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Chairman’s Statement

ESREE

Dear Shareholders,

Traditional retailers performed poorly due to attack
from e-commerce operators last year. China
traditional retailers underwent successive closure
of stores. New retail generation highlighted division,
personalization, quality and targeted on the youth.
These characteristics pushed retail industry from
product-oriented to customer-oriented, resulting in
enhancement of supply chain, distribution method,
sales channel and customer service.

Stepping into year 2018, the emerging retail format
was fast growing. Traditional retailers actively
developed sales channel to keep its growing pace.
The new techniques of Big Data, artificial intelligence
and mobile internet, and the improvement of
logistic system, integrated the supermarket and
concessionaire stores with e-commerce platform to
produce new industry operators which focused more
on customers’ experience.

The development of retail industry in the first half
of 2018 was growing stably. Operating efficiency
improved and innovation transformation accelerated.
Integration of different perspectives led to appearance
of new retail format and scene. There were three major
operating characteristics. The stable growth retailer
relied mainly on domestic demand. The synergy
retailer employed e-commerce to expand its network.
The efficient retailer kept up with operation efficiency
to get sustainable result. Retailers put forward
consumption enhancement by providing quality
products and service, and developed integration
of different technologies to differentiate customers,
and to create new shopping environment, enjoyable
experience, smart retailing and green recycling
retailing.
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Chairman’s Statement

ESRWE

In the first half year, growth rate of Guangdong social
consumable goods slowed down. It was still leading
over the country composing 10.7% with a bit lower
than the average. Commodity sales increased faster
than the catering sales, while the proportion among
city and rural area remained stable with increasing
trend from rural area. Recent year, Guangdong
implemented strategic plan to remove poverty
and stimulate local economy. This increased rural
residents’ income and spending power over city area.
Sales of daily necessaries and office supplies went
up. Holiday bargain sales increased as well, including
drink, cigarette and alcohol, cosmetic and stationary.
But there is a cut down trend for luxury products
including jewelry, living and travelling, and automobile
spending etc.

In 2018, China’s retail market was running well as
a result of stable economic condition and upgrade
spending. From the demand side, apparel brand name
expanded outlets, “healthy and experience” were still
the dominant topics. The online and offline merge will
be another force in 2018. From the supply side, China
is the leading country in the world on establishment of
shopping mall. Increase in city demand will overcome
the production glut problem. The landlord will put
more concern on the adverse effect on oversupply,
customization, and unhealthy competition etc.
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Chairman’s Statement

ESRWE

On the contrary, there were commencements of
approximately 230 new shopping malls in China
during first half of 2018, being record high among
five years period. New gross floor area reached
approximately 18.0 million meter square with
increasing trend. On one side, living standard and
spending habit have been changed towards multi-
purpose shopping centre with one stop leisure and
sociable activities including theatre, amusement park,
cinema and pet house etc. One the other side, rapid
economic growth forced rental expenses going up.
Sub-urban or remote area will have cost and culture
rich advantage to establish large scale retail complex.

The Group maintained the stable performance as
last year by making continuous renovation and
improvement in our stores to give customers a fresh
look. In the meantime, we have broadened our
investment scope to derive more investment income.
The Group will further consolidate our resources to
achieve our strategy “consolidating growth vitality,
reaching new horizons”. By these, we hope to
increase our competitive strength to overcome the
new challenge from new operating environment
and competitors and to get potential gains from the
changing retailing industry.
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Chairman’s Statement

ESRWE

INDUSTRY OVERVIEW

In the first half of 2018, global economic risk
increased. The growth of major economies slowed
down with inflation rose and monetary policy
tightened. Trade protectionism by United States
(“the US”) was pointing to China and Euro countries.
The US economy was relatively stable providing
for interest rate upward trend. Fund from new
emerging market flew to the US. Even the political risk
lessen and tight monetary policy sluggish, the Euro
economies were weak making recovery dynamic slow.
The Japanese economy was stable and growing.
The emerging markets economies were risky due to
massive incoming fund.

Domestic economy grew rapidly as a result of fast
development of new industry and expansion of sales
network of traditional retailer in China. Under the
new technique brought by the Big Data, artificial
intelligence and mobile internet, and the logistic
advancement, traditional and e-commerce operators
merged and produced new retail industry. Smart
retailing begins with collecting consumer preference
data, to explore product design in supply chain and
delivery channel. This will lower the operating costs
and speed up delivery time, enhancing customer
shopping experience. Traditional retailers strengthen
online to offline flow management, expand customer
loyalty scheme, perform product management and
value talent management, to keep its market share.

According to the statistics released by the National
Bureau of Statistics of China, GDP on the Mainland
amounted to RMB41,900 billion in the first half of
2018, representing a 6.8% increase over the same
period last year.
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Chairman’s Statement

ESRWE

In the first half of the year, total retail sales of social
consumer goods was RMB18,000 billion, representing
a year-on-year (YOY) growth of 9.4%. Among them,
retail sales of consumer goods of the “over-the-
threshold” enterprises grew by 7.5% on a YOY
basis to approximately RMB7,000 billion. Based on
the geographical locations of the operating units,
retail sales of urban consumer goods rose by 9.2%
to approximately RMB15,400 billion YOY, whereas
retail sales of rural consumer goods increased by
10.5% to approximately RMB2,600 billion YOY. By
consumption pattern, food and beverage revenue
went up 9.9% to approximately RMB1,900 billion
YQY, whereas retail sales of commodities went up
9.3% to approximately RMB16,000 billion YOY. In
terms of retail sales of commodities, retail sales of
commodities among “over-the-threshold” enterprises
amounted to approximately RMB6,600 billion,
representing an increase of 7.6%. In the first half, total
domestic online retail sales amounted to RMB4,100
billion, representing a YOY growth of 30.1%. Among
them, the commodity goods online retail sales grew
by 29.8% on a YOY basis to approximately RMB3,100
billion, accounting for 17.4% of the total retail sales of
social consumer goods. The online commodity sales
for eat, wear and use categories amounted to 42.3%,
24.1% and 30.7% respectively.

Overall, China has stable economy and heading
to a better development stage. This supports the
development of a high quality product retail market in
the country. Nevertheless, there are inconsistencies in
external environment and makes domestic structure
adjustments begin. The country tried to expand
domestic demand to boost economy. According to
slogan “To stable growth, to make reform, to adjust
structure, to care for people’s livelihood, and to
prevent risk”, the next half year will be a promising
period.
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Chairman’s Statement

ESRWE

The Group will continue to make use of its core
advantages. From the traditional retail aspect, we will
endeavour to extend the reach of our development
into neighborhood areas as we have a base in
Shenzhen, in an effort to retain and broaden our
share in the retail market. For other investment area,
the Group will continuously find suitable investment
opportunities, and extend the Group’s exposure in
other retail industry sectors to increase the sales
variety.

It is my great pleasure to report to you that building on
a wide array of 12 large-sized outlets (one being sub-
leasing properties) of the Group covering an area of
approximately 160,000 sg.m as at 30 June 2018, the
Group has sustained a stable performance as last year
with increase in operating profit. Total revenue of the
Group for the period up by 6.3% from approximately
RMB346.8 million during the first half of 2017 to
approximately RMB368.7 million in 2018. In contrast,
net profit attributable to shareholders down by 25.5%
from approximately RMB24.2 million in the first half
of 2017 to approximately RMB18.0 million for the six
months ended 30 June 2018.

DIVIDENDS

The Board believes that, backed with its sound
financial position and cash flows, the Group will
be able to finance the investments for its ongoing
development. The Group will strive to offer a
reasonable dividend distribution as a recognition to
the Shareholders of the Company (the “Shareholders”)
for their support to the Group.
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Chairman’s Statement

ESRWE

FUTURE PROSPECT

Facing the current market challenge, the Group
will continue to operate traditional retail stores as
our base. By increasing the customer headcount
to boost sales and to control our costs, we hope
to over perform the annual budget target. With the
spirit of reformation and innovation to consolidate
the existing stores, we are working hard to enhance
our stores by optimizing sales mix and uplifting the
brand name level. This will create a customer centered
lifestyle shopping experience. New sales mode
including beverage+parenthood+leisure+retail, or
shopping centre etc. The Group will create operational
unigueness by the resources and ability. The Group
will also make use of the online application and retail
stores combined advantage to develop the online
and offline operation model, to explore and develop
market demand, and to upgrade customer shopping
experience.

Our Group is well-prepared to meet potential
difficulties and challenges ahead. Riding on our edges
and resources within the industry, we will cautiously
move ahead. | strongly believe that the Group is
prepared to make use of our competitive advantage to
grasp every opportunity exist in the retail industry.

APPRECIATION

Finally, on behalf of the Board, | would like to take
this opportunity to express my sincere appreciation to
the shareholders, suppliers, customers and business
partners for their long-term support, and thank all staff
for their dedication and contribution to the Group.

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
30 August 2018
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Management Discussion and Analysis

BB R DM

BUSINESS REVIEW

For the six months ended 30 June 2018, the Group
recorded revenue of approximately RMB368.7
million, representing a year-on-year (YOY) increase
of approximately 6.3%. Gross profit amounted
to approximately RMB49.0 million, representing
a YOY increase of approximately 9.4%; while
operating profit was approximately RMB23.2 million,
representing a YOY decrease of approximately
32.3%. Profit attributable to owners of the Company
was approximately RMB18.0 million, representing
a YOY decrease of 25.5%. There were 12 stores
(Bantian Shenzhen store newly commenced) during
the period. Group revenue increased attributable to
change of operating direction. To keep the strength
of old stores by continuous upgrade renovation and
redistribution of sales floor. To avoid loss incurred for
assets misallocation by opening of new stores. More
importantly, the Group has expanded the business
scope to extend its marketing image, aiming to derive
additional returns and to gain new retail experience,
for the preparation of future development. Sales of
goods decreased by approximately RMB1.5 million,
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Management Discussion and Analysis

EEENWR DT

commissions and rental income from concessionaire,
increased by approximately RMBO0.7 million and
RMBO0.8 million respectively, rental income from
investment properties increased by approximately
RMBO.1 million, sales of food and catering increased
by approximately RMB3.7 million and interest income
from factoring services increased by approximately
RMB2.0 million. Besides, rental income from sub-
leasing of shopping mall of RMB16.0 million started
and received during the period. The Group has
adopted positive operating strategy with value-added
service in retail stores. Besides, we continuously
searched for other potential profit opportunities and
planned for the expansion of store network.

Recapping on the first half of 2018, the Group has the
following operation highlights.
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Management Discussion and Analysis

R ERE SR

Commence its first shopping mall to pave way
for future development

The first shopping mall operated by the Group has
commenced business in Longgang Bantian. During
the period, it was under its infant stage and has
built up its own customer base and reputation. It
was located at the busiest street in the district and
provided adequate shopping choice and leisure
activities to the neighborhood residents and visitors
within 3 km shopping circle. There were large-scale
promotional activities and festival shows. Among
them, these included hot topics activities focusing
on recreational and love affair targeting the youth
and teenager. There was also festival based such as
lantern festival and women’s day. Some are children
based such as the talent show and singing contest.
Some are western style such as the Las Vegas
carnival etc. As part of the tenants are still under
the privileged rent-free period, net operating loss
incurred from the shopping mall during the period.
It is expected that the shopping mall business will
bring profitable result to the Group upon expansion
of customer base, change of sales mix and tight cost
control etc.

Enhance layout of main stores to provide new
shopping environment

To overcome the fierce competition from competitors
and online operators, some measures have been
carried out in our main stores. Frequent replacement
of popular brand name, addition of snack food court
(say Sichuan noodle, Guangdong beef combo, meat
muffin and Taiwanese dessert in Gongming store),
opening of cinema, organizing outdoor bargain sales
and festival activities, coordinate stock management,
and introduction of virtual reality game house. Training
course was held for management and salesperson
for selling technique. Promotional technique was
provided to promoter of concessionaire counter. In
addition, the Group has maintained good relationship
with suppliers and concessionaire in order to make
promotional and sales campaign running smooth.
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Dispose of a subsidiary operating the main
theme restaurants and goose pot restaurant to
alleviate investment fund pressure

The Group has disposed of its subsidiary operating
four Hello Kitty restaurants (located at Nanshan
district, Longgang district (Longgang Center and
Bantian) and Baoan district of Shenzhen) and one
Chinese style goose pot restaurant (located at
Longgang district of Shenzhen). As the restaurants
are still in its infant stage, there is longer investment
horizon and will create pressure on the investment
fund of the Group. After careful consideration and
market survey, the Group has found an interested
buyer for package buyout. The western restaurant
targeted on youth and family for their quality spending.
The Chinese restaurant produced village style tasting
and cooking recipe targeting on the matured and
old fashioned customers. As the disposal price was
reasonable and has positive effect to the Group, it was
decided to proceed the disposal to obtain fund for
other alternative investments.

Reform corporate risk management mechanism
to reduce corporate risk

The risk management department has put forward
various measures to enhance the management and
monitoring program. The three divisions perform
different functions. The internal audit division enacted
and established operational audit framework by
defining job boundary and limit, and by updating
office manual for workflow control. Besides, internal
scrutineering and supervision of the tendering and
goods acceptance have been extended. The internal
audit division reformed the anti-corruption system
and mechanism, addressed integrity undertaking on
the job and established audit procedure system and
scope on project base. The legal division revised
the staff reward and punishment regulation, rule
of contract management, and control approval
procedure as a mean to avoid possible legal risk.
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OUTLOOK AND PROSPECT

In the first half year, the Group has formulated a series
of measure to enhance sales turnover and to avoid
unnecessary costs, so as to achieve management
target. Moreover, the Group aimed to consolidate
the existing stores by reform and innovation. By
this, improvement in sales mix, upgrade brand
name, enhance shopping experience to provide new
shopping experience to customers.

In addition, the Group has explored new commercial
retail mode, including shopping mall, trial experience,
internet plus, and tasteful consumption. With the
online resource and shopping outlets, and the synergy
of online offline capacity, the Group is able to provide
a one-stop shopping experience to customers.

The year 2018 has both opportunity and challenge
existed, the Group has prepared to cope with all
difficulties, to make use of our core competency in the
industry.

Looking ahead, China is still under the fast pace of
development stage. The macro-economic condition
has significant impact to the industry. Rapid growth in
information technology has direct and critical effect to
the industry. The directors are confident towards the
future. The mission of the Group is to become one of
the major operators in the retail industry.
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The Group will follow the trends, more innovative, and
expand its income source and improve its operating
performance through other means like merger and
acquisition to enhance its competitive advantage, to
explore new business opportunities and to uplift the
value of the Company.

RISK MANAGEMENT

The activities of the Group expose it to a variety of
financial risks, including foreign currency risk, credit
risk, interest rate risk and liquidity risk.

(i)

(i

16

Foreign currency risk

The Group has operation in the PRC so that
the majority of the Group’s revenues, expenses
and cashflows are denominated in Renminbi
(RMB). Assets and liabilities of the Group are
mostly denominated in RMB or HK Dollars. Any
significant exchange rate fluctuations of foreign
currencies against RMB may have financial
impact to the Group.

Credit risk

For the operation and management of retail
stores and other related businesses and food and
catering business, the Group has no significant
concentrations of credit risk. Most of the sales
transactions were settled in cash basis or by
credit card payment. Credit risk on cash and
bank balances is mitigated as cash is deposited
in banks of high credit rating. The Group’s
exposure to credit risk mainly arises from loan
receivables from factoring business. In respect
of loan receivables, the Group’s policy is that
all customers who wish to obtain loans from the
Group are subject to management review. The
Group holds collaterals directly or indirectly to
cover its risks associated with loan receivables.
The credit and investment policies have been
followed by the Group since prior years and are
considered to have been effective in limiting the
Group’s exposure to credit risk to a desirable
level.
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(iii) Interest rate risk
The Group’s exposure to interest rate risk mainly
arises from cash and bank balances. The Group
has not used any derivative contracts to hedge its
exposure to interest rate risk. The Group has not
formulated a policy to manage the interest rate
risk.

(iv) Liquidity risk

The Group’s policy is to maintain sufficient cash
and bank balances and have available funding
to meet its working capital requirements. The
Group’s liquidity is dependent upon the cash
received from its customers. The directors of the
Company are satisfied that the Group will be able
to meet in full its financial obligations as and when
they fall due in the foreseeable future.

The Group did not use any financial instrument
for hedging purposes and the Group did not have
any hedging instrument outstanding during the
six months ended 30 June 2018.

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.
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EMPLOYEE AND REMUNERATION

POLICIES

As at 30 June 2018, the Group had approximately
1,419 employees in the PRC and Hong Kong. The
Group continues to recruit high calibre people
and provides continuing education and training
for employees to help upgrading their skills and
knowledge as well as developing team spirit on
an on-going basis. For the period, total staff costs
were approximately RMB54.8 million. Competitive
remuneration packages and performance-based
bonuses are structured to commensurate with
individual responsibilities, qualification, experience
and performance.

The Group also provides other staff benefit such as
mandatory provident fund and share option schemes
(details of which were set out in the section head
“Corporate Governance and Other Information”).

CONTINGENT LIABILITIES

As at 30 June 2018, the Group has no significant
contingent liabilities.

SUBSEQUENT EVENTS

The Group has disposed of the financial assets
at fair value through other comprehensive income
subsequent to 30 June 2018.

The Group did not have any other significant events
taken place subsequent to 30 June 2018.
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FINANCIAL REVIEW

Revenue

The Group’s revenue amounted to RMB368.7 million
for the six months ended 30 June 2018, representing
an increase of 6.3% as compared to RMB346.8 million
in the corresponding period of 2017. The increase
was principally attributable from the increase in rental
income from sub-leasing of shopping mall, with
the improvement of income from sales of food and
catering, and interest income from factoring services.
In addition, commission from concessionaire sales,
and rental income from sub-leasing of shop premises
have also recorded mild increase. However, the drop
in sales of goods has partly offset the overall increase
of income.

Sales of goods decreased by 0.6% to RMB252.3
million for the six months ended 30 June 2018 from
RMB253.8 million in the corresponding period of
2017, principally due to the external competitive
environment and enhancement of store outlook in two
main stores. The new store in Bantian was still in infant
stage and yet contribute significantly to the overall
sales turnover. Sales of goods as a percentage of the
Group’s total revenue was 68.4% for the six months
ended 30 June 2018 as compared to 73.2% in the
corresponding period of 2017.

Commission from concessionaire sales increased
slightly by 1.3% to RMB56.5 million for the six months
ended 30 June 2018 from RMB55.8 million in the
corresponding period of 2017, mainly due to addition
of new store in Bantian and extensive promotional
activities of stores. Commission from concessionaire
sales as a percentage of the Group’s total revenue
was 15.3% for the six months ended 30 June 2018 as
compared to 16.1% for the corresponding period of
2017.
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Rental income from sub-leasing of shop premises
going up by 3.0% to RMB27.9 million for the six
months ended 30 June 2018 from RMB27.1 million
for the corresponding period in 2017, mainly due to
signing of new tenancy agreements and expansion of
leasing floor area in Guangxi stores. Rental income as
a percentage of the Group’s total revenue was 7.6%
for the six months ended 30 June 2018 as compared
to 7.8% for the corresponding period of 2017.

Rental income from investment properties increased
slightly by 2.1% to RMB5.4 million for the six months
ended 30 June 2018 from RMB5.3 million for the
corresponding period in 2017, mainly due to entering
of new rental increment period of some tenancies.
Rental income from investment properties as a
percentage of the Group’s total revenue was 1.5% for
the six months ended 30 June 2018 as compared to
1.5% for the corresponding period of 2017.

Rental income from sub-leasing of a shopping mall
was RMB16.0 million for the six months ended 30
June 2018 due to the commencement of rental
income tenancy from September 2017 onward in
Bantian shopping mall. Rental income from sub-
leasing of a shopping mall as a percentage of the
Group’s total revenue was 4.3% for the six months
ended 30 June 2018.

Interest income from factoring services tripled to
RMB2.6 million for the six months ended 30 June
2018 from RMBO0.6 million for the corresponding
period in 2017, mainly due to the addition of
a new customer which is a major supplier of a
telecommunication giant. Interest income from
factoring services as a percentage of the Group’s total
revenue was 0.7% for the six months ended 30 June
2018 as compared to 0.2% for the corresponding
period of 2017.

Sales of food and catering doubled to RMB7.9 million
for the six months ended 30 June 2018 from RMB4.2
million for the corresponding period in 2017, mainly
due to the opening of Uniwalk store in late October
2017, making altogether two main theme restaurant
stores. Sales of food and catering as a percentage of
the Group’s total revenue was 2.1% for the six months
ended 30 June 2018 as compared to 1.2% for the
corresponding period of 2017.
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Other operating revenue

Other operating revenue increased by 8.7% to
RMB51.5 million for the six months ended 30 June
2018 from RMB47.4 million in the corresponding
period in 2017, mainly due to increase in government
subsidies.

Purchase of and changes in inventories
Purchase of and changes in inventories amounted to
RMB211.2 million for the six months ended 30 June
2018, representing a decrease of 0.9% as compared
with RMB213.2 million in the corresponding period of
2017, due to decline in sales of goods and tight cost
control measure. As a percentage of sales of goods,
purchase of and changes in inventories was 81.2% for
the six months ended 30 June 2018 as compared with
82.6% in the same period of 2017.

Staff costs

Staff costs increased by 14.5% to RMB54.8 million for
the six months ended 30 June 2018 from RMB47.9
million in the corresponding period of 2017, primarily
due to the commencement of business in shopping
mall and new restaurant.

Depreciation

Depreciation increased by 5.9% to RMB16.8 million
for the six months ended 30 June 2018 from RMB15.9
million in the corresponding period in 2017. The
increase was mainly due to commencement of
business in shopping mall and new restaurant.

Operating lease rental expenses

Operating lease rental expenses increased by 109.3%
to RMB57.8 million for the six months ended 30 June
2018 from RMB27.6 million in the corresponding
period of 2017. The increase was mainly due to
commencement of business in shopping mall and new
restaurant, and the adjustment of rental expenses
upon renewal of tenancies of two main stores.
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Other operating expenses

Other operating expenses, increased by RMBO0.9
million from RMBO0.2 million for the six months
ended 30 June 2017 to RMB1.1 million in the
corresponding period of 2018. This was primarily due
to commencement of business in shopping mall.

Operating profit

As a result of the reasons mentioned above, the
Group’s operating profit amounted to RMB23.2 million
for the six months ended 30 June 2018 as compared
with the operating profit of the Group of RMB34.3
million for the six months ended 30 June 2017.

Income tax expense

Income tax expense amounted to RMB5.2 million for
the six months ended 30 June 2018, representing
a decrease of 48.6% from RMB10.1 million in the
corresponding period of 2017, mainly due to decrease
of operating profit before tax. The effective tax rate
applicable to the Group for the six months ended 30
June 2018 were 25% for general subsidiaries (15%
for Guangxi subsidiary). In addition, pursuant to the
PRC Corporate Income Tax Law, the Group is liable
to withholding taxes on dividends distributed by
subsidiaries established in China. The applicable tax
rate is 10%.

Profit attributable to equity Shareholders of the
Company

As a result of the aforementioned, profit attributable to
Shareholders amounted to RMB18.0 million for the six
months ended 30 June 2018, representing a drop of
25.5% as compared with the profit of RMB24.2 million
in the corresponding period of 2017.
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USE OF PROCEEDS RAISED FROM
LISTING

The net proceeds raised from the Company’s
newly issued and listed shares on the Stock
Exchange in 8 May 2007 (after deduction of related
issuance expenses) amounted to approximately
HK$265,000,000. As of 30 June 2018, approximately
HK$206,957,000 of the proceeds so raised was
used, and the unused proceeds of approximately
HK$58,043,000 was deposited with banks, the
security of which was adequately ensured.

Details of the used proceeds raised of approximately
HK$206,957,000 are set out as follows:

as to approximately HK$29,000,000 for
acquisition of the business of a retail chain in
Shenzhen, the PRGC;

as to approximately HK$28,300,000 for opening
of new stores in Yanbu Foshan and Ronggui
Foshan, the PRGC;

as to approximately HK$8,750,000 for opening of
a new store in Nanning Guangxi, the PRC;

as to approximately HK$4,350,000 for opening
of two new stores in Xinan Baoan Shenzhen, the
PRC;

as to approximately HK$10,400,000 for opening
of a new store in Luohu Shenzhen, the PRC;

as to approximately HK$15,800,000 for opening
of a new store in Buji Shenzhen, the PRC;

as to approximately HK$14,300,000 for opening
of another new store in Nanning Guangxi, the
PRC;

as to approximately HK$3,690,000 for opening
of a new supermarket in Bantian Longgang,
Shenzhen, the PRC;
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Management Discussion and Analysis

BEENRE D

e as to approximately HK$8,800,000 for opening
of a theme restaurant and two beverage kiosks
in Shenzhen, the PRC;

e as to approximately HK$3,600,000 for opening
of a theme restaurant and a Chinese restaurant
in Baoan and Longgang Shenzhen, the PRC
respectively;

e  asto approximately HK$9,200,000 for setting up
of a procurement centre in Shiyan Shenzhen, the
PRC;

e as to approximately HK$12,042,000 for the
purchase of transportation equipment;

e as to approximately HK$15,000,000 for the
purchase of office equipment;

e as to approximately HK$3,000,000 for the
upgrade of the MIS;

e  as to approximately HK$725,000 to promote the
Company’s brand image; and

e as to approximately HK$40,000,000 for the
refurbishments of existing retail stores.

The unused proceeds will be used by the Company
for the purposes as set out in the section headed
“Future plans and use of proceeds” in the prospectus
of the Company dated 8 May 2007 and subsequent
announcements related to the adjustment of use of
IPO proceeds.
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Interim Condensed Consolidated
&ammemomeﬂpmhamWehmome

FAP G S 2 ER

For the six months ended 30 June 2018 E#Z—F

—N\FRA=THIEAREA

Six months ended 30 June

BEAA=THILAEA

2018 2017
Notes RMB’000 RMB’000
WeE ARETT ARETR
(Unaudited) (Unaud|ted)
(REER) REEEZ)
Revenue A 4 368,708 346,835
Cost of inventories sold BEEFERA (211,219) (213,187)
157,489 133,648
Other operating income H by A 4 51,466 47,353
Selling and distribution costs 73§k 4 (164,034) (116,392)
Administrative expenses THRAX (30,991) (30,111)
Gain on disposal of H:i% ~RIfE A
a subsidiary 1Fa 10,374 -
Other operating expenses HEMEEms (1,091) (210)
Operating profit before FRET1S T AT AS & i A
income tax (S 23,213 34,288
Income tax expense FsHiAx 6 (5,198) (10,111)
Profit and total F A LB eSS
comprehensive income for JERRZMEKA :
the period attributable to:
- Owners of the Company NGIL
BEA 18,015 24,177
Earnings per share for profit HiAZRQFHEE A
attributable to the owners EBLEFZER
of the Company during 27
the period
— Basic and diluted —HEARREE
(RMB cents) (ARES) 8 1.74 2.33

EHEERARAF -
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Interim Condensed Consolidated
Statement of Financial Position
&R R HA AR & BT S AR 3R

As at 30 June 2018 R=ZE— N\FXA=+H

At At

30 June 31 December
2018 2017
R-B—NE R-T—+%F
~A +=A

=+  =+-A

Notes RMB’000 RMB’000
M AR¥®TT  ARETT
(Unaudited) (Audited)
(REEX) (f&E:%)

ASSETS AND LIABILITIES XERE&E

Non-current assets EREBEE
Property, plant and Y BB MERE
equipment 160,179 171,127
Investment properties TEYE 290,800 290,800
Prepaid land lease SEL N 12,532 12,662
Intangible assets ERAE 872 6,369
Deposits paid BfiEe 22,250 19,517
Available-for-sale financial AtHESREE
assets - 3,235
Financial assets at fair BATEFAEM
value through other 2HEWES I
comprehensive income BE 3,235 -
489,868 503,710
Current assets REEE
Inventories and FERZFER
consumables 46,740 47,190
Trade receivables B E 5 R K 10 63,042 45,493
Deposits paid, prepayments 2 1E4 ~ FER A
and other receivables Ko E Ath fE W 3R0E 62,237 57,206
Cash and bank balances e MIRTTHERH 11 265,803 288,817
437,822 438,706
Current liabilities REBEE
Trade payables B SRR 12 139,925 194,499
Coupon liabilities, deposits =g afE « Bk
received, other payables e - HifER
and accruals RENRERTE R 126,379 111,203
Contract liabilities AHBE 8,152 =
Dividend payable JEAT AR 2 19,816 -
Amount due to a director Rt —RZEEHIA 59 59
Provision for tax THIEE S 12,898 14,393
307,229 320,154
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Interim Condensed Consolidated
Statement of Financial Position

BRI Ry S WS

As at 30 June 2018 R=ZE— N\FRA=+H

Net current assets

Total assets less current
liabilities

Non-current liabilities
Deferred tax liabilities

Net assets

EQUITY
Share capital
Reserves

Equity attributable to the
owners of the Company

RBEEFE
REERRBAE

FRBAE
BEEHBEAE

BEFE

R
EEEN
s

RRBER AL
L £

At At

30 June 31 December

2018 2017

RZZ—\F RZZT—tF

<A +=A

=+H =+—H

Notes RMB’000 RMB’000
B 5 AR®T ARETT
(Unaudited) (Audited)
(REEX) (E=Z)
130,593 118,552

620,461 622,262

22,486 22,486

597,975 599,776

10,125 10,125

587,850 589,651

597,975 599,776

EEFEERARAF -
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Interim Condensed Consolidated
Statement of Cash Flows

ERPHGSRERER

For the six months ended 30 June 2018 HZ —ZE— N\FXA=THI~EA

Net cash (outflow) inflow from KEEBBER(BIAFE
operating activities

Net cash outflow from HETHRE R FE
investing activities

Net cash outflow from BERSRERLFRE
financing activities

(Decrease) Increase in cash and BE&REEZEYORD)

cash equivalents #n

Cash and cash equivalents R—B—HZBEEE
at 1 January HeZEEY

Cash and cash equivalents RARB=1+HZHER
at 30 June HeZEEY
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Six months ended 30 June
BESNA=tHLAXEAR

2018 2017
—E-N\E T —t+F
RMB’000 RMB’000
AR¥T ARETT
(Unaudited) (Unaudited)
(RESER) (REER)
(18,283) 22,659
(4,731) (11,519)

- (8,969)

(23,014) 2171
288,817 328,610
265,803 330,781




Interim Condensed Consolidated
Statement of Changes in Equity
ERAFRHGRESEREEIR

For the six months ended 30 June 2018 & Z - — \&F XA =+ HIt/~EA

Statutory  Property
Share Share  Statutory  welfare revaluation  Merger Other Translation ~ Retained  Dividend Total
capital  premium  reserve  reseve  reserve  reserve  reserve  reserve profits ~ proposed equity
HE HEER
Bt BORE  iEME  EAES i ARFEE ARHE REBE REMW  RERS  BENE
RMBO00  RMB'000  RMB'OOD  RMB'OO0  RMB'OO0  RMBOO0  RMB'000  RMB'OOD  RMB'OO0  RMB'000  RMB'000
ARETT ARMTR ARRTRL ARMTR ARETRL ARMTR ARETR ARMTR ARBTR ARMTR ARBIR

Unaudited for the

six months ended

30 June 2018 10125 252478 64,715 2,085 L&l 12313 182 %69 238,703 19816 599,776
At January 2018 - - - - - - - - - - -
Proft and totel

comprehensive

income for the period - - - - - - - - 18015 8.015
Dividend paid for 2017 - - - - - - - - - 19,816) 19,816
Transfer to statutory resenve - - 2113 - - - - - 179 - -
At30 June 2018 R-E-N\ERAZTH 10125 26478 66,888 2,286 4 12318 (182 (969) 254545 - 591915
Unaudted for the z

ik months ended ﬁHH‘E&

30 June 2017
At January 2017 1015 26418 59223 2286 L4 12378 (182 (969 20812 25004 591,581
Profit and tota

comprefensiie b3l

income for the period k) - - - - - - - - um - um
Transfer to statutory resenve BAEE - - 409 - - - - - (4.029) - -
Dividend paid for 2016 - - - - - - - - - (8004 (25004
30 June 2017 H-B-tErAZ1E 1015 252478 63262 2,086 4] 12373 (182 (99 250960 -0

EERERRERAT - — 2 \FhHms 29



Notes to the Interim Condensed Financial Statements
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30

CORPORATE INFORMATION

AND BASIS OF PREPARATION

Jiahua Stores Holdings Limited (the “Company”)
was incorporated in the Cayman Islands as an
exempted company with limited liability. The
Company’s shares are listed on the Main Board
of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The principal activity of the Company is
investment holding. The principal activities of
the Company’s subsidiaries are operation and
management of retail stores and other related
businesses, provision of factoring services and
operation of restaurant in the PRC.

The unaudited interim condensed consolidated
financial statements (“Interim Condensed
Financial Statements”) of the Company and its
subsidiaries (collectively known as the “Group”)
for the six months ended 30 June 2018 (the
“period”) have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”) and the applicable disclosure
requirements of Appendix 16 of the Rules
Governing the Listing of Securities on the Stock
Exchange.

The Interim Condensed Financial Statements
have been prepared in accordance with the
same accounting policies adopted in the audited
financial information of the Company for the year
ended 31 December 2017 (the “2017 Annual
Financial Statements”), except for the accounting
policy changes that are expected to be reflected
in the 2018 annual financial statements. Details of
these changes in accounting policies are set out
in note 2.

Jiahua Stores Holdings Limited - Interim Report 2018
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Notes to the Interim Condensed Financial Statements

FEEA P AR A A SR AR M o

1. CORPORATE INFORMATION
AND BASIS OF PREPARATION

(CONTINUED)

The HKICPA has issued a number of
amendments to Hong Kong Financial Reporting
Standards (“HKFRSs”) that are first effective for
the current accounting period of the Group and
the Company. The Group has not applied any
new standard, amendment or interpretation that
is not yet effective for the current accounting

period.

The preparation of Interim Condensed Financial
Statements in conformity with HKAS 34 requires
management to make judgements, estimates and
assumptions that affect the application of policies
and reported amounts of assets and liabilities,
income and expenses on a period to date basis.
Actual results may differ from these estimates.

The Interim Condensed Financial Statements do
not include all the information and disclosures
required in the annual financial statements, and
should be read in conjunction with the audited
financial information of the Company for the year

ended 31 December 2017.

2. CHANGES IN ACCOUNTING

POLICIES

(@) Overview

The HKICPA has issued a number of new
HKFRSs and amendments to HKFRSs that
are first effective for the current accounting
period of the Group. Of these, the following
developments are relevant to the Group’s

financial statements:

o HKFRS 9, Financial instruments

e HKFRS 15, Revenue from contracts

with customers
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Notes to the Interim Condensed Financial Statements
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2. CHANGES IN ACCOUNTING
POLICIES (CONTINUED)

32

(@)

Overview (Continued)

The Group has not applied any new standard
or interpretation that is not yet effective for
the current accounting period.

The Group has been impacted by HKFRS
9 in relation to classification of financial
assets and measurement of credit losses,
and impacted by HKFRS 15 in relation to
presentation of contract liabilities. Details
of the changes in accounting policies are
discussed in note 2(b) for HKFRS 9 and note
2(c) for HKFRS 15.

Under the transition methods chosen, the
Group recognises the cumulative effects
of the initial application of HKFRS 9 and
HKFRS 15 as an adjustment to the opening
statement of financial position at 1 January
2018. Comparative information is not
restated.

HKFRS 9, Financial instruments

HKFRS 9 replaces HKAS 39, Financial
instruments: recognition and measurement.
It sets out the requirements for recognising
and measuring financial assets, financial
liabilities and some contracts to buy or sell
non-financial items.

Jiahua Stores Holdings Limited - Interim Report 2018
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Notes to the Interim Condensed Financial Statements

FEEA P AR A A SR AR M o

2. CHANGES IN ACCOUNTING

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments

(Continued)

The Group has applied HKFRS 9
retrospectively to items that existed at
1 January 2018 in accordance with the
transition requirements. The Group has
recognised the cumulative effect of initial
application as an adjustment to the opening
statement of financial position at 1 January
2018. Therefore, comparative information
continues to be reported under HKAS 39.

Further details of the nature and effect of the
changes to previous accounting policies and
the transition approach are set out below:

(i) Classification of financial assets
and financial liabilities
HKFRS 9 categories financial assets
into three principal classification
categories: measured at amortised
cost, at fair value through other
comprehensive income (FVOCI) and
at fair value through profit or loss
(FVPL). These supersede HKAS
39’s categories of held-to-maturity
investments, loans and receivables,
available-for-sale financial assets and
financial assets measured at FVPL. The
classification of financial assets under
HKFRS 9 is based on the business
model under which the financial asset is
managed and its contractual cash flow
characteristics.
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Notes to the Interim Condensed Financial Statements
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2.

34

CHANGES IN ACCOUNTING

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments

(Continued)

(i) Classification of financial assets
and financial liabilities (Continued)
Non-equity investments held by the
Group are classified into one of the
following measurement categories:

1 amortised cost, if the investment
is held for the collection of
contractual cash flows which
represent solely payments of
principal and interest. Interest
income from the investment is
calculated using the effective
interest method;

2 FVOCI - recycling, if the
contractual cash flows of the
investment comprise solely
payments of principal and
interest and the investment is
held within a business model
whose objective is achieved by
both the collection of contractual
cash flows and sale. Changes
in fair value are recognised in
other comprehensive income.
Any impairment, interest income
(calculated using the effective
interest method) and foreign
exchange gains and losses are
recognized in profit and loss. When
the investment is derecognized,
the amount accumulated in other
comprehensive income is recycled
from equity to profit or loss; or

Jiahua Stores Holdings Limited - Interim Report 2018
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Notes to the Interim Condensed Financial Statements
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2. CHANGES IN ACCOUNTING

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments

S BEEE (F)

(o) (BEBHBHRELERDE

(Continued) o5k - eI A(&)
(i) Classification of financial assets () 2HREERLHERE
and financial liabilities (Continued) 54 ()

3 FVPL, if the investment does
not meet the criteria for being
measured at amortised cost or
FVOCI (recycling). Changes in the
fair value of the investment and
interests are recognised in profit or
loss.

An investment in equity securities is
classified as FVPL unless the equity
investment is not held for trading
purposes and on initial recognition of
the investment the group makes an
election to designate the investment
at FVOCI (non-recycling) such that
subsequent changes in fair value are
recognised in other comprehensive
income. Such elections are made on
an instrument-by-instrument basis, but
may only be made if the investment
meets the definition of equity from
the issuer’s perspective. Where such
an election is made, the amount
accumulated in other comprehensive
income remains in the fair value reserve
(non-recycling) until the investment is
disposed of. At the time of disposal, the
amount accumulated in the fair value
reserve (non-recycling) is transferred
to retained earnings. It is not recycled
through profit or loss. Dividends from
an investment in equity securities,
irrespective of whether classified as
at FVPL or FVOCI (non-recycling), are
recognised in profit or loss.
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Notes to the Interim Condensed Financial Statements
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2. CHANGES IN ACCOUNTING

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments
(Continued)

36

(i)

(ii)

Classification of financial assets
and financial liabilities (Continued)
The significant financial assets of the
Group at 31 December 2017 included
trade and loan receivables and cash
and cash equivalents which are still
measured at amortised cost under
HKFRS 9, there is no material impact on
the carrying amounts of the assets on
adoption of HKFRS 9.

The measurement categories for all
financial liabilities remain the same,
except for financial guarantee contracts,
if any.

The carrying amounts for all financial
liabilities at 1 January 2018 have not
been impacted by the initial application
of HKFRS 9.

Credit losses

HKFRS 9 replaces the “incurred
loss” model in HKAS 39 with the
expected credit loss (“ECL”) model.
The ECL model requires an ongoing
measurement of credit risk associated
with a financial asset and therefore
recognises ECLs earlier than under the
“incurred loss” accounting model in
HKAS 39.
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Notes to the Interim Condensed Financial Statements
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2. CHANGES IN ACCOUNTING

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments
(Continued)

(ii)

(iii)

Credit losses (Continued)

The Group applies the new ECL
model to financial assets measured
at amortised cost (including cash and
cash equivalents, and trade and other
receivables). As the Group’s credit risk
is limited by the nature of its retail sales
model and the short maturity periods of
the financial assets the Group invests in,
this change in accounting policy does
not have a significant impact.

Transition

Changes in accounting policies resulting
from the adoption of HKFRS 9 have
been applied retrospectively, except as
described below:

1 Information relating to comparative
periods has not been restated.
The information presented for
2017 continues to be reported
under HKAS 39 and thus may not
be comparable with the current
period.
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2. CHANGES IN ACCOUNTING 2. BT HEREH(E)

POLICIES (CONTINUED)
(b) HKFRS 9, Financial instruments (b)
(Continued)
(iii) Transition (Continued)
2 The following assessment has been
made on the basis of the facts
and circumstances that existed at
1 January 2018 (the date of initial
application of HKFRS 9 by the
Group):

- he determination of the
business model within which a
financial asset is held.

- the designation of certain
investments in equity
instruments not held for
trading to be classified as at
FVOCI (non-recycling).

(c) HKFRS 15, Revenue from contracts (c)

with customers

HKFRS 15 establishes a comprehensive
framework for recognising revenue and

some costs from contracts with customers.

HKFRS 15 replaces HKAS 18, Revenue,

which covered revenue arising from sale of

goods and rendering of services, and HKAS

11, Construction contracts, which specified

the accounting for construction contracts.
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2. CHANGES IN ACCOUNTING
POLICIES (CONTINUED)

HKFRS 15, Revenue from contracts
with customers (Continued)

(©

The Group has elected to use the cumulative
effect transition method. Comparative
information has not been restated and
continues to be reported under HKAS 11
and HKAS 18. As allowed by HKFRS 15, the
Group has applied the new requirements
only to contracts that were not completed
before 1 January 2018.

Further details of the nature and effect of the
changes on previous accounting policies are
set out below:

(i)

Presentation of contract assets and
contract liabilities

Under HKFRS 15, a receivable is
recognised only if the Group has an
unconditional right to consideration.
If the Group recognises the related
revenue before being unconditionally
entitled to the consideration for the
promised goods and services in the
contract, then the entitlement to
consideration is classified as a contract
asset. Similarly, a contract liability,
rather than a payable, is recognised
when a customer pays consideration,
or is contractually required to pay
consideration and the amount is already
due, before the Group recognises the
related revenue. For a single contract
with the customer, either a net contract
asset or a net contract liability is
presented. For multiple contracts,
contract assets and contract liabilities of
unrelated contracts are not presented
on a net basis.
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2. CHANGES IN ACCOUNTING

40

POLICIES (CONTINUED)

(c) HKFRS 15, Revenue from contracts

with customers (Continued)

(i) Presentation of contract assets and
contract liabilities (Continued)
To reflect these changes in
presentation, the Group has made the
following adjustment at 1 January 2018,
as a result of the adoption of HKFRS 15:

“Coupon liabilities” amounting to
RMB12.9 million as at 1 January 2018,
which were mainly related to sales of
prepaid cards are now shown as a
separate line item as “contract liabilities”
on the face of the consolidated

statement of financial position.

(iij) Other impacts

The Group’s assessment is that the
impact of HKFRS 15 in other areas
including customer rights of return,
principle vs agent arrangements,
customer financing and other income
from aged unutilized prepaid cards is
not significant as either the respective
volume of transactions are not material
or the new standard has not led to a
change in accounting treatment.
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SEGMENT INFORMATION

The Group has identified its operating segments
and prepared segment information based on
regular internal financial information about
resources allocation to the Group’s business
components and review of these components’
performance. There are three business
components/operating segments, which are
operation and management of retail stores and
other related businesses, food and catering, and
provision of factoring services (2017: operation
and management of retail stores and other
related businesses, food and catering, and
provision of factoring services).

Certain comparative amounts in segment
information have been re-presented to conform
to the current year’s presentation for better
presentation.

3.

EEFEERARAF -

Notes to the Interim Condensed Financial Statements

FEEA P AR A A SR AR M o

EE R

REEME  AEEDHEE
E8 DB RREAEE AR
PO R B 76 25, 1 3 TR 4R P 2B 5
B8R B & Y 2% 48 B 2D 5
ZEOEWRESEER - B
7 A [ = B 7 MK 26
D EENE RS RETE
TEERAMABER  2Y
RER @ RIEHEERE(=
T +F QERERTEL
REMEBELE  RYURE
8 RISERI IR ) -

DREHRTHNETHLREED
BEMZ2IATARFEL5IIA
EEEZMW -

—E— \FhfRs 41



Notes to the Interim Condensed Financial Statements

42 Jiahua Stores Holdings Limited - Interim Report 2018

fEI B P HR B A IR R YR
3. SEGMENT INFORMATION 3. DEER(E)
(CONTINUED)
Operation and
management
of retail stores
and other Provision of
related Food and factoring
businesses catering services  Consolidated
BERER
SEERAM Rt
BBER RIRER RERHE aft
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE2H) (RE&H) (RE&H) (REEH)
RMB’000 RMB’000 RMB’000 RMB’000
N ARBT TR ARBT R ARETR
Six months ended 30 June 2018 ~ HZE=F-N\F
AR=TALEAER
Segment revenue HEIE 358,192 7,902 2,614 368,708
Segment results Lt 23,503 (9,638) 1,637 15,502
Gain on disposal of a subsidlary HE-RHBARGR 10,374 10,374
Unallocated corporate expenses ROELERY (2,663)
Operating profit before income tax ~ FRATS B AT &SRH 23,213
Income tax expense AR (5,198)
Profitfor the period BERET 18,015
Other segment information EthoEER
Interest income FEVON (2,791) @ (15) (2,810)
Additions to non-current assets ERBEERE 16,961 8,205 - 25,256
Amortisation of intangible assets EVEERS 58 1,506 = 1,654
Amortisation of prepaid land lease B +AEH 130 - - 130
Depreciation of property, NE BERRENE
plant and equipment 13,877 2,901 12 16,790
Loss on disposal of property, HENE  BERABEE
plant and equipment 170 - - 170
Obsolete inventories written off BERGHH 467 - - 467
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3. SEGMENT INFORMATION

(CONTINUED)

At 30 June 2018

Segment assets

Financial assets at fair value through
other comprehensive income

Other unallocated corporate assets

Total assets

Segment liabilities

Provision for taxation

Deferred tax liabilities
Unallocated corporate liabilities

Total liabilities

RZ2-NERA=1A

HEgE
BRTET\ SR TR

ZHEE
EbRAELFAE
g2z
NEERE
RERE

ETHAR(E
AELRERE

3. ZEMER(H)

Operation and
management
of retail stores
and other Provision of
related Food and factoring
businesses catering services  Consolidated
fepEn
SEERAL Rt
RBx% RNREK RER® af
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REEH) (REEH) (REBEH)
RMB'000 RMB'000 RMB'000 RMB’000
ARETR ARETR ARETT ARETT
868,328 - 54,766 923,094
3,235
1,361
868,328 - 54,766 927,690
293,025 - 385 293,410
12,898
22,486
921
293,025 - 385 329,715
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3. SEGMENT INFORMATION 3. »HER (&
(CONTINUED)
Operation and
management
of retail stores
and other Provision of
related Food and factoring
businesses catering services  Consolidated
BERER
TEERAR Rt
e SNREHR RERE aff

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE5%) (REE%) (k5% (kEE%)

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT

Six months ended 30 June 2017 HEZE-+%
AR=TALAEA

Segment revenue AEkE 342,041 4,157 637 346,835
Segment results PEEE 42539 (5,936) 338 36,941
Other unallocated corporate expenses  EftAARA BT (2,699)
Operating profit before income tax RT3 A1 @4 %7 34,288
Income tax expense FERER (10,111)
Proft for the period iyl 24,177
Other segment information HtpEER
Interest income FIEVON (2,731) o) (15) (2,750)
Additions to non-current assets FRBEETRE 7,052 2,595 - 9,847
Amortisation of intangible assets EVEEES 58 2,325 - 2,383
Amortisation of prepaid land lease B ti4E % 131 = = 131
Depreciation of property, % BERRENE

plant and equipment 14,678 1,280 2 15,860
Obsolete inventories written off REGENS 622 - - 622
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3.

3. SEGMENT INFORMATION
(CONTINUED)
QOperation and
management
of retail stores
and other
related
businesses
AeRER
TEERAM
EEES
(Audited)
(BER)
RMB'000
ARETT
At 31 December 2017 RZE-tF
t-A=t-A
Segment assets NREE 864,666
Avallable-for-sales financial assets ~ EEHESBEE
Other unalocated corporate assets ~ EftAARLLE%E
Total assets BEE
Segment liabilties HEEE 300,816
Provision for taxation HBkE
Deferred tax liabities BRENEAE
Unallocated corporate liabities AORLEEE
Total liabities Rk

EERERRARAR
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2EER (&)
Provision of

Food and factoring
catering services
Rt

RUREH RERE
(Audited) (Audited)
(&2%) (&2R)
RMB'000 RMB'000
AEETR  ARETR
23,884 47313
3,261 258

Consolidated

aff
(Audited)
(5%7)
RMB'000
AREFT

935,863
3,285

3,318

942,416

304,335
14,393
22,486

1,426

342,640
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3.

46

SEGMENT INFORMATION

(CONTINUED)

The PRC is the country of domicile of the Group.
The country of domicile is determined by referring
to the country which the Group regards as its
home country, has the majority of operations and
centre of management.

No separate analysis of segment information
by geographical segment is presented as the
Group’s revenue and non-current assets,
including available-for-sales financial assets, are
principally attributable to a single geographical
region, which is the PRC.

Information about a major customer
There was no single customer that contributed to
10% or more of the Group’s revenue for the six
months ended 30 June 2017 and 2018.

Jiahua Stores Holdings Limited - Interim Report 2018
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4. REVENUE AND OTHER 4.
OPERATING INCOME

The Group is principally engaged in operation and
management of retail stores and other related
businesses, provision of factoring services and
sales of food and catering (2017: operation and
management of retail stores and other related
businesses, provision of factoring services and
sales of food and catering). Revenue, which is
also the Group’s turnover, represents invoiced
value of goods sold after allowances for returns
and discounts, commission from concessionaire
sales, rental income, sales of food and catering,
and interest income from factoring services.
Revenue recognised during the period is as

follows:

Revenue

Sales of goods

Commission from
concessionaire sales

Rental income from sub-leasing
of shop premises

Rental income from investment
properties

Rental income from sub-leasing
of a shopping mall

Interest income from factoring services

Sales of food and catering

Other operating income

Interest income

Government grants

Administration and management fee
income from suppliers

Others

HHEEHDEOBSRA
REMEOESRA
HHEBSNENBSRA

RERERE 2 MEHA
HERMIER

T O
AR

Gt
R E TR

EEERA
Hif

FEFE
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AR B A S A

AEBEFBEBACE LT
TEEREMEEAER - B4
RERBREERYRER
(Z2E—+F : KEREET
SR REMARER -« RER
BRENEERMEER) -
WA (T RASEE 2 Z%8E)
BELERMNBRRE RN

HEHEMBHES ek
A SHERY REBERKIRER
BRISFTEENF B 2 EHE
%E{E c AR FER MW A 40

Six months ended 30 June
BEXRA=THLAMEA

2018 2017
—E-N\E e
RMB’000 RMB'000
ARBTT AREFT
(Unaudited) (Unaudited)
(RBER) (RigEz)
252,330 253,828
56,510 55,807
27,944 27,123
5,392 5,283
16,014 =
2,614 637
7,904 4,157
368,708 346,835
2,810 2,750
3,881 753
31,636 29,153
13,139 14,697
51,466 47,353
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5. OPERATING PROFIT BEFORE 5. ERFf1SHiAT&& MF
INCOME TAX

Six months ended 30 June

BEAA=THLEXEAR

2018 2017
—E-N\E§ —E—F
RMB’000 RMB'000

ARMT AR¥FT
(Unaudited) (Unaudited)
(REER) (RiE=ER)

Operating profit is arrived at after REFFIEMBRIATIEAR -

charging:
Depreciation of property, plant and ¥ BERRETE
equipment 16,790 15,860
Amortisation of prepaid land lease S R 130 131
Amortisation of intangible assets B R 1,654 2,383
Loss on disposal of property, HENE  BERREEBE
plant and equipment 170 -
Operating lease rentals in respect of ~ THIRIEFHLERERS
land and buildings 57,750 27,589
Obsolete inventories written-off MERERFE 467 622
Staff costs, including directors’ BIMA  BEEENE
emoluments
- salaries and other benefits —He REMBF 49,275 43,149
- contributions to pension scheme —RIREFTEMER 5,553 4,744
and crediting: REBFA:
Rental income from investment REMEZB2WA
properties 5,391 5,283
Sub-letting of properties HHME
- Base rents —-EAHfe 25,496 24,532
- Contingent rents* etk 2,448 2,591
27,944 27,123
* Contingent rents are calculated based on a e SR IR ERERHERA
percentage of the relevant sales of the tenants FHBEENETFE Y LE
pursuant to the rental agreements. & o
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6. INCOME TAX EXPENSE 6. FTBHAX

Current income tax
PRC enterprise income tax

ENERFR 1SR

The Group is not subject to any taxation under
the jurisdiction of the Cayman Islands and British
Virgin Islands during the period (six months
ended 30 June 2017: Nil).

No provision for Hong Kong Profits Tax has been
made as the Group had no estimated assessable
profits in Hong Kong for the period (six months
ended 30 June 2017: Nil).

Subsidiaries of the Company established in the
PRC (except for Guangxi which corporate income
tax rate was 15% (2017: 15%) pursuant to the
privilege under the China’s Western Development
Program (75 #0 X B %)) were subject to PRC
enterprise income tax at the rate of 25% for the
year under the income tax rules and regulations
of the PRC (2017: 25%).

PR RAEH

Six months ended 30 June
HEAA=THLAEA

2018 2017
—E-N\E —T—4F
RMB’000 RMB’000
AR¥ETF T AREFTT
(Unaudited) (Unaudited)
(RBER) (RieEz)

5,198 10,111
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6.

50

INCOME TAX EXPENSE
(CONTINUED)

Pursuant to the Detailed Implementation
Regulations for implementation of the new
Corporate Income Tax Law of the PRC issued
on 6 December 2007, a 10% withholding income
tax shall be levied on the dividends remitted by
the companies established in the PRC to their
foreign investors starting from 1 January 2008.
Dividends declared or proposed out from the
profits generated by the PRC companies after 1
January 2008 shall be subject to this withholding
income tax.

DIVIDEND

(@) The Board of Directors does not recommend
the payment of an interim dividend for the
period (six months ended 30 June 2017: Nil).

(b) Dividend attributable to the previous financial
year, approved and paid during the period:

Final dividend in respect of the

6. FriS%iR < (&)

BER=ZZZ+F+=AXH
%%m¢lﬁ¢¥% SHEE
MR B=TTENF—A—
Eﬂ’%%&¢ﬁﬁﬁ%@ﬂ
MEBIMNEEET IR B
W10%MIBIFABH - R=ZF
ZNEFE—A—B#%  UHEARQ

RIEAMGNERKIEZREIR
HOR% B B BN TESNFT ISR ©

(o) AHIMHEE KK 2 BE
MRFERS

For the six months ended
HEAA=THLAEA

PRI R LE SR 2 3B

previous year, approved and paid  EEEREREFRA

during the period, of RMB1.91 RE1.919 (&
cents (six months ended 30 June

2017: RMB2.41 cents) per share
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=%

_‘tﬁf\ﬂf‘l' EUJ:/\
@A AR#2.41%

30 June 2018 30 June 2017
—E-N\% —T L%
RMB’000 RMB’000
ARBTR AREFT
(Unaudited) (Unaudited)
(REER) (RIEEZ)

) 19,816 25,004




EARNINGS PER SHARE

The calculation of basic earnings per share is
based on the profit attributable to the owners
of the Company for the period of approximately
RMB18,015,000 (six months ended 30 June
2017: approximately RMB24,177,000) and the
weighted average number of approximately
1,037,500,002 (six months ended 30 June 2017:
approximately 1,037,500,002) ordinary shares in
issue during the period.

Diluted earnings per share were same as the
basic earnings per share as the exercise price of
the Company’s outstanding options were higher
than the average market price for the periods and
there were no other potential dilutive ordinary
shares in existence during the periods.

CAPITAL EXPENDITURES

During the period, the Group incurred capital
expenditures of approximately RMB25,256,000
(six months ended 30 June 2017: approximately
RMB9,847,000) which mainly related to the
acquisition of leasehold improvements, plant and
machinery, furniture, fixtures and equipment and
motor vehicles and tools.

Notes to the Interim Condensed Financial Statements
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BREF
BREABFZBEANARQ G
BHEABMEBERAOARE
18,015,000 L (B E =T —+
FRAZTHIEAEAR 4
ANR#24177,0007T) & B A
EETEERNEFTHEY
1,087,500,002 i (& = = =
—tFRNA=ZFTHLEAREAR :
#91,037,500,002/% )51 & -
HARA RN E M ARITEBRE Y
TEESREREEME &
GRS 2 F) H T AR A 2 F
HAR K B 4 E fh BLEE
H 2 LR o

BB

R AEBEAEARTY
AR 825,256,000 (BE—
T—+EXNA=ZF+HIEANE
A+ #) A\R#9,847,0007T) -
TEHEHFEASMERE W
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10.TRADE RECEIVABLES

52

All of the Group’s sales are on cash basis
except for trade receivables from certain
bulk sales of merchandise to corporate
customers, rental income receivables from
tenants and loan receivables from provision
of factoring services. The credit terms offered
to the customers or tenants from operation
and management of retail stores are generally for a
period of one to three months, while to customers
from factoring services are generally for a period
of one to nine months. Trade receivables were
non-interest-bearing, except for trade receivables
from factoring services.

The aging analysis of the Group’s trade
receivables, based on invoice dates, is as follows:

Within 30 days 30BA

31 - 60 days 31£60H
61 - 180 days 61£180H
181 - 365 days 181£365H
Over 1 year —FpE
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10. B B 5 BR =X

BRETACERSELNHAR
BREE  EIvAENRS K
ARFEWIRID £ 7600 B 3B K
5N AREMAAHEIARS
BT BTUHEMERERT
EENEPRAEMEESE—
BA—Z={AA - METRE
EBrEPNERRA—RA—
ENEA - BRERARDBER
5N MR BERAARE -

AEBEWE S HERIRERER

M BRE DT -
At 30 June At 31 December
2018 2017

RZE-N\F RZZT—+F
AA=tB +=ZA=+—H

RMB’000 RMB’000
ARBTRT AREFTT
(Unaudited) (Audited)
(REER) (BEZ)
23,096 8,795
17,569 25,027
21,663 11,242

332 282

382 147

63,042 45,493
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11.CASH AND BANK BALANCES

11. B RBITEER

Cash at banks and in hand

Bank deposits maturing
within three months

Cash and cash equivalents for
the purpose of statement

of cash flows

Bank deposits maturing over

three months

12.TRADE PAYABLES

RITRFHERS
i I EEE
RITER

ReRERNAER
HE%EY

=18 A LASMEIEy
RITER

The credit terms granted by suppliers are
generally for a period of 30 to 60 days.

The aging analysis of the trade payables, based

on invoice dates, is as follows:

Within 30 days
31 - 60 days
61 - 180 days
181 - 365 days
Over 1 year

30HA
31£60H
61%180H
1812365H
—FUE

EERERRARAR

At 30 June At 31 December
2018 2017
RZZ-N\F RZZT—+F
AA=tH +ZA=+—H
RMB’000 RMB’000
ARBTR AREFT
(Unaudited) (Audited)
(RBER) (&%)
231,050 151,150
14,753 107,667
245,803 258,817
20,000 30,000
265,803 288,817

12. B E 5 R
B4R 7R A (S B — MRUB30

£60H -

NS ZRMIREZH BN

BomT
At 30 June At 31 December
2018 2017
R-ZE-\F RZIT—LF
~A=+H +=ZA=+—H
RMB’000 RMB'000
ARETR AREFT
(Unaudited) (Audited)
(REER) (&%)
37,315 105,662
75,187 56,804
21,465 19,530
825 4,345
5,133 8,158
139,925 194,499
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13.0PERATING LEASE
ARRANGEMENTS

(@) Group as lessee
The total future minimum lease payments
under non-cancellable operating leases in
respect of land and buildings payable to
independent third parties are as follows:

Within one year —%R"
In the second to fifth years E_FEERF
After five years hFik
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13.8EHERH

(a) ANEBEEAEEA
RIETAT RS L REF
EETHE AR KRR E B
NEZHz&ERENRK

HWEEINT -
At 30 June At 31 December
2018 2017

R-Z-N\F RZT—tF
~NA=+H +=ZA=+-H

RMB’000 RMB’000
AR®TR AREFTT
(Unaudited) (Audited)
(REEH) (EB)
63,655 47,730
219,955 83,555
191,170 19,063
474,780 150,348
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13.0PERATING LEASE
ARRANGEMENTS (CONTINUED)

(@) Group as lessee (continued)
The total future minimum lease payments
under non-cancellable operating leases in
respect of land and buildings payable to
related companies, Shenzhen Baijiahua
Group Company Limited (“BJH Group”) and
Shenzhen Jiahua Real Estate Development
Company Limited (“JH Real Estate”),
companies in which Mr. Zhuang Lu Kun and
Mrs. Zhuang Su Lan, the wife of Mr. Zhuang
Lu Kun, have beneficial interests, are as

follows:

Within one year

In the second to fifth years

After five years

13. R HER B (&)

(a)

il

A
e
o
i
£
”
i

[

= TR 5 S
£ S
mit

H- 8t R
P

® 1l

-~
B S

R T S

[a—
~

7]

Bl S5 HF S =T e

Hﬁa&

=

55
" Shat e ot W R DAY

R

S5 ST - T R R S -

3 2 AR

%
sy
pm]
-

RIS NI E
el

2 ol 3 ol 34
N

- H

S 4 S0 e 1} B

FADD
o
\:\L_\
2
ESN
CRb

\
L

At 30 June At 31 December
2018 2017
R-ZE—\F RZT—LF
~A=+H +=ZA=+—H

RMB’000 RMB’000
AR®T ARETT
(Unaudited) (Audited)
(RBER) (&&%)
35,359 33,000
100,568 103,074
206,271 226,189
342,198 362,263
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13.0PERATING LEASE
ARRANGEMENTS (CONTINUED)

56

(@)

Group as lessee (continued)

The Group leases a number of land and
buildings under operating leases. The leases
run for initial periods of one to fifteen years,
with an option to renew the lease terms
at the expiry date or at dates as mutually
agreed between the Group and respective
landlords. None of the leases include
contingent rentals.

Group as lessor

The Group sub-leases out a number of land
and buildings under operating leases. One of
the leases run for an initial period of ten years
and is cancellable with four months’ notice.
The rentals on this lease are calculated
based on a percentage of the relevant
sales of the tenants pursuant to the rental
agreement. Contingent rents recognised
in the profit or loss during the six months
ended 30 June 2017 and 2018 are disclosed
in note 5 to these financial statements. All
other leases are cancellable with one to two
months’ notice.

The Group leases the investment properties
under operating lease run for initial periods of
six to ten years.

Jiahua Stores Holdings Limited - Interim Report 2018
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13.0PERATING LEASE

ARRANGEMENTS (CONTINUED)

(b) Group as lessor (continued)

The total future minimum lease receivables
under non-cancellable operating leases from
independent third parties are as follows:

Within one year

In the second to fifth years

After five years

—FR
F_FEERF
AFR

The total future minimum lease receivables
under non-cancellable operating lease from
related parties, namely JH Real Estate and
BJH Group, companies in which Mr. Zhuang
Lu Kun and Mrs. Zhuang Su Lan, the wife
of Mr. Zhuang Lu Kun, have beneficial

interests, is as follow:

Within one year

In the second to fifth years

After five years

—ER
F-FEENF
LF%

13.

EEAEERAERAF -

REHEZH(R)

(o) AEBEERHBEANE)

RETAIREL2HER
WBIE =77 2 RERZKIE

HemEmT
At 30 June At 31 December
2018 2017
R-E-\F RZIT—LtF
~A=tHA +zZA=+-H
RMB’000 RMB’000
ARETR AREFT
(Unaudited) (Audited)
(REER) (&%)
36,461 37,660
113,168 122,582
58,641 67,875
208,270 228,117
RIBETAHELCERE -
RRFEWRREF EEF i
EXBEEEE(HER
S R R A (R
HMEAZ T )REERE
w) 2 HEHEENRETE
LN
At 30 June At 31 December
2018 2017
RZZE-N\F RZZT—+F
~NA=+H +=ZA=+-H
RMB’000 RMB’000
ARBTR AREFTT
(Unaudited) (Audited)
(RBER) (&%)
2,923 2,923
9,653 9,905
7,777 8,986
20,353 21,814
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14. RELATED PARTY TRANSACTIONS
In addition to those transactions and balances
detailed elsewhere in this Interim Condensed
Financial Statements, the following transactions
were carried out with related parties:

14.BEALTRS
BEEEATHETIRS

(a) Transactions with BJH Group (a) HEFEELEBE IS

Six months ended 30 June
HEXA=TALAEA

B 7N 5 B PP A B 755 3 5% EL A D
DEINZR 5 MR - AT

2018 2017
—E-N\F S
Notes RMB’000 RMB’000
fisE ARBTR ARETTT
(Unaudited) (Unaudited)
(RIEER) (RigEz)
Operating lease rentals BB RET
paid in respect of TRREEEE
land and buildings ik (i (6,955) (6,468)
Operating lease rentals B RIEFH
arrangement in respect of REHE
land and buildings ikaez (i) - (2,759)
Operating lease rentals BB REFH
income in respect of wEREHS
land and buildings L/ON (i (1,096) (1,164)
Rental income arrangement T4t A\ % b (if) - 414
Utilities income arrangement /KB & U A Z 8 (i) - 257
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14. RELATED PARTY TRANSACTIONS
(CONTINUED)

(@) TTansacﬁonS\Nnh BJH Group (continued)

(0

(i)

The amounts were determined in
accordance with the terms of the
underlying agreements.

BJH Group (as tenant) entered into
lease arrangements with certain
independent third parties (as landlords)
to lease certain premises rented by the
Group. The Group paid rental expenses
of these premises as disclosed above
directly to the landlords and not to BJH
Group.

Pursuant to a lease agreement dated
28 April 2002 between FYI T ERE
EEARAF (“Zhong Peng Zhan”) (as
landlord) and BJH Group (as tenant),
BJH Group leases store premises for
a term of 15 years commencing from
16 November 2002 and expiring on
15 November 2017. Pursuant to a
supplemental lease agreement dated 1
March 2004 between Zhong Peng Zhan
and BJH Group, Zhong Peng Zhan has
consented that BJH Group can provide
the store premises for occupation by
the Group. Zhong Peng Zhan also
consented that the Group shall pay
the rental under this lease agreement
directly to Zhong Peng Zhan and
BJH Group has guaranteed the timely
payment of rentals to Zhong Peng Zhan
by the Group.

The lease has been renewed under the
name of the Group on 16 November
2017.

14.BE A

(a)
(i)

EEFEERARAF -

X5 (&)

R EEEE 25 ()

%R 5 R IR AR BE 13

IR

BEEEEERER
HETHEIE=FE
SEITITVMEER
BE - AEHEETHA
SEEANYE - &
S B Rt £ R R %
SYEREERAEETM
FREEEEXNME
BHX -

BRI hER
EBR QA (A
Bl EA%x)E

FELE(EAMAR)
Fra]S B8 AT
ZHEMAZ+NAEH
HERZ BEES
EREEHYE M
HE+REF BH=F
T-F+—HF+xH
BE-_T—+F+—
B+RBER - R
FESRER(EEELER
sl B A=
ME=ZA— BT
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il
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14. RELATED PARTY TRANSACTIONS

60

(CONTINUED)

(@) Transactions with BJH Group (continued)

(i) BJH Group (as landlord) entered into
certain sub-lease arrangements with an
independent third party (as tenant) to
sub-lease part of the retail stores which
were rented by the Group. BJH Group
received the rental income and utilities
income as disclosed above on behalf of
the Group. Pursuant to a supplemental
agreement dated 6 November 2006
between BJH Group and the Group,
BJH Group confirmed that the Group
was entitled to the rental income as
landlord from the independent third
party commencing 1 March 2004.
The rentals were determined in
accordance with the terms of underlying
agreements.

(b) During the six months ended 30 June 2018,

the Group leased properties from JH Real
Estate. The operating lease rental expenses
were approximately RMB5,497,000 (six
months ended 30 June 2017: approximately
RMB1,813,000). The amount was
determined in accordance with the terms of
the underlying agreement.

During the six months ended 30 June
2018, the Group leased properties to JH
Real Estate, the operating lease rental
receivable was approximately RMB365,000
(six months ended 30 June 2017: 365,000).
The amount was determined in accordance
with the terms of the underlying agreement.

Jiahua Stores Holdings Limited - Interim Report 2018
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14. RELATED PARTY TRANSACTIONS 14.BEA LR 5 (&)

(CONTINUED)

(c) Compensation of key management (c) TEEBAEME
personnel

Six months ended 30 June
HERA=THILAXMEA

2018 2017
—Z2-N\E —E—+F
RMB’000 RMB’000
AR¥F R AR¥FT
(Unaudited) (Unaudited)

(REER) (REER)

Wages, salaries and allowances IE - He k=i

(short-term employee benefits) (BHETHEH) 1,784 1,868
Pension costs - defined BRSHKA
contribution retirement *E%ﬁf t3
scheme (post-employment RIRETE
benefits) (ﬁﬁﬁ%ﬂé%a ) 84 85
1,868 1,958
15.PROFESSIONAL TAX ADVICE 15.2RSEREXBBR

2
RECOMMENDED B
If the shareholders of the Company are unsure WEARARRBREHEER
about the taxation implications of purchasing, =] 30 EEHX@‘RH@E&
holdings, disposing of, dealing in, or the exercise A R 2 1 7’F‘JE’J$R5‘%%‘2‘
of any rights in relation to, the shares, they are B BRERBHAZEX
advised to consult an expert. g

16.TAX RELIEF AND EXEMPTION 16. BB E &

The Company is not aware of any tax relief and $Qﬂﬂ7%ﬂ%ﬂxilﬁ7ﬁ$
exemption available to shareholders by reason of NAEIEHMAIZH 2 EARE
their holding of the Company’s securities. /)Tﬂéﬁa o

EERERRERAT - — B \FhHmRs 61
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17.PERMITTED INDEMNITY 17. B EF 2 BEKRX

PROVISION

The Company has arranged for appropriate
insurance cover for Director’s and officers’
liabilities in respect of legal actions against its
Directors and senior management arising out
of corporate activities. The permitted indemnity

ARREREEERSRER
EBrifteEmE ACEETHEE
ZERITE)  AEERITHRA
BrEBEEBRERRTH - &
Fﬁ%ﬁmZEﬁﬁ%%MX

IJ

7

provision is in force for the benefit of the Directors BB N THED (FHEEHFE622
as required by section 470 of the Companies ﬁ)%4701\¢2%ﬁ;ﬁb‘/\§$fﬁ§z
Ordinance (Chapter 622, Laws of Hong Kong) CEERERBATEN(F

when the Directors’ Report prepared by the
Directors is approved in accordance with section
391(1)(a) of the Companies Ordinance (Chapter
622, Laws of Hong Kong).

7BA 86225 ) 5391(1) (a)iF
BB AR -

18.COMPLIANCE WITH THE 1. BETFHATRAEBERY
RELEVANT LAWS AND ENERBEERRYG
REGULATIONS THAT HAVE A 1%

SIGNIFICANT IMPACT ON THE
COMPANY

The Group is continuously monitoring their
compliance to ensure that the Group abides by
such laws and regulations from time to time.

AEE AR AR ES
D LME%ZKEIEI R
HRBEEARY E’J*ﬁﬁﬁxﬂi

Besides those general laws and regulations such KRG - ﬁf5§¢¢ EIR/NETP7

as the Company Law of the PRC, the Listing BEBLE MR NEE R L
Rules of Hong Kong Stock Exchange, the Group &2 BeSs  RI|EER - K
has also complied in all material respects with all EBRNMESEARTEESTYHAKR

the laws and regulations that have a significant
impact on the business of the Group.

19.APPROVAL OF THE INTERIM

CONDENSED FINANCIAL
STATEMENTS

The Interim Condensed Financial Statements
were approved and authorised for issue by the
Board of Directors on 30 August 2018.
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Corporate Governance and Other Information

TERERRHMER

DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES
OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2018, the interests or short positions of
the Directors and chief executives 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 (“SFO”)) which (a)
were required notification to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions
which any such Director and chief executives is taken
or deemed to have under such provisions of the SFO);
or which (b) were required pursuant to Section 352 of
the SFO to be entered into the register maintained by
the Company; or which (c) were required, pursuant to
Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) contained in the
Listing Rules, to be notified to the Company and the
Stock Exchange were as follows:

Ordinary Shares of HK$0.01 each of the
Company

¢

EERZSTRAERAE
R AHEAEEEE RO R
HERGHERIXR

]

RZZE-NFRA=1+H BFERK
BEITHA 8RR R E 5k H A4
BorE(E& RES RS GOI(TE
7 B EG] ) EXVER) B A K

TR DT - BEA ()RR E FH K
EEBIEXVEE7T RS IBAENEG
ARRREZ AR ERIAR (R
FEANEBREZERES1THRABR
B S RIS IR E BE R E
SAREHANERIAR) ¢ 3(b)

RIERE 7 MR 1R D] 352 1R A 8
AR RBIFFGFEECMANEZRX
KA HO)RIE ETRAME LT
AAEFETESRGITEEST A
([MREF R D) AMEARRE RER
FreviE s KRR I

AABFREECOIEITHNYE
il

Number of shares/

Underlying Shares Held Percentage

FiERS,/ AERAEE of Issued

Personal Family Total Shares

Name Capacity Interest Interest Interest HBRT

®H 5% BARZ  RGEE  EEEE ROESH

Mr. Zhuang Lu Kun Beneficial Owner 617,985,000 67,500,000 685,485,000 66.07%
(“Mr. Zhuang”) ERBAA (Note 1)
iREmE A (FzE1)

([H%4E])
Mr. Zhuang Xiao Xiong Beneficial Owner 75,000,000 - 75,000,000 7.23%

RS EafEA

[

EREERERAF -

—T—)\FFEmE 63
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Note:

(1) 67,500,000 Shares are held by Mrs. Zhuang Su Lan
(“Mrs. Zhuang”). Since Mrs. Zhuang is the spouse of Mr.
Zhuang, under the SFO, Mr. Zhuang is deemed to be
interested in the said Shares held by Mrs. Zhuang.

All the interests disclosed above represent long
position in the shares and underlying shares of the
Company.

Other than those disclosed in note 14 to the interim
condensed financial statements (which were approved
by the independent non-executive Directors and
in the opinion of the Directors were carried out on
normal commercial terms and in ordinary course of
the Group’s business), no contracts of significance
in relation to the Group’s business to which the
Company, its holding company, fellow subsidiaries
or any of its subsidiaries was a party and in which
a Director had a material interest, whether directly
or indirectly, subsisted at the end of the Period or
at any time during the Period. At no time during
the Period was the Company, its holding company,
fellow subsidiaries or any of its subsidiaries a party of
any arrangement to enable the Directors to acquire
benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body
corporate.

Save as disclosed above, none of Directors, nor their
associates, had any other interests or short positions
in the shares and underlying shares of the Company
or any associated corporations (within the meaning
of Part XV of the SFO) which (a) were required
notification to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which any such
Director or chief executive is taken or deemed to have
under such provisions of the SFO); or which (b) were
required pursuant to Section 352 of the SFO to be
entered into the register maintained by the Company;
or which (c) were required, pursuant to the Model
Code contained in the Listing Rules, to be notified to
the Company or the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’

INTERESTS

As at 30 June 2018, according to the register kept
by the Company pursuant to Section 336 of the SFO,
and so far as was known to any Director, the following
persons (other than the interests of certain Directors
disclosed under the section headed “Directors’ and
Chief Executives’ Interests and Short Positions in
Shares, Underlying Shares and Debentures of the
Company or any associated Corporation” above),
had an interest or short position in the shares and
underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO:

Type of Personal
Name interest Capacity Interest
®E EREE 50 B Az
Mrs. Zhuang Personal Beneﬂcial owner 67,500,000
$EX EAFZE  BREHA
Note:

(1) 617,985,000 Shares are held by Mr. Zhuang. Since Mr.
Zhuang is the spouse of Mrs. Zhuang, under the SFO,
Mrs. Zhuang is deemed to be interested in the said

Shares held by Mr. Zhuang.

Save as disclosed above, there was no other person
known to the Directors, other than the Directors, who,
as at 30 June 2018, had an interest or a short position
in the shares and underlying shares of the Company
which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of
the SFO.

DIVIDEND DISTRIBUTION

The directors do not recommend payment of an
interim dividend for the Period.

TERFER

R-B—NEXA=1A  BEBX
AFIRIEE % R 85 1551 B 33616
BENBZMAR - RIZEBFTA
A BRIV BEERESTHABR
72X ) s EL T A4 B A R £ -
HERB RESMERRAR | —

BATEEETES 2RI T3
ATRAERRRRG MABBERDS -
Tfﬁﬁ*ﬁ%zm%}&ﬁ;@ﬂ |7|<1§U%XVjB§E
2&3/‘* BAIAD R B ENEZ

/)( F'

Approximate
percentage of

Family shareholding
Interest Total R L
RikER et Bok

617,985,000 685,485,000 66.07%

(Note 1)

(FiaE1)

B3
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PURCHASE, SALES OR
REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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

SHARE OPTION SCHEME

The Company has a Pre-IPO Share Option Scheme
(the “Scheme”). The purpose of the Scheme is to
provide the Company with a means of giving incentive
to, rewarding, remunerating, compensating and/or
providing benefits to the Directors, employees of and
consultants, professional and other advisers to the
Group.

During the six months ended 30 June 2018, there
were no outstanding Options.

CORPORATE GOVERNANCE CODE

The Company complied with the code provisions of
the Corporate Governance Code (the “Code”) and
Corporate Governance Report set out in Appendix
14 to the Rules (the “Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Stock Exchange”). The Company had
complied with the provisions of the Code throughout
the Period save as disclosed below.

Code Provision A.6.7 of the Code requires that
Independent Non-executive Directors should attend
general meeting. Due to other commitments, one
Independent Non-executive Directors of the Company
had not attended the annual general meeting of the
Company held on 30 May 2018.

Code provision E.1.2 of the Code requires that the
chairman of the board should attend the annual
general meeting. Mr. Zhuang Lu Kun, the Chairman
of the Board was unable to attend the annual general
meeting of the Company held on 30 May 2018 due to
his other business engagements.
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MODEL CODE FOR SECURITIES

TRANSACTIONS

The Board has adopted the Model Code for
Securities Transactions by Directors of Listed
Issuers (“Mode Code”) as set out in Appendix 10 to
the Listing Rules as the Company’s own code for
securities transactions by its Directors. Following
specific detailed enquiries made with all Directors,
the Company confirms that all Directors have fully
complied with the required standards set out in the
Model Code during the six months ended 30 June
2018.

REMUNERATION COMMITTEE

The Company has established a remuneration
committee on 30 April 2007. The remuneration
committee, which comprises the three Independent
Non-executive Directors and one Executive Director,
is responsible for reviewing and determining the
appropriate remuneration policies of the Directors and
senior management and making recommendations to
the Board from time to time.

NOMINATION COMMITTEE

The Company has established a nomination
committee on 30 April 2007. The nomination
committee, which comprises the three Independent
Non-executive Directors and one Executive Directors,
is responsible for determining the criteria for
identifying candidates suitably qualified, reviewing
nominations for the appointment of Directors to the
Board and making recommendations to the Board
regarding any proposed changes.
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AUDIT COMMITTEE

The Company has established an audit committee on
30 April 2007 in compliance with the Rule 3.21 of the
Listing Rules. The audit committee, which comprises
the three Independent Non-executive Directors, has
reviewed the accounting principles and practices
adopted by the Company as well as internal control
and financial reporting matters, including the review
of the unaudited interim results for the six months
ended 30 June 2018. The financial statements of
the Company for the six months ended 30 June
2018 have been reviewed and approved by the
audit committee, who are of the opinion that such
statements comply with the applicable accounting
standards, the Listing Rules and legal requirements,
and that adequate disclosures have been made.

INTERIM REPORT

The 2018 Interim Report will be despatched to
shareholders and published on the Stock Exchange’s
website (www.hkex.com.hk) and the Company’s
website (www.szbjh.com) in due course.

On behalf of the Board
Jiahua Stores Holdings Limited

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
30 August 2018

As at the date of this report,
the Board comprises:

Executive Directors:
Zhuang Lu Kun, Zhuang Pei Zhong,
Zhuang Xiao Xiong

Independent Non-executive Directors:
Chin Kam Cheung, Sun Ju Yi, Ai Ji
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