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INTERIM RESULTS ANNOUNCEMENT
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FINANCIAL HIGHLIGHTS

* Revenue for the six months ended 30 June 2019 decreased by approximately 6.3% or
approximately RMB2.7 million to approximately RMB39.5 million compared to
approximately RMB42.2 million for the corresponding period in 2018.

*  Gross profit for the six months ended 30 June 2019 decreased by approximately 16.6%
or approximately RMB4.4 million to approximately RMB22.2 million compared to
approximately RMB26.6 million for the corresponding period in 2018.

*  Profit attributable to owners of the Company for the six months ended 30 June 2019
was approximately RMB6.0 million compared to the loss attributable to owners of the
Company of approximately RMB858,000 for the corresponding period in 2018.

*  Profit attributable to owners of the Company for the six months ended 30 June 2019
decreased by approximately 48.5% or approximately RMBS5.7 million to approximately
RMB6.0 million compared to profit attributable to owners of the Company excluding
one-off listing expenses of approximately RMB11.7 million for the corresponding
period in 2018.

* The Board does not recommend the payment of an interim dividend for the six months
ended 30 June 2019 (for the six months ended 30 June 2018: Nil).




The board (the “Board”) of directors (the “Directors”) of Tian Yuan Group Holdings Limited
(the “Company”) is pleased to announce the unaudited interim condensed consolidated results
of the Company and its subsidiaries (together referred to as the “Group”) for the six months
ended 30 June 2019 (the “Reporting Period”) together with the comparative figures for the
corresponding period in 2018.

Unless otherwise stated, the financial information of the Company in this announcement was
stated in Renminbi (“RMB”).

INTERIM CONDENSED CONSOLIDATED STATEMENTS
OF COMPREHENSIVE INCOME

For the six months ended 30 June 2019

(All amounts expressed in RMB unless otherwise stated)

Six months ended 30 June

2019 2018
Note RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue 4 39,522 42,157
Cost of sales (17,330) (15,557)
Gross profit 22,192 26,600
Other income 5 - 699
Other (losses)/gains — net 6 (2,106) 737
Selling and administrative expenses (6,766) (18,222)
Operating Profit 13,320 9,814
Finance income 73 —
Finance expenses (258) -
Finance expenses — net (185) -
Profit before income tax 13,135 9,814
Income tax expense 7 4,119) (6,120)
Profit for the period 9,016 3,694
Other comprehensive income for the period - -
Total comprehensive income for the period 9,016 3,694
Profit/(loss) and total comprehensive income
attributable to:
Owners of the Company 6,031 (858)
Non-controlling interests 2,985 4,552
9,016 3,694
Earnings/(losses) per share for profit/(loss)
attributable to owners of the Company
(expressed in RMB per share)
Basic and diluted 8 0.010 (0.0018)




INTERIM CONDENSED CONSOLIDATED BALANCE SHEET
As at 30 June 2019
(All amounts expressed in RMB unless otherwise stated)

As at As at
30 June 31 December
2019 2018
Note RMB’000 RMB’000
(Unaudited) (Audited)
Assets
Non-current assets
Property, plant and equipment 159,272 148,842
Right-of-use assets 1,048 -
Prepaid operating leases 43,323 44,118
Intangible assets 9,485 9,667
Prepayment 3,335 105
216,463 202,732
Current assets
Trade and other receivables 10 16,822 14,154
Amount due from a related party 10 2,479 149
Prepayments and other assets 684 1,276
Term deposits 2,767 1,773
Cash and cash equivalents 177,153 176,755
199,905 194,107
Total assets 416,368 396,839
EQUITY
Equity attributable to owners of the Company
Share capital 4,895 4,895
Share premium 224,078 231,878
Other reserves (20,652) (21,088)
Retained earnings 91,120 85,525
299,441 301,210
Non-controlling interests 51,153 70,668
Total equity 350,594 371,878




INTERIM CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

LIABILITIES

Non-current liabilities

Lease liabilities

Deferred income tax liabilities

Current liabilities

Other payables and accruals
Short-term borrowings
Contract liabilities

Current income tax liabilities
Lease liabilities

Total liabilities

Total equity and liabilities

As at As at

30 June 31 December

2019 2018

Note RMB’000 RMB’000
(Unaudited) (Audited)

576 -

308 308

884 308

11 18,661 17,263
40,000 -

1,794 1,854

3,949 5,536

486 —

64,890 24,653

65,774 24,961

416,368 396,839




NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

1 GENERAL INFORMATION

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

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

This interim condensed consolidated financial information (the “Interim Financial Information”) is
presented in RMB, unless otherwise stated. The Interim Financial Information was approved for issue by
the Board of Directors on 29 August 2019 and has not been audited.

2 BASIS OF PREPARATION

This Interim Financial Information for the six months ended 30 June 2019 has been prepared in accordance
with Hong Kong Accounting Standard 34 “Interim Financial Reporting” issued by Hong Kong Institute of
Certified Public Accountants (“HKICPA™). This Interim Financial Information should be read in
conjunction with the Company’s consolidated financial statements for the year ended 31 December 2018
(“2018 Financial Statements”), which have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the HKICPA, and public announcements made by the Group
during the interim reporting period.

3  ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the previous financial year and corresponding
interim reporting period, except for the adoption of new and amended standards as set out below.

(a) New and amended standards adopted by the Group

A number of new or amended standards became applicable for the current reporting period, and the
Group had to change its accounting policies and make retrospective adjustments as a result of adopting
HKFRS 16 Leases.

The impact of the adoption of the leasing standard and the new accounting policies are disclosed in
note 3(b) below. The other standards did not have any impact on the Group’s accounting policies and
did not require retrospective adjustments.



3

ACCOUNTING POLICIES (Continued)

(b) Changes in accounting policies

This note explains the impact of the adoption of HKFRS 16 Leases on the Group’s financial statements
and discloses the new accounting policies that have been applied from 1 January 2019.

The Group has adopted HKFRS 16 retrospectively from 1 January 2019, but has not restated
comparatives for the 2018 reporting period, as permitted under the specific transitional provisions in
the standard. The reclassifications and the adjustments arising from the new leasing rules are therefore
recognised in the opening balance sheet on 1 January 2019.

(@

Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised lease liabilities in relation to leases which had
previously been classified as ‘operating leases’ under the principles of HKAS 17 Leases. These
liabilities were measured at the present value of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 1 January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease liabilities on 1 January 2019 was 6.96%.

For leases previously classified as finance leases the entity recognised the carrying amount of the
lease asset and lease liability immediately before transition as the carrying amount of the right-
of-use asset and the lease liability at the date of initial application. The measurement principles
of HKFRS 16 are only applied after that date. The remeasurements to the lease liabilities were
recognised as adjustments to the related right-of-use assets immediately after the date of initial
application.

2019

RMB’000

(Unaudited)

Operating lease commitments disclosed as at 31 December 2018 (Audited) 1,504
Discounted using the lessee’s incremental borrowing rate at

the date of initial application 1,277

Lease liabilities recognised as at 1 January 2019 1,277

Of which are:

Current lease liabilities 486

Non-current lease liabilities 791

1,277
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ACCOUNTING POLICIES (Continued)

(b) Changes in accounting policies (Continued)

(@

Adjustments recognised on adoption of HKFRS 16 (Continued)

The associated right-of-use assets for property leases were measured on a retrospective basis as
if the new rules had always been applied. Other right-of-use assets were measured at the amount
equal to the lease liability, adjusted by the amount of any prepaid or accrued lease payments
relating to that lease recognised in the balance sheet as at 31 December 2018. There were no
onerous lease contracts that would have required an adjustment to the right-of-use assets at the

date of initial application.

The recognised right-of-use assets relate to the following types of assets:

Properties

Total right-of-use assets

30 June 2019 1 January 2019

RMB’000 RMB’000
(Unaudited) (Restated)
1,048 1,277

1,048 1,277

The change in accounting policy affected the following items in the balance sheet on 1 January

2019:
o right-of-use assets — increase by RMB1,277,000

o lease liabilities — increase by RMB 1,277,000

There is no impact on retained earnings on 1 January 2019.

<1> Impact on disclosures and earnings per share

Profit before income tax for the six months ended 30 June 2019 decreased by RMB 14,000,
while assets and liabilities as at 30 June 2019 increased by RMB1,048,000 and
RMB1,062,000 respectively as a result of the change in accounting policy.

There is no material impact for earnings per share for the six months ended 30 June 2019 as

a result of the adoption of HKFRS 16.

<2> Practical expedients applied

In applying HKFRS 16 for the first time, the Group has used the following practical

expedients permitted by the standard:

. the use of a single discount rate to a portfolio of leases with reasonably similar
characteristics

. reliance on previous assessments on whether leases are onerous

. the accounting for operating leases with a remaining lease term of less than 12 months

as at 1 January 2019 as short-term leases
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ACCOUNTING POLICIES (Continued)

(b) Changes in accounting policies (Continued)

(@

(ii)

Adjustments recognised on adoption of HKFRS 16 (Continued)
<2> Practical expedients applied (Continued)

. the exclusion of initial direct costs for the measurement of the right-of-use asset at the
date of initial application, and

. the use of hindsight in determining the lease term where the contract contains options
to extend or terminate the lease.

The Group has also elected not to reassess whether a contract is, or contains a lease at the
date of initial application. Instead, for contracts entered into before the transition date the
Group relied on its assessment made applying HKAS 17 and HKFRIC 4 Determining
whether an Arrangement contains a Lease.

The Group’s leasing activities and how these are accounted for

The Group leases certain properties. Rental contracts are typically made for fixed periods of 3—10
years. Lease terms are negotiated on an individual basis and contain a wide range of different
terms and conditions.

Until the 2018 financial year, leases of properties were classified as operating leases. Payments
made under operating leases (net of any incentives received from the lessor) were charged to
profit or loss on a straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as a right-of-use asset and a corresponding liability
at the date at which the leased asset is available for use by the Group. Each lease payment is
allocated between the liability and finance cost. The finance cost is charged to profit or loss over
the lease period so as to produce a constant periodic rate of interest on the remaining balance of
the liability for each period. The right-of-use asset is depreciated over the shorter of the asset’s
useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis.

Lease liabilities include the net present value of the following lease payments:

J fixed payments (including in-substance fixed payments), less any lease incentives
receivable

. variable lease payment that are based on an index or a rate

. amounts expected to be payable by the lessee under residual value guarantees

. the exercise price of a purchase option if the lessee is reasonably certain to exercise that
option, and

. payments of penalties for terminating the lease, if the lease term reflects the lessee

exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.

_8-—
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ACCOUNTING POLICIES (Continued)
(b) Changes in accounting policies (Continued)
(ii) The Group’s leasing activities and how these are accounted for (Continued)

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability

. any lease payments made at or before the commencement date less any lease incentives
received

o any initial direct costs, and

. restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term
of 12 months or less. Low-value assets comprise staff dormitory and small items of office
furniture.

Segment information

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

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

No geographical information is presented as all the revenue and operating profits of the Group are derived
in the PRC and all the operating assets of the Group are located in the PRC, which is considered as one
geographic location with similar risk and returns.



Segment information (Continued)

The revenue from external customers is mainly attributable to the PRC for the six months ended 30 June
2019 and 2018. Revenue from major services provided to the external customers are as follows:

Revenue from provision of uploading and unloading services
Rental income

Six months ended 30 June
2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)

37,229 39,486
2,293 2,671
39,522 42,157

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

as follows:

Customer A:
Customer B:
Customer C:

Six months ended 30 June
2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)

5,708 Not applicable*

Not applicable 5,476

4,083 Not applicable*

* The revenue of the particular customer was less than 10% of the Group’s revenue for the particular

period.

Other income

Income from the provision of guarantee and pledging of assets as
collaterals for certain banking facilities of a related party

Other (losses)/gains — net

Net foreign exchange (loss)/gain

Compensations paid for removal of fishing boats and factory
nearby the Group’s terminals

Gain on disposals of property, plant and equipment

Others

10—

Six months ended 30 June
2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)

- 699

Six months ended 30 June
2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)

(359) 439
(1,810) -
- 268

63 30
(2,106) 737




Income tax expense

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

No provision for Hong Kong profits tax was provided as the group entities did not have assessable profits in
Hong Kong during the six months ended 30 June 2019 and 2018.

The income tax provision of the Group in respect of its operations in mainland China has been calculated at
the applicable tax rate on the estimated assessable profits for the six months ended 30 June 2019 and 2018.

On 16 March 2007, the National People’s Congress approved the Corporate Income Tax Law of the PRC
(the “CIT Law”), which was effective from 1 January 2008. Under the CIT Law and the Implementation
Rules of the CIT Law, the standard tax rate of the PRC entities was 25% during the six months ended 30
June 2019 and 2018.

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

Six months ended 30 June
2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)

Current income tax:
PRC corporate income tax 4,119 6,099

Deferred income tax:
PRC corporate income tax - 21

4,119 6,120

—11 =
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Earnings/(losses) per share

(a) Basic

The basic earnings/(losses) per share is calculated on the profit/(loss) attributable to owners of the

Company by the weighted average number of ordinary shares in issue during the period.

Six months ended 30 June

2019 2018
(Unaudited) (Unaudited)
Profit/(loss) attributable to owners of the Company (RMB’000) 6,031 (858)
Weighted average number of ordinary shares in issue
(thousands shares) 600,000 475,500
Basic earnings/(losses) per share (expressed in RMB) 0.010 (0.0018)

(b) Diluted

Diluted earnings/(losses) per share presented is the same as the basic earnings/(losses) per share as
there were no potentially dilutive ordinary shares issued during the six months ended 30 June 2019

and 2018.

Dividends

The Board does not recommend the payment of an interim dividend for the six months ended 30 June 2019

(for the six months ended 30 June 2018: Nil).

Trade and Other Receivables and Amount Due from a Related Party

Trade receivables

Less: allowance for impairment of trade receivables -

Trade receivables — net

VAT recoverable
Note receivables — third parties
Other receivables — third parties

Amount due from a related party

As at As at

30 June 31 December
2019 2018
RMB’000 RMB’000
(Unaudited) (Audited)
11,371 8,998
11,371 8,998
3,212 2,660
1,480 1,877

759 619
16,822 14,154
2,479 149

—12 —



10 Trade and Other Receivables and Amount Due from a Related Party (Continued)

11

12

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

As at As at

30 June 31 December

2019 2018

RMB’000 RMB’000

(Unaudited) (Audited)

Less than 30 days 5,482 5,403

31 to 60 days 3,868 835

61 to 90 days 740 1,490

91 to 180 days 1,281 1,270

11,371 8,998

(b) The Group’s trade and other receivables and amount due from a related party at respective balance

sheet dates are denominated in RMB.
(c) As at 30 June 2019 and 31 December 2018, the fair values of trade and other receivables and amount

due from a related party approximate their carrying amounts due to their short-term maturities.

Other payables and accruals

As at As at
30 June 31 December
2019 2018
RMB’000 RMB’000
(Unaudited) (Audited)

Accrual for of Zhengyuan Terminal and acquisition of
property and equipment 8,806 6,282
Accrual for staff costs and allowances 2,881 5,074
Other payables and accruals 5,739 5,068
Other tax payables 1,235 839
Total 18,661 17,263

As at 30 June 2019 and 31 December 2018, the fair values of other payables and accruals approximate their

carrying amounts due to their short-term maturities.

Events after the balance sheet date

Save as to (i) the entering of a framework agreement in relation to supply of liquefied natural gas as
disclosed in the announcement of the Company dated 29 July 2019; and (ii) the engagement in trading of oil
related goods and products, from 30 June 2019 to the date of this announcement, there is no important event

affecting the Group.

13-



MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

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

Our principal services include:

(1) Bulk cargo uploading and unloading services. Our terminals are relatively adaptive and
able to handle a variety of non-containerised cargo. For the six months ended 30 June
2019, we mainly handled bulk cargo such as coal, quartz sand, oil products, grains,
asphalt and kaolinite as well as a small of portion of break bulk cargo and neo-bulk cargo;
and

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

To meet increasing requirements and expectations on production safety standards, the Group
has lifted its attention to balance between achieving higher production safety standards and
utilisation rate. During the six months ended 30 June 2019, the Group achieved a total cargo
throughput of approximately 1,828 thousand tonnes, representing a decrease of approximately
277 thousand tonnes or approximately 13.2% from approximately 2,105 thousand tonnes for
the corresponding period in 2018. The decrease was mainly due to lower throughput of oil
products, asphalt, quartz sand and grains recorded for the six months ended 30 June 2019
compared to the corresponding period in 2018. Lower throughput of oil products mainly
reflected a decrease in demand mainly due to slowdown of China’s economy and fluctuation
of prices of oil products. The decrease in throughput of asphalt was mainly due to a decrease
in demand mainly resulted from completion of certain local infrastructure projects in 2018.
The decrease in throughput of quartz sand was mainly affected temporarily by the impact of
local policies on mineral resources integration. The decrease in throughput of grains was
mainly due to the impact of African swine fever epidemics.

The average selling price of the cargo handling fees of the Group recorded for the six months
ended 30 June 2019 was slightly higher compared to the corresponding period in 2018.

During the six months ended 30 June 2019, the Group has continued to strengthen the
relationship with its existing key customers and further widen its customer base.

The construction of the new phase of Zhengyuan Terminal has been completed in the first
quarter of 2019 and a testing and trial run period of about six months has commenced in
March 2019.

During the Reporting Period, the Company has announced that the Group may enter into a
joint venture agreement with Fortune Oil PRC Holdings Limited to form a joint venture
company which is expected to engage in the businesses of international energy trading,
petrochemical trading and the investment in warehousing facilities which is located in
Zhanjiang, the PRC, subject to the terms of the joint venture agreement.

—14 -



Financial Review
Revenue

For the six months ended 30 June 2019, the revenue was approximately RMB39.5 million,
representing a decrease of approximately 6.3% compared to the corresponding period in 2018.
The decrease in revenue was attributable to a decrease in revenue from uploading and
unloading services and rental income.

Six months ended 30 June
Revenue 2019 2018 Changes
RMB’000 RMB’000 RMB’000 %

Revenue from uploading and

unloading services 37,229 39,486 (2,257) (5.7%)
Rental income 2,293 2,671 (378) (14.2%)
Total 39,522 42,157 (2,635) (6.3%)

For the six months ended 30 June 2019, our revenue from uploading and unloading services
decreased by approximately 5.7% compared to the corresponding period in 2018 to
approximately RMB37.2 million.

The decrease in the revenue from uploading and unloading services was mainly attributable to
a decrease in revenue generated from handling oil products, asphalt, quartz sand and grains,
which was partially offset by an increase in the revenue generated from handling coal,
kaolinite and others. The major types of cargos handled by the Group during the Reporting
Period were by and large the same as those for the corresponding period in 2018. The revenue
generated from the key customers were mainly depended on their demands for the relevant
types of cargos.

For the six months ended 30 June 2019, our rental income decreased by 14.2% compared to
the corresponding period in 2018. The decrease was mainly due to change of the use of a
warehouse to act as a transitory storage to cater customers’ demand and improve the efficiency
of the uploading and unloading services.

Cost of sales

Our cost of sales increased by approximately 11.4% from approximately RMB15.6 million for
the six months ended 30 June 2018 to approximately RMB17.3 million for the six months
ended 30 June 2019. This was primarily driven by an increase in employee benefit expenses
mainly due to an increase in salaries and an increase in depreciation of property, plant and
equipment.
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Gross Profit and Gross Profit Margin

The Group’s gross profit decreased by approximately 16.6% from approximately RMB26.6
million for the six months ended 30 June 2018 to approximately RMB22.2 million for the six
months ended 30 June 2019. The decrease in gross profit was mainly attributable to a decrease
in revenue from uploading and unloading services given total cargo throughput decreased by
approximately 13.2% and an increase in our cost of sales by approximately RMB1.8 million
driven mainly by an increase in employee benefit expenses and an increase in depreciation of
property, plant and equipment as mentioned above. These factors led to our gross profit
margin decreasing from approximately 63.1% for the six months ended 30 June 2018 to
approximately 56.2% for the six months ended 30 June 2019.

Other Income and Other (Losses)/Gains — Net

For the six months ended 30 June 2018, the Group’s other income primarily consists of
income from the provision of guarantee and pledging of assets as collaterals for certain
banking facilities of Maoming Tianyuan Trade Development Limited (“Maoming Tianyuan”),
a company established in the PRC and controlled by our controlling shareholder. For the six
months ended 30 June 2018, we recorded an aggregate guarantee fee of approximately
RMB699,000 for our provision of security for banking facilities of Maoming Tianyuan. This
was calculated with reference to a guarantee fee determined on a daily basis based on the
aggregated banking facilities of Maoming Tianyuan that were pledged or guaranteed by the
Group plus the equivalent daily interest rate for a three-month time deposit offered by the
Industrial and Commercial Bank of China. The guarantee and pledges provided by the Group
for the banking facilities granted to Maoming Tianyuan had been released before the
publication of the prospectus of the Company (the “Prospectus”) dated 18 May 2018.

For the six months ended 30 June 2019, other losses — net of approximately RMB2.1 million
(for the six months ended 30 June 2018: other gains — net of approximately RMB737,000)
consisted mainly of compensations paid for removal of fishing boats and factory nearby the
Group’s terminals, which were non-recurring expenses, and net foreign exchange loss.

Selling and Administrative Expenses

Selling and administrative expenses decreased from approximately RMB18.2 million for the
six months ended 30 June 2018 to approximately RMB6.8 million for the six months ended 30
June 2019, primarily attributable to no listing expenses incurred for the six months ended 30
June 2019 compared to an amount of approximately of RMB12.6 million listing expenses
charged to administrative expenses for the six months ended 30 June 2018. If the one-off
listing expenses were excluded from the administrative expenses for the six months ended 30
June 2018, the administrative expenses for the six months ended 30 June 2019 increased
mainly due to an increase in employee benefits expenses resulted from an increase in salaries
and payment of directors’ remuneration and an increase in professional service expenses.
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Finance Expenses — Net

Finance income consisted of bank interest income. Finance expenses mainly consisted of
interest expenses from bank borrowings and lease liabilities. The net finance expenses
incurred for the six months ended 30 June 2019 was mainly due to short-term bank borrowings
made during the Reporting Period.

Income Tax Expense

The Group’s income tax expense decreased by approximately 32.7% from approximately
RMB6.1 million for the six months ended 30 June 2018 to approximately RMB4.1 million for
the six months ended 30 June 2019. The decrease was mainly due to a decrease in the Group’s
profit before income tax for the six months ended 30 June 2019 compared to the Group’s
profit before income tax excluding listing expenses for the six months ended 30 June 2018 and
certain listing expenses were not deductible for tax purposes.

Profit/(Loss) Attributable to Owners of the Company

For the six months ended 30 June 2019, the Group’s profit attributable to owners of the
Company was approximately RMB6.0 million (for the six months ended 30 June 2018: a loss
attributable to owners of the Company of approximately RMB858,000). If the one-off listing
expenses of approximately RMB12.6 million charged to the profit or loss statement for the
corresponding period in 2018 was excluded, the profit attributable to owners of the Company
for the six months ended 30 June 2018 would be approximately RMB11.7 million.

The decrease in the profit attributable to owners of the Company for the six months ended 30
June 2019 was mainly due to a decrease in gross profit resulted from a decrease in revenue
and an increase in cost of sales as mentioned above; other losses — net was recorded during
the Reporting Period compared to other gains — net recorded for the corresponding period in
2018 as mentioned above; and an increase in selling and administrative expenses (one-off
listing expenses for the six months ended 30 June 2018 excluded) mainly driven by an
increase in employee benefits expenses and professional service expenses as mentioned above.

Liquidity and Financial Resources
Net Current Assets
The Group recorded net current assets of approximately RMB135.0 million as at 30 June

2019, while the net current assets as at 31 December 2018 was approximately RMB169.5
million.
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Borrowings and Gearing Ratio

The Group’s interest-bearing borrowings were approximately RMB40.0 million as at 30 June
2019 (as at 31 December 2018: Nil). The interest-bearing borrowings are expected to facilitate
the further development of the Group’s trade businesses and the investment to form a
proposed joint venture, which is expected to engage in the businesses of international energy
trading, petrochemical trading and the investment in warehousing facilities located in
Zhanjiang, the PRC. The Group’s interest-bearing borrowings were mainly denominated in
RMB. The Group’s interest-bearing borrowings of approximately RMB40.0 million were
repayable within 1 year. The gearing ratio (defined as total debt divided by total equity) was
approximately 11.4% as at 30 June 2019 (as at 31 December 2018: Nil).

Treasury Policy

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

Capital Structure

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

Significant Investments, Material Acquisitions and Disposals of Subsidiaries, Associates
and Joint Ventures

Save as to the proposed formation of a joint venture as disclosed in the announcement of the
Company dated 11 June 2019, there were no significant investments, material acquisitions or
disposals of subsidiaries, associates or joint ventures by the Group for the six months ended
30 June 2019 (for the six months ended 30 June 2018: Nil).

Pledge of Assets and Contingent Liabilities

As at 30 June 2019, the Group had certain pledged assets including certain land use rights, sea
area use rights and property, plant and equipment with the aggregated carrying amount of
RMB130.8 million as collateral for certain banking facilities of the Group granted by a PRC
bank (as at 31 December 2018: Nil).

Foreign Exchange Risk

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

The Group did not use derivative financial instruments to hedge against the volatility
associated with foreign currency transactions and other financial assets and liabilities arising

in the ordinary course of business during the Reporting Period (during the six months ended
30 June 2018: Same).

—18 -



Human Resources and Remuneration

As at 30 June 2019, the Group employed 231 employees (as at 30 June 2018: 222 employees)
with total staff costs of approximately RMB10.4 million incurred for the six months ended 30
June 2019 (for the six months ended 30 June 2018: approximately RMB&8.7 million). The
increase of staff costs of the Group was mainly due to increase in number of employees and
salaries and the payment of directors’ remuneration for the six months ended 30 June 2019
compared to the corresponding period in 2018. The Group’s remuneration packages are
generally structured with reference to market terms and individual merits.

Update on the application process for the state-owned land use right certificate

As disclosed in the announcement of the Company dated 3 May 2019, Tianyuan is still in the
process of applying for the state-owned land use right certificate for such parcel of land.
Tianyuan was informed by the relevant authority that the application is still pending for
approval and the process takes more time as there is insufficient record of this parcel of land
being kept by the authority, and the processing timeline is still uncertain. Despite of the
above, it does not have any impact on our business operation as the Company is not using it
for its terminal business and the said parcel of land had made no attributable revenue to the
Company during the Track Record Period (as defined in the Prospectus) up to the date of this
announcement. The Company will make announcement(s) on further progress in connection
with the above, as and when appropriate.

Interim Dividend

The Board of the Company does not recommend the payment of an interim dividend for the
six months ended 30 June 2019 (for the six months ended 30 June 2018: Nil).

Use of Net Proceeds from the Listing
The shares of the Company were listed on the Main Board of the Stock Exchange the
(“Listing”) on 1 June 2018 (the “Listing Date”) with actual net proceeds from share offer of

the Listing of approximately HK$49.9 million (equivalent to approximately RMB40.7 million)
(after deducting underwriting fees and commissions and related expenses).
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During the Reporting Period, the use of proceeds was in line with that disclosed in the
Prospectus. Uses of net proceeds as at 30 June 2019 were as follows:

Actual use of

Planned  Approximate proceeds from
use of  percentage of the Listing Date
proceeds net proceeds to 30 June 2019

RMB’000 % RMB’000
The construction of the new phase of Zhengyuan
Terminal and the purchase of additional equipment in
connection with such expansion 36,644 90% 21,588
Working capital and other general corporate purposes 4,072 10% 4,072
Total 40,716 100% 25,660

Future Plans for Material Investments or Capital Assets

Save for the business plan disclosed in the Prospectus or in this announcement, there was no
other plan for material investments or capital assets as at 30 June 2019.

Capital Commitments

As at 30 June 2019, the Group had capital commitments for acquisition of property, plant and
equipment amounting to approximately RMB21.4 million (as at 31 December 2018:
approximately RMB36.0 million).

Outlook and Prospects

The Group strives to continue to increase the cargo sources and diversify the cargo varieties
aiming to achieve a growth in cargo throughput. The Group will continue to improve the
operational efficiency by upgrading terminal facilities and equipment to enhance its
competitiveness.

The construction of the new phase of Zhengyuan Terminal has been completed in the first
quarter of 2019 and a testing and trial run period of about six months has commenced in
March 2019. The new phase of Zhengyuan Terminal is expected to be a major driving force
for the potential growth in the Group’s cargo throughput in future.

The Group will continue to develop its trade businesses, which are expected to increase the

revenue streams of the Group and benefit the Group’s businesses of the uploading and
unloading services and the value-added port services.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
Corporate Governance

The Board recognizes the importance of good corporate governance standards and internal
procedures so as to achieve effective accountability and enhance shareholders’ value. The
Board is of the opinion that the Company has complied with applicable code provisions of the
Corporate Governance Code (the “CG Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules™) since 1
January 2019 and up to 30 June 2019, except for:

1. Code provision A.2.1 which requires the roles of chairman and chief executive to be
separate and not to be performed by the same individual. The Board is of the view that
there is adequate balance of power and authority in place as all major decisions have been
made in discussion among Board members and appropriate Board committees. In
addition, there are three independent non-executive Directors on the Board offering their
experiences, expertise, independent advice and views to the Board’s affairs from different
perspectives. Therefore, it is in the best interest of the Company that Mr. Yang Jinming,
with his in-depth knowledge in the businesses and extensive experience of the operations
of the Group, shall assume his dual capacity as the Chairman and Chief Executive Officer.

2. Code provision C.2.5 which requires the issuer should have an internal audit function.
The Company does not establish a standalone internal audit department, however, the
Board has put in place adequate measures to perform the internal audit function in relation
to different aspects including (i) the Board has established formal arrangements to apply
financial reporting and internal control principles in accounting and financial matters to
ensure compliance with the Listing Rules and all relevant laws and regulations and (ii)
the Company proposes to engage an external consultant to perform an internal review on
the scope determined by the audit committee (the “Audit Committee”) in the second half
of the year. Taking into account the size and complexity of the operations of the Group,
the Company considers that the existing organisation structure and close supervision by
the management can maintain sufficient risk management and internal control of the
Group. However, the Board will review the need to set up an internal audit function from
time to time and may set up an internal audit team if the need arises.

Purchase, Sale or Redemption of the Company’s Listed Securities

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
listed securities of the Company throughout the six months ended 30 June 2019.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules (the “Model Code”) as its code of
conduct regarding directors’ securities transactions. Having made specific enquiry of all
Directors, each of them confirmed that he/she has complied in full with the Model Code for
the six months ended 30 June 2019.
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Important Events after the Reporting Period

Save as to (i) the entering of a framework agreement in relation to supply of liquefied natural
gas as disclosed in the announcement of the Company dated 29 July 2019; and (i1) the
engagement in trading of oil related goods and products, there is no important event
subsequent to 30 June 2019 and up to the date of this announcement.

Audit Committee and Review of Interim Results

The Company has an Audit Committee with written terms of reference in compliance with
Rule 3.22 of the Listing Rules and provision C3.3 of the CG Code. The Audit Committee
consists of three independent non-executive Directors, namely Mr. Pang Hon Chung (as
chairman), Professor Wu Jinwen and Mr. Huang Yaohui. The Audit Committee has reviewed
the unaudited interim results of the Company for the six months ended 30 June 2019 and is of
the view that the preparation of the unaudited interim results has complied with applicable
accounting standards and requirements.

The Audit Committee has reviewed unaudited interim results for the six months ended 30 June
2019 with the Company’s management and this announcement. The Audit Committee has no
disagreement with the accounting treatment adopted by the Company.

Publication of Interim Results and Interim Report

This interim results announcement is published on the Company’s website at
www.tianyuangroupholdings.com and the Stock Exchange’s website at www.hkexnews.hk.
The 2019 Interim Report will be despatched to the shareholders of the Company in due course
and will be available on the above websites.

Appreciation

The Board would like to express its sincere gratitude to the management of the Group and all
the staff for their hard work and dedication, as well as the shareholders of the Company,
business partners and other professional parties for their continuous support to the Group
throughout the Reporting Period.

By order of the Board
Tian Yuan Group Holdings Limited
Yang Jinming
Chairman

Hong Kong, 29 August 2019
As at the date of this announcement, the executive Directors are Mr Yang Jinming,
Ms Tong Wai Man and Mr Su Baihan, the non-executive Director is Mr Yang Fan, and the

independent non-executive Directors are Mr Pang Hon Chung, Professor Wu Jinwen and
Mr Huang Yaohui.
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