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Management Discussion and Analysis

BEENWEDTN

MARKET REVIEW

2019 will be a year never to be forgotten by Hongkongers.
Firstly, there has been the ongoing trade war between the
United States (“US”) and China, which is impeding the economic
development of both China and Hong Kong. Secondly, Hong
Kong has been witnessing severe social unrest since June
The prolonged social unrest has exposed a great deal of
uncertainties and showed no sign of resolution as of the
beginning of the fourth quarter. As a result, the economic
conditions of Hong Kong have deteriorated significantly. The
Hang Seng Index (“HSI”) is expected to come in like a lion with
a strong start and go out like a lamb heading towards a low
close for the year. Apart from the internal strife, external troubles
also persisted. The unending US-China trade war can be the
Achilles’ heel of the global economy. Notwithstanding over a
year of negotiations, the two nations continue to lock horns over
growing divisions, and comprehensive solution looks far off. As
the trade war intensifies, the HSI started to edge downwards in
May after soaring to over 30,000 points in April, and dropped
to below 25,000 points at one point in time. As at the end of
September, all year-to-date gains in the HSI have evaporated.
In the meantime, the average daily turnover of the Hong
Kong stock market shrank to HK$75.8 billion in September,
representing a plunge of 17% as compared to HK$91.5 billion
for the corresponding period last year. Besides, gross domestic
product (“GDP”) grew at a year-on-year rate of 0.5%, a decade
low, in the second quarter. If GDP growth slips into the negative
zone in the third quarter, Hong Kong would technically enter a
recession. Therefore, prospects of the securities industry for the
coming year do not look good. In fact, the industry has started
a natural selection process, in which a number of small-scale
securities trading firms have been mercilessly eliminated during
the year while only the fittest and most competitive bigger firms
survived.
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Management Discussion and Analysis

BEENWEDT N

The restless Hong Kong Exchanges and Clearing Limited
(“HKEx”) has also been relatively restrained during the year.
It has regretfully dropped its untimely takeover offer made to
the London Stock Exchange. Nevertheless, the withdrawal is
not expected to hurt the long-term competitiveness of HKEX.
Although rumour has it that HKEx might be overtaken by
Shenzhen or Macau, Hong Kong remains a well-established
international financial hub with core strengths such as high
international rankings in terms of legal system, establishments,
professional support, human resources and offshore Renminbi
(“RMB”) trading over the years. As the saying goes, “Rome
wasn’t built in a day”. Hong Kong has an excellent track record
and topped the global chart of initial public offering (“IPO”) fund
raising amount for 5 years in the past decade. According to
statistics, the total amount of IPO funds raised in Hong Kong
for the first 3 quarters of the year amounted to approximately
HK$127.8 billion, down by 47.4% as compared to that for the
corresponding period last year. It is expected that the total
amount of IPO proceeds for the whole year will reach HK$250.0
billion, making the city one of the top three IPO markets in the
world. HKEx also continues to improve its services and expand its
global product portfolio during the year. Such initiatives include
the introduction of inline warrants and weekly index options
as well as the studies of simplifying IPO processes, shortening
settlement time for IPO (T+5) and other arrangements to further
optimise the IPO system. On the other hand, the Securities and
Futures Commission (“SFC”) has strengthened its regulation on
the financial industry, such as tightening the guidelines for margin
lending and introducing the front-loaded regulation to eliminate
the listing of shell and fraudulent companies. These measures
will foster the long-term and healthy development of the financial
market in Hong Kong.

As for mainland China, the intensifying US-China trade war has
spread from trade tension to battles over technologies, finance
and RMB exchange rates. Facing incessant external pressures,
the State Council is determined to boost domestic demand.
With the aims of unleashing the consumption power of the
people and stimulating the economy, 20 policies were rolled
out decisively at the end of August to boost car sales, expand
domestic channels for export companies, foster the growth of
convenience store chains, and develop a night-time economy.
In respect of financial policies, the Central Government
promulgated 11 measures in the third quarter to further open up
the financial industry to foreign investors. These measures cover
three major aspects, namely expanding market entry, easing
restriction on shareholdings, and facilitating investment. The
financial industries in mainland China and Hong Kong are both
expected to benefit from these measures. As a matter of fact,
China Securities Regulatory Commission recently announced
that, starting from 1 January 2020, foreign investors will be
allowed to set up wholly-owned securities, futures and mutual
fund firms in mainland China. The Group is confident that we
will benefit from such relaxation, and expects to expand into the
mainland market when the measure is formally implemented.
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Management Discussion and Analysis

BEENWEDTN

OPERATIONAL RESULTS

During the six months ended 30 September 2019 (the “Period”),
Bright Smart Securities & Commodities Group Limited (the
“Company”) and its subsidiaries (the “Group”) recorded
a revenue of HK$393.8 million (2018: HK$471.4 million),
representing a decrease of 16.5% as compared to that for the
corresponding period last year. Profit attributable to equity
shareholders for the Period amounted to HK$211.5 million
(2018: HK$240.8 million), representing a decrease of 12.2%
as compared to that for the corresponding period last year.
Basic and diluted earnings per share were 12.46 HK cents
(2018: 14.19 HK cents) and 12.46 HK cents (2018: 14.19 HK
cents), respectively. The board (the “Board”) of directors (the
“Directors”) of the Company does not recommend the payment
of any interim dividend for the Period (2018: nil).
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Management Discussion and Analysis

BEENWEDT N

The slight decrease in the Group’s revenue for the first half of
the year was mainly due to the bearish sentiment in the Hong
Kong investment market caused by both internal and external
troubles, namely the re-ignition of the US-China trade war
and the ongoing local social unrest, respectively. As such, the
political and business environment in Hong Kong is clouded by
uncertainties, driving the Hong Kong stock market downwards
to 25,000 points at one point in time. Average daily turnover
was also shrinking since investors were increasingly cautious
and took a wait-and-see approach. However, the futures market
was exuberant because investors craved for hedges in such a
bearish market. As such, commission income from the Group’s
Hong Kong and global futures brokerage business for the
Period surged to HK$62.4 million and HK$46.6 million (2018:
HK$57.2 million and HK$36.6 million), respectively, representing
increases of 9.0% and 27.2%, respectively, as compared to
those for the corresponding period last year.

TOTAL NUMBER OF CLIENT ACCOUNTS
AND ASSETS

The Group adheres to a strategy of active improvement and
expansion regardless of bull or bear markets. As at the end of
September 2019, the Group had a total of 20 business locations
including the headquarters in Central, various branches covering
all of the core districts in Hong Kong, and the Mobile Teaching
Centre. Most of these locations open seven days a week, which
is a breakthrough in the industry. Moreover, being innovative
and client-oriented, the Group was the first mover in the
securities industry to operate the Bright Smart Mobile Teaching
Centre that travels around the Hong Kong Island, Kowloon and
the New Territories to provide comprehensive services and offer
convenience to all clients.
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Management Discussion and Analysis

BEENWEDTN

Furthermore, the Group is well aware of the rapid technological
advancement as well as the investors’ demand for financial
technologies. As a result, we have actively engaged in
digitalising investment services and spent millions of dollars and
6 months of time to develop two mobile trading applications
(“apps”), namely BS Securities (Baobao) and BS Futures
(Doudou). These apps allow clients to open account easily
and conduct online investments and transactions right away
at anytime and anywhere. By providing comprehensive online
services, BS Securities (Baobao) and BS Futures (Doudou) were
well received by investors, successfully leading to a steady
growth in the total number of client accounts. During the Period,
the number of new accounts reached 17,374. As a result, the
total number of client accounts increased to 300,555 (after
deducting the number of client accounts closed), representing
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B NS EFPFOMSBRFREELE &
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an increase of 11.9% as compared to 268,656 as at 30 A421EET(ZZE—NENA=+H : 49440
September 2018. As of the end of the reporting period, the HSI BB JT) © ~%4.3% °
dropped by over 4,000 points from the peak in April for the year
and, therefore, clients’ assets of the Group decreased slightly.
As at 30 September 2019, clients’ assets (including cash,
stocks and margin deposits) dipped by 4.3% to HK$42.1 billion
(30 September 2018: approximately HK$44.0 billion).
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EFEFEO#E HEBT BFEE
320,000
55
300,555
300,000 50
46.1
283,181 45 44.0
- -
268,656 40 l
260,000 -
35
240,000 30
30 Sep 2018 31 Mar 2019 30 Sep 2019 30 Sep 2018 31 Mar 2019 30 Sep 2019
—T-N\F —T-NF —T-hEF —T-N\F —T—hEF —T-hEF
NA=+A =A=+-8 AA=+A AA=+A =A=+-8 nA=+A
BIRHEREBMERAT | =T — N/ _TFHEHRE 9



Management Discussion and Analysis
BEEWED M

REVENUE A

During the Period, the Group recorded a revenue of HK$393.8  ANHfR @ AN &E B UK A $215393.8 A BB (=
million (2018: HK$471.4 million), representing a decrease of ZE—/\F 471 4B EHT) WEFREPTE
16.5% as compared to that for the corresponding period last  16.5% © 7% 52 B & ¥ % 5 36 2 Y A5 Z £ 51| 40
year. A summary of revenue from the business segments of the | :

Group is set out below:

Six months ended 30 September
BENA=THL @A

2019 2018
—B-hF —E-N\F
Proportion Proportion
of total of total  Increment/
turnover turnover (decrement)
LHEEEE hEEER #m/
Z LBl 2 A5l R 4)
HK$°000 % HK$'000 % %
FTHEX THAT
Income from: RERTZEEZBA :
— Securities brokerage — BHEL 113,080 28.7% 141,679 30.1% (20.2%)
— Hong Kong futures and — ABHERBARELR
options brokerage 62,393 15.8% 57,238 12.1% 9.0%
— Global futures brokerage — RIRBIEEL 46,606 11.8% 36,648 7.8% 27.2%
— Bullion trading —REERH 8,171 2.1% 15,123 3.2% (46.0%)
— Leveraged foreign exchange — R RINER 5
trading 700 0.2% 158 0.1% 343.0%
— Stock option brokerage —REHELL 5,836 1.5% 6,134 1.3% (4.9%)
— IPO brokerage —BERAHRBERLL 3,857 1.0% 8,235 1.7% (53.2%)
Interest income from BERAHABEERE
IPO financing ) B A 2,693 0.7% 20,921 4.4% (87.1%)
Interest income from margin HFRBEFBKA
financing 150,421 38.2% 185,283 39.3% (18.8%)

393,757 100.0% 471,419 100.0% (16.5%)
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Management Discussion and Analysis

BEENWEDN

I. Securities brokerage

HKEx recorded a total turnover of HK$10,595.7 billion
(2018: HK$12,201.1 billion) for the Period, representing
a year-on-year decrease of 13.2%. Commission income
from the Group’s securities brokerage business for the
Period decreased to HK$113.1 million as compared to that
for the corresponding period last year (2018: HK$141.7
million) and accounted for 28.7% (2018: 30.1%) of the total

revenue.

Commission Income from

Hksuilion - Securities Brokerage of the Group
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Management Discussion and Analysis

BEENWEDN

II. Hong Kong futures and options brokerage

The futures and options markets were driven because
investors craved for hedges in the bearish market, and

II. EBHERERLSLE

HREREEEATHTRESHRESETYH
HoNEFHTHERRETERER B

79.9 million (2018: 80.8 million) derivative contracts traded HEXHMAERRB(TBRAAM)ZTE

on Hong Kong Futures Exchange Limited (“HKFE”) were
entered into during the Period, representing a decrease of
1.1%. Commission income from the Group’s Hong Kong
futures and options brokerage business for the Period
increased by 9% to HK$62.4 million as compared to that
for the corresponding period last year (2018: HK$57.2

ERRABHEAOKREERATIIEER
(ZZE—N\F :808E&EK) * TH1.1% -
AEEBAAHESEEHERBAELRL
el AE24BEB T(ZE—N\F :
572ABEL)  BEFRBLEAI% &
BIFA158% (ZF—\F 1 12.1%) °

million) and accounted for 15.8% (2018: 12.1%) of the total

revenue.

Commission Income from
Hong Kong Futures and
Options Brokerage of the Group
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Management Discussion and Analysis
BEERWED M

II1. Global futures brokerage

IVv.

VI

BrESETHEEIRRAFA | —F N/

Amid weak sentiment in the Hong Kong investment
market, investors were more interested in global markets.
Commission income from global futures brokerage for
the Period increased by 27.2% to HK$46.6 million as
compared to that for the corresponding period last year
(2018: HK$36.6 million) and accounted for 11.8% (2018:
7.8%) of the total revenue.

Bullion trading

Income from the Group’s bullion trading business for
the Period decreased by 46.0% to HK$8.2 million as
compared to that for the corresponding period last year
(2018: HK$15.1 million) and accounted for 2.1% (2018:
3.2%) of the total revenue.

Leveraged foreign exchange trading

Income from the Group’s leveraged foreign exchange
trading business for the Period amounted to HK$700,000
(2018: HK$158,000) and accounted for 0.2% (2018: 0.1%)
of the total revenue. The Group believes that the interest
of investors in diversified financial investment products
is growing. Therefore, the Group will actively identify
business opportunities to expand into more business lines
and provide more comprehensive investment instruments
to the investors.

Stock options brokerage

Commission income from the Group’s stock options
brokerage business for the Period decreased by 4.9% to
HK$5.8 million as compared to that for the corresponding
period last year (2018: HK$6.1 million) and accounted for
1.5% (2018: 1.3%) of the total revenue. Stock options are
highly leveraged investment products. The Group closely
monitors the margin levels maintained in stock option
accounts and adjusts them according to market conditions
in order to ensure proper risk control.
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VII.

VIIL

IPO brokerage and IPO financing

Given the bearish market and weak investment sentiment,
the level of IPO activities has decreased significantly in
Hong Kong. During the Period, IPO funds raised in Hong
Kong amounted to HK$112,458 million (2018: HK$218,286
million), representing a significant drop of 48.5% as
compared to that of the corresponding period last year.
Commission income from the Group’s IPO brokerage
business for the Period decreased by 53.2% year-on-year
to HK$3.9 million (2018: HK$8.2 million). Interest income
from IPO financing also reduced by 87.1% to HK$2.7
million (2018: HK$20.9 million).

Margin financing

The average daily margin financing provided by the Group
during the Period decreased by 34% to HK$5.76 billion
(2018: HK$8.73 billion). Interest income from margin
financing provided by the Group for the Period decreased
by 18.8% to HK$150.4 million as compared to that for the
corresponding period last year (2018: HK$185.3 million)
and accounted for 38.2% (2018: 39.3%) of the total
revenue. The Group implements effective credit control
procedures and did not have any bad debts in the last few
years.

LOSS FROM INVESTMENT

To enhance our financial performance, the Group held Hong
Kong-listed securities and futures contracts as investment
during the Period. As at 30 September 2019, the carrying
amount of the investment in stocks and futures was HK$8.0
million (2018: HK$8.7 million), which was classified as financial
assets at fair value through profit or loss in the consolidated
statement of financial position. During the Period, loss from
investment in financial assets at fair value through profit or loss
amounted to HK$0.7 million (2018: HK$4.6 million).
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OPERATING EXPENSES AND NET PROFIT KREBETRAR =R
MARGIN

Thanks to a drop in the Group’s transaction-related operating AHIE  AEB X SHEBEEHRIXBHM T
expenses during the Period, total operating expenses for the 3 @ NEIRS S K L H X 25 5265.6 8 &5
Period was HK$265.6 million (2018: HK$303.4 million) and the JTT(=ZT— \% :3034B&BBT) @A XA

net profit margin was 53.7% (2018: 51.1%). 53.7% (ZZF—N\F :51.1%) °
. Net Profit Margin
Stk AR =
60
53.7%
51.1%
50
+2.6%
40
30
20
10
2018 2019
—ZT-N\F —T-NEF

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

KERBAAMT

Increment/
2019 2018 (decrement)
—E-hEF #wan CRd)
HK$’000 HK$’000 %
FET TH T
Staff cost 8 T KA 71,365 70,684 1.0%
Amortisation and depreciation B RITE 45,389 12,254 270.4%
Finance cost B 75 A AN 55,967 101,475 (44.8%)
Advertising and promotion expenses E&ENTEH X 5,148 3,790 35.8%
Auditors’ remuneration % B AT B & 762 766 (0.5%)
Commission, handling and settlement &4 M4 -  FEE R
expenses EEEH 40,252 42,062 (4.3%)
Information and communication B MBARX
expenses 22,109 18,801 17.6%
Rental, rates and building He  ZWk
management fees BFEEE 2,879 33,382 (91.4%)
Legal and professional fee FELREEBR 1,668 1,552 7.5%
Miscellaneous expenses MIER X 20,104 18,687 7.6%
265,643 303,453 (12.5%)
FUTURE PLANS KRG E

Looking forward to 2020, the prospects of Hong Kong’s
economy and business environment continue to look bleak. With
respect to the ongoing US-China trade war, the fight between
the US and China is becoming a routine. Any agreement
between the two nations will probably be short-term. In
particular, Donald Trump, the president of the US, will turn US-
China relationship into his political leverage in the upcoming
presidential election next year in order to hold sway over the
public. As such, the trade war is going to intensify with more
and more battlegrounds, thereby impacting the global stock
market. As to Hong Kong itself, uncertainties are expected
to linger for years, and the city’s society, economy and
competitiveness will suffer. Nevertheless, with the perseverance
and concerted efforts of the people of Hong Kong, the city will
tide over the difficulties.

RE-_T_TF HRNBERERETEERN
AR HENERARAEN—F FTXEFE8
BN WA RBAERE - REMEZEX T
FHBEHAME  XEASSHERFREE
T EeRTPXARERERREARE
HEZERGBEE T ERMMER  BES
ERETRFRREZF - ERABEHH
B EBMARBRENEFETHENHETEHR
ROEHEBERNBRENKHELRY  SABRS
ATERKRE - EREEARLREEERF L
THHERY  ERELHER -
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In spite of the external and internal uncertainties, the Group is
confident that Hong Kong still has competitive edge. We also
believe that challenges always come with opportunities. To
maintain our market position in the face of adversity, the Group
will stick to our proactive and aggressive development strategy.
We are constantly expanding our workforce to improve our
services and enlarge the branch network of 20 existing business
locations. We will continue to identify sites at prime locations
for new branches. We will also hold regular job fairs to attract
talent with the aim of securing high quality human resources to
meet our business needs as well as taking up the responsibility
to nurture the next generation of elites for the industry. At the
same time, the Group actively organises all kinds of investment
seminars to educate investors. For example, the Group
partnered with renowned overseas stock exchanges, financial
institutions and leading experts to provide the clients with in-
depth information about financial products and economic trends
across the world so as to broaden their investment choices.
Furthermore, the Group is always keen on sharing happiness
with our clients. We invited more than 5,000 clients to watch
Hollywood blockbusters in a Movie Ticket Giveaway by Bright
Smart activity in the first quarter of the year and received wide
acclaim. Looking forward, the Group is determined to continue
its diversified promotional and marketing strategies with a view
to grasping all valuable business opportunities and building up
ourselves.
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IMPROVE SERVICE QUALITY AND
ENHANCE TRADING EXPERIENCE FOR
CLIENTS

The Group is fully aware of the investors’ needs for financial
technologies and has therefore actively engaged in digitalising
investment services. Last year, we spent tens of millions of
dollars and half a year of time to develop two mobile trading
apps, namely BS Securities (Baobao) and BS Futures (Doudou).
They are equipped with Al 3.0 features (such as behavioural
authentication, news tracking and personalised portfolio
monitoring) and a user-friendly interface that allow users to
open accounts swiftly. The Group’s one-stop electronic trading
platforms can fulfil all the investment needs of our clients,
enabling them to trade global financial products and read global
financial news right away at anytime and anywhere through
one mobile app. In the future, the Group will take further steps
to provide clients with better services, develop more global
financial products, diversify our business, and invest more
resources in the refinement of our online trading platforms with
the aim of further strengthening our core competitiveness and
cementing our industry prominence.

DEVELOP MORE GLOBAL FINANCIAL
PRODUCTS TO MEET MARKET DEMAND

The Group has thoroughly studied consumers’ behaviour and
investment trend according to customer data and survey. In
view of the rising attention to and concern about global financial
products and the growing interest in investments therein, the
Group connects our mobile securities and futures trading apps,
namely BS Securities (Baobao) and BS Futures (Doudou),
respectively, and all of our online trading platforms to markets
around the world, provides comprehensive and professional
brokerage services, and brings together Hong Kong stocks,
US stocks, Shanghai-Hong Kong Stock Connect A shares,
Shenzhen-Hong Kong Stock Connect A shares, China B shares,
Japanese stocks, Taiwanese stocks, Singaporean stocks,
Australian stocks, UK stocks, Hong Kong futures, Hang Seng
Index options, Hong Kong stock options, Dow Jones Futures,
A50 Futures, foreign exchange futures, gold futures, oil futures,
copper futures, HKEx’'s CNH Gold Futures, HKEx’s USD Gold
Futures, leveraged foreign exchange products, iron ore futures,
IPO share subscription and margin financing, so as to cater to
the needs of different clients. The Group believes that investors’
interest in global financial products is growing. Therefore, we
will continue to develop more global financial products to meet
market demand.
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ENHANCE ONLINE TRADING SECURITY

In order to offer a more convenient and stable online trading
platform, the Group has also made huge investment in
improving our trading systems, relocated our central computer
system to the centralised data centre of HKEx in Tseung Kwan
O, conducted large-scale tests on all transaction systems,
including regular simulated tests involving a trading volume
exceeding five times of the existing peak volume on HKEXx, as
well as continuously enhanced the efficiency and stability of the
existing securities and futures trading platforms. As for network
security, the Group has implemented the “dual password”
security measure and authentication by which two sets of
passwords are required for logging into the trading systems
and conducting transactions in order to provide adequate
security to online transactions. Furthermore, email notifications
are delivered instantly to notify the clients of any login or any
transaction conducted electronically through their accounts in
accordance with the regulatory requirements. In addition, the
Group also closely monitors and counteracts any fake website
pretending to be our website. If any such website is identified,
the Group will notify the clients and take legal actions against
the website in order to prevent our clients from suffering
unnecessary loss.

The Group has invested substantial resources to enhance the
speed and capacity of our online trading systems in order to
meet clients’ needs and improve service quality. In recognition
of our achievement in the development of the Baobao and
Doudou apps, the Group was granted the Outstanding Stock
and Futures Trading App Development Award in the 19th
Capital Outstanding Enterprise Awards by the CAPITAL, and the
Outstanding Stock and Futures Trading App award by Sky Post.
The awards have demonstrated the popularity of the Group’s
online trading systems amongst the clients, the industry and the
media for its speed, stability, security and reliability. The Group
will keep abreast of the latest market developments and study
the need and room for capacity expansion. We will also step
up client education on online trading security and enhance their
awareness and skills of risk prevention.
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TAP INTO MAINLAND MARKET

The mainland has been actively reforming and opening up its
capital market and attempting globalisation in recent years.
With a huge population, it enjoys enormous room for growth
in terms of consumption, production and investment capacity.
Furthermore, the mainland may abolish the shareholding
restriction on Hong Kong-based securities institutions entering
the mainland market at the beginning of next year so that Hong
Kong investors may wholly own mainland securities firms.
Therefore, the Group is determined to tap into the mainland
market which has great potential and prospects. To do so, the
Group will not only recruit talents interested in working in the
securities market, but also further raise our brand awareness,
and establish a unique brand image in the mainland based on
our high quality and cost-performance ratio through online and
offline promotional and marketing strategies.

CONCLUSION

The Group firmly believes that our success hinges on thorough
understanding of our clients’ needs. We endeavour to develop
with prudence, to excel from strength to strength and provide
customer-oriented services. As such, we will continue to
monitor technological advancement, develop and improve
our mobile trading apps and online trading platforms while
bolstering our hardware support. We will uphold “Best Value
for Money” as our business philosophy, and strengthen our
brand image, culture and competitiveness. The Group’s
accomplishments are attributable to the continuous support,
trust and recognition of our clients, who have been supporting
the Group as they have always done. In the future, the Group
will provide more high quality customer services with a homely
atmosphere and develop more highly secured and convenient
trading platforms so as to appreciate the long-term support
from our clients. At the same time, the Group will strengthen
our existing competitive edges, diversify our businesses, identify
professional talents and seize every opportunity in order to
increase the Group’s operational efficiency and bring better
returns to the shareholders.
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CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

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

The Group maintained a strong cash position with total bank
deposits, bank balances and cash amounted to HK$400.9
million as at 30 September 2019 (31 March 2019: HK$401.3
million). The Group had total bank borrowings of HK$3,080.9
million as at 30 September 2019 (31 March 2019: HK$3,445.5
million) which bore interest primarily at floating rates. The bank
borrowings were primarily collateralised by its margin clients’
securities pledged to the Group. As at 30 September 2019,
unutilised banking facilities amounted to HK$17,634.3 million (31
March 2019: HK$17,277.3 million). The Group’s gearing ratio
(total bank borrowings divided by the total shareholders’ equity)
was 102.6% (31 March 2019: 117.9%). As at 30 September
2019, the net current assets of the Group increased by 0.2% to
HK$2,804.1 million (31 March 2019: HK$2,797.4 million). As at
30 September 2019, the Group’s current ratio (current assets
divided by current liabilities) was 1.6 times (31 March 2019: 1.6
times).

CAPITAL MANAGEMENT

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

CHARGES ON ASSETS

None of the Group’s assets were subject to any charges as at
30 September 2019 and 31 March 2019.
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CONTINGENT LIABILITIES

As at the end of the reporting period, corporate guarantees
provided by the Company in respect of banking facilities
granted by authorised institutions to its subsidiaries engaging
in securities and futures brokerage amounted to HK$15,952.3
million (31 March 2019: HK$15,953.3 million). As at 30
September 2019, the subsidiaries of the Company have utilised
HK$2,798.7 million of these aggregate banking facilities (31
March 2019: HK$3,040.5 million).

RISK MANAGEMENT
Credit risk

The Group’s credit risk is primarily attributable to accounts
receivable from clients, brokers and clearing houses. The
management has a credit policy in place and the exposure to
credit risk is monitored on an ongoing basis.

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

The Group has no significant concentration of credit risk as
credits are granted to a large population of clients.

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

Liquidity risk

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

Interest rate risk

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

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

Price risk

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

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

Accounts receivable from margin, cash and IPO clients expose
the Group to price risk as their fair value is made with reference
to the fair value of collaterals.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 September 2019, the Group had a work force of 282
employees (31 March 2019: 283 employees). The Group’s
remuneration policy aims to offer competitive remuneration
packages to recruit, retain and motivate competent employees.
The Group believes the remuneration packages are reasonable,
competitive, and in line with market trends. The Group has
put in place a share option scheme and a bonus scheme for
its executives and employees in a bid to provide competitive
remuneration packages for the Group’s long term growth and
development. The Group also provides appropriate training
and development programmes to its employees to enhance the
staff’s skills and personal effectiveness.

S8 L B

AEEEH 2ERHRBREBZBRENET AR
%R oMK HERRSEFEZEH
TH -mNETEETHS RAEERR/E
TTEXTZERZEEABEMN - MAEME R
AEZERMTAMS - AREEERTEZBR
THAHEREASHEIIEAREEH K
BER  EAEFRERFRETRAIEE 2K
F-EEEBREEMENERR -

B E R

ROBREAFEFABRSZEREENLED
kﬁ&ﬁ&%“A%ﬁé'ﬁﬁﬁﬁﬁﬁE%
Z“ZEU}_L

AEBNBRAREGRERMLET  MHES
WEREBRHRAETR S - FHIEERAFER
ANEHZERMEEEHAN ETREDREBER
RERERENNE Y EHRERRBFRAHI
BEF -

HRERAFR RENERAFAEERTPEX
ZRFEDZREMRZ AFEEDL  8ZE
ERTAEEmYEERAR -

1B 8 & ¥ B B R

= — nihﬂ +8  AEBEXHF282
E(ZE—hhF=ZH=+—H :283%
8 KEIZ TERREERMEAERFE N2
HMER - ABE BB RABERZES -
AEBHEZSHFWENBEE  AHF N
BfEamEBY - ASEEATRABRES

R EBREREI N RS E c BUERHEA
BENZHFMEN  LEBRAKEBZREER

RER AKETRARSRHEEZEEILER
T8l URFFBE T 2 TR KB ARRE o

24 Bright Smart Securities & Commodities Group Limited | Interim Report 2019/20



Other Information
H & x

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S SHARES

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

SHARE OPTION SCHEME

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

During the Period, no share options were granted, exercised,
lapsed or cancelled pursuant to the Scheme.

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

As at 30 September 2019, the Directors and the Chief Executive
Officer of the Company and their respective associates had
the following interests in the shares and underlying shares of
the Company as recorded in the register required to be kept
by the Company pursuant to section 352 of the Securities and
Futures Ordinance (the “SFO”) or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”):
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A) REXFTRODREBRSD 2 DS

(A) Interests in shares and underlying shares of the

26

Company

Name of Director

EsnR

Nature of interest

EaitE

Long/short
positions

¥R

Number of
shares and
underlying

shares

IR 1 & 8
R4 8 E

Approximate
percentage
of the issued
share capital
HE T
IRz
BHABEDL
(%)

Mr. Yip Mow Lum (Note) Interest in a controlled  Long position 900,000,000 53.02%
ERMEE (A E) corporation T
REEEER
Mr. Yip Mow Lum Beneficial owner Long position 258,052,280 15.20%
BRMmEE EnEEA A
Mr. Hui Yik Bun Beneficial owner Long position 600,000 0.03%
FFREW K& ExBAA TR
Mr. Yu Yun Kong Beneficial owner Long position 608,829 0.03%
REM %k & ExnlEEA A
Mr. Szeto Wai Sun Beneficial owner Long position 631,666 0.03%
Bl fEMERT L E E=EAA TR
Mr. Ling Kwok Fai, Joseph Beneficial owner Long position 210,700 0.01%

% BB

EDmEAA

e

Note:

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

Save as disclosed above, as at 30 September 2019,
none of the Directors or the Chief Executive Officer
of the Company or their respective associates had
any interest or short position in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

900,000,000f% A% 7 A ¥ K AAIE R B R 2 A
E MEARHESSEIRESMEELER
oA EREMAERRAERZERDPHE
B -

BREXHBEEN R-ZF-AFNA
=+H - ARFAREF THREARIWS
EAZHBEAMBEEARNQ A KNETMAA
A E (RCE 7 LB RO EXVED A5
ZEE)ZBGD  -HBBROKESTHES
EAEERAR  MZFREIAR R
BRARBREB(GESF R E KD )5E352
kAR 2B - HRBEETRES
THERRAIRBIAZEDZIAR °

Bright Smart Securities & Commodities Group Limited | Interim Report 2019/20
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(B) Share options

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

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

As at 30 September 2019, the interests of substantial
shareholders (other than the Directors and chief executives) in
the shares or the underlying shares which were required to be
notified to the Company pursuant to Divisions 2 and 3 of Part
XV of the SFO, or which were required to be recorded in the
register required to be kept by the Company under section 336
of the SFO were as follows:

Name of shareholder Nature of interest

RRERB

Beneficial owner
EnlERA

New Charming Holdings
Limited (Note)
MRAZERBR AR (A )

(B) BRE

RABMEARERER SEFRITHE
H(BERESFZEBRRAMIBHRZ TX)
BEHER EBERTHRITEEMREGES
EHEHRIDAETHREANRBARALE
HEOEE D (XRREERES - 1E
)z s HAER

FERRRAQXAREAP 2ERR

3 A
RB

RZZE-hhFALA=1+H REB(BHFLHE
GRPIDEXVEEE2 R E3D MEMEARA » K
ARBRARTREB(ES LHIE&D)F336

7

{% Atfr o EcMA B BEERN < T &
BRR(EEREHTRABRIINEZAOT :

we

Number of Approximate

shares and percentage

Long/short underlying of the issued

positions shares share capital

HE LT

IR0 % AE 8 IR 2

wRRE B 5 & B BHABEI

(%)

Long position 900,000,000 53.02%
H it -

Note:

900,000,000 shares were held by New Charming Holdings Limited,
a company wholly owned by Mr. Yip Mow Lum, the Chairman of the
Board. Therefore, Mr. Yip Mow Lum is deemed to be interested in these
shares.
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Save as disclosed above, as at 30 September 2019, there was
no other person who had any interest or short position in the
shares or underlying shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required
to be kept by the Company under section 336 of the SFO, or as
otherwise notified to the Company and the Stock Exchange.

OTHER CHANGES IN DIRECTORS’
INFORMATION

There is no change of directors’ biographical details required to
be disclosed pursuant to Rule 13.51B of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”).

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

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

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS

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

AUDIT COMMITTEE

The principal duties of the Audit Committee of the Company
are to review and supervise the financial reporting process
and internal control procedures of the Company. The Audit
Committee, together with the external auditor of the Group,
KPMG, had reviewed the accounting principles and practices
adopted by the Group and discussed financial reporting matters
concerning the unaudited consolidated results of the Group for
the six months ended 30 September 2019.
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INTERIM REPORT

This interim report is printed in both English and Chinese,
and is available for electronic and print format. Electronic
copy is available for download, at no charge, on our website
at https://www.bsgroup.com.hk. Existing shareholders of
the Company will receive a free printed report by post by our
Company’s branch share registrar in Hong Kong. Potential
investors who are interested in knowing more about us may
download the interim report from our website or to request a
printed copy by giving a notice in writing to the Company or the
Company’s branch share registrar in Hong Kong, Tricor Investor
Services Limited at Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong.

Shareholders who would like to be alerted when the Company
publishes its corporate communications on the HKEXnews
website at https://www.hkexnews.hk can register for alerts in
the Investment Service Centre section of the Stock Exchange
website.

By Order of the Board

Hui Yik Bun
Executive Director & Chief Executive Officer

Hong Kong, 28 November 2019
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Consolidated Statement of Comprehensive Income

e EmEWER

For the six months ended 30 September 2019 — unaudited (Expressed in Hong Kong dollars unless otherwise indicated)

BE—ZT-AFNAAZTRLEAEAR —REEX(BREHHBI - REBTIIR)

Six months ended
30 September
BEAA=1THIAEA

2019 IORES
—E-hF —E-N\F
$°000 $°000
F Tz
Revenue A 4 393,757 471,419
Other income H i 2= 5 119,360 111,782
Other net loss Hih BB FE 6 (10,746) (8,359)
502,371 574,842
Staff costs 8 TR A (71,365) (70,684)
Amortisation and depreciation B RITE (45,389) (12,254)
Other operating expenses EmEEmR% 7(b) (92,922) (119,040)
Profit from operations R A 292,695 372,864
Finance costs B 7 B AR 7(a) (55,967) (101,475)
Profit before taxation B& Bt AT % A 7 236,728 271,389
Income tax RCE 8 (25,223) (30,556)
Profit for the period H R =T 211,505 240,833
Other comprehensive income HitzmmWzFH
ltems that may be reclassified HEMREETF ES
subsequently to profit or loss Bm2IHE
— Exchange reserve —E X B 206 342
Total comprehensive income HAEZRREGZE
attributable to equity shareholders Uiz 4 %8
for the period 211,711 241,175
Earnings per share FRERN
Basic (cents) A ) 9 12.46 14.19
Diluted (cents) BE () 9 12.46 14.19

Note: The Group has initially applied HKFRS 16 at 1 April 2019 using the
modified retrospective approach. Under this approach, comparative
information is not restated. See note 3.

The notes on pages 35 to 74 form part of this interim financial
report.

et AREER-_ZE-NAFEOA-BBRBEYH
BEVBRABIKERU B RELER)FE 16
o REBEZNE AREL R REBEE

TE - RHES -
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Consolidated Statement of Financial Position

e MR R

At 30 September 2019 — unaudited (Expressed in Hong Kong dollars)
RZZE—NFANA=ZTH - REFRABTIIR)

At At
30 September 31 March
2019 2019
R=-ZE-—hE R-_ZT—h*F
hB=+H A=+—H
$°000 $°000
F Tz
Non-current assets ERBEE
Property, plant and equipment ME - BENEE 12 198,229 48,338
Intangible assets A E 6,033 6,283
Deferred tax assets EERIAEE 2,315 84
Other receivables, deposits and HEi W EIE - Ze Rk
prepayments B R 14 18,713 21,109
Other non-current assets HEIERBHEE 62,089 50,084
Total non-current assets RBEELRE 287,379 125,898
Current assets REBEE
Accounts receivable & s B 3K 13 6,819,784 7,276,782
Other receivables, deposits and HthElRE ek
prepayments TEfT BB 14 22,171 26,840
Financial assets at fair value through &2 F{EE A B2
profit or loss TREE 8,027 8,745
Tax recoverable Al 3R [0 #7418 1,550 11,822
Cash and cash equivalents RERBEEEEY 15 400,863 401,254
Total current assets RBEELE 7,252,395 7,725,443
Current liabilities REBEE
Accounts payable &~ BR 3K 16 1,019,315 1,226,209
Accrued expenses and other payables [ &5t 5 5 & H #b & it 50 18 17 61,915 53,747
Amount due to a related company T — IR E R B FHIE 22(a)(iv) 200,166 200,076
Bank loans RITER 18 3,080,871 3,445,515
Lease liabilities HEBE 3(c)() 66,334 =
Current taxation Bl HA B¢ 18 19,686 2,487
Total current liabilites =~ #“#Af\&®E 4,448,287 4,928,034
Netcurrentassets ______________*HA®EEFE . . 2,804,108 2,797,409
Total assets less current liabilites HEERERA®AE 3,091,487 2,923,307 _
Non-current liabilities kRBERE
Lease liabilities HEBE 3(c)() 89,995 —
Deferred tax liabilities EEFIEAE - 17
Total non-current liabilities kRBEBEHEE 89,995 17
NET ASSETS EEFE 3,001,492 2,923,290
BARSSEBRERAT | —T— N/ _ZFPHHRE 31



Consolidated Statement of Financial Position
e AR R R

At 30 September 2019 — unaudited (Expressed in Hong Kong dollars)
RZZ—AFAA=ZFTBE -REFZABTIR)

At At

30 September 31 March
2019 2019
R-B-hhE RZZE—NF

hB=+8H =ZA=+—H

$°000 $'000
Tx Tt

EQUITY =
Share capital A% X 19(a) 509,189 509,189
Share premium f% 19 5% B 19(c) 738,020 738,020
Exchange reserve PE 5 % 19(c) 471 265
Merger reserve A s 19(c) (20,000) (20,000)
Retained profits R B % A 1,773,812 1,695,816
TOTAL EQUITY ERAE 3,001,492 2,923,290

Note: The Group has initially applied HKFRS 16 at 1 April 2019 using the  ffit - AEBER —_Z— A FMNA— BB BEHA

modified retrospective approach. Under this approach, comparative BEVBREBI(EAU B RMEER)FE16
information is not restated. See note 3. 55 o BIBRZ AR AK B KR E L REIEE

fTEM - RHFEES -

The notes on pages 35 to 74 form part of this interim financial $35ZF 748 7 M T a2 BB 5 3R &5 H o 38
report. oo
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Consolidated Statement of Changes in Equity

For the six months ended 30 September 2019 — unaudited (Expressed in Hong Kong dollars)

BE-Z-AFAA=ZFTBHLEARER — REFERUABTIIR)

Share
capital

BA
$000
fr

Share
premium
ki
B
$000
i

Exchange
reserve

§000
fr

Investment
revaluation
reserve

Merger
reserve
At
i
$1000
fr

Share
option
reserve

Retained
profits
B
&
$000
T

At 1 April 2018 RZE-NEBA-A 509,189 738,020 15 3917 (20,000) 7399 1398362 2,636,962
First adoption of HKFRS 9 ENARERTBREES
9% - - - (3.977) - - 3581 (396)
Adjusted balance at 1 Apri 2018 AREN-F-\EMA-A
LR 509,189 738,020 19 - (20,000) 7,399 1,401,943 2,636,566
Changes in equity for the six months BE-E-NEAR=1H
ended 30 September 2018; LrERZEERE
Profit for the period BN S = - - - - 24083 240,833
Other comprehensive income EH2ERE - - 32 - - - - 342
Total comprehensive income for the period B2 ENHLE - - 342 - - - 0833 241175
Divicend paid during the period BNEARE 19(0) - - - - - - (154454 (154,454)
Transfer of reserve upon lapse of FRELNBREERD
share options e - - - - - (7,399) 7399 =
At 30 September 2018 R=B-NEARZTA 500,189 738,020 37 - (20000 - 1495721 2,723,287
At 1 October 2018 R-E-NE+R-H 509,189 738,020 357 - (20,000) - 1495721 2,723,287
Changes in equity for the six months HE-E-nE=R=1-H
ended 31 March 2019: tAERZEEED !
Profitfor the period BREd - - - - - - 200005 200,095
Other comprenensive income L 2EkE - - (92) = = = = (9)
Total comprehensive income for the period ~~ BIR2ANZEEE - - %) - - - 200095 200,003
At 31 March 2019 R-Z-NEZR=Zt+-H 509,189 738,020 265 - (20,000) - 1,695,816 2,923,290
At 1 April 2019 RZE-NEBAR-A 509,189 738,020 265 - (20,000) - 1,695,816 2,923,290
First adoption of HKFRS 16 ERRRERBREEY
2165 - - - - - - (120 (112
Adjusted balance at 1 Apri 2019 AREN-F-NEMA-A
b1 509,189 738,020 265 - (20,000) - 1,694,696 2,922,170
Changes in equity for the six months BZ-E-AEAR=1H
ended 30 September 2019; trERZEERE
Profit for the period SRR - - - - - - 21505 211,505
Other comprehensive income Eh2ENE - - 206 - - - - 206
Total comprehensive income for the period B2 ENHLE - - 206 - - - M08 21174
Divicend paid during the period BREARE 19(0) - - - - - - (132,389  (132,389)
At 30 September 2019 RZE-AEAR=1A 509,189 738,020 4n - (20,000) - 1,773,812 3,001,492

The notes on pages 35 to 74 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement
ARG EeRERER

For the six months ended 30 September 2019 — unaudited (Expressed in Hong Kong dollars)
HEZZ-NFAAZFTBLEANEA — REFERCABTIR)

Six months ended
30 September
BEAA=1THIAEA

2019

—E2-hE
$’000
T

2018
—E—)N\F
$'000

Tt

Operating activities ReEEH
Cash generated from operations KEEBRERS 510,202 4,337,401
Hong Kong Profits Tax paid EfREEFNEH = —
Net cash generated from operating K& ZEMEBRLFE

activities 510,202 4,337,401
Investing activities REZH
Purchase of property, plant and BEVE BEERE

equipment (3,023) (4,615)
Other cash flows arising RETHEEZEMBEESR

from investing activities 83,554 70,698
Net cash generated RETHMERESFHE

from investing activities 80,531 66,083
Financing activities & EE
Dividends paid to equity shareholders AR TR E K E

of the Company (132,389) (154,454)
Bank loans repayment EERITEX (359,256) (4,313,232)
Other cash flows arising REEHEE2HMBE SR

from financing activities (92,764) 108,689
Net cash used in financing activities MEZHMARLFEH _ (584,409)  (4,358,997)
Net increase in cash ReRESEEY

and cash equivalents 0 E 58 6,324 44,487
Cash and cash equivalents RUA-—HZzHZ

at 1 April LBRESEEY 401,254 511,887
Effect of foreign exchange rate EREgFHoEE

changes (6,715) (2,006)
Cash and cash equivalents RAB=+RAZHEE

at 30 September FREEEY 15 400,863 554,368

The notes on pages 35 to 74 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

2N

AR B P B R R BY

(Expressed in Hong Kong dollars unless otherwise indicated)

(BR=EEBEI - LBITTIHIR)

GENERAL INFORMATION

Bright Smart Securities & Commodities Group Limited
(the “Company”) was incorporated in the Cayman Islands
on 4 August 2009 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The
consolidated interim financial report of the Company as
at and for the six months ended 30 September 2019
comprises the Company and its subsidiaries (together
referred to as the “Group”).

BASIS OF PREPARATION

This interim financial report for the six months period ended
30 September 2019 has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34, Interim
Financial Reporting, issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”). This interim
financial report also complies with the applicable disclosure
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2018/19 annual financial statements, except for the
accounting policy changes that are expected to be reflected
in the 2019/20 annual financial statements. Details of
changes in accounting policies are set out in note 3.

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

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with the Hong Kong
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity”, issued by the HKICPA.
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Notes to the Unaudited Interim Financial Report

2N

AR F P A B R R B

(Expressed in Hong Kong dollars unless otherwise indicated)

(RS BEAI - ETIIR)

36

BASIS OF PREPARATION (Continued)

The financial information relating to the financial year ended
31 March 2019 that is included in the interim financial
report as being previously reported information does not
constitute the Company’s statutory financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the year
ended 31 March 2019 are available from the Company’s
registered office. The auditors have expressed an
unqualified opinion on those financial statements in their
report dated 19 June 2019.

CHANGES IN ACCOUNTING POLICIES

The accounting policies applied in preparing the condensed
consolidated interim financial report are the same as those
applied in preparing the consolidated financial statements
for the year ended 31 March 2019, as disclosed in the
annual report and financial statements for the year ended
31 March 2019 except for the followings which are first time
being applied for the period.

The changes in accounting policies are also expected to be
reflected in the Group’s consolidated financial statements
as at and for the year ending 31 March 2020.

The Group has initially adopted HKFRS 16 Leases from 1
April 2019. A number of other new standards are effective
from 1 April 2019 but they do not have a material effect
on the Group’s financial statements. The Group has not
applied any new standard or interpretation that is not yet
effective for the current accounting period.

HKFRS 16 introduced a single, on-balance sheet
accounting model for lessees. As a result, the Group, as
a lessee, has recognised right-of-use assets representing
its rights to use the underlying assets and lease liabilities
representing its obligation to make lease payments.

mMBEEE#)

TR BREMEEREE_T—NF
AT BLEMBFEZMBEER(E
BAEEBERZER) AL ABERARF Z
MBFEREERBRE - EHRHEKEZ
LZUBERE BHE-_T-NF=ZA=1+—
ALEFEZEEMBHRRANARF Z
AMMERERN  RBER_ZT-NAFEX
AT NBBERZBETRZFMHRE
HRERBEER -

B BREEE

REBASATHYBREREAZS
AAHREBE_T-AF=ZA=1+—~H
LFEEFREMBRRABERREE
—TE-NFE=-ZRAR=+-HLFEZHA
MBRERESEAERR - TR AR
BXRERERIN

SR RREFEHNERNAKEHEE
E_ZF=-A=+-HLFENKREY
MR R

AEBECR -_FE-NFOA—-BREYR
RMEEYBRELEANFIRIBAE] -
ETHEMHTEINE T -AFOA—
BEEN  BEHARKRENPHBRRALEE
AREE - AEEYERBEMRASEH
A R AR R AT RISk 2 8 -
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

The Group has applied HKFRS 16 using the modified
retrospective approach, under which the cumulative effect
of initial application is recognised in retained profits at
1 April 2019. Accordingly, the comparative information
presented for 2018/19 has not been restated — i.e. it
is presented, as previously reported, under HKAS 17
and related interpretations. The details of the changes in
accounting policies are disclosed below:

(a)

BrERSETREETRAF |

Definition of a lease

Previously, the Group determined at contract
inception whether an arrangement was or contained
a lease under HK(IFRIC) Interpretation 4 Determining
Whether an Arrangement contains a Lease. The Group
now assesses whether a contract is or contains a
lease based on the new definition of a lease. Under
HKFRS 16, a contract is, or contains, a lease if the
contract conveys a right to control the use of an
identified asset for a period of time in exchange for
consideration.

On transition to HKFRS 16, the Group elected to
apply the practical expedient to grandfather the
assessment of which transactions are leases. It
applied HKFRS 16 only to contracts that were
previously identified as leases. Contracts that were
not identified as leases under HKAS 17 and HK(IFRIC)
Interpretation 4 were not reassessed. Therefore,
the definition of a lease under HKFRS 16 has been
applied only to contracts entered into or changed on
or after 1 April 2019.

TN/ —FFPHRE

3
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CHANGES IN ACCOUNTING POLICIES

(Continued)

(a)

(b)

Definition of a lease (Continued)

At inception or on reassessment of a contract that
contains a lease component, the Group allocates
the consideration in the contract to each lease and
non-lease component on the basis of their relative
stand-alone prices. However, for leases of properties
in which it is a lessee, the Group has elected not
to separate non-lease components and will instead
account for the lease and non-lease components as a
single lease component.

As a lessee

As a lessee, the Group previously classified leases as
operating or finance leases based on its assessment
of whether the lease transferred substantially all of the
risks and rewards of ownership. Under HKFRS 16,
the Group recognises right-of-use assets and lease
liabilities for most leases — i.e. these leases are on-
balance sheet.

However, the Group has elected not to recognise
right-of-use assets and lease liabilities for some leases
of low-value assets. The Group recognises the lease
payments associated with these leases as an expense
on a straight-line basis over the lease term.

3

=r
=

(b)

SRR (2)

HEES &)
REBREFTIEBEHEENER
BOALSEENEEBEENAY
LAl RNEESBESHEY
SHMEBELSD - Rif1 - WRAE
EEARBANYLAE  K£@
DREFFSIAELD M2
HERFEERHIEAE —WHE
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HEAE REHRERRANEE
MEfE -
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3 CHANGES IN ACCOUNTING POLICIES 3 EHEEFH )
(Continued)

(b) As a lessee (Continued) (b)y EBEBAE)
The Group presents right-of-use assets that do REBRIME BEREHEIAT
not meet the definition of investment property in TAREREYVEETENFERESR
‘property, plant and equipment’, the same line item as E-RWmEINRAEBEMEREEEZ
it presents underlying assets of the same nature that MEEMMERER R-ZZT—NEF
it owns. The carrying amounts of right-of-use assets MA—BER-_Z—AFAA=1+H
recognised on 1 April 2019 and 30 September 2019 MR2EAREENREEDAENDT :

are as below:

Property,
plant and
equipment
B
$°000
Fr
Balance at 1 April 2019 RZZE—NFNA—HHKRRE 35,026
Balance at 30 September 2019 RZZBE-—NRFNLA=ZTHENHE 154,906
() Significant accounting policies () FESTBR
The Group recognises a right-of-use asset and EHRERAKAD  NEBERE
a lease liability at the lease commencement AEEEMHEBGE - FHARE
date. The right-of-use asset is initially measured BERKARNETIHAZ  H
at cost, and subsequently at cost less any BIEAARETMEFINER
accumulated depreciation and impairment BEEBEGE YHHEEARE
losses, and adjusted for certain remeasurements METEHNFTEHETHE -

of the lease liability.
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CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) As a lessee (Continued)

(i)

Significant accounting policies (Continued)
The lease liability is initially measured at the
present value of the lease payments that are not
paid at the commencement date, discounted
using the interest rate implicit in the lease or,
if that rate cannot be readily determined, the
Group’s incremental borrowing rate. Generally,
the Group uses its incremental borrowing rate as
the discount rate.

The lease liability is subsequently increased
by the interest cost on the lease liability and
decreased by lease payment made. It is
remeasured when there is a change in future
lease payments arising from a change in an
index or rate, a change in the estimate of the
amount expected to be payable under a residual
value guarantee, or as appropriate, changes
in the assessment of whether a purchase or
extension option is reasonably certain to be
exercised or a termination option is reasonably
certain not to be exercised.

The Group has applied judgement to determine
the lease term for some lease contracts in which
it is a lessee that includes renewal options. The
assessment of whether the Group is reasonably
certain to exercise such options impacts the
lease term, which significantly affects the
amount of lease liabilities and right-of-use assets
recognised.

3
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)
(b) As a lessee (Continued)

(ii) Transition
Previously, the Group classified property leases
as operating leases under HKAS 17. These
include office building. The leases typically run
for a period of 1 to 4 years.

At transition, for leases classified as operating
leases under HKAS 17, lease liabilities were
measured at the present value of the remaining
lease payments, discounted at the Group’
incremental borrowing rate as at 1 April 2019.
Right-of-use assets are measured at either:

—  their carrying amount as if HKFRS 16 had
been applied since the commencement
date, discounted using the lessee’s
incremental borrowing rate at the date of
initial application — the Group applied this
approach to its property leases; or

— an amount equal to the lease liability,

adjusted by the amount of any prepaid or
accrued lease payments.

BABHETREERRAF | —FT—h/ —FFHHRE
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3 CHANGES IN ACCOUNTING POLICIES 3 XS

(Continued)

(b) As a lessee (Continued) (b)y EBEBANE)
(i) Transition (Continued) (i) BEE)
The Group used the following practical BEESMBEREERFE165E
expedients when applying HKFRS 16 to leases BARILAIRIEE S ST ERIE
previously classified as operating leases under 17RE D AEEHEENHEE
HKAS 17. W AEBERAUTEHEEK

RIUETTA o

— Applied the exemption not to recognise — ERRRTHAREHTE
right-of-use assets and liabilities for leases BI2EANHEENEHE
with less than 12 months of lease term. BEMAE-

—  Excluded initial direct costs from measuring — EVRERBF=EFEH#E
the right-of-use asset at the date of initial BERTREVNBEREK
application. A o

—  Used hindsight when determining the lease — WMRERABEFEMKIL
term if the contract contains options to HEMEERE EET
extend or terminate the lease. THEAR(E R R 28 -
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3 CHANGES IN ACCOUNTING POLICIES 3 EHEEFH )
(Continued)

(c) Impacts on financial statements (c) HUBBRRATE
() Impacts on transition (i) ¥T§5F NWEE
On transition to HKFRS 16, the Group BEZEBUBRELERNE16
recognised additional right-of-use assets and SiE - NREBEIMEREHE
additional lease liabilities, recognising the BEMBEEEE LRREBH
difference in retained profits. The impact on FEREZRE -HBAEMNTERE
transition is summarised below: wmanR

1 April 2019
—E-hF

mA— A
$°000
Fi

Right-of-use assets presented in property, R¥¥% - BE R R EHRE

plant and equipment FREEE 35,026
Lease liabilities HEBE 36,259
Derecognition of other liability BIFEREM ARG (113)
Retained profits R & A (1,120)
When measuring lease liabilities for leases that 2N /RKEHENHEE
were classified as operating leases, the Group BER  AEBNUN_FT-NLEF
discounted lease payments using its incremental MA—AMEEEER KR
borrowing rate at 1 April 2019. MER -
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CHANGES IN ACCOUNTING POLICIES

(Continued)
(c) Impacts on financial statements

(i) Impacts on transition

Operating lease commitment at 31 March
2019 as disclosed in the Group’s

3 BHBESF#)

(c) HHEHERNITE

EAEEERE

i) HBENSE

MHEHRETHEOR
—NEZRA=T—HHKE

1 April 2019
—E2-NF

mE—A

$°000
Fr

consolidated financial statements THE A 198,437
Commitments relating to leases not yet BRI ENAE
commenced (160,541)
Discounted using the incremental borrowing #fA-ZE— AL FEMN A —HRIEE
rate at 1 April 2019 BEMNELLE (1,637)
Lease liabilities recognised at 1 April 2019 WZ-ZZ—-AFMWA—BHERNEE
BfE 36,259

The remaining contractual maturities of the
Group’s lease liabilities at the end of the
reporting period and at the date of transition to
HKFRS 16 are as follows:

RBERRIBEET YK

WEEAEICHMEH - AE
BEEEENSTAOHBE
AT :

As at 30 September 2019 As at 1 April 2019
R=Z-AFNA=1H R=E-NEMA-A
Present value Present value
of the minimum  Total minimum  of the minimum  Total minimum
lease payments lease payment  lease payments  lease payment
REHE REHE Wﬁ‘ KEHE
NHRE L TR f
$000 $000
T T
Within one year —&ER 66,334 69,619 19,521 20,222
After one year but within five year —FEEREER 89,995 91,875 16,738 17,169
156,329 161,494 36,259 37,391
Less: total future interest expense i : AR FISF % A5 (5,165) (1,132)
Present value of lease liabiities ~ T EBERME 156,329 36,259
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BrERSETREETRAF |

C A TTEIR)

CHANGES IN ACCOUNTING POLICIES

(Continued)

(c) Impacts on financial statements (Continued)

(ii)

Impacts for the period

As a result of initially applying HKFRS 16, in
relation to the leases that were previously
classified as operating leases, the Group
recognised $154,906,000 carrying amounts of
right-of-use assets and $156,329,000 of lease
liabilities as at 30 September 2019.

Also in relation to those leases under HKFRS
16, the Group has recognised depreciation
and interest costs, instead of operating lease
expense. During the six months ended 30
September 2019, the Group recognised
$37,104,000 of depreciation charges and
$2,016,000 of interest costs from these leases.

In the cash flow statement, the Group as a
lessee is required to split rentals paid under
capitalised leases into their capital element and
interest element. These elements are classified
as financing cash outflows, similar to how leases
previously classified as finance leases under
HKAS 17 were treated, rather than as operating
cash outflows, as was the case for operating
leases under HKAS 17. Although total cash
flows are unaffected, the adoption of HKFRS
16 therefore results in a significant change in
presentation of cash flows within the cash flow
statement.

TN/ —FFPHRE

3
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4 REVENUE 4 WA
The principal activities of the Group are securities broking, AEBZFEEKATSFERL  HFER
margin financing, commodities and futures broking, bullion E EmihkBEgr RESXHIRBL
trading and leveraged foreign exchange trading. BEERAIINERHRH -
The amount of each significant category of revenue is as EEZHEAMNBASBOT :
follows:

Six months ended
30 September
BEhRLA=1THLAXEA

2019 2018
—E-NE
$°000
T
Revenue from contracts with ERMHRELENF155
customers within HERZEEEHWA
the scope of HKFRS 15
Brokerage commission LRl 231,772 249,934
Revenue from other sources H A 2RIREUW A
Dealing income from bullion trading BEERXR KA 8,171 15,123
Dealing income from leveraged foreign 18 #& 2 9MNE 25 5 U A
exchange trading 700 158
Interest income from margin financing & g & | 8 Uk A 150,421 185,283
Interest income from IPO financing BALAHAZERER S RA 2,693 20,921
161,985 221,485
393,757 471,419
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5 OTHER INCOME 5 Hitls=

Six months ended
30 September
BERLA=THLAXEA

2019 2018
ZE-NEF —T-N\F
$°000 $’000
F Tt
Interest income from FEWARE
Financial assets carried at BRBHERAIEZESRMEE
amortised cost
— Authorised institutions — R HE 71,325 54,107
— Others — H b 1,146 185
72,471 54,292
Financial assets carried at FVPL DI AFEFTAEBRZZARTEKRZ
EMEE
— Cash clients —RBeREF 10,853 14,718
83,324 69,010
Handling and settlement fees FEBLMEEER 32,913 38,564
Dividend income & B WA 204 1,586
Sundry income HMEIF A 2,919 2,622
119,360 111,782
6 OTHER NET LOSS 6 HtEsEFE

Six months ended
30 September
BZEAA=1THLAEA

2019

ZE-NF
$°000
T

Realised (loss)/gain from financial assets & 238 (E518) WK 51X A FE

2018
—T-N\F
$'000

T

at fair value through profit or loss FFABRCEREE 9) 203
Unrealised loss from financial assets at K& R EE K AL A FEFT B2
fair value through profit or loss ZERMEE (683) (4,800)
(692) (4,597)
Net foreign exchange loss SNE 518 R (6,043) (3,459
(Loss)/gain on disposals of property, HEDE - BE &K E
plant and equipment (B18) = (1) 102
Error trades arising from dealings g ) (73) (48)
Others Hh (3,937) (357)
(10,746) (8,359)
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7 PROFIT BEFORE TAXATION 7 BR#BAIER
Profit before taxation is arrived at after charging: bR A R DR bR T3 &5 E & = 5

Six months ended
30 September
BEhRA=1THLAXEA

2019 2018
—E-hEF
$°000
T
(a) Finance costs (a) BIEEA A
Interest expense on WTEEBEZHERAL
— Bank loans for IPO financing — BRAHBERE
ZIRITER 2,662 16,498
— Other bank loans — BEMIRITER 45,943 79,175
— Lease liabilities —HEAaE 2,016 -
— Loans from related companies — REBEANTER 4,764 5,208
— Others — HAth 582 594
55,967 101,475
(b) Other operating expenses (b) Hh&EREX
Advertising and promotion BEREERX
expenses 5,148 3,790
Auditors’ remuneration % ERAT B & 762 766
Commission, handling and Kefe FEB
settlement expenses LEEE R 40,252 42,062
Information and communication BANBARS
expenses 22,109 18,801
Legal and professional fees FENEXER 1,668 1,552
Operating lease payments KB TR AR
— property rentals — MERS - 31,033
Rates and building management EMRIEFERE
fees 2,879 2,349
Miscellaneous expenses IR S 20,104 18,687
92,922 119,040
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(Expressed in Hong Kong dollars unless otherwise indicated)
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8§ INCOME TAX IN THE CONSOLIDATED 8
STATEMENT OF COMPREHENSIVE
INCOME

Current tax — Hong Kong Profits ENHATEE — FEBRAEBH

RETHWBERZAEHR

Six months ended
30 September
BEAA=+HLAEA
2019 2018

—E-NF —E—N\F
$’000 $’000
Frx T

Tax
Provision for the period BB 27,471 33,074
Over-provision in respect of prior years @ 1f 4 /& B 58 B 45 - (1)
Deferred tax i HE 18
Origination and reversal of temporary B Z 58 7 7R & & 6

differences (2,248) (2,507)
Total tax charge for the period HARIES L2 25,223 30,556

The provision for Hong Kong Profits Tax is calculated by
applying the estimated annual effective tax rate of 16.5%
(2018: 16.5%) to the six months ended 30 September
2019, 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 $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
2018.

BABSFERMEBERAR | —T—h/ —TFPHRE
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9 EARNINGS PER SHARE 9 BREF
Basic earnings per share BREXEF
Basic earnings per share is calculated by dividing the profit P% 2 AR & FI T LA AN X B RE 25 IR ER E Ah
for the period attributable to equity shareholders of the HA /A 558 1 BR LA HA 79 B 17 3 3@ A% 2 N
Company by the weighted average number of ordinary HEFE o

shares in issue during the period.

Six months ended
30 September
BZEZAA=1THLAEA

2019 2018
ZE-NF
Earnings R
Profit for the period attributable AN B S AR R E (S AR & T

to equity shareholders (Fz)

of the Company ($°000) 211,505 240,833
Number of shares KRG EAE
Weighted average number BEITEBRR 2 INEFHE

of ordinary shares in issue (FAR)

(in thousands) 1,697,296 1,697,296
Basic earnings per share (cents) FRREREF (1) 12.46 14.19
Diluted earnings per share BREFEF
There was no dilutive potential ordinary share during the HAarmgstErsaR(EE=_Z
period (six months ended 30 September 2018: nil) and —NFALA=Z+BIENEAR: &)
diluted earnings per share is therefore equal to basic It SREERNASENSRERNEF -

earnings per share.

10 DIVIDEND 10 RE
The Board does not recommend the payment of an interim EfEeTEEMBE_T-NAFNALA=T
dividend in respect of the six months ended 30 September BIERERKEFHKRE(BE_Z—N
2019 (six months ended 30 September 2018: nil). FAA=ZFBLEREAR : &) -

50 Bright Smart Securities & Commodities Group Limited | Interim Report 2019/20



Notes to the Unaudited Interim Financial Report

% P B 8 R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BR=EEBEI - LBITTIHIR)

11 SEGMENT REPORTING

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

(a)

BrERSETREETRAF |

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

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

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

Segment results, assets and liabilities

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

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

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

TN/ —FFPHRE

11

i)

okt

B &

AEEEXBEMNE DD BATEELR
%o REBEZRUERD B R RBEFE -
MAEEZSTHREEAEAZRER
—HZAAZ2NNAT=FATHRED B - #
BEHKEDRAEK T HRE D °

— RBFERL —RENFBENEBINTS
BEZRFBERBEALLE TP
REFRERRERS

— BAmkBELERL —RHREELE
S EEz MMl EANZE
ACHRTS -

— RBREeXRZ —RESEELAEFP
RURESXHRH -

(a) DEMERE BERER

RFEIBRBERRE
BR AEERETR
ATEEEREARSE
XB BENMAE:

B A 9 B
BAEBIK
RS 2

pa
~

pa

&5 IR S

THEERRMARNEERRD
BE WRODERREERSIN -2
HMEEEERENSBEBERZE
EREAER -

RBELBEFARABZATEZE
ERVBKARBERN 2 &F
(TEBIT])) - BB HEBT AEE &
FlepnrEETcEBEANSB2E
B (I RARFTHAAR) EHL #E — 5
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.

11 SEGMENT REPORTING (continued) 11 DE\E )

(b) Segment information (b)y 7 HEH

Six months ended 30 September 2019

BE-E-NFAA=TAHLAER
Commodities
and futures
broking
Bmk
BHEEL HERE HEERS
$'000 $°000 $°000
T T T

Bullion
trading

Securities
broking

Revenue from customers: KERFZWA :
— Brokerage commission — B Ee 122,774 109,540 - 232,314
— Dealing income — X HWA - - 8,170 8,170
— Interest income from margin — HRBEFBMA

financing 150,421 - - 150,421
— Interest income from IPO —BRARRABERE

financing FEWA 2,693 - - 2,693
Reportable segment revenue ARESBKA 275,888 109,540 8,170 393,598
Interest income from cash clients  HE&ZFFI 2K A 10,853 - - 10,853
Other interest income HipF 8l A 60,550 11,723 190 72,463
Handling and settlement fees FEBLEESBA 32,907 6 - 32,913
Reportable segment profit (EBIT) AT #7454 &8 )& F(EBIT) 239,904 43,191 6,388 289,483
Amortisation and depreciation BHERTE (9,166) (4) - (9,170)
Finance costs R (56,158) (6) - (56,164)
Additions to non-current segment  HIRRE 2 JER B

assets during the period NHEE 3,019 - - 3,019

At 30 September 2019
R=Z-hFNA=+H
Commodities
Securities  and futures Bullion
broking broking trading
Bmk
FHEL HELL HEERS
$'000 $°000 $'000
T T T
Reportable segment assets AREHIHEE 6,648,674 761,348 45,447 7,455,469
Reportable segment liabilties RESDEE (3,863,931) (519,429) (27,234) (4,410,594
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11 SEGMENT REPORTING (Continued) 11 oKL &)

(b) DEMER (&)

(b) Segment information (Continued)

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

Securities
broking

BEma
$'000
Tr

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

T T

Bullion
trading

Revenue from customers: REREZWA :
— Brokerage commission —&ERe 156,048 94,939 - 250,987
— Dealing income LN - - 15,1283 15,123
— Interest income from margin —HEREFNSRA

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

financing FL2UA 20,921 - - 20,921
Reportable segment revenue AREDBRA 362,015 95,176 15,123 472,314
Interest income from cash clients  BE&EFE M2 WA 14,718 - - 14,718
Other interest income Hit M S BA 47,050 7,061 181 54,292
Handling and settlement fees FEBREEER 38,559 5 - 38,564
Reportable segment profit (EBIT) AT 374 % &5 )& FI(EBIT) 329,880 28,468 12,631 370,979
Amortisation and depreciation BERITE 12,035 30 = 12,065
Finance costs B BY A 105,768 - - 105,768
Additions to non-current segment  HIRRE 2 JER B

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

Securities
broking

BERG
$'000
T

At 31 March 2019
R=F-n&E=A=1+-H
Commodities
and futures
broking
R
HELL HEER S
$000 $°000
T T

Bullion
trading

Reportable segment assets RENHEE 7,067,763 797,088 86,111 7,950,962
Reportable segment liabilities REsHEE (4,446,144) (478,299 (r3,222)  (4,997,665)
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11 SEGMENT REPORTING (Continued) 11 2EHRE2)
(¢) Reconciliation of reportable segment profit, (c) IHEIWER BEEREEBZ
assets and liabilities HE

Six months ended
30 September
BZhALA=1THLAXEA

2019 2018
—E-hEF —E-N\F
$’000 $'000
Fx T
Revenue A
Reportable segment revenue Al R4 o 2R UR A 393,598 472,314
Elimination %35 (541) (1,053)
Unallocated corporate revenue AR FRA 700 158
Consolidated revenue el 393,757 471,419
Profit i
Reportable segment profit (EBIT) A& 9 80 FIEBIT) 289,483 370,979
Finance costs B 75 B AR (55,967) (101,475)
Unallocated corporate income AOEERABUWA 11,962 34,768
Unallocated corporate expenses Ao RARIAX (8,750) (32,883)
Consolidated profit before taxation 4R A BR B AR T 236,728 271,389

At At

30 September 31 March
2019 2019
R-ZB-HF RIZ-NF

hA=+tH =HA=+—H

$°000 $’000
S i
Assets BE
Reportable segment assets AMmENHEE 7,455,469 7,950,962
Elimination FgE| (125,707) (133,941)
Unallocated corporate assets AOBRAREE 210,012 34,320
Consolidated total assets GLEBERE 7,539,774 7,851,341
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11 SEGMENT REPORTING (Continued) 11 DE\E )
(c) Reconciliation of reportable segment profit, (c) IHETRER BEEREEBZ
assets and liabilities (Continued) HER(E)

At

30 September

2019

R-ZE—h&F

hBA=+H

$’000

T

Liabilities =L

Reportable segment liabilities ARESHEE (4,410,594) (4,997,665)
Elimination H 5H 561,717 452,626
Unallocated corporate liabilities AOBRARIEE (689,405) (383,012)
Consolidated total liabilities e ABERE (4,538,282) (4,928,051)

12 PROPERTY, PLANT AND EQUIPMENT

Acquisitions and disposals

As discussed in note 3, the Group has initially applied
HKFRS 16 using the modified retrospective method and
adjusted the opening balances at 1 April 2019 to recognize
right-of-use assets relating to leases which were previously
classified as operating leases under HKAS 17. The additions
to right-of-use assets of the Group was amounted to
$163,476,000 for the six months ended 30 September
2019. Further details are set out in note 3.

During the six months ended 30 September 2019, the
Group acquired property, plant and equipment with a cost
of $3,023,000 (six months ended 30 September 2018:
$4,015,000). Property, plant and equipment with a net
book value $2,250,000 (six months ended 30 September
2018: Nil) were disposed during the six months ended
30 September 2019. A loss on disposal of $1,000 was
recognised during the six months ended 30 September
2019 (six months ended 30 September 2018: gain of
$102,000).

BABSFERMEBERAR | —T—h/ —TFPHRE

12

WERLE

MK ST - AEEER T —NLFN
A—BHBBERPAZREZVERAT(EE
MEHEEDNE165E - WERERIRIE
(BEEGTENFI7THEFEAKLEHE
MIEEHEFERRBEEE - REBEE=-ZF—N
FNAZFTRHIEANMER  REBEHEFEH
& E163,476,0007C - E Z BB L H
MI5ES ©

REBEEZ_ZFTE—NLFhLA=Z+THLEARE
B REBIZKA3,023,000t(HE T
—N\NFALA=+THI/MEA 4015000
TIBAME BEERE REBEEZZT
—NFALAZ+HLEXMEA  EEFE
2,250,000 (BE=_ZFE—N\FNLA=+
HIEABEA 2w BELEEZED
EHE RNEE_ZT—hLhFHLA=TH
IEARM@EA - BREEEIE1,000T(HE
—E-N\FAA=Z+tBHLEARER : K
102,000 ) °
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13 ACCOUNTS RECEIVABLE 13 EWERR
At At
30 September 31 March
2019 2019
R=ZB—hFE RZZT-IF
=A=+—8H
$°000
T

hBA=+8
$°000
T

56

Accounts receivable FE U BR FX
Accounts receivable from: FEUWRBRFRE -
— Clearing houses — EEM 750,371 741,019
— Brokers and dealers — BN G 188,714 240,356
Less: Loss allowance B RS (183) (183)
Financial assets measured at amortised R¥ER NI E 2 SR E E
cost 938,902 981,192
Accounts receivable from: FEURBR R A -
— Cash clients — ReRF 229,762 225,351
— Margin clients — HFREF 5,641,949 6,069,755
— Subscription of new shares in IPO — R E A AR EHE IR 9,171 484
Financial assets measured at FVPL WA EFABZZARGTEZ
EHREE 5,880,882 6,295,590
6,819,784 7,276,782
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13 ACCOUNTS RECEIVABLE (Continued)

The ageing analysis of accounts receivable from cash
clients based on the settlement date as at the end of the
reporting period is as follows:

13 BEWERR (&)

RBERARZEBUREEFPEFREE
BZMREDMMT

At At

30 September 31 March
2019 2019
R=ZB-—AF RIZ-NF

hWA=+8B =A=+—H

$’000 $'000

T

Current B ER 29,101 48,011
Less than 1 month sRiEe 09045 122,437

1 to 3 months 1231E A 46,626 16,317

More than 3 months % A31E A 54,090 38,586
. 200,661 . 177,340

229,762 225,351

Accounts receivable from cash clients relate to a wide
range of customers for whom there was no recent history
of default. These receivables are secured by their portfolios
of securities. Cash clients are required to place deposits
as prescribed in the Group’s credit policy before execution
of any purchase transactions. At 30 September 2019,
the total market value of their portfolios of securities was
$1,677,246,000 (31 March 2019: $1,420,498,000). Based
on past experience and current assessment, management
believes that the balances are fully recoverable.

BABSFERMEBERAR | —T—h/ —TFPHRE

BURESEFRERSIRZB/OEHITER
B2 B - ZERWFIBEREFSFE
AEER - RATEMNEERSH  Re
BEFEARASBEZEERRER R
T-—NFALA=+H HEFHFWHE24
(& A1,677,246,000C( T — NF = A
=+—H :1,420,498,0007T) - B #EBE
REERERTE  SEEREEBESRT
28U E -
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13

58

ACCOUNTS RECEIVABLE (Continued)

Margin clients are required to pledge securities collateral
to the Group in order to obtain credit facilities for securities
trading. The amount of credit facilities granted to them is
determined by the discounted value of securities accepted
by the Group. At 30 September 2019, margin loans due
from margin clients were current and repayable on demand
except for $305,000 (31 March 2019: $908,000) where the
margin loans were past due. $228,000 (31 March 2019:
$850,000) were past due for less than 1 month. $10,000
(31 March 2019: nil) were past due for 1 to 3 months.
$27,000 (31 March 2019: $33,000) were past due for 3
months to 1 year. $40,000 (31 March 2019: $25,000) were
past due for over 1 year following the trading suspension
of the pledged securities. At 30 September 2019, the total
market value of securities pledged as collateral in respect of
the loans to borrowing margin clients and all margin clients
were $10,958,384,000 and $15,837,981,000 respectively
(81 March 2019: $12,935,717,000 and $17,689,627,000
respectively). Margin loans that were past due relate to a
number of independent customers that have a good track
record with the Group.

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

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

Accounts receivable from clearing houses, brokers and
dealers are current. These represent (1) pending trades
arising from the business of dealing in securities, which are
normally due within a few days after the trade date and
(2) margin deposits arising from the business of dealing in
futures and options contracts.

13

FE W BR FX (42)

FREFAMAESEZDSHELFKT R
UHMBESFRZEREERE - KTEFZ
CERESHEEASEEM 2 EFUR
BEEET R-TE—NAFHLAZ=ZTH &K
305000 (ZE—NF=A=+—A8:
908,0007T) 2 fF R E @ AR b - E UM FF
BREFZHEERANHBRAREERE
B 2228000t (ZE— N F=ZA=+—
H :850,0007T) % 81 2 /118 A ° 10,000
T(ZZE—NFE=ZA=+—H8: &E)aH
1238 A 27,000 (T — NhFE=A
=+—H :33,00070)# H3E A E14F
40,000 (ZE—NF=A=+—H:
25,0007 RE B Z AL (FE S %8 H
BB1IF - R_ZE—NAFEAA=+H &
ERERFTREFPFAEIFERFERE
REEKFEAERRcESRTED A
#10,958,384,000 7T K 15,837,981,000 7T
(ZE—-AE=Z=A=+—8: 528 A
12,935,717,0007T & 17,689,627,0007C ) °
BHTRERSIRETEAEEFTRT
FHELCHRZBIRE °
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/
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14 OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

14 HiEWFIE

RERBAMNRE

At At
30 September 31 March
2019 2019
R-Z2E—hE RZZT—IF
hB=+H =ZA=+—H
$°000 $’000
FTrx Tt
Rental and utility deposits HERKEEZS 22,682 32,999
Prepayments TE IR 2,483 6,745
Other receivables H b fE W FR IR 15,746 8,232
40,911 47,976
Less: Loss allowance W B R (27) (27)
40,884 47,949
Included in the above balances are amounts of RZE-—NRFNALA=Z+RBEZZF jL$
$18,713,000 and $22,171,000 as at 30 September 2019 _H_+ H stALii#gs 2B R

and 31 March 2019 respectively which are expected to be
recovered in more than one year.

15 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise:

/$18,713,0007T X 22,171,0007T ° ﬁ%%
R—F&UE -

RERBEEEEY

RekBeEEMEIE
At At
30 September 31 March
2019 2019
RZB—hhE RZZ—I%F
=A=+—8H
$°000
T

hBA=+H
$’000
T

Deposits with banks |ITFER 55,102 71,891
Cash at bank and in hand RITRFHEES 346,025 329,627
401,127 401,518
Less: Loss allowance B IR (264) (264)
400,863 401,254
The Group maintains segregated accounts with authorised REBNRAMELEBYES  WBE

institutions to hold client money in the normal course of
business.

At 30 September 2019, client money maintained in
segregated accounts not otherwise dealt with in the interim
financial statements amounted to $7,398,106,000 (31
March 2019: $8,127,351,000).

BAIBHERMEBERLA | —T— N/ —TFFHRE

EGERTRARTFESR

—NEALAZ+TH RBIUKFE
BB I A A R HA B RS R 3k H 30 o BE 1R
2 EBEA % /7,398,106,0007T (=& — AN,
F=HA=+—H :8,127,351,0007T) °
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16 ACCOUNTS PAYABLE

16

FE 13 BR X

At

30 September
2019
R=F—h%F

hBA=+8
$°000
T

At

31 March
2019
NR-T—h4E
=A=+—8H
$°000

T

Accounts payable FERTBR K

— Cash clients —BeRF 159,751 298,822

— Margin clients —HFEEP 692,649 750,347

— Clearing houses — BEEF 145,239 139,275

— Brokers — &4 21,676 37,765
1,019,315 1,226,209

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

17 ACCRUED EXPENSES AND OTHER 17

PAYABLES

RERNERSNBRERR —FRB

EHAERERESRE -

Btk EMENRE

At

30 September
2019
R=F—h%F

hA=+H
$°000
T

At

31 March
2019
RZZE—NF
=A=+—~H
$°000

T+t

Commission rebate payable FES A & B B 16,855 19,128
Accrued bonuses FEETTEAL 22,669 7,902

Stamp duty, trading levy JERENER X5BE
and trading fee payables kX5 3,980 6,473
Receipt in advance FE U SR IE 2,440 2,166
Other payables E b fE S 3E 15,971 18,078
61,915 53,747

All accrued expenses and other payables are expected to
be settled or recognised as income within one year.

60
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18 BANK LOANS

18 RITER

At At

30 September 31 March

2019 2019
R=-ZB—-NF

hWA=+H
$°000
T

Secured loans BEAER

— Bank loans — RITEFK 2,744,871 3,265,515

Unsecured loans EIRAER

— Bank loans — RITEXK 336,000 180,000
3,080,871 3,445,515

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

The bank loans as at 30 September 2019 and 31 March
2019 were interest-bearing. Securities collateral deposited
by the Group’s margin clients was re-pledged to banks
to secure these loan facilities. Such banking facilities
were Uutilised to the extent of $2,744,871,000 (81 March
2019: $3,265,515,000). The fair value of the collateral
repledged to banks as at 30 September 2019 amounted to
$6,398,832,000 (31 March 2019: $7,306,728,000).

19 SHARE CAPITAL, SHARE PREMIUM,
RESERVES AND DIVIDENDS

(a) Share capital

At 30 September 2019
R=B-NFNA=+H
No. of

At 1 April/30 September/
31 March

REA—B/NA=+H/
=A=t+—8

19

PRERITERANR-FREERDIER
RBAE - ROTBEEZEEEEERATE
BE -

W_ZE-—hEAA=+BR-_ZE—NF
ZA=Z+—RAZRITEFRHYETE - A&
EFREFFEZESFEARBERT
BT LUNESEEERRE - BHERTH
B 8H2,744,871,000c(ZE— AL F=
B=+—H :3265,515,0007T) - ® =&
—NFALA=+H BEBTRTZIKF
5h A 1E £6,398,832,0007T (Z & — L5
=A=+—H :7,306,728,0007T) °

BRE - -ROBE FEEKRKRE

(a) B

Authorised ordinary shares of $0.30 each

shares
g !

10,000,000,000

BR0.30T ZEEEER
At 31 March 2019
RZE—-NF=A=+—H
No. of Nominal
shares value
Rin &8 e
$'000
T

Nominal
value
HE
$'000
T
3,000,000

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

BABSFERMEBERAR | —T—h/ —TFPHRE
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19 SHARE CAPITAL, SHARE PREMIUM, 19 BRA&X  -BHPEE HEERRE
RESERVES AND DIVIDENDS (continued) (#&)
(a) Share capital (Continued) (a) BRA&(£E)

Issued and fully paid
ERTRAR
At 30 September 2019 At 31 March 2019
R-E-NFHA=TH RZE—-NF=A=+—H
No. of Nominal No. of Nominal

shares value shares value

RAEE HE BRE R [ELED
$000 $000
Tr Fr

At 1 April/30 September/31 March A A—R/

nA=t+8/

=A=+t—H 1,697,296,308 509,189  1,697,296,308 509,189
The holders of ordinary shares are entitled to receive TEREBEEALYBEELRADRR
dividends as declared from time to time and are BERkike IR ARNFTANE L
entitled to one vote per share at meetings of the TERBRHEZE ZREEE-FTH
Company. All ordinary shares rank equally with regard ETBRRARRIZRBEEFEY
to the Company’s residual assets. ZEREHA -
During the six months ended 30 September 2019 and REBZE-_Z—hAFhLA=1+BHIEA
year ended 31 March 2019, no share options were BAERBE-_Z—hAhF=A=+—
exercised to subscribe for any ordinary shares. AIEFEE WETEFEEREREL

A e
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19 SHARE CAPITAL, SHARE PREMIUM,

RESERVES AND DIVIDENDS (continued) (%)

(b) Dividends

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

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

financial year, approved and paid
during the interim period

b KE

19 BAE - -ROGEE  RERKRE

N TARABEERR ZBETIR
BE—MBRFE AXRPHHEE
#E FOR A

Six months ended
30 September
BEALA=+HLAEA
2019 2018
—E-)N\#F
$'000
T

—E-hEF
$’000
Tx

132,389 154,454

(c)

Nature and purpose of reserves
(i) Share premium

Under the Companies Law of the Cayman
Islands, the share premium account of the
Company may be applied for payment of
distributions or dividends to shareholders
provided that immediately following the date on
which the distribution or dividend is proposed
to be paid, the Company is able to pay its
debts as they fall due in the ordinary course of
business.
(ii) Exchange reserve
The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations
as well as the effective portion of any foreign
exchange differences arising from hedges of the
net investment in these foreign operations.

BABSFERMEBERAR | —T—h/ —TFPHRE
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Z B A i 1B BR A) B 1R S A R
NFRRZDEREKRE - HER
BE #2153 TR 3K 15 BB B A
® ARRNDAEAEREB
RREMNEIBER -

B e

Eif#EHESMEELRRE
BIMNEBZHBERRZERZ
BN A IR FR
BZAMERZBED -

63



Notes to the Unaudited Interim Financial Report
RAEFZ P B R R M e

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

19 SHARE CAPITAL, SHARE PREMIUM, 19 BA B &EE RBERREAE
RESERVES AND DIVIDENDS (continued) (&)
(¢) Nature and purpose of reserves (Continued) (c) EEMEERBENE)
(iii) Merger reserve (iiiy &OtHE

On 29 June 2010, the Company acquired RZE—ZFFA=-+hA8 -
the entire issued share capital of Bright KARBEBRBAIREERER
Smart Futures & Commodities Co., Ltd, ARAABABERERERA
Bright Smart Securities International (H.K.) A -BABRHFEE(EB)AER
Limited and Merit Act Limited through Bright REREEBRAR CBBK
Smart Investment Holdings Limited from RIWEZE AR 2EE 1T
their respective shareholders. The difference BE 7R o A 2 40 VE B i 3 KR 2
between the nominal value of the share capital (S ENE Il KR P N/NE )|
of the subsidiaries acquired as a result of the BRTZBRATE(EARE)
restructuring exercise and the nominal value MEZEZEREREZEHE
of the share capital of the Company issued BVl aHE®EIRN -

in exchange thereof is treated as an equity
movement and recorded in “Merger reserve”.

20 COMMITMENTS 20 AT
Capital commitments BAREE
Capital commitments outstanding at 30 September 2019 RZE-—NFLAZTHRRBEZS
not provided for in the financial statements were as follows: BRERZEREREDT ¢

At At

30 September 31 March

2019 2019
R=-B—-NF

hA=+H
$’000
T

Contracted for BET# 5,083 3,408
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REBZRTHYBREME

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

21 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES

(a) Fair values measurement
(i) Financial assets 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:

o Level 1 valuations: Fair value measured
using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for identical
assets or liabilities at the measurement
date

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

° Level 3 valuation: Fair value measured
using significant unobservable inputs
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REBZTHYBREMEE

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

21 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(a) Fair values measurement (Continued)

Financial assets measured at fair value
(Continued)

(i)

Fair value hierarchy (Continued)

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

Fair value measurement as at
30 September 2019 categorised into

21

BEEREERAFE S

RFEERE)

AEEEE - XUBEKR
TRTABRERAFETA
BaZeMEE)BRETH
B -ZEREZRRAYHBERE
i o

Fair value measurement as at
31 March 2019 categorised into

RZB-nERA=THW RZE-NEZA=ZT—8R
ATEFESEAR ATEHENER
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
-8 ok B=R F—& | E=4
$000 $000 $000 $'000 $000 $:000
Fr Fr Tr T T T
Recurring fair value BEMATETE
measurements
Assets: BE:
Financial assets at fair value R ATE AB#HZ
through profit or loss SREE
— Listed securities — I T#E% 8,027 - - 8,745 - -
— Accounts receivable — EIER - 5,880,882 - - 6,295,590 -
During the six months ended 30 September NEBEEZ-_Z—LENLB=1H
2019, there were no transfers between Level E7NE A - % BEHE _—E 2

1 and Level 2, or transfers into or out of Level
3. 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.
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REEZ P H M| E T

(Expressed in Hong Kong dollars unless otherwise indicated)
(RS HEBI - LAETIIR)

21

FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (Continued)

(b)

liabilities

(i

21

Offsetting financial assets and financial

Financial assets subject to offsetting,
enforceable master netting arrangements or
similar agreements

MHEREERDFEE

b)) EHTHEERTRAE

ZHEHE AFRAIIRHER
BUMBEORCEREE

(i)

As 30 September 2019
RZZ-NERAZTH
Gross
amount of  Net amount
recognised  of financial
financial assets
liabilities ~ presented Related amounts not
Gross  offset in the inthe offset in the consolidated
amount of consolidated consolidated statement of
recognised  statement  statement financial position
financial  of financial of financial Collateral Financial
assets position position received instruments  Net amount
REREHE GauH
RRREHZ HAR252 TRRGEHERRE
ER2ER CEILR tREE EHZRBLE
Type of financial assets SHEEER BEAE  ARER B8 EWERR SHMIE
$000 $000 $000 $000 $000
T n T T T
Accounts receivable due EUREEm 2B
from clearing houses 1,008,021 (845,936) 157,085 - (145,239) 11,846
Accounts recelvable due EREFZER
from clients 6,706,353 (834,682  5871,671  (5,870,680) - 991
7,709,374 (1,680,618 6,028,756  (5,870,680) (145,239) 12,857

BABSFERMEBERAR | —T—h/ —TFPHRE
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REBZTHYBREMEE

(Expressed in Hong Kong dollars unless otherwise indicated)
(RS HIEBI - LAETIIR)

21 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial
liabilities (Continued)

(i) Financial assets subject to offsetting,
enforceable master netting arrangements or
similar agreements (Continued)

Gross
amount of

recognised
financial
assets

Type of financial assets

21 BIREREEBR DAY EE)

b)) EHEBREERTREEE)

() ZHEH LFEIIZHR
BUMBORZEREE(F)

As 31 March 2019
—NEZA=1-A
Gross
amount o~ Net amount
recognised ~ of financial
financial assets
liabilities presented Related amounts not
offset in the in the offset in the consolidated
consolidated  consolidated statement of
statement statement financial position
of financial Collateral Financial
position received instruments  Net amount

$000
T
Accounts receivable due EREEMZER
fiom clearing houses 1749056 (1687508 6172 N R -
Accounts receivable due EUREZER
from clients 7,659,409 (1,364,349) 6,295,060 (6,294,128) - 932
0408663  (OSIETI) 6356786 (6204128  [61726) 932
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REEZ P H M| E T

(Expressed in Hong Kong dollars unless otherwise indicated)
(RS HEBI - LAETIIR)

21 FINANCIAL RISK MANAGEMENT AND 21 BIBEREEBRAFEEE)
FAIR VALUES (Continued)

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

similar agreements

As 30 September 2019
RZZ-NERAZTH
Gross
amount of  Net amount
recognised  of financial
financial liabilities
assets  presented Related amounts not
Gross  offset in the inthe offset in the consolidated
amount of consolidated consolidated statement of
recognised  statement  statement financial position
financial  of financial of financial Collateral Financial
liabilities position position received instruments  Net amount
REEHE GREE
RRZEHZ HAR2 TERGEHERRE
ERRER CEILR tHER ik Pl
Type of financial liabilities £ @& EEFI BfEaE EEAE FE CEhERR $RIA
$000 $000 $000 $000 $000
T T T T T

Accounts payable due to ER&ERZER

clearing houses 001,174 (845,035 145200 (145,2%9) - -
Accounts payable due to clients EREFE 7 & 997,879 (834,682) 163,197 - - 163,197
108005 (1680617 308436  (1452%9) - 183197
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REBZTHYBREMEE

(Expressed in Hong Kong dollars unless otherwise indicated)
(RS HIEBI - LAETIIR)

21 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial
liabilities (Continued)

(ii) Financial liabilities subject to offsetting,
enforceable master netting arrangements or
similar agreements (Continued)

Gross
amount of

recognised
financial
liabilities

Type of financial liabilties

Accounts payable due to EREERZER

21 BIREREEBR DAY EE)

b)) EHEBREERTREEE)

(i) ZTEH RIFFEXIAZHER
BUMBRORZEREE(E)

As 31 March 2019
—NEZA=1-A
Gross
amount o Net amount
recognised o financial
financial liabilities
assets presented Related amounts not
offset in the in the offset in the consolidated
consolidated  consolidated statement of
statement statement financial position
of financial Collateral Financial
received instruments  Net amount

i
BRERR
$1000
r

clearing houses 1,826,802 (1,687,528) 139,274 (61,726) - 77,048
Accounts payable due to clients EREFE Z&EX 1,692,813 (1,364,349) 308,464 - - 308,464
35619615 (3,061,877) 467,738 (61,726) - 406,012
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REBZRTHYBREME

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

21 FINANCIAL RISK MANAGEMENT AND 21
FAIR VALUES (Continued)

(b) Offsetting financial assets and financial
liabilities (Continued)

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

BEEREERAFEE)

b)) EHTHEERSRAEBE)

(i) TRAGEHBEMRREEZT
ZEMEBEEREREBZF
BlI(WMEXFEEGEEHE
MRKREY 2 EWRR K EA
IRAZHIER -

At At
30 September 31 March
2019 2019
—E-NF —T—hF
hBA=+B =A=+—H
$°000 $'000
T Tt
Net amount of financial assets after b K g 1R
offsetting as stated above ERMEEFE 6,028,756 6,356,786
Financial assets not in scope of WIREHEEE
offsetting disclosure TREE 791,211 920,179
Loss allowance EEEE (183) (183)
6,819,784 7,276,782
Net amount of financial liabilities 0 bl K S 18
after offsetting as stated above B EFHE 308,436 467,738
Financial liabilities not in scope of WIEE R E 2
offsetting disclosure TREE 710,879 758,471
1,019,315 1,226,209
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RE TR P B B A R B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(RS BEAI - ETIIR)

2N

22 MATERIAL RELATED PARTY
TRANSACTIONS

72

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

(a)

(i)

(i

(i)

Balances with related parties

As at 30 September 2019, the Group
had accounts receivable from directors of
$48,528,000 (31 March 2019: $68,818,000) and
accounts payable to directors of $12,664,000
(31 March 2019: $43,359,000) respectively
which was arising from the Group’s ordinary
course of business in securities broking, margin
financing and commodities and futures broking.
Accounts receivable/payable from/to directors
are set at same terms as those normally offered
to third party clients.

As at 30 September 2019, included in other
receivables, deposits and repayments were
rental and office management deposits of
$14,265,000 (31 March 2019: $24,787,000)
which had been made to related companies
owned by Mr. Yip, a director and controlling
shareholder of the Company. These amounts
are unsecured, interest-free and repayable upon
expiry of the respective leases.

As at 30 September 2019, right-of-use assets
and lease liabilities arising from the lease
arrangements with related companies owned by
Mr. Yip were amounted to $121,935,000 and
$122,458,000 respectively. For the six months
ended 30 September 2019, the depreciation
of the right-of-use assets and the interest
expense of the lease liabilities were amounted to
$25,592,000 and $1,540,000 respectively.

22 EXBEALIRS

B RREMBORE ZBEA
TERIN KRB ATIIERBEEAL

(a) HBEEATZHER

(1)

(i)

RZZE—-—NAFRLA=+H"
AEERBERERRKRESTER
48,528,000 L (=& — hF =
A=+—H :68,818,0007T)
% FE ~ # = 8BR 512,664,000 7T
(ZE—-hAE=A=+—8:
43,359,0007T) * T RAE
EHFEBRETEFLL -
FEREALERMNBELEL
EBmEL -BK ENES
RRE-—RIEHTFE=ATF
HEBMRERKR -

RZE-—hFNALA=+H H
thEW A e TN RE
A 14,265,000t (= F — 11
F=H=+—8 :24,787,000
T)ERRARARESRERITER
RRELEHEECBHELT L
MzHEERPAETERERS -
ZECHAEBEELEE - I
ARBERNBELEREFER -

RZE—hLFNLA=Z+H A
MESLEMBEECHELG 2
MEZHMEEZFRBEEE
EHEBES R A121,935,000
JC K. 122,458,0007T - HLE - &
—hENALA=ZF+HLEAEAR -
CTHREEEFEREEASEN
BB X 5 5l A25,592,0007C &
1,540,0007T °
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(Expressed in Hong Kong dollars unless otherwise indicated)

(BR=EEBEI - LBITTIHIR)

22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(a) Balances with related parties (Continued)

(iv)

On 9 July 2018, the Company entered into
a loan facility letter with World Mix Limited
(“WML"), a company which is 100% beneficially
owned by Mr. Yip, for the provision of
$1,000,000,000 revolving loan facility from
WML to the Company for the Company’s
general working capital purpose. The loan bore
interest at HIBOR plus 2.75% per annum, is
unsecured and repayable on demand. Interest
expense of $4,764,000 was incurred during the
period (six months ended 30 September 2018:
$5,208,000). As at 30 September 2019, the
Company had an amount of $200,166,000 (31
March 2019: $200,076,000) due to WML under
the facility.

(b) Other transactions with related parties

(i)

BrERSETREETRAF |

Brokerage income of $182,000 (six months
ended 30 September 2018: $119,000) and
interest income of $814,000 (six months
ended 30 September 2018: $3,459,000) were
earned from directors in the ordinary course
of the Group’s business of securities broking,
commodities and futures broking and margin
and IPO financings. Commission rates and
interest rates are set at the same level as those
normally offered to third party clients.

TN/ —FFPHRE

22 EXBEALIRS (&)

(a) HBABALTZ&ERE)

(iv)

RZZE-—NFtANA  ARQ
REtGHZERAR (TR -
EEE2EEZHEZAA)
FIN—MERBMERG WA
EEttHmRARFIRERBER
B X @b & 1,000,000,000 7T
EARARRIZ —MEBEES -
BEREEBRTEEREMN
2.75%F FI K5 B - A EKIE
NBEREREE - BRESF
B X4,764,000 (B E - F
—NFNRLBA=ZFTHLAEAR :
5,208,0007T) - R ZE — N 4F
NA=Z+H AQRRBERE
JE -t 4% 2 K18 £200,166,000
T(ZZE—AFEF=ZA=+—
B :200,076,0007T) °

(by HEEALTZHMRS

(i)

&40 U A 182,000 T (i &= —
E-NEALA=Z+HIEA~E
A 119,000 7T) & F B W A
814,000 (BE-ZT— \Fh
A=+HI1E/EA : 3,459,000
)R AEBBHEETES
L ERhkBEELARA
BREBEIAAABREREER 2
BEFRAESWRR - A2 E
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R ZARKFE -
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(B ZHIEBIN - LABTIIR)

x

22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

74

(b)

Other transactions with related parties
(Continued)

(i

On 9 July 2018, Bright Smart Securities
International (H.K.) Limited (“BSSI”), an indirect
wholly-owned subsidiary of the Company,
entered into a loan facility letter with China
Finance (Worldwide) Limited (“CFW?”), a company
which is 100% beneficially owned by Mr. Yip,
for the provision of a revolving loan facility of
$1,000,000,000 by CFW to BSSI for BSSI's
general working capital purposes. The facility
bore interest at HIBOR plus 2.75% per annum,
was unsecured and repayable on demand. No
interest expense was incurred during the period
(six months ended 30 September 2018: $Nil). As
at 30 September 2019, no drawing was made
(31 March 2019: nil) under the facility.

22 ERBEAETRF (&)

(b)) BEEEATZHMZTE(E)

(if)

RZE—NFELANLB  BA
BHBE(BEB)AERAR (2
ATHEHF] AREzEEEZE
BB AR B (B
ERAR(TPRG B Ex
EREEBERBEBE AR
—HERBERT  RAEH
PR ERRSESFIRMERE
IB & 7§ & 1,000,000,0007% -
NHBAZHAE—MREE
B ZEBREERBFERITE
EIFRBMN2.75%E FI K& 8
HEERBERARERKEE-
HAYEEANBRZ(HE
—E-NFNARAZFTHLEARE
A:Ex) - R-ZTE—AFAhH
A=+8 #ERZEmEIR
BERKXBE(ZE—HLE=A
=t+t—HB:ZTx) -
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Independent Auditor’s Review Report

BYZEMEFRRE

KPMG

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

INTRODUCTION

We have reviewed the interim financial report set out on pages
30 to 74 which comprises the consolidated statement of
financial position of Bright Smart Securities & Commodities
Group Limited (the “Company”) as of 30 September 2019 and
the related consolidated statement of comprehensive income,
consolidated statement of changes in equity and condensed
consolidated cash flow statement for the six-month period then
ended and explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34, Interim financial reporting, issued by
the Hong Kong Institute of Certified Public Accountants. The
directors are responsible for the preparation and presentation
of the interim financial report in accordance with Hong Kong
Accounting Standard 34.

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

BYZEMEFRRE

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30
September 2019 is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34, Interim
financial reporting.

KPMG
Certified Public Accountants

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