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CEO'S STATEMENT
THRUBES

On behalf of the board (the “Board”) of directors (the “Directors”) of Kai
Yuan Holdings Limited (the “Company”) together with its subsidiaries
(collectively referred to as the “Group” or “Kai Yuan”), | now present the
results of the Group for the year ended 31 December 2020 (the “Year”).

The Group recorded a loss of approximately HK$332.9 million for the
Year, as compared to the loss of approximately HK$30.6 million for the
year ended 31 December 2019 (the “Preceding Year”). The increase in
loss for the Year was mainly attributable to the significant decline in
the revenue contributed by the Paris Marriott Hotel Champs-Elysées
(the "Paris Marriott Hotel”) from the hotel operation segment. The Paris
Marriott Hotel had been temporarily closed during the coronavirus
pandemic since 17 March 2020, as the coronavirus pandemic had no signs
of subsidence in France. The Group also recorded an impairment loss of
approximately HK$333.6 million as the result of the temporary closure of
the Paris Marriott Hotel. Further details will be addressed in the section
headed Management Discussion and Analysis.

The Group completed acquisition of the 37.125% equity interests in 16
Sl IH ERHE B R A 7] (Beijing Chemical Reaction Engineering Science &
Technology Co., Ltd¥) (the “Associated Company”) in the Preceding Year.
During the Year, the Group entered into and completed a RMB180 million
(equivalent to approximately HK$211.7 million) pledged loan agreement
with the Associated Company (the “Pledged Loan") at an interest rate of
6% per annum. The interest incurred from Pledged Loan would contribute
as another income of the Group. The Group also subscribed for the
3-year convertible bonds issued by a listed company in Hong Kong in an
aggregate principal amount of HK$97.8 million with a view to leveraging
on the opportunity to bringing in interest income and additional benefits
by exercising the conversion rights attaching to the convertible bonds.

Looking forward, the Group anticipates business and investment outlook
of 2021 will be extremely challenging. For the hotel operation segment,
the number of coronavirus infections in France remains at a high level.
Although the vaccination programme has commenced, but the pace is
relatively slow as at the date of this report. Meanwhile, the Paris Marriott
Hotel remains temporarily closed as at the date of this report, the Group
will continue to monitor the coronavirus pandemic development in
France. For the money lending segment, the price of commercial and
residential properties had shown a downtrend momentum during the
Year, the decline in property prices might continue in 2021. The Group
will exercise extreme caution and adopt risk aversive measures when
conducting existing business while being attentive to new investment
opportunities.

In conclusion and on behalf of the Board, | would like to take this
opportunity to express my gratitude to all shareholders, customers,

employees, suppliers and business partners for their continuous support
and encouragement.

On behalf of the Board

Xue Jian
Executive director and Chief Executive Officer

29 March 2021

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Overview

For the year ended 31 December 2020, revenue of the Group
amounted to approximately HK$37.8 million, representing a decrease
of approximately 84.6% from approximately HK$244.7 million for the
Preceding Year. The significant decrease in revenue during the Year
was mainly attributable to the 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. Due to the temporary closure of the Paris
Marriott Hotel during the Year, the Group recorded an impairment loss
of approximately HK$333.6 million on the Paris Marriott Hotel properties.
The Group recorded a share of loss of an associate of approximately
HK$6.6 million during the Year, as the associate was still in the
construction phase. The Group also recorded the gain on financial assets
at fair value through profit or loss of approximately HK$8.5 million.

As the result of the outbreak of the coronavirus pandemic, government
subsidies had been made available to the Group’s subsidiaries in France
and in Hong Kong and the Group applied the government subsidies
to reduce operational costs in France and Hong Kong respectively.
The Group recorded the loss for the Year of approximately HK$332.9
million, as compared to the loss of approximately HK$30.6 million for the
Preceding Year. The increase in loss for the Year was mainly attributable
o (i) the decline in revenue and gross profit of the Paris Marriott Hotel
during the Year because of the temporary closure; and (ii) the record
of the impairment loss on the Paris Marriott Hotel properties. Loss
attributable to owners of the Company for the Year was approximately
HK$332.9 million, as compared to the loss of approximately HK$30.6
million for the Preceding Year. The basic and diluted loss per share for
the Year was HK2.60 cents, as compared to the basic and diluted loss per
share of HK0.24 cents for the Preceding Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

The total non-current assets of the Group as at 31 December 2020
amounted to approximately HK$2,996.5 million, representing an increase
of approximately 5.1% 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 Year was mainly due to the record of an impairment
loss on property, plant and equipment, but compensated by the record
of investment in an associate, financial assets at fair value through profit
or loss and loan to an associate. The total current assets of the Group as
at 31 December 2020 amounted to approximately HK$1,070.7 million,
representing a decrease of approximately 21.3% from approximately
HKS$1,360.1 million as at 31 December 2019. The decrease in the total
current assets of the Group during the Year was mainly due to the
reduction in the cash and cash equivalents as the result of the provision
of the loan to an associate, the subscription of the convertible bonds
in the principal amount of HK$97.8 million, and the reduction in trade
receivables and loan receivables.

The total current liabilities of the Group as at 31 December 2020
amounted to approximately HK$1,692.4 million, representing an
increase of approximately 2,363.5% from approximately HK$68.7 million
as at 31 December 2019. The increase in the total current liabilities of
the Group during the Year was mainly due to the classification of the
interest-bearing bank borrowings of EUR175.0 million (equivalent to
approximately HK$1,625.8 million) from 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 31 December 2020 amounted to approximately HK$162.9 million,
representing a decrease of approximately 90.5% from approximately
HKS$1,718.6 million as at 31 December 2019. The decrease in the non-
current liabilities of the Group during the Year was mainly due to the
classification of the interest-bearing bank borrowings of EUR175.0
million (equivalent to approximately HK$1,625.8 million) from 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 this report. When
the formal wavier is available, the bank borrowings will be classified as
non-current liabilities. Besides, the directors are of the opinion that the
lenders will not take any action to exercise their rights in respect the non-
compliance with certain financial ratio based on their communications
with the lenders.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

Hotel Operation

The Group recorded the revenue of approximately HK$36.9 million from
the hotel operation segment, as compared to the revenue from the hotel
operation segment of approximately HK$240.9 million for the Preceding
Year. The decrease in revenue of the hotel operation segment for the
Year was mainly attributable to the decrease in revenue contributed by
the Paris Marriott Hotel as the Paris Marriott Hotel had been temporarily
closed since 17 March 2020 as the result of the coronavirus pandemic.
Majority of the hotels within the competitive set of the Paris Marriott
Hotel also closed temporarily as at 31 December 2020. The Group
recorded the loss of approximately HK$445.1 million in this segment for
the Year, as compared to the loss of approximately HK$14.7 million for the
Preceding Year. The increase in loss of this segment during the Year was
mainly attributable to the significant decline in the revenue contributed
by the Paris Marriott Hotel. During the Year, the French government had
deployed different measures including the declaration of public health
state of emergency and night curfew in order to combat the coronavirus
pandemic, as the number of daily infection cases escalated. Cinemas,
theatres and other cultural centres was order to remain closed. In
addition, general travel from the United States of America and the Middle
East, from where customers constituted a significant proportion of the
revenue of the Paris Marriott Hotel, were not allowed in France during
the Year. As a result, the Board had decided to temporarily close the Paris
Marriott Hotel as a measure to restrain operating costs.

The coronavirus pandemic continued during the second half of the Year
and showed no signs of subsidence in near period, the Paris Marriott
Hotel was actively considering and taking measures to further restrain
operating costs. During the Year, the Paris Marriott Hotel received a one-
off net insurance compensation from the business interruption caused
by the Yellow Vest Movement of approximately HK$9.2 million. The
Paris Marriott Hotel also received government grants and subsidies as
the result of the coronavirus pandemic and had applied the subsidies
to reduce the operating costs. Below is a comparison of the operational
performance of the Paris Marriott Hotel during the Year against the
Preceding Year:
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R D

Money Lending

Revenue from this segment amounted to approximately HK$0.9 million
during the Year, representing a decrease of approximately 76.5% from
approximately HK$3.8 million for the Preceding Year. The decrease in
revenue generated from this segment was mainly due to the decrease
in the amount of mortgage loans granted to borrowers for interest
income during the Year. The Group recorded a loss of approximately
HK$0.1 million from this segment for the Year, as compared to the profit
of approximately HK$2.6 million for the Preceding Year. There was no
mortgage loan receivable as at 31 December 2020 (31 December 2019:
approximately HK$35.0 million).

Equity Investment and Other Investment

The Group owned 37.125% equity interests in the Associated Company,
b e Im B B BR 2 R (Beijing Chemical Reaction Engineering
Science & Technology Co., Ltd*). During the Year, the Group entered into
and completed a RMB180.0 million pledged loan agreement with the
Associated Company at an interest rate of 6% per annum. The interest
income incurred from the Pledged Loan would contribute as another
income of the Group.

During the Year, the Group subscribed for the 3-year convertible bonds
(the “Convertible Bonds”) issued by a listed company in Hong Kong
in an aggregate principal amount of HK$97.8 million at the coupon
rate of 8% per annum with a view to leveraging on the opportunity to
bringing in interest income and additional benefits by exercising the
conversion rights attaching to the convertible bonds. Please refer to the
announcement of the Company dated 2 November 2020 for details. The
Group recorded the gain on financial assets at fair value through profit or
loss of approximately HK$8.5 million during the Year.

PROSPECTS

Hotel Operation

The coronavirus pandemic continues into 2021. As of the date of this
report, the Paris Marriott Hotel remains closed temporarily due to the
number of infection cases hover at high level, and the various lockdown
and night curfew measures currently in place. The circulation of the
coronavirus has also been accelerated due to the existence of different
virus variant. Based on the latest information, France aims to have
vaccinated at least 30 million people only until mid-April to mid-May
2021. In the meantime, the Paris Marriott Hotel will continue to restrain
operating costs during this difficult time. The Group will continue to
monitor the development of the coronavirus pandemic and assess its
impact on the operations and financial performance of the Group.

Money Lending

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

* For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

Equity Investment and Other Investment

The commercial production of the first phase production project of the
Associated Company has commenced in January 2021. The Board holds
an optimistic view in the prospect of the chemical industry in the PRC,
as it is projected that the PRC's chemical industry will provide over half
of the global chemical industry’s growth over the coming decade. The
Board also expects that the Associated Company will benefit from the
enforcement of higher environmental standards for the chemical industry
in the PRC.

The interest rate of the Convertible Bonds is higher than the interest
rates of fixed deposits offered by well-recognised financial institutions in
Hong Kong. The Directors remain the view that the subscription of the
Convertible Bonds would broaden the Group’s source of income and
provide the Group with a stable and attractive recurring income.

LOOKING AHEAD

The Board will concurrently review the Group’s portfolio to restructure
and enhance the quality of assets held. The Board will also continue to
explore investment opportunities from new business segments with a
view to enhancing and improving returns to the Company’s stakeholders.

LIQUIDITY AND FINANCIAL RESOURCES
As at 31 December 2020, total assets and net assets of the Group were
approximately HK$4,067.2 million and HK$2,211.8 million respectively
(31 December 2019: approximately HK$4,210.1 million and HK$2,422.8
million, respectively). The cash and bank balance of the Group as at
1 December 2020 were approximately HK$892.9 million, and were
denominated in Hong Kong dollar, Euro, United States dollar and
Renminbi (31 December 2019: approximately HKS$1,237.2 million).
The total current assets of the Group as at 31 December 2020 were
approximately HK$1,070.7 million (31 December 2019: approximately
HK$1,360.1 million). As at 31 December 2020, the Group had net current
liabilities of approximately HK$621.7 million (31 December 2019: net
current assets of approximately HK$1,291.4 million). The Group adopted
a conservative treasury approach and had tight control over its cash
management. As at 31 December 2020, the Group had outstanding bank
loans and other borrowings amounted to approximately HK$1,625.8
million' (31 December 2019: approximately HK$1,481.0 million), none
of which (31 December 2019: Nil) were due within one year. As at 31
December 2020, the Group's gearing ratio (total borrowings/total assets)
was at approximately 40.0% (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.

(1) Approximately HK$1,625.8 million (equivalent to €175,000,000) at
the interest rate of 3 months EURIBOR plus 2.2% per annum.

EEETWR I

RAEREREMIRE
BB ARAERE —HER T _—F—H
FIGARLE - BRNBEFARARR+FFREL

Iﬁ%%ﬁ BT ¥WEW¥QML
B EEEHRPBRIEITE A RIFEB L
B - lHh EFSIEABE QR ﬁEEP

Bt TITEET T BRISAIRIBIZER &S -

EH@HQ%}‘%E’U%'J%%‘EA%E%%@E%E’JE\%E
BBRENEESFERNE - EXDARS
mﬂ%—ﬁﬁﬁﬂaﬁﬁﬁ% g 7N 5 [ 9 U A BRI
RANEEEREE R ARSI NEEEERA -

RE

EXefMeEtAREZAS  NEARE
K EECEE - I  EFSHEER
RIMEBDMIRERM - BREFARIEE
RRRFFNEZ O -

mﬁﬁﬁ&%ﬁﬁﬁ
R-ZE-_ZTF+-_A=+—H AKEZEE
REKREEFES B A4,067,200,000%8 7T &
2,211,800,0008 L ( ZE— W F+=ZA=+—
B : 5 5494,210,100,000 % JT & 2,422,800,000
BIL) c RZZE-EF+-_A=+—80 &%
B 23R e KIRTT 4 82 & 49892,900,0007 T
HEUUBTT  BE - EXTAAREFE(ZE
—NE+=ZA=+—H8 : 41,237,200,000/5
7‘1) R-B-TE+-_A=+—08 &&
MLEDE§E§ B {8 A& #91,070,700,0007 7T ( =
2 NEFE+=—_A=+—H : %1,360,100,000
BIL) cRZZE_TF+_A=1T—H K
%Zum@}ﬁ%%%ﬁﬁ #9621,700,00078 7T (=
E-NF+-_A=+—0 : RBHEEFEY
1,291,400,000/ 70 ) - ANEBHIFEEY K
o UTEHRKERRSER N -_TF+
“RA=1+—H AEBZREERTEZRE
HAb g E A 4916258000008 T (ZFE—LE
%“‘fﬂ"—% B : #91,481,000,000/8 7T ) » &
AR — iﬁ%@ﬁ —E-NF+ZA=1—
E ;) o —EF+=-A=+—8 "
Zr'i'il:é?F:éﬁ bE(BEE EBEBE)
BN ZE—NFF+A=+—H: &

35.2%) ° $’§lii%;§§£%ﬁﬁf£m%|a - &
EZEHER - mRARTRERR BER

B R KA Tﬂl‘“ °

(1) #91,625,800,000 7% 7T (48 & 7 175,000,000 EX
BI2FEEERE=EARR %”%Iﬁﬁmﬂ%ﬁ%\
22 -

BRZERARAT | 2020 £F®R 9



MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

ACQUISITIONS AND DISPOSALS

During the Year, the Group had no material acquisition or disposal of

subsidiaries, associates and joint ventures.

FOREIGN EXCHANGE EXPOSURE

The Group had operations in France, Luxembourg, the People’s Republic
of China (the “PRC") and Hong Kong where transactions and cash flow
were denominated in local currencies, including Euro, Renminbi and
Hong Kong dollars. As a result, the Group was exposed to foreign currency
exposure with respect to Euro and Renminbi, which mainly occurred from
conducting daily operations and financing activities through local offices
where local currencies were different from the Group. For the year ended
31 December 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 31 December 2020, the Group had no contingent liabilities.

PLEDGE ON THE GROUP’S ASSETS

As at 31 December 2020, cash deposits amounting to approximately
HK$42.5 million (31 December 2019: approximately HK$38.8 million) and
a building of the Group with a net carrying amount of approximately
HK$2,647.6 million (31 December 2019: approximately HKS$2,775.7 million)

were pledged to secure bank loan granted to the Group.

EMPLOYEES AND REMUNERATION

The Group had 7 employees as at 31 December 2020 (31 December
2019: 7). The total employee remuneration during the Year was
approximately HK$7.3 million (31 December 2019: approximately HK$8.5
million). Remuneration policies were reviewed regularly to ensure that
compensation and benefits packages were in line with the market level. In
addition to basic remuneration, the Group also provided other employee
benefits including bonuses, mandatory provident fund scheme, medical

insurance scheme and participation to the share option scheme.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

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

Mr. Xue Jian

Mr. Xue Jian, aged 55, was appointed as a non-executive Director on
7 January 2009. Mr. Xue was re-designated as an executive Director
on 6 January 2011, and appointed as chief executive officer on 1 June
2016. Mr. Xue also serves as director to a number of subsidiaries of the
Company. Mr. Xue received his master’s degree in business administration
from Zhongnan University of Finance, Economics, Politics and Law. Mr.
Xue has over two decades of experience in the steelmaking industry and
in the commercial sector in the PRC. He was the legal representative of
Rizhao Steel Co., Limited*, and is a director of Rizhao Steel Holding Group
Co., Limited*. The Rizhao Steel group of companies is one of the largest
private steel makers in the PRC. Mr. Xue has also been appointed as the
supervisor of Jinghua Rigang Holding Group Co, Limited*.

Mr. Law Wing Chi, Stephen

Mr. Law Wing Chi, Stephen, aged 50, was appointed as an executive
Director on 18 May 2011. He has also been appointed as members of the
remuneration committee and nomination committee of the Company
as well as chief financial officer, existing process agent and company
secretary of the Company. Mr. Law also serves as director, company
secretary and legal representative to a number of subsidiaries of the
Company. Mr. Law has extensive experience in financial management and
professional accounting. Prior to joining the Company, Mr. Law was the
chief financial officer of Diamondlite Group, one of the leading jewelry
manufacturers in the PRC. Having started his career as a professional
accountant in an international accountancy firm, Mr. Law has undertaken
key financial management positions in companies engaged in a variety
of industries. Mr. Law is an associate member of the Hong Kong Institute
of Certified Public Accountants and holds a Bachelor of Arts Degree
in Accountancy from the City University of Hong Kong. Mr. Law is also
appointed as an independent non-executive director of KML Technology
Group Limited, the issued shares of which are listed on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (Stock Code:
8065).

*  Foridentification purpose only

DIRECTORS' PROFILE
EEfN

BITES

BREEE

BRLE S5 R-TTNF A LRAEZ
ERFHTESR - BEAR_F——F—F
NEFELATES IR _F—NRFXA
—BHEZER/THRAH - BELETAEARE
SEMBRARZES -BALEREATEHUL
BOARBBEENTRERERLTEMN P E
MAREXRBHRBERE _TFER - KREAH
BRIMEARABOEEREK - RAARM
HIEREEBRARZES - BRHEEE
RPBESABNNLEMBEER 2 — - 8L
ENTEZEARERHZERERARARLZ
e

BEXRELLE

BAELRE S0 R-ZT——FRA+/N\H
EZEBNITES - HIAEZEAARRAH
MEESRIREEESKE ' WAARRQRE
BEE - REBEREEEFXHREBARA
RIWE - BAEENHEIARRRZEH B R A
ZEE RRMEREENRREK  BEEREN
BEBRIESH HTEHEBLEELH - MA
NARR BRAEETITBEEYHAER —
B 2B ATEEEREEER Y — o &
EER—HBEBRSMESHEREEXS
TR EE  HEZEZHUEIRITEZA
RETEZEZEVBERRAMN BELEAB B
AEMAEEE  WHAEEAHMAZERZ
etEEL BN -  BEENESHRIEER
ERABZAABULIERNITES  ZRAEZ
ERITROEETEBARZMERAE ([H
BT 1) GEM T (B (R 5% - 8065) °

BRIERAERAR | 2020 FF8K 11



DIRECTORS' PROFILE
EE[T

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tam Sun Wing

Mr. Tam Sun Wing, aged 63, was appointed as an independent non-
executive Director on 14 December 2001. He has also been appointed as
chairman of the audit committee and the remuneration committee, and
the member of the nomination committee of the Company. Mr. Tam is a
professional accountant with more than 30 years of extensive audit and
business advisory experience. Mr. Tam is practicing as a director of FTW &
Partners CPA Limited. Mr. Tam is also a fellow member of the Hong Kong
Institute of Certified Public Accountants and the Association of Chartered
Certified Accountants. Mr. Tam holds a Master Degree of Science in
Corporate Governance and Directorship from the Hong Kong Baptist
University.

Mr. Ng Ge Bun

Mr. Ng Ge Bun, aged 63, was appointed as an independent non-
executive Director on 30 September 2004. He has also been appointed as
member of the audit committee and the remuneration committee and
chairman of the nomination committee of the Company. Mr. Ng holds the
degree in bachelor of science and degree in bachelor in laws. He obtained
a postgraduate certificate in laws from The University of Hong Kong. He
is a solicitor of the High Court of Hong Kong and currently serves as a
consultant of Tang, Lai & Leung Solicitors.

Mr. He Yi

Mr. He Yi, aged 48, was appointed as an independent non-executive
Director on 18 May 2011. He has been appointed as member of the
audit committee, the remuneration committee and the nomination
committee of the Company. Mr. He is the chief executive officer of
Shanghai YAOXIN Asset Investment and Management Limited. Prior
to this, he was the general manager of Barclays Bank Shanghai Branch
and has extensive experience in the financial industry. Mr. He started
his career with the Credit Agricole Indosuez in Shanghai and was the
head of treasury department and financial institutions department of
First Sino Bank, the head of global markets China and deputy general
manager of the Shanghai branch of Australia and New Zealand Banking
Group Limited. Mr. He is a member of the Chinese Institute of Certified
Public Accountants and a certified economist accredited by The Ministry
of Personnel of China. Mr. He also holds a postgraduate master degree
of economics from Fudan University, Shanghai, China. Mr. He is also an
independent non-executive director of Sunshine Oilsands Limited, the
issued shares of which are listed on the Stock Exchange (Stock Code:
2012).
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CORPORATE GOVERNANCE REPORT

The Board and the 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 provisions of the CG Code
throughout the year ended 31 December 2020 with the following
deviations:

A.2.1 The Company does not have a Chairman. No replacement
appointment of the Chairman of the Board was made during
the Year. The role and responsibilities of the Chairman on
governance matters of the Company were shared between the
executive Directors during the Year. The Company will publish an
announcement once an appointment has been made in accordance
with the Listing Rules.

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 provision of the CG Code.

E.1.2 The Company does not have a Chairman, an executive Director,
Mr. Law Wing Chi, Stephen, was elected to chair the annual general
meeting of the Company 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 appointment of the Chairman of the Board was made during the Year.
The role and responsibilities of the Chairman on governance matters of
the Company were shared between the executive Directors during the
Year. The Company will publish an announcement once an appointment
has been made in accordance with the Listing Rules.
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CORPORATE GOVERNANCE REPORT
ERERRES

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

THE BOARD AND CORPORATE GOVERNANCE
STRUCTURE

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

BOARD

(R)

(B)

BOARD COMPOSITION

The Board currently comprises two executive Directors and three
independent non-executive Directors, serving the important
function of guiding the management.

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

Executive Directors
Mr. Xue Jian (Chief executive officer)
Mr. Law Wing Chi, Stephen

Independent non-executive Directors
Mr. Tam Sun Wing

Mr. Ng Ge Bun

Mr. He Yi

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

ROLE AND FUNCTION

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

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

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

For the year ended 31 December 2020, the Board had held
meetings and discussed following issues:

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

2 discussed the annual results of the Group for the year
ended 31 December 2019 and the interim results of the
Group for the period ended 30 June 2020 respectively;

3 considered the recommendation of any final dividend for
the year ended 31 December 2019 and the book close
period, if any;

4 proposed re-election of the Directors;

5 proposed the re-appointment of Ernst & Young as the

auditors of the Company, and discussed the auditors
remuneration for the annual audit;

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

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

8 considered the temporary closure and the delay of the re-
opening of the Paris Marriott Hotel; and

9 approved the subscription of the 3-year convertible bonds
of a Hong Kong listed company.
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MEETING RECORDS

There were in total 6 board meetings and general meetings held

for the year ended 31 December 2020.

The following set out the attendance record of Board meetings
and general meetings held during the Year:

CORPORATE GOVERNANCE REPORT

(Q)

TEERBES
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REBEE-Z-_TF+-_A=+—HI1t
FE GAHBFTTeoNEESSHENME

RA® -

RTEIFARTZEETEEHEN

BERAREZ HFRRH

Attendance for board meeting

for the year ended 31 December 2020

BE-Z2_ZF+=-HA=+—H

LFECEEEERHESR
Board members Board Meetings General Meeting
EZERE Exged RRXE
Mr. Xue Jian 4/5 0/1
Bt
Mr. Law Wing Chi, Stephen 4/5 1/1
BRERE
Mr. Tam Sun Wing 5/5 1/1
TR E
Mr. Ng Ge Bun 5/5 11
REWFE
Mr. He Yi 5/5 1/1
BRELE

One general meeting was held for the year ended 31 December

2020.
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CORPORATE GOVERNANCE REPORT
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INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2020, the Board had at
all times met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
Directors with at least one independent non-executive Director
possessing appropriate professional qualifications, or accounting
or related financial management expertise.

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

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

CORPORATE GOVERNANCE FUNCTIONS

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

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

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

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

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

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

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

The Company had arranged, and all Directors namely, Mr. Xue
Jian, Mr. Law Wing Chi, Stephen, Mr. Tam Sun Wing, Mr. Ng Ge
Bun and Mr. He Yi had enrolled and attended relevant professional
development courses to assist the Directors in discharging their
duties.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The division of the responsibilities between the Chairman and Chief

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

No appointment of the Chairman of the Board was made during the Year.

The role and responsibilities of the Chairman on governance matters of

the Company were shared by the executive Directors during the Year. The
Company will publish an announcement once an appointment has been
made in accordance with the Listing Rules.
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BOARD DIVERSITY POLICY

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

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

Audit Committee
Remuneration Committee
Nomination Committee

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

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

Composition of Audit Committee for the year ended 31 December
2020 was as follows:

Mr. Tam Sun Wing (Chairman)
Mr. He Yi
Mr. Ng Ge Bun
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Role and function
The Audit Committee is mainly responsible for:

(a)

to be primarily responsible for making recommendations
to the Board on the appointment, reappointment and
removal of the external auditor, and to approve the
remuneration and terms of engagement of the external
auditor, and any questions of its resignation or dismissal;

to discuss with the auditors the nature and scope of
the audit and reporting obligations before the audit
commences;

to review the Company’s annual report and accounts,
half-year report and, if prepared for publication, quarterly
report before submission to the Board, focusing
particularly on:

(i) any changes in accounting policies and practices;

(i1) major judgmental areas;

(iii) significant adjustments resulting from the audit;

(iv) the going concern assumptions and any
qualifications;

V) compliance with accounting standards; and

(vi) compliance with the Listing Rules and legal
requirements in relation to financial reporting.

to discuss the risk management and internal control
systems with the management to ensure that the
management has performed its duty to have an effective
system. This discussion should include the adequacy of
resources, staff qualifications and experience, training
programmes and budget of the Company’s accounting
and financial reporting functions.

TRELRES

AERBEE
BERZBETERR

(a)

TZEAEMINERBMMNE
T EFEEIRERAAESTE
REEZE - HAEIMNEZER
R GR  RERER
B A% % B B B S B AR %
HENHREIRE

%8R T Ve R 44 BT 6 2 4% B A
HmREMEE RS LA R
WA
EREESRIARANFR
KEEE - ¥FERER(EHET
B)EEHMER - BEREET
FIEIEIMAZER ¢

0) B BRRNMEBOEM
Bk

(i  BREEHENMS

(i) EEBTHRHEXS

K.
==

vy DEFELLNERR

EAREE
v) REETEEN: Rk

v) REETEBMBHER
S EMRAD RAER

ﬁ_':_o

B IR E 5 o L B 3R S A D
ERERG BREEECET
BERYAYNES - S@wA
REREAABRERF MG
ERBRESEHNER BTE
BEREHmEEEN URET
FEXnBEllRiEREHEER
NREBTERE °

BRERARAR | 2020 FFK 21



CORPORATE GOVERNANCE REPORT
<ERRES

i

Meeting Record

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

The attendance record of Audit Committee meetings held for the
year ended 31 December 2020 is as follows:

Committee member

L EG
BERZBEENFAERRTMASH
Aafim Rt /ER R 2 FEE R
AN E 2 NERESIRARFF ©

EREEeNBE_ZTE-_ZTFE+_A
=+ BLEFEMRITEHZILRERL
SRINT

Attendance at meetings held for
the year ended 31 December 2020
BE_E-_EFt+-A=t—-HLEFE

EZEEERE FrBfTadchiE®
Mr. Tam Sun Wing 2/2
BETERS

Mr. He Yi 2/2
BESE

Mr. Ng Ge Bun 2/2
REWSEE

During the meetings, the Audit Committee discussed the
following matters:

(1)

(2)

(3)

Financial Reporting

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

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

External Auditors

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

Internal Control
Review of the sufficiency and efficiency of risk
management and the internal control systems.
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REMUNERATION COMMITTEE

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

independent non-executive Directors.

Composition of the Remuneration Committee for the year ended

31 December 2020 was as follows:

Mr. Tam Sun Wing (Chairman)
Mr. Law Wing Chi, Stephen
Mr. Ng Ge Bun

Mr. He Yi

Role and function
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The Remuneration Committee is mainly responsible for:

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

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

determining the specific remuneration packages of all
executive Directors and senior management, including
benefits in kind, pension rights and compensation
payments, including any compensation payable for loss
or termination of their office or appointment, and make
recommendations to the Board on the remuneration
packages of non-executive Directors;

considering factors such as salaries paid by comparable
companies, time commitment and responsibilities of the
Directors, employment conditions elsewhere in the Group
and desirability of performance-based remuneration;

reviewing and approving performance-based
remuneration by reference to corporate goals and
objectives resolved by the Board from time to time;
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6. reviewing and approving the compensation payable
to executive Directors and senior management in
connection with any loss or termination of their office
or appointment to ensure that such compensation is
determined in accordance with relevant contractual terms
and that such compensation is otherwise fair and not
excessive for the Company;

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

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

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

Where circumstances are considered appropriate, some
Remuneration Committee decisions are approved by way of
written resolutions passed by all the Remuneration Committee
members.
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For the year ended 31 December 2020, two Remuneration
Committee meetings were held and the attendance record is as
follows:

Committee member
EZEERE

TRELRES

REBEEZZ-_ZF+=-_A=+—H1t
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AR HERENT :

Attendance at meetings held for

the year ended 31 December 2020
BE-_Z-_EFT-A=T-HLEEE
FRBfTER 2 HER

Mr. Tam Sun Wing
R

Mr. Law Wing Chi, Stephen
BoXERE

Mr. Ng Ge Bun

REW KL

Mr. He Yi

BkAE

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

NOMINATION COMMITTEE

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

Composition of the Nomination Committee for the year ended 31
December 2020 was as follows:

Mr. Ng Ge Bun (Chairman)
Mr. Law Wing Chi, Stephen
Mr. Tam Sun Wing

Mr. He Yi
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2/2

gL FHEZES2ERTHAE
EENRREEBZHFMAOR - H MM
ZEENCRATESTZHFMBERK
RIRHEEITRIE ©

REEES
REZBENR_TTLFWA+=H
X BRI —BATESER=2%
MIFHITESAEK

KRBz -_ZTF+-_A=+—HI
FE - REZEGHKENT :

REWRE(EE)
BB E
BT
BELEE

BRIERARAR | 2020 FF8K 25



CORPORATE GOVERNANCE REPORT

i

RXERARESE

Role and function

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

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

Nomination Policy

The Company has adopted a nomination policy stating the key
nomination criteria and principles during nomination of Directors.
In identifying suitable candidates qualified to become Board
members, the Nomination Committee shall take into account
the Company’s current or future business model and specific
needs, the challenges and opportunities of the Company will
face, and skill set and expertise of candidates are required. The
Nomination Committee shall consider the candidates on merit
and contribution the candidate will bring to the Board with due
regard to the board diversity policy of the Company.
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For the year ended 31 December 2020, two Nomination Committee
meetings were held and the attendance record is as follows:

Committee member
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Attendance at meeting held for

the year ended 31 December 2020
BE_Z-_FTF+-A=T-HLEE
FRBfTER 2 HER

Mr. Ng Ge Bun
REWEE

Mr. Law Wing Chi, Stephen

BKERE

Mr. Tam Sun Wing

BT E

Mr. He Yi

BEE

During the meeting, the Nomination Committee reviewed the
composition of the Board, it had also discussed the policy for nomination
of Directors.

SHAREHOLDERS’ RIGHTS

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

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

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

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

Shareholders or investors can enquire by sending their enquiries to the
Company through the following means:

Hotline no. © (852) 2804-2221

By post . 28th Floor, Chinachem Century Tower,

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

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

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

PROCEDURES FOR SHAREHOLDERS TO PUT
ENQUIRIES TO THE BOARD

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

The Company Secretary of Kai Yuan Holdings Limited

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

Email . enquiry@kaiyuanholdings.com
Telephone Number . (852) 2804-2221
Facsimile Number : (852) 2723-8571

The company secretary will forward the shareholders’ enquiries and

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

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

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

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

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

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

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

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

For the year ended 31 December 2020, Ernst & Young, the external
auditors provided following services to the Group:

T
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Audit services
Taxation services

RISK MANAGEMENT AND INTERNAL CONTROL

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

PROCEDURES AND INTERNAL CONTROLS FOR

THE HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Board acknowledges its responsibilities and the Company has
established a policy on the handling and dissemination of inside
information (“Inside Information”). The inside information policy concerns
the handling and the dissemination of the Inside Information as follows:

Handling of Inside Information

1. an officer of the Company with appropriate skills has been
assigned to identify any potential Inside Information and to
escalate any such Inside Information to the attention of the Board;

2. the Company should, as soon as reasonably practicable after
any Inside Information has come to our knowledge, disclose the
Inside Information to the public, unless the Inside Information falls
within any of the safe harbours as provided in the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong); and

3. before the Inside Information is fully disclosed to the public, the
Company should ensure that the Inside Information is kept strictly
confidential. If the Board believes that the necessary degree of
confidentiality cannot be maintained or that confidentiality may
have been breached, the Company should immediately disclose
the Inside Information to the public.

Dissemination of Inside Information

Inside Information will be announced promptly through the websites
of the Stock Exchange (www.hkexnews.com.hk) and the Company
(www.kaiyuanholdings.com).

COMPANY SECRETARY

Mr. Law Wing Chi, Stephen, the company secretary for the year ended
31 December 2020, was a full time employee of the Company and has
day-to-day knowledge of the Company’s affairs. The company secretary
reported to the Board and had taken no less than 15 hours of relevant
professional training.
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CORPORATE GOVERNANCE REPORT
ERERRES

INVESTOR RELATIONS

There was no change in the Company’s constitutional documents during
the year ended 31 December 2020.

To enhance its transparency, the Company encourages dialogue with
institutional investors and analysts. Extensive information about the
Company’s activities is provided in its interim and annual reports,
which are sent to shareholders and interested parties. The Company's
news releases, announcements and publications are circulated timely,
to all major news media. The same materials are also available on the
Company's website. Media briefings are organized when necessary
to relay details of the Group's latest business initiatives and market
development plans. These activities keep the public aware of the Group’s

REEBR
RBE=F=FF+=A=+ AILER"
AR B 2 AR A

RIBIERAE ARARGEARBREER
DMEBBE - PHRERFREEAAAE
BZHEEN  FRRESEFETRERE
HBET - ARAIEQERAMAEEZHHE
REZERHER 25 RTY - BEERT
ARARRZBURE - KRFEMBERE
TEEERE  BBRAKE KN EBTE
EMZHRTERE - HWEERHSABRAMBAE
Bz EBIREFREAE -

activities and foster effective communication.

RRE-F-FET A=+ ALTE
ARTRETATRRAS :

For the year ended 31 December 2020, the following shareholders
meeting was held by the Company:

Date Venue Type of Meeting Particulars Voting at Meeting
= bk ezga B3 BLETRR
28 May 2020 Board Room, Level 1, Annual General Meeting 1. To receive and consider audited financial By Poll

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

statements for the year ended 31 December
2019 and the corresponding reports of the
Directors and auditors

2. Tore-elect Directors and to authorise the Board
to fix their remuneration

3. Tore-appoint Emst & Young as the auditors of
the Company and authorise the Board to fix
their remuneration

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

5. To approve the refreshment of scheme mandate
limit under the share option scheme

e e 323 BREFERRILENY KRREFAS . FERERBE_FT-NFt-A=t-B RE
RAZTN\E  EFEE-2IEE Rz EERIHRAAHENESS

EERGHAREE
2 ERESRREESCETESME
3. BREKEHNEHAMRAAARAZENR
RREEZeETEEMe
4 BE—REENAZTREEARRRD
5. WAERHZE A ARERS
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AN\ AL fsiE /s
TEERRES
FINANCIAL CALENDAR FOR 2021 —E_-FH¥AR
Event Date/Proposed Date
= BHlZEBTHY
Announcement of 2020 annual results Late March 2021
N _EF2FHEE —E-—F=ZAK
Annual General Meeting Around May 2021
RRBAFRE —E-_—FRALKA
Announcement of 2021 interim result Late August 2021
N T - —FrhHAELE 2 —FN\AE
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R - HERERRE

ABOUT THIS REPORT

Kai Yuan Holdings Limited (the “Kai Yuan” or “Company” and its
subsidiaries (collectively refer as the “Group” or “We") are pleased to
present the 2020 Environmental, Social and Governance (“ESG") Report
(the “Report”) which outlines our approaches, strategies and practices
in relation to the sustainability development. We carry out our business
in a responsible manner such that we create long-term values for our
stakeholders and contribute to make the world a better place.

This Report covered the period from 1 January 2020 to 31 December 2020
(the "Reporting Period”). This Report mainly focuses on our core business
segment — hotel operation of Paris Marriott Hotel in Paris, France (the
“Hotel” or the “Paris Marriott Hotel”).

This Report has been prepared in accordance with disclosure
requirements of the ESG reporting guide set out in Appendix 27 to the
Listing Rules.

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

Stakeholder engagement

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

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

A. OUR RESPONSES TO CORONAVIRUS PANDEMIC

In response to the outbreak of the COVID-19 pandemic, we have
taken various precautionary measures at workplace to minimise the
risk of contacting and spreading virus and safeguard the health of
our employees and guests. Our hotel manager have made several
enhancements to the cleaning practices throughout the hotel area and in
guest rooms during operation.

These include:

Enhanced Public Space Cleaning: We have increased the frequency
of cleaning and disinfection, particularly in areas with high traffic
including restrooms, elevators, and escalators.

Public facility: Hand sanitizing stations are being installed at hotel
entrances, at our front desks, our elevator banks, and meeting
spaces. Signage in public spaces will remind Marriott guests to
maintain social distancing.

Personal Protective Equipment (PPE): Staff members must wear PPE
(e.g. face coverings, gloves, etc.) based on the activities they are
performing and directions from the local authorities. Guests are
welcome to wear personal face coverings.

Electrostatic Spraying: We are utilising enhanced technologies,
including electrostatic sprayers with hospital-grade disinfectants,
to support our already rigorous cleanliness protocols.

Room Amenities: Every guest room is thoroughly cleaned and
disinfected prior to arrival of visitors. In-room coffee makers are
not available, but guests can request contactless coffee delivery.
Disinfectant wipes are also available in the room for every arriving
guest as well as upon request.

RIR - HERERRE

A. BRPEERFEZRNRITHES
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The hotel manager have also improved food and beverage hygiene by
stepping up the sanitary measures. A sanitary measures contactless and
paperless QR code solution for food and beverage orderings is adopted
for any outlets. Any room service and take-away items are individually
wrapped.

On the other hand, we are determined to provide a safe working
environment for our employees. With this regard, our hotel manager have
implemented good hygiene and infection control practices, including:

Provide workers with latest education and training on COVID-19
risk factors and protective behaviors (e.g. maintain of social
distancing, cough etiquette, and care of PPE).

Minimise contact among workers, clients, and customers by
replacing face-to-face meetings with virtual communications if
feasible.

Restrict the number of personnel entering certain areas, such as
lift.

Provide workers with PPE needed to keep them safe while
performing their jobs.

Facilitate air ventilation in the work environment.

Increase the frequency of cleaning and disinfection in workplace.

The Hotel had been closed following the imposition of the first national
lockdown in Paris since 17 March 2020 and still closed as at the date of
this Report. Given first quarter of the year 2021 has been the traditional
low season even before the COVID-19 pandemic, we have delayed the
re-opening of the Hotel to May 2021, subject to the then circumstances.
We will stay resilient to ensure our business continuity during this
unprecedented and challenging pandemic.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B. ENVIRONMENTAL

B1. Emissions

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

Compliance

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

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

RIR - HERERRE
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B1. BEHYD
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FrEE A 2 513 i }(3) Paris Marriott Hotel 7E #2
HERRB 2 BEPMEE 2B

Emission Type 2020 Unit
BB R —E°BRF B
Air emissions’

B

Nitrogen oxides (NOx) 832 kg
E=( ) Niy
Sulphur oxides (SOx) 0.03 kg
mealh NIy
Particulate matter (PM) 0.001 kg
RIFRF AF
{ The air emission and greenhouse gas emission is calculated based on 1 BRI E MR ERBEBHENE IR IE R B

the methodology suggested in the “Steps for ESG Reporting — Appendix
2: Reporting Guidance on Environmental KPIs” published by the Stock
Exchange of Hong Kong Limited.
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BRIERARAR | 2020 FF8% 37



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R - HERERRE

Unit
By

Emission Type 2020
HRIESR —ECEF
Greenhouse gas emissions’
BERBHKE
Total (Scope 1 & Scope 2) 322.48
wiH(BE - REE—
Scope 1 347
#HE—
Scope 2 319.01
HE—
Intensity (per room night) 35.32
ZE(BREZ®R)
Intensity (per gross floor area) 18.20

BE(SREmE)

Non-hazardous waste

BEZEEY
Total waste generated 216.64
FTEARBZENEE
Glass 69.30
W
Food waste 6.98
BEBRIR
Other general refuse 140.36
H i —AREEY)
Intensity (per room night) 12.23
ZE(BREEZ®R)
Intensity (per gross floor area) 3532
RE(FEEEE)
Waste to landfill 140.36
BAEEEHRERZEY
Waste to recycle 76.28
1) 1L

Note 1: We did not generate hazardous waste (as defined by regulations in France).

Note 2: All food waste and glass bottle were collected for recycling.

Note 3: Amount of other general refuse was estimated by considering the volume
of rubbish collection bin and the frequency of collection.

Note 4: The amount of paper waste was unavailable in 2020 due to pandemic
disruption.

Note 5: The Hotel had been temporarily closed due to the outbreak of COVID-19
during 17 March to 31 December 2020 resulted in the significant decrease
in air emission, greenhouse gas emission and non-hazardous waste.

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

Measures to handle waste, mitigate emissions and waste and RIZEERY) - RUEHERE R EEY N ERE R

results achieved BRR
Actively manage the use of electricity to reduce wastes that create . BREERE  UWRADTREREER
indirect greenhouse gas emission. ERBHERZBEEY)
Works collaboratively with different wastes recycling partners to . EARNEEZEY RN A EREEE
trim down the tonnage. BOBEEMEE -
Recycle organic wastes with a bio-wastes partners to turn wastes . HAEYBERMSIERHSEQ KA
into compost and biogas. FEEY) - SEEMEK SRR KA
K, ©
Recycle used oil, lamps, batteries, metal, plastic, glass and paper o BB ETRA @Hﬁl”&ﬂé\ﬂf » 3] Uy RE
through working with different recycling companies. HRE B 28 BB BB
R ARGk o
B2. Use of Resources B2. ERfE /A
1. Energy 1. B8R
During the course of our business, we consume an array of resources EREMEEEBNBRET  BMERZEE
ranging from electricity, water, town gas to food ingredients used in B AE K ERAZAREBHREOER

our food and beverage services. It is our policy to monitor each aspect Mo BPNBRERRYVERE—EER @ #
closely to make sure we are operating in a cost effective, sustainable and REMAETHARZ  AIFEEREEBE
responsible manner. During the Reporting Period, we have improved EOFAELEER - EREHERN - BRE
our energy management by implementing a number of energy saving M— R EREIE A B ERER » HIk

initiatives to optimise our usage of resources: ETRRERE
Resource Type 2020 Unit
AREE —E-BF B

Energy consumption

FEEE
In total 2,421,875.00  kWh
et FTEB
In electricity 939,988.00  kWh
E TELE
In steam production 1,005,771.00  kWh
KREE F R
In chilled water 459,000.00  kWh
RIK Rl
In non-renewable fuel 17,116.00  kWh
SER AN F B
Intensity (per room night) 26529 kWh/room night
ZE(BREZ®) TRE BHES®
Intensity (per gross floor area) 136.68  kWh/m2
HE(SREMmE) FRE,FHAK
Note 5: The Hotel was temporarily closed due to the outbreak of COVID-19 since s ZBEB_T_TF=A T+ tHE
17 March 2020 resulted in the significant decrease in energy consumption. COVID-19R B M E R RAR - BEFEREE RNIE
e
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Energy efficiency initiatives and results achieved
Turn off unnecessary lighting and air-conditioning.

Educate and inspire associates and guests to conserve and preserve.

Set and maintain standard indoor temperature.

Review regularly our environmental policy and energy saving

plan.

Closely monitor on energy consumption pattern and take

necessary actions if irregular usage is noticed.

Motion detectors are installed in back office area, public area restrooms

and meeting rooms. LED lightings are installed at back offices and LED

motion sensor lightings are installed in parking staircase.

Programmable thermostats are adopted in guest rooms and

meeting facilities.

Window sensors were installed in all guest rooms to switch off air-

conditioning system when windows are opened.

2. Water

Water is a basic necessity to all livings on earth but our access to water is
limited. With rapid growth in global population and urbanisation, water
management is crucial to maintain our sustainability. For this reason, it is

our policy to upholding best practices on water management throughout

our operations. During the Reporting Period, we have improved our water
management by implementing a number of water-saving initiatives to

optimise our usage of resources:

EFREE HE KR FR 1S B R
P TEENEENRER -
HENREBHEATAREABRELD
BRE o
RERRFEEEARE °
TE AR AT IR IR R I EfgERT & o

PEREERN  UTRERTEE
%Eﬁﬁ 5 RFERERFT R /T8 ©
FERSIMPWE - ARBEEFER
CRELEIIEREE - EERHEM
ZRIDEBUREFEESEFRTE
LEDENVERVAIELE ©
FRERERGZRERATREI (BT
%%o
ERMERER %ﬁmﬁ$vu%§
FTREFRIR A R4 -

2.7k

KERZWER EFFTEEYNEATE - B
MAURANRAKIEEER - BER2KAD
SR MESMMENERER - KER
ERHRFRMOUIBEEREWUEE - F
TR RPN BEREEBEFERESR -
BIFKEREEBEZRETR - RHTEHME
W EBRE— RHNEHRKEEAEEE
TREVER - BRMEATRKERER :

Resource Type 2020 Unit

ERER —BIEF  Bf

Water consumption 592900 m?

FEKE TR
Intensity (per room night) 0.65  m3/room night
ZE(BEEE®) MHEKR/EREE%
Intensity (per gross floor area) 033 m¥m?
ZE(FRERE) TR TFFK

Chilled water for cooling system 80,559.00 m3

RANRFETE AR LK AVAY
Intensity (per room night) 8.82  m3/room night
ZE(BEEE®) MHEKR/EREE%
Intensity (per gross floor area) 455  m3/m?2
ZE(FRERE) TR K

Note 6: The Hotel was temporarily closed due to the outbreak of COVID-19 since
17 March 2020 resulted in the significant decrease in water consumption.
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Water efficiency initiatives and results achieved
Encouraging guests to save water and reuse linen and towel
during their stay.
Close monitoring on water consumption pattern and take
necessary actions if irregular usage is noticed.
Adoption of low-flow water faucets in guest rooms and common
areas.
Introduction of low-flow showerheads and tap aerators in all
guest bathrooms.
Installation of water-efficient commercial dishwasher and washing
machines (except the washing machine in the kitchen).
Installation of low-flow pre-risen spray valves in kitchen.

B3. The Environment and Natural Resources
We did not notice our operations have significant impact on the
environment and natural resources.

C.SOCIAL

C1. Employment

As at 31 December 2020, we had seven employees working in Hong
Kong and Luxembourg. Employees working in our hotel (“hotel staff”) are
employed and managed by the third party hotel manager. However, we
work closely with hotel manager to ensure they have consistent policies
with us in handling employee matters and compliant with all relevant
laws and regulations in the area in which the Hotel operates.

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

Compliance

We were not aware of any material non-compliance with any relevant
laws and regulations that have a significant impact on the Group relating
to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, other
benefits and welfare, occupational health and safety, child and forced
labour and other laws and regulations related to employment during the
Reporting Period.
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C2. Health and safety

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

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

C3. Development and training

It is our policy that all new employees are required to attend orientation
training to ensure that they are familiar with our corporate values and
goals and to ensure that the employees understand their role in our
Group. Other trainings performed during the Reporting Period include
information protection, risk management, etc. Employees are also
encouraged to attend seminars relevant to their position to enhance their
work capability.

C4. Labour standards

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

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

C5. Supply chain management

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

C6. Product Responsibility

We believe that high quality service is essential to maintain long-term
relationship with our customers. It is our policy to provide services
with impeccable quality. The Hotel has in place its own “Standard
Operation Procedures” and “Quality Assurance Program” to ensure guests
satisfaction, and all hotel staff are well trained with respective standards
and procedures to deliver high quality services. Self-audit and third party
audits are performed regularly throughout the Reporting Period to ensure
the Hotel is providing the best and consistent customer experience in
terms of service, condition, cleanliness and operations standard.

Guest satisfaction

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

Our number one priority is to safeguard the well-being of both the
customers as well as the staff members. Surveillance cameras are installed
at hotel entrances and exits for security purpose. Our hotel operator also
conducts self-audit on operations and brand program regularly. Once
the hotel operator finds any non-compliance of food safety and fire/
life safety with self-audit standard, it will be resolved as soon as possible
in achieving safe operation. Apart from these, a comprehensive crisis
management plan is created to protect the Hotel and customers from
inevitable threats.

Personal data protection practice

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

Compliance

The Group was not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact on health and
safety, advertising, labelling and privacy matters relating to products and
services provided and methods of redress.
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C7. Anti-corruption

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

All hotel staff are required to stringently abide by the anti-corruption
guidelines and policies of the Hotel where bribery in any form is
prohibited. In cases when breaching of anti-corruption guidelines
are spotted, disciplinary actions including immediate termination of
employment and involvement of local authorities would be taken.
Whistleblowing hotline and online channel are set up for staff to
report any extortion, money laundering, fraud, bribery and corruption.
Whistleblowers can come forward on the condition of anonymity to
protect them from retaliation.

Hotel manager will also provide trainings to hotel staff on issue of
corruption on a regular basis.

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

C8. Community Investment
It is our policy to encourage our employees and hotel manager to
participate in and support in community services in order to lead a
healthy and balanced lifestyle.

Compliance

The hotel manager actively shared knowledge about global issues and
related topics with employees through internal newsletters in order
to promote better understanding and deeper appreciation for the
contributions and struggles of people and cultures different from one'’s
own and thus encourage them to participate in various community
activities.

The Group will also participate in community and public welfare activities
whenever possible.

CORPORATE GOVERNANCE

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

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

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

RISK MANAGEMENT STRUCTURE

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

Risk Management Structure
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Oversees the risk management and internal control systems;

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

BEAKE 2 EHREEMARAZE

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

systems; and
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Monitors the risk management and internal control systems in an on-going manner.
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Audit Committee
BExEEE

control systems;

Oversees the evaluation and improvement process of risk management and internal
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Reviews the Group's risk register; and
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Reviews and approves the internal control review plan and review results.
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Risk Management Structure

[ B B IR R A

Management and staff

EEENET

Internal audit function and
external auditors
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Identify and monitor all risks relevant to daily operations of the Group;
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Report to the Board and the Audit Committee on the risks identified including strategic,
operational, financial, reporting and compliance risks and its changes during the Year;
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Implement and execute and on-going monitor risk management and internal control
processes; and
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Develop and execute appropriate action plans to mitigate the risk-identified and to
resolve material internal control defects.
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Outsource the internal audit function to an independent internal control consultant;
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Review the effectiveness of the Group’s risk management and internal control systems;
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The scope of the internal control review is risk-based and is reviewed by the Audit
Committee;
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Communicate review result directly to the Audit Committee; and
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External auditors are also able to communicate internal control issues they noticed
during their audit to the Audit Committee directly.
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RISK MANAGEMENT PROCESS

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

Define risk
universe

FE 2 B

Monitoring and
report changes

B2 I 4R 5 )

Mitigate risks
B (R B

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

Maintain an effective internal control system at operational level

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

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

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

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

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

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

On-going risk monitoring at risk management level

The management identifies and mitigates major risks according to the risk
management process, the identified risks are summarised in risk register
and submitted to the Board and the Audit Committee for their review
together with a 3-year internal control review plan to enable the Board
and the Audit Committee effectively monitor major risks of the Group and
how the risks are managed. Major risks relevant to the Group are shown
on pages 51 to 53 of this annual report.
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Independent review

The Group had appointed an independent internal control consultant
to conduct an internal control review' for the Year, the scope of review
has covered the period from 1 January 2020 to 31 December 2020. The
results of the internal control review has been submitted to the Audit

Committee.

The management had established remediation and improvement plan
for internal control weaknesses identified. Nothing had come to the Audit
Committee’s or the Board’s attention to believe that risk management
and internal control systems of the Group were inadequate or ineffective.

! The internal control review performed by the internal control consultant does
not constitute an assurance engagement made in accordance with the Hong
Kong Standards on Auditing, Hong Kong Standards on Review or Hong Kong
Standards on Assurance Engagement issued by the Hong Kong Institute of

Certified Public Accountants.
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The Directors present their annual report and audited financial
statements for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES

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

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

BUSINESS REVIEW

During the Year, the Paris Marriott Hotel from the hotel operation
segment had been temporarily closed during the coronavirus pandemic
since 17 March 2020, due to the occurrence of the coronavirus pandemic
at the beginning of the Year in France and had no signs of subsidence
at the end of the Year. The Group recorded an impairment loss of
approximately HK$333.6 million as the result of the temporary closure of
the Paris Marriott Hotel.

Principal Risks and Uncertainties

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

Hotel Operation

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

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

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

(iii)

(iv)

Competition

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

Economic and market risks

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

Terrorism, diseases and natural disasters

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

Due to the outbreak and the widespread of the coronavirus
disease globally, the Paris Marriott Hotel was temporarily closed
since 17 March 2020. As a result, the revenue contributed by the
Paris Marriott Hotel was significantly decreased.

Indebtedness and interest rates

The Group maintains certain level of indebtedness to partly
finance the hotel property investment. The indebtedness level
could increase the vulnerability of the Group to adverse general
economic or industry conditions, and restrict the Group from
making strategic acquisitions or taking advantage of business
opportunities. Hence, increase in interest rates could materially
and adversely affect the results of the Group.
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(vi)

(vii)

During the year, there are certain financial covenants in respect
of the Group’s 5-year bank borrowings of EUR175,000,000
(equivalent to HK$1,625,806,000) with original maturity date on
14 October 2024 not fulfilled. The non-compliance of covenants
may result in the relevant banks to demand for the repayment
of borrowings before its maturity dates, and hence the bank
borrowings has been presented as current liabilities in the
consolidated financial statements as at 31 December 2020. The
Directors consider that the Group has taken various measures and
will have adequate funds available to enable it to operate as a
going concern.

Foreign exchange fluctuations

The Group has hotel operation in France in which revenue and
expenses are denominated mainly in Euro, Renminbi and Hong
Kong dollars. Therefore, the Group’s financial results are exposed
to foreign exchange risk as a result of fluctuation in currency
exchange rates.

Information technology systems

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

Money Lending

(i

Credit risk

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

(vi)

(vii)
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Environmental Policies

We are attentive to consumption of natural resources and reduction of
pollution during the course of managing our businesses. It is our goal
to minimise our environmental impacts through recycling of materials,
encouragement of resources savings and reduction of wastes. The Group
is committed to ensure our compliance with relevant environmental
protection laws and regulations. We also require our business partners to
comply with relevant environmental protection laws and regulations. For
further details on performance of the Group on environmental aspects
during the Year, please refer to our Environmental, Social and Governance
Report on pages 34 to 45.

Compliance with Laws and Regulations
The Group requires operations of the Company and its subsidiaries to
comply with the relevant laws and regulations in the territories in which
we operate. During the Year, the Board was not informed of any events
relating to violation of laws and regulations.

Key Relationships with Employees, Customers and Suppliers

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

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

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

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2020 and the
state of affairs of the Group at that date are set out in the audited financial
statement on pages 70 to 179.

The Board does not recommend the payment of any dividend for the year
ended 31 December 2020 (2019: nil)
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Dividend Policy

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

(if) final dividend;

(iii) special dividend; and

(iv) any distribution of net profits that the Board may deem
appropriate.

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

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

(a) the financial results of the Group;

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

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

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

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

(9) the statutory and regulatory restrictions; and

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

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

The Board will review the Dividend Policy from time to time.
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SUMMARY FINANCIAL INFORMATION

A summary of the results and the assets and liabilities of the Group for the
last five financial years, as extracted from the audited financial statements
and restated as appropriate is set out on page 180. This summary does not
form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group
during the Year are set out in note 14 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS
Details of movements in the Company’s share capital and share options
during the Year are set out in notes 30 and 31 to the financial statements.

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF

LISTED SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and the Group
during the Year are set out in note 44 to the financial statements and in
the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES
Details of the distributable reserves of the Company as at 31 December
2020 are set out in note 44 to the financial statements.

CHARITABLE CONTRIBUTIONS
During the Year, the Company did not make any charitable contributions
(2019: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group's five largest customers accounted
for approximately 21% of the total sales for the Year, sales to the largest
customer included therein amounted to approximately 9%. Purchases
from the Group's five largest suppliers accounted for approximately 43%
of the total purchases for the Year, purchases from the largest supplier
included therein amounted to approximately 13% of the total purchases
for the Year.
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None of the Directors or any of their close associates or any shareholders
(which to the knowledge of the Directors own more than 5% of the
Company's issued share capital) had any beneficial interest in the Group's
five largest customers or suppliers disclosed above.

DIRECTORS

The Directors during the Year and up to the date of this report are:

Executive Directors:
Mr. Xue Jian (Chief Executive Officer)
Mr. Law Wing Chi, Stephen

Independent non-executive Directors:
Mr. Tam Sun Wing

Mr. Ng Ge Bun

Mr. He Yi

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

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

BIOGRAPHICAL DETAILS OF DIRECTORS
Biographical details of the Directors are set out on pages 11 to 12 of this
report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTOR’S REMUNERATION

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

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

DIRECTORS’ INTERESTS IN CONTRACTS

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

MANAGEMENT CONTRACTS
The Group entered into or maintained following management contracts
for its Hotel during the Year.

Paris Marriott Hotel

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

The Group signed a hotel asset management services contract with
Jones Lang LaSalle Hotels & Hospitality Group in relation to the Paris
Marriott Hotel on 2 September 2019. The contract period commenced on
1 November 2019 and will expire on 31 October 2022.

No Director had interests in the above contracts.
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DIRECTORS’ AND CHIEF EXECUTIVE'’S INTERESTS
AND SHORT POSITIONS IN SHARES AND
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
the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out in Appendix 10 to 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
Director
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EEfA 51 HERGHE
Mr. Xue Jian Beneficial owner 127,780,000
BT Em#EA A
Mr. Law Wing Chi, Stephen Beneficial owner 10,000,000
EAKESLAE EmEAA
Save as disclosed above, none of the Directors or chief executive has an B EXPFIEEZEEIN  SEERFTETHRAER

interest or a short position in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the meaning
of the SFO) that was required to be recorded pursuant to Section 352 of
the SFO, or otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

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

CONTRACT OF SIGNIFICANCE

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a substantial shareholder of the
Company or any of its subsidiaries had a material interest, whether
directly or indirectly, subsisted at the end of the Year or at any time during
the Year.

TAX RELIEF AND EXEMPTION
The Company is not aware of any tax relief and exemption available to the
shareholders by reason of their holding of the Company’s listed securities.

PERSONS HOLDING 5% OR MORE INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 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:
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Number of Percentage of
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Name of shareholders Capacity shares held capital
Fr¥s HE T
BREHHE 14 HERYE RAB DL
Mr. Du Shuang Hua ' Interest of controlled corporation 708,000,000 5.54%
THEEEESE A SN o
Happy Sino International Limited ' Beneficial interest 708,000,000 5.54%
BamtEs
Mr. Zhang He Yi' Beneficial interest 1,400,000,000 10.96%
SRAIZESEAE Bt
Ms. Lu Xiaomei 2 Interest of controlled corporation 753,190,000 5.89%
BRI RL 12 REEHERE 2 R
Sincere Profit Group Limited 2 Beneficial interest 753,190,000 5.89%
B
Ga Leung Investment Company Limited 3 Beneficial Interest 1,866,666,666 14.61%

BERIEEARARS

60 Kai Yuan Holdings Limited | Annual Report 2020

e

EmiEn



DIRECTORS' REPORT
EEGHRES

Number of Percentage of

ordinary issued share
Name of shareholders Capacity shares held capital
PR HE®T
BREEAB &4 ZRERHE BRABDL
Mr. Sun Yong Feng ? Interest on controlled corporation 1,866,666,666 14.61%
TROKIE S 43 THEE 2
Beneﬂoal interest 133,000,000 1.04%
Bt
Ms. Meng Ya * Interest of spouse 1,999,666,666 15.65%
mAE L B
Mr. Hu Yishi Beneficial interest 1,300,000,000 10.17%
HAER L4 Bt
! Mr. Du Shuang Hua and Mr. Zhang He Yi beneficially owns 85% and 15% ! MEFELERRNELXEDNERESR
interest respectively in the issued share capital of Happy Sino International Happy Sino International Limited B % 17 %
Limited. Mr. Du Shuang Hua is deemed to be interested in the 708,000,000 AR85% K 15% s  BIEFEH NS 0
shares held by Happy Sino International Limited under the provisions of 63+ M & EE S A AR A R Happy Sino
the SFO. International Limited$¥ A 708,000,000 A% A%
DA o
2 Ms. Lu Xiaomei beneficially owns 100% interest in the issued share capital 2 ¥ /)N 22 = & %= # A Sincere Profit Group
of Sincere Profit Group Limited. Ms. Lu Xiaomei is deemed to be interested L\m|tedE§"¥ﬁHx$100%ka BIEES K
in the 753,190,000 shares held by Sincere Profit Group Limited under the BREIRBIE - B /IMELZ TR AR Sincere
provisions of the SFO. Proflt Group Limited # A 2 753,190,000 % I%
AR -
g Mr. Sun Yong Feng beneficially owns 100% interest in the issued capital 3 FokBEEERRARRIZFEABRATE R
of Ga Leung Investment Company Limited. Mr. Sun Yong Feng is deemed FTRRZAN100% 2  1RIR 3 5 K B & 1601 M
to be interested in the 1,866,666,666 shares held by Ga Leung Investment X BKIEEEERARERIEEGRA

Company Limited under the provisions of the SFO.

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

5 21,866,666,666 M A% 17 AP B S o

EWL T BFEKBEE S - T
RARFKIE L LB R 21,999,666,666
B AD PR HERS o

Save as disclosed above, as at 31 December 2020, no person, other B EXFTHEEEIN R _ZTF+ A
than the Directors and chief executive of the Company, whose interests =t+—H BEANAT(ARRAESREE
or short positions are set out in the section titled “Directors’ and chief TTHABRIN  BEMEB CERIOARH
executive’s interests and short positions in shares, underlying shares REXTEEZREZTHRAERKSD « BERK
and debentures” above, had any interest or short position in the shares MEkEHFzBERRAR | —8)RAEARF 2K
or underlying shares of the Company that was required to be recorded DR GO B RIEE %?&Hﬁ =L
pursuant to Section 336 of the SFO. 3361K 2 HRTER TRk 2 RSB ©
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CORPORATE GOVERNANCE
Particulars of the Company’s corporate governance practices are set out
in the Corporate Governance Report on pages 13 to 33 of this report.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

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

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company had
maintained a sufficient public float throughout the year ended
31 December 2020 and as at the date of this report.

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

EMOLUMENT POLICY

Emolument policy on the remuneration of the Directors and the
employees of the Group is reviewed periodically and determined by
reference to market terms, the Group’s performance and individual
qualifications and performance. The Company has adopted the Scheme
as an incentive to the Directors and eligible employees, details of the
Scheme are set out in note 31 to the financial statements.

AUDITORS

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

On behalf of the Board

Law Wing Chi, Stephen
29 March 2021
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INDEPENDENT AUDITORS'REPORT

Ernst & Young
22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

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

OPINION

We have audited the consolidated financial statements of Kai Yuan
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 70 to 179, which comprise the consolidated statement
of financial position as at 31 December 2020, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2020, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA”") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Material uncertainty related to going concern

We draw attention to note 2.1 to the financial statements which indicates
that as at 31 December 2020, the Group had net current liabilities of
HK$621,740,000. This condition, along with other matters as set forth
in note 2.1, indicate the existence of a material uncertainty which may
cast significant doubt about the Group'’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter

BASIS FOR OPINION

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

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

In addition to the matters described in the Material Uncertainty related to
going concern, we have determined the matters described below to be
the key audit matters to be communicated in our report.

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

BREEH
RRETERERERMNZEEHE - B8
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FAsEEAT SR ©
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ERIROLERE -

statements.

Key audit matter

BREEE

How our audit addressed the key audit matter

BRANETNNEERARETSH

Impairment assessment of the French hotel property

BB G YR 2 R E

The Group had the French hotel property with a carrying
amount of HK$2,648 million, represented 65% of the total
assets of the Group as at 31 December 2020. As the carrying
amount of the Group’s net assets was higher than the Group’s
market capitalization, the Group involved external experts
to perform an impairment assessment on the French hotel
property based on an income approach to estimate the fair
value less costs of disposal. This matter was significant to our
audit because the balance of the French hotel property was
material to the consolidated financial statements. Further, the
assessment process was complex and involved significant

judgements.
RZZB_ZF+_A=+—H X EBE5EZEEREES

2,648,0000008 T 2 ABIBE M - BEf BEEEBEE
65% ° AR BEBFEEZEEESR BEEBZER

mE - BRERPIINEERRBRAEREBEEEDE
EITRERNE - EERIFERELERAN o L EHHE
MEABEE  RAREZREEYX 2 EHREES MR
REBEZ - Wi - SHEBRREM - S RERHE -

The directors of the Company concluded that, based on the
assessment result, impairment loss on property, plant and
equipment of HK$334 million has been recognised for the year.
Related disclosures about the impairment of non-financial
assets are included in note 3 and 14 to the financial
statements.

ERRIEFRLE  ANTEAER  AFEEHIWE - K
B5 I 5% &R (B &5 18334,000,0008 7T - BHFESRMEERE
Z BB RN R R M s 14 o
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Our procedures included, among others, assessing the
competence, capabilities and objectivity of its external experts
and involving our valuation experts to assist us in evaluating
the methodologies used by the Group’s external experts
to determine the fair value less costs of disposal as at 31
December 2020 and testing the assumptions, in particular, the
average daily rate per room, occupancy rate, discount rate,
long-term growth rate and terminal capitalisation rate.
BANEFERE (AheiE) AEIMNEER 2 BEIZE
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KEY AUDIT MATTERS (CONTINUED)
BARFTEEH ()

Key audit matter

BEETEE

BT ES

How our audit addressed the key audit matter

RANETNMEEERETSE

Fair value of investment in convertible bonds

AHEREFIRE S N FE

The Group had an investment in convertible bonds designated
at fair value through profit or loss with a carrying amount of
HK$106 million as at 31 December 2020. The Group involved
external experts to assess the fair value of the investment in
convertible bonds using valuation techniques. This matter was
significant to our audit because the balance of the financial
assets at fair value through profit or loss was material to the
consolidated financial statements. Further, the assessment
process was complex and involved significant judgements.
EEER T _THF+_A=1+—RAEERATEFAE
@2 R E IR B Z BRE{E /3 106,000000/87C © HE
B HIMNEERRABERMTEITRRESFREZAF
B - WEEHRMNEXBERZ  REAR/KRATE AR
HZEHMEBEEZERUGEEMBERRBESR - I - 7114
RFFERM - By REXHE -

Related disclosures about the assessment of the fair value
of the financial assets at fair value through profit of loss are
included in notes 3, 22 and 41 to the financial statements.
BHEFERATEFAEBERZERMEELNFECIEEREE
BN SR MIEE3 - 2241 o

Our audit procedures included, among others, assessing the
competence, capabilities and objectivity of its external experts
and involving our valuation experts to assist us in evaluating
the methodologies used by the Group's external experts to
determine the fair value of investment in convertible bonds as
at 31 December 2020 and testing the assumptions in particular,
time to expiration, risk free rate, share price, expected volatility,
discount rates and others.
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

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

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this
regard.

RESPONSIBILITIES OF THE DIRECTORS FOR

THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group's financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group's internal control.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF BB SRR REAKIE