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CHAIRMAN'S STATEMENT
ETEHREE

On behalf of the Board of Kai Yuan Holdings Limited (the “Company”)
together with its subsidiaries (collectively referred to as the “Group” or
“Kai Yuan”), I now present the results of the Group for the year ended
31 December 2018 (the “Year”).

The Group recorded a profit of approximately HK$338.9 million for the
Year, as compared to the profit of approximately HK$4.7 million for the
year ended 31 December 2017 (the “Preceding Year”). The significant
increase in profit for the Year was mainly attributable to the gain on
disposal of approximately HK$336.0 million from the disposal of the
hotel property including business operation operating as Butterfly on
Waterfront Sheung Wan and assignment of shareholder’s loan; and the
Group also recorded an increase in revenue generated from the money
lending segment. During the Year, revenue contributed by the Paris
Marriott Hotel Champs-Elysées continued to recover as both foreign and
local tourists returned to Paris. Further details will be addressed in the
section headed Management Discussion and Analysis.

With a view to expanding business segments of the Group, Kai Yuan had
subscribed for equity interest of a Chinese company in the Mainland
China, the principal activity of which is research and development,
promotion, transfer, consulting and services in relation to chemical
technology; sale of self-developed products, chemical products and
pharmaceutical intermediates in the Mainland China.

Looking forward, the Group anticipates business and investment
outlook of 2019 remains challenging. The Group will stay vigilant when
conducting existing business while being attentive to new investment
opportunities.

In conclusion and on behalf of the Board, | would like to take this
opportunity to express my gratitude to all shareholders, customers,
employees, suppliers and business partners for their continuous support

and encouragement.

On behalf of the Board

Dr. Li Zhigiang
Chairman

29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Overview

For the year ended 31 December 2018, revenue of the Group from
continuing operations amounted to approximately HK$300.7 million,
representing an increase of approximately 15.2% from approximately
HK$261.0 million for the Preceding Year. The increase in revenue from
continuing operations during the Year was mainly attributable to the
increase in revenue contributed by the Paris Marriott Hotel Champs-
Elysées (“Paris Marriott Hotel”) of the hotel operation segment, as
well as the significant increase in revenue generated from the money
lending segment. The Group recorded a profit for the Year from
continuing operations of approximately HK$0.2 million, as compared
to profit from continuing operations of approximately HKS$2.3 million
for the Preceding Year. The Group recorded the profit for the Year
of approximately HK$338.9 million, as compared to the profit of
approximately HKS$4.7 million for the Preceding Year. The significant
increase in profit for the Year was mainly attributable to (i) the gain on
disposal of approximately HK$336.0 million from the disposal of the
group of companies operating as Butterfly on Waterfront Sheung Wan,
including the hotel property and business operations and assignment of
shareholder’s loan as recorded in discontinued operation (the “Disposal”);
and (ii) increase in profit generated from the money lending segment.

Profit attributable to owners of the Company for the Year was
approximately HK$338.9 million, as compared to approximately
HKS$4.7 million for the Preceding Year. The basic and diluted earnings
per share of the Company for the Year was HK2.65 cents, as compared to
HKO0.04 cents for the Preceding Year.

Total assets of the Group as at 31 December 2018 amounted to
approximately HK$4,339.2 million, representing an increase of
approximately 2.9% from approximately HK$4,217.1 million as at
31 December 2017. The increase in total assets of the Group was
mainly attributable to receipt of proceeds from the Disposal, but
compensated by the exchange loss as a result of devaluation of
Euro against Hong Kong Dollar. Total liabilities of the Group as at
31 December 2018 amounted to approximately HKS$1,843.1 million,
representing a decrease of approximately 7.7% from approximately
HK$1,997.1 million as at 31 December 2017. The decrease in total liabilities
of the Group was mainly attributable to the decrease in interest-bearing
bank borrowings as a result of devaluation of Euro against Hong Kong
Dollar, and the decrease in derivative financial instruments.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DM

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

Hotel Operation

The Group recorded the revenue of approximately HK$287.5 million from
the hotel operation segment, as compared to the revenue from the hotel
operation segment of approximately HK$258.1 million for the Preceding
Year. The increase in revenue of the hotel operation segment for the
Year was mainly attributable to the increase in revenue contributed by
the Paris Marriott Hotel. The Group recorded the profit of approximately
HKS$5.1 million in this segment for the Year, as compared to the loss of
approximately HK$8.9 million for the Preceding Year. The turnaround
from loss to profit during the Year was mainly attributable to continuous
improvement of the performance of the Paris Marriott Hotel, as both
foreign and local visitors were returning to Paris. Furthermore, the Paris
Marriott Hotel received a one-off business interruption compensation
from insurance company during the Year for the loss of profit incurred
after the occurrence of terrorist attacks in Paris in 2015 and 2016.
Notwithstanding the return of tourists to Paris, the occurrence of the
weekend Yellow Vest Movement since November 2018 had posed threats
to city order in Paris and deterred tourists from visiting Paris. Despite the
French government’s attempts to establish a dialogue with protestors,
the Yellow Vest Movement continued through the end of 2018 and
affected the performance of the Pairs Marriott Hotel. Furthermore, the
revenue from the Marriott Rewards continued as the prime source of
revenue to the Paris Marriott Hotel, where the hotel manager has the
sole discretion to determine guest room redemption rate. Below is a
comparison of the operational performance of the Paris Marriott Hotel
during the Year against the Preceding Year:
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MANAGEMENT DISCUSSION AND ANALYSIS

Money Lending

Revenue from this segment amounted to approximately HK$13.2 million
during the Year, representing an increase of approximately 367.4%
from approximately HK$2.8 million for the Preceding Year. Increase in
revenue generated from this segment was mainly due to the increase
in the amount of mortgage loans granted to borrowers for interest
income during the Year. The Group recorded a profit of approximately
HKS$12.1 million from this segment for the Year, as compared to the
profit of approximately HK$2.3 million for the Preceding Year. As at
31 December 2018, the gross mortgage loan receivables amounted to
approximately HK$210.0 million (31 December 2017: Nil).

PROSPECTS

Hotel Operation

The Paris Marriott Hotel had a good start during the first three quarters
of 2018 and had prominent recovery in occupancy rate, average daily
rate and revenue per available room, until the occurrence of the Yellow
Vest Movement in November 2018 in Paris. It was clear that hotels in
Paris in general have been severely impacted by this protest, affecting
occupancy rate, average daily rate and revenue per available room of
the Paris Marriott Hotel. Notwithstanding the number of protesters
participating in the Yellow Vest Movement gradually declines in 2019,
the Board is uncertain when the movement will come to an eventual
end. The Board expects that performance of the Paris Marriott Hotel in
2019 will be uncertain and will continue to be affected by the Yellow Vest
Movement. As at the date of this report, the Yellow Vest Movement had
already entered into the 19th straight weekend. Meanwhile, the Board
notices more new hotels will be opened in Paris, which will constitute a
direct competition with the Paris Marriott Hotel. Looking forward, Paris
will be hosting several 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. In the meantime, the Paris Marriott
Hotel is 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

There was a significant increase in revenue generated from this segment
during the Year. Nonetheless, the Board considers Hong Kong’s mortgage
loan market will remain challenging, being heavily competitive with
uncertain prospects. The performance of this segment is dependent on
the amount of successful loans granted out to borrowers and general
market interest rate trend. The Board would exercise utmost caution
when conducting mortgage loan business in Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DM

LOOKING AHEAD

The Board considers investing in hotels tends to be a relatively low risk
investment, while offering stable revenue stream and considerable
capital gain potential. The Board will concurrently review the Group’s
portfolio to restructure and enhance the quality of assets held in the
hotel operation segment. Given the challenging and heavily competitive
mortgage loan market in Hong Kong, the Board will conduct the Group's
mortgage loan business in Hong Kong in a prudent manner. Finally,
the Board will continue to explore investment opportunities from new
business segments with a view to enhancing and improving returns to
the Company’s stakeholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, total assets and net assets of the Group
were approximately HKS$4,339.2 million and HK$2,496.0 million
respectively (31 December 2017: approximately HK$4,217.1 million and
HK$2,220.0 million, respectively). The cash and bank balance of the Group
as at 31 December 2018 were approximately HK$1,097.6 million, and
were denominated in Hong Kong dollar, Euro, United States dollar and
Renminbi (31 December 2017: approximately HK$513.4 million). The total
current assets of the Group as at 31 December 2018 were approximately
HKS$1,379.3 million (31 December 2017: approximately HK$585.5 million).
As at 31 December 2018, the Group had net current liabilities of
approximately HK$223.8 million (31
of approximately HK$511.5 million). The Group adopted a conservative
treasury approach and had tight control over its cash management.
As at 31 December 2018, the Group had outstanding bank loans and
other borrowings amounted to approximately HK$1,534.8 million’
(31 December 2017: approximately HK$1,602.6 million), all of which
(31 December 2017: Nil) was due within one year. As at 31 December
2018, the Group's gearing ratio (total borrowings/total assets) was at
approximately 35.4% (31 December 2017: approximately 38.0%). The
Group constantly monitors its cash flow position, maturity profile of

December 2017: net current assets

borrowings, availability of banking facilities, gearing ratio, and interest
rate exposure.

(1) Approximately HK$1,534.8 million (equivalent to €175,000,000) at the
interest rate of 3 months EURIBOR plus 2.2% per annum. Please refers to
notes 26 and 27 to the financial statements for more information.
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MANAGEMENT DISCUSSION AND ANALYSIS

ACQUISITIONS AND DISPOSALS

During the Year, the Group subscribed approximately 6.25% of the
enlarged equity interest of Beijing Chemical Reaction Engineering
Science & Technology Co., Limited* (the “Target”), a PRC incorporated
company in the Mainland China at the consideration RMB22,000,000
(equivalent to approximately HK$24,779,000). The principal activity
of the Target is engaged in research and development, promotion,
transfer, consulting and services in relation to chemical technology;
sales of self-developed products, chemical products and pharmaceutical
intermediates in the Mainland China (the “Investment”). The Investment
did not constitute a notifiable transaction of the Company under the
Listing Rules of the Stock Exchange. Details of the Investment are
disclosed in note 17 to the financial statements.

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 to an independent third party (collectively referred to as
the “Disposal”). The Target Group was engaged in the operation of the
Butterfly on Waterfront Sheung Wan hotel business in the Hong Kong,
the Disposal was completed on 20 June 2018. Details of the Disposal are
disclosed in note 12 to the financial statements.

Save for the above, the Group had no other material acquisition or
disposal of subsidiaries and associated companies during the Year.

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 year ended 31 December 2018, 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.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER W R DN

CONTINGENT LIABILITIES

As at 31 December 2018, the Group had no significant contingent

liabilities.

PLEDGE ON THE GROUP’S ASSETS

As at 31 December 2018, cash deposits amounting to approximately
HK$23.0 million (31 December 2017: approximately HK$24.1 million) and
a building of the Group with a net carrying amount of approximately
HK$2,873.4 million (31 December 2017: approximately HK$3,040.6 million)

were pledged to secure bank loan granted to the Group.

EMPLOYEES AND REMUNERATION

The Group had 7 employees as at 31 December 2018 (31 December
2017: 8). The total employee remuneration during the Year was
approximately HK$8.5 million (31 December 2017: approximately HK$10.7
million). Remuneration policies were reviewed regularly to ensure that
compensation and benefits 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.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the Year, neither the Company, nor any of its subsidiaries

purchased, redeemed or sold any of the Company’s listed securities.
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EXECUTIVE DIRECTORS

Dr. Li Zhiqiang

Dr. Li Zhiqgiang, aged 55, was appointed as an executive Director and
Chairman of the Company on 12 June 2018. Dr. Li has been the legal
advisor of the General Office of the Central Military Commission of the
PRC and an executive editor-in charge of China Military Law Magazine*
(CFRBIESE)) since 1994, a responsible person (in charge) of letters and
visits reporting centre of China Insurance Regulatory Commission since
2003 and an executive director and the president of Shougang Holdings
Limited* (& $f{2R% 4 PR 2 7)) since 2004. He was a director of Sino Life
Insurance Co., Ltd. in 2006 and vice chairman in 2008, and chairman of
China Int'l Culture Media Limited since 2006. He was also appointed as the
chairman and secretary to the Communist Party Committee of Shougang
Yili Steel Co., Ltd.* (& i F B 8 #5] 5 FR 2 &) and a director of Tonghua
Steel Holdings Co. Ltd.* GB/b 38 5= E It (5 B PR A F]) in 2010. Dr. Li was
elected as China’s Top Ten Wealthy and Intelligent Figures ({5 + K &f
E AWD) in 2010. He was honored with China's Top Ten Economic Figures
of the Year (FF Bl +KFE A7 AR EE), Excellent Worker of Beijing
Municipal (At R4 B)#E#5) and Best Entrepreneur of Beijing Municipal
AERTEFEZER) in 2012. Dr. Li was honored by the United Nations
Educational, Scientific and Cultural Organization, Ministry of Education
and Ministry of Culture of the PRC with the Confucius Business Prize and
was the honorary chairman of the China Confucius Business Club* (4
Bl fL 7 i (B 24E6) in 2015. Dr. Li graduated from University of Science
and Technology of China with a master of management and Euromed
Marseille Ecole de Management with a doctor of management and is
currently the academician of the World Academy of Productivity.

Dr. Liis an independent non-executive director of China First Capital
Group Limited (Stock Code: 1269), the issued shares of which are listed on
the main board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Dr. Li had also served (i) as an executive director of Seamless
Green China (Holdings) Limited (Stock Code: 8150) between June 2016
and May 2017, the issued shares of which are listed on the Growth
Enterprise Market of the Stock Exchange; and (ii) as an executive director
and deputy chairman of China Shanshui Cement Group Limited (Stock
Code: 691) between November 2017 and March 2018, the issued shares of
which are listed on the main board of the Stock Exchange.

*

For identification purposes only
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DIRECTORS' PROFILE
EEfFN

Mr. Xue Jian

Mr. Xue Jian, aged 53, was appointed as a non-executive Director on
7 January 2009. Mr. Xue was re-designated as an executive Director on
6 January 2011, and appointed as chief executive officer on 1 June
2016. Mr. Xue also serves as director to a number of subsidiaries of the
Company. Mr. Xue received his master's degree in business administration
from Zhongnan University of Finance, Economics, Politics and Law.
Mr. Xue has over two decades of experience in the steelmaking industry
and in the commercial sector in the People’s Republic of China (the
"PRC"). He was the legal representative of Rizhao Steel Co., Limited*, and
is a director of Rizhao Steel Holding Group Co., Limited*. The Rizhao Steel
group of companies is one of the largest private steel makers in the PRC.
Mr. Xue has also been appointed as the supervisor of Jinghua Rigang
Holding Group Co, Limited*.

Mr. Law Wing Chi, Stephen

Mr. Law Wing Chi, Stephen, aged 47, was appointed as an executive
Director on 18 May 2011. He has also been appointed as members of the
remuneration committee and nomination committee of the Company
as well as chief financial officer, existing process agent and company
secretary of the Company. Mr. Law also serves as director, company
secretary and legal representative to a number of Group companies.
Mr. Law has extensive experience in financial management and
professional accounting. Prior to joining the Company, Mr. Law was the
chief financial officer of Diamondlite Group, one of the leading jewelry
manufacturers in the PRC. Having started his career as a professional
accountant in an international accountancy firm, Mr. Law has undertaken
key financial management positions in companies engaged in a variety
of industries. Mr. Law is an associate member of the Hong Kong Institute
of Certified Public Accountants and holds a Bachelor of Arts Degree
in Accountancy from the City University of Hong Kong. Mr. Law is also
appointed as an independent non-executive director of KML Technology
Group Limited, the issued shares of which are listed on the Growth
Enterprise Market of the Stock Exchange (Stock Code: 8065).

*  Foridentification purposes only

1 2 Kai Yuan Holdings Limited | Annual Report 2018

BEfEEE

BRRE 535 RZTETNF—ALHEZ
ERIFATES - BEER T ——F—F
NERERRTESR IR _F—RFNRH
—HEZERTRAH - BELETAARE
ZRMNBRARIZES - HELHRATEYLK
BUERBEENIHERBELEM - EhE
ARKRE ([ E ) #HEsEE R RER
T FEER - KERARMEBERAR A
ERKX  BLSEREBEREERRAFZ
Ex- HRWSSESTEKALNLEH
HEER -  BELETEZEARERN
EREBERARZES -

BAERE 75 R -_E——FRA+NHE
BEZEABRTES - HAAEZEAARRAH
WEZEBeRIRREZEEKE WAKRQRE
B REBEREEERFXHREBARA
AIME  BEENMETAEBETZHERAR
ZEE PRMWEREERR - BELEEH
BEBRIESH HTEEBLYELH - MA
KARRT BRAEERTITBEEYHAE —
B ZE@A5bEHBLRERER —
BEER—EBREEHMEEIAEERE
SEHMEE  UWECESRARSETIETEZ
NAEEEZEHBEERMN - BEEATH
EHAAEEE  WIHEABEWMAERE
ZEBEELEN  BAENESHEEE
EERAREZETAEBYIENTES  ZAH
ZEEITROMEBIATAIER ET (KGR
5% 8065) °

* ELEE)



INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tam Sun Wing

Mr. Tam Sun Wing, aged 61, was appointed as an independent
non-executive Director on 14 December 2001. He has also been
appointed as chairman of the audit committee and the remuneration
committee, and the member of the nomination committee of the
Company. Mr. Tam is a professional accountant with more than 30 years
of extensive audit and business advisory experience. Mr. Tam is practicing
as a director of FTW & Partners CPA Limited. Mr. Tam is also a fellow
member of the Hong Kong Institute of Certified Public Accountants,
the Association of Chartered Certified Accountants and the Taxation
Institute of Hong Kong, and also registered as a Certified Tax Advisor.
Mr. Tam holds a Master Degree of Science in Corporate Governance and
Directorship from the Hong Kong Baptist University.

Mr. Ng Ge Bun

Mr. Ng Ge Bun, aged 61, was appointed as an independent
non-executive Director on 30 September 2004. He has also been
appointed as member of the audit committee and the remuneration
committee and chairman of the nomination committee of the Company.
Mr. Ng holds the degree in bachelor of science and degree in bachelor in
laws. He obtained a postgraduate certificate in laws from The University of
Hong Kong. He is a solicitor of the High Court of Hong Kong and currently
serves as a partner of Tang, Lai & Leung Solicitors.

Mr. He Yi

Mr. He Yi, aged 46, was appointed as an independent non-executive
Director on 18 May 2011. He has been appointed as member of the
audit committee, the remuneration committee and the nomination
committee of the Company. Mr. He is the chief executive officer of
Shanghai YAOXIN Asset Investment and Management Limited. Prior
to this, he was the general manager of Barclays Bank Shanghai Branch
and has extensive experience in the financial industry. Mr. He started
his career with the Credit Agricole Indosuez in Shanghai and was the
head of treasury department and financial institutions department of
First Sino Bank, the head of global markets China and deputy general
manager of the Shanghai branch of Australia and New Zealand Banking
Group Limited. Mr. He is a member of the Chinese Institute of Certified
Public Accountants and a certified economist accredited by The Ministry
of Personnel of China. Mr. He also holds a postgraduate master degree
of economics from Fudan University, Shanghai, China. Mr. He is also an
independent non-executive director of Sunshine Oilsands Limited, the
issued shares of which are listed on the Stock Exchange (Stock Code:
2012).

DIRECTORS' PROFILE
EEfN

BAFYITES

WAL

BEHRELE o R-_TE-F+_A+MH
AEZEASBIUFNTES - WITBZER
ARBEZZEGRFHEES TR AL
FEREENE - BELRBEXSH - NE
AAREERE EERA=TFEELR - &
FEBRBBEITHE  YREBRSAMITAR
REAZEZ - BAEENA/BTESHMAE
FARRGHMAGREERNKEGZER
g8 NAIMBREHE - BEEERFARER

2ABRRERREFTDEBR LB -

g 1

WhE

WHhE 615y RZEENFNLA=TH
CEABUIENITES - BNEZEAE
RIEZEZESNTFWNEE SR B URIRESR
SR  RAEERFBEEBELIBMRERE
TEA - WHREBREBRBEEMEARE
CBEAREEAREN  RERGE &
- REWEMITERZA o

g
v

&
g

A

A

/

m Il

\

I B

it

BEREE

BRKE 46 RZE——FRA+N\RAE
LZERBYIERNTES - BRITEZERER
RIEZZEE FHEZESRREZEEK
8 o BHEAIR A FIFYAOXIN Asset Investment
and Management Limited Z 7 BUA2 & © 1t Al
BEEBRBERKBITLESTHR  Rem
TEBRBLELR -BRERELEBZRAFE
BRITHARSE  BAE—HRTESHNS
B PIEE - ARBAR EAMAFAREIR
IEREMBHMARREEER LESTRIE
IE - BhAATFHAMEFAIBEEER
PR ASHIMESRACER - EELRETIFAE
FEEBEBERELESEHRELLEAM - B
EENRERBVER AR ZEIIERITE
F - ZARZ BETRMOEE R LT (ARHD
5% 2012) -

BRERERAR | 208 FF% 13



CORPORATE GOVERNANCE REPORT
ERERRES

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 year ended 31 December 2018 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.

A.4.2 The Chairman is not, whilst holding such office, subject
to retirement by rotation or taken into account in determining
the number of Directors to retire in each year in accordance
with the Company’s Bye-laws. In the opinion of the Board, it is
important for the stability and growth of the Company that there
is, and is seen to be, continuity of leadership in this role and, in
consequence, the Board is of the view that the Chairman should
not be subject to retirement by rotation or hold office for a limited
term at the present time.

E.1.2 The Company does not have a chairman on the annual
general meeting date. An executive Director, Mr. Law Wing Chi,
Stephen was elected to chair the annual general meeting held on
17 May 2018 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.
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CORPORATE GOVERNANCE REPORT

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 the Directors that they have complied with the
required standard set out in the Model Code and its code of conduct
regarding Directors’ securities transactions.

THE BOARD AND CORPORATE GOVERNANCE
STRUCTURE

The Board is responsible for directing the strategic objectives of the
Group and overseeing the management of the business. The Directors are
responsible for leadership and control of the Group. The overall corporate
governance structure of the Company is depicted in the following chart:
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CORPORATE GOVERNANCE REPORT
ERERRES

BOARD

(A) BOARD COMPOSITION
The Board currently comprises three executive Directors and
three independent non-executive Directors, serving the important
function of guiding the management.

The Board members during the Year and up to the date of this
annual report are as follows:

Executive Directors

Dr. Li Zhigiang (Chairman)
(appointed on 12 June 2018)

Mr. Xue Jian (CEO)

Mr. Law Wing Chi, Stephen

Independent non-executive Directors
Mr. Tam Sun Wing

Mr. Ng Ge Bun

Mr. He Yi

There are no relationships (including financial, business, family
or other material/relevant relationship) among the Directors. All
Directors of the Company are not appointed for a specific term.
Although all Directors of the Company are not appointed for
a specific term, all Directors, except the Chairman, are subject
to retirement by rotation and re-election at the annual general
meetings of the Company pursuant to the Company’s Bye-laws.

(B) ROLE AND FUNCTION

The Board is responsible for formulating the strategic business
development, reviewing and monitoring the business
performance of the Group, as well as preparing and approving
financial statements. The Directors, collectively and individually,
are aware of their responsibilities to shareholders, for the manner
in which the affairs of the Company are managed and operated.
In the appropriate circumstances and as and when necessary,
Directors will consent to the seeking of independent professional
advice at the Group's expense, ensuring that board procedures,
and all applicable rules and regulations, are followed.

The Board gives clear directions as to the powers delegated to the
management for the management and administration functions
of the Group, in particular, with respect to the circumstances
where management should report back and obtain prior approval
from the Board before making decisions or entering into any
commitments on behalf of the Group. The Board will review those
arrangements on a periodic basis to ensure that they remain
appropriate to the needs of the Group.
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CORPORATE GOVERNANCE REPORT

The Board has the full support from senior management to
discharge its responsibilities. Appropriate insurance cover for the
Directors’ and officers’ liabilities in respect of legal actions against
the Directors and officers of the Company and its subsidiaries
arising out of corporate activities of the Group has been arranged
by the Company.

For the year ended 31 December 2018, the Board had held
meetings and discussed the following issues:

reviewed the internal control system and risk
management of the Group;

discussed the annual results of the Group for the year
ended 31 December 2017 and the interim results of the
Group for the period ended 30 June 2018 respectively;

considered the recommendation of any final dividend for
the year ended 31 December 2017 and the book close
period, if any;

proposed re-election of Directors;

proposed the re-appointment of Ernst & Young as the
auditors of the Company, and discussed the auditors
remuneration for the annual audit;

reviewed the effects on the changes of the accounting
standards and principles;

proposed the general mandates to issue and repurchase
shares of the Company;

approved the disposal of the shares relating to the
Butterfly on Waterfront Sheung Wan hotel group and the
assignment of shareholder’s loan;

approved grant of mortgage loans to borrowers of the
money lending segment;

approved the appointment of an executive Director and
Chairman; and

approved the subscription of the equity capital of Beijing
Chemical Reaction Engineering Science and Technology
Co., Limited*.

For identification purpose only
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CORPORATE GOVERNANCE REPORT
ERERRES

(C)  MEETING RECORDS (€ EERLE
There were in total thirteen Board meetings and general meetings RBZ2-_ZEZ—\F+_A=+—H81t
held for the year ended 31 December 2018. FE G AHBOITIZAEEESESH
RBRERE o
The following set out the attendance record of Board meetings NTHINFARITZEETEGRRK
and general meetings held during the year: RAEZHERLH

Attendance for meeting
for the year ended 31 December 2018
BE-F-N\F+=-A=+—H

LTFEEZERHER

Board members Board Meetings General Meetings

ExgmE EEEER BRXE

Dr. Li Zhigiang 4/11 0/2

FERiET

Mr. Xue Jian 11/11 0/2

st

Mr. Law Wing Chi, Stephen 11/11 2/2

Mr. Tam Sun Wing 10/11 2/2

AT

Mr. Ng Ge Bun 10/11 2/2

REWSE

Mr. He Yi 10/11 2/2

BEXEE
There were one general meeting and one special general meeting REBEZE_ZT-N\F+ZA=+—H1
held for the year ended 31 December 2018. FE BRI -AIRERGR—AK

REFRAE -
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CORPORATE GOVERNANCE REPORT

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2018, the Board had at
all times met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
Directors with at least one independent non-executive Director
possessing appropriate professional qualifications, or accounting
or related financial management expertise.

The Company has received written annual confirmation from
each independent non-executive Director of his independence
pursuant to rule 3.13 of the Listing Rules. Based on the contents
of such confirmation, the Company considers that the three
independent non-executive Directors are independent.

The independent non-executive Directors bring a wide range of
business and financial expertise, experiences and independent
judgement to the Board. Through active participation in Board
meetings, taking the lead in managing issues involving potential
conflict of interests and serving on Board committees, all
independent non-executive Directors make various contributions
to the effective direction of the Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the corporate
governance policy and performing the corporate governance
duties including the followings:

(i) to develop and review the Company’s policies and
practices on corporate governance;

(ii) to review and monitor the training and continuous
professional development of the Directors and senior
management;

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

(iv) to develop, review and monitor the code of conduct and
compliance manual, if any, applicable to employees and
Directors; and

(v) to review the Company’s compliance with Appendix 14
to the Listing Rules (Corporate Governance Code and
Corporate Governance Report).
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CORPORATE GOVERNANCE REPORT
ERERRES

(F) DIRECTORS’ CONTINUOUS PROFESSIONAL DEVELOPMENT
The Directors are committed to participate in continuous
professional development. The Directors are regularly briefed
on amendments and updates on the relevant laws, rules and
regulations.

The Company had arranged, and all Directors namely, Dr. Li
Zhigiang, Mr. Xue Jian, Mr. Law Wing Chi, Stephen, Mr. Tam Sun
Wing, Mr. Ng Ge Bun and Mr. He Yi had enrolled and attended
relevant professional development courses to assist the Directors
in discharging their duties. The Company had also arranged
presentations to Directors that are conducted by external
professional bodies in relation to updates and developments in
the statutory and regulatory regime of the Group’s business and
the business environment.

(Q) DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL STATEMENTS
The Directors acknowledge their responsibility for the preparation
of financial statements of the Group, and to report on material
uncertainties, if any, relating to events or conditions that may cast
significant doubt upon the Group's ability to continue preparing
the accounts on a going concern basis. The Directors are not
aware of any material uncertainties relating to events or condition
which may cast significant doubt upon the Company'’s ability to
continue preparing the financial statements on the assumption
that the Group will continue as going concern.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The division of the responsibilities between the Chairman and Chief
Executive Officer is clearly established. The Chairman provides leadership
for the Board and the Chief Executive Officer has overall chief executive
responsibility for the Group’s business development and day-to-day
management generally.
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BOARD DIVERSITY POLICY

The Group adopted a board diversity policy. The Company recognises and
embraces the benefits of having a diverse Board to enhance the quality
of its performance and to maintain the highest standards of corporate
governance. The Board also sees diversity at the Board level as an essential
element in maintaining a competitive advantage. All Board appointments
will be based on meritocracy, and candidates will be considered against
appropriate criteria, having due regard for the benefits of diversity on
the Board. Selection of candidates will be based on a range of diversity
perspectives, including but not limited gender, age, cultural and
educational background, professional experience, skills, knowledge and
length of service. In forming its perspective on diversity, the Company will
also take into account of factors based on its own business model and
specific needs from time to time. The ultimate decision will be based on
merit and contribution that the selected candidate will bring to the Board.

BOARD COMMITTEES
The Board has also established the following committees with defined
terms of reference:

Audit Committee
Remuneration Committee
Nomination Committee

Each Board Committee makes decisions on matters within its term of
reference and applicable limits of authority. The terms of reference as well
as the structure and membership of each committee will be reviewed
from time to time.

(A) AUDIT COMMITTEE
The Audit Committee was established on 14 December 2001. It
currently consists of three independent non-executive Directors.

Composition of Audit Committee for the year ended 31 December
2018 was as follow:

Mr. Tam Sun Wing (Chairman)
Mr. Ng Ge Bun
Mr. He Yi
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Role and function

The Audit Committee is mainly responsible for:

The duties of the Audit Committee shall be:

(1) to be primarily responsible for making recommendations
to the Board on the appointment, reappointment and
removal of the external auditor, and to approve the
remuneration and terms of engagement of the external

auditor, and any questions of its resignation or dismissal;

(2) to discuss with the auditor the nature and scope of
the audit and reporting obligations before the audit
commences;

(3) to review the Company’s annual report and accounts,

half-year report and, if prepared for publication, quarterly
report before submission to the Board, focusing
particularly on:

(i)

(iii)

(iv)

(vi)

any changes in accounting policies and practices;

major judgmental areas;

significant adjustments resulting from the audit;

the going concern assumptions and any

qualifications;

compliance with accounting standards;

compliance with the Listing Rules and legal
requirements in relation to financial reporting;

4) to discuss the risk management and internal control
systems with management to ensure that management

has performed its duty to have an effective systems. This

discussion should include the adequacy of resources,
staff qualifications and experience, training programmes
and budget of the Company’s accounting and financial
reporting function;
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Meeting Record B iR AOER
EREEERNFARRITHEREGZ -
Netem R AETFEREFEE @ Wik
AAREE 2 NEPEEIEIRT o

The Audit Committee met four times during the Year to discuss
and approve the interim and annual results, and to review the
internal control procedures of the Group.

EREEeNEBE_ZE—-N\E+=-A
=+ BLEFEMRTEHILRER
BRO0T ¢

The attendance record of Audit Committee meetings held for the
year ended 31 December 2018 is as follows:

Attendance for meetings held for
the year ended 31 December 2018
BE_ZT-N\F+-A=+—-BHLFE

Committee member

EEERE FrBfTadctiE®
Mr. Tam Sun Wing 4/4
BT
Mr. Ng Ge Bun 4/4
REWTE
Mr. He Yi 4/4
BEE
During the meetings, the Audit Committee discussed the gL BEREEGEWIIIEE :

following matters:

m

Financial Reporting

The Audit Committee met with the external auditors to
discuss the interim and annual financial statements and
system of internal control of the Group. The auditors
and the chief financial officer were also in attendance to
answer questions on the financial results.

Where there were questions on the financial statements
and system of internal control of the Group reviewed by
the Audit Committee, the management of the Company
would provide breakdown, analysis and supporting
documents to the Audit Committee members in order
to ensure that the Audit Committee members were fully
satisfied and make proper recommendation to the Board.
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(B)

(2) External Auditors
The appointment of the external auditors and the
audit fee were considered by the Audit Committee
and recommendations were made to the Board on the
selection of external auditors of the Company. The Audit
Committee had also discussed on auditor’s independence,
objectivity and effectiveness of audit process.

3) Internal Control
Review of the sufficiency and efficiency of the internal
control system and risk management.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 21 March 2005.
It currently consists of one executive Director and three
independent non-executive Directors.

Composition of the Remuneration Committee for the year ended
31 December 2018:

(B)

2 SNEBEEGD
BEREREGEERINEREEM
ZEBEZBERAEZEE U
B B AR A SMNS A B AT 2 B
FENESFSFLER - BFX
ZESNC U RBEN 2B
- REMARBREFZE
M TR o

G PR
B BRI RARE R
RERMLABME -

FHEES
FHEZBEEeRN_TTRAF=A-+—
BRRY - BRIA—R2ATEER =4
BIUIFMITEFAEMX ©

REBzZz-_Z—N\F+-_A=+—HI
FE - HFMNEESZKENT

Mr. Tam Sun Wing (Chairman) mAMTER LA ()

Mr. Law Wing Chi, Stephen EAKELAE

Mr. Ng Ge Bun REWEE

Mr. He Yi BEAE

Role and function Vehd 1

The Remuneration Committee is mainly responsible for: FHEEEFERE

1. reviewing any significant changes in human resources
policies and structure made in line with the then
prevailing trend and business requirements;

2. making recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration;

3. determining the specific remuneration packages of all
executive Directors and senior management, including
benefits in kind, pension rights and compensation
payments, including any compensation payable for loss
or termination of their office or appointment, and make
recommendations to the Board of the remuneration of
non-executive Directors;
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4. considering factors such as salaries paid by comparable
companies, time commitment and responsibilities of the
Directors, employment conditions elsewhere in the Group
and desirability of performance-based remuneration;

5. reviewing and approving performance-based remuneration
by reference to corporate goals and objectives resolved by
the Board from time to time;

6. reviewing and approving the compensation payable
to executive Directors and senior management in
connection with any loss or termination of their office
or appointment to ensure that such compensation is
determined in accordance with relevant contractual terms
and that such compensation is otherwise fair and not
excessive for the Company;

7. reviewing and approving compensation arrangements
relating to dismissal or removal of directors for misconduct
to ensure that such arrangements are determined in
accordance with relevant contractual terms and that
any compensation payment is otherwise reasonable and
appropriate;

8. ensuring that no Director or any of his associates is
involved in deciding his own remuneration; and

9. advising the shareholders on how to vote in respect of
any service contract of Director which shall be subject
to the approval of shareholders (in accordance with the
provisions of Rule 13.68 of the Listing Rules).

Where circumstances are considered appropriate, some
Remuneration Committee decisions are approved by way of
written resolutions passed by all the committee members.
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(Q)

For the year ended 31 December 2018, four Remuneration
Committee meetings were held and the attendance record is as
follows:

Committee member

REBEZ2-_E2—-N\F+-_A=+—H1
FE FNZESTRITHALE -
EHgHIHFELEOT

Attendance for meetings held for
the year ended 31 December 2018
BE-_F-N\F+-A=+T—-HLEE

ZEEME FRBTERZHESR
Mr. Tam Sun Wing 4/4
BETERSE

Mr. Law Wing Chi, Stephen 4/4
BKERE

Mr. Ng Ge Bun 4/4
REWELE

Mr. He Yi 4/4
BEAE

During the meetings, the Remuneration Committee discussed
the remuneration packages of Directors and senior management
with reference to prevailing market conditions. The Remuneration
Committee had also discussed remuneration policy and
performance assessment for executive Directors.

NOMINATION COMMITTEE

The Nomination Committee was established on 13 April
2007. It currently consists of one executive Director and three
independent non-executive Directors.

Composition of the Nomination Committee for the year ended
31 December 2018:

(Q)

gL FMEZEELERTHAEN
EXZRRREEBZHFMAIR - MM
ZEENCHATES ZHFHBER
RIRAHEEITHI ©

REZES
REZBEN_TTLFWA+=H
R - BRI —RBHTEER=%2%8
MIFRITEEEK ©

REE-_Z—-N\F+-A=+—H1
FE RBEZEENENT ¢

Mr. Ng Ge Bun (Chairman) REWEE(EE)
Mr. Law Wing Chi, Stephen KBS AE

Mr. Tam Sun Wing AT A

Mr. He Vi BRAE
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Role and function

The Nomination Committee’s terms of reference include those
specific duties as set out in code provision A.5.2 of the CG Code.
Pursuant to its terms of reference, the Nomination Committee
is required, amongst other things, to review the structure, size
and composition of the Board and make recommendations for
changes as necessary, to identify individuals suitably qualified to
become board members and select or make recommendations
to the Board on the selection of, individuals nominated for
directorships, to assess the independence of independent
non-executive Directors, and to make recommendations to
the Board on relevant matters relating to the appointment or
re-appointment of Directors and succession planning for Directors
in particular the Chairman and the Chief Executive Officer. The
Nomination Committee should meet at least once a year and
when the need arises.

The Nomination Committee is responsible for identifying,
recruiting and evaluating new nominees to the Board and the
assessment of the qualifications of the Directors. The criteria
adopted to select and recommend candidates for directorship
includes the candidate’s experience, professional knowledge,
integrity, time commitment and other statutory or regulatory
requirements.

Nomination Policy

The Company has adopted a nomination policy stating the key
nomination criteria and principles during nomination of Directors.
In identifying suitable candidates qualified to become Board
members, the Nomination Committee shall take into account
the Company's current or future business model and specific
needs, the challenges and opportunities of the Company will
face, and skill set and expertise of candidates are required. The
Nomination Committee shall consider the candidates on merit
and contribution the candidate will bring to the Board with due
regard to the board diversity policy of the Company.
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For the year ended 31 December 2018, three Nomination
Committee meetings were held and the attendance record is as
follows:

Committee member

REBEZ2-_E2—-N\F+-_A=+—H1
FE  REZZESERITZRNEHE -

BReRZhFREEmT

Attendance for meetings held for
the year ended 31 December 2018
BE-_F-N\F+-A=+T—-HLEE

ZEERE FRBTERZHESR
Mr. Ng Ge Bun 3/3
REWSEE

Mr. Law Wing Chi, Stephen 3/3
Mr. Tam Sun Wing 3/3
BHTERSE

Mr. He Vi 3/3
BEAE

During the meetings, the Nomination Committee reviewed the
composition of the Board, the appointment of an executive
Director and discussed policy for nomination of Directors.

SHAREHOLDERS’ RIGHTS

It is the Company’s responsibility to protect shareholder’s interest. To
do so, the Company maintains on-going dialogue with shareholders
to communicate with them and encourage their participation through
annual general meetings or other general meetings.

Registered shareholders are notified by post for the shareholders’
meetings. The notice of meeting contains the agenda, the proposed
resolutions and a postal voting form.

Any duly registered shareholder from time to time is entitled to attend
the annual and special general meetings, provided that their shares have
been recorded in the Register of Members (Bye-law 66).

Shareholders who are unable to attend a general meeting may complete
and return to the Share Registrar the proxy form enclosed with the notice
of meeting to give proxy to their representatives, another shareholder or
Chairman of the meetings.

Shareholders or investors can enquire by putting their proposals with the
Company through the following means:

Hotline number © (852) 2804-2221

By post . 28th Floor, Chinachem Century Tower,

178 Gloucester Road, Wanchai, Hong Kong
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PROCEDURES FOR SHAREHOLDERS TO CONVENE A
SPECIAL GENERAL MEETING

Shareholder(s) can by written requisition to the Board or the secretary of
the Company to require a special general meeting be called by the Board
for the transaction of any business specified in such requisition. To raise
such requisition, the shareholder(s) must have held at the date of deposit
of such requisition not less than one-tenth of the paid up capital of the
Company carrying right to vote at general meetings of the Company
(Bye-law 58).

The meeting so requisitioned shall be held within two months after
the deposit of such requisition. If within twenty-one (21) days of such
requisition deposit the Board fails to proceed to convene such meeting,
the requisitionists themselves may do so in accordance with Section 74(3)
of the Companies Act 1981 of Bermuda (Bye-law 58).

PROCEDURES FOR SHAREHOLDERS TO PUT
ENQUIRIES TO THE BOARD

Shareholders may at any time send their enquiries and concerns to the
Board in writing through the company secretary whose contact details
are as follows:

The Company Secretary of Kai Yuan Holdings Limited

28th Floor, Chinachem Century Tower, 178 Gloucester Road, Wanchai,
Hong Kong

Email . enquiry@kaiyuanholdings.com

Telephone number . (852) 2804-2221

Facsimile number © (852) 2723-8571

The company secretary will forward the shareholders’ enquiries and
concerns to the Board and/or relevant Board committees of the Company,
where appropriate, to answer the shareholders’ questions.
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PROCEDURES FOR PUTTING FORWARD PROPOSALS
AT GENERAL MEETINGS BY SHAREHOLDERS

Subject to Section 79 of The Companies Act 1981 of Bermuda, it shall be
the duty of the Company, on the requisition in writing of (i) either any
number of members representing not less than one twentieth of the total
voting rights of all the members having at the date of the requisition a
right to vote at the meeting to which the requisition relates; or (i) not less
than one hundred members, at the expense of the requisitionists unless
the Company otherwise resolves:

(a) to give to members of the Company entitled to receive notice of
the next annual general meeting notice of any resolution which
may properly be moved and is intended to be moved at that
meeting; and

(b) to circulate to members entitled to have notice of any general
meeting sent to them any statement of not more than one
thousand words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at that
meeting.

Subject to Section 80 of the Companies Act 1981 of the Bermuda, notice
of any such intended resolution duly signed by the shareholder(s)
concerned (the requisitionist(s)), shall be deposited at the registered
office of the Company not less than six weeks before the meeting (in
the case of a requisition requiring notice of a resolution); and not less
than one week before the meeting (in the case of any other requisition)
together with a sum reasonably sufficient to meet the Company’s
expenses in sending the notice and circulating the statement submitted
by the shareholder concerned.

Upon receiving the requisition, the Company would take appropriate
actions and make necessary arrangements in accordance with the
requirements under the provisions as stated in Sections 79 and 80 of the
Companies Act 1981 of Bermuda.
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AUDITORS REMUNERATION

It is the auditor’s responsibility to form an independent opinion, based
on their audit, on those financial statements and to report their opinion
solely to the Company, as a body, in accordance with the Companies
Ordinance, and for no other purpose. They do not assume responsibility
towards or accept liability to any other person for the contents of the
auditors’ report.

Apart from the provision of annual audit services, the Group's external
auditors also provided interim review of the Group's results, taxation
services and professional services to the Group.

For the year ended 31 December 2018, Ernst & Young, the external
auditors provided the following services to the Group:
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Audit services
Taxation services
Professional services

RISK MANAGEMENT AND INTERNAL CONTROL

The Audit Committee assisted the Board to perform its duties to
maintain an effective and sound internal control system for the Group.
The committee reviewed the Group’s procedures and workflow for the
financial, operational and compliance, and also the risk assessment and its
initiatives for business risks management and control. Recommendations
will also be put forward to the Board for consideration and approval.
The Group has an internal audit function. During the Year, the Company
engaged an independent internal control consultant to carry out review
on risk management and internal control systems of the Group. The
review report had been presented to the Audit Committee to review, and
nothing has come to the Audit Committee’s or the Board's attention to
believe that risk management and internal control systems of the Group
are inadequate or ineffective. Please refer to the section headed "Risk
Management and Internal Control Report” for further details.

COMPANY SECRETARY

Mr. Law Wing Chi, Stephen, the company secretary for the year ended
31 December 2018, was a full time employee of the Company and has
day-to-day knowledge of the Company'’s affairs. The company secretary
reports to the Board’s Chairman, and had taken no less than 15 hours of
relevant professional training.
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INVESTOR RELATIONS

There was no change in the Company’s constitutional documents during
the year ended 31 December 2018.

To enhance its transparency, the Company encourages dialogue with
institutional investors and analysts. Extensive information about the
Company'’s activities is provided in its interim and annual reports, which
are sent to shareholders, analysts and interested parties. The Company
also maintains regular communication with the media. The Company’s
news releases, announcements and publications are circulated timely,
to all major news media. The same materials are also available on the
Company’s website. Media briefings are organised from time to time
to relay details of the Group's latest business initiatives and market
development plans. Regular meetings are also held with institutional
investors and analysts to disseminate financial and other information
related to the Group and its business. These activities keep the public
aware of the Group's activities and foster effective communication.
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For the year ended 31 December 2018, the following shareholder REBEE-_ZTZ—)\F+_A=+—HILFE -
meetings were held by the Company: RABERITUATREAS :
Date Venue Type of Meeting Particulars Voting at Meeting
=F:0 i f bk ] B ERETRR
17 May 2018 Board Room, Level 1 Annual General Meeting 1. To receive and consider audited financial By Poll

South Pacific Hotel,
23 Morrison Hill Road,
Wanchai, Hong Kong

—T-)0\F  BHET BRBFRE
AA+ER  EERWLE

BEEHEE

—EIHE
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statements for the year ended 31 December
2017 and the corresponding reports of the
Directors and auditors

To re-elect Directors and to authorise the
Board to fix their remuneration

To re-appoint Emnst & Young as the auditors of
the Company and authorise the Board to fix
their remuneration

To approve the general mandates to issue and
repurchase shares of the Company

FEBE_THHFt-A=T-HLEF ERERESA
EYRBECHERRENBESEREE KR
REHMREE

ERESNAHESSETAMS

BELKEHASHHRALRAREAR
RREEFeETANS

HAERTRBEARARN 2 —REXE
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ERERRES

Date Venue Type of Meeting Particulars Voting at Meeting
=p 12 eFga #15 SLETRR
7June 2018 Empire Room I, 1/F, Special General Meeting To approve the disposal of the Butterfly on Waterfront By Poll

Empire Hotel Hong Kong, Sheung Wan hotel (comprising the property and

33 Hennessy Road, operations of the hotel)

Wanchai, Hong Kong

“E-N\F  BRBHHERE BREERRE WELE LRBRESBMAE(RE—BEMERE  BRREEESR

~NAtH BFEEENEE R %) EN
EENE—

FINANCIAL CALENDAR FOR 2019 “E-AEFEHBAF

Event Proposed Date

=H ERETHS

Announcement of 2018 annual results Late March 2019

N ZE—N\FREZEE ZE-NF=AEK

Annual General Meeting Around May 2019

RERBFRE —E-NFRALA

Announcement of 2019 interim result Late August 2019

N ZZE-NFRHEEA ZE-NFNAE
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ABOUT THIS REPORT

Kai Yuan Holdings Limited (the “Kai Yuan” or “Company” and its
subsidiaries (collectively refer as the “Group” or “We") are pleased to
present the 2018 Environmental, Social and Governance (“ESG") Report
(the “Report”) which outlines our approaches, strategies and practices
in relation to the sustainability development. We carry out our business
in a responsible manner such that we create long-term values for our
stakeholders and contribute to make the world a better place.

This Report covers the period from 1 January 2018 to 31 December 2018
(the “Reporting Period”). This Report mainly focuses on our core business
segment — hotel operation, covering only the operation of the Paris
Marriott Hotel Champs-Elysées in Paris, France (the “Hotel” or the “Paris
Marriott Hotel").

This report has been prepared in accordance with disclosure
requirements of the ESG Reporting Guide set out in Appendix 27 to
the Rules Governing the Listing of Securities published by the Stock
Exchange.

We sincerely welcome your comments and suggestions with regard to
this Report and our sustainability performance. Please feel free to provide
your comments by email to enquiry@kaiyuanholdings.com.

Stakeholder engagement

Engagement with stakeholders helps us find the right direction in
sustainability. We maintain ongoing dialogues with our stakeholders
(including but not limited to hotel guests, employees, shareholders,
suppliers, community and regulatory bodies) such that we actively
collect their views to boost the growth of the Group and benefit our
stakeholders.

We identify and prioritise issues that our stakeholders consider significant
to formulate the foundation to our ESG objectives and the scope of our
ESG reporting. We communicate with our stakeholders both formally and
informally. It enables us to recognise our own strengths and weaknesses
to better sharpen our business strategies to respond to their needs
and expectations, anticipate risks and strengthen key relationships. The
information collected throughout the stakeholder engagement process
serves as an underlying basis for the structure of this report. We will
continue to seek ways to step up our effort on stakeholder engagement
and review the effectiveness constantly.
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A. ENVIRONMENTAL

A1. Emissions

We recognise potential impact to the environment during the course
of our operation and are committed to operate our businesses in an
environmentally responsible manner. It is our policy to minimise emission
relating to air and greenhouse gas emissions, discharge into water and
land, and generation of hazardous and non-hazardous wastes. We work
closely with the hotel manager of the Hotel to restraint emission and
continuously to improve our environmental performance. The Hotel
conserves resources by reducing unnecessary waste of electricity and
water at source, and enhance environmental awareness of hotel staff and
guests by providing training, warm reminders and during our interaction
with our guests. We also communicate our policies and requirements
toward environmental protection to our contractors and suppliers to
collaborate their effort in environmental protection.

Compliance

During the Reporting Period, we did not notice any non-compliance
with relevant laws and regulations relating to air and greenhouse gas
emissions, discharge into water and land, and generation of hazardous
and non-hazardous waste.

Our major source of emission includes (1) greenhouse gas which is
generated from town gas and electricity; (2) garbage generated by our
hotel guests and office; and (3) food waste generated during our food and
beverage services at the Paris Marriott Hotel.

Emission Type

RIR - HERERRE

A.RIE

A1 BERY
BMEBINERMOEBEEREREHIRER
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HERRB 2 BEPMEE 2B

Key Performance Indicators

HmmEsE BRREMIEE
2018
—E-N\F

Air emissions’

BER B

Nitrogen oxides (NOx) 23.68 kg

RE/LW 23.68 AT

Sulphur oxides (SOx) 0.36 kg

=Rl a7 036AT

Particulate matter (PM) 0.37 kg

e T 037 AFT

The air emission and greenhouse gas emission is calculated based on
the methodology suggested in the “Steps for ESG Reporting — Appendix
2: Reporting Guidance on Environmental KPIs" published by the Stock
Exchange of Hong Kong Limited.
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Emission Type

BB R

Key Performance Indicators

BREAMIER

Greenhouse gas emissions’
BERBHLE
Total (Scope 1 and Scope 2)
wEt(SE—-REEC
Scope 1
&= —
Scope 2
BE—
Intensity (per room night)
mE(BEEE®R)
Intensity (per gross floor area)
mE(BREmE)

Non-hazardous waste
Total waste generated
FELEENEE

Paper

AR

Glass

B

Food waste

BRI

Other general refuse

H At —ARREY)
Intensity (per room night)
ZE(BREES®)
Intensity (per gross floor area)
mE(EgEmE)
Waste to landfill
BEMIERE 2 BEY
Waste to recycle

FEYEIUL

Note 1: We do not generate hazardous waste (as defined by regulations in France).
Note 2: All food waste and glass bottle were collected for recycling.
Note 3: Amount of other general refuse is estimated by considering the volume of

rubbish collection bin and the frequency of collection.

Note 4: We have extended our non-hazardous waste disclosure to include the
amount of recycled glass bottle this year.

! The air emission and greenhouse gas emission is calculated based on
the methodology suggested in the “Steps for ESG Reporting — Appendix
2: Reporting Guidance on Environmental KPIs” published by the Stock
Exchange of Hong Kong Limited.
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2018
—F-N\F

826.33 Tonnes of CO, equivalent
82633 —E(LIE £

12.53 Tonnes of CO, equivalent

1253 —E(ciE S

813.80 Tonnes of CO, equivalent
813.80ME —E(LIRE =

13.64 kg of CO, equivalent/room night
B4R —AftikE s SHETH
46.64 kg of CO, equivalent/m?

46.64R T AL IRE 8 T HK

2018
—B-N\F

,024.15 Tonnes
,024.15M8

41 Tonnes

41HE

328.50 Tonnes
328.50M8

37.24 Tonnes
37.2418

657.00 Tonnes
657.00MA

16.91 kg/room night
16NAT/ BREESK
57.80 kg/m?
5780”1/ FH K
658.41 Tonnes
6584118

365.74 Tonnes
365.74 M8

1
1
1
1
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Measures to mitigate emissions and results achieved
Actively manage the use of electricity to reduce wastes that create
indirect greenhouse gas emission.
Work collaboratively with different wastes recycling partners to
trim down the tonnage.
Recycle organic wastes with a bio-wastes partners to turn wastes
into compost and biogas.

Recycle used oil, lamps, batteries, metal, plastic, glass and paper
through working with different recycling companies.

A2. Use of Resources

1. Energy

During the course of our business, we consume an array of resources
ranging from electricity, water, town gas to food ingredients used in
our food and beverage services. It is our policy to monitor each aspect
closely to make sure we are operating in a cost effective, sustainable and
responsible manner. During the Reporting Period, we have improved
our energy management by implementing a number of energy saving
initiatives to optimise our usage of resources:

Resource Type

RIR - HERERRE

AR BE B RV R TG AR
BREERE WA AT RERZR
ERBHMZEEY -
HARMEEREAIERFEE -
HMOBEERMHE -
HEAYERYEFEBHEFERREH
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ENFRNELEER - TMEHEAN - BBRE
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Key Performance Indicators

BERESE BRERES
2018
—E-N\F
Energy consumption
FEEE
In total 5,894,151 kWh
AT 5,894,151 F FLB§
In electricity 2,289,035 kWh
ES 2,289,035 FLBF
In steam production 2,010,845 kWh
EREE 2,010,845F FLBF
In chilled water 1,545,000 kWh
JEN 1,545,000F FL B
In non-renewable fuel 49,271 kWh
FER AR 49271 T FLBS

Intensity (per room night)
ZE(BHEE%)
Intensity (per gross floor area)

BE(FREmE)

97.33 kWh/room night
9733 TR SEEE%
332.65 kWh/m?
33265 F FLBE /753K
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Energy efficiency initiatives and results achieved
Turn off unnecessary lighting and air-conditioning.

Educate and inspire associates and guests to conserve and

preserve.

Setting and maintaining standard indoor temperature.
Review regularly our environmental policy and energy saving

plan.

Close monitoring of energy consumption and take necessary

actions if irregular usage is noticed.

Motion detectors are installed in back office area, public area
restrooms and meeting rooms. LED lightings are installed at back
offices and LED motion sensor lightings are installed in parking

staircase.

Programmable thermostats are adopted in guest rooms and

meeting facilities.

Window sensors are installed in all guest rooms to switch off

air-conditioning system when windows are opened.

2. Water

Water is a basic necessity to all livings on earth but our access to water is
limited. With rapid growth in global population and urbanisation, water
management is crucial to maintain our sustainability. For this reason, it is
our policy to uphold best practices on water management throughout
our operations. During the Reporting Period, we have improved our water
management by implementing a number of water-saving initiatives to

optimise our usage of resources:

RREANRERRAERRE
P TEENEE TR -
HENREBHEATREABRED
BRE o
RERRFEEEARE °
TE AR AT IR IR R I Ef g AT &l o
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LEDENMERVBIELE ©
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Resource Type Key Performance Indicators
BERER BRENER
2018
—E-N\F
Water consumption 27,300 m?
FKE 27,3003 77K

Intensity (per room night)
2 (BREER)
Intensity (per gross floor area)
ZE(GEERE)
Chilled water for cooling system
2 A R BT E AR /2 7K
Intensity (per room night)
ZE(BEEE®)
Intensity (per gross floor area)

ZE(BEEAR)
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0.45 m3/room night
0453 7K/ BHEE G

1.54 m3*/m?
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10.48 m*/m?

10483 5K,/ F 752K



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Water efficiency initiatives and results achieved
Encouraging guests to save water and reuse linen and towel
during their stay.
Close monitoring on water consumption pattern and take
necessary actions if irregular usage is noticed.
Adoption of low-flow water faucets in guest rooms and common
areas.
Introduction of low-flow showerheads and tap aerators in all
guest bathrooms.
Installation of water-efficient commercial dishwasher and washing
machines (except the washing machine in the kitchen).
Installation of low-flow pre-risen spray valves in kitchen.

A3. The Environment and Natural Resources
We do not notice our operations have significant impact on the
environment and natural resources.

B.SOCIAL

B1. Employment

As at 31 December 2018, we had 7 employees working in Hong Kong.
Employees working in our hotel (“hotel staff”) are employed and managed
by the third party hotel manager. However, we work closely with hotel
manager to ensure they have consistent policies with us in handling
employee matters and compliant with all relevant laws and regulations in
the area in which the Hotel operates.

It is our policy to value the differences between people and work
diligently in providing equal opportunity and anti-discrimination. Our
employment decision is only based on one’s working ability and disregard
their gender, race, ethnicity, sexual orientation, disability etc. We review
our remuneration policies and packages annually to ensure our employee
are fairly treated. We grant discretionary bonuses to qualified employees
based on operation results and individual performance. Our employees
are also entitled to medical insurance, participation in the mandatory
provident fund and paid leaves.

Compliance

We are not aware of any material non-compliance with any relevant laws
and regulations that have a significant impact on the Group relating
to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, other
benefits and welfare, occupational health and safety, child and forced
labour and other laws and regulations related to employment during the
Reporting Period.

RIR - HERERRE
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B2. Health and safety

We believe that productivity comes from healthy workforce. It is our
policy to provide a healthy and safe working environment for our
employees. We remind our employees to increase their awareness in
occupational safety and provide them comfortable working environment
and medical benefit.

Compliance
During the Reporting Period, no work related fatalities or injuries were
recorded.

B3. Development and training

It is our policy that all new employees are required to attend orientation
training to ensure that they are familiar with our corporate values and
goals and to ensure that the employees understand their role in our
Group. Employees are also encouraged to attend seminars relevant to
their position to enhance their work capability.

B4. Labour standards

It is our policy that we are against the usage of child and forced labour.
Our recruitment policy forbids the hiring of child or forced labour and we
will not purchase from any supplier who is doing so.

Compliance
There is no usage of child and forced labour noticed during the Reporting
Period.

B5. Supply chain management

Hotel operation involves a number of procurement categories including
furniture, fixtures and equipment, hotel amenities, ingredient for food
and beverages, office supplies and different kinds of maintenance and
professional services. It is our policy to ensure our suppliers are operating
in a sustainable manner, therefore, we work closely with hotel manager to
ensure responsible procurement is in place which is consistent with our
approach to sustainability.
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The Paris Marriott Hotel has in place a clear Supplier Code of Conduct and
Sustainability Assessment Program to provide environmental and social
guidelines to their suppliers, they work closely to push and encourage
their suppliers to ensure the Supplier’s Sustainability Policies are followed.
In environmental aspect, the Paris Marriott Hotel has followed Marriott
International’s initiatives such as removing injected molded foam
products, using sustainable seafood, use cage-free eggs, using pork free
from gestation confinement crates for pork, ensuring down and feather
products are from humane sources. Regarding social aspects, the Paris
Marriott Hotel follows Marriott's Global Employment and Human Rights
principles and expect their suppliers to have safe and secure working
environments, non-discrimination, avoid using forced and child labour.
Supplier Screening Program is in place to monitor their suppliers to work
in environmental and social responsible manner.

B6. Product Responsibility

We believe that high quality service is essential to maintain long-term
relationship with our customers. It is our policy to provide services
with impeccable quality. The Hotel has in place its own “Standard
Operation Procedures” and “Quality Assurance Program” to ensure guests
satisfaction, and all hotel staff are well trained with respective standards
and procedures to deliver high quality services.

Guest satisfaction

The Paris Marriott Hotel is classified and recognised as a five-star hotel
by the République Francaise (French Republic) honoring its outstanding
service standards. In addition to actively collect information to
understand customer experiences and in place of a complaint handling
procedures, the Paris Marriott Hotel developed a guest feedback program
- Guest Voice. A guest satisfaction system which integrates a shorter,
simpler guest satisfaction survey with social media (reviews, posts, tweets,
etc.) into a single user dashboard, enabling the hotel to take action on
issues and concerns and facilitate a more timely response.

RIR - HERERRE
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Personal data practice

With the European Union’s General Data Protection Regulation (“GDPR")
has come into effect on 25 May 2018, we have worked closely with our
hotel manager, Marriott, to ensure compliance measures are in place.
Our hotel manager has undertaken a significant amount of work to
ensure the hotel is GDPR ready. The hotel has further strengthened its
data governance and privacy programs, as well as its centralised systems,
in preparation for the GDPR implementation. A number of specific
actions including, but not limited to, the update of procedures to ensure
appropriate respond to individual rights requests from our guests and
associates as required under GDPR. The hotel manager has updated
terms and conditions of loyalty programs, privacy statements and notices,
as well as hotel registration cards to encompass GDPR principles. The
hotel manager has conducted holistic review of marketing and digital
processes and policies to ensure accountability and data governance.
The hotel manager has updated contracts with new privacy language to
ensure the Hotel is fully compliant with the GDPR as well as other relevant
personal data privacy regulations in France.

Compliance

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact on health and safety,
advertising, labelling and privacy matters relating to products and
services provided and methods of redress.

B7. Anti-corruption

It is our policy and we believe it is of paramount importance that
businesses are conducted in accordance with applicable rules,
regulations and social standards. The virtue of integrity, honesty and
fairness have been given the highest priorities. No such rules, regulations
or standards should be traded in exchange for business benefits.

All hotel employees are required to stringently abide by the
anti-corruption guidelines and policies of the Hotel where bribery in any
form is prohibited. In cases when breaching of anti-corruption guidelines
are spotted, disciplinary actions including immediate termination of
employment and involvement of local authorities would be taken. Hotel
manager will also provide trainings to hotel employees on issues of
corruption on a regular basis.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Compliance
During the Reporting Period, no legal case was filed against the Hotel or
its employees with regard to corruption issues.

B8. Community Investment

It is our policy to encourage our employees to participate in and support
community services in order to lead a healthy and balanced lifestyle. The
Group will also participate in community and public welfare activities
when possible.

Corporate governance

We believe that sound internal control, risk management and compliance
systems are foundation for embracing good corporate governance. The
Group is committed to upholding high standards of business integrity,
honesty, ethics and transparency in our operations. For more details
of our corporate governance practices, please refer to our Corporate
Governance Report.
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RISK MANAGEMENT AND INTERNAL CONTROL REPORT

FEREENARREE R E

RISK MANAGEMENT AND INTERNAL CONTROL

The Board of directors (the “Board”) acknowledges its responsibility to
establish, maintain and review a sound and effective risk management
and internal control systems. An enterprise risk management (“ERM")
framework is in place to implement risk management and internal control
effectively.

Our risk management and internal control systems are designed
to manage rather than eliminate the risks of failure to achieve the
Company'’s business objectives, and can only provide reasonable, but not
absolute assurance against material misstatements or losses.

RISK MANAGEMENT STRUCTURE

Effective risk management resides at all levels of the Group. Staff in
different business units identify and manage risks during their daily
operation, the management is responsible for identifying, assessing
and responding to risk at strategic level. Reporting to the Board, the
Audit Committee reviews and monitors major risks and effectiveness of
risk management and internal control systems. Through this top down
and bottom up approach, together with independent review by the
independent internal control consultant, assisted the Group to manage
its major risks in an effective manner.

Risk Management Structure
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RAREELRE
The Board
EEw EERREREMAIEESE

Oversees the risk management and internal control systems;

Determines the Group'’s business strategies and risk appetite;

BEAEEZ EHREEMEARAZE

Reviews at least annually the effectiveness of the risk management and internal control

systems; and
ROBF—

e R E T M R BREEAE IR 2 PR K

Monitors the risk management and internal control systems in an on-going manner.

FEERARETR LA RBEIEHE

Audit Committee
BEnEEE

control systems;

Oversees the evaluation and improvement process of risk management and internal

EERBRERENABEIEHE IR RSERR

Reviews the Group's risk register; and

ERAKE zRREESRM &

Reviews and approving the internal control review plan and review results.
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BEREERAEZERE

Risk Management Structure

[ B B IR R A

Management and staff
EEERET

Internal audit function and
external auditors

PR AT #E M INIE AZ B

Identify and monitor all risks relevant to daily operations of the Group;

MplkEREASEARRGERARIAARR

Report to the Board and Audit Committee on the risks identified including strategic,
operational, financial, reporting and compliance risks and its changes during the year;
MEFGRERZESERSHILRNER - BFERE - €8 UK - BHKk
BRFHTEZRERMBBREBNFRN ZEBER

Implement and execute and on-going monitor risk management and internal control
processes; and
Bift - T RIFEERRRERE RANFEERF 0 &

Develop and execute appropriate action plans to mitigate the risk identified and to
resolve material internal control defects.

HIE RAITESNITENETE] - ARREE BRI H R 2 BB - LA KRR E KA B L 12
TREE ©

Outsource the internal audit function to an independent internal control consultant;

R BREZ TSN T B A RRERIE B

Review the effectiveness of the Group’s risk management and internal control systems;

i iy AN 62 B L B I e PR B B R I 2 AR

The scope of the internal control review is risk-based and is reviewed by the Audit
Committee;

ARSI R < HIEARRAKE  TEHESRZE SRR

Communicate review result directly to the Audit Committee; and

HECZEQERBBRIER K

External auditor is also be able to communicate internal control issues they noticed
during their audit to Audit Committee directly.
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FEREENARREE R E

RISK MANAGEMENT PROCESS

The risk management process defined the procedures for identifying,
assessing, responding and monitoring risks and their changes. The
Management discusses regularly with each operating functions to collect
their views towards the risks they have identified at operation level, and
to strengthen their understanding to risk management at the Group’s
strategic view level to foster two way communication. Risk identification
is a continuous and interactive process, major risks are communicate
between the bottom and the top.

Define risk
universe

SE R\ B E

Monitoring and
report changes

BB T R BB

Mitigate risks
K2y

R EERF
RiERRFREB@HA - fFHE - BHE R
ERERLEEH BT EEEBEHES
LEAFETHR  AREHMELZERER
ERAIERZERNER - ARIRKERE
AEBZRBUEBNHER T HEAREE - A
REERER - BRERNE —ERFELDE
FFe R LTRESRIERR

|dentify risks
EERIEAN

Assess risks
identified

D

Bl oo R 2L B2

Significant risks are classified into one of the four categories: strategic,
operational, financial, reporting and compliance. After identified all
relevant risks, the Management assesses the potential impact and
possibilities of the risks and prioritise the risks, appropriate internal control
measures are then developed to mitigate the risks. Also, effectiveness
of internal control measures and changes of risks are monitored in
an on-going manner and are communicated to the Board and Audit
Committee to allow their monitoring at the top level.
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RISK MANAGEMENT AND INTERNAL CONTROL REPORT

MAIN FEATURES OF OUR RISK MANAGEMENT AND
INTERNAL CONTROL SYSTEMS

Maintain an effective internal control system at operational level

Establish clear internal control policies and procedures, clearly
define the responsibilities, authorities and accountabilities of each
key positions;

Establish code of conduct, explain the Group's requirements on
integrity and ethical value to all staff;

Establish whistle blowing mechanism, encourage employees to
report incidents of misconduct or fraud;

Establish appropriate level of information technology access rights,
avoid leakage of price sensitive information; and

Establish insider information disclosure policy, including reporting
channels and responsible person of disclosure, unified response
to external enquiries and obtain advices from professionals or The
Stock Exchange of Hong Kong Limited, if necessary.

In evaluating the effectiveness of internal control systems, the Board has
considered the adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal audit and
financial reporting functions.

On-going risk monitoring at risk management level

The Management identifies and mitigates major risks according to the
risk management process, the identified risks are summarised in risk
register and submitted to the Board and Audit Committee for their review
together with a 3-year internal control review plan to enable the Board
and Audit Committee effectively monitor major risks of the Group and
how the risks are managed. Major risks relevant to the Group are shown
on pages 49 to 51 of this report.
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RISK MANAGEMENT AND INTERNAL CONTROL REPORT
Rl EERASEERE

Independent review Bt

The Group has appointed an independent internal control consultant AEBCZEB I ANPELEMETAFEE
to conduct an internal control review' for the year, the scope of review ZAEEE BT - M EHEME_T— N\F
has covered the period from 1 January 2018 to 31 December 2018. The —A—HE2_ZEZ—N\F+-_A=+—H° -
results of the internal control review has been submitted to the Audit EIER G CEREIRRBIZELES -
Committee.

The Management has established remediation and improvement plan for EREEABEHRHRNAIBEEIEI B HITE
internal control weaknesses identified. Nothing has come to the Audit AR A NESE  c EREEENEFTSTE
Committee’s or Board's attention to believe that risk management and BHAIMNEBEEASEREEAER ZARE

internal control systems of the Group are inadequate or ineffective. I8 R A ERES Y | B T B S A o

1 The internal control review performed by the internal control consultant does 1 AIBSE PRI FT (E 2 A ES B #E R 5t I T
not constitute an assurance engagement made in accordance with the Hong KRBT B @I Nz (& B E
Kong Standards on Auditing, Hong Kong Standards on Review or Hong Kong BIY (B EEHZEER) S (BEZEZL
Standards on Assurance Engagement issued by the Hong Kong Institute of BRI D T2 IREEHE -

certified Public Accountants.
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The Directors present their annual report and audited financial
statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries comprise the hotel operation and money
lending. The principal activities and other particulars of subsidiaries of the
Group are set out in note 1 to the financial statements.

There were no significant changes in the nature of the Group's principal
activities during the Year.

BUSINESS REVIEW

Please refer to the Management Discussion and Analysis of this report
for further details on review of the Group’s business and particulars of
important events affecting the Group during the Year, together with
future development of the Group.

Principal Risks and Uncertainties

The following are the principal risks and uncertainties facing by the
Group's hotel operation segment and money lending segment as
determined by the Board. The content below is not intended to be an
exhaustive list of all the risks and uncertainties that may arise.

Hotel Operation

(i) Operational risks
Notwithstanding the active monitoring and supervision of
performance of the hotel by the Group, daily operations of
the Group's hotel are delegated to respective hotel manager,
pursuant to hotel management agreement signed with third-
party hotel manager. Dependent on the ability of hotel manager,
the failure of hotel manager to manage the hotel in an efficient
and effective manner could have a material adverse effect on
financial results of the Group.

Furthermore, if any of the hotel management agreements
are terminated prior to their expiration, we may experience
disruptions to our operations, and will then required to seek for
replacement of hotel manager.

Finally, the Group’s hotel is operated under brand name of
the hotel manager. As a result, the continuation on revenue
generation relies on the success of the hotel manager in
maintaining reputation and enhancing the recognition of their
brand.
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(i)

(ifi)

(iv)

Competition

The Group owns a hotel in France in which the hospitality
industry is highly competitive due to ongoing supply of new
hotels and renovation of existing hotel properties. The intensity
of competition is affected by a range of factors including political
stability of country where the hotel is located, regional and global
economic conditions, convenience of location, interior design
and amenities offered, as well as travel pattern of customers. The
Group is committed to offer the best of our services and hotel
experience to our guests.

Economic and market risks

The Group’s business is exposed to risks of unfavourable
movements in the global and regional economies and financial
markets, in particular to the markets where our hotel is located.
Change in economic conditions would lead to recession, inflation,
deflation, currency fluctuations, availability of financing, interest
rates and other factors that are beyond control of the Group.
Occurrence of any of the above may reduce revenue, increase
operating costs and lower asset value of the Group.

Terrorism, diseases and natural disasters

The Group's business could be adversely impacted by acts of God,
wars, terrorist attacks, riots, diseases and other events beyond our
control. The Group cannot predict the occurrence of these events.
An increased threat of terrorism would affect travel patterns and
reduce the number of travellers of different categories. All of the
above events would eventually adversely affect the business and
financial performance of our hotel.

Indebtedness and interest rates

The Group maintains certain level of indebtedness to partly
finance the hotel property investment. The indebtedness level
could increase the vulnerability of the Group to adverse general
economic or industry conditions, and restrict the Group from
making strategic acquisitions or taking advantage of business
opportunities. Hence, increase in interest rates could materially
and adversely affect the results of the Group.
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(vi) Foreign exchange fluctuations
The Group has hotel operation in France in which revenue and
expenses are denominated mainly in Euro and United States
dollar. Therefore, the Group’s financial results are exposed
to foreign exchange risk as a result of fluctuation in currency
exchange rates.

(vii)  Information technology systems

The Group is dependent on information technology systems
provided by the hotel manager and by other third parties to
monitor and operate the day-to-day operations of the hotel. These
systems include booking, check-in/check-out, management of
rooms and collection of payment etc. Any disruption of these
systems could result in the hotel failing to operate. Furthermore,
operations of the above systems are also subject to information
security and cyber threats. The Group together with the hotel
manager will consistently review, maintain or upgrade these
information technology systems when required to minimise
system down-time and defend against cyber threats.

Money Lending

(i) Credit risk
A credit risk is the risk of default on a loan that may arise from
borrowers failing to meet loan repayment obligation when due.
To control credit risk, the Group requires borrowers to provide
sufficient collaterals before mortgage loans will be granted.
We will also regularly monitor and review our loan portfolio.
Notwithstanding these measures, the Group might still suffer from
financial losses if the economic climate in Hong Kong changes
adversely and abruptly so that net proceeds from disposal of
collaterals might become insufficient to cover mortgage loan
granted and loan interests receivable.

Environmental Policies

We are attentive to consumption of natural resources and reduction of
pollution during the course of managing our businesses. It is our goal
to minimise our environmental impacts through recycling of materials,
encouragement of resources savings and reduction of wastes. The Group
is committed to ensure our compliance with relevant environmental
protection laws and regulations. We also require our business partners to
comply with relevant environmental protection laws and regulations. For
further details on performance of the Group on environmental aspects
during the Year, please refer to our Environmental, Social and Governance
Report on pages 34 to 43.
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Compliance with Laws and Regulations
The Group requires operations of the Company and its subsidiaries to
comply with the relevant laws and regulations in the territories in which
we operate. During the Year, the Board was not informed of any events
relating to violation of laws and regulations.

Key Relationships with Employees, Customers and Suppliers

The Group has in place remuneration policies to ensure provision of
adequate rewards to employees with recognised experience of the
assigned roles and duties. The Group also provides other benefits
including bonuses, mandatory provident fund scheme, medical insurance
scheme and participation to share option scheme.

The Group places high priority on maintaining good relationship with our
customers. We have in place a mechanism to keep track on customers’
feedback and identify areas for improvement. Customer’'s complaints
once acknowledged and reported will be dealt with timely, fairly and
diligently.

To ensure efficient delivery of quality products and services to our
customers, the Group recognises the importance of maintaining close
and long-term relationship with suppliers. The Group will ensure fairness
when conducting procurement activities and a consistent balance on
qualities of products and services against value-for-money.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018 and the
state of affairs of the Group and the Company at that date are set out in
the audited financial statements on pages 70 to 179.

The Board does not recommend the payment of any dividend for the year
ended 31 December 2018 (2017: nil)

Dividend Policy

The Board may from time to time propose the payment of a dividend,
if any, with respect to the shares of the Company listed on the Stock
Exchange pursuant to the following dividend policy (“Dividend Policy”).
Subject to the relevant laws of Bermuda and the Bye-laws of the
Company, dividend may be proposed and/or declared by the Board for a
financial year or period as:

(i) interim dividend;
(i) final dividend;

(iif) special dividend; and
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(iv) any distribution of net profits that the Board may deem
appropriate.

Any final dividend proposed by the Board for any financial year shall be
subject to the approval by the shareholders of the Company.

The declaration of a dividend is subject to the discretion of the Board,
which will take into account the following factors, in no particular order of
importance, when considering the payment of a dividend:

(a) the financial results of the Group;

(b) the cash flow situation and future cash requirements of the Group;

(0) the general business conditions and strategies of the Group;

(d) the future capital expenditure or debt settlement requirements of

the Group;
(e) future operations and earnings of the Group;
6] the taxation consideration;

(9) the statutory and regulatory restrictions; and

(h) any other factors the Board may deem relevant.

Given the fluctuating nature of earnings or loss of the Group, the
Board does not recommend setting a target dividend payout ratio, or
maintaining a consistent dividend payment over time. There can be no
assurance that a dividend will be proposed or declared in any specific
period.

The Board will review the Dividend Policy from time to time.

SUMMARY FINANCIAL INFORMATION

A summary of the results and the assets and liabilities of the Group for the
last five financial years, as extracted from the audited financial statements
and restated as appropriate is set out on page 180. This summary does not
form part of the audited financial statements.
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PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group
during the Year are set out in note 15 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS
Details of movements in the Company’s share capital and share options
during the Year are set out in notes 29 and 30 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-
laws or the laws of Bermuda, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and the Group
during the Year are set out in note 45 to the financial statements and in
the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES
Details of the distributable reserves of the Company as at 31 December
2018 are set out in note 45 to the financial statements.

CHARITABLE CONTRIBUTIONS
During the Year, the Company did not make any charitable contributions
(2017: HK$1,200,000).

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group's five largest customers accounted
for approximately 17% of the total sales for the Year, sales to the largest
customer included therein amounted to approximately 5%. Purchases
from the Group's five largest suppliers accounted for approximately 43%
of the total purchases for the Year, purchases from the largest supplier
included therein amounted to approximately 13% of the total purchases
for the Year.

None of the Directors of the Company or any of their close associates or
any shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any beneficial
interest in the Group's five largest customers or suppliers disclosed above.
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DIRECTORS

The Directors during the year were:

Executive Directors:

Dr. Li Zhigiang (Chairman)
(appointed on 12 June 2018)

Mr. Xue Jian (CEO)

Mr. Law Wing Chi, Stephen

Independent non-executive Directors:
Mr. Tam Sun Wing

Mr. Ng Ge Bun

Mr. He Yi

The Directors, save and except for the Chairman, are subject to retirement
by rotation and re-election at the annual general meeting of the
Company in accordance with clauses 87(1) and 87(2) of the Company’s
Bye-laws.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to
the guidelines set out in Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive Directors are
independent.

BIOGRAPHICAL DETAILS OF DIRECTORS
Biographical details of the Directors of the Company are set out on pages
11 to 13 of this report.

DIRECTORS’ SERVICE CONTRACTS

No Director being proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable by the
Company within one year without payment of compensation, other than
statutory compensation.

DIRECTOR’S REMUNERATION

Subject to shareholders’ approval at annual general meetings authorising
the Board, remuneration of Directors are determined by the Board with
reference to Directors’ duties, responsibilities and performance and the
results of the Group.
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PERMITTED INDEMNITY PROVISION

The Bye-laws provides that the Directors of the Company for the time
being acting in relation to any of the affairs of the Company, shall be
indemnified and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses, damages
and expenses which they may incur or sustain by or by reason of any act
done. The Company has arranged for insurance cover on Directors’ and
officers’ liabilities to provide appropriate cover for legal actions brought
against its Directors and officers arising out of corporate activities of the
Company.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director or any entity connected with a Director was materially
interested, either directly or indirectly, in any transaction, arrangement or
contract of significance to which the Company, or any of its subsidiaries
was a party during the Year or at the end of the Year.

MANAGEMENT CONTRACTS

The Group entered into or maintained the following management
contracts for its hotels during the Year.

Paris Marriott Hotel

The Group maintained a management agreement (dated 16 June 1995),
as amended from time to time (the “Marriott Agreement”) in relation to
management of the Paris Marriott Hotel, with Marriott Hotels Manager
France SAS (“Marriott"). The Marriott Agreement shall continue for thirty
years after 1 January 2000. Marriott has option to renew the Marriott
Agreement on the same terms and conditions for each of three successive
periods of ten years.

The Group signed a hotel asset management services contract with Jones
Lang LaSalle hotels & Hospitality Group in relation to the Paris Marriott
Hotel on 26 September 2017. The contract period commenced on
1 November 2017 and will expire on 31 October 2019.

Butterfly on Waterfront Sheung Wan

The Group maintained a hotel management agreement with Butterfly
Hospitality (HK) Limited (formerly known as Butterfly Hotel and Serviced
Apartment Group Limited) in relation to management of Butterfly on
Waterfront Sheung Wan. The management term commenced on 1 May
2014 and expiring on 30 April 2024. The Group completed disposal of the
Butterfly on Waterfront Sheung Wan on 20 June 2018.

No Director of the Company had interests in the above contracts.
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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 position - The following represents shares to be allotted
and issued upon exercise of share options granted to the relevant
Director

DIRECTORS' REPORT
EEgHRES

EERFETBRAERKRSD - EEARG
RESEERKR
RIFARAERESF LG GRH (55 &
BIEPIDFE2AUFETHFEZECMATRLE -
ARBBEZERIBTHRABRARANE
AR EE (& RE 5 MR R EXVER)
ZBin - MR RESFTRE 2 RX
BRERELEMRAMETAHE EMEITAE
FETRFRZNRESTA([RET] A
ATTHEARBRBEBMARZAAR DA
ZHEBFORRIAT ¢

HR-UTARTHBES BRERTERK
BTEBERBITZRG

Number of

Number of underlying

Name of Directors Capacity options held shares
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Mr. Xue Jian Beneficial owner 127,780,000 127,780,000
B2 S EREBA

Mr. Law Wing Chi, Stephen Beneficial owner 10,000,000 10,000,000
BKERE BHEAA

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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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section titled “Directors’ and chief executive's
interests and short positions in shares, underlying shares and debentures”
above and in the section titled “Share option scheme” below, at no
time during the year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to any
Director or their respective spouses or minor children, or were any such
rights exercised by them; or was the Company or any of its subsidiaries or
fellow subsidiaries a party to any arrangement to enable the Directors to

acquire such rights in any other body corporate.

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 30 to the financial statements.

CONTRACT OF SIGNIFICANCE

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a Director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of the

year or at any time during the year.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available to

shareholders by reason of their holding of the Company’s securities.
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PERSONS HOLDING 5% OR MORE INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2018, the following persons (other than a Director or
chief executive of the Company) had interests or short positions in the ERREE
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:

Long position
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Number of Percentage of

ordinary issued share
Name of shareholders Capacity shares held capital
FrfE HERT
BRREE, BB 55 EBER#E RAEBDLE
Mr. Du Shuang Hua' Interest of controlled corporation 708,000,000 5.54%
= 13 SR E 2
Happy Sino International Limited' Beneficial interest 708,000,000 5.54%
BEaEs
Mr. Zhang He Yi' Beneficial interest 1,400,000,000 10.96%
SRAFESEAE BatEs
Ms. Lu Xiaomei? Interest of controlled corporation 753,190,000 5.89%
BRI\ At REEHDEE R
Sincere Profit Group Limited? Beneficial interest 753,190,000 5.89%
BatEs
Ga Leung Investment Company Limited? Beneficial Interest 1,866,666,666 14.61%
ERREARRARP BEags
Mr. Sun Yong Feng? Interest of controlled corporation 1,866,666,666 14.61%
TRoKIE S 42 SN o
Beneficial interest 133,000,000 1.04%
BEafEn
Ms. Meng Ya* Interest of spouse 1,999,666,666 15.65%
ARt Ao fEtE s
Mr. Hu Yishi Beneficial interest 1,300,000,000 10.17%
EAS S gy o
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! 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.

E 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.

N 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 31 December 2018, 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.

CORPORATE GOVERNANCE
Particulars of the Company’s corporate governance practices are set out
in the Corporate Governance Report on pages 14 to 33 of this report.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the Year, the Company did not have any connected transactions
and continuing connected transactions which were subject to
the disclosure requirements of the Listing Rules. The related party
transactions as disclosed in note 39 to the financial statements did not fall
under the definition of connected transactions or continuing connected
transactions in the Listing Rules. The Company confirms that the Group
has complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company had maintained a
sufficient public float throughout the year ended 31 December 2018 and
as at the date of this report.

EVENTS AFTER THE REPORTING PERIOD
Details of the significant events after the reporting period of the Group
are set out in note 43 to the financial statements.

EMOLUMENT POLICY

Emolument policy on the remuneration of the Directors and the
employees of the Group is reviewed periodically and determined
by reference to market terms, Group’s performance and individual
qualifications and performance. The Company has adopted a share
option scheme as an incentive to Directors and eligible employees,
details of the share option scheme are set out in note 30 to the financial
statements.

AUDITORS

The financial statements have been audited by Ernst & Young (“EY”). EY
shall retire and, being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of EY as auditors of the Company is to
be proposed at the forthcoming annual general meeting.

On behalf of the Board

Law Wing Chi, Stephen
29 March 2019
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INDEPENDENT AUDITORS’ REPORT
B REENHREF

Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

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

OPINION

We have audited the consolidated financial statements of Kai Yuan
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 70 to 179, which comprise the consolidated statement
of financial position as at 31 December 2018, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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INDEPENDENT AUDITORS'REPORT

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements section
of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including
the procedures performed to address the matters below, provide the
basis for our audit opinion on the accompanying consolidated financial
statements.
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B AT RES

KEY AUDIT MATTERS (CONTINUED)
BAEFSTEEH ()

Key audit matter

BREEIEE

How our audit addressed the key audit matter

BN ETNMUEERRETSAE

Impairment assessment of the French Hotel property

A BB E YR B BT

The Group involved external experts to perform an impairment
assessment on the French hotel property with a carrying
amount of HK$2,873 million as at 31 December 2018 based
on an income approach to estimate the fair value less cost
of disposal. This matter was significant to our audit because
the balance of the French Hotel property was material to the
consolidated financial statements. Further, the assessment
process was complex and involved significant judgements.
EEETHIINEERBBRAER -_E-—N\F+_A=+
— B BRTH 18 42,873,000,0007# 7T 2 % BB J&E ) R E1TIRE
il AAERTFERELDERAN - LEFBEHRMONEFL
BEZ RAREBEBEMEZ #RHEaVBBRRES
B o ko - FHEEEEME - B REARHE -

Related disclosures about the impairment of non-financial
assets are included in note 3 Significant accounting judgements
and estimates to the financial statements.

B RMEERE ZBERESN MK HRERMES
[EX & HIBT RG] -
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Our procedures included, among others, assessing the
competence, capabilities and objectivity of its external
experts and involving our valuation experts to assist us in
evaluating the methodologies used by the Group’s external
experts to determine the fair value less costs of disposal as at
31 December 2018 and testing the assumptions, in particular,
the average daily rate per room, occupancy rate, discount rate,
long-term growth rate and terminal capitalisation rate.
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KEY AUDIT MATTERS (CONTINUED)
BARFTEEH ()

Key audit matter

BEEEE

B AHETRES

How our audit addressed the key audit matter

ERNESFNAERERARENSE

Disposal of a hotel operation in Hong Kong

HEBEBEEEERR

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 owed by the Target
and its subsidiaries (the “Target Group”) to the Company (the
“Shareholder’s Loan") to a third party (collectively referred to
as the “Disposal”). The Target Group is principally engaged in
hotel operation in Hong Kong. The Disposal was completed on
20 June 2018 and was material to the consolidated financial
statements of the Group.

RZZE-NFHWOA+=0" ERQFUmGH HE
Leading Prospect Limited ([ BRAR]]) 202 BTG &
ERARIREMBAR(TEREE ] SERAIZEKRE
ER(RERERD T —E2E=7 (B HEFE]) - BR
EEIZEEENEFBERLEES - HEFHEEN T —
NFERAZTEZREEY BEEEZHEEUHBHRRBE

gg‘ o

Related disclosures about the Disposal are included in
note 12 Discontinued operation and note 32 Disposal of
subsidiaries to the consolidated financial statements, which
disclose the details in relation to the Disposal.
FALESTHE HERZEENGE VB HREMT 2
[E#IEREF IR HEELR  ERRBHES
18 2 {EREEFIS -

Our procedures included, amongst others, checking the
relevant documents regarding the Completion of disposal and
collection of consideration, and evaluating the accounting
treatment. We also assessed the Group's disclosures in relation
to the Disposal.
BANBFEFER (AP EF)REAN TR EEFR
NWERHKE 2 B A R EGARIE R E - HFITREE
i ESEERLEEBEMEREE -

BRERERAT | 208 £F% 65



INDEPENDENT AUDITORS’ REPORT
B REENHREF

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon. The Annual Report is expected to be made available to us
after the date of this auditor's report.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group's financial
reporting process.
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INDEPENDENT AUDITORS'REPORT

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies Act 1981,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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

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

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

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

B AHETRES

BB BT REMBERRAREN
B

BRMMEE  RHGANBRREELRT
IFAE B 7 B o B8 3R T 8 B M A ) K
MEABMBAERE THABERMER
MRS E - RARBERE(—AN—
FRPEYEATHORT R BETEE
W& o RIS - RMIMBEE A AR
L - RMBTERAREENNET - ¥
EMEALE EREEEE -

EERBBERKFOHRE  BTERRIER
BEBENEAETHE  BREEERHER
BROR RS 2 B3 o SRR ] R BKRF
SkEEER M 5l - ¥R IR TR AT 88 AR PR (B8 98 3K
BAER)BEFEERAERBERAVHERER
FTEHRIRE - AIBB#ERRE S KR
REK e

EREFBFFZAPETRITNBES » &
METEEXEHE - URTEXRMEE -
HfIINE

Rl B R Al B BRRF S ER AR T B AR
EMBRRGFEERERRANEA
o Rt RATEAEFARE AR
R - A RERSSE R MEE NETR
E o RBEMNEREHERER - B
FEARES R EBR - E - EEER
ERRE - HEBERARER L
Rt REERBRARHRFMERNEX
AR R ) A B S A R BEBX R R 8
RIME B E A SRR A E R

THREZRGTHBENANER  UE
RETBEENEFERF  BUHAFER
4 BEEENANMEENRERRE
EIO

BRIERARAR | 2018 58K 67



INDEPENDENT AUDITORS’ REPORT
B REENHREF

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF BB SRR REAKEN
THE CONSOLIDATED FINANCIAL STATEMENTS EEE)
(CONTINUED)

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

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

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

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.
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INDEPENDENT AUDITORS'REPORT

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Lawrence K. W. Lau.

Ernst & Young
Certified Public Accountants
Hong Kong

29 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

M AES 32
meEBmR

For the year ended 31 December 2018
BE-Z—\F+-A=+—RULFE

2018 2017
—E-N\E —E—+F
Notes HK$’000 HKS$'000
iF FET F&r
(Re-presented)
(ER)
CONTINUING OPERATIONS BEREER
REVENUE Wzs 5 300,710 260,970
Cost of sales SHE R (223,070) (202,676)
Gross profit EH 77,640 58,294
Other income and gains HAWA RS 5 14,873 4,187
Administrative expenses TEA X (41,366) (41,054)
Other expenses HithfAk (453) =
Finance costs BERKA (49,346) (47,547)
PROFIT/(LOSS) BEFORE TAX FROM RARBBELEER
CONTINUING OPERATIONS BRBATEF (E518) 8 1,348 (26,120)
Income tax (expense)/credit Fris(Ax) K% 1 (1,121) 28,394
PROFIT FOR THE YEAR FROM REBBELEER 2
CONTINUING OPERATIONS FN&F 227 2,274
DISCONTINUED OPERATION CHRILEE
Profit for the year from a discontinued operation KRB B4 IFEB 2 FR & F 12 338,629 2,406
PROFIT FOR THE YEAR FRmHM 338,856 4,680
Attributable to: AT
Owners of the Company VNI ZEDN 338,856 4,680
Non-controlling interests FEiE Rt e - =
338,856 4,680
EARNINGS PER SHARE ATTRIBUTABLE TO RRRIEBERFAA
ORDINARY EQUITY HOLDERS OF THE COMPANY  FE{L SRR & T 14
Basic and diluted EARNEE
— For profit for the year —REREN = HK2.65 cents/&fll  HK0.04 cents/ &1l
~ For profit from continuing operations —HREFELEERLZ
Sw s HK0.002 cents?fli  HKO0.02 centsySfll
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

meEZEBER

For the year ended 31 December 2018

BHE-_Z-N\F+-A=+—HIFE
2018 2017
—E-NF —tF
Notes HK$’000 HKS'000
Htat FHET FET
(Re-presented)
(E#H)
PROFIT FOR THE YEAR F A% A 338,856 4,680
OTHER COMPREHENSIVE (LOSS)/INCOME Hh2mE (E8), WA
Other comprehensive (loss)/income that REZBREATEEHDES
may be reclassified to profit or loss in BRk HMEE
subsequent periods: (B18), WA
Cash flow hedges: MEMEE I
Effective portion of changes in fair value FRNEEZEHPIAR
of hedging instruments arising during BEH BRI
the year 26 (2,184) (1,433)
Reclassification adjustments for loss ARG ERRZEBZ
included in the consolidated statement BN HEAE
of profit or loss 26 13,632 12,967
Income tax effect Frigiis & 28 (3,549) (2,608)
7,899 8,926
Exchange differences: ME S ZHE
Exchange differences on translation of WINETSIRE 2 [E H =58
foreign operations (70,727) 185,464
Net other comprehensive (loss)/income REBARAIEENHES
that may be reclassified to profit or loss Bk zH HM2mE
in subsequent periods (B18) WA F5E (62,828) 194,390
OTHER COMPREHENSIVE (LOSS)/INCOME FRNHEMEE(ER)
FOR THE YEAR, NET OF TAX WA - EFIBRIA (62,828) 194,390
TOTAL COMPREHENSIVE INCOME FAZEWAER
FOR THE YEAR 276,028 199,070
Attributable to: AT e -
Owners of the Company ViN/NEIEZ V=N 276,028 199,070
Non-controlling interests FEIEAR R - e
276,028 199,070
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

aRa SRR R

As at 31 December 2018
RZE—N\F+=_A=+—H

2018 2017
—E-N\F —E—+tF
Notes HKS’000 HKS$000
&t FETT FET
NON-CURRENT ASSETS ERBNVE E
Property, plant and equipment ME - WENEE 15 2,914,691 3,601,397
Intangible assets B EE 16 426 583
Equity investment designated at fair value EER A ERT AHM
through other comprehensive income ZHBAZRAEZE 17 24,779 =
Deferred tax assets REFTEE E 28 20,025 29,688
Total non-current assets EMBEELE 2,959,921 3,631,668
CURRENT ASSETS MENEE
Inventories =& 18 978 1,102
Trade receivables FEUBEZX 19 20,609 23,523
Loans receivable FEUWE R 20 210,000 -
Prepayments, other receivables and TARTRRIE - B fth EUCRRIE
other assets MEMEE 21 27,066 23,338
Pledged deposits BEEMEFER 22 23,011 24,107
Cash and cash equivalents ReRBeEEY 22 1,097,590 513,396
Total current assets MEVEEME 1,379,254 585,460
Total assets BEE 4,339,175 4217128
CURRENT LIABILITIES mEBAE
Trade payables FETBREK 23 5,954 10,198
Other payables and accruals HAb R IE R EETE A 24 49,852 51,964
Contract liabilities aHaE 25 156 =
Receipt in advance TEWGRIE = 87
Derivative financial instruments TESRTE 26 10,095 11,342
Interest-bearing bank borrowings FTEIRITEE 27 1,534,818 -
Tax payable FERTFIIR 2,137 362
Total current liabilities mBBEERE 1,603,012 73,953
NET CURRENT (LIABILITIES)/ASSETS mEN(BE) BEFE (223,758) 511,507
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRDEE 2,736,163 4,143,175
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M AR R

As at 31 December 2018
RZZE—-N\F+=A=+—H

2018 2017
—E-N\EF —E—+F
Notes HKS’000 HKS$000
HtaF FET FET
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRDEE 2,736,163 4,143,175
NON-CURRENT LIABILITIES FRBAE
Interest-bearing bank borrowings HESRITEE 27 = 1,602,630
Deferred tax liabilities ELFIEAE 28 240,136 309,707
Derivative financial instruments PTESmIA 26 = 10,839
Total non-current liabilities EmEBEARE 240,136 1,923,176
Net assets BEFE 2,496,027 2,219,999
EQUITY B
Equity attributable to owners of RRBER NEIE R
the Company
Share capital [N 29 1,277,888 1,277,888
Reserves s 31 1,218,139 942,111
2,496,027 2,219,999
Total equity HEmiATa 2,496,027 2,219,999

Approved on behalf of the board of directors:

Xue Jian

23]

Director

EF

REREFSHME -

Law Wing Chi, Stephen
Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEERRER

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

Attributable to owners of the Company

NG 2PN T
Cash (Accumulated
flw  Exchange losses)
Share hedge  fluctuation [retained
Share Share option reserve* reserve® profits* Total
capital  premium*  reseve*  BERE  ENRD (2iHER)/ equity
Bx  RiyaE BRERE ke i REEN  REAE
HKS000 HKS 000 HKS'000 HKS000 HKS 000 HKS'000 HKS 000
TiET TAL AL TiEr TAL AL TiAr
At 1 January 2017 R=Z-+£-F-A 1277888 1,027,637 - (24350) (230362) (32057) 2018756
Profit for the year Epighl - - - = = 4680 4680
Other comprehensive income for theyear: ~ FREMZEYRA :
Cash flow hedges, net of tax Remein
(BHRHE) - - - 8926 - - 8926
Bichange differences on translation of BIEHRE EREE
foreign operations = = = = 185464 = 185,464
Total comprehensive income for the year ENZERALE 5 5 = 8926 185,464 4680 199,070
Equity-settled share option LS RRERE
arrangements - - 2173 - - = 2173
At 31 December 2017 S
+ZA=1-H 1277888 1,027,637 2173 (15,424) (44.89) (27317) 2,219,999
At 1 January 2018 RZF-N\§-H-H 1277888 1,027,637 2113 (15424) (44,898  (27377) 2,219,999
Profitfor the year g - - - - - 338,856 338,856
Other comprehensive income for the year: ~ EREBREMRA :
Cash flow hedges, net of tax RemEsi
(BHRHE) - - - 7,899 - - 7,899
Bichange differences on translation of BEHREEREE
foreign operations - - - - (70,727) - (70,727)
Total comprehensive income for the year EREERNEE - - - 7,899 (70727) 338,856 276,028
Transfer of share option reserve upon the BREE RIS
forfeiture of share options BRERE - = (15) = = 15 =
At31 December 2018 RZE-N\E
+-A=1-H 1,277,888 1,027,637 2,158 (7,525) (115,625) 311,494 2,496,027
& These reserve accounts comprise the consolidated reserves of & WEFEEBXNERAMBERABRRAZER

B REE1,2181390008 T (T —+F ¢
942,111,000 7T) °

HK$1,218,139,000 (2017: HK$942,111,000) in the consolidated statement of
financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERTRER

For the year ended 31 December 2018

HE-Z—)\F+=-ZA=+—AHLFE

2018 2017
—E-N\F —T—+F
Notes HK$’000 HKS'000
Htat FET FEIT
(Re-presented)
(E#H)
CASH FLOWS FROM OPERATING ACTIVITIES ~ REARLEF2HERE
Profit/(loss) before tax: MELATEN,(EiE) -
From continuing operations REFBELCEER 1,348 (26,120)
From a discontinued operation REDRIEER 12 339,208 2,929
Adjustments for: AEH AT % -
Finance costs & R A 49,346 51,338
Loss on disposal of items of property, HEDE BMEM
plant and equipment RBEE 2 BE = 193
Gain on disposal of subsidiaries HEMB AR ZWEH 12 (335,570) -
Depreciation e 15 40,216 40,967
Amortisation of other intangible assets Hith 8 A i g 16 135 66
Equity-settled share option expense IS EE 4 L B A R A S 30 - 2,173
94,683 71,546
Decrease in inventories FERD 67 39
Decrease/(increase) in trade receivables FEUBR ZRL A, (38 40) 2,451 (8,002)
(Increase)/decrease in loans receivable FEUME R IN), R (210,000) 63,000
Increase in prepayments, other receivables — FBATFERIE ~ H b fE W g8
and other assets N E & EE AN (4,215) (964)
(Decrease)/increase in trade payables FERTBRFRCRA) /1 AN (4,244) 3,969
(Decrease)/increase in other payables and HEmEMRIENEGTER
accruals O A),/ 8 (601) 11,866
(Decrease)/increase in receipt in advance FEWEIE R ) AN (87) 49
Increase in contract liabilities ABHEEEN 167 AN
Cash (used in)/generated from operations “BE () g
RE (121,779) 141,503
Luxembourg tax paid B ERERIE (46) <
France profit tax refunded REEBFTEH = 5,086
Hong Kong tax paid ERBEARIE (496) S
Net cash flows (used in)/generated from KESEE (R ) TS
operating activities RENEFHE (122,321) 146,589
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CONSOLIDATED STATEMENT OF CASH FLOWS

= AN oo —1
GERERER
For the year ended 31 December 2018
BE—Z—\F+-A=+—RHULFE

2018 2017
—B-N\F =+
Notes HK$’000 HKS'000
Htat FHETT FEIT
(Re-presented)
(B#H)
Net cash flows (used in)/generated from RSN (BTA), R
operating activities WEMEFE (122,321) 146,589
CASH FLOWS FROM INVESTING ACTIVITIES REEE TSRS RE
Purchases of items of property, BEME  WER
plant and equipment HEIEE (6,090) (10,773)
Purchase of intangible assets BEELEE - (205)
Disposal of subsidiaries HERB AT 32 797,114 =
Purchase of an equity investment designated  B& B {5 F 2 A FEEET A
at fair value through other comprehensive Hip 2wl A 2 RR R
income ) (24,779) -
Net cash flows generated from/(used in) BEEEMSE,(FFA)ES
investing activities mEFEE 766,245 (10,978)
CASH FLOWS FROM FINANCING ACTIVITIES KRB @ EEE 238
Decrease/(increase) in pledged time BEIRTE TR
deposits B (HE ) 1,090 (4,787)
Repayment of bank borrowings BERETEE - (137,000)
Interest paid BFE (49,673) (50,131)
Net cash flows used in financing activities BB EBFARESREFE (48,583) (191,918)
NET INCREASE/(DECREASE) IN CASH AND BekBELSEMLM
CASH EQUIVALENTS ORA ) 3% 595,341 (56,307)
Cash and cash equivalents at FUREMREEED
beginning of year 22 513,396 539,721
Effect of foreign exchange rate changes, net  [ER& &) 7 (11,147) 29,982
CASH AND CASH EQUIVALENTS AT FRASRREEFEY
END OF YEAR 1,097,590 513,396
ANALYSIS OF BALANCES OF CASH AND Re MR EEWEERS
CASH EQUIVALENTS
Cash and cash equivalents as stated in the RERERMTRRE R
statement of cash flows BEEEY 1,097,590 513,396
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NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

CORPORATE AND GROUP INFORMATION 1. QARKEEEHR

The Company is incorporated in Bermuda as an exempted AARTRBRETIMR I 2 ERE
company with limited liability and its shares are listed on the EREMERR  EROREBHER
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The SFAERARI([HZT]) EH o &K
address of the registered office of the Company is Canon’s Court, N B FE 1 $ = BE b ik & Canon's Court,
22 Victoria Street, Hamilton HM 12, Bermuda, and the principal 22 Victoria Street, Hamilton HM 12,
place of business is 28th Floor, Chinachem Century Tower, 178 Bermuda * EE & ¥R BEFEET
Gloucester Road, Wanchai, Hong Kong. S LITE 78 E M 42 EI5 281 -
The principal activity of the Company is investment holding, and RATFTBEEAREITER METH
its subsidiaries are principally engaged in hotel operation and BARTENESHELEREET -

money lending.

Information about subsidiaries KB A TER
Particulars of the Company's subsidiaries are as follows: AKABIHEARFBENT ¢
Place of incorporation Nominal value of Percentage of
or registration/ issued and fully  issued share/ registered
principal place paid-up share/ capital attributable
Legal form of of operations registered capital to the Company
Name of subsidiary business HMAIRECEM CRTRERZRAZ ALOTEEESERTRA/  Principal activities
WELRER EEEBEA wE/TELERE  EE/HEREX EMEREDL TEXHK

Direct% Indirect %

B#% A%

Crown Value Limited ("Crown Value")  Corporation Hong Kong/Hong Kong HKS1 100 - Investment holding
Gl B8/ BH 18T REER

Splendid Holdings S.ar.l. Corporation Luxembourg/ EUR20,000 - 100 Investment holding
NS Luxembourg 20,0080 REER

ERE/BRE

MCE OpCo HoldCo Corporation France/France EUR6,973,155 = 100 Investment holding
Ad) 8/ 58 6,973,155B RERR
MCE OpCo Corporation France/France EUR8,835,915 S 100 Hotel operation
N %8/ EE 8835915E1 8 BEEE
Splendid PropCo Corporation France/France EUR44,000,010 = 100 Owner of a hotel
N %8/ 8 4400001080 property
BENFEEA
Global Strategy Corporation British Virgin Islands/ US$100 100 - Investment holding
International Limited R Hong Kong 100%7T AR
RERBEARARAR0 ZBRBRAE/BE
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

1. CORPORATE AND GROUP INFORMATION (continued) 1. 2RAREEER®E)

Information about subsidiaries (continued) WEBATER (&)
Particulars of the Company’s subsidiaries are as follows: (continued) RNATIMBATIGEOT : (48)
Place of incorporation  Nominal value of Percentage of
or registration/ issued and fully  issued share/ registered
principal place paid-up share/ capital attributable
Legal form of of operations registered capital to the Company
Name of subsidiary business AMRUREDEM CRORSRRAz ALTEECETRE/  Principal activities
WEARER AERBIR wH/TELEHE  EE/EREL EMERED L TERH

Direct%  Indirect %

B#% A%

Kai Yuan Capital Limited Corporation Hong Kong/Hong Kong HK$10,000 - 100 Money lending
FAEREBRAR G| B/ Bk 10,0009 7T REEH
Universal Yield Corporation British Virgin Islands/ US$1 100 - Investment holding
Investrents Limited ? 1 Hong Kong S REER
STREBRARY ABRERER/BA
Deluxe (China) Limited Corporation Hong Kong/Hong Kong HKS1 = 100 Investment holding
FR(PE)BRAR R BE/ER 18T RERK
Shanghai Mianwang Investment Wholly-owned foreign - The PRC/The PRC US$3,000,000 - 100 Investment holding
Consulting Co,, Ltd.® enterprise E/HE 3,000000% 7T RERR
HERERAFABRARY HEBALE
Ever Profit Management Limited Corporation Hong Kong/Hong Kong HK$1,000,000 100 - Service provision
KFIERBERAR G| B/ Bk 1,000,000 7T RALIRH
Charter Best Investments Limited ! Corporation British Virgin Islands/ US$1 100 - Investment holding
1A Hong Kong 1% RARR
AEREREE/BE
0] No audited financial statements have been prepared for () HEEEYEGABEE T — \F
these entities for the year ended 31 December 2018, as these +- A=+ HIFEE Y &ERE
entities were not subject to any statutory audit requirement Bk BEEARERSEMKS
under relevant rules and regulations in their jurisdiction of CEEEE AR REE 18
incorporation. E o RENREMEEEFTRZ
PR il o
(if) Not audited by Ernst & Young, Hong Kong or another member (i) WIEEBEEL KBRS E
firm of the Ernst & Young global network. XEHETERFFE AR E—e8

FMEZ
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2.1

NOTES TO THE FINANCIAL STATEMENTS

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards ("HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention, except for
derivative financial instruments and an equity investment which
have been measured at fair value. These financial statements are
presented in Hong Kong dollars and all values are rounded to the
nearest thousand except when otherwise indicated.

As at 31 December 2018, the Group's current liabilities exceeded
its current assets by HK$223,758,000. 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 consolidated financial statements), 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 31 December 2019;

The directors are of the opinion that the EUR175,000,000
bank borrowings due in October 2019 as disclosed in note
27 to the financial statements will be renewed before due
date. The management is actively negotiated with the
lender indicative terms and conditions of the renewal and
does not foresee significant obstacles; and

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 it liabilities when they fall due in the
foreseeable future (at least 12 months from the date of the
consolidated financial statements).

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2018.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the relevant
activities of the investee).

2.1

Br TSR B AL

For the year ended 31 December 2018
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.1

T e P

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(a) the contractual arrangement with the other vote holders
of the investee;

(b) rights arising from other contractual arrangements; and

(@] the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the Group
and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. All intra-group
assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are
eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control described above. A change in
the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the
fair value of any investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate, on
the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.
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2.2

NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BE-—Z—\F+-A=+—RLFE

CHANGES IN ACCOUNTING POLICIES AND 22 BNEHRZSBHREER

DISCLOSURES

The Group has adopted the following new and revised HKFRSs for AEBERAFE W B@RKRE XK

the first time for the current year's financial statements. WMLA T T RIEZTEBM R E &

8l -

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment
Transactions

BAUMEWEER B2 2 1EET [RAZNRZ G2 D HEREE ]

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance
Contracts

BB ME LR B4R 2 EFT [ERAEENBHREERFE49 [REg & R — G ER
BB EERIEIS [2MTA]]

HKFRS 9 Financial Instruments

BRI mEERFE 5 [£8TA]

HKFRS 15 Revenue from Contracts with Customers

BB WEZER 1558 [EF&E#WKa ]

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from Contracts with
Customers

BB HmEERNF 155 18R] [ BB BIREERE 155 [ P &KW e 2 505 ]

Amendments to HKAS 40 Transfers of Investment Property

BA G ERIFEA05 2 1EF] [EEREYE ]

HK(FRIO)-Int 22 Foreign Currency Transactions and Advance Consideration

TR (BRMBEREZREZE]) REF2%R [OMEXX 5 RBATHE ]

Annual Improvements 2014-2016 Cycle Amendments to HKFRS 1 and HKAS 28

ZEMFEF _FENFREZ FENE [BAMBEREENZ 1R REBGHERFE 285 2 &5 ]

Except for HKFRS 15 Revenue from Contracts with Customers and BT EBMBHREEEIS% [ FFE

HKFRS 9 Financial Instruments, the new and revised HKFRSs have e | R BB B WEERESR [ £

had no significant impact on the preparation of the Group'’s TR ] REAEF] B AV W

financial statements. The nature and the impact of HKFRS 15 and HEAEARE @ﬁa‘ﬁlﬁ%zfﬁ%jﬁﬁ%

HKFRS 9 are described below: RAERERFZE - BAMBREELNE

1SS RBAVBHREENFORZEE
R BT
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.2

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS 18
Revenue and related interpretations and it applies to all revenue
arising from contracts with customers, unless those contracts are
in the scope of other standards. The new standard establishes
a five-step model to account for revenue arising from contracts
with customers. Under HKFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity expects
to be entitled in exchange for transferring goods or services to a
customer.

The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The Group adopted HKFRS 15 using the modified retrospective
method of adoption. There was no substantive effect of adopting
HKFRS 15 except for the followings:

The comparative information for each of the primary
financial statements would be presented based on
the requirements of HKAS 11, HKAS 18 and related
interpretations;

The Group has disclosed additional information
regarding performance obligations (“Revenue
recognition (applicable from 1 January 2018)" in note
2.4), disaggregation of revenue (note 5) and contract
liabilities (note 25) for the year ended 31 December 2018
without any comparative information, which would
follow the requirements of HKAS 11, HKAS 18 and related
interpretations; and
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NOTES TO THE FINANCIAL STATEMENTS

2.2 CHANGESIN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

HKFRS 15 Revenue from Contracts with Customers

(continued)
Before the adoption of HKFRS 15, the Group recognised
consideration received from customers in advance
as receipt in advance. Under HKFRS 15, the amount is
classified as contract liabilities. Therefore, upon adoption
of HKFRS 15, the Group reclassified HK$87,000 from
receipt in advance to contract liabilities in relation to the
consideration received from customers in advance as at
1 January 2018. As at 31 December 2018, under HKFRS 15,
HK$156,000 was reclassified from receipt in advance to
contract liabilities in relation to the consideration received
from customers in advance for the hotel operation.

HKFRS 9 Financial Instruments

HKFRS 9 Financial Instruments replaces HKAS 39 Financial
Instruments: Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together all three
aspects of the accounting for financial instruments: classification
and measurement; impairment; and hedge accounting.

The Group has not restated comparative information for 2017
for financial instruments in the scope of HKFRS 9. Therefore, the
comparative information for 2017 is reported under HKAS 39.

Br TSR B AL

For the year ended 31 December 2018
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.2

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

HKFRS 9 Financial Instruments (continued)

Classification and measurement

As at 1 January 2018, the category of loans and receivables under
HKAS 39, including cash and cash equivalents, pledged deposits,
trade receivables and financial assets included in prepayments,
other receivables and other assets were transferred to category of
financial assets at amortised cost under HKFRS 9.

Impairment calculation
The effect of replacing HKAS 39's incurred credit loss calculations
with HKFRS 9's expected credit losses (“ECLs") is insignificant.

Hedging accounting

The Group has applied hedge accounting under HKFRS 9
prospectively. At the date of initial application of HKFRS 9, all of
the Group’s existing hedging relationships were eligible to be
treated as continuing hedging relationships. Before the adoption
of HKFRS 9, the Group designated the change in fair value of
the entire interest rate swap contracts in its cash flow hedge
relationships. Upon adoption of HKFRS 9, the Group continues
to designate the entire interest rate swap contracts in the cash
flow hedge relationships. The adoption of the hedge accounting
requirements of HKFRS 9 has had no impact on the Group's
financial statements.
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2.3

NOTES TO THE FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial
statements.

Amendments to HKFRS 3
BB B R EEREIG 2 IEF]

Amendments to HKFRS 9
BREY B ELERFE R 2 EF]

Amendments to HKFRS 10 and

Br TSR B AL

For the year ended 31 December 2018
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23 CEMGEHMRERZEBUH
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AN B30 R bt 55 B 5 Rk A A TS
B IE MR E R H 2] REEETE
BB AR -

Definition of a Business?

[T## Iz E# |

Prepayment Features with Negative Compensation’

[ABRBEZIEFESFIES

Sale or Contribution of Assets between an Investor and

HKAS 28 (2011)
BB RS RSB 105 &

EBEHAEER BT (=T ——%)

HKFRS 16
BAMBREERF 165

HKFRS 17
BARMBREERE 175

Amendments to HKAS 1 and HKAS 8
ERGHEAIE IR RE SRR
FE8W 2 IBE]

Amendments to HKAS 19
BEEGTTENE 199 2 EF]

Amendments to HKFRS 28

BB iR R B85 2 (85T

HK(IFRIC)-Int 23

BE (BRI BHRERELZES)
—REF 23

Annual Improvements 2015-2017 Cycle

—E—AFRE T F R FENE

! Effective for annual periods beginning on or after 1 January 2019

2 FEBEER
2 Effective for annual periods beginning on or after 1 January 2020 2 RZTEZTF—A—HA= 2K
2 FE B A
J Effective for annual periods beginning on or after 1 January 2021 2 RZTEZ—F—A—HAzz&RAE
2 EEHMAER
# No mandatory effective date yet determined but available for A M ARMEERFIEKBE - HE AT #
adoption EEg

its Associate or Joint Venture*

[REEHEABENAHA ELFZFNEELELTE )

Leases’

[HE ]

Insurance Contracts?

[Riz& AS

Definition of Material?

[TEX|ZEZES)

Plan Amendment, Curtailment or Settlement’
[ErEIEET « stz E )

Long-term Interests in Associates and Joint Ventures'

[RBERRRE SRR R #EzR ]

Uncertainty over Income Tax Treatments'

[ 3 BRI ) T HEE 14 |

Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23!
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
While the adoption of some of the new and revised HKFRSs may
result in changes in accounting policies, none of these HKFRSs is
expected to have a significant impact on the Group’s results of
operations and financial position, except the followings:

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 recognise assets
and liabilities for most leases. The standard includes two elective
recognition exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date of a lease,
a lessee will recognise a liability to make lease payments (i.e,,
the lease liability) and an asset representing the right to use the
underlying asset during the lease term (i.e., the right-of-use asset).
The right-of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses unless the
right-of-use asset meets the definition of investment property in
HKAS 40, or relates to a class of property, plant and equipment
to which the revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability
and the depreciation expense on the right-of-use asset. Lessees
will also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change in
an index or rate used to determine those payments. Lessees will
generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from the
accounting under HKAS 17. Lessors will continue to classify all
leases using the same classification principle as in HKAS 17 and
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2.3

NOTES TO THE FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS (continued)

distinguish between operating leases and finance leases. HKFRS
16 requires lessees and lessors to make more extensive disclosures
than under HKAS 17. Lessees can choose to apply the standard
using either a full retrospective or a modified retrospective
approach. The Group will adopt HKFRS 16 from 1 January 2019.
The Group plans to adopt the transitional provisions in HKFRS
16 to recognise the cumulative effect of initial adoption as an
adjustment to the opening balance of retained earnings at
1 January 2019 and will not restate the comparatives. In addition,
the Group plans to apply the new requirements to contracts
that were previously identified as leases applying HKAS 17 and
measure the lease liability at the present value of the remaining
lease payments, discounted using the Group's incremental
borrowing rate at the date of initial application. The right-of-
use asset will be measured at the amount of the lease liability,
adjusted by the amount of any prepaid or accrued lease payments
relating to the lease recognised in the statement of financial
position immediately before the date of initial application. The
Group plans to use the exemptions allowed by the standard on
lease contracts whose lease terms end within 12 months as of the
date of initial application. During 2018, the Group has performed
a detailed assessment on the impact of adoption of HKFRS 16. The
Group has estimated that the quantitative impact on the balance
of assets, liabilities and equity as at 1 January 2019 is insignificant.

2.3
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Fair value measurement

The Group measures its derivative financial instruments and an
equity investment at fair value at the end of each reporting period.
Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the
principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a
whole:
Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly or
indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
deferred tax assets, financial assets and non-current assets/a
disposal group classified as held for sale), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the higher
of the asset’s or cash-generating unit’s value in use and its fair
value less costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets (continued)

An impairment loss is recognised only if the carrying amount of
an asset exceeds its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the statement of profit
or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation),
had no impairment loss been recognised for the asset in prior
years. A reversal of such an impairment loss is credited to the
statement of profit or loss in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person’s
family and that person

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel of

the Group or of a parent of the Group;

or
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NOTES TO THE FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties (continued)
A party is considered to be related to the Group if: (continued)

(b) the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the
same third party;

(iv) one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group, and the sponsoring
employers of the post- employment benefit plan;

(vi) the entity is controlled or jointly controlled by a
person identified in (a);

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

(viii)  the entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the parent of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated and
is accounted for in accordance with HKFRS 5. The cost of an item
of property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its
working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the statement of profit or loss in the period
in which it is incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection is capitalised
in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them
accordingly.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation (continued)
Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over the estimated useful life. The principal annual rates
used for this purpose are as follows:
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Motor vehicles A 5 18 - 20%
Office equipment WAERME 5-6 15 - 20%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in
the statement of profit or loss in the year the asset is derecognised
is the difference between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress represents a building under
construction, which is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of
construction and capitalised borrowing costs on related borrowed
funds during the period of construction. Construction in progress
is reclassified to the appropriate category of property, plant and
equipment or investment properties when completed and ready
for use.
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Intangible assets
Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised basis over the useful economic life and assessed for
impairment whenever there is an indication that the intangible
asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life
are reviewed at least at each financial year end.

The useful life of an intangible asset is shown as follows:
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to
the statement of profit or loss on the straight-line basis over the
lease terms. Where the Group is the lessee, rentals payable under
operating leases net of any incentives received from the lessor are
charged to the statement of profit or loss on the straight-line basis
over the lease terms.

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost and fair value through
other comprehensive income.

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics
and the Group's business model for managing them. With the
exception of trade receivables that do not contain a significant
financing component or for which the Group has applied the
practical expedient of not adjusting the effect of a significant
financing component, the Group initially measures a financial
asset at its fair value, plus in the case of a financial asset not
at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component
or for which the Group has applied the practical expedient are
measured at the transaction price determined under HKFRS 15
in accordance with the policies set out for “Revenue recognition
(applicable from 1 January 2018)" below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income,
it needs to give rise to cash flows that are solely payments
of principal and interest (“SPPI") on the principal amount
outstanding.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.4

T e P

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 January 2018) (continued)

Initial recognition and measurement (continued)

The Group's business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets,
or both.

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

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 January 2018) (continued)

Subsequent measurement (continued)

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if both of
the following conditions are met:

the financial asset is held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows; and

the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss when
the asset is derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income
(debt instruments)

The Group measures debt investments at fair value through other
comprehensive income if both of the following conditions are
met:

The financial asset is held within a business model with the
objective of both holding to collect contractual cash flows
and selling; and

The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair
value through other comprehensive income when they meet
the definition of equity under HKAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is
determined on an instrument-by-instrument basis.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2018
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 January 2018) (continued)

Subsequent measurement (continued)

Financial assets designated at fair value through other
comprehensive income (equity investments) (continued)

Gains and losses on these financial assets are never recycled
to the statement of profit or loss. Dividends are recognised as
other income in the statement of profit or loss when the right of
payment has been established, it is probable that the economic
benefits associated with the dividend will flow to the Group and
the amount of the dividend can be measured reliably, except
when the Group benefits from such proceeds as a recovery of
part of the cost of the financial asset, in which case, such gains
are recorded in other comprehensive income. Equity investments
designated at fair value through other comprehensive income are
not subject to impairment assessment.

Financial assets at fair value through profit or loss

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

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments classified as financial assets at
fair value profit or loss are also recognised as other income in the
statement of profit or loss when the right of payment has been
established, it is probable that the economic benefits associated
with the dividend will flow to the Group and the amount of the
dividend can be measured reliably.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 January 2018) (continued)

Financial assets at fair value through profit or loss (continued)

A derivative embedded in a hybrid contract, with a financial
liability or non-financial host, is separated from the host
and accounted for as a separate derivative if the economic
characteristics and risks are not closely related to the host; a
separate instrument with the same terms as the embedded
derivative would meet the definition of a derivative; and the
hybrid contract is not measured at fair value through profit
or loss. Embedded derivatives are measured at fair value with
changes in fair value recognised in the statement of profit or loss.
Reassessment only occurs if there is either a change in the terms
of the contract that significantly modifies the cash flows that
would otherwise be required or a reclassification of a financial
asset out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The financial
asset host together with the embedded derivative is required to
be classified in its entirety as a financial asset at fair value through
profit or loss.

Investments and other financial assets (policies under
HKAS 39 applicable before 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss and loans and
receivables, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. When financial assets
are recognised initially, they are measured at fair value, plus
transaction costs that are attributable to the acquisition of the
financial assets, except in the case of financial assets recorded at
fair value through profit or loss.

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

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies under
HKAS 39 applicable before 1 January 2018) (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in other income and gains in the statement of profit
or loss. The loss arising from impairment is recognised in the
statement of profit or loss in finance costs for loans and in other
expenses for receivables.

Derecognition of financial assets (policies under HKFRS 9
applicable from 1 January 2018 and policies under HKAS 39
applicable before 1 January 2018)

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group's consolidated statement of
financial position) when:

the rights to receive cash flows from the asset have
expired; or

the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risk and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that
the Group has retained.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets (policies under HKFRS 9
applicable from 1 January 2018 and policies under HKAS 39
applicable before 1 January 2018) (continued)

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Impairment of financial assets (policies under HKFRS 9
applicable from 1 January 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss. ECLs
are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that
the Group expects to receive, discounted at an approximation of
the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has
been a significant increase in credit risk since initial recognition,
a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the
default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information.

For debt investments at fair value through other comprehensive
income, the Group applies the low credit risk simplification.
At each reporting date, the Group evaluates whether the debt
investments are considered to have low credit risk using all
reasonable and supportable information that is available without
undue cost or effort. In making that evaluation, the Group
reassesses the external credit ratings of the debt investments. In
addition, the Group considers that there has been a significant
increase in credit risk when contractual payments are more than
30 days past due.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2018
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (policies under HKFRS 9
applicable from 1 January 2018) (continued)

General approach (continued)

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the
Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is
unlikely to receive the outstanding contractual amounts in full
before taking into account any credit enhancements held by the
Group. A financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to
impairment under the general approach and they are classified
within the following stages for measurement of ECls except for
trade receivables which apply the simplified approach as detailed
below.

Financial instruments for which credit risk has not
increased significantly since initial recognition and
for which the loss allowance is measured at an
amount equal to 12-month ECLs

Stage 1 =

Financial instruments for which credit risk has
increased significantly since initial recognition but
that are not credit-impaired financial assets and
for which the loss allowance is measured at an
amount equal to lifetime ECLs

Stage2 -

Stage3 - Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to

lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient
of not adjusting the effect of a significant financing component,
the Group applies the simplified approach in calculating ECLs.
Under the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. The Group has established
a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (policies under HKFRS 39
applicable before 1 January 2018)

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have
an impact on the estimated future cash flows of the financial asset
or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a debtor or
a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Group determines
that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate
computed at initial recognition).
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2018
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (policies under HKFRS 39
applicable before 1 January 2018) (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the use of
an allowance account and the loss is recognised in the statement
of profit or loss. Interest income continues to be accrued on
the reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or
has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting
the allowance account. If a write-off is later recovered, the
recovery is credited to other expenses in the statement of profit or
loss.

Financial liabilities (policies under HKFRS 9 applicable
from 1 January 2018 and policies under HKAS 39 applicable
before 1 January 2018)

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in
an effective hedge as appropriate.

All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings and payables, net of directly
attributable transaction costs.

The Group's financial liabilities include trade and other payables,
derivative financial instruments and interest-bearing bank
borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on
their classification as follows:
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities at fair value through profit or loss
(policies under HKFRS 9 applicable from 1 January 2018)

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit
or loss.

Financial liabilities are classified as held for trading if they are
incurred for the purpose of repurchasing in the near term. This
category also includes derivative financial instruments entered
into by the Group that are not designated as hedging instruments
in hedge relationships as defined by HKFRS 9. Separated
embedded derivatives are also classified as held for trading
unless they are designated as effective hedging instruments.
Gains or losses on liabilities held for trading are recognised in
the statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not include any
interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair
value through profit or loss are designated at the initial date of
recognition, and only if the criteria in HKFRS 9 are satisfied. Gains
or losses on liabilities designated at fair value through profit or
loss are recognised in the statement of profit or loss, except for the
gains or losses arising from the Group'’s own credit risk which are
presented in other comprehensive income with no subsequent
reclassification to the statement of profit or loss. The net fair value
gain or loss recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit
or loss.

Financial liabilities are classified as held for trading if they are
acquired for the purpose of repurchasing in the near term. This
category includes derivative financial instruments entered into
by the Group that are not designated as hedging instruments in
hedge relationships as defined by HKAS 39. Separated embedded
derivatives are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or losses on
liabilities held for trading are recognised in the statement of profit
or loss. The net fair value gain or loss recognised in the statement
of profit or loss does not include any interest charged on these
financial liabilities.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2018
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities at fair value through profit or loss
(policies under HKFRS 9 applicable from 1 January 2018)
(continued)

Financial liabilities designated upon initial recognition as at fair
value through profit or loss are designated at the date of initial
recognition and only if the criteria in HKAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains and
losses are recognised in the statement of profit or loss when
the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in the statement of profit
or loss.

Derecognition of financial liabilities (policies under
HKFRS 9 applicable from 1 January 2018 and policies under
HKAS 39 applicable before 1 January 2018)

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between
the respective carrying amounts is recognised in the statement of
profit or loss.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Offsetting of financial instruments (policies under HKFRS 9
applicable from 1 January 2018 and policies under HKAS 39
applicable before 1 January 2018)

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.

Derivative financial instruments and hedge accounting
(policies under HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1 January 2018)

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as interest
rate swaps, to hedge its interest rate risk. Such derivative financial
instruments are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets when
the fair value is positive and as liabilities when the fair value is
negative.

Any gains or losses arising from changes in fair value of derivatives
are taken directly to the statement of profit or loss, except for the
effective portion of cash flow hedges, which is recognised in other
comprehensive income and later reclassified to profit or loss when
the hedged item affects profit or loss.

For the purpose of hedge accounting, hedges are classified as:

fair value hedges when hedging the exposure to changes
in the fair value of a recognised asset or liability or an
unrecognised firm commitment; or

cash flow hedges when hedging the exposure to
variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or liability
or a highly probable forecast transaction, or a foreign
currency risk in an unrecognised firm commitment; or

hedges of a net investment in a foreign operation.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative financial instruments and hedge accounting
(policies under HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1 January 2018)
(continued)

Initial recognition and subsequent measurement (continued)

At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which the
Group wishes to apply hedge accounting, the risk management
objective and its strategy for undertaking the hedge.

Before 1 January 2018, the documentation included identification
of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the Group assessed the
hedging instrument’s effectiveness of changes in the hedging
instrument’s fair value in offsetting the exposure to changes in
the hedged item'’s fair value or cash flows attributable to the
hedged risk. Such hedges were expected to be highly effective in
achieving offsetting changes in fair value or cash flows and were
assessed on an ongoing basis to determine that they actually have
been highly effective throughout the financial reporting periods
for which they were designated.

Starting from 1 January 2018, the documentation includes
identification of the hedging instrument, the hedged item,
the nature of the risk being hedged and how the Group will
assess whether the hedging relationship meets the hedge
effectiveness requirements (including the analysis of sources of
hedge ineffectiveness and how the hedge ratio is determined). A
hedging relationship qualifies for hedge accounting if it meets all
of the following effectiveness requirements:

There is “an economic relationship” between the hedged
item and the hedging instrument.

The effect of credit risk does not “"dominate the value
changes” that result from that economic relationship.

The hedge ratio of the hedging relationship is the same
as that resulting from the quantity of the hedged item
that the Group actually hedges and the quantity of the
hedging instrument that the Group actually uses to hedge
that quantity of hedged item.

Hedges which meet all the qualifying criteria for hedge
accounting are accounted for as follows:
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative financial instruments and hedge accounting
(policies under HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1 January 2018)
(continued)

Cash flow hedges

The effective portion of the gain or loss on the hedging
instrument is recognised directly in other comprehensive income
in the cash flow hedge reserve, while any ineffective portion is
recognised immediately in the statement of profit or loss. The
cash flow hedge reserve is adjusted to the lower of the cumulative
gain or loss on the hedging instrument and the cumulative
change in fair value of the hedged item.

The amounts accumulated in other comprehensive income are
accounted for, depending on the nature of the underlying hedged
transaction. If the hedged transaction subsequently results in the
recognition of a non-financial item, the amount accumulated in
equity is removed from the separate component of equity and
included in the initial cost or other carrying amount of the hedged
asset or liability. This is not a reclassification adjustment and will
not be recognised in other comprehensive income for the period.
This also applies where the hedged forecast transaction of a non-
financial asset or non-financial liability subsequently becomes a
firm commitment to which fair value hedge accounting is applied.

For any other cash flow hedges, the amount accumulated in other
comprehensive income is reclassified to the statement of profit or
loss as a reclassification adjustment in the same period or periods
during which the hedged cash flows affect the statement of profit
or loss.

If cash flow hedge accounting is discontinued, the amount
that has been accumulated in other comprehensive income
must remain in accumulated other comprehensive income
if the hedged future cash flows are still expected to occur.
Otherwise, the amount will be immediately reclassified to the
statement of profit or loss as a reclassification adjustment. After
the discontinuation, once the hedged cash flow occurs, any
amount remaining in accumulated other comprehensive income
is accounted for depending on the nature of the underlying
transaction as described above.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.4

T e P

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative financial instruments and hedge accounting
(policies under HKFRS 9 applicable from 1 January 2018 and
HKAS 39 applicable before 1 January 2018)

(continued)

Current versus non-current classification

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current or
separated into current and non-current portions based on an
assessment of the facts and circumstances (i.e., the underlying
contracted cash flows).

Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge accounting)
for a period beyond 12 months after the end of the
reporting period, the derivative is classified as non-current
(or separated into current and non-current portions)
consistently with the classification of the underlying item.

Embedded derivatives that are not closely related to the
host contract are classified consistently with the cash
flows of the host contract.

Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistently
with the classification of the underlying hedged item. The
derivative instruments are separated into current portions
and non-current portions only if a reliable allocation can
be made.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and, in the case of
work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in nature to
cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to
settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in finance
costs in the statement of profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking
into consideration interpretations and practices prevailing in the
countries in which the Group operates.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.4

T e P

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

in respect of taxable temporary differences associated
with investments in subsidiaries and associates, when
the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against
which the deductible temporary differences, the carryforward of
unused tax credits and unused tax losses can be utilised, except:

when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

in respect of deductible temporary differences associated
with investments in subsidiaries and associates, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of
each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only
if the Group has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be
settled or recovered.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (applicable from 1 January 2018)

Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at
an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to
the customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a
significant revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty with
the variable consideration is subsequently resolved.

When the contract contains a financing component which
provides the customer a significant benefit of financing the
transfer of goods or services to the customer for more than one
year, revenue is measured at the present value of the amount
receivable, discounted using the discount rate that would be
reflected in a separate financing transaction between the Group
and the customer at contract inception. When the contract
contains a financing component which provides the Group a
significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense
accreted on the contract liability under the effective interest
method. For a contract where the period between the payment
by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted
for the effects of a significant financing component, using the
practical expedient in HKFRS 15.

The hotel operation of the Group is subject to HKFRS 15, including
rendering of accommodation services, catering services, travel
agency services and laundry services, each deemed as a separate
performance obligation. Such performance obligation is satisfied
over time as the service is rendered and revenue is recognised
accordingly. Payment is generally due within 30 days upon
completion of the service.

Revenue from other sources
Rental income is recognised on a time proportion basis over the
lease terms.

1 14 Kai Yuan Holdings Limited | Annual Report 2018

2.4

FESHBRBEG)

haER(A-E2-N\F—-A—REE
A)

EPE#W
BEPANKBEREMHRIRTS 2 125
EBRTEPE  RERRAKERE
MEY LR MAHBRREMEZ
RESBTAER -

EANNRERSTESEE  FEEf
AAREEEREMARE TEFMA
HARERAGZRESR - JEK
BERAHNFAEE TG XeX3
R BEEAEREZMEBENET T
HERFUBR ERIABAWREER
PAARATBE IR AR W s B BT R B LE -

WENEERERD  EREPEMH
Be-—FERBSREMXRGTER
ZERBEMD - ARENEOREA
RiZERKESHEZBREFE  UEAN
SEEEFPHZBUBER DT RBR
ZHBEEER - WANAEERAE
BiREBE—FZEAREND 2B
Bt IEGHOTHERZWSEERE
REBEREMNEZZENAEMAEZFE
X - REPNREEEMAZEY
IR ZHBEIR/—FHUA T 2EHM
5 ARNERBEEMBREERFES
HZATRERENE  XHEBT
ERBABMERMN T EELRE

AEBZBAEREEFAFTETEN
EHMEEBE ISR RTE - BIERE
FERS - BRRS ~ IRITHERE R
WERIRTS - B IERBH R EB LD
BHEMRX EHEBHETSREERHE
BRERAEBIREREMERT I
A mMBEERRZE - BRZE—BR
TR &30H REH -

XK EE MR Wz
HEWARBEEBEEFHREHEL
DIFER -



2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (applicable from 1 January 2018)
(continued)

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.

Revenue recognition (applicable before 1 January 2018)

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(a) from the rendering of services:

hotel operation income is recognised upon the
provision of the services and the usage by guests
of the hotel facilities;

(b) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument to the net carrying
amount of the financial asset; and

(0) rental income, on a time proportion basis over the lease
terms.

Contract liabilities (applicable from 1 January 2018)

A contract liability is the obligation to transfer goods to a
customer for which the Group has received consideration (or an
amount of consideration is due) from the customer. If a customer
pays consideration before the Group transfers goods to the
customer, a contract liability is recognised when the payment
is made or the payment is due (whichever is earlier). Contract
liabilities are recognised as revenue when the Group performs
under the contract.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payments, whereby employees render
services as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for grants
is measured by reference to the fair value at the date at which they
are granted.

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in
equity, over the period in which the performance and/or service
conditions are fulfilled. The cumulative expense recognised for
equity-settled transactions at the end of each reporting period
until the vesting date reflects the extent to which the vesting
period has expired and the Group's best estimate of the number
of equity instruments that will ultimately vest. The charge or
credit to the statement of profit or loss for a period represents
the movement in the cumulative expense recognised as at the
beginning and end of that period.

Service and non-market performance conditions are not taken
into account when determining the grant date fair value of
awards, but the likelihood of the conditions being met is
assessed as part of the Group’s best estimate of the number of
equity instruments that will ultimately vest. Market performance
conditions are reflected within the grant date fair value. Any
other conditions attached to an award, but without an associated
service requirement, are considered to be non-vesting conditions.
Non-vesting conditions are reflected in the fair value of an award
and lead to an immediate expensing of an award unless there are
also service and/or performance conditions.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition
is satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial
to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the cancelled
and new awards are treated as if they were a modification of the
original award, as described in the previous paragraph.

If the outstanding options have dilutive effect, such effect will
be reflected as additional share dilution in the computation of
earnings per share.

Other employee benefits

Pension scheme

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
employees. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the statement
of profit or loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group's employer contributions vest fully
with the employees when contributed into the MPF Scheme.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.4

T e P

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Other employee benefits (continued)

Pension scheme (continued)

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of their payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as
they become payable in accordance with the rules of the central
pension scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets. The capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment
of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised. All other
borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

Dividends
Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.
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2.4

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using
that functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of
the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency rates
of exchange ruling at the end of the reporting period. Differences
arising on settlement of translation of monetary items are
recognised in the statement of profit or loss.

Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss with the
exceptions of monetary items that are designated as part of the
hedge of the Group’s net investment of a foreign operation. These
are recognised in other comprehensive income until the net
investment is disposed of, at which time the cumulative amount
is reclassified to the statement of profit or loss. Tax charges and
credits attributable to exchange differences on those monetary
items are also recorded in other comprehensive income.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was measured.
The gain or loss arising on translation of a non-monetary item
measured at fair value is treated in line with the recognition of
the gain or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is recognised
in other comprehensive income or profit or loss is also recognised
in other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the
related asset, expense or income on the derecognition of a non-
monetary asset or non-monetary liability relating to an advance
consideration, the date of initial transaction is the date on which
the Group initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration. If
there are multiple payments or receipts in advance, the Group
determines the transaction date for each payment or receipt of
the advance consideration.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

2.4

T e P

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain subsidiaries of the Group are
currencies other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into Hong Kong dollars at the exchange rates prevailing
at the end of the reporting period and their statements of profit or
loss are translated into the presentation currency at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.

Any goodwill arising on the acquisition of a foreign operation and
any fair value adjustments to the carrying amounts of assets and
liabilities arising on acquisition are treated as assets and liabilities
of the foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows,
the cash flows of the Mainland China and overseas subsidiaries
are translated into Hong Kong dollars at the weighted average
exchange rates for the year of the cash flows. Frequently recurring
cash flows of the Mainland China and overseas subsidiaries
throughout the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group's financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS AND

ESTIMATES (continued)

Judgements

In the process of applying the Group's accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Lease classification — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based
on an evaluation of the terms and conditions of the arrangements,
that it retains all the significant risks and rewards of ownership of
these properties which are leased out on operating leases.

Classification between investment properties and owner-occupied
properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making that
judgement. Investment property is a property held to earn rentals
or for capital appreciation or both. Therefore, the Group considers
whether a property generates cash flows largely independently
of the other assets held by the Group. Some properties comprise
a portion that is held to earn rentals or for capital appreciation
and another portion that is held for use in the production or
supply of goods or services or for administrative purposes. If these
portions could be sold separately or leased out separately under
a finance lease, the Group accounts for the portions separately.
If the portions could not be sold separately, the property is
an investment property only if an insignificant portion is held
for use in the production or supply of goods or services or for
administrative purposes. Judgement is made on an individual
property basis to determine whether ancillary services are so
significant that a property does not qualify as an investment

property.

Estimation uncertainty
The key assumptions concerning the future and other key sources
of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year, are described below.
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—

3.

T e P

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Depreciation of items of property, plant and equipment
Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. Useful lives are
determined based on management’s past experience with similar
assets and estimated changes in technologies. If the estimated
useful lives changed significantly, adjustment of depreciation will
be provided in the future year. The carrying amount of property,
plant and equipment at 31 December 2018 was approximately
HK$2,914,691,000 (2017: approximately HK$3,601,397,000). More
details are given in note 15.

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Non-financial assets are tested for impairment
when there are indicators that the carrying amounts may not
be recoverable. An impairment exists when the carrying value
of an asset or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal
and its value in use. The Group involved external experts to
perform an impairment assessment on the French hotel property
with a carrying amount of HK$2,873,832,000 as at 31 December
2018 (2017: HK$3,041,180,000) based on an income approach
to estimate its fair value less costs of disposal. The assessment
is based on key assumptions, such as the average daily rate per
room, occupancy rate, discount rate, long-term growth rate and
terminal capitalisation rate.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant management
estimation is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning
strategies. The carrying value of deferred tax assets relating to
recognised tax losses at 31 December 2018 was HK$19,945,000
(2017: HK$24,595,000). The amount of unrecognised tax losses at
31 December 2018 was HK$192,208,000 (2017: HK$176,373,000).
Further details are contained in note 28 to the financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has two reportable
operating segments (2017: two) as follows:

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

(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
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
loss, which is a measure of adjusted profit/loss before tax from
continuing operations. The adjusted profit/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 expenses are excluded from such
measurement.
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018

HE—

4,

T e P

OPERATING SEGMENT INFORMATION (continued) 4, REIHER(E
An analysis for the Group's revenue is as follows: $’$ IZH&/\’\TEZZDT
Hotel Money
Year ended 31 December 2018 operation lending Total
BE-_Z—\S+-A=+—HLEE B E & MEER st
HK$’000 HKS’000 HKS$’000
FET FET FET
Segment revenue (note 5) P EBUR S (HTEES)
Sales to external customers and  [AIANEF R P IEE KK B
revenue from continuing BEREER 2 W
operations 287,514 13,196 300,710
Segment results DEEE 5,105 12,082 17,187
Reconciliation: #ER -
Bank interest income AT EWA
Corporate and other unallocated AR REM KD EE XL
expenses 6,992
(22,831)
Profit before tax from continuing R ERFEKEEER 2
operations PR A& F 1,348
Hotel Money
Year ended 31 December 2017 operation lending Total
B2+ +-_A=+—HBILEE B JE 4 I ES w5t
HKS'000 HKS'000 HKS$000
FET FHET FET
(Re-presented) (Re-presented)
(E#H) (E#H)
Segment revenue (note 5) 2R (HfEES)
Sales to external customers and  TAI9MNEEE P HEE R H
revenue from continuing FEICEFETS 2 Wi
operations 258,147 2,823 260,970
Segment results DERELE (8,902) 2,281 (6,621)
Reconciliation: #ER -
Bank interest income fﬁﬁﬂ g 2,335
Corporate and other unallocated A& M H MR EFHX
expenses (21,834)
Loss before tax from continuing REFELEEB 2
operations FRELRIES 1R (26,120)
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OPERATING SEGMENT INFORMATION (continued)

Geographical information
(a) Revenue from external customers

NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

REDMER (@)
B E R
()  HKESIEESZHE

2018 2017

—E-N\E —E—+tF

HK$’000 HKS'000

FET FEIT

(Re-presented)

(E#H)

France EE 287,514 258,147
Hong Kong B 13,196 2,823
300,710 260,970

The revenue information of continuing operations above

is based on the locations of the customers.

(b) Non-current assets

L RS T 2 S AR
TRIEEF SIS -

b) FRBEE

2018 2017

—E-N\F —E—+tF

HK$’000 HKS'000

FET FEIT

(Re-presented)

(B#H)

France el 2,873,832 3,041,180
Mainland China A B K RE 41,234 45,450
Hong Kong &5 51 28
2,915,117 3,086,658

The non-current asset information from continuing
operations above is based on the locations of the assets

and excludes an equity investment designated at fair value

through other comprehensive income and deferred tax

assets.

Information about major customers

No revenue from transaction with a single customer amounted
to 10% or more of the Group's total revenue for the year ended
31 December 2018. Revenue of approximately HK$55,508,000,
accounting for 21.3% of the Group’s revenue was derived from a
single customer for the year ended 31 December 2017.
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

5. REVENUE, OTHER INCOME AND GAINS 5. W& HttA Rz
An analysis of revenue, other income and gains from continuing KEFELLSER W - g A
operations is as follows: R AT -
2018 2017
—E-N\EF —E—+tF
HKS’000 HKS'000
FETT FET
(Re-presented)
()
Revenue from contracts with customers ZEF&HUH
Rendering of services MRS 287,514 258,147
Revenue from other sources R B HA R 2 Wi
Interest income Fa YA 13,196 2,823
300,710 260,970
Other income Hug A
Rental income el A 2,046 1,333
Bank interest income SRITF B WA 6,992 2,335
9,038 3,668
Gains I &
Business interruption compensation Eita] 5,823 -
Foreign exchange gains B 5, U 25 o 392
Others Hi 12 127
5,835 519
14,873 4,187
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NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

REVENUE, OTHER INCOME AND GAINS (continued) 5. & - Hitb A RWE (8)
With the adoption of HKFRS 15 from 1 January 2018, the ERBE T - N\F—-—H—BRBRERXS
disaggregation of the Group’s revenue from contracts with B BEREERE IS REEZS
customers, including rendering of services mentioned above, for —N\F+_A=+—BItFE - ZrKE
the year ended 31 December 2018 is as follows: BrREFPAEONWE (B LMEMES
BB -
2018
—E-N\F
HK$’000
FET
Type of services PRisHER
Rendering of accommodation services IR TE RTE 231,034
Rendering of catering services RIEE AR 52,798
Rendering of travel agency services PR IRTT AL AR TS 2,009
Rendering of laundry services REERIRTE 1,673
Total revenue from contracts with customers EFEEHNEHRE 287,514
Geographical markets HE TS
France and total revenue from contracts with customers SEB KRB P& 4B 5 287,514
Timing of revenue recognition i 228 T 5
Services transferred over time and total revenue from BREE—BFRERNERLEEEY 287,514
contracts with customers Wz 4858
Total revenue from contracts with customers can be directly EEAASETE N EHY 4T E 2
reconciled to the segment revenue of hotel operation disclosed in BELE D EINEE T HAR -
note 4.
OTHER EXPENSES 6. HfifAx

An analysis of other expenses from continuing operations is as

KEFBELLEEH 2 AW D0

follows: =
2018 2017
—E-N\F e
HK$’000 HKS$000
FHETT FEIT
Foreign exchange losses bE 3 518 453 S
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BTSRRI RE

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

7.

FINANCE COSTS 7. MEHRK
2018 2017
—E-N\F —F—+tF
HK$’000 HKS$000
FHET FET
(Re-presented)
(ER)
Interest on bank borrowings RITEEFIE 35,714 34,580
Fair value losses, net: AT EREFE
Cash flow hedges WE L
(transfer from equity) (e ER) 13,632 12,967
49,346 47,547
PROFIT/(LOSS) BEFORE TAX FROM CONTINUING 8. XREIZFELSEEL ZBRBiA
OPERATIONS BR,(E518)
The Group's profit/(loss) before tax from continuing operations is AEBEROBESLER 2GR G
arrived at after charging/(crediting): (&) D& (FTA) AT IE
B :
2018 2017
—E-N\F —FE—+tF
Notes HK$’000 HKS'000
HtaF FHET FEIT
(Re-presented)
(ER)
Cost of hotel operation B A8 2 PR 184,351 165,090
Depreciation e 38,719 37,586
Amortisation of intangible assets B A EEH 16 135 66
Minimum lease payments under KEHEE THRE
operating leases: HERK -
Buildings BF 1,626 1,619
Auditor’s remuneration % ERRD BN 5 2,124 2,309
Wages, salaries and other benefits TE - FekHEMmEH
(including directors’ and (BIEEEHIN R
chief executive’s remuneration FETHA B H B
(note 9)) (Hiz9)) 11,327 11,743
Foreign exchange difference, net M H 2= R RE 56 453 (392)
Fair value losses, net: N EREFE
Cash flow hedges REMEE
(transfer from equity) (B EER) 13,632 12,967
Bank interest income HRITHEWA (6,992) (2,335)
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NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

DIRECTORS' AND CHIEF EXECUTIVE’S 9. EERFIETHAEHM
REMUNERATION

Directors’ and chief executive’'s remuneration for the year, BEFTTHRIEEE(CRIIEH)
disclosed pursuant to the Listing Rules, Section 383(1) (a), (b), (c) £383(1)@) * (b) * (QORMOIER(CAT
and (f) of the Hong Kong Companies Ordinance and Part 2 of the BEEEFZERBAHDE2 I E S E
Companies (Disclosure of information about Benefits of Directors) ERFETHRABFAFHFHAOT ¢

Regulation, is as follows:

2018 2017

—E-N\F —F—tF

HK$’000 HK$'000

FET T

Fees we 2,824 1,000

Other emoluments: HAth i -

Salaries, allowance and benefits in kind e RMEREDAR 4,290 4,290

Performance related bonuses HLFRIDENMG 2 TEAT 1,390 990

Equity-settled share option expense IS e 4 B BE S A B S - 2,054

Pension scheme contributions RIKEFT BN 36 36

5,716 7,370

8,540 8,370
In the prior year, certain directors were granted share options, REEE AR AREFEETAAE
in respect of their services to the Group, under the share option B H 2 R MBI IR 2 M
scheme of the Company, further details of which are set out in WEEDERRE - —FEEH A
note 30 to the financial statements. The fair value of such options, BHERMET0  BEAERE AFEE
which has been recognised in the statement of profit or loss over (REEEBHEARECERRER )RELY
the vesting period, was determined as at the date of grant and HEE T MABRAEEBHMBHREEXR
the amount included in the financial statements for the current SHEN LM ESERLRTFETHAEZ

year is included in the above directors' and chief executive’s I E LR o

remuneration disclosures.
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NOTES TO THE FINANCIAL STATEMENTS
MR AR BT EE

For the year ended 31 December 2018
HE-_Z—\FE+-A=+—HLLEE

9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EBRIETHAEHFME)
REMUNERATION (continued)
Executive directors, independent non-executive directors HTESES BAFHTEETRFTEST
and the chief executive: BAE
Salaries,
allowance
and benefits Performance Equity-settled Pension
in kind related share option scheme
E bonuses expense contributions Total
2018 Fees BHR HERBHENZ RELE EHKE remuneration
—E-N\F ne BRI A BRERX BE L BT Ft
HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$’000
FHET FET FET FE FHET FET
Executive directors:
WIES:
Dr. Li Zhigiang
FEEET
(appointed on 12 June 2018)
(RZE-NFXA+=H
BZA)
Mr. Xue Jian*
[Etyta
Mr. Law Wing Chi, Stephen
BXELE

Independent non-executive
directors:
BUFFMITES
Mr. Tam Sun Wing
BMREE
Mr.Ng Ge Bun
Mr. He Yi
BUEAE
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For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERIETHAEFMHM)
REMUNERATION (continued)
Executive directors, independent non-executive directors HITES  BIUFHTEERIET
and the chief executive: (continued) BAE . (&)
Salaries,
allowance
and benefits ~ Performance  Equity-settled Pension
in kind related share option scheme
e bonuses expense  contributions Total
2017 Fees EE R HERBEHH LS EIRE  remuneration
—E—+F ik B ZIH ERERY FHEIRK HiNzEE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
FHT FHT FHT FAT FET FET

Executive directors:

WTES
Mr. Xue Jian*
g 200 2,600 600 1,905 18 5323
Mr. Law Wing Chi, Stephen
BKELE 200 1,690 390 149 18 2447
400 4,290 990 2,054 36 7,770
Independent non-executive
directors:
BUFRTES
Mr. Tam Sun Wing
EBIERE 200 - = - _ 200
Mr. Ng Ge Bun
REWFRE 200 - - - - 200
Mr. He Vi
BUg4E 200 - - - - 200
600 Z - - N 600
1,000 4,290 990 2,054 36 8,370
J Mr. Xue Jian is the chief executive officer of the Company. * B2 AR AN RIITERARE -
There was no arrangement under which a director waived or FARBENERESHEXREN
agreed to waive any remuneration during the year. EEAMe s 25 -
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For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

10. FIVE HIGHEST PAID EMPLOYEES 10.
The five highest paid employees during the year included two
directors (2017: two directors), details of whose remuneration are
set out in note 9 above. Details of the remuneration for the year
of the remaining three (2017: three) highest paid employees who
are neither a director nor chief executive of the Company are as

LEmEEHHES

FRNIERSFMNEEREREES
“EEFMBER)  BEZM
THBER EXME - FRBTI=H
TE—LF ZR)RFARTES
MIFEETBTBABZERSFMER 2

follows: BT
2018 2017
—E-NF —E—+F
HK$’000 HKS'000
FET FHEIT
Salaries, allowances and benefits in kind e REREWA & 2,190 2,233
Performance related bonuses ER SR IR BN TE4T 344 350
Equity-settled share option expense 5 e 4 5 B S A ) St - 104
Pension scheme contributions RIREFTEIHR 50 63
2,584 2,750

The number of non-director and non-chief executive highest paid
employees whose remuneration fell within the following bands is

FHNFUTEEZBEFEENIEE
ETBRABRSFMEE 2 ABWT

as follows:
Number of employees
EEAH"
2018 2017
—E-N\F T —tF
Nil to HK$1,000,000 % 1,000,000% 7T 2 2
HK$1,000,001 to HK$1,500,000 1,000,001 7T 2 1,500,000/ 7T 1 1

In the prior year, share options were granted to three
non-directors and non-chief executive highest paid employees in
respect of their services to the Group, further details of which are
included in the disclosures in note 30 to the financial statements.
The fair value of such options, which has been recognised in
the statement of profit or loss over the vesting period, was
determined as at the date of grant and the amount included in the
financial statements for the current year is included in the above
non-director and non-chief executive highest paid employees'
remuneration disclosures.
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11.

NOTES TO THE FINANCIAL STATEMENTS

INCOME TAX

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 year ended 31 December 2018, the
Group has nominated Kai Yuan Capital Limited to benefit from the
lower tax rate. During the year ended 31 December 2017, 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 PRC current income tax was based on the
statutory rate of 25% (2017: 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.

The provision of French current income tax was based on the rate
of 28% for the estimated assessable profits within EUR500,000
(inclusive) and 33.33% for those above EUR500,000 (2017: 33.33%)
of the estimated assessable profits arising during the year. The
following tax rates are effective from 1 January 2018 in France:

For year 2018 28% for the estimated assessable profits
within EUR500,000 (inclusive) and
33.33% for those above EUR500,000

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

For year 2020 28%

For year 2021 26.5%

For year 2022 and 25%

afterwards

The provision of Luxembourg’s current income tax is based on the
rate of 29.22% (2017: 29.22%) of the estimated assessable profits
arising during the year.

11.

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

gt

BB 15 B IR 15 B R 5 E R
& o 1% 12,000,000 7T % F 2 F 15
BB R TR ZES25% (BN IE % MERH
EH50%) © MR %S 2R AG#E
BIZER R 16 5% HTIE - SHh¥E
EE IRE—ROEZE ERSER
R -RBE_ZT—\F+-_A=+—
BIEFE  A£ECRAHARRES
RABZERERE - RBE=_ZF—
+tFE+_A=Z+—HLEFE ££H
BT ECEEERESSHITMMGE
STERBEF - MU AL BT EED
FiltiRE o

PR SR BEE TR E B R
B A PE 2 M B A B FE SR RS AR E
FRE50( —F—+4F : 25%):5tiE - B
BHREIRBNR TN \F—HA—H
ERZHRBEMBRIAEBERH
BANRARBIMET -

ERREBAERBREFANELE 2 HE
JE &R B4 i ) 322 28% (0 f =1 & 3% 75 0%
FI7E 500,000 28 (BIEULE) 2 A) &
33.33% (&n{d 5T F& SR B )% 1B #8.500,000
BRZZR)( T — -+ 1 3333%) 8 K&
#He THBHEE-_E—NFE—A—H
HEFESRBIAE K ¢

—E—)\FE 28% (W05 E R B
s 1 #E 500,000 &1 28
(BREEBOZA) R
33.33% (a0 5+ FE =R
i3 FI#B38500,000EK
)

—TE-NEFE 28%(WIHEERR
A #£ 500,000 2 (B2
BB 2A) B31%
(an 1l 51 8 SR B R 7
#83B500,00087 & )

ZETFE 28%

ZEZ—FE 265%

B FE 25%

ok A1

EREHMEHBEFREL 2
SR EOR IR K222 (ZF—+
£ 1 29000 ) B ©
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RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

11. INCOME TAX (continued) 11.
The major components of income tax expense/(credit) for the
years ended 31 December 2018 and 2017 are as follows:

RrEBi (@)
BHE-_Z2—/\FE=-_Z—+tF+=HA
“t+—HLFEMESHBL(EE)
ZEEIHWT

2018 2017

—EB-N\F —EB—+F

HKS’000 HKS$000

FET FET

(Re-presented)

(E#)

Current income tax — Hong Kong BVERFRS T — B8 1,092 =
Current income tax — France* ENERFT 1S A — KB * 1,165 =
Current income tax — Luxembourg BUVERFT IS8 — E R E 59 24
Deferred (note 28) IRIE (ff5E28) (1,195) (28,418)
Income tax expense/(credit) for the year FAAEHRAS(ER) 1,121 (28,394)

For subsidiaries in France, the ceiling of utilising tax losses is
EUR1,000,000 plus 50% of the estimated assessable profits
exceeding EUR1,000,000 each year. The portion over the ceiling
for the year ended 31 December 2018 gave rise to the current
income tax expense of HK$1,165,000 (2017: Nil).

A reconciliation of the tax expense/(credit) applicable to profit/
(loss) before tax from continuing operations at the statutory rates
for the jurisdictions in which the Company and its subsidiaries are
domiciled to the tax expense/(credit) at the effective tax rates, and
a reconciliation of the applicable rates (i.e., the statutory tax rates)
to the effective tax rates are as follows:
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NOTES TO THE FINANCIAL STATEMENTS
PR AR BT EE

For the year ended 31 December 2018
HE-_Z-N\E+-_A=+—HILFE

11.  INCOME TAX (continued) 1. k@
2018 Mainland China Hong Kong France Luxembourg Others Total
RNE REIRE B 8 E5E it it
HKS'000 %  HKS'000 %  HK$'000 %  HKS'000 %  HKS'000 %  HKS'000 %
i Fiér i Fir Fir Fiér

Profit/{loss) before tax from - K EHELE
continuing operations ~~ £85 7%
)y

(B

Taxat the statutory REEHENE

income tax rate HEZHH
Lowertaxrate enacted by EHEBTER

local authority ZEfERE
Brpenses not deductible A%

fortax
Income not subject totax ~ EZHBHMA
Taclosses utiised fom ~ EFR B/ SR
previous periods HEER
Taxlosses ot recognised ~ RERRBSIE
Minimum corporate SECEAHER
income tax

Taccharge/(credi) atthe  RAEEER
Groupseffectiverate  HiE:EYZ
BERR/

(£%)
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For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

11. INCOME TAX (continued) 1. %@
017 Mainland China Hong Kong France Luxembourg Others Total
“E-tF hEAE (3 il ERE Efpo 3
HKS 000 % HKSO00 % HKS000 % HKS000 % HKS000 % HKS000 %
A1 FAT AT T Fér Fér
(Lossyprofit before taxfom ~ KB ERSE
continuing operations 2 ITA
(Bi8)/ &M (885) 120757 (24703) (121,265) (M) (26,120)
Taxat the statutory RETHEHE
income tax ate BEMATES @) B0 1995 165 B3 B3 OB589 M2 - N v T
Expenses not deductible R
fortax - - 2 - 5920 (240) 35434 (292) - - 4135 (1583)
Income not subject fotax ~ EZE&RMA = - Bu (192 = = = = = - B 86
Talosses ot recognised ~ REEZFBEE 2 50 3 217 - - - - - -3 (13
Hfectondeferedtaxof ~ RETHBHEL
decrease in rate %RIEZ%% - - - - (26,104) 1057 - - - = (26,104) 999
Minimum corporate SECEAEH
income tax = = = = = = i = = - U ()]
Tax(cedi)/charge atthe  RAZEEHE
Group's effective rate fikitEy
HiEe)/
B - - - - (28419) 1150 1 - = - (839 108.7
0) Others represent the results of certain subsidiaries which are (i) HEiETHBRAR(RERERK

tax-exempted companies incorporated in Bermuda and the

British Virgin Islands.

1 36 Kai Yuan Holdings Limited | Annual Report 2018

BHEBREEEMK S ZER R
EEUNCIDA S i



12.

NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

DISCONTINUED OPERATION 12. BERLER

On 13 April 2018, the Company entered into an agreement RZE—NFEOA+=H  KAQAFE]
to dispose of the entire issued shares of Leading Prospect Sk i Leading Prospect Limited
Limited (the “Target”) and a shareholder’s loan owing by the (TBEEAR]) 2B BTRMNUKEE
Target and its subsidiaries (the “Target Group”) to the Company ZNRIEEMBARI([BEER]) &
(the “Shareholder’s Loan”) to a third party, Ridge Avis Limited RARNBIZBREER(THREER]) T
(collectively referred to as the “Disposal”). — %28 = J7Ridge Avis Limited (478 [

EFE]) -

The Target Group is engaged in operation of hotel business in BEERARERERBIEER - B1Z
Hong Kong. Particulars of the Target Group are as follows: E@EERIMT :
Place of Issued and
incorporation fully paid-up
or registration/ share/ Percentage of issued share/
Name of Legal formof ~ principal place of registered registered capital attributable to Principal
subsidiary business operations capital the Company before the Disposal activities
BRI AvE
Faa 2ETR EITHESEA
ETE e/ BRBH/ KAREEBBIRG,/
WEARAE £S5 FRREME &R AMERRSL FEREK
Direct % Indirect %
B&% %
Leading Prospect Limited Corporation British Virgin UsS$100 100 - Investment holding
Islands/
Hong Kong
AR EEARR 100%7T REZMK
BB/ B8
A6 Limited Corporation Hong Kong/ HK$10,000 = 100 Owner of a hotel
Hong Kong property
A B/ BE 10,00077T EEMEREA
Hotel de EDGE Limited Corporation Hong Kong/ HK$100 - 100 Hotel operation
Hong Kong
7] BB/ BE 100787 EEGE
Hotel de EDGE Corporation Hong Kong/ HK$100 - 100  Hotel licence owner
Management Limited Hong Kong
N BE/BA 10078 7T BERREEA
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For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

12.

DISCONTINUED OPERATION (continued)
The Disposal was completed on 20 June 2018. The results of the
discontinued operation for the years are presented below:

12. BALEEBE)

HEFHEER -2 N\FRAZ-+H
TR BRIERBZFARE25M

T
2018 2017
—E-N\F —T—tF
HKS’000 HKS$000
FET FET
REVENUE Wz 14,159 28,961
Cost of sales SHE RN (6,866) (13,349)
Gross profit EF 7,293 15,612
Administrative expenses THAX (3,655) (8,892)
Finance costs BhE AR - (3,791)
Profit before tax from the REERIEEEZ
discontinued operation B 758 A1 5 ) 3,638 2,929
Income tax expense S HRAX (579) (523)
Profit after tax from the discontinued REBERIEERE 2 BRFE R
operation 3,059 2,406
Gain on disposal of subsidiaries (note 32) HENB ARz WA iE32) 335,570 =
Profit for the year from the REBRIEEB 2 FENET
discontinued operation 338,629 2,406

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

BRSEMELE 2R REFELT

2018 2017

—E-N\F —T—tF

HK$’000 HKS'000

FHET FE&T

Operating activities KR 4,704 10,519
Investing activities SEES (236) 128,964
Financing activities mEEH - (140,791)
Net cash inflows/(outflows) BERA R ) FEE 4,468 (1,308)
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12.

13.

14.

NOTES TO THE FINANCIAL STATEMENTS

DISCONTINUED OPERATION (continued)
Earnings per share amounts for the abovementioned
discontinued operation are stated below:

12.

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

BRIEERKE)
LRERILEB I EREFS
mE

Ll

2018 2017

—E-N\F —ZE—tF

Basic and diluted earnings per share from the REEREXEB I BRERR HK2.65 cents HK0.02 cents
discontinued operation BEET 2,658l 0.0278 41l

The calculation of basic and diluted earnings per share from the
discontinued operation is based on the profit attributable to
ordinary equity holders of the Company from the discontinued
operation and the weighted average number of ordinary shares
of 12,778,880,000 (2017: 12,778,880,000) in issue during the year.
The share option scheme disclosed in note 30 gives rise to an
anti-dilutive effect, which has been ignored in the calculation of
diluted earnings per share from the discontinued operation.

DIVIDENDS
The directors do not recommend the payment of any dividend in
respect of the year (2017: Nil).

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY
The calculation of the basic earnings per share amount is based on
the profit for the year attributable to ordinary equity holders of the
Company, and the weighted average number of 12,778,880,000
(2017:12,778,880,000) shares in issue during the year.

The calculation of the diluted earnings per share amount is based
on the profit for the year 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 year, as used in the basic 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
amounts presented for the years ended 31 December 2018 and
2017 in respect of a dilution as the impact of the share options had
an anti-dilutive effect on the basic earnings per share amounts
presented.

13.

14.

maa&m%&z&&gx&%%
BNOREAQAATBEDSZEAEA
FEMRRB R IEEB 2 FREF A
FFERNBBTEBRINEFHR
£712,778,880,000 % ( Tt F
12,778,880,0008% ) 5T & - HAAFEMIFE30
#%&%W%h%%%é%i&%%
FE WRHEREEREEB S
RESERFIRY EAETENR -

g=
ExY BN AFETARE(Z
T—+F E)-

RO EBEREEAELS
% 2 R
EREARZFNSHBIBREBEAR
%‘%ﬁAEﬁinﬂM&ima
AT IR (D hnE 35 B 88012,778,880,000

B (=T —+ 4 : 12,778,880,0000% ) 5t
Eo

i%ﬁ%ﬁﬂﬁﬁﬁﬁf$”
BakE AREFERNENFTE - 578
Ry P {E P 2 &l A N4 S 19 A B A wt
BEEREARBNEAERZFRAEH
ﬂa@h%ﬁ AR BEmEREE
BEYEZERRRE/TERER
A E B A AR 31T 2 AR N
BIREER -

VTEABE_T-N\EFR_T—+F
TZA=+T-HLEFEEZ2HZ2ER
EXBNeRELBERE  RES
BRECZEHEEZRZEREALXR
NeRELRBETE -
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For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

14. EARNINGS PER SHARE ATTRIBUTABLE TO 14.
ORDINARY EQUITY HOLDERS OF THE COMPANY
(continued)

The calculation of basic earnings per share is based on:

ARAEERERFAAEREE

BER ()

BREARN TR T IIREAE

2018 2017
—EB-N\F —EB—+F
HKS’000 HKS$000
FET FEIT
(Re-presented)
(E)
Earnings &R
Profit attributable to ordinary equity RAR LT RERFEA
holders of the Company FE(R R T
From continuing operations REAFELEES 227 2,274
From a discontinued operation KEDKRIEERS 338,629 2,406
Profit attributable to ordinary equity RATIERESFEAA
holders of the Company JEAE 5 A 338,856 4,680
2018 2017
—E-N\F —E—+fF
Shares ('000) B (FRR)
Weighted average number of ordinary shares FR{Es EFREARERF| 2
in issue during the year used in the basic FRE 7L AR
earnings per share calculation E R &L 12,778,880 12,778,880
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For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y¥  BERR®E
Hotel Leasehold Motor Officc  Construction
properties Buildings  improvements vehicles equipment  in progress Total
il BF HENEEE RE  HLTHRE EEIR it

HS 00 HS 0 0w S0 HSOD Hes 00 HS 0

T T T A1 A1 T T
Cost A
As at 31 December 2016 RE-7F+-A=1-H 3267572 55,397 19223 1552 3304 483 3353531
Additions AE 9773 - 269 - 136 595 10773
Transfers e 1,114 g E 5 5 (114 =
Disposals tE ‘ (4.804) - (44) - (613) - (5,463)
Exchange differences on trenslation 8 &4 7EN 28 416842 4419 = 434 16 % 1747
Asat 31 December 2017 R-E-+F+-A=1-H 3690497 59816 19448 7986 2841 - 3,780,588
Additions AE 5817 - 140 - 133 - 6,090
Disposal ofsubsiciares (note 32~ tHEMBAR Hits2) (525.63) s (17751 (3.557) (1,769) . (548.336)
Bichange differences on translation BEEE 7 EREE (143,074) (3059) () (300) (1 = (146,446)
sat 31 December 2018 RE-NETZA=1-8 30791 56,757 1835 4109 1,198 - 3091.8%
Accumulated depreciation ~ E347E
As at 31 December 2016 RZE-A"ETZA=1-H (81,655) (12004 (18.498) (6951) 273 = (121,840)
Charge for the year Eming (38373) (1922 (397 (57 (219 = (40967)
Disposals hE ) 4650 = 5 = 615 = 5200
Bichange differences on translation BEEE7EREE (13010) (1014 ) (404) (16) - (14446)
Asat 31 December 2017 RE-tE+ZA=1-H (12838) (14940) (1889) (7412 (2.351) - (17198
Charge for the year ERirE (38019) (1.971) (113) = (113) = (40216)
Disposal of subsiciaries (note )~ i EMBARH32) 1223 s 17174 3557 1310 = U275
Fxchange differences on trenslation B E% 7EH 28 6474 844 ) Pl 1 = 7601
sat 31 December 2018 RE-NETZA=1-8 (147617) (16067) (189) (3,589) (1,143) - (170323)
Impairment loss AERE
As at 31 December 2016 W ETA=t-H (6258) = 5 . E < (6258)
Bxchange differences on translation  BEZ 7 [EH £ (950) - - - - - (950)
As at 31 December 2017 RB—tET-A=1-A (708) - = S 5 3 (7208)
Fxchange differences on trenslation 8 EE 7ERZE 36 2 = 5 3 ) 3%
As at 31 December 2018 R-E-N\E+-A=1-R (6882) - - - - - (6882)
Net carrying amount RE%E
Asat 31 December 2018 RZE-NE+ZA=1-A 2873398 40690 6 544 5 - 2914691
Asat 31 December 2017 REE-+E+-A=1-A 3554901 44876 5% 574 490 5 3601397
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

15. PROPERTY, PLANT AND EQUIPMENT (continued) 15. Y% BERRE ()
The Group's land is included in hotel properties. The analysis of AKEBZ M ABEDER - i
land is stated as follows: 22T
Analysis of land: T AT
2018 2017
—E-N\F —T—tF
HK$’000 HKS$000
FHET FET
In Hong Kong, held on a lease expiring REHS - RIEBBS0FRERMZ
over 50 years HAEE - 420,334
In France, freehold AR - KA FERE 2,204,359 2,308,718
2,204,359 2,729,052
At 31 December 2018, certain of the Group's hotel properties with RZE—NF+-A=+—8 ' K&&
a net carrying amount of approximately HK$2,873,398,000 (2017: AR T JF (B #92,873,398,0008 7T (=&
approximately HK$3,040,597,000) were pledged to secure general —t4F : 493,040,597,000/8 L) 2 & F
banking facilities granted to the Group (note 27). BIEMEEEER ERAAEEER

—RRRTTRE 2 IR (Ha27) -
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NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

16. INTANGIBLE ASSETS 16. EILEE

Software
B4
HKS'000
T

Cost 24N
As at 1 January 2017 RZZFE—+F—H—H 515
Additions NE 205
Exchange differences on translation BREEECZERER 93
As at 31 December 2017 RZE—+tF+=-A=+—H 813
Exchange differences on translation BMEELVIER Z5 (36)
As at 31 December 2018 RZE—-N\F+ZA=+—H 777

Amortisation e
As at 1 January 2017 RZE—+F—H—H (138)
Provided for the year FARE (66)
Exchange differences on translation BMEESZERZH (26)
As at 31 December 2017 RZZF—+tF+=-HA=+—H (230)
Provided for the year FNEE (135)
Exchange differences on translation BMEEECZERER 14
As at 31 December 2018 RZE-N\F+_HA=+—H (351)

Net carrying amount REFEE

As at 31 December 2018 R=ZB-NF+=HA=+—H 426
As at 31 December 2017 RZE—+tF+=-A=+—H 583
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

17. EQUITY INVESTMENT DESIGNATED AT FAIR 17. BEERAFEFAEMZEK
VALUE THROUGH OTHER COMPREHENSIVE ARZBRERE
INCOME
2018 2017
—E-N\F —E—+F
HK$’000 HKS'000
FHET FET
Equity investment designated at fair value BEEAFEFAEM
through other comprehensive income FERAZRAEKE
Unlisted equity investments, at fair value ELETRAKE - L AFE
Beijing Chemical Reaction Engineering bR In R B A R 2 R ()
Science and Technology Co., Limited*(i) 24,779 -

The above equity investment was irrevocably designated at
fair value through other comprehensive income as the Group
considers the investment to be strategic in nature.

(i) Being equity interest in Beijing Chemical Reaction Engineering
Science & Technology Co., Limited, a PRC incorporated company

in the Mainland China (the “Investment”).

No dividend was received from the Investment during the Year
(31 December 2017: Nil).

FRBRARE S AR RE MR E AR
NFEFARMEERA - RERK
SERSARREBREEMEMLEE -

0] BIE eI R A R A ) (B
REFMARIZZHBERE) 2 B
(T%&E]D -

FR - TELZEERITMAEE
(ZZ—+F+-A=+—8: &) -

18. INVENTORIES 18. FE&
2018 2017
—ZE-N\EF —E—+F
HKS’000 HKS'000
FE FET
Food and beverages B Rk 978 1,102

*  For identification purposes only
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19.

NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

TRADE RECEIVABLES U BR K
2018 2017
—E-N\F —F—tF
HKS’000 HKS'000
FHT FHT
Trade receivables FEULBR FX 20,609 23,523

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.

An ageing analysis of trade receivables as at the end of the
reporting period, based on the invoice date and net of loss
allowance, is as follows:

BEKLERA—RURERERRX
e MKTHERETRARNEFPME -
REA-RAE—MBA LEBEAEER
SRk - AEEBENEUKRRE
BRAEAERRIEBEEERE
i o FEMRRIRIAL ET S ©

NERBEEER - LBHE A
H o BEREI(EHREERE) ZE
oM

2018 2017
—E-N\F —E—+tF

HKS’000 HKS000

FET FET

Within T month —{E A LA 7,129 16,937
1to 3 months —Z2={@A 13,430 6,534
Over 3 months —@AUE 50 52
20,609 23,523

Such receivables relate to a large number of diversified customers
for whom there was no recent history of default. Under HKAS 39,
no provision for impairment is necessary. With the adoption of
HKFRS 9 from 1 January 2018, the Group applies a simplified
approach in calculating ECLs. The ECL rate is considered to be
minimal based on historical credit loss experience and forward-
looking factor adjustment is insignificant. Therefore, there is still
no loss allowance for impairment under HKFRS 9.

BRRKERSIRREEF  MAR
EPOREEENLE REEZLE
FHERIFE395E - BAFLRERE -
BE-ZE-NF—A—BERNBFLEY
BamEERANEIRER - ARBERAML
BREDERFERHEESE - AR
BEFEBRER HAHEEBEX
WERBIEBRABNEE 2RE
ZHRABYAERXN - Bt REFEY
B EERESR - NABEELRE
ERBE -
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

20. LOANS RECEIVABLE 20. EWERK
2018 2017
—E-NF —E—+F
HKS’000 HKS'000
FHT FHT
Loans receivable EUE R 210,000 -

The Group's loans receivable, which arise from the money
lending business of providing mortgage loans in Hong Kong, are
denominated in Hong Kong dollars.

Loans receivable are secured by collateral providing by customers,
bear interest and are repayable within fixed terms agreed with the
customers.

With the adoption of HKFRS 9 from 1 January 2018, the Group
applies a general approach in calculating ECLs for loans
receivable. All loans receivable are never past due and classified
as Stage 1. As at 31 December 2018, the market value of collateral,
which management monitors on an ongoing basis, was higher
than the carrying amount of loans receivable with an adequate
safety buffer. Consequently, no allowance for ECLs is necessary
under HKFRS 9.
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AEBZRRERREBERBRHEE
BERZBMEEY - HIBTAE -

FBREFATPREHR 2EMmIEE
BT RETFHE BT FH

BiE -

Fil

B-E-N\F-A—HERNBFLEY
BmELEANEIRER - AREEA—K
RETERFERUERZAMEE
iR ARKERENRERS X
PRERE-—BER -R-E-NF+=
A=t—B ERR(EEEEERE
ER)zmESRERERZREE -
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B SRS ERIF T HAIE L IAHIE
EERERE -



NOTES TO THE FINANCIAL STATEMENTS

PREPAYMENTS, OTHER RECEIVABLES AND

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

ANFRE - HtEWRRER

OTHER ASSETS BHiEE
2018 2017
—E-N\F —E—+tF
HKS’000 HKS$000
FET FHEITL
Input tax of value added tax (AR 2 HETER 18 17,350 18,703
Deposits and other receivables Be Rk E A YRR 7,144 2,733
Prepayments FETRIE 2,039 1,902
Interest receivables FEWA B 533 =
27,066 23,338

The recoverability of deposits and other receivables was assessed
with reference to the credit status of the debtors, and the
expected credit loss as at 31 December 2018 is considered to be
minimal.

As at 31 December 2018, none of the deposits and other
receivables was either past due or impaired and there was no
history of default.

The Group's interest receivables, which arise from the money
lending business of providing mortgage loans in Hong Kong,
are denominated in Hong Kong dollars. Interest receivables
are secured by collateral provided by customers and repayable
with fixed terms agreed with the customers. Considering the
adequate safety buffer from the collateral mentioned in note 20,
no allowance for ECLs is necessary under HKFRS 9.

Be MEAMRUGRIE 2 WEHE T K2
ZEBAZEEBRMAME MR
E-NF+ZA=+—HZHEHEE
BRI SR RE

RZE—NE+_A=+—8 " tit
e & E b fE U I8 I 4 8 HE 3R
B MEENL -

AEEZRKAMERBETERMER
BERZBEXEY  HWBTAE -
FE U A B AT P 1Rt 2 B G E R
Ao WARANKREERFHE 2 BlE
FHAREE - SR 20 E R G
BEBERENLZ2EET  BULREEE
MRS EFIRBAELBERER
EERAE -
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE

22.

T \FEt+-_A=+—HIEE

CASH AND CASH EQUIVALENTS AND PLEDGED 22. RERASEEYUREIEHA
DEPOSITS LEEA
2018 2017
—E-N\F T+
HK$’000 HKS$000
FET FET
Cash and bank balances ReRIRTTE 1,120,601 537,497
Pledged deposits [REZEHESN (23,011) (24,101)
Cash and cash equivalents BeMBSEEY 1,097,590 513,396
As at 31 December 2018 and 2017, the pledged deposits RZEBE—NFER_FE—+F+=-_A=
represented the time deposits pledged to secure repayment of +—R - EEREFEREEEERAN
interests arising from interest-bearing bank borrowings. ERERTERTEENEZFHT
Koo

As at 31 December 2018, the cash and bank balances of the
Group denominated in RMB amounted to HK$11,523,000 (2017:
HK$37,223,000). The RMB is not freely convertible into other
currencies, however, under Mainland China's Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying
periods of between one day and three months in Hong Kong and
Mainland China depending on the immediate cash requirements
of the Group, and earn interest at the respective short term
time deposit rates. The bank balances and pledged deposits are
deposited with creditworthy banks with no recent history of
default. The carrying amounts of these assets approximate to their
fair values.
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RZE-NFE+_A=+—8 K
EBUAREFEZRE NIBEITH
B A115230008 T (ZF —+HF
37,223,000870) - ARBRAIEHR B
RE M EEE o AT - AR K B K E SR
EEEEOIAKLLERE  EENNES
ERT  AEEEESBERERETT
INEEB ZBITBARBLBREM
g -

RITHESRE ARITHERMNRREF
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23.

24,

25.

NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

TRADE PAYABLES 23. ENERX
An ageing analysis of the trade payables as at the end of the RERBHEAEER - ZEZHB
reporting period, based on the invoice date, is as follows: g ENMBRRCEREDTOT -
2018 2017
—E-NF —E—+F
HK$’000 HKS'000
FHET FEIT
Within T month — & A LAR 5,954 10,198
The trade payables are non-interest-bearing and are normally FERBRRA T ER—MN30B8AE
settled on 30-day terms. 18 o
OTHER PAYABLES AND ACCRUALS 24. HMttENRERESER
2018 2017
—E-N\F —T—tF
HK$’000 HKS'000
FET FEIT
Other payables HAth R RIR 18,561 14,022
Other tax payables H NI 13,145 19,604
Accruals FEFHE A 9,922 9,787
Interest payable FEST B 8,224 8,551
49,852 51,964
Other payables are non-interest-bearing and have no significant HEMEMFRIBEL TR - AR EER
balances aged over one year. BRBB—F 2 ERER °
CONTRACT LIABILITIES 25. SHERE

Before the adoption of HKFRS 15, the Group recognised
consideration received from customers in advance as receipt in
advance. Under HKFRS 15, the amount is classified as contract
liabilities. Therefore, upon adoption of HKFRS 15, the Group
reclassified HK$87,000 from receipt in advance to contract
liabilities in relation to the consideration received from customers
in advance as at 1 January 2018. As at 31 December 2018, the
carrying amount was HK$156,000. During the year ended 31
December 2018, contract liabilities of HK$87,000 at the beginning
of the year was recognised as revenue.

FERNE SRS E RIS 1550 AT -
AEBIEREFBLERERMEZNRE
BRAEBEWIE - RESBV RS
EREI1S5 FRSELIEAANA
B A RBE-_E—-—N\E—H—
BREFBAEWERFAEZREmMS
FERWNE BB HRE LR E15501%
REBEHES7,000/8 TLHTELKRIBEF
HEAMNAG - R_Z—N\F+=A
=+—8 BREEA156000ET ° B
HE-_Z-—N\FE+_A=+—H8BL1LHF
& FHIZAKEES7,0008TLE R
B -
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NOTES TO THE FINANCIAL STATEMENTS

BTSRRI RE

For the year ended 31 December 2018

HE—T-)\F+-_A=1+—HItFE
26. DERIVATIVE FINANCIAL INSTRUMENTS 26. {TEERITA
2018 2017
—EB-N\F —EB—+F
Liabilities Liabilities
=R af&E
HK$’000 HKS$000
FHET FET
Interest rate swaps FMZEEAE 4 10,095 22,181
Portion classified as current portion DEERRNVE 2 & (10,095) (11,342)
Non-current portion FEBNHAER = 10,839
At 31 December 2018 and 2017, the Group had an interest RZE—NFER_FE—+F+-_A=
rate swap agreement in place with a notional amount of +—H0 &x&H uT_L T %'——f%i%ﬁzt'j
EUR175,000,000 whereby it received interest at a variable rate W75 000,000 28 2 F RIF HR & 4 - I&
equal to the Europe Interbank Offered Rate (“EURIBOR") on the CREEREZRSTHREERET
notional amount and paid interest at a fixed rate of 0.516%. Eﬁﬁﬁ REEFE (BT ERITRESR
B 2R EWEFE - WREE
S X0516EXfHE o
The swap is designated as a hedging instrument to hedge the PR BEOREEIERE R IA
exposure to changes in future cash outflows of interests arising g8 R FE A E fﬁm(ﬁ/ﬁ%ﬁ)
from its 5-year secured loan (note 27). The secured loan and the FBZARKReRELEHRER -
interest rate swap agreement have the same critical terms. The ERBEREFEREHRE ,\’JEEHI—J
hedge of the interest rate swap was assessed to be effective, and BEBKR - IFF Yﬁﬁﬂ EROEAPEE
a net gain of HK$7,899,000 (2017: net gain of HK$8,926,000) was FEAERR - W EEFEE7,899,00078 T
included in the hedging reserve as follows: (ZZ—+F &= @%ES 926,000/ 7T )
EETAYRREHENT
2018 2017
—E-N\F e
HK$’000 HKS'000
FET FEIT
Total fair value loss included in the A REE 2 ATE
hedging reserve E R4 (2,184) (1,433)
Deferred tax on changes in fair value ”&EFTEM@JZLL@CEIE 677 444
Reclassified from other comprehensive ﬁéﬁi\ﬁﬂiﬁqﬁki%ﬁ“*
income and recognised in finance costs REtAE @izmﬂﬁﬁmh
included in the statement of profit or loss ﬁEm\,\(/}ﬁnf7)
(note 7) 13,632 12,967
Deferred tax on reclassification to B EEBERR ZELEHIE
profit or loss (4,226) (4,020)
Effect on deferred tax of change in rate MR EEIRERIA 2 & - 968
Net gain on cash flow hedges REmEE 2 W FEE 7,899 8,926
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26.

NOTES TO THE FINANCIAL STATEMENTS

DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Fair value hedge under HKFRS 9 - Interest rate risk

There is an economic relationship between the hedged item and
the hedging instrument as the terms of the interest rate swap
match the terms of the fixed rate loan (i.e., notional amount,
maturity, payment and reset dates). The Group has established a
hedge ratio of 1:1 for the hedging relationships as the underlying
risk of the interest rate swap is identical to that of the hedged risk
component. To test the hedge effectiveness, the Group uses the
hypothetical derivative method and compares the changes in the
fair value of the hedging instrument against the changes in the
fair value of the hedged item attributable to the hedged risk.

Hedge ineffectiveness can arise from:

Differences in the timing of the cash flows of the hedged
items and the hedging instruments

Different interest rate curves applied to discount the
hedged items and hedging instruments

The counterparties’ credit risks differently impacting the
fair value movements of the hedging instruments and
hedged items

Changes to the forecasted amounts of cash flows of the
hedged items and hedging instruments

As at 31 December 2018, the swap will mature within one year.

There is no hedge ineffectiveness recognised in profit or loss.
Consequently, the change in fair value used for measuring
ineffectiveness for the year ended 31 December 2018 of the
hedging instruments is the same with that of the hedged items,
equaling the amount of the total fair value loss included in the
hedging reserve of HK$2,184,000 above.

26.

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

PTEEMI A
EEMBHREENEIRT 2 ATFEY
R — R = EL
MR R A4 2 RREE B ER
ZIER(BNBE SR - 28R - IR
EFTEH) - MUk E IR E EY
HIAZEFERERR - $El%
A RTEZEH P RR - RE
ﬁﬂTﬁ%A%ZW%HMAw5F
R\ E8n 2 HERERAER - 38 4
Mz BMMENE ARESERER
PTHEIRE WHEAHAITAZATE
M@ﬁﬁﬁﬂ 2 B ETIER 2
RNTEZEBIELLR -
HhEAr R AR TSR
WHPEBERE P TAZRHZ
BenskEER

& P [R) B9 1) 2R il AR B 3R 480 8
B REHRTA

HFHzEERRERMTE
HHTARBEHDEE Z2AF

WEHPIRE R T A A
EE%//HJE%gEZKZ

H

—E-NF+=-A=+—H
SHBHR—FEREIH -

-

D%

VEREGERERTTELSE - B
e RBE_T—N\E+_A=+—
BILFE  BRTEESSTEZEHH
TARFEZSHEWLH FIEEEME
B HER LA PREEZAF
BEE 1B 424 582,184,000/ 7T °

-
SN
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

27. INTEREST-BEARING BANK BORROWINGS 27. FTEBTMEE
2018 2017
ZE-N\F “E-tF
Effective Effective
interest interest
rate (%) rate (%)
ERAIE Maturity HKS'000 BIERE Maturity 000
(%) 35 2.2 (%) 55 TAT
Current Il
Bank loans - secured BOER-BEA
Three month EURBOR22% " =[ERETR (T 14 October 2019
REREM2E 0.516%+2.2%* ZE-0E

0.516EM2.2E* TE+mA 1,534,818 -

Non-current £
Bankloans - secured BITER-HER
Three month EURBOR+2.2% " =B ABTEH{T - - - 0516%+22%" 14 Qctober 2019 1,602,630
RERSME 0516E M 2E* “I-NE
TA+REA
1,534,818 1602630
* Includes the effects of a related interest rate swap as disclosed in * BRI IRERMIFE26 AT R 2 AR =
note 26 to the financial statements. JEHIA U T L -

1 52 Kai Yuan Holdings Limited | Annual Report 2018



27.

NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

INTEREST-BEARING BANK BORROWINGS 27. FTEETES®)

(continued)

2018 2017

—E-N\F —T—tF

HKS$’000 HKS'000

FHET TET

Analysed into: PaR)iv=1E
Bank loans repayable: IRITERUENA

Within one year or on demand —FAFIREK 1,534,818 =

In the second year E_F - 1,602,630
1,534,818 1,602,630

(i) On 13 October 2014, the Group borrowed loans of 0) RNR-_E—WWE+A+=H -
EUR175,000,000 from Societe Generale Corporate & N £ [ Societe Generale
Investment Banking, which will be repaid on 14 October Corporate & Investment Banking

2019 and bear interest at the three-month EURIBOR & A 175,000,000 & 72 E 3% -

plus 2.2%. The loans were pledged by the Group's hotel BRAEEAN_ZE—ILFT+A
property situated in France, which had an aggregate +mBEESZ  WE=@EAE T
carrying value of HK$2,873,398,000 as at 31 December EIRITRIEIRSM22ES B -
2018 (2017: HK$3,040,597,000). L ERUAREEGRNERE 2

BE IR - HR T —
NEFE+_A=+—BZEmA
{8 42,873,398,000/8 T ( —Z & —
+4F 1 3,040,597,000/8 7T ) °
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NOTES TO THE FINANCIAL STATEMENTS
RS SRk MY

For the year ended 31 December 2018
BHE-_ZT—)\E+-A=1—HIEFE

28. DEFERRED TAX 28. EEHE
The movements in deferred tax liabilities and assets during the BEEHEEBENEERNFAZEFHW
year are as follows: T
Deferred tax liabilities EEHIEEE
Fair value
adjustments
from
acquisition of
subsidiaries
W 8
NEEEZ Others Total
AFERE Hity wst
HKs’000 HK$’000 HK$'000
FET FHET FET
As at 1 January 2018 R=—Z—N\F—A—H 309,707 6,055 315,762
Deferred tax credited to income from X BFEREEE 2
continuing operations (note 11) WA RS AR I8
(KreEr1) (2,028) (2,821) (4,849)
Deferred tax charged to income from £ B 2R IFEH 2 A
a discontinued operation IR R 1 440 - 440
Disposal of subsidiaries (note 32) HERB AR (A7:32) (56,586) - (56,586)
Exchange differences on translation BREEEZIERZRE (11,397) (185) (11,582)
Gross deferred tax liabilities at RZE—-N\F+=A
31 December 2018 =+ —BZELEHE
BEERE 240,136 3,049 243,185
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NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
HE-Z—\F+-A=1+—HLEE

28. DEFERRED TAX (continued) 28. EEEHIE(%H)
Deferred tax assets EERIBEE
Fair value

Losses  adjustments
available for from
offsetting  acquisition of
against future subsidiaries

Cash flow taxable profits g
hedges A 0 ME AR
Be RIRERB FEEXZ Total
TREE B ZEE DR ERE st
HK$’000 HK$’000 HKS’000 HK$’000
FET FET FET FET
As at 1 January 2018 RZZ-N\F
—H—A 6,875 24,595 4,273 35,743
Deferred tax charged to income ~ fEK B EHER S £
from continuing operations Z WA HIRR
(note 11) BIERIA(HzE11) - (3,654) - (3,654)
Deferred tax charged to income  ERBEKILEB Y
from a discontinued operation Yt AF 1K
BT IR = = (126) (126)
Disposal of subsidiaries (note 32)  HEHK B 7]
(KfsE32) = = (4,147) (4,147)
Deferred tax charged to other EEMEEEET
comprehensive loss MR EER A (3,549) - - (3,549)
Exchange differences on MEEF v ERESE
translation (197) (996) - (1,193)
Gross deferred tax assets at RZF—NE+ZA
31 December 2018 =+—HZEE
MIREEER 3,129 19,945 - 23,074
For presentation purposes, certain deferred tax assets and REHRMES ETEEHBEEERS
liabilities have been offset in the consolidated statement of BERERE M BAR R E P
financial position.
HK$’000
FET
Deferred tax assets recognised in the RZE—N\F+=ZA=+—H
consolidated statement of financial position IR A SRR RER
at 31 December 2018 HRBEERIEEE 20,025
Net deferred tax liabilities recognised in the R-BE—NF+-_A=+—H
consolidated statement of financial position ERE BRI RES
at 31 December 2018 R IEERIES T 240,136
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BHE-_ZT—)\E+-A=1—HIEFE

28. DEFERRED TAX (continued)

28. EEMIE (%)

Deferred tax liabilities BEHIEERE
Fair value
adjustments
from
acquisition of
subsidiaries
W BT B
REIFTEEZ Others Total
NEERE Hit BEt
HKS'000 HKS'000 HKS'000
FET FET T
As at 1 January 2017 RZE—+F—A—H 303,584 5,848 309,432
Deferred tax credited to loss from EREFBELEERZ
continuing operations (note 11) EiaR st AR IE
(Bis£11) (29,444) (636) (30,080)
Deferred tax charged to income froma 7ER B E &K IF¥% 2
discontinued operation WA R B IRE T IR 53 = 53
Exchange differences on translation BEESEVERESR 35514 843 36,357
Gross deferred tax liabilities at R-E—+F+=-A
31 December 2017 =+—AZELERE
BEeE 309,707 6,055 315,762
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BHE-Z— ) \F+-A=+—HILEE

28. DEFERRED TAX (continued) 28. EZEBLIR (#)
Deferred tax assets BERIBEEE
Fair value
Losses adjustments
available for from
offsetting acquisition of
against future subsidiaries
Cash flow taxable profits Weg
hedges BI::siiei NG
Be RRER FESZ Total
mEHH Az ER RTERE @it
HKS000 HKS'000 HK$'000 HKS'000
TAT TET TET TET
Asat 1 January 2017 RZE—t45-F—H 8392 22,897 4,507 35,796
Deferred tax charged to loss EREREREERL
from continuing operations ERPMREENE
(note 11) (Wit) S (1662 - (1662)
Deferred tax charged to income EREEHEILEB A
from a discontinued operation RIBEEHRE = = (234) (234)
Deferred tax charged to other EEMEZERANR
comprehensive income IR (2,608) - - (2,608)
Exchange differences on translation BEEE/RAER 1,091 3,360 = 4451
Gross deferred tax assets at RZE—+F+ZA
31 December 2017 =+-BZEERE
BERE 6,875 24,595 4273 35,743
For presentation purposes, certain deferred tax assets and MEHM=S - ETEERBEELE
liabilities have been offset in the consolidated statement of BEERGEAS BRI RRE P -

financial position.

HKS$000
TET
Deferred tax assets recognised in the R-E—+F+-_A=+—H
consolidated statement of financial position A B HRE P
at 31 December 2017 TR ELEHIBEE 29,688
Net deferred tax liabilities recognised in the R-BE—+F+-A=+—H
consolidated statement of financial position TEEA AR REKP
at 31 December 2017 RZBLERIBE EFE 309,707
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28. DEFERRED TAX (continued) 28. ELEBIEE)
Deferred tax assets have not been recognised in respect of the WHER T )1E B BRIELERIBEE
following items:

2018 2017
—B-N\F —E—+F
HKS’000 HKS$000
FHET FEIT
Tax losses arising in Hong Kong @ REBEEZBITABEY 189,409 170,785
Tax losses arising in Mainland China @ PR B KB/ A 2 B IR B 1R 0 2,654 4,831
Tax losses arising in Luxembourg REREES ZHIEEE 757 757
192,820 176,373

(i) The Group has tax losses arising in Hong Kong of HK$189,409,000
(2017: HK$170,785,000) that are available indefinitely for offsetting
against future taxable profits of the companies in which the losses
arose.

(i) The Group has tax losses arising in Mainland China of
HK$2,654,000 (2017: HK$4,831,000) that will expire in one to five
years for offsetting against future taxable profits of the entities.

(iii) The Group has tax losses arising in Luxembourg of HK$757,000
(2017: HKS$757,000) that are available indefinitely for offsetting
against future taxable profits of the entities in which the losses
arose.

Deferred tax assets have not been recognised in respect of the
above tax losses and deductible temporary differences arising in
certain subsidiaries as they have been loss-making for some time
and it is not considered probable that future taxable profits will be
available against which the tax losses can be utilised.

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.
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(iii)
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30.

NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

ISSUED CAPITAL 29. EBRITRAE
Number of shares Issued capital
RAEE BRTRA
2018 2017 2018 2017
—E-N\E§ —E—tfF —E-N\§ —T—+F
000 000 HK$'000 HK$'000
Fie Fiz FET FET
Ordinary shares of HK$0.10 each BRAEBEI0ETLL
Liak
Authorised: SEIE
At beginning and end of year REFREL 20,000,000 20,000,000 2,000,000 2,000,000
Issued and fully paid: BREITRER
At beginning and end of year REN RFLL 12,778,880 12,778,880 1,277,888 1,277,888
SHARE OPTION SCHEME 30. HEMRHESHE

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
participants including employees, directors, suppliers, customers,
consultants of the Company and its subsidiaries, to subscribe for
shares in the Company.

RE-_F-—_FREATEATLEXR
H)BBREBER - AARERMK—IA
AR 8 ([ — T — —FBREs
g HENARBAMBAERS
BEHNAKEREZERR LER
SESUERrEEEAEES TR
SIHAKBUARAREFAREZE
BMEBEEEZANER - REEZ
T-_FRERENE AoFESFS
AREERSEE(BERARAREN
BARIZEER &= ftERH TP
RER)EHARBARFBRMN 2 BK
f& o
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30.

SHARE OPTION SCHEME (continued)

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 shares 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;
(i) the average of the closing prices 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. The
offer of a grant of share options may be accepted within 28 days
from the date of offer. 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.

An option may be exercised in accordance with the terms of the
2012 Option Scheme at any time during a period as the Board may
in its absolute discretion determine which shall not be more than
ten years from the date of grant of the option and subject to the
provisions of early termination thereof and the Board may provide
restrictions on the exercise of an option.

Pursuant to the 2012 Option Scheme, the Company granted
options to subscribe for 145,780,000 shares to eligible participants
in December 2017.
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NOTES TO THE FINANCIAL STATEMENTS
BB R M

For the year ended 31 December 2018
HE-Z—\F+-A=1+—HLEE

30. SHARE OPTION SCHEME (continued) 30. MBRERTE(m)
The following share options were outstanding under the 2012 FRN - NIE_ZE—_—FHEKEETE
Option Scheme during the year: T2 BB AR M RATAE -
Closing price
Exercise per share
price before the
Forfeited/  Outstanding per share dateon
At Granted Exercised Lapsed asat  (subjectto which the
1 January during during during  31December  anti-dilutive  options were
Grantees 2018 the year the year the year 2018 adjustment) granted
R
ZE-N\f =1 EhE
i = i RiAH
“3-N\% ER =t-8 (TR sk
5 IN -A-8 FRRL EafE RB/AA HATE  REER) Gl
'000 '000 '000 '000 ‘000 HK$ HK$
& & & 4 & A A
Directors ES
M. Xue Jian ERnk 127,780 - - - 127,780 0.100 0.047
Mr. Law Wing Chi, Stephen ) Gy 10,000 - - - 10,000 0.100 0.047
Employees E&
Other employees HihE8 8,000 - - (1,000) 7,000 0.100 0.047
145,780 - - (1,000) 144,780
Brercisable at theend of the year 40 F47{8 145,780 - - 144,780
Weighted average exercise price BRIETSHEE
per share (HKS) (&) 01
Closing price
Exercise per share
price before the
per share date on
At Granted At (subject to which the
1 January during 31 December  anti-dilutive  options were
Grantees 2017 the year 2017 adjustment) granted
i (51 BikiE
N —E+F 1TEE b=
3 +=AR (FIER CIESTe
EEA i ERRI =+—-8 &E8E%) LGl
‘000 ‘000 000 HKS HKS
TR i T BT BT
Directors =
Mr. Xue Jian Bl s - 127,780 127,780 0.100 0.047
Mr. Law Wing Chi, Stephen BXELE = 10,000 10,000 0.100 0.047
Employees B8
Other employees HitEg - 8,000 8,000 0.100 0047
= 145,780 145,780
Exercisable at the end of the year FRAT171E 145,780 145,780

Weighted average exercise price BRMEFETEE
per share (HKS) () 0.1 0.1
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30. SHARE OPTION SCHEME (continued)

The exercise price and exercise period of the share options

30. BREFE(E)

REFRRPFEAEER - HARITEBRE

outstanding as at the end of the reporting period are as follows: 2T BRITFEHINT -
1 December 2018
S RFr=A=t-n
Number of Shares to be
alloted and issued
upon exercise ofoptlons
Grantees BREETERST  Fxercise pr\ce er share Exercise period
Z3 N Aoz a7 2 IR 88 RITE(E 171
‘000 HKS
T BT
Directors of the Company 137,780 0.100 15 December 2017 to 16 May 2022
RARES —E—+F+ZATHAZE
—E-—FHA+TH
Other employees 7,000 0.100 15 December 2017 to 16 May 2022
Hftg 8 —E—+F+-ATHAZE
—E-—FHA+TH
144,780
31 December 2017
—E—+tF+-A=+—H
Number of Shares to be
alloted and issued
upon exercise ofopt|ons
Grantees EREEITERIST  Exercise prlce er share Exercise period
SN fo g R BT 2 IRV BB RITHE(E 1T1EHf
‘000 HKS
TH BT
Directors of the Company 137,780 0.100 15 December 2017 to 16 May 2022
RARES E—+F+_HATHAZE
—E-—FRAFRH
Other employees 8,000 0.100 15 December 2017 to 16 May 2022
HihfE 8 —E—+F+AT+HAZE
—E-_FHRA+H
145,780
& The exercise price of the share options is subject to adjustment in * T IR AL AR 3877 - KA A

the case of rights or bonus issues, or other similar changes in the

RAHEE AL 2 - BiERE
TTEER THE -

Company'’s share capital.

No share options were exercised during the year (2017: Nil).

At the end of the reporting year, the Company had options to
subscribe for 144,780,000 shares outstanding under the scheme.
The exercise in full of the outstanding share options 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. Options to subscribe for 1,000,000 shares were forfeited
during the year, resulting in HK$15,000 transferred from the share
option reserve to retained profits.

At the date of approval of these financial statements, 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.
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32.

NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

RESERVES 31. f#fB
The amounts of the Group's reserves and the movements therein REBRAFERBEFEZHES
for the current and prior years are presented in the consolidated ENHEHFEENUBRERELAE 2
statement of changes in equity on page 74 of the financial SAERRNEEHREY -
statements.
DISPOSAL OF SUBSIDIARIES 32. HEWBAF
The net liabilities disposed of and gain on disposal of subsidiaries ffsr12frsfi v HEEZBE 2 EHESR
in relation to the Disposal detailed in note 12 are as follows: BEFERHENBARMEBKENT -
20 June 2018
—E-N\F
ANAZtH
HK$’000
FET
Net liabilities disposed of: BEHEBEFE
Property, plant and equipment Yz - BE R 514,061
Deferred tax assets BEHIBEE 4,147
Inventories FE 57
Trade receivables FE U BR R 463
Prepayments, other receivables and other assets  JBSFRIA « Efth EUGRIE & At B B 597
Cash and cash equivalents HekIReFEEY 11,799
Other payables and accruals Eofth pE AT 5RIB R FERH B (1,184)
Contract liabilities aHaE (11)
Deferred tax liabilities ELEHIEEE (56,586)
Amount due to the Group FERAREEIE (481,635)
(8,292)
Gain on disposal of subsidiaries HEMB AR SRS 335,570
327,278
Satisfied by: YIRAR
Cash Re 821,721
Less: Directly attributable expenses B BEEGRX (12,808)
Disposal of the Shareholder’s Loan HEBZEBEREER
from the Target group (481,635)
327,278
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BE—Z—\F+-A=+—RHULFE

32. DISPOSAL OF SUBSIDIARIES (continued)

32. HEMBAR %)

An analysis of the net inflow of cash and cash equivalents in HEZTERSRREEZEEMREANE
respect of the Disposal is as follows: oMM -
2018
g%
HK$000
TFHET
Cash consideration BeRE 821,721
Directly attributable expenses BEEGRY (12,808)
Cash and cash equivalents disposed of EHERSRASEED (11,799)
Net inflows of cash and cash equivalents MBARHEEEZIRE &
in respect of the disposal of subsidiaries ReEFEMRAER 797,114
33. NOTES TO THE CONSOLIDATED STATEMENT OF 33. FERETRERMTE
CASH FLOWS
(a)  Major non-cash transactions (a) FEFREXH
During the year, the Group did not have any major FR AEEBTEFEAMEE

non-cash transactions (2017: Nil).

HRERH(ZT—1LF  H|) o

(b) Changes in liabilities arising from financing (b) RMETBFELEZEEEH

activities

Interest-bearing

bank

borrowings

sFERT

BE

HK$’000

FHET

At 1 January 2018 R_Z—-—NF—H—H 1,602,630
Interest expense *'J g Eﬂﬁ 4,631
Foreign exchange movement — [EHE 3 (72,443)
At 31 December 2018 —N\F+=ZA=+—H 1,534,818
At 1 January 2017 AN_T—tF—H—H 1,524,426
Changes from financing cash flows MERESREZE (137,000)
Interest expense AMERZ 4,525
Foreign exchange movement M H & E) 210,679
At 31 December 2017 R-_ZE—+F+-A=+—H 1,602,630
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34.

35.

36.

NOTES TO THE FINANCIAL STATEMENTS

PENSION SCHEME AND OTHER RETIREMENT
BENEFITS

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
qualifying employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the statement of profit or loss as they become payable
in accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group's employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute 20% of their payroll costs to
the central pension scheme. The contributions are charged to the
statement of profit or loss as they become payable in accordance
with the rules of the central pension scheme.

The total pension cost charged to the consolidated statement of
profit or loss is approximately HK$202,000 (2017: HK$300,000).

There is no provision under the MPF Scheme which whereby
forfeited contributions may be used to reduce future
contributions.

CONTINGENT LIABILITIES
As of 31 December 2018, the Group had no contingent liabilities.

PLEDGE OF ASSETS
Details of the Group'’s assets pledged for the Group'’s bank loans
are included in note 22 and note 27 to the financial statements.

34.

35.

36.

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE
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BHE-_ZT—)\E+-A=1—HIEFE

37. OPERATING LEASE ARRANGEMENTS 37. REMHEZH
As lessee EREBA
The Group leases certain of its office properties under operating AREBERBESHELTHHEAE T
lease arrangements. Leases for properties are negotiated for terms NEYE -PEZEEHBENT—Z
ranging from one to three years. =Fo
At 31 December 2018, the Group had total future minimum R-ZEBE—NFE+_A=+—8 " &%
commitments under non-cancellable operating leases which fall EEBEIABESEHERNHE &
due as follows: RESEAEZZHRBERAT
2018 2017
—E-N\F —E—+F
HK$’000 HKS$000
FHET FET
Within one year —E R 711 1,428
In the second to fifth years, inclusive E-ZERF(BEEENRSF) 76 595
787 2,023
38. CAPITAL COMMITMENTS 38. BEAXRAE
As of 31 December 2018, the Group did not have any significant RZE—-—N\F+ZA=+—H " K&
capital commitments. ] I fR A B R & AR IE o
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Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

39. RELATED PARTY TRANSACTIONS 39. BEAXIXRS
(a)  Related party transactions (a) BEALRZS
The Group had no material transactions with related FARN - RNEBWEEREAT
parties during the year (2017: Nil). FIUAEMNEARSG(ZE—+
Fm) o
(b)  Compensation of key management personnel of the (b) AEEFEEEASZHKMH
Group
The remuneration of key management personnel during TEEBAERFAZFHEMN
the year was as follows: S
2018 2017
—EB-N\F —E—+F
HKS’000 HKS$000
FET FEIT
Short term employee benefits EHE B REA 5,680 5,280
Equity-settled share option expense IR 4 B R AR R X = 2,054
Pension scheme contributions RIRESE IR 36 36
Total compensation paid to key ENEEERBAEZ
management personnel WM EE 5,716 7,370

Further details of directors’ remuneration are included in
note 9 to the financial statements.

Having due regard to the substance of the relationships,
the directors are of the opinion that meaningful
information relating to related party disclosures has been
adequately disclosed.

EEFM2E—THBENEY
AR MY

BEHEBET ZHELE
% ERRACRSBERHY
BEALEBAMAABERN
aH -
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40. FINANCIAL INSTRUMENTS BY CATEGORY 40. RERESZEMIA
The carrying amounts of each of the categories of financial REFRPELEEH  SHEemT A
instruments as at the end of the reporting period are as follows: ZEEmEWT -
2018 —E— N\
Financial assets ERMEE
Financial assets
at fair value Financial
through other assets at
comprehensive amortised
income cost Total
BRAYE R
SFAHMEE BAEEZ
WAZEREE SREE et
HK$’000 HK$’000 HK$’000
FET FET FET
Equity investment designated at fair 8 FE R AP ET A EAD
value through other comprehensive 2 E A 7 AR E
income 24,779 = 24,779
Trade receivables FEUR 3R = 20,609 20,609
Loans receivable EWE = 210,000 210,000
Financial assets included in FFATBRFIE -
prepayments, other receivables F YR IE I EA
and other assets BEZEMEE = 7,677 7,677
Pledged deposits [REEELEES=N - 23,017 23,017
Cash and cash equivalents BeLHEEEEY = 1,097,590 1,097,590
24,779 1,358,887 1,383,666
Financial liabilities cREE
Derivatives
designated
as hedge
instruments Financial
in hedge liabilities at
relationship amortised cost
EEHEESD R
EERYHPIA RAFEZ Total
ZHTETIR cHER st
HK$’000 HK$’000 HK$’000
FET FET FET
Trade payables FERTERK - 5,954 5,954
Derivative financial instruments PTAETRI A 10,095 - 10,095
Financial liabilities included in other &+ A B th e~ 5018 %
payables and accruals EstERZzZeRAasE - 26,785 26,785
Interest-bearing bank borrowings SRBRITEE - 1,534,818 1,534,818
10,095 1,567,557 1,577,652
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FINANCIAL INSTRUMENTS BY CATEGORY 40. REREDzEMIA(E)

(continued)

2017 —F— 4
Financial assets SREE
Financial
assets at
amortised cost
REEE
RAFE 2
TRVEE
HKS$000
FET
Trade receivables FEMER K 23,523
Financial assets included in prepayments, other receivables 5t AFETFIE ~ Hith B FUE &
and other assets EMEEsemMEE 2,733
Pledged deposits [REEEIVER 24,101
Cash and cash equivalents HEREESZEEY 513,396
563,753
Financial liabilities TRARE
Derivatives
designated
as hedge
instruments Financial
in hedge liabilities at
relationships amortised cost
peak apiite R bivg: 5!
BERYITITA RAGHE 2 Total
ZITETA TEAE HBEr
HKS'000 HKS'000 HKS'000
FET FET FET
Trade payables FERTERSK = 10,198 10,198
Derivative financial instruments MTEeMIA 22,181 = 22,181
Financial liabilities included in other 5t A E b &<t 2038 K.
payables and accruals EABRzSHBE — 22,573 22,573
Interest-bearing bank borrowings SFERITEE s 1,602,630 1,602,630
22,181 1,635,401 1,657,582
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41.
FINANCIAL INSTRUMENTS

FAIR VALUE AND FAIR VALUE HIERARCHY OF

The carrying amounts and fair values of the Group's financial

instruments, other than those with carrying amounts that

reasonably approximate to fair values, are as follows:

41.

EMIRZAFERDFEE
&
TRIRAEEMz BT AZREAME
RAFECREAERRFEARAE
BRI -

Carrying amounts Fair values
REE NFE
2018 2017 2018 2017
—E-N\F —T—+F —E-N\EF —E—+tF
HK$’000 HKS'000 HKS’000 HKS$'000
FET FEr FET F&r
Financial assets CREE
Equity investment designated BEREATERTA
at fair value through other Hitz2EBAZ
comprehensive income R A E 24,779 - 24,779 -
Financial liabilities eRAaR
Derivative financial instruments ~ $74 4@ T & 10,095 22,181 10,095 22,181

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, loans receivable, trade receivables,
trade payables, financial assets included in prepayments, other
receivables and other assets, financial liabilities included in other
payables and accruals and the 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 interest-bearing bank borrowings of the Group
approximate to their fair values due to their floating interest rates.

The Group's corporate finance department 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:
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41.

NOTES TO THE FINANCIAL STATEMENTS

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

An equity investment designated at fair value through other
comprehensive income was purchased in September 2018 and
the purchase price was deemed as its fair value as at 31 December
2018 due to the purchase occurred at a time approaching to
the end of the reporting period. The directors believe that the
estimated fair values are reasonable, and that they were the most
appropriate values at the end of the reporting period.

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.

Fair value hierarchy

The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments:

Financial assets measured at fair value

As at 31 December 2018
R-ZB-N\E+=A=+—-H

41.

Br TSR B AL

For the year ended 31 December 2018
HE-Z—\F+-A=1+—HLEE

SRMITACZAFERAFERE
6D
KARRZE—NFHLABA—IEIE
FZRAFEFAEMEERA Z KA
WA - MEBNE AR RE R
HER MUEBEEBWEABHERAE
RERZZE—N\F+ZA=+—82
NEE - EBZHE ARG ATEE
BeE  URHEANHEHHEAEH
ZEREBEEE -

AEBEEER TP BEEBRT LT
AEMTA - TESBRTA(ZESF
R EBLUEBEAZAER
- ERREAEEAE - AARRX
FRABEMSABEREAZE > 81
BFHZEEEERNERMER - M =X
ANz REERE A TERER -

DV EER

THRIMARES BRI A 2 AFE
SEA

BAFEANBZEHEE

Fair value measurement using

ERANTERETRAVEE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
SEEB TS BEATBRE EBEATTHE
ZHE BWAYE BWAHE Total
(F—#) (B=#) (B=8) et
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FHET FHET
Equity investments designated at 8T EIZAFEFT A
fair value through other Hin2EMAZ
comprehensive income AR E - 24,779 - 24,779
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41. FAIR VALUE AND FAIR VALUE HIERARCHY OF 41. €MIBAZAFLERAFEE
FINANCIAL INSTRUMENTS (continued) & (E)
Financial liabilities measured at fair value: BATEECEREE
As at 31 December 2018 R-E-N\E+=-H=+—H

Fair value measurement using

ERANTERETRAVEE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
EERTE EATEE EBEAFTUEBER
ZRE BWAHE BWAHE Total
(F—#) (B=#) (B=#) met
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Derivative financial instruments ~ $T4 & @ T A - 10,095 - 10,095
As at 31 December 2017 R-_ZE—+F+-_A=+—H

Fair value measurement using

FERATSHRETAVENE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
ERTS EAAER BERTUEER
ZRfE AR w ABUR Total
(%) (B=#) (F=R) st
HKS'000 HKS'000 HKS'000 HKS$'000
FET FET FET FET
Derivative financial instruments ~ $T4£$ g T A = 22,181 = 22,181
During the year, there were no transfers of fair value FAN - HReREERSHREEMES
measurements between Level 1 and Level 2 and no transfers into F—RME_LHAFEFE 2B E
or out of Level 3 for both financial assets and financial liabilities EMER  FE-RNEEAEASE
(2017: Nil). H(ZZE—tF:|) -
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42,

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's principal financial instruments comprise interest-
bearing bank borrowings and cash and cash equivalents. The
main purpose of these financial instruments is to raise finance
for the Group's operations. The Group has various other financial
assets and liabilities such as trade receivables, other receivables
and trade payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments are
credit risk and liquidity risk. Management reviews and agrees
policies for managing each of these risks, which are summarised
below. The Group’s accounting policies in relation to financial
instruments are set out in note 2.4 to the financial statements.

Credit risk

Credit risk is the risk that a counterparty will not meet its
obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from
its operating activities (primarily loans receivable).

The Group trades only with recognised and creditworthy
third parties and related parties. It is the Group's policy that all
customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are
monitored on an ongoing basis and the Group’s exposure to bad
debts is not significant.

The carrying amounts of cash and cash equivalents, pledged
deposits, trade receivables, loans receivable and financial assets
included in prepayments, other receivables and other assets
included in the consolidated statement of financial position
represent the Group's maximum exposure to credit risk in relation
to its financial assets. The Group has no other financial assets
which carry significant exposure to credit risk.

42,

Br TSR B AL

For the year ended 31 December 2018
BHE-Z— ) \F+-A=+—HILEE

MEREREERERBER

AEBZIECRITABRETBRT
EEUNMRERREEEY - HES
MTAZTFEZENERRAREEY
BIEEEET - AREEAEMER

BENAE  BREEBYSRR - HME
WHRIBA R EMIRR - DEEBHEE
BEE -

AEEERTAEL T 2RAREBHE
EERBRERBDECER - EEER
AkBEEESRBEHERARZBR
BREABHAR T - AEEERE
BMTAZ S BRERPERRME
24 ¢

FERR
FERRERSFIRERTES R
TAXFFANTZEEMS KM
BRZER AEEZKLEY(EE
EERREF)CEAREERR

AEERGHEERAREERIFNS
=HTRBEATETRS - AEEZ
BERR  MEEEREERIRSZZ
BEPUBAETEERERF - U
AEBEEREERBEREHR A
SEPTE S RRARL TEKX -

AEEEMBRARRcRE RS
ZEY  SHERER - BURER - &
WE R R AT RIE - H o WK
BREMEECEMEECKREER
AEEREMEEMAE 2 EERR
RmE  AEEYEEAEGBHAE
REERBZERMEE -
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42.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk (continued)

For money lending business, the Group manages and analyses
the credit risk for each of their new and existing clients before
standard payment terms and conditions are offered. If there is
no independent rating, the Group assesses the credit quality of
the customer based on the customer’s financial position, past
experience and other factors. The Group holds collateral against
loans receivable and interest receivables in the form of mortgages
over property. The majority of the collateral are residential
properties, commercial properties and industrial properties and
all of the collateral are located in Hong Kong. Individual risk limits
are set based on the value of collateral provided by customers and
internal or external ratings in accordance with limits set by the
directors. The utilisation of credit limits is regularly monitored.

The Group generally grants loans with a loan-to-value ratio of no
more than 70% of the value in the valuation report of the property
for the first property mortgage, and where it is a subordinate
property mortgage, the aggregate lending from all lenders to the
customer should not exceed 70% of the value of the underlying
property. The directors meet regularly to review the loan-to-value
ratio. The directors consider that the credit risk arising from loans
and interest receivables is significantly mitigated by the property
held as collateral, with reference to the estimated market value
of the property. The Group generally maintains at all time each
individual loan and interest receivable amount to be less than
70% of the total fair value of the corresponding collateral at the
estimated selling price.

Further qualitative and quantitative information regarding loans
receivable is disclosed in note 20 to the financial statements.

All the carrying amounts of financial assets at amortised cost,
applying the general approach under HKFRS 9 applicable from
1 January 2018, are classified in Stage 1 in terms of ECLs as at 31
December 2018.
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FINANCIAL RISK MANAGEMENT OBJECTIVESAND 42, BI%EMEEEZREE(E)
POLICIES (continued)
Liquidity risk REBESER
The Group’s treasury department closely monitors the Group's RNEE 7 BRI F B R Y BS5R K
cash flow positions on a regular basis to ensure that the cash flows SEEBReREMRRN  UBEREASE
of the Group are positive. The Group aims to maintain flexibility CEHEEREBIES - KEBFERER
in funding by keeping committed credit lines available, obtaining DEFELTAESAZEERERSTE M
debentures from specific entities and borrowing loans from ErTEREERBESARALRTEAER
banks. o BOERESEEN -
The maturity profile of the Group's financial liabilities as at the end BIEAHXMBRRNIESE  NEES
of the reporting period, based on the contractual undiscounted BREERERPELEEB ZEHBR
payments, is as follows: N
2018
—E-N\F
3to
less than
Less than 12 months
3 months 3R ZE 1to 5 years Total
3fEAM 1288k 15555 @t
HK$’000 HK$’000 HK$’000 HK$'000
FET FET FET FET
Trade payables FERTERSR 5,954 - - 5,954
Derivative financial instruments fTESRMTA 4,454 5,641 - 10,095
Financial liabilities included in FTAE A ER FE R
other payables and accruals &Rz eRAE 26,785 - - 26,785
Interest-bearing bank borrowings it BRITEE 11,103 1,565,835 = 1,576,938
48,296 1,571,467 - 1,619,772
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42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)
Liquidity risk (continued)

MHREREEREREEE)

RBES@E(E)

2017
T
3to
less than
Less than 12 months
3 months MEAZE 1to 5 years Total
3EAR 12 AR 1FE5F Bat
HKS'000 HKS'000 HKS'000 HKS'000
FAET FHET FHET FAET
Trade payables BRI 10,198 - - 10,198
Derivative financial instruments 4TS @I E 4,540 6,802 10,839 22,181
Financial liabilities included in FAHMERRER
other payables and accruals EAERzoRAE 22,573 - - 22,573
Interest-bearing bank FTERITEE
borrowings 10,520 31,218 1,642,539 1,684,277
47831 38,020 1,653,378 1,739,229
Capital management EXREE

The primary objectives of the Group’s capital management are to
safeguard the Group'’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business
and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed
capital requirements. No changes were made in the objectives,
policies or processes for managing capital during the years ended
31 December 2018 and 31 December 2017.
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NOTES TO THE FINANCIAL STATEMENTS

Br TSR B AL

For the year ended 31 December 2018

ER-N\FE+ZA=+—BILEFE

FINANCIAL RISK MANAGEMENT OBJECTIVESAND  42. B EMBEEEEZREE &)
POLICIES (continued)
Capital management (continued) EREE(E)
The Group monitors capital using a gearing ratio, which is total REBFERHEEAEBLXR(EEEHERE
borrowings divided by total assets. Total borrowings include MANBEERE)EREAN - EERTES
interest-bearing bank borrowings. The gearing ratios as at the end HiABHR1TEE NERSEHEEER
of the reporting periods were as follows: ZEEBGBLERMT
2018 2017
—B-N\F —t&
Note HK$’000 HKS'000
MtaE FET FHEIT
Total borrowings e ez
Interest-bearing bank borrowings SHESRTEE 27 1,534,818 1,602,630
Total assets BERE 4,339,175 4,217,128
Gearing ratio BEAGBHEE 35.4% 38.0%
EVENTS AFTER THE REPORTING PERIOD 43. ZHHEEER
There is no material subsequent event undertaken by the Group R-ZE—NFE+_A=+—H8% XK
after 31 December 2018. SEYEETENERZRBMHAERS
T o
COMPARATIVE AMOUNTS 44. LEREH
The comparative statement of profit or loss has been re-presented BRixZhBemE FER R
as if the operation discontinued during the current year had NEERIEE 2 EBRERBAIK
been discontinued at the beginning of the comparative period ERIEEE 5 (iE12) »

(note 12).
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45, STATEMENT OF FINANCIAL POSITION OF THE 45. AAT]ZHBMRRBR
COMPANY
Information about the statement of financial position of the REHKAMEE I ARR A Z2H B
Company at the end of the reporting period is as follows: HRZERAT ¢
2018 2017
—EB-N\F —F—+tF
HK$’000 HKS'000
FETT FET
NON-CURRENT ASSETS FERBEE
Investments in subsidiaries REBRARZEE 1,254 1,269
Total non-current assets ERBEELE 1,254 1,269
CURRENT ASSETS MENVE E
Due from subsidiaries [ R ENGIE ] 1,671,715 2,095,283
Other receivables and prepayments b fE W R IE K TR IR 899 1,095
Cash and cash equivalents RekBEeEEY 857,323 276,695
Total current assets MBEEBE 2,529,937 2,373,073
CURRENT LIABILITIES mENBAE
Due to subsidiaries AR = NGIE S - 122,110
Other payables and accruals HA e F IR R ERTE A 1,495 1,552
Total current liabilities mEaEER 1,495 123,662
NET CURRENT ASSETS MENE ERE 2,528,442 2,249,411
TOTAL ASSETS LESS CURRENT LIABILITIES REERMEBAER 2,529,696 2,250,680
Net assets BEFE 2,529,696 2,250,680
EQUITY s
Share capital iz 1,277,888 1,277,888
Reserves (note) & (HaE) 1,251,808 972,792
Total equity WESEE 2,529,696 2,250,680
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STATEMENT OF FINANCIAL POSITION OF THE 45. ARFZHHMRREHER (5
COMPANY (continued)
Note: et -
A summary of the Company's reserves is as follows: NTREARBIFERE
(Accumulated
Share losses)/
Share option Translation retained
premium reserve reserve profits Total
(RitER)/
REE BRERE ERRE RERA @t
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
FET FAT FET FAET FAET
At 1 January 2017 RZZ—t%—-A—H 1027637 = 23350 (308,308) 742,679
Total comprehensive income FAZERAEE
for the year - - - 227,940 227,940
Equity-settled share option R ERRER
arrangements - 2173 - = 2173
At 31 December 2017 and RZE—tF+=A
1 January 2018 =t-Bk
—£-\5—-A—H 1,027,637 2,173 23,350 (80,368) 972,792
Total comprehensive income FAZERAEE
for the year - - - 279,031 279,031
Transfer of share option reserve FBREE R I B
upon the forfeiture of share options ERERE - (15) - - (15)
At 31 December 2018 RZE-N\E+_A
=1+—H 1,027,637 2,158 23,350 198,663 1,251,808
The share option reserve comprises the fair value of share options granted B EREREC R E R AITE Z B
which are yet to be exercised, as further explained in the accounting policy ZRFE E—DFBERTEHRERMNFE24
for share-based payments in note 2.4 to the financial statements. The BRERMNFZEFHECKERE - FlEeES
amount will either be transferred to share capital when the related options BE TR (Z MBI T R ) SR
are exercised, or be transferred to retained profits should the related AR BT (M B RE B BR R fE S s o8 Uk )
options expire or be forfeited.
APPROVAL OF THE FINANCIAL STATEMENTS 46. HLEBIEHREK

The financial statements were approved and authorised for issue

by the board of directors on 29 March 2019.

MBBRRER-_F-HNE=A=-tNh
REEESH/EWRENE -
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FIVE YEAR FINANCIAL SUMMARY
LEMBYUE

A summary of the result and of the assets, liabilities and non-controlling NTARAAESEABETEMBEE CEENR
interests of the Group for the last five financial years, as extracted from the BE BENRIEERERME - BEERT
published audited financial statements and re-presented/reclassified as RS EE T8 s CEZVBHRE - WIELHE
appropriate, is set out below. EZEWREHOEERER -

Year ended 31 December

BEEt-A=t—-HLHEE

2018 2017 2016 2015 2014
—E-N\FE —ZT—+F TR —T-RF —T—NF
HKS$'000 HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET FET FET
(Re-presented) (Re-presented) (Re-presented) (Re-presented)
(E#H) (ER) (ER) (E#H)
RESULTS 3
REVENUE Wzs 300,710 260,970 250,156 303,276 57,092
PROFIT/(LOSS) BEFORE TAX  BEiATEF,/ (E518) 339,977 (23,714) (175,069) (30,484) 65,997
Income tax (expense)/credit  FHSR(F%), 4% (1,121) 28,394 45,719 (13,575) 39,584
PROFIT/(LOSS) FOR THE YEAR  E R F] / (E518) 338,856 4,680 (129,350) (44,059) 105,581
ASSETS, LIABILITIES AND NON-CONTROLLING BE  BERFERER
INTERESTS
As at 31 December
R+t=-A=+-~H
2018 2017 2016 2015 2014
—E-NE —E—+HF —T—RFE —T—HE —ZT-MNF
HK$’000 HKS'000 HKS'000 HKS'000 HKS'000
FHET FET F#ET FET F&r
Total assets BEE 4,339,175 4,217,128 3,922,103 6,327,545 7,961,825
Total liabilities maE (1,843,148) (1,997,129) (1,903,347) (3,959,661) (4,930,184)
Non-controlling interests FEZE RS - - - - (305,088)
2,496,027 2,219,999 2,018,756 2,367,884 2,753,553
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