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It’s not the size, but the experience and focus of the team, that matters.
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Chairman’s Statement
FRHRE

| am pleased to present the first twelve-month annual results of Da Yu Financial

Holdings Limited (the “Company”) and its subsidiary (collectively the “Group”) for
the year ended 31 December 2020 post completion of the successful restructuring
of the Company. It is noted that, as announced by the Company on 10 October
2019, the financial year end date of the Company was changed from 30 June to 31
December. The performance of the Group has been pleasing as the Group’s core
operating divisions delivered solid performances.

FINANCIAL RESULTS

For the year ended 31 December 2020, the Group’s revenue was approximately
HK$110.7 million (the six-month period ended 31 December 2019: approximately
HK$46.8 million). Profit attributable to the owners of the Company for the year ended
31 December 2020 was approximately HK$48.7 million (the six-month period ended
31 December 2019: approximately HK$842.3 million and HK$17.6 million after and
before non-recurring restructuring gain and expenses respectively, as illustrated at
the bottom of the consolidated statement of profit or loss and other comprehensive
income). Earnings per share for the year ended 31 December 2020 amounted to
HK4.28 cents, as compared to HK83.92 cents for the six-month period ended 31
December 2019.

DIVIDEND

The board of Directors of the Company does not recommend the payment of a
dividend for the year ended 31 December 2020 (the six-month period ended 31
December 2019: Nil).
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CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the
forthcoming annual general meeting of the Company
(“AGM”)

The forthcoming AGM of the Company is scheduled to be held on Friday,
28 May 2021. The register of members of the Company will be closed
from Tuesday, 25 May 2021 to Friday, 28 May 2021, during which period
no transfer of shares of the Company will be registered. To be eligible to
attend and vote at the AGM, all transfer forms accompanied by the relevant
share certificates must be lodged with the Company’s Hong Kong branch
share registrar, Hong Kong Registrars Limited of Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong for
registration not later than 4:30 p.m. on Monday, 24 May 2021.

FUTURE PROSPECTS

The “Management Discussion and Analysis” by the Managing Director, which
immediately follows “The Team’s Philosophy”, incorporates the Group’s business
outlook for the future.

APPRECIATION

We have achieved a strong performance in 2020. The Group expects there will be
various challenges arising from the continuing tensions in the relationship between
China and USA, as well as the seemingly never ending global coronavirus outbreak.
We believe that with our competitive strengths, the dedication and professionalism
of its staff and together with successful worldwide vaccination against coronavirus,
the Group is well prepared to meet these challenges.

| would like to express the Group’s appreciation for the efforts of our staff, in
particular our very innovative executive team, and look forward to their continued
support. | would also like to thank my fellow Directors, our professional advisers and
our shareholders for their support.

Li Chi Kong
Chairman

Hong Kong, 26 March 2021
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The Team’s Philosophy
KB

“Never put your interests above your clients’ except when
negotiating your fee”, Warren Lee

[BEAGERYN - BEERI TR

“Dare, to shine”, Fiona Li

[REIER - A eeeemgy] - 8k

“If you are in the wrong direction, running is useless”, Gavin Lam

[TTATE - BHRE] - HEK

“The supreme art of war is to subdue without a fight”, Raymond Tam
[TEmB A E FRE] - BRE

“Never say never. Just make it happen”, Frank Fong

DRRFA - REEA] - TRE

“Youth and stamina are a deadly weapon”, Nelson Chow
[EHEEMNERERE] - ARME
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Management Discussion and Analysis

BUSINESS REVIEW

For the year ended 31 December 2020 (the “Current Reporting Period”), Da Yu
Financial Holdings Limited (the “Company”) and its subsidiary, Yu Ming Investment
Management Limited (“Yu Ming”), (collectively, the “Group”) are principally engaged
in the provision of corporate finance advisory services and asset management
services through its wholly-owned subsidiary, Yu Ming.

Yu Ming is a financial services provider engaged in the provision of corporate finance
advisory services and asset management services. Yu Ming is licensed to carry out
Type 1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on
corporate finance) and Type 9 (asset management) regulated activities under the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).

Change of Year End Date

As disclosed in an announcement dated 10 October 2019, the Company changed
the financial year end date from 30 June to 31 December in 2019 to align the
Company'’s financial year end date with that of its principal operating subsidiary,
Yu Ming, which is situate in Hong Kong, and adopts 31 December as its financial
year end date. For details, please refer to that announcement. Such change could
facilitate the preparation and updating of the consolidated financial statements and
is for the benefit of the overall financial reporting of the Group in future. As a result,
the current financial year covers the twelve-month period from 1 January 2020 to 31
December 2020 while the comparative figures shown in this report covers only the
six-month period from 1 July 2019 to 31 December 2019.

Corporate Finance Advisory

During the Current Reporting Period, the corporate finance advisory services
provided by Yu Ming mainly included the following:

(i) acting as financial adviser to advise listed issuers, shareholders and investors
of listed issuers and entities on specific transactions in respect of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”), the Rules Governing the
Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”)
and/or the Hong Kong Codes on Takeovers and Mergers and Share Buy-
backs (the “Takeovers Code”);

(i) acting as independent financial adviser to listed issuers to provide
independent advice required under the Listing Rules, the Takeovers Code or
other specific circumstances; and

(iii) acting as financial adviser to listed issuers on retainer basis to advise listed
issuers on corporate strategies and compliance with the Listing Rules, the
GEM Listing Rules and the Takeovers Code.

Asset Management
During the Current Reporting Period, Yu Ming provided asset management services

solely to SHK Hong Kong Industries Limited (“SHK?”), the first investment company
listed on the Stock Exchange.
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Management Discussion and Analysis (Continued)
EEE®ETHT (&)

Revenue

Revenue for the Current Reporting Period mainly consisted of income from
corporate finance advisory services of approximately HK$66.4 million (the six-
month period ended 31 December 2019: approximately HK$37.4 million) and asset
management services of approximately HK$43.2 million (the six-month period ended
31 December 2019: HK$8.1 million).

Employee Benefit Expense

The Group’s employee benefit expense mainly consisted of salaries, discretionary

AREHEzBE T E0ERE O E MRS REL
66,400,000 7T (HE S NEF+_A=T—HILEAH
M : 37,400,000/ 7T) I & = & HE AR 15 4743,200,0007% 7T (8
E-T-AF+ZA=+—H1E/NEA R - 498,100,000
7o) °

BEENMAX

AEENEEBRMAXIZRFEENTE - PISTEANEE

bonus and mandatory provident fund for the employees as well as fees for the CUREFNG c RARSH™ BEENF S MIBEALRR
Directors. Salaries, discretionary bonus, mandatory provident fund and Directors’ fee BeUREEHLOA/NT :
during the Current Reporting Period were approximately as follows:
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-2-%F BE_T-NF
+t=ZA=+—H +=—A=+—H”
IHFE 1E75 1 A EAfE
HKS$ million HK$ million
BEET BHEET
Salaries e 9.5 4.0
Discretionary bonus BISIEAL 14.1 9.7
Mandatory provident fund WES 0.4 0.2
Directors’ fee B0 0.5 0.2
Total “En 24.5 14.1
Administrative and Other Expenses THREMEX

Apart from the Group’s administrative expenses, other expenses for the Current
Reporting Period included the amortisation on and derecognition of intangible assets
of approximately HK$17.8 million (the six-month period ended 31 December 2019:
approximately HK$6.3 million).
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FINANCIAL REVIEW

Overall Results

Management Discussion and Analysis (Continued)

The financial results of the Group are highlighted as follows:

EEEMWmESN (E)
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Six-month

Year ended period ended

31 December 2020 31 December 2019

BE—Z-2F HE_Z—NF

+=A=+-H +=—A=+—8

LFE 1E7<18 A E#AR

HKS$ million HKS$ million

BEET B&EET

Revenue & 110.7 46.8

Other net income HA AR 0.9 -

Other net financial (loss)/income HibBr % (8518) AT (3.9) 0.6

Reportable segment revenue REDHE 107.7 47.4

Employee benefit expenses EERFAMAZ (24.5) (14.1)

Administrative and other expenses THREMAS (6.6) (6.1)

Amortisation on and derecognition of intangible assets BB ERE RIS IEER (17.8) 6.3

Gain on debt restructuring ERER R - (20.1)

Restructuring expenses LN - 844.9

Profit before income tax BRI BLAER 58.8 845.7

Income tax expenses FriSHif X (10.1) (3.4)

Profit for the year/period REE HARE T 48.7 842.3

Return on equity attributable to owners of the Company AN R IR FE (L s B i =R 10.5% 202.2%
Earnings per share (HK cents) GRR 2T BIL)

—Basic —HK 4.28 83.92

—Diluted — 88 4.28 83.92

Yu Ming is the wholly-owned subsidiary of the Company. The Company acquired
Yu Ming in July 2019. Yu Ming’s results were consolidated into the Group’s financial
statements since then.

Earnings and Expenses

For the Current Reporting Period, the Group recorded a profit after tax before, where
applicable, non-recurring restructuring gain and expenses of approximately HK$48.7
million, representing an increase of approximately HK$31.1 million or 177% when
compared to the six-month period ended 31 December 2019.

The abovementioned increase in profit was mainly driven by (a) the longer period
covered by the Current Reporting Period as compared to the previous reporting
period of six months following the change in accounting period in 2019; and (b) the
growth of asset management income comprising a performance fee as recognized
during the Current Reporting Period.

The Group’s basic earnings per share for Current Reporting Period was HK4.28
cents (the six-month period ended 31 December 2019: HK83.92 cents).

For the Current Reporting Period, the Group’s revenue increased by approximately
HK$63.9 million or 136.5% mainly due to a twelve-month period under review
compared to last reporting period of only six months. In addition, a performance fee
of income HK$26.6 million was recorded during the Current Reporting Period under
review but no such fee income was earned during previous reporting period.

Total operating expenses increased by approximately HK$22.5 million or 85.1% to
approximately HK$48.9 million mainly because the Current Reporting Period under
review covered a period of twelve months while previous reporting period only
covered six months.
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Management Discussion and Analysis (Continued)
EEE®ETHT (&)

Revenue and Financial Resources

For the Current Reporting Period, the Group had revenue of approximately HK$110.7
million (the six-month period ended 31 December 2019: approximately HK$46.8 million),
and the Group’s net profit before, where applicable, non-recurring restructuring gain
and expenses was approximately HK$48.7 million, representing an increase in profit
of approximately HK$31.1 million as compared to the Group’s net profit before, where
applicable, non-recurring restructuring gain and expenses of approximately HK$17.6
million for the six-month period ended 31 December 2019.

As at 31 December 2020, the Group had cash and cash equivalents of
approximately HK$84.0 million (2019: approximately HK$39.9 million). As at 31
December 2020, the Group’s current ratio (current assets to current liabilities) was
approximately 359.9% (2019: approximately 192.3%).

For the Current Reporting Period, the Group had no material exposure to fluctuations
in exchange rates.

Indebtedness and Banking Facilities

As at 31 December 2020 and 2019, the Group had no bank and other borrowings.

The Group’s gearing ratio, calculated by reference to the ratio of total borrowings to
total equity attributable to the owners of the Company as at 31 December 2020 and
2019, was 0%.

Assets and Liabilities

As at 31 December 2020, the Group had total assets of approximately HK$514.9
million (2019: approximately HK$465.5 million) and total liabilities of approximately
HK$49.7 million (2019: approximately HK$49.0 million). The net assets of the Group
as at 31 December 2020 were approximately HK$465.2 million (2019: approximately
HK$416.5 million).

Capital Structure

As part of the group restructuring, the Company completed a series of capital
restructuring, including capital reduction, share consolidation, share premium
cancellation and increase in authorised and issued share capital during the six-
month period ended 31 December 2019. There was no change to the share capital
during the year ended 31 December 2020.
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Management Discussion and Analysis (Continued)

Commitments

As at 31 December 2020, outstanding contracted capital commitments of the Group
are set out in Note 39 to the consolidated financial statements (2019: Nil).

Charges on Group Assets

As at 31 December 2020 and 2019, the Group had no assets under pledge.

Significant Investments and Acquisition

On 21 September 2020, the Company, First Mariner Capital Limited, an indirect
wholly-owned subsidiary of First Steamship Company Limited, and First Steamship
Company Limited, a substantial shareholder of the Company, entered into a sale
and purchase agreement, pursuant to which the Company conditionally agreed to
purchase and First Mariner Capital Limited agreed to sell the entire issued shares of
Morton Securities Limited (the “Transaction”). As such, First Mariner Capital Limited
and First Steamship Company Limited were connected persons of the Company
(as defined under the Listing Rules) and the Transaction therefore constituted a
connected transaction pursuant to Chapter 14A of the Listing Rules which was only
subject to the reporting and announcement requirements and was exempted from
the independent shareholders’ approval requirement under the Listing Rules. The
consideration for the Transaction was HK$9.5 million, subject to the adjustments
stated in the sale and purchase agreement. Completion of such Transaction is
conditional upon all the conditions (including written approval being obtained from
the Securities and Futures Commission of Hong Kong for the change in substantial
shareholders of Morton Securities Limited) having been fulfilled or waived (as the
case may be) before the long stop date which have been subsequently extended
to 31 March 2021. The completion conditions had not been satisfied up to 31
December 2020. The updated status was stated in Note 41 to the consolidated
financial statements.

Contingent Liabilities

As at the date of this report and as at 31 December 2020 and 2019, the board of
Directors of the Company is not aware of any material contingent liabilities.
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Management Discussion and Analysis (Continued)
EEE®ETHT (&)

Remuneration Policies and Share Option Scheme

As at 31 December 2020, the Group, including its subsidiary but excluding
associates, had 19 staff including Directors (2019: 19). The remuneration policy of
the Group is to ensure that all staff, including Directors, are sufficiently compensated
for their efforts and time dedicated to the Group and remuneration offered is
appropriate for their duties and in line with market practice. No Director, or any of
his/her associates, or executive is involved in deciding his/her own remuneration.

During the Current Reporting Period, no share option was granted (the six-month
period ended 31 December 2019: Nil).

PRINCIPAL RISKS AND UNCERTAINTIES

Since face to face meetings have been the common interface with clients, the
challenges the Group faces in time of COVID-19 pandemic will be the difficulties of
meeting PRC clients in the corporate finance business, where client instructions and
professional parties’ discussions are most effective in physical meetings.

Some of the Group’s works involve reviewing recommendations or decisions of the
Stock Exchange where the Group’s representatives and clients physically attend
to make effective representation at listing committee hearings. The imposition of a
14-day quarantine on PRC clients travelling to Hong Kong with a standard seven-
day stay permit make it impossible for them to attend those hearings physically. If
hearings are postponed, the income recognition of such mandates would likewise
be postponed. Therefore, travel restrictions may affect the Group’s revenue.

The Group has recorded goodwill of approximately HK$303.0 million since July
2019. Goodwill is tested for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value may be impaired. In the
course of testing, estimations have to be made. There are inherent uncertainties
related to such estimation and judgment in applying to the assessment of goodwill
recoverability. Also, impairment charges would negatively impact the Group’s
financial results.

There were intangible assets of approximately HK$97.7 million brought down from
last year. Those intangible assets were subject to amortization and/or impairment
test. Amortisation and derecognition charges amounted to approximately HK$17.8
million for the Current Reporting Period. Any further impairment charges might have
a material adverse impact on the Group’s results.

The Group’s success depends on its ability to retain key management and other
personnel and to attract and train suitable replacements. In the event any of the
key management member or responsible officer resigns, become disqualified
or otherwise ineligible to continue performing their duties, and at the same time
without immediate and adequate replacement, this could adversely affect its status
as a licensed corporation, thus jeopardizing the Group’s business and financial
performance.

Save as discussed above, other financial risks were also set out in the notes to the
consolidated financial statements.
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Management Discussion and Analysis (Continued)

PROSPECT

The Group has entered into a binding conditional agreement in September 2020
to acquire the entire issued shares of Morton Securities Limited, a stockbroker, to
expand its capabilities and service scope to our existing clients as well to attract new
clients. The acquisition is expected to be completed before 31 March 2021.

The Stock Exchange has continued its flurry of reform consultation in the name of
improving market quality, including a proposal to double or triple the minimum profit
requirements of new listing applicants. Once implemented, the increase in new listing
profit requirement is expected to disqualify 62% of new listing applications (based
on backtracking of past new listing applications), make thousands of professionals
redundant, and save significant administrative costs of the Stock Exchange. Though
the impact to the Group is much less significant than other licensed corporations
engaged in sponsoring new listing, the long term side effect such as the drastically
reduced number of listed companies in Hong Kong and the mirroring new listing
requirements for reverse takeovers, which the Group occasionally advises, creates
challenges for the Group.

Advising contentious and hostile situations remains an attractive business of the
Group. The team continues to seek opportunities to help clients resolve disputes
with regulators as well as commercial counterparties.

Our asset management client, SHK, the first investment company listed on the
Stock Exchange under Chapter 21 of the Listing Rules, has obtained approval
from its shareholders for privatization and delisting on the Stock Exchange, subject
to the sanction of the scheme of arrangement by the High Court. Our investment
management contract with SHK will expire in December 2021, and the Group
has received no indication from SHK as to whether the investment management
contract will continue or not. In the event the investment management contract will
be renewed, the absence of the restrictions of Chapter 21 of the Listing Rules on the
daily investment policies will make the asset management service more flexible for
the Group, and more beneficial to the client.

Lee Wa Lun, Warren
Managing Director

Hong Kong, 26 March 2021
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Biographical Details of Directors
EEBEERE

EXECUTIVE DIRECTORS

Mr. Lee Wa Lun, Warren (“Mr. Warren Lee”), aged 57, was appointed as
an executive Director on 25 July 2019 and acts as the Managing Director of
the Company. He was one of the founding directors of Yu Ming Investment
Management Limited (“Yu Ming”), the wholly-owned subsidiary of the Company in
August 1996 and has worked in Yu Ming ever since. Mr. Warren Lee is responsible
for overseeing business development of Yu Ming, maintaining client relationship,
monitoring industry developments and supervising corporate finance advisory and
asset management teams on the provision of services to clients.

Mr. Warren Lee is currently the chairman of the board of directors and an executive
director of SHK Hong Kong Industries Limited (“SHK”), a company listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock
code: 666). He was appointed as SHK’s director in September 2004.

Mr. Warren Lee was appointed as an independent non-executive director of Wise
Ally International Holdings Limited (“Wise Ally”) in December 2019. Wise Ally is a
company listed on the Main Board of the Stock Exchange (stock code: 9918).

From December 2008 to November 2013, Mr. Warren Lee was a director of
First Natural Foods Holdings Limited (now known as Imperial Pacific International
Holdings Limited), a company listed on the Main Board of the Stock Exchange (stock
code: 1076). From June 2010 to June 2013, Mr. Warren Lee was an executive
director of Viva China Holdings Limited, a company listed on GEM of the Stock
Exchange (stock code: 8032).

From December 2006 to May 2007, Mr. Warren Lee was the chief executive officer
of Nam Tai Electronics, Inc. (now known as Nam Tai Property Inc.), an electronics
manufacturing services provider listed on the New York Stock Exchange (NYSE:
NTP). Between March 2004 and February 2006, he was an independent non-
executive director of Nam Tai Electronic & Electrical Products Limited (“NTEEP”),
a company formerly listed on the Main Board of the Stock Exchange (former stock
code: 2633, which was privatised on 13 November 2009). Between February
2006 and April 2007, he was re-designated as a non-executive director of NTEEP.
Between January 2007 and April 2007, he was also a non-executive director of J.I.C.
Technology Company Limited (now known as China Renewable Energy Investment
Limited), a company listed on the Main Board of the Stock Exchange (stock code:
987).

Mr. Warren Lee graduated with a Bachelor of Science degree from the University
of East Anglia in United Kingdom in 1986 and obtained a distinction in Master of
Science degree from The City University Business School in London in 1988.

Mr. Warren Lee is licensed by the Securities and Futures Commission (the “SFC”)
to act as a Responsible Officer to carry on Type 1 (dealing in securities), Type 4
(advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activities under the Securities and Futures Ordinance (the
“SFO”).
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Biographical Details of Directors (Continued)

Mr. Lam Chi Shing (“Mr. Lam”), aged 40, was appointed as an executive Director
on 25 July 2019. He is a functional director and the portfolio manager of Yu Ming.
He joined Yu Ming in 2005 and is a Responsible Officer for Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6 (advising on corporate finance)
and Type 9 (asset management) regulated activities under the SFO. Mr. Lam mainly
supervises the asset management business of Yu Ming. He is responsible for
formulating investments ideas, identifying different investment opportunities both
in listed and unlisted securities and execution of investment decisions. He is also
involved in the provision of corporate finance services by Yu Ming.

Mr. Lam has over 14 years of experience in asset management and corporate
finance gained in Yu Ming. Prior to joining Yu Ming, Mr. Lam worked in corporate
lending and syndication department of The Bank of East Asia, Limited.

Mr. Lam graduated from The Chinese University of Hong Kong in 2002 with a
Bachelor of Business Administration degree, and is accredited with Chartered
Financial Analyst since September 2009.

Ms. Li Ming (“Ms. Li”), aged 43, was appointed as an executive Director on
25 July 2019. She joined Yu Ming in October 2007 and was appointed as an
associate director and a corporate finance director of Yu Ming since January 2010
and January 2014 respectively. She is a Responsible Officer in Type 1 (dealing in
securities) and Type 6 (advising on corporate finance) regulated activities as well
as a Licensed Representative in Type 4 (advising on securities) and Type 9 (asset
management) regulated activities under the SFO and is responsible for supervising
and leading execution of corporate finance projects of Yu Ming. She is also involved
in the provision of asset management services by Yu Ming.

Ms. Li has over 18 years of experience in corporate finance. Prior to joining Yu
Ming, she worked with Asian Capital (Corporate Finance) Limited (whose business
was listed under ZZ Capital International Limited (formerly known as Asian Capital
Holdings Limited) on the GEM of the Stock Exchange in 2010 with stock code:
8295) from April 2001 to October 2007.

Ms. Li obtained Master of Finance (Investment Management) degree from The
Hong Kong Polytechnic University in 2010 and Bachelor of Arts degree in Business
Administration awarded by the University of Hertfordshire of the United Kingdom
in 2000 (under a programme offered in conjunction with Beijing Inti Management
College and INTI International University & Colleges).
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Biographical Details of Directors (Continued)
EERERE (&)

NON-EXECUTIVE DIRECTORS

Mr. Li Chi Kong (“Mr. Li”), aged 67, was appointed as a non-executive Director on
25 July 2019. Mr. Li is the chairman of the board of directors of the Company, the
chairman and member of nomination committee and a member of audit committee
and remuneration committee of the Company. He joined Yu Ming in 2008 as a
director. He is responsible for overseeing the corporate strategy and development
of Yu Ming. Mr. Li has extensive experience in finance and accounting and was an
executive director of Allied Properties (H.K.) Limited, a company formerly listed on
the Main Board of the Stock Exchange (former stock code: 56, which was privatised
in November 2020), from October 1999 until redesignation as a non-executive
director in July 2018, and retired as a director in December 2020. He is also general
consultant of Allied Group Limited (“Allied Group”), a company listed on the Main
Board of the Stock Exchange (stock code: 373), since July 2018 when he retired
from the position of the group financial controller.

From December 2011 to March 2014, Mr. Li was an executive director of Tongfang
Kontafarma Holdings Limited (formerly known as Allied Cement Holdings Limited), a
company listed on the Main Board of the Stock Exchange (stock code: 1312). Prior
to joining Allied Group in 1996 as the group financial controller, Mr. Li worked for
Peat, Marwick, Mitchell & Company (now known as KPMG) and Price Waterhouse
& Company (now known as PricewaterhouseCoopers) and acted as the group
financial controller of Hopewell Holdings Limited (former stock code: 54, which was
privatised in May 2019), Century City International Holdings Limited (“Century City”,
stock code: 355) and Paliburg International Holdings Limited (the listing of which was
replaced by Paliburg Holdings Limited, stock code: 617), as well as two other listed
companies which were disposed of by Century City, known at the time as Richfield
International Holdings Limited and Cathay City International Holdings Limited.

Mr. Li graduated from the University of Edinburgh in Scotland, United Kingdom in
1975 with a Bachelor of Science degree and obtained a Postgraduate Diploma in
Accounting from Heriot-Watt University in Edinburgh in 1976. He is a member of
the Institute of Chartered Accountants of Scotland and a fellow of the Hong Kong
Institute of Certified Public Accountants.

Mr. Kuo Jen-Hao (“Mr. Kuo”), aged 44, was appointed as a non-executive
Director on 23 December 2019. He is also a member of audit committee and
remuneration committee of the Company. Mr. Kuo is the chairman and the general
manager of First Steamship Company Limited (“First Steamship”), a substantial
shareholder of the Company. He is also a director and the chairman of Grand Ocean
Retail Group Limited, a subsidiary of First Steamship. Both companies listed on the
Taiwan Stock Exchange Corporation. In addition, Mr. Kuo is a director of Taiwan
Environment Scientific Co., Ltd., a company listed on the Taipei Exchange, and a
non-executive director of Sandmartin International Holdings Limited (“Sandmartin”),
a company incorporated in Bermuda with limited liability with its shares listed on
the main board of the Stock Exchange (stock code: 482). He was a non-executive
director and chairman of the board of Summit Ascent Holdings Limited, a company
listed on the Main Board of the Stock Exchange (stock code: 102), for a period from
December 2017 to April 2019. He was also a director of IRC Properties Inc. (now
known as Philippine Infradev Holdings Inc.), a company listed on the Philippine Stock
Exchange, for the period from July 2017 to May 2018.
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Biographical Details of Directors (Continued)

A winding up petition dated 5 July 2017 was filed by a petitioner against Sandmartin
(the “Petition”), which was prior to the appointment of Mr. Kuo as a non-executive
director of Sandmartin, and the Petition was dismissed by an order granted by the
High Court of Hong Kong on 7 January 2019.

Mr. Kuo has several years of work experience in investment advisory, financial
advisory and corporate finance at PricewaterhouseCoopers, Bank of America
Merrill Lynch and Private Equity Management Group and held various key roles
at several private and listed companies engaging in (i) the administrative and
corporate business; (i) corporate finance; and (i) general management in real estate
development business, shipping business, retailing business and logistics business.
Mr. Kuo has a wealth of experience in business strategy development and innovation
management.

Mr. Kuo graduated with a bachelor’s degree in Business Administration from
Aletheia University in Taiwan and holds a master degree of business administration
from Pace University in 2003 in the United States. Mr. Kuo is an inactive certified
public accountant of the New Jersey State Board of Accountancy.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Sze Chung (“Mr. Chan”), aged 51, was appointed as an independent
non-executive Director on 26 July 2019. He is the chairman and member of audit
committee and a member of remuneration committee and nomination committee of
the Company. He has over 20 years of experience in finance and accounting. Mr.
Chan is currently an independent non-executive director of Tongfang Kontafarma
Holdings Limited, a company listed on the Main Board of the Stock Exchange (stock
code: 1312).

From December 2009 to August 2010, Mr. Chan was the chief financial officer of
Coolpoint Energy Limited (now known as Viva China Holdings Limited), a company
listed on GEM of the Stock Exchange (stock code: 8032).

Mr. Chan became financial controller of Nam Tai Group Management Limited in April
2001, and was promoted in September 2008 as chief financial officer of NTEEP, a
company formerly listed on the Main Board of the Stock Exchange (former stock
code: 2633, which was privatised on 13 November 2009) and also as acting chief
financial officer of Nam Tai Electronics, Inc. (now known as Nam Tai Property, Inc.),
a company listed on the New York Stock Exchange (NYSE: NTP).

Before joining Nam Tai Group Management Limited, Mr. Chan was employed as the
financial controller of J.I.C. Enterprises (Hong Kong) Limited, a company engaged
in manufacturing and trading of liquid crystal display panels, and was employed by
Deloitte Touche Tohmatsu during the period from January 1993 to August 1997 and
served as a senior accountant at the time of his resignation.

Mr. Chan graduated from the University of Wales with a Bachelor of Arts degree in
Accounting and Finance in 1991 and obtained a Master of Arts degree in Accounting
and Finance at the University of Lancaster in December 1992. Mr. Chan is a certified
public accountant of the Hong Kong Institute of Certified Public Accountants and a
member of the American Institute of Certified Public Accountants, and that he is also
recognised as a chartered financial analyst by the CFA Institute of the United States
of America.
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Biographical Details of Directors (Continued)
EERERE (&)

Mr. Sum Wai Kei, Wilfred (“Mr. Sum”), aged 56, was appointed as an
independent non-executive Director on 26 July 2019. He is the chairman and
member of remuneration committee and a member of audit committee and
nomination committee of the Company. He is the Head of Corporate Finance, Equity
Capital Markets and Debt Capital Markets Department of BOCOM International
Holdings Company Limited (“‘BOCOM”). He had been with BOCOM from September
2008 to September 2016 and re-joined in March 2017. Between 2002 and 2008,
Mr. Sum had been with Taiwan Securities (Hong Kong) Company Limited (now
known as KGI Capital (Hong Kong) Limited). After leaving BOCOM in September
2016 and before re-joining in March 2017, he worked in CEB International Capital
Corporation Limited and Celestial Capital Limited.

Mr. Sum was admitted as Certified Practising Accountant of the Australian Society
of Certified Practising Accountants in 1997 until 2008. Mr. Sum obtained a Bachelor
of Science degree from the University of East Anglia in United Kingdom in 1986 and
a Master of Commerce degree from The University of New South Wales in Australia
in 1992.

Mr. Suen Chi Wai (“Mr. Suen”), aged 56, was appointed as an independent
non-executive Director on 26 July 2019. He is also a member of audit committee,
nomination committee and remuneration committee of the Company. He is a
practising solicitor in Hong Kong and a partner of Withers. Mr. Suen has more than
20 years of experience in corporate finance and with area of practice principally
in initial public offerings on the Stock Exchange, mergers and acquisitions,
corporate reorganisations and Listing Rules compliance, and he has advised clients
from various industries such as clean energy, pharmaceutical, medical, retails,
manufacturing, entertainment and biological.

Mr. Suen has served as an independent non-executive director of Xin Yuan
Enterprises Group Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 1748) since September 2018, and Venus Medtech
(Hangzhou) Inc., a company listed on the Main Board of the Stock Exchange (stock
code: 2500) since July 2019.

Before joining Withers, Mr. Suen was an associate and later a partner of DLA
Piper Hong Kong from June 2007 to May 2012 and May 2012 to February 2018,
respectively, and served as a manager in the investment products department of
the SFC from October 2005 to July 2006, responsible for reviewing applications of
collective investment schemes and monitoring continuing compliance of authorised
schemes. Mr. Suen was an assistant solicitor at Woo Kwan Lee & Lo from
September 2000 to March 2005.

Mr. Suen received a bachelor of science degree from the University of East Anglia
in the United Kingdom in July 1987 and a postgraduate certificate in laws from the
University of Hong Kong in June 1998. Mr. Suen was admitted as a solicitor in Hong
Kong in October 2000 and in England and Wales in December 2003. Mr. Suen has
also been a fellow member of the Association of Chartered Certified Accountants
since May 1998 and a certified public accountant of the Hong Kong Institute of
Certified Public Accountants since April 1993.
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The board of Directors of Da Yu Financial Holdings Limited (the “Company”) (the
“Board”) presents its report together with the audited financial statements of the
Company and its subsidiary (together referred to as the “Group”) for the year ended
31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of
the Company’s subsidiary are provision of corporate finance advisory services and
asset management services.

BUSINESS REVIEW

A review of the business of the Group for the year ended 31 December 2020 and
a discussion on the Group’s future business development are provided in the
Chairman’s Statement on pages 4 to 5 and Management Discussion and Analysis
on pages 7 to 13 of this Annual Report, respectively. Possible risks and uncertainties
that the Group may be facing are set out in the Management Discussion and
Analysis on page 12 of this Annual Report and the Corporate Governance Report on
pages 32 to 48 of this Annual Report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The environmental policies and performance of the Group are set out in the
Environmental, Social and Governance Report on pages 49 to 57 of this Annual
Report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Company itself is an investment holding company incorporated in the Cayman
Islands and listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The Group’s operations are carried out by its operating subsidiary,
Yu Ming Investment Management Limited (“Yu Ming”). Yu Ming is licensed by the
Securities and Futures Commission in Hong Kong (the “SFC”), and is subject to
applicable laws, regulations and codes of relevant regulatory authorities in Hong
Kong, such as the Hong Kong Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”) and Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (Chapter 615 of the Laws of Hong Kong). During the year and
up to the date of this Annual Report, the Group has complied with all the relevant
laws and regulations in the Cayman Islands and Hong Kong in all material respects
relating to the business operations of the Group.
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Directors’ Report (Continued)
EEgHR&E(E)

RELATIONSHIPS WITH EMPLOYEES AND CLIENTS

The key relationships of the Group with its employees and clients are discussed in
the Environmental, Social and Governance Report on pages 49 to 57 of this Annual
Report.

AUDIT COMMITTEE REVIEW

The Board has established an audit committee in accordance with Rule 3.21 of the
Rules Governing the Listing of Securities of the Stock Exchange (the “Listing Rules”),
and now comprises three Independent Non-Executive Directors, namely Mr. Chan
Sze Chung, Mr. Sum Wai Kei, Wilfred and Mr. Suen Chi Wai and two Non-Executive
Directors, namely Mr. Li Chi Kong and Mr. Kuo Jen-Hao.

The audit committee has reviewed the annual results for the year ended 31
December 2020.

The figures contained in the financial information set out in pages 68 to 155 of this
Annual Report have been audited by the Company’s auditor, BDO Limited (“BDO”).

CHARITABLE DONATIONS

Charitable and other donations made by the Group during the year ended 31
December 2020 amounted to HK$15,000 (the six-month period ended 31
December 2019: HK$20,000).

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2020, the top five customers together
accounted for approximately 81.1% (the six-month period ended 31 December
2019: approximately 65.7%) of the Group’s revenue and the Group’s largest
customer accounted for approximately 40.0% (the six-month period ended 31
December 2019: approximately 20.0%) of the Group’s revenue.

The Group had no major suppliers due to the nature of the principal activities of the
Group. None of the Directors or any of their close associates, or any shareholder
of the Company (which to the knowledge of the Directors owns 5% or more of the
issued shares of the Company) had any beneficial interest in the Group’s five largest
customers or suppliers.

RESULTS AND DIVIDEND

The financial performance of the Group for the year ended 31 December 2020
and the financial position of the Group at that date are set out in the consolidated
financial statements on pages 68 to 155 of this Annual Report.

No dividend is declared or recommended for the year ended 31 December 2020 (the
six-month period ended 31 December 2019: Nil).
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and equipment during the
year ended 31 December 2020 are set out in Note 16 to the consolidated financial
statements.

BORROWINGS

The Group had no bank borrowings as at 31 December 2020 and 2019.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in Note 28
to the consolidated financial statements.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the Group during the
year ended 31 December 2020 are set out in Note 29 to the consolidated financial
statements. Details of the distributable reserves of the Company as at 31 December
2020 are set out in Note 29 to the consolidated financial statements.

In accordance with the laws of the Cayman Islands and articles of association of the
Company (the “Articles of Association”), the Company’s share premium account is
distributable to the shareholders of the Company provided that immediately following
the date on which the dividend is proposed to be distributed, the Company will be in
a position to pay off its debts as they fall due in the ordinary course of business.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five
financial years is set out on page 156 of this Annual Report.
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Directors’ Report (Continued)
EEgHR&E(E)

DIRECTORS

The Directors during the reporting period and as at the date of this report were:
Executive Directors:

Mr. Lee Wa Lun, Warren (Managing Director)
Mr. Lam Chi Shing
Ms. Li Ming

Non-Executive Directors:

Mr. Li Chi Kong (Chairman)
Mr. Kuo Jen-Hao

Independent Non-Executive Directors:

Mr. Chan Sze Chung
Mr. Sum Wai Kei, Wilfred
Mr. Suen Chi Wai

Biographical details of Directors of the Company are set out on pages 14 to 18 of
this Annual Report.

In accordance with the article 108 of the Articles of Association, Mr. Li Chi Kong,
Mr. Lam Chi Shing and Mr. Chan Sze Chung will retire by rotation at the forthcoming
annual general meeting of the Company (the “AGM”). Each of the above retiring
Directors, being eligible, will offer themselves for re-election at the AGM.

The Company has received confirmations of independence pursuant to Rule 3.13

of the Listing Rules from all current Independent Non-Executive Directors of the
Company, and considers them to be independent.
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DIRECTORS’ SERVICE CONTRACTS

Mr. Lee Wa Lun, Warren, Executive Director, has entered into a service agreement
with the Company for an initial term of five years commencing from 25 July 2019,
which shall continue thereafter unless and until terminated by not less than three
months’ notice in writing served by either party on the other.

Mr. Lam Chi Shing and Ms. Li Ming, the Executive Directors and Mr. Li Chi Kong,
a Non-Executive Director, have entered into service agreements and a letter
of appointment with the Company respectively for an initial term of three years
commencing from 25 July 2019, which shall continue thereafter unless and until
terminated by not less than three months’ notice, three months’ notice and one
month’s notice in writing served by either party on the other respectively.

Each of Mr. Chan Sze Chung, Mr. Sum Wai Kei, Wilfred and Mr. Suen Chi Wai, the
Independent Non-Executive Directors, has entered into a letter of appointment with
the Company for an initial term of three years commencing from 26 July 2019, which
shall continue thereafter unless and until terminated by not less than one month’s
notice in writing served by either party on the other.

Mr. Kuo Jen-Hao, a Non-Executive Director has entered into a letter of appointment
with the Company for an initial term of three years commencing from 23 December
2019, which shall continue thereafter unless and until terminated by not less than
one month’s notice in writing served by either party on the other.

None of the current Directors proposed for re-election at the forthcoming AGM
has an unexpired service contract with the Group which is not determinable by
the Group within one year without payment of compensation, other than statutory
compensation.

TERMS OF OFFICE FOR THE NON-EXECUTIVE
DIRECTORS

As at the date of this report, all the current Non-Executive Directors (including the
Independent Non-Executive Directors) were appointed for a specific term of three
years which shall continue thereafter but subject to the relevant provisions of the
Articles of Association or any other applicable laws whereby the Directors shall
vacate or retire from their office.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors and five highest paid individuals are set
out in Note 9 to the consolidated financial statements, respectively.
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Directors’ Report (Continued)
EEgHR&E(E)

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

During the year ended 31 December 2020, SHK Hong Kong Industries Limited
(“SHK?”), of which Mr. Lee Wa Lun, Warren is a director, is obliged to pay a
management fee of approximately HK$16,549,000 and a performance fee of
approximately HK$26,603,000 to the Group in accordance with a management
agreement signed between the Group and SHK.

Save as disclosed above, no other transactions, arrangements or contracts of
significance in relation to the Group’s business to which the Company, or its
subsidiaries were a party and in which a Director of the Company or his/her
connected entities had a material interest, either directly or indirectly, subsisted at
the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING

BUSINESSES

During the year ended 31 December 2020, the Board is not aware of any Directors
of the Company being considered to have interests in businesses which compete or
are likely to compete, either directly or indirectly, with the businesses of the Group
pursuant to the Listing Rules.

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

As at 31 December 2020, the interests and short positions of the Directors of the
Company and the Chief Executives of the Company in the shares, underlying shares
or debentures of the Company and its associated corporations (within the meaning
of Part XV of the SFO), which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which the Directors and the Chief Executives of the Company were
deemed or taken to have under such provisions of the SFO) or which were required
to be and were recorded in the register required to be kept pursuant to Section
352 of the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to the Listing Rules were as follows:
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Long positions in shares of the Company

Directors’ Report (Continued)
EEgHRE(E)

RAERBDRG ZHR

% of the total relevant

Nature Number issued shares as at

Name of Directors Capacity of interests of shares held 31 December 2020

R-B-EHF

+=ZRB=+—HtEH

EsnR 27 EEME FERGEE ERITROBHEEDL

Lee Wa Lun, Warren Beneficial owner Personal 227,250,000 19.94%
Ty BEREEA fEA

Lam Chi Shing Beneficial owner Personal 17,800,000 1.56%
PR BEREEA fEA

Li Ming Beneficial owner Personal 17,800,000 1.56%
4R BEREEA fEA

Save as disclosed above, at no time during the year ended 31 December 2020
was the Company, its subsidiaries or its associated corporations, a party to any
arrangement to enable the Directors or the Chief Executives of the Company to
acquire benefits by means of the acquisition of shares in, or debentures of, the
Company or its associated corporations.

Save as disclosed above, none of the Directors or the Chief Executives of the
Company had any interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or liabilities which he
or she may sustain or incur in or about the execution of the duties of his or her office
otherwise in relation thereto. In addition, the Company has maintained appropriate
directors and officers liability insurance in respect of relevant legal actions against
the Directors of the Group.
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Directors’ Report (Continued)
EEgHR&E(E)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN FERRZESER

SECURITIES

As at 31 December 2020, so far as is known to the Board, the following persons RZZEZEF+_A=+—H REFEHA - THALGE

§E$A RIEENHEEITHA B) WRIEES & BB 1R £ 336K
B ERE M AR "R SKABRRR () A R R 5 A
ERPIEXVERE2 R B30 FMEX A E AR AT 2 #m (i) 3k
B SRE sk B B AT K8 B AR AN EIE R R A B A A I AT 1E
—ER TRARBREAG H1RFE Z5%HIA Higss (Br[E
ERARRRBEERZ RG  HERND RES 2 B &%

PN

circumstances at general meetings of the Company, other than the interests of the Bl —HPRENESHERIN ¢

(not being the Directors or Chief Executives of the Company) had an interest (long
positions) or short positions in the shares or underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the SFO which
would fall to be disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO, or who was, directly or indirectly, interested in 5% or
more of the nominal value of any class of share capital carrying rights to vote in all

Directors as disclosed in the section headed “Directors’ Interests and Short Positions

in Shares, Underlying Shares and Debentures of the Company and Associated

Corporations”:

RERBRG 2R

Long positions in shares of the Company

% of the total relevant

Name of Nature Number of issued shares as at
Substantial Shareholders Notes Capacity of interests shares held 31 December 2020
R=ZZB-TF
+=ZRA=+—HtEH
TERRER [ E =7 ERME BFERGHBE CRTROLHEIL
First Steamship Company 1 Interest of controlled  Corporate interest 331,055,000 29.05%
Limited (“First Steamship”) corporation
REHI A B ER NIl
Cheung Kit Shan Susanna 2 Interest of a spouse Family interest 227,250,000 19.94%
SRR iRt BN g
Lau Yau Cheung (“Mr. Lau”) 3 Interest of controlled  Corporate interest/ 75,605,000 6.64%
Rghre (T815c 4D corporation/ Personal interest/
Beneficial owner/ Family interest
Interest of a spouse
REHDRIMER S DRSS
BEaAAN Az,
fo Bt N3
BH Equities Limited (“BH Equities”) 3 Beneficial owner Beneficial interest 75,590,000 6.63%
BEREEA Btk
Chan Kin 4 Interest of controlled Corporate interest 57,360,000 5.03%
PRig Corporation
REH AT ER NIl
Argyle Street Management 4 Interest of controlled  Corporate interest 57,360,000 5.03%

Holdings Limited (“ASMH”)
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Notes:

1. As per notification filed by First Steamship on 19 December 2019, Heritage Riches
Limited (“HRL”) and Mariner Far East Limited (“MFE”) hold 234,065,000 shares
and 96,990,000 shares of the Company respectively, representing 20.54% and
8.51% of the total relevant issued shares of the Company as at 31 December 2020
respectively. HRL and MFE are wholly-owned by First Steamship S.A. (“FSSA”) and
First Mariner Holding Limited (“FMH”) respectively. FSSA and FMH are wholly-owned
by First Steamship. Therefore, First Steamship, FSSA and FMH are respectively
deemed to have an interest in the said shares in which HRL and MFE are interested.

2. Ms. Cheung Kit Shan Susanna is the spouse of Mr. Lee Wa Lun, Warren. By virtue
of the SFO, Ms. Cheung Kit Shan Susanna is deemed to have an interest in the said
shares in which Mr. Lee Wa Lun, Warren is interested.

3.  BH Equities holds 75,590,000 shares of the Company. BH Equities is wholly-owned
by Mr. Lau. Therefore, Mr. Lau is deemed to have an interest in the said shares in
which BH Equities is interested. In addition, Mr. Lau has personal interest in 10,000
shares and family interest in 5,000 shares of the Company.

4. As per notifications filed by Mr. Chan Kin and ASMH respectively on 24 February
2020, ASM Connaught House Fund LP and ASM Connaught House (Master) Fund
Il LP hold 45,850,000 shares and 11,510,000 shares of the Company respectively,
which are held indirectly by ASMH through a number of controlled corporations.
Mr. Chan Kin has over 50% controlling interests in ASMH. Therefore, Mr. Chan Kin
and ASMH are respectively deemed to have an interest in the shares held by ASM
Connaught House Fund LP and ASM Connaught House (Master) Fund Il LP.

Save as disclosed above, the Board is not aware, as at 31 December 2020, of
any person (who are not Directors and Chief Executives of the Company) who had
an interest (long positions) or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept under Section 336 of
the SFO which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who was, directly or indirectly, interested
in 5% or more of the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meetings of the Company.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option Scheme”)
pursuant to a resolution passed at an extraordinary general meeting of the
Company held on 22 May 2019. The Share Option Scheme has a remaining life of
approximately 8 years as at the date of this report.

The Share Option Scheme was adopted for the primary purpose of providing
incentives or rewards to eligible persons for their contribution to the Group, which
will expire on 21 May 2029. Under the Share Option Scheme, the Company may
grant options to any participant (“Participant(s)”) which includes (1) any employee
(whether full-time or part-time) of the Group and any entity in which the Group
holds any equity interest (“Invested Entity”); (2) any director (including executive,
non-executive and independent non-executive directors) of the Group or any
Invested Entity; (3) any supplier of goods or services to any member of the Group
or any Invested Entity; (4) any customer of the Group or any Invested Entity; (5) any
consultant, adviser, manager, officer or entity that provides research, development
or other technological support to the Group or any Invested Entity; or (6) any person
who, in the sole discretion of the Board, has contributed or may contribute to the
Group or any Invested Entity eligible for options under the Share Option Scheme.

The total number of shares in respect of which options may be granted under the
Share Option Scheme must not exceed 113,933,019 shares, being 10% of the
shares of the Company in issue as at the date of resumption of trading (i.e. 26 July
2019). The total number of shares issued and to be issued upon exercise of the
options granted and to be granted to a Participant in any 12-month period must not
exceed 1% of the shares of the Company in issue. Any further grant of options in
excess of the individual limit must be subject to shareholders’ approval.

Options granted must be taken up within 21 business days from the offer date, upon
payment of HK$1.00 per offer of grant of an option. Option may be exercised after
it has vested at any time during the period to be notified by the Board (as defined
in the Share Option Scheme) at the time of the grant of the option but shall end
in any event not later than 10 years from the offer date, subject to the provisions
for early termination of the Share Option Scheme. The Subscription Price shall be
determined by the Board (as defined in the Share Option Scheme) and notified to a
Participant and shall not be less than the higher of (a) the closing price of the shares
as stated in the Stock Exchange’s daily quotation sheets on the offer date, which
must be a business day; (b) the average closing price of the shares as stated in the
Stock Exchange’s daily quotation sheets for the five consecutive business days
immediately preceding the offer date; and (c) the nominal value of the shares.

During the year ended 31 December 2020, no share option was granted, exercised,
cancelled, lapsed or outstanding under the Share Option Scheme.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed
any of the Company’s listed securities during the year ended 31 December 2020.

RELATED PARTY TRANSACTIONS

Details of the related party transactions are set out in Note 31 to the consolidated
financial statements. These related party transactions do not constitute connected
transactions nor continuing connected transactions of the Company as defined in
Chapter 14A of the Listing Rules.

CONNECTED TRANSACTIONS

Save as disclosed in the section headed “Significant Investments and Acquisition”
on page 11 of this Annual Report in relation to the acquisition of Morton Securities
Limited, during the year ended 31 December 2020, the Board is not aware of any
connected transactions or continuing connected transactions made for the year
ended 31 December 2020.

PRE-EMPTIVE RIGHTS
The Company has no pre-emptive rights existing.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors, as at the date of this report, the Company has
maintained sufficient public float as required under the Listing Rules.

CORPORATE GOVERNANCE

A detailed Corporate Governance Report is set out on pages 32 to 48 of this Annual
Report.

THE IMPACT OF COVID-19 IN THE CURRENT
REPORTING YEAR

The outbreak of COVID-19 has developed rapidly in 2020 and significantly affected
entities and economic activities in varying scales globally. While there have been
more immediate and pronounced disruptions in certain industries, its impact on the
financial industry in the country where the Group operates has been rather modest
during the current reporting year. Nevertheless, as COVID-19 continues to evolve, it is
challenging at this moment to predict the full extent and duration of its impact to the
business and economy. Up to the date of this report, management has not identified
any areas that could have a material impact on the financial performance or position
of the Group as at 31 December 2020.
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EVENT AFTER THE REPORTING DATE

On 21 September 2020, the Company entered into a sale and purchase agreement
to purchase entire issued shares of Morton Securities Limited from First Mariner
Capital Limited for a consideration of approximately HK$9.5 million. The transaction
is subject to certain conditions, inter alia, the approval from the SFC. Details of the
transaction were disclosed in the Company’s announcements dated 21 September
2020 and 29 December 2020 respectively. The transaction is expected to be
completed by the end of March 2021.

AUDITOR

BDO was appointed as auditors of the Company on 25 November 2019 upon the
retirement of ZHONGHUI ANDA CPA Limited (“ZHONGHUI ANDA”) with effect from
that date. ZHONGHUI ANDA was the auditor of the Company for the financial years
ended 30 June 2019 and 2018.

The accompanying financial statements for the year ended 31 December 2020 and
the six-month period ended 31 December 2019 were audited by BDO who will retire
and, being eligible, offer itself for re-appointment. A resolution for its re-appointment
as auditor of the Company will be proposed at the AGM.

INDEPENDENT AUDITOR’S REPORT ON THE
COMPANY’S CONSOLIDATED FINANCIAL
STATEMENTS FOR YEAR ENDED 31 DECEMBER
2020

As disclosed in sections headed “Qualified Opinion” in Independent Auditor’s Report
contained on pages 58 to 67 of this Annual Report, the auditor of the Company,
BDO, issued a qualified opinion on the consolidated financial statements of the
Group for the year ended 31 December 2020 in relation to comparative information.
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THE VIEW OF THE MANAGEMENT OF THE
COMPANY, THE AUDIT COMMITTEE AND THE
BOARD ON THE AUDITOR’S OPINION

As disclosed in section headed “Qualified Opinion” in Independent Auditor’s Report
on the Group’s consolidated financial statements for the year ended 31 December
2020 on pages 58 to 67 of this Annual Report, the independent auditor of the
Company, BDO, issued a qualified opinion on the consolidated financial statements
of the Group for the year ended 31 December 2020 in relation to comparative
information (the “Audit Qualifications”).

It should be noted that the Audit Qualifications were related to the financial
information on or before completion of the group restructuring which took place on
25 July 2019.

As advised by BDO, the Group’s financial information of the corresponding period
(the six-month period ended 31 December 2019) was required to be disclosed
as comparative figures (“2019 Comparative Figures”) in the consolidated financial
statements of the Group for the year ended 31 December 2020. BDO issued
qualified opinion on the Group’s consolidated financial statements for the year
ended 31 December 2020 on the comparability of the related 2019 Comparative
Figures and current year’s figures in the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of changes in equity,
the consolidated statement of cash flows and the respective disclosures of the
consolidated financial statements for the year ended 31 December 2020 arising from
the audit scope limitations on the audit of consolidated financial statements for the
six-month period ended 31 December 2019. In addition, since there will be no 2019
Comparative Figures contained in the consolidated financial statements for the year
ending 31 December 2021, the qualified opinion in the Independent Auditor’s Report
will be removed in respect of the Group’s consolidated financial statements for the
year ending 31 December 2021.

Based on the above-mentioned information, the management of the Company, the
audit committee of the Company and the Board agree with the view of BDO that the
Group’s affairs on or before completion of the Group’s restructuring which led to the
Audit Qualifications have no on-going effect on the Group’s consolidated financial
information in future reporting periods.

By order of the Board
Da Yu Financial Holdings Limited

Lee Wa Lun, Warren
Managing Director

Hong Kong, 26 March 2021
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Corporate Governance Report
EXRERMSE

CORPORATE GOVERNANCE

The board of Directors of Da Yu Financial Holdings Limited (the “Company”) (the
“Board”) believes that corporate governance is essential to the success of the
Company and has adopted various measures to ensure that a high standard of
corporate governance is maintained. With effect from 26 July 2019, the Company
has applied the principles (the “Principles”) and adopted code provisions (the “Code
Provisions”) set out in the Corporate Governance Code and Corporate Governance
Report (the “CG Code”) in Appendix 14 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) as its own code on corporate governance practices. The current
practices will be reviewed and updated regularly to follow the latest practices in
corporate governance.

The Company has complied with the Principles and the Code Provisions as set out
in the CG Code during the year ended 31 December 2020.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company had adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules
as the code of conduct regarding securities transactions by the Directors. Having
made specific enquiry of all Directors, the Company confirmed that all Directors have
complied with the required standards as set out in the Model Code during the year
ended 31 December 2020.

BOARD OF DIRECTORS

The Company has adopted a system of corporate governance, observed the CG
Code and appointed three Independent Non-Executive Directors and two Non-
Executive Directors constituting not less than one-third of the members of the
Board. The composition of the Board is as follows:

Executive Directors:

Mr. Lee Wa Lun, Warren (Managing Director)
Mr. Lam Chi Shing

Ms. Li Ming

Non-Executive Directors:

Mr. Li Chi Kong (Chairman)
Mr. Kuo Jen-Hao

Independent Non-Executive Directors:
Mr. Chan Sze Chung

Mr. Sum Wai Kei, Wilfred
Mr. Suen Chi Wai
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The Independent Non-Executive Directors comprised top-notched professionals
(one lawyer, one accountant and one investment banker) who are capable of
safeguarding the corporate governance of the Company and protecting the interests
of all shareholders of the Company (the “Shareholder(s)”). Biographical details of the
Directors of the Company are set out on pages 14 to 18 of this Annual Report.

There is no relationship (including financial, business, family or other material/relevant
relationship) between any members of the Board and in particular, between the
Chairman and the Managing Director.

All Directors have access to the services of the company secretary of the Company
(the “Company Secretary”) who regularly updates the Board on governance and
regulatory matters. Any Director and member of the audit committee, nomination
committee and remuneration committee of the Company may take independent
professional advice if they so wish at the expense of the Company, as arranged by
the Company Secretary.

During the year ended 31 December 2020, the Board has held 4 regular Board
meetings at approximately quarterly intervals in accordance with the CG Code. 1
additional Board meeting has been held when the Board considers appropriate
during the year.

Attendance of individual Directors at Board meetings for the year ended 31
December 2020:

Number of meetings

BERY
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Executive Directors

HITEE

Mr. Lee Wa Lun, Warren (Managing Director)
FHEMGEL (EFRLIE)

Mr. Lam Chi Shing

MAEREE

Ms. Li Ming

FHt

Non-Executive Directors
HHITEE

Mr. Li Chi Kong (Chairman)
FERILE(ER)

Mr. Kuo Jen-Hao

BAZEE

Independent Non-Executive Directors
BUHBITESE

Mr. Chan Sze Chung

FRBER S A

Mr. Sum Wai Kei, Wilfred

SEREEE

Mr. Suen Chi Wai

FREELE

5/5 100%

5/5 100%

5/5 100%

5/5 100%

4/5 75%

5/5 100%

5/5 100%

5/5 100%
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At least 14 days’ notice of a regular Board meeting is given to all Directors to provide
them with an opportunity to attend and all Directors are given an opportunity to
include matters in the agenda for a regular meeting. Board papers are despatched
to the Directors at least 3 days before the meeting to ensure that they have sufficient
time to review the papers and be adequately prepared for the meeting.

A private meeting of the Chairman of the Board and all Independent Non-Executive
Directors had been held in 2020.

(a) Roles and Responsibilities of the Board and
Management

The Board is responsible for running the Company and its subsidiary (collectively
the “Group”) and drawing up the strategies to be adopted. It ensures that
proper risk management and internal control systems are in place and that the
Group’s business conforms to applicable laws and regulations.

The management, under the leadership of the Managing Director, is responsible
for implementing the strategies and plans established and any instruction given
by the Board; and submitting reports on the Group’s operations to the Board
on a regular basis to ensure effective discharge of the Board’s responsibilities.

The Board may delegate any of its powers, authorities and discretion to
committees consisting of such Director or Directors and other persons as
the Board thinks fit, and it may from time to time revokes such delegation
or revokes the appointment of and discharge any such committees either
wholly or in part, and either as to persons or purposes, but every committee
so formed must, in the exercise of the powers, authorities and discretion so
delegated, conforms to any regulations that may from time to time be imposed
upon it by the Board.

During regular meetings of the Board, the Board discusses and formulates the
overall strategies of the Group, monitors financial and investment performances
and discusses and approves the annual results, discusses and decides on
other significant matters, if necessary.

The Company has arranged appropriate directors and officers liability insurance
coverage for the Directors and officers of the Company.
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Director’s training is an ongoing process. During the year ended 31 December
2020, the management had provided all members of the Board with monthly
updates giving a balanced and understandable assessment of the Company’s
performance, position and prospects in sufficient detail to enable the Board as
a whole and each Director to discharge their duties under the Listing Rules. The
Company had funded training courses and delivered training materials during
the year and will continue to arrange and/or funding training opportunities
in respect of the roles, functions and duties of Directors upon requested by
Directors. The Company had received record of trainings from each Director
relating to development and refreshment of their knowledge and skills. The
participation by individual Directors in the continuous professional development
during the year is recorded in the table below:
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Attending expert

briefings/seminars/

conferences relevant

to the business or

Reading regulatory directors’ duties or
or monthly updates/  risk management or

attending in-house taxation or
Directors briefings financial reporting
SHEREKRES
MELRSFENS BEIAREENHYE
BRAEHER HE R BERER
Ex RFENE ENEEREEE
Executive Directors
HITEE

M. Lee Wa Lun, Warren (Managing Director)
FERILL (ERRKE)

Mr. Lam Chi Shing

MAERSEE

Ms. Li Ming

Fiut

Non-Executive Directors

HHITEE

Mr. Li Chi Kong (Chairman)
EMSEE (E %)

Mr. Kuo Jen-Hao

LAREE

Independent Non-Executive Directors
BUHHITEE

Mr. Chan Sze Chung

BRI A

Mr. Sum Wai Kei, Wilfred

SEELE

Mr. Suen Chi Wai
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(b)

All responsible officers and licensed representatives of Yu Ming Investment
Management Limited, the wholly-owned subsidiary of the Company, three of
which are Executive Directors of the Company, are also required to undertake
a sufficient number of hours of continuous professional training in order to
maintain their Securities and Futures Commission licences to carry on regulated
activities.

The Board is also responsible for performing the corporate governance duties as
required under the CG Code and has adopted the written terms of reference
on its corporate governance functions. The major roles and functions of the
Board in respect of the corporate governance are:

—  to develop and review the Company’s policies and practices on corporate
governance;

— to review and monitor the training and continuous professional
development of Directors and senior management;

—  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

—  to develop, review and monitor the code of conduct and compliance
manual applicable to employees and Directors; and

—  toreview the Company’s compliance with the CG Code and disclosure in
the Corporate Governance Report.

In 2020 and up to the date of this Annual Report, the Board has performed the
corporate governance duties in accordance with its terms of reference.

Chairman and Managing Director

During the year ended 31 December 2020, the roles of the Chairman of the
Board and the Managing Director of the Group are not exercised by the same
individual.

Mr. Li Chi Kong, being the Chairman of the Board, is responsible for the
leadership and effective running of the Board.

The position of Managing Director is performed by Mr. Lee Wa Lun, Warren,
who is delegated with the authorities to manage the Group’s business in all
aspects effectively, implement major strategies, make day-to-day decision and
coordinate overall business operation.
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(c) Terms of appointment and re-election of Directors

Non-Executive Directors (including Independent Non-Executive Directors) of
the Company have a specific term of appointment for three years, subject to
retirement and re-election in accordance with the articles of association of the
Company. At each annual general meeting of the Company (“AGM”), one-third
of the Directors for the time being or, if their number is not three or a multiple of
three, then the number nearest to but not less than one-third, shall retire from
office by rotation provided that every Director shall be subject to retirement at
least once every three years.

The Company has formal letters of appointment or service agreements for
Directors setting out the key terms and conditions of their appointment.

Board Committees

The Board is supported by three sub-committees, namely the audit committee,
remuneration committee and nomination committee to assist the Board in
discharging its responsibilities and to enhance the Group’s corporate governance
framework. Each committee has its own defined terms of reference which clearly
state the corresponding roles and responsibilities.

Audit Committee

An audit committee of the Board has been set up with written terms of reference
in compliance with Rule 3.21 of the Listing Rules and the CG Code. The terms of
reference of the audit committee are available on the websites of the Company and
the Stock Exchange.

The audit committee consists of Mr. Chan Sze Chung (chairman of the audit
committee), Mr. Sum Wai Kei, Wilfred and Mr. Suen Chi Wai, being Independent
Non-Executive Directors, and Mr. Li Chi Kong and Mr. Kuo Jen-Hao, being Non-
Executive Directors.

The audit committee is provided with sufficient resources to perform its duties and
may have access to independent professional advice according to the Company’s
policy if considered necessary.

The major roles and functions of the audit committee are:

(@ torecommend to the Board on the appointment, re-appointment and removal
of the external auditor, to approve the remuneration and terms of engagement
of the external auditor, and to consider any questions of resignation or

dismissal of the auditor;

(b) to consider and discuss with external auditor the nature and scope of each
year’s audit;

(c) to review and monitor the external auditor’s independence and objectivity;

(d) to review the interim and annual consolidated financial statements before
submission to the Board;
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to discuss any problems and reservation arising from the interim review and
final audit, and any matters the external auditor may wish to discuss;

to review the external auditor’s management letters (if any) and management’s
response; and

to review the Group’s financial controls, risk management and internal control
systems.

The works of the audit committee during the year ended 31 December 2020

included:

@)

W)

reviewing annual results for the six-month period ended 31 December 2019
and the interim results for the six months ended 30 June 2020;

discussing with the management of the Company over the completeness,
fairness and adequate accounting standards and policies of the Group in the
preparation of the annual financial statements for the six-month period ended
31 December 2019 and the interim financial statements for the six months
ended 30 June 2020;

reviewing and discussing with the external auditor over the financial reporting of
the Company;

reviewing and approving the 2020 audit scope and fees;

recommending to the Board, for the approval by the Shareholders, of the re-
appointment of the external auditor;

reviewing the arrangement (including investigation and following up action, if
any) under the whistle blower policy;

reviewing the internal audit report; and

reviewing the effectiveness of risk management and internal control systems.

As at 31 December 2020, the arrangement for employees of the Group to raise

concerns about possible improprieties in financial reporting, internal control and

other matters through whistle blower policy is in place. No reporting had been

received by audit committee during the year ended 31 December 2020.

During the year ended 31 December 2020, the audit committee members met

2 times with external auditor. Each committee meeting was supplied with the

necessary financial information of the Group for enabling the members to consider,

review and assess matters of significance arising from the work conducted.
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Attendance of individual members of audit committee at audit committee meetings
during the year ended 31 December 2020:

Number of meetings
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Mr. Chan Sze Chung (Chairman) 2/2 100%
RBERSL A (X7

Mr. Li Chi Kong 2/2 100%
FERILE

Mr. Kuo Jen-Hao 2/2 100%
BAZIE

Mr. Sum Wai Kei, Wilfred 1/2 50%
SEELE

Mr. Suen Chi Wai 2/2 100%
BREE L

Remuneration Committee

A remuneration committee of the Board has been set up with written terms of
reference in compliance with Rule 3.25 of the Listing Rules and the CG Code. The
terms of reference of the remuneration committee are available on the websites of
the Company and the Stock Exchange.

The remuneration committee consists of Mr. Sum Wai Kei, Wilfred (chairman of
the remuneration committee), Mr. Chan Sze Chung, Mr. Suen Chi Wai, being
Independent Non-Executive Directors, and Mr. Li Chi Kong and Mr. Kuo Jen-Hao,
being Non-Executive Directors.

The remuneration committee is provided with sufficient resources to perform its
duties and may have access to independent professional advice according to the
Company’s policy if considered necessary.

The major roles and functions of the remuneration committee are:

(@ to recommend to the Board on the Company’s policy and structure for all
remuneration of Directors and senior management;

(b) to recommend to the Board on the remuneration packages of individual
Executive Directors and senior management;

(c) to review and approve performance-based remuneration by reference to
corporate goals and objectives approved by the Board from time to time;

(d) to review and approve the compensation payable to Executive Directors
relating to any loss or termination of their office or appointment;

(e) to review and approve compensation arrangements relating to dismissal or
removal of Directors for misconduct; and

() to ensure that no Director is involved in deciding his own remuneration.
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During the year ended 31 December 2020, 1 remuneration committee meeting
was held with 100% attendance rate in the presence of Mr. Sum Wai Kei, Wilfred,
Mr. Li Chi Kong, Mr. Kuo Jen-Hao, Mr. Chan Sze Chung and Mr. Suen Chi Wai.
The Remuneration Committee had discussed and reviewed discretionary bonus
of Executive Directors and remuneration of all members of the Board; and made
recommendations to the Board, etc.

The remuneration committee adopted the model under Code Provision B.1.2(c)(ii).
Remuneration Policy

The remuneration policy of the Company is to ensure that all employees, including
Directors, are sufficiently compensated for their efforts and time dedicated to the
Company and remuneration offered is appropriate for their duties and in line with
market practice. No Director, or any of his/her associates, and executive is involved
in deciding his/her own remuneration.

Nomination Committee

A nomination committee of the Board has been set up with written terms of
reference in compliance with the CG Code. The terms of reference of the nomination
committee are available on the websites of the Company and the Stock Exchange.

The nomination committee consists of Mr. Li Chi Kong (chairman of the nomination
committee), being Non-Executive Director, Mr. Chan Sze Chung, Mr. Sum Wai Kei,
Wilfred and Mr. Suen Chi Wai, being Independent Non-Executive Directors.

The nomination committee is provided with sufficient resources to perform its
duties and may have access to independent professional advice according to the
Company’s policy if considered necessary.

The major roles and functions of the nomination committee are:

(@ to review the structure, size and composition (including the skills, knowledge
and experience) of the Board at least annually and make recommendations on
any proposed changes to the Board to complement the Company’s corporate
strategy;

(b) to identify individuals suitably qualified to become Board members and
select or make recommendations to the Board on the selection of individuals
nominated for directorship;

(c) to assess the independence of Independent Non-Executive Directors; and

(d) to make recommendations to the Board on the appointment or re-appointment
of the Directors and succession planning for Directors, in particular the
chairman and the chief executive.

During the year ended 31 December 2020, 2 nomination committee meetings were
held to (i) review the structure, size, diversity and composition of the Board; (i) assess
the independence of Independent Non-Executive Directors; (jii) review the re-election
of retiring Directors at the AGM held in 2020; (iv) review the board diversity policy;
and (v) make recommendations to the Board.
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Attendance of individual members of nomination committee at nomination committee
meetings during the year ended 31 December 2020:

Number of meetings

ERRE
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Mr. Li Chi Kong (Chairman)
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Mr. Chan Sze Chung
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Mr. Sum Wai Kei, Wilfred
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Mr. Suen Chi Wai
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2/2 100%

2/2 100%

1/2 50%

2/2 100%

Nomination Policy

The nomination policy of the Company sets out the nomination criteria and
procedures for providing a formal, considered and transparent procedure to the
Board, with the assistance and recommendation from the nomination committee,
for evaluating and selecting candidates for directorships. In assessing the suitability
of a proposed candidate, the nomination committee may make reference to certain
criteria such as the Company’s need, the integrity, experience in the Company
principal business and/or the industry in which the Company operates, balance of
skills, knowledge and experience on the Board, the amount of time and effort that
the candidate will devote to discharge his/her duties and responsibilities and, in the
case of an Independent Non-Executive Director, the independent requirements set
out in the Listing Rules, and take into account various aspects set out in the board
diversity policy of the Company and the number of directorship in other listed/public
companies, and in the case of Independent Non-Executive Directors, the length of
service, where an Independent Non-Executive Director serving more than nine years
could be relevant to the determination of a Non-Executive Director’s independence
under Code Provision A.4.3. The secretary of the nomination committee shall invite
nomination of candidates from Board members (if any) for consideration by the
nomination committee. The nomination committee may also put forward candidates
who are not nominated by Board members. The Board shall make the final decision
on all matters relating to its recommendation of candidates to stand for election at
any general meeting.

In considering the re-appointment of retiring Directors standing for re-election at
AGM in 2020, the nomination committee, based on the above nomination policy,
assessed the relevant candidates on criteria such as integrity, experience, skill,
professional qualifications, independent mind and ability to commit time etc, and
made recommendations to the Board for approval.
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Board Diversity Policy

The board diversity policy of the Company sets out the approach with the objective
of achieving diversity on the Board. The Company is committed to the benefits
of having the Board with appropriate balance of expertise, skills, experience and
diversity of perspectives. The nomination committee reviews and assesses the
Board composition on behalf of the Board and recommends the appointment of
new Directors, if necessary. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria, having due regard for
the benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity criteria, including but not
limited to the Company’s needs, gender, age, cultural and educational background,
ethnicity, integrity, management experience, technical skills, industry or professional
experience and skills, length of service, and the amount of time and effort that the
candidate will devote to discharge his/her duties and responsibilities and, in the case
of independent non-executive director(s), the independence requirements set out in
the Listing Rules. The ultimate decision will be based on merit and contribution that
the selected candidates will bring to the Board.

The nomination committee monitor the implementation of the board diversity policy
and review it, as appropriate, which will include an assessment of its effectiveness.
The nomination committee will discuss and agree on measurable objectives for
achieving diversity of the Board, and where necessary, make any revisions that may
be required and recommend any such revisions to the Board for consideration and
approval.

Dividend Policy

The Company’s dividend policy aims to set out the approach adopted by the
Board in recommending dividends, to allow the Shareholders to participate in the
Company’s profits and for the Company to retain adequate reserves for future
growth.

Subject to the requirement of the memorandum and articles of association of the
Company, the applicable laws and regulations of Hong Kong and the Cayman Islands
and any other laws and regulations applicable to the Company, and if required,
the approval of the Shareholders, the Company shall pay annual dividends to the
Shareholders if the Group is profitable, operation environment is stable and there is
no significant investment or commitment made by the Group. The aggregate amount
per year shall not exceed 30% of the consolidated annual net profits (excluding
extraordinary items, if any) attributable to the Shareholders, taking into consideration
the criteria including but not limited to the Group’s current and future operations,
financial position, development pipeline, prevailing economic environment,
contractual restrictions, capital and other reserve requirements, dividends received
from the Company’s subsidiaries and associates, as well as any other conditions or
factors which the Board deems relevant and having regard to the Director’s fiduciary
duties. The remaining net profits will be used for the Group’s development and
operations. The dividend policy allows the Company to declare special dividends
from time to time in addition to annual dividends.

The Board reserves the right in its sole and absolute discretion to update, amend,
modify and/or cancel the dividend policy at any time.
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Remuneration of Directors and Senior Management

The Executive Directors are closely involved in and are directly responsible for all
activities of the Group. The Board considers that the senior management comprise
the Executive Directors.

Particulars regarding senior management and other Directors’ remuneration and the
five highest paid employees as required to be disclosed pursuant to Appendix 16 to
the Listing Rules are set out in Note 9 to the consolidated financial statements.

ACCOUNTABILITY AND AUDIT

BDO Limited (“BDO”) was appointed as the external auditor of the Company
with effect from 25 November 2019. BDO had issued a qualified opinion on the
consolidated financial statements of the Group for the year ended 31 December
2020 on the comparability of the 2019 comparative figures. The responsibility of the
external auditor with respect to the financial reporting and details of the qualified
opinion are set out in the “Independent Auditor’s Report” on pages 58 to 67 of this
Annual Report.
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AUDITOR’S REMUNERATION =B A &
During the year ended 31 December 2020, the fees payable to the external auditor BHEZZT-_ZTF+_A=1+—HIEFERN ' BN TINBZEEN
are set out as follows: E’\]@N%%ﬁ‘ s
HK$’'000
FET
Audit fees payable 510
e EA B
Non-audit services — included interim review and other professional services 50
EEA R —EIET RN L H M X RS
Total 560
st
COMPANY SECRETARY ATRWE

Mr. Lee Hon Sang is the Company Secretary of the Company. He is also an
employee of the Group and has day-to-day knowledge of the Group’s affairs.
He is a certified public accountant of the Hong Kong Institute of Certified Public
Accountants and a fellow of the Association of Chartered Certified Accountants. The
Company Secretary has complied with the relevant training requirement under Rule
3.29 of the Listing Rules.
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CORPORATE COMMUNICATION

The Company had established a shareholders’ communication policy and shall
review it on a regular basis to ensure its effectiveness.

The Company communicates with the Shareholders mainly in the following
ways: (i) the holding of the AGM and extraordinary general meetings (“EGM”), if
any, which may be convened for specific purposes and provide opportunities
for the Shareholders to communicate directly to the Board; (i) the publication of
announcements, annual reports, interim reports, circulars on the websites of the
Company and the Stock Exchange; and (jii) the availability of latest information of the
Group on the website of the Company.

The Company also releases all necessary disclosures and corporate communication
through the website of Stock Exchange in order to keep Shareholders, the public
and any other stakeholders informed of all major developments that affect the
Company.

Separate resolutions are proposed at the general meetings for substantial issues,
including the re-election of retiring Directors, and voting of which are taken by poll
pursuant to the Listing Rules. Any results of the poll are published on the websites of
the Company and the Stock Exchange.

The Company’s notices to the Shareholders for the AGM are sent to the
Shareholders at least 20 clear business days or 21 clear days whichever is the
longer and for EGM at least 10 clear business days or 14 clear days, whichever is
the longest.

Directors, including the Chairman of the Board, chairmen and members of the audit
committee, nomination committee and remuneration committee were available at
the AGM held on 29 May 2020 to answer questions from the Shareholders. The
Chairman of the Board explained the procedures for conducting a poll during the
AGM. All resolutions proposed at the AGM were voted separately by way of poll. All
the votes cast at the AGM were properly counted and recorded. The representative
of the auditor, BDO, had attended the AGM.
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Attendance of individual Directors at general meetings during the year ended 31
December 2020:

Number of meetings

PN

Corporate Governance Report (Continued)

tERERHSE (H)

B R CTF T A=+ HEFEARREASEBIESH
HEE

AGM
BRBFRE

Executive Directors

HITEE

Mr. Lee Wa Lun, Warren (Managing Director)
FEMGE L (BEFHLR)

Mr. Lam Chi Shing

MEK ST E

Ms. Li Ming

FLL

Non-Executive Directors
FHHITEE

Mr. Li Chi Kong (Chairman)
FEMEE(ER)

Mr. Kuo Jen-Hao
FAZEE

Independent Non-Executive Directors
BUHHITESE

Mr. Chan Sze Chung

REBIRL A

Mr. Sum Wai Kei, Wilfred

SEELE

Mr. Suen Chi Wai

REEEE

11 100%

1 100%

11 100%

11 100%

11 100%

11 100%

11 100%

11 100%

The forthcoming AGM of the Company will be held on 28 May 2021 and resolutions
to be proposed thereat will be voted separately by way of poll.

CONVENING AN EGM OF THE COMPANY BY
SHAREHOLDERS

Any one or more Shareholder holding, at the date of deposit of the requisition, not
less than one tenth of the paid up capital of the Company having the right of voting
at general meetings can convene EGM by depositing or sending a written requisition
addressed to the Board or the Company Secretary for the transaction of any
business specified in such requisition.

Such meeting shall be held within two months after the deposit of such requisition.
If the Board fails to proceed to convene such meeting within 21 days of the deposit
of the requisition, then the requisitionist(s) himself/themselves may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s) as a result of
the failure of the Board will be reimbursed to the requisitionist(s) by the Company.
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PROCEDURES FOR PUTTING FORWARD
PROPOSALS AT GENERAL MEETINGS

To put forward proposals at a general meeting of the Company, a Shareholder
should lodge a written request, duly signed by the Shareholder concerned, setting
out the proposals at the Company’s principal place of business in Hong Kong for the
attention of the Board or the Company Secretary. The request will be verified with
the Company’s branch share registrar in Hong Kong and upon their confirmation
that the request is proper and in order, the Company Secretary will pass the request
to the Board. Whether a proposal will be put to a general meeting will be decided by
the Board in its discretion, unless the proposal put forward by a Shareholder is (a)
pursuant to a requisition by a Shareholder to convene an EGM referred to above or
(b) forms part of ordinary business to be considered at an AGM as described in the
articles of association of the Company.

SHAREHOLDERS’ ENQUIRIES

Enquiries by Shareholders and the investment community to be put to the Board can
be sent in writing to the principal place of business of the Company in Hong Kong.
For share registration related matters, Shareholders can contact the Company’s
Hong Kong branch share registrar, Hong Kong Registrars Limited.

CONSTITUTIONAL DOCUMENTS

There was no change in the memorandum and articles of association of the
Company during the year ended 31 December 2020.

The memorandum and the articles of association of the Company are available on
the websites of the Company and the Stock Exchange.

INTERNAL AUDIT FUNCTION

The Group has engaged an independent professional adviser (the “Internal Audit
Adviser”) to carry out the internal audit function by performing an independent
appraisal of the adequacy and effectiveness of the Group’s risk management and
internal control systems. The Internal Audit Adviser has conducted an annual review
and made recommendations to improve the effectiveness of the Group’s risk
management and internal control systems.

The Internal Audit Adviser is independent of the Group’s daily operation and carries
out appraisal of the risk management and internal control systems by conducting

reviews, walkthroughs and tests of operational effectiveness.

Review of the risk management and internal control systems is conducted annually
and the results are reported to the audit committee and then in turn to the Board.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Group’s risk management and internal control systems involve the operation
and/or supervision of the Board, the audit committee and the Internal Audit Adviser.
The main features and the key processes that have been established in reviewing
the adequacy and effectiveness of such systems are stated below.

The Board is responsible for overseeing the Group’s risk management and internal
control systems. However, such systems are designed to manage the Group’s
risks within an acceptable risk profile, rather than to eliminate the risk of failure
to achieve the business objectives of the Group. Accordingly, it can only provide
reasonable assurance but not absolute assurance against material misstatement
of management and financial information and records or against financial losses or
fraud.

The Board has overall responsibility in monitoring the process of corporate reporting
and control system throughout the Group. It delegates the duties of proper and
regular reviews on the deployment of resources and financial reporting systems, the
corporate governance practices and compliance with the Listing Rules, the Hong
Kong Securities and Futures Ordinance and other applicable regulations to the top
management. The top management reviews and briefs the reporting systems with
the audit committee at least annually.

The Board, through the recommendations from the top management, has established
the Risk Management Policy which consists of an on-going process for identifying,
evaluating and managing the significant risks faced by the Group and this process
includes updating the systems of risk management and internal control when there
are changes to business environment or regulatory guidelines. The effectiveness
and efficiency of the risk management and internal control systems are reviewed
annually.

The Board, through the audit committee with the assistance of Internal Audit Adviser
and the top management of the Company, reviewed the risk management and
internal control systems of the Group (including the consideration of the adequacy
of resources, staff qualifications and experience, training programmes and budget
of the Company’s accounting, internal audit and financial reporting function) for the
year ended 31 December 2020. The controls within these systems were considered
effective and adequate. No significant areas of concern that may affect financial,
operational, compliance controls, internal audit, risk management and internal
control functions of the Group were identified.

The Board implements the Board’s policies and procedures on risk and control by
identifying and assessing the risks faced, and involving in the design, operation and
monitoring of suitable internal control to mitigate and control these risks.
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The key processes that have been established in reviewing the adequacy and
integrity of the systems of risk management and internal control include the
following:

o The Executive Directors ensure the effectiveness of the daily operations and
that the operations are in accordance with the corporate objectives and
strategies.

e  The audit committee reviews risk management and internal control issues (if
any) identified by Internal Audit Adviser, external auditor, regulatory authorities
and top management, and evaluates the adequacy and effectiveness of the
Group’s risk management and internal control systems.

The Internal Audit Adviser checks for compliance with statutory requirement, internal
policies and procedures. They assess the operating effectiveness and efficiency of
the risk management and internal control systems in the course of their audit. The
audit scope and frequency are determined by the level of assessed risks and have
to be reviewed and approved by the audit committee.

The Group has already established the Inside Information Policies. They depict
clearly the decision trees to distinguish inside information and the necessary actions.

Employees are required to keep all inside information in strict confidence. Once the
inside information needs disclosure, the manner must be equal, timely and effective.

DIRECTORS’ RESPONSIBILITY IN PREPARING AND
REPORTING THE FINANCIAL STATEMENTS

The Directors acknowledge that it is their responsibility to prepare the financial
statements which give a true and fair view of the state of affairs of the Group and of
the profit and cash flows of the Group for the year ended 31 December 2020.

Details of the view of the management of the Company, the audit committee and the

Board on the auditor’s opinion are set out in the Directors’ Report, on page 31 of
this Annual Report.
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Environmental, Social and Governance Report

APPROACH AND STRATEGY

Da Yu Financial Holdings Limited (the “Company”) believes in delivering long term,
sustainable value creation to our shareholders. In doing so, we recognise that the
choices we make will have an impact on the communities in which we carry on our
business and we should make such impact a positive one. We are committed to
contributing to the sustainable development of society and the environment, and
endeavour to embrace these principles as part of our practice and governance. The
Company has adopted a Sustainability Policy in November 2019 which covers our
principles in the area of employment and labour practices, business integrity, the
environment and the community.

This report outlines the sustainability initiatives and selected Key Performance
Indicators (“KPI”) of the Company and its subsidiary (the “Group”) that are material
to the Group and its stakeholders on Environmental, Social and Governance (“ESG”)
issues for the year ended 31 December 2020. This report supplements information
disclosed in this Annual Report.

The subject areas and aspects are presented based on the “Environmental, Social
and Governance Reporting Guide” (the “ESG Reporting Guide”) for listed issuers
published by The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

MATERIALITY ASSESSMENT AND STAKEHOLDER
ENGAGEMENT

Amongst various environmental and social issues based on the ESG Reporting
Guide, the following is the list of issues that are considered to be material and
relevant to the Group. The priorities are set based on management’s view as well
as certain conclusions from our stakeholders’ engagement. The key stakeholders
such as investors, shareholders, employees, business partners, clients, government
and other regulatory bodies have been taken into consideration. The Group
has communicated with the stakeholders through various channels such as the
Company’s website, announcements, annual general meeting, annual and interim
reports, face-to-face/online/telephone meetings. Based on management’s view, the
aspects and KPIs relevant to this report’s disclosure are set out as follows:

Material and relevant issues:

Service responsibility (Aspect B6) general disclosure, KPI B6.2, B6.5
Anti-corruption (Aspect B7) general disclosure, KPI B7.2, B7.3

Other relevant issues:

Emissions (Aspect A1) general disclosure, KPI A1.4

Use of resources (Aspect A2) general disclosure, KPI A2.1

The environment and natural resources (Aspect A3) general disclosure, KPI A3.1
Employment (Aspect B1) general disclosure

Health and safety (Aspect B2) general disclosure

Development and training (Aspect B3) general disclosure, KPI B3.1, B3.2
Labour standards (Aspect B4) general disclosure

Supply chain management (Aspect B5) general disclosure, KPI B5.2, B5.3, B5.4

Community investment (Aspect B8) general disclosure, KPI B8.1, B8.2
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RE -#HERER®ME (H)

All other KPIs not mentioned above were considered not relevant for detailed
disclosure because the Group is not involved in any manufacturing or construction
activities.

The following ESG issues are presented based on the classification of provisions by
the ESG Reporting Guide.

A. ENVIRONMENTAL ISSUES

The Group’s Sustainability Policy encompasses our general approach towards
environmental issues. We endeavour to:

—  observe relevant laws and regulations and aim to go beyond minimum
requirements;

—  prevent/minimise air and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and non-hazardous waste;

—  make efficient use of resources, including energy and water;

— minimise the impact of the Group’s activities on the environment and
natural resources; and

—  engage our staff and partners to promote environmentally sustainable
business practices and constantly re-assess our processes to minimize
environmental impact.

Emissions (Aspect A1)

The Group is not involved in any manufacturing or construction activities
and does not own any vehicles, hence it does not produce direct (Scope 1)
greenhouse gas (“GHG”) emissions and hazardous waste in its operations.
As regards the energy indirect (Scope 2) GHG emissions, only electricity
purchased from The Hongkong Electric Company Limited is related to the
Group’s operations. Also, the Group generates non-hazardous waste, i.e.
paper consumption, during its daily office operations. For other emissions
produced are mostly on a “second degree” basis as incurred during occasional
business travels.

In line with our policy to minimise air and greenhouse gas emissions, major
operations are equipped with audio conferencing facilities to minimise the need
for face to face meetings and keep business travelling to a minimum.

There are no relevant laws and regulations relating to air and GHG emissions,

discharges into water and land, and generation of hazardous and non-
hazardous waste applicable to our business.

Da Yu Financial Holdings Limited Annual report 2020

RN B E S B RE KBRS - EIORIRRA
HAOPT B BSRBURIR R R A EH AR -

TR ERERBEREERSESINDBIERZET -

A RIEZE

]

REBENFHEERBEERMYRBAEN —F
Bt o HAIBOD -

il

A

— ATHEEENERIBNBHREEN ;

— B/ BERLBERREREHR - mAKLH
5 AREEREREEERY

— BHNBAR - BEERRK

ERLHRENERERERTZENAKREE

— EERMOETRAEBES BRI HESE
B0 THEFFERFOTE  UEEROHE
HHNPE -

g

e (A1)

AEE Y S R RER KBRS T A ER
Bl ARhEHEfEP  eELER (BE) RERE
(TRERBDHIBRBEZEEY - ERERAE (8BE2)
RERBR  BUREEEARAFBENEHER
EEZEEH - B AEEREARRAEEERE
mESEEEREY ARRER) - REEBHELEH™AA
EEMEMPERELR EBRIRZNFE -

RERMEENSBRRESRRERORE - 1B
BHNYREESERRA  AAENSHEEWS

2 - FERRFEREKRFE o

BEEANRMEGAEERORERBIN - KK
THEEES BERESERVNELSHBARRE
e



Environmental, Social and Governance Report (Continued)

Use of Resources (Aspect A2) and the Environment
and Natural Resources (Aspect A3)

We place a high priority on the efficient use of resources. With only 19 staff
across the Company, we consume limited amount of electricity and paper.
Water consumption is not material to our business as it relates only to
the personal consumption of our staff for their personal hygiene. Also, the
water supply and drainage facilities of our offices are managed by property
management company as our business is operated in leased office premises.
Hence, the Group does not have water consumption and water recycling
record during the year ended 31 December 2020 and no issue in sourcing
water that is fit for use in the Group’s operations. Moreover, our business does
not involve consumption of packaging materials.

Environmental protection guidelines in relation to energy savings and reduction
in paper consumption are circulated to all staff. For instance, staff are reminded
to switch off lights and equipment after work, during lunch break or during the
time working outside the office and whenever possible. Energy efficient office
equipment is always preferred in making purchase decisions.

Throughout the Group, the following business processes were implemented
whenever possible to reduce paper usage while improving efficiency in the
operations:

—  Electronic bank and broker statements

—  Recycling schemes for paper

— Internal electronic administration and communication platform

Recycling scheme of office equipment and supplies has been also launched
within the Group.

Except for the abovementioned, the Group’s businesses have no direct impact
on the environment and natural resources.

RE -HERER®RE (H)

BEREA(BEA2) RBRRERRAARER(BE
A3)

BMEEERERNERER - RARINRE1988
I REESEHRERER - ﬁ*i@ﬁﬁmiﬁiﬁﬂl
ABEERAR  MERMNEBLIESE - B -
REMOEFRERENPRQBINGE &ﬁﬁ#ﬁ”*
ZHKRBOKRIEHMEERNTEE - At - A&EE
HE-Z-_ZF+ A=+ HIEFERITERKER
N B U B ¢ DA R A A SR B A A AN R [ B MO |

BRI - 1o - BIFIEBETS R BEMERERE -

ﬁﬁ’ﬁﬁ%%ﬁ"ﬁ%ﬁl%ﬁﬁl?ﬁﬁ’\\ﬁﬁ“b A HSROE R R BR R 1R
o A - REEE THET (R *f?ﬁﬁﬁ'ﬁ‘ﬁzﬁﬂ#“*ﬁl\
If’EE’]EﬁﬁW'ﬁT LR R ERERER

BRASERMENAR

REERAEERLTHEEMERATERBIZ - LUK
VR - RS EESCR

— BAREETTRE

—  #REREE

— ANETEEREATA

WMAHRE N ARER D RARBARPIHELT

B EXXPraioh - REBEBHRELBRERALEEE
FE-

ABERBERERAA 2020F %

51



52

Environmental, Social and Governance Report (Continued)
RE -#HERERHRSE (&)

Disclosure of Key Environmental KPlIs

During the year ended 31 December 2020, details of key environmental KPIs of
the Group are set out as follows:

RERERVERNKE

BE_ZT-ZTF+-_A=t+—"HALFERN FEEIZ
ﬁ%%ﬁﬁ&h@\#ﬁmTi

Types Unit 2020
w5 By —g-%F
GHG Emissions
BEREIEK
Energy indirect (Scope 2) GHG emission kilogram of carbon dioxide equivalent (‘kgCO.e”) 6,958
BeRmEE (BE2) R EREHH AF—EmEE (AT _8iREE))
Other indirect (Scope 3) GHG emission * kgCO.e 1,696
H bR (BES) A= R ATF—E/REE
Total GHG emissions kgCO.e 8,655
RERBEHRES AFEREE
GHG emission intensity kgCO.e per full-time employee (FTE) 456
RERBEHNEE AT &g e 2HiEE ([28EE])
kgCO.e per million revenue 78
NIV (3= PRyl €
Energy Consumption
BEFUHFE
Indirect energy — Electricity consumption kWh 8,698
AR - BB F R
Electricity consumption intensity kWh per FTE 458
HERE TR 2HESR
kWh per million revenue 79
FTERE BETRE
Non-hazardous waste
EmEREEY
Paper consumption * kg 353
HaRIHFE T
Paper consumption intensity kg per FTE 19
HRERER FTr/2HES
kg per million revenue 3
Fr/ AEtHE

Caused by the use of electricity purchased from The Hongkong Electric
Company Limited.

Only for paper purchased (e.g. A4 paper, A3 paper and printed paper
product). Office of the Group does not have a separate water meter and the
property management company could not provide the data. Therefore, water

consumption data is unavailable.
Each of the above calculations has been made reference to the published

emission factors of the “How to prepare an ESG Report Appendix 2: Reporting
Guidance on Environmental KPIs” published by the Stock Exchange.
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Environmental, Social and Governance Report (Continued)

B. SOCIAL ISSUES

Employment, Health and Safety and Labour Standards
(Aspect B1, B2, B4)

Being in the financial services industry, our people are our most important assets
that drive the long-term development and sustainability of the Group. The
Group’s policy on employment is as follows:

—  observing relevant laws and regulations;

- being an equal-opportunity employer, implementing fair practices relating
to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, and
other benefits for our staff;

- providing a safe, healthy and quality workplace and protecting our staff
from occupational hazards;

- promoting a good work-life balance for staff;

— investing in training and professional development of our staff for the
purpose of improving their knowledge and skills for discharging duties at
work; and

- maintaining an open dialogue with our staff, facilitating a transparent two
way communication.

In Hong Kong, the Group’s employment of staff is governed by the Employment
Ordinance, the Minimum Wage Ordinance, the Mandatory Provident Fund
Schemes Ordinance, as well as the Employees’ Compensation Ordinance.
Our compensation and benefits (including working hours, rest periods, welfare)
need to be competitive with other peers in the financial services sector and in
general exceeds the minimum as required by the relevant regulations. We also
have the policy against discrimination which makes reference to the Disability
Discrimination Ordinance, Sex Discrimination Ordinance, Family Status
Discrimination Ordinance and Race Discrimination Ordinance. The Group has
no known non-compliance with the relevant laws and regulations relating to
compensation and dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination, and other benefits and
welfare.

Owing to the nature of our businesses, work-related injuries, occupational
health issues and the incurrence of child labour are not significant risk factors.
Notwithstanding, the Group endeavours to provide a safe and pleasant
working environment for our staff. Also, we comply with the Occupational
Safety and Health Ordinance to ensure occupational health and safety of our
staff. The Group was not aware of any non-compliance with any relevant laws
and regulations relating to providing a safe working environment and protecting
employees from occupational hazards.
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Environmental, Social and Governance Report (Continued)
RE -#HERERHRSE (&)

Besides, due to the outbreak of COVID-19 pandemic in 2020, the Group
has implemented certain protocols to protect the health and safety of our
workforce, their families, local suppliers and neighbouring communities while
ensuring a safe environment for operations to continue as usual. Details of
such protocols is disclosed in the section headed “The Impact of COVID-19 in
the Current Reporting Year” in “Management Discussion and Analysis” of this
Annual Report.

The Group does not employ staffs who are below 18 years old and prohibits
the forced labour in accordance with local employment laws and regulations.
The Group was not aware of any non-compliance with any relevant laws and
regulations relating to preventing child and forced labour.

As at 31 December 2020, the Group has a total of 19 staff (including Directors),
details of total staff are set out as follows:

By Gender
=R

74%

AN - BR2019EMEE RN —E_2FIRE - AEEH
EETHRAREET - WEORA - EHERR
WoEnREERZE  ABEREXRERZS  FH
BERERTT - RFHROHABERAFRIEEE TR R
DITIN2019B KRB S RE A REFE 2T E | —EP T

B

AEEYEEMISHEATHET - WIREEHAFEE
RRBBZEILREIET - AEEWTNANEFRREME
Bl L2 T akoa bl 85 THYMRRER FOER ©

NZZE-ZTF+-_A=+—H AEEHE19ZET (8
HEE)  BTEENFEDT -

By Age
REwR

B Female & Male & <36 M 36-45 M 46-55 M >55
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Environmental, Social and Governance Report (Continued)

Development and Training (Aspect B3)

The Group is committed to fostering a culture of continuous learning in our
organisation. Heavy emphasis is placed on staff training which is tailored to
equip our workforce with the necessary knowledge and skills relevant to their
work, covering topics such as accounting standard, anti-money laundering
and counter-terrorist financing, as well as to build our talent pool. During the
year ended 31 December 2020, the Group had funded its staff to join relevant
training programmes that meet the demands of the work place. The Group also
regularly circulate the compliance and regulatory updates to all staff, especially
for the staff who are licensed persons registered under the Hong Kong
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the

“SFO”).

During the year ended 31 December 2020, details of the employee training are

set out as follows:
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Training hours

SR BEE
Total employee training hours HESIZIFE 346
Average training hours per employee FRESTITEIRE 18
Average
training hours
(hours per
employee)
TR RS
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Supply Chain Management (Aspect B5)

The Group interacts with a number of business partners such as law firms,
securities brokers, tax advisers and consulting companies. These are not
considered to pose significant social risks for our business and procurement
decisions are based on pricing, suitability as well as the reputation of
suppliers. In selecting securities brokers, we also take into considerations their
contribution on the environmental protection such as using electronic form to
place investment order instead of using paper.

#rEgEEE (FHEBS)

ZK%liﬁiéEﬂi%ﬁ%ﬁﬁ HFRE4L - BBBAE RSB AR
*%f%%ﬂ#ﬁﬁ@) ° %ZTF‘HITWJ%{B& SHE RN
EBEREAEERRE - T AREARIDIRBHERN

EE - AEUEMREEDL EREEFELK  RME
ZRMMPHRBRENTR  PINEREFEATER
BESHIREMERELR -

RESBERERAA 20205 #

55



56

Environmental, Social and Governance Report (Continued)
RE -#HERERHRSE (&)

Service Responsibility
Service Quality

The Group’s business is regulated by the Securities and Futures Commission
of Hong Kong (the “SFC”) and Yu Ming Investment Management Limited (“Yu
Ming”) is a licensed corporation under SFO. As at 31 December 2020, all front-
line professional employees of Yu Ming were properly licensed and registered
with the SFC. 3 employees were Responsible Officers and 4 were Licensed
Representatives. All Responsible Officers have more than 10 years of relevant
experience.

The Group gains new business through marketing initiatives, referrals from
existing clients and professional firms and the personal connections of directors
or employees of the Group. In this regard, the Group places great emphasis
on building clients’ loyalty by providing them with prompt, competent and
unbiased professional services.

Throughout its operations, the Group conforms to the requirements of the
rules and regulations of the HKSAR, the SFC, the Stock Exchange and other
regulatory authorities, such as the Prevention of Bribery Ordinance, the Code
of Conduct for Persons Licensed by or Registered with the SFC, the Corporate
Finance Adviser Code of Conduct, the Guidelines on Competence, and the
Hong Kong Sponsor Due Diligence Guidelines. When conducting the Group’s
business activities, all employees are required to be aware of the Group’s
reputation and act with the highest level of integrity and professional ethics.

During the year ended 31 December 2020, the Group was not aware of
any non-compliance with the relevant laws and regulations relating to health
and safety, advertising, labelling and privacy matters relating to our services
provided and methods of redress.

Privacy of Client Information and Data Protection

The Group respects and values the privacy of all client information. In
compliance with the Personal Data (Privacy) Ordinance, the Group collects
and uses client information in a responsible and non-discriminatory manner,
restricting the use of the client information as required by the confidentiality
clause included in the mandate. All employees are required to maintain strict
confidentiality about the affairs of the Group. Employees are not allowed to
disclose to other individuals or third parties, directly or indirectly, exploit or use
confidential information concerning the Group and its clients.

During the year ended 31 December 2020, there have been no cases or
complaints in relation to violation of relevant confidentiality laws.
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Environmental, Social and Governance Report (Continued)

Client Feedback Handling

Feedback and suggestions from clients provide an opportunity for the Group
to enhance the quality of its services in a sustainable manner. The Group is
committed to responding and resolving all clients’ enquiries and comments
promptly and with care in order to maintain and improve our reputation in
the corporate finance advisory industry. In compliance with the Group’s
internal guidelines on complaint handling procedures, the Group is required to
investigate each case, work out a solution and provide a written response to
the complainant promptly upon receipt of a complaint.

During the year ended 31 December 2020, Yu Ming did not receive any
material complaints regarding the services it provided.

Anti-Corruption (Aspect B7)

As a financial service provider, one of the Group’s social responsibilities is to
prevent and detect money-laundering. The Group has established the “Anti-
Money Laundering Policy” that sets out the general framework for the Group to
combat money laundering and financing of terrorism.

A Whistle Blower Policy has been established to facilitate our employees’
direct reporting of any unlawful conduct, any incident of corruption, avoidance
of internal control, incorrect or improper financial or other reporting to senior
management. This policy is either circulated to our employees periodically or
placed on the corporate electronic platform of the Group to facilitate their easy
access and reporting.

During the year ended 31 December 2020, the Group was not aware of any
non-compliance with the relevant laws and regulations relating to bribery,
extortion, fraud and money laundering.

Community Investment (Aspect B8)

We strive to excel and undertake the responsibility of a good corporate citizen
contributing to the community by encouraging our staff to enroll in charity
and social services. During the year ended 31 December 2020, the Group
sponsored the activities organised by Yan Tak Charity Fund Limited and Ronald
McDonald House Charities H.K. Limited because we share the similar missions
with these organisations. Everyone deserves to be treated equally no matter
their gender or background. Yan Tak Charity Fund Limited provides support to
children/students living in poverty in China. Ronald McDonald House Charities
H.K. Limited strives to be part of the solution in improving the lives of children
and their families, providing programs that strengthen families during difficult
times.
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Independent Auditor’s Report
¥ 3L # BB R

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

E:E © +852 2218 8288
{%E : +852 2815 2239

25t™ Floor Wing On Centre
111 Connaught Road Central

www.bdo.com.hk

To the Shareholders of Da Yu Financial Holdings Limited
(incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Da Yu Financial
Holdings Limited (the “Company”) and its subsidiary (together the
“Group”) set out on pages 68 to 155, which comprise the consolidated
statement of financial position as at 31 December 2020, and the
consolidated statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, except for the possible effects on the corresponding
figures of the matters described in the “Basis for Qualified Opinion”
section of our report, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as at 31
December 2020, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR QUALIFIED OPINION
1. Deconsolidation of companies

As set out in Note 11 to the Company’s consolidated financial
statements, the directors of the Company were of the view that
the Group had lost control over certain companies from 1 January
2014 and therefore the Group deconsolidated those companies
(“Deconsolidated Companies”). The Group’s investments in the
Deconsolidated Companies were classified as financial assets at
fair value through other comprehensive income and the directors
assessed the fair value of the investments was HK$0 on 1 July
2019 and 25 July 2019. Pursuant to the creditors’ scheme under
the Group’s restructuring (the “Creditors’ Scheme”), the Group has
effectively disposed of its entire interests in the Deconsolidated
Companies on 25 July 2019.
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BASIS FOR QUALIFIED OPINION (CONTINUED)

1.

Deconsolidation of companies (Continued)

In our audit of the Company’s consolidated financial statements for
the period from 1 July 2019 to 31 December 2019 (“December 2019
Consolidated Financial Statements”), the directors of the Company did not
provide us with their assessment details and related supportings as the basis
for their conclusion that the Group had no control over the Deconsolidated
Companies since 1 January 2014. The directors of the Company also did not
provide us with their assessment details such as valuation method and key
assumptions in their estimation of the fair value of the Group’s investments
in the Deconsolidated Companies as at 1 July 2019 and 25 July 2019. There
were no alternative procedures that we can perform to satisfy ourselves that
the Group’s conclusion of its loss of control over those companies since
1 January 2014 was appropriate and the carrying amount of the Group’s
investments in the Deconsolidated Companies was free from material
misstatements as at 1 July 2019 and 25 July 2019. Any adjustments found
necessary might have effect on the Group’s consolidated financial position as
at 1 July 2019 and on its consolidated statement of profit or loss and other
comprehensive income and presentation in the consolidated statement of
cash flows for the period from 1 July 2019 to 31 December 2019 and the
respective disclosures in December 2019 Consolidated Financial Statements.
Accordingly, together with other matters, we disclaimed our audit opinion on
the December 2019 Consolidated Financial Statements. Our audit opinion
on the Company’s consolidated financial statements for the year ended 31
December 2020 (“2020 Consolidated Financial Statements”) is also qualified
because of the possible effect of our audit scope limitation on the December
2019 Consolidated Financial Statements on the comparability of the related
current year’s figures and the corresponding figures.

The Group’s investments in the Deconsolidated Companies, together with
other assets and liabilities were effectively disposed of on 25 July 2019 under
the Creditors’ Scheme. Any adjustments to the carrying amounts of these
investments as at 25 July 2019 would have impact on the Group’s gain on
the disposal for the period from 1 July 2019 to 31 December 2019. Details
are in Point 4 of this report.
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Independent Auditor’s Report (Continued)
BIAGHMKRSE (F)

BASIS FOR QUALIFIED OPINION (CONTINUED)

2.

Convertible bonds

As at 1 July 2019, the carrying amounts of the liability component of the
convertible bonds issued by the Company and the convertible bond equity
reserve were HK$701,099,000 and HK$164,169,000, respectively. As set out
in Note 11 and Note 28 to the consolidated financial statements, upon the
effective of the Creditors’ Scheme and the Company’s capital reorganisation
(“Capital Reorganisation”) on 25 July 2019, the Group’s obligation under the
convertible bonds were discharged. On 25 July 2019, the carrying amount
of the liability component of HK$701,099,000 was derecognised and the
carrying amount of the convertible bonds equity reserve of HK$164,169,000
was transferred to the Group’s accumulated losses.

In our audit of December 2019 Consolidated Financial Statements, the
directors of the Company did not provide us with the supporting documents
related to the convertible bonds and the details of the assessment and
measurement of the liability component and the equity reserve of the
convertible bonds. There were no alternative procedures that we could
perform to satisfy ourselves that the liability and equity balances of the
convertible bonds as at 1 July 2019 and 25 July 2019 were free from
material misstatement. Any adjustments to the carrying amounts of the
liability component of the convertible bonds issued by the Company and the
convertible bond equity reserve as at 1 July 2019 and 25 July 2019 found
necessary would have an impact on the Group’s consolidated statement
of profit or loss and other comprehensive income and the presentation in
consolidated statement of cash flows for the period from 1 July 2019 to 31
December 2019 and the respective disclosures included in December 2019
Consolidated Financial Statements. Accordingly, together with other matters,
we disclaimed our audit opinion on December 2019 Consolidated Financial
Statements. Our audit opinion on the Company’s 2020 Consolidated
Financial Statements is also qualified because of the possible effect of
our audit scope limitation on December 2019 Consolidated Financial
Statements on the comparability of the related current year’s figures and the
corresponding figures.

The Group’s convertible bonds, together with other assets and liabilities of
the Group were effectively disposed of on 25 July 2019 under the Creditors’
Scheme. Any adjustments to the carrying amounts of the liability component
and the equity reserve of the convertible bonds as at 25 July 2019 would
have impact on the Group’s gain on the disposal for the period from 1 July
2019 to 31 December 2019. Details are in Point 4 of this report.
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BASIS FOR QUALIFIED OPINION (CONTINUED)

3. Limitation of scope of work on certain liabilities

Listed below were the balances of certain liabilities of the Group as at 1 July

2019 (the “Liabilities”).
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Accruals and other payables FEET B A R E M ERRIE 29,621
Borrowings EBE 7,358
Corporate bonds NEfESH 45,000
Taxation payable FERIHLIE 6,678
Amounts due to Deconsolidated Companies BT BERETERARIKIE 136,097

In our audit of December 2019 Consolidated Financial Statements, the
directors of the Company were unable to provide us with the details and
related supportings of the Liabilities as at 1 July 2019 and 25 July 2019.
There were no alternative procedures that we could perform to satisfy
ourselves as to whether the carrying amounts of the Liabilities as at 1
July 2019 and 25 July 2019 were free from material misstatement. Any
adjustments to the carrying amounts of the Liabilities as at 1 July 2019
and 25 July 2019 found necessary would have an impact on the Group’s
consolidated statement of profit or loss and other comprehensive income
and the presentation in consolidated statement of cash flows for the period
from 1 July 2019 to 31 December 2019 and the respective disclosures
included in December 2019 Consolidated Financial Statements. Accordingly,
together with other matters, we disclaimed our opinion on December 2019
Consolidated Financial Statements. Our audit opinion on the Company’s
2020 Consolidated Financial Statements is also qualified because of the
possible effect of our audit scope limitation on December 2019 Consolidated
Financial Statements on the comparability of the related current year’s figures

and the corresponding figures.

The Liabilities, together with other assets and liabilities of the Group were
effectively disposed of on 25 July 2019 under the Creditors’ Scheme. Any
adjustments to the carrying amount of Liabilities as at 25 July 2019 would
have impact on the Group’s gain on the disposal for the period from 1 July

2019 to 31 December 2019. Details are in Point 4 of this report.
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Independent Auditor’s Report (Continued)
BIAGHMKRSE (F)

BASIS FOR QUALIFIED OPINION (CONTINUED)

4.

Gain on debt restructuring

Pursuant to the Creditors’” Scheme as detailed in Note 11 to the Company’s
consolidated financial statements, on 25 July 2019, the Company transferred
to scheme companies (a) the convertible bonds mentioned in Point 2, (b)
the Liabilities mentioned in Point 3, (c) its investments in the Deconsolidated
Companies mentioned in Point 1, (d) its entire equity interest in all the
subsidiaries and (e) a cash payment of HK$80,959,000. Upon effective of
the Creditors’ Scheme, the Group’s liabilities under items (a) and (b) were
discharged and its ownership of items (c) and (d) was lost. As a result
of the debt restructuring, the Group recognised a gain of approximately
HK$844,894,000. Due to the limitations on our scope of work as mentioned
in Points 1 to 3 above, we were unable to satisfy ourselves as to whether
the gain on debt restructuring was fairly stated. Any adjustments to the
carrying amounts of items (a) to (c) as at 25 July 2019 would have impact
on the gain on debt restructuring and the respective disclosures included
in December 2019 Consolidated Financial Statements. Accordingly,
together with other matters, we disclaimed our opinion on December 2019
Consolidated Financial Statements. Our audit opinion on the Company’s
2020 Consolidated Financial Statements is also qualified because of the
possible effect of our audit scope limitation on December 2019 Consolidated
Financial Statements on the comparability of the related current year’s figures
and the corresponding figures.

Warrant reserve

As at 1 July 2019, the Group’s warrant reserve amounted to HK$449,000. As
set out in Note 28(i)c to the Company’s consolidated financial statements, upon
the effective of the Capital Reorganisation on 25 July 2019, the entire amount
standing to the credit of the warrant reserve account of HK$449,000 was applied
to eliminate an equivalent amount of the accumulated losses of the Group.

In our audit of December 2019 Consolidated Financial Statements, the
directors of the Company were unable to provide us with the warrants issue
documents. There were no alternative procedures that we could perform to
provide us sufficient appropriate audit evidence on the accounting for the
issue of warrants including measurement of the warrant reserve as at 1 July
2019 and 25 July 2019. Any adjustments to the Company’s accounting for
the issue of warrants, including the measurement of the warrants reserve,
that are necessary might impact on the Group’s consolidated statement
of profit or loss and other comprehensive income and presentation in the
consolidated statement of cash flows for the period from 1 July 2019 to 31
December 2019 and the respective disclosures included in December 2019
Consolidated Financial Statements. Accordingly, together with other matters,
we disclaimed our opinion on December 2019 Consolidated Financial
Statements. Our audit opinion on the Company’s 2020 Consolidated
Financial Statements is also qualified because of the possible effect of
our audit scope limitation on December 2019 Consolidated Financial
Statements on the comparability of the related current year’s figures and the
corresponding figures.
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BASIS FOR QUALIFIED OPINION (CONTINUED)
5. Warrant reserve (Continued)

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the “Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements” section of our report. We are
independent of the Group in accordance with the HKICPA’s “Code of Ethics
for Professional Accountants” (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified opinion.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other information
comprises the information included in the Company’s annual report, but does not
include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon. In
connection with our audit of the consolidated financial statements, our responsibility
is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. As
described in the “Basis for Qualified Opinion” section above, we were unable
to obtain sufficient appropriate evidence about deconsolidation of companies,
convertible bonds, the Liabilities, gain on debt restructuring and warrant reserve in
our audit of the Company’s December 2019 Consolidated Financial Statements,
which may have a possible effect on the comparability of the related current year’s
figures and corresponding figures in the other information. Accordingly, we are
unable to conclude whether or not the other information is materially misstated with
respect to this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of
most significance in our audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. In addition to the matters described in
the “Basis for Qualified Opinion” section, we have determined the matters described
below to be the key audit matters to be communicated in our report.

Independent Auditor’s Report (Continued)

3% B R E ()

RESREER
5. RRMERGHEE
BERETEEHDARBMN (FEEBIDE 1T

FEif - BERNZRFENR TR ECEARE (22
HREXGAMBRRARENEE] —HIEE—FH

it e REEER nféﬂi"AﬁEﬁ‘EE’Mﬁ%mﬁEﬁiﬁﬁ#
Ay ([=pAI)) - EFBYR BEE - I BERRTH
EﬁﬁﬁﬂL%a - BEIRE - RSN EAREER

DEE  IRBEFERREBLRMHER -

rEEHREZHEMER

EXAHEMESARERE - AMEEREHR BERARFE

BEZEE  TBESAMBWRERREF ZEHHRE -

EEHEAMBRREHZEAYEREEMES - MEFT
SHEMESEREMTAZZERR - 5B FBHREMT
HERME $Z§Tfﬁﬁﬁéfﬁfﬁﬂ§ £ fRtmEEEMERRE
E,\,*G MR KB FHERTBRETHATROBAFEEX

i

ﬁZM?TEEK% FRERIL

_\
4

—

WaESERDETZ TERAEMIE R HBREASERRM
EERAMEEHEE - WP EXREBRELE | —Ffml - &
EBIEERZ BRAN_Z-NF+ - ARAUBHRRE -
BB TBEGERR - A fo,\%’f B EBEARES
RRBEERERSEAMEENEE  AIEerEeHAF
EAEREE M E M ERRRBIRN AT LE - Bt - :.Tirﬂiaz
% FEMEEEMER R DA EAHEREL -

FRETER

PRRET FHEIRIEE SNEXAE - ARG AS W
BROBARPBEENSER - ELFHIAEE SR ERES
MBHRE R RBRETRIEN - BF %ﬂﬁt“%lﬁ}mﬁi
BEENER - RERREBREE RO RRNERI - B
ERRTINEE/RRET TIARBEHBREET =R -

ARBRESBERERAF 2020F &

63



64

Independent Auditor’s Report (Continued)
BIAGHMKRSE (F)

KEY AUDIT MATTERS (CONTINUED)

Impairment assessment on goodwill and intangible
assets

The Group had goodwill of carrying amount of approximately HK$302,965,000
(2019: HK$302,965,000) and intangible assets of carrying amount of approximately
HK$79,963,000 (2019: HK$97,746,000) as at 31 December 2020. Management
has performed an impairment review in accordance with the requirements of Hong
Kong Accounting Standards 36 “Impairment of Assets”. Recoverable amounts
of cash-generating units to which the goodwill and intangible assets belong were
determined based on value in use calculations, which include significant assumptions
and judgements made by management concerning estimated future cash flows.
We identified the impairment assessment of goodwill and intangible assets as a key
audit matter because of its significance to the consolidated financial statements and
because this area involves a significant degree of judgement and estimation made
by management, in particular the estimation of future cash flows and discount rate.

Refer to Note 4 “Critical accounting judgements and key sources of estimation
uncertainty” and Note 17 “Goodwill” and Note 18 “Intangible assets” to the
consolidated financial statements.

How our audit addressed the Key Audit Matter:

Our procedures in relation to management’s impairment assessment of goodwill and
intangible assets included:

- Assessing the scope, expertise and independence of the independent
professional valuer appointed by the Group;

- Discussing cash flow projections with senior management of the Group;

- Assessing the reasonableness of the sources of data and key assumptions
used by management based on our knowledge of the business and industry;

- Utilising auditor’s expert’s work when considering the appropriateness of the

major assumptions in the value in use calculations;
- Checking arithmetical accuracy of the impairment calculation; and

- Performing sensitivity analysis including assessing the effect of a reasonably
possible change in discount rate and cash flows

Da Yu Financial Holdings Limited Annual report 2020
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DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s financial reporting
process. The Audit Committee assists the directors in discharging their responsibility
in this regard.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. This report
is made solely to you, as a body, in accordance with the terms of our 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.

Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.
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Independent Auditor’s Report (Continued)
BIAGHMKRSE (F)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

As part of an audit in accordance with HKSAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

o identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Group’s
internal control.

. evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the
directors.

. conclude on the appropriateness of the directors’ use of the going concern

basis of accounting and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group
to cease to continue as a going concemn.

. evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

. obtain sufficient appropriate audit evidence regarding the financial information
of the entities or business activities within the Group to express an opinion on
the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible
for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

We communicate with the Audit Committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with the directors, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters
in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such
communication.

BDO Limited

Certified Public Accountants
Cheung Or Ping

Practising Certificate no. P05412
Hong Kong, 26 March 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
GEEGERHEMEEWNER

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-ZT-ZF BE_TNF
+=A=+—H +=A=+—H
LFEE 1E751E A BAfRE
Notes HK$’000 HK$'000
M FHET FHETT
Revenue U 5 110,666 46,793
Other net income Hb WA F5E 5 928 83
Other net financial (loss)/income Hb 7 (&518) WA FE 7 (3,898) 556
Employee benefit expense EERFRX 8 (24,470) (14,109)
Administrative and other expenses TR RE MRS (24,405) (12,154)
Finance costs BE R A 10 (48) (77
Gain on debt restructuring B E AR 11 - 844,894
Restructuring expenses BHEAY - (20,132)
Profit before income tax BRETS B AT SR 12 58,773 845,758
Income tax expense FriSHif = 13 (10,065) (3,424)
Profit and total comprehensive AATEEAEL
income for the year/period attributable to ~ ZNFE HIRHF R
the owners of the Company (Note) EEUWEREEE (BF) 48,708 842,334
Earnings per share attributable to the KATEEANEEER
owners of the Company (HK cents) Z 7 GBAL) 14
- Basic — &R 4.28 83.92
- Diluted — 8 4.28 83.92
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Consolidated Statement of Profit or Loss and Other COmprehensive Income (Continued)

a1’

For the year ended 31 December 2020

HE_Z-FF+-_A=t+—HIFE
Note: BT -
Six-month
Year ended period ended
31 December 2020 31 December 2019
HE-—T_ZTF HE-_ZT-NF
+=HA=+-—H +=-A=1+—8
IHFE 1E7NfE A 28R
HK$’000 HK$’'000
FEx FHTT
For illustration purpose only [EXEEL
(Non-Hong Kong Financial Reporting CEEBMBREAER
Standard (“Non-HKFRS”) Measures): (TEERMBREER ] TE)
Profit and total comprehensive income NEE BRI &
for the year/period ey L 48,708 842,334
Less: Gain on debt restructuring W B EARE - (844,894)
Add: Restructuring expenses e BAERAX - 20,132
Profit and total comprehensive income after NEEHR - HIBREAUE KX
adjusting net of restructuring gain and expenses JFEEFHE (ANE ) % 2 %A R 2 E
from the restructuring, if applicable, for the lgayit: -
year/period” 48,708 17,572
0 The Company believes that the adjusted financial measures provide useful & RRRRE  KABRMBHERNEZAREEREEAE

information to investors in understanding and evaluating the Group’s
consolidated statements of profit or loss in the same manner as they helped
the Company’s management, and that the Company’s management and
investors may benefit from referring to these adjusted financial measures
in assessing the Group’s financial and operating performance from period
to period by eliminating impacts of items that the Group does not consider
indicative of the Group’s operating performance. However, the presentation
of these Non-HKFRS financial measures is not intended to be considered
in isolation or as a substitute for the financial information prepared and
presented in accordance with Hong Kong Financial Reporting Standard
(“HKFRS”). Users of the consolidated financial statements should not view
the adjusted results on a standalone basis or as a substitute for results under

- *ﬁﬁﬂ/ﬁﬁi%fi—iﬁZﬁ‘ﬁTﬁﬁ&§$1ﬁ$%@E’J o

HHEER  BRARANEREMMREELR I
BUBEDEEGRAEE

BUBREENTERENERE -

fﬂ?%lﬁFz.@i’%iﬁ?ﬂ?%ZlE
BREE  ABEMAAKETRBENNH R 2ER
B o AW BREFNZ BB BHME LRI ES
5%7)*5%5932%%if@%*ﬁ%@%%ﬂﬁﬁ%#&%&ﬁu(f%?&ﬁﬁ
BREER D REL 2N NABERNERE - KR
MEmR 2 EMETERB LB EHEREIRERE

HKFRS.

This note does not form part of the consolidated statement of profit or loss and

other comprehensive income.

UEPRESE MEAK R A B kB 2 E RS R — &6 -

RESBERERAA 2020F#

69



70

Consolidated Statement of Financial Position

GEMBRRAR

As at 31 December 2020
R-Z-TF+-A=+—H

2020 2019
TECEF —ZT-NEF
Notes HK$’000 HK$’000
B 5E FExT FAT
ASSETS AND LIABILITIES BERERE
Non-current assets FEREBEE
Property, plant and equipment M - BB R 16 235 387
Goodwill EES 17 302,965 302,965
Intangible assets B EE 18 79,963 97,746
Right-of-use assets FREEE 19 378 1,891
Other assets Hi&E 20 - 50
383,541 403,039
Current assets REVEE
Contract assets BREE 21 53 150
Trade and other receivables, deposits paid and & 5 R EMEWGIIE « BEfHEE R
prepayments FEfFRIE 22 6,480 16,466
Amount due from a related company e — R REES A RIFOB 23 31,659 4,902
Financial assets at fair value through profit or loss ?ﬁ@$@ﬁ)\?ﬁﬁﬁ(ﬁ§@$@§+]\?§
(“FVPL") @) S EE 24 9,186 1,093
Cash and cash equivalents BERREEEY 25 84,016 39,875
131,394 62,486
Current liabilities REEE
Contract liabilities AHEE 21 13,969 16,200
Accrued expenses FEErFAX 14,906 10,575
Lease liabilities HEAE 19 390 1,520
Taxation payable FERHIIE 7,247 4,191
36,512 32,486
Net current assets FREBEERH 94,882 30,000
Total assets less current liabilities EERERRDAR 478,423 433,039
Non-current liabilities FERBEE
Lease liabilities HEAE 19 - 390
Deferred tax liabilities RIEFIEE E 27 13,194 16,128
13,194 16,518
Net assets BEE 465,229 416,521
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Consolidated Statement of Financial Position (Continued)

GEMBMRAE (F)
As at 31 December 2020
RZEZTF+=-A=+—H

2020 2019
—E-E —T-NF
Notes HK$’000 HK$’'000
Pt FHET FET
EQUITY =
Equity attributable to the owners of the RATEE AES
Company R

Share capital (&N 28 113,933 113,933
Reserves &t 29 351,296 302,588
Total equity REEE 465,229 416,521

The consolidated financial statements on pages 68 to 155 were approved and
authorised for issue by the Board of Directors of the Company (the “Board”) on 26
March 2021 and are signed on its behalf by:

Lee Wa Lun, Warren
THEy
Director

EF

FE68HEIS5EMMEMBHREN S _—F=A=-1+/~BE
ARRESTS([EFS)IERBETE  YHUTESRE
52

Li Chi Kong
ZE
Director

EBF
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Consolidated Statement of Changes in Equity
GhEEDEER

For the year ended 31 December 2020

@K

ZERE+ A=+ -RLEFE

Convertible Total
Share Share  bond equity Warrant  Accumulated (deficit)/
capital premium reserve reserve losses equity
(Note 28) (Note 29) (Note 29) (Note 29)
ARRES RRER (B18),/
e R4 B8 BRRE wE ZHER BEAHE
(BffE28) (Bff£29) (Bff£29) (Bff£29)
HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
THER THER THER TRER TRER TRER
At1 July 2019 —F-hFEA-R 100,177 453,352 164,169 449 (1,67889) (960,751)
Capital reorganisation fRAEHE (90,159 (458,352) (164,169) (449) 708,129" -
Issue of shares upon restructuring REBRETRD 103,915 431,023 = = = 534,938
Profit and total comprehensive income AHERFIREE
for the period henritsd - - - - 842,334 842,334
At 31 December 2019 R-E-AF+-A=t-H
and 1 January 2020 “T-Z5-A—H 113,933 431,023° - - (128,435)" 416,521
Profit and total comprehensive income AEERTIREE
for the year lhenves - - - - 48,708 48,708
At 31 December 2020 R-B-BF+-A=1+-H 113,933 431,023’ - - (79,727)" 465,229

The aggregate amount of those balances of approximately
HK$302,588,000 and HK$351,296,000 represents the reserves in
the consolidated statement of financial position as at 31 December
2019 and 31 December 2020 respectively.

As a result of the capital reorganisation, share capital, share
premium, convertible bond equity reserve and warrant reserve
included in the consolidated statement of changes in equity,
totally approximately HK$708,129,000, were transferred to the
accumulated losses of the Group.
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2020
HE-_Z-ZF+_A=-+—HILTFE

Six-month
Year ended period ended
31 December 2020 31 December 2019
HE-—T_ZF HE-_ZT-NF
+=HA=+-—H +=-—A=+—8
IHFE 17518 A 2R
Notes HK$’000 HK$’'000
B FHET FiT
Cash flows from operating activities RETHREBRERNE
Profit before income tax B ET S8 AT 58,773 845,758
Adjustments for: R
Advisory fee income settled in shares AR 2 B E R RA (12,000) =
Depreciation of property, plant and equipment Y - BEREETE 16 175 88
Amortisation on intangible assets ﬁﬁéﬁ?ﬁﬁﬁ 18 17,063 6,303
Intangible assets derecognised upon contract A RITERR AR IERER
completion ?#iﬁ‘f BE 18 720 =
Depreciation of right-of-use assets FREEERE 19 1,513 756
Fair value loss/(gain) on financial assets at BRAFEFABRCHBEELZ
FVPL RFEEE () 7 4,277 (384)
Finance costs BE R A 10 48 177
Gain on debt restructuring (VLTI E 11 - (844,894)
Interest income from bank deposits RITFERZFNBWA 7 (379) (172)
Impairment losses on trade receivables B SRR 2 REE#E 22 92 149
Operating cash flows before working capital EERCHEANEEERR S
changes mE 70,282 7,781
Decrease/(increase) in contract assets BREERD, (G 97 (54)
Decrease/(increase) in trade and other receivables, =5 Kk HAMEWZIE - EfHEE K&
deposits paid and prepayments BRI RIER A, () 9,944 (8,070)
Increase in amount due from a related company &L —RERATE A =15 BE LG N (26,757) (828)
(Decrease)/increase in contract liabilities BREEBERD) i n (2,231) 1,017
Increase in accrued expenses FEETF S 0 4,331 2,916
Change in financial assets at FVPL }* NEEAERHBEEES (370) =
Cash generated from operations KEPMSIRE 55,296 2,762
Taxation paid BEHE (9,943) -
Bank interest received BRI TR S 379 172
Net cash generated from operating activities KL RBATGIR & FHE 45,732 2,934
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Consolidated Statement of Cash Flows (Continued)
nVT A iﬁﬁl}lbg% ("‘ﬁ)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-Z-ZfF HEZZ—NF
+=A=+—H +=-—A=+—~8
LFEE 1E751E A BAfRE
Notes HK$’000 HK$'000
M FHET FHETT
Cash flows from investing activities RETHRESRERE
Purchase of property, plant and equipment BEWE - BEKRE (23) @)
Net cash outflow arising from acquisition WE—HNERARMELE RS
of a subsidiary L FEE 34 - (387,193)
Net cash used in investing activities KEZEFMAR ST (23) (387,199)
Cash flows from financing activities RETBMESHERE
Net proceeds from issue of ordinary shares BITERRATSRE 28 - 534,938
Repayment of principal portion of the lease BEEHEARE
liabilities NG i) (1,520) (737)
Interest paid ERHE (48) (177
Net payment to the creditors’ scheme B AGTEINRFR 11 - (80,959)
Repayment of borrowings EEEE - (31,930)
Net cash (used in)/generated from financing mMEE (FTA) s
activities REHE (1,568) 421,135
Net increase in cash and cash equivalents RERRESEYEMEE 44,141 36,874
Cash and cash equivalents at beginning of REFEE HPENzBEER
year/period REEEY 39,875 3,001
Cash and cash equivalents at end of year/ REFEE HERZESR
period RESEY 25 84,016 39,875
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Notes to the Consolidated Financial Statements

GENERAL INFORMATION AND BASIS OF
PREPARATION

Da Yu Financial Holdings Limited (the “Company”) was incorporated in the
Cayman Islands with limited liability on 9 September 1999. The address of
the Company’s registered office is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands and its principal place of
business is Room 1801, 18th Floor, Allied Kajima Building, 138 Gloucester
Road, Wanchai, Hong Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company and its subsidiary, Yu Ming
Investment Management Limited (“Yu Ming”), (collectively referred to as
the “Group”) is a licensed corporation under the Hong Kong Securities and
Futures Ordinance and principally engaged in activities including dealing in
securities, advising on securities, advising on corporate finance and asset
management.

During the six-month period ended 31 December 2019, the reporting period
end date of the Group was changed from 30 June to 31 December because
the Directors of the Company determined to bring the annual financial year
end date of the Group in line with that of the principal operating subsidiary,
Yu Ming. Accordingly, the consolidated financial statements and the related
notes presented for the current period cover the twelve-month period from 1
January 2020 to 31 December 2020 whereas the corresponding comparative
amounts shown for the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity,
consolidated statement of cash flows and related notes cover the six-month
period from 1 July 2019 to 31 December 2019 and therefore may not be
comparable with amounts shown for the current period.

ADOPTION OF NEW/REVISED HKFRSs

2.1 Adoption of new/revised HKFRSs - effective on
1 January 2020

In the current year, the Group has applied for the first time the
following new/revised HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), which are relevant to and
effective for the Group’s consolidated financial statements for the
annual period beginning on 1 January 2020.

Amendments to HKFRS 3 Definition of a Business

Amendments to HKAS 1 and
HKAS 8

Definition of Material

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Interest Rate Benchmark Reform

The adoption of these new/revised HKFRSs has no significant impact
on the Group’s consolidated financial statements.

GEMBRERME
For the year ended 31 December 2020
HE-_Z-ZF+_A=-+—HILTFE

—RERREREE

AaeZERERAE ([RAE]) AR—AANFNA

NBEERSHESTMKZZBERARF o KRR ZEM

YR BR 3 A Cricket Square, Hutchins Drive, P.O. Box

2681, Grand Cayman KY1-1111, Cayman Islands & £
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Notes to the COnsoIidated Financial Statements (Continued)

nVT

AMBHERME

(r"ﬁ)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

2.

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

2.1 Adoption of new/revised HKFRSs - effective on

1 January 2020 (Continued)

Amendments to HKFRS 3 - Definition of a
Business

The amendments clarify that a business must include, as a minimum,
an input and a substantive process that together significantly
contribute to the ability to create outputs, together with providing
extensive guidance on what is meant by a “substantive process”.
Additionally, the amendments remove the assessment of whether
market participants are capable of replacing any missing inputs or
processes and continuing to produce outputs, whilst narrowing the
definition of “outputs” and a “business” to focus on returns from selling
goods and services to customers, rather than on cost reductions.
An optional concentration test has also been added that permits a
simplified assessment of whether an acquired set of activities and
assets is not a business.

Amendments to HKAS 1 and HKAS 8 -
Definition of Material

The amendments clarify the definition and explanation of “material”,
aligning the definition across all HKFRS Standards and the Conceptual
Framework, and incorporating supporting requirements in HKAS 1
into the definition.

Amendments to HKFRS 9, HKAS 39 and HKFRS
7 - Interest Rate Benchmark Reform

The amendments modify some specific hedge accounting
requirements to provide relief from potential effects of the uncertainties
caused by interest rate benchmark reform. In addition, the
amendments require companies to provide additional information to
investors about their hedging relationships which are directly affected
by these uncertainties.
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Notes to the Consolidated Financial Statements (Continued)

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

2.2 New/revised HKFRSs that have been issued but
are not yet effective

The following new/revised HKFRSs, potentially relevant to the Group’s
consolidated financial statements, have been issued, but are not yet
effective and have not been early adopted by the Group.

Amendments to HKAS 1 Classification of Liabilities as Current
or Non-current and related
amendments to Hong Kong
Interpretation 5 (2020)°

Amendments to HKAS 16 Property, Plant and Equipment —
Proceeds before Intended Use®

Amendments to HKAS 37 Onerous Contracts - Cost of Fulfiling
a Contract®

Amendments to HKFRS 3 Reference to the Conceptual
Framework"
Amendments to HKFRS 16 COVID-19-Related Rent
Concessions'
Amendments to HKAS 39, Interest Rate Benchmark Reform —
HKFRS 4, HKFRS 7, Phase 2°

HKFRS 9 and HKFRS 16

Amendments to HKFRSs Annual Improvements to HKFRSs
2018-2020°

Effective for annual periods beginning on or after 1 June 2020

Effective for annual periods beginning on or after 1 January 2021

Effective for annual periods beginning on or after 1 January 2022

Effective for business combinations for which the date of acquisition
is on or after the beginning of the first annual period beginning on or
after 1 January 2022

Effective for annual periods beginning on or after 1 January 2023

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE
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Notes to the COnsoIidated Financial Statements (Continued)
EMBRRME

nVT

(r"ﬁ)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

2.

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

2.2 New/revised HKFRSs that have been issued but

are not yet effective (Continued)

Amendments to HKAS 1, Classification of
Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5
(2020)

The amendments clarify that the classification of liabilities as current
or non-current is based on rights that are in existence at the end
of the reporting period, specify that classification is unaffected by
expectations about whether an entity will exercise its right to defer
settlement of a liability and explain that rights are in existence if
covenants are complied with at the end of the reporting period. The
amendments also introduce a definition of ‘settlement’ to make clear
that settlement refers to the transfer to the counterparty of cash,
equity instruments, other assets or services.

HK Int 5 (2020) was revised as a consequence of the Amendments
to HKAS 1 issued in August 2020. The revision to HK Int 5
(2020) updates the wordings in the interpretation to align with the
Amendments to HKAS 1 with no change in conclusion and do not
change the existing requirements.

Amendments to HKAS 16, Property, Plant and
Equipment - Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of
property, plant and equipment any proceeds from selling items
produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management. Instead, the proceeds from selling such items, and the
cost of producing those items, is recognised in profit or loss.

Amendments to HKAS 37, Onerous Contracts -
Cost of Fulfilling a Contract

The amendments specify that the “cost of fulfilling” a contract
comprises the “costs that relate directly to the contract”. Costs that
relate directly to a contract can either be incremental costs of fulfilling
that contract (e.g. direct labour and materials) or an allocation of other
costs that relate directly to fulfilling contracts (e.g. the allocation of the
depreciation charge for an item of property, plant and equipment used
in fulfilling the contract).
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

2. ADOPTION OF NEW/REVISED HKFRSs 2. &#Hi &ETE B BERELEL
(Continued) (#&)

2.2 New/revised HKFRSs that have been issued but 22 CHEMBEAREM T KIEBT

are not yet effective (Continued)

Amendments to HKFRS 3, Reference to the
Conceptual Framework

The amendments update HKFRS 3 so that it refers to the revised
Conceptual Framework for Financial Reporting 2018 instead of
the version issued in 2010. The amendments add to HKFRS 3 a
requirement that, for obligations within the scope of HKAS 37, an
acquirer applies HKAS 37 to determine whether at the acquisition
date a present obligation exists as a result of past events. For a
levy that would be within the scope of HK(IFRIC)-Int 21 Levies, the
acquirer applies HK(IFRIC)-Int 21 to determine whether the obligating
event that gives rise to a liability to pay the levy has occurred by the
acquisition date. The amendments also add an explicit statement
that an acquirer does not recognise contingent assets acquired in a
business combination.

Amendment to HKFRS 16, COVID-19-Related
Rent Concessions

HKFRS 16 was amended to provide a practical expedient to lessees
in accounting for rent concessions arising as a result of the COVID-19
pandemic, by including an additional practical expedient in HKFRS 16
that permits entities to elect not to account for rent concessions as
modifications. The practical expedient applies only to rent concessions
occurring as a direct consequence of COVID-19 pandemic and only if
all of the following criteria are satisfied:

(@) the change in lease payments results in revised consideration
for the lease that is substantially the same as, or less than, the
consideration for the lease immediately preceding the change;

(b) the reduction in lease payments affects only payments originally
due on or before 30 June 2021; and

(c) there is no substantive change to other terms and conditions of
the lease.

Rent concessions that satisfy these criteria may be accounted for in
accordance with this practical expedient, which means the lessee
does not need to assess whether the rent concession meets the
definition of lease modification. Lessees shall apply other requirements
of HKFRS 16 in accounting for the rent concession.

Accounting for rent concessions as lease modifications would have
resulted in the Group remeasuring the lease liability to reflect the
revised consideration using a revised discount rate, with the effect
of the change in the lease liability recorded against the right-of-use
asset. By applying the practical expedient, the Group is not required
to determine a revised discount rate and the effect of the change in
the lease liability is reflected in profit or loss in the period in which the
event or condition that triggers the rent concession occurs.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020

@K

2.

ZERE+ A=+ -RLEFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

2.2 New/revised HKFRSs that have been issued but

are not yet effective (Continued)

Amendments to HKAS 39, HKFRS 4, HKFRS
7, HKFRS 9 and HKFRS 16, Interest Rate
Benchmark Reform - Phase 2

The amendments address issues that might affect financial reporting
when a company replaces the old interest rate benchmark with an
alternative benchmark rate as a result of the interest rate benchmark
reform (the “Reform”). The amendments complement those issued in
November 2019 and relate to (a) changes to contractual cash flows
in which an entity will not have to derecognise or adjust the carrying
amount of financial instruments for changes required by the Reform, but
will instead update the effective interest rate to reflect the change to the
alternative benchmark rate; (b) hedge accounting in which an entity will
not have to discontinue its hedge accounting solely because it makes
changes required by the Reform, if the hedge meets other hedge
accounting criteria; and (c) disclosures in which an entity will be required
to disclose information about new risks arising from the Reform and
how it manages the transition to alternative benchmark rates.

Annual Improvements to HKFRSs 2018-2020

The annual improvements amends a number of standards, including:

o HKFRS 1, First-time Adoption of HKFRSs, which permit
a subsidiary that applies paragraph D16(a) of HKFRS 1 to
measure cumulative translation differences using the amounts
reported by its parent, based on the parent’s date of transition
to HKFRSs.

. HKFRS 9, Financial Instruments, which clarify the fees included
in the ‘10 per cent’ test in paragraph B3.3.6 of HKFRS 9 in
assessing whether to derecognise a financial liability, explaining
that only fees paid or received between the entity and the
lender, including fees paid or received by either the entity or the
lender on other’s behalf are included.

o HKFRS 16, Leases, which amend lllustrative Example 13
to remove the illustration of reimbursement of leasehold
improvements by the lessor in order to resolve any potential
confusion regarding the treatment of lease incentives that might
arise because of how lease incentives are illustrated in that
example.

The Group is in the process of making an assessment of the potential
impact of these new/revised HKFRSs and the Board so far concluded
that the application of these new/revised HKFRSs will have no material
impact on the Group’s consolidated financial statements.
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Notes to the Consolidated Financial Statements (Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

Statement of compliance and basis of
measurement

The consolidated financial statements on pages 68 to 155 have been
prepared in accordance with HKFRSs, which collective term includes
all applicable HKFRSs, Hong Kong Accounting Standards and
Interpretations issued by the HKICPA and the disclosure requirements
of the Hong Kong Companies Ordinance. In addition, the consolidated
financial statements include the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.

The consolidated financial statements have been prepared on
the historical cost basis except for financial instruments classified
as financial assets at FVPL which are stated at fair values. The
measurement bases are fully described in the accounting policies
below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

It should be noted that accounting estimates and assumptions are
used in preparation of the consolidated financial statements. Although
these estimates are based on management’s best knowledge and
judgement of current events and actions, actual results may ultimately
differ from those estimates. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are described
in Note 4.

Basis of consolidation and business
combination

The consolidated financial statements incorporate the financial
statements of the Group made up from 1 January 2020 to 31
December 2020 for the current year and from 1 July 2019 to 31
December 2019 for the preceding period.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are excluded from consolidation from
the date that control ceases. The results of the subsidiaries acquired
or disposed of during the year are included in the consolidated
statement of profit or loss from the effective date of acquisition or up
to the effective date of the disposal, as appropriate.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE
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For the year ended 31 December 2020
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3.

ZERE+ A=+ -RLEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2 Basis of consolidation and business

combination (Continued)

All intra-group transactions, balances and unrealised gains and losses
on transactions between group companies are eliminated in preparing
the consolidated financial statements. Where unrealised losses on
intra-group asset sales are reversed on consolidation, the underlying
asset is also tested for impairment from the Group’s perspective.
Amounts reported in the financial statements of subsidiaries have been
adjusted where necessary to ensure consistency with the accounting
policies adopted by the Group.

Acquisition of subsidiaries or businesses is accounted for using the
acquisition method. The cost of an acquisition is measured at the
aggregate of the acquisition-date fair value of assets transferred,
liabilities incurred and equity interests issued by the Group, as the
acquirer. The identifiable assets acquired and liabilities assumed
are principally measured at acquisition-date fair value. The Group’s
previously held equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or losses are
recognised in profit or loss. The Group may elect, on a transaction-
by-transaction basis, to measure the non-controlling interests that
represent present ownership interests in the subsidiary either at
fair value or at the proportionate share of the acquiree’s identifiable
net assets. All other non-controlling interests are measured at fair
value, unless another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed unless they are
incurred in issuing equity instruments in which case the costs are
deducted from equity.

Any contingent consideration to be transferred by the acquirer is
recognised at acquisition-date fair value. Subsequent adjustments to
consideration are recognised against goodwill only to the extent that
they arise from new information obtained within the measurement
period (@ maximum of 12 months from the acquisition date) about the
fair value at the acquisition date. All other subsequent adjustments
to contingent consideration classified as an asset or a liability are
recognised in profit or loss.

Changes in the Group’s interests in subsidiaries that do not result in a
loss of control are accounted for as equity transactions. The carrying
amounts of the Group’s interest and the non-controlling interests
are adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-
controlling interests is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed to
owners of the Company.
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Notes to the Consolidated Financial Statements (Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2

3.3

3.4

Basis of consolidation and business
combination (Continued)

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of
any retained interest; and (i) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are accounted
for in the same manner as would be required if the relevant assets or
liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-controlling
interests that represent present ownership interests in the subsidiary
is the amount of those interests at initial recognition plus such non-
controlling interests’ share of subsequent changes in equity. Total
comprehensive income is attributed to such non-controlling interests
even if this results in those non-controlling interests having a deficit
balance.

Subsidiaries

Subsidiaries are investees over which the Group is able to exercise
control. The Group controls investees if all three of the following
elements are present: power over the investees, exposure, or rights,
to variable returns from the investees, and the ability to use its power
to affect those variable returns. Control is reassessed whenever facts
and circumstances indicate that there may be a change in any of
these elements of control.

In the Company’s statement of financial position, investment in a
subsidiary is carried at cost less any impairment loss (Note 3.18)
unless the subsidiary is held for sale or included in a disposal group.
The results of subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the reporting date.
All dividends whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s profit or loss.

Goodwill

Where the fair value of identifiable assets and liabilities exceed the
aggregate of the fair value of consideration paid, the amount of any
non-controlling interest in the acquiree and the acquisition date fair
value of the acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition date, after
re-assessment.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020

@K

ZERE+ A=+ -RLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

3.5

Goodwill (Continued)

Goodwill is measured at cost less impairment losses. For the purpose
of impairment testing, goodwill arising from an acquisition is allocated
to each of the relevant cash-generating units (“CGUs”) that are
expected to benefit from the synergies of the acquisition. A CGU is
the smallest identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from other assets
or groups of assets. A CGU to which goodwill has been allocated is
tested for impairment annually, by comparing its carrying amount with
its recoverable amount, and whenever there is an indication that the
unit may be impaired.

For goodwill arising on an acquisition in a financial year, the CGU to
which goodwill has been allocated is tested for impairment before
the end of that financial year. When the recoverable amount of the
CGU is less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill allocated
to the unit first, and then to the other assets of the unit pro-rata on
the basis of the carrying amount to each asset in the unit. However,
the loss allocated to each asset will not reduce the individual asset’s
carrying amount to below its fair value less cost of disposal (if
measurable) or its value in use (“VIU") (if determinable), whichever is
the higher. Any impairment loss for goodwill is recognised in profit or
loss and is not reversed in subsequent periods.

Intangible assets (other than goodwill)

Intangible assets acquired separately are initially recognised at cost.
The cost of intangible assets acquired in a business combination is fair
value at the date of acquisition. Subsequently, intangible assets with
finite useful lives are carried at cost less accumulated amortisation and
accumulated impairment losses.

Amortisation is provided on a straight-line basis over their useful lives as
follows. Intangible assets with indefinite useful lives are carried at cost
less any accumulated impairment losses. The amortisation expense
is recognised in profit or loss and included in administrative and other
expenses.

Investment management agreement 29 months
Backlog 3 years
Tradename 20 years
Securities and Futures Commission Indefinite

(the “SFC”) licences

Both the period and method of amortisation are reviewed annually.
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Notes to the Consolidated Financial Statements (Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5

3.6

Intangible assets (other than goodwill)
(Continued)

Intangible assets with finite lives are tested for impairment when there
is an indication that an asset may be impaired. Intangible assets with
indefinite useful lives and intangible assets not yet available for use
are tested for impairment annually, irrespective of whether there is any
indication that they may be impaired. Intangible assets are tested for
impairment by comparing their carrying amounts with their recoverable
amounts (Note 3.18).

If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount.

An impairment loss is recognised as an expense immediately, unless
the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as revaluation decrease to the extent of its
revaluation surplus.

Foreign currency translation
The consolidated financial statements are presented in Hong Kong

dollars (“HK$”),
and all values are rounded to the nearest thousand (HK$’000) except

which is also the functional currency of the Company

when otherwise indicated.

In the individual financial statements of the consolidated entities,
foreign currency transactions are translated into the functional
currency of the individual entity using the exchange rates prevailing
at the dates of the transactions. At reporting date, monetary assets
and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at that date. Foreign exchange gains
and losses resulting from the settlement of such transactions and from
the reporting date retranslation of monetary assets and liabilities are
recognised in profit or loss.

Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the date
when the fair value was determined and are reported as part of the fair
value gain or loss. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020

@K

3.

ZERE+ A=+ -RLEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.6 Foreign currency translation (Continued)

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a currency
different from the Group’s presentation currency, have been converted
into HK$. Assets and liabilities have been translated into HK$ at the
closing rates at the reporting date. Income and expenses have been
converted into HK$ at the exchange rates ruling at the transaction
dates, or at average rates over the reporting period provided that the
exchange rates do not fluctuate significantly. Any differences arising
from this procedure have been recognised in other comprehensive
income and accumulated separately in the translation reserve in
equity.

3.7 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated

depreciation and accumulated impairment losses. The cost of

property, plant and equipment includes its purchase price and the

costs directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are recognised as an expense in profit or
loss during the financial period in which they are incurred.

Property, plant and equipment are depreciated so as to write off their
cost over their estimated useful lives on a straight-line basis at the
following rates per annum.

4

Office equipment b

=

Leasehold improvements HE

The useful lives and depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period.

An asset is written down immediately to its recoverable amount if
its carrying amount is higher than the asset’s estimated recoverable
amount.

The gain or loss on disposal of an item of property, plant and
equipment is the difference between the net sale proceeds and its
carrying amount, and is recognised in profit or loss on disposal.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASiHFEMEE)
POLICIES (Continued)

3.8 Leases 3.8 #HE

The Group as lessee

All leases (irrespective of they are operating leases or finance leases)
are required to be capitalised in the statement of financial position as
right-of-use assets and lease liabilities, but accounting policy choices
exist for an entity to choose not to capitalise (i) leases which are short-
term leases and/or (i) leases for which the underlying asset is of low-
value. The Group has elected not to recognise right-of-use assets
and lease liabilities for low-value assets and leases for which at the
commencement date have a lease term less than 12 months. The
lease payments associated with those leases have been expensed on
straight-line basis over the lease term.

Right-of-use asset

The right-of-use asset is recognised at cost and would comprise: (i)
the amount of the initial measurement of the lease liability (see below
for the accounting policy to account for lease liability); (i) any lease
payments made at or before the commencement date, less any lease
incentives received; (iii) any initial direct costs incurred by the lessee;
and (iv) an estimate of costs to be incurred by the lessee in dismantling
and removing the underlying asset to the condition required by the
terms and conditions of the lease, unless those costs are incurred
to produce inventories. Except for right-of-use asset that meets the
definition of an investment property or a class of property, plant and
equipment to which the Group applies the revaluation model, the
Group measures the right-of-use assets applying a cost model. Under
the cost model, the Group measures the right-of-use at cost, less any
accumulated depreciation and any impairment losses, and adjusted
for any remeasurement of lease liability. Right-of-use assets are
depreciated on a straight-line basis over the lease terms.
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.8 Leases (Continued)

Lease liability

The lease liability is recognised at the present value of the lease
payments that are not paid at the date of commencement of the lease.
The lease payments are discounted using the interest rate implicit in
the lease, if that rate can be readily determined. If that rate cannot be
readily determined, the Group uses the Group’s incremental borrowing
rate.

The following payments for the right-to-use the underlying asset
during the lease term that are not paid at the commencement date
of the lease are considered to be lease payments: (i) fixed payments
less any lease incentives receivable; (i) variable lease payments that
depend on an index or a rate, initially measured using the index or rate
as at commencement date; (i) amounts expected to be payable by
the lessee under residual value guarantees; (iv) the exercise price of
a purchase option if the lessee is reasonably certain to exercise that
option; and (v) payments of penalties for terminating the lease, if the
lease term reflects the lessee exercising an option to terminate the
lease.

Subsequent to the commencement date, the Group measures the
lease liability by: (i) increasing the carrying amount to reflect interest on
the lease liability; (i) reducing the carrying amount to reflect the lease
payments made; and (i) remeasuring the carrying amount to reflect
any reassessment or lease modifications, e.g., a change in future
lease payments arising from change in an index or rate, a change in
the lease term, a change in the in substance fixed lease payments or a
change in assessment to purchase the underlying asset.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASiHFEMEE)

POLICIES (Continued)

MBEE

3.9 Financial assets 3.9

A financial asset (unless it is a trade receivable without a significant
financing component) is initially measured at fair value plus, for an
item not at FVPL, transaction costs that are directly attributable to its
acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in
the market place.

Financial assets with embedded derivatives are considered in their
entirely when determining whether their cash flows are solely payment
of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the
Group’s business model for managing the asset and the cash flow
characteristics of the asset. There are three measurement categories
into which the Group classifies its debt instruments:

Amortised cost: Assets that are held for collection of contractual cash
flows where those cash flows represent solely payments of principal
and interest are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using the effective interest
rate method. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain on derecognition is
recognised in profit or loss.

Fair value through other comprehensive income (“FVOCI”): Assets
that are held for collection of contractual cash flows and for selling
the financial assets, where the assets’ cash flows represent solely
payments of principal and interest, are measured at FVOCI. Debt
investments at FVOCI are subsequently measured at fair value.
Interest income calculated using the effective interest rate method,
foreign exchange gains and losses and impairment are recognised
in profit or loss. Other net gains and losses are recognised in
other comprehensive income. On derecognition, gains and losses
accumulated in other comprehensive income are reclassified to profit
or loss.
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.9 Financial assets (Continued)

Debt instruments (Continued)

FVPL: Financial assets at FVPL include financial assets held for
trading, financial assets designated upon initial recognition at FVPL,
or financial assets mandatorily required to be measured at fair value.
Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Derivatives,
including separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely
payments of principal and interest are classified and measured at
FVPL, irrespective of the business model. Notwithstanding the criteria
for debt instruments to be classified at amortised cost or at FVOCI,
as described above, debt instruments may be designated at FVPL
on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Equity instruments

On initial recognition of an equity investment that is not held for
trading, the Group could irrevocably elect to present subsequent
changes in the investment’s FVOCI. This election is made on an
investment-by-investment basis. Equity investments at FVOCI are
measured at fair value. Dividend income are recognised in profit or loss
unless the dividend income clearly represents a recovery of part of the
cost of the investments. Other net gains and losses are recognised in
other comprehensive income and are not reclassified to profit or loss.
All other equity instruments are classified as FVPL, whereby changes
in fair value, dividends and interest income are recognised in profit or

loss.
Impairment loss on financial assets

The Group recognises loss allowances for expected credit loss (“ECL”)
on trade receivables, contract assets, financial assets measured at
amortised cost and debt investments measured at FVOCI. The ECLs
are measured on either of the following bases: (1) 12 months ECLs:
these are the ECLs that result from possible default events within the
12 months after the reporting date; and (2) lifetime ECLs: these are
ECLs that result from all possible default events over the expected
life of a financial instrument. The maximum period considered when
estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.
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Notes to the Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9 Financial assets (Continued)

Impairment loss on financial assets (Continued)

ECLs are a probability-weighted estimate of credit losses. Credit
losses are measured as the difference between all contractual cash
flows that are due to the Group in accordance with the contract and
all the cash flows that the Group expects to receive. The shortfall is
then discounted at an approximation to the assets’ original effective
interest rate.

The Group has elected to measure loss allowances for trade
receivables and contract assets using HKFRS 9 “Financial
Instruments” simplified approach and has calculated ECLs based
on lifetime ECLs. The Group has established a provision matrix that
is based on the Group’s historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the economic
environment.

For other debt financial assets, the ECLs are based on the 12-month
ECLs. However, when there has been a significant increase in credit
risk since origination, the allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a financial asset has
increased significantly since initial recognition and when estimating
ECL, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes
both quantitative and qualitative information analysis, based on the
Group’s historical experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

The Group considers a financial asset to be credit-impaired when: (1)
the borrower is unlikely to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as realising security (if
any is held); or (2) the financial asset is more than 90 days past due.

The Group writes off a financial asset when there is information
indicating that the debtor is in severe financial difficulty and there is
no realistic prospect of recovery. Financial assets written off may
still be subject to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where appropriate. Any
recoveries made are recognised in profit or loss.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020

@K

ZERE+ A=+ -RLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9

Financial assets (Continued)
Impairment loss on financial assets (Continued)

Interest income on credit-impaired financial assets is calculated
based on the amortised cost (i.e. the gross carrying amount less loss
allowance) of the financial asset. For non-credit-impaired financial
assets interest income is calculated based on the gross carrying
amount.

The Group derecognises a financial asset when the contractual rights
to the future cash flows in relation to the financial asset expire or when
the financial asset has been transferred and the transfer meets the
criteria for derecognition in accordance with HKFRS 9.

3.10 Cash and cash equivalents

3.11

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits,
and short-term highly liquid investments that are readily convertible
into known amount of cash, and are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash and cash
equivalents comprise cash on hand and at banks and other financial
institutions, including term deposits, which are not restricted as to use.

Financial liabilities

Financial liabilities at amortised cost

Financial liabilities at amortised cost, are initially measured at fair value,
net of directly attributable costs incurred and subsequently measured
at amortised cost using the effective interest method. The related
interest expense is recognised in profit or loss.

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest income or interest
expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts or payments
through the expected life of the financial liability, or where appropriate,
a shorter period, to the net carrying amount on initial recognition.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expired.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASiHFEMEE)
POLICIES (Continued)

3.12 Share Capital 3.12 B

Ordinary shares are classified as equity.

Any transaction costs associated with the issuing of shares are
deducted from share capital (net of any related income tax benefits) to
the extent they are incremental costs directly attributable to the equity
transaction.

3.13 Revenue recognition

Revenue is recognised to depict the transfer of promised services
to customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those services.
Specifically, the Group uses a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customers

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price

Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

The Group recognises revenue when (or as) a performance obligation
is satisfied, i.e. when “Control” of the services underlying the particular
performance obligation is transferred to the customers.

Control of the services may be transferred over time or at a point in
time. Control of the services is transferred over time if:

- the customer simultaneously receives and consumes the
benefits provided by the entity’s performance as the entity
performs;

- the Group’s performance creates and enhances an asset that
the customer controls as the Group performs; or

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

If control of the services transfer over time, revenue is recognised
over the period of the contract by reference to the progress complete
satisfaction of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains control of the
services.
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.13 Revenue recognition (Continued)

(0

Aavisory fee income and related services

Advisory fee income from providing specified financial advisory
services and acting as independent financial adviser are
recognised over time as services are performed if the Group
has a legally enforceable right to payment for all services
provided through the end of the contract or termination date.
For other advisory contracts in which the Group does not has
an enforceable right to payment for performance completed
to date at all times throughout the duration of the contract,
revenue is recognised at a point in time when the services
for the transactions are completed under the terms of each
engagement and the revenue can be measured reliably, as only
at that time the Group has a present right to payment from the
customers for the service performed.

Advisory fee income from provision of services under retainers
is recognised over time based on contractual terms specified
in the underlying agreements, as the customer simultaneously
receives and consumes the benefits provided by the entity’s
performance as the entity performs and the revenue can be
measured reliably.

Commission based and other services are recognised at a point
in time when the services for the transactions are completed
under the terms of each engagement and the revenue can be
measured reliably, as only at that time the Group has a present
right to payment from the customers for the service performed.

The Group recognises revenue from providing advisory
service in exchange for non-cash consideration, usually equity
instruments issued by counterparties, at the fair value of the
non-cash consideration measured as of the date when the
Group becomes party to the contractual provisions of the
instrument, which is the date when the advisory agreement
becomes unconditional and all parties become bound by the
terms set out in the agreement. The fair value of the equity
instruments received or receivable is determined in accordance
with the Group’s accounting policy by reference to the quoted
prices in active markets for identical assets. If the Group
is not able to reliably determine the fair value of non-cash
consideration in some situations, the value of the non-cash
consideration received or receivable is measured indirectly by
reference to the standalone selling price of advisory services
provided by the Group.
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Notes to the Consolidated Financial Statements (Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.13 Revenue recognition (Continued)

(i)

(i)

(iv)

v)

Management fee income

Management fee income from provision of investment
management services is recognised over time based on
contractual terms specified in the underlying investment
management agreement, as the customer simultaneously
receives and consumes the benefits providing by the entity’s
performance as the Group performs and the revenue can be
measured reliably.

Performance fee income

Performance fee income based on the performance of the
investment company (i.e. the customer) is a form of variable
consideration in its contract with the customer to provide
investment management services. Performance fee income is
earned based on the performance of the investment company
during the year/period, subject to the achievement of high
water mark, in accordance with the respective terms set out
in the investment management agreement. Performance fee
income will not be recognised as revenue until (a) it is highly
probable that a significant reversal in the amount of cumulative
revenue recognised will not occur, or (b) the uncertainty
associated with the variable consideration is subsequently
resolved.

Interest income

Interest income from a financial asset is accrued on a time basis
using the effective interest method, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on the initial recognition.

Sundry income

Sundry income from provision of day-to-day management
(including office administration and operation) is recognised
over time as the customer simultaneously receives and
consumes the benefits provided by the entity’s performance as
the Group performs and the revenue can be measured reliably.
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020

@K

3.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.13 Revenue recognition (Continued)

Contract assets and liabilities

A contract asset represents the Group’s right to consideration in
exchange for services that the Group has transferred to a customer
that is not yet unconditional. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only the passage of
time is required before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer
services to a customer for which the Group has received consideration
(or an amount of consideration is due) from the customer.

3.14 Employee benefits

Retirement benefits

Retirement benefits to employees are provided through a defined
contribution plan.

The Group operates a defined contribution retirement benefits scheme
under the Mandatory Provident Fund Schemes Ordinance (the “MPF
Scheme”), for all of its employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a percentage of the
employees’ basic salaries.

Contributions are recognised as an expense in profit or loss as
employees render services during the year. The Group’s obligation
under this plan is limited to the fixed percentage contributions payable.

Employee entitiements to annual leave are recognised when they
accrue to employees. A provision is made for the estimated liability for
annual leave as a result of services rendered by employees up to the
reporting date.

Non-accumulating compensated absences such as sick leave and
maternity leave are not recognised until the time of leave.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASiHFEMEE)
POLICIES (Continued)

3.15 EEK K

3.15 Borrowing costs

Borrowing costs incurred for the acquisition, construction or
production of any qualifying asset are capitalised during the period
of time that is required to complete and prepare the asset for its
intended use. A qualifying asset is an asset which necessarily takes
a substantial period of time to get ready for its intended use or sale.
Other borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of a qualifying asset
when expenditure for the asset is being incurred, borrowing costs are
being incurred and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken. Capitalisation of
borrowing costs ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use or sale are
complete.

3.16 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those obligations
to, or claims from, fiscal authorities relating to the current or prior
reporting period, that are unpaid at the reporting date. They are
calculated according to the tax rates and tax laws applicable to the
fiscal periods to which they relate, based on the taxable profit for the
year. All changes to current tax assets or liabilities are recognised as a
component of tax expense in profit or loss.

Deferred tax is calculated using the liability method on temporary
differences at the reporting date between the carrying amounts
of assets and liabilities in the consolidated financial statements
and their respective tax bases. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets
are recognised for all deductible temporary differences, tax losses
available to be carried forward as well as other unused tax credits,
to the extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which the
deductible temporary differences, unused tax losses and unused tax
credits can be utilised.

Deferred tax assets and liabilities are not recognised if the temporary
difference arises from goodwill or from initial recognition (other than in
a business combination) of assets and liabilities in a transaction that
affects neither taxable nor accounting profit or loss.
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.16 Accounting for income taxes (Continued)

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries, associates and joint ventures,
except where the Group is able to control the reversal of the
temporary differences and it is probable that the temporary differences
will not reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at tax rates that are
expected to apply in the period the liability is settled or the asset is
realised, provided they are enacted or substantively enacted at the
reporting date.

Changes in deferred tax assets or liabilities are recognised in profit
or loss, or in other comprehensive income or directly in equity if they
relate to items that are charged or credited to other comprehensive
income or directly in equity.

Current tax assets and current tax liabilities are presented in net if, and
only if,

(@) the Group has the legally enforceable right to set off the
recognised amounts; and

(b) intends either to settle on a net basis, or to realise the asset
and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax liabilities in
net if, and only if,

(@) the entity has a legally enforceable right to set off current tax
assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities relate to
income taxes levied by the same taxation authority on either:

0] the same taxable entity; or

(ii) different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be
settled or recovered.
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Notes to the Consolidated Financial Statements (Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17 Related parties

(@)

A person or a close member of that person’s family is related

to the Group if that person:

U)

(i)

(i)

has control or joint control of the Group;

has significant influence over the Group; or

is a member of key management personnel of the
Group or the Company’s parent.

An entity is related to the Group if any of the following

conditions apply:

U)

(i)

)

(v)

(vi)

(i

(viil)

The entity and the Group are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other
entity is an associate of the third entity.

The entity is a post-employment benefit plan for the
benefit of the employees of the Group or an entity
related to the Group.

The entity is controlled or jointly controlled by a person
identified in (a).

A person identified in (a)(i) has significant influence over
the entity or is a member of key management personnel
of the entity (or of a parent of the entity).

The entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group or to the parent of the Group.
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17 Related parties (Continued)

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person in
their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and

(iii) dependents of that person or that person’s spouse or domestic
partner.

3.18 Impairment of non-financial assets

Property, plant and equipment, right-of-use assets, intangible assets
and investment in a subsidiary are subject to impairment testing.

It is tested for impairment whenever there are indications that the
asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense immediately for the
amount by which the asset’s carrying amount exceeds its recoverable
amount. Recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell, and value in use. In assessing
value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market
assessment of time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset does not
generate cash inflows largely independent from those from other
assets, the recoverable amount is determined for the smallest group
of assets that generate cash inflows independently (i.e. a CGU). As a
result, some assets are tested individually for impairment and some
are tested at CGU level.

Impairment losses recognised for CGUs are charged pro rata to the
assets in the CGU, except that the carrying value of an asset will not
be reduced below its individual fair value less cost to sell, or value in
use, if determinable.

An impairment loss is reversed if there has been a favourable change
in the estimates used to determine the asset’s recoverable amount
and only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined if no
impairment loss had been recognised.
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3.

Notes to the Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.19 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker (the
“CODM”). The CODM, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified
as the steering committee that makes strategic decisions.

3.20 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a present legal or constructive obligation arising as
a result of a past event, which it is probable will result in an outflow of
economic benefits that can be reliably estimated.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, the existence of
which will only be confirmed by the occurrence or non-occurrence of
one or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

3.21 Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to
them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Specifically, government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire non-current
assets (including property, plant and equipment) are recognised as
deferred income in the statement of financial position and transferred
to profit or loss on a systematic and rational basis over the useful lives
of the related assets.

Government grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving immediate
financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become
receivable and are recognised as other revenue, rather than reducing
the related expense.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020

@K

ZERE+ A=+ -RLEFE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, the directors are
required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results
differ from these estimates.

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

(@) Critical judgments in applying accounting
policies

Deconsolidation of companies

It is determined that the Group lost the control over certain companies
on 1 January 2014. The results, assets and liabilities and cash flows of
these companies were deconsolidated from the consolidated financial
statements of the Group since then. Significant judgement is required
in the determination of control of an investee based on HKFRS 10
“Consolidated Financial Statements”.

Deferred taxes

Significant judgement is required in determining the amount of
deferred taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will
impact the deferred taxes in the period in which such determination is
made.
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Notes to the Consolidated Financial Statements (Continued)

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(b)

Key sources of estimation uncertainty

In addition to information disclosed elsewhere in these financial
statements, other key sources of estimation uncertainty that have
a significant risk of resulting a material adjustment to the carrying
amounts of assets and liabilities within next financial year are as
follows:

Impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated in Note
3.18. The recoverable amounts of CGUs have been determined
based on value in use calculations. These calculations require the
use of estimates about future cash flows and discount rates. In the
process of estimating expected future cash flows management makes
assumptions about future revenues and profits. These assumptions
relate to future events and circumstances. The actual results may
vary and may cause a material adjustment to the carrying amount of
goodwill within the next financial year. Determining the appropriate
discount rate involves estimating the appropriate adjustment for
market risk and for asset specific risk factors. Details of the estimates
of the recoverable amounts of CGUs containing goodwill are disclosed
in Note 17.

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment
for all non-financial assets at each reporting date. Indefinite life
intangible assets are tested for impairment annually and at other times
when such indicator exists. Other non-financial assets are tested for
impairment when there are indicators that the carrying amounts may
not be recoverable. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the
asset or CGU and choose a suitable discount rate in order to calculate
the present value of those cash flows.

Impairment allowances of financial assets

The measurement of impairment losses under HKFRS 9 across all
categories of financial assets requires judgement, in particular, the
estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses and the assessment of
a significant increase in credit risk. These estimates are driven by a
number of factors, changes in which can result in different levels of
allowances.
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(b) Key sources of estimation uncertainty
(Continued)

Impairment allowances of financial assets
(Continued)

At each reporting date, the Group assesses whether there has been a
significant increase in credit risk for exposures since initial recognition
by comparing the risk of default occurring over the expected life
between the reporting date and the date of initial recognition. The
Group considers reasonable and supportable information that is
relevant and available without undue cost or effort for this purpose.
This includes quantitative and qualitative information and also,
forward-looking analysis.

5. REVENUE AND OTHER NET INCOME

All of the Group’s revenue is derived from contracts with customers for the
year ended 31 December 2020.

4,

AESTTHAERETIRERENE
ERR (8)

(b) fhEEFFEEREZEEZRR(E)

MEBLERERE (H)

REREEH  AAREKBEHHREBHRE
VIR BB 2 FR AR F AR LR NRR
HEITHER - AFHEE T RRUREERRES
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BERKAEE DT A BHAERAIFERNE
o BhEEE L RE(CERARBTREED -

W as Ko EA U A R AR

HE_Z_TFE+_A=+-HILFE REAEEFE
BRI R E BEPAAH

(a) Disaggregation of revenue (a) ZiFWkE

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-Z_ZF HE_ZT—hF
+=HA=+-—8 +=—A=+—8
LLEE 1B~ 18 A B8R
HK$’000 HK$’000
FHERT FHT

Type of services PR % %8 51
Advisory and related services B R ARRE AR TS 66,415 37,428
Asset management services BEEERE 43,152 8,123
Sundry income HMIFUA 1,099 1,242
110,666 46,793

Type of customers EFER
Listed companies ETAR] 106,396 31,353
Non-listed companies and others JEET AR REAM 4,270 15,440
110,666 46,793

Timing of revenue recognition Wi R R

At a point in time PRSE(BR fE Bh 17,524 23,190
Transferred over time R—EREREAEE 93,142 23,603
110,666 46,793
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2020

BHE_Z-_ZTF+_A=-+—HLFE
5. REVENUE AND OTHER NET INCOME 5. W&HKkEMWAEEEGE
(Continued)
(b) Transaction price allocated to remaining (b) PEEHTEBINEENRZE

()

performance obligations

As of 31 December 2020 and 2019, the aggregate amount of the A\ZE_TFR=FT—

transaction price allocated to the performance obligations that are
unsatisfied (or partially unsatisfied) is approximately HK$40,200,000
and approximately HK$47,700,000 respectively. The Group expects
to recognise the amount as revenue when the performance obligations
are satisfied in coming 12 months, depending on the contract terms.

B77)

The following table shows the time band for remaining performance

obligations to be satisfied.

n¢+—ﬂi+—5'“

BEEBRNEENR SELBI KRBT (HEFH K
2 5114940,200,
PETT o ANEETEHAR AR PR 218 A iERK B AV E (R
158 B R IRRER AU
P HHER 8 T B AR (RS 40k o

OOO/%TE&,%’MZ?O0,000

P BURR G RIEFR - TR

2020 2019
—E-ZF —T-NF
HK$’000 HK$'000
FEx FHsT
Remaining performance obligations TR LT SRBEERK
expected to be satisfied during: BRTEAEE
the year ended BE_ZT-_ZF+-_A=+—H
31 December 2020 IEFE - 47,700
the year ending BE-_ZE-_—+=-A=+—H
31 December 2021 \HFE 40,200 =
40,200 47,700

The information about the Group’s performance obligations is
disclosed in Note 3.13. Payment is due based on contractual terms

specified in the underlying agreements.

Other net income

MR EREAER %

(c) EHAbWAFHEE

BHAEBRA R TR 50,105 B -
BRI -

Six-month

Year ended period ended

31 December 2020 31 December 2019

BE-—Z2—-2fF HE_ZT—h&F

t=A=t-8 +=A=+-8

LEFE LE7]ME A B

HK$’000 HK$'000

FTHET THET

Government subsidies (Note) BRATHE L (B ) 702 =
Exchange gain, net B 5 W 58 226 83
928 83

Note: The Group applied for a government support program introduced MfzE -

in response to the global pandemic. Included in profit or loss is
HK$702,000 (six-month period ended 31 December 2019: Nil) of
government grants obtained relating to supporting the payroll of
the Group’s employees. The Group has presented this government
grant in other net income. The Group had to commit to spending
the assistance on payroll expenses, and not reducing employee
head count below prescribed levels for a specified period of time.
The Group does not have any unfulfiled obligations relating to this
program.

RNEERE T HERRARTORE S F5
Zo-RERTFEERAYEASEEET S
S BB BFHEE702,0008 T (BE=
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

6. SEGMENT INFORMATION 6. DHEH

Information reported to the CODM, being the Directors of the Company, for RERDEEFTEIHBRBEOTM A EZLEREA

the purpose of resource allocation and assessment of segment performance (BN RRIESR) E R E R &R RATIR ARSI o

focuses on type of services provided. No operating segments identified by FELERE AR K E D BRI E AR E

the CODM have been aggregated in arriving at the reportable segments of AJ R EPIRFRE AR

the Group.

The Group’s reportable and operating segments are as follows: REERNARBMREESEAT :

(@  Corporate finance services, investment and others — provision of @@ OERERY - REREM—RECEFEER
corporate finance advisory services including financial advisory fR7s - BIEM SRR RS - B SRR A R AR
services, services incidental to financial advisory, compliance advisory % AREMRRE  RERERREHERE
services, placing agency and/or underwriting services, investment DA~ B 2T IR EAh o

business and others.
()  Asset management services — provision of asset management services ) BEEERS - -RUHEEEERS(RERERE

including investment advisory services, and sundry income derived RS - LA RIEIRHARTS RIS 2 FTRMA -
from provision of the services.
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6.

Notes to the Consolidated Financial Statements (Continued)

SEGMENT INFORMATION (Continued)

Segment revenue and results

GEMBERME

(n-ﬁ)

For the year ended 31 December 2020

BE-—T=

6. ZTHER(E
2 BB s K A

Corporate finance

TE+_A=T—HLEFE

services, Asset
investment management
and others services Total
ERMERE
RERHM EEEERYE st
HK$’000 HK$°000 HK$’000
FET FHT FHT
Year ended 31 December 2020 ®&E-Z-ZF+-A=+—HLFE
Reportable segment revenue (Note) ¥ 2> 2Rz (Kt &F) 63,058 44,638 107,696
Results E
Reportable segment profit before FRETSRLAIERE £ B0 F
income tax 33,805 24,968 58,773
Amounts included in the measure of 5T AFT{S AT D EiaF S BRI
segment profit before income tax:
Amortisation on intangible assets ER A EHH 10,624 6,439 17,063
Depreciation nE 718 970 1,688
Employee benefit expense EERFMAX 13,355 11,115 24,470
Non-cash income — advisory fee RN — AREEE 2 BRKA
income settled in shares (12,000) - (12,000)
Reportable segment assets WEDHEE 441,402 73,533 514,935
Reportable segment liabilities WEDHAE 26,187 1,366 27,553
Other information: HibE# -
Additions to specified non-current  #FEIERBEEZ
assets 10 9 14 23
For the six-month period ended 31 HZE—ZF—hF+_-_A=+—H
December 2019 1E75fE A BAfE
Reportable segment revenue (Note) ¥R 5 2RI A (Bt &) 38,067 9,365 47,432
Results ¥
Reportable segment profit before FR TS B AT #R & 9 BB A
income tax 17,267 3,729 20,996
Gain on debt restructuring B EARE 844,894
Restructuring expenses EFE T (20,132)
Profit before income tax B PS8 A A1) 845,758
Amounts included in the measure of  5H AFT{SHiRTI 5 #0i@ AR £ FEEFE -
segment profit before income tax:
Amortisation on intangible assets ER A EEH 3,620 2,683 6,303
Depreciation e 373 471 844
Employee benefit expense EEEARAZ 9,905 4,200 14,105
Reportable segment assets MEDTEE 412,667 52,858 465,525
Reportable segment liabilities HwEDFAE 30,123 2,205 32,328
Other information: HiEr} -
Additions to specified non-current  BEEIERBNEE
assets A0 1 1 2

*

Total segments’ profits equal to consolidated profit before tax, accordingly

no reconciliation of these two amounts is presented.

85 &R M RS RBATAR S

A I@%’Eﬁxx’ﬁﬂﬁﬁ 2

R E s
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

6. SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

Note: Segment revenue comprises revenue items included in revenue of the

Group as well as other net income and other net financial (loss)/income.

Net financial (loss)/income generated from proprietary trading included in

external segment revenue under corporate finance services, investment
and others for the year ended 31 December 2020 and the six-month period
ended 31 December 2019 were loss of approximately HK$2,970,000 and

income of approximately HK$639,000 respectively.

The reconciliation of total segments’ revenue to consolidated revenue of the

Group is as follows:

6.

2 ERE R (&)
7 Pk R % SR AR ()

i3 -

DA BIEREBMUP AR BIEN AR B AR E A
WA SRR M (B518) A SR - BE=T=

TE+ A=+ HIEFEREE=

F-NE+=A

=t—RILRXEASR - ERERTY  REREM

ET RN D Bk s B IR B R
7 A E518492,970,000/8 7T & 4%

(BB ANFED
A#)639,000/8 7T ©

RBEERNRTE

BRI A BN EBRA ARSI

Six-month

Year ended period ended

31 December 2020 31 December 2019

BE-Z-2F HE-Z—N4F

+=A=+—H +=—A=+—H

LHFE 1E7N1E A AR

HK$’000 HK$’000

FHET FHET

Corporate finance services, investment and others ERMERT - BEREAM

— Financial advisory services - ISR R AR 65,425 31,308

— Independent financial advisory services - 8 B 75 R I AR A 990 870

— Commission -B& - 5,250

— Investment business and others - IREERREM (3,357) 639
Sub-total /INEt 63,058 38,067
Asset management services BEEERE 44,638 9,365
Reportable segment revenue AIRE 7 B 107,696 47,432
Other net income HAb A FEE (928) (83)
Other net financial loss/(income) H v B 5 E1E, (A 58 3,898 (556)
Consolidated revenue of the Group REBIRE K 110,666 46,793

There was no inter-segment revenue for the year ended 31 December 2020

and the six-month period ended 31 December 2019.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-_Z-ZF+_A=-+—HILTFE

6. SEGMENT INFORMATION (Continued) 6. EBEFR(E)
Segment assets and liabilities PTHEEREE
2020 2019
TEDEF —E-NF
HK$’000 HK$'000
FHERT FAT
Segment assets PBEE
Corporate finance services, investment and others ERBMER  KEREAM 441,402 412,667
Asset management services BEBERE 73,533 52,858
Total segments’ assets and consolidated total assets 9 &F& L5 N N EEbr A BEEEE
of the Group 514,935 465,525
Additions to specified non-current assets FEE FEM BN A EERYIE AN 23 410,186
Segment liabilities SEEE
Corporate finance services, investment and others EBMER - 1KEREAM 26,187 30,123
Asset management services BEEERSS 1,366 2,205
Total segments’ liabilities DEPEEREE 27,553 32,328
Unallocated : Accrued expenses and taxation payable R#k5 : 8= B fest 5 s K fE (18
of the Group 22,153 16,676
Consolidated total liabilities of the Group AEBFSBRER 49,706 49,004
For the purpose of monitoring segment performances and allocating MEEDHRIALSIEPEERMS :
resources between segments:
= all assets are allocated to operating segments; and — EBENPIMERLESE : &
= all liabilities are allocated to operating segments other than accrued — FEABIMERKENE » MY REMNT

expenses and taxation payable.

BRI ©
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

6. SEGMENT INFORMATION (Continued) 6. DHER(E)

FREFEHR

Major customers information

Revenue from major customers, each of whom amounted to 10% or more of REFERFUZ (BREEAEREEZE _Z_2F+=
B=+—RALtFERBEE_T-—hFE+-_A=+—Hit
7 A HARE U 2510% 3k bA_E) 51 an T

Group’s revenue for the year ended 31 December 2020 and the six-month
period ended 31 December 2019, is set out below:

Six-month

Year ended period ended

31 December 2020 31 December 2019

BE-Z_%F HE_T—NF

t=A=t+-8 +t=A=+-~

LHFEE 1B~ 18 A B8R

HK$’000 HK$'000

FET FHET

Customer A' EEA! 44,251 9,365
Customer B ®FEB 17,000 =
Customer C? BEC 16,753 7,597
Customer D? ZFED? - 5,000

Revenue from Customer A is attributable to asset management services. !

KEEPANRmERNEEERIRE o

Revenue from Customers B, C and D are attributable to corporate finance
services, investment and others.

2 REEPFB  CRDHMm=EFEEREERMERS - &
B R EAM o
Geographic information

R

The Group’s operations after completion of the Group’s restructuring are
mainly located in Hong Kong and all the Group’s non-current assets are

TERAREZERRE  NEERGRETBEREET
RAKERBFRRBDEESUNEE °

110

located in Hong Kong.

7. OTHER NET FINANCIAL (LOSS)/INCOME 7. HtBig (1) WA RE

Six-month

Year ended period ended

31 December 2020 31 December 2019

BE-Z-=F HE-_T—NF

+=—BA=+—H +=—A=+—8

IEFE 1E7ME A B

HK$’000 HK$'000

FExT FAT

Interest income from bank deposits BITIFERZFBMA 379 172
Fair value (loss)/gain on BATFERT BRI

financial assets at FVPL BEZ AHE(ER), W (4,277) 384

(3,898) 556
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8.

9.

Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTS)

8.

BEERAMAX (BRESHE)

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-_ZT-ZF BHE_ZT—hF
+=A=+-—H +=-—A=+—8
LEFE 1E75 18 A R
HK$’000 HK$’000
FExT FET
Salaries, other benefits and Directors’ fee e HihEARESZEE 9,909 4,179
Discretionary bonus BIBIEAT 14,120 9,743
Retirement benefits scheme contributions RIRBFET Bt 441 183
24,470 14,105
DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMERTBRSFMEAZHE
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS
9.1 Directors’ emoluments 9.1 ESH<
The emoluments paid or payable to the Directors were as follows: ENRENESIHSMT
Retirement
benefits
Directors’ Salaries and Discretionary scheme
fees other benefits bonus contributions Total
FER BINER
EEHe HitnEF| FETAL STEIMR @t
HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
TR TR TR TR TR
Year ended HE-Z-ZF+-A=t-H
31 December 2020 EFE
Executive Directors HITEE
Mr. Lee Wa Lun, Warren FEREE
(Managing Director) (Note) (ExprE) (F:3) 60 - 7,760 - 7,820
Mr. Lam Chi Shing (Note) MER 7 (TR 60 1,300 1,685 60 3,105
Ms. Li Ming (Note) F+ (i) 60 1,508 1,685 70 3,323
Non-Executive Directors FHTEE
Mr. Li Chi Kong (Chairman) FERIEE (ER) 60 - - - 60
Mr. Kuo Jen-Hao BARRE 60 - - - 60
Independent Non-Executive Directors ~ BUHEH{TEE
Mr. Chan Sze Chung BRBIaLLE 60 - - - 60
Mr. Sum Wai Kei, Wilfred SREERE 60 - - - 60
Mr. Suen Chi Wai BEBREE 60 - - - 60
480 2,808 11,130 130 14,548
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBEEME (H)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

9. DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMeRIEEBEFMEAZHME
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS (#8)
(Continued)
9.1 Directors’ emoluments (Continued) 9.1 EEM< (@
Retirement
benefits
Directors’ Salariesand  Discretionary scheme
fees  other benefits bonus  contributions Total
ek RINEF
EE Yk HibAgF 2N BEG5 5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT THT FHT
Six-month period ended HE-T-NF+ZA=1+-H
31 December 2019 JJ:MIﬂ ]
Executive Directors HITEE
Mr. Lee Wa Lun, Warren FEMREE
(Managing Director) (Note) (B () 26 - 6,622 = 6,648
Mr. Lam Chi Shing (Note) SRS (BT 26 575 820 27 1,448
Ms. Li Ming (Note) Fha+ (i) 26 667 820 31 1,544
Non-Executive Directors FHTEE
Mr. Li Chi Kong (Chairman) FEREEER) 26 - - - 26
Mr. Kuo Jen-Hao* BARFHE 1 = = = 1
Independent Non-Executive Directors ~ BYUH#EHTEE
Mr. Chan Sze Chung B E 26 - - = 26
Mr. Sum Wai Kei, Wilfred BEELE 26 = = = 26
Mr. Suen Chi Wai REEEE 26 - - - 26
183 1,242 8,262 58 9,745
* Appointed with effect from 23 December 2019 * RZB-NF+-A=+=HEZE

Note: In respect of the terms of employment, Mr. Lee Wa Lun, Warren,
Mr. Lam Chi Shing and Ms. Li Ming are entitled to a discretionary
bonus. The amount of the discretionary bonus is at the discretion
of the Board taking into account of the performance of Yu Ming. No
salary was paid or payable to Mr. Lee Wa Lun, Warren during the
year ended 31 December 2020 and the six-month period ended 31
December 2019.

There was no arrangement under which a Director waived or agreed
to waive any remuneration during the year ended 31 December 2020
and the six-month period ended 31 December 2019.

The executive directors’ emoluments shown above were mainly for
their services in connection with the management of the affairs of
the Company and the Group. The non-executive directors’ and the
independent non-executive directors’ emoluments shown above were
mainly for their services as directors of the Company.
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Notes to the Consolidated Financial Statements (Continued)

DIRECTORS’ EMOLUMENTS AND FIVE
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS
(Continued)

9.2 Five highest paid individuals

The five highest paid individuals included 3 and 3 of the Directors for
the year ended 31 December 2020 and the six-month period ended
31 December 2019 respectively, details of whose emoluments are set
out in Note 9.1 above. The emoluments of the remaining 2 highest
paid individuals are as follows:

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

9. EEMERIAERESHFMEAZ
<& ()

9.2 AEBRSFMEA

HE_Z-_TF+_A=+—HIFER
HE-_Z-AE+-_A=+—HIEA
HE - BERmFMEASREE=2K
=REE - BEEMSFESIRR 3
719.1 ° AT B &= #r B E A R & 5

P
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE—_Z-ZH BE_Z—NF
+=—A=+—AH +=ZA=+—H
IEFE 1E75 18 A RS
HK$’000 HK$'000
FHERT FET
Salaries and other benefits e MHAEF 2,236 1,021
Discretionary bonus BBIEAT 1,410 685
Retirement benefits scheme contributions RNEFIET B3R 103 47
3,749 1,753

Their emoluments fell within the following bands: HENMESBR I TEE

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-ZE-ZF BE_Z—NF
+=A=+—H +=—A=+—8
IEFE 1E71E A BAfE
HK$’000 HK$'000
FExT TAT
HK$500,001 to HK$1,000,000 500,001 7C 21,000,000/ 7T - 2
HK$1,500,001 to HK$2,000,000 1,500,0017& 7T 22,000,000/ 7T 2 -
2 2

During the year ended 31 December 2020 and the six-month period
ended 31 December 2019, no emoluments were paid by the Group to
the Directors or the five highest paid individuals as an inducement to
join or upon joining the Group or as compensation for loss of office.

HEZZ TS+ -_A=1+—RILEFERHE=ZT—N
F+ZA=+—BIANEASRE  AEELEAE S
AEGERHFMA TSRS ERFEMAIRIMARSE
[0 2 SEEN SRR B 2 I (E o
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

10. FINANCE COSTS

10. BE A

Six-month

Year ended period ended

31 December 2020 31 December 2019

BZE-_S—_8F HE_T—NF

+=A=+—8 +=ZR=+—H

f: ;5 1E751E A BAfE

HK$’000 HK$'000

FTHET FHET

Interest on other borrowings HihEERS - 131
Interest on lease liabilities (Note 19) HEaERN L @19 48 46
48 177

11. GAIN ON DEBT RESTRUCTURING

The creditors’ scheme under the Group’s restructuring (the “Creditors’
Scheme”) was approved by the requisite statutory majorities of the creditors
at the meeting of Creditors’ Scheme held on 5 July 2019. The Creditors’
Scheme was also sanctioned by the Grand Court of Cayman Islands and
High Court of Hong Kong on 16 July 2019 and 22 July 2019 respectively.
Accordingly, the Creditors’” Scheme became effective on 25 July 2019.

Pursuant to the Creditors’ Scheme, the Company transferred its claims,
rights to claim, rights to any assets and the entire equity interests of its
subsidiaries (the “Subsidiaries”) to the Creditors’ Scheme on 25 July 2019,
the effective date of the Creditors Scheme (the “Transfer”). Accordingly, the
companies which were deconsolidated by the Group from 1 January 2014
(the “Deconsolidated Companies”) and classified as financial assets at FVOCI
were disposed through the Transfer. The major Deconsolidated Companies
were shown below:

—

BEE R R ER B E BB R A A)Fujian Agrotech Holdings Co., Ltd*

BMERTERIZ A R A B]Fuzhou Agrotech Crop Science Co., Ltd.*

B EY TR EITHBR A AlFujian Agrotech Bioengineering Co.,

Ltd.”

TP R 2 R AR A BlJiangxi Haolun Agrotech Co., Ltd.*

HRE e A2 2R BR 2 AlHunan Haolun Agrotech Co., Ltd.*

ST RS R 2 2RI AR A BlJiangsu Haolun Agrotech Co., Ltd.*

YRR B ERHE A R A A]Hainan Haolun Agrotech Co., Ltd.*

ILPERTTE R4 TA2F 3 AR 22 FlShanxi Astrowood

Bioengineering Development Co., Ltd.*

9 BRI — B4t THBR A &lJinan Yinong Chemical Co., Ltd.*

(100 REE=m4EREZERER 2 FFujian Sanming Agrotech
Landscaping and Plant Protection Co., Ltd.*

(1)  wEERESERYESR A BFujian Agrotech Oriental Import and
Export Co., Ltd.*

(12)  ILFE R B ERHE AR A 8lShandong Haolun Agrotech Co., Ltd.*

BITTE BT

@

*The English name is for identification purpose only.
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Notes to the Consolidated Financial Statements (Continued)

11. GAIN ON DEBT RESTRUCTURING (Continued)

The Directors considered that Group lost control over the Deconsolidated
Companies from 1 January 2014.

After the Transfer, dividend distributed by the Subsidiaries and the
Deconsolidated Companies (hereinafter collectively referred to as the
“Excluded Companies”) or recovery from the Excluded Companies, if
any, would be distributed to the creditors under the Creditors’ Scheme
(the “Scheme Creditors”) subject to adjudication. In addition, on the same
date, a cash payment of HK$80,000,000, being partial proceeds from the
subscription and new placing as defined in Note 28 was transferred to the
Creditors’ Scheme and all the claims of the Scheme Creditors against, and
liabilities of, the Company were discharged and compromised in full other
than the payables in relation to professional fees for the Group's restructuring.

Therefore, a gain on debt restructuring under the Creditors’ Scheme of
approximately HK$844,894,000 was recognised during the six-month period
ended 31 December 2019, being calculated as follows:

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

11. BEEAWE (8

EERALEEA -2 —NF— A BREEAHTE
BAHEATMEIE -

REE% - WERARRTBREFTERE A THES
[BRINATLD) Fr o RSk B BRINA B EIEI AR B (10 ) 1
DIRTEEAGEE THERA ((GrEIEEAD F&
TE) ° Mo - RREIA ¢ B&143880,000,000/5 7T (BIsREE
FERFRE (BERWF28) WIS TS HIE) EEA
ERAGEIRA AR EIERANERRRAR
(B SEEHE BXEERARMANRBRIN S ERR
K AfE

E it - EREAGTEITE T 2 B E A E49844,894,000
BIEHE-_T-hF+=-A=+—H1NEABEE
2 BRI T A E

Six-month
period ended

Note 31 December 2019
HE-_ZT—NEF
+=A=+—8
P E 1E71E A #ARE
HK$'000
FHT
Assets transferred pursuant to the Creditors’ Scheme: BEEEAGICESEEE .
Financial assets at FVOCI, representing equity interests in BATHEGFAHE2EN S EEE
Excluded Companies (RE|RERINA Rl Z Bk zs) -
Cash He (i) (80,959)
Liabilities discharged pursuant to the Creditors’ Scheme: 1RIEERE AT EIMBRELE :
Other payables and accrued expenses HAb B FIA R AT 29,621
Borrowings BE 7,358
Corporate bonds NAElESH 45,000
Taxation payables FESFRIR 6,678
Amounts due to Deconsolidated Companies ERTBEETTERARKFKIE 136,097
Convertible bonds AR ES 701,099
925,853
Gain on debt restructuring B ERAK 844,894
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

11. GAIN ON DEBT RESTRUCTURING (Continued) 11. EXEHWE (B
Note: PitaE -
[0) Cash outflow arising from debt restructuring (0] BESEAMEEZReRE
Six-month
period ended
31 December 2019
HE=Z—NF
+=-—A=+—~H
1E75fE A B
HK$'000
FTT
Cash payment to the Creditors’ Scheme XA FERAGTEINE SR 80,959
Restructuring expenses, totalling approximately HK$20,132,000 were BHE_T-NF+-A=+—HLEAEAPEELESERS S
incurred during the six-month period ended 31 December 2019, F4920,132,000 7T - RIECEREBHE  ZEREXER
representing corporate finance advisory fee, legal and professional LA Rz EcAth, ©
fees and others.
12. PROFIT BEFORE INCOME TAX 12. BRATBFHADER
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-Z_ZF BE-Z—NF
+=A=+-—AH +=—A=+—8
LHFE 1E7XME A B
HK$’000 HK$’000
FHAT FHT
Profit before income tax is arrived MR BT R AT ﬁﬁf B MBRAT
at after charging: FIRBENR
Amortisation on intangible assets (Note) | A () 17,063 6,303
Intangible assets derecognition upon RE HITERER IETER
contract completion R EE 720 =
Auditor’s remuneration AL GlE=AT) 560 490
Depreciation of AT ziheE
— Owned property, plant and equipment —BBYE - BENMERE 175 88
- Right-of-use assets —EREEE 1,513 756
Employee benefit expense (including directors’ EERAAX (BIEEE
emoluments (Note 9)) (Note 8) Bl (M £9)) (iE8) 24,470 14,105
Interest on lease liabilities HEAEML 48 46
Impairment losses on trade receivables B 5 EWEIE 2 R EEE 92 149
Note: Amortisation on intangible assets is included in “Administrative and Miz : EFREENBEERSREASBRIEMEME

other expenses” in the consolidated statement of profit or loss and other
comprehensive income.
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13.

Notes to the Consolidated Financial Statements (Continued)

GEMBHHREME (H)

For the year ended 31 December 2020
BHE_Z-_ZTF+_A=-+—HLFE

INCOME TAX EXPENSE 13. FI3FiAX
Hong Kong profits tax has been provided at the rate of 16.5% (six-month HE_Z-_ZFF+_A=+HIFE  BENEH
period ended 31 December 2019: 16.5%) on the estimated assessable B ERREFER16.5%(HE-E—ALF+=A
profits arising in Hong Kong during the year ended 31 December 2020. =+—RB1E/NE A : 16.5%) fEH BE - BIERIE
Under the two-tiered profits tax rates regime, the first HK$2,000,000 (2019: MRS - 52 F2Ar ERREFE2,000,0008 TR
HK$2,000,000) of assessable profits of this subsidiary are taxed at 8.25% 8.25% (HE—_T—NF+-_A=+—HILEEAH
(six-month period ended 31 December 2019: 8.25%) and the remaining fi : 8.25%) Bl LA T Z FERTUR MBI 16.5% (B =
assessable profits are taxed at 16.5% (six-month period ended 31 December —E-NAFF+_A=+—HINEAAHRE : 16.5%) &
2019: 16.5%). i o
The amount of taxation in the consolidated statement of profit or loss and GAERREMEERERPOHESES
other comprehensive income represents:
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-_ZT_-ZF HE-_Z—hF
+=A=+-—H +=A=+—8
IHFE 1E7NfE A 2R
HK$’000 HK$’000
FHET FHT
Current tax BNEAREIE
— Hong Kong profits tax —BATEM 12,819 4,464
— Underprovision in prior years —BEFERETRE 180 -
12,999 4,464
Deferred tax (Note 27) RERIA (Fi7E27) (2,934) (1,040)
Income tax expense s i 10,065 3,424
Reconciliation between income tax expense and accounting profit at FrafiE Y EiEAR R e WENT
applicable tax rates is as follows:
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-_Z-THF BHE_Z—hF
+=A=+-H +=—A=+—8
IHEE 1E7<18 B AR
HK$’000 HK$'000
FiT FHT
Profit before income tax BRETS B A& A 58,773 845,758
Tax calculated at the applicable Hong Kong profits tax %3 B &7 FIS Fi i R st E R B 18
rates (2019: 16.5%) (ZZ—NF : 16.5%) 9,697 139,550
Income tax at concessionary rate RERBEGE 2GR (165) (165)
Tax effect of non-taxable income BERRBRAZ B & (178) (139,780)
Tax effect of non-deductible expenses PARASZ 2 B2 14 3,501
Underprovision in prior years BEFERETRE 180 -
Tax effect of temporary differences not recognised REREREEZE IR E 23 (58)
Tax effect of unused tax losses not recognised RERARBATBEB 2R 2 494 376
Income tax expense s 10,065 3,424
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

14.

15.

EARNINGS PER SHARE ATTRIBUTABLE TO 14.

THE OWNERS OF THE COMPANY

The calculation of basic and diluted earnings per share attributable to the
owners of the Company is based on the following data:

RRBERABEZSRER

ARFGEE AR BIRERNREERF TR AT BugRst

=

Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-Z-EfF HE-Z—hF
+t=A=+-H +=RA=+—H
LHFEE 1B~ 18 A B8R
HK$’000 HK$'000
FHERT FHET
Earnings BF
Earnings for the purposes of basic and diluted earnings #tat & &R E AN K #5822 F|
per share (profit for the year/period attributable to the 2 Z&F| (AR AHEA A&
owners of the Company) EARFE,/Hif 2 i F) 48,708 842,334
Number of shares RDEE
Weighted average number of ordinary shares in M EEREAREERF
issue for the purposes of basic and diluted ZEBTTRRK
earnings per share A&7 hnee 1525 1,139,330,190 1,003,788,407

There were no potential ordinary share in issue for the year ended 31
December 2020 and the six-month period ended 31 December 2019.
Accordingly, the diluted earnings per share presented are the same as the
basic earnings per share.

Dividend 15.

The Board does not recommend any dividend for the year ended 31
December 2020 and the six-month period ended 31 December 2019.

Da Yu Financial Holdings Limited Annual report 2020

BE_Z_ZF+_A=+—HIEFERHEE_Z—N
F+ZA=t+—HIEAEASHE  TEEBTEELR
f& - At - SREEAFETRERRZFIER -

3=
EFETRBRERE_P-BF+-A=+—ALLF

ERBZEZZE-NF+ZA=+—HI1/<E 8 B EM
BB -



Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
BHE_Z-_ZTF+_A=-+—HLFE

16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - BERZE
Office Leasehold
equipment improvements Total
MAERE HEWEEE st
HK$’000 HK$’000 HK$’000
FET FET FET
Cost 2%
At 1 July 2019 R_ZE—hFtA—8 = = =
Additions through acquisition of a subsidiary B E — B R TRE 458 15 473
Additions NE 2 - 2
At 31 December 2019 and RZZE—hF+=—A=+—8H
1 January 2020 k=T=FTF—A—H 460 15 475
Additions NE 23 - 23
Written off g (Y] = (7)
At 31 December 2020 R-B-ZEF+=-A=+—H 476 15 491
Accumulated depreciation AiHinE
At 1 July 2019 RZE—hF+tHA—H - - -
Depreciation e 85 8 88
At 31 December 2019 and R=ZF—hF+=-_A=+—H
1 January 2020 E=—Z-_FF—H—H 85 3 88
Depreciation e 170 5 175
Eliminated on written off T s 3 8 (7 = (7)
At 31 December 2020 R-EB-_ZTF+-A=+—H 248 8 256
Carrying amount BRE{E
At 31 December 2019 RZE-—hF+=ZA=+—H 375 12 387
At 31 December 2020 R-ZB-_ZEF+=-A=+—H 228 7 235
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

17. GOODWILL 17. &
The amount of goodwill capitalised as an asset, arising from acquisition of a AE-—FMNEBARmMENMAEEZR B ZEBEN
subsidiary, is as follows: T
HK$'000
FHTT
Cost 2%
At 1 July 2019 RZZE—h&F+tHA—H -
Additions through acquisition of a subsidiary FRKE—FHNBARRE 302,965
At 31 December 2019, R-ZB-hE+=-A=+—H-
1 January 2020 and —E-EF-HA-HRK
31 December 2020 —E-EF+-A=t+-—H 302,965
Accumulated impairment HEPRE
At 1 July 2019, RZZE—NFLtA—R -
31 December 2019 and —T-NAE+ZA=+—HBR
1 January 2020 —T-FTF—A—H -
Impairment loss BIEETE -
At 31 December 2020 R-B=BF+=-A=+—H -
Carrying amount IRTEE
At 31 December 2019 RZZE-NF+-A=+—H 302,965
At 31 December 2020 RZBZBF+=HA=+—H 302,965
For the purpose of impairment testing, goodwill is allocated to the CGUSs, HREARNS  BESREEReEELSLN - FERRK
each of which represent an operating and reportable segment of the Group, as REE R ERMATFREFT - 20F -
follows:
2020 2019
ket 3 —T-NEF
HK$’000 HK$'000
T FHT
Corporate finance services, investment and others TEMERS WEREM 268,373 268,373
Asset management services BEEERE 34,592 34,592
302,965 302,965
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Notes to the Consolidated Financial Statements (Continued)

17. GOODWILL (Continued)

Impairment testing of goodwill and intangible assets

The recoverable amounts of the CGUs have been determined from value in use
calculations based on cash flow projections from formally approved budgets
covering a five-year period. Cash flows beyond the five-year period are
extrapolated using an estimated weighted average growth rate of 2.5% (2019:
3%), which does not exceed the long-term growth rate for the advisory and
asset management industry in Hong Kong. The cash flows are discounted
using discount rates of 14.5% and 14.4% (2019: 16.0% and 16.4%) for
segments of corporate finance services, investment and others and asset
management services respectively. The Directors concluded that the CGUs
demonstrate they will generate sufficient cash flows from their operations that
justify the carrying value of the goodwill and hence no impairment of goodwill is
necessary as at 31 December 2020 and 2019.

Assumptions were used in the VIU calculations of the CGUs for 31 December
2020 and 2019. The following describes each key assumption on which
management has based its cash flow projections to undertake impairment
testing of goodwill and intangible assets:

17.

GEMBHHREME (H)

For the year ended 31 December 2020
BHE_Z-_ZTF+_A=-+—HLFE

BE (&)
HHEREREEETRENR

BEeEABMMAIKRECENEREENEEE - 1LY
RIBERIETEE CRERFHE) MRS RIEN - AF
HMEEER S TAGET INEF L RE2.5% (ZF— 1
F 3% HE  HEBHEEERREESIETEN
REERE - PERMERY - REREMDIBUAREE
BEERESHFNBRESRESER14.5K14.4% (=%
—NEF : 16.0%%16.4%) BBLIRRBEER - EERA -
ReESABURAREEEESRENRH S REFHN
BNEME BER-E_BFER_FT—-NF+=-A
=+—HEXNEEITRERERR -

RZZZZTFR-F-NF+=-A=1+—H8 ' BREAR
FEReELABEMNFERERE BEE#TLIRNER
EREEREARKEIRSREMANSEEREZN
T~

Corporate finance services,
investment and others

EEBMERE - RERHAM

2020 2019
—E-ZF —T-hF
Discount rate PR = 14.5% 16.0%

Operating margin within the five-year period
Revenue growth rate within the five-year period

HEHRAREENE
hFEPRANKEERE

71.3% - 71.8%
3.5% -5.0%

72.3% - 72.5%
3.3% - 4.5%

Terminal growth rate KA R E 2.5% 3.0%
Asset management services

EEEERY
2020 2019
—ECEF —T-hEF
Discount rate PR = 14.4% 16.4%
Operating margin within the five-year period AFHAR AR L& FE 34.0% - 41.8% 40.0% — 45.7%
Revenue growth rate within the five-year period A FHRAR KL R E 0.2% 0.3% - 0.4%
Terminal growth rate KABRE 2.5% 3.0%
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(%)

For the year ended 31 December 2020

@K

17.

ZERE+ A=+ -RLEFE

GOODWILL (Continued)

Impairment testing of goodwill and intangible assets
(Continued)

The revenue growth rates and operating margin within the five-year period
are based on past performance and management’s expectations of market

17. BE (@)

HHEREREEETRENR (E)

T HRAR RS R ENE E N EER BENEEN
EEEHTISERME -

development.
The discount rates used is pre-tax and reflect specific risks relating to the FrRRAIR R AR TIAT - I RELELMERE E LA AR E R
relevant CGU. % o
Carrying
VIU amount of CGU Headroom
REELEN
fERERE IREE =
HK$’000 HK$’000 HK$’000
FHET FHET FHT
As at 31 December 2020 R-ZB-_ZTF+=-A=+—H
Corporate finance services, investment and {>¥# @& R & M H A
others 374,125 341,411 32,714
Asset management services BEEERS 60,330 41,517 18,813
Total st 434,455 382,928 51,527
As at 31 December 2019 —NFE+ZRA=+—H
Corporate finance services, investment and 13 g E AR « & M H A
others 358,439 352,756 5,683
Asset management services BEEERY 56,631 47,955 8,676
Total “t 415,070 400,711 14,359

The above VIU and carrying amounts of CGU represent the VIU and carrying
amount of goodwill and intangible assets attributable to each CGU as at 31
December 2020 and 2019. Property, plant and equipment and right-of-use
assets are not shown in the above impairment assessment since there was
no impairment indicator as at 31 December 2020 and 2019.

VIU have been determined by a firm of independent professional valuer,
Greater China Appraisal Limited, using valuation techniques.

The management believes that any reasonably possible change in any of
these key assumptions would not cause the aggregate carrying amount of
the above CGUs to exceed the VIU of those units.

For asset management services segment, current sole asset management
services contract will be ended on 31 December 2021, and the Group has
received no indication from SHK Hong Kong Industries Limited (“SHK”) as to
whether the investment management contract will continue or not.

For corporate finance services, investment and others segment, the Group
entered into corporate finance services contract amount of approximately
HK$40,200,000 (2019: HK$47,700,000) and expects performance
obligations will be satisfied in the coming 12 months as at 31 December
2020.
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18.

Notes to the Consolidated Financial Statements (Continued)

GEMBHEEME(E)

For the year ended 31 December 2020
HE-_Z-ZF+_A=-+—HILTFE

INTANGIBLE ASSETS 8. BE&EE
Investment
management
agreement Backlog  Trade name SFC licences Total
(Note i) (Note ii) (Note iii) (Note iv)
REEEGE w8 BEE  REEER @t
(Bif ) (B i) (B =i (Miztiv)
HK$000 HK$000 HK$000 HK$'000 HK$'000
TR TR TR TERT TERT
Cost BA
At 1 July 2019 RZZ-NF+tA—H - - - - -
Additions through acquisition of a subsidiary ~ EBYE—HIBARRE 15,560 15,705 69,044 3,740 104,049
At 31 December 2019 ﬂﬁt A=+—
and 1 January 2020 —Z-T5-f—H 15,560 15,705 69,044 3,740 104,049
Derecognition upon contract completion REH ﬁfﬁ%%’?iﬁﬁw - (1,071) - - (1,071)
At 31 December 2020 R-ZB-BF+=A=t+-H 15,560 14,634 69,044 3,740 102,978
Amortisation and impairment BHRRE
At1 July 2019 RZZE-NFtA—H - - - -
Amortisation B 2,683 2,181 1,439 - 6,303
At 31 December 2019 RZE-NE+=A=1+—H
and 1 January 2020 kZZ-TF—-F—H 2,683 2,181 1,439 - 6,303
Amortisation Bty 6,438 7,173 3,452 - 17,063
Derecognition upon contract completion REDTERRAR IERERR - (351) - - (351)
At 31 December 2020 R-B-ZF+-A=+-H 9,121 9,003 4,891 - 23,015
Carrying amount BREE
At 31 December 2019 “E-NEFT-A=t-H 12,877 13,524 67,605 3,740 97,746
At 31 December 2020 RZB-BF+-A=+-H 6,439 5,631 64,153 3,740 79,963
Notes: B
0] The carrying amount HK$6,439,000 (2019: HK$12,877,000) of investment [0) REEE H#MNIREE 6,439,000 (ZF— N

management agreement relates to a management agreement entered into
with SHK under asset management services segment, thus its carrying
amount is attributable to asset management services CGU.

The carrying amount HK$5,631,000 (2019: HK$13,524,000) of Backlog
relates to service agreements for the provision of transaction financial
advisory services whereby the services have not been fully performed at
25 July 2019 under corporate finance services, investment and others
segment, thus its carrying amount is attributable to corporate finance
services, investment and others CGU.

During the year ended 31 December 2020, certain advisory service
agreements included in the Backlog were completed ahead of schedule.
This caused a change in useful lives of intangible assets is being accounted
for prospectively and has resulted in an increase in amortisation charges
for the year of approximately HK$1,938,000 from what it would otherwise
have been. Certain advisory service agreements were early terminated and
the corresponding intangible assets with carrying amount of approximately
HK$720,000 were derecognised out during the year.

(i)

F : 12,877,000/ 7T) * IEEFI THEEEEE D A
BB MERAERBREEEERSELE

fi

GFEMKHEEAS,631,0008 L (ZE—NF :
13,524,000 7T) 1A BAR 4L 5 I %5 A S AR 7%
MR HRE  MZSRBAERR-_ZT-—NFLA
T+ REREBCERERS REREMOBEH
BT AWEEREERERNCEMERE - 8ER
HAibIRSELEN -

BE_Z_ZHE+_A=+t—RLFE  BxiK7|
ANEEETH®EARE W% - BV EEMNAEBEF
HEHRRGRANK - WEREHERANFARER

AHEIN#D1,938,000/8 7T © & T ARG R 74
1E - IARFEARBRE{EXI720,0008 THREETL & E
BEE -
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

18.

19.

INTANGIBLE ASSETS (Continued)

BIEE (B

Notes: (Continued) FisE : ()

(i)~ This relates to trade name of “Yu Ming” in Hong Kong since its (iii [H8] B —NNANFEBBEMELIAR - EFE
incorporation in 1996 for providing corporate finance advisory and asset RECERMEBMREEEERENEEEHE -
management service in Hong Kong.

(iv)  SFC licenses relate to the licenses that are essential for carrying out Type (iv) HEEEIRE Ta RIBRCES RGO HEE1REGFE
1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising 5X5) E(EFREER) - Fols (BigE
on corporate finance) and Type 9 (asset management) under the SFO Eﬂﬁk@%iﬁﬁ)&%%ﬁ@ﬂ%ﬁ?”ﬂi) (B &es
(collectively the “SFC Licenses”). By holding the SFC Licenses, Yu Ming SEBDAVFEOER TR EEESHEE &
would avoid the expenditure that was required to incur for obtaining the SFEREANERESMBMELENMERRY
SFC Licenses.

(v) The recoverable amounts of the intangible assets have been determined (v) B EAEMRIRE S EHRBEN 7R ENER
from value in use calculation as disclosed in Note 17. BETH -

LEASES 19. {HE

The Group has lease contracts for office premises used in its operations. REEREREXEBLEZHAENMEZHAESR -

Lease of office premises generally have lease terms of 21 months. WMAEYEHERE A21EAR -

(a) Right-of-use assets (a) FREEE
The carrying amounts of the Group’s right-of-use assets and the AEBFEAREENEERAELRREE HERK
movements during the year/period are as follows: FHUT :

Office premises

WAEYE

HK$’000

FET

At 1 July 2019 RZZE-NF+A—H -

Additions through acquisition of a subsidiary BRWKE—FHNBARANE 2,647

Depreciation e (756)
At 31 December 2019 *jLiJr E+ H

and 1 January 2020 —ET-TF—HA—H 1,891

Depreciation e (1,513)

At 31 December 2020 R=2=FF+=-A=+—H 378
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Notes to the Consolidated Financial Statements (Continued)

19. LEASES (Continued) 19.
(b) Lease liabilities

The carrying amount of lease liabilities and the movements during the

GEMBHHREME (H)

For the year ended 31 December 2020

BE_Z_EF+-_A=+—HIFE

HE (&)
(b) BESEE

AEEHE A BENRAERNFEHEAng

year/period are as follows: IR -
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-ZB-ZfF HE-Z—hF
+=A=+—8 +=-A=+—8
LHFE 1E7< 18 A 8Af
HK$’000 HK$'000
FHERT FAT

At 1 January 2020/ RR=ZZ=_ZE—HF—H/

1 July 2019 —T-NAFtA—H 1,910 -
Additions through acquisition of a subsidiary BBWE—FEHBARIRE - 2,647
Accretion of interest recognised during the HAR,FE RN E R

year/period H S IE IR 48 46
Payments IR (1,568) (783)
At 31 December 2020/ R-B-BF+=-A=+—-8/

31 December 2019 ZE-AF+=HA=t+—H 390 1,910
Analysed into: DR

Current portion MENER D 390 1,520

Non-current portion FETREN S - 390

(c) The amounts recognised in profit or loss in
relation to leases are as follows:

() REZTEIANEEEABREN
T

Six-month

Year ended period ended

31 December 2020 31 December 2019

BE-_ZE_ZF BHE_ZT—NF

+=A=+-—AH +=-—A=+—~

LHFE 1E7NfE A B

HK$’000 HK$'000

FHET FHT

Interest on lease liabilities HEBENS 48 46
Depreciation of right-of-use assets FREEENSE 1,513 756
Total amount recognised in profit or loss REETHEIANR SR 1,561 802

ARBRESBERERAF 2020F &

125



Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

19. LEASES (Continued) 19. #HE (&)
(d) Total cash outflow for leases included in the (d ZEBESRERTEFENHEERS
consolidated statement of cash flows is as FAHAEEMT
follows:
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-_Z_ZF BE—_Z—h&F
+=A=+-—H +=—A=+—8
IEFEE 1E75 M@ A BAfE
HK$’000 HK$'000
FET FHET
Within financing activities AR 1,568 783
20. OTHER ASSETS 20. HWEE
2020 2019
—E-EF —E-NF
HK$’000 HK$'000
FET THT
Dealer deposit with the SFC BESXIFIEES - 50
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21.

Notes to the Consolidated Financial Statements (Continued)

CONTRACT ASSETS AND CONTRACT
LIABILITIES

The Group has recognised the following revenue-related contract assets and
contract liabilities.

GEMBHHREME (H)

For the year ended 31 December 2020
BHE_Z-_ZTF+_A=-+—HLFE

BREERGNAE

AEEDERA T RSARANEERANAR -

2020 2019
—E-ZF —T-NF

HK$’000 HK$’000

FHET FHT

Contract assets BHEE 53 150
Contract liabilities aHaE 13,969 16,200

The timing of revenue recognition, progress billings to customers and
payments on amount received from customers would affect the amount of
trade receivables, contract assets and contract liabilities recognised as at the
reporting date on the statement of financial position.

The expected timing of recovery or settlement for contract assets and
contract liabilities is as follows:

WaHERRRE - BRNRPEERKERTPNREES
SR EUBHRRRTRBE B HEERNE 5 EUR
B ANEERGHNABENESHE -

BHEERGNABETKRESGEERRENT

2020 2019
—E-EF —E-NF
HK$’000 HK$’000
FHT FHT
Contract assets BHEE
Within one year —&FR 53 150
Contract liabilities EHEaE
within one year —FR 13,969 16,200

The contract liabilities mainly relate to the advance consideration, including
payments on account, received from customers prior to delivering of services
by the Group. When the Group receives a deposit before the service
commences, this will give rise to contract liabilities at the start of a contract,
until the revenue recognised on the relevant contract exceeds the amount of
the deposit.

BREBETZERAEEPMEHRE A B TP KRN
RIBER - BERR - EREERBHGMKEIES
o ENESRRBKELEARERE  HEIERBAR
FHERNRABBES AL

ARBRESBERERAF 2020F &
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

21. CONTRACT ASSETS AND CONTRACT

LIABILITIES (Continued)

Movements in the contract liabilities during the year/period are as follows:

21. ENEERENREGE

RERE/HHAR - SHEENESIT

Six-month
Year ended period ended
31 December 2020 31 December 2019
HE-_ZT-ZF HE-_ZT—hF
+=A=+-8 +=-—A=+—~
LEE 1E7N1E A AR
HK$°000 HK$'000
Fix FAT
At 1 January 2020/ R-—Z=-ZTF—HF—H/

1 July 2019 —E-NFtA—H 16,200 -
Additions through acquisition of a subsidiary FERYE-NBARRE - 15,183
Revenue recognised that was included in the contract REE /BRI A HaEEHZ

liabilities balance at beginning of year/period B R (6,800) (6,883)
Increase due to cash received, excluding amount REE/HRVEE KRS (TeERER

recognised as revenue during the year/period AWEEHEEE) Mg 4,569 7,900
At 31 December 2020/ R=B=BF+=-A=+-8/

31 December 2019 —E-hnF+=A=+—H 13,969 16,200

22. TRADE AND OTHER RECEIVABLES, DEPOSITS

PAID AND PREPAYMENTS

22 EERHEMEWIRE - ENRERA
INE/SC:]

2020 2019
—EBCBF —ENF
HK$°000 HK$'000
T FHT

Current Asset REBEE
Trade receivables (Note) E 5 relroE (fis:) 5,820 15,672
Other receivables HAth e Uy RIE 10 164
Prepayments B FIAE 309 289
Rental and utility deposits HE KBRS 341 341
6,480 16,466

Note:

The Group normally applies credit terms to its customers according

to industry practice together with consideration of their creditability,
repayment history and years of establishment. Each customer has a
maximum credit limit. The Group seeks to maintain strict control over its

outstanding receivables. Overdue balances are regularly reviewed by senior

management.

The Board considers that the fair values of trade and other receivables which

are expected to be recovered within one year are not materially different from

their carrying amounts because these balances have short maturity periods

on their inception.
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22. TRADE AND OTHER RECEIVABLES, DEPOSITS
PAID AND PREPAYMENTS (Continued)

The ageing analysis of the carrying amount of the Group’s trade receivables as
at the reporting date, based on invoice dates, is as follows:

Notes to the Consolidated Financial Statements (Continued)

GEMBERME

(n-ﬁ)

For the year ended 31 December 2020
HE_Z_ZFT_A=T—HILEFE

22. EZREMEBYRKE
T RRIE ()

BREC DTN

REEE S RYGRREER R E

ENRERA

B EER &R A

2020 2019

—E-ZF —T-NF

HK$’000 HK$'000

FET FAT

Within 30 days 30HA 299 7,174
Over 30 days but within 60 days #BB30HEMR60R A - 6,413
Over 60 days but within 90 days #BBE0H B0 A - 296
Over 90 days but within 365 days HBIBO0HEM365H A 5,521 1,333
Over 365 days 8333651 - 456
5,820 15,672

At each reporting date, the Group reviews trade receivables for evidence of
impairment on both individual and collective basis.

St

?ﬁ’@%

P==3
=
i

H
AEHBR DB RERE

H NEEEMESRKFOR - AER] K

As at 31 December 2020 and 2019, loss allowances of approximately N_E_EFR_E-NF+_A=+—"HB #REBES
HK$241,000 and approximately HK$149,000 were made against the gross ﬁg\ukﬁy\lﬁ,ﬁv@ﬁﬁf’ﬁﬁ}gﬁ}ﬁ%1ﬁp B#9241,0007% 7T KR4
amount of trade receivables respectively. 149,000 7T ©
Movement in the loss allowances amount in respect of trade receivables HE-ZE-EF+-_A=1+—HIFEEEREEZE=-Z—N
during the year ended 31 December 2020 and the six-month period ended FH+—_A=+—HIt/NERHM - LE S ERFIEEL
31 December 2019 is as follows: EiERE 2 EENT
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-ZT-ZF HE-_T—NF
+=RA=+—H +=A=+—8
LHEE 1E7}1E A A
HK$’000 HK$'000
FTET FHT
At 1 January 2020/ R—ZE-ZTF—HA—H/

1 July 2019 —Z-hnEFtHA—H 149 -
ECLs recognised during the year/period REE /B AERNBSHEERE 92 149
At 31 December 2020/ RZB-BF+-A=+-8/

31 December 2019 —E-AF+=A=+—H 241 149
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRMAE

(mﬁ)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

24,

25.

23. AMOUNT DUE FROM A RELATED COMPANY 23. B —EEEE A TFIE
2020 2019
—EB-SF —EhF
HK$’000 HK$’000
FHET FHT
Trade in nature B5tE 31,659 4,902
The amount due from a related company is unsecured, interest free and el —FHRE AR RIBEAEER R ERARENKE
repayable on demand. o
The relationship and transactions with the above related company are B8 |- it BB B AY BB R A1 2 S FE KT 2E31 (i) (@) F131 (i) (o)
disclosed in Notes 31(i)(a) and 31(i)(b). -
FINANCIAL ASSETS AT FVPL 24, RAFEFABRNBKEE
2020 2019
—BCEF —ENF
HK$’000 HK$'000
FHT FHT
Financial assets BKEE
Equity securities held for trading FIEEE 2 RAFE 5
— Listed in Hong Kong —REBLT 9,186 1,093
Financial assets at FVPL are denominated in HK$. BAFEF ARSI IEEENSITEHE ©
Fair values for these instruments have been measured as described in Note ZEMBTANRATHERHT = - 1AMTEE36.7FTl ©
36.7.
These financial assets are subject to financial risk exposure in term of price ZEM TG A EARZ S RERRR 2 SRR
risk.
CASH AND CASH EQUIVALENTS 25. ReRATEEY
2020 2019
—EBoEHF —E—hF
HK$’000 HK$’'000
FHET FHT
Cash on hand and at banks FHERFITRE 3,320 2,019
Short-term time deposits 52 HATE BT K 80,696 37,856
Cash and cash equivalents BeMREEEY 84,016 39,875

Included in cash and cash equivalents of the Group is HK$355,000 (2019:
HK$901,000) and Nil (2019: HK$1,000) of bank balances denominated in
United States dollar (“USD”) and Renminbi (“RMB”) respectively. The Group
did not have significant exposure to foreign currency risk at 31 December

2020 and 2019.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

26. CONVERTIBLE BONDS 26. AIARES
The carrying value of the liability component of the convertible bonds is as ARREFAESSMRmENT
follows:
2020 2019
TEDEF —E-NF
HK$’000 HK$'000
FET FET
At 1 January 2020/ W-_Z-_ZTF—H—H/
1 July 2019 —E-hFtA—H - 701,099
Liabilities discharged pursuant to the Creditors’ BIREE AT SRR AE
Scheme (Note 11) (PFiF=E11) - (701,099)
At 31 December 2020/ R-B-—=F+=-A=+—-8~
31 December 2019 —E-hAE+=ZA=+—H - -
27. DEFERRED TAX LIABILITIES 27. EEBEEHE
Deferred taxation is calculated in full on temporary differences under the EERIBENREEAEAERAE LA RE S EEE2
balance sheet liability method using principle taxation rate of 16.5% for H OmMEBEE_Z_ZF+_A-t+—HALFEREEZ
the year ended 31 December 2020 and the six-month period ended 31 E-NEFEt+-A=1t—HItNEALHRERANEEH X
December 2019. The following is the major deferred tax liabilities recognised 716.5% ° ATHIAEEE AN EZREHRIEAE
by the Group and the movements thereon during the year/period. REERN EAREE) o
Adjustment on intangible
assets arising from
acquisition of a subsidiary
R — MR A R
EENEBFEEELRAE
HK$°000
FExT
At 1 July 2019 RZE—NF+tH—H -
Additions through acquisition of a subsidiary EBWE B ARIRE 17,168
Credit to profit or loss for the period (Note 13) ST A BB (PHEE13) (1,040)
At 31 December 2019 and 1 January 2020 RZE—NF+ZA=+—HBER=_Z=-_ZTF—H—H 16,128
Credit to profit or loss for the year (Note 13) FTAFEREZ (MFE13) (2,934)
At 31 December 2020 R-B-ZEF+=H=+—H 13,194
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

28. SHARE CAPITAL 28. B4
Number of shares Amount
RHEHE x|
HK$'000
FHT
Authorised: EIE
Ordinary shares of HK$0.10 each FRR0.10E T2 EiBAR
At 1 July 2019 R-_E—hFtHA—H 3,000,000,000 300,000
Increase in authorised share capital (Note (i)) VETE BRI 1 (Bt (i)) 7,000,000,000 700,000
At 31 December 2019, R-ZB-hE+=-A=+—H"
1 January 2020 and —E-EF-HA-HRK
31 December 2020 —E-EF+-A=t+-—H 10,000,000,000 1,000,000
Number of shares Amount
BHEE kx|
HK$’000
FHT
Issued and fully paid: ERTRAR :
At 1 July 2019 R-ZE—hF+A—H 1,001,765,216 100,177
Capital Reorganisation (Note (i) A& A =48 (P 5E(7)) (901,588,695) (90,159)
Issue of shares pursuant to Subscription (Note (ii)) RIRRIE B IR BTG (FEa(i) 284,750,000 28,475
Issue of shares pursuant to New Placing (Note (i) AR RFAC & B TTRRAD (FIRE (i) 512,698,586 51,270
Issue of shares pursuant to Public Offer (Note (ii)) RIB AR B E BTG (FEk) 241,705,083 24,170
At 31 December 2019, R-ZB—-NE+=A=+—8 "
1 January 2020 and —E-EF-HA—-BRK
31 December 2020 —E-2F+ZA=+—H 1,139,330,190 113,933

Notes:

(i) On 25 July 2019, a Capital Reorganisation (as defined below) became
effective, pursuant to a special resolution passed in the Company’s
extraordinary general meeting on 22 May 2019, in which,

P EE -

0} RZZB-—NAFLA-+HA  BRAEHEFEZRT
X)ER - REARRR-_ZE-NFRA-_+-RHE
TR RIA S DRBMRFRIAZS - Hh

the nominal value of each share of the Company (the “Share(s)”) in
issue was reduced from HK$0.10 to HK$0.01 (the “Reorganised
Share(s)”) by cancelling HK$0.09 from the paid-up capital of each
issued Share, with each such Reorganised Shares treated as one
fully paid new share with a par value of HK$0.01 (the “Capital
Reduction”);

every ten (10) Reorganised Shares of HK$0.01 each in the issued
share capital of the Company immediately after the Capital
Reduction were consolidated (the “Share Consolidation”) into one
(1) new share of HK$0.10 each (the “New Share(s)”), the total
number of New Shares in the issued share capital of the Company
immediately following the Share Consolidation were rounded down
to a whole number by cancelling any fraction in the issued share
capital of the Company which arose from the Share Consolidation;

the entire amount standing to the credit of the share premium
account, convertible bond equity reserve and warrant reserve of the
Company on 25 July 2019 was applied to eliminate an equivalent
amount of the accumulated losses of the Company;
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Notes to the Consolidated Financial Statements (Continued)

28. SHARE CAPITAL (Continued)

Notes: (Continued)

U

(i)

(Continued)

d. the authorised share capital of the Company was increased
from HK$300,000,000 Shares divided into 3,000,000,000 to
HK$1,000,000,000 divided into 10,000,000,000 New Shares of
HK$0.10 (the “Authorised Capital Increase” and together with
the Capital Reduction and the Share Consolidation, the “Capital
Reorganisation”); and

G the credit arising from the Capital Reduction was transferred to the
contributed surplus account of the Company and was applied to
eliminate an equivalent amount of the accumulated losses of the
Company.

Subscription and new placing

On 28 December 2018, the Company entered into a subscription
agreement with Mr. Lee Wa Lun, Warren and certain employees of Yu Ming
(collectively, the “Subscribers”) for the subscription (the “Subscription”) of
a total of 284,750,000 new ordinary shares of the Company. On 25 July
2019, the Subscription has taken place and Subscription shares have been
allotted and issued to Subscribers at a price of HK$0.52 per share. The
Company received a net proceeds from the Subscription of approximately
HK$148,070,000, comprising share capital of HK$28,475,000 and share
premium of HK$119,595,000.

On 28 December 2018, the Company entered into a new placing
agreement with Sun Hung Kai Investment Services Limited for the placing
of 512,698,586 new ordinary shares (“New Placing Shares”). On 25 July
2019, all New Placing Shares have been allotted and issued to several
independent third parties at a price of HK$0.52 per share (“New Placing”).
Net proceeds of approximately HK$263,917,000 were raised, comprising
share capital of HK$51,270,000 and share premium of HK$212,647,000,
net of share issue expenses of approximately HK$2,686,000.

Public offer

On 28 June 2019, the Company proposed to made a public offer
of 241,705,083 offer shares at the offer price of HK$0.52 per share.
Subsequently, in July 2019, the Company has allotted 211,173,614 offer
shares to the public and 30,531,469 offer shares as reserved shares to
the qualifying shareholders under the preferential offering (as detailed in
the Prospectus of Company dated 28 June 2019 and announcement
of allotment results dated 25 July 2019), at the offer price of HK$0.52
per offer share. Net proceeds of approximately HK$122,951,000 were
raised, comprising share capital of HK$24,170,000 and share premium
of HK$98,781,000, net of share issue expenses of approximately
HK$2,736,000.

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

28. IR (48)

B - (8

(0

(i)

(&)

d. #8222 BATE B 2N 1 300,000,000 7T (9 &
3,000,000,0000%) 1 Z= 1,000,000,0007% 7T *
4 /10,000,000,000 A% * A EEO. 1087
BFTARD (DEERRANIE AN - 38 AR AN B
RIRGBEH - SiBAIIRAEAR]) : &

e. HER A HRE ERE R E E AR AN B
BHRP - TARHHEARRNRABEZ

SEEHE -

RBEBERHEE

RZE—NE+_A=+/\B KR AHEFERHG
EERBUETREE (GBAIRBAL TR
Wik - LR A A4S ££284,750,0000% % & i A%
(REFHE]) -R_B—hFLtA-+HB BB
HEDEBERDIEER0.528TT 2 BREE KRBT
FREA - NAF B RBEEBMATESRIEFELD
148,070,000/ 7T + B IEZN28,475,0007 7T & i (n
$#18119,595,000/8 7T

RZTE—NE+=-A=+/\B  AAFEFE
EREREERARLFESHE  UEEE
512,698,586 ¥ Ll (B ERMD]) - R=F
—hWEtA=-+FEA FEFEERNEERSR
0.52B T2 BHREEE KRBT TFETELE=1 ([
Bl ) - B &S558 FR847263,917,000/8 7T
BIERRAN51,270,00078 70 R AR 17 7% (B 212,647,000/
7T+ HIBRAR (5 2175 2 492,686,000/ 7T ©

DRABE

RZE-—AEXNAZ+N\B  RRBRBREBEE
FRR0.52/8 TIEE A8 5 241,705,083/% B & I%
B HE RZT—NEFtA  ARRCDKEE
BEREERMN0.52BITAAREE211,173,614
BREERDRBEBLIEERNESERROHEE
30,531,469 EERMIEATERB RN (FRAAA
B AT NAE AT/ \BNBEEEERAH
AR NFLtA-TRABEBNIEERAE) - B
EEFBHUEFEEEA122,951,000/8 7T © BIERA
24,170,000/ 7T & f 17 % 898,781,000/ 7T + kR
&7 21 TF X £92,736,000/8 7T ©
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

29. RESERVES

(a)

(b)

29. &
Group (@) A%£E
The amounts of the Group’s reserves and the movements therein are AEBNRESEREZHINGAERZETHR
presented in the consolidated statement of changes in equity. FEZ -
Company (b) AT
Convertible
Share  Contributed  bond equity Warrant  Accumulated
Note premium surplus reserve reserve Losses Total
TRRES
i BAEE BaBs RERE RRERRE ZithiE by
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FER TEL THT FER TERL
At 1 July 2019 RZZ-NEtA—-H 453,352 11,527 164,169 449 (1,638,210) (908,713)
Capital reorganisation KRR (d) (453,352) (11,527) (164,169) (449) 719,656 90,159
Issue of shares upon restructuring REARETRR 431,023 - - - = 431,023
Profit for the period BARF - - - - 669,345 669,345
At 31 December 2019 and RIF-NETZA=+-HR
1 January 2020 —Z-%5-A-H 431,023 - - - (149,209) 281,814
Loss for the year FRER - - - - (2,991) (2,991)
At 31 December 2020 RZZ-BE+-A=1-H 431,023 - - - (152,200) 278,823
(c) Nature and purpose of reserves of the Group (c) AEERAQATFEBEEERBEN
and the Company
(i)  Share premium and contributed surplus () ROEEREHEZE

Contributed surplus of the Company represents the difference
between the nominal value of the ordinary shares issued
by the Company and the net asset value of the subsidiaries
acquired through exchange of shares pursuant to the Group
reorganisation in 2000.

Under the Companies Law (Revised) of the Cayman Islands,
share premium and contributed surplus are distributable to
shareholders, subject to the condition that the Company
cannot declare or pay a dividend, or make a distribution out of
share premium and contributed surplus if (i) it is, or would after
the payment be, unable to pay its liabilities as they become
due; or (i) the realisable value of its assets would thereby be
less than the aggregate of its liabilities and its issued share
capital account.
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30.

Notes to the Consolidated Financial Statements (Continued)

RESERVES (Continued)

(c) Nature and purpose of reserves of the Group
and the Company (Continued)

(i) Convertible bond equity reserve

Convertible bond equity reserve represents the portion of the
net proceeds received from the issue of convertible bonds of
the Company that represented the equity component.

(iii) Warrant reserve
Warrant reserve represents the net proceeds received from the
issue of warrants of the Company.

(d) As a result of the Capital Reorganisation, share premium, contributed
surplus, convertible bond equity reserve and warrant reserve
included in the statement of changes in equity, totally approximately
HK$719,656,000, were transferred to the accumulated losses of the
Company.

SHARE OPTION SCHEME

The share option scheme adopted by the Company pursuant to a resolution
passed on 19 June 2013 was revoked, cancelled and terminated with effect
from the adoption of a new share option scheme (the “New Share Option
Scheme”) which was passed in the Company’s extraordinary general meeting
on 22 May 2019.

The Company operates the New Share Option Scheme for the purpose of
providing incentives and rewards to eligible persons for their contribution
to the Group and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the Group
or any entity in which the Group holds any equity interest (the “Invested
entity”). Eligible participants of the New Share Option Scheme include (1)
any employee (whether full-time or part-time) of the Group and any Invested
Entity; (2) any director (including executive, non-executive and independent
non-executive directors) of the Group or any Invested Entity; (3) any supplier
of goods or services to any member of the Group or any Invested Entity; (4)
any customer of the Group or any Invested Entity; (5) any consultant, adviser,
manager, officer or entity that provides research, development or other
technological support to the Group or any Invested Entity; or (6) any person
who, in the sole discretion of the Board, has contributed or may contribute
to the Group or any Invested Entity eligible for options under the New Share
Option Scheme summary of the principal terms of the New Share Option
Scheme set out in the Appendix IV to the Company’s circular on 27 April
2019. The New Share Option Scheme became effective on 25 July 2019
and, unless otherwise cancelled or amended, will remain in force for 10 years
from that date.

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

29. f#fE (&)

30.

(c)

(d)

AEERALFHELEREN
(&)

(i) TRREFRERE

A SRR 2 PR G SR B BT A A R AT
SRR S MR P S BB R (R A H

(iii) R

RIREE R B BT A D R R

WER RS HORBRE -

HARAREAR - RDRE - BERAL - ARRE
FEERRBRERRET AR Z L - 65
719,656,000/ 8 T H = AN FM RETEE ©

BRERTE

AAFRER =B — =45 A+ 1L B BBARHAERA
W BIDRE - SRR - ERATERE

2 ([xris st al))

F ZEBIRARBBRHER—FE N

FRA-+ - ANBRRESRIAS LERE -

ARRETERENS S ERB L REAERALHA
SEMAEHHER N, REEEAEBENREERRE
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B(RERR]) ABENANER © FBRERT
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REB N ER K E R A SR E B R B kiR
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

30. SHARE OPTION SCHEME (Continued) 30. BERRESTE (@)

136

The maximum number of unexercised share options currently permitted to
be granted under the New Share Option Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the Company in issue at any
time. The maximum number of shares issuable under share options to each
eligible participant in the New Share Option Scheme within any 12-month
period is limited to 1% of the shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or substantial shareholder
of the Company, or to any of their associates, are subject to approval in
advance by the independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an independent non-executive
director of the Company, or to any of their associates, in excess of 0.1% of
the shares of the Company in issue at any time or with an aggregate value
(based on the price of the Company’s shares at the date of grant) in excess
of HK$5 million, within any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 business
days from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. An option may be exercised in whole or in part
by the grantee (or his/her personal representative(s)) at any time before the
expiry of the period to be determined and notified by the Board to the grantee
which in any event shall not be longer than ten (10) years commencing on
the date of the offer letter and expiring on the last day of such ten (10)-year
period subject to the provisions for early termination as contained in the New
Share Option Scheme. There is no general requirement on the minimum
period for which option must be held before the exercise of any option.

The exercise price of share options is determinable by the Directors, but
may not be less than the higher of (1) the closing price of the New Shares
as stated in the Stock Exchange’s daily quotations sheet on the offer date;
(2) the average of the closing price of the New Shares as stated in the Stock
Exchange’s daily quotation sheets for the five consecutive business days
immediately preceding the offer date; and (3) the nominal value of a New
Share on the offer date.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.

No share options were granted, exercised, cancelled, lapsed or outstanding
under the share option schemes for the year ended 31 December 2020 and
the six-month period ended 31 December 2019.
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31.

Notes to the Consolidated Financial Statements (Continued)

RELATED PARTY TRANSACTIONS

Saved as those disclosed elsewhere in these financial statements, the Group
had the following significant related party transactions during the year ended
31 December 2020 and the six-month period ended 31 December 2019,

31.

GEMBHHREME (H)

For the year ended 31 December 2020
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BB LX5

Bz EWBHRREMLTARESESN  AEERE—F
TEREA A=+ HUFERBE_ZT-NE+A
=t+—BUEXNEABREAE TIEABE LIRS - AR

which were carried out in the normal course of the Group’s business: AEBE R B EBBIEPET
Six-month
Year ended period ended
31 December 2020 31 December 2019
BE-ZE-EZF HEZZT—NF
t=A=+—-H +=A=+—8
IHFE 1E7< 18 A AR
HK$’000 HK$’000
THET FHT
Received or receivable from SHK, Bk KT T
a related company (—FE@E AR R
Management fee income (Note (i)(a)) - ONCRE(E) 16,549 8,123
Performance fee income (Note (i)(@)) ek CONCRE(E) 26,603 =
Sundry income (Note (i)(0)) WA (PiTEE() (o) 1,099 1,242
Notes: B

(@  An investment management agreement (the “Investment Management
Agreement”) was entered into by the subsidiary, Yu Ming and SHK, which
was approved by the shareholders of SHK on 12 September 2018. Under
the Investment Management Agreement, Yu Ming agreed to assist the
board of directors of SHK with the day-to-day management of SHK from 1
January 2019 to 31 December 2021. Yu Ming is entitled to a management
fee equal to 1.5% per annum of the consolidated net asset value
attributable to the owners of SHK, calculated and payable in arrears on a
quarterly basis by reference to the arithmetical average of the published
consolidated net asset value attributable to the owners of SHK on the last
day of each calendar month during each quarter; and a performance fee
equal to 20% of the amount by which the audited consolidated net asset
value attributable to the owners of SHK of each year ending 31 December
exceeds the audited consolidated net asset value attributable to the owners
of SHK as at the end of the latest financial year in which Yu Ming was
entitled to a performance fee. SHK was the Group’s related company since
Mr. Warren Lee Wa Lun was common director of the Company and SHK.

()b)  Yu Ming provided day-to-day management (including office administration
and operation) to SHK and fees were charged in accordance with the
management agreement.

(ii) Save as disclosed elsewhere in the consolidated financial statements,
the other transactions with the Group’s related parties mainly related to
the expenses paid by the Group on behalf of its related parties and net
advances made to the Group’s related parties.

(iii) The compensation of key management personnel of the Group, which
comprise the directors and senior management of the Company; for the
year ended 31 December 2020 are salaries, allowances and bonus of
approximately HK$15,848,000 (six-month period ended 31 December
2019: approximately HK$10,376,000) and pension costs for defined
contribution plan of approximately HK$183,600 (six-month period ended
31 December 2019: approximately HK$81,000).

(o) FMIBARSBEEFTAIVREETE RS ([RETE
Wl AFIRRR-_ZE—N\EABT_B#t
o REREEEGZ  BURER =S —NF—
B—BE-Z-—#+-_A=+—AWphHIES
SUFTETAREER - BREEZHEERTT
BFEARGGABEFEIS NI EEEE (KL
EHIHE ARG TBGEAEEFERSTEL
EEAS®—BZFHOBUGTAERIMN k8
BRI IHEAEARBET-_RA=+—HI-REEHL
KEZGAEEFEBBT IHEBARGHEREE
BRBREBENSAVHTEREECERGEEET
B2 @B I20% 2 RFE - HRZEREERED
BRI ZHEREESH T ARNEB Z BB AT

o) BHEAFIREBEETE (BERIETETERL
&) BAREEIE s R o
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I ER R AAEEREE T RENBRFRE
A e

(iil HE_T_ZTF+_A=+—BLEELAEEE
ZEBAB (BEARAESLRSAETERE) MY
M AaFe R RIEALL A15,848,000/8 7T (&
EZT-NAF+-A=+—BLEANEAHE: 8
10,376,000/ 70) R RE KT ERIKEK AL A
183,600 T(HE=—T—NF+=-A=1+—HI~
1E B #ARS : 4981,000787T) ©
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

32. NOTES TO THE CONSOLIDATED STATEMENT . REBRERERMT

OF CASH FLOWS

(a) Maijor non-cash transactions (@) EXFARERS
During the year ended 31 December 2020, the Group received HE_Z-_ZF+_A=+—HIELFE K
non-cash consideration of HK$12,000,000, which were settled by SERBYVE=FTEPRECEREBARBAR
70,582,979 listed shares of the customer, from the provision of 7% DA 3EIR £ {8 12,000,000 TIARF
corporate finance advisory services to the independent third party 270,582,979 E WMD) o A FEE
customers. Fair value loss on financial assets at FVPL (Note 7) ABRUBEEZATERRE (WE7) 28540
includes an amount of approximately HK$3,318,000 that represents 3,318,000/ T * AIZE LMROHN =T =F
the unrealised fair value loss on these listed shares as at 31 December FTZA=T—BZARERAFEESE -
2020.
During the six-month period ended 31 December 2019, the Group had BHE-ZT-NF+-A=1+—HIEERHMA -
non-cash additions to right-of-use assets and lease liabilities through AEEZBRE T RAREEERNRAZEYE
acquisition of a subsidiary, of HK$2,647,000 and HK$2,647,000, HELBNEREEEREERENIERSEM
respectively, in respect of lease arrangements for office premises. 2R £2,647,00075 7T & 2,647,000 7T °

(b) Reconciliation of liabilities arising from (b) BEITBFRELENEBZHIER

financing activities

Lease liabilities

HEEE
HK$°000
T
At 1 January 2020 RZZE_TF—A—H 1,910
Changes from cash flows: RemEE
Lease payments FHERR (1,520)
Interest paid BAFE (48)
Total changes from financing cash flows RMER RSB @E (1,568)
Other changes: H i)
Interest expenses FMERAX 48
Total other changes Hih & Ehase 48
At 31 December 2020 RZZ-ZF+=-HA=+—H 390
Borrowings  Lease liabilities Total
BE HEARE st
HK$’000 HK$'000 HK$’000
FAT FHTT FHTT
At 1 July 2019 —h&tHA—H 39,288 - 39,288
Changes from cash flows: WemEE
Lease payments HER = (737) (737)
Interest paid BERFLE = (46) (46)
Repayment B (81,930) - (81,930)
Total changes from financing RER M
cash flows Fek) (31,930 (783) (32,713)
Other changes: HAobe)
Interest expenses FMEFAZ - 46 46
Acquisition of a subsidiary W EE—fRF 2 A = 2,647 2,647
Discharge upon debt restructuring BERSE AR (7,358) - (7,358)
Total other changes Hin 2 EhaazE (7,358) 2,693 (4,665)
At 31 December 2019 —hE+=-A=1+—8 - 1,910 1,910
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

33. PARTICULARS OF THE PRINCIPAL

SUBSIDIARY OF THE COMPANY

Particulars of the principal subsidiary at 31 December 2020 and 2019 are as RITE_TER-
follows: NFEBENT

33. ZATETEHBATFEE

T-NETZA=1+—H =ZME

Percentage of ownership interest

Directly
EERERBLEE
Place of incorporation/ Issued and

Name of Company registration paid-up capital 2020 2019 Principal activities

NEER A1 B L/ 1A it 26 BITRHBERA TEDEF —E-NF TEERED

Yu Ming Hong Kong HK$10,000,000 100% 100% Dealing in securities,
advising on securities,
advising on corporate
finance and asset
management

=3 o 10,000,000 7T 100% 100% BHRH @ HiEH

34. BUSINESS ACQUISITION

34, ¥BEWEE

HER  REERE
RESRMRREE
IR

On 25 July 2019, the Group acquired 100% of the equity interests of Yu RZZE-—NFELAZ+HAB - REEIERE100%0%
Ming, a company whose principal activities are dealing in securities, advising B RZAREEEREELARS BEFRHER 5

on securities, advising on corporate finance and asset management. The
acquisition was made with the aim to expand the Group’s business. The

transaction was satisfied in form of cash consideration of HK$400,000,000. & o

The fair value of identifiable assets and liabilities of the acquiree as at the date

of acquisition were:

TERERHEARREHREEEE - WEEEEAR
EEET - X5 NIREHK(E400,000,00078 TR 4

R B BB S RN AR EERBBENAFHES

HK$’000
FHT

Property, plant and equipment M - BB REAE 473
Intangible assets EREE 104,049
Right-of-use assets EFREEE 2,647
Other assets HihEE 50
Contract assets BREE 96
Trade and other receivables, deposits paid and prepayments & 5 Kk E M fEUFIAE « B HHige MFENFIE 8,371
Financial assets at FVPL BAFEFABRNMFEEE 709
Amount due from a related company FE U —FE B A RIFRIR 4,074
Taxation recoverable AT EI IR 273
Cash and cash equivalents BeMREEEY 12,807
Contract liabilities aHEE (15,183)
Other payables and accrued expenses H At FEAS FIE R AT (1,516)
Lease liabilities HEARE (2,647)
Deferred tax liabilities RERIAAE (17,168)
Fair value of net assets acquired BREFEENATE 97,035
Cash consideration ReERE (400,000)
Goodwil B 302,965
Cash flow: e :
Cash payment e R 400,000
Cash and cash equivalents acquired BRERE RREEEY (12,807)
Net cash outflow arising from acquisition of a subsidiary W iE — B AR FTEEMNR SR FE 387,193
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Notes to the Consolidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

35. STATEMENT OF FINANCIAL POSITION OF THE 35. &AM ERRE

COMPANY
2020 2019
—E-ZF —T-NF
Notes HK$’000 HK$’000
P FHET FHsT
Non-current assets FRBEE
Investment in a subsidiary R—RENBREMIEE 400,000 400,000
400,000 400,000
Current assets REBEE
Other receivables and prepayment H A FE IR IE R T 5RIE 256 257
Cash and cash equivalents Re kB EEY 20,101 =
20,357 257
Current liabilities REEE
Accruals and other payables FERT & A R H A FE A FUE 518 499
Amount due to a subsidiary FEA — T A B RIE 27,083 4,011
27,601 4,510
Net current liabilities BhREaE (7,244) (4,253)
Net assets FEE 392,756 395,747
Equity e
Share capital [N 28 113,933 113,933
Reserves & 29 278,823 281,814
Total equity SR 392,756 395,747

ARG EMBHRRER T —F=A -+ BEEESH
ERRRETIE  YHRUTEERREE

The statement of financial position of the Company was approved and
authorised for issue by the Board on 26 March 2021 and is signed on its
behalf by:

Lee Wa Lun, Warren Li Chi Kong
TEM ZER
Director Director
BE BE
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Notes to the Consolidated Financial Statements (Continued)

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. BiIBEREER AFETE
VALUE MEASUREMENTS
The Group is exposed to financial risks through its use of financial instruments AEERERBEFBEPRNEREFDTEALR
in its ordinary course of operations and in its investment activities. The TEARERMBRR - HBRBREEMSRR(BEER
financial risks include market risk (including currency risk, interest rate risk Rk FIERRREMERRR)  EERRER
and other price risk), credit risk and liquidity risk. BEER -
Financial risk management is coordinated at the Group’s headquarters, BHREREERASERLEE  WEHHEEESER
in close co-operation with the Board periodically. The overall objectives in AE - ERVBRRNEERZABBREENEHT
managing financial risks focus on securing the Group’s short-to-medium- HEERNERARE RENTEHRRERE - NEEE
term cash flows by minimising its exposure to financial markets. Long-term AR ZBBKEZERLT BEERASMIEENES
financial investments are managed to generate lasting returns with acceptable FEAER °
risk levels.
36.1 Categories of financial assets and liabilities 36.1 I EEREEZER
The carrying amounts presented in the consolidated statement of RGN R 25K G B T ER A&
financial position relate to the following categories of financial assets ERAENEREE :
and liabilities:
2020 2019
ft Sk 223 —Z-NF
HK$’000 HK$'000
FHET FHsT
Financial assets MEE
Financial assets at FVPL BAFEFABENMBEE 9,186 1,093
Financial assets at amortised costs: REHEK AT ENMBEE :
— Trade and other receivables —E 5 REAMEWKIE
and deposit paid kEffike 6,171 15,836
— Amount due from a related company — FEY— A RRES A Bl kI8 31,659 4,902
— Cash and cash equivalents —BeRREEEY 84,016 39,875
131,032 61,706
Financial liabilities g =R
Lease liabilities HEEE 390 1,910
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME (F)

For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

36.2 Foreign currency risk

Foreign currency risk refers to the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. Most of the Group’s transactions are carried
out in HK$. Exposures to currency exchange rates mainly arise from
the Group’s investments, which are primarily denominated in USD and
RMB.

Foreign currency denominated financial assets and liabilities, translated

36. MBAKBEER AV EE (&)

36.2 s EL s

SNERBRIESRTAZ A HESRRARRERER
HNESTE R BB T 2 DR B RS © NEEAE D
R HAETHEST - EREXEREZREAER
HIRE  ZERETEURTRARKE -

AU T BE SR B B T 2 AN RHE 2 A T8 B

into HK$ at the closing rates, are as follows: REBEWT
2020 2019
—ECEF —T-hF
uUsbD RMB UsD RMB
ES AR T AR
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHETT FHTT
Financial assets WS EE 355 - 901 1
Short-term exposure SEEIENE 355 - 901 1

A reasonable change in foreign exchange rate for USD and RMB in
the next 12 months is assessed to result in immaterial change in the
Group’s profit after tax, retained earnings and other components of
equity.

36.3 Interest rate risk

Interest rate risk relates to the risk that the fair value or cash flows
of a financial instrument will fluctuate because of changes in market
interest rates.

The Group is exposed to cash flow interest rate risk for changes in

market interest rates through its deposits at floating interest rates,
which are subject to variable interest rates.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-_Z-ZF+_A=-+—HILTFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. iR EKREER AFEE (&)
VALUE MEASUREMENTS (Continued)

36.3 Interest rate risk (Continued) 36.3 FIZ=E b ()
The following table indicates the approximate change in the Group’s TR B EERRE B AR &5 =518 2 F &
profit after tax (and retained earnings) in response to reasonably Al EE) - AEERBIERF (RIRBEF J)Z
possible changes in the interest rates at variable interest rates as at BAEH

the reporting date.

2020 2019
—ECEF =2 les
Increase/ Effect on profit Increase/ Effect on profit
(decrease) in after tax and (decrease) in after tax and
interest rate retained earnings interest rate retained earnings
(Note) (Note)
F=g BRBE % R & F=3ghn, PR 126 A1 e
(M2 REBAZHE ORA) REBNzZE
(=) (BRFEE)
HK$°000 HK$'000
FHER FAT
Deposits TR 0.5% 420 0.5% 199
Deposits GTx (0.5%) (420) (0.5%) (199)
Note: FA%E
Positive figure represents increase in profit and retained earnings or EHEREZ T RIRBBFIG N ERR D, AMEH
decrease in loss whereas negative figure represents decrease in profit and REFEF RARE B FR sk E G o
retained earnings or increase in loss as appropriate.
The sensitivity analysis of the Group’s exposure to interest rate risk RREE - AEEMEYEFERR 2 SEEST
at the reporting date has been determined based on the assumed TBRFIREBE S LR REE R
percentage changes in interest rates taking place at the beginning WRBEFE HHAESTEMETE - X2
of the financial year/period and held constant throughout the year/ REEEE I CERIRITMHBRNIER BE IR AT
period. The assumed changes in interest rates are considered to be REHIR 2 BE) - WIEEIRE LR
reasonably possible based on observation of current market conditions 'F*1I¥I§i¢ =] F%JJ:HHF'EJZAEETQEQEJJE’JEWEW o
and represents management’s assessment of a reasonably possible EFERBRERRBEE_T—NLF+=A
change in interest rates over the period until the next reporting date. =+—HIEAERBELEE Eﬁ%#ﬁi?ﬁ%ﬁ@i@?&h
These are the same method and assumption used in preparing the AITFERAEER -

sensitivity analysis included in consolidated financial statements for the
six-month period ended 31 December 2019.

The Group accounts for the lease liabilities at amortised cost, therefore AEEEHERATERERE  BRESR
a change in interest rates at the end of the reporting period would not FEEE T L8 i o
affect profit or loss and equity.

36.4 Equity price risk 36.4 BRERK
Equity price risk relates to the risk that fair values or future cash flows KRERRSREMIAZ A FESIRRESRE
of a financial instrument will fluctuate because of changes in market H IS AR E S M RO ) 2 B o
prices.
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. BI&EABREER ALEE (&)

VALUE MEASUREMENTS (Continued)
36.4 Equity price risk (Continued)

The Group is exposed to equity price changes arising from equity
investments classified as trading securities. All of these investments
are listed.

The Group'’s listed investments are primarily listed on Stock Exchange.
The portfolio is in accordance with the limits set by the Group.

The following table indicates the approximate change in the Group’s
profit after tax (and retained earnings) and other components of the
equity in response to the reasonably possible changes in the relevant
stock market prices, to which the Group has significant exposure at
the reporting date.

In response to the reasonably possible change in the market price
of the listed equity securities, the Group’s investment in listed equity
securities has the following exposures:

36.4 REEB (&)

AEEEHIEERR S BAREELZ BB
LERERE - MEZFREN KL -

AEEZ ERREZEE ETRBRAT - 12EHA
BIRRBRHRERBETES M LIEDBIRE -

TRIBEENRE BASREAERAR 25
BEMESIEA LR Fﬁ%\ﬁ$‘§@|¢ﬁ?§>ﬁi
| (R AR B A) R s B ALK 7 2 B A &

HELTRAESMEZSEAEED - NEE
REMBRAEFZIZEFATER

2020 2019
=2=%F —TNF
Increase/ Increase/

(decrease) in Effect on profit (decrease) in Effect on profit

securities’ after tax and securities’ after tax and

market price retained earnings market price retained earnings

(Note) (Note)

BHHEEM BB BB FI EHMER N, MR 1R A &2

(M) REBR2HE Cri ) REBEAZzZE

(B =£) (Bt 1)

HK$°000 HK$’000

FRET FHET

Hong Kong market &M% 7% 537 3% 27
Hong Kong market ~ &/&m%H (7%) (537) (3%) 27)

Note: BT

Positive figure represents increase in profit and retained earnings or
decrease in loss whereas negative figure represents decrease in profit and
retained earmnings or increase in loss as appropriate.

The sensitivity analysis of the Group’s exposure to equity price risk
at the reporting date has been determined based on the assumed
percentage changes in the stock market price or other relevant risk
variables taking place at the beginning of the financial year/period
and held constant throughout the year/period. The assumed changes
represent management’s assessment of reasonably possible changes
in the relevant stock market index or the relevant risk variables over
the year until the next reporting date. These are the same method
and assumption used in preparing the sensitivity analysis included in
consolidated financial statements for the six-month period ended 31
December 2019.
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. iR EKREER AFEE (&)

VALUE MEASUREMENTS (Continued)

36.5 Credit risk 36.5 =& &k

Credit risk refers to the risk that the counterparty to a financial
instrument would fail to discharge its obligation under the terms of the
financial instrument and cause a financial loss to the Group.

The credit risk for liquid funds is considered negligible as the
counterparties are reputable financial institutions with high quality and
credit ratings.

The Group adopts conservative investment strategies. Usually
investments are in liquid securities quoted on recognised stock
exchanges, except where entered into for long-term strategic
purposes.

The Group’s management considers that all the financial assets
that are not impaired for each of the reporting dates under review
are of good credit quality. The Group assessed the credit quality
of the counterparties by taking into account their financial position,
credit history and other factors. Management also regularly reviews
the recoverability of these receivables and follow up the disputes or
amounts overdue, if any. The Directors are of the opinion that the risk
of default by counterparties is low.

None of the Group’s financial assets are secured by collateral or other
credit enhancements.

The Group considers the probability of default upon initial recognition
of asset and whether there has been a significant increase in
credit risk on an ongoing basis throughout each reporting period.
To assess whether there is a significant increase in credit risk,
the Group compares the risk of a default occurring on the asset
as at the reporting date with the risk of default as at the date of
initial recognition. It considers available reasonable and supportive
forwarding-looking information.

FERBESBTACHFIRERERTAL
GRETERE  YERAKESEHBERZ
[

HRRBESRHSHF I HEERE - E&5
BABREEFENSREE  SHEREERR
HiE -

REERMBRTRERE - BERELRAES
RZFR 2 RENFES - R LEREIRIE IR
BRI -

AEEEERERR  MERTUBEEN SRS
BHIERES  HARFEREEER - AKEZER
stREF T 2SR - FERRSREMEET
HEEED X - BEENS TR 7S RUK
Rz AT E M & R AE A S R () - &
ERRYFHEDZEBRIE -

AR RO B 15 B BB DA S A5 R nse
YIERIESR -

REERISEREERZ RBEHZ AR - 75
AR EEFEZ BEREHREERAREL S
FEBELN - REMEEERBREEREZEM -
AEEKEENRE BB LR RREE
ERAMBRERNZEABETILE - ARTER
AIESZ AR RFFIERTREEER
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBERME

(mﬁ)

For the year ended 31 December 2020

@K

ZERE+ A=+ -RLEFE

36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

36.5 Credit risk (Continued)

(M)

Trade receivables

The Group applies the simplified approach to providing for
ECLs prescribed by HKFRS 9, which permits the use of
the lifetime expected loss provision for all trade receivables.
The Group always measures the loss allowance for trade
receivables at an amount equal to lifetime ECLs. The ECLs on
trade receivables are estimated by reference to past default
experience of the debtor and current market condition in
relation to each debtor’s exposure. The ECLs also incorporate
forward-looking information with reference to general
macroeconomic conditions that may affect the ability of the
debtors to settle receivables. To measure ECLs, the trade
receivables have been grouped based on share credit risk
characteristics and the days past due according to the ageing
as disclosed in Note 22. Expected loss rate of current trade
receivables are determined as below as the trade receivables
mainly represent amounts due from the customers with high
credit rating and no history of default. There is change in the
expected loss rate for trade receivables for the year ended
31 December 2020 mainly due to significant change in the
forward-looking information of trade receivables based on
which the expected loss rate is determined.
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36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

36.5 Credit risk (Continued)

(i)

Trade receivables (Continued)

Set out below is the information about the credit risk exposure

on the Group’s trade receivables using a provision matrix as at

31 December 2020 and 2019:

36.

Notes to the Consolidated Financial Statements (Continued)

GEMBHHREME (H)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

MRS EERER AT ENE ()

36.5 f= & @k (8)
() EZEKEGE)

TREFNZE_ZEFR_T—NF+=
A=t+—HAASEFERBEEEFTENE

HREFRNERRBRER :

Gross

Expected carrying
As at 31 December 2020 loss rate amount ECLs
R-ZE-ZEF+ZA=+—H s EE IREAE AHCEER
HK$°000 HK$’000
FHET FET
Within 30 days 30HA 0.3% 300 1
Over 30 days but within 60 days HA30RER60A A 0.7% - -
Over 60 days but within 90 days HiA60REMR0A A 0.9% - -
Over 90 days but within 365 days A0 R EM365H A 1.1% 5,581 60
Over 365 days HBiA365H 100.0% 180 180
6,061 241

Gross

Expected carrying
As at 31 December 2019 loss rate amount ECLs
RZE—NEF+=A=+—AH TEEAEE R BRE#E TEHEEER
HK$’000 HK$'000
FHT FHET
Within 30 days 30E ™ 0.3% 7,197 23
Over 30 days but within 60 days HBA30RER608 A 0.7% 6,460 47
Over 60 days but within 90 days HBiA60HEMR0A N 1.3% 300 4
Over 90 days but within 365 days A0 R EMN365H A 1.8% 1,358 25
Over 365 days #BiA365H 10.0% 506 50
15,821 149
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Notes to the COnsoIidated Financial Statements (Continued)
GEMBHRRME (F)

For the year ended 31 December 2020
HE-_ZT-_TF+-_A=1T—HILFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. BI&EABREER ALEE (&)
VALUE MEASUREMENTS (Continued)

36.5 Credit risk (Continued) 36.5 S &= (&)
(i) Other receivables and amount due from a (i) ﬁ 1t JE 1 5% 78 I FE W — [ B I
related company 7k ¢ ]
Upon adoption of HKFRS 9, the management of the Group RENBE BT HFREERFORE - K&
takes into account the historical default experience and BEEREEBLTRELEOLRERATELE
forward-looking information, as appropriate, for example the B @ER) - Pl A EBRAHFHES
Group considers the consistently low historical default rates of BEHNER—ERE  WRERBAEERIK
counterparties, and concludes that credit risk inherent in the B EL fth ST SR IR % FE U — P BAESE A RIFRIR
Group’s outstanding other receivables and amount due from a ZEEFEERBIITEKN - AEBEEREE
related company is insignificant. The management of the Group FEERE - B %ﬂﬁAﬁ@u A ZREL At FE UK
has assessed that other receivables do not have a significant HIAgAERREERR - BELRRI
increase in credit risk since initial recognition and risk of default TEK - Bt - EZ%F@ISZ KIEZ TEEEE
is insignificant, therefore the ECLs for these receivables are BERET @A AR EL T EX
not material under the 12-month ECLs and no loss allowance BHE_Z_TF+_A=+—HIEFE
provision was recognised during the year ended 31 December FEEZZT-NAF+ZA=+—HI~E
2020 and the six-month period ended 31 December 2019. A EARI SRR A IR o
12-month
Gross carrying amount ECLs Lifetime ECLs
128 A7
REAE FEF#E 2HRHEEFR
Simplified
Stage 1 Stage 2 Stage 3 approach Total
P B2 B B2 2] L A% bl
HK$’000 HK$°000 HK$’000 HK$’000 HK$000
T#T FHT THT T TR
As At 31 December 2020 R=Z=ZTF+=-H=+-H
Contract assets* BREE - - - 53 53
Trade receivables* & 5 W - - - 6,061 6,061
Financial assets included WBEERERNR
in other receivables, Hipd - BEffRe
deposit paid and other REAMEE - —
assets — Normal™ 351 - - - 351
Amount due from a related U — I BB
company — Normal* DNEFRIE - — 31,659 - - - 31,659
Cash and cash equivalents - 34 K BE & EEY —
Not yet past due iw] 7 80 B 84,016 - - - 84,016
116,026 - - 6,114 122,140
Asat 31 December 2019  R=Z—NF+=A=1—H
Contract assets* BREE - - - 150 150
Trade receivables* &S EG - - - 15,821 15,821
IS EERERANR
Financial assets included in ~ Eftr U &
other receivables and other & & — —f*
assets — Normal™ 164 - - - 164
Amount due from a related UL —F B
company - Normal** RRIFRE——H 4,902 - - - 4,902
Cash and cash equivalents - & RIBEEEY —
Not yet past due i) A28 HA 39,875 - - = 39,875
44,941 - - 15,971 60,912
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Notes to the Consolidated Financial Statements (Continued)

36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

36.5 Credit risk (Continued)

(i) Other receivables and amount due from a
related company (Continued)

For trade receivables to which the Group applies the
simplified approach for impairment, information based
on the provision matrix is disclosed in Note 22 to the
consolidated financial statements.

. The credit quality of the interest receivables, financial assets
included in other receivables, deposit paid and other assets
is considered to be “normal” when they are not past due
and there is no information indicating that the financial
assets had a significant increase in credit risk since initial
recognition. While the credit quality of the loan receivables
is considered to be “doubtful” since it had a significant
increase in credit risk.

(iij) Cash and cash equivalents

In respect of cash and cash equivalents, the Group mitigates
its exposure to credit risk by placing deposits with banks with
established credit rating. Given the high credit ratings of the
banks, management does not expect any counterparty to fail
to meet its obligations.

36.6 Liquidity risk

Liquidity risk relates to the risk that the Group will not be able to meet
its obligations associated with its financial liabilities that are settled
by delivering cash or other financial assets. The Group is exposed to
liquidity risk in respect of settlement of other payables and its financing
obligations, and also in respect of its cash flow management. The
Group’s objective is to maintain an appropriate level of liquid assets to
meet its liquidity requirements in the short and long term.

The Group manages its liquidity needs by carefully monitoring
scheduled debt servicing payments for long-term financial liabilities as
well as cash-outflows due in day-to-day business. Liquidity needs are
monitored on a day-to-day basis. Long-term liquidity needs for 360-
day lookout period are identified monthly.

The Group maintains cash, short-term bank deposits and marketable
securities to meet its liquidity requirements for up to 30-day periods.
Funding for long-term liquidity needs is secured by the ability to sell
long-term financial assets.
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For the year ended 31 December 2020
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Notes to the Consolidated Financial Statements (Continued)

GEUBHREME(E)
For the year ended 31 December 2020
HE_Z-_ZF+_A=-+—HULFE

36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

36.6 Liquidity risk (Continued)

Analysed below is the Group’s remaining contractual maturities for its
non-derivative financial liabilities as at 31 December 2020 and 2019.

36. MBAKBEER AV EE (&)

36.6

nBESER(E

UTHMEAEER S _SER_T—NF
+ZA=t+—BZFNTEMBREZFGRE N
MR o

Total
contractual Within
Carrying undiscounted 1 year or
amount cash flow on demand
BRARER —FRmk
BRE(E RERESL RER
HK$’000 HK$’000 HK$’000
FHET FHET FTHET
As at 31 December 2020 R-B-_ZTF+-A=+—H
Non-derivatives: FEOTAE -
Lease liabilities HERE 390 392 392
Total More than
contractual Within 1 year but
Carrying  undiscounted 1 year or less than
amount cash flow on demand 2 years
SHIARBETR —FRz HBiE1FE
BRHEE REMER RER RS
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
As at 31 December 2019 RZZE—NF+=A=+—H
Non-derivatives: FEOTH -
Lease liabilities HEAE 1,910 1,960 1,568 392
36.7 Fair value measurements 36.7 A ¥ {EFTE

Financial assets carried at fair value

The following table presents financial assets measured at fair value
at the reporting date in accordance with fair value hierarchy. The
hierarchy groups financial assets into three levels based on the relative
reliability of significant inputs used in measuring the fair value of these
financial assets and liabilities. The fair value hierarchy has the following
levels:

- Level 1: quoted prices (unadjusted) in active markets for
identical assets and liabilities;

- Level 2: inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and

- Level 3: inputs for the asset or liability that are not based on
observable market data (unobservable inputs).
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Notes to the Consolidated Financial Statements (Continued)
GREMBHREME(E)

For the year ended 31 December 2020
HE-Z-ZTHF+_A=+—HILFE

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. iR EKREER AFEE (&)
VALUE MEASUREMENTS (Continued)

36.7 Fair value measurements (Continued) 36.7 A BT & (&)
Financial assets carried at fair value (Continued) B FESAR & E (8R)
The level in the fair value hierarchy within which the financial asset is AFEERHERBAFEFEMEBEAZER
categorised in its entirety is based on the lowest level of input that is ABEBEREER  ZEHUBEELETERD
significant to the fair value measurement. oo
The financial assets measured at fair value in the statement of financial REBARRRANRZ AT EFEZVBEEES
position are grouped into the fair value hierarchy as follows: BUATHAFERZR

As at 31 December 2020
REBZEE+ZH=+—H

Level 1 Level 2 Level 3 Total
E—F E=F E=E Fo
HK$’000 HK$’000 HK$’000 HK$’000
THER T TET FTERT
Assets BE
Financial assets at FVPL BRATEF A BN BEE
— Listed equity securities held —FEEEM LW
for trading R ESH 9,186 - - 9,186
Total fair value AT ERE 9,186 - - 9,186
As at 31 December 2019
RZE—N&E+=A=1+—H
Level 1 Level 2 Level 3 Total
F—E FEE FoE FCH
HK$’000 HK$’000 HK$’000 HK$'000
FHET FHET FHExT FHET
Assets BE
Financial assets at FVPL RATFEGABSNUBEE
- Listed equity securities held —FEEEM LW
for trading MR AR 1,093 - - 1,093
Total fair value NHERE 1,093 = = 1,093
There were no transfers between levels during the year ended 31 BHE_Z-_ZHF+_A=+—HIEFERHE=
December 2020 and the six-month period ended 31 December 2019. T-NE+ZA=+—HIEAEABER - ER
2 R e o
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Notes to the COnsoIidated Financial Statements (Continued)

GEMBERME
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For the year ended 31 December 2020

@K

37.

38.

ZERE+ A=+ -RLEFE

CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure the Group’s ability
to continue as a going concern and to provide an adequate return to the
shareholders.

The Group actively and regularly reviews its capital structure and makes
adjustments to the capital structure in light of changes in economic
conditions. The Group monitors its capital structure on the basis of debt to
equity ratio.

The debt to equity ratio at reporting date was as follows:

37.

EXREE
AKE Y EAEE BB ARRAREE LN RS
EEB(ERARTIRER AR -

REEREG N REHEE RN SR EEERREE)
HEERGEE - NEEA GBS R AR EEITH

2020 2019

—ECoEE —N&F

HK$’000 HK$'000

FHERT FHTT

Total equity e iaE 465,229 416,521
Debt-to-equity ratio B B R bE 0:1 0:1

Yu Ming is registered with the SFC for the business it operates in. Yu Ming
is subject to liquid capital requirements under Hong Kong Securities and
Futures (Financial Resources) Rules (“SF(FR)R”) adopted by the SFC. Under
SF(FR)R, Yu Ming must maintain its liquid capital (assets and liabilities
adjusted as determined by SF(FR)R) in excess of statutory floor requirement
or 5% its total adjusted liabilities, whichever is higher. The required
information is filed with SFC on a regular basis and Yu Ming has complied
with those requirements during the year ended 31 December 2020 and the
six-month period ended 31 December 2019.

LITIGATIONS

(1) Mr. Lim Hang Young (“Plaintiff 1”) as the plaintiff filed a writ of
summons (“Writ 1”) in December 2016 against (i) the Stock Exchange;
(i) Yu Ming; and (i) L & A International Holdings Limited (‘L & A
International”), whose shares are listed on the Growth Enterprise
Market of the Stock Exchange as the defendants under a legal
proceeding in High Court. Pursuant to the claims generally indorsed
on Writ 1, Plaintiff 1 sought, inter alia, for (i) a declaration against the
Stock Exchange that the Stock Exchange has acted in bad faith in
the vetting of the share subscription during the general offer period; (i)
an order against Stock Exchange to rescind all listing approvals; (i) a
declaration against Yu Ming that Yu Ming purposefully ill advised L &
A International to break various the Listing Rules, including assisting L
& A International in its multi-layer marketing scheme; and (iv) an order
against L & A International to apply for self-delisting. On 21 December
2017, L & A International announced that, inter alia, High Court Action
No. HCA 3325/2016 against L & A International was dismissed by
the High Court on the ground that the Plaintiff 1 failed to file and serve
statement of claim on L & A International.
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Notes to the Consolidated Financial Statements (Continued)

38. LITIGATIONS (Continued)

Q)

(Continued)

The Directors, having obtained the legal opinion from the legal advisors
that no litigation has yet been commenced against Yu Ming up to the
date of this report, although Plaintiff 1 is entitled to serve a writ on
any defendant within 12 months of the issue of writ and to apply for
extension of the validity of the writ for a period of not exceeding 12
months from the expiry date of the writ and to serve the writ within
such extended period, the writ has lapsed since it has not been served
within such period, and no demand or claim has been received from
Plaintiff 1 in relation to any of the matters mentioned in the said writ,
considered that the ultimate outcome and potential obligation of this
case cannot be reliably estimated and determined that no provision in
respect of this case was made for the year ended 31 December 2020
and the six-month period ended 31 December 2019.

Mr. Kim Sungho (“Plaintiff 2”) as the plaintiff filed a writ of summons
(“Writ 27) in January 2017 against (i) Strong Light Investments Limited,
a substantial shareholder of the L & A International (“Strong Light”);
(i) FP Sino-Rich Securities & Futures Limited (“FP”); (i) Yu Ming; and
(iv) L & A International as the defendants under a legal proceeding
in High Court. Pursuant to the claims generally indorsed on Writ 2,
Plaintiff 2 sought, inter alia, for () a declaration against Strong Light
that Strong Light and its parties acting in concert has accumulated
over 30% of the outstanding shares in L & A International, thus
triggering the mandatory general offer; and (i) a declaration against
FP and Yu Ming that FP purposefully ill advised L & A International to
break various Listing Rules, including assisting L & A International in its
multi-layer marketing scheme.

The Directors, having obtained the legal opinion from the legal advisors
that no litigation has yet been commenced against Yu Ming up to the
date of this report, although Plaintiff 2 is entitled to serve a writ on
any defendant within 12 months of the issue of writ and to apply for
extension of the validity of the writ for a period of not exceeding 12
months from the expiry date of the writ and to serve the writ within
such extended period, the writ has lapsed since it has not been served
within such period, and no demand or claim has been received from
Plaintiff 2 in relation to any of the matters mentioned in the said writ,
considered that the ultimate outcome and potential obligation of this
case cannot be reliably estimated and determined that no provision in
respect of this case was made for the year ended 31 December 2020
and the six-month period ended 31 December 2019.
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Notes to the COnsoIidated Financial Statements (Continued)
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38. LITIGATIONS (Continued)

©)

On 8 May 2017 Yu Ming received a writ of summons (“Writ 3”) dated
5 May 2017 filed by China Health Group Limited (formerly China
Healthcare Holdings Limited) as plaintiff (“Plaintiff 3”) against (i) Yu
Ming; (the “Action”) (i\E 4L 4; and ()18 as defendants under High
Court Action No. HCA1077/2017. Pursuant to the statement of claim
therein, Plaintiff 3 sought, inter alia, against Yu Ming a declaration
that the engagement letter entered into in March 2016 and another
engagement letter entered into in May 2016 between Plaintiff 3 and
Yu Ming are void and an order that Yu Ming do forthwith pay the sum
of HK$5,300,000, being the fees paid by Plaintiff 3 to Yu Ming under
the said engagement letters, to Plaintiff 3. Yu Ming has appointed
legal advisor to act for it in relation to the Action, and based on the
information and documents Yu Ming provided to it, such legal advisor
is of the opinion that Yu Ming has good prospect of successfully
defending the Action. Furthermore, Yu Ming has on 7 June 2017 taken
out an application to the court to strike out the Action on the ground
that it discloses no reasonable cause of action and/or is frivolous or
vexatious and/or is unnecessary and tends to prejudice, embarrass
or delay the fair trial of the action and/or is otherwise an abuse of the
process of the court. The hearing of the application scheduled to be
heard on 21 June 2017 has been adjourned by consent. Plaintiff 3 filed
and served its affirmation in opposition to the striking out summons
on 29 August 2017, and Yu Ming filed and served its affirmation in
reply on 1 November 2017. The hearing for the striking out summons
was heard on 19 June 2018 and the application was dismissed.
Plaintiff 3 filed its amended statement of claim (which amendments
are principally additional details which Plaintiff 3 averred support its
claims, but no amendments were made to the actual claims and reliefs
sought against the defendants in the statement of claim) on 30 August
2018, Yu Ming has filed its defence and counterclaim by 11 October
2018 and Plaintiff 3 has filed its reply and also served a Mediation
Notice on 4 January 2019. Yu Ming served its request for further and
better particulars of Plaintiff 3’s reply on 10 January 2019 and filed
and served an amended defence on 17 January 2019. Mediation took
place on 25 February 2019 but was unsuccessful and the parties
failed to reach any agreement. Plaintiff 3 filed and served answers to
the request for further and better particulars of Plaintiff 3’s reply on
18 April 2019. The Plaintiff 3 has filed in court a re-renewed writ of
summons on 4 June 2019, and the re-renewed writ of summons has
expired on 8 May 2020. The Plaintiff 3 has not applied for a renewal of
the expired re-renewed writ of summons after May 2020.

The Group’s legal advisor is of the view that Yu Ming is entitled to
rely on the “indoor management rule”, which states that any person
contracting with a company and dealing in good faith with the same
may assume that acts within its constitution and powers have been
properly and duly performed and are not bound to inquire whether
acts of internal management have been regular. They are also of the
view that there are contemporaneous records and correspondence
evidencing Yu Ming’s work done for the plaintiff pursuant to the
engagement letters. Based on the information and documents
provided to it by Yu Ming, the Group’s legal advisor is of the
opinion that, the vagaries of litigation aside, Yu Ming is very likely to
successfully defend the Action.
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LITIGATIONS (Continued) 38. =FaA (48)
@  (Continued) @ @&
The Directors, having obtained the legal opinion from the legal advisor, EEDEBEEBERNEERER  RREARHKZ
considered that the ultimate outcome and potential obligation of this RRERIBEBEE TR A SEfbET - WHEEZE
case cannot be reliably estimated and determined that no provision in —EEFE+ A+ HIEFEREE_Z
respect of this case was made for the year ended 31 December 2020 —NFE+ZA=+—RA1NEAHERBAERRN
and the six-month period ended 31 December 2019. SRR -
CAPITAL COMMITMENT 39. EAEE
2020 2019
—E-ZF —TNF
HK$’000 HK$'000
FHET FisT
Contracted for but not provided in the consolidated BELNERESRE M BHRET
financial statements VEL %

— Acquisition of a subsidiary —E—ETFA 9,500 =
THE IMPACT OF COVID-19 IN THE CURRENT  40. 20198\ mESRHUEREFE2ZE
REPORTING YEAR
The outbreak of COVID-19 has developed rapidly in 2020 and significantly RZZT_ZTF  2019BRARSHEBEERE R
affected entities and economic activities in varying scales globally. While there FBEEANHEERCEEHERKEATE - % = %‘ﬁtﬁ
have been more immediate and pronounced disruptions in certain industries, XHERTEREENABENEKE  BERAREFEAN -
its impact on the financial industry in the country where the Group operates HEAEBELEMERRNERMENTZEMBEM - A
has been rather modest during the current reporting year. Nevertheless, as i FEE2019EMAESHOTEEE - Bl ERAE
COVID-19 continues to evolve, it is challenging at this moment to predict the HREERLENZERERBERHRDBHE - BHEX
full extent and duration of its impact to the business and economy. Up to the HEBH  BEEESABRREMAEEAERR 5=
date of this report, management has not identified any areas that could have TET A=+ —HNMBEEIMBRAEESAT
a material impact on the financial performance or position of the Group as at LHEE o
31 December 2020.

A
EVENT AFTER THE REPORTING DATE 4. BEHERSH
On 21 September 2020, the Company entered into a sale and purchase RZZE_TFANA=+—H  ARFFZ—EHEEW
agreement to purchase entire issued shares of Morton Securities Limited #% ° H First Mariner Capital Limited [ E &EZF 5 AR
from First Mariner Capital Limited for a consideration of approximately AR ZEHE BTG - REXV9,500,000/ 7T ° 22
HK$9.5 million. The transaction is subject to certain conditions, inter alia, SEIERF L ‘MBF HEha RS EESHE - 25
the approval from the SFC. Details of the transaction were disclosed in the ZHBEEARTINRR=_ZE_TEFNA-T+—HER=
Company’s announcements dated 21 September 2020 and 29 December ToEF+Z )El +7LE|$‘J?§Z”¢WTB€?§ o HIEAER
2020 respectively. The transaction has not yet been completed up to the EUMBHRERIEZR  ZRPEATH - ZRHEHE
date of approval of the consolidated financial statements. The transaction is RZZT=—F= AKAITEK °
expected to be completed by the end of March 2021.
APPROVAL OF FINANCIAL STATEMENTS 42, #tEVBERK

These financial statements were approved and authorised for issue by the
Board on 26 March 2021.

ZEMBEIRRN =
BT -

—FA- T RBEE=GHE
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Five Year Financial Summary

LEMBME

Six-month
period ended Year ended
Year ended 30 June 31 December 31 December
2017 2018 2019 2019 2020
B BZE
+=A=+—8B +=A=+—H
BZEAA=TALEE 1ERfE B HAE IHFE
T —+F —T-N\F —T-hF —T-hF —EEF
HK$’000 HK$'000 HK$'000 HK$'000 HK$°000
FHET FHET FET FHET FTHET
Results:
ES
(Loss)/profit attributable to the owners of the Company
RRARGEE AEE (ER), a5 (17,391) (4,887) (13,916) 842,334 48,708
As at 30 June As at 31 December
RARB=+H Rt+t=A=+—H
2017 2018 2019 2019 2020
—TtF —ZE-)N\F —ZTNEF —TNF —ECEF
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FHET FHET FHET FHET THET
Assets and liabilities:
EERGE:
Current assets
mEEE 4,545 1,686 3,175 62,486 131,394
Total assets
BERE 4,545 1,686 3,175 465,525 514,935
Current liabilities
mENEE 946,493 948,521 963,926 32,486 36,512
Total liabilities
BfERE 946,493 948,52 963,926 49,004 49,706
Total (deficit)/equity
(F51R) w4 (941,948) (946,835) (960,751) 416,521 465,229
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