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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 2023 (the "Year”),
together with the comparative figures for the year ended 31 December
2022 (the "Preceding Year”).

The Group recorded a loss of approximately HK$2.4 million for the
Year, as compared to the loss of approximately HK$41.1 million for the
Preceding Year. The reduction in the expected loss for the Year is mainly
attributable to the increase in the Group's revenue and gross profit
contributed by the Paris Marriott Hotel Champs-Elysees (“Paris Marriott
Hotel”) to approximately HK$293.6 million and approximately HK$9.0
million, respectively for the Year; but compensated by (i) the increase in
the provision for expected credit loss on the loan granted to an associate
to approximately HKS$8.2 million for the Year; and (ii) the record of the
provision for expected credit loss from the unsecured convertible bonds
invested by the Company of approximately HK$11.3 million for the Year.

HOTEL OPERATION

The Group recorded the revenue of approximately HK$293.6 million from
the hotel operation segment, representing an increase of approximately
91.3%, from the approximately HK$153.5 million for the Preceding Year.
The increase in revenue of the hotel operation segment for the Year
was mainly attributable to the increase in revenue contributed by the
Paris Marriott Hotel. The Paris Marriott Hotel was partially closed in the
Preceding Year to carry out phase 1 renovation of 80 guestrooms (the
“Phase 1 Renovation”). As a result, the number of guestrooms available
for sale was reduced. Phase 1 Renovation was completed in October
2022. During the Year, all 192 rooms of the hotel were available to receive
guests, therefore resuming the number of room nights available for
sale during the Year. Leisure travellers from the US and the Middle East
continued to return to France, together with the various major events
that took place in Paris throughout the Year, contributed to the hotel’s
average daily rate and revenue per available room rising significantly
beyond the pre-coronavirus pandemic levels. All these contributed to
the increase in gross profit recorded in this segment during the Year as
compared to the gross loss recorded in the Preceding Year.
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INTERESTS IN AN ASSOCIATE

A loan was granted in 2020 to dt RILIH BRI BR A A (Beijing
Chemical Reaction Engineering Science & Technology Co., Limited*) (the
"Associate”, which together with its subsidies, the “Associate Group”) an
associate of the Company, whereupon the Group obtained a pledge on
the assets by one of the companies in the Associate Group to secure the
loan (the “Pledge Associate”).

On 19 January 2023, the Group made an application to the People’s
Court of Leling City, Shandong, the PRC (LB & £ A RIEBR) (the
"Court”) to apply for enforcement (the “Enforcement”) of the pledged
assets such that the proceeds could be applied towards repayment of the
loan principal, the interests and penalty relating thereto. On 6 September
2023, the Group received a judgment from the Court dismissing the
Group'’s Enforcement application. The Company was later informed by
the Pledge Associate that it had submitted an application to the Court for
liquidation restructuring (B E B %) (“Liquidation Restructuring”).

The Company recorded the provision for expected credit loss of
approximately HK$8.2 million for the Year (2022: approximately HK$3.5
million).

CONVERTIBLE BONDS
As to the three-year convertible bonds (the “Convertible Bonds”)
subscribed by the Group recorded under financial assets at fair value
through profit or loss, the Group recorded the interest from the
Convertible Bonds of approximately HK$7.8 million during the Year (2022:
approximately HK$7.8 million).

Reference is made to the announcement of the Company dated 24
November 2023: the maturity date of the Convertible Bonds fell on 16
November 2023 (“Maturity Date”). As at the Maturity Date, (i) none of the
Convertible Bonds had been converted; (ii) relevant interest payments
had been made; but (iii) the aggregate principal amount of HK$97.8
million (the “Principal”) had not been repaid. On 17 November 2023, the
Group demanded the Convertible Bonds issuer (the “Issuer”) in writing
for repayment of the Principal and the default interest accrued thereon.
Thereafter, the Group conducted meetings with the management of
the Issuer as regards repayment. Up to the date of this report, the Group
received HK$15.0 million from the Issuer as partial repayment of the
Principal, and the remaining principal unpaid was HK$82.8 million (the
"Outstanding Principal”).

* For Identification Purpose only
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The Company recorded the provision for expected credit loss of
approximately HK$11.3 million from the Convertible Bonds during the
Year (2022: Nil).

Further details on the operations of the Group for the Year will be
provided in the section headed Management Discussion and Analysis.

Looking forward, the Board is of the opinion that the Paris Marriott Hotel
from the hotel operation segment will benefit from the 2024 Olympic and
Paralympic Games in Paris. Despite the positive expectation, the outlook
for the Paris Marriott Hotel is complicated by a number of factors, such
as the continual rise in prices in Europe as interest rate in the Euro Area
remains at all-time high, ongoing geopolitical tensions between Ukraine
and Russia, social unrest among the Euro Area, and the requirements on
renewable energy and climate-related measures in France. The Board
will also remain vigilant and proactive with regard to the interests in the
Associate and the Convertible Bonds to safeguard the interests of the
Company and its shareholders.

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

25 March 2024
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Overview

For the year ended 31 December 2023, revenue of the Group amounted
to approximately HK$293.6 million, representing an increase of
approximately 91.3% from the approximately HK$153.5 million for the
Preceding Year. The significant increase in revenue during the Year was
mainly attributable to the increase in the revenue contributed by the Paris
Marriott Hotel of the hotel operation segment.

As to the loan to an associate, the Group recorded the provision for
expected credit loss of approximately HKS$8.2 million during the Year
(2022: approximately HK$3.5 million). Further details on the provision for
expected credit loss will be provided in the segmental review below.

As to the matured three-year convertible bonds (the “Convertible
Bonds") subscribed by the Group, the Group recorded the provision for
expected credit loss of approximately HK$11.3 million for the Year (2022:
Nil). Further details on the provision for the expected credit loss will be
provided in the segmental review below.

The Group recorded the loss for the Year of approximately HK$2.4
million, representing a decrease of approximately 94.2% from the loss of
approximately HK$41.1 million for the Preceding Year. The reduction in
the expected loss for the Year is mainly attributable to the increase in the
Group's revenue and gross profit contributed by the Paris Marriott Hotel;
but compensated by (i) the provision for expected credit loss on the
loan granted to an associate to approximately HK$8.2 million for the Year
(2022: approximately HKS$3.5 million); and (ii) the provision for expected
credit loss on the Convertible Bonds of approximately HK$11.3 million for
the Year (2022: Nil).

The loss attributable to owners of the Company for the Year was
approximately HK$2.4 million, as compared to the loss of approximately
HK$41.1 million for the Preceding Year. The basic and diluted loss per
share for the Year was HK0.02 cents, as compared to the basic and diluted
loss per share of HK0.32 cents for the Preceding Year.
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The total non-current assets of the Group as at 31 December 2023
amounted to approximately HK$2,449.9 million, representing an increase
of approximately 0.4% from approximately HK$2,440.1 million as at 31
December 2022. The increase in the total non-current assets of the Group
during the Year was mainly due to the increase in the value of property,
plant and equipment as a result of the appreciation of Euro against Hong
Kong Dollar. The total current assets of the Group as at 31 December 2023
amounted to approximately HK$1,218.1
of approximately 3.5% from approximately HK$1,176.4 million as at 31

million, representing an increase

December 2022. The increase in the current assets of the Group during
the Year was mainly due to the increase in cash and cash equivalents.

The total current liabilities of the Group as at 31 December 2023
amounted to approximately HK$1,594.9 million, representing an increase
of approximately 1,623.1% from approximately HK$92.6 million as at 31
December 2022. The increase in the total current liabilities of the Group
during the Year was mainly due the reclassification of the euros 175
million bank loan from non-current liabilities to current liabilities as this
bank loan will mature in October 2024. The total non-current liabilities
of the Group as at 31 December 2023 amounted to approximately
HKS$145.3 million, representing a decrease of approximately 90.9%
from approximately HK$1,593.4 million as at 31 December 2022. The
decrease in the non-current liabilities was mainly due to reclassification
of the euros 175 million bank loan from non-current liabilities to current
liabilities as this bank loan will mature in October 2024.

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

The Group recorded the revenue of approximately HK$293.6 million from
the hotel operation segment, representing an increase of approximately
91.3%, from the approximately HK$153.5 million for the Preceding Year.
The increase in revenue of the hotel operation segment for the Year
was mainly attributable to the increase in revenue contributed by the
Paris Marriott Hotel. The Paris Marriott Hotel was partially closed in the
Preceding Year to carry out phase 1 renovation of 80 guestrooms (the
“Phase 1 Renovation”). As a result, the number of guestrooms available
for sale was reduced. Phase 1 Renovation was completed in October
2022. During the Year, all 192 rooms of the hotel were available to receive
guests, therefore resuming the number of room nights available for sale
during the Year. During the Year, Paris remained one of the world’s best
city destinations according to Euromonitor. Leisure travellers from the
US and the Middle East continued to return to France, together with
the various major events that took place in Paris throughout the Year,
contributed to the hotel’s average daily rate and revenue per available
room rising significantly beyond the pre-coronavirus pandemic levels. All
these contributed to the increase in gross profit recorded in this segment
during the Year as compared to the gross loss recorded in the Preceding
Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company recorded the profit of approximately HK$9.0 million in this
segment for the Year, as compared to the loss of approximately HK$51.0
million for the Preceding Year. The turnaround from loss during the
Year was mainly attributable to the increase in revenue and gross profit
generated by the Paris Marriott Hotel during the Year.

Below is a comparison of the operational performance of the Paris
Marriott Hotel during the Year against the Preceding Year.
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A B AN A BIE I 75 308115 % F1 499,000,000
BT A FE S EE 951,000,000 T °
AFEEHELEEEZERPAFEParis Marriott
Hotel B A&« Wias R EFIIE 1 -

T Z= tLEParis Marriott Hotel R AN E & & £ FEE
ZEBRIE o

2023 from 2022 from

1 January to 1 January to

31 December 31 December

—E-=F —E-_F

BE—HA—H E—H—H

E+=A E+=A

=t+-—-H =t—HA

Occupancy ANEE 76.2% 46.3%
Average Room Rate FHEEE €570 & €500BX 28
RevPAR* TR W €434EE €236 &

* Revenue per available room

Money Lending

The Group did not record any revenue from this segment during the Year
(2022: Nil). The Group recorded a loss of approximately HK$1.0 million
from this segment for the Year, as compared to the loss of approximately
HKS$0.9 million for the Preceding Year. There was no mortgage loan
receivable as at 31 December 2023 (31 December 2022: Nil).

Equity Investment

Interests in an Associate

As to the loan granted to dt R ElIR EEHE B R A & (Beijing Chemical
Reaction Engineering Science & Technology Co., Limited*) (the
"Associate”, which together with its subsidiaries, the “Associate Group”),
reference is made to the announcements of the Company dated 19
January 2023, 4 August 2023, 7 September 2023 and 5 January 2024, the
annual report of the Company for the year ended 31 December 2022, and
the interim report of the Company for the six months ended 30 June 2023
in relation to, among other matters, the assets pledged to the Group by
one of the companies in the Associate Group (the “Pledge Associate”).

*

for identification purposes only
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On 19 January 2023, the Group made an application to the People’s
Court of Leling City, Shandong, the PRC ( LB & £ A REBT ) (the
“Court”) to apply for enforcement (the “Enforcement”) of the pledged
assets such that the proceeds could be applied towards repayment of the
loan principal, the interests and penalty relating thereto. On 20 February
2023, the Court accepted this case for hearing. The Group had thereafter
been waiting for reply from the Court regarding the date of hearing.
On 6 September 2023, the Group received a judgment from the Court
dismissing the Group’s Enforcement application. The Group was later
informed by the Pledge Associate that it had submitted an application
to the Court for liquidation restructuring ( % & & % ) (“Liquidation

Restructuring”).

Expected Credit Loss Assessment

The Company carried out an assessment on whether an allowance for
expected credit loss (the “ECL") is required on the assets pledged by the
Pledge Associate (the “Pledged Assets”) in accordance with the Hong
Kong Financial Reporting Standard 9 (the "HKFRS 9”). Pursuant to HKFRS
9, credit loss is the difference between all contractual cash flows that are
due to an entity in accordance with the contract and all cash flows that
the entity expects to receive, discounted at the original effective interest
rate or credit-adjusted effective interest rate on purchased or originated
credit-impaired financial assets. The method used for the measurement
of ECL should reflect: an unbiased weighted amount, the time value
of money and the reasonable and supportable information about past
events, current conditions and forecasts of future economic conditions
available at the reporting date without undue cost or effort. The Company
engaged an independent valuer (the “Valuer”) to perform assessment
on the valuation on the ECL of the Pledged Assets as at 31 December
2023 (the "Valuation Report”). During the Year, a provision for ECL on the
Pledged Assets of approximately HK$8.2 million (2022: approximately

HKS$3.5 million) was recorded.

The ECL Valuation

According to the Valuation Report, the ECL model divides financial
assets into three stages according to the credit risk status to ensure the

appropriate and timely recognition of ECL:

Stage 1, i.e. the stage of high-quality assets, which applies
to assets or portfolios with low credit risk and no significant
increase in risk since their initial recognition. Provision shall be
made for credit losses that may occur within 12 months after the
reporting date, i.e. 12-month ECL. Interest income is calculated by

multiplying the effective interest rate by the amount of assets.
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Stage 2, i.e. the stage of decline in asset quality, which applies
to financial assets or portfolios with a significant expected
increase in credit risk but no objective impairment events since
their initial recognition. Provision shall be made for ECL over the
assets’ lifetime, i.e., lifetime ECL. Interest income is calculated by
multiplying the effective interest rate by the amount of assets.

Stage 3, i.e. the stage of deterioration of asset quality to “non-
performing”, which applies to financial assets under Stage 2 that
suffer from credit impairment (i.e. loss events). Lifetime ECL shall
be continuously recognised. Interest income is calculated based
on amortised cost, i.e. the gross carrying amount less the net
impairment allowance.

Upon analysis and discussions with the Company’s management on
the borrower’s credit risk profile, the Valuer consider the financial assets
conformed with the characteristics of Stage 3 above. Accordingly, the
Valuer had used the following formula in making the ECL assessment:

ECL = value of the pledged assets — outstanding amount relating to the
construction-in-progress as regards the pledged assets — default debt
exposure position.

(i) Value of the Pledged Asset

The Valuer valued the Pledged Assets on the basis of the Group's
recovery in the event of liquidation of the Pledge Associate, being
the “orderly liquidation value” (B /5 & E &) (the “OLV"). An
OLV refers to an estimate of the gross amount that the tangible
assets would fetch in an auction-style liquidation with the seller
needing to sell the assets on an “as-is, where-is" basis. Pursuant
to the Valuation Report, the OLV of the Pledged Assets was
RMB135.4 million (equivalent to approximately HK$147.2 million)
as at 31 December 2023 (2022: RMB147.1 million (equivalent to
approximately HK$164.7 million).

In calculating the OLV of the Pledged Assets, the Valuer had (i)
assessed the fair value of the land parcel primarily by making
reference to certain comparable transactions available in the
area where the assessed object is located by referring to the land
transactions disclosed by the local land reserve centre and public
domain; and (ii) assessed the fair value of construction-in-progress
by analysing the value of the new built assets and adjusting
factors based on market data and their useful life.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEERWR D

(ii) Outstanding amount relating to the construction-in-progress as
regards the Pledged Assets
The outstanding amount relating to the construction-in-progress
as regards the Pledged Assets amounted to RMB33.3 million
(equivalent to approximately HK$36.2 million) as at 31 December
2023 (2022: RMB37.7 million (equivalent to approximately HK$42.2
million).

(iif) Default debt exposure position
As at 31 December 2023, the Group's default debt exposure
position was equivalent to the outstanding principal amount and
interest under the Loan, being RMB199.5 million (equivalent to
approximately HK$216.9 million).

By applying the above formula, the ECL had come to the amount
of RMB97.5 million (equivalent to approximately HK$106.0
million). Accordingly, the Company recorded the provision for
impairment of approximately HK$8.2 million to the Pledged Assets
as at 31 December 2023 (2022: RMB3.1 million (equivalent to
approximately HK$3.5 million)).

Other Investment

Convertible Bonds

As to the Convertible Bonds, the Group recorded the interest from the
Convertible Bonds of approximately HK$7.8 million during the Year (2022:
approximately HKS$7.8 million).

Reference is made to the announcement of the Company dated 24
November 2023: the maturity date of the Convertible Bonds fell on 16
November 2023 (“Maturity Date”). As at the Maturity Date, (i) none of the
Convertible Bonds had been converted; (ii) relevant interest payments
had been made; but (iii) the aggregate principal amount of HK$97.8
million (the “Principal”) had not been repaid. On 17 November 2023, the
Group demanded the Convertible Bonds issuer (the “Issuer”) in writing
for repayment of the Principal and the default interest accrued thereon.
Thereafter, the Group conducted meetings with the management of
the Issuer as regards repayment. Up to the date of this report, the Group
received HK$15.0 million from the Issuer as partial repayment of the
Principal, and the remaining principal unpaid was HK$82.8 million (the
"Outstanding Principal”).
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MANAGEMENT DISCUSSION AND ANALYSIS

Expected Credit Loss Assessment

According to Hong Kong Financial Reporting Standard 9 - Financial
Instruments (“HKFRS 9”), the ECL model applies to debt instruments (such
as bank deposits, loans, debt securities and trade/account receivables)
recorded at amortised cost or at fair value through other comprehensive
income, plus lease receivables, contract assets and loan commitments
and financial guarantees contracts that are not measured at fair value
though profit and loss.

The guided principle of ECL model is to reflect the general pattern
of deterioration or improvement in the credit quality of financial
instruments. Amount of ECLs recognised as a loss allowance or provision
depends on the extent of credit deterioration since initial recognition.

An entity shall measure ECL of a financial instrument in a way that reflects:

- an unbiased and probability-weighted amount that is determined
by evaluating a range of possible outcomes;

- the time value of money; and

- reasonable and supportable information that is available without
undue cost or effort at the reporting date about past events,
current conditions, and forecasts of future economic conditions

Forward-looking Information for Companies and Counterparties
Adjustment was made based on the recent and forecasted
macroeconomic data. We have relied on the multiple linear regression
model to study the relationship between probability of default (the “PD")
and macroeconomic data.

In regression analysis, logistic regression (or logit regression) is adopted
to estimate the parameters of a logistic model. We have relied on the
historically available local macroeconomic data as predictors of PD. We
adopted the PD for all rated bonds from credit rating agency to assess the
relationship between PD and macroeconomic data.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWE D

Valuation Methodology
The general formula of the ECL is as follows:

i=1

ECL= Z EAD, x PD, x LGD, x DF,

Where:

T

EAD = Exposure at Default

PD = Probability of Default

LGD = Loss Given Default

DF = Discount Factor (if applicable)

When assessing significant increases in credit risk, there are several
operational simplifications available, such as low credit risk simplification.
Stage 2 and 3 differ in how interest revenue is recognised. Under Stage 2

(as under Stage 1), there is a full decoupling between interest recognition

and impairment and interest revenue is calculated on the gross carrying
amount. Under Stage 3 (where credit event has occurred, defined similarly
to an incurred credit loss under HKAS 39), interest revenue is calculated
on the amortised cost.

There are 2 alternatives to the approach of ECL assessment:

(M

Simplified approach, that is either required or available as a policy
choice for trade/account receivables, contract assets and lease
receivables. The simplified approach does not require an entity
to track the changes in credit risk, but, instead, requires the entity
to recognise a loss allowance based on the lifetime ECLs at each
reporting date, right from origination. An entity is required to
apply the simplified approach for trade/account receivables or
contract assets that result from transaction within the scope
of HKFRS 15 and that do not contain a significant financing
component, or when the entity applies the practical expedient for
contracts that have a maturity of one year or less, in accordance
with HKFRS 15.

General approach, there are 2 measurement bases for ECL
assessment:

12-month ECLs (Stage 1), which applies to all items (from initial
recognition) as long as there is no significant deterioration in
credit quality;
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MANAGEMENT DISCUSSION AND ANALYSIS

Lifetime ECLs (Stage 2 and 3), which applies when a significant
increase in credit risk has occurred on an individual or collective
basis.

The General approach with the lifetime ECLs is selected.
ECL are computed with the following input:
PD: ranged between 6.16% to 32.6% is applied);
LGD: is applied at 61.5%; and
the ECL rate was approximately 13.0%.

Based on the formula above, the provision for expected credit loss on
the Outstanding Principal as at 31 December 2023 was approximately
HK$11.3 million (2022: Nil).

PROSPECTS

Hotel Operation

The 2024 Olympic and Paralympic Games in Paris will undoubtedly be a
major event in France. Paris is reportedly expecting more than 15 million
visitors from around the world to watch world-class athletes perform at the
highest level. Such a high demand for hotel rooms during the Olympics
is expected to drive up occupancy and average room rate of the Paris
Marriott Hotel. Despite the positive expectation, the outlook for the Paris
Marriott Hotel is complicated by a number of factors, such as the continual
rise in prices in Europe as interest rate in the Euro Area remains at all-time
high, ongoing geopolitical tensions between Ukraine and Russia, social
unrest among the Euro Area, and the requirements on renewable energy
and climate-related measures in France.

In the meantime, the Board is considering the proposals for phase 2
renovation of the Paris Marriott Hotel with regard to the remaining
guestrooms and internal facilities.

Finally, the Euros 175.0 million bank loan (the “Loan”) obtained for the
acquisition of the Paris Marriott Hotel will mature by October 2024. The
Company has already entered into discussions with the bank regarding
renewal of the Loan.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWR DN

Money Lending

The Board considers Hong Kong’s mortgage loan market will remain
challenging, being heavily competitive with uncertain prospects. The
Board would exercise the utmost caution when conducting mortgage
loan business in Hong Kong.

Equity Investment and Other Investment

Interests in an Associate

Reference is made to the announcement of the Company dated 22 March
2024: the Court had (i) granted an order approving commencement of
the pre-reorganisation procedures (FAEEF2 7 ) of the Pledge Associate;
and (i) granted an order appointing the liquidation team (;& & #H) of the
Pledge Associate as the provisional administrator ( BREFE I A ) of the
said pre-reorganisation. The Company is currently seeking legal advice
as to the appropriate legal actions to be taken in order to safeguard the
interests of the Company and its shareholders. The Company will keep
its shareholders and investors informed of any material development,
and will publish relevant announcements as and when appropriate in
accordance with the Listing Rules.

Convertible Bonds

The Issuer has submitted and the Board has accepted, pending signing
of formal and binding agreements, a preliminary proposal from the Issuer
as regards repayment of the Outstanding Principal and default interest
in instalments. In addition, personal guarantees and assets pledge are
proposed be provided to the Group. As at the date of this report, the
Group is in the process of entering into formal and binding agreements
with the Issuer regarding the above. The Board will closely monitor the
repayment progress. Further legal action will be considered if necessary.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES
As at 31 December 2023, total assets and net assets of the Group were
approximately HK$3,668.0 million and HK$1,927.8 million respectively
(31 December 2022: approximately HK$3,616.6 million and HK$1,930.6
million, respectively). The cash and bank balance of the Group as at
1 December 2023 were approximately HK$884.2 million, and were
denominated in Hong Kong dollar, Euro, United States dollar and
Renminbi (31 December 2022: approximately HK$700.2 million).
The total current assets of the Group as at 31 December 2023 were
approximately HK$1,218.1 million (31 December 2022: approximately
HKS$1,176.4 million). As at 31 December 2023, the Group had net current
liabilities of approximately HK$376.8 million (31 December 2022: net
current assets of approximately HK$1,083.9 million). The Group adopted
a conservative treasury approach and had tight control over its cash
management. As at 31 December 2023, the Group had outstanding bank
loans and other borrowings amounted to approximately HK$1,502.7
million' (31 December 2022: approximately HKS$1,450.1 million), all
of which were due within one year (31 December 2022: Nil). As at 31
December 2023, the Group's gearing ratio (total borrowings/total assets)
was approximately 41.0% (31 December 2022: approximately 40.1%).
The Group constantly monitors its cash flow position, maturity profile of
borrowings, availability of banking facilities, gearing ratio and interest rate
exposure. Borrowing requirements are not seasonal as they tend to follow
the pattern of capital expenditure and investment.

(1) Approximately HKS$1,502.7 million (equivalent to €175,000,000) at the
interest rate of 3 months EURIBOR plus 2.2% per annum.

ACQUISITIONS AND DISPOSALS
During the Year, the Group had no material acquisition or disposal of
subsidiaries, associates and joint ventures.

BEEERWR D

7)|b§.b§$& ji‘%ﬁ/ﬁ
%:§:E$+:HE+—E'$%EZ£§
RENEEFES B A%3,668000,000% 7T &
wywmm%nk_v__¢+ A=+—
5 Bl #93,616,600,0007% 7T K& 1,930,600,000

%ﬁ)aAfyff¢+ A=+—8 &%
B 2R & MIRTTA#2 R %7884,200,0008 7T + H
LAOBTT - BREE - %E&AE%#@L_Y__
F+-A=+—H : #9700,200,000/8JT) °
_?__ﬂz—i_ H + El Z’-‘E.Z//Ihib
BEE ﬁ%%u8mmm%xtﬂ__
+=-—A=+—H : £1,176,400,00087T) °
—ZE-=%+=-RA=+—8" $%@Zm@
B ER5E B#1376,800,00058 (=T = —F+
ZR=+—H : REEEFEHX1,083,900,000
BIT) o AEERNEFEEY KA - WER
EEIRIRS BT o AT 7__¢+ A=+—
H AEBEZREER REEAMEE A
m5mmmw@m(_?__¢+ A=+
—H : 491,450,100,000/87T) » EAER — EW
BE(ZEZZ_F+_A=+—H:®)-
—E-=F+=-A=+—8" $El§?§
B R(BIEE BEHEE)BHN (ZF
T+ AZ+—H : #401%) - AEER
BERHBSREBN - EEZHEHBER
HRRTHERBN  BEEABHERRFER
B AREEFTEROKEEAMI RIEE
BRME - WA IETHME -

(1) #91,502,700,000 7% 7T (48 & # 175,000,000 BX
BIZEEERARB=M@EAK @Iﬁf&ﬁﬂ%?ﬁg
2.2 o

WERHE
RAFE  AEEYEEHENELR - §
RAIRAEDEZERYEHHE -

£
LS

BRIERAERAR | 203558 17



MANAGEMENT DISCUSSION AND ANALYSIS
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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, United
States dollars 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 2023, 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 2023, the Group had no contingent liabilities.

PLEDGE ON THE GROUP’S ASSETS

As at 31 December 2023, cash deposits amounting to approximately
HKS$33.1 million (31 December 2022: approximately HK$19.8 million) and
a building of the Group with a net carrying amount of approximately
HK$2,376.5 million (31 December 2022: approximately HK$2,341.2 million)
were pledged to secure bank loan granted to the Group.

EMPLOYEES AND REMUNERATION

The Group had 6 employees as at 31 December 2023 (31 December
2022: 7). The total employee remuneration during the Year was
approximately HK$7.9 million (31 December 2022: approximately HK$7.7
million). Remuneration policies were reviewed regularly to ensure that
compensation and benefits packages were in line with the market level. In
addition to basic remuneration, the Group also provided other employee
benefits including bonuses, mandatory provident fund scheme, medical
insurance scheme and participation to the share option scheme.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

Mr. Xue Jian, aged 58, 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. Xue
is appointed as non-executive director of Qingdao Rural Commercial
Bank Corporation* (Stock Code: 002958.57), the issued shares of which
are listed on the Shenzhen Stock Exchange of the PRC. Mr. Xue is also
appointed as director of Sunsea AloT Technology Co., Ltd* (Stock Code:
002313.57), the issued shares of which are listed on the Shenzhen Stock
Exchange of the People’s Republic of China.

Mr. Law Wing Chi, Stephen, aged 53, 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, process agent and company secretary of the
Company. Mr. Law also serves as director, company secretary and legal
representative to a number of Group companies. Mr. Law has extensive
experience in financial management and professional accounting.
Prior to joining the Company, Mr. Law was the chief financial officer of
Diamondlite Group, one of the leading jewelry manufacturers in the PRC.
Having started his career as a professional accountant in an international
accountancy firm, Mr. Law has undertaken key financial management
positions in companies engaged in a variety of industries. Mr. Law is
an associate member of the Hong Kong Institute of Certified Public
Accountants and holds a Bachelor of Arts Degree in Accountancy from
the City University of Hong Kong. Mr. Law is also an independent non-
executive director of KML Technology Group Limited, the issued shares of
which are listed on the GEM of The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) (Stock Code: 8065).

*  For identification purpose only
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tam Sun Wing, aged 66, 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 practising as a director of FTW &
Partners CPA Limited. Mr. Tam is also a fellow member of the Hong Kong
Institute of Certified Public Accountants. Mr. Tam holds a Master Degree
of Science in Corporate Governance and Directorship from the Hong
Kong Baptist University.

Mr. Ng Ge Bun, aged 66, 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 of laws. He obtained
a postgraduate certificate in laws from The University of Hong Kong. He is
a solicitor in Hong Kong and currently serves as a consultant of H.Y. Leung
& Co. LLP Solicitors. Mr. Ng is also an independent non-executive director
of EverChina Int'l Holdings Company Limited, the issued shares of which
are listed on the Stock Exchange (Stock Code: 202).

Mr. He Yi, aged 51, 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 an
independent non-executive director of Sunshine Oilsands Limited
("Sunshine QOilsands”) (Stock Code: 2012). Mr. He is also an independent
non-executive director of Future World Holdings Limited (“Future World")
(Stock Code: 572). The issued shares of both Sunshine Oilsands and Future
World are listed on the Stock Exchange.
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Ms. Kwok Pui Ha, aged 54, was appointed as an independent non-
executive Director with effect from 1 January 2023. Ms. Kwok has also
been appointed as member of the audit committee, the remuneration
committee and the nomination committee of the Company. Ms. Kwok
started her career with Deloitte Touche Tohmatsu and she has more
than 28 years of experience in investment management, accounting and
financial management. Being a finance executive, Ms. Kwok has taken
up a broad range of responsibilities including accounting, financing, tax
planning, strategic planning, deal analysis, treasury, legal and company
secretarial matters, as well as human resources management. Ms. Kwok
is currently director of Adanti Limited, a company which is principally
engaged in the provision of business advisory services. Ms. Kwok was
appointed as the head of finance and company secretary of CCIAM Future
Energy Ltd ("CCIAMFE"), the issued shares of which are listed on the Stock
Exchange, from January 2022 to April 2023. Ms. Kwok had also worked
as head of finance in CITIC International Assets Management Limited, an
affiliate of CITIC Group for 10 years. Ms. Kwok has accumulated extensive
experience in listed companies, including serving as an independent non-
executive director of and as head of finance and company secretary of a
number of main-board listed companies in Hong Kong for more than 20
years. Ms. Kwok is a fellow member of the Hong Kong Institute of Certified
Public Accountants and the Institute of Chartered Accountants in England
and Wales, and a member of Hong Kong Securities and Investment
Institute.
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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 C1 to
Listing Rules.

The Company had complied with the code provisions of the CG Code
throughout the year ended 31 December 2023 with the following
deviations:

C.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.

F.2.2 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 29 May 2023 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

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 C3 to the Listing Rules.
The Company, having made specific enquiry, has confirmed with the
Directors that they have complied with the required standard set out in
the Model Code and its code of conduct regarding Directors’ securities
transactions.

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
TXREARES

BOARD

(R)

(B)

BOARD COMPOSITION

The Board currently comprises two executive Directors and four
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 were and 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

Ms. Kwok Pui Ha

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,
directors will consent to the seeking of independent professional
advice at the Group's expense, ensuring that board procedures,
and all applicable rules and regulations, are followed.

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

The Board has the full support from 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 2023, 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 2022 and the interim results of the
Group for the period ended 30 June 2023 respectively;

3. considered the recommendation of any final dividend for
the year ended 31 December 2022 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 provision for expected credit loss on the

loan to an associate and convertible bonds; and

9. reviewed the compliance with the Corporate Governance
Code and disclosure in the Corporate Governance Report.
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There were in total five Board meetings and general meeting held REE-_ZE-_=F+-_A=+—H1t

for the year ended 31 December 2023. FE AHBOTIAEFEEZR
REKRE -

The following set out the attendance record of Board meetings UTHEHINFARABT Z2EETZ RN

and general meeting held during the Year: BRERRE 2 HERCEH -

Attendance for board and general meeting
for the year ended 31 December 2023
BE-B-_=F+=-HA=+—H
HFECESEERRRRASHER

Board members Board Meetings General Meeting
EEERE Exgesd RERE
Mr. Xue Jian 3/4 /1
BElEST A

Mr. Law Wing Chi, Stephen 3/4 11
BKERE

Mr. Tam Sun Wing 4/4 /1
BHTERSTE

Mr. Ng Ge Bun 4/4 11
REWSEE

Mr. He Yi 4/4 11
BgELE

Ms. Kwok Pui Ha 4/4 /1
E L+
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(D)

(E)

CORPORATE GOVERNANCE REPORT

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2023, 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 four
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.

The independent 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 meeting of the Company
pursuant to the Company's Bye-laws.

CORPORATE GOVERNANCE FUNCTIONS

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

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

(if) 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 C1 to
the Listing Rules (Corporate Governance Code).
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CORPORATE GOVERNANCE REPORT
ERELARES

(F)

(G)

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 secretary of the Company had also provided course
materials concerning professional training relating to the roles,
functions and duties of a Director to all Directors namely, Mr. Xue
Jian, Mr. Law Wing Chi, Stephen, Mr. Tam Sun Wing, Mr. Ng Ge
Bun, Mr. He Yi and Ms. Kwok Pui Ha to develop and refresh their
professional knowledge and skills. According to the information
provided by the Directors, all of the Directors have read the course
materials provided by the company secretary of the Company
during the Year.

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 cost
significant doubt upon the Group's ability to continue preparing
the accounts on a going concern basis. The Directors are not
aware of any material uncertainties relating to events or condition
which may cast significant doubt upon the Company'’s ability to
continue preparing the financial statements on the assumption
that the Group will continue as going concern.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

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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CORPORATE GOVERNANCE REPORT

BOARD DIVERSITY POLICY

The Group adopted a board diversity policy, a summary of which is set
out hereinafter. 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 to 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.

The Board considered that independent non-executive Directors can
enhance the effectiveness and decision-making of the Board by providing
independent view, objective judgement and constructive challenge to
the Board and management of the Group.

Having reviewed the Board composition, the Board recognises the
importance and benefits of gender diversity at the Board level and had
taken initiatives to identify female candidate(s) to enhance the gender
diversity among the Board members. The Board appointed a female
independent non-executive Director on 1 January 2023.

Our diversity philosophy including the gender diversity was generally
followed in the workforce throughout the Group for the year ended
31 December 2023. As of the date of this report, the Board comprises
six Directors, of which, approximately 83% (comprising five directors)
of them are male and approximately 17% (comprising one director) is
female. And approximately 83% of our total workforce were male. We
will continue with our endeavor to increase female representation in our
Board.
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BOARD COMMITTEES EEgBTZES
The Board has also established the following committees with defined EFeEKY NIEEE  WiIRAETER
terms of reference: e E

Audit Committee EixEEE

Remuneration Committee FMEEE

Nomination Committee RAEEE

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.
[t currently consists of four independent non-executive Directors.

Composition of Audit Committee for the year ended 31 December
2023 was as follows:

Mr. Tam Sun Wing (Chairman)
Mr. Ng Ge Bun

Mr. He Yi

Ms. Kwok Pui Ha

Role and function
The Audit Committee is mainly responsible for:

(a) making recommendations to the Board on the
appointment, reappointment and removal of the external
auditors, and to approve the remuneration and terms of
engagement of the external auditors, and any questions of
its resignation or dismissal;

(b) reviewing and monitoring external auditors’ independent
and objectivity and effectiveness of the audit process in
accordance with applicable standards. Discussing with the
auditors the nature and scope of the audit and reporting
obligations before the audit commences;
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developing and implementing policy on engaging
external auditors to supply non-audit services;

reviewing and to monitor integrity of the Company’s
annual report and accounts, half-year report and, if
prepared for publication, quarterly report, and to review
significant financial judgments contained in them 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;

) compliance with accounting standards; and

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

discussing 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,
financial reporting functions and those relating to the
Company'’s ESG performance and reporting.
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The Audit Committee met four times during the Year to discuss EZEEeRNFRERTNAESE

and approve the interim and annual results, and to review the el Mt ER IR 2FEE - TR

internal control procedures of the Group. SIAREE 2 NEEEIEIRE o

The attendance record of Audit Committee meetings held for the EnZEgNEBE_£-_=F+=-A

year ended 31 December 2023 was as follows: =+—RHIEFEMRBTEZRILER
BT

Attendance at meetings held for
the year ended 31 December 2023

Committee member BE-Z-_=F+-A=Z+—-HLHFE
ZEENE FrBfTaEdchiER
Mr. Tam Sun Wing 4/4
BETERS
Mr. Ng Ge Bun 4/4
REWEE
Mr. He Yi 4/4
BXEE
Ms. Kwok Pui Ha 4/4
BMEL L+
During the meetings, the Audit Committee discussed the gL EREEGENWNIIFEE

following matters:

(1) Financial Reporting (1) HBHAE
The Audit Committee met with the external auditors to BEZZE LT EIEZEADE
discuss the interim and annual financial statements and TEE WwARE PR
system of internal control of the Group. The auditors 2 5F B S Sk DA To 0 B B 4
and the chief financial officer were also in attendance to o ZEMEMERETA D
answer questions on the financial results. TER UBMEBHMMBESR

IR e

Where there were questions on the financial statements MEZLZBEENETERIE
and system of control of the Group reviewed by the Audit RO AREE M Bmi k&R
Committee, the management of the Company would flEFEERR  RNARERERE
provide breakdown, analysis and supporting documents HREZZEGKBRHERAMA
to the Audit Committee members in order to ensure that = MRIRHXMH - AR
the Audit Committee members were fully satisfied and EZZEEHE TR EMIL A
make proper recommendation to the Board. EEeELBEEEE -

(2)  External Auditors 2) SN
The appointment of the external auditors and the EZZ B0 E EINEZERD
audit fee were considered by the Audit Committee CEBRZHBERAEEE U
and recommendations were made to the Board on the B Bt ANQ B SNIE AR BR AT 2 BB
selection of external auditors of the Company. The Audit EHRNESFEFLER - BX
Committee had also discussed on auditor’s independence, ZEEeNERZEMZE L
objectivity and effectiveness of audit process. M HBUEAREZIEFZ2A

MMEREITET R ©

(3)  Internal Control ()  AEBERE
Review of the sufficiency and efficiency of risk A L B IR e N B B IR
management and the internal control system. EERBHREBFBE -
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REMUNERATION COMMITTEE

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

Composition of the Remuneration Committee for the year ended
1 December 2023 was as follows:

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

Mr. He Yi

Ms. Kwok Pui Ha

Role and function
The Remuneration Committee is mainly responsible for:

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

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

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

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

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

(B)
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i

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;

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;

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

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); and

reviewing and/or approving matters relating to share
schemes under Chapter 17 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 2023, two Remuneration
Committee meetings were held and the attendance record was as
follows:

Committee member
EZEGRE

LREARES

RBE-_EZ-_=F+-A=+—081
FE - FTWEZEETRITMALE
EHEgHZHFELSOT

Attendance at meetings held for

the year ended 31 December 2023
BE-_Z-_=F+-A=+T-HLEE
FrfTERzHESR

Mr. Tam Sun Wing
BT E

Mr. Law Wing Chi, Stephen
BKERE

Mr. Ng Ge Bun
REWTE

Mr. He Yi

BOkAE

Ms. Kwok Pui Ha
BIME £

During the meetings, the Remuneration Committee discussed
the remuneration packages of the Directors and the senior
management with reference to the prevailing market conditions.

NOMINATION COMMITTEE

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

Composition of the Nomination Committee for the year ended 31
December 2023 was as follows:

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

Mr. He Yi

Ms. Kwok Pui Ha
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Role and function

The Nomination Committee’s terms of reference includes those
specific duties as set out in the code provision B.3.1 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. 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 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. The Board
will review the board diversity policy on an annual basis so as to
develop and review measurable objectives for implementing the
board diversity policy and to monitor the progress on achieving
these objectives.
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For the year ended 31 December 2023, two Nomination Committee
meetings were held and the attendance record was as follows:

Committee member

ZEERE

RENEZ §:—¢+ A=+—H1EFE "
?I%éz\a TW/AEE% EE En?kz&
BRI

Attendance at meetings held for

the year ended 31 December 2023
BE-Z-_=F+t-A=1tT-HLEE
FrfTERcHESR

Mr. Ng Ge Bun
REWFE

Mr. Law Wing Chi, Stephen

mKERE

Mr. Tam Sun Wing

BT STE

Mr. He Yi

BOEE

Ms. Kwok Pui Ha

FBImE £

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

and recommended the following:

- the re-election of Mr. Law Wing Chi Stephen as executive Director

of the Company;

of the Company; and

the re-election of Mr. He Yi as independent non-executive Director

the appointment of Ms. Kwok Pui Ha as independent non-
executive Director of the Company.

2/2
1/2

2/2
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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.

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.

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 10% of the voting rights in the share
capital 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).
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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 No. (852) 2804-2221

Facsimile No. (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.

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:

(@) 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.
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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.

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, taxation
services, and professional consulting services for the Group.

For the year ended 31 December 2023, Ernst & Young, the external
auditors provided following services to the Group:
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FEr

Audit services FEIZIRTE 2,768
Taxation services TR 157
Professional consulting services HEH AR 1,200
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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. The Company engaged an
independent internal control consultant to carry out review on risk
management and internal control systems of the Group annually. 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.

The management of the Company, together with the internal control
consultant, has reviewed the risk management and internal control
system of the Group for the Year and considered them to be effective and
adequate.

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 (the “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.
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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).

INVESTOR RELATIONS

The Company has in place a Shareholders” Communication Policy
to ensure that Shareholders’ views and concerns are appropriately
addressed. The policy is regularly reviewed to ensure its effectiveness.

The Company has established a range of communication channels for our
shareholders to communicate their views, they include (i) the publication
of interim and annual reports; (ii) the annual general meeting or special
general meeting providing a forum for Shareholders to raise comments
and exchanging views with the Board; (iii) updated members of the Board
are available on the websites of the Stock Exchange and the Company;
(iv) the website (www.kaiyuanholdings.com) of the Company offers latest
information of the Group and to receive comments and enquiries by
email or through telephone.

When information of the Group is communicated to our shareholders,
the Company is committed to ensure that information provided is drafted
by using plain and simple language and avoid legal jargon so that our
shareholders can understand the information easily. The information will
also be presented in any easy-to-read manner.

The Company is committed to listen and address to our shareholders’
views and concerns. The Board member as well as chairmen of the
Audit Committee, the Nomination Committee and the Remuneration
Committee, or in their absence the Directors elected to chair the general
meeting, are available to answer Shareholders’ questions on the Group’s
businesses. The Company will also ensure the presence of the external
auditors to attend the annual general meeting and make written and/or
verbal representations to shareholders at the annual general meeting.

During the Year, the Company had reviewed the implementation and
effectiveness of our shareholders communication policy (the “Policy”), it is
concluded that the Policy has been effectively implemented.

42 Kai Yuan Holdings Limited | Annual Report 2023

BHARHEE

WEEE R E RSB &
(www.hkexnews.com.hk) & &N 2 & 49 ¥k
(www kaiyuanholdings.com) 2 °

REERE
AAFEHERFBBERAERBRNOE
REERBAZERR - A2QEHKE B
AZHRARERE AR

AN/ Il —RIBRRE  HRERR
ER ’F]% *'J?é*ﬁﬂ&if;#ﬁi C(ERITRR
RRAFREIBRRFIAT  ERERNES
A?ﬁ%ﬁiﬁ&x/m%ﬂf; (i PABE R AT R AR

WUHEMEESHEEL ¢ (VAR E UL

(www.kalyuanholdlngs.com NEEEERES- 20
MER BRI R BEAZERERRER -

ERRERHASEENE - AQER

RATRHENUBEATHNESEELER
ERERME  NWERREEZERER -

ZER TS A SR EEN T AE5

ARBBMOANBEREBRERE R MR -
EXeBURERZBES REZBER
FHZE eI RA(NRERE) BREIHKR
RARENEZNRE LRERREAAEE
EBHRR o AR B IR HER IMSBED H
FERRBFRERRERBEFAE LABR
{EHEE &5 A SRR ©

RAFE  ARFCEMEREBBBR([K
RDWEBERERARE  XFHER  BAK
REBREE



CORPORATE GOVERNANCE REPORT

Sz Asbe S
TEERBREE
For the year ended 31 December 2023, the following shareholders’ E/\Ek?t: S :Ei-f— —A=1+—HILFE -
meeting was held by the Company: KATERITUATREAS -
Voting at
Date Venue Type of Meeting Particulars the Meeting
= ok exgEn #15 SLRETRR
29 May 2023 Board Room, Level 1, Annual General Meeting 1. To receive and consider audited financial By Poll
South Pacific Hotel, statements for the year ended 31 December
23 Morrison Hill Road, 2022 and the corresponding reports of the
Wanchai Hong Kong Directors and auditors
2. Tore-elect Directors and to authorise the Board
to fix their remuneration
3. Tore-appoint Ernst & 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
e S -5 BBET I ESEETN- . REREEEE-T--£+-A=1t-0 H#KE
RAZTARB  EERLEBH IEFEZ REVIBRAAHENESER
HABE EERGBRREE
— XA ). BREEFNREEZCETESMS

FINANCIAL CALENDAR FOR 2024

Event

EE

3. BROKEHMEHAAAR AR LK
EEZSETAMSE
4 BE—REEABTRBEARRKN

—ENFHBHR

Date/Proposed Date
A #ZRETAY

Announcement of 2023 annual results

N —E-_=F2FER

Annual General Meeting

BFBAFAE

Announcement of 2024 interim results

- FRHEE

Late March 2024
—=

“ENMFE=AK

Around June 2024
—E-NFEXNATH

Late August 2024
—EMENAR
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OVERVIEW

Kai Yuan Holdings Limited (the “Company” or “Kai Yuan”) and its
subsidiaries (collectively referred to as the “Group” or “We") are pleased
to present the 2023 Environmental, Social and Governance ("ESG")
report (the "Report”) to disclose our sustainability visions, strategies and
measures to various stakeholders.

SUSTAINABILITY GOVERNANCE

In our sustainability governance structure, the Board of Directors (“the
Board") is at the highest decision-making level. The Board is responsible
for monitoring our overall ESG performance. The Board is committed to
achieving the Group's strategic ESG objectives through risk identification
and management, target setting, sustainability performance evaluation
and monitoring within the Group through regular risk assessment and
internal control review. Therefore, board meetings are held to discuss
ESG-related risks and opportunities with appropriate response measures
in maintaining the Group'’s sustainable development.

In addition, we have engaged an independent ESG consultant, to assist
the Group in preparing this Report and providing ESG-related consultancy
services.

Board Diversity

Diversity in the Board allows us to improve our operational 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. The Group adopted a board
diversity policy, a summary of which is set out at page 29 of this annual
report.

CORPORATE GOVERNANCE

Integrity is at the core of the Group’s operation. We strive to integrate
honesty, ethics and transparency in our operations. We believe that
effective and comprehensive internal control, risk management and
compliance systems are the foundation for embracing good corporate
governance. For more details on our corporate governance practices,
please refer to our Corporate Governance Report.
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ABOUT THIS REPORT

This Report covered the period from 1 January 2023 to 31 December 2023
(the "Reporting Period”). This Report mainly focuses on our core business
segment — The Hotel operation of the Paris Marriott Hotel Champs-Elysées
in Paris, France (the "Hotel” or the "Paris Marriott Hotel"). If there is any
change in the scope, we will explain the difference and reason for the
change in the Report.

This Report has been prepared in accordance with the Mandatory
Disclosure Requirements and the “comply or explain” provisions under
the “Environmental, Social and Governance Reporting Guide” ("ESG
Guide") set out in Appendix C2 of the Listing Rules of The Stock Exchange
of Hong Kong Limited.

The preparation of the Report was underpinned by the following three
reporting principles:

Materiality: The Group has identified ESG issues by conducting
stakeholder engagement and considering its business nature and
development.

Quantitative: This Report has disclosed key performance indicators
("KPIs") in a quantitative manner where appropriate.

Consistency: This Report applies consistent statistical methodologies
for meaningful comparisons of ESG data over time. In case of any
changes in the reporting scope or methodologies, they shall be
explained in the appendix for stakeholders’ reference.

This Report is available in English and Chinese and is uploaded to the
website of The Stock Exchange of Hong Kong Limited and the Group's
website (http://www.kaiyuanholdings.com). In case of any discrepancies
between the two versions, the English version shall prevail.

We sincerely welcome your comments and suggestions regarding this
Report and our sustainability performance. Please feel free to provide your
comments via email at enquiry@kaiyuanholdings.com.

Stakeholder Engagement

Opinions from stakeholders are valuable to the Group and are the
basis for our bearing of corporate social responsibility. Engagement
with stakeholders helps us find the right direction in sustainability
development. We maintain ongoing dialogues with our stakeholders
(including but not limited to employees, management and suppliers)
such that we actively collect their views to boost the growth of both
the Group and benefit our stakeholders. We communicate with other
stakeholders through formal and informal communication channels,
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including but not limited to questionnaires, emails, hotlines, social media,
physical meetings, assessments, reports, etc. It enables us to recognise
our strengths and weaknesses to better devise our business strategies in
responding to their needs and expectations, anticipating potential risks,
and strengthening key relationships. During the Reporting Period, the
Group reviewed its fundamentals, conducted a peer analysis, adopted
international standards and initiated internal resource allocation to
carefully identify stakeholders’ concerns. More comprehensive and
external stakeholder engagement channels, such as questionnaires and
interviews for external stakeholders’ opinion obtainment, will be further
strengthened in the future.

Materiality Assessment
The information collected throughout the stakeholder engagement
serves as an underlying basis for identifying key ESG issues. We have
identified and prioritised nine issues that both our stakeholders and
the Group consider significant to formulate the foundation for our ESG
objectives and the scope of this ESG Report. After consideration and
having detailed assessment related to the materiality of various ESG
issues, we have categorised and prioritised the issues below.
Highest materiality level:

Greenhouse gas and air emissions

Energy management

Health and safety for employees and guests
Medium materiality level:

Water consumption

Labour practices

Supply chain management

Anti-corruption
Relevant materiality level:

Combating climate change

Customer privacy and information security
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A. ENVIRONMENTAL

A1. Emissions

Although the Group does not have significant impact on the
environment, we are aware of our emissions during operations. We
aim to gradually reduce emissions relating to air and greenhouse
gas emissions, discharge into water and land, and generation of
hazardous and non-hazardous waste. We are committed to operating
our businesses in an environmentally responsible manner. We work
closely with the Hotel manager to restrain emissions and continue to
improve our environmental performance. The Hotel conserves resources
by reducing unnecessary waste of electricity and water at source and
enhancing environmental awareness of Hotel staff and guests through
internal communication, training, warm reminders, and interactions
with our guests. We also communicate our policies and requirements
toward environmental protection with our contractors and suppliers to
collaborate in environmental protection.

Our major source of emissions includes (1) greenhouse gases which
generated from town gas and electricity consumption; (2) non-hazardous
waste generated by our Hotel guests and office; and (3) food waste
generated during our food and beverage services at the Hotel. Due to the
nature of the Hotel business, we did not generate hazardous waste during
the Reporting Period (as defined by regulations in France).

Our Group strives to take care of our planet while providing an ideal
experience for our guests. We aim to properly handle and reduce
emissions and waste by the following measures:

Actively manage the use of electricity to reduce indirect
greenhouse gas emissions;

Work collaboratively with different waste recycling partners to
trim down the tonnage;

Introduce refillable bath amenities in the guestrooms;

Recycle organic wastes with bio-waste partners to turn wastes
into compost and biogas; and

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

To reduce waste at the source and promote recycling, Marriott
International introduced Recycling, Waste and Hazardous Waste Disposal
guidelines to the Hotel. During the Reporting Period, the Hotel started a
total waste removal partnership to reduce waste disposal. Further waste
reduction targets will be set along with our waste removal partner in the
future.
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The Hotel has conducted a partial renovation in 2022, which helps to
reduce greenhouse gas emissions. The renovation plan includes the
following:

Replacement of the air-conditioning in guestrooms;
Replacement of some windows to achieve better noise reduction
and energy-saving performance; and

Replacement of installations in kitchen.

Compliance

The Group strictly complies with the relevant laws and regulations,
including but not limited to French Environmental Code and French
Energy Code. We are committed to staying up-to-date of the latest
legal requirements and actively preparing to ensure our 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.

BER-_Z-__FETRBEE - BERRE
DREREBIN - RIEABIRTBEUATEE:

FMESHER

FHRESEP  EREHOREZM
FIRERIR © &

FETE R o

CEa)

AEBEERETHEBARIAR - WABER
BB FORBIBERAE - BHPIBANR T &
FTRARBESK - 0 T8 15 2 g DA FE 4R TR AP
BH - RBSHEAR  ERMEEREL
Mo FKR IS  EEREEERY
MEEWAARBEERERMME - RMAL
BRRTMERBMR -

Emission Type Unit 2023
BRER B —E-=fF
Air emissions’
ERHERL
Nitrogen oxides (NOx) Kg 5941
AED A
Sulphur oxides (SOx) Kg 0.16
maty NIy
Particulate matter (PM) Kg 1.71
BITH T DT
Greenhouse gas emissions?
BERBHKE?
Total (Scope 1 & Scope 2) Tonnes of CO, equivalent 750.74
et (BE—REE) MR- 2
Scope 1 Tonnes of CO, equivalent 100.13
HE— WE— LI E B
Scope 2 Tonnes of CO, equivalent 650.61
gE— Mok E =
Intensity (per room night) Kg of CO, equivalent/room night 14.07
ZE(GEETR) A& EE SHET®R
Intensity (per m2 of gross floor area) Kg of CO, equivalent/m? 4237

BE(FFhKEEmE) DTS EE
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Emission Type Unit 2023
BRMER B —E-=F
Non-hazardous waste
BEZEEY
Total waste generated Tonnes 319.91
PRELEEDES 7]
Glass Tonnes 28.48
I3 Mg
Food waste Tonnes 10.20
B4 T8
Paper Tonnes 22.75
AR 7]
Other general refuse? Tonnes 258.48
HAh— AR REY) WA
Intensity (per room night) Kg/room night 6.00
ZE(BREZ®R) D/ BEEE%
Intensity (per m2 of gross floor area) Kg/m? 18.05
REEVHARZERRE) A/ FIK
Disposed waste Tonnes 258.48
R EMERY) WA
Recycled waste Tonnes 61.43
SACE Gl 7]

! The air emission is calculated based on the methodology suggested in
the "How to Prepare an ESG Report — Appendix 2: Reporting Guidance
on Environmental KPIs” published by The Stock Exchange of Hong Kong
Limited.

2 The greenhouse gas emission is calculated based on the methodology
suggested in the "How to Prepare an ESG Report — Appendix 2: Reporting
Guidance on Environmental KPIs" published by The Stock Exchange of
Hong Kong Limited.
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A2. Use of Resources

1. Energy

We are committed to consuming resources in an effective manner and
to monitor our usage to ensure the consumption of resources is cost-
effective, sustainable and responsible. During the course of our business,
we consumed an array of resources ranging from electricity, water, and
town gas to food ingredients used in our food and beverage services. Due
to the nature of the Hotel business, we do not have material consumption
of any packaging materials during the course of our operation.

We target to enhance the energy efficiency of the Hotel by managing
the electricity reduction at sources, such as guest rooms, public areas,
restrooms, parking lots and other facilities. During the Reporting Period,
we have improved our energy management by implementing a number
of energy-saving initiatives to optimise our usage of resources:

Energy efficiency initiatives
Turn off unnecessary lighting and air-conditioning;
Set and maintain standard indoor temperature;
Review regularly our environmental policy and energy-saving
plan;
Closely monitor energy consumption patterns and take necessary
actions if irregular usage is noticed;
Motion detectors are installed in back-office areas, public areas,
restrooms and meeting rooms. LED lighting is installed in back
offices, and LED motion sensor lighting is installed in the parking
staircase;
Programmable thermostats are adopted in guest rooms and
meeting facilities;
Window sensors were installed in guest rooms to switch off the
air-conditioning system when windows are opened; and
Educate and inspire associates and guests to conserve and
preserve by displaying signs.

2. Water

Water is a valuable resource to the Group and it is our responsibility to
ensure that we use water effectively throughout our operations. We
believe water is a basic necessity for all living on earth, but water resource
is scarce. For this reason, we target to optimise water usage and enhance
water efficiency by improving our water management through a number
of water-saving initiatives.
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Water efficiency initiatives

Encouraging guests to save water and reuse linen and towel

during their stay;

Close monitoring on water consumption pattern and take action if

irregular usage is noticed;

Adoption of low-flow water faucets in guest rooms and common

areas,

Introduction of water savers, low-flow showerheads and tap

aerators in guest bathrooms;

Installation of water-efficient commercial dishwashers and
washing machines (except the washing machine in the kitchen);

and

Installation of low-flow pre-rinse spray valves in kitchen.

During the Reporting Period, the Group had no issue in sourcing water
that is fit for purpose due to its business nature and geographical

location.

RIR - HERERHE

Bk e
HEEAEANEREBHORKARE
BREAKRELREN
BYERFEKEX  YRERTEF
KBS ERENITED

BB Mo RAEREKER

EEFEAES|IARKSE  ERELE
SR KK BESRE ISR AR

8= FK R B 7 B AR A ROk
K (BE 2 RRHEERIN) - &

EEREZEEREE SRR -

RBEMEAN - AREBUEEMBIELE -
N6 B SREUE A KOR LI AR E -

Resource Type Unit 2023
BERER B —E-=F
Energy consumption
BEIRUHFE
In total kWh 4,733,460.63
wmEt FTRE
In purchased electricity (Indirect energy) kwWh 2,005,438.00
SNBE S (REAER) TEE
In steam production (Indirect energy) kWh 1,447,669.00
2T E (REER) TEE
In chilled water (Indirect energy) kWh 1,181,000.00
27K (RIERER) TRE
In non-renewable fuel (Direct energy) kwh 99,353.63
AR AR (E#EER) TR
Intensity (per room night) kWh/room night 88.71
HE(SHES8) ThRESRHETH
Intensity (per m? of gross floor area) kWh/m? 267.14
BE(ETHARERE) FRE,FHK
Water consumption
FEKE
In total m? 20,497.00
fost TR
Intensity (per room night) m3/room night 0.38
BE(SHES%H) YHK/GEEEE
Intensity (per m2 of gross floor area) m?3/m? 1.16
RE(FVHAZERRE) IR TR
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Resource Type Unit 2023
BRESE By —E&==
Chilled water for cooling system

RRRBATE 2K

In total m? 184,639.00
st TR

Intensity (per room night) m?3/room night 3.46
mE(BEET%) MHK GEE TR

Intensity (per m2 of gross floor area) m3/m? 10.42
RE(FEEmE) AR Ve VRO

A3.The Environment and Natural Resources

During the Reporting Period, the Group did not notice our operations
have a significant impact on the environment and natural resources.
Nonetheless, the Group strives to promote sustainability in every
aspect of our operation, including light and noise pollution reduction,
biodiversity conservation, carbon footprint reduction and sustainable
corporate development.

AA4. Climate Change

Climate change is an global issue and is affecting various industries and
communities. Physical risks such as severe heat waves and flooding due
to rising sea levels could adversely affect the Hotel's operation, health
and safety of employees and guests. Transition risks such as tighter
environmental laws and regulations by the regulatory authorities could
increase the costs for the low carbon economy transformation and the
Hotel operation. We work closely with Marriott International and the Hotel
manager to implement climate actions. These include but are not limited
to using bamboo straws instead of plastic straws, placing recycling bins
and promoting green energy consumption within the Hotel.

B. SOCIAL

Employment and Labour Practices

B1. Employment

Employees are the basis of the Group’s operation. We strive to promote
equal opportunity and anti-discrimination. Our employment decision is
only based on one’s working ability and disregards gender, race, ethnicity,
sexual orientation, disability, etc. We review our remuneration policies
and packages annually to ensure our employees 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, mandatory provident fund and paid leaves.
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Employees working in the Hotel ("Hotel Staff”) are employed and
managed by Marriott International. However, we work closely with
the Hotel manager to ensure they have consistent policies with us in
handling employee matters and are compliant with all relevant laws and
regulations in the area in which the Hotel operates.

As at 31 December 2023, we had 6 employees working for the Group,
excluding the Hotel Staff, in Hong Kong, and our employee turnover
rate is approximately 17%. During the Reporting Period, the employee
distribution is as follows.

RIR - HERERHE

EEETENET(DEEET ) ABRER
BARERE - AM RA-—BERLBEEEER
AETAE BMRECREEEEFHELOK
RERPNBREM -2 BEFARBEL
LR R P B ARRDAR SR -

HEZZ-_=F+A=1+—8  BMRE
BHBEBE T (TRIFBBE/RET)  BREE
MAKLEELAB17% - RREHIH - BENSH
R o

2023
—E-=F

By gender
IR

By age
RFH

By geographical region
23 T2 [ 35,

By employment type
RERERD

Male 5
S
Female 1

ogid

21-30 0
21-30%%
31-40 1
31-40%%
41-50 2
41-50%%
51-60 2
51-605%
60 above 1
6057 A

Hong Kong 6
E

Luxembourg 0
B

Full time 5
£l
Part-time or contract 1

FREHAL
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RIR - HERERBHE

The employee turnover rate” is as follows:. EBERKZWT :
2023
—E-=
By gender Male 20%
RIER Eofis
Female 0%
Zi
By age 21-30 100%
REER 21-305%
31-40 0%
31-405%
41-50 0%
41-50%,
51-60 0%
51-605%
60 above 0%
60K A 1=
By geographical region Hong Kong 0%
2 IR [ 55 i
Luxembourg 100%
ERE
4 The turnover rate is calculated by: (the number of employees who left the 4 RAREFAER  (RAEBREBAS R

company/the number of employees as at 31 Dec 2023) x 100%

Compliance

The Group strictly comply with the relevant laws and regulations,
including but not limited to the French Labor Code. 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 during the Reporting Period.
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B2. Health and Safety

We value our employees and we strive to provide them with a healthy and
safe working environment for employees. We believe that productivity
comes from a healthy workforce. We remind our employees to increase
their awareness of occupational safety. During the Reporting Period, we
have implemented several measures to ensure the health and safety of
employees:

Established a Crisis Plan with detailed crisis management
procedures and visual guides;

Set up an Emergency Response Team with direct contacts;
Developed an internal accident instant reporting system, “MIRA”;
and

Health and safety training was provided to the Hotel staff.

We are determined to provide a safe working environment for our
employees. With this regard, our Hotel manager has implemented
comprehensive hygiene and infection control practices, including:

Provided workers with education and training on the pandemic,
COVID-19 risk factors and protective behaviours (e.g. maintaining
social distancing, cough etiquette, and care of personal protective
equipment);

Circulated clear guideline "COVID-19 Protocol” at every
department;

Facilitated air ventilation in the work environment; and
Reinforced cleaning and disinfection protocols for the workplace.

Compliance

The Hotel strictly complies with the relevant laws and regulations,
including but not limited to French Labor Code Part IV, entitled “Health
and Safety at Work". No work-related fatalities or injuries and lost days
due to work injury were recorded in the past three years, including the
Reporting Period.
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R - HERERHE

B3. Development and Training

The Group promotes the development of employees so that they
can enhance their skills and professional knowledge. Employees are
encouraged to attend seminars relevant to their position to enhance
their work capability. We provide all new employees with orientation
training to ensure that they are familiar with our corporate values and
goals and that the employees understand their role in our Group. Other
training provided during the Reporting Period including but not limited

B3.3 /& R

AEEHERENER  SHEARTEAR

EREXNE AKBEZBEESMERY
B AMOMTE  ARFAEIERND - &
i P B i B IR ABIS A - FER IS 2
BHERMANEXEENER  LHERREES TR

HESETNAG - £REHEAEHOE
wEIERErTRREEER RESFE -

to business ethics, anti-corruption, etc. During the Reporting Period, the RBEEARA - RER - EEENZ T
percentage of employees trained and the average training hours of each JMEEBEDLLEEZREE KN TR
employee by gender and employee category are as follows. S o

Percentage Average training hours

Aot 1955 N &

By gender
gzl
Male 80% 14
S
Female 0% 0
Zi
By employee category
RIESER
Senior management 50% 23
SREEE
Middle management and general staff 75% 6
FRERER —MBEE
B4. Labour Standards B4.2 T# 8|
We have zero tolerance towards the usage of child and forced labour. Our BMEEREIRRHEIRESAREE -

recruitment policy forbids the hiring of children or forced labour, and we
will not purchase from any supplier who is doing so. During the Reporting
Period, we have implemented several measures to prevent any cases of
child and forced labour:

Confirm the identities of newly recruited employees to verify their
ages comply with the employment standards;

Sign labour contract with all newly recruited employees to ensure
that employees perform their work on a voluntary basis in order to
eliminate all matters involving forced labour; and

Should any cases of child or forced labour be discovered, an
investigation will be carried out immediately, and the recruitment
procedure will be reviewed for the room for improvement.
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Compliance

The Group strictly complies with the relevant laws and regulations,
including but not limited to the “European Convention for the Protection
of Human Rights and Fundamental Freedoms”.

During the Reporting Period, no child labour or forced labour cases were
discovered.

Operating Practices

B5. Supply Chain Management

The Group actively manages the social and environmental risks of our
supply chain. Therefore, we work closely with the Hotel manager to
ensure responsible procurement is in place, which is consistent with
our approach to sustainability. 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. During the
Reporting Period, the Hotel had 404 major suppliers (2022: 329 major
suppliers), of which 372 were from France and 32 were from other
countries.

The Group makes effort to ensure that our suppliers follow the “Supplier’s
Sustainability Policies”. The Paris Marriott Hotel has in place a clear
“Supplier Code of Conduct”, a “Preferred Supplier Summary List” and a
“Sustainability Assessment Program” to provide environmental and social
guidelines to their suppliers.

For environmental protection, we require all suppliers to sign the
“Marriott International Global Procurement”, which stipulates the
commitment to minimising the impacts of its operation on the
environment and promoting environmental sustainability. The Hotel
has also followed Marriott International’s initiatives, such as choosing
suppliers who provide sustainable seafood, cage-free eggs, as well as
ensuring down and feather products are from humane sources.

To manage social risks in the supply chain, the Paris Marriott Hotel
follows Marriott’s “Global Employment and Human Rights” principles
and have the expectations on their suppliers that they provide safe and
secure working environments which are free of discrimination, and avoid
using child and forced labour. Annual review of the “Preferred Supplier
Summary List” and “Supplier Screening Program” is conducted by Marriott
International to monitor their suppliers’ work in an environmentally and
socially responsible manner. During the Reporting Period, 26 suppliers
have passed the assessment process before engagement.
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B6. Product Responsibility

Quality service is the core of our business. We strive to provide customers
with the best and the most consistent experience in terms of service,
condition, cleanliness, and operation standards. Also, we believe high-
quality service is essential to maintain a long-term relationship with our
customers. Thus, the Hotel has its own “Standard Operation Procedures”
and “Quality Assurance Program” to ensure guests’ satisfaction. All
Hotel staff are well trained with respective standards and procedures to
deliver high-quality services. Internal audit and third-party audits were
performed regularly throughout the Reporting Period. In addition, the
Hotel also reviewed the mandated external audit by Marriott International
during the Reporting Period.

Guest safety

The safety of our guests is the priority in our daily operations. Surveillance
cameras are installed at Hotel entrances and exits for security purposes.
Our Hotel operator also conducts internal audit on operations and brand
programs regularly. Once the Hotel operator finds any non-compliance
of food safety and fire or life safety with self-audit standards, it will be
resolved as soon as possible to achieve safe operation. Apart from these,
a comprehensive Crisis Plan sets out contingency response procedures
under different emergency and crisis scenarios, including but not limited
to terrorist attacks, fires and physical injuries, to protect the Hotel and
customers from inevitable threats.

Guest satisfaction

With its quality service and high standard of customer experience,
Paris Marriott Hotel is classified and recognised as a five-star Hotel by
the République Francaise (French Republic). The Hotel actively collects
information to understand customer experiences. Complaint handling
procedures are in place, together with a guest feedback program
developed by Paris Marriott Hotel “Guest Voice". A guest satisfaction
system that 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 act on issues and concerns without
missing any opinion from guests and facilitate a timely response. During
the Reporting Period, the Hotel received no major complaints relating
to the services provided. The duty manager, executive committees and
relative personnel have reviewed the complaints and discussed the
responses and improvements. All complaints were handled timely to
ensure the satisfaction of guests.
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Personal data protection practice

The Group is committed to protect the privacy of the personal data of
our guests. With the EU’s “General Data Protection Regulation” (GDPR)
coming into effect on 25 May 2018, we have worked closely with our
Hotel manager to ensure compliance measures are in place. Our Hotel
manager has undertaken a significant amount of work to ensure the
Hotel is complied with GDPR. The Hotel has further strengthened its data
governance and privacy programs, as well as its centralised systems, in
preparation for the GDPR implementation. A number of specific actions
include but are not limited to:

Updated procedures to ensure an appropriate response is made
to individual rights requests from our guests and associates as
required under GDPR,;

Updated the terms and conditions of loyalty programs, privacy
statements and notices, as well as Hotel registration cards to
encompass GDPR principles;

Acquired customers for their consent before any release of
personal information if necessary;

Conducted a holistic review of marketing and digital processes
and policies to ensure accountability and data governance; and

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, intellectual property rights and privacy
matters relating to products and services provided and methods of
redress. Due to the nature of the Hotel business, we have no products
sold or shipped subjected to recalls for safety and health reasons and are
not involved in intellectual property related issues.
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B7. Anti-corruption

The Group upholds the highest standards of integrity and honesty
in our operations. The Group believes it is of paramount importance
that businesses are conducted in accordance with applicable rules,
regulations and social standards. No such rules, regulations or standards
should be traded in exchange for business benefits or even for guest
feedback. Meanwhile, the Group provides anti-corruption training to
directors and staff to enhance their awareness. For the Hotel, Marriott
International Policies (MIP) Anti-corruption Training is provided to all the
Hotel's employees annually, with an aim to educate our staff about anti-
corruption and business integrity.

We have zero tolerance for bribery in any form. All Hotel staff are required
to stringently abide by the anti-corruption guidelines and policies of the
Hotel. In cases when breaching of Marriott International’s internal policies
of anti-corruption guidelines is spotted, disciplinary actions, including
immediate termination of employment and involvement of local
authorities, would be taken. whistleblowing policy, hotline and mailbox
are set up for staff to report extortion, money laundering, fraud, bribery
and corruption. Whistle-blowers can come forward on the condition of
anonymity to protect themselves from retaliation.

Compliance

The Group strictly complies with the relevant laws and regulations,
including but not limited to the Sapin II: “Law on Transparency, Anti-
corruption Measures and the Modernisation of the Economy” in France.
During the Reporting Period, no legal case was filed against the Group,
the Hotel or its employees with regard to corruption issues.

COMMUNITY

B8. Community Investment

Marriott International has a global commitment to promoting
opportunity, community and purpose for all. The Hotel is engaged in the
Marriott Take Care, which offers holistic programs beyond just physical
well-being, including mental and emotional health, career development,
financial planning, team building, recognition, sustainability and social
impact, and much more. Forums were organised to communicate the
TakeCare programs with the Hotel staff quarterly.

It is our policy to encourage our employees and Hotel manager to
participate in and support community services in order to lead a healthy
and balanced lifestyle. The Hotel manager actively shared knowledge
about global issues and related topics with employees through internal
newsletters in order to promote better understanding and a 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.
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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

[B P B IE R A EPEE IR

Bk EE R AR EEE
EremRHERAERY g —ERRZE

RITZBEHH AR EE&W*B?T & 36 7h
EH A - ARRERIEERERE S
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BTN AERERHE o

HAWRREERABEENESEEEEM
FEHBAREERARBXHBR 2R - &
BRBAHRRAFBRAGIRTSEMIE
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B EEERE
RREENBERRTEARELTERET
WEE - TRAXKELZETIERNHETERE
BEBRETELERRAR BEEERER
A A RESREET AR - BREE
SEERIMERTIERARALARERE R
NEEIEFIE 2R YRAEESER -3
BEEEEBALEM N RB M ENEET
B MEBIAREEBREAEZBLR
A AARENARTAEREIEAR

BAREELRE
The Board
BEEg EERRERERANIDPEILHE

Oversees the risk management and internal control systems;

Determines the Group's business strategies and risk appetite;

BEAKBEZZHREMARARE

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

systems; and

ROBFE R RREERABPEEHIE 2 R

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

FEEEAREERARPEAEHE

Audit Committee

BEREEE

control systems;

Oversees the evaluation and improvement process of risk management and internal

EERREEMAMEENE IR RLRERF

Reviews the Group's risk register; and

BZHRAEECRREREERM &

Reviews and approves the internal control review plan and review results.
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Bl EERAREERE

Risk Management Structure

e EEEE
Management and staff -+ ldentify and monitor all risks relevant to daily operations of the Group;
EEENMET BRAREREAEEBEEBECREBAAARR

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;
MEFGRERZESERDHIERNER - BFERE - €8 UK - Bk
ABREFHEZRERMBBREBNFRN ZE$ER

Implement and execute and on-going monitor risk management and internal control

processes; and
i BIITRFEERRREERAIEERY &

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

HERMITHEENITEE - UREEERIERZER - ARBRERAEREE

R o
Internal audit function and - Outsource the internal audit function to an independent internal control consultant;
external auditors 1SR EBEAZ TAEINA T I8 N EPES1ERARS

LS =SSN Gl
Review the effectiveness of the Group’s risk management and internal control systems;

T Rd AN B AL B I Ko ) BB ER 1R I 2 AR

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

ARSI < IS AR RKRE  TEHERZESE R

Communicate review result directly to the Audit Committee; and

HECZEQERBBRIER K

External auditors are also able to communicate internal control issues they noticed
during their audit to the Audit Committee directly.
SNB A A MESZ S S ERAREERTBREPRIE 2 NSRRI
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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

FUE [\ S5

Monitoring and
report changes

BEREERAREZERE

R EERF
RERRFREB@HEG - fHE - BHE R
ERRRMEEH I ERF - EEEEHES
LEMPIETH W NREBMELERR
EREAERZERNER - WEEEEER
Wﬁ@%@@ﬂﬁ?%ﬂ% B e
FBE - ARERIE ﬂﬁ%ﬁ@kf E54
W@LT@EE TZRAR

Identify risks
E2gal Ao

Assess risks identified

Mitigate risks
b IR

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.

D
IERNGET

EXREBERBRUTHRENZ — &
B - 20E M BRWMRAER o BRI
BEHERARE  EEEESFAAEARZ
BEZEBRARN  URBEE@ERRZE
FRBRF - WS EEE NN EITEE
ARR KR - ptoh » AEE S FEER A

EmEm oy kERES YEREES
REVEZEQRBLIEE  EREFAERZS

BEEITES
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REREERASEZERE

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 whistleblowing 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 66 to 69 of this annual report.
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EREERABEERE

Independent review B

The Group had appointed an independent internal control consultant AREBCZREB I ANPELERETAFE
to conduct an internal control review' for the Year, the scope of review ZANEBEEIE R c REESBERE T - =
has covered the period from 1 January 2023 to 31 December 2023. The F—A—BE-_ZT-_=ZF+_-_A=+—HH
results of the internal control review has been submitted to the Audit fil o NEPESIE M FI VERDIRRBRELED
Committee.

The management had established remediation and improvement plan EREEMEHIE RN LTS RGIE
for internal control weaknesses identified. Nothing had come to the Audit RN NETE - BT EENEFSTE
Committee’s or the Board's attention to believe that risk management BEFMEEREUNSEREAER 2 RABE

and internal control systems of the Group were inadequate or ineffective. I8 N N EPES IR E B N R Sl R o

’ The internal control review performed by the internal control consultant 1 1A BB 25 2= A ] P VE 2 I B0 B4 A 5 I B
does not constitute an assurance engagement made in accordance with KIBEESET A B M (BEBEETE
the Hong Kong Standards on Auditing, Hong Kong Standards on Review B (BAEEMREBEL)SK(EBZER
or Hong Kong Standards on Assurance Engagement issued by the Hong FEXER| ) METT 2B REE -

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 2023.

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

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

Principal Risks and Uncertainties

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

Hotel Operation

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

(iii)

(iv)

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.

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

(i)

(iii)

(iv)
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(vi)

(vii)

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.

Foreign exchange fluctuations

The Group has operations in France, Luxembourg, the PRC and
Hong Kong, where transactions and cash flow are denominated
mainly in Euro, Renminbi, United States dollar and Hong Kong
dollar. 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.
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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.

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 44 to 60.

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 that would have a significant
impact on the Group.

Key Relationships with Employees, Customers and Suppliers

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

The Group places high priority on maintaining good relationship with our
customers. We have in place a mechanism to keep track on customers’
feedback and identify areas for improvement. Customer’s complaints
once acknowledged and reported will be dealt with timely, fairly and
diligently.
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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 2023 and the
state of affairs of the Group at that date are set out in the audited financial
statement on pages 85 to 187.

The Board does not recommend the payment of any dividend for the year
ended 31 December 2023 (2022: Nil).

Dividend Policy

The Board may from time to time propose the payment of a dividend,
if any, with respect to the shares of the Company listed on the Stock
Exchange pursuant to the following dividend policy (the “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.
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The declaration of a dividend is subject to the discretion of the Board,
which will take into account the following factors, in no particular order of
importance, when considering the payment of a dividend:

(a) the financial results of the Group;

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

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

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

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

(9) the statutory and regulatory restrictions; and
(h) any other factors the Board may deem relevant.

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

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

SUMMARY FINANCIAL INFORMATION

A summary of the results and the assets and liabilities of the Group for the
last five financial years, as extracted from the audited financial statements
and restated as appropriate is set out on page 188. 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.
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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 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
2023 are set out in note 44 to the financial statements.

CHARITABLE CONTRIBUTIONS
During the Year, the Company did not make any charitable contributions
(2022: 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 11%. 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 20% of the total purchases
for the Year.

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 were/are:

Executive Directors:
Mr. Xue Jian (Chief Executive Officer)
Mr. Law Wing Chi, Stephen
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Independent non-executive Directors:
Mr. Tam Sun Wing

Mr. Ng Ge Bun

Mr. He Yi

Ms. Kwok Pui Ha

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).

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 19 to 21 of this
annual 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.

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, which was subsisting during the Year or at the end of the
Year.
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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 25 August 2022. The contract period commenced on 1
November 2022 and will expire on 31 October 2025.

No Director had interests in the above contracts.

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

As at 31 December 2023, none of the Directors or chief executive of the
Company had interests and short positions 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 “SFQ")) as recorded in the register required to be kept by the
Company pursuant to Section 352 of SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant to the
Model Code, for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix C3 of the Listing Rules.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

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; save as disclosed in the section titled “Share
option scheme” below, the Company or any of its subsidiaries or fellow
subsidiaries was not a party to any arrangement to enable the Directors to
acquire such rights in the Company on any other body corporate.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group'’s operations. Further details of the
Scheme are disclosed in note 31 to the audited financial statements.
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CONTRACT OF SIGNIFICANCE

No contract of significance (including any such contract for provision of
services to the Company and its subsidiaries by a substantial shareholder
of the Company or its subsidiaries) 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 2023, 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:

Long Position

DIRECTORS'REPORT
EEEHREE

EREHN

ARNR S HATAM B AR BB L AR A K
HEMMBARZ ETERRNEF EELM
BEHREEARD  HRAFEFHEALFA
EABSEDASERZERNERAN(BEAR
AREMBARN —RETERRAARAR
Hf B2 RRERBOEFAEEEL) -
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TTRRABBIN EARR B Z D KA KD+
BEESSAR

wR

Number of Percentage of
ordinary issued share
Name of shareholders Capacity shares held capital
Fr¥F HE#®T
BRREEEB 540 HBEREA & N= R
Mr. Du Shuang Hua' Interest of controlled corporation 708,000,000 5.54%
eSS HEGIERE 2 s
Happy Sino International Limited ' Beneficial interest 708,000,000 5.54%
BanEn
Mr. Zhang He Yi' Beneficial interest 1,400,000,000 10.96%
RMFESLLE BEaEs
Ms. Lu Xiaomei ? Interest of controlled corporation 753,190,000 5.89%
B/ Mg L2 SN
Sincere Profit Group Limited 2 Beneficial interest 753,190,000 5.89%
gy
Ga Leung Investment Company Limited ? Beneficial Interest 1,866,666,666 14.61%
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Number of Percentage of
ordinary issued share
Name of shareholders Capacity shares held capital
Fris LB 81T
REHE BB g% ZEREE BEABSE
Mr. Sun Yong Feng * Interest on controlled corporation 1,866,666,666 14.61%
FROKIE 5 A REHEAE 2 s
Beneficial interest 133,000,000 1.04%
B
Ms. Meng Ya * Interest of spouse 1,999,666,666 15.65%
At [
Mr. Hu Yishi Beneficial interest 1,300,000,000 10.17%
LIS e EmiEs

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

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

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

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

Save as disclosed above, as at 31 December 2023, no person, other
than the Directors and chief executive of the Company, whose interests

! HEEXARRMELXEDFERER
Happy Sino International Limited & 77 %
A85% K 15% Mz o BRI FH K HE %A
TR - AL EE A 4 AR B R Happy Sino
International Limited 5/ 2 708,000,000 A% A%
PR sAER -

2 5% /N 1§ 2+ H % % A Sincere Profit Group
Limited B B /TARA100%#E %5 - RIEEH K
BRE GBS - B/ MBI 4R B Sincere
Profit Group Limited ¥ A 2 753,190,000 i% %
DR -

3 BXEEEERREERINERBRARDE
TR AR 100% 25 - R IR FEH KBS IR FIE
X BKELEERRARERIEERR AR
575 21,866,666,666 %A% (7 P HEA #Ex o

4 WL TEBFEXKIESE 2B - ZRZ W
RARFKIE L £ B R 2 1,999,666,666
ARAZ 1 e ek o

B EXFIEBREEN RZZE_=ZF+=A
=+—H8 HMEAAAL(ARFEZEREE

or short positions are set out in the section titled “Directors’ and chief TERABBRIN - BEMEE 2 ERIKBHR
executive's interests and short positions in shares, underlying shares REXTESERFEITHRABRKM - HER

and debentures” above, had any interest or short position in the shares
or underlying shares of the Company that was required to be recorded

pursuant to Section 336 of the SFO.
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CORPORATE GOVERNANCE

Particulars of the Company’s corporate governance practices are set out
in the Corporate Governance Report on pages 22 to 43 of this annual
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 2023 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
25 March 2024
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INDEPENDENT AUDITORS' REPORT
BYZBMRES

Ernst & Young LR EFHENE SR Tel E5E: +852 2846 9888
27" Floor, One Taikoo Place  # i & 3% Fax{ZH: +852 2868 4432
979 King’s Road EEJEIT95E ey.com

Quarry Bay, Hong Kong KEgth—RE27HE

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 85 to 187, which comprise the consolidated statement
of financial position as at 31 December 2023, 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 material accounting
policy information.

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 2023, 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.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

KEY AUDIT MATTERS (continued)

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

statements.

Key audit matter

HREEEE

B 2R EE
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How our audit addressed the key audit matter

RANETNAEEERETSE

Impairment assessment of a hotel property located in France (“French Hotel Property”)

[ ROXE 2B E YR (DEBDEEYF )2 BB S

The Group had a French Hotel Property with a carrying amount
of HK$2,377 million, representing 65% of the total assets of
the Group as at 31 December 2023. As the carrying amount
of the Group'’s net assets was higher than the Group’s market
capitalisation, 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.

R-E-=F+-"A=+—H S£EEEREES
2,377,0000008 T2 EBBE WM - B EEEEEE
65% > M EBEEBFEEZEREESN BE£EZEX
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Related disclosures about the impairment of non-financial
assets are included in note 3 to the financial statements.

BRGFERMEEREHRAREI N M BRARMEES -

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 less costs of disposal as at
31 December 2023 and testing the assumptions, in particular,
the average daily rate per room, occupancy rate, discount rate,
long-term growth rate and terminal capitalisation rate.
BMNBARFRE (P T HINEER 2 BEE
B hEEN  TLHRMANEEZRIGEIFK
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KEY AUDIT MATTERS (continued)

Key audit matter

BEETEER

BAS ST EH (50)

How our audit addressed the key audit matter

BRANESFNMEERRESTSH

Provision for impairment of an overdue convertible bond investment and a loan to an associate

BRI R EF IR E R IR T & N m 2 Bk B

As at 31 December 2023, the Group had an overdue
convertible bond investment with a gross carrying amount
of HK$92 million and impairment of HKS11
loan to an associate with a gross carrying amount of HK$217

million and a

million and impairment of HK$106 million. The Group
involved external experts to assess the expected credit losses
("ECLs") on a lifetime basis. This matter was significant to our
audit because the balances and impairment charges were
material to the consolidated financial statements. Further, the
assessment process was complex and involved significant
judgements.
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Related disclosures about the provision for impairment of
the overdue convertible bond investment and the loan to an
associate are included in notes 3, 20(a) and 39(b), respectively,
to the financial statements.
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Our audit procedures included, among others, assessing
the competence, capabilities and objectivity of the Group's
external experts, involving our valuation experts to assist
us in evaluating the methodologies used by the Group's
external experts to determine the ECLs as at 31 December
2023 and testing the assumptions and estimations used in
the valuation. For collateral held to secure the loan to an
associate, we inspected the legal agreement and supporting
documentation, checked the mortgage registration system,
and obtained the legal opinion regarding the priority of
settlement over collateral.
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INDEPENDENT AUDITORS'REPORT

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.

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 the 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 disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

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

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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INDEPENDENT AUDITORS' REPORT
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF BB MBS S B HRERBREN
THE CONSOLIDATED FINANCIAL STATEMENTS BE0)

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

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

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

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

FEEEMERANSHBERNGEE
FEERM st RABEENE
B o

HEERAKERLLE ST EENRE
ML SR URREBEMBHETR
EoOHEEAEEMHABAFEE
ARTHBPREE 888 E5EF
BRENENFEERRE - MRHE
MRBEEEATHARE  BRE
R RESTIRFEREIERS
MBHRRTOBEBEREEN - WA
MEBEERTR  BEABFTHMANE
Foo BT 4 R R IR IR B = AR BT
SEAHARIEFMBGHETREMIE
HE o A REFEHRBERATE

¥ BEEETREERSERE -

FEREMBRRNEBEI®IA
BELRAR  BEREEER  UEEKE
BUBREREEAATHEREERS
KFEIE -

B BEEEASERREB LN
BERESTEEENETRE N
BHEAMBEHRRERER - HFIAE
BEEE EEANHT ESENE
At IE - RAIBRBFINER B R &
EREEE -

We communicate with the Audit Committee regarding, among other Rt (e #E)Eit TEMT 2 & E EiF
matters, the planned scope and timing of the audit and significant audit MZH AR ERETEE (BIERPEETS
findings, including any significant deficiencies in internal control that we TR R 7E R P BS 1 77 T B 3R Ay (T a] & K kPR ) B
identify during our audit. BERLZEQETER -

BRIERERAR | 2023 £FK 83



INDEPENDENT AUDITORS' REPORT
BYZBMRES

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Shun Lung Wai.

Ernst & Young
Certified Public Accountants
Hong Kong

25 March 2024
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
meEREmR

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

2023 2022
—E-= —E-_F
Notes HKS$’000 HKS$000
HtaF FETT FET
REVENUE I zs 5 293,620 153,519
Cost of sales SHEMAR (223,127) (154,313)
Gross profit/(loss) I/ (E8) 70,493 (794)
Other income and gains HEmA KWz 5 32,483 36,719
Provision for impairment of an overdue BETBREFREZ
convertible bond investment HERE 20(a) (11,337) -
Provision for impairment of a loan to an RETHERRCERZ
associate RERE 39(b) (8,163) (3,525)
Other expenses HithfAs 6 (355) (619)
Administrative expenses THRFAX (38,476) (34,427)
Finance costs BhE R A 7 (43,784) (46,293)
PROFIT/(LOSS) BEFORE TAX BREADER (B518) 8 861 (48,939)
Income tax (charge)/credit e (A H& 11 (3,258) 7,823
LOSS FOR THE YEAR FABIE (2,397) (41,116)
Attributable to: AT
Owners of the Company VAUNIE 2N (2,397) (41,116)
LOSS PER SHARE ATTRIBUTABLE TO KRR EBEREE ARG
ORDINARY EQUITY HOLDERS OF BREE
THE COMPANY 13
Basic and diluted EANEE
— For loss for the year —RERNEEMS HK(0.02) cents HK(0.32) cents
AL Al
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SLeEZEBER

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

2023 2022
—Eg-= - —
Notes HK$’000 HKS'000
Hfat FET FET
LOSS FOR THE YEAR FREE (2,397) (41,116)
Cash flow hedges: HWEMEE P -
Effective portion of changes in fair value FRAEEZEHRTA
of hedging instruments arising NFEES 2
during the year B 25 3,600 77,941
Reclassification adjustments for loss ARG alBn R 2 EiE
included in the consolidated statement ZEMOEARE
of profit or loss 25 (44,207) (2,089)
Income tax effect PSR & 29 10,152 (18,963)
(30,455) 56,889
Exchange differences: MEH R
Exchange differences on translation of BRERINEBFIEEZ
foreign operations fEH Z% 30,159 (68,875)
Net other comprehensive loss that ME BRI Re B H 1A
may be reclassified to profit or loss in EfmR HEM
subsequent periods FHBEFE (296) (11,986)
Other comprehensive income that will not REZBETEEN DA
be reclassified to profit or loss in Emk  HM
subsequent periods: ZHEBA :
Actuarial reserve relating to employee H{E SR FIIEREMBE EE
benefits, net of tax € (BEMNKBRFIE) (131) 13
Net other comprehensive income that REZHETEEHHE
will not be reclassified to profit or loss EERRZEMER
in subsequent periods WA F5R (131) 13
OTHER COMPREHENSIVE LOSS FOR THE YEAR, FAE fth 2 E &8 (2R
NET OF TAX BIA) (427) (11,973)
TOTAL COMPREHENSIVE LOSS FOR THE YEAR R E E 5184458 (2,824) (53,089)
Attributable to: LA e -
Owners of the Company ViN/NEIET DN (2,824) (53,089)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MR RBR

As at 31 December 2023
RZEZ=F+=-A=+—H

2023 2022
—E-= —E-—
Notes HKS$’000 HKS$000
it FETT FET
NON-CURRENT ASSETS ERBNVE E
Property, plant and equipment ME - WENEE 14 2,407,192 2,374,660
Right-of-use assets ERAEEE 15 2,014 3,525
Intangible assets BEE 16 429 461
Derivative financial instruments PTESRTA 25 - 30,374
Deferred tax assets RIEF T E E 29 40,311 31,126
Total non-current assets JEMBEELE 2,449,946 2,440,146
CURRENT ASSETS RBEE
Inventories FE 18 1,194 897
Trade receivables FEUBE X 19 12,553 12,111
Prepayments, other receivables and TARTRRIE - Efth IR
other assets kEMEE 20 138,078 49,146
Loan to an associate RIEFHE QR ZER 39(b) 110,928 122,547
Financial assets at fair value through BATEABREZ
profit or loss TREE 21 - 97,109
Derivative financial instruments PTESRITA 25 38,033 50,008
Pledged deposits [REEEIVER 22 33,122 19,802
Time deposits FEIFH 22 = 124,580
Cash and cash equivalents HehkIReFED 22 884,192 700,237
Total current assets RBEERE 1,218,100 1,176,437
Total assets MEE 3,668,046 3,616,583
CURRENT LIABILITIES mEAE
Trade payables FERTRR SR 23 2,625 7,157
Other payables and accruals HipEN IR ETE A 24 80,273 77,530
Interest-bearing bank borrowings FPERITEE 27 1,502,706 =
Lease liabilities HEBE 26 1,608 1,530
Tax payable FERTRRIE 7,732 6,348
Total current liabilities B AEETE 1,594,944 92,565
NET CURRENT (LIABILITIES)/ASSETS mE(BfE) EEHE (376,844) 1,083,872
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRDAEE 2,073,102 3,524,018
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MR RBR

As at 31 December 2023
RZEZ=F+=-R=+—H

2023 2022
—E-= —E=-=

Notes HKS’000 HKS'000

it FETT FET

TOTAL ASSETS LESS CURRENT LIABILITIES BwEERRESDEE 2,073,102 3,524,018
NON-CURRENT LIABILITIES FmBAE

Interest-bearing bank borrowings FHEIRITEE 27 = 1,450,071

Lease liabilities HEAE 26 554 2,163

Other long term payables HEMREENFIR 28 2,224 1,699

Deferred tax liabilities FEERIBEE 29 142,502 139,439

Total non-current liabilities EmBBEERE 145,280 1,593,372

Net assets BEFE 1,927,822 1,930,646

EQUITY 1%

Share capital [N 30 1,277,888 1,277,888

Reserves R 32 649,934 652,758

Total equity AT 1,927,822 1,930,646

Approved on behalf of the board of directors: RERESFSHE

Xue Jian

23

Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
EERSER

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

Cashflow  Exchange

Share hedge  fluctuation
Share Share option  Retirement reserve* reserve*  Accumulated Total
capital  premium*  reseve*  reservet  HEFE EXRE losses* equity

B Efefr BREER Bnclf  WeRR B ZER  REME
HESOOO  HKSOW HKSOODHKSOM RSO0 MO SO0 S
At fAT  FEr TEr TEr TEr TEr TEr

At January 1,202 R-F_F-A-RAzER 1277888 100637 2158 6% (5 (076 (15763 1983735
Loss for the year ﬁmﬁﬁa - - - - - - (41,116) “116)
Other comprehensive loss or the year: ERihEEEE:

Cash low hedges, net of tax RenEin

(BHBRE) - - - - 56,989 - - 5889

Exchange differences on translation BEENERAEE,

of foreign operations EizE - - - - - (68875) - (68875)
Actuarial reserve relting to EESRTIRENEE

employee benefits net of tax EES(BHREE) - - - 13 - - - 13
Total comprehensive lossfor the year EnEERLE - - - 13 5,889 (68875) (41,116) (53089)

Transfer of share option reserve upon

REREXIKBRRNERR

the lapse of share options - - (2158) - - - 2198 -
At 31 Decernber 2022.and 1 January 2023 A= giiﬁ A=T-Bk
“§-zE-f-H 1277888 1027637 - 107 56,774 (177639) (254720) 1930646
Loss for the year FnhEE - - - - - - (2397) (2397)
Other comprehensive loss for the year: EREMZEEE:
Cash flow hedges, net oftax ReNnEwH
(EHRHE) - - - - (30455) - - (30455)
Exchange differences on translation BEBNERNEE,
of foreign operations EiEE - - - - - 30,159 - 30,159
Actuaril reserve relating to RESRTERNEE
employee benefits net oftax EES(BIRHE) - - - (131) - - = (131)
Total comprehensive loss for the year FREAFELE - - - (131) (30,455) 30,159 (2,397) (2,824)
At31 December 2023 \ZECSETCAST-B O 17888 1,000,637 - 576 6319 (1474800 (257,118) 192782
& These reserve accounts comprise the consolidated reserves of 2 HWEREEBRGEAUBMRABTRALZ
HK$649,934,000 (2022: HK$652,758,000) in the consolidated statement of A E 649934000 T (Z B ZF ¢

financial position.

652,758,000/ 7T ) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

|V i | EEE:@/)“JE%

For the year ended 31 December 2023
BEZ_=Ft_A=t—RHILFE

2023 2022
—E-= T2 F
Notes HK$’000 HKS'000
HteE FHET FET
CASH FLOWS FROM OPERATING ACTIVITIES KAKEETH 7 HERE
Profit/(loss) before tax: BH AR A (E18) - 861 (48,939)
Adjustments for: IEVE AT %
Finance costs (excluding interest expense of BE A (FREAR FET 2R
defined benefit plan) FEFZEBRIN 43,718 46,278
Interest income from a loan to an associate RETFHEQRZERZ
FEBA 5 - (7,222)
Interest income from a convertible bond HRRES < FSBA 5 (7,828) (7,828)
Change in fair value of an investment in HRRESRE L
convertible bonds RNEEES 5 - (395)
Depreciation of property, plant and equipment ME - BENREBINTE 14 44,035 37,098
Depreciation of right-of-use assets EREEENE 15 1,599 1,614
Amortisation of intangible assets | AR 16 46 41
Provision for impairment of BETTRRESRE
an overdue convertible bond investment RERE 20(a) 11,337 -
Provision for impairment of a loan to an associate &t T —fEE & A 72
BN RERRE 39(b) 8,163 3,525
Defined benefit plan expenses RERBMFEIAL 28 291 168
102,222 24,340
Increase in inventories FE®M (297) (321)
Increase in trade receivables JRE W AR R AN (442) (7,572)
(Increase)/decrease in prepayments, other AR - EtEdEE R
receivables and other assets HEEGEm),/ B (8,160) 3,320
(Decrease)/increase in trade payables BSR4 ), /1N (4,532) 5,803
Increase in other payables and accruals Hoth JEA 30IB &
e &R E M 2,743 19,190
Cash generated from operations LEMERS 91,534 44,760
Hong Kong profits tax paid BENEBHEH (990) =
Net cash flows generated from REEE NS
operating activities ReEnEFH 90,544 44,760
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CONSOLIDATED STATEMENT OF CASH FLOWS
w I:I IE%/)“JE%E

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

2023 2022
—EZ= —ZE=-=
Note HK$’000 HKS'000
HtaE FET FHEIL
Net cash flows generated from EERG
operating activities ReneFE 90,544 44,760
CASH FLOWS FROM INVESTING ACTIVITIES REREEBZHEERE
Interest received EYHE 7,828 13,933
Decrease/(increase) in time deposits FEIFEFOR A,/ (32 n) 124,580 (124,580)
Purchases of items of property, ﬁ%,&r@% EE B
plant and equipment (3,034) (75,968)
Purchases of intangible assets BERWEE - (331)
Receipt of an overdue convertible W Elg AT R R 1 A
bond investment 5,000 -
Net cash flows generated from/(used in) BEEREE,/ (FFE)
investing activities BenE T8 134,374 (186,946)
CASH FLOWS FROM FINANCING ACTIVITIES REMERD HERE
(Increase)/decrease in pledged deposits BEBERCGEM), R (13,320) 19,474
Principal portion of lease payments HENREEHD (1,619) (1,385)
Interest paid SRS (36,065) (39,476)
Net cash flows used in financing activities BMEEZBARESREFHE (51,004) (21,387)
NET INCREASE/(DECREASE) IN CASH AND BHeNBEEEEY
CASH EQUIVALENTS 2/ Cid ) F8 173,914 (163,573)
Cash and cash equivalents at beginning of year FNReNIREEEY 700,237 871,732
Effect of foreign exchange rate changes, net PEREE) 2 BT 10,041 (7,922)
CASH AND CASH EQUIVALENTS AT END OF YEAR FRESNESEEYD 22 884,192 700,237
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For the year ended 31 December 2023
BEZ-=Ft_A=t—HILFE

1. CORPORATE AND GROUP INFORMATION 1.

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The address of the registered office of the Company is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda, and the
principal place of business is located at 28th Floor, Chinachem
Century Tower, 178 Gloucester Road, Wanchai, Hong Kong.

The principal activity of the Company is investment holding, and
its subsidiaries are principally engaged in hotel operation and
money lending.

Particulars of the Company’s subsidiaries are as follows:

Place of incorporation

or registration/ Issued ordinary/
place of operations registered
Form of TR L share capital
Name of subsidiary legal entity R/ BROTLER/
WEARER EEEREA genk R A
Crown Value Limited Corporation Hong Kong/Hong Kong ~ HK$154,694,251
(“Crown Value")
(I'Crown Value ) 1A BE/ER 154,694,251
Splendid Holdings S.ar.. Corporation Luxembourg/Luxembourg  EUR20,000
A ERE/ERE 20000BK
MCE OpCo HoldCo Corporation France/France EUR1,000
A B/ ER 1,0008(
MCE OpCo Corporation France/France EUR26,835,915
1A EB/ER 26835915E1
Splendid PropCo Corporation France/France EUR44,000,010
A B/ ER 44000010808
Global Strategy International ~ Corporation British Virgin Islands/ US$100
Limited 0 Hong Kong
RRERERERAFD R RBERREE/BE  100%T
Kai Yuan Capital Limited Corporation Hong Kong/Hong Kong HK$10,000
FRREERAR NGl B/ BB 10,0007
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AEIREEEHR
RARTIRBREETIMNII 2 ERHE
EREAERA - ERMHDAREBHS
REMABERAG([BRA]) £M -
7N A &) 5% 3 % BE 4 A& Clarendon
House, 2 Church Street, Hamilton HM 11,
Bermuda * FEEEME AU NELE
P& TITE 1 785k E MM 40 B 152812 o

RRREBEBRTEEBRIETH
BRARTIENRFEELERMER -

ARRIMBRRFELT -

Percentage of
issued share/registered
capital attributable
to the Company
FARER
BRITREG/ Principal activities
aMEAEAL TEEE
Direct%  Indirect %
B % ik %

100 - Investment holding
RERR

- 100 Investment holding

REER

- 100 Investment holding

REER

- 100 Hotel operation
BERE

- 100 Owner of a hotel
property
EEDEERA
100 - Investment holding

REER

= 100 Money lending
BEXH



NOTES TO THE FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION

(continued)

Information about subsidiaries (continued)

Particulars of the Company’s subsidiaries are as follows: (continued)

Br ISR B AL

For the year ended 31 December 2023
BEZ-_=Ft_A=1t—HILFE

1. 2RFAREEERE)

B A F R ()

ARFIMBARFENT : ()

Star Wonder Limited Corporation Hong Kong/Hong Kong HKST -
ERBRAA N:] BE/BR 1B
Ever Info Limited © Corporation British Virgin Islands/ US$100 100
Hong Kong
N ERABRER/BE  10ET
Universal Yield Investments Corporation British Virgin Islands/ USS1 100
Limited " Hong Kong
EFREFRRA e REBERREE/BE 1R
Deluxe (China) Limited Corporation Hong Kong/Hong Kong ~ HKS1 -
wx(PE)BRAT A BE/BR 18T
Shanghai Top Star Advanced  Wholly-owned The PRC/Mainland China  US$35,000,000 -
Materials Co., Limited foreign enterprise
DBRLERMMH NEBERE e/ EAR 35,000,0005 5
BRAR
Ever Profit Management Corporation Hong Kong/Hong Kong HK$1,000,000 100
Limited
KHEEBRAF NG BE/BR 1,000,00037C
Charter Best Investments Corporation British Virgin Islands/ USS1 100
Limited? Hong Kong
NG REERREE/BE IR
Oriental Institute of Science  Corporation Hong Kong/Hong Kong HK$100 =
Limited
NG BE/BR 10077
Full Kingdom Limited © Corporation British Virgin Islands/ US$100 100
Hong Kong
1Al ERABARER/BE  10ET
New York Limited Corporation Hong Kong/Hong Kong HK$100 -
NG BE/BR 10077
(i) No audited financial statements have been prepared for (i)

these entities for the year ended 31 December 2023 as these
entities were not subject to any statutory audit requirement
under relevant rules and regulations in their jurisdictions of

incorporation.

100 Investment holding
REER

- Investment holding
RERR

- Investment holding
RERR

100 Investment holding
REER

100 Investment holding

REER

- Service provision
RAART

- Investment holding
RERR

100 Research and
development

i
- Investment holding
REER

100 Investment holding
REER

HEERBTERUEE_T_=F

TZA=+—BLEFEZEREZYH
BHE  RAR/RBREEMAL

ZRDERE 2 BRIEDI SRR 2R

- RETREMEERARAZ

PR o
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For the year ended 31 December 2023
BEZ-=Ft_A=t—HILFE

2.1

BASIS OF PREPARATION

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

As at 31 December 2023, the Group’s current liabilities exceeded
its current assets by HK$376,844,000. The directors are of the
opinion that the Group will have sufficient cash flows for its
foreseeable future operations (at least 12 months from the date
of the consolidated financial statements), and concluded that a
going concern basis was appropriate when preparing the financial
statements, after taking into consideration of followings:

The directors are of the opinion that the bank borrowings
of EUR175,000,000 due in October 2024 as disclosed
in note 27 to the financial statements pledged by the
Group's hotel properties in France with a sufficient safety
headroom considering the pledged assets’ valuation result
as at 31 December 2023, will be renewed before due date.
The management is actively negotiated with the lender
indicative terms and conditions of the renewal and does
not foresee significant obstacles;

As at 31 December 2023, the Group’s cash and cash
equivalents amounted to HK$884,192,000, which is
expected to be sufficient to maintain the operating cash
outflows of the Group in the next twelve months ended
31 December 2024. In addition, based on the cash flow
forecast prepared by the management of the Company,
the Group has stable operating cash inflows to meet its
daily working capital requirements for the year ended 31
December 2024; and
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BASIS OF PREPARATION (continued)

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

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2023.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the relevant
activities of the investee).

Generally, there is a presumption that a majority of voting rights
results in control. When the Company has less than a majority of
the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has
power over an investee, including:

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

(b) rights arising from other contractual arrangements; and

(0) the Group's voting rights and potential voting rights.

For the year ended 31 December 2023
BE T =F+-A=+—HILFE

REEE )
A EELE (R AEE AR
A B BT AL 5.54% 7 IR )
WA BED AR EE
By BAEBEURNA R RK
(B AR EBHEtRD
1218 B) = EE 152 B 7 A8
@o

meaRE
AV BERERBEARRREMNBA
A(GH I AEEDBEE_ZE==F1
ZTR=+—BHUFEZHBHRE - M
%@:ﬁﬁﬁ AEESEEEH B
BR(PIEEREER) - E4AEEHZ
Eﬁ&ﬁﬂ%%ﬁZﬁ@@iﬁ%ﬁﬁﬂﬁA
NEEEFANEBREALRIEE
He2END(AXAEESRER T
BIEAHRRBEES CRERERN) 2
ZERIW®Ey - RBEUSIEHI4E -

—RME - BRAZEERES T
B o WARAEEIRBEHRIBF
R B BUER - RIANEE R
HERTHEAHREHSNENRE
EZRFMEHBEEEREBR B

@ HEEHREMKERFAA
RN ZARRE
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For the year ended 31 December 2023
BEZ-=Ft_A=t—HILFE

2.1

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

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

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

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

NOTES TO THE FINANCIAL STATEMENTS

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and revised HKFRSs for

the first time for the current year's financial statements.

HKFRS 17 Insurance Contracts

Amendment to HKFRS 1 and Disclosure of Accounting Policies
HKFRS Practice Statement 2

Amendments to HKAS 8 Definition of Accounting Estimates

Amendments to HKAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction

Amendments to HKAS 12 International Tax Reform - Pillar Two
Model Rules

The application of the new and revised HKFRSs in the current year
had no material impact on the Groups’ consolidated financial
position and performance for the current and prior years.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS
The Group has not applied the following revised HKFRSs, that have
been issued but are not yet effective, in these financial statements.
The Group intends to apply these revised HKFRSs, if applicable,
when they become effective.

Amendments to HKFRS 10 and  Sale or Contribution of Assets between

Amendments to HKFRS 16

Amendments to HKAS 1

HKAS 28

an Investor and its Associate or Joint
Venture’
Lease Liability in a Sale and Leaseback’

Classification of Liabilities as Current (the
2020 Amendments”)"*

Non-current Liabilities with Covenants
(the “2022 Amendments”)"*

Amendments to HKAS 1

Amendments to HKAS 7
and HKFRS 7

Supplier Finance Arrangements’

Amendments to HKAS 21 Lack of Exchangeability?

! Effective for annual periods beginning on or after 1

January 2024

2 Effective for annual periods beginning on or after 1
January 2025

3 No mandatory effective date yet determined but available

for adoption

4 As a consequence of the 2020 Amendments and 2022
Amendments, Hong Kong Interpretation 5 Presentation of
Financial Statements - Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand Clause
was revised to align the corresponding wording with no
change in conclusion

While the adoption of some of the revised HKFRSs may result in
changes in accounting policies, none of these HKFRSs is expected
to have a significant impact on the Group's results of operations
and financial position.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Investment in an associate

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting rights
and over which it has significant influence. Significant influence
is the power to participate in the financial and operating policy
decisions of the investee, but is not control or joint control over
those policies.

The Group's investment in an associate is stated in the
consolidated statement of financial position at the Group's share
of net assets under the equity method of accounting, less any
impairment losses.

The Group’s share of the post-acquisition results and other
comprehensive income of an associate is included in the
consolidated statement of profit or loss and consolidated other
comprehensive income, respectively. In addition, when there has
been a change recognised directly in the equity of the associate,
the Group recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and its
associate are eliminated to the extent of the Group's investment
in the associate, except where unrealised losses provide evidence
of an impairment of the assets transferred. Goodwill arising from
the acquisition of the associate is included as part of the Group’s
investment in an associate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Investment in an associate (continued)

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under
the equity method. In all other cases, upon loss of significant
influence over the associate or joint control over the joint venture,
the Group measures and recognises any retained investment at
its fair value. Any difference between the carrying amount of the
associate or joint venture upon loss of significant influence or joint
control and the fair value of the retained investment and proceeds
from disposal is recognised in profit or loss.

When an investment in an associate or a joint venture is classified
as held for sale, it is accounted for in accordance with HKFRS 5
Non-current Assets Held for Sale and Discontinued Operations.

Fair value measurement

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

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

Fair value measurement (continued)

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

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

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

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

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
deferred tax assets, financial assets and non-current assets), the
asset’s recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s value
in use and its fair value less costs of disposal, and is determined
for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets
or groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset
belongs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets (continued)

In testing a cash-generating unit for impairment, a portion of
the carrying amount of a corporate asset (e.g., a headquarters
building) is allocated to an individual cash-generating unit if it can
be allocated on a reasonable and consistent basis or, otherwise, to
the smallest group of cash-generating units.

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

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

Related parties

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

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

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

the Group or of a parent of the Group;

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

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

(i)

(if)

(iii)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the same
group;

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

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

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

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

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

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

the entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the parent of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation

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

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

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over the estimated useful life. The principal annual rates
used for this purpose are as follows:
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Motor vehicles B
Office equipment WAERE

1 04 Kai Yuan Holdings Limited | Annual Report 2023

Not depreciated Not depreciated

TTHE TTIE
10-94 1-10%
18-27 3-5%

2-5 20-50%
5 18-20%
5-6 15-20%



2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

Intangible assets

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

The useful life of an intangible asset is shown as follows:
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SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHEHERBME®)
POLICIES (continued)
Leases HE
The Group assesses at contract inception whether a contract is, or AREBEeRAYRABRIEGZAELNR
contains, a lease. A contract is, or contains, a lease if the contract LEAESNBESHE - iadEeE
conveys the right to control the use of an identified asset for a SEHBNEEE —BIMEANBEE
period of time in exchange for consideration. IR ERE - ZEHEEHESK
BEHEE -
Group as a lessee REEERATAA
The Group applies a single recognition and measurement AREBEHFMEHEERBE —M®A N
approach for all leases, except for short-term leases and leases of BF HEHHERREEEEHEE
low-value assets. The Group recognises lease liabilities to make o o AEBEeBIAEHHASENRZ
lease payments and right-of-use assets representing the right to HEeEaEMEREEE(BMERHERE
use the underlying assets. B2 HER]) o
@) Right-of-use assets (a) FREEE
Right-of-use assets are recognised at the commencement FREEEREERK A
date of the lease (that is the date the underlying asset (AEEEETHFERBE)
is available for use). Right-of-use assets are measured R - FHEEEZRKARE
at cost, less any accumulated depreciation and any ERRFITE R EMFEEEE
impairment losses, and adjusted for any remeasurement 2 UnEEaGEcHEME
of lease liabilities. The cost of right-of-use assets includes FAESEEAR - FHESE
the amount of lease liabilities recognised, initial direct ZRABEEEATNEAES
costs incurred, and lease payments made at or before the BB OESAFEERAEA LA
commencement date less any lease incentives received. LRGBS ZRIEEL 2
Right-of-use assets are depreciated on a straight-line basis HEMNFREEAE WKRE 2
over the shorter of the lease terms and the estimated ERE FRHEEERESRE
useful lives of the assets as follows: KRB EBEE 2Bl F
RAFR(AREE BE)FTER
E HBeT
Lease terms
FHH
(Years)
()
Buildings BF 2-3
Motor vehicle a8 25
Office equipment FENE i 3-4

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the
estimated useful life of the asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (c

ontinued)

Group as a lessee (continued)

(b)

Lease liabilities

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

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

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to all its short-term leases (that is those leases
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase
option) and leases of items that are considered to be of
low value.

Lease payments on short-term leases and leases of low-
value assets are recognised as an expense on a straight-
line basis over the lease term.

For the year ended 31 December 2023
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an
operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the
risks and rewards incidental to ownership of an asset are classified
as operating leases. When a contract contains lease and non-
lease components, the Group allocates the consideration in the
contract to each component on a relative stand-alone selling
price basis. Rental income is accounted for on a straight-line basis
over the lease terms and is included in other income and gains in
the statement of profit or loss due to its operating nature. Initial
direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental
income. Contingent rents are recognised as other income and
gains in the period in which they are earned.

Leases that transfer substantially all the risks and rewards
incidental to ownership of an underlying assets to the lessee are
accounted for as finance leases.

Investments and other financial assets

Initial recognition and measurement

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

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

Investments and other financial assets (continued)

Initial recognition and measurement (continued)

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income,
it needs to give rise to cash flows that are solely payments
of principal and interest (“SPPI") on the principal amount
outstanding. Financial assets with cash flows that are not SPPI
are classified and measured at fair value through profit or loss,
irrespective of the business model.

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets,
or both. Financial assets classified and measured at amortised
cost are held within a business model with the objective to hold
financial assets in order to collect contractual cash flows, while
financial assets classified and measured at fair value through
other comprehensive income are held within a business model
with the objective of both holding to collect contractual cash
flows and selling. Financial assets which are not held within the
aforementioned business models are classified and measured at
fair value through profit or loss.

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

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

Financial assets at amortised cost (debt instruments)

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

2.4
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

Gains and losses on these financial assets are never recycled
to the statement of profit or loss. Dividends are recognised as
other income in the statement of profit or loss when the right of
payment has been established, except when the Group benefits
from such proceeds as a recovery of part of the cost of the
financial asset, in which case, such gains are recorded in other
comprehensive income. Equity investments designated at fair
value through other comprehensive income are not subject to
impairment assessment.

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

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments are also recognised as other
income in the statement of profit or loss when the right of
payment has been established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)

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

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

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

Derecognition of financial assets

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

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

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

Derecognition of financial assets (continued)

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

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

Impairment of financial assets

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

General approach

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

Impairment of financial assets (continued)

General approach (continued)

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information. The Group considers that there has been a significant
increase in credit risk when contractual payments are more than
30 days past due.

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

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to
impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for
trade receivables which apply the simplified approach as detailed
below.
Stage 1 - Financial instruments for which credit risk has not
increased significantly since initial recognition and
for which the loss allowance is measured at an
amount equal to 12-month ECLs

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

Stage2 -

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

POLICIES (continued)

Impairment of financial assets (continued)

Simplified approach

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

Financial liabilities

Initial recognition and measurement

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

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

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

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

Financial liabilities at amortised cost (trade and other payables,
and borrowings)

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

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in the statement of profit
or loss.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial liabilities

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

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

Offsetting of financial instruments

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

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

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

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

For the purpose of hedge accounting, hedges are classified as:
fair value hedges when hedging the exposure to changes

in the fair value of a recognised asset or liability or an
unrecognised firm commitment; or

2.4
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHTHEBE®)

POLICIES (continued)

Derivative financial instruments and hedge accounting TTESRITARE DS E(E)

(continued)

Initial recognition and subsequent measurement (continued) AR KRB 7 E ()
cash flow hedges when hedging the exposure to . Remesd AREHES
variability in cash flows that is either attributable to a RELTER  BERBRKA
particular risk associated with a recognised asset or liability EEREEXBECRHBERST
or a highly probable forecast transaction, or a foreign E kR B A A fEEIT 2 T8
currency risk in an unrecognised firm commitment; or TS RE AERZ B E X

A2 NE R Bk

hedges of a net investment in a foreign operation. . ORI ETSIE B FEE o

At the inception of a hedge relationship, the Group formally R ERE - NEF@ IFIE
designates and documents the hedge relationship to which the FENGEBAEBEEERE PETE
Group wishes to apply hedge accounting, the risk management 2R EREERENETH
objective and its strategy for undertaking the hedge. SR o

The documentation includes identification of the hedging BB IEERE R T B - ¥ h
instrument, the hedged item, the nature of the risk being hedged IER - wE P zEEEES - WEARE
and how the Group will assess whether the hedging relationship B 5L Eh RIS KA b
meets the hedge effectiveness requirements (including the B2 BR(BIED T R ER 2 %
analysis of sources of hedge ineffectiveness and how the AR R 2 EETE E) o QN
hedge ratio is determined). A hedging relationship qualifies for BREATHFMEEREE R - AIEA
hedge accounting if it meets all of the following effectiveness HmeEtE

requirements:

There is “an economic relationship” between the hedged . W hIEHEW R T A 2HEF
item and the hedging instrument. EIEBEBER] -

The effect of credit risk does not “dominate the value . FERRzE T [EE
changes” that result from that economic relationship. BEZE(HZEBEBIEMSIEH

H)l-

The hedge ratio of the hedging relationship is the same . SR ER 2 B R EARE K
as that resulting from the quantity of the hedged item EEERE 2 EERIER &
that the Group actually hedges and the quantity of the EHERNEEERBUEHZE
hedging instrument that the Group actually uses to hedge EHWEHRIER 2 HR T A
that quantity of hedged item. EHEMEEMER -
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative financial instruments and hedge accounting
(continued)

Initial recognition and subsequent measurement (continued)
Hedges which meet all the qualifying criteria for hedge
accounting are accounted for as follows:

Cash flow hedges

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

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

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

If cash flow hedge accounting is discontinued, the amount
that has been accumulated in other comprehensive income
must remain in accumulated other comprehensive income
if the hedged future cash flows are still expected to occur.
Otherwise, the amount will be immediately reclassified to the
statement of profit or loss as a reclassification adjustment. After
the discontinuation, once the hedged cash flow occurs, any
amount remaining in accumulated other comprehensive income
is accounted for depending on the nature of the underlying
transaction as described above.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2023
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2.4

Eo=F+-A=t+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derivative financial instruments and hedge accounting
(continued)

Inventories

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

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position
comprise cash on hand and at banks, and short-term highly liquid
deposits with a maturity of generally within three months that
are readily convertible into known amounts of cash, subject to an
insignificant risk of changes in value, and held for the purpose of
meeting short-term cash commitments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Cash and cash equivalents (continued)

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and at banks, and
short-term deposits as defined above, less bank overdrafts which
are repayable on demand and form an integral part of the Group's
cash management.

Provisions

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

When the Group expects some or all of a provision to be
reimbursed, the reimbursement is recognised as a separate asset,
but only when the reimbursement is virtually certain. The expense
relating to a provision is presented in the statement of profit or
loss net of any reimbursement.

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

Income tax

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

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

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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

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

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

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

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

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

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

1 20 Kai Yuan Holdings Limited | Annual Report 2023

2.4

FESHBRBE %)

P8 (4
Fi R B 1 & R
HEE - M TR

BEERBABRYSHERR
BYREBAHRIZEEN
BEMEL  BEETRSK
HestaMXERVMBRIE
TEETEELARSFERYNR
AHBRERERE &

RERMELARBEAT
REARZ RS EE
T RERERRERET
Fisl - AEBZBERARE
A ST R -

PR HURE s ZRR AN EEBRE A
MR R R IR RBBREABE - 5
SHRELERIBERE MR RIRATHE
BR1S & SR 00 A T < R 3R E S 2 58
AR EE KRB A B IEE 2 MR A
HEBSNER FemARTEHEA
BE  WERATERERI

IR AE R IR & B B R W) P el —
Y FEEBEH IR HZEEN
BEMELZAIMBAEREEE
W MEETRXSRELHIESR
EHSHaMERT B SIS
FEATEELRFRRTNA
IORERER R

SERME AR KRB ERRZ
REABZATMBERZHAM
FOBREHREEESNEH
Z= BT eI AT R AR | R 1R
Al REEIS FE R B A T < B B
ERBAERKRER -

FEBEAE 2 BEASNE 2B
MEHEEY - L TFOAEERE
B 8 2 S0 SR LM FU T AR E B 2
WD EEHAARAL - AR
BAEBE A RSN S 2 HHEE R
B WRNET A R HERB
VR R I 58 2 o 2 5 B SEBUR
AR T AR -



24

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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

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

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income on
a systematic basis over the periods that the costs, for which it is
intended to compensate, are expensed.

Revenue recognition

Revenue from contracts with customers

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

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

Revenue recognition (continued)

Revenue from contracts with customers (continued)

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

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

Revenue from other sources
Rental income is recognised on a time proportion basis over the
lease terms. Variable lease payments that do not depend on an
index or a rate are recognised as income in the accounting period
in which they are incurred.

Other income

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

Share-based payments

The Company operates a share option scheme. Employees
(including directors) of the Group receive remuneration in the
form of share-based payments, whereby employees render
services as consideration for equity instruments (“equity-settled
transactions”). The cost of equity-settled transactions with
employees is measured by reference to the fair value at the date at
which they are granted.

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

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

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

Share-based payments (continued)

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

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

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits

Defined contribution plans

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

Defined benefit plans

The Group's subsidiaries which operate in France have obligations
to pay benefits to eligible employees either at the end of their
employment or during their retirement. The Group’s main defined
benefit plans provide indemnities payable to employees on
retirement or when they leave the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Other employee benefits (continued)

Defined benefit plans (continued)

The Group operates an unfunded defined benefit pension
plan under provisions detailed in the note 28 to the financial
statements. The cost of providing benefits under the defined
benefit plan is determined using the projected unit credit
actuarial valuation method. The liability recognised in the
consolidated statement of financial position in respect of long
service payment is the net obligation.

Remeasurements arising from a defined benefit pension
plan, comprising actuarial gains and losses are recognised
immediately in the consolidated statement of financial position
with a corresponding debit or credit to retained profits through
other comprehensive income in the period in which they
occur. Remeasurements are not reclassified to profit or loss in
subsequent periods.

Past service costs are recognised in profit or loss at the earlier of:

(i) the date of the plan amendment or curtailment; and
(i) the date that the Group recognises restructuring-related
costs.

Interest is calculated by applying the discount rate to the defined
benefit liability. The Group recognises service costs comprising
current service costs, past service costs, gains and losses on
curtailments and non-routine settlements in the net defined
benefit obligation under “cost of sales” and “administrative
expenses” in the consolidated statement of profit or loss by
function. Interest expense is recognised in the net defined benefit
obligation under “finance costs” in the consolidated statement of
profit or loss.
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E_=F+-A=Z+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements. Interim dividends are simultaneously proposed and
declared, because the Company’s Bye-laws grant the directors
the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are
proposed and declared.

Foreign currencies

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

Foreign currencies (continued)

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

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

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

The functional currencies of certain overseas subsidiaries and an
associate are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities of these
entities are translated into Hong Kong dollars at the exchange
rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into the presentation
currency at the exchange rates that approximate to those
prevailing at the dates of the transactions.

2.4

For the year ended 31 December 2023
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BEZ-=Ft_A=t—HILFE

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Foreign currencies (continued)

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve, except to the extent that the differences are
attributable to non-controlling interests. On disposal of a foreign
operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in the

statement of profit or loss.

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

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

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

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

Property lease classification — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based
on an evaluation of the terms and conditions of the arrangements,
such as the lease term not constituting a major part of the
economic life of the commercial property and the present value
of the minimum lease payments not amounting to substantially
all the fair value of the commercial property, that it retains
substantially all the significant risks and rewards incidental to
ownership of these properties which are leased out and accounts
for the contracts as operating leases.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)

Classification between investment properties and owner-occupied
properties

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

property.

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

Depreciation of items of property, plant and equipment
Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. Useful lives are
determined based on management’s past experience with similar
assets and estimated changes in technologies. If the estimated
useful lives changed significantly, adjustment of depreciation will
be provided in the future year. The carrying amount of property,
plant and equipment at 31 December 2023 was approximately
HK$2,407,192,000 (2022: approximately HK$2,374,660,000). More
details are given in note 14.
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E_=F+-A=Z+—HIFE

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the right-of-
use assets) at the end of each reporting period. Non-financial
assets are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of
its fair value less costs of disposal and its value in use. The
Group involved external experts to perform an impairment
assessment on the French hotel property with a carrying
amount of HK$2,376,528,000 as at 31 December 2023 (2022:
HK$2,341,192,000) based on an income approach to estimate
its fair value less costs of disposal. The assessment is based
on key assumptions, such as the average daily rate per room,
occupancy rate, discount rate, long-term growth rate and terminal
capitalisation rate. Further details are contained in note 14 to the
financial statements.

Deferred tax assets
Deferred tax assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant management
estimation is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning
strategies. The carrying value of deferred tax assets relating to
recognised tax losses at 31 December 2023 was HK$47,720,000
(2022: HK$50,332,000). The amount of unrecognised tax losses at
1 December 2023 was HK$281,965,000 (2022: HK$266,470,000).
Further details are contained in note 29 to the financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9

Impairment of financial assets subject to impairment assessment
under HKFRS 9 represent management’s best estimate of losses
incurred at the reporting date under ECL models.

The measurement of the ECL involves significant management
judgements and assumptions, primarily including the selection
of appropriate models and determination of relevant key
measurement parameters, criteria for determining whether or
not there was a significant increase in credit risk or a default was
incurred, economic indicators for forward-looking measurement,
and the application of economic scenarios and weightings,
management consideration due to significant uncertain factors
not covered in the models and the estimated future cash flow. The
information about the ECLs on the Group’s overdue convertible
bond investment and the loan to an associate is disclosed in note
20(a) and note 39(b) to the financial statements.

3.
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

4.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has two reportable
operating segments (2022: two) as follows:

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

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

Management monitors the results of the Group's operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
loss, which is a measure of adjusted profit/loss before tax from
continuing operations. The adjusted profit/loss before tax from
continuing operations is measured consistently with the Group's
profit before tax from continuing operations except that interest
income, other interest income from financial assets at fair value
through profit or loss, interest income from loan to an associate,
fair value gains on financial assets at fair value through profit or
loss, share of loss of an associate and corporate expenses are
excluded from such measurement.
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4.

OPERATING SEGMENT INFORMATION (continued)

NOTES TO THE FINANCIAL STATEMENTS

An analysis for the Group’s revenue is as follows:

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

4. REIWE™E
REEZYEHESHMT :

Hotel Money
Year ended 31 December 2023 operation lending Total
BE-_ZE-_=F+-A=+—HLEE GRS RE K st
HK$’000 HK$’000 HK$’000
FHET FHET FHET
Segment revenue (note 5) DI (HEES)
Sales to external customers RINBEFEHE 293,620 - 293,620
Segment results DEBELE 8,956 (993) 7,963
Reconciliation: HHR -

Bank interest income HRITH EWA 23,275
Interest income from financial BAFEGTAERS

assets at fair vale through SREEHE

profit or loss WA 7,828
Provision for impairment of an BER R EE A S

overdue convertible ZORERE

bond principal (11,337)
Provision for impairment of an REBERRZ/EZ

investment in an associate B (8,163)
Corporate and other unallocated R FI R EMAD I

expenses X (18,705)
Profit before tax FR 5 A A 861
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

4. OPERATING SEGMENT INFORMATION (continued) 4, REFHFER(E)
Hotel Money
Year ended 31 December 2022 operation lending Total
BE-_Z-_—_HF+-_A=1+—HI&EE B A8 e 5T
HKS'000 HKS'000 HKS'000
FET FET FET
Segment revenue (note 4) e 2= (Kiata)
Sales to external customers RN RFEHE 153,519 - 153,519
Segment results DEEE (51,044) (942) (51,986)
Reconciliation: R -
Bank interest income RITFIE A 7,409
Interest income from financial BAVEFAEECS
assets at fair vale through REEZMBEWA
profit or loss 7,828
Interest income from a loan RETFEBE N ZER
to an associate ZHBUWA 7,222
Fair value gain on financial RAVPESAERZS
assets at fair value MEE 2 AFERZS
through profit or loss 395
Provision for impairment of an REERARZRE 2R
investment in an associate B (3,525)
Corporate and other unallocated 2T R E i A D A
expenses (16,282)
Loss before tax BRI ARS8 (48,939)
Geographical information i EE R
(a)  Revenue from external customers (a) KEIESEF 2 Y 7
2023 2022
—E—= —ET——
HK$’000 HKS'000
FHETT FEIT
France A 293,620 153,519
The revenue information above is based on the locations tit s FZERTRIEE P AT
of the customers. Bl S o
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NOTES TO THE FINANCIAL STATEMENTS

4. OPERATING SEGMENT INFORMATION (continued)

Geographical information (continued)

(b)

BA RS SRR B RE

For the year ended 31 December 2023

HE-Z-_=F+-A=+—HALFE

D AR ()
WEER(E)

Non-current assets FrREEE
2023 2022
—E-= —E - F
HK$’000 HKS'000
FETT FET
France JEE 2,378,949 2,345,171
Mainland China =iy N 173 30,680 33,463
Hong Kong &5 6 12
2,409,635 2,378,646

The non-current asset information above is based on the
locations of the assets and excludes financial instruments
and deferred tax assets.

Information about a major customer

A single customer contributed revenue of HK$33,298,000,
accounting for 10% or more of the Group's total revenue
for the year ended 31 December 2023. No revenue from
transactions with a single customer accounted for 10% or
more of the Group's total revenue for the years ended 31
December 2022.

L ZERBEEERTIRE
BEMEME Y A FAEED
BTARELERBEEE

FEEFZEHN
Etzé_g:_iwL—ﬂ:Jr—
HIEFE B—FFEBKE
33,298,000,%75 AN E S
BEAIO%S AL - HEZZT -
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

5. REVENUE, OTHER INCOME AND GAINS 5. W& EtbR AR s
The Group's revenue represents revenue from contracts with AREBZWREZEEFAHNRE - 8y
customers. The disaggregation information is as follows: BERT -
2023 2022
—g== —T-=
HK$’000 HKS$'000
FHETT FHEIT
Type of services I8 % kil
Rendering of accommodation services REEBRSE 252,549 133,974
Rendering of catering services REE KR 36,307 17,165
Rendering of travel agency services RATRTT AL AR TS 3,441 1,685
Rendering of laundry services RIS KRART 1,323 695
Total 5 293,620 153,519
Geographical market &5
France JEE 293,620 153,519
Timing of revenue recognition W 228 TR 5 B P
Services transferred over time and total BRI —ER B FE NEERS 2
revenue from contracts with customers BEPEHAWEEE 293,620 153,519
Total revenue from contracts with customers can be directly RSN AR EM 4TI E 2
reconciled to the segment revenue of hotel operation disclosed in B AR & D B S B R o
note 4.
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5. REVENUE, OTHER INCOME AND GAINS (continued) 5.

Other income and gains is as follows:

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

Wz - HAWA R WS (45)

HtWA R Wam o T

2023 2022
—B-=F —E -
HKS’000 HKS$000
FET FHEITL
Other income Hiug A
Gross rental income from a property VHELERE e
operating lease: WA 4% -
Fixed lease payments BEEHERE 1,380 1,649
Interest income from financial assets at fair BAFEFAEBZZ SR
value through profit or loss BE 2 BWA 7,828 7,828
Interest income from a loan to an associate  IZE FTHE AT ZERZ
FE WA = 7,222
Government grants TRAT B = 12,216
Bank interest income HRITHEWA 23,275 7,409
Total other income Hig A B 32,483 36,324
Gains g
Fair value gain on financial assets BAFEFTAEZ SR
at fair value through profit or loss BEZ N EKRZS - 395
Total gains Wassaza - 395
Total other income and gains EA U A R s 4858 32,483 36,719
6. OTHER EXPENSES 6. Hfpx
2023 2022
—B-=F —E -
HKS$’000 HKS$000
FET FHEIT
Foreign exchange losses b 5 &8 355 619
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

7. FINANCE COSTS 7. BEAX
2023 2022
—EC-=F —FE-—
Notes HK$’000 HKS'000
Hat FET FE&T
Interest on bank borrowings WITEEFE 87,775 48,222
Fair value gain, net: N EWREFE
Cash flow hedges (transfer from R ME L (R
other comprehensive income) BEMEEKA) (44,207) (2,089)
Interest on lease liabilities HEBERE 26 150 145
Interest on a defined benefit plan AERAEEIFE 28 66 15
Total HEt 43,784 46,293
PROFIT/(LOSS) BEFORE TAX 8. MBLAER 7 (B58)
The Group's profit/(loss) before tax is arrived at after charging/ AEFBBRBATESN (BIB) Jh&Em
(crediting): B (Gt A)ATIER :
2023 2022
—E=-= —F==
Notes HK$’000 HKS'000
Hrat FET FET
Cost of hotel operation B R AR 179,010 117,082
Depreciation of property, plant and M - BB REETE
equipment 14 44,035 37,098
Depreciation of right-of-use assets CREEERE 15 1,599 1614
Amortisation of intangible assets B EEHEE 16 46 41
Provision for impairment of an overdue BERRESRE Y
convertible bond investment VEREREL] 20(a) 11,337 =
Provision for impairment of a loan to RETHEARZIERZ
an associate RERE 39(b) 8,163 3,525
Lease payments not included in the VEFAHERETEZ
measurement of lease liabilities HERK 37(b) 21 28
Auditor’s remuneration ZEE I 2,768 2,563
Wages, salaries and other benefits T%&  #HeQHMEM
(including directors’ and (BEESHM X
chief executive's remuneration) FETBAEEM) 9 9,052 8,668
Foreign exchange difference, net EH FES 6 355 619
Fair value gain, net: RN
Cash flow hedges (transfer from Remesr(EEa
other comprehensive income) Hip2mEBA) 7 (44,207) (2,089)
Fair value gains on financial assets at BAFEFABR ISR
fair value through profit or loss BEAFERE 5 = (395)
Interest income from financial assets at BAFEFABRZ SR
fair value through profit or loss BEZFBBA 5 (7,828) (7,828)
Interest income from a loan to RETHENRZERZ
an associate FEWA 5 - (7,222)
Bank interest income RITFEWA 5 (23,275) (7,409)
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

DIRECTORS’ AND CHIEF EXECUTIVE'S 9. EERFIETHAEHM
REMUNERATION

Directors’ and chief executive's remuneration for the year, BEFTHRIEEE(CRIIEH)
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), () 2383(1)(a) * (b) * () RMOIER(AT
and (f) of the Hong Kong Companies Ordinance and Part 2 of the BESNEEEDRAM) F2HNRECE
Companies (Disclosure of information about Benefits of Directors) ERFETHRABFREHMOT -

Regulation, is as follows:

2023 2022
—EC-=F —E-—

HK$’000 HKS'000

FEIT FET

Fees weE 1,200 1,000

Other emoluments: H b RE

Salaries, allowance and benefits in kind e R EREWA S 4,290 4,290

Performance related bonuses R IFHNR Z TEAT 760 760

Pension scheme contributions BRIREFHEIHEER 36 36

Subtotal /Nt 5,086 5,086

Total et 6,286 6,086
No share options were granted for the years ended 31 December REBE - =FN T - —F+—
2023 and 2022. A=+—HLLFE  UERLEMNE

& #E o
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERIETHAEHFM®
REMUNERATION (continued)
Executive directors, independent non-executive directors HITEE BIUFHITEERTE
and the chief executive: THAE
Salaries,
allowance and
benefits Pension
inkind  Performance scheme
#$% * related bonuses contributions Total
2023 Fees EER  ERTHE EIKE  remuneration
—EC-=F we BEYFE B4 sHEIHR B0 Pkl
HKs’000 HKs’000 HKs’000 HK$’000 HK$'000
FET FET FET FHET FET
Executive directors:
HTES -
Mr. Xue Jian*
Bl 200 2,600 500 18 3,318
Mr. Law Wing Chi, Stephen
BokERE 200 1,690 260 18 2,168
Subtotal
INEF 400 4,290 760 36 5,486
Independent non-executive directors:
B FEITES
Mr. Tam Sun Wing
ERARLAE 200 - - - 200
Mr. Ng Ge Bun
REWEE 200 - - - 200
Mr. He Yi
Btk 200 - - - 200
Ms. Kwok Pui Ha**
ZBAm B8 2 = 200 - - - 200
Subtotal
et 800 - - - 800
Total
HBE 1,200 4,290 760 36 6,286

1 40 Kai Yuan Holdings Limited | Annual Report 2023



NOTES TO THE FINANCIAL STATEMENTS

DIRECTORS’ AND CHIEF EXECUTIVE’'S

REMUNERATION (continued)

Executive directors, independent non-executive directors

and the chief executive: (continued)

Salaries,
allowance and

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

9. EERFETBAEHM)

BITEE BUFITESEREE
THAE : (&)

benefits Pension
in kind Performance scheme
%% related bonuses contributions Total
2022 Fees R R HERBEAZ BIRE  remuneration
—E-F ok EWHlz=E TE4T SHEIHR HolesE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TFET T T FET FET
Executive directors:
WITES:
Mr. Xue Jian*
BffR o A 200 2,600 500 18 3318
Mr. Law Wing Chi, Stephen
BoxELE 200 1,690 260 18 2,168
Subtotal
N 400 4,290 760 36 5,486
Independent non-executive directors:
BYFRTES
Mr. Tam Sun Wing
B RE 200 - - - 200
Mr. Ng Ge Bun
REWEE 200 = = = 200
Mr. He Yi
BREE 200 = S = 200
Subtotal
N 600 - - - 600
Total
HaET 1,000 4,290 760 36 6,086
@ Mr. Xue Jian is the chief executive officer of the Company. o BEREEBARRBITIRER -
o Ms Kwok Pui Ha was appointed as an independent non-executive o BMELTREERBELIFNITE

director effective from 1 January 2023.

There was no arrangement under which a director waived or
agreed to waive any emoluments during the Year.

E-HT-_=F—A—HABER-

FAMBETANERESREXUREN
TR 2 225k
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

10. FIVE HIGHEST PAID INDIVIDUALS 10. EEEEFMAL
The five highest paid individuals during the year included two FAREGERFTMATERE _2ES%
directors (2022: two directors), details of whose emoluments are (ZEZZF : ZREF)  BEZEH
set out in note 9 above. Details of the emoluments for the year BEEBE RN E XXM - FRABR T =%
of the remaining three (2022: three) highest paid individuals who (ZZZ=ZF : =F)RFAXRFES
are neither a director nor chief executive of the Company are as MEFETRAEZSSHFMA L
follows: HNEEBAT
2023 2022
—E-= —F-—
HKS’000 HKS'000
FETT FET
Salaries, allowances and benefits in kind e REREWA & 2,407 2,332
Performance related bonuses EARIR 8 FEAT 234 234
Pension scheme contributions RIREFTEIMEER 53 53
Total HRET 2,694 2,619
The number of non-director and non-chief executive highest paid HENFIATNSHE ZEEEES I IEE
individuals whose emoluments fell within the following bands is BETHBAERSTFMALTZ AT -
as follows:

Number of employees

EE A"
2023 2022
—E-= —=E-=
Nil to HK$1,000,000 = %1,000,00078 7T 2 2
HK$1,000,001 to HK$1,500,000 1,000,008 7T £ 1,500,000/ 7T 1 1
Total st 3 3
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11.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023

HE-_T-_—F+-_A=-+—BLEFE
INCOME TAX 1. FBH
Hong Kong profits tax has been provided at the rate of 16.5% el ﬁ:ﬁ@y’;ﬁﬁqﬁiﬁjﬁé 52{4,5
(2022: 16.5%) on the estimated assessable profits arising in Hong SHEBRBEMIRHE R165%( T - =
Kong during the year, except for one subsidiary of the Group ¢ D16.5%) B - AR EET — M
which is a qualifying entity under the two-tiered profits tax rates NE(EEFEREMEFHI T 28E
regime. The first HK$2,000,000 (2022: HK$2,000,000) of assessable #.%fﬁ;‘f) BRHN o 1Lt BT B8 A B B 2,000,000
profits of this subsidiary are taxed at 8.25% (2022: 8.25%) and the BIL(ZZT = 4 : 2,000,000/ 7T) 2 fE
remaining assessable profits are taxed at 16.5% (2022: 16.5%). SRR A E8.25%( —E - —F : 8.25%)
Taxes on profits assessable elsewhere have been calculated at TR EFIE - 2T ERER R A BIR
the rates of tax prevailing in the countries in which the Group 165%(ZF == 16.5% ) Tt G IR
operates. IE HMBE R ERBUEMIEAEE
BEBRR ZBITREAERIE
The provision for PRC current income tax was based on the FEBNERFTIS R E T A S B R A
statutory rate of 25% (2022: 25%) of the assessable profits of B K FE 2 BT B A B FE SR B s AR E
the Group's subsidiaries in Mainland China as determined in BMEBU(ZEZ—F 1 25%):TiR - A
accordance with the relevant income tax rules and regulations of R NIRBRN _EENF—HA—H
the PRC Corporate Income Tax Law, which came into effect on 1 ERZHRBRPEMESHEEBIER
January 2008. REIRBOIMETE -
The provision of French current income tax was based on the EBIAERFT S AR FNE £ 2 (G5t
rate of 25% (2022: 25%) of the estimated assessable profits arising FERBUOR TR 25%( ZEZ—4F : 25%)
during the year. TR -
The provision for Luxembourg's current income tax was based EREANEMEHREBEFAEE ZMG
on the rate of 24.94% (2022: 24.94%) of the estimated assessable SHERBOHET ?;z%}d R2494%(—_F - —
profits arising during the year. 1 24.94%) R
The major components of income tax expense for the years ended B2 - =k -_F-—%+—-A
31 December 2023 and 2022 were as follows: = t—BLEFEMERAZ 2 EE
DT
2023 2022
—EgE-= =
Note HK$’000 HKS'000
Hfat FHETT FET
Current income tax charge FRNHNEMEH T T —
for the year — France JEE 2,065 =
Current income tax charge FRENERATIS S —
for the year — Mainland China elEiiy N = 2,835
Current income tax — Hong Kong ~ BNHAFF1SH — &8
Charge for the year FAZH 439 438
Overprovision in prior years BAFEHBERE - (107)
Deferred (Note 29) RAE (Bt 5E29) 754 (10,989)
Income tax charge/(credit) for the FRFFERESL (H%)
year 3,258 (7,823)
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NOTES TO THE FINANCIAL STATEMENTS

B RS R AR B RE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

11. INCOME TAX (continued)

(a) Tax losses arising in France may be carried forward

indefinitely. However, the amount of losses used in a year

may not exceed EURT million plus 50% of the taxable profit

above that amount for such financial year.

A reconciliation of the tax expense applicable to profit/(loss)
before tax at the statutory rates for the jurisdictions in which the
Company and its subsidiaries are domiciled to the tax credit at the

effective tax rates, and a reconciliation of the applicable rates (i.e.,

the statutory tax rates) to the effective tax rates are as follows:

11. BEH @)
(@) REREEZRBEBIBAER
HigteE - A BFHANE
B & 515 H B 1,000,000 B 78
SINEB B Z Y T E S FEER
B M H50% ©

BOERR AR R REKME QB MER
ERER ZORTE M R FT B Z bR A &
Fil,/ (B518) 2 BB B S R B R Bl ok
AEZBBERZEER - ARERB
RAVEERE) BERH X 2 HERD

T

023 Mainland China Hong Kong France Luxembourg Others' Total
kSt hEAE B e ERE Hfpo &3t

HKS'000 %  HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %

7L 7T - 71 FEL 7L
Proft/loss) before tax. R ATER]/

() (9,841) 21,936 (18,154) 979 (59) 861

Taxatthe statutoryincome REE AR %3t
faxrate LAk (2,460) 25,0 4,609 165 (4,539 25.0 244 249 - - (2146) (2492
Expenses not deductble  ARARET
fortax - - - - 7358 (40.5) - - - - 138 8546
Lower tax rateenacted by S ERERZE
local authority [Fi% - - (165 (08) - - - - - - (165 (192)
Income not subjecttotax  EZHBIMA - - 8157 (292 - - (s (49) - - (8401)  (975)
Taxlossesand temporary A EARBBER
diferences not recognised  EB £ 2460 (250) 4152 149 - - - - - - 6612 7619
Taxcharge at the Group's RS EERHE
effective rate HELRBRX - - B 16 2819 (155) - - - - 358 3784
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NOTES TO THE FINANCIAL STATEMENTS

11. INCOME TAX (continued)

BA RS SRR B RE

For the year ended 31 December 2023

HE-Z-_=F+-A=+—HALFE

11. Fif8%i(®)

02 Mainland China Hong Kong France Luxembourg Others” Total
s hERE (3 el ERE Efpo Fee
HKS 000 % HKS000 % HKS000 % HKSO00 % HKSO00 % HKS000 %
AT Fér AT Fér A1 Fér
Proft/loss) before tax IR ATER]/
(B#) 2501 1270 (65,229) 1047 B1) (#8939)
Taxatthe statutory income R FEHE
fax rate RV 625 250 2107 165 (16307) 250 %1 219 - - (13314) 272
Bxpenses not deductible  FHIRER
for tax - - - - 5318 (82) - - - - 5318 (109
Lower taxrateenacted M EREAZE
bylocal authorlty itk - - )1y - - - - - - (16) 03
Income not subjecttotax  EZEBIMA - - B9 (08) - - O6) (M9 - - @ 85
Taxlosses and temporary A EEABE B
diferences not REREE
recognised 220 884 2406 188 - - - - - - 4616 (94
Adjustments in respectof BB HRIA
crenttaxofprevious  FAIFIEEER
periods - - (107) (08) - - - - - - (107) 02
Toxchargel{cediatthe  RASEERHE
Group's effective rate HEIRR
me/(B8) 8% 14 N 26 (1099 168 - - - S 19
(i) Others represent the results of certain subsidiaries which are tax- (i) HihIEETHEAR(RNERERE
exempted companies incorporated in Bermuda and the British BHER RS MR 2 R
Virgin Islands. VNGO 3 i
12. DIVIDENDS 12. RE

The directors do not recommend the payment of any dividend in
respect of the year (2022: Nil).

BV BN AFETAKRE (=

=

FE) -
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

13. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY 13.
EQUITY HOLDERS OF THE COMPANY
The calculation of the basic loss per share amount is based on
the loss for the year attributable to ordinary equity holders of the
Company, and the weighted average number of 12,778,880,000
(2022:12,778,880,000) shares in issue during the year.

No adjustment has been made to the basic loss per share amounts
presented for the years ended 31 December 2023 and 2022 in
respect of a dilution as the exercise prices of the Company's
outstanding share options were higher than the average market
prices for the Company'’s shares during the years.

The calculation of basic loss per share is based on:

APAEBRERFEAELS
REE
BREABEEBSBEIREBEAQALE
ERFEBEABRTFRABEARFAR
BT IR 1D hnAE S 19 B 88012,778,880,000
B (=T = =4 :12,778,880,0000% ) 5t

= o
Ea

TERBEE_E_=FR_FT_—
FTZA=ZF+—BLEFEEEZHR TR
AERNBEEELNEERE  RAA
REBFEERAGHRITERERE S
TEEHERARERN 2 FHTE
L

BREABEGR N IRESE

2023 2022
—E-= —E-—
HK$’000 HKS'000
FHET FEITL
Loss &8
Loss attributable to ordinary equity holders of ZNA B & @R IEA A
the Company i hay agi=! (2,397) (41,116)
2023 2022
—E_=F —=F-—
Shares ('000) B (F AR
Weighted average number of ordinary ARETEEREEEE .
shares in issue during the year FADRBETLBR
used in the diluted loss hn#EF AR ER
per share calculation 12,778,880 12,778,880
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14.

PROPERTY, PLANT AND EQUIPMENT

NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023

BE—

—=Et-A=t+-RAILEE

14. Y%  BEKRE

Hotel Leasehold Motor Office
properties Buildings  improvements vehicles equipment Total
BENE BT HENEEE AE WAERE @t
HKS000 HKS000 HKS000 HKS000 HKS000 HKS 000
T FET FET FET FET FET
Cost AA
As at 31 December 2021 R-E--E+-A=1-H 3,011,708 61,056 1835 4551 1221 3,080,377
Additions g 75,968 - - - - 75,968
Bichange diferences on translation ~ HEEAZEEH (162,954) (4641) (13) (456) (17 (168,081)
As at 31 December 2022 RZEZZF+-A=1-H 2,924,722 56,415 1,822 4,095 1,210 2,988,264
Additions ®E 3,034 - - - - 3,034
Eichange differences on translation ~ MEEAVERER 93,951 (1,613) (5) (158) 6) 92,169
As at 31 December 2023 RZEZZETZAZ1-H 3,021,707 54,802 1,817 3,937 1,204 3,083,467
Accumulated depreciation ZithE
As at 31 December 2021 R-E--E+-A=1-A (241,249) (23391) (1.839) (3.965) (1,199 (271,639
Charge for the year Rk (35,199) (1894) - - o) (37,099)
Bichange differences on translation ~ MEEAVERER 12759 1779 13 40 17 14978
As at 31 December 2022 R-F-—F+-F=1-A (263,685) (23,506) (1,822) (3,555) (1,191) (293,759)
Charge for the year Rk (42,188) (1,841) - = (6) (44,035)
Eichange differences on translation ~ HEEA 7 ERER (9,188) 672 5 142 6 (8,363)
As at 31 December 2023 R-E_=F+-A=+-H (315,061) (24,675) (1,817) (3,413) (1,191) (346,157)
Impairment loss AEER
As at 31 December 2021 R-E-—E+-A=1-H (33814) - - - - (33814)
Eichange differences on translation ~ BEE4VEREH 18297 = = = = 18297
As at 31 December 2022 R-E-E+-A=1-H (319,845) - - - - (319,845)
Eichange differences on translation ~ BEEEZERER (10,273) - - - - (10,273)
As at 31 December 2023 R-E-ZE+-A=1-H (330,118) - - - - (330,118)
Net carrying amount REFE
Asat 31 December 2023 R-B-=f+-A=t-H 2,376,528 30,127 - 524 13 2,407,192
s at 31 December 2022 A\ZEZZFTZA=1-H 2341192 32909 - 540 19 2374660
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

14. PROPERTY, PLANT AND EQUIPMENT (continued) 14.

The Group's land is included in hotel properties. The analysis of
land is stated as follows:

Y% - BERRE @
AEEZ st NEEMERN - Tt
Z AT RIMT -

Analysis of land: T AT
2023 2022
—E-= —_EF_—
HK$’000 HKS'000
FET FET
In France, freehold VAR SKAERE 1,797,550 1,741,614

At 31 December 2023, certain of the Group's hotel properties with
a net carrying amount of approximately HK$2,376,528,000 (2022:
approximately HK$2,341,192,000) were pledged to secure general
banking facilities granted to the Group (note 27).

15. RIGHT-OF-USE ASSETS 15.

The carrying amounts of the Group'’s right-of-use assets and the
movements during the year are as follows:

RZEBE-Z=%F+-RA=+—8 " K&
] BF T8 )% 18 49 2,376,528,00058 7T ( — &
T #92,341,192,00008 ) 2 H/ T
BIEVECEER  FAAEERER
—RRERITRE 2 R G (P RE27) -

EREEE
AEEERREEZERAERAFA
gEmT

Motor Office
Buildings vehicles  equipment Total
BF AE BAERE Foy
HKS'000 HKS'000 HKS$'000 HKS'000
FET FHET FHET FET
As at 1 January 2022 R-E-_-F—HF—H 451 43 49 543
Addition NE 4,532 70 - 4,602
Depreciation charge TERX (1,458) (110) (46) (1,614)
Exchange differences on BREEAZIER
translation =5 - 3) 3) (6)
As at 31 December2022and R-ZE--HF+=A
1 January 2023 =t—-HE
—B-=f-A-H 3,525 - - 3,525
Addition = 88 - - 88
Depreciation charge MERY (1,599) - - (1,599)
As at 31 December 2023 R-E-=%+=A
=+-H 2,014 - - 2,014
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

16. INTANGIBLE ASSETS 16. B EE
Software
B
HKS'000
TFET
Cost 5%
As at 1 January 2022 RZE—_—f—H—H 802
Addition NE 331
Exchange differences on translation HMEELVIEN =% (74)
As at 31 December 2022 R_ZE-——F+-A=+—H 1,059
Exchange differences on translation BREEECZERER 33
As at 31 December 2023 RZE-_=F+=-A=+—H 1,092
Amortisation e
As at 1 January 2022 R-E-_—_F—HF—H (616)
Provided for the year FARE (41)
Exchange differences on translation MHEACERZER 59
As at 31 December 2022 R_ZE-_—F+-A=+—H (598)
Provided for the year FREE (46)
Exchange differences on translation BMEEECZERER (19)
As at 31 December 2023 WZZE=-—=F+=-A=+—H (663)
Net carrying amount IREEE
As at 31 December 2023 R-B-=F+=-HA=+-—H 429
As at 31 December 2022 RZE-_—F+-A=+—H 461
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023

Hz—

17.

18.

Eo=F+-A=t+—HILFE

INVESTMENT IN AN ASSOCIATE 17. RBEQXF2RE
2023 2022
—g=-= —F==
HKS$’000 HKS'000
FAETT FET
Share of net assets B EERE 6,448 6,637
Goodwill on acquisition b 2 R 1,127 1,161
Provision for impairment PERIERE L] (7,575) (7,798)
Total Bt - -
Particulars of the associate are as follows: BB E RRFBET
Percentage of
Place of ownership interest
Particulars of  registration attributable to
Name issued shares held  and business the Group Principal activity
X5E
FRERT EEERE
A% RAFHE BEREEHE BEEAL FEEER
Beijing Chemical Reaction Engineering Registered capital ~ PRC/Mainland China 37.125 Manufacture and sale of
Science & Technology Co,, Ltd. of RMBT each  FRE /I A chemical products
I RSRERRBR AR MR ER BUEREECTER
AREIT

The Group's shareholding in the associate is held through a

wholly-owned subsidiary of the Company.

During the year ended 31 December 2023, the associate recorded
further losses. The Group discontinued recognising its share of
additional losses as its interest in the associate had been reduced

to zero and, therefore, the directors are of the opinion that it is not
meaningful to disclose the summarised financial information of

the associate.

AEBEREBBZE QAR 2BREIER
RAFETE2EMBAREA -

HE - T -_=—#+_-_A=+—H8I*F
B BENRSBE—SEER - A%
B FEREEEEMER  RRAA
ERBEQRNBERERLES B
It BEERE BEBREQARNMG
BBl ESE -

INVENTORIES 18. =&
2023 2022
—E_=F — g
HKS’000 HKS'000
FET FET
Food and beverages BN EE 1,194 897
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NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

TRADE RECEIVABLES FE W BR R
2023 2022
—E-= =
HKS$’000 HKS'000
FHT FET
Trade receivables FEULBR FX 12,553 12,111

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

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

BELERA—RARSRERARX
ff - IKITHEETRAEFPME -
REA-RA—MEA LEEAREE
SRR o A5 B B ph R U AR SR A
BEAEFAERRSEMEREERE
i o FEUARFRIAL AR

2HMAEER - RBEEAHAF
CERERR (ENRERRE) 25K
DI

a5 e

2023 2022

—E-=F T
HK$’000 HKS'000
F#ET FHEIT
Within 1 month —{E B LAR 11,256 11,155
1 to 3 months —Z={@A 1,267 740
Over 3 months —@AULE 30 216
Total FEE 12,553 12,111

The Group applies a simplified approach in calculating ECLs
prescribed by HKFRS 9, which permits the use of the lifetime
expected loss for all trade receivables. To measure the expected
credit losses, trade receivables have been grouped based on
shared credit risk characteristics and the days past due. The
expected credit losses have also incorporated forward-looking
information. The expected credit loss rates for trade receivables
that were not yet past due are minimal.

AEBEEAEBM B RS ERF MR
Fr&] Rz AL B IR 77 X RET B Fa#(E
EEE - EARRimARKRERSER
2HRMER - A ERBEESRE
B BRERERERXREERRY
BREERTADE - 1tHh - TBH
EEERTMARGAELEZER -
WARBH 2 BUERZBREEER
KB -
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

20. PREPAYMENTS, OTHER RECEIVABLES AND

20. FAMNFMIE - HEWRERE

OTHER ASSETS ftb &=
2023 2022
—E_=F =S
Notes HK$’000 HKS'000
MtaF FHET FET
Overdue convertible bond BH AR E S E
investment (a) 92,109 -
Input tax of value added tax ER 2 #EIETIR 54,519 44,939
Prepayments TR 3B 1,750 1,639
Deposits and other receivables e Kk HAb Y EIR (b) 1,037 2,562
Corporate income tax prepayment &2 Fr 5% 8 1 708 = 6
149,415 49,146
Impairment allowance B B (a) (11,337) -
138,078 49,146
() Overdue convertible bond investment, which was (a) WAEENES R RRESER

unsecured, resulted from the default in payment by
convertible bond issuer, Zhonghua Gas Holdings Limited
("Zhonghua Gas", FEMRFIZKER A 7)), which is
further disclosed in note 21 to the financial statements.
The overdue convertible bond investment had
movements during the year as follows:

Gross carrying

BERAT MR EFEIT AT ER
RERBERAR(THERR])
BRMNRMES » RMBHRE
N E—FHE - FREH
AR ESFREREATES

amount Impairment Total
REAE RE @it
As at 1 January 2022, RZE-__5-A—-0"
31 December 2022 e e
and 1 January 2023 BR-_Z-_=%—HF—H - - -
Transfer from financial assets at #RaRnTESAES
fair value through profit or loss JEMEE 97,109 = 97,109
Impairment losses recognised BEZARESE - (11337) (11,337)
Settlement #E (5,000) - (5,000)
31 December 2023 —E-=F+-A=1—H 92,109 (11,337) 80,772
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NOTES TO THE FINANCIAL STATEMENTS
B AR Y =E

For the year ended 31 December 2023
BEZ-=Ft_A=t—HILFE

20. PREPAYMENTS, OTHER RECEIVABLES AND 20.
OTHER ASSETS (continued)

AR - EttBERFIER A
ftb & = ()

(a)

(continued)

The overdue convertible bond investment was classified
as Stage 2 for the purpose of ECL calculation as the
Group accepted, pending signing of formal and binding
agreements, a preliminary proposal from Zhonghua Gas as
regards deferral of repayment. The calculation of a lifetime
ECL is based on the probability of default ("‘PD") approach
with key elements as follows:

PD: an estimate of the likelihood of default over a
given time horizon based on the latest repayment
schedule by reference to an external credit rating
matrix with the lowest rating;

Loss Given Default ("LGD"): an estimate of the loss
arising in the case where a default occurs at a
given time by reference to an external credit rating
matrix with the lowest rating; and

Exposure at Default ("EAD"): an estimate of the
exposure at a future default date based on the
latest repayment schedule.

The Group received repayments from Zhonghua Gas in
aggregate amount of HK$10,000,000 after the reporting
period and by the date of approval of the financial
statements. In addition, Zhonghua Gas agreed to urge
two of its shareholders to provide personal guarantees
and pledge certain properties in Chinese Mainland to
secure the overdue convertible bond investment in March
2024. The Group is expediting the legal to formalise these
guarantees and pledges documentations.

None of the deposits and other receivables was either past
due or impaired and there was no history of default and
past due amounts.

Deposits and other receivables were classified as Stage
1 without any significant increase in credit risk tracked
since initial recognition. Their recoverability was assessed
with reference to the credit status of the debtors, and
the expected credit loss as at 31 December 2023 and 31
December 2022 was considered to be minimal.

(a)

(&)
RIEHMEEERNGENS -
BHRTMEESREGREES
“RE RARANKECDER
FELABANRDOWHHEAN A
RERREX —DABTHE
R L RE - EEL B
MIEHEEBEBRREZOME
(MBDOBE|)EFE - 2R
EUNNE

EOBE  @EERE
SR 2 90 D5 B AR 2B
[ B A B3 Bt 8%
e %2 5 80 B P9 40
PR

BOBEE([ROB%
%) 8 E SR
2 SN S B AT B
7 5 B 1 B A A9
R T T BB 2 9 1
g

ERRRE O (TELR
kO ) - ER&RNE
AETEIHERKEDN A
Hi i O ek st o

RIREHBE LR BRI
A H IR - AREE U P ER
RE A 10,000,000 7T ° it
G RZZE_FE=ZR - RE
RRF = BUE M &R R R
BEAERRKEFAPEKES
ETWE  UABEABARE
FERE R o NEB MR
WELEENF NS ZEER
REMAERL -

e AL B MO 3 1 28
SRE MR E S R
R -

e REMEWRIBHRERA
F—EE - BEWHZERIUNU
Ko EERBRIESES KR L
F oo HUGE &2 EERE A
ZEEBAME  MRZF
T =F+-_A=+—HEZ-E
-+ A=+t—HzHEH
EEBEER AR -
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

21. FINANCIAL ASSETS AT FAIR VALUE THROUGH 21.
PROFIT OR LOSS

BAFEFABRRZSRMEE

2023 2022
—B-=F g
HK$’000 HKS$000
FHET FET
Investment in convertible bonds, BAVERE 2T BRES
at fair value & = 97,109

On 16 November 2020, the Company invested in the unsecured
convertible bonds issued by Zhonghua Gas at a face value of
HK$97,800,000. Zhonghua Gas is listed on GEM (stock code: 8246),
and is principally engaged in the provision of diverse integrated
new energy services in China. The convertible bonds were for a
term of 3 years, bearing interest at the rate of 8% per annum with
the conversion price at HK$0.27. The Company could exercise the
conversion at any time until the maturity date, 16 November 2023.

The Group did not exercise any conversion right and Zhonghua
Gas repaid all outstanding interest but defaulted on the principal,
which was reclassified to prepayment, other receivables and other
assets (note 20(a)) accordingly.
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RZZEZEF+—A+"H  KAF
WEPERRIBEITHEKIE T RRE
% » H{EA97,800,000/8 7T ° FEMRT
RGEM ET (AR 5% - 8246) » £ &
HERPBEREZ TG EFTERR
e nmRkEHCFHAE=F  BF
FlE8wrr B + MRE K027BIL o &
AEAREREBBE(ZE_=F+—A
+75B) BIBERF 1T AR o

AEBRITEEAIRPAE - P ER
REHEEMAEREENSE BHER
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22,

NOTES TO THE FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND PLEDGED
DEPOSITS

22,

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

BERREEEYUARCEH
(2

2023 2022
—EB-=F g
HK$’000 HKS$000
FET FHEIL
Cash and bank balances R & MIRTTHERR 917,314 844,619
Less: Pledged deposits B BERER (33,122) (19,802)
Time deposits with original maturity REHSHEBB=AN
of more than three months TEHTF R - (124,580)
Cash and cash equivalents RekBEeSEY 884,192 700,237

As at 31 December 2023, pledged deposits represented the time
deposits pledged to secure the repayment of interest arising from
interest-bearing bank borrowings, amounted to HK$33,122,000
(2022: HK$19,802,000).

As at 31 December 2023, the cash and bank balances of the
Group denominated in RMB amounted to HK$16,053,000 (2022:
HKS$16,396,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, and Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying
periods of between one day and three months in Hong Kong and
Mainland China depending on the immediate cash requirements
of the Group, and earn interest at the respective short term
time deposit rates. The bank balances and pledged deposits are
deposited with creditworthy banks with no recent history of
default. The carrying amounts of these assets approximate to their
fair values.

R-_ZE-_=F+-_A=+—H " BX
WEREEEERAUNEREETS
RITIEEF B 2 E 877 30533,122,000
I (ZZT = 4 19,802,000/ 7T) ©

RZB-_=F+-—A=+—H8 &K
EEUARBHEZRERBETLE
# 5160530008 T (ZE ==
16,396,000/87C) © AR B BT
FREMEYE o AT - RIK A BB
EERGEOIARERE EERMES
HRTE  AEEEESBERERETT
INEEB Z BT ARE LB EM
B .

RITIFFIRE A RITIE A RREUF
BHE - BB RPEARE2EHEM
FRAR-—HE=BAATE  REAX
SEAFRSFRME  LIKEE
Z RS HATE B RN R R AR B o RTT
R M ERERERRNEERIA
RIOYEEEREZRT - WEEE
ZIREEEE A HERE -
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

23. TRADE PAYABLES 23. BENERR
An ageing analysis of the trade payables as at the end of the RERPELER - LHZHHA
reporting period, based on the invoice date, is as follows: g ENBRRZERESIT
2023 2022
—g== —EF -
HK$’000 HKS'000
FHET FET
Within 1 month —{E AR 2,625 6,217
1to 3 months —ZE=={EA - 767
Over 3 months =@EAMNE - 173
Total BT 2,625 7,157
The trade payables are non-interest-bearing and are normally FERTBRRIA T E R —MNR308 260
settled on terms of 30 to 60 days. BAEE -
24. OTHER PAYABLES AND ACCRUALS 24. HthENFERETEA
2023 2022
—E-= —F-=
HK$’000 HKS$000
FET FEIT
Other tax payables HMENTIA 48,321 41,116
Accruals FEEtER 18,913 26,045
Other payables HAth fETRIR 13,039 10,369
Total Bt 80,273 77,530
Other payables are non-interest-bearing and have no significant B ERZRIBEY A8 - R EEE

balances aged over one year.
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

25. DERIVATIVE FINANCIAL INSTRUMENTS 25. {TEE®IA
2023 2022
—E-= —E-—

HK$’000 HKS$000

FET FEr

Interest rate swaps MEEHELD 38,033 80,382

Less: portion classified as current portion B DA S 25D 38,033 50,008

Non-current portion FEENERER - 30,374
At 31 December 2023, the Group had an interest rate swap RZEBZ=F+Z_A=+—H K&
agreement in place with a notional amount of EUR175,000,000 EET T %% 2% /5175000000 B 2
whereby it received interest at a variable rate equal to the Europe ZHEREEEH - Bt - AEER A
Interbank Offered Rate (“EURIBOR’) on the notional amount and EeEREERBTERITRAZERS
paid interest at a fixed rate of 0.19% (2022: 0.19%). The swap is (TRTERITEAERE ) 2 FBFE
designated as a hedging instrument to hedge the exposure to WEF B - WiEEE B E0IIE(ZTE
changes in future cash outflows of interest arising from its 5-year T 019E) ZTATFE o it B
secured loan (note 27). BRFIEEERE IR - BHE A
TERBRBER(MT27)FIE 2K

KIBeRLEEBRER
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NOTES TO THE FINANCIAL STATEMENTS

B RS R AR B RE

For the year ended 31 December 2023

HE—

25.

—=EtCASt-RILER

DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Cash flow hedge -
There is an economic relationship between the hedged item and
the hedging instrument as the terms of the interest rate swap

Interest rate risk

critically match the terms of the fixed rate loan (i.e., notional
amount, maturity, payment and reset dates). The Group has
established a hedge ratio of 1:1 for the hedging relationships as
the underlying risk of the interest rate swap is identical to that of
the hedged risk component. In addition, based on quantitative
assessment prepared by the management by comparing the
changes in the fair value of the hedging instrument against the
changes in the fair value of the hedge item attributable to the
hedged risk, the hedge of the interest rate swap was assessed
to be highly effective with insignificant ineffective portion. For
the year ended 31 December 2023, the effective portion of the
hedging instrument arising from the hedge of the interest rate
swap was included in the hedging reserve as follows:

25.

PTTESMIT AW
fE%/ALE%ﬁEF_*U‘?H@
HRMEREH 2 GEREESER
ZHER(ANEEESHE  HAR - MR
EFTEH) —B MutbREhIRE E Y
HMITEAZHAGFELERE - ANEBE5R
HHBEREZEPEERR  RA
ﬁflJTTﬁﬁﬁ/\%’JzifEF%HM,\ff&ﬂﬂﬂ
[\ f &F > 2 M RA R AE R o tEoh - AR
BEBEEAMETTANRFESE
PEEPRAREEHPEENQFE
HEETHLMARRNEENE - A
R HAE NP RFIERDERR
MERLOALFNER - BE_T =
FHZA=ZT—BIEFE - MXEEH
BHOHIRAEE N Y T AN A RE
DEFTAERREBOT -

2023 2022
—EBCI=F —E-—F
HK$’000 HKS'000
FET FET
Total fair value gain included in FTAYRREE . A TERSRE
the hedging reserve 3,600 77,941
Deferred tax on changes in fair value NEEE R E (900) (19,485)
Recognised in finance costs included in the RERKZBERRER
statement of profit or loss (note 7) (K15t7) (44,207) (2,089)
Deferred tax on reclassification to BENNBEEBRR
profit or loss BRI 11,052 522
Net (loss)/gain on cash flow hedges Rensirz
(B#H), M F 8 (30,455) 56,889
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26.

LEASE LIABILITIES

The carrying amount of lease liabilities and the movements during

the year are as follows:

26.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

HERRE
RERE BEEREFREBMT :

2023 2022
—E-= —F-=

HK$’000 HKS$000

FET FHEIT

Carrying amount at 1 January M—A—BZREE 3,693 481

New leases FEIEE 88 4,602
Accretion of interest recognised during FRERERFE LM

the year 150 145

Payments - (1,769) (1,529)

Exchange differences on translation WMEEL ZIEN EZR = (6)

Carrying amount at 31 December R+ A=+—HZERAE 2,162 3,693

Analysed into: DT
Current portion BIEAER 7 1,608 1,530
Non-current portion JEBNER SR> 554 2,163

Maturity profile of lease liabilities as at 31 December 2023 and

2022 is as follows:

RZBE-_=FR_F-_—_F+=-A=
+—B HEaBEZRBHBEROT

2023 2022
—E-= —E-
HK$’000 HKS$000
FHET TETT
Within one year —&FR 1,680 1,680
In the second year E-F 560 1,680
In the third to five years, inclusive FoEFRFT(RREEMRT) = 560
Total undiscounted lease liabilities RV EAERE 2,240 3,920
Discount amount AhIR %R (78) 227
Total present value of lease liabilities HEBGERRE 2,162 3,693
Current portion BVEAER 75 1,608 1,530
Non-current portion JEBNEAER 5> 554 2,163
2023 2022
—E-= —E-
HK$’000 HK$'000
FET FEIT
Analysed into: PaR)ilE

Within one year —F R 1,608 1,530
In the second year E_F 554 1,609

In the third to fifth years, inclusive EZEERF
(BHEEREMF) - 554
Total present value of lease liabilities HEAEMERE 2,162 3,693
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

27. INTEREST-BEARING BANK BORROWINGS

27. FHRRITHEE

2023 2022
“ECCE it
Effective Effective
interest rate (%) Maturity HKS'000  interestrate (%) Maturity HKs'000
E{HES HEA FEr BB = 55 FET
Current 0B
Bank loans - secured R8T -HER 0.19%+2.2%* 140ct 2024 1,502,706 - - -
Three-month =@AETE “EomE
EURBOR+2.2% ) BRLR M8 TATRE
Non-current FEH
Bank loans - secured R8T -HER - - - 0.19%+2.2%* 14.0ct 2024 1450071
Three-month HARTE
EURIBOR+2.2% ) BIRERME()
Total &3t 1,502,706 1450071
* Includes the effects of a related interest rate swap as disclosed in * BRI B HRER M 25T 5E 2 fHE
note 25 to the financial statements. FERBHE Y 2 -
2023 2022
—E-= —E -
HKS$’000 HKS'000
FET FET
Analysed into: DT
Bank loans repayable: IRITEFUE AR -
Within one year —&FR 1,502,706 -
In the second year E_F - 1,450,071
Total st 1,502,706 1,450,071
0 On 14 October 2019, the Group renewed loans of EUR175,000,000 (i) RZE—NLF+A+TA &

from Societe Generale Corporate & Investment Banking, which
bear interest at the three-month EURIBOR plus 2.2%, and
will be repaid on 14 October 2024. The loans were pledged
by the Group’s hotel property situated in France, which had
an aggregate carrying value of HK$2,376,528,000 as at 31
December 2023 (2022: HK$2,341,192,000). Deposits amounting
to HK$33,122,000 (2022: HK$19,802,000) were pledged to secure
the repayment of interest arising from interest-bearing bank
borrowings.
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NOTES TO THE FINANCIAL STATEMENTS

OTHER LONG TERM PAYABLES

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

Hit REEMNRIE

2023 2022
—g=-= —E-—
HK$’000 HKS$000
FET FEr
Defined benefit plans AEBAETE 2,224 1,699

Under defined-benefit plans, the Group has an obligation to
provide benefits to employees of the Paris Marriott Hotel in France
either on their retirement or when they leave the Paris Marriott
Hotel. The Group’s defined benefit plans are unfunded and are
covered by provisions recorded in the financial statements. The
Group's obligations under defined benefit plans are measured
using the projected unit credit method. This method involves the
use of long-term actuarial assumptions concerning demographic
variables (such as employee turnover and mortality) and financial
variables (such as future increases in salaries and discount rates).
These variables are reviewed each year. The discount rate is
determined by reference to the market yields at the reporting date
of high quality corporate bonds.

The principal actuarial assumptions used for the major defined
benefit plan of the Group as at the end of each reporting period
are as follows:

BIEATE®EF B - & 8 R Paris
Marriott Hote iR NSk BERE RS - NEEH
2 7% /% B Paris Marriott Hotel B9 /& &
RIEEF - NREEMRTENTEE
KEFELMUYE  BRZHRENBR
ERBERE - ASBERATEE
HETMETHRBBENEMNERE
AR AESREREBEADSG
FE(WMEEBRHMILT X)) R E
z(ﬁﬂﬂiﬂiiﬁi\&ﬁﬁfﬁff"ﬂﬂ)mﬁﬁﬁ
BERR ZEEE2TFHIHETE
’W"HEEE?T%%@% HKAHEEE
RAEHFNTHEREEET -

BA%%i FARGEER  AEBTER
ERMNEEMANEI2RERRNT ¢

2023 2022

—E-=F —E-—F

% %

Discount rate BEIR & 3.22 3.84
Expected rate of salary increase TEHRE g hntL % 1.40 252
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NOTES TO THE FINANCIAL STATEMENTS

B RS R AR B RE

For the year ended 31 December 2023
BEZ_=Ft_A=t—RHILFE

28. OTHERLONG TERM PAYABLES (continued) 28. HMWRHIESRIE®E)

A quantitative sensitivity analysis for significant assumptions as at
the end of the reporting period is shown below:

2023
—Eg2-=

RERPEHEER - AEANREKME
E(CHRENIIRAT -

Sensitivity of fair value to the input

DNPEESWARE CHRBE

Discount rate

LIRS
Expected rate of salary increase

EERT & 0K

2022
—E-=

5% increase/decrease would result in decrease/increase in defined benefit
obligations by HK$38,000

EATES %S SR A ERMEE T B _EF38,0007 T

5% increase/decrease would result in increase/decrease in defined benefit
obligations by HK$17,000

EA S TESw g ERAERMEE LA TB17,0008 7T

Sensitivity of fair value to the input

DN EESRAHE CHRBE

Discount rate

LIBLRS
Expected rate of salary increase

EERT & 0 X

The sensitivity analysis above has been determined based on
a method that extrapolates the impact on defined benefit

5% increase/decrease would result in decrease/increase in defined benefit
obligations by HK$39,000

EATES% g E R A ERMEE T B _EF39,0007 T

5% increase/decrease would result in increase/decrease in defined benefit
obligations by HK$26,000

AT B % g ERAERMEELF T B26,0007 7T

RSB E AT YRR R R E
FREFRTERZLAAREDM

obligations as a result of reasonable changes in key assumptions SRR EETHENAREBETE - &

occurring at the end of each year. The sensitivity analysis is
based on a change in a significant assumption, keeping all
other assumptions constant. The sensitivity analysis may not
be representative of an actual change in the defined benefit
obligations as it is unlikely that changes in assumptions would

occur in isolation of one another.

The total expenses recognised in the consolidated statement of

BESTERE —BABROBY -
RES A BB R TR - R
ST RN R AT E B
B RaRZEZRRNERAETE
AT

RZT SN EEBER T RN A

profit or loss in respect of the plan are as follows: SR NN

2023 2022

—E-= -
HKs’000 HKS'000
FHET FET
Current service cost BN EARR 75 A A 225 153
Interest expense FERE 66 15
Total 5T 291 168
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28.

NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

OTHER LONG TERM PAYABLES (continued) 28. HttRHAEBNRE®)
The movements in the present value of the defined benefit RERBMNEFOREESEYWOT :

obligations are set out below:

2023 2022
—E-= —E -

HK$’000 HKS$000

FET FHEIL

At 1January n—HA—H 1,699 1,635
Current service cost BVEA AR 75 X AR 225 153
Interest expense FEFS 66 15

(Loss)/gain an actuarial changes in HEmigcaWABEESEL

other comprehensive income 2 (E8),/ W 174 (17)
Exchange realignment P& 5 % 60 (87)
At 31 December R+-—A=+—H 2,224 1,699
The defined benefit plan is unfunded, and there are no expected AERANFEBREEFESRER

contributions in the next 12 months.

R+ {8 A AL IR -

The average duration of the defined benefit obligations as at 31 RZEBE-_=F+-_A=+—H "  AER
December 2023 was 10 to 30 years (31 December 2022: 10 to 30 MEARFHER S B A10F30F (=
years). T —F+-A=+—H :10%30%F) °
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ_=Ft_A=t—RHILFE

29. DEFERRED TAX 29. EEHE
The movements in deferred tax liabilities and assets during the EEBRBEAEBELREERNERNZEHT
year are as follows: Nt
Deferred tax liabilities ELEHIESE
Fair value
adjustments
from
acquisition
of subsidiaries
upon
purchase
price Cash flow
allocation hedges Others Total
REBE
BRoEE
MR
DEFEERZ HeRe
DNFEFE gy Hith et
HK$’000 HK$’000 HK$'000 HK$'000
FET FET FET FEx
As at 1 January 2023 R-ZE-=F—F—
H 139,439 19,216 415 159,070
Deferred tax credited to the statement of FRAFFABRERZ
profit or loss during the year (note 1) JEFEFZIE (HsE11) (1,394) - (415) (1,809)
Deferred tax credited to other FRFTAEMER
comprehensive income during the year WA 2 RIEFR A - (10,152) - (10,152)
Exchange differences on translation BEEEZIERZRE 4,457 444 - 4,901
Gross deferred tax liabilities WZZT-=%+=-A
at 31 December 2023 =t+—HZEL
BB GEER 142,502 9,508 - 152,010
Deferred tax assets EEBIREEE
Losses
available for
offsetting
against future
taxable profits Others Total
AR
RIRERB
w2 BB Hith Mt
HKs’000 HK$'000 HK$'000
FET FET FET
As at 1 January 2023 WZE-_=F—H—H 50,332 425 50,757
Deferred tax (charged)/credited to FRNBRE),FTAE
the statement of profit or loss during mRBEERIR
the year (note 11) (KtzE11) (4,158) 1,595 (2,563)
Deferred tax credited to other FAFAEMEERA
comprehensive income during the year ZIEERIA - 43 43
Exchange differences on translation BEEEZERERE 1,546 36 1,582
Gross deferred tax assets R-B—=&+-A#
at 31 December 2023 =t+—BAZEL
MIREERRE 47,720 2,099 49,819
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

29. DEFERRED TAX (continued) 29. EEBIEE)
Deferred tax assets (continued) FEEBIEEE (&)
For presentation purposes, certain deferred tax assets and TEHRNE ATELHEEENE
liabilities have been offset in the consolidated statement of BEERGE MBI R P -

financial position.

HK$’000
FHETT
Net deferred tax assets recognised RZEBEZ=F+-A=+—H%&
in the consolidated statement of AR MR PR 2
financial position at 31 December 2023 RIEIEE B #{E 40,311
Net deferred tax liabilities recognised R-E-_=ZF+-A=+—H%
in the consolidated statement of AR MR PR Z
financial position at 31 December 2023 EEHIE B EFE 142,502
Deferred tax liabilities EEBRIEEE
Fair value
adjustments
from
acquisition
of subsidiaries
upon
purchase
price Cash flow
allocation hedges Others Total
REE
B EE
Lz B P S
RAIFMEEXZ RenE
DNTERE #d Hit et
HKS'000 HKS'000 HKS'000 HKS$'000
FET TET FET FHET
As at 1 January 2022 R-T-——F—Hf—
H 148,868 97 3,049 152,014
Deferred tax credited to the statement of SR ABRRZ
profit or loss during the year (note 1) IRIEFZIE (H7F11) (1,361) - (2,449) (3,810)
Deferred tax charged to other FREEMEHE
comprehensive income during the year W AFIBR 2
EIERIE = 18,963 - 18,963
Exchange differences on translation BEELVIER =5 (8,068) 156 (185) (8,097)
Gross deferred tax liabilities NZE-_—F+-H
at 31 December 2022 =t+—HBZEL
MIBRERHE 139,439 19216 415 159,070
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

29. DEFERRED TAX (continued) 29. EEBIEE)
Deferred tax assets BEBIEEE
Losses
available for
offsetting
against future
taxable profits Others Total
AR
RIRRERTR
w2 BB HAt et
HK$'000 HKS000 HKS'000
T#T T&7T T
As at 1 January 2022 RZZE-_—F—H—H 45,602 409 46,011
Deferred tax credited to the statement of FRFFABTERZ
profit or loss during the year (note 11) R IB(AELTT) 7137 42 7179
Deferred tax charged to other FHNEAEMEEBA
comprehensive income during the year M 2B IA - (4) (4)
Exchange differences on translation BEEEZENER (2,407) 22) (2,429)
Gross deferred tax assets RZZEZ_F+_H
at 31 December 2022 =+t—HZEL
MIREERR 50,332 425 50,757
For presentation purposes, certain deferred tax assets and MEBWHMS B TELERELZENLSE
liabilities have been offset in the consolidated statement of BEEREGES B RRERPIE -

financial position.

HKS'000
FE&r
Net deferred tax assets recognised RIZBZZF+-A=+—H%
in the consolidated statement of REMBIRRBMEPERZ
financial position at 31 December 2022 ELEFIREEFE 31,126
Net deferred tax liabilities recognised RZE_—_F+_A=+—H&
in the consolidated statement of ?J?éﬁﬁﬂ‘%ﬁj(/ﬂiﬁlﬁ%q:‘ Rz
financial position at 31 December 2022 EERIE B EF5E 139,439

1 66 Kai Yuan Holdings Limited | Annual Report 2023



29.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023

HE-_Z-=Ft+-A=1+—A1LFE
DEFERRED TAX (continued) 29. EEBIEE)
Deferred tax assets (continued) FEIEBRIBEEE(E)
Deferred tax assets have not been recognised in respect of the WA AR B ERELERIREE ¢
following items:
2023 2022
—E-=F B F
HK$’000 HKS$000
FET FET
Tax losses arising in Hong Kong © REBEEZRIEARE 0 279,540 265,713
Deductible temporary differences REBZ MRS E
in Hong Kong 11,337 -
Tax losses arising in Mainland China @ A REEE 2 BIREE © 1,668 -
Deductible temporary differences AR B B 2 AT A0 R PRy 2= 5
in Mainland China 113,593 108,581
Tax losses arising in Luxembourg (™ RERBELS ZFEEIE O 757 757
Total A=t 406,895 375,051
(i) The Group has tax losses arising in Hong Kong of HK$279,540,000 (i) AEERBEBELEZHEBR 75’.’;
(2022: HK$265,713,000) that are available indefinitely for offsetting 279,540,000 8 Lt (= F = =
against future taxable profits of the companies in which the losses 265,713,000 7T) TEFEEFHWHT’E

(i)

(iii)

arose.

The Group has tax losses arising in Mainland China of
HK$1,668,000 (2022: nil) that will expire in five years for offsetting
against future taxable profits of the companies in which the losses
arose.

The Group has tax losses arising in Luxembourg of HK$757,000
(2022: HK$757,000) that are available indefinitely for offsetting
against future taxable profits of the entities in which the losses
arose.

Deferred tax assets have not been recognised in respect of the

above tax losses and deductible temporary differences arising in

certain subsidiaries as they have been loss-making for some time
and it is not considered probable that future taxable profits will be
available against which the tax losses can be utilised.

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.

(iii)

B RZ 272 B % RR B
R -

AEBMNPRAEELS REBE
16680008 T (Z T - —4F : &)
RAEFEIE - AT ELSE
Z ARz BEERBRR

AEEBREREEEZHEERES
757,000 7c (ZE Z =4 : 757,000
Bor) - AJERTHAEREEES
B EBZHERERFER -

W E TH B A T LS B
S IE R T B 6 R B R
BEE BERAREMEATCHE
BB —EREERT  EREWBANEE
AT BB E R RBR TS HEH
BIERIEEER -

AR A [A) B PR RR 2 BB AN B A AT
AIASHER -
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

30. ISSUED CAPITAL 30. EBBITRA
Number of shares Issued capital
RHBE ERITRA
2023 2022 2023 2022
—E-=& —EC-CF —E-=F —E-CF
‘000 ‘000 HK$’000 HKS'000
i T FE7 FAT
Ordinary shares of HK$0.10 each BRER0I0B T ERR
Authorised: ETE
At beginning and end of year RE R FHR 20,000,000 20,000,000 2,000,000 2,000,000
Issued and fully paid: BETRAR
At beginning and end of year RENREFL 12,778,880 12,778,880 1,277,888 1,277,888
31. SHARE OPTION SCHEME 31. Bk#Estd
The Company adopted a new share option scheme (the “2022 RZZFEZZFAZAH - ARBEIRER

Option Scheme”) on 2 June 2022, which is for the purpose of
providing incentives or rewards to eligible participants for their
contributions to the Group and/or to enable the Group to recruit
and retain high calibre employees and attract human resources
that are valuable to the Group. The 2022 Option Scheme became
effective for a period of 10 years commencing on 2 June 2022.

Pursuant to the 2022 Option Scheme and Chapter 17 of the Listing
Rules, the total number of shares in respect of which options
may be granted under the 2022 Option Scheme and any other
share option schemes of the Company shall not exceed 10%
of the total number of shares in issue on its adoption date (the
“Scheme Mandate Limit") unless the Company seeks the approval
of the Shareholders in general meeting for refreshing the Scheme
Mandate Limit. The subscription price for shares in respect of any
options granted under the 2022 Option Scheme will be a price
determined by the board of the directors of the Company, in its
absolute discretion, but in any case will not be lower than the
higher of (i) the closing price of the shares as stated in the Stock
Exchange’s daily quotation sheet on the date of offer, which must
be a trading day; (ii) the average closing price of the shares as
stated in the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of grant; and (iii) the
nominal value of a share on the date of grant. Upon acceptance of
the option, the grantee shall pay HK$1.00 to the Company by way
of consideration for the grant.
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31.

32.

NOTES TO THE FINANCIAL STATEMENTS

SHARE OPTION SCHEME (continued)

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

Pursuant to Chapter 17 of the Listing Rules, the vesting period
for options shall not be less than 12 months. An option may
be exercised in accordance with the terms of the 2022 Option
Scheme at any time during a period as the board of directors
of the Company (“the Board”) may in its absolute discretion
determine which shall not be more than ten years from the
date of grant of the option and subject to the provisions of early
termination thereof. The Board may provide restrictions on the
exercise of an option.

From the effective date of the 2022 Share Option Scheme to the
date of approval of these financial statements, there were no
share options granted, exercised, cancelled or forfeited/lapsed
under the 2022 Option Scheme, nor any outstanding share
options. At the date of approval of the financial information, the
total ordinary shares available for issue under the 2022 Share
Option scheme was 1,277,887,980 shares (31 December 2022:
1,277,887,980 shares), which represented 10% (31 December
2022: 10%) of the Company’s shares in issue.

RESERVES

The amounts of the Group's reserves and the movements therein
for the current and prior year are presented in the consolidated
statement of changes in equity on page 89 of the financial
statements.

31.

32.

BA RS SRR B RE

For the year ended 31 December 2023
BEZ-=Ft_A=t—HILFE

BT E E)
MEHERZMNAERZEALRH
BRESH ZEM2EAMBART
EEERTEHGERZEALZER
B(ERDITERERITEZBERE)
BITEERMBETREETZARAR
MARBGRBARN AR ERHEEITRN
%*ﬁ#@ ERLBRE-SECER
RABERANERARE EiE - BERE
tERZREBRECABERSEA
ITREBBATHRERE TR
BSREER2EALREGEBEE -

BRIELEHRAUNEI7E - BRERBH
BRI RI2EAR - BERERE AR
R —F = — FRBERE S 2 &K
RARAEEG([EFg )Ry
BIERE 2 HE AT AR R TEER
TR ERER L R BER
TREIB T F R ZEREAREGR
R-EEZSAUURERBITERERE
ZIRH o

B FERENIEREHSRE
ZEPHRRAEMNAEERD  BMERE
TECFRERERTERL - 176
FESHEOR UL R R BE B - TR EMT
Al (R AR AT A B iR » PO BT T & RHE
HERH BE-_ZT - FERES
AT T RAR B 8051,277,887,980
(=== F+=-_A=+—8":
1,277,887,9800% ) * (AR Q& E#EITR
BIow(ZE-_—_F+=-_A=+—8:
10%) °

(N

AEERAFRERBEFE 2HES

ﬁ&ﬁ@@ﬁﬁ#%%ﬁ%%%ﬁz
BREDEPHRIT -
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NOTES TO THE FINANCIAL STATEMENTS

B ISR B RE

For the year ended 31 December 2023

HE—

—=EtCASt-RILER

33. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(a)

(b)

Major non-cash transactions

During the year ended 31 December 2023, the Group
had non-cash additions to right-of-use assets and lease
liabilities of HK$88,000 and HK$88,000 (2022: HK$4,602,000
and HK$4,602,000), respectively, in respect of lease
arrangements for buildings, motor vehicles and office
equipment.

Changes in liabilities arising from financing
activities

The following are changes in liabilities arising from
financing activities, except for the changes in lease
liabilities which have been disclosed in note 26 to financial
statements:

33.

nv

(a)

(b)

IE@I)ILE%%M‘]%I

FEHBELRS
HE-_ZT-_=F+=-_RA=+—
HIEFE  AXEBEBEFRAES
ERHEBEZIIRSEED
7l 7% 88,000 % 7T K 88,000 % JT
(T = 4 4,602,000 7T &
4,602,000/ 7C) + JHEETF - )5
BERMAERENHEZHS
Ego

BEZHFEL QRS
T AR EEB L 2 B

BH - HHEABEEHHKRI
HR B R M 261855 ¢

Interest-bearing

bank borrowings

FTRBITEE

HK$’000

FET

At 1 January 2023 RZZEZ=%—H—H 1,450,071
Effective interest rate amortisation BRI R 5 43,568
Interest paid BFE (36,065)
Exchange differences on translation BMEEEIERZRE 45,132
At 31 December 2023 R-ZE_=F+—"A=+—H 1,502,706

Interest-bearing

bank borrowings

FTRRITEE

HKS$000

FHEIT

At 1 January 2022 R-—E-_—_F—H—H 1,516,793
Effective interest rate amortisation BRI R4 5 46,133
Interest paid BHE (39,476)
Exchange differences on translation MEEALVIENZ5 (73,379)
At 31 December 2022 RZZFZZF+=-A=+—H 1,450,071
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33.

34.

35.

36.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

NOTES TO THE CONSOLIDATED STATEMENT OF 33. FREREREXRMFT )
CASH FLOWS (continued)
(c) Total cash outflow for leases (c) HEZHES R LA
The total cash outflow for leases included in the statement RWeERERMHEBEAEZHEER
of cash flows is as follows: HBREINT
2023 2022
—E-= —F-=
HK$’000 HKS$'000
FET FE&T
Within operating activities LR 21 28
Within financing activities BB EE) 1,769 1,529
Total HEt 1,790 1,557
PENSION SCHEME AND OTHER RETIREMENT 34. RATFERHEMEKEF
BENEFITS
The Group operates a defined contribution Mandatory Provident AEBEIRERSEQRESFEEN A
Fund retirement benefit scheme (the “MPF Scheme”) under HFBEAEAGEKEBR L —ATEHE
the Mandatory Provident Fund Schemes Ordinance for all of its R b M AERRKEFEFEI (58
qualifying employees in Hong Kong. Contributions are made BesrEl]) c RERBESFTE 2R
based on a percentage of the employees’ basic salaries and are Al - R IRBEEEAF e XER
charged to the statement of profit or loss as they become payable DHEL  WRENEEERRPZ
in accordance with the rules of the MPF Scheme. The assets of e mEeFEvEER BB IE
the MPF Scheme are held separately from those of the Group BESKER HAKBEZEEIHAE
in an independently administered fund. The Group’s employer B AEBERBESFEEHEEZMH
contributions vest fully with the employees when contributed - BARSEIZEEETES -
into the MPF Scheme.
The total MPF costs charged to the consolidated statement of REEBEERIHIEBESERTR
profit or loss are approximately HK$177,000 (2022: HK$177,000). #9177,0008 70 (ZF = =4 : 177,000
TT) e
There is no provision under the MPF Scheme which whereby SR8 F S0 A BER WA RKAT A A
forfeited contributions may be used to reduce future HURARRPETRZ AT o
contributions.
CONTINGENT LIABILITIES 35. HARAR
As at 31 December 2023, the Group had no contingent liabilities MR-ZE_=F+-A=+—H &%
(2022: nil). By EaEfABE(ZTE_Z
) o
PLEDGE OF ASSETS 36. EEHER
Details of the Group's assets pledged for the Group’s bank loans AEEGREBITERMER 2 EEFF

are included in note 14 and note 22 to the financial statements.

(CE9IN by Ea 8 WEM&WE‘D °

MEERERAT | 203 &5E®% 171



NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

37. LEASES 37.

The Group as a lessee

The Group has lease contracts for various items of buildings,
motor vehicles and office equipment used in its operations.
Leases of buildings and motor vehicles generally have lease terms
between 2 and 3 years, while office equipment generally has lease
terms between 3 and 4 years. Generally, the Group is restricted
from assigning and subleasing the leased assets outside the
Group.

(a) Right-of-use assets and lease liabilities
Detailed information regarding right-of-use assets and
lease liabilities has been set out in notes 15 and 26,
respectively, to the financial statements.

(b) The amounts recognised in profit or loss in relation to

HE

REBEREBA
AEBEB S MEBEEMERNE
FOAEMBMAERBESTZERBH
HEAKN BFRAEZHEZHY
—RR2FEIF MPLERBZHE
HI—RA3FE4F - EX L AEE
TRAREEAIIATEE RS EHE

@) EHRESERHERGE
FHREEELTEERBEZFHIE
DRIE R BEHRERME 15 R
5F26 °

(b) HERZmXFPHERAZIHEEEE

leases are as follows: BB -
2023 2022
—EZ= —F-=

HK$’000 HKS$000
FET FEIT
Interest on lease liabilities HERGERNE 150 145
Depreciation charge of right-of-use assets {FFIfE&EEITER 1,599 1614

Expense relating to short-term leases BREHHEE 2FAZ(GTA
(included in administrative expenses) TR X) 21 28
Total amount recognised in profit or loss  EIEm KR PR Z L4 5 1,770 1,787

(c)  Thetotal cash outflow for leases and non-cash additions to () MEZRERBBEURER

right-of-use assets and lease liabilities are disclosed in note
33(c) to the financial statements.

The Group as a lessor

The Group leases one of its buildings in Mainland China under
operating lease arrangement, with a lease term of within one
year. Rental income recognised by the Group during the year was
HKS$1,380,000 (2022: HKS1,649,000), details of which are included
in note 5 to the financial statements.

1 72 Kai Yuan Holdings Limited | Annual Report 2023

REENHEERBZIFASE
ENTBRAMEIOBKE -

AEBEAEEA
AEBMBELEHELHEHEEMR
PR AEMNER—EEF  BHELR
—F-FRN AKEECBERZES
WA 41,380,008 L (ZF = =
1,649,000/ 7C) + B EAFBEH R I E R
KHIEES ©



NOTES TO THE FINANCIAL STATEMENTS

37. LEASES (continued) 37.
The Group as a lessor (continued)
At 31 December 2023 and 2022, undiscounted lease payments
receivable by the Group in future periods under non-cancellable
operating leases with its tenant are as follows:

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

HE®

AEBEREBAE)
RZEZ=FR-ZF__F+=A=
+—R REASEHEBFFIZY
TAHEEERE  AREER KRR
A ARBIREWAERIBIT ¢

2023 2022

—EZ= —ZF==
HK$’000 HKS'000
FET T
Within one year —FR 1,840 899
After one year but within two years —FREMERN 2,125 -
After two years but within three years MFRE=FR 2,125 -
Total #ET 6,090 899

38. COMMITMENTS 38, EIE

The Group had the following capital commitments at the end of
the reporting periods:

AEERERPBEEEBAE TIER
FRIE

2023 2022
—E=-= S
HK$’000 HKS'000
FET FEIT
Contracted, but not provided for: EHENEE ST
Hotel properties B JE 2 2,907 7,252
39. RELATED PARTY TRANSACTIONS 39. BEEALRE

(a) Related party transactions
In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
transactions with related parties during the period:

(a) BBALRS
GRS R e B
ZRZH - AEER AR
AL IR S :

2023 2022
—E-=F —E-_F
HK$’000 HKS'000
FET FEIT
An associate: NS
Interest income M BUA - 7,222
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NOTES TO THE FINANCIAL STATEMENTS

B RS R AR B RE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

39.

RELATED PARTY TRANSACTIONS (continued)

(b)

Outstanding balances with related parties:

39. BEBALTRZE)

(b)

BN LT 2 REBEER

2023 2022

—E_=F =S
HKS’000 HKS'000
FET FET
Loan to an associate REFEHE AR ZER 216,946 223,330
Provision for impairment B B (106,018) (100,783)
110,928 122,547

The loan to an associate was secured by collateral
provided by the associate, bearing interest rate of 6%
per annum. The Group regularly monitors the business
performance of the associate. As at 31 December 2023, the
loan was past due for more than 90 days and, therefore,
classified as Stage 3 (31 December 2022: Stage 3). An
impairment loss of HK$8,163,000 (2022: HK$3,525,000) was
recognised during the year, taking into consideration of
the recoverability of collateral held.

During the year, the People’s Court of Leling City,
Shandong, the PRC (LI 5& Z45% T A RJ%PR) (the “Court”)
dismissed the Group's application for enforcement of
the collateral as arbitration was the designated dispute
resolution according to the loan agreement. The associate
submitted an application to the Court for liquidation
restructuring in December 2023 and the Court approved
the commencement of pre-reorgnisation liquidation
procedures in March 2024. The Group had sought
legal advice and believed that the potential liquidation
would not have material adverse effect on its priority to
enforcement of the collateral.
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39.

40.

NOTES TO THE FINANCIAL STATEMENTS

RELATED PARTY TRANSACTIONS (continued)

(c) Compensation of key management personnel of the
Group
Key management personnel of the Group include
two (2022: two) executive directors, the respective
remuneration of which has been disclosed in note 9 to
financial statements.

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

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

39. BEBALTRB(E)
() FXEFZEEEASZEHEM

AEBZEEERAEBREMN
FB(ZEZZF - WMB)WTE
BE(HFESAZHTHERT B3R
KM FEoWE) -

MEHEBET ZHRLE
% ERABERSBERHY
EALEBAMEABERN
ah o

40. RERIEPzEMITE
RERAESEEH - SHEAEMITA

instruments as at the end of the reporting period are as follows: ZEEEMEMT :
2023 —Egq-=
Financial assets EREE
Derivatives
designated
as hedge
instruments Financial
in hedge assets at
relationships  amortised cost Total
EEAHHMIA BEBHERK
ZITAETIR SEZEREE @t
HK$'000 HK$’000 HK$’000
FET FET FET
Loan to an associate REFHEARZER - 110,928 110,928
Financial assets included in prepayments, SATEMEIE  EtERRER
other receivables and other assets HBEEZoREE - 81,809 81,809
Trade receivables MR - 12,553 12,553
Pledged deposits BEAER - 33,122 33,122
Derivative financial instruments fTHEERMIA 38,033 - 38,033
Cash and cash equivalents BeRBESEY - 884,192 884,192
Total st 38,033 1,122,604 1,160,637
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

40. FINANCIAL INSTRUMENTS BY CATEGORY 40. REHESZEMIAE)
(continued)
Financial liabilities =K
Financial
liabilities at
amortised cost
REBHERATTE
ZEe@mas
HK$’000
FET
Trade payables FETRRFR 2,625
Financial liabilities included in other payables and STAHMENFIBREFERA
accruals TRIBE 13,039
Lease liabilities HEaE 2,162
Interest-bearing bank borrowings FTRSRITEE 1,502,706
Total HRET 1,520,532
2022 =
Financial assets TREE
Derivatives
designated Financial
as hedge assets
instruments at fair value Financial
in hedge through assets at
relationships profit or loss amortised cost Total
TEE RS
EEAEWIA BRAFERA TRE AR
JITHETHE BacepiE HEZEREE @5t
HKS'000 HKS'000 HKS'000 HKS'000
FAET FAET FAET FHET
Loan to an associate RETFHEDRZER = = 122,547 122,547
Financial assets included in FATEAFUR -
prepayments, other receivables and At FEURFUIE
other assets HitEEZ o REE - = 2,562 2,562
Financial assets at fair value BATEFABEZ
through profit or loss SREE = 97,109 = 97,109
Trade receivables FEUER IR = = 12,11 12,111
Time deposits EHTER = = 124,580 124,580
Pledged deposits BERER - - 19,802 19,802
Derivative financial instruments fTESRMTA 80,382 = = 80,382
Cash and cash equivalents BekBReSED - - 700,237 700,237
Total @t 80,382 97,109 981,839 1,159,330
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

40. FINANCIAL INSTRUMENTS BY CATEGORY 40. ZRERESZERMIAE)
(continued)
Financial liabilities EHasE
Financial
liabilities at
amortised cost
R AT &
ZEHaE
HKS'000
FHEIT
Trade payables FERTRR R 7157
Financial liabilities included in other payables and SPAREMENRIERETERZ
accruals ca Y=L 10,369
Lease liabilities HEaRE 3,693
Interest-bearing bank borrowings TERITEER 1,450,071
Total “RET 1,471,290
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

41. FAIRVALUE AND FAIR VALUE HIERARCHY OF 41.
FINANCIAL INSTRUMENTS
The carrying amounts and fair values of the Group's financial
instruments, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

EMIAZAVFERAFERE
R
TRIFAEEZ ST AZREE
RATEEREERRFESBRE
EIBRIL) -

Carrying amounts Fair values
HREE AFE
2023 2022 2023 2022
—g=-= - —B-=F “E-F
HK$’000 HKS'000 HK$’000 HKS'000
FET FHET FET FET
Financial assets SREE
Financial assets at fair BATHER A BRE
value through profit or loss TREE - 97,109 = 97,109
Derivative financial instruments TEemIA 38,033 80,382 38,033 80,382
Total Ry 38,033 177,491 38,033 177,491

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

Management has assessed that the fair values of the non-
current portion of interest-bearing bank borrowings of the Group
approximate to their fair values due to their floating interest rates.

Management has assessed that the fair values of the non-current
portion of lease liabilities and financial liabilities included in other
long-term payables of the Group approximate to their carrying
amounts due to their carrying amounts are present value and
internal rates of return are close to rates currently available
for instruments with similar terms, credit risk and remaining
maturities.
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41.

NOTES TO THE FINANCIAL STATEMENTS

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

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

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

The fair values of the non-current portion of lease liabilities and
other long-term payables have been calculated by discounting
the expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities. The changes in fair value as a result of the Group’s own
non-performance risk for lease liabilities as at 31 December 2023
and 31 December 2022 were assessed to be insignificant.

The fair value of financial assets at fair value through profit or
loss has been determined by reference to the valuation carried
out by an external independent valuer by using binomial model.
The model involves estimates on time to expiration, risk free rate,
share price, expected volatility, discount rates and others. The
significant unobservable input used in the fair value measurement
is the expected volatility. The fair value measurement is positively
correlated to the expected volatility. Any changes in the major
inputs used in the model will result in changes in the fair value of
financial assets at fair value through profit or loss. The variables
and assumptions used in calculating the fair value are based on
the directors’ best estimate.
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

41. FAIRVALUE AND FAIR VALUE HIERARCHY OF 41. ERMIBRZAFERATVERE
FINANCIAL INSTRUMENTS (continued) D
The Group enters into derivative financial instruments AREFHEER MBI LOT
with creditworthy financial institutions. Derivative financial SeRMTHE -THEEMTA(EZEAF
instruments, mainly interest rate swaps, are measured using RIS IS4 IREMUEBRER 2 GER
valuation techniques similar to swap models, using present value fli - FAREFEEAE - BEER
calculations. The models incorporate various market observable HEABUEBETSEREG AZE - B
input including the credit quality of counterparties and interest WFEHFZEEEEZRMEHEG o F|X
rate curves. The carrying amounts of interest rate swaps are the HHAAZEEEREAFERER -

same as their fair values.

Fair value hierarchy ANEEER
The following tables illustrate the fair value measurement TRINEAEEE@M T EZ AFER
hierarchy of the Group’s financial instruments: EER
Financial assets measured at fair value BATFEAEZ DHEE
As at 31 December 2023 Fair value measurement using
R-B-=%+-A=1+—-H EANTERETAVETE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

ERTS EXTERE EBEATUEER
ZRE BABE BABE

(B—4%) (B=#%) (B=#4) @t

HK$’000 HK$’000 HKS$’000 HKS$’000

FET FET FET FET

Derivative financial instruments T4 &8 T E - 38,033 - 38,033
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NOTES TO THE FINANCIAL STATEMENTS
DEy T e

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

FAIR VALUE AND FAIR VALUE HIERARCHY OF 41. TRIAZAFERAFERE
FINANCIAL INSTRUMENTS (continued) (&)
Fair value hierarchy (continued) NEEBHR(E)
Financial assets measured at fair value (continued) R TFEFTECEHEE(B)
As at 31 December 2022 Fair value measurement using
RZBE-—%+=-A=+—H FERANTEEETAFENE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

EEMS BAAEE EBATAER
Z (B BARER BAZUR

(&) (F=H) (B=#&) st
HK$'000 HKS'000 HKS'000 HKS'000
TFET TFET FET FHET
Derivative financial instruments ~ $744& 8T A - 80,382 - 80,382
Financial assets at fair value BATHERS AR
through profit or loss JEemEE - - 97,109 97,109
Below is a summary of significant unobservable inputs to the TEXBRN —_E_—_F+_A=1+—
valuation together with a quantitative sensitivity analysis as at 31 HEEMEAZERTATBRREAH
December 2022: BERTESEHRESIT :
Significant
unobservable Sensitivity of fair value
31 December 2022 Valuation technique input Range to the input
EXTAEE ATESH
ZEZZF+tZA=1-H fh{E R BAZE &E WA BRE
Financial assets at fair value Binomial mode Spot price 0.18 5% increase/decrease would
through profit or loss AR REE® result in increase/decrease in
RATESAABR 2REE fair value by 1%
R/ THR%eH SR ATE
LH/TH1%
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

41. FAIR VALUE AND FAIR VALUE HIERARCHY OF 41. TRIAZAFERAFERE
FINANCIAL INSTRUMENTS (continued) e
Fair value hierarchy (continued) NEEBHR(E)
Financial assets measured at fair value (continued) BN FEAFET TR EEE)
The movements in fair value measurements within Level 3 during FERNE=H AT EFEZ2EBSWOT -

the year are as follows:

Financial assets

at fair value
through
profit or loss
BATE
FFABEZ
SREE
Note HKS'000
Hrat FET
1 January 2022 —E--#%—HA—H 96,714
Gain recognised in the statement of profit or PERRERT T AEMWA K2
loss included in other income and gains Wiz 395
As at 31 December 2022 and 1 January 2023 WZE-Z_F+-A=+—HFK
—E-=%5—-H—H 97,109
Transfer to prepayments, other receivables and SR IENFIE - At EUGRIE R E M 20(a)
other assets BE (97,109)
As at 31 December 2023 RZEBEZ=F+=-A=1+—8 -
During the year, there were no transfers of fair value FXN - pe@MAENS  F—RNE
measurements between Level 1 and Level 2 and no transfers into ZRAFEFE B EEMER -
or out of Level 3 for financial liabilities (2022: Nil). FZANEAMEAREH (==
FfE)o
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42.

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's principal financial instruments, other than derivatives,
comprise interest-bearing bank borrowings and cash and cash
equivalents. The main purpose of these financial instruments is
to raise finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables, loan
receivables, other receivables, trade payables and other payables,
which arise directly from its operations.

The Group also enters into derivative transactions, principally
interest rate swaps. The purpose is to manage the interest rate
arising from the Group's sources of finance.

The main risks arising from the Group'’s financial instruments are
credit risk and liquidity risk. Management reviews and agrees
policies for managing each of these risks, which are summarised
below. The Group’s accounting policies in relation to financial
instruments are set out in note 2.4 to the financial statements.

Credit risk

Credit risk is the risk that a counterparty will not meet its
obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from
its operating activities (primarily loans receivable).

The Group trades only with recognised and creditworthy
third parties and related parties. It is the Group's policy that all
customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are
monitored on an ongoing basis and the Group’s exposure to bad
debts is not significant.

Maximum exposure and year-end staging

The carrying amounts of cash and cash equivalents, time deposit,
pledged deposits, trade receivables, financial assets included
in prepayments, other receivables, other assets and loan to an
associate included in the consolidated statement of financial
position represent the Group’s maximum exposure to credit risk
in relation to its financial assets. The Group has no other financial
assets which carry significant exposure to credit risk.

The ECL stage classification for the loan to an associate is
disclosed in notes 20(a) and 39(b) to the financial statements. In
addition, the rest of the financial assets at amortised cost applying
the general approach were classified as Stage 1 in terms of ECLs as
at 31 December 2023 and 2022.
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NOTES TO THE FINANCIAL STATEMENTS
B R EE

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

42.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Liquidity risk

The Group's treasury department closely monitors the Group's
cash flow positions on a regular basis to ensure that the cash flows
of the Group are positive. The Group aims to maintain flexibility
in funding by keeping committed credit lines available, obtaining
debentures from specific entities and borrowing loans from

banks.

The maturity profile of the Group's financial liabilities as at the end
of the reporting period, based on the contractual undiscounted

payments, is as follows:

42,

MEEEEERERBE®)

REBE SRS
AEBZEBHPIERLTNERA
SEZBSRERN - LERANEE
ZHEREBLER - AEEFBGER
EARYABAZEERERE @
HEBEREREZ RARTEAER
R BORBESERN -

BRAHFAUERIESY  AEES
BEBR2REEEER 2 HBER
m -

2023
—BEZ=HF
Lessthan 3 toless than 1to
3 months 12 months 5 years Total
3fEAZE
AR 1288 R 156855 #et
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Trade payables FEFTERRR 2,625 - - 2,625
Financial liabilities included in &t A E A REfT E0IE 2
other payables and accruals E:tERzeRERE 13,039 - - 13,039
Lease liabilities HEEE 420 1,260 560 2,240
Interest-bearing STERITIEE
bank borrowings 19,501 1,556,437 - 1,575,938
Total st 35,585 1,557,697 560 1,593,842
2022
—E-—F
Less than 3 toless than 1to
3 months 12 months 5 years Total
MAAZE
AR REAR 1 E5F et
HK$'000 HK$'000 HKS'000 HK$'000
FET FET FET FET
Trade payables ETER X 6,984 173 = 7,157
Financial liabilities included in & A Al REA 2B &
other payables and accruals EAERzeRERE 10,369 - - 10,369
Lease liabilities HERE 420 1,260 2,240 3,920
Interest-bearing FFEBRITER
bank borrowings 13,922 41,312 1,484,707 1,539,941
Total aEt 31,695 42,745 1,486,947 1,561,387
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42.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

FINANCIAL RISK MANAGEMENT OBJECTIVES 42, BHEREEEERBEE)
AND POLICIES (continued)
Capital management BERER
The primary objectives of the Group's capital management are to REBEAEE 7 TEHEZARER
safeguard the Group's ability to continue as a going concern and EEBEBERKEZENMBEFERER
to maintain healthy capital ratios in order to support its business e A EBEESNESEARE
and maximise shareholders’ value. BE -
The Group manages its capital structure and makes adjustments AEBERHEERGEE  TEHELHE
to it in light of changes in economic conditions and the risk BRELREREE 2 RREFEEL
characteristics of the underlying assets. To maintain or adjust the FE o BN FARERGERHE K&
capital structure, the Group may adjust the dividend payment B e AR R IR KRB HKE -
to shareholders, return capital to shareholders or issue new IR E [0 & ANl B 1T - ANEE
shares. The Group is not subject to any externally imposed capital P2 ERIINEHEINE B RNIREFTIR
requirements. No changes were made in the objectives, policies He—_Z-_=F+-_A=+—HKZ=
or processes for managing capital during the years ended 31 T —F+_A=+—RHIEFE &
December 2023 and 31 December 2022. REE 2 BIE - BURSIE Tt mEeE) -
The Group monitors capital using a gearing ratio, which is total rEEFREEAELR(BIBEERSE
borrowings divided by total assets. Total borrowings include MIUNEEBAE)ERER - EELTESR
interest-bearing bank borrowings. The gearing ratios as at the end FEETBIRITEE - REFRPMLER
of the reporting periods were as follows: ZEEBBLERNMT ¢
2023 2022
—E-=F g
Note HK$’000 HKS'000
MtaE FET FHEIT
Total borrowings BERE
Interest-bearing bank borrowings SHEIRITEE 27 1,502,706 1,450,071
Total assets BEMRE 3,668,046 3,616,583
Gearing ratio BEAGBHEE 41.0% 40.1%
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NOTES TO THE FINANCIAL STATEMENTS
MBI

For the year ended 31 December 2023
BEZ =+ A=1+—ALFE

43. EVENTS AFTER THE REPORTING PERIOD 43. ERHBEREE
As at the date of approval of the financial statements, in addition RBT RS EBE - BB SREK M
to notes 20(a) and 39(b) to the financial statements, there was no £20@) %39(b)oh » REBEREEEEK
material subsequent event undertaken by the Group. HA78 E1F -
44, STATEMENT OF FINANCIAL POSITION OF THE 44, KD TE Z BB RBERE
COMPANY
Information about the statement of financial position of the REFRBPELEEH AR B 2T BT
Company at the end of the reporting period is as follows: HERZERAT ¢
2023 2022
—E-= —F-—
HK$’000 HKS'000
FET FET
NON-CURRENT ASSETS ERBNVE E
Investments in subsidiaries RB AT ZHE 155,950 155,950
Total non-current assets IEMBEERLE 155,950 155,950
CURRENT ASSETS MBNE E
Due from subsidiaries [ R NGIE L] 1,375,841 1,361,584
Other receivables and prepayments E b e WA M FEAS FOE 232 937
Time deposits 7B - 124,580
Cash and cash equivalents NENRBRESEED 594,839 458,277
Total current assets MBEERE 1,970,912 1,945,378
CURRENT LIABILITIES mBAE
Other payables and accruals E R FRIE R B AT B 2,149 2,215
Total current liabilities mBaEeE 2,149 2,215
NET CURRENT ASSETS MEVEEFE 1,968,763 1,943,163
TOTAL ASSETS LESS CURRENT LIABILITIES BEERTEEE 2,124,713 2,099,113
Net assets BEFE 2,124,713 2,099,113
EQUITY R
Share capital &N 1,277,888 1,277,888
Reserves (note) i (Hat) 846,825 821,225
Total equity AR 2,124,713 2,099,113
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45.

NOTES TO THE FINANCIAL STATEMENTS

BA RS SRR B RE

For the year ended 31 December 2023
BEZ =F+-A=+—HILFE

The financial statements were approved and authorised for issue
by the board of directors on 25 March 2024.

STATEMENT OF FINANCIAL POSITION OF THE 44, EKQFZHBEMRRBER(E)
COMPANY (continued)
Note: Bzt -
A summary of the Company's reserves is as follows: AT ARABIRERE
Share  Share option Translation Accumulated
premium reserve reserve losses Total
B4R ME BRERE B S ES i met
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET FET FET
At 1 January 2022 ANE-—F—H—H 1,027,637 2,158 23,350 (142,126) 911,019
Loss and total comprehensive G A EE &
loss for the year FHEEBH - - - (89,794) (89,794)
Transfer of share option IR R ik i
reserve upon the lapsed of ~ BEEEICHEREE
share options - (2,158) - 2,158 -
At 31 December 2022 and NZZ-—F
1 January 2023 +ZA=+-HK
—T-=%—f—H 1,027,637 - 23,350 (229,762) 821,225
Profit and total comprehensive 4 (A% FI| &
loss for the year SHEBEE - - - 25,600 25,600
At 31 December 2023 RZB-=4F
+ZA=+—H 1,027,637 - 23,350 (204,162) 846,825
APPROVAL OF THE FINANCIAL STATEMENTS 45. HLEBMBERK

BERERCN _E-_WNF=R=-+H
BEESESIEL RN -
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FIVE YEAR FINANCIAL SUMMARY
hEMBEHRE

A summary of the results and of the assets, liabilities of the Group for the UTAEAEEBREREFREEZ2EE - &

last five financial years, as extracted from the published audited financial ENRBEHNE  FHEENIREEEETIEZ

statements and re-presented/reclassified as appropriate, is set out below. REZMEHRE  WIEHEEZE®R =5
DEBER -

Year ended 31 December

BEEt-A=t-HLHEE

2023 2022 2021 2020 2019
—E-=f % T ZT-TF T-NF
HK$’000 HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET FEr FEr
RESULTS ES
REVENUE & 293,620 153,519 93,934 37,770 244,685
PROFIT/(LOSS) BEFORE TAX — BFiATHT/(EE) 861 (48,939) (169,871) (442,150) (27,059)
Income tax (expense)/credit ~ Fr{SH (Fs),#&% (3,258) 7,823 5,508 109,276 (3,556)
LOSS FOR THE YEAR FAEE (2,397) (41,116) (164,363) (332,874) (30,615)
ASSETS, LIABILITIES AND NON-CONTROLLING BEE - BERFERER
INTERESTS
As at 31 December
R+=-—A=+-—H
2023 2022 2021 2020 2019
—E=f —E--f —E--F% ZZ-TF TNF
HKS$’000 HKS'000 HKS'000 HKS'000 HKS'000
FET FET FET F&ET FET
Total assets AR 3,668,046 3,616,583 3,715,223 4,067,167 4,210,121
Total liabilities BafE (1,740,224) (1,685,937) (1,731,488) (1,855,326) (1,787,282)
1,927,822 1,930,646 1,083,735 2,211,841 2,422,839
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