the
conversion price of HK$0.35 per share of the
Company at any time before the third anniversary
date of the initial issue dates (“SYHL Bonds
Maturity Date”). The SYHL Bonds bear interests
at 8% per annum except that during the second
and third anniversary period, no interest shall be
accrued to the holders when the average closing
price in respect of the Company’s share for the last
30 consecutive trading days (“Current Market
Price”) before the second anniversary of the
initial issue dates (“Second Interest Payment
Date”) and the SYHL Bonds Maturity Date exceed
HK$0.50 and HK$0.55 per share of the Company,
respectively.

If the Current Market Price on the Second Interest
Payment Date exceed HK$0.50 per share of the
Company, the Company shall have the right to early
redeem the SYHL Bonds (in part or in whole), at
the aggregate amount of the outstanding principal
and interest not later than 3 business days after the
Second Interest Payment Date. Unless previously
redeemed, converted or cancelled, the Company
will redeem each SYHL Bonds on the SYHL Bonds
Maturity Date at 100% of the outstanding principal
amount, together with accrued interest, if any.

17.

RRES (&)
BRERES
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FAR-Z—NE+=-A+NE
RN RERE  ARRR-T
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17/

CONVERTIBLE BONDS (Continued)

SYHL Bonds (Continued)

Based on the terms of the subscription
agreements, the SYHL Bonds are bifurcated into
three components, (i) the liability, (i) the derivative
and (jii) the equity conversion components. At 30
June 2017 and 31 December 2016, none of the
SYHL Bonds has been converted into ordinary

shares of the Company.

Movements of the components of SYHL Bonds

17. "RES (&)
BRERES (8)

RIBRIEHZ 2 &K BIRER
BEHEDB=EIHD : () BE - (i)
PMHETAR(ERLBED -
RZZE—tFA=Z+HE=Z
—RNFE+-A=+—0 - HEF
BEREFELBRARARLE
J% e

BN BRI E AR D 2 &

during the periods are set out below: BESAT -
Equity
Liability Derivative conversion
component component component Total
8ESS fTEIENS  BRERRSS )
HK$'000 HK$'000 HK$'000 HK$'000
Thx Thr T T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (RiEER) (REER) (RiEER)
At1 January 2017 RZB-t&
-A-8 124,107 - 34,408 158,515
Effective interest recognised BRRERF X 11,336 - - 11,336
At 30 June 2017 RZZ-t&
~A=1H 135,443 - 34,408 169,851
At 1 January 2016 RZE-~E
-A-8 113,213 (3,667) 34,408 143,954
Changes in fair value recognisedin -~ ERMEZZ [E4
“Other gains and losses” WaREE A
in profit or loss BAZATEED = 1,518 = 1518
Effective interest recognised BRAERFE 10,365 = = 10,365
At 30 June 2016 R=B-X%
~AZtH 123,578 (2,149 34,408 155,837

SHENG YUAN HOLDINGS LIMITED e INTERIM REPORT 2017



18. SHARE CAPITAL 18. R&

Number of
ordinary
shares of
HK$0.05 each Nominal value
BREE
0.05/8 T2
LEREAE HE
HK$'000
FHAIT
(Unaudited) (Unaudited)
(RIEER) (Rie&E%)
Authorised: ZEE
At 1 January 2017 R-B—t&-A—-8ARK
and 30 June 2017 —Z—tHxA=+H 8,000,000,000 400,000
At 1 January 2016 RZB-"E¥-A-BK
and 30 June 2016 —E-XREXA=TH 8,000,000,000 400,000
Issued and fully paid: ERITRHE -
At 1 January 2017 R-—Z—+tF—H—H 3,542,562,556 177,128
Issue of shares upon exercise TR 1 TAR (D
of share options 20,000,000 1,000
At 30 June 2017 R-E—tH&XA=1+A 3,562,562,556 178,128
At 1 January 2016 R-E-XE—-A—H 3,486,562,556 174,328
Issue of shares upon exercise RITEBRIERE TR
of share options 3,000,000 150
At 30 June 2016 RZBE-XFEXA=TH 3,489,562,556 174,478
All issued shares rank pari passu in all respects FBERBITRNEMEIEEAR
including all rights as to dividends, voting and RERETN  EEFRRKRS KRR
return of capital. RERRIE ZFTEHER]
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19. RELATED PARTY TRANSACTIONS 19. BEATIRS
In addition to the transactions and balances MZEMEMARE M 5l
detailed elsewhere in these financial statements, R RIS REBREANE
the Group had the following material transactions BEATETZEARSUOT ¢
with related parties during the period:
Six months ended 30 June
BZEARA=THILKER
2017 2016
—E—+tF ZE-RE
HK$°000 HK$’000
FERT FAT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Mr. Wu Siu Lam, William AL REE
- Commission and brokerage ~— #FHRX 52
income from securities e RAELWKA
dealing 2 3
King Lion Group Limited (note) King Lion Group Limited
(MI3E)
— Interest expense -FIBFEX 276 195
Note: FiE

Interest expense of HK$276,000 (2016:
HK$195,000) payable to King Lion Group Limited,
a substantial shareholder of the Company, was
arising from the loans advanced from this entity
during the period of HK$20,000,000 (2016:
HK$20,000,000), which were fully repaid during the
period.

AN EEZREKing Lion Group
Limited® #8 A 2 1 2 B &
20,000,000 7 (=& — /N4 ¢
20,000,000/ 7T) 4 2 T i%
Fe 2 R B85 276,000587T (=
T— N 1 195,000 7T) B ER
RBERIEE -
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19. RELATED PARTY TRANSACTIONS 19. BEALXRS (E
(Continued)
Compensation of key management personnel FTEEEEASHH
Six months ended 30 June
BEANA=TRHILAAEA
2017 2016
—ZT—tF ZT—RF
HK$’000 HK$'000
FHEx FHT
(Unaudited) (Unaudited)
(REER) (REgEEZ)
Short-term employee benefits %2 £/ S 27 2,208 2,060
Post-employment benefits EIRIEF] 106 106
2,314 2,166
20. FAIR VALUE MEASUREMENT 20. AVEFE
Some of the Group’s financial instruments are HHMBRBEOMS - KEEE

measured at fair value for financial reporting
purposes. For financial instruments traded in
active markets, which included securities listed
on a stock exchange, their fair value is based on
quoted market prices for identical instruments at
the reporting date. For financial instruments that
are not traded in an active market, which included
unlisted investment funds and derivative financial
instruments, their fair value is determined by using
valuation techniques. Specific valuation techniques
used to value these financial instruments included
value as reported by the fund administrators or
other techniques, such as valuations performed
by external valuation specialists. When the Group
engage third party qualified valuers to perform the
valuation, management would work closely with the
qualified external valuers.

TERITADURFEFE - R
AEMSEERZERTIA (BRE
REFZXGAEMZES) 2R
FEDERREAHERIAZ
MIHMEE - WIRERTS
BEZERIA (BFEFLTER
EESRITESRTIA) Z20F
BENERGERTEE - H%E
SERTRETHERERNEE
HERNERESEEARKTZ
hESEAM R - MR EES
RATETTHME - EAKRERE
FE=ZNEEARGEMETHE
B EREKEAERIEEE
FEEAE -
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20.

FAIR VALUE MEASUREMENT (Continued)

For financial reporting purpose, fair value
measurements are categorised into three levels
based on the degree to which the inputs to the
fair value measurements are observable and
the significance of the inputs to the fair value
measurements in its entirety. The fair value
hierarchy has the following levels:

Level 1:

Level 2:

Level 3:

quoted prices (unadjusted) in active
markets for identical assets or
liabilities;

inputs other than quoted prices
included within Level 1 that are
observable for the assets or liabilities,
either directly (i.e. as prices) or
indirectly (i.e. derived from prices);
and

inputs for the assets or liabilities that
are not based on observable market
data (unobservable inputs).

20.

DR EFE (&)

RMBHENS - AFEFER
BATEMEBAEZIBRE
ERAFEFEMAELEER
ZEEUDR=HK  RFEEZR
HESEWT

E—4: A@EEERAR
RIBR™H 2 RIE
(REHRE)

it EEXRBER
(BI{EH8) =&
(BIEROTAE) A
BRzBAE £
—EREZHRER
S R

E=4: EEXARLIFR
BEAIBERTS SR
ZBAE (A8
RBAE) FHHE -
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20. FAIR VALUE MEASUREMENT (Continued) 20. AYVERE (F)
Financial instruments measured at fair value BRATEAEZEMIA
The following table presents the Group’s financial TREVAEERBEAFESER
instruments measured at fair value on a recurring HE R SRR A AR R AT
basis in the condensed consolidated statement REERATEFAEZEMI
of financial position according to the fair value A
hierarchy:
Level 1 Level 2 Level 3 Total
58 ot | F=R )
HK$'000 HK$'000 HK$'000 HK$'000
TAT TER TEL TEL
(note (a)) (note (b))
(M) (M ()
At 30 June 2017 (Unaudited) R=B-t%
RA=t+H
(REEH)
Financial assets at fair value BATETABR
through profit or loss LERAE
~ Listed equity securities - EmkAES 43,980 - - 43,980
- Unlisted investment funds -¥EmEEES - - 24,846 24,846
— Derivative component of - BRERES
SYHL Bonds TETAHS - - - -
43,980 - 24,846 68,826
At 31 December 2016 (Audited) ~ R=F—-~E
T-A=t-8
(BER)
Financial assets at fair value BRATEABRL
through profit or loss TREE
~ Listed equity securities - FRAE 135,110 - - 135,110
— Unlisted investment funds - EMEREES = = 97,047 97,047
- Derivative component of - BRERES
SYHL Bonds TETARS - - = =
135,110 - 97,047 232,157
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20.

FAIR VALUE MEASUREMENT (Continued)

Financial instruments measured at fair value
(Continued)

There were no transfers between levels 1 and 2
or transfers into or out of level 3 in the reporting
periods. The Group’s policy is to recognise transfers
between levels of fair value hierarchy at the date of
the event or change in circumstances that caused
the transfer.

(a)

(b)

Financial instruments in Level 1

The fair value of the listed equity securities
is based on the quoted market prices at the
reporting date. The quoted market price
used for the listed equity securities held by
the Group is the current bid price.

Financial instruments in Level 3

Unlisted investment funds

The fair value was determined with reference
to the reported net asset value of the
investment funds. Generally, a change in
the net asset value of the investment fund
is accompanied by a directionally similar
change to the fair value measurement.

20.

DR EFE (&)

BAPEFEZEMTA ()

RBREHAN  E—MEE—H2
I mER E=RITILEEA
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20.

FAIR VALUE MEASUREMENT (Continued)

Financial instruments measured at fair value
(Continued)

(b) Financial instruments in Level 3
(Continued)

Unlisted investment funds (Continued)
The reconciliation from the opening to

the closing balances during the reporting
periods is as follows:

20.

DR EFE (&)
RATFEFEZSBMIE (&)

() FE=FFWEHTA (&)

HLETREREE (&)

BE BB SR

BRIAE

Six months ended 30 June
BEXA=THLAEA

2017 2016
—E—tF —E-REF
HK$’000 HK$’000
FHER FAT
(Unaudited) (Unaudited)
(REER) (REEHFZ)
At 1 January R—B—H 97,047 167,131
Payments for purchases 88 B3k - 14,516
Proceeds from sales SHEFTS A (74,195) (14,516)
Changes in fair value DAL EE
recognised in “Other w2 [ B les &
gains and losses” B8] NEER
in the condensed ZAFEEE)
consolidated profit
or loss
— Realised gains - Rz kB 18
or losses (95) 4,516
— Unrealised gains - KRR
or losses &ig 2,089 (28,091)
1,004 (23,575)
At 30 June RAA=tH 24,846 143,556
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20.

FAIR VALUE MEASUREMENT (Continued)

Financial instruments measured at fair value
(Continued)

(b)

Financial instruments in Level 3
(Continued)

Derivative component embedded in SYHL
Bonds

The reconciliation from the opening to
the closing balances during the reporting
periods is disclosed in note 17 to these
financial statements. Fair value was
determined by using the Binomial Option

20. AYVERE (F)

BAVEFEZESMTA ()

(b) FE=RFHELHBTA (&)

BRZERESAS T
TR

Wt YRR R Y
AR BB L S B IS 3R R M
FH17e ATFEDKEAZ
BT ERENET -
BRI 2 282 S50

Pricing Model. Details of the parameters T

used in the model are as follows:

Parameters 30 June 2017 31 December 2016

28 —EB—+tF ZE—RF
RA=1H +=A=+—8

(Unaudited) (Audited)

(RGER) (fe&:%)

Share price of the Company HK$0.24 HK$0.29

RNRFZRE 0.24 8T 0.29787T

Exercise price HK$0.35 HK$0.35

7B 0.35587T 0.3587T

Remaining life of the derivative 0.38 - 0.50 year 0.88 — 1.00 year

PTHET A FItRFH 0.38 - 0.50 FF 0.88-1.00%F

Risk-free rate 0.34% - 0.37% 0.89% - 0.91%

e g lpeas

Expected volatility 52.64% - 53.99% 41.93% - 44.78%

TEHR R

Expected dividend yield 0.00% 0.00%

TREARR S =

Generally, a change in the Company’s
share price and volatility is accompanied
by a directionally similar change to the
fair value measurement whilst a change
in the risk-free rate is accompanied by a
directionally opposite change to the fair
value measurement.

R AR ARERREZ
BHEHHATEN B LRE
B - HERARHIEE
BB HA T EA AR A
23 -
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20.

FAIR VALUE MEASUREMENT (Continued)

Financial instruments measured at amortised cost

The fair value of the financial assets and financial
liabilities at amortised cost under current assets
and current liabilities, respectively, is not materially

20. AYVERE (F)

BREEATREZEMT A

MEVEERRE B EE T IREH
BAANRZ eREEREREE
HAERH  wMEATEREASH

different from their carrying amount as they are all REEYEERER - UT&IA
short term in nature, except as follows: B
Carrying amount Fair value
IREE ATE
30 June | 31 December 30 June | 31 December
2017 2016 2017 2016
—E-tf eSS —B-tf ZE5F
ARB=tH |[TZA=T-H AAZTH [tZA=+-AH
HK$'000 HK$'000 HK$'000 HK$'000
TR ThR TERL Thr
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&%) (REEEH) (B=#)
Financial liabilities SRAE
Liability component of naREFEESD
convertible bonds
- SYFS Bonds - SYFS % 45,000 41,695 45,000 41,600
- SYHL Bonds - BRERESR 135,443 124,107 133,053 130,200
180,443 165,802 178,053 71,800

The liability component of the convertible bonds are
categorised under level 3 in the fair value hierarchy.
Their fair values are estimated by discounting the
expected future cash flows using an equivalent
market interest rate for a similar convertible bond
with consideration of the Group’s own non-

performance risk.

BB Es 2B ERS

DIMRBER

TEERHINEE=F5E - EQ
TELHRASEEITBAR

B1& - RABEURIRRES ZH
EMHBFEFRBHARKR SR

BT

2t FHHRE e BRERERAA
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INTERIM DIVIDEND
RIS

The directors of the Company (the “Directors”) do
not recommend the payment of interim dividend for
the six months ended 30 June 2017 (six months
ended 30 June 2016: Nil).

AAREE ([EE)) MERREE
E-T—tFRA=ZTRHLERER
ZHHARE (BE-ZT—RFXA
=t+tBIREA : 8)-

MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DM
BUSINESS AND FINANCIAL REVIEW

For the six months ended 30 June 2017,
the revenue of the Group decreased to
approximately HK$32.6 million, representing
6.3% decrease as compared with approximately
HK$34.8 million for the six months ended 30
June 2016. Loss for the six months ended
30 June 2017 was approximately HK$123.0
million, as compared with loss of approximately
HK$52.5 million for the six months ended 30
June 2016. Such increase in loss is primarily
attributable to the impairment loss on interest
in an associate, Xinhua (Daging) Merchandise
Exchange Company Limited (“XHME”).

The Group shared the associate’s losses of
approximately HK$29.1 million and recognised
impairment loss of approximately HK$41.9 million
on its interests in the associate. In December 2016,
the board of directors of XHME had resolved to
restructure its business lines for local compliance
purpose which involved the suspension of a
material line of business. During the six months
ended 30 June 2017 and up to the date of
approval of the interim financial statements of
the Company, the business operation of XHME
was still under suspension and there was no
information on the restoration of the operation
of the business lines. The Group has carried
out an impairment assessment of its interest in
XHME as of 30 June 2017 with the assistance

¥R R ERE

BHEz_Z—+tF~~A=1+H1L
NERA AEBzZRERDE
#732,600,0007% T ® B = =
TE—R"FENA=Z+AHLEARNEARAZ
#934,800,0007%% JT B 4 6.3% °
BHEz_Z—+tF~~A=1+H1L
B Az B 18 %) /123,000,000
BT MEBE T —NFXNA
S+tHEARBEAZEBEELN A
52,500,000/% 7t © & [ & 18 3 mn
FEHMR—EBEQRIE (K
B) mmXRSMERL2A (#H
BTl 2w 2 RER BT -
AEBEBSEBHERARZEBL
29,100,0007% 7t @ I Bt H R %
HENE I EEERREES
#941,900,000 7L R ZF — <
F+ZR FEMESEH)
ETEBEH(ERF P REEE
DEBKLEE) UFAEHHRT -
REBEEZZE—EFA=1+AHL
NE A R EZE AR R AR
RUERH FEMCEBEE
KEEERTEBBAMEELE
BEZAMER - XEBEAEBL
HEMBH THEHE=F—+
FRAZTHRF Az E=E
TRAEN G - RIBEFT G ANEE
Rzl B & EE
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BUSINESS AND FINANCIAL REVIEW
(Continued)

of an independent valuer. Based on the valuation,
the recoverable amount of the Group’s interests
in XHME was determined to be approximately
HK$3.5 million and accordingly, an impairment loss
of approximately HK$41.9 million was recognised
and included in the condensed consolidated
statement of profit or loss and other comprehensive
income. The Directors believed that such non-cash
impairment provision would be in the interest of the
Company.

During the six months ended 30 June 2017,
investor sentiment in Hong Kong became more
positive due to the improved global economy and
the better-than-expected economic performance in
Mainland China. In the first half of 2017, the Hang
Seng Index rose 3,764 points or 17.1% to close at
25,764 points. However, the pace of interest rates
hikes in the United States, the progress of Brexit
talks, fear of terrorist attacks, and geopolitical
tensions across the world increased the uncertainty
and volatility of the global economic and political
environments.

During the six months ended 30 June 2017, the
total revenue of Sheng Yuan Financial Services
Group Limited and its subsidiaries (the “SYFS
Group”) decreased by nearly 6.9% to approximately
HK$32.4 million (2016: approximately HK$34.8
million).

For securities business, the revenue from securities
brokerage and financial services during the
six months ended 30 June 2017 increased to
approximately HK$8.4 million (2016: approximately
HK$6.2 million). Such increase in revenue was
mainly due to increase in the daily average turnover
of Hong Kong stocks market and rose of the
Hang Seng Index in light of the global economic
improvement.

EBRREBMBEE (&)

F A #3,500,000/8 ¢ - HEER
SAUE BT 18 49 41,900,000 T 5F A
fRRmE B R EMEERER
BEEZRA - BHERSRERET
BARQAZFE

HEZZ—+FA=THIEAHE
A 2HEENRE  PRAMAL
ERIRTATER - BBIREENS
HESEARBE - R_T—tF
E¥F BERBE LA 7645
17.1% » UL 25,764 24 - AT
EEME K - B ECHK B
B HRMEBENEE REIKEGE
B AR BUR BRI MBI T 2 IR
RIBURIRIR AT HEE I SR Bl o

Sheng Yuan Financial Services
Group Limited &2 H [} B 2 7l
(SYFS&EH]) FH#HE_ZT—+F
NA=Z+RHIEREAZ BBA T’
3T 6.9% Z £732,400,000 % 7T (=&
—7<4F : #734,800,000/87T) °
BHREBHE  RHE_Z—tF
NAZTHLERER REFZH
K RkemRBE 2 BB MELD
8,400,000 T (ZZF —R"F : &
6,200,000 7T) ° & Bk IE i+
ERHREHREENESE LIS
5 B P& X I RIB AR
EFATE
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BUSINESS AND FINANCIAL REVIEW
(Continued)

For asset management business, Sheng Yuan Asset
Management Limited (“SYAM”) acts as the fund
manager or investment adviser for 12 funds and
8 discretionary accounts. The total assets under
management of SYAM have substantially increased
by nearly 112.8% to more than HK$10.0 billion
(2016: HK$4.7 billion) as of 30 June 2017. During
six months ended 30 June 2017, SYAM recorded
segment revenue of approximately HK$24.4 million
(2016: HK$28.6 million), representing a decrease of
nearly 14.7%.

From 2014 onwards, SYFS Group has expanded
its proprietary trading business and mainly invested
in second - tier listed shares in Hong Kong market.
Due to the volatility of such stocks in the first half
of 2017, the segment loss from proprietary trading
business for the six months ended 30 June 2017
was approximately HK$38.0 million (2016: HK$27.6
million).

As the recovery of the commodity market remains
slow, the Group has continued to suspend its
trading business for the six months ended 30 June
2017. The segment loss for trading business for the
six months ended 30 June 2017 was approximately
HK$1.8 million (2016: segment loss of HK$2.8
million).

EBRREBMBEE (&)

EETRESFA  BREEERE
ABRAR ([RFREETE]) fEAH
%ﬁﬂi!é/\mxﬁﬁaﬁuﬁafﬁmg@a
E12E TEMNEFPESHE-HE
—E—+FXNA=Z+H BREE
EEMEEEERBARERA
112.8% Z# 1008& L (ZZF—X
F47REBL) - RBEEZZT—+
FXRNAZTHIEANEAR  BREE
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BT SYFSEBIEER
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BUSINESS AND FINANCIAL REVIEW
(Continued)

On 9 April 2014, Sheng Yuan Financial Services
Group Limited (“SYFS”), a direct wholly-owned
subsidiary of the Company, entered into a
subscription agreement (the “Subscription
Agreement”) with the several subscribers, pursuant
to which the subscribers conditionally agreed
to subscribe for and SYFS conditionally agreed
to issue the convertible Bonds at an aggregate
consideration of HK$45 million (the “Convertible
Bonds”). Details of the Subscription Agreement
and the Convertible Bonds has been set out in the
announcement and circular of the Company dated
9 April 2014 and 16 May 2014 respectively.

On 15 June 2017, the Company received
conversion notices from Team Effort Investments
Limited (“Team Effort”) in respect of the exercise
of the conversion rights attached to the Convertible
Bonds in the aggregate amount of HK$45,000,000
held by Team Effort at the conversion price of
HK$10,000 per conversion share. Subsequent to
the issue and allotment of 4,500 conversion shares
upon full conversion of the Convertible Bonds at
the conversion price, a total of 4,500 conversion
shares will be issued, representing 45% of the
issued share capital of SYFS as enlarged by the
issue and allotment of the conversion shares. The
Company's equity interest in SYFS will be reduced
to approximately 55% and SYFS will become a
non-wholly owned subsidiary of the Company. Up
to the reporting date, the issue of the conversion
shares was yet to be completed.

ERRMBERE (&)

RZE—MF@ANAR  KAAF
2 B # %2 &K B2 F)Sheng Yuan
Financial Services Group Limited
([SYFS]) B & RE AT L RIE
e ((RBH=E] - Bt 54
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R-ZE—EFA+REA  ARE)E
¥ Team Effort Investments Limited
([Team Effort]) <~ %% 32 i@ &0 -
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10,0008 JT171# Team Effort AT 42
%8 /45,000,000 /& 7T 2 AT R E %
FRFT 75 2 SR o IR (E R E
BRI AR E M 81T R AL 8 4,500
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BRI D IEAR B 2 BBITRAZ
45% o AN R FASYFS 7 IR A #E =
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PROSPECTS

To capture the opportunities in increasing demand
for foreign investment from Mainland China
enterprises, the Group is planning to establish
overseas platforms for investment to facilitate the
global expansion of Mainland China enterprises.

To facilitate the diversification and expansion of
business development in PRC, the Group will
continue to search opportunities in Mainland
China including but not limited to the setting
up joint ventures investments through the
“Mutual Recognition of Hong Kong and China
Fund Programs”, which can further enlarge the
investment options and investment scopes of
investors in Hong Kong and Mainland China, CEPA,
QFIl (“Qualified Foreign Institutional Investor”)
or QDII (“Qualified Domestic Institutional
Investor”) frameworks by allowing the Group
to access the huge and fast-growing financial
markets and enabling the Group to engage in a
full spectrum of securities and financial business
in PRC. It is believed that the formation of such
investments would offer a good opportunity for the
Group to embark on a new milestone in its business
development in financial services industry.
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ACQUISITIONS AND DISPOSALS

There was no material acquisition or disposal during
the six months ended 30 June 2017.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2017, cash and bank balances
in general accounts and maintained by the
Group were approximately HK$92.6 million,
representing a decrease of approximately 26.8%
from approximately HK$126.5 million as at 31
December 2016. Balances in trust and segregated
accounts were approximately HK$340.0 million
(31 December 2016: HK$301.1 million). Trade
and other receivables and prepayments were
approximately HK$69.6 million as at 30 June 2017
(31 December 2016: HK$32.0 million), which
mainly represented increased receivables from
money leading business. Trade and other payables
and accruals were approximately HK$354.8 million
as at 30 June 2017 (31 December 2016: HK$419.5
million), which was due to decrease in other
payable from asset management business.

BB R &

REE-T—tFAA=TALRA
167 - BREAEARMIRRE -

RBEERMBEER

RZE—+FRA=1+H " ~5E
BRI RIRITHES (B—REEP)
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LIQUIDITY AND FINANCIAL RESOURCES
(Continued)

The Group’s current assets and current liabilities
as at 30 June 2017 were approximately HK$572.1
million (31 December 2016: HK$693.1 million) and
approximately HK$537.5 million (31 December
2016: HK$611.8 million) respectively. No
borrowings as at 30 June 2017 (31 December
2016: HK$26.4 million). The gearing of the Group,
measured as total debts to total assets, remained
healthy at approximately 30.7% as at 30 June 2017
(81 December 2016: 24.7%). As at 30 June 2017,
the Group recorded net assets of approximately
HK$50.7 million (31 December 2016: HK$166.4
million), which was mainly due to the loss recorded
during the six months ended 30 June 2017. During
the six months ended 30 June 2017, the Group
financed its operation with internally generated cash
flow and funds from convertible bonds issued.

FOREIGN EXCHANGE EXPOSURE

The Group’s transactions are mainly denominated
in Hong Kong dollars, United States dollars
(“USD”), and Renminbi (“RMB”). The Group has
not implemented any foreign currencies hedging
policies. However, the Group’s management will
closely monitor exchange rate movement and will
take appropriate actions to reduce the risks.

CAPITAL STRUCTURE

During the six months ended 30 June 2017,
20,000,000 shares of the Company were issued
upon exercise of share options.
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CONTINGENT LIABILITIES

As at 30 June 2017, the Group did not have any
material contingent liabilities.

PLEDGE OF ASSETS

As at 30 June 2017, the Group did not have any
pledged assets.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2017, the Group employed 51
employees. The remuneration policy and package
of the Group’s employees are maintained at market
level and are reviewed annually by management.
In addition to basic salary, discretionary bonuses,
mandatory pension fund and medical insurance
scheme, share options may also be granted to
eligible employees at the discretion of the Board
and are subject to the performance of the individual
employees as well as the Group.
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DIRECTORS’ INTERESTS IN SHARES

ESERKG 2 ER

At 30 June 2017, the interests and short positions
of the Directors and chief executive of the Company
in the shares capital and underlying shares and
convertible notes of the Company or its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”), as
recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:
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LONG POSITION — ORDINARY SHARES
OF HK$0.05 EACH OF THE COMPANY

HR-AAFSRMEEO0.05HE
TR EBR

Percentage of

the issued

Number of share capital

Name of Director Capacity shares held of the Company
BHERATE

EEpg 514 FisERGEE BITRABE DL
Mr. Wu Siu Lam, William Beneficial owner 9,395,354 0.26%

R ELE BHEAA

Save as disclosed above, as at 30 June 2017, none
of the Directors or chief executive had registered an
interest or short position in the shares, underlying
shares or convertible notes of the Company or any
of its associated corporations that was required to
be recorded pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Other than the share option scheme of the
Company, at no time during the Interim Period
was the Company or any of its subsidiaries a
party to any arrangement to enable the directors
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 their spouses or children under the age of 18,
had any right to subscribe for the securities of the
Company, or had exercised any such right during
the Interim Period.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

None of the Directors have an interest in any
business constituting a competing business to the
Group.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

FTERREDR

As at 30 June 2017, the register of substantial
shareholders maintained by the Company
pursuant to Section 336 of the SFO shows that,
other than interest disclosed above in respect of
certain Directors and chief executive, the following
shareholders had notified the Company of their
relevant interests in the shares, underlying shares
and convertible notes of the Company.

LONG POSITION — ORDINARY SHARES
OF HK$0.05 EACH OF THE COMPANY

R-ZT—tEXAZ+H  BEARX
NEEIRE S K EE &0 5 336 {5k
FEZTERRELMATR KL
N EERETESREBTR
ANBFHEEZERIN THRED
MERRAFEERARARRMD - 8
RARR (D K AT AR 4% 2 AERAAE RS -

¥R - XAREKREEO0.05
BTZEER

Percentage of

the issued
Number of share capital
Name of shareholders Capacity shares held of the Company
EERAFE
EEpns g4 FREROEE BITRABS
King Lion Group Limited Beneficial owner  1,011,000,000 28.38%
(Note 1) ERnBEAA
King Lion Group Limited
(PFF7E1)
Mr. Lu Xing (Note 2) Interest of 420,000,000 11.79%
BITHRE (H:E2) corporation
controlled
XEAE R
Redhead Investments Beneficial owner 300,000,000 8.42%
Limited (Note 2) EmEEA
Redhead Investments
Limited (F§zE2)
Front Riches Investments Beneficial owner 370,000,000 10.39%
Limited (Note 3) EnEEA
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LONG POSITION — ORDINARY SHARES
OF HK$0.05 EACH OF THE COMPANY
(Continued)

Notes:

(1)

©)

King Lion Group Limited is wholly owned by Smart
Chant Limited which in turn is wholly owned by Mr.
Gao Yongzhi.

Redhead Investments Limited, is wholly-owned by
Mr. Lu Xing, which in turn held 300,000,000 shares
of the Company. In addition, Mr. Lu Xing also
owned the entire share capital of Ascher Group
Limited and Headwind Holdings Limited which in
turn held 100,000,000 shares and 20,000,000
shares of the Company respectively.

Front Riches Investments Limited is a corporation
controlled by Mr. Hu Yishi.

Other than the interests disclosed above, the
register of substantial shareholders maintained by
the Company pursuant to section 336 of the SFO
discloses no other person as having a notifiable
interest or short position in the shares, underlying
shares and convertible bonds of the Company as
at 30 June 2017.
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SHARE OPTIONS SCHEME

The Company adopted a share option scheme
on 24 September 2004 (the “2004 Scheme”).
Pursuant to an ordinary resolution passed at the
special general meeting of the Company held on 15
October 2014, the Company adopted a new share
option scheme (the “2014 Scheme”), the purpose
of which is to enable the Group to grant share
options to the eligible participants as incentives
or rewards for their contribution to the Group. No
further option shall be granted under the 2004
Scheme but the options granted under the 2004
Scheme prior to its expiry shall remain valid and
exercisable in accordance with the terms of the
respective grants. No share option has been granted
under the 2014 Scheme and the movements of
the share options granted under the 2004 Scheme
during the Interim Period were as follows:
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Outstanding Cancelled/ Outstanding
asat Exercised Lapsed asat
Date of Exercise Vesting 1 January during the during the 30 June
Grantees grant price (HKS)  period Exercisable period 2017 period period 017
RB-t% HoB-tE
i@ -A-B i REAE ABZTA
REA RERE (1)  BE4 ks HATE gfif BH /&3 HA{TE
Ms. Cheng Kt Sum, 200612014 02450 N 20/6/2014-2016/2017 8,000,000 - (8,000,000) -
Olara Z5-1F g Z3-MERA=TAE
ggbat AAZTH ZE-tERACTA
Mr. Lo Ka Wai 20612014 02450 NI 20/6/2014-20/6/2017 2,000,000 - 2,000,000 -
EERRE Z5-PF & ZE-MERACTRE
~AZTH “E-HERACTA
Mr. W Fred Fong 200612014 0.2450 Ni 20/6/2014-20/6/2017 2,000,000 - 2,000,000) -
R e S i - Sy e
ABZtA Z2-t5RAZTR
Employessinaggregate  25/8/2011 026800 NI 25/8/2011-25/8/2021 480,000 - - 480,000
ERAG I g “3——%\AZtER%
MNAZtIR 31V il
250812011 02800 25/8/2011-24/8/2012 25/8/2012-25/8/2021 720000 - - 720000
I ZI—E\f=tRRE ZT-ZFN\AZTRAZ
MNAZtIR “R-CEMACTRR CRC-FNACTEA
200612014 02450 NI 20/6/2014-2016/2017 40,000,000 20,000,000) 20,000,000 -
ZE-mE g “E-MERAZTRE
AAZTH ZE-tERACTA
53200000 (20,000,000) 32,000,000 12200000
Total number of shares avaiable for issue at period end date 53,200,000 1,200,000
MEREERTRARASE
Total number of sheres available for issue as a percentage to issued shares 150% 0.03%
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

BE  HEFWEEAQF LHES

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

CORPORATE GOVERNANCE

The Company is committed to maintain high
standard of corporate governance standards
and procedures to safeguard the interests of all
shareholders and to enhance accountability and
transparency. The Company has complied with
the code on corporate governance practices (the
“Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing
Rules”) during the six months ended 30 June 2017
except the following deviations:

The Code provision A.2.1 stipulates that the role
of the Chairman and the Chief Executive Officer
should be separated and should not be performed
by the same individual. Although the Company
does not have a Chairman, all major decisions are
made in consultation with the Board members and
the senior management of the Company. There are
three independent non-executive Directors in the
Board. The Board considers that there is sufficient
balance of power and the current arrangement
maintains a strong management position of the
Company.
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Under the Code provision A.6.7, independent
non-executive directors and other non-executive
directors should attend general meetings. Dr. Huan
Guocang, Mr. Lo Ka Wai and Mr. Wu Fred Fong,
all are independent non-executive Directors, were
unable to attend the annual general meeting of the
Company held on 26 May 2017 as they had other
business commitments.

CHANGES OF DIRECTOR’S INFORMATION

Changes in information of the Directors required
to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules is set out below.

Mr. Lo Ka Wai, an independent non-executive
Director, has been resigned as an executive director
of National United Resources Holdings Limited with
effect from 19 May 2017.

AUDIT COMMITTEE

The audit committee of the Company currently
comprises Mr. Lo Ka Wai (Chairman), Dr. Huan
Guocang and Mr. Wu Fred Fong, all of whom
are independent non-executive Directors with
appropriate professional qualifications and
experience in financial matters. The audit committee
has reviewed with management the accounting
principles and practices adopted by the Group
and discussed the internal control and financial
reporting matters. The interim results and the
unaudited financial statements for the six months
ended 30 June 2017 have been reviewed by the
audit committee and the external auditor.
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REMUNERATION COMMITTEE

The remuneration committee of the Company is
responsible for making recommendations to the
Board on the Company’s policy and packages
of employment for the Directors and senior
management. It comprises three independent
non-executive Directors. The present members are
Mr. Wu Fred Fong (Chairman), Dr. Huan Guocang
and Mr. Lo Ka Wai.

NOMINATION COMMITTEE

The nomination committee of the Company is
required, amongst other things, to review the
structure, size and composition of the Board
and make recommendations for changes as
necessary, to identify individuals suitably qualified
to become board members and select or make
recommendations to the Board on the selection
of, individuals nominated for directorships, to
assess the independence of independent non-
executive Directors, and to make recommendations
to the Board on relevant matters relating to the
appointment or re-appointment of Directors and
succession planning for Directors in particular
the Chairman and the Chief Executive Officer.
It comprises three independent non-executive
Directors. The present members are Dr. Huan
Guocang (Chairman), Mr. Lo Ka Wai and Mr. Wu
Fred Fong.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY

DIRECTORS
ERETEFRZNBRESTA

The Company has adopted the Model Code of the
Listing Rules as a code of conduct of the Company
for directors’ securities transactions. Having made
specific enquiry of all Directors, the Directors
have complied with the required standard set out
in the Model Code and the Company’s code of
conduct regarding directors’ securities transactions
throughout the six months ended 30 June 2017.

BOARD OF DIRECTORS

As at the date of this report, the Board consists
of Mr. Wu Siu Lam, William, Ms. Cheng Kit Sum,
Clara and Mr. Qiu Bin (all being executive Directors),
Dr. Huan Guocang, Mr. Lo Ka Wai and Mr. Wu
Fred Fong (all being independent non-executive
Directors).

By Order of the Board
Sheng Yuan Holdings Limited
Wu Siu Lam, William
Executive Director and Chief Executive Officer

Hong Kong, 28 August 2017
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