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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of Tian Yuan Group Holdings Limited (the
“Company”, together with its subsidiaries as the “Group”), | am pleased to present the first annual report of the Group
since its listing (the “Listing”) on the Main Board of The Hong Kong Stock Exchange (the “Stock Exchange”) on 1 June
2018.

Successful Listing of the ordinary shares of the Company on the Stock Exchange was an important milestone for the
Group. 150,000,000 shares were issued under the share offer, raising net proceeds (after deducting underwriting fees
and commissions and related expenses) of approximately HK$49.9 million (equivalent to approximately RMB40.7 million).
The additional capital raised coupled with a broader shareholders base as a result of the Listing will allow us to expand
our businesses and provide us with a strong base for our future development.

The Group is a well-known terminal operator in the Port of Maoming in Guangdong Province of the People’s Republic of
China. The Group primarily engages in the bulk cargo uploading and unloading services as well as related ancillary value-
added services including storage services and leasing of shovel trucks. For the year ended 31 December 2018, despite
throughput of the Group decreased, the Group recorded a stable revenue of approximately RMB82.4 million, representing
an increase of approximately 1.0% compared to that for the year ended 31 December 2017.

Profit attributable to owners of the Company for the year ended 31 December 2018 was approximately RMB5.8 million
compared to approximately RMB19.2 million for the year ended 31 December 2017. The decrease was mainly attributable
to an increase in certain costs and expenses, including an increase in the non-recurring listing expenses of approximately
RMB5.6 million.

The construction of new phase of Zhengyuan Terminal has been completed in the first quarter of 2019 and it is expected
to be a major driving force for the potential growth in the Group’s cargo throughput in the future.

During the year, the Board had resolved to use the surplus funds of the Group for wealth management and domestic/
international trade operations within the controllable range while ensuring the sufficient funds for terminal construction.
The new businesses are expected to widen the revenue streams of the Group.

Finally, I would like to express sincere gratitude to our Shareholders, customers and business partners for their continuous

support, and to our management and employees for their contributions, commitment and dedication. We will continue
to strive for maximising the Shareholders’ return and the long-term sustainable development of the Group.

Yang Jinming
Chairman and Chief Executive Officer

Hong Kong, 23 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group operates two terminals, namely, Tianyuan Terminal and Zhengyuan Terminal, which are open to the public
and focus on bulk cargo. Both terminals are situated in the Shuidong port area of the Port of Maoming.

Our principal services include:

() Bulk cargo uploading and unloading services. Our terminals are relatively adaptive and able to handle a variety of
non-containerised cargo. For the year ended 31 December 2018 (the “Reporting Year”), we mainly handled bulk
cargo such as coal, quartz sand, oil products, grains, asphalt and kaolinite as well as a small portion of break bulk
cargo and neo-bulk cargo; and

(i)  Related ancillary value-added port services, which mainly include storage services at our oil tanks and grain barns as
well as lease of our shovel trucks.

During the year ended 31 December 2018, the Group achieved a total cargo throughput of approximately 3,941
thousand tonnes, representing a decrease of approximately 450 thousand tonnes or approximately 10.2% from
approximately 4,391 thousand tonnes for the year ended 31 December 2017. The decrease of the throughput was mainly
due to the construction of the new phase of Zhengyuan Terminal, which occupied part of working areas of Zhengyuan
Terminal. The decrease was also partially due to a decrease in throughput of quartz sand, which was temporarily affected
by local policies on mineral resources integration.

With the unit selling price of cargo handling fees for oil products and asphalt increased, higher average selling price of
the cargo handling fees of the Group was recorded for the year ended 31 December 2018 compared to that for the year
ended 31 December 2017.

During the Reporting Year, the Group has continued to strengthen the relationship with its existing key customers and
further widen its customers base by increasing over 70 new customers.

As at 31 December 2018, the construction of the new phase of Zhengyuan Terminal was still in progress and expected to

be completed in the first quarter of 2019. Up to the date of this Annual Report, the construction has been completed and
a testing and trial run period of about six months has commenced in March 2019.

TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018 5



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2018, the revenue was approximately RMB82.4 million, representing an increase of
approximately 1.0% compared to approximately RMB81.6 million for the year ended 31 December 2017. The increase in
revenue was primarily attributable to an increase in revenue from rental income.

Year ended 31 December

2018 2017 Changes
RMB’000 RMB'000 RMB'000 %
Revenue from uploading and
unloading services 77,058 77,886 (828) (1.1%)
Rental income 5,335 3,713 1,622 43.7%
Total 82,393 81,599 794 1.0%

For the year ended 31 December 2018, our revenue from uploading and unloading services decreased by approximately
1.1% compared to that for the year ended 31 December 2017 to approximately RMB77.1 million. The decrease in the
revenue from uploading and unloading services was mainly attributable to a decrease in revenue generated from handling
quartz sand, coal and kaolinite, which was partially offset by an increase in the revenue generated from handling asphalt
and oil products.

For the year ended 31 December 2018, our rental income increased by approximately 43.7% compared to that for the
year ended 31 December 2017 to approximately RMB5.3 million. The increase in the rental income was primarily due to
an increase in the unit price for our storage facilities which we implemented in the second half of 2017.

Cost of sales

Our cost of sales increased by approximately 11.7% from approximately RMB30.7 million for the year ended 31
December 2017 to approximately RMB34.3 million for the year ended 31 December 2018. This was primarily driven by (i)
an increase in employee benefit expenses mainly due to an increase in number of employees and salaries and bonuses;
and (i) an increase in depreciation of property, plant and equipment.

Gross Profit and Gross Profit Margin
The Group’s gross profit decreased by approximately 5.5% from approximately RMB50.9 million for the year ended 31
December 2017 to approximately RMB48.1 million for the year ended 31 December 2018.

The decrease in gross profit was mainly attributable to (i) a decrease in revenue from uploading and unloading services
and (ii) an increase in our cost of sales primarily resulted from higher employee benefit expenses and increase in
depreciation of property, plant and equipment as mentioned above. These factors led to our gross profit margin
decreasing from approximately 62.4% for the year ended 31 December 2017 to approximately 58.4% for the year ended
31 December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other Income and Other Gains — Net

For the years ended 31 December 2018 and 2017, the Group’s other income mainly consists of income from the provision
of guarantee and pledging of assets as collaterals for certain banking facilities of Maoming Tianyuan Trade Development
Limited (“Maoming Tianyuan”), a company established in the People’s Republic of China (“China” or the “PRC") and
controlled by our Controlling Shareholder. For the years ended 31 December 2018 and 2017, we recorded an aggregate
guarantee fee of approximately RMB699,000 and RMB4.0 million, respectively, for our provision of security for banking
facilities of Maoming Tianyuan. This was calculated with reference to a guarantee fee determined on a daily basis based
on the aggregated banking facilities of Maoming Tianyuan that were pledged or guaranteed by the Group plus the
equivalent daily interest rate for a three-month time deposit offered by the Industrial and Commercial Bank of China. The
guarantee and pledges provided by the Group for the banking facilities granted to Maoming Tianyuan has been released
before the publication of the prospectus of the Company dated 18 May 2018 (the “Prospectus”).

For the year ended 31 December 2018, other gains — net of approximately RMB1.3 million (for the year ended 31
December 2017: approximately RMB71,000) consisted mainly of net foreign exchange gain and gains on disposals of
property, plant and equipment.

Finance Income
For the year ended 31 December 2018, the Group's finance income consists of bank interest income of approximately
RMB631,000 (for the year ended 31 December 2017: Nil).

Selling and Administrative Expenses

Selling and administrative expenses increased from approximately RMB16.3 million for the year ended 31 December 2017
to approximately RMB27.5 million for the year ended 31 December 2018, mainly attributable to an increase of
approximately RMB5.6 million in listing expenses charged to administrative expenses in the Reporting Year compared to
that for the year ended 31 December 2017. The increase in administrative expenses was also partially due to (i) an
increase in employee benefits expenses resulted mainly from an increase in number of employees and salaries and
bonuses as well as an increase in Directors’ remuneration; (i) an increase in auditors’ remuneration and (iii) professional
service fees incurred after the Listing of shares of the Company on the Main Board of the Stock Exchange on 1 June 2018
(the “Listing Date").

Income Tax Expense

The Group's income tax expense decreased by approximately 14.7% from approximately RMB12.4 million for the year
ended 31 December 2017 to approximately RMB10.5 million for the year ended 31 December 2018. The decrease was
primarily attributable to a decrease in the Group’s profit before income tax for the year ended 31 December 2018
compared to that for the year ended 31 December 2017.

Profit Attributable to Owners of the Company

For the year ended 31 December 2018, the Group’s profit attributable to owners of the Company was approximately
RMB5.8 million (for the year ended 31 December 2017: approximately RMB19.2 million). If the one-off listing expenses of
approximately RMB12.6 million charged to the administrative expenses for the year ended 31 December 2018 (for the
year ended 31 December 2017: approximately RMB6.9 million) was excluded, the profit attributable to owners of the
Company of approximately RMB18.4 million for the year ended 31 December 2018 would be approximately 29.6% lower
than that for the year ended 31 December 2017. The decrease in the Group's profit attributable to owners of the
Company was mainly due to (i) a decrease in gross profit resulted from a decrease in revenue from uploading and
unloading services and an increase in cost of sales as mentioned above and (i) an increase in selling and administrative
expenses as mentioned above.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and Financial Resources

Net Current Assets

The Group recorded net current assets of approximately RMB169.5 million as at 31 December 2018, while the net current
assets as at 31 December 2017 was approximately RMB89.7 million.

Borrowings and Gearing Ratio
As at 31 December 2018, the Group did not have any borrowings (as at 31 December 2017: Nil).

Treasury Policy

The Group adopts a prudent approach with respect to treasury and funding policies, with a focus on risk management
and transactions that are directly related to the businesses of the Group. Funds were primarily denominated in Renminbi
("RMB") and Hong Kong dollars.

Capital Structure
The capital structure of the Group consists of equity attributable to owners of the Company, which mainly comprises
issued share capital, share premium and retained earnings.

Significant Investments, Material Acquisitions and Disposals of Subsidiaries, Associates and Joint Ventures
There were no significant investments, material acquisitions or disposals of subsidiaries, associates or joint ventures by the
Group for the year ended 31 December 2018 (for the year ended 31 December 2017: Nil).

Pledge of Assets and Contingent Liabilities

As at 31 December 2018, the Group did not have pledge of assets, corporate guarantee and any significant contingent
liabilities (as at 31 December 2017: the Group had pledged certain land use rights, sea area use rights and property, plant
and equipment with the aggregate carrying amount of approximately RMB146.5 million as collaterals for certain banking
facilities of Maoming Tianyuan granted by PRC banks).

Foreign Exchange Risk

The Group'’s transactions were mainly conducted in RMB, the functional currency of the Group, and the major receivables
and payables were denominated in RMB. The Group's exposure to foreign currency risk related primarily to certain bank
balances and cash, and other payables maintained in Hong Kong dollars.

The Group did not use derivative financial instruments to hedge against the volatility associated with foreign currency

transactions and other financial assets and liabilities arising in the ordinary course of business during the Reporting Year
(during the year ended 31 December 2017: Same).
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MANAGEMENT DISCUSSION AND ANALYSIS

Human Resources and Remuneration

As at 31 December 2018, the Group employed 222 employees (as at 31 December 2017: 205 employees) with total staff
costs of approximately RMB21.4 million incurred for the year ended 31 December 2018 (for the year ended 31 December
2017: approximately RMB16.2 million). The increase of staff costs of the Group was mainly due to an increase in number
of employee and salaries and bonuses as well as an increase in the payment of Directors’ remuneration for the year ended
31 December 2018 compared to that for the year ended 31 December 2017. The Group’s remuneration packages are
generally structured with reference to market terms and individual merits.

Use of Net Proceeds from the Listing

The shares of the Company were listed on the Main Board of the Stock Exchange on 1 June 2018 with actual net
proceeds from share offer of the Listing of approximately HK$49.9 million (equivalent to approximately RMB40.7 million)
(after deducting underwriting fees and commissions and related expenses).

During the Reporting Year, the use of proceeds was in line with that disclosed in the Prospectus. Uses of net proceeds as
at 31 December 2018 as follows:

Actual use
Approximately of proceeds from
Planned percentage of  the Listing Date to
use of proceeds net proceeds 31 December 2018
RMB’000 % RMB’000
The construction of the new phase of Zhengyuan
Terminal and the purchase of additional equipment
in connection with such expansion 36,644 90% 10,885
Working capital and other general corporate purposes 4,072 10% 2,565
Total 40,716 100% 13,450

Future Plans for Material Investments or Capital Assets
Save for the business plan disclosed in the Prospectus or in this Annual Report, there is no other plan for material
investments or capital assets as at 31 December 2018.

Final Dividend
The Board has proposed a final dividend of RMB0.013 per ordinary share for the year ended 31 December 2018,
amounted to RMB7.8 million based on 600,000,000 shares in issue as at 31 December 2018.

The proposed final dividend will be paid to shareholders of the Company (the “Shareholders”) whose names appear on
the register of members of the Company on Friday, 31 May 2019 (the “Eligible Shareholders”), if the proposal is
approved by the Shareholders at the forthcoming annual general meeting. It is expected that the final dividend will be
paid on or about Friday, 14 June 2019.

Dividends payable to Shareholders will be paid in Hong Kong dollars at the average exchange rate as quoted by the

People’s Bank of China for the five days before 23 March 2019, which is RMB1 to HK$1.17132. Each Eligible Shareholder
will receive a dividend of HK$0.01523 per ordinary share.
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MANAGEMENT DISCUSSION AND ANALYSIS

Annual General Meeting

The annual general meeting (the “AGM") of the Company is scheduled to be held on Thursday, 23 May 2019 (the “2019
AGM"). A notice convening the 2019 AGM will be published on the websites of the Stock Exchange and the Company
and despatched to the Shareholders in due course.

Closure of Register of Members

In relation to the AGM

For the purpose of determining the list of Shareholders who are entitled to attend and vote at the 2019 AGM, the register
of members of the Company will be closed from Monday, 20 May 2019 to Thursday, 23 May 2019, both dates inclusive,
during which period no transfer of shares of the Company will be registered. In order to qualify to attend and vote at the
2019 AGM, all completed share transfer instruments accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrar in Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration no later than 4:30 p.m. on Friday, 17 May 2019.

In relation to the Proposed Final Dividend

Subject to approval by the Shareholders in the 2019 AGM, for the purpose of determining the list of Shareholders who
are entitled to the proposed final dividend, the register of members of the Company will be closed from Wednesday, 29
May 2019 to Friday, 31 May 2019, both dates inclusive, during which period no transfer of shares of the Company will be
registered. In order to qualify for the proposed final dividend, all completed share transfer instruments accompanied by
the relevant share certificates must be lodged with the Company’s branch share registrar, Tricor Investor Services Limited,
at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration no later than 4:30 p.m. on Tuesday, 28
May 2019.

Capital Commitments
As at 31 December 2018, the Group had capital commitments for construction and acquisition of property, plant and
equipment amounting to approximately RMB36.0 million (as at 31 December 2017: approximately RMB55.8 million).

OUTLOOK AND PROSPECTS
Looking forward, despite uncertainties, the economy in the PRC is expected to grow steadily, the throughput of the port
industry in the PRC is expected to remain growth at slow rate in the near future.

The Group will strive to increase the cargo sources and diversify the cargo varieties, enhance the ancillary valued-added
port services and strengthen the relationship with our customers. The Group will continue to improve the operational
efficiency of the terminals and take advantage of the synergy effect with the new phase of Zhengyuan Terminal to
enhance its competitiveness.

Up to the date of this Annual Report, the construction of the new phase of Zhengyuan Terminal has been completed and
a testing and trial run period of about six months has commenced in March 2019. The new phase of Zhengyuan Terminal

is expected to be a major driving force for the potential growth in the Group’s cargo throughput in the future.

The Group may also explore to diversify its businesses to other areas including trading and storage businesses of oil
related goods and products to broaden our revenue streams and improve the return on equity.
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. YANG Jinming (#<&8) (“Mr. Yang"), aged 45, is the founder of our Group. He was appointed as our Director on
27 July 2015 and was re-designated as our executive Director on 21 September 2015. He is also the chairman of our
Board (the “Chairman”) and our chief executive officer (“Chief Executive Officer”) and the chairman of our nomination
committee. He is responsible for the overall management, strategic development and major decision-making of our
Group and has been managing our business for more than 12 years. He is also a director of each of the Company’s
subsidiaries: Mao Long Global Limited (FZ/3&EkAR A R)), Jin Yuan Group Management Limited (£)REEEREGRE A
&) (“Jin Yuan"), Maoming lJinyuan Company Limited* (k% &/RERAF) (“Maoming Jinyuan”), Maoming Zhengyuan
Trade Development Company Limited* (4 IEJRE B #E AR Q7)) (“Zhengyuan”) and Maoming Tianyuan Terminal
Operation Company Limited (&% T KRISEEAL & A R /A R]) (“Tianyuan”). Mr. Yang is also the sole director of Sino Ford
Enterprises Limited (181> % B BR A 7)), one of our Controlling Shareholders and is wholly-owned by Mr. Yang.

Mr. Yang obtained a business administration profession* (L& E %) from Guangdong Institute of Science and
Technology (E&R & EBHE#EREMT) in 1996. He also completed a Maoming Key Enterprises’ Chief Executive Upper-level
Intensive Course* (k% M E B EAH S AIHEI) at Tsinghua University (B AZ2).

Ms. TONG Wai Man (E£#) (“Ms. Tong"”), aged 43, was appointed as our executive Director on 21 September 2015.
She is responsible for administrative management of our Group and also serves on our remuneration committee. Ms.
Tong is also a director of Jin Yuan.

Prior to joining our Group, Ms. Tong worked as an administrative director of Tian Resource Investment Holding Limited (&
BRIBR BB PR A 7)) from April 2010 to September 2015. From January 2015 to December 2016, Ms. Tong was a
member of The Maoming City Committee of the 8th Chinese People’s Political Consultative Conference* (R EI A REUE
mEgEE \EXETEES).

Ms. Tong obtained a certificate in business administration in August 2012 and a master’s degree in business
administration in June 2013 from the University of South Australia.

Mr. SU Baihan (B%#H083) (“Mr. Su"), aged 38, was appointed as our executive Director on 21 September 2015. He is
responsible for overall financial and operation of our Group. Mr. Su is also a director of Maoming Jinyuan.

Prior to joining our Group, Mr. Su worked as a statistician, manager and project manager of the corporate banking
department of Maoming branch of China Guangfa Bank Company Limited (B2 iR7TA 5 BR A KA D 1T) from July
2003 to July 2011.

Mr. Su obtained a bachelor’s degree in specialised certified public accountants* (sEfF&&FEIZFI1E) in July 2003 from
the School of Accounting of Jiangxi University of Finance and Economics (T 78 8 48 K £2).

*  for identification propose only
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Mr. YANG Fan (#11), aged 32, was appointed as our non-executive Director on 21 September 2015. He is responsible
for overseeing the general corporate, financial and compliance affairs of our Group. Mr. Yang Fan is also the deputy
chairman of the board of directors of Maoming Jinyuan. Mr. Yang Fan was the non-executive director of Tourism
International Holdings Limited (jik 2 BIBE 5 3% A R A 7)) (formerly known as Jiayao Holdings Limited (R IZAEH R A ),
a company listed on the Main Board of the Stock Exchange (stock code: 1626) from 24 March 2014 to 17 March 2017,
and was appointed as the non-executive director in the same company again on 18 February 2019. Mr. Yang Fan is also
the sole shareholder and sole director of Fugang Holdings Limited (&8 & B BR 2 7)), which is interested in 4.5% of the
shares in issue of the Company.

Mr. Yang Fan obtained a bachelor of arts degree in June 2012 from the University of Cambridge. He further obtained a
master of science degree in financial economics in August 2013 from the University of Oxford.

Save as disclosed above, Mr. Yang Fan has not been a director of any listed companies over the past three years.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. PANG Hon Chung (&) (“Mr. Pang”), aged 45, was appointed as our independent non-executive Director on
10 May 2018. He is also the chairman of audit committee and a member of nomination committee of the Company.

Mr. Pang has over 16 years of professional accounting experience and considerable experience in special assurance and
advisory assignments in relation to corporate restructurings and fund raising exercises. He also has extensive experience in
corporate audits and consulting of pre-listing and listed companies, and medium to large private entities. Mr. Pang has
been a Certified Public Accountant recognised by the Hong Kong Institute of Certified Public Accountants (formerly
known as an Associate of the Hong Kong Society of Accountants) since April 2001. He has also been a member of the
Society of Chinese Accountants and Auditors since August 2014. Mr. Pang had worked at Ernst & Young for over eight
years. He joined Ernst & Young in March 2000 as a staff accountant and he left the firm as a senior manager in November
2008. Mr. Pang joined ZHONGHUI ANDA CPA Limited (formerly known as ANDA CPA Limited) in March 2010 as a senior
manager in the audit department, and he has been a partner of the firm since January 2014.

Mr. Pang obtained a bachelor’s degree in accountancy in November 1997 from the City University of Hong Kong.

Professor WU Jinwen (BF$858) (“Professor Wu"), aged 49, was appointed as our independent non-executive Director
on 10 May 2018. She is the chairman of remuneration committee and a member each of audit committee and
nomination committee of the Company.

Since August 1997, Professor Wu has served in various positions at the South China Normal University (Z£E3AT&0 K 22)
(“SCNU"). She was tutor, lecturer, assistant professor, in the School of Economics and Management* (A%7 & 32 £263) of
SCNU, and was appointed as professor of Department of E-commerce* (EF 75 X) in the School of Economics and
Management* (4 7E%E HZt) of SCNU in September 2012. Since December 2013, she was also appointed as the
director of the Institute of Population, Resources and Environment* (ZEFGRT#IAE A O & RIRIEMITATATE) of SCNU. In
addition, Professor Wu has actively participated in public services and taken on a number of posts, including acting as a
committee member of the Tenth and Eleventh Guangdong Provincial Committee of the Chinese People’s Political
Consultative Conference* (E+EMET—ETRFRARBAHEEZEREELZESZLE). She was also a committee
member for Guangdong Province in the China National Democratic Construction Association* (FEIR TEHEERE L
8) since June 2017.

*  for identification propose only
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

She obtained the doctorate degree in political economics* (BUAAKEZ4E L) from SCNU in December 2008. Professor
Wu was awarded the certificate of Guangdong Province professional and technical qualification* (B2 & E T & 15 :E)
in applied economics by the Guangdong Provincial Department of Human Resources and Social Security* (BRA AN E
TRAAEEREEE) in April 2012 and the postdoctoral certificate* (I 1-1&3& &) in psychology by the National Postdoctoral
Committee* (REIE A EIEZ E9) in May 2013.

Mr. HUANG Yaohui (&) (“Mr. Huang”), aged 66, was appointed as our independent non-executive Director on 10
May 2018 and a member each of audit committee and remuneration committee of the Company.

Mr. Huang has extensive experience in the banking industry. He was appointed as the general manager in September
1995 and further promoted as the head of Maoming branch of China Guangfa Bank Company Limited* (ERZEREIRTT
R&1H BBR AR %% 59 17), where he retired from the post in September 2012.

Mr. Huang obtained a bachelor’s degree in economic administration* (A& & 2) in July 1995 from SCNU.

SENIOR MANAGEMENT

Mr. DING Fuxing (T &) (“Mr. Ding”), aged 57, is our general manager and is responsible for the operation and the
management of our Group. He joined our Group in November 2009 and has over 24 years of experience in corporate
management. He held various positions in our Group over the years, including the deputy general manager of Zhengyuan
from March 2014 to October 2014 and the director and general manager of Tianyuan since November 2014.

Prior to joining our Group, Mr. Ding held various position in Guangdong Maoming Bureau of Mines Gu Zhan Ling Coal
Mine* (BHRE X AES B 5 EETE) from June 1989 to July 2001, including technology officer from June 1989 to
March 1993, deputy manager of coal mine from April 1993 to June 1994, the manager of coal mine from July 1994 to
November 1997 and the party committee secretary as well as the manager of coal mine of from December 1997 to July
2001.

Mr. Ding obtained an economic administration profession* (A& &2 E %) in 1997 from Guangdong Open University (&
H R E) (formerly known as Guangdong Radio & TV University* (FE5R EEERAL)).

Ms. GAN Yanmin (H##8) (“Ms. Gan"), aged 43, is our deputy general manager and is responsible for the operation
and the management of our Group. She has assumed various positions since she joined Tianyuan, including the head of
the business department from March 2007 to August 2007, the deputy general manager and director since 2008.

Prior to joining our Group, Ms. Gan joined the New Staff Training Course* (¥7E% T #7512 3I3L) held by the Maoming
Branch of Industrial and Commercial Bank of China * (FB TRE17/%£%77) in October 1993. She received an
outstanding certificate awarded by the Communist Youth League of Industrial and Commercial Bank of China Maoming
Branch Committee* (AFBE ITEIRITEKELZNITEE®) from 1997 to 1998. Ms. Gan also worked as the business
executive of the marketing department of China United Telecommunications Group Company Limited Maoming Branch*
(P EEE A S BE AR A RX BT DA F]) from October 1999 to April 2002.

Ms. Gan obtained an accounting (computer science) profession* (&&+2 (5t E#FEAH) E3) from Guangdong Open
University (BB AE) (formerly known as Guangdong Radio & TV University* (&R EEER AE)).

*  for identification propose only
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SENIOR MANAGEMENT

Mr. LUO Lifeng (Z3Z£8) (“Mr. Luo"), aged 31, is the chief financial officer of our corporate finance department and is
responsible for financial management of our Group. He joined our Group in September 2015 and has been the financial
officer of Maoming Jinyuan since then.

Prior to joining our Group, he worked at Ernst & Young from October 2012 to May 2015 with the last position being
senior accountant at the assurance department. He also worked as the manager of the financial management centre of
the real estate segment of Maoming Tianyuan Trade Development Company Limited* (k&M X REZEE AR A F)
from June 2015 to September 2016.

He completed the undergraduate course in financial management at Jinan University in June 2012.

COMPANY SECRETARY

Mr. HUNG Chung Wah (GE£#£2) (“Mr. Hung”), aged 42, was appointed as our company secretary and financial
controller on 10 May 2018 and possesses over 18 years of experience in accounting and auditing. Since November 2002,
Mr. Hung has been certified as a Financial Risk Manager by the Global Association of Risk Professionals. He has been a
Certified Public Accountant accredited by the Hong Kong Institute of Certified Public Accountants since January 2004 and
a Fellow of the Association of Chartered Certified Accountants since November 2007.

Prior to joining our Group, Mr. Hung worked at Ernst & Young with his last position as Audit Senior from February 2004
to May 2005. From May 2005 to May 2006, Mr. Hung worked as company secretary and qualified accountant at CCID
Consulting Company Limited, a company listed on the GEM Board of the Stock Exchange (stock code: 8235). From
August 2006 to May 2008, Mr. Hung worked as company secretary, qualified accountant and finance manager at Kenfair
International (Holdings) Limited (now known as Elife Holdings Limited), a company listed on the Main Board of the Stock
Exchange (stock code: 223). He also worked as finance manager at Kenfair International Limited from August 2006 to
October 2009. Mr. Hung then worked as chief financial officer at United Food Holdings Limited (Singapore Stock Code:
AZR) from March 2010 to September 2015.

Mr. Hung obtained a bachelor of business administration (honours) in accountancy degree with first class honours in
November 1999 from City University of Hong Kong.

*  for identification propose only
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CORPORATE GOVERNANCE PRACTICES

The Board recognizes the importance of good corporate governance standards and internal procedures so as to achieve
effective accountability and enhance Shareholders’ value.

The Board is of the opinion that, since the Listing Date and up to 31 December 2018 (the “Reporting Period”), the
Company has complied with applicable code provisions of the Corporate Governance Code (the “CG Code") as set out in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”), except for Code
provision A.2.1 which requires the roles of chairman and chief executive to be separate and not to be performed by the
same individual. The Board is of the view that there is adequate balance of power and authority in place as all major
decisions have been made in discussion among Board members and appropriate Board committees. In addition, there are
three independent non-executive Directors on the Board offering their experiences, expertise, independent advice and
views to the Board's affairs from different perspectives. Therefore, it is in the best interest of the Company that Mr. Yang
Jinming, with his in-depth knowledge in the businesses and extensive experience of the operations of the Group, shall
assume his dual capacity as the Chairman and Chief Executive Officer.

Further, code provision C.2.5 requires the issuer should have an internal audit function. The Company does not establish
a standalone internal audit department, however, the Board has put in place adequate measures to perform the internal
audit function in relation to different aspects including (i) the Board has established formal arrangements to apply
financial reporting and internal control principles in accounting and financial matters to ensure compliance with the
Listing Rules and all relevant laws and regulations and (i) the Company engaged an external consultant to perform an
internal review on the scope determined by the Audit Committee. The Company considers that the existing organisation
structure and close supervision by the management and the abovementioned engagement of the external consultant can
maintain sufficient risk management and internal control of the Group. The Board will review the need to set up an
internal audit function from time to time and may set up an internal audit team if the need arises.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model code for Securities Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 to the Listing Rules as its code of conduct regarding Directors’ securities transactions. Having
made specific enquiry of all Directors, each of them confirmed that he/she has complied in full with the Model Code
throughout the Reporting Period.

In case when the Company is aware of any restricted period for dealings in the Company’s securities, the Company will
notify its Directors and relevant employees in advance.
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BOARD OF DIRECTORS

Responsibilities

The Board is responsible for the leadership and control of the Company, reviewing and monitoring the Group’s business
performance, formulating strategic business development, approving major funding and investment proposals, as well as
preparing and approving financial statements of the Group. The day-to-day management, administration and operation
of the Company are delegated to the Chief Executive Officer and the senior management of the Company. The delegated
functions and work tasks are periodically reviewed. Approvals must be obtained from the Board prior to any significant
transactions entered into by the aforesaid officers.

The Board is responsible for performing the corporate governance functions set out in provision D.3.1 of the CG Code. As
at the date of this Annual Report, the Board has reviewed and monitored: (a) the Company’s corporate governance
policies and practices, (b) training of Directors and senior management, (c) the Company’s policies and practices on
compliance with legal and regulatory requirements, (d) the Company’s code of conduct and (e) the Company’'s
compliance with the CG Code disclosures requirements.

Composition
During the year ended 31 December 2018 and up to the date of this Annual Report, the Board comprises three executive
Directors, one non-executive Director and three independent non-executive Directors:

Executive Directors:

Mr. Yang Jinming (Chairman and Chief Executive Officer)
Ms. Tong Wai Man

Mr. Su Baihan

Non-executive Director:
Mr. Yang Fan

Independent non-executive Directors:
Mr. Pang Hon Chung

Professor Wu Jinwen

Mr. Huang Yaohui

The biographical details of the Directors are set out in the section headed “Biographies of Directors and Senior
Management” on pages 11 to 14 of this Annual Report.

There was no financial, business, family or other material relationship among the Directors during the Reporting Period
and up to the date of this Annual Report.
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In compliance with Rule 3.10(1) of the Listing Rules, the Board currently comprises three independent non-executive
Directors, representing more than one-third of the Board. Each of the independent non-executive Directors has confirmed
by annual confirmation in writing that he has complied with the independence criteria set out in Rule 3.13 of the Listing
Rules. The Company considers that all three independent non-executive Directors are independent under these
independence criteria and are capable to effectively exercise independent judgement. The Directors are experienced in a
range of corporate and industry expertise. Amongst the three independent non-executive Directors, Mr. Pang Hon Chung
has the appropriate professional qualifications or accounting or related financial management expertise as required under
Rule 3.10(2) of the Listing Rules. Through active participation in the Board meetings and serving on various Board
committees, all independent non-executive Directors will continue to make various contributions to the Company.

Since the Listing Date, Mr. Yang Jinming, being an executive Director and the Chief Executive Officer of the Company,
will at least annually hold one meeting with the independent non-executive Directors without the presence of other
executive Directors.

There were regular and timely communications among the Directors and the senior management of the Group, the Board
was of the opinion that sound and effective corporate governance within the Group would suffice in monitoring and
mitigating legal and compliance risks. Proper insurance coverage in respect of legal actions against the Directors’ liabilities
has been arranged by the Company since 17 May 2018 and accordingly, the Company has complied with code provision
A.1.8 of the CG Code.

DIRECTORS’ CONTINUOUS PROFESSIONAL DEVELOPMENT

All newly appointed Directors will receive comprehensive, formal and tailored induction on the first occasion of their
appointment so as to ensure that they have appropriate understanding of the business of the Company and the
obligation and responsibility of being a director. Directors’ training is an ongoing process.

Pursuant to the provision A.6.5 of the CG Code, all Directors should participate in continuous professional development

to develop and refresh their knowledge and skills. This is to ensure that their contribution to the Board remains informed
and relevant.
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During the year ended 31 December 2018, all Directors have participated in continuous professional development to
develop and refresh their knowledge and skills in relation to their contribution to the Board. The individual training record
of each Director received during the Reporting Period is summarised below:

Attending training
course(s)/reading
Directors materials

Executive Directors

Mr. Yang Jinming v
Ms. Tong Wai Man v
Mr. Su Baihan v

Non-executive Director
Mr. Yang Fan v

Independent non-executive Directors

Mr. Pang Hon Chung v
Professor Wu Jinwen v
Mr. Huang Yaohui v

BOARD MEETINGS

Provision A.1.1 of the CG Code prescribes that at least four regular Board meetings should be held in each year at
approximately quarterly intervals with active participation of majority of Directors, either in person or through other
electronic means of communication. The Board will schedule to have at least four regular meetings in a year. Notice of at
least 14 days will be given of a regular Board meeting.

For other Board meetings, reasonable notice will generally be given. All Board committee meetings require a notice of at
least seven days to be given, unless such notification is waived by all members of the respective Board committees. The
agenda and accompanying Board papers are despatched to the Directors or Board committee members at least three days
before the meetings to ensure that they have sufficient time to review the papers and be adequately prepared for the
meetings. When Directors or Board committee members are unable to attend a meeting, they will be advised of the
matters to be discussed and given an opportunity to make their views known to the Chairman prior to the meeting.
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Minutes of the Board meetings and Board committee meetings are/will be recorded in sufficient detail to include the
matters considered by the Board and the Board committees and the decisions reached, including any concerns raised by
the Directors. Draft minutes of each Board meeting and Board committee meeting are/will be sent to the Directors for
comments within a reasonable time after the date on which the meeting is held.

Due to the fact that the Company was listed on 1 June 2018, two Board meetings have been held during the Reporting
Period. The attendance records of the respective Directors to these Board meetings are set out below:

Attendance/

Meeting held

during the

Name of Director Reporting Period
Mr. Yang Jinming (Chairman and Chief Executive Officer) 2/2
Ms. Tong Wai Man 2/2
Mr. Su Baihan 2/2
Mr. Yang Fan 1/2
Mr. Pang Hon Chung 2/2
Professor Wu Jinwen 2/2
Mr. Huang Yaohui 2/2

Board members were provided with complete, adequate and timely information to allow them to fulfill their duties
properly.

BOARD COMMITTEES

The Board has established three committees, namely, (i) Remuneration Committee, (ii) Nomination Committee, and (iii)
Audit Committee with defined terms of reference. The terms of reference of the Board Committees, which explain their
respective role and the authority delegated to them by the Board, are available on the websites of the Company and the
Stock Exchange. The Board Committees are provided with sufficient resources to discharge their duties and, upon
reasonable request, are able to seek independent professional advice and other assistance under appropriate
circumstances, at the Company’s expenses.

The majority of the members of each Board committee are independent non-executive Directors and the list of the

chairman and members of each Board committee is set out under the section “Corporate Information” on page 2 of this
Annual Report.
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REMUNERATION COMMITTEE

The Company established the Remuneration Committee on 10 May 2018 with written terms of reference in compliance
with Rule 3.26 of the Listing Rules and provision B1.2 of the CG Code. During the Reporting Period, a majority of the
members of the Remuneration Committee are independent non-executive Directors and the Remuneration Committee
comprised the following members:

Professor Wu Jinwen (Independent non-executive Director and the chairman of the Remuneration Committee)
Mr. Huang Yaohui (Independent non-executive Director)
Ms. Tong Wai Man (Executive Director)

The primary duties of the Remuneration Committee are, among others, to review and approve the management'’s
remuneration proposals, make recommendations to the Board on the remuneration packages of the Directors and senior
management and ensure none of the Directors determine their own remuneration.

The members of the Remuneration Committee should meet at least once a year. Due to the fact that the Company was
listed on 1 June 2018, no Remuneration Committee meeting has been held during the Reporting Period.

Subsequent to the end of the year and up to the date of this Annual Report, the first meeting of the Remuneration
Committee was held on 23 March 2019 for, inter alia, reviewing the remuneration packages for individual executive
Directors and senior management and making recommendations to the Board. The attendance records of the respective
members of the Remuneration Committee at this meeting are set out below:

Attendance/
Meeting held from
the Listing Date
to the date of

this Annual Report

Professor Wu Jinwen (Chairman) 1N
Mr. Huang Yaohui 171
Ms. Tong Wai Man Il
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NOMINATION COMMITTEE

The Company established the Nomination Committee on 10 May 2018 with written terms of reference in compliance
with provision A5.2 of the CG Code. During the Reporting Period, a majority of the members of the Nomination
Committee are independent non-executive Directors and the Nomination Committee comprised the following members:

Mr. Yang Jinming (Executive Director and the chairman of the Nomination Committee)
Professor Wu Jinwen (Independent non-executive Director)
Mr. Pang Hon Chung (Independent non-executive Director)

The primary duties of the Nomination Committee are, among others, to review the structure, size and composition of the
Board and, make recommendations on the selection of individuals nominated for directorships and assess the
independence of independent non-executive Director.

Any member of the Nomination Committee may call for a meeting anytime when it is necessary. Due to the fact that the
Company was listed on 1 June 2018, no nomination committee meeting has been held during the Reporting Period.

Subsequent to the end of the year and up to the date of this Annual Report, the first meeting of the Nomination
Committee was held on 23 March 2019 and has, inter alia, reviewed the structure, size and composition of the Board
and assessed the independence of the independent non-executive Directors. The attendance records of the respective
members of the Nomination Committee at this meeting are set out below:

Attendance/
Meeting held from
the Listing Date
to the date of

this Annual Report

Mr. Yang Jinming (Chairman) 7
Professor Wu Jinwen 11
Mr. Pang Hon Chung 171
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NOMINATION POLICY

The key objectives of the nomination policy (the “Nomination Policy”) is to set out the principles which guide the

Nomination Committee of the Company to identify and evaluate a candidate for nomination to (i) the Board for

appointment or (ii) Shareholders for election, as a Director of the Company.

The Nomination Committee shall consider a number of factors in making nominations, including but not limited to the

following:

Skills, Experience and Professional Expertise: The candidate should possess the skills, knowledge, experience and
professional expertise which are relevant to the operations of the Company and its subsidiaries;

Diversity: Candidates should be considered on merit and against objective criteria, with due regard to the diversity
perspectives set out in the Board Diversity Policy of the Company;

Commitment: The candidate should be able to devote sufficient time to attend the Board meetings and participate
in induction, training and other board associated activities. In particular, if the proposed candidate will be
nominated as an independent non-executive Director and will be holding his/her seventh (or more) listed company
directorship, the Nomination Committee should consider the reason given by the candidate for being able to devote
sufficient time to the Board and committee meetings;

Standing: The candidate must satisfy the Board and the Stock Exchange that he/she has the character, experience
and integrity, and is able to demonstrate a standard of competence commensurate with the relevant position as a
director of the Company; and

Independence: The candidate to be nominated as an independent non-executive Director must satisfy the
independence criteria set out in Rule 3.13 of the Listing Rules. Where applicable, the totality of the candidate’s
education, qualifications and experience shall also be evaluated to consider whether he/she has the appropriate
professional qualifications or accounting or related financial management expertise for filling the office of an
independent non-executive Director .

Nomination Procedures

If the Nomination Committee determines that an additional or replacement director is required, the Committee may take

such measures that it considers appropriate in connection with its identification and evaluation of a candidate.

The Nomination Committee may propose to the Board a candidate recommended or offered for nomination by a

Shareholder as a nominee for election to the Board and the appointment or re-appointment of Directors and succession

planning for Directors is subject to the approval of the Board.
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On making recommendation, the Nomination Committee may submit the candidate’s personal profile and a proposal to
the Board for consideration. In order to be a valid proposal, the proposal must clearly indicate the nominating intention
and the candidate’s consent to be nominated and the personal profile must incorporate and/or accompanied by the full
particulars of the candidate that are required to be disclosed under the Listing Rules, including the information and/or
confirmation required under Rule 13.51(2) of the Listing Rules. If the candidate is proposed to be appointed as an
independent non-executive Director, his/her independence shall be assessed in accordance with the factors set out in Rule
3.13 of the Listing Rules, subject to any amendments as may be made by the Stock Exchange from time to time.

The Board shall observe the Board Diversity Policy and shall, subject to merit and suitability, continue in its endeavours to
introduce more diversity into the Board, taking into account professional experience and qualifications, gender, age,
cultural and educational background, and any other factors that the Board might consider relevant and applicable from
time to time towards achieving board diversity.

Each proposed new appointment, election or re-election of a Director shall be assessed and/or considered against the
criteria and qualifications set out in the Nomination Policy by the Nomination Committee which shall recommend its views
to the Board and/or the Shareholders for consideration and determination.

Monitoring and review of the Nomination Policy
The Nomination Committee will monitor the implementation of the Nomination Policy and from time to time review the
Nomination Policy, as appropriate, to ensure the effectiveness of the Nomination Policy.

AUDIT COMMITTEE

The Company established the Audit Committee on 10 May 2018 with written terms of reference in compliance with Rule
3.22 of the Listing Rules and provision C3.3 of the CG Code set out in Appendix 14 to the Listing Rules. The Audit
Committee comprised the following members:

Mr. Pang Hon Chung (Independent non-executive Director and the chairman of the Audit Committee)
Professor Wu Jinwen (Independent non-executive Director)
Mr. Huang Yaohui (Independent non-executive Director)

The primary duties of the Audit Committee are, among others, to make recommendation to our Board on the
appointment, reappointment and removal of external auditor, review the financial statements and material advice in
respect of financial reporting, oversee our financial reporting process, internal control, risk management systems and
audit process and perform other duties and responsibilities assigned by the Board.

The members of the Audit Committee should meet at least twice a year. Due to the fact that the Company was listed on

1 June 2018, one Audit Committee meeting has been held to discuss and approve the interim results during the
Reporting Period.
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The Audit Committee has, inter alia, reviewed the consolidated financial statements of the Group for the six months
ended 30 June 2018, including the accounting principles and practices adopted by the Group, as well as internal control
system of the Group. The attendance records of the respective members of the Audit Committee at these meetings are
set out below:

Attendance/
Meeting held
during the
Reporting Period

Mr. Pang Hon Chung (Chairman) 1N
Professor Wu Jinwen iVAl
Mr. Huang Yaohui 7

APPOINTMENT AND RE-ELECTION OF DIRECTORS
Each of the Directors has entered into a service agreement with the Company for a term of one year commencing from
the Listing Date until terminated by not less than two months’ notice in writing served by either party on the other.

Save as disclosed above, none of the Directors has entered into a service agreement or agreement for appointment with
the Company or any of its subsidiaries other than the agreement expiring or determinable by the employer within one
year without the payment of compensation (other than statutory compensation).

Each of the Directors is subject to retirement by rotation at least once every three years. According to the articles of
association of the Company (the “Articles of Association” or “Articles”), at each AGM of the Company, one-third of the
Directors for the time being (or, if their number is not a multiple of three (3), 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 by rotation at an
AGM of the Company at least once every three years. A retiring Director shall be eligible for re-election.

The Directors to retire by rotation shall include (so far as necessary to obtain the number required) any Director who
wishes to retire and not to offer himself for re-election. Any Director who has not been subject to retirement by rotation
in the three years preceding the AGM shall retire by rotation at such AGM. The Directors to retire by rotation in each year
shall be those who have been in office longest since their last re-election or appointment but, as between persons who
became or were last re-elected Directors on the same day, those to retire shall (unless they otherwise agree among
themselves) be determined by lot.

The Company may from time to time in general meeting by ordinary resolution elect any person to be a Director either to
fill a casual vacancy or as an additional Director. Any Director so appointed shall be subject to retirement by rotation.
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The Board shall have power from time to time and at any time to appoint any person as a Director either to fill a casual
vacancy or as an additional Director but so that the number of Directors so appointed shall not exceed the maximum
number (if any) determined from time to time by the Shareholders in general meeting. Any Director appointed by the
Board to fill a casual vacancy shall hold office only until the first general meeting of the Company after his appointment
and be subject to re-election at such meeting. Any Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following AGM of the Company and shall then be eligible for re-election. Any Director
appointed under this Article shall not be taken into account in determining the Directors or the number of Directors who
are to retire by rotation at an AGM.

In accordance with the Articles of Association of the Company, Mr. Yang Jinming, Ms. Tong Wai Man, Mr. Su Baihan,
Mr. Yang Fan shall retire at the 2019 AGM of the Company. Further, in accordance with the Articles of Association of the
Company, Mr. Pang Hon Chung, Professor Wu Jinwen and Mr. Huang Yaohui shall hold office only until the 2019 AGM
of the Company after their appointment and be subject to re-election at the 2019 AGM. All of the above retiring
Directors, being eligible, will offer themselves for re-election at the 2019 AGM of the Company.

BOARD DIVERSITY POLICY

The Company recognizes and embraces the benefits of having a diverse Board to enhance the quality of its performance
and hence the purpose of the Board Diversity Policy aims to build and maintain a Board with a diversity of Directors, in
terms of skills, experience, knowledge, expertise, culture, independence, age and gender. These differences will be taken
into account in determining the optimum composition of the Board. The Nomination Committee will discuss the
measurable objectives for implementing diversity on the Board from time to time and recommend them to the Board for
adoption. The Nomination Committee will report annually on the composition of the Board under diversified perspectives,
and monitor the implementation of this policy to ensure the effectiveness of this policy. It will also discuss any revisions
that may be required, and recommend any such revisions to the Board for consideration and approval.

DIRECTORS’ RESPONSIBILITIES IN RESPECT OF FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the financial statements that give a true and fair view of the state of
affairs of the Group and of the results and cash flow for that period. The financial statements are prepared in accordance
with the Hong Kong Financial Reporting Standards. The statement of the external auditor of the Company about its
responsibilities on the financial statements is set out in the independent auditor’s report on pages 54 to 58 of this Annual
Report.

EXTERNAL AUDITOR’S REMUNERATION

The Company has engaged PricewaterhouseCoopers as its external auditor for the year ended 31 December 2018 until
the conclusion of the forthcoming AGM of the Company. There was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or dismissal of the external auditor. During the year ended 31
December 2018, the fee paid/payable to PricewaterhouseCoopers in respect of its services relating to the audit of the
consolidated financial statements of the Company and its subsidiaries for the year ended 31 December 2018 was
approximately RMB1.4 million. There was no non-audit service fee incurred for the year ended 31 December 2018.

Accountability and Audit

The Directors have acknowledged by issuing a management representation letter to the Auditor that they bear the
ultimate responsibility of preparing the financial statements of the Group.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board is responsible for the risk management and internal control of the Group and for reviewing their effectiveness
in order to safeguard the Shareholders’ investment and the Group’s assets. Appropriate policies and procedures have
been designed to ensure maintenance of proper accounting records for the provision of reliable financial information for
internal use or for publication, ensure compliance of applicable laws, rules and regulations.

Procedures have been set up for safeguarding assets against improper use or disposal, controlling over capital
expenditure, maintaining proper financial and accounting records and ensuring the reliability of financial information used
for business and publication. Key risks that may impact on the Group’s performance are appropriately identified and
managed. Qualified management of the Group maintains and monitors the risk management and internal control systems
on an ongoing basis and reports to the Audit Committee at regular meetings. The Board has conducted a review of the
effectiveness of the risk management and internal control system of the Group and is reasonably satisfied that the Group
has fully complied with the CG Code in respect of risk management and internal controls during the year ended 31
December 2018. The systems and internal control can only provide reasonable and not absolute assurance against
material misstatement or loss, rather than eliminate the risks of failure to achieve business objectives.

The Board had reviewed the effectiveness of the Group’s internal control and risk management systems for the year
ended 31 December 2018 and is satisfied that, based on information furnished to it and on its own observations, the
present internal control systems of the Group are satisfactory.

COMPANY SECRETARY

The company secretary of the Company is Mr. Hung Chung Wah, whose biography details are set out in the section
headed “Biographies of Directors and Senior Management” of this Annual Report. Mr. Hung has been informed of the
requirement of the Rules 3.28 and 3.29 of the Listing Rules, and he confirmed that he had attained no less than 15 hours
of relevant professional training during the year ended 31 December 2018.

ALTERATIONS TO THE CONSTITUTIONAL DOCUMENTS

On 10 May 2018, the Company has adopted an amended and restated memorandum and articles of association, a copy
of which had been subsequently uploaded to the websites of the Company and the Stock Exchange. Save as disclosed
above, there had been no alterations to the constitutional documents of the Company during the year ended 31
December 2018 and up to the date of this Annual Report.

SHAREHOLDERS’ RIGHTS AND COMMUNICATION WITH SHAREHOLDERS

The Company aims to, via its corporate governance structure, enable all the Shareholders an equal opportunity to exercise
their rights in an informed manner and allow all the Shareholders to engage actively with the Company. Under the
Articles of Association, the Shareholder communication policy and other relevant internal procedures of the Company,
the Shareholders enjoy, among others, the following rights:
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Participation at General Meetings

The general meetings of the Company provide an opportunity for communication between the Shareholders and the
Board. An AGM of the Company shall be held in each year and at the place as may be determined by the Board. Each
general meeting, other than an AGM of the Company, shall be called an extraordinary general meeting (“"EGM").

Right to Put Enquiries to the Board

Shareholders may send their enquiries and concerns to the Board by addressing them to the company secretary of the
Company at Room C, 29/F., Tower B, Billion Centre, 1 Wang Kwong Road, Kowloon Bay, Hong Kong. The company
secretary of the Company is responsible for forwarding communications relating to matters within the Board’s direct
responsibilities to the Board and communications relating to ordinary business matters, such as suggestions and inquiries,
to the Chief Executive Officer of the Company.

Convening of EGM and Putting Forward Proposals at General Meetings

In accordance with the article 64 of the Articles, the Board may whenever it thinks fit convene extraordinary general
meetings. Extraordinary general meetings shall also be convened on the requisition of one or more Shareholders 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. Such requisition shall be made in writing to the Board or the company secretary of the
Company at Room C, 29/F., Tower B, Billion Centre, 1 Wang Kwong Road, Kowloon Bay, Hong Kong for the purpose of
requiring an EGM to be called by the Board 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 within 21 days of such deposit, the Board fails to
proceed to convene such meeting, 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 shall be reimbursed to the
requisitionist(s) by the Company.

Procedures for Nomination of Director

In accordance with the article 113 of the Articles, no person, other than a retiring Director, shall, unless recommended by
the Board for election, be eligible for election to the office of Director at any general meeting, unless a notice in writing
of the intention to propose that person for election as a Director and notice in writing by that person of his willingness to
be elected shall have been lodged at the Company’s principal office in Hong Kong at Room C, 29/F., Tower B, Billion
Centre, 1 Wang Kwong Road, Kowloon Bay, Hong Kong or at the Hong Kong branch share registrar of the Company at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong. The period for lodgement of the notices required under
this Article will commence no earlier than the day after the despatch of the notice of the general meeting appointed for
such election and end no later than seven days prior to the date of such general meeting and the minimum length of the
period during which such notices to the Company may be given will be at least seven days.
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Scope and Reporting Period

This is the first Environmental, Social, and Governance (the "ESG") Report by the Group, highlighting its ESG
performance, with disclosure reference made to the ESG Reporting Guide as described in Appendix 27 of the Listing Rules
and Guidance set out by The Stock Exchange of Hong Kong Limited.

This ESG report covers the Group’s overall performance in two subject areas, namely, Environmental and Social of the
business operations in Tianyuan Terminal (“Tianyuan”) and Zhengyuan Terminal (“Zhengyuan”), in the Shuidong port
area of the Port of Maoming, the People’s Republic of China (“PRC") from 1 January 2018 to 31 December 2018, unless
otherwise stated.

During the reporting period, the Group's total throughput were 3,941 thousand tonnes, providing principal services on:

1. Bulk cargo uploading and unloading services for coal, quartz sand, oil products, grains, asphalt and kaolinite; and

2. Related ancillary value-added port services such as storage at oil tanks and grain barns and equipment rental.
Stakeholder Engagement and Materiality

In order to identify the most significant aspects for the Group to report on for this ESG report, the Group regularly collects
views and discusses ESG issues with stakeholders through a variety of channels, such as online platform, annual reports,
surveys, regular dialogue and meetings. The Group also commissioned an independent third-party consultant to assist in
conducting a materiality analysis in environmental and social aspects. In the reporting year, the Group has specifically
engaged board members, senior management, frontline staff, customers and suppliers to gain further insights on ESG
material aspects and challenges, and have identified the following top 5 material aspects:

1. Waste and Effluent;

2. Occupational Health and Safety;

3. Customer Service;

4. Green and Sustainable Pier; and

5. Anti-corruption.

The Board is committed to closely monitoring the above aspects and will continue to identify areas of improvement. The

Group aims to keep close communication with its stakeholders for advancing economic benefits while improving ESG
performance and managing ESG-related risks, and to be prepared for future business development and challenges.
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Stakeholders’ Feedback

The Group welcomes stakeholders’ feedback on our environmental, social and governance approach and performance.

Please give your suggestions or share your views with us via email at ir_tianyuan@hotmail.com.

A. Environmental

A1l.

Emissions

During the reporting period, the Group did not note any cases of material non-compliance relating to air and
greenhouse gas (“GHG") emissions, discharge into water and land, and the generation of hazardous and
non-hazardous waste as required by the applicable laws and regulations.

The Group adopts environmental management system and strictly complies with national and local laws and

regulations related to environmental protection and pollution control, including but not limited to the

followings:

—  Environmental Protection Law of the PRC

— Air Pollution Prevention and Control Law of the PRC

—  Water Pollution Prevention and Control Law of the PRC

—  Marine Environmental Protection Law of the PRC

—  Emission Limits of Air Pollutants of Guangdong Province (DB44/27-2001)

—  Discharge Limits of Water Pollutants of Guangdong Province (DB44/26-2001)

—  Emission Standard for Industrial Enterprises Noise at Boundary (GB 12348-2008)

The Group regularly engages qualified professionals to conduct environmental assessment and provides

monitoring reports on wastewater, noise and air pollution (suspended particles) to ensure compliance with

standards and emission limits and related laws and regulations.

A1.1 Air Emissions
During the reporting year, liquified petroleum gas (“LPG") was used at canteen, petrol and diesel were
used for Group-owned light goods vehicles and other mobile machineries including forklifts,
contributing to the emissions of 0.61 kg of nitrogen oxides (“NO,”) and 0.93 kg of sulphur oxides

("SO,"). Respiratory suspended particles (“PM") emission was not reported due to lack of information
during the reporting period.
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A1.2 Greenhouse Gas Emissions

Emission
(in tonnes of

carbon dioxide Total
Scope of Greenhouse equivalent  Emission
Gas Emissions Emission Sources “tCOe") (in %)
Scope 1 Combustion of Fuels in  LPG 9.96 17
Direct Emissions Stationary Source
Combustion of Fuels in  Diesel 134.84
Mobile Sources Petrol 17.06
Release of Refrigerants from the 73.86
Operation of Equipment and Systems
Scope 2 Purchased Electricity 1,065.18 79
Energy Indirect Emission
Scope 3 Paper Waste Disposal 1.72 4
Other Indirect Emissions Fresh Water Consumption 55.93
Business Air Travel 0.21
Total 1,358.75 100

Notes:

— Emission factors were made reference to Appendix 27 of the Listing Rules and their referred documentation as set out by The
Stock Exchange of Hong Kong Limited, unless stated otherwise.

— Combined margin emission factor of 0.63 tCO,/MWh were used for purchased electricity.

There were 1,358.75 tonnes of carbon dioxide equivalent greenhouse gases (mainly carbon dioxide,
methane and nitrous oxide) emitted from the Group’s operations in the reporting period, with an
intensity of 0.34 tCO_e per thousand tonnes of total cargo throughput.

A1.3 Hazardous Waste
The Group's overall business did not involve generation of significant amount of hazardous waste, thus
no such data is being presented in this ESG report.

A1.4 Non-hazardous Waste

The Group generated approximately 29.10 tonnes of scrap metal from trimming works at the terminals
and 0.36 tonnes of paper waste during the reporting period.
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A1.5 Measures to Mitigate Emissions

The Group attaches great importance to emission reduction and mitigation, and has been adopting

below measures during daily terminal operation:

Dust Suppression and Prevention Measures

A total of 20 sprinklers have been installed at the terminals for spraying the storage zones and
dust suppression. Water sprinkling frequency varies, depending on the daily work schedule,
weather conditions and type of storage materials and products;

During the on-site management of loading and unloading of coal by crane and forklift, height of
loading and unloading are controlled and monitored to minimize fugitive emission of pulverized
coal;

Haul roads between ports and storage are cleaned at least once per week to remove accumulated
dust and fine particles and shall be sprayed with water to maintain wet surface for dust
suppression, together with enforced vehicle speed limit;

Tarpaulin covers are provided for coal storage;

Vehicles loading of coal shall not exceed the height of the container area, and loading must be
covered when vehicles are being driven; wheels of vehicles must be washed before leaving

terminals;

Maintain the terminal entrances clean by engaging external professional cleaning company to
clean entrance and nearby road surface at least once per day;

Enhance the environmental awareness of employees operating on cranes and forklifts; and

Strengthen the communication with clients to speed up the shipping out process of coal and
reduce duration of coal storage at the terminals.

Refrigerant

Refrigerant/blend R410A, R22 and R134a were used during the reporting period. The Group has

planned to gradually eliminate the use of R22 with more environmentally friendly refrigerant/blend like

R410A and R134a which do not contain chlorine and have relatively lower ozone depletion potential

("ODP") and global warming potential (“GWP") values. Nevertheless, the Group will implement

measures on ensuring air conditioning is used only when necessary for occupancy or proper cooling

temperature, adopting the use of electric fans and choosing energy efficient air conditioners in future

purchase, and ensuring regular maintenance on existing air conditioning systems.
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A1.6 Wastes Handling and Reduction Initiatives

Waste generation was minimal during daily operation of the terminals. For non—hazardous waste such
as paper waste and domestic waste, the Group engaged qualified municipal cleaning company for
waste collection and further handling. For scrap metal from trimming works, they are collected by third—
parties for waste compression and transferred back to manufacturing plants for scrap recycling.
Moreover, during the operation of oil tanker delivery, small amount of oil residue inside the pipelines
are cleaned using high flow nitrogen or steam blowing. Residue are then collected and returned to tank
trucks or pumped back into ships.

The Group has implemented waste reduction measures in terms of material procurement, materials
storage and maximized use of materials, as well as encouraging employees to make use of electronic
documents rather than physical documents, and practice double-sided printing when printout is
necessary.

A2. Use of Resources

The Group is committed to promoting green and effective terminal operations and has been practicing the

efficient use of resources by switching to cleaner fuels and maximizing water reuse during terminal

operations. The Group will consider developing relevant policies in the future.

A2.1

A2.2

Energy Consumption

The Group business operations resulted in a total energy consumption of 2,307,127 kWh, with an
energy intensity of 585.41 kWh per thousand tonnes of total cargo throughput. 1,689,820 kWh of
electricity was consumed for daily office and terminal operations; 3,300 kg of LPG was used at canteen;
and 6,331 litres of petrol and 51,529 litres of diesel were used for Group-owned light goods vehicles
and other mobile machineries such as forklifts.

Consumption

Energy Consumption Sources (in kWh)
LPG 45,997
Diesel 515,204
Electricity 1,689,820
Petrol 56,106
Total 2,307,127
Water Consumption

Fresh water consumption by the Group was 138,951 m? with an intensity of 35.26 m? per thousand
tonnes of total cargo throughput during the reporting period. Water was supplied by the municipal
water supply company and there were no issues in sourcing water that is fit for purpose. Water was
mainly used for dust compression on-site for haul roads and storage areas with coal and other materials.

TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

A3.

A2.3 Energy Use Efficiency Initiatives
During the reporting period, full electric operation of cranes is adopted at terminals instead of
conventional fuels. The Group will closely monitor and review current setting and system related to
energy consumption and will set up policies and procedures in the coming years. Currently, below
management measures are in place to reinforce the Group’s energy saving practice during operation
and overall environmental awareness within the workforce:

Fuel Saving Measures
—  Ensure existing forklifts meet China IV emission standards or above;

— Conduct routine maintenance for all vehicles and machineries to ensure that they are in good
operating conditions for achieving greater fuel efficiency; and

— Improve drivers’ driving techniques and operating skills.

Electricity Conservation Measures
—  Strengthen the environmental awareness of employees, and encourage the development of good
power saving habits;

— Adopt the use of energy—saving equipment, such as solar powered street lights and LED lights;
and

—  Reduce electrical appliances in standby mode, eliminate unnecessary consumption.

A2.4 Water Use Efficiency Initiatives
To reduce fresh water consumption, wastewater at terminals are being collected and treated on-site
with several sedimentation processes with a total capacity of 3,000 m3, followed by reusing the treated
wastewater with high pressure water pumps and sprinklers for dust suppression on-site. The Group will
further look into water conservation practice for terminal operations in the coming years.

A2.5 Packaging Material
The Group’s business did not involve any use of packaging materials, hence no data nor information is
being presented in this ESG report.

The Environment and Natural Resources

The Group has engaged external consultant to conduct environmental incident risk assessment for the
terminal operations, to gain insight of its business impact to the environment and natural resources. The
assessment will be beneficial to future development on management measures and policies on further
minimizing the Group’s overall environmental impacts.

A3.1 Significant Impacts of Activities on the Environment
The Group understands that its electricity consumption contributes to the Group’s biggest emission of
GHGs, with potential air pollution related to fugitive emission from coal and water pollution from
wastewater generated on-site. The Group strives to explore opportunities in optimizing natural resource
use, and minimizing its overall waste generation and GHG emissions, as well as implementing effective
recycling program for waste.
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B. Social
1. Employment and Labour Practices
B1. Employment
The Group had a total number of 212 employees as of 31 December 2018, in which all employees were
full-time employees from the PRC.
The Group did not note any cases of material non-compliance in relation to employment during the
reporting period, and the Group strictly complies with guidelines, national and local laws and
regulations, including but not limited to the followings:
—  Labour Law of the PRC
—  Labour Contract Law of the PRC
—  Employment Promotion Law of the PRC
—  Social Insurance Law of the PRC
—  Law of the PRC on the Prevention and Control of Occupational Diseases
—  Regulation on Paid Annual Leave for Employees

—  Regulation on Public Holidays for National Annual Festivals and Memorial Days

—  Discrimination (Employment and Occupation) Convention
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Workforce 2018
By Gender
Female 19%
Male 81%

By Employee Category

Senior Management 1%
Middle Management 11%
Frontline and Other Employees 88%

By Age Group

18-25 14%
26-35 37%
36-45 33%
46-55 15%
56 or above 1%

The Group has adopted human resources management system which maintains the rules and standards
on employees’ recruitment, working hours, leaves and holidays, compensation, business trip, salary
system and welfare, internal transfer and promotion, award and penalty, resignation, retirement and

dismissal.

Equal Opportunity
Equal opportunities are provided to all staff regardless of nationality, race, religious, age, sex or marital
status on recruitment, promotion, compensation, and training. Formal complaints or grievance
procedure are in place, and the Group strives to treat all employees equally, without any form of
workplace discrimination.
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Turnover

A total number of 15 employees, all from the PRC, left the Group during the reporting period,
contributing to overall turnover rate of 7%. The Group adjusts employees’ salary with reference to
market price and continues to provide welfare to employees to enhance their sense of belongings, such
as annual outing, monthly birthday celebration, external team building activities, festival celebration and
annual award dinner to recognize employees’ hard work and their contribution. The annual turnover
rates (categorized by gender and age groups) in the reporting period are as follows:

Turnover Rate 2018
By Gender
Female 0%
Male 9%

By Age Group

18-25 24%
26-35 9%
36-45 1%
46-55 0%
56 or above 0%
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B2.

Employee Health and Safety

During the reporting period, the Group did not note any cases of material non-compliance in relation to
health and safety laws and regulations, and strictly complies with national and local laws and
regulations, including but not limited to the followings:

—  Law of the PRC on the Prevention and Control of Occupational Diseases
—  Production Safety Law of the PRC

In particular, the Group closely monitors the requirement and guidelines as stated in the Measures for
the Supervision and Administration of Employers’ Occupational Health Surveillance and the Provisions
on Response to Public Health Emergencies.

The Group is committed to ensuring health, safety and welfare of its employees. The Group’s Safety
Production Management Manual has stated the Group’s leadership and each department’s
responsibilities on safety production. It also provides safety related targets, monitoring and evaluation
parameters, rewards and punishment, documentation, equipment repair and maintenance, training and
various work procedures involved in terminal operations.

Personal protection equipment (PPE) is provided to every employee according to their work positions,
and there are clear corporate regulations on the purchase, distribution, usage, replacement and disposal
of PPE. Municipal institution on occupational health and safety is engaged to carry out annual
occupational health check for employees and occupational risk assessment and monitoring of the
workplace. Fire drills are also carried out at least once per year to raise and maintain employees’
awareness and preparedness on emergencies.

During the reporting period, there were no work-related fatalities nor injuries from daily office and
terminal operations.

Occupational Health and Safety Data 2018

Work related fatality
Work injury cases >3 days
Work injury cases <3 days

o O O O

Lost days due to work injury
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B3.

B4.

Development and Training

The Group recognizes that training is very important to individual employees and business development,
thus the Group has established training and development management system to support employees’
on-the-job training and education, to enhance their knowledge and skills. The Group engaged both
internal experienced employees and external professionals as trainers for the courses. The Group has
also formulated annual training plan and system to encourage and support employees to participates
continuous education and various types of training as per their job requirements. The Group believes
that development and training create a win-win opportunity for both employees and sustainable
business. The Group will continue strengthening on-the-job training based on individual roles with
specific skills, and more training on overall safety awareness and operational skills will be provided for
frontline employees.

A total of 1,661 training hours were conducted in the reporting period. Percentage of employees
trained (categorized by gender and employee category) and the training hours (categorized by gender
and employee category) are shown below:

2018

Percentage of Employees Trained by Gender

— Male 64%

— Female 60%
Percentage of Employees Trained by Employee Category

— Senior Management 100%

— Middle Management 100%

— Frontline and Other Employees 58%
Average Training Hours Completed per Employee by Gender

— Male 8 hours

— Female 7 hours
Average Training Hours Completed per Employee by Employee Category

— Senior Management 39 hours

— Middle Management 17 hours

— Frontline and Other Employees 6 hours

Labour Standards

In pursuance of the Group’s human resources management system, the Labour Law of the PRC, the
Labour Contract Law of the PRC and other related national laws of the PRC, there was no child labour
nor forced labour working in the Group. No material non-compliance in relation to laws and regulations
regarding prevention of child and forced labour was recorded during reporting period. As stated in the
employment contract, the human resources department must carry out checks on background and
identification documents to authenticate information provided by job applicants and to ensure the hired
employees have met the age requirement.
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2.  Operating Practices

B5.

B6.

B7.

BS.

Supply Chain Management

The Group has engaged 66 local suppliers and contractors in the PRC during the reporting period,
mainly for their services on labour works regarding loading and unloading, supplies for fuels, repair and
maintenance works and daily office operation. When selecting suppliers and contractors, the Group has
procurement policies and selects suppliers and contractors based on various factors and conditions such
as businesses’ qualifications and reputation, as well as the products’ quality, delivery time, after-sales
service and price. Moreover, the Group regularly monitors and evaluates the performance of supplier
and contractors and ensures they meet the standards as required. The Group will consider integrating
elements related to environmental and social parameters when engaging suppliers and contractors in
the coming years.

Product Responsibility

During the reporting period, the Group did not note any cases of material non-compliance regarding
health and safety, advertising, labelling and privacy matters relating to products and services provided as
required by related laws and regulations. There were no recalls nor complaints received related to
products and service provided at the terminals. Clauses related to protection of the Group's intellectual
property and privacy matters are included in the employment contract.

Anti-corruption

The Group strictly abides by all laws and regulations related to anti-corruption. There was no concluded
legal case regarding corrupt practices brought against the Group or its employees and the Group did
not note any cases of non-compliance with laws and regulations on money laundering, bribery,
extortion, fraud or corruption during the reporting period. The Group has developed codes of conduct
and ethics to standardize professional conduct and business ethics, promoting honest and respectful
working culture, and preventing behaviours that may harm the interests of the Group and Shareholders.
As preventive measures for corruption or illegal conducts, the Group has provided whistle-blowing
channels to encourage employees to report directly to senior management if there are any suspected
cases.

Community Investment

The Group does not have policies on community engagement, nevertheless, the Group has been caring
for and supporting the local community in which the community’s economic incomes mainly rely on
shrimp farming and fishing. RMB 21,800 was donated to fund the community’s pension during the
reporting period.
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RISK FACTORS

The Group's business, financial condition, results of operations or growth prospects may be affected by risks and
uncertainties pertaining to the Group’s business. The following are some principal risks and uncertainties, which the
Group believes could affect its business, financial condition or results of operations or growth prospects. These principal
risks and uncertainties are by no means exhaustive or comprehensive, and there may be other factors in addition to those
shown below which are not known to the Group or which may not be material now but could turn out to be material in
the future.

ECONOMIC CONDITIONS AND SERVICE DEMAND

The Group is dependent upon the economic conditions of its major surrounding areas, which mainly include Guangdong
and Guangxi, to sustain its throughput. Should the economic growth of the Group’s major surrounding areas slow down,
the demand for the Group's services may decline, which could adversely and materially affect its business and results of
operations.

The Group's business and results of operations are subject to changes in its customers’ service demand, which in turn
depends on factors beyond the Group’s control. Any change in customers’ preferences, a decline in customers’ business
performance or diversion of customers’ business to the Group’s competitors could result in lower demand of the Group’s
services, which could have an adverse effect on the Group’s sales and profits.

INTENSIFYING COMPETITION

The Group is, to a certain extent, subject to the competition from other port operators located in Guangdong and
Guangxi. The Group is the largest handler of bulk cargo, such as coal and fuel oil in the Port of Maoming. However, other
port areas in the Port of Maoming, such as Bohe new port area and Jida port area are under construction or planned to
be constructed. The Group may be subject to intensified competition if the constructions of these other port area are
completed in the future.

OPERATING RISKS

The Group's operations are exposed to certain hazards associated with the goods it handles such as coal, oil products and
asphalt, including (i) leakage of flammable materials storage tanks; (ii) fires; and (iii) other environmental risks, etc.

The Group is still exposed to risks surrounding the aforementioned risks even though the Group has complied with
requisite safety requirements and standards.

CREDIT RISK

If any of the Group’s major customers experience financial difficulties and are unable to settle outstanding amounts due
to the Group in accordance with the service agreements and credit terms, the Group’s working capital position may be
unfavourably affected. There is no assurance that the Group will be able to fully recover its trade receivables from its
customers or that they will settle the Group’s trade receivables in a timely manner.

HIGHLY REGULATED INDUSTRY

The PRC port industry is highly regulated. Port operators are required to obtain a port operation licence as well as to
comply with strict regulations in respect of, among other things, operational management, supervision, inspection and
the uploading, unloading and storage of hazardous cargo. If the Group could not maintain its licences and qualifications,
the Group's business could be adversely and materially affected.
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The Board is pleased to submit its report and the audited consolidated financial statements of Tian Yuan Group Holdings
Limited for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and its subsidiaries are principally engaged in provision of bulk and
general cargo uploading and unloading services and related ancillary value-added port services in the PRC. The Group's
revenue is mainly derived from business activities in the PRC. An analysis of the Group’s income for the Reporting Year is
set out in note 5 to the consolidated financial statements of this Annual Report.

BUSINESS REVIEW

Further discussion and analysis of the business of the Group, including a fair review of the Group’s business, a discussion
of the principal risks and uncertainties faced by the Group, an indication of likely future developments in the business of
the Group and an analysis using financial key performance indicators, can be found in the section headed “Chairman’s
Statement”, “Management Discussion and Analysis” and “Risk Factors” of this Annual Report. Also, the financial risk
management objectives and policies of the Group can be found in note 3 to the consolidated financial statements of this
Annual Report. These discussions form part of this Directors’ Report.

RESULTS

The results of the Group for the Reporting Year are set out in the consolidated statements of comprehensive income on
page 59 of this Annual Report.

The state of affairs of the Group as at 31 December 2018 is set out in the consolidated balance sheets on pages 60 to 61
of this Annual Report.

The cash flows of the Group for the Reporting Year are set out in the consolidated statements of cash flows on page 63
of this Annual Report.

SHARE CAPITAL
Details of the movement in share capital of the Company are set out in note 21 to the consolidated financial statements
of this Annual Report.

RESERVES

Movements in the reserves of the Company and the Group during the Reporting Year are set out in note 22 to the
consolidated financial statements of this Annual Report.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the Reporting Year are set out in note
14 to the consolidated financial statements of this Annual Report.

FOUR YEAR FINANCIAL SUMMARY
A summary of the results and the assets and liabilities of the Group for the past four years is set out on page 112 of this
Annual Report.

DIRECTORS AND DIRECTORS’ SERVICE AGREEMENTS

The Directors of the Company who held office during the Reporting Year and up to the date of this Annual Report were:

Executive Director

Mr. Yang Jinming (Chairman and Chief Executive Officer)
Ms. Tong Wai Man

Mr. Su Baihan

Non-executive Director
Mr. Yang Fan

Independent non-executive Directors
Mr. Pang Hon Chung

Professor Wu Jinwen

Mr. Huang Yaohui

All Directors of the Company are subject to retirement by rotation as required by the Articles of Association of the
Company and the code provision of CG Code. In accordance with the Articles of Association of the Company, Mr. Yang
Jinming, Ms. Tong Wai Man, Mr. Su Baihan, and Mr. Yang Fan shall retire at the 2019 AGM of the Company. Further, in
accordance with the Articles of Association of the Company, Mr. Pang Hon Chung, Professor Wu Jinwen and Mr. Huang
Yaohui shall hold office only until the 2019 AGM of the Company after their appointment and be subject to re-election at
the 2019 AGM. All of the above retiring Directors, being eligible, will offer themselves for re-election at the 2019 AGM of
the Company.

Each of the Directors has entered into a service agreement with the Company and is subject to retirement by rotation at
least once every three years. Each service agreement with executive Directors is for an initial period of one year
commencing from the Listing Date. The service agreement with each Directors will be reviewed. The term of service for
each of the Directors shall be renewed for a term of three years.

Save as disclosed above, none of the Directors who are proposed for re-election at the forthcoming AGM has a service

contract with the Group which is not determinable within one year without payment of compensation (other than
statutory compensation).
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BIOGRAPHIES OF THE DIRECTORS AND SENIOR MANAGEMENT
The biographical details of the Directors and senior management of the Group are set out on pages 11 to 14 of this
Annual Report.

EMOLUMENT POLICY

The Group recruited and promoted individual persons according to their strength and development potential. The Group
determined the remuneration packages of all employees (including the Directors) with reference to individual performance
and current market rate. The remuneration committee of the Board is responsible for making recommendations to the
Board on the Company’s policy and structure for all Directors and senior management remuneration, having considered
the market competitiveness, individual performance and achievement. None of the Directors will determine their own
remuneration.

EMOLUMENTS OF DIRECTORS AND THE FIVE HIGHEST PAID INDIVIDUALS
Details of the emoluments of the Directors and the five highest paid individuals of the Group are set out in note(s) 31 and
9 to the consolidated financial statements of this Annual Report.

DIRECTORS’ INTERESTS IN CONTRACTS

Save and except for those disclosed under the paragraph headed “Connected and Related Party Transactions” below, no
transaction, arrangement or contracts of significance to which the Company or any of its subsidiaries was a party and in
which a Director or any entity connected with a Director had a material interest, whether directly or indirectly, subsisted
at the end of the year ended 31 December 2018 or at any time for the Reporting Period.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the management and administration of the whole or any
substantial part of the business of the Group were entered into or existed for the Reporting Year.

DIRECTORS’ INDEMNITIES AND INSURANCE

Subject to the applicable laws, every Director of the Company shall be entitled to be indemnified by the Company against
all costs, charges, losses, expenses and liabilities incurred by him in the execution and discharge of his duties or in relation
thereto pursuant to the Articles of the Company. Such provisions were in force during the course of the Reporting Year
and remained in force as of the date of this Directors’ Report.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN THE
SECURITIES OF THE COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2018, the interests and short positions of Directors or chief executive of the Company in the shares,
underlying shares or debentures of the Company or any of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the “SFO")) (i) which were required to be
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 they were taken or deemed to have under such provisions of the SFO); or (ii) which were
required, pursuant to section 352 of the SFO, to be entered in the register referred to therein; or (iii) which were required
to be notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers contained in Appendix 10 to the Listing Rules are as follows:

Interests in the Company

Approximate

Number of percentage of
Shares held interests in
Name Nature of Interest (long position) the Company
Mr. Yang Jinming Interest in a controlled Corporation (Note 1) 423,000,000 70.5%
Mr. Yang Fan Interest in a controlled Corporation (Note 2) 27,000,000 4.5%
Notes:
1. Mr. Yang Jinming beneficially owns 100% of the issued share capital of Sino Ford Enterprises Limited, which owns 423,000,000 shares of the

Company. Therefore, Mr. Yang is deemed, or taken to be, interested in such shares held by Sino Ford Enterprises Limited for the purpose of the SFO.
Mr. Yang is the sole director of Sino Ford Enterprises Limited.

2. Mr. Yang Fan beneficially owns 100% of the issued share capital of Fugang Holdings Limited, which owns 27,000,000 shares of the Company.
Therefore, Mr. Yang Fan is deemed, or taken to be, interested in such shares held by Fugang Holdings Limited for the purpose of the SFO. Mr. Yang
Fan is the sole director of Fugang Holdings Limited.

Interests in Associated Corporation of the Company

Approximate

Number of percentage
Name Name of associated corporation  Capacity shares held of interests
Mr. Yang Jinming Sino Ford Enterprises Limited Beneficial owner 1 100%

Save as disclosed above and so far as is known to the Directors, as at 31 December 2018, none of the Directors or chief
executive of the Company had or was deemed to have any other interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) (i)
which were required to be 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 they were taken or deemed to have under such provisions of the
SFO); or (ii) which were required, pursuant to section 352 of the SFO, to be entered in the register referred to therein; or
(iii) which were required to be notified to the Company and the Stock Exchange pursuant to the Model Code.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option Scheme”) on 10 May 2018. A summary of the principal
terms and conditions of the Share Option Scheme is set out as follows:

The Purpose of the Scheme

The purpose of the scheme is to attract and retain the best available personnel, to provide additional incentive to
employees (full-time and part-time), Directors, consultants, advisers, distributors, contractors, suppliers, agents, customers,
business partners or service providers of the Group and to promote the success of the business of the Group.

The Participants of the Scheme
The participants of the scheme include:

it

) any full-time or part-time employee, executive or officer of the Group;

(i) any Director (including independent non-executive Directors), consultant or advisor of the Group;

(i) any substantial shareholder of the Group; and

(iv)  any distributor, contractor, supplier, agent, customer, business partner or service provider of the Group.

The Maximum Number of the Shares

Pursuant to the Share Option Scheme (and any other share option schemes), the Company may grant share options to
eligible participants entitling to subscribe for a total up to 60,000,000 shares, representing 10% of the total number of
issued shares as at the Listing Date (excluding, for this purpose, shares which would have been issuable pursuant to
options which have lapsed in accordance with the terms of the Scheme or any other share option scheme of the
Company). The Company may, subject to the issue of a circular, the Shareholders’ approval in general meeting and/or
such other requirements prescribed under the Listing Rules, refresh this limit at any time to 10% of the shares in issue as
at the date of the Shareholders’ approval and/or grant options beyond the 10% limit to eligible participants specifically
identified by the Board. The above is subject to the condition that the maximum number of the shares which may be
issued upon exercise of all outstanding options granted and yet to be exercised under the Scheme and any other share
option schemes of the Company at any time shall not exceed 30% of the shares in issue from time to time.

Maximum Entitlement of Each Eligible Participant

The total number of the shares issued and which may fall to be issued upon exercise of the options granted under the
Scheme and any other share option schemes of the Company (including both exercised and outstanding options) to each
participant in any 12-month period shall not exceed 1% of the issued share capital of the Company for the time being.
Any further grant of options in excess of this 1% limit shall be subject to the issue of a circular, the approval of the
Shareholders in general meeting and/or other requirements prescribed under the Listing Rules.
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Time of Acceptance and Exercise of an Option

An offer for the grant of options must be accepted within 7 days inclusive of the day on which such offer was made. The
amount payable by the grantee of an option to the Company on acceptance of the offer for the grant of an option is
HK$1.

An option may be exercised in accordance with the terms of the Share Option Scheme at any time during a period as the
Board may determine which shall not exceed ten years from the date of grant subject to the provisions of early
termination thereof.

Subscription Price for Share
The subscription price of a share in respect of any particular option granted under the Share Option Scheme shall be a
price solely determined by the Board and notified to a participant and shall be at least the higher of:

(i) the closing price of the shares as stated in the Stock Exchange’s daily quotations sheet on the date of grant of the
option, which must be a Business Day;

(i) the average of the closing prices of the shares as stated in the Stock Exchange’s daily quotations sheets for the five
Business Days immediately preceding the date of grant of the option; and

(iiiy  the nominal value of a share on the date of grant of the option.

The Remaining Life of the Scheme

Subject to earlier termination by the Company in general meeting or by the Board, the Share Option Scheme shall be valid
and effective for a period of 10 years and shall expire at the close of business on the business day (for the purpose of
Share Option Scheme, any day on which the Stock Exchange is open for the business of dealings in securities) immediately
preceding 9 May 2028.

As at the date of this Annual Report, no option has been granted or agreed to be granted under the Share Option
Scheme.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY

So far as is known to the Directors, as at 31 December 2018, the following persons (not being Directors or chief executive
of the Company) had, or were deemed to have, interests or shorts positions in the shares, underlying shares or debentures
of the Company which would fall to be disclosed to the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which were required to be recorded in the register of interests required to be
kept by the Company under section 336 of the SFO:

Number of Shares Approximate

interested/held percentage of

Name Capacity/Nature of Interest (long position) interests
Sino Ford Enterprises Limited Beneficial owner 423,000,000 70.5%
Ms. Zhang Dan Interest of spouse (Note) 423,000,000 70.5%

Note: Ms. Zhang Dan is the spouse of Mr. Yang Jinming, who beneficially owns 100% of the issued share capital of Sino Ford Enterprises Limited, which in
turn owns 423,000,000 shares of the Company. Therefore, Ms. Zhang Dan is deemed, or taken to be, interested in such shares held by Mr. Yang
Jinming through his Sino Ford Enterprises Limited for the purpose of the SFO.

Save as disclosed above, as at 31 December 2018, the Directors were not aware of any other person (other than the
Directors or chief executive of the Company) who had or was deemed to have any interests or short positions in the
shares, underlying shares or debentures of the Company which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO or which were required to be recorded in the
register of interests required to be kept by the Company under section 336 of the SFO.

CONTROLLING SHAREHOLDERS' INTEREST

Save as the Connected and Related Party Transactions and the Non-Competition Undertakings set out below, there were
no contracts of significance between the Company or any of its subsidiaries and a controlling shareholder of the
Company or any of its subsidiaries nor any contracts of any significance for the provision of services to the Company or
any of its subsidiaries by a controlling shareholder of the Company or any of its subsidiaries.

Non-Competition Undertakings

On 10 May 2018, the Company entered into a deed of non-competition (the “Deed of Non-competition”) with Sino Ford
Enterprises Limited (“Sino Ford”) and Mr. Yang Jinming (collectively the “Controlling Shareholders” of the Company)
within the meaning of the Listing Rules in favour of the Company.
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Pursuant to the Deed of Non-competition, during the period that the Deed of Non-competition remains effective, each of
the Controlling Shareholders irrevocably and unconditionally undertakes to the Company (for itself and for the benefit of
each other member of the Group) that he/it shall not, and shall procure his or its close associates (other than members of
the Group) not to, among other things, directly or indirectly engage, participate or hold any right or interest in or render
any services to or otherwise be involved in any business in competition with or likely to be in competition with the existing
business activity of any member of the Group or any business activity to be conducted by any member of the Group from
time to time after the Listing, save for the holding of not more than 5% shareholding interests (individually or with her/
his/its close associates) in any company listed on a recognised stock exchange and at any time the relevant listed company
shall have at least one shareholder (individually or with her/his/its close associates, if applicable) whose shareholding
interests in the relevant listed company is higher than that of Mr. Yang or Sino Ford (individually or with her/his/its close
associates).

The details of the Deed of Non-competition have been disclosed in the section headed “Relationship with Controlling
Shareholders” in the Prospectus of the Company dated 18 May 2018.

Each of the Controlling Shareholders has given an annual declaration to the Company confirming that he/it has complied
with the non-compete undertakings provided to the Company under the Deed of Non-competition. The independent
non-executive Directors have reviewed the status of compliance and enforcement of the non-compete undertaking and
confirmed that all the undertakings thereunder have been complied for the Reporting Year.

CONNECTED AND RELATED PARTY TRANSACTIONS

Material related party transactions entered into by the Group during the year are set out in note 29 to the consolidated
financial statements of this Annual Report. These related party transactions also constitute de minimis connected
transactions or continuing connected transactions and exempt from the reporting, annual review, announcement and
independent Shareholder’s approval requirements under Chapter 14A of the Listing Rules.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year, none of the Directors or any of their respective associates had any interest in a business which competes
or is likely compete, either directly or indirectly, with the business of the Group.

FINAL DIVIDEND

The Board of the Company has proposed a final dividend of RMB0.013 per ordinary share for the year ended 31
December 2018, amounted to RMB7.8 million based on 600,000,000 shares in issue as at 31 December 2018.

The proposed final dividend will be paid to Shareholders whose names appear on the register of members of the

Company on Friday, 31 May 2019, if the proposal is approved by the Shareholders at the forthcoming AGM. It is
expected that the final dividend will be paid on or about Friday, 14 June 2019.
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Dividends payable to Shareholders will be paid in Hong Kong dollars at the average exchange rate as quoted by the
People’s Bank of China for the five days before 23 March 2019, which is RMB1 to HK$1.17132. Each Eligible Shareholder
will receive a dividend of HK$0.01523 per ordinary share.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases attributable to the major customers and suppliers
respectively during the year is as follows:

Percentage of the Group’s total

Sales Purchases
The largest customer 10.9% Not applicable
Five largest customers in aggregate 38.6% Not applicable
The largest supplier Not applicable 52.4%
Five largest suppliers in aggregate Not applicable 67.9%

None of the Directors, their close associates or any Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued shares) had any interests in the Group's five largest customers or suppliers.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, the Company’s distributable reserves as at 31 December 2018
amounted to approximately RMB221.5 million.

DIVIDEND POLICY
The Board considers sustainable returns to Shareholders to be one of the main objectives. Stable dividend payment to
Shareholders is the primary objective of the Company.

Under the applicable laws of the Cayman Islands and the Articles of Association of the Company, the Company shall pay
annual dividends to the Shareholders if the Group is profitable, operations environment is stable and there is no
significant investment or commitment made by the Group after taking into account the factors as described below and
determined by the Board from time to time. The remaining net profits will be used for Group’s development and
operations.
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The Board takes into account the following factors when proposing any dividend payout:

the Company’s actual and expected financial performance;

o retained earnings and distributable reserves of the Company and each of the members of the Group;

o the level of the Group’s debts to equity ratio, return on equity and the relevant financial covenants;

o any restrictions on payment of dividends that may be imposed by the Group'’s lenders;

o the Group's expected working capital requirements and future expansion plans;

o general economic conditions, business cycle of the Group’s business and other internal and external factors that
may have an impact on the business or financial performance and position of the Company; and

any other factors that the Board deem appropriate.

Any final dividends declared by the Company must be approved by an ordinary resolution of Shareholders at an AGM and
must not exceed the amount recommended by the Board. The Board may from time to time pay to the Shareholders such
interim dividends as appear to the Directors to be justified by the profits of the Group.

The form, frequency and amount of dividend payment by the Company are subject to any restrictions under the Cayman
Islands laws and the Company’s Restated Memorandum and Articles of Association. The Board reserves the right in its
sole and absolute discretion to update, amend, modify and/or cancel this Policy at any time, and this Policy shall in no way
constitute a legally binding commitment by the Company in respect of its future dividend and/or in no way obligate the
Company to declare a dividend at any time or from time to time.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles or the Companies Laws of the Cayman
Islands, being the jurisdiction in which the Company was incorporated.

RELIEF OF TAXATION

The Company is not aware of any relief from taxation available to the Shareholders by reason of their holding of the
shares of the Company. If the Shareholders are unsure about the taxation implications of purchasing, holding, disposing
of, dealing in, or exercising of any rights in relation to the shares of the Company, they are advised to consult an expert.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the listed securities of the
Company on the Exchange, by private arrangement or by way of a general offer throughout the year.

USE OF NET PROCEEDS FROM THE LISTING

The Company listed its shares on the Stock Exchange on 1 June 2018. Net proceeds from the Listing (after deducting
underwriting fees and commissions and related expenses) were approximately HK$49.9 million (equivalent to
approximately RMB40.7 million), which has been applied in the manner as disclosed in the Prospectus.
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As at 31 December 2018, the net proceeds from the Listing has been utilised as follows:

Planned use of Actual amount
net proceeds in utilised from
the manner the Listing Date
and proportion Approximate% up to Balance as at
as stated in of total actual 31 December 31 December
Use of net proceeds from the Listing the Prospectus net proceeds 2018 2018
RMB'000 RMB’000 RMB'000
The Construction of the new phase of
Zhengyuan Terminal and the purchase
of additional equipment in connection
with such expansion 36,644 90% 10,885 25,759
Working capital and other general
corporate purposes 4,072 10% 2,565 1,507
Total 40,716 100% 13,450 27,266

As at 31 December 2018, unutilised proceeds amounted to approximately HK$34.6 million (equivalent to approximately
RMB27.3 million), which will be applied in the construction of the new phase of Zhengyuan Terminal and the purchase of
additional equipment in connection with such expansion and working capital and other general corporate purposes.

As at the date of this Directors’ Report, the Directors do not anticipate any change to the plan as to use of net proceeds.

RETIREMENT BENEFIT SCHEMES
Details of the employer’s costs charged to the consolidated profit or loss for the year and the retirement benefit schemes
of the Group are set out in note 9 to the consolidated financial statements of this Annual Report.

CORPORATE GOVERNANCE

As a publicly listed company, the Directors recognise the importance of good corporate governance standards and
internal procedures so as to achieve effective accountability and enhance Shareholders’ value. Details of the corporate
governance are set out in the section headed “Corporate Governance Report” of this Annual Report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

As a responsible corporation, the Group strives to ensure minimal environmental impacts by carefully managing our
energy consumption, water usage and waste production. For further details, please refer to the Environmental, Social and
Governance Report of this Annual Report.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Group recognises the importance of compliance with regulatory requirements and the risk of non-compliance with
relevant requirements could lead to adverse impact on business operation and financial position of the Group. The Group
has been allocating staff resources to ensure ongoing compliance with rules and regulations and to maintain cordial
working with relevant authorities effectively through effective communications. To the best of knowledge of the
management of the Group, the Group has complied with relevant laws and regulations that have significant impact on
the operations of the Group during the year ended 31 December 2018.

ANNUAL GENERAL MEETING
The AGM of the Company is scheduled to be held on Thursday, 23 May 2019. A notice convening the 2019 AGM will be
published on the websites of the Stock Exchange and the Company and despatched to the Shareholders in due course.

CLOSURE OF REGISTER OF MEMBERS

In relation to the AGM

For the purpose of determining the list of Shareholders who are entitled to attend and vote at the 2019 AGM, the register
of members of the Company will be closed from Monday, 20 May 2019 to Thursday, 23 May 2019 (both days inclusive),
during which period no transfer of shares of the Company will be registered. In order to be eligible to attend and vote at
the 2019 AGM, all completed share transfer instruments accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong, no later than 4:30 p.m. on Friday, 17 May 2019.

In relation to the Proposed Final Dividend

For the purpose of determining the list of Shareholders who are entitled to the proposed final dividend, the register of
members of the Company will be closed from Wednesday, 29 May 2019 to Friday, 31 May 2019, both dates inclusive,
during which period no transfer of shares of the Company will be registered. In order to qualify for the proposed final
dividend, all completed transfer forms accompanied by the relevant share certificates must be lodged with the Company’s
Branch Share Registrar, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration no later than 4:30 p.m. on Tuesday, 28 May 2019.

DONATIONS

During the year, the charitable donation made by the Group amounting to approximately RMBO.1 million.

CONFIRMATION OF INDEPENDENCE

The Company has received from the independent non-executive Directors confirmations of independence (including an
annual confirmation from each of the independent non-executive Directors) pursuant to Rule 3.13 of the Listing Rules
and considers that all the independent non-executive Directors are independent of the Company under the Listing Rules.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, at least
25% of the Company’s total issued share capital was held by the public as at 31 December 2018 and up to the date of
this Annual Report.

IMPORTANT EVENT AFTER THE REPORTING PERIOD

The Board is not aware of any significant event requiring disclosure that has taken place subsequent to 31 December
2018 and up to the date of this Annual Report.

AUDIT COMMITTEE

The Company’s Audit Committee comprises of three independent non-executive Directors, namely Mr. Pang Hon Chung
(as chairman), Professor Wu Jinwen and Mr. Huang Yaohui. The consolidated financial statements of the Group for the
year ended 31 December 2018 together with the notes attached thereto have been reviewed by the Audit Committee.

INDEPENDENT AUDITOR
The accompanying financial statements were audited by PricewaterhouseCoopers. A resolution for the re-appointment of
PricewaterhouseCoopers as the auditor of the Company is to be proposed at the forthcoming AGM.

On behalf of the Board

Yang Jinming
Chairman and Chief Executive Officer

Hong Kong, 23 March 2019
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To the Shareholders of Tian Yuan Group Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

What we have audited

The consolidated financial statements of Tian Yuan Group Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 59 to 111, which comprise:

° the consolidated balance sheet as at 31 December 2018;

o the consolidated statement of comprehensive income for the year then ended;

o the consolidated statement of changes in equity for the year then ended;

° the consolidated cash flow statement for the year then ended; and

o the notes to the consolidated financial statements, which include a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2018, 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 (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Independence

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.

54 TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018



KEY AUDIT MATTERS

INDEPENDENT AUDITOR’S REPORT

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the

consolidated financial statements of the current period. These matters were addressed in the context of our audit of the

consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter identified in our audit is related to assessment on impairment of trade receivables.

Key Audit Matter

How our audit addressed the Key Audit Matter

Assessment on impairment of trade
receivables

Refer to Note 4(c) “critical accounting
estimates and judgments” and Note 17(a)
trade receivables to the consolidated
financial statements.

As at 31 December 2018, the Group’s gross
trade receivables amounted to
RMB8,998,000, with no provision made.

When assessing the impairment of trade
receivables, management estimated the
lifetime expected credit losses, taking into
account the aging of trade receivables,
customers’ repayment history, their current
financial position as well as their expected
operating results and ability to meet the
obligation.

We focused on this area because
management made significant judgement in
determining the impairment of trade
receivables.

Our audit procedures in relation to management’s assessment on the
impairment of the trade receivables included:

We understood and validated the key controls in place, including
management’s aging analysis review and regular assessment on
recoverability;

We tested, on a sampling basis, the accuracy of the trade receivables
aging report by examining the related contracts, invoices and weighting
documents of the uploading and unloading services;

We obtained management’s assessment on the trade receivables’
recoverability and performed our independent evaluation. We
corroborated management’s assessment by reviewing individual
customer’s credit profile and payment history;

We checked individual customer’s subsequent settlements. For the
customers with no subsequent settlement made, we also reviewed these
customers’ public credit reports to evaluate their financial capability;

We evaluated whether the historical loss rates were appropriately
adjusted for the forward—looking factors, such as the customers’ expected
operating results and their ability to meet the obligation.

Based on the work performed, we considered management’s judgement

made in relation to the impairment assessment of trade receivables was
supported by the evidence obtained.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises all of the
information included in the annual report other than 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.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company 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 audit committee are responsible for overseeing the Group's financial reporting process.

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.
We report our opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.
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As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

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

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

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

o 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.

° 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.

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, related safeguards.
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From the matters communicated with the audit committee, 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.

The engagement partner on the audit resulting in this independent auditor’s report is Ho Chiu Yin, Ivan.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 March 2019
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the year ended 31 December 2018

(All amounts expressed in RMB unless otherwise stated)

Year ended 31 December

2018 2017
Notes RMB’000 RMB'000
Revenue 5 82,393 81,599
Cost of sales 8 (34,264) (30,669)
Gross profit 48,129 50,930
Other income 6 1,061 4,055
Other gains — net 7 1,319 71
Selling and administrative expenses 8 (27,545) (16,295)
Operating profit 22,964 38,761
Finance income 10 631 =
Profit before income tax 23,595 38,761
Income tax expense 11 (10,534) (12,353)
Profit for the year 13,061 26,408
Other comprehensive income for the year - -
Total comprehensive income for the year 13,061 26,408
Profit and total comprehensive income attributable to:
Owners of the Company 5,849 19,244
Non-controlling interests 23 7,212 7,164
13,061 26,408
Earnings per share for profit attributable to owners of the
Company (expressed in RMB per share)
Basic and diluted 12 0.0109 0.0428

The above consolidated statements of comprehensive income should be read in conjunction with the accompanying

notes.
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CONSOLIDATED BALANCE SHEETS

As at 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

As at 31 December

2018 2017
Notes RMB’000 RMB’000
Assets
Non-current assets
Property, plant and equipment 14 148,842 128,829
Prepaid operating leases 13 44,118 45,708
Intangible assets 15 9,667 9,812
Prepayments 18 105 3,300
Deferred income tax assets 16 - 21
202,732 187,670
Current assets
Trade and other receivables 17 14,154 16,974
Amounts due from related parties 29 149 68,948
Prepayments and other assets 18 1,276 9,313
Term deposits 19 1,773 -
Cash and cash equivalents 20 176,755 19,391
194,107 114,626
Total assets 396,839 302,296
EQUITY
Equity attributable to owners of the Company
Share capital 21 4,895 -
Share premium 21 231,878 155,000
Other reserves 22 (21,088) (22,237)
Retained earnings 85,525 80,825
301,210 213,588
Non-controlling interests 23 70,668 63,456
Total equity 371,878 277,044
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CONSOLIDATED BALANCE SHEETS (CONTINUED)

As at 31 December 2018

(All amounts expressed in RMB unless otherwise stated)

As at 31 December

2018 2017
Notes RMB’'000 RMB’000
LIABILITIES
Non-current liabilities
Deferred income tax liabilities 16 308 308
308 308
Current liabilities
Other payables and accruals 24 17,263 15,824
Advances from customers - 1,930
Contract liabilities 5 1,854 -
Current income tax liabilities 5,536 7,190
24,653 24,944
Total liabilities 24,961 25,252
Total equity and liabilities 396,839 302,296

The above consolidated balance sheet should be read in conjunction with the accompanying notes.

The financial statements on pages 59 to 111 were approved by the Board of Directors on 23 March 2019 and were

signed on their behalf.

Yang Jinming
Director

Su Baihan
Director
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

Attributable to owners of the Company

Share
capital
RMB'000

Other
capital Capital
Share  reserves surplus

Statutory

surplus
reserve

Production
safety
reserve

premium (Note 22(a)) (Note 22(b)) (Note 22(c)) (Note 22(d))

RMB'000  RMB'000  RMB'000

RMB'000

RMB'000

Retained
earnings
RMB'000

Total
RMB'000

Non-
controlling
interests
RMB'000

Total
equity
RMB'000

For the year ended
31 December 2017

As at 1 January 2017
Profit and total
comprehensive
income for the year
Appropriation to
production safety
reserve
Appropriation to
statutory reserve

155,000 (64,894) 31,021

4,955

545

5176

960

63,086

19,244

(960)

(545)

194,344

19,244

56,292

7,164

250,636

26,408

As at 31 December
2017

155,000 (64,894) 31,021

5,500

6,136

80,825

213,588

63,456

277,044

For the year ended
31 December 2018

As at 1 January 2018

Profit and total
comprehensive
income for the year

Appropriation to
production safety
reserve

Capitalisation issue
(Note 21(b))

Shares issued pursuant
to the initial public
offering (Note 21(c))

Share issuance costs
(Note 21(c))

3,671

1,224

155,000 (64,894) 31,021

(3,671) - -

102,788 = -

(22,239) - -

5,500

6,136

1,149

80,825

5849

(1,149)

213,588

5,849

104,012

(22,239)

63,456

7.212

271,044

13,061

104,012

(22,239)

As at 31 December
2018

4,895

231,878 (64,894) 31,021

5,500

7,285

85,525

301,210

70,668

371,878

The above consolidated statements of changes in equity should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

Year ended 31 December

2018 2017

Notes RMB’'000 RMB’'000
Cash flow from operating activities
Cash generated from operations 26 31,270 42,289
Interest received 631 -
Income tax paid (12,167) (10,259)
Net cash generated from operating activities 19,734 32,030
Cash flow from investing activities
Proceeds from disposal of property, plant and equipment 414 -
Purchases of property, plant and equipment (19,860) (11,831)
Purchases of intangible assets (208) (2,507)
Decrease/(increase) in amounts due from related parties 68,948 (66,406)
Increase in term deposits (1,773) -
Net cash generated from/(used in) investing activities 47,521 (80,744)
Cash flows from financing activities
Proceeds from initial public offering of shares 21(c) 104,012 -
Professional expenses paid in connection with initial public of shares (13,903) -
Changes in amounts due to related parties - (1,898)
Net cash generated from/(used in) financing activities 90,109 (1,898)
Net increase/(decrease) in cash and cash equivalents 157,364 (50,612)
Cash and cash equivalents at beginning of the year 19,391 70,003
Cash and cash equivalents at end of the year 20 176,755 19,391

The above consolidated statements of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

64

GENERAL INFORMATION

Tian Yuan Group Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 27 July 2015 as an
exempted company with limited liability under the Companies Law (as revised) of the Cayman Islands. The address
of its registered office is Clifton House, 75 Fort Street, PO Box 1350, Grand Cayman, KY1-1108, Cayman lIslands.
The Company is an investment holding company and its subsidiaries (together referred to as the “Group”) are
principally engaged in provision of bulk and general cargo uploading and unloading services and related ancillary
value-added port services in The People’s Republic of China (“PRC"). The ultimate controlling shareholder of the
Group is Mr. Yang Jinming (Mr. Yang or the “Controlling Shareholder”).

On 1 June 2018, the Company has its shares listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

This consolidated financial statements are presented in Renminbi (“RMB"), unless otherwise stated. These financial
statements have been approved for issue by the Board on 23 March 2019.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This note provides a list of the significant accounting policies adopted in the preparation of these consolidated
financial statements. These policies have been consistently applied to all the years presented, unless otherwise
stated. The financial statements are for the group consisting of the Company and its subsidiaries.

2.1 Basis of preparation
(i) Compliance with HKFRSs and HKCO
The consolidated financial statements of the Group have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs"”) and requirements of the Hong Kong Companies Ordinance
("HKCO") Cap. 622.

(ii) Historical cost convention
The consolidated financial statements have been prepared on a historical cost basis.

(iii) New and amended standards adopted by the Group
The group has applied the following standards and amendments for the first time for their annual
reporting year commencing 1 January 2018:

Amendments to HKFRS 1 First time adoption of HKFRS

Amendments to HKFRS 2 Classification and measurement of share-based payment transactions

Amendments to HKFRS 4 Insurance contracts applying HKFRS 9 financial Instruments with
HKFRS 4 insurance contracts

Amendments to HKAS 28 Investments in associates and joint ventures

Amendments to HKAS 40 Transfers of investment property

HK (IFRIC) 22 Foreign currency transactions and advance consideration
HKFRS 9 Financial instruments
HKFRS 15 Revenue from contracts with customers

The group had to change its accounting policies and make certain retrospective adjustments following
the adoption of HKFRS 9 and HKFRS 15. Save for the impact of adoption of HKFRS 9 and HKFRS 15 set
out in Note 2.2(i), the adoption of other new and amended standards and interpretation did not have
any material impact on the Group’s financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued)
(iv) New standards and interpretations not yet adopted
A number of new standards and amendments to standards and interpretations that are relevant to the
Group but not yet effective for the financial year beginning at 1 January 2018 and have not been early
adopted by the Group are as follows:

Effective for
accounting periods
beginning on or after

HK (IFRIC) 23 Uncertainty over income tax treatment 1 January 2019
HKFRS 16 Leases 1 January 2019
HKFRS 9 (Amendment) Financial instruments on prepayment features

with negative compensation 1 January 2019
HKAS 19 (Amendment) Employee benefits on plan amendment,

curtailment or settlement 1 January 2019
HKAS 28 (Amendment) Long term interests in associates and joint

ventures 1 January 2019
Annual improvements 2015-2017 cycle 1 January 2019
HKFRS 17 Insurance contracts 1 January 2021
HKFRS 10 and HKAS 28 Sales or contribution of assets between an

(Amendment) investor and its associate or joint venture To be determined

None of these new standards and amendments to standards and interpretations is expected to have a
significant effect on the Group'’s financial statements, except for the following as set out below:

HKFRS 16 Leases

Nature of change

HKFRS 16 was issued in January 2016. It will result in almost all leases being recognized on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard, an
asset (the right to use the leased item) and a financial liability to pay rentals are recognized. The only
exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

Impact

The standard will affect primarily the accounting for the Group’s operating leases. As at 31 December
2018, the Group has non-cancellable operating lease commitments of RMB1,504,000 as disclosed in
Note 28(b). However, the Directors do not expect the adoption of HKFRS 16 would result in significant
impact on the Group's financial performance and positions except for the recognition of the right-of-
use assets and corresponding lease liabilities arising from accounting for operating leases by the Group
as a lessee.

Some of the commitments may be covered by the exception for short-term and low-value leases and
some commitments may relate to arrangements that will not qualify as leases under HKFRS 16.

Date of adoption by the Group

The standard is mandatory for financial years commencing on or after 1 January 2019. The Group does
not intend to adopt the standard before its effective date. The Group intends to apply the simplified
transition approach and will not restate comparative amounts for the year prior to first adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

2

66

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.2 Changes in accounting policies
The following explains the impact of the adoption of HKFRS 9 Financial Instruments and HKFRS 15 Revenue
from Contracts with Customers on the Group’s consolidated financial statements and the new accounting
policies as disclosed in Note 2.10 and Note 2.21 that have been applied from 1 January 2018, where they are
different to those applied in prior years.

(i)

(ii)

Impact on financial statements

The Group adopted HKFRS 15 using the modified retrospective approach which means that the
cumulative impact of the adoption (if any) will be recognized in retained earnings as of 1 January 2018
and that comparatives have not be restated.

The following table shows the adjustments recognized for each individual line item. Line items that were
not affected by the changes have not been included. The adjustments are explained in more detail
below.

Closing balance Opening balance

as at as at

31 December 2017 1 January 2018

— HKAS 18 Reclassify — HKFRS 15

RMB’000 RMB’000 RMB'000

Advances from customers 1,930 (1,930) -
Contract liabilities - 1,930 1,930

HKFRS 9 Financial Instruments — Impact of adoption

HKFRS 9 replaces the provisions of HKAS 39 that relate to the recognition, classification and
measurement of financial assets and financial liabilities, derecognition of financial instruments,
impairment of financial assets and hedge accounting.

Classification and measurement

There is no significant impact on the classification and measurement of its financial assets as the Group
does not have:

—  Debt instruments that are classified as available-for-sale financial assets;

—  Debt instruments classified as held-to-maturity and measured at amortized cost;

—  Equity investment measured at fair value through profit or loss.

There is no impact on the Group’s accounting for financial liabilities, as the new requirements only
affect the accounting for financial liabilities that are designated at fair value through profit or loss,

which are subject to HKFRS 9 and the Group does not have any such liabilities.

The derecognition rules have been transferred from HKAS 39 Financial Instruments: Recognition and
Measurement and have not been changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.2 Changes in accounting policies (Continued)

(ii)

(iii)

HKFRS 9 Financial Instruments — Impact of adoption (Continueq)

Impairment

The Group's significant financial assets, which are subject to the new expected credit loss model, include
trade receivables and other receivables. The Group was required to revise its impairment methodology
under HKFRS 9 for each of these classes of assets.

While term deposits with initial term over 3 months and cash and cash equivalents are also subject to
the impairment requirements of HKFRS 9, the identified impairment loss was immaterial.

For other receivables, management considers that its credit risk has not increased significantly since
initial recognition with reference to the counterparty historical default rate and current financial
position. The impairment provision is determined based on the 12-month expected credit losses which
is close to zero.

For trade receivables, the Group applies the simplified approach to provide for expected credit losses
which uses a lifetime expected loss for all trade receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk characteristics and the days past due. The
adoption of the simplified expected loss approach under HKFRS 9 has not resulted in any additional
impairment loss for trade receivables of the Group.

HKFRS 15 Revenue from Contracts with Customers — Impact of adoption

As a result of the changes in the Group’s accounting policies, as explained below, except for the
reclassification of the contract liabilities from advance from customers as detailed in Note 2.2(i), HKFRS
15 was generally adopted without restating any other comparative information. The adoption of HKFRS
15 in the current year does not result in any impact on the amounts reported in the consolidated
financial information and/or disclosures set out in the consolidated financial information except that, the
Group has adopted the following accounting policies on revenues with effect from 1 January 2018.

2.3 Subsidiaries
2.3.1 Consolidations

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the entity. Subsidiaries
are consolidated from the date on which control is transferred to the Group. They are deconsolidated
from the date that control ceases.

Non-controlling interests in group companies are present ownership interests and entitle their holders to
a proportionate share of the group company’s net assets in the event of liquidation. The Group
recognizes any non-controlling interest in the group company on acquisition-by-acquisition basis, either
at fair value or the present ownership interests’ proportionate share in the recognized amounts of the
group company’s identifiable net assets. All other components of non-controlling interests are measured
at their acquisition date fair value, unless another measurement basis is required by HKFRSs.

Intra-group transactions, balances and unrealized gains on transactions between group companies are

eliminated. Unrealized losses are also eliminated. When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s accounting policies.
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For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.3 Subsidiaries (Continued)
2.3.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are accounted for by the Company on the basis of
dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the year the
dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets
including goodwill.

2.4 Segment reporting

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

2.5

Foreign currency translation

(a)

(b)

Functional and presentation currency

[tems included in the consolidated financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates (‘the functional
currency’). The consolidated financial statements are presented in Chinese Renminbi (“RMB"), which is
the Company’s functional and the Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in
the profit or loss, except when deferred in other comprehensive income as qualifying cash flow hedges
and qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings are presented in the consolidated
statement of comprehensive income within finance expenses. All other foreign exchange gains and
losses are presented in the consolidated statement of comprehensive income within “other gains —
net”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.6 Property, plant and equipment
All property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the
assets.

Subsequent costs are included in the asset’s carrying amount or recognized 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
derecognized. All other repairs and maintenance are charged to profit or loss during the financial year in
which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful lives, as follows:

Annual

Estimated Estimated depreciation

useful life residual value rate

Buildings 3-40 years 0-3% 2.43%-33.33%
Terminal facilities 2-40 years 0-3% 2.43%-50.00%
Loading equipment 3-20 years 3% 4.85%-32.33%
Storage facilities 14-30 years 3% 3.23%-6.93%
Office equipment 3-10 years 0-3% 9.70%-33.33%
Transportation equipment 4-20 years 3% 4.85%-24.25%
Leasehold improvements 10 years 0% 10.00%

Construction-in-progress mainly represents terminal facilities under construction and is stated at cost less
accumulated impairment losses. Cost includes all direct costs relating to the construction and acquisition of
the assets.

No depreciation is provided for construction-in-progress until such time as the relevant assets are completed
and ready for intended use. Construction-in-progress is transferred to relevant categories of property, plant
and equipment upon the completion of their respective construction and depreciated in accordance with the
policy as stated above.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting year.

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

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognized within “other gains — net” in the consolidated statement of comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.7

2.8

2.9

Prepaid operating leases

Prepaid operating leases represent prepaid operating lease payments for land less accumulated amortization
and any impairment losses. Amortization is calculated using the straight-line method to allocate the prepaid
operating lease payments for land over the lease term of 40-70 years.

Intangible assets

Intangible assets represent the sea area use rights and computer software. Sea area use rights and computer
software are stated at cost less accumulated amortization and accumulated impairment losses. Cost
represents consideration paid for the rights to use the sea areas and computer software for years of 50 years
and 3 years. Amortization of sea area use rights and computer software are calculated on the straight-line
method over the year of 50 years and 3 years, respectively.

Impairment of non-financial assets

Assets that are subject to amortization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for
the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.

2.10 Financial assets

(a) Classification
From 1 January 2018, the Group classifies its financial assets in the following measurement categories:

o those to be measured subsequently at fair value (either through other comprehensive income
("OCI"), or through profit or loss), and

. those to be measured at amortized cost.

The classification depends on the entity’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial recognition to account for the equity investment
at fair value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when its business model for managing those
assets changes.

(b) Recognition and derecognition
Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the
Group commits to purchase or sell the asset. Financial assets are derecognized when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Group has
transferred substantially all the risks and rewards of ownership.
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For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.10 Financial assets (Continued)

(o)

(d)

(e)

Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in
profit or loss.

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

Impairment

From 1 January 2018, the Group assesses on a forward looking basis the expected credit losses
associated with its debt instruments carried at amortized cost. The impairment methodology applied
depends on whether there has been a significant increase in credit risk. Note 3.1.2 details how the
Group determines whether there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach permitted by HKFRS 9, which requires
expected lifetime losses to be recognized from initial recognition of the receivables.

Accounting policies applied until 31 December 2017

The Group has applied HKFRS 9, but has elected not to restate comparative information. As a result, the
comparative information provided continues to be accounted for in accordance with the Group’s
previous accounting policy.

Classification

The Group classifies its financial assets as receivables. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of its financial
assets at initial recognition.

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. If collection of the amounts is expected in one year or less, they are classified as
current assets. If not, they are presented as non-current assets. The Group’s receivables comprize “trade
and other receivables”, “amounts due from related parties” and “term deposits” and “cash and cash
equivalents” in the consolidated balance sheets (Notes 17, 19, and 20).

Impairment

The Group assesses at the end of each reporting year whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or
events) has an impact on the estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganization, and where observable data indicates
that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.1

2.12

2.13

2.14

2.15

2.16

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated balance sheets when
there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a
net basis or realize the asset and settle the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event of
default, insolvency or bankruptcy of the company or the counterparty.

Trade and other receivables and amounts due from related parties

Trade receivables are amounts due from customers for services performed in the ordinary course of business.
If collection of trade and other receivables and amounts due from related parties is expected in one year or
less (or within the normal operating cycle of the business if longer), they are classified as current assets. If not,
they are presented as non-current assets.

Trade and other receivables and amounts due from related parties are recognized initially at fair value and
subsequently measured at amortized cost using the effective interest method, less allowance for impairment.

Contract assets and liabilities

Upon entering into a contract with a customer, the Group obtains rights to receive consideration from the
customer and assumes performance obligations to transfer goods or services to the customer. The
combination of those rights and performance obligations gives rise to a net asset or a net liability depending
on the relationship between the remaining rights and the performance obligations. The contract is an asset
and recognized as contract assets if the measure of the remaining conditional rights to consideration exceeds
the satisfied performance obligations. Conversely, the contract is a liability and recognized as contract
liabilities if the measure of the remaining performance obligations exceeds the measure of the remaining
rights.

Other asset
Other asset mainly includes diesel that will be consumed in the ordinary course of business, and is initially
recognized at purchase price and subsequently recognized as expenses upon usage.

Cash and cash equivalents and term deposits

In the consolidated statements of cash flows, cash and cash equivalents include cash in hand and deposits
held at call with banks and other short-term highly liquid investments with original maturities of three months
or less.

Bank deposits with initial terms of over three months are included in “term deposits” in the consolidated
balance sheets.

Term deposits are excluded from cash and cash equivalents.
Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are
shown in equity as a deduction, net of tax, from the proceeds.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.17 Other payables and accruals
Other payables and accruals are classified as current liabilities if payment is due within one year or less (or
within the normal operating cycle of the business if longer). If not, they are presented as non-current
liabilities.

2.18

Other payables are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method.

Current and deferred income tax

The tax expense for the year comprizes current and deferred tax. Tax is recognized in the profit or loss, except
to the extent that it relates to items recognized in other comprehensive income or directly in equity. In this
case, the tax is also recognized in other comprehensive income or directly in equity, respectively.

(a)

(b)

()

Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries where the Company’s subsidiaries operate and
generate taxable income. Management periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognized, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognized if they arise from the initial recognition of goodwill,
the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in
a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantively enacted by the balance sheet date and are expected to apply when
the related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilized.

Outside basis differences

Deferred income tax liabilities are provided on taxable temporary differences arising from investments in
subsidiaries, except for deferred income tax liability where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable that the temporary difference will not reverse in
the foreseeable future.

Deferred income tax assets are recognized on deductible temporary differences arising from investments
in subsidiaries only to the extent that it is probable the temporary difference will reverse in the future
and there is sufficient taxable profit available against which the temporary difference can be utilized.

Offsetting

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.19 Employee benefits

2.20

(a)

(b)

(9]

Pension obligations

Pursuant to the relevant regulations of the PRC Governments, all the subsidiaries of the Group that
were established in the PRC (the “PRC Subsidiaries”) have participated in a local municipal government
retirement benefits scheme (the “Scheme”), whereby the PRC Subsidiaries are required to contribute a
certain percentage of the salaries of their employees to the Scheme to fund their retirement benefits.
The local municipal government undertakes to assume the retirement benefits of those employees of
the Group. Contributions under the Scheme are charged to profit or loss as incurred.

Bonus plan

Provisions for bonus plan due wholly within twelve months after the end of the reporting year is
recognized where contractually obliged or where there is a past practice that has created a constructive
obligation.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognized as
interest expense.

Employee leave entitlements

Employee entitlements to annual leave are recognized 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
balance sheet date.

Employee entitlements to sick leave and maternity leave are not recognized until the time of leave.

Provisions

Provisions are recognized when: the Group has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount
has been reliably estimated. Provisions are not recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a whole. A provision is recognized even if the
likelihood of an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognized as interest
expense.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.21 Revenue and other income recognition
Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for services provided, stated net of discounts and VATs (“value-added tax”). The Group recognizes
revenue when the amount of revenue can be reliably measured; when it is probable that future economic
benefits will flow to the entity; and when specific criteria have been met for each of the Group’s activities, as
described below. The Group bases its estimates on historical results, taking into consideration the type of
customers, the type of transactions and the specifics of each arrangement.

The Group recognizes revenue at the amount of consideration to which the Group expects to be entitled
when customers obtain control of relevant services.

At the beginning date of a contract, the Group should assess the contract to identify the individual contract
obligations in the contract, and to confirm whether the individual contract obligations are to be satisfied over
time or at a point in time and then recognize the revenue respectively when the individual contract obligations
are satisfied.

The following businesses of the Group belong to contract obligations to be satisfied over time, and the
corresponding revenue recognition methods are summarized as follows:

(a) Provision of services
Revenue from provision of uploading and unloading services is recognized when the services are
rendered.

(b) Rental income
Rental income on assets leased out under operating leases is recognized on the straight-line basis over
the lease period.

(c) Income from the provision of guarantee and pledging of assets as collaterals for certain
banking facilities of the related party
Income from the provision of guarantee and pledging of assets as collaterals for certain banking facilities
of a related party is recognized according to the monthly interest rate for time deposit of RMB for three
months published by the Industrial and Commercial Bank of China and the aggregate amount of the
banking facilities of the related party pledged by the group company.

The Group has applied HKFRS 15, but has elected not to restate comparative information. As a result,
the comparative information provided continues to be accounted for in accordance with the Group's
previous accounting policy.

(d) Income from trading
Income from trading belongs to contract obligations to be satisfied at a point in time and the
corresponding income is recognized when the control of goods is transferred to the buyer.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.21

2.22

2.23

2.24

Revenue and other income recognition (Continued)

(d) Income from trading (Continueq)
The Group distinguishes whether the Group is a principal or an agent in the transactions regarding
whether the Group has the control of goods when transferring the goods to the customer. Provided
that the Group has the control of goods before the transfer of the goods, it is acting as a principal and
should recognize revenue in the gross amount of consideration to which it expects to be entitled in
exchange for the specified goods transferred; otherwise it is acting as an agent and should recognize
revenue in the amount of any fee or commission to which the Group expects to be entitled in exchange
for arranging for the specified goods.

Government grants
Grants from the government are recognized at their fair value where there is a reasonable assurance that the
grant will be received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognized in the consolidated profit or loss over the
year necessary to match them with the costs that they are intended to compensate.

Interest income
Interest income is presented as finance income where it is earned from financial assets that are held for cash
management purposes, see note 10 below. Any other interest income is included in other income.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently become credit-impaired. For credit-impaired financial assets
the effective interest rate is applied to the net carrying amount of the financial asset (after deduction of the
loss allowance).

Financial guarantee contracts
Financial guarantee contracts are recognized as a financial liability at the time the guarantee is issued. The
liability is initially measured at fair value and subsequently at the higher of

o the amount determined in accordance with the expected credit loss model under HKFRS 9 Financial
Instruments; and

o the amount initially recognized less, where appropriate, the cumulative amount of income recognized in
accordance with the principles of HKFRS 15 Revenue from Contracts with Customers.

The fair value of financial guarantees is determined based on the present value of the difference in cash flows
between the contractual payments required under the debt instrument and the payments that would be
required without the guarantee, or the estimated amount that would be payable to a third party for assuming
the obligations.

Where guarantees in relation to loans or other payables of associates are provided for no compensation, the
fair values are accounted for as contributions and recognized as part of the cost of the investment.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.25

2.26

Operating leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases.

(a) The Group as lessee
Payments made under operating leases (net of any incentives received from the lessor) by the Group are
charged to the profit or loss on a straight-line basis over the lease period.

(b) The Group as lessor
Assets leased out under operating leases by the Group are included in the Group’s consolidated balance
sheets in accordance with their nature and where applicable, and are depreciated in accordance with
the Group’s depreciation policy as set out in Note 2.6. Rental income arising from assets leased out
under operating leases is recognized in accordance with the Group’s revenue recognition policy as set
out in Note 2.21(b) above.

Dividend distribution

Dividend distribution to the group company’s shareholders is recognized as a liability in the Group’s
consolidated financial statements in the year in which the dividends are approved by the group company’s
shareholders or directors, where appropriate.

3 FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk and cash flow interest rate risk), credit risk and liquidity risk. The Group's overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Group's financial performance.

Risk management is carried out by the financial department under policies approved by the board of directors.

3.1.1 Market risk
(@)  Foreign exchange risk
The Group operates in the PRC with most transactions being settled in RMB, which is the
functional currency of the group companies, except for certain transactions which are settled in
foreign currencies. The Group currently does not have a foreign currency hedging policy, and
manages its foreign currency risk by close monitoring over the movement of the foreign currency
rates.

Other than accruals of RMB559,000 and RMB4,549,000 as at 31 December 2018 and 2017 which
were denominated in HK$ or USD and cash and cash equivalents of RMB9,803,000 and
RMB71,000 as at 31 December 2018 and 2017 which were denominated in HK$, the Group had
no other material foreign currency denominated assets and liabilities. As at 31 December 2018
and 2017, if RMB had weakened/strengthened by 5% against HK$ and USD with all other
variables held constant, the post-tax profit for the year ended 31 December 2018 and 2017 would
have been RMB460,000 and RMB224,000 lower/higher, mainly as a result of foreign exchange
losses/gains on translation of HK$ or USD denominated financial assets and liabilities.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
3.1.1 Market risk (Continued)
(b)  Cash flow and fair value interest rate risk
Other than deposits held in banks and term deposits which are interest bearing, the Group does
not have other significant interest bearing assets and liabilities.

The annual interest rates of the Group’s deposits held in banks throughout the years ended 31
December 2018 and 2017 ranged from 0.01% to 0.35%. Any changes in interest rates are not
considered to have significant cash flow interest rate risk to the Group.

As at 31 December 2018, the annual interest rate of the Group’s term deposits balance was
1.85% per annum. The maturity term of the term deposits are within six months so there would
be no significant fair value interest rate risk to the Group.

3.1.2 Credit risk
The Group’s maximum exposure to credit risk is the carrying amounts of cash and cash equivalents,
trade and other receivables and amounts due from related parties.

All of the Group's trade receivables, other receivables and amounts due from related parties have no
collateral. The Group assessed the credit quality of the counterparties by taking into account their
financial position, credit history, forward looking information and other factors. Management also
regularly reviews the recoverability of these receivables and follow up the disputes or amounts overdue,
if any.

0] Cash and cash equivalents and term deposits
As at 31 December 2018 and 2017, substantially all the Group’s bank deposits were deposited
with major financial institutions incorporated in the PRC, which management believes are of high
credit quality without significant credit risk. The Group’s bank deposits as at 31 December 2018
and 2017 are as follows:

As at 31 December

2018 2017

RMB’000 RMB’000

Big four commercial banks (Note (i) 126,870 19,188
Other listed banks 51,639 189
Other non-listed banks 1 —
178,510 19,377

(i) Big four commercial banks include Industrial and Commercial Bank of China, China Construction Bank, Agricultural
Bank of China and Bank of China.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
3.1.2 Credit risk (Continueq)

(if)

Trade receivables

The Group applies the simplified approach to provide for expected credit losses prescribed by
HKFRS 9, which permits the use of the lifetime expected loss provision for all trade receivables. To
measure the expected credit losses, trade receivables have been grouped based on shared credit
risk characteristics. The Group trade receivables mainly represents the trade receivables from
customers and a related party for provision of uploading and unloading services and related
ancillary value-added port services.

For the trade receivables from third parties and related parties, the counterparties primarily large
corporation and has strong financial position and management considers the credit risk is not
high. The Group maintains frequent communications with the counterparties. Management has
closely monitored the credit qualities and the collectability of these receivables and consider that
expected credit risks of them are minimal in view of the history of cooperation with them and
forward looking information.

Based on historical experience, majority of the trade receivables were settled within credit term,
hence the expected loss rate of current trade receivables from provision of uploading and

unloading services and related ancillary value-added port services are assessed as follows:

During the year

ended 31 December Less than
2018 30days 31to60days 61to90days 91 to 180 days
Expected loss rate 0.1% 0.5% 1.5% 3%

The loss allowance provision for these balances was not material as at 31 December 2018.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
3.1.2 Credit risk (Continued)

(iii)

Other receivables and non-trade receivables due from related parties

The directors of the Group consider the probability of default upon initial recognition of asset and
whether there has been 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 risk of a default occurring on the assets as at the reporting date with the risk of default
as at the date of initial recognition. Especially the following indicators are incorporated:

o actual or expected significant adverse changes in business, financial economic conditions
that are expected to cause a significant change to the company’s ability to meet its
obligations;

o actual or expected significant changes in the operating results of the company;

o significant changes in the expected performance and behavior of the company, including
changes in the payment status of the third party.

Regardless of the analysis above, the Group uses four categories for these receivables which
reflect their credit risk and how the loss provision is determined for each of those categories.

A summary of the assumptions underpinning the Group's expected credit loss model is as follows:

Basis for recognition of
expected credit loss

Category Group'’s definition of categories provision

Performing Customers have a low risk of default and a 12 months expected losses.
strong capacity to meet contractual cash Where the expected lifetime
flows of an asset is less than 12

months, expected losses are
measured at its expected

lifetime
Underperforming  Receivables for which there is a significant Lifetime expected losses
increase in credit risk; as significant increase
in credit risk is presumed if interest and/or
principal repayments are 30 days past due
Non-performing Interest and/or principal repayments are 90 Lifetime expected losses
days past due
Write-off Interest and/or principal repayments are 120  Asset is written off

days past due and there is no reasonable
expectation of recovery

The Group reviews regularly the recoverable amount of each individual receivable to ensure that
adequate impairment losses are made for irrecoverable amounts. Over the term of the financial
assets, the Group accounts for its credit risk by appropriately providing for expected credit losses
on a timely basis. In calculating the expected credit loss rates, the Group considers historical loss
rates for each category of debtors, and adjusts for forward looking macroeconomic data.

TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
3.1.2 Credit risk (Continueq)
(i) Other receivables and non-trade receivables due from related parties (Continued)
As at 31 December 2018, management consider other receivables as low credit risk as
counterparties have a strong capacity to meet its contractual cash flow obligations in the near
term. The Group has assessed that the expected credit losses for these receivables are immaterial
under the 12 months expected losses method. Thus no loss allowance for these receivables was
recognized.

3.1.3 Liquidity risk
To manage the liquidity risk, the Group monitors and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the Group’s operations and mitigate the effects of
fluctuations in cash flows. The Group expects to fund its future cash flow needs through internally
generated cash flows from operations and borrowings from financial institutions.

The table below analyzes the Group’s non-derivative financial liabilities into relevant maturity groupings
based on the remaining years at the balance sheet dates to the contractual maturity dates. The amounts
disclosed in the table are the contractual undiscounted cash flows.

As at 31 December
Less than 1 year Less than 1 year

2018 2017

RMB’000 RMB’000

Other payables and accruals 11,350 11,294
11,350 11,294

3.2 Capital management
The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for Shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
Shareholders, return capital to shareholders, or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net borrowings divided
by total capital. Net borrowings are calculated as borrowings less cash and cash equivalents. Total capital is

calculated as “total equity” as shown in the consolidated financial statements.

No gearing ratio is presented as the Group had no borrowings as at 31 December 2018 and 2017.
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FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation

Financial instruments carried at fair value or where fair value was disclosed can be categorized by levels of the
inputs to valuation techniques used to measure fair value. The inputs are categorized into three levels within a
fair value hierarchy as follows:

(i) Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

(i) Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

(i)  Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (level 3).

The carrying amounts of the Group’s financial assets include cash and cash equivalents, trade and other
receivables and financial liabilities including other payables and accruals. Their carrying values approximated
their fair values due to their short maturities.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments used in preparing this consolidated financial statements are evaluated and based on
historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that may have a significant effect
on the carrying amounts of assets and liabilities within the next financial year are discussed below.

(a)

(b)

Income taxes and deferred taxation

The Group is subject to income taxes in the PRC. Significant judgment is required in determining the provision
for income taxes. There are many transactions and calculations for which the ultimate 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 difference will impact the income tax and deferred tax
provision in the year in which such determination is made.

Useful lives and residual values of property, plant and equipment

The Group’s management determines the estimated useful lives, residual values and related depreciation
charges for its property, plant and equipment, and reviews the useful lives and residual values periodically to
ensure that the method and rates of depreciation are consistent with the expected pattern of realisation of
economic benefits from property, plant and equipment. This estimate is based on the historical experience of
the actual residual values and useful lives of property, plant and equipment of similar nature and functions. It
could change significantly as a result of technical innovations and competitor actions in response to severe
industry cycles. If there are significant changes from previously estimated useful lives and residual values, the
amount of depreciation expenses may change.
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (Continued)
(c) Estimated impairment of receivables

For trade receivables (excluding non-financial assets), the Group applies the simplified approach to provide for
expected credit losses as prescribed by HKFRS 9, which requires the use of the lifetime expected loss
allowance for all trade receivables (excluding non-financial assets). The loss allowances for financial assets are
based on assumptions about risk of default and expected loss rates. The Group uses judgement in making
these assumptions and selecting the inputs to the impairment calculation, taking into account the aging of
trade receivables, customers’ repayment history, their current financial position as well as their expected
operating results and ability to meet the obligation at the end of each reporting period. Management
reassesses the provision at each balance sheet date.

5 SEGMENT INFORMATION
Management has determined the operating segments based on the reports reviewed by the chief operating
decision maker (“CODM"). The CODM, who is responsible for allocating resources and assessing performance of
the operating segment, has been identified as the executive directors of the Company.

The Group is principally engaged in the provision of bulk and general cargo uploading and unloading services and
related ancillary value-added port services in the PRC. The executive directors of the Company review the operating
results of the business on a terminal by terminal basis. Each terminal constitutes an operating segment. However,
these terminals have been aggregated into one segment, taking into consideration of (i) the terminals have similar
economic characteristics and regulatory environment, (i) major revenue and operating profits are generated from
the provision of uploading and unloading services; (i) the Group as a whole, has unified internal organizational
structure, management system and internal report system; and (iv) the Board allocates resources and evaluates
performance of the operating segments in aggregation from Group consolidated level. Therefore, the executive
directors of the Company regard that there is only one reportable segment which is used to make strategic
decisions.

No geographical information is presented as all the revenue and operating profits of the Group are derived in the

PRC and all the operating assets of the Group are located in the PRC, which is considered as one geographic
location with similar risk and returns.
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5 SEGMENT INFORMATION (Continued)
The revenue from external customers is mainly attributable to the PRC for the years ended 31 December 2018 and
2017. Revenue from major services provided to the external customers are as follows:

(@  The group derives revenue from the transfer of services over time as follows:

As at 31 December

2018 2017

RMB’'000 RMB’000

Revenue from provision of uploading and unloading services 77,058 77,886
Rental income 5,335 3,713
82,393 81,599

Rental income are recognized proportionately over the lease term.

Revenue from transactions with external customers amounting to 10% or more of the Group's revenue are as

follows:
Year ended 31 December
2018 2017
RMB’000 RMB’000
Customer A 8,948 9,686
(b) Contract liabilities
The Group has recognized the following revenue-related contract liabilities:
As at
31 December
2018
RMB’000
Contract liabilities related to uploading and unloading services 339
Contract liabilities related to rental services 1,515
1,854
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SEGMENT INFORMATION (Continued)
(b) Contract liabilities (Continued)
(i)  Revenue recognized in relation to contract liabilities
The following table shows the amount of revenue recognized for the year ended 31 December 2018
relates to the carried-forward contract liabilities balance.

Year ended
31 December
2018
RMB’000

Revenue recognized that was included in the contract liabilities balance

at 1 January 2018

Revenue from provision of uploading and unloading services 197
Rental income 1,733
1,930

(ii) Unsatisfied contracts
The Group has adopted a practical expedient methodology omitting disclosure of remaining
performance obligations as all related contracts have a duration of one year or less.

OTHER INCOME

Year ended 31 December

2018 2017
RMB’000 RMB’'000

Income from the provision of guarantee and pledging of assets as collaterals
for certain banking facilities of a related party (Note 29(b)(i)) 699 4,042
Commission income from trading and others 362 13
1,061 4,055
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OTHER GAINS — NET

Year ended 31 December

2018 2017

RMB’000 RMB’000

Net foreign exchange gain 992 -
Gains on disposals of property, plant and equipment 292 -
Others 35 71
1,319 71

EXPENSES BY NATURE

Year ended 31 December

2018 2017

RMB’000 RMB'000

Employee benefit expenses (Note 9) 21,422 16,153
Listing expenses 12,570 6,922
Depreciation of property, plant and equipment (Note 74) 8,276 7,870
Labour services fee 4,450 4,481
Repair and maintenance expenses 1,931 1,735
Business tax and other levies 1,806 982
Fuel expenditures 1,597 1,609
Amortization of prepaid operating leases (Note 13) 1,590 1,590
Electricity and water expenditures 1,479 1,492
Professional service expenses 1,434 -
Auditors’ remuneration 1,386 125
Travelling expenses 630 576
Transportation costs 616 500
Operating lease rentals 437 170
Insurance costs 413 236
Production safety expenses 384 697
Amortization of intangible assets (Note 15) 353 337
Office expenses 289 327
Other expenses 746 1,162
Total cost of sales, selling and administrative expenses 61,809 46,964
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9 EMPLOYEE BENEFIT EXPENSES

Year ended 31 December

2018 2017

RMB’'000 RMB’000

Salaries, wages and bonuses 17,781 12,948
Contributions to pension plans 1,931 1,856
Welfare, medical and other expenses 1,710 1,349
21,422 16,153

(a) Five highest paid individuals
The five individuals whose emoluments were the highest in the Group for the year ended 31 December 2018
include two (2017: three) directors whose emoluments are reflected in the analysis presented below. The
emoluments payable to the remaining three (2017: two) individuals during the year are as follows:

Year ended 31 December

2018 2017

RMB’000 RMB’000

Salaries, wages and bonuses 959 707
Contributions to pension plans 36 24
Welfare, medical and other expenses 6 -
1,001 731

The emoluments of these individuals of the Group fell within the following bands:

Number of individuals
Year ended 31 December
2018 2017

Emolument bands:
Nil to HK$ 1,000,000 3 2

10 FINANCE INCOME

Year ended 31 December
2018 2017

Interest income 631 -
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1"

88

INCOME TAX EXPENSE

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under the
Companies Law of Cayman Islands and accordingly, is exempted from Cayman Islands income tax. The Company’s
direct subsidiary in the British Virgin Islands was incorporated under the International Business Companies Act of
the British Virgin Islands and, accordingly, is exempted from British Virgin Islands income tax.

No provision for Hong Kong profits tax was provided as the Company and the Group did not have assessable profits
in Hong Kong during the years ended 31 December 2018 and 2017.

The income tax provision of the Group in respect of its operations in mainland China has been calculated at the
applicable tax rate on the estimated assessable profits for the years ended 31 December 2018 and 2017.

On 16 March 2007, the National People’s Congress approved the Corporate Income Tax Law of the PRC (the “CIT
Law"), which was effective from 1 January 2008. Under the CIT Law and the Implementation Rules of the CIT Law,
the standard tax rate of the PRC entities was 25% during the years ended 31 December 2018 and 2017.

According to the CIT Law and the Implementation Rules, starting from 1 January 2008, a withholding tax of 10% is
levied on the immediate holding companies outside the PRC when their PRC subsidiaries declare dividend out of
profits earned after 1 January 2008. A lower 5% withholding tax rate may be applied when the immediate holding
companies of the PRC subsidiaries are established in Hong Kong and fulfil requirements under the tax treaty
arrangements between the relevant authorities of Mainland China and Hong Kong.

Year ended 31 December

2018 2017
Current tax:
Current tax on profits for the year 10,513 12,353
Deferred income tax:
Decrease in deferred tax assets 21 -
10,534 12,353

The tax on the Group's profit before tax differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profit of the consolidated entities as follows:

Year ended 31 December

2018 2017

RMB’000 RMB’'000

Profit before income tax 23,595 38,761

Calculated at applicable corporate income tax rate 9,776 11,622
Tax effects of:

— Expenses not deductible for tax purpose 485 489

— Tax losses for which no deferred income tax asset was recognized 252 242

— Others 21 -

10,534 12,353
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12 EARNINGS PER SHARE

13

(a)

(b)

Basic
The basic earnings per share is calculated on the profit attributable to owners of the Company by the
weighted average number of ordinary shares in issue during the years ended 31 December 2018 and 2017.

Year ended 31 December

2018 2017
Profit attributable to owners of the Company (RMB’000) 5,849 19,244
Weighted average number of ordinary shares in issue (thousand shares) 537,000 450,000
Basic earnings per share (expressed in RMB) 0.0109 0.0428

Diluted
Diluted earnings per share presented is the same as the basic earnings per share as there were no potentially
dilutive ordinary shares issued during the years ended 31 December 2018 and 2017.

PREPAID OPERATING LEASES

The Group’s prepaid operating leases represent the payments for land located in Maoming, the PRC, with lease
terms of 40-70 years, which are analyzed as follows:

Year ended 31 December

2018 2017
RMB’000 RMB’000
At beginning of the year
Cost 59,003 59,003
Accumulated amortization (13,295) (11,705)
Net book amount 45,708 47,298
Amortization during the year (1,590) (1,590)
Closing net book amount 44,118 45,708
At end of the year
Cost 59,003 59,003
Accumulated amortization (14,885) (13,295)
Net book amount 44,118 45,708

Prepaid operating leases comprise cost of acquiring the rights to use certain land, which are all located in the PRC
as self-use buildings and facilities over fixed years.
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13 PREPAID OPERATING LEASES (Continued)

90

Amortization of the Group’s prepaid operating leases has been charged to consolidated profit or loss as follows:

Year ended 31 December

2018 2017

RMB’000 RMB’000

Cost of sales 956 956
Selling and administrative expenses 634 634
1,590 1,590

As at 31 December 2017, certain land with carrying amount of RMB32,418,000 was pledged as collaterals for
certain banking facilities of Maoming Tianyuan Trade Development Company Limited (“Maoming Tianyuan”) (Note
29(b)(i)). The pledge was released during 2018.
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14 PROPERTY, PLANT AND EQUIPMENT

Terminal Loading Storage Office Transportation Leasehold  Construction-
Buildings facilites  equipment facilites  equipment  equipment improvements in-progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Year ended

31 December

2017
Opening net book

amount 11,330 79,105 26,841 6,023 525 608 328 3,929 128,689
Additions - 332 588 - 200 6 - 6,384 8,010
Transfers 124 1,613 1,498 - - - - (3,235) -
Depreciation charge (598) (4,250) (2,304) (310) (203) (171) (34) - (7,870)
Closing net book

amount 10,856 76,800 26,623 5713 522 443 294 7,578 128,829
At 31 December

2017
Cost 14,374 115,656 39,562 8,929 2,183 1,326 354 7,578 189,962
Accumulated

depreciation (3,518) (38,856) (12,939) (3,216) (1,661) (883) (60) - (61,133)
Net book amount 10,856 76,800 26,623 5713 522 443 294 7,578 128,829
Year ended

31 December

2018
Opening net book

amount 10,856 76,800 26,623 5,713 522 443 294 7,578 128,829
Additions Akl 504 1,119 - 155 206 - 25,716 28,411
Transfers 758 1,850 1,824 - - - - (4,432) -
Disposals - - - - - (122) - - (122)
Depreciation charge (667) (4,423) (2,552) (310) (219) (103) (2) - (8,276)
Closing net book

amount 11,658 74,731 27,014 5,403 458 424 292 28,862 148,842
At 31 December

2018
Cost 15,843 118,010 42,505 8,929 2,338 1,410 354 28,862 218,251
Accumulated

depreciation (4,185) (43,279) (15,491) (3,526) (1,880) (986) (62) - (69,409)
Net book amount 11,658 74,731 27,014 5,403 458 424 292 28,862 148,842
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14 PROPERTY, PLANT AND EQUIPMENT (Continued)

92

(a)

Depreciation expenses have been charged to the consolidated profit or loss as follows:

Year ended 31 December

2018 2017

RMB’'000 RMB’000

Cost of sales 7,058 6,638
Selling and administrative expenses 1,218 1,232
8,276 7,870

Construction-in-progress mainly comprizes terminal facilities under construction.

As at 31 December 2018, the Group was in the process of applying for the ownership certificates of certain
properties with an aggregate carrying value of approximately RMB2,056,000.

As at 31 December 2018 and 2017, the costs of fully depreciated property, plant and equipment were
RMB15,427,000 and RMB 12,379,000, respectively.

As at 31 December 2018 and 2017, property, plant and equipment with carrying amounts of nil and
RMB107,499,000 were pledged as collaterals for certain banking facilities of Maoming Tianyuan (Note 29(b)
().
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INTANGIBLE ASSETS

Sea area Computer
use rights software Total
RMB’000 RMB’000 RMB’'000

Year ended 31 December 2017
Opening net book amount 7,480 162 7,642
Additions 2,506 1 2,507
Amortization charge (283) (54) (337)
Closing net book amount 9,703 109 9,812
At 31 December 2017
Cost 12,271 231 12,502
Accumulated amortization (2,568) (122) (2,690)
Net book amount 9,703 109 9,812
Year ended 31 December 2018
Opening net book amount 9,703 109 9,812
Additions - 208 208
Amortization charge (283) (70) (353)
Closing net book amount 9,420 247 9,667
At 31 December 2018
Cost 12,271 439 12,710
Accumulated amortization (2,851) (192) (3,043)
Net book amount 9,420 247 9,667

(@  Amortization expenses have been charged to the consolidated profit or loss as follows:

Year ended 31 December

2018 2017

RMB’000 RMB'000

Cost of sales 283 283
Selling and administrative expenses 70 54
353 337

(b)  Asat 31 December 2018 and 2017, sea area use rights with carrying amounts of nil and RMB6,578,000 were
pledged as collaterals for certain banking facilities of Maoming Tianyuan (Note 29(b)(i)).
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16 DEFERRED INCOME TAX

As at 31 December

2018 2017
RMB’'000 RMB’'000
Deferred tax assets:
— to be recovered within 12 months - 21
Deferred tax liabilities:
— to be recovered after more than 12 months (308) (308)
Deferred tax liabilities — net (308) (287)

Deferred tax assets and liabilities are set off when there is a legally enforceable right to offset current income tax
assets against current income tax liabilities and when the deferred income taxes relate to the same fiscal authority.
The movements in deferred income tax assets and liabilities during the years ended 31 December 2018 and 2017
are set as follows:

Deferred Deferred
tax assets tax liabilities

Timing Timing
difference on  difference on
accrued construction

expenses in progress
RMB’000 RMB’000
As at 1 January 2017 and 31 December 2017 21 (308)
Charged to profit or loss (21) -
As at 31 December 2018 - (308)

The Group did not recognize deferred income tax assets of RMB809,000 and RMB557,000 in respect of tax losses
amounting to RMB4,535,000 and RMB3,111,000 as at 31 December 2018 and 2017 that can be carried forward
against future taxable income, respectively. Losses amounting to RMB203,000 and RMB 180,000 will expire in 2024
and 2023 respectively.

As at 31 December 2018 and 2017, the Group had unrecognized deferred income tax liabilities of RMB10,068,500
and RMB7,832,000 respectively that would otherwise be payable as withholding tax in respect of the undistributed
profits of the Group’s PRC subsidiaries. No provision has been made in respect of such withholding tax as the
Directors have confirmed that such profits will not be distributed out of the PRC in the foreseeable future.
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17 TRADE AND OTHER RECEIVABLES AND AMOUNTS DUE FROM RELATED

PARTIES

As at 31 December
2018 2017
RMB’'000 RMB’000
Trade receivables 8,998 7,070
Less: allowance for impairment of trade receivables - -
Trade receivables — net 8,998 7,070
VAT recoverable 2,660 243
Note receivables — third parties 1,877 9,050
Other receivables — third parties 619 611
14,154 16,974
Amounts due from related parties (Note 29(d)) 149 68,948

(@  The credit terms of trade receivables are generally within 30 to 120 days. Ageing analysis of trade receivables
based on invoice date at respective balance sheet dates are as follows:

As at 31 December

2018 2017

RMB’000 RMB’'000

Less than 30 days 5,403 6,227
31 to 60 days 835 843
61 to 90 days 1,490 =
91 to 180 days 1,270 -
8,998 7,070

(b)  The Group's trade and other receivables and amounts due from related parties at respective balance sheet
dates are denominated in RMB.
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17

18

19

96

TRADE AND OTHER RECEIVABLES AND AMOUNTS DUE FROM RELATED

PARTIES (Continued)

(©)  As at 31 December 2018 and 2017, the Group’s maximum exposure to credit risk was the carrying value of
each class of trade and other receivables and amounts due from related parties mentioned above. The Group
does not hold any collateral as security.

(d) As at 31 December 2018 and 2017, the fair values of trade and other receivables and amounts due from
related parties approximate their carrying amounts due to their short-term maturities.

PREPAYMENTS AND OTHER ASSETS

As at 31 December

2018 2017

RMB’'000 RMB’000

Prepayments for electricity and other expenses 1,276 977
Prepayments for construction and acquisition of property, plant and equipment 105 3,300
Prepaid listing expenses - 8,336
1,381 12,613

Less: non-current portion of prepayments (105) (3,300)
Current portion of prepayments and other assets 1,276 9,313

TERM DEPOSITS

As at 31 December 2018, the initial terms of the Group’s term deposits were six months. The annual interest rates
of the Group’s term deposits held in banks throughout the year ended 31 December 2018 ranged from 1.3% to
1.85% per annum (2017: nil).
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20 CASH AND CASH EQUIVALENTS

As at 31 December

2018 2017

RMB’'000 RMB’'000

Cash on hand 18 14
Cash at banks 176,737 19,377
Total cash and cash equivalents 176,755 19,391

The Group's cash and cash equivalents were denominated in following currencies:

As at 31 December

2018 2017

RMB'000 RMB’000

RMB 168,725 19,320
HK$ 8,030 71
176,755 19,391

The conversion of RMB denominated balances into foreign currencies and the remittance of such foreign
currencies denominated bank balances and cash out of the PRC are subject to relevant rules and regulation of

foreign exchange control promulgated by the PRC government.

As at 31 December 2018 and 2017, the Group’s maximum exposure to credit risk was the carrying value of

cash at banks mentioned above.
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21 SHARE CAPITAL AND SHARE PREMIUM

98

Share capital

Equivalent
Nominal nominal
Number of value of value of
ordinary ordinary ordinary Share
shares shares shares premium
HK$’000 RMB’'000 RMB’000
Authorized shares of HK$0.01 each:
As at 27 July 2015 and
31 December 2017 38,000,000 380 300
Increase in authorized share capital
(Note (a)) 3,962,000,000 39,620 32,186
As at 31 December 2018 4,000,000,000 40,000 32,486
Issued and fully paid up:
As at 1 January 2017 and
31 December 2017 100 - - -
Capital paid up by the owners of the
Company at 1 January 2017 and
31 December 2017 - - - 155,000
Capitalisation issue (Note (b)) 449,999,900 4,500 3,671 (3,671)
Issue of new shares pursuant to the initial
public offering (Note (c)) 150,000,000 1,500 1,224 102,788
Share issuance costs (Note (c)) - - - (22,239)
As at 31 December 2018 600,000,000 6,000 4,895 231,878

(a)

Pursuant to the Shareholders’ resolutions passed on 10 May 2018, the authorized share capital of the
Company was increased from HK$380,000 to HK$40,000,000 by creation of an additional 3,962,000,000
ordinary shares of a par value of HK$0.01 each, ranking pari passu in all respect with the existing shares of
the Company.

Pursuant to the resolutions of the Shareholders passed on 10 May 2018, the Company allotted and issued a
total of 449,999,900 shares credited as fully paid at par to the existing Shareholders in proportion to their
respective shareholdings by way of capitalisation of the sum of HK$4,500,000 standing to the credit of the
share premium account of the Company.

In connection with the initial public offering of the Company, 150,000,000 ordinary shares at par value of
HK$0.01 each were issued at HK$0.85 each for a total consideration of RMB104,012,000 in aggregate
(without deducting share issuance costs) on 1 June 2018. Share issuance costs of RMB22,239,000 that were
directly attributable to the issuance of ordinary shares in connection with the initial public offering were
treated as a deduction from share premium.
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22 OTHER RESERVES

(a)

(b)

(o)

(d)

Other capital reserves

Other capital reserves represents i) the difference between the consideration paid and the aggregate paid-in
capital of the acquisitions of the Zhengyuan Terminal and Tianyuan Terminal of RMB38,500,000 during the
reorganization; ii) deemed distributions to the Controlling Shareholder of the unremitted net revenue
proceeds amounting to RMB26,394,000 during the reorganization.

Capital surplus

Capital surplus as at each balance sheet date represents the difference between the capital contributed by the
then shareholders of the group companies and registered capital of these companies upon their incorporation.
Upon approval from the board of directors of these group companies, capital surplus can be used to increase
the group company’s capital.

Statutory surplus reserve

In accordance with the PRC Company Law and the articles of association of those group companies
incorporated in the PRC, the group companies are required to appropriate 10% of their profits after tax, as
determined in accordance with Accounting Standards for Business Enterprises and the Accounting System for
Business Enterprises and other regulations applicable to group companies, to the statutory surplus reserve
until such reserve reaches 50% of the registered capital of the group companies. The appropriation to the
reserve must be made before any distribution of dividends to holders of the group companies. The statutory
surplus reserve can be used to offset previous years’ losses, if any, and part of the statutory surplus reserve
can be capitalized as the group companies’ capital provided that the amount of such reserve remaining after
the capitalization shall not be less than 25% of the registered capital of the group companies.

Production safety reserve

Pursuant to certain regulations issued by the Ministry of Finance and the State Administration of Work Safety,
the Group is required to set aside certain percentage of the total revenue generated from terminal operations
during the years ended 31 December 2018 and 2017. The reserve can be utilized for improvements of safety
on the terminal operations, and the amounts are considered expenses in nature and charged to the
consolidated profit or loss as incurred.

TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018 99



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

23 SUBSIDIARIES

The investments in subsidiaries are stated at cost, less impairment if any. The following sets out the details of the
principal subsidiaries of the Company as at 31 December 2018:

Place of
incorporation

Principal
activities and

Ownership

Ownership

interest held by

and kind of place of Registered and interest held by non-controlling
Name of entity legal entity operation paid-up capital the Group interests
2018 2017 2018 2017
Directly held:
Mao Long Global the British Virgin  Investment holding in US$1 100%  100% - -
Limited Islands (“BVI"), BVI
limited liability
Indirectly held:
Tianyuan PRC, Provision of bulk and  RMB10,000,000 60% 60% 40% 40%
Terminal (i) limited liability general cargo
uploading and
unloading services
and related ancillary
services in the PRC
Zhengyuan PRC, Provision of bulk and RMB5,000,000  100%  100% - =
Terminal (i) limited liability general cargo
uploading and
unloading services
and related ancillary
services in the PRC
Jin Yuan Group  Hong Kong, Investment holding in HK$1 100%  100% - -
Management limited liability Hong Kong
Limited
Maoming Jinyuan PRC, Investment holding in  RMB155,000,000 100% 100% - -

Company limited liability

Limited (i)

(i) Significant restrictions

the PRC

As at 31 December 2018, cash and cash equivalents of RMB168,662,000 (31 December 2017:
RMB19,317,000) these subsidiaries were held in PRC and were subject to local exchange control regulations.
These local exchange control regulations provide for restrictions on repatriating capital from the PRC, other
than through normal dividends.

100
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23 SUBSIDIARIES (Continued)

(@) Non-controlling interests
Non-controlling interests as at 31 December 2018 and 2017 were related to Tianyuan Terminal.

Summarized financial statements of the subsidiary with material non-controlling interests
Set out below are the summarized financial statements of the subsidiary with material non-controlling

interests.

Summarized balance sheets

As at 31 December

2018 2017
RMB'000 RMB'000
Assets
Non-current assets 91,015 91,009
Current assets 92,984 75,602
Total assets 183,999 166,611
Liabilities
Current liabilities 7,329 7,972
Total liabilities 7,329 7,972
Net assets 176,670 158,639

Summarized statements of comprehensive income

Year ended 31 December

2018 2017

RMB’000 RMB’000

Revenue 53,327 50,306

Profit before income tax 24,147 23,982

Income tax expense (6,116) (6,072)

Profit and total comprehensive income for the year 18,031 17,910
Profit and total comprehensive income allocated to

non-controlling interests 7,212 7,164

Dividends paid to non-controlling interests - -
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23

24

102

SUBSIDIARIES (Continued)
(@) Non-controlling interests (Continued)
Summarized cash flow statements

Year ended 31 December

2018 2017

RMB’000 RMB’000

Net cash generated from operating activities 26,961 20,412
Net cash used in investing activities (9,042) (60,149)
Net cash generated from financing activities - -
Net increase/(decrease) in cash and cash equivalents 17,919 (39,737)
Cash and cash equivalents at beginning of year 6,692 46,429
Cash and cash equivalents at end of year 24,611 6,692

The information above is the amount before inter-company eliminations.

OTHER PAYABLES AND ACCRUALS

As at 31 December

2018 2017
RMB’000 RMB’000

Accrual for construction of Zhengyuan Terminal and acquisition
of Property and equipment 6,282 -
Accrual for staff costs and allowances 5,074 3,873
Other payables and accruals 5,068 4,498
Other tax payables 839 657
Accrual for listing expenses - 6,796
Total 17,263 15,824

(@)  Other than accruals of the Group of RMB599,000 and RMB4,549,000 as at 31 December 2018 and 2017
which was denominated in HK$ or USD, all other payables and accruals were denominated in RMB.

(b) As at 31 December 2018 and 2017, the fair values of other payables and accruals and approximate their

carrying amounts due to their short-term maturities.
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25 DIVIDENDS

No dividend has been paid or declared by the Company during the year ended 31 December 2018 (31 December
2017: nil).

A dividend in respect of the year ended 31 December 2018 of RMB0.013 per share, amounting to a total dividend
of RMB7,800,000, is to be proposed at the annual general meeting to be held on 23 May 2019. These financial
statements do not reflect this dividend payable.

(a)

Dividends not recognized at the end of the reporting years

As at 31 December

Proposed final dividend of RMB0.013 (2017: nil) per ordinary share

2018 2017
RMB’'000 RMB’000
7,800 =

26 CASH FLOW INFORMATION

(a)

Cash generated from operations

Year ended 31 December

2018 2017

RMB’000 RMB’000
Profit before income tax 23,595 38,761
Adjustments for:
— Depreciation 8,276 7,870
— Amortization of prepaid operating leases 1,590 1,590
— Amortization of intangible assets 353 337
— Gains from disposal of property, plant and equipment (292) -
— Finance income (631) -
Changes in working capital:
— Trade and other receivables 2,820 (4,270)
— Amounts due from related parties (8,485) (2,016)
— Prepayments and other assets 8,037 (2,361)
— Other payables and accruals (3,917) 1,223
— Advances from customers - 1,155
— Contract liabilities (76) -
Cash generated from operations 31,270 42,289
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27

28

104

CONTINGENCIES

As at 31 December 2017, the Group had certain pledged assets including certain land use rights with carrying
amount of RMB32,418,000, property, plant and equipments with carrying amount of RMB107,499,000 and sea
area use rights with carrying amount of RMB6,578,000 (disclosed in Note 29(b)(i)).All the pledged assets were
released during the year ended 31 December 2018.

COMMITMENTS

(a) Capital commitments
As at 31 December 2018 and 2017, the Group had the following capital commitments on construction and
acquisition of property,plant and equipment:

As at 31 December

2018 2017

RMB’000 RMB’000

Contracted but not provided for 9,075 25,058
Authorized but not contracted for 26,960 30,766
36,035 55,824

(b) Operating lease commitments — as lessee

The Group leases offices under non-cancellable operating lease agreements. The lease terms are between 3
and 10 years, and one of them is entered into with related party and renewable at the end of the lease period
at market rate.

As at As at

31 December 31 December

2018 2017

RMB’000 RMB’000

No more than 1 year 519 98
More than 1 year but no more than 5 years 813 392
More than 5 years 172 270
1,504 760
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29 RELATED PARTY TRANSACTIONS

(a)

(b)

Name and relationship with related parties

Name Relationship
Mr. Yang Controlling Shareholder
Maoming Tianyuan Former holding company of Tianyuan Terminal and

Zhengyuan Terminal

Maoming Tianyuan Petrochemical Co., Ltd. Controlled by Mr. Yang
(“Tianyuan Petrochemical”)

Significant transactions with related parties
The Group had the following significant transactions with related parties:

0]

(ii)

Provision of guarantee and pledging of assets as collaterals

Year ended 31 December

2018 2017
RMB’'000 RMB’000

Income from provision of guarantee and pledging of assets as
collaterals for certain banking facilities of Maoming Tianyuan 699 4,042

During the years ended 31 December 2018 and 2017, the Group pledged certain land use rights,
property, plant and equipment and intangible assets as collaterals. During the year ended 31 December
2017, the Group also provided a corporate guarantee for certain banking facilities of Maoming
Tianyuan. In return, the Controlling Shareholder agreed to pay a compensation for the provision of
guarantee and pledging of assets of RMB699,000 and RMB4,042,000 to the Group for the respective
years ended 31 December 2018 and 2017. The corporate guarantee was lapsed in Octorber 2017 and
all the pledges were released during the year ended 31 December 2018.

In the opinion of the directors, these transactions were carried out on terms agreed with the related
parties in the ordinary course of business of the Group.

The Controlling Shareholder leased an office for a subsidiary of the Group as registered office. Before
the listing of the Company, the Controlling Shareholder did not change any rental and thereafter,

commenced to receive a monthly rent of HK$40,000 till December 2020.

Year ended 31 December

2018 2017
RMB’000 RMB’000
Rental expenses 245 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

29 RELATED PARTY TRANSACTIONS (Continued)

(b) Significant transactions with related parties (Continued)

106

(o)

(d)

(iii)  Provision of uploading and unloading services with a related party

Year ended 31 December

2018 2017
RMB’'000 RMB’000

Revenue from provision of uploading and unloading services to
Tianyuan Petrochemical 140 -

(iv) Listing expenses paid on behalf of the Group
During the years ended 31 December 2018 and 2017, listing expenses of RMB5,361,000 and
RMB7,684,000 were settled by related parties on behalf of the Group. During the years ended 31
December 2018 and 2017, RMB6,489,000 and RMB9,056,000 was paid by the Group back to related
parties in settling those listing expenses.

Key management compensations
Key management compensation for the years ended 31 December 2018 and 2017, other than those relating
to the emoluments of directors being disclosed in Note 31(a), are set out below:

Year ended 31 December

2018 2017
RMB’000 RMB’000
Salaries, wages and bonuses 1,092 950
Contributions to pension plans 44 44
Welfare, medical and other expenses 6 6
1,142 1,000
Balances with related parties
As at 31 December
2018 2017
RMB’'000 RMB’000
Amounts due from related parties
— Tianyuan Petrochemical 149 -
— Maoming Tianyuan - 68,948
149 68,948

The amounts due from related parties are unsecured, interest-free and receivable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

30 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

As at 31 December

2018 2017
RMB’000 RMB’000
ASSETS
Non-current asset
Interest in a subsidiary 187,108 187,108
Amounts due from subsidiaries 31,713 -
218,821 187,108
Current assets
Prepayments 284 8,336
Term deposits 1,773 -
Cash and cash equivalents 7,762 2
9,819 8,338
Total assets 228,640 195,446
EQUITY
Equity attributable to owners of the Company
Share capital (a) 4,895 -
share premium (a) 231,878 155,000
Other reserve (a) 32,108 32,108
Accumulated losses (a) (42,465) (27,370)
Total equity 226,416 159,738
CURRENT LIABILITIES
Other payables and accruals 2,224 7,680
Amounts due to subsidiaries - 28,028
2,224 35,708
Total liabilities 2,224 35,708
Total equity and liabilities 228,640 195,446

The balance sheet of the Company was approved by the Board of Directors on 23 March 2019 and was signed on
its behalf.

Yang Jinming Su Baihan
Director Director
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

30 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (Continued)

(@) Reserve movement of the Company

Accumulated

Share capital Share premium  Other reserve loss Total
RMB’'000 RMB’000 RMB’'000 RMB’000 RMB’'000
As at 1 January 2017 - 155,000 32,108 (20,059) 167,049
Loss for the year - - - (7,311) (7,311)
As at 31 December
2017 - 155,000 32,108 (27,370) 159,738
As at 1 January 2018 - 155,000 32,108 (27,370) 159,738
Loss for the year - - - (15,095) (15,095)
Capitalisation issue
(Note 21(b)) 3,671 (3,671) - - -
Shares issued
pursuant to the
initial public
offering
(Note 21(c) 1,224 102,788 - - 104,012
Share issuance costs
(Note 21(c) - (22,239) - - (22,239)
As at 31 December
2018 4,895 231,878 32,108 (42,465) 226,416
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

31 BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ and chief executive’s emoluments
The remuneration of every director and the chief executive is set out below:

For the year ended 31 December 2018:

Employer’s
contribution to
a retirement
benefit scheme

and
Fees Salaries  other benefits  Housing funds Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Executive directors
Mr. Yang (i) - 517 9 - 526
Ms. Tong Wai Man (ii) - 570 16 - 586
Mr. Su Baihan (ii) - 137 - - 137
Non-executive director
Mr. Yang Fan - 74 - - 74
Independent non-
executive directors
Mr. Pang Hon Chung
(i) 74 - - - 74
Professor Wu Jinwen
(iif) 61 - - - 61
Mr. Huang Yaohui (iii) 74 - - = 74
209 1,298 25 - 1,532
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

31 BENEFITS AND INTERESTS OF DIRECTORS (Continued)

110

(a)

(b)

(0

Directors’ and chief executive’s emoluments (Continued)
For the year ended 31 December 2017:

Employer’s
contribution to
a retirement
benefit scheme

and
Fees Salaries other benefits ~ Housing funds Total
RMB'000 RMB'000 RMB’000 RMB’000 RMB'000
Executive
directors
Mr. Yang - 240 - - 240
Ms. Tong Wai
Man - 520 16 - 536
Mr. Su Baihan = 64 88 = 152
— 824 104 — 928

(i) Mr. Yang is the chairman of the Board and the chief executive officer of the Group, and was appointed
as the Company’s executive director on 21 September 2015.

(i)  Ms. Tong Wai Man and Mr. Su Baihan were appointed as the Company’s executive directors on 21
September 2015.

(i) Mr. Pang Hon Chung, Professor Wu Jinwen and Mr. Huang Yaohui were appointed as the Company’s
independent non-executive directors on 10 May 2018.

(iv)  During the year, no emolument was paid by the Group to any of the above directors as an inducement
to join, upon join the Group, leave the Group or as compensation for loss of office (2017:nil).

(v)  During the year, none of the directors of the Company waived their emoluments nor has agreed to
waive their emoluments (2017: nil).

Directors’ retirement benefits

No retirement benefits or were paid to or receivable by any directors in respect of their other services in
connection with the management of the affairs of the Company or its subsidiary undertakings during the year
(2017:nil).

Directors’ termination benefits
No payment was made to directors as compensation for the early termination of the appointment during the
year (2017: nil).

TIAN YUAN GROUP HOLDINGS LIMITED ~ ANNUAL REPORT 2018



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018
(All amounts expressed in RMB unless otherwise stated)

31 BENEFITS AND INTERESTS OF DIRECTORS (Continued)

(d)

(e)

(f)

Consideration provided to third parties for making available directors’ services
No payment was made to the former employer of directors for making available the services of them as a
director of the Company during the year (2017: nil).

Information about loans, quasi-loans and other dealings in favour of directors, controlled body
corporate by and connected entities with such directors

Other than those disclosed in Note 29(d), there are no loans, quasi-loans and other dealings in favour of
directors, controlled body corporate by and connected entities with such directors during the year (2017: the
same).

Directors’ material interests in transactions, arrangements or contracts

As at 31 December 2018, other than those disclosed in Note 29(b), no significant transactions, arrangements
and contracts in relation to the Company’s business to which the Company was a party and in which a
director of the Company had a material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.
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FOUR YEAR FINANCIAL SUMMARY

The financial summary of the Group for each of the three years ended 31 December 2015, 2016 and 2017 has been
extracted from the Prospectus. No financial statements of the Group for the year ended 31 December 2014 have been
published.

2018 2017 2016 2015

RMB’'000 RMB’000 RMB'000 RMB’000

Revenue 82,393 81,599 73,697 71,188
Profit attributable to owners of the Company 5,849 19,244 12,392 7,481
Total assets 396,839 302,296 273,309 259,001
Total liabilities 24,961 25,252 22,673 27,039
Total equity 371,878 277,044 250,636 231,962
Non-controlling interests 70,668 63,456 56,292 50,010
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