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Hop Hing owns the rights to operate
QSR chains, including Yoshinoya, Dairy
Queen, Uncle Fong and self-developed
brand Chatting, in the Northern
regions in the PRC, spanning across
Beijing and Tianjin municipalities,
Hebei, Liaoning, Heilongjiang and Jilin
Provinces, and the Inner Mongolia
Autonomous Region in the PRC.
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This is my second year as chairman of the board of directors (the “Board”)
of the Hop Hing Group Holdings Limited and its subsidiaries (the "Group”).
With the support of my fellow directors and its diligent management staff,
the Group continued to grow its sales and profit in the year 2017. Hence, |
would like to take this opportunity to express my sincere gratitude to them.

In the past year, the Chinese economy recorded slightly stronger Gross
Domestic Product (the “GDP") growth than in the previous year, edging up
from 6.7% to 6.9%. The catering business in the People’s Republic of China
(the "PRC") market grew by more than 10%, showing marked
improvements in quality of products and services.

The catering business saw increased rivalry from leading players moving
into different new concepts while new entrants from supermarkets and
online companies further intensified competition. Consumers are the sole
beneficiary of the intense competition: more choices, better services, and
better quality products. The business world is going through revolutionary
changes driven by artificial intelligence, big data, mobile payments
technologies and the catering business and its operating concepts need to
adapt to the new environment. In 2017, increased cost in raw materials,
labour, rents and utilities adversely affected the profit margins of the
catering business. Furthermore, industry players needed to comply with
more stringent government regulations on food and environmental safety.
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Overall, the economic environment in 2017 produced steady growth, with
the catering industry recording double digit increase. The growth in
disposable income increased the desire for products and services, both in
quantity and quality. Despite the intensive competitive environment for
the catering businesses, the future remains optimistic, especially for the
well known brands and chain stores. Our Group, with her experienced and
progressive management team, is well positioned to rise to the challenges.

Despite these challenges, the Group recorded growth in both revenue and
profit in 2017. This was achieved through well considered business
strategies to control costs and improve operating efficiency, diligently
executed under the leadership of our chief executive officer and the
management team. During the year, the Group continued to implement
the incentive scheme designed to motivate store managers and staff to
self-initiate on improving store operations. Positive results have been
achieved in lowering operating costs and increasing sales. The change in
the tax policy of China, shifting from business tax to value-added tax;
resulted in reduced the expenses of the Group in 2017 when compared to
2016. For the year, Group net profit improved by 34.3% to HK$167.4 million
from HK$124.6 million in 2016.
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For 2018, China is expecting continued economic growth. Strong
consumer demand for goods and services will have a positive impact on
the catering business. Quick service restaurants (the “QSR"), with well
known brands should have an advantage. The Group is well positioned to
capitalize on China’s continued prosperity. We will steadfastly adhere to
our operating principle of “Quality with Conscience”, strictly control food
quality and enhance services to ensure healthy, safe and delicious food
products to our customers. To meet growing consumer expectations on
products and services, the Group will continuously upgrade our restaurants
and increase our new food product offers, to enhance consumer
experiences. The Group will embrace innovations in the industry, adopt
new technologies and big data, to better understand customer needs and
deliver personalized services.

The Group's objective is to be a leading multi-brand QSR operator in the
PRC. “Uncle Fong” was brought into the Group in previous year, the brand
and its products have so far been well received. We will continue to grow
its brand recognition and market share. The Group will continue to develop
new products and brands and will also consider new investment
opportunities that can help us to achieve our objectives.

With China’s growing economy, and government's favourable policy to the
industry, | believe the Group is on track to achieve its business targets in
2018. I would like to thank my fellow board members, the management
team and staff for their hard work and unswerving support. My gratitude
also goes to our customers, shareholders and business partners for their
confidence in and support to the Group.

SETO GIN CHUNG, JOHN
Chairman

Hong Kong

27 March 2018
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For the year ended 31 December 2017, turnover of the Group’s business
totalled HK$2,218.3 million (2016: HK$2,091.3 million). Earnings before
interest, taxation, depreciation and amortisation for the year amounted to
HK$338.7 million, representing an increase of 22.0% when compared to the
HK$277.5 million for the preceding year. Profit attributable to the equity
holders of the Company for the year under review was HK$167.4 million,
representing an increase of 34.3% or HK$42.8 million when compared to
HKS$124.6 million for the year ended 31 December 2016

Basic and diluted earnings per share for the year were HK1.71 cents and
HK1.69 cents, respectively (2016: HK1.26 cents and HK1.25 cents,
respectively).
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On 28 June 2017, the Company made a final dividend payment of HK0.62
cent per share for the year ended 31 December 2016. The Directors
recommend payment of a final dividend of HK0.83 cent per share for the
year ended 31 December 2017 (2016: HK0.62 cent per share). Subject to
approval by the shareholders at the forthcoming annual general meeting
(the "AGM") of the Company, the final dividend will be distributed on or
about 29 June 2018 to shareholders whose names appear on the register
of members of the Company as at 15 June 2018.

The amount of final dividend recommended was calculated based on the
number of ordinary shares in issue at the date of approval of the
consolidated financial statements. These financial statements do not reflect
the final dividend payable.

2017 3 ANNUAL REPORT 11
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Industry Review

In 2017, the catering industry continued to face tough challenges. China'’s
GDP growth improved from 6.7% in the previous year to 6.9% in the year
under review, with economic growth reinforced by the improving quality,
structure and efficiency of the economy. The catering industry developed
in two different directions. One is towards speciality and cultural catering
to meet the consumption needs for personalization, diversity and
socializing, and the other is towards chain stores, retail and industrial
catering to meet the consumption needs for swiftness and convenience.
The online take-out market sustained rapid growth, becoming a main
driver for the industry innovation. The in-depth integration of online and
offline businesses create the new business model of “Supermarket plus
Catering”. Online retail sales volume increased substantially by nearly one
third as compared with last year amid soaring development of the platform
business. Sharing businesses such as bike sharing and car sharing grew
rapidly.
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Industry Review (Continued)

However, investment returns in the real economy were still weak
dampening investment sentiment, which required transformation and
upgrade to reinvigorate. Although the overall catering market recorded
double-digit growth in 2017, the rate of closing down of catering
enterprises was high at 30%. Restaurants in shopping malls faced even
more difficulties. In the past few years, the industry saw more and more
online companies, large supermarkets, and leading players in the upstream
and downstream industry chain entering the catering market. This
phenomenon, coupled with the increase in new restaurants in recent years,
brought the market to saturation and as such competition intensified.
Increasingly differentiated catering categories also ousted a number of
brands from the market. The availability of more and more choices is
affecting brand loyalty among restaurant goers comprising mainly those
born in the 1980s and 1990s. In addition, apart from having high demand
on food safety, consumers also want the food they eat to be “natural and
healthy” and restaurants to offer customised dining experiences. All these
trends are creating pressure on the revenue of catering operators. The
continuous advance of internet technologies, big data and artificial
intelligence have been fuelling online sales and has helped enhance
catering service efficiency and product quality, but at the same time has
also created pressure on physical restaurants. Under the above pressure,
catering enterprises began to polarize. On the one hand, catering
enterprises which continue to operate with traditional concepts and
unable to reform their business to adapt to the rapid technology
development and fast-changing market demand and still rely on traffic
flow, single product and traditional operating mode will have difficulties in
surviving the competition.

On the other hand, companies with sophisticated management
philosophy and extensive management experience, open corporate
culture, and experienced teams being able to accurately gauge the
situation, proactively reform, and relentlessly innovate, would be able to
achieve substantial operating results and build up promising development
momentum by combining the supply chain system, growing and
strengthening online sales, and achieving in-depth integration of online
and offline businesses. As a seasoned catering enterprise with a well
developed brand, the Group prides itself of all the aforementioned
desirable qualities for obtaining sustainable development, and is confident
about winning the trust and recognition of consumers.

2017 “ 3 ANNUAL REPORT 13
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Industry Review (Continued)

Meanwhile, the catering industry showed an increasing return to ration in
2017. On the one hand, customer spending was increasingly rational. The
clever gimmicks and at-all-cost promotions previously employed by certain
catering enterprises ceased to appeal to customers, whereas pleasant
dining ambience, “delicious, healthy and safe” food, and personalized
service were critical in attracting consumers. On the other hand,
investments and management of catering enterprises became more
rational as well, with more attention paid to consumers’ real needs as well
as legal and compliant operations. As a result, rat-race competition was
reduced, bringing the market to normal order, enabling enterprises such as
the Group which conducted business in a compliant manner to focus on
brand building and long-term development and adopt appropriate
operation and development approaches, so as to achieve healthy growth.

At the same time, the traditional “four highs one low” — high raw material,
labour, rental and utility costs and low profitability — continued to affect
development of the catering industry. Procurement, rental and labour
costs have kept climbing year after year. In particular, with the takeaway
market growing, food delivery and related costs have been rising, while
dine-in spending shrinks and catering enterprises’ unit efficiency declines.
All these have dragged down profitability.

In addition, tightening government policies on catering operations are
posing bigger impact on catering enterprises. With Chinese consumers
giving increasing attention to food safety and the country keen on
protecting the environment and promoting sustainable development,
more stringent food safety and environmental protection regulations have
been introduced for food enterprises, commanding them to enhance
operational standards and quality control. Moreover, with China adjusting
the positioning and functions of core cities such as Beijing, catering
enterprises in those cities are compelled to adjust business strategy to
address challenges including rising labour costs, declining foot traffic in
business districts and climbing store construction costs.
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Industry Review (Continued)

Despite the aforementioned challenges and pressure, the Chinese
economy continued to operate within a reasonable range throughout
2017. All macro indicators remained stable with promising prospects. The
Chinese service industry, including the catering industry, grew stably and
rapidly, with markedly enhanced quality effects. The Chinese economic
development was transitioning from high-speed development to high-
quality development, presenting catering businesses with desirable
attractive opportunities for continuous development. Moreover, as per
capita disposable income and per capita consumption expense continued
to increase, the per capita number of restaurants failed to meet the dining
needs of consumers despite further segmentation of the catering market,
which means there remains plenty of room for market growth. Catering
enterprises, the Group included, must accurately take the pulse of the
economic development and seize the opportunities arising therefrom,
understand the emerging needs of customers, relentlessly innovate, and
continuously develop and adjust development strategies, using advanced
technologies such as artificial intelligence, mobile payment, and big data,
to establish customer relationship management systems, achieve targeted
marketing, and facilitate the in-depth integration of online and offline
business, thereby further improving our business model and service quality
to “fulfil the people’s growing need for a happy life”.

Business Review

In 2017, the management actively rolled out innovative measures
conducive to improving the Group's business performance, and formulated
six major business strategies at the beginning of the year, including (1)
Enhancing customer satisfaction and strengthening customer touch point
management; (2) Enhancing 020 business model; (3) Developing new
stores and new brands; (4) Exploring and evaluating potential merger and
acquisition opportunities; (5) Brand Upgrade to enhance customers’ dining
experience, and (6) Strategic human resources strategy. The different
strategies effectively implemented had contributed in varying extent to the
improvement in sales and profits of the Group and staff morale during the
period under review.
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Business Review (Continued)

For the year ended 31 December 2017, the Group’s sales revenue in
Renminbi increased by 7.4% to RMB1,923.3 million (2016: RMB1,790.2
million), which was attributable to the additional sales brought by new
stores, as well as growth of the food delivery business. Dairy Queen
launched delivery service for certain products in the fourth quarter of 2016.
Operating its own delivery team, the Group is able to provide more
efficient and quality delivery services to customers. Affording consistently
faster delivery and more satisfactory delivery experience for customers, the
delivery sales percentage of Yoshinoya improved from 28% in 2016 to 32%
in 2017. Furthermore, after the launch of the upgraded customer
relationship management system, which offers customers bonus points on
purchases that can be used to redeem products later, customer spending
increased.

In 2017, despite the difficult business environment, the Group persisted
with the six major business strategies and successfully improved same-
store sales. During the period under review, the Group's overall same-store
sales (denominated in Renminbi) increased by 4.5% (2016: 2.3%) and
Yoshinoya recorded a 4.6% same-store sales growth (2016: 3.1%). As for
Dairy Queen, after delivery service was launched, it recorded same-store
sales growth of 4.2% for the year (2016: -5.2%).

EEHEEREIL
(MARMGEHE)
Percentage Increase
in Same-Stores Sales
(in Renminbi)
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2017 2016

= Overall 4.5% 2.3%
BEERE By main brands

FHX Yoshinoya 4.6% 3.1%

KEER Dairy Queen 4.2% -52%
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¥KEIREE) Business Review (Continued)

RZT—+F  BWAGE - bR —KZ—7dt  In 2017, in terms of revenue, the Beijing-Tianjin-Hebei Province

EHeHEEEAAEENZ AT MaHEK  Metropolitan Region remained the largest market of the Group and sales

Em HERA RSB HEBRE4858% ° revenue from Yoshinoya's products accounted for approximately 85.8% of
the Group's total sales.

—E—+tF ZE-RF
2017 2016
ARBTT H#HEE» ARBTT EHEE®
RMB’000 % of sales RMB’000 % of sales
a. RESmHm By Region
bR —KE LA Beijing-Tianjin-Hebei Province
i@ Metropolitan Region 1,445,938 75.2% 1,347,304 753%
#iho Northern China @ 477,348 24.8% 442,860 24.7%
O BIEEE - JARH - M Including Liaoning, Inner Mongolia,
BEIREMNE - Heilongjiang and Jilin.
b. REEBEHHMH By Main Brands
FEHX Yoshinoya 1,650,462 85.8% 1,572,357 87.8%
KEE Dairy Queen 194,108 10.1% 172,160 9.6%

AZE—LF AEBRBATISE FIEM46E  In 2017, a net total of 46 new stores (2016: 15 net new stores), including 16
FIE(ZZ—RE - 15EFEHE) - BFEFEIM  new Yoshinoya stores (net), 18 new Dairy Queen stores (net) and 12 new
T6HFETRDIE  FEMISEAFAKSZEEDIE  Uncle Fong stores (net), were opened in existing markets. As at 31
KMOFM DB ENAE c RZE—tF+=8  December 2017, the Group had 516 stores in operation.
=t+—H AEBEXKELL516HEM -
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= (4 ) REVIEW OF OPERATION AND PROSPECTS (Continued)

X OEE(4E) Business Review (Continued)
R+=A=+—H
As at 31 December
—E—+F ZE-RF
2017 2016
HHX Yoshinoya
R —RE—TILE Beijing-Tianjin-Hebei Province
iR Metropolitan Region 218 217
= Liaoning 81 73
ANEE Inner Mongolia 12 12
BET Heilongjiang 16 9
R Jilin 2 2
329 313
KEER Dairy Queen
R —RE—JTEE Beijing-Tianjin-Hebei Province
etz Metropolitan Region 117 103
pages Liaoning 24 22
NEF Inner Mongolia 7
EEET Heilongjiang 1
L Jilin 2
161 143
HAth Others
R —XKE—ALAE Beijing-Tianjin-Hebei Province
He@ Metropolitan Region 25 14
e Liaoning 1 -
26 14
#Et Total 516 470
HAEBRFAUNTHRETARA BN Operating in a competitive market and with operating costs on general

ERF LTI BEARKERERT ﬁ&mﬁ$
BHRS EEERMEARMAFRET BB
BB R EEENSENRETE  YHRERT
TZBEYHARREBEIEZRM 2K - AW - &
DEERMBRARZZ—tFTH+FR LK
BEREXNABEER T RSB ERA - BN

REAEENEFNE  BEFERDTEKSEE D
2 BT NFHMWEE T —+FN
63.5% °
RIE—+FE AEEEBHEFERKRAE
HEEMMAS BB AESRAEERER
KO
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rise, the Group continued to execute its effective cost control system. It
implemented the proven strategy of bulk procurement of key food
ingredients through strategic sourcing and continuous extension and
improvement of its supply chain without compromising food quality.
However, the costs of some of its major raw materials spiked in the second
half of 2017, even though there was a costs saving from the business tax to
value-added tax reform helping to improve the Group's gross profit margin,
net gross profit margin was down by 0.5 percentage point from 64.0% in
2016 t0 63.5% in 2017.

At the end of 2017, the Group adjusted the prices and sales product mix by
launching new products, moves expected to improve its effective gross
profit margin in the future.



BEEEZRERAF
HOP HING GROUP HOLDINGS LIMITED

BEEENWE D

Management Discussion and Analysis

X EEENAI = (4) REVIEW OF OPERATION AND PROSPECTS (Continued)

EBmE(E)

Business Review (Continued)

—®—tF  —TAF

2017 2016

ETES Gross profit margin 63.5% 64.0%
BEAN - AN E B RE R H B B B s 5 - & In addition, the Group constantly strives to motivate its team and, in 2017,

BB E_Z-—EFRESARNENYR - A
RERS S EHE TN TEBRENESES
BFrfRm - EBMERFIARE - ATRABEN
oy B TR R ARRSE RAEERA TR
PTIKSH - EHANEFPHREERSNERT -
AEBAKEN T EEREEOKAYE - R -
AEBEREGHRRER N NER  NEREED
BREERNBNEZZET S AKEREHA
FEANBEERA TR -

its incentive scheme achieved satisfactory results. Thanks to these efforts,
staff members have become more enthusiastic and motivated at work,
helping improve the Group's operational efficiency. The rise of labour costs
was partially offset by enhanced staff efficiency and decrease in store utility
and repair costs. With the help of the upgraded customer relationship
management system, the Group greatly enhanced the cost-effectiveness
of advertising and publicity programmes. At the same time, with the Group
actively opening smaller stores and benefiting from favourable conditions
brought by the tax reform, its rental cost decreased in the year under
review.

—E—tF ZE-RF
2017 2016
BT GHEHE% BETIT HEERE®
HK$'000 % of sales HKS$'000 % of sales
AL Labour costs 315,511 14.2% 292,607 14.0%
e A Rental expenses 278,893 12.6% 279,594 13.4%
PrE M Depreciation and amortization 89,106 4.0% 90,586 43%
Hih & &5 Other operating expenses 319,398 14.4% 317,858 15.2%
SHE MoK A BEE Total selling and distribution costs 1,002,908 45.2% 980,645 46.9%

BIEME  XOROLBRMEAARZE—EF T
FEEK BERZEARTHERNANRERBRE R
EUIEMAER  AEBMENRDZIZE -
BRBERKE/NEENEHEERAAKRERR
B AEETEEREEHESNET KRNIEE
BmINAEBTHHEERERR  BHETHHR
FETHFREMAOYRACKE RINER BRI °
AN - REBREHE RS - KOS EE
EREGIRAEHEEBN  BATRITIEAENT
ERBEMEBEEERIRS - ZiT8NMERA
EBEWE  NADRBREZEEXNEARIEMEE -
HBE T FHEELEE RZT—+tFT
FF - ARBABESAEBRR T —LFix50E
Hlas o B E 2 AEEARFIEI1343% © B
% F 1978 ¥ 124,600,000 7T 3 = [O] B F A B
167,400,000 JT,

To summarise, the costs of some core food materials increased sharply in
the second half of 2017, and although the impact of the increase was
mitigated through effective strategic and bulk procurement and VAT
reform, the Group’s gross profit margin was still affected. By continuously
opening smaller stores and adopting the six major business strategies, the
Group was able to lower store rental costs to some extent. Efforts to
promote food delivery business made a remarkable contribution to sales
growth, which has to a certain extent been offset by an increase in the
delivery logistics and delivery related costs in the second half of the year. In
addition, the incentive scheme implemented at stores succeeded in
encouraging employees to take initiative to improve store operations and
frontline staff have become more enthusiastic and motivated at work. The
scheme not only enhanced operational efficiency, but also helped lower
operating costs and increase sales. During the second half of 2017,
Renminbi appreciated and the Group recorded exchange gains in 2017
against exchange loss in 2016. All in all, profit of the Group recorded an
increase of 34.3% from HK$124.6 million last year to HK$167.4 million in the
year under review.

2017 “ 3 ANNUAL REPORT 19



EHREEZRERAF
HOP HING GROUP HOLDINGS LIMITED

EEEN WK D

Management Discussion and Analysis

X EEENAI = (4) REVIEW OF OPERATION AND PROSPECTS (Continued)

EBmE(E)

ARAN—FEHNEBLAF EREHFRREBRA
A(TERMB AR R-T—N\F—-AKKT
ERBEHEE (R - HPHAILmAHGHEE
RE AL R B AR R BERT R 2 BRETHR
BHEE - RAFRAY  UEARBASHHE
MERER EFTSEBETYBINERNEE
K E R & RRR M EEREERHNBR -

Business Review (Continued)

Beijing Yoshinoya Fast Food Company Limited (the “Beijing Subsidiary”), a
subsidiary of the Company, received a notice from the Beijing tax authority
in January 2018 stating that the Beijing tax authority will carry out a tax
inspection on the Beijing Subsidiary in relation to previous tax periods. As
at the date of this annual report, no finding has been made in respect of
the tax inspection. The Board will continue to closely monitor the progress
of this matter and will update shareholders and potential investors as and
when appropriate and necessary.

Bf 7% [E1 B8 FINANCIAL REVIEW

ExR

RZIEBE—+F+-_A=+—8 ARARSKEE
BEE0107T 2 B BTN BB £10,070,431,786/% (=
T—XNFE+-A=+—H :10070431,786 i%) °

R-ZT—+F—A—H  KN2QAHAE326167320
MARITIERERRHRE - 517 > 72,500,000 17 B8 IR A JE 1%

REBEEREELER
R-Z—+tF+-_A=+—R0 AEEZEEL
K (Rt BRITEFRER AR R RERE AN
BRZER)BISW( ZE—A"F+=-_A=1+—18":
20%) °

RZFE—+tF+-—A=+—H KEEHKBFFER
& 7K B #631,700000L( ZF — N F: B E
527,100,00070) (R & RIR e EEWRET BIRTT
BR) c AEBZFERESKFE LA T EHRFRRK
B FI FTER ©

AKEREBEM R E KK A 0000 (ZF
— N4 800,000 7T) ©

AEEZBEBRRBARNTEE 2R E MIRTTE

EEREEXBEERS - AEBEEEHRAINE
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Equity
The number of issued shares of HK$0.10 each of the Company as at 31
December 2017 was 10,070,431,786 (31 December 2016: 10,070,431,786).

As at 1 January 2017, the Company had 326,167,320 outstanding share
options. During the year, 72,500,000 share options were granted. No share
options were exercised or lapsed during the year.

Liquidity and gearing

The Group's gearing ratio (expressed as a percentage of interest-bearing
bank loan over equity attributable to equity holders of the Company) as at
31 December 2017 was 1.5% (31 December 2016: 2.0%).

As at 31 December 2017, the Group recorded a net cash position of
HKS$631.7 million (2016: HK$527.1 million) (being cash and cash equivalents
less interest-bearing bank loan). The increase in net cash position of the
Group was mainly due to the profits earned during the year.

The Group's finance costs for the year was HK$0.9 million (2016: HKS$0.8
million).

The Group's funding policy is to finance the business operations with
internally generated cash and bank facilities. The Group continues to adopt
a policy of hedging foreign currency liabilities with foreign currency assets.
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Staff remuneration packages comprise salary and discretionary bonuses
and are determined with reference to the market conditions and the
performance of the Group and the individuals concerned. The Group also
provides other staff benefits including medical insurance, continuing
education allowances, provident funds and incentive schemes to eligible
staff. The total remuneration paid to the employees (including pension
costs, share-based payments and the directors’ remunerations) of the
Group in the year under review was HK$499.5 million (2016: HK$448.2
million). As at 31 December 2017, the Group had 8,248 full-time and
temporary employees (2016: 7,912).

During the year ended 31 December 2017, the Board resolved to grant
share awards in respect of 29,634,959 shares to certain selected participants
who are not a director, chief executive or substantial shareholder of the
Company, nor an associate (as defined under the Listing Rules) of any of
them.

All directors’' remunerations were determined by the Board of the Company
after considering the recommendations of the remuneration committee of
the Company.

IR R 2N A B) B Harvest Trinity Limited R —Z & — =4
E‘ftlj% RaEB(THEFEDT L2 HE

NEEGETE S FIE T B B AT 2 B —
5 KR 7% B & 17 Harvest Trinity Limited {E 8 (& o
BT ER A » Hop Hing Oil Group Limited K E K B
AAEEGECEAHESBETKAMAIEELHR
SRS o

Details of the operating segment information are set out in note 4 to the
financial statement .

KSR E & CONTINGENT LIABILITIES

Pursuant to the agreement entered into between the Company and
Harvest Trinity Limited for the disposal of the edible oils business (the
“Disposal”) in 2013, the Company undertook to indemnify Harvest Trinity
Limited for further tax liabilities relating to periods prior to the date of
completion of the Disposal. In the opinion of the management, adequate
tax provision had been made by the Hop Hing Oil Group Limited and its
subsidiaries and joint ventures before the date of completion of the
Disposal.

& = IK 38 PLEDGE OF ASSETS

RZE—tFT-_A=1+—8 AEELELEMF
éf%ﬁﬁﬁ“

The Group did not have any pledge of assets as at 31 December 2017.
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ERWBER HEN B2 5 R E B2 5 MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES AND AFFILIATED COMPANIES

The Group did not make any material acquisition or disposal of subsidiaries
or affiliated companies during the year under review.

EEE 415 PARTICULARS OF IMPORTANT EVENTS

BAFHEBEZEMI REERREEAER
AT EZLHMEZEHMALAREREAY
@

= EEJ{& KEY RELATIONSHIPS

Save for the events disclosed in this Annual Report, there are no other
important events that occurred after the balance sheet date and up to the
date of this Annual Report and had material effects on the Group.
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Employees

The management is fully aware that human resources are crucial to the
continued success of the Group. The Group has provided staff with
different kinds of benefit, including annual and other paid leaves, medical
insurance, continuing education allowances and provident funds. For the
personal development of our employees, they have been provided with in-
house training and are encouraged to attend external relevant courses. The
Group has also set up various incentive schemes, including performance
related bonuses, share award scheme and share option scheme, to
motivate and reward well-performed employees. In addition, the incentive
schemes of the Group have been designed to give the relevant staff a
sense of ownership and let them share the results of the efforts that they
have contributed.

Details of our remuneration policies have been set out in the
“Remuneration Policies” section in this “Management Discussion and
Analysis”.

Customers

Being a QSR service provider, we have customers coming from different
social classes, regions and districts. It is an on-going exercise for us to
understand the needs and appetite of our customers. The primary
objective of our product development team is to launch new and tasty
products to satisfy the taste buds of our customers. For the convenience of
our customers, we have set up call centres, cooperated with platform
service providers and launched website ordering system for our customers
to place their orders wherever they are. Apart from quality food, the Group
has been continuously upgrading the renovation of its stores so as to give
our customers a feeling of being home. Our customers also have various
channels, including WeChat, telephone hotline and our newly launched
customer relationship management system, to let us know which areas of
services we could further strengthen and understand our customers’
consuming habit. The satisfaction of our customers is always one of our key
performance indicators.
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Suppliers

Food safety is one of the most important areas that the Group has always
put emphasis on. The Group has built a stringent internal control system in
the selection of suppliers. The system requires our procurement team to
assess the potential suppliers from different perspectives, including their
track records, experience, production ability, financial strength and
reputation. Newly selected suppliers will be tested with orders of smaller
size before they are placed with regular size orders. As an on-going exercise
to monitor the quality of food and material supplies, the procurement
team and production team of the Group would meet and visit our
suppliers on regular and irregular basis. Our teams may give advices to our
suppliers on ways to further improve their production efficiency and
standard, where appropriate. This helps to establish a mutual trust and
create a win-win situation for both our suppliers and the Group.

BREEN#HITIER ENVIRONMENTAL POLICIES AND PERFORMANCE

REBAEZYEIRBERE KA REER
REODE - BRPIBHEBHNEE N REEMER
BRER RE2REYRENZE - HMTEX
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The Group is committed to build an environmentally-friendly corporation
that pays close attention to conserving the environment. We strive to
minimise our environmental impact by saving electricity and encouraging
recycle of materials. We also require our suppliers to operate in strict
compliance with the relevant environmental regulations and rules and
possess all necessary permission and approval from the relevant regulators.
Our commitment in environmental protection can be demonstrated by
the ISO 14001 Environmental Management System certification obtained.

For further information about the environmental and social performance of
the Group for this financial year, please refer to the second Environmental,
Social, and Governance Report set out on pages 29 to 41 of this Annual
Report.

B 7% 12353 COMPLIANCE WITH LAWS AND REGULATIONS

ARBERSHESEMAL  MEZHFETEH
ZFrE® e Bt c AARAETHEREREL
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Bl EREHET  HATARETBEREX
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The Company is incorporated in the Cayman Islands and its securities are
listed on the Stock Exchange of Hong Kong. Hence, the Company is subject
to the applicable laws and regulations of the Cayman Islands and Hong
Kong. The Group's operations are mainly carried out by the Company's
subsidiaries in the PRC and therefore have to comply with the relevant PRC
laws and regulations. The management is not aware of any non-
compliance of any of the above relevant laws and regulations by the Group
that would have a significant impact on the Group during the year ended
31 December 2017 and up to the date of this report.
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The management of the Group reviewed all aspects of the Group's
corporate strategies, including those relating to the market, operation and
finance, from time to time. Below are the principal risks and uncertainties
that the Group faces and the measures that the management has taken to
manage such risks and uncertainties.

Franchise-related Risks

Risks

The Group’s franchise business in the PRC is subject to the terms of the
franchise agreements with the related franchisors. The Group’s operation
and business will be materially and adversely affected in the event that any
or all of the franchise agreements are terminated or could not be renewed.

Measures to manage the risks

The Group's major franchise agreements for its existing franchise regions
have remaining terms (including automatically renewable terms under the
relevant franchise agreements) of no less than approximately 13 years in
general. The Group has assigned staff to observe the requirements under
the relevant franchise agreements. In addition, the Group has constant
dialogues and maintained good business relationships with the relevant
franchisors.

Risk of Outbreak of Food-borne Diseases

Risks

As a catering service provider, the Group has to rely on its suppliers for
food ingredients. In the event that there is any outbreak of food-borne
diseases, the supply of food ingredients of the Group may be affected.

Measures to manage the risks

It is the Group’s policy that there should be more than one supplier,
preferably from different districts or regions, for all the major and key food
ingredients. In addition, the Group maintains adequate stock for its food
ingredients so as to allow time to source new suppliers in case suppliers
from one specific region are affected by any outbreak of food-borne
diseases.
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Food Contamination Risk

Risks

The Group's business is susceptible to the risk of food contamination. In
the event that there is food contamination in the Group and the instance is
reported in the media, the business of the Group would be negatively
affected.

Measures to manage the risks

Food safety is of utmost importance to a catering service provider. The
Group has a stringent internal control in place in identifying and
monitoring food ingredient suppliers on a continual basis. There are also
internal food safety and hygiene policies and standard for the food
handling staff to follow. The Group also has quality control teams to inspect
its stores and distribution centres on a regular and rotational basis.
Identified weaknesses will be reported and corrected as soon as possible.

Exchange Control Risks

Risks

As the Group's business and operation are basically in the PRC, the revenue
and expenses are principally denominated in Renminbi. Payments of
expenses and dividends in Hong Kong have to depend on dividends and
other income and fund remittances from the Group’s PRC operating
companies. In case there are any restrictions of fund remittance by the
relevant PRC government authorities in future, the ability of the Group to
settle its Hong Kong debts and payables and declare dividends in Hong
Kong will be adversely affected.

Measures to manage the risks

The Group has retained funds in Hong Kong to meet the payment needs in
Hong Kong within a reasonable period of time. In addition, the Group has
maintained good relationship with banking institutions in Hong Kong
which have provided the Group with banking facilities to meet the cash
needs of the Group's Hong Kong head office, where necessary.
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PRC Economic, Political and Legal Risk

Risks

The Group’s business operations are conducted in the PRC and all of its
sales are made in the PRC. The Group's business, financial condition, results
of operations and prospects are therefore significantly affected by
economic, political and legal developments in the PRC. The PRC economy
differs from the economies of most developed countries in many respects,
including the degree of government involvement, the level of
development, the growth rate and the allocation of resources. The PRC
government may implement various measures to encourage economic
growth and guide the allocation of resources. Some of these measures
may benefit the overall PRC economy, but may also have a negative effect
on the Group.

Measures to manage the risks

Business operations are always subject to the laws and regulations and the
ups and downs of the economy of the places where they are in. Almost all
of the Group's staff engaged in the Group’s PRC business operations are
PRC nationals who are familiar with the economic and political
environment in the PRC. In addition, the Group has a designated team of
staff responsible for monitoring the economic, social and political
development in the PRC with an aim to enable the Group to prepare itself
and make necessary adjustments to its business strategies ahead as far as
possible. Furthermore, the management would not rule out any possibility
of considering opportunities to invest in non-PRC businesses that would
bring steady long-term growth to the Group to diversify the concentration
risks.
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Catering Industry Development Trends in 2018

Despite the difficulties and challenges it faces, the catering industry in the
PRC has reasons for expecting growth. First of all, bolstered by the rapidly
developing Chinese economy, particularly its tourism industry, mass
catering in rigid demand is expected to maintain steady growth and
remain the greatest driving force of overall recovery of the industry. The
social and industrial status of QSR is established, hence it is assuming a
bigger role in the economic system and will continue to be a major
platform powering development of the modern catering industry. The
020 operating model continues to evolve and gathers momentum thanks
to the continuously rising demand for food delivery service. Secondly, in
terms of government policies, the Mainland China government introduced
a series of policies to overtly encourage development of branded catering,
mass catering and catering chains, and branded catering chains in
particular, with the intention of building a catering service system that can
satisfy multi-layered and diversified consumption needs. Thirdly, in terms of
taxation, with business tax being replaced by value-added tax in China, the
majority of catering enterprises will continue to benefit from the resulting
tax payment cut. Fourthly, in terms of technological development, by
employing tools such as big data, artificial intelligence and mobile payment
technologies, catering enterprises can now accurately identify customers’
individual needs and carry out targeted marketing to effectively improve
efficiency and production and service quality. All these factors are
favourable to the development of China’s catering industry. Lastly, the
push for Beijing-Tianjin-Hebei integration of the Chinese government is
presenting development opportunities unprecedented to the Group’s QSR
business, because Tianjin and Hebei are the major sales territories of the
business. The business has much room to grow in the two places.

China’s catering industry will focus on developing QSRs, group catering,
casual catering and simple dining in 2018. In addition, QSR brand and chain
development will be the main endeavour of the catering industry in the
future. Against the backdrop of customers having ever higher expectations
of a dining environment and dining experience, major restaurant chains
that enjoy high brand awareness, boast advanced management concepts
and solid management experiences will stand prime in achieving ongoing
growth on their brand names and scale advantages. The Group has
confidence in the long-term development of QSRs in the country.
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Future Development Strategy

Stores of a catering enterprise play a key role in helping the enterprise
provide high-quality products and services to consumers. They are where
consumption happens. Those good in-store consumer experiences in
complement with online sales promotion will boost overall sales. In 2018,
the Group will continue with its store upgrade strategy. It will enhance
service quality and the image of its brands, optimise and upgrade products,
and increase customer satisfaction through technologies and precise
service marketing. By rebuilding store images and optimising management
of customer touch points, the Group expects to see an upgraded brand
image. The Group will also leverage big data to understand customers’
needs and help it continuously revamp and upgrade different product
lines, thereby strengthening the competitiveness of its products.

Talent is another element critical to the success of an enterprise’s
operation. In 2018, the Group will continue to reform its organisational
structure and system to enthrall, motivate and stimulate the creativity of
employees, and strive to improve execution and management efficiency,
as well as its market competitiveness. The human resources measures used
by the Group primarily include: continuing to implement the virtual
partnership scheme, with the aim of improving overall efficiency of the
operational teams; continuing to implement the network sharing system,
so as to improve the efficiency of each business unit of the Group; and
implementing internal entrepreneurship mechanism to unearth resources
and bring out the strengths of all parties in the Group.

Building a customer-centric operational mode, fostering long-term, stable
and close relationship and mutual trust with customers, implementing
targeted marketing, enhancing customer satisfaction and thereby
strengthening profitability make up the Group's overall strategy for 2018.
The Group will provide personalised products and services to customers
via building and application of a CRM system, that can help it strengthen
profitability and competitive advantages.
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On behalf of the Group, I would like to thank all of our customers, suppliers,
business associates and bankers for their unwavering support. | wish to also
express my gratitude to members of our management team and staff for
their diligence and perseverance during the past year.

On behalf of the Board

HUNG MING KEI, MARVIN
Chief Executive Officer

Hong Kong

27 March 2018
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This Environmental, Social and Governance Report (“ESG Report”) has been
prepared in accordance with the Environmental, Social and Governance
Reporting Guide (the “Guide”) set out in Appendix 27 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), covering the Group's performance in terms
of stakeholder engagement, environmental protection, care for employees,
operating practices and community from 1 January to 31 December 2017.

The Group prepared the report according to the four major principles:
materiality, quantitative, balance and consistency as required by the Guide.
The Group publishes its ESG Report annually to disclose the performance
of Environmental, Social and Governance, on the basis of which the Group
will make continued improvement to the management of environmental,
social and governance aspects.

Identification and Communication with Stakeholders
The Group has a diverse mix of stakeholders of which many of them are
customers and employees. We have identified stakeholders crucial to the
Group, including customers, employees, governments, shareholders and
investors, suppliers, community organisations, business associations and
media, and collected their comments through different channels, like
documents of policy, questionnaires, and service hotlines.

In preparing this ESG Report and to understand the expectation of different
stakeholders on the report contents and allow them to comment on the
Group's ESG performance, the Group has engaged an independent third-
party consultant to host communications with stakeholders in the form of
face-to-face communication, telephone interviews, questionnaires and on-
site visits on an ongoing basis. This can make sure we have fair
communication with our stakeholders, so that the main contents of the
report could be decided, and the Group's future policies and guidelines
could be developed therefrom.

The ESG Report covers a wide range of aspects. The Group needs to
identify aspects of relevance to form its base for disclosing its management
of sustainable development and information. In 2016, the Group engaged
an independent third-party consultant to host communications with
stakeholders and identified the more important aspects. In the year ended
31 December 2017, the Group's business and operating environment was
similar to that of the previous year and after a review by the third-party
consultant, the Group has defined the scope of disclosures in this ESG
Report and the coming year's direction of preparing the ESG Report.
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Environmental Protection

The Group has been persistent in carrying out its business with strict
adherence to its motto — “Quality with Conscience”. In addition to food
quality, we also pay attention to the impact of our daily operational
activities on the environment. The Group has formulated an environmental
management system and the Group is the first ISO14001 certified entity
among all peers in the food and beverage industry in the PRC, for the
purpose of complying with local environmental law and defining the
environmental protection responsibility of each reporting unit.

Emissions

Air Emissions

As a QSR chain operator, we inevitably use fuels in cooking which results in
giving out smoke. In the PRC, the Group is required to comply and has
complied with relevant laws and regulations that have a significant impact
relating to air emissions. To minimize the impact of smoke on the
surrounding environment, the Group strictly monitors the efficiency of the
smoke exhaust equipments installed at our restaurants. Qualified smoke
purification devices complying with the relevant local environmental
standards are installed as well. In 2017, the Group started another cycle of
installation of the smoke purification devices to the Yoshinoya stores in
Beijing. To maximize the service life of these devices, our Operation
Department has devised a set of servicing and maintenance plans,
including cleaning the smoke purification devices regularly, arranging
regular maintenance of the devices and conducting cleaning reports. In
this way, compliance with local regulations by our stores and freshness of
the air around the stores can be assured.

Waste Management

All chain stores, food processing centers and offices generate different
wastes during their daily operations, which can be broadly classified into
hazardous waste, recyclable waste, non-recyclable waste and processed
meat waste. These may have various degrees of impact on the
environment during the production, transit and disposal process of
different materials. In the PRC, the Group is required to comply and has
complied with relevant laws and regulations that have a significant impact
relating to generation of hazardous and non-hazardous waste. For this
reason, the Group tries its best to dispose of different types of wastes at
different operating areas properly. In this way, we not only increase the
recycling rate, but also minimize the hygienic problem brought by wastes.
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Environmental Protection (Continued)

Emissions (Continued)

Waste Management (Continued)

The Group handles other wastes carefully, and recycles any useful materials
wherever possible. The food processing center of the Group handles a lot
of food each day. When it comes to meat, the Group controls finished
products rigorously so as to minimise the generation of debris and
wastage. In addition to food, the Group also collects statistical data and
monitors the production of wastes in the stores. Since the mid 2017, we
have collected and classified the wastes into recyclable waste and non-
recyclable waste, and passed it to the professional third parties waste
handlers to handle. The Group also collects and centralizes reusable parts,
plastic containers, cartons, packaging paper and waste paper to minimize
the production of wastes.

During the operations, while the Group uses no hazardous chemical, it
produces limited amount of fluorescent lamp and accumulator wastes that
have been categorised as hazardous wastes by the local government. All
hazardous wastes are collected by designated persons at designated
places so as to avoid mishandling by other staff, which may cause
environmental pollution and endanger the health.

Carbon Audit

As a responsible corporate citizen, the Group tries its best to minimize the
environmental impact of its operations and in particular spares no effort in
reducing its carbon footprint. For this purpose, the Group has started to
understand its carbon emission patterns and map out pertinent
improvement measures.

In the PRC, the Group is required to comply and has complied with relevant
laws and regulations that have a significant impact relating to greenhouse
gas emissions.

The Group engages a third-party professional organization to carry out a
carbon audit and measure the emission intensity of each unit during the
reporting year. For its stores operation, carbon emissions mainly come from
natural gas consumption by stove and electricity consumption by other
cookers and lights. After detailed analysis of the carbon emission data, the
Group put in place different emission reduction measures, including
strengthening the monitoring of energy consumption during peak and off-
peak hours of business. In the future, the Group will maintain on-going
detection of carbon emission data at all carbon-emitting places and
develop different emission reduction policies from year to year.
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Environmental Protection (Continued)
Emissions (Continued)
Carbon Audit (Continued)

Greenhouse gas emissions 39,881 1CO,
Greenhouse gas emission intensity 181CO, /Revenue

(Million HKD)
Food Residue production volume 4,887 Tonnes
Waste cooking oil production volume 750 Tonnes
Paper waste production volume 900 Kg
Paper waste recycling volume 40 Kg
Metal waste production volume 8Kg

Resources Consumption

Energy consumption

Energy consumption is closely related to carbon emissions. The Group
reviews the emission data by periods at stores every year and sets targets
for the energy consumption to monitor the power consumption. A set of
energy-saving measures have been put into effect at all stores to meet the
targets. To consume energy efficiently, the Company has worked out
schedules of start and shut-down time on different kinds of energy-
consuming equipments, such as lights and air-conditioners, for the stores,
which will be followed by the stores. When actual consumption deviates
from our planned consumptions significantly, the Operation Department
of the Company would investigate into the causes of such deviation and
make adjustment, where necessary. Besides the schedule, our stores use
zoned lighting systems which allow the stores to power on or off in
different zones as needed. In addition, cooking devices will also be
switched on by reference to customer traffic. The Group also tries to use
equipments with higher energy efficiency, to save energy. Starting from
2017, the Group has been gradually replacing the lighting systems at stores
by LED. By carrying out a series of energy-saving measures, our stores have
been able to maximise energy efficiency and minimize carbon footprint.

Water Resource Consumption

The Group uses our precious water resource with great care. During the
daily operations, stores use water for washing raw materials, preparation of
food, and cleaning the stores. The Group keeps a close eye on water
consumption by stores. Based on water consumption in previous year,
Operation Department develops an annual plan at the beginning of each
year. They check the water consumption at the end of each month, analyse
the process which have high unexpected usage of water, and come up
with improvement measures. Malfunction equipment is usually one of the
causes for wastage of water. Hence, the Company will carry out regular
check and timely repair to water-consuming equipments according to the
maintenance plan. In order to reduce the water consumption, water saving
is one of our important considerations when we purchase new
equipments.
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Environmental Protection (Continued)

Resources Consumption (Continued)

Water Resource Consumption (Continued)

During the reporting period, the Group did not encounter any issue in
sourcing water that is fit for purpose.

Total Energy consumption 61,070 MWh
Total Energy consumption intensity 28 MWh/Revenue

(Million HKD)
Electricity consumption 59,166 MWh
Electricity consumption intensity 27 MWh/Revenue

(Million HKD)
Natural gas consumption 132,674 m?
Towngas consumption 96,414 m?
Gasoline consumption 2.7 Tonnes
Diesel consumption 0.1 Tonnes
Water consumption 423,764 m?
Water consumption intensity 191 m3/Revenue

(Million HKD)
Bottled water consumption 457 m?
Packaging material consumption 422 Tonnes

Care for Employees

Due to the nature of the food and beverage industry, employees closely
interact with our customers. Our employees play an important role in
driving our business growth and shaping our company image. Hence, the
Group treasures every talent and is eager to provide the best working
environment and create the opportunities for self-development to every
employee and grow with them.

Employment

Employee Conditions and Benefits

The Group is aware that employees are the cornerstone of the Company’s
business and future development and therefore attract and retain top-
notch talents by providing them with people-oriented employee benefits
and policies.

In the PRC, the Group is subject to relevant laws and regulations that have
a significant impact relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare.
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Care for Employees (Continued)

Employment (Continued)

Employee Conditions and Benefits (Continued)

The Group purchases social insurance for our employees as required by the
local government where we operate. Our employees also enjoy statutory
holidays, including breastfeeding leave and paternity leave for male
employees. Moreover, the Group also provides a wide range of other
benefits to retain the employees, such as discounted meals, special
allowances for those who work in high-temperature area in summer or in
low temperature freezers. To ensure employees are not assigned with
workload that is intolerable to them and to protect juveniles, the Group
prohibits the hiring of any person aged below 18.

The Group believes that interesting pastimes can help relieve the stress of
employees and unite the team together. The Group designs a wide range
of activities for employees care plan. The activities carried out by the Group
in 2017 included, providing free meals for disabled and senior staff, and
holding Outward Bound activities and film shows.

Equal Opportunity, Diversity and Anti-Discrimination

The Group is committed to creating an equal working environment. A set
of assessment procedures have been formulated, which allows all store
employees to have equal promotion opportunity. A set of key performance
indicators (the “KPIs") have been designed to assess the performance of
every employee comprehensively and fairly. Under the performance
assessment framework, managers-in-charge can measure employee
performance against the KPIs and determine who should be promoted.

We oppose any form of discrimination. Employment opportunities should
not be affected by the applicant’s disability. The Group has fulfilled its anti-
discrimination commitments by deeds and has hired employees with
disabilities in certain branches. In addition, employees have been issued
with the “Notes on Employment of Persons with Disabilities” so that they
know how to cooperate with their colleagues in their daily work.
Supervisors will assign jobs that match the abilities of persons with
disabilities. The supervisors will also pay more attention to the work
condition of persons with disabilities and provide them with timely help.
Apart from these, a regular teacher will be arranged for them and will
accommodate their work schedule. The Human Resources Department will
collect personal information of persons with disabilities from the month
they join the Company, and the Company will begin to pay social
insurance for them, protecting their legitimate rights and interests and
allowing them to obtain opportunities for normal work and self-reliance.
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Care for Employees (Continued)

Employment (Continued)

Employee Communication

Effective communication is of vital importance to cater for the needs of
employees. The Group maintains various means of communications with
employees. Employee meetings are held regularly. The departments under
Supporting Office and the stores have different forms of employee
meetings every month to update them with the Company’s new policies,
procedures and news from human resources and allow team members to
learn from and exchange ideas amongst themselves. Also, there are
bulletin boards at the Stores and Supporting Office from where employees
can get the latest information from the Company and staff loyalty can be
enhanced. The Group also publishes an internal magazine, “Magazine of
Conscience” regularly. It is the joint effort of different departments of the
Group and reflects the comments from the employees. The Group also
wishes to hear from employees directly. An “employee suggestions
mailbox” has been made available for employees to raise their innovative
ideas to the Human Resources Department. The Group also requires all
store managers to talk with their staff proactively, to understand the front-
line employees’ comments on the Group’s business. These would be taken
into account in the formulation of our people-oriented human resources
policies.

Health and Safety

Employee health is a key in upkeeping the superior food and service
quality. Occupational safety is a top priority to the Group. The Group has
put into action Occupational Health and Safety Management System
Requirements promulgated by the local governments and required by
applicable laws and regulations of the relevant local governments. The
Human Resources Department provides a basic security package to
employees. In addition to providing accident insurance coverage,
employees will have body check each year so as to let them know their
health conditions.
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Care for Employees (Continued)

Health and Safety (Continued)

Work environment is vital to employees’ safety. In order to ensure
compliance with relevant laws and regulations that have a significant
impact relating to providing a safe working environment and protecting
employees from occupational hazards, the Group develops and
implements regularly plans for purchasing work safety protective
equipments (WSPE), to assure that sufficient and proper WSPE are available
to employees in the workplace. Moreover, the Group pays particular
attention to safety black-spots in the workplace. A Hazard Analysis Critical
Control Point (HACCP) group has been formed to monitor the production
environment and address any safety hazard on a regular basis, and to
minimise the incidence of glass burst, external effluent seepage and any
other hazards.

The Company understands that prevention is better than cure. The
Company has designed a whole set of occupational safety training
programs, including occupational health and safety management
requirements, occupational disease prevention, HACCP program. Every
employee must pass the exams after completing the required trainings so
as to ensure that they have the required knowledge of occupational health
and safety.

Employee Development

The Company provides trainings in diversified forms for employees at
different levels to receive a wide range of tailored on the job education and
trainings to strengthen their business operating skill. To ensure the
effectiveness of the training programs so that our customers are provided
with quality services, trainees are required to meet the standards within a
specified period of time.

The Group attaches great importance to employees’ awareness of food
safety. Therefore, we focus on professional training in the past year. We
held the food safety supervisor course and conducted training for food
safety supervisors in stores. A total of 316 people participated in the course.
Our Quality Control Department conducted food safety improvement
activities in each of the quarters in 2017.
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Operating Practices

Food is closely related to citizens’ health. Quality is the most important
factor to achieve sustainable growth of a QSR business and build a
trustworthy commercial brand. We attach greater importance to food
safety and nutrition than to speed and low price. With stringent rules on
our purchase of raw materials, transportation and food preparation process,
our customers can feel at ease when enjoying our food.

Supply Chain Management

Procurement Policy

Supplier is the first control point on food quality and safety management
of the Group. Apart from taste, we need to ensure all the raw materials are
safe. The Group maintains a rigorous supplier selection mechanism, with
indicators such as supply time and origin, and safety system to select the
suppliers by reviewing the relevant documents and records and carrying
out site visits. All materials are supplied from designated places and we
would choose the leading companies of each sector as our partners, where
appropriate. We use environmental performance as one of the criteria, and
select only ISO14001 certified companies and then choose suppliers with
established environmental management system. After a supplier is
selected, the Group arranges on-site inspection for reviewing their food
safety. Suppliers evaluation would be done once a year to review the
quality of their products to ensure fulfillment of the Group’s standard. To
monitor the food safety and quality from the source and ensure ingredients
are up to safety standard, raw materials purchased would be sent on a
sample basis to a third-party inspection organization for quality test.

Logistics Management

While the process of choosing suppliers is the first line of defence on
safeguarding food quality, the transportation of raw materials is also critical
to quality assurance. We have designed a set of indicators for the
measurement of quality of raw materials in transit, for example, hygiene
and temperature of trucks and storage. Only qualified products can be
sold. Meanwhile, our logistics centre has an in-house laboratory for detailed
testing of raw materials. Following proper logistics management, all food
materials delivered to stores are of good quality and are prevented from
food safety incidents caused by food material spoilage.
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Operating Practices (Continued)

Quality of Products and Services

Food Safety

Food can provide nutrients, but as an old saying goes, a closed mouth
catches no flies. Eating insanitary or improperly treated food may give rise
to serious health problems. We aim at zero incidences of critical food safety
accident and building a brand of food and beverage which can be trusted
by our customers. The Company has sound food safety system with
rigorous internal control, external control and quality handbooks. The
Group is subject to and has complied with relevant laws and regulations
that have a significant impact relating to customer health and safety in the
PRC.

We are I1SO 22000 and HACCP certified in food production management.
Food safety management involves many aspects. While we have ensured
the quality of raw materials, we also require all our equipments to be clean
and functioning properly, waste and effluent are properly disposed of, and
disinfection and pests control are done regularly in the stores. Cooking
procedures determine food safety and taste. We have prepared a detailed
standard operating procedures on all items. Employees are required to
follow our good processing practices in food preparation. In addition, they
must also meet our hygienic requirements, so that our customers may
enjoy products of consistent quality at any of our stores. To facilitate
enforcement of the above mentioned food safety policies, we have also
formed a food safety committee to carry out detailed inspections on the
safety of food preparation. Apart from the controls exercised by the supply
chain, the food safety committee also assesses raw materials, processes,
kitchen equipments and the surrounding environment, and carries out
laboratory tests on randomly picked samples, to ensure food safety with a
scientific approach.

Customer Satisfaction

Competition in the QSR sector in which the Group operates is intensive. To
become a favourite QSR brand of customers, we need to put emphasis on
our service attitude, dining environment and food quality, to assure the
best dining experience for our customers in every aspect, rather than care
solely about the speed of preparation. We carry out customer satisfaction
survey randomly every quarter, which covers a number of areas, such as
food quality, service experience, food portion and environment cleanliness.
After analyzing scores given by customers from different aspects, we
identify key areas that have rooms for improvement and take the
improvement action in the following quarter and we continuously improve
our food and service quality.
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Operating Practices (Continued)

Quality of Products and Services (Continued)

Customer Complaint and Privacy

The Group is committed to providing customers with quality products and
services and taking every customer complaint seriously. We have
formulated the “Procedures for Handling Customers’ Complaints”, which
set out the guidelines for employees to handle customers’ complaints and
ensure that each complaint is documented and followed up. If customers
have any complaints about dine-in, take-out, delivery and meal ordering,
they can voice their comments by phone, e-mail, in writing or in person at
the stores. Our customer service staff will do their best to understand and
handle the feedback after receiving the complaint and record the
complaint in detail. The complaint processing records will be used for
annual analysis and feedback to continuously optimize our products and
services.

At the same time, we vigorously protect customers’ personal privacy and
prohibit employees from disclosing customer data and membership data.
We have formulated the “Regulations on the Management of Information
Security” according to the provisions of relevant laws and regulations. We
have disciplinary measures detailed in our employee handbook prohibiting
employees from disclosing customers’ personal data without the written
consent of the Company. Any employee who copies, keeps, or removes
confidential documents without the Company’s consent will be subject to
disciplinary actions.

Anti-Corruption and Code of Conduct

The Group pursues “Quality with Conscience”. While product and service
quality is indeed something we work hard for, the Group also cares about
business ethics by complying with relevant laws and regulations that have
a significant impact relating to bribery, extortion, fraud and money
laundering. Every employee is required to abide by the Code of Conduct
and good practices set forth by the Group. The Group explicitly requires
every employee to abide by the laws of the PRC. Accepting any gift from
any supplier or customer by any employees in the name of the Company
in any form or by any means is forbidden. The anti-corruption policy of the
Group has proven to be of positive effect. No legal case regarding corrupt
practices happened within the Group last year. The Group has put in place
whistle-blowing procedures. Any employee may report any illegal, immoral
practice or any act in breach of the Code of Conduct to his or her
immediate head or the Internal Audit Department. The whistleblower will
be protected. Investigation will be made and the case will be followed up.
In this way, we could create a fair business environment.
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Community

Community Activities

Our business is based on the community and we have established a large
business network in areas where we operate to integrate into the lives of
local residents with quality food. Apart from the expansion of catering
business, we are also concerned about the interests of the people in the
areas where we operate. The Group pays attention to the needs of the
disadvantaged communities living in the areas where we operate and
recruits persons with disabilities to join our service team. In addition, the
Group also assists in holding public welfare activities and pays special
attention to education and cultural exchange activities which we
encourage employees to participate. The Company has also been widely
recognized by the society for its community investment and was awarded
the “Corporate Social Responsibility Award” by “Internet +" Youth
Development Conference Organizing Committee in 2017.

Catering business requires a large number of employees who cook food
and serve guests. We can create jobs in the area and enable local residents
to work near their place of residence. Furthermore, we also employ persons
with disabilities. Even though persons with disabilities are often at a weak
position in the workplace, they have the same ability to work as the general
public. We take a vote of confidence in the persons with disabilities,
allowing them entry to the community.

The Group is concerned about the future development of the community
and fully understand that education has a decisive influence on the
development of the next generation of the community. The Group
specifically organizes community activities related to education, including
cultural exchange activities for students in Beijing and Hong Kong. We
continued to hold the “2017 Beijing-Hong Kong Outstanding Students”
activities in 2017. Through online recruitment and multiple rounds of
selection, certain outstanding youth representatives were selected to
attend cultural exchange activities in Beijing and Hong Kong. During the
summer vacation, the Group arranged for 76 youths in Hong Kong to
engage in intern work in Beijing lasting from two weeks to one and a half
months. In addition to understanding the office culture in the Mainland
during the internship, all interns visited the Great Wall, the Forbidden City,
the National Museum and other places of interest accompanied by
students from Beijing. Students from both places could take this
opportunity to get to know each other. On the other hand, under the
arrangement of the Group, a group of selected outstanding students from
Beijing also went to Hong Kong to visit and study in Hong Kong Police
Station, Hong Kong University, the Immigration Department and other
places, and attended public welfare activities in nursing homes. The Group
believes that cultural exchange can build a bridge of friendship between
the students of the two places and provide participants with development
opportunities under the increasingly frequent business activities in Hong
Kong and the PRC.
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Community (Continued)

Community Activities (Continued)

Apart from promoting cultural exchange between the two places, the
Group also cares about the needs of Hong Kong students studying in
Beijing. In 2017, the Group organized a series of activities for students in
Beijing, including the Hong Kong Student Games, Campus Culture Festival
for students both in Hongkong and Beijing, and the Hailball Experience
Activity. The events received positive responses and attracted more than
200 Hong Kong students. Diversified activities not only allow participants
to experience new things, but also provide a communication platform for
them, which will help them in developing and starting businesses in
Beijing in the future. During the summer vacation, we organized training
programs of “Training Young Leaders” and “Continuing the Spirit of
Outstanding Students in Hong Kong". The project allows young people to
participate in a series of group activities to develop their team spirit and
leadership capacity. In addition, the Group anticipates that exchange
between Hong Kong and the Mainland will become increasingly frequent
in the future. Bringing Hong Kong students to North China for exchange
can promote cultural exchange between the two places. It can also serve
as a starting point for young people interested in the development in the
Mainland. During the year, the Group organized several activities for Hong
Kong students in Beijing with a total of 300 participants. Through different
youth training programs and exchange activities, the Group brings
different cultural stimulus to young people, develops their potential and
helps the society cultivate talents.
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Corporate Governance Practices

The Company is committed to maintaining a high standard of corporate
governance practices and procedures. The Company complied with the
code provisions (“CP") of the Corporate Governance Code (the “CG Code”)
as set out in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) during
the financial year ended 31 December 2017.

The principles as set out in the CG Code have been adopted into our
corporate governance practices. To ensure strict compliance with the latest
CG Code, the Board will (a) review and regularly update the corporate
governance policies and practices of the Company; (b) review and oversee
the continuous training of the directors and the senior management; (c)
examine and monitor the compliance and disclosure of legal and
regulatory requirements; (d) develop, review and monitor the code of
conduct and compliance manual (if any) applicable to employees and
directors; and (e) review the Company’s compliance with the code and
disclosure in the “Corporate Governance Report”.

Business Model and Strategy

The Board directs the Group's development of business model and
strategy, and the management of the Company manages the
implementation of strategy and business, follow up on the implementation
status and report back to the Board from time to time. Details of the
Group's business and financial review for the year 2017 are set out in the
“Management Discussion and Analysis” section of this Annual Report.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of
the Listing Rules as its code of conduct of dealings in securities of the
Company by the directors. The Model Code also applies to “relevant
employees” as defined in the CG Code.

Based on specific enquiry of the Company’s directors, the directors
confirmed that they complied with the required standards in the Model
Code adopted by the Company throughout the financial year ended 31
December 2017.
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Board of Directors

Up to the date of publication of this Annual Report, the Board comprised of
seven directors, including four independent non-executive directors, being
Mr. Seto Gin Chung, John (Chairman), Mr. Sze Tsai To, Robert, Hon. Shek Lai
Him, Abraham, GBS, JP and Mr. Wan Sai Cheong, Joseph; one non-executive
director, being Ms. Lam Fung Ming, Tammy and two executive directors,
being Mr. Hung Ming Kei, Marvin (Chief Executive Officer) and Mr. Wong
Kwok Ying. Biographical details of these directors which include
relationship among themselves are set out under “Directors’ Biographies”
on pages 55 to 59 of this Annual Report.

The Board has adopted a board diversity policy (the “Board Diversity
Policy”). The Company recognises the importance and benefit of having a
diverse Board that fits its own business model and specific needs in order
to achieve its corporate goals and strategies. The Company also sees
diversity at the Board level as an essential element in maintaining a
competitive advantage.

The Company aims to ensure that Board appointments will be made on
the basis of a range of diversity factors including but not limited to age,
gender, culture and educational background, professional experience, skill
and knowledge. Selection of candidates to join the Board will be in part
dependent on the pool of available candidates with the necessary skills,
knowledge and experience. The ultimate decision will be based on merit
and the contribution the chosen candidate will bring to the Board, having
regard to the benefits of diversity on the Board.

The Board accepts that it is ultimately accountable and responsible for the
performance and affairs of the Company. Although the Board bears overall
responsibility for the Company, the management of the Company
(including the executive directors) is the custodian and administrator of the
day-to-day operation of the Company.

The Company has received a written annual confirmation of independence
from each of all independent non-executive directors and considers them
to be independent under Rule 3.13 of the Listing Rules.

The Board will meet at least four times a year and on other occasions when
a Board decision is required on a major issue. Directors may participate in
meeting via telephone or video-conferencing link. Board consents are
given by vote at board meetings and supplemented via circulation of
written resolutions between board meetings.

During the year, there were five full board meetings (including those with
voting by communication) and four full board circulations. Individual
attendance records for full board meetings of the Company are set out on
page 51 of this Annual Report.
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Board of Directors (Continued)

Directors understand their respective responsibilities as a director towards
the conduct and business activities of the Company. To this end, the
Company is responsible for arranging and funding appropriate training
and activities to all directors as and when necessary. All directors have
provided their training records for the year under review to the company
secretary. A summary of training received by directors during the year
according to the records provided by our directors is as follows:

Summary of Directors’ Training Records in 2017

BIED (BREER -
BEEAS MEEnR
g BER R
BIFEMERARE 2 )
Training activities
including meetings,
seminars/talks held by
professions/organizations
and/or reading materials

EENR Name of Director on relevant topics
BN ITEE Independent Non-Executive Directors
AIEIRA Seto Gin Chung, John v
$ER Sze Tsai To, Robert 4
AEHR Shek Lai Him, Abraham 4
= Wan Sai Cheong, Joseph v/
HHITESE Non-Executive Director
N Lam Fung Ming, Tammy v/
HITEFE Executive Directors
LR R Hung Ming Kei, Marvin v/
HE R Wong Kwok Ying v/
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Chairman and Chief Executive Officer
The roles of the Chairman and Chief Executive Officer are separated and
not performed by the same individual.

The Chairman’s principal responsibility is to ensure effective running of the
Board, enabling the Board as a whole to play a full and constructive part in
the development and determination of the Group’s business model,
strategies and overall commercial objectives. The Chief Executive Officer is
responsible for the overall day-to-day management of the Group’s
businesses and achieving the business model, strategies and commercial
objectives agreed by the Board.

The Chairman of the Company is Mr. Seto Gin Chung, John, an
independent non-executive director of the Company, and the Chief
Executive Officer is Mr. Hung Ming Kei, Marvin.

Non-Executive Directors’ Term of Office

The non-executive directors of the Company are appointed for specific
terms, subject to retirement and re-election in accordance with the
provisions of the amended and restated memorandum and articles of
association of the Company.

Directors’ Emoluments
Details of the emoluments of the directors on a named basis are set out in
note 8 to the financial statements.

Remuneration Committee

The remuneration committee of the Company was established with a
particular responsibility to review the Company’s remuneration policy for
directors and members of the senior management. For details of the role
and function of the committee, please refer to its terms of reference which
align with the CP of the CG Code and have been posted on the websites of
both the Hong Kong Exchange and Clearing Limited ("HKEx") and the
Company.

The remuneration committee is comprised of Mr. Sze Tsai To, Robert
(chairman of the committee), Mr. Seto Gin Chung, John (chairman of the
Company), and Hon. Shek Lai Him, Abraham, GBs, JP, all of them are
independent non-executive directors of the Company. Individual
attendance records for the remuneration committee meetings are set out
on page 51 of this Annual Report.
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Remuneration Committee (Continued)

During the year and up to the date of this Annual Report, the duties of the
committee included (i) reviewing and recommending remuneration
proposal in relation to the executive directors; (i) making recommendation
to the Board on the fee of the non-executive directors and the chief
executive officer of the Group; (iii) making recommendation to the Board
on the proposal to grant share options; and (iv) making recommendation
to the Board on the change of directors’ fee to the chairman of the audit
committee.

The directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are reviewed by the remuneration
committee with reference to the directors’ duties, responsibilities and
performance and the results of the Group. Information relating to the
remuneration of each director for 2017 is set out in note 8 to the financial
statements.

Nomination Committee

The Company has established a nomination committee with a particular
responsibility to review the Board's structure, size and composition and to
make recommendation to the Board on the selection, appointment and
re-appointment of directors of the Company having given adequate
consideration to the Board Diversity Policy. For details of the role and
function of the committee, please refer to its terms of reference which
align with the CP of the CG Code and have been posted on the websites of
the HKEx and the Company.

The nomination committee is comprised of Mr. Seto Gin Chung, John
(chairman of the committee and chairman of the Company) and Hon. Shek
Lai Him, Abraham, GBS, Jp, both of them are independent non-executive
directors of the Company and Mr. Hung Ming Kei, Marvin, an executive
director and the chief executive officer of the Company. Individual
attendance records for the nomination committee meetings are set out on
page 51 of this Annual Report.

During the year, the duties of the committee included (i) reviewing the
Board structure, size and composition; (ii) assessing the independence of
independent non-executive directors; (i) making recommendation to the
Board on re-appointment of directors; and (iv) making recommendation to
the Board on the change of chairmen of the remuneration committee and
audit committee and change of members of the audit committee.



BEEEZRERAF
HOP HING GROUP HOLDINGS LIMITED

TEERRE

Corporate Governance Report

BEREES

ARAERUBERZES  HBREHERCRE
ATRIZ TG B BBk RERAEE
ZHHHmERFREREERAEE - BHAE
REEERERIEZFBAISHARERE
HEMZRERTRZ TR -8 AEEHRN
BT R DA 2 AL -

BEVZESRMATSRE(REEER) Al
RPEE(RARRER) BLBRELE - REAR
ARBBILFATES - ERZEGETRAER
HENEXRMBERLRER BRRESTHEN
BAALFCEENAFREREFSTH

T EHFE BERZEENRESR ()HEE
BEENASERANGENRED - WpiE
% EREBEABEERSTALMBEREFE
HFEETHR  BREHNAKREEEZE T X
FTZA=T-"BUEFENKBEZUBRE : ()
BEHARE T FNEXE  (WHEHZ
EHINBZBEAEFTSFELER  RvEHER
“E—FRAZTHIERNEANT RS - B
EFE ARABRZECEN T AREERE "
Z—tF+A=+—BILFENIBRE -

BREEN &

RZTE—tF  RAEEZERISES QT
EZBME ke MESMZERGLAEK
2,500,0007C ° LK EETEN E AT I A AN SR E 4R 14
IEZERTS - BRAEE1,1790007T - KEE 2
IZEREETEREFHER BR  Hg kT
SATRE 2 AR RS R HABBRTS -

Audit Committee

The Company has established an audit committee with terms of reference
aligned with the CP of the CG Code for the purpose of reviewing and
providing supervision over the Group’s financial reporting process and risk
management and internal controls. For details of the role and function of
the committee, please refer to its terms of reference which align with the
CP of the CG Code and have also been posted on the websites of both the
HKEx and the Company.

The audit committee is comprised of Mr. Wan Sai Cheong, Joseph
(chairman of the committee), Mr. Seto Gin Chung, John (chairman of the
Company) and Mr. Sze Tsai To, Robert, all of them are independent non-
executive directors of the Company. The chairman of the audit committee
has the required appropriate professional financial qualifications and
experience. Individual attendance records for audit committee meetings
are set out on page 51 of this Annual Report.

In 2017, the duties of the audit committee included (i) reviewing with the
management the accounting principles and practices adopted by the
Group and discussing with them auditing, risk management and internal
control systems and financial reporting matters including review of the
Group's audited financial statements for the year ended 31 December
2016; (ii) reviewing the audit plan of the Group for 2017; (iii) making
recommendation to the Board on the re-appointment of external auditors;
and (iv) reviewing interim report for the six months ended 30 June 2017.
Subsequent to the year end, the audit committee of the Company
reviewed the Group's financial statements for the year ended 31 December
2017.

Auditor’'s Remuneration

During 2017, the fees payable to Ernst & Young, the Company’s external
auditor, for the Group's audit services amounted to HK$2,500,000. Ernst &
Young also provided the Group with non-audit services amounted to
HK$1,179,000. The non-audit services during the year mainly included
interim review, advisory services on Environmental, Social and Governance
reporting and other services.
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Financial Reporting

The directors acknowledge their responsibility to prepare financial
statements for each financial year which give a true and fair view in
accordance with Hong Kong Financial Reporting Standards. As at 31
December 2017, the directors were not aware of any material uncertainties
relating to events or conditions which might cast significant doubt upon
the Company's ability to continue as a going concern. Accordingly, the
financial statements of the Company for the year ended 31 December
2017 have been prepared on a going concern basis.

The responsibilities of the external auditor for the audit of the consolidated
financial statements are set out in the Independent Auditor’s Report
included in this Annual Report.

Risk Management & Internal Control

The Board performs the role of a risk committee and is responsible for
overseeing the Group's risk management and internal control systems that
are designed to facilitate effective and efficient operations and to ensure
the quality of internal and external reporting and its compliance with the
applicable laws and regulations. In devising the systems, the Group has
evaluated the nature and the extent of the risk, the likelihood of it
crystallizing and the cost of controls. The systems are designed to manage,
but not eliminate, the risk of failure to achieve business objectives and
provide reasonable but not absolute assurance against the risk of material
misstatement, fraud or losses.

In the course of the annual review, the Board had evaluated the adequacy
of resources, staff qualifications and experience, training programmes and
the budget of the Group’s accounting, internal audit and financial reporting
functions. In addition, the Board has considered the effectiveness of the
Group's processes for financial reporting and Listing Rules compliance.

The Groups' risk management and internal control systems identifies any
significant risks, evaluates the risk according to its likely impact and the
likelihood of occurrence and develops effective controls to manage or
mitigate any risks. Findings of the regular reviews of the systems are
reported to the audit committee.

The inside information policy of the Company has set out guidelines to the
Directors, officers and all relevant employees of the Group to ensure inside
information (as defined in the Listing Rules) (the “Inside Information”) of the
Group would be disseminated to the public in equal and timely manner in
accordance with applicable laws and regulations. The Company also has
Group internal notification policies and procedures for setting out
guidelines for identification and notification of Inside Information and
notifiable transactions (as defined in the Listing Rules).
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Risk Management & Internal Control (Continued)

The Board, with the assistance of its internal audit department and audit
committee, has conducted an annual review of the effectiveness of the
Group's risk management and internal control systems, as set out above, in
accordance with C.2.1 of the CG Code and considered them effective and
adequate based on the reviews performed and confirmed by the
management and the risk management and internal control review reports
produced by an independent firm of certified public accountants. Reviews
for the financial year ended 31 December 2017 did not reveal any
significant defects.

The aforesaid is an ongoing process for identifying, evaluating and
managing of significant business, financial, compliance and operational
risks specific to the Group. Relevant recommendations made by the audit
committee and the independent firm of certified public accountants who
performed reviews and report to the Board at least annually would be
considered and implemented, if appropriate, as soon as possible by the
Group to further enhance the effectiveness of its risk management and
internal control policies, procedures and practices.

Further, the Board considered the changes, since the last annual review, in
the nature and extent of significant risks to the Group and the Group's
ability to respond to such changes. Please refer to pages 24 to 26 of the
“Management Discussion and Analysis” which sets out the principal risks
and uncertainties identified by the Group’s risk management and internal
control systems.

Shareholders’ Rights

Convening an extraordinary general meeting and
putting forward proposals at general meetings

Pursuant to Article 64 of the Company’s Memorandum and Articles of
Association, one or more shareholders holding not less than one-tenth of
the paid up capital of the Company shall have the right to deposit a written
requisition to the Board, or the secretary of the Board, specifying the
requested business to be considered and, if the Board thinks fit, the Board
will proceed to convene an extraordinary general meeting (“EGM”) for the
business specified in such requisition. If within 21 days of such deposit of a
written requisition, the Board fails to proceed to convene such an EGM, the
requesting shareholder(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by him (them) as a result of
the failure of the Board shall be reimbursed to him (them) by the Company.
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Shareholders’ Rights (Continued)

Procedures for shareholders to propose a person for
election as a director

Pursuant to Article 113 of the Company’s Memorandum and Articles of
Association, shareholder may lodge a notice in writing of the intention to
propose a person for election as a director and a notice in writing by that
person of his willingness to be elected at the Company's Head Office or at
the Company's Registered Office provided that the period for lodgment of
the notices required will commence no earlier than the day after the
despatch of the notice of general meeting appointed for such election and
end no later than 7 days prior to the date of such general meeting and
where such period shall be at least 7 days.

Shareholder should note that election of a director of the Company is
subject to other relevant parts of the Company’s Memorandum and
Articles of Association, the Listing Rules, and applicable laws in Cayman
Islands and Hong Kong.

Head Office Flats E&F, 2/F, Hop Hing Building, 9 Ping Tong
Street East, Tong Yan San Tsuen, Yuen Long, New
Territories, Hong Kong

Registered Office Clifton House, 75 Fort Street, P.O. Box 1350, Grand

Cayman, KY1-1108, Cayman Islands

Sending enquiries to the Board

Shareholders may raise their enquiries to the Board at the general meetings
of the Company or may at any time send their written enquiries to the
Board by delivering it to the company secretary of the Company whose
contact details are as follows:

Hop Hing Group Holdings Limited
Flats E&F, 2/F,

Hop Hing Building

9 Ping Tong Street East,

Tong Yan San Tsuen

Yuen Long,

New Territories

Hong Kong

Tel : 852-2785 2681
Fax : 852-2786 2155
Email : ir@hophing.com
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Constitutional Documents

There was no change to the Company’s Memorandum and Articles of
Association during the year 2017. A copy of the consolidated version of the
Memorandum and Articles of Association has been posted on the websites
of both the HKEx and the Company.

Communication with Shareholders

The Board maintains an ongoing and transparent communication with all
shareholders and, in particular, will communicate with shareholders in
general meetings and encourage their participation. The Company will also
communicate with its shareholders by various other means, such as
publication of annual and interim reports, announcements, circulars and
additional information on the Group's business activities and development
on the Company’s website: http://www.hophing.com. A shareholders’
communication policy of the Company has been established and posted
on the Company’s website.

Directors’/Committee Members’ Attendance
Records in 2017

BHE/AHEZEE
Meeting attended/eligible to attend
2pEEg ENEES FMEES REZEE RRBFAE’
3] Name of Director Full Audit Remuneration Nomination Annual General
Board Committee Committee Committee Meeting*
BUNNTEE Independent Non-Executive Directors
BfERT(EESLER  SetoGin Chung, John (Chairman
EEZEBEE) of the Board and of the
nomination committee) 5/5 TERA N/A 2/2 2/2 11
EHL* Wong Yu Hong, Philip* 1/2 TR N/A TR N/A N 11
PV (HBZEEF/E)  SzeTsaiTo, Robert (Chairman of
the remuneration committee) 5/5 2/2 2/2 NEFE N/A 71
oK 8 * Cheung Wing Yui, Edward** 4/4 22 22 NEFE N/A 1/1
etk Shek Lai Him, Abraham 4/5 TEF N/A 12 12 1/1
BtE (FHZZEEEE)  Wan Sai Cheong, Joseph (Chairman
of the audiit committee) 5/5 22 TERN/A NERA N/A 1/1
HHTEE Non-Executive Director
/BB Lam Fung Ming, Tammy 4/5 TR N/A TEA N/A TEF N/A 1/1
HITEE Executive Directors
IR (77483 Hung Ming Kei, Marvin
(Chief Executive Officer) 5/5 AR N/A A N/A 22 11
HER Wong Kwok Ying 5/5 AR N/A N N/A NEFB N/A 11
* EEHAMETR T —+F XA -HEME * Dr. Wong Yu Hong, Philip retired on 2 June 2017
* RoKBEER-_E—+ENA-THBEE #* Mr. Cheung Wing Yui, Edward resigned on 25 August 2017
i KRR ZE—+FENA_HBHZ-_ZE—+FEK * 2017 annual general meeting of the Company was held on 2 June 2017

RBFXRE
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The directors of the Company (the “Directors”) are pleased to present their
report and the audited financial statements of the Company and the Group
for the year ended 31 December 2017.

Principal Activities

The principal activity of the Company is investment holding. The
subsidiaries of the Group are mainly engaged in the operation of quick
service restaurant chain business (“QSR Business”), principally selling rice
bowl under the brand name of Yoshinoya (& #72%) and ice-cream under
the brand name of Dairy Queen (k& £/7), in Northern China. Details of
the principal subsidiaries of the Group are set out in note 35 to the financial
statements.

Business Review

A review of the Group's business, a description of the principal risks and
uncertainties of the Group, the performance of the Group in the period
under review with reference to key financial performance indicators, the
particulars of important events, key relationships, the environmental
policies and performance, the compliance with laws and regulations and
indications of likely future development in the Group’s business has been
included in the "Management Discussion and Analysis” section of this
Annual Report which forms part of this report.

Results and Dividends

The Group's profits for the year ended 31 December 2017 and the Group’s
financial position at that date are set out in the financial statements on
pages 73 to 146.

Subsequent to the end of the reporting period, on 27 March 2018, the
directors recommended the payment of a final dividend of HK0.83 cent per
share for the year ended 31 December 2017 (2016: HK0.62 cent per share).
The recommended final dividend which is subject to the approval of the
Company'’s shareholders at the forthcoming annual general meeting
("AGM") to be held on 8 June 2018 will be payable to shareholders whose
names appear on the register of members of the Company at the close of
business on 15 June 2018. These financial statements do not reflect the
recommended final dividend payable.

Summary Financial Information

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on pages 147 to 148. This summary
does not form part of the audited financial statements.

Share Capital
Details of the share capital and shares issued in the year ended 31
December 2017 are set out in note 23 to the financial statements.
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Distributable Reserves
Details of the distributable reserves of the Company are set out in note 34
to the financial statements.

Purchase, Sale or Redemption of Own Listed
Securities

During the year ended 31 December 2017, the trustee of the Company’s
share award scheme (“Share Award Scheme”) adopted on 20 March 2015,
purchased on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) a total of 14,392,000 shares of the Company at a total
consideration of approximately HK$2,281,000. As the shares are held by the
trustee for the award of shares pursuant to the Share Award Scheme and
the trust deed, the shares were therefore not cancelled. Apart from the
above, neither the Company nor any of its subsidiaries had purchased, sold
or redeemed the Company’s listed securities during the year ended 31
December 2017.

Directors
The directors of the Company during the year and up to the date of this
report were:

Seto Gin Chung, John** (Chairman)

Hung Ming Kei, Marvin* (Chief Executive Officer)

Wong Yu Hong, Philip** (retired on 2 June 2017)

Sze Tsai To, Robert**

Cheung Wing Yui, Edward** (resigned on 25 August 2017)
Shek Lai Him, Abraham**

Wan Sai Cheong, Joseph**

Lam Fung Ming, Tammy*

Wong Kwok Ying*

*

Non-executive director
** Independent non-executive director
# Executive director

All directors are subject to retirement by rotation and re-election at the
AGM of the Company in accordance with the provisions of the Company’s
amended and restated memorandum and articles of association. At the
AGM, Mr. Sze Tsai To, Robert, Ms. Lam Fung Ming, Tammy and Mr. Wong
Kwok Ying will retire and, being eligible, offer themselves for re-election.
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Directors (Continued)

During the year and up to the date of this report, save for Mr. Wong Yu
Hong, Philip’s retirement with effect from 2 June 2017 and Mr. Cheung
Wing Yui, Edward'’s resignation as an independent non-executive director
of the Company with effect from 25 August 2017 due to his other
engagements which require more of his time and attention, there was no
other director of the Company tendering resignation, refusing to stand for
re-election to office, nor has the Company received any notice in writing
from any director specifying that the resignation is due to reasons relating
to the affairs of the Company.

Pursuant to Rule 3.13 of the Listing Rules on the Stock Exchange, the
Company has received a written annual confirmation of independence
from each of all independent non-executive directors confirming that they
had met the independence guidelines set out in Rule 3.13 during the year
ended 31 December 2017, and as such the Company considered them to
be independent.

Change of Information on Directors

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes and updated
information regarding the Directors of the Company since the Company’s
last published interim report and up to the date of this annual report are
set out below:

(@ Hon. Shek Lai Him, Abraham, G5sS, JP, an independent non-
executive director of the Company, has been appointed as an
independent non-executive director of the Everbright Grand China
Assets Limited as from 16 January 2018. Mr. Shek resigned as an
independent non-executive director of Midas International Holdings
Limited as from 4 p.m. on 26 January 2018.

(b)  Mr. Wan Sai Cheong, Joseph, an independent non-executive
director of the Company, has been appointed as an independent
non-executive director of A-Living Services Co., Ltd as from 9
February 2018.

(©)  Mr.Hung Ming Kei, Marvin, an executive director of the Company,
has been a member of the National Committee of the Chinese
People's Political Consultative Conference since January 2018.



SEEEZEREARAT

HOP HING GROUP HOLDINGS LIMITED

EEERE

Report of the Directors

¥ = 2 B Z Directors’ Biographies
(a) B3 IEHITEE Independent Non-Executive Directors

W BARERPEE  RFR —E-AFZA-+THHEBZEREFS IR - AIEELAER

“TERFOA-THREZAERAKEES  TAARAREZEETIR BEXZEZE
SLEFMEEGKE - WE_TTERF-ABREEIBEEEEERARNZIES - KA
PESERERBERABDRNEREERABZBIIFATES - BN - NN _FE2-F
E-FRELERMB (M BERAFZITHER - TR _ZTTFE2_TTFHI{E
EERGRBEEMBRARIZIENTESR R NNEOFE_TZTFEEMIMES
SEE YR - NMNEFE_TTTFHEBRIAEEIEZFE -BR_FT-ZF+H
THNBECE-=FAA -+ ARRBFASERTEERBEF/VNERER AR Z
FPTEERAAR_E—ZF+-_A/\HBHRRERM ETAR) - FEHEEEBRAHKX
BITHERBLEM  aEFMMEXRRBA=TH&% -

Mr. Seto Gin Chung, John, aged 69, was appointed as the Chairman of the Board on 25 March
2016. Mr. Seto has been appointed as a director of the Group since 25 April 2006 and is the
chairman of the nomination committee and a member of each of the audit committee and
remuneration committee of the Company. Mr. Seto is a director of Pacific Eagle Asset Management
Limited since January 2006. He is an independent non-executive director of China Everbright
Limited and Kowloon Development Company Limited. He was the Chief Executive Officer of HSBC
Broking Services (Asia) Limited from 1982 to 2001. He was a non-executive director of Hong Kong
Exchanges and Clearing Limited from 2000 to 2003, a council member of the Stock Exchange from
1994 to 2000 and was the first vice chairman of the Stock Exchange from 1997 to 2000. He had
been a non-executive director of Sateri Holdings Limited, which became a listed company on the
Stock Exchange on 8 December 2010, for the period from 28 October 2010 until the conclusion of
the annual general meeting on 21 May 2013. He holds a Master of Business Administration degree
from New York University, USA and has over 30 years of experience in the securities and futures
industry.
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Mr. Sze Tsai To, Robert, aged 77, was appointed as a director of the Group on 1 June 2000 and is
the chairman of the remuneration committee and a member of the audit committee of the
Company. Mr. Sze is a fellow of the Institute of Chartered Accountants in England and Wales and
the Hong Kong Institute of Certified Public Accountants and was a partner in an international firm
of accountants with which he practiced for over 20 years. He is also a non-executive director of a
number of Hong Kong listed companies.
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Hon. Shek Lai Him, Abraham, GBS, JP, aged 72, was appointed as an independent non-executive
director of the Group on 1 January 2007 and is a member of each of the remuneration committee
and the nomination committee of the Company. Mr. Shek graduated from the University of
Sydney, Australia with a Bachelor of Arts degree. He has been a member of the Legislative Council
of the HKSAR representing real estate and construction functional constituency since 2000.
Currently, Mr. Shek is a member of the Court of The Hong Kong University of Science & Technology,
a member of the Court and Council of The University of Hong Kong, and has been appointed as a
member of the Advisory Committee on Corruption of the Independent Commission Against
Corruption (ICAC) as from 1 January 2017. Mr. Shek was appointed as Justice of the Peace in 1995
and awarded Silver Bauhinia Star in 2007 and received Gold Bauhinia Star Award in July 2013. Mr.
Shek was appointed as a non-executive director of Mandatory Provident Fund Schemes Authority
with effect from 17 March 2015. He is an independent non-executive director of a number of Hong
Kong listed companies including NWS Holdings Limited, Paliburg Holdings Limited, Lifestyle
International Holdings Limited, Chuang's Consortium International Limited, Country Garden Holdings
Company Limited, MTR Corporation Limited, SJM Holdings Limited, China Resources Cement
Holdings Limited, Lai Fung Holdings Limited, Cosmopolitan International Holdings Limited and
Everbright Grand China Assets Limited. He resigned as an independent non-executive director of
Midas International Holdings Limited as from 4 p.m. on 26 January 2018. He was an independent
non-executive director of ITC Corporation Limited (now known as PT International Development
Corporation Limited) until 4 p.m. on 28 March 2017, and of Dorsett Hospitality International Limited
until 10 March 2016 and of TUS International Limited until 5 January 2017. Mr. Shek is the chairman
and an independent non-executive director of Chuang’s China Investments Limited. Mr. Shek is an
independent non-executive director and chairman of nomination committee of Goldin Financial
Holdings Limited as from 9 January 2017. He is also the vice chairman and an independent non-
executive director of ITC Properties Group Limited. Mr. Shek is also an independent non-executive
director of Eagle Asset Management (CP) Limited, the manager of Champion Real Estate
Investment Trust and an independent non-executive director of Regal Portfolio Management
Limited, the manager of Regal Real Estate Investment Trust.
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Mr. Wan Sai Cheong, Joseph, aged 64, was appointed as an independent non-executive director
of the Group on 2 February 2016 and is the chairman of the audit committee of the Company. Mr.
Wan is a Fellow member of the Institute of Chartered Accountants in England and Wales, the
Chartered Institute of Arbitrators, the Institute of Directors, the Royal Society of Arts and the Hong
Kong Institute of Certified Public Accountants. Mr. Wan currently serves as a vice chairperson of the
Hong Kong International Arbitration Centre and chairperson of its finance and administration
committee. Formerly, Mr. Wan was a director of the London Court of International Arbitration and
of the International Dispute Resolution Centre in the UK for the periods from February 2012 to
September 2014 and from June 2009 to September 2014, respectively. After qualifying as a
Chartered Accountant in 1978, Mr. Wan worked for KPMG in Hong Kong from 1978 to 1987,
spending a year at their London Office. In 1987, Mr. Wan joined Dickson Concepts International
Limited, a company listed on the Hong Kong Stock Exchange and distributes luxury goods in South
East Asia, as their Group Finance Director and was responsible for the acquisitions of S.T. Dupont,
Paris in 1987 and Harvey Nichols, London in 1991. Mr. Wan was the Chief Executive of the Harvey
Nichols Group in the United Kingdom from 1992 to 2014, which was listed on the London Stock
Exchange from 1996 to 2003. Mr. Wan was appointed as a board member of the Supervisory Board
of S.T. Dupont S.A. (@ company listed on the Paris Bourse) in May 1999 and he was elected the
Chairman of the Supervisory Board in January 2008 until retirement in September 2014. Mr. Wan is
an independent non-executive director of A-Living Services Co., Ltd as from 9 February 2018. Mr.
Wan's professional expertise is in the areas of international tax planning, transaction due diligence
and forensic accounting. He also has gained expertise in business turnarounds, mergers and
acquisitions, corporate finance, department store retailing, restaurant operations and the global
luxury markets.
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Ms. Lam Fung Ming, Tammy, aged 54, joined the Group in 1990 and was appointed as an
executive director of the Group on 1 November 2004, and re-designated as a non-executive
director on 28 June 2013. Prior to the re-designation, Ms. Lam was the Chief Operating Officer of
the Group responsible for the sales activities, manufacturing, quality assurance and product
development of the Group’s edible oils business. Ms. Lam holds a Bachelor of Science degree in
Food Science and Technology and a Higher Diploma in Chemical Technology from the Hong Kong
Polytechnic University. She has over 20 years' experience in the oil and food industry. Currently, she
is a director and an employee of the edible oils group which is indirectly controlled by controlling
shareholders of the Company.
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Mr. Hung Ming Kei, Marvin, aged 47, is the Chief Executive Officer of the Group with overall
responsibility for the business of the Group. He was appointed an executive director and the Chief
Executive Officer of the Group on 12 March 2012. Mr. Hung is a member of the nomination
committee of the Company. Mr. Hung holds a Bachelor’s degree in Science majoring in Accounting
from the University of Southern California in the United States of America in 1992 and a Master’s
degree in Business Administration from China Europe International Business School. Mr. Hung has
over 20 years of experience in business management and quick service restaurant operations. Mr.
Hung has been a member of the National Committee of the Chinese People’s Political Consultative
Conference (CPPCC) since January 2018 and a member of the Beijing Municipal Committee of
CPPCC since 2008. By virtue of the Securities and Futures Ordinance, Mr. Hung is a substantial
shareholder of the Company as disclosed in the section under “Substantial Shareholders’ and Other
Persons’ Interests and Short Positions in Shares and Underlying Shares”.
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Mr. Wong Kwok Ying, aged 58, is the Company Secretary and the Group Comptroller of the
Group and was appointed as a director of the Group on 10 January 2000. Mr. Wong is a fellow
member of the Hong Kong Institute of Certified Public Accountants. He has over 35 years' finance,
accounting and audit experience. Prior to joining the Group in 1990, he worked with one of the
international accounting firms in Hong Kong.
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Directors’ Emoluments
Details of the emoluments of the directors on a named basis are set out in
note 8 to the financial statements.

Directors’ Material Interests in Transactions,
Arrangements and Contracts

No transactions, arrangements and contracts that was significant in relation
to the Company's business to which the Company or any of its subsidiaries
was a party and in which any director of the Company and the director’s
connected party had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Interests in Competing Business

None of the directors of the Company had interests in other business,
which competes or is likely to compete, either directly or indirectly, with
the Group's business.

Directors’ Service Contracts

None of the directors proposed for re-election at the AGM is a party to any
service contract with the Company which is not determinable by the
Company within one year without payment other than statutory
compensation.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group were entered
into or in existence during the year ended 31 December 2017.

Equity-Linked Agreements

Share options granted to directors and selected eligible
employees

The share option scheme of the Company was adopted for the purpose of
incentivizing and rewarding our directors and eligible employees who
contribute to the success of the operations of the Group. Details of the
share option scheme of the Company are set out in note 24 to the financial
statements. 72,500,000 share options were granted during the year ended
31 December 2017. No share options were vested or exercised and no
shares were issued during the year.
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Equity-Linked Agreements (Continued)

Award shares granted to eligible employees

The Share Award Scheme of the Company was adopted as a means to
recognise the contribution of and to provide incentives for the eligible
employees. Details of the Share Award Scheme of the Company and details
of the award shares granted are set out in note 25 to the financial
statements. 29,634,959 award shares were granted during the year ended
31 December 2017. The award shares are subject to conditions and vesting
schedules as determined by the Board in its sole discretion.

Permitted Indemnity Provision

Save for the directors’ and officers’ liability insurance coverage for the
directors and officers of the Group, no other permitted indemnity provision
for the benefit of any director or who had been a director of the Company,
or of its subsidiaries, where applicable, is in force.

Directors’ and Chief Executive’s Interests and Short
Positions in Shares and Underlying Shares

As at 31 December 2017, the interests of the directors and chief executive
in the shares and underlying shares of the Company or its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFQO"), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code as
set out in Appendix 10 to the Listing Rules, were as follows:
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Directors’ and Chief Executive’s Interests and Short

ZEZRRE (E Positions in Shares and Underlying Shares (Continued)
RAERREBR ZExm Interests in ordinary shares of the Company
FEROHE SORERME
Number of shares held, capacity and nature of interest
EER EB EAARCEST
BiEE TEHZE  EEZEHA By REzESH
Percentage of
Directly and Through the Company'’s
beneficially controlled  Beneficiary of issued share
] Name of director owned corporation atrust Total capital
AlfEfRS Seto Gin Chung, John 500,847 - - 500,847 0.005%
AR Hung Ming Kei, Marvin 72,652,163 3412399373 73332815 3,558,384,351 35.335%
Fiit () Fitat (i)
note (i) note (ii)
S B Sze Tsai To, Robert 2454678 - - 2454678 0.024%
btk Shek Lai Him, Abraham - - - - -
attE Wan Sai Cheong, Joseph - - - -
ML Lam Fung Ming, Tammy - - - _
EHHE Wong Kwok Ying - - - -
BtaE - Notes:

@) 3412399373 RN —EHERETEREES - M
HAELEESHEZERRETZITA -

(i) 73332815 MEA—EEEETERES © MZ
ERZERIZABRELARELEHEFZ B
ET °

SR EXFREE LM BREMTEL4MBEERTE
EZEREN RZT—+tF+-A=1+—8"
MEESNARRRETMEREE (E& R ES
KRB GBI XVER) 2 Betn « AR HEHH
HARBRER LB RIS 352 R 1EHRC 8k 2 1
DIORR > HBRBEETRNE AR A LB
FRZ BERSRR
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3,412,399,373 shares were beneficially owned by a discretionary trust, the
trustee of which is beneficially owned by Mr. Hung Ming Kei, Marvin.

(ii) 73,332,815 shares were beneficially owned by a discretionary trust whose
discretionary beneficiaries included a company owned by Mr. Hung Ming Kei,
Marvin.

Save as disclosed above and the share options granted to the directors as
disclosed in note 24 to the financial statements, as at 31 December 2017,
none of the directors had registered an interest or short position in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) 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.
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 31 December 2017, the interests of substantial shareholders/other
persons in the shares and underlying shares of the Company, as notified to
the Company and recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO, were as follows:

MNADNBEBERZRELS Interests in Ordinary Shares of the Company
FRFERER MAQXRSHIT
Kt BB RBREzZEISL
Percentage of
Number of the Company’s
ordinary issued share
RERABZM Name of shareholder Notes shares held capital
True Force Ventures Limited True Force Ventures Limited (i) 1,408,783,784 13.99%
Earn Field International Limited Earn Field International Limited (ii) 1,408,783,784 13.99%
H H Hung (2008) Limited H H Hung (2008) Limited (i) 3,579,187,103 35.54%
HE T 1 Hung Hak Hip, Peter (iv) 3,929,297,734 39.02%
HEZE Hung Diana Wan Ling v) 3,929,297,734 39.02%
Winner Planet Limited Winner Planet Limited (vi) 1,625,526,805 16.14%
Creative Mount Limited Creative Mount Limited (vii) 1,587,229,730 15.76%
North China Fast Food (2008) Limited North China Fast Food (2008) Limited (viii) 3,412,399,373 33.89%
Ample Great Ventures Limited Ample Great Ventures Limited (ix) 3,412,399,373 33.89%
LR EL Hung Ming Kei, Marvin (x) 3,558,384,351 35.33%
Arisaig Asia Consumer Fund Limited  Arisaig Asia Consumer Fund Limited (xi) 801,620,000 7.96%
Arisaig Partners (Mauritius) Limited  Arisaig Partners (Mauritius) Limited (xii) 801,620,000 7.96%
Cooper Lindsay William Ernest Cooper Lindsay William Ernest (xiii) 801,620,000 7.96%

Btat - Notes:

()  LPTEEZRODZERIHAA -
iy  EPTEREZROZERIFAA -

(i) HH Hung (2008) Limited & 166,787,730 % % 19 2 &
A A o LS  HH Hung (2008) Limited B % 2
il Predominance Limited EfR R K€ FHBBE =92
—HYIRZEHRE o Predominance Limited ¥ 1% A 7 M 3E (1)
B ZzBORARAETFRERSF Z
594,831,805 BRI R HE B HEE A ©

(i) The registered holder of the shares disclosed above.
(i) The registered holder of the shares disclosed above.

(iii) H H Hung (2008) Limited is the registered holder of 166,787,730 shares. In
addition, H H Hung (2008) Limited directly controls more than one-third of
the voting power at general meetings of Predominance Limited.
Predominance Limited is deemed to be interested in the shares mentioned
in notes (i)-(ii) above, and 594,831,805 shares held by certain shareholders of
the Company.
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AR ERE RS TR

@ £ 3B FEG)AT i F BH H Hung (2008)
Limited $4 Z 3,579,187,103 & AZ 7

() i@ Fortune Blessing Limited 3 2 73,332,815
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(© BBERATEE 2274766648 MM+ K

d BBARHBEECRBEETER
2,011,168 X A&7 ©

KEZ
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North China Fast Food (2008) Limited & # #% 41| & T
ERBRREERREARS LHBB=S 2 —WIREE -
£, ¥E Winner Planet Limited ~ Creative Mount Limited
% Predominance Fortune Limited ° 3% /A B4 18 & %
B R ST EE (i) B (vii) A7 #t B% 19 & Predominance
Fortune Limited ¥ 2 199,642,838 B A% 17 2 #E 2% ©

Ample Great Ventures Limited & North China Fast
Food (2008) Limited 2 Mt —R& 3 + i North China Fast
Food (2008) Limited # 18 73 7 = SCBff &% (viii) A1 BT 3t
PR E R o

ALRAE L £ 458 Ample Great Ventures Limited Z &
B BATARAS - W AR AR STHY FE (viii) BT it
RO o ENMEEEmA 72,652,163
AR A& AR o hAh - 73,332815&%9}&& B2
EniE BRI AR —REMAAELLE
HEZ AR TORAELEWRBRZERNDF
HH R -

LR i 2 BRFEA

Arisaig Partners (Mauritius) Limited /4 Arisaig Asia
Consumer Fund Limited Z B & 4&I8 » %A BIHE A
7 = TR R (xi) BTt 2 AR 1) R A e s o

Cooper Lindsay William Ernest & 4 & # 4% & Arisaig
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares (Continued)

Interests in Ordinary Shares of the Company (Continued)

Notes: (Continued)

(iv)

(ix)

(xi)

(xii)

(xiii)

Mr. Hung Hak Hip, Peter is deemed to be interested in:

(a) 3,579,187,103 shares held through H H Hung (2008) Limited mentioned
in note (i) above;

(b) 73,332,815 shares held through Fortune Blessing Limited;

(€) 274,766,648 shares held through controlled corporations; and

(d) 2,011,168 shares held through Mrs. Hung Diana Wan Ling, Mr. Hung
Hak Hip, Peter's spouse.

Mrs. Hung Diana Wan Ling is deemed to be interested in 2,011,168 shares
held through a controlled corporation. Mrs. Hung Diana Wan Ling is the wife
of Mr. Hung Hak Hip, Peter and is deemed to be interested in the shares
mentioned in (a) to (c) of note (iv) above.

The registered holder of the shares disclosed above.
The registered holder of the shares disclosed above.

North China Fast Food (2008) Limited indirectly controls more than one-third
of the voting power at general meetings of certain registered shareholders
including Winner Planet Limited, Creative Mount Limited and Predominance
Fortune Limited. The company is deemed to be interested in the shares
mentioned in notes (vi) and (vii) above and 199,642,838 shares held by
Predominance Fortune Limited.

Ample Great Ventures Limited is the sole shareholder of North China Fast
Food (2008) Limited which is deemed to be interested in shares mentioned
in note (viii) above.

Mr. Hung Ming Kei, Marvin holds the entire issued share capital of Ample
Great Ventures Limited and is deemed to be interested in the shares
mentioned in note (viii) above. He also directly and beneficially owns
72,652,163 shares. In addition, Mr. Hung Ming Kei, Marvin is deemed to be
interested in 73,332,815 shares beneficially owned by a discretionary trust
whose discretionary beneficiaries included a company owned by him.

The registered holder of the shares disclosed above.

Arisaig Partners (Mauritius) Limited is the investment manager of Arisaig Asia
Consumer Fund Limited and is deemed to be interested in the shares
mentioned in note (xi) above.

Mr. Cooper Lindsay William Ernest indirectly holds one-third of the voting
power at general meetings of Arisaig Partners (Mauritius) Limited and is
deemed to be interested in the shares mentioned in note (xi) above.
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares (Continued)

Interests in Ordinary Shares of the Company (Continued)
Save as disclosed above, as at 31 December 2017, the Company had not
been notified of any persons other than the directors of the Company
whose interests and share options are set out in the section “Directors’ and
Chief Executive’s Interests and Short Positions in Shares and Underlying
Shares” and in note 24 to the financial statements, respectively, who had
interests or short positions in the shares or underlying shares of the
Company, which are required to be recorded in the register required to be
kept by the Company pursuant to Section 336 of the SFO.

Connected Transactions and Related Party
Transactions

Save for connected transactions which are exempted from the reporting,
annual review, announcement and independent shareholders’ approval
requirements under the Listing Rules, during the year, there were no other
transactions which, in the opinion of the directors, constituted connected
transactions or continuing connected transactions that were subject to the
reporting requirements under the Listing Rules.

Details of related party transactions undertaken during the year have been
reported under note 31 to the financial statements. None of these related
party transactions constitutes a discloseable connected transaction as
defined under the Listing Rules.

Major Customers and Suppliers

In the year under review, sales attributable to the Group'’s five largest
customers accounted for less than 30% of the total sales for the year. The
percentage of purchases attributable to the largest supplier and the five
largest suppliers were 8.7% and 32.8%, respectively.

To the best knowledge of the directors, neither the directors, their
associates, nor any shareholders who own more than 5% of the Company’s
issued share capital, had any beneficial interest in the Group's five largest
customers and five largest suppliers during the year.

Retirement Benefit Schemes

The Group operates a defined contribution retirement benefits scheme,
namely the Mandatory Provident Fund Scheme (the “MPF Scheme”), for
the employees of the Group’s subsidiaries in Hong Kong who are eligible
to participate. Contributions are made based on a percentage of the
employees’ salaries and charged to the income statement as they become
payable in accordance with the rules of the scheme.
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Retirement Benefit Schemes (Continued)

The assets of the scheme are held separately from those of the Group in
independently administered funds. In accordance with the rules of the MPF
Scheme, the employer’s contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in Mainland
China are required to participate in a central pension scheme operated by
the local government. These subsidiaries are required to contribute a
specified percentage of its payroll costs to the central pension scheme.

For the year ended 31 December 2017, the total scheme contributions
made by the Group amounted to approximately HK$97,875,000 and no
forfeited contributions were applied to reduce employer’s contributions.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Company’s
amended and restated articles of association or the laws of the Cayman
Islands, which would oblige the Company to offer new shares on a pro rata
basis to existing shareholders.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within
the knowledge of the directors, at least 25% of the Company's total issued
share capital was held by the public as at the date of this report.

Subsequent Event

Save for the recommended final dividend payable for the year ended 31
December 2017 which is subject to the approval by shareholders of the
Company at the forthcoming AGM, there were no significant events after
the reporting period of the Group.

Auditor

Ernst & Young retire and a resolution for their reappointment as auditor of
the Company will be proposed at the forthcoming annual general
meeting.

On behalf of the Board

SETO GIN CHUNG, JOHN
Chairman

Hong Kong

27 March 2018
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To the shareholders of Hop Hing Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Hop Hing Group
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set out
on pages 73 to 146, which comprise the consolidated statement of
financial position as at 31 December 2017, and the consolidated income
statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2017, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Basis for Opinion

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

Key Audit Matters

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

2017 £ % ANNUAL REPORT 67



SEREEZRERAF
HOP HING GROUP HOLDINGS LIMITED

18 M B LA R

Independent Auditor’s Report

RRETSEEHE)

BPERBITARNRE [ KHA 5 F5T 455 B 5
KAFHEE] BN EE  BREREZEER

BT Bt - HAINBEABERITIEF - UE
BRI A SRR BRI E R AR o
HFIETH R (BIERIBA T R MR )
MER > REFIHENNEREMBTREAERDY
BT B R IRALENE -

Key Audit Matters (Continued)

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

our audit opinion on the accompanying consolidated financial statements.

BRETER BANESTNNEERRETSHE

Key audit matter How our audit addressed the key audit matter
EREBIREE

Deferred tax assets

RZEBE—+tF+A=+—H EBESEZEENEEESR
78 %5 44,500,000 7T * {5 FE M BN & EE 2 14.4% ° IREEE Al T A
ERZELEHIBEEE SRR - AIRE B &R RF A 68
HH 2R B0 B ] Ko 7K S A B R SR TR AR B SR S A/ H B U
As at 31 December 2017, the Group had deferred tax assets of
HK$44.5 million, representing 14.4% of non-current assets.
Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based
upon the likely timing and level of future taxable profits together
with future tax planning strategies.

EENEED R EREMFFIR 18
Related disclosures are included in notes 3 and 18 to the financial
statements.
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Stocks
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111,4000007C » HIRBNEEZ122% - AR BEREFE
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As at 31 December 2017, the Group had stocks of HK$111.4
million, representing 12.2% of current assets. As the stocks of the
Group mainly composed of food ingredients, which were subject
to expiry, the estimation of the stock provision required
management’s significant judgement in determining slow
moving stocks as these are based on forecast stock usage.

EXEBZzEE ﬁ%%

EANBEEEHN M EHRERMTEI R 14
Related disclosures are included in notes 3 and 14 to the financial
statements.
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Our audit procedures included, amongst others, a review of the
management’s analysis and assumptions supporting the
probability that deferred tax assets recognised in the
consolidated statement of financial position will be recovered
through taxable income or tax planning strategies in the future.
We assessed the key management assumptions over expected
future taxable income by comparing them against both internal
financial budgetary information and external available industry
information. We also involved our tax specialists to review the
tax positions of the Group.

BHP2NMEERFEZERTFERE  UBRFENRR -

BREE/FEKRFRELFERERIETTEBIAN G
BREFELRRERE TEZBEMNREEEFEERLZ
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We attended physical stock counts at warehouses and stores to
observe the condition of the stocks. We assessed stock excess
and obsolescence provisions by considering the stock level
against historical stock turnover days and substantively checked
to both past and subsequent sales and usage information on
selected stock samples. We also discussed with management on
any stocks with potential obsolescence problem.
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Other Information Included in the Annual Report
The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon.

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

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

Responsibilities of the Directors for the
Consolidated Financial Statements

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

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

The directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group's financial
reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

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

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

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

Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's internal control.

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

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

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

matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we

identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
to communicate with them all relationships and other matters that may

reasonably be thought to bear on our independence, and where

applicable, related safeguards.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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

The engagement partner on the audit resulting in this independent
auditor’s report is Chung Yuk Man.

Ernst & Young

Certified Public Accountants
22/F CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

27 March 2018
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HE2—Z—+t&+=-A=+—HILFE Yearended 31 December 2017

—E—+F —E—REF
2017 2016
KaE BT T BT T
Notes HK$’000 HKS$'000
EE 20 TURNOVER 5 2,218,323 2,091,313
SHEK A Cost of sales (809,505) (752,885)
H WA S iz 558 Other income and gains, net 5 24,559 7,072
HERDEER Selling and distribution expenses (1,002,908) (980,645)
—RRITEE A General and administrative expenses (188,929) (187,407)
R EF PROFIT FROM OPERATING ACTIVITIES 6 241,540 177,448
Bh & Ak 2N Finance costs 7 (942) (837)
BRES RIS F PROFIT BEFORE TAX 240,598 176,611
TS5 2 Income tax expense 10 (73,246) (51,996)
EAFREFEA PROFIT FOR THE YEAR ATTRIBUTABLE TO
FEfL AN SRR EQUITY HOLDERS OF THE COMPANY 167,352 124615
ERATRBREFEEA EARNINGS PER SHARE ATTRIBUTABLE TO
EEERAER EQUITY HOLDERS OF THE COMPANY 12
EHA Basic HK1.71 %l cents  HK1.26/& 1l cents
iy Diluted HK1.69 & licents  HK1.25& 1l cents
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HE2—Z—t&+=-A=+—HILFZ Yearended 31 December 2017

—E—+F —E-REF
2017 2016
BET T BT
HK$’000 HK$'000
ANE R PROFIT FOR THE YEAR 167,352 124,615
Htp2mlE,(ZH) OTHER COMPREHENSIVE INCOME/(EXPENSES)
BREZPEBEHIEE Other comprehensive income/(expenses)
BERzHEMEE to be reclassified to income statement in
Wi (ZH) - subsequent periods:
HMEGINETS 2 [E N Exchange differences on translation of
=% foreign operations 34,739 (28,582)
REHMEME OTHER COMPREHENSIVE
Wi, (ZH) INCOME/(EXPENSES) FOR THE YEAR 34,739 (28,582)
EAFREFEA TOTAL COMPREHENSIVE INCOME FOR
EARERmkE THE YEAR ATTRIBUTABLE TO
#EE EQUITY HOLDERS OF THE COMPANY 202,091 96,033
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—Z—+F+=H=+—H 31 December 2017

—E—+F —E-REF
2017 2016
M BT BT T
Notes HK$’000 HKS'000
IRBEE NON-CURRENT ASSETS
ME - R MK Property, plant and equipment 13 213,476 188,907
BEEFIEEE Deferred tax assets 18 44,528 34,524
ENREAEERS Prepayments and rental deposits 19 51,618 47,016
FRBEELE Total non-current assets 309,622 270,447
nEBEE CURRENT ASSETS
FE Stocks 14 111,447 94,758
FE U BRTE Accounts receivable 15 17,769 8,142
TENRIE « e REM Prepayments, deposits and other
JFE U BR T8 receivables 19 97,960 68,990
A] U B 57 18 Tax recoverable 196 1,787
HEthemEE Other financial asset 20 48,019 -
ReERRESEEY Cash and cash equivalents 21 641,693 537,086
hEEELTE Total current assets 917,084 710,763
REBAE CURRENT LIABILITIES
FET AR IR Accounts payable 16 153,624 118,422
HE b ERIE M BT E A Other payables and accrued charges 22 374,664 313,884
sTEIRTTER Interest-bearing bank loan 17 10,000 10,000
FERFIE Tax payable 9,857 11,939
REEERE Total current liabilities 548,145 454,245
RBEEFHR NET CURRENT ASSETS 368,939 256,518
EEAERRBERE TOTAL ASSETS LESS CURRENT LIABILITIES 678,561 526,965
FknRBAE NON-CURRENT LIABILITIES
FEERIBEAE Deferred tax liabilities 18 24,751 23,168
BEE NET ASSETS 653,810 503,797
R’z EQUITY
ZINNETE 2 = r N ) Equity attributable to equity holders
- of the Company
2B TIR AN Issued share capital 23 1,007,043 1,007,043
e Reserves 26 (353,233) (503,246)
R TOTAL EQUITY 653,810 503,797
BESR HBEE
FE TTIAAEL

SETO GIN CHUNG, JOHN
CHAIRMAN

HUNG MING KEI, MARVIN
CHIEF EXECUTIVE OFFICER
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HE2—_ZT—t&+=-A=+—HILFE Yearended 31 December 2017

ARAREREAEL
Attributable to equity holders of the Company
RERG
RETH R EX g1R
BEARA  RORER: SEORG:  SHBEr  ARREr  RBRE  LEREw  HbBeer REEAr 48R
Shares
Issued Share  held under Share-based  Exchange Capital
share  premium  shareaward Merger payment  fluctuation  Statutory  andother Retained Total
capital account* scheme* reserve®  reserve* reserve* reserve*  reservest¥ profits* equity
BTn  EBTn EBTR BMTR BMTn BMTn ERTn E¥Tx BMTn  E%Tr
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(W)
(note 23)
RZE-tE5-A-A At 1 January 2017 1,007,043 3,971,055 (27,797)  (4,857,319) 12,668 (27,598) 16439 69,377 339,929 503,797
KEGH Profitfor the year - - - - - - - - 167,352 167,352
REEMZE Other comprehensive income
WA for the year:
BERNEE Fichange differences related
JEREE toforelgn operations - - - - - 34,739 - - - 34,739
RE2ENEER Total comprehensive income
for the year - - - - - 34,739 - - 167,352 202,091
BERR LB EEARS Shares purchased under share
(i) award scheme (note 23) - - (2,281) - - - - - - (2,281)
IREEE 2R RA  Fouity-settled share-based payments - - - - 10,460 - - - - 10,460
“E-NERERS Final dividend for 2016
(Witn) (note 1) - (60257) - - - - - - - (60257)
RISt
+-A=1+-H At 31 December 2017 1,007,083 3,910,798 (30,078)  (4,857,319) 23,128 4 16,439 69,377 507,281 653,810
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HE—_Z—t&+=-A=+—HILFE Yearended 31 December 2017

ARFIRERE ARl
Attributable to equity holders of the Company

BERD
LOHE] R EX B4R
BEIRA  ROEEER* mANRG:  SHEEY  GOFEER  RBEE  iREEe AR RERN R
Shares
Issted S held under Share-based Exchange Capital
share premium  share award Merger payment fluctuation Statutory and other Retained Total
capital account* scheme* reserve™ reserve* reserve* reserve™  reserves™ profits* equity
AETr  BRTn  BETr  AMTr  BETn AT AT BETr BETT  A%Tn
HKS 000 HK$000 HKS'000 HKS'000 HKS000 HKS000 HKS'000 HK$'000 HKS000 HKS'000
(Wit 2)
(note 23)
RZE-7~E-A-A At 1 January 2016 1,007,043 399,231 (8474) (4857319) 8339 984 16439 69377 215314 447934
KERT Profitfor the year = - - - - - - - 124615 124615
TEEMRE Other comprehensive expenses
T forthe year:
BERNEE Fichange differences related
JEREE toforeign operations - - - - - (2858)) - - - (2858))
RERERE/(XHE)  Total comprehensive income/
k] (expenses) for the year - - - - - (28582) - - 124615 9,033
BB LB EEARS Shares purchased under share
(H:£) award scheme (note23) = - (1933) - - - - - - (19303)
IREEE ZRGRA  Fouity-settled share-based payments - - = - 4309 - = - - 4309
ZE-nERERE Final dividend for 2015
(istn) (note 11) - (25,176) - - - - - - - (25176)
REZRF
+-fA=t-H At 31 December 2016 1,007,043 3971,055 (27,797) (4857319) 12668 (275%) 16439 69377 339929 503,797

HH

ZEREREOERAM KRR NFEEZER
fh BB B #353233000t( —ZF — N F: B
503,246,000 7C) ©

AHEBER T —FREEMHBRHNE QR
AEZHREEERER AR ([SHEIRE ) WIRE
X AN 7S 854919843000 (BN R B B % & B
4,964,232,000 7 $1 5k & # R & X £ Queen Board
Limited K2 F B 82 A 89 B 51745 5 44,389,000 T ) #B
& BB B A% 7R 5 363,000 7T M A% 19 5 B B I
62,161,000 JLZ &5 ©

BEFEAREFME (TSR] RARDE - KPR
AR R R B AR H EASFEATERE
B (R TMEEFEEBE) 2 10%ERE
FERBEES BATCRHBESZEHEIZE
BEMEARZ50% B BIBEREBRR X
TE B E S 0] AR 88 1 F E B 18 5l hn s it
BER R RBBEAEHEBESER  EEtKx
DNBEBEREFME AR 50% e

EAREMBERHEIZEEREFERERNSHES
ZENGHRE

Hi#

These reserve accounts comprise the reserves in debit balance of
HK$353,233,000 (2016: HK$503,246,000) in the consolidated statement of
financial position.

Merger reserve represents the excess of investment cost in a subsidiary, Hop
Hing Fast Food Group Holdings Limited (“Hop Hing Fast Food”), of
HK$4,919,843,000 (being the total consideration of HK$4,964,232,000 reduced
by the loans of HK$44,389,000 owed by Hop Hing Fast Food to Queen Board
Limited and its associates) over the share capital and share premium of Hop
Hing Fast Food of HK$363,000 and HK$62,161,000, respectively, arose from
the acquisition in 2012.

In accordance with the Company Law of the People’s Republic of China (the
“PRC"), the Company's subsidiaries registered in the PRC are required to
appropriate 10% of the annual statutory net profit after tax (after offsetting
any losses of prior years) to the statutory reserve fund. When the balance of
the statutory reserve fund reaches 50% of each entity’s registered capital, any
further appropriation is optional. The statutory reserve fund can be utilised to
offset losses of prior years or to increase the registered capital. However, such
balance of the statutory reserve fund must be maintained at a minimum of
50% of the registered capital after such usage.

Capital and other reserves mainly represent the capital reserve arising from
group reorganisation in prior years.
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HE2—_ZT—t&+=-A=+—HILFE Yearended 31 December 2017

—E—tF ZE—RF
2017 2016
BtaF BET T BT IT
Notes HK$'000 HK$'000
REXBK2 CASH FLOWS FROM OPERATING
ReRE ACTIVITIES
B B A v ) Profit before tax 240,598 176,611
FATIEB EL A : Adjustments for:
FE A Interest income 5 (8,581) (5,402)
B AR Finance costs 942 837
e Depreciation 6 97,147 100,056
FEUBRIA R E Write-back of impairment of accounts
g receivable 6 (1,702) (2,023)
M - R NMREIEEB Impairment of items of property,
RBIE plant and equipment 6 1,477 1,154
HE MWHEDE - BE & Loss on disposal/write-off of items of
RBIEE BEEEE property, plant and equipment, net 6 8,271 4,304
VARR I 45 5 2 LARR 19 Equity-settled shared-based payment
T AFEX expenses 6 10,460 4329
348,612 279,866
FERA, () Decrease/(increase) in stocks (16,689) 31,375
FEURBRTE R A (4% 40) Decrease/(increase) in accounts receivable (7,981) 987
TR IR ~ e REAM Increase in prepayments, deposits and other
JrE U AR TEHE receivables (33,572) (16,359)
FETBRIBHE AN Increase in accounts payable 35,202 16,943
Hth FE A BRIE N FE 5T B FIE AN Increase in other payables and accrued charges 60,780 52,739
WEEEAS 2R E Cash generated from operations 386,352 365,551
EYFI B Interest received 8,581 5,402
BE (B8 BEEFER Hong Kong profits tax refunded/(paid) 847 (130)
ERUEINIE Overseas tax paid (81,255) (44,904)
IR EFRBTIS 7 I & B E 58 Net cash flows from operating activities 314,525 325919
RETHZHERE CASH FLOWS FROM INVESTING ACTIVITIES
BEYE  HENMEE Purchases of items of property,
HH plant and equipment (116,754) (95,424)
REBARRFTN=MEA AL Increase in time deposits with original maturity
B HR 7 F BATE R 0 of more than three months when acquired (89,745) (23,980)
BEEMEMEE Purchase of other financial asset (48,019) =
R ERENFTIE 2 IR &R = 5% Net cash flows used in investing activities (254,518) (119,404)
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HE—_Z—t&+=-A=+—HILFE Yearended 31 December 2017

—E—tF ZE—RF
2017 2016
BtaF BET T BT IT
Notes HK$’000 HKS$'000
RS EE 2 CASH FLOWS FROM FINANCING
HeRE ACTIVITIES
2t & A Finance costs paid (942) (837)
BT S Dividends paid (60,257) (25,176)
RIS 2B =T 2% APR(D  Shares purchased under share award scheme (2,281) (19,323)
IREURITEFRE Net drawdown of a bank loan - 10,000
BVESEE TR 2 IS M8 %58 Net cash flows used in financing activities (63,480) (35,336)
BHEeRAESEZEY NET INCREASE/(DECREASE) IN CASH AND
®gm ORd) B8 CASH EQUIVALENTS (3,473) 171,179
RENZEENIBEEEY  Cash and cash equivalents at beginning of year 366,327 208,734
fE RSB 2R 58 Effect of foreign exchange rates changes, net 18,335 (13,586)
REZCZHREEREESE CASH AND CASH EQUIVALENTS AT END
=R} OF YEAR 381,189 366,327
RERBEEENER ANALYSIS OF BALANCES OF CASH AND
I CASH EQUIVALENTS
A PEARR KRS 2 Cash and cash equivalents as stated in the
B RIRSEEY consolidated statement of financial position 641,693 537,086
B REBARRITN=MEA Less: Time deposits with original maturity of
LA EEIER 2 F BT RK more than three months when
acquired 21 (260,504) (170,759)
HAEBERERFIZIEE  Cashand cash equivalents as stated in the
MR EEY consolidated statement of cash flows 381,189 366,327
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1.

2.1

Corporate and Group Information

The Company is a limited liability company incorporated in the
Cayman Islands on 1 August 2007. The registered office address of
the Company is Clifton House, 75 Fort Street, P.O. Box 1350, Grand
Cayman, KY1-1108, Cayman Islands. The principal place of business
of the Company is located at Flats E & F, 2/F., Hop Hing Building, 9
Ping Tong Street East, Tong Yan San Tsuen, Yuen Long, New
Territories, Hong Kong.

The principal activity of the Company is investment holding. There
was no significant change in the principal activities of the
subsidiaries of the Company during the year, which mainly consisted
of the operation of quick service restaurants (“QSR”) business under
the brand names of Yoshinoya and Dairy Queen in Northern China.

Details of the principal subsidiaries are set out in note 35 to the
financial statements.

Basis of Preparation

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (‘HKFRSs”) (which include
all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention, except for
other financial asset which has been measured at fair value. These
financial statements are presented in Hong Kong dollars and all
values are rounded to the nearest thousand except when otherwise
indicated.

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 2017. 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).
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2.1 Basis of Preparation (Continued)

Basis of consolidation (Continued)

When the Company has, directly or indirectly, less than a majority of
the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

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

(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

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.

Income statement and each component of other comprehensive
income are attributed to the owners of the Company 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, (ii) the
carrying amount of any non-controlling interest and (iii) 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 (iii) any resulting surplus or deficit in the
income statement. The Group's share of components previously
recognised in other comprehensive income is reclassified to the
income statement or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed of the
related assets or liabilities.
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2.2 Changes in Accounting Policies and

Disclosures
The Group has adopted the following revised HKFRSs for the first
time for the current year's financial statements.
Amendments to HKAS 7 Disclosure Initiative
Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses
Amendments to HKFRS 12 Disclosure of Interests in Other Entities:
included in Annual Clarification of the Scope of HKFRS 12

Improvements to HKFRSs
2014-2016 Cycle

Other than as explained below regarding the impact of amendments
to HKAS 7, the adoption of the above revised standards has had no
significant effect on the financial statements.

Amendments to HKAS 7 require an entity to provide disclosures that
enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both changes arising from
cash flows and non-cash changes. Disclosure of the changes in
liabilities arising from financing activities is provided in note 29 to
the financial statements.
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Financial Reporting Standards
The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.
RIS RELER  URGEEENFIKLZH Amendments to HKFRS 2 Classification and Measurement of
E2RIERIAR PERGTE Share-based Payment Transactions'
BRUBREER HBEBYBEHEENE 45 Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
FAFEIAR R EK— G ERFA with HKFRS 4 Insurance Contracts'
BB B EERE 95
SETA
EEUHREER T A HKFRS 9 Financial Instruments'
F95%
BRMBRELEN AFAFEZENHEEE? Amendments to HKFRS 9 Prepayment Features with Negative
LA Compensation?
BEUBREER KEZHEBEN AL E Amendments to HKFRS 10 Sale or Contribution of Assets between an

F 105 EFE
RIS 285

RAIfZ BELEHRA

and HKAS 28 (2011)

Investor and its Associate or Joint
Venture*

(ZF——%)
EEIEN

BEAMBRELD KEEPAEZHE HKFRS 15 Revenue from Contracts with Customers'
F15%

BEMBRELR  HEEYBREENE 155 Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from
F15RERIAR KEEFE R Wz Contracts with Customers'

b

ERMBRELEA g’ HKFRS 16 Ledses?
F165%

BEMBRELD  REEA® HKFRS 17 Insurance Contracts®
F17%

Yol REERNFIRAE SRS Amendments to HKAS 28 Long-term Interests in Associates and Joint
F 28 RIEFT A ZREER Ventures?

BAG AR REY#eEE Amendments to HKAS 40  Transfers of Investment Property!
FA0REFT AR

&5 (BRTBRE IELXZRETHE HK(FRIC)-Int 22 Foreign Currency Transactions and
REZE®) Advance Consideration’
-REE DR

B8 (BERFBRE  FEREER EH T EE L HK(FRIC)-Int 23 Uncertainty over Income Tax Treatments>
REZE®)
-RRBE 3%

—EF-FEE BATKRELERIE 15 Annual Improvements Amendments to HKFRS 1 and HKAS 28!
—E-NFEY ARG EAIFE 285 2014-2016 Cycle
ZERLE EHEN

—E-RFEZF BAVBRELREIFR Annual Improvements Amendments to HKFRS 3, HKFRS 11,
—E—+FHHY BRI EHREER 2015-2017 Cycle HKAS 12 and HKAS 232
ZFEH# F115%  BELTE

F1RENEBGEHER
F 235K
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2.3 Issued But Not Yet Effective Hong Kong

Financial Reporting Standards (Continued)
! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

3 Effective for annual periods beginning on or after 1 January 2021

4 No mandatory effective date yet determined but available for
adoption

Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

The HKICPA issued amendments to HKFRS 2 in August 2016 that
address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction with net
settlement features for withholding a certain amount in order to
meet an employee’s tax obligation associated with the share-based
payment; and accounting where a modification to the terms and
conditions of a share-based payment transaction changes its
classification from cash-settled to equity-settled. The amendments
clarify that the approach used to account for vesting conditions
when measuring equity-settled share-based payments also applies
to cash-settled share-based payments. The amendments introduce
an exception so that a share-based payment transaction with net
share settlement features for withholding a certain amount in order
to meet the employee’s tax obligation is classified in its entirety as an
equity-settled share-based payment transaction when certain
conditions are met. Furthermore, the amendments clarify that if the
terms and conditions of a cash-settled share-based payment
transaction are modified, with the result that it becomes an equity-
settled share-based payment transaction, the transaction is
accounted for as an equity-settled transaction from the date of the
modification. On adoption, entities are required to apply the
amendments without restating prior periods, but retrospective
application is permitted if they elect to adopt for all three
amendments and other criteria are met. The Group will adopt the
amendments from 1 January 2018. The amendments are not
expected to have any significant impact on the Group's financial
statements.

In September 2014, the HKICPA issued the final version of HKFRS 9,
bringing together all phases of the financial instruments project to
replace HKAS 39 and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and measurement,
impairment and hedge accounting. The Group will adopt HKFRS 9
from 1 January 2018. The Group will not restate comparative
information and will recognise any transition adjustments against
the opening balance of equity at 1 January 2018. During 2017, the
Group has performed a detailed assessment of the impact of the
adoption of HKFRS 9. The adoption of HKFRS 9 is not expected to
have any significant impact on the Group's financial statements.
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2.3 Issued But Not Yet Effective Hong Kong

Financial Reporting Standards (Continued)

HKFRS 15, issued in July 2014, establishes a new five-step model to
account for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The principles in
HKFRS 15 provide a more structured approach for measuring and
recognising revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance
obligations, changes in contract asset and liability account balances
between periods and key judgements and estimates. The standard
will supersede all current revenue recognition requirements under
HKFRSs. Either a full retrospective application or a modified
retrospective adoption is required on the initial application of the
standard. In June 2016, the HKICPA issued amendments to HKFRS 15
to address the implementation issues on identifying performance
obligations, application guidance on principal versus agent and
licences of intellectual property, and transition. The amendments are
also intended to help ensure a more consistent application when
entities adopt HKFRS 15 and decrease the cost and complexity of
applying the standard. The Group plans to adopt the transitional
provisions in HKFRS 15 to recognise the cumulative effect of initial
adoption as an adjustment to the opening balance of retained
profits at 1 January 2018. In addition, the Group plans to apply the
new requirements only to contracts that are not completed before 1
January 2018. The Group expects that the transitional adjustment to
be made on 1 January 2018 upon initial adoption of HKFRS 15 will
not be material.
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2.3 Issued But Not Yet Effective Hong Kong

Financial Reporting Standards (Continued)

HKFRS 16, issued in May 2016, replaces HKAS 17 Leases, HK(IFRICO)-Int
4 Determining whether an Arrangement contains a Lease, HK(SIC)-Int
15 Operating Leases — Incentives and HK(SIC)-Int 27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to
recognise assets and liabilities for most leases. The standard includes
two elective recognition exemptions for lessees — leases of low-
value assets and short-term leases. At the commencement date of a
lease, a lessee will recognise a liability to make lease payments (i.e,,
the lease liability) and an asset representing the right to use the
underlying asset during the lease term (i.e., the right-of-use asset).
The right-of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses unless the
right-of-use asset meets the definition of investment property in
HKAS 40, or relates to a class of property, plant and equipment to
which the revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use asset. Lessees will also
be required to remeasure the lease liability upon the occurrence of
certain events, such as change in the lease term and change in
future lease payments resulting from a change in an index or rate
used to determine those payments. Lessees will generally recognise
the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset. Lessor accounting under HKFRS
16 is substantially unchanged from the accounting under HKAS 17.
Lessors will continue to classify all leases using the same classification
principle as in HKAS 17 and distinguish between operating leases
and finance leases. HKFRS 16 requires lessees and lessors to make
more extensive disclosures than under HKAS 17. Lessees can choose
to apply the standard using either a full retrospective or a modified
retrospective approach. The Group expects to adopt HKFRS 16 from
1 January 2019. The Group is currently assessing the impact of HKFRS
16 upon adoption and is considering whether it will choose to take
advantage of the practical expedients available and which transition
approach and reliefs will be adopted. As disclosed in note 27 to the
financial statements, at 31 December 2017, the Group had future
minimum lease payments under non-cancellable operating leases in
aggregate of approximately HK$1,203,392,000. Upon adoption of
HKFRS 16, certain amounts included therein may need to be
recognised as new right-of-use assets and lease liabilities. Further
analysis, however, will be needed to determine the amount of new
right-of-use assets and lease liabilities to be recognised, including,
but not limited to, any amounts relating to leases of low-value assets
and short term leases, other practical expedients and reliefs chosen,
and new leases entered into before the date of adoption.
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24

Issued But Not Yet Effective Hong Kong
Financial Reporting Standards (Continued)
HK(IFRIC)-Int 23, issued in July 2017, addresses the accounting for
income taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often referred to
as “uncertain tax positions”). The interpretation does not apply to
taxes or levies outside the scope of HKAS 12, nor does it specifically
include requirements relating to interest and penalties associated
with uncertain tax treatments. The interpretation specifically
addresses (i) whether an entity considers uncertain tax treatments
separately; (ii) the assumptions an entity makes about the
examination of tax treatments by taxation authorities; (i) how an
entity determines taxable profits or tax losses, tax bases, unused tax
losses, unused tax credits and tax rates; and (iv) how an entity
considers changes in facts and circumstances. The interpretation is
to be applied retrospectively, either fully retrospectively without the
use of hindsight or retrospectively with the cumulative effect of
application as an adjustment to the opening equity at the date of
initial application, without the restatement of comparative
information. The Group expects to adopt the interpretation from 1
January 2019. The interpretation is not expected to have any
significant impact on the Group's financial statements.

Summary of Significant Accounting Policies
Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair values of
assets transferred by the Group, liabilities assumed by the Group to
the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business
combination, the Group elects whether to measure the non-
controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of net
assets in the events of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other components
of non-controlling interests are measured at fair value. Acquisition-
related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the
acquiree.
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2.4 Summary of Significant Accounting Policies

(Continued)

Business combinations and goodwill (Continued)

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in the income statement.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair
value with changes in fair value recognised in the income statement.
Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised in
the income statement as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. For the purpose of
impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group's cash-
generating units that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities of
the Group are assigned to those units.
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2.4 Summary of Significant Accounting Policies

(Continued)

Business combinations and goodwill (Continued)
Impairment is determined by assessing the recoverable amount of
the cash-generating unit to which the goodwill relates. Where the
recoverable amount of the cash-generating unit is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit and
part of the operation within that unit is disposed of, the goodwiill
associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on
disposal. Goodwill disposed of in these circumstances is measured
based on the relative value of the operation disposed of and the
portion of the cash-generating unit retained.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market for the
asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The
fair value of an asset or a liability is measured using the assumptions
that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.
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2.4 Summary of Significant Accounting Policies

(Continued)

Fair value measurement (Continued)

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

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

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

Level1 -  based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

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

Level2 -

indirectly

based on valuation technigues for which the lowest
level input that is significant to the fair value
measurement is unobservable

Level3 -

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

(Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than stocks,
deferred tax assets 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 income statement in the period in
which it arises in those expense categories consistent with the
function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset 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 income statement in the period in which it arises.
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2.4 Summary of Significant Accounting Policies
(Continued)
Related parties
A party is considered to be related to the Group if:

(@)  the party is a person or a close member of that person’s family
and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the
Group or of a parent of the Group;

or

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

applies:
(i) the entity and the Group are members of the same
group;

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

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

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

(v)  the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

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

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

(viii) the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group or to the parent of the Group.
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2.4 Summary of Significant Accounting Policies

(Continued)

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. 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 income statement in the period in which it
is incurred. 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:

Motor vehicles and 20.0% to 33.3%
other equipment
Furniture and fixtures 20.0% to 33.3%

Leasehold improvements 33.3% or over the shorter of the lease
terms, if shorter

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

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

(Continued)

Operating leases

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 income
statement 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 income
statement on the straight-line basis over the lease terms.

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.

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

Loans and receivables

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 the income
statement. The loss arising from impairment is recognised in the
income statement.
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2.4 Summary of Significant Accounting Policies

(Continued)

Financial assets (Continued)

Subsequent measurement (Continued)

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in listed and unlisted equity investments and debt securities.
Equity investments classified as available for sale are those which are
neither classified as held for trading nor designated as at fair value
through profit or loss. Debt securities in this category are those
which are intended to be held for an indefinite period of time and
which may be sold in response to needs for liquidity or in response
to changes in market conditions.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment revaluation reserve until the investment is derecognised,
at which time the cumulative gain or loss is recognised in the
income statement in other income, or until the investment is
determined to be impaired, when the cumulative gain or loss is
reclassified from the available-for-sale investment revaluation reserve
to the income statement in other gains or losses. Interest and
dividends earned whilst holding the available-for-sale financial
investments are reported as interest income and dividend income,
respectively and are recognised in the income statement as other
income in accordance with the policies set out for “Revenue
recognition” below.

When the fair value of unlisted equity investments cannot be reliably
measured because (a) the variability in the range of reasonable fair
value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value, such
investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its
available-for-sale financial assets in the near term are still appropriate.
When, in rare circumstances, the Group is unable to trade these
financial assets due to inactive markets, the Group may elect to
reclassify these financial assets if management has the ability and
intention to hold the assets for the foreseeable future or until
maturity.
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2.4 Summary of Significant Accounting Policies

(Continued)

Financial assets (Continued)

Subsequent measurement (Continued)

Available-for-sale financial investments (Continued)

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification becomes
its new amortised cost and any previous gain or loss on that asset
that has been recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective interest rate.
Any difference between the new amortised cost and the maturity
amount is also amortised over the remaining life of the asset using
the effective interest rate. If the asset is subsequently determined to
be impaired, then the amount recorded in equity is reclassified to
the income statement.

Derecognition of financial assets

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

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

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

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

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

(Continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have an
impact on the estimated future cash flows of the financial asset or
the group of financial assets that can be reliably estimated. Evidence
of impairment may include indications that a debtor or a group of
debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganisation and
observable data indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
whether impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues to
be, recognised are not included in a collective assessment of
impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses
that have not been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at
initial recognition).

The carrying amount of the asset is reduced through the use of an
allowance account and the loss is recognised in the income
statement. Interest income continues to be accrued on the reduced
carrying amount using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.
Loans and receivables together with any associated allowance are
written off when there is no realistic prospect of future recovery and
all collateral has been realised or has been transferred to the Group.
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2.4 Summary of Significant Accounting Policies

(Continued)

Impairment of 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 the income
statement.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the
end of each reporting period whether there is objective evidence
that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the income statement, is removed from
other comprehensive income and recognised in the income
statement.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. “Significant” is
evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment, the
cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss
on that investment previously recognised in the income statement
— is removed from other comprehensive income and recognised in
the income statement. Impairment losses on equity instruments
classified as available for sale are not reversed through the income
statement. Increases in their fair value after impairment are
recognised directly in other comprehensive income.

The determination of what is “significant” or “prolonged” requires
judgement. In making this judgement, the Group evaluates, among
other factors, the duration or extent to which the fair value of an
investment is less than its cost.
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2.4 Summary of Significant Accounting Policies

(Continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings.

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

The Group's financial liabilities include accounts payable, other
payables, accrued charges and interest-bearing bank loans.

Subsequent measurement

After initial recognition, interest-bearing loans and 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 income statement 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 income statement.
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2.4 Summary of Significant Accounting Policies

(Continued)

Derecognition of financial liabilities

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

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

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.

Shares held under share award scheme

Own equity instruments which are reacquired or issued to the
trustee of the Company’s share award scheme and held by the
Group (treasury shares) are recognised directly in equity at cost. No
gain or loss is recognised in the income statement on the purchase,
sale, issue or cancellation of the Group’s own equity instruments.

Stocks

Stocks are stated at the lower of cost and net realisable value. Cost is
determined on the weighted average basis. Net realisable value is
based on estimated selling prices less any estimated costs to be
incurred to completion and disposal.
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2.4 Summary of Significant Accounting Policies

(Continued)

Income tax

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

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

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial
reporting purposes.

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

when the deferred tax liability 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 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.
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2.4 Summary of Significant Accounting Policies

(Continued)

Income tax (Continued)

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.

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 each reporting
period.

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



BESEZRERAF
HOP HING GROUP HOLDINGS LIMITED

Bt 75 S R B

Notes to Financial Statements

24 FESHBERME(E)

BEMEy S

B /B & T5E R A& IR AR FE S AT B K
HENEMBMSIRENERT - ZAFE
TR - EfMPERFAAE AR U8
R T IR BHE R E 2 AR B
Z FHIRER Al o

e 25 FE 52
A RIS AT RAAREE - TilkEaE T
FertE - BB TR B AR RSS ¢

) MERRHEEKRGEREEERE
E A YNE

(i) FEWAERERN R AR R REE
R MERMNEDAREZERTA
B F AT RRRSWARRE
TRBEREFEZNE : K&

(i)  PREBWA - ERREGS R R
BESL o

EBEEF
KR tr 3 1
ARRIE BB 8 KA R & &
BAKEXRBRNELBERZ A ERSEE
R RER - AREREE (BEES) MU
Befn S5 2 75 SUUER B - 1Rt - R B Rt
AR 1 R YRS T B 2 (B (T AR #E ST A
ZRS]) -

BESETIUNRES N 2R G2KATIZ
BEE B AT ESE - AT EBINBGE
EMERAENTEERAET & PFE
BRI TR 5 24 K2 25 ©

2.4 Summary of Significant Accounting Policies

(Continued)

Government grants

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

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:

(i) income from the operation of QSR business, when catering
services have been provided to customers;

(i) interest income, on an accrual basis using the effective interest
rate method by applying the rate that discounts the estimated
future cash receipts over the expected life of the financial
instrument to the net carrying amount of the financial asset;
and

(i)  dividend income, when the shareholder’s right to receive
payment has been established.

Employee benefits

Share-based payments

The Company operates a share option scheme and a share award
scheme for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby
employees render services as consideration for equity instruments
(“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured
by reference to the fair value at the date at which they are granted.
The fair value is determined by an external valuer using an
appropriate pricing model, further details of which are given in notes
24 and 25 to the financial statements.

2017 £ 3 ANNUAL REPORT 103



SEREEZRERAF
HOP HING GROUP HOLDINGS LIMITED

Notes to Financial Statements

I B 75 S AR B

24

104

TEREHBRBE(E)

BERA(E)

KR X S (&)
EimRER R RRIS GV ERR - RS
BANF ST MR ARSI N R B - I
RIS AR RIS It 2S - FE5R B B HAAT - NB R
THRBERZUABRES N 2R 52 RETH
X RERBBHE Em A RAEE &K
HeRB o ETARE 2REMGT - &X
— MR AEBRRRIER 2 HRSER - IR
AR R 5t ST i HR A B RR AR e AR B 2 BB o

EETERERDREHBMZATER - T
S BIRG MIEM IS ERMENT - BED B
RIFR AT BEE AT E A AR EE K H R BB
MR ETAHBENREGSZ 8D - T5
RBRURM R L BB R FES RBR - SEIPT
B e 1B 48 4R B AR 75 22 SRV (AT EL At IR 1F AR
RIEFBIRNT - FRB IR ERBNATE
R R IERIFE RS R HAE R
- BRI SR EREIR T -

HREAREGEDETIHERE, IR M
MERAREFBZRBMS - TSR EM
Fx - BB ESMISHIFREBIERT - R
FrE B R, SIRG R E &= - Al
TRmSIERBIRTEREK  BHXS
HeRERERS -

M5 VAR M S AN 2 B8 B < R B PR » T
RE) < RBGRRE L EK - BIERERIGR
W E) 2 HAKFIST © LESN - W& E E
SEFeBNEEHARAEUARMENZ
RATEBEN  KEEBAHN - RIE
RERLFERFX

2017 £ 3% ANNUAL REPORT

2.4 Summary of Significant Accounting Policies

(Continued)

Employee benefits (Continued)

Share-based payments (Continued)

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

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

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

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the employee as measured at the date of modification.
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2.4 Summary of Significant Accounting Policies

(Continued)

Employee benefits (Continued)

Share-based payments (Continued)

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

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

Paid leave carried forward

The Group provides paid annual leave to its employees under their
employment contracts on a calendar year basis. Under certain
circumstances, such leave which remains untaken as at the end of
the reporting period is permitted to be carried forward and utilised
by the respective employees in the following year. An accrual is
made at the end of the reporting period for the expected future cost
of such paid leave earned during the year by the employees and
carried forward.

Retirement benefit schemes

The Group operates a defined contribution retirement benefit
scheme, namely, the Mandatory Provident Fund Scheme (the “MPF
Scheme”), for those employees who are eligible to participate.
Contributions are made based on a percentage of the employees’
salaries and are charged to the income statement as they become
payable in accordance with the rules of the scheme. The assets of
the scheme are held separately from those of the Group in
independently administered funds. The employer contributions vest
fully with the employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of their
payroll costs to the central pension scheme. The contributions are
charged to the income statement as they become payable in
accordance with the rules of the central pension scheme.
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2.4 Summary of Significant Accounting Policies

(Continued)

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 statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to use.

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
income statement.
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2.4 Summary of Significant Accounting Policies

(Continued)

Foreign currencies

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

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 the income statement is also recognised in other comprehensive
income or the income statement, respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollars. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into Hong Kong dollars at the exchange rates prevailing at
the end of the reporting period and their income statements are
translated into Hong Kong dollars 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 income statement.

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

2017 £ % ANNUAL REPORT 107



SEREEZRERAF
HOP HING GROUP HOLDINGS LIMITED

Notes to Financial Statements

I B 75 S AR B

3.

108

TESEHE R

REAKRE MRS FREEEFEH
FENHR FAx EERABEEZHEHENE
FERBIAL IR BEREZ HIH - At ki
& o ARAZSERE NG Z THAR KA
BRAPARRZEEENRBZRMEF
HEARE

#

RERASEEHBRRZBED @ FRP R
&N EERECIEL AT B SRR P
RZFBEREATE 2 A

BERE
RETEERSHRAENBEERREZ
EUREENFER  AEEANFHEE
WEZEEEHAE  LEENG - 1)ES
RAREREREEEE SR EEEEL
EHRETBRE  QBRHEEREEMET
ZARREREZFRE-EIHEEZR
HE : RO)REBESREFRAER EE
TERR REAEREEMAXR - FX
EEERETREKRTMEEZBRR B
ReREBERAT ZRREIHBRERER - €
HRERAMA O FREELEERTE -

=

fhEt 2 RHEE M
REEHREHEFEERRREHN T —E
MRFEHEERRENREEFENAR
B EERRBRR L EMEBBA T EERR
HORAE T X amatt o

2017 £ 3% ANNUAL REPORT

3.

Significant Accounting Judgements and
Estimates

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

Judgements

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

Impairment of assets

In determining whether an asset is impaired or whether the event
previously causing the impairment no longer exists, the Group has
to exercise judgement in the area of asset impairment, particularly in
assessing: (1) whether an event has occurred that may affect the
asset value, or such an event affecting the asset value has not been
in existence; (2) whether the carrying value of an asset can be
supported by the net present value of future cash flows, which are
estimated based upon the continued use of the asset; and (3) the
appropriate key assumptions to be applied in preparing cash flow
projections are discounted using an appropriate rate. Changing the
assumptions selected by management to determine the level of
impairment, including the discount rates or the growth rate
assumptions in cash flow projections, could have a material effect on
the net present value used in the impairment test.

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.
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R EZERARBAREEERREERIBE
B ERENEEA TR RERIEE
EEENEERY - ZEIRIR AT A IR AR SR FE AR B v T
2SR B - LA RR R B AR B SRR R
BAHE - BERBEAEZ FBHRIHH
FMIFE18 ©

BB B RIFEC A Z 5 FE
ERENSREHARAREHNASEFTEZR
oM WEBHESFEE EHEE (NS
)  FEZUERFELAATEBBREZ
HETESERMGEFTHEHER Y - ZEMFTHER
EmAKABEHEEERBEBRAME
EEERNSREBRENTEZEMA -
RZEBE—+E+-_A=+—R27FE%MA
EAEEE111447000L( ZF — N F : B
94,758,000 7T, ) © #E — U 515 8 pA B 75 ¥ 3% P
140

BiERE

BRESETEREZ AFEER AR
BAEE  -BEATEILEXRBAERRER
BRI RE - ITRER - ERRA

R PRER ﬁ%&% FEMRETEHA R
EEME T ZBERR - E— P BN
AR EE24 -

3.

Significant Accounting Judgements and
Estimates (Continued)

Estimation uncertainty (Continued)

Useful lives and residual values of items of property, plant and equipment

In determining the useful lives and residual values of items of
property, plant and equipment, the Group has to consider various
factors, such as obsolescence arising from changes or improvements
in the production and provision of services, 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, care
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 residual values of items of property, plant and
equipment are shorter than previous estimation. Useful lives and
residual values are reviewed at the end of each reporting period
based on changes in circumstances.

Deferred tax assets

Deferred tax assets are recognised for deductible temporary
differences and unused tax losses to the extent that it is probable
that taxable profit will be available against which the deductible
temporary differences and unused tax losses can be utilised.
Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together with
future tax planning strategies. Details of the deferred tax assets are
contained in note 18 to the financial statements.

Provision for slow-moving stocks and net realisable value of stocks
Management reviews the ageing analysis of stocks of the Group at
the end of each reporting period, and makes provisions for slow-
moving stock items if needed. Net realisable value of stocks is the
estimated selling price in the ordinary course of business less
estimated selling expenses. These estimates are based on the current
market condition and the historical experience of selling products of
a similar nature. Management reassesses these estimates at each
reporting date. The carrying amount of stocks at 31 December 2017
was HKS$111,447,000 (2016: HK$94,758,000). Further details are
contained in note 14 to the financial statements.

Valuation of share options

The fair value of options granted under the share option scheme is
determined using the binomial model. The significant inputs in
determining the fair values include the weighted average share price
at the grant date, exercise price, risk-free interest rate, dividend yield,
expected volatility, expected life of options, and exit rate of directors
and staff. Further details are given in note 24 to the financial
statements.
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rEFIER 4. Operating Segment Information

REBZFEREDEBIREETS o tLobh - The Group's primary operating segment is the QSR business. In
REBXEBOWMANIERBEE (TBFRELT addition, the QSR business’ revenue and non-current assets, other
HREEE)TEHRBRE —E - BIhE A than deferred tax assets, are predominantly attributable to a single
RAME - F W0 B R [E DT o geographical region, which is the People’s Republic of China.

Therefore, no analysis by geographical region is presented.

EEHUNEMBWARWKWEZFEE 5. Turnover and Other Income and Gains, Net
BEBIENERNRESREBE B W REK 2 Turnover represents the net invoiced value received and receivable

HEF(E -

from the operation of QSR during the year.

anedE ) B H M UG A RREEFEAO T ¢ An analysis of turnover and other income and gains, net is as follows:
—E—tF ZE—RF
2017 2016
BET T BT TT
HK$’000 HKS$'000
XD Turnover
HHERR Sales 2,218,323 2,091,313
Hm AR W FE Other income and gains, net
B WA Interest income 8,581 5,402
PE X =555 Foreign exchange differences, net 7,874 (6,100)
e Compensation 2,354 3457
BT & * Government grants* 4,269 3,453
Hh Others 1,481 860
24,559 7,072
* BB @ ER A S EE & HEITH T © Government grants represent the subsidies received from the local
B ED1E 75 U WO B FE B o PO BE R I government for the Group’s business activities carried out locally.
B K FE NI R ER G o There were no unfulfilled conditions during the year in which they
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6. RK&mF

ARBZ RN GEA) -

6. Profit From Operating Activities

The Group's profit from operating activities is arrived at after

charging/(crediting):
—B-tF —T—F
2017 2016
BET T BT
HK$'000 HKS$'000
PE W =R FRE Foreign exchange differences, net (7,874) 6,100
CDEFEZEERKA Direct cost of stocks sold* 742,527 697,420
HeE M E - BEMRE  Loss on disposal/write-off of items of property,
HE 7 EB1E8F plant and equipment, net 8,271 4304
EERMAS (B Employee benefit expenses (including directors’
HEEsIREEMS) - emoluments in note 8):
T& K& Wages and salaries 391,160 351,807
IRKS et 23k *= Pension scheme contributions** 97,875 92,074
PARR R 45 & 2 VAR D 2 AF Equity-settled share-based payments 10,460 4329
499,495 448,210
e Depreciation 97,147 100,056
W% - BB REREHIEE Impairment of items of property,
BIE plant and equipment 1,477 1,154
FEUBR IR (A Write-back of impairment of accounts
B 3] xex receivable*** (1,702) (2,023)
KEHEB THS N Lease payments under operating leases:
— XEMEENK — Minimum lease payments 257,985 264211
— KRS — Contingent rents 38,278 33,583
% EREN N & Auditor's remuneration 2,500 2,450
Kt - Notes:
2 BEEGREZEENACT AGREERERA @ Direct cost of stocks sold is included in “Cost of sales” in the

B [HERA] -

o R E+_A=+—H AKEL
HE 5% WA SR AT R DARUAER R 2R R T2 O R 2RR
REABER(CT—RF  |) -

= ERRIBDREREEGAGABERRZ [—
REITHER] -

consolidated income statement.

** At 31 December 2017, the Group had no forfeited contributions
available to reduce its future contributions to the pension schemes in
future years (2016: Nil).

***  Write-back of impairment of accounts receivable is included in

“General and administrative expenses” in the consolidated income
statement.
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7. BERE 7. Finance Costs
BAERADITIT - An analysis of finance costs is as follows:
—E—t5F ZE—RF
2017 2016
BT BT T
HK$’000 HK$'000
RITERFE Interest on bank loans 134 38
RITRIE W E A Bank financing charges and others 808 799
942 837

8. EERTHAZME
RAFERE ETRA - FBRAEHE
383(1)@) * (b) * (Q RN IER AT (REEEF
mER) GO E 2 E B EERITHAR
BT -

8.

Directors’ and Chief Executive’s Emoluments
Directors” and chief executive’'s emoluments for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the
Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation,
are as follows:

“2-tf
2017
o 2% BMERL/® ARELEZ Bre
e REVNE RRSHEA  ARGRG  HEMR  HesR
Salaries, Discretionary/
allowances performance Equity-settled Pension
and benefits related  share-based scheme Total
Fees inkind bonuses payment contributions remuneration
A¥Tn  EMTn  B¥%Trn  A¥Tn  E%Tn B%Tn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(a) BUFHTEES (a) Independent non-executive directors
AR Seto Gin Chung, John 330 - - - - 330
& Sze Tsai To, Robert 25 - - - - 275
EH. Wong Yu Hong, Philip 92 - - - - 9
Rk Cheung Wing Yui, Edward 178 - - - - 178
hE# Shek Lai Him, Abraham 20 - - - - 20
mtt S Wan Sai Cheong, Joseph 239 - - - - 239
1,334 - - - - 1,334
(b) BTESR (b) Executive directors and
FHTES non-executive director
S Executive directors:
pitiiES Hung Ming Kei, Marvin 2,000 3,155 - - - 5,155
EEA Wong Kok Ying - 1,898 - 133 152 3373
2,000 5,053 - 1,323 152 8,528
FHTES Non-executive director:
A Lam Fung Ming, Tammy 30 - - - - 30
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8. EERTTHARME (&) 8. Directors’ and Chief Executive’s Emoluments
(Continued)
—EF
2016
e 2 BEEL/E ARERE il
e REWFE REESTA J\RERA  FEER Hegm
Salaries,  Discretionary/
allowances  performance  Equity-settled Pension
and benefits related  share-based scheme Total
Fees inkind bonuses payment  contributions  remuneration
BETT  BETT  A%Trn  BBTr  A%Tn A%Tx
HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000
(a) BUFHTES (a)  Independent non-executive directors
AlfERT Seto Gin Chung, John 33 = - - - 33
£ B Sze Tsai To, Robert 275 - - _ - 975
EHoh Wong Yu Hong, Philip 20 - - - . 220
ok Cheung Wing Yui, Edward 205 - - - . 975
R Shek Lai Him, Abraham 20 - - . - 220
ik Wan Sai Cheong, Josepht 201 = - - - 201
1514 - - - - 1514
b) HTEER (b) Executive directors and
FHTES non-executive directors
BTES: Executive directors:
HEARE Hung Ming Kei, Marvin 2000 2910 - - - 4910
S Wong Kwok Ying - 1816 - 391 145 235
2,000 4726 - 391 145 7,262
FHTES Non-executive directors:
M5 Hung Hak Hip, Peter* 76 - - - - 76
B Lam Fung Ming, Tammy 30 . . i, _ 30
106 - - - - 106
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EERTHARME (&)

8 Bt S (BEAENB -_ZT—XRFE_A
—HRERTAARRZEBYIENITES -
X EZHEABREEA T —F
—A-HAE_EZ—X&+_-_A=+—H
ZEERRE -

"o REBEE((HREE R -_T-—XRE=H
“tHRREEFEIFEY - LXAE
B AREEBE_T—RF=H
“ThHHZERHES -

FABBEETRTRARBHREXREN
BTS2 25 -

ETEFEREHAKERIRFERER
8 E—THFBERNPBERRME24 - %F
BEREZATEDNEBEAARNERS R
R YREHRHERE - Mt ABB#RRZ
SRMEEA LORE 2 E S RITRAE
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8.

Directors’ and Chief Executive’s Emoluments

(Continued)

# Mr. Wan Sai Cheong, Joseph (“Mr. Wan") was appointed as
independent non-executive director of the Company on 2 February
2016. The emolument disclosed above represented Mr. Wan's
director’s fee from 2 February 2016 to 31 December 2016.

# Mr. Hung Hak Hip, Peter (“Mr. Hung") retired from the position of the
Chairman of the board on 25 March 2016. The emolument disclosed
above represented Mr. Hung's director’s fee up to 25 March 2016.

There was no arrangement under which a director or the chief
executive waived or agreed to waive any remuneration during the
year.

Certain directors were granted share options in respect of their
services to the Group, further details of which are set out in note 24
to the financial statements. The fair value of such options, which is
being recognised in the income statement over the vesting period,
was determined as at the date of grant and the amounts included in
the financial statements are included in the above directors’ and
chief executive's remuneration disclosures.



BESEZRERAF
HOP HING GROUP HOLDINGS LIMITED

9.

Bt 75 S R B

Notes to Financial Statements

hEmRaEHES 9.
RAFERALREHER (RENSEHR
EXHiEs 2 MEEE(—T—AF : BE))
ZHeBEMT -

Five Highest Paid Employees
The aggregate emoluments of the five highest paid employees,
including two (2016: two) directors whose emoluments are set out
in note 8 above, for the year are as follows:

—E—+F —E—RF

2017 2016

BET T BT T

HK$’000 HKS$'000

e R REMES Salaries, allowances and other emoluments 10,027 9,823
BB TEAT B R IR B ETEAT Discretionary/performance related bonuses 2,613 2,139
AP RE 4 & 7 LARR D =2 1+t Equity-settled share-based payments 5,296 1,677
RIREETEIH R Pension scheme contributions 451 507
18,387 14,146

EaMEoMmmT

The above emoluments are analysed as follows:

EE &R
Number of employees
N =
2017 2016

7B ¥4 1,500,001 7T 2 78 5 2,000,000 7T

HK$1,500,001 to HK$2,000,000 - 1

1
7B 52,000,001 7T &= 78 %5 2,500,000 7T HK$2,000,001 to HK$2,500,000 - 2
755 2,500,001 7- 2= 78 #& 3,000,000 7T HK$2,500,001 to HK$3,000,000 1 1
755 3,000,001 7- 2= #& 3,500,000 7T HK$3,000,001 to HKS$3,500,000 2 =
753,500,001 7T 2= 5 4,000,000 7T HK$3,500,001 to HK$4,000,000 1 =
754,500,001 7T 2= %5 5,000,000 7T HK$4,500,001 to HKS$5,000,000 - 1
7B ¥4 5,000,001 7T 2B %5 5,500,000 7T HKS$5,000,001 to HKS5,500,000 1 =

5 5

RIFBEFTTREHN AR RS FNES
Sh[A) AN R [ 1 AR s T IR RB A - B RRT
BERIBRRM T 24 AN REER - 2%
BREZAFEDREHBMEE  SRE
BHAERSRTER - MRAFEERH
BRIz 2B AL ERESHES
MEemEBEERA -

Certain five highest paid employees who are neither directors nor
chief executives have been granted with share options in respect of
their services to the Group, further details of which are included in
the disclosures in note 24 to the financial statements. The fair values
of such options, which have been recognised in the income
statement over the vesting period, were determined as at the date
of grant and the amounts included in the financial statements for
the current year have been included in the above disclosure of the
five highest paid employees’ remuneration.
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PiEey

BBEFNERDBEFRNESSEE 2 (HaTIE
RRREAIRTE R 165% ( —F—N4F 1 165%)
TEL B - bR FERRBUEF) 2 RIA TR
REBRSEER AR 2 BAREHE -

AEERN B AL R 2 B A RFRIER
FRABG M A 25% AT B BRMEH -
ER—IREREXEBOMBRAN_-F
—tFR-FTREREREREBETEMRS
RS AT

RERFAEHRHOTEARIEOMT

10. Income Tax

Hong Kong profits tax has been provided at the rate of 16.5% (2016:
16.5%) on the estimated assessable profits arising in Hong Kong
during the year. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the jurisdictions in which
the Group operates.

The PRC corporate income tax rate for the Group’s subsidiaries
operated in Mainland China during the year was 25% on their
taxable profits. One of the subsidiaries engaged in agricultural
business was entitled to exemption from the standard income tax
rate in 2017 and 2016.

The major components of the income tax expense for the year are as
follows:

—E-+tF —T—REF
2017 2016
BT BT T
HK$'000 HK$'000
BNER — &8 Current — Hong Kong
ARELH Charge for the year 288 1,980
NFFEREBTE Underprovision in prior years 5 2,049
293 4,029
BRER — H 3= Current — Elsewhere
ARELH Charge for the year 67,874 50,441
LA FERBET B Underprovision in prior years 3,793 269
71,667 50,710
EIEFRIA (A 18) Deferred (note 18) 1,286 (2,743)
AFEEREHET LR Total income tax charge for the year 73,246 51,996
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10. FRf8%L (4&) 10. Income Tax (Continued)
BANB RERIBHHEABFEBRR,F A reconciliation of the tax expense applicable to profit before tax at
FHERZEEME(HRI165%E 25%) et & the statutory rates, ranging from 16.5% to 25%, for the countries/
BRARGRT AR 2 B B g R jurisdictions in which the Company and the majority of its
SR ZHIES HEERAT subsidiaries are domiciled to the tax expense at the effective tax rate
is as follows:
—E—+tF ZE—RF
2017 2016
BET T BT IT
HK$’000 HKS$'000
BRA B Al Profit before tax 240,598 176,611
IREABRERTE 2§18 Tax at the applicable tax rate 39,699 29,141
B alEER TR E 2 g2 Effect of different tax rates in other jurisdiction 18,813 14,198
HERBRUA Income not subject to tax (3,792) (4,507)
ATFHRFIEZ A Expenses not deductible for tax 5,205 4,076
NAFERETR Underprovision in respect of prior years 3,798 2318
HAREE BB AT R 9 IREF Effect of withholding tax on the distributable
BTN 2 & profits of the Group’s PRC subsidiaries 8,800 6,735
AIERT IS E 18 Tax losses not recognised 1,008 1,091
S8 AR ERBIEEE Unrecognised tax losses utilised (285) (1,056)
BMAEB BRI RFE 2 FiIE H Tax charge at the Group's effective rate 73,246 51,996
1. RE 11. Dividends
—E—+F ZE—RF
2017 2016
BETT BT
HK$'000 HK$'000
RAFEAZTHRRE Dividends paid during the year:
—ERNFREKRE — Final dividend for 2016 — HK0.62 cent
BT BAR 0.62 1L (2015: HK0.25 cent)
“E—RF 025581l)* per ordinary share* 60,257 25,176
BORARHAR S - Proposed final dividend:
1% 38 AR 0.83 Il HK0.83 cent (2016: HK0.62 cent)
(ZZ—7"F 1 062/810) per ordinary share 83,585 62,437
INE ERR R EAR B i A A B RR R R E IE The proposed final dividend for the year is subject to the approval of
RE R IA S A= R HEE o B RS R I 8 K i fE the Company's shareholders at the forthcoming annual general
TR ARHAAR 2. © meeting. These financial statements do not reflect the proposed final
dividend payable.
* REBE-_ZE—+FE+_RA=+—HZEE * Final dividend for 2016 paid during the year ended 31 December 2017
NIz —Z—REFE 2 RKHRBIERD represented the dividends paid for the issued ordinary shares,
BT BB ZIRE  NEiERGD g excluding treasury shares held by the trustee under the share award

EIRTBIIR T XA ERRD scheme.

2017 £3; ANNUAL REPORT 117



SEREEZRERAF
HOP HING GROUP HOLDINGS LIMITED

Notes to Financial Statements

I B 75 S AR B

12. ARFAREFEAERGEERER

(a)

(b)

BREARER

SRR EARRF THIREF AL B %
A AL ERE & M B 167,352,000
TL(=ZF — 75 F : B #1246150007T )
FERBBETLTRRZ NEFHH
9,812,206,150 % ( — 9?\ — N F:
9906,729,075 8% ) 5t & » WA E AR
BLRIE AR TE’JHM%@%ED#%JF&%E
BIR% {7 B B 259,487, 4000% (=B —7<4F -
245,095,400 A%) ©

BREBER
HE-_Z—+tFt+-_A=+— EIJt¢
- SREESAFREBEFALR
HHE%EAJEEEZ%/\%A%IJ;‘%%
167,352,000 7 & B 217 & R %Hﬁzmﬁé

12. Earnings Per Share Attributable to Equity
Holders of the Company

(a)

(b)

Basic earnings per share

The calculation of basic earnings per share is based on the
consolidated profit for the year attributable to equity holders
of the Company of HK$167,352,000 (2016: HK$124,615,000),
and the weighted average number of 9,812,206,150 (2016:
9,906,729,075) ordinary shares in issue during the year, as
adjusted to reflect the number of shares of 259,487,400 (2016:
245,095,400) held under the share award scheme of the
Company.

Diluted earnings per share

For the year ended 31 December 2017, the calculation of
diluted earnings per share is based on the consolidated profit
for the year attributable to equity holders of the Company of
HKS$167,352,000 and the weighted average number of

SF 15 879,922,200, 550H = NAAEIRC) 9,922,200,550 ordinary shares in issue after adjusting for the
AEEBTEHERE % 109,994,400 effect of all dilutive potential ordinary shares of 109,994,400
Hx%uaﬂﬁé FTE F‘UID—I— calculated as follows:
=E—+tF —ERF
2017 2016
BT BT T
HK$'000 HK$'000
RRABIIRERB A Consolidated profit attributable to equity
e 4R E R holders of the Company 167,352 124,615
RGO EE
Number of shares
B Shares —E—+F —E—RF
2017 2016
AT ESRERREF 2 Weighted average number of ordinary
FREETERRK shares in issue during the year used in
hniEF 52k the basic earnings per share calculation 9,812,206,150 9,906,729,075
e E —EER Effect of dilution — weighted average
INFEFIIER - number of ordinary shares:
R 228 Share award 71,989,156 38,196,745
FE AR AE Share options* 38,005,244 =
9,922,200,550 9,944,925,820
* NN BB TE NG B AR AR I S 5T AL @ The outstanding share options of the Company have not been

E_T-RFT_A=+—HLFE
NEREERFNES - RR/Z
ZREPEH AR R ERELRF L E

BHE -
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the year ended 31 December 2016 as these options had no
dilutive effect on the Company's basic earnings per share.
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13. ¥%  BERRE

13. Property, Plant and Equipment

RER KA BETERE
Hiikm RESWEEE wEt
Motor Furniture,
vehicles fixtures
and other  and leasehold
equipment improvements Total
BT T BETT BT
HK$’000 HK$'000 HK$’000
—ZE—tHF+=-A=+—H 31December2017
B Cost;
RZE—+F—H—H At 1 January 2017 345,808 498,331 844,139
NE Additions 37,886 78,868 116,754
HE, s Disposals/write-off (25,036) (17,563) (42,599)
PE X A% Exchange realignment 26,671 40,211 66,882
R_ZE—+F
+=—A=+—H At 31 December 2017 385,329 599,847 985,176
ZEITER Accumulated depreciation and
WA : impairment:
RZZFT—+F—H—H At 1 January 2017 252,495 402,737 655,232
IR A Provided during the year 32,494 64,653 97,147
HE s Disposals/write-off (21,944) (12,384) (34,328)
TRE R Provision for impairment - 1,477 1,477
PE 5, & Exchange realignment 19,541 32,631 52,172
RZT—LF
+=—A=+—8H At 31 December 2017 282,586 489,114 771,700
BREVFE Net book value:
AT —+F
+=—BA=+—~H At 31 December 2017 102,743 110,733 213,476
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13. 1% - BENRRE (&)

RER A BERE

13. Property, Plant and Equipment (Continued)

EmRdl REEMERE 5T
Motor Furniture,
vehicles fixtures
and other and leasehold
equipment improvements Total
BETIT BT T BETIT
HK$'000 HK$'000 HKS$'000
—ZE—XFE+=ZH=1+—H 31December2016
FAS Cost:
RZE—RF—H—H At 1 January 2016 375,472 477,627 853,099
NE Additions 19,851 75,573 95,424
HE Disposals/write-off (25,467) (21,607) (47,074)
FE H A2 Exchange realignment (24,048) (33,262) (57,310)
RZZE—RF
+=-—A=+—H At 31 December 2016 345,808 498,331 844,139
ZEITER Accumulated depreciation and
WA : impairment:
R-—T—A"FE—A—A At 1 January 2016 251,845 388,345 640,690
IN A Provided during the year 38,963 61,093 100,056
HE s Disposals/write-off (21,201) (21,569) (42,770)
B B Provision for impairment - 1,154 1,154
PE X A% Exchange realignment (17,112) (26,786) (43,898)
R-F—"%F
+=—HA=+—H At 31 December 2016 252,495 402,737 655,232
BRIENHE Net book value:
RZE—RF
+=—HA=+—H At 31 December 2016 93,313 95,594 188,907
14. & 14. Stocks
—E2—+tF —ZE R
2017 2016
BET T BT T
HK$'000 HKS'000
E Raw materials 94,559 81,268
JHAE M Consumables 16,888 13,490
111,447 94,758
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15. FEUERIE

15. Accounts Receivable

—E—+F —E—RF

2017 2016

BET T BT

HK$’000 HKS'000

FEUBRTA Accounts receivable 17,769 9,788
o ORE Less: impairment - (1,646)
17,769 8,142

AEBZREERIZBURSETHE - K
SEREXB 2 RURRTIZERRKARE
BEH60 AR ZE% ME LT ARG HERN
A o AR AR R EEE T BELERN -

RS - RIEZ B X NRBHEIR Z
WRRIR Z BREc D AT AN TS

The Group’s QSR products are mainly sold on a cash basis. Accounts
receivable of the Group’s QSR business were mainly due from
shopping malls and internet platform service providers with credit
terms within 60 days. The overdue balances are reviewed regularly
by senior management.

An aged analysis of the accounts receivable as at the end of the
reporting period, based on the payment due date and net of
provisions, is as follows:

—E—+F ZE—REF

2017 2016

BET T BT T

HK$’000 HK$'000

BNER (R@EA R AR (E) Current (neither past due nor impaired) 17,231 7,592
B HAN B 60 B Within 60 days past due 538 550
17,769 8,142

FEURTERER B2 ZENT

The movements in the provision for impairment of accounts
receivable are as follows:

—E—+t5F —E—RF

2017 2016

BETT BT TT

HK$'000 HK$'000

n—H—H At 1 January 1,646 3,828
AR Write-back of impairment (1,702) (2,023)
PE Exchange realignment 56 (159)
Rt=—A=+—H At 31 December - 1,646

bt e M BRTEUR(EL A () B B FE 2 B M BRTRURK
BERHE - R SRR D o

R R AR (B 2 e R AR TR T BT R AR 40
LHBZRETRZTFER -

Included in the above impairment of accounts receivable were
provisions made for individually impaired accounts receivable which
were considered unlikely to be fully recoverable.

Receivables that were neither past due nor impaired relate to a
number of diversified debtors for whom there was no recent history
of default.
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16. FE{TERIE 16. Accounts Payable
RIPEHAL BB D|ERH 2 BT BE I8 ~ BE % An aged analysis of the accounts payable as at the end of the
DT ¢ reporting period, based on the payment due date, is as follows:
—E—+tF ZE-RF
2017 2016
BET T BT
HK$'000 HK$'000
BB~ 2 60 B Current and less than 60 days 140,275 114,555
k60 H Over 60 days 13,349 3,867
153,624 118,422
FERBRIBIETE - —MANF7HE0RAZ The accounts payable are non-interest-bearing and are normally
EEHRNEE - settled within credit terms of 7 to 90 days.
17. 5T ERITER 17. Interest-Bearing Bank Loan
—E-tf SN
2017 2016
BUEFE% L BREIT BMENZ® 55 BETT
Effective Effective
interest rate interest rate
per annum % Maturity HK$'000  perannum % Maturity HK$'000
SE (-5 A Current (repayable within one
RERER) year or on demand)
FTED — EHH Bank loan — unsecured 3.25% 2018 10,000 2.72% 2017 10,000
et - Note:
R-F—LF+_[A=+—H ' REFBF KL Bank loan of HK$10,000,000 as at 31 December 2017 which carried floating
ZIRITE M 10,000,000 T BB EEER © interest rate was denominated in Hong Kong dollars.
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18. IEIEF1E

FAZBETERAEABREELSINT

18. Deferred Tax

The movements in deferred tax liabilities and assets during the year

were as follows:

FEEFHIEEE Deferred tax liabilities
TEAR
Withholding
taxes
BT T
HK$'000
RZE—XRF—H—H At 1 January 2016 16,433
FAMBRERRARZHIE Charged to the income statement during the year
(Mtat10) (note 10) 6,735
RZZE—R"F+ZA=+—H8K
—T—tF—H—H At 31 December 2016 and 1 January 2017 23,168
FARMaBmKR 2 TRIE (M 10) Charged to the income statement during the year
(note 10) 8,800
30 & B A B B A Rl BRI N 2 Withholding tax paid on repatriation of earnings from
TR subsidiaries in Mainland China (7,217)
R-E—+F+-_F=+—H At 31 December 2017 24,751
BEEHBEEE Deferred tax assets
BiE - Bt B
AR E) A RIFTER
HIEER R ERR et
Temporary
difference of
provisions,
Tax credit accruals and
not utilised depreciation Total
T BT BT
HK$'000 HKS$'000 HK$'000
RZE—RE—A—H At 1 January 2016 1,545 25,244 26,789
FRFABRERZHIE Credited to the income statement
(Hiz£10) during the year (note 10) 1,980 7498 9478
[ 3, 3% Exchange realignment - (1,743) (1,743)
RZZE—R"F+ZA=+—HBK At31 December 2016 and
“T—+F—A—H 1 January 2017 3,525 30,999 34,524
FRETA/(0RE) Credited/(charged) to the income
BRzR BB M 10) statement during the year (note 70) (1,434) 8948 7,514
[ 3, 3% Exchange realignment - 2,490 2,490
R-FB—tF
+=BA=+—H At 31 December 2017 2,091 42437 44,528
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18.

19.

124

EIERIE (&)

RIEFBRPEMEHE - RPN
NI EBECERNIBEREEST KRR B AR
10% BB - R EBR =TT NF—H
—HRES YEAR_ZEZ+L&+ A
=+—R%E2EBF - Bt - XEBBEEES
R BEAEL 2K EBARE ST\ F—
BA—BREAZABFNMD IR ZESEMTERD
B o P R EIANE 3G & & 2 R EREE T
ERBIEL - AP ERREZFENHE - 5t
AEBME - EARERS% K 10% °

AR 72 A A EL CRIR A B B3 B 5 P S AR 1R
% o]

RZB—+F+-_A=1+—8 KAEEHXK
BRESNERPIERINMREBEEREE
31,8280007C( — & — /N 4 + & # 25,721,000
J0) » Al AR A AR AR R ERFE
AN EE B IR SRR B B A i Y AR S S 1R
893,000 7T (==& — 7~ 4F : /B 2,033,0007T)
AR —ZERAFANANEHEE BRI RKE
FRFE - ARR AT KA REEERFFE -
E I AR ERELEFHIBEE °

ANFIR - 2R HE M EYKE

18. Deferred Tax (Continued)

Pursuant to the PRC Corporate Income Tax Law, 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. The Group is therefore liable to withholding
taxes on dividends distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1 January
2008. 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 rates are 5% and 10%.

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

At 31 December 2017, the Company had tax losses of HK$31,828,000
(2016: HK$25,721,000) arising in Hong Kong that were available
indefinitely for offsetting against future taxable profits of the relevant
company. The Group also had tax losses of HK$893,000 (2016:
HK$2,033,000) arising in Mainland China for offsetting against future
taxable profits of the relevant company in one to five years. Deferred
tax assets have not been recognised as it is not considered probable
that taxable profits will be available.

19. Prepayments, Deposits and Other Receivables

—E—tF ZE—RF
2017 2016
BET T ST IT
HK$’000 HKS$'000
AR Prepayments 41,377 42,924
Be Deposits 60,493 51,812
H b pE U RIAE Other receivables 47,708 21,270
149,578 116,006
STATEMN IR - e REAM Current portion included in prepayments,

e U FRIE 2 BNHEAER (D deposits and other receivables (97,960) (68,990)

JERNERERS - FENFERHE Non-current portion: prepayments and rental
v deposits 51,618 47,016

12 Ko B b 8 WO IR Y 465 BRI R 380 HA 7 R
B BERLAESRANSREE - BRI
HAY S84 R AR R ) FEUR IR R ©
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The balances of deposits and other receivables were neither past
due nor impaired. Financial assets included in the above balances
relate to receivables for which there was no recent history of default.
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20.

21.

HtEMEE

Htp SR EERTE —FKUNPBEAMHEE
FERTABE ZHMRAN RN ELHAS
RECHER - ZFLRERMDBAAH#
HESREELRBERERQFEIE R
—T+tF+-A=1+—RH Htie®EE
MAFEAEDEAE_BEANAFERE
Ao AMERERABRBAEEATE-

20. Other Financial Asset

Other financial asset represents an unlisted principal-guaranteed
financial product purchased from a creditworthy bank in Mainland
China with a maturity period of 91 days. This financial product was
classified as available-for-sale financial asset and stated at fair value
based on the quoted price. As at 31 December 2017, the fair value
measurement of the other financial assets is categorised in level 2 of
the fair value hierarchy (i.e. fair value measurement using significant
observable inputs).

ReERRESEEY 21. Cash and Cash Equivalents
—E—+F —E—RF
2017 2016
BETT BT
HK$’000 HKS$'000
B4 RIRITHERR Cash and bank balances 178,308 277,041
REBARRTREHE DR ZER Non-pledged time deposits with original
=& A 2 S E TR maturity of less than or equal to three
months when acquired 202,881 89,286
REBARRTRIH BB =1 A 2 Non-pledged time deposits with original
AR E HATE R maturity of more than three months when
acquired 260,504 170,759
641,693 537,086
U ESESHE2RERBEEEY Cash and cash equivalents were denominated in:
—E—+tE —E—RF
2017 2016
BETT BT TT
HK$'000 HKS$'000
B HKS 16,530 5,649
AR RMB 624,883 531,157
ETT United States dollar 280 280
641,693 537,086

ARBTBEdRABRARMER - A R
BB A2 CGONEE R RG] RCERE - &
ERNEEERRE) AREEEEBER
BREINEEBH 2 RITEARB L REAM

RITREBEBBESARTFRNEAE T
FHEGFR - ERHERAEFANF—RE+ =
EA R - RFAKENIR S FRME LI
& IR B E B F SR R BRER B © SRTTAEER
TFRMEE R iF BT HAN0 2 HORCERAOIRTT ©

RMB is not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange
businesses.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and twelve months depending on the cash
requirements of the Group, and earn interest at the respective short
term time deposit rates. The bank balances are deposited with
creditworthy banks with no recent history of default.
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22, HWEFRREBEREEHR 22. Other Payables and Accrued Charges
—E—+tF ZE—RF
2017 2016
BETT BT T
HK$'000 HK$'000
Hofh EATARIE Other payables 69,254 59,173
ezt E B Accrued charges 305,410 254,711
5T Total 374,664 313,884
HEtpEMEREAREMEANFBEE—ZE= Other payables were non-interest-bearing and have average
@A - payment terms of one to three months.
23. R 23. Share Capital
—g—tF T AE
2017 2016
BET T BT T
HK$'000 HK$'000
VERE Authorised:
14,800,000,000 % (ZZ — 754 -

14,800,000,000 % ) T AR EI{E 14,800,000,000 (2016 14,800,000,000)

BE010Tm 2 B ordinary shares of HK$0.10 each 1,480,000 1,480,000
EETRERE Issued and fully paid:

10,070,431,786 ik (ZZ — 754 -

10,070,431,786 i) B AXE A 10,070,431,786 (2016: 10,070,431,786)

010 T2 Bl ordinary shares of HK$0.10 each 1,007,043 1,007,043
ARATZ BT E BRI AR IS A% 15 22 A summary of the movements in the Company’s issued ordinary
FEIBAENRMNEANZ EBHMEH N share capital and shares held under share award scheme during the
N year is as follows:

B#1T
ikza RihgE BEOIREN  ROGEER Bt
Numberof Issued share  Share premium

Note  sharesinissue capital account Total

BETT BETTT BETT

HK$'000 HK$'000 HK$'000

K- E—F—H At 1 January 2016 10070431786 1,007,043 3996231 5,003,274
“E-RERERE Final 2015 dividend 11 = = (25,176) (25,176)

RZZ—RE+-A=+—H At31December 2016 and

k=F—tF—H—H 1 January 2017 10,070,431,786 1,007,043 3,971,055 4978,098
ZE-NERERE Final 2016 dividend 11 = = (60257) (60257)
RZE—+F+-A=F+—H At31 December 2017 10,070,431,786 1,007,043 3910,798 4917841
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23. BA& (&) 23. Share Capital (Continued)

RER D EE
e HEZRHOHHE StERBEZRA
Shares held
Number of under share
shares held award scheme
BETT
Note HK$’000
RZZE—X~"FE—H—H At 1 January 2016 66,903,400 (8,474)

RIEIRD B2 R =T EIBE AMZ(D  Shares purchased under share award
scheme (a) 178,192,000 (19,323)

MZZE—R"FT+-ZA=+—H At31 December 2016 and

K=F—+F—H—H 1 January 2017 245,095,400 (27,797)

RIERRD 22T 2IBE AMK{D  Shares purchased under share award
scheme (a) 14,392,000 (2,281)
R-ZF—+F+-"H=+—H At31 December 2017 259,487,400 (30,078)

24,

ffet -

@ RERN TTXAREREBLSST(ZE
—NF BRABEI0OTEBE0I3T) Z
B B A143920000%( — & — /X & ¢
178,192,000 %) SRR EEA #0107t 2 LB
B% - BREX BB 2,281,000 ( ZFE—7X
& B%193230007T) ° ZERMENEAR
EFRS °

BB IR RE 2 AR 10 2R B

BEEAAR R ERERTE MG ZEETE] - B
MR Z LT 8B 3817 2 B AR K AR (n 22
2 FEIED BIE A B TS R AR T 5 24 F2 25 ©

B E

RZZEN\FE=A+=R ARARM—E
PR B ((HAER 81)) - R=TTNSF
A=+ E R

BRESZEIEEMEERS] - & M
Mi2EE  WAASERERTAKEZRFKE
KirFE R Z RG220 - RS2
2REOEAEEZE2REERES UK
ARREFGHBRMEZAL -

24,

Note:

(a) During the year, 14,392,000 (2016: 178,192,000) ordinary shares of
HKS0.1 each were purchased at a price of HK$0.158 per share (2016:
HK$0.10 to HKS$S0.13 per share) at a total consideration of
approximately HK$2,281,000 (2016: HK$19,323,000) by the Trustee.
The shares have been classified as treasury shares.

Share options and share awards

Details of the Company’s share option scheme and the share award
scheme and the share options and share awards issued under the
schemes are included in notes 24 and 25 to the financial statements,
respectively.

Share Options

On 12 March 2008, the Company adopted a share option scheme
(the “Share Option Scheme”) which became effective on 25 April
2008.

The main purpose of the Share Option Scheme is to attract, retain
and reward the participants and to provide the participants with a
performance incentive for continued and improved services with the
Group. The participants of the Share Option Scheme include any full-
time employee and any director of the Group, and any person
approved by the board of directors or shareholders of the Company.
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MR (42)

B ESTE A I0F RZZEZENFIT A
—+HEARE R-—E-NAFMA-+MA
[ER o BRRERE c RELERRART =T
—WEANARBMBRREFRE FEIER
BHE e BEARE B - BIBFERET SR
HEETT 2 B 9 48 85 628,128,838 X i 17 + 4B
ERARNBRZE 2B BEITIRAL 6.24% °
ER2EABEARTER FTE2EE 2B
RE(BEETE BEFEERTEZER
B)MEBITREFERIT 2RO BETEHE
BARRBEITRMDZ 1% °

BB B Z G AITTEEREZ M
BZA: (\REFERE : () A EZRR D BRE
BHENEAERE(HREFTEEEZR
FEERR) FLA ¢ R Gi) RS R T - AFA
HHEAG B IR =FHENTF -

BRI BRR S ANERR L A HREE
21 ARRREBE 1 TEM - REBEBRER
SRR RBR D 2 BREZITRETS
B O BHRSEERREZERHERE
(ERZEZER)EBABRERMAIIZHEH
EB: RiROREERREREZHZERATA
fE% 2% AR B HKRMII 2 FHKRTE
RZERRE -

BEREEFAEAZTEREINERAEG L
BER R
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24. Share Options (Continued)

The life of the Share Option Scheme is 10 years commencing on 25
April 2008 and expiring on 24 April 2018. The mandate limit of the
Share Option Scheme was approved and refreshed at the Company’s
annual general meeting on 5 June 2014. As at the date of this report,
the total number of shares available for issue under the Share Option
Scheme was 628,128,838 shares which represented approximately
6.24% of the issued share capital of the Company as at that date. The
total number of shares issued and to be issued upon exercise of the
options granted to each participant (including exercised, cancelled
and outstanding options) in any 12-month period must not exceed
1% of the shares of the Company in issue.

The period within which the options may be exercised in accordance
with the terms of the Share Option Scheme, shall: (i) be determined
by the directors; (ii) commence on the expiration of 12 months (or
such shorter period as may be determined by the directors) from the
date of offer of options; and (iii) in any event not less than 3 years or
more than 10 years from the date on which it commences.

The offer of a grant of options shall be at a consideration of HKS1
and must be accepted within 21 days from the date of the offer. The
exercise price of an option to subscribe for shares granted pursuant
to the Share Option Scheme shall not be less than the higher of: (i)
the closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet on the date on which an offer is made to a
participant, which must be a business day; and (ii) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet for the 5 business days immediately preceding the
date on which an offer is made.

Share options do not confer rights on the holders to dividends or to
vote at shareholders’ meetings.
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THBREARRBEETINFARK =
E—t+F+ A=t -BERARTEZBR

24. Share Options (Continued)

The following share options under the Share Option Scheme of the

Company were outstanding during the year and as at 31 December

2 2017:
EREYA FRARHER
Price of
Number of share options the Company's shares
RZB-tF
RZZ-t§ T2 HEHRH ftE WMRHAE  BEER
SEAR AR -A-H FRE QKN R =t-B  (ME3) i3] (Wka)  (Kis) RHE
At Granted Lapsed Exercised At Date Exercise Atdate Immediately
Name o category 1January during during during  31December  ofgrant Exercise price ofgrant  beforethe
of participant 2017 the year the year the year 2017  (Note3) period (Note4) (Note5)  grantdate
SRR BRER  SRER
HK$ HK$ HK$
pershare  pershare pershare
£
Directors
A 2464000 - - - 26400 —FENE ZF-TEMA-T4A 035 035 ) elii
Seto Gin Chung, John MAZTtA Z-E-NEMA-+/A N/A
27 April2009 27 April 2010up
1026 Apr 2019
EEL 2464000 - - - 6400 —FTNE  “T-TEMA-tLAZE 035 035 TER
Sze Tsai To, Robert MAZ+tE ZE-NEMA-TiA N/A
27 April 2009 27 April 2010 up
1026 April 2019
Vot 2464000 - - - 264000 —TENE  F-FEMA-TLAR 035 03 NER
Shek Lai Him, Abraham BAZttR ZZ3-AFMA=tiA NA
27 April2009 27 April 2010up
026 April 2019
1B 1527320 - - - 15730 “EEAF BERUTHE Rk 035 035 Iyeli
Lam Fung Ming, Tammy MAZttH R EE-5-1E NA
Vhpiln09  BAZTABLAED)
Commencement subject
to Note 1 below and up
to 26 April 2019 (Note 2)
L 4928000 - - - 4oso0 ZBIAE EERATHEIMREEE 035 035 ol
Wong Kwok Ying MAZTtA R BE-T-hE /A
Whpil 2009 WAZHARLE
Commencement subject
toNote 1 belowand
upto 26 April 2019
72500000 - - - S0 ZEB-RE EERMTHRIMEARR 0 01 ol
mANA R BE-ECRF NIA
9 Aprl 2015 MANRLE
Commencement subject
toNote 7 belowand
upto8 April 2025
86347320 - - - 86347320
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24. Share Options (Continued)

EREYA FRARHER
Price of
Number of share options the Company's shares
RZB-tF
RZE-t§ T2 RHBH fitE WMRHAE  BEER
SEAR AR -A-B FREH ERgh ERfE =t-B (ME3) %8 (W&Ea)  (WEEs) A&
At Granted Lapsed Exercised At Date Exercise Atdate  Immediately
Name o category 1January during during during  31December  of grant Exercise price ofgrant  beforethe
of participant 2017 the year the year the year 2017 (Note3) period (Note4) (Note5)  grantdate
SHEN  SRER  SREM
HKS$ HKS$ HK$
pershare  pershare pershare
g8 27500000 - - - wsoon  ZE-EE EERMTHMRIMERER 01 012 AaR
Employees mANA Rin E2-T-0% N/A
9 April 2015 MANRLE
Commencement subject
toNote 7 belowand
up to 8 April 2025
{28 - 72500000 - - 000 ZE-tE BT mERER 01988 0197 0185
Employee AAZTZR Bl EECICtE
Dune0l7  ARZt-AL
Commencement subject
to Note 7 below and
upto21 June 2027
227500000 72,500,000 - - 300000000
HER(Hite) 12320000 - - - 3w ZEFEAF ZE-EEMACTHAZ 035 035 TR
ExDirectors (Note) MA-++B —E-hEMA-TKE /A
27 April 2009 27 April 2010 up
1026 April 2019
306167320 72,500,000 - - 398667320
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e

M

REBZHEZRRABBZENEL &
ECRIEBRE IR N2 HE E KRR
ZHEBHE ERERBBREZEE N
REGBBREZTERNFEAE -

MEBRELZLIR_T—=FA=+/\BHA
ERFBUTESREREBIRES - &
EeRBHECHEBRBREZTERDAER
HEZ-NAFEA-+RARILE MH
TRHEEMARBE MBERBREEN_-F
—=FRNAZFNBRRK-

BhREsBRBMAENL A BRESTER

1 e
BREZTEENTHE -

ARRBROREFE B ANERA/RRER
HAROBSE 32 i B R PRSI 2 R AR U T A

ETHEELTER T —=ZFRA=-1+H
HOEERTESE AT HBEER
—E-RFZAt+RARIEECERR
il c EEAELTHN _E—+EF A -HEFE
BYIERITES - RAMEEN T —+F
NAZ TR BFEBMIENITES - RIEE
BT &) - DRIR FREEREE KT
A - & H5AE £ KR K 87 5t 4 2 2,464,000
% ~ 4,928,000 f% ~ 2,464,000 3% & 2,464,000 A% 8%
BAENAER  EE1TEHERAL -

BRENBEERRT2EERTEIES
ETRREZEMBREME BEFGHLE
B2RENBERE B ZERRKRE
BHM2EEBRERB2FE BEST
BECBERESRARERBBRERERRE
BRI TR AR 46 B A -

24. Share Options (Continued)

Notes:

M

Having considered the participants’ achievement of performance
targets, the Board had notified the participants the details of vesting
of share options including the number of share options being vested
and the date of commencement of the exercise period of the vested
share options in accordance with the Share Option Scheme.

Upon re-designation of Ms. Lam Fung Ming, Tammy as a non-
executive director on 28 June 2013 and pursuant to the Share Option
Scheme, the Board endorsed that the exercise period of her vested
share options remained effective up to 26 April 2019 and all unvested
share options previously granted were lapsed on 28 June 2013.

The vesting period of the share options run from the date of grant to
the commencement of the exercise period.

The exercise price of the share options is subject to adjustments.

The price of the Company's shares at the date of grant is the closing
price of the shares as stated in the Stock Exchange'’s daily quotations
sheet on the date of grant.

Mr. Lee Pak Wing resigned as a non-executive director on 20 May 2013
and Mr. Hung Hak Hip, Peter retired from the position as the chairman
of the Board on 25 March 2016. Dr. Wong Yu Hong, Philip retired as an
independent non-executive director on 2 June 2017. Mr. Cheung
Wing Yui, Edward resigned as an independent non-executive director
on 25 August 2017. In accordance with the Share Option Scheme,
share options of 2,464,000, 4,928,000, 2,464,000 and 2,464,000 granted
to Mr. Lee Pak Wing, Mr. Hung Hak Hip, Peter, Dr. Wong Yu Hong,
Philip and Mr. Cheung Wing Yui, Edward, respectively, remain effective
until the end of the exercise period.

The vesting of share options are subject to the participants’
achievement of performance targets to be set by the Board from time
to time. The Board will notify the participants, after considering the
participants’ performance and achievement of the pre-set targets, the
details of the vesting of share options, including the number of share
options to be vested and the date of commencement of the exercise
period of the vested share options in accordance with the Share
Option Scheme.
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BRE A TEEBE3369400m(ZF
— N4 13723000 7T) 0 YR EER S
AR FTIK IR 2 G A& - F R —HA R
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24. Share Options (Continued)

The fair value of the share options was HK$33,694,000 (2016:
HK$13,723,000) which was estimated using a binomial option pricing
model, taking into account the terms and conditions upon which
the options were granted. The Company recognised a share option

R S B HE 56580007 ( —ZF— /N4« B expense of HK$5,658,000 (2016: HK$1,677,000) during the year.
1,677,0007T) °
AR 2 AT ETERA T REmEET The fair value of share options was estimated using the following
assumptions:
—E—+F —E—RF
2017 2016

PR B (%) Dividend yield (%) 1.97-2.86 1.87-1.97
T8 HA R 1@ (%) Expected volatility (%) 34.17-56.03 34.17-36.50
JE 5B R 1 (%) Historical volatility (%) 34.17-56.03 34.17-36.50
A2 a1 B 1) 2R (%) Risk free interest rate (%) 1.43-2.26 143-253
TEEH —EFF Exercise multiple — director 2.80 2.80
TEEH —EE Exercise multiple — employee 2.20 2.20

AR AR SRR AR
B

BHERTTE

T8 HA R i e Bl /R 52 082 B AT S AR R 2 D R
E& ! ﬁﬁ*%1‘ti§ B /T\E)Jul:l%

AEATERGEINARBBREZSE

NZBE—+F+-_A=+—8  ~x2aRE
f&REET BT A 398,667,320 {0 AT BE AR HE -

WARNRIREE 2 BEARNEE - BEITEERIT
156 7 B P EE 6 B B 5 17 398,667,320 AR N A A

38 A% DA M EE A BB MR AN B 539,867,000 7T
N B% A5 34 18 7 %5 21,805,000 7T ( 7 5+ 2% 17 54
) e

BR_ZE-—tFRXA-+_BRLBRE
S RNEREFABEBBAERER L HITE -
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The expected life of the share options is not necessarily indicative of
the exercise patterns that may occur.

The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily
be the actual outcome.

No other feature of the share options was incorporated into the
measurement of fair value.

As at 31 December 2017, the Company had 398,667,320 share
options outstanding under the Share Option Scheme. The exercise
in full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 398,667,320
ordinary shares of the Company and additional share capital of
HK$39,867,000 and share premium of HK$21,805,000 (before issue
expenses).

Save for the grant of share options on 22 June 2017, no options were
granted or exercised during the current and last years.
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RZE—HAF=AZ+H ARAESFEXK
AN — TR A 1 B2 bRt & ([ B fn 22R=H &1 ) - A
BEAKEEIEERAR XEEREZL
BT 2ER - YWAEEFREER -

Rt REE e —E-RAF=A-+T B (&K
MEE DR 1S FHRAEREARTS - RIER
0 S2 Rt 81 A S2 By RO R An (T 22BhAR 17 1) 5 e
Befp 2Rt 8l ZAEA ([ RFEA DR ART
SR - SRBERREARRBRRAS L1
RO —REERE - TRHEARERMLENES
PR A FEABIT RECEHBD - XEA
1 AE FEF S 28 B A 4578 SRR A D
B 2% E R RIER A 2R B 60 1R 5 B
TEERALRL - REANEHUREET
P B 2 ERBRDITERRRE -

EEgTEE— IR TFEMNRMOMERES
R X B MR G RN T AR B2
BB AR R T 2 BEBITRRDEE10% + M
EEE 2 EETRER 2 BRI R D T B
BB TR BB 1% ©

S A P AR 4
WIEEE 2 ik - REF
BEBMREE -

EREEE DR
CERBIBERE

REEZZT—+tF+-A=+—HILEFE"
BETohmE TEE2EE (LIEARF
BE FEBTRABREEWE  MIELM
FRATHBEA(ERXRE ETWRAUD)ET
B 7#829,634,9598% (= F—7~F : 17,030,4990% )
A1 2 B 15 18R -

PR 2 B BN R R ELNERE T
HEK AR S B LPIN B RRA
HRE CREBRNEEIFEMNERE R
TEE2EE  HHERXZERLFAXER
R 2 E L EEA R DA o

25. Share Award Scheme

On 20 March 2015, the Board of the Company adopted a share
award scheme (the “Share Award Scheme”) as a means to recognise
the contribution of and provide incentives for the key management
personnel, employed experts and core employees of the Group.

The Share Award Scheme is valid and effective for a period of 15
years from 20 March 2015 (the “Adoption Date”). The shares to be
awarded under the Share Award Scheme (the “Award Shares”) will
either be acquired by the trustee of the Share Award Scheme (the
"Trustee”) from the open market or be new shares issued and
allotted to the Trustee under general mandates granted by
shareholders at the general meetings of the Company from time to
time, both of which will be funded from cash contributed by the
Group. The Trustee will hold the Award Shares in trust for the
awardees until such shares are vested with the awardees in
accordance with the provisions of the Share Award Scheme. The
Trustee shall not exercise the voting rights in respect of any shares
held under the Trust.

The Board shall not make any further award of shares which will
result in the aggregate number of shares awarded by the Board
throughout the duration of the Scheme to exceed 10% of the total
number of issued shares of the Company from time to time and shall
not award more than 1% of the total number of issued shares to any
selected participant from time to time.

The vesting of shares awarded to the awardees is subject to
conditions and vesting schedules as determined by the Board in its
sole discretion.

During the year ended 31 December 2017, the Board resolved to
grant share awards in respect of 29,634,959 (2016: 17,030,499) shares
to certain selected participants who are not a director, chief
executive or substantial shareholder of the Company, nor an
associate (as defined under the Listing Rules) of any of them.

The shares granted will be vested in the respective proportions and
on the dates as set out in the relevant letters of grant issued by the
Company. Vested shares will be transferred to the selected
participants at no cost save that transaction fees and expenses will
be payable by the selected participants as transferees.
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25. R RBEHE (2) 25. Share Award Scheme (Continued)
MRiDEENE B RERFHATFENT : Movements in the number of share awards and their average fair
value per share were as follows:
BRYHATE RORBHE
Average
fair value Number of
per share shares award
B
HK$
R-ZE—RF—HA—HBMHARTTE  Outstanding at 1 January 2016 0.10 45,023,579
TR Awarded 0.11 17,030,499
RZE—R"F+=-A=+—HK Outstanding at 31 December 2016 and
—E—+F— B —RH{PRTE 1 January 2017 0.10 62,054,078
R T Awarded 0.20 29,634,959
RZZE—tF+-A=+—H
MARITE Outstanding at 31 December 2017 0.13 91,689,037

HE_Z—tFR_ZE—F"F+_A=1+—
BIEFE @ fiiRE R EE) 2 A E TR
ARABRAD TR B B & < A E (D

) 5t o
26. & &

AEBEANFEMBAFEZFHREBERE

P EBNGABRBEDENZE -
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26.

The fair value of the share awards granted during the years ended 31
December 2017 and 2016 was estimated by using the fair value (i.e.
market value) of the Company’s share closing price at the date of
grant.

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.
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28.

AEBRBEERORIREETES  #
AEMERARE - RENEZAHET A~
E+HEERE -

RAHERL - ARERBE AT HEHEEEH
HRARAZN 2z HeHELRNT

27.

Operating Lease Commitments

The Group leases certain of its shops, office premises and
warehouses under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one to fifteen years.

At the end of the reporting period, the Group had total future
minimum lease payments under non-cancellable operating leases
falling due as follows:

—E—+tF —E—REF
2017 2016
BET T ST T
HK$’000 HK$'000
—FER Within one year 241,692 261,166
FE_FEERF(BFEEREME) Inthe second to fifth years, inclusive 746,773 681,903
AR Beyond five years 214,927 194,107
1,203,392 1,137,176

AN BETEHE 2 KEROMRE - THIRETE In addition, the operating lease rentals for certain shops are based

HE R BEA BRI G RIEHZE
BERHEREE AN EEMETZ2ES
FBIRE - RN ERERMAE M EERHZRR
HER W ERIESFARBERABEMIE
SFAREE S AWE

o

BARERE
RARERL  AEE 2 EARRAED
T

28.

on the higher of a fixed rental and contingent rent based on sales of
these shops pursuant to the terms and conditions as set out in the
respective rental agreements. As the future sales of these shops
could not be accurately determined, the relevant contingent rent
has not been included above and only minimum lease
commitments have been included in the above table.

Capital Commitments
At the end of the reporting period, the Group had the following
commitments for capital expenditure:

—E—+F —ERF
2017 2016
BETT BT T
HK$'000 HKS$'000
BETAEREHR : Contracted, but not provided for:
Y2 - BB k& Property, plant and equipment 2,885 2,473
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30.

31.

136

REReRERME
MEETHFELE2EEEH

29.

Notes to the Consolidated Statement of Cash
Flows

Changes in liabilities arising from financing
activities

RITEK

Bank loan

BT T

HKS$'000

RZZE—+F—H—H At 1 January 2017 10,000

FEZH Interest expense 134

WHBARMERSREZENAFE Interest paid classified as financing cash flows (134)

R-ZE—+F+-_F=+—H At 31 December 2017 10,000
HAREE 30. Contingent Liabilities

RIEZN A BB Harvest Trinity Limited 3L &R
RaES((HEFHEDR_E—=FiTux
e - NARIEGERE B LS EETHK B S
Al 2 BAfE B 3 — A B 7% B & M Harvest Trinity
Limited fEHH B (E - EFEEFR A » Hop Hing Oil
Group Limited R KB A A B4 & DN
EFIETTH A ERIE B R MRS EE o

BREEALRS
BRI BHERLMIBHREZFREALR
HRIERI - AEBRFRF THNEEE
BABXZBS -

31.

Pursuant to the agreement entered into between the Company and
Harvest Trinity Limited for the disposal of the edible oils business (the
"Disposal”) in 2013, the Company undertook to indemnify Harvest
Trinity Limited for further tax liabilities relating to periods prior to the
date of completion of the Disposal. In the opinion of the
management, adequate tax provision had been made by the Hop
Hing Oil Group Limited and its subsidiaries and joint ventures before
the date of completion of the Disposal.

Related Party Transactions

In addition to those related party transactions and balances disclosed
elsewhere in the financial statements, the Group had the following
compensation to key management personnel during the year:

—E—tF —E-RF

2017 2016

BETT BT

HK$'000 HKS$'000

MHIEE®RA Short-term employee benefits 7,053 6,726

R EET Post-employment benefits 152 145

AR R 45 & 7 VAR (D 2 AF Equity-settled share-based payments 1,323 391
MEIEEBASS NS ME  Total compensation paid to key management

personnel 8,528 7,262

EREEME 28— P BEHNMBREN
I8 e
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Further details of directors’ emoluments are included in note 8 to the
financial statements.
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32. RERESHEMIA 32. Financial Instruments by Category
NERARSESH T EAMNEREERT ¢ The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

—E—+HF 2017
TREE Financial assets
BEXRR e
FE UL BRIE ERMEE st
Available-
for-sale
Loans and financial
receivables asset Total
BET T BET T BET T
HK$’000 HK$’000 HK$’000
JE U BR TR Accounts receivable 17,769 - 17,769
SFATENFIE - EE R Financial assets included
Hip el BR1a 2 in prepayments, deposits
SREE and other receivables 76,331 - 76,331
HEthemBEE Other financial asset - 48,019 48,019
RENMREEEY Cash and cash equivalents 641,693 - 641,693
735,793 48,019 783,812
THAE Financial liabilities
R R AR
FIRMESRMERS
Financial
liabilities at
amortised cost
BET T
HK$’000
FETBRIR Accounts payable 153,624
STAHMEMBKRENESERZ Financial liabilities included in other
SRARE payables and accrued charges 165,630
FHRIRITER Interest-bearing bank loan 10,000
329,254
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32. REFIESTHWERMTA(E) 32. Financial Instruments by Category (Continued)
—E—RF 2016
TREE Financial assets
BER K
JE Y FR T8
Loans and
receivables
BT T
HKS$'000
FEUR AR IE Accounts receivable 8,142
FTATENIE ~ Eme Kk Financial assets included in prepayments,
H b e W BR IR deposits and other receivables 63,874
B RESEEY Cash and cash equivalents 537,086
609,102
SRAaE Financial liabilities
R SR AR
TIENERMERE
Financial
liabilities at
amortised cost
BETIT
HKS$'000
JESBRIR Accounts payable 118,422
FTAEMEMRIE R Financial liabilities included in other
EAERAZEREE payables and accrued charges 150,404
FHEIRITER Interest-bearing bank loan 10,000
278,826
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AEEZTESHMT ABREFRRITERNA
EREREHER ZFEMTACEEH
MEBKESRNAREZEE - A5EH
EREMEREERAG  AIMREKRER
LEMBRELEZREREERE HtEKER
B REfteREE  EBNKRR RMEMK
EEEHER -

EEECDHRBASLRSEFEY  BUEE
R EANERE  FFAENTE  Ze hEA
ERERIBZ SREE it ARMENERER
EEERAZERAE FHERTEFRZAF
B RAHBEREERS -

ArEESmIAMES 2 EBREERHME
Rk - HNERRR - EERR  RBE AR
KEmERRR - EE SR EEEA
AR IR 2 BOR - WA o

AR
AEBEE TSN EEFHRRFEELHER

AEBRFHNERFRZBITER - NEE
EYER MR E Y &0 FH ERE BRI

SN ELBR
AEBEEEREBRPERLLE MAK
WEE BRERZHEBEUEN AR
FEITaHE -

EREREERAKBEZINERR - WA
BRERZEAERINERABRETE I

EPRB BT - AN E W AR UL R
SNESSIRIERER - AR ARBEXRKEMES
2 B 5, 2 B R R A AN 5% B s I B A 408 )
(EBRBRT) °

33. Financial Risk Management Objectives and

Policies

The Group's principal financial instruments comprise interest-bearing
bank loan, and cash and short-term deposits. The main purpose of
these financial instruments is to raise finance for the Group's
operations. The Group has various other financial assets and liabilities
such as accounts receivable, other receivables, other financial asset,
accounts payable, other payables and accrued charges, which arise
directly from its investment and operations.

Management has assessed that the fair values of cash and cash
equivalents, accounts receivable, accounts payable, financial assets
included in prepayments, deposits and other receivables, financial
liabilities included in other payables and accrued charges, interest-
bearing bank loan approximate to their carrying amounts.

The main risks arising from the Group's financial instruments are
interest rate risk, foreign currency risk, credit risk, liquidity risk and
commodity price risk. The board of directors reviews and agrees
policies for managing each of these risks, which are summarised
below.

Interest rate risk
The Group's exposure to the risk of changes in market interest rates
relates primarily to the Group’s bank loans carrying floating interest
rates. The Group monitors its interest rate exposure closely and
considers taking measures to reduce significant interest rate
exposure, if necessary.

Foreign currency risk

The Group operates mainly in Hong Kong and Mainland China and
its monetary assets, liabilities and transactions are principally
denominated in Hong Kong dollars, Renminbi or United States
dollars.

The management monitors the Group's foreign exchange exposure
and will consider hedging significant foreign currency exposure
when the need arises.

Given that the Hong Kong dollar is pegged to the United States
dollar, the Group does not have a foreign currency hedging policy
on it. The translation differences arising from fluctuation in the
exchange rate of Renminbi are reflected in the Group’s equity and
profit after tax, where appropriate.
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MBEABEREEERBXK(E)

ShEBe (F)

TRIVRERE PR - B EMERER
TEHERT  ARERRE SN EARE
EXA RN S RSB GURE -

33. Financial Risk Management Objectives and

Policies (Continued)

Foreign currency risk (Continued)

The following table demonstrates the sensitivity at the end of the
reporting period to reasonably possible change in the Renminbi
exchange rate, with all other variables held constant, of the Group's

profit after tax.
ARBER AEBERHEAE
EFHCFER) Flghn, CR2)
Increase/
Increase/ (decrease)
(decrease) inthe Group's
in RMBrate profit after tax
BT T
% HK$’000
—E—+tF 2017
fis S W AR B2 (B If Hong Kong dollar weakens against RMB 5 7,155
fis S W 5 AR FHE If Hong Kong dollar strengthens against RMB (5) (7,155)
—E-RF 2016
i 1 AR (A If Hong Kong dollar weakens against RMB 5 4396
iEr L AREAE If Hong Kong dollar strengthens against RMB (5) (4,396)
EERR Credit risk

REAKBZERR  MEFRERSERBZ
BEFOREIEEERZ - W ARERE
ERBUREBEGES  ARERBAEE &
SEERE LIERESTEKT - FEAR
ZETFETVRBEF /XSHFRIERES
MmeER - ENARERIREZ TP ERE
RAMNARERF  BAKEABPITEEX
SPZEERR -

BRAASEEEREMMAEEERR 2
—HEEEE - RUBWKRME 15HWE -
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Itis the Group's policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis. With such
policies in place, the Group has been able to maintain its bad debts
at a reasonable level. Concentrations of credit risk are managed by
customer/counterparty and by geographical region. There are no
significant concentrations of credit risk within the Group as the
customer bases of the Group's accounts receivable are widely
diversified to a large number of customers.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from accounts receivable are disclosed in note 15 to the
financial statements.



BESEZRERAF
HOP HING GROUP HOLDINGS LIMITED

Bt 75 S R B

Notes to Financial Statements

33. BERERERFERBEGE)

REES AR
AEBEREFEIDESABTALRER
ASERZ AR - RTAEEAEESRT
ARSREE (PIMEREE) RIEEEH
BRETEZHIBRR -

AEEZBRRERERRTESENES
EBEENEARXTE  BUHRFESEE
MMBEEERER T -

RAREHR - RIBEFTORIR I REE
EZASESRBEZIPRRR IR —F -

7 fR B A% EL B
AEBAEEEGRAERAZEERMAEE
4N HAREA NEBERZZERM
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HE - HET—tEFRT—RF+H
=+—RHIEFER  AREEWEFTLEMAR
mOTAET AN s mER BT ES -

33. Financial Risk Management Objectives and

Policies (Continued)

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g. accounts receivable)
and projected cash flows from operations.

The Group's objective is to maintain a balance between continuity of
funding and flexibility through the use of bank loans to meet its
working capital and capital expenditure requirements.

The maturity profile of the Group's financial liabilities as at the end of
the reporting period, based on the contractual undiscounted
payments, was less than one year.

Commodity price risk

The major raw materials used in the production of the Group's
products include beef, chicken meat and pork. The Group is exposed
to fluctuations in the prices of these raw materials which are subject
to global as well as regional supply and demand and other factors.
Fluctuations in the prices of raw materials could adversely affect the
Group's financial performance. The Group did not enter into any
commodity derivative instruments to hedge the potential
commodity price changes during the years ended 31 December
2017 and 2016.
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33. Financial Risk Management Objectives and

Policies (Continued)

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders' value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes for
managing capital during the years ended 31 December 2017 and
2016.

The Group monitors capital using a gearing ratio, which is expressed
as a percentage of interest-bearing bank loan over equity

BAR o NERERK - AFELENT : attributable to equity holders of the Company. The gearing ratios as
at the end of the reporting periods were as follows:
—E—t5F —E—RF
2017 2016
BET T BT T
HK$’000 HK$'000
TESRITEX Interest-bearing bank loan 10,000 10,000
RATIRERE ABEER Equity attributable to equity holders of the
Company 653,810 503,797
AfEtbx Gearing ratio 1.5% 2.0%
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34, Statement of Financial Position of the

Company

Information about the statement of financial position of the

FHH T - Company at the end of the reporting period is as follows:
—E—tF  —TAF
2017 2016
BETT BEETIT
HK$'000 HKS$'000
FEREEE NON-CURRENT ASSETS
KRB AR ZKE Investments in subsidiaries 3,446,843 3,475,462
nBEE CURRENT ASSETS
il NN B Due from subsidiaries 13,746 42,797
TR FRIE & E A B UK AR TR Prepayments and other receivables 1,047 2,787
BHERESEEY Cash and cash equivalents 10,928 391
MENE EBEE Total current assets 25,721 45,975
nEB8E CURRENT LIABILITIES
HAth e ARIE R BT B Other payables and accrued charges 4,406 5,264
T ESRITER Interest-bearing bank loan 10,000 10,000
mE B ERRE Total current liabilities 14,406 15,264
mEEEFE NET CURRENT ASSETS 11,315 30,711
FEE NET ASSETS 3,458,158 3,506,173
R EQUITY
2B TR A Issued share capital 1,007,043 1,007,043
&t (H1at) Reserves (note) 2,451,115 2,499,130
R Total equity 3,458,158 3,506,173
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34, Statement of Financial Position of the

Company (Continued)
et - Note:
RARFEBEZHERAT A summary of the Company's reserves is as follows:
IV SENES
B9 5 B AR G AR REtEsE “eEt
Share-
Share based
premium payment  Contributed Accumulated
account reserve surplus losses Total
BT BT BT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZE—RF—H—H Atl January 2016 3,996,231 8,339 16,674 (1,502,388) 2,518,856
RERF R 2 EWE Profit and total comprehensive
Fk] income for the year - - - 1,121 1,121
VARG HE 45 2 LAREAD Equity-settled share-based
A payments = 4329 = = 4329
—E-RFRARE Final 2015 dividend (note 11)
(Btatin) (25,176) - - = (25,176)
RZZ—RF
+=—A=+—8K At 31 December 2016 and
—T—+tF—H—H 1 January 2017 3,971,055 12,668 16,674 (1,501,267) 2,499,130
AN F & 2 E e Profit and total comprehensive
okl income for the year - = = 1,782 1,782
AR RE4EE 7 PABR (D Equity-settled share-based
A payments = 10,460 = = 10,460
ZEARERERKRE
(Btatin) Final 2016 dividend (note 71) (60,257) = = = (60,257)
RIZE—+F
+=-—A=+—H At 31 December 2017 3,910,798 23,128 16,674 (1,499,485) 2,451,115

RRBZHANBRTIERBEHGRL - K
SEERZREERARSHEEEFRAF
([EBEARDAARAAERZ2EMBA
ADEZEALFREREEERI0TZRN
ZHEER_ZZN\FHA_+HARE
HzEMBH)REARRENB AR 247
ERRERZH  SEABHNSEAT
BA—TTN\F=A+HA ZF8IXHA -

AR R EEERER B ERRITEZE
P Ko £ 28 2 NP (B - FHEA R BTG IRR
24 BRAARM XN Z R 52 SFTHK -
B RS AR R A S ) SRE T
RrERERMEER - N AREERERR
0 82 2 ORI B E R B A o
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The Company’s contributed surplus represents the difference
between the nominal value of shares of HK$0.10 each of the
Company allotted under a reorganisation whereby Hop Hing
Holdings Limited ("HHHL"), the then ultimate holding company of
the Group, became a then wholly-owned subsidiary of the Company,
and the consolidated shareholders’ equity of HHHL and its
subsidiaries as at 25 April 2008, the date on which this reorganisation
became effective. Details of this reorganisation were set out in
HHHL's scheme document dated 14 March 2008.

The share-based payment reserve comprises the fair value of share
options and share awards granted which are yet to be exercised, as
further explained in the accounting policy for share-based payment
transactions in note 2.4 to the financial statements. The amount will
either be transferred to the share premium account when the
related options or share awards are exercised, or be transferred to
retained profits should the related options or share awards expire or
be forfeited.
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Statement of Financial Position of the
Company (Continued)

Pursuant to the Companies Law of the Cayman Islands,
the net amount of reserves distributable to shareholders of the
Company as at 31 December 2017 was HK$2,427,987,000 (2016:
HK$2,486,462,000), the distribution of which is subject to the
condition that, immediately following the date on which the
dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due in the ordinary
course of business.

FEMBE R RIS 35. Particulars of Principal Subsidiaries
RN EERBATZEIBET - Particulars of the Company's principal subsidiaries are as follows:
L, ERITRE/ KRR
£ EMREE R BRREAEE REBDL FEXH
Place of Percentage of
incorporation/ Nominal value of equity
registration issued/and fully  attributable to
Name and operations paid share capital the Company  Principal activities
ARESEEERERAR RBREARES 46509 T 100 REER
Hop Hing Fast Food Group British Virgin Islands US$46,509 100 Investment holding
Holdings Limited
EREIEREZERAR" hEARKME, AR AR 20000007 100 BEEK
Beijing Nanhe Hua Nong Agricultural  People’s Republic of China/ RMB2,000,000 100 Agricultural operation
Company Limited* Mainland China
EREHXREARAE hEARLNE HEA  AR187700007T 100 BEREE
Beijing Yoshinoya Fast Food People’s Republic of China/ RMB18,770,000 100 Fast food restaurant operation
Company Limited* Mainland China
ARREFRRA B BT 100 REEERSE
Champ Base Investments Limited Hong Kong HKS1 100 Provision of management services
AEREREAERDA" hE ARAAME AR 800,000 100 HEREE
Dalian Hexing Fast Food People’s Republic of China/ US$800,000 100 Fast food restaurant operation
Company Limited* Mainland China
RRESEERERERAR  PEARLNE PEAN  ARK20000007T 100 BERERE
Harbin Hop Hing Catering People’s Republic of China/ RMB2,000,000 100 Fast food restaurant operation
Management Limited* Mainland China
BHBRAR BE 751,000,000 7 100 REER
Hawick Limited Hong Kong HK$1,000,000 100 Investment holding
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FEMBATFEE(E) 35. Particulars of Principal Subsidiaries (Continued)
EARI, BRITRE,/ ERA ML
£ AR AEE R BRBRAEE RERIE FEXR
Place of Percentage of
incorporation/ Nominal value of equity
registration issued/and fully attributable to
Name and operations paid share capital the Company  Principal activities
RERETEIAREBRAR ABERRES 17T 100 REEERE
Hop Hing Fast Food China North British Virgin Islands Uss1 100 Provision of management services
Investment Company Limited
REREBRAA BB 7% 7,000,000 7 100 HREEDRS
Hop Hing Fast Food Limited Hong Kong HK$7,000,000 100 Provision of management services
REBHERAT &R BT 100 REEERS
Hop Hing Franchise Limited Hong Kong HK$1 100 Provision of management services
AEREREFRAA BE BT 100 REERRSE
Hop Hing QSR Investments Limited Hong Kong HKS1 100 Provision of management services
WSS REERER hE ARAMEL AR AR 500,0007T 100 HEREE
BRAA
HuHeHaoTe Hop Hing Catering People’s Republic of China/ RMB500,000 100 Fast food restaurant operation
Management Company Limited* Mainland China
RESRREBRAA" hE AR AME, HER 7% 9,100,000 7 100 HEREE
Liaoning Hop Hing Fast Food People’s Republic of China/ HK$9,100,000 100 Fastfood restaurant operation
Company Limited* Mainland China

* RBHEDEGIFEM ZINEBEDRE

BamEmEEERERARIN - EIIME
TEMBAREBARRRBERA - REBE
T2t EF+-A=+—BILFE  AQA
KRB RREIRER DL EEE -

EERR - ERAINZARRMEBARE AR
FEXEHEEATE  JEAEEFEE
ZEERD - MEHEAMHBAR 2 FER
SRBEBRILE °

IR R E R Y
AMBRREHEEFEN T \F=A
=+ B R -
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Registered as wholly-foreign-owned enterprises under the PRC law

Except for Hop Hing Fast Food Group Holdings Limited, all the above
principal subsidiaries are indirectly held by the Company. There was
no change in the percentage of equity attributable to the Company
for the above subsidiaries during the year ended 31 December 2017.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
or formed a substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

Approval of the Financial Statements
The financial statements were approved and authorised for issue by
the board of directors on 27 March 2018.
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Five Year Financial Summary

BERBPAHRFE 2 AEB D FIZBOELE KA A summary of the published results and of the assets and liabilities of the
EEEENRBEMESFHINWOT - Group for the last five financial years is set out below.

BEt-A=1t—-HLEE
Year ended 31 December

“E-+& —TRf —T-HF —T-NE —T-=F

2017 2016 2015 2014 2013
BETIT A% TrT  A%Tn AT BETo
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
£ RESULTS
HERe CONTINUING OPERATIONS
= X Turnover 2,218,323 2091313 2,050,053 2,157,873 2,110,664
RELEEB 218257 Profit from operating activities from
continuing operations 241,540 177,448 94,099 48,284 86,902
AR Finance costs (942) (837) (1,507) (1,389) (2441)
= F S AT Profit before tax from continuing operations 240,598 176,611 92,592 46,896 84,461
FTEHEY Income tax expense (73,246) (51,996) (26,804) (11,531) (18,785)
B SRE L 7 REGEF]  Profit for the year from continuing operations 167,352 124,615 65,788 35,365 65,676
BRIEER DISCONTINUED OPERATION
BRILEREL 2 AFER Loss for the year from a discontinued
operation - - - - (51,696)
KERT Profit for the year 167,352 124615 65,788 35,365 13,980
FElE Attributable to:
ANEIRESE A Equity holders of the Company 167,352 124615 65,788 35,365 13,980
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Five Year Financial Summary

R+=A=t+-H
As at 31 December

B+t —ZT-RF —Z-HF —T-NF =—T-=F
2017 2016 2015 2014 2013
BETT BETT AT BT oL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE ASSETS

ME - BERRE Property, plant and equipment 213,476 188,907 212,409 250,870 301,148
EXEHBEE Deferred tax assets 44,528 34,524 26,789 21263 11,047
BNRERAEERS Prepayments and rental deposits 51,618 47016 45045 44264 50820
REEE Current assets 917,084 710,763 548,103 539,948 467,283
EEAE TOTAL ASSETS 1,226,706 981210 833,246 856,345 830,298

=L LIABILITIES
mEaE Current liabilities 548,145 454245 368879 422825 401,172
EAREER Deferred tax liabilities 24,751 23,168 16433 12,995 11,461
SE4E TOTAL LIABILITIES 572,896 477413 385,312 435820 412633
EEE NET ASSETS 653,810 503,797 447934 420525 417,665
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