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na&m (78

Bank of China Limited

Huzhou Branch

No. 208, Renmin Road
Huzhou City, Zhejiang Province
PRC

LEGAL ADVISER AS TO HONG KONG
LAW

Li & Partners
22nd Floor, World-wide House
Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

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

P. O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE

Stock code: 2226
Board lot: 500

WEBSITE

http://www.hzlaohenghe.com

Honworld Group Limited Interim Report 2018

R EIRITIRD B R A A
RN T 24T

H

ATA N

AR 208 557

BREEE™

SR 2T
HBHIR
IRBRKE 2218

TERODBEETRE

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

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

BERREFETRE

BEPREZFELBRAA]

BB
VAes
ERARER 1835

BRABLAT7E
1712-1716 554

B 13X 5%
&SR © 2226
EE &N : 500

493t

http://www.hzlaohenghe.com



MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW

We are one of the leading manufacturers of condiment products in the
People’s Republic of China (the “PRC” or “China”). We offer high quality
and healthy brewed cooking wine as well as other condiments, including
naturally-brewed soy sauce, vinegar (white vinegar), soybean paste and
fermented bean curd. In the first half of 2018, we attained the following
achievements:

1. “Lao Heng He” was recognized as a well-known trademark in China
by the Trademark Office of the State Administration for Industry and
Commerce;

2. We signed the “Traditional Fermented Food Joint Research Center”
(B4 2t R A FFTH L) project agreement with the School of
Biotechnology of Jiangnan University, aiming at conducting
comprehensive cooperation with School of Biotechnology of
Jiangnan University in research and development of our core brewing
technology. Meanwhile, our technical innovation team was selected
for the “Elite Project” in Nantaihu, Huzhou;

3. We hosted the “Hesong” 2018 China Condiment Industry First
Cooking Wine (Taihu) Summit and released our new soy sauce
product, “Brewed-twice Soy Sauce”;

4. We took the initiative to formulate two distinctive standards for the
production of cooking wines, namely () “Made in Zhejiang Standard”
with brewing as the core process; and (i) brewing standard of the
China Alcoholic Drinks Association. The aforesaid standards are
conducive to the development of cooking wine industry standards
and national standards which will enable our “naturally-produced”
cooking wine products to stand out from other non-brewed
products, in turn enhancing the market competitiveness of our
products.

Affected by the downturn in the industry, the scale advantage of sales
channels in supermarket became less prominent. In the first half of 2018,
most of the Group’s marketing resources continued to be placed in
distribution channel as well as catering and e-commerce channels (the
“New Sales Channels”). Therefore, sales from the New Sales Channels
increased from RMB131.8 million in the first half of 2017 to RMB178.2
million in the first half of 2018, representing an increase of 35.2%. With the
development of the New Sales Channels, the total number of our clients
increased from 1,220 as at 31 December 2017 to 1,358 as at 30 June
2018, representing an increase of 11.3%. Among which, clients from the
distribution channel increased from 1,089 as at 31 December 2017 to
1,255 as at 30 June 2018, representing an increase of 15.2%. Other New
Sales Channels also recorded growth of various degrees.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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As a result of the above, as at 30 June 2018, the Group’s revenue reached
approximately RMB384.9 million (30 June 2017: RMB361.4 million),
representing an increase of approximately 6.5% over the corresponding
period in 2017. Profit attributable to the ordinary equity holders of the
parent was approximately RMB92.2 million as at 30 June 2018 (30 June
2017: RMB82.8 million), representing an increase of approximately 11.4%
over the corresponding period in 2017.

In the first half of 2018, cooking wine, our key product, remained a major
source of revenue, representing 70% of the total revenue (corresponding
period in 2017: 72%). We have a huge base wine stock and continuously
made technological improvements to the production process to enhance
the quality of our “naturally-brewed” cooking wine products. We believe
that the future development of industry standards for “naturally-brewed”
cooking wine products will further strengthen our leading position in the
industry and contribute to a growing market demand for “naturally-brewed”
cooking wine products.

On the other hand, in view of the growing demand from the clients of New
Sales Channels and the anticipated sales growth of soy sauce, rice vinegar,
fermented bean curd and other products, we continue to enhance our
production capacity to diversify the portfolio of condiment products. Our
new plant in Huzhou City, Zhejiang Province is near completion and will be
put into operation in the second half of 2018. We believe that a diversified
portfolio of condiment products can create synergies that facilitate the
penetration of our products to different sales channels.

Our profitability mainly depends on product pricing and our cost of sales,
marketing strategy and the product structure and mix. We are actively
monitoring any potential risk factors that may have impact on our financial
results, and trying to mitigate any increasing costs and expenses with more
efficient operation, higher profit margins and better product mix and sales
channels. The Group faces certain risks in its business development,
including: (1) risk of significant increase in production cost, such as increase
in the prices of subsidiary agricultural products, packaging cost or labour
cost; (2) negative impact on our revenue due to declining customer flow in
the sales channel; (3) the greater-than-expected increase in cost from
market expansion and selling expenses; (4) the possible failure of our new
products to obtain market recognition in the short run; and (5) increasing
complexity of managing sales policies and credit terms due to rapid
expansion of our distributors.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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GOALS AND STRATEGIES

In the second half of 2018, we will continue to follow the strategy of
diversifying our channels, concentrating our marketing resources on market
penetration of all sales channels. We will adhere to a consumer-oriented
sales strategy and focus on providing consumers with safer and healthier
naturally-brewed condiment products of premium quality, so as to achieve
higher customer loyalty to our brand. With the gradual optimization of
distribution channels, our marketing strategy will be shifted from market
development to market penetration. We will have a deeper application of
our current and future core product portfolio, establishing a regional sales
center through allocation of the sharable resources to multiple channels, in
order to fully explore and boost the demand for our products in the existing
markets.

As for implementation of our sales strategy, we will further diversify our
product portfolio and customise different product portfolio according to the
consumption pattern of different regions for ongoing market penetration of
New Sales Channels. On the other hand, we anticipate further growth in
the Group’s revenue through the synergy among diversified channels upon
the establishment of New Sales Channels. More resources are expected to
be allocated to sales channels in supermarket in the second half of 2018.

We will always pay close attention to and actively address any risks that
may come along with growth. We have formulated and optimized our
standardized production system to effectively respond to the launch of
“naturally-brewed” standards at the same time upgraded the information
technology system to cope with the fast expansion of scale of sales. Apart
from that, we will establish a regional sales center to better manage and
provide training to our expanding sales team in a more efficient manner, so
as to better address the possible negative impact on the sales of our
Group’s products brought about by the deficiency of our sales teams. We
will keep improving our credit risk management system to respond to the
complexity of sales policies and credit terms management as a result of the
increasing number of distributors. We will also continue to build an
information sharing platform to strengthen internal communications to
respond to the negative impact on our sales and our distributors, which is
caused by the difference in pricing policy in different geographical locations
that leads to cross-sales of products to other exclusively-authorized
distribution areas.

“LLao Heng He” strives to become the preferred choice of consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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FINANCIAL REVIEW B 7% B R
Overview BME
The key financial indicators of the Group are as follows: AEEFEZHHEEZWNT

Six months ended

30 June Period-to-
BEASA=THLEREAR period
2018 2017 change
—B-\F Tt B D
RMB’000 RMB’000

AR®T T ARET T

Income statement items W= KRER
Sales THEE AR 384,943 361,355 6.5%
Gross profit ESA 199,359 203,930 -2.2%
Profit attributable to owners QAR AEGFE
of the parent 92,219 82,792 11.4%
EBITDA BRAE - B8 - e R R ADE 154,952 143,412 8.0%
Earnings per share (RMB cents) EREFM(ARED)
(Note a) (Mfzta)
— basic and diluted — EARK#EE 14.3 11.2%
Selected financial ratios RIS =
Gross profit margin (%) FEFE (%) 56.4% -8.2%
Net profit margin attributable to FREEE ABRFFIEE (%)
owners of the parent (%) 22.9% 4.8%
EBITDA margin (%) BRAE - I8 - T8 R AT
FE 2 (%) 39.7% 1.5%
30 June 31 December Period-to-
2018 2017 period
—E-N\F —ET—+F change
ANA=+H +tZA=+—H REBE
RMB’000 RMB’000

AR®T T ARET T

Gearing Ratio (Note b) ERAEBHEE(M5ED) 35.4% 35.2% 0.6%

Notes: sk

(@)  Please refer to Note 8 to the financial statements for the calculation of earnings (@)  BEEREFNTE T L - FLHEBHREMES
per share.

()  The Gearing Ratio is based on net debt divided by total equity and net debtas (b)) RZZ—N\FARA=1H EABELRZFES

at 30 June 2018. Net debt includes total debt net of cash and cash BB R FESE  FEHREAEERR

equivalents. Total debt include trade payables, other payables and accruals, S RFEEY BEBHREENEZHE - Hib

interest-bearing bank and other borrowings and other long term liabilities. NS RETIEE st BT REMEREEMR
HEE -

08 Honworld Group Limited  Interim Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Revenue

The revenue of the Group increased by 6.5% from RMB361.4 million for
the six months ended 30 June 2017 to RMB384.9 million for the
corresponding period of 2018, primarily reflecting an increase in sales of
cooking wine products, soy sauce and other products.

Revenue from cooking wine products increased by 3.3% from RMB261.7
million for the six months ended 30 June 2017 to RMB270.4. million for the
corresponding period of 2018. The increase is mainly attributable to
continuous and extensive market penetration of distribution channels.

Revenue from the Group’s soy sauce products increased by 17.5% from
RMB49.1 million for the six months ended 30 June 2017 to RMB57.7
million for the corresponding period of 2018, mainly due to the fact that the
Group has invested more marketing resources in soy sauce products.

Revenue from the Group’s rice vinegar products slightly decreased by 2.3%
from RMB32.3 million for the six months ended 30 June 2017 to RMB31.5
million for the corresponding period of 2018, basically same as the
corresponding period of last year.

Revenue from the Group’s other products increased by 38.1% from
RMB18.3 million for the six months ended 30 June 2017 to RMB25.3
million for the corresponding period of 2018, primarily reflecting the further
growth in the Group’s sales of other products (such as fermented bean
curd) resulting from the deepened penetration of the Group’s distribution
channels.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, increased by 17.9% from RMB157.4 million for
the six months ended 30 June 2017 to RMB185.6 million for the
corresponding period of 2018, mainly due to the combined effect of an
increase in revenue and an increase of cost of raw material (mainly
packaging materials).

Gross Profit and Gross Profit Margin

The Group’s gross profit decreased by 2.2% from RMB203.9 million for the
six months ended 30 June 2017 to RMB199.4 million for the corresponding
period of 2018, and the gross profit margin decreased from 56.4% for the
six months ended 30 June 2017 to 51.8% for the corresponding period of
2018. The decrease in gross profit margin is due to the combined effect of
an increase of cost of raw materials (mainly packaging materials) and lower
proportion of high-end products in total sales.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Other Income and Gains

Other income and gains increased by 37.8% from RMB6.3 million for the
six months ended 30 June 2017 to RMB8.6 million for the corresponding
period of 2018. Other income and gains primarily include government
subsidies received, gains from sales of materials and interest income. The
increase in other income and gains for the period was primarily due to the
increase in government subsidies received.

Selling and Distribution Expenses

Selling and distribution expenses primarily consisted of advertising
expenses, marketing expenses, travelling expenses, and remuneration for
our sales employees. The Group’s selling and distribution expenses
decreased by 25.2% from RMB49.7 million for the six months ended 30
June 2017 to RMB37.2 million for the corresponding period of 2018. The
Group’s selling and distribution expenses as a percentage of the Group’s
revenue decreased from 13.7% for the six months ended 30 June 2017 to
9.6% for the corresponding period of 2018, mainly due to a decrease in the
advertising expenses relating to channel establishment upon the preliminary
establishment of New Sales Channels.

Administrative Expenses

Administrative expenses decreased by 1.0% from RMB37.2 million for the
six months ended 30 June 2017 to RMB36.9 million for the corresponding
period of 2018, mainly due to the fact that the research and development
of improving the technological contents of the manufacturing craftsmanship
and quality of the cooking wine products of the Group have made initial
achievements, resulting in a decrease in research and development
investment. The Group’s future directions of research and development will
focus on the development of new products and new craftsmanship for the
Group’s New Sales Channels. Based on the existing budget of research
and development, the Group is expected to increase its investment in
research and development activities in the second half of the year.

Finance Costs

Finance costs decreased by 0.9% from RMB23.4 million for the six months
ended 30 June 2017 to RMB23.2 million for the corresponding period of
2018, mainly due to a decrease in working capital requirements relating to
channel establishment and production.

Honworld Group Limited Interim Report 2018
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Profit before Tax

As a result of the foregoing, the profit before tax increased by 9.7% from
RMB99.8 million for the six months ended 30 June 2017 to RMB109.5
million for the corresponding period of 2018.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2017: 25%) on the
taxable profits, based on the existing legislation, interpretations and
practices in respect thereof. Pursuant to the approval from the National
Office of Leading Group for Administration of Hi-tech Enterprise
Recognition, Huzhou Laohenghe Brewery Co., Limited (N ZEFMEEER
R A @)) and Huzhou Laohenghe Wine Co., Limited (S ZEFBZE AR
7~ A]), both being wholly-owned subsidiaries of the Company, were
granted the “New and Advanced Technology Enterprise” status and were
entitled to the preferential tax rate of 15% for the three consecutive years
commencing from 2016.

Income tax expenses increased by 1.5% from RMB17.1 million for the six
months ended 30 June 2017 to RMB17.3 million for the corresponding
period of 2018, which was mainly due to an increase in profit before tax.

Earnings per Share Attributable to Ordinary Equity
Holders of the Parent

Basic earnings per share increased from RMB14.3 cents for the six months
ended 30 June 2017 to RMB15.9 cents for the corresponding period of
2018. The increase in earnings per share was attributable to the increase in
profit attributable to ordinary equity holders of the parent.

Net Profit Margin

Net profit margin increase by 4.6% from 22.9% for the six months ended
30 June 2017 to 24.0% for the corresponding period of 2018. The increase
in net profit margin was mainly attributable to a decrease in selling and
distribution expenses as a result of the aforesaid reasons.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S5 smR i (7&)

FINANCIAL AND LIQUIDITY POSITION
Working Capital Management

Prepayments for Non-current Assets

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

Prepayments for non-current assets increased by 25.7% from RMB390.8
million as at 31 December 2017 to RMB491.4 million as at 30 June 2018.
The increase in prepayments for non-current assets was mainly attributable
to our plan to diversify our product structure and expand production
capability of soy sauce and fermented bean curd products in the future, as
well as an increase in prepayment to relevant facility providers and
construction units.

Trade Receivables

Trade receivables primarily represented the receivables for goods sold to
the distributors. Trade receivables turnover days increased from 65 days
for the year ended 31 December 2017 to 81 days for the six months ended
30 June 2018, mainly because the Group was in the channel transforming
period. As such, with the aim to solidify our customer base, the Group
temporarily extended the credit terms of certain customers with intention to
maintain long-term cooperation based on the sales expectation of such
customers.

Inventories

Inventories increased from RMB1,190.0 million as at 31 December 2017 to
RMB1,237.3 million as at 30 June 2018 primarily due to an increase in
work in progress. A substantial part of our inventories were work in
progress, which mainly represented base wine, base soy sauce, semi-
finished soybean paste and fermented bean curd and base vinegar in the
brewing period.

Due to the long production cycle and short sales cycle of cooking wine
products, we need to keep an abundant stock of well-aged base wine to
cope with the rapid sales growth in the future. On the other hand, given the
growing demand from the customer of the New Sales Channels, we have
produced more base soy sauce and base vinegar accordingly during the
period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The Group monitors the level of inventory maintained by its distributors on
a regular basis. The Group’s sales representatives maintain frequent
telephone or email communications with each of its Categories A, B, C and
D distributors, review their monthly inventory reports and visit their
warehouses on a regular basis. The Group’s sales representatives visit its
Category A and B distributors’ warehouses at least every three months to
ensure that they keep optimal stock level and the Group’s products are
sold to end customers within the shelf life. The Group generally expects its
distributors to maintain stock sufficient for 5 to 20 days of supply. In the
event a distributor maintains stocks of more than 20 days of supply, the
relevant sales representatives will assist such distributor in marketing and
promotional activities and suggest smaller sized orders to be placed for the
succeeding periods to minimize excess inventory.

Borrowings

As at 30 June 2018, the Group’s total borrowings amounted to RMB983.0
million (31 December 2017: RMB954.8 million), including finance lease
payables with a carrying amount of RMB102.7 million (31 December 2017:
RMB102.0 million) and bearing fixed interests ranging from 4.79% to 5.99%
per annum.

The Group’s principal sources of liquidity include cash generated from
business operations, bank and other borrowings. The cash from these
sources was primarily used for the Group’s working capital and the
expansion of production capacity. Presently, the Group does not employ
any financial instruments to hedge against the interest rate exposure.

Exchange Risk

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

Liquidity and Financial Resources

As at 30 June 2018, the Group had cash and cash equivalents of
RMB226.6 million (31 December 2017: RMB443.9 million). As at 30 June
2018, the Group had interest-bearing bank and other borrowings of an
aggregate amount of RMB983.0 million (31 December 2017: RMB954.8
million), which were denominated in RMB, repayable within four years and
bearing interests at 4.79% to 5.99% per annum. As at 30 June 2018, the
gearing ratio was 35.4% (31 December 2017: 35.2%).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S5 smR i (7&)

Capital Commitment

Capital commitment as at 30 June 2018 amounted to approximately
RMB197.9 million (31 December 2017: RMB103.6 million), which was
mainly related to the contracts of construction in progress relating to
expansion of the condiment production plant.

Contingent Liabilities

As at 30 June 2018, the Group did not have any material contingent
liability.

Pledge of Assets

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

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

FUTURE PROSPECTS

In the past five years, along with “naturally-brewed” cooking wine standards
within the condiment and cooking wine industry to be announced and
implemented, the Group, as a leading brand with advanced technology in
“naturally-brewed” products, will continue to leverage on our own
advantages in technology, production capacity and lower cost to maintain
a stable and healthy development of our “naturally-brewed” cooking wine
products.

On the other hand, in recent years, with the upgrading of household and
catering consumption, more new products driving consumption and
enhanced health awareness, the consumption expenditure of condiments
per capita will increase steadily, which will promote the overall stable
development of the condiment industry. Under such a general trend, our
“Lao Heng He” products with outstanding brand awareness, modernized
traditional craftsmanship, mature quality control mechanism and perfect
product R&D system will gain more room for development.

In addition to maintaining the leading position of our cooking wine products,
we will endeavor to adhere to our strategy of “Diversified” product structure
and develop organic food so as to meet the diversified market demand for
green, healthy and tasty condiment products. Furthermore, we will also
keep expanding our production capacity, expecting to enhance our overall
profitability by way of economy of scale.
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SUPPLEMENTARY INFORMATION
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SUPPLEMENTARY INFORMATION

Employees & Remuneration Policies

As at 30 June 2018, the Group had a total of approximately 658 employees
(81 December 2017: 618). The employees’ cost (excluding directors’ and
chief executive’s remuneration) of the Group was RMB19.8 million during
the six months ended 30 June 2018 (six months ended 30 June 2017:
RMB19.1 million). The remuneration policies, bonus and training programs
for employees of our Group were implemented continuously according to
the policies disclosed in the Group’s annual report for the year ended 31
December 2017 (the “2017 Annual Report”’) and no change has been
made during the six months ended 30 June 2018.

Use of Proceeds

On 28 June 2016, the Company completed a placing of 60,000,000
ordinary shares of US$0.0005 each at a placing price of HK$6 per share to
Natural Seasoning (Hong Kong) Limited (the “Subscriber”) in accordance
with the subscription agreement dated 2 June 2016 (the “Subscription”).
The Subscription can strengthen the Company’s capital base and financial
position. The Subscriber is a company incorporated in Hong Kong with
limited liability and its principal activity is owning and operating companies
or businesses focused in the condiments market in the PRC. The
Subscriber and its ultimate beneficial owner are independent third parties.
The net proceeds after deduction of relevant expenses (including but not
limited to legal expenses and disbursements) from the Subscription were
approximately HK$356,100,000 (RMB304,507,000), representing a net
price of approximately HK$5.935 (RMB5.08) per share.

As at the report date, the breakdown of the use of net proceeds from the
Subscription are as follows:

Intended use

MREMN
EERHFMBCE

NZZE—N\EXA=Z+H AEEHLELELH658%
BE(ZZE—+tF+-A=1+—8:618%) - A&
ERz T \FRNA=tHIENEANEERAK
(TEREEERERTHRASBHM) AARKE 1088
ET(BE_T—+tFENAZ+THLAEARA: AR
191 B ET) - NEBEEEMF B - AKX
ST B EERBAEERE_ZS—+F+=A
—t—HIEFENFERE(=Z—tEFER
EDPEENHREHTERBEE_T—/\F A=
H /@A I EE) -

Fr&FIR AE

MR-E—XEXAZ+=0 " A2FHREAHLE =
T —XENAZHZREHHE K ANatural
Seasoning (Hong Kong) Limited ([ 2 8 77 |) B &
60,000,000 % &A% 18 0.0005 E T2 LAk - Bl &
BAER6ETL([RBEE]) - RIESWEEMNAAR
NAZEREBRIBRR - REHFE—RKRES
AL ERAR  EXBEKAFAREEF
B T IBARRA R R S TS - BB REEK
ERBEEAGABYE=ZT - MK REEHERAMH
X (BEEATRNEERIRBX)E - FISRIEF
HE 495 356,100,0007% 7T (A R# 304,507,000 7T)
RERBEFENATRBME.935BT(ARE
5.087C) °

-

HEAH REFEMGREFERRFBN

Amount utilised The remaining balance

BERR EBALHE B
(Approximately  (Approximately  (Approximately — (Approximately — (Approximately  (Approximately
HK$ million) RMB million) HKS million) RMB million) HKS million) RMB million)

(hBERETL) (WAEEARY)

(haEREL) (WEEARY)

(hEEET) (WEEBARY)

Expansion of sales network ~ #E A $4E 44 142.4 121.8 142.4 121.8 0 0
Expansion of production BREERE

facilities 1781 152.3 178.1 1562.3 0 0
General working capital —REELE 35.6 30.5 35.6 30.5 0 0
Total wct 356.1 304.6 356.1 304.6 0 0

The Board considered that the net proceeds were applied in accordance

with the intended uses.
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SUPPLEMENTARY INFORMATION (CONTINUED)
fTE N (78

Events After Reporting Period

There are no material subsequent events undertaken by the Company or
the Group after 30 June 2018.

Plans for Material Investments or Capital Assets

There is no future plan for material investments or capital assets as at 30
June 2018.

Interim Dividend

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2018.

Corporate Governance

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

The Company has adopted the code provisions set out in the Corporate
Governance Code (the “Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) since the Listing Date as its own code to govern its corporate
governance practices. The Board also reviews and monitors the practices
of the Company from time to time to maintain and improve the high
standard of corporate governance practices.

Save for the deviations explained below, the Company has complied with
the Code for the six months ended 30 June 2018.

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

During the six months ended 30 June 2018, the positions of the Chairman
and the CEO of the Company are held by Mr. Chen Weizhong. Although
this deviates from the practice in provision A.2.1 of the Code, where the
two positions should be held by two different individuals, Mr. Chen has
considerable and extensive experience in the cooking wine industry and
management in general. The Board believes that it is in the best interest of
the Company to have an executive chairman so the Board can benefit from
his knowledge of the business and his capability in leading the Board in
discussing the strategy and long-term development of the Group.
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SUPPLEMENTARY INFORMATION ((%%)% TIIJ\rI}J(ED

From a corporate governance point of view, the decisions of the Board are
made collectively by way of voting and therefore the Chairman should not
be able to monopolize the voting result. The Board considers that the
balance of power between the Board and the senior management can still
be maintained under the current structure. The remuneration committee
and nomination committee of the Board also regularly review the structure
and composition of the Board and will make appropriate recommendations
to the Board regarding any proposed changes.

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

Model Code for Securities Transactions

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

Upon specific enquiry, all the Directors confirm that they have complied
with the Model Code during the six months ended 30 June 2018. In
addition, the Company is not aware of any noncompliance of the Model
Code by the senior management of the Group during the six months ended
30 June 2018.

Change in Corporate Positions

With effect from 29 January 2018, (i) Ms. Zhao Yagin has resigned as the
Financial Controller; and (i) Mr. Liu Chuanli has been appointed as the
Financial Controller.

Audit Committee

The audit committee of the Company (the “Audit Committee”) is
comprised of three independent non-executive Directors and one non-
executive Director, namely Mr. Ng Wing Fai (chairman), Mr. Shen
Zhenchang, Mr. Sun Jiong and Ms. Qian Yinglan.

The primary duties of the Audit Committee are to assist the Board by
providing an independent view of the effectiveness of the financial
information, financial reporting system, internal control and risk
management system of the Group, to oversee the audit process, to
develop and review the Group’s policies and to perform other duties and
responsibilities as assigned by the Board. The Audit Committee has
reviewed the accounting principles and policies adopted by the Group
together with the management and discussed auditing, internal controls
and financial reporting matters.
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SUPPLEMENTARY INFORMATION (CONTINUED)
fTE N (78

INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVES IN SECURITIES

As at 30 June 2018, the interests or short positions of the Directors, the
chief executives of the Company (the “Chief Executives”) and their
associates in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporations”), which (a) were required to be notified to the Company
and the Stock Exchange pursuant to Division 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to
have under such provisions of the SFO); or (b) were required, pursuant to
section 352 of the SFO, to be recorded in the register referred to therein; or
(c) were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:

Interests in Shares and underlying Shares of the
Company as at 30 June 2018

EERESTRAERESZHN
B
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AR ZIGFTALE A 23X (o) IRIBFETRIZA
HMEARRR MBI PAHERSIORRIT

RZZB-NFRA=ZT+THREATRMD
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Approximate

Number of percentage of

shares or the Company’s

underlying issued share

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

BENRGR HARTE&IT

ESHE BE/KE ERER HERAHE REANBOEIL

Chen Weizhong Long Position Interest of a controlled 281,860,750 48.70%
BER 17 A He corporation (Note)
R EE R (M ET)

Beneficial interest 362,500 0.06%

Bt

Note:  These shares are held by Key Shine Global Holdings Limited (‘Key Shine”).  f/i# : % % 8 {5 B Key Shine Global Holdings Limited

The entire issued share capital are held by Chen Weizhong. Chen Weizhong ([Key Shine|) #548 o 2382 21T I AR 1 BR G

is deemed to be interested in the shares held by Key Shine under the SFO. BRE - REEHFRBAEGKL  RESKERAR

Key Shine FTis B & R B % o
Save as disclosed above, as at 30 June 2018, none of the Directors, the B EXpriEEZEEN  R_ZE—N\FA=1+H " #

Chief Executives nor their associates had registered an interest or short
position in the shares, underlying shares or debentures of the Company or
any of its associated corporations that was required to be recorded
pursuant to section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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SUPPLEMENTARY INFORMATION ((%%)% TIIJ\rI}J(ED

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SECURITIES

So far as is known to any Director or chief executive of the Company, as at
30 June 2018, the following corporations/persons (other than the Directors
or chief executive of the Company) had interests or short positions in the
shares and underlying shares of the Company as recorded in the register
required to be kept by the Company under section 336 of the SFO, as
being directly or indirectly interested or deemed to be interested in 5% or

more of the issued share capital of the Company:

Long positions in the Shares and underlying Shares of =

FTERRREFNEDR

BIEMESHAR

—N\FRNA=Z+8 " THEBRAL(T
IARAEEITHRAB)RARFIREBES AR
BT ELRMTERHARRRRN
RABRGO P HEEERSOAE - BEESNEEEA K
WRRHEAARNEIEEITRAS% A EiEs

15401 35 336 15

BlEREITHRABMA

a%é%

E-NEXRAZTHEREQXTRS

the Company as at 30 June 2018 RAEERONEFE
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
EARAT
BERAH ERITRE
Name ®E ERME HERGEE BAF O
Key Shine® Key Shine® Beneficial owner 281,860,750 48.70%
E=mEEA
Ms. Xing Liyu® MHELZLO Interest of spouse 282,223,250 48.70%
EER
China Construction Bank PEEERITRMO AR RA®  Person having a security 235,424,000 40.68%
Corporation® interest in shares
BEROERERHOAT
Central Huijin Investment Ltd.® PRESRERTARY Person having a security 235,424,000 40.68%
interest in shares
BEROERERHOAT
Hwabao Overseas Markets EE IFINIHIRE 29 ARY|  Beneficial owner 72,625,000 12.55%
Investment No. 2 QDII Single 32-8HIQDI E—E {57 E=mEEA
Unit Trust Plan 32-8° IR
Chongaing Zhongxin Rongbang EEPHRBRESL Interest of a controlled 72,625,000 12.55%
Investment Center (BRAE)D corporation

(Limited Partnership)®

R E s
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SUPPLEMENTARY INFORMATION (CONTINUED)
fTE N (78

Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital™
¥ NG|
BERBH ERTRAK
Name BE BHEtE HERHEE BB
Chongaing Zhongxin EETHBERERARAFSO  Interest of a controlled 72,625,000 12.55%
Rongchuang corporation
Investment Limited® X EE R
China Innovative Capital hETREIER Interest of a controlled 72,625,000 12.55%
Management Limited® ERBRARL corporation
X EERR
Beijing Zhonghai Jiacheng I RPEBRHER Interest of a controlled 72,625,000 12.55%
Capital Management Limited® EEERATO corporation
X EERR
Mr. Xie Zhikun® FREREED Interest of a controlled 72,625,000 12.55%
corporation
X EERR
Natural Seasoning International Natural Seasoning Beneficial owner 60,000,000 10.37%
(HK) Limited (formerly known as International (HK) Limited ERBBA
China Seasoning International (17 China Seasoning
(HK) Limited)® International (HK)
Limited) ©
Natural Seasoning International Natural Seasoning Interest of a controlled 60,000,000 10.37%
Limited (formerly known as International Limited corporation
China Seasoning International (17 China Seasoning ZIEEE RS
Limited)® International Limited ) ©
Lunar Capital Partners IV LP® Lunar Capital Partners IV LP® Interest of a controlled 60,000,000 10.37%
corporation
R EERER
Lunar Capital Partners IV GP, LP®  Lunar Capital Interest of a controlled 60,000,000 10.37%
Partners IV GP, LP® corporation
R EERR
LCM-IV General Partner Ltd.© LCM-IV General Partner Ltd.®  Interest of a controlled 60,000,000 10.37%
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SUPPLEMENTARY INFORMATION ((%%)% TIIJ\rI}J(ED

Save

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 30 June 2018.

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

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

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

These shares are held by Hwabao Overseas Markets Investment No. 2 QDII
Single Unit Trust Plan 32-8 (F£ 5 o IRHNTI518 & 257 £ 71 32-8 QDI B — &
4 12 5 5t &) (“‘Hwabo Trust’), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (EE P # BB EH L (B
R & #)) (“Chongqing Zhongxin (LLP)”), which is managed by Chongging
Zhongxin Rongchuang Investment Limited (B & #T g &l 18 € G R 2 7))
(“Chongqing Zhongxin”). Chongqging Zhongxin is controlled by China
Innovative Capital Management Limited (# #7828 & AN E 2 5 R A 7]) (“China
Innovative Capital”), as to 95.00%. China Innovative Capital is controlled by
Beijing Zhonghai Jiacheng Capital Management Limited (1t 5 1 i 52 35 & 7 &
I HPR A F)) (“Beijing Zhonghai Jiacheng”), as to 99.98%. Beijing Zhonghai
Jiacheng is controlled by Mr. Xie Zhikun as to 99.00%. By virtue of the SFO,
each of Mr. Xie Zhikun, Beijing Zhonghai Jiacheng, China Innovative Capital,
Chongqging Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

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

as disclosed above, as at 30 June 2018, there were no other

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

Br BRI EEE N R

BREAD L DERRARR = )\i/\ﬂ +H

#)578,750,000 A% 2 3517 B u+
HEBHITRAHBREDLES

Key Shine #) % EE

A -

MMELLRRESKENES - RIBESFLHE
15+ FBA) E 22 3RAR A BRI A P A A 40 o
BERRED A /M -

Key Shine Global Holdings Limited #5 235,424,000
A BIR T B RZRRITRHBRDF - (ERE
8% Key Shine Global Holdings Limited Fr 277 = #
I - FRERRITROARAFTAFRESK
BERBETRABEBNSTI1%ER - Bt - hR
ESIREAREEQRWE AN T EEZRIRITRG

HR A BFTHEE 235,424,000 AR A& 10 A HE o

ZERMAEE « HINMIH LA 25 £532-85
QDIE—& &=t ((#EEET])3E - &t
HEERHBARERL(ERER) ([EEFH(F
REB)DET mMEETH(BRAZ)HEEF
HRAREBRAR([EEPHEE - EBFH
ATPHBEEATEARAR ([hHBMAIEAR]) 2
#95.00% WAz o F AL AIE AB 1L R85 H
BEAEEARAA([RPEEHR]) 1£H99.98%
B MRS o db R 57 o BB 3R B4R St AR 1 11 99.00%
i o RIBEES KRGS - BEHELE bR
PR PHREER  EEFHLEETH(E
REB)HUIWRBREEETMFERDTHEE

5o

% % % 19 £ Natural Seasoning International (HK) Limited
#7 ° Natural Seasoning Intemational (HK) Limited /2 Natural
Seasoning International Limited K1 B # 2 EHIB A7)

i Natural Seasoning International Limited & — 5 i 5
BEZESEMAZAABR AR - WA Lunar Capital
Partners IV LP# B A#85 # %  Lunar Capital Partners
\Y LP(—%%%%%%’&%E@H&A%mi) T Lunar
Capital Partners IV GP, LP(1E Al — LB A EZ A)
&P [ Lunar Capital Partners IV GP, LP 8] i§ LCM-IV
General Partner Ltd. ({E A —Z@BABA)EE - R
B EH R HE KM LOM-IV General Partner Ltd.

Lunar Capital Partners IV GP, LP * Lunar Capital
Partners IV LP } Natural Seasoning International
Limited ¥4 18 & 7 Natural Seasoning International (HK)
Limited FTH5 A IR (5 #6125 o

T \FAA=TA #@

EmEAMER AL (TEEEEXARAFKSTH
AB)RARBIREE 7 M B (5 H 5 336 R 7AH

e E

SRR BN AR R AR A

IR E °
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SUPPLEMENTARY INFORMATION (CONTINUED)
fTE N (78

Arrangements to purchase shares or debentures

At no time during the six months ended 30 June 2018 was the Company,
its holding company, or any of its subsidiaries, a party to any arrangement
to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debt securities including debentures of the Company or any
other body corporate.

AUDIT COMMITTEE

The Audit Committee of the Company is comprised of three independent
non-executive Directors and one non-executive Director, namely Mr. Ng
Wing Fai (chairman), Mr. Shen Zhenchang, Mr. Sun Jiong and Ms. Qian
Yinglan.

The primary duties of the Audit Committee are to assist the Board by
providing an independent view of the effectiveness of the financial
information, financial reporting system, internal control and risk
management system of the Group, to oversee the audit process, to
develop and review the Group’s policies and to perform other duties and
responsibilities as assigned by the Board. The Audit Committee has
reviewed the accounting principles and policies adopted by the Group
together with the management and discussed auditing, internal controls
and financial reporting matters including the review and pass of the Group’s
unaudited interim condensed consolidated financial statements for the six
months ended 30 June 2018.

REMUNERATION COMMITTEE

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

NOMINATION COMMITTEE

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

SUFFICIENCY OF PUBLIC FLOAT

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

Honworld Group Limited Interim Report 2018
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF PRQFIT OR LOSS
PHARSBRGZEEm

For the six months ended 30 June 2018 &= —Z— /\5F/X A 7+ =] delﬂ

Six months ended 30 June

BEANA=THIEANEAR

2018 2017

—E-N\F —E—+tF

Notes RMB’000 RMB’000
PEE AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) CRigE®Z)

REVENUE WA 4 384,943 361,355
Cost of sales SHE A (185,584) (157,425)
Gross profit E7 199,359 203,930
Other income and gains Ha A KWz 4 8,621 6,256
Selling and distribution expenses SHE RASIHR X (37,116) (49,658)
Administrative expenses THFAX (36,874) (37,242)
Other expenses EMfx (1,264) (23)
Finance costs & R AN 6 (23,205) (23,425)
PROFIT BEFORE TAX BrB A1 A 5 109,521 99,843
Income tax expense s HiM = 7 (17,302) (17,051)
PROFIT FOR THE PERIOD HRFE 92,219 82,792
Attributable to: TH AT REL

Owners of the parent [SYNSIETZPN 82,792
EARNINGS PER SHARE ATTRIBUTABLE BATEBREZEEA

TO ORDINARY EQUITY HOLDERS OF EihEERER

THE PARENT
Basic and diluted EARREEE 8 G ERFCETEN  RVB14.3 cents

AR¥15.95 ARB143 5

ZEMBEARLAR —T—N\FHEHRE 23



INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME
PHIBAGRSEBNmE

For the six months ended 30 June 2018 i Z —F— N\F XA =1 B 1L/~ B

Six months ended 30 June

BEAA=ZTHILEAREAR

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
ARBT T ARBTT
(Unaudited) (Unaudited)

(RBEX) CRigE®Z)

PROFIT FOR THE PERIOD HA o U 82,792
Other comprehensive income/(loss) to be REZBEERIBEZERN

reclassified to profit or loss in subsequent Hib 2wz (EE) :

periods:

Exchange differences on translation of foreign BERINERRER =58

operations (6,785)

TOTAL COMPREHENSIVE INCOME FOR MAzEKEAE

THE PERIOD 76,007
Attributable to: THIATRES -

Owners of the parent [SYNSIETF-DN 76,007
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION
PHARG AR & BB iAR &=

30 June 2018 = E— N\FENHA=+H

30 June 31 December
2018 2017
—E-N\F —E—+tF
RNA=+H +=ZA=+—H
Notes RMB’000 RMB’000
B 5T ARBT ARBETTT
(Unaudited) (Audited)
(REEZR) (e ®z)
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - BB NERE 10 950,251 938,404
Prepaid land lease payments JE LA E FUE 11 52,612 53,249
Other intangible assets HihmE & E 414 414
Prepayments for items of property, Y . R NEEE B NIENIE
plant and equipment 491,376 390,744
Deferred tax assets EERIEEE 2,360 2,254
Total non-current assets FRBEERE 1,497,013 1,385,065
CURRENT ASSETS REEE
Inventories e 12 1,237,266 1,189,931
Trade receivables FEUNE 518 13 217,755 129,547
Prepayments, deposits and other receivables & {3018 ~ 32 & N B b fE U 2008 14 266,045 191,271
Pledged deposits BEIRIRFER 15 77,606 76,047
Cash and cash equivalents Re RESEEY 15 226,620 443,893
Total current assets REBEEHAE 2,025,292 2,030,689
CURRENT LIABILITIES REBERE
Trade payables BT E S 3IE 16 140,129 153,539
Other payables and accruals Hh e E ezt B 17 109,969 85,628
Interest-bearing bank and other borrowings £+ /5 8877 R A& 5% 18 774,921 892,555
Tax payable BT IA 37,639 28,168
Total current liabilities mENEERAE 1,062,658 1,159,890
NET CURRENT ASSETS REBEETFE 962,634 870,799
TOTAL ASSETS LESS EERERRBEE
CURRENT LIABILITIES 2,459,647 2,255,864

ZEMBSEARLAR —T— \FhBRE
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION (CONTINUED)
chHEARS B4R & Bl AR iR % (48)

30 June 2018 —ZE— \FRA=+H

30 June 31 December

2018 2017
—E-N\F —E—+F
ARB=tH TZH=+—H
Notes RMB’000 RMB’000
Bt EE ARBT T ARBTT
(Unaudited) (Audited)
(RBER) (F&ER)
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank and other borrowings &+ 2 R17T R HME R 18 208,112 62,254
Other long term liabilities HEtRAEE 20 137,106 137,179
Deferred tax liabilities EERIEEE 24,467 22,592
Total non-current liabilities FRBAEELE 369,685 222,025
Net assets EEBE 2,089,962 2,033,839
EQUITY Em
Equity attributable to owners BAREE AELER
of the parent
Share capital i 21 1,767 1,767
Reserves B 2,088,195 2,032,072
Total equity EREE 2,089,962 2,033,839
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CHANGES | IN N EQUITY
PHIBPG SRR ZANR

For the six months ended 30 June 2018 Eizi T\ /\i, <A er B 1E751E A

Attributable to owners of the parent
BRRREAELR

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

At1 January 2018 (Audited)
Profit for the period

Other comprehensive income for the period: SR E 1 2 E i :

Exchange differences on translation

R-E-N\F-F-H(BEH) , ! (1,000) | 24262 10612 1,056,507 2,033,839
B - 92219 92219

REBIRBOELZR

of foreign operations
Total comprehensive income BncENELE
for the period - 93,740
Final 2017 dividend declared (rote 9 BER=F-tERBIRE (H0) 37,619 (37617)
At 30 June 2018 (Unaucited) RZE-N\FRA=TR(XEER) ; 8o70r1* (1,000 7,008  24262°  1213%* 1,148726* 2,089,962
* These reserve accounts comprise the consolidated reserves of * NRZE—NFRNA=Z1TH  ZEHEELPREES
RMB2,088,195,000 in the consolidated statement of financial position as at B AR R ARAR A& i AR 2,088,195,000 7T °

30 June 2018.

ZEMBSEARLAR —T— \FhBRE
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY (CONTINUED)
PHIBRGOERZINE (18)

For the six months ended 30 June 2018 &= —Z— \F/;NA=+H L/~ E A

Attributable to owners of the parent

BRAEE AL
Statutory  Exchange
Issued Share Merger Capital surplus  fluctuation  Retained Totdl
capital  premium reserve resenve reserve reserve profits equity
EE B

BRIEA  ROEE oHERE A1EE EBRE RBEE RENE  BR4E
RVBOOD  RMBOOO  RMBOOO  RMBOOO  RMBOOD  RMBOOD  RMBOOO  RMBO0
AERTT ARBTR ARRTR ARMTR ARBTR ARETT ARRTR ARETR

At 1 January 2017 (Auclted) R-B-+E-f-H(8%H) 1767 78358 (10000 7003 19961 23887 874083 1902009
Proftt for the period BRI - - - - - - 82792 82792
Other comprehensive income for the period: B3R E 46 2 U :

Exchange differences on translation BEENERNERES

of foreign operations - - - - - 6,785) - (6,785)
Total comprehensive income BncENELE
for the period - - - - - b8y 82792 76007
Final 2016 dvidend declared BER-S— ERERE - (41670 - - : - - 41670
At 30 June 2017 (Unaudited) RZE-+FAA=TR(FEER) 1767 934888 (10000 7003 19961 17,102 956825 1936346
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

P HARSER

mOIREMER

For the six months ended 30 June 2018 = —Z— \FA=1+H delﬂ

Six months ended 30 June

BEAA=ZTHILEAREAR

2018 2017
—E-N\F —tF
Notes RMB’000 RMB’000
Bt EE ARBT ARBETTT
(Unaudited) (Unaudited)
(REEER) (REEFEZ)
CASH FLOWS FROM OPERATING RETHNRERE
ACTIVITIES
Profit before tax i 7 A1 KRS 109,521 99,843
Adjustments for: BT BIBFE
Finance costs RUE R AR 6 23,205 23,425
Interest income F B U A 4 (883) (1,785)
Depreciation E 10 21,589 19,536
Amortisation of prepaid land TR T E IR
lease payments 11 637 608
154,069 141,627
Increase in inventories FEEM (47,335) (140,981)
Increase in trade receivables I E 5 F I8 (88,208) (36,328)
(Increase)/decrease in prepayments, TEMFUE - e R EAm
deposits and other receivables FEM R IE (32 00) (74,774) 1,362
Decrease in trade payables JERTE SRR (13,410) (36,491)
Increase/(decrease) in other payables H b pE (308 R EETIE H
and accruals A0 CRiA) 10,143 (25,081)
Decrease in other long term liabilities HEmRBAAERD (73) (74)
Cash used in operations ARKELNIRS (59,588) (95,966)
Interest received B U & 883 1,785
Interest element of finance lease rental BEMHERSNRNFEZHD
payments (2,026) (1,064)
PRC tax paid B ERIA (6,063) (21,272)
Net cash flows used in operating activities REEFHNFEERE (66,794) (116,517)
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS (CONTINUED)
PHIGHG SR EIMEX (58)

For the six months ended 30 June 2018 &= —Z— \F/;NA=+H L/~ E A

Six months ended 30 June

BEXA=+THLXEA

2018 2017
—E-N\F I
Notes RMB’000 RMB’000

PEE ARBTR ARBTT
(Unaudited) (Unaudited)
(REER) (REEZ)

Net cash flows used in AREEEHNFRERE
operating activities (66,794) (116,517)

CASH FLOWS FROM INVESTING RETHNRERE

ACTIVITIES
Prepayment for property, plant AR - BB M HEIEEB MR

and equipment (100,632) (38,478)
Purchases of items of property, IWEEYI % - BE MERIETEE

plant and equipment (55,449) (57,658)
Addition in prepaid land lease payment  TE1 - Hb FH & ZIFHE N = (3,582)
Decrease/(increase) in time deposits EEF SR, (38 h0) (1,559) 83,668
Net cash flows used in investing activities RIS & EFHHEIR SR E (157,640) (16,050)

CASH FLOWS FROM FINANCING RETHNRERE

ACTIVITIES
Addition in interest-bearing bank and AT BRI T R EAMER

other borrowings 403,310 438,610
Repayment of interest-bearing bank BETERITREMER

and other borrowings (375,760) (420,110)
Capital element of finance lease MERERSMFKNELID

rental payments (19,326) (14,082)
Proceeds from finance leases BLEFHESRIE 20,000 -
Interest paid SENpAEEN (22,584) (22,782)

Net cash flows from/(used in) financing KEe /(AR REESEHERE

activities (18,364)
NET DECREASE IN CASH AND RERBEEEVHI EHE

CASH EQUIVALENTS (218,794) (150,931)
Cash and cash equivalents at beginning  Hi¥IR& RIS EEY

of the period 443,893 291,815
Effect of foreign exchange rate ERFHT LR

changes, net 1,521 (6,785)
CASH AND CASH EQUIVALENTS AT HiRBERBELSZEEY

END OF THE PERIOD 15 226,620 134,099
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1.

NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS
P HAR BA 5 © B 15 i = B 5

CORPORATE INFORMATION

Honworld Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 December 2012 as an exempted company
with limited liability under the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman lIslands. The
Company’s registered office address is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. In
the opinion of the directors, the holding company and the ultimate
holding company of the Company is Key Shine Global Holdings
Limited, which was incorporated in the British Virgin Islands (“BVI”).

The Company is an investment holding company. During the six
months ended 30 June 2018, the Company and its subsidiaries
(collectively known as the “Group”) were principally engaged in the
manufacture and sale of condiment products under the brand name
of “Lao Heng He” in the People’s Republic of China (the “PRC”).

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

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

Basis of preparation

The unaudited interim condensed consolidated financial statements
of the Group for the six months ended 30 June 2018 (“the period”)
have been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing of
Securities on the Stock Exchange (“the Listing Rules”) and
International Accounting Standard 34 “Interim Financial Reporting”
issued by the International Accounting Standards Committee.

These unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements for the year
ended 31 December 2017.

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

ZENBEAR AT

30 June 2018 ZZE— N\FExHA=+H

NEEH
ZEMBEBRAR(EAQAT NN =_T—=
F+_AMNBREAEHSENE2E(A
AUEY (—AAR—FE=ZFEN - Kiga kg
s ERERSTMA I AEREER AT
AN A T ET ¥ = R Hb HE /& Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands ° & £
R RATERA B RELER D E TR &
BEZHS(REELZES MK
Key Shine Global Holdings Limited °
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERE B %R © B #5 ¥R = Bid 5 (7@

30 June 2018 —ZE— \FERA=+H

2. BASIS OF PREPARATION AND 2. MEEERSTEER @

ACCOU NTI NG POLICI ES (Continued)

Significant accounting policies

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s audited consolidated
financial statements for the year ended 31 December 2017, except
for the adoption of new standards and interpretations effective as of
1 January 2018. The Group has not early adopted any other
standard, interpretation or amendment that has been issued but is
not yet effective.

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

Changes in accounting policies and disclosures

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers

Amendments to IFRS 15 Clarifications to IFRS 15 Revenue
from Contracts with Customers
Foreign Currency Transactions
and Advance Consideration
Classification and Measurement of
Share-based Payment Transactions
Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts

IFRIC 22

Amendments to IFRS 2

Amendments to IFRS 4

Amendments to IAS 40 Transfers of Investment Property

Annual Improvements to
IFRSs 2014-2016 Cycle

Amendments to the following two IFRSs:
— IFRS 1 First-time Adoption of
Hong Kong Financial Reporting
Standards
— |IAS 28 Investments in Associates
and Joint Ventures

Other than as further explained below, the directors do not anticipate
that the application of the new and revised IFRSs above will have a
material effect on these interim condensed consolidated financial
statements and the disclosure.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

ChHATG BA

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

Changes in accounting policies and disclosures
(Continued)

IFRS 15

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue
and related interpretations and it applies to all revenue arising from
contracts with customers, unless those contracts are in the scope of
other standards. The new standard establishes a five-step model to
account for revenue arising from contracts with customers. Under
IFRS 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 standard requires entities to exercise judgement, taking into
consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers.
The standard also specifies the accounting for the incremental costs
of obtaining a contract and the costs directly related to fulfilling a
contract.

The Group adopted IFRS 15 using the modified retrospective method
of adoption and it elected to apply that method to only those
contracts that were not completed at the date of initial application.
The comparative information for each of the primary financial
statements would be presented based on the requirements of IAS 18
and related interpretations.

The Group has concluded that revenue from sale of its products
should be recognised at the point in time when control of the assets
is transferred to the customer, generally on delivery of these
products. Therefore, the adoption of IFRS 15 did not have an impact
on the timing of revenue recognition. The impact on the amount of
revenue to be recognised was further explained below.

Advances from customers

Advance payment is sometimes required for the sales to customers.
Prior to the adoption of IFRS 15, the advance payments from
customers was recognised in the statement of financial position as
“Advances from customers” within the account “Other payables and
accruals”. Upon the adoption of IFRS 15, the Group reclassified the
advance payments from customers to “Contract liabilities” within the
account “Other payable and accruals”.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINA’NCIAL STATEMENTS (CONTINUED)
P HARS BR %R & B S R by 5F (78)

30June 2018 —E—N\FRHA=+H

34

3. OPERATING SEGMENT

INFORMATION

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

° the food segment that manufactures and sells condiment
products

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

AEBT2NEFRMNEERBEEERD -
HEEMS  ARENE -EBELEL
BE—ErR2mEE DM -

o HEENHEFKRMNRRNE

HRAEEZ2HBBABRERNRFENES
HEREEMR  BASERARBMNIERDE
FE LA B - S 2 51 B B R i
A 8R4 & 0 AP AR FE RV I B Y -

Information about major customers ERTEEF2EHR
Revenue amounting to 10 percent or more of the Group’s revenue T%ﬁ;ﬂjaif E—N\FEARNA=1TBIENE

derived from sales to a single customer for the six months ended 30
June 2018 is set out in the following table:

AR AR B WA 0% 3 A B 1E R E P PR
Ei%%ki

Six months ended 30 June
BZAA=1tHIEAEA

2018 2017

—E2-N\F —T—+F

RMB’000 RMB’000

ARET R AR®EFTT

(Unaudited) (Unaudited)

(REEZR) (REEFEZ)

Customer X EPX 53,122
Customer Y ®PY 47,026
Customer Z BEZ 36,881
137,029

*

Revenue from the customer did not exceed 10% of the Group’s
revenue for the reporting period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS BR &R & B 5 ¥ R P 5T (48

30 June 2018 = E— N\FENHA=+H

4. REVENUE, OTHER INCOME AND 4. WA - Htt gt A R K&
GAINS
Revenue, which is also the Group’s turnover, represents the net WA (TREIAREB LX) IEMBERERE
invoiced value of goods sold, after allowances for returns and trade LESTHENELEREEFE - AEEH
discounts. An analysis of the Group’s revenue, other income and WA~ B A R UGz ST -

gains is as follows:

Six months ended 30 June
BZAA=1THILEAEA

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000

ARBT T AR®EFTT
(Unaudited) (Unaudited)
(RRER) (REEZ)

Revenue WA

Sales of condiment products HE T R 384,943 361,355

Other income and gains Hig A R Wz

Subsidy received A 2,729

Interest income FLEWA 1,785

Exchange gain b 5 Yz 1,541

Gain from sale of materials MRHEE = 112

Rental income HAERA 86

Others HAtb 3
6,256
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ShHARS BR %n & B 15 ¥R R Bid 5 (48)

30June 2018 —E—N\FRHA=+H

5. PROFIT BEFORE TAX 5. BREATFE
The Group’s profit before tax is arrived at after charging/(crediting): REBBBRFE&MNE,/ (Gt A) T3 &
15 :

Six months ended 30 June

BEAA=THILEAREAR

2018 2017
—E-N\F e S
RMB’000 RMB’000

ARET ARBTT
Notes (Unaudited) (Unaudited)

BT (REBER) (REEZ)
Cost of inventories sold EHFERA 185,584 157,425
Depreciation e 10 21,589 19,536
Amortisation of prepaid land lease payments  # $578f + #F8 E 3718 11 637 608
Minimum lease payments under operating KL HEBE THREHE
leases B 958 1,405
Auditor’s remuneration ZHENN & 350
Employee benefit expenses EERAIRZ
(excluding directors’ remuneration): (TEEEEM:) :
Wages and salaries TERH® 16,762
Pension scheme contributions IRIREFTEIEER 2,381
19,143
Foreign exchange loss/(gain), net 0 3 E5 18, (Weas) /358 (1,541)
Donations BR —
Research and development costs Tift 7T £ A B AR AN 19,838
6. FINANCE COSTS 6. BMEMA
Six months ended 30 June
BEANA=Z+THILEAEA
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
ARETT AREETFTT
(Unaudited) (Unaudited)
(REBER) (REEFEZ)
Interest on bank loans IRITERFE 22,361
Interest on finance leases BERER S 1,064
23,425
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

7.

FINANCIAL STATEMENTS (CONTINUED)

ChHATG BA

INCOME TAX EXPENSE

= /g
%l\l:l

115 8 2R T 5 ()

30 June 2018 ZZE—\FRA=+H

7. FIEHEX

Six months ended 30 June

BEAA=THILEAREAR

2018 2017
—E-N\E —E—+F
RMB’000 RMB’000
AR®T R ARBET T
(Unaudited) (Unaudited)
(REEER) (REER)

Current — PRC BNER —

Charge for the period HAA s H 15,506
Deferred T 1,545
Tax charge for the period HARA 5 2 17,051

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

The income tax provision of the Group in respect of its operations in
Mainland China has been provided on the taxable profits for the
periods, based on the existing legislation, interpretations and
practices in respect thereof.

Pursuant to the approval from the National Office of Leading Group
for Administration of Hi-tech Enterprise Recognition, Huzhou
Laohenghe Brewery Co., Limited and Huzhou Laohenghe Wine Co.,
Limited, both being wholly-owned subsidiaries of the Company, were
granted the “New and Advanced Technology Enterprise” status and
were entitled to the preferential tax rate of 15% for the three
consecutive years commencing from 2016.

No provision for Hong Kong profits tax has been made as the Group
did not generate any assessable profits arising in Hong Kong during
the six months ended 30 June 2017 and 2018.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

ch HARS BR n & B ¥ H R B 5 (48)

30June 2018 —E—N\FRHA=+H

8.

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amounts is based on
the profit for the period attributable to ordinary equity holders of the
parent, and the weighted average number of ordinary shares of
578,750,000 (six months ended 30 June 2017: 578,750,000) in
issue during the six months ended 30 June 2018.

BRAREEREEBEAR
HERER

BREABMNCENTEDNENTQR LB
BB ARGHAFNBEEREE=Z— J\i
NAZTHIEANEAEBITE R IMNETY
(578,750,000 (B Z T —+F A=+
Bik7<@ A8 : 578,750,000 §%) °

Six months ended 30 June

BEAA=THILEAREAR

2018 2017
—E-N\F —+F
(Unaudited) (Unaudited)
(REEERK) (REEZ)
Profit attributable to ordinary equity holders BARERiERFE ARGFE
of the parent (RMB’000) (ARBTT) 82,792
Weighted average number of ordinary shares 2247 &:@ & it F19 8 (FRR)
in issue (in thousands) 578,750 578,750
Earnings per share attributable to ordinary equity & A &% @i #5155 A FE(S
holders of the parent A F
— Basic and diluted (RMB cents) — BEXARBEARED) 14.3

No adjustment has been made to the basic earnings per share
amounts presented for the periods ended 30 June 2018 and 2017 in
respect of a dilution as the group has no potential dilutive ordinary
shares in issue.

DIVIDEND

No interim dividend was proposed for the six months ended 30 June
2018.

The proposed 2017 final dividend of RMB6.5 cents per share,
totalling RMB37,619,000, was approved by the Company’s
shareholders at the annual general meeting on 31 May 2018. It was
recorded in “other payables and accruals” in the interim condensed
consolidated statement of financial position and was subsequently
distributed in July 2018.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS BR &R & B 5 ¥ R P 5T (48

30 June 2018 = E— N\FENHA=+H

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

30 June 31 December

2018 2017

—E-N\F —E—+F

R<AB=+H +ZA=+—H

RMB’000 RMB’000

ARBT T ARBET T

(Unaudited) (Audited)

(REER) (fEEZ)

Opening balance EEEIE S 938,404 810,088
Additions NE 33,436 166,524

Depreciation e (21,589) (38,208)

Closing balance Bk 464 950,251 938,404

11. PREPAID LAND LEASE PAYMENTS 11. At L A E T8

30 June 31 December
2018 2017
—E-N\F —E—+F
AA=+HA +ZA=+—H
RMB’000 RMB’000
ARBT T AREETT
(Unaudited) (Audited)
(REER) (F&E=%)
Carrying amount at 1 January R—A—B/REE 52,222
Additions during the period REIARE 3,581
Amortised during the period REAREE Y (1,284)
Carrying amount at period end HRERHEE 54,519
Less: Current portion included in B FEATBRFUE - ke REAM
prepayments, deposits and FEY R IBH) BN ER
other receivables (1,270) (1,270)
Non-current portion JEMRENEL 52,612 53,249
The leasehold land is situated in Mainland China and is held under a BETHAARBE AN - WiRE RSB
long term lease. A o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

ch HARS BA 4x & B 15 #x K By 5 (48

30 June 2018 —ZE— \FERA=+H

12. INVENTORIES 12. #E&
30 June 31 December
2018 2017
—E-N\F e
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T AREFT
(Unaudited) (Audited)
(REEZR) (f&#&i%)
Raw materials R 8,663 14,079
Work in progress TR 1,215,228 1,142,158
Finished goods B 13,375 33,694
Total inventories FE®EE 1,237,266 1,189,931

13

TRADE RECEIVABLES

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

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

An ageing analysis of the trade receivables of the Group based on
the invoice date, is as follows:

13. BB Z ;R

AEBEZFPHENEZGRRNEERSA/E -
EEMBER—ZEXNER MEHTFPHE
EHAT R -

ARER BB 1 R U (3] A0 R LA R A 5 B
REE - MBMRKNNERTASREEE
EHIRA - BB ZHIARTES

KB U E 5 SRR B B R S I
mF -

30 June 31 December

2018 2017

—E-N\F —E—F

ARA=+H +ZA=+—H

RMB’000 RMB’000

AR¥T T ARBTT

(Unaudited) (Audited)

(REER) (f&#&i%)

Within 1 month 118 B AR 84,525 60,548
1 to 3 months 12 31@AH 85,395 51,936
3 to 6 months 3Z6fEA 45,876 16,279
6 months to 1 year 61EAZ1F 1,388 617
Over 1 year 19 F 571 167
Total 45T 217,755 129,547

Based on past experience, the directors are of the opinion that no
provision for impairment is necessary in respect of these balances as
there has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group does not
hold any collateral or other credit enhancements over these
balances.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS B &% & B 75 ¥ R P 51 (48)

30 June 2018 = E— N\FENHA=+H

* ral
14. PREPAYMENTS, DEPOSITS AND 14. BARIE - RERAMER
=,
OTHER RECEIVABLES FRIE
30 June 31 December
2018 2017
—E-N\F e S
RA=tR +ZA=1+—H
RMB’000 RMB’000
AR®TR ARBTT
(Unaudited) (Audited)
(REE®K) (&)
Prepayments AR FIE 118,802 49,685
Deposits and other receivables Be REAEKFIA 147,243 141,586
266,045 191,271
The above balances are unsecured, interest-free and have no fixed utidEsrAmEIKIR et B NERTFIEEHE -
terms of repayment. The directors are of the opinion that no provision EERABAEARBRIE RS REMER
for impairment of prepayments, deposits and other receivables is RIEEH R E B -
necessary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B #5 ¥R R Bid 5 (&)

30 June 2018 —ZE— \FRA=+H

15. CASH AND CASH EQUIVALENTSAND 15. B84 RBESZBYURTE

TIME DEPOSITS HfFE=
30 June 31 December
2018 2017
—E-N\F e S
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T ARBETFTT
(Unaudited) (Audited)
(REER) (fEE=Z)
Cash and bank balances IRE RIBTTARS 226,620 443,893
Time deposits TEHITE K 77,606 76,047
304,226 519,940
Less: DN
Pledged for bank loans EHAEEERITE R (77,606) (76,047)
Cash and cash equivalents B RIReEEBY 226,620 443,893
Cash and cash equivalents RERRSEEBMUATYEEE :

are dominated in:

RMB AR 225,474 442,882
Hong Kong Dollar (HK$) BT 999 916
Usb ESiv 147 95

Cash and cash equivalents HeRRSZEY 226,620 443,893
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS B &% & B 75 ¥ R P 51 (48)

30 June 2018 = E— N\FENHA=+H

16. TRADE PAYABLES 16. BT E 5 FIE
An ageing analysis of the trade payables of the Group based on the REBENE FHIEREZHENRE DT
invoice date, is as follows: mr

30 June 31 December

2018 2017
—E-N\E —E—+F
RNA=Z+HR +ZA=+—H
RMB’000 RMB’000
AR®TR ARBTT
(Unaudited) (Audited)
(REEZ) (&%)
Within 3 months SEH AR 57,531 72,567
3 to 6 months 3ZE6EA 20,542 56,730
Over 6 months 61E A E 62,056 24,242
140,129 158,539
Trade payables of the Group are non-interest-bearing and are RNEBENEZHEATSEREBEAEAR—
normally settled on terms of one to six months. The carrying amounts ZEXRMEARNLS - BNE SRIEMERETER
of the trade payables approximate to their fair values. ENFEEEE o

17. OTHER PAYABLES AND ACCRUALS 17. HitER =B R FESHIE R

30 June 31 December

2018 2017
—E-N\F —T—+F
RA=+A +ZA=+—H
RMB’000 RMB’000
ARBT T ARBTIT
(Unaudited) (Audited)
(REER) (f&#&i%)
Other payables H b fE I 50A 77,707 54,878
Accruals FE=tIB R 15,595 13,665
Contract liabilities AHEE 16,667 -
Advances from customers ESEF - 17,085
109,969 85,628

The above balances are unsecured, interest-free and other payables LGB BEER - TEr B REMEN KA

have an average term of three months. HFEHRA=EA -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERE B %R © B #5 ¥R = Bid 5 (7@

30 June 2018 —ZE— \FRA=+H

18. INTEREST-BEARING BANK AND 18. ;T ERIT R EMER
OTHER BORROWINGS

30 June 31 December

2018 2017
—E-N\F e S
~A=tH +TZA=1—H
RMB’000 RMB’000
ARET T AREET T
(Unaudited) (Audited)
(REER) (Je5i%)
Current BNEA

Bank loans — secured® IRITER — A 717,310 852,760
Finance lease payables® (note 19) i mEREREe (FiE19) 57,611 39,795
774,921 892,555

Non-current JEENEA
Bank loans — secured® IRITER — A 163,000 -
Finance lease payables® (note 19) JEMREFEIEE (F:E19) 45,112 62,254
208,112 62,254
Total 45T 983,033 954,809

—N\EXNA=Z+HWNERITREAM
HHUARESE  BUFREER
R 4.79% % 5.99% 5T & °

The interest-bearing bank and other borrowings as at 30 June 2018 A
were all denominated in RMB, repayable within four years and BRE
bearing interests at 4.79%-5.99% per annum. 1RZIRE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
AR S R < st (18)

30 June 2018 ZZE—\FRA=+H

18. INTEREST-BEARING BANK AND 18. St E BT REMER @
OTHER BORROWINGS (continued)
(8)  The following assets were pledged as securities for interest- (@ MAUTEECEMERTERTRHA MG
bearing bank and other borrowings: PR -

Carrying values

BREE

30 June 31 December

2018 2017

—E-N\F —T—tF

AA=+H +ZA=1+—H

RMB’000 RMB’000

AR¥ET T AR®EFTT

(Unaudited) (Audited)

(REER) (fe&%)

Property, plant, and equipment M BB NMERE 428,412 141,180
Leasehold land HE L 53,803 34,800
Inventories 78 646,326 803,488
Pledged deposits BT 77,606 76,047
1,206,147 1,055,515
In addition, the director of the Group, Mr. Chen Weizhong, has BN RZZE—N\FAA=1+AH K%
guaranteed certain of the Group’s bank loans up to EEERERCEERAEERTIRT
RMB470,310,000 (31 December 2017: Nil) as at 30 June B &% AR #470,310,00070 (=&
2018. —tF+ZA=+—H: @)ELER-
The carrying amounts of the Group’s bank and other AEEFRTREMERVEAERLR

borrowings approximate to their fair values. FERSE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERE B %R © B #5 ¥R = Bid 5 (7@

30 June 2018 —ZE— \FERA=+H

19. FINANCE LEASE PAYABLES

The Group leased certain of its machinery and equipment in 2015,
2017 and 2018 and these leases are classified as finance leases with
remaining lease terms from 1 year to 3 years (31 December 2017: 1
year to 3 years) as at 30 June 2018. According to the sales and
lease back agreements, if no default occurs during the lease term,
the ownership of the plant and machinery shall be automatically
transferred to the lessee at a price of RMB1, RMB100 or RMB1,000.

Below table represents the loans borrowed by way of the sale and
leaseback arrangements as at 30 June 2018:

19.

MEHERNE

FERR_ZE-—LF —E—tFR-FT
—N\FHEETHRENRE R_T—N\F
NAZTE WERESHEAREMEE - R
BEMN T —F2=F(ZF—tF+_H
=+—R:—FE=F) RBEERELDH
& WREBARERL  BRERESEZ
BEERBAARE 1T  ARBI00THAR
%1,000 TV ERBEBBEBREAMA -

TERBR-E—N\FAA=+RNERE
012 PR B -

Effective

interest Guarantee
Date of incurrence Principal amount rate (%) Maturity deposit
BAEAH PN EBRAN=E(%) ZEA RES
2015/12/29 RMB23,650,000 599%  2018/12/29 RMB2,365,000
—T-RE+ZA=TAhH AR 23,650,0007C 599% ZE—/\F+ZA=1+NH AR 2,365,0007T
2017/07/19 RMB32,100,000 4.79%  2020/07/19 RMB7,130,000
—T—tFtA+NH AR % 32,100,000 7T 479% —E-ZELA+HAR AR¥7,130,0007T
2017/09/13 RMB43,461,000 4.79%  2020/09/13 RMB9,662,000
“T—+tFNA+=H AR 43,461,0007C 479% —“E-FFAA+=H AR#9,662,0007T
2017/11/06 RMB27,292,000 4.79%  2020/11/06 RMB86,062,000
—E-+E+—HARH AR 27,292,000 479% —ZE-ZFE+—AXAH AR#6,062,0007T
2018/04/23 RMB20,000,000 529%  2019/04/22 Nil
- \FMA=+=H AR 20,000,0007C 529% —E-AFMNA=+=H i

As at 30 June 2018, the Group’s machinery and equipment and
construction in progress with a net carrying amount of
RMB136,268,000 (31 December 2017: RMB117,164,000) were held

under finance leases.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

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

30 June 2018 ZZE—\FRA=+H

19. FINANCE LEASE PAYABLES (continued) 10. EHEENRKE @

As at 30 June 2018, the total future minimum lease payments under RZZE—N\FRNA=Z+H BRE/REHREN
finance leases and their present values were as follows: AR FEEERBEBLERENT

Present value Present value

Minimum Minimum of minimum of minimum
lease lease lease lease
payments payments payments payments
& 454 BEHE REEE
HERE HEME MIERE ARG
30 June 31 December 30 June 31 December
2018 2017 2018 2017
—Z-N\& S e —E-N\f§ S
AA=+HB +ZA=1+—H AA=+H +ZA=+—H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARBF T AR®ETR ARBF T
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (EE2) (REEZ) (&%)
Amounts payable: JERTEE
Within one year R—FR
In the second year E-FRN
In the third year B=ER
Total minimum finance REREHEZALE
lease payments 107,753 108,926 102,723 102,049
Future finance charges BEmES I (5,030) 6,877)
Total net finance lease payables &iE & & IR FEE 4251 102,723 102,049
Portion classified as current DEAERBEETD
liabilities (note 18) (BIsE18) (57,611) (39,795)
Non-current portion (note 18)  FERENEE 5 (Ki5E18) 45,112
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HIG R &

30June 2018 —E—N\FRHA=+H

20. OTHER LONG TERM LIABILITIES

B 5 i < Bfd 5 (#8)

20. At RHEE

Other long term payables
Special payables

Hib REAEFRIA
FADESEE S

30 June 31 December
2018 2017
—E-N\F —E—+F
R<AB=+H +ZA=+—H
RMB’000 RMB’000
AR®T R ARBET T
(Unaudited) (Audited)
(REER) (FEER)
133,000 133,000
4,106 4,179
137,106 137,179

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

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

FINANCIAL STATEMENTS (CONTINUED)
AR S R < st (18)

30 June 2018 ZZE—\FRA=+H

20. OTHER LONG TERM LIABILITIES 20. HttRHAE B @
(Continued)
(@)  (Continued) @ (&)
The balance of other long term payables was analysed as HEab REAENRIBESRNSHTAT
follows:

30 June 31 December

2018 2017
—E-N\F e S
RA=tH +ZH=+—H
RMB’000 RMB’000
ARMT T ARET T
(Unaudited) (Audited)
(REER) (fEE=Z)
Amounts repayable: FEEEFIA
Over five years HEE 133,000
(b)  Asat 30 June 2018, the actuarial liabilities existing in relation to ) RZZE—N\FAA=1H BERER
the retirement benefit obligations for employees who retired AR U RN Z B ERE R R AR AR
prior to the acquisition of Huzhou Lachenghe Brewery Co., REYE B HERIKIE A B E R IR R R INE
Limited by the controlling shareholders and the early retirement ENRERNREAMGTFENEEARER
obligations for employees who early retired were AR¥4106,000(ZE—tF+=
RMB4,106,000 (31 December 2017: RMB4,179,000). The A=+—H: AR¥4,179,0007T) ° &f
benefit obligations arising from the plans were unfunded. FEENEBHNETARETES -
The movements of the actuarial liabilities recognised in the R BARR TR AIRIBE 7 AT HE R A
statement of financial position are as follows: aESHNOT
30 June 31 December
2018 2017
—E-N\F —FE—tF
AEE+E +-A=+—H
RMB’000 RMB’000
ARBETT ARBT T
(Unaudited) (Audited)
(REER) (fEEZ)
Carrying amount at the beginning HIWIR AR EE
of the period 4,333
Benefits paid BEfEH (154)
At the end of the period REIR 4,179
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P HARS BR %R & B S R by 5F (78)
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21. SHARE CAPITAL 21. R4
Shares &N

30 June 31 December

2018 2017
—ZE-N\#F —E—tF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
ARBT T AR®ET T
(Unaudited) (Audited)
(REER) (f&EZ)
Authorised: VERE
1,000,000,000 ordinary shares of 1,000,000,000 A% & i% I {& 0.0005 3£ 7T
US$0.0005 (RMB0.00305) each (AR¥0.003057T) )L @A% 3,050
Issued and fully paid: BEITRER -
578,750,000 ordinary shares of 578,750,000 A% & A% E {& 0.0005 3£ 7T
US$0.0005 (RMB0.00305) each (AR 0.003057T) #) & i@ AL 1,767
777 JeUL (=
22. OPERATING LEASE 22 RexfAELHE
ARRANGEMENTS
The Group leases certain of its land and buildings under operating REERELEHERHBERE T L1 &
lease arrangements. Leases for land and buildings are negotiated for Fo IHWREFHNBERPNTF—Z2+F -
terms ranging between one to ten years.
At 30 June 2018, the Group had total future minimum lease RZE—N\FEXAZ=Z+H AEBREDH
payments under non-cancellable operating leases falling due as AR EHE TR RFERBER
follows: THBZEIT -
30 June 31 December
2018 2017
—E-N\F —E—+F
ANA=+H +ZA=+—H
RMB’000 RMB’000
ARBT T ARETIT
(Unaudited) (Audited)
(REER) (fe&%)
Within one year —FR 2,093
In the second to fifth years, inclusive F_FEZFRAFAN(BREEREMTE) 2,456
After five years hFE 1,819
6,368
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FINANCIAL STATEMENTS (CONTINUED)
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22. OPERATING LEASE 22 KEHEZHw
ARRANGEMENTS (Continued)
Upon adoption of IFRS 16, certain amounts included therein may T%%W.WEMXW%EEEU%W%& CEHAp A
need to be recognised as new right-of-use assets and lease liabilties. @%E\—fﬁ?% gﬁﬁ@%?ﬁ ﬁﬁﬁ RAENEER
Further analysis, however, will be needed to determine the amount of % ° M T LARE TE #7E FR #E
new rights of use assets and lease liabilities to be recognised, ﬁﬁ&ﬁ%ﬁf@ ﬁ%ﬁ@ E’\J%@E\ CBREETS
including, but not limited to, any amounts relating to leases of low- ‘Eﬁé\ﬁf&ﬁﬁ@ﬁﬁfﬂf{fﬂ?ﬂﬁﬁﬂ%g}ﬁcﬁ
value assets and short term leases, other practical expedients and B R RO E RS TAMERE
reliefs chosen, and new leases entered into before the date of it - ARERRA B B2 BRI ROFEA -
adoption.

23. COMMITMENTS 23. EIE
In addition to the operating lease commitments detailed in note 22 ﬁ?i% W%T‘ZZ\FFrEﬁﬁE’Jﬁ“‘%fﬂ%ﬁkﬁ*ﬁl\ R
above, the Group had capital commitments as follows: EEER THIEAEIE

30 June 31 December

2018 2017
e A
ANB=+A +=-A=+—8
RMB’000 RMB’000
ARBT T ARBTIT
(Unaudited) (Audited)
(REEER) (F&FEZ%)
Contracted, but not provided for: BRI XMBRTIRE A -
Plant and machinery BV 3 103,583
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
P HERE B %R © B #5 ¥R = Bid 5 (7@

30 June 2018 —ZE— \FRA=+H

24. RELATED PARTY TRANSACTIONS

(a)

(b)

Compensation of key management personnel
of the Group

(a)

24, HEB AR S

AEBTEEEASNME

Six months ended 30 June
BZAA=1tHILEAEA

2018 2017
—E-N\F —ET—+F
RMB’000 RMB’000

ARBT T AR¥EFT
(Unaudited) (Unaudited)
(RRER) (REEZ)

Salaries, allowances and benefits in kind e BB REYH S
Pension scheme contributions RIS IR

248
35

Total compensation paid to key management S FFEEIE A ERENE %8

personnel

283

Transactions with related parties:

The director of the Group, Mr. Chen Weizhong, has
guaranteed certain bank loans made to the Group of up to
RMB470,310,000 (831 December 2017: Nil) as at the end of
the reporting period, as further detailed in note 18 to the
financial statement.
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(b)

HEBL RS

RBERR  AEEEERFEALLED
RAEBMETRITERRZARE
470,310,000t( = F — 4 + = A
=+—8:EERER E—LFS
BN IS ERMIFE18 -
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