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Management Discussion and Analysis

EEEN W& D

COMMENTARY ON THE BUSINESS
DEVELOPMENT

Business Review

Best Food Holding Company Limited (the “Company” or “Best Food”,
together with its subsidiaries, the “Group”) has invested resources and
efforts in in-depth business optimization in the year 2018. In the first half
of the year 2018, the Group actively invested resources in aspects such
as infrastructure construction, personnel reserve and brand marketing for
long-term business growth in the food and beverage segment. The
Group believes that there are tremendous opportunities and intense
competitions co-existing in the food and beverage industry, and that only
the ones who are always readily equipped as well as make best use of
the advantages and plan ahead for their disadvantages will success. In
the meantime, on top of striving persistently under the strategic
directions, the Group has actively adopted various measures to enhance
the performance:

1. For controlling brands, base on the preliminary resources invested
in backend infrastructure and personnel, the measures the Group
has taken in the following aspects are expected to take effects on
the performance of the second half of the year 2018:

(@  elevating the brands, increasing its premium capacity;
(b)  improving the efficiency of delivery business;

(c)  enhancing the supply chain collaboration, lowering the costs
on raw material procurement;

2. Joint-stock brands are anticipated to grow with the overall
business scale, and the main brands are expected to generate
profits; meanwhile, the Group will actively promote capital
operation of the joint-stock brands, with an aim to realize the
potential of enhancement in brand value for certain brands;

3. Upon completion on acquisition of a leading fish hotpot restaurant
chain in China under the brand name “New Spicy Way Fish
Hotpot” by the Group (the “New Spicy Way Acquisition”), the
profit-contributing sources of the food and beverage segment is
expected to be significantly broaden.
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For the six months ended 30 June 2018, the Group recorded a revenue
of RMB373.6 million, increased by 10.3% as compared to last
corresponding period, and a net loss of RMB3.0 million as compared to
a net profit of RMB16.1 million in the last corresponding period.

For the six months ended 30 June 2018, the total revenue of invested
companies amounted to RMB463.1 million under the food and beverage
segment, representing an increase of 76.8%, as compared to RMB261.9
million in the last corresponding period. The revenue attributed to the
Group amounted to RMB189.3 million, representing an increase of 2.5%
as compared to RMB184.6 million in the last corresponding period. The
gross margin of the food and beverage segment is 66.1% as compared
to 63.8% for the last corresponding period.

For the six months ended 30 June 2018, the manufacturing and sales of
handbags segment recorded a revenue of RMB184.3 million,
representing an increase of 19.6%, as compared to RMB154.1 million in
the last corresponding period. The gross margin of the manufacturing
and sales of handbags segment is 28.8% as compared to 28.6% for the
last corresponding period.

Food and Beverage Segment

Industry Review and Prospects

As indicated by the data published by National Bureau of Statistics, the
total revenue generated from national food and beverage industry
exceeded RMB1.9 ftrilion in the first half of 2018, representing an
increase of 9.9% comparing to the same period of last year. Influenced
by the macro environment of the overall industry, the growth has slowed
down comparing to the level for the same period of last year, but still
remained above that of the total retail sales of consumer goods for the
same period. The Group believes that there is no change in the factors
driving the long-term growth of the food and beverage industry.

In the meantime, it has come to our attention that the demands for
products and consumption experience of the consumers have been
continuously evolving, and that leading food and beverage enterprises
are driving growth through more effective collection and analysis of
consumer behavior data with upgraded algorithms derived from
industrialized production and customised “innovations” for corporate
business, which include innovations in respect of products, business
dynamics and operation modes, brand marketing and mechanism for
assessment and incentives.

anagement Discussion and Analysis
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Meanwhile, innovation comes from overall corporate efficiency upgrade
driven by comprehensive informatization and digitization.

The Group believes that the growing brands are short of sufficient
resources and professionals to complete digitization upgrade
independently. The Group will therefore continue to make investments in
backend infrastructure construction, assemble a professional team and
consummate the “empowerment” ability of the invested companies.

Strategic Planning Review and Prospects

In the first half of this year, the Group has been persistently promoting
the overall strategy on sustainable growth of corporate value through
the dual engines, namely investment management and operation
management.

In terms of investment management, the Group continues to propel in full
capacity the perfection of the strategic planning for the core controlling
brands, and upon completion of the New Spicy Way Acquisition, the
profit-contributing sources of the food and beverage segment is
expected to be significantly broaden. And for investment in  joint-stock
brands, stringent criteria will be applied in selecting brands with distinct
characteristics and that have already established a leading position in the
respective categories. The Group will construct an inner “empowerment”
ecosystem through controlling interest and minority interest investments,
so as to make up for the shortcomings of its own brands and expedite
its development.

In respect of operation management, the Group continues to invest
resources in forging an value-added service system, offer support to
invested companies with respect to the core operation modules, namely
training and human resources, data analysis, supply chain collaboration,
channel expansion, product and mode research, etc. In addition, the
Group will integrate the food and beverage corporate information system
modules that have preliminarily come into shape to provide the invested
companies with comprehensive “digitization” upgrading service.
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Business Progress

Development in Investment and Investment Management
In 2016, the Group acquired the controlling interest in HHG, a leading
fast food chain in Beijing featuring rice meals, and acquired a non-
controlling interest in Yujian Xiaomian, a prominent emerging brand of
Sichuan and Chongaging flavour noodle, and West Master, a leading
Chinese fast food brand in Beijing. In addition, the Group entered into an
investment contract with Sexy Salad, a rapidly emerging and prominent
brand of salad within the food and beverage industry in China, in March
2017, an investment contract with Yuepin in March 2017, which owns
two iconic brands of Vietnamese cuisine, Muine and Pho Nam, an
investment contract with Clay Pot King in April 2017, a typical brand of
Canton clay pot rice, an investment contract with Dafulan in May 2017,
an prominent emerging brand featuring Hunan rice noodle and traditional
snacks, an investment contract with Seesaw in May 2017, a typical
premium coffee brand, and another investment contract with Foook in
October 2017, a representative brand of spicy hot pot. The Group has
completed investments in all these brands stated above. In the first half
of the year 2018, the Group targeted New Spicy Way, the leading brand
of fish hot pot, after preliminary preparation and continuous
communication. On 19 June 2018, Delightful Year Holdings Limited, a
wholly-owned subsidiary of the Company entered into a share purchase
agreement with Beijing New Spicy Way Catering Management Ltd. (3t 5
MHBEREEAR/AR]) and its existing shareholders in relation to,
amongst other things, the New Spicy Way Acquisition which is subject to
shareholders’ approval of the Company. Upon completion, “New Spicy
Way” will become a controlling brand of the Company. For further details
of the New Spicy Way Acquisition, please refer to the announcement of
the Company dated 19 June 2018.

Establishment of Management Platform

In the first half of the year 2018, the Group has devoted significant
resources to improve in the capability of management control and value-
added service.

For human resources and training, having undergone elaborate
preparation and trial operation, “Best Food University” has designed
training courses commencing since July 2018. Best Food University has
been officially established and will be positioned as the carrier for Best
Food to provide human resources and training services for the invested
companies. Through regular organization of in-depth yet practical Best
Food University’s seminars for senior management, it offers extensive
managerial and general courses distinctive from the internal brand
training.

anagement Discussion and Analysis
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For information system, the Group has completed the initial formation of
its big data centre, and will subsequently connect the data interfaces
within its controlling brands, and based on which build a data collection
and analysis system.

Business Progress of Controlling Brand

HHG

Store Network: By the end of the first half of the year 2018, HHG, a
Chinese fast food restaurant chain business operating under the “Hehegu
(& A)” brand, had 141 stores, of which 7 were newly opened during
the six months ended June 30, 2018. In the second half of the year,
HHG will continue to march into new geographical areas on the basis of
increasing the market presence in Beijing, and strengthening the efforts
in expansion of franchise business.

Online Channel Expansion: In the first half of the year 2018, HHG
elevated the delivery business to the corporate strategy level, vigorously
implemented marketing activities to deepen its influence in the top two
delivery platforms, and in the meantime optimized the composition of the
delivery team as well as enhanced the operational structure for the
delivery business. In the first half of the year 2018, the revenue of the
delivery service of HHG accounted for over 31.9% of total revenue.

Brand Strategy: In the first half of the year 2018, HHG has continued to
adjust its overall brand image, and will continue to make improvement in
aspects of product, positioning, image, etc in the second half year.

Product Development: In the first half of the year 2018, HHG further
diversified the product portfolios in the breakfast and dinner periods.
Subsequently, HHG will promote the development of retail products, and
increase the conversion rate of store traffic through expanding product
types.

Supply Chain: In the first half of the year 2018, the food processing
factories in Tianjin and Beijing have already begun production, and have
generated sales to external customers.

Information System: In the first half of the year 2018, HHG again
upgraded the backend information system, and continued to optimize
membership module and invoicing module, setting a foundation for
conducting membership operation and enhance the efficiency of supply
chain.
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For the six months ended 30 June 2018, the revenue of HHG amounted & 201846 A30H 1-61& A HAf - M &
to RMB189.3 million, increased by 2.5% as compared to the last AWML EEALNI1BIFETARE 8L
corresponding period. Meanwhile, the expenses increased significantly 4 [A] Bi 1 & £92.5% - [A] BF f 72 &1 % o & 3
for the period due to the large-scale marketing activities implemented for  EHEBESR A HENLHEEH B ARG E
delivery business, investment made in constructing the backend systems 3B HEA - UK EEBRELSE®DE Ti#
and management and operation staff reserve. H HHEEBRERKNEE LA

Attached is the statement of profit or loss of HHG for the six months  Hf &k &2 & 88 201846 A30 1 1F61E A
ended 30 June 2018. Bk o

STATEMENT OF PROFITORLOSSOFHHG M4 EHZ &

For the six months ended 30 June EHZ=6A30H 6@ A
2018
RMB’000
FAR%
Revenue 'ON 189,255 184,597
Cost of sales & KA (64,151) (66,834)
Gross Profit EF 125,104 117,763
Other income Eug A 6,357 2,458
Distribution and selling expenses iHE Ko Ak AR (112,178) (87,397)
General and administrative expenses —mMEITHE R (12,638) (12,049)
Finance expenses, net W58 B FE 170 54
Profit before taxation B 753 A o A 6,815 20,829
Income tax expense 8= (2,625) (5,705)
Profit for the period HA % 4,190 15,124
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Joint-Stock Brands

In the first half of the year 2018, the major joint-stock brands of the
Group achieved significant growth with the improvement of profit at store
level. However, the Group is of the view that the scaling effect is yet to
be realized due to the limitation on size and volume, coupled with
intermittent increase in investment required in order to maintain long-
term growth, they are yet to contribute to the profit for the Group. The
following is a summary of the business data for the six months ended 30
June 2018 of the associates invested up to the date of this report:

SR i i F T E R

20184 L F AKBMEIBLRAMHE
REEBEABERAFEEAERAN
EEREERMNEARRAERE BA

RHERFHEREMARA - BRI REE
RAEAEEERFB - UATRABEERKRER
EE2ROE01BLFFEBHBEHE -

Unit: RMB’000,000 2017
B ﬁmmk%‘ﬁ“ m 2018
’m; Gz qmm
39.1 e 44 o
GIEe qma 2“
8
I 140 162 . 18‘ 13.7 12.8
Yujian Xiaomian ~ West Master Sexy Salad Yuepin Dafulan Clay Pot King Seasaw Foook*
78 5L/ (iR ARG RUE DA A Kb frete IR fEr<
* Start business from
1 January 2018
#201841 )11 H
Yujian Xiaomian B RN

For the six months ended 30 June 2018, the revenue of Yujian Xiaomian
amounted to RMB39.1 million, increased by 88.2% as compared to the
last corresponding period. For the six months ended 30 June 2018,
Yujian Xiaomian owns 19 stores, of which 4 is newly opened.

West Master

For the six months ended 30 June 2018, the revenue of West Master
amounted to RMB68.7 million, increased by 61.6% as compared to the
last corresponding period. For the six months ended 30 June 2018,
West Master owns 33 stores, of which 3 are newly opened.

Sexy Salad

For the six months ended 30 June 2018, the revenue of Sexy Salad
amounted to RMB16.2 million, increased by 15.6% as compared to the
last corresponding period. For the six months ended 30 June 2018, Sexy
Salad owns 18 stores, of which 2 are newly opened.
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Yuepin

For the six months ended 30 June 2018, the revenue of Yuepin
amounted to RMB47.5 million, increased by 73.3% as compared to the
last corresponding period. For the six months ended 30 June 2018,
Yuepin owns 19 stores, of which 6 are newly opened.

Dafulan

For the six months ended 30 June 2018, the revenue of Dafulan
amounted to RMB18.1 million, increased by 177.3% as compared to the
last corresponding period. For the six months ended 30 June 2018,
Dafulan owns 11 stores, of which 2 are newly opened.

Clay Pot King

For the six months ended 30 June 2018, the revenue of Clay Pot King
amounted to RMB44.4 million, increased by 68.5% as compared to the
last corresponding period. For the six months ended 30 June 2018, Clay
Pot King owns 36 stores, of which 9 are newly opened.

Seesaw

For the six months ended 30 June 2018, the revenue of Seesaw
amounted to RMB27.1 million, increased by 97.3% as compared to the
last corresponding period. For the six months ended 30 June 2018,
Seesaw owns 19 stores, of which 4 are newly opened.

Foook

For the six months ended 30 June 2018, the revenue of Foook
amounted to RMB12.8 million. For the six months ended 30 June 2018,
Foook owns 20 stores, of which 15 are newly opened.

Manufacturing and Sales of Handbags Segment

For the six months ended 30 June 2018, the manufacturing and sales of
handbags segment recorded a revenue of RMB184.3 million, increased
by 19.6% as compared to the last corresponding period. The increase in
revenue was mainly attributable to the results obtained from efforts in
expanding order sources at early stage, being new orders received from
customers, namely VERA BRADLEY and H&M in the first half of the year
2018. In the meantime, sales from existing customers remained stable
with slight increase.

In the second half of the year 2018, the Group will begin the transfer of
staffs and gradually transfer capacity in Mainland China to the Group’s
factory in Myanmar in order to further lower the cost.

anagement Discussion and Analysis
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EEER W R D

INTERIM DIVIDEND

The board of directors of the Company (the “Board”) has determined not
to declare interim dividend for the six months ended 30 June 2018.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The total shareholders’ equity of the Group as at 30 June 2018 was
RMB886.2 million (31.12.2017: RMB925.9 million). As at 30 June 2018,
the Group had current assets of RMB576.8 million (31.12.2017:
RMB611.0 million) and current liabilities of RMB337.2 million (31.12.2017:
RMB373.1 million). The current ratio was 1.71 as at 30 June 2018 as
compared to 1.64 as at 31 December 2017.

The Group generally finances its operations with internally generated
cash flow and credit facilities provided by its principal bankers in Hong
Kong. As at 30 June 2018, the Group had no outstanding bank
borrowings (31.12.2017: nil). As at 30 June 2018, the Group maintained
cash and cash equivalents of RMB318.1 million (31.12.2017: RMB398.0
million). The Group’s net cash-to-equity ratio (cash and cash equivalents
net of total borrowings over shareholders’ equity) was 0.12 as at 30 June
2018 (31.12.2017: 0.2).

The Group possesses sufficient cash and available banking facilities to
meet its commitments and working capital requirements.

CAPITAL COMMITMENTS

As at 30 June 2018, the Group had capital expenditure contracted for
but not provided in the condensed consolidated interim financial
information in respect of the property, plant and equipment improvement
in the amount of RMB4.4 million (31.12.2017: RMB7.7 million).

The Group has sufficient cash and available bank reserve to meet the
Group’s capital commitments and working capital requirements.
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Management Discussion and Analysis

EEER W R DN

INTERESTS AND SHORT POSITIONS OF B BRITHRABEZHES
&

DIRECTORS AND CHIEF EXECUTIVES

A

As at 30 June 2018, the interests of the directors and the chief executive ~ R 2018F6H30H * A AR EE NS HKRIT
of the Company in the shares, underlying shares or debentures of the A EBRAQFKERE LB (FTERLEB
Company or its associated corporations (within the meaning of part XV of Al EST1EHF 5 LA EEH ((FAHELBE
the Securities and Future Ordinance (Chapter 571 of the laws of Hong & ]) EXVED) Z A& (D ~ #EERE (D sk B i F
Kong) (the “SFO”)) as recorded in the register required to be kept by the & - HEE LN A A B RIEZE S L HE K
Company pursuant to section 352 of the SFO, or as otherwise to the I E 352K BEFBE 2 S 2% @ KB &
Company and The Stock Exchange of Hong Kong Limited (the “Stock HEBEA X 5 AE R A T ([EE3Z A7) 352
Exchange”) pursuant to the Model Code for Securities Transactions by — E i #R 8 ([ = #8 81 ]) Mt 8210 p7 & L 1 3
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 TAESZFHTE AR 5 22X | ([1Z %
to the Rules Governing the Listing of Securities on the Stock Exchange (the <P 8 ]) 7B BT @ A QA 7] R B X BT 2 #E a5
“Listing Rules”), were as follows: m

-y

Mr. Zhao John Huan Interest in controlled corporation (Note 1) 1,701,520,440 116.50%
HLBE L E REEEE 2w (1)

Mr. Leung Kwai Kei Beneficial owner 462,000 0.08%
RERELE ERn#EEA

Note: B3 -

1. Sonic Tycoon Limited is a non-wholly owned subsidiary of Fortune Eight 1. = F R 2 7] A& Fortune Eight Alps Limited 2.
Alps Limited, which is a wholly owned subsidiary of Hony Capital Fund VIII 2 E M B AR - MFortune Eight Alps Limited
(Cayman), L.P., an exempted limited partnership managed by Hony Capital /& Hony Capital Fund VIl (Cayman), L.P. (— =X
Fund VIIl GP (Cayman), L.P. (as sole general partner), which is managed by /1 Hony Capital Fund VIIl GP (Cayman), L.P. (&
its sole general partner, Hony Capital Fund VIIl GP (Cayman) Limited, which W—EREBRANEEIERRERE R
is wholly owned by Hony Group Management Limited, which is owned as %) 22 &MWE R A - Hony Capital Fund
to 80% by Hony Managing Partners Limited, which is wholly owned by VI GP (Cayman), LP.ElEE M —E @B A E A
Exponential Fortune Group Limited, which is owned as to 49% by Mr. Zhao Hony Capital Fund VIl GP (Cayman) Limited & 1
John Huan. Hony Capital Fund VIIl GP (Cayman) Limited 3

Hony Group Management Limited 2 & # & °
Hony Managing Partners Limited # /5 Hony Group
Management Limited 80% # # © Hony Managing
Partners Limited F Exponential Fortune Group
Limited 2 & #7 - i #8 < #X5E 4 #E5 Bxponental
Fortune Group Limited 49% ## 5 °
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EEER W R D

SHARE OPTION SCHEME

On 18 May 2011, the Company has also adopted a share option scheme
(the “Handbag Share Option Scheme”) in which the Company’s directors
and employees are entitled to participate, details of which are set out in
note 18 to the consolidated financial statements. No share option was
granted under the Handbag Share Option Scheme since its inception.

Save as above, during the reporting period, neither the Company, its
holding company nor any of its subsidiaries and fellow subsidiaries, is a
party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2018, shareholders (other than directors and chief
executive of the Company) who had interests and short positions in the
shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Division 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

BT E

R2011F5A18H * A AR MERH—IHE
REFES(FRBERETE]  KXRAAE
EREEEESHEZHNE BEFBED
A HMEN I8 B FRERETE
FIIA LA SR - BEE IR L3R BB AR A o

B Lo MmESMA - ARF] - REEAQ
AREEANBERARMRARMERAET
REMZHN—FH  UEAQAEEER
BB WE R - AR B A EAMEA
B RS (B RE AR A 5 o

TERRZEZERKA

M2018F6A30RH WE(ARREE ki
BITBABBIN RAR R Z D RAEERK
m - EERBEEFRBAEEAEXVEE2
E3DEHZIENBERARQRFEE Bk
RIBIEEH LS &P 5336 1KBm AR F
GEzERMoEm RRBIT

S
ARFEFROI0BTZERER

Exponential Fortune Group Limited

REEREZ = (M)

Hony Managing Partners Limited
MNREERZ #Ewm (1)

Hony Group Management Limited

NEEREZ = (M)
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1,701,520,440 116.50%
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Management Discussion and Analysis

EEER W R DN

Hong Capital Fund VIII GP (Cayman) Interest in controlled corporation (Note 1)

Limited REEEE 2w (M) 1,701,520,440 116.50%
Hony Capital Fund VIIl GP (Cayman), L.P. Interest in controlled corporation (Note 1)  1,701,520,440 116.50%

REEREZ s (MEE)

Hony Capital Fund VIl (Cayman), L.P.  Interest in controlled corporation (Note 1) 1,701,520,440 116.50%
NREEEZ ()

Fortune Eight Alps Limited Interest in controlled corporation (Note 1) 1,701,520,440 116.50%
REEEE s (1)

Sonic Tycoon Limited Beneficial owner (Note 1) 1,701,520,440 116.50%
EZHARAF ExnlEAAPFFED
Note: U
1. Sonic Tycoon Limited is a non-wholly owned subsidiary of Fortune Eight 1. # = B BR X & /Fortune Eight Alps Limited
Alps Limited, which is a wholly owned subsidiary of Hony Capital Fund VIl Z 32 E MK B A A ifiFortune Eight Alps
(Cayman), L.P., an exempted limited partnership managed by Hony Capital Limited /3 Hony Capital Fund VIl (Cayman), L.P.
Fund VIIl GP (Cayman), L.P. (as sole general partner), which is managed by (— X f Hony Capital Fund VIIl GP (Cayman),
its sole general partner, Hony Capital Fund VIl GP (Cayman) Limited, which LP(RE-—EBERBA)ERZERR
is wholly owned by Hony Group Management Limited, which is owned as EREBLE) 22EAMWE R F Hony
to 80% by Hony Managing Partners Limited, which is wholly owned by Capital Fund VIIl GP (Cayman), L.P. f1 £ M —
Exponential Fortune Group Limited, which is owned as to 49% by Mr. Zhao 38 A A Hony Capital Fund VIl GP (Cayman)
John Huan. Limited & 2  Hony Capital Fund VIl GP (Cayman)

Limited B3 Hony Group Management Limited %
& %A - Hony Managing Partners Limited &
Hony Group Management Limited 80% ## #= °

Hony Managing Partners Limited F1 Exponential
Fortune Group Limited & & # A + i # < &1
% 4 # 45 Exponential Fortune Group Limited
49% HE 7
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

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

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company
and within the knowledge of the directors of the Company, the Company
has maintained a sufficient public float throughout the six months ended
30 June 2018.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The Board believes that sound and reasonable corporate
governance practices are essential for the growth of the Group and for
safeguarding and maximizing shareholders’ interests. The Company has
adopted the Corporate Governance Code and Corporate Governance
Report set out in Appendix 14 to the Listing Rules (the “CG Codge”). The
Board is committed to complying with the code provisions as stated in
the CG code to the extent that the directors of the Company consider it
is applicable and practical to the Company.
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In the opinion of the directors, the Company has complied with the CG
Code throughout the six months ended 30 June 2018 except where
stated and explained below.

Mr. Zhao John Huan is the chairman and the chief executive officer
of the Company. He oversees and manages the Group’s business
as the chairman with the assistance of the Group’s senior
management team. Other functions normally undertaken by a chief
executive officer of the company are delegated to members of the
Group’s senior management team. This structure deviates from
the code provision of CG Code that requires the roles of the
chairman and the chief executive officer to be separate and not
performed by the same individual. The Board has considered this
matter carefully and decided not to adopt the relevant provisions.
The Board believes that the current management structure has
been effective in facilitating the operation and development of the
Group and its business in the past and that the necessary checks
and balances consistent with sound corporate governance
practices are in place. Accordingly, the Directors do not envisage
the Group should change its current management structure.
However, the Directors will review the management structure from
time to time to ensure it continues to meet these objectives.

The Company held its annual general meeting for the year ended 31
December 2017 (the “2017 AGM”) on 29 June 2018. Due to conflict of
schedules and other prior business engagement outside Hong Kong, Mr.
Zhao John Huan, the Chairman, and Mr. Wang Yuanzheng, an Executive
Director, were unable to attend the 2017 AGM. Mr. Wang Xiaolong, Mr.
Leung Kwai Kei, Mr. Heng Victor Ja Wei, Mr. Tsang Hin Man Terence
and the Company’s external auditor attended the 2017 AGM and
answered questions raised by the shareholders of the Company at the
meeting physically.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as its own securities dealing
code to regulate all dealings by Directors and relevant employees of
securities in the Company and other matters covered by the Model
Code. The Company has made specific enquiry with all Directors and
they have confirmed that they have complied with the Model Code
during the reporting period.
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AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
control and financial reporting matters including the review of the Group’s
unaudited interim results for the six months ended 30 June 2018.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there were no significant events after the
reporting period.

CONTINGENT LIABILITIES

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

HUMAN RESOURCES

At 30 June 2018, the Group had a workforce of about 5,200 people (Food
and beverage business: 1,700 people, Manufacturing and sales of
handbags: 3,500 people). The Group maintains a good relationship with
its employees, and provides them with proper training and competitive
compensation and incentives. The staffs are remunerated based on their
work performance, professional experience and prevailing market
situation. Remuneration packages comprise salary and bonuses based
on individual merits.
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Interim Results

hHIRE

CONDENSED CONSOLIDATED BHEASZEKRER
STATEMENT OF COMPREHENSIVE

INCOME

For the six months ended 30 June 2018 A ZE 20186 A30H IL61E A

Six months ended 30 June

HZ6A30H 1L61EA
2018
RMB’000
FTAR®
Revenue WA 6 373,555 338,685
Cost of sales SHE KA (195,379) (176,847)
Gross profit EF 178,176 161,838
Other income HAb YA 7,502 2,618
Other gains, net H b Iy 7505 88 7 2,054 16,138
Distribution and selling expenses tHE Ko ik AR (118,816) (103,957)
General and administrative expenses — M RITEE A (62,841) (45,651)
Share of loss of associates Bt %‘? NGIL 8 (2,506) (648)
Finance expenses, net WEERTE (474) (7,551)
Profit before taxation & % AT i ) 3,095 22,787
Income tax expense RS 9 (6,066) (6,728)
(Loss) profit for the period HAEE 10 (2,971) 16,059
(Loss) profit for the period attributable to: ~ Ei A (E518) i ) 55 8 1
Owners of the Company N/NET (3,687) 13,561
Non-controlling interests Hih L HIR 716 2,498
(2,971) 16,059
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RHIEEA

CONDENSED CONSOLIDATED FHHSZEEZEHRER®
STATEMENT OF COMPREHENSIVE

|NCOME (Continued)

For the six months ended 30 June 2018 H E=2018F6 A30H lL61E A

Six months ended 30 June
B Z6H30A161EA

2018
RMB’000

TARY

Other comprehensive (loss) income HRHEMEE X H

= 8z
<

Item that may be reclassified subsequently A {4 B ft & & 27 5 48 & 15

to profit or loss: ZHEA:
Exchange differences arising on HE G INETS T E £
translation of foreign operations [E R =% (37,202) (7,124)
Other comprehensive loss for the period ~ HA N E fh 2 E = H (37,202) (7,124)
Total comprehensive (loss) income for BMAE2MH(ZH) ks @esE
the period (40,173) 8,935
Total comprehensive (l0ss) income for HAarzE(EH)WERBR
the period attributable to:
Owners of the Company ViN/NES (40,889) 6,437
Non-controlling interests Hib L HRE 716 2,498
(40,173) 8,935
(Loss) earnings per share (RMB cents) ik (E18) B (5 ARK)
— Basic —HEK 12 (0.25) 1.64

The notes on pages 27 to 52 form an integral part of this interim  $F27 =528 MW A AT EBERHG A B 75
condensed consolidated financial information. ERREKED -
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CONDENSED CONSOLIDATED BALANCE fB4ZA8SEABE
SHEET

Results
Hi S48

At
i
30.06.2018
RMB’000
FTAR®
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ME - HE MK 13 167,163 168,643
Prepaid lease payments FENEEREA 41,561 44,007
Investment properties "EWE 31,155 32,896
Investments in associates NI By 8 269,294 287,142
Goodwill EES 45,495 45,495
Intangible assets AR 99,513 101,535
Defined benefit assets AEMNZEE 4,460 4,710
Trade and other receivables JEUE 5 R H M 5KIA 14 4,390 19,565
Deferred tax assets TR ITBE = 9,308 10,805
672,339 714,798
CURRENT ASSETS RBEE
Inventories 78 74,873 83,539
Prepaid lease payments AN EHIEA 502 520
Trade and other receivables EWE 5 R H M 5KIA 14 153,145 100,038
Other current assets Hinmsh&E 23,029 -
Tax recoverable AT U B F 1A 1,825 795
Financial assets at fair value through RAnBEAEEEE
profit or loss SFAEENEREE 5,300 27,000
Derivative financial instrument TESmIA 8 1,029
Cash and cash equivalents HeRESZEEY 318,105 398,033
576,787 610,954
Total Assets EEHAE 1,249,126 1,325,752
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RHIEEA

CONDENSED CONSOLIDATED BALANCE BHAEEEEER®
SHEET (Continued)

At
®n
30.06.2018
RMB’000
FTARM
CURRENT LIABILITIES REAaE
Trade and other payables FEREB 5 RHEMHKIEA 15 116,868 147,478
Contract liabilities aRAaE 3,574 -
Loan from a third party E=ZFHER 213,652 221,000
Tax payable J& 1~ 5t 38 3,140 4,653
337,234 373,131
NON-CURRENT LIABILITY FRBEE
Deferred tax liabilities BEEFSHAE 24,584 24,584
Deferred government grants IR AT BT A B 1,089 2,175
25,673 26,759
TOTAL LIABILITIES EEAH 362,907 399,890
CAPITAL AND RESERVES ERGHE
Share capital A& 7 16 122,949 122,949
Reserves & 725,799 766,158
Equity attributable to owners of FERARRRNERE
the Company 848,748 889,107
Non-controlling interests DB R 37,471 36,755
TOTAL EQUITY FTEERERBEE 886,219 925,862
TOTAL LIABILITIES AND EQUITY EELMEERSHE 1,249,126 1,325,752

The notes on pages 27 to 52 form an integral part of this interim 527 262 B MM it A A o B G BR 47 & BF 7%
condensed consolidated financial information. BEREHEKID -
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CONDENSED CONSOLIDATED STATEMENT 4L ESEZE B R

OF CHANGES IN EQUITY

For the six months ended 30 June 2018

HZ=2018F6 5308 (L~ @ A

EGE S

At 1 January #2017E1A18
2017(audited) (BBH) 69,055 - (©24) 8833 (17304 (17670) 224462 266,362 48605 314967
Profit for the period FREF - - - - - - 13,561 13,561 2,498 16,059
Exchange differences ~ £RHMEE
arising on s
translation of ERER
foreign operations - - - - (7,124) — — (7,124) - (7,124)
Total comprehensive  ER 2 E K%
(expense) income for ekl
the period 69,055 — (924) 8,833 (24,518)  (17,670) 238,023 272,799 51,103 323,902
Convertiole bonds ERES
— equity component  — &5 - - - - — 58406 — 58406 — 58406
Acquisition of non- WK B AR
controlling interests in -~ FE1E AR 2 75
a subsidiary - - - - — o) — [227)  (18647)  (40919)
Transfer to non- AR DR
distributable reserve =1 - - 924 - - - (924) - - -
At 30 June 2017 R201746A30
(unaudited) A(REER) 69,055 — — 8,833 (24,518) 18,464 237,099 308,933 32,456 341,389
At 1 January 2018 R2018%F1A1H
(audited) (BEH) 122,949 582,056 929 8,724 (14,066) (43,121) 231,636 889,107 36,755 925,862
Prior year adjustment  BEFEHZ - - 4,469 - - - (3,939 530 - 530
Proft for the year ER G = = = - = - (3687)  (3,687) 76 (297)
Other comprehensive R E 2
income forthe year: g% :
Currency translation ERER
diferences - - - - @20 - - @1209) - @7209)
Total comprehensive  ER 2 E K%
income for the year ek = = 4,469 - (87202 - (7.626)  (40,359) 716 (39,643)
At 30 June 2018 #2018 6 A30
(unaudited) H(REER) 122,949 582,056 5,398 8,724 (51,268)  (43,121) 224,010 848,748 37,471 886,219
BRERERLAT —ZT—-NFHHERE
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RHIEEA

CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQU'TY (Continued)

Notes:

(i) The asset revaluation reserve represented increase in revaluation arising
from the owner-occupied properties becoming investment properties prior
to 1 January 2008.

(ii) The special reserve of the Group represents:

1. the difference between the nominal value of the share capital issued
by Lee & Man Development Limited (‘LM Development”) and the
nominal value of the share capital of subsidiaries acquired by it
pursuant to a group reorganization in 1993;

2. the difference between the nominal value of the share capital of a
subsidiary, LM Development, acquired pursuant to a group
reorganization in June 2011 and the nominal value of the share
capital issued by the Company;

3. the expenses borne by shareholder for the listing of the Company;
4. the equity component of convertible bond; and
5. the difference between the consideration paid for the acquisition of

non-controlling interests in a subsidiary and the carrying amount of
the net assets acquired.
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Interim Results

RHIEEA

CONDENSED CONSOLIDATED STATEMENT B4 EERE
OF CASH FLOWS

For the six months ended 30 June 2018 H E£2018F6 A30H IL61E A
2018
(Unaudited)
RIEER
RMB'000
FARY
OPERATING ACTIVITIES KEEE
Profit before taxation B 753 A o A 3,095 22,787
Adjustments for: E
Adjustments for Depreciation and amortization 47 & % #i 4% 11,036 11,107
Release of prepaid lease payments FENHEERBEZELY 540 576
Amortization of deferred government grants % JE BT 4 B 55 (3,230) (788)
Interest income FEMA (593) (127)
Interest expenses FEXZH 1,184 7,605
Share of loss of associates FEAG B & QR A8 2,506 648
Gain on fair value changes on MESBMIAEAREEESH 2
Derivative financial instruments Wz 947 (6,985)
Fair value adjustment to other receivable from  AM B A 7 7 E b EW K A £
a former subsidiary BEAZE = (7,412)
Gain on disposal of property, HEYE BEMEEB2Z2 RS
plant and equipment () (16)
Operating cash flows before movementsin ZEE S BB A o KCEEBES
working capital RE 15,480 27,395
Increase in trade and other receivables FEUE 5 I B ftb SRIBLE hn (41,002) (12,120)
Increase/(decrease) in inventories FEEMCH ) 8,666 (8,068)
Decrease in trade and other payables BN E 5 & E M IER D (28,289) (6,513)
Proceeds of other receivable from a former U 18] BT B B A B 2 H i B Y FX
subsidiary - 4,774
Income taxes paid 2RHe (7,851) (4,367)
NET CASH FROM OPERATING ACTIVITIES &Y ZEBREFRHE)RA (52,996) 1,101
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Interim Results

RHIEEA

CONDENSED CONSOLIDATED STATEMENT fEH4SHRESRER @
OF CASH FLOWS (Continued)

For the six months ended 30 June 2018 A ZE2018F6 A30H [t61E A
2018
(Unaudited)
KRB ERZ
RMB'000
TARH
INVESTING ACTIVITIES REEH
Purchase of property, plant and equipment BEYWE BMBENMRK (16,288) (26,037)
Deposit for acquisition of a subsidiary FRARWE 2R (20,000) -
Purchase of associates REE R EIHRE = (14,401)
Prepayment for equity investments A1 E R = (26,533)
Proceeds from disposal of property, plantand ~ HEW % - BiRE &R &S 508
equipment 278 178
Purchase of intangible assets BEEBFEE = (12,732)
Purchase of prepaid lease payment BEBMNEERE 535 -
Interest received 2 U F & 593 127
Proceeds of principal of derivative financial KETEEMIARS
instruments 21,700 15,000
NET CASH USED IN INVESTING ACTIVITIES #EZBHESFERA (HRH) (13,182 (64,398)
FINANCING ACTIVITIES A& SE B
Proceeds from issuance of convertible bonds 277 0] & 4% (& & - 234,338
Purchase of subsidiaries gL =N = (40,919
NET CASH FROM (USED IN) BMETHRSFRA
FINANCING ACTIVITIES — 193,419

NET INCREASE (DECREASE) INCASHAND R4 RBELSZEYW R L) &M
CASH EQUIVALENTS =l (66,178) 130,122

CASH AND CASH EQUIVALENTS AT THE RBANZRERESEEY
BEGINNING OF THE PERIOD 398,033 109,542

EFFECT OF CHANGES IN EXCHANGE RATE E Z# 8~ & & (13,750) 1,375

CASH AND CASH EQUIVALENTS AT THE RBRZRERELEEY
END OF THE PERIOD 318,105 241,039
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1.

GENERAL INFORMATION

Best Food holding Company (the “Company”) and its subsidiaries
(together, the “Group”) are principally engaged in the operation of
chain restaurant and manufacture and sale of handbags under
various locations.

The Company is a limited liability company incorporated in Cayman
island. The address of its registered office is Cricket Square,
Hutchins Drive 2, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited (the “HK Stock Exchange”)

This condensed consolidated interim financial information is
presented in Renminbi (‘RMB”), unless otherwise stated.

This condensed consolidated interim financial information has not
been audited.

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
Interim Financial Reporting issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) as well as with the
applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

The condensed consolidated interim financial information has been
prepared on the historical cost basis except for investment
properties, financial assets at fair value through profit or loss, and
derivative financial instruments that are measured at fair values.
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Interim Results

RHIEEA

2. BASIS OF PREPARATION (continued) 2. RBLE® @)

The accounting policies adopted are consistent with those of the T PrE R R 2 %)

previous financial year and corresponding interim reporting period, SN BTEERM @R E R F— BB E

except for the adoption of new and amended standards as set out JE R BASRE L BEA R — B e

below.

(@) New and amended standards adopted (@ AEBEHFEANHIT R
by the Group KAEET 2 &R
A number of new or amended standards became applicable el &S] 2 2RI E B
for the current reporting period and the Group had to RAFEH BRAEEBTET
change its accounting policies and make retrospective BEHGBE WERANU
adjustments, if applicable, as a result of adopting the TAHEABETEYNAE(NE
following standards: M) :

. HKFRS 9 Financial Instruments, and . &5 B 7% R & 2 R B o5k
[©rt T A
. HKFRS 15 Revenue from Contracts with Customers. o B GRS LR E 1558
(P& R Al
The impact of the adoption of these standards and the new HKAZEREARFETERED
accounting policies are disclosed in note 3 below. The other FETETXWNEIFHE - HE4
standards did not have any impact on the Group’s EREAEBO G BELE
accounting policies and did not require retrospective e & JNEEEPFHE -
adjustments.
(b) Impact of standards issued but not yet (b) EZAERERNK
applied by the Group Rz EAEE
() HKFRS 16 Leases () &85 KRS %E A
E163% [ HE |
Nature of change B2EME
HKFRS 16 was issued in May 2016. It will result in BB R EERE165E
almost all leases being recognised on the balance M2016F5H MM o A RN
sheet, as the distinction between operating and KEHEERERER IE
finance leases is removed. Under the new standard, BB WM& ZZEREE
an asset (the right to use the leased item) and a BETHAEHREHVEEE
financial liability to pay rentals are recognised. The BEXRTHER RIEHE
only exceptions are short-term and low-value leases. B EERIBEREE (F
FAEEBEBENEN K&
BEX NS R EFAIE
BEBAERN -
The accounting for lessors will not significantly HEFWeststeareEs
change. HFEE L o
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2. BASIS OF PREPARATION (continued)

(b) Impact of standards issued but not yet
applied by the Group (Continued)

() HKFRS 16 Leases (Continued)

Impact

The standard will affect primarily the accounting for
the Group’s operating leases. As at the reporting date,
the Group has certain non-cancellable operating lease
commitments. However, the Group has not yet
determined to what extent these commitments will
result in the recognition of an asset and a liability for
future payments and how this will affect the Group’s
profit and classification of cash flows.

Some of the commitments may be covered by the
exception for short-term and low-value leases and
some commitments may relate to arrangements that
will not qualify as leases under HKFRS 16.

The standard is mandatory for first interim periods
within annual reporting periods beginning on or after 1
January 2019. The Group does not intend to adopt
the standard before its effective date.

3. CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 9 Financial
Instruments and HKFRS 15 Revenue from Contracts with
Customers on the Group’s condensed consolidated interim
financial information and also discloses the new accounting
policies that have been applied from 1 January 2018, where they
are different to those applied in prior periods.

2.
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Interim Results

SEGE S

3. CHANGES IN ACCOUNTING POLICIES 3. €:HE®F 4

(Continued)

(@) Impact on the financial statements

HKFRS 9 was generally adopted without restating
comparative information with the exception of certain
aspects of hedge accounting. The Group used modified
retrospective approach while adopting HKFRS 9. The
reclassification and adjustments are therefore not reflected
in the balance sheet as at 31 December 2017, but are
recognised in the opening balance sheet on 1 January 2018.

The Group has adopted HKFRS 15 using the modified
retrospective approach and has not restated comparatives
for the 2017 financial year.

The following tables show the adjustments recognised for
each individual line item. Line items that were not affected
by the changes have not been included. The adjustments

are explained in more detail by standard below.

(@) HUBHRRHOTE

PN S B 75 i 5 ZE RSB Q5 B
WMEEBAENLRER MY
REETME T HERNN AE
BERNB B BHREEAFIR
RNERABPARE Bt 2
R N AR & R2017F 128
BIEMEEABRRM  ERN
%gfpﬂa%%%ﬁ%ﬁ%

AEERBAERHELIRANE
AR EEREIGH - WK

2017 5 BUF [E /9 b 2 HA ) o
fTE -

TRBTRIAESERRKEE#R
MR - REXEHTENE
BYFTERERN - AEEER
HENWEEEEAZENT -

Current assets MEEE

Other current assets Htns&E — — 37,494 37,494
Trade and other receivables & W & 5 & H #th 31 18 100,038 - (37,494) 62,544
Total assets BEERE 100,038 - - 100,038
Current liabilities REBE

Trade and other payables  JE{ & 5 & H #th 518 147,478 - (16.387) 131,091

Contract liabilities ARARE — — 16,387 16,387
Total liabilities BEEHE 147,478 — — 147,478
Net assets BEEFRE (47,440) — — (47,440)
Total equity i &=L (47,440) — — (47,440)
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3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) HKFRS 9 Financial Instruments —
Impact of adoption

HKFRS 9 replaces the provisions of IAS 39 that relate to the
recognition, classification and measurement of financial
assets and financial liabilities derecognition of financial
instruments, impairment of financial assets and hedge
accounting.

The adoption of HKFRS 9 Financial Instruments from 1
January 2018 had no impact on the classification and
measurement of the financial assets held by the Group. The
new accounting policies are set out in note 3(c) below.

(i)

Impairment of financial assets

The Group has trade receivables for sales of products
that are subject to HKFRS 9’s new expected credit
loss model, and the Group was required to revise its
impairment methodology under HKFRS 9 for these
receivables.

The Group applies the HKFRS 9 simplified approach
to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade
receivables from initial recognition. To measure the
expected credit losses, trade receivables have been
grouped based on shared credit risk characteristics
and the days past due. The adoption of new approach
did not result in any impact on the amounts reported
in the opening balance sheet on 1 January 2018 and
the financial information during the six months ended
30 June 2018.
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Interim Results

RHIEEA

3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) HKFRS 9 Financial Instruments —
Impact of adoption (continued)

(i)

Impairment of financial assets (Continued)
Trade receivables are written off when there is no
reasonable expectation of recovery. Indicators that
there is no reasonable expectation of recovery include,
amongst others, the failure of a debtor to engage in a
repayment plan with the Group, and a failure to make
contractual payments for a period greater than 60-90
days past due (credit terms).

While cash and cash equivalents and financial assets
at amortised cost are also subject to the impairment
requirements of HKFRS 9, no impairment loss was
identified.

(¢) HKFRS 9 Financial Instruments —
Accounting policies applied from 1
January 2018

(i)

Investments and other financial assets
Classification

From 1 January 2018, the Group classifies its financial
assets in the following measurement categories:

° those to be measured subsequently at fair value
(either through OCI, or through profit or loss),
and

o those to be measured at amortised cost.
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3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(c) HKFRS 9 Financial Instruments —
Accounting policies applied from 1
January 2018 (continued)

(i)

Investments and other financial assets
(Continued)

Classification (Continued)

The classification depends on the Group’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for
trading, this will depend on whether the Group has
made an irrevocable election at the time of initial
recognition to account for the equity investment at fair
value through other comprehensive income (“FVOCI”).

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (“FVPL”),
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit
or loss.

Financial assets with embedded derivatives are
considered in their entirety when determining whether
their cash flows are solely payment of principal and
interest.
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Interim Results

RHIEEA

3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(c) HKFRS 9 Financial Instruments —
Accounting policies applied from 1
January 2018 (continued)

(i)

Investments and other financial assets
(Continued)

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value gains
and losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition of
the investment. Dividends from such investments
continue to be recognised in profit or loss as other
income when the Group’s right to receive payments is
established.

Changes in the fair value of financial assets at FVPL
are recognised in other income gains, net in the
statement of comprehensive income as applicable.
Impairment losses (and reversal of impairment losses)
on equity investments measured at FVOCI are not
reported separately from other changes in fair value.

Impairment

From 1 January 2018, the Group assesses the
expected credit losses associated with its financial
assets on a forward looking basis. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk.
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Interim Results

EGE S

3. CHANGES IN ACCOUNTING POLICIES 3. €3 HEEF 4

(Continued)

(c)

(d)

HKFRS 9 Financial Instruments — (c) ERMBMEERE9
Accounting policies applied from 1 EEmI A — Q 2018
January 2018 (Continued) F1AEER ST
R )
(i) Investments and other financial assets ) RERHMEMEE
(Continued) (#&)
Impairment (Continued) 1B (4%)
For trade receivables, the Group applies the simplified HREZFERER A%
approach permitted by HKFRS 9, which requires IR sy S ===
expected lifetime losses to be recognised from initial FOW T E A
recognition of the receivables. HEBREWRRGE =
BEREREFTEHAANTE
HEiIE o
HKFRS 15 Revenue from Contracts with d &8 ,\7J BIREERE
Customers — Impact of adoption 1555 & % )5 ERIKA —
j%k m 5'/ E
The Group has adopted HKFRS 15 Revenue from Contracts NEEFD B2018F1 A1 H B
with Customers from 1 January 2018 which resulted in MEAET RS ELFISHEER
changes in accounting policies. In accordance with the FARWA BT HRE
transition provisions in HKFRS 15, the Group has adopted o REBHEBBPAHELE
the new rules using the modified retrospective approach. In WFTER o 48 FRTIL - AR AR
summary, the following adjustments were made to the R ERHE (20181 A1H)
amounts recognised in the balance sheet at the date of initial CEEEBBRPERZESEM
application (1 January 2018): TEH B %

Current Liabilities BB E

Contract liabilities ARAR (ii) - 16.387 16.387
Trade and other payables FEfE 5 R HEMRE (i) 147,478 (16.387) 131,091
There was no impact in the Group’s retained earnings as at R2018F1 18 ZREBE Z &R
1 January 2018. BRNRZZE -
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Interim Results

RHIEEA

3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(d) HKFRS 15 Revenue from Contracts with

Customers — Impact of adoption
(Continued)
() Accounting for payment to customers

(i)

The application of HKFRS 15 may result in the
consideration payable to a customer recorded as a
reduction of the arrangement’s transaction price,
thereby reducing the amount of revenue recognized,
unless the payment is for a distinct good or services
received from the customer. As a consequence,
revenue and cost of sales decreased by
RMB5,458,184 for the six months ended 30 June
2018.

Presentation of assets and liabilities
related to contracts with customers

Reclassifications were made as at 1 January 2018 to
be consistent with the terminology used under HKFRS
15 and HKFRS 9:

o Contract liabilities in relation to contracts were
previously included in other payables and
accruals.

° Other receivables (deductible VAT input) and
prepayments were previously presented
together with trade and other receivables but
are now presented as other current assets in
the balance sheet, to reflect their different
nature.
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3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(e) HKFRS 15 Revenue from Contracts with
Customers — Accounting policies

(i)

Sale of goods

The Group manufactures and sells food and
beverages, as well as handbags. Sales are recognised
when control of the producers has transferred, being
when the products are delivered to the customers and
there is no unfulfiled obligation that could affect the
customer’s acceptance of the products. Revenue is
adjusted for the value of sales discount and rebates.
Delivery occurs when the products have been shipped
to the specified location, the risks of obsolescence
and loss have been transferred to the customers, and
either the customers have accepted the products in
accordance with the sales contracts, or the Group has
objective evidence that all criteria for acceptance have
been satisfied.

A receivable is recognised when the goods are
delivered as this is the point in time that the
consideration is unconditional because only the
passage of time is required before the payment is due.
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Interim Results

RHIEEA

4. ESTIMATES 4. EEHEE
The preparation of interim financial information requires PHIB R GRERTEBY®:
management to make judgments, estimates and assumptions that BERNER EEMABEENURK
affect the application of accounting policies and the reported AMBRAEDHE  GitfRE &
amounts of assets and liabilities, income and expense. Actual BRet RAl g B3 L {5t A -

results may differ from these estimates.

In preparing this condensed consolidated interim financial ERB AR AL S P EIE 8 &R -
information, the significant judgments made by management in EEEYNAEE ST BRERERMG
applying the Group’s accounting policies and the key sources of HHEE I 2 B g 2ROR /Y 2 K ) B
estimation uncertainty were the same as those that applied to the HZE2017FE12A3BIEEEMN A& H
consolidated financial statements for the year ended 31 December B sR R AR

2017.

5. FINANCIAL RISK MANAGEMENT AND 5. Bf 7[5 B & ¥ 84 Bt 75 3R
FINANCIAL INSTRUMENTS =

5.1 Financial risk factors 51 B EREE
The Group’s activities expose it to a variety of financial risks: AREBWEKEDRSEMEER
market risk (including foreign exchange risk and cash flow % 5 & R (8 FE A EE & R
and fair value interest rate risk), credit risk and liquidity risk. MIRERERAALBERNERE

B) - (= PR B A ) 1 L Bk o

The condensed consolidated interim financial information MRS ATHESERNTBE
does not include all financial risk management information FEMERRMENRENE
and disclosures required in the annual financial statements, BEBREEBEAMBEANRT I
and should be read in conjunction with the Group’s annual fEE AR EBE2017F12A318 2
financial statements as at 31 December 2017. FEMBHRE —HBE -

There have been no changes in the risk management ANEANEGEERE®EES -

policies during the period.
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5. FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS (continued)

5.2 Fair value estimation

The table below analyses financial instruments carried at fair
value, by valuation method. The different levels have been
defined as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1);

o Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2);

° Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

The following table presents the Group’s financial assets
that are measured at fair value at 30 June 2018.

Interim Results

RHIEEA

Bt 7% B B = I8 BE BY A% 3R
=30 )
52 A REEMEE

TREARGEETEDITAR
REEFEZEMIA TH
RAMERDT

5.

s HAREEHEBEERMS
BB CRFE) (B1R)

e EEHREBEMNEAAR/A
BRI E1TRAINO R
B TwEEBER)X
% (AL ERIKE) (2
&)

e EEJARABEHNERATRE
ERNABENTSHE
(BI AT =M A) (53
AR e

TR IR A K B R2018%6 A
SOAUAABEFEZEME

o
Level 1 Level 2 Level 3 Total
FE14R HoMk E3K &%
RMB’000 RMB’000  RMB’000 RMB’000
TAR® TAR® TAR®E TARY%
Assets BE
Financial assets at fair DAARBETE
value through profit or BEZFFA
loss BRzemEE
Investments in wealth BYERKE
management products — — 5,300 5,300
Derivative financial assets T4 S B &4 E = = 8 8
— - 5,308 5,308

BEE

RERLE —Z-NFHHRE
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RHIEEA

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)
5.2 Fair value estimation (continued)

The following table presents the Group’s financial assets
that are measured at fair value at 31 December 2017.

5.

BHRAREEZEENBR

E Yo

52 A REBEMG @
TRINRAEEKR2017F 124
STEUAABEFTEZE/ME
E °

Assets EE

Financial assets at fair DAAREBETE
value through profit or BEZEFA
loss BRzemEE

Investments in wealth B EMEE

management products
Derivative financial assets TEemEE

— 27,000 27,000
— 1,029 1,029

— 28,029 28,029

For the available-for-sale financial assets, the fair values are
based on cash flow discounted using the expected return
based on management judgment.

For the financial assets at fair value through profit or loss, the
fair value is determined using the binomial model with key
assumptions including stock price, volatility rate and
discount rate.

6. SEGMENT INFORMATION

The following is an analysis of the Group’s revenue and results by
operating segments under HKFRS 8 Operating Segments, based
on information reported to the Company’s executive directors,
being the chief operating decision maker (the “CODM”), for the
purposes of resource allocation and assessment of segment
performance, which focuses on types of goods or services
delivered or provided.
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The Group’s operating and reportable segments under HKFRS 8
— Operating Segments are as follows:

6. SEGMENT INFORMATION (continued)

(i) Manufacturing and sales of handbags; and

(i) Food and beverage business.

Segment revenues and results

The following is an analysis of the Group’s revenue and results by

reportable segment:

Six months ended 30 June 2018

Interim Results

RHIEEA

TEE R @
$%@‘§%%ﬁﬁ R Eas—

REDWET 2EERBE DA HT
uuT-

() BERBEEFE K
iy B

o EBW A M R AE

AT RSB HRED A2 WA
ST

B £201856 A30H L6 A
HE

Manufacturing Food and

and sales of beverage

handbags business Consolidated
EM

HEF K B8 & Bt

RMB’000 RMB’000 RMB’000

TAR® TARH TARH

Segment revenue — external 7 B A — S EB 184,300 189,255 373,555
Segment profit 5 &0 A 3,679 6,644 10,323
Change in fair value of: DNAhEEE

— derivative financial instruments —TESeRITA (947)
Share of loss of associates EES/NET) 8= (2,506)
Unallocated income Ko B A 1,043
Unallocated expenses FoBEXTH (4,344)
Finance expenses, net B RFE (474)
Profit before taxation B 75 B s Al 3,095

BEERERAT —ZE-N\FHHES
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SEGE S

6. SEGMENT INFORMATION (continued)

Segment revenues and results (Continued)
Six months ended 30 June 2017

7EE R @
s ONGIES AT )

HZ2017F6 A30H 1L61E A
HA [

Segment revenue — external o EB UL A — N B 154,088 184,597 338,685
Segment profit 7 80 Fl 99 19,301 19,400
Change in fair value of; NRAEEEE :

— derivative financial instruments —TEe®mI A 6,985
Share of loss of associates RN k= (648)
Unallocated income KA BEWA 7,960
Unallocated expenses RAOBEZH (3,359)
Finance expenses, net B ERTRRE (7,551)
Profit before taxation I %5 B g A 22,787

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales

during the period.

For the six months ended 30 June 2018 and 2017, segment result
represents the profit earned by each segment without allocation of
change in fair value of derivative financial instruments, share of loss
of associates, unallocated income, unallocated expenses and
financial expenses. This is the measure reported to the CODM for
the purpose of resources allocations and performance

assessment.
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6. SEGMENT INFORMATION (continued)

Geographical Information

The Group’s revenue from external customers by geographical

location during the period is as follows:

Interim Results

RHIEEA

6. 7EHER @
i & & &

HIAAREERB IR P AR

BEOFEBHOT

Revenue from external

customers
Six months ended 30 June
REIMEEFHEA
B Z6H30R 1L61E A

2018

RMB’000

FARY
PRC 2] 200,802 193,681
USA ES 74,061 51,360
Canada mex 21,489 10,952
Other Asian countries E s M B R 18,005 25,130
Other European countries A B B R 15,603 15,107
Germany 1= 14,303 4,635
Hong Kong BB 13,137 7,927
[taly el 7,016 23,423
South America EE 4,341 —
Netherlands el 2,195 3,600
United Kingdom L4 2,194 2,469
Middle East and Africa B AN FE M 409 401
373,555 338,685

BEERERAT —ZE-N\FHHES
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RHIEEA

7. OTHER GAINS, NET 7. HiW R FEE

Six months ended 30 June

B Z6H30HL6MEA
2018
RMB’000
FTAR®
Net exchange gain FE 3 Uz % 58 2,996 1,725
(Loss) Gain on fair value changes on TTESMIAERNFEES(HBK)
derivative financial instruments g =% (947) 6,985
Gain on disposal of property, plantand & %) % « BB % & W 55
equipment 5 16
Recovery of other receivable from WEERE TR A ZHAMERR
a former subsidiary — 7,412
2,054 16,138
8. INVESTMENTS ACCOUNTED FOR 8. EmiESEZRE
USING THE EQUITY METHOD
Interests in associates REtE NTF 2w

Six months ended 30 June

B Z6H30H1E6MEA
2018

RMB’000

FTARY
At 1 January »w1A1H 287,142 85,698
Additions AN A 37 38 — 29,691
Share of loss of investments REEPEZEBE (2,506) (648)
Currency translation differences ERTEE (15,342) (2,553)
At 30 June R6A30H 269,294 112,188
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RHIEEA

INCOME TAX EXPENSE Fri8 B H
Six months ended 30 June
HZEZ6H30B LL6MEA
2018
RMB’000
FTARY
The charge comprises: T HBE:
Current tax: RNEFRIE
Hong Kong Profits Tax BAMGH 3,849 465
PRC Enterprise Income Tax REIR TSN 1,483 3,622
5,332 4,087
Deferred tax: IEEFIA ¢
Current period N EA 734 2,641
6,066 6,728

Hong Kong

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for the six months ended 30 June 2018 and
2017.

PRC

Under the Law of the PRC on Enterprise Income Tax and
Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25% from 1 January 2008 onwards.

Myanmar

The Myanmar subsidiary is subjected to Myanmar Corporate
Income Tax at a rate of 25%. No provision for Myanmar Corporate
Income Tax has been made for both periods as the Myanmar
subsidiary incurred losses for both periods.

Thailand

The Thailand subsidiary is subjected to Thailand Corporate Income
Tax at a rate of 20%. No provision for Thailand Corporate Income
Tax has been made for both periods as the Thailand subsidiary
incurred losses for both periods.

548
EBFEHIREZE Z2018F &
20176 A30H 1-61E8 A 2 14 5t /B &%
R NIR16.5% TR K15

[l

BRIBFPBECEMGSHERTEMSGH
EEIED  AEMB AR ZHERA
200841 A1 HI#E A25% °

k]

= BB R R AR 256% M TR T A
BARAMEH - RADKERRR
ME R R EL R R - S E B E R
VERAGD AR SN R -

=

2R B BT B X R) 2R $R20% B Bt R A 3=
BABMEH ARKENREARR
1 R P N EE A R 1R R E A R A
VERFE QRSN EEE -
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RHIEEA

10. PROFIT FOR THE PERIOD

10. Hi A % A

Six months ended 30 June
B Z6H30HL6MEA

2018

RMB’000

Profit for the period has been arrived at
after charging (crediting):

HrRE A 2 e GrA)

FTARH

Directors’ emoluments = = o 1,308 1,423
Staff salaries and other benefits, H i B 8 B A

excluding those of directors 78,984 68,998
Retirement benefit schemes contributions 3R /KIg R ST I R (B E KR 5N

(excluding directors) 746 542
Total employee benefit expense B IRA4E% 81,038 70,963
Cost of inventories recognised as ERRBAZEHTFERAR

expenses 213,645 176,760
Depreciation of property, plant and ME BELSRE2TE

equipment 10,931 4,978
Auditor’s remuneration ZEE & 1,197 176
Professional services fee HERKE - 886
Release of prepaid lease payments TE & RIB 8 36,839 31,397
Amortisation of intangible assets A EEN 31 363
Amortisation of deferred government i AE U 2 5

grants 3,230 788
Net loss on fair value changes on PTEBBEIARNARERK

derivative financial instruments 947 —
Interest income on bank balances HFATH E WA (593) (127)
Net exchange gain FE 5 W 25 (2,996) (1,725)
Gain on disposal of property, plant and HEBTEEE WS

equipment (5) (16)

11. DIVIDENDS

11. B2

The board of directors of the Company has determined not to
declare interim dividend for the six months ended 30 June 2018

(2017: ni.
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12. (LOSS) EARNINGS PER SHARE

The calculation of the basic loss per share is based on the loss for
the period attributable to owners of the Company of
RMB3,687,000 (2017: profit of RMB13,561,000) and 1,460,593,220
(2017: 825,000,000) shares.

Diluted (loss) earnings per share is not presented because there
were no dilutive ordinary shares in issue for both periods.

13. PROPERTY, PLANT AND EQUIPMENT

Interim Results

EGE S

12. 8R(ER) BF

EREABENERBERARFZ
HA 14 5 #8.3,687,000 A R 1 (2017: &2 F|
13,561,000 A R #) [ 1,460,593,220 %

(2017:825,000,000i%) tE&t & -

R E AR EETEE SRR
F e 3t ' 2 51 5 B E (B 18) & -

13. ¥ BEKRXRE

At 1 January R2017F181R 8,239 11,052 11,709 1,827 32,002 34,437 99,266
2017

Curry translation & 5% Z%8 (224) (115) (142) (43) (376) (3,306) (4,206)
differences

Additions NE — 790 2,972 126 868 17,014 21,770

Disposal & - (111) ) (48) - - (162)

Transfer upon TR EE - - - - 6,474 (6,474) -
completion

Depreciation EZH (1,124) (1,648) (2,796) (350) (4,809) - (1o,727)
charge

Impairment WA — — _ _ _ _ _

At 30 June 2017  7A2017%6H30H 6,891 9,968 11,740 1,512 34,159 41,671 105,941

At 30 June 2017  A201756A30H

Cost BN 84,233 23,841 70,875 9,390 135,656 41,671 365,666

Accumulated ZEMER (77,342)  (13,873) (59,135)  (7,878) (101,497) —  (259,725)
depreciation A

Net book amount FRE ¥4 6,891 9,968 1,740 1512 34,159 41,671 105,941

BRERERLAT —ZT—-NFHHERE
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RHIEEA

13. PROPERTY, PLANT AND EQUIPMENT 13. % > BMERZH @m

(Continued)
Furniture,
Plant and fixtures and Motor Leasehold Construction
Buildings machinery  equipment vehicles improvements  in progress Total
BER eV
¥ HE RERRB RE HEXR HEIR CH
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
TAR® TAR® TAR® TAR® TAR% TARE TAKH
At 1 January R2018% 32,354 26,885 17,188 1,730 43,957 46,529 168,643
2018 1A18
Curry translation [ 5 =% (355) (838) (100) (25) (589) (2,346) (4,253)
differences
Additions AE 1,512 4,702 1,061 57 2,086 4,619 14,037
Disposal HE - - @ (269) = = (273)
Transfer upon TR EE - - = = 4,007 (4,007) =
completion
Depreciation HELH (908) (1,537) (2,636) (258) (5,202) - (10,541)
charge
Impairment A - - - - (450) - (450)
At 30 June 2018 1201856 H330H 32,603 29,212 15,509 1,235 43,809 44,795 167,163
At 30 June 2018  742018%6530H
Cost AR 105,574 45,350 72,730 9,063 154,795 44,795 432,307
Accumulated ZHTER (72,971)  (16,138) (57,221) (7,828) (110,986) —  (265,144)
depreciation A
and impairment
Net book amount BRI 548 32,603 29,212 15,509 1,235 43,809 44,795 167,163
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14. TRADE AND OTHER RECEIVABLES

Interim Results

EGE S

14. BWE B R E bR

At

i

30.06.2018

RMB’000

TAR®
Trade receivables FEUE 5 BR 3K 80,999 54,710
Prepayments ENR KR ® 772 30,716
Other receivables H b B UTFR 75,764 34,177
157,535 119,603
Less: Non-current portion EREE o (4,390) (19,565)

Trade and other receivables — FEUNE 5 Rk E b RIB—

current portion mENE S 153,145 100,038

The aging analysis of trade and bills receivables based on the
invoice date at the end of the reporting period is as follows:

EWE ZHEARFBER RS HRRE

RRZKREDTWT

At

®

30.06.2018

RMB’000

FARH
Not exceeding 30 days THBB30K 54,556 29,620
31-60 days 31E60K 19,257 22,825
61-90 days 61E90K 6,072 1,194
Over 90 days 90K A E 1,114 1,071
80,999 54,710

BEERERAT —ZE-N\FHHES m
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RHIEEA

15. TRADE AND OTHER PAYABLES

e & 5 8RR
HtENRRERER

Trade payables
Other payables and accruals

30.06.2018
RMB’000
TARY

57,871
58,997

15. ENE Z R EAMLRE

i
R

73,655
73,823

116,868

147,478

The aging analysis of trade and bills payables at the end of the
reporting period is as follows:

ENEZEALRRBERBE AR ZEE

oM

At

i

30.06.2017

RMB’000

TARY
Not exceeding 30 days THEB#E30K 37,006 61,079
31-60 days 31E60K 8,432 6,938
61-90 days 61 £ 90K 7,881 984
Over 90 days 0K A E 4,552 4,654
57,871 73,655
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16. SHARE CAPITAL

Ordinary shares of HK$0.10 each, issued and fully paid:

Interim Results

EGE S

16. B A<

L@k EROI1I0B T BEHITREH
B

At January 1 and 30 June 2017 72017118 Rk6H30H 825,000,000 82,500 69,054
At January 1 and 30 June 2018 7201851 A1HK6A30H 1,460,593,220 146,059 122,949

17. COMMITMENTS

(a

(b)

Capital commitments

Capital expenditures contracted but not yet incurred were as
follows:

Purchase of property, plant and
equipment

17. A

(a) EXREFE
BEENEHMABENERT Y
wmr

At

i
30.06.2018

RMB’000
TARS

4,434 7,747

Operating lease commitments

The Group leases various restaurants under non-cancellable
operating lease agreements. The future minimum lease
payments under non-cancellable operating leases were as
follows:

(b) HEHEHAGE

AEBBRETIHELCEHEE
MERESEEE - TOHH
KEREMNRRFEAE R
BT

At

®

30.06.2018

RMB’000

FAR%
Within 1 year 1R 56,080 54,590
Between 1 to 5 years 1259 128,256 132,500
After 5 years 5F A+ 17,353 24,154
201,689 211,244

BEERERAT —ZE-N\FHHES
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RHIEEA

18. SHARE OPTION SCHEME

The share option scheme of the Company (the “Scheme”) was
adopted pursuant to a resolution passed on 18 May 2011 for the
purpose of providing incentives to directors and eligible persons.
The Scheme will remain in force for a period of 10 years from
adoption of such scheme and will expire on 17 May 2021.

Under the Scheme, the board of directors of the Company could
at their discretion grant options to (i) any director, employee or
consultant of the Company or a company in which the Company
holds an equity interest or a subsidiary of such company (“Affiliate”);
or (i) any discretionary trust whose discretionary objects include
any director, employee or consultant of the Company or an
Affiliate; or (i) a company beneficially owned by any director,
employee or consultant of the Company or an Affiliate; or (iv) any
customer, supplier or adviser as may be determined by the
directors of the Company from time to time to subscribe for the
shares of the Company.

Options granted must be taken up within 21 days of the date of
grant. The maximum number of shares of the Company in respect
of which options might be granted under the Scheme shall not
exceed 10% of the issued share capital of the Company any point
in time. The maximum number of the shares of the Company in
respect of which options might be granted to any individual in any
12-month period shall not exceed 1% of the shares of the
Company in issue on the last date of such 12-month period unless
approval of the shareholders of the Company was obtained in
accordance with the Listing Rules on the Stock Exchange.

Options may be exercised during such period (including the
minimum period, if any, for which an option must be held before it
could be exercised) as may be determined by the directors of the
Company (which shall be less than ten years from the date of issue
of the relevant option). Options may be granted without initial
payment. The exercise price was equal to the highest of (i) nominal
value of the shares of the Company; (i) the closing price per share
as stated in the Stock Exchange’s daily quotations sheets on the
date of the grant of the options; and (iii) the average closing price
per share as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the date
of the grant of the options.

No share options were granted since the adoption.
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BEST FOOD HOLDING COMPANY LIMITED
Suite 2701, One Exchange Square,

Central, Hong Kong

Tel: +852 3961 9700  Fax: +852 3961 9799
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FRRXZESE—E27T82701E
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