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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

BRSSP M E R FRRE

Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

To the Board of Directors of Kai Yuan Holdings Limited
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
6 to 52 which comprises the condensed consolidated statement of
financial position of Kai Yuan Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) as at 30 June 2019 and the related condensed
consolidated statement of profit or loss, comprehensive income, changes
in equity and cash flows for the six-month period then ended, and other
explanatory notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of a report
on interim financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” ("HKAS 34") issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA”"). The directors of the Company
are responsible for the preparation and presentation of this interim
financial information in accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial information based on our
review. Our report is made solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP BEERERRE

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong

23 August 2019
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
RGP HBRRER

For the six months ended 30 June 2019
HE-_T-NFRA=TAHILXEAR

For the six months ended 30 June

BEAA=+THLEREAR

2019 2018
—E-NF —T-N\F
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
Notes HK$’000 HKS$000
&t FETT FEIT
CONTINUING OPERATIONS BELSEEK
REVENUE W25 4 111,126 140,072
Cost of sales $HE R AR (95,275) (110,426)
Gross profit EF 15,851 29,646
Other income and gains HMUA Kz 4 8,526 7,929
Other expenses HF (108) =
Administrative expenses TBRAX (17,116) (19,845)
Finance costs BB KA 5 (23,413) (24,911)
LOSS BEFORE TAX FROM RERFEREEBRZ
CONTINUING OPERATIONS T AT ET IR 6 (16,260) (7,181)
Income tax credit TR 7 1,588 1,024
LOSS FOR THE PERIOD FROM REFBEKEEB 2
CONTINUING OPERATIONS HAfEEs1E (14,672) (6.157)
DISCONTINUED OPERATION BARIEER
Profit for the period from a REEKIEER
discontinued operation HAfE & A 8 - 338,629
(LOSS)/PROFIT FOR THE PERIOD AR (&18), 5 (14,672) 332,472
Attributable to: AT (g
Owners of the Company ZAN/NETEZ 2 = DN (14,672) 332,472
Non-controlling interests JEIT RS RE S _ _
(14,672) 332,472

6 Kai Yuan Holdings Limited | Interim Report 2019



INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
s E P HBRRER

For the six months ended 30 June 2019
HEZZT-NFA=+tHL@ER

For the six months ended 30 June

BEAA=+THLEREAR

2019 2018
—E-NF —T-NF
Note (Unaudited) (Unaudited)
Hfat (REHEX) (REEEZ)
(LOSS)/EARNINGS PER SHARE RRAEBEEREA
ATTRIBUTABLE TO ORDINARY SR (ER) BT
EQUITY HOLDERS OF THE COMPANY 10
Basic and diluted EARRE#E
— For (loss)/profit for the period — St EA (1), % A
mE (HKO.11 centsi{l)  HK2.60 centsB1ll
— For loss from continuing operations —RARBELCEEK
EEmE (HKO.11 centsi&1ll)  (HK0.05 cents& L)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AR E P HEEINER

For the six months ended 30 June 2019
HE-_T-NFRA=TAHILXEAR

For the six months ended 30 June

BE~A=1tHL~EA

2019 2018
—B-NE —E-N\F
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
HK$’000 HKS$000
FET FEIT
(LOSS)/PROFIT FOR THE PERIOD HAR (&518), i T (14,672) 332,472
OTHER COMPREHENSIVE LOSS Hith 2 HEEE
Other comprehensive loss to be REBHRRESERSEEBERRY
reclassified to statement of profit or loss HEm2mEEE :
in subsequent periods:
Cash flow hedges: REMEE I
Effective portion of changes in fair value HRNEECHHTEATE
of hedging instruments arising during BE o ARE S
the period (318) (1,835)
Reclassification adjustments for loss ARG EERRZEEZ
included in the consolidated statement ENOERAE
of profit or loss 6,358 6,951
Income tax effect st (1,872) (1,586)
4,168 3,530
Exchange differences on translation of BMEBINEBEEZERZR
foreign operations (11,300) (35,036)
Net other comprehensive loss to be REZBEEeEFT >AZ
reclassified to statement of profit or loss BRRxZEMEEERFEE
in subsequent periods (7,132) (31,506)
OTHER COMPREHENSIVE LOSS FOR HiME M 2 E AR (B NKRTIE)
THE PERIOD, NET OF TAX (7,132) (31,506)
TOTAL COMPREHENSIVE (LOSS)/INCOME FOR  HifI &M (E518) WA 4258
THE PERIOD (21,804) 300,966
Attributable to: LA (S -
Owners of the Company iN/NCIEZZ =N (21,804) 300,966
Non-controlling interests FEIEAR M B - -
(21,804) 300,966
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B AR & AP B B B AR R 2R

As at 30 June 2019
RZZT—NFRA=1H

30 June 31 December
2019 2018
—E-NF —FE-)N\F
NA=+H +t-A=+—H
(Unaudited) (Audited)
(REER) (&E%)
Notes HK$’000 HKS'000
it FETT FEIT
NON-CURRENT ASSETS EMBEE
Property, plant and equipment ME - BE MR E 11 2,876,358 2,914,691
Intangible assets EEEE 360 426
Right-of-use assets FREEE 12 29,907 =
Equity investment designated at fair value EERA T ERT AR
through other comprehensive income 2EBRAZBRAEE 13 24,757 24,779
Deferred tax assets R TEEE 20 18,821 20,025
Total non-current assets IEMBEERE 2,950,203 2,959,921
CURRENT ASSETS mBEE
Inventories FE 991 978
Trade receivables FEUT AR X 14 45,047 20,609
Loan receivables M E K 15 50,000 210,000
Prepayments, other receivables and TEfTFRIE - EfhfEWFRIE
other assets N HEAE E 30,925 27,066
Pledged deposits BT R 16 22,816 23,011
Cash and cash equivalents HehkIReFED 1,238,331 1,097,590
Total current assets MEEEBE 1,388,110 1,379,254
Total assets EEMRE 4,338,313 4,339,175
CURRENT LIABILITIES mEAE
Trade payables FERTERTR 17 7,335 5,954
Other payables and accruals HEt e RIERERE R 18 64,962 50,008
Derivative financial instruments PTESHMTA 3,952 10,095
Interest-bearing bank borrowings S RBRTEE 19 1,521,812 1,534,818
Lease liabilities HEBE 21 9,629 =
Tax payable FERH RS 1A 1,248 2,137
Total current liabilities TEAREARE 1,608,938 1,603,012
NET CURRENT LIABILITIES mEBAERE (220,828) (223,758)
TOTAL ASSETS LESS CURRENT LIABILITIES RAERADRIE 2,729,375 2,736,163
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BAGR S P B R R R

As at 30 June 2019
RZZT—NFA=1H

30 June 31 December

2019 2018

—E-hEF —E-N\F

~NA=+H +-A=+—H

(Unaudited) (Audited)

(REEZR) (&E%)

Notes HK$’000 HKS'000

Bt F#ET FHEIT

TOTAL ASSETS LESS CURRENT LIABILITIES BEERRESEE 2,729,375 2,736,163
NON-CURRENT LIABILITIES ERBEE

Deferred tax liabilities RIETRIBAE 20 237,203 240,136

Lease liabilities HERE 21 17,949 -

Total non-current liabilities IR EEREE 255,152 240,136

Net assets BEFE 2,474,223 2,496,027

EQUITY R

Share capital &7 22 1,277,888 1,277,888

Reserves ] 1,196,335 1,218,139

Total equity ] 2,474,223 2,496,027
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BRGRS P EERE B R

For the six months ended 30 June 2019
HEZZT-NFA=+tHL@ER

Share
option
Issued Share reserve* Hedging  Translation Retained Total
capital  premium* BRE reserve* reserve* profits* equity
BRTRE  RHEE e HARE  EXRE  REERF  ERAR
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000
TEr FEx &7 &7 T T TEr
At 1 January 2019 (audited) RZE-NE-F-H
(1) 1,277,888 1,027,637 2,158 (7,525)  (115625) 311,494 2,496,027
Loss for the period HRER - - - - - (14,672) (14,672)
Other comprehensive loss BHENZERS -
for the period:
Cash flow hedges, net of tax Bengh
(EMBHE) - - - 4,168 = . 4,168
Exchange differences on translation  HIEGNEBEL 2
of foreign operations EREE - - - - (11,300) - (11,300)
Total comprehensive loss HREzAEEES
for the period - - - 4,168 (11,300) (14,672) (21,804)
At 30 June 2019 unaudited) RZF-NE/RA=TH
(REEz1%) 1,277,888 1,027,637 2,158 (3,357) (126,925) 296,822 2,474,223
(Accumulated
Share losses)/
option retained
Issued Share reserve* Hedging  Translation profits* Total
capital premium* BfkE reserve* reservet (Z3tER)/ equity
BETRE  RIDEE W HhtRE  ERER BRM  EReE
HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS000 HK$000
TAx A7 A7 A7 &7 T AT
At 1 January 2018 (audited) R=E-\E-f-H
(B5H) 1,277,888 1,027,637 2173 (15424) (44,89) (27377) 2,219,999
Profit for the period il bl - - = = = 332472 332472
Other comprehensive income BEEMZERA -
for the period:
Cash flow hedges, net of tax Bengh
(EHIRHR) - - - 3530 - - 3,530
Exchange differences on translation  BESNEBEL 2
of foreign operations EREE - - - - (35,036) - (35,036)
Total comprehensive income HE2ARALR
for the period = = = 3,530 (35,036) 332472 300,966
At 30 June 2018 unaudited) RZF-\E/A=1H
(REER) 1,277,888 1,027,637 2173 (11,894) (79,934) 305,095 2,520,965
* These reserve accounts comprise the consolidated reserves of * W EFERSIERPES P EI BT RE

HKS$1,196,335,000 (31 December 2018: HKS$1,218,139,000) in the interim
condensed consolidated statement of financial position.

PIAR A FE1#1,196,335000/8 75 ( ZF — )\ 4
+=HA=+—8 :1,218,139,000#7T) °
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
ARG EPHEERER

For the six months ended 30 June 2019
HE-_T-NFRA=TAHILXEAR

For the six months ended 30 June

BEAA=THILEXEAR

2019 2018
—E-NF —E-N\F
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Notes HK$’000 HKS'000
HtaE FET FEIT
CASH FLOWS FROM OPERATING ACTIVITIES REELEBZEERE
(Loss)/profit before tax: BRE AT (EE), w5
From continuing operations REFEKEEES (16,260) (7,181)
From discontinued operation KEBERIEER 8 - 339,208
Adjustments for: RUEH AT
Finance costs BhE A 23,413 24,911
Gain on disposal of subsidiaries HEM B AR AMEKE 23 - (335,570)
Depreciation of property, plant M - BERREITE
and equipment 11 18,324 23,279
Depreciation of right-of-use assets FREEERE 12 700 =
Amortisation of intangible assets B EESE 62 72
26,239 44,719
(Increase)/decrease in inventories F&(Em), 6 (13) 92
Increase in trade receivables JE Uk BR ZR I N (24,438) (7,272)
Decrease/(increase) in loan receivables EWE TR,/ (35 ) 160,000 (160,000)
(Increase)/decrease in prepayments, TEf 0B - Bt EIE R
other receivables and other assets E A& (M), W (3,216) 218
Increase in trade payables JE A~ BR SR8 N 1,381 4,791
Increase in other payables and accruals Eoh e FRIE 2
FEET & g N 15,174 15,602
Cash generated from/(used in) operations  &E1E,/(FTE)HRE 175,127 (101,850)
Hong Kong profits tax paid ERBEAENEH - (496)
French profits tax (paid)/refunded (B, REZEMER (1,685) 5
Refund of Luxembourg profits tax BAERTE N EREASTRA
prepayment in a previous period B 5 -
Net cash flows generated from/(used in) EESEE TS, (FR)
operating activities REnEFE 173,447 (102,341)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
AR E PR ERER

For the six months ended 30 June 2019
HEZZT-NFA=+tHL@ER

For the six months ended 30 June

BE~A=1tHL~EA

2019 2018
—E-NF —E-N\F
(Unaudited) (Unaudited)
(RHEX) (REEEZ)
Note HK$’000 HKS$000
HtaE FET FHEIT
Net cash flows generated from/(used in) RESEBATE,(FTH)
operating activities ReENEFE 173,447 (102,341)
CASH FLOWS FROM INVESTING ACTIVITIES  RBIREEBZEERE
Purchases of property, plant and equipment B E 4% -« BiE KR 1E (4,411) (2,160)
Disposal of subsidiaries HENE AT 24 = 794,862
Net cash flows (used in)/generated from "EES (TR, B3
investing activities WEMEFH (4,411) 792,702
CASH FLOWS FROM FINANCING ACTIVITIES &[5 gﬂé/ﬁbzfﬁé mE
Principal portion of lease payments HENTAE (3,165) =
Interest portion of lease payments MERZF B (1) =
Interest paid BRFE (23,535) (25,146)
Net cash flows used in financing activities R E/EENFTHIR SR E %5 (26,701) (25,146)
NET INCREASE IN CASH AND Re KR EEYEIFE
CASH EQUIVALENTS 142,335 665,215
Cash and cash equivalents at beginning YR MR EEY
of the period 1,097,590 513,396
Effect of foreign exchange rate changes, net  [E R &8 v 2/ 2 (JH%8) (1,594) (4,806)
CASH AND CASH EQUIVALENTS AT HRBE RIS EEY
END OF THE PERIOD 1,238,331 1,173,805
ANALYSIS OF BALANCES OF CASH AND Re MR EFEMEHRIN
CASH EQUIVALENTS
Cash and bank balances e KBTS 1,238,331 1,173,805
Cash and cash equivalents as stated in RERERMREASR
the statement of cash flows ReEEY 1,238,331 1,173,805
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

For the six months ended 30 June 2019
HE-_T-NFRA=TAHILXEAR

1.

2.1

CORPORATE INFORMATION

The interim condensed consolidated financial information were
approved and authorised for issue by the board of directors on 23
August 2019.

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
address of the registered office of the Company is Canon’s Court,
22 Victoria Street, Hamilton HM12, Bermuda, and the principal
place of business is 28th floor, Chinachem Century Tower, 178
Gloucester Road, Wanchai, Hong Kong.

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in hotel operation and money
lending during the six months ended 30 June 2019 (the “Period”).

BASIS OF PREPARATION

The interim condensed consolidated financial information
for the six months ended 30 June 2019 has been prepared in
accordance with HKAS 34 Interim Financial Reporting. The interim
condensed consolidated financial information does not include
all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s
annual consolidated financial statements for the year ended 31
December 2018.

As at 30 June 2019, the Group’s current liabilities exceeded its
current assets by HK$220,828,000. The directors are of the opinion
that the Group will have sufficient cash flows for its foreseeable
future operations (at least 12 months from the date of the interim
condensed consolidated financial information), and concluded
that a going concern basis was appropriate when preparing the
financial statements, after taking into consideration of followings:

Based on the cash flow forecast prepared by the
management of the Company, the Group has stable
operating cash inflows to meet its daily working capital
requirements for the year ending 30 June 2020;

The directors are of the opinion that the EUR175,000,000
bank borrowings (equivalent to HK$1,521,812,000) due
in October 2019 will be renewed before due date. The
lender has agreed to sign renewal agreement with the
Group on 29 July 2019 unless any material adverse event
occurs before the renewal date and the management
does not foresee any material adverse event, which will
substantially hinder the renewal, on the date of approval
of the financial information; and

1 4 Kai Yuan Holdings Limited | Interim Report 2019
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

2.1

2.2

BASIS OF PREPARATION (continued)

. An entity owned by Mr. Du Shuang Hua, who in turn is a
shareholder deemed to be interested in approximately
5.54% of the issued share capital of the Company, has
committed to provide financial support to enable the
Group to meet its liabilities when they fall due in the
foreseeable future (at least 12 months from the date of the
interim condensed consolidated financial information).

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those applied in the preparation of the Group'’s
annual consolidated financial statements for the year ended 31
December 2018, except for the adoption of the new and revised
Hong Kong Financial Reporting Standards (“HKFRS") effective as of
1 January 2019.

Amendments to HKFRS 9 Prepayment Features with Negative Compensation
HKFRS 16 Leases

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and

Joint Ventures
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23

Annual Improvements
2015-2017 Cycle

Other than as explained below regarding the impact of HKFRS
16 Leases, the new and revised standards are not relevant to
the preparation of the Group’s interim condensed consolidated
financial information. The nature and impact of HKFRS 16 are
described below:

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-Int 15 Operating
Leases - Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all
leases under a single on-balance sheet model. Lessor accounting
under HKFRS 16 is substantially unchanged from HKAS 17. Lessors
will continue to classify leases as either operating or finance leases
using similar principles as in HKAS 17. Therefore, HKFRS 16 did not
have any financial impact on leases where the Group is the lessor.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

2.2

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

The Group adopted HKFRS 16 using the modified retrospective
method of adoption with the date of initial application of
1 January 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initial adoption as
an adjustment to the opening balance of retained earnings at 1
January 2019, and the comparative information for 2018 was not
restated and continues to be reported under HKAS 17. The Group
has no such opening adjustment upon initial adoption of HKFRS
16 at 1 January 2019.

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the contract
conveys a right to control the use of an identified asset for a
period of time in exchange for consideration. Control is conveyed
where the customer has both the right to obtain substantially all
of the economic benefits from use of the identified asset and the
right to direct the use of the identified asset. The Group elected
to use the transition practical expedient allowing the standard
to be applied only to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 at the date of initial
application. Contracts that were not identified as leases under
HKAS 17 and HK(IFRIC)-Int 4 were not reassessed. Therefore, the
definition of a lease under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains a
lease component, the Group allocates the consideration in the
contract to each lease and non-lease component on the basis of
their standard-alone prices. A practical expedient is available to a
lessee, which the Group has adopted, not to separate non-lease
components and to account for the lease and the associated non-
lease components (e.g., property management services for leases
of properties) as a single lease component.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

2.2

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

As a lessee - Leases previously classified as operating leases
Nature of the effect of adoption of HKFRS 16

As a lessee, the Group previously classified leases as either
finance leases or operating leases based on the assessment of
whether the lease transferred substantially all the rewards and
risks of ownership of assets to the Group. Under HKFRS 16, the
Group applies a single approach to recognise and measure right-
of-use assets and lease liabilities for all leases, except for two
elective exemptions for leases of low value assets (elected on a
lease by lease basis) and short-term leases (elected by class of
underlying asset). The Group has elected not to recognise right-
of-use assets and lease liabilities for (i) leases of low-value assets
("leases of low-value assets exemption”); and (ii) leases, that at
the commencement date, have a lease term of 12 months or less
(“short-term lease exemption”). Instead, the Group recognises the
lease payments associated with those leases as an expense on a
straight-line basis over the lease term.

Impacts on transition

The Group has used an elective practical expedient to exempt the
lease with a lease term that ends within 12 months from the date
of initial application. Together with the leases of low-value assets
exemption and short-term leases exemption mentioned above,
the Group has no quantitative impacts on transition.

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December 2018
is replaced with the following new accounting policies upon
adoption of HKFRS 16 from 1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease. Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made
at or before the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain
ownership of the leased asset at the end of the lease term, the
recognised right-of-use assets are depreciated on a straight-line
basis over the shorter of the estimated useful life and the lease
term.

2.2
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

2.2

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or
a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to terminate.
The variable lease payments that do not depend on an index or a
rate are recognised as an expense in the period in which the event
or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses
the incremental borrowing rate at the lease commencement date
if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the
lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification, a change in
future lease payments arising from change in an index or rate, a
change in the lease term, a change in the in-substance fixed lease
payments or a change in assessment to purchase the underlying
asset.

SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has two reportable
operating segments (six months ended 30 June 2018: two) as
follows:

(a) the hotel operation segment engaged in operation of
hotel businesses in France;

(b) the money lending segment engaged in providing
mortgage loans in Hong Kong.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment loss,
which is a measure of adjusted loss before tax from continuing
operations. The adjusted loss before tax from continuing
operations is measured consistently with the Group’s profit before
tax from continuing operations except that interest income and
corporate and other unallocated expenses are excluded from
such measurement.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

3. SEGMENT INFORMATION (continued) 3. ZoWMER®@E
The following tables present revenue and profit information for TREJAKELEDH DR EZE
the Group's operating segments for the six months ended 30 June —E-NERZFE-NFA=1+H
2019 and 2018, respectively. 1E7]ME A 2 e Ko A E R o
Hotel Money
Six months ended 30 June 2019 operation lending Total
—E-hFEXRA=THLEAEAR B E R Rl & st
HK$’000 HK$’000 HK$’000
FET FET FET
Revenue &

Sales to external customers and RSN EFIHE &

revenue from continuing REBELEER

operations 2 Was 108,462 2,664 111,126
Results E45
Segment (loss)/profit DEB(EB),Sm (17,717) 2,345 (15,372)
Reconciliation AR
Bank interest income HRITHEWA 7,163
Corporate and other unallocated R FIREMADE

expenses X (8,051)

Loss before tax from continuing ~ REBFERKLLEEB 2
operations PR AT ES 18 (16,260)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

3. SEGMENT INFORMATION (continued) 3. aZEERGE)
Hotel Money
Six months ended 30 June 2018 operation lending Total
—E-NFARA=THLEAREAR B mE st
HKS'000 HKS'000 HKS000
T#ET TF#ET TETT
Revenue W

Sales to external customers and  [AIANER R P IEE &

revenue from continuing REFELEER

operations pdlgS 136,793 3,279 140,072
Results E44
Segment (loss)/profit o EB (&R ), (2,127) 3,120 993
Reconciliation AR
Bank interest income HRITHBUWA 905
Corporate and other unallocated R T REMAD A

expenses =53 (9,079)

Loss before tax from continuing R EFEKLEK
operations KR ATE B (7181)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

4. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue, other income and gains is as follows:

AR & P H B RS E R A

W - HfAR Bz
Wz - H A RIS AT

For the six months ended 30 June

BEANA=THIEREA

2019 2018
—E-hF —E-N\F
(Unaudited) (Unaudited)
(REER) (REFEZ)
HK$’000 HKS'000
FHET FET

Revenue &3
Rendering of services REIRE 108,462 136,793
Interest income F B A 2,664 3,279
111,126 140,072

Other income Hig A

Rental income AW A 1,361 1,059
Bank interest income RITHEWA 7,163 905
8,524 1,964

Gains Ik &
Foreign exchange gains b e - 5
Business interruption compensation HEBHEREE 5,960
Others =) £
2 5,965
8,526 7,929
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

4, REVENUE, OTHER INCOME AND GAINS (continued) 4.,
The disaggregation of the Group’s revenue from contracts with
customers, including rendering of services above, for the six
months ended 30 June 2019 and 2018 respectively, are as follows:

W - HbW AR (#)
REBEE_Z-NFR_ZF-NFRH
=E+HIERNER  AEBEZEFPERN
W (B3 B ART) 5 5185 a0
T

For the six months ended 30 June

BEAA=ZTHLEREAR

2019 2018
—E-NF —ZT-N\F
(Unaudited) (Unaudited)
(REEX) (REgE=Z)
HK$’000 HKS$000
FET FEIT
Type of services i g%kl
Rendering of accommodation services RMEETE R 86,951 109,264
Rendering of catering services BB ARTS 19,854 25,618
Rendering of travel agency services RAIRTTHL AR TS 1,167 953
Rendering of laundry services KRS 490 958
Total revenue from contracts with customers % 5 & KUk 25 4858 108,462 136,793
Geographical markets E T 5
France and total revenue from contracts with SAB M B FE A #I5E%E
customers 108,462 136,793
Timing of revenue recognition = R R
Services transferred over time and total RIS E — RS R NS
revenue from contracts with customers EPaHRaEBsE 108,462 136,793

Total revenue from contracts with customers can be directly
reconciled to the segment revenue of the hotel operation in

note 3.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

5. FINANCE COSTS 5. BERK
For the six months ended 30 June

BZEANA=1+HILAEA
2019 2018
—E-NF —T-N\F
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
HK$’000 HKS$000
FET FET
Interest on bank borrowings RITEEFE 16,957 17,960

Fair value losses, net: N ERBEFE
Cash flow hedges (transfer from REMEE

other comprehensive income) (ERaEMEEmEA) 6,358 6,951
Interest on lease liabilities HEBBEZNE 98 =
23,413 24,911

6. LOSS BEFORE TAX FROM CONTINUING OPERATIONS 6.

The Group's loss before tax from continuing operations is arrived

at after charging/(crediting):

REFBEEEREL 2RBAEE

AEERAFELERBZBHAE
BIEME GEAATIRR ¢

For the six months ended 30 June

BEXNA=THIEREA

2019 2018

—E-hF —E-N\F

(Unaudited) (Unaudited)

(REEX) (REEEZ)

HK$’000 HKS$000

FHET FET

Cost of hotel service B JE RS A AR 76,951 88,644
Depreciation of property, plant and equipment  #1% « B RREITE 18,324 21,782
Depreciation of right-of-use assets FREEENE 700 =
Amortisation of intangible assets mIEEEH 62 72
Foreign exchange differences, net FEH FE5E 108 (5)
Bank interest income RITHIBUA (7,163) (905)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

7. INCOME TAX CREDIT
The major components of income tax credit for the six months
ended 30 June 2019 and 2018 are as follows:

FriEBiER
HE-_Z—NLFhF—-N\FXA
—t+HRLEANEAFRSHERZEEE
DT

For the six months ended 30 June

BEANA=THILEREA

2019 2018
—E-hEF —ZE-N\F
(Unaudited) (Unaudited)
(REEERK) (REgE=Z)
HK$’000 HKS$000
FET FET

Current income tax: BNERFR1SHY
Hong Kong & 106 -
Luxembourg ERE 42 60
Deferred income tax EEFTIS (1,736) (1,084)
Income tax credit for the Period AP S B 2 (1,588) (1,024)

Hong Kong profits tax has been provided at a two-tier profits tax
system. The profits tax rate for the first HK$2 million of profits
of enterprises will be lowered to 8.25% (that is, 50% of the
normal profits tax rate). Profits above that amount will continue
to be subject to the standard tax rate of 16.5%. Each group of
enterprises may only nominate one enterprise to benefit from the
lower tax rate. During the six months ended 30 June 2019, the
Group has nominated Kai Yuan Capital Limited to benefit from
the lower tax rate. During the period ended 30 June 2018, none of
the enterprises in the Group generated any estimated assessable
profits arising in Hong Kong and, therefore, the Group did not
make such nomination.

The provision for Mainland China current income tax should be
based on the statutory rate of 25% (six months ended 30 June
2018: 25%) of the assessable profits of the Group’s subsidiaries in
Mainland China as determined in accordance with the relevant
income tax rules and regulations of the PRC Corporate Income Tax
Law, which came into effect on 1 January 2008. No provision for
Mainland China current income tax has been made, as the Group
does not have any assessable profit arising in Mainland China.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR & P H B RS E R A

INCOME TAX CREDIT (continued)

The provision of French current income tax was based on the rate
of 28% for the estimated assessable profits within EUR500,000
(inclusive) (six months ended 30 June 2018: 28%) and 31% for
that above EUR500,000 (six months ended 30 June 2018: 33.33%)
of the estimated assessable profits arising during the Period. The
following tax rates are effective from 1 January 2019 in France:

For year 2019 28% for the estimated assessable profits
within EUR500,000 (inclusive) and 31% for
that above EUR500,000

Foryear 2020 28%
For year 2021 26.5%
For year 2022 25%

and afterwards

The provision of Luxembourg’s current income tax is based on the
rate of 29.22% (six months ended 30 June 2018: 29.22%) of the
estimated assessable profits arising during the Period.

DISCONTINUED OPERATION

On 13 April 2018, the Company entered into an agreement
to dispose of the entire issued shares of Leading Prospect
Limited (the “Target”) and a shareholder’s loan owing by the
Target and its subsidiaries (the “Target Group”) to the Company
(the “Shareholder’s Loan") to a third party, Ridge Avis Limited
(collectively referred to as the "Disposal”).

BHER (%)
EBIBVHEART S FRARIE BB N E &£ 2 (h 5T
JE SR T Ui A #%2 28% (R {51 FE SR B0 F)
FE500,000B & (BIEHE) 2 ) (ZF
—N\FRAZFTBHLEREAR : 28%) &
319% (ZA{H 5T FE ER B % FIJ 3B #8.500,000 B8
BT N\EXNA=ZTHIEAR :
3333%) MEEE - THHEEZZ
—NWE—F—BREERAR :

“T-NEE (MG HEERENE
500000BX & (BB M E) 2 )
R3100( mfh st IR T R AR B
500,00081 %)

“TCEEE 8%
TEC-FE 265%

“ECCEE 5%

EREBNHEHRBRERNEE ZH
= E RB % A3229.220 ( —FE — NE X
B=1HINER 29.22%) B REHE -

B IEEK
RZZE-N\FWHA+=R8 - ARFF]
37 1#9:% 0 H & Leading Prospect Limited
(TEZERAE2HEBITRNHURE
BARHEAMBAR(IBEEEE])%E
RERNBZBREF(TREER] T
—% 5% = J7Ridge Avis Limited (78 [
BEIE]) -

BBERARATR | 2010 £hmE 25



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
B4R & P H B TS E B

8. DISCONTINUED OPERATION (continued) 8. ERLEXEKW®W
The Target Group is engaged in operation of hotel business in AEEEEEAKEHBEEKE - B1Z
Hong Kong. Particulars of the Target Group are as follows: EEZERINT ¢
Place of
incorporationor Issuedand fully  Percentage of issued share/ registered
Legal form of registration/place paid-up share/ capital attributable to Principal
Name of subsidiary business of operations registered capital  the Company before the Disposal activities
Bl BRIR
BT BERG/ ETHESHEARLR
WELREH EEERKR  HE/EEnE  ARES ERERORG/AMEXEI  TEEH
Direct % Indirect %
B#% %
Leading Prospect Limited Corporation British Virgin USD100ETT 100 - Investment
Islands holding
A REERRES RERR
A6 Limited Corporation Hong Kong HK$10,0007 7T = 100 Owner of hotel
property
Gl &R BENE
12U
Hotel de EDGE Limited Corporation Hong Kong HK$ 1007 7T = 100 Hotel operation
A B BEGE
Hotel de EDGE Management Corporation Hong Kong HKS 10078 7T S 100 Hotellicence
Limited owner
A &E BERR
#EBA
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

8. DISCONTINUED OPERATION (continued)

AR & P H B RS E R A

8. EBRLEEXHBW

The Disposal was completed on 20 June 2018. The results of HEFEERNR -_Z—N\EA=-1+H
discontinued operation for the six months ended 30 June 2018 =K DRIFTEERBE—T—N\F

are presented below:

NAZTHLERBEAZEEZ5IWMT

For the

six months ended

30 June 2018

HE_Z-N\F

~NA=+H

1E7NEA

(Unaudited)

(REEZ)

HKS'000

FET

REVENUE Yz 14,159
Cost of sales SHE KA (6,866)
Gross profit EH 7,293
Administrative expenses THAX (3,655)
Profit before tax from the discontinued operation REBRIEER ZBRBATRF 3,638
Income tax expense s Hif = (579)
Profit after tax from the discontinued operation REBRIEER 2 REE R 3,059
Gain on disposal of subsidiaries (note 24) LEHT B ARz Wes (fato4) 335,570
Profit for the Period from the discontinued operation KB B R IEER 2 BN T 338,629

BBERARAR | 2010 s 27



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

8. DISCONTINUED OPERATION (continued) 8.

The net cash flows incurred by the Target Group are as follows:

ERIERE (5
AIREEMELZREREFANT

For the

six months ended
30 June 2018
HE_Z-N\F
/\ﬂ :+ E
IEREA
(Unaudited)
(REEEZ)
HKS$000

FET

Operating activities EEED
Investing activities WEEE

4,704
(236)

Net cash outflows e m it FEE

4,468

Earnings per share amount for the above mentioned discontinued
operation is stated below:

FRBELEE SREFNSERT
o -

For the

six months ended
30 June 2018
HE=—ZT—N\F
~A=+H
EREA
(Unaudited)
(REEEZ)

Basic and diluted earnings per share from REERIEEFR2EBREARAR

the discontinued operation BE AT

HK2.65 centsi il

The calculation of basic and diluted earnings per share from the
discontinued operation is based on profit attributable to ordinary
equity holders of the parent from the discontinued operation and
weighted average number of ordinary shares of 12,778,880,000
(six months ended 30 June 2018: 12,778,880,000) in issue during
the Period. The share option scheme in note 23 gives rise to an
anti-dilutive effect, which has been ignored in the calculation of
diluted earnings per share from the discontinued operation.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

10.

DIVIDENDS

The directors of the Company do not recommend the payment of
any dividend in respect of the Period (six months ended 30 June
2018: Nil).

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic (loss)/earnings per share amount is
based on the (loss)/profit for the period attributable to ordinary
equity holders of the Company, and the weighted average
number of ordinary shares of 12,778,880,000 (six months ended 30
June 2018:12,778,880,000) in issue during the Period.

The calculation of the diluted (loss)/earnings per share amount is
based on the (loss)/profit for the period attributable to ordinary
equity holders of the Company. The weighted average number of
ordinary shares used in the calculation is the number of ordinary
shares in issue during the period, as used in the (loss)/earnings per
share calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the
deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

No adjustment has been made to the basic earnings per share
amount presented for the six months ended 30 June 2019 and
2018, respectively, in respect of a dilution as the impact of the
share options had an anti-dilutive effect on the basic earnings per
share amount presented.

10.

9=\
ARREFTE T EZRAHEIRMNE
AR (ZF—NFRA=THLENE
H o E) -

AAAEBEZRBEAEL
SR(EE) &F

%%%ﬁ(%%%/ﬁﬁéﬁﬁﬁ
BARAEBESFBEAEMBER
(Eﬁ?g)//mﬂ MEERNE BT
B on #E F 15 8% E12,778,880,000 P&
(—? }\E'E/\ﬂ +EI_|J:/\1.H
12,778,880,0000% )51 & o

Hﬁ%&%(}éﬂﬁ)/%ﬁ‘fgﬁiﬂﬁf
ZN/NE] F“*H*ﬁ/\ﬁiﬁﬁﬁlﬁ(ﬁéﬁ
%E)//ﬁﬁ'u H-AEERERZYE
BEMNEFARBAFTEESR(E
B/ BARMAERZHRNEETER
BEE  UREBRAAEABCEEES
gz LHQ%EZ*E%TTE‘JZE?ﬁ?%i%
B EEIRIT 2 E BT IR -

TERABE_Z-NAFR_Z-N\F
ANAZtTHELERNBEREEHRZERE
RENEEEHBETAE  RERE
BEsEHC 2RI ERERET
PHEEAREEYE -

BEERARAR | 2010 £hE 29



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

10.

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE 10, AR AEERESEEAEN

TO ORDINARY EQUITY HOLDERS OF THE
COMPANY (continued)

The calculations of basic and diluted (loss)/earnings per share

amounts are based on: RIBATEUIERAE -

SR(EE) B E)

BREANEE(ER) BINESRT

For the six months ended 30 June

BEAA=ZTHLEREAR

2019 2018
—E-NF —ZT-N\F
(Unaudited) (Unaudited)
(REEX) (REgE=Z)
(Loss)/profit (HK$'000) (B8 SR (FEx)
(Loss)/profit attributable to ordinary equity ~ FA{EsT EERREAR K
holders of the Company, used in the basic e (ER),/&Bfz
and diluted (loss)/earnings per share RAalEdERBEREA
calculation FE(L (E518) %= 7
From continuing operations REFELEEERS (14,672) (6,157)
From discontinued operation REDKRIEES = 338,629
(14,672) 332,472
Number of shares ("000) BAHE (FR)
Weighted average number of ordinary shares ~ FA{EzF BB ILEAR
in issue during the period used in the basic (B18),/ B ZBHRNB T
(loss)/earnings per share calculation EIRAR IR SRR & 12,778,880 12,778,880
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

11.

12.

PROPERTY, PLANT AND EQUIPMENT 1. ¥ BERR®E
During the six months ended 30 June 2019, the Group RBEEZZE-—NAFANA=+HIEXRE
acquired items of property, plant and equipment with a cost of A XEERBEEDE  BMENLRESE
HK$4,411,000 (six months ended 30 June 2018: HK$2,160,000). BZHAB4411,008T(ZZE—N
Depreciation for items of property, plant and equipment was FRA=Z+THIEAEA : 2,160,000
HK$ 18,324,000 during the Period (six months ended 30 June 2018: JT)  BAR - WE - mEMEREEBEIT
HK$23,279,000). ER18324000B T (ZE—N\F XA
=+HI1EEA £ 23,279,00097T) °
No significant property, plant and equipment were disposed REBEEZZT-—NENA=Z+THILEARE
for the six months ended 30 June 2019. The Disposal led to a A TELEETMNEAYE  BEXL
decrease of HK$514,061,000 of property, plant and equipment o HESEBHBEREE TN\ F
during the six months ended 30 June 2018, which is detailed in NAZTHERNRERZYME  BERK
note 24 BB 514,061,000 7T - BAFFER
AMEEE24 o
At 30 June 2019, certain of the Group's hotel properties with RZE—NNFRNA=ZTH  &E&E
a net carrying amount of approximately HK$2,836,040,000 (31 B BR ™ % E A 49 2,836,040,000 7 JT
December 2018: approximately HK$2,873,398,000) were pledged —E-—NF+ZA=Z=+—"8:4
to secure general banking facilities granted to the Group (note 2,873,398,000/8 ) v A THIEWEE
19). EER  ERAEEER —MRRITH
& EIRm(FEE19) o
RIGHT-OF-USE ASSETS 12. EAEEE
Motor Office
Properties vehicles equipment Total
L/ ES RE BAERE st
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBEZ) (REER) (CREER) (CREER)
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
As at 1 January 2019 RZE—h&F—H—H
Additions %40 30,579 302 122 31,003
Depreciation charges EMZ (623) (59) (18) (700)
Exchange differences on BMEFREEZIER Z5
translation (394) (1) (1) (396)
As at 30 June 2019 R_ZE—-NFEA=1H 29,562 242 103 29,907
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

13. EQUITY INVESTMENT DESIGNATED AT FAIR 13.

EERAFEFAHEMEZR

VALUE THROUGH OTHER COMPREHENSIVE WAZREIZE
INCOME
30 June 31 December
2019 2018
—E-hEF —FE-N\F
AB=E+H +tZHA=+—H
(Unaudited) (Audited)
(REER) (feE=Z)
HK$’000 HKS$000
FET FET
Equity investment designated at fair value ETIRAFEFAEMEE
through other comprehensive income WA ZBRARE
Unlisted equity investments, at fair value FELEMRAKRE - ZAFE
Beijing Chemical Reaction Engineering IEREIHRBHRER A A
Science & Technology Co., Ltd.
(db 8l 3m KRB R A R) 24,757 24,779
14. TRADE RECEIVABLES 14. FEURBEZR
30 June 31 December
2019 2018
—E-hEF —E-N\F
ARA=tH +tZHA=+—H
(Unaudited) (Audited)
(REER) (feHE=Z)
HK$’000 HKS$000
FET FET
Trade receivables JE U BR 7R 45,047 20,609

Hotel operation revenue is normally settled by cash or credit
card. For travel agents and certain corporate customers, the
credit period is generally one month. There is no significant
concentration of credit risk. The Group does not hold any
collateral or other credit enhancements over its trade receivable
balances. Trade receivables are non-interest-bearing.

32 Kai Yuan Holdings Limited | Interim Report 2019

BEEERA—RABREHERARX
e RKITHEETRREFME -
BREH-—RA—EA  ABEKREE
SRR o NEBEE B ERRS
BRI A AR E AR EMETIERE
B o USRI AR



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

14. TRADE RECEIVABLES (continued) 14. BWERMR(E)
An ageing analysis of trade receivables as at the end of the RBEEHBEER - REEA B
reporting period, based on the invoice date and net of loss B EWERR(EHREERE) 2k
allowance, is as follows: BRAMZHT
30 June 31 December
2019 2018
—E-hF —ET-N\F
ANA=tH +-A=1+—H
(Unaudited) (Audited)
(REER) (re&E%)
HK$’000 HKS'000
FHET FET
Within 1 month 1E A LA 26,364 7,129
1to 3 months 12318 A 18,634 13,430
Over 3 months 3ME A E 49 50
45,047 20,609
15. LOAN RECEIVABLES 15. BRER
30 June 31 December
2019 2018
—E-hEF —T-N\F
RNRA=+R +-A=+—H
(Unaudited) (Audited)
(RBER) (Fe&%)
HK$’000 HKS'000
FHETT FEIT
Loan receivables JIE U 3R 50,000 210,000
The Group's loan receivables, which arise from the money AREFBZEKWERFAES SIRMHR
lending business of providing mortgage loans in Hong Kong, are IBERZREE  HETEHE -

denominated in Hong Kong dollars.

Loan receivables are secured by collaterals providing by FEWEZERPIEMH ZIEKM R ER
customers, bear interest and are repayable within fixed terms W A EWIREE T2 EEEH
agreed with the customers. B8 o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

16. PLEDGED DEPOSITS 16. BEREXK
30 June 31 December
2019 2018
—E-hEF —E-N\F
NA=+H +=-A=+—H
(Unaudited) (Audited)
(REEZR) (&EZ)
HK$’000 HKS'000
FETT FET
Pledged deposits [ s 22,816 23,011
As at 30 June 2019 and 31 December 2018, the pledged deposits RZE—AFRNAZ+BEZ=ZZ—N
represent the time deposits pledged to secure repayment of F+-A=+—H BEEFZRED
interests arising from interest-bearing bank borrowings. BB TR HARZBEES
BIRITIEEFMEEZFE ZIEHGH -
17. TRADE PAYABLES 17. BEFERR

The trade payables are non-interest-bearing and are normally
settled on 30-day terms. The trade payables have no significant
balances with ageing over one year based on the invoice date.
The Group has financial risk management policies in place to
ensure that all payables are paid within the credit timeframe.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

18.

19.

OTHER PAYABLES AND ACCRUALS 18. HttENMRERETEH
30 June 31 December
2019 2018
—E-hEF —E-N\F
ANB=tH +t—HA=+—8
(Unaudited) (Audited)
(REEZ) (JEi%)
HK$'000 HKS'000
FET FET
Other payables EH At T 5RIE 23,065 18,717
Other tax payables Hh A TR 20,621 13,145
Accruals Bt E A 13,272 9,922
Interest payable FERTRIE 8,004 8,224
64,962 50,008

INTEREST-BEARING BANK BORROWINGS 19. FHERITEE

On 13 October 2014, the Group borrowed EUR175,000,000 loans
from Societe Generale Corporate & Investment Banking which will
be repaid on 14 October 2019 bearing interest at three months
EURIBOR plus 2.2%. The loans were pledged by the Group's hotel
property situated in France, which had an aggregate carrying
value of HK$2,836,040,000 as at 30 June 2019 (31 December 2018:
HK$2,873,398,000).

At 30 June 2019 and 31 December 2018, the Group had an
interest rate swap agreement in place with a notional amount
of EUR175,000,000 whereby it received interest at a variable rate
equal to the Europe Interbank Offer Rate ("EURIBOR”) on the
notional amount and paid interest at a fixed rate of 0.516%.

The swap is designated as a hedging instrument to hedge the
exposure to changes in future cash outflows of interests arising
from its 5-year secured loan. The secured loan and the interest
rate swap agreement have the same critical terms.

RZE—NFE+A+=8  A&£EMRA
Societe Generale Corporate & Investment
Banking f& A 175,000,000 B E R © &
BMEFRBER_Z—hLFTHATHEBAE
B UWiR=EABTERTRAZERE
T22FEE B o EMERAXREB LR
ERZBEMEERER  RZF—N
FRA=Z+H ZBEMEZEREAE
8 4 2,836,0400008 T (ZF — )\ F
+=—B=+—H :2873,398,000/87T) °

R-ZE—AFNAZ+BE=-Z—N
F+-_A=+—H8 XEEITYTH
F & F8/5175,000,0008 % 2 F| RIGHI &
e Bl AEERBESEZAE
RETTERTT R ZEHF B (BT @R TR
ERE ) ZIZEF RIS - WiRE
FEBERSI6ESZMFE -

PR OREERER/EHRTA
EEHUHMIFHRAEMERNEZ R
XReRLESRER - LABERE
REMXEMEVEBERERGK
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

20.

DEFERRED TAX

20.

The components of deferred tax assets and liabilities are as

IR IR

ELERBEEERABZEARTIWT

follows:
30 June 31 December
2019 2018
—E-hEF —FE-N\F
NA=+H +t-HA=+—H
(Unaudited) (Audited)
(REBER) (&%)
HK$’000 HKS'000
FET FET
Deferred tax assets: RERRIEE
Cash flow hedges REMELH A 1,225 3,129
Losses available for offsetting against future AR AR SR E R m F 2
taxable profits-France B8 — LB 19,641 19,945
20,866 23,074
30 June 31 December
2019 2018
—E-NF —ET-N\F
NAB=+H +t-HA=1+—H
(Unaudited) (Audited)
(REBER) (%)
HK$’000 HKS'000
FETT FET
Deferred tax liabilities: FELEFTEAG:
Fair value adjustments from acquisition of WEEBB A RIFTELZ
subsidiaries N EFE 237,203 240,136
Others Hip 2,045 3,049
239,248 243,185

For presentation purposes, certain deferred tax assets and
liabilities have been offset in the interim condensed consolidated

statement of financial position.

REIME  ETECHRBEERBE
ERERERS h B BARRBRR TR -

30 June 31 December
2019 2018
—E-hF —FE-N\F
NA=+H +=-A=+—8H
(Unaudited) (Audited)
(REEZR) (& Fz)
HKS’000 HKS'000
FET FEIT
Deferred tax assets recognised in the RERE SRR TR R
consolidated statement of financial position RIELEFRTEE E 18,821 20,025
Net deferred tax liabilities recognised in the RERE ISR R R
consolidated statement of financial position R IRERIE B EF 5 237,203 240,136
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

21.

22,

LEASE LIABILITIES

21. HEEE

(Unaudited)

(REER)
HKS$’000
FHET
As at 1 January 2019 RZE—hE—H—H
Additions 0 31,003
Interest expense FERHE 98
Payments L (3,166)
Exchange differences on translation MHEFEAZER Z8 (357)
As at 30 June 2019 R-_ZE—-NFRA=1TH 27,578
Portion classified as current liabilities NEARBAEB LY (9,629)
Non-current portion SEmEN o 17,949
ISSUED CAPITAL 22, EBRITRE
Number of shares Share capital
RH#E R
30 June 31 December 30 June 31 December
2019 2018 2019 2018
—E-hE —T-N\F —E-hE —2N\E
AAZ+R +ZA=1-AH ARB=tR +ZA=t—-H
‘000 ‘000 HK$’000 HKS'000
Fie FR FET FHET
Ordinary shares of HK$0.10 each SREEI0BTL
Liak
Authorised EE 20,000,000 20,000,000 2,000,000 2,000,000
Issued and fully paid BETREE 12,778,880 12,778,880 1,277,888 1,277,888
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

23.

SHARE OPTION SCHEME

Pursuant to a resolution passed on 17 May 2012 (the “Effective
Date”), the Company adopted a new share option scheme
(the “2012 Option Scheme”), which is for the purpose of
providing incentives or rewards to eligible participants for their
contributions to the Group and/or to enable the Group to recruit
and retain high calibre employees and attract human resources
that are valuable to the Group and any entity in which the
Group holds an equity interest. Under the 2012 Option Scheme,
the board of directors of the Company may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company.

Pursuant to the 2012 Option Scheme, the maximum number
of shares which may be issued upon exercise of all outstanding
options granted and not yet exercised under the 2012 Option
Scheme and any other share option schemes of the Company
shall not exceed 30% of the share in issue from time to time. The
subscription price for shares in respect of any options granted
under the 2012 Option Scheme will be a price determined by the
board of the directors of the Company, in its absolute discretion,
but in any case will not be lower than the highest of (i) the
closing price of the shares as stated in the Stock Exchange’s daily
quotation sheet on the date of offer, which must be a trading day;
(ii) the average closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of grant; and (iii) the nominal
value of a share on the date of grant, provided that for the
purpose of calculating the subscription price, where the shares
have been listed on the Stock Exchange for less than five trading
days, the new issue price shall be used as the closing price for
any trading day falling within the period before such listing. Upon
acceptance of the option, the grantee shall pay HK$1.00 to the
Company by way of consideration for the grant.

No eligible participant shall be granted an option if the total
number of shares of the Company issued and to be issued upon
exercise of the options granted and to be granted (including
both exercised and outstanding options) in any 12-month period
up to the date of the proposed grant to such eligible participant
would exceed 1% of the shares of the Company for the time
being in issue unless the proposed grant has been approved by
the shareholders of the Company in a general meeting with the
proposed eligible participant and his associates abstaining from
voting.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

23. SHARE OPTION SCHEME (continued) 23. BRETEE)

An option may be exercised in accordance with the terms of the BREREEANBE _Z——FBK
2012 Option Scheme at any time during a period as the Board may AR ZIESR  RESZS20 2 RS

in its absolute discretion determine which shall not be more than & TE 2 B PO {a] R R T R AR A
10 years from the date of grant of the option and subject to the WITE AR B ARER H B BT TG
provisions of early termination thereof and the Board may provide A+ E - WESIEAKIEETR
restrictions on the exercise of an option. 5] BEESR IR TEBITEBER

2 BRI o
As at 30 June 2019 and 31 December 2018, the exercise prices and R-ZE—AFNAZ+BEZ-ZZ—N
exercise periods of the share options outstanding are as follows: F+ZA=1+—H " HARITFEERE
ZATEERATEENT -

Closing price

Exercise  pershare

price before

Forfeited/ Outstanding  pershare the date on

At Granted  Exercised Lapsed asat  (subjectto  whichthe

1 January during during during 30June anti-dilutive options were

Grantees 2019  theperiod theperiod  the period 2019  adjustment) granted

i

IS “E-nEF SBROEE BkE

ZE-hE Bkl RA=tE (TfERE REAHA

ERA -A-B  BRRL  HRTE KM HATHR BHZ) SRUTE

‘000 ‘000 ‘000 ‘000 ‘000 HKS HK$

K K K K K V-7 V-2

Directors B
Mr. Xue Jian it e 127,780 - - - 127,780 0.100 0047
Mr. Law Wing Chi, Stephen BBk 5564 10,000 - - - 10,000 0.100 0,047
Employees E&
Other employees At 8 7,000 - - - 7,000 0.100 0,047
144,780 144,780
Exercisable at the end of B T
the period 144,780 144,780
Weighted average exercise  SHRIIEFHIEE
price per share (HKS) (B7T) 01
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
B4R & P H B TS E B

23. SHARE OPTION SCHEME (continued) 23. BREE @)
Closing price
Exercise per share
price before
Forfeited/  Outstanding pershare  the date on
At Granted Exercised Lapsed asat  (subjectto which the
1 January during during during 31 December  anti-dilutive  options were
Grantees 2018 the year the year the year 2018 adjustment) granted
—2-N\&
S TZR  BRAREE BiE
—Z)\F ERRY/  =t-B  (WUfRE REE®M
ERA -A-B  EARE  EAOR XM mAfTR BRE) BRUWE
000 000 000 000 000 HKS HKS

i i T TR TR AT AT

Directors B2
Mr. Xue Jian BRLE 127,780 - - - 127,780 0100 0047
Mr. Law Wing Chi, Stephen Bk FRE 10,000 - - - 10,000 0.100 0.047
Employees E&
Other employees s 8000 S S (1,000) 7,000 0.100 0.047
145,780 (1,000) 144,780
Exercisable at the end of FRATIR
the year 145,780 144,780
Weighted average exercise G I1E T
price per share (HKS) TEBED) 01
The exercise price and exercise period for the share options NR-ZE—-NhENB=1THE=-Z— N\
outstanding as at 30 June 2019 and 31 December 2018 are as FHZA=1+—H  MR1TEERE
follows: ZATEE RATE AT
30 June 2019 and 31 December 2018 —E-NAFEAAZTHER=ZB-N\F
+t=-RA=+—H

Number of shares to be
allotted and issued upon  Exercise price

Grantees exercise of options per share* Exercise period
BREETERSTERER

AERA BRITZROBE BRITEE* TEH

‘000 HK$

FR BT
Directors of the Company 137,780 0.100 15 December 2017 to 16 May 2022
RABEE —E—+H+-A+HBZE

—Z__FhA+TARAH

Other employees 7,000 0.100 15 December 2017 to 16 May 2022
Hihfg 8 —T—+tF+=-At+HAE

—E-—FHA+NH

144,780
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

23.

SHARE OPTION SCHEME (continued)

* The exercise price of the share options is subject to adjustment in
the case of rights or bonus issues, or other similar changes in the
Company’s share capital.

No share options were exercised during the period (2018: Nil).

At the end of the reporting period, the Company had options to
subscribe for 144,780,000 shares outstanding under the scheme.
The exercise in full of the outstanding share option would, under
the present capital structure of the Company, result in the issue of
144,780,000 additional ordinary shares of the Company, additional
share capital of HK$14,478,000 and additional share premium of
HK$2,158,000 transferred from the share option reserve to share
premium.

At the date of approval of the financial information, the Company
had options to subscribe for 144,780,000 shares outstanding
under the 2012 Option Scheme, which represented 1.13% of the
Company'’s shares in issue.

23.

B8 (s
© MRTRBRRARET  RAAQT
RA R B RS - B E

TEER THE -

HATEBRRETECET - N\F:
i) o

RERBELED KRR EZTE
T+ 0] 208 144,780,0000% P17 2 B P
R ARITE - BIBEAQF IR ZRA
g BEOERARTERRESS
B EAINEE 1T 144,780,000/ A &) E B
B% ~ 1 ANRA% 7 14,478,0007% 7T K 58 HNi%
1935218 2,158,00078 7T F B8 A% A2 (7% A o 3

MR RAE -

REBEERERY  ARFE=
T FHEBREFTETEEURE

144,780,0008% B2 17 2 BB AR B i) R AT -

HARRNTEEITRME1.13% ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

24. DISPOSAL OF SUBSIDIARIES

24. HEKBAF

The net liabilities disposed of and gain on disposal of subsidiaries Merspstii v HEEBE EHEARE

in relation to the Disposal detailed in note 8 are as follows:

FRREEMB LR MFRENT

20 June 2018
—T-N\F
~A=+AH
HKS$000
FEr
Net liabilities disposed of: EHEBEFE
Property, plant and equipment W - BB REE 514,061
Deferred tax assets RIETRIEE &= 4,147
Inventories FE 57
Trade receivables FEUBR R 463
Other receivables and prepayments E At U IB R TR IR 597
Cash and cash equivalents HekIReEFEEBEY 11,799
Other payables and accruals HAb I R EETE A (1,184)
Receipt in advance AW FRIE (amn
Deferred tax liabilities BLEFIEAE (56,586)
Amount due to the Group B AR B FUIB (481,635)
Net liabilities BEFE (8,292)
Gain on disposal of subsidiaries HEMNRB AR ERE 335,570
Net gain on disposal of subsidiaries S B B A I P S e B8R 327,278
Satisfied by: <A
Cash e 821,721
Less: Directly attributable expenses W EEEIERX (12,808)
Disposal of Shareholder's Loan from the Target group HERZERERREER (481,635)
327,278
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

24,

25.

26.

DISPOSAL OF SUBSIDIARIES (continued) 24, HEKMEBAR )
An analysis of the net inflow of cash and cash equivalents in HEFHE R RBRFEMYRAF
respect of the Disposal is as follows: BEAMWT -
For the
six months ended
30 June 2018
BHE_ZT-N\F
~A=+AH
LE7RME A
HKS'000
T
Cash consideration HERE 821,721
Cash and cash equivalents not received R 2B e RReEED (2.252)
Directly attributable expenses BEEEERX (12,808)
Cash and cash equivalents disposed of EHEReRASEED (11,799)
Net inflows of cash and cash equivalents in respect of MBARHESEEZ2RER
the disposal of subsidiaries REZEYRNFRE 794,862
CAPITAL COMMITMENTS 25. BEXEE
At the end of each reporting period, the Group did not have any REE2HAREER - AEETE
significant capital commitments. R ERE AL -
RELATED PARTY TRANSACTIONS AND BALANCES  26. BEALTXZ R &4

(a) Related party transactions
The Group had no material transactions with related
parties for the period ended 30 June 2019 (six months
ended 30 June 2018: Nil).

(a BEEALXS
BE_E-NFAH=THL
B AEBEYEREEAL
AVERNEARS(ZF—N\F
NA=+HIEREA &) -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

B4R & P H B TS E B

26. RELATED PARTY TRANSACTIONS AND BALANCES  26. BIEA TSR
(continued)
(b)  Compensation of key management personnel of the (b) FEEXFEEEAEBZRH
Group
The remuneration of key management personnel during TEEEABRERN ZFHHN
the Period was as follows: N
For the six months ended 30 June
BEXA=+THLXEA
2019 2018
—E-hF —E-N\F
(Unaudited) (Unaudited)
(REEX) (REgFEZ)
HK$’000 HKS$000
FET FET
Short term employee benefits SRl = 1,980 1,980
Post-employment benefits B IR R A 18 18
Total compensation paid to key ENEEEEAE Z BMNETE
management personnel 1,998 1,998

Having due regard to the substance of the relationships,
the directors of the Company are of the opinion that
meaningful information relating to related party
disclosures has been adequately disclosed.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

27. FINANCIAL INSTRUMENTS BY CATEGORY 27. TRITAER
The carrying amounts of each of the categories of financial REFRPHLEERD  SeRHITALER
instruments as at the end of reporting period are as follows: ZEREEAWMT :
30 June 2019 ZE-NFEXRA=tH
Financial assets SREE
Financial
assets
at fair value Financial
through other assets
comprehensive at amortised
income cost Total
RAFEFA REHR A
HisZEBA FEZ
ZERMEE cREE At

(Unaudited) (Unaudited) (Unaudited)
(REBEXK) (REER) (REBEX)

HK$’000 HK$’000 HK$’000
FET FET FET
Equity investment designated BERAFEFTAEAM
at fair value through other ZHWRAZBZAEELE
comprehensive income 24,757 - 24,757
Trade receivables JEBR 71 - 45,047 45,047
Loan receivables FEWE - 50,000 50,000
Financial assets included in other FTAE M I K
receivables and prepayments BNFEZ2RERE - 8,693 8,693
Pledged deposits BHEBER - 22,816 22,816
Cash and cash equivalents RehReEED - 1,238,331 1,238,331
24,757 1,364,887 1,389,644
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

27. FINANCIAL INSTRUMENTS BY CATEGORY

27. 2®MIBERE

(continued)
Financial liabilities SHEE
Derivatives
designated
as hedge Financial
instruments liabilities
in hedge atamortised
relationship cost Total
EEHEE
HRiEERE R SH A
IRz EZ
PTETA cRAE st
(Unaudited) (Unaudited) (Unaudited)
(REEX) (REEXK) (REHFEX)
HK$’000 HK$’000 HK$’000
FHET FHET FHET
Trade payables FEfTRRRX - 7,335 7,335
Derivative financial instruments TESmIA 3,952 = 3,952
Financial liabilities included in FT A E b A 5E &
other payables and accruals EAEACeREE - 31,069 31,069
Lease liabilities HEAE - 27,578 27,578
Interest-bearing bank borrowings &t B RITEE - 1,521,812 1,521,812
3,952 1,587,794 1,591,746
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FINANCIAL INSTRUMENTS BY CATEGORY

(continued)
31 December 2018

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

AR & P H B RS E R A

27. 2®MIBEAE

—E-N\F+=ZA=+—H

Financial assets SHREE
Financial
assets
at fair value Financial
through other assets
comprehensive at amortised
income cost Total
BATERA REEKAK
Hih2mEmA FrEZ
L EREE PEREE HEt
(Audited) (Audited) (Audited)
(&%) (EZ) (&&= Z)
HKS'000 HKS'000 HKS'000
FET FET FET
Equity investment designated BERATEARM
at fair value through other 2EKRAZ
comprehensive income AT E 24,779 - 24,779
Trade receivables FEURBRE 30 = 20,609 20,609
Loan receivables FEWER = 210,000 210,000
Financial assets included in other &t A E {th i I 3R 18 2
receivables and prepayments FENRESREE = 7,677 7,677
Pledged deposits BEEAFER - 23,011 23,011
Cash and cash equivalents RekReEEY z 1,097,590 1,097,590
24,779 1,358,387 1,383,666
Financial liabilities EHMEE
Derivatives
designated
as hedge Financial
instruments liabilities
in hedge at amortised
relationship cost Total
EEHRER
RIEER  REHEHKAE
T A HEZ
ZOTETA Gl SR #aEt
(Audited) (Audited) (Audited)
(JEHE=Z) (®|z) (&®|Z)
HKS'000 HKS'000 HKS$000
FHET FET FEr
Trade payables JEFERFR - 5,954 5,954
Derivative financial instruments TTHESRMTE 10,095 = 10,095
Financial liabilities included in other &t A E b & 718 K&
payables and accruals FirERZEMAE - 26,785 26,785
Interest-bearing bank borrowings 5T BERTTEE = 1,534,818 1,534,818
10,095 1,567,557 1877652

BRIERERAT | 2019 Ehmmes 47



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

28.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s and the
Company'’s financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as

follows:

28. SRMIRZAFERAFE
=g
TRIFALEERARAZERTA
ZEEERATE(ERAERDTE
BRIBEEBRI) :

Carrying amounts Fair values
REE AFE
30 June 31 December 30 June 31 December
2019 2018 2019 2018
—E-hEF —TN\F —E-NEF —T-N\F
RA=tHE +ZA=+—H RA=tHE +ZA=+-H
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&%) (REBER) (&%)
HK$’000 HKS'000 HK$'000 HKS'000
FET FET FET FET
Financial assets CHEE
Equity investment designated at fair 5 EHE A FAEET A
value through other comprehensive  E s 2 EIRAZ
income BRAKRE 24,757 24,779 24,757 24,779
Financial liabilities tHaE
Derivative financial instruments THSRIA 3,952 10,095 3,952 10,095

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, loan receivables, trade receivables,
financial assets included in other receivables and prepayments,
trade payables, financial liabilities included in other payables
and accruals and the current portion of interest-bearing bank
borrowings approximate to their carrying amounts largely due to
the short term maturities of these instruments.

Management has assessed that the fair values of the non-
current portion of lease liabilities of the Group approximate to
their fair values due to their carrying amounts are present value
and internal rates of return are close to rates currently available
for instruments with similar terms, credit risk and remaining
maturities.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

28.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The Group's corporate finance team headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The corporate finance team reports directly to the
chief financial officer and the audit committee. At each reporting
date, the corporate finance team analyses the movements in the
values of financial instruments and determines the major inputs
applied in the valuation. The valuation is reviewed and approved
by the chief financial officer.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were
used to estimate the fair values:

The fair values of equity investments designated at fair value
through other comprehensive income have been estimated using
the market approach by reference to recent transaction price of
the investee’s ownership.

The Group enters into derivative financial instruments
with creditworthy financial institutions. Derivative financial
instruments, mainly interest rate swaps, are measured using
valuation techniques similar to swap models, using present value
calculations. The models incorporate various market observable
inputs including the credit quality of counterparties, and interest
rate curves. The carrying amounts of interest rate swaps are the
same as their fair values.

28.

TRMIAZAFERLQTE
B4 ()

AEBEZ RV HERHTHEEE
B HEBTSRTIAQFEFEZ
BRRERF - bCERBBEKEZRAY
BREREZZESER -NEEZ2
HEH CEMBEEKEIMEBT
AVZBEZS UYEEHEMERZ
TEBARE - HEAVHRERERN
REL -

EREERABZATFEAZIAR
BREXZ7 (MIFRELBFRHEE)E
XS TNZARXZERAR - ARH
ERATIERBRGEERTE :

BERAFEFARMEEEBAZRA
BREZ A HEERTSEL L2 ER
RENZHRERZEOR S ERMEET

=]
= °

AEBBEEERFOMBHBEIT LT
EEMTA -TEERTA(ZERF
KA ) BB RN 2 HER
- EAREAEETE - ARARA
AABIEMSABREEE  BRETF
TRZEEEERMEHER - FE =M
BRZEEEREAFERR -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
B4R & P H B TS E B

28. FAIR VALUE AND FAIR VALUE HIERARCHY OF 28. TERMITEACZCAFERRAFEE

FINANCIAL INSTRUMENTS (continued) B4 (&)

The following tables illustrate the fair value measurement TRINEAEB SR T A AFEE
hierarchy of the Group's financial instruments: EER

Financial assets measured at fair value BEAVEFEZEREE

As at 30 June 2019 R-ZB-AFAA=1+H

Fair value measurement using

ERANTRERTAVENE

Quoted Significant Significant
pricesin observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERTISZ EXTHEE EXFUEE
RE BAHE BAHE
(B-#&) (B=#&) (B=R) @t

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)

HK$’000 HK$’000 HK$’000 HK$’000
FET FEn FET FET
Equity investments designated BERATEFA
at fair value through Hin2EEA
other comprehensive income AR E - 24,757 - 24,757
As at 31 December 2018 RZE-—NF+ZHA=+—8H
Fair value measurement using
ERNTERETRATEE
Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERTISZ BEAABRE  EATAHE
BE AR BAE
(5—&) (EF=R) (5=8) @t
(Audited) (Audited) (Audited) (Audited)
(8ER) (BER) (BERZ) (BER)
HK$'000 HKS'000 HKS'000 HKS'000
BT FET FET BT
Equity investments designated EERAFEFA
at fair value through Hin2ERA
other comprehensive income ZIRARRE - 24,779 - 24,779
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
RS P B E R T

28. FAIR VALUE AND FAIR VALUE HIERARCHY OF 28. EWMITECAFERLATFE

FINANCIAL INSTRUMENTS (continued) BR(E)
Financial liabilities measured at fair value BRAFEFEZERMERS
As at 30 June 2019 R=-ZE—hEXA=1H

Fair value measurement using

ERANTRRETATENE

Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERTISZ EXTHE EXFUEE
HE BAHE BARE
(B-%) (=) (B=8) st

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)

HK$’000 HK$’000 HK$000 HK$’000

FAET FAET FET FET

Derivative financial instruments fTHEERmIA - 3,952 - 3,952
As at 31 December 2018 R-_ZE—NE+=-_A=+—H

Fair value measurement using

FERATEBETRYENE

Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
BEMS BRABR  EANAEE
WwiE AL A&
(F—H) (B=H) (B=8&) Bt
(Audited) (Audited) (Audited) (Audited)
(& Z) (& RZ) (L&ERZ) (EERZ)
HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
Derivative financial instruments PTHEERMTHE - 10,095 = 10,095
During the Period, there were no transfers of fair value HA - MemEERERBEBENS -
measurements between Level 1 and Level 2 and no transfers into F—HME_FAFEFEZEIE
or out of Level 3 for both financial assets and financial liabilities EER - F-RIVEETEASE
(six months ended 30 June 2018: Nil). E(ZZE—NFNA=F+HILAEA :
/) o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
BRSSP B E R

29. EVENTS AFTER THE REPORTING PERIOD 29. 2RI ESEIR
To the date of approval of the financial information, no material BEMBERNERR  WREET
subsequent event requiring disclosure occurred. BT HEERPREIER -
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INTERIM DIVIDENDS
AR

INTERIM DIVIDENDS FEIRE
The Board does not recommend the payment of interim dividend in BEeTERRMNAHEPHBRE(ZZE—N
respect of the Period (six months ended 30 June 2018: Nil). FRA=ZTRHIEAREA : &) -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR D

BUSINESS REVIEW

Overview

During the Period, revenue of the Group from the continuing operations
amounted to approximately HK$111.1 million, representing a decrease
of approximately 20.7% from approximately HK$140.1 million for the
six months ended 30 June 2018 (the “Comparing Period”). The decrease
in revenue from continuing operations during the Period was mainly
attributable to the decrease in revenue contributed by the Paris Marriott
Hotel Champs-Elysées (the “Paris Marriott Hotel”) of the hotel operation
segment and the money lending segment. The Group recorded a
loss for the Period from the continuing operations of approximately
HK$14.7 million, as compared to the loss from continuing operations
of approximately HK$6.2 million for the Comparing Period. The Group
recorded a loss for the Period of approximately HK$14.7 million,
as compared to a profit of approximately HK$332.5 million for the
Comparing Period. The turnaround from profit to loss for the Period was
mainly attributable to (i) the absence of any profit from the discontinued
operation recorded by the Group during the Period (the Comparing
Period: approximately HK$338.6 million); and (ii) the significant decline
in revenue and gross profit of the Paris Marriott Hotel during the Period
as compared to the Comparing Period, as the result of the Yellow Vest
Movement occurred in Paris, France.

Loss attributable to owners of the Company for the Period was
approximately HK$14.7 million, as compared to the profit of
approximately HK$332.5 million for the Comparing Period. The basic and
diluted loss per share of the Company for the Period was HKO.11 cents, as
compared to the basic and diluted earnings per share of HK2.60 cents for
the Comparing Period.

Total assets of the Group as at 30 June 2019 amounted to approximately
HK$4,338.3 million, representing a decrease of approximately 0.02% from
approximately HK$4,339.2 million as at 31 December 2018. The decrease
in total assets of the Group was mainly attributable to the exchange
loss as a result of devaluation of Euro against the Hong Kong Dollars,
but compensated by the increase in trade receivables and the first time
recognition of right-of-use assets upon adoption of the new financial
reporting standards in Hong Kong. Total liabilities of the Group as at 30
June 2019 amounted to approximately HK$1,864.1 million, representing
an increase of approximately 1.1% from approximately HK$1,843.1 million
as at 31 December 2018. The increase in total liabilities of the Group was
mainly attributable to the increase in trade payables, other payables and
accruals, and the first time recognition of lease liabilities upon adoption
of the new financial reporting standards in Hong Kong, but compensated
by the exchange loss as a result of devaluation of Euro against the Hong
Kong Dollar.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)

Overview (continued)

Segmental review of the Group’s operations during the Period is as
follows:

Hotel Operation

The Group recorded the revenue of approximately HK$108.5 million from
the hotel operation segment, as compared to the revenue from the hotel
operation segment of approximately HK$136.8 million for the Comparing
Period. The decrease in revenue of the hotel operation segment for the
Period was mainly attributable to the decrease in revenue contributed
by the Paris Marriott Hotel. The Group recorded the loss of approximately
HKS$17.7 million in this segment for the Period, as compared to the loss of
approximately HK$2.1 million for the Comparing Period. The increase in
loss during the Period was mainly attributable to the continuation of the
Yellow Vest Movement occurred at the Champs-Elysées that had severely
impacted the performance of the Paris Marriott Hotel, as both foreign and
local visitors were reluctant to go to Paris. During the Period, the revenue
from the Marriott Bonvoy (previously known as the Marriott Rewards)
continued as the prime source of revenue to the Paris Marriott Hotel.
Revenue contributed by the Marriott Bonvoy was significantly declined
against the same period last year. Reservation from the Marriott Bonvoy
members were usually made a long time in advance. As the result of the
Yellow Vest Movement, reservation from the Marriott Bonvoy members
were prominently declined and tended to be made at the last minute.
Below is a comparison of the operational performance of the Paris
Marriott Hotel during the Period against the Comparing Period:

EEENWE D

SRS oI B8 ()

B (43
E(%FU

AEEAHRE 2 X550 B LD T

G R
AEBREBELEE» T 2 WEZ AL
108,500,000 7T, + M A] & LL R EAREI R BB /&
4 oy 3B 2 W as BY & %9 136,800,000 7T © AR
BB S 828 95 30 2 W > £ ZE B R Paris
Marriott Hotel BT & BA 2 W 25 8 2 FT 3 « AR
HARE AR £ B 72 It 9 B0 8% 15 B3 48 4917,700,000 7%
7T A FI & B R 2 B Bl 492,100,000
BT o BINEIBIE M ZEHNEEHES KNE
BEN[E5078] —EHEE B8N
iR FE TR EL - $Paris Marriott
Hotel  RILBREBEFE - HHAN - BRI
= X (Marriott Bonvoy) ( Al 1 & = 1& & (Marriott
Rewards)) Z W z5 17398 & Paris Marriott Hotel Z &
ZBWHHR - ERIRERMERI 2 WEREF
EHAERD  BAEBSKERSEBEIRN
—BREBZAEBEREM - A - XER
[EE 0T BRIREREECFHEE#E
ETUREEHERNNRE —ZSELTEET - T
F L #Paris Marriott Hotel 5 ZN B fd] K2 A] & L &%
Hff 2 BRI

2019 2018

—E-NF —T-N\F

Occupancy AEX 77.8% 84.1%
Average Room Rate FHEFE EUR370BXZ& EUR405BX 28
RevPAR* FHEREKE EUR288EAZE EUR341BAZE

*  Revenue per available room
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR D

BUSINESS REVIEW (continued)

Money Lending

Revenue from this segment amounted to approximately HK$2.7 million
during the Period, representing a decrease of approximately 18.8% from
approximately HK$3.3 million for the Comparing Period. The decrease
in revenue from this segment during the Period was due to no new
mortgage loan granted, while an existing mortgage loan was repaid.
The Group recorded a profit of approximately HK$2.3 million from this
segment for the Period, as compared to the profit of approximately
HK$3.1 million for the Comparing Period. As at 30 June 2019, the gross
mortgage loan receivables amounted to approximately HK$50.0 million
(31 December 2018: HK$210.0 million).

PROSPECTS

Hotel Operation

The performance of the Paris Marriott Hotel during the Period was
severely impacted by the Yellow Vest Movement occurred directly at
the Champs-Elysées. The closing of one of Paris’s most visited landmarks
the Notre Dame Cathedral after the devastating fire also contributed
to making travelling to Paris less attractive. The combined effects led
to the prominent decline of the occupancy rate, average daily rate and
revenue per available room of the Paris Marriott Hotel during the Period
as compared to the same period last year. As at the date of this report,
the Board notices no signs of bottoming out of performance of the Paris
Marriott Hotel during the second half of the year. On the other hand,
the Board notices more new hotels will be opened in Paris, which will
constitute a direct competition with the Paris Marriott Hotel. In a few
years time, Paris will be hosting mega-events such as the Rugby World
Cup in 2023 and the 2024 Olympics, which will undoubtedly attract both
local and foreign tourists to come to Paris, the Board remains positive
to the prospects of the Paris Marriott Hotel. In the meantime, the Paris
Marriott Hotel is implementing measures on maintaining cost-efficiency
and to actively facilitating and enhancing booking from tourists around
the World. The Board has also initiated projects to consider various
improvement proposals on facilities of the Paris Marriott Hotel in order to
enhance guest experience.

Money Lending

The Board considers Hong Kong's mortgage loan market will remain
challenging, being heavily competitive with uncertain economic
prospects. The performance of this segment is dependent on the amount
of loans successfully granted to borrowers, economic prospects and
the general market interest rates trend in Hong Kong. The Board would
exercise utmost caution when conducting mortgage loan business.
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MANAGEMENT DISCUSSION AND ANALYSIS

LOOKING AHEAD

The business environments in Paris, France and in Hong Kong will
continue to be challenging in the second half of the year, the Board will
remain cautious when conducting businesses of the Group. The Board
will continue to explore new investment opportunities with a view to
enhancing and improving returns to the Company'’s stakeholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, total assets and net assets of the Group were
approximately HK$4,338.3 million and HK$2,474.2 million respectively
(31 December 2018: approximately HK$4,339.2 million and HK$2,496.0
million, respectively). The cash and bank balances of the Group as
at 30 June 2019 were approximately HK$1,238.3 million, and were
denominated in Hong Kong dollars, Euro, United States dollars and
Renminbi (31 December 2018: approximately HK$1,097.6 million). The
total current assets of the Group as at 30 June 2019 were approximately
HKS$1,388.1 million (31 December 2018: approximately HK$1,379.3
million). As at 30 June 2019, the Group had net current liabilities of
approximately HK$220.8 million (31 December 2018: net current liabilities
approximately HK$223.8 million). The Group adopted a conservative
treasury approach and had tight controls over its cash management. As
at 30 June 2019, the Group had outstanding bank loans amounted to
approximately HKS$1,521.8 million' (31 December 2018: approximately
HKS$1,534.8 million), all of which (31 December 2018: approximately
HK$1,534.8 million) was due within one year. As at 30 June 2019, the
Group's gearing ratio (total borrowings/total assets) was at approximately
35.1% (31 December 2018: approximately 35.4%). The Group constantly
monitors its cash flow position, maturity profile of borrowings, availability
of banking facilities, gearing ratio and interest rate exposure.

4] Approximately HK$1,521.8 million (equivalent to €175,000,000) at
the interest rates of 3 months EURIBOR plus 2.2% per annum.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR D

ACQUISITIONS AND DISPOSALS

The Group had no material acquisition or disposal of subsidiaries and
associated companies during the Period.

FOREIGN EXCHANGE EXPOSURE

The Group had operations in France, Luxembourg, PRC and Hong Kong
where transactions and cash flow were denominated in local currencies,
including Euro, Renminbi and Hong Kong dollar. As a result, the Group
was exposed to foreign currency exposures with respect to Euro and
Renminbi, which mainly occurred from conducting daily operations and
financing activities by local offices where local currencies were different
from the Group. For the six months ended 30 June 2019, the Group had
not entered into any forward contracts to hedge the foreign exchange
exposure. The Group managed its foreign exchange risks by performing
regular review and monitoring of foreign exchange exposure. The Group
would consider employing foreign exchange hedging arrangements
when appropriate and necessary.

CONTINGENT LIABILITIES
As at 30 June 2019, the Group had no significant contingent liabilities

PLEDGE ON THE GROUP’S ASSETS

As at 30 June 2019, cash deposits amounting to approximately HK$22.8
million (31 December 2018: approximately HK$23.0 million) and a
building of the Group with a net carrying amount of approximately
HK$2,836.0 million (31 December 2018: approximately HK$2,873.4
million) were pledged to secure bank loan granted to the Group.

EMPLOYEES AND REMUNERATION

The Group had 7 employees as at 30 June 2019 (31 December 2018: 7).
The total employee remuneration during the Period was approximately
HK$3.0 million (31 December 2018: approximately HK$8.5 million).
Remuneration policies were reviewed regularly to ensure that
compensation and benefit packages were in line with the market level. In
addition to basic remuneration, the Group also provided other employee
benefits including bonuses, mandatory provident fund scheme, medical
insurance scheme and participation to the share option scheme.

58 Kai Yuan Holdings Limited | Interim Report 2019

WiER L&
MR AKEYEEUMBRARRBEAF
ZERRBHME -

1 EEE 2 B
REBEZEE  BERE  PERBEEFHLK
M%ﬁ% MEMEBIRXGRRERENE
B (BERE ARBRERT) 1@ -
lﬁt CHREMWEEEANEEEE TR i)
IASERBERAREEEINERR - H
TEREEMMERETZATEBEER
BEEE  c RBEZT—NF~A=THIE

NER AEBEABITLERMERESNE
HimNERR 2 A - AEBEEBETEHR

MhEEEHZIMNERE - EEEIIMNER
B ARERRAEREREREEFEIINE
EIDE g7

HAREE
RZZB-NERA=Z+TH rEEYESEX
SRBIE -

rEEEEEH
RZZTE—AFXNAZ+H  &HH
22,800,000 T Z2REFTHR (ZFE—NF
+=—A=+—H8H : #23,000,000/7T) &A&
£ B IRMEFEA2,836,000,0008 T (=&
—NF+_A=+—H : 42,873,400,000/%
L) CEFEEER  ERREEERIRT
BR BB -

EE K H
RZZE—NAFARA=Z+H AEEEH7
%EE (ZE—N\F+=ZA=+—8 :7
%) BN - EEHMWAREE A%3,000,000
BT (ZE—NF+=ZA=+—H8: 4
8,500,000/ 70) ° A5 B Hi A 5T B X
K UBREMEEFNFBRFAEMBAKE -
BREAFHIN  AEENRHEMESR
o BIEEA B RTEEE  BER
Brat 2 R 2 MRS o



DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

The interests and short positions of the Directors or chief executive of
the Company in the shares, underlying shares and debentures of the
Company or any associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFO")) as recorded in the
register required to be kept by the Company pursuant to Section 352 of
SFO, or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set out in
Appendix 10 of the Listing Rules were as follows:

Long positions - The following represents shares to be allotted
and issued upon exercise of share options granted to the relevant
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Director.
Number of
Number of underlying
Name of Directors Capacity options held shares
EEgE g7 B REHE MHEERGOGHE
Mr. Xue Jian Beneficial owner 127,780,000 127,780,000
Bl EmliaA
Mr. Law Wing Chi, Stephen Beneficial owner 10,000,000 10,000,000
BKESTE BB A

Save as disclosed above, none of the Directors or chief executive has
registered an interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated corporations
(within the meaning of the SFO) that was required to be recorded
pursuant to Section 352 of the SFO, or otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.
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PERSONS HOLDING 5% OR MORE INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2019, the following persons (other than a Director or
chief executive of the Company) had interests or short positions in the
shares and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the SFO:

REROREERGPEFEE%R U L
EEzAT

NZE—NEANA=+H  BRARAIBEES
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BONIERR T Z IR H RAARIIR G b A

Long position

ey

"R

Number of Percentage of
ordinary issued share
Name of shareholders Capacity shares held capital
PRt HE®T
BRREEEB 55 EBERYE & N=
Mr. Du Shuang Hua' Interest of controlled corporation 708,000,000 5.54%
eSS REEHERE 2 R
Happy Sino International Limited' Beneficial interest 708,000,000 5.54%
gt 5
Mr. Zhang He Yi' Beneficial interest 1,400,000,000 10.96%
SRMEFSEAL BaEs
Ms. Lu Xiaomei? Interest of controlled corporation 753,190,000 5.89%
B/ A L2 REHDER 2 s
Sincere Profit Group Limited? Beneficial interest 753,190,000 5.89%
Bas
Ga Leung Investment Comany Limited? Beneficial Interest 1,866,666,666 14.61%
ERREBRARE B
Mr. Sun Yong Feng? Interest of controlled corporation 1,866,666,666 14.61%
RoKIE T A REEHERE 2 R
Beneficial interest 133,000,000 1.04%
BafEn
Ms. Meng Ya* Interest of spouse 1,999,666,666 15.65%
L [T
Mr. Hu Yishi Beneficial interest 1,300,000,000 10.17%
EASR I 5t A gy Fo
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PERSONS HOLDING 5% OR MORE INTEREST IN

SHARES AND UNDERLYING SHARES (continued)

Long position (continued)

1. Mr. Du Shuang Hua and Mr. Zhang He Yi beneficially owns 85% and 15%
interest respectively in the issued share capital of Happy Sino International
Limited. Mr. Du Shuang Hua is deemed to be interested in the 708,000,000
shares held by Happy Sino International Limited under the provisions of
the SFO.

2. Ms. Lu Xiaomei beneficially owns 100% interest in the issued share capital
of Sincere Profit Group Limited. Ms. Lu Xiaomei is deemed to be interested
in the 753,190,000 shares held by Sincere Profit Group Limited under the
provisions of the SFO.

3. Mr. Sun Yong Feng beneficially owns 100% interest in the issued capital
of Ga Leung Investment Company Limited. Mr. Sun Yong Feng is deemed
to be interested in the 1,866,666,666 shares held by Ga Leung Investment
Company Limited under the provisions of the SFO.

4. Ms. Meng Ya is the spouse of Mr. Sun Yong Feng. Ms. Meng Ya is deemed
to be interested in the 1,999,666,666 shares in which Mr. Sun Yong Feng is
interested.

Save as disclosed above, as at 30 June 2019, no person, other than the
Directors and chief executive of the Company, whose interests or short
positions are set out in the section “Directors’ and chief executive's
interests and short positions in shares, underlying shares and debentures”
above, had registered any interest or short position in the shares or
underlying shares of the Company that was required to be recorded
pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Further details of the
Scheme are disclosed in note 23 to the interim condensed consolidated
financial information.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the Period, neither the Company, nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.
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CORPORATE GOVERNANCE

The Board and management of the Company are committed to
maintaining high standards of corporate governance. Continuous efforts
are made to review and enhance the Group's internal control policy and
procedures in light of local and international developments to instill best
practices.

The Board has set up procedures on corporate governance that comply
with the requirements of the Listing Rules on corporate governance
practices based on the principles and code provisions set out in the
Corporate Governance Code (the “CG Code”) contained in Appendix 14 to
Listing Rules.

The Company had complied with the code provision of the CG Code
throughout the six months ended 30 June 2019 with the following
deviations:

A.4.1 Non-executive Directors are not appointed for a specific
term. They are, however, subject to retirement by rotation and re-
election at the annual general meetings of the Company pursuant
to the Company's Bye-laws. As such, the Company considers that
such provisions are sufficient to meet the underlying objectives of
the relevant provisions of the CG Code.

E.1.2 The Chairman of the Company did not attend the annual
general meeting. An executive Director, Mr. Law Wing Chi,
Stephen was elected to chair the annual general meeting held on
19 May 2019 in accordance with the Company’s Bye-Laws.

The Board will keep these matters under review.

Following sustained development and growth of the Company, we will
continue to monitor and revise the Company’s corporate governance
policies in order to ensure that such policies meet the general rules and
standards required by the shareholders of the Company.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
three independent non-executive Directors namely Mr. Tam Sun Wing
(Chairman), Mr. Ng Ge Bun and Mr. He Yi. The Audit Committee has
reviewed with the management the accounting policies and practices
adopted by the Group and discussed risk management and internal
control systems and matters. The Audit Committee is satisfied with the
Group's internal control procedures and financial reporting disclosures.
The interim results and the unaudited condensed consolidated financial
statements for the Period have been reviewed by the Audit Committee
and the auditors of the Group.
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REMUNERATION COMMITTEE

The remuneration committee of the Company (the "Remuneration
Committee”) has been set up with written terms of reference in
accordance with the requirements of the Listing Rules, amongst other
things, to make recommendations to the Board on the Company’s
remuneration policy and structure for all directors and senior
management. The Remuneration Committee comprises one executive
Director namely Mr. Law Wing Chi, Stephen, and three independent non-
executive Directors namely Mr. Tam Sun Wing (Chairman), Mr. He Yi and
Mr. Ng Ge Bun.

NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination
Committee”) has been set up with written terms of reference in
accordance with the requirements of the Listing Rules, amongst other
things, to review the structure, size and composition of the Board. The
Nomination Committee currently consists of one executive Director
namely Mr. Law Wing Chi, Stephen and three independent non-executive
Directors namely Mr. Ng Ge Bun (Chairman), Mr. He Yi and Mr. Tam Sun
Wing.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions on terms no less exacting than the required standard of
the Model Code for Securities Transactions by Directors of Listed Issuers
(“Model Code”") set out in Appendix 10 to the Listing Rules. The Company
has confirmed with all Directors that they have complied with the
required standard set out in the Model Code and its code of conduct
regarding Directors’ securities transactions.

PUBLICATION OF INTERIM RESULTS AND INTERIM
REPORT

The interim results announcement is published on the websites
of the Stock Exchange (www.hkex.com.hk) and the Company
(www.kaiyuanholdings.com). The interim report of the Company for the
Period containing all information required by Appendix 16 to the Listing
Rules will be despatched to the shareholders of the Company and made
available for review on the same websites in due course.
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BOARD OF DIRECTORS

As at the date of this report, the Board comprises Mr. Xue Jian and Mr.
Law Wing Chi, Stephen (both being executive Directors), and Mr. Tam Sun
Wing, Mr. Ng Ge Bun and Mr. He Yi (all being independent non-executive
Directors).

By order of the Board
Kai Yuan Holdings Limited
Law Wing Chi, Stephen

Executive Director

Hong Kong, 23 August 2019
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