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FINANCIAL HIGHLIGHTS
1 5 hia 2

02

Revenue for the year ended 31 December 2015 amounted to
approximately RMB798.9 million, representing an increase of 19.5%
from approximately RMB668.4 million recorded in 2014.

Gross profit for the year ended 31 December 2015 amounted to
approximately RMB450.9 million, representing an increase of 16.7%
from approximately RMB386.5 million recorded in 2014.

Profit attributable to ordinary equity holders of the parent for the year
ended 31 December 2015 amounted to approximately RMB228.5
million, representing an increase of 8.0% from approximately
RMB211.6 million recorded in 2014.

The Board has recommended the payment of a final dividend of
RMB8.8 cents per ordinary share for 2015.
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FINANCIAL SUMMARY (5 YEARS)

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years, as extracted from the
published audited financial statements and prospectus, is set out below:

2015
—ZE—-RfF
RMB’000
ARBTR

798,861

(347,989)

450,872

11,875
(75,073)
(80,265)

(105)
(32,609)

274,695

(46,167)

228,528

RESULTS E4

REVENUE A

Cost of sales & K AR

GROSS PROFIT EF

Other income and gains Ha g A R

Selling and marketing costs 446 & 48 $4 B0 X

Administrative expenses THAX

Other expenses HiAL

Finance costs B KA

PROFIT BEFORE TAX R i AT R 8

Income tax expense FriSfif X

PROFIT FOR THE YEAR FRAE

Attributable to: THIA T A
Owners of the parent UNGIEZ 2N

228,528

i} 5 ikt & (55F)

LFEHBHRE

EMECT R RERMBRRELBRER
CASERBERBAMBRFRE 2RE EE -

BENFEREEZHEHINT

For the year ended 31 December

BE+-A=1+—-RHLFE

2014 2013 2012 2011
—ET—NFE —ZT—=F —ZT——-F —ZT——4F
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®FTT AR®FTT ARE®ETT
668,426 530,433 337,125 109,492
(281,928) (217,364) (144,226) (63,250)
386,498 313,069 192,899 46,242
5,877 11,519 5,051 10,514
(40,338) (25,679) (24,104) (16,283)
(81,444) (74,094) (22,899) (988)
(1,512) (17) (35) (59)
(22,858) (17,646) (15,463) (11,752)
246,223 207,152 135,449 27,674
(34,620) (32,945) (87,011) (7,460)
211,603 174,207 98,438 20,214
211,603 174,207 98,438 20,214
ERENBEERLA —Z-REFR



FINANCIAL SUMMARY (5 YEARS) (CONTINUED)
Wi #5 it & (55F) (&)

ASSETS, LIABILITIES AND TOTALEQUITY ¥E -8B KEREEE

As at 31 December

R+=—A=+-—8
2015 2014 2013 2012 2011
—E-EF —E—-F T —= —E—F —E——%F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR¥FT ARETTT ARBTT ARBTTT ARETTT

TOTAL ASSETS EE#E 2,298,666 1,936,466 728,669 478,197 294,563
TOTAL LIABILITIES EEHEH 875,335 682,062 432,343 345,087 258,891

TOTAL EQUITY ERBE 1,423,331 1,254,404 296,326 133,110 35,672
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CHAIRMAN’S STATEMENT

It is a great honour for me, on behalf of the board (the “Board”) of directors (the
“Directors”) of Honworld Group Limited (the “Company” or “Lao Heng
He”), to present the annual report of the Company and its subsidiaries
(collectively, the “Group” or “we”) for the financial year ended 31 December
2015.

BUSINESS REVIEW

We are one of the leading manufacturers of cooking wine in the People’s
Republic of China (the “PRC” or “China”). We offer high quality and healthy
cooking wine as well as other condiments, including soy sauce, vinegar and
soybean sauce products.

According to fmcgchina.com (IR5E @4 E /) issued in January 2016, Lao
Heng He's soy sauce is awarded the “most popular products” (8554 &) in
the soy sauce sales in Shanghai market in 2015 by sales value and Lao Heng
He’s cooking wine is awarded the “2015 popular product” (20154 #4@7) in
China in 2015 by sales value.

In 2015, we recorded strong growth in various grades of cooking wine and
vinegar as compared to the previous year. The strong growth is a good
testimony to the effective distribution and pricing strategies implemented by
the Group in 2015.

For the year ended 31 December 2015, the Group’s revenue reached
approximately RMB798.9 million (2014: RMB668.4 million), representing an
increase of approximately 19.5% over the previous year. Profit before tax was
approximately RMB274.7 million for the year ended 31 December 2015 (2014:
RMB246.2 million), representing an increase of approximately 11.6% over
2014. Profit attributable to the ordinary equity holders of the parent was
approximately RMB228.5 million for the year ended 31 December 2015 (2014
RMB211.6 million), representing an increase of approximately 8.0% over
2014,

Our key product, cooking wine, continued to be our major source of revenue,
representing 72.9% of the total revenue. In 2015, we continued to focus our
sales and marketing resources on enhancing sales of our cooking wine, to re-
enforce our marker leader position, as well as introduce key premium
products in other categories to differentiate ourselves.
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CHAIRMAN'’S STATEMENT (CONTINUED)

TR S (&)

Over the years we have continuously added to our stock value of base wine,
to prepare ourselves for future growth as well as guard against the increase
of raw material price. We are approaching our desired level of stock for our
base wine. We will also continue to improve our research and development
capabilities to focus on standardization of production process, new product
development and product improvement.

We improved our production facility at our plants in Huzhou City, Zhejiang
Province in 2015, purchased new production equipments, and implemented
various technical improvements to the production lines. This will allow us to
prepare and leverage the increasing demand for healthy and quality
condiment products, such as our zero additive cooking wine and no caramel
colour additive Stewed Mushroom Dark Soy Sauce (%% ) and Premium
Flavored Soy Sauce (ff - #4445,

Our profitability is mainly affected by the product price and our cost of sales,
the product structure and mix, and the relevant domestic policies. We are
actively monitoring any potential risk factors that may impact on our financial
results, and trying to mitigate any increasing costs with more efficient
operation and better product mix with higher profit margins. However, the
Group does face certain risks in its production and business development,
which include: 1) risk of significant increase in the cost of production, such as
increase in the prices of agricultural sideline products, packaging cost or
labour cost; 2) negative impact on our sales due to the changing consumer
habits for condiment products; 3) the greater-than-expected cost pressure
from market expansion; 4) Category A and B distributors’ (as defined in the
prospectus issued by the Company on 16 January 2014 (“Prospectus”))
operational risks may negatively impact on our sales channels, due to our
increasing sales to Category A and B distributors; 5) the possibility of failure of
our new products to obtain market recognition; and 6) increasing complexity
of managing sales policies and credit terms due to rapid expansion of our
distributors.

The Chinese consumers are increasingly choosing quality products with
greater brand recognition, and attaching a greater importance to food quality
and food safety, and are more willing to pay higher price for premium quality
products.
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CHAIRMAN’S STATEMENT (CONTINUED)

From second half of 2015, our products are now widely distributed in various
e-commerce platforms, such as Tmall, JD.COM, Yihaodian. We have also
signed distribution and cooperation agreement with Mr. Shen Hongfei (172 3F)
(“Mr. Shen”) and Mr. Cai Lan (338) (“Mr. Cai”) in 2015, who are the two
master consultants to a very popular TV series called “A Bite of China” (F4
FEyFRE]). This is a strong vote of confidence for our products to have Mr
Shen and Mr. Cai’s endorsement, as they are famous food critics in the PRC
and Hong Kong.

FUTURE PROSPECTS

In 2015, we saw the continuous slowdown of China’s macroeconomic
growth, with China’s GDP growth at 6.9% in 2015, the slowest in 25 years.
The Chinese economy entered a “New Normal” against the backdrop of
global economic uncertainty. In the course of the New Normal, the Chinese
central government advocates a more sustainable domestic consumption-led
growth and quality improvement over quantitative growth by supporting the
development of the internet as well as aiding the technology upgrade of
traditional manufacturing. China’s New Normal represents opportunities for
the condiments industry: consumers are craving quality and healthy products,
e-commerce is stimulating consumers’ spending especially from young
professionals, and urbanisation is boosting household disposable income, all
of which will drive demand for quality condiments products.

We believe our products under the “Lao Heng He” brand will continue to
achieve rapid growth in the PRC.

Our 2016 operational targets focus on: (i) maintaining customer satisfaction
and market leader position in our product offerings; (i) continuing to vertically
grow our distributors in the third and fourth tier cities; and (jii) continuing to
deliver high quality, safe and healthy condiments products. We have stringent
control over the whole production and supply chain and will continue to apply
both traditional and modern production methods to deliver high quality and
safety products to our customers.

Furthermore, we will look for suitable merger and acquisition opportunities to
enhance our production capacity and product portfolio, which will bring long
term strategic and economic value to us.
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CHAIRMAN'’S STATEMENT (CONTINUED)

TR S (&)

GOALS AND STRATEGIES

In 2016, our business strategy will pursue the “FOCUS” (“ZX£") strategy,
focusing our investment and resources on our core products range, core
sales channels and core customers demographics. We focus on our sales
strategy around our consumers, and endeavor to achieve high customer
loyalty and stickiness. We focus on providing natural premium healthy
condiments to our consumers.

We are determined to maintain and fortify our leadership position in the
cooking wine industry, continue to expand the distribution network of the
Group’s cooking wine products in the national market (among key cities and
consumers), increase our corporate sales and enlarge the market share in the
naturally-brewed cooking wine industry. We are also determined to be one of
the leading condiment producers in China.

We aim at introducing new condiment products through research and
development and innovation of traditional production techniques and
increasing the quality and profit margin of our condiment products.

We continue to enhance vertical penetration of our distribution network to
third tier and fourth tier cities. As at 31 December 2015, we have over 400
distributors throughout China, and we intend to continue to expand our
distribution capabilities nationally in 2016. We will carefully select our
distributor partners, to ensure the healthy growth of our business.

At the same time, we are building two sales teams in 2016. The first sales
team will focus on developing and servicing our distributors and monitoring
market implementation of our sales policies, and the second sales team will
focus on servicing our key supermarkets channels, monitoring the
implementation of our marketing initiatives and directing consumers to our
products.

In 2016, we plan to increase our marketing and advertising spending, to
increase customer awareness of our products and focus on consumer
education about the quality and healthiness of our product. Lao Heng He
aims to become the top choice for consumers.
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CHAIRMAN’S STATEMENT (CONTINUED)

However, we face certain risks as a result of rapid growth. The fast expansion
of our sales team increases management and administrative complexity, and
the quality of the sales people may have negative impact on our product
sales. The fast expansion of our distributors nationally, also increases the
complexity of managing our sales policies and credit terms, the different
pricing policies in different regions may lead to products been sold crossing
their authorized distribution regions, and negatively impact on our product
sales and the effective operation of our distributors for those specific regions.
The increasing spending in advertising may not be successfully or effectively
increasing our revenue.

APPRECIATION

| would like to take this opportunity to express my sincere gratitude to our
Shareholders, Board members, management team and all our employees, as
well as our business partners and customers for their continuous support and
contribution to the Group.

Chen Weizhong
Chairman of the Board

29 March 2016
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CORPORATE INFORMATION

(AGE-LE

BOARD OF DIRECTORS

Executive Directors

Mr. Chen Weizhong (Chairman and CEQO)
Mr. Sheng Mingjian
Mr. Wang Chao

Non-executive Director

Mr. Zhang Bihong

Independent Non-executive Directors

Mr. Shen Zhenchang
Mr. Lei Jiasu

Mr. Ma Chaosong

COMPANY SECRETARY

Mr. Au Wai Keung

AUTHORISED REPRESENTATIVES

Mr. Chen Weizhong
Mr. Au Wai Keung

AUDIT COMMITTEE

Mr. Ma Chaosong (Chairman)
Mr. Lei Jiasu
Mr. Shen Zhenchang

REMUNERATION COMMITTEE

Mr. Shen Zhenchang (Chairman)
Mr. Lei Jiasu

Mr. Ma Chaosong
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CORPORATE INFORMATION (CONTINUED)

NOMINATION COMMITTEE

Mr. Lei Jiasu (Chairman)
Mr. Ma Chaosong
Mr. Shen Zhenchang

AUDITORS

Ernst & Young

Certified Public Accountants
22nd Floor

1 Tim Mei Avenue

Central

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC

Balidian Town

Food and Industrial Park
Wuxing District, Huzhou City
Zhejiang 313000, PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room 606-607, 6th Floor

China Merchants Building
152-155 Connaught Road Central
Sheung Wan

Hong Kong
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CORPORATE INFORMATION (CONTINUED)

o) 8 ¥ ()

PRINCIPAL BANKERS

Shanghai Pudong Development Bank Co., Ltd.
Huzhou Branch

No. 120, Tiyuchang Road

Huzhou City, Zhejiang Province

PRC

Industrial and Commercial Bank of China Limited
Zhili Branch

No. 583, 587, 589 Zhenbei Road

Zhili Town

Huzhou City, Zhejiang Province

PRC

Bank of Jiaxing Co., Ltd.

No. 409, Jianguo South Road
Jiaxing City, Zhejiang Province
PRC

COMPLIANCE ADVISOR

TC Capital Asia Limited

Suites 1903-1904, 19/F, Tower 6, The Gateway
Harbour City, TST

Kowloon, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman lIslands
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CORPORATE INFORMATION (CONTINUED)

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE

Stock code: 2226
Board lot: 500 shares

WEBSITE

http://www.hzlachenghe.com
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PROFILE OF DIRECTORS AND

SENIOR MANAGEMENT
EENEREMABIEE

NTHEHINAEERTEF(TES) RSRE
BRER

Below are brief profiles of the current directors (“Directors”, each a “Director”)
and senior management of the Group.

Date of appointment

Name Age Position as Director

%A Fie B BZEERESAH
Executive Directors

HITES

Chen Weizhong 44 Chairman of the Board, executive Director and 13 May 2013

BeR 127 A8 chief executive officer —E—=FRA+=H
EEEIFE WITEENERUTE

Sheng Mingjian 41 Executive Director and vice general manager 17 December 2013
R ER g HITEFEREIARE —E-—=F+ZA++H
Wang Chao 38 Executive Director and managing director of 17 December 2013
F A sales and marketing —E—=F+ZA+LtH

HTEERHEERMSHEESAKE

Non-executive Director

FHUTES
Zhang Bihong 40 Non-executive Director 17 December 2013
o 35 54 FHITES —ET-=%+_-H++tH

Independent non-executive Directors

BYFHTES

Shen Zhenchang 69 Independent non-executive Director 17 December 2013

LR & WIUEMITES —E-=F+ZA++H
Lei Jiasu 60 Independent non-executive Director 17 December 2013

BRE BIUIEMITES —E-=%+-H++tH
Ma Chaosong 43 Independent non-executive Director 17 December 2013

SRR BUIEMITES —E-=H+T-AT+tH

HITES

Mr. Chen Weizhong (R#&), aged 44, is the chairman of the Board, MREBK4E 44 AREESTIHE AEEE
founder, chief executive officer (“CEQ”) of the Group and the executive A  BEEHNTE(EEHTED MHTE
Director. He is primarily responsible for our Group’s overall strategic planning, F - FETEBEAEBMNBERER S iS5
recipes use and control, distribution network expansion and overall business % F K 1= 4l « £ IH RS IER R AB R ETFL L o
operations. He has over 20 years of experience in the condiment industry in & R E A FAK RITEE A B20F &5
the PRC and possesses unique information regarding the research, WHBERMEREBOWE HELMNBE
development and intellectual property related to our products, including the A EAEEBRER  BIEBE LA E ¥
trade-secret recipes of fermentation starter and cooking wine spices. BEOEEMERRS -

EXECUTIVE DIRECTORS
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT (CONTINUED)

EENEREMAGEE (&)

Mr. Chen started his career in the condiment industry as early as 1990 and
has accumulated extensive experience in the condiment industry since then,
especially in production, research and development, and sales and marketing.
Before founding our Group in 2005, he was the chairman and general
manager of Zhejiang Zhong Wei Brewing Co., Ltd. (“Zhong Wei”) from 1995
to 2012. Mr. Chen completed a business administration advance class at
Zhejiang University (4771 A 2 T & 12 5 A FHEDT) in 2008.

Mr. Chen has been a member of the China Condiment Industrial Association
(PR L&) since 2008. He is also the chairman of the Huzhou Rice
Wine Industrial Association (8 =51 &) since 2012.

Mr. Sheng Mingjian (E%BE{#), aged 41, is our vice general manager and
executive Director. Mr. Sheng is primarily responsible for the management of
our Group’s financing activities and assisting Mr. Chen to manage the overall
business operations. He has more than 10 years of experience in the
condiment industry, and has extensive management experience in capital and
business operations. Before joining our Group in 2006, he was the general
manager of Zhong Wei from 2001 to 2006.

Mr. Wang Chao (£i#8), aged 38, is our managing director of sales and
marketing and executive Director. Mr. Wang is primarily responsible for our
Group’s sales and marketing. He has 15 years of experience in the condiment
industry. Mr. Wang joined Huzhou Lao Heng He Brewing Factory (/%18
FMEEERR) (currently Huzhou Lao Heng He Brewery Co., Ltd. (‘Huzhou Lao
Heng He”) in 1998 where he worked in various departments, including
business operation department and finance department. Since 2006, Mr.
Wang worked in management positions in Huzhou Lao Heng He’s customer
service centre and sales and marketing department. Mr. Wang graduated
from Zhejiang Electronic Polytechnic School (#iT& 5 F L ¥#Z2K), a
technical middle school in 1998.

NON-EXECUTIVE DIRECTOR

Mr. Zhang Bihong (3R3&54), aged 40, is our non-executive Director. Mr.
Zhang has more than 18 years of experience in the areas of auditing, tax,
asset valuation and financial management. He is currently a certified tax agent
in China (issued by China Certified Tax Agents Association on 2 June 2000).
Mr. Zhang is primarily responsible for our Company’s investor relation work.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT (CONTINUED)

EENSREMRAGEE (&)

Prior to joining our Group in 2012, Mr. Zhang served as the director and chief
financial officer of Tianli Agritech, Inc. (Z2RHF 3 E AR A F]), a company
listed on NASDAQ (Stock Code: OINK), from 2010 to 2011. He was a partner
of Beiing Zhong Cheng Xin An Rui Accounting Firm (35 7/ 3= 2236 & 51 AM
=EFT) from 2008 to 2009. Mr. Zhang was the senior manager at BDO-
Reanda Xin Public Accountants (F|Z & 5HAME75FT) from 2005 to 2008
and served as a senior manager at Inner Mongolia Zhong Tian Hua Zheng
Accounting Firm (RS & KES RN E5HT) from 1995 to 2005. Mr. Zhang
graduated from Inner Mongolia Agricultural College (M5 & # &%) in 1995
with a diploma in economics (accounting).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Shen Zhenchang (£ #x &), aged 69, is our independent non-executive
Director. Mr. Shen has more than 40 years of experience in the cooking wine
industry. From 1971 to 2006, Mr Shen worked with China Shaoxing Rice
Wine Group (FR Bl#43 B )5 %= B A R A 7)) (previously known as Shaoxing City
Rice Wine Corporation (43 &1 E)E 42X 7). Before his retirement from China
Shaoxing Rice Wine Group in 2006, Mr. Shen was the director of its office of
general affairs.

Mr. Shen is a member of China Brewing Industry Association (rice wine
branch) (f BESE T ¥ 2 =B 0 &), where he has been the deputy council
director and secretary general since 2000.

Additionally, Mr. Shen currently serves as a member of National Wine Brewing
Standard Technology Committee (& EIEEEZA(LFiTZE &), a judge at
the reviewing committee of China Alcoholic Drinks Association Science
Technology Award (7 BB 2 17 & BIH 2 #1i7 2%), and the deputy director of the
editorial board of China Rice Wine magazine ({FE=)H) ).
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT (CONTINUED)

EENEREMAGEE (&)

Mr. Ma Chaosong (E##2), aged 43, is our independent non-executive
Director. Mr. Ma is a senior accountant (issued by the Beijing Senior
Specialized Technique Qualification Evaluation Committee on 6 January
2006), certified public accountant (issued by the Chinese Institute of Certified
Public Accountants on 28 September 1999), certified tax agent (issued by
China Certified Tax Agents Association on 11 May 2012) and certified public
valuer (issued by the Ministry of Finance of the PRC on 24 April 2012) in
China. Since 2000 Mr. Ma has been the chairman of Beijing Xin Li Heng Tax
Agency Co., Ltd. GEREFI B EEN 4B R E £ 2R 7). He has more than
11 years of experience in auditing, accounting and taxation. In May 2011, Mr.
Ma was appointed as an independent director of China National Complete
Plant Import & Export Corp. Ltd. (5 HH O ix 15 B BR 2 7)) (SZSE: 000151).
From 1997 to 1999, Mr. Ma was a project manager at Zhong Ce Accounting
Firm (ORI & &R S 75 P).

In 1997, Mr. Ma graduated from the Research Institute of Fiscal Science,
Ministry of Finance of the PRC (Fh B3 87 Bz 5P B4 BR B 281 5T FT), with a master’s
degree in accounting. He graduated from Renmin University of China (R B A
R KE)in 1994 with a bachelor’s degree in accounting.

Mr. Lei Jiasu (Z 3 E#), aged 60, is our independent non-executive Director.
Currently, Mr. Lei is the director of the Research Centre of Chinese Enterprise
Growth and Economic Security in Beijing Tsinghua University (/& %= K &
KR BEAE L 2T 0). Since 1996, he has been a lecturer in the
School of Economics and Management of Beijing Tsinghua University (/&2 X
BkmE IR ERT), Between 1994 and 1996, he worked as a post-doctoral
researcher in Beijing Tsinghua University. From 1983 to 1989, Mr. Lei taught
as a lecturer in Xi’an Electronic and Technology University (F% & £HT A Z2).

In 2001, Mr. Lei was awarded the title of professor by Beijing Tsinghua
University. He graduated as a doctoral research fellow from the School of
Economics and Management of Beijing Tsinghua University (/&2 A B2 485 &
IPERR) in 1993.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT (CONTINUED)

EENSREMRAGEE (&)

SENIOR MANAGEMENT EREEE

Name Age Year joined Position

s FiR A FE 45 B

Chen Weizhong 44 2005 Chairman of the Board, executive
Director and chief executive officer

R &7 8 ZETRF BEEEER WTEEFER
HREWITE

Sheng Mingjian 41 2006 Executive Director and vice general
manager

R ER 42 —EETREF WITEFREIRAKRE

Wang Chao 38 2006 Executive Director and managing
director of sales and marketing

T ZEERF WITEEREERTSERES
FCRCpd

Wan Peiyao 44 2005 Director of production

B —EEREF FEHEE

Zhao Yagin 38 2005 Financial controller

A= —EEREF B 75 4 B

Mr. Chen Weizhong (BR#7), aged 44, is the chairman of the Board, CEO BREI B L% 4455 REFEXE - BRI
and executive Director. His biographical details are set out above under the B NRHITEF - HKZBEEABANAFR L
section headed “Profile of Directors and Senior Management — Executve XIEZEFRSREBAESREE —ATESF|—
Directors” to this annual report. ff o

Mr. Sheng Mingjian (82B3%), aged 41, is our vice general manager and BB EE 415 ARMIVELLE R
executive Director. His biographical details are set out above under the EF- R BEFBEHNEAFR FX[EER
section headed “Profile of Directors and Senior Management — Executive =REIEABRE —HTES] 5 -
Directors” to this annual report.

Mr. Wang Chao (Ei#8), aged 38, is our managing director of sales and EBEE 385 ARMHHEERTSHES
marketing and executive Director. His biographical details are set out above FHREEBRHNTESE - W2 BEFHH N K
under the section headed “Profile of Directors and Senior Management — FHEXIEEZREREBABERE — H1TE
Executive Directors” to this annual report. E]—fie
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT (CONTINUED)

EENEREMAGEE (&)

Mr. Wan Peiyao (B1Z#8), aged 44, is our director of production department.
He is primarily responsible for the Group’s production management. He has
more than 11 years of experience in the condiment and cooking wine
industry. Mr. Wan joined our Group in 2005, and has worked in various
departments including workshop operation department, cooking wine
production department and plant operation department. Prior to joining our
Group, Mr. Wan was the plant manager and executive assistant to the
general manager of Huzhou Ganchang Wine Company (5% &8 % 5 R A 7))
from 2000 to 2005. Mr. Wan passed the test for first-class sommelier of PRC
(B2 — 4% &%) A) in December 2012,

Mr. Wan graduated from Zhejiang University of Technology (#1T T3 AZ2)
with a bachelor’s degree in industrial engineering (biochemistry) in 1995.

Ms. Zhao Yaqin (#7#Z), aged 38, is our financial controller. Ms. Zhao is
responsible for the Group’s financing, account and tax matters. She has more
than 11 years of experience in the areas of financial management, accounting
practices and tax arrangements. She joined our Group in 2005 as manager of
our finance department and became our financial controller in 2012. Prior to
joining our Group, Ms. Zhao was the manager of finance department of
Zhong Wei from 2003 to 2005.

Ms. Zhao received a diploma in accounting from Central Radio and Television
University (F2 R FEHE E15 A Z) in 2006.
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MANAGEMENT DISCUSSION AND ANALYSIS
2 1P 2 5Y o 92 53 i

BUSINESS REVIEW ¥ Kb EE

For details of our business review, please refer to the section on “Chairman’s B K P XK LB H15 S22 AFERES
Statement” on pages 5 to 9 to this annual report. FOEMIEFERE|—f0o

FINANCIAL REVIEW 5 % O] R

Overview e
The key financial indicators of the Group are as follows: AREEBNTITEMBKREZENOT :
Year ended 31 December

BEt+t-A=+t—-BLFE

Year-on-year

2015 2014 Change
—E-AF T —F REBE
RMB’000 RMB’000 %

AR®T ARETT

Income statement items W= KREE
Sales SHE 798,861 668,426 19.5%
Gross profit EH 450,872 386,498 16.7%
Profit attributable to owners of the parent NalEAB AEGLFE 228,528 211,603 8.0%
Earnings before interest, taxes, depreciation and R 7| 8 « Fi18 « TE K
amortization (“EBITDA”) AR (BRAE -
TIE - E A
MDD 335,168 282,385 18.7%
Earnings per share (RMB cents) * @ B 2 F (AR ) W@ 44.1 41.8 5.5%
Selected financial ratios CRERR TS
Gross profit margin (%) FEFE (%) 57.8% (2.4%)
Net profit margin attributable to ordinary equity NATEESZEAA
holders of the parent (%) JE (5% F)H & (%) 31.7% (9.8%)
EBITDA margin (%) BRAE -WME-FTER
B AT FDR & (%) 42.2% (0.5%)
Return on equity holders’ equity (%) A A 2 B 1R (%) 17.7% (9.0%)
Gearing ratio " ®) BB E &) 25.9% 19.3%
Notes: B & -

(@  Please refer to Note 12 to the financial statements of this annual report for the (@) BHESBRABFMBNFELS L FLHEERFHEN
calculation of earnings per share. BB ERME12 -

()  The gearing ratio is based on net debt divided by total equity and net debtasat (b)) HKZ-ZE—HAF+=ZA=+—H ELABEL

31 December 2015. Net debt includes total debt net of cash and cash RIRFEERANBEZRFEBRTE FE
equivalents. Total debt include trade payables, other payables and accruals, BEEREKRReRAcSEY LEK
interest-bearing bank and other borrowings and other long term liabilities. BRERNBESH  EMENRKEMNIER -5

BRITMEMERREAEMKRPEE-
20 Honworld Group Limited Annual Report 2015



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
E 1P J2 od i 81573 il (%)

Revenue '@\

The revenue of the Group, increased by 19.5% from RMB668.4 milion in AEBAW AR —_Z—NFEHARKEEES4H

2014 to RMB798.9 million in 2015, primarily reflecting an increase in the sales & 7T h119.5% % — T — A £ & A R #798.9

of our cooking wine products, soy sauce products and vinegar products. ABET FTEBEMEBEER EhLiER
o) SHE RGN o

Year ended 31 December

BE+t-ZA=+—-BLEFE

2015 2014
— —ZT—F
Percentage Percentage
of total of total
Revenue revenue Revenue revenue Change
LEE-Y N (=EXON
PN Aok A ANt 1k
RMB’000 % RMB’000 % RMB’000 %
ARBT T ARBTT ARBFT
Cooking wine =B
Premium R 130,439 16% 98,708 15% 31,731 32.1%
High-end = i 110,260 14% 110,696 17% (436) (0.4%)
Medium-range R b 329,921 41% 245,745 36% 84,176 34.3%
Mass-market FiE 10,632 1% 17,767 3% (7,135) (40.2%)
Subtotal N 581,252 72% 472,916 71% 108,336 22.9%
Soy sauce & 107,982 14% 106,353 16% 1,629 1.5%
Vinegar [ 87,043 11% 68,634 10% 18,409 26.8%
Other products H A= G 22,584 3% 20,523 3% 2,061 10.2%
Total &&t 798,861 100.0% 668,426 100.0% 130,435 19.5%

Revenue from cooking wine products increased by 22.9% from RMB472.9 R-Z—h&E HBEEKz2KAB T
million for the year of 2014 to RMB581.3 million for the year of 2015, mainly ~ F i) A R 47208 & T F F22.9% & A R
due to the increase in sales in our premium and medium-range cooking 581.3BEE T ZEEFEHRKZMH T S iH
wines. With our effort on enhancing the “Lao Heng He” (“Z18F1”) cooking  #};H &E W A EFFAT 8 - R @3B [ 48 K A
wine brand with “naturally-brewed” concept, vertical penetration of the [ | B ARFAIEZEMIBERIEES B
Group’s distribution network to third tier and fourth tier cities, the sales of our A EBE KPR EA L EE=ZNEH T H L
cooking wine products kept increasing in 2015, especially our signature H 2z T —Z - A FHZMOEE ROEE
products, such as Chef's Huadiao (EfF7ERE), Scalion & Ginger Cooking ##& FH L EERMWIEMES WAL
Wine (Z E#HE) and Lao Heng He Cooking Wine (8 F1ELH). B BERDA REEMENE -

ZENBMELRAT —E—HFEH 21
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

B 122 5 oR 8 73 it (58)

Revenue from the Group’s soy sauce products increased slightly by 1.5%
from RMB106.4 million for the year of 2014 to RMB108.0 million for the year
of 2015. In 2015, the Group continually streamlined its soy sauce product
offerings, with main focus on several premium products such as Premium
Flavored Soy Sauce (f# |- 5 4% # i) and no caramel colour additive Stewed
Mushroom Dark Soy Sauce (& 75 % ).

Revenue from the Group’s vinegar products increased by 26.8% from
RMB68.6 million for the year of 2014 to RMB87.0 million for the year of 2015,
which was mainly attributable to vertical penetration of the Group’s
distribution network to third tier and fourth tier cities and the growing market
popularity for the naturally brewed vinegar such as Rose Rice Vinegar (B E#>&
Bit), Crab Vinegar (22E%) and Premium Zhejiang Vinegar (=G #ES).

Revenue from other products increase by 10.2% from RMB20.5 million for
the year of 2014 to RMB22.6 million for the year of 2015, which was mainly
due to the increase in sales of soybean sauce product.

We believe the outstanding performance of our sales are largely contributed
to (i) increasing market recognition of the “Lao Heng He” (“Z187#1") brand; (i)
consistent superior quality of the “Lao Heng He” (“Z18F1") products; (ii)
enhancing efforts on the Group’s marketing and promotion activities; (iv) rising
disposable income level of household in the PRC; (v) growing consumer
consciousness of food safety and preference for naturally-brewed cooking
wine products which we introduced to the market; and (vi) vertical penetration
of our distribution network to third tier and fourth tier cities.

Cost of Sales

Our cost of sales increased by 23.4% from RMB281.9 million in 2014 to
RMB348.0 million in 2015. The increase in cost of sales was largely in line
with the increase in revenue.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by 16.7% from
RMB386.5 million in 2014 to RMB450.9 million in 2015. However, the gross
profit margin decreased slightly from 57.8% in 2014 to 56.4% in 2015,
primarily due to the application of new brewery method in premium soy sauce
products in order to improve the quality and flavor.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Other Income and Gains

Other income and gains increased by 101.7% from RMB5.9 million in 2014
to RMB11.9 million in 2015. Other income and gains consists primarily of gain
upon expiry of warrants, subsidy received, gains from sale of materials and
interest income. The increase in other income and gains was primarily due to
the gain upon expiry of warrants.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, promotion expenses, travelling expenses, and
remuneration of our sales employees.

Our selling and distribution expenses significantly increased from RMB40.3
million in 2014 to RMB75.1 million in 2015, and the distribution expenses as
a percentage of the Group’s revenue increased from 6.0% for 2014 to 9.4%
for 2015, as the Group conducted more extensive marketing and promotional
activities to vertically penetrate the Group’s distribution network to third tier
and fourth tier cities, restaurants and e-commerce platforms.

Administrative Expenses

The administrative expenses decreased by 1.4% from RMB81.4 million in
2014 to RMB80.3 million in 2015. This decrease mainly reflected a decrease
in the office and travelling expenses due to the completion of the Listing.

Finance Cost

Finance cost increased by 42.4% from RMB22.9 million in 2014 to RMB32.6
million in 2015. The increase in finance cost primarily reflected an increase in
interest on bank loans from RMB22.9 million for the year of 2014 to RMB32.6
million for the year of 2015 as a result of an increase in the average balance
of our bank loans in 2015 to support the expansion of our business.

Profit before Tax

As a result of the foregoing, the profit before tax increased by 11.6% from
RMB246.2 million in 2014 to RMB274.7 million in 2015.

E 12 5 o 8 73 it (58)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

B 122 5 oR 8 73 it (58)

Income Tax Expense

Income tax expense increased by 33.5% from RMB34.6 million in 2014 to
RMB46.2 million in 2015, with the effective income tax rate increased from
14.1% in 2014 to 16.8% in 2015, mainly due to the increase in deferred tax
liabilities recognized for withholding taxes. Subsidiaries of the Group in the
PRC, including Huzhou Laohenghe Brewery Co., Limited and Huzhou
Laohenghe Wine Co., Limited, have been granted the “Certificate of New and
Advanced Technology Enterprise” and are entitled to the preferential tax rate
of 15% for three years starting from 1 January 2013. As such, the corporate
income tax of the Group for the year of 2015 in respect of its operations in
the PRC has been provided at the rate of 15% (2014: 15%) on the taxable
profit.

Profit Attributable to Ordinary Equity Holders of the
Parent

For the foregoing reasons, profit attributable to ordinary equity holders of the
parent increased from RMB211.6 million in 2014 to RMB228.5 million in
2015.

Earnings per Share Attributable to Ordinary Equity
Holders of the Parent

Basic earnings per share increased from RMB41.8 cents for 2014 to
RMB44.1 cents for 2015. Increase in earnings per share was attributable to
the increment of profit attributable to ordinary equity holders of the parent.

Net Profit Margin

Net profit margin decreased 3.1 percentage points from 31.7% in 2014 to
28.6% in 2015. The decrease in net profit margin was mainly attributable to
an increase in the cost of sales resulting in a decrease in gross profit margin
and an increase in selling and distribution expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL AND LIQUIDITY POSITION

Trade receivables

Trade receivables decreased from RMB187.9 million as at 31 December
2014 to RMB142.0 million as at 31 December 2015 and the turnover days of
trade receivables decreased from 76 days in 2014 to 75 days in 2015, mainly
reflecting an increase in the proportion of sales to category C and D
distributors which has shorter credit period. Details of the ageing analysis of
trade receivables are set out in Note 16 to the financial statements in this
annual report.

We implemented a multi-category distributor system to manage distribution
of its products since 2011. We classified its distributors into Categories A (the
highest), B, C and D based on their distribution scale and capabilities.

Inventories

Inventories increased from RMB830.5 million as at 31 December 2014 to
RMB945.5 million as at 31 December 2015, primarily due to an increase in
work in progress. A substantial part of our inventories were contributed by
work in progress, which mainly represented the base wine, base soy sauce
and base vinegar in the brewing period. Due to the long production cycle and
short sales cycle, we need to keep an abundant stock of well-aged base wine
to cope with the rapid sales growth in the future. With leverage of the funding
support from the banks, we expanded our production scale significantly, and
the carrying amounts of base wine recorded a significant increase, to ensure
we have sufficient work in progress stock not only for the short-term
production, but also for the expansion in the coming years.

We monitor the level of inventory maintained by our distributors on a regular
basis. Our sales representatives maintain frequent telephone or email
communications with each of our Categories A, B, C and D distributors,
review their monthly inventory reports and visit their warehouses on a regular
basis. Our sales representatives visit our Category A and B distributors’
warehouses at least on a monthly basis and those Category C and D
distributors at least every three months to ensure that they keep optimal
stock level and our products are sold to end customers within the shelf life.
We generally expect our distributors to maintain sufficient stock for 5 to 20
days of supply. In the event a distributor maintains stocks of more than 20
days of supply, the relevant sales representatives will assist such distributor in
marketing and promotional activities and suggest smaller-sized orders to be
placed for the succeeding periods to minimize excess inventory.
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As at 31 December 2015, our inventories with a carrying amount of
RMB366.1 million (31 December 2014: RMB117.5 million) were pledged to
secure general banking facilities granted to us.

Borrowings

As at 31 December 2015, our total borrowings amounted to RMB644.8
million (831 December 2014: RMB 417.8 million) including finance lease
payables with a carrying amount of RMB55.0 million (31 December 2014: nil).

Our principal sources of liquidity include cash generated from business
operation and bank borrowings. The cash from these sources are primarily
used for our working capital, the expansion of production capacity, other
capital expenditures and debt service requirements.

Liquidity and Financial Resources

As at 31 December 2015, we had cash and cash equivalents of RMB186.0
million (31 December 2014: RMB218.5 million). As at 31 December 2015, we
had interest-bearing bank and other borrowings of an aggregate amount of
RMB644.8 milion (31 December 2014: RMB417.8 million),
denominated in RMB with interest rates from 5.80% to 7.20% per annum.

which were

Our principal sources of liquidity include cash generated from business
operation, proceeds from bank and other borrowings. We use cash from
such sources for working capital, production facility expansions, other capital
expenditures and debt service requirements. We expect these uses will
continue to be our principal uses of cash in the future, and that our cash flow
will be sufficient to fund its ongoing business requirements. Meanwhile, we
have decided to further broaden our financing channel to improve our capital
structure.

CAPITAL COMMITMENT

Capital commitment as at 31 December 2015 amounted to approximately
RMB30.2 million (31 December 2014: RMB16.4 million), which was mainly
related to construction in progress for expansion of plant and machinery.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

CONTINGENT LIABILITIES

As at 31 December 2015, we did not have any material contingent liability.

MATERIAL ACQUISITION AND DISPOSAL

The Company has no material acquisition and disposal as at 31 December
2015.

GEARING RATIO

The gearing ratio of the Group was 30.9% as at 31 December 2015,
representing an increase of 5.0 percentage points.

The gearing ratio is based on net debt divided by total equity and net debt as
at 31 December 2015. Net debt includes total debt net of cash and cash
equivalents. Total debt include trade payables, other payable and accruals,
interest-bearing bank and other borrowings and other long term liabilities.

PLEDGE OF ASSETS

Details of the Group’s bank loans which are secured by the assets of the
Group, are included in Notes 13, 14, 15, 21 and 22 to the financial
statements of this annual report.

As at 31 December 2015, our inventories with a carrying amount of
RMB366.1 million, property, plant and equipment with a carrying amount of
RMB74.6 million and leasehold land with a carrying amount of RMB11.2
million were pledged to secure general banking facilities granted to us.

Except as disclosed in this annual report, we have not entered into any off-
balance sheet guarantees or other commitments to guarantee the payment
obligations of any third party. It does not have any interest in any
unconsolidated entity that provides financing, liquidity, market risk or credit
support to it or engages in leasing or hedging or research and development
or other service with it.
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FUTURE PROSPECTS

For details of the Group’s business outlook, please refer to the section
headed “Chairman’s Statement” on pages 5 to 9 of this annual report.

MARKET RISKS

Credit Risk

The Group’s major concentration of credit risk arises from the Group’s
exposure to a substantial number of trade receivables, other receivables, time
deposits, and cash and cash equivalents. The Group’s trade receivables are
typically unsecured and derived from revenue earned from customers in the
PRC, which are exposed to credit risk. The Group has policies in place to
ensure that the sales of products are made to customers with an appropriate
credit limit, and has strict control over credit limits of trade and other
receivables.

In addition, the balance of trade receivables is monitored on an ongoing basis
and the Group’s exposure to bad debts is not significant. Further quantitative
data in respect of the Group’s exposure to credit risk arising from trade and
other receivables are disclosed in Notes 16 and 17 to the financial statements
in this annual report.

Liquidity Risk

The Group has established an appropriate liquidity risk management policy to
maintain sufficient cash and cash equivalents and have available funding
through capital contribution and bank borrowings. The Company’s
management also monitors the utilization of bank borrowings and ensures
compliance with loan covenants. For details on the maturity profile of the
Group’s financial liabilities as at 31 December 2015, please refer to Note 32
to the financial statements in this annual report.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EMPLOYEES AND WELFARE
CONTRIBUTION

As at the 31 December 2015, the Group had approximately 303 full-time
employees (31 December 2014: 329). The employees’ remuneration
packages are determined with reference to their experience and qualifications
and general market conditions. The remuneration policies, bonus, evaluation
systems and training programs for employees of our Group were
implemented continuously according to policies disclosed in the 2014 annual
report and no change has been made in 2015.

The total remuneration paid to the Group’s employees (excluding directors’
and chief executive’s remuneration) for the year ended 31 December 2015
amounted to approximately RMB21.4 million (2014: approximately RMB15.7
million), which included the Group’s contribution to the employee benefit plan
for the year 2015 of RMB2.7 million (2014: RMB1.7 million). Details of the
employee benefit expense are disclosed in Note 6 to the financial statements
in this annual report.

The following table sets forth the Group’s full-time employees by function as
at 31 December 2015:
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As at 31 December 2015
BE-T-HEF+-A=1-8

Number of
employees % of total
BEAE (h#EEESL
Production HE 167 55.1
Management and administration BEERITHRER 16 5.3
Sales and marketing SHE & 61 20.1
Quality Control, Research and Development & £ - i35 & HAb 59 19.5

and others
Total #Et 303 100
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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The Group has designed an evaluation system to assess the performance of AEB DRI HE X LI TFTEEENE

30

its employees. This system forms the basis of determination on employees’
salaries, bonuses and promotions. We believe the salaries and bonuses that
our Group’s employees receive are competitive with market rates. Under
applicable PRC laws and regulations, our Group is subject to social insurance
contribution plans, work-related injury insurance and maternity insurance
schemes.

We place a strong emphasis on providing training to our employees in order
to enhance their technical and product knowledge as well as comprehension

R -ZERABTEES S HSNBEHORKR
BoBFRE AEBEERROE S RES
AEMERTE REAAPBEERER 4K
HEES2AGERBERTE TERERE
B iRk ETE -

HFEEERABMNEREERTI - AE
RABRENRMRERADBZAREITEEE

of industry quality standards and work place safety standards. We also 12# KB T{ES L 2 E LK B R o 7712
provide regular on-site and off-site training to help our employees to improve  #t F HIHB A L IZINEH - BB FH P AR B 12

their skills and knowledge. These training courses range from further
educational studies to basic production process and skill training to
professional development courses for its management personnel.

THEEMAE - ZEFRIREREHERE
ERFREEMIRNOFRENEERABNSE

EURAEHER -

PURCHASE, REDEMPTION OR SALE OF BE BOfIHEAQXAL
LISTED SECURITIES OF THE COMPANY ik %
During the year of 2015, neither the Company, nor any of its subsidiaries R_ZZE—AF RN XA 8 R EF MK ERQ a7

MEEE

purchased, redeemed, or sold any of the Company’s listed securities. CERNEEARREEM LETES -
CHARITABLE DONATIONS ZERBM

During the year of 2015, the Group made charitable donations of H—-ZT—HER FNEEELEZBHA
RMB100,000. #100,0007T °
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CORPORATE GOVERNANCE REPORT

The Company is committed to maintaining a high standard of corporate
governance practice for enhancing accountability and transparency of the
Company to its investors and Shareholders. The Board and the management
of the Company are committed to conducting the Group’s businesses in a
transparent and responsible manner, and they believe good corporate
governance provides a framework that is essential for effective management,
a healthy corporate culture, sustainable business growth and enhancing
Shareholders’ value in the long term.

(A) CORPORATE GOVERNANCE
PRACTICES

The Company has adopted the code provisions as set out in the
Corporate Governance Code and Corporate Governance Report (the
“Governance Code”) as contained in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (as amended from time to time) (the “Listing Rules”) as
its own code to govern its corporate governance practices.

During the year ended 31 December 2015, the Company has complied
with the code provisions set out in the Governance Code except the
deviations as set out below in this report.

The Board will continue to review and monitor the practices of the
Company with an aim to achieve and maintain a high standard of
corporate governance practices.

(B) DIRECTORS’ AND SENIOR
MANAGEMENT’S SECURITIES
TRANSACTIONS

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuer” (the “Model Code”) as set
out in Appendix 10 of the Listing Rules as its code of conduct regarding
dealings in the securities of the Company by the Directors and the
Group’s senior management who, because of his/her office or
employment, is likely to possess inside information in relation to the
Group or the Company’s securities.

Upon specific enquiry, all the Directors confirmed that they have
complied with the Model Code during the year ended 31 December
2015. In addition, the Company is not aware of any non-compliance of
the Model Code by the senior management of the Group during the
year ended 31 December 2015.

EEREB RS

ARBEAHEREREERBRREFSRED
CEERFAURSARFAZHEEEKEHR
E-ZEFERAARERBEAXUNBBESR
MATARRASERL  MEEHERE Rifd
XERRERANER R2EXL TRKE
EBEE UEREARREEBE T @REHR
— AR RI R ZAELR ©

(A) EXERER

ARRCHRMEBBREIIMAERA
AlEF ETRA(EAEER) ([LEHR
B DM &+ M tEERT LD
EEa@mE((ERTAD AT T A&
M NEREASGREHMXERER
RS

HE2_Z2—RAF+-_A=+—HILHF
E-AxRra B EFERTRIME 25T A
B ARE TXATE 2 REE S ERK
B o

REINREFRSTENDEERER
EXZgRTEHRAIMERARANE

B EERERERE 2 E

ARBERMNEIN R LHRRNK S+ 2
(EMBETAEFLETEFRGIZIEE
SAD(BREFR])  FREELAKHE
EREEE (AR BUREMEER B
AEREABARERARARSFZA
BHB)EABEEARAERZIART

8l o

KBERBAMREZ 2BEFERRSERN
HE-_ZT-—RAF+-A=+—HBLLFE
EETREESTA -t I AR A T EH
BAEBESREEERBE_T—RF
TZA=t—HLFEREMNEREE
STRIEITA

ZENMESEAT —B-EEEH 31



CORPORATE GOVERNANCE REPORT (CONTINUED)
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(C) THE BOARD OF DIRECTORS C)E=g

32

Board Responsibilities

The Board is responsible for the overall management of the Company,
including establishing and overseeing the Company’s strategic
development, business plans, financial objectives, capital investment
proposals and assumes the responsibilities of corporate governance of
the Company.

The Board gave their input and considered the priorities and initiatives,
aiming at developing a sustainable plan for the Company to generate
and preserve its long-term corporate values and to achieve its business
strategies and objectives.

The Board may from time to time delegate all or any of its powers that
it may think fit to a Director or member of senior management of the
Company. The Board has formulated clear and specific rules and

EEEnNEfR
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AILEEARFORREER X5
g MHEERERESRERZS  AUAE
AARIEEERANAEEL-

EZECRNERLKEEREEMNEL
RERER EERARBERFES
B HBUELARERERMOXEE
NRBREEBRELBR-

EZgNTHEER/EGENABLE
ﬂ%ﬁ&%i$i$ ARMEEEK
Eé% E=ZEg ([BERZEE

policies on such delegation of power to facilitate efficient operation of %j) TWEZEe((FMEES]) MiE
the Company and is supported by three board committees together 2% % (REZEES]) =A==
the “Board Committees”, which are audit Committee (the “Audit Ee(ABESEEES]] )BT =
Committee”), remuneration Committee (the “Remuneration e A BEERES TSN A g R A
Committee”) and nomination Committee (the “Nomination RHE  AREKRQRIBREE

Committee”).

Directors must dedicate sufficient time and attention to the Group’s
affairs. Besides, the Company also requested all Directors to disclose
to the Company annually the number and the nature of offices held in
public companies or organizations and other significant commitments
with an indication of the time involved.

The Company has arranged appropriate insurance for all Directors in
respect of legal actions against the Directors arising out of corporate

EEEANHEARRARBEARERE
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activities.

Functions and Duties of the Board EEgrBeERBE

The Board supervises the management of business and affairs of the EECEBARAEBREENER -
Company. The primary duties of the Board include: EZENEIEBERE:

(@  overall management of the business and strategic development;

(b)  deciding business plans and investment plans;
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CORPORATE GOVERNANCE REPORT (CONTINUED)

(c)  monitoring the ongoing operation of the Company and to ensure
that it is managed in the best interests of the Shareholders as a
whole while taking into account the interests of other
stakeholders;

(d)  convening general meetings and reporting to the Shareholders;
and

(e)  exercising other powers, functions and duties conferred by
Shareholders in general meetings.

The Board delegates the authority and responsibility of daily operations,
business strategies and day to day management of the Company to
the CEO and the senior management.

The senior management, under the leadership of the CEQ, is delegated
by the Board the authority and responsibility for the daily operations
and management of the Group. The delegated functions and work
tasks are periodically reviewed. Approval has to be obtained from the
Board prior to any significant transactions to be entered by the
Company.

Board Members

During the year ended 31 December 2015 and as at the date of this
annual report, the Board consist of the following seven Directors,
including three executive Directors, one non-executive Director and
three independent non-executive Directors:

Executive Directors

Mr. Chen Weizhong (Chairman and CEQO)
Mr. Sheng Mingjian

Mr. Wang Chao

Non-executive Director
Mr. Zhang Bihong

Independent non-executive Directors
Mr. Shen Zhenchang

Mr. Lei Jiasu

Mr. Ma Chaosong

There is no financial, business, family or other material or relevant
relationships among the Directors of the Company.
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An updated list of the roles and functions of Directors is maintained on
the websites of the Company and the Stock Exchange, and the
Company shall keep updating whenever necessary. The details of the
Directors’ biographical information are contained in the section headed
“Profile of Directors and Senior Management” of this annual report.

The Company has adopted a Board diversity policy on 25 March 2014
(the “Board Diversity Policy”). The Company recognizes and
embraces the benefits of having a diverse Board to the quality of its
performance. The Board Diversity Policy aims to set out the approach
to achieve diversity on the Board. The Remuneration Committee and
Nomination Committee will evaluate the balance and blend of skills,
experience and diversity of perspectives of the Board. Selection of
candidates will be based on a range of diversity experiences, including
but not limited to age, gender, cultural and educational background,
and merit and contribution that the selected candidates will bring to the
Board.

Independent Non-executive Directors

The Company at all times complied with the requirement of Rule 3.10A
of the Listing Rules, which requires an issuer’s board of directors to
have at least one-third of its members being independent non-
executive directors. In addition, the Company has duly complied with
Rule 3.10(1) and Rule 3.10(2) of the Listing Rules, which requires the
issuer’s board must include at least three independent non-executive
directors and at least one of the independent non-executive directors
to have appropriate professional qualifications or accounting or related
financial management expertise.

Mr. Ma Chaosong, chairman of the Company’s Audit Committee and
being one of the independent non-executive Director, possesses over
10 years of experience in the financial field. Together with another two
independent non-executive Directors, Mr. Lei Jiasu and Mr. Shen
Zhenchang, all of whom have wide exposure and experience in the
cooking wine industry and management field, provide the Group with
diversified expertise and experience.

Their views and participation in Board and Board committee meetings
bring independent judgment and advice on issues relating to the
Group’s strategies, performance, conflicts of interest, management
process and to ensure that the interests of all Shareholders are taken
into account.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

The Company has received an annual confirmation from each of the
independent non-executive Directors on their respective independence
pursuant to Rule 3.13 of the Listing Rules and the Board considers that
each of them be independent. The Board believes that the present
structure of the Board can ensure the independence and objectivity of
the Board and provide an effective system of checks and balance to
safeguard the interests of the Shareholders and the Company.

The Board considers that the balance between executive and non-
executive Director is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of Shareholders and
the Group as a whole. The composition of the Board reflects the
necessary balance of skills and experience appropriate for the
requirements of the business development of the Group and for
effective leadership. The Board has separate and independent access
to the senior management and the company secretary at all times.

All Directors, including independent non-executive Directors, are clearly
identified as such in all corporate communications containing the
names of the Directors.

Appointment, Re-election and Removal of Directors

Each of the Directors has entered into a service contract or a letter of
appointment with the Company for a specific term. The initial term of
office for each Director is a term of three years from their respective
appointment date and is subject to retirement by rotation at an annual
general meeting (the “AGM”) at least once every three years. According
to the articles of association of the Company (the “Articles”), one-third
of the Directors for the time being shall retire from office by rotation at
each AGM provided that every Director shall be subject to retirement
by rotation at least once every three years. The retiring Directors shall
be eligible for re-election at the relevant AGM. In addition, the Articles
provide that any Director appointed by the Board to fill a casual
vacancy shall hold office only until the first general meeting of the
Company after his/her appointment, whereas any Director appointed
by the Board as an addition to the existing Board shall hold office only
until the next following AGM. The Director appointed by the Board as
aforesaid shall be eligible for re-election at the relevant general meeting.

Shareholders may, at any general meeting of the members convened
and held in accordance with the Articles, remove a director at any time
before the expiration of his/her period of office notwithstanding to the
contrary in the Articles or in any agreement between the Company and
such Director.
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EXBIBHRE (B

In accordance with the Company’s Articles, Mr. Zhang Bihong, Mr.
Sheng Mingjian and Mr. Wang Chao will retire from office as Director by
rotation at the forthcoming 2016 AGM and, being eligible, offer
themselves for re-election.

Directors’ Continuing Professional Development

The Company has regularly provided the Directors with information of
relevant training courses. Updates on the amendments of applicable
rules and regulations have been given to the Directors from time to
time. The Directors have provided the Company with a record of their
training received in 2015, and each existing Director received more
than 10 hours of training in 2015. A summary of the Directors
participation in continuous professional training for the year ended 31
December 2015 is as follows:

RBARABME - RBoAKE  BAR
TERTHEEHARNERE T F
BRRBFAEHERE ATEERE
BB

ESCKEERRE

AREEHR/EERHAMBBEIRER
B - BRZRAUIERNETERE
BratThRERRLES -EFAL QA
RUERENR T -AFMEXFING
B B-HEEEFR _ZT-—HFAEE
XEBI0ENENFI cEENEBE—
E-HF+ A=+ —HILFEZ2HEY
SEEEFIINAT -

Attending briefings/ Reading materials/
seminars/conferences Regulatory updates
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Name of Director BEEgS HEBN NG MmEEy
BHe g8 EEEHER

Executive directors HITESE

Mr. Chen Weizhong PR & B A& v v

Mr. Sheng Mingjian B AE v v

Mr. Wang Chao THELAE v 4

Non-executive directors HHITESE

Mr. Zhang Bihong SR A v 4

Independent directors BIHNTEF

Mr. Shen Zhenchang R =F s v 4

Mr. Lei Jiasu EREEE v v

Mr. Ma Chaosong ESEAMA S A4 v 4

Internally, the Company’s senior management, including the executive
Directors, will implement a training plan and conduct training sessions
for its key staff members on a continuing basis. The Directors are
required to submit to the Company details of training sessions
undertaken by them in each financial year for the Company’s
maintenance of proper training records of the Directors.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Board and Board Committee Meetings

Under code provision A.1.1 of the Governance Code, the Board should
meet regularly and Board meetings should be held at least four times a
year at approximately quarterly intervals and under code provision A.2.7
of the Governance Code, the chairman of the board should at least
annually hold meeting with the non-executive Directors (including
independent non- executive Directors) without the executive Directors
present.

A tentative schedule for regular Board meetings for 2016 has been
provided to the Directors. At least 14 days’ notice for all regular Board
meetings will be given to all Directors and all Directors must be given
the opportunity to include items or businesses for discussion in the
agenda. For all other Board meetings, reasonable notice will be given.
Relevant agenda and accompanying Board papers will be sent to all
Directors at least three days in advance of every regular Board meeting.

All matters and decisions reached, including any concerns raised by
Directors or dissenting views expressed, will be recorded in minutes of
Board meeting or other Board committees meetings in sufficient detail.
Draft and final versions of minutes of Board/Board committee meetings
will be sent to all Directors/committee members for comment and
records respectively, within reasonable time after the respective
meetings are held. The final versions of these minutes are kept by the
Company secretary of the Company and are available for inspection at
any reasonable time on reasonable notice by any Director and auditor
of the Company.

During the year ended 31 December 2015, the Board convened a total
of 4 Board meetings, 1 Remuneration Committee meeting, 1
Nomination Committee meeting, 2 Audit Committee meetings, based
on the need of the operation and business development of the
Company. Besides, the Directors (except Mr. Shen Zhenchang) also
attended the 2015 AGM, which is the only general meeting held in
2015, to understand the views of the shareholders.
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FEIGIRDS (&)

All Board members attended the said meetings in person or by means
via telephonic conferencing, which constituting presence at a meeting
as if he has been present in person under the Articles. The Board
intends to meet at least four times per year in the future, and the
chairman of the Board intends to hold at least one meeting per year
with the non-executive Directors (including the independent non-
executive Directors) without the executive Directors present.

During the year ended 31 December 2015, the Board considers that all
meetings have been legally and properly convened in compliance with
the relevant laws and regulations (including the Listing Rules and the
Articles). With the assistance of the company secretary, the chairman
of the Board takes the lead to ensure that Board meetings and Board
committee meetings are convened in accordance with the requirements
set out in the Articles, the terms of reference of the respective Board
committees and the Listing Rules. The Director’s attendance at the
Board meetings is set out in the section headed “Attendance at Board
and Board Committee Meetings” below.

Upon making reasonable request to the Company, Board members
have the right to seek independent professional advice or services at
the Company’s expense to assist them to perform their duties to the
Company.

Should a potential conflict of interest involving substantial Shareholder(s)
or Director(s) arise and the Board considers the matter to be material,
the Company will hold a physical Board meeting to discuss and
consider the matter, instead of passing a written resolution.
Independent non-executive Directors who, and whose associates, have
no material interest in the transaction should be required to be present
at that Board meeting.

Honworld Group Limited Annual Report 2015
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BEXBIBHRE (B

Attendance at Board and Board Committee HEEEaeNEEZTEaeeS
Meetings
Attendance of each Director at all the Board meetings, Board ZEEHER T RAFETNESE
committee mestings and 2015 AGM held during 2015 is set out as Eeex EELEeesEN_T—T
follows. FHREABFEFRENBAFINAT -
Audit Nomination Remuneration
Board Committee Committee Committee 2015
meeting meeting meeting meeting AGM
—E-AF
=8 B "E 30| RRBF
Name of director EERR B2 ZEEg8E® ZEggR ZEEEE &
Executive Directors HiTEE
Mr. Chen Weizhong BRERLE
(Chairman of the Board) (BEEgx%) 4/4  N/ATEA N/A i A N/A i 11
Mr. Sheng Mingjian AR R T A 44 NATER  NATEA N/A i A 1/1
Mr. Wang Chao FBEE a4 NATER  NATEA N/A i A 1/1
Non-executive Directors FHITEE
Mr. Zhang Bihong o 989 54 5T A 4/4  N/ATER NATEA N/A N A 11
Independent non-executive BUIINTEE
Directors
Mr. Shen Zhenchang IR & %A 3/4 2/2 1/1 1/1 0N
Mr. Lei Jiasu BEXRELEE 4/4 2/2 11 11 11
Mr. Ma Chaosong BN EE 4/4 2/2 1/1 11 1/1
Provision E.1.2 of the Code provides that the chairpersons of the audit, TFAMENFEA12E R EEZ - F R
remuneration, nomination committees should be available to answer LLEERFFEREEREIARREBAFRSG
questions at the annual general meeting. Due to his other business IEEHE - BREREBEEMER  #
commitments, Mr. Shen Zhenchang, the chairman of the remuneration MEZEEEEXELIREEERELFERZ
committee was not present at the annual general meeting held on 29 T-AFRAZTNARTHRRESF
May 2015, N
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Corporate Governance Responsibilities

The Board is responsible for fulfiling the following corporate governance
responsibilities:

° develop and review the Company’s corporate governance
policies and practices and put forward recommendations to the
Board;

. review and monitor the training and continuing professional
development of Directors and senior management;

° review and monitor the Company’s policies and practices
regarding compliance with laws and regulatory provisions;

° develop, review and monitor code of conduct and compliance
manual for staff and Directors (if any);

° review the Company’s compliance with the Code and disclosure
in the corporate governance report; and

° develop shareholder communications policy and regularly review
the policy to ensure its effectiveness.

(D) CHAIRMAN AND CHIEF EXECUTIVE

Code provision A.2.1 of the Governance Code provides that the roles
of the chairman and the chief executive officer (the “CEO”) should be
separate and should not be performed by the same individual. The
division of responsibilities between the chairman and the CEO should
be clearly established and set out in writing.

Mr. Chen Weizhong (“Mr. Chen”) has continually served as both the
chairman and CEO of the Company since its incorporation. He is
responsible for managing the Board and the business of the Group.
Although this deviates from the practice in code provision A.2.1 of the
Governance Code, Mr. Chen has considerable and extensive
experience in the cooking wine industry and management in general.
The Board believes that it is in the best interest of the Company to have
an executive chairman so the Board can benefit from his knowledge of
the business and his capability in leading the Board in discussing the

strategy and long-term development of the Group.

Honworld Group Limited Annual Report 2015
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From a corporate governance point of view, the decisions of the Board
are made collectively by way of voting and therefore the chairman
should not be able to monopolize the voting result. The Board
considers that the balance of power between the Board and the senior
management can still be maintained under the current structure and
there is no imminent need to change the arrangement. The
Remuneration Committee and Nomination Committees also regularly
review the structure and composition of the Board and will make
appropriate recommendations to the Board regarding any proposed
changes.

The Board will continue to review and monitor the practices of the
Company with an aim to maintaining and implementing a high standard
of corporate governance practices.

Mr. Chen, as the chairman of the Board, is responsible for ensuring that
the Directors receive in a timely manner, adequate information which is
accurate, clear, complete and reliable. He ensures that all Directors are
properly briefed on issues arising at the Board meetings. Mr. Chen is
also responsible for ensuring good corporate governance practices and
procedures are established, all Directors make full and active
contribution to the Board’s affairs, and the Board acts in the best
interests of the Company and its Shareholders.

Under the leadership of Mr. Chen, the Board works effectively and
performs its responsibilities with all key and appropriate issues
discussed in a timely manner. Appropriate steps are taken to provide
effective communication between the Shareholders and the Board. Mr.
Chen will ensure appropriate steps are taken and the Shareholders’
views are communicated to the Board as a whole.

A culture of openness and constructive relations among Directors are
promoted within the Board, facilitating effective contribution of non-
executive Directors and ensuring constructive relations between
executive and non-executive Directors.

In the year ended 31 December 2015, Mr. Chen, the chairman of the
Board has met with the independent non-executive Directors (without
the presence of the executive Directors) once to discuss, and obtain
independent views of, the Board affairs.
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(E) BOARD COMMITTEES (E)EE=ZE8

42

Delegation by the Board

The Board is supported by the Board Committees, and the Board has
delegated various responsibilities to the Board Committees, namely the
Audit Committee, Remuneration Committee and the Nomination
committee. All Board Committees perform their distinct roles in
accordance with their respective terms of reference which are available
to public on the websites of the Company and the Stock Exchange.

The Company has provided the Board Committees with sufficient
resources and the Board Committees may seek independent
professional advice as and when required at the Company’s expense.

Audit Committee

The Company established the Audit Committee on 17 December 2013
with written terms of reference in compliance with the Rules Governing
the Listing of Securities (the “Listing Rules”) on the Stock Exchange and
the Governance Code. The Audit Committee has three members,
namely Mr. Ma Chaosong, Mr. Lei Jiasu and Mr. Shen Zhenchang. Mr.
Ma Chaosong, the Company’s independent non-executive Director,
has been appointed as the chairman of the Audit Committee, and
possess the appropriate professional qualifications required under the
Listing Rules. The Audit Committee has access to professional advise,
if required, and is provided with sufficient resources to perform its
duties.

The primary responsibilities of the Audit Committee are to review and
supervise the financial reporting process, financial control, internal
control and risk management systems of the Company, nominate and
monitor external auditor, oversee the audit process and perform other
duties and responsibilities as assigned by the Board on an annual
basic.

During the year ended 31 December 2015, the Audit Committee has
convened two meetings, with all members present in person or through
telephonic conferencing, during which the following works were

performed:

° Assessed the independence of the Company’s auditors;
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CORPORATE GOVERNANCE REPORT (CONTINUED)

o Discussed with external auditors about the scope of work and
fees in respect of their audit work for the year ended 31
December 2015;

° Met with the Company’s external auditor to discuss the audit
procedures and accounting issues;

o Reviewed and discussed the audited annual results for the year
ended 31 December 2015 and the unaudited interim results for
the six months ended 30 June 2015 with the senior management
of the Company and external auditor;

° Reviewed the financial controls, internal control and risk
management systems of the Group;

o Reviewed the accounting policies adopted by the Group and
other issues related to the Company’s accounting practice; and

° Appointment of external auditors (subject to AGM approval) and
arrangements for the employees to raise concerns about
possible improprieties.

The terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

The attendance of the Audit Committee members at the above meeting
is set out in the above section headed “Attendance at Board and Board
Committee Meetings”.

Remuneration Committee

The Company established the Remuneration Committee on 17
December 2013 with written terms of reference in compliance with the
Listing Rules and the Governance Code. The Remuneration Committee
has three members, namely Mr. Shen Zhenchang, Mr. Lei Jiasu and
Mr. Ma Chaosong. Mr. Shen Zhenchang, the Company’s independent
non-executive Director, has been appointed as the chairman of the
Remuneration Committee. The Remuneration Committee has access
to professional advise, if required, and is provided with sufficient
resources to perform its duties.
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The primary duties of the Remuneration Committee are to review,
determine and make recommendations to the Board on the policy and
structure of the remuneration (including bonuses and other
compensation) payable to the Directors and senior management and
make recommendations on employee benefit arrangements.

The Remuneration Committee is also responsible to establish a formal
and transparent procedure for development of remuneration policy, and
ensuring no Director or his/her associate is involved in deciding his/her
own remuneration. The Remuneration Committee will consult with
chairman of the Board about the remuneration proposals for the other
executive Directors.

The Remuneration Committee of the Company held one meeting in
2015 with all members present in person or through telephonic
conferencing, to review and make recommendations on the existing
remuneration packages of all Directors and senior management. The
attendance of the Remuneration Committee members at the above
meeting is set out in the section headed “Attendance at Board and
Board Committee Meetings” above.

The terms of reference of the Remuneration Committee is available on
websites of the Company’s website and the Stock Exchange.
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Pursuant to code provision B.1.5 of the Governance Code, the annual BIEEETAZFREXEBASK - &
remuneration of the members of the senior management by band for E-_ET—RFE+-_A=+—"BIFES
the year ended 31 December 2015 is set out below: mEEEKE KRHINGEE 5 2 FE H
Hymr

Number of
Remuneration band (RMB) Individual
FMEE(ARY) A
Nil-1,000,000 Z=-1,000,000 4

Details of the remuneration of each Director for the year ended 31
December 2015 are set out in Note 8 to the financial statements in this
annual report.
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Nomination Committee

The Company established the Nomination Committee on 17 December
2013 with written terms of reference in compliance with the Listing
Rules and the Governance Code. The Nomination Committee consists
of three members, namely Mr. Lei Jiasu, Mr. Shen Zhenchang and Mr.
Ma Chaosong. Mr. Lei Jiasu, the Company’s independent non-
executive Director, has been appointed as the chairman of the
Nomination Committee. The Nomination Committee has access to
professional advice, if required, and is provided with sufficient resources
to perform its duties.

The primary duties of the Nomination Committee are to review the
structure, size and composition of the Board annually and make
recommendations on any proposed changes to the Board
compositions to complement the Company’s corporate strategy. The
Nomination Committee is also responsible for identifying suitably
qualified individuals and making recommendations to the Board on the
appointment or re-appointment of Directors and succession planning of
Directors. Furthermore, it also assesses the independence of the
independent non-executive Directors.

The Nomination Committee has held one meeting in 2015, during
which the diversity, structure, size and composition of the Board, the
independence of the independent non-executive Directors and the
qualifications of the retiring directors standing for re-election at the
2015 AGM were reviewed and considered, and relevant
recommendation was made to the Board. The attendance of the
Nomination Committee members at the above meeting is set out in the
section headed “Attendance at Board and Board Committee Meetings”
above.

In assessing the Board composition, the Nomination Committee takes
into account the various aspects set out in the Board Diversity Policy,
including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and industry
and regional experience. The Nomination Committee discussed and
agreed on measurable objectives for achieving diversity on the Board,
where necessary, and recommends them to the Board for adoption.
The Nomination Committee considers an appropriate balance of
diversity perspective of the Board is maintained. The Board Diversity
Policy shall be reviewed by the Nomination Committee annually, as
appropriate, to ensure its effectiveness.
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(F)

In selecting candidates for directorship of the Company, the Nomination
Committee makes reference to certain criteria such as the Company’s
needs, the integrity, experience, skills and professional knowledge of
the candidate, board diversity aspects and the amount of time and
effort that the candidate will devote to discharge his/her duties and
responsibilities. External recruitment professionals might be engaged to
carry out selection process when necessary.

The terms of reference of the Nomination Committee is available on the
websites of the Company and the Stock Exchange.

COMPLIANCE ADVISOR

The Company has appointed TC Capital Asia Limited as its compliance
advisor pursuant to Rule 3A.19 of the Listing Rules. Pursuant to Rule
3A.23 of the Listing Rules, the compliance advisor will advise the
Company under the following circumstances:

° the publication of any regulatory announcement, circular or
financial report;

° where a transaction, which might be a notifiable or connected
transaction, is contemplated including share issues and share
repurchases;

o where the Company proposes to use the proceeds of the IPO in
a manner different from that detailed in the Prospectus or where
the Company’s business activities, developments or results
deviate from any forecast, estimate, or other information as set
out in the Prospectus; and

° where the Stock Exchange makes an inquiry of the Company
under Rule 13.10 of the Listing Rules.

The term of the appointment has commenced on the Listing Date and
will end on the date on which the Company distributes the annual
report in respect of the financial results for the financial year ended 31
December 2015 in accordance with Rule 13.46 of the Listing Rules and
such appointment may be subject to extension by mutual agreement.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

(G) AUDITORS’ REMUNERATION

The remuneration paid or payable to the Company’s external auditor,
Ernst & Young, during the year ended 31 December 2015 is set out
below:

FEIGIRDS ()

(G) & BLE A <

BE-_FT-—RAF+-_A=1+T—HLLF
B BENRENTARRINEZEE L
KEFEEHRZMEHIMT

Remuneration Paid/

Payable

et BN

RMB’000

Service Category R E R ARET T

Audit Services Z R 1,360
Non-audit Services IERZ E RS

— Agreed upon —HERF 300

Total rEr 1,660

The Audit Committee has expressed its views to the Board that the
level of fees paid/payable to the Company’s external auditors for annual
audit and non-audit services is reasonable. There has been no major
disagreement between the auditors and the management of the
Company during the year ended 31 December 2015.

The Audit Committee is responsible to make recommendation to the
Board as to the appointment, reappointment and removal of the
external auditors. There is no disagreement between the Board and the
Audit Committee regarding the re-appointment of Ernst & Young as the
Company’s external auditors for the financial year ending 31 December
2016 which is subject to the approval by the Shareholders at the
forthcoming AGM of the Company to be held on or before 30 June
2016 (2016 AGM”).
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FEIGIRDS (&)

(H) DIRECTORS’ RESPONSIBILITY FOR

U]

FINANCIAL REPORTING IN RESPECT
OF THE FINANCIAL STATEMENTS

The Directors acknowledge that it is their responsibility to prepare
accounts of the Group and other financial disclosures required under
the Listing Rules and the Company’s management will provide
information and explanation to the Board to enable it to make informed
assessments of the financial and other decisions.

The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

The statement of the auditors of the Company in respect of their
reporting responsibilities on the Company’s financial statements for the
year ended 31 December 2015 is set out in the “Independent Auditors’
Report” contained in this annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for maintaining effective risk management and
internal controls and conducting regular review on the effectiveness of
the risk management and internal control system of the Company.
Procedures have been designed for safeguarding assets against
unauthorized use or disposition, maintaining of proper accounting
records for the provision of reliable financial information for internal use
or for publication, and ensuring compliance of applicable laws, rules
and regulations. However, the system can only provide reasonable but
not absolute assurance against misstatements or losses.

The Board is responsible for presenting a balanced and clear
assessment of the Group’s performance and prospects. Management
of the Company provides all relevant information to the Board, giving its
members sufficient information and explanation that it needs to
discharge their responsibilities.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

During the year ended 31 December 2015, the Audit Committee and
the Board conducted a review of the effectiveness of the risk
management and internal control system of the Company, respectively
including the adequacy of resources, staff qualifications and
experiences, training programs and budget of the Company’s
accounting and financial reporting function. The Board considers that
there are no significant defects in the Company’s risk management and
internal control systems in terms of completeness, reasonableness and
effectiveness.

The Articles set out matters which are specifically reserved to the Board
for its decision. The management team of the Company holds meetings
regularly to review and discuss with executive Directors on daily
operational issues, financial and operating performance as well as to
monitor and ensure the management properly implement the directions
and strategies set by the Board.

The senior management of the Company has provided the Board with
sufficient explanation and information to enable the Board to make an
informed assessment of financial and other information put before it for
approval.

Currently, the Group has not established an internal audit function. The
Board has reviewed the need for setting up an internal audit function
within the Group, and is of the opinion that in view of the current scale
and nature of the operations of the Group, it is more cost effective to
appoint external independent professionals to carry out internal audit
services for the Group.

The Board will continue, with the assistance of the Audit Committee
and external independent professionals if necessary, to review and
improve the Group’s internal controls system, taking into account the
prevailing regulatory requirements, the Group’s business development
and the interests of shareholders.
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(J) COMPANY SECRETARY W) 2EIME

50

Mr. Au Wai Keung (“Mr. Au”) served as the company secretary of the
Company during the year ended 31 December 2015. Mr. Au is a
director of Arion and Associates Limited, a corporate secretarial and
accounting services provider in Hong Kong. Mr. Au possesses the

BE_T-RAF+-_A=1+—HLL#F
Ft* EEBREE(BEE]DEEARF

REAME—B-BEER—HKBBLE
wWE R e RS JEFﬁEEﬂ*A”r$a%

professional qualifications that the Stock Exchange has considered ﬁﬁ BREARZEZ BELHBAHR
acceptable and has taken no less than 15 hours of professional training RO 2HEER W EA% 2-F—1 i
during the year ended 31 December 2015. +ZA=+—HLEFEEZTLRI15/N

Mr. Au’s primary contact person at the Company is Mr. Chen
Weizhong, the chairman, CEO and executive Director of the Company.

Mr. Au is responsible for providing advice to the Board on corporate
governance matters.

(K) SHAREHOLDERS’ RIGHT

To safeguard Shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at general meetings,
including the election of individual Directors. All resolutions put forward
at Shareholders’ meetings will be voted on by poll pursuant to the
Listing Rules and poll results will be posted on the websites of the
Company (www.hzlaohenghe.com) and Stock Exchange after each
Shareholders’ meeting. The Articles allow a Shareholder to attend and
vote at a general meeting or to appoint a proxy, who needs not be a
Shareholder, to attend the meeting and vote thereat on his/her/its
behalf.

Pursuant to the Articles, any one or more Shareholders holding at the
date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings
of the Company shall have the right, by written requisition to the Board
or the secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition, and such meeting shall be held within two
months after the deposit of such requisition. If within 21 days of such
deposit the Board fails to proceed to convene such meeting, the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

With respect to the Shareholders’ right in proposing persons for
election as Directors, please refer to the procedures available on the
website of the Company.

There is no provision allowing Shareholders to move new resolutions at
general meetings under the Cayman Islands Companies Law or the
Articles. Shareholders who wish to move a resolution may request the
Company to convene a general meeting following the procedures set
out in the preceding paragraph.

Shareholders and potential investors are welcome to communicate with
the Company by email: xingzheng@hzlaohenghe.com. Shareholders
may also put forward their written enquiries or requisitions to the Board
at Balidian Town, Food and Industrial Park, Wuxing District, Huzhou
City, PRC (Attention: the Board of Directors).

INVESTOR RELATIONS

The Company believes that effective and proper investor relations play
a vital role in creating Shareholders’ value, enhancing the corporate
transparency as well as establishing market confidence. The Company
discloses information in compliance with the Listing Rules, and
publishes periodic reports and announcements to the public in
accordance with the relevant laws and regulations. The primary focus
of the Company is to ensure information disclosure is timely, fair,
accurate and complete, thereby enabling Shareholders, investors as
well as the public to make rational and informed decisions. Updated
key information and business development of the Group are also
available on the Company’s website to enable Shareholders and
investors to have timely access to information about the Group.

The Company also endeavours to maintain an on-going dialogue with
Shareholders and in particular, through general meetings which
provides a forum for Shareholders to raise comments and exchange
views with the Board. Directors (or their delegates as appropriate) will
be available at the AGMs of the Company to address Shareholders’
queries.

The Company will continue to take measures to ensure effective
Shareholders’ communication and transparency.

There has been no change in the Articles since the Listing Date. An up
to date version of the Articles is available on the websites of the Stock
Exchange and the Company.
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The 2015 AGM was an important occasion where the Board and the
Shareholders could communicate directly with each other. The
chairmen of the Board, the directors and the external auditor, Ernst &
Young, were present at the 2015 AGM to communicate with the
Shareholders. The 2015 AGM circular distributed to all Shareholders
before the 2015 AGM contained information regarding the proposed
resolutions.

In addition, the Company has announced its annual and interim results
in a timely manner in accordance with the requirements of the Listing
Rules.

The Company will strive to strengthen investor relationships and

maintain transparency of the operating strategies, financial performance
and development prospects of the Company.
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The Board is pleased to present the annual report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2015.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands on 4 December 2012
as an exempted company with limited liability under the Companies Law of
the Cayman Islands. The Company is an investment holding company, and
its subsidiaries established in the PRC are primarily engaged in the
manufacturing of cooking wine and other condiment products in China under
the “Lao Heng He” ( 1871 ] ) brand.

The activities and particulars of the Company’s subsidiaries are shown under
Note 1 to the financial statements. An analysis of the Group’s revenue and
operating profit for the year by principal activities is set out in the section
headed “Management Discussion and Analysis” in this annual report and
Note 5 and Note 6 to the financial statements in this annual report.

RESULTS AND DIVIDEND

The consolidated results of the Group for the year ended 31 December 2015
are set out on pages 71 to 78 of this annual report.

The Board is pleased to recommend the payment of a final dividend of
RMB8.8 cents per ordinary Share (the “Proposed Final Dividend”) for the
year ended 31 December 2015. Subject to the approval of the Proposed
Final Dividend by the Shareholders at the 2016 AGM to be held on or before
30 June 2016, it is expected and, if approved, that the Proposed Final
Dividend will be payable on or before 30 June 2016 to the Shareholders
whose names are listed on the register of members of the Company on 13
June 2016.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

CLOSURE OF THE REGISTER OF
MEMBERS

(A)

(B)

For Determining the Entitlement to Attend and Vote
at the 2016 AGM

The register of members of the Company will be closed from 27 May
2016 to 31 May 2016 (both days inclusive), during which period no
transfer of Shares will be effected. In order to determine the identity of
members who are entitled to attend and vote at the 2016 AGM, all
Share transfer documents accompanied by the relevant Share
certificates must be lodged with the Company’s branch share registrar
and transfer office in Hong Kong, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong not later than 4:30 p.m. on
26 May 2016.

For Determining the Entitlement to the Proposed
Final Dividend

The register of members of the Company will be closed from 10 June
2016 to 13 June 2016, (both days inclusive), during which period no
transfer of Shares will be registered. In order to qualify for the Proposed
Final Dividend, all completed Share transfer forms accompanied by the
relevant Share certificates must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong for
registration no later than 4:30 p.m. on 8 June 2016.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the Group for
the last five financial years is set out on pages 3 to 4 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in Note 13 to the financial statements in this annual
report.
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DIRECTORS’ REPORT (CONTINUED)

EQUITY-LINKED AGREEMENTS

There were no equity-linked agreements entered into by the Group, or
existed during the year ended 31 December 2015.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the year
ended 31 December 2015 are set out in Note 25 to the financial statements
in this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles, or the laws
of Cayman lIslands, which would oblige the Company to offer new Shares on
a pro-rata basis to existing Shareholders.

DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company’s reserves available for distribution
amounted to RMB644.5 million of which RMB45.7 million has been proposed
as a final dividend for the year ended 31 December 2015.

RESERVES

Details of the movement in the reserves of the Group and of the Company
during the year ended 31 December 2015 are set out in Note 26 to the
financial statements in this annual report.

BANKING FACILITIES AND OTHER
BORROWINGS

Details of the borrowings are set out in the section headed “Management
Discussion and Analysis” in this annual report and Note 21 and Note 22 to
the financial statements in this annual report.

The Directors are not aware of any circumstances which would give rise to
disclosure obligation pursuant to the requirements under Rule 13.18 of the
Listing Rules as at 31 December 2015.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during 2015.

DIRECTORS

The Directors who held office during the year ended 31 December 2015 and
up to the date of this annual report are:

Executive Directors

Mr. Chen Weizhong (Chairman)
Mr. Sheng Mingjian
Mr. Wang Chao

Non-executive Director

Mr. Zhang Bihong

Independent Non-executive Directors

Mr. Shen Zhenchang
Mr. Ma Chaosong
Mr. Lei Jiasu

Pursuant to the provisions in the Articles and the wishes of the Directors, Mr.
Zhang Bihong, Mr. Sheng Mingjian and Mr. Wang Chao will retire from office
as Director by rotation at the forthcoming 2016 AGM and, being eligible, offer
themselves for re-election.

The Company’s circular to be despatched to Shareholders will contain
detailed information of the Directors standing for re-election.

INDEPENDENCE OF THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Board has received from each of the independent non-executive
Directors, an annual confirmation of his independence pursuant to Rule 3.13
of the Listing Rules, and considers that all the independent non-executive
Directors are independent.
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DIRECTORS’ REPORT (CONTINUED)

BIOGRAPHICAL DETAILS OF THE
DIRECTORS AND THE SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management of the Group
as at the date of this annual report are set out in the section headed “Profile
of Directors and Senior Management” on pages 14 to 19 of this annual
report.

DIRECTORS’ SERVICE CONTRACTS

As at 31 December 2015, none of the Directors (including those Directors
proposed for re-election at the forthcoming 2016 AGM) has a service contract
with the Company or any of its subsidiaries which is not determinable by the
Company or its subsidiaries, as applicable, within one year without payment
of compensation (other than statutory compensation).

CONTRACTS WITH DIRECTORS AND
CONTROLLING SHAREHOLDERS

No contract of significance (as defined under Notes 16.1 and 16.2 of
Appendix 16 to the Listing Rules) has been entered into between the
Company or any of its subsidiaries and a controlling Shareholder or any of its
subsidiaries during the year ended 31 December 2015.

No contract of significance (as defined under Notes 15.2 and 15.3 of
Appendix 16 to the Listing Rules) which the Company or any of its
subsidiaries was a party, and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2015.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

COMPENSATION OF DIRECTORS AND
SENIOR MANAGEMENT

The emoluments of the Directors and senior management members of the
Group are decided by the Board with reference to the recommendation given
by the Remuneration Committee, having regard to the Group’s operating
results, individual performance and comparable market statistics.
The remuneration (including fees, salaries and other benefits, retirement
benefit scheme contribution) paid to the Company’s Directors in aggregate
for the years ended 31 December 2014 and 2015 were approximately
RMB1,034,000 and RMB1,248,000, respectively.

The remuneration (including salaries and other benefits, retirement benefit
scheme contribution) paid to our Group’s five highest paid individuals in
aggregate for the years ended 31 December 2014 and 2015 were
approximately RMB450,000 and RMB147,000, respectively.

For the year ended 31 December 2015, no emoluments were paid by our
Group to any director of the Company or any of the five highest paid
individuals as an inducement to join or upon joining our Group or as
compensation for loss of office. None of the directors has waived any
emoluments for the year ended 31 December 2015.

Details of the Directors’ emoluments and the emoluments of the five highest
paid individuals in the Group are set out in Note 8 and Note 9 of the financial
statements in this annual report.

Except as disclosed above, no other payments have been made or are
payable, for the year ended 31 December 2015, by our Group to or on behalf
of any of the Directors.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, none of the Directors nor the controlling Shareholders of the
Company or their respective associates (as defined in the Listing Rules) had
any interest in a business that competed or was likely compete with, either
directly or indirectly, the business of the Group.
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DIRECTORS’ REPORT (CONTINUED)

On 8 January 2014, Mr. Chen Weizhong and Key Shine Global Holdings
Limited (the “Covenanters”), and the Company (for itself and as trustee for
each of its subsidiaries) entered into a deed of non-competition (the “Non-
competition Deed”), pursuant to which each of the Covenanters has
irrevocably, jointly and severally given certain non-competition undertakings
to the Company (for itself and as trustee for each of its subsidiaries). Details
of which are set out in the section headed “Relationship with Our Controlling
Shareholders — Non-competition Undertaking” in the Prospectus.

The Covenanters declared that they have complied with the Non-competition
Deed. The independent non-executive Directors have conducted such review
for the year ended 31 December 2015 and also reviewed the relevant
undertakings and are satisfied that the Non-competition Deed has been fully
complied.

PERMITTED INDEMNITY PROVISION

The Company maintained Directors’ liability insurance to protect them from
any loss to which the Directors of the Company might be liable arising from
their actual or alleged misconduct.

MANAGEMENT CONTRACTS

Other than the Directors’ service contracts and appointment letters, no
contract concerning the management and administration of the whole or any
substantial part of the business of the Group were entered into or in existence
as at the end of the year or at any time during 2015.

LOAN OR GUARANTEE FOR LOAN
GRANTED TO THE DIRECTORS

During 2015, the Group had not made any loan or provided any guarantee for
any loan, directly or indirectly, to the Directors, senior management, its
ultimate controlling Shareholders or their respective connected persons.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVE SECURITIES

As at 31 December 2015, the interests or short positions of the Directors and
chief executive of the Company in the Shares, underlying Shares or
debentures of the Company or any of the associated corporations, within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQ”),
which (a) were required to be notified to the Company and the Stock
Exchange pursuant to Division 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have under
such provisions of the SFO); or (b) were required, pursuant to section 352 of
the SFO, to be recorded in the register referred to therein; or (c) were required
to be notified to the Company and the Stock Exchange pursuant to the Model
Code:

Interests in Shares and underlying Shares of the
Company as at 31 December 2015

—_—
=

XIE.I

THRAERRE S

E)I(Zl

E=
Z T
R-ZFE-—RF+-_A=+—H XARAE=
&FWH&AE%$ B A BOE R G
EREFLBMEGINTESRBAERGDE
XVER) 2 Bty ~ B REH T B @RIE
EFMBERNEXNVEETRESDMBANE
ARA R (BRREES RPEERNIZ
ZEGNRERERIEEERAE 2 AR
KR RORIEBEEF M E K P E3521% 8
.:Eﬁ‘ﬁf’é%\xﬁﬁﬂ A S RIFEIZLE ST A
ARG AR P HEEmBOR A

BEz_Z-AF+-A=+—HR
R RAQFEBERD 2 ER

Approximate
percentage of
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Underlying issued share

Capacity/Nature of Interest Shares capital

HARRF

ERITRA

Name of Director EEHNS B EENE HERDPEE BHOUE I
Mr. Chen Weizhong PR 137 B e A interest in a controlled corporation 278,169,750 53.62%

Rt EEEE

Save as disclosed above and to the best knowledge of the Directors, as at 31
December 2015, none of the Directors or the chief executive of the Company
has any interests and/or short positions in the Shares, underlying Shares or
debentures of the Company and or any of its associated corporations (within
the meaning of Part XV of the SFO) which will have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which each of them has
taken or deemed to have taken under the SFO) or which will be required,
pursuant to section 352 of the SFO, to be entered in the register referred to
therein or which will be required, pursuant to the Model Code, to be notified
to the Company and the Stock Exchange.
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DIRECTORS’ REPORT (CONTINUED)

DIRECTORS’ RIGHTS TO PURCHASE
SHARES OR DEBENTURES

At no time during the year ended 31 December 2015 or the period following
31 December 2015 up to the date of this annual report, was the Company or
any of its subsidiaries or holding company or any of the subsidiaries of the
Company’s holding company a party to any arrangement to enable the
Directors or the chief executive of the Company or their respective associates
to acquire benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate and none of the Directors and
chief executive, or their spouse and children under the age of 18, had any
right to subscribe for the securities of the Company, or had exercised any
such right during such period.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SECURITIES

As at 31 December 2015, so far as are known to the Board, the following
parties were recorded in the register, kept by the Company pursuant to
Section 336 of the SFO, as being directly or indirectly interested or deemed
to be interested in 5% or more of the issued share capital of the Company:
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

Long positions in the Shares and underlying Shares of BEZE=-ZE—-—HF+=ZA=+—HR
the Company as at 31 December 2015 ARAABROAEEERAZHR
Approximate

percentage of
the Company’s

Number of issued Share
Nature of interests Shares held capital”
EARATE BT
Name o ERME BERAEAE BASAEIHY
Key Shine Global Holdings Limited® Key Shine Global Holdings Beneficial Owner 278,169,750 53.62%
Limited” ERBEAA
Mr. Chen Weizhong REREE Interest in a controlled corporation 278,169,750 53.62%
XEHEERER
Ms. Xing Liyu® MR EL L Interest of spouse 278,169,750 53.62%
B 48 7 21
China Construction Bank Corporation” s B2 :%4R1TIRNE R Person having a security interest 100,300,000 19.33%
NI in shares
BERNERER AT
Mr. Xie Zhikun RERTE Interest in a controlled corporation 72,625,000 14%
XEHEEER
Hwabao Overseas Markets Investment  fEE o33 INMIZIR A 25T £5|  Beneficial Owner 72,625,000 14%
No. 2 QDII Single Unit Trust Plan 32-8 ~ 32-8HIQDIE—& 423 EHHA A
EHE
Chongging Zhongxin Rongbang EEFHBARERDL Interest in a controlled corporation 72,625,000 14%
Investment Center (Limited Partnership) (BIR& %) X EEER
Chongaing Zhongxin Rongchuang EEPHRAIKRE Interest in a controlled corporation 72,625,000 14%
Investment Limited BRAA XEHEEER
China Innovative Capital TR AIE AN E IR Interest in a controlled corporation 72,625,000 14%
Management Limited BERAE TAE A B
Beijing Zhonghai Jiacheng Capital ERPERHEARERE Interest in a controlled corporation 72,625,000 14%
Management Limited BRAA XEHEEER
Notes: P 3 -

(1) The percentage of shareholding is calculated on the basis of 518,750,000 issued (1) WREBEALDERARATAR T —HF+=
shares of the Company as at 31 December 2015. A =+4+—H 518,750,000/ B #1T R 5T & °

(2)  The entire issued share capital of Key Shine Global Holdings Limited is legally ~ (2)  Key Shine Global Holdings Limited #) & & £ 2 17
and beneficially owned by Mr. Chen Weizhong. BRAHREBEBRELESEZE=ES -

(3)  Ms. Xing Liyu is the spouse of Mr. Chen Weizhong. Under the SFO, Ms. Xing (3) M EZ T AMREELENIRM - RIEES
Liyu is deemed to be interested. MEBEGEN B ELLtHEAEBERRR
MEB AR -

(4  Key Shine Global Holdings Limited charged 100,300,000 Shares to China 4} R Z=F—H%+—FF7 H + Key Shine Global

Construction Bank Corporation on 16 November 2015, as security for its Holdings % #f & 100,300,000 f% % 15 & 1 T

subscription of a note issued by Key Shine Global Holdings limited. PEEREBITROARRAR  EAHRHEKey
Shine Global Holdings Limited # 7 #) 22 #& 2 &
# o
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DIRECTORS’ REPORT (CONTINUED)

MAJOR SUPPLIERS AND CUSTOMERS

In the year ended 31 December 2015, the Group’s largest customer
accounted for 17.3% of the Group’s total revenue. The Group’s five largest
customers accounted for 60.7% of the Group’s total revenue.

In the year ended 31 December 2015, the Group’s largest supplier accounted
for 19.1% of the Group’s total purchases. The Group’s five largest suppliers
accounted for 57.8% of the Group’s total purchases.

Saved as disclosed above, none of the Directors or any of their associates (as
defined under the Listing Rules) or any Shareholders (which, to the best
knowledge of the Directors, owns more than 5% of the Company’s issued
share capital) has any beneficial interest in the Group’s five largest suppliers
or the Group’s five largest customers.

EMPLOYEES

As at 31 December 2015, the Group had approximately 303 full-time
employees, as compared to 329 employees as at 31 December 2014. The
Group enters into employment contracts with its employees to cover matters
such as position, term of employment, wage, employee benefits and liabilities
for breaches and grounds for termination. Remuneration of the Group’s
employees includes basic salaries, allowances, bonus and other employee
benefits and are determined with reference to their experiences, qualifications,
competence and general market conditions.

The emoluments payable to the Directors will depend on their respective
contractual terms under their employment contracts or service agreements as
approved by the Remuneration Committee and Nomination Committee,
having regard to the Company’s operating results, individual performance and
comparable market statistics. No Director should determine his or her own
remuneration.

Details of the Directors’ emoluments and emoluments of the five highest paid
individual in the Group are set out in Notes 8 and 9 to the financial statements
in this annual report.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

RETIREMENT BENEFITS SCHEME

The Company participates in the Mandatory Provident Fund Schemes (“MPF
Schemes”) registered under the Mandatory Provident Scheme Fund
Ordinance. The contributions represent contributions payable to the MPF
Schemes by the Company in accordance with government regulations.

The employees employed in the PRC subsidiaries are members of the state-
managed retirement benefits schemes operated by the PRC government. The
PRC subsidiaries are required to contribute to the retirement benefits
schemes based on a certain percentage of their payroll to fund the benefits.
The only obligation of the Group with respect to these retirement benefits
schemes is to make the required contributions under the schemes.

Contributions paid or payable for these retirement benefits schemes for the
year of 2015 are RMB2.7 million (2014: RMB1.7 milion). No forfeited
contributions are available to reduce the contribution payable by the Group in
future years.

CONTINUING CONNECTED
TRANSACTION

During the year ended 31 December 2015, our Group has not entered into
any connected transaction or continuing connected transaction which should
be disclosed pursuant to the requirements of chapter 14A of the Listing
Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group for the year ended 31
December 2015, which did not constitute connected transactions under
chapter 14A of the Listing Rules are set out in Note 30 of the financial
statements in this annual report.
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DIRECTORS’ REPORT (CONTINUED)

CORPORATE GOVERNANCE

The Company places high value on its corporate governance practice and the
Board firmly believes that a good corporate governance practice can improve
accountability and transparency for the benefit of the Shareholders of the
Company.

The Company has adopted the Governance Code as its own code to govern
its corporate governance procedures. The Board also reviews and monitors
the practices of the Company from time to time to maintain and improve a
high standard of corporate practice practices.

Save as disclosed in the Corporate Governance Report on pages 31 to 52 of
this annual report, the Company has complied with the Governance Code in
the year ended 31 December 2015. Information on the corporate governance
practice adopted by the Company is set out in the Corporate Governance
Report on pages 31 to 52 of this annual report.

INDEPENDENCE OF EXTERNAL AUDITOR

The Audit Committee is mandated to monitor the independence of the
external auditor to ensure true objectivity in the financial statements. All
services provided by the external auditor are required to be approved by the
Audit Committee. To ensure that the policy of restricting the non-audit work
done by the external auditor is strictly adopted by all entities within the Group,
appropriate policies and procedures have been established for approval of
engagement of the Group’s independent external auditor, Ernst Young, to
provide services to the Group.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group endeavours to maintain sustainable development in the long term,
continuously create value for its employees and customers, and foster good
relationships with its suppliers. The Group understands that employees are its
valuable assets, and the realisation and enhancement of employees’ values
will facilitate the achievement of the Group’s overall goals. For the year ended
31 December 2015, the Group provided generous social security benefits to
its employees to motivate them while heightening their sense of belonging.
The Group also understands the importance of maintaining good relationships
with its suppliers and customers to the overall development of the Group. The
Group places emphasis on supplier selection and encourages fair and open
competition to foster long-term relationships with quality suppliers on the
basis of mutual trust. To maintain the competitiveness of its brand and
products, the Group abides by the principles of honesty and trustworthiness
and commits itself to consistently provide quality products to establish a
reliable service environment for its customers. For the year ended 31
December 2015, there was no significant and material dispute between the
Group and its suppliers and/or customers.

SOCIAL RESPONSIBILITY

Environment and Society

As a listed company, the Company has been active to fulfil its social
responsibilities, focus on environmental protection for many years. We take
into account this responsibility as an important factor in all aspect. This means
that we not only focus on the production, but also focus on all the other aspect
ranging from procurement to administration. The Group will adopt the best
practice measures as far as possible and reasonable. The relevant functional
departments will consider the environmental management by assessing the
policy, strategies, objectives, implementation and measurement method in
terms of the pollution of water, noise and the other wastes.
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DIRECTORS’ REPORT (CONTINUED)

During the year under review, the Group has always followed the environment
policy, strictly complied with national laws and regulations and emission
standards, and has achieved the GB/T24001-2004 and 1SO14001:2004
certifications. The Group has been inspected many times by relevant
government institutions on sewage discharge during the year and no violation
of laws, regulations has been found. In addition, the Company also appointed
a third party professional institution to assess the environmental indicators
including noise and water regularly. Our objective is to control environment
risks effectively and ensure the pollutant can reach the standard of discharge.

WARRANTS

On 2 September 2014 (the “Issue Date”), the Company successfully issued
100,000,000 warrants to an independent third party investor Power Success
Global Investments Limited (the “Subscriber”) at the issue price of HK$0.10
per warrant, each warrant conferring the rights to the Subscriber to subscribe
for one share at a subscription price of HK$8.00 per share, subject to
adjustment, during a period of 12 months commencing from the Issue Date.
The warrants have expired on 1 September 2015, and no warrants have been
exercised.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company and
within the knowledge of the Board, as at the date of this annual report, the
Company has maintained the public float as required by the Listing Rules.

COMPLIANCE WITH LAWS AND
REGULATIONS

During the year, so far as known to the Directors, there was no non-
compliance with any relevant laws and regulations which would have a
material impact on the Group.

EVENTS AFTER THE REPORTING PERIOD

There are no material subsequent events undertaken by the Company or by
the Group after 31 December 2015.
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DIRECTORS’ REPORT (CONTINUED)
EFBRS (B

AUDITORS = EEm

At the annual general meeting of the Company held on 29 May 2015, itwas —Z—F&F A -+ AL BEIFZ A QA KE
approved that Ernst & Young was re-appointed as the international and PRC A K@ Bt ED BRI T — A FEE Lk
auditors of the Company respectively for the year 2015, and the Board was @ it B E KA AN QD 7 2 BB & A B 1% &
authorised to determine and approve their remunerations. B Wi EEeE T I EELEE -

The consolidated financial statements of the Group for the year ended 31 AEE#HE -—"ET—HAF+_A=-+—HII &

December 2015 have been audited by Ernst & Young. EZHeMERRe AT Ke:TMESME
% o

MEMORANDUM AND ARTICLES OF HEBERE MR AR

ASSOCIATION

There was no change in the Company’s memorandum and articles of 7K /A &) 2 48 4% = 52 K 48 & 40 81 4 7 3 4 (T {7

association during the year. gEo

On behalf of the Board REEFE

Chen Weizhong R & 8

Chairman TE

Hong Kong, 29 March 2016 "R ZE-RE=ZAZT+TNAH
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INDEPENDENT AUDITORS’ REPORT

s
EY=x

Independent auditors’ report
To the shareholders of Honworld Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Honworld Group
Limited (the “Company”) and its subsidiaries set out on pages 71 to 140,
which comprise the consolidated statement of financial position as at 31
December 2015, 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 a summary of significant accounting policies and

other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in accordance
with International Financial Reporting Standards issued by the International
Accounting Standard Board and the disclosure requirement of 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.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. Our report is made solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

18 T % B b ¥R &
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

8 U % B RS (B)

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditors consider internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view 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 entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view
of the financial position of the Company and its subsidiaries as at 31
December 2015, and of their financial performance and cash flows for the
year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants
Hong Kong

29 March 2016
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CONSOLIDATED STATEMENT OF

PROFIT OR LOSS
molBR®

Year ended 31 December 2015 HE—Z—HAF+—_A=+—HIFE

2015 2014
—E-RE —E-MmEF
Notes RMB’000 RMB’000
B & ARE TR ARET T
REVENUE WA 5 798,861 668,426
Cost of sales A= DWN (347,989) (281,928)
Gross profit EF 450,872 386,498
Other income and gains H g A Rz 5 11,875 5,877
Selling and distribution expenses HE M AHAX (75,073) (40,338)
Administrative expenses THA X (80,265) (81,444)
Other expenses H X (105) (1,512)
Finance costs B E AR 7 (32,609) (22,858)
PROFIT BEFORE TAX BBt A K 6 274,695 246,223
Income tax expense FT 15 % i 2 10 (46,167) (34,620)
PROFIT FOR THE YEAR FRFE 228,528 211,603
Attributable to: THIA RS :
Owners of the parent UNEIEZ ¥ =N 228,528 211,603
EARNINGS PER SHARE ATTRIBUTABLE BAREEEZEEA
TO ORDINARY EQUITY HOLDERS ELEERER
OF THE PARENT 12
Basic and diluted EARREE 1 EER RGN RMIB41.8 cents

AR¥44.15 AR®B41.85
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CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
ek AR

Year ended 31 December 2015 B2 —Z—RAF+_A=1+—HIFE

2015 2014
—E-ERF —E—HF
RMB’000 RMB’000

ARBTR ARETTT

PROFIT FOR THE YEAR FRAE 228,528 211,603
OTHER COMPREHENSIVE INCOME HigRa WA
Other comprehensive income to be reclassified REZHBEF»BEEERZHN

to profit or loss in subsequent periods: HEMEZEE WA

Exchange differences on translation of foreign BEBINETEH

operations MEH =58 10,530

OTHER COMPREHENSIVE INCOME FREMEEBRA

FOR THE YEAR, NET OF TAX (MBrRBIE) 10,530
TOTAL COMPREHENSIVE INCOME FARGZERA

FOR THE YEAR # g 228,761 222 133
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
fon 0 1Bk Bt &

31 December 2015 —E—hF+=-HA=1+—H

2015
—E-RE
Notes RMB’000
B & ARET T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Vs BE ME 13 629,556
Prepaid land lease payments AN T EKIA 14 26,683
Other intangible assets Hi\mpEE 414
Prepayments for non-current assets EMBEE AN RIEA 113,493
Time deposits BT 18 =
Deferred tax assets BEEIBEE 23 2,891
Total non-current assets FRBEERE 773,037
CURRENT ASSETS REEE
Inventories PN 15 945,469
Trade receivables JEWE 5 5K IR 16 141,959
Prepayments, deposits and other receivables ~ F& 1 318 ~ 124 &
H th fE W kB 17 249,279
Time deposits TE HATF 3K 18 2,874
Cash and cash equivalents ReRREEED 18 186,048
Total current assets MBEEMBE 1,525,629
CURRENT LIABILITIES REBEE
Trade payables FERE 55 IR 19 118,459
Other payables and accruals Hub 0B R EFER 20 55,847
Interest-bearing bank and other borrowings FTERIT R H M &K 21 570,345
Tax payable FE# IR 37,003
Total current liabilities MBAGEERE 781,654
NET CURRENT ASSETS RBEEFH 743,975
TOTAL ASSETS LESS BREERRBAER

CURRENT LIABILITIES

1,517,012

2014
—E—HF
RMB’000
AREET T

501,493
27,196
414
1,207
1,820
327

532,457

830,488
187,900

167,155

218,466

1,404,009

175,608
58,344
308,760
16,915

569,627

844,382

1,376,839

ZENBEARAR —E-RFFR



CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (CONTINUED)

o O W #5 K it & (&)

31 December 2015 = E—HF+=-HA=1+—H

2015 2014
—E-FF —ET—-MmF
Notes RMB’000 RMB’000
B & ARE TR ARET T
TOTAL ASSETS LESS REERRBAE
CURRENT LIABILITIES 1,517,012 1,376,839
NON-CURRENT LIABILITIES FknRBEE
Interest-bearing bank and SERTREMER
other borrowings 21 74,415 109,000
Other long term liabilities EmERHAE 24 4,505 4,684
Deferred tax liabilities RIETIE B E 23 14,761 8,751
Total non-current liabilities EmBBEERE 93,681 122,435
Net assets BEFE 1,423,331 1,254,404
EQUITY =
Equity attributable to owners of the parent NEEE NEIEER
Share capital [ 25 1,584 1,584
Reserves & 26 1,421,747 1,252,820
Total equity 4R 1,423,331 1,254,404
Chen Weizhong Sheng Mingjian
BR &1 8 EREA{@
Director Director
2 2
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY
mOBREIX

Year ended 31 December 2015 BE—Z—HAF+=_A=+—HIFE
GGG T IR

Attributable to owners of the parent

DA AR
Statutory Exchange
Share Share Merger Capital surplus Warrant fluctuation Retained
capital premium reserve reserve reserve reserve reserve profits  Total equity
A aft EX EE RRER EARE RE 35
AR &fE & e BHEE [ & ME 2%

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTR ARETR ARETR ARETn AR®Tn ARETRT ARETR
(Restated) (Note 26) (Note 26) (Note 26) (Note 26) (Restated)

()  (Msres)  (Migkee)  (Widkoe)  (Wiztoe) (Eit)
e S B S B

At 1 January 2014 RZZ-ME-A-H 31 - (1,000) 7,003 7,362 - 9 282,921 296,326
Profit for the year ERFE - - - - - - - 211,603 211,603
Other comprehensive income EREMEE WA :
for the year:
Exchange differences on BEBMNEHBEN
translation of foreign operations ERZER - - - - - - 10,530 - 10,530
Total comprehensive income ERGABALE
for the year - - - - - - 10,530 211,603 222,133
Final 2013 dividend declared BER=Z-=F
RERE - - - - - - - (43,056) (43,056)
Issue of shares EITRG 1,553 806,694 - - - - - - 808,247
Share issue expense BHBTRAX - (37,205) - - - - - - (37,205)
Issue of warrants RREZEET - - - - - 7,959 - - 7,959
Transfer from retained profits HETREFE — — - - 2,432 - - (2,432) -
At 31 December 2014 R-Z-m&E
+-A=+-H 1,584 769,489 (1,000) 7,008 9,79 7,959 10,539 449,036™ 1,254,404

Share premium account has been adjusted for the proposed final 2014 dividend ~ * BHEEREREAFEZ2H _Z—HN
in accordance with the current year’s presentation, which is described in note 2.4 FRERPBREELAZE SRR EHNE
to the financial statements. BHmERMF2.4 -

" Retained profits account has been adjusted for the proposed final 2013 dividend ~ ** RBFINEERBAFEZR2IH T —=F
B8

and final 2013 dividend declared in accordance with the current years ERABEREREER_-_ZE—=FRHR
presentation, which is described in note 2.4 to the financial statements. EHAE BERNAERTFRERMF2.4 -
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QUITY (CC UED)
. 3¢ ))

BE_Z-hF+_A=1t—HIFE

Attributable to owners of the parent

BRRERAER
Statutory Exchange
Share Share Merger Capital surplus Warrant  fluctuation Retained
capital premium reserve reserve reserve reserve reserve profits  Total equity
B A gx e RREER  ERKD RE i
B ME i i BHEE i 1] bk ag

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR¥MTRT ARBTR ARMTR ARMTR AR%TR AR%TR AR%Tn AR%TR
(Note 26) (Note 26) (Note 26) (Note 26)

(Wix2e)  (Wrzoe)  (Hiikoe)  (Hi&E26)

At 1 January 2015 RZZ-RF—-A—H 769,489 10,539 449,036 1,254,404
Profit for the year FRFH - = 228,528 228,528
Other comprehensive income EREMEGEMA

for the year:

Exchange differences on BEEMNEBE

translation of foreign operations ERZES®

Total comprehensive income FRGEERALE
for the year 228,528 228,761
Final 2014 dividend declared BER-Z-ME
RERE (51,875) (51,875)
Gain upon expiry of warrants B 50 8 AR 4 7 Mk
(Note 5) (GED) (7,959) (7,959)
Transfer from retained profits BREREAE = (5,356) =
At 31 December 2015 RZZ-RF
+-A=1t-H 717,614 (1,000)* 7,003* 10,772% 672,208* 1,423,331

* As at 31 December 2015, these reserve accounts comprise the consolidated — * RZE—RF+_A=+—"H8 %ZE#HE

reserves of RMB1,421,747,000 (2014: RMB1,252,820,000) in the consolidated REFEEGRAUBRARANGEREEA
statement of financial position. R #1,421,7470000 (=2 — W F: ARM

1,252,820,0007C) °
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CONSOLIDATED STATEMENT OF

CASH FLOWS
moEeREE

Year ended 31 December 2015 HE—Z—HAF+—_A=+—HIFE

2015
—E-RF
Notes RMB’000
B & ARMT T
CASH FLOWS FROM KRETHNRESRE
OPERATING ACTIVITIES
Profit before tax Fx 75 B F108 274,695
Adjustments for: TS EAE
Finance costs &b & P A 7 32,609
Listing expenses EmHAX =
Interest income FE M A 5 (223)
Depreciation e 6 27,354
Amortisation of prepaid land lease payments £ 4578 - + # 78 & 18 6 510
Gain upon expiry of warrants B BRI B W = 5 (7,959)
326,986
Increase in inventories FEIE N (114,981)
(Increase)/decrease in trade receivables FE W B 5 518 (38 )R 45,941
Increase in prepayments, deposits TERRIE R R EAM
and other receivables JE WL SR IB G AN (76,621)
Increase/(decrease) in trade payables BN E 5 REE I, Cr ) (57,149)
Increase/(decrease) in other payables Hqth B A EIE
and accruals FERTIE B O d) 16,505
Decrease in other long term liabilities Hi REAERD (179)
Cash generated from/(used in) operations ELfl/ (AR)KeEnRe 140,502
Interest received 24 E 223
PRC tax paid B B R IE (22,633)
Net cash flows from/(used in) RKEBR)EEFEN
operating activities FRERE 118,092
CASH FLOWS FROM REFEINRERE
INVESTING ACTIVITIES
Purchases of items of property, WEEME - BB &
plant and equipment REIEE (174,419)
Additions to other intangible assets Hibmp & EL N =
Prepayments for items of property, ERWE BEEK
plant and equipment HEB ZE (92,446)
Addition to prepaid land lease payments T8 £ 0 A & FRIEE =
Prepayment for acquisition of leasehold land A BB & + #h ) F& 1 3% (19,840)
Increase in time deposits TE B 7 K48 N (1,054)
Net cash flows used in AREEEEH
investing activities FHReME (287,759)
EEMBEERLA

2014
&
RMB’000
ANREEF T

246,223

22,858
2,714
(1,310)
12,707
597

283,789
(503,836)
(98,961)

(107,663)
69,717

(21,227)
(178)

(378,359)

1,310
(46,950)

(423,999)

(301,952)
(7)

645
(4,650)

(1,800)

(307,764)

—E-AFEER



CONSOLIDATED STATEMENT OF
CASH FLOWS (CONTINUED)

molREeENE® (B

Year ended 31 December 2015 HZE—=

—RFt+-—A=1—HLEFE
T

2015

—2-IF
Notes RMB’000
Hf 5 AR® TR

CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from issue of shares
Share issue expenses
Proceeds from placement of warrants
New interest-bearing bank and
other borrowings
Repayment of interest-bearing bank and
other borrowings
Dividends paid
Interest paid
Proceeds from finance lease
Secured deposit placed for finance leases

Repayments to the ultimate holding company

METDNRERE

BATRAD PTG R IR
P 1n 817 5 X2
Aic & R B A RE P 1S 3R
Frigat BARTT R
H Al {5 R
BEFBRITR
H A & 5%
ERE
BENFE
MEBEEMRBREA
ARMEEEFAZ
*ﬁ‘?ﬁﬁ?‘?ﬂ

BN &EERRQTZHIEA

595,660

(423,660)

(51,875)

7 (32,609)
55,000

(5,500)

Net cash flows from financing activities

KEREADNFREME

137,016

NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents at beginning
of year
Effect of foreign exchange rate changes, net

RERREEEY
2/ ORd) FHE

FUVRERASEEY

ERHE s ETFE

(32,651)

218,466
233

CASH AND CASH EQUIVALENTS
AT END OF YEAR

FRESRREEEY

18
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2014
— 4
RMB’000
ARBETT

808,247
(38,903)
7,959
764,180
(579,420)

(43,056)
(22,858)

895,688

168,925

44,011
10,530

218,466



NOTES TO FINANCIAL STATEMENTS

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands on 4 December
2012 as an exempted company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman lIslands. The Company’s registered office address is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands.

The Company is an investment holding company. During the year, the
Company and its subsidiaries (collectively known as the “Group”) were
principally engaged in the manufacture and sale of condiment products
under the brand name of “Lao Heng He” in the People’s Republic of
China (the “PRC”).

In the opinion of the directors, the holding company and the ultimate
holding company of the Company is Key Shine Global Holdings
Limited, which was incorporated in the British Virgin Islands (“BVI”).

On 16 January 2014, the Company issued the prospectus and
launched a public offering of 125,000,000 shares at an offer price of
HK$7.15 per share and the capitalisation of 365,000,000 shares (the
“Capitalisation Issue”). The Company’s shares were listed on the Stock
Exchange of Hong Kong Limited (the “SEHK”) on 28 January 2014 (the
“Listing”).

W} %5 ¥R = B 51

31 December2015 —E—RFE+-A=+—H

NCE=E

ARRR -_ZE-——F+ - ANBREHN
EHBEMBR2B(RAREN (=R —
FEZFED  BiraRIEF EREE
SAMKLRERRERRE - KRAF]
T i % =& b 41k % Cricket Square, Hutching
Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands °

ARB/—HAREERRR £/ K
REREMBAR (MBI AKE]) T2
RPEFARAMB(HEDREIZE
A 0K Gn RO S B H TS e

EEZRE ARAERATIREEER
NAITRREBRE XS ([ EE R LR
B |) 7 i 5% 32 Hy Key Shine Global Holdings
Limited

RZTE—MNFE—A+8  AQaf 3%
BRER TERFEEFTRRH7.155
7T A B9 3 £ 125,000,000 0% f% 17 & i 17
365,000,000 f% % 7 & A b ([ & A 1k 2%
T ARBIRMHHR _FE—NF— A=
TNBEEEBMERX AR AT ([H
AT Em(TEm]) e
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

i} i h 2 B 51 (55)

RAFEF—A=1t—H
T

31 December 2015 —F—

1. CORPORATE INFORMATION (continued) 1.

As at 31 December 2015, the Company had direct and indirect
interests in its subsidiaries, all of which are private limited liability

NaER @

—F—

e
\
u

AFE+-_A=Z+—H AQF
REMBRARTHEEZERLEE#EZ

companies (or, if incorporated/registered outside Hong Kong, have ZEMB AR AL EAR AR (KM

substantially similar characteristics to a private company incorporated REBIEIINGFMARSY B MEEE

in Hong Kong), the particulars of principal subsidiaries are set out BEMA 2L E AT ENER) 578

below: FEMBRARGFERHINET :

Place and date of
incorporation/ Nominal value of Percentage of equity
establishment and place issued/registered  attributable to the
Name of operations share capital Company Principal activities
S,/ B BRfT/ BEAARDED -
g k& HEfRAEE Bo TEER
Direct  Indirect
HiZ B #
Lao Heng He Group Limited® Hong Kong HKS$1 100 — Investment holding
13 December 2012 )
ZEMEEERD A i 1787 REER
ZE-CZHE+ZATZ=H
Huzhou Chenshi Tian Niang PRC/Mainland China HK$14,250,000 - 100 Wholesale of condiment
Co., Limited® 5 February 2013 products
MNBERABEEESRARY  HE/ RERM 14,250,000 7 - 100 0K it %
—ET-=%-A%H
Huzhou Cheng De Trading PRC/Mainland China RMB120,000,000 — 100 Wholesale of condiment
Co., Limited®® 26 March 2014 products
MK EE 5ER DA B E A A K% 120,000,0007¢ - 100 FHOR @ Ht B
—E-NE=ZA=-+XH
Zhejiang Changxing Sanhetang PRC/Mainland China RMB50,000,000 — 100 Wholesale of condiment
Trading Co., Limited®® 14 October 2014 products
MIRE=NEZS LR E N AR #50,000,0007T - 100 #K @ E
BRARE —E-mE+A+HmA
Huzhou Laohenghe PRC/Mainland China RMB11,000,000 — 100 Manufacture and sale of
Brewery Co., Limited 6 June 2005 condiment products
MM ZENBEEER AT W B A A B #11,000,0007C - 100 4 E RIHEAK R
ZZETRFEASAARA
Huzhou Laohenghe PRC/Mainland China RMB38,000,000 - 100 Manufacture and sale of
Wine Co., Limited 20 July 2010 condiment products
M ZEMEEER AR B B A S A R 138,000,000 7T - 100 £ENHERAKR
—E-ZF+A=+H

(8).  The financial statements of these subsidiaries were not audited by Ernst & (@) ZEMBRARIZHMERRAEEALR
Young, Hong Kong or another member firm of the Ernst & Young global KEAMEHFAAT KEBRMEEEMW
network. [BA=WNGIE:

(b).  The statutory financial statements of the entity prepared under IFRSs was (b) ZEEREEEMEREENGR 2
audited by Ernst & Young, Hong Kong. EEMBRRELEEL KGN F

BRREZ -

(c).  The statutory financial statements of these subsidiaries prepared under (© ZEWBATKBIEAREMNE A
the People’s Republic of China Generally Accepted Accounting Principles ReHLEJBEE I EZTHBEREDL
were audited by Ermnst & Young Hua Ming (LLP). ZkEPRSAMEKLA(EHRETES

B)EZ -
(d).  Registered as wholly-foreign-owned enterprises under the laws of PRC. () BETBEZEEIMKAIINEBELE -
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31 December2015 —E—RFE+-A=+—H
GGG EE @G E G E S E S E S E S E S E EEE i

2.1 BASIS OF PREPARATION 21 mBEE

These financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRSs”) (which include all
International Financial Reporting Standards, International Accounting
Standards (“IASs”) and Interpretations) issued by the International
Accounting Standards Board, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention. These financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousand except
when otherwise indicated.

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 2015. 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).

When the Company has, directly or indirectly, less than a majority of

% H B R AR T AR U B R B S E R
(BEEREFBEREER] BEBRES
HEUAZEERM 2 AMERT B RS E
Al - BEResr 2R (EER S 2D &
28 BAEAREFRAURETAEQAE
PleBBERERE ZFEVHERERIR
BEERANEGREMAK - B 5AHH
MBI ZEBBHREAARETA
REDINH MEFMESEIZES
R TAL

mEE%

BE_T-—RAF+t-_A=1T—HLLF
B GERBHRREEARAENE
NE(REIAEER]) - B AREHAE
AR EEXRAEZEEN cER(BREERE
MEB)  -MAEEEEBES AR
KEAREHRABOHERN A8
HAREHRERERNTELRSR
(BNREEMAEAEEER EFEE
KREHR ZABESE) IR RESIES
1 o

/

HMARREEREERELRREER

the voting or similar rights of an investee, the Group considers all RNZHEWENFAURFOER - B K&E
relevant facts and circumstances in assessing whether it has power BRI HERTCHEAHKREHHEZNOESN

over an investee, including:

BEEE—YHBEERER B85

(@)  the contractual arrangement with the other vote holders of the @ HEEHREMEEFFEAHNSE
investes; B HE
(o) rights arising from other contractual arrangements; and b) HMEHNZHAMEENERN: &

(c)  the Group’s voting rights and potential voting rights.

© AEBNKEEREEREE-

ZENBEBRAR —Z-AFFR
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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31 December 2015 —E—RFE+-A=+—H

2.1 BASIS OF PREPARATION (continued) 21 A EE 4y

82

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 (i) the
assets (including goodwill) and liabilities of the subsidiary, (i) the
carrying amount of any non-controlling interest and (i) the cumulative
translation differences recorded in equity; and recognises (i) the fair
value of the consideration received, (i) the fair value of any investment
retained and (i) 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.

Honworld Group Limited Annual Report 2015
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December2015 —E—RFE+-A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES 22 €y HERIEE ST

AND DISCLOSURES

The Group has adopted the following revised standards for the first
time for the current year’s financial statements.

AEBEERRANFENM B RERSA
TH B RT R o

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions B PR & = A B REENHE -
£195% (BT A) 1E B {50
Annual Improvements Amendments to a number of IFRSs —E-ZTFEZR T —F ZHERBKE
2010-2012 Cycle B R B B & E R By
CHEN
Annual Improvements Amendments to a number of IFRSs —E—FR-T-=F ZIHEEERIK
2011-2013 Cycle 1B R ) F 2 2 W& ER B
CEEN

The adoption of the above revised standards has had no significant
financial effect on these financial statements.

In addition, the Company has adopted the amendments to the Listing
Rules issued by the Hong Kong Stock Exchange relating to the
disclosure of financial information with reference to the Hong Kong
Companies Ordinance (Cap. 622) during the current financial year. The
main impact to the financial statements is on the presentation and
disclosure of certain information in the financial statements.

RMNBETEREZEMBRRLESE
RMBEE -

o 2 ZEE R A GO (E622F)
% ARFERAMBFEEARMEAE
BEE TR S EW AR R A M E
BEZE SUMBEHRRNIBZEHR
RMBEREAETERNZ 2 RTE -

ZENBEBRAR —Z-AFFR



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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31 December 2015 —E—RFE+-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL
REPORTING STANDARDS

758 14 ok 4 A
7% 3§ 25 o B

(L
T

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

AEEIARRZEVBHRRTFEATI
EEMERRERZ A REEFTEER

s mELED -

IFRS 9 Financial Instruments® ARG ER 2T A2
F9%
Amendments to IFRS 10 Sale or Contribution of Assets between an BEGREER REZHABE
and IAS 28 Investor and its Associate or Joint Venture® B0 LBEE e sHAERPEZ
AR 285 BEELHERK
CHES) &
Amendments to IFRS 10, Investment Entities: Applying the Consolidation BRI REER REZTE: EH

IFRS 12 and IAS 28

Exception'

1057 - BIFR A
WMEERE125
il S

B HeARH
& BIshER

%285 (£ 5] X)
Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint BRI TSGR WERAS EEE
Operations' ENRMETR) 2##HZ
Bt B
IFRS 14 Regulatory Deferral Accounts® BB KRG ER EFEERE
F145% KA?
IFRS 15 Revenue from Contracts with Customers® BEBMERER KEE4 7R
F155%
Amendments to IAS 1 Disclosure Initiative' @t WEZ
F1H;UEFTA)
Amendments to IAS 16 Clarification of Acceptable Methods of Best AR AESITER
and IAS 38 Depreciation and Amortisation' FleHELEERe #8  ay
AT 22 155 3857 BB

Amendments to IAS 16

Agriculture: Bearer Plants'

CHEN

RE Rt ER

B EEREY

and IAS 41 165 RERE
FHEERIZE 4157
CCHEN)
Amendments to IAS 27 Equity Method in Separate Financial (e | BB REF
Statements' F 275 (BETA) i
Annual Improvements Amendments to a number of IFRSSs' —T-ZFZ%F ZIH BB B S R
2012-2014 Cycle —T-NERAY  EAMETA
B 4F S ot
! Effective for annual periods beginning on or after 1 January 2016 ! RZE-—R"F-A—-—Bsdz&RBZ
FEHBER

? Effective for annual periods beginning on or after 1 January 2018

Effective for an entity that first adopts IFRSs for its annual financial

’ RZT—N

F-A-HAHZERFAKZ

FEHBER
¢ HERRABERABRELERNOEE

statements beginning on or after 1 January 2016 and therefore is not HRARZZE-—RE—A—RAzciERA
applicable to the Group AR FEPBRE AT EARAS

No mandatory effective date yet determined but is available for adoption N

il AR 7B E 3% I AR 2 H ER M BT R A
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL
REPORTING STANDARDS (continued)

The Group is in the process of making an assessment of the impact of
these new and revised IFRSs upon initial application. So far, the Group
considers that these new and revised IFRSs may result in changes in
accounting policies but are unlikely to have a significant impact on the
Group’s results of operations and financial position.

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories and financial
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.

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 as 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.

i} i h 2 B 5t (5%)

31 December2015 —E—RFE+-A=+—H

2.3

24

EEAEEKERNE
PR B 7% 3R & 25 Bl )

AEFBREFHEREAZSNTRE
EANBEERMERELENEENFE -
ES AEERR ZEHA REER]
MBIBR B TS S R A e E G AT R
By EYTAREAEENKEEXE
RFBRRERERNTZE -

e

TEETHRME

FERMEERE
W—EBEE(FEREZREERINFAE
BMEFR HFEETFEREN
Qg EEn T RE2R EETHK
OERRZEEXRTELEMNEMA
BEEMAFEREEREAMERNRD
CHAE URENEEEE BKRIFZ
BETRELAEALBYNEMEES
BEAMNMEERZRA BRI KE
CHEBERZEENBREELEMNE
=

MEBEEREERAEBRBEATKE
cHEETEEA - FEEREER &
AARARBERERARREFNMEHE
CREEEMEERERBRONT G ZHR
RITR XM EHARE - REBERE
ZREEEDRBENTORAXENNESE
HIE B am KRR

REREHR EHRRETETFRETRZ
RITER R EBEA S NFHE A B
BWAERRE M o WFE LR RlE
EEF AW E 258 - B2 AT RE RN B ER
BEEEEERINERNANEEZEE
A EeRENMGET LRSS TR
O EROSEINSBEMEBEFEY
BRZEERRAREBEERBRL T RE
EEOREEGNREMTE BEH) -
ZEREBEROGAELHEMNESR
%= o
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EEEEEEEEGEGEGEGEGEE G E S E S E S EE S EEE EE EE i

2.4 SUMMARY OF SIGNIFICANT 24T EETHEBRE @
ACCOUNT'NG POLICIES (Continued)

Related parties BER
A party is considered to be related to the Group if: IATAT#EHRREAERRHE
(@)  the party is a person or a close member of that person’s family @ MWAULTAIZHZALREZEO
and that person: MEZAT
() has control or joint control over the Group; () ¥EHlskHE R A EE
(i) has significant influence over the Group; or iy HWAEEBEAEESN X
(i) is a member of the key management personnel of the (i) AAEEIAKAE NG|
Group or of a parent of the Group; TEEBERENE
or %
() the party is an entity where any of the following conditions b) &% /\ TAME TIEMAMEENE
applies: B
()  the entity and the Group are members of the same group; () ZEBEASBEBR %
)= WNE]
(i) one entity is an associate or joint venture of the other entity iy EBASEB(HZ—EE
(or of a parent, subsidiary or fellow subsidiary of the other WERA - MBARSAER
entity); MEAR) B E XA E &
=p
(i)  the entity and the Group are joint ventures of the same iy ZERBEAEBAR -—F=
third party; THEERE:
(v)  one entity is a joint venture of a third entity and the other vv BERA—RBE=-FEBENSE
entity is an associate of the third entity; EhE ME—EBAZSE
ZHEBNBEAR:
(v)  the entity is a post-employment benefit plan for the benefit v REBAAREBRNELRE
of employees of either the Group or an entity related to the EHENEBREENZR
Group; SR RERL B R R ET &L
(vl the entity is controlled or jointly controlled by a person V) ZEEHE@ )IE B 5 A = 4l
identified in (a); and ok R
(viij  a person identified in (a)(i) has significant influence over the Vi) @OEMIIALTHZERA
entity or is a member of the key management personnel of BEATE NN AZEE (K
the entity (or of a parent of the entity). ZEBN l AMETEER
BRKE -
(viii)  the entity, or any member of a group of which it is a part, (vii) ZE BB AN KB E[ 2K
provides key management personnel services to the Group BrMASEEIAER T
or to the parent of the Group. NERHEES %? EABR -
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are
stated at cost less accumulated depreciation and any impairment
losses. 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
its estimated useful life. The principal annual rates used for this purpose
are as follows:

ME BERREBEUARFTE

BEZIREN WE BERREBDE
AR R AT E RAERREREIIR -
ME BEMKBHEENKE B8RE
BEELREZREEZZE BN R RIE
ERERG ZEMEREHERAE

ME BELREEERERMELN
Xt MBEERREER —RREL
HHEAEBRSRTXH R4 ERER
MBS T - AR E A RA H) X A5 R %
BENREETRRTEL JMEEER
Be-WWE BMEARBHNEZLSF
T EH AIAEEE BRSNS ER
REBFEAERFROENEE A
TUAREITE -

WEDENE BERRXESRBNOG
AAERAFRABREMBERARER
MpEEFE -RULBNAERANEE
FRIE

Buildings 5% EF 5%
Leasehold improvements Over the lease terms HEYEREE WRBYFEEHAE
Machinery and equipment* 5% to 20% S KR 5% 2 20%
Furniture and fixtures 20% to 33'/2% B EREE 20% £ 33'/:%
Motor vehicles 20% AE 20%
* Included in the machinery and equipment are earthen jars, for which the * HENRERRERE  EGFFaIERF

estimated useful lives are 20 years.

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.

R A204F -

WHE BERRERENHLDATR
AERFER AIZEENKANGEER
EEZEHBNZBOE  MEFD D H
FE-ZEIREVRFEARE B
YHEEEBRTABRGEE  AIEM
FREFETE-
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEBRE @
ACCOUNT'NG POLICIES (Continued)

Property, plant and equipment and depreciation ME BMERRZEURITE @
(Continued)
An item of property, plant and equipment including any significant part ME MELEZEBEE (BEEARCETH
initially recognised is derecognised upon disposal or when no future BRANEZEAD)REEXBEHI2 R
economic benefits are expected from its use or disposal. Any gain or FHAHEEBAEEMEEGAZSER
loss on disposal or retirement recognised in the statement of profit or HEEHETEHER N TEHEREENTEE
loss in the year the asset is derecognised is the difference between the N EEREFERTERANEENREZLSE
net sales proceeds and the carrying amount of the relevant asset. HEHMNEMEBENEEERESRBFERA
HEBEEERmEMNERE -
Construction in progress represents property, plant and equipment EEIRNEEEZETYNME BERRK
under construction, which are stated at cost less any impairment B ERANGRITAREBEAERAET
losses, and are not depreciated. Cost comprises the direct costs of FIHE - KABRHEERPENEEEZR
construction during the period of construction. Construction in progress KA EFE TR EFRAEA
is reclassified to the appropriate category of property, plant and B &R ABEHEINME K
equipment when completed and ready for use. B R&HEEE -
Intangible assets (other than goodwill) BEEE (BRI
Intangible assets acquired separately are measured on initial recognition BEBWE B EERVRERBIRK
at cost. The cost of intangible assets acquired in a business Rt NEBESHBHMKBEELEEE
combination is the fair value at the date of acquisition. The useful lives ZHRAABKEBRH AFEE - EREE
of intangible assets are assessed to be either finite or indefinite. ZAERFHRATEAERKER- - F
Intangible assets with finite lives are subsequently amortised over the HERZEREETIREERAFERK
useful economic life and assessed for impairment whenever there is an EEHRNEE TR ZEREELRBRR
indication that the intangible asset may be impaired. The amortisation EFERETRET G -AERAFEHAE
period and the amortisation method for an intangible asset with a finite BrEREEZBIEHMEHE T EER
useful life are reviewed at least at each financial year end. DPREVHFEEREBZ K-
Research and development costs Tt 3% B B 8% B A<
All research costs are charged to the statement of profit or loss as FFEHER A REALRY X RIEZE
incurred. xKo
Expenditure incurred on projects to develop new products is capitalised HEIFIERBERMEANESREEK
and deferred only when the Group can demonstrate the technical £ B B 9 78 R H fE Bl b Bk e K 4
feasibility of completing the intangible asset so that it will be available EBENGEHEREE TEXKEE
for use or sale, its intention to complete and its ability to use or sell the WeeHMAE RSz HE - EEWMM
asset, how the asset will generate future economic benefits, the EEXTREMNAREENZ E2HNER
availability of resources to complete the project and the ability to DR BEEYBAE N EHEERE
measure reliably the expenditure during the development. Product HEMNAINBERLT A 2BEELRR
development expenditure which does not meet these criteria is BERE o fARBETT & A L 2R BE M f 8
expensed when incurred. MY emEERHE-
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Leases

Leases that transfer substantially all the rewards and risks of ownership
of assets to the Group, other than legal title, are accounted for as
finance leases. At the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of the minimum lease
payments and recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing. Assets held
under capitalised finance leases, including prepaid land lease payments
under finance leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases are charged
to the statement of profit or loss so as to provide a constant periodic
rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing nature
are accounted for as finance leases, but are depreciated over their
estimated useful lives.

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

Prepaid land lease payments under operating leases are initially stated
at cost and subsequently recognised on the straight-line basis over the
lease terms.

HE

AEEEREROEEENERIN 2 K8
OB ERBEFAEE 2 HEN SR
EHE - MEMELARN HEEEXZ
XA 1R & KR B Y AR EE 2 IR B
B - 3 3E R A B E (R B #B 0 BR 51 )
AR UARREBLEBE BALRE
MEFKZEE BEBEREZEN
THHEENR GIAME  BEM&RHE
W WHRBEFHREEZ Bt E A
FHMEZTREEAERE LA
E2MEKNABRERTME  UARHE
EFHAMELE R ERIA

BARMBELEHEBARESHNEEI SR
EHE BEREEFRAVUEAFHASE
8 o

BEMAENEAE M D HEER S H
HARBOHEEDI REEHE - WX
SEREEA AXEENKCEHEED
MHMEENFAFARBDEE  MEEH
ERNEWESRENFHUBERETA
BEX -WASEERAEA KEHE
MERNESEMR S BHEANREKRA
BREANFHUNEREI XREBEAR
o
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AR BEERIESEHNIREREETE
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

90

ACCOU NTI NG POLIC | ES (Continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets
at fair value through profit or loss, loans and receivables and available-
for-sale financial investments, as appropriate. When financial assets are
recognised initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial assets,
except in the case of financial assets recorded at fair value through
profit or loss.

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

BRERHMSRMEE
NEBARTE
SHAEDRNEERE S EARAT
B ABEZSMAEE B RERK
BERAHHESBBE(HER) -4
RS EE YA HERE 19 D T E IR
MEREAEREXIRAFE HEA
FEFABEZSBAER -

EFERBARBEZERMEEONR
HAER  NAKREAGRBEX L EZ
HEEZAH -MBECHMEEZERB
AIHEEDEFRERBRERTIHED
R—BRAEZHEARNEBREEZRS -

Subsequent measurement H#ctE
Loans and receivables BHREY N TE

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After
initial measurement, such assets are subsequently measured at
amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate. The effective
interest rate amortisation is included in other income and gains in the
statement of profit or loss. The loss arising from impairment is
recognised in the statement of profit or loss in finance costs for loans
and in other expenses for receivables.
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Investments and other financial assets (Continued) RERHEMESREE @)
Derecognition of financial assets BEHEREMEE
A financial asset (or, where applicable, a part of a financial asset or part SREE(R(MER) HEREED

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

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

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

When the Group has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if
and to what extent it has retained the risk and rewards of ownership of
the asset. When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of the asset,
the Group continues to recognise the transferred asset to the extent of
the Group’s continuing. 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 amount of the
asset and the maximum amount of consideration that the Group could
be required to repay.
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEBRE @
ACCOUNT'NG POLICIES (Continued)

Investments and other financial assets (Continued) BRERHEMBERMEE @)
Impairment of financial assets cREERE

The Group assesses as at the end of each reporting period whether REBREHREARTEEEEEEDN
there is objective evidence that a financial asset or a group of financial RER—HsREES—HemEEL
assets is impaired. An impairment exists if one or more events that BRE- - WY PEREEREE—HN
occurred after the initial recognition of the asset have an impact on the ZHEEH BHEAAEMGEFZEMEE
estimated future cash flows of the financial asset or the group of SZEEREEARGBAREREEL
financial assets that can be reliably estimated. Evidence of impairment FEWN AFERE - BEZEISIE
may include indications that a debtor or a group of debtors is BERAS—HEBALKFESE KB f% I
experiencing significant financial difficulty, default or delinquency in B R AmIENEHARENRK
interest or principal payments, the probability that they will enter Ak e ESEMPEELRNA ?{éﬁ = %{
bankruptcy or other financial reorganisation and observable data BRETHIRKBEREETFEZHA
indicating that there is a measurable decrease in the estimated future (a0 B HE K A B 2 TR B B AR R
cash flows, such as changes in arrears or economic conditions that ZEB) o

correlate with defaults.

Financial assets carried at amortised cost DEBHEMAINRZEMEE

For financial assets carried at amortised cost, the Group first assesses HRBRBERRIENEREE &%
whether impairment exists individually for financial assets that are BABEBFFEEANEANEREER
individually significant, or collectively for financial assets that are not BIFRE sk R IEERE R
individually significant. If the Group determines that no objective CHEEECSEBRETR - AL
evidence of impairment exists for an individually assessed financial ErEftithenEERTERED
asset, whether significant or not, it includes the asset in a group of - BBEMREETHRLEEAR 85T A
financial assets with similar credit risk characteristics and collectively —HEERREBEENeREE &
assesses them for impairment. Assets that are individually assessed for @ 7k 1B 5T fd o 39 70 1B B /E AL (B 5T 1l A9
impairment and for which an impairment loss is, or continues to be, EE WEBEBEESHER N EE S ®
recognised are not included in a collective assessment of impairment. R AT ALRBAENHE -

The amount of any impairment loss identified is measured as the EEAERREEENSHEZREERE
difference between the asset’s carrying amount and the present value BEMEFRARKREAE(TRERKRE
of estimated future cash flows (excluding future credit losses that have ERAREEEBE)BEZEZGET=E A
not yet been incurred). The present value of the estimated future cash AARBCRERERSREERER
flows is discounted at the financial asset’s original effective interest rate MEENHAEREASENEEN X))
(i.e., the effective interest rate computed at initial recognition). I8 o

The carrying amount of the asset is reduced through the use of an EHEAEZEMENRAFEAEERE
allowance account and the loss is recognised in the statement of profit BEELER MEBRERERRTE
or loss. Interest income continues to be accrued on the reduced R MEWARKEHNR 2 EEBEFRFE
carrying amount and is accrued using the rate of interest used to B4 WEHRAFEREBERBUITER
discount the future cash flows for the purpose of measuring the ARBETEZINERRE - ERANERK
impairment loss. Loans and receivables together with any associated RIEERTFAEREEBEHAZTA
allowance are written off when there is no realistic prospect of future REWEAMERFREERABEARE
recovery and all collateral has been realised or has been transferred to I B 8

the Group.
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Investments and other financial assets (Continued)

Financial assets carried at amortised cost (Continued)

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

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, or loans and other
borrowings, as appropriate.

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

The Group’s financial liabilities include trade and other payables, an
amount due to the ultimate holding company and interest-bearing bank
and other borrowings.

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

Loans and other borrowings

After initial recognition, interest-bearing bank and other 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

94

ACCOU NTI NG POLIC | ES (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.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is determined on the weighted average 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

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

For the purpose of the consolidated statements of financial position,

cash and cash equivalents comprise cash on hand and at banks,
including term deposits which are not restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Provisions

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

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

Income tax

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

Current tax assets and liabilities for the current and prior periods 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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2.4 SUMMARY OF SIGNIFICANT
ACCOUNT'NG 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

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

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

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

° in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be
utilised.
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2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Income tax (Continued)

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

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

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and
the same taxation authority.

Revenue recognition

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

(@  from the sale of goods, when the significant risks and rewards of
ownership have been transferred to the buyer, provided that the
Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over the
goods sold;

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

(c)  rental income, on a time proportion basis over the lease terms;
and

(d)  subsidiaries, when they are received.
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2.4 SUMMARY OF SIGNIFICANT
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ACCOU NTI NG POLIC | ES (Continued)

Employee retirement benefits

As stipulated by the rules and regulations of the PRC, the Company’s
subsidiaries registered in the PRC are required to contribute to a state-
sponsored retirement plan for all its PRC employees at certain
percentages of the basic salaries predetermined by the local
governments. The state-sponsored retirement plan is responsible for
the entire retirement benefit obligations payable to retired employees
and the Group has no further obligations for the actual retirement
benefit payments or other post-retirement benefits beyond the annual
contributions.

The contributions are recognised as expenses when the Company
consumes the economic benefit arising from service provided by an
employee in exchange for employee benefits.

Early retirement and retirement benefits

During the fiscal 2005 restructuring, the Group undertook the expense
related to both the retirement and the early retirement schemes for the
medical and social welfare of those early retired and retired employees
as of 30 June 2005. The Group recognised the relevant estimated
liabilities as well as charges to the statement of profit or loss once the
Group undertook the obligations. These benefits are unfunded.

Where these schemes fall due more than 12 months after the date of
the financial statements, they shall be discounted using the appropriate
discount rate, and carried at discounted amounts as liabilities. The
discount rate is determined using the vyield rate of government bonds
with similar terms at the date of the financial statements.

Actuarial gains or losses include the experience adjustment (the impact
of difference between the previous actuarial assumption and actual
results) and the impact of changes on actuarial assumption. The
actuarial gains or losses are recognised in other comprehensive income
when incurred and will not be reclassified to profit or loss in a
subsequent period.

Honworld Group Limited Annual Report 2015

24T ESTTHERBME @
EEEKER
B E 2 AR
R IkE B
L P

EARRHARNEE RESEES
RERGES 2 &BEMNER
WRAERY -

RERAKKRRAKER

R-ZTRFHREARR A EBEA
“EERFRAZ=ZTHZRER
BRARFERKEER ZRKGEIRIEFRIR
SRR MERANZMAX - K
SERAREZSEEREREBGET A
KRR - ZERA G RE

ETHE

AETAEE

& WHBES
B

W% EFE M BHRERBYRI2(EA N
HEE
EITRHIR YRMREBIERRAE-
BRI KT IR A B 75 ek B SRS AR L2

REH MERBERZEREX

B EH 2 WS REE

EHEDERERIABR(RERERR
BHER
REH XL BERAGNELARAER
s A WAHER ARNER SR~ E

HERBRZHZEZEETE)R

DT -

KRR ARARESE
Az EARAREMBRNEEZE
BERHFEETHERRMBETEREER
BREZZENRFEHRK -BREHZ
AU EMNEKERERKRE
ﬂZfE'HliTM%'ﬁ%lEa
BRARBAN R EME TRIKEREA



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December2015 —E—RFE+-A=+—H
GGG T IR

2.4 SUMMARY OF SIGNIFICANT 24T EETHEMEw

ACCOU NTI NG POLIC | ES (Continued)

Employee retirement benefits (Continued)

Early retirement and retirement benefits (Continued)
Interest expense is charged to the statement of profit or loss and is
derived from the discount rate determined at the commencement of
the retirement scheme within an accounting period and the early
retirement scheme multiplying with the average present value over the
entire terms.

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when they are approved by
the shareholders in a general meeting. In prior years, final dividends
proposed by the directors were classified as a separate allocation of
retained profits within the equity section of the consolidated statement
of financial position, until they have been approved by the shareholders
in a general meeting. Following the implementation of the Hong Kong
Companies Ordinance (Cap. 622), proposed final dividends are
disclosed in the notes to the consolidated financial statements.
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ACCOU NTI NG POLIC | ES (Continued)

Foreign currencies

These financial statements are presented in RMB, which is the Group’s
presentation currency. The functional currency of the Company is the
Hong Kong dollar while RMB is used as the presentation currency of
the financial statements of the Company for the purpose of aligning
with the presentation currency of the Group. 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 retranslated at the
functional currency rates of exchange ruling at the end of the reporting
period. Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

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).

The functional currencies of certain Hong Kong subsidiaries are
currencies other than RMB. As at the end of the reporting period, the
assets and liabilities of these entities are translated into the presentation
currency of the Company at the exchange rates prevailing at the end of
the reporting period and their statements of profit or loss are translated
into RMB at the weighted average exchange rates for the year. The
resulting exchange differences are recognised in other comprehensive
income and accumulated in the exchange fluctuation reserve. On
disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in the
statement of profit or loss.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.4 SUMMARY OF SIGNIFICANT

ACCOU NTI NG POLIC | ES (Continued)

Foreign currencies (Continued)

For the purpose of the consolidated statement of cash flows, the cash
flows of Hong Kong subsidiaries are translated into RMB at the
exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of Hong Kong subsidiaries which arise throughout
the year are translated into RMB at the weighted average exchange
rates for the year.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated 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 consolidated financial statements:

Tax provision

Determining income tax provisions involves judgement on the future tax
treatment of certain transactions. The Group carefully evaluates the tax
implications of transactions and tax provisions are made accordingly.
The tax treatment of such transactions is assessed periodically to take
into account all the changes in tax legislation and practices.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi %5 ¥k 2% B a1 (48

31 December 2015 —E—RFE+-A=+—H
GGG G G E IR

3. SIGNIFICANT ACCOUNTING 3. EEEtHE R @

102

JUDGEMENTS AND ESTIMATES (continued)

Judgements (Continued)

Deferred tax liabilities for withholding taxes

Deferred tax liabilities have not been established for income tax and
withholding tax that would not be payable on certain undistributed
earnings of the subsidiaries in Mainland China if the directors consider
that the timing of the reversal of the related temporary differences in
relation to the undistributed earnings of the subsidiaries in Mainland
China can be controlled and such temporary differences will not be
reversed in the foreseeable future. For those undistributed earnings of
the subsidiaries in Mainland China that are considered to be repatriated
and distributed by way of dividends, the related deferred tax liabilities
have been recognised.

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.

(@) Useful lives and residual values of property, plant

and equipment

In determining the useful life and residual value of an item of
property, plant and equipment, the Group has to consider
various factors, such as technical or commercial obsolescence
arising from changes or improvements in production, or from a
change in the market demand for the product or service output
of the asset, expected usage of the asset, expected physical
wear and tear, the repair and maintenance of the asset, and legal
or similar limits on the use of the asset. The estimation of the
useful life of the asset is based on the experience of the Group
with similar assets that are used in a similar way. Additional
depreciation is made if the estimated useful lives and/or the
residual values of items of property, plant and equipment are
different from the previous estimation. Useful lives and residual
values are reviewed at each financial year end date based on
changes in circumstances. The carrying amounts of the property,
plant and equipment are disclosed in note 13.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty (Continued)

(b)

Impairment of trade and other receivables

The policy for provision for impairment losses of the Group is
based on the evaluation of collectibility, the aged analysis of trade
and other receivables and on management’s judgement. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each
customer. If the financial conditions of customers of the Group
were to deteriorate, resulting in an impairment of their ability to
make payments, additional allowances may be required.

Write-down of inventories to net realisable value
Write-down of inventories to net realisable value is made based
on the estimated net realisable value of the inventories. The
assessment of the provision required involves management’s
judgement and estimates on market conditions. Where the actual
outcome or expectation in future is different from the original
estimate, such differences will have impact on the carrying
amounts of inventories and the write-down charge/write-back of
inventories in the period in which such estimate has been
changed.

Early retirement and retirement benefits

The Group has recognised the early retirement and retirement
benefits as a liability. The initial recognition of early retirement and
retirement benefits is measured at the best estimate of the
expenditure required to settle the benefits for early-retired and
retired employees. When the Group determines the best
estimate, it takes into account headcount changes of early-
retired and retired employees, effect on future expenditure arising
from inflation of prices and other factors. When selecting a proper
discount rate, the Group takes into account the average period
of future payment for early retirement and retirement benefits and
other factors. The difference between the actuarial assumptions
and actual results will have an impact on the relevant accounting
estimation. Although management considered that the above
assumptions are reasonable, any changes in assumptions may
affect the amount of provision for early retirement and retirement
benefits. The assumptions that the Group used in measuring the
early retirement and retirement benefits are disclosed in note 24.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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31 December 2015 —E—RFE+-A=+—H

4. OPERATING SEGMENT INFORMATION 4. &Z o5 &R

104

The Group is principally engaged in the manufacture and sale of
condiment products. For management purposes, the Group operates
in one business unit and has one reportable operating segment as
follows:

° The food segment manufactures and sells condiment products.

As all of the Group’s revenue is derived from sales of its products to the
customers in the PRC and all of the Group’s identifiable non-current
assets are located in the PRC, no geographical information as required
by IFRS 8 Operating Segments is presented.

Information about major customers

Revenue derived from sales to individual customers amounting to 10
percent or more of the Group’s revenue for the reporting period is set
out in the following table:

AEETBERERARRNEERBEESR
HBoEEMS AFBUE-XBKE
% BEE—EARNZ2/EEntMT :

e RmAMEENHEERKMS -

HRAKEZHBRAGKRAARFEH
EFPHEHER BASE2EATHR
FRBEEAMNTE  RAEBREE
BB REENESREL S A2
AR -

FHEETERFZEH

TREI N R ERABDEERNEE RS
10% 2% A £ 5 28 &9 18 Bl 22 5 P EE A 19 M

m -

2015 2014

—E-RF —ZE—OF

RMB’000 RMB’000

AR TR ARBEF T

Customer A ZEA 138,227 144,788
Customer B ZFEB 118,327 108,779
Customer C BEC 92,317 84,470
Customer D ZFED 70,938 74,992

419,809 413,029
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December 2015 —E—hF+=-HA=1+—H
GGG T IR

5. REVENUE, OTHER INCOME AND 5. WA - Htt A K I =2
GAINS
Revenue represents the net invoiced value of goods sold, after WAHGESEEREELE ST MENE
allowances for returns and trade discounts. HE R ZERE -
An analysis of the Group’s revenue, other income and gains is as AEEBA - B A RKEDTAT :
follows:
2015 2014
—E-EHF —E—-HF
RMB’000 RMB’000

ARBTR ARETTT

Revenue ' ON

Sale of goods HEEM 798,861 668,426

Other income and gains =L N A&

Gain upon expiry of warrants B BRI B W= —

Subsidy received B Y AL 2,906

Gain from sale of materials R 1,575

Interest income B WA 1,310

Rental income HEWA 36

Others HAh 50
5,877
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi %5 ¥k 2% B a1 (48

31 December 2015 = E—HF+=-HA=1+—H

-l
6. PROFIT BEFORE TAX 6. BR % AR H
The Group’s profit before tax is arrived at after charging: N & B R AT AR T A
2015
—E—FE
Notes RMB’000
B 5 ART T
Costs of inventories sold ELFERA 347,989
Depreciation e 13 27,354
Auditors’ remuneration % BBl M & 1,770
Amortisation of prepaid land BETBEN L E KA
lease payments 14 510
Minimum lease payments under CEHEBETEERE &
operating leases regarding plant HENSERESEHE
and machinery
Employee benefit expenses EERAAX
(excluding directors’ remuneration): (TERFEEM:):
— Wages and salaries —TE&ELH®
— Pension scheme contributions — RIKREEHEIHEK
Research and development costs T 7% B2 B 2% K AN
Donations B
FINANCE COSTS 7. BERK
An analysis of finance costs is as follows: REKARDTT :
2015
—E-RF
RMB’000
AR®T
Interest on bank and other borrowings wholly B T £ A& E B8
repayable within five years R1T R H 18 5 F B

106
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2014
—E—4EF
RMB’000
ARET T

281,928
12,707
1,664

597

546

14,027
1,681

15,708

48,639
1,610

2014
—E-mF
RMB’000
AR®ETT

22,858



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December 2015 —E—hF+=-HA=1+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. %% RESITBRAEZ

REMUNERATION
Directors’ and chief executive’s remuneration for the year, disclosed BIEBTEFEAR TR ETR
pursuant to the Rules Governing the Listing of Securities on the Stock BI1) ~ & B R aHEDI 2 383(1)@) ~ (b) * (©)
Exchange (the “Listing Rules”), section 383(1)(), (b), (c) and (f) of the FERk AR (FEEESHFHZER) RO
Hong Kong Companies Ordinance and Part 2 of the Companies F_HFEENFEEERERTHAER
(Disclosure of Information about Benefits of Directors) Regulation, is as SE T R
follows:
2015 2014
—E-RF —T-EF
RMB’000 RMB’000

ARBTR ARBET T

Fees e 320
Other emoluments: Hui s -
Salaries, allowances and benefits in kind He R NEYHE 327
Performance related bonuses KIAMEE 2T 360
Pension scheme contributions RIREET B3R 27
714
1,034
(@) Independent non-executive directors (@ BAFHITEE
The fees paid to independent non-executive directors during the FRNENBIUENTEZT 2 HS
year were as follows: wmr
2015 2014
—E-fF —ZT M4
RMB’000 RMB’000
ART T ARET T
Mr. Lei Jiasu EREEAE 80
Mr. Ma Chaosong BEAM A 80
Mr. Shen Zhenchang =P 80
240
There were no other emoluments payable to the independent RZE—RAFM_FT—NFRAH
non-executive directors during the years 2015 and 2014. mENBENITEE 2 H b B
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EENREBEITHRAE Y

REMUNERATION (continued)

(b) Executive directors, a non-executive director

and the chief executive

2015 —E-1F

Executive directors: HITEE -
Mr. Sheng Mingjian RAREE
Mr. Wang Chao FTHEE

Non-executive director:  FE# 77& F -

Mr. Zhang Bihong KoL E
Chief executive: BETHEAE :

Mr. Chen Weizhong PR BT E

Honworld Group Limited Annual Report 2015

Fees

e
RMB’000
AR¥TR

Salaries,
allowances
and benefits
in kind

e EHR
BEWRH
RMB’000
ARETR

& @

b) MITEE FHITESEK

BEITHRAER

Performance Pension
related scheme Total
bonuses contributions remuneration

"B BiRE
HEZREA AR Mews
RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR




NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December2015 —E—RFE+-A=+—H
GGG T IR

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EENREBRESTHRAE Y

REMUNERATION (Continued) @H ﬁ (48)
(o) Executive directors, a non-executive director b) HITEE  FHITEER
and the chief executive (Continued) BEETEAE @
Salaries,

allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration

e RER =B Rike
e EMAa BBz BE [
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AR®TR ARETT AR®TET AR¥ETR

2014 —E-NF
Executive directors: HITEF -
Mr. Sheng Mingjian B E — 86 130 9 225
Mr. Wang Chao THEE — 86 130 9 225
— 172 260 18 450
Non-executive director:  FE#7&E F -
Mr. Zhang Bihong HRWoAKE 80 - - - 80
Chief executive: BETHKAE
Mr. Chen Weizhong BRAREE - 155 100 9 264
80 327 360 27 794
There was no arrangement under which executive directors RZE—RAFMN_ZFE—NOFAMH
waived or agreed to waive any remuneration during the year EBHOTEENEXIRBEHRELW
2015 and 2014. B ) & 5 o
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31 December 2015 —E—RFE+-A=+—H
GGG G G E IR

9. FIVE HIGHEST PAID EMPLOYEES 9. hEBRSHEE

The five highest paid individuals during the year included four directors FRN IEEoHEESRNEZESE (=

(2014: three), details of whose remuneration are set out in note 8 T-NF:=ZF) HFBEHN EX

above. Details of the remuneration of the remaining one (2014: two) X8 AN BB IEESMIEEZIITHE

highest paid employee who is neither a director nor chief executive of CHEHB - FZ(ZCE-NF:-WEB) & H
the Company are as follows: EEZHMEFBELOT :

2015 2014

—B-IfF —E-MmF

RMB’000 RMB’000

ARBTR AR®TT

Salaries, allowances and benefits in kind Ha R NREYHE 172

Performance related bonuses FKIRMEETEAL 260

Pension scheme contributions RIS FT B R 18

450

The number of non-director and non-chief executive highest paid BMENFUTHENIEEELIESFSIT
employees whose remuneration fell within the following band is as BMAEBZESHES ASWT :

follows:

2015 2014

—E-fHF —E—F

Nil to RMB1,000,000 T = AR ¥1,000,0007T 2
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi 5 ¥k 2= B a1 ()

31 December 2015 —E—hF+=-HA=1+—H
GGG T IR

10. INCOME TAX 10. Fi 1%

The Group is subject to income tax on an entity basis on profits arising
in or derived from the jurisdictions in which members of the Group are
domiciled and operate. Pursuant to the rules and regulations of the
Cayman Islands, the Group was not subject to any income tax in the
Cayman Islands.

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2014: 25%) on
the taxable profits, based on the existing legislation, interpretations and
practices in respect thereof.

Pursuant to the approval from the National Office of Leading Group for
Administration of Hi-tech Enterprise Recognition, Huzhou Laohenghe
Brewery Co., Limited and Huzhou Laohenghe Wine Co., Limited were
granted the “New and Advanced Technology Enterprise” status and
were entitled to the preferential tax rate of 15% for the three years
ended 31 December 2015.

AEBARAEEKE ARG REZE
EBWREERAELSSBRROFE
REREEGWREH RERSEES
R R RMOER - NEBBAZME S A
SRMEH -

EEAEEFRBEANMELEBTNDERN
SR BEBRBERABRTEZ 2EBR
B & B R25% (=T — [0 4F : 25%) ¥
R FE 7 B o

BEZBESHENCERTEEE TIEE
BB AEED AR N EER
BEEAR AT HMNEBNBEEERA
RIESaHBRMCEIER  WARE
E-_E—HF+-_A=+—BLE=EAF
EEZ1I5%MEERE -

2015 2014
—ZE—-HF —E—MOF
RMB’000 RMB’000
ART T ARBEF T

Current — PRC BNEY — e

Charge for the year FAXH 34,947
Deferred (Note 23) I IE (K 7E23) (327)
Total tax charge for the year FAMBZ L4 34,620

ZENBEBRAR —Z-AFFR



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi %55 ¥ 2 B 5 (6

31 December 2015 = E—HF+=-HA=1+—H

10. INCOME TAX (continued) 10. FT 8 & )

RAARRE KBS E M E R B ATERDE
12 18 )R E B R 5T B A0 R BRT A E A
MAEHRAXBZERREGFENRSE

A reconciliation of the income tax expense applicable to profit before
tax at the statutory rate for the jurisdiction where most of the
Company’s subsidiaries are located to the tax expense at the effective

112

tax rate is as follows: FZHEROT :
2015 2014
—E—FHE —ZE—OF
RMB’000 % RMB’000 %
ART T % AR®ETT %
Profit before tax % B3 A A 274,695 246,223
Tax at the statutory tax rate AT ERFENTIAE 68,674 61,556 25.0
Lower tax rate enacted by the 5 B 2R B BUR R R
local authority (25,787) (26,544) (10.8)
Effect of withholding tax at 10% 3% 7N £ [& & B (9 3t
on the distributable profits M8~ R A o R FE 2
of the Group’s subsidiaries 10%T BB 228
in Mainland China - -
Income not subject to tax BARBKA (200) ©.1)
Tax incentive on eligible EERAIZHBER
expenditures (2,765) (3,044) (1.2
Expenses not deductible for tax % 7% = 7~ 8] #0 8 &9 B 2 35 2,852 1.2
Tax charge at the Group’s RASEEERHETEDN
effective rate -l 34,620 141
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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31 December 2015 —E—hF+=-HA=1+—H

11. DIVIDENDS 11.RE
2015 2014
—E-RF —E—-MEF
RMB’000 RMB’000
ARB TR ARBFTT
Proposed final — RMB8.8 cents EEIRAEIR — tﬁx - 3
(2014: RMB10.0 cents) per ordinary share AR¥887 (ZE—WF : 10.09) 51,875
The proposed final dividend for the year is subject to the approval of FRNEZHRBREAFARRRENE
the Company’s shareholders at the forthcoming annual general [ERRRBEFAREG L ERAIEE -
meeting.
12. EARNINGS PER SHARE 18R EBEEFEA
ATTRIBUTABLE TO ORDINARY EiaEesRER
EQUITY HOLDERS OF THE PARENT
The calculation of the basic earnings per share amount is based on the BREARABNNSENTETERE R
profit for the year attributable to ordinary equity holders of the parent, TEESEAEAEBEBGHERNFNBLESE ﬁq E
and the weighted average number of ordinary shares of 518,750,000 %”‘ 17 3% i@ R b0 #E ¥ 15 £0518,750,000 A%
(2014 506,644,000) in issue during the year. —Z— 4 : 506,644,000%) °
2015 2014
—E-RF —ZE—MF

Profit attributable to ordinary equity holders NAERERFBEAA
of the parent (RMB’000) (AR®ETT) 228,528 211,603

Weighted average number of ordinary shares & 3% 17 & 38 A% A1 # 7 5 8 (T %)
in issue (in thousands) 518,750 506,644

Earnings per share attributable to ordinary BAAIEERERFAA

equity holders of the parent FEAE TR & F
— Basic and diluted (RMB) —EAREE(ARY) 44.1 cents 41.8 cents
4417 41.8%
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31 December 2015 = E—HF+=-HA=1+—H
EEEEEEEEGEGEGEGEGEE G E S E S E S EE S EEE EE EE i

12. EARNINGS PER SHARE 12. 8RR EBERBEAEA
ATTRIBUTABLE TO ORDINARY FE4h 8 KR 2 F @)
EQUITY HOLDERS OF THE PARENT
(Continued)

No adjustment has been made to the basic earnings per share EREATENRERELSERERAR
amounts presented for the years ended 31 December 2015 and 2014 MEEREBESEERERAREZZNNA
in respect of a dilution as the impact of the warrants outstanding had ZBRH MRS E IR E A
an anti-dilutive effect on the basic earnings per share amounts E_E-—RFEN_ZT-—NF+ A=+
presented. —ALFEZIN2ERELRF S EIE

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - HE K& &

Machinery Furniture
and and Motor Leasehold Construction
Buildings  equipment fixtures vehicles improvements in progress Total
BF BERRE BKARZE AE HEMEEE ERIE @
RMB’000  RMB’000 RMB’000  RMB’000 RMB’000 RMB’000  RMB’000
ARBTR ARTrn AR%TR AR®TR AR®TR AR¥Tn AR%Tn

31 December 2015 —E-RF
t=A=t+-8
At 1 January 2015 RZZ-RF
—HA—8
Cost D9 307,002 180,945 2,081 15,990 528,097
Accumulated depreciation 2t E (12,946) (11,089) (1,292) (445) (26,604)
Net carrying amount REFE 294,056 169,856 789 15,545 501,493

At 1 January 2015, net of RZT—hF

accumulated depreciation —A—8"
Mk 248 294,056 169,856 15,545 18,108 501,493
Additions RE 3,061 10,162 = 141,607 155,417
Depreciation provided FRMERE
during the year (16,852) (8,653) (1,359) - (27,354)
Transfers B 6,108 8,020 - (14,128) -

At 31 December 2015, netof H-Z—HF
accumulated depreciation  +ZHA=+—8"

Hk 2 E 286,373 179,385 145,587 629,556
At 31 December 2015: RZE—AHF
TZA=+—H
Cost B AR 316,171 199,127 4,558 2,081 15,990 145,587 683,514
Accumulated depreciation 2 E (29,798) (19,742) (1,179) (1,435) (1,804) - (53,958)
Net carrying amount REFE 286,373 179,385 3,379 646 14,186 145,587 629,556
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13. PROPERTY, PLANT AND EQUIPMENT 13. %% - BME R & & @

(Continued)
Machinery Furniture
and and Motor Leasehold ~ Construction
Buildings  equipment fixtures vehicles  improvements  in progress Total
BF ERRRE GRREE RE HEMERE  ERIR f@st
RMB'000  RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETR ARBTR ARBTR ARETRT ARETR
! /]
31 December 2014 —E-mE
+-A=+-H
At 1 January 2014 : RZT—mF
—R—H
Cost A 120,561 43,103 3,971 2,028 - 23,200 192,863
Accumulated depreciation 25 E (6,295) (6,076) (477) (1,049) - — (13,897)
Net carrying amount REFE 114,266 37,027 3,494 979 - 23,200 178,966

At 1 January 2014, net of RZZ—mF

accumulated depreciation —A—8"
MR 25t E 114,266 37,027 3,494 979 — 23,200 178,966
Additions nNE 47,826 23,017 — 53 15,990 248,348 335,234
Depreciation provided FAMERE
during the year (6,651) (5,013 (355) (243) (445) — (12,707
Transfers R 138,615 114,825 - - - (253,440) -
At 31 December 2014, netof R =—Z—M4F
accumulated depreciation ~ +ZHA=+—8"
Nk EHE 294,056 169,856 3,139 789 15,545 18,108 501,493
At 31 December 2014: RZT—F
TZR=t-H
Cost BRA 307,002 180,945 3,971 2,081 15,990 18,108 528,097
Accumulated depreciation R & (12,946)  (11,089) (832) (1,292) (445) - (26,604)
Net carrying amount REFE 294,056 169,856 3,139 789 15,545 18,108 501,493
At 31 December 2015, certain of the Group’s building and machinery R-EBE—FHE+=-_A=+—8 K&
and equipment with an aggregate net amount of approximately BEESRELS A ARBET74564,000T (=
RMB74,564,000 (2014: RMB20,576,000) was pledged to secure bank — [ FE : AR #20,576,0007T) 7 & T 1#&
loans granted to the Group (note 21(b)). FMBEREEEARTAEERTE

Rz ER (M E210)
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14. PREPAID LAND LEASE PAYMENTS 14. B L HERE

2015 2014
—E2-IF —TmF
RMB’000 RMB’000

ARBT T AR®TT

Carrying amount at 1 January R—A—HBH®NERE 23,790
Additions during the year RERARNE 4,650
Amortised during the year R R 8 (597)
Carrying amount at 31 December RTZA=+—HAmMEEE 27,843
Less: Current portion included in prepayments, J#, : 5T ATE{I 3B - & &
deposits and other receivables H A W RIBERY R B3 (647)
Non-current portion EREE S 27,196
The leasehold land is situated in Mainland China and is held under a HE TN R B A - AR K ERAE
long term lease. EOESEE I
Leasehold land of the Group with an aggregate carrying amount of RZB-—HF+-A=+—H &&H
approximately RMB11,243,000 as at 31 December 2015 (2014: —RERE A E LD A AR 11,243,000
RMB11,485,000) has been pledged to secure bank loans granted to (ZZF — M :11,485,000) 2 HE £
the Group (note 21(b)). EABRTAEBRRITER ZERM T
21(b)) °
15
15. INVENTORIES 15. 7 &
2015 2014
—E-EF —ET—MF
RMB’000 RMB’000
ARMT T ARET T
Raw materials R 8,069 13,908
Work in progress TR 921,174 782,719
Finished goods X 16,226 33,861

945,469 830,488
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‘€=
15. INVENTORIES (continued) 15. 78 @)
As at 31 December 2015, the Group’s inventories with a carrying R-E—RAE+-_A=+—8B ' &&
amount of RMB366,103,000 (2014: RMB117,530,000) were pledged HFEREER AR %366,103,0007T (=
to secure bank loans granted to the Group, as further detailed in note T — O F: AR ¥117,530,0007T ) & 17
21(b) to the financial statements. B EAEBRTAEERFETERNER

#— TRIFEN M IS ImER M E21(0)

16. TRADE RECEIVABLES 16. B E 5 FH
2015 2014
—EB-AHf —T-nmEF
RMB’000 RMB'000

ARBTR ARETTT

Trade receivables JEWE 5 K18 187,900
The Group’s trading terms with its customers are mainly on credit. The AREBHEZEBEMNESERUAEER
credit period is generally one to three months. BRE-FEHBER—Z=MA-

The Group seeks to maintain strict control over its outstanding N6 B B 8 A R AR B A FE UKRR BRI
receivables. Overdue balances are reviewed regularly by senior BREES MBHANZERTHS R
management. Trade receivables are non-interest-bearing. EEETHR - BUKE S RIEE TG

B o
o
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16. TRADE RECEIVABLES (continued) 16. B B 5 X IE )

An aged analysis of the trade receivables of the Group as at the end of REBNREHRRENWNE HRIBEIREE

the reporting period, based on the invoice date, is as follows: HEAR R DT 0 T -
2015 2014
—E-AF —E-MmE
RMB’000 RMB’000
AR¥ET T ARETTT
Within 1 month 1@ A AR 82,014 86,375
1 to 3 months 12 31E A 57,482 81,517
3to 6 months 3z=6M@A 1,087 16,382
6 months to 1 year 6EAE1F 1,007 3,380
Over 1 year 1F 0 369 246
141,959 187,900

An aged analysis of the trade receivables, based on the credit terms,
that are neither individually nor collectively considered to be impaired, is

as follows:

5 48 A R TR A TR E & YK
BHRARERBERNERITET

2015 2014

—E-REF —E-4E

RMB’000 RMB’000

AR¥ET T ARETTT

Neither past due nor impaired R #5380 HA J% R ORL (B 139,496 167,891
Less than 3 months past due w1 H DB 1E A 1,087 16,382
3 to 6 months 3Z6E A 728 3,164
6 months to 1 year 6EAE1F 298 229
Over 1 year 1F 0 350 234
141,959 187,900
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16. TRADE RECEIVABLES (continued) 16. B E 5 X IE )

The trade receivables that were neither past due nor impaired relate to HMABmENMEBRENERE S HIBEEE
a number of diversified customers for whom there was no recent ZITREFEH  MENOHRITEED
history of default. T8k -

The trade receivables that were past due but not impaired relate to a CEHES ERENEIWE 5 R IEEE
number of customers that have a good track record with the Group. ZEREBM BENKERZ R
Based on past experience, the directors are of the opinion that no RiF - BENAFLSR EFRAEEEE
provision for impairment is necessary in respect of these balances as BEWESANE  BHSEEKDE A
there has not been a significant change in credit quality and the A2 YglkE Atk BAR L SEERIED
balances are still considered fully recoverable. The Group does not hold HEREGE AEBTERZSEESRER
any collateral or other credit enhancements over these balances. FEF G E A ESEERED

i o

17. PREPAYMENTS, DEPOSITS AND 17. BN FHE - e R EHAM
OTHER RECEIVABLES & W R TR

2015 2014
—E-EE —E U
RMB’000 RMB’000

AR¥ T ARETT

Prepayments T8 K18 55,106 68,005
Deposits and other receivables e kEAERFIE 194,173 99,150

249,279 167,155
None of the above assets is either past due or impaired. The financial T EESEESHAIRE e L&A
assets included in the above balances relate to receivables for which Pl EEY RERNHENCDEZER
there was no recent history of default. FRIE ©
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18. CASH AND CASH EQUIVALENTS AND  18. Eﬁ,%é’%iﬁ,ﬁ%ﬁ% RE

TIME DEPOSITS HFER
2015 2014
—E-HF —T—F
RMB’000 RMB’000

ARBTR ARETT

Cash and bank balances BE RIBITHER 186,048 218,466
Time deposits T BTF 2,874 1,820
188,922 220,286
Less: A
Non-pledged time deposits with original RESHRR=EAZIHN

maturity of over three months when acquired EE T HFS (2,874) (1,820)
Cash and cash equivalents BHeMNREEEDY 186,048 218,466
Denominated in RMB UAREE 184,698 159,437
Denominated in Hong Kong Dollar (HK$) B TTEtE (B T) 1,350 59,029
Cash and cash equivalents ReLBReEED 186,048 218,466
RMB is not freely convertible into other currencies. However, under ARETEEEBRABRKEMEE - R
Mainland China’s Foreign Exchange Control Regulations and o AR5 R B R (O E B IR G ) R4
Administration of Settlement, Sale and Payment of Foreign Exchange lE-EELNEEERT) AEHAE
Regulations, the Group is permitted to exchange RMB for other BEREKEIIEEZTDRITHEARE
currencies through banks authorised to conduct foreign exchange HBKEMmE -
business.
Cash at banks earns interest at floating rates based on daily bank RITR SR BREBEEERTERINERGFE
deposit rates. The bank balances and time deposits are deposited with B))Z B) FIl = BREUF B - $R1T 45 88 I E AP
creditworthy banks with no recent history of default. GRIDGEROHYEHERERLEEZE

PR AF B ERTT
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19. TRADE PAYABLES 19. B B 5 R 1E
An aged analysis of the trade payables as at the end of the reporting REHREMNE S FELREEZEAHD
period, based on the invoice date, is as follows: RESTIT -
2015 2014
—E-AF —ET—MmF
RMB’000 RMB’000

ARBTR ARBET T

Within 3 months 3ME A AR 50,338 102,149
3to 6 months 3z=6MEA 17,704 31,924
Over 6 months 61E A £ 50,417 41,535

118,459 175,608
Trade payables of the Group are non-interest-bearing and are normally REBENESRETNE A BT E
settled on terms of one to six months. The carrying amounts of the R—ERNEARNGEST FENEBESHEHN
trade payables approximate to their fair values. BREEEEAFEMES -

20. OTHER PAYABLES AND ACCRUALS 20. % i ENRIBEREFIE
2015 2014
—E-AF —TmE
RMB’000 RMB’000

AR® T AR®TT

Advances from customers TE UK BR 5K 2,906
Other payables H b JE S FKIB 49,612
Accruals EstE e 5,826

58,344
All these balances are non-interest-bearing and other payables have an FrBEZSHEAB TS Bt ERRIE
average term of three months. FHHRAB=M@A -
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21. INTEREST-BEARING BANK AND
OTHER BORROWINGS

21. 5 B RIT R E A B

Current
Bank borrowings
— secured®®
Finance lease payables®
(note 22)

Non-current
Bank borrowings
— secured®®

Finance lease payables”
(note 22)

Analysed into:
Bank borrowings
repayable:
Within one year
In the second year
In the third to fifth
years, inclusive

Finance lease payables:
Within one year
In the second year
In the third to fifth years,
inclusive

2015 2014
—E-8HF —EF
Effective Effective
interest rate interest rate
(%) Maturity RMB’000 (%) Maturity RMB '000
BERFE(%) FIH AR¥TRT ERFIE%) FIH ARETT
BN &
RITIE R 2014
— 7 K e 5.80-7.20 LRGN 580-7.20 —ZE 4 308,760
EffRERExR®E"
(KfzE22) 5.99 20,585 -
570,345 308,760
FENE
RITIE R 2016-2017
— A K |en 2017 —E-RER
—E—+&E 40,000 6.00-6.46 —Z—+4F 109,000
FENRERERRAE" 2017-2018
(KfzE22) —E—tEE
599 —E—N\& 34,415 —
74,415 109,000
644,760 417,760
DI
EEERTEN:
R—FR 308,760
FER 49,000
EZFEFRFR 60,000
(REERME)
589,760 417,760
R ERERAE:
R—FR 20,585 —
E-FR 22,692 -
F-FEZEFRFN 11,723 —
(BEEERMF)
55,000 -
644,760 417,760
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

INTEREST-BEARING BANK AND
OTHER BORROW'NGS (Continued)

Notes:

(a) As at 31 December 2015, the Group’s banking facilities amounted to
RMB944,520,000 (2014: RMB717,000,000), of which RMB589,760,000
(2014: RMB417,760,000) had been utilised.

(b) At the end of the reporting period, certain of the Group’s assets were

pledged to banks and other lender for securing the bank loans and other
finance lease granted to the Group.

The carrying values of these assets are:

31

i} i h 2 B 5t (5%)

December 2015 —E—RF+-A=+—H

Property, plant, and equipment M HER&E
Leasehold land HETH
Inventories FE

o /= H ER
1. 5T ERETREMER @
B 5 -
@ RZE—AF+-A=+—H0 Xx5%£H
WITHMETEE B A R 944,520,0007T
—Z= % AR¥717,000,0007T)
I B B A H AP A R #589,760,0007T
—ZF P4« AR 417,760,0007T) °
() RBEHR AEESTEERF TR
TREMEES FARFAEEIET
EXREMMEMAEZER-
REBEZREES:
2015 2014
—E—-EHF —E—MF
Notes RMB’000 RMB’000
Mt AR® TR ARBETIT
13 74,564 20,576
14 11,243 11,485
15 366,103 117,530
451,910 149,591

All the Group’s bank and other borrowings are denominated in RMB.
The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values.

FINANCE LEASE PAYABLES

The Group leased certain of its machinery and equipment in 2015 and
these leases are classified as finance leases with remaining lease terms
of 3 years.

The balances represent loan borrowed by the way of the following sales
and leases back arrangements: with the principal of RMB55,000,000
and bearing effective interest at a fixed rate of 5.99% per annum. The
Group paid a guarantee deposit of RMB5,500,000 and a service fee of
RMB1,245,000 to the lessor. The loan is repayable on 29 December
2018.

22.

AEBRAERTEEMERIAARE
AHE-AEBERITREMERNEEE
HmENVEMES -

MEHERMNE

REER —T-—HAFHEETHENR
woMLFHENDHARRERE Rl
H=4F o

EerERBU T HEHEEBE 2 HE T A RE
ZER: LA S 5 A R %55,000,0007T
RETETEBRFFEL599%: 8 KEH
2R HEAZTRE 2 AR 5,500,000
TR RSB ARK1,2450007C ° WL HE
HERZZE-NF+ZAZ+NLBE

= o

5
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22. FINANCE LEASE PAYALBES (continued) 22. Ft & 0 & B FOE @)
BEHEERHBZE WHEPRILEE
#) A E M TA R ARE
1002 B BHEZAFMAEA -

According to the sales and lease back agreements, if no default occurs
during the lease term, the ownership of the plant and machinery shall
be automatically transferred to the lessee at price of RMB100.

RZE—RAF+_A=+—H &A&EH
BEBREHESEZRELEEZER
EE A ARK55,103,0007T °

As at 31 December 2015, the Group’s machinery and equipment with
a net carrying amount of RMB55,103,000 were held under finance
leases.

The total future minimum lease payments under finance leases and RIEMEHEZ AR ERERBAZE

their present values were as follows: MEBERT :
Present value
Minimum of minimum
lease payments lease payments
2015 2015
BEHEERE
BRERERE 2 BE
—E-RE —E-RE
RMB’000 RMB’000
AR T T ARET T
Amount payable: J& 1~ 5/ IE -
Within one year —F R 22,850 20,585
In the second year EF 24,276 22,692
In the third to fifth years, inclusive F_FEFERAFNK
(BIEERMF) 12,229 11,723
Total minimum finance lease payments REMEHERERE 59,355 55,000
Future finance charge AEmEL N (4,355)
Total net finance lease payables RE T E RN OB FEA 55,000
Portion classified as current liabilities (note 21) DrEAERBEEIH Y (ME21) 20,585
Non-current portion (note 21) IEmEE D (M sE21) 34,415
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23. DEFERRED TAX 23. IE fE i 18
The movements in deferred tax liabilities and assets during the year are BEHREAELMEENFRNZEH N
as follows: T

Accruals and
other  Withholding
Unrealised deductible tax on
profit/(loss) temporary distributable

on inventories differences dividends Total
EEtRHER
BERFE HtwEN BHEAUTSIK
AME(FE) ERMEEE REZENS wat
RMB’000 RMB’000 RMB’000 RMB’000

ARBTIT ARBTRT ARBTT ARETT

At 1 January 2014 R-ZB—m&E—A—H — — (8,751) (8,751)

Deferred tax credited/(charged) FRNREBHRKRT A
to the statement of profit or (k) 2 BRI 1E
loss during the year (note 10) (K$3E10) 327 - - 327

Net deferred tax liabilites asat R -—Z—MHE+ = A

31 December 2014 and =+t—BK
1 January 2015 —E—RF—A
—BRZEEHREARE
peri-) 327 — (8,751) (8,424)

Deferred tax credit/(charge) to FRAREBERRK
the statement of profit or loss FASFHEBR) 2
during the year (note 10) IRIE R IE (P 51 10) 661 1,903 (6,010) (3,446)

Net deferred tax liabilitesasat R-—ET—HF+_-A
31 December 2015 Zt+t—BZEEHE
BEFE 988 1,903 (14,761) (11,870)
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23. DEFERRED TAX (continued)

Pursuant to the Corporate Income Tax Law of the People’s Republic of
China, a 10% withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in
Mainland China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding tax
rate may be applied if there is a tax treaty between Mainland China and
the jurisdiction of the foreign investors. For the Group, the applicable
rate is 10%. The Group is therefore liable for withholding taxes on
dividends distributed by those subsidiaries established in Mainland
China in respect of earnings generated from 1 January 2008.

As at 31 December 2015, the Group has not recognised deferred tax
liabilities of RMB59,045,000 (2014: RMB42,267,000) in respect of
temporary differences relating to the unremitted profits of subsidiaries
amounting to RMB590,453,000 (2014: RMB382,632,000), that would
be payable on the distribution of these retained profits as the Company
controls the dividend policy of these subsidiaries and it is probable that
these profits will not be distributed in the foreseeable future.
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3. i 3E B 18 (@)

REBPEARAMBEEMRETE B
B A B SZ Y S R R B R E R IR MR
EEMEIROBKEABNI0%TEMH -
BEREB_TZENF-A-HBELE
Mo BERR_FETLF+_A=1—
HigZzBM - MhEAERMIESE
P B B RAME R AT LA R 4D - RIAT BE
FEREMEHNRE -BRAKEMF -
BRABRER10% - At AEBEEAEE
RRPEAMKLIZZERERRR
TEZNF-R—HRELZENMDIK
Z BB IR o

W-_ZE—RAE+_-_A=+—8 AKX
RABHZEWNBRARNBRERE B
ZEBFRARLRRATEDIR WAL
EUWEpRREREHNSEENEGRAN
B2 A Ak E LA OE A R #590,453,000
T(ZZE -4 AR%382,632,0007T)
CEREZERABLCEREABEAR
#59,045000L( = ZF — M F: AR
42,267,0007C) °
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24. OTHER LONG TERM LIABILITIES 4. HthREEE
As at 31 December 2015, the actuarial liabilities existing in relation to R-ZE—RE+=—_A=+—H8B B@AR
the retirement benefit obligations for employees who retired prior to the TR AR R UL BE N EE A EEE AR A A
acquisition of Huzhou Laohenghe Brewery Co., Limited by the BEARHNEENEREBNEERLRIEREE
controlling shareholders and the early retirement obligations for KEEMIREEERKEEITMEAEANEER
employees who early retired were RMB4,505,000 (2014: EAEANR4505000TC(ZF —MF:
RMB4,684,000). The benefit obligations arising from the plans were AR ®4,684,0007T) c st2IEAREFE
unfunded. FRAEFES -
()  The movements of the actuarial liabilities recognised in the @ MRUMBEMRIRANZEERLFE
statement of financial position are as follows: BRNAEEHNT -

2015 2014

—E—FE —E—OF
RMB’000 RMB’000

ARBTR ARETT

Carrying amount at beginning of year FUMEREE 4,862
Benefits paid =N (178)
As at end of year R EF R 4,684
(o)  The discount rates and the principal actuarial assumptions for the by LtAETHRBEXRRFIEZEHER
above obligations are as follows: B NS
2015 2014
—E-RF —T-EF
Discount rates: BLIR &K -
Medical benefits EEEF 4% 4%
Survivor pension il & 2.7%—2.9% 3.5%-3.8%
Average annual benefit increase: FRTFHBAEM :
Medical benefits BEEN 0%—4%
Survivor pension M & 15%
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25. SHARE CAPITAL 25. fig Zx
Shares [N
2015 2014
—E-HF —E—OF
RMB’000 RMB’000
AR¥T T ARBEF T
Authorised: EE
1,000,000,000 ordinary shares of US$0.0005 1,000,000,000 fi%
(RMBO0.00305) each % ™ {B0.00053% JT
(AR®0.003057T) 2 & i@ A% 3,050
Issued and fully paid: BEEITRAR
518,750,000 ordinary shares of 518,750,000 f%
US$0.0005 (RMB0.00305) each &A% E{E0.00053% 7T
(AR®0.003057T) 2 & @Ak 1,584
The movements in share capital were as follows: A ZEHIMT
(a)  On 28 January 2014, the Company was successfully listed on @ MmZE—EOF—A=+/N\H ' £&A2Q
the SEHK by issuing 125,000,000 shares of US$0.0005 each at AR IR 7.15% 7T % 17 125,000,000
HK$7.15 per share. As part of the Listing, 365,000,000 shares A% & B M {E0.0005% T 2 % 1 1
were issued by way of capitalisation of share premium on the BB XK LT MBRER
proceeds from the issue of 125,000,000 shares as stated in Fratil 2 BRAAFTE - tEA LA —
share capital as detailed in the Prospectus. B9 - 33 8 ¥ 17 125,000,000 A% %
2 Fr 15 5K 2 AB AR 0 % (B
TE R E 7T = - 8 17365,000,000
B A& 5 ©
Following the issuance of 490,000,000 shares as described M E 47 £ it 490,000,000 % A% 1) 1%
above, the Company'’s issued shares increased from 10,000,000 XA R E 17 I 49 81 10,000,000 %
shares of US$0.0005 each to 500,000,000 shares of US$0.0005 J% T {5 0.0005 3 7T 2 A% 10 3E N &=
each. On the date of the Listing, the Company had 500,000,000 500,000,000 #% & A% M {B0.0005 3%
issued shares of US$0.0005 each. T2 R EMBE  NAAE
5 500,000,000 % f% T {&0.0005
ETLZBEBETRG -
(o) On 18 February 2014, the Company allotted and issued b)) RZZE—HWF-_A+NB: ' RBE

18,750,000 additional shares of US$0.0005 each at HK$7.15
per share pursuant to the exercise of the over-allotment options
by the international underwriter. On the date of approval of the
financial statements, the Company had 518,750,000 issued
shares of US$0.0005 each.
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25. SHARE CAPITAL (continued) 25. % 7K ()
Shares (Continued) B 2 (%)
© A summary of the transactions during the period with reference © HMAXZLERRADHETRA
to the above movements in the Company’s issued share capital Pt E T
is as follows:
Share
Number of Issued premium
shares in issue capital account Total
21T 2817 g 2<
g g S HERR et

RMB'000  RMB'000  RMB’000
ARBTT ARBTT ARBTT

At 1 January 2014 KT —MOF
—H—H 10,000,000 31 — 31
Capitalisation issue BEAR{bET 365,000,000 1,114 — 1,114
Issue of shares in connection with §t _F T 277 & 19 &
the Listing and exercise of the 77 {8 £8 fir A% #2¢
over-allotment options 143,750,000 439 806,694 807,133
518,750,000 1,684 806,694 808,278
Share issue expenses EmHX — — (37,205) (37,205)
At 31 December 2014 R_ZT—F
+-—A=+—H 518,750,000 1,584 769,489 771,073
At 31 December 2014 RZZE M
and 1 January 2015 +-A=+—HH
—E-RhEF
—H—H 518,750,000 1,684 769,489 771,073
Final 2014 dividend declared EERk=-F—OF
REAIR B - - (51,875) (61,875)
At 31 December 2015 RZZE—AF
+-A=+—H 518,750,000 1,684 717,614 719,198
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26. RESERVES

The amounts of the Group’s reserves and the movements therein for

the current and prior years are presented in the consolidated statement

of changes in equity on pages 75 to 76 of the financial statements.

(a

(b)

(c)

(d)

Merger reserve

The merger reserve represents the difference between the
Company’s share of the nominal value of the paid-up capital of
the subsidiaries acquired over the Company’s cost of acquisition
of the subsidiaries under the principles of the pooling-of-interests
method.

Capital reserve

Capital reserve arose from the capital contribution by the
controlling shareholders of the Company.

Statutory surplus reserve

Transfers from retained profits to the statutory surplus reserve
were made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries established in the PRC, and were approved by the
respective boards of directors.

Warrant reserve

Warrant reserve represents the proceeds received from the
placing of unlisted warrants of the Group. Warrants expired on 2
September 2015 and gain upon expiry of warrants was
recognised in other income.
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27. PLEDGE OF ASSETS 27. EEEH
Details of the Group’s bank loans which are secured by the assets of BRUAEBESEFREROAREERETT
the Group are included in note 21(b) to the financial statements. EFOFBHATBREMT210) .

28. OPERATING LEASE ARRANGEMENTS 28. R & fHE & H
The Group leases certain of its properties and equipment under REBEREKEHETHRBEE TWE
operating lease arrangements. Leases for properties and equipment LERE-WERREONHBERBENF—
are negotiated for terms ranging between one and ten years. EFF o
At 31 December 2015, the Group had total future minimum lease RZE—RE+ZA=+—RB K&
payments under non-cancellable operating leases falling due as follows: BEFEH 2 A REECEREL N Z A

REREHERALBENT

2015 2014
—E-&F —E—HF
RMB’000 RMB’000

AR®BTR ARETTT

Within one year —FR 791
In the second to fifth years, inclusive F_FEEERFA(BEEEMF) 2,200
After five years RF 1% 1,884

4,875
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29. COMMITMENTS 29, & IE
In addition to the operating lease commitments detailed in note 28 M E ST sE28FT A 4l #Y AC & FH & & 42
above, the Group had the following capital commitments at the end of G REBRBEEAREAR T 5 E ARNE
the reporting period: ¥E -
2015 2014
—E-AF —E-MmF
RMB’000 RMB’000

ARBTR ARETT

Contracted, but not provided for: BRTHBERFTIR B
Plant and machinery B T 16,406
AY ——
30. RELATED PARTY TRANSACTIONS 30.EHBEERRS
(a) Outstanding balances with related parties (2 R ET 2 RKEEER
The Group had no outstanding balances due to its related parties RZE—RAFM_ZT—OF+=
as at 31 December 2015 and 2014. A=+—8 XEEHEENEE
FRZREERH -
(b) Compensation for key management personnel (including (b) AEBETESEASNMNES (B
directors’ remuneration) of the Group: BEERD)
2015 2014
—E-AF —E-mE
RMB’000 RMB’000
ARBT R AREF T
Salaries, allowances and benefits in kind e EAEREYH R 523
Performance related bonuses FRIMEBE T 620
Pension scheme contributions RIK S 5T EIE 3K 44
Total compensation paid to INFEEEERAED
key management personnel M < 4858 1,187
Further details of directors’ emoluments are included in note 8 to EHEEWamE—THEBEER
the financial statements. MR TS
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30. RELATED PARTY TRANSACTIONS

(Continued)

i} i h 2 B 5t (5%)

31 December 2015 —E—hF+=-HA=1+—H

(c) On 1 January 2014, Chen Weizhong and Huzhou Laohenghe
Brewery Co., Limited entered into a licensing agreement,
whereby Chen Weizhong agreed to grant Huzhou Laohenghe
Brewery Co., Limited and its subsidiary and any new subsidiaries
to be set up in the future an exclusive right to use Chen
Weizhong’s trade-secret cooking wine recipes for no

consideration.

31. FINANCIAL INSTRUMENTS BY

CATEGORY

The carrying amounts of each of the categories of financial instruments
as at the end of the reporting period are as follows:

Financial assets

31.

30.EHEELIRF @

() R=—z—mHmFE—A—8 FHLH
HINEEMBEERR R FET L —
HHABE Bl RELRER
THMEEMEBEEGR A - EHK
JB 22 B e A a] AR ST B S RO B B8
RAEBREN - A EEERARE D
MEUER B EWEA T

BERESAINEMITA

EHEeRIANBEARZEEAERN
T

TREE
2015 2014
—2-1% —TmE
Loans and Loans and
receivables receivables
EXRRK ERK
B W FE JE WK T8
RMB’000 RMB’000

ARBTR AREETT

Trade receivables

Financial assets included in deposits
and other receivables

Time deposits

Cash and cash equivalents

JE W E 5 KA
FPARE ME A E Y RIE R
RelBReEEY

141,959 187,900

106,520 23,4183
2,874 1,820
186,048 218,466

437,401 431,599

ZENBEBRAR —Z-AFFR



NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi %5 ¥k 2% B a1 (48

31 December 2015 —E—RFE+-A=+—H
GGG G G E IR

31. FINANCIAL INSTRUMENTS BY M.RERESHNEMIA

CATEGORY (Continued) (4&)
Financial liabilities SRIaE
2015 2014
—E-EHF —E N
Financial Financial
liabilities at liabilities at
amortised cost amortised cost
REBERAT  IREIHEAAT
EWEeMmEsdE HKHaemad
RMB’000 RMB’000
AR TR ARBFT
Trade payables FERE 5 A 118,459 175,608
Financial liabilities included in other payables FFAEMENRIEREFIEE®
and accruals ERaE 22,758 42,027
Interest-bearing bank and other borrowings FRRITEEMER 644,760 417,760

785,977 635,395

32. FINANCIAL RISK MANAGEMENT R.UBKEREEEER
OBJECTIVES AND POLICIES R

The Group’s principal financial instruments comprise interest-bearing AEBENFZeMIARFESBRITR
bank and other borrowings, an amount due from a director, and cash HMER BR—BEEFEURRS
and cash equivalents. The main purpose of these financial instruments LEeFEEY ZFESRIANTEHR
is to raise finance for the Group’s operations. The Group has various HNERAEENEESRER A&
other financial assets and liabilities such as trade and bills receivables FZREEBHEREEEENAMS
and trade payables, which arise directly from its operations. MEERBE WERESREREK

EBRUARENEZHIA -
The main risks arising from the Group’s financial instruments are credit

risk and liquidity risk. The directors review and agree policies for AEBeRMIAEEEANETERRBAER
managing each of these risks and they are summarised below. B RnEtRERE EERITRETE

BEBERBOBE  GREBERBANT
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32. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk

A major concentration of credit risk arises from the Group’s exposure
to a substantial number of trade receivables, other receivables, time
deposits, and cash and cash equivalents.

Trade receivables are typically unsecured and derived from revenue
earned from customers in the PRC, which exposes the Group to credit
risk. The Group has policies in place to ensure that the sales of
products are made to customers with an appropriate credit limit, and
has strict control over credit limits of trade and other receivables. In
addition, the balance of trade receivables is monitored on an ongoing
basis and the Group’s exposure to bad debts is not significant. Further
quantitative data in respect of the Group’s exposure to credit risk
arising from trade and other receivables are disclosed in notes 16 and
17 above.

Cash and time deposits are mainly deposited with registered banks in
Mainland China. The Group has policies to limit its credit exposure to
any financial institutions and management believes these financial
institutions are of high credit quality.

The carrying amounts of trade receivables, other receivables, time
deposits, and cash and cash equivalents 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.

32.%%@@%@5%&

(%)

ERER

ERRBRIESPAEANSEMERDAX
ERWEZHIE HMEWHIE  EH
FRERERBASEBYEENER -

FEUE 5 5RIE — M A EIE IR ok B B
FEEFPMNEA - EEBREARR - K
CSEEHTHERRERERLETS
BEEREENEFR  BHEREEHER
B BEREMERFIENERAEE -
pEoN AEEFEEREWRE S REL
BEHBR MASENZERRBRTTE
K- BEAEBARKE HHREREAM
FEUGRIBE £ M5 B R B A — 0 8UR
EREXKEI6RITHE -

ReRhEHFERIEFERTEAMLNE
MERTT - AKBEHIET TR & H iR E
MemEBEsIBNERRRNBE B
EEERARRELRBRBEARTNE
REx-

AFARAEMBRARNERE 5 KA
HibEWF IR - EMEFRARR S B
SEBYNREEALASEERESH
BEMRRNEAERR AEEHREELM
HREAEARBODREE -
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32. FINANCIAL RISK MANAGEMENT NR.UREKREEEER
OBJECTIVES AND POLICIES (continued) BUR )
Liquidity risk B = B
The Group’s policy is to maintain sufficient cash and cash equivalents AREBNOBREARBAVRNE S LIRS
and have available funding through capital contribution and bank EEYTEBIERFEITERDNEE
borrowings. % o
The maturity profile of financial liabilities as at the end of the reporting RIEB KR LT BXRERNT A
period, based on the contractual undiscounted payments, is as follows: EMOeRaE@NaHERnT:
At 31 December 2015 N-—Z—R&+=-HA=+—H
Less than 3to 12 1to5
On demand 3 months months years Total
=@EA — &
RERKE =@BRAR E+={EA EHE ot

RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARBTRE ARBTRE AR®TR AR®TR AR®TR

Trade payables JERTE 5 3RE 68,122 118,459
Financial liabilities included T ACE i FE At
in other payables and KIB K FER
accruals HE M %@
aE 22,758 22,758
Interest-bearing bank and FFERITR
other borrowings H i g3 84,714 504,671 77,836 667,221

68,122 157,809 504,671 77,836 808,438
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32. FINANCIAL RISK MANAGEMENT N.HFERKMEEREER
OBJECTIVES AND POLICIES (continued) BUER )
Liquidity risk (Continued) B 1 R B o)
At 31 December 2014 R-ZE-—NE+ZA=+—H
Less than 3to 12 1tob
On demand 3 months months years Total
=1@A —%F
A E KK —@BAn Z=E+=EA ERF st

RMB'0O00 ~ RMB'0O00 ~ RMB'000  RMB'000  RMB’000
ARBTIT ARBTIT AR®BTT ARBTT ARBTRT

Trade payables FERHE 5 3E 73,459 102,149 — — 175,608
Financial liabilities included &1 A H ftb &
in other payables FNIE N AT
and accruals BEEMNSR
B{E - 42,027 - — 42,027
Interest-bearing bank and FFEESRITR
other borrowings H b & 5K - 26,590 302,753 116,300 445,463
73,459 170,766 302,753 116,300 663,278
Capital management EXRER
The primary objectives of the Group’s capital management are to AEEBEAEENIEZEEARRASE
safeguard the Group’s ability to continue as a going concern and to BELEENARBERFIBREOE RN
maintain healthy capital ratios in order to support its business and DT RAEEBRAREFRHE AN
maximise shareholders’ value. The Group manages its capital structure BE AEBZEELERINEE
and makes adjustments to it in light of changes in economic conditions. EERABREEARARE - BERFRARE
To maintain or adjust the capital structure, the Group may adjust the BAEE AEBKSAELFTFRE
dividend payment to shareholders, return capital to shareholders or RRE S RO AN PR R KBTI -

issue new shares.

EZENMEERAT —E—HEEH 137



138

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Wi %5 ¥k 2% B a1 (48

31 December 2015 = E—HF+=-HA=1+—H

32. FINANCIAL RISK MANAGEMENT

33

OBJECTIVES AND POLICIES (continued)

Capital management (Continued)

The Group monitors capital using a gearing ratio, which is net debt
divided by capital plus net debt. Net debt includes trade payables,
other payables and accruals, interest-bearing bank and other
borrowings and other long term liabilities less cash and cash
equivalents. Capital represents total equity of the Company. The
Group’s policy is to keep the gearing ratio at a reasonable level. The
gearing ratios as at the end of the reporting periods are as follows:

Group

32.%5%@@%@@%&

(%)

EXEE @

AEBRAEAABLRERES %
R B EBRIAE AT ML EEB
F-FEHERBNESFA  HME
NRBEREFEE  FERITREME
BPAREMEMBERRE A CEE
Mo BRBEARARBWBER NEBE K
BERRBERABLEERFNA AKX
FoRMmEMRNERABLELERNT :

AEH

2015 2014
—E-EF —ZE—OF
RMB’000 RMB’000

ARE TR ARET T
Trade payables FERTE 5 %18 118,459 175,608
Other payables and accruals His B R EFIER 55,847 58,344
Interest-bearing bank and other borrowings FFEIRITREAME K 644,760 417,760
Other long term liabilities EmERHAE 4,505 4,684
Less: Cash and cash equivalents HWoIRERIBEEEEY (186,048) (218,466)
Net debt FETS 637,523 437,930
Total equity AR 1,423,331 1,254,404
Capital and net debt BEARRFER 2,060,854 1,692,334
Gearing ratio BREEHER 31% 26%

COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements, due to the
implementation of the Hong Kong Companies Ordinance (Cap. 622),
the presentation and disclosures of certain items and balances in the
financial statements have been revised to comply with the new
requirements. Accordingly, certain comparative amounts have been
restated to conform with the current year’s presentation and
disclosures.
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34. STATEMENT OF FINANCIAL POSITION 34. &A@ 2 B E R R &

OF THE COMPANY
Information about the statement of financial position of the Company at RBEBAR BEALARBBERARZ
the end of the reporting period is as follows: BRI
2015 2014
—E-EF —E—MmF
RMB’000 RMB’000

ARBT R AR®TT

NON-CURRENT ASSETS ERBEE

Investments in subsidiaries RBRARIZEE -
Total non-current assets IEREBEELE —
CURRENT ASSETS REBEE

Prepayments, deposits and other receivables &~ 308 - & & K H b fig Yg 7 0E 178 1,455
Due from a subsidiary JE U — & B BB & R ZROB 689,193 699,757
Cash and cash equivalents HeRESZEEY 1,309 7,076
Total current assets MEEEMLE 690,680 708,288
CURRENT LIABILITIES REEE

Other payables and accruals HivE B R EFIEE 50 48
Total current liabilities MBBERERE 50 48
NET CURRENT ASSETS AND NET ASSETS EFARBEENTEE 690,630 708,240
EQUITY ER

Share capital 28 ITRA 1,584 1,584
Reserves i 689,046 706,656
Total equity AR 690,630 708,240
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34. STATEMENT OF FINANCIAL POSITION 34. & 2D 3 2 Bt i 3R & )
OF THE COMPANY (Continued)

Note: B3 -
A summary of the Company’s reserves is as follows: AARFEEREZWOT :
Share Exchange
premium Warrant fluctuation Accumulated
account reserve reserve losses Total
AREE EXKE
AR E 1] i Rt BE @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTIT ARBTT ARBTR ARBETT AR®TR

At 1 January 2014 RZE—MOFE—H—H — — — (64,008) (64,008)
Total comprehensive loss for the year FRNGEEX — - 2,929 (9,713) (6,784)
Issue of shares in connection EmETRY
with the Listing 806,694 — — — 806,694
Share issue expenses P L (37,205) — — — (37,205)
Net proceeds from issue of warrants B ER SR AR B W - 7,959 - - 7,959
RZT—mEF
At 31 December 2014 and +-A=+—HxK
1 January 2015 —E-HFE—HF—H 769,489 7,959 2,929 (73,721) 706,656
Total comprehensive income for the year & 4R & WA 4858 — — 41,569 655 42,224
Gain on expiry of warrants 1' HY R AR M B e - (7,959) - - (7,959)
2014 final dividend declared ER-ZE-—NERE (51,875) - - - (51,875)
At 31 December 2015 NZE—FF
+=ZA=+— 717,614 - 44,498 (73,066) 689,046
The financial statements were approved and authorised for issue by the EFEgERZE—R"F=ZA=-+NB#t
board of directors on 29 March 2016. NIRRT EMRE -
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