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MANAGEMENT DISCUSSION AND ANALYSIS
=2l EsImE N

BUSINESS REVIEW

We are a condiment production enterprise recognised as China time-
honoured brand. Our brand, “Lao Heng He”, is the leading brand of the
Chinese cooking wine industry. We are devoted to becoming the most
influential condiment production enterprise in China, and provide
consumers with quality, healthy and natural condiment products, namely
brewed cooking wine, yellow rice wine, naturally-brewed soy sauce,
vinegar, fermented bean curd and soybean paste, inherited from the
mastery of traditional brewing techniques as a time-honored brand over a
century. This is also the core strategy of the Group in the long-term
development.

In 2017, being one of the three excellent “potential enterprises” in the food
industry, we once again named China Top 100 Most Promising Public
Listed Company by the Forbes. Huzhou Laohenghe Brewery Co., Limited
RN EFEEEA R A A]), a wholly-owned subsidiary of the Group, was
honored with “Three Famous” Development Pilot Enterprises of Zhejiang
Province” (M) L& [ =% ] BB H B %) and “Quality Award of Huzhou
City Government” (811 T I 7 & & %) during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Transformation and Upgrading Step-by-Step
Diversified Sales Channels

In the first half of 2017, with the increase of household expenditure and
expenditure on catering, the overall market of the condiment industry kept
expanding, of which over 70% of the capacity and the growth came from
the distribution channels' and catering channels. The supermarket industry,
on the other hand, experienced a downturn with a continuous drop in its
revenue. In response to the market trend and to reduce the risk arising
from the declining performance in the supermarket industry, we will
continue to enhance and transform our existing sales channels to diversify
our development. We envisage that diversified development strategy will
bring in attractive business opportunities to enhance the future growth of
the Group. Therefore, most of our sales and marketing resources will
continue to be invested in the establishment of the distribution channels,
catering channels and e-commerce channels (the “New Sales Channels”).
In order to support the diversified development strategy, we have adopted
a sales end market penetration strategy and actively established a sales
team to promote the establishment of the New Sales Channels and
currently, we have a sales force of around 283 staffs. Our product
distribution terminals were gradually penetrated into the rural market of the
third and fourth-tier cities, counties, villages and towns in Yangtze River
Delta region and will penetrate into the markets of the third and fourth-tier
cities in other areas across the nation, which helps us to react promptly to
the market and improves the speed of product distribution. In the
meantime, we have put greater efforts into brand promotion through
traditional television media, new media, self-media and ancillary promotional
activities, so as to enhance the brand awareness of “Lao Heng He” in
various aspects and consolidate our leading position and reputation in the
cooking wine industry, which would in turn promote the sales of the
products of the Group. Leveraging on the establishment and penetration of
the New Sales Channels, sales from the distribution channels increased
from RMB98.4 million in the first half of 2016 to RMB124.2 million for the
corresponding period of 2017, representing an increase of 26.2%. Sales
from the catering channels and the e-commerce channels increased from
RMB2.2 million in the first half of 2016 to RMB7.6 million for the
corresponding period of 2017, representing an increase of 245.5%. In the
first half of 2017, the sales from our top 10 customers of New Sales
Channels increased by 23.7% compared with that of the corresponding
period of 2016. However, sales from the supermarket channel declined
from RMB259.4 million in the first half of 2016 to RMB229.6 million for the
corresponding period of 2017, representing a decrease of 11.5% due to
the fact that less marketing resources were allocated to the supermarket
channels since our sales resources were mainly invested in setting up the
New Sales Channels.

1 Distribution channels: retail channels of regional small retailers, including
convenient stores, farmers’ markets in cities, rural markets and other
condiment sales networks.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

The total number of our clients increased from 898 as at 31 December
2016 to 1,087 as at 30 June 2017, representing an increase of 21.0%.
Among which, clients from the distribution channels increased from 856 as
at 31 December 2016 to 975 as at 30 June 2017, representing an increase
of 13.9%; and clients from the catering channels and the e-commerce
channels increased from 19 as at 31 December 2016 to 87 as at 30 June
2017, representing an increase of 357.9%.

Diversified Products

In the first half of 2017, our key products, cooking wine, remained a major
source of revenue, representing 72.5% of the total revenue. In view of the
growing demand from the New Sales Channels and the anticipated sales
growth of soy sauce products upon the further development of New Sales
Channels, we consider that a rich and diversified condiment portfolio would
be more beneficial to the business development of the Group in the coming
years. Taking into consideration that the base wine stock of the Group
would be sufficient to support the future sales needs, we will increase the
production capacity of soy sauce products, so as to diversify the existing
portfolio of condiment products of the Group. We believe that soy sauce
products are complementary in terms of resource advantages with cooking
wine products, such that we will be able to develop an in-depth industry
chain for the Group’s condiment products at multiple levels in line with the
foregoing diversified sales channels. For the six months ended 30 June
2017, the Group extended natural drying yards for soy sauce by
approximately 170 mu, and as at 30 June 2017, there were about 11,000
vats (i.e. about 6,600 tonnes) of naturally-brewed soy sauce.

Two-pronged Approach to Production and Research
and Development

In the first half of 2017, we expanded our production facilities at our plants
in Huzhou city, Zhejiang Province, by enhancing the production capacity of
soy sauce products and acquiring new production equipment for the
production of fermented bean curd, aromatic vinegar and mature vinegar.
Besides, we carried out technical upgrades for all production lines so as to
respond to the increasing market demand for green and healthy condiment
products with premium quality. On another front, in order to minimize the
risks associated with increasing capital expenditures, we made more
prepayment for non-current assets to lock up the related cost of major
materials.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

FINANCIAL REVIEW B 75 B R
Overview BME
The key financial indicators of the Group are as follows: AEEFEZHHIEEZWNT

Six months ended 30 June
HEARA=1THLEAREAR

2017 2016 Period-to-
—E—tF —Z—"F period change
RMB’000 RMB’000 RS H
ARET ARBTF T (%)
Income statement items W% ER
Sales HER 360,064 0.4%
Gross profit ES 197,132 3.4%
Profit attributable to owners of the parent &2 B A AJE(STIE 101,654 (18.6%)
EBITDA BRAE - BiE - ER
BiEA R 159,654 (10.2%)
Earnings per share (RMB cents) (Notea)  GIREF (ARES)(Hsta)
— basic and diluted — ERREE 19.5 (26.7%)
Selected financial ratios i dap dades
Gross profit margin (%) FEFE (%) 54.7% 3.1%
Net profit margin attributable to BEREIER AR AR (%)
owners of the parent (%) 28.2% (18.8%)
EBITDA margin (%) BRFIE - BB HER
BIHA0FEE (%) 44.3% (10.4%)

30 June 31 December

2017 2016
—E—+tF —E—RF Period-to-
~A=+HB +-HA=+—H period change
RMB’000 RMB’000 RSB
ARET R AREEFT (%)
Gearing Ratio (Note b) BESBELE WMD) 32.5% 8.3%

Notes: Btat -

(@  Please refer to Note 8 to the financial statements for the calculation of earnings (@)  BEEREFINES X - FLHETBRENES o
per share.

()  The Gearing Ratio is based on net debt divided by total equity and net debtas (b)) R-ZE—+tFA=1+H  EXABELREFES

at 30 June 2017. Net debt includes total debt net of cash and cash BB R RFEBE  FEBRELERRR

equivalents. Total debt include trade payables, other payables and accruals, e RREEEY LEBREERNBESN  EffE

interest-bearing bank and other borrowings and other long term liabilities. MR REMIER « 51 2 RT R EALE R R EAth K A
B1f& -

08 Honworld Group Limited  Interim Report 2017



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Revenue

The revenue of the Group increased by 0.4% from RMB360.1 million for
the six months ended 30 June 2016 to RMB361.4 million for the
corresponding period of 2017, primarily reflecting the combined effect of an
increase in sales of cooking wine products and a decrease in sales of other
products.

Revenue from cooking wine products increased by 1.0% from RMB259.2
million for the six months ended 30 June 2016 to RMB261.7 million for the
corresponding period of 2017. The increase is mainly attributable to the
continued advertising and promotion of the “Lao Heng He” brand and the
extensive penetration of distribution channels.

Revenues from the Group’s soy sauce products and vinegar products for
the six months ended 30 June 2017 are basically in line with those for the
corresponding period of 2016, primarily reflecting the combined effect of a
decrease in sales of high-end products (such as Premium Flavored Soy
Sauce (#f | #£42M) and Crab Vinegar (%)) attributable to a decrease in
the sales and marketing resources devoted by the Group in the
supermarket channel, as well as of an increase in sales of distribution and
catering channels attributable to launching of new products focused on the
distribution and catering channels (such as Premium Soy Sauce (— & £ 4£5
JE1), Aromatic Vinegar (&) and Mature Vinegar (ZFRES)).

Revenue from the Group’s other products decreased by 6.1% from
RMB19.5 million for the six months ended 30 June 2016 to RMB18.3
million for the corresponding period of 2017, primarily reflecting a decrease
in sales of chilli sauce products of the Group attributable to a decrease in
the sales and marketing resources allocated by the Group in the
supermarket channels. Despite the deepened penetration of the Group’s
distribution channels, the Group’s maintained its on-going growth trend for
sales of fermented bean curd and soybean paste products.

We believe the slowdown in the Group’s sales during the six months ended
30 June 2017 is, to a large extent, due to the fact that 1) the New Sales
Channels would bring significant growth to the Group’s sales only if certain
amount of time, sales and marketing resources has been devoted by the
Group for construction and penetration of channels during the channel
restructuring period; and 2) a decrease in sales resulted from a decrease in
sales activities for the supermarket channels as the Group allocated most
of its sales and marketing resources to construct New Sales Channels.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, decreased by 3.4% from RMB162.9 million in the
six months ended 30 June 2016 to RMB157.4 million for the corresponding
period of 2017.

ZENBERR AT

A

AEBNBRARBE —Z—RFRA=THILRE
ROAR¥3601 BETIEN04%E_TE—+FH
HWARKSBI4BAET  TERREMEER
MIHE R A B E A IHE R MM ARE -

BHEERNRABRBE —ZE—XFENA=ZTHIEAN
EAMARK 2502 BB LM% EZT—+F
EHMHAR261.7EETL ZEEETSHAMS
BEBESHEEZEM] RENMAEEMNRD
SHERBRZIBFTE -

AEBBE_ZE—tFRNA=TRILRERANER
P fn AIBR EE VA D BB — B — X F R RIS &
A=Y FERRASEHEHERERMNEHE
R TSRS mEm (WM LEEn - 88 HER
DML ERBRERRBOFER (W —mEE
Em - B ERB)ERRBLEHRBHEL

PN
FHERERE -

AEEEMERHBAREE T —"FAA=1
AIEANEAMARKIOEEE TR 61%E-F
—tFREPNARKISIEHEE T TERMALE
WEREEMBANASEEHERBRBNEHEER
TREFMNEEERL - ASENEILER =
CEERNHEEEASEHSHERENZE TKE
RIFELEBE -

HMRBBE_Z—FANA=THIEXEARNH
ERERE  TEAR)ERESLY - ARETE
B-EMEBEMEHERETREZRMSER -
MO ERBT EAARENHE S KA BAIE
E AR ARERLHEREBREEFREN
H ABEEREANEHEESRSEBHERM
B e

SHERA
AEBEMHEERN(BERME RiEBELRTE
BA)BEBE-_ZT—XREXNAZTHLEAEANA
REA1629BB TR 34% E —Z—HFRHAHA
REAS7TABETT °

—2—tFhH®RE

09



10

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 3.4% from RMB197.1 million in the
six months ended 30 June 2016 to RMB203.9 million for the corresponding
period of 2017, and the gross profit margin increased from 54.7% in the six
months ended 30 June 2016 to 56.4% for the corresponding period of
2017. The increase in gross profit margin is due to the combined effect of
an increase of price of certain products of the Group by 10% in February
2017 and an increase of cost of raw materials (mainly for packaging).

Other Income and Gains

Other income and gains decreased by 37.2% from RMB10.0 million for the
six months ended 30 June 2016 to RMB6.3 million for the corresponding
period of 2017. Other income and gains primarily include subsidies
received, gains from sales of materials and interest income. The decrease
in other income and gains was primarily due to the decrease in government
subsidies received.

Selling and Distribution Expenses

Selling and distribution expenses primarily consisted of advertising
expenses, marketing expenses, travelling expenses, and remuneration for
our sales employees. The Group’s selling and distribution expenses
increased by 107.9% from RMB23.9 million during the six months ended
30 June 2016 to RMB49.7 million for the corresponding period of 2017.
The Group’s selling and distribution expenses as a percentage of the
Group’s revenue increased from 6.6% for the six months ended 30 June
2016 to 13.7% for the corresponding period of 2017, primarily as a result
of an increase in the Group’s expenses relating to TV advertisement, name
sponsorship on TV shows and brand ambassador during the channel
restructuring period for facilitating the penetration of the Group’s products
into the New Sales Channels.

Administrative Expenses

The administrative expenses decreased by 15.9% from RMB44.3 million
during the six months ended 30 June 2016 to RMB37.2 million for the
corresponding period of 2017, mainly due to a decrease in research and
development investment resulting from these two factors: the Group is still
active in exploring consumption demand of the New Sales Channels for
this period; and the research and development of improving the
technological contents of the manufacturing craftsmanship and quality of
the cooking wine products of the Group have achieved stage result. The
Group’s future directions of research and development will focus on the
development of new products and new craftsmanship for the Group’s New
Sales Channels. Based on the existing budget of research and
development, the Group is expected to increase its investment in research
and development activities in the second half of the year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Finance Costs

Finance costs increased by 23.6% from RMB19.0 million during the six
months ended 30 June 2016 to RMB23.4 million for the corresponding
period of 2017. The increase in finance costs primarily reflected an increase
in average balance of bank loans to fulfill the increased working capital
needs for our business expansion, and an increase of financing interest rate
arising from monetary policy of the PRC.

Profit before Tax

As a result of the foregoing, the profit before tax decreased by 16.7% from
RMB119.9 million during the six months ended 30 June 2016 to RMB99.8
million for the corresponding period of 2017.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2016: 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 (J#i /1 2E M EEE A R A7) and
Huzhou Lachenghe Wine Co., Limited (4 1 £ 18 FH % 5 [R A &), both
being wholly-owned subsidiaries of the Company, were granted the “New
and Advanced Technology Enterprise” status and were entitled to the
preferential tax rate of 15% for the three consecutive years commencing
from 2016.

Income tax expenses decreased by 6.6% from RMB18.3 million during the
six months ended 30 June 2016 to RMB17.1 million for the corresponding
period of 2017, which was mainly due to a decrease in profit before tax.
The effective income tax rate increased from 15.2% for the six months
ended 30 June 2016 to 17.1% for the corresponding period of 2017,
mainly due to the decrease of tax incentive on eligible expenditures
resulting from the decrease in research and development investment as a
result of the aforesaid reasons.

Earnings per Share Attributable to Ordinary Equity
Holders of the Parent

Basic earnings per share decreased from RMB19.5 cents for the six
months ended 30 June 2016 to RMB14.3 cents for the corresponding
period of 2017. The decrease in earnings per share was attributable to the
decrease in profit attributable to ordinary equity holders of the parent and
the increase in weighted-average number of issued shares.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

E§q£2r=oj. 531ﬁ:(ma)

Net Profit Margin

Net profit margin decreased by 18.8% from 28.2% for the six months
ended 30 June 2016 to 22.9% for the corresponding period of 2017. The
decrease in net profit margin was mainly attributable to the combined effect
of an increase in gross profit margin and an increase in selling and
distribution expenses and finance costs as a result of the aforesaid
reasons.

FINANCIAL AND LIQUIDITY POSITION

Prepayments for Non-current Assets

Prepayments for non-current assets of the Group primarily include the
following two aspects: (1) prepayments to equipment manufacturers in
respect of customizing wine storage equipment and production equipment
for the Group; and (2) prepayments to major contractors of the projects
before entering into formal construction contracts. Prepayments for non-
current assets were primarily used for locking up the costs of major
materials related to capital expenditure so as to reduce the risk to the
Group due to the increasing capital expenditure scale.

Prepayments for non-current assets increased by 11.5% from RMB335.4
million as at 31 December 2016 to RMB373.9 million as at 30 June 2017.
The increase in prepayments for non-current assets was mainly attributable
to our plan to diversify our product structure and expand production
capability of soy sauce products in the future, as well as an increase in
prepayment to relevant facility providers and construction units.

Trade Receivables

Trade receivables primarily represented the receivables for goods sold to
the distributors. Trade receivables turnover days increased from 67 days
for the year ended 31 December 2016 to 90 days for the six months ended
30 June 2017, mainly because the Group was in the channel transforming
period. As such, with the aim to solidify our customer base, the Group
temporarily extended the credit terms of certain customers with intention to
maintain long-term cooperation based on the sales expectation of such
customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Inventories

Inventories increased from RMB1,088.4 million as at 31 December 2016 to
RMB1,229.4 million as at 30 June 2017, primarily due to an increase in
work in progress. A substantial part of our inventories were work in
progress, which mainly represented base wine, base soy sauce, semi-
finished soybean paste and base vinegar in the brewing period.

Due to the long production cycle and short sales cycle of cooking wine
products, we need to keep an abundant stock of well-aged base wine to
cope with the rapid sales growth in the future. As the Group has attained
the goal for base wine stock as disclosed in the Interim Report of 2015, the
base wine stock is basically able to satisfy the demand of the Group’s
business in the future.

On the other hand, given the growing demand from the customer of the
New Sales Channels, we have invested more resources in the production
of base soy sauce and base vinegar accordingly during the period.

The Group monitors the level of inventory maintained by its distributors on
a regular basis. The Group’s sales representatives maintain frequent
telephone or email communications with each of its Categories A, B, C and
D distributors, review their monthly inventory reports and visit their
warehouses on a regular basis. The Group’s sales representatives visit its
Category A and B distributors’ warehouses at least every three months to
ensure that they keep optimal stock level and the Group’s products are
sold to end customers within the shelf life. The Group generally expects its
distributors to maintain stock sufficient 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.

Borrowings

As at 30 June 2017, the Group’s total borrowings amounted to RMB853.4
million (31 December 2016: RMB849.0 million), including finance lease
payables with a carrying amount of RMB20.3 million (31 December 2016:
RMB34.4 million).

The Group’s principal sources of liquidity include cash generated from
business operations and bank and other borrowings. The cash from these
sources was primarily used for the Group’s working capital and the
expansion of production capacity.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Exchange Risk

The Group conducted its business primarily in China with the majority of its
revenue and expenditures denominated in Renminbi. The Group does not
have a foreign currency hedging policy. However, the management will
monitor the situation and will consider hedging any significant foreign
currency exposure should the need arise.

Liquidity and Financial Resources

As at 30 June 2017, the Group had cash and cash equivalents of
RMB134.1 million (31 December 2016: RMB291.8 million). As at 30 June
2017, the Group had interest-bearing bank and other borrowings of an
aggregate amount of RMB853.4 million (31 December 2016: RMB849.0
million), which were denominated in RMB, repayable within two years and
bearing interests at 3.92% to 5.99% per annum. The Gearing Ratio as at
30 June 2017, amounted to 35.2% (31 December 2016: 32.5%).

Capital Commitment

Capital commitment as at 30 June 2017 amounted to approximately
RMB52.6 million (31 December 2016: RMB56.1 million), which was mainly
related to construction contracts in progress relating to expansion of the
condiment production plant.

Contingent Liabilities

As at 30 June 2017, the Group did not have any material contingent
liability.

Pledge of Assets

Please refer to Note 18(a) to the financial statements for details of pledge of
assets of the Group.

Except as disclosed in this report, the Group has 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 services with it.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

FUTURE PROSPECTS

After years of development, the market-entry standards and system of the
condiment industry are optimized, and an orderly market is gradually built
up. Given more widespread application of industrialized and modernized
production, couple with overall rising utilization rate of advanced
technology, adjustments to the structure of products are expedited with
higher concentration rate and accelerated upgrading process of the
industry. In general, as the level of individual’s income continue to increase
and the concept of healthy consumption is gradually developed, the
condiment industry is heading towards a healthier orderly market.

In addition to maintaining the leading position of our cooking wine products,
we have maintained a decent growth of client base in catering channel
since the establishment of our sales team for such channel in December
2016, with an aggregate of 68 clients secured as at 30 June 2017.

On the other hand, in order to raise the profit margin of soy sauce products
by realisation of the economies of scale along with the increase in sales
volume, we will further increase the production capacity of soy sauce
products from 10,000 tonnes to 50,000 tonnes.

Looking into the second half of 2017, we firmly believe that the continuous
upgrade of our product mix, product quality enhancement and the
established presence of our brand will bring alone steady growth to the
Group. Given the challenges brought by the strategy of channel
transformation to the development of our business, we will strive to a
steady growth for our business and continuously generate returns for our
shareholders. Our sales strategy is still consumer-centered, and
endeavours to enhance customer loyalty. We focus on providing better,
safer and healthier naturally-brewed condiment products with premium
quality to consumers. In order to better accommodate our strategy to
diversify our sales channels and deepen the penetration of our distribution
network to the New Sales Channels, in the second half of 2017, we will on
one hand continue to ensure allocation of appropriate resources in
marketing and advertising expenditure, to raise customers’ awareness to
the products of our “Lao Heng He” brand, and also to focus on promoting
the excellent quality and healthiness of our products to our consumers. On
the other hand, we will put greater efforts into the establishment of the
marketing team to cope with the need of expanding the New Sales
Channels and continuously strengthen the market presence of our
products. Besides, in respect of the expansion of distributors, we will
continue to cooperate with capable distributors to actively the market share
of our “Lao Heng He” brand in the PRC market. “Lao Heng He” aims to
become the top choice for middle to high-end customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

At last, we also plan to increase research and development investment,
and focus on developing and transforming traditional craftsmanship. With
the modernised traditional craftsmanship, optimized quality control system,
and strengthened capability in research and development, we are able to
ensure the consistent excellent quality of the products under “Lao Heng
He” brand and respond to the demand of customers from the New Sales

Channels.
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SUPPLEMENTARY INFORMATION
fTTEN

SUPPLEMENTARY INFORMATION

Employees & Remuneration Policies

As at 30 June 2017, the Group had a total of approximately 618 employees
(81 December 2016: 561). The employees’ cost (excluding directors’ and
chief executive’s remuneration) of the Group was RMB19.1 million during
the six months ended 30 June 2017 (six months ended 30 June 2016:
RMB13.0 million). The remuneration policies, bonus and training programs
for employees of our Group were implemented continuously according to
the policies disclosed in the Group’s annual report for the year ended 31
December 2016 (the “2016 Annual Report”’) and no change has been
made during the six months ended 30 June 2017.

Significant Investments Held

There were no significant investments held by the Group as at 30 June
2017 (31 December 2016: nil).

Material Acquisitions and Disposals

There was no material acquisition and disposal during the six months
ended 30 June 2017.

Purchase, Redemption or Sale of Listed Securities of
the Company

During the six months ended 30 June 2017, neither the Company, nor any
of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

Use of Proceeds

On 28 June 2016, the Company completed a placing of 60,000,000
ordinary shares at a placing price of HK$6 per share to Natural Seasoning
(Hong Kong) Limited (the “Subscriber”) in accordance with the subscription
agreement dated 2 June 2016 (the “Subscription”). The Subscriber is a
company incorporated in Hong Kong with limited liability and its principal
activity is owning and operating companies or businesses focused in the
condiments market in the PRC. The Subscriber and its ultimate beneficial
owner are independent third parties. The net proceeds after deduction of
relevant expenses (including but not limited to legal expenses and
disbursements) from the Subscription were approximately HK$356,100,000
(RMB304,507,000), representing a net price of approximately HK$5.935
(RMB5.08) per share.
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SUPPLEMENTARY INFORMATION (CONTINUED)
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As at the report date, the breakdown of the use of net proceeds from the
Subscription are as follows:

Intended use

BERH RBEFEMSREFERRFBN

el

Amount utilised The remaining balance

RERZ EHASH B
(Approximately  (Approximately — (Approximately — (Approximately — (Approximately — (Approximately
HK$ million) RMB million) HKS million) RMB million) HKS milion) RMB million)
(WEEET) (WEBARE) WEEET) (WEBARK) (WEEET) (WBEEBARK)
Expansion of sales network 1B A & 484 142.4 121.8 67.5 56.7 749 65.1
Expansion of production BREERE
facilities 178.1 152.3 84.5 7.0 93.6 81.3
General working capital —HeEEe 356 30.5 356 305 - -
Total fast 356.1 304.6 187.6 1568.2 168.5 146.4
The Board considered that the net proceeds were applied in accordance EZEEGR% - EFIEFHEDRBEREEA -
with the intended uses.
Events After Reporting Period WEH®SEE

There are no material subsequent events undertaken by the Company or
the Group after 30 June 2017.

Plans for Material Investments or Capital Assets

There is no future plan for material investments or capital assets as at 30
June 2017.

Interim Dividend

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2017.

Corporate Governance

The Company recognizes the importance of good corporate governance
for enhancing the management structures and internal control procedures
of the Company as well as preserving the interests of the shareholders as a
whole.

The Company has adopted the code provisions set out in the Corporate
Governance Code (the “Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) since the Listing Date as its own code to govern its corporate
governance practices. The Board also reviews and monitors the practices
of the Company from time to time to maintain and improve the high
standard of corporate governance practices.
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SUPPLEMENTARY INFORMATION (CONTINUED
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Save for the deviations explained below, the Company has complied with
the Code for the six months ended 30 June 2017.

Provision A.2.1 of the Code provides that the roles of the Chairman and the
chief executive officer (the “CEQ”) 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.

During the six months ended 30 June 2017, the positions of the Chairman
and the CEO of the Company are held by Mr. Chen Weizhong. Although
this deviates from the practice in provision A.2.1 of the Code, where the
two positions should be held by two different individuals, 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.

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. The remuneration committee
and nomination committee of the Board 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 maintain and implement a high standard of
corporate governance practices.

Model Code for Securities Transactions

The Company has adopted the “Model Code for Securities Transactions by
Directors of Listed Issuer” (the “Model Code”) set out in Appendix 10 to
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 confirm that they have complied
with the Model Code during the six months ended 30 June 2017. In
addition, the Company is not aware of any noncompliance of the Model
Code by the senior management of the Group during the six months ended
30 June 2017.
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Changes in Director Positions

With effect from 29 June 2017, (i) Mr. Ma Chaosong and Mr. Lei Jiasu have
resigned as independent non-executive Directors; and (i) Mr. Ng Wing Fai
and Mr. Sun Jiong have been appointed as the independent non-executive
Directors.

Change in Corporate Positions

With effect from 29 June 2017, (i) Mr. Ma Chaosong and Mr. Lei Jiasu have
resigned as independent non-executive Directors; and (i) Mr. Ng Wing Fai
and Mr. Sun Jiong have been appointed as the independent non-executive
Directors.

Following the aforesaid changes of independent non-executive Directors,
with effect from 29 June 2017, the composition of the Board committees
has been changed as follows:

Audit Committee

(1) Mr. Ng Wing Fai has been appointed as the chairman and a member
of the Audit Committee and Mr. Sun Jiong has been appointed as a
member of the Audit Committee.

(2)  Mr. Ma Chaosong resigned as the chairman and a member of the
Audit Committee and Mr. Lei Jiasu resigned as a member of the
Audit Committee.

Remuneration Committee
(1) Mr. Ng Wing Fai and Mr. Sun Jiong have been appointed as

members of the Remuneration Committee.

(2)  Mr. Ma Chaosong and Mr. Lei Jiasu resigned as members of the
Remuneration Committee.

Nomination Committee

(1) Mr. Sun Jiong has been appointed as the chairman and a member of
the Nomination Committee and Mr. Ng Wing Fai has been appointed
as a member of the Nomination Committee.

(2)  Mr. Lei Jiasu resigned as the chairman and a member of the
Nomination Committee and Mr. Ma Chaosong resigned as a member
of the Nomination Committee.
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SUPPLEMENTARY INFORMATION (CONTINUED
farcE it (48

INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVES IN SECURITIES

As at 30 June 2017, the interests or short positions of the Directors, the
chief executives of the Company (the “Chief Executives”) and their
associates in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFQ”)) (the “Associated
Corporations”), 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 were as follows:

Interests in Shares and underlying Shares of the
Company as at 30 June 2017

EERESTRAERESZN
B

RZZE—+ERA=+TH EFF FRAAGZSTH
ABE([BRBITBRAR]) REENBEARE AR
HEROEE ([HBEE]) (& R85 LS R
(IRERBEMRD D) EXVER) G - RN &
BETHEEQREZFLMEEMEXVIEET R
EBDEAME AR B LI (BERIEREF R
HIBRDI A B S IRR SRR B E (FHEA R
EIOAR) + H(0)RFEFE H M HIE &I F 352 5
ARSI ZGPT AL E RS A 3K (o) IRIBIR ST RIZE
HMEARRR MBI PAHERSIORRIT

R-ZB—tFRA=ZTHREATRM
K AARAIR 1D At

Approximate

Number of percentage of

shares or the Company’s

underlying issued share

Name of Director Long/Short Position Type of interest shares held capital

BENRGR HAXRE BT

EEnE HE KA REmER HEROHE RANBOBEIL

Chen Weizhong (Note 1) Long Position Interest of a controlled 278,169,750 48.06%
PRETR (MaE1) e corporation (Note 2)
RipEEER (5T 2)

Beneficial interest 337,500 0.06%

BN fEE S L
EniEn

Note 1: Key Shine Global Holdings Limited (“Key Shine”) charged a total of
235,424,000 shares to China Construction Bank Corporation, as security for
its subscription of notes issued by Key Shine.

Note 2: These 278,169,750 Shares are owned by Key Shine, a company wholly-
owned by Mr. Chen Weizhong. Mr. Chen Weizhong is deemed to be
interested in such Shares held by Key Shine under the SFO.

Save as disclosed above, as at 30 June 2017, none of the Directors, the
Chief Executives nor their associates had registered an interest or short
position in the shares, underlying shares or debentures of the Company or
any of its associated corporations that was required to be recorded
pursuant to section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

ZENBERR AT

Bifat 1 : Key Shine Global Holdings Limited ([ Key Shine])
1% & #£ 235,424,000 R B 15 B 7 F o Bl 2 3R R 17
& EBRAF - 1EAERE Key Shine T3 TR
oFz i

MtaF2 : 278,169,750 B A% 10 R PR AT AR e L 2 B A B Key
Shine# 5B ° BIFEF KRG KD - REB LA
1B AR Key Shine T B2 SR R B -

B EXF#EEIN R-T—tFARA=1TH #
BEFE ROTBRASRKENBEANRAARRL
HEMMEBEEN RN - HERDHESFTHEER
BRES M HIE 1R DI 5 352 (578 T AR S SR IB IR 4
STRIZER G N R M B X PR R SOA R

—2—tFhH®RE



SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SECURITIES

So far as is known to any Director or chief executive of the Company, as at
30 June 2017, the following corporations/persons (other than the Directors
or chief executive of the Company) had interests or short positions in the
shares and underlying shares of the Company as recorded in the register
required to be kept by the Company under 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:

Long positions in the Shares and underlying Shares of

FTERRNEFNEDR

BENEEFHXARATSTHRABMA R_F
—tFRA=TH TIEE AL (TREES
AR BRSITRAR)RARAIRERZME
15015 336 IR AW IF N BT B L AR m D
NP A ERIAR  ERNEREAL
WRBFEE AR B D EITIAE% A Lz

REZB-—tFRNA=+THREATRN

the Company as at 30 June 2017 EEBEROBNEFE
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
oy NG|
BERGAR ERITRE
Name ®E ERtME HERGHE BAF O
Key Shine® Key Shine® Beneficial owner 278,169,750 48.06%
EmEEA
Ms. Xing Liyu® MR ELZ L@ Interest of spouse 278,507,250 48.12%
iRk
China Construction Bank BRI AR RA®  Person having a security 235,424,000 40.68%
Corporation® interest in shares
BERNHERERNAT
Central Huijin Investment Ltd." PRESRERTARF Person having a security 235,424,000 40.68%
interest in shares
BEBRNHERERNAT
Hwabao Overseas Markets EE IFINIIHIRE 29 AR  Beneficial owner 72,625,000 12.55%
Investment No. 2 QDII Single 32-8HIQDI E—E {57 E=mEEA
Unit Trust Plan 32-86 FTEI6
Chongaing Zhongxin Rongbang EEPHRBRERL Interest of a controlled 72,625,000 12.55%
Investment Center (BRAEE)D corporation

(Limited Partnership)®
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SUPPLEMENTARY INFORMATION (CONTINUED
farcE it (48

Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital™
BARAT
BERBH ERTRAK
Name e EatE HERHHE LS ER Al
Chongaing Zhongxin EETHBEIREAARAFY  Interest of a controlled 72,625,000 12.55%
Rongchuang corporation
Investment Limited® X EE s
China Innovative Capital hETREIE R Interest of a controlled 72,625,000 12.55%
Management Limited® EEARAREO corporation
X EE RS
Beijing Zhonghai Jiacheng EERPFEHER Interest of a controlled 72,625,000 12.55%
Capital Management Limited® EBBRATO corporation
X EE RS
Mr. Xie Zhikun® FREREED Interest of a controlled 72,625,000 12.55%
corporation
R EERR
Natural Seasoning International Natural Seasoning Beneficial owner 60,000,000 10.37%
(HK) Limited (formerly known as International (HK) Limited EnlEEA
China Seasoning International (317 China Seasoning
(HK) Limited)® International (HK)
Limited) ©
Natural Seasoning International Natural Seasoning Interest of a controlled 60,000,000 10.37%
Limited (formerly known as International Limited corporation
China Seasoning International (7% China Seasoning T EE R
Limited)® International Limited ) ©
Lunar Capital Partners IV LP® Lunar Capital Partners IV LP® Interest of a controlled 60,000,000 10.37%
corporation
R EE RS
Lunar Capital Partners IV GP, LP®  Lunar Capital Interest of a controlled 60,000,000 10.37%
Partners IV GP, LP® corporation
R EE R
LCM-IV General Partner Ltd.© LCM-IV General Partner Ltd.®  Interest of a controlled 60,000,000 10.37%

corporation
R EERR

ZENBERR AT
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SUPPLEMENTARY INFORMATION (CONTINUED)
fTE R (&)

Save

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 30 June 2017.

The entire issued share capital of Key Shine is legally and beneficially owned
by Mr. Chen Weizhong.

Ms. Xing Liyu is the spouse of Mr. Chen Weizhong. Under the SFO, Ms. Xing
Liyu is deemed to be interested in the same number of shares in which Mr.
Chen is interested.

Key Shine Global Holdings Limited charged 235,424,000 Shares to China
Construction Bank Corporation as security for its subscription of notes issued
by Key Shine Global Holdings Limited. China Construction Bank Corporation
is owned by Central Huijin Investment Ltd. as to approximately 57.11% and
therefore Central Huijin Investment Ltd. is deemed to be interested in the
235,424,000 Shares which China Construction Bank Corporation is interested
in.

These shares are held by Hwabao Overseas Markets Investment No. 2 QDII
Single Unit Trust Plan 32-8 (F 5 o RHNTI518 & 257 £ 51 32-8 QDI B — &
% 1= 7 &1 #l) (*Hwabo Trust”), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (EEf # Rl BIREH L (B
IR & #)) (“Chongqing Zhongxin (LLP)”), which is managed by Chongging
Zhongxin Rongchuang Investment Limited (B & #T g &l 18 € 5 R 2 7))
(“Chongqing Zhongxin”). Chongqging Zhongxin is controlled by China
Innovative Capital Management Limited (FF T @t 81 & N EIE AR A 7)) (“China
Innovative Capital”), as to 95.00%. China Innovative Capital is controlled by
Beijing Zhonghai Jiacheng Capital Management Limited (1t 5 /16 52 3 & 7 &
I HPR A F)) (“Beijing Zhonghai Jiacheng”), as to 99.98%. Beijing Zhonghai
Jiacheng is controlled by Mr. Xie Zhikun as to 99.00%. By virtue of the SFO,
each of Mr. Xie Zhikun, Beijing Zhonghai Jiacheng, China Innovative Capital,
Chongqging Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

These shares are held by Natural Seasoning International (HK) Limited. Natural
Seasoning International (HK) Limited is a direct wholly-owned subsidiary of
Natural Seasoning International Limited, which is a limited liability company
incorporated in the British Virgin Islands and is majorly owned by Lunar Capital
Partners IV LP. Lunar Capital Partners IV LP, a Cayman exempted limited
partnership managed by Lunar Capital Partners IV GP, LP (as sole general
partner), which is managed by LCM-IV General Partner Ltd. (as sole general
partner). By virtue of the SFO, each of LCM-IV General Partner Ltd., Lunar
Capital Partners IV GP, LP, Lunar Capital Partners IV LP and Natural
Seasoning International Limited is deemed to be interested in the shares held
by Natural Seasoning International (HK) Limited.

as disclosed above, as at 30 June 2017, there were no other

corporations/persons (other than the Directors or Chief Executives of the
Company) who had an interest or short position in the shares or underlying
shares of the Company as recorded in the register required to be kept by
the Company under section 336 of the SFO.
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SUPPLEMENTARY INFORMATION ((%%)% TII;I}J(ED

Arrangements to purchase shares or debentures

At no time during the six months ended 30 June 2017 was the Company,
its holding company, or any of its subsidiaries, a party to any arrangement
to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debt securities including debentures of the Company or any
other body corporate.

AUDIT COMMITTEE

The Audit Committee of the Company is comprised of three independent
non-executive Directors and one non-executive Director, namely Mr. Ng
Wing Fai (chairman) (appointed on 29 June 2017), Mr. Shen Zhenchang,
Mr. Sun Jiong (appointed on 29 June 2017) and Mr. Sun Qingdong.

The primary duties of the Audit Committee are to assist the Board by
providing an independent view of the effectiveness of the financial
information, financial reporting system, internal control and risk
management system of the Group, to oversee the audit process, to
develop and review the Group’s policies and to perform other duties and
responsibilities as assigned by the Board. The Audit Committee has
reviewed the accounting principles and policies adopted by the Group
together with the management and discussed auditing, internal controls
and financial reporting matters including the review and pass of the Group’s
unaudited interim condensed consolidated financial statements for the six
months ended 30 June 2017.

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of the remuneration committee comprises Mr.
Shen Zhenchang (chairman), Mr. Ng Wing Fai (Appointed on 29 June 2017)
and Mr. Sun Jiong (Appointed on 29 June 2017) . All members of the
remuneration committee are independent non-executive directors.

NOMINATION COMMITTEE

To comply with the Code, a nomination committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of nomination committee comprises Mr. Sun
Jiong (Appointed on 29 June 2017) (chairman), Mr. Ng Wing Fai (Appointed
on 29 June 2017) and Mr. Shen Zhenchang. All members of the nomination
committee are independent non-executive directors.

SUFFICIENCY OF PUBLIC FLOAT

According to the information publicly available to the Company and within
the knowledge of the Board, as at the date of this interim report, the
Company has maintained the public float as required by the Listing Rules.
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF PROFIT OR LOSS
PHIBRAGSEmR

For the six months ended 30 June 2017 & Z —Z—+F/NA=+HIt/~E A

Six months ended 30 June

BEAA=THILEAREAR

2017 2016
—E—+tF ZE—RF
Notes RMB’000 RMB’000
s AR®T T ARBET T
(Unaudited) (Unaudited)
(REEER) (REEEZ)
REVENUE ON 4 361,355 360,064
Cost of sales $HE A (157,425) (162,932)
Gross profit EF 203,930 197,132
Other income and gains E A Rz 4 6,256 9,958
Selling and distribution expenses THE M A (49,653) (23,908)
Administrative expenses i (37,242) (44,308)
Other expenses HAtwpAx (23) -
Finance costs BhE A A 6 (23,425) (18,959)
PROFIT BEFORE TAX R B4 Al 58 5 99,843 119,915
Income tax expense FriSFiFA X 7 (17,051) (18,261)
PROFIT FOR THE PERIOD B A A 82,792 101,654
Attributable to: THIALEA ¢
Owners of the parent HBAREAA 101,654
EARNINGS PER SHARE BAREEEREEA
ATTRIBUTABLE TO ORDINARY EEERER
EQUITY HOLDERS OF THE PARENT
Basic and diluted BEARREE 8 1Y EREEEN RMB19.5 cents

AR¥14.37 WNSEEE)
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME
PHIBAGES EEN AR

For the six months ended 30 June 2017 & Z —Z—+F /XA =+H IL/~EA

Six months ended 30 June

BEAA=THILEAREAR

2017 2016
—E—tF T AF
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)

(REBEZ) (RigE®Z)

PROFIT FOR THE PERIOD B FIHE 101,654
Other comprehensive income/(loss) tobe REZHBEHSEETEREN

reclassified to profit or loss in Hib2mEWE(BE) :

subsequent periods:

Exchange differences on translation of REFINETFIIE R Z58

foreign operations (6,785) 4,590

TOTAL COMPREHENSIVE INCOME HAZEKSHAE

FOR THE PERIOD 106,244
Attributable to: THIATREL

Owners of the parent [SYNEIETFEPN 106,244

ZEMBSEARLAR —T—LFHhERE 27



INTERIM CONDENSED CONSOLIDATED

STAIEMENT OF FINANCIAL POSITION
D HAE IR R S ISR &

30 June 2017 —E—+&EA=1H

30 June 31 December

2017 2016
—E—+tHF —E—RF
RNA=+H +ZA=+—H
Notes RMB’000 RMB’000
ib=s ARBT ARBET T
(Unaudited) (Audited)
(REEZR) (fEE=Z)
NON-CURRENT ASSETS FEREBEE
Property, plant and equipment ME - BE MRE 10 840,331 810,088
Prepaid land lease payments BN LA E A 11 53,924 51,035
Other intangible assets HinEmEEE 414 414
Prepayments for items of property, Y - BEMEEEE N
plant and equipment A FRIR 373,886 335,408
Time deposits TEHTF 15 152 26
Deferred tax assets EILEFIEEE 2,868 2,666
Total non-current assets FRBEERE 1,271,575 1,199,637
CURRENT ASSETS REBEE
Inventories FE 12 1,229,421 1,088,440
Trade receivables B E Z 5178 13 198,799 162,471
Prepayments, deposits and other receivables  FE{J 318 - T*é&ﬁﬁﬂﬁu&m 14 192,109 193,386
Time deposits TEHF K 15 - 69,370
Pledged deposits BRI FER 15 144,590 159,014
Cash and cash equivalents HekBeEEY 15 134,099 291,815
Total current assets REBEERE 1,899,018 1,064,496
CURRENT LIABILITIES REAE
Trade payables BT E 5008 16 107,328 143,819
Other payables and accruals H b et 78 & fEETIE B 17 86,799 78,510
Interest-bearing bank and other borrowings £t 88847 2 Efth & 5% 18 845,697 777,264
Tax payable JESIA 28,934 34,701
Total current liabilities REEEEE 1,068,758 1,034,294
NET CURRENT ASSETS REBEEFE 830,260 930,202
TOTAL ASSETS LESS EERERRBEE
CURRENT LIABILITIES 2,101,835 2,129,839
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION (CONTINUED)
PHARSBR%R S ISR & (38)

30 June 2017 ZE—+F A =+H

30 June 31 December

2017 2016
—E—+tHF —E—RF
RNA=+H +ZA=+—H
Notes RMB’000 RMB’000
e ARBT ARBET T
(Unaudited) (Audited)
(REEER) (fEE=Z)
NON-CURRENT LIABILITIES FREBEME
Interest-bearing bank and other borrowings STRIRIT R EMER 18 7,708 71,723
Other long term liabilities EMEABEE 20 137,259 137,333
Deferred tax liabilities BEFRIBEEE 20,522 18,774
Total non-current liabilities FRBEERE 165,489 227,830
Net assets BEFE 1,936,346 1,902,009
EQUITY s
Equity attributable to owners of
the parent BATEEAEGER
Share capital A% A 21 1,767 1,767
Reserves fHis 1,934,579 1,900,242
Total equity k] 1,936,346 1,902,009

ZEMBSEARLAR —T—LFHhERE 29



INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CHANGES IN EQUITY
PHIBAGR SR EENE

For the six months ended 30 June 2017 BEZE T —+FNA=1+HBIE~EA

Attributable to owners of the parent
BRRREAELR

Statutory  Exchange
Issued Share  Merger capital  surplus fluctuation  Retained Total
capital  premium  reserve  reserve  reserve  reserve profits equity
EE EX
BEfTRE  ROEE AURE EARE  BBRE RIRE RENE  BREE
RMB'000 RMB'O00 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000
ARBTR ARETR AR¥TR AR®TR ARMTR AR¥TR AR®TR ARETR

At 1 January 2017 (Auditec) RZE-+5-F-B(FEH) : ) (1,000) | : : 874,033 1,902,009
Proftt for the period BAFE - 82792 82,792

Other comprehensive income for the period: HRE 2 E N :
Bxchange differences on translation BEENEENERZE

of foreign operations (6,785) (6,785)
Total comprehensive income IncENELE
for the period - (6,785) ) 76,007
Final 2016 dividend declared BER-E-ERHRE (41,670 = (41,670
At 30 June 2017 (Unaudited) REE-tERA=TH(REER) : 934688* (1000 7,008  19.961*  17,102°  956,825* 1,936,346
* These reserve accounts comprise the consolidated reserves of  * RZE—tFRA=Z1+H ZSEREBEEFBIESRS
RMB1,934,579,000 (31 December 2016: RMB1,900,242,000) in the BRI R AR AR A B A R 1,934,579,000 7
consolidated statement of financial position as at 30 June 2017. (ZE2E—-—XRNRE+=-_A=+—H: AR ¥

1,900,242,0007T) ©
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY (CONTINUED)
PHIB AR SR m EaN % (&)

For the six months ended 30 June 2017 & Z —Z—+F /XA =+H IL/~EA

Attributable to owners of the parent

BRAREARLE
Statutory  Exchange
Issued Share Merger capital surplus  fluctuation  Retained Totdl
capital  premium reserve reserve reserve reserve profits equity
EE EX
BEARE  RAEE AUEE  ATRE  ABEE RIEE REVE  ERSE
RVMB'0O0  RMB0OOO  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB000
ARBTR ARETT ARETR ARBTR ARKTT ARETR AR%TR ARETR
At 1 January 2016 (Auditec) RZE-R"F-R-BFEH) 1584 Ti7814 (10000 7003 15150 10772 672208 1423331
Profit for the period BRI - - - - - - 10165 101,654
Other comprehensive income for the period: EIRE 46 2 I :
Bxchange differences on translation BEENEBNELES
of foreign operations - - - - - 4590 - 4,590
Total comprehensive income FnrENEES
for the period - - - - - 4590 101,654 106,244
Final 2015 dividend declared BER-E-RERERE - (45,650 - - - - - (45650
lssue of shares BRR( 183 304507 - - - - - 30469
Share issue expense KHEAER - (113) - - - - - (119)
At 30 June 2016 (Unaudited) RZE-NEAAZTR(FEER) 1767 97635 (1,000 7008 15150 15362 773862 1788502

ZENBERR AT

—2—tFhH®RE

31



INTERIM CONDENSED CONSOLIDATED

STAIEMENT OF CASH FLOWS
DHISAFZAIRENER

For the six months ended 30 June 2017 & =& — tﬁ/\ﬂ =+HIEREA

Six months ended 30 June

BEAA=THILEAREAR

2017 2016

—E—tE  —FAF

Notes RMB’000 RMB’000
M  ARMFR  ARMTE

(Unaudited) (Unaudited)
(RBER) (REER)

CASH FLOWS FROM OPERATING RETHNRERE
ACTIVITIES
Profit before tax i 7 Al R 99,843 119,915
Adjustments for: BT SIBFE
Finance costs & A 6 23,425 18,959
Interest income F B U A 4 (1,785) (874)
Depreciation WE 10 19,536 20,257
Amortisation of prepaid land BEE N L E KA
lease payments 11 608 523
141,627 158,780
Increase in inventories FEEM (140,981) (77,692)
Increase in trade receivables FEW R 5 2 IEE (36,328) (22,751)
(Increase)/decrease in prepayments, FEFIE - 2e R E A ER IR
deposits and other receivables (&), 1,362 (100,626)
Increase/(decrease) in trade payables FEfHE 5 arIEE i, O (36,491) 66,637
Decrease in other payables and accruals H b e 8 N g E B ,}j@/l\ (25,081) (8,829)
Decrease in other long term liabilities HibREIAER D (74) (83)
Cash generated from/(used in) operations ELXE /(AR EENES (95,966) 15,436
Interest received B & 1,785 874
Interest element of finance lease rental MEHEMES RN EZ S
payments (1,064) -
PRC tax paid 2R ERIA (21,272) (7,118)
Net cash flows from/(used in) operating kE /(AR EBH
activities FERER % (116,517) 9,192
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS (CONTINUED)
PHAIRMAGREIRERE % (18)

For the six months ended 30 June 2017 & Z —Z—+F /XA =+H IL/~EA

Six months ended 30 June
BZEAA=1THILEAEA

2017 2016
S
Notes RMB’000 RMB’000

B 5T AR®F T ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)

Net cash flows from/(used in) KA/ BR)EEESHNFERERE
operating activities (116,517) 9,192

CASH FLOWS FROM INVESTING RETZHNRESRE

ACTIVITIES
Prepayment for property, plant TR - B k& #IEE BF0A

and equipment (38,478) -
Purchases of items of property, plant WEEMZE « B MERIEIER

and equipment (57,658) (157,159)
Addition in prepaid land lease payment  FE{ + b8 & FXIEIEL 1N (3,582) (19,046)
Decrease in time deposits TEHATF 5B 83,668 2,874
Net cash flows used in investing activities FARA R EEEHFE SR E (16,050) (173,331)

CASH FLOWS FROM FINANCING BEEEHNRERE

ACTIVITIES
Proceeds from issue of shares BTN TS 3R 304,690
Share issue expenses MR EETTRISE (113)
Addition in interest-bearing bank and FTILET BRIT R EME R

other borrowings 438,610 317,760
Repayment of interest-bearing bank BB BRITREAMER

and other borrowings (420,110) (354,586)
Increase in other long term liabilities HibREIAEEM 19 - 133,000
Capital element of finance lease REHERSNRNAS IS

rental payments (14,082) -
Dividends paid B8 = (45,650)
Interest paid 2R E 6 (22,782) (18,959)
Net cash flows from/(used in) financing @&,/ (AR BE LB ERSRE

activities (18,364) 336,142
NET INCREASE/(DECREASE) IN ReRBESSEYEN(RD) BE

CASH AND CASH EQUIVALENTS (150,931) 172,003
Cash and cash equivalents at beginning  Hi#138 & RIS ZEEY

of period 291,815 186,048
Effect of foreign exchange rate ERFHE LR

changes, net (6,785) 4,590
CASH AND CASH EQUIVALENTS AT HARRERHREZEY

END OF PERIOD 15 134,099 362,641
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

PHIG R &

71 55 ¥ 2 Bfd 5

30 June 2017 —E—+®F~A=+H

1.

CORPORATE INFORMATION

Honworld Group Limited (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 Islands. The
Company’s registered office address is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. 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”).

The Company is an investment holding company. During the six
months ended 30 June 2017, 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”).

The Company’s shares have been listed on the Main Board of The
Stock Exchange Limited of Hong Kong (the “SEHK”) since 28
January 2014.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

Basis of preparation

The unaudited interim condensed consolidated financial statements
of the Group for the six months ended 30 June 2017 (“the period”)
have been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing of
Securities on the Stock Exchange (“the Listing Rules”) and
International Accounting Standard 34 “Interim Financial Reporting”
issued by the International Accounting Standards Committee.

These unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements for the year
ended 31 December 2016.

The interim condensed consolidated financial statements have been
prepared under the historical cost convention. The unaudited interim
condensed consolidated financial statements are presented in
Renminbi (“RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

= /g
%l\l:l

B e < B 5 (48)

30 June 2017 ZZE—+ExBE=+H

2. BASIS OF PREPARATION AND

ACCOU NTI NG POLIC I ES (Continued)

Significant accounting policies

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s audited consolidated
financial statements for the year ended 31 December 2016, except
for the adoption of new standards and interpretations effective as of
1 January 2017.

In the current interim period, the Group has applied, for the first time,
the following amendments to International Financial Reporting
Standards (“IFRSs”, which also include International Accounting
Standards and interpretations) that are relevant to the Group’s
operation for the preparation of the Group’s interim condensed
consolidated financial statements:

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax
Assets for Unrealised Losses
Disclosure of Interests in
Other Entities

Amendments to IFRS 12
included in Annual Improvements
2014-2016 Cycle

The adoption of the above new and amended IFRSs has no
significant financial effect on these interim condensed consolidated
financial statements and there have been no significant changes to
the accounting policies applied in these interim condensed
consolidated financial statements. The Group has not early adopted
any other standard, interpretation or amendment that has been
issued but is not yet effective.

ZENBERR AT

2.

RBEEER T EE @

BAREHEE
BRI T —£F— A— B RN EER
RREI - BETBERRA M BREAMR

MEFBRRARHEAEEHE_T—RF
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PraftE —2 -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERAG B R © B F5 e = Bid 5 (7@

30 June 2017 —E—+FxA=1+H

36

3. OPERATING SEGMENT

INFORMATION

The Group is principally engaged in the manufacturing and sales 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 amounting to 10 percent or more of the Group’s revenue
derived from sales to a single customer for the six months ended 30
June 2017 is set out in the following table:

REDHER

AEEIZNERARANEERBERS -
HEEMS  AEENE-XBEMES
BE—ER2HEEDHMT

* RENHEERBERKR

HRAEE WA RERRTEBEP
HEREEMR  BASEERARIBANIERSDE
EBURHE  RBAREERSBRELE
A 8RR LD A2 T IHERY -

FEEIEEFZER

TRIEIIBE-ZF—EFRA=THIERE
B A RSB KA 10% 30 E Y E BI% 5 AR
BEERUA

Six months ended 30 June
BZEAA=1tHILELAHEA

2017 2016

—E—+tF —T—RF

RMB’000 RMB’000

AR®TR ARETT

Customer X B2EX 53,122 59,094
Customer Y BEY 47,026 51,393
Customer Z ®FEZ 36,881 38,209
137,029 148,696
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
hHARS B %R & B 15 $R R Bid 5 (48)

30 June 2017 ZE—t&F XA =+H

4. REVENUE, OTHER INCOME AND 4. WA - EfslR A K Kz
GAINS
Revenue, which is also the Group’s turnover, represents the net WA (TREN A EBE L ELE) IEMBIE SRS
invoiced value of goods sold, after allowances for returns and trade FESHTENEHERBEFEH A&EH
discounts. An analysis of the Group’s revenue, other income and WA~ B A RS T -

gains is as follows:

Six months ended 30 June
BZEARA=1THLEAEA

2017 2016
—E—+tHF —E—RF
RMB’000 RMB’000

ARBTT ARBEFTT
(Unaudited) (Unaudited)
(RRER) (REgERZ)

Revenue A

Sale of goods HEE 361,355 360,064

Other income and gains Hi A R k2%

Subsidy received B g ##HEh 5,940

Interest income FBUA 874

Exchange gain b 5 Y a -

Gain from sale of materials MRS e 3,050

Rental income HEWA 92

Others HAth 2
9,958
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
b HA S BR n & B 5 ¥R R B 5 (58)

30 June 2017 —E—+EXA=+H

5. PROFIT BEFORE TAX 5. FBR% A1
The Group’s profit before tax is arrived at after charging: NEEBRFATAEI&ENE &3

Six months ended 30 June

BEAA=THILEAREAR

2017 2016
S P
RMB’000 RMB’000

ARBT ARBTT
Notes (Unaudited) (Unaudited)

B 5T (REBEZR) (REEEZ)
Cost of inventories sold EHFEERAK 157,425 162,932
Depreciation e 10 19,536 20,257
Amortisation of prepaid land #iETEA T EFIE
lease payments 11 608 523
Minimum lease payments under KLEHEE THREHEERER
operating leases 1,405 246
Employee benefit expenses EERAIFAZ(TEEEEMS)
(excluding directors’ remuneration):
Wages and salaries IT&ERF® 16,762 11,628
Pension scheme contributions BRIRE K 2,381 1,369
19,143 12,992
Foreign exchange loss/(gain), net [ S EE (W) F 8 (1,541) 3
Research and development costs Tff 7% 2 A B B AR 19,838 29,414
6. FINANCE COSTS 6. BB
Six months ended 30 June
HEANA=+THIEAER
2017 2016
—EB—+tF —E—RF
RMB’000 RMB’000
ARETT AR®EFTT
(Unaudited) (Unaudited)
(REEZR) (REEFEZ)
Interest on bank loans RITERA B 17,945
Interest on finance leases BMEHREF S 1,014
18,959
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

INCOME TAX EXPENSE

wn © B 15 = Bl 5E (78)

30 June 2017 ZZE—+FxHA=+H

7. FIEHEX

Six months ended 30 June

BEAA=THILEAREAR

2017 2016

—E—tF ZE-XF

RMB’000 RMB’000

AR®T R ARBETTT

(Unaudited) (Unaudited)

(REBER) (REEEZ)

Current — PRC BNER — 17,945
Charge for the period HAN s H 19,412
Deferred PRI (1,151)
Tax charge for the period AR N 18,261

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 operated. Pursuant to the rules and
regulations of the Cayman Islands, the Group was not subject to any
income tax in the Cayman Islands.

The income tax provision of the Group in respect of its operations in
Mainland China has been provided on the taxable profits for the
periods, 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, both being wholly-owned subsidiaries of the Company, were
granted the “New and Advanced Technology Enterprise” status and
were entitled to the preferential tax rate of 15% for the three
consecutive years commencing from 2016.

No provision for Hong Kong profits tax has been made as the Group
did not generate any assessable profits arising in Hong Kong during
the six months ended 30 June 2016 and 2017.

ZENBERR AT

REBARAREBEKE QAP R EE
W EDER R PTELRMBNFE - RER
BEHMAAER - REFASESORANER
AEBBBHNASESHEHR -

BRAEEDBEAELEBHOEEMEHR
ERBRBERBRITER  2EREMNEHA
FERTL AR (F B4 -

BREZESTRMEEREERTIERE /)
=R /N dunl: D G NI = R SN
MM ZEFEEE AR N E FOf M ZERE S
BERARESG [SMRMEE]I &R WAE
TR -RFREE=AFEZHE15%NESR
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

chHARS BA x & B 5 HR R Bl 5 (48)

30 June 2017 —E—+®F~A=+H

8. EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amounts is based on
the profit for the period attributable to ordinary equity holders of the
parent, and the weighted average number of ordinary shares of
578,750,000 (six months ended 30 June 2016: 521,387,000) in
issue during the six months ended 30 June 2017.

BRAREERBEBAR
LERAER

BREABMNSCENTEDNENRE QR LR
BHEFEARGHAFELEE - —+F
NAZTHIEANEABBITE R INETFY
578,750,000 R (BEZE=Z— R "F A=
BiE7<@A : 521,387,000 %) °

Six months ended 30 June

BEAA=THILEAREAR

Profit attributable to ordinary equity holders of &2

the parent (RMB’000) (/\EMFE)

Bl A ARG

Weighted average number of ordinary shares 2 317
in issue (in thousands)

A AN T 8 (TR0

Earnings per share attributable to ordinary [STNCIE3
equity holders of the parent
— Basic and diluted (RMB cents)

BESRHA ARIGERET

— EREEE(ARED

2017 2016
—E—tF  —FNF
101,654

578,750 521,387
19.5

No adjustment has been made to the basic earnings per share
amounts presented for the periods ended 30 June 2017 and 2016 in
respect of a dilution as the group has no potential dilutive ordinary
shares in issue.

DIVIDEND

No interim dividend was proposed for the six months ended 30 June
2017.

The proposed 2016 final dividend of RMB7.2 cents per share,
totalling RMB41,670,000, was approved by the Company’s
shareholders at the annual general meeting on 31 May 2017. It was
recorded in “other payables and accruals” in the interim condensed
consolidated statement of financial position and was subsequently
distributed in July 2017.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
hHARS B %R & B 15 $R R Bid 5 (48)

30 June 2017 ZE—t&F XA =+H

10. PROPERTY, PLANT AND EQUIPMENT 10. % - [l E R %18

30 June 31 December

2017 2016

:S—tfﬁ —E—7 \ﬂz

AA=+HA +tZA=+—H

RMB’000 RMB’000

ARBT T ARBETTT

(Unaudited) (Audited)

(REBEZR) (fEEZ)

Opening balance LR IES 3 810,088 629,556
Additions B 49,779 212,549

Depreciation e (19,536) (32,017)

Closing balance BSR4 840,331 810,088

11. PREPAID LAND LEASE PAYMENTS 1. B L ERIE

30 June 31 December

2017 2016

—ZT—tF ZE-RF

RNAB=+H +=ZA=+—H

RMB’000 RMB’000

AR®T R ARBT T

(Unaudited) (Audited)

(REEX) (fEEZ)

Carrying amount at 1 January R—HA—B/EEE 27,333

Additions during the period REFARE 25,969

Amortised during the period 1 HR A B 8 (1,080)

Carrying amount at period end HARARTEE 52,222

Less: Current portion included in prepayments, J& @ 5f ATENZIE « 4 &

deposits and other receivables H A FEWR AR RN B 55 (1,271) (1,187)

Non-current portion EmEN IS 53,924 51,035
The leasehold land is situated in Mainland China and is held under a HELHANPBEAN - WRERBBELNRE

long term lease. g
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HIG R &

30 June 2017 —E—+®F~A=+H

B 5 < B 5 (#8)

12. INVENTORIES 12. &
30 June 31 December
2017 2016
—E—tF —E-RF
NA=+H +=—A=+—H
RMB’000 RMB’000
ARET ARBFT
(Unaudited) (Audited)
(REEZR) (fe&z)
Raw materials R4 8,339 11,894
Work in progress fE8m 1,197,442 1,049,493
Finished goods X 23,640 27,053
Total inventories GFE®Es 1,229,421 1,088,440

13. TRADE RECEIVABLES

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to three months, extending to
longer periods for those long standing customers.

The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by senior
management. Trade receivables are non-interest-bearing.

13. EWWE S 18

AEEREFPHENE SIER

FEEHBER—
BRI -

=2=MEA

NEERZRSRE -
MEHEFPNE

ARE BB A 1 R U 3] 8 8 U R R A S R

REEE -

R - RUE 53R

fBHAARNORRT A
HRTFE

RERE

An aging analysis of the trade receivables of the Group based on the RNEBEWE FHIBEREEANRE S T
credit term, is as follows: N
30June 31 December
2017 2016
—E—tfF —E-RF
ARA=+H t-A=+—H
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Audited)
(REER) (&%)
Within 1 month 1 A LAA 91,629 119,143
1 to 3 months 1231 A 65,218 41,957
3 to 6 months 3&61@A 23,680 498
6 months to 1 year 6AAZE1F 17,954 459
Over 1 year 19 318 414
Total BET 198,799 162,471
The directors are of the opinion that no provision for impairment of 2= ATERENE S ZIEELFERE -

trade receivables is necessary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS B &% & B 15 ¥ R P 51 (48)

30 June 2017 ZE—+F A =+H

14. PREPAYMENTS, DEPOSITS AND 14. BB - HE N HAEIW
OTHER RECEIVABLES Hig
30 June 31 December
2017 2016
—E—tF —E—RF
ARAB=ZtH TZH=+—H
RMB’000 RMB’000
ARET T ARBEFTT
(Unaudited) (Audited)
(REEER) (f&iz)
Prepayments TEfTFRIE 72,854 76,684
Deposits and other receivables e & E b R UL G I8 119,255 116,702
192,109 193,386
The above balances are unsecured, interest-free and have no fixed il BEER - AETEREBEFEERE -
terms of repayment. The directors are of the opinion that no provision EEREDAEARBNIIE e KEMEUY
for impairment of prepayments, deposits and other receivables is SRIBYEHBER A ©
necessary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERAG B R © B F5 e = Bid 5 (7@

30 June 2017 —ZE—tFRA=+H

15. CASH AND CASH EQUIVALENTSAND 15. B4 RBESZBYURTE

TIME DEPOSITS HEFEX
30 June 31 December
2017 2016
—E—tF —E—RF
ARAB=ZtH TZH=+—H
RMB’000 RMB’000
ARBT R ARBEFTT
(Unaudited) (Audited)
(REEZR) (FEE=Z)
Cash and bank balances e MIRTTHEH 134,099 291,815
Time deposits TE HATE 3N 144,742 228,410
278,841 520,225
Less: o
Pledged for bank loans ELAEBUERITE 3K (144,590) (159,014)
Non-pledged time deposits with RESR RN = A Z2 8
original maturity of over three months AT BER
when acquired (152) (69,396)
Cash and cash equivalents BekIBE2EEY 134,099 291,815

Cash and cash equivalents are dominated in: R4 RIS ZEBYIATF T EHE

RMB AR 90,844 290,396
Hong Kong Dollar (‘HKS”) Br((#Exl) 43,087 1,212
uUsb e 168 207

Cash and cash equivalents BekReEEY 134,099 291,815
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
in O B B3 ¥ = P 5 (&)

P HATG BA

16. TRADE PAYABLES

An aging analysis of the trade payables of the Group based on the

17

invoice date, is as follows:

30 June 2017 ZZE—+FxHA=+H

Within 3 months
3 to 6 months
Over 6 months

3{EA UK
3ZE61EA
618 A A L

=+
16. BN EFMIE
REEENEZRBEREZAHANKRRD T
mT
30 June 31 December
2017 2016
—E—+HF —E—RF
ANA=+RA +ZA=+—H
RMB’000 RMB’000
ARET R ARBT T
(Unaudited) (Audited)
(REEX) (f&EZ)
55,215 95,330
20,589 25,599
31,524 22,890
107,328 143,819

Trade payables of the Group are non-interest-bearing and are
normally settled on terms of one to three months. The carrying
amounts of the trade payables approximate to their fair values.

OTHER PAYABLES AND ACCRUALS

AEERNESFAATFREBTEEAR—
*1IH WS - BN B 5 FAN RE E 8
NTEEE °

17. HttE R

Other payables
Accruals
Advances from customers

H iR
fEstIE R
EP N

The above balances are unsecured, interest-free and other payables
have an average term of three months.

ZENBERR AT

30 June 31 December
2017 2016
—B-tF —ZNF
RA=tH TZA=F—H
RMB’000 RMB’000
ARBT R ARBETTT
(Unaudited) (Audited)
(REEER) (FEE=Z)
48,610

15,727

14,1783

78,510

LA BEER R E - MEMEN K

HEFHHRA=MEA -

RIE K R IE B

—2—tFhH®RE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERAG B R © B F5 e = Bid 5 (7@

30 June 2017 —_E—+FA=1+H

18. INTEREST-BEARING BANK AND 18. sT B RIT R EMER
OTHER BORROWINGS

30 June 31 December

2017 2016
—E—tF —E—RF
ARAB=ZtH TZH=+—H
RMB’000 RMB’000
AR¥T T AREFT
(Unaudited) (Audited)
(REEZR) (f&iz)
Current BNHEA
Bank loans — secured IRITE — B 833,060 754,560
Finance lease payables (note 19) FERTRERERE (T 19) 12,637 22,704
845,697 777,264
Non-current JEBNER
Bank loans — secured IRITER — A = 60,000
Finance lease payables (note 19) FERmEMRERIE (HFE19) 7,708 11,723
7,708 71,723
Total A=t 853,405 848,987
The interest-bearing bank and other borrowings as at 30 June 2017 RZZE—tF A=+ HMNFBIRTTREAM
were all denominated in RMB, repayable within two years and EREHMHUARKEAE  ARMERNEER
bearing interests at 3.92%-5.99% per annum. MIRIBEF R 3.92% £ 5.99% 51 8. °
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

18. INTEREST-BEARING BANK AND

19

OTH ER BOR ROWI NGS (Continued)

(@  The following assets were pledged as securities for interest-
bearing bank and other borrowings:

wn O R IS i R B 5L (78

30 June 2017 ZE—+F A =+H

18. sT ERIT R HME R @

@ MNUTEECEMESBRITREME

Property, plant, and equipment I E A

Leasehold land HELTH
Inventories rE

Trade receivables FEWE 5518
Pledged deposits [z iEE

HEER
Carrying values
IREE

30 June 31 December
2017 2016
—E—tF —E—RF
RNA=+H +=ZA=+—8H
RMB’000 RMB’000
AR®T T AEBTTT
164,895 97,201
47,958 40,350
533,777 525,343
24,000 23,100
144,590 159,014
915,220 845,008

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 1.5 years as at 30 June 2017.

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

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 a price
of RMB100.

As at 30 June 2017, the Group’s machinery and equipment with a
net carrying amount of RMB48,186,000 (31 December 2016:
RMB50,487,000) were held under finance leases.

ZENBERR AT

AEBRTREMEFOERAERLATE
BE -

190. MG HE RN IR

AEBR _T-hFHESTHERRE -
RZZE—tHFRXA=1TH UEHEDER
BEMSE  FHpEHAR1.5F

HERERBU THEAR TN EENE
o AR £ 58 A R 55,000,000 07 E T E
BRAEFIE500% B - AEED A H AR
HIRFES AR 5,500,000 TR TR E A
R#1,2450007C - ERER =T —NF+=
B=—+hBEH-

RIFHERE 5 - WEBALEELD A
W R ARr P A S I AR 100 TV B
KEBEEAEA -

RZZE—+EXNA=1+0 AEBMBREDE
HESENRERIENERFEAARE
48,186,000 L(ZE—A~"F+ZA=+—08:
AR #50,487,0007T) °

—2—tFhH®RE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

hHEARSERER S

30 June 2017 —E—+®F~A=+H

19. FINANCE LEASE PAYABLES (continued)

At 30 June 2017, the total future minimum lease payments under

finance leases and their present values were as follows:

B 5 < B 5 (#8)

19. MEMHEENE

i

Minimum
lease
payments

REREE
30 June

2017
“E-tF
~B=tH

RMB'000

RIE ()
—tFAA=+H BMEHEETH
RRFEREFERBERABENT

Present Present
value of value of
Minimum minimum minimum
lease lease lease
payments payments payments
BREAERE KEMEHE
HERETE HWRE MERME
31 December 30 June 31 December
2016 2017 2016
“ERE ZE-tF “ERE
TZA=t-H AAZTE +tZA=T-H
RMB'000 RMB’000 RMB'000
ARETTT ARBTR ARETTT

ARBTR

Amounts payable:
Within one year
In the second year

B0 -
—ELR
FIF

13,405
7,966

Total minimum finance lease payments

Future finance charges

RERERENELE

ARBEXH

21,31

(1,026)

Total net finance lease payables

Portion classified as current liabilities (note 18)

BEMERNTEIRA

PRARBAEND (M18)

20,345

(12,637)

Non-current portion (note 18)

FERBE A (MFE18)

7,708

Honworld Group Limited Interim Report 2017
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34,427

(22,704)




NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

20. OTHER LONG TERM LIABILITIES

= /g
%l\l:l

B e < B 5 (48)

30 June 2017 ZZE—+FxHA=+H

0. At RHEE

Notes

B

Other long term payables
Special payables

H b R EAE N A
BT EIEFRIE

30 June 31 December
2017 2016
—E—+tHF —E—RF
ARB=tH TZH=1+—H
RMB’000 RMB’000
ARBT ARBTT
(Unaudited) (Audited)
(RBER) (FEER)
133,000 133,000
4,259 4,333
137,259 137,333

On 6 May 2016, two wholly-owned subsidiaries of the
Company, Huzhou Chen Shi Tian Niang Management
Consulting Co., Ltd (the “Huzhou Chenshi”) and Huzhou
Laohenghe Brewery Co., Limited (“Huzhou Laohenghe”,
which is also the wholly-owned subsidiary of Huzhou Chenshi)
entered into an investment agreement with China Development
Fund Co., Ltd (“CD Fund”) (the “Investment Agreement”).
Pursuant to the Investment Agreement, CD Fund agreed to
subscribe for 3.5% of equity interest of Huzhou Laohenghe for
a total cash consideration of RMB133 million (the “Capital
Investment”) and Huzhou Laohenghe shall pay CD Fund fix
annual return equal to 1.2% of the Capital Investment from the
date of the agreement. In additions, Huzhou Chenshi has
contractual obligation to repurchase all the equity interest of
Huzhou Laohenghe held by CD Fund within 8 years according
to the repayment schedule under the Investment Agreement.
Further details of the Investment Agreement have been
disclosed in the announcements of the Company dated 9 May
2016 and 29 June 2016, respectively.

As Huzhou Chenshi does not have the unconditional right to
avoid delivering cash to CD Fund pursuant to the Investment
Agreement, the Capital Investment of RMB133 million was
recorded as a financial liability.

ZENBERR AT

RZZE—R"FRANH  XARMEZE
BB ARAMBRERREE RS AGR
ANEICHMNERE 1) s Z B S
ARAB(AMEBER ] - TRAINER
KWa2EMBAR) HERAERESE

AEl((EBEZRRES DI LEEW
& (DEEWRE]D - BEBTE W= - BEH
BRESABEUARK1B3EETHR
B AR E RN Z BTN 3.5% HY AR A
Em ([EXRERAD - mAMNEENES
ZnEAHESFRAENAEREA
12%MEESERNBEFAEREES N
Bl o LEoN - BINPRICAE S QBT -
ARBIEHENERFERRNEA
EOEFAERES MR HMNEEND
2EAR AR - BRI E HEE—F
HBEEONBEERARTBBHA-E
—RNERANBEZZE—XRFAXA
Z+NBHRME -

FR B A PR G 3P S AR BT 1 15 2 1 o 1)
ERZREES IR S EEGER
At AR HEE T E A AR
FAcRARE-

—2—tFhH®RE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
S HAS BR %R & B 5 E R By 5F (48)

30June 2017 —E—tFA=1H

20. OTHER LONG TERM LIABILITIES
(Continued)
(b)  Asat 30 June 2017, the actuarial liabilities existing in relation to

the retirement benefit obligations for employees who retired
prior to the acquisition of Huzhou Laohenghe by the controlling
shareholders and the early retirement obligations for employees
who early retired were RMB4,259,000 (31 December 2016:
RMB4,333,000). The benefit obligations arising from the plans
were unfunded.

The movements of the actuarial liabilities recognised in the
statement of financial position are as follows:

20. HtbRHEE @

(0)

MN-Z—+EXA=1H BENER
R R U BE SN Z B FIATR KA B B MR
REMEERIRREKIESMIRERIK
EfMGENREABEARARY
4,259,000 L(ZE—A"F+ZA=+—
B : AR%4,333,0007T) ° stEIEEH
BIEXTAABERES -

BT IRR R P T k5 E AR
BEZBOT :

30 June 31 December

2017 2016
—E—+tF ZE—RF
RR=tH tZA=1—H

RMB’000 RMB’000
AR®T T AEBTTT
(Unaudited) (Audited)
(REEER) (F&FEZ%)

Carrying amount at the beginning of HWIHERE B

the period 4,505
Benefits paid B EF (172)
At the end of the period REIR 4,333

Honworld Group Limited Interim Report 2017



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
hHARS B %R & B 15 $R R Bid 5 (48)

30 June 2017 ZE—t&F XA =+H

21. SHARE CAPITAL 21. R
Shares iz 19
30 June 31 December
2017 2016
—Z—tHF —E—RF
ARAB=Z+tH TZH=+—H
RMB’000 RMB’000
ARET R AR®ETTT
(Unaudited) (Audited)
(REEX) (f&#Z)
Authorised: ERE
1,000,000,000 ordinary shares of 1,000,000,000 % & % & 0.0005
US$0.0005 (RMB0.00305) each E7T (AR 0.00305 7T) HYE @I 3,050
Issued and fully paid: EEITRER
578,750,000 (31 December 2016: 578,750,000 & (= F—7~F
578,750,000) ordinary shares of +=—A=+—H : 578,750,000 %)
US$0.0005 (RMB0.00305) each A% {8 0.0005 E T
(AR#0.00305 7T) #) & mA% 1,767

22. OPERATING LEASE
ARRANGEMENTS

22 REHELHE

The Group leases certain of its land and buildings under operating
lease arrangements. Leases for land and buildings are negotiated for
terms ranging between one to nineteen years.

At 30 June 2017, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

AEBERBEEHERFERE T L RE
F o L RBEFHHERBNF—ETNE -

RZZE—tFXA=1THE AEEREIH
AN BHEEEHE O REFERER

follows: THMEZENT -
30 June 31 December
2017 2016
—ZE—tF ZE—RF
RNAB=+H +=ZA=+—H
RMB’000 RMB’000
AR®T R ARBETFTT
(Unaudited) (Audited)
(REEZR) (FEE=Z)
Within one year —FR 1,502
In the second to fifth years, inclusive F_FEZFERAFAN(BREEMF) 2,522
After five years hFi& 1,110
5,134

ZENBERR AT

—tEERHHRE



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERAG B R © B F5 e = Bid 5 (7@

30 June 2017 —_E—+FA=1+H

23. COMMITMENTS 23. AfE
In addition to the operating lease commitments detailed in note 22 B E OB EE 22 AT sl Ay 48 EFE ERHESN - K
above, the Group had capital commitments as follows: EEHEE NEREE

30 June 31 December

2017 2016
—E—tF ZE—RF
RNA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R ARBFT
(Unaudited) (Audited)
(REEERK) (fEEZ)
Contracted, but not provided for: EETAVERETIR B - m
Plant and machinery R B M2 56,116

24. RELATED PARTY TRANSACTIONS 24 A F RS

Compensation of key management personnel of REBFTEEEAENE
the Group

Six months ended 30 June
HEARA=THLEAEAR

2017 2016
—E—+tF AN
RMB’000 RMB’000
ARBT T AREFT
(Unaudited) (Unaudited)

(REEK) CRigER)

Salaries, allowances and benefits in kind e RMEEYAR 294
Pension scheme contributions RIREETEIHER 28
Total compensation paid to key management X~ F X EBEE A BHB& 4258

personnel 322
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