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

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

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

Shareholders may send their request to receive the interim report in printed form, and/or to change
their choice of the means of receipt of Corporate Communications by notice in writing to the share
registrar of the Company, Computershare Hong Kong Investor Services Limited at 17M Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong or by sending an email to the share
registrar of the Company at yunfeng.ecom@computershare.com.hk.
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Management Discussion and Analysis

The board of directors (the “Board”) of Yunfeng
Financial Group Limited (the “Company”) submit
herewith the unaudited condensed consolidated
interim results and financial position of the Company
and its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2020 (the “First Half of
2020” or the “Period”), together with the comparative
figures for the corresponding period in 2019 (the
“Prior Period”).

OVERVIEW

In the First Half of 2020, Hong Kong’s economy was
affected by, amongst others, the global trade conflict
and the outbreak of COVID-19 and financial markets
continued to face uncertainties and challenges.
Despite this difficult period, the Company has
remained steadfast in providing its customers with
comprehensive insurance and financial services, while
maintaining business operation and development.
At the same time, China’s economy has first
shown significant signs of recovery amid the global
pandemic. The Group will take this opportunity to
achieve breakthroughs and sustainable development
in its business.

The Group’s sources of revenue includes life
insurance premium income and other financial
businesses including subscription fees and
management fees for products launched by the Group,
platform fees for distribution of third-parties products,
administration fee for employees stock ownership plan
management services, brokerage commission income
and corporate advisory fee income etc. For the Period,
the Group’s revenue amounted to HK$2,865.7 million,
representing an increase of 20% compared to that of
HK$2,392.4 million for the Prior Period. The revenue
included HK$2,852.2 million premiums and fee
income, representing an increase of 20% compared
to that of HK$2,381.8 million for the Prior Period,
and HK$13.5 million of income from other financial
services, representing an increase of 26% compared
to that of HK$10.7 million for the Prior Period. The
adjusted operating profit is approximately HK$392.6
million, representing an increase of 22% compared
to that of HK$322.7 million for the Prior Period. The
Group’s consolidated profit amounted to HK$262.2
million, representing an increase of 11% compared
to that of HK$236.9 million for the Prior Period. The
net profit attributable to equity shareholders of the
Company amounted to HK$109.2 million, representing
an increase of 12% compared to that of HK$97.4
million for the Prior Period. The improvement of
the Group’s results is mainly due to the growth
of the business of YF Life Insurance International
Limited (“YF Life”), increase in investment scale
and improvement in claims experience together
with the improvement of operation result of other
financial business in terms of income growth and cost
reduction.
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Management Discussion and Analysis

2 aA
EEENWRIN
FINANCIAL RESULT REVIEW B RIR
Significant financial information BEXRMBEE
Consolidated profit and loss analysis for the period BEANA=ZFHUEANEEN GEEZSTH B
ended 30 June, HK$ million EET
2020 2019 Change %
Income PN —EZEF —E-hEF #1t %
(Restated)
(i)
(Note 3)
(Htat 3)
Premiums and fee income RERBRAKA 2,852.2 2,381.8 20
Total operating profit R T A RE 392.6 322.6 22
Net profit attributable to the BE ARG RFEE
owners 109.2 97.4 12
Basic earnings per share (HK$) &EREZEF GBT)
(Note 1) (Ktat1) 0.03 0.03 -
Interim dividend proposed per EEERTEHRKRE
share - - —
Consolidated financial position analysis, HK$ HREHMBRESN  BEET
million
At At
30 June 31 December
2020 2019 Change %
—EZERF —E-hEF
~A +=A
=+H =+—H #1t %
Total assets BEEMAE 79,156 75,327 5
Total equity S 15,760 15,463 2
Owner’s equity wmE AER 10,231 10,103 1
Owner’s equity per share (HK$) #HEEASREZR(GBT)
(Note 2) =) 3.17 3.13 1
Note 1: The denominator is weighted average number of Bt DBARATZERMNMETIIH -
ordinary shares of the Company
Note 2: The denominator is total issued shares Kz . DBAEBRITRMOEE -
Note 3: Certain comparative figure is restated based on FraF3 . RUELKRHBRENLEFERBEERREHN
the finalised purchase price allocation of prior year BERBEERI BB RETEMR -

acquisition of YF Life
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Management Discussion and Analysis

FINANCIAL RESULT REVIEW (Continued)
Significant financial information (Continued)

Analysis on profit for six months period ended 30

IR @)
ERMBEEE)

EEEJE aY @

am & o AT

BEAA =T+ AULAEAEER - B

June, HK$ million T
2020 2019 Change %
—EB-EF —ZE-hF % 1 %
(Restated)
(Eit)
(Note 4)
(Hiat4)
YF Life segment operating EE R BLEEFR
profit 443.3 401.8 10
Other financial services H < @R %MD =25
and corporate segment KEER
operating loss (50.7) (79.2) (36)
Total operating profit R F A RE 392.6 322.6 22
Adjust for the following profit or FEELUTEHER
loss and expenses impact: ERASE:
— Investment income from — BHEREWRE ¥
disposal, fair value FFJ_LI@LT’_{IE’A
changes of risk hedging REEEIRE
derivatives and fair value ?x‘ﬁﬂ’]’&ﬁﬁfﬁ """
change and impairment of B RRE
certain investments (107.7) (56.7) 90
— Staff share award — BISRERT2E

amortisation reversal $HEE o] 9.8 3.7 1.6 timesf3
— Legal and professional fee — KWIBBBREMNERE

and other expenses for MEXERERHE

acquisition of YF Life ft & A (2.0) (16.1) (88)
— Finance cost (Note 1) — BMERAR(MEET) (72.0) (29.6) 1.4 timesf&
— One-off adjustment (Note 2) — —RMAEZE(HHE2) (0.5) — NA & A
— Consolidation adjustments — BOAR(HE3)

(Note 3) 42.0 12.9 2.3 timesf&
Profit for the period 7K 5 53 A 262.2 236.8 11
Less: non-controlling interests  j& - 3EIEIRAER (153.0) (139.4) 10
Net profit attributable to the A AR EFFEE

owners 109.2 97.4 12

Note 1: The amount includes bank interest expenses and other
finance expenses incurred for the capital required in
the Group’s strategic investment.

Note 2: One-off adjustments represent the impact of
professional consultancy fees incurred for non-
recurring project expense.

Note 3: The consolidation adjustments represent the financial
impact arising from the consolidation of YF Life.

Note 4: Certain comparative figure is restated based on the
finalised purchase price allocation of acquisition of YF
Life and market value fluctuation and realized gain or
loss related to certain investments.
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Management Discussion and Analysis

EEENWR DM

FINANCIAL RESULT REVIEW (Continued) MR (&)
Significant financial information (Continued) BERMBEE (&)
Changes in owner’s equity BEAERSH
HK$ million HEET
2020
—EZEF
Balance at 1 January —A—HAZ&%E 15,463
Share based payment transaction LR ESEEEEERNIRS (10)
Profit for the Period NEAR R R 262
Others comprehensive income and others Hih2mEuk s Kk HAt 45
Balance at 30 June NB=1HZHE 15,760
Attributable to: i
— Equity shareholders of the Company — RATEERR 10,231
— Non-controlling interests — FEERER 5,529
Total equity EREEE 15,760
BUSINESS REVIEW ¥ b
Insurance business review REEEFEE EE

To facilitate a more thorough and comprehensive
review of the insurance business, YF Life, related
financial data below is presented on a half year basis
and excluded the fair value accounting adjustments
made on the acquisition, intragroup consolidation
adjustment and transaction elimination. Such basis
is considered being able to provide reader with more
relevant information on the business performance of
the insurance business segment operating results.

Overview

During the First Half of 2020, our insurance business
remained as authorized insurer licensed to carry on
life and annuity, linked long term, permanent health,
and retirement scheme management long term
insurance businesses in Hong Kong. It also operates
in Macau through a branch office and is licensed to
sell life insurance products in Macau.

Fﬁﬁéﬁﬂ%lﬁf‘ﬁ"j
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Overview (Continued)

Our insurance business division maintained diversified
product suite includes four flagship products: (i) the
“FLEXI-ULife Prime Saver”, an enhanced universal
life insurance plan; (ii) the “MY Lifetime Annuity”, a
plan providing guaranteed lifetime annuity income to
act as a safety net during the customer’s retirement;
(iii) the “Infinity Saver 2”7, a flexible insurance savings
plan allowing customers to accumulate capital with
potentially higher return; and (iv) the “PrimeHealth”
series which are critical illness products covering a
wide range of illnesses.

As of 30 June 2020, the tied agency force consisted
of approximately 3,052 (831 December 2019: 2,973)
agents in Hong Kong and Macau. In addition to tied
agency force, we also utilize brokers and agency
intermediaries as well as banks and other financial
institutions to distribute insurance products. The
insurance business division has approximately 482
(31 December 2019: 442) employees and more
than 496,000 (31 December 2019: 491,000) in-force
individual policies.

During the First Half of 2020, our insurance division
continues to develop its tied agency, brokerage and
agency intermediary and bancassurance distribution
channels to increase penetration in the market, to
broaden its access to potential customers and to
meet the evolving preferences of existing customers.
Tied agency is the most significant distribution
channel in terms of premium and fee income
contribution and we plan to continue to steadily
grow its tied agency force. We also seek to expand
our brokerage and agency intermediary distribution
channel to serve sophisticated customers who we
believe are more receptive to independent advice. For
bancassurance distribution channel, we will aim to
strengthen partnering relationships with existing banks
and financial institutions. Furthermore, our insurance
division has been exploring to re-formulate overall
strategy of online sales channel.

In addition, our insurance division aim to optimize
product mix by developing and promoting products
with higher margins, such as refundable critical
illness products. To further improve the information
capability and usage of digital platforms to match the
preferences of potential and existing customers, our
insurance division is actively developing virtual-face-
to-face solicitation tools and continues to enhance
online customer servicing tool.
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Total premium and fee income

Total premium and fee income (“TPI”) measures
its business volumes by referring to the total TPI
reported under the Insurance Ordinance (Cap. 41 of
the Laws of Hong Kong) (“10”). TPI consists of full
amount of single premium, first year regular premium
and renewal regular premium before reinsurance, and
includes deposits and contributions for contracts. In
preparing the financial statements in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”),
YF Life chooses to unbundle the deposit component
of insurance contracts from TPl and such deposit
component is credited directly to the policyholders’
deposit upon receipt. Therefore, the revenue
recognized in the financial statements prepared under
HKFRS is less than TPI before intra-group transaction
eliminations.

EEEBNWRDON

RISCIRE (@)
RENBERAWRARE

RERERRALEBEBSE(RBEERD)
(BBEGIE A1 E) ([REBEMRP ) RS BIR
BEREAWANBERGTEEXKE - RERE
RABANREREBRZAMNBENRESZE -
FHARBNBERMARE  REBRENR
EMERK o RIB(E BB IR E LR ) 4R I8
HBERE > BERBEERRERBEARATS
FRBRERMNREEID  MEERHEF IR
FREEFTARESBEANER - Bt - RIB
(BB & 2R DR BB B 75 2Rk PSR Y
gﬁﬁ%%W-‘E‘B?&%?&ﬁﬁfaﬁﬁ%&%ﬁﬁﬂ&)\
Ao gl ©

For the six months period
ended 30 June
BEAA=tTHLEXNEAHE

2020 2019
—ECEF —E-hF
HKS$ million HK$ million
BEEETT HEET
Total premium and fee income reported RIBURBERADRENRER
under the 10 ERRALEE 3,960 3,713
Less: Premium deposits separated out R ERPEBES W
from insurance contracts and REFBSMNEHRARER
recognition of fee income (1,107) (1,331)
Premium and fee income recognized in EENE B BIREZER DB
the income statements of HKFRS ERTEIANREREARA 2,853 2,382

Management considers TPl as one of the important
measures of the Group’s operating performance and
believes that they are frequently used by analysts,
investors and other interested parties in the evaluation
of insurance companies. The management also uses
TPl as additional measurement tools for the purposes
of business decision-making. TPl is not measures of
operating performance under HKFRS and should not
be considered as a substitute for, or superior to, profit
before tax in accordance with HKFRS.
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Management Discussion and Analysis

EEENWR DN
BUSINESS REVIEW (Continued) XK EEEE)
Business Volume E$
The tables below set forth the TPl of the insurance TRENAMZEZ()VHLEEE - ()2 #HE
business by (i) geographical region, (ii) distribution BRGERERENTRBEBHNRERE
channel and (iii) product type based on internal AUWA
records.
(i) By geographical region (i) HEEH

For the six months period ended 30 June
BEAA=+TRHLARELH™E

2020 2019
—B-EHF —ZE-nEF
HKS$ million % HK$ million %
BEETT % BEET %
Hong Kong &E 3,095 78 3,139 85
Macau B 865 22 574 15
3,960 100 3,713 100
(i) By distribution channel (i) ZDHRE

For the six months period ended 30 June
BERA=THLEAREALE

2020 2019
—ECER —I-NE
HKS$ million HK$ million
HBEET BEET
Hong Kong Macau Total  Hong Kong Macau Total
ENE B &t e s 2%
Tied agency BEAE 1,937 516 2,453 1,922 514 2,436
Brokers and HESIN I
non-tied FBEX
agency RE 874 7 881 955 11 966
Banks and other  $R{THIE At
financial SRiME
institutions 284 342 626 262 49 311
3,095 865 3,960 3,139 574 3,713
10 YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2020



Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Business Volume (Continued)

(iii) By product type

EEEBNWRDON
RBEEEE)

KR (H)

(iii) #EREE

For the six months period ended 30 June

BEAR=TRLENEANE

2020 2019
—B-%F —E-NF
HKS$ million HK$ million
BE#T BEBT
Hong Kong Macau Total  Hong Kong Macau Total
BB R A&t B 2P GE
Regular premium &R E
— First year -85 351 360 711 366 106 472
Regular premium Hi&RE
— Renewal — &5 2,617 486 3,103 2,497 440 2,937
Single premium  E{RE 126 18 144 275 27 302
Fee income EAKA 1 1 2 1 1 2
3,095 865 3,960 3,139 574 3,713

Embedded value and value of new business

The Embedded Value method is a commonly adopted
alternative method of measuring the value and
profitability of a life insurance company. Embedded
Value is an actuarially determined estimate of the
economic value of a life insurance business based
on a particular set of assumptions as to future
experience, excluding any economic value attributable
to future new business. Value of New Business
represents an actuarially determined estimate of
the economic value arising from new life insurance
business issued in the relevant 12-month period.

We adopted a traditional deterministic discounted
cash flow methodology to determine the components
of embedded value. This methodology makes
implicit allowance for the time value of options
and guarantees and other risks associated with
the realisation of the expected future distributable
earnings through the use of a risk adjusted discount
rate and is consistent with the industry practice in the
market.

The embedded value of the insurance business as
at 30 June 2020 is HK$15,538 million (31 December
2019: HK$16,351 million) with breakdown as below.
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Business Volume (Continued)

Embedded value and value of new business

EEENWR DM

RISCIRE (@)
X% (E)
A EBENFEBEEE)

(Continued)

HK$ million BEET
As at As at
30 June 31 December
2020 2019 Change %
»® i
—EBEHF —E-hF
NA +=A
=+H =+-Aa & 21t %
Adjusted Net Worth (“ANW”) KRBEFEMET)
(note 1) 4,154 5,989 (31)
Value of in-force (“VIF?) BUEBNBRERRARZ
business after CoC (note 2) BHEBEMF2) 11,384 10,362 10
Embedded value NEEE 15,538 16,351 (5)
Note 1 The ANW represents the net asset value on Hong Kong M1 KAEFEEEBLITEEEZLNEEF

statutory basis, with marked-to-market adjustment to
certain assets. The ANW change is mainly driven by
increase in liabilities arising from market interest rate
drop.

Note 2 The VIF is the present value of future estimated
after-tax statutory profits from in-force business,
discounted at the risk discount rate. The VIF growth
is driven by new business acquired and favourable
actual experience, partly offset by future economic
assumption update.

For further detailed discussion of embedded value

of insurance division, please refer to the Embedded
Value section.
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Management Discussion and Analysis

EEENWR DM
BUSINESS REVIEW (Continued) XK EEEE)
Key financial data of insurance business segment REBEEI D ETEREEE
The key financial data of insurance segment is RIS BHEENBERERNRB ST BERMN
presented under HKFRS on a half year basis before SEREEEENTEAAABERAZNRE
any fair value adjustment arising from the acquisition (éiﬁﬂﬂﬁ%#ﬁ%éﬂﬂ)ﬁiﬁfi%iﬁ °
accounting policy and intra-group eliminations:
For the six months period
ended 30 June
BEANA=1THIEXESHH
2020 2019 Change %
—EB-EF —E-hEF 1 %
HKS$ million HK$ million
BEET BEET
Income WA
Premiums and fee income REREBRWBA (MiFa)

(note a) 2,853 2,382 20
Premiums ceded to reinsurer DHERE (KiFa)

(note a) (618) (323) 91
Net premium and fee income RERE AR FEE 2,235 2,059 9
Change in unearned revenue REIEM A BT E

liability (304) (360) (16)
Net earned premium and fee MERERE AW FEE

income 1,931 1,699 14
Net investment and other REMEMUW A FEE

income (note b) (Bt b) 1,274 1,759 (28)
Reinsurance commission and BREASFER

profit 21 16 31
Benefits, losses and expenses W% - BFiENEH
Net policyholders benefit FREFBBEALMS

(note c) (it c) 833 1,760 (53)
Commission and related HEMBEEER

expenses 561 536 5
Deferral and amortisation of i_€%3§¥£ CIR®N:Y

deferred acquisition costs IEIEFNE S (FF d)

(note d) (246) (423) (42)
Management and other EERHEMAX

expenses 355 348 2
Change in future policyholder ARREFEAGTEE

benefits (note e) (Htate) 1,236 893 38
Profit before taxation BRI RIER 487 360 35
Taxation 18 24 24 _
Profit after taxation PRFLBIER 463 336 38

Fﬁﬁéﬁﬂ%lﬁf‘ﬁ"?
TERYPHRE

_?_
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)

Key financial data of insurance business segment
(Continued)

Note a:

Note b:

Note c:

Note d:

Note e:

The increase of the balance mainly arises from the
newly launched short-term endowment product, other
new business and natural growth of inforce portfolio.

The balance includes net investment and other
income, interest income from bank deposits and other
operating income. The decrease of the balance mainly
arises from less investment gain from investment-
linked policies.

The balance includes net claims, policy benefits and
surrenders, interest credited to policyholders’ deposits
and dividends to policyholders. The decrease of
the balance mainly arises from less investment gain
passing to the policyholders of investment-linked
policies.

The smaller increase of the balance is mainly due to
higher amortisation.

The balance includes change in future policyholders’
benefits to both insurance and investment contracts.
The increase of the balance mainly arises from the
newly launched short-term endowment product, other
new business and natural growth of inforce portfolio.

Operating Profit

For management decision making and internal

performance management purpose,

the Group

refers to the operating profit which excludes the
investment income from disposal, fair value changes
of risk hedging derivatives and impairment loss of
investments. The operating profit for the Period grew
by 10.2% to HK$443 million.

EEENWR DM

£33 1E
REBER DB EH B BIE(F)

Hita: SBENENIZHANFELNERHEE
E HttHEBNERREASH BRI

b . ZHBEEFEREFEMEMEA fﬁfﬂ?
MEWARMEMEE WA - SRERIRD =
%E'E&HaF?ﬁﬁ*ﬁﬁ—ﬁﬂ%ﬁﬂﬁ}xﬁuﬁzmﬂzd\ﬁﬁ

Hite . HELEBERIE REKSENERE R
ERAANEREFANENRESAAR
B -BRENRLTERHNMRENESH
REFBEATBENRERZHMDPIE

Mitd: BHERRBLTEHRBSHEEE-

Hite . BBEBEARRESAARRBRANKRESH
Ml - BREERVIE N E B PR HEH B
EHREER  HtHEBNEREASNE
RIBR o

EE AR

REBUELEN(TEECHERE WS

HhERITETREND S

REESHRRENR

fﬁ)ﬂf%#“ﬁl@}?&%&ﬁ\]*ﬂ%i&*fiz BHY e

AEBEEERFIER10.2% £4.43BE T °

For the six months period
ended 30 June
BEAA=tAEXNEALE

2020 2019 Change %
—EB-EF —E-hEF 1t %
HKS$ million HK$ million
HEET HEET
Operating profit (note 1) KR (K1) 443 402 10
Adjust for the following profit or FHAZELUTEZRER
loss and expenses impact: e
— Investment income from — BEHERERE
disposal, fair value HHRRITETA
changes of risk hedging WAREBEEZEBR
derivatives and impairment BRENRE
loss of investments 20 (66) NA
Profit for the period 7= HA [ % R 463 336 38
Note 1: Operating profit represents profit generated from core Kiat1 . REEFIERROERTHELEHEF o

business activities.
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Assets and Liabilities

The following table sets out the key financial
information with respect to the assets and liabilities
employed by the insurance division before any
fair value adjustment arising from the acquisition
accounting policy and intra-group eliminations.

EEEBNWRDON

RISCIRE (@)
BEENEE
TREHTRBETHRELENEMNARERE

AEMEEATIEE 28 - RE2DEBATERR
EENEBENIEMBER

As at As at

30 June 31 December

2020 2019

Jis IS

—E-EHF —E-hEF

NA +=A

=tH =t+-—8a

HK$ million HK$ million

BEET BEET

Investments BE 56,995 54,187

Cash and deposits WEFFR 2,363 2,253

Deferred acquisition costs EEREEBHA 7,708 8,208

Other assets HibEE 4,771 4,170

Total assets EEMBEE 71,837 68,818

Insurance contract provisions REEEEES 49,734 47,957

Investment contract liabilities REASRARE 4,678 4,613

Other payable Hi I8 3,969 3,382

Total liabilities BE#EE 58,381 55,952

Net assets EEFE 13,456 12,866
EREHEBEBRAT

—ECEFRPRE
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Investment assets

The table below sets forth the asset allocation of the
investment portfolio of the insurance division based
on the classification in conformity with the reports
provided to the management of the Company to
measure the performance of the investment portfolio
which can be reconciled to the total carrying amount
of investments in the above table for the six months
period ended 30 June 2020 and year ended 31
December 2019.

EEENWR DM

RISCIRE (@)
REEE

TREBRRERIFPIREGLAEERNIRESA
ENEEIERRESE  UBEREASNE
B ZBEPEAUREERTINBE—Z =%
FRAZTREXNERMERBEE-Z-1
T+t A=+ -RLELFELAREREEETY
E\-E o

As at As at
30 June 31 December
2020 2019
®n "
—EEF —ZT-hEF
NA +=A
=tH =+t—H
HK$ million HK$ million
BHEET H&8T
Debt securities BERES 41,776 38,370
Mortgage loans EHRER 6,809 7,023
Equity securities ERFES 1,519 1,332
Cash for investment AARKENRE 473 1,082
50,577 47,807

Unit trusts and investment policyholder BUEERRERERFEAGE
plans related securities LR 6,764 7,150
57,341 54,957

Note: Certain comparatives have been adjusted to conform with
current period end presentation.

. BTHRBFZTFCFLHARE . UAFEARHR
B PR A K o
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Investment assets (Continued)

As at 30 June 2020, 92.5% (31 December 2019:
93.0%) of the debt securities invested have Standard
and Poor’s rating of BBB- or above or equivalent
rating from other reputable rating agencies. As at 30
June 2020, 97.1% (31 December 2019: 96.3%) of
the mortgage loans have internal rating equivalent
to Standard and Poor’s ratings of BBB or above
or equivalent ratings from other reputable rating
agencies.

The table below sets forth the total investment income
based on internal records:

EEENWR DM

XKL EEE)

REEE (&

BE-_Z-_ZF X A=1TH REBEH
HEMWR5%(ZE—NAEFE+=ZA=1+—8:

93.0%) A B2 EEH %&BBB HUEHFEH
HEERFNIFEUBNESIH BE-Z
ZEEXRA=TH 97 1% (=& — 7‘L$+_
B= + H :96.3%)WIKIFERN AT R
HEEEHIRABBBHEULHEMEERR
ﬁ?E’ﬂ%“%&%%’fﬁE’ﬂlﬁ%%%&*ﬁ% °

TREY TERAINCHENIRE WAL

For the six months period
ended 30 June
BEANA=tTHILEAEANE

2020 2019

—EEF —ZE-hEF

HK$ million HK$ million

B&EET BEET

Interest income and others FE U A M H At 959 812
Dividend income BEWA 61 26

The investment income excludes income arising from
investment-linked products.

Key operational data of the insurance division

The table below sets forth certain other key
operational data of the insurance division.

REWATESREMESREENRA -

RS BN ETELLBE
TREN T RESBHABEZELHE -

As at As at
30 June 31 December
2020 2019
»n »n
—E-EHE —ZE—NE
~A +=A
=tH =t—H
Number of employees BEHE

— Hong Kong — & 460 421
— Macau — 27 22 21

Number of tied agents BRREHE
— Hong Kong — & 2,066 2,003
— Macau — &FT 986 970
Number of brokers and non-tied agents  ELAFFEBRRIEEHE 516 502
Number of bancassurance partners RITREEERHEEE 5 5

Fﬁﬁéﬁﬂ%lﬁf‘ﬁ"j
—ECEFRPRE
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)
Financial strength and solvency margin

During the period ended 30 June 2020, our insurance
business has strictly adhered to the regulatory
minimum capital requirement as determined at the
relevant time in accordance with the 10 and maintain
sufficient available capital for operation purpose.

OTHER FINANCIAL SERVICE BUSINESS
Brokerage Business

During the Period, the turnover of brokerage business
amounted to HK$8,926.8 million (Prior Period:
HK$4,228.7 million), representing an increase of
111%. Through striving to expand, transform and
promote vitality in various aspects such as financing,
customer experience and operation support in private
placement bonds and IPO financing business, it
has driven overall brokerage business growth. We
will continue to enhance customer experience by
improving the development of infrastructure including
system implementation, business procedures and
financing, comply with laws and regulations and
maintain the stability of existing business.

Employee Stock Ownership Plan Administration

During the Period, the business volume, revenue
from service fees and related commission income
of the employee stock ownership plan (the “ESOP”)
administration service division have remained
stable. The team continued to assist a number of
corporate clients to complete the implementation of
the employee stock ownership plans and enhance
the quality of ESOP administration system and
securities trading mobile application to satisfy our
customers’ needs. The introduction of new online
features provides business potential to attract and
expand customers base. The team will also strive to
further strengthen its efforts to provide an upgraded
integrated plan administration system aiming to
attract more corporate clients listed in Hong Kong
and the United States. The ESOP administration
service will continue to play a key role in the long-
term development of the Group’s securities brokerage
and wealth management businesses.

EEENWRERIN

RISCIRE (@)
MBEBEHNENED

BE_Z_ZEFAA=THILLHE  RMOAPRKR
0 T R AR B FIRBURIE RGN BB
BRMENRKELEERER » WRFEHA
REENTHER -

Hib & BBk ¥ X755
ERE 1S

BEZZ-ZTFAA=Z1+THLEHE  ZEERK
AHBERELERN R ZEIELBIIEBTT
(EFEEHAE423EBT) EEHE111% -
HAXBEHEE ZTFRER BEXXESESH
HmEF  FENH > BLNEE  EHLERS
ERBRAAHBRIRIAEMELS  FTEHE
RECEBER - KLERSEHETZEE
AEFEHMAENERRERER  8F&%K -
éiﬁﬁﬁ CBEZ fEEAE REBEBEBEER
= E °

BETERFEERE

BE-Z-ZTFRA=THLHBE BIFR
STEIEEEBNERE - RBBWSNEEN
BERAIRFRBE - ETHFRTIEEERK
BEBDZREEXRFTRE THFRTEN
T HEMEAAEEAGNRERZBEY
FEARANMRE  UWRREFEE - HIEW
EREERANBERZTFAEEZE - BER
AN RE— SRR - BN EEER
7o HREBREARBNRRWNSIESEFBANE
B EmHEEEF - ETHREEERBEHS
BEREIRENREBSELNMEEEREHK
EEN-R-
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Management Discussion and Analysis

OTHER FINANCIAL SERVICE BUSINESS
(Continued)

Financial Technology

Regarding the financial technology business, fintech
solutions promoted more in-depth co-sharing of
all major market data targeted for institutions were
launched to the market. The fintech division will
continue to strive for breakthroughs and enhance
its frontline products including those related to our
insurance business segment. Looking forward, the
fintech division will progressively establish a series of
highly effective and compliant project management
systems in its pursuit of reformation and innovation so
as to consolidate the Group’s technology-led position
in the financial sector.

Asset Management

In the First Half of 2020, the Youyu Wealth platform
focused on strengthening cooperation with PRC-
based fund houses. By the end of the Period, the
Youyu Wealth platform launched a variety of online
public funds offered by several globally renowned
fund houses. The Group will continue to focus on
diversifying the fund product offerings across the
platform, particularly the fund products offered by
outstanding PRC fund managers. At the same time,
the Group will continue to optimise the features,
enhance competitive advantages and improve
customer experience across the platform. Under
the premise of effective risk management, the asset
management division will introduce new asset
management products as and when appropriate
to provide better asset management and wealth
management services with more choices for high-net-
worth customers and institutional clients.

PROSPECT

Faced with the challenges from the market and the
economy, the Group will remain cautiously optimistic
in the second half of 2020 and continue to assess the
impact of COVID-19 on its operational and financial
conditions. The Group will continue to provide
customers with high-quality products and services
through online channels. Through the combination of
the existing fintech service and traditional insurance
business, the Group endeavours to enhance the
competitiveness of YF Life and other business
segments during this atypical period with a view to
generate growth to the integrated financial business of
the Group and become a sustainable financial group.

EHSMEBERAT
—ERoBERRHE

EEENWRERIN

HtemBRBEEBE

ERBR

EERMREBLE  SHHERENSRBRER
RO ERBERIIRE TS RETHEEE
MBEBNRELE - SRR EE
BZRHK - [EE DNIRAT IR E m AV E R EIS AR R
(BREHHRRDMBIBRER) - RERKE
TRMRBMEESREISMEASRNEEE
HEALS  THERIENRF - UEEKEE
EREEN M EB AL -

EEEH

—ECTEL¥F BRERTEERMEM
TEEESRANEE EZBZFLE¥F
K BAERFACLESREBRAEESAD
AIZEAEESERM ARESEESIEE
HYaESER ALHEESNTEHESER
ABTNESER  BHELFEWRE  THE
FEEY BAFEFFER EAMESEA
SATRT EEEENMISERRTHINE
EEHER  ASRETFNKBEFREME
ZEHNEEEERMEEERS -

RE

EHRETEMEENRE  AEEE-FZ
SETHFRRISTFEELE - BEFEH S
REBUHKENMBHTLE  BEBBRLR
ABEFREASHENERNRE  E—F
BRAENTRBRRBEESNREERBSE
B WEEE—RFREBHEREBREMNE M
EBHRRNBFED - HBEAEBENGFSERMER
TREBR MAUREZRNEEMER -
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the Group had fixed bank
deposits with original maturity over 3 months and
cash and cash equivalents amounting to HK$3,218
million (31 December 2019: HK$2,555 million). As at
30 June 2020, the Group has HK$2,103 million (31
December 2019: HK$1,499 million) bank borrowing
outstanding and HK$1,561 million (31 December 2019:
HK$1,561 million) shareholder’s loan outstanding.
The Group’s gearing ratio was 18.86% (31 December
2019: 16.52%), which was measured as total debt
excluding those operation related liabilities to total
debt excluding those operation related liabilities plus
equity.

CAPITAL STRUCTURE

Details of movements in share capital of the Company
during the Period are set out in the statement of
changes in equity to the condensed consolidated
interim financial statements.

FOREIGN EXCHANGE RISK

The Group has assets and liabilities denominated in
currencies other than Hong Kong dollar and that are
subject to fluctuation in foreign exchange amounts
in the different currencies. The Group is exposed to
currency risk arising from various currency exposures
mainly to the extent of its investments and bank
balances in multi currencies. Management of the
Group monitors the foreign exchange exposure and
will hedge significant foreign currency exposure
should the need arise as set out in note 4 to the
condensed consolidated interim financial statements.

MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES AND ASSOCIATES

The Group did not have any material acquisitions or
disposals of subsidiaries and associates during the
Period.

CHARGE ON ASSETS

At the end of the Period, the Group did not have any
charges on assets, other than a security deposit of
HK$300,000 (31 December 2019: HK$300,000) for
banking facilities, HK$6,153,586,000 of investments
together with HK$309,648,000 of fixed bank deposit
(31 December 2019: HK$5,609,487,000 of investments
together with HK$269,250,000 of fixed bank deposits)
in favour of Autoridade Monetaria de Macau to
guarantee the technical reserves in accordance with
the Macau Insurance Ordinance.

EEEBNWRDON

RBEERUBEIR

MR-ZBZEFEXRNA=Z+TH XEEZREH
REZR=ZEANRTERNREERREEE
BHEHAHABII8EBT(ZE—IF+=A
=+ —H:2555B8Bx)  c RZEZZTF X
B=+H ' AEEMNKREZERITEES21.03
BAT(ZE—AF+ZA=+—H8:14.99
BERX) REENKRREFRE15.61EE
T(ZE—-hAE+ZB=+—H :1561E%
Jo) e REBNEEZERBLEA18.86% (==
—NE+=ZB=+—H :16.52%) » LT+ &
KeHEEENERAEEASHLEHEW
EEMERBANMMELLEE -

RN

AYBARBRA S B FBHNEREZRS T
MBHMRZEREE K -

S BE L B

AEBEBLUB TUMERAENEENS
& AZXTEAEENIESERBTE - A&
EARZHUSEERBBEMNRERRITE
BFEENEBRR  AEEEEEERIIE
Bk WRBFERREGAGS DMK
RMYEE 4 Pl E RSN LR

MEARARBMEAA ZEARBRHEE

REERAHEB L BETAMBLRDREE QT
ZERPBRHE -

BEEEHA

RAHER  BRRRTHEEEREZARS
300,000 T (=ZE—hFE+=-A=+—8:
300,000 7T ) » LA K 4R 5 CR P 4R B 1% 41 )
BHE £86,153,586,00008 THIREUR
309,648,000/ 8B THWE ERITER(ZZE— N
F+-A=+—H ' 5%#5,609,487,0008 T
1R & Ll K 269,250,000 T E ERTF
FEEAREMSREER  (EAXREEK
MEFBSWIERD  XEBETMEEERR -
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Management Discussion and Analysis

COMMITMENTS

Details of commitments are set out in note 29 to the
condensed consolidated interim financial statements.

CONTINGENT LIABILITIES

The Group did not have any significant contingent
liabilities as at 30 June 2020 and 31 December 2019.

STAFFING AND REMUNERATION

As at 30 June 2020, the Group employed 669 (31
December 2019: 654) full-time employees mainly
located in Hong Kong, Macau and the People’s
Republic of China and stringently abided by the
relevant labour laws and regulations. To foster a
motivated and skilled working team, the Group
provides on-the-job training and competitive
remuneration packages including salaries and
discretionary bonuses for employees.

The remuneration policy and package, including
the share options and share awards (if any), of the
Group’s employees are maintained at market level
and are reviewed annually by the management. There
have been no significant changes in the employment,
training or development policies of the Group since
the publication of the annual report for the year ended
31 December 2019.

DIVIDEND

The board did not declare the payment of an interim
dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: Nil).

EVENTS AFTER REPORTING PERIOD

Details of events after reporting period are set out
in note 34 to the condensed consolidated interim
financial statements.

Fﬁﬁéﬁﬂ%lﬁf‘ﬁ"j
—ECEFRPRE
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BACKGROUND

The Group mainly consists of two major
segments including life insurance business and
other financial services in the areas of investment
holding, asset management, pensions, other
businesses and corporate services. Life insurance
business is operated by YF Life, a 69.8% owned
subsidiary, which is the most significant part of
the Group in terms of total asset and profitability.
To provide additional information of the insurance
business of the Group, the Group disclosed the
Embedded Value (“EV”) of the segment.

BASIS OF PREPARATION

We adopted a traditional deterministic discounted
cash flow methodology to determine the
components of Embedded Value and the New
Business Value. This methodology makes implicit
allowance for the time value of options and
guarantees and other risks associated with the
realisation of the expected future distributable
earnings through the use of a risk adjusted
discount rate and is consistent with the industry
practice in the market.

The Group has appointed PricewaterhouseCoopers
(“PwC”), an international firm of consulting
actuaries, to examine whether the methodology and
assumptions used by us in the preparation of the
Embedded Value as at 30 June 2020 are consistent
with standards generally adopted by insurance
companies in Hong Kong and the preparation
basis adopted for the Embedded Value as at 31
December 2019.

CAUTIONARY STATEMENT

The calculations of Embedded Value and the New
Business Value of insurance business segment
are based on certain assumptions with respect to
future experience. Thus, the actual results could
differ significantly from what is envisioned when
these calculations were made. In addition, the
insurance business segment is held through a
69.8% owned subsidiary of the Group. With the
Embedded Value and the New Business Value
of the insurance business being presented on a
100% basis below, the related value assessment
should be considered accordingly.

Embedded Value
NEEE

&
A==

il

AEBETEAMBEDE  ASRBRER
MEMESRRYE  REREER -BE
EE RS HEEBNEERBS
Ao ARRMEBHAAER69.8% EH
NHELARBRRRESE  ZARAEE
ERBNBNENSTEHEAEENRE
AR D c RREEAEERBREZH
éﬂﬁﬁﬂ AEEREZSBHOANEE
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DeRAEBRBERARARRRE
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SR WETRBTREN - -

AEBCZERBREARBEME ZRK
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—ECEFRPRE

AL
NEEE
EMBEDDED VALUE OF YF LIFE 4. BBERBASEE
4.1 Embedded value 41 REEE
As at As at
30 June 31 December
2020 2019
i IS
—EEF —E-hEF
~A +=A
=+HA =+—H
HK$ million HK$ million
BEET BEBT
Adjusted Net Worth RARFEE 4,154 5,089
Value of in-force business before BMEBRNBRERR AR B
cost of capital BEE 13,539 12,386
Cost of capital BARKA (2,155) (2,024)
Embedded value ANEEE 15,538 16,351
Attributable to: FE{L RS -
Owners of the Company AATRERRKR 10,845 11,413
Non-controlling interests FEE IR 4,693 4,938
Embedded value NEEE 15,538 16,351
4.2 New business value 4.2 FEKEE
For the past For the past
6 months 6 months
as of as of
30 June 30 June
2020 2019
Bz BHZE
—EEHF —E-hEF
~NA=1TH ~A=TH
IEAN@EAR IEA@EA
HK$ million HK$ million
BEET BEET
New Business Value after cost of MBREARRAZI
capital HEKEE 218 226
EREHEBEBRAT
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS

As at 30 June 2020, the interests and short positions
of each director of Yunfeng Financial Group Limited
(the “Company”) (the “Director”) and chief executives
in the shares, underlying shares and debentures of
the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)), as recorded in the
register required to be kept by the Company pursuant
to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to
Part XV of the SFO or the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) under the Rules Governing the Listing
of Securities (the “Listing Rules”) on the Stock
Exchange, or known to the Company, were as follows:

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

Capacity/
Name of Director Nature of interests
EENE B, EEkE

Other Information
HiER

EERFERETRASRAERQFHEIHE
BBz HERORESTESR
ZEER KRR

REZZEZZFRA=1TH ZHSREEAR
RA(FR2ANBES(ESDHREETH
AERADAHHEEMABEBEE(EERES
REE RGBT 25 R E RGBS XV ED) 2 R4D
HERORESTERCTERNE QR ERE
B RMERGIE 2R FEZETMA - &
EREE Z K HE R P55 XV 5P B XX A &5
EHRAUT ETRA DT EMRRAEBETE
ZRZWBETA(RETFA DASEARFR
E/%H?A*%FEEBE’AT(FH?“FEJ) HAR
AEABCEERARWT ¢

REQXAEBER(RS D REEROD 2HFA -

Number of Shares held
FrERGEE
Percentage of
Long position shareholding

"R ERESL

Mr. Yu Feng (note)
Corporate interest

B8 & (HEFE)
Note:

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

Held by controlled corporation/

mERHEERSE LEEE

1,342,976,000 41.66%

HiEE:

AEBEIERERDAFATESEHLEEB Jade
Passion Limited ([ Jade Passion )i 1,342,976,000
B P #EBEEE - Key Imagination Limited ([Key
Imagination]) # & Jade PassionB % 1T 8 &x =
73.21%  ERERERERARN(EZHRESHIER DE
B Key ImaginationE# TR Z291% - ME#LE
EEERSREREZITRAZ70.15% °
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND

Other Information

BEERFETHAER
LBz R - HER
ZREEERBKE(E)

DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS (Continued)

Long positions in the shares and the underlying

shares of associated corporations:

Hit&E#

BRI
HHES

% 5

WH

RAEBEERD R EBERG ZFR -

Number of Shares held in
Associated Corporation

REEZEREROHE
Name of Associated Name of Capacity/ Percentage of
Corporation Director Nature of Interests Long position  shareholding
R EEEE B 5%,/ RuEtE ) KREAH
Yunfeng Financial Mr. Yu Feng Beneficial owner/Beneficial 94 70.15%
Holdings Limited interest
ERSRERBRAF B ELE ERBEAANBinks
Key Imagination Limited ~ Mr. Yu Feng Held by controlled corporation/ 9,100 91%
(Note 1) Corporate interest
BH#EEME1) BIENEERE EEER
Mr. Huang Xin Held by controlled corporation/ 900 9%
(Note 2) Corporate interest
BELE(WH2) BIEHNEERE EEED
Jade Passion Limited Mr. Yu Feng Held by controlled corporation/ 7,321 73.21%
(Note 1) Corporate interest
BE#EEME1) BIEHNEERE EEED
Notes: /'(/9“75}- ;
(1)  Mr. Yu Feng, Chairman of the Group and non-executive (1) ZAEEFERAQATFRATESERLEZER

Save
of th

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

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

as disclosed above, as at 30 June 2020, none
e Directors and chief executive of the Company

and/or any of their respective associates had any
interest or short position in the shares, underlying
shares or debentures of the Company and/or any of
its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required
to be kept by the Company under Section 352 of the

SFO,

or as otherwise notified to the Company and the

Stock Exchange pursuant to Part XV of the SFO or
the Model Code adopted by the Company.

Fﬁ%éﬁﬂ%lﬁﬁﬁ"j

_?_

TEPHRE

AR ZEFERREHSFIZRRN Key Imagination
#H 9,100 B 17 1h Key Imagination 2 91%
IR o B8 TRE B Key Imagination A Jade
Passion# 48 7,321 R IR {7 1k Jade PassionZ
73.21% B #E ° Key Imagination & Jade Passion
HARDNAZEERRE °

(@ AEARBAZHITESEE %L BPerfect Merit
Limited Z M — B2 3 - Perfect Merit Lim-ited
# B Key Imagination 900% B 3 ° 1hKey
Imagination 2 9% R #E o

F?tj(ﬁﬂ)ﬁ&%%?l‘ R-ZEZZEFRA=T

ERAQTNEERETETHRAER SME
ﬁ?&%%EZHﬁﬁé}\iE"ﬂiﬂﬁ&/_ﬁEEﬂ
HEZEZE(EEREFZRPEMHEMEXVE) 2
R~ HEROKESFHEBEMNSRERE
NRERBEESFRBERHFIEI2HRFEZE
A HEREFSFRBERHGIEXV IS
RATRMZELEFA NSRRI RER AT
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LONG-TERM INCENTIVE SCHEMES

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

Share Option Scheme

The share option scheme (the “Share Option Scheme”)
was adopted by the Company on 21 July 2011 with
a useful life of ten years from the date of adoption.
Summary of the Share Option Scheme is set out in
the 2019 annual report.

During the six months ended 30 June 2020, no share
options were granted and as at 30 June 2020, no
share options were outstanding.

Share Award Schemes

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

The maximum number of shares that can be issued or
purchased under the 2016 Share Award Scheme and
the 2014 Share Award Scheme is 10% of the Shares
in issue from time to time (i.e. 322,332,639 Shares,
representing 10% of total issued Shares as at the
date of this report).

2014 Share Award Scheme

Since the date of adoption of 2014 Share Award
Scheme (i.e. 30 October 2014) (the “2014 Adoption
Date”) and up to the date of this report, a total of
9,330,239 Shares have been awarded under the 2014
Share Award Scheme, representing about 2.09% of
the total number of Shares in issue as at the 2014
Adoption Date and about 0.29% of the total issued
Shares as at the date of this report.

During the six months ended 30 June 2020, no Shares
had been awarded under the 2014 Share Award
Scheme and as at 30 June 2020, 26,667 Shares were
held by the trustee under the 2014 Share Award
Scheme. There was no movement in the number of
shares awarded under the 2014 Share Award Scheme
during the Period.

Other Information
HiER

RBBEE

ARA B O BRI REET B I IR 10 B B ET B LARR
AP EINEREASENEERE D
BREBEIRES -

BT E

RRRRZZE——FLtA-+—BRABRE
sHEI(TBIRERTS]) - BRM A BEEABR
BTE BRESFTENVHBHR-Z-NFHF
i o

E/\ai—v—?ﬂz/\ﬁ +E.JJ:/\1.H ﬁﬂ
REBRE MA-ZZ-TFRA=+H #
EAE R RITHE -

f 10 82 R =t 8

EEE05R=-E-—mE+A=TRH(=%
—Pﬂiﬂﬂ’ﬁi@@]”ﬁu)&_ —~"F¥+=A
TR =Z-A"FROE/ME DiERR

[REREY §vig J@J”riJ

BRE-_Z-"EROMEBFER=-_FT— DT
EFROEBFETBRTHABE2RS RN
HEAARADNATHETROHEBEN10% (B
322,332,639 kiR 17 - HHENAREBHE %
TRMZ10%) °

“E-EFEROEBEE

BERM-ZE-NERMOEBEEHE(A=
E-MEF+A=1+H)=ZZ—-NFEHRMA
HOREBEAFEEY  CRE-Z—NFR
SRR H 4545 9,330,239 R k0 HEE
N-ZZE— IE%%WEIHHE% TIRDE B BEN
2.09% ' RAXFEBHCRTROBELAY
#0.29% o

REBE-ZE-ZFEXA=TAHLNEA » #BE
$E‘&J§:§ MFERPEBFTERERS - BER
—EZEFRA=1TH ERARE=-Z—
FRDEB T EIF5 26,667 RIHD o RAH
B RE-ZZ—NOFROEBFTICREE
BRHMENRESH -
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LONG-TERM INCENTIVE SCHEMES
(Continued)

2016 Share Award Scheme

Since the date of adoption of 2016 Share Award
Scheme (i.e. 12 December 2016) (the “2016 Adoption
Date”) and up to the date of this report, 9,330,239
Shares have been awarded pursuant to the 2014
Share Award Scheme while 43,040,000 Shares have
been awarded pursuant to the 2016 Share Award
Scheme, representing in aggregate about 2.18% of
the total number of Shares in issue as at the 2016
Adoption Date and about 1.62% of the total issued
shares as at the date of this report.

During the six months ended 30 June 2020, no
Shares had been awarded under the 2016 Share
Award Scheme. As at 30 June 2020, 15,395,000
Shares were held by the trustee under the 2016 Share
Award Scheme. Details of movements in the number
of shares awarded under the 2016 Share Award
Scheme are disclosed in note 27 to the condensed
consolidated interim financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed in this report, at no time during the
six months ended 30 June 2020 was the Company,
or any of its subsidiaries or associated corporations,
a party to any arrangement to enable the Directors
(including their respective spouses and children
under the age of 18) to acquire benefits by means of
the acquisition of the shares or debentures of, the
Company or any other body corporate.

EHSMEBERAT
—ERoBERRHE

Other Information
HiER

RBBE & (@)

“E-AFRORBEE

BRM S NERDEBEE B EREI=
E—ARE+ZAF+ZH)(ZZE—R"EFEHEHNAE
BREBEEAREEH  ERE=-=Z—TF
B iEEET 248 4 9,330,239 Rk RIRIE=
T —XNER MR B E$R H 43,040,000 f% B2
7 HERY =S —AFHEMHBHERTRA
HEAHN218%  RRAREBHS#1T
PR EIE BB 1.62% °

BE-Z-FTEAA=1+HILEAXNER » #ER
BZ—A"EROVEBFERERND - K=
ZEFERAZTH ERABRBE=-Z—X<ER
8B s E135 515,395,000 R IR0 - HRIE=
E-RERVEBFEICRERBROEE 2
SHHNEREE PP BRERMTE27 -

EERERG 2ER

BRABEHREEN RBE-E-_ZF XA
=+ HIEANER AEFERE  RNRBREAER
MEARRMEEEEGET L EMZHE &
CES(BENSEEZEBRISEAT ZF
) AEBARRAREEMEE 2RO RE
ZMER
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Other Information
HiER

SUBSTANTIAL SHAREHOLDERS’ AND FERREREMATHARG 2EE
OTHER PERSONS’ INTERESTS IN SHARES

As at 30 June 2020, the Company had been notified RIBEZZEFEARA=1+H  RQAFEHETY
of the following substantial shareholders’ and FERREREMALTERZ  DRBEIFSRHEE
other persons’ interests, being 5% or more of the 1B 336 IEBFEENRELMAZARD A T
Company’s issued shares that are recorded in the BRAD A 5% R £z iR o

register under Section 336 of the SFO.

Number of Shares held

iR 8B
Percentage of
Name of Substantial Shareholder Capacity/Nature of interests Long position  shareholding
TERREE 54 EEHE g ERESH
Mr. Yu Feng (Note 1) Held by controlled corporation/ 1,342,976,000 41.66%
Corporate interest
B (1) HEEFEERE SLEER
Yunfeng Financial Holdings Limited Held by controlled corporation/ 1,342,976,000 41.66%
(Note 1) Corporate interest
ERESRERBRAT (ME 1) HEEFEERE fEER
Key Imagination Limited (Note 1) Held by controlled corporation/ 1,342,976,000 41.66%
Corporate interest
Key Imagination Limited (##at 1) HEEFEEEE LEER
Jade Passion Limited (Note 1) Beneficial owner/Beneficial interest 1,342,976,000 41.66%
Jade Passion Limited (#/3£ 1) EREEA BnER
Massachusetts Mutual Life Insurance Held by controlled corporation/ 800,000,000 24.82%
Company (Note 2) Corporate interest
Massachusetts Mutual Life Insurance ~ B RHEEFE SEEER
Company (#tzt2)
MassMutual International LLC (Note 2) Beneficial owner/Beneficial interest 800,000,000 24.82%
MassMutual International LLC (ff:22) BmEEA B
Ms. Lian Yi (Note 3) Held by controlled corporation/ 167,872,000 5.21%
Corporate interest
BEL L+ (f1iF3) HZEHEEEE CtEERE
Clear Expert Limited (Note 3) Held by controlled corporation/ 167,872,000 5.21%
Corporate interest
Clear Expert Limited (475 3) HMZEGEEEE FEER
Violet Passion Holdings Limited (Note 3) Beneficial owner/Beneficial interest 167,872,000 5.21%

\\\\\\
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS IN SHARES
(Continued)

Notes:

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

(2)  Massachusetts Mutual Life Insurance Company was
interested in 800,000,000 Shares through its 100%
controlled corporation “MassMutual International LLC”.

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

Save as disclosed above, as at 30 June 2020, there
were no other persons who had an interest or short
position in the shares or underlying shares of the
Company which would fall to be disclosed to the
Company under divisions 2 and 3 of the SFO, or
which were recorded in the register to be kept by the
Company under Section 336 of the SFO.

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

During the six months ended 30 June 2020,
neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the listed
securities of the Company.

EHSMEBERAT
—ERoBERRHE

Other Information
HiER

FERRREMALRKRG 2EEE)

BEE -

(1) AEBEFEREAQAAFATEEEHRLELEES
Jade Passion# & 1,342,976,000% & 10 =
# % » Key Imagination# & Jade Passion®
BITRAZ273.21%  ERESRIZERE B Key
Imagination B #1TIRAZ91% » ME#ELERE
BEHESMERDBITRAZ270.15%

(2)  Massachusetts Mutual Life Insurance
Company & 8 2 100% = & 2 & MassMutual
International LLC #% 800,000,000 A& B& 12 ©

(8) E# L LtiEB Violet Passion Holdings Limited
(Clear Expert LimitedZz 2 & K B 2 7 ) R
167,872,000% Bk 10 & # B # & » M Clear
Expert Limited BIHESHLZ +2EHE -

REXFIEEEN RZBE_ZEFA=T
H: MEHMALIRALNT 2RO AEER
R EEERBESRPEGRAE2REIT
BARDRWE - HIREH SR E K65 336
@Eﬁ%¢@ﬂﬁ%2%%%ﬁ2%éﬁ%
E o

BE - HEIEEAQAF LTRSS

RBEZZ-ZFXA=+HLXER X2
AFHEMAMBEARNLERE - HEXBEEA
REMEMEHES -
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CORPORATE GOVERNANCE

During the six months ended 30 June 2020, the
Company has complied with the applicable code
provisions of the Corporate Governance Code (the
“CG Code”), as set out in Appendix 14 to the Listing
Rules, except for a deviation which is summarised
below:

Code Provision A.4.1

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

CODE OF CONDUCT FOR SECURITIES
TRANSACTIONS

The Company has adopted the code of conduct
regarding director’s securities transactions with terms
no less exacting than the required standard set out
in the Model Code. Following specific enquiry by the
Company, all the Directors have confirmed that they
have complied with the required standards as stated
in the Model Code throughout the six months ended
30 June 2020.

AUDIT COMMITTEE

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

This unaudited condensed consolidated interim
financial results and report of the Group for the six
months ended 30 June 2020 have been reviewed by
the audit committee of the Company.

Other Information
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CHANGES OF DIRECTORS’ INFORMATION

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

Mr. Michael James O’Connor was appointed as
a manager of MassMutual International LLC, a
substantial shareholder of the Company with effect
from August 4, 2020.

Save as disclosed above, the Company is not
aware of other changes in the directors’ information
which are required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

EHSMEBERAT
—ERoBERRHE

Other Information
HiER

EEENZE2E

1RY5 EBRAIE13.51B() RATHE > EE
BREBIT :

Michael James O’Connor R R =—E=FF
N\ B @ HEZEA MassMutual International
LLC 2¥ = » MassMutual International LLC
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REVIEW REPORT TO THE BOARD OF
DIRECTORS OF YUNFENG FINANCIAL
GROUP LIMITED

(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the condensed consolidated interim
financial statements set out on pages 34 to 108 which
comprise the condensed consolidated statement of
financial position of Yunfeng Financial Group Limited
(the “Company”) and its subsidiaries (the “Group”)
as of 30 June 2020 and the related condensed
consolidated income statement, condensed
consolidated statement of comprehensive income,
condensed consolidated statement of changes in
equity and condensed consolidated statement of
cash flows for the six month period then ended and
explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of the condensed
consolidated interim financial statements to be in
compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34, Interim
financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants. The directors are
responsible for the preparation and presentation of the
condensed consolidated interim financial statements
in accordance with Hong Kong Accounting Standard
34.

Our responsibility is to form a conclusion, based on
our review, on the condensed consolidated interim
financial statements and to report our conclusion
solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of
this report.

Scope of review

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410, Review
of interim financial information performed by the
independent auditor of the entity, issued by the Hong
Kong Institute of Certified Public Accountants. A
review of the condensed consolidated interim financial
statements consist of making enquiries, primarily
of persons responsible for financial and accounting
matters, and applying analytical and other review
procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently does
not enable us to obtain assurance that we would
become aware of all significant matters that might be
identified in an audit. Accordingly we do not express
an audit opinion.

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

Conclusion

Based on our review, nothing has come to our
attention that causes us to believe that the condensed
consolidated interim financial statements as at 30
June 2020 are not prepared, in all material respects,
in accordance with Hong Kong Accounting Standard
34, Interim financial reporting.

Other matter

Our review was conducted for the purpose of
forming a conclusion on the condensed consolidated
interim financial statements taken as a whole. The
reconciliation between Hong Kong Financial Reporting
Standards and US generally accepted accounting
principles included in note 31 is presented for
purposes of additional analysis and is not required as
part of the condensed consolidated interim financial
statements. Such information has been subjected to
the review procedures applied in the review of the
condensed consolidated interim financial statements
and, based on our review, nothing has come to
our attention that causes us to believe that such
information is not fairly stated, in all material respects,
in relation to the condensed consolidated interim
financial statements taken as a whole.

KPMG
Certified Public Accountants

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

27 August 2020
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Condensed Consolidated Income Statement
IGLEEE IS €

For the six months ended 30 June 2020 #Z_=F_FF X H =+ HI~EA
(Expressed in Hong Kong dollars) (L8 8 %)5)

Six months ended 30 June
BEANA=1THIAEA

2020 2019
—B-%F | —FAF
(Unaudited) (Unaudited)
(REER) (REEZ)
(Restated)
(Eut)
(Note)
(K1EE)
Note HK$’000 HK$’000
Kiat FET FET
Income KA
Premiums and fee income RERERWA 2,852,246 2,381,792
Premiums ceded to reinsurer DHERE (617,522) (323,445)
Net premium and fee income RERERKAFE 2,234,724 2,058,347
Change in unearned revenue liability KZE|HIUR A SEEE (318,291) (377,534)
Net earned premium and fee income JmEf{RE & & AU EEE 1,916,433 1,680,813
Brokerage commission, interest and &ZLEH<E « FEUYAR
other service income H b PR A UL A 11,348 4,126
Subscription, management and g BEEEBEREBENKRA
rebate fee income 2,147 5,837
Consultancy and advisory income  EERIRAHE - 687
Net investment income BREWANEEE 5(a) 441,512 1,755,726
Overlay adjustment BERAE 239,075 (101,838)
Other income Hipg A 5(b) 464,652 159,554
Reinsurance commission and profit B4Rk < EF 20,599 15,592
Total income WA 3,095,766 3,520,497
Benefits, losses and expenses wY - BRENER
Net policyholders benefit FREFEAGH 6 (833,106) (1,760,475)
Commission and related expenses {B& #HEIE A (560,216) (533,641)
Deferral and amortisation of deferred IEE{R BE X 15 Al AN [ U BB 275
acquisition costs and value of WEE VIR E i
business acquired 326,070 432,370
Management and other expenses  BIE Rk HApIX (431,416) (468,807)
Change in future policyholder REFHARRGNEH
benefits (1,243,440) (905,834)
Total benefits, losses and expenses #31{T B2 E FHA%E (2,742,108) (3,236,387)
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Condensed Consolidated Income Statement
IGLEEE IS €

For the six months ended 30 June 2020 #Z_=F_FF X H =+ HI~EA
(Expressed in Hong Kong dollars) (L8 8 %)5)

Six months ended 30 June
BEANA=1THIAEA

2020 2019
—EC-EHF —ZE-hEF
(Unaudited) (Unaudited)
(REBEX) (REEZ)
(Restated)
(Eik)
(Note)
(H1EE)
Note HK$’000 HK$’000
Bt FET FET
Finance cost A& B AN (88,553) (46,988)
Share of result in an associate I ENETES L] (1,567) (1,114)
Profit before taxation BREE AT A 7 263,538 236,008
Tax (expenses)/credit FE(EX) ER 8 (1,383) 809
Profit after taxation BRI 2 m Al 262,155 236,817
Profit for the period attributable to: T 5I%& 75 FE{LER
— Equity shareholders of the — ARREHERR
Company 109,181 97,365
— Non-controlling interests — JEiERR R 152,974 139,452
262,155 236,817
Earnings per share attributable AATERRREESREF
to equity shareholders of the
Company
Basic (HK$) HAR(GBIT) 9 0.03 0.03
Diluted (HK$) 19458 (38 7T ) 9 0.03 0.03

Note: The comparative information in respect of the period
ended 30 June 2019 has been restated as a result
of finalised purchase price allocation of prior year
acquisition as set out in note 2(b)(i).

BiaE . anBEE2(0)() FAIEE - HREFWIBHBEE
BROBMEERTR  AEECHBEE-F -1
FARB=THLEHBENLEREBETEMR -

FMNHEZ108ENHERSTEHAGS T MY
BHRERMOARED ©

The notes on pages 41 to 108 form part of this
condensed consolidated interim financial statements.
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Condensed Consolidated Statement of Comprehensive Income

BAGESEEWER

For the six months ended 30 June 2020 & Z=ZF=ZFF =+ HI1 A

(Expressed in Hong Kong dollars) (L8 8 %)5)

Six months ended 30 June
BZEA~AB=1THIAEA

2020 2019
—B-BF —BNF
(Unaudited) (Unaudited)
(REBEZ) (REEZ)
(Restated)
(&)
(Note)
(Kiat)
Note HK$’000 HK$'00_0
Bt FET FET
Profit for the period after taxation REAE BB RF 262,155 236,817
Other comprehensive income for the B HE M E RS
period
Item that will not be reclassified HETg8Hs8A
subsequently to profit or loss: BRWIER :
Equity investment at fair value through URAnREBEGFEEHR
other comprehensive income-net FEFTAHMEENY
movement in fair value reserve mHRERS —
(non-recycling) DNABEBEEEF
B(AAEmE) (435) 3,044
Items that may be reclassified HEGREEN 7575
subsequently to profit or loss: BmhyEE -
Net movement in the fair value reserve REABEREEME
during the period recognised in other W RN A RE
comprehensive income BREAGEEZEFE 370,563 867,722
Financial asset at fair value through profit BEFETLHUARE
or loss under overlay adjustment BEf2HBHEETA
BastmEE (239,075) 101,838
Exchange differences arising on translation 2 & /NE ¥ £ EE
of results of foreign operations H2EHER (5,177) (2,244)
Unrealised loss related to amortisation of  IE3E{R BB 15 A A ik
deferred acquisition costs SHAEREMN KRB IEEE (206,818) (778,830)
Unrealised gain related to amortisation of k2| HA UL A & {F 15 85
unearned revenue liability — Insurance HEN AR WS
contract provisions — REBEEREES 111,151 353,290
Unrealised gain related to amortisation of &k I HA UL A & 1F 1 88
unearned revenue liability — Investment BRI KREIEH W=
contract liabilities — REGRAERE 14,225 47,936
44,434 592,756
Total comprehensive income for the AHEEE KR RELE
period 306,589 829,573
Total comprehensive income for the ZSHA ) PE (2= W
period attributable to: HEE
— Equity shareholders of the Company — RREEHERR 138,502 453,339
— Non-controlling interests — JEIEpRRERS 168,087 376,234
306,589 829,573

Note: The comparative information in respect of the period
ended 30 June 2019 has been restated as a result
of finalised purchase price allocation of prior year

acquisition as set out in note 2(b)(i).

The notes on pages 41 to 108 form part of this
condensed consolidated interim financial statements.

BiaE : anBEE 2(b)() AT - AREF BN B EER
DEERKRTR  AEEECHBEE-Z-NFR
A=tHEHBENLREBETER -

EAHEE108EMMEAARERLES T Y
BHRERMARED ©
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Condensed Consolidated Statement of Financial Position

B4R & M AR &

At 30 June 2020 R=FE=FF~HA=+H

(Expressed in Hong Kong dollars) (L8 8 %)5)

At At
30 June 31 December
2020 2019
R-Z-BF RZZ-hF
AA=+H +ZA=+—H
(Unaudited) (Audited)
(REER) (BE%)
Note HK$’000 HK$’000
Bt FET FET
Assets BE
Property and equipment MENRE 12 516,998 495,328
Statutory deposits EEFH 3,775 3,243
Deferred tax asset EEREEE 142 44
Investments in associates REE N RNRE 25,952 27,860
Goodwill and intangible assets BEREFEE 13 1,920,036 1,923,360
Value of business acquired WEREEBKEE 13 9,818,024 10,057,446
Deferred acquisition costs R EBEFREA 1,487,654 1,128,980
Investments BE 14 57,240,202 54,822,243
Advance reinsurance premiums BABREBRE 1,743,460 1,455,458
Reinsurers’ share of outstanding claims RRBRZBREAT
P58 58,957 48,349
Insurance and reinsurance receivables FEWRE R BRBRERRK 15 1,748,234 1,579,543
Other accounts receivable and accrued L fE U BR A=A % FE 5T
income ON 16 179,617 124,446
Other receivables, deposits and prepayment ~ HiEWR - BER
SEANERE 17 707,211 627,511
Bank balance — trust and segregated RITEREE — SERBY
accounts BRE 18 488,465 478,465
Fixed bank deposits with original maturity EEMRZR={EAMN
over 3 months RITEHER 18 834,958 385,417
Cash and cash equivalents BeRBE&ZEEER 18 2,382,967 2,169,751
79,156,742 75,327,444
Liabilities &fE
Insurance contract provisions RiEEREES 19 48,707,163 46,455,874
Investment contract liabilities REAEER 20 4,466,010 4,364,600
Outstanding claims RIRBEFR 184,476 161,913
Reinsurance premium payables ENBERBERE 543,349 529,562
Other accounts payable H {tb FE 4 BRFX 21 618,649 578,545
Other payables and accrued expense HMtEAFBMERESY 22 3,040,302 2,436,967
Tax payable FEHIE 23,224 52,086
Financial liabilities at fair value through URARBESFZEHED
profit or loss SFAEZzEHERE 23 612,595 630,569
Lease liabilities HEEE 292,340 326,584
Deferred tax liabilities EERIBEEE 1,244,546 1,267,384
Bank borrowings RITER 24 2,102,656 1,498,758
Shareholder’s loan BREREEM 25 1,561,444 1,561,444
63,396,754 59,864,286
NET ASSETS EEFE 15,759,988 15,463,158
ERCREEBRAT

SE B PI
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Condensed Consolidated Statement of Financial Position

B4R & M AR &

At 30 June 2020 R=—FE_-ZFFAH=1+H
(Expressed in Hong Kong dollars) (L8 8 %)5)

At At
30 June 31 December
2020 2019

R-ZBE-ZEF NIZE-—IEF

AB=tH ftZA=1—H

(Unaudited) (Audited)
(REER) (BE#E%)
Note HK$’000 HK$’000
KiaE FET FET

CAPITAL AND RESERVES BARNGHE
Share capital B 26 9,829,094 9,829,094
Reserves f#1E 402,347 273,604
10,231,441 10,102,698
Non-controlling interests eI IR 5,528,547 5,360,460
TOTAL EQUITY R 15,750,088 15,463,158

The notes on pages 41 to 108 form part of this
condensed consolidated interim financial statements.
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Condensed Consolidated Statement of Cash Flows
HHGAEHERER

For the six months ended 30 June 2020 #Z_=F_FF X H =+ HI~EA
(Expressed in Hong Kong dollars) (L8 8 %)5)

Six months ended 30 June
BEANA=1THIAEA

2020 2019
—B-EF —E-NF
(Unaudited) (Unaudited)
(REER) (REEZ)
HK$’000 HK$°000
FHET FHET
Net cash generated from operating RETHELENESTHE
activities 1,575,178 786,359
Purchases of investments BREBA (7,635,994) (8,351,624)
Proceeds from disposal of investments HEREFRERE 4,912,584 3,457,838
Fixed bank deposits with original REHRZN =188 IRIT
maturity over 3 months EHFR (449,541) —
Other investing activities HhiR&EZE (53,743) 18,272
Net cash used in investing activities RETHEANBESFHE (3,226,694)  (4,875,514)
Bank loan drawdown IRITEFIRE 600,000 600,000
Capital injection from non-controlling FERERD—RME AT
interest to a subsidiary TE - 328,000
Policyholders’ account deposits REFBEAZEKRFERK 2,189,563 2,366,545
Policyholders’ account withdrawals REFBEAZEFRER (825,364) (765,482)
Other financing activities High &S5 E (99,063) (6,351)
Net cash generated from financing MEEBHFELENESFE
activities 1,865,136 2,522,712
Net increase/(decrease) in cash and ReRBEESEEEEHEM
cash equivalents OR2) F8E 213,620 (1,566,443)
Cash and cash equivalents at 1 January R—B—BWRERRLE
15 H 2,169,751 5,184,229
Effect of foreign exchange rate changes #M&E RSB S/LE (404) 1,069
Cash and cash equivalents at 30 June RAA=THHNEREERS
£HEB 2,382,967 3,618,855

The notes on pages 41 to 108 form part of this
condensed consolidated interim financial statements.

FAEZ108ENMEHEANERLE S H 8
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

GENERAL INFORMATION

Yunfeng Financial Group Limited (the “Company”)
is a limited liability company incorporated in
Hong Kong, the shares of which are listed on
The Stock Exchange of Hong Kong Limited. The
registered office of the Company is Suites 3201-
3204, One Exchange Square, 8 Connaught Place,
Central, Hong Kong. The condensed consolidated
interim financial statements for the period ended
30 June 2020 comprises the Company and its
subsidiaries (collectively the “Group”) and the
Group’s interest in associates and a joint venture.

The condensed consolidated interim financial
statements are unaudited, but have been
reviewed by the Company’s audit committee
and the Company’s independent auditor, KPMG,
in accordance with the Hong Kong Standard
on Review Engagements 2410, Review of
Interim Financial Information Performed by
the Independent Auditor of the Entity, issued
by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). KPMG’s independent
review report to the Board of Directors is
included on pages 32 and 33. This condensed
consolidated interim financial statements have
been approved for issuance by the Board on 27
August 2020.

The financial information relating to the financial
year ended 31 December 2019 that is included
in the condensed consolidated interim financial
statements as comparative information does
not constitute the Company’s statutory annual
consolidated financial statements for that
financial year but is derived from those financial
statements. Further information relating to
these statutory financial statements disclosed in
accordance with section 436 of the Hong Kong
Companies Ordinance (Cap. 622) is as follows:

The Company has delivered the financial
statements for the year ended 31 December 2019
to the Registrar of Companies in accordance with
section 662(3) of, and Part 3 of Schedule 6 to,
the Hong Kong Companies Ordinance.

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

2%%@%.%[@"7
—ECEFRHRE

—REH

E#cemEEERAR(TA27E DR
E;%*Iﬁ%ﬁiiz*ﬁllﬁﬁa , EHQ@EE
‘EHH?)#%JE&EAE,%EPEEE%F%&E
RS EZR1E3201-3204FE c BE_-E
—EFERA=ZtTHLEBEZEBRES S
KRR EERADNAREWE AR (K
BAEER ) RAEBRBEE AT R —X
BERNT 2R °

FERAGEEPHRRBREREALEER -
EHARAZERZEERARAZE
NERHMESBETMEEMRESS
SRS TG (B BEREL)E
2410;&F;%?§¢V§1’5/ﬁ% T B9 1 7 B
BEHFMH ETER EFRSTAE
BRBESS2BUERBEHNEI2
E£33H - WEHPESTHRUBHERE
R-Z2-ZEENA-t+LtREESEH
ETE o

ERERETHYBERRABTEEC
—NFE+T-RA=1T—BLEZHKE *»H’IE
REBER  ZFERTEBRALRAZ
MBREECEEFEFAEVBEER K
ZIEBEEENBHRE - REFE(LF
1R BI) (56 622 F ) 56 436 fr M AWM T 2 %
SEEVBRR2EMERUT ¢

ZI-VD\EE*E?@ﬁiﬁ((@ﬁ1'%1’5']»%’662(3)
GREMREEIHLD ZER @A T
HAMEEREXEBEEZE=_Z—NF+=A
=+ —HILFEZHHHRE -

ZF'AEE’\J*Z%(EWE?J%%‘E%EH%%&%&E
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RO BET RS ,\EPT@A%?%(EWI
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

2 BASIS OF PREPARATION

(a)

(b)

Statement of compliance

The condensed consolidated interim
financial statements for the six months
ended 30 June 2020 have been prepared in
accordance with the applicable disclosure
provisions of the Rules Governing the
Listing of Securities on The Stock
Exchange of Hong Kong Limited, including
compliance with Hong Kong Accounting
Standard (“HKAS”) 34, Interim financial
reporting, issued by the HKICPA. The
condensed consolidated interim financial
statements should be read in conjunction
with the Group’s audited consolidated
financial statements for the year ended 31
December 2019, which have been prepared
in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”).

Basis of preparation of the financial
statements

(i) Restatement of prior year’s financial
statements as a result of finalised
purchase price allocation of prior
year acquisition

During the year ended 31 December
2018, the Company acquired 60%
of the issued share capital of YF
Life Insurance International Limited
and its subsidiaries (“the Acquired
Group”) of which the valuations were
not completed and the respective fair
values of the identifiable net assets
acquired and liabilities assumed and
goodwill were determined provisionally.
During the year ended 31 December
2019, the Group made certain fair
value adjustments, with reference to
the finalised valuation, to the carrying
amounts of the identifiable assets
and liabilities of the Acquired Group
as a result of completing the initial
accounting. The adjustments to the fair
values at the acquisition date of the
identifiable net assets and liabilities
assumed were made as if initial
accounting had been completed on
the acquisition date. The condensed
consolidated income statement,
condensed consolidated statement of
comprehensive income for the period
ended 30 June 2019 are restated.

2 #MmEEE

(a)

(b)

BREH

FEEZZE-ZFANA=THIRN
18Rz RERE P BEHRRIIR
B(ERBBMAEXZMARDARES
ERRA)2ERBBERIER -
BREAEEBSTTMASHEMZ
(B BERTERDE 4 F R A T
L] NEREESFHYBHER
REAEEEE-"ZT-NF+=A
St-RLEFEZEERFEAVE
BRBB(EBH B REEADR
) —OFRIE o

MBHR 2 MBELE

(i) EEFEWRBIEEERS#
ERASTH M EM L FEMH
#Hz=

REBE=-ZEZ—-—N\HE+=H
=+—HLEFEE XAFWE
TEBERBEERERARRE
M AR (S s EEE )
2 31TH60% KA BXR5%
REH U EE B EEIE -
At - ZRFERFEESRE
MWAEn EERARENERS
UREEZAREE - REZE
—E-hAFE+ZHA=+—HI1
FEAEETRABETE
BHE > SZERKGHEEE > B
HWBEBNTERINEENE
BWERESHEELRELENRE
BERAZ AEBERBREDR
STEERWE BB TRRE
BREMaEE EERAEN
EERKER A REEER
FAE - BE-_ZE—-NLEANA
=+ B I HENERSS WS
REEHSEEHBEREE
Mo
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

2 BASIS OF PREPARATION (Continued)

(b) Basis of preparation of the financial
statements (Continued)

(i)

Restatement of prior year’s financial
statements as a result of finalised
purchase price allocation of prior
year acquisition (Continued)

Restated condensed consolidated
income statement and condensed
consolidated statement of
comprehensive income for the period
end 30 June 2019

Profit after taxation BB BIER

Total comprehensive income for AN 2 Uiz 458

the year

Details of the financial line items
as restated in the condensed
consolidated income statement and
condensed consolidated statement of
comprehensive income for the period
ended 30 June 2019 include the
following:

Change in unearned revenue REBMUAERE
liability

Deferral and amortization of EEREEERARIKBEL
deferred acquisition costs and MEERIELE A

value of business acquired

Change in future policyholder ARREFEAGLAEE

benefits
Tax credit FIER R

B EREEERAT
BE B IS

2

A B B 2 (%)
(b) MBEBRZEREE(E

() BHLFEEWRBEEERT#
ERASTH T E I L FEME
#Hx(E)

KREANEE_ZT-NFARA
=ZtHLEHBERGEERER

REHFREE2ERAER
As originally

stated Adjustments As restated
RIGEH REY EfieE
HK$'000 HK$°000 HK$'000
FE T FET
211,211 25,606 236,817
360,474 469,099 829,573

BEZZE—NAEX~A=1+AHL
HEEPERERERRERE
E2EKRE RSP EMHPE ISR
REYBEENHEBOT -

As originally
stated
FIHeHE
HK$000
FHET

(331,606)

352,697

(897,632)
746

Adjustments
HEH
HK$'000
FEr

(45,928)

79,673

(8,202)
63

As restated
HK$’000
FET

(377,534)

432,370

(905,834)
809
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

2 BASIS OF PREPARATION (Continued)

(c)

(d)

Basis of measurement

The measurement basis used in the
preparation of the condensed consolidated
interim financial statements is the historical
cost basis except that investments in certain
debt and equity securities and derivative
financial instruments are stated at their fair
values.

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

Use of estimates and judgements

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

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

2 mEEEG@E)

(c)

(d)

STEREE

BRRNETEBMERESURITE
THMITANRERHEQAIABEIR
S A RES P B ERRE
FrRAZ EBEESEERAE

RRGHERS P E|RR I LB T
JIRR  BREBAHAEIN  IARE
HUREIE 2 T (FET)FIE -

& P {4 5T 5 F R

R A(EBETER)FE 345
ZEREES DM BmRE - BE
BAELHE L5t RBR - B8
HE - A RBREFESHTBE
ZERRFENESHEE 8F
WAKRBZ 2 2HEE - ZEMF
REEBRKRDEENBELRRH
MERBEABATHARSEZERE
B - fEmfER I E R A bR
BRE2EERBEZRAEZE
ifg c BRER TR B RMEE
ﬁ,\ o

AEESEFERIZEMTREEHE
BR > Gat st 2B MR L EZ
ERTH - BIRZERT R &
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

2 BASIS OF PREPARATION (Continued)

(e)

(f)

Determination of consolidation scope

All facts and circumstances must be taken
into consideration in the assessment of
whether the Group, as an investor, controls
the investee. The principle of control sets
out the following three elements of control:
(a) power over the investee; (b) exposure, or
rights, to variable returns from involvement
with the investee; and (c) the ability to use
power over the investee to affect the amount
of the investor’s returns.

An investor’s initial assessment of control
or its status as a principal or an agent
would not change simply because of a
change in market conditions (e.g. a change
in the investee’s returns driven by market
conditions), unless the change in market
conditions changes one or more of the three
elements of control listed above or changes
the overall relationship between a principal
and an agent.

At the end of each reporting period, the
Group assesses the variable returns arising
from other equities and uses plenty of
judgements, in combination with historical
exposure to variable returns, to determine
the consolidation scope.

Classification and Fair value of derivative
and financial instruments

Under HKFRS 9, classification of financial
instruments depends on the contractual
cashflow characteristics (the Solely Payment
of Principal and Interest (“SPPI”) criteria)
and driven by the business model of the
entity. A financial asset that does not meet
the SPPI criterion is always measured at
fair value through profit or loss (“FVPL”),
unless it is an equity instrument for which
an entity applies the election to measure
at fair value through other comprehensive
income (“FVOCI”). Management judgement
is involved throughout the assessment.
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

BASIS OF PREPARATION (Continued)

(f) Classification and Fair value of derivative
and financial instruments (Continued)

The Group selects appropriate valuation
techniques for financial instruments
which are classified as level 2 and 3
investments in accordance with the Group’s
significant accounting policies. Note 4
provides detailed information about the
key assumptions used in the determination
of the fair value of material financial
instruments.

(g) Expected credit loss estimation

The Group selects appropriate methodology
and assumptions in accordance with the
Group’s significant accounting policies.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in preparing
the condensed consolidated interim financial
statements are the same as those applied in
preparing the consolidated financial statements
for the year ended 31 December 2019, as
disclosed in the annual report and financial
statements for the year ended 31 December
2019.

INSURANCE AND FINANCIAL RISK
MANAGEMENT

(a) Risk management objectives and policies
for mitigating insurance and financial risk

The Group operates in a business
environment which is subject to various
risks and uncertainties. Such risks and
uncertainties can be classified into two
categories, insurance risks and financial
risks.

(i) Insurance risks

The Group manages insurance risks
through prudent pricing guidelines,
reinsurance and underwriting
management and monitoring internal
and external emerging trends and
issues.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(i)

Insurance risks (Continued)

The Group’s underwriting strategy
seeks diversity to ensure a balanced
portfolio and is based on a large
portfolio of similar risks over a number
of years and, as such, it is believed
that this reduces the variability of the
outcome. This strategy is cascaded
down to individual underwriters through
detailed underwriting authorities
that set out the limits that any one
underwriter can write in order to ensure
appropriate risk selection within the
portfolio. Adherence to the underwriting
authorities is monitored through a
scheduled underwriting audit. In
addition, the Group has an Underwriting
Committee to establish policies and
procedures to supervise and assess
the insurance risks and to periodically
review and monitor the overall
underwriting management process. The
Group also has a Claims Settlement
Committee to establish policies and
procedures to supervise the claims
settlement policy. The committee
monitors the adequacy of the Group’s
reserves for the settlement of claims,
reviews significant claims or major
events, and investigates any fraudulent
claims.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(i)

(ii)

Insurance risks (Continued)

The Group reinsures a portion of the
risks it underwrites in order to control
its exposure to losses to avoid the
risk of concentration and to protect
capital resources. Such transfers
of risks do not relieve the group of
its primary liability and, as such,
failure of reinsurers to honour their
obligations could result in losses.
The Group reduces this risk by
evaluating the financial condition of
reinsurers and monitoring for possible
concentrations of credit risk. The
Group has a Reinsurance Committee
to establish policies and procedures
to properly and regularly supervise
and review proposed and existing
reinsurance activities covering ceded
risks to reinsurers. The committee also
periodically reviews and monitors the
financial stability of reinsurers.

Financial risks

Exposure to credit, liquidity, interest
rate and currency risks arises in
the normal course of the Group’s
business. The Group is also exposed
to equity price risk arising from its
equity investments in other entities.
These risks are limited by the Group’s
financial management policies and
practices described below.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

2%%@%.%5&"7

_?_

Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(1)

TEPHRE

Credit risk

The Group has exposure to
credit risk, which is the risk that
a counterparty will be unable to
pay amounts in full when due. Key
areas where the Group is exposed
to credit risk are:

— amounts due from issuers of
debt securities;

— bank balances;

— insurance and reinsurance
receivables;

— commercial and residential
mortgage loans;

— other unsecured receivables;
and

— derivative financial

instruments.

The Group manages its financial
assets to limit credit risk by
diversifying its portfolio among
various security types and
industry sectors. The Group
has an Investment Committee
to supervise and control
investments and related financial
matters. Investment policies and
guidelines have to be approved
by the committee. In addition,
the committee periodically
reviews investment strategies and
investment performance.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)
(1) Credit risk (Continued)

At 30 June 2020, 0.10% (2019:
0.11%) of the Group’s debt
securities represented investments
in asset-backed and mortgage-
backed securities in the United
States of America and People’s
Republic of China (“the PRC”)
which are exposed to sub-prime
credit risks. The Group does
not originate any residential
mortgages but invests in
residential mortgage loan pools
which may contain mortgages of
subprime credit quality. Residential
mortgage loan pools are pools of
homogeneous residential mortgage
loans substantially backed by
Federal Housing Administration
and Veterans Administration
guarantees.

In respect of bank balances, all
of them are due from authorised
institutions in Hong Kong, Macau,
the PRC, the United Kingdom
and the United States of America.
Management periodically reviews
the credit ratings of these
authorised institutions.

With respect to the recoveries
due from reinsurers, the Group is
exposed to the credit risk that the
amounts due under a reinsurance
contract may not be paid. In
respect of loans to policyholders,
direct premium receivables
and other loans to agents and
staff, management monitors the
repayment status on an ongoing
basis. Other unsecured receivables
mainly comprise accrued interest
income on debt securities, where
the credit risks are limited by the
diversification of its investment
portfolio as mentioned above.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

ERSREBARAT

—=—

— =

Risk management objectives and policies

for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(1)

)

(3)

TEPHRE

Credit risk (Continued)

The maximum exposure to credit
risk is represented by the carrying
amount of each financial asset in
the statement of financial position
after deducting any impairment
allowance.

Liquidity risk

The Group has to meet daily calls
on its cash resources, notably
from claims arising from its life
insurance contracts. There is
therefore a risk that cash will not
be available to settle liabilities
when due. The Group manages
this risk by setting a minimum
level of liquidity cash that will be
available to cover claims maturities
and surrenders.

Interest rate risk

Interest rate risk is the potential
for interest rates to change, which
can cause fluctuations in the
value of investments and in the
amounts due to policyholders.
To the extent that fluctuations in
interest rates cause the duration of
assets and liabilities to differ, the
Group controls its exposure to this
risk by, among other things, asset
and liability matching techniques
that account for the cash flow
characteristics of the assets and
liabilities.
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Notes to the Condensed Consolidated Interim Financial Statements

4

INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(4)

()

Currency risk

The Group’s currency exchange
risk is mainly related to certain
policies that are not written
in the United States dollars.
However, most of the policies
are denominated in the United
States dollars. As the Group’s
investments are primarily made in
the United States dollars, coupled
with the fact that the Hong Kong
dollars are pegged to the United
States dollars, management does
not believe that the currency risk
is material. For investments made
in non-United States dollars, the
Group mitigates currency risk
through the use of cross-currency
swaps and forward contracts.
Cross-currency swaps are used
to minimize currency risk for
certain non-United States dollar
assets and liabilities through a
prespecified exchange of interest
and principal. Forward contracts
are used to hedge movements in
exchange rates.

Equity price risk

The Group is exposed to equity
price changes arising from equity
investments classified as financial
assets at fair value through profit
or loss and financial liabilities at
fair value through profit or loss
held by the Group. Gains and
losses arising from changes in the
fair value of financial assets and
financial liabilities at fair value
through profit or loss are dealt
with in condensed consolidated
income statement.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

ERSREBARAT

—=—

— =

Risk management objectives and policies

for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

()

TEPHRE

Equity price risk (Continued)

The portfolio of unit trusts backing
linked insurance contracts, which
the Group carries on its condensed
consolidated statement of
financial position at fair value, has
exposure to price risk. However,
such price risk is fully borne by
the policyholders as the benefits
payable are linked to the price of
the securities.

The portfolio of unit trusts backing
non-linked insurance contracts,
which the Group carries on its
condensed consolidated statement
of financial position at fair value,
also has exposure to price risk.
This risk is defined as the potential
loss in market value resulting from
an adverse change in prices.

For the other investment under fair
value hierarchy level 2 and 3 that
is either backing linked insurance
contract and those that are not
related to insurance contracts,
their price risk impact on the
Group’s profit or total equity is
further analysed under fair value
measurement.

4

RigMEEEREE &)

(a)

EEEREEEREERBRANSEE
B MY BUR (A

(i) LREEB &

(5)

REmE (&)

BEUEFAXEFELAR
BERMNWREAS(E
EERAAEBEEAEMY
RiRa M BIRR & D 5
])FHEERER - BR
AR TRESERE
# BERERTEZHR
EBEAAEE-

BEUFAIXEFRESEN
REBERNREAS (X
SEERAREEEHS
AR & B B R OR & 5
) W EERER - Z
BEEERDBERHR
MEBLEHNHHEE
BREEX -

HRE®BE-EBERNE
“ERAIABETEDN
BE IxHFHELKX
RESEFERBRSE
BENKRE HEKE
o ¥ 7S £ B R R S R
RMENTEELAEE
SAETEHE-SDN -

53



54

Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)
(5) Equity price risk (Continued)
Fair value measurement

(1) Financial assets and liabilities
measured at fair value

Fair value hierarchy

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

Level 1 valuations:

E-ERME

Level 2 valuations:

EERME

Level 3 valuations:

BZERME
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Fair value measured using Level 2 inputs i.e.
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and not using significant unobservable inputs.
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(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

ERSREBARAT

—=—

— =

Risk management objectives and policies

for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

TEPHRE

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Fair value hierarchy (Continued)

The Group has established
and maintained policies and
guidelines that govern its
valuation methodologies and
their consistent application.
These policies and guidelines
address the use of inputs,
price source hierarchies and
provide controls around the
valuation processes.

These controls include
appropriate review and
analysis of prices against
market activity or indicators
for reasonableness, approval
of price source changes,
price overrides, methodology
changes and classification
of fair value hierarchy levels.
The valuation policies and
guidelines are reviewed and
updated as appropriate.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

4

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Risk management objectives and policies
for mitigating insurance and financial risk

(Continued)

(ii) Financial risks (Continued)

(56) Equity price risk (Continued)

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Fair value hierarchy (Continued)

Annually, the Group conducts
reviews of the primary pricing
vendors to validate that the
inputs used in that vendors’
pricing process are deemed
to be market observable as
defined in the standard. While
the Group was not provided
access to proprietary models
of the vendors, the reviews
have included on-site
walkthroughs of the pricing
process, methodologies and
control procedures for each
asset class and level for
which prices are provided.
The review also included an
examination of the underlying
inputs and assumptions for a
sample of individual securities
across asset classes, credit
rating levels and various
durations, a process the
Group continues to perform
for each reporting period.

In addition, the pricing
vendors have an established
challenge process in place for
all security valuations, which
facilitates identification and
resolution of prices that fall
outside expected ranges. The
Group believes that the prices
received from the pricing
vendors are representative
of prices that would be
received to sell the assets at
the measurement date (exit
prices) and are classified
appropriately in the hierarchy.
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(56) Equity price risk (Continued)

BH S REMARAS
e LI

_?_

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Fair value hierarchy (Continued)

The Group reviews the fair
value hierarchy classification
at each reporting period.
Overall, reclassifications
between levels occur when
there are changes in the
observability of inputs and
market activity used in
the valuation of a financial
asset or liability. Such
reclassifications are reported
as transfers between levels at
the beginning of the reporting
period in which the changes
occur. Given the types of
assets classified as Level 1
(primarily equity securities
and mutual fund investments),
transfers between Level 1
and Level 2 measurement
categories are expected to
be infrequent. There were
no such transfers during any
period presented. Transfers
into and out of Level 3 are
summarized in the schedule
of changes in Level 3 assets
and liabilities.

The fair value of short-term
debt instruments, maturity
less than 30 days, is assumed
to be equal to the book value.
The Group generally uses
unadjusted quotable market
prices from independent
brokers, when available,
to determine the fair value
of debt instruments with a
maturity greater than 30 days.

4

LB SIT)

RigMEEEREE &)

(a)

Rk EEERREERRNEEHE

B B BRER (48

(i) ZHERE (&

(5) RERE(E)

BN
SN
Wy
Ty
|
)
D
i

Fom o> O
ol

o -

i
L

% ) i T80 ofF

t B
ZH

W2 o S
3B E
HF 554 St 78 it 8 im IR

- BB oF KD 3 2L
=

YNGR 2] > BB 3 B
i
s

F

S i

g 2
UEDH)QFHH%EEH%ELQ{@%

I % 3 60

o

ZEHDHE
B 4 =L 1Y 3R
IS E&zﬁm
B ERETHE
—BR(EEZRA
EFENHADES K
B)WEEER - 8
STE—BRMEZ
ERFTEER 2 M
HEBRD 5 R
Y 1 {7] Bf RS 15 ok 22
EZEER - B A
MEHE=ZEHE
E**‘JE%&%F%H
EENELRPE
TTHESE o

¥ o B

I

H

H‘:m

BEHEHKTA (2
B/NR30K)HA
be’fﬁﬁia’i iy
HE - A&5H-R
ERBYELEN
REHEMA S A
5 E % (A ) 5
ERHABBAI0OKX
E’JFﬁ%IE:EI’J 7
B1E -

57



Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)
(5) Equity price risk (Continued)
Fair value measurement (Continued)
(1) Financial assets and liabilities
measured at fair value

(Continued)

Fair value hierarchy (Continued)

4 RENEHEAREEE)

(a) EREZEEEREERRANEHE
B BUR ()
(i) E@mEE)
(5) KREmE(E)
DIREEFEE)

REESFEN

B

(1) &

RAIEEER (E)

Fair value measurements as at
31 December 2019 categorised into
RZE-NF+ZA=+-BH

Fair value measurements as at
30 June 2020 categorised into
RZB-BEAA=TAM

MEEHENE MEBEFENE
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
£1ER £2ER #3ER £1ER E2ER £3ER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

77 Fiér 77 Fiér 7&r 7&r

Recurring fair value measurement %85 EEFBHAL

&

(Liabilities)/assets (Rf) /&R
Financial assets at fair value WAAEEEEHEHT

through profit or loss: ANEGZEREE

— Private credit and other trust - AABAREMET
product type funds EREERE

— Credit linked obligationnote - ERELNEEER

— Listed equity - LmkiE

— Leveraged and structured - IERLRILEE
note investment %E

— Unit trust - Bfifsd

— Interest in a joint venture - RAELENER

— Insurance contract related - RBEREEN
partnership investment ABRE

— Mutual fund - {FES

Financial asset at fair value through &2 AEE AEt2ER

other comprehensive income RIEREE
— Debt securities - EBES
— Perpetual capital measured ~ — AAREEHEZ
at fair value XEER
Financial liabilities designated at ~ HENAAEBEHAERZ
fair value through profit or loss ~~ £B&f[E
— Preference share liability - BrRER

— Third-party interests in - REfESNE=R
consolidated funds B&
— Investment contract liabilities ~ — REAREE

58

- - 6% = - 6805
- - - = = 26,813
- 2426385 10,450 - 253181 12,559
5824 6891631 169796 598394 7462046 167,950
- - 92,203 = - 100213
- - 162,947 = - 1,569,168
- 27 - 16093 P =
- 13550824 4565416 - 11590267 4450348
- 76,862 - = 77,297 =
- - (0875% = - (389570)
- - (25070) = - (40,999)
- (4466,010) - —  (4,364600) =
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(56) Equity price risk (Continued)

BH S REMARAS
e LI

_?_

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Fair value hierarchy (Continued)

There were no transfers
between Level 1 and Level
2, or transfers into or
out of Level 3 except for
those disclosed under the
movement during the period
in the balance of Level 3 fair
value measurements. The
Group’s policy is to recognise
transfers between levels of
fair value hierarchy as at the
end of the reporting period in
which they occur.

Valuation techniques
and inputs used in Level
2 and Level 3 fair value
measurements for those
insurance contract related
assets and liabilities

The Group determines the
estimated fair value of its
investments using primarily
the market approach or the
income approach. The use
of quoted prices for identical
assets and matrix pricing
or other similar techniques
are examples of market
approaches, while the use
of discounted cash flow
methodologies is an example
of the income approach. The
Group attempts to maximise
the use of observable inputs
and minimise the use of
unobservable inputs in
selecting whether the market
or the income approach is
used.

4

LB SIT)

RigMEEEREE &)

(a)

Rk EEERREERRNEEHE

B B BRER (48

(i) ZHERE (&

(5) RERE(E)

%:E

[ 3% 25 58 4 A 2 W
330 IR > W
w> B

Ir
)

A—A— —

EBRAE=E
%ﬁ’ L/{,EE#E/E/?
A B9 13 18 7 7 F1 5y
AR B & 46 65
BEHMERE

o 2 N
ol 5> 7 38

o b
il I

7 5= H
,.E
i
B

mﬁ*ﬁﬁ?%
N
=

=
o

\}

=3

Fim b S k45 B A

§4 B = my It i S B
=i
8 &

i
o i
g

il

L
id

}W%

ol E s

- BE S
ol 5 38 B ¥4 -

3 & S

%LEETEm
/ij?:”&)\/i °

59



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4 RENEEEREEE)
MANAGEMENT (Continued)
(a) Risk management objectives and policies (a) EREEEERBERERNSEHE
for mitigating insurance and financial risk B RO B R (48
(Continued)
(ii) Financial risks (Continued) (i) =@EEE
(5) Equity price risk (Continued) (5) REREEE)
Fair value measurement (Continued) RABENE(E)
(1) Financial assets and liabilities (1) RoOAEBETEN
measured at fair value tREERARE
(Continued) (#&)
Valuation techniques and inputs E_ERANE=FE
used in Level 2 and Level R EETEA
3 fair value measurements F #9118 5 17 7 B
for those insurance contract AE RS [F 166
related assets and liabilities BEEHAEE (&
(Continued)
The use of different FERATEMNBREDS
assumptions or valuation 1B 75 7% o] sE I &
methodologies may have AARBESEE
a material impact on the HSERTE-R=2
estimated fair value amounts. HREBEmMS A&
For the periods presented, B B fiby 1B 1 il I 4%
there were no significant BEREH o

changes to the Group’s
valuation techniques.

For level 2 debt securities, F_EBREBES
valuations are based primarily HEEEERNIET
on quoted prices in markets BhigHHRE K
that are not active, or using FREEEESE
matrix pricing or other similar FAZER S B E
techniques using standard WAESHEHAMEM
market observable inputs B Al S AE
such as the benchmark on B 7 X B E B W
U.S. Treasury yield curve, mEME FRX
the spreads versus the ZHHEEEZME
U.S. Treasury curve for bt 3% % B E B W &=
the identical security and ZHBRAFE o

comparable securities that are
actively traded.

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(56) Equity price risk (Continued)

BH S REMARAS
e LI

_?_

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Valuation techniques and inputs
used in Level 2 and Level
3 fair value measurements
for those insurance contract
related assets and liabilities
(Continued)

For level 2 corporate
securities, valuations are
based primarily on quoted
prices in markets that are not
active, broker quotes or using
matrix pricing or other similar
techniques that use standard
market observable inputs
such as benchmark yields,
spreads versus benchmark
yields, new issuances, issuer
rating, duration, and trades
of identical or comparable
securities.

For level 2 unit trusts and
equity securities, valuations
are based on quoted market
prices adjusted for certain
factors, such as foreign
market differential.

For level 2 derivative financial
instrument, observable
significant inputs to the
valuation of derivative
financial instruments include
Overnight Indexed Swap and
London InterBank Offered
Rate basis curves, interest
rate volatility, swap yield
curve, currency spot rates,
cross currency basis curves
and dividend yield curves.
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

Fair value measurement (Continued)

RigMEEEREE &)

(a) EREEEERBERERNSEHE
BB IRER (48 )
(i) LREEB &
(5) HRERE (&)

DAEESE(AE)

(1) Financial assets and liabilities (1) RoOAEBETEN
measured at fair value tMEERAE
(Continued) (#&)

Information about Level 3 fair BEERRALIEE
value measurements FTEEE -
Range
£
Significant
Valuation  unobservable Weighted
techniques inputs Min Max average
EXFT
fiEk®  BEEAE B BAE  mETSH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fér 71 Fér Fér Fér
Financial assets: SREE !
Financial asset at fairvalie ~ EEEFETULAAEESH
through profit or loss under ~~ BEESBIABR S
overlay adjustment HEE
— Partnership investment - RERE Netasset  Netasset NA NA NA
value value &R TR TER
BERE BERE
Financial asset at fair UOABHEAEEHHA
value through other Rt 2 ARG SRER
comprehensive income:
— Corporate securities - A% Matrix pricing ~ Credit spread 98BPS 958BPS 222BPS
mdDCF  EEHE 018: 018: (019
EBEENR B8PS 1150BPS)  146BPS)
BRRSHE fAEE iR  20fEY

62

(ZE-nE: (ZE-pE: (ZE-AE:
GOfEES) 1150EEY)  146fAEY)
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4 RENEEEREEE)
MANAGEMENT (Continued)
(a) Risk management objectives and policies (a) EREEEERBREARBRNEEHE
for mitigating insurance and financial risk F‘?E’JEK%( g)
(Continued)
(ii) Financial risks (Continued) (i) ZmEEEE(E)
(5) Equity price risk (Continued) (5) REREEE)
Fair value measurement (Continued) RABENE(E)
(1) Financial assets and liabilities (1) RoOAEBETEN
measured at fair value TRMmEERERE
(Continued) (#&)
Information about Level 3 B=E L\/L//EE
fair value measurements #gﬂﬁ/*, (&)
(Continued)
A description of the sensitivity HRABRAREEMNSE
of the estimated fair value —E&RBREEE
to changes in the significant BEENMEBEE
unobservable inputs for the & EEEA LEE
more significant Level 3 HERTABRE
insurance contract related EJJE’\J%HSE’\J@'I‘E
asset and liability classes is LT -
as follows:
Partnership interest — the EEEDER —
fair value estimation is ARABEMGFTNE
based on the net asset value RIEEESKIEE
attributable to the Group ENAREEENLHE
determined by the respective EFEH e MAEH
fund managers. If such net EBEz2EEZFEN
asset value attributable to KO ER AE
the Group is not yet readily BRBERFEEF
available, adjustments to the BEIXREZRBEH
fair value of the funds are HES2HERE
made based on the latest net SEEHISREES
asset value with adjustments NABEELEE
based on subsequent FE PN B
contribution made and FXXAB=ZF+H-
distribution received by the i Br 5 E b 7] & &
Group. As at 30 June 2020, EREFE 4

it is estimated that with all

other variables held constant, = In10% » H
a decrease/increase in net BERET

EEMNHME
have increased/decreased the Uk 2= 8 & i

at
/
i
asset value by 10% would PN
[H
Group’s other comprehensive NEi

B

_|_

income by HK$162,195,000 T(ZE—-NEF
(31 December 2019: —A=+—8":
HK$156,917,000) under the 156,917,000 8
overlay approach. JT) e

2%%@%.%[@"7
—ECEFRHRE



64

Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4

INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Risk management objectives and policies
for mitigating insurance and financial risk

(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Information about Level 3
fair value measurements
(Continued)

Corporate securities —
Internally-priced corporate
securities classified in Level
3 include certain below
investment grade watch list
and distressed fixed maturity
securities. For securities
where discounted cash
flows are used, the primary
unobservable input is the
internally-developed discount
rate. Significant increases
in the discount rate would
result in a significantly lower
fair value, with the opposite
being true for decreases in
the discount rate. In certain
cases, the Group uses an
estimated liquidation value
of the borrower or underlying
assets. The Group also
applies market comparables,
such as earnings before
interest, taxes, depreciation
and amortisation (EBITDA)
multiples for certain
securities. In isolation, an
increase in the value of
these inputs would result
in an increase in fair value,
with the opposite being true
for decreases in the value
of these inputs. As at 30
June 2020, it is estimated
that based on the valuation
methods mentioned above
with all other variables
held constant, a decrease/
increase in credit spread
by 100 BPS would have
increased/decreased the
Group’s other comprehensive
income by HK$291,825,000
(31 December 2019:
HK$281,715,000).
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

B EREEERAT
BE B IS

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Valuation techniques and inputs
used in Level 2 and Level 3 fair
value measurements for those
non-insurance contract related

assets and liabilities

Level 2 perpetual capital
investment is based on
brokers quote for valuation

purpose.

Information about Level 3

investment

Unlisted FVPL investment
FETHUAREBESE

Valuation technique

RigMEEEREE &)

EEEREEEREERBRANSEE
B MY BUR (A

(i) LREEB &
(5) KiEREE (&)

DAEESE(AE)

FEZERANE=FE
KRR IEEG B
B 9 12 18 5 17 7] 8
A B F 1R Bz & 6] 46
BEENEE

BE_ERKEBEDR
REERMGERA
ML ERE -

FEZBRREWNE
g

/i

Significant
unobservable inputs

BEHEBH ABRNRE fEER EXTABEBAE
Credit linked obligation note Price quote Price quote
EREGARERE HKE HKE

Private credit funds and interest in
a joint venture

AAEREERRGELXMNER

Preference share liability

BEERERE

Third-party interests in
consolidated funds

REGESNE=RSR

Net asset value
EEFE

Discounted cashflow

HRASRE

Net asset value

BERE

Net asset value
EEFE

Expected distribution from
underlying fund investment
per annum and net asset value
of underlying fund investment

SERBESREURNEBESR
BEERENESRD K

Net asset value

BERE

65



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4 FREVNSHERERHE)
MANAGEMENT (Continued)
(a) Risk management objectives and policies (a) EREEEERBERERNSEHE
for mitigating insurance and financial risk B RO B R (48
(Continued)
(ii) Financial risks (Continued) (i) =@EEE
(5) Equity price risk (Continued) (5) REREEE)
Fair value measurement (Continued) RABENE(E)
(1) Financial assets and liabilities (1) RoOAEBETEN
measured at fair value tREERARE
(Continued) (#&)
Valuation techniques and inputs E_ERANE=FE
used in Level 2 and Level 3 RAAIEETEH
fair value measurements for F #9118 5 17 7 B
those non-insurance contract A B H RS [EHE
related assets and liabilities BEEMNEE (&
(Continued)
A description of the sensitivity HRIERBESREME
of the estimated fair value HE=EBREEMN
to changes in the significant BEER #HFA
unobservable inputs for AREEHERTH
those non-insurance contract B ABEHN
related level 3 asset and BREMITNT :
liability classes is as follows:
Fund investments — the EerRE — HE
fair value of private debt HSEBAREXR
securities investment fund EEELEEESR
and interest in a joint venture BEREELABEE
holding is based on the net SREEESRRE
asset value attributable to EhEEROES
the Group determined by the WA REE- A&
respective fund managers. EEERLZEER
If such net asset value BEEARATHEER
attributable to the Group AEBRERHE
is not yet readily available, EFELREZ#E
adjustments to the fair value fEHEES 2 HE
of the funds are made based RESELEDIRE
on the latest net asset value EeAAEBEEMES
with adjustments based on BEFE

subsequent contribution made
and distribution received by
the Group.

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

ERSREBARAT

—=—

— =

Risk management objectives and policies

for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

TEPHRE

Fair value measurement (Continued)

(1)

Financial assets and liabilities
measured at fair value
(Continued)

Valuation techniques and inputs
used in Level 2 and Level 3
fair value measurements for
those non-insurance contract
related assets and liabilities
(Continued)

Credit-linked obligation note
investment — the fair value
is based on price quote
provided by the arranger of
the note.

Preference share liabilities
and third parties interest in
consolidated funds — the
fair value of the financial
liabilities are determined
mainly based on the fair value
of the fund investments and
credit linked obligation as the
principal investment of the
consolidated funds and the
effective interest of the third
parties in those consolidated
funds.

RigMEEEREE &)

(a) EREZEEEREERRANEHE

B BUR ()

(i) LREEB &

(6) RiEmRpE (&)

V2N
D

(1)

BEFEE)

BAREESEDN
THEERAES

FEZERANE=FE
KRR IEEG B
B 9 12 18 5 17 7] 8
A B FF 1R Bz & 6] 46
BEENERE (&

ERERESEAE
BRE AAEBE
ERNAEEREN
HE -

BEERHEBEMR
MAEHEENE
EE=EHE —
TRHEENARE
EXERBEEER
ENARBENE
RELZXNEBER
EHEETNEIER
EME=ZTRZE
ENESHNERRE

IHIETE o
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

MANAGEMENT (Continued)

INSURANCE AND FINANCIAL RISK

(a) Risk management objectives and policies
for mitigating insurance and financial risk

(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

Fair value measurement (Continued)

(1)

Financial assets and liabilities

LB SIT)

RigMEEEREE &)

(a) EREZEEEREERRANEHE

F‘?E’JBZ%( g)

(i) ZHBEREE)

(6) RiEmRpE (&)
DIREEFEE)

measured at fair value tHMEERERE
(Continued) (%)
Valuation techniques and inputs BZELRAE=
used in Level 2 and Level 3 Z\‘fB /‘EE#E/‘%
fair value measurements for ﬁﬁ/ﬁﬁﬁfﬁffﬂf
those non-insurance contract ABEHREE
related assets and liabilities BEEHNEE (&)
(Continued)
30 June 2020 31 December 2019
k- S 3-3 —E-hE
AB=tH +—H=+—H
Effect on Effect on
profit after profit after
Change in the relevant tax and tax and
equity price risk HERERR retained retained
variable: SR . % profit % rofit
¥Tﬁf§/m%| BB ZRF
MR ER MR EA
E’JE’& E’g ?&ﬂ
HK$’009 HK$"009
FET FET
Trust type fund products fSFEEHESER
Increase 120 5 1,139 5 1,153
Decrease e (5) (1,139) (5) (1,153)
Joint controlled entity HE RS
Increase 121 10 9,229 10 10,027
Decrease B (10) (9,229) (10) (10,027
Private credit funds AAERES
Increase 120 10 62,539 10 64,980
Decrease o (10)  (62,539) (10)  (64,980)
Credit linked note ERBLEAZEE
Increase 210 NA - 10 2,681
Decrease e NA - (10) (2,681)
Preference share liability BLRERE
Increase 12 10 - 10 —
Decrease B (10) - (10) -
Third party interest in RaftELm
consolidated fund ShHER
Increase E?J 10 (21,263) 10 (22,916)
Decrease D (10) 21,263 (10) 22,916

YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a) Risk management objectives and policies
for mitigating insurance and financial risk
(Continued)

(ii) Financial risks (Continued)
(5) Equity price risk (Continued)

Fair value measurement (Continued)

(1) Financial assets and liabilities
measured at fair value

RigMEEEREE &)

(a) EREEEERBERERNSEHE
BB IRER (48 )
(i) ZHBEREE)
(5) HRERE (&)
DAREBETE(E)

(1) BAAREBEETEWN
THEERAES

Fﬁﬁﬁmﬂ%.ﬁf‘ﬁ’_\j
—ECEFRHRE

(Continued)

(&)

The movement during the AHERE=ZER
period in the balance of Level RABETENE
3 fair value measurements is EREBANT
as follows:
Financial assets at fair value URAAREEFEA
through profit or loss HEBE T ABDZ
THEE
2020 2019
—E-EF —E-hEF
HK$'OOO HK$’000
FET FET
At 1 January n—AB—H 807,641 721,200
Capital injection/purchase /EEE/ BE 173,973 125,021
Net realised (loss) gain 2% IR (E518) &
,qagﬁ (16,257) 4,636
Settlement on disposal HELZE (40,635) (83,299)
Exchange alignment IMERRITEERR (3,596) (1,473)
Fair value change of BREWNAREME
investment #E (173,061) 12,799
At 30 June RANB=+H 748,065 778,884
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4 RENEEEREEE)
MANAGEMENT (Continued)
(a) Risk management objectives and policies (a) EREEEERBREARBRNEEHE
for mitigating insurance and financial risk Fe BB ER (48 )
(Continued)
(ii) Financial risks (Continued) (i) ZEEE(E)
(5) Equity price risk (Continued) (5) REREEE)
Fair value measurement (Continued) RABENE(E)
(1) Financial assets and liabilities (1) ROAEBETER
measured at fair value TRMmEERERE
(Continued) (#&)
Financial assets at fair value UAREEEA
through other comprehensive HEFHAREME
income (debt securities) B2 %M EE
(EHFEZE)
2020 2019
g g 253 —E-NEF
HK$°000 HK$°000
FET FET
At 1 January m—HA—H 4,450,348 3,626,407
Purchase g 161,340 245,476
Settlements ®E (118,250) (54,425)
Net realised loss to profit or T ABZHNC R
loss FER (135) (278)
Net unrealised gain to other T A Hfb2mE K
comprehensive income B R 30 IR 72,113 253,304
At 30 June RAB=1+H 4,565,416 4,070,484

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Fﬁ%éﬁﬂ%lﬁﬁﬁ"j

_?_

Risk management objectives and policies (a)
for mitigating insurance and financial risk

(Continued)

(ii) Financial risks (Continued)

(56) Equity price risk (Continued)

TEPHRE

Fair value measurement (Continued)

(1)

LB SIT)

4 RENEHEAREEE)

EEEREEEREERBRANSEE
B B BRER (4F)

(i) ZEEE(E)

Financial assets and liabilities
measured at fair value

(5) KREmEE)

DMREEFEE)

(1) BRAABEFERN
THEERAS

(Continued) (4&)
Financial assets at fair value TEEEHEZET L
through profit or loss under AIEEES HE
overlay adjustments Bisf A B zeH
BE
2020 2019
—E-EF —E-NE
HK$’000 HK$’000
FET FET
At 1 January n—B—H 1,749,677 1,403,208
Cost of investment purchased & A RYI%E B A 152,572 185,724
Distribution received U 2 89 2 i (82,892) (118,506)
Earnings reinvested BEHRRENWE 42,816 31,737
Net realised gain BB F R 216 930
Settlement wE (4,528) (3,802)
Net unrealised loss to other st A H#h 2 Uk
comprehensive income iﬁiﬁ;‘gﬁiﬁ (55,740) (1,195)
Foreign exchange impact IMNEFE 72 (81)
Transfer into level 3 EAELE=FEH - 5,119
Transfer out of level 3 EHE=ER - (12,796)
At 30 June RANB=1H 1,802,193 1,490,338
Financial liabilities at fair value UARIEEFEA
through profit or loss HEE A B2
THEE
2020 2019
—E-EF —E-h1EF
HK$’000 HK$’000
FET FET
At 1 January m—HA—H 630,569 503,130
Share issued/contribution BRE2IT,
received g k= 37,657 131,787
Distribution to third party PWMEE=FH
investor BEA (1,519) (10,670)
Fair value change DNREEEE (54,112) 9,674
At 30 June RAB=1+H 612,595 633,921
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

(a)

Risk management objectives and policies

for mitigating insurance and financial risk

(Continued)

(ii) Financial risks (Continued)

(5) Equity price risk (Continued)

Fair value measurement (Continued)

@)

72

Fair value of financial assets
and liabilities carried at other
than fair value

The carrying amounts of
financial instruments carried
at cost or amortised cost
were not materially different
from their fair values as at 31
December 2019 and 30 June
2020 except for the following
financial instruments, for
which their carrying amounts
and fair value and the level
of fair value hierarchy are
disclosed below:

LB SIT)

4 RENEHEAREEE)

(a)

EEEREEEREERBRANSEE
F‘?E’JE&%( g)

(i) ZHBEREE)

(6) RiEmRpE (&)
DIREEFEE)

)

Fair va

¥

i

A REEI R
MEMEEREE
A REE

7 £ B 3% pR AN B
ERAARNER
IEE’JE_EEEE ;

g—ii/\ﬁ
'|'E|E'J’_\Juf‘:ﬁ
TH'“"':F‘

E ' EEEELEJE >

AIREBEBERARE
ERERKENT :

lue measurements as at

2020 30 June 2020 categorised into
}\J‘A ?—?ﬁ/\ﬁ -I-EH/J
23-%5 HEDE
Carrying

amount  Fair value Level 1 Level 2 Level 3
RAGBE LQAEE F1EBR  $2BR  E3ER
HK$'000  HK$000  HK$'000  HK$'000  HK$'000
TA7r &7 &7 TE7n &7
Debt securities EHES 19,776,137 23,448,322 - 20,685,556 2,762,766
Mortgage loans ERER 6,677,698 7,005,034 - - 7,005,034

Fair value measurements as at
2019 31 December 2019 categorised into

RZB-nE+-A=t-HK

“2-hf HESE
Carrying

amount  Fair value Level 1 Level 2 Level 3

EHEE AABE F1ER  F2BR  F3ER
HK$°000  HK$'000  HK$'000 HK$'000  HK$'000

FiE7x tEr  FEr  FEr FET

Debt securities ERES 18,511,569 20,811,021 — 18,087,374 2,773,647
Mortgage loans BHRER 6,881,023 7,240,918 = — 7,240,918

YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

4 INSURANCE AND FINANCIAL RISK 4 RENEEEREEE)
MANAGEMENT (Continued)
(a) Risk management objectives and policies (a) EREEEERBERERNSEHE
for mitigating insurance and financial risk Fe BB ER (48 )
(Continued)
(i) Financial risks (Continued) (i) ZmEEEE(E)
(5) Equity price risk (Continued) (5) REREEE)

Fair value measurement (Continued) RABENE(E)

(2) Fair value of financial assets 2 FEAAREETYEE
and liabilities carried at other NemEERERE
than fair value (Continued) HAREEGE)
Mortgage loans — The fair EKHEER — KT
value of mortgage loans EFNDIARBERE
is established using a AEREAIR -
discounted cash flow method 2 H3 A AR UK A
based on credit rating, HERIRIE &R 2
maturity and future income. BE - BREIKRIR
The fair value for impaired EXNAREEER
mortgage loans is based on RUERERF R
the present value of expected BRIR A FEHA R SR 3IR
future cash flows discounted EREMBERIK
at the loan’s effective HFR(MRERZIE
interest rate or the fair value HR)NAAEE -
of the collateral if the loan BEIR R KiE A
is collateral dependent. S(TR)BEHLD
A significant increase/ REEN KRR
(decrease) in the discount rate /(3Ehn) °

would result in a significant
decrease/(increase) to the fair
value.

B EREEERAT
BE B IS



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

5(a) NET INVESTMENT INCOME 5(a) R & WA E5E

Six months ended 30 June
BZA~BA=1+HIEAEAR

2020 2019
i —E-hF
HK$’000 HK$°000
FHET FHET
Interest income from unlisted debt AETBEERSRBEFER 2
securities and mortgage loans FEWA 986,207 862,314
Bank and other interest income RIT R EMF S WA 9,261 22.036
Net realised gain on disposal of HEEEUAABEFERHR
securities designated at fair value BEHHABREcRECCE
through profit or loss H U= HER 65,221 107,699
Net unrealised (loss)/gain on financial LURQREBEFEAEESETA
asset and financial liabilities BRvEREEREHMAE
designated at fair value through profit ~ZREIH (EE) W FEE
or loss (451,642) 687,265
Net realised gain (loss) on fair value DARBEFEAESEFTA
through other comprehensive income  HEfth 2 [ Uk 5 & # 85 X AN /Y
and amortised cost debt securities BEEEH 2B EE NS
(BEB)F5 16,045 (5,160)
Impairment loss (made) reversal of BERANERESZ
amortised cost debt securities (BFHR)REBEEE (50,748) 11,778
Impairment loss of fair value through LA REBEFEEESETA
other comprehensive income debt Hib2HEINB 2 BIEESE 2
securities WIEEE (95,125) (40,447)
Dividend income BREWA 110,756 61,339
Net derivative gain/(loss) PTETAEWE (FE)FHE 90,612 (52,936)
Net unrealised (loss) /gain of fair value BEFHETULUARBEE
through profit or loss financial assets HHZ BT ABEZERE
under overlay approach E2RER(EHE)/
Wi R (239,075) 101,838
441,512 1,755,726
Total interest income on financial assets not BE-SE-ZFA=1THILHB  F
at fair value through profit or loss amounted UARBEstEEESETAERZERM
to HK$986,271,000 for the period ended 30 BEZABE W A 458 A 986,271,000 8
June 2020 (for the period ended 30 June 2019: T(BEZZE-NAFRA=Z+THLEB:
HK$865,456,000). 865,456,000 78 7T ) °

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

5(b) OTHER INCOME

5(b) H g A

Six months ended 30 June
BZA~BA=1+HIEAEAR

2020 2019
—EZEF —ZT-hEF
HK$’000 HK$’000
FET FET
Net gain on disposal of subsidiaries HEMBAR  EHERRE
and deemed partial disposal of EWERAT D HENKE
associates/consolidated funds HER - 208
Trustee fee income EEBEWA 13,064 12,993
Income from modified coinsurance LIS HEBREUA 398,651 124,995
Other income Hilgr A 52,937 21,358
464,652 159,554

6 NET POLICYHOLDERS BENEFIT

6 FREFEALH

Six months ended 30 June

BEAA=tTHLLAEA

2020 2019
—B-EHF —E-NEF
HK$°000 HK$°000
FET FET

Net claims, policy benefits and BRUFRE - REANNERE
surrenders 201,632 231,915

Interest credited to policyholders’ REFE ANFERETFE

deposits 598,736 1,525,940
Dividends to policyholders REFEARE 32,738 2,620
833,106 1,760,475

B EREEERAT
BE B IS
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

BR ¢ A1 28 A
BRBLADEFRI S MBR(FFA)

7 PROFIT BEFORE TAXATION 7

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

Six months ended 30 June
BZA~B=1THIEAEA

76

2020 2019
g g 253 —E-NF
HK$'000 HK$’000
FET FET
Staff costs BT RA 223,008 237,340
Six months ended 30 June
BZA~A=1+HIEAEAR
2020 2019
g g 253 —E-NEF
HK$’000 HK$°000
FET FET
(Restated)
(&)
Other operating items Hihike=m g
Auditors’ remuneration ZEEM £ 4,945 5,779
Legal and professional costs EERBXERER 7,211 4,014
Lease payments — property rentals HEMNRE — WEHS 2,460 5,715
Amortisation of value of business Uy B TS B (E Y
acquired 98,617 31,501
Amortisation of deferred acquisition IEFE{R BEXE 1S AN AN (Y # 85
cost 200,334 127,095
Depreciation and amortisation on MERZBNHMOBELEEN
property and equipment and other EREH
intangible assets 75,918 67,715
Impairment loss (reversal) on: WERE(EE) :
— Other accounts receivable — HihEURERRK (550) 24
Information, data and communication &E&fl * BiIERBEAHEX
expenses 11,800 12,710
Net exchange (gain)/loss SN (W2 ) BB F 5 (4,206) 24,096

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

7 PROFIT BEFORE TAXATION (Continued) 7 BREARR (&)
Six months ended 30 June
BEXA=+HLEAEA
2020 2019
—ECZEF —E-NE
HK$°000 HK$’000
FET FET
Finance costs BE KA
Bank loan interest IRITERRE 32,333 29,621
Lease liabilities HEAE 4,727 5,283
Preference share liability BEREE 11,583 11,425
Other interest expense HiF 2 H 202 659
Shareholder’s loan interest BRRERFE 39,708 =
88,553 46,988
8 INCOME TAX IN THE CONSOLIDATED 8 HmEWBERZFEBH

INCOME STATEMENT

(a) Taxation in the consolidated income
statement represents:

(a) FREWBRZBWBERE :

Six months ended 30 June
BEAA=1THILKEAR

2020 2019
—E-EF —ZE-hEF
HK$’000 HK$’000
FET FET
(Restated)
(Eik)
Current tax ZREABEIE
Hong Kong B8
Provision for the year INEF A 23,664 23,606
Overseas ST
Provision for the year rEEEES 554 263
Under-provision in respect of DUEFFEEHETR
prior years 101 213
24,319 24,082
Deferred tax EEDLIE
Origination and reversal of temporary = ENELMNED
differences (22,936) (24,891)
1,383 (809)

B EREEERAT
BE B IS
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Notes to the Condensed Consolidated Interim Financial Statements

8

10

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (Continued)

(@) Taxation in the consolidated income
statement represents: (Continued)

The provision for Hong Kong Profits Tax is
calculated by applying the estimated annual
effective tax rate of 16.5% (2019: 16.5%) to
the six months ended 30 June 2020, except
for one subsidiary of the group which is a
qualifying corporation under the two-tiered
Profits Tax rate regime.

For this subsidiary, the first HK$2 million of
assessable profits are taxed at 8.25% and
the remaining assessable profits are taxed at
16.5%. The provision for Hong Kong Profits
Tax for this subsidiary was calculated at the
same basis in 2019.

Taxation for overseas subsidiaries is
similarly calculated using the estimated
annual effective rates of taxation that are
expected to be applicable in the relevant
countries.

EARNINGS PER SHARE

The calculation of basic earnings per share
is based on the profit attributable to equity
shareholders of the Company for the period
ended 30 June 2020 of HK$109,181,000
(six months ended 30 June 2019 (restated):
HK$97,365,000), and the weighted average
number of shares in issue during the period
ended 30 June 2020 of 3,207,904,727 (30 June
2019: 3,207,904,727).

There were no potential dilutive ordinary shares
for the six months ended 30 June 2020 therefore
basic earnings per share equals to diluted
earnings per share six months ended 30 June
2019: basic loss per share equals to diluted loss
per share.

DIVIDEND

The Board did not declare the payment of an
interim dividend in respect of six months ended
30 June 2020 (2019: Nil).

8

10

B4R & P 5 Bt 3 R A B R

LB # S T)
mEWERZAEHRE)
(a) HmEWBRZBBWBBHAKR (&

EEAANESHBENRBE_ZSE_-Z
EXA=THIEASBEBWNMGEEE
EEBRHE16% (ZZE— L& :
16.5%) 55 @ EAREE/N — B

B2 BTSRRI 1S B R4 BR
Gh o
MZMBLARME » E2008E T

W FERR BB AR 8.25% HH 82 T
JE 3R % F Al 32 16.5% @B © EZ
MEBLDaMNEBRE mﬁéﬁ?
—NWENHEREEFNE

5 90 I 2 ) 80 BB 7 45 FR 7R A3
FA A BB B R 0 1 31 68 R B M B 2
HE

BRAEF

BREABADIREE=-ZE=_ZF A
= tHIEHB AR B EERRENR
#109,181 000/%713(%1—7 FLE R
H_+E|u:/\ﬂilﬁ(iz¢) 97,365,000
BT)IRBE-ZE-_ZEF<A=1H
LEHEARAEBRTRMOD ZMEFHOH
3,207,904, 727 R(ZE - ESB =1+
H :3,207,904,727 f%)st&E -

BE-Z-_ZFXA=+tHLEAREAR -
AEEVTEBETHELZER BRER
ERBINERBZEZE—NEFE~A=1
HIEAEENER#BERER  SRER
EIEERSREBEES -

iz =
ESEFERNEE-_ZF-2F X

StHERBERAZFHKRE(ZZE
FE) o

I >

H
b
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

11 SEGMENT REPORTING

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

As disclosed in the 2019 annual report, the Group
is largely dominated by the insurance business
after the completion of the YF Life acquisition.
As a result, management decided to streamline
and regroup the operating segments. Insurance
business is considered as an operating segment
and other operating segments that existed prior
to the acquisition are consolidated as other
financial services and corporate to reflect the
long term business development focus.

Consequently, the Group currently has two
operating segments:

(i) Insurance business — engage in the writing
of long term insurance business

(i) Other financial services and corporate
includes

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

(b) Asset management — provision of fund
and asset management services as well
as financing and investing solution for
clients;

(c) Consultancy and advisory services —
provision of corporate advisory, placing
and underwriting advisory services to
clients;

BeMEBERAT
BE B IS

2 EHRE

REDBIORBARXAHNTESHEN
I PR T fh 2R IR % AF H SRS MR E 2 3]
EMEE - AEB2KEEBHREH
ERMEERFTIRME 2 E R IR(E B E
THERER FAEERELEBAR
—ERBEEBEN  RUZEMER
BWRrAE 2 BB R TG 2B REE K

EHHFR o

RU—ZE-—NFFHRARE BWEE
BREUAKR  AEENETEXBER
o ALt EEEREMLNEALS
D8 RBEBHASLEE DI » Al
RUBB2AFENREI B REM
TRURBEM D RRE - URERER
HEERZ-

FREL > REBBREMELE D

(i) REEL — RERIRBEBD
AR

(i) HAbE@ARHEMN D RRE

(a) BHEL — REIBHLLE
% RIBHITEREE AR
7%

by BEEEE — RHEESNEE
EERE URBFFHIER
BEMBREMRTR

(c) EEBERFARE — BEFRE
it EEMAER o
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

11 SEGMENT REPORTING (Continued)

(i) Other financial services and corporate
includes (Continued)

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

(¢) Financial technology - provision
of technology business solution
including system setup, upgrade and
enhancement to clients; and

(ff Corporate service includes central
administrative and financing functions
to support other operating segments.

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

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

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

2 EHRE (F)
(i) H=BRBN QRS (EF)

d) EERE — FAER1)ZHH
5 B am DA IR B TR [ B
EENESRUEME)ERE
cEEENX EARSRGE
TRMEEEEEERAT
B SBRETANEME
BRERSEEEAMNB TR
EEENER -

() TRMEE — MFFREM
RMEBBERALR  BREES
RE ~ FHRMES AR

() AIRBEEZHLLEES
BT R A RRABAE -

AHED DL ETRRERKEE RGN
FEMBHKRAKEERER

DEHBAERSELE DRI BEFELEN
WA DEERAESRZERDERG
B=ZRFH2—REXERMETS
250 BE R

DWEBEEERDMBEBIEAARE
REEEERVYBERN(REBEAML
B —RITBRYBHAX  HERFE
B EZRHELERR - WIHIAE
BRNEBERTEIELERREFERD
BERRRACAECHEEE -
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

11 SEGMENT REPORTING (Continued) 11 o#HE(E)
(a) Segment revenue and results (a) DB ARESE
For the period ended 30 June 2020 BE-Z_ZEFXA=1+HILLHA
Other
financial
Insurance services and
business corporate Total
Htr SRR
RIBEHK HATRRE “m
HK$°000 HK$°000 HK$°000
FAT FET FET
Premiums and fee income RERERWA 2,852,246 - 2,852,246
Premiums ceded to reinsurer PHRE (617,522) - (617,522)
Net premium and fee income REREAUAFE 2,234,724 - 2,234,724
Change in unearned revenue liability REMUAERLE (318,291) - (318,291)
Brokerage commission, interest and other &&ZHE + FEWAF
service income H AR WA - 11,348 11,348
Subscription, management and rebate fee 28+ EEEREREWA
income - 2,147 2,147
Consultancy and advisory income BRERZAERA - - -
Revenue from external party REIMBAL 2 WisE 1,916,433 13,495 1,929,928
Inter-segment income AHEWA 866 4,595 5,461
Reportable segment revenue AHEPTBURA 1,917,299 18,090 1,935,389
Allocated net investment income, other ~ BABBRERA TR + HitEE 1y
operating income and gains AR M 1,257,897 (92,059) 1,165,838
Share of result of associates BENRZENE - (1,567) (1,567)
Allocated operating costs B2 B E AR (2,664,056) (79,850)  (2,743,906)
Allocated finance cost EARBERK (3,776) (12,674) (16,450)
Reportable segment profit/(loss) THRESHFE,/ (FB) 507,364 (168,060) 339,304
Elimination of inter-segment profit BEER R TiEEE:] (1,200)
Reportable segment profit derived from  AEBRBIMIA L2 THRE D
Group’s external customers A 338,104
Unallocated legal and professional and ~ RAEAZEREEREthEEHT
other operating expenses (2,462)
Unallocated finance cost RO BEE KA (72,104)
Taxation A (1,383)
Profit for the period PN: i g 262,155
As at 30 June 2020 RZZEZZEA=1H
Reportable assets HREEE 74,934,064 2,483,701 77,417,765
Reportable liabilities HEEE (58,364,048)  (5,088,011) (63,452,059
As at 31 December 2019 RZZE-NF+=A=1+—-H
Reportable assets AREEE 71,464,563 2,100,893 73,565,456
Reportable liabilities THEaE (55,422,342)  (4,446,476) (59,868,818
EsmEEERAR

BE B IS
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

11 SEGMENT REPORTING (Continued) 11 o#HE(E)
(a) Segment revenue and results (Continued) (a) DEBWRARELE(E)
For the period ended 30 June 2019 BE-_Z—hhE~A=1+HILHH
Other
financial
Insurance  services and
business corporate Total
Hith SRR
REEE  N2ARE 5
HK$°000 HK$000 HK$’000
FAT TET FAT
(Restated) (Restated)
(Eift) (Eift)
Premiums and fee income RERERWA 2,381,792 - 2,381,792
Premiums ceded to reinsurer THRE (323,445) - (323,445)
Net premium and fee income RERERARAFE 2,058,347 = 2,058,347
Change in unearned revenue liability REBMUPAERLT (377,534) - (377,534)
Brokerage commission, interest and other &&Z% + A B WA E AR
service income KA - 4,126 4,126
Subscription, management and rebate fee 2%+ EEEREREWA
income - 5,837 5,837
Consultancy and advisory income BRRZEABRA - 687 687
Revenue from external party REMBA Lz Wiz 1,680,813 10,650 1,691,463
Inter-segment income P EEMA 907 2,014 2,921
Reportable segment revenue BE Rl ON 1,681,720 12,664 1,694,384
Allocated net investment income, other B BREWMAFE « HtS2
operating income and gains AR Wz 1,783,262 45,772 1,829,034
Share of result of associates BENRZENR - (1,114) (1,114)
Allocated operating costs B BREE KA (3,113,722) (109,515)  (3,223,237)
Allocated finance cost £ 2 RaERR (3,916) (13,446) (17,362)
Reportable segment profit/(loss) HRES DA/ (BE) 347,344 (65,639) 281,705
Elimination of inter-segment (loss)/profit ~ A[$k& 2EF(B1R) /FIEL 8 —
Reportable segment profit derived from  REEREMEA T 2 THE DL
Group’s external customers eyl 281,705
Unallocated legal and professional and ~ AP EFEREER AL £M%
other operating expenses (45,697)
Taxation B 809
Profit for the period REBREIER 236,817

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements

11

12

13

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

SEGMENT REPORTING (Continued)
(b) Geographical segment information

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

(c) Information about major customers

No customer account for more than 10% of
the total revenue of the Group for the period
ended 30 June 2020.

PROPERTY AND EQUIPMENT

During the six months ended, 30 June 2020, the
Group acquired approximately HK$9 million of
property and equipment and HK$57.8 million of
computer equipment.

GOODWILL AND VALUE OF BUSINESS
ACQUIRED

During 2019, the Group has completed the
valuation of the value of business acquired
(“VOBA”) of the acquisition for YF Life in
accordance with HKFRS 3. The adjustments
to the fair values at the acquisition date of the
goodwill and value of business acquired were
made as if initial accounting had been completed
on the acquisition date as set out in note 2(b)(i).

B EREEERAT
BE B IS

11

12

13

DEIRE (&)
(b) HESIHER

REENEF RENTHEEX
EURNEBIERM o SRR
72 BB A R B A 3 o

(c) FBEXERFZEH

BEEFAAEEEEZE - -ZF
ANA=ZTHLEHEzR@ZBEE10%
BLE -

YRR RME

BE-_ZE-ZEFEANA=1tHLAHEA
AREEBAYIOEBTHYERKE
LIK 5,780 BB TR EPE %1

BAERVEXRENEE

EZE-hER AEECRBE(EBY
B EERNE13ETRE WBEBEBR
BN EERNEE(WEEENE
BEDHNEERSMG AEEREBBREDR
SETEERUWE B C 5K (WM EE2(b)()
Fraf ) SRET P B K BB £ EE R WS B
ZAREBEEHFAE -
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

14 INVESTMENTS 14 RE
At fair value
through other At fair value
comprehensive  through profit Amortised
income or loss cost Total
WAREEE NAAEEHE
BEE®HHA  BHEHHA
A2 ENE B BERA &
HK$’000 HK$’000 HK$°000 HK$’000
T#71 T#7n &1 &1
At 30 June 2020 ZECEERAZTH
Debt securities: BRES
— Unlisted - ¥t 18,125,240 2,436,835 19,776,137 40,338,212
Mortgage loans ERER - - 6,677,698 6,677,698
. 18125240 2436835 26453835  47,015010
Equity securities: BRES .
“Unlsed - “Ee Mg T - Tese2
Fund Investment and others: HERERAM
- Unisted frote @) - ~RLwlEe) I 2370269 T 2,370,269 |
Unit trusts: st
~Unlisted . C “HEEE T s R 7,177,251
Total fam 18,202,102 12,584,355 26,453,835 57,240,292

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

14 INVESTMENTS (Continued)

14 RE(AE

At fair value
through other At fair value
comprehensive  through profit Amortised
income or loss cost Total

NRAEBERNE NAAEETE
BHEHHA  BESEHA

Hiu2EKRE B& B ek
HK$000 HK$°000 HK$'000 HK$°000
FET FET FET FET
At 31 December 2019 “E-NE+ZR=t-H
Debt securities: BRES
— Unlisted - ¥tm 16,040,615 2,571,245 18,511,569 37,123,429
Mortgage loans BRER - - 6,881,023 6,881,023
e 16,040615 257,245 25802592 44004452
Equity securities: BRES .
— Unlisted - ¥tm 17,297 - - 17,297
Fund Investment and others: HERERAM
- Unlisted (note @) - - ktnbEe) - 251204 - 2,511,204
Unit trusts: B
~Unlisted - R - 822820 - 8,229,290
Total fam 16,117,912 13,311,739 25,392,592 54,822,243
Notes izt
(@) On 28 February 2018, the Group has entered a (@ MRHRZZE—NFZA=Z+/\H AEEHESZ

strategic fund management agreement with another
well-established financial institution. By sharing
the operating and financing decision making power
through the agreement, the Group is no longer
considered to be the principal of Majik Access USD
Fund 2 LP. After the deconsolidation, the Group
elects to measure its 34.04% investment holding
in Majik Access USD Fund 2 LP held through a
venture capital organisation, an indirect wholly
owned subsidiary, at fair value through profit or
loss as management measures the performance of
this jointly controlled entity on a fair value basis
and considered to be exempted from applying the
equity method. The valuation process and fair value
information for the joint venture measured at fair
value through profit or loss set out in note 4. As
of 30 June 2020, the carrying value of the jointly
controlled entity amounted to HK$92 million. (31
December 2019: HK$100 million).

B EREEERAT
BE B IS

—SRANCHEERETERESTE
g - BRHEL ZEE BB ARRE
AEBTBHEEAEEABEITES?
WHEBEEA - IFDE > REBEREL
AREEFEBESH T ABENG AT
EEBEREAAZ(BEEEWELQR)
BEREABEZTES29M34.04%
RELZER BAEEEBUAABEEES
EZHREFERNES HERARR
HAEDRE - AR CENGHERERAR
EEENUAAEEFEEHEHFTA
BiE WRKHE4FHEH - BEZE-FF
ANEB=1TH HEEZEHSENREES
9,200BBIT  (ZZE—hEF+-A=1+—
H:1{E8xT)
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Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

14 INVESTMENTS (Continued)

Notes: (Continued)

(b)

Investments of HK$6,153,586,000 (31 December
2019: HK$5,609,487,000) have been pledged
in favour of Autoridade Monetaria de Macau to
guarantee the technical reserves in accordance with
the Macau Insurance Ordinance.

The portion of the investments that is expected to
be recoverable within one year is HK$10,381,406,000
(31 December 2019: HK$8,030,003,000) and the
portion that is expected to be recoverable after more
than one year is HK$46,858,886,000 (31 December
2019: HK$46,792,240,000).

As at 30 June 2020, the investments were
determined to be impaired on the basis of expected
credit losses model. Impairment losses on these
investments were recognised in the condensed
consolidated income statements in accordance with
the Group accounting policy.

The maturity profile of the Group’s debt securities
and amortised cost investment is as follows:

14 RE(AE

Bat - (&

(b)

(c)

(d)

5 #6,153,586,00058 Tt (= & — f &
+=HA=+—H :5,609,487,0003%8 T )
WRECHEBNEMESER  URBFRE
CRPYRBRARBINE H BT o

Eir—FRAATREBNBRERD B
10,381,406,000 8 T(=ZE— L E+= A4
=+—H :8,030,003,0008T) » B
B—FE TR EIRIEE2 A 46,858,886,000
BrR(ZE—-—hE+=ZA=+—8:
46,792,240,0008 7T) ©

BE-Z-ZHFAA=1+H  REFEHE
AEARHECEERRENRE - ELR
ERRESEREANEENS T BHERED
HGRERERPER

FEBNEBR SR BERFRENEH
BRWT -

At At
30 June 31 December
2020 2019
R-ZB-ZF R=ZE—h%F
ANA=1+H +=—A=+—H
HK$°000 HK$’000
FET FET
Fixed maturities due in [E & 2| HA B R

— 1 year or less —1FERFE 565,816 328,884
— 1 to 5 years —1&E55 5,082,708 4,207,276
— 5to 10 years — 5Z10% 10,934,369 11,157,433
— More than 10 years — 10F U E 23,755,319 21,429,836
40,338,212 37,123,429

Mortgage loans due in I 19 B X E EREA PR
— 1 year — 14 385,759 243,807
— 2 years —2%F 285,727 308,762
— 3 years — 34 406,220 202,481
— 4 years — 4% 520,668 800,110
— 5 years — BEE 626,834 364,593
— More than 5 years — 5FLE 4,452,490 4,961,270
6,677,698 6,881,023

YUNFENG FINANCIAL GROUP LIMITED

Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

14 INVESTMENTS (Continued) 14 RE(E
Notes: (Continued) W (B
(f)  Interests in collective investment schemes (f RESREFENES
()  Included in financial assets designated at fair () EBEEEBRGEETBRRERFUAA

value through profit or loss on the condensed
consolidated statement of financial position
are certain investments in collective investment
schemes which have been designed so that
voting or similar rights are not the dominant
factor in deciding who controls these schemes.
These collective investment schemes include
investments in unit trusts and limited liability
partnership established by third parties. These
schemes provide the Group with a variety of
investment opportunities through managed
investment strategies.

Owing to the passive nature of these
investments, the maximum exposure to loss
from these interests is limited to the associated
equity price risk (see note 4) and the capital
commitments. The maximum exposure to loss,
which represents the maximum loss that the
Group could be required to report as a result of
its involvement with these collective investment
schemes regardless of the probability of
the loss being incurred, is equivalent to the
carrying amount of these investments.

In addition, the Group’s subsidiary, YF Life
Trustees Limited is the sponsor of Mass
Mandatory Provident Fund scheme (‘MPF
scheme’) as specified in the respective trust
deeds. Management fee and trustee fee income
that the Group recognised in profit or loss in
return for the administration services provided
to MPF Scheme that the Group sponsored
amounted to HK$4,184,986 (for six month
period ended 30 June 2019: HK$14,865,000).

The policyholders invest directly into such MPF
scheme, as such, the Group did not transfer
any of its own assets into these schemes
during the reporting period. Management
actively monitor the compliance with the
respective regulation requirements in order to
minimize losses arising from reputational risk
and regulatory compliance risk.

ERSREBARAT
T_TEPHERE

REBEFEEEEHFAREZE
MEEREEAREFETHEL
RE BERENRAEBRER
BOUER R R ORE MBS L
BWETERE - BLEERKRETE
BERE=ZSEINBENLEENE
REFEBEENRE - SLTE
BREERAERBAAEEREMRS
BREKSE -

HRZERENWB T ELFH
B9 B K18 K B B il O 2 PR A AR BA Y
REEKERZENES) MER
B BERBXRARREAEER
SHELEESREEMEAEZ RN
RAREBXR TNRAEEBRNVAEE
RN ZERREERELEREN
SREIEME -

Lo AEERNHE QR - BEER
ERRXAIBEEREETZNIAEBRN
ARRREMAREEAE(RES
SR DMBEA - AEBERED
BANEBEERZTIAER R
6] 7S 5% (8] 3% A 9 S AR & wT B R AT
B BR 7% #Y (8] 7 7% 4,184,986 78 T (&
E-E-NAFEARA=ZTHLEAEAR
HAR : 14,865,000 7T) °

REFEABERENRZBESE
- Bt - AEERHRS RN E
BHEMEEEBREZSTE B
EEEAREEHEAREEERNSG
BER  UBERDZERRME
ERRARTRMER



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

15 INSURANCE AND REINSURANCE 15 BRRERBREEREX
RECEIVABLES
At At
30 June 31 December
2020 2019
R-BZZ2F R-ZT-—IF
~A +=A
=+H =+—H
HK$°000 HK$’000
FHET FHET
Loans to policyholders MREFEAEEHNER 2,253 2,014
Direct premium receivables EWEERE 10,277 4,743
Reinsurance recoverable A UK B R B BR X 1,735,704 1,572,786
1,748,234 1,579,543
At 30 June 2020 and 31 December 2019, none of Eé\_g_ EEANA=tTHEAR=-E—HNE
the insurance and reinsurance receivables were —|—— =+—B EWEERESABE
past due or impaired. i’]iﬁ@ﬁﬂﬁilﬁkfﬁ °
At 30 June 2020, the amount of insurance and R-ZE-_ZFFNA=1+H BHRBE
reinsurance receivables expected to be settled —FEHETKENEKGEER BRI
after more than one year is HK$1,508,659,000 (31 B 1,508,659 000 BT (Z=E—NE+=
December 2019: HK$1,231,388,000). B=+—H :1,231,388,000/87t) °
16 OTHER ACCOUNTS RECEIVABLE AND 16 HEWERF R ETTWA
ACCRUED INCOME
At At
30 June 31 December
2020 2019
R-ZB-2F R-ZE—NF
/\H —I—:ﬂ
=tH =t+—H
HK$’000 HK$’000
FET FET
Other accounts receivable arising from %2“‘ REENHMEWER
securities brokerage: ;o
— Cash clients — BeEF 40,628 50,200
— Margin clients — REEEF 7,318 11,386
— Clients for subscription of new — BEFRBEARLHE
shares in IPO il 29,997 949
— Clearing house, brokers, fund — BE - REH - ES
managers and dealers EEANRZE 98,808 52,908
176,751 115,443
Other accounts receivable arising from &5 - EERE RS Kk E M FEUR
consultancy and advisory and other BR% & E £ N H BRI
services fee receivables 4,502 11,746
181,253 127,189
Less: allowance for credit losses B ERBKRZBE (1,636) (2,743)
179,617 124,446
The fair value of other accounts receivable E{ﬂ_ﬂ,J?ELB(EE A2 AR EBEEHEEDEE

approximates its carrying amount. o

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

16 OTHER ACCOUNTS RECEIVABLE AND
ACCRUED INCOME (Continued)

(a)

(b)

16

LB SIT)

HL At P& W B R B FERT WA (4

Ageing analysis of other accounts (a) HAFEWRRZERER DM
receivable
The ageing analysis of other accounts 3R & HA R 2 H fl FE U BR 3% (4 B
receivable net of credit losses as of the end EREX)REDTAOT :
of the reporting period is as follows:
At At
30 June 31 December
2020 2019
BA— - qE E/\\\: _j-laffz
NA +=A
=+A =+—H
HK$’000 HK$’000
FET FET
Current e AB 177,869 [ 121,976
Less than 1 month past due BH1EAUT 1,748 1,796
1 to 3 months past due BH1 =31 A - 74
More than 3 months past due BHISEA UL - 600
Amounts past due ik e 1,748 2,470
179,617 124,446

The Group has procedures and policies
to assess the client’s credit quality and
defines credit limits for each client. All client
acceptance and credit limit are approved
by designated approvers according to the
client’s credit worthiness. During the period,
the movement in allowance for credit losses
represents HK$550,000 (for six month period
ended 30 June 2019: HK$24,000 credit
losses made) allowance for credit losses
recovered and HK$557,000 other accounts
receivable written off (for six month period
ended 30 June 2019: Nil).

Balance with related parties

At 30 June 2020, the balance of other
service fee receivables includes fund
management fee of approximately
HK$1,281,000 (2019: HK$1,409,000) due
from a joint venture of the Group.

Fﬁ%éﬁﬂ%lﬁﬁﬁ"j

_?_

TEPHRE

(b)

AREBEREREFRBEFLEER

FrEEEE UWRAERSEFZE
ERFE - FIEEREFZEENRE
EREALEEHMZAKBEERS
F2EHER KNPER  EHE
Kk BENESEEREE REHEERE
A8 %k 2 B 1% 550,0008 T (B &
Zi J‘LE/\}EJ _+ EIJJ:/\ﬂEI)EJ

557000,%7EH{MEHSIEE LY E 8
(= —REASRA=ZTHIER
@A : ,iE:\)o

£ B B 77 Y AL B

R=ZF-ZFHFXA=1H HMfE
W B 7% B B9 A5 BR BLIE 40 1,281,000

# 7L(= % — L& : 1,409,000%
TNEBAEE -KEEERN
HeEHEE o
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

17 OTHER RECEIVABLES, DEPOSITS AND 17 HMEWRIE - BERASFIE
PREPAYMENT
At At
30 June 31 December
2020 2019
R-Z2-2F R=-Z—NF
~A +=A
=+H =+—H
HK$’000 HK$°000
FET FET
Utility and rental deposits KEERERZRS 42,302 42,662
Loans to agents and staff BRERETEEHNER 20,984 32,379
Accrued investment income FESTIRE WA 444,028 421,719
Prepayment and other deposit BNREEMES 128,352 107,744
Other receivable from non-controlling  EHEW — KB A 53R
shareholders of a subsidiary PR ER YRR 18,634 18,634
Derivative financial instruments TTEEmITE 61,043 12,605
715,343 635,743
Less: allowance for credit losses B ERBRZEBE (8,132) (8,232)
707,211 627,511
Notes: Kt

(i) The amount of utility and rental deposits expected
to be recovered after more than one year is
HK$37,665,000 (2019: HK$35,155,000).

(ii) Except for those mentioned above in (i), all of the
other receivables are expected to be recovered
within one year.

(iiiy During the period, there was HK$100,000 foreign
exchange adjustment to allowance for credit
losses (for six month period ended 30 June 2019:
HK$743,000 other receivables written off).

() KEERAARSEHEAEB-—F%&
W B Ky & 48 4 37,665,0008 T (== —H
£ 1 35,155,000387T) °

(i)  BREMFIEES - FTA H e WA S
E—FRlE -

@iy B BMEABRZBEFELHNIINER
#75100,0008 T(HE=-Z—NERA
=+ H1ER{EA : 743,000 7T H b fE iy
FRIAHESH)

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

18 CASH AND CASH EQUIVALENTS, FIXED 18 BERFATEEER  FEHRS
BANK DEPOSITS WITH ORIGINAL R=1{8 A N EHRITFRMBITER
MATURITY OVER 3 MONTHS AND BANK B - ERERBYRF
BALANCE - TRUST AND SEGREGATED
ACCOUNTS

At At
30 June 31 December
2020 2019
R-ZB-ZEF R-Z-IF
/\H +:ﬁ
=tH =t+—H
Note HK$°000 HK$’000
HtaE FET FET
Bank balance — trust and IRITERER — fBRER
segregated accounts BAERFE
Deposit with bank RITER (i) 488,619 478,619
Less: impairment allowance B ORERE (154) (154)
488,465 478,465
Fixed bank deposits with original REHRZR=EAHN
maturity over 3 months IRITEHIFRK
Deposit with bank R (i) 834,958 385,417
Less: impairment allowance B OB ERE - —
834,958 385,417
Cash and cash equivalent RekREEEER
Deposit with bank IRITIER (ii) 300 300
Fixed bank deposits with original REHRZR=MEAHN
maturity less than 3 months IRITEHFRK 131,541 524,567
Cash at bank and in hand RITRFERE 2,251,240 1,644,998
Less: impairment allowance ot ORERE (114) (114)
Cash and cash equivalent in the REMBARR R
statement of financial position HERREEEER 2,382,967 2,169,751

B EREEERAT
BE B IS
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Notes to the Condensed Consolidated Interim Financial Statements

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

18 CASH AND CASH EQUIVALENTS, FIXED
BANK DEPOSITS WITH ORIGINAL
MATURITY OVER 3 MONTHS AND BANK
BALANCE - TRUST AND SEGREGATED
ACCOUNTS (Continued)

19

Notes:

()

(i)

(iii)

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

The Group has made deposit with a bank as security
deposit for bank overdraft facilities.

As of 30 June 2020, the Group has pledged fixed
deposits of HK$309,648,000 (2019: HK$269,250,000)
to banks in favour of the Autoridade Monetaria
de Macau to guarantee the technical reserves in
accordance with the Macau Insurance Ordinance.

INSURANCE CONTRACT PROVISIONS

18 RERALEEHEE FEHRS
R =18 B 89 = H R 1T 7 A R 1TER
B — ERERBYKRFE (&)

Bt -

() ARERITAEBHEIBIRS  UEFE
HERZHRERDXEBBREDELEZEF
RE - KEFFEZREEXESFRAE
REIT 2R ERAE(FFRE))RAUR
FIRBE °

@iy AKREEE-RBITETERER/RTE
REENREE

iy BE=ZZT=-TEXA=1+H &XEEHDE
# A #309,648,00058 T(=Z & — fLF :
269,250,000 7% 7t ) B E & 17 7 & 1 A R
FI£ER » MR F IR BCRP R RBIE
R M e

19 REBEEREES

At At

30 June 31 December

2020 2019

R-ZB-2F RIZE—ILF

~NA +=A

=tH =t+-—H

HK$°000 HK$’000

FET FET

Policyholders’ deposits REIFF ANER 38,384,682 37,556,895
Future policyholders’ benefits REFEARRSLN 9,878,476 8,639,426
Unearned revenue liability REHMAEE 444,005 259,553
48,707,163 46,455,874

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

20 INVESTMENT CONTRACT LIABILITIES 20 REGRAE
At At
30 June 31 December
2020 2019
R-ZB-Z2F R-T-IF
~H +=A
=+H =+—H
HK$°000 HK$’000
FHET FET
Policyholders’ deposits REFE ANER 4,407,003 4,318,445
Future policyholders’ benefits REFHARKGH 61,046 56,656
Unearned revenue liability REHWAEE (2,039) (10,501)
4,466,010 4,364,600
21 OTHER ACCOUNTS PAYABLE 21 HtENERX
At At
30 June 31 December
2020 2019
R-BZZ2F R-ZT-IF
~A +=A
=+H =+—H
HK$’000 HK$°000
FET FET
Accounts payable FEAFBRFR
— Cash and margin clients — BEAREFERFE 588,062 554,471
— Clearing house, fund managers, — BEF-ESBEA
brokers and dealers RERFEERE 30,587 24,074
618,649 578,545
Included in accounts payable are amounts BHRREBERRETSIRETDHARE
payable to clients and other institutions in PAEFREMBEEBINERIFE Z2EFT
respect of the trust and segregated bank REBIBITHREMEMNEZF REMEKE
balances received and held for clients and other 2 FRIEA473,438,0008 T(=ZF — I &F
institutions in the course of conducting regulated +=—HA=+—H 496,572,000 T) °
activities, which amount to HK$473,438,000 (31 FIEEMRARZRERANR—EA AR
December 2019: HK$496,572,000). All of the RIZEREE ©
accounts payable are aged and due within one
month or on demand.
Balance with related parties ERRA B 5 AV AE R
At 30 June 2020, accounts payable of R=F=-_FFAA=+TH BAKHE—
approximately HK$31,000 (31 December 2019: MEEREBEMERN —RGER > BN
HK$15,549,000) are payable to certain key BRMHN31,0008 T (=E—NEFE+=A
management personnel of the Company and their =+—H 15,549,000 ) A ENH
related companies on normal terms of brokerage FTARARAFTEEEBAERHEBEB AT Z
and wealth management business of the Group. FRIE ©
EREREERRAR

SE B PI
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

22 OTHER PAYABLES AND ACCRUED

22 HENRENETREX

EXPENSES
At At
30 June 31 December
2020 2019
R-ZBEZZEF RIZE—hL&F
~NA +=A
=t+H =t+—H
HK$’000 HK$’000
FET FET
Accrued staff costs FEETE TR 51,537 106,125
Commission payables EARE 117,305 204,791
Derivative financial instruments TTEEmITE 83,686 20,366
Premium received in advance AR E 1,919,093 1,583,983
Other payables and accruals HittENRIB R ETER 868,681 521,702

3,040,302 2,436,967

All of the commission and other payables and
derivative liabilities are expected to be settled
within one year.

Premium received in advance is expected to be
settled within one year or on demand.

Balance with related parties

At 30 June 2020, amount of approximately
HK$22,294,000 (31 December 2019:
HK$22,299,000) are payable to MassMutual
International LLC who is a substantial
shareholder of the Company and its affiliates.

At 30 June 2020, interest accrual of
approximately HK$42,326,000 (31 December
2019: HK$2,618,000) is due to Key Imagination
Limited who is the controlling shareholder of the
Company.

FEReREMENRERBITR—F
REEF o

ABRRER R -FARRERES -

BRI N

RZEBEZZEFEFAA=1TH EFERK

z22,294,000f§ T(ZE—-NF+=
B=+—H :22,299,000/8 Tt ) & EN
AAB—FREERRER — MassMutual
International LLC &k HE#& AT Z K18

%—?—vi/\ﬂ -I_El E{TZ'K/L\\T
R IR 3 Key Imagination Limited #9FE
A B 4 542,326,000 T (=2 —Hh
F+=-H=+—H :2,618,000587T) °
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)
23 FINANCIAL LIABILITIES AT FAIR VALUE 23 URABEFEEHESHTAER
THROUGH PROFIT OR LOSS ZEMEs
At At
30 June 31 December
2020 2019
R-BZZ2F R-T-—IF
~A +=A
=t+H EF=E
HK$°000 HK$°000
FET FET
Designated at fair value through EERAAEBESAER
profit or loss
Preference share liability (note 1) BEREBEMZT) 387,525 389,570
Third-party interests in consolidated REHESNE=FERE
funds (note 2) (HzE2) 225,070 240,999
612,595 630,569
Notes: Btat -

The total number of preference shares that can be
issued under the agreement is 500,000 shares for a
total proceed of US$50,000,000. The subsidiary is
obliged to redeem all issued preference shares in 5
years starting from the initial issuance date of the
preference shares. At liquidation, after all creditors’
claim is satisfied, the asset of the subsidiary should
be first distributed to preference shareholders by
redeeming all issued shares together with any unpaid
preferred share dividends. The preference shares are
due for settlement after more than a year from 30
June 2020. The proceed obtained from the issue of
preference shares by a subsidiary of the Group with
the proceed being used to fulfil capital contribution
to a consolidated fund managed by the Group.

The third party interests in consolidated fund
consist of third-party unit holders’ interest in the
consolidated fund which is reflected as a liability
as the fund is to be dissolved and return all capital
to investor in seventh or eighth anniversary of the
respective final closing date of the respective funds.
The end of term of the consolidated funds are more
than a year from 30 June 2020.

*%éﬁ%lﬁ@“j

_?_

TEPHRE

1. REMEBTURTHNELIREH A
500,000 fi% - # 550,000,000 3 T o Fff
BAREBEKERBERANBEITARSE
NEEFEERITELR - FER £/
EEEANZEEREREZ  HELAAN
BEERECEBERFMECHITRAUR
FEAARZNNELBRRESEEELRE
R -BH-Z-_ZFEA~A=1tHEBBE—F
% BERAIBELES NAHERA B
AEBEHMBARRTELKRESRE > I
BETHAKRERAUSAEEEENGS
HERMEE -

2. EHESNFE=FEREEE=FENE
BARGHESHERZ  FRESKER
B WEHEESRALEANELASF
RENBFEEABEERRBELRRES
thﬁ']z'fgﬁﬁ EHESHWHRALAE

EERA=THE—FUL-

_7_
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24

25

26

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

BANK BORROWINGS

The bank loan was unsecured and repayable as
follows:

24

RITRE

RITERBERREN - HEFBUOT ¢

At At

30 June 31 December

2020 2019

R-ZBEZZEF R-Z=—hLEF

NA +=A

=t+H =t—H

HK$’000 HK$’000

FET FET

Within 1 year 1ER® 2,102,656 —

After 1 year but within 2 years 15%EB2FR - 1,498,758
SHAREHOLDER’S LOAN 25 BRREM

The loan is due within one year from 30 June
2020 and the Group has an unconditional
extension right to extend the due date for
another year at the interest rate to be reset
based on prevailing market condition at the time
of exercising the right.

SHARE CAPITAL

Movements of the Company’s ordinary shares are
set out below:

At 30 June 2020

26

ZERB-E-TFAA=THE—F
WEH MASEESBRERESERE
HOBEE-—FHNEN EHRNER
MERBBEREBTEIENEED SR
EHHE o

&N
RABREBRZ2EBHHINT -

At 31 December 2019

R-ZE-ZFXA=1H R-ZE-AE+=-A=+—H
Number Number
of shares Amount of shares Amount
vy 4= £kl RSB 5
HK$°000 HK$°000
FEr FET
Issued and fully paid: BEETRAR 3,223,326,394 9,829,094 3,223,326,394 9,829,094

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020



Notes to the Condensed Consolidated Interim Financial Statements
SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

27 EMPLOYEE SHARE-BASED 27 EERMZTH
ARRANGEMENTS
() Details of the 2016 Share Award Scheme () EFERE - BUERERRBEE 2=
vested, cancelled and modification of - RNERMERTEFE
service condition to Group A Grantee
Grant date on 24 January 2017 #BFH: . —E—+F—HF=-+HH
Number of
awarded  Number of
Number of  Number of shares awarded
awarded awarded cancelled share
shares shares and remains
awarded vested forfeited outstanding
ERFRAR CRERNR CEHERBE BHRTFEER
BEE BHE RFRHOHE FROHE
Vesting date BEAH A B C F=A-B-C
As of 31 December 2018 BE_Z-N\E
+ZA=1+-B 20,190,000 7,882,500 5,962,500 6,345,000
Movement for the year 2019 —Z— f E& 5
4 May 2017 —E-tERANA - - -
4 May 2018 —2-\¥HAMA - - -
4 May 2019 “E-NFHAANA — - 1,662,500
4 May 2020 —E-ZERANA - — 1,637,500
4 May 2017 “E—tFRANA 5,047,500 4,510,000 537,500 -
4 May 2018 “E-N\EHAMA 5,047,500 3,372,500 1,675,000 -
4 May 2019 - ﬁﬁﬁﬁ A 5,047,500 - 3,537,500 1,510,000
4 May 2020 “ECEFERAMNA 5,047,500 - 3,512,500 1,535,000
As of 31 December 2019 BEZE-NF
+=ZB=+-H 20,190,000 7,882,500 9,262,500 3,045,000
Movement for the period  ZREIRI#E
4 May 2017 —E-+ZHAMA - - -
4 May 2018 —E-\¥RAMA - - -
4 May 2019 —Z-hERAMA - - 1,025,000
4 May 2020 —E-ZFRANA - — 1,050,000
4 May 2017 “E—tFAANA 5,047,500 4,510,000 537,500 -
4 May 2018 :i NERANA 5,047,500 3,372,500 1,675,000 -
4 May 2019 =Z —ﬂﬁﬁﬁ A 5,047,500 - 4,562,500 485,000
4 May 2020 “ECEFRANA 5,047,500 — 4,562,500 485,000
As of 30 June 2020 HE2-ZZ-EEXA=1H 20,190,000 7,882,500 11,337,500 970,000
The awarded share remains outstanding due HRBRBEEGELE  ERFRH N
to service condition modification. RITIE
*%éﬁ%lﬁ@“?

—E-EERERE
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LGRS

BB RS B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

27 EMPLOYEE SHARE-BASED 27
ARRANGEMENTS (Continued)

(i)

Details of the 2016 Share Award Scheme
vested, cancelled and modification of
service condition to Group A Grantee

BERHD Z (&)

(i) EEE BUEREXBHELF 2=
E-RERORBFBFEE

(Continued)
Grant date on 25 April 2018 BFH —E—-NFHA=-+EH
Number of
awarded  Number of
Number of  Number of shares awarded
awarded awarded cancelled share
shares shares and remains
awarded vested forfeited outstanding
ERFRAE EREROR CEEREE HATEER
BEAR BEE RBTROHE FROEE
Vesting date BEAH
As of 31 December 2018 BE-Z-\Ft+Z=H
=t—H 2,850,000 712,500 37,500 2,100,000
Movement for the period  ZREIRIZE
4 May 2018 “E-\FHANA = = -
4 May 2019 —E-hERAMNA - - -
4 May 2020 —E-FEFHAMNA — — _
4 May 2021 “E--FHAINA — — _
4 May 2018 —E-\FRAMNA 712,500 712,500 - —
4 May 2019 “E-NFERANA 712,500 - 12,500 700,000
4 May 2020 “E-_ZFRhAMNA 712,500 - 12,500 700,000
4 May 2021 “E_-FHHAMNA 712,500 - 12,500 700,000
As of 31 December 2019 BE-Z-NE+=A
==E 2,850,000 712,500 37,500 2,100,000
Movement for the period  ZREIRI2E
4 May 2018 —Z-\ERAMA - - -
4 May 2019 —Z-hERAMA - - 50,000
4 May 2020 —E-ZERAMA - - 50,000
4 May 2021 “E--FHAMNA = - 50,000
4 May 2018 “E-\FHANA 712,500 712,500 - -
4 May 2019 —E-hERAMNA 712,500 - 62,500 650,000
4 May 2020 —E_ZFRHAMNA 712,500 - 62,500 650,000
4 May 2021 “E_-FHAMA 712,500 - 62,500 650,000
As of 30 June 2020 BE-E-_ZFX A=TH 2,850,000 712,500 187,500 1,950,000

YUNFENG FINANCIAL GROUP LIMITED
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28

(Expressed in Hong Kong dollars unless otherwise indicated) (ff5 B4 -

INTERESTS IN STRUCTURED ENTITIES
Interest in consolidated structure entities

The Group had consolidated certain structured
entities, mainly funds related to wealth
management operation. For those structured
entities where the Group is involved as manager
or as investor, the Group assesses the extent of
controlling power according to relevant group
accounting policies.

As at 30 June 2020, the net assets of
consolidated fund entities amounted to HK$658
million (31 December 2019: HK$706 million) with
net carrying interest held by the Group being
HK$433 million (31 December 2019: HK$464
million).

Interests held by other investors in these
consolidated structured entities, mainly fund
entities were classified as financial liabilities at
fair value through profit or loss on the condensed
consolidated statements of financial position with
fair value change of financial liability at fair value
through profit or loss presented in the condensed
consolidated income statements.

At period end, the Group reassessed the control
of structured entities and decided whether the
Group is still a principal.

Interest in unconsolidated structure entities

Among those structured entities held by the
Group where the Group directly or indirectly
involves as investment manager or in equivalent
capacity, the Group regularly assesses and
determines whether:

° the Group is acting as an agent or a
principal in these investment funds;

o substantive removal rights held by other
parties may remove the Group as an
investment fund manager; and

o the investment interests held together
with its remuneration from servicing and
managing these structured entities create
significant exposure to variability of returns
in these investment funds.

In the opinion of the directors, the variable
returns that the Group exposes to these
structured entities are not significant and the
Group is primarily acting as an agent. Therefore,
the Group did not consolidate these structured
entities.

2%%@%.%@“7
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

29 COMMITMENTS

(a)

(b)

Capital commitments

As at 30 June 2020, the Group has a total
of HK$20.5 million (31 December 2019:
HK$30.7 million) capital commitment
contracted but not provided for.

Investment commitments

(i)

(ii)

(iii)

In the normal course of business,
the Group enters into commitments
to purchase certain investments and
capital contribution commitments to
third party managed fund investment.
As at 30 June 2020, the Group has
investment commitments contracted
for amounted to HK$1,929,911,000 (31
December 2019: HK$1,575,509,000).

As at 30 June 2020, the Group has
capital commitment to a joint venture
for an amount of US$20 million with
US$12.7 million (31 December 2019:
US$20 million with US$12.7 million) has
been contributed.

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

29 i

(a)

(b)

EAXEE

BE-Z-ZFEAA=+H ' K&
BEEHEIE2,050B8BT(=ZZE— R
F+=-H=+—H :3,0708%87t)
MWEFNERTIREBE ZERK

4+

7 °

REEE

(i)

(iii)

EEEEBBRES  AEBE
HIBEETRENAR UK
BE=FEEESLREELH
BiEE HEZZ=-ZFAA
=+8 AEBEFHANEE
RE R £1,929,911,00058
T(ZE-—hE+ZA=+—
H :1,575,509,000%& %) °

BE-ZE-ZFXHA=1+H"
AEEER—FREELEEH
BREIEE2,000BET ' &
HZH1270BEZ T(=ZF — N
F+=ZH=+—H :2,0008
E5x B 1,2708%E7T) °

BN —EE—ARF-HNA T2
ZEDNTBDNEFMBE RE
H: ARAFNEZEHRBLATE
BERMTEERAT(EES
BmTE])GIBEREMTS
BRAR) HEAKRERR
RARIHARBRBEREAR
AFN(CIHLDT DELEBEK
MEENTHEREARGE o H
M-—TB—REMNA=+HhBERK
NEBRHFEE  R=ZT—X
FMA+=0 " E#LHHE
HERMNABLTEFEEERD
A(AREL )M IEHD SR
MEBRMEE N TNEEET
R BB ABBEIEREA
BERMEE DT AR
FEoRUBRFEEREE
ERSHTHBESELERS
FFIENENMERREE L%
HMEREENHEESTEAA
K% 1,290,000,000 JT °
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

30 MATERIAL RELATED PARTY
TRANSACTIONS

30 EXBABLE RS

Six months ended 30 June
BEA~BA=1THIEAEA

2020 2019
—E-®E —T-NF
HK$’000 HK$°000
FET FET

Investment management fee paid ENREEES (M1 ()
(note (i) 40,729 33,680
Transitional services fee paid (note (i) TABERISE (K7 (i) 7,880 5,813
Policy endorsement fee paid (note (i) E1{TREHEEE (F172 (iii) 2,615 2,675

(i) The Group paid an investment management
fee to an affiliate of a substantial
shareholder who appointed a director to
the board of the Company, for management
service provided to YF Life’s investment
portfolio.

(i) The fee is paid to a substantial shareholder,
who appointed a director to the board of the
Company, for certain treasury and financial
reporting services relating to investment or
portfolio management and other information
technology related services to YF Life.

(iii) The fee is paid to an affiliate of a substantial
shareholder, who appointed a director to
the board of the Company, for the provision
of claims payment endorsement to certain
outstanding life insurance policies of YF Life
until such policies mature.

Except for those disclosed in this report, there
is no other significant related party transactions
during the period.

B EREEERAT
BE B IS

() FAEEFOEBEEREBNKREASE
HNEERBO-BEERR(E
FAARAESTEES )N B
ERAXNTREEEE -

iy HmEBEBERREBRNREIIRELAS
EEREMEAFMEBRENE
EESHUBERERE B—BE
ERR(ZEALRLAEEEES)
TAIZEER -

(i) ZEEARINE—BETERR
(ZERFLAEBEES)N—X
fFanTF - KEBEATRRBNER
RENASREBRANRERERE
XAME  EEZERERY -

BRAREN LMK ESN  AEEEEA
EREBERS -
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B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS

AND US GAAP

The condensed consolidated financial statements
are prepared in accordance with HKFRSs, which
differ from certain aspects from US GAAP. The
effects of material differences between the
financial statements of the Group prepared under
HKFRSs and US GAAP are as follows:

Condensed consolidated statement

31

(BERMBRBEENRXBEAAE
=t R B9 AR

ERGEEUBBRDBEETBYHRS
EARS > BXEARSHEINEL
FEARE o RIE(E BB RELEL R
HNAEETBHRREAXIBA AR E
BlzEMERERZENT :

As at 30 June 2020
BE-E-ZFXRAR=1H

Amounts under

of financial position HKFRSs adjustments US GAAP
ZEAREH
BRGLHBERRE (BAMEREEN)RE EATHEE
Insurance- Other Difference
related difference in impairment
differences! in accounting® basis!®! HK$°000
RBEESE Hirgst HEEE
£33 £go EgW FET
Assets BE
Property and equipment MERRE 7,315 524,313
Statutory deposits EEFH 3,775
Deferred tax assets EEHEEE 78 220
Investments in associates REEARMNRE 25,952
Goodwill and Intangible assets BEREVER 1,920,036
Deferred acquisition costs and value  EEREEBHRAR
of business acquired WEEEEEE 267,178 11,572,856
Investments RE 126,677 37,066 57,404,035
Advance reinsurance premiums BANBERBRE 1,743,460
Reinsurers’ share of outstanding RABHZBRELAR
claims P 58,957
Insurance and reinsurance EhRERBREES
receivables (53,067) 1,695,167
Other account receivable and ELft B I BRI PR
accrued income WA 179,617
Other receivables, deposit and HitfElz: ke R
prepayment ] (1,714) 22 705,519
Bank balance — trust and segregated #1783 — EERE
accounts ViRF 155 488,620
Fixed bank deposits with original RESREN=HAN
maturity over 3 months RTEHER 834,958
Cash and cash equivalents BERBEEEER 115 2,383,082
Total assets BEAH 79,540,567

YUNFENG FINANCIAL GROUP LIMITED
Interim Report 2020
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS

AND US GAAP (Continued)

Condensed consolidated statement

31 (BBUBBELEAEXE ARG
sHERI RV AR ()

As at 30 June 2020
B2-E-BERA=TH

Amounts under

of financial position HKFRSs adjustments US GAAP
LAy
BRI ES (BBHHREER)RE RATHEE
Insurance- Other Difference
related difference in impairment
differences” in accounting® basis®! HK$’000
REEMHE Hfrgst HEEE
£33 EgM ER0 FET
Liabilities &f
Insurance contract provisions ReSEEES 4,381,185 53,088,348
Investment contract liabilities REARBE (4,466,010) =
Outstanding claims FRER 184,476
Reinsurance premium payables ENERBRRE 543,349
Financial liability at fair value through M2 R EEGEAES
profit o loss, other accounts it \BEER
payable and lease liabilities B HtEMER
NEESR 1,523,584
Other payables and accrued expense  EAfE FE
53 322,799 3,363,101
Tax payable {158 23,224
Deferred tax liabilities EEHESE 1,244,546
Bank borrowings RATREH 2,102,656
Shareholder’s loan RRER 1,561,444
Total liabilities BEAE 63,634,728
Net assets BETE 15,905,839
Capital and reserves BRAE
Share capital T 9,829,094
Reserves e (21,924) 99,128 25,016 504,567
Non-controlling interest FERER (3,653) 34,864 12,420 5,572,178
Total equity i vt 15,905,839

ERSREBARAT

—=—

— =

TEPHRE
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS 31 (BFARAVMEBREERNEZFLARE
AND US GAAP (Continued) AR R (&)

For the period ended 30 June 2020
BZ-Z-ZEXRA=THLEM

Condensed consolidated Amounts under
income statement HKFRSs adjustments US GAAP
-y
BRGENER (BBHBEHREEN)HE RATHEHE
Insurance- Other Difference
related difference in in impairment
differences!" accounting® basis®! HK$’000
RS Hivgst HEEE
33U ER0 EgWN FET
Income KA
Premiums and fee income RERERUBA 2,852,246
Premiums ceded to reinsurer PHRE 157,817 (459,705)
Net premium and fee income RERERRARE 2,392,541
Change in unearned revenue liability ~ KEHUASELE 7,135 (311,156)
Net earned premium and fee income ~ WHREREFRA
B 2,081,385
Brokerage commission, interest and &2 % + FISWA
other service income MEARBERA 11,348
Subscription, management and A% EREREI
rebate fee income N 2,147

Consultancy and advisory income ~ BRERHHE -
Net investment and other income REWAFE

MELA (188,354) 233,918 77,449 1,029,177
Overlay adjustment BERE (239,075) -
Reinsurance commission and profit ~ BRBELFER (5,229) 15,370
Total income LON-E 3,139,427
104 YUNFENG FINANCIAL GROUP LIMITED
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS 31 (BFARAVMEBREERNEZFLARE
AND US GAAP (Continued) AR R (&)

For the period ended 30 June 2020
BE-Z-_BEXRA=THLEM

Condensed consolidated Amounts under
income statement HKFRSs adjustments US GAAP
LAy
BRGakER (BBBEHREEN)HE EEITHEE
Insurance- Other Difference
related difference in in impairment
differences!" accounting® basis®! HK$’000
REEMHE Hivgst HEEE
EEN F3-4 F3-10 FET
Benefits, losses and expenses Bt BRNER
Net policyholders benefit FREFEAGH (8,083) (841,189)
Commission and related expenses & AEBER - (660,216)
Management and other expenses ERREMEY (8,236) (1,342) (440,994)
Change in future policyholder EREREEGHAR
benefits and deferral and WEEENEEN
amortisation of deferred EENBH  RE
acquisition costs and value of BEARRGH
business acquired -3 (17,217) (934,587)
Total benefits, losses and expenses 411+ FENEFAE (2,776,986)
Finance cost BERA (88,558)
Share of result of an associate BeN\REERE (1,567)
Profit before taxation BB ARR 272,321
Tax expenses BEEx (1,383)
Profit after taxation BB & ER 270,938
Profit attributable to: THE L EERR
Owners of the Company KARERRR (43,392) (4,621) 54,059 115,227
Non-controlling interests FEMRER (18,775) (1,878) 23,390 155,711
270,938

EHSREEERAT -
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS 31 (BFARAVMEBREERNEZFLARE
AND US GAAP (Continued) AR R (&)

For the period ended 30 June 2019 (restated)
HE-E-NEXB=THLHBE(ER)

Condensed consolidated Amounts under
income statement HKFRSs adjustments US GAAP
-y
BRGENER (BBHBEHREEN)HE EEITHEE
Insurance- Other Difference
related difference in in impairment
differences [ accounting® basis®! HK$’000
RS Hivgst HEEE
ER&N EgM EgW FET
Income KA
Premiums and fee income RERERUBA 2,381,792
Premiums ceded to reinsurer PHRE 159,458 (163,987)
Net premium and fee income RERERRARE 2,217,805
Change in unearned revenue liability ~ KEHUASELE 10,936 (366,598)
Net earned premium and fee income ~ WHREREFRA
B 1,851,207
Brokerage commission, interest and &2 % + FISWA
other service income FE R A 4,126
Subscription, management and A% EREREI
rebate fee income N 5,837
Consultancy and advisory income e 687
Net investment and other income REWAFEAL
A (91,297) (98,794) 35,762 1,760,951
Overlay adjustment BERR 101,838 -
Reinsurance commission and profit ~ BRBELIER (5,276) 10,316
Total income WAL 3,633,124
106 YUNFENG FINANCIAL GROUP LIMITED
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SRS P HAB A SRS B RE

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

31 RECONCILIATION BETWEEN HKFRS
AND US GAAP (Continued)

Condensed consolidated

31 (BBUBBELEAEXE ARG

sHERI RV AR ()

For the period ended 30 June 2019 (restated)
BE_E-NEXRB=THLHHE(ER)

Amounts under

income statement HKFRSs adjustments US GAAP
LAy
BRGakER (BARBRSEN )RR EEITHEE
Insurance- Other Difference
related difference in in impairment
differences [ accounting® basis®! HK$’000
REEMHE Hfrgst HEEE
EREN EgM FE FET
Benefits, losses and expenses Bt BRNER
Net policyholders benefit FREFEAGH (6,634) (1,767,109)
Commission and related expenses & AEBER (633,641)
Management and other expenses ERREMEL (8,149) (1,117) (478,073)
Change in future policyholder EREREEGHAR
benefits and deferral and WEEENEEN
amortisation of deferred ELNBH  RE
acquisition costs and value of BEARRGH
business acquired b3 (25,575) (499,039)
Total benefits, losses and expenses i  EENERLEH (3,277,862)
Finance cost BERA (46,988)
Share of result of an associate BeN\REERE (1,114)
Profit before taxation BRBATRA 307,160
Tax credit hiEEE 809
Profit after taxation BB & ER 307,969
Profit attributable to: THE L EERR
Owners of the Company KARERRR 20,078 2,576 21,457 141,476
Non-controlling interests KRR 13,385 (649) 14,305 166,493
307,969

B EREEERAT
BE B IS
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Notes to the Condensed Consolidated Interim Financial Statements
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34

B4R & P 5 Bt 3 R A B R

(Expressed in Hong Kong dollars unless otherwise indicated) (%G8 @ LIEESIR)

RECONCILIATION BETWEEN HKFRS
AND US GAAP (Continued)

Notes:

[11  Major differences in relation to insurance-related balances
are summarised as follows: financial reinsurance
adjustments arising from different classification of
reinsurance contracts under HKFRS and US GAAP;
difference in value of business acquired recognised
under HKFRS and US GAAP and corresponding
differences on insurance contract provisions;
difference in measurement of deferred acquisition
costs and unearned revenue liability due to different
amortisation under HKFRS and US GAAP; other
miscellaneous differences due to different accounting
principles under HKFRS and US GAAP.

[2] Difference arises from classification and measurement
of investments and lease accounting.

[3] Difference arises from different impairment methodology
and basis (expected credit loss model vs. incurred
loss model) under HKFRS and US GAAP.

COMPARATIVE FIGURES

Other than those comparative information in
respect of the period ended 30 June 2019 have
been restated as a result of finalised purchase
price allocation of prior year acquisition as set
out in note 2(b)(i), certain comparative disclosure
notes have been adjusted to conform with current
period presentation.

CONTINGENT LIABILITIES

The Group did not have any significant contingent
liabilities as at 30 June 2020 and 31 December
2019.

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

There is no material non-adjusting event after the
reporting period.
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(BERMBRBREENRXBEAAE
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1] REEESEONETEZZ=ZHMNOT : B
BREAZ(BRESEEHKA EH
MEH I BEBBEZE AR EL (M
TREBBEAENEESHEE)NER
REBEEAKRA EBRANEHNSE) ; RE
EEARSTTERR(E BB HRELED)
BRWBNEBEE=RERAENRERS
EEBEEZR  REXEAR ST ERM
(BBPBH/EEN)EATENTENT
BNBESER R ENEEREESK
AMAEBPRABENTEEZR S B(EH
BHBHREEIIMEE LIS EAT
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