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Corporate Information
NEEH
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Chairman’s Statement
FEHRE

| am pleased to present the annual results of Da Yu Financial Holdings Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the year ended 31
December 2023.

2023 was a year of high expectation by Hong Kong investors, anticipating a market
rebound driven by economic vibrancy upon the lifting of travel restriction and
quarantine policies. Hong Kong did not live up to that expectation. The lofty USD
interest rate did not help Hong Kong either as a USD pegged economy. Stock
markets in most of the rest of the world rewarded investors handsomely. The over
reliance of China’s enterprises as a supply of new listing applications in the past two
decades which dwindled with Mainland’s economic slowdown, and the withdrawal
of foreign capitals dealt a double blow to Hong Kong'’s capital market. Together
with the after effect of a systemic and massive default of loans by China’s property
developers, investors’ confidence in Hong Kong capital markets dampened. The
zealous application of reverse takeover rules by The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) in business/asset acquisitions by listed companies
made mid-to-small cap listed companies hesitant in sizable acquisition for fear of
being treated by the Stock Exchange as reverse takeovers.

Despite another challenging year, the Group’s businesses in corporate finance,
asset management and money lending remained profitable, other than the non-
cash impairment of accounting goodwill arising from the acquisition of Yu Ming
Investment Management Limited in July 2019. The stockbroking business,
Morton Securities Limited, was loss making amidst a myriad of firms closing
down. Stockbroking however remains an important capability in the Group’s
comprehensive financial services strategy. Some moderate cost cutting was
undertaken in the stockbroking business and the Group is committed to continue to
offer the service.

DIVIDEND

The board of Directors of the Company does not recommend the payment of a
dividend for the year ended 31 December 2023 (2022: Nil).

Da Yu Financial Holdings Limited Annual Report 2023
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CLOSURE OF REGISTER OF MEMBERS

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

The forthcoming AGM of the Company is scheduled to be held on Friday, 24 May
2024. The register of members of the Company will be closed from Tuesday, 21 May
2024 to Friday, 24 May 2024, both days inclusive, during which period no transfer
of shares of the Company will be registered. To be eligible to attend, speak and
vote at the AGM, all transfer forms accompanied by the relevant share certificates
must be lodged with the Company’s Hong Kong branch share registrar, Hong
Kong Registrars Limited of Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong for registration not later than 4:30 p.m. on
Monday, 20 May 2024.

FUTURE PROSPECTS

The “Management Discussion and Analysis” by the Managing Director, which
immediately follows this statement and biographical details of directors,
incorporates the Group’s business outlook for the future.

APPRECIATION

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

Kuo Jen-Hao
Chairman

Hong Kong, 27 March 2024
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Biographical Details of Directors
EEREFE

NON-EXECUTIVE DIRECTOR AND CHAIRMAN OF
THE BOARD OF DIRECTORS

Mr. Kuo Jen-Hao (“Mr. Kuo”), aged 47, was appointed as a non-executive
Director on 23 December 2019. Mr. Kuo is the chairman of board of directors of the
Company and a member of each of audit committee and remuneration committee
of the Company. He is also a director of certain subsidiaries of the Company. Mr.
Kuo is currently the chairman and the general manager of First Steamship Company
Limited (“First Steamship”), a substantial shareholder of the Company, the chairman
of Grand Ocean Retail Group Limited, a subsidiary of First Steamship and the
chairman of Taiwan Environment Scientific Co., Ltd. These companies listed on the
Taiwan Stock Exchange Corporation. In addition, Mr. Kuo is also a non-executive
director and chairman of the board of Sandmartin International Holdings Limited
(“Sandmartin”), a company incorporated in Bermuda with limited liability with its
shares listed on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (stock code: 482). He was a non-executive director and
chairman of the board of Summit Ascent Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 102), for a period from December
2017 to April 2019. He was also a director of IRC Properties Inc. (now known
as Philippine Infradev Holdings Inc.), a company listed on the Philippine Stock
Exchange, for the period from July 2017 to May 2018.

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

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

Mr. Kuo graduated with a Bachelor’s degree in Business Administration from
Aletheia University in Taiwan and holds a Master degree of Business Administration
from Pace University in 2003 in the United States. Mr. Kuo is an inactive certified
public accountant of the New Jersey State Board of Accountancy.
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Biographical Details of Directors (Continued)

NON-EXECUTIVE DIRECTOR

Mr. Xu Haohao (“Mr. Xu”), aged 39, was appointed as a non-executive Director
on 31 May 2023 and is a member of each of audit committee and nomination
committee of the Company. He is also a director of a subsidiary of the Company.

Mr. Xu is currently a major shareholder and executive director of Yuen Wo
International Limited, a company registered in Hong Kong.

Mr. Xu holds a Bachelor’s degree in Financial Administration from University of
Winnipeg, Canada and an EMBA degree from the City University of Hong Kong.

Mr. Xu has extensive experience in financial and corporate management. From
September 2019 to August 2022, Mr. Xu served as executive director and the
chief executive officer of Man Sang International Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 938). Previously, Mr. Xu served as
an executive director of CWT International Limited, a company listed on the Main
Board of the Stock Exchange (stock code: 521) from December 2014 to June 2019
and held various senior management positions including co-chairman and chief
executive officer during his term of service. From November 2016 to September
2019, Mr. Xu was also a non-executive director of AID Life Science Holdings Limited
(now known as 8088 Investment Holdings Limited), a company formerly listed on
GEM of the Stock Exchange (former stock code: 8088, which was privatised in
August 2022), and from May 2018 to April 2019, a director of HY Energy Group
Co., Ltd., an A-Shares listed company on the Shanghai Stock Exchange (stock
code: 600387). From September 2012 to March 2014, Mr. Xu worked in finance
department of Hong Kong Airlines Limited.

Mr. Xu is a director and shareholder of Beyond Global Enterprises Limited, a
substantial shareholder of the Company. He is also a director of Victory Gain
Ventures Limited, a substantial shareholder of the Company and a subsidiary of
Beyond Global Enterprises Limited.

* For identification purpose only
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Biographical Details of Directors (Continued)
E$@ﬁn¥tﬁ(:-ﬁ)

EXECUTIVE DIRECTORS

Mr. Lee Wa Lun, Warren (“Mr. Warren Lee”), aged 60, was appointed as an
executive Director on 25 July 2019 and is the Managing Director and the chairman
of the executive committee of the Company. He was one of the founding directors of
Yu Ming Investment Management Limited (“Yu Ming”), the wholly-owned subsidiary
of the Company, in August 1996 and has worked in Yu Ming ever since. Mr.
Warren Lee is mainly responsible for overseeing business development of Yu Ming,
maintaining client relationship, monitoring industry developments and supervising
corporate finance advisory and asset management teams on the provision of
services to clients. Mr. Warren Lee is also a director of certain subsidiaries of the
Company.

Mr. Warren Lee is currently a director of SHK Hong Kong Industries Limited (“SHK”),
a company formerly listed on the Main Board of the Stock Exchange (former stock
code: 666, which was privatised in April 2021). He was appointed as SHK’s director
in September 2004.

Mr. Warren Lee is also an independent non-executive director of Wise Ally
International Holdings Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 9918), since December 2019.

From December 2008 to November 2013, Mr. Warren Lee was a director of
First Natural Foods Holdings Limited (now known as Imperial Pacific International
Holdings Limited), a company listed on the Main Board of the Stock Exchange
(stock code: 1076). From June 2010 to June 2013, Mr. Warren Lee was an
executive director of Viva China Holdings Limited (now known as Viva Goods
Company Limited), a company formerly listed on GEM of the Stock Exchange
(former stock code: 8032) and now transferred to the Main Board of the Stock
Exchange (stock code: 933).

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

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

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

Da Yu Financial Holdings Limited Annual Report 2023
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Biographical Details of Directors (Continued)

Mr. Lam Chi Shing (“Mr. Lam”), aged 43, was appointed as an executive Director
on 25 July 2019 and is a member of the executive committee of the Company. He
joined Yu Ming in 2005. He is a director and the portfolio manager of Yu Ming and
is licensed by the SFC to act as a Responsible Officer to carry on Type 1 (dealing
in securities), Type 4 (advising on securities), Type 6 (advising on corporate finance)
and Type 9 (asset management) regulated activities under the SFO. Mr. Lam mainly
supervises the asset management business of Yu Ming, and is responsible for
formulating investments ideas, identifying different investment opportunities both
in listed and unlisted securities and execution of investment decisions. He is also
involved in the provision of corporate finance services by Yu Ming. Mr. Lam is also a
director of certain subsidiaries of the Company.

Mr. Lam has over 17 years of experience in asset management and corporate
finance gained in Yu Ming. Prior to joining Yu Ming, Mr. Lam worked in corporate
lending and syndication department of The Bank of East Asia, Limited. Mr. Lam
graduated from The Chinese University of Hong Kong in 2002 with a Bachelor of
Business Administration degree, and is accredited with Chartered Financial Analyst
since September 2009.

Ms. Li Ming (“Ms. Li”), aged 46, was appointed as an executive Director on 25 July
2019 and is a member of the executive committee of the Company. Ms. Li has
over 20 years of experience in corporate finance. She joined Yu Ming in October
2007. She is a director of Yu Ming and is mainly responsible for supervising and
leading execution of corporate finance projects of Yu Ming. She is also involved in
the provision of asset management services by Yu Ming. Ms. Li is also a director of
certain subsidiaries of the Company. Prior to joining Yu Ming, Ms. Li worked with
Asian Capital (Corporate Finance) Limited from April 2001 to October 2007.

Ms. Li is also an independent non-executive director of Fufeng Group Limited, a
company listed on the Main Board of the Stock Exchange (stock code: 546), since
April 2022.

Ms. Li is licensed by the SFC to act as a Responsible Officer to carry on Type
1 (dealing in securities) and Type 6 (advising on corporate finance) regulated
activities as well as a Licensed Representative to carry on Type 4 (advising on
securities) and Type 9 (asset management) regulated activities under the SFO. Ms.
Li obtained Master of Finance (Investment Management) degree from The Hong
Kong Polytechnic University in 2010 and Bachelor of Arts degree in Business
Administration awarded by the University of Hertfordshire of the United Kingdom in
2000.
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Biographical Details of Directors (Continued)
EERFERE(E)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Sze Chung (“Mr. Chan”), aged 54, was appointed as an independent
non-executive Director on 26 July 2019. He is also the chairman of the audit
committee and a member of each of remuneration committee and nomination
committee of the Company. He has over 20 years of experience in finance and
accounting. Mr. Chan is currently an independent non-executive director of
Kontafarma China Holdings Limited, a company listed on the Main Board of the
Stock Exchange (stock code: 1312).

From December 2009 to August 2010, Mr. Chan was the chief financial officer of
Coolpoint Energy Limited (now known as Viva Goods Company Limited), a company
formerly listed on GEM of the Stock Exchange (former stock code: 8032) and now
transferred to the Main Board of the Stock Exchange (stock code: 933).

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

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

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

Mr. Suen Chi Wai (“Mr. Suen”), aged 59, was appointed as an independent
non-executive Director on 26 July 2019. He is also the chairman of the nomination
committee and a member of each of audit committee and remuneration committee
of the Company. Mr. Suen is a practising solicitor in Hong Kong. He was a partner of
Withers from February 2018 until his retirement from the partnership in March 2023,
he is currently a consultant of Withers. He has more than 20 years of experience
in corporate finance and with area of practice principally in initial public offerings
on the Stock Exchange, mergers and acquisitions, corporate reorganisations and
Listing Rules compliance, and he has advised clients from various industries such
as clean energy, pharmaceutical, medical, retails, manufacturing, entertainment and
biological.

Mr. Suen has served as an independent non-executive director of Xin Yuan
Enterprises Group Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 1748) since September 2018, Venus Medtech (Hangzhou)
Inc., a company listed on the Main Board of the Stock Exchange (stock code: 2500)
since July 2019, and BoardWare Intelligence Technology Limited, a company listed
on the Main Board of the Stock Exchange (stock code: 1204) since June 2022.

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

Mr. Suen received a Bachelor of Science degree from the University of East Anglia
in the United Kingdom in July 1987 and a Postgraduate Certificate in Laws from the
University of Hong Kong in June 1998. Mr. Suen was admitted as a solicitor in Hong
Kong in October 2000 and in England and Wales in December 2003. Mr. Suen has
also been a fellow member of the Association of Chartered Certified Accountants
since May 1998 and a certified public accountant of the Hong Kong Institute of
Certified Public Accountants since April 1993.
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Biographical Details of Directors (Continued)
EERFERE(E)

Mr. Sum Wai Kei, Wilfred (“Mr. Sum”), aged 59, was appointed as an
independent non-executive Director on 26 July 2019. He is also the chairman of the
remuneration committee and a member of each of audit committee and nomination
committee of the Company.

Mr. Sum is the head of corporate finance, equity capital markets and debt
capital markets department of BOCOM International Holdings Company Limited
(“BOCOM”). He had been with BOCOM from September 2008 to September 2016
and re-joined in March 2017. Between 2002 and 2008, Mr. Sum had been with
TSC Capital Limited (now known as KGI Capital (Hong Kong) Limited). After leaving
BOCOM in September 2016 and before re-joining in March 2017, he worked in CEB
International Capital Corporation Limited and Celestial Capital Limited.

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

BUSINESS REVIEW

For the year ended 31 December 2023 (the “Current Reporting Period”), Da Yu
Financial Holdings Limited (the “Company”) and its subsidiaries (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”), in securities broking and placing
of securities through a wholly-owned subsidiary, Morton Securities Limited (“Morton
Securities”), and in money lending business in Hong Kong mainly through another
wholly-owned subsidiary, Morgan Finance Limited (“Morgan Finance”).

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) (the “SFO”).

Morton Securities is a securities dealer licensed to carry out Type 1 (dealing in
securities) regulated activities under the SFO. Morton Securities is also an Exchange
Participant of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and is admitted by Hong Kong Securities Clearing Company Limited to participate in
the Central Clearing and Settlement System as a Direct Clearing Participant (within
the meaning of the General Rules of Central Clearing and Settlement System).

Morgan Finance holds the money lenders licence, which was granted by the
licensing court pursuant to the Money Lenders Ordinance (Chapter 163 of the Laws
of Hong Kong) and the Money Lenders Regulations, allowing Morgan Finance to
carry on money lending business in Hong Kong.

Corporate Finance Advisory

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

(i)  acting as financial adviser to advise listed issuers, shareholders and investors
of listed issuers and entities on specific transactions in respect of the Rules
Governing the Listing of Securities on the Stock Exchange (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”); and

(i) 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.

Amongst the transactions completed include resumption of trading of Main
Board listed companies on the Stock Exchange, privatization, takeover under the
Takeovers Code, hostile situations and rights issues.

Revenue for the Current Reporting Period from corporate finance advisory and
related services was approximately HK$20.5 million (2022: approximately HK$47.2
million).
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Management Discussion and Analysis (Continued)
EEER W R (&)

Asset Management

During the Current Reporting Period, Yu Ming provided asset management services
solely to SHK Hong Kong Industries Limited (“SHK?”), the first investment company
listed on the Stock Exchange. Although SHK was privatized in April 2021, the
investment management agreement with SHK is still in force until December 2024.

Revenue for the Current Reporting Period from asset management services was
approximately HK$15.7 million (2022: approximately HK$15.7 million).

Goodwill Assessment and Impairment

An accounting goodwill of approximately HK$303.0 million was recognised when
the Group acquired Yu Ming in 2019, based on Hong Kong Financial Reporting
Standard 3 (Revised) Business Combinations. A goodwill is continuously subject to
impairment testing and at least annually.

Impairment testing involves assessing the value in use of the cash-generating
units, the “corporate finance services, investment and others unit” and the “asset
management services unit” of Yu Ming in the case of the Group, to which the
goodwill is allocated. This assessment requires the Company to estimate the
expected future cash flows from these units and to use an appropriate discount rate
(which varies from time to time) to determine the present value of those cash flows.

During the estimation of expected future cash flows, management must consider
assumptions regarding future revenue and profits, which are contingent upon future
events and circumstances. Additionally, the discount rate depends on, inter alia,
market interest rates, market risk and asset-specific risk factors.

However, the overall economic conditions in Hong Kong were vibrant in 2019.
Subsequently, the downturn of the capital market in 2023, coupled with the rise in
interest rates, significantly impacted the valuation of the goodwill. These factors to a
large extent are beyond the control of the management.

In light of these circumstances, the Board carefully assessed the necessity for
goodwill impairment by conducting a thorough analysis of the current economic
climate and market conditions, and finally considered to recognise a material
goodwill impairment of approximately HK$172.4 million in 2023, and hence
contributed to an accounting loss for the Group. If isolating the effect of non-cash
goodwill impairment, the consolidated financial results of the Company for the
12 months ended 31 December 2023 recorded an adjusted profit for the Current
Reporting Period of approximately HK$10.6 million, compared to the adjusted profit
before goodwill impairment of approximately HK$27.1 million in the previous year.

Despite the significant goodwill impairment, the Group’s business operations remain
robust, sustainable and profitable.

Da Yu Financial Holdings Limited Annual Report 2023
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Management Discussion and Analysis (Continued)

Securities Broking

During the Current Reporting Period, Morton Securities was principally engaged in
securities broking, placing of securities and investment in securities.

Morton Securities remains a solid operation despite a small loss during the Current
Reporting Period.

Revenue for the Current Reporting Period from securities and related services was
approximately HK$1.8 million (2022: approximately HK$2.8 million).

Money Lending

During the Current Reporting Period, Morgan Finance was principally engaged in
money lending business in Hong Kong.

In April 2022, the Group completed the acquisition of two mortgage loans portfolios
which comprised 43 mortgage loans at that time with the aggregate outstanding

principal amount of approximately HK$41.7 million.

Nature of lending services

Morgan Finance together with its subsidiary derive referral fees and interest income
from commercial and personal lending as well as property mortgage financing.
The loans granted to customers range from unsecured loans (i.e. term loan and
personal loan) to secured loans (i.e. property mortgage and share mortgage). Built a
good reputation for delivering professional and personalised loan services, Morgan
Finance has developed a niche in the loan market, providing corporate and retail
clients with tailored liquidity solutions to meet their corporate goals and personal
needs. In view of the economic instability, Morgan Finance continued to adhere to its
cautious approach to strengthening the overall credit risk management and control
mechanism, in order to minimise default risks, it also adjusted the interest rate and
loan to value ratio on a timely basis, according to the market situation.

Revenue for the Current Reporting Period from money lending and related business
was approximately HK$5.4 million (2022: approximately HK$11.0 million).
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Management Discussion and Analysis (Continued)
EEER W R (&)

Customer profiles — Size, diversity and identity of borrowers

Loan portfolio summary

The following table provides a summary of loan products and loan size range of loan
portfolio which were outstanding as at 31 December 2023 and 2022:

EEHEE —EFAZHRIR - ZHEUERS D

ENHEHE

Ti‘%ﬁﬂ%ﬁﬁé:?:ii&‘?::iﬂ- A=+—AEKEE
ZEFMAZ ERERPEFRERE

Unlisted Listed Loans as at
Individual corporate corporate Number of 31 December
Loan size Tenure borrowers borrowers borrower borrowers 2023
N-B=-=F
¥ Lt +=HA=+-—H
BERRE FH BABERA EMERA EERA BERAHE B
HKS$ million
BEBET
Mortgage loans
IR
HK$1,000,000 or below 3 months — 11 years 22 - - 22 7.5
1,000,000/ 7L AT SEAEF
HK$1,000,001 — HK$5,000,000 4 - 12 years 4 1 - 5 7.7
1,000,001 745,000,000/ 45124
26 1 - 27 15.2
Term loans
HK$1,000,001 — HK$5,000,000 1 -6 months - 1 1 2 5.1
1,000,001 7T E5,000,00077C  1E61EA
Total 26 2 1 29 20.3
Bt
Unlisted Listed Loans as at
Individual corporate corporate Number of 31 December
Loan size Tenure borrowers borrowers borrower borrowers 2022
R-ZTE-—F
I L L +=A=+-8
BEREE FH (EVNEEZIN REBRA BEBRA BERAHE &%
HK$ million
BE#T
Mortgage loans
RIBE
HK$1,000,000 or below 1 month — 12 years 29 - - 29 11.2
1,000,000/ 7L AT AR ZE129
HK$1,000,001 - HK$5,000,000 518 years 4 1 - 5 8.5
1,000,001/ 7T 25,000,000/ 7T 5% 134
Over HK$5,000,000 9 years - 1 - 1 17.6
5,000,000 7T A £ 9fF
33 2 - 35 37.3
Term loan
BHIEH
HK$1,000,001 - HK$5,000,000 6 months - - 1 1 1.5
1,000,001 70 E5,000,000#7C  6EA
Total 33 2 1 36 38.8
Bt
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Top five borrowers

Management Discussion and Analysis (Continued)
EEER W R (&)

As at 31 December 2023, the total of the outstanding loans for the top five

borrowers amounted to approximately HK$10.6 million (2022: approximately

AAEHNA

R-ZT==

FHZA=+—H  ARBERAZREEEF AR
#110,600,0008 7L (=B = — 4 :

#925,200, oooﬁén) ' WK

HK$25.2 million), representing approximately 52.4% of the Group’s total mortgage EERBERNEHERESETENS24%(— T —F : 4
loans and term loans portfolio (2022: approximately 65.0%). Set out below is a 65.0%) c U TR =F+—_A=+—HBAEERK
summary of the top five borrowers of the Group as at 31 December 2023: BEA
Outstanding
Individual/ loan as at Concentration
Corporate Interest rate 31 December % over total
Borrower(s)  borrowers Industry Tenure (per annum) 2023 loans portfolio  Guarantee/collateral
R=B==%F
@A/ tTZA=t-B &KHELEX
BRA LEBRRA 7% FH BE(8%) AEEBEER ASLEANL  ERERR
HKS$ million
BEET
Borrower A Unlisted corporate  Operation of 1 month 22% 3.6 17.7%  Personal guarantee
fitness business
TEFRAA FELEmdE ReReEB 1A AR
Borrower B Individual N/A 6 years P+5% 2.4 11.7%  Commercial properties collateral
fEFAB (VN TiEA 6% BEMEER R
Borrower C Unlisted corporate  Property holding 12 years P+2% 1.8 9.3%  Commercial properties collateral
& AC FLmhE BENE 124F BEMEER S
Borrower D Listed corporate Interior design and 6 months 24% 1.5 7.4%  Personal guarantee
equine services
& AD ik ENHRTR 61& A BV
esjusievs
Borrower E Individual N/A 4 years P+4% 1.3 6.3%  Residential properties collateral
fERAE {EUN TEMA 45 EEMEERR
Outstanding
Individual/ loanasat  Concentration
Corporate Interest rate 31 December % over total
Borrower(s) borrowers Industry Tenure (per annum) 2022  loans portfolio  Guarantee/collateral
R-ZT-—4F
BA/ +tZA=+—H &HEHEX
A EEERA 7% FH BE(F%F) ABEER #HALHEASL ER/ERR
HKS$ million
BE#T
Borrower A Unlisted corporate  Property holding 9 years P-1% 17.6 45.3%  Residential properties collateral
fERAA EEMRE HENE 9fF FEEYEERR
Borrower B Individual N/A 7 years P+5% 2.6 6.8%  Commercial properties collateral
& AB {EUN TEMA s BEYEEAD
Borrower C Unlisted corporate  Property holding 13 years P+2% 2.0 5.1%  Commercial properties collateral
ERAC FEmRE REME 1345 BEYEERm
Borrower D Listed corporate Interior design and 6 months 24% 1.5 3.9%  Personal guarantee
equine services
fEFAD FhE MR R 6fE A EAFER
% I fR#%
Borrower E Individual N/A 5 years P+4% 1.5 3.9%  Residential properties collateral
fERAE EAA TEA 5% EEYEERR

ABESBEREBRAT 2023F% 17
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Management Discussion and Analysis (Continued)
EEER W R (&)

Credit approval processes

Before a loan is granted, the head of lending department (“LDH”) with the assistance
from outsourcing agents, has to obtain and check on the background information of
the potential borrower/guarantor (if applicable) including identity document, income
proof and residential proof, among other things at the initial stage. Upon receiving
the loan application forms, know-your-customer procedures will firstly be carried
out and credit risk assessment will then be conducted by the lending department.
Background of the potential client/corporate client (the background of its beneficial
owners will also be considered), purpose of the loan, source of fund for repayment,
value of collateral or guarantee (if applicable) and all information which is regarded
necessary will be considered before granting of the loan. Before renewal of loans,
LDH would obtain up-to-date due diligence information and perform credit risk
assessment again.

All loans must have a good and reasonable repayment prospect and loan recovery
actions will be strictly undertaken to ensure the repayment of the loans. LDH is also
responsible for ensuring on a daily basis that the relevant operational procedures
and controls implemented are adequate and effective in accordance with the
Group’s Money Lending Policy (the “MLP”) and the Property Loan Operation
Procedures Manual.

Size tests will also be prepared by the finance department to ascertain whether there
are any Listing Rules implications for granting a loan. After the credit risk assessment
is approved, the LDH will respond to the potential client the target loan amount and
if the potential client agrees to it, loan documents including mortgage/guarantee
documents will be prepared by appointed legal advisers. If notifiable transaction
is constituted, all of the Directors will be informed and the respective loan will be
subject to the Board’s approval and relevant disclosure will be made as required
under the Listing Rules.

Credits are granted according to the hierarchy of approval authorities within the
Group, based on a control limit determined by the Board, including the LDH and the
boards of directors of the respective companies within the Group and the Board, if
applicable.

This control limit, also specified in the MLP, is set according to the materiality of

the loan exposure decided by the Board from time to time. Any single loan amount
exceeding the control limit has to be approved by the Board.
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Management Discussion and Analysis (Continued)

Impairment provisions of mortgage loans and term loans

Assessments are done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic conditions
and an assessment of both the current conditions at the reporting date as well as the
forecast of future conditions.

The expected credit loss (“ECL”) for term loans is assessed individually and
mortgage loans is assessed collectively. In determining impairment allowances on
term loans and mortgage loans, the measurement of ECL requires estimation of the
amounts in respect of expected future cash flows and the assessment of whether
there have been a significant increase in credit risk.

The impairment provision has taken into account the financial strength of the
borrowers as well as the quality of collateral and other credit enhancements.

In respect of secured mortgage loans with the carrying amount of approximately
HK$15.2 million as at 31 December 2023 (2022: approximately HK$37.3 million),
the market value of collateral of such mortgage loans can be objectively ascertained
to cover the outstanding loan amounts based on valuations conducted at the end of
the financial year.

The loan to value ratio, calculated by dividing the outstanding loans of each
mortgage loan by the appraised value of its property pledged, ranged from 0.9% to
51.0% as at 31 December 2023 (2022: 0.5% to 49.6%).

Further details regarding ageing analysis, major terms, credit risk and impairment
assessment for mortgage loans and term loans are disclosed in Note 3.8, Note 19,
Note 21 and Note 38.5 to the consolidated financial statements.
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Management Discussion and Analysis (Continued)

EEERW RS W (E)

FINANCIAL REVIEW

Bt %5 [0l B8

Overall Results BEREER
The financial results of the Group are highlighted as follows: REENPEESHMMT ¢
2023 2022
—EB-=F R
HK$ million HK$ million
BEEET BEET
Revenue Wz 43.4 76.7
Other net income HAb WA FE - 0.2
Other net financial gain/(loss) Hip B isukas (E518) 558 7.3 (1.7)
Reportable segment revenue WE D AR 50.7 75.2
Employee benefit expense EERFAX (20.8) (23.8)
(Impairment losses)/reversal of impairment losses M EE CRERE),/
on financial assets RIEEEER (0.1) 0.1
Impairment losses on goodwill a2 BEEE (172.4) (21.7)
Amortisation on and derecognition of intangible assets | EERE R LR (3.5) (5.1)
Administrative and other expenses excluding amortisation 7~ 3% M 2 & ZE 85 12 42 | F HER.
on and derecognition of intangible assets TR R EAR S (13.7) (13.4)
Finance costs BhE R AR (0.2) ©.1)
(Loss)/profit before income tax BRETERAT (B51B) A (160.0) 1.2
Income tax expense FTigBiR (1.8) (5.8)
(Loss)/profit for the year NEE (FE) ORF (161.8) 5.4
Adjusted profit excluding goodwill impairment AEEREERESEZ
losses for the year BRI 10.6 27.1
Return on equity attributable to owners of the Company KRREE ARG HRE (41.4%) 1.1%
(Loss)/earnings per share (HK cents) FRR(E1R), &R GEWL)
— Basic —HIK (14.20) 0.47
— Diluted —#E (14.20) 0.47

Earnings and Expenses

The consolidated financial results of the Company for the 12 months ended 31
December 2023 recorded a loss for the Current Reporting Period of approximately
HK$161.8 million, compared to the profit of approximately HK$5.4 million
in the previous year. If isolating the effect of non-cash goodwill impairment,
the consolidated financial results of the Company for the 12 months ended
31 December 2023 recorded an adjusted profit for the Current Reporting Period
of approximately HK$10.6 million, compared to the adjusted profit before goodwill
impairment of approximately HK$27.1 million in the previous year.

The consolidated net loss was primarily attributable to the recognition of non-
cash impairment losses on goodwill of approximately HK$172.4 million for the
Current Reporting Period. The remaining goodwill balance was approximately
HK$108.8 million after the aforesaid impairment. The corporate finance business
of the Group was volatile in nature and subject to market sentiment. Given the
dampened stock market condition and low activities in the capital markets in Hong
Kong, such impairment of goodwill was considered necessary and adequate. The
abovementioned impairment losses on goodwill did not have any cash flow impact
to the operations of the Group during the Current Reporting Period.
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Management Discussion and Analysis (Continued)

The Group’s basic loss per share for the Current Reporting Period was HK14.20
cents (2022: earnings HKO0.47 cents).

Revenue for the Current Reporting Period decreased by approximately HK$33.3
million, or 43.5%, to approximately HK$43.4 million, compared to approximately
HK$76.7 million in the previous year. This decline was mainly due to the drop in
corporate finance advisory fee income, which decreased by approximately HK$26.7
million, or 56.6%, to approximately HK$20.5 million and the drop in referral fees
from money lending business by approximately HK$8.8 million, or 95.9%, to
approximately HK$0.4 million. This decrease in revenue was a result of dampened
stock market condition and low activities in the capital markets in Hong Kong.

Other net financial gain increased by approximately HK$9.0 million, or 524.5%, to
approximately HK$7.3 million in 2023, compared to loss approximately HK$1.7
million in 2022. This was mainly due to the increase in gain from investment in the
notes and other investment by approximately HK$7.7 million, or 359.8%, resulting in
a gain of approximately HK$5.5 million for the whole year.

Employee benefit expenses decreased by approximately HK$3.0 million, or 12.8%,
to approximately HK$20.8 million in 2023, compared to approximately HK$23.8
million in the previous year. This change was mainly due to reduction in staff bonus,
which decreased by approximately HK$2.8 million, or 37.4%, to approximately
HK$4.7 million.

Loss before income tax increased by approximately HK$171.2 million, or 1,534.6%,
to approximately HK$160.0 million in 2023. This downturn was due to the decrease
in revenue, as well as an increase in non-cash goodwill impairment, which increased
by approximately HK$150.7 million, or 693.8%, to approximately HK$172.4 million
in 2023. If isolating the effect of non-cash goodwill impairment which was mainly
attributable to the dampened stock market condition and low activities in the capital
markets in Hong Kong, the adjusted profit before impairment losses on goodwill
decreased by approximately HK$16.5 million, or 60.6% to approximately HK$10.6
million in 2023, compared to approximately HK$27.1 million in previous year.

Revenue and Financial Resources

For the Current Reporting Period, the Group had revenue of approximately HK$43.4
million (2022: approximately HK$76.7 million).

As at 31 December 20283, the Group had cash and cash equivalents of
approximately HK$70.4 million (2022: approximately HK$91.3 million). As at 31
December 2023, the Group’s current ratio (current assets to current liabilities) was
approximately 150.8% (2022: approximately 161.1%).

For the Current Reporting Period, the Group had no material exposure to
fluctuations in exchange rates.
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Management Discussion and Analysis (Continued)
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Indebtedness and Banking Facilities

As at 31 December 2023 and 2022, the Group had no bank and other borrowings.

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 31
December 2023 and 2022, was 0%.

Assets and Liabilities

As at 31 December 2023, the Group had total assets of approximately HK$492.5
million (2022: approximately HK$655.3 million) and total liabilities of approximately
HK$182.6 million (2022: approximately HK$183.6 million). The net assets of the
Group as at 31 December 2023 were approximately HK$309.9 million (2022:
approximately HK$471.7 million).

Capital Structure

There was no change to the share capital during the Current Reporting Period and
the year ended 31 December 2022.

On 17 November 2023, the Company proposed to issue by way of rights up to
1,139,330,190 new shares (the “Rights Share(s)”) at a subscription price of HK$0.15
per Rights Share on the basis of one (1) Rights Share for every one (1) share of the
Company (the “Rights Issue”). The Rights Issue was approved by the independent
shareholders of the Company at the extraordinary general meeting held on 28
December 2023. The Rights Issue had been completed on 2 February 2024 and
an aggregate of 1,139,330,190 new shares had been allotted and issued by the
Company. As at the date of this Annual Report, the Company’s number of issued
shares is 2,278,660,380 shares. Details of the proposed use of proceeds from the
Rights Issue were disclosed in the section headed “Events after the Reporting Date”
on page 39 of this Annual Report.

Commitments

As at 31 December 2023 and 2022, the Group had no outstanding contracted
capital commitments.

Charges on Group Assets

As at 31 December 2023 and 2022, the Group had no assets under pledge.
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Management Discussion and Analysis (Continued)

Significant Investments, Acquisitions and Disposals

On 25 August 2023, the Board resolved to, through Yu Ming, purchase up to
USD6.0 million in nominal amount (equivalent to approximately HK$47.1 million)
of the additional tier 1 perpetual notes issued by The Bank of East Asia, Limited
(“BEA”), with principal amount of USD650 million and coupon rate of 5.825% and
first call date of 21 October 2025 (the “BEA Notes”) at a discount and the total
consideration would not exceed HK$40.0 million. Yu Ming purchased a nominal
amount of USD2.0 million at approximately HK$12.4 million of the BEA Notes as
at 28 August 2023. Details of the transaction were disclosed in the Company’s
announcement dated 28 August 2023.

As at 31 December 2023, Yu Ming held a total nominal amount of USD6.0 million in
the BEA Notes and the total cost amounted to approximately HK$37.2 million. BEA
was incorporated in Hong Kong with limited liability and its shares are listed on the
Main Board of the Stock Exchange (stock code: 23). BEA and its subsidiaries (‘BEA
Group”) are principally engaged in banking and financial sectors.

As at 31 December 2023, the fair value of the BEA Notes was approximately
HK$41.5 million (representing 8.4% of the Group’s total assets). No realised gain/
loss and dividend was recorded but unrealised gain of approximately HK$4.3 million
and received coupons of approximately HK$1.4 million from the BEA Notes were
recognised during the Current Reporting Period.

Performance of significant investments:

For the Current Reporting Period, BEA Group earned a profit attributable to owners
of BEA of HK$4,118 million. The year-on-year comparison was influenced by the
extraordinary gain recorded in August 2022 on the disposal of Blue Cross (Asia-
Pacific) Insurance Limited (“Blue Cross”) and Blue Care JV (BVI) Holdings Limited
(“Blue Care”), as well as the one-time shared gain arising from AFFIN Bank Berhad’s
(“AFFIN”) disposal of AFFIN Hwang Asset Management in 2022.

Basic earnings per share of BEA were unchanged from 2022 at HK$1.32. The return
on average assets remained stable at 0.4%, while the return on average equity
decreased by 0.1 percentage point to 3.6%.

Net interest income increased by HK$3,366 million, or 24.9%, to HK$16,874 million.
Net interest margin widened by 49 basis points year-on-year, from 1.65% to 2.14%,
on the back of rising rates.

Net fee and commission income year-on-year slightly decreased by 4.1% to
HK$2,640 million amid the continued weak market sentiment. The decline in income
from customer investment activity was offset by a growing contribution of fees from
lending business and sale of third-party insurance policies.

Taken together, net trading and hedging results and net results from other financial
instruments decreased by HK$300 million, or 24.1%, to HK$945 million. Non-
interest income fell by 12.9% to HK$3,872 million.

EEE®ED T (H)

EXARE - WBREE

R-ZZEZ=FN\A-+HB  EE2GRAEZBBHOAITINE
i B LA (BT 5 26,000,000 7T (48°E 7 4747,100,000% 7T)
BEGRITAR AT ([RIEIRTT ) B1TA S 58 /650,000,000
EIT - EEHME5825% EAERBHA-_T-_HET+ A
T BREN—AKEER((REER] - BREGTEE
840, ooo 000 T - RZZZ=FNAZ+N\H  FHEL
LARRE 7 4912,400,0007% 7T 8% B (A 42,000,000 7T 2 BB
Z - R GZHABOEARRARZZ=FE N A=+ N\A T
B2 AERNHE -

RZZEZ=F+=ZA=+—08 ' 2%FHHRHEMEE,000,000
EUZREEERE B ALS7,200,000/ 7T o RIERITH
EEFMANBRAT - EARG R ATER LT (RGA
5% 0 23) c R REAMBAR([RERTEE]) FERFRIT
K& Ehea o

RZBZ=F+-A=+—RH RLZEEZRAFEHDH
41,500,000 7T ({E N EBME ELRES.4%) ° A& AR
DEREWESFSERNE BERKRE - BRERARERBEL
4,300,00078 7T & B Y = #E 22 5 491,400,000/ 7T °

BARE KRR :

RARE AR - RERITEEBRS R BRITHA A EF
/$4,118,000,000/8 7 - EAFEEMEL - RE T =—FN
AHEE+F(RR)RE ﬁﬁE’&T(fEEJr%J)&BIue Care JV
(BVI) Holdings Limited([Blue Carel)$:/5KIFER S F W=7

2 PR =T = ZFAFFIN Bank BerhadUAFHNJ)tH%AFHN
Hwang& & 12 FrEE 4 00 — R I FE( WS TS/ 2 ©

RERITERERBHE_T - _FHF - /1 325%73 © 11’]
EEDBETFFT - £0.4% @ M FHBRREREHE
BEEDE  £3.6% °

5 24.9% &
FEERFRE

F O B U A 8 A0 3,366,000,000 7 JT ¢
16,874,000,00078 7T ° FEFE EFARPIRIET -
AOMEELEE - 1.65% FFE2.14%

ARTISBEER - REE RMAS WA TFREIRFEHR D
4.1% + Z2,640,000,000/ 7T ° REBHREBFE = HREH
ERNASWAEN - I TELIRAEBBAN T -

RHEREFRFE UEREMBITAENFRARD
300,000,000 7T » 324.1% * Z 945,000,000 T » 3EF) &

WA 412.9% » %3,872,000,000/8 7T °

ABERERBERDLR 2023F

23



24

Management Discussion and Analysis (Continued)
EEER W R (&)

Overalll, total operating income increased by 15.5% to HK$20,746 million.

Operating expenses were well contained at HK$9,432 million, an increase of
HK$208 million or 2.2%. The cost-to-income ratio for 2023 improved by 5.9
percentage points to 45.5%.

Impairment losses on financial instruments decreased by HK$440 million, or 7.4%,
to HK$5,483 million. The Chinese commercial real estate sector continued to be the
main concern for asset quality, accounting for some 82% of loan loss provisions.
The BEA Group’s impaired loan ratio increased from 2.39% at the end of December
2022 to 2.69% at the end of December 2023.

Meanwhile, an impairment of HK$726 million was made on the BEA Group’s
investment in AFFIN, as a result of a drop in AFFIN’s value in use.

Net profit on sale of assets held for sale decreased by HK$1,443 million, mainly
due to the aforementioned one-off gain of HK$ 1,446 million on the disposal of Blue

Cross and Blue Care in 2022.

Prospects of significant investments:

The Chinese Mainland economy is transitioning from high-speed growth to high-
quality development. From electric vehicles to major retail brands, Chinese
champions are forging into the lead both domestically and abroad. BEA is targeting
the future by developing a wide range of clients both on the Chinese Mainland and
in Hong Kong that will profit from these trends.

BEA is expected to continue strengthening its wealth management services,
establishing new relationships to further diversify its client portfolio and generate
stronger fee-income streams. Cross-boundary services will be further enhanced,
following the opening of BEA Tower in Qianhai.

Investment strategy in significant investments:

In view of the attractive yield, the Group intends to hold the investment.

Save as disclosed above, there were no significant investments, acquisitions and
disposals by the Group during the Current Reporting Period.
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Management Discussion and Analysis (Continued)

Segment Information

Detailed segmental information in respect of the revenue and profit or loss is shown
in Note 6 to the consolidated financial statements.

Contingent Liabilities

As at the date of this report and as at 31 December 2023 and 2022, the board of
Directors of the Company is not aware of any material contingent liabilities.

REMUNERATION POLICIES

As at 31 December 2023, the Group, including its subsidiaries but excluding
associates, had 29 staff including Directors (2022: 28). The remuneration policy of
the Group is to ensure that all staff, including Directors, are sufficiently compensated
for their efforts and time dedicated to the Group and remuneration offered is
appropriate for their duties and in line with market practice. No Director, or any of
his/her associates, or executive is involved in deciding his/her own remuneration.
In addition, share options may be granted to eligible employees of the Group in
accordance with the terms of the approved share option scheme. Employees are
regarded as important assets and resources of the Group. The Group encourages
employees to receive training that is related to their works and responsibilities.
Efforts including appropriate training courses arranged and/or subsidies offered as
well as materials relating to compliance and regulatory updates regularly circulated
to staff (including Directors) were made to ensure employees’ continuous training
and development.

EMPLOYEE BENEFIT EXPENSE

The Group’s employee benefit expense mainly consisted of salaries, discretionary
bonus and mandatory provident fund for the employees as well as fees for
the Directors. Salaries, discretionary bonus, mandatory provident fund and
Directors’ fee amounted to approximately HK$15.0 million (2022: approximately
HK$15.2 million), approximately HK$4.7 million (2022: approximately HK$7.5
million), approximately HK$0.6 million (2022: approximately HK$0.6 million) and
approximately HK$0.5 million (2022: approximately HK$0.5 million) respectively
during the Current Reporting Period.
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PRINCIPAL RISKS AND UNCERTAINTIES

Due to the nature of our corporate finance advisory services of non-repetitive basis,
income from corporate finance business is volatile, and usually dwindles during low
activity years such as 2023.

The Group has goodwill of approximately HK$281.2 million brought down from
last year. Goodwill is tested for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value may be impaired. In the
course of testing, estimations have to be made. There are inherent uncertainties
related to such estimation and judgement in applying to the assessment of goodwill
recoverability. Impairment losses on goodwill charges amounted to approximately
HK$172.4 million for the Current Reporting Period. Any further impairment charges
would negatively impact the Group’s financial results.

There were intangible assets of approximately HK$61.0 million brought down from
last year. Those intangible assets were subject to amortisation and/or impairment
test. Amortisation charges amounted to approximately HK$3.5 million for the
Current Reporting Period. Any further impairment charges might have a material
adverse impact on the Group’s results.

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

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

PROSPECT

The acquisition of Morgan Finance in March 2022 enhances the Group’s capability
to offer a more comprehensive financial services to existing and new clients. We
have well-prepared to expand our service offerings in the financial services industry
s0 as to maintain a sustainable development of the Group.

The barrage of delisting notices filed by the Stock Exchange on listed companies
offers both awe and opportunities to us as a financial adviser renowned in listing
resumption works. The lifting of COVID travel restrictions though did not give the
capital market an impetus we anticipated, it enabled us to meeting clients face-to-
face, deepening trust and relationship further.

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

However, as our corporate finance practice works on transactions on a project
basis, and our services depend largely on whether we will continue to secure new
mandate in areas we specialize in.

Our asset management client, SHK, the first investment company listed on the
Stock Exchange under Chapter 21 of the Listing Rules, was privatized and delisted
on the Stock Exchange in April 2021. Our investment management contract with
SHK was renewed in December 2023 for 12 months.

After completion of Rights Issue in February 2024, the Company would apply
approximately HK$150.0 million of the net proceeds from the Rights Issue as the
seed money into a new formed fund, Yu Ming High Dividend Fund, to expand its
asset management business and HK$20.0 million as capital for the Group’s money
lending business.

The appointment of Ms. Bonnie Chan as the new Chief Executive Officer of the
Stock Exchange gave capital market practitioners hope in the reform of the
existing skewed listing regime to facilitate an efficient vetting process for new listing
applications, to provide an equality treatment for big and small businesses, new
technology or traditional businesses alike, and a pragmatic approach to listed
companies’ application for resumption of listing on the Stock Exchange. With
changes comes hope.

Lee Wa Lun, Warren
Managing Director

Hong Kong, 27 March 2024
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Directors’ Report
EEEHRE

The board of Directors of Da Yu Financial Holdings Limited (the “Company”)
(the “Board”) presents its report together with the audited consolidated financial
statements of the Company and its subsidiaries (together referred to as the “Group”)
for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities
of the Company’s subsidiaries are provision of corporate finance advisory services,
asset management services, securities broking, underwriting and placing of
securities, and money lending, details of which are set out in Note 35 to the
consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group for the year ended 31 December 2023
and a discussion on the Group’s future business development are provided in
the Chairman’s Statement on pages 4 to 5 and Management Discussion and
Analysis on pages 13 to 27 of this Annual Report, respectively. Possible risks
and uncertainties that the Group may be facing are set out in the Management
Discussion and Analysis on page 26 of this Annual Report and the Corporate
Governance Report on pages 41 to 61 of this Annual Report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

Discussion on the environmental policies and performance of the Group are set
out in the Environmental, Social and Governance Report on pages 62 to 75 of this
Annual Report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Company itself is an investment holding company incorporated in the Cayman
Islands and listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The Group’s operations are mainly carried out by its operating
subsidiaries incorporated in Hong Kong, Yu Ming Investment Management Limited
(“Yu Ming”), Morton Securities Limited (“Morton Securities”) and Morgan Finance
Limited (“Morgan Finance”), with its clients and business partners mainly located
in Hong Kong. Yu Ming and Morton Securities are licensed by the Securities and
Futures Commission in Hong Kong, and Morgan Finance is governed by the
Money Lenders Ordinance (Chapter 163 of the Laws of Hong Kong), all of them are
subject to applicable laws, regulations and codes of relevant regulatory authorities
in Hong Kong, such as the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”) and Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (Chapter 615 of the Laws of Hong Kong). During the year and
up to the date of this Annual Report, the Group has complied with all the applicable
laws and regulations in the relevant jurisdictions in all material respects relating to the
business operations of the Group.
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RELATIONSHIPS WITH EMPLOYEES AND CLIENTS

The key relationships of the Group with its employees and clients that have a
significant impact on the Group and on which the Group’s success depends are
discussed in the Environmental, Social and Governance Report on pages 62 to 75
of this Annual Report.

AUDIT COMMITTEE REVIEW

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

The audit committee has reviewed the annual results and the consolidated financial
statements of the Group for the year ended 31 December 2023.

CHARITABLE DONATIONS

Charitable and other donations made by the Group during the year ended 31
December 2023 amounted to approximately HK$67,000 (2022: approximately
HK$5,000).

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2023, the top five customers together
accounted for approximately 65.5% (2022: approximately 57.9%) of the Group’s
revenue and the Group’s largest customer accounted for approximately 36.3%
(2022: approximately 20.5%) of the Group’s revenue.

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

RESULTS AND DIVIDEND

The financial performance of the Group for the year ended 31 December 2023
and the financial position of the Group at that date are set out in the consolidated
financial statements on pages 81 to 171 of this Annual Report.

No dividend is declared or recommended for the year ended 31 December 2023
(2022: Nil).
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Directors’ Report (Continued)
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and equipment during the
year ended 31 December 2023 are set out in Note 15 to the consolidated financial
statements.

BORROWINGS

The Group had no bank loans and other borrowings as at 31 December 2023 and
2022.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in Note 30
to the consolidated financial statements.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the Group during the
year ended 31 December 2023 are set out in Note 31 to the consolidated financial
statements. Details of the distributable reserves of the Company as at 31 December
2023 are set out in Note 31 to the consolidated financial statements.

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

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five
financial years is set out on page 172 of this Annual Report.

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

Mr. Kuo Jen-Hao (Chairman)
Mr. Xu Haohao (appointed with effect from 31 May 2023)

Executive Directors:
Mr. Lee Wa Lun, Warren (Managing Director)

Mr. Lam Chi Shing
Ms. Li Ming
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Independent Non-Executive Directors:

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

Biographical details of Directors of the Company are set out on pages 6 to 12 of this
Annual Report.

In accordance with the article 108 of the Articles of Association, Mr. Lee Wa
Lun, Warren, Ms. Li Ming and Mr. Chan Sze Chung will retire by rotation at the
forthcoming annual general meeting of the Company (the “AGM”). In accordance
with the article of 112 of the Articles of Association, Mr. Xu Haohao was appointed
as Director by the Board and who will hold office until the AGM. Each of the above
retiring Directors, being eligible, will offer themselves for re-election at the AGM.

CONFIRMATION OF INDEPENDENCE

The Company has received confirmations of independence pursuant to Rule 3.13 of
the Listing Rules from all Independent Non-Executive Directors of the Company, and
considers them to be independent.

DIRECTORS’ SERVICE CONTRACTS

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

TERMS OF OFFICE FOR THE NON-EXECUTIVE
DIRECTORS

As at the date of this report, all the Non-Executive Directors (including the
Independent Non-Executive Directors) were appointed without a specific term
unless terminated by not less than one month’s notice in writing served by either
party on the other, and subject to the retirement by rotation at least once every
three years and re-election at annual general meeting pursuant to the Articles of
Association or any other applicable laws whereby the Directors shall vacate or retire
from their office.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

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

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

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

During the year ended 31 December 2023, SHK Hong Kong Industries Limited
(“SHK”), of which Mr. Lee Wa Lun, Warren is a director, is obliged to pay a
management fee of approximately HK$14,747,000 to the Group in accordance with
a management agreement signed between the Group and SHK.

During the year ended 31 December 2023, Sandmartin International Holdings
Limited (“Sandmartin”), of which Mr. Kuo Jen-Hao is a director of Sandmartin, is
obliged to pay a placing commission and advisory fee of totaling approximately
HK$1,185,000 to the Group in accordance with a placing agreement and advisory
contract signed between the Group and Sandmartin.

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

MANAGEMENT CONTRACTS

Save for employment contracts, no other contracts, relating to the management
and/or administration of the whole or any substantial part of the business of the
Company were entered into or subsisted during the year.

Da Yu Financial Holdings Limited Annual Report 2023

R 2 MIEMRX

REBAMSEMR  ARAEREFEERNTREXEMITT
B BERTARRRINEEZ IRIRALAT  BRE
BRARAR ZEEPRNRE - I ARFEHEZATRE
U EMERETHTHEENEERSABERTRE -

EENRG  RPB2ENzER

HE-_ZT-_=F+-A=-+—HLEFERN FTIHREERAF
([FT)(ZE/REEAZLARNESR)) BEARAEEHEFTT
Fal 2 B EAAEB T N414,747,0008 T2 ERER -

HEZZ-=F+-A=+—RHALFER BEFTEEER
BRAGBESFTI(BAREERZARESR))BEEIHRA
SEHEESTEIZEHERERBREGNASREEXZ ML
1,185,000/ 7L 2 B M S REME -

B EXCATIRERE FTESN - MERARFRERKRE - ARF] - %
H B AR EE MBI EAS RAREZ XBM AR ES
FEAMEERARKAEEETRAE ARG EERS
ZHHAN

EEEN

BERE S - RFERNEREI LR FEEtARARF 2
HEMEABDEBHZER R HITRAL -



DIRECTORS’
BUSINESSES

INTERESTS IN COMPETING

During the year ended 31 December 2023, the Board is not aware of any Directors
of the Company being considered to have interests in businesses which compete or
are likely to compete, either directly or indirectly, with the businesses of the Group
pursuant to the Listing Rules.

NON-COMPETITION UNDERTAKINGS

Mr. Lee Wa Lun, Warren, as the covenantor, executed the Deed of Non-Competition
(the “Deed”) in favour of the Company (for itself and as trustee for and on behalf of
the subsidiaries) on 25 July 2019. Pursuant to the Deed, Mr. Lee Wa Lun, Warren
has irrevocably and unconditionally undertaken to the Company that, during the
continuation of the Deed and for as long as the Company’s shares remain listed
on the Stock Exchange and he is, directly or indirectly, interested in 10% or more
of the issued shares of the Company, or otherwise regarded as the substantial
shareholder of the Company, he shall not, and shall procure his close associates not
to, be involved or engaged in any business or activity which, directly or indirectly,
competes or may compete with the business of the Group (the “Restricted
Business”), or has any interest (whether directly or indirectly) in the Restricted
Business (other than the interest in the Group). Details of the Deed are set out in
the paragraph headed “Non-Competition Undertakings” in the section headed
“Relationship with the Substantial Shareholder upon Resumption” in the prospectus
of the Company dated 28 June 2019.

The Company has received declaration from Mr. Lee Wa Lun, Warren of his
compliance with the terms of the Deed. Mr. Lee Wa Lun, Warren declared that he
has fully complied with the Deed since the effective date of the Deed and up to
the date of the results of rights issue (being 2 February 2024, details of which are
disclosed in the section headed “Events after the Reporting Date” of this report). The
Independent Non-Executive Directors also reviewed the compliance of the Deed.

Due to the shareholding of Mr. Lee Wa Lun, Warren in the Company was below 10%
since 2 February 2024, the Deed was terminated.

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

As at 31 December 2023, the interests and short positions of each Directors and
Chief Executive of the Company in the shares, underlying shares or debentures of
the Company or any of its associated corporation (within the meaning of Part XV of
the SFO) which were notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which
the Directors and 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 under 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 C3 to the Listing Rules were as follows:
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Long positions in shares of the Company

RARBRGD ZHFR

% of the total relevant

Nature Number issued shares as at
Name of Directors Capacity of interests of shares held 31 December 2023
R=-B==
+ZHA=t+—-BHLEH
EEpnE 54 EEME BERGHE ERITROBEEIL
Lee Wa Lun, Warren Beneficial owner Personal 227,250,000 19.94%
FER EmERA A
Xu Haohao Interest of controlled Corporate interest/ 214,783,614* 18.85%
corporation/ Personal interest
Beneficial owner
(G REHINRNER, AREsS
EmHEA EARER
Lam Chi Shing Beneficial owner Personal 17,800,000 1.56%
PR BEREEA fEA
Li Ming Beneficial owner Personal 17,800,000 1.56%
37 BEanEEA A

# Details were disclosed in Note 2 in the section headed “Substantial Shareholders’
and Other Persons’ Interests in Securities”.

Save as disclosed above, as at 31 December 2023, none of the Directors or
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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme as disclosed in the section headed “Share
Option Scheme”, at no time during the year ended 31 December 2023 was the
Company, its parent company or any of its subsidiaries, 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 any other
body corporate.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SECURITIES

As at 31 December 2023, so far as is known to the Board, the following persons
(not being the Directors or Chief Executives of the Company) or corporations 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/which 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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Long positions in shares of the Company RAEDNTRDZHE
Name of Substantial % of the total relevant
Shareholders and Nature Number of issued shares as at
Other Persons Capacity of interests shares held 31 December 2023
R-BZ=F
+ZRA=t+—H{tEH
FTERRRHEMALTER a4 ERnE BFERGOHE ERTROBHEEIL
First Steamship Beneficial owner Beneficial interest 331,660,000 29.11%
= EmfAA by 3
Cheung Kit Shan Susanna Interest of a spouse Family interest 227,250,000 19.94%
SRR fefBtkas Rkt
Beyond Global Enterprises Limited Interest of controlled Corporate interest 213,653,614 18.74%
(“Beyond Global”) corporation
B3z NG ol 3 NG
Victory Gain Ventures Limited Beneficial owner Beneficial interest 206,768,614 18.15%
(“Victory Gain”) EmfAA by i
IXL Fund Beneficial owner Beneficial interest 6,785,000 0.60%
EREAA BrmEm
Allied Group Limited (“AGL”) Interest of Corporate interest 64,590,000 5.66%
tEEEARAR(MaEE]) controlled corporation
SN RIS NAER
Lee Seng Hui Interest of Corporate interest 64,590,000 5.66%
E3DY controlled corporation
SN RIS NAER
Lee Seng Huang Interest of Corporate interest 64,590,000 5.66%
RIE controlled corporation
SN R NAER
Lee Su Hwei Interest of Corporate interest 64,590,000 5.66%
TRE controlled corporation
B3z NG ol 3 NG
Chan Kin Interest of Corporate interest 57,360,000 5.03%
g controlled corporation
SN RIS NAER
Argyle Street Management Interest of Corporate interest 57,360,000 5.03%

Holdings Limited (“ASMH”)

controlled corporation
EE VNG oy £

/‘\

AL 5
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Notes:

1. 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.

2. As per notification filed by Mr. Xu Haohao with the relevant event date of 11
December 2023, Victory Gain holds 206,768,614 shares of the Company, which
is direct wholly-owned by Beyond Global; IXL Fund holds 6,785,000 shares of the
Company, which is indirect wholly-owned by Beyond Global through its wholly-
owned subsidiaries; and Beyond Global is wholly-owned by Mr. Xu Haohao.
Therefore, Mr. Xu Haohao and Beyond Global are respectively deemed to have
an interest in the said shares in which Victory Gain and IXL Fund are interested. In
addition, Mr. Xu Haohao has personal interest in 1,230,000 shares of the Company.

3. Universal Way Limited holds 64,590,000 shares of the Company, which is indirect
wholly-owned by AGL through its wholly-owned subsidiaries. Mr. Lee Seng Hui, Ms.
Lee Su Hwei and Mr. Lee Seng Huang are the trustees of Lee and Lee Trust, being
a discretionary trust. Lee and Lee Trust controlled approximately 74.99% of the total
number of issued shares of AGL (inclusive of Mr. Lee Seng Hui’s personal interests).
Therefore, Mr. Lee Seng Hui, Ms. Lee Su Hwei, Mr. Lee Seng Huang and AGL are
respectively deemed to have an interest in the said shares in which Universal Way
Limited is interested.

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

Save as disclosed above, the Board is not aware, as at 31 December 2023, of any
person (not being the Directors and Chief Executives of the Company) or corporation
who/which 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/which was,
directly or indirectly, interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings of the
Company.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option Scheme”)
pursuant to a resolution passed at an extraordinary general meeting of the
Company held on 22 May 2019. The Share Option Scheme has a remaining life of
approximately 5 years as at the date of this report.

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

The total number of shares in respect of which options may be granted under the
Share Option Scheme must not exceed 113,933,019 shares, being 10% of the
shares of the Company in issue as at the date of resumption of trading (i.e. 26 July
2019) and the beginning and the end of the financial year ended 31 December 2023;
and being 5% of the shares of the Company in issue as at the date of this report
due to the completion of the rights issue on 2 February 2024. 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. The total number of shares issued and to be issued
upon exercise of the options granted and to be granted to a Participant, who is a
substantial shareholder or an independent non-executive director, in any 12-month
period must not exceed 0.1% of the shares of the Company in issue nor exceed an
aggregate value (based on the closing price of the shares on the Stock Exchange
on the date of grant) of HK$5 million. Any further grant of options in excess of the
individual limit must be subject to shareholders’ approval.

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

Details of the Share Option Scheme are disclosed in Note 32 to the consolidated
financial statements.

During the year ended 31 December 2023, no share option was granted, exercised,
cancelled, lapsed or outstanding under the Share Option Scheme.

The Company would comply with the new requirements under the amended
Chapter 17 of the Listing Rules in respect of the matters of share options.
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EQUITY-LINKED AGREEMENTS

Other than the Share Option Scheme as disclosed above, no equity-linked
agreements that will or may result in the Company issuing shares or that require
the Company to enter into any agreements that will or may result in the Company
issuing shares were entered into during the year or subsisted at the end of the year.

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

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed
any of the Company’s listed securities during the year ended 31 December 2023.

RELATED PARTY TRANSACTIONS

Details of the related party transactions are set out in Note 33 to the consolidated
financial statements. Save as the exempt connected transaction disclosed therein
are exempt from the disclosure requirements in accordance with Chapter 14A of
the Listing Rules, the other related party transactions do not constitute connected
transactions nor continuing connected transactions of the Company as defined in
Chapter 14A of the Listing Rules.

CONNECTED TRANSACTIONS

Save as disclosed in the exempt connected transaction disclosed in Note 33 to
the consolidated financial statements, the Board is not aware of any connected
transactions or continuing connected transactions made during the year ended 31
December 2023.

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

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the
shareholders of the Company by reason of their holding of the Company’s listed
securities.

SUFFICIENCY OF PUBLIC FLOAT

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

A detailed Corporate Governance Report is set out on pages 41 to 61 of this Annual
Report.

EVENTS AFTER THE REPORTING DATE
Rights Issue

On 17 November 2023, the Company proposed to issue by way of rights up to
1,139,330,190 new shares (the “Rights Share(s)”) at a subscription price of HK$0.15
per Rights Share on the basis of one (1) Rights Share for every one (1) share of the
Company (the “Rights Issue”). The Rights Issue was approved by the independent
shareholders of the Company at the extraordinary general meeting held on 28
December 2023. The Rights Issue had been completed on 2 February 2024 and
an aggregate of 1,139,330,190 new shares had been allotted and issued by the
Company. As at the date of this Annual Report, the Company’s number of issued
shares is 2,278,660,380 shares.

The gross proceeds from the Rights Issue were approximately HK$170.9 million
and the net proceeds from the Rights Issue, after deducting all relevant expenses
for the Rights Issue, were approximately HK$170.0 million. The Company will apply
approximately HK$150.0 million of the net proceeds from the Rights Issue as the
seed money into Yu Ming High Dividend Fund, a fund incorporated as an exempted
limited company in the Cayman Islands and registered as a regulated mutual fund
under the Mutual Funds Act (2021 Revision) of the Cayman Islands, to expand its
asset management business and HK$20.0 million as capital for the Group’s money
lending business.

Details of the Rights Issue were disclosed in the Company’s announcements dated
17 November 2023, 28 December 2023 and 1 February 2024, the Company’s
circular dated 11 December 2023 and the Company’s prospectus dated 11 January
2024.

Treasury Management Investment

On 13 September 2023, the Board resolved to, through Yu Ming, purchase up to
USD6.5 million in nominal amount (equivalent to approximately HK$50.8 million) of
the perpetual notes issued by NWD Finance (BVI) Limited with principal amount of
USD1.0 billion and coupon rate of 5.25% and the first call date of 22 March 2026
and guaranteed by New World Development Company Limited, a company listed
on the Main Board of the Stock Exchange (stock code: 17) (the “NWD Notes”), at
a discount and the total consideration would not exceed HK$30.0 million. Yu Ming
purchased a nominal amount of USD3.0 million at approximately HK$15.6 million of
the NWD Notes as at 9 January 2024. Details of the transaction were disclosed in
the Company’s announcement dated 9 January 2024.

Save as disclosed above, there are no important events affecting the Group which
have occurred after the end of the reporting period and up to the date of this Annual
Report.
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AUDITOR

BDO Limited (“BDO”) is the auditor of the Company. There has been no change of
auditor in the past three years.

The accompanying consolidated financial statements for the year ended 31
December 2023 were audited by BDO who will retire and, being eligible, offer itself

for re-appointment. A resolution for its re-appointment as auditor of the Company
will be proposed at the AGM.

By order of the Board
Da Yu Financial Holdings Limited

Lee Wa Lun, Warren
Managing Director

Hong Kong, 27 March 2024
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CORPORATE GOVERNANCE

The board of Directors of Da Yu Financial Holdings Limited (the “Company”) (the
“Board”) believes that corporate governance is essential to the success of the
Company and has adopted various measures to ensure that a high standard of
corporate governance is maintained. The Company has applied the principles
(the “Principles”) and adopted code provisions (the “Code Provisions”) as set out
in the Corporate Governance Code (the “CG Code”) in Appendix C1 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) as its own code on corporate
governance practices. The current practices will be reviewed and updated regularly
to follow the latest practices in corporate governance.

The Company has complied with the Principles and the Code Provisions as set out
in the CG Code during the year ended 31 December 2023.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix C3 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 as set out in the Model Code during the year
ended 31 December 2023.

CORPORATE CULTURE

Provide high-quality services with comradery, innovation, confidence and integrity to
our clients and share success with our employees and stakeholders. Uphold what is
right without fear and never give up.

Through regular board meetings of the Company, staff gatherings and trainings
within the Company and its subsidiaries (the “Group”) as well as periodically review
of the Group’s policies and procedures, the Company believes that the corporate
culture has been implemented at all the times.

The Company also believes that, enhancing corporate governance can promote,
develop and maintain an ethical and healthy corporate culture, whilst an ethical and
healthy corporate culture is the source of competitive advantage that sets us apart
from peers and is important for creating long term value of the Group.

BOARD OF DIRECTORS

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

Mr. Kuo Jen-Hao (Chairman)
Mr. Xu Haohao (appointed with effect from 31 May 2023)

Executive Directors:

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

Independent Non-Executive Directors:

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

Biographical details of the Directors of the Company are set out on pages 6 to 12 of
this Annual Report.

Mechanism for ensuring Independent Views and Input to
the Board

The Independent Non-Executive Directors comprised top-notched professionals
(one lawyer, one accountant and one investment banker) who are capable of
safeguarding the corporate governance of the Company and protecting the interests
of all shareholders of the Company (the “Shareholder(s)”). Through serving on the
Board committees, taking active participation and sharing of valuable impartial view
on matters discussed at the Board and/or Board committees meetings and taking
lead in managing issues involving potential conflict of interests, all Independent Non-
Executive Directors have provided the independent views and input to the Board
and made various contributions to the effective direction of the Company.

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

The Board shall review the mechanism above on an annual basis, and has reviewed
it during the year, to ensure its implementation and effectiveness.

Board Practices and Conduct of Meetings

All Directors have access to the services of the company secretary of the Company
(the “Company Secretary”) who regularly updates the Board on governance and
regulatory matters. Especially for the Independent Non-Executive Directors, the
Company will keep them up-to-date with the affairs of the Group so that they may
scrutinise the Company’s performance in achieving agreed corporate goals and
objectives, and monitor performance reporting. Any Director and member of each
Board committee of the Company may take independent professional advice if they
so wish at the expense of the Company, as arranged by the Company Secretary.
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During the year ended 31 December 2023, the Board has held 4 regular Board
meetings at approximately quarterly intervals in accordance with the CG Code. 4
additional Board meetings have been held when the Board considers appropriate
during the year.

Attendance of individual Directors at Board meetings for the year ended 31
December 2023:

Number of meetings

BRERY
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B R

Non-Executive Directors
FHITEE

Mr. Kuo Jen-Hao (Chairman)
BAZFREER)

Mr. Xu Haohao (Note)
REZR 5 E)

Executive Directors

HITEE

Mr. Lee Wa Lun, Warren (Managing Director)
FERITEEFLRLN)

Mr. Lam Chi Shing

MEKEE

Ms. Li Ming

£

Independent Non-Executive Directors
BUHHITESE

Mr. Chan Sze Chung

R EIR S

Mr. Suen Chi Wai

REREE

Mr. Sum Wai Kei, Wilfred

SEELE

6/8 75%

5/5 100%

8/8 100%

8/8 100%

8/8 100%

7/8 88%

6/8 75%

4/8 50%

Note:  Appointed as Non-Executive Director with effect from 31 May 2023. During the
period from the date of appointment to 31 December 2023, 5 Board meetings
(including both regular and additional Board meetings) were held.

At least 14 days’ notice of a regular Board meeting is given to all Directors to provide
them with an opportunity to attend and all Directors are given an opportunity to
include matters in the agenda for a regular meeting. Board papers are despatched
to the Directors at least 3 days before the regular meetings (and so far as practicable
for additional meetings) to ensure that they have sufficient time to review the papers
and be adequately prepared for the meeting.

A private meeting of the Chairman of the Board and all Independent Non-Executive
Directors had been held in 2023.
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Chairman and Managing Director

During the year ended 31 December 2023, the roles of the Chairman of the Board
and the Managing Director of the Group are not exercised by the same individual.

Mr. Kuo Jen-Hao, being the Chairman of the Board, is responsible for the leadership
and effective running of the Board.

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

Roles and Responsibilities of the Board and Management

The Board is responsible for running the Group and drawing up the strategies to be
adopted. It ensures that proper risk management and internal control systems are
in place and that the Group’s business conforms to applicable laws and regulations.
The Board is also responsible for shaping, monitoring and evaluating the Group’s
culture, and ensuring it is aligned with the purpose, value and strategy of the Group.

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

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

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

The Company has arranged appropriate directors and officers liability insurance
coverage for the Directors and officers of the Company.

Terms of appointment and re-election of Directors

Non-Executive Directors (including Independent Non-Executive Directors) of the
Company have no specific term of appointment but subject to retirement and re-
election in accordance with the articles of association of the Company. At each
annual general meeting of the Company (“AGM”), one-third of the Directors for the
time being or, if their number is not three or a multiple of three, then the number
nearest to but not less than one-third, shall retire from office by rotation provided
that every Director shall be subject to retirement at least once every three years.
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The Company has formal letters of appointment or service agreements for Directors
setting out the key terms and conditions of their appointment.

Continuous Professional Development

Director’s training is an ongoing process. During the year ended 31 December 2023,
the management had provided all members of the Board with monthly updates
giving a balanced and understandable assessment of the Company’s performance,
position and prospects in sufficient detail to enable the Board as a whole and each
Director to discharge their duties under the Listing Rules. The Company had funded
training courses and delivered training materials during the year and will continue
to arrange and/or funding training opportunities in respect of the roles, functions
and duties of Directors upon requested by Directors. The Company had received
record of trainings from each Director relating to development and refreshment of
their knowledge and skills on the topics of directors’ duties, corporate governance,
regulatory development, risk management, environmental, social and governance
(“ESG”) reporting, business, taxation, financial reporting, anti-corruption or
other relevant topics. The participation by individual Directors in the continuous
professional development during the year is recorded in the table below:

Reading regulatory
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topics relating to

corporate actions of

webinars/
conferences/

Directors or monthly updates workshops listed issuers
ST BMLETBRITAN
fne ExreE ARTE
REEREHEMR |EEHE ZAEBERE
= BRENEH 8% TS BREHE
Non-Executive Directors
FHITEE
Mr. Kuo Jen-Hao (Chairman) v v -
BAZTHEER)
Mr. Xu Haohao (appointed with effect from 31 May 2023) v v -
BRERAE(R-B_=FHA=T—HREZE)
Executive Directors
HITEE
M. Lee Wa Lun, Warren (Managing Director) 4 v 4
FEGLEE(ERRKE)
Mr. Lam Chi Shing 4 v -
MER S
Ms. Li Ming v v v
£
Independent Non-Executive Directors
BUFHITESE
Mr. Chan Sze Chung v v -
R BIASE A
Mr. Suen Chi Wai v v -
BEERE
Mr. Sum Wai Kei, Wilfred v v -
SERESE
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All responsible officers and licensed representatives of the Group who are licensed
persons registered under the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO”), three of whom are Executive Directors of the
Company, are also required to undertake a sufficient number of hours of continuous
professional training in order to maintain their Securities and Futures Commission
licences to carry on regulated activities.

Mr. Xu Haohao was appointed as a Non-Executive Director of the Company with
effect from 31 May 2023. On 25 May 2023 (being the date before his appointment
became effective), Mr. Xu Haohao had obtained legal advice from a firm of solicitors
qualified to advise on Hong Kong law as regards the requirements under the Listing
Rules that are applicable to him as a Director of the Company and the possible
consequences of making a false declaration or giving false information to the Stock
Exchange; and he had also confirmed he understood his obligations as a Director of
the Company.

Corporate Governance Functions

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

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

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

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

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

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

In 2023 and up to the date of this Annual Report, the Board has performed the
corporate governance duties in accordance with its terms of reference.

BOARD COMMITTEES

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

An executive committee of the Board has been set up with written terms of reference
in compliance with the CG Code. The executive committee consists of Mr. Lee Wa
Lun, Warren (chairman of the executive committee), Mr. Lam Chi Shing and Ms. Li
Ming, being Executive Directors.

Pursuant to the terms of reference of the executive committee, the executive
committee has the powers and discretion to decide, approve or resolve otherwise
on any expenditure, investments or capital commitment of the Company not
exceeding an amount to be agreed by the Board from time to time in aggregate for
each item (excluding staff salaries, office rental and profits tax) in any financial year.
The chairman of the executive committee shall report to the Board at the next Board
meeting on all matters considered and/or resolved by the executive committee since
the last Board meeting.

Audit Committee

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

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

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

The major roles and functions of the audit committee are:

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

dismissal of the auditor;

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

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

(d) to review the interim and annual consolidated financial statements before
submission to the Board;

(e) to discuss any problems and reservation arising from the interim review and
final audit, and any matters the external auditor may wish to discuss;
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&

FER®MSE(H)

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

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

The works of the audit committee during the year ended 31 December 2023

included:

(@)

W)

reviewing annual results for the year ended 31 December 2022 and the interim
results for the six months ended 30 June 2023;

discussing with the management of the Company over the completeness,
fairness and adequate accounting standards and policies of the Group in the
preparation of the annual financial statements for the year ended 31 December
2022 and the interim financial statements for the six months ended 30 June

2023;

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

reviewing and approving the 2023 audit scope and fees;

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

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

reviewing the internal audit report; and

reviewing the effectiveness of risk management and internal control systems.

As at 31 December 2023, the arrangement for employees of the Group and those

who deal with the Group to raise concerns about possible improprieties in financial

reporting, internal control and other matters through whistle blower policy is in

place. No reporting had been received by audit committee during the year ended 31
December 2023.

During the year ended 31 December 2023, the audit committee met 2 times with

external auditor. Each committee meeting was supplied with the necessary financial

information of the Group for enabling the members to consider, review and assess

matters of significance arising from the work conducted.
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Attendance of individual members of audit committee at audit committee meetings
during the year ended 31 December 2023:

Number of meetings
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=N 2

Mr. Chan Sze Chung (Chairman) 2/2 100%
BREIREAE(EFE)

Mr. Kuo Jen-Hao 1/2 50%
AZIAE

Mr. Xu Haohao (Note) 11 100%
REZR 5 E)

Mr. Suen Chi Wai 2/2 100%
REREEE

Mr. Sum Wai Kei, Wilfred 2/2 100%
SEELE

Note:  Appointed with effect from 31 May 2023. During the period from the date of
appointment to 31 December 2023, 1 audit committee meeting was held.

The audit committee also met with external auditor without the presence of
management of the Company in 2023, and all the then audit committee members
had attended such meeting.

Remuneration Committee

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

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

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

The major roles and functions of the remuneration committee are:

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

(b) to recommend to the Board on the remuneration packages of individual
Executive Directors and senior management (as adopted the model under
Code Provision E.1.2(c)(ii));
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(c) to review and recommend to the Board performance-based remuneration by
reference to corporate goals and objectives approved by the Board from time
to time;

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

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

() to ensure that no Director is involved in deciding his own remuneration; and

(9) to review and/or recommend to the Board matters relating to share schemes
under Chapter 17 of the Listing Rules.

During the year ended 31 December 2023, 3 remuneration committee meetings
were held to discuss and review discretionary bonus of Executive Directors,
remuneration of all members of the Board and remuneration of a proposed
Non-Executive Director; and made recommendations to the Board. There was no
material matter relating to share schemes that was reviewed and/or recommended
to the Board by the remuneration committee during the year ended 31 December
2023.

Attendance of individual members of remuneration committee at remuneration
committee meetings during the year ended 31 December 2023:

Number of meetings
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BE_Z_=—F+_A=-t+t—HLFEANFINZ S e ER
HHZBERBHHEE

Mr. Sum Wai Kei, Wilfred (Chairman)
SEESEFER)

Mr. Kuo Jen-Hao

FAZEE

Mr. Chan Sze Chung

PR BHAS

Mr. Suen Chi Wai

REEEE

3/3 100%

2/3 67%

3/3 100%

3/3 100%

Nomination Committee

A nomination committee of the Board has been set up with written terms of
reference in compliance with Rule 3.27A of the Listing Rules and the CG Code. The
terms of reference of the nomination committee are available on the websites of the
Company and the Stock Exchange.

The nomination committee consists of Mr. Suen Chi Wai (chairman of the
nomination committee), Mr. Chan Sze Chung and Mr. Sum Wai Kei, Wilfred, being
Independent Non-Executive Directors, and Mr. Xu Haohao, being Non-Executive
Director.
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The nomination committee is provided with sufficient resources to perform its
duties and may have access to independent professional advice according to the
Company’s policy if considered necessary.

The major roles and functions of the nomination committee are:

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

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

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

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

During the year ended 31 December 2023, 2 nomination committee meetings
were held to (i) review the structure, size, diversity and composition of the Board;
(i) assess the independence of Independent Non-Executive Directors; (iii) review
the re-election of retiring Directors at the AGM held in 2023; (iv) review the board
diversity policy; (v) review the nomination of a proposed Non-Executive Director and
his term of appointment and letter of appointment; and (vi) make recommendations
to the Board.

Attendance of individual members of nomination committee at nomination
committee meetings during the year ended 31 December 2023:

Number of meetings
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Mr. Suen Chi Wai (Chairman) 2/2 100%
BREBREE(ER)

Mr. Xu Haohao (Note) N/A N/A
RER 5 EPE) TE R TEA
Mr. Chan Sze Chung 2/2 100%
BRBIASLE

Mr. Sum Wai Kei, Wilfred 2/2 100%
SEELE

Note:  Appointed with effect from 31 May 2023. During the period from the date of
appointment to 31 December 2023, no nomination committee meeting was
held.
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NOMINATION POLICY

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

In considering the nomination of appointment of a new non-executive Director
and re-appointment of retiring Directors standing for re-election at AGM in 2023,
the nomination committee, based on the above nomination policy, assessed the
relevant candidates on criteria such as integrity, experience, skill, professional
qualifications, independent mind and ability to commit time etc, and made
recommendations to the Board for approval.

BOARD DIVERSITY POLICY

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

Selection of candidates will be based on a range of diversity criteria, including
but not limited to the Company’s needs, gender, age, cultural and educational
background, ethnicity, integrity, management experience, technical skills, industry
or professional knowledge and experience, length of service, and the amount
of time and effort that the candidate will devote to discharge his/her duties and
responsibilities and, in the case of Independent Non-Executive Director(s), the
independence requirements set out in the Listing Rules. The ultimate decision will be
based on merit and contribution that the selected candidates will bring to the Board.
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The Board shall maintain a Board composition of at least one female Board member
on an ongoing basis. While in the absence of one female Board member, the Board
shall identify a pipeline of potential female candidates internally. During the year
and as at the date of this Annual Report, the Board already has one female Board
member.

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

Workforce Diversity

The gender ratio in the workforce (including senior management) as at 31 December
2023 was 16 (male) and 8 (female), women comprised approximately 33% (2022:
38%) in the workforce.

As an equal opportunity employer, the Group makes decisions on recruitment
and promotion based on meritocracy, and take into account the factors based on
its business model and specific needs from time to time. The Group keeps effort
on promoting equal opportunities and ensures all employees are treated with
dignity and respect regardless of gender and other forms of diversity such as age,
nationality, religions, family status, etc.

The Board considers that gender diversity is currently achieved and is committed to
maintain gender diversity in the workforce level.

DIVIDEND POLICY

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

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

REMUNERATION POLICY

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

According to such remuneration policy, the policy and structure for the remuneration
of Directors are set out below:

—  Independent Non-Executive Directors and Non-Executive Directors

(@) Independent Non-Executive Directors and Non-Executive Directors
receive a basic fee and are not covered by any type of incentive or
performance-related remuneration.

(b) The basic fee of each of the Independent Non-Executive Directors and
Non-Executive Directors is set at a level that reflects the competencies
and contribution required in view of the Group’s complexity, the extent
of the responsibilities and the number of Board meetings or relevant
meetings of the Board committee(s) that he or she has to attend.

(c) In addition to the basic fee, Independent Non-Executive Directors and
Non-Executive Directors receive compensation for being chairman of the
Board committee(s) if he or she is not the Chairman of the Board.

(d) (Applicable to Independent Non-Executive Directors only) Generally the
Company shall not grant equity-based remuneration with performance-
related elements to Independent Non-Executive Directors as this may
lead to bias in their decision-making and compromise their objectivity and
independence.
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- Executive Directors

(@)  When Executive Directors are employed on a contractual basis, their
remuneration is fixed according to current market rates and conditions
in Hong Kong and subject to reassessment annually or periodically, as
mutually agreed between the Company and Executive Directors.

(b)  The remuneration committee should consult the Chairman of the Board
about their proposals relating to the remuneration of other Executive
Directors and have access to professional advice if considered
necessary.

(c) Executive Director’s remuneration consists of both variable and non-
variable elements.

(d) The total level of the non-variable elements of the remuneration is
determined by taking into consideration the job description and
responsibilities and the Group’s magnitude and complexity. Executive
Directors may also receive other benefits, including but not limited
to, defined contribution retirement scheme plan, plan providing for
hospitalization and outpatient benefits, accommodation benefit, and use
of company car.

(e) The variable element is discretionary in nature and consists of year end
bonuses on the basis of both the Executive Director’s and the Group’s
performances as recommended by the Chairman of the Board and
approved by the remuneration committee and the Board.

Remuneration of Directors and Senior Management

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

The remuneration of the members of the senior management, being all the Executive
Directors, by band for the year ended 31 December 2023 is set out below:

Remuneration bands (HK$)
AR (BTT)
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1,000,001 - 2,000,000
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3,000,001 - 4,000,000

1
1
1

Particulars regarding senior management’s and other Directors’ emoluments and
the five highest paid individuals as required to be disclosed pursuant to Appendix D2
to the Listing Rules are set out in Note 9 to the consolidated financial statements.
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ACCOUNTABILITY AND AUDIT
Financial Reporting

The Directors acknowledge that it is their responsibility to prepare the financial
statements which give a true and fair view of the state of affairs of the Group and of
the profit and cash flows of the Group for the year ended 31 December 2023. The
Board adopted appropriate accounting policies consistently, made prudent and
reasonable judgements and estimates, and ensured that the consolidated financial
statements were prepared on a going concern basis.

The responsibilities of the external auditor with respect to the financial reporting
are set out in the “Independent Auditor’s Report” on pages 76 to 80 of this Annual
Report.

Auditor’s Remuneration

During the year ended 31 December 2023, the fees paid/payable to the external
auditor are set out as follows:

GEVSE:2

M E
EFRRELARMATHRRALBEERALEHE T
“=F+ - A=+ BULEEZETRRS R M BRR IR

ECEM - EFGEURMABECGHRE  (FHEHRAEZ
HIET R fE - A RERIZFECE EERRG A IBRE -

SN ER I BREN A A I R 3R 2 BRI A FIRE
2 BRI o

B EE I &

BE-T-=H+-A=+—BILFER  EN EH T
RERTH B S BT

HK$'000
FAT

Audit fees payable 820
et EtE R
Non-audit services — included interim review and other professional services 88
B RG—BIEPHER R H R
Total 908
“Et

Internal Audit Function

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

The Internal Audit Adviser is independent of the Group’s daily operation and carries
out appraisal of the risk management and internal control systems by conducting
reviews, walkthroughs and tests of operational effectiveness.

Review of the risk management and internal control systems is conducted annually
and the results are reported to the audit committee and then in turn to the Board.
The audit committee members met 1 time with Internal Audit Adviser during the
year.
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Risk Management and Internal Control

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

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

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

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

The Board implements the Board’s policies and procedures on risk and control by
identifying and assessing the risks faced, and involving in the design, operation and
monitoring of suitable internal control to mitigate and control these risks.

The key processes that have been established in reviewing the adequacy and
integrity of the systems of risk management and internal control include the
following:

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

e  The audit committee reviews risk management and internal control issues (if
any) identified by Internal Audit Adviser, external auditor, regulatory authorities
and senior management, and evaluates the adequacy and effectiveness of the
Group’s risk management and internal control systems.
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The Internal Audit Adviser checks for compliance with statutory requirement, internal
policies and procedures. They assess the operating effectiveness and efficiency of
the risk management and internal control systems in the course of their audit. The
audit scope and frequency are determined by the level of assessed risks and have
to be reviewed and approved by the audit committee.

The Group has already established the Inside Information Policies. They depict
clearly the decision trees to distinguish inside information and the necessary
actions. All inside information must be kept in strict confidence. Once the inside
information needs disclosure, the manner must be equal, timely and effective.
Directors and relevant officers in possession of potential inside information and/or
inside information are required to take reasonable measures to ensure that proper
safeguards are in place to preserve strict confidentiality of inside information and
to ensure that its recipients recognise their obligations to maintain the information
confidential. The Inside Information Policies shall be updated and revised as and
when necessary in light of changes in circumstances and changes in the Listing
Rules, the SFO and relevant statutory or regulatory requirements from time to time.

The Board, through the audit committee with the assistance of Internal Audit Adviser
and the senior management of the Company, reviewed the risk management and
internal control systems of the Group (including the consideration of the adequacy
of resources, staff qualifications and experience, training programmes and budget
of the Company’s accounting, internal audit, financial reporting function, as well as
those relating to the Company’s ESG performance and reporting) for the year ended
31 December 2023. The controls within these systems were considered effective
and adequate. No significant areas of concern that may affect financial, operational,
compliance controls, internal audit, risk management and internal control functions
of the Group were identified.

COMPANY SECRETARY

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

The Company had established a shareholders’ communication policy to maintain
an on-going dialogue with the Shareholders, and shall review it on an annual basis
to ensure its effectiveness. Having reviewed the various channels of communication
with the Shareholders, the Board was satisfied with the implementation and
effectiveness of the shareholders’” communication policy during the year.

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

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

During the year ended 31 December 2023, an AGM was held on 30 May 2023 and
an EGM was held on 28 December 2023.

The Company’s notices to the Shareholders for the AGM are sent to the
Shareholders at least 21 days and for EGM at least 14 days.

Separate resolutions are proposed at the general meetings for substantial issues,
including the re-election of retiring Directors, and voting of which are taken by
poll pursuant to the Listing Rules. An explanation of the detailed procedures for
conducting a poll is provided to the Shareholders during the general meetings. All
the votes cast at the general meetings are properly counted and recorded. Any
results of the poll are published on the websites of the Company and the Stock
Exchange.

Chairmen and members of the audit committee, nomination committee and
remuneration committee, as well as the chairmen and members of the independent
board committee, are invited to attend the general meetings to answer questions
from the Shareholders. The management also ensures the representative of the
auditor attend the AGM.

The Board emphasizes on the importance of communication with the Shareholders
and other stakeholders and welcomes their views as well as any questions they may
have about the management and governance of the Company.
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tEERME(E)

Attendance of individual Directors at general meetings during the year ended 31
December 2023:

BE-T-=F+- A=+ BLFEARRASERES

AGM EGM
Number of meetings BREAFAE RESSRIAE
BRRY 1 1
Non-Executive Directors
HBITEE
Mr. Kuo Jen-Hao (Chairman) 1 100% 0/1 0%
BARFEE(ERE)
Mr. Xu Haohao (appointed with effect from 31 May 2023) N/A N/A 0/1 0%
BREERFERZZEZ=FRA=T—HEEZT) TEA TEA
Executive Directors
HITEE
Mr. Lee Wa Lun, Warren (Managing Director) 1 100% 11 100%
FHEf S (B ERKIE)
Mr. Lam Chi Shing i 100% 11 100%
MER L
Ms. Li Ming 11 100% 11 100%
ES S n
Independent Non-Executive Directors
BUHBITEE
Mr. Chan Sze Chung 1 100% 11 100%
PR BIASE
Mr. Suen Chi Wai 11 100% 0/1 0%
REREE
Mr. Sum Wai Kei, Wilfred 11 100% 11 100%
SEEFE

The forthcoming AGM of the Company will be held on 24 May 2024 and resolutions
to be proposed thereat will be voted separately by way of poll.

SHAREHOLDERS’ ENQUIRIES

Enquiries by Shareholders and the investment community to be put to the Board
(including their views on matters affecting the Company) can be sent in writing to
the Company’s principal place of business in Hong Kong. For share registration
related matters, Shareholders can contact the Company’s Hong Kong branch share
registrar, Hong Kong Registrars Limited. Contact details can be found on page 3 of
this Annual Report.
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CONVENING AN EGM OF THE COMPANY BY
SHAREHOLDERS

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

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

PROCEDURES FOR PUTTING FORWARD
PROPOSALS AT GENERAL MEETINGS

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

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company’s constitutional documents during
the year ended 31 December 2023.

The memorandum and articles of association of the Company are available on the
websites of the Company and the Stock Exchange.
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Environmental, Social and Governance Report

Rig - HERERBWE

APPROACH AND STRATEGY

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

This report outlines the sustainability initiatives and Key Performance Indicators
(“KPI”) of the Company and its subsidiaries (the “Group” or “we”) that are material to
the Group and its stakeholders on Environmental, Social and Governance (“ESG”)
issues for the year ended 31 December 2023. This report supplements information
disclosed in this Annual Report.

The subject areas and aspects are presented in accordance with the
“Environmental, Social and Governance Reporting Guide” (the “ESG Reporting
Guide”) set out in Appendix C2 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

GOVERNANCE STRUCTURE

The board of directors of the Company (the “Board”) is well aware of its role and
responsibility in oversight of ESG matters, such as setting up ESG-related goals
and targets as well as assessment and management of material environmental
and social risks issues. The ESG works are implemented by the management
of the Company which consists of the executive directors of the Company. The
management is responsible for identifying ESG-related risks and determining
the appropriate risk profile for the Group. Systems and procedures are put
in place to identify, evaluate and manage the risks of business and activities,
including ESG-related risks. The results and findings are reported annually by the
management to the audit committee of the Company and the Board for review,
details of which are under the section headed “Risk Management and Internal
Control” contained in the Corporate Governance Report of this Annual Report.

For further information about our corporate governance, please refer to the
Corporate Governance Report on pages 41 to 61 of this Annual Report.

This report has been reviewed and approved by the Board.

REPORTING PRINCIPLES

The preparation of this report strictly adheres to the reporting principles of

"o«

“materiality”, “quantitative”, “balance” and “consistency”.
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Environmental, Social and Governance Report (Continued)

Materiality Assessment and Stakeholder Engagement

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

Material and relevant issues:

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

Other relevant issues:

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

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

The environment and natural resources (Aspect A3) general disclosure, KPI A3.1
Climate change (Aspect A4) general disclosure, KPI A4.1

Employment (Aspect B1) general disclosure

Health and safety (Aspect B2) general disclosure

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

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

Community investment (Aspect B8) general disclosure, KPI B8.1, B8.2

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

Quantitative

Each of the calculations under the section headed “A. ENVIRONMENTAL ISSUES
— Environmental Indicators” has been made reference to the emission factors
in the “How to prepare an ESG Report — Appendix 2: Reporting Guidance on
Environmental KPIs” published by the Stock Exchange.

As regards the calculation of each social KPI under the section headed "B. SOCIAL
ISSUES", it has been made reference to the “How to prepare an ESG Report —
Appendix 3: Reporting Guidance on Social KPIs” published by the Stock Exchange.
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Environmental, Social and Governance Report (Continued)

Rig - HERERHEE (H)

Balance

This report presents an unbiased overview of the Group’s ESG performance
with both achievements and areas of improvements disclosed and includes data
comparisons with prior year to provide an objective presentation.

Consistency

During the year ended 31 December 2023, no change to the methods or KPIs used,
or any other relevant factors affecting a meaningful comparison.

REPORTING BOUNDARY

The Company is an investment holding company and the Group’s operations are
mainly carried out by its operating subsidiaries, Yu Ming Investment Management
Limited ("Yu Ming"), Morton Securities Limited (“Morton Securities”) and Morgan
Finance Limited (“Morgan Finance”). The details of their principal activities can be
referred to the section headed “Business Review” in “Management Discussion and
Analysis” of this Annual Report.

This report mainly covers the ESG performances of the Company, Yu Ming, Morton
Securities and Morgan Finance so as to consistent with the business scopes as

disclosed in this Annual Report.

The following ESG issues are presented based on the classification of provisions by
the ESG Reporting Guide.
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL ISSUES

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

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

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

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

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

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

Emissions (Aspect A1)

The Group is not involved in any manufacturing or construction activities,
hence it does not produce hazardous waste in its operations. There are no
relevant laws and regulations relating to air and GHG emissions, discharges
into water and land, and generation of hazardous and non-hazardous waste
applicable to our business.

The direct (Scope 1) greenhouse gas (“GHG”) emissions are mainly produced
from the occasional business travels which are mostly on a “second degree”
basis. As regards the energy indirect (Scope 2) GHG emissions, only electricity
purchased from The Hongkong Electric Company Limited is related to the
Group’s operations. Also, the Group generates non-hazardous waste, i.e.
paper consumption, during its daily office operations.

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

The Government of Hong Kong Special Administrative Region ("HKSAR")
proposed that it would strive for carbon neutrality by 2050. We will work
towards the same target. Other measures to achieve the target are disclosed
in the section headed “Use of Resources (Aspect A2) and the Environment and
Natural Resources (Aspect A3)” below.
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Environmental, Social and Governance Report (Continued)
RE HEREREE (E)

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

We place a high priority on the efficient use of resources. With only 29
staff across the Group (including directors of the Company), we consume
limited amount of electricity and paper. Water consumption is not material
to our business as it relates only to the personal consumption of our staff for
their personal hygiene. Also, the water supply and drainage facilities of our
offices are managed by property management company as our business
is operated in leased office premises. Hence, the Group does not have
water consumption and water recycling record during the years ended 31
December 2023 and 2022, and no issue in sourcing water that is fit for use
in the Group’s operations. Nevertheless, we remind our staff to turn off water
taps when they are not in use, and fix dripping, spraying and leaky water taps
promptly to prevent waste and avoid bacterial growth to affect the hygiene
of our workplace. Moreover, our business does not involve consumption of
packaging materials.

We keep track of resources and target to reduce the usage of energy by
implementing and performing the following various energy saving practices:

- Environmental protection guidelines in relation to energy savings and
reduction in paper consumption are circulated to all staff

—  Staff are reminded to switch off lights and equipment after work, during
lunch break or during the time working outside the office and whenever
possible

- Energy efficient office equipment is always preferred in making purchase
decisions

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

We supported the Earth Hour 2023 organised by the World Wide Fund for
Nature and encouraged our directors and staff to switch off the unnecessary
lighting for an hour on the event date, and continue a good practice on energy
saving in daily life.

We also target to reduce paper usage while improving efficiency in the
operations by implementing whenever possible the following business
processes to maintain a paperless office throughout the Group:

- Electronic bank and broker statements and correspondences

- Recycling schemes for paper

— Internal electronic administration and communication platform

Starting from the 2022 annual report of the Company published in April 2023,
we used the Forest Stewardship Council (FSC) certified paper for contributing

to the environmental protection.

Except for the above-mentioned, the Group’s businesses have no direct
significant impact on the environment and natural resources.
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Environmental, Social and Governance Report (Continued)

RE HERERHE(H)
Environmental Indicators RIBER
Types Unit 2023 2022
g3 By —g== T F
Air and GHG Emissions
BRBREREHK
NOx Emissions! kilogram (“kg”)/kilometer (“km”) - 0.82
REBER RFARFD/RE(RED
SOx Emissions'’ kg/Litre (“L") - 0.03
Hal R DT/ FTH]D
PM Emissions' kg/km - 0.06
FERLYIHERL NN
Direct (Scope 1) GHG emission’ kg of carbon dioxide equivalent (“kgCO.,e") - 4,504
HE(BE)REREHNR AZaftmEE(( AT ZStREE])
Indirect (Scope 2) GHG emission? kgCO.,e 24,239 25,255
i (BE2) R E RSP AT ZE(LRES
Other indirect (Scope 3) GHG emission® kgCO.,e 2,137 2,277
HhfE# ($[E13))5 = RS HE A DT ZEiREE
Total GHG emissions (Scopes 1, 2 and 3) kgCO,e 26,376 32,036
BEREHNEE(FBET - 2K&3) AE_E(riEE
GHG emission intensity kgCO.e per full-time employee (“FTE”) 942 1,144
RERBEEINEE DR tEE 2REE((2HBES )
kgCO.e per million revenue 608 418
YNkt (-5 ==Y €
kgCO,e per square feet 4 4.8
AT _EftirEEFHR
Energy Consumption
BRI
Petroleum usage’ L - 1,909
FUBAE! 7+
Petroleum usage intensity L per FTE - 68
AMAERE H/ 2BES
L per million revenue - 25
A/ AETWE
Indirect energy — Electricity consumption? kWh 34,139 35,570
I RER — BB TFE&
Electricity consumption intensity kWh per FTE 1,219 1,270
THEREE TRE 28RS
kWh per million revenue 787 464
TRE BTl
kWh per square feet 5.1 5.3
TRE,FIR
Non-hazardous Waste
BmEBEY
Paper consumption® kg 445 474
HLSRIHRE? NI
Paper consumption intensity kg per FTE 16 17
RFHREE NI =1
kg per million revenue 10 6
DT/ BB
kg per square feet 0.07 0.07
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Environmental, Social and Governance Report (Continued)
RE HEREREE (E)

! Caused by the vehicles owned by the Group. The vehicles were sold in
September 2022,

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

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

Climate Change (Aspect A4)

We integrate climate-related risks into the Company’s Risk Management
Policy. The Company, through the audit committee and with the assistance
of the management, has identified the climate-related risks relating to the
businesses and operations of the Group and categorised them into (1) physical
risks and (2) transition risks.

Physical Risks

We are aware that climate change can lead to an increase in extreme weather,
such as super typhoon, flood, drought, etc., which can affect the ecosystem.
The ecosystem destruction may have interlocking effect, such as fluctuation in
temperature, that as a result the energy consumption, equipment depreciation
and associated costs in our operations could be affected as well as the safety
of employees working at the premises may also be threaten. The Group keeps
making efforts to implement the mitigation of use of resources as disclosed in
the section headed “Use of Resources (Aspect A2) and the Environment and
Natural Resources (Aspect A3)” above.

In Hong Kong, super typhoon is the common extreme weather. The Group’s
operations are principally office-based. The effect on the productivity of our
staff would not be significant unless the extreme weather continues for a long
period. As circumstances allow, our staff could work from home so as to
mitigate any adverse effects. We have also developed emergency protocols
to handle such events, as outlined in our Employee Handbook, including
procedures to approach typhoon signals and rainstorm warnings.

Besides, super typhoon and heavy rain may break the office windows and
hence may destroy the Group’s documents and equipment. The management,
with assistance from the human resources department, keeps attention on the
development of the bad weather and will inform our staff to take sufficient and
necessary measures when there is an announcement of typhoon and/or rain.
Furthermore, the Group has built up a good practice many years ago to scan
all documents into electronic version and save in the computer server, and
the management information system department regularly arranges backup of
the computer server. The backup will be kept by the management information
system department and stored in safe location. In case the office windows are
destroyed by the super typhoon and resulting in the damage of the desktop
computer of our staff, we still have the backup and will not affect our daily
working.
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Environmental, Social and Governance Report (Continued)

Transition Risks

As a financial service provider, accompanying the regulators such as the Stock
Exchange and the Securities and Futures Commission (the “SFC”) promote
the green culture such as paperless for registration/application, we shall
continue to explore relevant risks and opportunities to develop green services
that facilitate the Group transforming to a lower-carbon operation and provide
support to staff to meet new regulations so as to serve the long-term needs of
the environment and consider climate resilience in our businesses in the future.

SOCIAL ISSUES

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

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

—  observing relevant laws and regulations;

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

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

—  promoting a good work-life balance for staff;

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

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

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

Owing to the nature of our businesses, work-related injuries, occupational
health issues and the incurrence of child labour are not significant risk
factors. Notwithstanding, the Group endeavours to provide a safe and
pleasant working environment for our staff. The administration department is
responsible to implement the safety and hygiene of our workplace, such as
monthly office cleaning (including cleaning of carpets, computer and telephone
equipment). We have established special work arrangements for typhoon
and rainstorm warnings to protect the safety of our staff. The management
monitors the above implementation and measures from time to time to ensure
they are adequate and up-to-date. Also, we comply with the Occupational
Safety and Health Ordinance to ensure occupational health and safety of our
staff. The Group was not aware of any non-compliance with any relevant laws
and regulations relating to providing a safe working environment and protecting
employees from occupational hazards.

During the past three years including the year ended 31 December 2023, the
Group has no record on any work related fatalities nor lost days due to work
injury.

Besides, although COVID-19 pandemic was moderated in 2023, the Group
kept implementing certain protocols to protect the health and safety of our
workforce, their families, local suppliers and neighbouring communities while
ensuring a safe environment for operations to continue as usual:

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

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

. cancellation of all non-essential travel;

. flexible and remote working plans for employees;

. self-isolation following travel, development of symptoms, or interaction
with a confirmed case of COVID-19 and requirement to undergo a
coronavirus test as and when necessary at the Company’s cost; and

. increased inventory of face masks, hand sanitiser and hygiene supplies,
and increased focus on cleaning and sanitation.

The Group does not employ permanent staffs who are below 18 years old
and prohibits the forced labour in accordance with local employment laws and
regulations. During the recruitment process, the human resources department
requires all personnel to provide valid personal identification documents
for verification purposes, while background checks will also be carried out
whenever necessary. In the unlikely event that false information or a false
identity is discovered, the Group will address the situation by closely following
the necessary procedures in accordance with laws and regulations. The Group
was not aware of any non-compliance with any relevant laws and regulations
relating to preventing child and forced labour.
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Environmental, Social and Governance Report (Continued)
RE #HERERESE (&)

RZZZ=F REEABLESARE -

In 2023, there is no significant variation in employment numbers.

RZZ-_=F+_A=+—8 AEEHEF0RET(8
BEARARES)(ZE-ZF :284) @ SBEWT -

As at 31 December 2023, the Group has a total of 29 staff (including directors
of the Company) (2022: 28), details are set out as follows:

Number of employees

EEAH
2023 2022
—EB-=F —E-—F
By Gender R
Male 3 21 19
Female g 8 9
By Age Group B F iR B
Aged below 26 2655 A T 2 -
Aged 26-35 265 Z355% 3 2
Aged 36-45 363K E 455 12 12
Aged 46-55 465%2555% 4 6
Aged above 55 5555 A 8 8
By Geographical Region B E
Hong Kong B 28 27
Taiwan 8 1 1
By Employment Type EEEER
Permanent Staff EFXET 28 28
Intern BEEAE 1 -

During the year ended 31 December 2023, 6 persons (2022: 6 persons) HE-_Z_=F+-_A=+—HLFER A6A(ZFE
departed the Group. Details of the employee turnover rate are set out as T 6 N)EERAKEE o BERKLLERFBOT ¢
follows:
Employee Turnover Rate’
EER KL=
2023 2022
—EB=-= —E-—F
By Gender BRI
Male Es 5% 17%
Female oy 38% 18%
By Age Group REEHER
Aged below 26 2655 A T 33% 100%
Aged 26-35 26572 357% 0% 33%
Aged 36-45 365K 245755 20% 8%
Aged 46-55 465R 255755 33% 14%
Aged above 55 55574 F 0% 20%
By Geographical Region R E
Hong Kong BHE 18% 18%

! Number of person(s) in the specified category left during the year divided by the

total number of persons in the same specified category during the year.

FRETERR BB ABBIAFAR —EERR LA
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Environmental, Social and Governance Report (Continued)
RE HEREREE (E)

Development and Training (Aspect B3)

The Group is committed to fostering a culture of continuous learning in our
organisation. Heavy emphasis is placed on staff training which is tailored to
equip our workforce with the necessary knowledge and skills relevant to their
work, covering topics such as accounting standard, anti-money laundering and
counter-terrorist financing, as well as to build our talent pool. During the years
ended 31 December 2023 and 2022, the Group had funded its directors and
staff to join relevant training programmes that meet the demands of the work
place and/or their personal development. The Group also regularly circulate
the compliance and regulatory updates to all staff, especially for the staff who
are licensed persons registered under the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFO”).

During the year ended 31 December 2023, approximately 77% (2022: 68%)
of permanent staff (including directors of the Company and resigned staff of
the Group) received training (collectively, “Person Trained”), total training hours
are 509 (2022: 502) and average of 19 (2022: 22) training hours per Person
Trained, details are set out as follows:

BEK&IEYI(BHEB3)

REBBNEIFELZE L - BHIREAE TIRIE
S - EMrIE A ST ERBEO TR MR R
EQEA RABERRABRESTIE  RABESEA
F o HMET - =FRZT S+ ZA=+—HIEHF
ERN - AEEZBEYHEERE T2 NMBMEIIREN
FEIERER NEARRAME - NEBENTMAEE
TEHEXABRBRONEMEH - FRARREESFR
HEEG (BB AFIS718) ([FHRBEE ] EmA
BERANET -

HEZT-_=F+ZA=+—RHLEFE  H77%(=F
ZZF 8% FRETL(BIEAQREERAEE DS
BE ) EZEIN(GE [ ZIALL - BFIR80A500
NEF(ZZZZF 502/ ) R B ZHIA T
NS (=T 22/ - BB

Average training hours

Percentage of Person Trained (hours per Person Trained)

ZIAL T IIRFE
Boklt (BZINATHRE)
2023 2022 2023 2022
—E-=HF —F-= —EZ=HF —E-—
By Gender BRI
Male 3 91% 89% 20 21
Female ks 54% 67% 17 24
By Employee Category REEER
Management EIRE 95% 100% 23 24
General —WET 56% 55% 10 17
Supply Chain Management (Aspect B5) HEEEE (EHEBS)

The Group interacts with a number of business partners such as law firms,
securities brokers, tax advisers and consulting companies. These are not
considered to pose significant environmental or social risks for our business
and engagement decisions are based on pricing, suitability as well as the
reputation of business partners. In selecting securities brokers, we also take
into considerations their contribution on the environmental protection such as
using electronic form to place investment order instead of using paper. We also
strictly monitor and prohibit any kinds of business bribery and discrimination
against any business partners. Once engaged, the performance of business
partners are then reviewed from time to time by the management on an on-
going basis, so as to guarantee the delivery of quality services that meet the
needs of the Group. The above practices are applied to and implemented on
all our business partners.

During the year ended 31 December 2023, the Group engaged with 24
business partners (2022: 19) which situated in China and Hong Kong
respectively (2022: Hong Kong).
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Environmental, Social and Governance Report (Continued)

Service Responsibility (Aspect B6)
Service Quality

The Group’s corporate finance advisory, asset management and securities
broking businesses are regulated by the SFC and our two subsidiaries
are licensed corporations under SFO. As at 31 December 2023, all front-
line professional employees of the subsidiaries were properly licensed and
registered with the SFC. 5 employees were responsible officers (2022: 6) and
6 were licensed representatives (2022: 6). All responsible officers have over 10
years’ experience in their respective fields.

The Group’s money lending business is governed by the Money Lenders
Ordinance (Chapter 163 of the Laws of Hong Kong) and our subsidiary holds
money lenders licence. The staff in-charge-of money lending business has over
10 years’ relevant experience and keep obtaining continuous development to
maintain a professional and high quality service.

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

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

During the year ended 31 December 2023, the Group was not aware of
any non-compliance with the relevant laws and regulations relating to health
and safety, advertising, labelling and privacy matters relating to our services
provided (2022: Nil).

Owing to the nature of our businesses, the products sold or shipped subject to
recalls for safety and health reasons as well as the quality assurance process
and recall procedures are not significant risk factors. Notwithstanding, the
Group endeavours to maintain good service quality for our clients.
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Environmental, Social and Governance Report (Continued)
RE HEREREE (E)

Privacy of Client Information and Data Protection

The Group respects and values the privacy of all client information. In
compliance with the Personal Data (Privacy) Ordinance, the Group collects
and uses client information in a responsible and non-discriminatory manner,
restricting the use of the client information as required by the confidentiality
clause included in the mandate. All employees are required to maintain strict
confidentiality about the affairs of the Group. Employees are not allowed
to disclose to other individuals or third parties, directly or indirectly, exploit
or use confidential information concerning the Group and its clients. These
requirements on handling the confidential information have been incorporated
in our Employee Handbook. The management monitors the above
implementation from time to time to ensure it is up-to-date.

During the year ended 31 December 2023, there have been no cases or
complaints in relation to violation of relevant confidentiality laws (2022: Nil).

Client Feedback Handling

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

During the year ended 31 December 2023, the Group did not receive any
material complaints regarding the services it provided (2022: Nil).

Intellectual Property

We respect intellectual property rights, including but not limited to trademarks,
patents and copyrights. Employees shall not privately use or allow outside
parties to possess and exploit intellectual property, unless permission
has been obtained by copyright owners. Employees are required to notify
the department head before the use of any name, slogan or mark for any
product, program or service. To safeguard our own intellectual property, the
management information system department carries out periodic inspection of
employees’ computers, thus ensuring that genuine software is installed.
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Environmental, Social and Governance Report (Continued)

Anti-Corruption (Aspect B7)

As a financial service provider, one of the Group’s social responsibilities is
to prevent and detect money-laundering. Apart from conforming to the rules
and regulations mentioned in the section headed “Service Responsibility
(Aspect B6) — Service Quality” above, the Group has established the “Anti-
Money Laundering Policy” that sets out the general framework for the Group
to combat money laundering and financing of terrorism. The Group has a
zero-tolerance attitude towards bribery, corruption and dishonest business
practices. The Code of Conduct in our Employee Handbook also sets out the
standards of behavior of directors and staff expected by the Group and the
guidelines on how to handle different situations in business dealings.

A Whistle Blower Policy has been established to facilitate the direct reporting of
any unlawful conduct, any incident of corruption, avoidance of internal control,
incorrect or improper financial or other reporting to senior management by
our employee and those who deal with the Group. This policy is reviewed
by the audit committee of the Company annually and either circulated to our
employees periodically or placed on the corporate electronic platform of the
Group to facilitate their easy access and reporting. During the year ended
31 December 2023, the Group has no record on any concluded legal cases
regarding corrupt practices brought against the Group or our employees
(2022: Nil).

During the year ended 31 December 2023, we invited the Independent
Commission Against Corruption to deliver anti-corruption training to the
directors and staff to refresh their knowledge on the subject matter. We
also took initiatives to enhance the directors and staff the awareness of and
sensitivity to crimes such as corruption and money laundering by circulating the
relevant reading materials for self-study.

During the year ended 31 December 2023, the Group was not aware of any
non-compliance with the relevant laws and regulations relating to bribery,
extortion, fraud and money laundering (2022: Nil).

Community Investment (Aspect B8)

We strive to excel and undertake the responsibility of a good corporate citizen
contributing to the community by encouraging our staff to enroll in charity
and social services. During the year ended 31 December 2023, the Group
mainly sponsored in cash the activities organised by Kids4Kids Limited and
Cambodian Children’s Fund (Hong Kong) Limited, with an aggregate amount
of HK$67,000 (2022: HK$5,000), because we share the similar missions with
this organisation. Everyone deserves to be treated equally no matter their age,
gender or background. Kids4Kids Limited equips young people to be socially
responsible and active agents of change. Cambodian Children’s Fund (Hong
Kong) Limited is transforming the lives of the most impoverished, marginalized
and neglected children in Cambodia.

Beyond our charitable activities, the Group is honoured to involved, supported
and contributed in a variety of professional associations, Chambers and non-
profit organisations, including Chamber of Hong Kong Listed Companies which
also concerns the ESG matters and commit to promote ESG culture in Hong
Kong.
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Independent Auditor’s Report
18 3L #% BB R

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

EEE © +852 2218 8288
@E +852 2815 2239
www.bdo.com.hk

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

OPINION

We have audited the consolidated financial statements of Da Yu Financial Holdings
Limited (the “Company”) and its subsidiaries (together the “Group”) set out on pages
81 to 171, which comprise the consolidated statement of financial position as at
31 December 2023, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31December 2023, and of its
consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and
have been properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

Key audit matters are those matters that, in our professional judgement, were of
most significance in our audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Impairment assessment on goodwill and intangible assets

The Group had goodwill of carrying amount of approximately HK$108,788,000 and
intangible assets of carrying amount of approximately HK$57,537,000 as at 31
December 2023. Management has engaged an independent professional valuer to
assist them to perform an impairment review in accordance with the requirements of
Hong Kong Accounting Standards 36 “Impairment of Assets”. Recoverable amounts
of cash-generating units to which the goodwill and intangible assets belong
were determined based on value in use calculations, which include significant
assumptions and judgements made by management concerning estimated future
cash flows. Based on the assessment result, impairment losses on goodwill of
approximately HK$172,453,000 was recognised for the year ended 31 December
2023. We identified the impairment assessment of goodwill and intangible assets
as a key audit matter because of its significance to the consolidated financial
statements and because this area involves a significant degree of judgement and
estimation made by management, in particular the estimation of future cash flows
and discount rate.

Refer to Note 4 “Critical accounting judgements and key sources of estimation
uncertainty”, Note 16 “Goodwill” and Note 17 “Intangible assets” to the consolidated
financial statements.

How our audit addressed the Key Audit Matter:

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

Evaluating the competence, capabilities and objectivity of the independent
professional valuer and auditor’s expert;

- Assessing the appropriateness of the valuation methodology in respect of the
assessment of the recoverable amounts;

- Assessing the reasonableness of the underlying key assumptions and key
input data used in the assessment of the recoverable amounts;

- Involving an auditor’s expert to assist us in evaluating the appropriateness
of the valuation methodology and reasonableness of key assumptions in the
value in use calculations and fair value less cost of disposal calculations; and

- Performing sensitivity analysis including assessing the effect of a reasonably
possible change in discount rate and cash flows.
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Independent Auditor’s Report (Continued)
BB (E)

OTHER INFORMATION IN THE ANNUAL REPORT

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

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. This report
is made solely to you, as a body, in accordance with the terms of our engagement,
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

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

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

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

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

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

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

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

O obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to express
an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
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Independent Auditor’s Report (Continued)
BB (E)

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

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

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

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

BDO Limited

Certified Public Accountants

Lo Ngai Hang

Practising Certificate no. P04743
Hong Kong, 27 March 2024
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
GEEERkEMEEWER

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

2023 2022
—T-=fF —T-—F
Notes HK$’000 HK$'000
ek FHER FHT
Revenue W ek 5(a) 43,360 76,700
Other net income E AU AFEE 5(c) 4 267
Other net financial gain/(loss) Hib gk (E518)F58 7 7,382 (1,739)
Employee benefit expense EERFFAEZ 8 (20,795) (23,848)
(Impairment losses)/reversal of impairment losses  BA#&EE 2 CREER)
on financial assets REE B (100) 138
Impairment losses on goodwill e 2 REER 16 (172,453) (21,724)
Administrative and other expenses TR R EMES (17,144) (18,566)
Finance costs BhE AR 10 (207) (78)
(Loss)/profit before income tax BRAT ISR AT (B518) =R 11 (159,953) 11,150
Income tax expense FriSfif s 12 (1,838) (5,785)
(Loss)/profit and total comprehensive AATHEE AEN
(expenses)/income for the year attributable  ZFE (FE) HF R
to the owners of the Company (Note) 2E(EA) WS AE(HE) (161,791) 5,365
(Loss)/earnings per share attributable to AATEBAEESR 13
the owners of the Company (HK cents) (E518) B 7 (B4L)
— Basic —HAR (14.20) 0.47
~ Diluted — 8 (14.20) 0.47
Note: B3
This note does not form part of the consolidated statement of profit or loss and other I RS MERK BiR A B R H M2 E KRR 3D °
comprehensive income.
2023 2022
—E-=4F T F
HK$’000 HK$'000
FET FHIT
For illustration purpose only EHEA
(Non-Hong Kong Financial Reporting (EEBHBEHRELER
Standard (“HKFRS”) Measures): ((EBMBHREEA FTE) -
(Loss)/profit and total comprehensive REE(EE),5F Rk
(expenses)/income for the year 2E(ER)W=im (161,791) 5,365
Add: Impairment losses on goodwill e EmEZREER 172,453 21,724
Adjusted profit and total comprehensive NEERIERE MRS 2 B EEER
income before non-cash impairment losses FERE2 Sy PN
on goodwill for the year EHE kAR 10,662 27,089

AEERMERERAT 20236% 81



82

Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)

nVTIZI*

For the year ended 31 December 2023

gz

=t A=T—BILFE

Note: (Continued)

)

The Company believes that the adjusted financial measures provide useful
information to investors in understanding and evaluating the consolidated
statement of profit or loss and other comprehensive income of the Company and
its subsidiaries (collectively referred to as the “Group”) 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 year to year 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 HKFRS.
You should not view the adjusted results on a standalone basis or as a substitute
for results under HKFRS.

There was no tax effect in respect of the impairment losses of goodwill.
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Consolidated Statement of Financial Position

e MBI R

As at 31 December 2023
RZTEZ=F+-HA=+—H

2023 2022
—EB-=F T _F
Notes HK$’000 HK$’000
ek FHER FHT
ASSETS AND LIABILITIES EEREE
Non-current assets kREBEE
Property, plant and equipment L E NG 15 220 210
Goodwill =ES 16 108,788 281,241
Intangible assets B EE 17 57,537 60,989
Right-of-use assets FRAEEE 18 3,454 690
Mortgage loans RIBERK 19 12,251 32,370
Financial assets at fair value through BAFEFAB=m([EAF
profit or loss (“FVPL”) Bt A BN BEE 25 49,579 -
Other assets Hih&E 20 200 200
232,029 375,700
Current assets RENEE
Mortgage loans BIBER 19 2,968 4,942
Term loans BHER 21 4,964 1,501
Contract assets BHEE 22 53 1,053
Trade and other receivables, deposits paid B o hEMERKTIE - BfTIRE
and prepayments RIBRFIA 23 3,996 4,456
Amount due from a related company JrE Uy — R BB A R SRIE 24 4,225 4,033
Financial assets at FVPL BATEFABENTBEE 25 10,739 11,586
Client trust bank balances BEEFRTE 26 163,152 160,737
Cash and cash equivalents HERIESEED 27 70,406 91,328
260,503 279,636
Current liabilities RBEE
Contract liabilities aHaRk 22 36 1,250
Trade and other payables and accrued expenses B 5 & B fth fE < 3018 R FE s B 2. 28 168,437 168,834
Lease liabilities HEEE 18 3,156 697
Taxation payable FESREIA 1,104 2,763
172,733 173,544
Net current assets REEEFSE 87,770 106,092
Total assets less current liabilities EEAERARBAE 319,799 481,792
Non-current liabilities FREBEE
Lease liabilities HEEE 18 367 -
Deferred tax liabilities FERES A 29 9,494 10,063
9,861 10,063
Net assets FEE 309,938 471,729
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Consolidated Statement of Financial Position (Continued)
GEVMBRR T (E)

As at 31 December 2023
RZTZ=F+-_H=+—H

2023 2022
—E-=fF T4
Notes HK$’000 HK$’000
Ff7E FET FAT
EQUITY e
Equity attributable to the owners of AN TEE AEL
the Company =

Share capital R 30 113,933 113,933
Reserves 54 31 196,005 357,796
Total equity AR 309,938 471,729

The consolidated financial statements on pages 81 to 171 were approved and FIEEIT1ENGAVBEREN S -NF=A=-++A%
authorised for issue by the Board of Directors of the Company (the “Board”) on 27 ARREEE((ESE))IERKETE YHATESERAEK

March 2024 and are signed on its behalf by: E5E
Lee Wa Lun, Warren Kuo Jen-Hao
Ty FAR
Director Director
EF EF
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Consolidated Statement of Changes in Equity
REREGEEEE

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

Share capital Retained
(Note 30) earnings Total equity
&S

(PfFEE30) REEF A

HK$’000 HK$’000 HK$’000

FET FET FET

At 1 January 2022 R-_ZE—-_—_F—H—H 113,933 352,431 466,364
Profit and total comprehensive income RNERBHN R

for the year Wz 4EEE - 5,365 5,365

At 31 December 2022 and R-B-_—_F+-A=+—0HEK

1 January 2023 —T-=%—fF—H 113,933 357,796" 471,729
Loss and total comprehensive expenses AREEEBELEE

for the year BRRE - (161,791) (161,791)

At 31 December 2023 R=-B=-=F+=A=+—8H 113,933 196,005* 309,938

# The balances of approximately HK$196,005,000 and approximately # 255 1564 49196,005,0005% 7T ) 49357,796,0005% T 15 5 Bl
HK$357,796,000 represents the reserves in the consolidated statement of NIE_=FR_FE-_—_F+_A=1t—HBHE8MERR
financial position as at 31 December 2023 and 2022 respectively. R -
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

2023 2022
—EC-=F -
Notes HK$’000 HK$'000
iE=3 FHT FHT
Cash flows from operating activities RETHFIBESRE
(Loss)/profit before income tax BRFT{S AT (B518) 5 (159,953) 11,150
Adjustments for: FE
Depreciation of property, plant and equipment ME - BELREITE 18 20 136
Amortisation on intangible assets B E 17 3,452 4,733
Intangible assets derecognition upon contract A X TER 4R IEFER
completion BT EE 17 - 419
Depreciation of right-of-use assets FREEETE 18 3,439 3,955
Fair value (gain)/loss including interest BRAFEFABmOTBEEZ
income on financial assets ATE () /B
at FVPL (BFEFISKA) 7 (5,526) 2,127
Finance costs BB R 10 207 78
Dividend income AR EMA 7 (1) (1)
Interest income FEMA 7 (1,855) (387)
Impairment losses on goodwill B 2R EEE 16 172,453 21,724
Impairment losses/(reversal of impairment losses) B & E ZREERE,
on financial assets CRUEEERE ) 100 (138)
Exchange loss, net b 3 s 18 F 58 19 -
Operating cash flows before working EEESEHAHLEED
capital changes BeneE 12,425 43,796
Decrease/(increase) in contract assets BHBERL,(EN) 1,000 (461)
Decrease in trade and other receivables, deposits & 5 & HAb eI zIE - 2 1RE &
paid and prepayments T RIER A 460 2,763
(Increase)/decrease in amount due from a related ~ FEY—EIRFEE A FIFIA
company (#&pn),/H (192) 419
(Increase)/decrease in client trust bank balances &P {ZFERITAGEMN) B (2,415) 19,456
Decrease in contract liabilities BHBERD (1,214) (10,057)
Decrease in trade and other payables and B REMEMNRER
accrued expenses FEEHR SR A (397) (18,351)
Change in mortgage loans RIBE R 22,093 (87,312)
Change in term loans BHERES) (3,582) (1,501)
Cash generated from/(used in) operations s/ (TR RE 28,178 (1,248)
Taxation paid [EENE 2 (4,066) (5,721)
Interest received BUHLE 1,855 387
Dividend received BUAR S 1 1
Net cash generated from/(used in) mEEE S, (FA)
operating activities REFE 25,968 (6,581)
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Consolidated Statement of Cash Flows (Continued)

= Ry~ — =]
GEBReRER(E)
For the year ended 31 December 2023

HE_Z-="F+-A=+—HILFE

2023 2022
—EB-=F —Eo—F
Notes HK$’000 HK$'000
ek FHER FHT
Cash flows from investing activities REZHFEEESRE
Purchase of non-current financial assets BEIERER AT EF ABEN
at FVPL MISEE (45,471) -
Interest received from financial assets at B B ATE AR
FVPL IS EENS 2,265 613
Purchase of property, plant and equipment BEYE  WELEE (100) (173)
Net cash inflow arising from acquisition WEE—HIM B ARIFTEAZIRE
of a subsidiary WA () B8 36 - 2,502
Net cash (used in)/generated from wEES(FTA),/F5
investing activities R& T (43,306) 2,942
Cash flows from financing activities METHRSESRE
Repayment of principal portion of the lease EEHEAE
liabilities e EHD 34(b) (3,377) (3,982)
Interest paid BAFE 34(b) (207) (78)
Net cash used in financing activities RUE IR IR F 5 (3,584) (4,060)
Net decrease in cash and ReRBELEEY
cash equivalents W BE (20,922) (7,699)
Cash and cash equivalents at REFENZRER
beginning of year REEEY 91,328 99,027
Cash and cash equivalents at end of year REAEERZEERBEEZEY 27 70,406 91,328
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Notes to the Consolidated Financial Statements

GEMBHRRME

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

1. GENERAL INFORMATION

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 the Group is principally
engaged in activities including dealing in securities, advising on securities,
advising on corporate finance, asset management, money lending and
securities and related services.

The consolidated financial statements are presented in Hong Kong dollars
(“HK$”), which is also the functional currency of the Company and all values
are rounded to the nearest thousand (HK$’000) except when otherwise
indicated.

2. CHANGE IN ACCOUNTING POLICIES

2.1 Adoption of new and amendments to HKFRSs -
effective on 1 January 2023

In the current year, the Group has applied for the first time the
following amendments to HKFRSs issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), which are relevant to and
effective for the Group’s consolidated financial statements for the
annual period beginning on 1 January 2023.

Amendments to HKAS 8 Definition of Accounting Estimates

Amendments to HKAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction
Amendments to HKAS 12 International Tax Reform — Pillar
Two Model Rules
Amendments to HKAS 1 and Disclosure of Accounting Policies
HKFRS Practice Statement 2

Amendments to HKFRS 4 Extension of the Temporary
Exemption from Applying
HKFRS 9

Except for the impact of the adoption of the amendments to HKFRSs

that has been summarised below, the other new and amendments to
HKFRSs have no material impact on the Group’s accounting policies.
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Notes to the Consolidated Financial Statements (Continued)

2. CHANGE IN ACCOUNTING POLICIES
(Continued)

2.1

2.2

Adoption of new and amendments to HKFRSs -
effective on 1 January 2023 (Continued)

Amendment to HKAS 1 - Disclosure of Accounting
Policies

The amendments aim to make accounting policy disclosures more
informative by replacing the requirement to disclose “significant
accounting policies” with “material accounting policy information”. The
amendments also provide guidance under what circumstance, the
accounting policy information is likely to be considered material and
therefore requiring disclosure.

These amendments have no effect on the measurement or
presentation of any items in the consolidated financial statements
of the Group but affect the disclosure of accounting policies of the
Group.

New guidance on accounting for the MPF-LSP
offsetting mechanism in Hong Kong issued by
HKICPA

In June 2022, Employment and Retirement Schemes Legislation
(Offsetting Arrangement) (Amendment) Ordinance 2022 (“the
Amendment Ordinance®) was enacted. The Amendment Ordinance
abolishes the use of the accrued benefits derived from employers’
mandatory contributions under the mandatory provident fund
(“MPF”) scheme to offset severance payment (“SP”) and long service
payments (“LSP”) (“the Abolition”). Subsequently, the Government of
HKSAR announced that the Abolition will take effect on 1 May 2025
(“the Transition Date”).

The following key changes will take effect since the Transition Date:

- Accrued benefits derived from employers’ mandatory MPF
contributions cannot be used to offset the LSP/SP in respect of
the employment period after the Transition Date.

- The pre-transition LSP/SP is calculated using the last month’s
salary immediately preceding the Transition Date, instead of
using the last month’s salary of employment termination date.

GEMBRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

2. EEREEH(HE)

2.1

2.2

RAFRIETEBUH B REER -
RZBEZ=5—A—B4%%(E)

BEBETERE1R (157K )-E5t
B2 B F

ZEETAEEBS N HB EARH B AR
BRES B EAGHEE ] HTHHSHEE
HEESEN - RFEAMRRES TR T
TR IEE A RIS AR B E A BN S
SR -

ZEEFAYAEBIR S MR EE B A5
BRI UELE  EHAREN SRR EE
B E -

BEREMASR BB ERR
BEEEEEH 2T RERHTE
5l

RZZEZZFRA (ZEZZFEERRKET
EEOIGESHRHE) (IB3T) BN (THEET 5 H1 1)
BAEM o IBETIEBIEUE A Bl A TE € (5878
& Dt gl Es bl iz RERFIEHERE
([EB&4E ) ERERE:((RERE: ) 2%
BE(TBUHZHED - Hig - SEFEENESH
EUHZ R SRR A—B (858 DA
B o

PATS EZE B S 88 B AR

= EEastRESHFTEENRERT
TR BIEE N E S B R ERRE 2 & H
RigE TERE

= A RERB S B REIARZES

|
BAATRE—EANFEE - MILIFPAK
IFREE A Z#HEFE -

ABERERERDR 2023F

89



20

Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

2. CHANGE IN ACCOUNTING POLICIES

(Continued)

2.2 New guidance on accounting for the MPF-LSP

offsetting mechanism in Hong Kong issued by
HKICPA (Continued)

Due to the complexities of the accounting for the offsetting of
accrued benefits derived from an employer’s mandatory MPF
contributions and its LSP obligation and the accounting for the
offsetting mechanism could become material in light of the Abolition,
the HKICPA published “Accounting implications of the abolition of
the MPF-LSP offsetting mechanism in Hong Kong” (“the Guidance”)
in July 2023 to provide guidance to account for the offsetting
mechanism and the Abolition. The HKICPA concluded that there are
two acceptable accounting approaches for the offsetting mechanism,
being:

- Approach 1: Account for the amount expected to be offset as
a deemed employee contribution towards that employee’s LSP
benefits in terms of HKAS 19.93(a)

- Approach 2: Account for the employer MPF contributions and
the offsetting mechanism as a funding mechanism for the LSP
obligation

For the years ended 31 December 2022 and 2023, the Group’s LSP
liability before the expected offsetting under the MPF-LSP offsetting
mechanism is immaterial. Application of the Guidance had no material
effect on the consolidated financial statements of the Group.
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Notes to the Consolidated Financial Statements (Continued)
GEMBREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

2. CHANGE IN ACCOUNTING POLICIES 2.
(Continued)

B BEREH (H)

2.3 New and amendments to HKFRSs that have 23 CHEMGENMKRERZHRIETER

been issued but are not yet effective

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

Amendments to HKAS 1 Non-current Liabilities with Covenants’

Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current’

Amendments to HKFRS 16  Lease Liability in a Sale and
Leaseback!

Amendments to HKAS 7

and HKFRS 7

Supplier Finance Arrangements!

Amendments to HKAS 21 Lack of Exchangeability?

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture®

Hong Kong Interpretation 5 Presentation of Financial Statements
(Revised) — Classification by the Borrower
of a Term Loan that Contains

a Repayment on Demand Clause’

i Effective for annual periods beginning on or after 1 January 2024

2 Effective for annual periods beginning on or after 1 January 2025
s Effective for annual periods beginning on or after a date to be
determined

The Group is in the process of making an assessment of the potential
impact of these new and amendments to HKFRSs and the Board so
far concluded that the application of these new and amendments to
HKFRSs will have no material impact on the Group’s consolidated

financial statements.
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Notes to the Consolidated Financial Statements (Continued)

MW R MR (])

For the year ended 31 December 2023

HE-T—

SE+-A=t+—HILEE

3. MATERIAL ACCOUNTING POLICY
INFORMATION

3.1

Statement of compliance and basis of
preparation

The consolidated financial statements incorporate the financial
statements of the Group made up to 31st December, each year.

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

The material accounting policy information applied in the preparation
of these consolidated financial statements are set out below.

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

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

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

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.2

3.3

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries.

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

Subsidiaries

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

In the Company’s statement of financial position, investment in a
subsidiary is carried at cost less any impairment loss (Note 3.12).
The results of subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the reporting date.
All dividends whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s profit or loss.
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.4 Goodwill

Where the fair value of identifiable assets and liabilities exceed the
aggregate of the fair value of consideration paid, the amount of any
non-controlling interest in the acquiree and the acquisition date fair
value of the acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition date, after

re-assessment.

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

unit may be impaired.

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

in profit or loss and is not reversed in subsequent periods.
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Notes to the Consolidated Financial Statements (Continued)

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.5

Intangible assets (other than goodwill)

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

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

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

(the “SFC”) licences

Both the period and method of amortisation are reviewed annually.

Intangible assets with finite lives are tested for impairment when there
is an indication that an asset may be impaired. Intangible assets
with indefinite useful lives and intangible assets not yet available for
use are tested for impairment annually, irrespective of whether there
is any indication that they may be impaired. Intangible assets are
tested for impairment by comparing their carrying amounts with their
recoverable amounts (Note 3.12).

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

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

MW R MR (])

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.6 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses. The cost of
property, plant and equipment includes its purchase price and the
costs directly attributable to the acquisition of the items.

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

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

20% — 33.3%
Shorter of assets expected useful lives

Office equipment
Leasehold improvements
and lease term

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

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

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

3. MATERIAL ACCOUNTING POLICY 3. EAEHHBELER(E)
INFORMATION (Continued)

3.7 Leases 3.7 #HE

The Group as lessee

All leases are capitalised in the consolidated statement of financial
position as right-of-use assets and lease liabilities.

Right-of-use asset

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

Lease liability

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

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

When the Group renegotiates the contractual terms of a lease with
the lessor, where the renegotiated increases the scope of the lease
(whether that is an extension to the lease term), the lease liability is
remeasured using the discount rate applicable on the modification
date, with the right-of-use asset being adjusted by the same amount.
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Notes to the Consolidated Financial Statements (Continued)

(mﬁ)

For the year ended 31 December 2023
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3.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.8 Financial assets

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

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset.

Debt instruments

Subsequent measurement of debt instruments depends on the
Group’s business model for managing the asset and the cash
flow characteristics of the asset. Financial assets with embedded
derivatives are considered in their entirety when determining whether
their cash flows are solely payment of principal and interest. There are
two measurement categories into which the Group classifies its debt
instruments:

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

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

3. MATERIAL ACCOUNTING POLICY 3. EAEHHBELER(E)
INFORMATION (Continued)

3.8 MHKEE(R)

3.8 Financial assets (Continued)

Debt instruments (Continued)

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

Equity instruments

For the equity instruments held for trading are classified as FVPL,
whereby changes in fair value, dividends and interest income are
recognised in profit or loss.

Impairment loss on financial assets

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

GEMBRERMEE(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.8 Financial assets (Continued)

Impairment loss on financial assets (Continued)

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

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

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

(i) Significant increase in credit risk

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

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly:

. an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

. significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;
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Notes to the Consolidated Financial Statements (Continued)

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.8 Financial assets (Continued)

Impairment loss on financial assets (Continued)

(i)

Significant increase in credit risk
(Continued)

. existing or forecast adverse changes in (1) the
regulatory, economic or technological environments;
(2) business or financial conditions that are expected
to cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor; or

o financial re-organisation/restructuring entered by the
debtors.

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

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase
in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying a significant increase in credit
risk before the amount becomes past due.
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Notes to the Consolidated Financial Statements (Continued)
GEMB R TN

(mﬁ)

For the year ended 31 December 2023

BE—T—

SE+-A=t+—HILEE

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.8 Financial assets (Continued)

Impairment loss on financial assets (Continued)

(i)

(iii)

Definition of default

For internal credit risk management, the Group considers an
event of default occurs when information developed internally
or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without
taking into account any collateral held by the Group).

Irrespective of the above, the Group considers that default has
occurred when a financial asset is more than 90 days past
due unless the Group has reasonably supportable information
to demonstrate that a more lagging default criterion is more
appropriate. In particular, the following qualitative indicators
are taken into account in determining the risk of a default
oceurring:

. probable bankruptcy entered by the borrowers; and
] death of the debtor.
Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of
default that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that
a financial asset is credit-impaired includes observable data
about the following events:

(a) significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past due
event;

() the lenders of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty,
having granted to the borrower concessions that the
lenders would not otherwise consider;

(d) probable bankruptcy or other financial reorganisation
entered by the borrower; or

(e) the disappearance of an active market for that financial
asset because of financial difficulties.
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Notes to the Consolidated Financial Statements (Continued)

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.8 Financial assets (Continued)

Impairment loss on financial assets (Continued)

(iv) Write-off policy

(v)

The Group writes off a financial asset when there is information
indicating that the debtor is in severe financial difficulty and
there is no realistic prospect of recovery, for example, when
the counterparty has entered into bankruptcy proceedings.
Financial assets written off may still be subject to enforcement
activities under the Group’s recovery procedures, taking into
account legal advice where appropriate. Any recoveries made
are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if there
is a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical
data and forward-looking information. Estimation of ECL reflects
an unbiased and probability weighted amount that is determined
with the respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with the
contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial
recognition for financial assets.

Interest income on credit-impaired financial assets is calculated
based on the amortised cost (i.e. the gross carrying amount
less loss allowance) of the financial asset. For non-credit-
impaired financial assets interest income is calculated based
on the gross carrying amount.
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Notes to the Consolidated Financial Statements (Continued)
GEMB R TN

(mﬁ)

For the year ended 31 December 2023

S ——

SE+-A=t+—HILEE

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.8

3.9

Financial assets (Continued)

Impairment loss on financial assets (Continued)

(vi) Derecognition of financial assets

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

Financial liabilities
Financial liabilities at amortised cost

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

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

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

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

3. MATERIAL ACCOUNTING POLICY 3. EAEHHBELER(E)
INFORMATION (Continued)

3.10 Revenue recognition 3.10 =R

Revenue is recognised to depict the transfer of promised services W IR MR P EBFTRFEREH S BRER - Mk

to customers in an amount that reflects the consideration to which SERMEEFE A MZERGEHIMORE - &

the entity expects to be entitled in exchange for those services. BimE  AEES|IARRKSE 2 AELE

Specifically, the Group uses a 5-step approach to revenue

recognition:

Step 1: Identify the contract(s) with a customers F—F | HAREPEIMZER

Step 2: Identify the performance obligations in the contract FH . HAENTHELARE

Step 3: Determine the transaction price F=W ETXRHE

Step 4:  Allocate the transaction price FENY . DEXSHE

Step 5: Recognise revenue when (or as) the entity satisfies a FRT  R(EE)EBETRENR ERERIE

performance obligation

The Group recognises revenue when (or as) a performance obligation AEBRBEHETEBT(AEBEBBEHET TR

is satisfied, i.e. when “Control” of the services underlying the particular FEHEY [ |8Eas T 2 P ) BERUNES ©

performance obligation is transferred to the customers.

Control of the services may be transferred over time or at a point in IRAS S r] RN —ER B R A sl R 3 — B ) Bh e

time. Control of the services is transferred over time if: % o AT B 0B AR 75 122 4 A — ER PR N 8358

= the customer simultaneously receives and consumes the = REBEETERBRANARESKEETE
benefits provided by the entity’s performance as the entity B XIFTIR LAY FI S
performs;

- the Group’s performance creates and enhances an asset that = AEEBRNEEERINAREFHEEREE
the customer controls as the Group performs; or JRAY RS B EE ¢ 5k

- the Group’s performance does not create an asset with an - AEBERHTSEIER AAEE S EMA
alternative use to the Group and the Group has an enforceable HMEE BAEEHES TRABANEK
right to payment for performance completed to date. G P58 HIBITRIRER o

If control of the services transfer over time, revenue is recognised THARFS b — ER BRI NS R - WS TR A4

over the period of the contract by reference to the progress complete HLRENETERTKAERER - T8 I8

satisfaction of that performance obligation. Otherwise, revenue is TR EUS ARG 12 I A B R B AR o

recognised at a point in time when the customer obtains control of the
services.
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.10 Revenue recognition (Continued)

(i)

Advisory fee income and related services

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

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

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

The Group recognises revenue from providing advisory
service in exchange for non-cash consideration, usually equity
instruments issued by counterparties, at the fair value of the
non-cash consideration measured as of the date when the
Group becomes party to the contractual provisions of the
instrument, which is the date when the advisory agreement
becomes unconditional and all parties become bound by the
terms set out in the agreement.
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Notes to the Consolidated Financial Statements (Continued)

3. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

3.10 Revenue recognition (Continued)

(i)

(iii)

(iv)

Management fee income

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

Performance fee income

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

Commission income

Commission income for brokerage business are recognised on
execution of purchase, sales or other transactions or services
by the Group on behalf of its clients.

Placing and sub-placing commissions are recognised at
a point in time when the relevant services completed in
accordance with the terms of underlying agreement or deal
mandate.
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.10 Revenue recognition (Continued)

(v)

(vi)

(vii)

Interest income

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

Referral fee income

Referral fee income is recognised when or as it satisfies a
performance obligation by transferring promised services to
the customers in an amount to which the Group expects to be
entitled in exchange for those services.

Sundry income

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

Contract assets and liabilities

A contract asset represents the Group’s right to consideration in

exchange for services that the Group has transferred to a customer

that is not yet unconditional. In contrast, a receivable represents the

Group’s unconditional right to consideration, i.e. only the passage of

time is required before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer

services to a customer for which the Group has received

consideration (or an amount of consideration is due) from the

customer.
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Notes to the Consolidated Financial Statements (Continued)
GEMBREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

3. MATERIAL ACCOUNTING POLICY 3.
INFORMATION (Continued)

EXETBERER (&)

3.11 Employee benefits 3.11 EEEF

Retirement benefits

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

The Group participates in a defined contribution retirement benefits
scheme under the Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the Laws of Hong Kong) (the “MPF Scheme”), for all
of its employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the employees’
basic salaries.

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

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

Non-accumulating compensated absences such as sick leave and
maternity leave are not recognised until the time of leave.

As at 31 December 2023 and 2022, there were no forfeited
contributions available to offset future employers’ contributions to the
MPF Scheme. During the year ended 31 December 2023, no forfeited
contribution (2022: approximately HK$16,000) was utilised to reduce
the existing level of contributions.
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

3. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

3.12 Impairment of non-financial assets

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

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

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

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

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

An impairment loss is reversed if there has been a favourable change
in the estimates used to determine the asset’s recoverable amount
and only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined if no
impairment loss had been recognised.
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Notes to the Consolidated Financial Statements (Continued)
.-mn,j%%iﬁ%nﬁ (lllﬁ)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

3. MATERIAL ACCOUNTING POLICY 3. EAEHHBELER(E)
INFORMATION (Continued)

3.13 FIBH &5t A%

3.13 Accounting for income taxes

Income tax comprises current tax and deferred tax.

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

Deferred tax is calculated using the liability method on temporary
differences at the reporting date between the carrying amounts of
assets and liabilities in the consolidated financial statements and their
respective tax bases. Deferred tax liabilities are generally recognised
for all taxable temporary differences.

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

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

Changes in deferred tax liabilities are recognised in profit or loss.
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Notes to the Consolidated Financial Statements (Continued)
GEMB R TN

(mﬁ)

For the year ended 31 December 2023

BE—T—

SE+-A=t+—HILEE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

(@) Critical judgements in applying accounting
policies

Deferred taxes

Significant judgement is required in determining the amount of
deferred taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary
course of business. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such
differences will impact the deferred taxes in the period in which such
determination is made.
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4.

Notes to the Consolidated Financial Statements (Continued)

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

(b)

Key sources of estimation uncertainty

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

Impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated in
Notes 3.4 and 3.12. The recoverable amounts of CGUs have been
determined based on VIU calculations. These calculations require
the use of estimates about future cash flows and discount rates.
Determining the appropriate discount rate involves estimating the
appropriate adjustment for market risk and for asset specific risk
factors. In the process of estimating expected future cash flows,
judgement is required to determine key assumptions adopted in
the cash flow projections and changes to key assumptions can
significantly affect these cash flow projections and therefore the result
of the impairment reviews. Details of the estimates of the recoverable
amounts of CGUs containing goodwill are disclosed in Note 16.

Impairment of non-financial assets

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

Impairment allowances of financial assets

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

GEMBRERMEE(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

4. BARSHHAERETTIERERRZENE
ERR (%)

(b)

R T RER R 2 EEZRIR

BRZEVBHRR M T ATRENEMIN - BF
B T AR BRFEEANEER B BERNREEER
ERARZEARBRNMGF T RERNZR 2 ME
ERRT

R Bi{E

NEEFFIRBHES.4 M3 12 & 5T R
AREEREATMRE - BEEEBNMAE
WS REIRREREBFTEET
FERAURTASHRERTRENG - BEEE
WITIR R RETBRR REEEERBERD
B FREITART o EAFTTEHRRRBELTEN
BES - FEERFIERET R ST EERFTER
FARBRERE - MEARBENE(CAIUEBESR
EEAELESAYE  KHvERETHEZE

R ReELSEMN(BERE)NAKRESEME
2R ERK 16 R o

e
ZEFTHA

FH L ERE

AEERSEHRE R HHE2MIEMBEEES
BEMRMETR - BRFH 2 BVEEREF R
WEEZIR 2 B FEETTRERH - EibIE
M EENG P RBRRE(E A AR @
TTRERR - BEREAEERERE - AbFE
ESREELBTZRRARRASRE  AKRA
BEZIHRE - UERSREZRE -

WRIE 7B B 75 S 5 AR 1) 58 OS5 9 P A 4 B | 9 B 75
BEETREBRFERELHE  FiIREE
ERERBE R HEERREKIEE NG - #R
KHE e nEREREENSEREENRRERG
&t e Jit%EEJr ZIHAEMD  EhAHME
AR B RAE L T RRE A B

ABERERERDR 2023F

113



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

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND 4.
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)
(b) Key sources of estimation uncertainty (b)
(Continued)

Impairment allowances of financial assets
(Continued)

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

AESTTHAERETIRERENE
EHR (&)

At T RERR 2 EZREFE(E)

HMBEERER R (&)

RERERY  AEESHEBHHRERANE
PR B 2 MR A F AR LR NRR
HEITHE - MFHE BT R EERRES
BREEIEN - AEER I EE EARERBANH
BEKRAEE DA BNAERAFEENE
¥ EhEEE(CRECERIARATEED T o

This includes quantitative and qualitative information and also,

forward-looking analysis.

5. REVENUE AND OTHER NET INCOME 5. WEkHEMKAREE
(a) Disaggregation of revenue (@) ZiFdzE
2023 2022
—EB-=F T
HK$’000 HK$'000
Fa&T FAT
Revenue from contracts with customers EBEBIKREER F15558E R
within the scope of HKFRS 15: REEFEHZWE :
Services Revenue AR W 2=
Type of services RREsEER
— Advisory and related services — A R ABR RS 20,483 47,231
— Asset management services —BEEER® 14,747 14,684
— Securities and related services —FH RAEERS 1,776 2,787
— Referral fees —HENE 375 9,125
— Sundry income — TR A 991 1,002
38,372 74,829
Revenue from contracts with customers T EBEB I KR E LR E155K8EE R
not within the scope of HKFRS 15: HRBEFEEHz2 W -
Interest Revenue FIE Wz
Loan interest and related income BF B RAERERA 4,988 1,871
43,360 76,700
Timing of services revenue recognition BEBNEREENE1SREE RN
within the scope of HKFRS 15: RIS W RSB B
At a point in time I B 2 15,871 33,361
Transferred over time R—BEEAER 22,501 41,468
38,372 74,829

Da Yu Financial Holdings Limited Annual Report 2023



Notes to the Consolidated Financial Statements (Continued)

5. REVENUE AND OTHER NET INCOME
(Continued)

(b)

Transaction price allocated to remaining
performance obligations

As of 31 December 2023 and 2022, the aggregate amount of the
transaction price allocated to the performance obligations that are
unsatisfied (or partially unsatisfied) is approximately HK$10,090,000
and approximately HK$5,490,000 respectively. The transaction price
does not include any estimated amounts of variable consideration,
unless at the reporting date it is highly probable that the Group will
satisfy the conditions of variable consideration. The Group expects to
recognise the amount as revenue when the performance obligations
are satisfied in coming 12 months, depending on the contract terms.
The following table shows the time band for remaining performance
obligations to be satisfied.

GEMBRRME(E)
For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

5. W@EREMBAFEGE)

(b)

THREHKTENEENRZE

RZBZ=FR-FT__F+-HA=+—H ' 5H
BEZEBRANBEENRSBREWRET(HIH K
B77) * % B#710,090,0005% 7T K 495,490,000
BT - RSB TEEEM I ERENETEE -
MRIER IS AH - AEERE Al 48w 2 rl #K(E
B R - AEEFEHRARKI2E A EXKBANE
ER G B IEER AR + BURNE KGR -
TRINTEEXNR T BB TR RHEEE o

2023 2022
—EBC-=H —E-—F
HK$’000 HK$'000
TR FHTT
Remaining performance obligations FEER AT EARASZ AR Y
expected to be satisfied during: BRTENEE:
the year ended EE—_ZE-_=F+-A=+—8H
31 December 2023 FE - 5,490
the year ending HE—_Z_WFE+—-_A=+—H
31 December 2024 IEFE 10,090 -
(Note) (Bi3E) 10,090 5,490

The information about the Group’s performance obligations is
disclosed in Note 3.10. Payment is due based on contractual terms
specified in the underlying agreements.

Note:

According to HKFRS 15 — Revenue from Contracts with Customers, the
amount of remaining performance obligations above did not include a
significant advisory transaction subject to conditions, because according to
its mandate, as at 31 December 2023:

(i) there are uncertainties surrounding the actual amount to be
received;

(ii) the range for the final amounts to be received is wide, the worst of
it being nil;

(i) the uncertainty about the amount of advisory entitiement fee is not
expected to be resolved within a short period of time; and

(iv) there is no substantial commercial reality to ascertain the amount of
the advisory entitlement fee.

BRAREEROEENEREN 310 HEE -
NRRAR R AR 17 A & RS -

Bt

RIZEBI RS ERNE 155 [REB P &L
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Notes to the Consolidated Financial Statements (Continued)

GEMBRERMEE(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

5. REVENUE AND OTHER NET INCOME 5. WHERHEMKAFEE)
(Continued)
(c) Other netincome (c) HMWAFE
2023 2022
—B-=F B
HK$’000 HK$'000
FET FAT
Other income HAbA 4 3
Government grant (Note) BT e B (B 3E) - 264
4 267
Note: During the year ended 31 December 2022, the Group applied iz BEZZT-_—F+-_A=+—BItEE - K
for a government support program introduced in response to SEAEBTHEEERARITHBMN X FiT
the global pandemic. Included in profit or loss is HK$264,000 of g2 RERFREEYBEAEEREEFEX
government grants obtained relating to supporting the payroll of H A B8 9 B #8 BE 264,000/ 7T - AEEE
the Group’s employees. The Group has presented this government BZEBHMREMBAFEBYR - AEE
grant in other net income. The Group had to commit to spending WRREGZ AR W E—ERE
the assistance on payroll expenses, and not reducing employee MATEEE TAZURDEFEEKTFELT ©
head count below prescribed levels for a specified period of time. AEBSBEMARBEITHELFEBEAOE
The Group does not have any unfulfilled obligations relating to this 7% e
program.
6. SEGMENT INFORMATION 6. oEEHR
Operating segments are reported in a manner consistent with the internal REDHHMETNARETBELEARA(ZBZEER
reporting provided to the Chief Operating Decision-maker (the “CODM”"). RADEREOADREST N - TBLE 53%%%%
The CODM, who is responsible for allocating resources and assessing ENEBEREIEEESHHRIR - WEHBERRIEL
performance of the operating segments, has been identified as the steering REMRARNIEERZE S -

committee that makes strategic decisions.

Information reported to the CODM, being the directors of the 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.

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 and sundry income
derived from provision of the services.

() Securities and related services — provision of securities broking,

underwriting and placing of securities and investment in securities.

(d) Money lending business — provision of loan financing and related

services.
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6.

Notes to the Consolidated Financial Statements (Continued)

SEGMENT INFORMATION (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

6. 2EEM(E)

Segment revenue and results DEBU R R EE
Corporate
finance
services, Asset Securities Money
investment management and related lending
and others services services business Total
TERMERY
REREM BEEEERYE BHERABRE BEEY st
HK$°000 HK$°000 HK$’000 HK$’000 HK$’000
FiEx THER THEx T T
2023 —BC=HF
Revenue - external customers W2k —INEPR P 20,483 15,738 1,776 5,363 43,360
Other net income (Note) Hoft Y A58 (FE) - - 1,056 4 1,060
Other net financial gain/(loss) HinBi s Ues/ (B518)
- all generated from FE-2HARE
proprietary trading RGEE 9,571 - (241) 86 9,416
Less: inter-segment revenue W D e (2,034) - (1,056) - (3,090)
Reportable segment revenue HE D Has
- external customers —HNERR 28,020 15,738 1,535 5,453 50,746
Results %E
Reportable segment profit/(loss) M pEE 7 M EEE -
before impairment losses BREESHER
on goodwill, amortisation on s AIRE D
intangible assets and income tax & Fl,/ (&) 13,444 6,502 (7,894) 3,900 15,952
Reportable segment (loss)/profit — Er {581 Bl ¥R 7 26
before income tax (B18),/ %A (162,461) 6,502 (7,894) 3,900 (159,953)*
Amounts included in the measure 5T AR FT15 5 AT RS 2 26
of reportable segment (B18),/HAHNEE
(loss)/profit before income tax: BE
Amortisation on intangible assets 7 & & ¥ 3,452 - - - 3,452
Impairment losses on goodwill B REEE 172,453 - - - 172,453
Depreciation e 543 673 2,312 1 3,529
Employee benefit expense EBERAAX 7,792 7,195 5,070 738 20,795
Other information: HipEH -
Additions to specified REHFMENEE
non-current assets ;| 994 1,225 4,075 9 6,303
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Notes to the Consolidated Financial Statements (Continued)
GEMBREME(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

6. SEGMENT INFORMATION (Continued) 6. OEER(E)
Segment revenue and results (Continued) DERU S R S (])
Corporate
finance
services, Asset Securities Money
investment management and related lending
and others services services business Total
TERMERS
RE REA BEEERY &5 KBRS BB @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TAT FHAT FHAT TAT
2022 —Eo—F
Revenue g 47,231 15,686 3,072 11,044 77,033
Other net income (Note) ot A 88 (P =T ) 124 140 640 100 1,004
Other net financial loss H B B E1E %5
- all generated from —2HAREERS
proprietary trading EX (639) - (259) - (898)
Less: inter-segment revenue W DB (841) - (925) (145) (1,911)
Reportable segment revenue ]S D HiEs
- external customers — NS 45,875 15,826 2,528 10,999 75,228
Results E
Reportable segment profit/(loss) & #5E 7 H{EESE -
before impairment losses on BREEHER
goodwill, amortisation on and R IR R AAEHAT
derecognition of intangible WD IERF]
assets and income tax (E18) 29,775 6,645 (8,012) 9,618 38,026
Reportable segment profit/(loss) Bk FT{5%: Bk 'S 7 &6
before income tax s Fl/ (B518) 2,899 6,645 (8,012) 9,618 11,150*
Amounts included in the measure 5T ABFT{5 5 AT RS 2 26
of reportable segment @A/ (BiE)MEE
profit/(loss) before income tax: B
Amortisation on intangible assets &4 A # 15 4,733 - - - 4,733
Intangible assets derecognition A& KIFER AL IEFER
upon contract completion BVEE 419 = = = 419
Impairment losses on goodwill 2 AR 21,724 - - - 21,724
Depreciation e 634 832 2,624 1 4,091
Employee benefit expense EERAFX 10,458 7,128 5,647 615 23,848
Other information: HinEH -
Additions to specified BEFERBDEEZ
non-current assets #n 7 10 154 2 173
* Total segment (loss)/profit equals the consolidated (loss)/profit before . EED 0 (E18) SR FREERRERAIRE
income tax, accordingly no reconciliation of this amount is presented. (B518) /87 - Flt - ESELEHE -
Note: None of the net income generated from proprietary trading was included in izt 2T _=FER-_T-__F+_A=+—HItF

segment revenue for the years ended 31 December 2023 and 2022. B DElEF T ESS BERFIEENEMEA

T
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Notes to the Consolidated Financial Statements (Continued)
n‘mn,ji'%#ﬁ%nﬁ (lllﬁ)

For the year ended 31 December 2023

HE-Z-_=F+_A=1+—HILFE
6. SEGMENT INFORMATION (Continued) 6. ZHER(E)
Segment assets and liabilities TEHEERERE
Corporate
finance
services, Asset Securities Money
investment management and related lending
and others services services business Total
ERMERY
REREM  EEEERYE BHERABRE BEEY st
HK$°000 HK$°000 HK$’000 HK$’000 HK$’000
FiEx THER THEx T T
As at 31 December 2023 R-ZB-=F
+=A=+-AH
Reportable segment assets  HEHBEER
and consolidated total REEE
assets Fob] 237,035 40,085 177,893 37,519 492,532
Reportable segment liabilities H&E S MEE 10,080 859 165,409 867 177,215
Unallocated: other payables, RS - HbEM TR
accrued expenses and FEFTFRE &
taxation payable FESHETE 5,379
Consolidated total liabilities mEBREEE 182,594
As at 31 December 2022 W-T-—F+—A
=+—H
Reportable segment assets REDEEER
and consolidated total IRERE
assets Rk 387,717 39,347 170,548 57,724 655,336
Reportable segment liabilities WwEHHEE 11,383 276 161,225 719 173,603
Unallocated: other payables, KES  HpEAZE
accrued expenses and taxation — fEFHFIY &
payable FERTBIIR 10,004
Consolidated total liabilities mABERRE 183,607
For the purpose of monitoring segment performances and allocating MEEDHRARDFHEAPEERME
resources between segments:
- all assets are allocated to operating segments; and —  FBEESRELES B Kk
- all liabilities are allocated to operating segments other than other — FBABEIRELESH  MHEHMEMNKIE - &
payables, accrued expenses and taxation payable (except for other TS RIETHIE (BN & 5 KRR R TS KA
payables, accrued expenses and taxation payable attributable BEB D R E A B TRIE BT REMNT
to securities and related services and money lending business TERRINBRIN o

segments).
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

6. SEGMENT INFORMATION (Continued) 6. DIERE(E)
Major customers information FEXFEH
Revenue from major customers, each of whom amounted to 10% or more of KEFTERFUR(BELAEREEZE S _=FK_
Group’s revenue for the years ended 31 December 2023 and 2022, is set out T —F+ A=+ HIEFEREE10% A E)EF]
below: N
2023 2022
—EB-=F T
HK$’000 HK$'000
FHET FHT
Customer A! ZEA! 15,738 15,686
Customer B? BB 5,000 -
Customer C? BFEC? - 8,000
Customer D? BFEDe - 8,000
1 Revenue from Customer A is attributable to asset management services. 1 REZFAN W FEREEEERY
2 Revenue from Customers B and C are attributable to corporate finance 2 RERFBRCHM=FANTERERT  HEK
services, investment and others. Hith o
8 Revenue from Customer D is attributable to money lending business. E REE DI WS E R MEERS -
Geographic information Hh 35 & K}
The Group’s operations are mainly located in Hong Kong and all the Group’s AEEEBCEE B EABETRASBEFEIEREDE
non-current assets are located in Hong Kong. EHLREE -
7. OTHER NET FINANCIAL GAIN/(LOSS) 7. HittBigWas (EE)FE
2023 2022
—EB-=F T
HK$'000 HK$'000
FHET FHT
Interest income FEUWA 1,855 387
Dividend income AR B A 1 1
Fair value gain/(loss) including BATFEFABENVEEEL
interest income on financial AFEWRE(EE)
assets at FVPL (BIEFBWKA) 5,526 (2,127)
7,382 (1,739

Total interest income derived from financial assets not at FVPL for the
year ended 31 December 2023 is approximately HK$6,843,000 (2022:

approximately HK$2,258,000).
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8.

9.

Notes to the Consolidated Financial Statements (Continued)

EMPLOYEE BENEFIT EXPENSE (INCLUDING

DIRECTORS’ EMOLUMENTS)

GEMBRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

8. EEEAMX(EREESEHS)

2023 2022
—EB-=F T _F
HK$’000 HK$'000
FHER FAT
Salaries, other benefits and Directors’ fees e Hu@\fkESHeE 15,509 15,767
Discretionary bonus BIBIEAT 4,698 7,502
Retirement benefits scheme contributions RIREFET B 588 579
20,795 23,848
DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMeRIERESFMEAZEHE
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS
9.1 Directors’ emoluments 9.1 EEME
The emoluments paid or payable to the Directors were as follows: ENSERNESMEIT -
Retirement
benefits
Directors’ Salaries and  Discretionary scheme
fees other benefits bonus contributions Total
ek ERER
S0t Hin B [Eh=prAn HE 3 st
HK$000 HK$’000 HK$°000 HK$°000 HK$’000
TER FTER THEx TER TER
2023 —EBC=HF
Non-Executive Directors FHITEE
Mr. Kuo Jen-Hao (Chairman) FAREE(ER) 66 - - - 66
Mr. Xu Haohao* HEZEE 39 - - - 39
Executive Directors HITEE
Mr. Lee Wa Lun, Warren TERLE
(Managing Director) (Note) (EEmse) (M) 66 - 2,968 - 3,034
Mr. Lam Chi Shing (Note) PR ST A (B 7T ) 66 1,394 350 64 1,874
Ms. Li Ming (Note) e (fieE) 66 1,617 350 75 2,108
Independent Non-Executive Directors BV ##HTEE
Mr. Chan Sze Chung PR BB A 66 - - - 66
Mr. Suen Chi Wai BEEEE 66 - - - 66
Mr. Sum Wai Kei, Wilfred SEERE 66 - - - 66
501 3,011 3,668 139 7,319

Appointed with effect from 31 May 2023

* E-E_=FhA=-+ HRERT
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Notes to the Consolidated Financial Statements (Continued)

GEMBRFME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

9. DIRECTORS’ EMOLUMENTS AND FIVE EEMERTERSHFMEAZHE
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS (#&)
(Continued)
9.1 Directors’ emoluments (Continued) 9.1 EEM<E ()
Retirement
benefits
Directors’ Salaries and Discretionary scheme
fees  other benefits bonus contributions Total
ek RIKER
EXikn HihgFl [lpan FHEIHR Fets
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT T THT THT FHT
2022 —E-_F
Non-Executive Director FHITEE
Mr. Kuo Jen-Hao (Chairman) BAREE(ERE) 66 - - - 66
Executive Directors HITEE
Mr. Lee Wa Lun, Warren FEMITE
(Managing Director) (Note) (B ) (fitsE) 66 - 4,878 - 4,944
Mr. Lam Chi Shing (Note) R (FEE) 66 1,360 620 63 2,109
Ms. Li Ming (Note) g dct (BitzE) 66 1,578 620 73 2,337
Independent Non-Executive Directors BUFHTEE
Mr. Chan Sze Chung BRBERE A 66 - - - 66
Mr. Suen Chi Wai REREE 66 - - - 66
Mr. Sum Wai Kei, Wilfred SEEEE 66 - - - 66
462 2,938 6,118 136 9,654
Note: In respect of the terms of employment, Mr. Lee Wa Lun, Warren, fizE : SHEMBGERM S @ TEBELE  MEREE

Mr. Lam Chi Shing and Ms. Li Ming are entitled to a discretionary
bonus. The amount of the discretionary bonus is at the discretion
of the Board taking into account of the performance of Yu Ming
Investment Management Limited (“Yu Ming”). No salary was paid
or payable to Mr. Lee Wa Lun, Warren during the years ended 31
December 2023 and 2022.

There was no arrangement under which a Director waived or agreed
to waive any remuneration during the years ended 31 December 2023
and 2022.

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

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

9.2 Five highest paid individuals

The five highest paid individuals included 3 and 3 of the Directors for
the years ended 31 December 2023 and 2022 respectively, details of
whose emoluments are set out in Note 9.1 above. The emoluments of
the remaining 2 highest paid individuals are as follows:

GEMBRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

%SEH@&E%%E%F@H@AZ@H%

9.2 AHRBREFHMEA

BE-_T_=FR-F-_FF+-A=F+—HL
FE hEmmaagHEASNRE=2Rk=50%
T ARAMSFBIIRN EXME o BT
& i B E A BB 2 3140 T

2023 2022
—EB-=F T _F
HK$’000 HK$’000
FHER FHT
Salaries and other benefits e REAMER 2,397 2,422
Discretionary bonus BB IEAT 291 518
Retirement benefits scheme contributions RINEFFT B R 109 108
2,797 3,048

Their emoluments fell within the following bands: HENMESBRIN N EE
2023 2022
—EB-=HF —T-—F
HK$’000 HK$’'000
FHET FHT
HK$1,000,001 to HK$1,500,000 1,000,001 7T 21,500,000/ 7T 2 1
HK$1,500,001 to HK$2,000,000 1,500,001 7T 22,000,000/ 7T - 1
2 2

During the years ended 31 December 2023 and 2022, no emoluments
were paid by the Group to the Directors or the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office.

HE_ZT-_=FRr-_T-_—_F+-_A=+—HIt
FE - AEETENEENAEESTMHALTE
RN & 1ERFE M ASRINAZ S B 7 $EE) sk
BB RS 2 fR(E -

ABERERERDR 2023F

123



124

Notes to the Consolidated Financial Statements (Continued)

MW R MR (])

For the year ended 31 December 2023

BE

T =Ft+-A=t—HILFE

10. FINANCE COSTS 10. BAERA
2023 2022
—EBC-=HF T
HK$’000 HK$'000
FH&T FHTT
Interest on lease liabilities (Note 18) HEEEF B (ME18) 207 78
11. (LOSS)/PROFIT BEFORE INCOME TAX 11. BATEBE (FR), %7
2023 2022
—E-=F —E - F
HK$’000 HK$’000
FHET FET
(Loss)/profit before income tax is arrived BRETS R AT (B18), s M BNk,
at after charging/(crediting): GEA)ATN&IBS =R
Amortisation on intangible assets (Note) A B (I 5E) 3,452 4,733
Intangible assets derecognition upon contract RE LT IETER
completion mEE - 419
Auditor’s remuneration 2 ERAD
— Audit services —E R 820 820
— Non-audit services — EEE RS 88 297
Depreciation of ATZinE
— Owned property, plant and equipment —BEYE  BWEKEXKE 920 136
- Right-of-use assets —EREEE 3,439 3,955
Employee benefit expense (including directors’ EERMFAZ (BEEEME
emoluments (Note 9)) (Note 8) (M33E9) ) (MiE8) 20,795 23,848
Interest on lease liabilities HEAENE 207 78
Exchange loss, net M 5 B 1RF R 20 -
Impairment losses on goodwill a2 BEEE 172,453 21,724
Impairment losses/(reversal of impairment losses) on  BAF8&ZE ~ FEE R~
financial assets OREETIERE[E]) 100 (138)

Note: Amortisation on intangible assets is included in “Administrative and

other expenses” in the consolidated statement of profit or loss and other

comprehensive income.
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12.

Notes to the Consolidated Financial Statements (Continued)

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2022:
16.5%) on the estimated assessable profits arising in Hong Kong during the
years ended 31 December 2023 and 2022. Under the two-tiered profits tax
rates regime, the first HK$2,000,000 (2022: HK$2,000,000) of assessable
profits of a subsidiary are taxed at 8.25% (2022: 8.25%) and the remaining
assessable profits are taxed at 16.5% (2022: 16.5%).

The amount of taxation in the consolidated statement of profit or loss and
other comprehensive income represents:

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

12. Fi8HiRx

HE-_Z-_=K-_T-_—#+-A=1RHItEE &
BB IR RSN E16.5%(Z T Z_F :
16.5% ) 1E LB - MEBAEB MRS - —FEHE LA
JE R i 1 52,000,000 7T (= F = =4 : 2,000,000
BIT)1K8.25% (=T Z 4 :8.25%) BHi KA T 2 FERR
FomFAIE16.5% (=T ==4F : 16.5% ) &F1 °

i3
>
ii]
/f

s REMEEKERTHRBSER

2023 2022
—EB-=F T
HK$’000 HK$'000
FHET FAT
Current tax BN EATR 18
- Hong Kong profits tax —BEREH 2,413 6,650
— Over-provision in prior years —BAFERERE (6) (15)
2,407 6,635
Deferred tax (Note 29) BRI IA (M 7E29) (569) (850)
Income tax expense FrisBim 1,838 5,785

Reconciliation between income tax expense and accounting (loss)/profit at
applicable tax rates is as follows:

Fris R M SR AR R E
BRINK :

VEE(ER), SRRz Y

2023 2022
—EB-=F T

HK$’000 HK$’000

FHT FHT

(Loss)/profit before income tax BRFTS iR (E518) = (159,953) 11,150
Tax calculated at 16.5% FRERIA16.56%51E

(2022: 16.5%) (T —% :16.5%) (26,392) 1,840

Income tax at concessionary rate RERBETHE 2 EH (165) (165)

Tax effect of non-taxable income BARBMAZ RS E (1,273) (106)

Tax effect of non-deductible expenses AR 2 RIS E 28,511 3,636

Over-provision in prior years B FEBERE (6) (15)

Tax effect of temporary differences not recognised RERE R B RS2 11 (11)

Tax effect of unused tax losses not recognised AIERAREARIGE R 2 RGTE 1,153 1,404

Utilisation of previously unrecognised tax losses R ERIAER Z BEER (1) (798)

Income tax expense FrisBim 1,838 5,785

As at 31 December 2023, the Group has unused tax losses of approximately
HK$42,847,000 (2022: approximately HK$35,857,000) available to offset
against future taxable profits of the companies which incurred these losses.
Deferred tax assets are not recognised in respect of these tax losses due
to the unpredictability of future profit stream. These tax losses do not expire
under current tax legislation. There were no material unrecognised deferred
tax liabilities.

RZZT-_=F+-A=1+—8 ~AEEERPEHRE
B8 #942,847,000/8 7T (=T = —4F : 4935,857,0005
70) ¢ Al FREERE A ZE B8 2 AR Z R RIERR 5 F
BARRSE - RN EATERIARREFIR R - B I E R R
ERBEBERECHIBEE - BRIBRITRBEN - Z
ERBEBTEER - RUTMESARERELTHES

& o
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREMaE(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

13. (LOSS)/EARNINGS PER SHARE ATTRIBUTABLE  13. ZAARBAABLER (E) BF
TO THE OWNERS OF THE COMPANY

The calculation of basic and diluted (loss)/earnings per share attributable to RNAREE AEESREARREE(EIB), BF TR
the owners of the Company is based on the following data: TEEE -
2023 2022
—EB-=F —E-—
HK$’000 HK$'000
FHET FHT
(Loss)/earnings for the purposes of basic and B ESREARBE(EHE) BT
diluted (loss)/earnings per share Z(E8]), BT
(Loss)/profit for the year attributable to KAREBANEIEREEZ
the owners of the Company (E518),/ & F) (161,791) 5,365
Number of shares BRHEE
Weighted average number of ordinary shares in Mt EEREAREE(E58) &F)
issue for the purposes of basic and diluted ZBEETEBKR
(loss)/earnings per share R& A7 hnkE 5 £ 1,139,330,190 1,139,330,190
There were no potential ordinary shares in issue for the years ended BEZZ-_=FR-_Z-__F+-A=+—HIFE "
31 December 2023 and 2022. Accordingly, the diluted (loss)/earnings per WEBBITBELER - ALt - SREE(EE) BT
share presented are the same as the basic (loss)/earnings per share. HEREXR(ER)  BFER -
14. DIVIDEND 14. R E
The Board does not recommend any dividend for the years ended 31 EEeTERREHE S _=FR=_ZE-_=F1+=A
December 2023 and 2022. =+ —BIEFEEARE -

126 Da Yu Financial Holdings Limited Annual Report 2023



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

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BMENRRE

Office Leasehold
equipment improvements Total
WAERE HEWELE st
HK$’000 HK$’000 HK$’000
FHET FExT FExT
Cost RS
At 1 January 2022 R-ZE-__F—H—H 451 15 466
Addition through acquisition of BRWE BT
a subsidiary (Note 36) NE (H3E36) 1 - 1
Additions NE 173 - 173
Written off b6 (5) - 5)
At 31 December 2022 and R-EB-_—F+-A=1+—8HEK
1 January 2023 —E-_=%—H—H 620 15 635
Additions nNE 54 46 100
Written off BN (12) - (12)
At 31 December 2023 R-B=-—=%+=-A=+—H 662 61 723
Accumulated depreciation ESeig
At 1 January 2022 R-ZE-_—_F—H—H 280 14 294
Depreciation e 135 1 136
Eliminated on written off MG R 3 (5) = (6)
At 31 December 2022 and R-E-_—F+-A=1+—HK
1 January 2023 —E-_=%—H—H 410 15 425
Depreciation e 87 3 920
Eliminated on written off TS R 3 (12) - (12)
At 31 December 2023 NR-—B-_=%+=-A=+—H 485 18 503
Carrying amount BRME{E
At 31 December 2022 R-TE-_—F+—-A=+—H 210 - 210
At 31 December 2023 R-B-_=F+=-A=+—H 177 43 220
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

16. GOODWILL

The amount of goodwill capitalised as an asset, arising from acquisition of a

16. &

4

EFRKE-FRBARMENMLREELHEZEHE

subsidiary in previous years is as follows: N
HK$’000
FExT
Cost R
At 1 January 2022, R-B-=%—-A—H-
31 December 2022, —E-—#+=-H=+—A8 -
1 January 2023 and —E-_=f—A—HRK
31 December 2023 —E-=%+=-HA=+—H 302,965
Accumulated impairment Z5RE
At 1 January 2022 R-E-_—_F—HF—H -
Impairment losses RIEEE 21,724
31 December 2022 and —E-—_F+-_A=+—HAK
1 January 2023 —E-=%—H—8 21,724
Impairment losses BIBEEE 172,453
At 31 December 2023 N-—B-_=F+=-H=+—8H 194,177
Carrying amount BRMEE
At 31 December 2022 NR-ZBE-_—_F+=-A=+—8 281,241
At 31 December 2023 N-—B-=F+=-H=+—ARH 108,788

For the purpose of impairment testing, goodwill is allocated to the CGUs,
each of which represent an operating and reportable segment of the Group,

as follows:

R B VA LA AT ]

SBEAENE  HEIRERSELEN - SEKSK
SO A

2023 2022
—EB-=F —E-—fF
HK$’000 HK$’000
FET FHET

Corporate finance services, investment and others TERERE  IRENREM
(“CF CGU”) ([ERMERSEEEM]) 74,196 246,649

Asset management services BEEERE

(“AM CGU”) ([BEEEBREEAEM]) 34,592 34,592
108,788 281,241
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16. GOODWILL (Continued)

Impairment testing of CGUs

The recoverable amounts of the CGUs have been determined from higher of
the FVLCOD or VIU which calculations based on cash flow projections from

formally approved budgets covering a five-year period.

Key assumptions adopted in the cash flow projections for impairment reviews

are as follows:

Notes to the Consolidated Financial Statements (Continued)

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

16. BHE(A)
BeEEEMRERNR
516 75 A S A A IS BB IA A PR S PR ok
BERSEHEET  HWRBEXOEEECRER
EHE)MRSRERN -

ARNREN GRS RERMMANEZMRNAT

CF CGU
CEMERSELEN
2023 2022
—E-=F —E-—
Pre-tax discount rate FRRTITIR & 14.9% 15.8%
Operating margin within the five-year period A FHAR AL FE 62.1% - 64.0% 73.3% — 74.0%
Revenue growth rate within the five-year period T F EAR A U e 1 R R 0.0% - 1.0% 1.5% — 4.0%
Terminal growth rate KA R R 2.5% 2.5%
AM CGU
EECERSELEN
2023 2022
—EBE-=F —E-—F
Pre-tax discount rate THRTHTIA =R 15.5% 15.8%
Operating margin within the five-year period AR A AL = A 39.0% - 42.1% 37.0% - 41.7%
Revenue growth rate within the five-year period B A U 1 R R 0.1% - 5.3% 0.1% - 5.9%
Terminal growth rate KA R R 2.5% 2.5%
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Notes to the Consolidated Financial Statements (Continued)
nVT A Iﬁ\j %% *ﬁ %E Bﬁ. ( '“ﬁ )

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

16. GOODWILL (Continued) 16. BHE(HE)

Impairment testing of CGUs (Continued)

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

Cash flows beyond the five-year period are extrapolated using an estimated
weighted average growth rate of 2.5% (2022: 2.5%), which does not exceed
the long-term growth rate for the advisory and asset management industry
in Hong Kong. The cash flows are discounted using pre-tax discount rates
of 14.9% and 15.5% (2022: 15.8% and 15.8%) for CF CGU and AM CGU
respectively.

AM CGU

The Directors concluded that the AM CGU demonstrate they will generate
sufficient cash flows from their operations that justify the carrying value of
the goodwill and hence no impairment of goodwill is necessary as at 31
December 2023 and 2022.

CFCGU

Due to the decline in performance of CF CGU, the dampened stock market
condition and low activities in the capital markets in Hong Kong, the cash
flow forecasts, growth rates and discount rate applied in CF CGU as at 31
December 2023 were critically reassessed taking into consideration higher
degree of estimation uncertainties involved. As at 31 December 2023, the
carrying amount of CF CGU is written down to its recoverable amount of
approximately HK$122,466,000 (2022: approximately HK$297,169,000).
The recoverable amount of the CGU is determined based on VIU calculations.
An impairment loss of approximately HK$172,453,000 (2022: approximately
HK$21,724,000) was recognised in profit or loss during year ended 31
December 2023. All the impairment loss is allocated to goodwill (2022:
allocated to goodwill) of CF CGU.
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Notes to the Consolidated Financial Statements (Continued)

16. GOODWILL (Continued)

Impairment testing of CGUs (Continued)

The discount rates used is pre-tax and reflect specific risks relating to the
relevant CGU.

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

e (&)
e EEEMRERR (&)

PRI R ARRTHAT - WRIREMERIR S E L FE B
AR E R

Carrying
VIU amount of CGU Headroom
BEEEBEMZ
fEHERE BREE =
HK$’000 HK$’000 HK$°000
FiT FHxT FHxT
As at 31 December 2023 R-B-_=F+=-A=+—8
CF CGU PERMERSELEN 122,466 122,466 -
AM CGU EEEERSELEN 48,874 35,779 13,095
Total Fo 171,340 158,245 13,095
As at 31 December 2022 R-E-_—F+=-A=+—H
CF CGU EREBESELEN 297,169 297,169 =
AM CGU BEEERSEASBN 46,616 34,998 11,618
Total =t 343,785 332,167 11,618

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

If the budgeted operating margin, revenue growth rate and terminal growth
rate used in VIU calculation of the CF CGU had been 2%, 0.5% and 0.5%
(2022: 2%, 0.5% and 0.5%) lower than management estimates at 31
December 2023 respectively, the Group would have had to recognise an
additional impairment loss of approximately HK$4,538,000, approximately
HK$2,812,000 and approximately HK$3,607,000 (2022: approximately
HK$9,808,000, approximately HK$7,231,000 and approximately
HK$8,510,000) respectively.

If the discount rate applied to the cash flow projections of the CF CGU
had been 0.5% (2022: 0.5%) higher than management’s estimates at 31
December 2023, the Group would have had to recognised an additional
impairment loss of approximately HK$5,129,000 (2022: approximately
HK$12,187,000).

As at 31 December 2023 and 2022, the management believes that any
reasonably possible change in any of these key assumptions would not
cause the carrying amount of the AM CGU to exceed the VIU of this unit.

EABED BB FEMEMEETEER AR (DEE
HE ) AEERMMETE °

ERARECERERCELAENNFERERNER
KEFE - WEBRERKABRESBILERER
—E-=F+-A=+—BFEHE2% - 0.5%%0.5%
(ZT==F : 2%  0.5%%0.5%)  NEBEES B H#
LN E R 18 494,538,000 7T ~ %92,812,0005# 7T &
#13,607,000 7T (ZZF = —4F : #99,808,000/ T * 4
7,231,000/ 7T % 498,510,000/ 7T) °

EERMERSELBMNRSRNETANITIR KL EE
BER—Z - =F+-A=1+—HBEHR05% (===
F :0.5%) + ANEBAENNFERREEELS5,129,000
BIL(ZT =% : #£12,187,000/%T) °

RIE_=FR-_ZT__F+_A=+—H BEER
A M ELEREENERS R NS CHTEE
WMEEERESEABAMNEMEBRELENNER
B8 -
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Notes to the Consolidated Financial Statements (Continued)

GEMBHREME(E)

For the year ended 31 December 2023
BH=E =F+ZA=+—HILFE

17. INTANGIBLE ASSETS 17. BREE
Investment
management Backlog Trade name  SFC licences
agreement (Note ii) (Note iii) (Note iv) Total
A BES REGRE
REEE (Fff&Eii) (Bt =iii) (BifzEiv) et
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
T TET TET TiET TET
Cost A
At 1 January 2022 7§::¢ A—H 15,560 12,706 69,044 3,740 101,050
Derecognition upon contract completion A AITERAR IEFERR - (3,086) - - (3,086)
At 31 December 2022, W-EB-_—#+=-H=+-H-
1 January 2023 and “E-_=f-A-HRk
31 December 2023 —B-=%+=-A=+—-8 15,560 9,620 69,044 3,740 97,964
Amortisation and impairment BEREE
At 1 January 2022 R-E-_—%—Ff—H 15,560 11,006 8,343 - 34,909
Amortisation B - 1,281 3,452 - 4,733
Derecognition upon contract completion BRI R IETER - (2,667) - - (2,667)
At 31 December 2022 %:%::i-{-—ﬁ]:#——a
and 1 January 2023 k=F-_=F—HA—H 15,560 9,620 11,795 - 36,975
Amortisation i - - 3,452 - 3,452
At 31 December 2023 R-B-_=5+-A=+—H 15,560 9,620 15,247 - 40,427
Carrying amount BREE
At 31 December 2022 WZZE-_—F+-A=+—H - - 57,249 3,740 60,989
At 31 December 2023 R-B-=%+=-A=+—H - - 53,797 3,740 57,537
Notes: B3 -

(i

The intangible assets are used in the Group’s CF CGU and AM CGU.
For the year ended 31 December 2023, the Group identified impairment
indicator of the intangible assets due to the decline in performance of
CF CGU. The recoverable amounts of the intangible assets have been
determined from VIU calculation as disclosed in Note 16.

As at 31 December 2022, none of backlog relates to service agreements
for the provision of transaction financial advisory services whereby the
services have not been fully performed at 25 July 2019 under corporate
finance services, investment and others segment, thus its carrying amount
is attributable to CF CGU.

During the year ended 31 December 2022, certain advisory service
agreements included in the Backlog were completed ahead of schedule.
This caused a change in useful lives of intangible assets which was being
accounted for prospectively and had resulted in a decrease in amortisation
charges for the year ended 31 December 2022 of approximately
HK$889,000 from what it would otherwise have been. Certain advisory
service agreements were early terminated and the corresponding
intangible assets with carrying amount of approximately HK$419,000 were
derecognised out during the year ended 31 December 2022.
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17.

18.

Notes to the Consolidated Financial Statements (Continued)

INTANGIBLE ASSETS (Continued)

Notes: (Continued)

(iii) This relates to trade name of “Yu Ming” in Hong Kong since its
incorporation in 1996 for providing corporate finance advisory and asset
management service in Hong Kong.

(iv) SFC licenses relate to the licenses that are essential for carrying out Type
1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on
corporate finance) and Type 9 (asset management) under the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFQ”) (collectively the “SFC Licenses”). By holding the SFC Licenses, Yu
Ming would avoid the expenditure that was required to incur for obtaining
the SFC Licenses.

LEASES

The Group has lease contracts for office premises and certain items of
office equipment used in its operations. Lease of office premises and office
equipment generally have lease terms of 24 months (2022: 21 to 24 months).

(@) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the

17.

18.

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

BREEA)
GERAC)

(i) — [BEIB—NNANFEEBBEMAKLIAR - £EE
RECENEBRRREEEEREOHIEEHE -

(v FEEEMEREREES BTG (EEEDE
B)([BHFRPEEMDEEF1RESRRS)  F
AB(HREFREER)  FoHEGIRBRERHE
RIRFOR(RHBEER) (51 [ EEGER )M
LRERIR - ERAEREERRE  RBETRL
RRBEEGRRMELNMAFER

HE
REBRANEELLBZMAEMERE THAER
HBZHEAR - WAEMERPAZRE2AHBES
24ER (=B =% : 215248 A7) -

(a) EAEEE

AR EE A E R RRE A RN E AR B LD

movements during the year are as follows: T

HK$’000
FET
At 1 January 2022 R-_ZT-_—#—H—H 3,948
Additions NE 697
Depreciation nE (3,955)

At 31 December 2022 and R-ZE-_—F+-A-+—HBK
1 January 2023 —T-_=F—H—H 690
Lease modification HEB®k 6,203
Depreciation e (3,439)
At 31 December 2023 R-EB-_=F+=-A=+—8H 3,454
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREMaE(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

18. LEASES (Continued) 18. HHE (&)
(b) Lease liabilities (b) HEEE
The carrying amount of lease liabilities and the movements during the AEBHEAENRAERNFEFEANESH N
year are as follows: T
2023 2022
—E-=F —E-—
HK$’000 HK$'000
FH&T FHTT
At 1 January Rn—A—H 697 3,982
Accretion of interest recognised during the year REEAE MR T B 1L IE 207 78
Lease modification AEB® 6,203 -
Additions NE - 697
Payments 3R (3,584) (4,060)
At 31 December HRt+t=-—A=+—8 3,523 697
Analysed into: PaRiig="
Current portion ik ey 3,156 697
Non-current portion FEREBNER S 367 -
3,523 697
(c) The amounts recognised in profit or loss in (c) REZTPEIANEEHEBERELT :
relation to leases are as follows:
2023 2022
—EB-=H R F
HK$’000 HK$’000
FHExT FHET
Interest on lease liabilities HEaEFRE 207 78
Depreciation of right-of-use assets EREEENE 3,439 3,955
Total amount recognised in profit or loss RIBREP RN B ST 3,646 4,088
(d) Total cash outflow for leases included in the (d #ZEBRSHRERTEENEAERS

consolidated statement of cash flows is as BN -
follows:
2023 2022
—EB-=F —=E=-—
HK$’000 HK$'000
FBxT &
Within financing activities ERAEST 3,584 4,060
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

19. MORTGAGE LOANS 19. RIBER
2023 2022
—EB-=F =
HK$’000 HK$'000
FHET FAT
Secured mortgage loans BB ER 15,219 37,312
Analysed for reporting purposes as: AR B METER AT -
— Non-current assets - ERBAE 12,251 32,370
— Current assets - REVEE 2,968 4,942
15,219 37,312
The major terms of mortgage loans are as follows: RIBEREZHRAT :
2023 2022
—EB-=F —E-—F
Interest rate (per annum) — variable rate loan receivables P%-P+13% P-1%-P+13%
BR(EF) ZEREERK
Tenure 3 months to 12 years 1 year to 13 years
FH 3fEAE12F 1FE13F
Principal amounts HK$16,000 to HK$7,000 to
HK$2,283,000 HK$17,148,000
PN 16,00058 T & 7,000 L&
2,283,000 T 17,148,000/ 7T,
Number of mortgage loans customers 27 35
RIBEREFPEE
— Individual 26 33
- EA
— Unlisted corporate 1 2
- LW
Loan to value ratio 0.9%-51.0% 0.5%-49.6%
B AL X
Collateral Residential/ Residential/
commercial commercial
properties properties
G FE WEYE T EEME
“P” refers to Hong Kong dollars prime rate offered by The Hongkong [PIEABLBEERITERAATHREIZZTFIR
and Shanghai Banking Corporation Limited from time to time to its prime HOBETEBENR W _=F+_A=+—HA
customers, which is 5.875% (2022: 5.625%) at 31 December 2023. 5.876%(=ZF = —% : 5.625%) °
All mortgage loans are denominated in HK$ and were derived from operation FrERIBEFNE T ERRBER B L LR ER

carried out in Hong Kong.
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Notes to the Consolidated Financial Statements (Continued)

At (%)

For the year ended 31 December 2023

BE—T—

19.

SE+-A=t+—HILEE

MORTGAGE LOANS (Continued)

The following is an ageing analysis for the mortgage loans that are past due
at the reporting date:

19. BRIBEM(HE)

AT AR EE A EA SRR RAMRE D

2023 2022

—EB-=F T
HK$’000 HK$'000
FHET FHT
Less than 31 days past due BEDA31H 953 2,400
61 — 90 days 61—90H 946 -
1,899 2,400

As at 31 December 2023, of these mortgage loans which had been past
due for one month or above, the respective valuations of the collaterals can
fully cover the outstanding balances of these loans at the end of reporting
period. In respect of the mortgage loans which have been past due for less
than 1 month, the amounts mainly represent occasional delay in repayment
and are not an indication of significant deterioration of credit quality of these
mortgage loans.

The mortgage loans have been reviewed by the lending department
to assess impairment allowances which are based on an evaluation of
collectability, ageing analysis of accounts, fair value of collateral and on
management’s judgement, including the current creditworthiness and the
past collection statistics of individual accounts and are adjusted for forward-
looking information that is available without undue cost or effort.

The amount and type of collateral required depends on an assessment
of the credit risk of the customer. The main types of collateral and credit
enhancement obtained are mortgages over residential properties/commercial
properties in Hong Kong.

The Group is entitled to sell or repledge collateral when there is a default by
the borrowers. There has not been any significant change in the quality of
collateral held for mortgage loans. The market value of these collateral were
approximately HK$114,600,000 (2022: approximately HK$199,100,000).

In general, mortgage loans are granted on a secured basis with sufficient
amount of collateral provided by the borrower. Management requests
additional collateral as appropriate in accordance with the underlying
agreements, and monitors the market value of collateral during its review of
the adequacy of the impairment allowance.

During the years ended 31 December 2023 and 2022 and as at 31
December 2023 and 2022, the Group has not recognised any loss allowance
for the mortgage loans with the carrying amount of HK$15,219,000 (2022:
HK$37,312,000) which are secured by collateral as the market value of
collateral of such mortgage loans can be objectively ascertained to cover the
outstanding loan amounts.
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B EHIRBEN - MR EREETRE - &F
HERRRIREIERE - RESN - WIRRAFERE
EEHE - 2EENTPERENEE BTN EE -
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AR AR TE B ANE TR R P e E B E AT
BRKERME - BENERRREELRIEHEEZER
BREEME TEDENIRIS -

HERAELD  AEBEGRELEREMERKRAR -
HREBEFRAENEARERTESAEY - 25K
G 2 TR B E#)114,600,0008 T (ZE=-—F : 4
199,100,000/87T ) ©

—RiME - WEREERBNRERRRRE/RGAER
HWeTOHERRZER - ERESHEEEBREERE
SMER - WIMRERDREEIRB B T O R B R IER
mETIE

BE-T-_=FR-ZT__F+-_A=T—"HIEFER
RIZZ=FR_ZF-__F+ZA=+—H ~&EH
SRBE AR B IR 3R 2 1218 B AR E 1A 415,219,000
BIL(Z T = —4F : 37,312,000/ jT ) fe iR (T {a] /&5 18 7%
& BAZSRBERRFDOTSEER ZHET
ARMEMREENERSHE -



20. OTHER ASSETS

Notes to the Consolidated Financial Statements (Continued)

GEMBHRMEE(E)

20. HEtEE

For the year ended 31 December 2023

HE_Z-="F+-A=+—HILFE

2023 2022
—EB-=H —T-—F
HK$’000 HK$'000
FHET FHET
Contribution of the guarantee fund paid to Hong Kong Xt F&BHRRELHR AT
Securities Clearing Company Limited (‘HKSCC”) ([BBEE )ORBESHK 50 50
Deposits with Stock Exchange: REERZ TR S -
— Compensation fund —fEES 50 50
— Fidelity fund —BRES 50 50
Admission fee paid to HKSCC SR TFRBEENEANE 50 50
200 200
21. TERM LOANS 21. BHIE
2023 2022
—E=F —E -
HK$’000 HK$'000
FET FHET
Current assets RBEE
Term loans BHIER 5,064 1,501
Less: impairment allowance B R ERE (100) -
4,964 1,501
The major terms of term loans are as follow: EHERTERFMT
2023 2022
—E-=F T —F
HK$’000 HK$'000
FHET FHET
Fixed rate loan receivables (per annum) 22.0%-24.0% 24.0%
ELEWER(FF)
Tenure 1 month to 0.5 year 0.5 year
FH 188 £0.5%F 0.5%
Principal amounts HK$1,502,000 to HK$1,501,000
HK$3,562,000
& 1,502,00078 7T & 1,501,000/ 7T
3,562,000 7T
Number of term loans customers 2 1
BHEREFHA
— Listed corporate 1 1
- b
— Unlisted corporate 1 -
- FELEmhE
Number of loan renew 1 —
Number of times rolled over 1 time =
B RE 1R
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Notes to the Consolidated Financial Statements (Continued)

At (%)

For the year ended 31 December 2023

BE—T—

21.

22,

SE+-A=t+—HILEE

TERM LOANS (Continued)

No ageing analysis is disclosed for term loans financing, as, in the opinion of
the Directors, the ageing analysis does not give additional value in the view of
the nature of the term loans financing business.

Included in term loans is approximately HK$3,562,000 (2022: Nil) of term
loans balance denominated in United States dollar ("USD”).

Term loans are secured by guarantors (2022: secured by guarantors), with a
repayment on demand clause.

In determining the ECL for term loans, the Directors have determined using

21.

BHER (&)

M E BRI MERRAEHONE - EERAEHE
HRANBR IR IREEIMAE - SURRE RS
S -

FTABHEZRUET([ET])HENE HEREREL
3,562,000/ TT(—E-—4F : &) -

EHEFHBEREER(ZE__F : EREER
#) - WMBZRTEEGRK

NEEEHERZEREEEERR  EFCREERS

a number of key parameters and assumptions, including the identification of TR 2B - BIEHAIEIERE « (AEHRARI8E
loss stages, estimates of probability of default, loss given default, exposures - BROEEZERE  BORR - BIRE - BEAEE
at default, discount rate, adjustments for forward-looking information and BRI REMARRE -
other adjustment factors.
Movement in impairment losses are as follows: BEREZENT -
ECL
EHEEER
2023 2022
—EC=HE B F
HK$’000 HK$'000
FExT FAT
At 1 January w—A—H - =
Impairment loss charged to profit or loss R 2R EEE 100
At 31 December R+=—A=+—8H 100
As at 31 December 2023, loss allowances of approximately HK$100,000 RZTZ=F+=A=+—8  pEHEREEELE
(2022: Nil) was made against the gross amount of term loans. JEHEEXI100,000B L (Z T —F « ) °
CONTRACT ASSETS AND CONTRACT 22. EHNEEREGHEE
LIABILITIES
The Group has recognised the following revenue-related contract assets and AEEEBRUATHEBEEHNEERGHNARE -
contract liabilities.
2023 2022
—EB-=F —E-_F
HK$'000 HK$'000
FExT FHTT
Contract assets NEE 53 1,053
Contract liabilities ABRBE 36 1,250

The timing of revenue recognition, progress billings to customers and
payments on amount received from customers would affect the amount of
trade receivables, contract assets and contract liabilities recognised as at the
reporting date on the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

22. CONTRACT ASSETS AND CONTRACT 22.
LIABILITIES (Continued)

EHNEERGHNEEE)

The expected timing of recovery or settlement for contract assets and SHMBERENEETE MBS EERREAT ¢
contract liabilities is as follows:

2023 2022
—E-=F B F
HK$’000 HK$’000
FET FAT
Contract assets BREE
Within one year —FER 53 1,053
Contract liabilities BHEaE
Within one year —FR 36 1,250

The contract liabilities mainly relate to the advance consideration, including

payments on account, received from customers prior to delivering of
services by the Group. When the Group receives a deposit before the service
commences, this will give rise to contract liabilities at the start of a contract,
until the revenue recognised on the relevant contract exceeds the amount of

the deposit.

Movements in the contract liabilities during the year are as follows:

AHNEETZARSEREHIRGE R B F P RER BN
REER  BEER - EAREEEREHRGIKIIES
K ENESRREKRELEAREE  EIERBAR

LR BBES AL

REERN - aHABENZENT

2023 2022

—E-=F —E-—F

HK$’000 HK$’'000

FET FAT

At 1 January n—A—H 1,250 11,307

Revenue recognised that was included in the contract  REEVF AN BEEE Y

liabilities balance at beginning of year B R (1,250) (10,307)
Increase due to cash received, excluding amount REZVEEWIR S (TEEEER

recognised as revenue during the year AUEH S5 ) migm 36 250

At 31 December R+=RA=+—H 36 1,250

23. TRADE AND OTHER RECEIVABLES, DEPOSITS 23. ESREMERIRE  BfreRHE

PAID AND PREPAYMENTS

(NE/S]

2023 2022
—EB-=F T _F
HK$’000 HK$’'000
FHET FHIT

Current Asset RENEE
Trade receivables (Note) B 5 W RIE (i EE) 2,041 1,344
Other receivables H i FE W SRIE 220 1,643
Prepayments FEfIFRIA 787 475
Rental and utility deposits e RKEHE 948 994
3,996 4,456

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.

MiEE - AEE—REBRRITEBORERRF ZIEE - EX
A RREFRREBF ZEREN - 82FF
BRABZRSEER - AEEHEREERYRIAR
FrEARIES - BHFURMSREIEEE LT -
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

23. TRADE AND OTHER RECEIVABLES, DEPOSITS
PAID AND PREPAYMENTS (Continued)

The Board considers that the fair values of trade and other receivables which
are expected to be recovered within one year are not materially different from
their carrying amounts because these balances have short maturity periods
on their inception.

The ageing analysis of the carrying amount of the Group’s trade receivables
as at the reporting date, based on invoice dates, is as follows:

23.

EZREMEERRE ENRERE
ARRIE (&)

EZeRA BREREN-—FAKREZE S REME
WHRIBN B 2 BISEMERE - MZFEBRZATE
HEHERAEYEEAERE -

AEEE S RUGIRREER RS A MERERA N
BRECAMTANT ¢

2023 2022
—EBE=F —E-—

HK$’000 HK$’000

FET FHTT

Within 30 days 30HA 456 1,344

Over 30 days but within 60 days HiE30H1ER60H R 1,330 -

Over 90 days but within 365 days BiE0H1BR365H A 255 =
Carrying amount of trade receivables, B 5 WG IRREE

net of loss allowance (FOBREIE AR ) 2,041 1,344

At each reporting date, the Group reviews trade receivables for evidence of
impairment on both individual and collective basis.

As at 31 December 2023, loss allowances of approximately HK$5,091,000
(2022: approximately HK$5,091,000) were made against the gross amount
of trade receivables.

Movement in the loss allowances amount in respect of trade receivables
during the years ended 31 December 2023 and 2022 is as follows:

B AEEEHE SRR - SAER K%
BEALEGEERAREERE -

RZTE-_=F+-_A=+—0 REZEKRFEL
HEHEBEELS5001,0008T(ZE=__F : 4
5,091,000/ 7T) °

BEZZ-_=FR-_Z-__F+-A=1+—HIFE "
E B EWGIEEL BREE EBIT ¢

2023 2022
—B-=F T
HK$’000 HK$'000
FHET FHT
At 1 January w—H—H 5,091 5,229
ECLs reversed during the year REERBRIMNTEREEEE - (138)
At 31 December WN+=—A=+—H 5,091 5,091
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Notes to the Consolidated Financial Statements (Continued)

24. AMOUNT DUE FROM A RELATED COMPANY

GEMBHRMEE(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

. FEl— R D B

|

2023 2022

—EB-=F —E-—F

HK$’000 HK$’'000

FERT FHT

Trade in nature Z51tE 4,225 4,033

The balance is unsecured, interest free and with agreed credit terms by both
parties.

The ageing analysis of the carrying amount of the amount due from a related
company as at the reporting date, based on invoice dates is within 30 days.

The relationship and transactions with the above related company are
disclosed in Notes 33(i)(a) to 33(i)(b).

ZHBEABEER  REREHREREER

& e — el RSt A B ORI (B 3]

BRER DT /B30 W ©

AR

HEHEHEREZH S

S BAES A A /Y B R AN 22 5 72 BT 3£ 33(1) (2) = 33(i) (o)

S5
B'éﬂﬂ

ral 2 = N2 bt
25. FINANCIAL ASSETS AT FVPL 25. RAFEFABENHBEE
2023 2022
—E-=F B F
HK$’000 HK$’000
FHET FHETT
Non-current assets FREEE
Listed perpetual securities K EE S 49,579 =
Current assets REEE
Equity securities held for trading FHEE B 2 IRAFH
- Listed in Hong Kong —REA LT 867 1,622
Debt securities held for trading RERE 2 BIE
— Listed in Hong Kong —REA LT 9,823 9,827
— Listed outside Hong Kong —REBAIMEE ETH 49 237
10,739 11,586
60,318 11,586
As at 31 December 2023, the above listed perpetual securities represent MN-TE-_=F+-"A=+—H8 " Lt tHXxEZHEL
listed perpetual bonds which are classified as equity instruments from K 511% CRBEOTAAEREAESTIER  BITAR
the issuer’s perspective with distribution rate, which are deferrable by the RIEM DR E N F5.25%28.05% °
issuers, ranging from 5.25% to 8.05%.
The debt securities and listed perpetual securities are denominated in USD. BESES R ETKEE S AEITAHE ©
The above equity and debt securities held for trading are classified as current FIBEEE 2 RAB S REFELFDEARDEE °

assets.

Fair values for these instruments have been measured as described in Note
38.7.

These financial assets are subject to financial risk exposure in terms of credit
risk, price risk, interest rate risk and currency risk.

ZEUWBTENDNTED KR - WAKEESs. 7AT -

REMBEAERAZ S RERR
BREERRZFBERR -

- BIRER

- FIE,
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Notes to the Consolidated Financial Statements (Continued)

At (%)

For the year ended 31 December 2023

BE—T—

26.

27.

28.

SE+-A=t+—HILEE

CLIENT TRUST BANK BALANCES

The Group maintains segregated deposit accounts with a recognised bank
to hold clients” monies arising from its normal course of business. The Group
has classified the clients’” monies as client trust bank balances under the
current assets section of the consolidated statement of financial position
and recognised the corresponding trade payables (Note 28) to respective

26.

EFERRITHARR

AEER —FKRANBITRARBILFERERS - AFR
REREBBETELNTEHE - HRAEEHE
PREm AR BBAREEE - ST NRIED
BRGRMBRARKNREEELD THEPEERT
e WHEREN TEEPOERE S ENRE T

clients as it is liable for any loss or misappropriation of clients’ monies. The 28) - WU TFHRF &SI BLF LB KIINES K
segregated deposit accounts balances are restricted and governed by the E(BEPFIE)RAFMANRIL T HMRE o
Securities and Futures (Client Money) Rules under the SFO.
CASH AND CASH EQUIVALENTS 27. BERBEEEEY
2023 2022
—B-=F —F-—
HK$’000 HK$'000
FExT FAT
Cash on hand and at banks FENIEITIRS 17,823 27,683
Short-term time deposits EHTHER 52,583 63,645
70,406 91,328

Included in cash and cash equivalents of the Group is approximately
HK$353,000 (2022: approximately HK$935,000) of bank balances
denominated in USD. The Group did not have significant exposure to foreign
currency risk at 31 December 2023 and 2022.

TRADE AND OTHER PAYABLES AND ACCRUED
EXPENSES

28.

FFAREENER G KRS EYANETAHENRITE
#2#4938563,000/8 T (ZF = =4 : 49935,000/7T) ° R
ZEC=FRITFFTA=F—H  AEEWE
E R ERINE R o

BEZRHEMENREREFHEX

2023 2022
—EBE-=F —E-—
HK$’000 HK$’000
FHET FHTT
Trade payables arising from the BER G RIS REH)
ordinary course of business of securities —MRERBEEP
dealing and brokerage services (Note) EENE S EMNZIE(ME)
— Cash client —-BexF 163,160 160,747
Other payables and accrued expenses o A FRIE R TR 5,277 8,087
168,437 168,834

Note: The settlement terms of trade payables attributable to dealing in securities
are two days after the trade date.

No ageing analysis is disclosed as, in the opinion of the Directors, an
ageing analysis does not give additional value to users of this annual report
in view of the business nature of securities dealing and brokerage services.

As at 31 December 2023, included in trade payables arising from the
ordinary course of business of securities dealing and brokerage services
was an amount of approximately HK$163,152,000 (2022: approximately
HK$160,737,000) payable to clients in respect of segregated deposit
accounts balances received and held for clients in the course of the
conduct of regulated activities.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

29. DEFERRED TAX LIABILITIES 29. EERIBEE
Deferred taxation is calculated in full on temporary differences under the BB REEERABRABAIRER =28t
balance sheet liability method using principle taxation rate of 16.5% for the H OMBE-Z_=FR-_T-_—F+-A=+—H1t
years ended 31 December 2023 and 2022. The following is the deferred tax FEFERNTERRE16.5% ° A THF|ANEBED#ER
liabilities recognised by the Group and the movements thereon during the HIELEFIBAENREFERNES -
year.
Adjustment on intangible
assets arising from
acquisition of a subsidiary
BRUE—EHELQR
EENEREEFELRR
HK$'000
FHET
At 1 January 2022 R-ZE-_—_F—A—H 10,913
Credit to profit or loss for the year (Note 12) FFAFAEE (MiE12) (850)
At 31 December 2022 and 1 January 2023 R-E-——F+-_A=+—HBRK-_ZT-_=F—HF—H 10,063
Credit to profit or loss for the year (Note 12) FFAFABE (MiE12) (569)
At 31 December 2023 N-ZE-_=F+=-H=+—H 9,494
30. SHARE CAPITAL 30. A
Number of shares Amount
RHEE -]
HK$’000
FExT
Authorised: EIE
Ordinary shares of HK$0.10 each FRO.10B T2 ERR
At 1 January 2022, R-B-=%—-A—H8-
31 December 2022, —E-_—#+=-H=+—A8 -
1 January 2023 and —E_=f—-HF—HK
31 December 2023 —E-=f+=-H=+-—H 10,000,000,000 1,000,000
Number of shares Amount
RBEE -]
HK$’000
FET
Issued and fully paid: ERTRAR :
At 1 January 2022, R=ZB-=%—-HF—H"
31 December 2022, —E-_—_#H+=-H=+—A8 -
1 January 2023 and ZBE-=f-A—-HR
31 December 2023 —E-_=+=-H=+—8 1,139,330,190 113,933
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At (%)

For the year ended 31 December 2023

BHE—

31.

32.

T=F+ZA=F+—HILFE
RESERVES #1E
(@) Group (a) F&HE
The amounts of the Group’s reserves and the movements therein are REBNEESRBEREEE NGRS EER
presented in the consolidated statement of changes in equity. F 275 o
(b) Company (b) &AF
Retained earnings
REER
HK$’000
FHET
At 1 January 2022 R-EBE-_—_F—H—8 276,134
Loss for the year FNEE (1,380)
At 31 December 2022 and 1 January 2023 RZB_—_F+_HA=+—BR=ZT=F—H—H 274,754
Loss for the year FNEE (85,793)
At 31 December 2023 N-TFE-_=%+=-HA=+—H 188,961
SHARE OPTION SCHEME 32, BERRREHE

The share option scheme (the “Share Option Scheme”) which was passed in
the Company’s extraordinary general meeting on 22 May 2019.

The Company operates the Share Option Scheme for the purpose of
providing incentives and rewards to eligible persons for their contribution
to the Group and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the Group or
any entity in which the Group holds any equity interest (the “Invested Entity”).
Eligible participants of the Share Option Scheme include (1) any employee
(whether full-time or part-time) of the Group and any Invested Entity; (2) any
director (including executive, non-executive and independent non-executive
directors) of the Group or any Invested Entity; (3) any supplier of goods or
services to any member of the Group or any Invested Entity; (4) any customer
of the Group or any Invested Entity; (5) any consultant, adviser, manager,
officer or entity that provides research, development or other technological
support to the Group or any Invested Entity; or (6) any person who, in the
sole discretion of the Board, has contributed or may contribute to the Group
or any Invested Entity eligible for options under the Share Option Scheme.
Summary of the principal terms of the Share Option Scheme set out in the
Appendix IV to the Company’s circular on 27 April 2019. Unless otherwise
cancelled or amended, the Share Option Scheme will remain in force for 10
years until 21 May 2029.
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Notes to the Consolidated Financial Statements (Continued)

32. SHARE OPTION SCHEME (Continued)

The maximum number of unexercised share options permitted to be granted
under the Share Option Scheme is an amount equivalent, upon their exercise,
to 10% of the shares of the Company in issue as at the date of resumption
of trading (i.e. 26 July 2019). The maximum number of shares issuable under
share options to each eligible participant in the Share Option Scheme within
any 12-month period is limited to 1% of the shares of the Company in issue
at any time. Any further grant of share options in excess of this limit is subject
to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are subject to
approval in advance by the independent non-executive directors. In addition,
any share options granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their associates, in
excess of 0.1% of the shares of the Company in issue at any time or with an
aggregate value (based on the price of the Company’s shares at the date of
grant) in excess of HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 business
days from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. An option may be exercised in whole or in part
by the grantee (or his/her personal representative(s)) at any time before the
expiry of the period to be determined and notified by the Board to the grantee
which in any event shall not be longer than ten (10) years commencing on the
date of the offer letter and expiring on the last day of such ten (10)-year period
subject to the provisions for early termination as contained in the Share
Option Scheme. There is no general requirement on the minimum period for
which option must be held before the exercise of any option.

The exercise price of share options is determinable by the Directors, but may
not be less than the higher of (1) the closing price of the shares as stated in
the Stock Exchange’s daily quotation sheets on the offer date, which must
be a business day; (2) the average of the closing price of the shares as
stated in the Stock Exchange’s daily quotation sheets for the five consecutive
business days immediately preceding the offer date; and (3) the nominal value
of a share on the offer date.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.

No share option was granted, exercised, cancelled, lapsed or outstanding
under the Share Option Scheme for the years ended 31 December 2023 and
2022.

The Company would comply with the new requirements under the amended
Chapter 17 of the Listing Rules in respect of the matters of share options.

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

32. lBIRERTEI(A)

RIFBREA S AR DR TERREN RS HE -
RiTE% - IRMEEEAS(ZE—AELA=+~
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IERRIEET IR & B2 A RIREIRE AT B ITHRH K
B ERANR IR EREEEETRNEI1% o ERB
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=i
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

33. RELATED PARTY TRANSACTIONS

Save as those disclosed elsewhere in these consolidated financial

statements, the Group had the following significant related party

transactions, of which, (d) to (g) below also constituted an exempt connected

transaction under the Listing Rules, during the years ended 31 December
2023 and 2022, which were carried out in the normal course of the Group’s

33.

BB LR 5

s
S
—zT=

FIER
R

IREVBRRE MMM T FTEEEIN  AEEHE
=FRZE_F+A=+—HIEFERET
RAHsE 75 32 5 (HL AR T il (o) 2 () iR 45 _E T 4R RIS K
ZER D) HRASE R BEBIBIZRHET :

business:
2023 2022
—B-=F —F-—
HK$’000 HK$'000
FExT FAT
Income from SHK Hong Kong Industries Limited (‘SHK”) RE#H TREBR AR ([FHI]) &
and its subsidiaries, a related group HHE AR (— B EE) WA
(a) Asset management fee income (Note (i)(a)) @ BEEEBRA(ME)@) 14,747 14,684
(o) Sundry income (Note (i)(b)) (o) HEBUA (HIFEG)(D)) 991 1,002
(c) Securities brokerage service (Note (i)(c)) (€) FEHFARH RS (KTEEG)(C)) 23 5
Income from a substantial shareholder of the Company 3B ZNA &)= B E KR E B A 7
and its subsidiaries (the “Related Entities”) (Note ()(c) YA ([ ZFEEE 82 |) (B3E0)0)
(d) Securities brokerage service (d) FEHLELRS 64 2
(e) Advisory fee ) EERZE - 31
Income from an entity significant influenced by REAQREERFREATE
a substantial shareholder of the Company ZEB(ZEAVEETE])
(the “SF Entity”) (Note ()(c)) (FI=EG)(c)
(f) Securities brokerage service ) FBEHELIRF 435 =
(@) Advisory fee () EERZE 750 -
Notes: B3

An investment management agreement (the “Investment Management
Agreement”) was entered into by the subsidiary, Yu Ming and SHK. Under
the Investment Management Agreement, Yu Ming agreed to assist the
board of directors of SHK with the day-to-day management of SHK. 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 consolidated net asset value attributable to the owners of
SHK on the last day of each calendar month during each quarter; and
a performance fee equal to 20% of the amount by which the audited
consolidated net asset value attributable to the owners of SHK of each year
ending 31 December exceeds the audited consolidated net asset value
attributable to the owners of SHK as at the end of the latest financial year
in which Yu Ming was entitled to a performance fee. SHK was the Group’s
related company since Mr. Lee Wa Lun, Warren was common director of
the Company and SHK.
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Notes to the Consolidated Financial Statements (Continued)

33. RELATED PARTY TRANSACTIONS (Continued)

34.

Notes: (Continued)

(i)

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.

Subsidiaries provided advisory service and securities brokerage and
related services to the related group, the Related Entities and the SF Entity
and fees were charged in accordance the terms mutually agreed by both
parties.

Save as disclosed elsewhere in the consolidated financial statements,
the other transactions with the Group’s related parties mainly related to
the expenses paid by the Group on behalf of its related parties and net
advances made to the Group’s related parties.

The compensation of key management personnel of the Group, which
comprise the executive directors and are considered as the senior
management of the Company, for the year ended 31 December 2023 is
salaries, allowances and bonus of approximately HK$6,877,000 (2022:
approximately HK$9,254,000) and pension costs for defined contribution
plan of approximately HK$139,000 (2022: approximately HK$136,000).

NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

(a)

Major non-cash transactions

During the years ended 31 December 2023 and 2022, the Group
had non-cash lease modification to right-of-use assets and lease
liabilities, of approximately HK$6,203,000 (2022: approximately
HK$697,000 through acquisition of a subsidiary) and approximately
HK$6,203,000 (2022: approximately HK$697,000 through acquisition
of a subsidiary), respectively, in respect of lease arrangements for
office premises and office equipment.

GEMBHRMEE(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

33. BBLXRS (&)

34.

(i)

ma

(a)

(%)

BHAFTIRHATERE(BEHAEEERE
&) - BRREREEEHEKER -

8 A B ER G RR I AR 765 I 8 5 A5 A2 S 4B B AR 7 45
HEE ZHHEREZEATERRREAER
R TS RE Z G

BZESRaMBRREMMBIAREESN - BAE
BRI ETHEMR S T RENKERKLRE
I AE R RAAEE RS REOBTFES

BE_Z_=F+_A=+—BHLFEAEEEE
EBEAB(BEARARPTEZRFERARTARAS
WBEBE)NFMATS - 28 RIEA 46,877,000
B (2T =4 : 499,254,000/ 70 ) &R EH R
SRR SR A 49139,000/8 T (— B = =4 : 4
136,000 7T) °

BERERME

BEXFRERS

#H=E =ERZT__F+-_A=+—H
¢¢F ﬁﬁgﬁaﬁ%“*#ﬂ%&ﬁm;;ﬁﬁ
HERHOERAEEERTEE LB’J;Efiﬁﬁ
E 152038 5 Bl A %76,203,000# 70 (=
F - ERWE—FME AR 4697, ooo,%m)&
#76,203,000/8 0 (== =4F : FRIE M
B A R)#1697,0007 7T ) °
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREMaE(E)

For the year ended 31 December 2023

BHE—

—=F+-RA=1t—HILFE

34. NOTES TO THE CONSOLIDATED STATEMENT 34. #REeHRERERME(E)
OF CASH FLOWS (Continued)

(b)

Reconciliation of liabilities arising from (b) RETEFMEENEEZHIER

financing activities

Lease liabilities

HEAE
HK$’000
FHET
At 1 January 2022 N-_TE-_—_F—HF—H 3,982
Changes from cash flows: e REE)
Lease payments FAERK (3,982)
Interest paid [EEREIES (78)
Total changes from financing cash flows RIERSREERH (4,060)
Other changes: HAth &5
Interest expenses istba 78
Additions NE 697
Total other changes Eib S B4R 775
At 31 December 2022 and 1 January 2023 R-E_—_F+-_A=+—HBR=ZZF=_=F—HA—H 697
Changes from cash flows: WEmE
Lease payments FHERRK (3,377)
Interest paid BAAFE (207)
Total changes from financing cash flows BERS RSB BE (3,584)
Other changes: HAhEH)
Interest expenses F ‘J%ﬁﬁi 207
Lease modiification HEENR 6,203
Total other changes Hib S B4R %E 6,410
At 31 December 2023 R-ZBE-_=%+=-A=+—H 3,523
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

35. PARTICULARS OF THE PRINCIPAL 35. RAARTEHEARNE
SUBSIDIARIES OF THE COMPANY

Particulars of the principal subsidiaries at 31 December 2023 and 2022 are MR- =FR-_T-_—F+-A=+—0 TZKNEB
as follows: NRIFBIT -

Percentage of equity attributable to the Company

ERREERERAL
Directly Indirectly
HiE B
Place of
incorporation/
registration/ Issued and
Name of Company operation paid-up capital 2023 2022 2023 2022  Principal activities
o 78 B 3/ 2 1 3t B/
NEER E3i 8k BORMERE —B==F —T-—F ZBI=F —T--F IFEXEKEH
Yu Ming Hong Kong HK$10,000,000 100% 100% - — Dealing in securities,
advising on securities,
advising on corporate
finance and asset
management
] BE 10,000,0007%7T 100% 100% - - BERS  REHRREHE
R ReERERHEER
RRHEEER
Morton Securities Hong Kong HK$48,000,000 100% 100% - - Securities broking,
Limited (“Morton underwriting and
Securities”) placing of securities and
investment in securities
BAEFERAH BB 48,000,000 7T 100% 100% - - BRER EREsME
([BEEF]) EREFKE
Morgan Finance Limited Hong Kong HK$6,500,000 100% 100% - - Loan financing and
(“Morgan Finance”) related services
BEAUBAERAH &% 6,500,000/ 7T 100% 100% - - EFREE RAERE
([BE#%])
Mega Base British Virgin Islands USD1 - - 100% 100% Loan financing and
Resources Limited related services
RBHERARES 1%L - - 100% 100% EFREE RBBRE
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At (%)

For the year ended 31 December 2023

BE—T—

36.

SE+-A=t+—HILEE

ASSET ACQUISITION THROUGH ACQUISITION
OF A SUBSIDIARY

On 1 March 2022, the Group completed the acquisition of the entire issued
shares of Morgan Finance, a company whose principal activities are carrying
on money lending business and was an indirect wholly-owned subsidiary of
a substantial shareholder of the Company. The acquisition was made with
the aims to complement existing activities. The transaction was satisfied in
form of cash consideration of approximately HK$2,178,000. The transaction
is accounted for as acquisition of asset.

The identifiable assets and liabilities of the acquiree as at the date of
acquisition were:

36.

ZBYWE—EHBLARZEE

AEER-_Z-—F=A—HERKBEEVHEEIE
BT - R AR BERRETERES RIARTE
RAIEERRE2EWNBAR - WEEERRRAE
EE) o RHURSNRBEL2,178,000F T REH -
RPNEEWEEAER

RS B KRB H S AT R EERBES -

HK$'000
FAT
Property, plant and equipment ME - WE MR 1
Cash and cash equivalents ReERREEEY 4,680
Other payables and accrued expenses H b e HIB R IERT A (2,503)
Net assets acquired BB FEE 2,178
Cash consideration ReERE 2,178
Cash flow: WER -
Cash payment WL (2,178)
Cash and cash equivalents acquired BREReREEEEY 4,680
Net cash inflow arising from acquisition of a subsidiary W EE—FM B A RIFTEE ZIRE RAFRE 2,502

Since the acquisition date, Morgan Finance has contributed approximately
HK$10,999,000 to Group’s revenue and a net profit approximately
HK$9,135,000 during the year ended 31 December 2022. If the acquisition
had occurred on 1 January 2022, the Group’s consolidated statement
of profit or loss and other comprehensive income would have included
revenue of approximately HK$10,999,000 and net profit of approximately
HK$9,269,000 during the year ended 31 December 2022. This pro forma
information is for illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually would have
been achieved had the acquisition been completed on 1 January 2022, nor is
it intended to be a projection of future performance.

On 24 March 2022, Morgan Finance (a wholly-owned subsidiary of the
Company since 1 March 2022), as purchaser and assignee, entered into
the deed of assignments with two vendors, as sellers and assignors, for the
acquisition of two mortgage loans portfolios. The transaction was completed
on 26 April 2022 and the final aggregated consideration was approximately
HK$42.8 million. Details of the transaction were disclosed in the Company’s
announcements dated 24 March 2022 and 27 April 2022.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

37. STATEMENT OF FINANCIAL POSITION OF THE  37. AAQ T EBKARRFT

COMPANY
2023 2022
—EB-=F —F-—
Notes HK$’000 HK$'000
FdaE FHx FAT
Non-current asset FREBEE
Investment in subsidiaries B R RRIRE 346,539 422,318
346,539 422,318
Current assets REBEE
Amount due from a subsidiary JE Uk — PRI BT /B A B 5K IE 26,436 47,458
Other receivables and prepayments H b e aoE & B 5R0R 391 277
Cash and cash equivalents REMREEEY 1,275 1,286
28,102 49,021
Current liabilities b5 =R
Other payables and accrued expenses H BB R E 4 570
Amount due to a subsidiary e — R B A RIFRIE 71,706 82,082
71,747 82,652
Net current liabilities FREEE (43,645) (33,631)
Net assets FREE 302,894 388,687
Equity fE=
Share capital A&7 30 113,933 113,933
Reserves & 31 188,961 274,754
Total equity FERBE 302,894 388,687

The statement of financial position of the Company was approved and
authorised for issue by the Board on 27 March 2024 and is signed on its

behalf by:

Lee Wa Lun, Warren

RARREHBRRERR T _MFE=A =+ A%EE
FEHRAERKETE  YHATERREREE

Kuo Jen-Hao

THER BAR
Director Director
BE BE
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GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of financial
instruments in its ordinary course of operations and in its investment
activities. The financial risks include market risk (including currency risk,

interest rate risk and other price risk), credit risk and liquidity risk.

Financial risk management is coordinated at the Group’s headquarters,
in close co-operation with the Board periodically. The overall objectives in
managing financial risks focus on securing the Group’s short-to-medium-
term cash flows by minimising its exposure to financial markets. Long-
term financial investments are managed to generate lasting returns with

acceptable risk levels.

38.1 Categories of financial assets and liabilities

38. MKEMEER A FENE

AEEREABERBETRREREZD T EASH
TARERMEER - MEEREETZERR(BEE
KRk - FIRRERREMERRRE)  EERRER
BEER

BREREENASEANEE YEHEESSER
B - EEMBRARNEBEARSEEREERERT
SHEENREBARERENTEMRERE - AEEE
AEZZBABKFZERT EERMERMBRENESE
FFAL

38.1 YBEEREEZEH

The carrying amounts presented in the consolidated statement of

REEB MBI KT 25BN TERIM 5 E

financial position relate to the following categories of financial assets ERAENREE :
and liabilities:
2023 2022
—EB-=F T
HK$’000 HK$’000
FExT FAT
Financial assets BBEE
Financial assets at FVPL BATFEFABENITHEE 60,318 11,586
Financial assets at amortised costs: REHEN AT ENMBEE :
- Mortgage loans —RBER 15,219 37,312
— Term loans —BHER 4,964 1,501
- Trade and other receivables, deposits paid —E 5 REMEUFE
and other assets Btk REMEE 3,409 4,181
— Amount due from a related company — e — R AR A B F0E 4,225 4,033
— Client trust bank balances — B ERERITAERR 163,152 160,737
— Cash and cash equivalents —-REeRESEEY 70,406 91,328
321,693 310,678
Financial liabilities B®%asE
Trade and other payables and accrued expenses & 5 K H il & {508 K2 e 5t 5 2 164,174 160,747
Lease liabilities HEAE 3,523 697
167,697 161,444
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR 38. I EREER AFLEE(E)
VALUE MEASUREMENTS (Continued)

38.2 Foreign currency risk 38.2 Hhik [ B
Foreign currency risk refers to the risk that the fair value or future cash INERBRIESR T A AFESARTBESTER
flows of a financial instrument will fluctuate because of changes in HSNESTE R E B M E LR B RER - AEBEARE D
foreign exchange rates. Most of the Group’s transactions are carried RGABTTHETT - EEXRERFERAAEEH
out in HK$. Exposures to currency exchange rates mainly arise from MIRE  ZEREFEUETTAHE ©

the Group’s investments, which are primarily denominated in USD.

Foreign currency denominated financial assets, translated into HK$ at LAN T BB S0 A T 2 AN ETHE 2 I A B
the closing rates, are as follows: I
2023 2022
—EC-=F 2=
HK$’000 HK$'000
FHET FET
Financial assets denominated in USD BB EAETTEHE 13,787 10,999
Short-term exposure 5 HA R B 13,787 10,999
Financial assets denominated in USD M EEAEITAHE 49,579 -
Long-term exposure R AR 49,579 -
A reasonable change in foreign exchange rate for USD in the next ETHINEER R KRR+ —E NS IEEH D&
12 months is assessed to result in immaterial change in the Group’s ML AEMBHERTEZ(ER), &5 - REEF
(loss)/profit after tax, retained earnings and other components of REHMREZS SRS HIR S B o
equity.
38.3 Interest rate risk 38.3 FIZ @ &
Interest rate risk relates to the risk that the fair value or cash flows MERREREHTAZ AT ERIBEERETRE
of a financial instrument will fluctuate because of changes in market THISF RSB ELFIHNRR - NEEBESHF
interest rates. The Group is exposed to cash flow interest rate risk for R IRIBEREEEN A R (B TR B 5 R M E)
changes in market interest rates through its deposits and mortgage A TISHNRES 7 /SR ERER

loans at floating interest rates, which are subject to variable interest
rates.
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Notes to the Consolidated Financial Statements (Continued)

GEMBREMEE

(%)

For the year ended 31 December 2023

BE—T—

SE+-A=t+—HILEE

38. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

38.3 Interest rate risk (Continued)

The following table indicates the approximate change in the Group’s
(loss)/profit after tax (and retained earnings) in response to reasonably
possible changes in the interest rates at variable interest rates as at
the reporting date.

BHREBEER NV ETE(E)

38.3 FIR @k ()

TR E RN RS B AR &R 8 2 FIRE
AR E) - AEBMBHIE(EER),S8M (AR
BEN) 2 HH2E

2023 2022
—EB=F T
Effect on results Effect on results
Increase/ after tax and Increase/ after tax and
(decrease) in retained earnings (decrease) in  retained earnings
interest rate (Note) interest rate (Note)
BB EER BB EE R
Fl=Em/ REBANzNE R/ RERAzPE
(R (B=E) D) (P =E)
HK$’000 HK$'000
FTET FET
Deposits =2 0.5% 352 0.5% 457
Deposits IEE- (0.5%) (352) (0.5%) (457)
Mortgage loans RIBER 0.5% 64 0.5% 156
Mortgage loans RIBER (0.5%) (64) (0.5%) (156)
Note: B 5E

Positive figure represents increase in profit and retained earnings or
decrease in loss whereas negative figure represents decrease in profit and
retained earnings or increase in loss as appropriate.

The sensitivity analysis of the Group’s exposure to interest rate risk at the
reporting date has been determined based on the assumed percentage
changes in interest rates taking place at the beginning of the financial year
and held constant throughout the year. The assumed changes in interest
rates are considered to be reasonably possible based on observation of
current market conditions and represents management’s assessment of
a reasonably possible change in interest rates over the period until the
next reporting date. These are the same method and assumption used
in preparing the sensitivity analysis included in consolidated financial
statements for the year ended 31 December 2022.

The Group accounts for the lease liabilities at amortised cost, therefore a
change in interest rates at the end of the reporting period would not affect
profit or loss and equity.
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Notes to the Consolidated Financial Statements (Continued)

GEMBHRMEE(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

38. FINANCIAL RISK MANAGEMENT AND FAIR 38. I EREER AFLEE(E)
VALUE MEASUREMENTS (Continued)

38.4 Price risk 38.4 [E1& &k

Price risk relates to the risk that fair values or future cash flows of a
financial instrument will fluctuate because of changes in market prices.

Debt securities and perpetual securities

The Group is exposed to price changes arising from investments in
debt securities and perpetual securities classified as financial assets at
FVPL. The Group’s price risk exposure is summarised as follows:

BEnRRIEERTIAZAFESIRKESRE
A5 A k= i 3R B 2 R

5 5 RKEEF
AEBEHA R RRAFEA A RRNIHEE

ZEBBSRKEEFRBEEZEREFHE
B o NEEZ ERERGTMNT:

2023 2022
—E-=F 2=
HK$’000 HK$'000
FExT FHTT
Financial assets at FVPL BRATFEF AB=OMBEE 59,451 10,064

At 31 December 2023, if price had been 5% higher or lower with
all other variables held constant, loss after tax for the year would
have decreased by approximately HK$2,891,000 or increased by
approximately HK$2,891,000.

At 31 December 2022, if price had been 5% higher or lower with
all other variables held constant, profit after tax for the year would
have increased by approximately HK$420,000 or decreased by
approximately HK$420,000.

Equity securities

The Group is exposed to equity price changes arising from equity
investments classified as trading securities. All of these investments
are listed.

The Group’s listed equity securities are primarily listed on Stock
Exchange. The portfolio is in accordance with the limits set by the
Group.

The following table indicates the approximate change in the Group’s
(loss)/profit after tax (and retained earnings) and other components
of the equity in response to the reasonably possible changes in the
relevant stock market prices, to which the Group has significant
exposure at the reporting date.

RZFZ=F+=-A=+—8 " HEKLAK
TPE5%  MAABHMBEBERTE - KNFE
2 Biig 5B R 4 492,891,000 7T 3k 1 A0 49
2,891,000/ 7T °

RZZB-_F+-A=+—H " ®MERLAXT
(5% « MATEHMEHBIFTE  KEEZH
1% 55 7 & 3 1 49 420,000 JT 3458 4 £ 420,000
BT °

B2 &%

AEEEHIEEER S BAREELZB(E
R - MEZSREARLET °

REEZ EHBRAESZEZRBRAT LT - &E
BB ERTE 2R °

TRIGBEENRE AAREFEE AR R 285
BEMEREAEES - Mol BAKBEGRHE
(E8),a (R REEM) ks kD 2
Mg -
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.4 Price risk (Continued)
Equity securities (Continued)
In response to the reasonably possible change in the market price

of the listed equity securities, the Group’s investment in listed equity
securities has the following exposures:

38. MIBEAKEER AL EE(HE)

38.4 B R (&)
BRAF 5 (48)

HELTRAELSMEZAERIEES  ~EH
R EMBRAFEZZKEFATRER :

2023 2022
—EBC-=H —E-—fF
Increase/ Effect on results Increase/ Effect on results
(decrease) in after tax and (decrease) in after tax and
securities’ retained earnings securities’  retained earnings
market price (Note) market price (Note)
BRBIEEER BB EER
BEmEENS KRERAZFE FTHEMELNS RIBBIZFE
(R2) (H=E) Om4) (FfH5E)
HK$’000 HK$’000
FTET FET
Hong Kong market HEEMS 6% 43 7% 89
Hong Kong market BB (6%) (43) (7%) (89)
Note: MI5E -

Positive figure represents increase in profit and retained earnings or
decrease in loss whereas negative figure represents decrease in profit and
retained earnings or increase in loss as appropriate.

The sensitivity analysis of the Group’s exposure to equity price risk at the
reporting date has been determined based on the assumed percentage
changes in the stock market price or other relevant risk variables taking
place at the beginning of the financial year and held constant throughout
the year. The assumed changes represent management’s assessment
of reasonably possible changes in the relevant stock market index or the
relevant risk variables over the year until the next reporting date. These
are the same method and assumption used in preparing the sensitivity
analysis included in consolidated financial statements for the year ended 31
December 2022.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

MHEREER NV ETE(E)

38.5 [E & A KR EFHE

38.5 Credit risk and impairment assessment

Credit risk refers to the risk that the counterparty to a financial
instrument would fail to discharge its obligation under the terms of the
financial instrument and cause a financial loss to the Group.

The credit risk for liquid funds is considered negligible as the
counterparties are reputable financial institutions with high quality and
credit ratings.

The Group adopts conservative investment strategies. Usually
investments are in liquid securities quoted on recognised stock
exchanges, except where entered into for long-term strategic
purposes.

For the Group’s investments in listed debt securities and listed
perpetual securities, the investment team of the Group assess the
financial performance of the holders and issuers to ensure that the
holders and issuers can satisfy the repayment of the principal and
interest as they fall due. The Group has set portfolio size limits to
control the Group’s exposure to the credit risk. The Group also
monitors the credit rating and market news of the issuers of respective
listed debt securities and listed perpetual securities.

The Group is exposed to credit risk on debt securities and perpetual
securities measured at FVPL, which are not subject to HKFRS 9’s
impairment requirements as they are measured at FVPL. The carrying
value of these assets represents the Group’s maximum exposure
to credit risk on financial instruments not subject to the HKFRS
9 impairment requirements as at 31 December 2023. Hence, no
separate maximum exposure to credit risk disclosure is provided for
these instruments (2022: Nil).

The Group’s management considers that all the financial assets
that are not impaired for each of the reporting dates under review
are of good credit quality. The Group assessed the credit quality
of the counterparties by taking into account their financial position,
credit history and other factors. Management also regularly reviews
the recoverability of these receivables and follow up the disputes or
amounts overdue, if any. The Directors are of the opinion that the risk
of default by counterparties is low.

Generally, the Group considers that the credit risks associated with
mortgage loans and term loans are mitigated because they are
secured over properties and/or guarantee.

FERRESRTAZHETIREZERTAZ
GHRBETERE  TERAKEZSEUBHERZ
,—L g o

HRRBESRZUFHNEERE BX& -
BABSEENRNSRERE  SEREERR
BiE -

REBRMRTRERE - BERERRAZES
RGP M ED % ’ rﬁﬂiﬂgﬁﬁﬂ RES 1%
BRI

HRAEEN ETHEBES R ETKEESFR
B AEENREBGEHEHEARETAN
SRR - ARERIT A AR BT AAMEED B
RERHE - AEEDREREBGRIE - JAIE
HAKENEERR - AEBIIERS EHER
FH R ETKBRESFETANGEEIRRTISH

B o

BN

AEEHGRRAFEFABRTEZEBES R
KEEFZEERRE - ARERAFEF AR
S8 AR EBMBREEEOTRESE
ZHR - ZEBEEZRAEAR T _=F1+=
H=4—R8  FAEERIZEEHHRELELE
9%7‘)&@&&*&@2@wﬁlﬂﬁﬁﬁﬁunZEﬁm%/\
%o Fit - THZETIAZREREERRERE
1?&?&3%(_2__¢ 323)) e

AEBEEERS  MARENHEERERE
RHEREE  HARFEREER - AEEESB
SR F T 2MBAR - EELEREME R
HEEEEE - ERENSEHRTZSRER
Bz A E 1 R B S IR () - B
RRYEFTENZARKE -

BEEnE  AEERREHRBERLEHE
ROEERBERE  DRRZSEREME
BRI o
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Notes to the Consolidated Financial Statements (Continued)
nVT A Iﬁ\j %% *ﬁ %E Bﬁ. ( '“ﬁ )

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment
(Continued)

Credit approval process

The Group manages and controls credit risk by setting limits on the
amount of risk it is willing to accept for individual counterparties and by
monitoring exposures in relation to such limits. The Group evaluates
the credit risk for each loan application on the basis of the repayment
abilities of the customers having regard to their financial position,
employment status, past due record and credit reference checking
result (if applicable).

Before a loan is granted, the head of lending department (“LDH”) with
the assistance from outsourcing agents, has to obtain and check on
the background information of the potential borrower/guarantor (if
applicable) including identity document, income proof and residential
proof, among other things at the initial stage. Upon receiving the
loan application forms, know-your-customer procedures will firstly
be carried out and credit risk assessment will then be conducted
by the lending department. Background of the potential client/
corporate client (the background of its beneficial owners will also be
considered), purpose of the loan, source of fund for repayment, value
of collateral or guarantee (if applicable) and all information which is
regarded necessary will be considered before granting of the loan.
Before renewal of loans, LDH would obtain up-to-date due diligence
information and perform credit risk assessment again.

All loans must have a good and reasonable repayment prospect
and loan recovery actions will be strictly undertaken to ensure the
repayment of the loans. LDH is also responsible for ensuring on a
daily basis that the relevant operational procedures and controls
implemented are adequate and effective in accordance with the
Group’s Money Lending Policy (the “MLP”) and the Property Loan
Operation Procedures Manual.

Size tests will also be prepared by the finance department to ascertain
whether there are any Listing Rules implications for granting a loan.
After the credit risk assessment is approved, the LDH will respond
to the potential client the target loan amount and if the potential
client agrees to it, loan documents including mortgage/guarantee
documents will be prepared by appointed legal advisers. If notifiable
transaction is constituted, all of the Directors will be informed and the
respective loan will be subject to the Board’s approval and relevant
disclosure will be made as required under the Listing Rules.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38. MiKAKEERATHENE(E)

38.5 {5 & A K B FHE ()

38.5 Credit risk and impairment assessment

(Continued)
Credit approval process (Continued)

Credits are granted according to the hierarchy of approval authorities
within the Group, based on a control limit determined by the Board,
including the LDH and the boards of directors of the respective
companies within the Group and the Board (if applicable).

This control limit, also specified in the MLP, is set according to the
materiality of the loan exposure decided by the Board from time to
time. Any single loan amount exceeding the control limit has to be
approved by the Board.

The Group has engaged independent professional advisers
(the “Advisers”) to carry out the internal audit function and risk
management by performing an appraisal of the adequacy and
effectiveness of the Group’s risk management and internal control
systems. The Advisers has conducted regular review and compliance
checking over all aspects of credit processes to ensure that the
established money lending policy and procedures are complied with
and sufficient controls are in place to mitigate credit risk.

As at 31 December 2023, mortgage loans and term loans of the
Group with carrying amount of approximately HK$20,183,000
(2022: approximately HK$38,813,000) are secured by collaterals/
guarantors. Except for the mortgage loans and term loans, none of
the Group’s financial assets are secured by collateral or other credit
enhancements.

FEFMES (&)

EENREAEENNELHRAERIREESET
EZERBERL - BEERBLEERAERR
BERARNEEERESS  IUER °

ZERRE (R ERER T AR R) HIREE
FRTEREZ EREAR 2 ERMEKFMRE
E—2EFcHEAEHBEEDALESTSH
JE o

AABCRBE T HXEER ([BE ] TARE
R R ERERE - SRR EERE LR AE
EEZAREE RHRERETHE - ERC YA
SEETE R - ARRENE RIZNBER
RMIEF R BB R AEHIEEREEERR -

M-ZB-=F+-A=1+—0 ' AEEREER
A B FREREE4920,183,000/ T (20224 -
#738,813,000/8 7T ) 9 B E#H B RIEIE R
RIZBER LA BRETI - NEBE 2B EET
IR Rk A S BRI E R IE(R -
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment
(Continued)

Credit approval process (Continued)

The Group considers the probability of default upon initial recognition

of asset and whether there has been a significant increase in

credit risk on an ongoing basis throughout each reporting period.

To assess whether there is a significant increase in credit risk,

the Group compares the risk of a default occurring on the asset

as at the reporting date with the risk of default as at the date of

initial recognition. It considers available reasonable and supportive

forwarding-looking information.

(i)

Trade receivables, contract assets and
amount due from a related company

The Group applies the simplified approach to providing for
ECLs prescribed by HKFRS 9, which permits the use of
the lifetime expected loss provision for all trade receivables.
The Group always measures the loss allowance for trade
receivables at an amount equal to lifetime ECL. The ECLs on
trade receivables are estimated by reference to past default
experience of the debtor and current market condition in
relation to each debtor’s exposure. The ECLs also incorporate
forward-looking information with reference to general
macroeconomic conditions that may affect the ability of the
debtors to settle receivables. To measure ECLs, the trade
receivables have been grouped based on share credit risk
characteristics and the days past due according to the ageing
as disclosed in Note 23. Expected loss rate of current trade
receivables, contract assets and amount due from a related
company are determined as below as the trade receivables,
contract assets and amount due from a related company
mainly represent amounts due from the customers with high
credit rating and no history of default. There is no change in
the expected loss rate for trade receivables for the year ended
31 December 2023 mainly due to no significant change in
the forward-looking information of trade receivables based on
which the expected loss rate is determined.
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Notes to the Consolidated Financial Statements (Continued)

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment
(Continued)

(i)

Trade receivables, contract assets and
amount due from a related company
(Continued)

Set out below is the information about the credit risk exposure
on the Group’s trade receivables, contract assets and amount
due from a related company using a provision matrix as at 31
December 2023 and 2022:

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

MHEREER NV ETE(E)

38.5 {5 & A K B FHE ()

() EZEUZE SHEERE
W — BB A a7 B (4E)

TREINR B -_=FKR T -_—F+—
A=+—AARSEFERBEEREFTENE
SEWGIE - ANEERER—HEBHA
AIRBREERBRER

Expected Gross carrying

As at 31 December 2023 loss rate amount ECLs
R-BZ=%+=HA=+—H FEHEEE IREAAE FEHEEER
HK$’000 HK$’000

FHET FET

Within 30 days 30HA 0.1% 4,734 -
Over 30 days but within 60 days  #RiB308E/60H A 0.1% 1,330 -
Over 90 days but within 365 days #iB90H 1B 365H A 0.1% 255 -
Over 365 days #8365 H 100.0% 5,091 5,091
11,410 5,091

Expected Gross carrying

As at 31 December 2022 loss rate amount ECLs
R+ =-A=+—H iEL)piE BREAE TEHEEEE
HK$'000 HK$'000

FHET FHT

Within 30 days 30HA 0.1% 6,430 -
Over 365 days BiAm365H 100.0% 5,091 5,091
11,521 5,091
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment
(Continued)

(i)

(iii)

Da Yu Financial Holdings Limited

Other receivables

Upon adoption of HKFRS 9, the management of the Group
takes into account the historical default experience and
forward-looking information, as appropriate, for example the
Group considers the consistently low historical default rates
of counterparties, and concludes that credit risk inherent in
the Group’s outstanding other receivables is insignificant. The
management of the Group has assessed that these receivables
do not have a significant increase in credit risk since initial
recognition and risk of default are insignificant, therefore the
ECLs for these receivables are not material under the 12-month
ECL and no loss allowance provision was recognised during
the years ended 31 December 2023 and 2022.

Mortgage loans and term loans

The Group’s internal credit risk assessment for mortgage loans
and term loans comprises the following categories:

38. MIBEAKEER AL EE(HE)

38.5 FE AR KR EFHE ()

(ii)

(iii)

AR HE

RERNE BB REERESRIE - A%
EEBELT RELENCE RATEEE
HmER)  flnAEERAHEFHE
LENR—HRE - WHERAEAEER
W B E At R IE 2 BB EERB I~ E
X NEBBEERBAGERRA - AYLHE
RARZERZBEBTIENEIRSEER
% BEAERYTEKX - Bt - 258
WkIE 2 EEIE B BB RIR 1218 A B A
FEEBEYTEA  BHE-_Z-=FF
I+ A=t+—BILFETERE
RIEIERAE -

BB REHEN

AEEHRBERREREROAINEE
[RREFE B IEA TR

Internal credit risk Loans at
categories Description amortised costs
REBEERBER it BB AT R E K
Low risk The counterparty has a low risk of default and does not have any past-due 12-month ECL
amounts
KR HFFRBAORBRIE - WEETE AR 128 B EEE EEE
Watch list Debtor usually settles overdue balances after due date 12-month ECL
BERKR EEA—RREBI B A BB RS 12{8 AR EE R R
Doubtful There have been significant increases in credit risk since initial recognition  Lifetime ECL — not
based on information from internal or external resources credit-impaired
ATER ERARHINEER - EERR B T HERRBEILM ZHTEHE SRR —
BEERE
Loss There is evidence indicating the asset is credit-impaired Lifetime ECL —
credit-impaired
&8 EBRBETEEEFEERE 2 EEBE SRR —
EfEERE
Write-off There is evidence indicating that the debtor is in severe financial difficulty ~ Amount is written off
and there is no realistic prospect of recovery of debts against the allowance
account
R AREBERNEBARRRENBREE - AW ESEELAKE BB BRI B FOR
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Notes to the Consolidated Financial Statements (Continued)

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment
(Continued)

(iii)

(iv)

Mortgage loans and term loans (Continued)

The Group takes into consideration forward-looking
information that is available without undue cost or effort in its
assessment of significant increase in credit risk as well as in its
measurement of ECL.

As at 31 December 2023 and 2022, all mortgage loans and
term loans credit risk categories are classified as low risk/watch
list and 12-month ECL.

Client trust bank balances and cash and
cash equivalents

In respect of client trust bank balances and cash and cash
equivalents, the Group mitigates its exposure to credit risk
by placing deposits with banks with established credit rating.
Given the high credit ratings of the banks, management does
not expect any counterparty to fail to meet its obligations.

Movement in the loss allowance in respect of trade receivables and

term loans during the years ended 31 December 2023 and 2022 is as

follows:

GEMBHRRME(E)
For the year ended 31 December 2023
HE_Z-="F+-A=+—HILFE

38. MiKAKEERATHENE(E)

38.5 {5 & A K B FHE ()

(i) ZBEFREHEHL (&)

A EERBBREE R ERBEES
1B AREZEEF T UENRARS
NENRIERSRORTRE £ E #Y -

R =FR T __F+-_A=+—
A - BIBERRE HEFRBRERHE
BARKRK ERXNI2EAEHEE
B8 -

(iv] EFERRITHGBREZRE
EEEY

REPERRITESRIASRASEEY
M AEESERFRNEEFRRLT
HRTTPABE AT AR M EE R - ZENZ
FRTNEETARS  BEEERHITIEL
BYEFHIRERITEEENER

BE-_T-_=fR-_T-_—F+-A=+—-AL
£ - BSEKEUA RS BE KRR
T

Lifetime ECL
(not credit-
12-month ECL impaired)
12BA7EY 2HEHCEEEE Total
FEEE (BEERE) st
Term loans Trade receivables
BHEX =82 ) AL b
HK$’000 HK$’000 HK$’000
FHER FHET FExT
At 1 January 2022 R-ZBE_—_F—AH—8 - 5,229 5,229
Reversal of impairment losses BB B R = (138) (138)
At 31 December 2022 and R-ZE-_—_F+—_A=+—HK
1 January 2023 —FT-=F—H—H = 5,091 5,091
Impairment losses recognised T EEE 100 - 100
At 31 December 2023 R=ZB=-=%+=-A=1+—H 100 5,091 5,191
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.5 Credit risk and impairment assessment

(Continued)

38. MIBEAKEER AL EE(HE)

38.5 FE AR KR EFHE ()

12-month
Gross carrying amount ECL Lifetime ECL
12 R RS
RAAE FEFR 2HRNEERR
Simplified
Stage 1 Stage 2 Stage 3 approach Total
g1 2] B3 A% o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TER TER TEx
As at 31 December 2023 R-B-=%+-A=1-H
Mortgage loans RIBET 15,219 - - - 15,219
Term loans BHER 5,064 - - - 5,064
Contract assets ANEE - - - 53 53
Trade receivables* B o - - - 7,132 7,132
Financial assets included in other receivables, MREEAREMERGE -
deposits paid and other assets - Normal** Bftze REAMEE -—K> 1,368 - - - 1,368
Amount due from a related Eh—BH AR
company (trade in nature) FUE(ESIEE) - - - 4,225 4,225
Client trust bank balances EPELRTEN 163,152 - - - 163,152
Cash and cash equivalents BeRELZEN 70,406 - - - 70,406
255,209 - - 11,410 266,619
As at 31 December 2022 R-ZE-—#+-A=+-H
Mortgage loans RIBET 37,312 - - - 37,312
Term loans HHED 1,501 = = = 1,501
Contract assets ANBE - - - 1,053 1,053
Trade receivables* 2 B lEE - - - 6,435 6,435
Financial assets included in other receivables,  BITFAE BEEMENFUE -
deposits paid and other assets - Normal™ BfifEE REMEE-—K 2,637 - = - 2,637
Amount due from a related el —EBH AR
company (trade in nature) HE(BHNE) - - - 4,033 4,033
Client trust bank balances RPEARTER 160,737 = = = 160,737
Cash and cash equivalents BERRLEED 91,328 - - = 91,328
293,515 - - 11,521 305,036
& For trade receivables to which the Group applies the simplified * MAEBERA BT EARENE SRR

approach for impairment, information based on the provision matrix
is disclosed in Note 23 to the consolidated financial statements.
= The credit quality of the interest receivables, financial assets
included in other receivables, deposits paid and other assets is
considered to be “normal” when they are not past due and there is
no information indicating that the financial assets had a significant
increase in credit risk since initial recognition.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38. MiKAKEERATHENE(E)

38.6 Liquidity risk 38.6 MENE < k&

Liquidity risk relates to the risk that the Group will not be able to meet
its obligations associated with its financial liabilities that are settled
by delivering cash or other financial assets. The Group is exposed to
liquidity risk in respect of settlement of other payables and its financing
obligations, and also in respect of its cash flow management. The
Group’s objective is to maintain an appropriate level of liquid assets to
meet its liquidity requirements in the short and long term.

The Group manages its liquidity needs by carefully monitoring
scheduled debt servicing payments for long-term financial liabilities as
well as cash-outflows due in day-to-day business. Liquidity needs are
monitored on a day-to-day basis. Long-term liquidity needs for 360-
day lookout period are identified monthly.

The Group maintains cash, short-term bank deposits and marketable
securities to meet its liquidity requirements for up to 30-day periods.
Funding for long-term liquidity needs is secured by the ability to sell
long-term financial assets.

Analysed below is the Group’s remaining contractual maturities for its
non-derivative financial liabilities as at 31 December 2023 and 2022.

mBED RS R EAEEREBITARNES
SEMHBEEGENBABRBEEEZRRE
M - NEBEESEEMENFIRREITRIE A
FEARTERSREEETHAERSDE SR
B - AREZ BIREREREE 2 REEEKF -
NENEREHARDESTE -

AEE T BB BEELEG RAM R ENERY
MABEBHRSRL - UWERHEHRBEESFE -
AEBZAERARPESTE L SBAEER
HIB0 R EHIRBESTE -

AEBSFR S MHRRTERREEREF AR
NARKZIORMEAZARDESTE - BBH
ERPUBEEZRNRERARDHESTE -

ATAOMAEAEER T _=FR_F_—
+=ZA=t+—BZITENBREZRHELOH
MR o

Total More than
contractual Within 1 year but
Carrying undiscounted 1 year or less than
amount cash flow on demand 2 years
BHRRUER —F R #iB1FE
IREE ReRBAHE RER DR2F
HK$’000 HK$’000 HK$’000 HK$’000
THET FTHET FHET FET
As at 31 December 2023 R=-ZT=-=F
+=HA=+—H
Non-derivatives: FIELTAE -
Trade and other payables B 5 hHAmENIE
and accrued expenses K RERTRIX 164,174 164,174 164,174 -
Lease liabilities HERE 3,523 3,622 3,252 370
167,697 167,796 167,426 370
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Notes to the Consolidated Financial Statements (Continued)

GEMBRRME(E)
For the year ended 31 December 2023
HE-Z-=—F+-A=-+—HLEFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.6 Liquidity risk (Continued)

38. MIBEAKEER AL EE(HE)

38.6 B E = Ak ()

Total
contractual Within
Carrying undiscounted 1 year or
amount cash flow on demand
BHIARAEE —F RN
BREE ReEmELE RER
HK$’000 HK$’000 HK$'000
FAT FAT FHT
As at 31 December 2022 R-ZBE-_—_F+=-_A=+—H
Non-derivatives: IENTAE -
Trade payables B SR RIE 160,747 160,747 160,747
Lease liabilities HEEE 697 701 701
161,444 161,448 161,448
38.7 Fair value measurements 38.7 AV EFTE
Financial assets carried at fair value BRFEIRZHEEE

The following table presents financial assets measured at fair value
at the reporting date in accordance with fair value hierarchy. The
hierarchy groups financial assets into three levels based on the relative
reliability of significant inputs used in measuring the fair value of these
financial assets and liabilities. The fair value hierarchy has the following
levels:

- Level 1: quoted prices (unadjusted) in active markets for
identical assets and liabilities;

- Level 2: inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly (i.e.

as prices) or indirectly (i.e. derived from prices); and

- Level 3: inputs for the asset or liability that are not based on
observable market data (unobservable inputs).
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREME(E)

For the year ended 31 December 2023
BE-Z-=—F+-_A=1+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR 38. I EREER AFLEE(E)
VALUE MEASUREMENTS (Continued)

38.7 Fair value measurements (Continued) 38.7 AV EFE (&)
Financial assets carried at fair value (Continued) BRFEIRZHEEE &)
The level in the fair value hierarchy within which the financial asset is AHEBRHEREH AT EFEMEBEAZ &
categorised in its entirety is based on the lowest level of input that is ABESEER  ZEHVBEEETERS
significant to the fair value measurement. o
The financial assets measured at fair value in the consolidated R RRRNIE A BT EZ M EET)
statement of financial position are grouped into the fair value hierarchy D AUTHAFERER
as follows:
As at 31 December 2023
R-BZ=F+=HA=+—H
Level 1 Level 2 Level 3 Total
B BE #=F st
HK$’000 HK$°000 HK$’000 HK$’000
FHET FET FHET FExT
Assets BE
Financial assets at FVPL BRAFEFABENTISEE
- Listed equity securities held —FEEEM
for trading ETRAES 867 - - 867
— Listed debt securities — FERES
(Note 38.7(a)) (Ff7E38.7(a)) - 9,872 - 9,872
— Listed perpetual securities — ETKEES
(Note 38.7(a)) (Pf7%38.7(2)) - 49,579 - 49,579
Total fair value NERE 867 59,451 - 60,318
As at 31 December 2022
RZZEZ—F+-HA=+—H
Level 1 Level 2 Level 3 Total
E—E F_fE FE=IE “eEt
HK$'000 HK$'000 HK$’000 HK$'000
FHET FHET FHET FHT
Assets BE
Financial assets at FVPL BRAFEF A BNV BEE
— Listed equity securities held —BEBEEN EHIRAE S
for trading (Note 38.7(a)) (Pf3E38.7(a)) 1,395 127 = 1,522
— Listed debt securities — FEHBES
(Note 38.7(a)) (Pff3£38.7(a)) - 10,064 - 10,064
Total fair value ANV ERE 1,395 10,191 - 11,586
There were no transfers between levels during the year ended 31 HE_ZT-_=F+-A=t+—HItEE B2
December 2023. 0 TS -
During the year ended 31 December 2022, other than transfer of a BE— S —#+-_A=1+—HIEE B
listed equity security from Level 1 to Level 2 due to suspension of ITERABLSACRE—EEAE B - A
trading, there were no other transfers between levels of the fair value T(EBAR Y B EE a7 o
hierarchy.
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Notes to the Consolidated Financial Statements (Continued)
GEMBHREMaE(E)

For the year ended 31 December 2023
HE_Z_=F+_A=+—HIFE

38. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

38.7 Fair value measurements (Continued)
Financial assets carried at fair value (Continued)

(@) Valuation techniques and inputs used in Level 2
fair value measurements

Fair value of listed debt securities and listed perpetual
securities have been determined by a firm of independent
professional valuer, GCA, using valuation techniques.

The methods and assumptions applied for the valuation of the
debt securities and listed perpetual securities are as follows:

Listed debt securities and listed perpetual securities with
market quote in an active market, the fair value will be the mid-
market quote plus accrued but unpaid interest. The fair value
of these listed debt securities and listed perpetual securities
is approximately HK$59,451,000 (2022: approximately
HK$10,064,000).

As at 31 December 2022, a listed equity security was
reclassified from Level 1 to Level 2 due to suspension
of trading. The listed equity security was still suspended
from trading as of the date of authorisation of the financial
statements for the year ended 31 December 2022. The
fair value of the suspended listed equity security was the
last traded price of the underlying securities. The fair value
of the suspended listed equity security was approximately
HK$127,000.

As at 31 December 2023, the suspended equity security
was delisted and the management considered the fair value
of the security was zero. Fair value loss of approximately
HK$127,000 was recognised in the profit or loss.
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Notes to the Consolidated Financial Statements (Continued)

39. CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure the Group’s ability
to continue as a going concern and to provide an adequate return to the

39.

GEMBHRMEE(E)

For the year ended 31 December 2023
HE_Z_ =+ _A=+—HILFE

ErERE

AEE 7 BRER B R REARKNEEARNAFRLE
HEEBERABREHEHDE

shareholders.
The Group actively and regularly reviews its capital structure and makes N5 B FE R I E HAER B EL S AN A I R R A AR R
adjustments to the capital structure in light of changes in economic FAREARGEHE - AEB U\ BEERER R AEERITH
conditions. The Group monitors its capital structure on the basis of debt to BIRKEERE o
equity ratio.
The debt to equity ratio at reporting date was as follows: RE B2 B EESET
2023 2022
—EB-=F —E-—
HK$’000 HK$'000
FExT FAT
Total equity B 309,938 471,729
Debt-to-equity ratio BB b 0:1 0:1

Each of Yu Ming and Morton Securities is registered with the SFC for the
business it operates in. Yu Ming and Morton Securities are subject to liquid
capital requirements under Securities and Futures (Financial Resources)
Rules (“SF(FR)R”) adopted by the SFC. Under SF(FR)R, each of Yu Ming
and Morton Securities must maintain its liquid capital (assets and liabilities
adjusted as determined by SF(FR)R) in excess of statutory floor requirement
or 5% its total adjusted liabilities, whichever is higher. The required
information is filed with SFC on a regular basis and Yu Ming and Morton
Securities have complied with those requirements during the years ended 31
December 2023 and 2022.

BHMEEFLFEREMEEEBENEESEM - Bk
MEEEFAETERSRM 2 ES AR (MBRER)

HRANTE #& BMBRERRUDBTRBDESR
E o RIEEHFMAE(MERER)RA - S REEES

BAMER \méﬁﬁi(%Eﬁa‘%&%ﬁ%’i(?ﬁﬁléiﬁ)ﬁﬂﬂ%
EZERHBEERAE)BHEE TRATLECHE
Eﬁ#@%EZéS%(L‘AF%%%ﬁ) FTRE 2 BRAEH

RTREE  BULBESFBE_T_=FR_
::EJr A=t BRLEFERABETEZFHRE °
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Notes to the Consolidated Financial Statements (Continued)

At (%)

For the year ended 31 December 2023

BE—T—

SE+-A=t+—HILEE

40. LITIGATIONS

On 8 May 2017 Yu Ming received a writ of summons dated 5 May 2017 filed
by China Health Group Limited (formerly China Healthcare Holdings Limited)
as plaintiff (“Plaintiff”) against (i) Yu Ming; (the “Action”) (i) & %L 4; and (i)
g as defendants under High Court Action No. HCA1077/2017. Pursuant
to the statement of claim therein, Plaintiff 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 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 to Yu Ming under the said
engagement letters, to Plaintiff. Yu Ming has appointed legal advisor to act for
it in relation to the Action, and based on the information and documents Yu
Ming provided to it, such legal advisor is of the opinion that Yu Ming has good
prospect of successfully defending the Action. Furthermore, Yu Ming has on
7 June 2017 taken out an application to the court to strike out the Action on
the ground that it discloses no reasonable cause of action and/or is frivolous
or vexatious and/or is unnecessary and tends to prejudice, embarrass or
delay the fair trial of the action and/or is otherwise an abuse of the process
of the court. The hearing of the application scheduled to be heard on 21
June 2017 has been adjourned by consent. Plaintiff 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 filed its amended statement of claim
(which amendments are principally additional details which Plaintiff 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 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’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
filed and served answers to the request for further and better particulars of
Plaintiff’s reply on 18 April 2019. The Plaintiff has filed in court a re-renewed
writ of summons on 4 June 2019, and the re-renewed writ of summons has
expired on 8 May 2020. The Plaintiff has not applied for a renewal of the
expired re-renewed writ of summons after May 2020.

The Group’s legal advisor is of the view that Yu Ming is entitled to rely on the
“indoor management rule”, which states that any person contracting with
a company and dealing in good faith with the same may assume that acts
within its constitution and powers have been properly and duly performed
and are not bound to inquire whether acts of internal management have
been regular. They are also of the view that there are contemporaneous
records and correspondence evidencing Yu Ming’s work done for the
plaintiff pursuant to the engagement letters. Based on the information
and documents provided to it by Yu Ming, the Group’s legal advisor is of
the opinion that, the vagaries of litigation aside, Yu Ming is very likely to
successfully defend the Action.

The Directors, having obtained the legal opinion from the legal advisor,
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 years ended 31 December 2023 and 2022.
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Notes to the Consolidated Financial Statements (Continued)

EVENTS AFTER THE REPORTING DATE
Rights Issue

On 17 November 2023, the Company proposed to issue by way of rights
up to 1,139,330,190 new shares (the “Rights Share(s)”) at a subscription
price of HK$0.15 per Rights Share on the basis of one (1) Rights Share for
every one (1) share of the Company (the “Rights Issue”). The Rights Issue
was approved by the independent shareholders of the Company at the
extraordinary general meeting held on 28 December 2023. The Rights Issue
had been completed on 2 February 2024 and an aggregate of 1,139,330,190
new shares had been allotted and issued by the Company. As at the date of
this annual report, the Company’s number of issued shares is 2,278,660,380
shares.

The gross proceeds from the Rights Issue were approximately HK$170.9
million and the net proceeds from the Rights Issue, after deducting all
relevant expenses for the Rights Issue, were approximately HK$170.0 million.
The Company will apply approximately HK$150.0 million of the net proceeds
from the Rights Issue as the seed money into Yu Ming High Dividend Fund,
a fund incorporated as an exempted limited company in the Cayman Islands
and registered as a regulated mutual fund under the Mutual Funds Act (2021
Revision) of the Cayman Islands, to expand its asset management business
and HK$20.0 million as capital for the Group’s money lending business.

Details of the Rights Issue were disclosed in the Company’s announcements
dated 17 November 2023, 28 December 2023 and 1 February 2024,
the Company’s circular dated 11 December 2023 and the Company’s
prospectus dated 11 January 2024.

Treasury Management Investment

On 13 September 2023, the Board resolved to, through Yu Ming, purchase
up to USD6.5 million in nominal amount (equivalent to approximately
HK$50.8 million) of the perpetual notes issued by NWD Finance (BVI)
Limited with principal amount of USD1.0 billion and coupon rate of 5.25%
and the first call date of 22 March 2026 and guaranteed by New World
Development Company Limited, a company listed on the Main Board of the
Stock Exchange (stock code: 17) (the “NWD Notes”), at a discount and the
total consideration would not exceed HK$30.0 million. Yu Ming purchased
a nominal amount of USD3.0 million at approximately HK$15.6 million of the
NWD Notes as at 9 January 2024. Details of the transaction were disclosed
in the Company’s announcement dated 9 January 2024.

APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved and authorised for issue by the
Board on 27 March 2024.

41.

42,

GEMBHRRME(E)
For the year ended 31 December 2023
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A& HibE - HRER _ZE-_ME_A - HZEK * XA
AIE BC % R 38174 ££1,139,330, 190 FT A% {5 WA
REE - AARBEITRGHEE A2,278,660,3800 °

HRE AT R IB R #4170,900,000/8 7T + M4 P15 5K
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Mk AEREERARTRENSHSERAESE
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Five Year Financial Summary

LEMBME

Six-month
ended
31 December Year ended 31 December
2019 2020 2021 2022 2023
#HZE
+=—A=+—~H
1E7< 18 A A BE+-—A=1+—HLEE
—T—NF —T-TE —T-—fF —E-CF ==
HK$’000 HK$’'000 HK$’000 HK$’'000 HK$°000
FAxT FHT FAT FAT FHET
Results:
ES N
(Loss)/profit attributable to the owners of the Company
RNAREE AL (EER),SHEF 842,334 48,708 1,135 5,365 (161,791)
Adjusted profit before goodwill impairment losses (if any)
attributable to the owners of the Company
RNATRE ARIGREE ZRAERER (08 )KL H T 842,334 48,708 1,135 27,089 10,662
As at 31 December
R+=—HA=+—8
2019 2020 2021 2022 2023
—T-NF —TE_TF —T_-—fF —T_— —=—=
HK$’'000 HK$’'000 HK$’000 HK$’'000 HK$’000
FHTT FHET FET FET FHET
Assets and liabilities:
EEREE:
Current assets
MENE EE 62,486 131,394 305,671 279,636 260,503
Total assets
BEMTE 465,525 514,935 679,097 655,336 492,532
Current liabilities
mENEE 32,486 36,512 201,474 173,544 172,733
Total liabilities
AfFEeE 49,004 49,706 212,733 183,607 182,594
Total equity
G g G 416,521 465,229 466,364 471,729 309,938
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