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Management Discussion and Analysis

BUSINESS REVIEW

For the six months ended 30 June 2020 (the “Interim
Period”), Da Yu Financial Holdings Limited (the “Company”)
and its subsidiary (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 Investment Management Limited
(“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).

Corporate Finance Advisory

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

0] 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”);

(ii) 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 Interim Period, Yu Ming provided asset
management services solely to SHK Hong Kong Industries
Limited, the first investment company listed on the Stock
Exchange.
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Management Discussion and Analysis (Continued)

EEEWER T (F)

Revenue

Revenue for the Interim Period mainly consisted of
income from corporate finance advisory and related
services of approximately HK$26.2 million (six
months ended 31 December 2019 (“December 2019
reporting period”): approximately HK$37.4 million)
and asset management services of approximately
HK$7.9 million (December 2019 reporting period:
approximately HK$8.1 million).

Employee Benefit Expense

The Group’s employee benefit expense mainly
consisted of salaries, bonuses and mandatory
provident fund for the employees as well as fees
for the Directors. Salaries, bonuses, mandatory
provident fund and Directors’ fee amounted to
approximately HK$4.5 million (December 2019
reporting period: approximately HK$4.0 million), Nil
(December 2019 reporting period: approximately
HK$9.7 million), approximately HK$0.2 million
(December 2019 reporting period: approximately
HK$0.2 million) and approximately HK$0.2 million
(December 2019 reporting period: approximately
HK$0.2 million) respectively during the Interim Period.

Administrative and Other Expenses

Apart from the Group’s administrative expenses,
other expenses for the Interim Period included the
amortisation on intangible assets of approximately
HK$7.6 million (December 2019 reporting period:
approximately HK$6.3 million).

INTERIM DIVIDEND
The Board resolved not to declare an interim dividend

for the Interim Period (December 2019 reporting
period: Nil).
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW
Overall Results

The Group recorded a net profit of approximately HK$15.6
million for the Interim Period (December 2019 reporting
period: approximately HK$842.3 million), representing a
decrease in profit of approximately HK$826.7 million. The
reasons are mainly due to the liquidation and restructuring of
the Company during last financial period, deconsolidation of
subsidiaries and incomplete books and records available as
mentioned in the 2019 Annual Report.

Revenue and Financial Resources

For the Interim Period, the Group had revenue of
approximately HK$34.6 million (December 2019 reporting
period: approximately HK$46.8 million) and the Group’s net
profit was approximately HK$15.6 million (December 2019
reporting period: approximately HK$842.3 million (if excluding
restructuring expenses and gain on debt restructuring,
approximately HK$17.6 million)).

As at 30 June 2020, the Group had cash and cash
equivalents of approximately HK$63.4 million (31 December
2019: approximately HK$39.9 million). As at 30 June
2020, the Group’s current ratio (current assets to current
liabilities) was approximately 296.5% (31 December 2019:
approximately 192.3%).

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

Indebtedness and Banking Facilities

The Group had no bank and other borrowings as at 30 June
2020 and 31 December 2019.

The Group’s gearing ratio, calculated by reference to the ratio
of total bank borrowings (if any) to total equity attributable
to the owners of the Company as at 30 June 2020 and 31
December 2019, was 0%.

Assets and Liabilities

As at 30 June 2020, the Group had total assets of
approximately HK$473.7 million (31 December 2019:
approximately HK$465.5 million) and total liabilities of
approximately HK$41.6 million (31 December 2019:
approximately HK$49.0 million). The net assets of the Group
as at 30 June 2020 were approximately HK$432.2 million (31
December 2019: approximately HK$416.5 million).
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Management Discussion and Analysis (Continued)

EEEWER T (F)

Capital Structure

As part of the Group’s restructuring, the Company completed
a series of capital restructuring, including capital reduction,
share consolidation, share premium cancellation and increase
in authorised share capital during the six months ended
31 December 2019. There was no change to the share
capital during the Interim Period.

Commitments

As at 30 June 2020 and 31 December 2019, the Group had
no significant outstanding contracted capital commitments.

Charges on Group Assets

As at 30 June 2020 and 31 December 2019, the Group had
no assets under pledge.

Significant Investments and Acquisition

There are no significant investments and acquisition during
the Interim Period.

On 24 August 2016 and 7 February 2017, the Vendor,
the Company and the Former Liquidators entered into the
Acquisition Agreement and the Supplemental Acquisition
Agreement respectively in relation to the Acquisition.
Pursuant to the agreements, the Company would acquire the
entire issued share capital of Yu Ming, now a wholly-owned
subsidiary of the Company, free from all encumbrances, at
the Acquisition Consideration of HK$400.0 million.

All the conditions to the agreements have been either fulfiled
or waived and the Acquisition completion took place on 25
July 2019. Please refer to the 2019 Annual Report under
“Business and Financial Review” section for details.

Contingent Liabilities

As at the date of this 2020 Interim Report and as at 30 June
2020 and 31 December 2019, the Board is not aware of any
material contingent liabilities.

Events after the Reporting Date

There are no important events affecting the Group which

have occurred after the end of the Interim Period and up to
the date of this 2020 Interim Report.
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Management Discussion and Analysis (Continued)

Remuneration Policies and Share Option
Scheme

As at 30 June 2020, the Group, including its subsidiary but
excluding associates, had 21 staff including Directors (31
December 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 associates, or executive is involved in deciding his own
remuneration. In addition, share options may be granted to
eligible employees of the Group in accordance with the terms
of the approved share option scheme.

COVID-19 Pandemic Response

The coronavirus disease 2019 (“COVID-19”") spread globally
during the first half of 2020. The Group has implemented,
since January 2020, certain protocols below 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:

. measures to maximize social distancing and staff
protection within the offices;

. meetings are held off-site or by conference calls as
far as possible;

o cancellation of all non-essential travel;
o flexible and remote working plans for employees;
o self-isolation following outbound travel, development

of symptoms, or interaction with a confirmed case
of COVID-19 and do coronavirus test as and when
necessary at the Company’s cost;

. increased inventory of face mask, hand sanitiser and
hygiene supplies; and

o increased focus on cleaning and sanitation.
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Management Discussion and Analysis (Continued)

EEEWER T (F)

PROSPECT

A majority of Yu Ming’s corporate finance business is non-
recurrent in nature. In the past few years, corporate finance
income surpassed asset management income, but asset
management income is recurrent and stable and provides
a stabilizing buffer. The profit sharing arrangement in asset
management with its client above a certain threshold and
high-watermark also gives a significant boost to the profits
occasionally.

Some of the corporate finance transactions undertaken by
Yu Ming are complex, some involve resolving shareholders’
disputes, and some tangled in regulatory deadlocks. Whilst
Yu Ming also advises straight forward corporate finance
transactions, such transactions usually require mundane
skill set and attract much competition from our peers, and
command modest advisory fees. For complex transactions,
completion depends on the attitude of the Stock Exchange,
which can sometimes be overly conservative. Depending on
the mandates, Yu Ming’s terms of payment range from no-
contingency, staged payment and some contingent payment.
Therefore, the attitude of the Stock Exchange can affect the
revenue of Yu Ming.

As at the date of this 2020 Interim Report, Yu Ming’s new
mandates from corporate finance have been satisfactory, and
less affected than initial public offering transactions which
Yu Ming does not advise. Shareholders should note that
according to the prevailing accounting standards, revenue
recognition (the amount that can be reported in the financial
statements), even for fully-paid fees, can be affected by the
completion date of the transaction, and may or may not be
fully reflected in the financial statements.

Yu Ming team is cautiously optimistic in sailing through the

unprecedented challenges in 2020, and there is no lay-off, no
pay-cut, and no head-count freeze.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED
CORPORATIONS

As at 30 June 2020, the interests and short positions of the
Directors and 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 Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”)) which were notified to the
Company and The Stock Exchange of Hong Kong Limited
(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 Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”) were as follows:
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Long positions in shares of the Company REDRBRGD ZHR

% of the total

relevant issued

Nature Number shares as at

Name of Directors Capacity of interests of shares held 30 June 2020
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BHEERTRG

EEHR 27 ERME BERHEE BRI

Lee Wa Lun, Warren Beneficial owner Personal 227,250,000 19.94%
FER EREEA fEA

Lam Chi Shing Beneficial owner Personal 17,800,000 1.56%
MRERK BEaEEA AA

Li Ming Beneficial owner Personal 17,800,000 1.56%
S BEmEBA fEA

AESHERERATA 2020 HEERS



10

Other Information (Continued)
Hih& 8 (&)

Save as disclosed above, at no time during the six months
ended 30 June 2020 was the Company, its subsidiaries or
its associated corporations, a party to any arrangement to
enable the Directors or 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.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SECURITIES

As at 30 June 2020, so far as is known to the Board, the
following persons (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 circumstances at general
meetings of the Company, other than the interests of the
Directors as disclosed in the section headed “Directors’
Interests and Short Positions in Shares, Underlying
Shares and Debentures of the Company and Associated
Corporations”:
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Other Information (Continued)
Hin & (8)

Long positions in shares of the Company RERBRGD ZHFR
% of the total
relevant issued
Name of Nature Number of shares as at
Substantial Shareholders Notes  Capacity of interests shares held 30 June 2020
jiomte mk2:3
RAZTAE
BHEBRTRS
TERRER W& 5% BEfE RERGHA BYAM
First Steamship Company Limited 1 Interest of controlled Corporate interest 331,055,000 29.05%
(“First Steamship”) corporation
RN RRMRR NEEE
Cheung Kit Shan Susanna 2 Interest of a spouse Famly interest 227,250,000 19.94%
REZH i (B F ks
Lau Yau Cheung (‘Mr. Lau’) 3 Interest of controlled Corporate interest/Personal 75,605,000 6.64%
Bl (2154 )) corporation/Beneficial interest/Family interest
owner/Interest of a spouse
RIS RRRR T VRN 527
ERREN/EBER FikER
BH Equities Limited (‘BH Equities”) 3 Beneficial owner Beneficial interest 75,590,000 6.63%
ERERA Ehat 3
Chan Kin 4 Interest of controlled Corporate interest 57,360,000 5.03%
TR corporation
R RRMRR NEEE
Argyle Street Management Holdings 4 Interest of controlled Corporate interest 57,360,000 5.03%
Limited (‘ASMH’) corporation
R RRMRR NEEE
Notes: B

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 30 June 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.

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.
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Other Information (Continued)
Hih& 8 (&)

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 IIl 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 IIl LP.

Save as disclosed above, the Board is not aware, as at
30 June 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.

SHARE OPTION SCHEME

The Company adopted a new share option scheme (the “New
Share Option Scheme”) pursuant to a resolution passed at
an extraordinary general meeting of the Company held on 22
May 2019. The New Share Option Scheme has a remaining
life of approximately 8 years as at the date of this 2020
Interim Report.

The total number of shares in respect of which options may
be granted under the New 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.

During the Interim Period, no share option was granted,

exercised, cancelled, lapsed or outstanding under the New
Share Option Scheme.

Da Yu Financial Holdings Limited Interim Report 2020
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AUDIT COMMITTEE

The Company had an Audit Committee established in
accordance with Rule 3.21 of the Listing Rules.

The Audit Committee has reviewed financial reporting
matters and this 2020 Interim Report including a general
review of the unaudited interim condensed consolidated
financial statements for the six months ended 30 June
2020. In carrying out this review, the Audit Committee
has relied on a review conducted by the Group’s external
auditor in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public Accountants
and representations from management. The Audit Committee
has not undertaken detailed independent audit checks.

COMPLIANCE WITH THE CODE
PROVISIONS OF THE CORPORATE
GOVERNANCE CODE

The Company has applied the principles and complied
with all the applicable code provisions of the Corporate
Governance Code as set out in Appendix 14 to the Listing
Rules during the Interim Period.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted 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
standard set out in the Model Code during the Interim Period.

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 Interim Period.

By Order of the Board
Da Yu Financial Holdings Limited

Lee Wa Lun, Warren
Managing Director

Hong Kong, 28 August 2020
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Auditor’s Independent Review Report
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REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

TO THE BOARD OF DIRECTORS OF DA YU FINANCIAL
HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim condensed consolidated
financial statements set out on pages 22 to 60 which
comprise the condensed consolidated statement of financial
position of Da Yu Financial Holdings Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
as of 30 June 2020 and the related condensed consolidated
statement of profit or loss and other comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the
six-month period then ended, and a summary of significant
accounting policies and other explanatory notes (the “interim
condensed consolidated financial statements”). The Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report
on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“‘HKAS 34”) issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). The directors are responsible for the preparation
and presentation of the interim condensed consolidated
financial statements in accordance with HKAS 34.

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

SCOPE OF REVIEW

Except as explained in the “Basis for Qualified Conclusion”
paragraphs below, we conducted our review in accordance
with Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA.
A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards
on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

BASIS FOR QUALIFIED CONCLUSION
1. Deconsolidation of companies

As set out in Note 6 to the Company’s interim
condensed consolidated financial statements, the
Group 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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Auditor’s Independent Review Report (Continued)
REMzBILIERKRE (F)

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

1.

Deconsolidation of companies (Continued)

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 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. 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”), 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 fairly stated 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.

Due to limitations on our scope of work on the
Group’s conclusion of loss of control over the
Deconsolidated Companies and other audit scope
limitations, we disclaimed our audit opinion on
December 2019 Consolidated Financial Statements.

Our review conclusion on the Company’s interim
condensed consolidated financial statements was
also qualified because of the possible effect of
limitation of scope of our work on the comparability
of the current period’s figures and the corresponding
figures.
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Auditor’s Independent Review Report (Continued)

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

1.

Deconsolidation of companies (Continued)

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.

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 6 and Note 16(j) to the
Company’s interim condensed 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.
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Auditor’s Independent Review Report (Continued)
REMzBILIERKRE (F)

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

2.

Convertible bonds (Continued)

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 review conclusion on the Company’s interim
condensed consolidated financial statements was
also qualified because of the possible effect of
limitation of scope of our work on the comparability
of the current period’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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AudﬂoﬁsIndependentReweMIRepoﬂ(conﬁnued)

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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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 review conclusion on the Company’s interim
condensed consolidated financial statements was
also qualified because of the possible effect of
limitation of scope of our work on the comparability
of the current period’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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Auditor’s Independent Review Report (Continued)
REMzBILIERKRE (F)

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

4.

Gain on debt restructuring

Pursuant to the Creditors’ Scheme as detailed
in Note 6 to the Company’s interim condensed
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 (€)
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 are 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 review conclusion on the Company’s interim
condensed consolidated financial statements was
also qualified because of the possible effect of
limitation of scope of our work on the comparability
of the current period’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 16(i)
to the Company’s interim condensed 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.
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Auditor’s Independent Review Report (Continued)

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

5.

Warrant reserve (Continued)

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, we disclaimed our opinion on December
2019 Consolidated Financial Statements on the
above matters.

Our review conclusion on the Company’s interim
condensed consolidated financial statements was
also qualified because of the possible effect of
limitation of scope of our work on the comparability
of the current period’s figures and the corresponding
figures.

QUALIFIED CONCLUSION

Except for the adjustments to the corresponding figures
included in the interim condensed consolidated financial
statements that we might have become aware of had it not
been for the situation described in the “Basis for Qualified
Conclusion” paragraphs above, based on our review, nothing
has come to our attention that causes us to believe that the
interim condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS

34.

BDO Limited

Certified Public Accountants

Cheung Or Ping
Practising Certificate Number: P05412

Hong Kong, 28 August 2020
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

G EE !

For the six months ended 30 June 2020
HE_Z-ZFA=THINEA

BREMEEWESR

Unaudited Audited
Six months ended  Six months ended
30 June 2020 31 December 2019
RIBEZ KEZ
BE-B-BF HEZ A
~A=tAH +=A=+—8H
1E~{EA 1EREA
Notes HK$000 HK$'000
Bt TER THT
Revenue 6y 3 34,649 46,793
Other net income YN 3 347 83
Other net financial (loss)/income Hib i (518) WA FE 5 (589) 556
Employee benefit expense EERFEZ (4,983) (14,105)
Administrative and other expenses THREMEY (10,977) (12,154)
Finance costs AERA (32 177)
Gain on debt restructuring BB 6 - 844,894
Restructuring expenses L6 - (20,132)
Profit before income tax BRFR 158 AR R 7 18,415 845,758
Income tax expense Frg i 8 (2,782) (3,424)
Profit and total comprehensive AEEEAR 2 E RS
income for the period (Note) a5 (M) 15,633 842,334
Earnings per share RATEEA
attributable to the owners EiEER
of the Company (HK cents) BF (B4L) 9
- Basic —EXK 1.37 83.92
- Diluted —#8 1.37 83.92
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)
HHRGeEZREM AW ER (F)

For the six months ended 30 June 2020
HE-_Z-TFA=1+HINEAR

Note: B

R

Unaudited Audited
Six months ended  Six months ended
30 June 2020 31 December 2019

RISER mE%
BE-Z-BF HE-TNF
~A=t+A +=-A=+—-8
1EAEA 1EAEA
HK$'000 HK$'000
THT THET
For illustration purpose only EHA
(Non-Hong Kong Financial (B BUBREER
Reporting Standard ([EEBHEREERD])
(“Non-HKFRS”) Measures): &) :
Profit and total comprehensive income 283 & 7| &%
for the period ZENELEE 15,633 842,334
Less: Gain on debt restructuring B E A - (844,894)
Add: Restructuring expenses m: AR - 20,132
Profit and total comprehensive income  HZE=Z—A&F+=-A=1—H
after adjusting net of restructuring gain ~ LE/~ELA IR EARNS R
and expenses from the restructuring FFEARRE 2w F
for the six months ended REEKE
31 December 2019" wg" 15,633 17,572

& The Company believes that the adjusted financial measures m

provide useful information to investors in understanding and

ARARR  KABYBAEHTERRE
ERUEEREN  APHHZERE -T2

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”). You should not view the adjusted results on a
standalone basis or as a substitute for results under HKFRS.

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

loss and other comprehensive income.

FATREFEAEENGEERK B
RREIAFEEBRRAEZR EMER
BUBHENEERAEER BRI IFEE
REARBZAENTE  FHHFEASE
BT RS R EERR - A £
MEF 7 EEBM GRS ENM A ES
ETEBLEBAERRBEELHBRSE
ZA([EBMIBHREEA]) REE25H
BBENNERE - BT TEBLEFRL
HAEEEIGH AT AN BHREERT X
RNBHRE -

LEFEES AR AR A B AR E KSR —

o
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Condensed Consolidated Statement of Financial Position

BLERC R R R

As at 30 June 2020
R-_ZTE-_ZFXA=+H

Unaudited Audited
As at As at
30 June 31 December
2020 2019
RISEX &
R-B-ZF RZE—NF
AA=+H +=ZA=+—H
Notes HK$’000 HK$'000
Bt eE FHERT FHT
ASSETS AND LIABILITIES BEERAE
Non-current assets FERBEE
Property, plant and equipment W - W KRG 321 387
Goodwill 5 11 302,965 302,965
Intangible assets BV EE 12 90,184 97,746
Right-of-use assets FREEE 1,134 1,891
Other assets HihEE - 50
394,604 403,039
Current assets RENEE
Contract assets AHEE 13 53 150
Trade and other receivables, 5 R E At EYGRIA -
deposits paid and prepayments B A1 MBS FKIE 14 10,889 16,466
Amount due from a related FEW— IR R R
company A 4,549 4,902
Financial assets at fair value BAFER ABE (17
through profit or AFEFAERDZ
loss (“FVPL") M EE 246 1,093
Cash and cash equivalents HeNIREEEY 15 63,377 39,875
79,114 62,486
Current liabilities REEE
Contract liabilities armamE 13 18,270 16,200
Other payables and accrued H e kI8
expenses KERTRY 1,152 10,575
Lease liabilities HEaRE 1,157 1,520
Taxation payable FERTRRIE 6,105 4,191
26,684 32,486
Net current assets RBEEFE 52,430 30,000
Total assets less current EEHER
liabilities REBEE 447,034 433,039
Non-current liabilities FRBEE
Lease liabilities HEAE - 390
Deferred tax liabilities BIERIREE 14,880 16,128
14,880 16,518
Net assets EEFE 432,154 416,521

Da Yu Financial Holdings Limited
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Condensed Consolidated Statement of Financial Position (Continued)

HHGEMBERRE (F)

As at 30 June 2020
RZZZTFA=TH

Unaudited Audited
As at As at
30 June 31 December
2020 2019
RISEX "EZ
R=BZBF R-ZTIF
AA=+H +=ZA=+—H
Notes HK$’000 HK$'000
(i FExT FHET
EQUITY s
Equity attributable to the P NG 2PN
owners of the Company s
Share capital R& AN 16 113,933 113,933
Reserves &t 318,221 302,588
Total equity fEREEE 432,154 416,521
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Condensed Consolidated Statement of Changes in Equity
HREAESEE X

For the six months ended 30 June 2020
ai—?—7£ﬁ/\ﬁ ‘?’EU}:/\TIH

Convertible
bond Total
Share Share equity ~ Warrant  Accumulated  (deficit)/
capital  premium reserve reserve losses equity
(Note 16())  (Note 16())  (Note 16(i)
TRRES  IRER (Fi8)/

BA  ROEE  EEEE 1] 2itER  BEAR
(Mt1e())  (Wa1e()  (REE16()
HK$000  HK$000  HK$000  HK$'000 HK$'000  HK$'000

TEr TEx T T TAr TEr

(Audited) (=)
A1 July 2019 R-Z-NELA-B 100177 453352 164,169 449 (167889  (960,751)
Capital reorganisation RAEH (90,159)  (453,352)  (164,169) (449) 708,129 -
Issue of shares upon RERR

restructuring (Note 16i) TATRR1A (T 16(7) 103915 431,023 - - - 534938
Profit and total comprehensive ~ AHIREH R2E

income for the period heavatd - - - - 842,334 842,334
At 31 December 2019 and -z nﬁ*ﬂ

1 January 2020 ‘+ BR=Z=%F

—R-A 113,933 431,023 - - (128,435) 416,521

(Unaudited) (REEH)
Profit and total comprehensive ARk 2

income for the period WEEE - - - - 15,633 15,633
At 30 June 2020 R-ZB-BFXAZ1A 113933 431,023 - - (112802) 432,154
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Condensed Consolidated Statement of Cash Flows

HRAGERERER

For the six months ended 30 June 2020
HEZZT-_TFA=THIEANEA

Unaudited Audited
Six months ended  Six months ended
30 June 2020 31 December 2019
REEE Kk
BE-2-2F HE_T-NF
AHA=1H +=A=+—8H
1E~{EA 1EREA
HK$000 HK$'000
TER FHT
Cash flows from operating activities RETHMBRLSRE
Profit before income tax BRI BAT & A 18,415 845,758
Adjustments for: AR
Amortisation on intangible assets B EERE 7,562 6,303
Depreciation of property, plant and equipment WE - BERIERE 88 88
Depreciation of right-of-use assets EREEERE 757 756
Fair value loss/(gain) on financial assets BATEF AN BRI EEL
at FVPL AFEEE/ (K5) 867 (384)
Finance costs BERA 32 177
Gain on debt restructuring BB EENE - (844,894)
Interest income from bank deposits RITFHZFBMA (278) (172)
Operating profit before working capital changes EHRIACEET 27,443 7,632
Decrease in other assets HiBERD 50 -
Decrease/(increase) in contract assets BREERD /(8N 97 (54)
Decrease/(increase) in trade and other receivables, 25 & EMENFE - EffZE
deposits paid and prepayments REFIERLD,/ (E0) 5,577 (7,921)
Decrease/(increase) in amount due e Mk — i R R R FRIE
from a related company wD/ (35m) 353 (828)
Increase in contract liabilities BHBEEM 2,070 1,017
(Decrease)/increase in other payables HihEARAR B RX
and accrued expenses (Rd) /$Em (9,423) 2,916
Cash generated from operations REMBRE 26,167 2,762
Taxation paid BEABIE (2,116) -
Bank interest received BUIRITFI S 278 172
Net cash generated from operating activities TEERSRSFE 24,329 2,934
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Condensed Consolidated Statement of Cash Flows (Continued)
HHGEHEERER (E)

For the six months ended 30 June 2020
HE_Z-ZFA=THINEA

Unaudited Audited
Six months ended  Six months ended
30 June 2020 31 December 2019
REEEZ K=
BE-2-8F HE_T-NF
~B=t+A +=A=+—H
1E~fEA 1EREA
HK$000 HK$'000
TER FHT
Cash flows from investing activities RE Eﬁlﬁﬁﬁﬁﬁmus
Purchase of financial assets BARATEFARBEZ
at FVPL Eﬁi%ﬁt% (20) -
Purchase of property, plant and equipment HEME  BELEE (22 ©
Net cash outflow arising from WE—HHBAREEY
acquisition of a subsidiary RemtFE - (387,193)
Net cash used in investing activities REEDIARSFE (42) (387,195)
Cash flows from financing activities RMETHMERSRE
Net proceeds from issue of ordinary shares BTERRAEHR - 534,938
Repayment of principal portion of the lease HERERSHD (753) (737)
Interest paid BAFIS (32 [77)
Net payment to the creditors’ scheme RGBT E - (80,959)
Repayment of borrowings BEEE - (31,930)
Net cash (used in)/generated from BEEE (FA) /i
financing activities HeFE (785) 421,135
Net increase in cash and cash equivalents BeRASESENEMFE 23,502 36,874
Cash and cash equivalents at beginning of REHENZRER
period ReEEN 39,875 3,001
Cash and cash equivalents at REBERZRER
end of period BHeZEN 63,377 39,875

Da Yu Financial Holdings Limited
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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
Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) and principally engaged in
activities including dealing in securities, advising on
securities, advising on corporate finance and asset
management.

The unaudited interim condensed consolidated
financial statements for the six months ended 30
June 2020 on pages 22 to 60 have been prepared
in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing
the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).

Notes to the Condensed Consolidated Financial Statements
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GENERAL INFORMATION AND BASIS
OF PREPARATION (CONTINUED)

During the six months 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 determine to bring the
annual financial year end date of the Group in line
with that of the principal operating subsidiary, Yu
Ming. Accordingly, the unaudited interim condensed
consolidated financial statements and the related
notes presented for the current period cover the
six months period from 1 January 2020 to 30 June
2020. The corresponding comparative amounts
shown for the condensed consolidated statement
of profit or loss and other comprehensive income,
condensed consolidated statement of changes in
equity, condensed consolidated statement of cash
flows and related notes covered the six months
ended 31 December 2019 and therefore may not
be comparable with amounts shown for the current
period.

The unaudited interim condensed consolidated
financial statements do not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction with
the Group’s annual financial statements for the six
months ended 31 December 2019.

The unaudited interim condensed consolidated
financial statements have been approved and
authorised for issue by the Board of Directors of the
Company (the “Board”) on 28 August 2020.

Da Yu Financial Holdings Limited Interim Report 2020

Notes to the Condensed Consolidated Financial Statements (Continued)
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The unaudited interim condensed consolidated
financial statements have been prepared on the
historical cost basis except for certain financial
instruments, which are stated at fair value, as
appropriate.

The accounting policies adopted in the unaudited
interim condensed consolidated financial statements
are consistent with those followed in the preparation
of the Group’s annual financial statements for the six
months ended 31 December 2019, except for the
adoption of the new/revised HKFRSs (which include
individual HKFRSs, HKASs and Interpretations) as
disclosed below.

Adoption of New/Revised HKFRSs -
effective 1 January 2020

In the current period, the Group has applied for the
first time the following new/revised HKFRSs issued
by the HKICPA, which are relevant to and effective
for the Group’s financial statements for the annual
financial period beginning on 1 January 2020.

Amendments to HKFRS 3

Amendments to HKAS 1
and HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Definition of a Business
Definition of Material

Interest Rate Benchmark
Reform

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

Notes to the Condensed Consolidated Financial Statements (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)
HRGEMBRERME(E)

3. REVENUE AND OTHER NET INCOME 3. WERHEMBAFER

All of the Group’s revenue is derived from contracts HE-_ZTZ-_TFA=+HE=Z
with customers during the six months ended 30 June —NFTZA=+—HIEAEAR
2020 and 31 December 2019. AEBEMRBRSZHREETFNE
4o
(a) Disaggregation of revenue (@) DFk=E

Unaudited Audited

Six months Six months

ended ended

30 June 31 December

2020 2019

REER EEZ

BE-Z-BF  HE_TNF
AA=tR +t-A=+-H

1EAEA 1R 18 A
HK$000 HK$'000
FTHx FAT

Type of services R R
Advisory and related services BB AR AR 26,163 37,428
Asset management services BEEERY 7,920 8,123
Sundry income HIEWA 566 1,242
34,649 46,793

Type of customers EFER
Listed companies EMAR 30,549 31,353
Non-listed companies and others JEEMAR K EA 4,100 15,440
34,649 46,793

Timing of revenue recognition Wz R

At a point in time RE BRI 16,100 23,190
Transferred over time R—ERERAER 18,549 23,603
34,649 46,793
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Notes to the Condensed Consolidated Financial Statements (Continued)

3. REVENUE AND OTHER NET INCOME
(CONTINUED)

(b)

Transaction price allocated to
remaining performance obligations

As of 30 June 2020 and 31 December 2019,
the aggregate amount of the transaction
price allocated to the performance obligation
that is unsatisfied (or partially unsatisfied)
is approximately HK$63,550,000 and
HK$47,700,000 respectively. The Group
expects to recognise the amount as revenue
when the performance obligations are
satisfied in coming 6 months, depending on
the contract terms. The following table shows
the time band for remaining performance
obligations to be satisfied.

HAGEMBERRME (F)

3. WEREMKAFEE

(b) SBERTENEENR
Z18

RZEZTFNA=1THK
—E-NEF+tZAR=+—
B 2EEBHNETNRS
BRI ARET (HHBDKRE
17) » 9 BI#9683,550,000% 7T
47,700,000 7T - AEE
TEHIR KRR ME A ERK B L
R EA B FIBERR AW
o BURRE IR - T &
P RGEK B TERAE T
FF R4S -

Unaudited Audited

As at As at

30 June 31 December

2020 2019

RBERZ W%’rﬁ

R-Z-2HF RZZ—NE

AB=tH +ZAR= + =}

HK$’000 HK$'000

T FHAT

Remaining performance obligations 78I LA T HfEI 5 Ak i)

expected to be satisfied during: BRIBHET :
the year ending HE-Z-TF

31 December 2020 TZA=+—RItFE 63,550 47,700
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Notes to the Condensed Consolidated Financial Statements (Continued)

fii B

3.

GEMBMRME (R)

REVENUE AND OTHER NET INCOME 3.

(CONTINUED)

(c) Other netincome

W 258 I EL A WA R (4D

(c) EtblrAFEER

Unaudited Audited
Six months Six months
ended ended
30 June 31 December
2020 2019
RIBER KEZ
BE-Z-TF HE_TNF
AA=+H +=A=+—H
ER1EA LE7SEA
HK$’000 HK$'000
FHET FHET
Government grant IR EE 351 -
Exchange (loss)/gain, net fE 5 (B518) e
R (4) 83
347 83
SEGMENT INFORMATION 4, DEPE R

Information reported to the Chief operating decision-
maker (“CODM”), being the Directors of Company, for
the purpose of resource allocation and assessment
of segment performance focuses on type of services
provided. No operating segments identified by the
CODM have been aggregated in arriving at the

reportable segments of the Group.

Da Yu Financial Holdings Limited Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements (Continued)

4. SEGMENT INFORMATION

(CONTINUED)

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

(@) Corporate finance services, investment

and others — provision of corporate finance
advisory services including financial advisory
services, services incidental to financial
advisory, compliance advisory services,
placing agency and/or underwriting services,
investment business and others.

(b) Asset management services — provision
of asset management services including
investment advisory services.

HAGEMBERRME (F)

4. EERGE)

REEW A RRRLESFMT

@ DEBRERE RERH
fit — R EREBRBR
% BERMBERRY - &2
MBERARNRE - &85
BRERS  BRERER %
BHRYE BRAEEXBHRE
it

) EBEBERE-RHEEE®
B IRES (BIERE R R

Segment revenue and results DEBR S R A
Corporate
finance
services, Asset
investment  management
and others services Total
EERBERY
REREM  BEEERE @it
HK$'000 HK$'000 HK$'000
Thr Thr Thr
Unaudited REER
Six months ended HE-B-%F
30 June 2020 AAZTHIEANER
External segment revenue and other MBI R
income (Note) HA (i) 25,728 8,679 34,407
Result EL |
Segment profit S EE 13,379 5,036 18,415
Profit before income tax BTSRRI 18,415
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Notes to the Condensed Consolidated Financial Statements (Continued)

fii B

4,

Da Yu Financial Holdings Limited

GEMB®RERM

a (%)

SEGMENT INFORMATION 4. DEER ()
(CONTINUED)
Segment revenue and results (Continued) e R I A (18)
Corporate
finance
services, Asset
investment  management
and others services Total
LERERY
REREM  BEEERE @it
HK$'000 HK$'000 HK$'000
T FET T
Audited e
Six months ended HEZZ-NE
31 December 2019 TZA=+—HIMEA
External segment revenue and other M B K
income (Note) HhA (i) 38,067 9,365 47,432
Result #i5
Segment profit PR 17,267 3729 20,996
Gain on debt restructuring ERERNE 844,804
Restructuring expenses EFEE (20,132)
Profit before income tax WA HATET 845,758
Note:  Net financial (loss)/income generated from proprietary e BEZZT-ZFRA=THLNE

trading included in external segment revenue and
other income under corporate finance services,
investment and others for the six months ended 30
June 2020 were loss of approximately HK$242,000
(six months ended 31 December 2019: income of
approximately HK$639,000).

Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME (F)

4,

SEGMENT INFORMATION 4. DEER ()
(CONTINUED)
Segment assets and liabilities PHEERARE
Unaudited Audited
As at As at
30 June 31 December
2020 2019
RISEX Bz
R-B-EF R-T—NF
AA=+HA +=A=+—H
HK$’000 HK$'000
FERT FHT
Segment assets DEPEE
Corporate finance services, ERE R -
investment and others RE REHAM 424,433 412,667
Asset management services BEEBRE 49,285 52,858
Total assets BERE 473,718 465,525
Segment liabilities pak-i5=Rit
Corporate finance services, ERE R -
investment and others B REM 31,476 30,123
Asset management services BEEERS 1,674 2,205
Total segment liabilities SEBEELRRE 33,150 32,328
Other payables and accrued expenses i &~ 708 K fE =t
and taxation payable s R EREIIE 8,414 16,676
Total liabilities BERTE 41,564 49,004

For the purpose of monitoring segment performances
and allocating resources between segments:

all assets are allocated to operating segments;

and

all liabilities are allocated to operating
segments other than other payables and
accrued expenses and taxation payable.

MEEDBRARD BB EIR
e :

- MEBENEEZELDH
&

- MEBERBEIEELEDE
A JRE A< R IR R FE AR X
R ERBLIRRRSD
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME ()

4. SEGMENT INFORMATION
(CONTINUED)

Major customers information

Revenue from major customers, each of whom
amounted to 10% or more of Group’s revenue
during the six months ended 30 June 2020 and 31
December 2019, is set out below:

o EER (&)

FERFEHR

KEEXBEF NG (ZFERASER
BEECEERA=THREA
F+Z A=+ —HIEAEA Rz
10%3kSA £) #HIEAT

Unaudited Audited

Six months ended  Six months ended
30 June 31 December

2020 2019

RIBEZ RE%

BE-2-%F HE-TNF
AA=tR  ftZA=t-A

EAEA 1t~ AR

HK$000 HK$'000

THT FHT

Customer A' ZEA 8,486 9,365
Customer B EFB 8,903 7,597
Customer C° BEC - 5,000
Customer D EED 5,187 =
Customer E? EFE 5,000 =

Revenue from Customer A is attributable to asset
management services.

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

Geographic information
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
located in Hong Kong.
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME (F)

OTHER NET FINANCIAL (LOSS)/ 5. HtbBi(EBER), WABE
INCOME

Unaudited Audited

Six months Six months

ended ended

30 June 31 December

2020 2019

RBERZ &3

BE-E-2F HE_TNF

AA=t+H +=ZRA=+—H

<A 1ERfE A

HK$000 HK$'000

T FHT

Interest income from bank deposits RITFERZFI WA 278 172

Fair value (loss)/gain on

BATE ARG ZHTHE

financial assets at FVPL EZATE(ER), W (867) 384
(589) 556
GAIN ON DEBT RESTRUCTURING 6. EBEXEEAHAKSE

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 fair
value through other comprehensive income (“FVOCI”)
were disposed through the Transfer.

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

REE 2 BT RERE ARSI ([ERE
AFENDR =T - NFtARBET
HEEAGTE R EEEEMRZE
HIERALE - ERAG BTN =F
—NELA+BR=ZZE—IAE+LA
ZT A RERERE N EREE
BEE AR o Bt - EEAGE
RZE-NFLtA=-+HRAEK -

RIBERARE - AR RMERE AT
B E MR AR ARE
EREEEMNER -Z—NFLH
T HAEMBAR(HBRRD
2k ([#E]) - By B =%
—mE-A-BEAKELILSZA

Rz AR ((TBEAFTERRDILS
BRBATEFAEGEERES ([
AFEFAREEERE]) 2HBE
ES@BEALE -

EERR/E_FTHFE—A—HER
BB TBLRATE QB REIRE
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GAIN ON DEBT RESTRUCTURING
(CONTINUED)

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 16 was transferred
to the Creditors’ Scheme and all the claims of the
Scheme Creditors against, and liabilities of, the
Company 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 months ended 31
December 2019, being calculated as follows:

Notes to the Condensed Consolidated Financial Statements (Continued)
HRGEMBRERME(E)

B EA RS ()

REEEE  MBARRTBASTE
ARl (A T#HBABRINA R oIk
BRI FIRERRE (E) 5D
& T EREAGTEITE TR EEA ([FTE
AL (FHEE) - 1oh - REIA -
% {4780,000,000/ 7T (Bl =
BRMEES (EERNE16) HHBH
FIER08) BE@AEEAEIRAR
At EERANRERRRAE
(EBASKEzEH s EXBRERN
KERII) e 2 AR RR AR o

Bt - EEAGTEIE T 2 EHEHK
#549844,894,000 TERBE=F
—NWF+ZA=+—HIENEARNE
R BRI TR

Audited
Six months ended
31 December 2019

BE-_T—hF
+=—A=+—AR
1ESEA
HK$'000
FHT
Assets transferred pursuant to the RIBEEEAGTHEEREE :
Creditors’ Scheme:
Financial assets at FVOCI, representing 122 FET AE M 2 E U 2s 2 B 754
equity interests in Excluded Companies = (KR RBRINA B 2 BEAEHERS) -
Cash B (80,959)
Liabilities discharged pursuant to the RSB A Gt EIEBRE S :
Creditors’ Scheme:
Other payables and accrued expenses £t i < 5108 % 515 % 29,621
Borrowings BE 7,358
Corporate bonds NEEF 45,000
Taxation payables FESHIIE 6,678
Amounts due to Deconsolidated BT BLRETE A ARRIE
Companies 136,097
Convertible bonds AR ES 701,099
925,853
Gain on debt restructuring EXEE N 844,894
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Notes to the Condensed Consolidated Financial Statements (Continued)

7.

PROFIT BEFORE INCOME TAX

HAGEMBERRME (F)

7. BRATGBIATERI

Unaudited Audited
Six months Six months
ended ended
30 June 31 December
2020 2019
RIBEZ mE=%
B2-Z-%f% BE-T—NF
~B=t+A +-A=t—H
1EXER 1A EA
HK$°000 HK$'000
FiEx FTHT
Profit before income tax is arrived TS BtAns A2 kR
at after charging: TFI%E :
Amortisation on intangible assets B EERH 7,562 6,303
Depreciation of A2 &
— Owned property, plant and equipment -BEME  BEK&E 88 88
— Right-of-use assets —{EREAE 757 756
Employee benefit expense (including directors’ (& & @M% (BFES
emoluments) (Note 18) <) (Fiz18) 4,983 14,105
Interest on lease liabilities HEAEFE 32 46
Impairment losses on trade receivables B 5 EWGRIE 2 RIEEE - 149

INCOME TAX EXPENSE

On 21 March 2018, the Hong Kong Legislative
Council passed The Inland Revenue (Amendment)
(No. 7) Bill 2017 (the ‘Bill’) which introduced the two-
tiered profits tax rates regime (the “Regime”). The
Bill was signed into law on 28 March 2018 and was
gazetted on the following day.

Under the Regime, the first HK$2 million of profits of
qualifying group entity will be taxed at 8.25%, and
profits above HK$2 million will be taxed at 16.5%.
The profits of corporations not qualifying for the
Regime will be continued to be taxed at a flat rate of
16.5%.

8. FEHIX

RZZE—N\F=A=+—8 " &8
EEBB T LFHRK (B (B
TR ROIER ((EHIERD - 5l AR
SRR (MBS - HEIERR
“E-N\F=ZAZTNBEEEKR
A URBRERRTIE -

BIEZBE  AEREEERES
%2,000,000% 7T % | 89 Bt & &
8.25% * MM iAiB2,000,000/% It 5 F)
R E16.5% o TFE 2B HlH)E
5] (0 3 1 5 4 B 4216 5% RO 4 — B =R
BE ©
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME ()

8. INCOME TAX EXPENSE

(CONTINUED)

The Regime only allows a group of connected entities
to nominate one entity to apply the reduced tax rate
for a given year of assessment. The others would not
qualify for the two-tiered profits tax rates.

Hong Kong profits tax is calculated at 8.25% on the
first HK$2 million of the estimated assessable profits
of the subsidiary of the Company and at 16.5% on
the estimated assessable profits above HK$2 million
of that subsidiary for both reporting periods.

FriSHiF X ()

SRHIE R T AR E RS R
BN R PR B E R -
it ISR A R ARG
BB -

RREREHARRAR—HHEA
A /i 5 FE =R % 1 R B2,000,000
IR 25% T HBEBFIEH - AR
BEA NGRSy b el
2,000,000/ T8 #B 5 1216.5% 5T &
BBEFEH -

Unaudited Audited
Six months Six months
ended ended

30 June 31 December
2020 2019
RISEX REZ

HE-Z-RF HE_TAF
AA=+H +-H=+—H

ER{EA 1EREA
HK$’000 HK$'000
FHxT FHIT
Current tax BNERF IR
— Hong Kong profits tax —BEFER 4,030 4,464
Deferred tax IRIERIIE (1,248) (1,040)
Income tax expense FriSHif> 2,782 3,424
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Notes to the Condensed Consolidated Financial Statements (Continued)

9. EARNINGS PER SHARE ATTRIBUTABLE
TO 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:

HAGEMBERRME (F)

9. ZALXFAEBAERLESRER

ARREANEIEEREAREER
MTHRA T BEE -

Unaudited Audited
Six months Six months
ended ended
30 June 31 December
2020 2019
RISEX &=
BE-T-TF HE_TNF
~A=+A +=A=+—H
1ER1EA 1ESEA
HK$’000 HK$’000
FERT FAT
Earnings BF
Earnings for the purpose of basic and ~ FLarE FAREAR K #E
diluted earnings per share (profit for ~ ZF| 2 & (KA 7]
the period attributable to the owners %A AFEIGANEAR 2
of the Company) il 15,633 842,334
Number of shares RGEE

Weighted average number of ordinary
shares in issue for the purpose of
basic and diluted earnings per share

Mt ESREAREE
BNz BBHITERR
B AD I 98K

1,139,330,190  1,008,788,407

There were no dilutive potential ordinary share in
issue for the six months ended 30 June 2020 and 31
December 2019. Accordingly, the diluted earnings
per share presented are the same as the basic
earnings per share.

HE-_Z-_ZTFXA=1+HE=F
—NEFE+ZA=1+—H1IEXEA &
WMEBTEEELLRR - At
R B RERZFER o
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME ()

10. DIVIDEND 10. KRE
At a Board meeting held on 28 August 2020, the REZZE=_ZFNAR=+NBRITZE
Board resolved not to declare an interim dividend for ERRE  EFERRTREARHM
the period (six months ended 31 December 2019: ZHERE(EHEZZ-—NF+=A
Nil). =+—ALEANEA : &) -
11. GOODWILL 11. B
The amount of goodwill recognised as an asset, R E—FHRE AR MERREEL
arising from acquisition of a subsidiary, is as follows: MEZSENT -
HK$’000
FHET
Cost 2%
At 1 July 2019 RZT-NFtA—H -
Additions through acquisition of a subsidiary FERWE—RIEARE 302,965
At 31 December 2019, R=B-hE+=A=+-HB"
1 January 2020 —E2-Z5-A-H
and 30 June 2020 R-ZB-_ZFXA=1H 302,965
Accumulated impairment REHRME
At 1 July 2019 R_E—NF+tA—H =
Impairment loss REEE =
At 31 December 2019, R=B-hF+=A=+-B"
1 January 2020 and ZEZEF-A-HR
30 June 2020 —E-ZHXA=1H -
Carrying amount BRME{E
At 31 December 2019 RZE-NF+-A=+—H 302,965
At 30 June 2020 R-B-ZFAA=1H 302,965
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME (F)

11. GOODWILL (CONTINUED) 11. FE@@E
For the purpose of impairment testing, goodwill is RREANRTNS  BESEERSE
allocated to the cash-generating units as follows: BRI ¢
Unaudited Audited
As at As at
30 June 31 December
2020 2019

RBER &S
R=B-F RN_Z%
AA=+HB +=RA=+—H

HK$’000 HK$'000
FET FHIT
Corporate finance services, investment {3 RIE R &
and others RE M 268,373 268,373
Asset management services BEEBRS 34,592 34,592
302,965 302,965
Impairment testing on goodwill HEBETRENR
For the six months ended 30 June 2020, the BE_Z_ZFA=Z+HLEARAE

management has reviewed goodwill for impairment A EEEEREEAETRENR
testing purposes. The review comprised a o RPRELR EMFED SR
comparison of the carrying amount and the value-in- Z2FAZH I (HNBRESEEEL B
use, of the above aforesaid segments (the smallest REEEEREE -

cash-generating unit) to which the goodwill has been

allocated.

The management of the Group determines that there HE_T-_TFA=THIEARAE
is no impairment loss on the goodwill for the six A AEEEEEEEIIBRHER
months ended 30 June 2020. B8 -
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Notes to the Condensed Consolidated Financial Statements (Continued)

fii B

12,

13.

.
ek

B EmRME

& (%8)

INTANGIBLE ASSETS 12. BEEE
Investment
management
agreement Backlog  Trade name SFC licences Total
REEEHE & BEE REEMR &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL T AL THL THL
Cost 23
A1 July 2019 RZZE-NEtA-A = = = = =
Additions through acquisfion ERNE
of a subsidlary —BHBAARE 15,560 16,705 69,044 3,740 104,049
At 31 December 2019, R=B-AF+=A=t-B"
1 January 2020 —8-%%-A-A
and 30 June 2020 R=B-2%£5xA=1H 15,560 15,705 69,044 3,740 104,049
Amortisation and impairment ~ ERHE
A1 July 2019 R=E-NE+A-R = = = = =
Amortisation ] 2,683 2,181 1,439 - 6,303
At31 December 2019 and jﬁ+ A=t-BR
1 January 2020 : 2,683 2,181 1,439 = 6,303
Amortisation B 3219 2617 1,726 - 7,562
At 30 June 2020 RZBZ2FRAZ1H 5,902 4,798 3,165 - 13,865
Carrying amount REfE
At 31 December 2019 R=Z-AF+=A=1-H 12,877 13,524 67,605 3,740 97,746
At 30 June 2020 WoB-2ERA=1H 9,658 10,907 65,879 3,740 90,184
CONTRACT ASSETS AND CONTRACT  13. SHEERAGWAR

LIABILITIES

The Group has recognised the following revenue-
related contract assets and contract liabilities.

AEECHER AT RaSERANEE

RE#HEE -

Unaudited Audited

As at As at

30 June 31 December

2020 2019

RISEX &5

R-ZB-EF —ZT-NF

XA=+A +=A=t+-A

HK$’000 HK$’'000

FHET FHT

Contract assets EREE 53 150
Contract liabilities EHEaE 18,270 16,200

RUEREFE - AR ELEEEE

The timing of revenue recognition, progress billings to

customers and payments received from customers Eﬁiﬁuﬁlua%?ﬁ/ e B ik
would affect the amount of trade receivables, contract NERPRFE AR EROE SR
assets and contract liabilities recognised as at the FIE - EHEERANBENSRE -

reporting date on the statement of financial position.
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Notes to the Condensed Consolidated Financial Statements (Continued)

13.

HAGEMBERRME (F)

CONTRACT ASSETS AND CONTRACT  13. SHEEREHNEE(E)
LIABILITIES (CONTINUED)
The expected timing of recovery or settlement for ERBETEREISAERRIAT -
contract assets is as follows:
Unaudited Audited
As at As at
30 June 31 December
2020 2019
RISEX KEZ
R-B-ZHF —=-NEF
AA=tH +=ZA=+—H
HK$’000 HK$'000
FExT FAT
Within one year —FR 53 150
The contract liabilities mainly relate to the advance aMaErERBEREFRESMH -
consideration received from customers.
Movements in the contract liabilities during the six BE_ZT_TE A=tRAR=F
months ended 30 June 2020 and 31 December 2019 —AF+ZA=T—RILNERR
are as follows: BHNAENEEHNT
Unaudited Audited
Six months Six months
ended ended
30 June 31 December
2020 2019
RISER KEZ
HE-E-EE  HE-THF
AA=+tH +ZA=1+—H
1ExEA 1R ME A
HK$’000 HK$’000
T FAT
At 1 January 2020/ R-Z-ZF—F—RH/
1 July 2019 —Z-NEtA—AH 16,200 =
Additions through acquisition 7 BB — R
of a subsidiary RERE - 15,183
Revenue recognised that was included in ~ RERFIFFAANEE
the contract liabilities balance ERZ
at beginning of period B RS (3,800) (6,883)
Increase due to cash received, excluding ~ REIREE WIEE
amount recognised as revenue during (MREERAREN
the period ) g m 5,870 7,900
At 30 June 2020/ R=ZF-ZTFXA=1H/
31 December 2019 —Z-NE1+=A
Eqr=F 18,270 16,200
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Notes to the Condensed Consolidated Financial Statements (Continued)

fii B

GEMB®RERM

a (%)

14. TRADE AND OTHER RECEIVABLES,

14.

B REMEBYWRE  EF

DEPOSITS PAID AND PREPAYMENTS ReERBENRE
Unaudited Audited
As at As at
30 June 31 December
2020 2019
REER "EZ
R-Z-ZfF R=FT—N%F
AA=tH +=ZA=1+—H~H
HK$’000 HK$’000
FHT FHT
Trade receivables (Note) E S rEsoros () 10,478 15,672
Other receivables E gl sRIE 39 164
Prepayments TR RIE 31 289
Rental and utility deposits He RKkERSE 341 341
10,889 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.

Da Yu Financial Holdings Limited
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME (F)

14. TRADE AND OTHER RECEIVABLES, 14. BEZRHMEKRFRE B4
DEPOSITS PAID AND PREPAYMENTS RERFANTEE)
(CONTINUED)

The ageing analysis of Group’s trade receivables as NEEZ S EYGRIBRRE B BHER
at the reporting date, based on invoice dates, is as BEAHHMREROTIT ¢
follows:
Unaudited Audited
As at As at
30 June 31 December
2020 2019
RISEZX KEZ

R=-B=-ZF RZZT—NF
~A=+A +=A=+—H

HK$’000 HK$'000
T FAT
Within 30 days 30HA 2,282 7,174
Over 30 days but within 60 days B30 HEMN60R A 1,484 6,413
Over 60 days but within 90 days 23860 B 1ER908 A 1,478 296
Over 90 days but within 365 days HB3E90H 1B 365H A 4,553 1,333
Over 365 days jtBiB365H 681 456
10,478 15,672

15. CASH AND CASH EQUIVALENTS 15. RERBEEZEEY
Unaudited Audited
As at As at
30 June 31 December
2020 2019
REGEFZ Bz
RZBZBF R hF
AA=+H +=ZA=+—H
HK$’000 HK$'000
FET FHT
Cash on hand and at banks FHENIRITRS 4,216 2,019
Short-term time deposits EHETEEER 59,161 37,856
Cash and cash equivalents RERREEEY 63,377 39,875
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Notes to the Condensed Consolidated Financial Statements (Continued)
HRGEMBRERME(E)

16. SHARE CAPITAL 16. B&A
Number of shares Amount
RAEE &8
HK$'000
TAT
Authorised: EE
Ordinary shares of HK$0.10 each FR010B T 2 Bk
At 1 July 2019 R=Z-NFtA—8 3,000,000,000 300,000
Increase in authorised share capital (Note ()) & BN A1 (B () 7,000,000,000 700,000
At 31 December 2019, R=B-hE+=A=+-H"
1 January 2020 —E-Z5-f-H
and 30 June 2020 R-—Z-BExA=tH 10,000,000,000 1,000,000
Number of shares Amount
ROBE &8
HK$'000
TAT
Issued and fully paid: BRTRMR
At 1 July 2019 R=Z-hEtA—H 1,001,765,216 100,177
Capital reorganisation (Note (i) RRAE A (P3E() (901,588,695) (90,159)
Issue of shares pursuant RERESE
to subscription (Note (i) FATRRD (B3R (i) 284,750,000 28,475
Issue of shares pursuant BEHEE
to new placing (Note (ii) BATMRAD (i) 512,698,586 51,270
Issue of shares pursuant BEAREE
to public offer (Note (i) BATRAD (M3 (i) 241,705,083 24,170
At 31 December 2019, RZZ-AFE+=A=+-8"
1 January 2020 —B-Z%-f-H
and 30 June 2020 R-E-EFXA=1A 1,139,330,190 113,933
Notes: Fi&E -

Da Yu Financial Holdings Limited

On 25 July 2019, a capital reorganisation (the
“Capital Reorganisation”) became effective, pursuant
to a special resolution passed in the Company’s
extraordinary general meeting on 22 May 2019 in
which, 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.
For further information of the Capital Reorganisation,
please refer to annual financial statements for the six
months ended 31 December 2019.

Interim Report 2020

RZT-NFLA=-+HB  BX
B (RAEEDER  REBEAR
AR=ZZE-AFRA=-+=HET
HIR ARG LRBERFRDR
HERHF RZZT-A&ELA

—t+HEA  ADARIDEEER T
ARG 5 R 8 T R B e

M2 EDEREEAREHEARRR
AIERZEESHE - BRRAEA
ZEZER  FR2HBE—FT N
FTZA=ZT—RLEAEANFE
BB



Notes to the Condensed Consolidated Financial Statements (Continued)

16.

17.

SHARE CAPITAL (CONTINUED)

Notes: (Continued)
(i) Subscription and new placing

On 25 July 2019, the subscription (the “Subscription”)
of a total of 284,750,000 new ordinary shares of
the Company 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 25 July 2019, new placing shares of a total of
512,698,586 new ordinary shares of the Company
have been allotted and issued to several independent
third parties at a price of HK$0.52 per share (the
“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

According to announcement of allotment results
dated 25 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,
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.

SHARE OPTION SCHEME

No share options were granted under the share
option schemes for the six months ended 30 June
2020 and 31 December 2019.

HAGEMBERRME (F)

16. R (&)
Fft3E - (48)
(ii) RBBERFNERE

R= ”ﬂﬁtﬂ et ) =
A E)A #£284,750,000/% 1 & @_
Hx(ﬁ R EEERERER
0.527%8 T 2 BRELE REITTRE
A o KRR B REEEBEFTER
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAEAS

B R M ()

18. RELATED PARTY TRANSACTIONS 18.

Save as those disclosed elsewhere in these unaudited
interim condensed consolidated financial statements,
the Group had the following significant related party
transactions during the six months ended 30 June
2020 and 31 December 2019, which were carried out
in the normal course of the Group’s business:

BBARS

BEZEREEZHHEREE I BER
REMMTFRBEBEEI - AEEEE
—EEERAZHTRAR=ENF
ToAZ+—HEANEARE TIIE
KBRS - HRAEEE XS
BIZPAELT

Unaudited Audited
Six months Six months
ended ended
30 June 31 December
2020 2019
REER "EZ
BE-E-2F HE_TNF
AA=tA +=A=+—H<H
1EARER 1EAfE A
HK$’000 HK$’000
T FHT
Received or receivable from SHK BIEELGT TR ERR
Hong Kong Industries Limited (‘SHK”), /REJ (I (—rERa
a related company AT FIEB
Management fee income (Note (i)(a)) EEBWA (HEE( )(a)) 7,920 8,123
Sundry income (Note ()(0)) TGN 566 1,242

Notes:

()@)

Da Yu Financial Holdings Limited

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.

Yu Ming provided day-to-day management (including
office administration and operation) to SHK and fees
were charged in accordance with the Investment
Management Agreement.

Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements (Continued)

18. RELATED PARTY TRANSACTIONS
(CONTINUED)

Notes: (Continued)

(il

(i)

Save as disclosed elsewhere in the condensed
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.

The compensation of key management personnel of
the Group for the six months ended 30 June 2020
are salaries, allowances and bonus of approximately
HK$1,801,000 (six months ended 31 December
2019: approximately HK$10,376,000) and pension
costs for defined contribution plan of approximately
HK$90,000 (six months ended 31 December 2019:
approximately HK$81,000).

19. LITIGATIONS

)

Mr. Lim Hang Young (“Plaintiff 1”) as the
plaintiff filed a writ of summons (“Writ
1”) in December 2016 against (i) the
Stock Exchange; (ii) Yu Ming; and (iii) L
& A International Holdings Limited (“L &
A International”), its shares are listed on
the GEM 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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19. LITIGATIONS (CONTINUED)

)

(Continued)

The Directors, having obtained the legal
opinion from the legal advisers that no
litigation has yet been commenced against
Yu Ming up to the date of this 2020 Interim
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 six months ended 30
June 2020 and 31 December 2019.

Mr. Kim Sungho (“Plaintiff 2”) as the plaintiff
filed a writ of summons (“Writ 2”) 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”); (iii) 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 (ii) 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.

Da Yu Financial Holdings Limited Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements (Continued)

19. LITIGATIONS (CONTINUED)

@

(Continued)

The Directors, having obtained the legal
opinion from the legal advisers that no
litigation has yet been commenced against
Yu Ming up to the date of this 2020 Interim
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 six months ended 30
June 2020 and 31 December 2019.

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)E4L4; and (jii)f#1E 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 adviser to act for it in relation
to the Action, and based on the information
and documents Yu Ming provided to it, such
legal adviser 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
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19. LITIGATIONS (CONTINUED)

©)

(Continued)

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.
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Notes to the Condensed Consolidated Financial Statements (Continued)

19. LITIGATIONS (CONTINUED)

©)

(Continued)

The Group’s legal adviser 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 adviser is of the opinion that,
the vagaries of litigation aside, Yu Ming is very
likely to successfully defend the Action.

The Directors, having obtained the legal
opinion from the legal adviser, 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 six months ended 30
June 2020 and 31 December 2019.

HAGEMBERRME (F)

19. R (&)
@) (&)

REBEZBERRAR @ R
BRKEIABEERA -
BERREEMALTE-RA
BRI L& 4 B BR5% 2 B DA 380

EETRIE - AIRRES
ERENERERIEAET

WEE  BTRARERT
REBEHETHHOR - &
ENRA - RPRERERE
EHBRHBRERERERE
FER THE - RIBRHFEME
RUENEREXME  AEE
ERERRR - MERAFRA
ERB L REBEABIH
Z AR AR

EFCEERREM A
BR - RBARMZEKE
RRBAE B AET B 7
o ARERBE-E-F
FRA=TAR-Z-AF
+=A=+t—ALEAEAL
s LG TR

ABESHERERAT 2020 FHEERE

57



58

Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME ()

20. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

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).

The level in the fair value hierarchy within which the
financial asset is categorised in its entirety is based
on the lowest level of input that is significant to the fair
value measurement.
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Notes to the Condensed Consolidated Financial Statements (Continued)

HAGEMBERRME (F)

20. FAIR VALUE MEASUREMENTS 20. £WMITAZAFEIE G
OF FINANCIAL INSTRUMENTS
(CONTINUED)

BAVESIR HHEE (#)

Financial assets carried at fair value
(Continued)

R BARRR NIRRT EFE 2
BEDEDRATHRTEER :

The financial assets measured at fair value in the
statement of financial position are grouped into the
fair value hierarchy as follows:

Unaudited
As at 30 June 2020
REER
R-Z-ZFXA=t+A
Level 1 Level 2 Level 3 Total
-8 #=F E st
HK$°000 HK$000 HK$000 HK$000
TER TER THET FiEx
Assets &E
Financial assets RATEGABRLZ
at FVPL BBEE
— Listed equity securities held —BEEEMN LT
for trading AES 246 - - 246
Total fair value ATEEE 246 - - 246
Audited
As at 31 December 2019
BEZ
RZF-NEF+=A=1+—H
Level 1 Level 2 Level 3 Total
F—E F-E £=F #it
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT TET FHT
Assets BE
Financial assets BATEAB®RZ
at FVPL HBAE
- Listed equity securities held —FHEREM LT
for trading RRAFEH 1,093 - - 1,093
Total fair value NFERE 1,093 = = 1,093

There were no transfers between levels during the
six months ended 30 June 2020 and 31 December

2019.

HE-_Z-_TFA=+HE=Z
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21,

IMPACT OF NOVEL CORONAVIRUS
OUTBREAK TO THE GROUP

Though Yu Ming has secured significant mandates
during the six months ended 30 June 2020, the
repercussions of the People’s Republic of China
(“PRC”) travel restrictions caused by the coronavirus
create low visibility to our corporate finance advisory
operations:

1. Since face to face meetings have been the
common interface with clients, the challenges
Yu Ming faces in 2020 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.

2. Some of our works involve reviewing
recommendations or decisions of the Stock
Exchange where we and clients physically
attend to make effective representation at
listing committee hearings. The imposition
of a fourteen-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. If the hearings are held with
a conference call, the clients would not be
able to make an effective representation face-
to-face with the listing committee members.
Therefore, the travel restrictions are expected
to affect revenue, but the extent is too early to
conclude.

The Group applied for a government support program
introduced in response to the global pandemic.
Included in profit or loss is HK$351,000 (six months
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 unfulfilled obligations
relating to this program.
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