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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

BRSSP M B E R FRRE

Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

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

INTRODUCTION

We have reviewed the interim financial information set out on pages 6 to
38 which comprises the condensed consolidated statement of financial
position of Kai Yuan Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) as at 30 June 2020 and the related condensed consolidated
statement of profit or loss, comprehensive income, changes in equity and
cash flows for the six-month period then ended, and explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 Interim Financial
Reporting (“HKAS 34") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA”"). The directors of the Company are responsible
for the preparation and presentation of this interim financial information
in accordance with HKAS 34. Our responsibility is to express a conclusion
on this interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.
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SCOPE OF REVIEW

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

CONCLUSION

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

Ernst & Young
Certified Public Accountants

Hong Kong

24 August 2020
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
EEGS P HRRER

For the six months ended 30 June 2020
BHE-Z-_TFA=+HI@EA

For the six months ended 30 June

BEAA=tHLAMEA

2020 2019
—ECEH —E-NF
(Unaudited) (Unaudited)
(REER) (REEZ)
Notes HK$’000 HKS$'000
HsF FEx FEr
REVENUE I zs 4 35,635 111,126
Cost of sales SHE AR (60,720) (95,275)
Gross (loss)/profit (E8])/EH (25,085) 15,851
Other income and gains H A A R M zs 4 20,348 8,526
Other expenses HihfAs (549) (108)
Administrative expenses THRY (14,538) (17,116)
Finance costs & R A (20,860) (23,413)
Share of loss of an associate e B & N Rl 1R (2,490) =
LOSS BEFORE TAX BRI AIE 1B 5 (43,174) (16,260)
Income tax credit i e 6 9,600 1,588
LOSS FOR THE PERIOD &R (33,574) (14,672)
Attributable to: A TS
Owners of the Company RARHEAA (33,574) (14,672)
Non-controlling interests JEPE RS _ _
(33,574) (14,672)
LOSS PER SHARE ATTRIBUTABLE TO ARAEBEREEA
ORDINARY EQUITY HOLDERS FEL BRREE
OF THE COMPANY 8
Basic and diluted BEARAREE
~ For loss for the period —SEMEEmE (HK0.26 centsEAll)  (HKO.11 cents/1l)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FEGEPHEERER

For the six months ended 30 June 2020
HEZZ-THFA=+HI@ER

For the six months ended 30 June

BEANA=+THLEREAR

2020 2019
—ECRFE —ZE-hF
(Unaudited) (Unaudited)
(REHEX) (REEEZ)
HK$’000 HKS'000
FET FHEIT
LOSS FOR THE PERIOD HifT g5 18 (33,574) (14,672)
OTHER COMPREHENSIVE INCOME/(LOSS) Hih2mBA (&)
Other comprehensive loss to be reclassified ~ REZBHBGEENHBEBRIRZ
to statement of profit or loss in subsequent Eﬁﬁ%@}gﬂﬁ :
periods:
Cash flow hedges: MEMEE I -
Effective portion of changes in fair value of ~ BANESE 2 ¥ T AR F{E
hedging instruments arising during the S BUES
period (4,728) (318)
Reclassification adjustments for loss included  ABR4z &8 R 2 EIB 2
in the consolidated statement of profit or EFOIAAE
loss 1,427 6,358
Income tax effect Frigtis & 825 (1,872)
(2,476) 4,168
Exchange differences on translation of MEIEINETEFIE A EH Z58
foreign operations (6,866) (11,300)
Net other comprehensive loss to be HEeBRgeEssBeEake
reclassified to statement of profit or loss EmEmEEFE
in subsequent periods (9,342) (7132)
Other comprehensive income that will not be REBHBM TS EFNHEEBERZ
reclassified to profit or loss in subsequent HEm2mEmUWA :
periods:
Equity investment designated at fair value BEEAFEFAEMEARAZ
through other comprehensive income: BAERE - i
Restoration to original cost for the HERBBERRZRERNES
investment subsequently becoming [ 3R B A
an associate 10,637 =
Net other comprehensive income that will not REZEIB TS EHMHEEBRER S
be reclassified to profit or loss Hith2mBAFE
in subsequent periods 10,637 -
OTHER COMPREHENSIVE INCOME/(LOSS) HEEM2EEA (EE)
FOR THE PERIOD, NET OF TAX (BHMEHE) 1,295 (7,132)
TOTAL COMPREHENSIVE LOSS FOR HREEERRE
THE PERIOD (32,279) (21,804)
Attributable to: AN REM -
Owners of the Company ARAEE A (32,279) (21,804)
Non-controlling interests e AR HE A = 7
(32,279) (21,804)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ERAGRE P MBI ER=

As at 30 June 2020
RZZEZZTFA=1+H

30 June 31 December
2020 2019
—E-EF —ZT-NEF
AA=+tH +t=ZA=1+—H
(Unaudited) (Audited)
(REEEXR) (&®iz)
Notes HK$’000 HKS$000
HtaF FET FET
NON-CURRENT ASSETS SEMEBNEE
Property, plant and equipment ME - BE MR E 9 2,795,640 2,814,235
Right-of-use assets BREEE 2,939 3,845
Intangible assets EmEAE 251 298
Investment in an associate REFE N ZIRE 10 34,694 =
Equity investment designated at fair value FEERAFER A KA
through other comprehensive income ZHBAZBRAKZE 10 = 13,799
Long-term prepayments REITE IR - 5,444
Loan to an associate R TEHEARCER 20(b) 155,808 =
Deferred tax assets BT IBEE 16 22,157 12,351
Total non-current assets IEMBEELE 3,011,489 2,849,972
CURRENT ASSETS mENEE
Inventories FE 852 957
Trade receivables FEUBEZX 11 1,176 12,798
Loan receivables EUE R 12 10,003 35,000
Prepayment, other receivables and TERTRRIE - A fth EUCRRIE
other assets MEAMEE 28,599 35,374
Loan to an associate REFHEQRZERK 20(b) 41,577 =
Pledged deposits BEMER 13 30,196 38,801
Cash and cash equivalents RekBEeEEY 1,033,533 1,237,219
Total current assets MEVEEBE 1,145,936 1,360,149
Total assets BERAE 4,157,425 4,210,121
CURRENT LIABILITIES mEEE
Trade payables FERTRR K 14 1,712 2,619
Other payables and accruals H A IBERERTER 41,754 62,052
Derivative financial instruments PTESRTA 7,715 1,059
Lease liabilities HEaRE 1,772 1,788
Interest-bearing bank borrowings FTRRITEE 15 1,481,735 -
Tax payable FERTRRIE = 1,182
Total current liabilities mEN B BB 1,534,688 68,700
NET CURRENT (LIABILITIES)/ASSETS mE(aE) BEEE (388,752) 1,291,449
TOTAL ASSETS LESS CURRENT LIABILITIES BMEERRDAE 2,622,737 4,141,421
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
BEAER S P MBI R (F

As at 30 June 2020
RZEZTFA=1H

30 June 31 December

2020 2019

—EEF —E-NF

NAB=+H +=—A=+—H

(Unaudited) (Audited)

(REER) (&5E%)

Notes HKS’000 HKS'000

it FETT FET

TOTAL ASSETS LESS CURRENT LIABILITIES BEERTEEE 2,622,737 4,141,421
NON-CURRENT LIABILITIES EmEaE

Interest-bearing bank borrowings S RBRTEE 15 - 1,480,951

Deferred tax liabilities FEIEFIEBE 16 230,966 232,170

Lease liabilities HERE 1,211 2,145

Derivative financial instruments PTEEBMTA - 3,316

Total non-current liabilities MBI B EERE 232,177 1,718,582

Net assets BEFE 2,390,560 2,422,839

EQUITY B

Share capital B 17 1,277,888 1,277,888

Reserves s 1,112,672 1,144,951

Total equity w4 2,390,560 2,422,839

BRIERERAT | 2020 EvhgE O



INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BRGRSTERE B R

For the six months ended 30 June 2020
BHE-Z-_TFA=+HI@EA

Fair value

reserve of

financial

assets at

fair value

through

Share other
Issued Share option Hedging comprehensive  Translation Retained Total
capital premium* reserve* reserve* income* reserve* profits* equity

_ ) Bhi S4ueE) ) \
BRGEE  BSEE BB M AVERR  BR fE Rues
HK$'000 HK§'000 HK§'000 HK§'000 HK§000 HK$'000 HK§'000 HKS'000
BT FAr TR T Th B FhE PR

131 December 2019 auditeq) ME-NE+-A=+-A
(f2H) 1,277,888 1,027,637 2,158 (4,006) (10,637) (151,080) 280,879 2,422,839
Loss for the period HEER - - - - - - (33,574) (33,574)
Other comprehensive income for te period SEApRERA
Cash flow heciges,net oftax Rensin
(R - - ® (2476) ® 2 ® (2476)
Restoration to ariginalcost or the equity B BRE N ARATE
investment atfair value through other SARMEENA A
comprehensive income subsequently REDEZRARNA
becaming an associte,net oftax (BHaE) - - - - 10637 - - 10,637
Bxchange diffrences on ranglation BEENSRmRET,
of foreign operatons EiZE - - - - - (6,366) - (6,866)
Totel comprehensiveloss or OREERER
the period - - - (2,476) 10,637 (6,866) (33,574) (32,219)
At30 June 2020 unaucited) R-R-SE A=1E
(REZR) 1,277,888 1,027,637 2,158 (6,482) - (157,946) 247,305 2,390,560
Share
Issued Share option Hedging Translation Retained Total
capital premium reserve reserve reserve profits equity
BEARA RiEE L ik 7GR REET BagE
HKS'000 HKS000 HKs000 HKS'000 HKS000 HKS000 HKs000
TiEr AL AL TAL AL T T
At 31 December 2018 (audited) R-B-N\E+-fA=1-H
(BZ1) 1,277,888 1,027,637 2158 (7525) (115,625) 311,494 2496,027
Loss for the period HEEE = 5 S 5 = (14672) (14672)
Other comprehensive loss for RN ERE
the period:
Cash flow hedges, net of tax BERENR(ENRRE) = s = 4168 = = 4,168
Exchange differences on translation BERNFERELZER
of foreiqn operations =8 - - - 3 (11,300) = (11,300
Total comprehensive loss for BHsAERAR
the period - - - 4168 (11,300) (14672) (21,804)
At30 June 2019 (unaudited) RZE-NERA=TH
(REEZR) 1277888 1027637 2,158 (3357) (126925) 296,822 2474273
@ These reserve accounts comprise the consolidated reserves of & I RER B IR RS P EF I Rk
HK$1,112,672,000 (31 December 2019: HK$1,144,951,000) in the interim WER & [ 1#1,112,672, oooﬁ%Sn:( E-hF
condensed consolidated statement of financial position. +=A=+—H :1,144,951,000/T) °
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
AR EFHRERER

Forthe six months ended 30 June 2020
HEZZ-THFA=+HI@ER

For the six months ended 30 June

BZEANA=1+HILAEA
2020 2019
—ECEHF ZE-NF
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Note HK$’000 HKS$000
HtaE FET FHEIT
CASH FLOWS FROM OPERATING ACTIVITIES RERELEB2EERE
Loss before tax BriATE 1B (43,174) (16,260)
Adjustments for: ICYEH AT % -
Finance costs B AR 20,860 23,413
Share of loss of an associate FE(REE = N AR 2,490 =
Interest income from loan to R THE QR
an associate Bz BEWA (2,644) =
Depreciation of property, plant and ME - BERREITE
equipment 10 17,761 18,324
Depreciation of right-of-use assets FREEEITE 905 700
Amortisation of intangible assets 28 A 46 62
(3,756) 26,239
Decrease/(increase) in inventories TFERL,/(35Gm) 105 (13)
Decrease/(increase) in trade receivables FEURBRFOR A (38 n) 11,622 (24,438)
Decrease in loan receivables JE U S Rk 24,997 160,000
Decrease/(increase) in prepayment, other  FEATFRIE  H ith fE Y 3018 [
receivables and other assets Hab&EmR LD,/ (380) 6,775 (3.216)
Decrease/(increase) in trade payables FEMTBR TR A,/ (3 ) (907) 1,381
Decrease/(increase) in other payables and  E fih fE {5 7018 & fE=+ & FR
accruals w3 n) (20,187) 15,174
Cash generated from operations SIBEARIR S 18,649 175,127
Hong Kong profits tax paid BENBEENEH (1,236) =
French profits tax paid EANEB TS - (1,685)
Refund of Luxembourg profits tax BAAEBNEREHREH
prepayment in a previous period 2R = 5
Net cash flows generated from KRETBAEREMEIFHE
operating activities 17,413 173,447
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
HRGEPHEERERE

For the six months ended 30 June 2020
BHE-Z-_TFA=+HI@EA

For the six months ended 30 June

BE~A=1tHL~EA

2020 2019
—ECEH —E-NF
(Unaudited) (Unaudited)
(REEX) (REEEZ)
HK$’000 HKS$000
FET FEIT
Net cash flows generated from KEEBFBRESREFHE
operating activities 17,413 173,447
CASH FLOWS FROM INVESTING ACTIVITIES ~ RBIREEBZEERE
Purchases of property, plant and BEWE - WEREE
equipment (4,919) (4,411)
Acquisition of an associate g a NG (8,075) -
Increase in loan to an associate RETFEHE QG 2 EHRIEM (194,741) =
Net cash flows used in investing activities R&E/ZHFFARE RS /F5E (207,735) (4,411)
CASH FLOWS FROM FINANCING ACTIVITIES RE BB EBZIRERE
Decrease in pledged time deposits EEBTE TR 8,605 =
Principal portion of lease payments HENFAEE S (948) (3,068)
Interest paid BAFE (20,187) (23,633)
Net cash flows used in financing activities R E/EENATAIR SR E %5 (12,530) (26,701)
NET (DECREASE)/INCREASE INCASH AND  IR& RIBRE&ZEWORD),
CASH EQUIVALENTS 1 AHEE (202,852) 142,335
Cash and cash equivalents at HyRE KB eEEY
beginning of the period 1,237,219 1,097,590
Effect of foreign exchange rate MRS H) o EFE
changes, net (834) (1,594)
CASH AND CASH EQUIVALENTS HERR[ERREEED
AT END OF THE PERIOD 1,033,533 1,238,331

1 2 Kai Yuan Holdings Limited | Interim Report 2020



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
SRS P B E R et

2.1

CORPORATE INFORMATION

The interim condensed consolidated financial information were
approved and authorised for issue by the board of directors on
24 August 2020.

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The address of the registered office of the Company is Victoria
Place, 5th floor, 31 Victoria Street, Hamilton HM 10, Bermuda, and
the principal place of business is 28th floor, Chinachem Century
Tower, 178 Gloucester Road, Wanchai, Hong Kong.

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in hotel operation and money
lending during the six months ended 30 June 2020 (the “Period").

BASIS OF PREPARATION

The interim condensed consolidated financial information
for the six months ended 30 June 2020 has been prepared in
accordance with HKAS 34 Interim Financial Reporting. The interim
condensed consolidated financial information does not include
all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s
annual consolidated financial statements for the year ended
31 December 2019.

As at 30 June 2020, the Group’s current liabilities exceeded its
current assets by HK$388,752,000. The directors are of the opinion
that the Group will have sufficient cash flows for its foreseeable
future operations (at least 12 months from the date of the interim
condensed consolidated financial information), and concluded
that a going concern basis was appropriate when preparing
the financial information, after taking into consideration of the
followings:

Affected by the outbreak and widespread of COVID-19
pandemic, the Group could not fulfill certain financial
ratio required in the financing arrangement of the
EUR175,000,000 (equivalent to HK$1,481,735,000) bank
borrowings and, therefore, the bank borrowings have
been presented as current liabilities in the interim
condensed consolidated statement of financial position.
The Group is in the process to negotiate a waiver from
the lenders and the formal response from the lenders is
still outstanding as of the date of approval of the interim
condensed consolidated financial information. When the
formal waiver is available, the bank borrowings will be
classified as non-current liabilities; and

2.1

For the six months ended 30 June 2020
HEZZ-THFA=+HI@ER

REEHR
BRGATHMPBENCR_Z_F
FANA-THBAEEESHERKE
i) -

RABDREREEFMA I ZERR
EREERF - ERORBBEER
SHERAR(TBRA]) £/ - AR
A7 3 = & s sk A Victoria Place, 5th
floor, 31 Victoria Street, Hamilton HM 10,
Bermuda * F EEEMBA BB B ET
H T 7857 MM 40 EI5 2818 o

ARREBEBRREER - REE
—EC_EFRAZTHEREAAR
HED  EMBARTERIEER
ERBMERE -

L E %
BE_Z_ZTFXA=THLREA
ZEAGETHMBENESRES
BERTERIEME (PR FHE ]
wmE - BRSSP HYBERLTE
REEVMBRRBREMBIEANEH
EEEEE UREAEEHE T
—AEFT_A=+—HULFBZFE
RAMBHRER—HRIE -

HE-_ZTZ-_TFA=Z1+H ££H
2B B EEBE B & E388,752,000/%
Lo BEERABANEEBEZHV RS
ME - BRUAEMARRK(EBBHES
FHE S E R B BRI R D12 A) &
B#E UKRERTIRIBEETE
RREECERERUVBERBRE
k-

ZER0IBRESHERB
MEBRERET  AEEKEE
5 4 175,000,000 BL 28 (4 & R
1,481,735,000/8 L) $RITIEE 2 Bb
BLRRATREZE TH B R
RE  BERTEETEAME
REBEEP P BRI ERE
AERESARE AELEERIER
BERAEFISKELRE M
R R 4R G P HIBF 75 & BHL &
HE  MABEERAZIER
O%F #ZEREABRRE &
BIRTTIEEBDEAERIE
& &

BRIERERAR | 2020 ErhimE 13



2.1 BASIS OF PREPARATION (continued) 2.1
An entity owned by Mr. Du Shuang Hua, who in turn is a
shareholder deemed to be interested in approximately
5.54% of the issued share capital of the Company, has
committed to provide financial support to enable the
Group to meet its liabilities when they fall due in the
foreseeable future (at least 12 months from the date of the
interim condensed consolidated financial information).

2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2

DISCLOSURES

The accounting policies adopted in the preparation of the

interim condensed consolidated financial information are
consistent with those applied in the preparation of the Group's

annual consolidated financial statements for the year ended

31 December 2019, except for the adoption of the following

revised Hong Kong Financial Reporting Standards (“HKFRSs") for

the first time for the current period’s financial information.

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform

Amendment to HKFRS 16 Covid-19 — Related Rent

Concessions
Amendments to HKAS 1 and Definition of Material
HKAS 8

While the adoption of some of the 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.
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SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has two reportable
operating segments (six months ended 30 June 2019: two) as
follows:

(a) the hotel operation segment engaged in 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
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment loss,
which is a measure of adjusted loss before tax. The adjusted loss
before tax is measured consistently with the Group’s loss before
tax except that bank interest income, interest income from loan to
an associate, share of loss of an associate and corporate and other
unallocated expenses are excluded from such measurement.

7 ERE#
AEBRIBEFIE M 2 B R RF K E
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A=+tHLIEAREAR - miE) :
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3. SEGMENT INFORMATION (continued) 3. oHERE

The following tables present revenue and profit information for TREVNAEBKELEDHORRER
the Group's operating segments for the six months ended 30 June —ECERFER_F-NFAA=TH
2020 and 2019, respectively. WEAREA 2 W RaFlER -
Hotel Money
Six months ended 30 June 2020 operation lending Total
—E_ZTHFEXA=1+HIAEAR BIE RS mMEXEK st
HK$’000 HKS’000 HKS$’000
FET FET FET
Revenue Wz
Sales to external customers MINBEFHE 34,728 907 35,635
Results ¥E
Segment (loss)/profit DB (E51R), (43,168) 420 (42,748)
Reconciliation R
Bank interest income HRITHEWA 7,614
Interest income from loantoan (R FHEE QAT ZER
associate Z R BN 2,644
Share of loss of an associate JE(L B A RIE 1R (2,490)
Corporate and other unallocated AR M EML AR D AR
expenses (8,194)
Loss before tax TR RS 1B (43,174)
Hotel Money
Six months ended 30 June 2019 operation lending Total
ZE-NFARAAZTHLEREA B S BhE T st
HKS'000 HKS'000 HKS$000
FET FHEIT FAEIT
Revenue Wz
Sales to external customers RN R fHE 108,462 2,664 111,126
Results B4
Segment (loss)/profit D EB(ESIR ), (17,717) 2,345 (15,372)
Reconciliation HhE
Bank interest income HRITAE A 7,163
Corporate and other unallocated AT R E A D ACH X
expenses (8,051)
Loss before tax PR RTES I8 (16,260)
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4.

REVENUE, OTHER INCOME AND GAINS 4.

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

s - Rt AR Bz
W - HA A RIS AT :

For the six months ended 30 June

BEANA=+THIEREA

2020 2019
—E-EF ZE-NF
(Unaudited) (Unaudited)
(REER) (REFEZ)
HK$’000 HKS'000
FET FET
Revenue &3
Rendering of services REIRS 34,728 108,462
Interest income B YA 907 2,664
35,635 111,126
Other income Hig A
Rental income EEUWA 1,069 1,361
Bank interest income HRITHEHA 7,614 7,163
Interest income from loan to RIEFHENRZERZ
an associate A EWA 2,644 =
11,327 8,524
Gains Y=
Business interruption compensation HEBHEREE 8,917 =
Others =) 104 2
9,021 2
20,348 8,526
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4, REVENUE, OTHER INCOME AND GAINS (continued) 4,
The disaggregation of the Group’s revenue from contracts with
customers, including rendering of services above, for the six
months ended 30 June 2020 and 2019, respectively, are as follows:

Wi - Httl AR W= (E)
REBE_ZT_ZEFR_FT-NLFKA
=TREREA  XEBZEFPAH
YWas (B Lt e RS ) 2 Bl &l 5 an
T

For the six months ended 30 June

BEAA=THILEAREA

2020 2019
—ECEE —E—hEF
(Unaudited) (Unaudited)
(REEX) (REgE=Z)
HK$’000 HKS$000
FET FEIT
Type of services i &%t
Rendering of accommodation services REEERS 26,426 86,951
Rendering of catering services IRMHEERIRTE 6,389 19,854
Rendering of travel agency services REIRITH RS 1,718 1,167
Rendering of laundry services K RS 195 490
Total revenue from contracts with customers BEAHWEAARE 34,728 108,462
Geographical markets E T 5
France and total revenue from contracts with EEREP AN
customers 1A EE 34,728 108,462
Timing of revenue recognition I = R R
Services transferred over time and total revenue  ARFGTE — ER B &) A 2
from contracts with customers BREPAHWE
kL 34,728 108,462

Total revenue from contracts with customers can be directly

reconciled to the segment revenue of the hotel operation in

note 3.
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LOSS BEFORE TAX

The Group's loss before tax is arrived at after charging:

BRBLAIE 18
RNEE BB ATEE T EHRIATIE
B :

For the six months ended 30 June

BEAA=THIEAMEA

2020 2019

—E-FF —ENEF

(Unaudited) (Unaudited)

(REER) (REEEZ)

HK$’000 HKS000

FET FET

Cost of hotel service B AR T K AN 42,959 76,951
Depreciation of property, plant and equipment 1% - B E RREITE 17,761 18,324
Depreciation of right-of-use assets FREEETE 905 700
Amortisation of intangible assets EREES 46 62
Foreign exchange differences, net BE 3,3 =5 549 108

INCOME TAX CREDIT
The major components of income tax credit for the six months
ended 30 June 2020 and 2019 are as follows:

FrigBiig s
HE_Z_2Fk_F—NLEFEXA
Zt+HEEANEAFRSHERZEEE
pan UNNE

For the six months ended 30 June

BEANA=THIEREA

2020 2019
g et 35 —E-NF
(Unaudited) (Unaudited)
(REER) (RigEZ)
HK$’000 HKS$'000
FHETT FET

Current income tax: BVERPRIS T -
Hong Kong BE - 106
Luxembourg ERE = 42
Under-provision in prior period BESEBETR 54 =
Deferred income tax EREPTIS TR (9,654) (1,736)
Income tax credit for the period HAFEI S T 2 (9,600) (1,588)

Hong Kong profits tax has been provided at the rate of 16.5% (six
months ended 30 June 2019: 16.5%) on the estimated assessable
profits arising in Hong Kong during the Period, except for one
subsidiary of the Group which is a qualifying entity under the two-
tiered profits tax rates regime. The first HK$2,000,000 (six months
ended 30 June 2019: HK$2,000,000) of assessable profits of this
subsidiary are taxed at 8.25% and the remaining assessable profits
are taxed at 16.5%. Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the countries in
which the Group operates.

BAENGEHRBEHAEEBEE 2
FHERFR R IR R 1650( = —NF
ANAZTHIEARER 16.5%) BE -
AEBBET—FHEBRAR(HEAMER
REMREI T 2B EREE)RI o 1t
BB A &) B 2,000,000 L (ZE— N F
NAZ=Z+HBIENMEA 200000058 T)
2 FE BT %k N3R8.25% %0 K EHE R 1 -
FR T FE R B B3R 16.5% 8 KRR
H o HBRZ ERF s ERAEE
EEMERR CRITHEETEHIE
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INCOME TAX CREDIT (continued)

The provision for Mainland China current income tax should be
based on the statutory rate of 25% (six months ended 30 June
2019: 25%) of the assessable profits of the Group's subsidiaries in
Mainland China as determined in accordance with the relevant
income tax rules and regulations of the PRC Corporate Income Tax
Law, which came into effect on 1 January 2008. No provision for
Mainland China current income tax has been made, as the Group
does not have any assessable profit arising in Mainland China.

The provision of French current income tax was based on the rate
of 28% (six months ended 30 June 2019: 28%) of the estimated
assessable profits arising during the Period. The tax rates effective
for the coming years in France are as follows:

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

and afterwards

The provision of Luxembourg’s current income tax is based on the
rate of 29.22% (six months ended 30 June 2019: 29.22%) of the
estimated assessable profits arising during the Period.

DIVIDENDS

The directors of the Company do not recommend the payment of
any dividend in respect of the Period (six months ended 30 June
2019: Nil).
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LOSS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

The calculation of the basic loss per share amount is based on
the loss for the Period attributable to ordinary equity holders of
the Company, and the weighted average number of ordinary
shares of 12,778,880,000 (six months ended 30 June 2019:
12,778,880,000) in issue during the Period.

The calculation of the diluted loss per share amount is based on
the loss for the Period attributable to ordinary equity holders of
the Company. The weighted average number of ordinary shares
used in the calculation is the number of ordinary shares in issue
during the Period, as used in the loss 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 loss per share
amounts presented for the six months ended 30 June 2020 and
2019, respectively, in respect of a dilution as the impact of the
share options had an anti-dilutive effect on the basic loss per
share amounts presented.

The calculations of basic and diluted loss per share amounts are
based on:

AP EBREEEAELS
REE
EREABESEDIREAQNAY
BESHEBEABEBGHHREBEBEUR
BHRNBBTLTREKRMNEFHRK
12,778,880,0000%( —E—HENA =+
B iE7SME A ¢ 12,778,880,0000% )51 & o

BEREFTERSBIREARFER
BafAARGHABETE -8
BF P {66 P 22 & 3 B DN S 18 B B R
EEREESMERZIHANEHETE
BB ARBRRAEAECES
FEZEBREARITERERSE
388 P T 4B 31T 2 R BN HE S 15
2 o

TEABE T -NAFAAA=THL
NEAEE2HRBREABESHE
HEERE RAABREZZEY
EERIBREAEREBELRE

A=A
/@Ej = °

SREARBEFREBIREST
B

For the six months ended 30 June

BEAA=THILEAEA

2020 2019
— —FNF
(Unaudited) (Unaudited)

(REE®) (RIEEZ)

Loss (HK$’000) EE(FET)

Loss attributable to ordinary equity holders of FA{EsT & G AR E AN [ 58
the Company, used in the basic and diluted ~ E518 2 AR A 7] & i@

loss per share calculation 5B AL E 1S (33,574) (14,672)
Number of shares (’000) RGEE (F&)

Weighted average number of ordinary shares F{Ezt EFIRENE R
in issue during the Period used in the basic ~ ZBiAE 377 E@A%

loss per share calculation DNHE 19 {25 12,778,880 12,778,880
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PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group
acquired items of property, plant and equipment with a cost of
HK$4,919,000 (six months ended 30 June 2019: HK$4,411,000).
Depreciation for items of property, plant and equipment was
HKS$17,761,000 during the Period (six months ended 30 June 2019:
HK$18,324,000).

No significant property, plant and equipment were disposed of by
the Group during the six months ended 30 June 2020 (six months
ended 30 June 2019: Nil).

At 30 June 2020, certain of the Group’s hotel properties with
a net carrying amount of approximately HK$2,758,709,000
(31 December 2019: approximately HK$2,775,680,000) were
pledged to secure general banking facilities granted to the Group
(note 15).
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10.

11.

*

INVESTMENT IN AN ASSOCIATE

Particulars of the material associate are as follows:

10.

Place of

Particulars incorporation/
of issued registration and

REE QT2 RE
BEEREERRFBOT ¢

Percentage of
ownership
interest
attributable

Name shares held business to the Group Principal activity
FBERT FMRL/ BR FEEEGESRE
28 BHFEE St RER EREI TEEHR
RMB000
AERETT

Beijing Chemical Reaction Engineering
Science & Technology Co., Ltd.

L REBERRERAT

of RMB1 each

BRARE T

Registered capital The PRC/
Mainland China
AMRA B, A

37.125 Manufacture and
sale of chemical
products

FERHENRT
Efm

The Group's shareholding in the associate is held through a
wholly-owned subsidiary of the Company.

On 18 December 2018 and 3 March 2020, the Group acquired
6.25% (the “First tranche”, previously classified as equity
investment designated at fair value through other comprehensive
income) and 30.875% (the "Second Tranche”) equity interests
of Ik F AR BMR QA (Beijing Chemical Reaction
Engineering Science & Technology Co., Ltd.*), respectively, and
gained significant influence through such step acquisition.

AEERGRABERB ZBETES
ARRETEENBERRFE -

RZE—N\F+_A+N\BRZ-ZZZ
TF=ZA=ZH  AEESHREIL R
IR RHE B R R A)6.25% 00 ([ 55—
AR RADBEAKBTERAFER
AH M EEWA Z AR E ) K%30875%
PiE([EZHiRE])  TEB LMD
PR EHEEEATES

TRADE RECEIVABLES 1. BEWERN
An ageing analysis of trade receivables as at the end of the NFEHELEER  RBE P
reporting period, based on the invoice date and net of loss g EWEF(DHBREBERE) 2B
allowance, is as follows: BOIT -
30 June 31 December
2020 2019
g g 35 —E-NEF
AA=+H +ZA=+—H
(Unaudited) (Audited)
(REX) (Fe&%)
HK$’000 HKS'000
FHETT FET
Within 1 month 1E A LAR - 8,621
1to 3 months 1Z231E A 11 1,531
Over 3 months 3MEAME 1,165 2,646
1,176 12,798
For identification purposes only & EHE5
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12. LOAN RECEIVABLES 12. BERWER
30 June 31 December
2020 2019
—E2-FF —E-NF
ANA=+H +t=ZA=+—H
(Unaudited) (Audited)
(REEX) (I&EZ)
HK$’000 HKS'000
FET FEIT
Loan receivables JE U B 3R 10,003 35,000
The Group’s loan receivables, which arise from the money AEBZEREFREEDBIRMIK
lending business of providing mortgage loans in Hong Kong, are BERZBER - ELABITEE -
denominated in Hong Kong dollars.
Loan receivables are secured by collaterals providing by EREFHAEFPRERH 2 ERMER
customers, bear interest and are repayable within fixed terms o REYIREREFHEZEEFH
agreed with the customers. i -
13. PLEDGED DEPOSITS 13. 2EHFEFER
30 June 31 December
2020 2019
—B-FF —E-NF
ANA=+tH +t=ZA=1+—H
(Unaudited) (Audited)
(REEX) (JFE=Z)
HK$’000 HKS'000
FET FE&T
Pledged deposits BT 30,196 38,801

As at 30 June 2020 and 31 December 2019, the pledged deposits
represent the time deposits pledged to secure repayment of
interests arising from interest-bearing bank borrowings.

24 Kai Yuan Holdings Limited | Interim Report 2020

R-F-FEAA=TAR=FT N
E+=A=+—8 BDEMFREE
(R 2 B - HARB MR
BIRITIE BT £ 2 F B 2 IR -



14.

15.

TRADE PAYABLES

The trade payables are non-interest-bearing and are normally
settled on 30-day terms. The trade payables have no significant
balances with ageing over one year based on the invoice date.
The Group has financial risk management policies in place to
ensure that all payables are paid within the credit timeframe.

INTEREST-BEARING BANK BORROWINGS

On 14 October 2019, the Group renewed loans of EUR175,000,000
from Societe Generale Corporate & Investment Banking, which
bear interest at the three-month Europe Interbank Offered Rate
("EURIBOR") plus 2.2%, and will be repaid on 14 October 2024.
However, as detailed in note 2.1, the Group could not fulfill
certain financial ratio and therefore, the bank borrowings have
been presented as current liabilities in the interim condensed
consolidated statement of financial position. The loans were
pledged by the Group's hotel property situated in France, which
had an aggregate carrying value of HK$2,758,709,000 as at 30 June
2020 (31 December 2019: HK$2,775,680,000).

At 30 June 2020 and 31 December 2019, the Group had an
interest rate swap agreement in place with a notional amount
of EUR175,000,000 whereby it received interest at a variable rate
equal to EURIBOR on the notional amount and paid interest at a
fixed rate of 0.19%.

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

14.

15.

FEAS BR =X

ERBRERABTEE &*ﬁ%\ﬁ%oam
Tt IRBEEAHEE - EAERRI
?ﬁﬁ%&a@—iZiﬁ,\aﬁéﬁ KEHE
REVHEBERRER  UERE
ERRBEBANMEERRRER -

SFERITEE
R-ZF-AF+AtTHAE  AKEEHE

#& H [A Societe Generale Corporate &

Investment Banking f& A Z 175,000,000
BZEEXR  FEEXRER=EABRTE
ﬁﬁﬁlﬂ%ﬁmﬂuzz%aﬁu Y HR—F
ZHWHFETATHBER AT - HA
Mer2 At - REERER S TE

HHERBRTE - BRERTEETIEMR
R4 A R BB B RER 25 AR
Bad LMEFRUAAREBRMRER
ZBEYEERTE  RZZE_ZTF X
A=+R %BEWMEZEARES
2,758,709,000 L ( ZE— N F+ = A
=-+—H :2,775680,000/&7T) °

R_E_EFXA=Z+HE=-E—AN
F+—-/F=+—8 - Z’»‘%ﬂi?%
F £ %/5175,000,0008 & 2 A RIS H &
BBt AEEREBESEILAE
KRBT ERIRITRIZERE ZEEJJ%IJW&
A8 - WIEEE B ZE019% I FI8

tiiEREOREEEREDIA
EEHAHARIFHAEERERMEZ R
RESRHERAR - FBERE
REN X RE OB FHERERGRK -
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16. DEFERRED TAX 16. EZEFHIE

The components of deferred tax assets and liabilities are as BEMBEERBE AR OT
follows:
30 June 31 December
2020 2019
gt 35 —E-NF
ARA=tH +tZHA=+—H
(Unaudited) (Audited)
(REEX) (&&#EZz)
HKS’000 HKS'000
FET FET
Deferred tax assets: BEFIBEE

Cash flow hedges RETEL 1,929 1,094

Losses available for offsetting against Al AR R R BRI ) 2
future taxable profits-France E5iE — A= 24,858 16,520
26,787 17,614
30 June 31 December
2020 2019
—EC-BE —E-NF
AA=tH +tZHA=1+—H
(Unaudited) (Audited)
(REEEXR) (e #|iz)
HK$’000 HKS'000
FET FET

Deferred tax liabilities: B IEAE
Fair value adjustments from acquisition WEEBB ARIFTELZ

of subsidiaries N EFE 230,966 232,170
Others Hih 4,630 5,263
235,596 237,433
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16. DEFERRED TAX (continued)

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

statement of financial position.

16. EIEBIE(E)
HRE2IME  ETERENRBEERAE
ERERRE PRV BRNBRRTIEH -

30 June 31 December

2020 2019

—B-EF —ZE-NEF

AA=+H +—A=+—H

(Unaudited) (Audited)

(REEZR) (T iz)

HK$’000 HKS$000

FET FET
Net deferred tax assets recognised in the REIRRAR A P BRBT ISR
interim condensed consolidated statement ¥Rk T HER Z IRIET 1B

of financial position BEFE 22,157 12,351
Net deferred tax liabilities recognised in the R f§BR4R4E T HABA SRR
interim condensed consolidated statement  ¥Rx P HER 2 IEIEBIE

of financial position BfEFE 230,966 232,170

17. ISSUED CAPITAL

17. BERBITRA

Number of shares Share capital
RHEE TN
30 June 31 December 30 June 31 December
2020 2019 2020 2019
RCEF “ENE st 22 “E-hF
RAZ+HB +TZA=1-H ARA=tTH TZA=1-H
‘000 ‘000 HK$’000 HKS'000
FE R FET FET
Ordinary shares of HK$0.10 each BIREEI0ETL

Authorised ETE 20,000,000 20,000,000 2,000,000 2,000,000
Issued and fully paid ERTRER 12,778,880 12,778,880 1,277,888 1,277,888
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18.

SHARE OPTION SCHEME

Pursuant to a resolution passed on 17 May 2012 (the “Effective
Date”), the Company adopted a new share option scheme
(the “2012 Option Scheme”), which is for the purpose of
providing incentives or rewards to eligible participants for their
contributions to the Group and/or 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 may grant options to eligible employees, directors,
suppliers, customers or consultants of the Company and its
subsidiaries, to subscribe for shares in the Company. The 2012
Option Scheme will remain in force for 10 years from 17 May 2012.

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, 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. Upon acceptance of the option, the grantee
shall pay HKS$1.00 to the Company by way of consideration for the
grant. Unless otherwise determined by the directors at their sole
discretion, there is no requirement of a minimum period for which
an option must be held before it can be exercised.

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 general meeting with the
proposed eligible participant and his associates abstaining from
voting.
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18.

SHARE OPTION SCHEME (continued) 18. B E(&)
An option may be exercised in accordance with the terms of the BREREEAURE-_Z——FEBR
2012 Option Scheme at any time during a period as the Board may BAEZIES  RES0BHHE
in its absolute discretion determine which shall not be more than SR 2z B R P T ] BeR R AT O BB AR
10 years from the date of grant of the option and subject to the MEFTIE B R B BB AT NS
provisions of early termination thereof and the Board may provide B0 - WASRATR LG ATR
restrictions on the exercise of an option. - BEESE AR EEBITERR
12 BRI o
Pursuant to the 2012 Option Scheme, the Company granted RZE—+E+-_A+HB  AQFR
145,780,000 shares options to eligible participants on BT _FERETEREERRHE
15 December 2017. AT $%H145,780,0000% BE AL HE
The following share options were outstanding under the 2012 A THE-ZE— —FERETE
Option Scheme during the Period: T BRERMARITE
Closing price
Exercise per share
price before
Forfeited/ per share the date
At Granted Exercised Lapsed Outstanding  (subject to on which
1 January during during during as at  anti-dilutive  the options
Grantees 2020  thePeriod  thePeriod  thePeriod 30June2020 adjustment) were granted
R
i ZBCEE BROEE BhRE
k-t 223 Bkl AAZTR  (TERE  REAMA
RRA —-A-H R HRTE P31 HRTE BRE) SRUTE
‘000 ‘000 ‘000 ‘000 ‘000 HK$ HK$
R R R i i A A
Directors Bz
Mr. Xue Jian BREL 127,780 - - - 127,780 0.100 0.047
Mr. Law Wing Chi, Stephen 7k E 554 10,000 - - - 10,000 0.100 0.047
Employees E&
Other employees EfEE 7,000 - - - 7,000 0.100 0.047
144,780 - - - 144,780
Exercisable at the B 178
end of the period 144,780 144,780
Weighted average exercise &R IIETH
price per share (HKS) IEE(ET) 0.1
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18.

19.

SHARE OPTION SCHEME (continued)

No share options were exercised during the Period (2019: Nil).

At the end of the Period, the Company had 144,780,000 share
options outstanding under the 2012 Option 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.

At the date of approval of these interim condensed consolidated
financial information, the Company had 144,780,000
(31 December 2019: 144,780,000) share options outstanding
under the 2012 Option Scheme, which represented 1.13% (31
December 2019: 1.13%) of the Company’s shares in issue. At
the date of approval of these interim condensed consolidated
financial information, the total number of ordinary shares
available for issue under the 2012 Option Scheme was
1,277,887,980 shares (31 December 2019: 1,132,107,980), which
represented 10% (31 December 2019: approximately 8.86%) of the
Company'’s shares in issue.

CAPITAL COMMITMENTS
At the end of the reporting period, the Group did not have any
significant capital commitments (31 December 2019: Nil).
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19.

BB ()

R EEREETE(ZE—NF
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RAMEEER ARFRE-_T——

FEERRFEET 2T 2575 144,780,0000% BE i%
RERARITHE © *Eﬁ%ZIK"ﬁEEH%ZH§$
28 - 1_\§5Ifﬂﬁr']ﬂif‘f@ﬁ%ﬂx%ﬁ
BRI EAINEE 1T 144,780,000 A A 7] & B
A% - ibu%%z&,w&ooo;‘%i&%ﬁﬁl\%
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20. RELATED PARTY TRANSACTIONS AND BALANCES 20. BBMALIRZRES

(a) Related party transactions (a) BEHALRS
In addition to the transactions detailed elsewhere in Eﬁ%$ﬂ7fﬁf§ﬂﬁ@ﬁﬁ“ﬁﬁﬁt
this financial information, the Group had the following LG  REBREAE H
transactions with related parties during the Period: Bt A TETIATRS ¢

For the six months ended 30 June

BEAA=Z+THLEXEA

2020 2019
—ECEH —E-hnF
(Unaudited) (Unaudited)
(REEX) (RigE=Z)
HK$’000 HKS'000
FET TETT
An associate: /NS
Interest income FLEU A 2,644 =
(b)  Outstanding balances with related parties (b) EHEF HﬁfkiZfﬁﬁlﬁﬁ%
The Group had an outstanding loan of RMB180,000,000 RBEPHLEE $ £ H
and interest receivable of RMB2,426,000 receivable from BB EEZAN 7 RTAR
an associate totalling RMB182,426,000 (equivalent to ¥ 180,000,000 7T K & HSZ B
HK$197,385,000) (31 December 2019: Nil) as at the end A R ¥ 242060007 + & H )\
of the reporting period. This balance was secured by R # 182,426,000 7T ( *H N
collaterals provided by the associate, bearing interest rate 197,385,000 7T ) ( = jl E
of 6.0% per annum and repayable from April 2021 to April == — A ?ﬁ)
2023 by installments. ﬁ%ﬂﬂﬁ@gﬂﬁﬁ%ﬁﬁjﬁfﬁZﬁWﬁ:

TR - RELX60%TE - A
AR_FE_—FHNAE-—FT-=
FOASHEER -
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20. RELATED PARTY TRANSACTIONS AND BALANCES 20.

(continued)

(c) Compensation of key management personnel of the
Group
The remuneration of key management personnel during
the Period was as follows:

BAEE A LR 5 RERR(5)

(c)

FEEXTEEE AR ZHRM

FEBBEABRBAZHH W
-

For the six months ended 30 June

BEAA=THLEREA

2020 2019

—2-FF —E-NF

(Unaudited) (Unaudited)

(REEX) (REgEZ)

HK$’000 HKS'000

FET FEIT

Short term employee benefits i E B R A 1,980 1,980

Post-employment benefits BRI R A 18 18
Total compensation paid to key ENEEEEAEZ

management personnel N s 1,998 1,998

Having due regard to the substance of the relationships,
the directors of the Company are of the opinion that
meaningful information relating to related party
disclosures has been adequately disclosed.
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21.

FAIR VALUE AND FAIR VALUE HIERARCHYOF 21. 2R IEBEZ2ATFERAFE
FINANCIAL INSTRUMENTS & 4%
The carrying amounts and fair values of the Group's and the TRITRAKEB R ARGz T A
Company'’s financial instruments, other than those with carrying JEAELATE(EEDERAFE
amounts that reasonably approximate to fair values, are as BIBEEERIN) :
follows:
Carrying amounts Fair values
HREE AEE
30 June 31 December 30 June 31 December
2020 2019 2020 2019
- ZENF - “FNF
~B=tH +-A=+-H ~B=1H +-A=+-8H
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&&EZ) (REER) (&)
HK$’000 HKS'000 HK$’000 HKS'000
FET BT FET FET
Financial assets tREE
Loan to an associate RETHZ QA
ZER 155,808 - 154,762 -
Equity investment BERRATFERA
designated at fair HzmB Az
value through other RAIEE
comprehensive income - 13,799 - 13,799
155,808 13,799 154,762 13,799
Financial liabilities EREE
Derivative financial TTHESMIA
instruments 7,715 4375 7,715 4,375

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, the current portion of loan to an associate
and the current portion of interest-bearing bank borrowings
and the current portion of lease liabilities 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 carrying amounts due to their floating
interest rates.

BEEDNE NSRRI RAFE: B
EhBEEEEY BEAEX BK
B3 BWER - BAERR - 5tATE
NHIE - Htt R FRIBEREMEEZ
TREE ST AEMBENKALER
ERzemEE RETHEARZ
ERZENBE D ARG BRITEEZ
BmoRHEAB RS - A
AEEAFEEKREERS  TER
A& L TEHRERREE] -

REBEEEEMENE  ARKRIHE
REB - U AKEFBRITEEF
BIEE D 2 R EEERmERES -
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21.

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

Management has assessed that the fair values of the non-current
portion of lease liabilities of the Group approximate to their
carrying amounts due to their carrying amounts are present value
and internal rates of return are close to rates currently available
for instruments with similar terms, credit risk and remaining
maturities.

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

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

The fair values of the non-current portion of lease liabilities have
been calculated by discounting the expected future cash flows
using rates currently available for instruments with similar terms,
credit risk and remaining maturities. The changes in fair value as a
result of the Group’s own non-performance risk for lease liabilities
as at 30 June 2020 and 31 December 2019 were assessed to be
insignificant.

The fair value of non-current portion of loan to an associate has
been calculated by discounting the expected future cash flow
using rates currently available for instruments with similar terms,
credit risk and remaining maturities. The difference between the
carrying amount and fair value of this financial liability was not
significant.

34 Kai Yuan Holdings Limited | Interim Report 2020

21.

ERMITAZAFERLXFE
B &)
EEEFEAREHEAEIANYRN
DZAFEEHKREERSE  REZ
HEFmERZRE - BAOEHR R
BEBBELGER - EERR R ERFEH
ZTRZBITEREE

AEBEZEEMBEER BT HEEER
B HEBTERIAQNFEFEZ
BEEEF -  CEVBEFEZRM
BREREZZEGER - REE®R
TEHH eEBHBEBREsMERT
HAZEBEEY YEEHESHAER
ZEBRARE - HEHVHRER
B R4t

TREERABZAFERAZTAR
BREXZ7 (MIFREALBFRHEE)E
AXZTNZARXRZERAR - AR
ERATIDERBRRMEERFE :

HES GBI 2 A FEIZAS
BUUER - EERREFHSBTFHCTA
ZRITEARIE - BRBHARRE SR
BAAHE RZZTB-ZEX A=
AR-—E-AE+—A=+—0H " gtH
EBEME  AEEXRHF 2 TEHRR
s s A ESEETEREN

RETHEQRR 2EFIENRIS 22
FEIZARRLUGER - FERRMF
BEH TR ZRTERME - MR
BHIARKRSREZTAFE - BT
MEERAEREQATFENZEETK -



21.

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

The fair values of equity investments designated at fair value
through other comprehensive income have been estimated using
the market approach. If there is a recent observed transaction for
the same investment and the price can be directly determined,
the fair values are estimated based on the observed price.
Otherwise, the directors will determine comparable public
companies (peers) based on industry, size, leverage and strategy,
and to calculate an appropriate price multiple, such as price
to book value (“P/B") multiple, for each comparable company
identified. The multiple is calculated by dividing the enterprise
value of the comparable company by net assets. The trading
multiple is then discounted for considerations such as illiquidity
based on company-specific facts and circumstances. The
discounted multiple is applied to the corresponding net assets
of the unlisted equity investments to measure the fair value. The
directors believe that the estimated fair values resulting from the
valuation technique, which are recorded in the interim condensed
consolidated statement of financial position, and the related
changes in fair values, which are recorded in other comprehensive
income, are reasonable, and that they were the most appropriate
values.

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.

21.

ERMITAZAFERLXFE
B (e
EEREAFEFARMBEEEAZBRA
REZAFECREBERMSEGEE
MR- HREBOHEABEMER 5 AER
AERET  ATEERSREABESR
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BRI EREEBRNAEEREE -
REBRBEARZHFEFERBN - WL
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21. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)
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 2019

2. ERITAZAFERLXFE

B &% ()
TRIHAEBSRTI A N TFER
ERE&

BAVEHABZEMEE
R-B-AF+ZA=1+—H

Fair value measurement using

ERNTRIEETAFEFE

Significant Significant
Quoted price in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
BRI L BARAIEBE SANAHEE
B AR A BE
(B—%&) (=) (B=/) wst
HKS'000 HKS'000 HKS'000 HKS'000
TF&T FET FET TFET
Equity investments EBERAYE
designated at fair T AEA
value through other  2EIA
comprehensive ZRAIEE
income = = 13,799 13,799

Set out below is a summary of significant unobservable inputs to
the valuation together with a quantitative sensitivity analysis as at
31 December 2019:

FREAR-F-—AE+=A=+—
P 2 2 AR A R B A K
BB R RSB

Valuation Significant Sensitivity of
technique unobservable input  Range fair value to the input
BANAHE NHESE AR
EER B A BUR &[] GURE
Equity investment Valuation Average P/B 2019: 5% increase/decrease
designated at fair multiples multiple of peers 1.0x-1.7x would result increase/

value through other
comprehensive income

BERAFERFAREM  (HERER CESS2I RS
EEBAZBEAKE

Discount for
lliquidity

MBI E

36 Kai Yuan Holdings Limited | Interim Report 2020

decrease in fair value by

5%
—T-NEF T/ THE% G S EE
1.0x-1.7x RFE LA TEE%
2019: 5% increase/decrease
19%-30% would result decrease/

increase in fair value 6.3%
—E—NF: EF S THE% G S EE
19%-30% RFEETH® EFA6.3%



21.

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

Financial assets measured at fair value

The movements in fair value measurements within Level 3 during
the Period are as follows:

21, ERMIAZAVFERLFE
B (E)
BAVENRZSMEE

HAE=RRNFEAEZZEFHNT

Equity investment
designated at fair
value through other
comprehensive income

BERATFETA

H 2 EBRA

ZREKE

(Unaudited)

(R EZ)

HKS'000

TFET

At 1 January 2020 R—ZE-—FF—HF—H 13,799
Restoration to original cost for the HIB A& N a2 18 & BIE ZE R R

investment subsequently becoming
an associate 10,637
Classified to investment in an associate D AAREIE QA B ZIXE (24,436)

As at 30 June 2020 R-ZB-_ZTFXA=+H —

Financial liabilities measured at fair value
As at 30 June 2020

BRATFEIEZERERS
R-EBE-ZEEAXA=1+H

Fair value measurement using

ERAUTRRETAFETGE

Significant Significant

Quoted price in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

EEmIEZ BEAUEE EXTUEE

HwE WA BB WA BE
(F—%) (F=#) (E=5) HE
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REHEZR)
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHET FHET

Derivative financial MEemITA

instruments - 7,715 - 7,715
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21.

22,

23.

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

Financial liabilities measured at fair value

As at 31 December 2019

21.

EMIRZAFERAFE
B (e

BATENEZSRMAMS
R-Z—AF+=-A=+—8H

Fair value measurement using

FRUTRIEETATESE

Significant Significant

Quoted price in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

TEERTS BAAIEIE EANAHER

HiE AR A BUE
(B—&) (B=H) (B=/) st
(Audited) (Audited) (Audited) (Audited)
(REZ) (REZ) (&&EZ) (R&EZ)
HK$000 HKS'000 HKS'000 HKS000
T F#ET FHET T

Derivative financial TEEMIA

instruments = 4,375 = 4,375
During the Period, there were no transfers of fair value HA - BenEERERBEBENS -

measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 for both financial assets and financial liabilities
(six months ended 30 June 2019: Nil).

IMPACT OF COVID-19

Affected by the outbreak and widespread of COVID-19 pandemic,
the Paris Marriott Hotel has been closed since 17 March 2020
and may reopen in September 2020, subject to the then
circumstances. As a result, revenue from the hotel operation
segment in note 3 decreased significantly during the Period. The
Group will continue to monitor the development of COVID-19
pandemic and will assess its impact on the operations and
financial performance of the Group.

EVENTS AFTER THE REPORTING PERIOD
To the date of approval of the financial information, there is no
material subsequent event undertaken by the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

INTERIM DIVIDEND

The Board does not recommend the payment of interim dividend in
respect of the Period (six months ended 30 June 2019: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

Overview

For the six months ended 30 June 2020 (the “Period"), the revenue of
the Group amounted to approximately HK$35.6 million, representing a
decrease of approximately 67.9% from approximately HK$111.1 million
for the six months ended 30 June 2019 (the “Comparing Period”). The
significant decline in revenue of the Group during the Period was mainly
attributable to the significant decrease in revenue contributed by the
Paris Marriott Hotel Champs-Elysées (“Paris Marriott Hotel”) of the hotel
operation segment, as well as the decrease in revenue generated from
the money lending segment. The decrease in revenue of the hotel
operation segment for the Period was mainly attributable to the decrease
in revenue contributed by the Paris Marriott Hotel, as the hotel has been
closed temporarily since 17 March 2020 as the result of the outbreak of
the coronavirus disease in France.

During the Period, the Paris Marriott Hotel received a one-off net
insurance compensation of approximately HK$8.9 million on the business
interruption caused by the Yellow Vest Movement. The Group also
recorded a loan interest income of approximately HK$2.6 million from
loan to an associate. Both the insurance compensation and the interest
income from loan to an associate were recorded as the other income
during the Period. As the result of the outbreak of the coronavirus disease,
government subsidies had been made available to the Paris Marriott
Hotel in Paris, France, as well as to the Group’s operation in Hong Kong.
The Group applied the government subsidies to reduce the operational
costs in both France and Hong Kong, respectively. During the Period, the
Group shared a loss of approximately HKS$2.5 million from the investment
in an associate, as the associate was still in the construction phase.

The Group recorded a loss for the Period of approximately HK$33.6
million, as compared to a loss of approximately HK$14.7 million for the
Comparing Period. The increase in the loss for the Period was mainly
attributable to the significant decline in revenue and the absence of gross
profit at the Paris Marriott Hotel during the Period, as the hotel has been
closed temporarily since 17 March 2020 as the result of the outbreak of
the coronavirus disease in France.

BEEENWE D

As at 30 June 2020
RZZEZZEFA=1H

AR A
ExeTERRNAHEFHARE(ZF—N
FRA=ZTRHIREAR : £#) -

EEENWERDN

¥ EIRE

BE

BE-_Z-_ZTFA=1+HIt/NAR ([ AH
1) - NEE 2 a7 4%935600,000/8 7T © 8
BE-_Z—hAhFENAZ+BLEAEA(TAE
LLEHART J) £9111,100,00078 7T T B 4967.9% ©
BN AEBZKERETBEEEZRNBEL
&> &6 T Paris Marriott Hotel Champs-Elysées
([ Paris Marriott Hotel |) AT & Bf 2 Y 2 K i@ Uk
Do NERERE XS 2 Was RSB A P
B o AHRAGEEE D BB R EEHR
V2 B )% B T IR 7R B B8 Bl Paris Marriott Hotel B
—E-ZTFEZA+-AREEEE - HERParis
Marriott Hotel T & BA 2 48 a508 D FT B

BRI - Paris Marriott Hotel 3t [ & D178 | 3|
B EBPEHMES X HRBEEFEY
8,900,000/ 7T © A - ANEE ISR IR 4 T B
ERARIZERZERH B WAL 2,600,000
T HAA - RERBRERRETHE QAR ZER
ZHBRAH AR ABEMUA o ERNRE BT
REIR 0 JEBIE22Paris Marriott Hotel & AN &
L BBEBHERHBITMYE - AEBEEIL
BRERITHEEARRE AR R E B M 2 &
BN o HIN - AEBREREE QG ZERE
Z FE(R B8 /5492,500,000/8 7T © RA A
ERRDEREERE

AEB 2 B E 8 A& #933,600,000/8 7T + 1A
& b 8 B R Bl 815 B 4B 49 14,700,000 T © 7N
BN EEERN ARG EBRESRE
Paris Marriott Hotel B —E &= A ++H
HE(FEE - #5ZParis Marriott Hotel 2 HAR Uk
7 A8 Tk B3 A ] B F AT B o
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Loss attributable to the owners of the Company for the Period was
approximately HK$33.6 million, as compared to the loss of approximately
HK$14.7 million for the Comparing Period. The basic and diluted loss per
share of the Company for the Period was HK0.26 cents, as compared to
the loss per share of HK0.11 cents for the Comparing Period.

The total non-current assets of the Group as at 30 June 2020 amounted
to approximately HK$3,011.5 million, representing an increase of
approximately 5.7% from approximately HK$2,850.0 million as at
31 December 2019. The increase in the total non-current assets of
the Group during the Period was mainly due to the recognition of an
investment in an associate and a loan to an associate of RMB180.0
million (equivalent to approximately HK$194.7 million). The total current
assets of the Group as at 30 June 2020 amounted to approximately
HKS$1,145.9 million, representing a decrease of approximately 15.7% from
approximately HK$1,360.1 million as at 31 December 2019. The decrease
in the total current assets of the Group during the Period was mainly
due to the reduction in the cash and cash equivalents as the result of
the provision of a loan to an associate of RMB180.0 million (equivalent to
approximately HK$194.7 million) and the reduction in trade receivables
and loan receivables.

The total current liabilities of the Group as at 30 June 2020 amounted
to approximately HK$1,534.7 million, representing an increase of
approximately 2,133.9% from approximately HK$68.7 million as at
31 December 2019. The increase in the total current liabilities of the
Group during the Period was mainly due to the classification of the
interest-bearing bank borrowings of EUR175.0 million (equivalent
to approximately HK$1,481.7 million) from the non-current liabilities
to current liabilities, as the Group could not fulfill certain financial
ratio required in the financing arrangement. The total non-current
liabilities of the Group as at 30 June 2020 amounted to approximately
HK$232.2 million, representing a decrease of approximately 86.5% from
approximately HK$1,718.6 million as at 31 December 2019. The decrease
in the non-current liabilities of the Group during the Period was mainly
due to the classification of the interest-bearing bank borrowings of
EUR175.0 million (equivalent to approximately HK$1,481.7 million) from
the non-current liabilities to current liabilities, as the Group could not
fulfill certain financial ratio required in the financing arrangement. The
Group is in the process to negotiate a waiver from the lenders and the
formal response from the lenders is still outstanding as of the date of
approval of the interim condensed consolidated financial information.
When the formal waiver is available, the bank borrowings will be classified
as non-current liabilities.
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Segmental review of the Group's operations during the Period is as
follows:

Hotel Operation

The Group recorded the revenue of approximately HK$34.7 million from
the hotel operation segment during the Period, as compared to the
revenue of approximately HK$108.5 million for the Comparing Period. The
decrease in revenue of the hotel operation segment for the Period was
mainly attributable to the decrease in revenue contributed by the Paris
Marriott Hotel, as the hotel has been closed temporarily since 17 March
2020 as the result of the outbreak of the coronavirus disease in France.
As at the date of this report, most hotels within the competitive set of
the Paris Marriott Hotel remain closed temporarily. During the Period,
the Paris Marriott Hotel received a one-off net insurance compensation
from the business interruption caused by the Yellow Vest Movement
of approximately HK$8.9 million. The hotel also received government
subsidies as the result of the coronavirus disease during the Period and
has applied the subsidies to reduce the operational costs. The Paris
Marriott Hotel also implemented measures to reduce operational costs
during the temporary closure period. The Group recorded the loss of
approximately HK$43.2 million from this segment for the Period, as
compared to a loss of approximately HK$17.7 million for the Comparing
Period. The increase in the loss during the Period was mainly attributable
to the temporary closure of the Paris Marriott Hotel since 17 March
2020. Below is a comparison of the operational performance of the Paris
Marriott Hotel during the Period against the Comparing Period:
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2020 2019
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Average Room Rate FHEFEE EUR343E & EUR3701K 78
RevPAR* TR B WS EUR9OE( & EUR288E 7

*  Revenue per available room
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Money Lending

Revenue from this segment amounted to approximately HK$0.9 million
during the Period, representing a decrease of approximately 66.0% from
approximately HK$2.7 million for the Comparing Period. The decrease in
revenue generated from this segment was mainly due to the decrease in
the amount of loan receivables during the Period. The Group recorded
a profit of approximately HK$0.4 million from this segment for the
Period, as compared to the profit of approximately HK$2.3 million for the
Comparing Period. As at 30 June 2020, the balance of the loan receivables
amounted to approximately HK$10.0 million (31 December 2019:
approximately HK$35.0 million), this loan receivables balance had been
fully repaid as at the date of this report.

Equity Investment

During the Period, the Group completed the acquisition of additional
equity interest of 3t REIHERHR B PR A F] (Beijing Chemical Reaction
Engineering Science & Technology Co., Limited*) to 37.125%. The Group
had also completed the provision of a RMB180.0 million (equivalent
to approximately HK$194.7 million) loan to It R R EHE B R A
7] (Beijing Chemical Reaction Engineering Science & Technology Co.,
Limited*).

Subsequent to the increase in the Group's equity interest in 1t R &l
I ERHE BBR A R] (Beijing Chemical Reaction Engineering Science
& Technology Co., Limited*) during the Period, the investment was
classified from an equity investment designated at fair value through
other comprehensive income to investment in an associate. During the
Period, the Group shared a loss of approximately HK$2.5 million from the
investment in an associate, as the associate was still in the construction
phase.

*  For identification purposes only
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PROSPECTS

Hotel Operation

The coronavirus disease has brought devastating effects to the
hospitality industry and the worldwide economy. The measures, such
as social distancing and travel restrictions, crucial and necessary to be
implemented in order to reduce transmission from people to people,
have brought countrywide lockdown for months in the first half of 2020
in France. Despite the gradual relaxation of the lockdown measures in
July, the desire for international travellers to take on oversea trips remains
weak. The performance of the Paris Marriott Hotel was severely impacted
during the Period, leading to an unprecedented low occupancy rate,
average daily rate, and revenue per available room. For the moment,
France is actively defending the country for the likelihood of the second
wave of coronavirus disease infection in the autumn or winter this year.
Based on the latest forecast of the International Air Transport Association,
long haul corporate travel will be reduced; global passenger traffic will
not return to pre-coronavirus disease levels within a short period. Because
the majority of the customers of the Paris Marriott Hotel are international
travellers, the Board expects that it would be a long road to the recovery
of the hospitality industry. Meanwhile, the Paris Marriott Hotel is actively
implementing cost-saving measures to reduce operational costs.

The Paris Marriott Hotel has been temporarily closed since 17 March
2020 in response to the French government’s measures to combat the
coronavirus disease. As at the date of this report, the Paris Marriott Hotel
remains temporarily closed as France is not permitting the general
travel to and from the United States of America and the Middle East, and
customers from these areas constituted a significant proportion of the
revenue of the hotel. As at the date of this report, most hotels within the
competitive set of the Paris Marriott Hotel remain closed temporarily.
The Group will continue to monitor the development of the coronavirus
disease and assess its impact on the operations and financial performance
of the Group.

It was mentioned in the 2019 annual report of the Company that the
Board is planning to undergo a renovation project to guest rooms and
selected public areas of the Paris Marriott Hotel (the “Hotel Renovation”).
Due to the outbreak of the coronavirus disease in France, the planning
of the Hotel Renovation is suspended. The Board shall review the Hotel
Renovation plan again in the fourth quarter of this year, subject to the
then circumstances.
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Money Lending

Hong Kong's economy has been severely destructed by the lockdown
restrictions necessary to combat the coronavirus disease during the
Period. The rebound on the number of the daily confirmed coronavirus
disease cases in the third quarter of this year has caused the Hong Kong
government to prolong the social distancing measures that would lead
to an even slower economic activities in Hong Kong and might bring
uncertainty to property prices. The Board would exercise extreme caution
when conducting mortgage loan business in Hong Kong. Currently, the
Group has not granted any new loan.

Equity Investment

During the Period, the construction of the production facilities and offices
in LS4 2% T & SRt TEE (Tieying Chemical Industry Park*) of
Lao ling City in Shandong Province, the PRC (“Project”) continues. It was
reported in our 2019 annual report that the first phase of the Project will
be delayed due to the outbreak of the coronavirus disease. Nevertheless,
based on the latest information, the construction of the first phase
Project will be further delayed to the fourth quarter of this year due to
the recurring adverse weather during the Period. The commencement
of the commercial production is therefore expected to be delayed
correspondingly. The Board will closely monitor the construction of the
Project.

The Board remains taking an optimistic view in the prospect of the
chemical industry in the PRC after the outbreak of the coronavirus
disease. After the completion of the acquisition of the equity interest
in bt RS IR EHE AR A A (Beijing Chemical Reaction Engineering
Science & Technology Co., Limited*), the Group is interested to pursue
further investment opportunities in the chemical industry in the PRC to
expand its business segments.

*  For identification purposes only
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LOOKING AHEAD

The Board expects that the second half of 2020 will be extremely
challenging. Concurrently, the Board will continue to explore new
investment or business opportunities with prudence with a view to
enhancing and improving returns to the Company’s stakeholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, total assets and net assets of the Group were
approximately HK$4,157.4 million and approximately HK$2,390.6 million,
respectively (31 December 2019: approximately HK$4,210.1
approximately HK$2,422.8 million, respectively). The cash and bank
balance of the Group as at 30 June 2020 were approximately HK$1,033.5
million, and were denominated in Hong Kong dollar, Euro, United States
dollar and Renminbi (31 December 2019: approximately HK$1,237.2
million). The total current assets of the Group as at 30 June 2020 were
approximately HK$1,145.9 million (31 December 2019: approximately
HKS$1,360.1 million). As at 30 June 2020, the Group had net current
liabilities of approximately HK$388.8 million (31 December 2019: net
current assets of approximately HK$1,291.4 million). The Group adopted

million and

a conservative treasury approach and had tight control over its cash
management. As at 30 June 2020, the Group had outstanding bank
loans and other borrowings amounted to approximately HK$1,481.7
million' (31 December 2019: approximately HK$1,481.0 million), all
of which (31 December 2019: Nil) were presented as due within one
year as the Group could not fulfill certain financial ratio required in the
financing arrangement. As at 30 June 2020, the Group’s gearing ratio
(total borrowings/total assets) was at approximately 35.6% (31 December
2019: approximately 35.2%). The Group constantly monitors its cash flow
position, maturity profile of borrowings, availability of banking facilities,
gearing ratio, and interest rate exposure.

m Approximately HK$1,481.7 million (equivalent to €175,000,000) at the
interest rate of 3 months EURIBOR plus 2.2% per annum.
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ACQUISITIONS AND DISPOSALS

There was no material acquisition or disposal of subsidiaries and
associated companies of the Group during the Period.

FOREIGN EXCHANGE EXPOSURE

The Group had operations in France, Luxembourg, the PRC and Hong
Kong where transactions and cash flow were denominated in local
currencies, including Euro, Renminbi and Hong Kong dollar. As a result,
the Group was exposed to foreign currency exposures with respect
to Euro and Renminbi, which mainly occurred from conducting daily
operations and financing activities by local offices where local currencies
were different from the Group. For the six months ended 30 June 2020,
the Group had not entered into any forward contracts to hedge the
foreign exchange exposure. The Group managed its foreign exchange
risks by performing regular review and monitoring of foreign exchange
exposure. The Group would consider employing foreign exchange
hedging arrangements when appropriate and necessary.

CONTINGENT LIABILITIES
As at 30 June 2020, the Group had no contingent liabilities.

PLEDGE ON THE GROUP’S ASSETS

As at 30 June 2020, cash deposits amounting to approximately HK$30.2
million (31 December 2019: approximately HK$38.8 million) and a
building of the Group with a net carrying amount of approximately
HK$2,758.7 million (31 December 2019: approximately HK$2,775.7
million) were pledged to secure a bank loan granted to the Group.

EMPLOYEES AND REMUNERATION

The Group had 7 employees as at 30 June 2020 (31 December 2019:
7). 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.
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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 positions - The following represents shares to be allotted
and issued upon exercise of share options granted to the relevant

EERTETHRAERKRG - HER
REFZERZRKXR

RIEAA TERES R = 0 (25 R
Pl ) B35 AT EE 2 BRMATRE - A&
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BAE (R BBH R E I EXVED) 2
5+ ARG R A& S S 2 s oA A SR
1 TR B R+ BB L TR A T
$£3 HHIEEFR(EEFR ) ASTME A
ATRBEBBE X PHERAT 2R TAR
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HFRE-UTARTRRES BRERTER
ETEBERBITZRE

Director
Number of
Number of underlying
Name of Directors Capacity options held shares
EEgE g7 FEBEREHRE HEBEROEEAE
Mr. Xue Jian Beneficial owner 127,780,000 127,780,000
Bl EmliaA
Mr. Law Wing Chi, Stephen Beneficial owner 10,000,000 10,000,000
BKESTE BmEAA

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 corporation (within
the meaning of the SFO) that was required to be recorded pursuant to
Section 352 of the SFO, or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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PERSONS HOLDING 5% OR MORE INTEREST IN
SHARES AND UNDERLYING SHARES

As at 30 June 2020, the following persons (other than a Director or
chief executive of the Company) had interests or short positions in the
shares and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the SFO:

RGO RHEBEBRGPRHEE5%HA L
Bz At

R-ZB-BEXAZTH  BARAREES
RHEGHIEBHREATFEZBLMZ
ok TIAL(ARPEEXERTHAR
RSN AR R Z B 15 R ABRE A7 A s

Long position

KA

"R

Number of Percentage of
ordinary issued share
Name of shareholders Capacity shares held capital
PR HE®T
BREE EB 56 EBERYE RAEABDLE
Mr. Du Shuang Hua' Interest of controlled corporation 708,000,000 5.54%
e REHIERE 2 s
Happy Sino International Limited! Beneficial interest 708,000,000 5.54%
BafEn
Mr. Zhang He Yi' Beneficial interest 1,400,000,000 10.96%
SRMEF L BaEs
Ms. Lu Xiaomei? Interest of controlled corporation 753,190,000 5.89%
B/ L RESEE 2 s
Sincere Profit Group Limited? Beneficial interest 753,190,000 5.89%
Bas
Ga Leung Investment Company Limited? Beneficial Interest 1,866,666,666 14.61%
ERBREBRRAGFD gt
Mr. Sun Yong Feng? Interest of controlled corporation 1,866,666,666 14.61%
NS REGDERE 2 s
Beneficial interest 133,000,000 1.04%
gt
Ms. Meng Ya* Interest of spouse 1,999,666,666 15.65%
m R Ao Bt s
Mr. Hu Yishi Beneficial interest 1,300,000,000 10.17%
EASR I S A gy o
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PERSONS HOLDING 5% OR MORE INTEREST IN

SHARES AND UNDERLYING SHARES (continued)

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

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

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

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

Save as disclosed above, as at 30 June 2020, no person, other than the
Directors and chief executive of the Company, whose interests or short
positions are set out in the section “Directors’ and chief executive's
interests and short positions in shares, underlying shares and debentures”
above, had registered any interest or short position in the shares or
underlying shares of the Company that was required to be recorded
pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Further details of the
Scheme are disclosed in note 18 to the interim condensed consolidated
financial information.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

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

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

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

The Company had complied with the code provision of the CG Code
throughout the six months ended 30 June 2020 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 (the “Bye-laws”). As such, the
Company considers that such provisions are sufficient to meet the
underlying objectives of the relevant provisions of the CG Code.

E.1.2 Another executive Director, Mr. Law Wing Chi, Stephen was
elected to chair the annual general meeting held on 28 May 2020
in accordance with the 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.

No replacement appointment of the Chairman of the Board was made
during the Period. The roles and responsibilities of the Chairman on
governance matters of the Company were shared between the executive
Directors during the Period. The Company will publish an announcement
once an appointment has been made in accordance with the Listing
Rules.
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AUDIT COMMITTEE

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

REMUNERATION COMMITTEE

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

NOMINATION COMMITTEE

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

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding Directors’
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, having made specific enquiry, 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.
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PUBLICATION OF INTERIM RESULTS AND INTERIM
REPORT

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

BOARD OF DIRECTORS

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

By order of the Board

Kai Yuan Holdings Limited
Law Wing Chi, Stephen
Executive Director

Hong Kong, 24 August 2020
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