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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

The board (the “Board") of directors (the “Directors”)
of China Shenghai Food Holdings Company Limited
(the “Company") is pleased to announce the unaudited
consolidated interim results of the Company and
its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2018 (the “Reporting
Period"”), together with the comparative figures for the
corresponding period in 2017.

BUSINESS REVIEW

The Group sells dried seafood, algae and fungi,
seafood snacks and frozen seafood in the PRC. The
Group (i) sources high quality raw and processed
raw materials, (ii) sub-contracts processing of the
unprocessed raw materials to third parties, (iii)
packages products at its own packaging facilities or
through its sub-contractors, and (iv) sells packaged
products under its own brand “Wofan ((KZ)". The
Group also sells dried seafood, algae and fungi without
packaging.

The Group's revenue grew by approximately 5.2%
to approximately RMB324.5 million in the Reporting
Report from approximately RMB308.3 million for the
six months ended 30 June 2017. During the Reporting
Period, the Group achieved ideal growth in sales
volume for vast majority of its product types. Among
the other products, effective branding efforts saw the
Group's seafood snacks which are sold under Wofan
an improved unit price and a 17.2% surge in revenue.

The Group's gross profit for the Reporting Period
grew by 5.1% to approximately RMB83.3 million (Six
months ended 30 June 2017: approximately RMB79.3
million while gross profit margin remained at 25.7%
(Six months ended 30 June 2017: 25.7%).

The Group has a comprehensive product portfolio with
different raw materials, flavouring and packaging and
considers each product to be distinctive. The Group
seeks to differentiate itself from its competitors
by providing a broad and convenient choice of
safe and quality products, which creates additional
opportunities to drive the overall sales. During the
Reporting Period, the Group offered 198 types of
products, which comprised 101 dried seafood, 33
algae and fungi, and 64 seafood snacks.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEI WA

The Group's products are sold through supermarkets,
trading companies, convenience stores and other sales
channels, such as food companies, gift stores and
e-commerce retailers. During the Reporting Period,
products sold through supermarkets continued to be
the pillar to the Group sales and the proportions for
revenue contributed for each of the above channels
remained consistent as compared to the six months
ended 30 June 2017. In view of the minimal profit
contribution of the frozen seafood business, the
Group did not continue this business upon expiry of
the tenancy agreement of the stall in the seafood
wholesale market.

The revenue growth of the Group during the Reporting
Period was driven by the increasing customer demand,
reflecting the Group's sales and marketing strategies
has been effective. The sustainable growth of the
Group lies on the proven sales records and stable
supply of its wide ranges of products.

OUTLOOK

According to Euromonitor International, sales
volume of packaged food on the PRC reached some
RMB1,577 billion in last year. Surveys conducted
by the Hong Kong Trade Development Council on
packaged food market in the PRC in March 2018
shows that consumers have gradually recovered
confidence in domestic products. Closely followed by
online shopping channels, supermarket/hypermarket
continues to be the popular platforms for vast majority
of consumers. Package designs is one of the top two
reasons in attracting sales. The respondents bought
an average of 6.14 types of snacks as compared
with a similar survey in 2013 and 40% of them have
brought dried meat and seafood in the three months
preceding the survey. Looking ahead, the markets for
our products are expected to grow stably. We believe
consumers will continue to seek diverse variety of
products and have increasing awareness towards
packaging, safety and healthy and that the Group
is well-poised to capture these changing shopping
habits.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEI WA

The Group aspires to strengthen its position in the
seafood and algae industries in the PRC. To achieve
this goal, the Group will continue to: (i) enhance its
existing customer relationships in existing and new
markets; (ii) further diversify and increase its sales
and promotion efforts; (iii) enhance its packaging
capabilities to address customer demands and
improve quality control; and (iv) source, package and
market new products that cater to changing consumer
preferences.

Since the Company's listing on the Main Board of
Hong Kong Stock Exchange in mid-2017, the Group
has been establishing online shops on Tmall and
logistic warehouses in Chengdu and Tianjin and
expanded its operation, graphic design and promotion
teams. Promotion and marketing initiatives for
Tmall and in Northern and Central-Western China
regions had already commenced in 2018 and our two
warehouses for these two regions have been in use.
The Group is still in negotiation on purchasing land
for a new factory and will accelerate the construction
process thereof upon completion. The Group plans to
expand the packaging facility and to establish a quality
control and testing center at the new factory.

OPERATING RESULTS AND FINANCIAL
REVIEW

REVENUE

During the Reporting Period, the Group's revenue
grew approximately 5.2% from approximately
RMB308.3 million for the six months ended 30 June
2017 to approximately RMB324.5 million for the six
months period ended 30 June 2018, primarily due to
the increase in sales volume.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

The table below sets out a breakdown of the Group’s TNFRHFINREAEAEBEILERE
revenue categorised by product types during the Bl D a9z AT ¢
Reporting Period:

Six months ended 30 June
BEXA=1THL~EAR
% to total % to total
revenue revenue
2018 AN 2017 (Fi8%Em
—E-N\F BAlk —E—+tF BRL

RMB’000 (%) RMB'000 (%)
AR¥TR ARETTL
Dried seafood YEER 160,867 49.6% 156,714 50.8%
Algae and fungi ERERRREER 133,746 41.2% 122,802 39.8%
Seafood snacks BEREER 29,842 9.2% 25,456 8.3%
Frozen seafood BERS - 0.0% 3,375 1.1%
324,455 308,347

The table below sets forth the revenue contribution T &7 N4 HAR AN EE Y E RSB
from the Group's sales channels during the Reporting gz & & -

Period:
Six months ended 30 June

BEXA=THLREAR
% to total % to total
revenue revenue
2018 {HHEH 2017 fEEasH
—E-N\F Bt —T—+F B
RMB’000 (%) RMB'000 (%)

ARETR ARETT
Supermarkets Bm 170,613 52.6% 158,900 51.5%
Trading companies EC NS 75,996 23.4% 71,388 23.2%
Convenience stores EFllS 14,818 4.6% 15,980 5.2%
Wholesale market for seafood  EEH# %5 - 0.0% 3,375 1.1%
Other sales channels HiEEER 63,028 19.4% 58,704 19.0%
Food companies REAAH 22,942 7.0% 23,121 7.5%
Gift stores EBmE 18,129 5.6% 16,378 5.3%
E-commerce retailers TEER 19,121 5.9% 16,798 5.4%
Others Hith 2,819 0.9% 2,407 0.8%
Self-operated website Sl 17 0.0% - -

324,455 308,347
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEI WA

GROSS PROFIT AND GROSS PROFIT MARGIN

Gross profit represents our revenue less our cost of
sales, and our gross profit margin represents gross
profit divided by revenue, expressed as a percentage.

The following table sets forth the gross profit and
gross profit margin by product category for the
Reporting Period:

EFRERNR

ENBEBHERA  EFMEREE

FIER AR S - AR D IR o

TREFINRE PRERERRRNE D

BEMRERE :

Six months ended 30 June
BEXA=THLREA

2018 2017

—E-N\F —T—+F
Gross Gross
Gross profit Gross profit
profit margin profit margin
£ EYiES E=7 Ef=
RMB’000 (%) RMB'000 (%)

AR¥TR ARETFL
Dried seafood EEER 41,546 25.8% 40,216 25.7%
Algae and fungi CEELREEER 34,667 25.9% 32,025 26.1%
Seafood snacks BEREER 7,133 23.9% 6,329 24.9%
Frozen seafood BERR - - 743 22.0%
83,346 25.7% 79,313 25.7%
SELLING AND DISTRIBUTION EXPENSES HERDHBEX

Selling and distribution expenses primarily consist
of salaries and employee benefit expenses for
employees engaging in the sales and promotion
activities, transportation expenses, advertising and
promotion expenses, rental expenses and other
expenses. This increase was primarily due to the
Group's efforts on promotion and advertising on the
products in new markets. As a percentage of revenue,
our selling and distribution expenses increased to
approximately 7.8% from 3.7% for the six months
ended 30 June 2018.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of salaries
and employees benefit expenses, rental expenses,
office expenses, depreciation and others. The
significant decrease of administrative expenses is due
to the listing expenses being fully paid in the previous
year. As a percentage of revenue, our administrative
expenses reduced from 2.9% to approximately 1.4%
for the six months ended 30 June 2018.

INCOME TAX EXPENSE

Income tax expense primarily consists of Enterprise
Income Tax of Xiamen Wofan Foodstuff Company
Limited (“Xiamen Wofan") and Fujian Wofan Foodstuff
Company Limited (“Fujian Wofan"), the applicable tax
rate of which being 25%. For the six months ended
30 June 2018 and 2017, income tax expense were
approximately RMB14.5 million and RMB17.0 million,
respectively. The effective tax rates, calculated as
the income tax expense divided by the profit before
income tax, was approximately 26.7%, and 28.9%
for the six months ended 30 June 2018 and 2017,
respectively.

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (“BVI"), we are
not subject to any income tax in the Cayman Islands or
the BVI.

Hong Kong profits tax at 16.5% has not been provided
as our Group had no assessable profits arising in Hong
Kong for the six months ended 30 June 2018 and
2017.

LIQUIDITY AND FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

CASH FLOWS

During the Reporting Period, the Group funded
its working capital and other capital requirements
principally by cash generated from our operating
activities and the net proceeds from initial public
offering.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

NET CURRENT ASSETS

Net current assets decreased from approximately
RMB364.7 million as at 31 December 2017 to
approximately RMB358.6 million as at 30 June
2018. The decrease was primarily attributable to the
decreases in trade receivables and cash and cash
equivalents.

CASH AND CASH EQUIVALENT AND BANK
BORROWINGS

During the Reporting Period, the Group maintained
a healthy liquidity position. As at 30 June 2018, cash
and cash equivalents of the Group was approximately
RMB278.8 million, as compared to approximately
RMB285.2 million as at 31 December 2017. The Group
has no bank borrowings as at 30 June 2018.

GEARING RATIO

As at 30 June 2018, the gearing ratio (calculated by
total debt divided by the total equity as at the end of
the period) of the Group remained nil as the Group has
no bank borrowings.

CAPITAL EXPENDITURES

For the six months ended 30 June 2018, the Group had
capital expenditure of approximately RMB3,467,000
(Six months ended 30 June 2017: RMB30,000). The
expenditure was mainly related to the purchase of
product testing equipments.

CAPITAL COMMITMENTS

Save as disclosed in note 17 to unaudited interim
report, there were no significant capital commitments
for the Group.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEI WA

CONTINGENT LIABILITIES
As at 30 June 2018, the Group did not have any
material contingent liabilities or guarantees.

PLEDGE OF ASSETS
As at 30 June 2018, the Group did not pledged any
assets.

USE OF NET PROCEEDS FROM INITIAL
PUBLIC OFFERING

The shares of the Company were listed on the Main
Board of the Stock Exchange on 18 July 2017 with net
proceeds from the global offering of approximately
HK$123.3 million (after deduction of underwriting fees
and commissions and expenses payable in connection
with the global offering). According to the intended
use as set out in “Future Plans and Use of Proceeds”
in the prospectus published on 30 June 2017 (the
“Prospectus”), the amount utilised as at 30 June 2018
was as follows:

HREME
MRZZ—-N\FRA=+AH  AEEH
EAERERSABERER

BEENA
RZZE-—NFRA=Z+H  KXEEH
BAEEEEM -

BRDMBREMSHAFEAR

ARBEBROHR-FE—LFLA+NR
R ERLET - KA ZIREEH
SREFELN /1233 BET(H
EREERMNNBHEALBES A
%)  BE_T—tFRA=THE
e BIRER([ARERR DA [RR
SENRAAEFERE I EORER
BN -_E-N\FRA=ZTEHNCEH
REE M

Net proceeds (HKS$ million)
FERERE(ERER)

Percentage Available Utilised  Unutilised
ltems EE Al B EEA XA
Enhance the market access and METBRARRA

deepening the penetration of BERELHR

Northern China and RERESE

Central Western China 36.3% 44.8 26.4 18.4
Acquire new packaging equipment N OERER

and establishing the quality BYEEEHR

control and testing centre BB L 29.1% 359 138 221
Diversify and increase the sales BARIMEHE R

and promotion efforts BENETE 24.6% 30.3 9.9 20.4
General working capital —REEES 10.0% 123 12.3 -

The Company has no intention to use the proceeds
contrary to the description as stated in the Prospectus.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEI WA

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED
COMPANIES

There was no significant investment, material
acquisition and disposal of subsidiaries by the
Company. The Group currently has no plan to make
any substantial investment in or acquisition of
capital assets, but will continue to seek out potential
investment or acquisition opportunities according to
the Group's development needs.

EXCHANGE RISK EXPOSURE

The Group mainly operates in the PRC and most of
its operating transactions are settled in RMB. Most
of its assets and liabilities are denominated in RMB.
Although the Group may be exposed to foreign
currency exchange risks, the Board does not expect
future currency fluctuations to materially impact the
Group’s operations. The Group did not adopt formal
hedging policies and no instruments have been applied
for foreign currency hedging purposes during the
Reporting Period.

INTERIM DIVIDEND

The Board did not recommend the payment of an
interim dividend for the six months ended 30 June
2018 to the shareholders.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DEEARKMEH

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2018, the interests and short positions
of the Directors or the chief executive of the Company
in the Shares, underlying Shares and debentures of the
Company and its associated corporations (within the
meaning of part XV of the SFO) which would have to
be notified to the Company and the Stock Exchange
pursuant to divisions 7 and 8 of part XV of the SFO
(including interests and short positions which he is
taken or deemed to have under such provisions of the
SFO) or which will be required, pursuant to section
352 of the SFO, to be recorded in the register referred
to therein or which will be required to be notified to
the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors
of Listed Companies contained in Appendix 10 to the
Rules Governing the Listing of Securities of the Stock
Exchange (“Listing Rules”) (“Model Code"), will be as
follows:

EERERITHRABRKRS - 18
BRORESNESRKE

RZZ-N\FRA=+H BFHEA
RARBITRABERARBREE
BORE (E% RREFRHEERHIEXY
ARty - RO HESTHEE
RIEE s LB GROIEXVEEET M8
DESAM G AR A S A ) R aE
KR (BRBREESFRABKINE
BRE SRR R E R s
KkE) - HRBEES REERDIE
362 AFE AL 6P B RO M AR I
B praE s LR RN (T SR AL B
BI0FME LM ARIEFETESFRS
miREST A ([REF Al DA AR
A MR TR R BOR BT

Approximate
percentage of
shareholding

Number of Interest (%)
Name of Director Capacity/Nature of interest shares BRES
EEnR B Mg REEE B2 (%)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
Bk Long position (Note)
T RERES TR ()

Note: The entire issued share capital of Precisely Unique Mz : & ARAFTNEHEBHITHA

Limited is legally and beneficially owned by Mr. Liu HEKMEERERERER -

Rongru, who is deemed to be interested in the Shares BIRMAEEWRAREFETERR

held by Precisely Unique Limited. A AEMROPEEER -

FEMERMIERERAR | ZT— R RS

China Shenghai Food Holdings Company Limited | Interim Report 2018

14



CORPORATE GOVERNANCE AND OTHER INFORMATION

EEREARAMER

INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY
On 30 June 2018, so far as the Directors are aware,
without taking into account the Shares which may be
issued pursuant to the exercise of the options which
may be granted under the Share Option Scheme (as
defined below), the following persons (other than
a Director or chief executive of the Company), who
had interests or short positions in the Shares or the
underlying Shares which would fall to be disclosed
under the provisions of Division 2 and 3 of Part XV
of the SFO, or which would be required, pursuant to
Section 336 of the SFO, to be entered in the register
referred to therein, were as follows:

TERRPNEAQARGREAR
BHEER AR
)‘5@:2 NERA=+H  REERR

qu)SUfEﬁﬁﬁgﬁHi%?r%J(i

%ETX)IETT & 15 A B AR T
AT BEERITARR D - THIAL(WIEE
BN ARNBEEBITEAR)RBEG K
HERMD P EEREE S KB EED
EXVELE2KRIDEMIEXARER
e AR - RIRBEF R EE
25,336 1578 50 A 5% 16 B i & 7 i /0 4
mEORE -

Approximate
percentage of
shareholding

Number of Interest (%)

Name Capacity/Nature of interest shares BRES
®E B Rt REGEE B2 (%)
Precisely Unique Limited geneﬁcial owner (Note 1) 525,000,000 52.5%
HEBRAR A A1)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
Bk E Long position (Note 1)

ThlzEM R 1TA (M)
Ms. Lin Yueying Interggt/of spouse (Note 2) 525,000,000 52.5%
MAER L Fefmigs (fis2)
Jiranek Investments Limited Beneficial owner (Note 3) 75,000,000 7.5%
NENREBEBRAR EmEB AHEE3)
Mr. Sun Shaohua Interest in controlled corporation/ 75,000,000 7.5%
BOELE Long position (Note 3)

THlzE MR 1A (HFS)
Notes: BiEE -

1. The entire issued share capital of Precisely Unique
Limited is legally and beneficially owned by Mr. Liu
Rongru, who is deemed to be interested in the Shares
held by Precisely Unique Limited.

2. Ms. Lin Yueying is the spouse of Mr. Liu Rongru and
is deemed or taken to be interested in all the Shares in
which Mr. Liu Rongru has interest under the SFO.

3. The entire issued share capital of Jiranek Investments
Limited is legally and beneficially owned by Mr. Sun
Shaohua, who is deemed to be interested in the Shares
held by Jiranek Investments Limited.

PEAERMIERERA

Al |77

1. HAARARNREHERTRAHE
B A KR Bk - RIS
IR AR A AR A A E R
o i R -

2. MARZETABIEMELENEE R
BESMIE G - AR
REEERBRINE LG R
BRI AR -

3. ABHEREERDIARNEECHITR
BRI EXRERERERER
PEREFERNANBIREERA
ARARRD AR o

NP EIsRE
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMESR

SHARE OPTION SCHEME

Pursuant to a resolution passed by all the shareholders
on 22 June 2017, the Company has conditionally
adopted the share option scheme (the “Share
Option Scheme”) for the purpose of recognizing
and acknowledging the contributions the eligible
participants had or may have made to the Group. The
Board may, at its discretion, grant options pursuant to
the Share Option Scheme to the Directors (including
Executive Directors, Non-executive Directors and
Independent Non-executive Directors), the directors
of the Company's subsidiaries and employees of the
Group and any other persons (including consultants or
advisers) whom the Board considers, in its absolute
discretion, have contributed or will contribute to
the Group. The Directors were authorised to grant
options to subscribe for shares of the Company and
to allot, issue and deal with the shares pursuant
to the exercise of options granted under the Share
Option Scheme and to take all such steps as may be
necessary and/or desirable to implement and give
effect to the Share Option Scheme. The maximum
number of shares in respect of which options may be
granted under the Share Option Scheme and under
any other share option schemes of the Company must
not in aggregate exceed 10% of the total number
of shares in issue immediately following completion
of the Global Offering (as defined in the Company's
prospectus dated 30 June 2017), being 100,000,000
shares, excluding any shares that may be issued under
the options which have lapsed in accordance with the
terms of the Share Option Scheme (or any other share
option schemes of the Company), unless otherwise
approved by the shareholders of the Company in
general meeting and/or such other requirements
prescribed under the Listing Rules from time to time.

PEFHERARLRERAR | —F—

]
BEZERERNR_ZT—tFA
“+HBBNRER  ARQFE
B R ER NS IR AT 20 (T B AR5t
2l])  UBERFHFLERAFEL A
SEELHERMMNEERSEBAL - R
BRERETS  EZE0RBRES
(BREHNITES - FNTEERET
IFHITESR) ARAHNBRARIZE
E -AEBEEREFS2HEBBR
B el g S AR EE L BB TR
HMAL(BREERERNEBER) R
AR - BRI T BB AE A
REBADNGRG - RIBEERE S
BT EEMEREETEmER - 2%
TREER - A RIS EITER
AT B RfEZ £ BUE R K
AEEMN—YIZE - RIBERETEI R
EAIEA AR R ERRAERT 8 M A% T
HERENSRROEE - aHTE
BABREE2REE(TERLAQRA
HAE_ZT—tFENAZTHNERE
2)EAEEEITRG BHEM10%
B1100,000,000 & fi% 15+ B 4E (T A
RIRBE IR AT &) (S AR BER E A
FERRHEET &) MR R E R A BE IR e
MAJ TR « AR RIRETRE
ERAE ERTHER, S EHRA
TS B HMIBTEERI o
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMESR

SHARE OPTION SCHEME - continued

Unless otherwise approved by the shareholders of
the Company in general meeting, the number of
shares that may be granted to an eligible participant
under the Share Option Scheme and any other share
option schemes of the Company (including both
exercised and outstanding options) shall not exceed
1% of the shares in issue of the Company within any
12-month period. Any grant of options to a Director,
chief executive or substantial shareholder (as defined
in the Listing Rules) of the Company or any of their
respective associates (as defined in the Listing Rules)
is required to be approved by our independent non-
executive Directors. Unless otherwise approved
by the shareholders of the Company in general
meeting and/or such other requirements prescribed
under the Listing Rules, the number of shares that
may be granted to a substantial shareholder or any
independent non-executive Director or their respective
associates under the Share Option Scheme and
any other share option schemes of the Company
(including both exercised and outstanding options)
shall not exceed 0.1% of the shares in issue, having an
aggregate value in excess of HK$5 million, within any
12-month period.

There is no minimum period for which an option must
be held before it can be exercised, and the period
during which an option may be exercised will be
determined by the Board in its absolute discretion,
however, no options shall be exercised 10 years after
they have been granted. The subscription price of
a share in respect of a particular option shall be not
less than the highest of (a) the official closing price of
the shares on the daily quotation sheet of the Stock
Exchange; (b) the average official closing price of
the shares on the daily quotation sheet of the Stock
Exchange for the five business days immediately
preceding the date of grant; and (c) the nominal value
of a share. The Share Option Scheme shall take effect
from the date it is adopted and shall remain effective
within a period of 10 years from that date.

From the date that the Share Option Scheme became
effective and unconditional and up to the date of this
interim report, no share options were granted under
the Share Option Scheme.

FEASRMIERAERAR | =T —

BRETE &
BRIFEARBRRNEERREG ES1T
HOE - T BIATER BB RO A 8 e (A7
Hp AR BAE S (BRERITE
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ERONENEE T EEBEBARE
FEEA— @218 A PR EITRD
1% - EFIRAESE - KRRASHRT
BABRETERRCERR LTHA)
FEEMNEENBEA(ERR EH
BADE T BRERERMOEL
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RERARE ESTHER, S ETRAI
SERE  BRIBRBBREASIRE
MEMARREEESSE(BECT
ERARITEBRE) AT T EERR
HAEMBLIFRITEE L E S B AR
BEANBRMEE - MSBRBER —(E
128 FHEE #ITRMNN0.1%HE
HEEBBSASET
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DEEARKMEH

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of good
corporate governance in the management of the
Group. The Company has adopted the Code Provisions
in the Corporate Governance Code (“CG Code") as set
out in Appendix 14 to the Listing Rules as its own code
of corporate governance. The Board confirms that the
Company has complied with the CG Code throughout
the six months ended 30 June 2018.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its
own code of conduct for dealing in securities of the
Company by the Directors. Having made specific
enquiries of all Directors, all Directors confirmed
that they have complied with the required standard
of dealings as set out in the Model Code during the
Reporting Period.

AUDIT COMMITTEE

The Company established an audit committee (the
“Audit Committee”) with written terms of reference
in compliance with the Code. As at the date of
this report, the Audit Committee consists of three
members who are all the Independent Non-executive
Directors of the Company. Ms. Cheng Shing Yan has
been appointed as the chairlady of Audit Committee.

The Audit Committee has reviewed and discussed the
interim results of the Group for the six month ended 30
June 2018.

UPDATE OF DIRECTORS’ INFORMATION

On 11 April 2018, Ms. Cheng Shing Yan resigned
as executive Director and company secretary of
Zhaobangji Properties Holdings Limited (formerly
known as Sanroc International Holdings Limited), a
company listed on the Stock Exchange (stock code:
1660).

BEFhEERTA

BEEHARMNEETAEAEEE
BLTHMEEN - ARRDHEM LT
A S4B R EATRI([ B2
EVRSTRI DB ST AR - (ERART
WEEERTH - EFEEHR - AR
ARBE-_Z-/\FRA=THIEX
BEAR—BEETEEERTA

ESETRESRINERETA

ARTBRMEETA - ek El
AAARBSZ BB ASTHTHT
Al - @A EE (L A REN -
BEERREENMN - AT
57 RIS )32 3 0

BREEE

ARBERIEZEZES([BRER
Y ERTAEEHLEmMBAER
B RARERH  EREEGH=
FRE(ORARBBEILIFNITES)
HE - BEMZLEREZERERE
BgXE-

ERZEgCFEH A RAEERE
ZE-N\FRA=Z+THERERMF
HASRAR -

EEEREH
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMESR

UPDATE OF DIRECTORS’ INFORMATION -
continued

On 15 June 2018, Mr. Lin Jiangtang resigned as
Executive Director of the Company and Mr. Cao
Hongyu has been appointed as executive Director
of the Company. Mr. Cao Hongyu has entered into
a service agreement with the Company for an initial
term of three years which is renewable for a term of
three years. He will hold office until the next annual
general meeting of the Company and is thereafter
subject to retirement by rotation and re-election in
accordance with the articles of association of the
Company. Mr. Cao Hongyu is entitled to an annual
salary of HK$480,000 plus discretionary bonus which
is determined by the Board on the recommendation
of the Remuneration Committee and by reference to
his duties and responsibilities and prevailing market
conditions.

On 12 July 2018, Mr. Liu Dajin was appointed as
professor of the Faculty of Management of the
Chengyi University College, Jimei University (835 K&
IR,

PURCHASES, SALE AND REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s
securities listed on the Stock Exchange during the six
months ended 30 June 2018.

EMPLOYEES

As at 30 June 2018, the Group had 550 full time
employees in total (31 December 2017: 466). The
Group’'s emolument policy is to remunerate its
employees based on their performance, experience
and prevailing industry practice. Competitive
remuneration package is offered to retain elite
employees. The package includes salaries, medical
insurance, discretionary bonuses, other benefits
as well as mandatory provident fund schemes
for employees in Hong Kong and state-managed
retirement benefit schemes for employees in the PRC.

Bl 7t
China Shenghai Foo
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME - UNAUDITED
SEBEERHEMEZERRER - REER

For the six months ended 30 June 2018 HZE—T— \FXxA=+HILEA

(Expressed in Renminbi) (JA A R#71|7R)

Six months ended 30 June
BEANA=THLAEAR

2018 2017

—E-N\F ZE—+tF

Notes RMB’000 RMB'000

B3 ARETrx ARETx

Revenue PN 324,455 308,347
Cost of sales SHEKAR (241,109) (229,034)
Gross profit ER 83,346 79,313
Other income and other gains  E 4t A Kz E fth i &5 1,465 231
Selling and distribution HERDHMAXS

expenses (25,301) (11,363)
Administrative expenses THRAX (4,667) (9,080)
Other expenses HEiER (309) (334)
Profit before income tax  BRFT{SH: Ai25 F 5 54,534 58,767
Income tax expenses SRR 6 (14,534) (17,001)
Profit for the period RATHEE AEML

attributable to owners HRaR

of the Company 40,000 41,766
Other comprehensive Ht2mlA

income
Items that may be HETEET HHEE

reclassified subsequently BaEE -
to profit or loss:

- Exchange differences —EBINETSESE
arising from translation HE =%
of foreign operations 89 576
Other comprehensive HAHE M2 A
income for the period 89 576
Profit and total AARHEEAELSHRA

comprehensive income for  EFI R Z2EWA
the period attributable to wEm

owners of the Company 40,089 42,342
Earnings per share BIRAF
- basic and diluted (RMB) —EANEEARE) 7 0.040 0.042

The notes on pages 26 to 64 form part of this interim 268 & 64 8 &) Ml i+ & 2 & HA 8t
financial report. BREN—ID -
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION - UNAUDITED
FEMBRRAEK - RKEER

At 30 June 2018 R=T— \FRA=+H

(Expressed in Renminbi) (JA A R#71|7R)

As at As at
30 June 31 December
2018 2017
R-ZB-N\F RZZT—tF
A +=A
=+R  =+-8
Notes RMB’000 RMB'000
L5 ARETRT ARETT
ASSETS AND LIABILITIES ¥ERE&
Non-current assets FRBEE
Plant and equipment BB K& 8 3,478 130
Prepaid lease payments A E IR 104 129
Non-current prepayments I & s
for acquisition of M ENTE RIB
plant and equipment 9 42,540 -
Deferred tax assets RERIBEAE 168 -
Deposits paid to suppliers S FERE 2 %e 5,533 6,000
51,823 6,259
Current assets REEE
Inventories T8 10 46,029 41,5675
Trade receivables B 5 EIE 11 53,586 97,914
Deposits, prepayments and %4 - BNZER
other receivables H U IR 12 14,242 13,967
Cash and cash equivalents & NKBEEEED 278,811 285,243
392,668 438,699
Current liabilities REBEE
Trade payables B 5 ENZIE 13 27,195 61,056
Accruals and EETER R
other payables E T RIE 14 4,112 3,602
Provision for taxation BB 2,792 9,323
34,099 73,981
Net current assets REEEZFE 358,569 364,718
Net assets EEFE 410,392 370,977
CAPITAL AND RESERVES &&XKf##E 15
Share capital A% A 8,723 8,723
Reserves i 401,669 362,254
Total equity B 410,392 370,977

The notes on pages 26 to 64 form part of this interim

financial report.

F26BEFE6ARMM T RAS HIH
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY - UNAUDITED
RERBRRBR - REERX

For the six months ended 30 June 2018 HZE—T— \FXxA=+HILEA
(Expressed in Renminbi) (LA A R¥FIIR)

Share Share Special ~ Statutory  Exchange Other  Retained
capital  premium reserve reserve reserve reserve profits Total
REEE  BERE  LERET EXRE  AMER  RERA ag
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETT ARETR ARETL ARETR ARETT ARETR ARETR
Note 15(b) ~ Note (a)
ftsh) i)

1 January 2017 “E-tE-§-A - - 17800 7,900 (804) 580 124890 155586
Capitalisation of shareholders loan R EF AR

Note 15(6) (HiE1510)) 2 19938 = = = = - 19940
Profit for the period Bt - - - - - - 41,766 41,766

Other comprehensive income £ 2EMA
Exchange difference arising BERIERELN

from translation of
foreign operation - - - - 576 - - 576
Total comprehensive income for ~ i AR ALE
the period - - - - 576 - 41,766 42,342
Transfer to reserves SROEE - - - - - - - -
At 30 June 2017 and RZ-t§
1 July 2017 ~BZTER
ZE-tEtA-A 2 19,938 17,800 7,900 (228) 5,800 166,656 217,868
Profit for the period B - - - - - - 843% 2843

Other comprehensive income ~ EH2EKRA
Exchange difference arising BESNEBELD
from translation of EiEE

foreign operation - - - - (2,295) - - (2,295)
Total comprehensive income for ~ BIRZ AR LS
the period - - - 5 (2,295) - 28,436 26,141
Transfer to statutory reserves ~ EEZEFRE - - - 5,767 - - (5,767) 3
Issue of shares pursuant to the ~ RAR AR LHf%
listing of the Company's share {7/ (i 15(0)
(note 15(b)) 2,166 140,79 - - - - - 142,961
Capitalisation issue of ordinary ~ ZEREVEA(ET
shares (note 15(o]) GEAE) 6,555 (6,555) S S = = = -
Expense incurred in connection ~ RETHEBREL 2
with issue of new ordinary % (H150)
share [note 15(b)) - (155%) - - - - - (15999
At 31 December 2017 RZB-tF
+ZA=t-8 8,723 138,185 17,800 13,667 (2,523) 5,800 189,325 310,977
Impact on initial application of ~ BNEREAHBRE
HKFRS 9 E8|50%H7E - - . . = . (674) (674)
At 1 January 2018 R-E-NE-5-A 8,723 138,185 17,800 13,667 (2,523) 5,800 188,651 370,303
Profit for the period e - - - - = - 40000 40,000
Other comprehensive income B2 EUA
Exchange difference arising BEENRREL
from translation of MEXEE
foreign operation - - - - 89 - - 89
Total comprehensive income for B2 HH L8
the period - - - - 89 - 40,000 40,089
Transfer to reserves ERERE s - - - - - - -
At 30 June 2018 R-E-NE
~AZtH 8,723 138,185 17,800 13,667 (2,434) 5,800 228,651 410,392
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY - UNAUDITED
RERBRRBR - REERX

For the six months ended 30 June 2018 HZE—T— \FXxA=1+HIL/EA
(Expressed in Renminbi) (LA A R¥EFIIR)

*

The total of these accounts as at the reporting dates *  #HZ ML A ENZEEE BEESS
represents “Reserves” in the consolidated statements of BRARKZAN [FE] -
financial position.

Notes: B3

(a) Share premium account of the Company represents the (a) ARATZERMDEBEIEEWAEGR
excess of the proceeds received over the nominal value ENMRAQAREETROMEEZR
of the Company’s share issued. o

The notes on pages 26 to 64 form part of this interim 268 & %64EWMTI7%$‘:F' i)
financial report. BiREr— g
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CONSOLIDATED STATEMENT OF

CASH FLOWS - UNAUDITED

RERSRER - AREX

For the six months ended 30 June 2018 HE—-%
(Expressed in Renminbi) (LA A R¥FIIR)

)\g/\ﬂ +EI,U:/\ )El

Six months ended 30 June

BEAAZTHLEAMEA

2018 2017
—B-N\F —E—+F
RMB’000 RMB’'000
AR®TR ARBFT
Cash flows from operating activities K& FHHELHE
Profit before income tax B BT 1S %4 A 7 54,534 58,767
Adjustment for: BUTEEELAE
Depreciation of plant and equipment BERHBEITE 119 54
Amortisation of prepaid lease payments T8/ 7R & I8 # 44 25 25
Exchange differences [ERESE 503 576
Interest income FEHA (643) (204)
Operating profit before working LEESEHAN
capital changes & ER 54,538 59,218
Decrease in trade receivables B ZrbER > 43,896 12,567
Increase in deposits, prepayments and %% - B FIBEREM
other receivables WH&Z RIEIEAN (275) (5,167)
(Increase)/decrease in inventories FEOEM, B (4,454) 2,148
Decrease in trade payables ‘féf%ﬂ’éfﬁ?ﬁlﬁﬁiﬁi? (33,861) (12,935)
Increase in accruals and FEtBRAK
other payables H bR RIEE N 510 7,016
Cash generated from operations RERERE 60,354 62,847
Income tax paid B FEH (21,008) (17,389)
Net cash generated from operating WETEEFHFH T
activities 39,346 45,458
Cash flows from investing activities REZHREERE
Payment for the purchase of plantand ~ EBEHE & RELR
equipment (46,007) (30)
Interest received BUH B 643 204
Net cash (used in)/from KREZE(FTH)
investing activities EELFEE (45,364) 174

PEAGRGIERERAR | ZF—
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CONSOLIDATED STATEMENT OF

CASH FLOWS - UNAUDITED

uv_\éiﬁlﬁﬁié‘% - *%@%1‘2

For the six months ended 30 June 2018 HZE=F— \F X xA=1+H1LEA
(Expressed in Renminbi) (A A R#FII/R)

Six months ended 30 June

BEAAZTHLEAMEA

2018 2017
S N s
RMB’000 RMB'000

AR®T ARETT

Cash flows from financing activities ®EZHELHE

Contribution from shareholders BEFE S 1,601
Net cash generated from BEZTBELR
financing activities FHEE - 1,601

Net (decrease)/increase in cash and BE&RRELZEY

cash equivalents (R2),/BmgE (6,018) 47,233
Cash and cash equivalents HIRERELEEY

at beginning of the periods 285,243 109,982
Effect of exchange rate charges EXEHHBESR

on cash and cash equivalents ReEEYNSE (414) =
Cash and cash equivalents HRESRESEEY

at end of the periods 278,811 157,215

The notes on pages 26 to 64 form part of this interim 2268 £ %64 B &9 5% & A b 2187
financial report. BREN—F D -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREEZ P HMBERE =

(Expressed in Renminbi unless otherwise indicated) (F BA& RN » AAREFR)

CORPORATE INFORMATION AND BASIS
OF PREPARATION

The Company is a limited liability company
incorporated in the Cayman Islands on 8 January
2016 under the Cayman Islands Companies Law.
The Company's registered office is located at
Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands. The
Company'’s principal place of business is located
at 5th Floor, No. 5 Factory, Meixi Road, Huandong
Waters, Tongan District, Huli Industrial Park,
Xiamen City, Fujian Province, PRC.

The principal activity of the Company is
investment holding. The principal activities of
the Group are packaging and sales of seafood
products.

The Company has listed its shares on the Main
Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 18 July 2017.

The unaudited consolidated interim financial
statements have neither been audited nor
reviewed.

In connection with the listing of the shares
of the Company on the Stock Exchange, the
Company underwent a reorganisation (the
“Reorganisation”).

1.

DEERRERERE

ARARRZZT—ARF—ANBIR
BRSHERAREERSHET
ez BBERATF  RARAKGE
fit % = B2 2 7 Cricket Square,
Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111,
Cayman Islands ° "ARIHEZE
BB NP EEEE EFIm
AZzEPETIERIRRGHEZR
BOHE g -

ARTAMEBEBARALR -
T R B B 275 B B R
EHESR -

KRB ZBOR_F—+EF+LA
TNEREBHARSMARRA
A ([BERZ P D EMR LT -

REEZIEAT BV BHHRRARL
ERER -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREEZ P HMBERE =

(Expressed in Renminbi unless otherwise indicated) (F BA& RN » AAREFR)

CORPORATE INFORMATION AND BASIS 1. ARERRmEHEE — &
OF PREPARATION - continued
Details of the Reorganisation are set out in the BAZFEHINARRB®A
section headed "“History, Reorganisation and TE—+EXRNA=ZTHZRBEE
corporate structure” to the prospectus of the BOBRER]DIES  S4AR
Company dated 30 June 2017 (the “Prospectus”). NAEIRE] & - EHEED KRG
The Reorganisation involved only inserting TR AR LTERIRAELE N
new holding companies on top of the existing Az EEER B EE
operating company and has not resulted in any AR o REEREREAESR
change of economic substance. The Group EAE—EEHBEER REAHRY
resulting from the Reorganisation is regarded as REREHTEEZ(HMAERER
a continuing entity as it involved combinations IR AT & O - ZBEEA
of entities under common control, which were % AKRaRN_—_ZTE—NFEMA
controlled by the same controlling shareholder. “t+tHBEKARBAKAEERS
Immediately after the Reorganisation, the REEIANGIE 0E 2433 /NG NS T A N
Company became the holding company of its REZGA P EHRRDEA
subsidiaries now comprising the Group on 27 April AHETRE  MNEHEB TR
2016. Accordingly, the unaudited consolidated LREEEERE—BEFE HE
interim financial statements were prepared using —E—+FEXNA=THINEAR
the merger accounting as if the Reorganisation AR EZGEABRREMEE
had been completed and the current group Wk RACERGEERZ T
structure had always been in existence. The REERFEAKRAEES A RH
unaudited consolidated statement of profit or =R 2V HBRIARESEN
loss and other comprehensive income and the A BEIAR (ARG E A
unaudited consolidated statement of changes in H)REBE N EREE - MR
equity for the six months ended 30 June 2017 BEERBE—EFE - BEED
include the results and changes in equity of the FERUARMATE  HAEHE
companies now comprising the Group from the REMFEEXEE -
earliest date presented or since their respective
dates of incorporation, whichever was shorter,
as if the current group structure had been in
existence. No adjustment is made to reflect
fair values, or to recognise any new assets or
liabilities as a result of the Reorganisation.
This interim financial report has been prepared AP HMBRECRBETEHE
in accordance with the applicable disclosure RS AERRN G HZ MR A
provisions of the Rules Governing the Listing (TETHRB D MEREEEX
of Securities on The Stock Exchange of Hong (BRETESSFTMAS(SH
Kong Limited (the “Listing Rules”), including Bestag HBERNESS:T
compliance with Hong Kong Accounting Standard ER([ BB SRR ) E345%
("HKAS") 34, Interim financial reporting, issued FHAB SR ) R o AR HABS
by the Hong Kong Institute of Certified Public BRER_E—N\FENA=-_++
Accountants (“HKICPA"). It was authorised for AEEESRETE -
issue by the Board of Directors on 27 August
2018.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREEZ P HMBERE =

(Expressed in Renminbi unless otherwise indicated) (F BA& RN » AAREFR)

CORPORATE INFORMATION AND BASIS 1. RARERREHEE &
OF PREPARATION - continued
The preparation of the unaudited consolidated EEETERUMEATEDE
interim financial statements in conformity BIZE345% M R L RAZER S R BB
with HKAS 34 requires management to make BRRBERYSHHRERER -
judgments, estimates and assumptions that IR ERE BN ETRE
affect the application of accounting policies and E-BE WAMIHERREH
reported amounts of assets, liabilities, income and HEBREENHE - EHiT AR
expenses on a year to date basis. Actual results #& o BRERATEB RN AT H
may differ from these estimates. H o
The financial information relating to the financial hEIESREFEEREEE T
year ended 31 December 2017 that is included —tF+-A=+—HULHEF
in the interim financial report as comparative BB ER T BAIELEZE
information does not constitute the Company’s B WD R R BE
statutory annual consolidated financial statements BRZEEFERAVBHRE #
for that financial year but is derived from those R ERRSE ST
financial statements. Further information relating WMk o BERESELQAHED
to these statutory financial statements disclosed (56228 ) FA3IEHRBENZE
in accordance with section 436 of the Hong Kong FAEMBRERNE—FSERT
Companies Ordinance (Cap. 622) is as follows: T:
The Company has delivered the financial AR TIRE R BEHE662(3) 1§
statements for the year ended 31 December 2017 LMt R6EIMBHBEFELHZE =
to the Registrar of Companies as required by TZ—+F+_A=+—HILFE
section 662(3) of, and Part 3 of Schedule 6 to, the ZHBHRER T AR GEME -
Companies Ordinance.
The Company’s auditor has reported on those KRB ZZEENE B SR
financial statements. The auditor’s report was REBEHBEE @ ZRBAIRES
unqualified; did not include a reference to any WHRBER  WESHEZEED
matters to which the auditor drew attention by EHREZEREBERENEB N
way of emphasis without qualifying its report; and THURAFARNRBIEZEME
did not contain a statement under section 406(2), ERiRa - A QRIS
407(2) or (3) of the Companies Ordinance. 406(2) + 407(2) s (3MEIE L H &2
BH o
REAERMIZRER AT | —F— \HHRE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

(A) 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:

e HKFRS 9, Financial instruments

e HKFRS 15, Revenue from contracts with

customers

e HK(IFRIC) 22, Foreign currency
transactions and advance consideration

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. Details
of the changes in accounting policies are
discussed in note 2(b) for HKFRS 9 and note

2(c) for HKFRS 15.

2. BFEREH
(A) HiE

HEGMAGCHMZIA
RASEEE A HRER
EREHT R BB TR %
AR BB IS ER N E
7] o B EAREEBMBHREK
HEARERTIT -

o FHEFHRELELSF
5 emIA

o BAHMBHRESERE
1658 BE AW

o EHE(BEVBHRER
BLZEe) -REF2
5 ANER B RBNR
&

7452 8130 48 PR £ T34 3
AR R A AT 2T
Ak fE -

AEBR D REREE NG
BEEBEXIFEUBIR
SEAFRMTE - B
EABREHNFERE
YIS E ERF O HI i
2(0) R BB B MELERIE
1558 M 5T 2(c) 7T+ ©
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(A) OVERVIEW - continued

Under the transition methods chosen,
the Group recognises cumulative effect
of the initial application of HKFRS 9 as an
adjustment to the opening balance of equity
at 1 January 2018. Comparative information
is not restated. The following table gives a
summary of the opening balance adjustments
recognised for each line item in the
consolidated statement of financial position

that has been impacted by HKFRS 9:

2. EFEREH-&

(A)

"

BE- &
RBPTERBE A A%
B OS2 e B A B 75
EAREAFOWH R B
ReH—_T—\FE—A—H
HAVIA R AE AR E N RO 2 -
HEBAM LSS o TREL
AERE MBI ER S B IRE
X%/’%Eﬁf‘kiﬁi—%ﬂlj%g‘f
%%ﬁﬁ&%ﬂ’ﬂ%@%ﬂ%ﬁﬁ%

Impact

of initial
At application At
31 December of HKFRS 9 1 January
2017 (Note 2(b)) 2018

HREREHS

B & A
R-ZE—tF  HIRHNFE —E-N\F
+=A=+-H (MEE2(b)) -A-H
RMB’000 RMB'000 RMB’000
AR®T R AR®T R AR®T R
Deferred tax assets BEREHEEE - 224 224
Deposits paid to suppliers S FHEEFMNEZE 6,000 (529) 5,471
Total non-current assets ¥ REBEELE 6,259 (305) 5,954
Trade receivables B o REWHIE 97,914 (369) 97,545
Total current assets REEERH 438,699 (369) 438,330
Net assets EEFE 370,977 (674) 370,303
Reserves #E 362,254 (674) 361,580
Total equity BRE 370,977 (674) 370,303
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REER DI B R EM T

(Expressed in Renminbi unless otherwise indicated) (F:SBA RN + UARKEFR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION
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.

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
equity at 1 January 2018. Therefore,
comparative information continues to be
reported under HKAS 39.

The following table summarises the impact
of transition to HKFRS 9 on retained earnings
and reserves and the related tax impact at 1
January 2018.

2. EFEREH-&
(B) BB BMELEREINR -

ERMIR(BEEBUER
EEAEIFNEET - R
BEREMHEREHE)

BB UM E AR F TR
REB G ERFEI95 -
SERTA: HRANGE - H
IR RTESREE
SRBENNEEIFERIA
BHE T AHRIRE

AREEDRBEBERTEHR
“E-NF—-A—HEFHE
WIE B B AR BN KR
EAEAIF N - AEED
M ERN RERERRA
HRZZE—\F—A—HH
MR ER R - Bt
HRERBERER ST
HRF39IRIRE ©

TRBAR —FE-NF—A
—HBEEEBPBREE
AIEIFERE BN R 8
MFEARABRBTE -

RMB’000
AR¥T T
Retained profits RERR
Recognition of additional expected MEZEWFERTNT
credit losses on trade receivables HEF IR S EREIN
and deposits paid to suppliers TEEEEEE (898)
Related tax 1EEETIE 224
Net decrease in retained profits at RZE—-NF—HA—HHX
1 January 2018 RE & B A F 58 (674)
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,

INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
Further details of the nature and effect of the
changes to previous accounting policies and
the transition approach are set out below:

(i)

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.

(B)

Classification of financial assets and

Non-equity investments held by the
Group are classified into one of the
following measurement categories:

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;

A=
AN

REFHERGILHE AR

| ZZ=— N H#sRE

2. EFEREH-&

ERMBHREEREIR
ERMIR(BEEBUER
EEAEIHFNEET - R

BRRUEREEMHE) &
BRBESHERNERE
B RFBURBET AN E
—FEIBMT

EREERLHBEERN
78

R B REEE
TRERMEESAR
= EE2ER : REH
RAGHE - AP ER
AEMEERARRR
FEFARS - ZFHR
R BB G HERE
BOFEMMER - HEE
FERE - B
RE - AIHHESRE
ERRAFEF B
MERMEE - BEYB
HEERFIRETH
EREEDREBEERS
BEEMNEBRARE
BRRESRERED
18-

(i)

REE AR IR AR
ENBERATHER &
SHEHR

BERA - A
FRERELD
BHRERE (&
REXERFE
) - WEEF
BB AR ERF

HAHE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
(i) Classification of financial assets and

financial liabilities — continued

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, except for the recognition
in profit or loss of expected
credit losses, interest income
(calculated using the effective
interest method) and foreign
exchange gains and losses. When
the investment is derecognised,
the amount accumulated in other
comprehensive income is recycled
from equity to profit or loss; or

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 (including
interest) are recognised in profit or
loss.

2. EFEREH-&

(B) BB BMELEREINR -
ERIR(BEEBUER
EEAEIFNEET - R
BEREMREHE) &

(i) TREERTHERR

DE—E
- BAFEFAHR
[N PN

‘) MIREZ
BHREREE
BEAERAER
M wEKRE
LA B # 7 [F BF 4R
BaNRERE
Sqaeh=N: R
XA - AFE
EYHREMEE
WARTER - I
BHEEER -
MEWA(RER
MEEFE) RE
RBEBREZENA
R - BRI
RRBRER - R
H2EE AR
REt e bR
HEARE X

- BRAFEFAR
#® WMEZRED
HAEREHRA
iz QP ER A
Hi 2w A (&
ABm) A ENR
o ZRENRA
FEEZH(BEM
B RIE & AR

e °
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,

2. EFEREH-&
(B) BB BMELEREINR -

INCLUDING THE AMENDMENTS TO ERIBR(EREEUHR
HKFRS 9, PREPAYMENT FEATURES WITH HEAEIFWIEET RE
NEGATIVE COMPENSATION - continued BRRFUEREWHEHE) &

(i)

Classification of financial assets and

(i)

financial liabilities — continued

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 as other

income.

Under HKFRS 9, derivatives embedded
in contracts where the host is a financial
asset in the scope of the standard are
not separated from the host. Instead, the
hybrid instrument as a whole is assessed
for classification.

PEAERMIEKRERLAR | - N\hH#ARE

EHMEEREHMEER
DHE—E

RERAE SRR E D8R
RIENTER AR
BrIEA BRI B I IF
RERD - BARKER
NTEBIRERERE
REREREATER
AE A2 ERA (A
BB RIBERRATE
BN E M2 ERARE
R ZFRESTER
TAMmE BESEE
TARBERENAR
REZENIFERTEL -
EHARERER - KA

tEEWARFH S
M REERTERE

(TATgIR) - E=mE
BARLE - RIWER -
RRAFERFECTEE
B) Rt EE AR
BammiTaes AR
& o RANGEFRE R
B TR BRIEAF
BEFf ABREFIEATE
FHAEMEE KA (T
AR ) RN IERTERAR
HAA -

REEBHGREE
RIZOH - WEAWA
LEARENHERE
B - AlEAAHIHIE
TAFREHE - BmK
2 RaXTAZRE
FHEDE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
(i) Classification of financial assets and
financial liabilities — continued
The following table shows the original
measurement categories for each class
of the Group's financial assets under
HKAS 39 and reconciles the carrying
amounts of those financial assets
determined in accordance with HKAS 39
to those determined in accordance with
HKFRS 9.

carrying amount
at 31 December

2. EFEREH-&

(B) BERMBHMEEREIN -
ERIA(BREEBUBER
HERFEIRHNMERT ]
BREEREHEE) &

(i) =HEERETHEERN
DE-E
TRIREB G LR
EIVREBETAERF
BemEENZVEE
B8Rl REREBEEES
FTERAEIREEN
TREEREERRBR
BBV BHRELAE
SREEEREITHE o

HKAS 39 HKFRS 9
carrying amount
at 1 January

2017 Remeasurement 2018
R-B-tf RZB-N§
t=A=t-8 -A-8
BHEEl FANBHRERE
EIFBFTH HORETH
REE BifitE REE
RMB’000 RMB'000 RMB'000
ARETT ARETR ARETR
Financial assets carried ~ RE#EH AR
at amortised cost SREE
Trade receivables BHEWTE 97,914 (369) 97,545
Deposits paid to suppliers % P EERIRE 6,000 (529) 5,471
103,914 (898) 103,016
The measurement categories for all FrEsmAaBE e
financial liabilities remain the same, B #EIH TS - e
except for financial guarantee contracts. ERE OB -
The carrying amounts for all financial R-ZE—NF—H—
liabilities at 1 January 2018 have not H -FiEemaEsE
been impacted by the initial application METESR &G RER
of HKFRS 9. BBV BHRELAE
TRERE o
REABRMIERERAR | —F— \FHHRE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued

(i)

(ii)

Classification of financial assets and
financial liabilities — continued

The Group did not designate or de-
designate any financial asset or financial
liability at FVPL at 1 January 2018.

Credit losses

HKFRS 9 replaces the “incurred loss”
model in HKAS 39 with the 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.

The Group applies the new ECL model to
financial assets measured at amortised
cost (including cash and cash equivalents
and trade and other receivables).

Financial assets measured at fair value,
including units in bond funds, equity
securities measured at FVPL, equity
securities designated at FVOCI (non-
recycling) and derivative financial assets,
are not subject to the ECL assessment.

PEFSRGERARAR | B~

2. EFEREH-&

(B) BB BMELEREINR -
ERMIR(BEEBUER
EEAEIHFNEET - R
BEREMREHE) &

(i) TREERTHERR

DE-E

R_TE—N\F—A—
B AEBEWEETHR
BUHEE L ME AT E
FFABSEHEREENR

R B REERE
AR EREERR
AR BB ST ERE
39EM) [EELEIE
B - REMEEEERE
ABKFEAESHE
ERENERERR
IR IEHEEEEN
B FRIRIEEE ST
HRIE3R [BEEE
BB e Rt 2 B o

FEESHEREEE
TRAR S e PR 1R B
AAENEREE(E
RASMASEEDY
VAT B 5 Jo Bt R

BAFEFENSH
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO tRMIE(BREEBVHER
HKFRS 9, PREPAYMENT FEATURES WITH EXERAEIFMIEET RE
NEGATIVE COMPENSATION - continued BREMEREHE)) &
(ii) Credit losses — continued (i) EEE—#E&

(B) BB BMELEREINR -

Measurement of ECLs

ECLs are a probability-weighted
estimate of credit losses. Credit losses
are measured as the present value of
all expected cash shortfalls (i.e. the
difference between the cash flows due
to the Group in accordance with the
contract and the cash flows that the
Group expects to receive).

For undrawn loan commitments,
expected cash shortfalls are measured
as the difference between (i) the
contractual cash flows that would be
due to the Group if the holder of the loan
commitment draws down on the loan
and (ii) the cash flows that the Group
expects to receive if the loan is drawn
down.

PEAERMIEKRERAR | —T— \hHB®RSE

FFEEMEERE
BHMEEBERAERR
B ISR -
SBENrETRERS
ZEMREEIRES
HRENTAREENSE S
8 B SR (B TR AR
WREREZREHE
BEtE -

BLREEENRY B FoR R
5 EER S EEER)
M ERAENITE A
REIER - BN TAE
BHANELRE + M
(ii) fisf B FRALIR A - A
SEFEHIRNE SR
EMERMNHEETE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
(ii) Credit losses — continued

2. EFEREH-&

(B) BB IEHMELERFIR -
SRIE(BEEBVER
HERAEIFIEET > RE
BREMREHEHE) &
(i) EEEE &

Measurement of ECLs — continued

#iﬁﬁmnggﬁé—%’f

The expected cash shortfalls are imBL IR EERX - BITE
discounted using the following discount HIR S =B HEBAUT
rates where the effect of discounting is BHIR RALIH ¢

material:

- fixed-rate financial assets, trade - TESRMEE -
and other receivables and contract B 5 & HEMmEK
assets: effective interest rate NERAEHE
determined at initial recognition or E:RUTHER
an approximation thereof; & E EI’J B A

Koy Hir LA

- variable-rate financial assets: current - FETRMBEE:
effective interest rate; BNEAE IR | =

- lease receivables: discount rate - MEEWKzE
used in the measurement of the ARstE=HERE
lease receivable; WRTERBRIR &

- loan commitments: current risk-free - BXEE:BRR
rate adjusted for risks specific to the EREFTRER
cash flows. FAENEHEEB

The maximum period considered when
estimating ECLs is the maximum
contractual period over which the Group
is exposed to credit risk.

In measuring ECLs, the Group takes
into account reasonable and supportable
information that is available without
undue cost or effort. This includes
information about past events, current
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO tRMIE(BREEBVHER
HKFRS 9, PREPAYMENT FEATURES WITH EXERAEIFMIEET RE
NEGATIVE COMPENSATION - continued BREMEREHE)) &
(ii) Credit losses — continued (i) EEE—#E&

(B) BB BMELEREINR -

Measurement of ECLs — continued
ECLs are measured on either of the
following bases:

— 12-month ECLs: these are losses
that are expected to result from
possible default events within the
12 months after the reporting date;
and

— lifetime ECLs: these are losses
that are expected to result from all
possible default events over the
expected lives of the items to which
the ECL model applies.

Loss allowances for trade receivables,
lease receivables and contract assets are
always measured at an amount equal to
lifetime ECLs. ECLs on these financial
assets are estimated using a provision
matrix based on the Group’s historical
credit loss experience, adjusted for
factors that are specific to the debtors
and an assessment of both the
current and forecast general economic
conditions at the reporting date.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,

2. EFEREH-&
(B) BB BMELEREINR -

INCLUDING THE AMENDMENTS TO ERIBR(EREEUHR
HKFRS 9, PREPAYMENT FEATURES WITH HEAEIFWIEET RE
NEGATIVE COMPENSATION - continued BRRBUERAEWHHE) &

(ii) Credit losses — continued

(ii)

Measurement of ECLs — continued

For all other financial instruments
(including loan commitments issued),
the Group recognises a loss allowance
equal to 12-month ECLs unless there
has been a significant increase in credit
risk of the financial instrument since
initial recognition, in which case the loss
allowance is measured at an amount
equal to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument (including a loan
commitment) has increased significantly
since initial recognition, the Group
compares the risk of default occurring
on the financial instrument assessed at
the reporting date with that assessed at
the date of initial recognition. In making
this reassessment, the Group considers
that a default event occurs when (i) the
borrower is unlikely to pay its credit
obligations to the Group in full, without
recourse by the Group to actions such
as realising security (if any is held); or (ii)
the financial asset is 90 days past due.
The Group considers both quantitative
and qualitative information that is
reasonable and supportable, including
historical experience and forward-looking
information that is available without
undue cost or effort.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO

HKFRS 9, PREPAYMENT FEATURES WITH

2. EFEREH-&

(B) BB BMELEREINR -
ERIR(BEEBUER
EEAEIFNEET - R

NEGATIVE COMPENSATION - continued
(ii) Credit losses — continued

Significant increases in credit risk —
continued

In particular, the following information
is taken into account when assessing
whether credit risk has increased
significantly since initial recognition:

— failure to make payments of
principal or interest on their
contractually due dates;

— an actual or expected significant
deterioration in a financial
instrument’s external or internal
credit rating (if available);

— an actual or expected significant
deterioration in the operating results
of the debtor; and

—  existing or forecast changes in the
technological, market, economic
or legal environment that have a
significant adverse effect on the
debtor’s ability to meet its obligation
to the Group.

For loan commitments, the date of
initial recognition for the purpose of
assessing ECLs is considered to be
the date that the Group becomes a
party to the irrevocable commitment.
In assessing whether there has been a
significant increase in credit risk since
initial recognition of a loan commitment,
the Group considers changes in the risk
of default occurring on the loan to which
the loan commitment relates.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &

- continued

(B) HKFRS 9, FINANCIAL INSTRUMENTS, (B) BB KEREERFIR
INCLUDING THE AMENDMENTS TO tRMIBE(BREEBVHER
HKFRS 9, PREPAYMENT FEATURES WITH EERAEIFEIEE] RE
NEGATIVE COMPENSATION - continued BEREEREHEE) &
(ii) Credit losses — continued (i) EEE—#E&

Significant increases in credit risk —
continued

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk is
performed on either an individual basis or
a collective basis. When the assessment
is performed on a collective basis, the
financial instruments are grouped based
on shared credit risk characteristics,
such as past due status and credit risk
ratings.

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’s credit risk since initial
recognition. Any change in the ECL
amount is recognised as an impairment
gain or loss in profit or loss. The
Group recognises an impairment gain
or loss for all financial instruments
with a corresponding adjustment
to their carrying amount through a
loss allowance account, except for
investments in debt securities that are
measured at FVOCI (recycling), for which
the loss allowance is recognised in other
comprehensive income and accumulated
in the fair value reserve (recycling).
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO tRMIE(BREEBVHER
HKFRS 9, PREPAYMENT FEATURES WITH EXERAEIFMIEET RE
NEGATIVE COMPENSATION - continued BREMEREHE)) &
(ii) Credit losses — continued (i) EEE—#E&

(B) BB BMELEREINR -

Basis of calculation of interest income on
credit-impaired financial assets

Interest income is calculated based
on the gross carrying amount of the
financial asset unless the financial asset
is credit-impaired, in which case interest
income is calculated based on the
amortised cost (i.e. the gross carrying
amount less loss allowance) of the
financial asset.

At each reporting date, the Group
assesses whether a financial asset
is credit-impaired. A financial asset
is credit-impaired when one or more
events that have a detrimental impact on
the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is
credit-impaired includes the following
observable events:

— significant financial difficulties of the
debtor;

— a breach of contract, such as a
default or delinquency in interest or
principal payments;
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &

- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS, (B) BB KEREERFIR
INCLUDING THE AMENDMENTS TO SRMIBE(BEEBMER
HKFRS 9, PREPAYMENT FEATURES WITH EEBFEIRHIERT B
NEGATIVE COMPENSATION - continued BEREEREHEE) &
(ii) Credit losses — continued (i) EEE—#E&
Basis of calculation of interest income FTEEERESREE
on credit-impaired financial assets — FEMA R EAE — &
continued
- it becoming probable that the - EFRARERE
borrower will enter into bankruptcy 5 & B EE ok #E 1T
or other financial reorganisation; HEmB % ER
- significant changes in the - B mE K
technological, market, economic ERERERED
or legal environment that have an HEANEE - ¥
adverse effect on the debtor; or BB AR N
2.5
- the disappearance of an active - HBERBETALER
market for a security because of B R E - FF
financial difficulties of the issuer. TERRTIZE K ©
Write-off policy SRR
The gross carrying amount of a financial HREER EAAKE
asset, lease receivable or contract asset FUR - ANEE e
is written off (either partially or in full) (FHHz2E)L/mE
to the extent that there is no realistic E - HERWFEIESE
prospect of recovery. This is generally #)EEMBEIRTEE © 3%
the case when the Group determines BT HEEAEE
that the debtor does not have assets or EEBEAWLEEEL
sources of income that could generate NEARFHRESREN
sufficient cash flows to repay the L A BT LA (5 38 FE i 5
amounts subject to the write-off. R&HE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
(ii) Credit losses — continued
Write-off policy — continued
Subsequent recoveries of an asset
that was previously written off are
recognised as a reversal of impairment
in profit or loss in the period in which the
recovery occurs.

Opening balance adjustment

As a result of this change in
accounting policy, the Group has
recognised additional ECLs amounting
to approximately RMB898,000 and
deferred tax assets by approximately
RMB224,000, which decreased retained
profits by approximately RMB674,000 at
1 January 2018.

The following table reconciles the
closing loss allowance determined in
accordance with HKAS 39 as at 31
December 2017 with the opening loss
allowance determined in accordance
with HKFRS 9 as at 1 January 2018.
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RMB’000
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Loss allowance at 31 December 2017 R-—Z—+F+_-4

under HKAS 39

Additional credit loss recognised
at 1 January 2018 on:

— Trade receivables
— Deposits paid to suppliers

Loss allowance at 1 January 2018
under HKFRS 9
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued

(iii)

(iv)

Hedge accounting

The Group has elected to adopt the
new general hedge accounting model in
HKFRS 9. Depending on the complexity
of the hedge, this new accounting model
allows a more qualitative approach
to assessing hedge effectiveness
compared to HKAS 39 to be applied,
and the assessment is always forward-
looking. The adoption of HKFRS 9 has
not had a significant impact on the
Group's financial statements in this
regard.

Transition

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

— Information relating to comparative
periods has not been restated.
Differences in the carrying amounts
of financial assets resulting from the
adoption of HKFRS 9 are recognised
in retained earnings and reserves
as at 1 January 2018. Accordingly,
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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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(B) HKFRS 9, FINANCIAL INSTRUMENTS,
INCLUDING THE AMENDMENTS TO
HKFRS 9, PREPAYMENT FEATURES WITH
NEGATIVE COMPENSATION - continued
(iv) Transition — continued

The following assessments have
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):

- the determination of the
business model within which a
financial asset is held; and

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

If, at the date of initial application,
the assessment of whether there
has been a significant increase in
credit risk since initial recognition
would have involved undue cost
or effort, a lifetime ECL has been
recognised for that financial
instrument.

All hedging relationships designated
under HKAS 39 at 31 December
2017 met the criteria for hedge
accounting under HKFRS 9 at 1
January 2018 and are therefore
regarded as continuing hedging
relationships. Changes to hedge
accounting policies have been
applied prospectively.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(C) HKFRS 15, REVENUE FROM CONTRACTS
WITH CUSTOMERS

2. EFEREH-&

(C) BAIBHEERE1555 -
REFEFEHWE

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.

(i)

Timing of revenue recognition
Previously, revenue arising from
construction contracts and provision
of services was recognised over time,
whereas revenue from sale of goods
was generally recognised at a point in
time when the risks and rewards of
ownership of the goods had passed to
the customers.

Under HKFRS 15, revenue is recognised
when the customer obtains control of
the promised good or service in the
contract. This may be at a single point in
time or over time. HKFRS 15 identifies
the following three situations in which
control of the promised good or service
is regarded as being transferred over
time:

A. When the customer simultaneously
receives and consumes the
benefits provided by the entity's
performance, as the entity
performs;
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES
- continued
(C) HKFRS 15, REVENUE FROM CONTRACTS
WITH CUSTOMERS - continued

(i)

Timing of revenue recognition -

continued

B. When the entity's performance
creates or enhances an asset (for
example work in progress) that the
customer controls as the asset is
created or enhanced;

C. When the entity's performance
does not create an asset with an
alternative use to the entity and the
entity has an enforceable right to
payment for performance completed
to date.

If the contract terms and the entity's
activities do not fall into any of these
three situations, then under HKFRS 15
the entity recognises revenue for the
sale of that good or service at a single
point in time, being when control has
passed. Transfer of risks and rewards of
ownership is only one of the indicators
that is considered in determining when
the transfer of control occurs.

The adoption of HKFRS 15 does not
have a significant impact on when the
Group recognises revenue from sales of
products.

R g R DDTIHXHFE

Al |_7

2. EFEREH-&

(C) BAIBHEERE1555 -
REEFENRE &

(i)

NP EIsRE

W RN — &
B. EREBENE S
I —HRA
WA 3 ok 1 ok
SHEFEH 2
E(WEET

&

WMﬁW&W@

F

NG
i 7l
2F
S;

> mg
- I [oF R
e
it
e

i)

?
ki
N

\
/

s i 2 Rk

it
fm
w
pi
it

Ui S RW TR
N REA A
ITREFIBF -

MEHNBRTREREY
W ABREMZE=TE
ER W@f%%%%
iﬁiﬁﬂll%wﬂf B
BRE—IEERBR
(B 6 R % 05 ) Bt
ﬁﬁ%%—?ﬁ:ﬁiﬂ&ﬁﬁﬁ@ﬂﬁz
ZL%E%BA%ET il
EEREAREENE
P —IgERER -

RNBE B 5 E LR

%155}‘%?‘%5"7«1&%I
RIHEEMATS k=

RELEARE -

China Shenghai Food Holdings Company Limited | Interim Report 2018

49



NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES 2. BIEREEH &

- continued
(C) HKFRS 15, REVENUE FROM CONTRACTS (C) BB HMEERE155 -
WITH CUSTOMERS - continued REEFEHNE &
(ii) Presentation of contract assets and (i) 2HEHEERER

liabilities
Under HKFRS 15, a receivable is REESHGERESE
recognised only if the Group has an Al 15% - U KIE
unconditional right to consideration. BEAEEEGEEHE
If the Group recognises the related BERENBR T ERE
revenue before being unconditionally o MR ET
entitled to the consideration for the ZSHEANTEAGEED
promised goods and services in the RGN ER - #ER
contract, then the entitlement to WA - BIZEAE%A
consideration is classified as a contract BRI E D BAEY
asset. Similarly, a contract liability, BE - AEM - 8898
rather than a payable, is recognised FE(MIEEMRIE) R
when a customer pays consideration, BEXNRE(SKZRE
or is contractually required to pay KM TEALMREER
consideration and the amount is already BEOHE)E  EAE
due, before the Group recognises the B RER R U A B ERE
related revenue. For a single contract R FEETENE—-
with the customer, either a net HmE - 2IEHEE
contract asset or a net contract liability FEREANEEFE-
is presented. For multiple contracts, BEEELHmME - T
contract assets and contract liabilities of BELYNEHEERE
unrelated contracts are not presented on HNEBETSUFEREE
a net basis. E7I

REAERMIZRER AT | —F— \HHRE
China Shenghai Food Holdings Company Limited | Interim Report 2018
50



NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

2. CHANGES IN ACCOUNTING POLICIES

- continued

(D) HK(IFRIC) 22, FOREIGN CURRENCY

TRANSACTIONS AND ADVANCE
CONSIDERATION

This interpretation provides guidance on
determining “the date of the transaction”
for the purpose of determining the exchange
rate to use on initial recognition of the related
asset, expense or income (or part of it) arising
from a transaction in which an entity receives
or pays advance consideration in a foreign
currency.

The Interpretation clarifies that “the date
of the transaction” is the date on initial
recognition of the non-monetary asset or
liability arising from the payment or receipt
of advance consideration. If there are
multiple payments or receipts in advance
of recognising the related item, the date of
the transaction for each payment or receipt
should be determined in this way. The
adoption of HK(IFRIC)22 does not have any
material impact on the financial position and
the financial result of the Group.

2. EFEREH-&
(D) ER(ERMBHRERBE

E8)REBHE2% 5 HER
Z RBAMKE
ZRBERETEI RS AR
#igsl - SEEERIE
REE RIS S FHIINE
BNREXSMELNER
HE - RXHBRA(HES
B ) PR L AHYE R -

ZRBEREIXZ B
HHERE XN R ERTFE A
EMELHNIFEREEES
BfEZA - WHERERAR
AP EZENFRAM - B
BEEZTAETESENK
HURH R Z B H - FRIAE
B(ERPBRERELZER
B)REE22REAREE M
TR R B IS S A A
ERIERTZE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

3.

SEGMENT INFORMATION 3. ZEEHR
OPERATING SEGMENT INFORMATION wEEHER
For management purpose, the Group operates REEME  AEEREBEERL
in one business unit based on their products, B (AR ER  WAE—(@AT2
and has one reportable and operating segment: MERENE AR GNES S
packaging and sales of dried seafood, algae and En RHEEMNMRAEEL B
fungi, seafood snacks and frozen seafood. The FRBERKREHRRD - NAF]
executive Directors of the Company, being the HHAITES(AIREREERE
chief operating decision maker, reviews monthly E)BABHEERE  UEBFE
sales reports to determine the selling price EEREENEREEREMNN
of their products and monitors the operating EEREE  BUEHBEBRERY
results of its business unit for the purpose of fid R X IR EAURTE ©
making decisions about resource allocation and
performance assessment.
INFORMATION ABOUT PRODUCTS EBERNER
Disaggregation of revenue from contracts with BEEEMURBRESNEF
customers by major products or service lines is as AHWZENDFIEZROT ¢
follows:
Six months ended 30 June
BZEAA=1+HLAEA
2018 2017
—E-N\FE —Z—ifF
RMB’000 RMB'000
AR¥TR AREFTT
Dried seafood B Em 160,867 166,714
Algae and fungi SEEMMREESD 133,746 122,802
Seafood snacks EREE M 29,842 25,456
Frozen seafood B ER @ S 3,375
324,455 308,347
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

4.

SEASONALITY OF OPERATIONS 4.
Historically, we have experienced higher sales

of our products ahead of traditional Chinese
holidays. We attempt to reduce the impact of
product seasonality by diversifying our product
offerings so that we can constantly maintain our
overall sales volume and revenue.

PROFIT BEFORE INCOME TAX 5.
Profit before income tax is arrived at after

charging the following:

—HAK - RMERNHERE
EoPERMNERE - RAE
BEEERERREERNT
R ENERMBREHERK
SRR NRE

BR AT 15 B4 A 2 R
B AT SR A M E MR T %
Ig

Six months ended 30 June
BEANA=THLAEAR

2018 2017
—E-NE —ZT—+F
RMB’'000 RMB'000
AR®T R ARETT
Amortisation of prepaid lease B E SR IEE 5

payments 25 25
Cost of inventories recognised  WR A HFERA

as expenses 241,109 229,034
Research expenditure M 380 334
Depreciation of plant and B MR ETE

equipment 119 54
Operating lease rental THEBENKEERE

in respect of: e -

- Rented premises — A 686 901
Listing expenses ailiiba - 6,100
Staff costs B ITAA

— Salaries and wages —HEMIE 12,997 8,720

- Retirement scheme — R{RET B

contribution 1,430 757
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

6. INCOME TAX EXPENSE
Income tax in the consolidated statement of profit
or loss represents:

6.

FRr8RRX<
RABERANAEHE

Six months ended 30 June
BEARA=THLAREA

2018 2017
—E-N\EF —E—+F
RMB’000 RMB'000
AR®BTRT AREFT

Current tax — PRC corporate BVERATEIE —p B b 5
income tax Fris#i 14,477 17,001
Deferred tax expense EERIER 57 -
14,534 17,001

Under the Law of the PRC on Enterprise Income
Tax (the "EIT Law"”) and Implementation
Regulations of the EIT Law, the tax rate of the
Company's PRC subsidiaries is 25%.

Provision for the PRC Enterprise Income Tax
("EIT") for the Reporting Period was made based
on the estimated assessable profits calculated in
accordance with the relevant income tax laws,
and regulations applicable to the subsidiaries
operated in the PRC.

No provision for Hong Kong Profits Tax has been

made as the Group had no assessable profits
arising in Hong Kong during the Reporting Period.

REAERMIZRAR AR

RIBCPRBERFHE) (L
EFEBOEY ) REBUEE
GBI - AT BB QE
%/\"_1]:$7,\E\§'1250/0 °

HEARNTEEEMRSH (&
ERERDBERERERRE
RSB AR BRMAG
BRI R R PIEH H TS H {451 R
ARBUEMIEH ©

HRAEERREMELEER
SRS ERTUER - Rt HEt
BEMESTIELEE -

| ZZ=— N H#sRE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

7.

EARNINGS PER SHARE

The calculation of basic earnings per share for
the six months ended 30 June 2018 is based
on the profit attributable to equity shareholders
of the Company of RMB40,000,000 (30 June
2017: RMB41,766,000) and weighted average
number of 1,000,000,000 shares during the six
months ended 30 June 2018 (30 June 2017:
1,000,000,000 shares).

The weighted average number of shares comprise
750,000,000 shares in issue at 30 June 2017 and
250,000,000 shares issued pursuant to the Global
Offering which took place immediately before
the Company's listing of its shares on the Stock
Exchange on 18 July 2017 as if the shares were
outstanding throughout the entire six months
ended 30 June 2017.

There were no potential dilutive ordinary shares
during the six months ended 30 June 2018 and
2017 and, therefore, diluted earnings per share
are the same as the basic earnings per share.

PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the
Group acquired items of plant and equipment with
a cost of approximately RMB3,467,000 (30 June
2017: Nil)

NON-CURRENT PREPAYMENTS

FOR ACQUISITION OF PLANT AND
EQUIPMENT

The amount mainly represented prepayments
for leasehold improvement and acquisition of
equipment and machinery.

RERABSRRIERERAR | =F
55

7.

BREF

BT N\FA=1+HLX
BANBRERARN N IZEE =
T-N\EXNAZTHLEAREARN
ARAERFEABRGERIAR
#40,000,0007C (=T —+F X
A=4+H : AR® 41,766,000
7T) * LAK1,000,000,000 B A% 17
BMEFLHE(—T—+EXA
=18 :1,000,000,000 &%)
OB MEFS&BER =
E-—t+tHERNA=ZFTHEHBE T
750,000,000 % f& 10 R B AR
AR —_E—tF+tA+N\H
FEH iﬁﬁtﬁﬁﬁﬁ%ﬁéiﬂ*’iﬁﬁ
Z%17#9250,000,000 % A% 15
Zzué%%ﬁiﬁﬁé%ii:%fti/—\
A=+HIAEAZRESHEE
TTHEHN ©

HRBZE_ZE—NFk=
FRA=ZFTHIEAEA W:II,ﬂ
TEELTER - WEREERN
BMYRERBFIER -

MERRZE
%Z:t:_é_/\i/\ +E|_|J:
ANEA AEBUHARE
3,467,0007THI AN (=T —+4F
NAZTH: R)RERE RE
#IEE -

BWERERRENFERBE
FRIE

ZHBEIBIEHEMERERR
BB EENANKIA -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

10. INVENTORIES 10. B
As at As at
30 June 31 December
2018 2017
i »
—E-NE —ZT—+F
~A +=A
=+H =+—H

RMB’000 RMB'000
ARBTE AR®ETRE

Raw materials R A 10,697 20,927
Finished goods 2R oh 35,332 20,648
46,029 41,575

BE-TN\ER-F—LFX
A=+ AIEAE B R

There was no write down of inventories during the
six months ended 30 June 2018 and 2017.

11. TRADE RECEIVABLES 1. EZEWRFE
As at 30 June 2018, the ageing analysis of trade RZZE—N\FARA=+H ' &%
receivables, based on invoice date and net of EHHTINBRRERREENE SE
allowances of doubtful debts, is as follows: WRIERRER DTN T -

As at As at

30 June 31 December

2018 2017

i »

—E-NE —B—+fF

A +=A

=+A =+—H

RMB’000 RMB'000

AR®T T ARBTT

0-30 days 0£30H 33,883 68,384
31-60 days 31£60H 18,255 28,168
61-90 days 61£290H 1,448 1,362
53,586 97,914

The Group has a policy of granting trade REBHBEEANEFIEEHFEH
customers with credit terms of generally 30 — R AHI30E0HMEER -
days to 90 days. All of the trade receivables are BT EE S EKRGEEN —F

expected to be recovered within one year. AU E o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

12. DEPOSITS, PREPAYMENTS AND OTHER 12, &% - AR RER EMWEYK

RECEIVABLES MIE

As at As at
30 June 31 December
2018 2017
—E-N\F T+ F
A +—-A
=+H =+—H
RMB’000 RMB'000
AR®TR ARETTT
Secured loan receivable EUEERER

- Note (i) — M EE () 12,941 12,604
Others HAith 1,166 1,129

Amount due from a related party [EW —Z EaEE 5 718
- Note (ii) — BEEEGi) 135 234
14,242 13,967

Note: FfsE -

(i) The balance represents a loan receivable (i) B B4R 1E B E B R U
and accrued interest income from the loan E%”\EI’JFEEFT‘ JEWA EA_
receivable. On 6 April 2018, the Company T—NFEWANHE AR
has lent HK$15 million (equivalent to 2 F F & 10%@3%&%5
RMB12,647,000) to an independent third party at HEHAR-Z—N\FXA
10% interest per annum which was repayable on =t+HEE E’J 15858EBT
30 June 2018. The Company has interest income (HHENRAR®12,647,000
on secured loan of approximately HK$349,000 JT) ° 5:%‘&—/\¢/_\ﬁ
(equivalent to approximately RMB285,000) for =+HIEAREAR  KARFAE
the six months ended 30 June 2018. On 27 June 5 %,T,»\ R BIRAL A
2018, the term of the secured loan has been 349,000/ 7 (FHE N HIAR
further extended to 30 September 2018 at an #285,00070) e R=T—/\
interest rate of 12% per annum, effective from 1 FERNAZ++HH - RFEFR
July 2018. On 20 August 2018, the borrower has 12%tEMAERKFEERZH
made an repayment to the Company amounted BEBERE_ZT—N\FAN
to HK$2 million (equivalent to RMB1,751,000), A=+B BT N\F+t
being settlement of interest accrued up to that A—HREHR - R_ZT—N
date of approximately HK$600,000 (equivalent to FNAZ+HB - BERAER
RMB525,000) and partial settlement of principal ARREE2EBET(HE
of approximately HK$1.4 million (equivalent to WAR1,751,0007T) @ B
RMB1,226,000). HEHZEZERARINETS

#9600,00078 7T (FHE R LA
R¥525,00070) RE&EE RS
e 4BBBT(HER
AR#1,226,0007T) °

(i) The balance represents a rental deposit and (i) ﬁ%ﬁ%ﬁﬁﬁ?‘éﬁﬂ_%ﬁﬁ%%m
rental prepayment paid to a company, which was S (RARH R AL ER
controlled by the spouse of Mr. Liu Rongru, one BRE) MBI B A R A X
of the controlling shareholders of the Company. s zes KASENRK
The balance was unsecured, interest-free, and IE o RIRHAEEA %
will be repayable upon the end of lease term. KRB B R EE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

13. TRADE PAYABLES 13. EZEMARE
All of the deposits, prepayments and other TR EES BB REAM
receivables are expected to be recovered or JE U ZRIE 5 A — B A U [E] sk RE R
recognised as expense within one year. BREY -
The credit terms of trade payables vary according B OEMNZRENEERRFEN
to the terms agreed with different suppliers, FAHEEHENIERME AT
normally 30 days. Based on the receipt of services [ - —fAHI308  BiE—AzE
and goods, which normally coincided with the =R AHERNRERE REK
invoice dates, the ageing analysis of the Group’s HE - SR HIEEARBEAEFTE
trade payables as at the end of the Reporting SENTENERS TN -
Period is as follows:
As at As at
30 June 31 December
2018 2017
JiS IS
—E-N\F ZZ=—tF
NA +=A
=+H =+—H

RMB’000 RMB'000
ARBTE ARETRE

0-30 days 0%30H 27,195 61,056
The trade payables are short-term and hence the B RN FBEARENRE Bt
carrying values of the Group's trade payables are AEEE FEMNKIENREBER
considered to be a reasonable approximation of RAEENFTESERSE °
fair value.
14. ACCRUALS AND OTHER PAYABLES 14. ErtERARHMENTIE
As at As at
30 June 31 December
2018 2017
i »
—EBE-NE —B—+fF
<A +=A
=+H =+—H

RMB’000 RMB’000
AR®BTRT ARETT

Others (Note) HAb (B3E) 4,112 3,602

Note: The balances mainly comprised of accrued Mzt AHASHREIZEEETTIE
wages and staff benefits, professional fees LiEERET - ENEEER
payable and other payables. LA R EL fth, P4 FRIE o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREEZ P HMBERE =

(Expressed in Renminbi unless otherwise indicated) (F BA& RN » AAREFR)

15. CAPITAL, RESERVES AND DIVIDENDS

(A)

(B)

DIVIDENDS

The Board of Directors does not recommend
the payment of an interim dividend for the
six months ended 30 June 2018 (six months
ended 30 June 2017: Nil).

SHARE CAPITAL

The Company was incorporated as exempted
company under the laws of the Cayman
Islands with limited liability on 8 January 2016
with authorised share capital of HK$380,000
divided into 3,800,000 shares of HK$0.10
each and issued 100 share of HK$10.

On 21 June 2017, each of the issued and
unissued shares of HK$0.1 in the share
capital of our Company was subdivided into
10 Shares of HK$0.01 each. On the same
date, the authorised share capital of our
Company was increased from HK$380,000
divided into 38,000,000 ordinary shares of
par value HK$0.01 each to HK$100,000,000
divided into 10,000,000,000 ordinary shares
of par value HK$0.01 each, by the creation of
9,962,000,000 ordinary shares of par value
HK$0.01 each.

On 22 June 2017, 200,000 shares were
allotted and issued all credited as fully-
paid to shareholders in consideration
of the capitalisation of loans in the
amount of HK$22,807,000 (equivalent to
RMB19,940,474) owing by the shareholders.
The sum of HK$2,000 (equivalent to
RMB1,749) representing the par value of
the ordinary shares of the Company, were
credited to the Company's share capital. The
remaining sum of HK$22,805,000 (equivalent
to RMB19,938,725) were credited to share
premium account.

PEAERMIZERAERAR | —F—

15. BX - HEREE
(A) B2

(B)

EEeY TEERBE_Z
—NERRB=+HIARE
AR (BE-E
—tFXRA=+HIEAE
H:f®) -

S
ARRNZFB—RF-AN
BR 25 2 B 505 01 FE M AC
NRERRARATF AT
%7K %380,0008 7T + 5
433,800,000 % & f£0.1078
JLROBY - W EFTI00E
B0 TLHIBR D ©

RZE—+FRAZ+—
B AQRBRAFERE
BON B THWE BT K
BIIRGOOHFEAIORE
EEO0.0NE TG -
RREAB AR5 FEER
9,962,000,000 fi% & I% @ 1&
0OTEBTHEBER  BH
% TE B 7N /380,000 78 JT
(4 /38,000,000 % & A%
H0.01 B Ay T @Ak ) 12 0
Z 100,000,000 7T (9 A&
10,000,000,000 % & % @
B0.01B TR EBAR) ©

RZE—+tFNA=-+=
B - %R R B N BT
200,000 & A BR %I 15 & 2
WG - REAEBRMSK
® 7 22,807,000 7t (4
ER AR 19,940,4747T)
HERE AL ° 2,000 7T
(RERAREE17497T) 2
FIBHEFARRBBRAD
AARIEBREE - BT
22,805,000/ 7t (A8 & R A
K #19,938,7257C ) it A&
iR ERR -

NP EIsRE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREEZ P HMBERE =

(Expressed in Renminbi unless otherwise indicated) (F BA& RN » AAREFR)

15. CAPITAL, RESERVES AND DIVIDENDS - 15. ¥4 - {##ERKRE — &
continued

(B) SHARE CAPITAL - continued (B) BA&—1&

Pursuant to written resolutions passed on
22 June 2017, conditional upon the share
premium account of the Company having
sufficient balance, or otherwise being
credited by way of global offering, the
Directors were authorised to allot and issue
a total of 749,799,000 shares credited as
fully paid at par by way of capitalisation of
the sum of HK$7,497,990 (equivalent to
RMB6,555,492) standing to the credit of the
share premium account of the Company.

On 18 July 2017, 250,000,000 ordinary
shares of HK$0.01 each of the Company
were issued at a price of HK$0.66 by
way of placing. On the same date, the
Company's ordinary shares were listed
on the Stock Exchange. The proceeds of
HK$2,500,000 (equivalent to RMB2,166,075)
representing the par value of the ordinary
shares of the Company, were credited to
the Company’s share capital. The remaining
proceeds of HK$162,500,000 (equivalent to
RMB140,794,875), before issuing expenses
of approximately HK$18,458,529 (equivalent
to RMB15,993,023), were credited to share
premium account.

As at 30 June 2018, our Company had an
authorised share capital of HK$100,000,000,
divided into 10,000,000,000 Shares, and
an issued share capital of HK$10,000,000,
divided into 1,000,000,000 Shares, all fully
paid or credited as fully paid.

REAESRMIERER AT | T —

BER-_ZT—+t&F XA
Z+ZHBBMNE@ERE
R FARABRMD GEERES
BRRHB BRI EME
BHIREE  ESERES
BEARRRRDHEBEREN
#E BR 587,497,990 7% 7T (4
B R AR #6,555,492 7T )
BEARE  BEHEERBETEH
749,799,000 i% ¥ B A BF
FIER R R ©

R—ZT—+tFtA+N\H "
7K A &) 250,000,000 B & I
EE0.01 o T @mARE
8 B0 & 12 0.66 8 T H B 18
BT RAA ARBINLR
BRERAT ET - FTBR
182,500,000 7r (42 & %
AR #2166,0757T) 5 5+
ARREBRAB AR R R L
BREE - MBRBITAX
4918,458,56297% 7T (HE »
AR #15,993,0237T) AT H)
# T P8 578 162,500,000
B (HERARE
140,794,875 7T ) 5+ A& 17
IR o

R=ZZFE—-N\NFRNA=ZF
B ARFWMEERAA
100,000,000 & 7t * 9 A&
10,000,000,000 8 f 7+
B3 1TR% A £10,000,0007%
JT ' % /£ 1,000,000,000 %
B - 2EBAMD IR A
RS BHR -

AR R
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

16. MATERIAL RELATED PARTY 16. EXBBARS
TRANSACTIONS
The Group entered into the following significant AEBERREBELTIEKXR
related party transactions during the Reporting BB R5 -
Period.
(A) NAME AND RELATIONSHIP WITH (A) BEBLSBBREBHE SN
RELATED PARTIES [E2RES
During the Reporting Period, the Directors are REREHR c FER A K
of the view that related parties of the Group EEN@EBIBETNINE
include the following entity: B
Name of related party Relationship
BES A8 &
Mr. Liu Rongru Controlling Shareholder and a Director
e b ZEiRRRERES
Xiamen Yehong Foodstuffs A company, which was controlled by
Company Limited* the Controlling Shareholder’s spouse
EFEARRBERAF —EBRERRRARBZERE
Mr. Liu Rongjian* Purchase — cost of sales
Cousin of Mr. Liu Rongru
BlE k& R —HEXAE
BIER Nk A B = JL 2B
Mr. Liu Rongzhong* Purchase — cost of sales
Cousin of Mr. Liu Rongru
RlEEBREE R HERAE
BRIk AR E LB
¥ The English translation of the name is for O RNEREHZSZ L
reference only. The official name of this related B ERBBUAR A
party is in Chinese. o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

16. MATERIAL RELATED PARTY
TRANSACTIONS - continued
(B) SIGNIFICANT RELATED PARTY
TRANSACTIONS
Particulars of significant related party
transactions during the Reporting Period are
as follows:

16. EXBAE LIRS — &
(B) EXBABI AR S
REMEANEABH LS
EREIT -

Six months ended 30 June
BEANA=+HLAEAR

2018 2017
—EBE-NE —ZE—ifF
RMB’000 RMB'000
AR¥T R ARETT
Xiamen Yehong Foodstuffs EFIE4LAIE S
Company Limited BRAE
Cost of sales SHER A
— rental expense —MHERX 60 60
Administrative expenses THAX
- rental expense —HEMRX 40 40
100 100
Mr. Liu Rongjian BT E
Cost of sales SHERK A
- purchase (note) —BREE (M3E) 139 341
Mr. Liu Rongzhong EEY SR
Cost of sales SHE R AR
- purchase (note) —REE (Pf3E) 273 532
412 873
Note: The Directors confirm that the above izt EEHR - LMEER

purchase transactions are entered into with SR FEEHRE =T
trading terms similar to those with third 1M MR S IERET
parties. 3T o
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
REFZ PR EME

(Expressed in Renminbi unless otherwise indicated) (Bx BA RSN - AAREFIR)

16. MATERIAL RELATED PARTY
TRANSACTIONS - continued

(C) KEY MANAGEMENT PERSONNEL

REMUNERATION
Remuneration for key management personnel
of the Group is as follows:

16. EXBAE LIRS — &
(C) XETEEASTH

AEETEEEEASHH
mT -

Six months ended 30 June

BEXNA=TRLAER

Short-term benefits

Contributions to retirement

benefit scheme

17. COMMITMENTS
Capital commitments outstanding at 30 June 2018
not provided for were as follows:

SRkl
RIRTEFGE
A

2018 2017
—E-N\F —E—+F
RMB’000 RMB'000
ARBTRT AREFTT
2,098 546

34 20

2,132 566

17. &I

W= —\F A= T ERR
BBOMAETERKEDT -

At At

30 June 31 December

2018 2017

" »

—E-N\EF —E—tF

~NA +=A

=+H =+—H

RMB’000 RMB'000

ARBTRT AREFTT

Contracted for EET4) 11,150 =
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REERP IR EM T

(Expressed in Renminbi unless otherwise indicated) (B SBA RN + UARKEFIR)

18.

19.

FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS

The Group’s major financial instruments include
trade receivables, other receivables, bank
balances and cash, trade payables and other
payables.

As at 30 June 2018 and 2017, all financial
instruments are carried at amounts not materially
different from their fair values because of the
immediate or short term maturity. Given the
nature of these balances, it is not meaningful to
estimate their fair values.

COMPARATIVE FIGURES

The Group has initially applied HKFRS 15 and
HKFRS 9 at 1 January 2018. Under the transition
methods chosen, comparative information is
not restated. Further details of the changes in
accounting policies are disclosed in note 2.

18.

19.

TMIAQFEITE

AEENTIZSMTABTES
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