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Dear shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”),
I am pleased to present the annual report of Jiyi Household
International Holdings Limited (the “Company”) together with
its subsidiaries (the “Group”) for the year ended 31 December
2018 (“FY2018" or the “Reporting Period”), together with
the comparative figures for the corresponding year ended 31
December 2017 (“FY2017").

BUSINESS REVIEW

With the shift of the Group’s strategic focus from the sale and
distribution of merchandise to the provision of interior design and
engineering services, the Group had succeeded in achieving positive
growth in terms of revenue, gross profits and net profits in FY2018.
In FY2018, the provision of interior design and engineering services
segment accounted for approximately 51.9% of the total revenue
(FY 2017: approximately 23.9%), while the sale and distribution of
merchandise segment accounted for approximately 48.1% of the
total revenue (FY 2017: approximately 76.1%).

Provision of interior design and engineering services

The Group achieved rapid growth in the business segment of
the provision of interior design and engineering services to our
customers and achieved fruitful results in FY2018. During the
Reporting Period, the Group successfully won and commenced
several sizeable corporate construction projects which led to
significant increase in revenue. The revenue generated from the
provision of interior design and engineering services increased
by approximately RMB212.1 million or approximately 213.5%,
from approximately RMB99.3 million in FY2017 to approximately
RMB311.4 million in FY2018, and the Group recorded an increase
in gross profit of approximately RMB24.4 million or approximately
296.3%, from approximately RMB8.2 million in FY2017 to
approximately RMB32.6 million in FY2018. The gross profit margin
increased from approximately 8.3% in FY2017 to approximately
10.5% in FY2018.
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CHAIRLADY’S STATEMENT
FBHEEE

Sale and distribution of merchandise

The sale and distribution of merchandise remained a stable source
of revenue to the Group. In FY2018, with the aforementioned shift
of the Group's strategic focus, the Group experienced a decrease of
approximately RMB28.6 million or approximately 9.0% in revenue
from the sale and distribution of merchandise from approximately
RMB316.6 million in FY2017 to approximately RMB288.1 million
in FY2018, in particular, the revenue from home improvement
materials and furnishing products experienced a decrease of
approximately 46.3% and approximately 7.8% in FY2018,
respectively.

Overall, the Group recorded a consolidated net profit of
approximately RMB12.1 million for FY2018, representing an
increase of approximately RMB3.1 million or approximately 34.4%
as compared with consolidated net profit of approximately RMB9.0
million for FY2017. Such increase was mainly resulted from the net
effect of the increase in gross profit generated from the business
segment of the provision of interior design and engineering
services of approximately RMB24.4 million, the decrease in both
selling and administrative expenses of approximately RMB3.2
million and approximately RMB1.3 million respectively, and of
which the increase in consolidated net profit was offset by the
decrease in gross profit generated from the sale and distribution of
merchandise of approximately RMB21.5 million and the increase in
net impairment loss on financial assets of approximately RMB2.6
million.

Jiyi Household International Holdings Limited
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PROSPECTS

Since FY2017, the Group has switched its core business focus from
the business segment of the sale and distribution of merchandise,
to the development of the business segment of the provision of
interior design and engineering services, and had achieved notable
growth in terms of revenue and profits in FY2018. The significant
revenue growth from the business segment of the provision of
interior design and engineering services was mainly due to the
commencement of construction of several sizeable corporate
projects during the Reporting Period. It is even more encouraging
that the Group successfully won the joint tender and became the
general contractor of the construction section of two Engineering
Procurement Construction (“EPC") projects in September 2018. It
was the first time for the Group to become a general contractor
of the EPC project tendered by the PRC government. It is expected
that such success will bring considerable revenue to the Group, and
more importantly, it will bring valuable experience to the Group
in securing more projects, including public-private partnership
projects, from the PRC government in the future.
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CHAIRLADY’S STATEMENT
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In addition to continuing to strengthen the existing business, the
Group is also actively looking for new investment opportunities,
in particular in the pan-cultural and entertainment industry,
to enhance the Group’s profitability and to maximize our
shareholders’ returns. As disclosed in the announcement of the
Company dated 16 November 2018, the Company had entered
into an agreement with Shenzhen Tianpeng Cultural Industry
Limited CRINKBXILEERHBR AT ), a company
established in the PRC with limited liability, in relation to the
possible acquisition of no less than 13 movie or television projects
to be developed by the said company (the “Proposed Acquisition”).
And the completion of the placing of new shares on 27 December
2018 under the general mandate granted by the shareholders of
the Company and the Directors pursuant to the resolutions passed
on 1 June 2018 provided funding for the Proposed Acquisition.
On 19 February 2019, Jiyi Entertainment Limited, a wholly owned
subsidiary of the Company, entered into an investment agreement
with Xinbao Culture Media Limited, Xinfeng Culture Media Limited
("Xinfeng Culture”) and Tourmaline Investment Holding Limited,
pursuant to which Jiyi Entertainment Limited agreed to purchase
510 shares, representing 51% of the issued shares of Xinfeng
Culture at an aggregate consideration of HK$54,366,000. This
investment is expected to bring new source of revenue to the Group
and diversify the Group's business.
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APPRECIATION

On behalf of the Board, | would like to take this opportunity to
thank our management and all committed staff members for their
contributions to the Group and the shareholders, valued customers,
suppliers, and other business partners for their continuous support.
Our success would not have been possible without their dedication,
contributions, efforts, time and confidence.

Yours sincerely,

Hou Wei
Chairlady

Hong Kong, 29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW
Revenue by business operations

The Group is a well-established and integrated building and home
improvement materials and furnishings supplier and interior design
and engineering services provider in the PRC. The Group is mainly
engaged in the sale and distribution of merchandise and the

provision of interior design and engineering services.

The following table sets forth the breakdown of revenue by the
Group's business segments for the Reporting Period with the
comparative figures of FY2017:

Bt %5 10 R

BEBLEHIHRA

AEBERTEARBENREEENREREM
A RREHER R ER R R TRRGHE
B AREITRESHERD HEMMEHRE
MR R T2 R -

TREINHmERHE RAEERBDHE D
BB ARA ER _—_T—tHRFEAELR
H¥:

For the year ended
31 December

BEt+t-A=t—-HLFE

2018 2017 Changes
—®-NF | —Tt#F &
RMB’000 RMB’000 %
AREFTT ABRETFT
248,186 257,193 (3.5
20,817 38,745 (46.3)
19,090 20,703 (7.8)
288,093 316,641 (9.0
641 1,571 (59.2)
310,744 97,756 217.9
311,385 99,327 213.5
599,478 415,968 441

Sale and distribution of merchandise ~ $5% &% #4578 54

— Building materials —E&M

— Home improvement materials —REREME

— Furnishings —fx1E

Provision of interior design and REEZTARTRIER
engineering services %

— Household —XEEEB

— Corporate —1¥IEH

Total #Et

O 1 O Jiyi Household International Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Total revenue of the Group increased by approximately RMB183.5
million or approximately 44.1% from approximately RMB416.0
million for FY2017 to approximately RMB599.5 million for
FY2018. Such increase was mainly driven by the growth in revenue
generated from the business of the provision of interior design
and engineering services, and was partially offset by the decrease
in sale of home improvement materials and furnishings during the
Reporting Period.

Revenue from sale of and distribution of merchandise

Revenue of the Group from sale and distribution of merchandise,
comprising: (i) sale of building materials; (ii) sale of home
improvement materials; and (iii) sale of furnishings, decreased
by approximately RMB28.5 million or approximately 9.0% from
approximately RMB316.6 million for FY2017 to approximately
RMB288.1 million for FY2018. The decrease was a combined result
of the followings:

Sale of building materials

Sale of building materials decreased by approximately RMB9.0
million or approximately 3.5% from approximately RMB257.2
million for FY2017 to approximately RMB248.2 million for FY2018.
Such decrease was mainly due to the decrease in sales of pipes and
fittings, electrical wires and cables during the Reporting Period.

EEB57m M i
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416.08 BT MO ARK183.58 8L A
AUN%EZZE—\PFHRFEHARKES9.588
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MANAGEMENT DISCUSSION AND ANALYSIS
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Sale of home improvement materials

Sale of home improvement materials decreased by approximately
RMB17.9 million or approximately 46.3% from approximately
RMB38.7 million for FY2017 to approximately RMB20.8 million for
FY2018. The decrease was mainly due to the decrease in sales order
made by our major customers during the Reporting Period.

Sale of furnishings

Sale of furnishings decreased by approximately RMB1.6 million
or approximately 7.8% from approximately RMB20.7 million
for FY2017 to approximately RMB19.1 million for FY2018. Such
decrease was mainly due to the keen market competition during
the Reporting Period.

Revenue from provision of interior design and engineering
services

Revenue from provision of interior design and engineering services
increased by approximately RMB212.1 million or approximately
213.6% from approximately RMB99.3 million for FY2017 to
approximately RMB311.4 million for FY2018. Such increase was
contributed by the increase in number and size of corporate
projects, and the increase in the scale of our construction projects
during the Reporting Period. In view of the growing number and
size of projects secured by the Group at the moment, the Group
feels confident in developing this business operation continuously
in the coming few years.

Jiyi Household International Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
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Gross profit and gross profit margin

The following table sets forth the breakdown of gross profit and
gross profit margin by the Group’s business segments for the
Reporting Period with the comparative figures of FY2017:

Sale and distribution of merchandise
- Building materials

- Home improvement materials

— Furnishings

Provision of interior design and
engineering services

Total

5 K o) s
—&M
—REREMH
—x1E

RHUHEARF K
TR

EFMREFER

BT

For the year ended 31 December

BE+t-A=t—HLFE

TREHINHEME - RANEBEEB D AE D
BERNREFNKPMA ER T —LHRFE

2018 2017

—E-N\F —ET—LF
Gross  Gross profit Gross profit
profit margin Gross profit margin
ER ERE EM EH X
RMB’000 % RMB'000 %

AR¥FT ARETFT
17,087 6.9 26,781 104
3,415 16.4 11,479 296
2,872 15.0 6,593 31.8
23,374 8.1 44,853 14.2
32,578 10.5 8,220 83
55,952 9.3 53,073 12.8
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MANAGEMENT DISCUSSION AND ANALYSIS
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As the revenue of the Group increased by approximately RMB183.5
million or approximately 44.1% from approximately RMB416.0
million for FY2017 to approximately RMB599.5 million for FY2018,
the Group's overall gross profit increased by approximately R\MB2.9
million or approximately 5.4% from approximately RMB53.1 million
for FY2017 to approximately RMB56.0 million for FY2018. The
increase in the Group's overall gross profit was mainly due to the
increase in the proportion of revenue generated from provision
of interior design and engineering services during the Reporting
Period.

The gross profit margin of provision of interior design and
engineering services increased from approximately 8.3% for
FY2017 to approximately 10.5% for the Reporting Period. With
the increasing volume of corporate projects and the expansion of
market share, the Group believes that the gross profit margin of this
business segment will continue to increase in the future.

The gross profit margin of the business of sale and distribution of
merchandise dropped from approximately 14.2% for FY2017 to
approximately 8.1% for FY2018, which was mainly due to keen
market competition among the market competitors during the
Reporting Period.

Selling expenses

The Group's selling expenses decreased by approximately RMB3.1
million or approximately 17.0% from approximately RMB18.2
million for FY2017 to approximately RMB15.1 million for the
Reporting Period. Such decrease was in line with the decrease in
revenue from the business of sale and distribution of merchandise,
and was also due to the decrease in employee benefit expenses and
depreciation of property, plant and equipment, of approximately
RMB2.0 million and RMB1.0 million respectively during the
Reporting Period.

Jiyi Household International Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses

The Group’s administrative expenses decreased by approximately
RMB1.3 million or approximately 8.7% from approximately
RMB15.0 million for FY2017 to approximately RMB13.7 million
for the Reporting Period. The decrease was mainly due to the
improvements in cost control measures adopted by the Group,
which results in a decrease in other expenses of approximately
RMB2.7 million from approximately RMB8.2 million to
approximately RMB5.5 million during the Reporting Period. The
decrease in the Group’s administrative expenses was partially offset
by the increase in share option expenses of approximately RMB0.8
million in FY2018 (FY2017: Nil).

Finance costs — net

The Group’s net finance costs increased by approximately RMB1.1
million or approximately 18.6% from approximately RMB5.9 million
for FY2017 to approximately RMB7.0 million for the Reporting
Period. The increase in the Group’s net finance costs was mainly
due to the increase in the Group’s average bank borrowings and
effective interest rates during the Reporting Period.

Profit for the year

As a result of the foregoing, the Group's profit for the year
increased by approximately RMB3.1 million or approximately
34.4% from approximately RMB9.0 million for FY2017 to
approximately RMB12.1 million for the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

As at 31 December 2018, the Group had a total cash and bank
balances of approximately RMB116.4 million (FY2017: RMB93.0
million) mainly denominated in RMB and HK$. The increase in
total cash and bank balances was mainly due to the net proceeds
received from the issuance of ordinary shares and the proceeds
received from bank borrowings of approximately RMB141.7 million
and RMB103 million during the Reporting Period.

As at 31 December 2018, the Group had net current assets of
approximately RMB415.6 million, as compared to approximately
RMB257.4 million as at 31 December 2017.

BORROWINGS AND PLEDGE OF ASSETS

As at 31 December 2018, the Group had unutilised banking
facilities for short term financing of approximately RMB20
million (FY2017: RMB108 million) and total bank borrowings of
approximately RMB103 million (FY2017: RMB88.2 million).

As at 31 December 2018, the bank borrowings of the Group were
secured by land use rights, investment properties and property,
plant and equipment of the Group at the carrying amounts of
approximately RMB2.6 million (FY2017: RMB2.8 million), RMB1.4
million (FY2017: Nil) and RMB33.4 million (FY2017: RMB42.2
million), respectively.

CAPITAL EXPENDITURE

The Group’s has no material capital expenditure during the
Reporting Period (FY2017: RMB3.3 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL RATIO

Current ratio™ 2 E L R ()

Quick ratio? REN R

Gearing ratio (%)? BB B R(%)P
Net debt to equity ratio (%)% FETRRE R (%)@
Notes:

(1)  Current ratio is calculated as total current assets divided by total current
liabilities.

(2)  Quick ratio is calculated as total current assets less inventories and divided
by total current liabilities.

(3) Gearing ratio is calculated as total debt divided by total equity and
multiplied by 100%.

(4)  Net debt to equity ratio is calculated as total borrowings net of cash and
cash equivalents and restricted cash, and divided by total equity and
multiplied by 100%.

FOREIGN EXCHANGE EXPOSURE

Most of the trading transactions were denominated in RMB,
except for certain cost of sale, which was denominated in HK$ and
RMB. The Group is exposed to foreign exchange risk with respect
mainly to HK$ which may affect the Group’s performance. The
management is aware of the possible exchange rate risk exposure
due to the continuing fluctuation of HK$ and will closely monitor
its impact on the performance of the Group to see if any hedging
policy is necessary. The Group currently does not have any foreign
currency hedging policy.
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MANAGEMENT DISCUSSION AND ANALYSIS

EE[B57m M i

RIGHTS ISSUE

On 25 April 2018, the Company proposed to raise proceeds by way
of the rights issue of 172,800,000 rights shares on the basis of two
rights shares for every five existing shares (“Rights Issue”) held by
each qualifying shareholder on the record date at the subscription
price of HK$0.60 per rights share payable in full on acceptance.
The Rights Issue was fully underwritten by Xinling Limited, the
Company's controlling shareholder.

After the completion of the Rights Issue on 24 July 2018, the
number of total issued shares of Company increased from
432,000,000 to 604,800,000. The net proceeds from the
Rights Issue, after deducting the related professional fees and
expenses, was approximately HK$101.8 million. It was planned
that approximately HK$91.6 million, representing approximately
90% of the net proceeds from the Rights Issue, would be applied
for financing the capital input for several interior design and
engineering projects under construction in the PRC and the
remaining portion of approximately HK$10.2 million, representing
approximately 10% of the net proceeds from the Rights Issue,
would be applied for general working capital for the payment
of operational expenses for the Company’s Hong Kong principal
office, such as payment of salaries and rents and general
operational expenses, etc. As at 31 December 2018, the unutilised
proceeds amounted to approximately HK$4.2 million for general
working capital purposes.

Details of the Rights Issue by the Company are set out in the
Company’s announcements dated 25 April 2018, 26 April 2018,
16 May 2018, 25 May 2018, 14 June 2018, 15 June 2018 and 23
July 2018, circular dated 25 May 2018 and Rights Issue documents
dated 28 June 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLACING OF NEW SHARES UNDER GENERAL MANDATE
AND THE USE OF PROCEEDS

On 27 December 2018, the Company completed a placing of
shares up to 86,400,000 new ordinary shares of the Company
("Placing Share”) at a placing price of HK$0.70 per Placing Share,
representing a discount of approximately 9.1% to the closing
price of HK$0.77 on the date of the placing agreement, to not
less than six placees who and whose ultimate beneficial owners
were third parties independent of the Company and its connected
persons. The net proceeds from the placing, after deducting
the related placing commission, professional fees and all related
expenses, were approximately HK$59.7 million. It was planned that
approximately HK$53.7 million, representing approximately 90%
of the net proceeds from the placing, would be used for funding the
possible acquisition of no less than 13 movie or television projects
to be developed by the said company (the “Proposed Acquisition”)
disclosed in the announcement of the Company dated 16
November 2018 and the remaining portion of approximately
HK$6.0 million, representing approximately 10% of the net
proceeds from the placing, would be used by the Company as
general working capital of the Group. As at 31 December 2018, the
unutilised proceeds amounted to approximately HK$45.1 million
and approximately HK$6.0 million, which were used for funding
investment projects and general working capital, respectively.

Details of the placing of shares by the Company are set out in the
Company’s announcements dated 10 December 2018 and 27
December 2018.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities as at 31
December 2018 (FY2017: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

EE[B57m M i

CAPITAL COMMITMENTS

The Group had no significant outstanding capital commitment as at
31 December 2018 (FY2017: Nil).

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2018, the employee headcount of the Group
was 172 (FY2017: 153) and the total staff costs, including
Directors’ remuneration, amounted to approximately RMB10.5
million for the Reporting Period (FY2017: RMB12.5 million).
The decrease in total staff cost was a combined result of: (i) the
reduction in headcount starting from the first half year of FY2018,
in particular the headcount of the store operation function, which
was to tie in with the Group's business plan to develop the business
of interior design and engineering services; (ii) the logistics and
warehousing functions of the Group has been outsourced since the
last quarter of 2017 and for the full year of the Reporting Period.

The Group offers competitive remuneration packages commensurate
with industry practice and provides various fringe benefits to
employees. The Group conducts induction training for all of its
new employees and on-going training from time to time during
their employment. The nature of training offered depends on their
specific field of operation.
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MANAGEMENT DISCUSSION AND ANALYSIS

The objective of the Group’s remuneration policy is to maintain
fair and competitive packages based on business requirements and
industry practice. In order to determine the level of remuneration
paid to its employees (including directors and senior management),
the following factors are considered:

workload, responsibility and job complexity;

o business requirements;

e individual performance and contribution to results;

e company performance and profitability;

e retention considerations and the potential of individuals;

e  corporate goals and objectives;

e market rates and changes in relevant markets, including
supply and demand fluctuations and changes in competitive

conditions; and

e general economic situation.
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MANAGEMENT DISCUSSION AND ANALYSIS

EE[B57m M i

KEY RISKS AND UNCERTAINTIES

The Group'’s financial condition, results of operations, businesses
and prospects may be affected by a number of risks and
uncertainties. The followings are the key risks and uncertainties
identified by the Group. There may be other risks and uncertainties
in addition to those shown below which are not known to the
Group or which may not be material now but could turn out to be
material in the future.

Business Risk

Future growth of the Group relies, to a certain extent, on the
successful maintenance and expansion of the Group's sales to key
customers. As a result, any loss of key customers or substantial
reduction in the amount of purchase by them could significantly
and adversely affect the business, results of operations, financial
condition and prospects of the Group. Further, the business of
the Group is currently concentrated in Meizhou of Guangdong
Province. Any adverse economic or market development in this
region or any other regions that the Group operates may materially
and adversely affect the demand for the merchandise of the Group.

Operational Risk

Most of the Group’s sale and distribution of merchandise are
derived from merchandise procured from its suppliers. Any
adverse change of the Group’s relationship, including termination
or change in requirements as imposed by the suppliers, with its
suppliers may adversely affect the business operation of the Group.
Further, the Group’s operation can also be adversely affected if
there occur any material delay in product delivery by the Group’s
suppliers.
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MANAGEMENT DISCUSSION AND ANALYSIS

Industrial Risk

The products and services offered by the Group are mainly used
for or closely related to building or home improvement purposes.
Accordingly, business, results of operations and prospects of the
Group are driven, to a considerable extent, by the growth of the real
estate market and the relevant government policies in China.

Financial Risk

The financial risk management of the Group are set out in note 4 to
the consolidated financial statements.

Manpower and Retention Risk

The competition for talents in the cities that the Group operates
leads to the risk that the Group is not being able to attract and
retain key personnel and talents with appropriate and required
skills, experience and competence which would meet the business
objectives of the Group. The Group will continue to evaluate our
remuneration system and policy from time to time and target to
provide attractive remuneration package to attract, retain and
motivate suitable candidates and personnel.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EFNRSHREEEBEFE

DIRECTORS
Executive Directors

Ms. Hou Wei (&%) , aged 49, was appointed as a Director on
2 February 2015 and was re-designated as an executive Director
on 5 June 2015. Ms. Hou is also the chairlady and chief executive
officer of the Group. She is primarily responsible for the overall
management, strategic planning, business development and
cooperation of the Group. In September 1999, Ms. Hou joined
Guangdong lJiyi Household Building Materials Chain Co., Ltd.
("Jiyi Household”) as the manager of Jiyi Household and she
was later appointed as the executive director of Jiyi Household
in May 2004, primarily responsible for the overall management,
operation, strategic planning and the supervision of the finance
and purchase department. She has about 18 years of experience
in retail chain store operation and distribution of housewares and
building materials. Prior to joining the Group, from July 1989 to
July 1999, Ms. Hou served as a teacher of Meizhou Middle School
of Meizhou (/NN A EZ2) . From October 2011 to December
2016, Ms. Hou served as a member of CPPCC Guangdong
Province Meixian Committee (BipBREWHZEZEE) . In
November 2011, she received the title of “Guangdong Province
Outstanding Entrepreneurs” (R & B F 3K ) jointly awarded
by Guangdong Entrepreneurs Council (ERP¥KIEEE) and
Guangdong Province Economists and Entrepreneurs Association
(ERAKBEERDLERBEES) . In November 2012, she
received the title of “Green Brand Advocates of Chinese Household
Building Materials” ({F Bl M K fE 4% & mIEEEE ) awarded by
China Real Estate Society (R EIFE #ZEZ2® ) and China Building
Materials Daily (FRBIZ# ¥R) . Ms. Hou received her diploma in
English from Guangdong lJiaying College ( EE 32 B2t ) in the
PRC in June 1989 and her graduate certificate in the advanced
class of business strategy (4% & 757 B = & S IE B ) from the Peking
University (16 K22 in the PRC in January 2013. Ms. Hou is the
sister of Mr. Hou Bo, a non-executive Director and the sister-in-law
of Ms. Deng Haiming, a senior management of the Group.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Liu Xianxiu (2|&55) , aged 46, was appointed as an
executive Director on 5 June 2015. He is primarily responsible for
overall internal control and internal audit affairs of the Group. He
joined the Group in July 2011 and served as an account manager
and warehouse logistics manager of Jiyi Household until February
2013, primarily responsible for accounting and auditing and
management of warehouse logistics. He was re-designated as a
deputy chief financial officer of Jiyi Household from March 2013
to June 2013, and was appointed as the chief financial officer of
Jiyi Household in July 2013, primarily responsible for the overall
management of financial affairs. He was re-designated as the chief
internal audit officer of Jiyi Household in September 2017, primarily
responsible for the overall internal control and internal audit affairs.
Prior to joining the Group, from July 1995 to November 2001, he
served as the accountant of Meizhou Gas Company Limited (!
mEBERRARA

supply of towngas in Meizhou, where he was primarily responsible

A)) , a company which is principally engaged in

for accounting. From November 2001 to November 2004, he was
the finance manager of Meizhou Yanming Lake Tourist Resorts
Company Limited (G EISAREE B ERAF]) , a company
which is principally engaged in the management of Yanming Lake
Tourist Resorts ( &S iR 22 /E f AT ) |,
accounting and finance of such company. From November 2004

primarily responsible for

to July 2011, he served as the head of finance of Meizhou New
Weima Ceramics Company Limited (i8N ¥ SHEEBGR A
A]) , a company which is principally engaged in the production of
ceramics, primarily responsible for accounting and finance of such
company. Mr. Liu received his diploma in financial management and
computer application from South China Agricultural University ( #£
FIAEZ KE) in the PRC in July 1995. He received his qualification
certificate of specialty and technology (intermediate accounting)
(BERMERZEE (PAY
the PRC in May 2002.

1)) from the Ministry of Finance of
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EFNRSHREEEBEFE

Mr. Yang Bailkang (#4HE) , aged 53, was appointed as our
executive Director on 7 November 2018. He has been the vice
president of the Company since 1 November 2017 and is primarily
responsible for overseeing the engineering services business of
the Company'’s subsidiary in the PRC. Mr. Yang served in various
positions in different government departments in Meizhou City,
Guangdong Province, PRC. He served as the deputy mayor of the
People’s Government of the Triangle Town of Meijiang District in
Meizhou City (8 T/ I[E = AE A REAT) from December
1995 to March 1999; he served as the deputy secretary of the Party
Committee (EZ F|E5C) of the People’s Government of the
Triangle Town of Meijiang District in Meizhou City (&M T #&/T[&
= AE AR from March 1999 to July 2002; he also served
as the mayor of the People’s Government of the Triangle Town of
Meijiang District in Meizhou City (#&/NTiL[R = AEARBUT)
from December 2000 to July 2002; he served as the deputy director
of the Meizhou Municipal Real Estate Administration Bureau ( #§/1l
MEEEIED) from July 2002 to June 2007; he served as deputy
director of the Meizhou Municipal Construction Bureau (&Ml
MERB) from June 2007 to February 2010; and he served as
deputy director of Meizhou Municipal Housing and Urban-Rural
Development Bureau (#§/NTH{F & F 4832 :% /F ) from February
2010 to July 2016. He obtained his diploma in political history from
Jiaying Normal College (5 FERM & H R Z242) in July 1986. He
obtained his graduation certificate in economic management from
CPC Guangdong Provincial Party School (R HEREZER)
in December 2000 and obtained his graduation certificate of the
postgraduate course for world economy and political majors from
Graduate School of Renmin University of China (F1 B A R K 24
FLAEBT ) in June 2002.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Non-executive Directors

Mr. Hou Bo ({%3§) , aged 51, was appointed as a non-executive
Director on 5 June 2015. He is primarily responsible for the risk
management and providing supervision in the business of the
Group. From September 2010 to December 2011, he has been the
supervisor of Jiyi Household and from December 2011 onwards,
was then appointed as the non-executive director of Jiyi Household,
primarily responsible for the risk management and providing
supervision in the business of Jiyi Household. Since June 2002, he
has been the managing director of Meizhou Xikang Real Estate
Investment Company Limited (#§MTEREHEREFR AR,
a company which is principally engaged in property investments,
where he is primarily responsible for the overall business
management. From October 2011 onwards, he has also served
as the managing director of Meizhou Xikang Estate Management
Company Limited (1N EEMEERBR A R]), a company
which is principally engaged in estate management, where he is
primarily responsible for the overall business management. He
received a diploma in electronics from Meizhou West Vocational
and Technical College (#8135 PR ZE B AMT 4L ) in the PRC in July
1984. Mr. Hou is the brother of Ms. Hou Wei. He was qualified as
a senior industrial construction engineer ( T 2= 4 T126M)
recognised by the Department of Personnel of Guangdong Province
(FEER%E AEEE) in March 2006, and was registered as an architect
with the Department of Housing and Urban Rural Construction of
Guangdong Province (BR & E A 452 5%E2 ) in August 2010.
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EFNRSHREEEBEFE

Mr. Lam On Tai (M % %) , aged 47, was appointed as our non-
executive Director on 5 June 2015 and subsequently resigned
from his position on 6 November 2018 due to other business
commitments. He was primarily responsible for advising on finance
and investor relationship of the Group. Mr. Lam has more than 19
years of experience in banking and securities industry, in which over
16 years of experience was accumulated in advising on corporate
finance relating to various listing and restructuring transactions. Mr.
Lam currently serves as the managing director of Red Solar Capital
Limited (2B & ABR/AF]), a company which is principally
engaged in securities services, which he is primarily responsible for
advising on corporate finance. Mr. Lam was also appointed as an
independent non-executive director of Oi Wah Pawnshop Credit
Holdings Limited (stock code: 1319), a company listed on the Main
Board of the Stock Exchange, since 1 April 2017. Mr. Lam received
his diploma in general business management from the Lingnan
College (28m EB% ) (now known as the Lingnan University (487
X&) ) in Hong Kong in November 1994, and his master's degree
in business administration from the University of Sheffield in the
United Kingdom in December 1996. He also obtained his bachelor’s
degree in law from the University of Wolverhampton in the United
Kingdom in July 1998 through a distance learning course.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ye Yihui (E&E) ,

independent non-executive Director on 6 October 2015. He has

aged 55, was appointed as an

been the independent director of Jiyi Household from July 2013
onwards, primarily responsible for providing independent view and
advice to the board of directors of Jiyi Household including the
effectiveness of the internal control system and the audit process of
Jiyi Household. Mr. Ye has over 27 years of experience in areas of
finance, audit and tax. Prior to joining the Group, Mr. Ye served in
various positions where he was primarily responsible for the overall
management of financial affairs, operation and audit management.
He worked with the Audit Bureau of Meizhou Province (#5848
/@) from 1988 to 1998, during 1995 to 1998, he served as
the supervisor, where he was primarily responsible for the audit
of finance and infrastructure projects; the deputy manager of
Zhuhai Huacheng Certified Public Accountants (ZK/8ZEH €3

B = 75 FT) from February 2001 onwards, where he was primarily
responsible for the management of financial affairs and operation;
and the manager of Meizhou Zhengde Tax Agent Office (/| 1IE
=R ISED = 15T ) from November 2010 onwards, where he was
primarily responsible for the overall management and operation.
He received his diploma in economics and industrial enterprise
management from Guangdong Radio and TV University ( &R &
FRAE) now known as the Open University of Guangdong (&
B FMAKE) in the PRC in July 1986 and his diploma in economic
management from CPC Guangdong Provincial Party Committee
Party School (R HEREZER ) in the PRC in July 2005 through
a distance learning course. He is an auditor registered with the
National Audit Office of the PRC (2 A R HFIFHEFHE ) since
November 1992 and an accountant registered with Ministry of
Finance of the PRC (HRZE A R HFEIBF EEB) since December
1992. He has been admitted as a registered certified public
accountant of Chinese Institute of Certified Public Accountants (
Bl &=t € ) since April 1996 and a registered tax agent of
Management Center of Certified Tax Agent of Guangdong Province
(BRAFMAEEAIHE ) since June 1999. He has been a member
of the Council of Management Center of Certified Tax Agent of
Guangdong Province ( B3R & MR EEMHE ) since March 2011.
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EFNRSHREEEBEFE

Mr. Ho Hin Yip ({A£7%) , aged 45, was appointed as an
independent non-executive Director on 6 October 2015. Mr. Ho has
more than 19 years of financial and auditing experience. Since April
2012, he is the financial controller and joint company secretary of
Dukang Distillers Holdings Limited (stock code: BKV), a company
listed on the Singapore Exchange Limited, where he is responsible
for the finance and accounting functions, statutory compliance
and corporate governance affairs. Mr. Ho was also appointed
as an independent non-executive director of each of China Ever
Grand Financial Leasing Group Co., Ltd (formerly known as PME
Group Limited) (stock code: 379) and Xinhua News Media Holdings
Limited (stock code: 309), both are companies listed on the Main
Board of the Stock Exchange, since December 2012 and December
2014, respectively. Mr. Ho received his bachelor’s degree in
business administration from the Chinese University of Hong Kong
in December 1997. He was admitted as a member and a fellow
member of The Association of Chartered Certified Accountants
in August 2000 and August 2005, respectively. He has also been
registered as a certified public accountant (Practising) of the Hong
Kong Institute of Certified Public Accountants since February 2005.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Hou Lianchang (R 8) ,
independent non-executive Director on 6 October 2015. He has

aged 51, was appointed as an

over 17 years of experience in legal work focusing on corporate
finance practice. Since April 2000, Mr. Hou has been a lawyer
with Jing Tian Law Office of Guangdong (/&R A& X 6 =75
FfT) , specializing in areas such as foreign investment, mergers
and acquisitions, venture capital financing, asset and shareholding
restructuring, and initial public offerings in overseas markets. He
is also well versed in corporate structure and governance matters.
From March 2012 onwards, he serves as a board member of
Shenzhen Association of Trade in Services CHRYITT RS & 5 13
@I E) . Mr. Hou received his bachelor’s degree in international
law and his graduate certificate in the professional graduate
course of economic law (£ E/AZE T & RZEEI) from
Wuhan University (2 X2 ) in the PRC, in December 1989 and
December 2003, respectively. He is a lawyer registered with the
Ministry of Justice of the PRC (FREE AR LA E 71)5EB) since
September 1995.

Mr. Hou was a director of New Heng Ye Investment Development
Limited (CFTEXIREZERBRAF]),

incorporated in Hong Kong with a principal business of investment

a limited liability company

holding and dissolved by deregistration by the Registrar of
Companies in Hong Kong as a defunct company pursuant to
section 291 of the Predecessor Companies Ordinance. The
aforesaid company was inactive prior to its dissolution and was
dissolved in 2009.
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EFNRSHREEEBEFE

SENIOR MANAGEMENT

Mr. Leung Wai Hong (R {&EE) , aged 36, was appointed as our
chief financial officer and company secretary of the Company on
26 May 2015 and subsequently resigned from his positions on
19 February 2019. He was primarily responsible for the financial
and audit management, budgeting, administration and company
secretarial matters of the Group. From the period of January 2014
to February 2015 and August 2014 to May 2015, he served as the
financial manager and company secretary of Zhuoxin International
Holdings Limited (formerly known as Gold Tat Group International
Limited) (stock code: 8266), a company listed on the Growth
Enterprise Market (now known as GEM) of the Stock Exchange,
respectively, where he was primarily responsible for the finance
and accounting functions, statutory compliance and corporate
governance affairs. Mr. Leung has more than 11 years of financial
and auditing experience. Prior to joining the Group, from October
2011 to January 2014, he served as a manager of BDO Limited
(BB EEEETMMEMAT), an accounting firm, where he
was primarily responsible for accounting and auditing work. Mr.
Leung received his bachelor’s degree in business administration in
accountancy from the City University of Hong Kong in November
2006. He has been admitted as a member of the Hong Kong
Institute of Certified Public Accountants since January 2010.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Lo Wai Siu (ZEfZ) , aged 31, was appointed as our
chief financial officer and company secretary of the Company
on 19 February 2019. He is responsible for the financial and
audit management, corporate finance, investment management,
investor relations, administration and company secretarial matters
of the Group. Mr. Lo holds a bachelor’s degree in business
administration in accountancy and management information
systems from the City University of Hong Kong and is a member
of the Hong Kong Institute of Certified Public Accountants. Mr. Lo
has extensive experience and knowledge in the areas of financial
markets, corporate and management accounting, investment
management and auditing. Prior to joining the Group, he worked
in the audit and assurance department of PricewaterhouseCoopers
Hong Kong, and later he served key managerial roles in the regional
finance department (Asia Pacific region) of two multinational asset
management companies. He also served as vice president of the
investment management department of a financial group before
joining the Company.

Mr. Ling Yongshan (3% B L), aged 47, was appointed as the
executive vice president of the Group on 1 January 1999, primarily
responsible for managing human resources, warehousing logistics
and information technology of the Group. Since January 1999,
he has been the deputy general manager of Jiyi Household and
is primarily responsible for its overall management, including
human resources management, sales and marketing, warehouse
logistics and customer services. Since 9 January 2015, Mr. Ling has
been a director of Meizhou Jisheng Household Building Materials
Company Limited, an indirect wholly owned subsidiary of the
Company. Mr. Ling received his graduate certificate in the advanced
class of innovative entrepreneur ((t ¥ X B X A1 = RS IE)
from the School of Continuing Education, Tsinghua University (/&
HAREBEEHEZM) in the PRC in August 2012.
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EFNRSHREEEBEFE

Ms. Deng Haiming (&8&18) , aged 62, was appointed as the
chief purchasing officer of the Group on 1 February 2012 and was
re-designated as the vice president of the Group in June 2016.
She is primarily responsible for managing and coordinating the
procurement of raw materials and equipments of the Group. From
October 1998 to January 2012, she served as the general manager
of various branches of Jiyi Household and was primarily responsible
for its overall operation and management. From February 2012
onwards, Ms. Deng serves as the chief purchasing officer of
Jiyi Household and is primarily responsible for supervising the
procurement of building materials and the selection of suppliers.
Since 6 April 2015, Ms. Deng has been a director of Jiyi Household.
She has nearly 14 years of experience in procurement and trading
of building materials. Prior to joining the Group, Ms. Deng served
as the labour statistics officer of Dongfeng Enterprise Group of
Guangdong Meizhou Province (EEREMERBEERE) from
October 1979 to May 1998, where she was primarily responsible
for personnel administration. Ms. Deng received her diploma in
Financial Accounting from Guangdong Radio and TV University
(EREREEIEKXZ) (currently known as the Open University of
Guangdong (EERFAE) in the PRC in July 1991. Ms. Deng is
the sister-in-law of Ms. Hou Wei.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Shu Peng (&8 ) , aged 39, was appointed as the chief sales
officer of the Group on 1 January 2014, primarily responsible for
the marketing and sales management of the Group. He joined
the Group in October 1999 and served as an accountant of Jiyi
Household until June 2001, primarily responsible for financial
accounting. From July 2001 to September 2004, he was re-
designated as a purchasing manager of Jiyi Household, where
he was primarily responsible for managing and coordinating the
procurement of the Group. Mr. Shu then served in various positions
where he was primarily responsible for the marketing and sales
management. He was the sales manager of Jiyi Household from
October 2004 to October 2009, the ceramic sales manager of
the flagship mall under Jiyi Household from November 2009 to
December 2012, and the general manager of the flagship mall
under Jiyi Household from January 2013 to December 2013. From
January 2014 onwards, he has been the chief marketing officer
of Jiyi Household, primarily responsible for strategic planning and
marketing of the Group. Mr. Shu has been a director of Shanghang
County Jiyi Household Building Materials Company Limited, an
indirect wholly owned subsidiary of the Company, since November
2011. Mr. Shu received his diploma in Electric Accounting from
Hunan Technology College of Electrical Engineering (GiF54&
HE TR FFMTER) in the PRC in July 1999, and a diploma in
accounting from the Open University of China (FF R EEEE KX
£ in the PRC in July 2006.
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REPORT OF THE DIRECTORS
EFEHRS

The Board are pleased to present their report and the audited
financial statements of the Group for the year ended 31 December
2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are set out in note 17 to the
consolidated financial statements.

BUSINESS REVIEW AND PERFORMANCE

A review of the business of the Group and a discussion and analysis
of the Group’s performance during the year under review and a
discussion on the Group's future business development and outlook
of the Company's business, possible risks and uncertainties that the
Group may be facing and important events affecting the Company
occurred during the year ended 31 December 2018 are provided in
the sections headed “Chairlady’s Statement” and “Management
Discussion and Analysis” on pages 5 to 9 and pages 10 to 23 of
this annual report. An account of the Company’s relationships
with its key stakeholders is included in the paragraph headed
“Relationships with Employees, Suppliers and Customers” of the
report of the Directors on page 47 of this annual report.

An analysis of the Group’s performance during the year ended 31
December 2018 using financial performance indicators is provided
in the section headed “Management Discussion and Analysis” on
pages 10 to 23 of this annual report.

In addition, more details regarding the Group’s performance by
reference to environmental and social-related key performance
indicators and policies, as well as compliance with relevant laws
and regulations which have a significant impact on the Company
are provided in the section headed “Environmental, Social and
Governance Report” of the on pages 79 to 91 of this annual report.

Jiyi Household International Holdings Limited
Annual Report 2018

036

ESEMARIERERAEERE—F—N
Ft_A=t—HLFENKERMBHREK -

FEXRK

ARBIZEBREBREEEBR -HTEMBER
B2 ABENERE M B RRME17

EBEDERRE

7R 55 B 5 75 [o] fiR N A 55 [ X [B] B 4 T2 R 3R 0 A
WM ARBAEERREBER AR
BIEFE AT R AL B A] gEm bR HY A] BE R I
TREEAZRREBE_T—\F+_A=+—
BIEFERENFERARRNERNEHN R
FERAFRFSEZIAN [EFHREE] RF10E
23EM [BEENmENT] S8 - AABHE
TERNENREFBEERNAFRFITANE
FeREnE2EES HEAREFPNBE] —

Bre

AEEBE_T—/\F+_A=1+—BLFE
HIRBED IR B RBIERRNAF R
F10E23AM [BERETREIN] —F-

5N B2 ERE Mt @ HERRRIRET R
BERAREARRBEEAZENBEERER
ZETBERMEZAEERRNEZFHITHR
ARERFIIENEW [RE -HEMNERHRE]
—ffie



RESULTS AND APPROPRIATIONS

The results of the Group for the Reporting Period are set out in
the consolidated income statement and consolidated statement of
comprehensive income on page 100 and page 101 of this report.

The Directors do not recommend the payment of a dividend and
there is no arrangement that a shareholder has waived or agreed to
waive any dividend.

RESERVES

Details of movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity and note 29(a) to the consolidated financial
statements.

DISTRIBUTION RESERVES

Distributable reserves of the Company at 31 December 2018,
calculated under the Companies Law of the Cayman Islands
amounted to approximately RMB431.6 million.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment of the

Group during the Reporting Period are set out in note 14 to the
consolidated financial statements.
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REPORT OF THE DIRECTORS
EFEHRS

DIVIDEND POLICY

The Company has adopted a dividend policy on 31 December
2018 (the "Dividend Policy”), pursuant to which the Company
may declare and distribute dividends to the shareholders of the
Company to allow shareholders to share the Company’s profit and
for the Company to retain adequate reserves for future growth.

Under the Dividend Policy, provided the Group is profitable
and without affecting the normal operations of the Group, the
Company may consider to declare and pay dividends to the
shareholders of the Company. In deciding whether to propose a
dividend and in determining the dividend amount, the Board shall
take into account, among others, the operating results, cash flow,
financial condition, capital requirements of the Group, the interests
of the shareholders and any other factors that the Board may
consider appropriate. Declaration of the dividend by the Company
is also subject to the Companies Laws of the Cayman Islands, the
Articles of Association of the Company and any applicable laws,
rules and regulations.

The Dividend Policy will continue to be reviewed from time to time
and there can be no assurance that a dividend will be proposed or
declared in any specific periods.

SHARE CAPITAL

Details of movements in share capital of the Company during the
Reporting Period are set out in note 22 to the consolidated financial
statements.
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BORROWINGS

Details of the Group’s borrowings as at 31 December 2018 are set
out in note 25 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association and there is no restriction against such
rights under the laws of the Cayman Islands, which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2018.

DIRECTORS

The Directors during the Reporting Period and up to the date of this
report were:

Executive Directors

Ms. Hou Wei (Chairladly)
Mr. Liu Xianxiu
Mr. Yang Baikang
(appointed on 7 November 2018)

Non-executive Directors

Mr. Hou Bo
Mr. Lam On Tai (resigned on 6 November 2018)
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Independent non-executive Directors

Mr. Ye Yihui
Mr. Ho Hin Yip
Mr. Hou Lianchang

In accordance with articles 108(a) and 112 of the Company'’s
articles of association, Mr. Liu Xianxiu, Mr. Yang Baikang and Mr. Ho
Hin Yip will retire and, being eligible, will offer themselves for re-
election at the forthcoming annual general meeting.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to rule 3.13 of the Listing Rules. The Company considered
all of the independent non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable within one year without
payment of compensation, other than statutory compensation.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

None of the Directors had engaged in or were interested in any
business which competed or was likely to compete, either directly
or indirectly, with the business of the Group during the Reporting
Period.
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save for disclosed elsewhere in this annual report, no transaction,
arrangement or contract of significance to which the Company, or
any of its subsidiaries was a party, and in which a Director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

NON-COMPETITION UNDERTAKING

The controlling shareholders of the Company entered into a deed
of non-competition in favour of the Company dated 6 October
2015 (“"Deed of Non-competition”) as set out in the paragraph
headed “Relationship with Controlling Shareholders” in the
Prospectus, pursuant to which the controlling shareholders of the
Company have undertaken to the Company that she/it will not,
and will procure her/its close associates (other than members of
the Group) not to directly or indirectly be involved in or undertake
any business (other than our business) that directly or indirectly
competes, or may compete, with our business or undertaking, or
hold shares or interest in any companies or business that compete
directly or indirectly with the business engaged by the Group from
time to time. The controlling shareholders have provided an annual
declaration and confirmed their compliance of all the undertakings
provided under the Deed of Non-competition. There are no matters
which required to be deliberated by the independent non-executive
Directors in relation to the compliance and enforcement of the
Deed of Non-competition and it is considered that the terms of the
Deed of Non-competition have been complied by the controlling
shareholders.
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CHANGE IN INFORMATION OF DIRECTOR EEER 2T

The changes in the information of Directors, which are required to 1R F W BIE13.51BMIEEFTHEZEEE
be disclosed pursuant to rule 13.51B(1) of the Listing Rules, are as £ B a0 T Ffi/K :

follow:

Name of Director Change

EEns 25

Mr. Yang Baikang Appointed as the executive Director of the Company on 7 November

Executive Director 2018, primarily responsible for overseeing the engineering services

BREEE business of the Company’s Subsidiary in the PRC.

HITEF RZB-NE+-A+LBREZERAARIZHNTES FEHEAET
BEEARAIMBAR c TERBEER-

Mr. Lam On Tai Resigned on 6 November 2018

Non-executive Director RZE—NF+—ARBEE

MR F 4

HHITEE

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR BEERESHREEERBRE
MANAGEMENT

The biographical details of Directors and senior management of AEEEZRSREEEREEHNAREF24
the Group are set out in the “Biographical Details of Directors and ZE35H [EEL SR EIEERE| —-
Senior Management” section on pages 24 to 35 of this report.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES OF THE COMPANY

As at 31 December 2018, the interests and short positions of HRZ=
each director and chief executive of the Company in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong, the “SFO")), which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and
8 of the SFO; as recorded in the register required to be kept by
the Company pursuant to section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers

REPORT OF THE DIRECTORS
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(the “Model Code") as set out in Appendix 10 to the Listing Rules,

were as follows:

Long positions in the shares and underlying shares of the

Company

Name of Director

E=nS

Ms. Hou Wei (“Ms. Hou") (Note 2)
EEZt ([fEEL]) (Hit2)

Mr. Hou Bo (“Mr. Hou") (Note 3)
EREE (TEEE]) (H7E3)

Mr. Liu Xianxiu (Note 4)
RBF L (Kat4)

Mr. Yang Bai Kang (Note 4)
BHAEEE (H1iF4)

Mr. Ye Yihui (Note 4)
EEBEAE (HiF4)

Mr. Ho Hin Yip (Note 4)
IPTZE S A (M 7E4)

Mr. Hou Lianchang (Note 4)
&EEE oA (HFE4)

Nature of interest

EEME

Interest in a controlled corporation
S EE

Beneficial owner (Note 4)
E=EB A (Kit4)

Interest in a controlled corporation
S A B

Beneficial owner (Note 4)
BB A (Kit4)

Beneficial owner

EmBEAA

Beneficial owner

EmBAA

Beneficial owner

E=EA A

Beneficial owner

BEm#EE A

Beneficial owner

EnEAA

REQTRGREBRG 2HFA

EERBETHRAEREAQARE REEB
IR 2 2 R K

—NF+ZA=1t—B ARFEREFER
RETBABRARRHEERBEEER (F
ERBBEVFENEEZ MR EGRD ([EF
KERE RG] ) EXVER) R {0 - 1HBA R D K&
BETHRBRERZMAEGREIETR8D ##E
EAMERRP R e s SOR R AR
1538 5 KRB 15 ) 352K A 8 SR 1K P48
B am MoRE iR E Em R B MR+
PRI LM BT AEZETESF R INRESTR
(MEESTA)) BRE AR MR ey as M

KR

Approximate

percentage

Number of of the issued
shares share capital
HEBTRAE

gy 4= BMABEDL
(Note 1)

(Bfat1)

355,492,363 51.43%
355,492,363 51.43%
300,000 0.04%
5,562,000 0.80%
5,562,000 0.80%
300,000 0.04%
300,000 0.04%
300,000 0.04%
300,000 0.04%
300,000 0.04%
300,000 0.04%

E-REERERARAA
T/ FFER
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Notes:

1. The percentage figures were calculated based on 691,200,000 ordinary
shares (“Shares”) of the Company having a par value of HK$0.1 each in
issue as of 31 December 2018.

2. Ms. Hou was beneficially interested in 100% of the issued share capital
of Xinling Limited (“Xinling”). Xining was the registered holder of
355,492,363 Shares. Under Part XV of the SFO, Ms. Hou was therefore
deemed to have interests in 355,492,363 Shares in which Xinling was
interested.

3. Mr. Hou was beneficially interested in 100% of the issued share capital
of Jiesi Global Investments Limited (“Jiesi Global”). Jiesi Global was the
registered holder of 5,562,000 Shares. Under Part XV of the SFO, Mr. Hou
was therefore deemed to have interests in 5,562,000 Shares in which Jiesi
Global was interested.

4. Asat 2 November 2018, the Company granted Share Options of 300,000
to each of the members in the Board. For details of the exercise period and
vesting period of the Share Options, please refer to the paragraph headed
"“Share Option Scheme” in this section on page 48 of this annual report.

Save as disclosed above, as at 31 December 2018, none of
the Directors and chief executive of the Company had or was
deemed to have any interests or short positions in any Shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO), which
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of the SFO or which
were required to be kept pursuant to section 352 of the SFO or
which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN THE SHARES, DEBENTURES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2018, the following person (other than the
Directors or chief executive of the Company) had interests or short
positions in the Shares or underlying shares of the Company which
would be required to be disclosed to the Company under the
provisions of Divisions 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:

Aggregate long positions in the Shares and underlying
shares of the Company

Name of Shareholder Nature of interest

BRREEHAR EEME

Xinling (Note 2) Beneficial owner

fRE (K13E2) E=nEAA

Brainy Economist Investment Ltd. (Note 3) Beneficial owner

BREEBRRATR (ME3) EmEAA

Liaw Lin Hsiang (“Mr. Liaw") (Note 3) Interest in a controlled
corporation

BEwE ([BiEl) (#i3) X EE R

Yiju Holdings Limited ("Yiju Holdings") Beneficial owner
(Note 4)

TR AR A E ([REER]) BEHEAA
(Hit4)
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FERRREAQXARDG EEIZREBER
Bz ERERKXE
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MR G P B IRIBE S KB G FEXV
22 K37 FAG BRI R B 3 B8 00 4 2 oA
B HERBERARRREESRAEKIE
3RBETFTEZELCMZERIAR

REQXTARG REBRAD 258 B

Approximate
percentage of

Number of the issued
shares share capital
HEBRITRE

BB E BHABE DL
(Note 1)

(HtaE1)

355,492,363 51.43%
355,492,363 51.43%
69,100,000 9.99%
69,100,000 9.99%
69,100,000 9.99%
69,100,000 9.99%
56,263,000 8.14%
56,263,000 8.14%
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EFERSE

Name of Shareholder Nature of interest

BRERERE HEA EEME

Mr. Liu Shui (“Mr. Liu") (Note 4) Interest in a controlled
corporation

BKkseE ([R5 %E]) (Hat4) IESEEER

Lucky Union Int'l Co., Ltd. ("Lucky Union”)  Beneficial owner
(Note 5)

Lucky Union Int'l Co., Ltd. EmEAA
(TLucky Union]) (K#7#5)

Mr. Lin Kuan Ming (“Mr. Lin") (Note 5) Interest in a controlled
corporation

MIRER e ([MSEED) (HaE5) REHEEE RS
Ms. Lin Ling Yu (“Ms. Lin") (Note 5) Interest in a controlled
corporation
Mt ([ME&t]) (BaE5) REHEEE RS
Interest of spouse
B
Notes:

1. The percentage figures were calculated based on 691,200,000 Shares
with a par value of HK$0.1 each in issue as of 31 December 2018.

2. Xining was the registered holder of 355,492,363 Shares.

3. Mr. Liaw was beneficially interested in 100% of the issued share capital
of Brainy Economist Investment Ltd. Brainy Economist Investment Ltd was
the registered holder of 69,100,000 shares. Under Part XV of the SFO,
Mr. Liaw was therefore deemed to have interests in 69,100,000 Shares in
which Brainy Economist Investment Ltd was interested.
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Number of
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R E

56,263,000

56,263,000

27,925,000

27,925,000

37,186,000
37,186,000
27,925,000
27,925,000

9,261,000
9,261,000

Hia

3.

Approximate
percentage of
the issued
share capital
HERITRAE
BHABRs
(Note 1)
(Htet1)

8.14%
8.14%
4.04%

4.04%

5.38%
5.38%
4.04%
4.04%

1.34%
1.34%
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4. Mr. Liu was beneficially interested in 100% of the issued share capital
of Yiju Holdings. Yiju Holdings was the registered holder of 56,263,000
Shares. Under Part XV of the SFO, Mr. Liu was therefore deemed to have
interests in 56,263,000 Shares in which Yiju Holdings was interested.

5. Mr. Lin is deemed to be interested in a total of 37,186,000 Shares, which
were held as to 9,261,000 Shares by Corporate Image Limited and
27,925,000 Shares by Lucky Union. On the other hand, Ms. Lin is deemed
to be interested in a total of 37,186,000 Shares, which were held as to
27,925,000 Shares by Lucky Union and of which 9,261,000 Shares Mr.
Lin is interested in. By virtue of the SFO, as Mr. Lin beneficially owns the
entire issued share capital of Corporate Image Limited, he is deemed to
be interested in 9,261,000 Shares held by Corporate Image Limited and
Ms. Lin, as his spouse, is also deemed to be interested in these 9,261,000
Shares. Further, Mr. Lin, Ms. Lin, Ms. Lin Hsin Hui and Ms. Lin Chia Hui, the
daughters of Mr. Lin and Ms. Lin, own 30%, 50%, 10% and 10% of the
issued share capital of Lucky Union, respectively. By virtue of the SFO, both
Mr. Lin and Ms. Lin are deemed to be interested in 27,925,000 Shares held
by Lucky Union.
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MREEER -

Save as disclosed above, as at 31 December 2018, the Company BR EXFTIEEEN RZTE—N\F+-_A=1+—
had not been notified of any other persons (other than the Directors B + N2 &)l & & ME A H b A £+ (AR A
or chief executive of the Company) who had interests or short EZEsS&STHRABBIN RARQE K548
positions in the Shares or underlying shares of the Company which ~ BAR% 1D o # B B I5 75 5 M Hi E 1K FI EXVEB 2
would be required to be disclosed to the Company under the — &37% EEXBRAR RIFEEAERSAR K
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were B s2 8 AN A B R 18 35 55 & HA & 1§ 6 5533615
recorded in the register required to be kept by the Company under ZBFE &z &l Z2@EF AR -

section 336 of the SFO.
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SHARE OPTION SCHEME

Pursuant to the share option scheme adopted on 6 October 2015
("Share Option Scheme”), the Company may grant share options
to any directors, employees, advisers, consultants, suppliers,
customers and distributors who in the sole discretion of the Board,
will contribute or have contributed to the growth and development
of the Group so as to provide incentives or rewards for their
contribution to the success of the Group’s operation. As at 2
November 2018, the Company granted share options to subscribe
for a total of 36,000,000 ordinary shares of HK$0.10 each in the
Share Capital of the Company under the Share Option Scheme to
certain eligible participants. Details of the grant of share options are
disclosed in the announcement of the Company dated 2 November
2018.

Summary of the terms of the Share Option Scheme is as follows:
(a) Purposes

The purposes of the Share Option Scheme are to enable
the Group to grant options to the eligible participants to: (i)
motivate them to optimise their performance efficiently for
the benefit of the Group; and (i) attract and retain or maintain
on-going business relationship with the eligible participants
whose contributions are or will be beneficial to the long-term
growth of the Group.

(b) Eligible Participants

Any employees (whether full time or part time), directors
(including executive, non-executive and independent non-
executive directors), advisers, consultants, suppliers, customers
and distributors of the Group (“Eligible Participants”) who,
in the sole opinion of the Board, will contribute or have
contributed to the growth and development of the Group.
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(o)

(d)

Maximum number of Shares available for issue

The maximum number of Shares which may be allotted and
issued upon the exercise of all outstanding options granted
and yet to be exercised under the Share Option Scheme and
any other share option schemes of the Company must not,
in aggregate, exceed 30% of the total number of Shares in
issue from time to time. The total number of Shares in respect
of which options may be granted under the Share Option
Scheme and any other share option schemes of the Company
shall not exceed 10% of the total number of Shares in issue as
at the date of listing of the Shares, being 36,000,000 Shares,
unless the Company obtains the approval of the shareholders
in general meeting for refreshment.

Maximum entitlement of each Eligible Participant

The total number of Shares issued and to be issued upon
exercise of options (whether exercised or outstanding) granted
in any 12-month period to:

() each Eligible Participant must not exceed 1.0% of the
total number of Shares in issue; and

(i) a substantial shareholder of the Company or an
independent non-executive director must not exceed
0.1% of the total number of Shares in issue and not
exceed HK$5.0 million in aggregate value.

(c)

(d)
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(e)

(f)

(9)

(h)

050

Period within which the Shares must be taken up under
an option

An option must be exercised within 10 years from the date on
which it is granted or such shorter period as the Board may
specify at the time of grant.

Minimum period, if any, for which an option must be
held

No minimum period for which the option has to be held before
it can be exercised is specified in the Share Option Scheme.

Period open for acceptable of an option and amount
payable upon acceptance

An offer of grant of an option may be accepted by an Eligible
Participant within 21 days from the date of the offer of grant
of the option. A consideration of HK$1.00 is payable on
acceptance of the offer of grant of an option.

Basis of determining the subscription price of an option

The exercise price must be at least the highest of: (i) the
closing price of the Shares as stated in the Stock Exchange's
daily quotation sheet on the date of grant; (i) the average
closing prices of the Shares as stated in the Stock Exchange's
daily quotation sheets for the five trading days immediately
preceding the date of grant; and (iii) the nominal value of a
Share.
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(i) Validity of the Share Option Scheme

The Share Option Scheme has a life of 10 years and will expire
on 5 October 2025 unless otherwise terminated in accordance
with the terms of the Share Option Scheme.
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On 2 November 2018, the Company granted a total of NZE—N\F+—HAZB  ARAREBER

36,000,000 share options (the “Share Options”) under the

%ﬁ%ﬁxm & #£36,000 oooﬂxﬁﬁﬂxﬁé (88

Share Option Scheme to subscribe for a total of 36,000,000 Ax#E]) - LASREE AN A R4 $£36,000,0008%
ordinary shares of the Company. The details of such grant of TLmAR ﬁ % E%Hx%&‘ﬁz.#\ﬁ%ﬁlwﬂ—r :

the Share Options are set out as follows:

Total number of
Share Options granted
CRHBREAS

Exercise price of
the Share Options granted
ERHBRENTEE

Exercise period and vesting period of
the Share Options
BREZTEHRERY

36,000,000
36,000,00017

HK$0.704 per share, as stated in the daily quotations sheet

issued by the Stock Exchange, the closing price of the date of

grant and the date immediately before the grant were HK$0.69.
BRARMHO0.7048 T MBI ABEMN T AREBRME 1
R BHAREZER LA B AT ER.EIB T -

(a)

approximately 1/3 of the Share Options offered, i.e. Share
Options to subscribe for 1,833,334 Shares, shall become
vested in the 7th month of the date of this offer letter (the
“1st Vesting Date”) and shall be exercisable at any time
during the period commencing on the 1st Vesting Date
and ending on the day immediately preceding the 1st
anniversary of the 1st Vesting Date (both dates inclusive);

RAOBREZH =202 — (BIREE1,833,334 i 1 EE
Bt ) R ARZL kit B ERRE7EA ([HEFBEE])
BE UTHReESER RGN EESESEER
ZEVBFAMEBRARL (BEEEMB)BREANZ A
MR F17E
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(b)

approximately 1/3 of the Share Options offered, i.e. Share
Options to subscribe for 1,833,333 Shares, shall become
vested in the 19th month of the date of this offer letter
(the “2nd Vesting Date"”) and shall be exercisable at any
time during the period commencing on the 2nd Vesting
Date and ending on the day immediately preceding the 1st
anniversary of the 2nd Vesting Date (both dates inclusive);
and

REBRE =22 — (BIRE1,833,3330 Ak fn HI 8
PRHE) B AZH MM BEHEE19EA ([H2EEEA
H))BRE  WHNE2EEE R BRRE RN EEF2EE
BREBMzFUEFRIZEEAL (BEEEMA)BRRNZ
EAIRER] T &

approximately 1/3 of the Share Options offered, i.e. Share
Options to subscribe for 1,833,333 Shares, shall become
vested in the 31st month of the date of this offer letter
(the “3rd Vesting Date”) and shall be exercisable at any
time during the period commencing on the 3rd Vesting
Date and ending on the day immediately preceding the 1st
anniversary of the 3rd Vesting Date (both dates inclusive)
RABREZ =22 — (BIREE1,833,333 M 1 E
BIE)SRANEZL R AHEE3ER ([F3EHFEA
BB WHNEIERE B RGN BEEE3ER
BREZZ1RFAERRL (BEEEMR)HEAZ
EARI 5 I AT T 17132



Out of the 36,000,000 Share Options granted, 2,700,000
Share Options were granted to the Directors or substantial
shareholders of the company, or any of their respective
associates (as defined in the Listing Rules), details of which are
as follows:
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R E & 236,000,00017 BE A & &
2,700,000 BB EE R T ARG ZEEK
FTERRIABESBCAMBEA(EE
RETHA) - EFBEOT:

Number of

Name of grantee Position(s) held with the Company options granted

ERAME RAEQFEEZBAMA BREHE

Ms. Hou Wei Chairlady of the Board, executive Director and substantial 300,000
shareholder of the Company

(¢ EESIF ARAMTEERFERR

Mr. Liu Xianxiu Executive Director of the Company 300,000

BEREE RRARMITES

Mr. Yang Baikang Executive Director of the Company 300,000
(appointed on 7 November 2018)

BIHER 4 RRATTESE (RZE-N\F+—AtBEZE)

Mr. Hou Bo Non-executive Director and the brother of the chairlady of the 300,000
Board and substantial shareholder of the Company

B S RARBERITES TARAEEGIFERFERIZ AR

Mr. Lam On Tai Non-executive Director of the Company (resigned on 6 300,000
November 2018)

MR F 4 RRARFEHTES (R N\F+—HARBET)

Mr. Ye Yihui Independent non-executive Director of the Company 300,000

EEBAE RARVEIEHNITES

Mr. Hou Lianchang Independent non-executive Director of the Company 300,000

wHEE R4 RATVEILIEMITES

Mr. Ho Hin Yip Independent non-executive Director of the Company 300,000

(GEE -2 RATBYIERTES

Ms. Deng Haiming Sister-in-law of the chairlady of the Board and substantial 300,000

WLt

shareholder of the Company

ARBEZEGTFERNTERRZ W
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The following table disclose details of the Company's

TREBEHESAEMBEERAEZARRIEKR

share options held by Directors and other employees and #UARZEHEREREBEEZE_Z—/\F+=A
movements in such holding during the year ended 31 =+—HItFEZ&8hF15:
December 2018:
Outstanding Outstanding
and and
exercisable exercisable
at the beginning As at at the end of
of the year 2 November 2018 Exercised Cancelled Lapsed the year
REDER  RZB-NF RERER
Date of grant REAH TRRATE +-B=H EEKid [EE:d: BAN TRRATHE
Granted to Directors HEZRT
2 November 2018 RZE-N\F
+—A=H - 2,700,000 - - = 2,700,000
Granted to employees F{EERF
2 November 2018 RZZ-N\F
+—HR=H - 33,300,000 - - = 33,300,000
Total #st - 36,000,000 - - - 36,000,000

The fair values of the Share Options granted under the Share
Option Scheme were determined and measured using the
Binomial Model on 2 November 2018. The significant inputs
into the model were the exercise price shown above, risk-
free interest rates of 2.02% to 2.25%, volatility of 43.4%
to 46.1% and dividend yield of 0%. As any changes in
the subjective input assumptions can materially affect the
fair value estimates, the valuation models for the Share
Options granted do not necessarily provide a reliable single
measure of the fair value of the Share Options. The related
accounting policy for the fair value of the Share Options
granted is disclosed at note 2.23 to the consolidated financial
statements.

The variables and assumptions used in computing the fair
value of the Share Options are based on the Directors’ best
estimate. The value of an option varies with different variables
of certain subjective assumptions.
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For details of the Share Option Scheme, please refer to the
paragraph headed “Statutory and General Information — D. Other
Information — 1. Share Option Scheme”
prospectus dated 27 October 2015.

in Appendix IV to the

ARRANGEMENT TO PURCHASES SHARES OR
DEBENTURES

At no time during the year ended 31 December 2018 and up to the
date of this report was the Company or any of its subsidiaries or a
party to any arrangement 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.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the Reporting Period.

MAJOR SUPPLIERS AND CUSTOMERS

During the Reporting Period, the Group's five largest customers in
aggregate accounted for approximately 39.1% of the Group's total
turnover. The largest customer accounted for approximately 14.2%
of the Group’s total turnover.

During the Reporting Period, the Group's five largest suppliers in
aggregate accounted for approximately 54.5% of the Group's total
purchases. The largest supplier accounted for approximately 23.2%
of the Group's total purchases.

To the best of the knowledge of the Directors, none of the Directors,
their respective associates or any shareholder (which to the
knowledge of the Directors owns more than 5% of the Company’s
share capital) had an interest in these major suppliers or customers.
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RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

The Group understands that employees are valuable assets. The
Group provides competitive remuneration package to attract
and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.

The Group's business is built on a customer-oriented culture, and
are focused on establishing relationships with customers. The
Group also understands that it is important to maintain good
relationship with its suppliers and customers to fulfil its immediate
and long-term goals. To maintain its market competitiveness within
the industry, the Group aims at delivering constantly high standards
of quality in the service to its customers. During the Reporting
Period, there was no material and significant dispute between the
Group and its suppliers and/or customers.

CONTINUING CONNECTED TRANSACTIONS

During the Reporting Period, the Group had continuing connected
transactions with certain connected persons, details of which have
been disclosed in the Prospectus. Certain continuing connected
transactions are exempt from one or more of the reporting,
announcement, shareholders’ approval and annual review
requirements for the purpose of Chapter 14A of the Listing Rules.

The following are the continuing connected transactions of
the Group that are subject to the reporting and annual review
requirements but otherwise exempt from the shareholders’
approval requirement pursuant to Chapter 14A of the Listing Rules:
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Supply of merchandise by Jiyi Household to Meizhou Xikang
Construction Company Limited (“Meizhou Xikang")

On 6 October 2015, Jiyi Household entered into a master supply
agreement (the “Previous Master Agreement”) with Meizhou
Xikang, pursuant to which our Company agreed to supply
merchandise including building materials, home improvement
materials and furnishings to Meizhou Xikang, for a term of three
years commenced from 1 January 2015 to 31 December 2017.
The prices for the merchandise to be supplied by the Group under
the Previous Master Supply Agreement will be determined with
reference to a number of factors, including cost of purchase,
product’s attributes, customers’ spending behavior and preference,
local consumption power, product’s brand as well as retail prices
suggested by our suppliers, where applicable. The Group will supply
the merchandise to Meizhou Xikang if the price of the products
offered to Meizhou Xikang is comparable to or no less favourable
to the Group than those offered to other third-party purchasers for
the same or similar products.

On 12 December 2017, Jiyi Household entered into a new master
supply agreement (the “Renewal Master Agreement”) with
Meizhou Xikang to govern the sale and purchase of merchandise
between Jiyi Household and Meizhou Xikang after the expiry of the
Previous Master Agreement.

Details of the terms of the Previous Master Agreement and the
Renewal Master Agreement and the transactions contemplated
thereunder were set out in the Prospectus and the announcement
of the Company dated 12 December 2017, respectively.

REPORT OF THE DIRECTORS
EFEHRS

E-XEAENTEEZEIRARAF (18
MAEEE]) B

RZZ-—RAF+ARNE E-REHRBMNER
RIM AR E R ([RIARMERZ]) Bt &
RAEAEEAGMNEREERR (BEREN KB
KEMHBREFER) BZZE—AF—A—HEZR
TEHFT_A=t—BIERH=F KK
BRIERAERRES THENERERKS
ZLHEAEET BRERERAN EmBIE &
FREZBELRG BEHBEEN EmmhiERE
FEREZNTEE (HER)  WgMNERMR
EmEREAEENE A LB TEREM
F=NERUBRBEUEMRIELHRE K
SEGEEMNERE RS-

RZE—+tF+_A+=H £—KEHEF/N
BRI ptret s ([ERafERzl) -
R Al BHERZEREEE S —X/EEFN
ERsHENEREE-

AIARRE R M AR S 2 SR EFE R
HEETRETZRSDIHNBRERZRARD
AIBA - —tF+_A+-HzZzRE-

E-REERERARAA
T/ FFER

057 >



REPORT OF THE DIRECTORS
EFEHRS

The annual caps determined by the Directors in respect of the
annual maximum aggregate value (exclusive of taxes) for such
continuing connected transactions under the Previous Master
Agreement and the Renewal Master Agreement for the year ended
31 December 2018 and each of the two years ended 31 December
2020 were RMB6,252,000, RMB7,051,000 and RMB7,953,000,
respectively. The total amount of sales to Meizhou Xikang pursuant
to the Previous Master Agreement for the Reporting Period was
approximately RMB1,590,000.

Meizhou Xikang is owned as to 95% by Mr. Hou Hinxiang, the
father of Ms. Hou and Mr. Hou. Accordingly, Meizhou Xikang is
an associate of Ms. Hou and Mr. Hou and a connected person of
the Company pursuant to Chapter 14A of the Listing Rules and
the entering of the Previous Master Agreement and the Renewal
Master Agreement constitutes continuing connected transaction
for the Company.

Pursuant to rule 14A.55 of the Listing Rules, the independent
non-executive Directors confirmed that the aforesaid continuing
connected transactions have been entered into: (a) in the ordinary
and usual course of business of the Group; (b) either on normal
commercial terms or on terms no less favorable to the Group than
terms available to or from independent third parties; and (c) in
accordance with the relevant agreements governing the respective
transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

Jiyi Household International Holdings Limited
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The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor of the Company has issued his
unqualified letter containing his findings and conclusions in respect
of the aforesaid continuing connected transactions in accordance
with rule 14A.56 of the Listing Rules. A copy of the auditor’s letter
has been provided by the Company to the Stock Exchange.

The Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the significant related party transactions undertaken
in the normal course of business are set out in note 28 to the
consolidated financial statements, of which certain transactions
also constitute connected transactions as defined in Chapter
14 of the Listing Rules but were exempted from disclosure
requirements under the Listing Rules. Save for the aforesaid and
those transactions disclosed in the section headed “Continuing
Connected Transactions” above, none of them constitutes a
connected transaction required for disclosure under Chapter 14A of
the Listing Rules. The Company also confirms it has complied with
the disclosure requirements in accordance with Chapter 14A of the
Listing Rules.

PERMITTED INDEMNITY

Each Director or other officer of the Company shall be entitled to
be indemnified out of the assets of the Company against all losses
or liabilities which he or she may sustain or incur in or about the
execution of the duties of his or her office or otherwise in relation
thereto in accordance with the Articles of Association.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float as required
under the Listing Rules throughout the year ended 31 December
2018.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted
by the Company is set out in the “Corporate Governance Report”
on pages 62 to 78 of this report.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

As far as the Board is aware, there was no material breach of or
non-compliance with the applicable laws and regulations by the
Group that has a significant impact on the business and operation
of the Group during the Reporting Period.

EVENT AFTER THE REPORTING PERIOD

On 19 February 2019, Jiyi Entertainment Limited, a wholly owned
subsidiary of the Company, entered an investment agreement with
Xinbao Culture Media Limited, Xinfeng Culture Media Limited
("Xinfeng Culture”) and Tourmaline Investment Holding Limited,
pursuant to which Jiyi Entertainment Limited agreed to purchase
510 shares, representing 51% of the issued shares of Xinfeng
Culture at an aggregate consideration of HK$54,366,000. The
acquisition consists of a two-step purchase and sale, including the
purchase and sale of: (i) 200 issued shares of Xinfeng Culture at
a consideration of HK$21,320,000; and (ii) 310 issued shares of
Xinfeng Culture at a consideration of HK$33,046,000. The major
assets of Xinfeng Culture include the income right of a movie and
the right of first refusal of the income right of another three movies
and media projects. As at the date of this report, HK$21,320,000
has been paid.

Other than disclosed above, there is no material subsequent event
undertaken by the Company or by the Group after 31 December
2018 and up to the date of this report.
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AUDITORS

The consolidated financial statements for the year ended 31
December 2018 have been audited by PricewaterhouseCoopers,
who will retire and, being eligible, offer itself for re-appointment at
the forthcoming annual general meeting of the Company.

On behalf of the Board

Hou Wei
Chairlady

Hong Kong, 29 March 2019
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CORPORATE GOVERNANCE REPORT
FPREEHWS

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standard of
corporate governance to safeguard the interests of the shareholders
of the Company and to enhance corporate value and responsibility.
The Board comprises three executive Directors, one non-executive
Director and three independent non-executive Directors. The Board
has adopted the code provisions of the Corporate Governance
Code (“CG Code”) set out in Appendix 14 to the Listing Rules.
During the year ended 31 December 2018 and up to the date of
this report, the Company has complied with the code provisions
under the CG Code, save and except for the deviation to code
provision A.2.1 as stated below.

Code provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separate and should
not be performed by the same individual. The chairlady and chief
executive officer of the Company are held by Ms. Hou Wei who
has extensive experience in the industry. The Board believes that
Ms. Hou can provide the Company with strong and consistent
leadership and allows for effective and efficient planning and
implementation of business decisions and strategies. The Board also
considers that the current structure of vesting the roles of chairlady
and chief executive officer in the same person will not impair
the balance of power and authority between the Board and the
management of the Company. The Board shall review this structure
from time to time to ensure appropriate and timely action to meet
changing circumstances.
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CORPORATE GOVERNANCE REPORT

COMPLIANCE WITH MODEL CODE

The Directors have adopted the Model Code for Securities
Transactions by Directors of Listed Issuer (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as the code of conduct
for Directors in dealing in the Company'’s securities. Specific
enquiries have been made to all Directors and all Directors have
confirmed that they have fully complied with the required standard
of dealings as set out in the Model Code throughout the year
ended 31 December 2018. Relevant employees who are likely to
be in possession of unpublished inside information of the Group
are also subject to compliance with written guidelines or no less
exacting terms than the Model Code throughout the year ended 31
December 2018.

BOARD OF DIRECTORS

The Board is committed to providing effective and responsible
leadership for the Company. The Directors, individually and
collectively, must act in good faith in the best interests of the
Company and its shareholders. The Board has established three
board committees, being the Audit Committee, the Remuneration
Committee and the Nomination Committee (each a “Board
Committee” and collectively the “Board Committees”), to oversee
different areas of the Company’s affairs.
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The Board currently comprises three executive Directors, namely
Ms. Hou Wei (chairlady and chief executive officer), Mr. Liu Xianxiu
and Mr. Yang Baikang, one non-executive Director, Mr. Hou Bo and
three independent non-executive Directors, namely, Mr. Ye Yihui,
Mr. Ho Hin Yip and Mr. Hou Lianchang.

Their biographical details and (where applicable) their family
relationships are set out in the section headed “Biological Details
of Directors and Senior Management” on pages 24 to 35 in this
annual report. A list of the Directors identifying their roles and
functions is available on the Stock Exchange’s and the Company'’s
website.

Save as otherwise disclosed, there is no relationship between any
members of the Board, and no information relating to the Directors
which is required to be disclosed pursuant to rules 13.51(2) and
13.51(B)(1) of the Listing Rules.

The Board sets the Group’s overall objectives and strategies,
monitors and evaluates its operating and financial performance
and reviews the corporate governance standard of the Group.
It also decides on matters such as annual and interim results,
major transactions, director appointments or re-appointments,
investment policy, dividend and accounting policies. The Board
has delegated the authority and responsibility for implementing
its business strategies and managing the daily operations of the
Group's businesses to the executive Directors and members of
senior management. The functions and power that are so delegated
are reviewed periodically to ensure that they remain appropriate.

All Directors are required to declare to the Board upon their
first appointment, the directorships or other positions they are
concurrently holding at other companies or organisations. These
interests are updated on an annual basis and when necessary.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Code provision A.4.1 of the CG Code stipulates that non-
executive Directors shall be appointed for a specific term, subject
to re-election, whereas code provision A.4.2 states that all directors
appointed to fill a casual vacancy shall be subject to election by
shareholders at the first general meeting after appointment and
that every director, including those appointed for a specific term,
shall be subject to retirement by rotation at least once every three
years.

Each of the executive Directors has entered into a service contract
with the Company and is appointed for a specific term of three
years unless terminated by not less than three months’ notice in
writing served by either the executive Director or the Company.

Each of the non-executive Directors and each of the independent
non-executive Directors has signed an appointment letter with the
Company and is appointed for a specific term of three years.

CORPORATE GOVERNANCE FUNCTION

The Company's corporate governance function is carried out by
the Board pursuant to provision D.3.1 of the CG Code, which
include: (a) to develop and review the Company’s policies and
practices on corporate governance; (b) to review and monitor the
training and continuous professional development of the Directors
and senior management of the Group; (c) to review and monitor
the Company'’s policies and practices on compliance with legal
and regulatory requirements; (d) to develop, review and monitor
the code of conduct and compliance manual (if any) applicable to
employees of the Group and the Directors; and (e) to review the
Company’s compliance with the CG Code and relevant disclosure
in the corporate governance report of the annual report of the
Company.
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The Board has performed the abovementioned corporate
governance functions during the year ended 31 December 2018.

BOARD MEETINGS

The Board held six Board meetings during the year ended 31
December 2018, and a tentative schedule for four regular Board
meetings for 2018 has been provided to the Directors at the
beginning of the year. The attendance of each Director at the Board
meetings is set out on page 62.

Between scheduled regular Board meetings, Directors may approve
various matters by way of passing written resolutions. Additional
Board meetings may be arranged if required. In addition, at least
14 days’ notice of a regular Board meeting shall be given and the
Company aims at sending the agenda and the accompanying board
papers to Directors at a reasonable time before the intended date
of a Board meeting.

The Company Secretary assists in preparing the agenda for the
Board meeting and ensures that all applicable rules and regulations
regarding Board meetings are complied with. Minutes of the
Board and Board committees’ meetings are kept by the Company
Secretary, which are available to all Directors for inspection.

The Directors acknowledge their responsibilities for preparing
the consolidated financial statements of the Group and the
responsibilities of the external auditor to the shareholders are set
out in the “Independent Auditor’s Report” on pages 92 to 99.

DIRECTORS’ AND OFFICERS’ LIABILITIES INSURANCE

Appropriate insurance coverage has been arranged in respect
of indemnification against costs, charges, losses, expenses and
liabilities that may be incurred by the Directors and officers of the
Company in the execution and discharge of their duties.
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DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

Pursuant to Code Provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to
develop and refresh their knowledge and skills. For the year ended
31 December 2018, each of the Directors has been given relevant
guideline materials to ensure that they are apprised of the latest
changes in the commercial, legal and regulatory requirements
in relation to the Company’s businesses, and to refresh their
knowledge and skills on the roles, functions and duties of a listed
company director.

New Directors, on appointment, will be given an induction package
containing all key legal and Listing Rules’ requirements as well as
guidelines on the responsibilities and obligations to be observed
by a director. The package will also include the latest published
financial reports of the Company and the documentation for the
corporate governance practices adopted by the Board.

The Company also continuously updates Directors on the latest
developments regarding Listing Rules and other applicable
regulatory requirements to ensure compliance and enhance their
awareness of good corporate governance practices. Circulars or
guidance notes are also issued to Directors where appropriate to
ensure their awareness of best corporate governance practices.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The role of the independent non-executive Directors is to provide
independent and objective opinions to the Board, giving adequate
control and balances for the Group to protect the overall interests
of the shareholders and the Group. They serve actively on the Board
and its committees to provide their independent and objective
views.
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In compliance with rules 3.10(1) and 3.10A of the Listing Rules,
the Company has appointed three independent non-executive
Directors, representing more than one-third of the Board. Two of
the independent non-executive Directors namely, Mr. Ye Yihui and
Mr. Ho Hin Yip, have the appropriate professional qualifications, or
accounting or related financial management expertise as required
by rule 3.10(2) of the Listing Rules. The Company has received
from each of the independent non-executive Directors a written
confirmation of his independence and has satisfied itself of such
independence in accordance with the independent guidelines as set
out in rule 3.13 of the Listing Rules.

BOARD COMMITTEES

The Board is supported by three committees, namely the Audit
Committee, the Nomination Committee and the Remuneration
Committee. Each Board Committee has its defined and written
terms of reference approved by the Board covering its duties,
powers and functions. Their terms of reference are available on the
respective websites of the Stock Exchange and the Company.

All Board Committees are provided with sufficient resources
to discharge their duties, including access to management or
professional advice if considered necessary.
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Audit Committee

As at 31 December 2018 and the date of this report, the Audit
Committee comprises three independent non-executive Directors,
namely Mr. Ye Yihui, Mr. Ho Hin Yip and Mr. Hou Lianchang. Mr.
Ye Yihui, who has appropriate professional qualifications and
experience in accounting matters, was appointed as the chairman
of the Audit Committee.

The primary duties of the Audit Committee are to assist the Board
by providing an independent view of the effectiveness of the
financial reporting process, risk management and internal control
systems of the Group, to oversee the external and internal audit
processes, to develop and review the Group’s policies and to
perform other duties and responsibilities as assigned by the Board.

There were four meetings of the Audit Committee held during the
year ended 31 December 2018. The attendance of each Director at
the Audit Committee meetings is set out on page 72. During the
year under review, the members of the Audit Committee reviewed
the accounting principles and practices adopted by the Group,
reviewed the consolidated financial statements of the Group for the
year ended 31 December 2017 and for the six months ended 30
June 2018, reviewed the risk assessment results, the internal audit
activities for 2018 and discussed the audit plans for the year ended
31 December 2018 with the external auditor.

In addition, the Audit Committee held one meeting in March 2019.
The Audit Committee reviewed the Group’s annual results for the
year ended 31 December 2018.

The Audit Committee monitors the audit and non-audit services
rendered to the Group by the external auditor and ensures that the
engagement of external auditor in non-audit services will not impair
its audit independence or objectivity.
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For the year ended 31 December 2018, the fees in respect REBEZE=_ZT—NF+_A=+—HILFE 5

of the audit and non-audit services provided to the Group by & WK@QJE@%%FHWZKEITE tH) B
PricewaterhouseCoopers, is set out as follows: NIFERZRBMXNOERSHIIWT

Fee

A

RMB

AR

Statutory audit services EEBZRE 1,650,000

Non-statutory audit services IEETEBIZIRT =

Remuneration Committee FMEESE

As at 31 December 2018 and the date of this report, the
Remuneration Committee comprises two independent non-
executive Directors and one executive Director, namely Mr. Hou
Lianchang, Mr. Ye Yihui and Mr. Liu Xianxiu. Mr. Hou Lianchang is
the chairman of the Remuneration Committee. The primary duties
of the Remuneration Committee include (but without limitation):
(i) making recommendations to the Directors regarding the Group's
policy and structure for the remuneration of all Directors and senior
management and on the establishment of a formal and transparent
procedure for developing remuneration policies; (ii) making
recommendations to the Board on the remuneration packages of
our Directors and senior management; (iii) reviewing and approving
the management’'s remuneration proposals with reference to
the Board’s corporate goals and objectives; and (iv) considering
and approving the grant of share options to eligible participants
pursuant to the Share Option Scheme.

There was one meeting of the Remuneration Committee held
during the year ended 31 December 2018. The attendance of
each Director at the Remuneration Committee meeting is set out
on page 72. During the year under review, the members of the
Remuneration Committee reviewed the existing remuneration
policy and package of all existing Directors and senior
management.
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Details of the Directors’ emoluments for the year ended 31
December 2018 are set out in note 9 and 30 to the consolidated
financial statements.

The emoluments paid to each of four members of senior
management of the Company was between RMBO to RMB1 million
for the year ended 31 December 2018.

Nomination Committee

As at 31 December 2018 and the date of this report, the
Nomination Committee comprises two independent non-executive
Directors and one executive Director, namely Mr. Hou Lianchang,
Mr. Ye Yihui and Ms. Hou Wei. Ms. Hou Wei is the Chairlady of
the Nomination Committee. The primary duties of the Nomination
Committee is to identify individuals suitably qualified to become
Board members and select, or make recommendations to the Board
on the selection of, individuals nominated for directorships.

There was one meeting of the Nomination Committee held during
the year ended 31 December 2018. The attendance of each
Director at the Nomination Committee meeting is set out on page
62. During the year under review, the members of the Nomination
Committee reviewed the structure, size and composition of the
Board and reviewed the objectives set for implementing the board
diversity policy.

The Company believes that diversity of Board members can
be achieved through consideration of a number of factors,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge,
length of service and the legitimate interests of the Company’s
principal shareholders. All Board’s appointment will be based on the
merits of the candidates and the Board believes that doing so will
be consistent with achieving a diversity of perspectives.
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The individual attendance records of each Director at the #HZE—_ZT—N\F+_A=+—HILFE K&
physical meetings of the Board, Audit Committee, Remuneration SHHFEEE BZELES FHEES KRS
Committee and Nomination Committee and at the general meeting ZE @& ARARRQARIREANE 2 @5 HER
of the Company during the year ended 31 December 2018 are set ~ &kE(5I 40T :

out below:
Number of physical meetings attended/held during his/her tenure
REEHALE/ BTz 85HE
Audit  Remuneration Nomination General

Name of Director Board Committee Committee Committee Meeting
BEpe Ezg EhZEE yMzEe REZEE S VN1
Executive Directors BTES
Ms. Hou Wei (R e, 6/6 N/A N A NA P ER 1 n
Mr. Liu Xianxiu JEALE 6/6 N/A T iE R 1/1 NA T ER 0/1
Mr. Yang Baikang BEREE /6 NA TE R NA TR NA TER 0N

(appointed on 7 November 2018)  (R=Z—\F

T-RtREZf)

Non-executive Directors FUTES
Mr. Hou Bo FEREE 6/6 N/A i A N/A T EF N/A T EF 0/
Mr. Lam On Tai HEFLE 4f6 N/A T iE R NA P iER N/A R iEf 1/1

(resigned on 6 November 2018) (RZB-NF

T-ARHET)

Independent non-executive BYFHTES

Directors
Mr. Ye Yihui EEBEL 6/6 44 1 n 11
Mr. Ho Hin Yip CEoE Fika 6/6 44 NA TR NA T8 B 10
Mr. Hou Lianchang RHETE 6/6 44 1/1 10 1l
07 2 Jiyi Household International Holdings Limited
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FINANCIAL REPORTING

The Board acknowledges its responsibility to prepare the Group's
financial statements which give a true and fair view of the Group's
state of affairs, results and cash flows for the year and in accordance
with the Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants, and the
disclosure requirements of the Hong Kong Companies Ordinance.
The Group has selected appropriate accounting policies and
has applied them consistently based on prudent and reasonable
judgements and estimates. The Board considers that the Group
has adequate resources to continue in business for the foreseeable
future and not aware of any material uncertainties relating to events
or conditions that may affect the business of the Group or cast
doubts on its ability to continue as going concern.

The responsibilities of the Company’s external auditors with
respect to financial reporting are set out in the section headed
“Independent Auditor’s Report” in this annual report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board recognises its responsibility to ensure the Group
maintains a sound and effective internal control and risk
management system. However, risk-taking is an inherent
element of the Group’s business and operation. The Group's
risk management and internal control systems are designed to
management rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss. It
is also designed to safeguard assets against misappropriation
and unauthorised disposition and to manage operational risks.
Review of the Group’s internal controls covering major financial,
operational and compliance control as well as risk management
functions. The Group's risk management framework includes the
following elements:
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e identify significant risks in the Group’s operation environment
and evaluate the impacts of those risks on the Group’s
business;

e develop necessary measures to manage those risks; and
e monitor and review the effectiveness of such measures.

The implementation of risk management framework of the Group
was assisted by the Group’s internal audit department which was
responsible for the internal audit function so that the Group could
ensure new and emerging risks relevant to the Group's operation
are promptly identified by management, assess the adequacy of
action plans to manage these risks and monitor and evaluate the
effectiveness of the action plans.

With respect to procedures and internal controls for the handling
and dissemination of inside information, the Group: i) carries out
its daily operation with regards to the "“Guidance on Disclosure
of Inside Information” issued by the Securities and Futures
Commission of Hong Kong; and ii) closely communicates with its
legal advisor regarding whether the relevant information is likely
to have impact on the price of the shares of the Company or their
trading volume and thus is considered as inside information that
needs to be disclosed pursuant to the Inside Information Provisions
under Part XIVA of the SFO and the Listing Rules.
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The Company’s Audit Committee is responsible for reporting to
the Board the implementation of the Group's risk management,
internal control policy which among other things, included the
determination of risk factors, evaluation of risk level the Group
could take and effectiveness of risk management measures.
During the Reporting Period, a review was conduct by the Audit
Committee together with the Group's internal audit department
in compliance with Code Provision C.2 of the CG Code. The
Board acknowledges the review of the effectiveness of the risk
management and risk control systems should be an on-going
process and plans to conduct reviews quarterly commencing from
the coming financial year. For resolving defects and weaknesses of
internal controls and accounting procedures of the Group which
the external auditors and the Group’s internal audit department
have identified and reported to the Company, the Company would
pay full attention to the recommendations made by the external
auditors and the Group's internal audit department and make
appropriate improvements. Based on the reports from the Group's
internal control department and the Audit Committee, the Board
considers the Group's risk management and internal control system
is adequate and effective and the Group has complied with the
provisions on risk management and internal controls as set out in
the CG code.

COMPANY SECRETARY

Mr. Lo Wai Siu has been appointed as company secretary of the
Company on 19 February 2019. He fulfills the requirements under
rule 3.28 of the Listing Rules. The biographical details of Mr. Lo
Wai Siu is set out in the paragraph headed “Biographical Details of
Directors and Senior Management” on page 33 of this annual report.

Mr. Leung Wai Hong had been appointed as company secretary
of the Company from 26 May 2015 to 19 February 2019. He
fulfills the requirements under rule 3.28 of the Listing Rules.
The biographical details of Mr. Leung Wai Hong is set out in the
paragraph headed “Biographical Details of Directors and Senior
Management” on page 32 of this annual report.
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SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. The
Company shall in each year hold a general meeting as its annual
general meeting. All general meetings other than annual general
meetings shall be called extraordinary general meetings (“EGM”).

Right to convene EGM

Any two or more members of the Company, at the date of the
deposit of a written requisition holding not less than one-tenth of
the paid up capital of the Company which carries the right of voting
at general meetings, shall at all times have the right to require an
EGM to be called by the Board for the transaction of any business
specified in such requisition.

The written requisition must specify the objects of the meeting,
signed by the requisitionists and deposit it with the Company
Secretary of the Company at the Company’s principal place of
business in Hong Kong at Room 1405, 14th Floor, Jubilee Centre,
18 Fenwick Street, Wanchai, Hong Kong.

If the Board does not within 21 days from the date of deposit of
the requisition proceed duly to convene the EGM to be held within
a further 21 days, the requisitionists themselves or any of them
representing more than one-half of the total voting rights of all of
them, may convene the EGM, but any EGM shall not be held after
the expiration of three months from the date of deposit of the
requisition.

An EGM so convened by the requisitionists shall be convened in the
same manner, as nearly possible, as that in which meetings are to
be convened by the Board.
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CORPORATE GOVERNANCE REPORT

Right to put enquiries to the Board

Shareholders may, at any time, direct questions or requests
for information to the Directors or management through the
communication channel provided in “Contact Us” section in the
Company’s website at www.jiyihousehold.com or in writing and
sent by post to the Company'’s principal place of business in Hong
Kong.

Right to put forward proposals at general meetings

As a matter of Cayman Islands law, no shareholders are permitted
to propose new resolutions at the general meetings if the
intention to propose the new resolutions is not specified in the
notice convening the general meeting. However, procedures for
proposing candidate(s) for election as Directors at a shareholder’s
meeting are set out in the Corporate Governance section of
the “Investor Relations” section of the Company’s website at
www.jiyihousehold.com.
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FPREEHWS

INVESTORS RELATIONS

The Company believes that communicating with its shareholders,
investors and other stakeholders by electronic means, particularly
through its website, is an efficient way of distributing information
in a timely and convenient manner. The Company’s website has
a dedicated “Investor Relations” section which publishes the
following information:

the Board, committee charters, key corporate governance
policies and constitutional documents;

— announcements, press and release made to the market and
media;

— annual and half yearly reports and all material information
lodged with the Stock Exchange; and

—  notices of general meetings and explanatory materials, if any.

During the year ended 31 December 2018, there had been no
significant change in the Company’s constitutional documents.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group is committed to ethical corporate citizenship and to
promoting sustainability in all of its activities. We demonstrate these
commitments through transparent and responsible management
of our environment and social values. These values respect and
are informed by those of all of our stakeholders, including the
communities with which we interact. The requirements listed below
apply to the Group's operations. Every subsidiary, each manager
and employee, as well as any contractor performing work on behalf
of the Group must support this policy.

STAKEHOLDER ENGAGEMENT

The Group understands the importance of developing long-term
relationships and constant dialogues with various stakeholders.
We seek to balance the views and interests of these various
constituencies through constructive conversation.

Shareholders

The Company has established a number of efficient channels of
distributing information to its shareholders. The Company regularly
reviews these channels to ensure its effectiveness and ensure
effective and timely dissemination of relevant information to its
shareholders at all times. Shareholders are also encouraged to raise
any question to the Company Secretary.

Customers

The Group is committed to providing quality services and products
to achieve customer satisfaction. Customer feedback is invaluable
as the Group operates in extremely competitive markets. Under
different product categories, we have a designated team serving
key customers. We also have experienced sales attendants on site
who would introduce brands and products based on customers'’
requirement, and assist the customers by offering advice and
guidance on product functions, features, dimensions and
installations. To better serve our customers or potential customers
who do not visit our sales outlets, we have service hotlines for
handling inquiries from them.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

FTEREERS

RIE

Employees

The Group had 172 employees as at 31 December 2018. The
Group offers competitive remuneration packages commensurate
with industry practice and provides various fringe benefits to
employees. The Group conducts induction training for all of its
new employees and on-going training from time to time during
their employment. The nature of training offered depends on their
specific field of operation. As the Group continues its expansion,
opportunities are always available for hardworking employees.

Suppliers

The Group is committed to upholding laws and regulations that
are relevant to its business and closely monitor the Group’s policies
relating to maintaining of business ethics.

Government

The Group is mainly engaged in the sale and distribution of
merchandise and the provision of interior design and engineering
services. These activities are mainly subject to the jurisdictions of
laws of the PRC. Along with different government laws, rules and
regulations, each operating company makes tremendous effort to
ensure that it is complied with the relevant laws and regulations.

ENVIRONMENTAL
Environmental Conversation and Emission Reduction

Environmental conservation remains a key focus for the
Group. Therefore, we are dedicated to maintaining our energy
consumption and emission at low level in every single step. The
conscientious use of resources and adoption of best practices across
the Group's businesses underlie its commitment to safeguarding
the environment. The Group encourages environmental protection,
complies with relevant environmental legislations and promotes
awareness towards environmental protection to the employees.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

In light of the nature of business and operation, the Group does
not involve in production of related air, water, land pollutions,
greenhouse gas, hazardous waste and non-hazardous waste and
does not have any direct or significant impact on the environment
and natural resources. Nevertheless, the Group is aware that
the daily operation of the office and warehouse consume paper,
electricity and water. The Group recognises the impact caused by
these consumptions and the production of waste. For the past
several years, the Group has been putting emphasis in energy
conservation, rolling out IT initiatives to help decrease unnecessary
wastage and reduce carbon emission and adopting different
policies on use of resources with an aim to reduce the impact on the
environment.

Use of Resources

The Group is committed to protecting the environment by
enhancing our operational efficiency and energy efficiency to
reduce energy, water, paper and waste by following initiatives:
Paper

e  Using E-fax to minimise printing needs

e Handling documents electronically except for formal
documents

e Using recycled paper and double-sided printing except for
formal and confidential documents

Paper Consumption: 1.2 tonnes (2017: 1.5 tonnes)

Total consumption of paper of the Group was about 1.2 tonnes
(FY2017: 1.5 tonnes).
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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Electricity

e The use of electricity in the office of the Group must comply
the principles of power saving, safety first, high efficiency and
low consumption

e Llight and electronic appliances like air-conditioners,
computers, photocopy machines, printers in workplace must
be turned off when not in use

Electricity Consumption: 876,612 kwh (FY2017: 822,709 kwh)

Total consumption of electricity at the Group’s headquarter and
other subsidiaries in the PRC was 583,164 kWh (kilowatt-hour)
(FY2017: 694,883 kWh) and 293,448 kWh (FY2017: 187,826
kWh) respectively, which produced about 458 tonnes carbon
(FY2017: 545 tonnes carbon) and 230 tonnes carbon (FY2017: 147
tonnes carbon) respectively (Assuming that 0.785 kg (kilogram) of
carbon will be produced by 1 kWh electricity consumption).

Water

Posting notices at common areas of the office reminding staff
members to reduce water consumption and the importance of
water saving.

Water Consumption: 4,734 m? (FY2017: 7,013 n¥)

Total consumption of water at the Group's headquarter and other
subsidiaries in the PRC was 4,155 m? (cubic meter) (FY2017:
5,972 m3) and 579 m? (FY2017: 1,041 m?3) respectively. The Group
had not encountered any issue in sourcing water that is fit for
purpose.

The consumption of electricity and water reported above are stated
in the total amount of their measuring units. As the Group is
operating a variety of store portfolios, intensity data (e.g per store
or per gross sales area) were not prepared because such indicators
may not be meaningful.

Stationery and Furniture

Reusing stationery, furniture and equipment among offices
and branches instead of buying new ones or disposing of such
materials.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Waste

Encouraging recycling through installation of plastic, paper and
aluminum recycling boxes at the headquarters.

Packaging

During the course of the Group's business operation, it does
not generally involve the use of packaging materials and thus its
impacts on the environment are considered to be minimal.

The Environment and Natural Resources

During the year, with the support of pursuing green practices of
the entire Group, we achieved a decrease of approximately 1%
and approximately 20% in consumption of electricity and paper
respectively. The consumption of water of the Group decreased by
approximately 32% during the year ended 31 December 2018.

Save as disclosed above, the Group’s business has no direct or
significant impact on the environment and natural resources

SOCIAL
Employment

The Group adopts fair and open recruitment mechanism with
all positions being openly recruited regardless of age, gender,
race, nationality, religion, marital status or disability. Apart from
internal transfers, all vacancies are published to public via different
recruiting channels such as advertisement, online recruitment
channels, recruitment fairs, recruitment through Personnel
Exchange Center and recommendation.

A formal induction together with a tour of the workplace is
provided to all employees on the first day of employment. This
aims to welcome the new employees and give them a better
understanding of the Group. A brief introduction of employee
handbook is provided to ensure new employees are aware of
relevant policies and code of conduct. Employee handbook
together with various guidelines and benefits are uploaded on the
Group's intranet network for the access for all staff members.
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RIF -HEREEGHRS

As at 31 December 2018, the Group complied with the
Employment Ordinance (Chapter 57 of the Laws of Hong Kong)
and all other relevant Hong Kong/PRC employment laws and
regulations that deal with working hours and rest period and had
a total of 172 (as at 31 December 2017: 153) full time employees.
Breakdowns of the current employees by position and gender, age
and years of service are set forth below respectively:
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RIF - MHEREEGHRE
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The Group achieved relatively lower turnover rate in general
frontline positions and young workforce, as well as expanded its
total headcount due to business expansion. The total number of
employees was increased by approximately 12.4%. Such decrease
was mainly contributed by the drop of the staff aged below 50 who
mostly were the frontline staff with fewer years of service and the
staff of logistics and warehousing department due to the Group
having outsourced the logistics and warehousing functions since
the last quarter of 2017. On the other hand, the turnover rate for
the management team was comparatively low which was reflected
by the steady number of senior management employees.

The Group strives to provide a work environment with equal
opportunities regardless of gender and age. As at 31 December
2018, the Group’s male to female employee maintained at nearly
1:1. The Group had also recruited from a diverse age group. Around
70% of our workforce were fell in the age group of 30-50, while
around 20% and 10% were in the age groups of below 30 and 51
or above, respectively.
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RIF -HEREEGHRS

Health and Safety

The Group strives to promote safety awareness, improve
occupational environment and reduce occupational risks. The
Group continuously promotes safety awareness among employees
and committed to providing a healthy and safe working
environment for our employees and complies with the relevant
laws and regulations. The Group has dedicated adequate resources
and effort to uphold and improve the Group’s safety management
measures in order to reduce the risks relating to labour safety, such
as:

Guidelines

e Adopting written guidelines and policies for work safety and
occupational health safety

e Ensuring a healthy and safe workplace and compliance with all
relevant workplace health and safety laws

Insurance

e Maintaining various insurance policies of endowment
insurance, medical insurance, unemployment insurance,
industrial injury insurance, maternity insurance, and housing
accumulation fund for employees’ compensation and liability

Other safety Measures

e Conducting fire drill regularly and demonstration of the use of
fire extinguisher so as to enhance the fire safety awareness

e Providing regular training sessions on accident prevention and
management to the employees

Jiyi Household International Holdings Limited
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Work Related Injury

e There was no injury case related to work during the years
ended 31 December 2018 and 2017

DEVELOPMENT AND TRAINING

The Group believes that investing in employees is essential to the
future strength and success of its business. The Group conducts
various internal trainings for different level of staff members. There
is a general regular training section to all employees once a month
during the morning meeting. For new employees, they are required
to take a one-weeks' training on specific job duty. The managers of
each department will take turns to different departments to provide
training on product knowledge, sales skills, store management,
market development and business operation and etc.

Besides, the Group also encourages and offers the opportunities for
its staff members to take external training from the suppliers.

All these trainings are designed to enhance and broaden
employees’ skill sets.

The Group encourages communication and interaction of the
staff members with the management. The Group provides a
wide spectrum of informal communication platforms regularly.
There are advisory boxes in the office, and regular experience
sharing between middle and senior management. Through these
gatherings, management is alerted to the issues raised by staff
members and can carry out responsive measures to improve
operations if appropriate. Besides, this enhanced the sense of
belongs of staff members.
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RIF -HEREEGHRS

Furthermore, the Group arranged some regular and irregular
activities to facilitate as communication platforms for the
management and staff members such as follows:

e Chinese New Year Gathering ("#T&EEFE&") is the most
prestigious event of the year, attended by all staff in the Group.
Lots of lucky draws and games make the evening full of energy
and excitement. This event provided chances to appreciate all
of the staff members with for the effort during the year.

e The Group believes that happy staff makes happy customers
and endeavor to provide happy working environment. The
Group promotes the relationship between staff to make them
like family members. To promote work life balance, the Group
organised several wellness activities like hiking on 8 March
2018 (3.8B im BN B X #h R )& &) ) and climbing the Baisui
Mountain ("B L "EEREEHEES ) and Tianbaigong
Mountain ("XBEA"E X ZEHEES) in the past years.

Labour Standards

The Group believes in nurturing and developing top talents
regardless of race, gender, age, religious belief, pregnancy, marital
status, family status or disability.

The Group also has policies to ensure all employees and job
applicants enjoy equal opportunities and fair treatment. All
employees have the right to complain in case of discrimination,
suspected misconduct and illegal acts via established procedures.
The Group will investigate each complaint thoroughly, resolving
it fairly and in the strictest confidence. The Group is also in
compliance with all relevant laws and regulations.
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Supply Chain Management

The Group believes that sourcing and selection of suppliers play a
crucial part in enriching our brand and product mix. The assessment
on suppliers places emphasis on their market positioning, image of
their brand projected, product design, production capacity, quality
and price range, anticipated market acceptance of their products,
supply lead time, reliability, creditworthiness and past experiences
in conducting business with them. The Group’s procurement team
regularly looks for quality suppliers in the market, and will engage
new suppliers upon their satisfaction of our internal review and
approval, which includes interview with their responsible personnel
and site visit to the suppliers’ premises.

Product Responsibility

To enhance customers’ satisfaction of the merchandise, the Group
has stringent control over the quality of merchandise. The Group
carefully selects suppliers, and pursuant to the supply or distribution
agreements. The Group's suppliers shall ensure the quality of
products and may also be required to provide us with the after-sale
services for the products sold to the Group. The Group conducts
inspections on the quality, measurement and other specifications
of the merchandise before accepting delivery from the suppliers.
The Group is entitled to return or exchange the products to the
suppliers if they are found to be defective or otherwise in unsaleable
condition.
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RIF -HEREEGHRS

In general, no products return or exchange by customers is allowed
except for malfunctions of or manufacturing defects in products.
Nevertheless, to foster customer loyalty and enhance customer
satisfaction, the Group may allow product return or exchange
to be made with a valid receipt within seven days after purchase
provided that the merchandise is in good and saleable condition.
The Group also offers product warranty period of one to three years
depending on the nature of merchandise. During the warranty
period, the Group provides maintenance and repair services to the
customers for free and will also exchange any defective products
for free on the condition that such products have been installed
in accordance with the manual and were used under normal
conditions. Defective products could be returned to the suppliers
for repair or replacement if the relevant supplier is found to be liable
for such defect.

For the years ended 31 December 2018 and 31 December 2017,
the Group has not identified any non-compliance cases relating to
product responsibility.

Anti-Corruption

The Group takes its fraud prevention or anti-corruption
responsibilities very seriously. In addition to the ongoing review of
the effectiveness of the internal control systems, the Group has
established a whistleblowing policy to direct employees to report to
the Group's internal audit department about possible improprieties
in any matter related to the Group. The Group also established
policy and guidelines about fraud prevention. They are Commercial
Bribery Control Rule ( FE % FEREFH#8=FRI]) ), Financial Fraud and
Complaint Rule and Fraud Prevention ( {7 B 5 B2 [y &5 2 % £2 )
&) ), Inspection and Reporting Procedures ( (R /BHEE & RE2
F) ) and Management Override Prevention Policy ( <[ L+ 32 &
MR ).

During the years ended 31 December 2018 and 31 December
2017, no legal case regarding corruption was brought against the
Group or its employees. Also, there were no material cases of non-
compliance with laws and regulations on anti-money laundering in
the PRC and Hong Kong.
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Community Investment

The awareness of corporate social responsibility has been increasing
in the market. The Group realises the importance of different
stakeholders' expectations. In achieving long term, stable and
healthy business prosperity and growth, the Group strives to
balance the interests between stakeholders and is committed to
improve the community’s wellbeing.

The Group encourages the employees to play an active role in
the communities where they live and work. In the past years, the
Group was engaged in different events with an aim to fulfill its
social responsibility. For example, in the past few years, the Group
launched “Jiyi Inspirational Student Fund” (5 —Eh5BIE &) for
the poor but outstanding students in Meizhou Jiaying University
(1M 5 EAE) , aiming at providing better environment for
those hardworking and ambitious students to achieve their dreams.

The Group will continue to explore other means to contribute more
to the environment and strive to facilitate the building of a healthy
and sustainable society.
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To the Shareholders of
Jiyi Household International Holdings Limited
(incorporated in the Cayman Islands with limited liability)

BERAE

HE-REEBRERERAARRK

(REESHSZMELAERL 7])

OPINION =

What we have audited EZECETHNRE

The consolidated financial statements of Jiyi Household H£—FXEBEEBREAERAR ([E27F)])REK
International Holdings Limited (the “Company”) and its subsidiaries BT ([E£E | ) JIEHNFE100E235E H4EE

(the “Group”) set out on pages 100 to 235, which comprise:

MmEk - B

e the consolidated balance sheet as at 31 December 2018; e RIZZE-—NF+ZA=+T—HZEEEE
BfEx:

e the consolidated income statement for the year then ended:; e HEZALFEZHAWERE:

e the consolidated statement of comprehensive income forthe o EEZBILFEZHGAEZHEKIER:
year then ended;

e the consolidated statement of changes in equity for the year o EEZBIFFEEZHGAERETR
then ended:;

o the consolidated cash flow statement for the year then ended; o EHEZBILFE 2GRS RER M
and

e the notes to the consolidated financial statements, which o #AMBHREMTE BREITESHHBEM
include a summary of significant accounting policies. G

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR’S REPORT

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued
by the Hong Kong Institute of Certified Public Accountants
("HKICPA™) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”), and we
have fulfilled our other ethical responsibilities in accordance with
the Code.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

A key audit matter is identified in our audit as follows:

094 Jiyi Household International Holdings Limited
Annual Report 2018
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Key Audit Matter
BRETEE

Revenue recognition on interior design and
engineering services

EARTRIRRENERARR

Refer to Note 5 Critical accounting estimates and
assumptions and Note 6 to the consolidated financial
statements.

B2BRE ISR M TR 5 & 51 b At S I B K Bt
736 °

The Group recognised revenue of interior design and
engineering services by measuring the progress towards
complete satisfaction of the performance obligation
at year end. Revenue arising from interior design and
engineering services represents 52% of the Group's total
revenue for the year ended 31 December 2018.
EEBEBFENFARATEBITRANEE ZEREER
NEBEE R TR W - ZE AR R TRERBESE
WAL EEBEE#E_Z-N\F+_A=+—HI
FREBBWAZ52% °

The progress was measured based on the Group's
efforts or inputs to the satisfaction of the performance
obligation, by reference to the construction cost incurred
up to the balance sheet date as a percentage of total
estimated for each project. The estimated total contract
costs involve management’s estimation of the material
costs and labour costs.
EETERAEBRTHBLOE EMEER S HR
ANEITHE W2EHEEERBERAPELNEE
BXARAE & T8 B 5t BB L ] - (5T & KA
KB TR EH MR} 85 TR B il 5T e

We focused on this area due to the significance to the
consolidated financial statements and the degree of
management’s estimation applied.

EEFINZAE ARNEHGEMBRRNEEN
MEBEBHLETFERMIZE -

INDEPENDENT AUDITOR’S REPORT
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How our audit addressed the Key Audit Matter
EENBESTNMAEERRETSE

We evaluated and tested the controls that the Group
designed and implemented over the review and approval of
the estimated total contract costs.

EEAEMIE EEEHBEZRBEMRTTES QKA
REt R B hE S o

We examined the estimated total contract costs by project
on a sample basis through

BEFBBIATNIDEREIE B MEREMATES QXA

comparing the detail cost items and quantities in the
estimated total contract costs with the items and
guantities described in the service contracts to assess
the completeness of the costs;

- RGN ENFAKAEE REE ERE
BHRIFMMAIER REE - AT AR T B

— tracing the unit cost of materials to the Group’s
purchase unit cost;

- EPMBELRASE EEENREERRA:

— comparing the labour cost with labour subcontract;
and

- HBEIXRKESZIHBEEL: K

— analyzing the gross profit rate of the construction
contracts.

- AMBEANHENE.

We also compared the estimated total contract costs
prepared by management and actual cost for those
completed projects on a sample basis to evaluate reliability
of the estimation made by management on estimated total
contract costs.

EENHEEREEERUNGLA LA NN AED TK
BEMERKA  UHEERESHETRE AR AELD
(EERCIE S

Based on the above, we found that the estimates made by
management were supportable by the available evidence.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the annual report
(but does not include the consolidated financial statements and our
auditor’s report thereon), which is expected to be made available to
us after the date of this auditor’s report.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated.

When we read the annual report, if we conclude that there is a
material misstatement therein, we are required to communicate
the matter to the board of directors and take appropriate action
considering our legal rights and obligations.

RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

Jiyi Household International Holdings Limited
Annual Report 2018
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INDEPENDENT AUDITOR’S REPORT

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

The Audit Committee is responsible for overseeing the Group's
financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

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

e |dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.
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Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group'’s internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

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

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

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

Jiyi Household International Holdings Limited
Annual Report 2018
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INDEPENDENT AUDITOR’S REPORT

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

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

The engagement partner on the audit resulting in this independent
auditor’s report is Mr. Lam Sung Wan.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 March 2019
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CONSOLIDATED INCOME STATEMENT

mEWm&E

Revenue from contracts with
customers
Cost of sales

Gross profit

Selling expenses

Administrative expenses

Net impairment losses on
financial assets

Other income and gains — net

Operating profit
Finance income
Finance costs

Finance costs — net

Profit before income tax
Income tax expense

E7

HERX

TR
TREEZRERRFER

H A YA K W s 2R
RN
LR TN

LURL DN
R 75 B AN 5 B

BR BT 15 B4 A 22 R
PS5 A 52

Profit for the year, all attributable FREF > 2HHEAQ T

to equity holders of
the Company

EEEE ARG

Earnings per share attributable to AATEZIZFEAER

equity holders of the Company

for the year

— Basic (RMB cents per share)
— Diluted (RMB cents per share)

EiEZREF

—ER(BRARES)
—#8 (BRARED)

The notes on pages 106 to 235 are an integral part of these

consolidated financial statements.
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Note
Bt

6,8

[¢)

19

10
10

10

11

12
12

Year ended 31 December

BEt+t-A=t—-HILFE

2018 2017
—B-N\F —T—+tF
RMB’000 RMB'000
ARKTFTT ABRETT
559,478 415,968
(543,526) (362,895)
55,952 53,073
(15,075) (18,243)
(13,670) (14,969)
(2,600) =

550 732

25,157 20,593

224 118
(7,244) (6,013)
(7,020) (5,895)
18,137 14,698
(6,064) (5,717)
12,073 8,981
2.37 2.08

2.37 2.08

F106E235EMERESHE M BHRER 2EK

25




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Profit for the year

Other comprehensive income:

Items that may be reclassified to
profit or loss

Currency translation differences

Total comprehensive income for the
year, all attributable to equity holders
of the Company

The notes on pages 106 to 235 are an integral part of these

consolidated financial statements.
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Year ended 31 December

BE+-—A=+—HLEEE

2018 2017
—E-N\EF —E—+F
RMB’000 RMB'000
AR T T AR%FT
12,073 8,981
(593) (938)

11,480 8,043
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CONSOLIDATED BALANCE SHEET

mMEEEBEZR

ASSETS BE

Non-current assets FREBEE

Property, plant and equipment I ER V& L]

Investment properties REME

Land use rights T b fE AR

Intangible assets BV EE

Other receivables E b FE YUK IE

Deferred tax assets BB E =

Current assets REEE

Inventories wE

Due from customers on EWE P 2 BEES LR
construction contracts

Contract assets BHEE

Trade and other receivables 2 5 R H M EYFKIA

Restricted cash R HIIRE

Cash and cash equivalents ReERREEEY

Total assets BEE®RE

EQUITY Ex

Capital and reserves attributable ZAQFEHFFEA
to equity holders of the BAERAR #E
Company

Share capital AR AR

Share premium B 5 (B

Other reserves E b i

Retained earnings 1% 2

Total equity EREHE

1 O 2 quiryl/'i"I‘-I;t;eseehold International Holdings Limited

port 2018

Note
B it

14
15
16

19
21

18

3.1
6(a)
19

20

22
22
23

As at 31 December

R+=HA=+—H

2018 2017
—E2-N\F —E—+F
RMB’000 RMB’000
AR¥F T AREFoT
58,002 72,515
1,377 =
2,582 2,823
425 484
7,817 -
3,970 1,750
74,173 77,572
41,315 38,127

= 51,517
194,312 -
309,695 247,284
= 300
116,391 92,970
661,713 430,198
735,886 507,770
58,190 35,638
363,001 243,832
(52,947) (53,300)
121,564 108,754
489,808 334,924




LIABILITIES =R
Current liabilities Vi IR=NET
Trade and other payables B 5 R E M 5RIE

Due to customers on construction JENRE ZEES LR
contracts

Contract liabilities BHEE
Bank borrowings RITE K
Current income tax liabilities BIERFTSFi & &
Total liabilities BEHEE
Total equity and liabilities EzkEERAE

The financial statements on pages 106 to 235 were approved by
the Board of Directors on 29 March 2019 and were signed on its
behalf.

Ms. Hou Wei
Bzt

CONSOLIDATED BALANCE SHEET

OB EBMBEX
As at 31 December
BR+=—BA=+—H
2018 2017
—E-N\E —E—+F
Note RMB’000 RMB'000
Bt AR#F T AR TT
24 125,001 71,383
3.1 - 3,240
6(a) 2,811 =
25 103,000 88,200
15,266 10,023
246,078 172,846
246,078 172,846
735,886 507,770
F106E 25BN BHRERENR S —NF=A
“tThBEESeE TR TIESKRER
% o
Mr. Liu Xianxiu
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E—REBREZERERAR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GOREERE

For the year ended
31 December 2017

Balance at 1 January 2017

Comprehensive income:
Profit for the year

Other comprehensive income:

Currency translation differences

Balance at 31 December 2017

For the year ended
31 December 2018

Adjustment on adoption of HKFRS 9,

net of tax

Balance at 1 January 2018

Comprehensive income:
Profit for the year

Other comprehensive income:

Currency translation differences
Transactions with owners:

Share issuance
Share based payment

Balance at 31 December 2018

104

HE_T—+F
+-A=t+-HBLt#E

i}

R-E—+tF
—A—BaEEs

2EKE:
EREF

Hit2EKE:
EHESES

RZB-t#
TZAZt-BIER

HE-B-N\%¥
TZRA=+-RLEFE

REEMBREER
FOR B MBHA

RZIZ-N\F
—A—-HM&ER

2EKE:
EREF

Ht2ElE:
ERESES

BEAANRS:
O H]
AR BER 2 3R

RZB-N\f
+ZA=+-RiEH

Attributable to equity holders of the Company

ARREEER ALY

Share Share Other Retained Total

capital premium reserves earnings Equity

S R iafE HityffE REEF EEAE

Note RMB'000 RMB000 RMB000 RMB'000 RMB000
it ARBFL  AREFT  AREFTn  AREFT  ARETR
35,638 243,832 (52,362) 99,773 326,881

- - - 8,981 8,981
- - (938) - (938)

35,638 243,832 (53,300) 108,754 334,924

- - - 731 731

35,638 243,832 (53,300) 109,491 335,661

- - - 12,073 12,073
- S (593) - (593)

22 22,552 119,169 - - 141,721
23 - - 946 - 946
58,190 363,001 (52,947) 121,564 489,808

Jiyi Household International Holdings Limited
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Cash flows from operating
activities

Cash (used in)/generated from
operations

Interest paid

Income tax paid

Net cash (used in)/generated from
operating activities

Cash flows from investing
activities

Payments for property, plant and
equipment

Proceeds from sale of property,
plant and equipment

Net cash generated from/(used in)
investing activities

Cash flows from financing
activities

Proceeds from bank borrowings

Repayments of bank borrowings

Net proceeds from issuance of
ordinary shares

Net cash generated from/(used in)
financing activities

Net increase/(decrease) in cash
and cash equivalents

Cash and cash equivalents at
beginning of the year

Exchange losses on cash and cash
equivalents

Cash and cash equivalents at end

of the year

The notes on pages 106 to 235 are an integral part of these

consolidated financial statements.

REFTHRE

%% (FTA). /P15

EFLE
EATEH

CONSOLIDATED CASH FLOW STATEMENT
mEHREREXR

Note
Bt

nE

SRe
26(a)

REEE (A5

Iﬁ BF F2E
RETHRER
ER YT

HEWE - BFE L&

P15 5K

/JILE

RER

Rz
26(b)

REEESME (FrA)

IE F HRA
METHRERN
RITERATIF

Eﬁﬁﬁfm
BITE R

=1
IE
=4 7]
KIE

BREFE
22

BMEZRMAE ()

H&F5E

ReEkBES

&Y

2, ORd) FH

FNHRERR

HehBeF
ER

FRAEERE

TEEY
BYES

EEEY
20

oo

Year ended 31 December

BE+-A=+t—HILLFE

F1062235E Mt AZEHRE

2018 2017
—EB-NF —E—+F
RMB’000 RMB’000
ANEB¥T T AR E&Fr
(123,268) 9,764
(6,533) (5,862)
(3.286) (2,786)
(133,087) 1,116
9) (3,328)

303 _
294 (3,328)
104,300 155,000
(89,500) (164,800)
141,721 _
156,521 (9,800)
23,728 (12,012)
92,970 105,804
(307) (822)
116,391 92,970

B gk 2 48K
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GENERAL INFORMATION

Jiyi Household International Holdings Limited (the
“Company”) was incorporated in the Cayman Islands on
2 February 2015 as an exempted company with limited
liability under the Companies Law (as revised) of the Cayman
Islands. The address of the Company’s registered office is
Clifton House, 75 Fort Street, PO. Box 1350, Grand Cayman,
KY1-1108, Cayman Islands. The address of its principal place
of business is Room 1405, 14/F., Jubilee Centre, 18 Fenwick
Street, Wanchai, Hong Kong.

The Company is an investment holding company and its
subsidiaries (together, the “Group”) are principally engaged
in the business of sale and distribution of building and
home improvement materials and furnishings and provision
of interior design and engineering services in the People’s
Republic of China (the “PRC"). The controlling shareholder of
the Group is Xinling Limited, a company incorporated in the
British Virgin Islands (“BVI") which is wholly-owned by Ms.
Hou Wei (“Ms. Hou").

The Company had its primary listing on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 6 November 2015.

These financial statements are presented in thousands of
Renminbi (“RMB"), unless otherwise stated.

These consolidated financial statements have been approved
for issue by the board of directors of the Company on 29
March 2019.

1 06 Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of Company have
been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRS") and the
disclosure requirements of the Hong Kong Companies
Ordinance Cap. 622. The consolidated financial
statements have been prepared under the historical cost
convention.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group's
accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements are disclosed in Note 5.

2.1.1 Changes in accounting policies and disclosures

(@) New standards, amendments and
interpretations adopted by the Group

The Group has applied the following new
standards, amendments and interpretations for
the first time for their annual reporting period
commencing 1 January 2018:

e HKFRS 9 Financial Instruments;

#= & B 75 ¥R % B 5

2.1 RBEEXE

RRBFEMBHRERIIRIEFEER
BARMBHREEL ([HEREREE
Al kBB ARG (F622F) KE
RERB e M IBRRIVIZE LK
KEGI R

BREBY B REEANREHIBHRE
BREMETERGER MEX
EEEBAEERBAKEN ST HRREE
LA - P hsEHE RS EEME
MRS S R EERA M B RREL
HEARRMGTHNEE  BHEE
FEMFE5H R ER o

211 B BERBEHEE

@) AEBPTIRAEIZTETER]
CHP G

REBEOR-—T—/\E—A
—BRBNFERSHHEE
IR TR F TR - 85

RBE:

o EBHBEIHEEREI
MR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2
(Continued)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policies and disclosures
(Continued)

(@) New standards, amendments and
interpretations adopted by the Group
(Continued)

HKFRS 15 Revenue from Contracts with
Customers;

e (lassification and Measurement of
Share-based Payment Transactions —
Amendments to HKFRS 2,

e Annual Improvements 2014-2016 cycle;

e Transfers to Investment Property —
Amendments to Hong Kong Accounting
Standard (the "HKAS”) 40, and

e Interpretation 22 Foreign Currency
Transactions and Advance Consideration.

The Group had to change its accounting
policies and make certain retrospective
adjustments following the adoption of HKFRS 9
and HKFRS 15. Most of the other amendments
listed above did not have any impact on the
amounts recognised in prior periods and are not
expected to significantly affect the current or
future periods.

1 08 Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)
2.1 Basis of preparation (Continued) 21 REEE(E
2.1.1 Changes in accounting policies and disclosures 211 Bt BERBEENEE ()
(Continued)
(b) New standards, amendments and (b) FEEFE KRNI AT E
interpretations not yet adopted by the Group R~ BET R 2 FE
Certain new standards, amendments and A THETER  BET R E
interpretations have been published that EREMER - N\F+=
are not mandatory for 31 December 2018 A=+—B®mEHHEL KRR
reporting period and have not been early FlAEMEREREERTF R
adopted by the Group. o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZ:HHEME (£)

(Continued)
2.1 Basis of preparation (Continued) 21 RREE(EF)
2.1.1 Changes in accounting policies and disclosures 211 Bt R RBEENEE (1)

(Continued)

(b) New standards, amendments and (b) N EH E KRNI FT AT E
interpretations not yet adopted by the Group Al 25T R2FE (&)
(Continued)

Effective for accounting
periods beginning
on or after
BT 5 BHAS
ZERBZ
SRHEEX
HKFRS 16 Leases 1 January 2019
BET B REER HE —E-h&F—H—H
£E165%
HK (HKFRIC) 23 Uncertainty over Income Tax Treatments 1 January 2019
58 (BRIBERER FEREEZ THEEMT —E-hF—H—H
BZEg)
BEE23%
Amendments to Prepayment Features with Negative 1 January 2019
HKFRS 9 Compensation
BRI G £R REERFUERBEMHE —E-NAF—H—H
SE95% ({EFTA)
Amendments to Long-term Interests in Associates and Joint 1 January 2019
HKAS 28 Ventures
EAE G EL REtE A REERE REER —E-h&F—H—H
285 (BRI A)
Annual Improvements  Annual Improvements to HKFRS Standards 1 January 2019
Project 2015-2017 Cycle
FEBEER —E-hEE_T-LFBEHZ —E-NAF—H—H
BB WS £ R FE s
1 1 O Jiyi Household International Holdings Limited
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policies and disclosures

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#= & B 75 ¥R % B 5

(Continued)

(b) New standards, amendments and

EXRSTHBEBRE (&)

21 REEXE(E)

interpretations not yet adopted by the Group

(Continued)

Amendments to
HKAS 19

EAGER
F195% (1BETA)

Amendments to
HKAS 1 and
HKAS 28

BAGTEAFIRLK

BB g AR
285k (1851 4)

Amendments to
HKAS 3

EAGER
35 (BFI )

HKFRS 17

BRI mEL£R
E175%

HKFRS 10 and
HKAS 28

BRI mE£R

FIRREFEES

#E R 252857

Plan Amendment, Curtailment or Settlement
CHRE B
Conceptual Framework for Financial Reporting

B R RS S HE SR
Definition of Material

EXMER

Definition of Business

EBHER

Insurance Contracts

RiEAH

Sale or contribution of Assets between an
Investor and its Associate or Joint Venture

REEBARBENF
BEPECZENEELEREE

E-REERERARAA

211 B BERBENEE (5)

(b) F IR HATE
B (2T R ()

Effective for accounting
periods beginning

on or after

BT BH#AS
ZERBEZ
SRHBEEX

1 January 2019
—T-NF—A—H
1 January 2020

—T-TF—A—H
1 January 2020

To be determined

fe) 155 B FE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policies and disclosures
(Continued)

(b) New standards, amendments and

interpretations not yet adopted by the Group
(Continued)

The Group is in the process of assessing the
potential impact of the above new standards,
amendments and interpretations that are
relevant to the Group upon initial application.
According to the preliminary assessment made
by the directors of the Company, except for
HKFRS 16 as described below, management
does not anticipate any significant impact
on the Group's financial position and results
of operation upon adopting the above new
standards, amendments and interpretations.
The management of the Group plans to
adopt these new standards, amendments and
interpretations when they become effective.

1 1 2 Jiyi Household International Holdings Limited
Annual Report 2018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXEHHEME (£)

(Continued)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policies and disclosures
(Continued)

(b) New standards and interpretations not yet
adopted (Continued)

HKFRS 16, “Leases”

Nature of change

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised on
the balance sheet, as the distinction between
operating and finance leases is removed. Under
the new standard, an asset (the right to use
the leased item) and a financial liability to pay
rentals are recognised. The only exceptions are
short-term and low-value leases.

The accounting for lessors will not significantly
change.

21 REEE(E

211 Bt BRRKERRE ()

(b) HAREFAIFETER K 2 FE
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BRMRE LR E 1657
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.1 Basis of preparation (Continued)

=

2.1.1 Changes in accounting policies and disclosures

(Continued)

(b) New standards and interpretations not yet
adopted (Continued)

HKFRS 16, “Leases” (Continued)

Impact

The Group has reviewed all of the Group's
leasing arrangements in light of the new lease
accounting rules of HKFRS 16. The accounting
for lessor will not significantly change. The
standard will affect primarily the accounting for

the Group’s operating leases.

As at the reporting date, the Group has non-
cancellable operating lease commitments
of RMB32,482,000, of which approximately
RMB250,000 relate to short-term leases. The
Group expects that the adoption of HKFRS
16 as compared with the current accounting
policy would result in significant impact on
the Group's assets and liabilities, financial
performance and cash flow classification. Upon
adoption of HKFRS 16, the Group will recognise
a liability reflecting these future lease payments
and right-of-use assets, unless the underlying
asset is of low value or they are short-team

lease, in its balance sheets.

Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXEHHEME (£)
(Continued)

2.1 Basis of preparation (Continued) 21 RBBE(F)

2.1.1 Changes in accounting policies and disclosures 211 BFBREREENEE (52)
(Continued)
(b) [EIARERAB)FTETER R % FE

(b) New standards and interpretations not yet

adopted (Continued)

HKFRS 16, “Leases” (Continued)

Impact (Continued)

The Group's activities as a lessor are not
material and hence the Group does not
expect any significant impact on the financial
statements. However, some additional
disclosures will be required from next year.

Date of adoption

The Group will apply the standard from its
mandatory adoption date of 1 January 2019.
The Group intends to apply the simplified
transition approach and will not restate
comparative amounts for the year prior to its
first adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.2 Subsidiaries

116

2.2.1 Consolidation

A subsidiary is an entity (including a structured
entity) over which the Group has control. The
Group controls an entity when the Group is
exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

(a) Business combinations

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the
former owners of the acquiree and the equity
interests issued by the Group. The consideration
transferred includes the fair value of any
asset or liability resulting from a contingent
consideration arrangement. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date.

Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#= & B 75 ¥R % B 5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@) Business combinations (Continued)

The Group recognises any non-controlling
interest in the acquiree on an acquisition-by-
acquisition basis. Non-controlling interests
in the acquiree that are present ownership
interests and entitle their holders to a
proportionate share of the entity’s net assets in
the event of liquidation are measured at either
fair value or the present ownership interests’
proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All
other components of non-controlling interests
are measured at their acquisition date fair value,
unless another measurement basis is required
by HKFRS.

Acquisition-related costs are expensed as
incurred.

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest in
the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising from
such re-measurement are recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@) Business combinations (Continued)

118

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that is
deemed to be an asset or liability is recognised
in profit or loss. Contingent consideration that
is classified as equity is not remeasured, and its
subsequent settlement is accounted for within
equity.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree
over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling
interest recognised and previously held interest
measured is less than the fair value of the net
assets of the subsidiary acquired in the case of
a bargain purchase, the difference is recognised
directly in the consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(a)

(b)

Business combinations (Continued)

Intra-Group transactions, balances and
unrealised gains on transactions between
Group companies are eliminated. Unrealised
losses are also eliminated unless the transaction
provides evidence of an impairment of the
transferred asset. When necessary, amounts
reported by subsidiaries have been adjusted to
conform to the Group’s accounting policies.

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests
that do not result in a loss of control are
accounted for as equity transactions — that is, as
transactions with the owners of the subsidiary
in their capacity as owners. The difference
between fair value of any consideration paid
and the relevant share acquired of the carrying
amount of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals
to non-controlling interests are also recorded in
equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(c) Disposal of subsidiaries

120

When the Group ceases to have control, any
retained interest in the entity is re-measured
to its fair value at the date when control is
lost, with the change in carrying amount
recognised in profit or loss. The fair value is
the initial carrying amount for the purposes
of subsequently accounting for the retained
interest as an associate, joint venture or
financial asset. In addition, any amounts
previously recognised in other comprehensive
income in respect of that entity are accounted
for as if the Group had directly disposed
of the related assets or liabilities. It means
the amounts previously recognised in other
comprehensive income are reclassified to profit
or loss or transferred to another category of
equity as specified/permitted by applicable
HKFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.2 Subsidiaries (Continued)

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost
less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee's
net assets including goodwill.

2.3 Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-
maker, who is responsible for allocating resources and
assessing performance of the operating segments, has
been identified as the chief executive officer of the
Company that makes strategic decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.4 Foreign currency translation

< 122

(a)

(b)

Functional and presentation currency

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (‘the functional currency’).
The functional currency of the Company and certain
of its overseas subsidiaries is HK dollars (HKD). As
the major operations of the Group are within the
PRC, the Group presents its consolidated financial
statements in RMB, unless otherwise stated.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement
of such transactions and from the translation of
monetary assets and liabilities denominated in
foreign currencies at year end exchange rates are
generally recognised in profit or loss. They are
deferred in equity if they relate to qualifying cash
flow hedges and qualifying net investment hedges
or are attributable to part of the net investment in a
foreign operation.
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= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)
2.4 Foreign currency translation (Continued) 24 HNEBRE (F)
(b) Transactions and balances (Continued) (b) XZERAEE ()

Foreign exchange gains and losses that relate to
borrowings are presented in the income statement,
within finance costs. All other foreign exchange
gains and losses are presented in the income
statement on a net basis within other gains/(losses).

Non-monetary items that are measured at fair
value in a foreign currency are translated using
the exchange rates at the date when the fair value
was determined. Translation differences on non-
monetary assets and liabilities such as equities held
at fair value through profit or loss are recognised in
profit or loss as part of the fair value gain or loss,
and translation differences on non-monetary assets
such as equities classified as fair value through other
comprehensive income are recognised in other
comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ] & B 5

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.4 Foreign currency translation (Continued)

124

(c) Group companies

The results and financial position of all the Group’s

entities (none of which has the currency of a

hyper-inflationary economy) that have a functional

currency different from the presentation currency are

translated into the presentation currency as follows:

(iii)

assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated
at the rate on the dates of the transaction); and

all resulting currency translation differences are

recognised in other comprehensive income.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate. Currency
translation differences arising are recognised in
other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

#= & B 75 ¥R % B 5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXEHHEME (£)

(Continued)

2.4 Foreign currency translation (Continued)

(c) Group companies (Continued)

(iv) Disposal of foreign operation and partial

disposal

On the disposal of a foreign operation (that
is, a disposal of the Group’s entire interest in
a foreign operation, or a disposal involving
loss of control over a subsidiary that includes a
foreign operation, a disposal involving loss of
joint control over a joint venture that includes
a foreign operation, or a disposal involving loss
of significant influence over an associate that
includes a foreign operation), all of the currency
translation differences accumulated in equity
in respect of that operation attributable to the
owners of the company are reclassified to profit
or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation, the
proportionate share of accumulated currency
translation differences are re-attributed to non-
controlling interests and are not recognised in
profit or loss. For all other partial disposals (that
is, reductions in the Group's ownership interest
in associates or joint ventures that do not result
in the Group losing significant influence or
joint control), the proportionate share of the
accumulated exchange difference is reclassified
to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.5

2.6

126

Land use rights

Land use rights are up-front payments to acquire long-
term interests in the usage of land. They are stated at cost
and charged to the income statement over the remaining
period of the lease on a straight-line basis, net of any
impairment losses.

Property, plant and equipment

All property, plant and equipment are stated at historical
costs less accumulated depreciation and impairment
charge. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the income
statement during the financial period in which they are

incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

2.6 Property, plant and equipment (Continued) 26 NE - BERRE(Z)

Depreciation is calculated using the straight-line method
to allocate their cost to their residual values over their
estimated useful lives, as follows:

Buildings (including the property 10-30 years
improvement)

Motor vehicles 5-10 years

Furniture, fittings and equipment 5-10 years

Leasehold improvements 5-10 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

Construction in progress is property, plant and equipment
on which construction work has not been completed and
stated at cost. Cost includes acquisition and construction
expenditure incurred, interest and other direct costs
attributable to the development. Depreciation is not
provided on construction in progress until the related
asset is completed for intended use.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Note 2.9).

Gains and losses on disposal are determined by
comparing the proceeds with the carrying amount and
are recognised within ‘Other income and gains — net’ in

the income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.7 Investment properties

128

Investment properties, principally comprising land use
rights and buildings that are held for leasing purpose,
are measured initially at cost. Subsequent expenditures
incurred in relation to an investment property is included
in the cost of the investment property when it is probable
that the associated economic benefits will flow to the
Group and its cost can be reliably measured; otherwise,
the expenditures are recognised in profit or loss in the
period in which they are incurred.

When an owner-occupied property is transferred for
earning rentals or for capital appreciation, the carrying
amounts of land use rights and buildings are reclassified
as investment property at the date of the transfer.

The Group adopts the cost model for subsequent
measurement of the investment properties. Investment
properties are depreciated or amortised to their estimated
net residual values over their estimated useful lives.
The estimated useful lives, the estimated net residual
values expressed as a percentage of cost and the annual
depreciation/amortisation rates are as follows:

Estimated

useful lives

B ERAFES
Buildings 2+ 21 years 4
Land use rights 1 b {5 FA # 30 years
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

2.7 BEWE(E)

2.7 Investment properties (Continued)

The estimated useful lives, residual values and the
depreciation/amortisation rates applied are reviewed and
adjusted as appropriate at each reporting date.

An investment property is derecognised on disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected.
The net amount of proceeds from sale, transfer,
retirement or damage of an investment property after
its carrying amount and related taxes and expenses is
recognised in profit or loss.

The carrying amount of investment properties is reduced
to the recoverable amount if the recoverable amount is
below the carrying amount (Note 2.9).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.8

2.9

130

Intangible assets

Intangible assets represent computer software. Costs
associated with maintaining computer software
programmes are recognised as an expense as incurred.
Amortisation is calculated using the straight-line basis
to allocate the cost of the computer software over their
estimated useful lives of 5 to 10 years.

Impairment of non-financial assets

Assets that are subject to amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs of disposal and
value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.10 Investments and financial assets
(a) Classification

From 1 January 2018, the Group classifies its

financial assets in the following measurement

categories:

e  those to be measured subsequently at fair value
(either through other comprehensive income or
through profit or loss); and

e those to be measured at amortised cost.

The classification depends on the entity’s business

model for managing the financial assets and the
contractual terms of the cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.10Investments and financial assets (Continued)

< 132

(a)

(b)

Classification (Continued)

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or other
comprehensive income. 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 (the
"FVOCI").

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.

Recognition and derecognition

Regular way purchases and sales of financial assets
are recognised on trade-date, the date on which
the Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights
to receive cash flows from the financial assets have
expired or have been transferred and the Group has
transferred substantially all the risks and rewards of

ownership.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.10Investments and financial assets (Continued)

(c) 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 (the “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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.10Investments and financial assets (Continued)

134

(c) Measurement (Continued)

Debt instruments

Subsequent measurement of debt instruments

depends on the Group’s business model for

managing the asset and the cash flow characteristics

of the asset. There are three measurement

categories into which the Group classifies its debt

instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in finance income
using the effective interest rate method.
Any gain or loss arising on derecognition
is recognised directly in profit or loss and
presented in other gains/(losses) together with
foreign exchange gains and losses. Impairment
losses are presented as separate line item in the
income statement.

Jiyi Household International Holdings Limited
Annual Report 2018

BERETHEBE (£)

2QI0REREREE (£

(9]

T8 (&)

EFETA

B TEZREFEDRN AL
EEREEEZEBRARZIEER
EZRERERH AREKE
BB TANDBES=TETERR:

o  HEHKA: RUMANRE
REMEA ARSREE
BIXNAERMNB 2 EBER
BHEAAGE - ZFEHME
EZMBBARKBERA =R
EET A BN - R EHERR
EER T kaskBRER
RE SR W E A W s
/ (B1R) fh EEONE W s & B
B—Bt5IR < BEB BRI
SmRTIESBILEAB IR



2

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ] & B 51

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXEHHEME (£)

(Continued)

2.10Investments and financial assets (Continued)

(c) Measurement (Continued)

Debt instruments (Continued)

FVOCI: Assets that are held for collection of
contractual cash flows and for selling the
financial assets, where the assets’ cash flows
represent solely payments of principal and
interest, are measured at FVOCI. Movements
in the carrying amount are taken through
other comprehensive income, except for the
recognition of impairment gains or losses,
interest income and foreign exchange gains and
losses which are recognised in profit or loss.
When the financial asset is derecognised, the
cumulative gain or loss previously recognised
in other comprehensive income is reclassified
from equity to profit or loss and recognised
in other gains/(losses). Interest income from
these financial assets is included in finance
income using the effective interest rate
method. Foreign exchange gains and losses
are presented in other gains/(losses) and
impairment expenses are presented as separate
line item in the income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.10Investments and financial assets (Continued)

136

(c¢) Measurement (Continued)

Debt instruments (Continued)

e FVPL: Assets that do not meet the criteria for
amortised cost or FVOCI are measured at FVPL.
A gain or loss on a debt investment that is
subsequently measured at FVPL is recognised
in profit or loss and presented net within other
gains/(losses) in the period in which it arises.

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 other
comprehensive income, 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 gains/(losses) in the income
statement 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)
2.10Investments and financial assets (Continued) 2QI0REREREE (&)
(d) Impairment (d) HE

From 1 January 2018, the Group assesses on a
forward looking basis the expected credit losses
associated with its debt instruments carried at
amortised cost. The impairment methodology
applied depends on whether there has been
a significant increase in credit risk. For trade
receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires
expected lifetime losses to be recognised from
initial recognition of the receivables. See Note 4 for
further details. For other receivables, impairment
are measured as either 12-month expected credit
losses or lifetime expected credit loss, depending
on whether there has been a significant increase
in credit risk since initial recognition. If a significant
increase in credit risk of a receivable as occurred
since initial recognition, then impairment is
measured as lifetime expected credit losses. While
cash and cash equivalents are also subject to the
impairment requirements of HKFRS 9, the identified
impairment loss was immaterial.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.10Investments and financial assets (Continued)

138

(e) Accounting policies applied until 31 December

2017

Classification

Until 31 December 2017, the Group classifies
its financial assets as loans and receivables. The
classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for those that are not
expected to be realised within the normal operating
cycle of the business. These are classified as non-
current assets. Loans and receivables comprise trade
and other receivables, restricted cash and cash
equivalents.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)

(Continued)
2.10Investments and financial assets (Continued) 21I0RERSEMEE (&)
(e) Accounting policies applied until 31 December (e) BZ-_FE—+HF+=-F=+—H
2017 (Continued) ERZEEE (&)
Recognition and measurement ERR G E

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on
which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction
costs are expensed in the consolidated income
statement. Financial assets are derecognised when
the rights to receive cash flows from the investments
have expired or have been transferred and the Group
has transferred substantially all risks and rewards of
ownership. Loans and receivables are subsequently
carried at amortised cost using the effective interest
method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.10Investments and financial assets (Continued)

140

(e) Accounting policies applied until 31 December

2017 (Continued)

Impairment

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are incurred
only if there is objective evidence of impairment as
a result of one or more events that occurred after
the initial recognition of the asset (a ‘loss event’)
and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset
or group of financial assets that can be reliably
estimated.

Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

2QI0REREREE (&)

2.10Investments and financial assets (Continued)

(e) BEXE—F—tF+=HA=1+—H

(e) Accounting policies applied until 31 December

2017 (Continued)

Impairment (Continued)

For loans and receivables category, the amount of
the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
income statement.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss
is recognised in the consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.11 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future
events and must be enforceable in the normal course
of business and in the event of default, insolvency or
bankruptcy of the company or the counterparty.

2.12Inventories

142

Inventories are stated at the lower of cost and net
realisable value. Cost comprising purchases and other
incidental cost, are determined using the weighted
average method. Net realisable value is the estimated
selling price in the ordinary course of business, less
applicable variable selling expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

21IBEFREMEWRTIE

2.13 Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for
impairment. See Note 2.10 for further information about
the Group's accounting for trade and other receivables.

2.14 Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand, deposits held
at call with banks and with original maturities of three
months or less.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.15Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

2.16 Trade payables

144

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Trade payables are classified as current
liabilities if payment is due within one year or less (or in
the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

Q176N EERERE

2.17 Contract assets and contract liabilities

Upon entering into a contract with a customer, the Group
obtains rights to receive consideration from the customer
and assumes performance obligations to transfer goods
or provide services to the customer. The combination of
those rights and performance obligations gives rise to a
net asset or a net liability depending on the relationship
between the remaining rights and the performance
obligations. The contract is an asset and recognised as
contract assets if the measure of the remaining rights
exceeds the measure of the remaining performance
obligations. Conversely, the contract is a liability and
recognised as contract liabilities if the measure of the
remaining performance obligations exceeds the measure
of the remaining rights.

2.18 Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.19 Borrowing costs

General and specific borrowing costs directly attributable
to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

2.20 Government grants

146

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognised in the income statement over the period
necessary to match them with the costs that they are
intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred government grants and are credited to the
income statement on a straight-line basis over the
expected lives of the related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.21 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this
case, the tax is also recognised in other comprehensive
income or directly in equity, respectively.

(a) Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company'’s subsidiaries and associates
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.21 Current and deferred income tax (Continued)

148

(b) Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition of
goodwill, the deferred income tax is not accounted
for if it arises from initial recognition of an asset
or liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset
is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised only to
the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

221 BN RESEFR S8 (42)

2.21 Current and deferred income tax (Continued)

(b) EEZFEH (&)

(b) Deferred income tax (Continued)

Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising from
investments in subsidiaries, associates and joint
arrangements, except for deferred income tax
liability where the timing of the reversal of the
temporary difference is controlled by the Group
and it is probable that the temporary difference
will not reverse in the foreseeable future. Generally
the Group is unable to control the reversal of the
temporary difference for associates. Only when
there is an agreement in place that gives the Group
the ability to control the reversal of the temporary
difference in the foreseeable future, deferred tax
liability in relation to taxable temporary differences
arising from the associate’s undistributed profits is
not recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and joint
arrangements only to the extent that it is probable
the temporary difference will reverse in the future
and there is sufficient taxable profit available against
which the temporary difference can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.21 Current and deferred income tax (Continued)

(c) Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle
the balances on a net basis.

2.22 Employee benefits

< 150

Pension obligations

In accordance with the rules and regulations in the PRC,
the PRC based employees of the Group participate in
various defined contribution retirement benefit plans
organised by the relevant municipal and provincial
governments in the PRC under which the Group and the
employees are required to make monthly contributions to
these plans calculated as a percentage of the employees’
salaries, subject to certain ceiling. The municipal and
provincial governments undertake to assume the
retirement benefit obligations of all existing and future
retired PRC based employee payables under the plans
described above. Other than the monthly contributions,
the Group has no further obligation for the payment
of retirement and other post-retirement benefits of
its employees. The assets of these plans are held
separately from those of the Group in an independent
fund managed by the PRC government. The Group's
contributions to these plans are expensed as incurred.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

2.22 Employee benefits (Continued) 202EEEF (&)

Housing funds, medical insurances and other social
insurances

Employees of the Group in the PRC are entitled to
participate in various government-supervised housing
funds, medical insurance and other employee social
insurance plan. The Group contributes on a monthly
basis to these funds based on certain percentages of the
salaries of the employees, subject to certain ceiling. The
Group's liability in respect of these funds is limited to the
contributions payable.

2.23 Share-based payment

Share option scheme

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees, consultants and customers as
consideration for equity instruments (options) of the
Group. The fair value of the services received in exchange
for the grant of the options is recognised as an expense.
The total amount to be expensed is determined by
reference to the fair value of the options granted:

e including any market performance conditions;
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.23 Share-based payment (Continued)

152

Share option scheme (Continued)

e excluding the impact of any service and non-market
performance vesting conditions; and

* including the impact of any non-vesting conditions.

Non-market performance and service conditions are
included in assumptions about the number of options
that are expected to vest. The total expense is recognised
over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied. In
addition, in some circumstances employees may provide
services in advance of the grant date and therefore the
grant date fair value is estimated for the purposes of
recognising the expense during the period between
service commencement period and grant date. At the end
of each reporting period, the Group revises its estimates
of the number of options that are expected to vest
based on the non-marketing performance and service
conditions. It recognises the impact of the revision to
original estimates, if any, in the income statement, with a
corresponding adjustment to equity.

Jiyi Household International Holdings Limited
Annual Report 2018

2

BERETHEBE (£)

223 R BERMNR (F)

BRETE (&)

s TEBREMBRARERIEHSE
BB BIRT &

o BREEMEEEGRMT-

FMHRRERB IR RIBERBE
HIR B BRESE R ERERT - JIE
AXMESRERBHER BB
HIRNTT & B 45 E R & IR 1T B9 B -
AN AFELEER T - BE R R
B2 BB AR TS - Bt & (A A R X
H B EREY R B DA TE SR AR 75 5 40 HA
EREAHZHEANFRX R ®
TR AREEREFEMBRAR
RIS ERE AT EHSRENRE
RIEHE - E W s R EREFT R K
AAEEZTE(WNA)  LWHEsET
HERFE



Ah?ﬂESTZ)THEIINMSO[HZNHH)FWMAAK]ALSHATEWMHVIS
#= & B 75 ¥R % B 5

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

2.23 Share-based payment (Continued) 223 UBRBHERNR (EF)

Share option scheme (Continued)

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share capital

(nominal value) and share premium.

2.24 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been
reliably estimated. Restructuring provisions comprise
lease termination penalties and employee termination
payments. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to passage of time is recognised as interest expense.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.25Revenue recognition

j 1ss

(a) Revenue from contracts with customers

Revenue is measured at the fair value of the
consideration received or receivable for the sales
of goods and services in the ordinary course of
the Group's activities. Revenue is shown, net of
discounts and after eliminating sales with the Group
companies. The Group recognises revenue when the
amount of revenue can be reliably measured; when
it is probable that future economic benefits will flow
to the entity; and when specific criteria have been
met for each of the Group’s activities, as described
below.

Revenues are recognised when or as the control of
the asset is transferred to the customer. Depending
on the terms of the contract and the laws that apply
to the contract, control of the asset may transfer
over time or at a point in time. Control of the asset
is transferred over time if the Group’s performance:

e provides all of the benefits received and
consumed simultaneously by the customer;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.25Revenue recognition (Continued)

(a) Revenue from contracts with customers

(Continued)

e creates and enhances an asset that the
customer controls as the Group performs; or

e does not create an asset with an alternative use
to the Group and the Group has an enforceable
right to payment for performance completed to
date.

If control of the asset is transferred over time,
revenue is recognised over the period of the contract
by reference to the progress towards complete
satisfaction of that performance obligation.
Otherwise, revenue is recognised at a point in time
when the customer obtains control of the asset.

The progress towards complete satisfaction of the
performance obligation is measured based on the
Group's efforts or inputs to the satisfaction of the
performance obligation, by reference to the contract
costs incurred up to the end of reporting period
as a percentage of total estimated costs for each
contract.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXEHHEME (£)
(Continued)

225 AR (&

(a) BEFHEHKA (&)

s AEEBARAEILIRAR
FrRrzEsle & E %

o REMEUAKEEERNRR
B EE BARSKE A58
HITERENBEESE K
JE #)EB 7 B FRIA -

W& EE IR RER W
E2EZRECHNHPBTKENE
BREEETHER - BRI Wan
BEPESEEZFRRNEX K
HE EE?J\ °

STRBHE EREE D ER A K
BRTRBEOEEMELNH
FRAETHE LLEBER
THRELENSOXNANEERS
N R N S AT

E-REERERARAA 155

—m— )\



!

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.25Revenue recognition (Continued)

156

(a) Revenue from contracts with customers

(Continued)

In determining the transaction price, the Group
adjusts the promised amount of consideration
for the effect of a financing component if it is
significant.

Construction contract revenue

For construction contract services, the Group's
performance creates or enhances an asset or
work in progress that the customer controls as the
asset is created or enhanced and thus the Group
satisfies a performance obligation and recognises
revenue over time, by reference to completion of
the specific transaction assessed on the basis of the
costs incurred up to the end of the reporting period
as a percentage of total estimated costs for each
contract.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EAXZHHEME (£)
(Continued)

225 AR (&)

2.25Revenue recognition (Continued)

(a) BEFHEHKA (&)

(a) Revenue from contracts with customers

(Continued)

Sale of goods — wholesale

The Group sells a range of furniture and household
building materials. Sales are recognised when
control of the products has transferred, being when
the products are delivered to the wholesaler, the
wholesaler has full discretion over the channel and
price to sell the products, and there is no unfulfilled
obligation that could affect the wholesaler’s
acceptance of the products. Delivery occurs when
the products have been shipped to the specified
location, the risks of obsolescence and loss have
been transferred to the wholesaler, and either the
wholesaler has accepted the products in accordance
with the sales contract, the acceptance provisions
have lapsed, or the Group has objective evidence
that all criteria for acceptance have been satisfied.

No element of financing is deemed present as the
sales are made within a credit term of 360 days,
which is consistent with market practice.

As 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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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

2.25Revenue recognition (Continued)

< 158

(a)

(b)

(9]

Revenue from contracts with customers
(Continued)

Sale of goods — retail

The Group operates a chain of retail stores selling
household furniture and household building
materials. Revenue from the sale of goods is
recognised when a Group entity sells a product to
the customer.

Interest income

Interest income is recognised on a time-proportion
basis using the effective interest method. When
a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being
the estimated future cash flows discounted at
original effective interest rate of the instrument,
and continues unwinding the discount as interest
income. Interest income on impaired receivables is
recognised using the original effective interest rate.

Rental income

Rental income is recognised in profit or loss on a
Straight-line basis over the terms of the leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.26 Leases

Leases in which a significant portion of the risks and
rewards of ownership are not transferred to the Group as
lessee are classified as operating leases. Payments made
under operating leases (net of any incentives received
from the lessor) are charged to profit or loss on a straight-
line basis over the period of the lease.

Lease income from operating leases where the Group is a
lessor is recognised in income statement on a straight-line
basis over the lease term. The respective leased assets are
included in the balance sheet based on their nature.

2.27 Dividend distribution

Dividend distribution to the company’s shareholders
is recognised as a liability in the Group's financial
statements in the period in which the dividends are
approved by the Company’s shareholders or directors,
where appropriate.

3 CHANGES IN ACCOUNTING POLICIES

The Group adopted HKFRS 9 and HKFRS 15 from 1 January
2018, which result in changes in accounting policies (new
policies are described in Note 2) and adjustments to the
amounts recognised in the consolidated financial statements.

= & B 75 ] & B 51

2 EEETHRSE (&)

226HE

7 HE O 4B X B0 0 LB A (B S S R AR
S8 (ERARA) FENHEED 7%
REME-RELLHE AR
(?DB@QtH%H}\LISZHXE’JEﬂﬁﬁbi) :
REEHAAEREEREIR

RER (EREBA)KEHREZES
WAREEHNRE AR W e R E
R-EHEHEEERBEMEIAE
EREXR-

227 RE 7K

AIARR AR D KB ERA R R
RAESF (ER) HAEREN BT
AEBHMBHRRAERREE-

B BRREH

AEEBE T/ \F—A—BEDEAE
B IS ER BT R E B G RELER
155 WWEMEBRELE ) (B
AR 2 B ) KR A B IS R Mg
R RRBIERE

- REERERERAT
“=_ jzzg 159

‘\V/



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 CHANGES IN ACCOUNTING POLICIES (Continued)

In accordance with the transitional provisions of HKFRS 9,
comparative figures have not been restated. Adjustments to
carrying amounts of financial assets or liabilities are recognised
at the beginning of the current reporting period, with the
difference recognised in opening retained earnings.

3.1 Impact on the financial statements
The following table shows 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 below.

Consolidated balance sheet (extract) &HABEEER (i)

Contract assets BNEE
Due from customers on construction  JEEFE TRRAHZE
contracts
Contract liabilities aHaE
Due to customers on construction EREFPIRANFE
contracts
Trade and other payables B R EMERFTE
Trade and other receivables B S REMEYGR
Deferred income tax assets ELEMBHEE
Retained earnings REBM
/ 1 60 Jiyi Household International Holdings Limited
\ Annual Report 2018
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RIBFBWBREERNFEISRBREME - I
BEIAELRBEF HEMEEXAR
ZIREEED ZHBRARE M OER
mEERHTRE B R -

3.1 BUBHREROTE

TRRIEEFARERZHE -

WEHININZEEESHTE 2HA -
BRARHBRBEERNR N FAARA -

31 December 1 January
2017 2018
“E-tf
+=A —E-N\E§
=1+-H = Rd=
As
originally

presented HKFRS9  HKFRS 15 Restated
BANE BEUE
REEL  HREED
25 $95 155 K&
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARETE ARETR

= = 51,517 51,517
51,517 = (51,517) =
= S 13,606 13,606

3,240 - (3,240) -
10,366 = (10,366) =
247,284 982 = 248,266
1,750 (245) S 1,505
108,754 737 S 109,491



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 CHANGES IN ACCOUNTING POLICIES (Continued)

3.2 HKFRS 9 Financial Instruments — Impact of adoption

HKFRS 9 replaces the provisions of HKAS 39 Financial
Instruments (“HKAS 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.
HKFRS 9 also significantly amends other standards
dealing with financial instruments such as HKFRS 7
Financial Instruments — Disclosures.
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The total impact on the Group's retained earnings RZZE-—N\F—-—A—B AEEHNR
and reserves due to classification and measurement of BRANKFEHEHRNEMIAENSER
financial instruments as at 1 January 2018 is as follows: EXINEENT
Retained
earnings
REAF
Note RMB’000
P &E AREFT
Increase in impairment provision for B 5 RYGKIERE K
trade receivables and contract assets BERBEREDILM (@) (982)
Increase in deferred tax assets relating SR EREEBEN
to impairment provisions iR E A I8 & EE B35 AN 245
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3 CHANGES IN ACCOUNTING POLICIES (Continued)

3.2 HKFRS 9 Financial Instruments — Impact of adoption

162

(Continued)
(a) Impairment of financial assets
The Group has four types of financial assets at

amortised cost subject to HKFRS 9's new expected
credit loss model:

Trade receivables

e  (Contract assets

Other receivables
e  Restricted cash and cash equivalents
The Group was required to revise its impairment

methodology under HKFRS 9 for each of these
classes of assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 CHANGES IN ACCOUNTING POLICIES (Continued)

3.2 HKFRS 9 Financial Instruments — Impact of adoption
(Continued)

(a) Impairment of financial assets (Continued)

(i)

Trade receivables and contract assets

For trade receivables and contract assets,
the Group applies the simplified approach to
providing for expected credit losses prescribed
by HKFRS 9, which requires the use of the
lifetime expected loss provision for all trade
receivables and contract assets. RMB982,000
was reversed in retained earnings as at 1
January 2018 for those trade receivables and
contract assets whose credit risk has been
assessed as low and for which the impairment
methodology described in note 4.1(c) has
been applied. Note 4.1(c) reconciles the loss
allowance as at 1 January 2018 to that at the
end of the year.
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3 CHANGES IN ACCOUNTING POLICIES (Continued) 3 BIFNBESH(£)

32 BRMBHRELENFIRSHMT AR
g8 (E)

3.2 HKFRS 9 Financial Instruments — Impact of adoption
(Continued)
(a) EHEERE (&)

(a) Impairment of financial assets (Continued)

(i) Other receivables (i) EmEWKIE

16

The Group has determined that reliably
assessing the probability of default at the
initial recognition of each financial asset
classified as other receivable would result in
undue cost and effort. As permitted by HKFRS
9, the credit provision is measured as either
12-month expected credit losses or lifetime
expected credit loss, depending on whether
there has been a significant increase in credit
risk since initial recognition. The adoption of the
expected loss approach under HKFRS 9 has not
resulted in any additional impairment loss for
other receivables as at 1 January 2018.

(iif)  Restricted cash and cash and cash equivalents

Restricted cash and cash and cash equivalents
are also subject to the impairment of HKFRS 9,
the identified impairment loss was immaterial.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 CHANGES IN ACCOUNTING POLICIES (Continued)

3.3 HKFRS 15 Revenue from Contracts with Customers —

Impact of adoption

Impairment losses of financial assets are presented
separately in the income statement. As a result, the
Group presented impairment losses amounting to
RMB2,600,000 as “Net impairment losses on financial
assets” in the income statement for the year ended 31
December 2018.

The Group has adopted HKFRS 15 Revenue from
Contracts with Customers from 1 January 2018 which
resulted in changes in accounting policies. The Group
adopted HKFRS 15 using the modified retrospective
approach which means that the cumulative impact of the
adoption (if any) will be recognised in retained earnings
as at 1 January 2018 and that comparatives will not be
restated.

Reclassifications were made as at 1 January 2018 to
be consistent with the terminology used under HKFRS
15. Contract assets previously presented as “due from
customers on construction contracts” and contract
liabilities previously presented as “due to customers on
construction contracts” were reclassified as at 1 January
2018 to align with the terminology used under HKFRS 15.
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3 CHANGES IN ACCOUNTING POLICIES (Continued)

3.3 HKFRS 15 Revenue from Contracts with Customers —

166

Impact of adoption (Continued)

The Group does not expect to have any contracts with
material consideration where the period between
the transfer of the promised goods to the customer
and payment by the customer exceeds one year. As a
consequence, the Group does not adjust any of the
transaction prices for the time value of money.

Other than the reclassification of contract assets and
contract liabilities, the adoption of HKFRS 15 did not
result in any impact to the retained earnings as at 1
January 2018 as the timing of revenue recognition on
sales of products and provision of services is not changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT

4.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: foreign exchange risk, interest rate risk, credit risk
and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group's financial performance.

Group treasury identifies and evaluates in close co-
operation with the Group's operating units. The board
provides written principles for overall risk management,
as well as written policies covering specific areas, such as
foreign exchange risk, interest rate risk, credit risk, non-
derivative financial instrument and investment of excess
liquidity.

(a) Foreign exchange risk

The Group is exposed to foreign exchange risk
arising from various currency exposures, primarily
with respect to HKD. Foreign exchange risk arises
from future commercial transactions, recognised
assets and liabilities and net investments in foreign
operations.

The Group manages its exposures to foreign
currency transactions by monitoring the level of
foreign currency receipts and payments. The Group
ensures that the net exposure to foreign exchange
risk is kept to an acceptable level from time to
time. The Group is presently not using any forward
exchange contracts to hedge against foreign
exchange risk as management considers its exposure

minimal.
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4

FINANCIAL RISK MANAGEMENT (Continued)

4.1 Financial risk factors (Continued)

168

(a)

(b)

Foreign exchange risk (Continued)

As of 31 December 2018, the directors considered
that the Group did not bear significant foreign
exchange risk as the amount of financial assets and
liabilities denominated in foreign currency was not
material (2017: Same).

Interest rate risk

Other than bank balances with variable interest
rates, the Group has no other significant interest-
bearing assets. Management does not anticipate
significant impact to interest-bearing assets resulted
from the changes in interest rates, because the
interest rates of bank balances are not expected to
change significantly.

As the Group has no long-term borrowings,
management considers the exposure to interest rate
risk is low.

Jiyi Household International Holdings Limited
Annual Report 2018
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4 FINANCIAL RISK MANAGEMENT (Continued) 4 BKRKRER(£)

1 MBEBEE (F

4.1 Financial risk factors (Continued)

(c) Credit risk ) EEREE

The Group is exposed to credit risk if counterparties
fail to make payments as they fall due in respect of:

e trade receivables and contract assets

e other receivables

e  Restricted cash and cash and cash equivalents

From 1 January 2018, the following credit risk
modelling applies:

The Group considers the probability of default upon
initial recognition of financial asset and whether
there has been a significant increase in credit risk on
an ongoing basis at each reporting date. To assess
whether there is a significant increase in credit risk
the Group compares the risk of a default occurring
on the asset as at the reporting date with the risk
of default as at the date of initial recognition. It
considers available reasonable and supportive
forwarding-looking information. Especially the
following indicators are incorporated:

e internal credit rating

e  external credit rating
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4 FINANCIAL RISK MANAGEMENT (Continued)

4.1 Financial risk factors (Continued)

170

(c) Credit risk (Continued)

actual or expected significant adverse changes
in business, financial or economic conditions
that are expected to cause a significant change
to the borrower’s ability to meet its obligations

actual or expected significant changes in the
operating results of the borrower

significant increases in credit risk on other
financial instruments of the same borrower

significant changes in the expected
performance and behaviour of the borrower,
including changes in the payment status of
borrowers and changes in the operating results
of the borrower.

Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued) 4

4.1 Financial risk factors (Continued)

(c) Credit risk (Continued)

To measure the expected credit losses of trade
receivables, trade receivables have been grouped
based on shared credit risk characteristics and
the days past due. The expected credit losses also
incorporate forward looking information. The loss
allowance provision as at 1 January 2018 and 31

December 2018 are determined as follows:

= & B 75 ] & B 51

MR EE (&)

4.1 MBEABEZE (&

() FEmE (&)

RETEE S RKHIBBNEREER
BB BHRBHBERELXEDN
EERBSHB LB HREETS
HoTEEE BB B I AT AR *
ER-RZZTE-—NF—A—BK
ZE-NF+ZA=1+—HHE

BEEREETOT:

(i) Trade receivables and contract assets () EZENZTEREEE
Over 0 to
1year Over1to  Over2to Over
Current certain 2 years 3 years 3 years Total
1 January 2018 —Z2-N\F-A-H WE BE-F -FEWF WMFEZF HBZF Bt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREKTR ARETT ARKTR ARETR ARBTR
Customers in relation to BERRTRIBRE
interior design and HENEFR
engineering services
Effective expected loss rate ERESEER - - - 30.00% - 0.13%
Gross carrying amount REAE - 26,530 1,344 127 237 28,238
Loss allowance provision EREERRR - - = (38) = (38)
Customers in relation to BHERSHER
sale and distribution of HENEF
merchandise
Effective expected loss rate ERESEER 0.16% 1.10% 20.94% - - 0.05%
Gross carrying amount REAE 157,422 1,821 287 = = 159,530
Loss allowance provision HREBER (255) (20) (60) - = (335)
E-RERBERERAR 171
T FFR

‘\W/



b

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

4 FINANCIAL RISK MANAGEMENT (Continued)

4.1 Financial risk factors (Continued)

172

(c) Credit risk (Continued)

(i) Trade receivables and contract assets

(Continued)

31 December 2018

Customers in relation to
interior design and
engineering services

Effective expected loss rate

Gross carrying amount

Loss allowance provision

Customers in relation to
sale and distribution of
merchandise

Effective expected loss rate

Gross carrying amount

Loss allowance provision

4 UHERERE)

4.1 MHRRABRREER (&)

() =EmRE (&)

() EBZEUFBEREIEE

(#%&)
Over 0 to
1year Over1to  Over2to Over
Current certain 2 years 3 years 3 years Total
“Z-N\FE+ZA=t+-H e ZE-5 -5EZME MEE=F BE=F Fo
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR AR%TrR ARETR ARBTRT AR®Tn AR%Tx
RERRTRIBRE
HENER
EREHEEX - - - 65.28% = 0.11%
FEBE S 78,650 6313 144 = 85,107
BEEREE - - - (94) = (94)
RPEERIHER
HENER
EREHEEX 0.16% 209%  100.00%  100.00% = 1.70%
FHRBE 88,481 79,615 783 287 = 169,166
FREEEE (143) (1,666) (783) (287) = (2,879)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 FINANCIAL RISK MANAGEMENT (Continued)

4.1 Financial risk factors (Continued)

(c) Credit risk (Continued)

(i

Trade receivables and contract assets
(Continued)

The loss allowance provision for trade
receivables reconciles to the opening loss
allowance for that provision as follows:

= & B 75 ] & B 51

4 UHEBER (&)
1 MBREBREE (&)
(0 EFEmERE (&)

() EBEZEUFBELEFEE
(%)

B 5 RWGRIA 2 E R R R
HERBRE 2 HRNT

Trade
receivables
EZEWAE
RMB'000
AREFT
At 31 December 2017 R-_E—tH+-_A=+—H
(calculated under HKAS 39) (IREEF B e EL
F399RETHE) 1,355
Amounts restated through opening BBEVRBRENEY R
retained earnings (982)
At 1 January 2018 R-_ZE—N\F—HA—H
(calculated under HKFRS 9) (IRIEEFBT GRS EL
FHRATHE) 373
Provision for impairment B 5 RYGRIE 2 BB R
on trade receivables 2,600
At 31 December 2018 R_E—-N\F+A=+—H
(calculated under HKFRS 9) (IRIEEF BT EHREEL
FRFHE) 2,973

The Group considers the expected credit loss of
contract assets is low, as there was no historical
credit loss for contract assets and the relevant
credit risk will be low with reference to forward
looking information.

AEBRB AHNEEZTR
HEEBEE/AE AR

BESEBBEENEENE
EER BER2RAEEER
B EERRAIE-

E-REERERARAA
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4 FINANCIAL RISK MANAGEMENT (Continued)

4.1 Financial risk factors (Continued)

1

(c) Credit risk (Continued)

(i) Other receivables

Other receivables mainly includes deposits and
others receivables. The Group considers that
they have low credit risk.

(if)  Restricted cash and cash and cash equivalents

To manage risk arising from restricted cash
and cash and cash equivalents, the Group
mainly transacts with state-owned or reputable
financial institutions in the PRC and reputable
international institutions outside of the PRC.
The expected credit loss is close to zero.

(d) Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and cash equivalents
and the availability of funding through an adequate
amount of committed credit facilities.

The Group’s primary cash requirements have been
for additions of and upgrades on property, plant
and equipment, payment of debts and payment
for purchases and operating expenses. The Group
finances its working capital requirements through
a combination of internal resources and bank
borrowings, as necessary.

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure it
maintains sufficient cash and cash equivalents and
has available funding through adequate amount of
committed credit facilities to meet its working capital
requirements.

Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)
4.1 Financial risk factors (Continued)
(d) Liquidity risk (Continued)

The following table details the remaining contractual
maturities at each of the reporting dates of the
Group's financial liabilities, which are based on
contractual undiscounted cash flows (including
interest payments computed using contractual rates
or, if floating, based on interest rates at the year-
end dates) and the earliest date the Group may be
required to pay.
As at 31 December 2017 R==
Trade and other payables (*) BH5 K
Borrowings, including interest payables B
As at 31 December 2018 R==
Trade and other payables (*) BH5 K
Borrowings, including interest payables EE
* It excluded advances from customers, other taxes

payables, salaries and staff welfare payables, accrued

operating lease expenses and withholding individual

income tax in respect of dividends.

= & B 75 ] & B 51

BEERER (&)
1 BIERARREE (£
(d) FEEZELERE ()
TERHVNESREBPAEE SR
BEMNBRTAENINEE  HEE
BHXRMRReRE (BEER
EHFNERS (MAEZE)BEBERF
REBORERAENFESL M)
MAREEREAENIAHREER
BEASH -
Less than
1 year
—FR
RMB’000
AR¥T T
—tH+=-HA=+—H
B {th JE T FRIA(*) 35,547
BIEESF S 91,704
127,251
—-\F+=ZHA=+—8H
E {th BT FRIA(*) 77,749
BIEEMNF B 105,765
183,514
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4

FINANCIAL RISK MANAGEMENT (Continued)

4.2 Capital management

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

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce
debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as total borrowings divided by total
capital. Total borrowings referred to “bank borrowings”
as shown in the consolidated balance sheets. Total capital
is calculated as “equity” as shown in the consolidated
balance sheets plus total borrowings.

The gearing ratios at 31 December 2018 and 2017 were
as follows:

4. UBHEABER (F)

42 EXRER

AEEEREANEREERELAE
B ELENEE SN URBIREHRD
B R EMAN SRR E IR M A I

HBREEAR %MM&§$W$

AR GAREREE  AEEAH
BRMANTRENKRE 58 BITHR
ma & & E UBIRE TS

HEEREMAE - NEEREE
IR RETIRE R - XL RIZE B
BRIAB RN BB (BB RA
BEBBERMARH TIRTTIER] - BEX
BB A BERBERBRA [HE5
M EERERERAHE -

R_BE-N\FR_FT—tF+_H
:+-EWE&K$@T-

As at 31 December

Bank borrowings
Total equity

Total capital

Gearing ratio

!
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R+=—BA=+—8”
2018 2017
—E-N\&E —E—+F
RMB’000 RMB’000
AR¥FT AR T
103,000 88,200
489,808 334,924
592,808 423,124
21% 26%




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 FINANCIAL RISK MANAGEMENT (Continued)

4.3

4.4

Fair value estimation

The financial instruments carried at fair value by valuation
method are analysed into three levels as follows:

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

e 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).

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

The Group has no financial assets and liabilities that are
measured at fair value as at 31 December 2018 (2017:
Nil)

Fair value of financial assets and liabilities measured
at amortised cost

The fair values of financial assets and liabilities measured
at amortised cost approximate their carrying amounts.

= & B 75 ] & B 51

4. BHEBER (&)

4.3

4.4

AV

IEEEAE AR FEARN SR T
BEOMABNAT =ERE&:

s HAEEEXBBENEBRMESNR
(R 7%&(%-&%

|

|:|H-

o FHMEUINEEREEN
EER(AMER KEE (MRA
ER)NABEREABE (F -
) e

o EBENABAFNUABEMSH
EREENG ABE (AT #
R ARE) (F=4)

RZZE-NF+-A=+—B %%
B BEAFEAENEREERR
BE(ZF—LF &) -

BRERAHEZ SMAERBE
AVE

HESHX AT EZEREERARZ
NHEEEREERS

- REERERERAT
Tw jzEg 177

\\\\A//r‘



!

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amount of assets and liabilities
within the next financial year are discussed below.

(a) Revenue recognition

The Group recognised revenue from interior design and
engineering services by measuring the progress towards
complete satisfaction of the performance obligation
at year end. The progress was measured based on
the Group's efforts or inputs to the satisfaction of the
performance obligation, by reference to construction cost
incurred up to the balance sheet date as a percentage
of total estimated cost for each project. Significant
assumptions are required to estimate the total contract
costs and in making these estimates, management
has relied on past experience and industry knowledge.
Management monitors the progress of the contracts and
reviews periodically the estimated total costs for each
contract as the contract progresses. If the actual costs
differ from management’s estimates, the revenue, cost of
sales and provision for foreseeable losses will be adjusted.

1 78 Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(b) Useful lives of property, plant and equipment

(0

The Group’'s management determines the estimated
useful lives of its property, plant and equipment and
consequently the related depreciation charges. This
estimate is based on the historical experience of the
actual useful lives of property, plant and equipment of
similar nature and functions. It could change significantly
as a result of technical innovations and competitor actions
in response to severe industry cycles. Management will
increase the depreciation charge where useful lives are
less than previously estimated lives, or it will write off or
write down technically obsolete or non-strategic assets
that have been abandoned or sold.

Expected credit loss of trade receivables and
contract assets

The policy for impairment of trade receivables and
contract assets of the Group is based on the evaluation
of recoverability and aging analysis of trade receivables
and contract costs as well as other quantitative and
qualitative information and on management'’s judgement
and assessment of the forward-looking information.
Significant judgement and estimates is required in
assessing the ultimate realisation of these receivables,
based on the current creditworthiness, the past collection
history and subsequent settlements of each customer. If
the financial conditions of customers of the Group were
to deteriorate, resulting in an impairment of their ability
to make payments, additional provisions may be required.
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5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(d) Provision for inventories

(e)

180

In determining the amount of allowance required for
obsolete and slow-moving inventories, the Group
evaluates ageing analysis of inventories and compares
the carrying value of inventories to their respective net
realisable values. A considerable amount of judgment is
required in determining such allowances. If conditions
which have impact on the net realisable value of
inventories deteriorate, additional allowances may be
required.

Income taxes and deferred taxation

The Group is subject to income tax in different
jurisdictions. Estimation and judgment is required in
determining the amount of the provision for income
tax. There are transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that were
initially recognised, such differences will impact on the
income tax and deferred taxation provisions in the period
in which such determination is made.

In accordance with the corporate income tax laws in the
PRC, a 10% withholding tax will be levied on the dividend
declared by Guangdong Jiyi Household Building Materials
Chain Co., Ltd. ("Jiyi Household") established in the PRC
to their foreign investors starting from 1 January 2008.
During the year, the directors reassessed the dividend
policy of its major subsidiary established in the PRC, Jiyi
Household. Based on the Group's current business plan
and financial position, no retained earnings as at 31
December 2018 of Jiyi Household will be distributed to
its non-PRC registered intermediate holding company. No
deferred tax liability has been provided by the Group for
the earnings expected to be retained by Jiyi Household
and not to be remitted out of the PRC in the foreseeable
future.

Jiyi Household International Holdings Limited
Annual Report 2018

5

BEET At RAE (&)

(d) #E&RE

(e)

REERERFHEFTENRESR
o AEREFEFERREDN - LA
FENEMERES SR ERFEE
hR-REEARBRERALETAE
HIEN - R 2 B 17 B 7] E R IFE AR
BACRSBAIE L BRINEA -

Fri8 % RIEE B IR

AEBEANRZERDEERERFAE
Bo-NEEMSHEREBRRFIFL
At kA -REERX S M ET N
ME REBXRBEEFREFEHA
REHDIAEEL T AE- M EEE
MRRBEBEREIRNTHERE
B AEHRERBEEFLERET
HIRIE AT 1S 3 OB XE TR TR R A

RIBPEECERFETE EPBEMKIL
MERE-REEMEHABRAA
(E—xRE]BEZTENF—A—H
A EFEIMEE E S IRH B REK
10% M FENT - RAFE - NARES
EMFAEE—RE (ERBKIZZE
EMBAR) ZIRBEEK - RIEAEE
R RBE S RMBRN &K
BEEE-_FT-N\F+-_A=1—RH1
BREBNK DR TELIEETR BT
e R R AR - AEBE Y ELE
—RERBEREANATAEELHRIE
EHRENBNEBEMETCHRES

X



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION

The chief operating decision-maker (“CODM") has been
identified as the chief executive officer of the Company. The
chief executive officer reviews the Group’s internal reporting
in order to assess performance and allocate resources.
The chief executive officer has determined the operating
segments based on these reports. The chief executive officer
considers the business from product and service perspectives,
and determines that the Group has the following operating
segments:

(i)  Sale and distribution of merchandise; and

(i) Provision of interior design and engineering services

The CODM assesses the performance of the operating
segments mainly based on the segment revenue and gross
profit of each operating segment. As the CODM did not use
the analysis of the assets and liabilities to allocate resources
or evaluate the performance of the operating segments, the
Company did not assess the total assets or total liabilities for
any of the reportable segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

6 SEGMENT INFORMATION (Continued)

The segment information provided to the CODM for the

reportable segments is as follows:

DWER (&)

BRI ¥R E D BRI E B ERKRERHND
MERT :

Year ended 31 December

BE+t-A=+t—HLEE

2018 2017
—E-N\F —E—tF
RMB’000 RMB 000
AR¥ T AR¥TF T
Segment Revenue 2 EUA
— Sale and distribution of merchandise —HERDHEEMm
Total segment revenue DEP A 425 326,815 346,176
Inter-segment revenue 7 EPEUA (38,722) (29,535)
Revenue from external customers REIIEFEBA 288,093 316,641
— Provision of interior design and — R EANRG R ITERE
engineering services
Total segment revenue pal= PN 312,748 105,174
Inter-segment revenue 7 2B WA (1,363) (5,847)
Revenue from external customers RBEIINBEF KA 311,385 99,327
599,478 415,968
1 8 2 Jiyi Household International Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (Continued)

Segment Cost

— Sale and distribution of merchandise

— Provision of interior design and
engineering services

Segment gross profit

— Sale and distribution of merchandise

— Provision of interior design and
engineering services

6

2 EB AR A

—3HE R HE m

—RHEARTK
TR

2 EEF

—3HE R HEm

—RHEART K
TR

DEER (&)

= & B 75 ] & B 51

Year ended 31 December

BE+tZ-A=1t—HLHEE

2018 2017
—E-N\EFE —E—+F
RMB’000 RMB'000
AR¥T T ABRBFT
264,719 271,788
278,807 91,107
543,526 362,895

Year ended 31 December

BE+-A=+t—HILLFE

2018 2017
—EB-N\F —E 4
RMB'000 RIMIB'000
ANE®T T AR For
23,374 44,853
32,578 8,220
55,952 53,073
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

6 SEGMENT INFORMATION (Continued)

6 HER (&)

Year ended 31 December

BE+-A=+—BLEFE

2018 2017

—E2-N\F —T—+tF

RMB’000 RMB'000

AR FT AREFT

Segment gross profit 2EER 55,952 53,073
Other income and gains — net H A A R Was 5 88 550 732
Selling expenses HERX (15,075) (18,243)
Administrative expenses TR (13,670) (14,969)
Net impairment losses on financial assets SREE ZRERIEFRE (2,600) =
Finance costs — net B SR A 558 (7,020) (5,895)
Income tax expense FS B (6,064) (5,717)
Profit for the year FREA 12,073 8,981

During the year, all revenues of the Group were derived from
the PRC.

Non-current assets are mainly located in PRC as at 31
December 2018 (2017: Same).

For the year ended 31 December 2018, revenue of
approximately RMB117,943,000 and approximately
RMB69,961,000, accounting for approximately 20%
and approximately 12% of the Group's total revenue,
respectively were derived from two external customers, (2017:
approximately RMB47,479,000, approximately 11.4%). These
revenues were attributed to the provision of interior design
and engineering services segment.

1 84 Jiyi Household International Holdings Limited
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FRAKEMRERABAREHRE -

RZB—-N\F+_A=+—RH FERPE
EFXFBURHE (ZT—tF 4R)-

HE-_Z—N\F+ZA=+—8L*HF
E#AR%117,943,000T R AR
69,961,0007T Z Yg A (5 Bll4f 7 5 B 48 Uk
AK20% K 412% ) REMBINBEF
(ZZE—tF : H ARM47,479,0007T ' 49
11.4% ) - ZEF WA T EBRIBHERNES
R Ti2ARME D ER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

SEGMENT INFORMATION (Continued)

(a) Assets and liabilities related to contracts with
customers

The Group has recognised the following assets and
liabilities related to sale and distribution of merchandise:

Contract assets EHEE
Contract liabilities aHaE

The Group has recognised the following assets and
liabilities related to interior design and engineering service

contracts:
Contract assets EHEE
Contract liabilities eEHaE

DEER (&)

HEEFHEHBNENEERARE

AREBEDHERATEEE LD HEm

FRANEENRERE:
31 December 1 January
2018 2018
—E-N\¥ —T-NF
+=A —A
=+-—H —A
RMB’000 RMB’000
AR¥FT AR®TFT
2,355 10,366
REECDHERATHEAR M IE

REANEENEERARE:

31 December 1 January
2018 2018
—E-N\F¥ —ET-N\F
+=A —AH
=+-—H —A
RMB’000 RMB'000
AR¥Fr ARBETT
194,312 51,517
456 3,240

— R R AT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

6 SEGMENT INFORMATION (Continued) 6 DEHEHR(E)

(a) Assets and liabilities related to contracts with
customers (Continued)

(i) Revenue recognised in relation to contract
liabilities

The following table shows how much of the revenue
recognised in the current reporting period relates to
carried-forward contract liabilities.

Sale and distribution of merchandise 4% & % $5 7 &
Interior design and engineering services Z= MR aH & T2 R

1 86 Jiyi Household International Holdings Limited
Annual Report 2018

() BEFHBANSHNEEREE (&)

(i) BEHNEEEBHEZKA

TRETRARE M 2 REA
TREEANRERBEE-

Year ended 31 December

BE+-A=t—HLEE

2018 2017
—E-N\F —E—+F
RMB’000 RMB'000
AR¥T T ABRBFT
9,855 5,264
3,240 1,554
13,095 6,818




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (Continued)

(a) Assets and liabilities related to contracts with
customers (Continued)

(iij) Unsatisfied long-term engineering contracts
The following table shows unsatisfied performance

obligations resulting from fixed-price long-term
interior design and engineering service contracts.

= & B 75 ] & B 51

DEER (&)

() BEFHBNENEERER (&

(i) XETHRAIEEH
TRETBEEERRAEANRE
RIRERBEOFEENRET
BHEE-

As at 31 December

R+=—HA=+-—-8

2018 2017

—E-N\E —E—tF

RMB’000 RMB’000

AR¥Fr AREFT

Aggregate amount of the transaction R+ _-A=+—H

price allocated to long-term PEREHSHTE
engineering contracts that are RAETHRIAIRE
partially or fully unsatisfied BN FERERE

as at 31 December 899,475 Note Fff&E

Note:  Pursuant the transitional provisions of HKFRS 15, the
transaction price allocated to (partially) unsatisfied
performance obligations as at 31 December 2017 is

not required to be disclosed.

i REESMBREENEISH
BB XN R
—EFtoA=tF 9@§
(39) KEIBOEEDHR
EREERE-

- REERERERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

6 SEGMENT INFORMATION (Continued)

(a) Assets and liabilities related to contracts with

customers (Continued)

188

(iii) Unsatisfied long-term engineering contracts

(Continued)

Management expects that 52% of the transaction
price allocated to the unsatisfied performance
obligations as at 31 December 2018 amounting to
approximately RMB464,620,000 will be recognised
as revenue in the following year. The remaining
48% of the balance amounting to approximately
RMB434,855,000 will be recognised in 2020 and
2021. The amounts disclosed above do not include
variable consideration which is constrained.

All other service contracts are for periods of one year
or less or are billed based on time incurred. Pursuant
to the HKFRS 15, the transaction prices allocated to
these unsatisfied contracts are not required to be
disclosed.

Jiyi Household International Holdings Limited
Annual Report 2018

6 HER (&)

() BEFHBANSHNEEREE (&)

(iii) XBITHRHLIEESHK (&

EEEEG R NF+=
A=+—HAPREREKBHE
IR ZERES2% BN AR
464,620,0007T ' A T —F 1R
BN o T #848% K K5 82 ) A R
#5434,855,000t N T F

T FHR LAEED
SETBEEZRBRHNATERE-

B EMARSE SO HBRS—F
AR - HARFE E LW
E-REFBHMBHRSELFES
W DEEERFARETA
N ZEREARKE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6 SEGMENT INFORMATION (Continued)

= & B 75 ] & B 51

6 oHER (&)

(b) Disaggregation of revenue from contract with (b)

customers

The Group derives revenue from the transfer of goods in

the following major product lines at a point in time and

the provision of interior design and engineering services

in the following major service lines over time:

Sale and distribution of merchandise
— recognised at a point in time

— Building materials

— Home improvement

— Furnishings

Provision of interior design and
engineering services
—recognised over time

— Household

— Corporate

HE LD HEm
— PR B R
—

—REEB
—RE

REERNR LTRSS
— [ 5 A e 28

—KJE
—%

DIFREEFHEHBA

REEZ WARRRERX — R EFE
BATEIZEMGNEmAE—RH
BRI IA T = ERG R EANRFT
N T2 AR -

Year ended 31 December

BE+-A=t+-ALEE

2018 2017
—E-N\EF —E—+F
RMB’000 RMB'000
AR¥T T ABRBFT
248,186 257,193
20,817 38,745
19,090 20,703
288,093 316,641
641 1,571
310,744 97,756
311,385 99,327
599,478 415,968

- REERERERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

7 OTHER INCOME AND GAINS - NET 7 HaARWEFEE

Year ended 31 December

BE+-A=+—BLEFE

190

2018 2017

—E-N\F —T—+tF

RMB'000 RMB’000

AR FT ARETFT

Rental income HeBA 787 -
Government grants relating to costs BB 2N B B I8 4 B - 905
Others Hh, (237) (173)
550 732

Jiyi Household International Holdings Limited
Annual Report 2018




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

8 EXPENSES BY NATURE 8 BRMEEIIMNEEX

BIEHERA  HERAX RITHRAX A
30 NE

Expenses included in cost of sales, selling expenses and
administrative expenses are analysed as follows:

Year ended 31 December

BE+t-A=+t—-HLHFE

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AR¥Fr ARBTFT
Cost of inventories sold BEEFEKA 262,619 270,595
Cost of services provided ERHRBEKA 274,546 87,966
Depreciation of property, plant and ME HWERREBITE
equipment (Note 14) (Kiat14) 7,738 8,776
Amortisation of land use rights (Note 16) T bR AR (At T6) 96 96
Amortisation of intangible assets B EEEIH 58 54
Employee benefit expenses (Note 9) EERNAX (K#it9) 10,480 12,454
Rental fees and property management fees fEZRALKYEXEERER 4,381 4,471
Other tax expenses EMFHIER Y 1,976 2,050
Provision for/(Reversal of) FEMR RS, (BE)
write-down of inventories (Note 18) (B1at18) 641 (588)
Reversal of impairment of trade and other & 5 I E th FE UK FRTE A &
receivables and prepayments (Note 19) A R IE R E B [
(K17E19) (272) (1,660)
Auditor’s remuneration — audit services % BRI & B — Z BARES 1,650 1,650
Delivery and installation expenses B RERAX 1,195 1,251
Travel expenses ZERFEX 846 800
Share options expenses BRI X 789 -
Other expenses HEh 5,528 8,192
Total @t 572,271 396,107
— R AT
TR Ee 191
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

9 EMPLOYEE BENEFIT EXPENSES (INCLUDING 9 EERAMAX (BEESHH)
DIRECTORS’ EMOLUMENTS)
Year ended 31 December
BE+-—A=1+t—HLEFE
2018 2017
—E-NF —E—+F
RMB’000 RMB’000
AE%F AREFT
Wages, allowance and bonus T8 B NIEA 9,096 10,358
Share options granted to directors RTESFRESZBERE
and employees 127 -
Retirement scheme contributions (a) RIRETEIME TR @) 660 1,037
Other social insurance and housing funds EmueRBREEEARES 597 1,059
10,480 12,454
(a) Pensions — defined contribution scheme (a) BAhE - REMMETE
Employees of the Group’s PRC subsidiaries are required PR EARKNESESLHEE TN
to participate in a defined contribution retirement T & I8 I GE VR R FE BB (SR Y Eﬂ‘%J"
scheme administered and operated by the local municipal REBME M RIETEELHE
government. The Group contributes funds which are REBMRKENEHES ﬁﬁ%@
calculated on fixed percentage of 14% for the year Z-T-)\FTZA=1T—HILFE
ended 31 December 2018 (2017: 14%~15%) of the MHREBIRETRARENEES
employees’ salaries (subject to a floor and cap) as set by F2(RETREER)NEEE D
local municipal governments to each scheme locally to t14% (ZZF—+F : 14%E15% ) &t
fund the retirement benefits of the employees. C
1 9 2 Jiyi Household International Holdings Limited
Annual Report 2018



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ] & B 51

9 EMPLOYEE BENEFIT EXPENSES (INCLUDING 9 EERIRZ(BHEESHFM) (&)

DIRECTORS' EMOLUMENTS) (Continued)

(b) Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year include four directors (2017:
four) whose emoluments are reflected in the analysis
shown in note 30. The emoluments paid to the remaining
one individual (2017: one) during the year ended 31
December 2018 are as follows:

Wages, allowance and bonus TIT& =REEREA
Share options B AR
Retirement scheme contribution RIREH B

During the year, no directors or any of the five highest
paid individuals of the companies now comprising the
Group waived any emoluments and no emoluments were
paid by the companies now comprising the Group to
any of the directors or five highest paid individuals as an
inducement to join or upon joining the companies now
comprising the Group or as compensation for loss of
office.

(b) EEBZSHFMAL

REEBRAFENRTRESHFHMA
THERONAES (2Tt
) E BB FE 308 3 4 A SR o
RBE_Z—-\F+-_A=t—HL
FEXNTHT B (ZT—tF:—
F)ANTHEHBMT

Year ended 31 December

BE+t-A=1t—HLHEE

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

AREFIT AEETT

738 763
7 _
16 16
761 779

RAFE WEARERFETER
ANEEREAAEREHMALR
ZEAHFHM EAKERKETER
A EAEMNEEIARZHIHMA
TN HFMERBEFMAKREE R
AT &R AR RZE S E R
B(E -

- REERERERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

9 EMPLOYEE BENEFIT EXPENSES (INCLUDING 9
DIRECTORS’ EMOLUMENTS) (Continued)

(b) Five highest paid individuals (Continued)

The emoluments of the individual fell within the following

band:

Emolument band il < &5 [

Nil — HKD 1,000,000 Z —1,000,0007% 7T
1 94 Jiyi Household International Holdings Limited

Annual Report 2018

BERANAX (BRESHM) (&)

(b) EEEBHFMAL (F)

BRI A LB SR TEE A :

Number of individual

BRA L AH
2018 2017
A —F—tF




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 FINANCE COSTS - NET

Finance income: — Interest income on
short-term bank deposits

Finance costs: — Interest expense on

bank borrowings
Interest expense on long-term receivables
Others

Net finance costs

= & B 75 ] & B 51

10 BAFE Ak AN F R

FATSUA
— 52 B ERIT A AR A B IR A

FATEROA -
—RITHE A B
RERYG IR 2 M B HX

Hitp

BB AN B8R

Year ended 31 December

BE+tZ-A=1t—HLHEE

2018 2017
—E-N\EFE —E—+F
RMB’000 RMB'000
AR¥T T ABRBFT
(224) (118)

6,594 5,964

650 -

- 49

7,244 6,013

7,020 5,895

E-REERERARAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

11 INCOME TAX EXPENSE

Current income tax
Deferred income tax (Note 21)

The taxation on the Group’s profit before income tax differs
from the theoretical amount that would arise using the tax rate

applicable to profit of the Group as follows:

Profit before income tax

Tax calculated at the tax rate of 25%
Difference in overseas tax rates
Expenses not deductible for tax purposes
Temporary differences for which

no deferred tax assets were recognised

11 FIEFHEX

BUHAFT1S %1
RIEFTISEL (Ha221)

BR P15 75 Bt )

B ER25%T BRIHIR

BINRERZ 25

AR R TR 2 B 32

AERRELCHEAEE L
ERMEE

1 96 Jiyi Household International Holdings Limited
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Year ended 31 December

BE+-A=+—BLEFE

2018 2017
—E-N\F —E—+tF
RMB’000 RMB'000
AR¥FiT AR For
8,529 5,677
(2,465) 40
6,064 5,717

R ER (B B P 1S A A A 1 RO B TR SRR AR A
RAKEGEHN MR RFENERESEA N
TEE:

Year ended 31 December

BE+-A=+t—HLLFE

2018 2017
—E-N\F —E—LF
RMB’000 RMB'000
AR¥ T ARETT
18,137 14,698
4,534 3,675
1,264 -

168 1,424

98 618

6,064 5,717
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE (Continued)

Cayman Islands income tax

The Company is incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law of the Cayman Islands and accordingly, is exempted from
the Cayman Islands income tax.

BVI income tax

The Company’s subsidiary in the BVI was incorporated
under International Business Companies Act of the BVI and,
accordingly, is exempted from the BVI income tax.

Hong Kong profits tax

Entities incorporated in Hong Kong are subject to Hong Kong
profits tax at a rate at 16.5% for the year ended 31 December
2018 (2017: 16.5%) on the estimated assessable profit for the
year. No Hong Kong profits tax had been provided for as there
was no business operation that is subject to Hong Kong profits
tax during the year.

= & B 75 ] & B 51

11 FrB8%iREx (&)

MEREREH

ARBIRBERAERERRENHAERSE
MR AR RBER AT Bl - B2
MFESEEMEHR-

KEBEZHERER

ARBZHBARRIRR B LA S E
REEARDANEBRE XA SEMAL
At ER BN EBRELBESHEH -

ERMEHR

REBIMAINERBEE_T—/\F
T A=+ —RUEFEARAFEGEE
R N165% (ZFE—+F:16.5% )8
BEANEBM -HRFRNILB|AZNEEF
BHHNEKLEE R ARBTEMNERIE
R o

E-REERERARAA
T/ FFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

1"

198

INCOME TAX EXPENSE (Continued)

PRC enterprise income tax (“EIT")

The entities incorporated in the PRC are subject to EIT. All PRC
enterprises are subject to a standard EIT rate of 25%.

PRC withholding tax (“WHT")

According to the applicable PRC tax regulations, dividends
distributed by a company established in the PRC to a foreign
investor with respect to profits derived after 1 January 2008
are generally subject to a WHT of 10%. If a foreign investor
incorporated in Hong Kong meets the conditions and
requirements under the double taxation treaty arrangement
between the PRC and Hong Kong, the relevant withholding
tax rate will be reduced from 10% to 5%. During the year, the
directors of the Company reassessed the dividend policy of its
major subsidiary established in the PRC, Jiyi Household, based
on the Group’s current business plan and financial position. No
retained earnings as at 31 December 2018 of Jiyi Household
will be distributed to its non-PRC registered intermediate
holding company and as such, no deferred tax liability has
been provided by the Group for the earnings expected to be
retained by Jiyi Household and not to be remitted out of the
PRC in the foreseeable future.

Jiyi Household International Holdings Limited
Annual Report 2018

11 FrB8%iREk (&)

REIREREH ([REMEHR])

R BIEMAR S W E RS AR EME
B BT A B R Bl (b R B IR R (DR
BB R25% MM RIS -

hEIEMH ([RAH])

RIBER AT BEBRBER R BIKILH
NEAR—TTNF— A — B 2R AR
MEIFRIMEE & 2 KA SBE BBN10%
BB - MR BB E MK LARINEEE
HEPEEFE LNEEHB RO
TR R AR E - AIEBEFRMBE R XA
E10%[E25% - RFER > RRAREFRIE
68 B3R Iy B R 5 A B M B BB AR E R Y
HEEPEKINTIZMNBRARAE—RE
MBEERR - E—RER-_FT—N\F+=
A=1T—BYERERNEDIRTEILIE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 51

12 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year.

Profit attributable to equity holders of
the Company (RMB'000)

Weighted average number of ordinary
shares in issue (thousands of shares) (a)

Basic earnings per share
(RMB cents per share)

(a)

As disclosed in note 22, the Company completed the

12

)
:~|> =
Al 7

ZAYNGIL: S5 SR WN =D
(AR%®TT)

BT E R Z I
(FAZ) (a)

(a)

rights issue of 172,800,000 new shares and placing of

86,400,000 new shares during the year. The number

of total issued shares of the Company increased from

432,000,000 to 691,200,000.

BRAEF

o

BRERBMN RN A EIESFTE AEE
i AR AF R B 1T 2 B BB FIH 2

Year ended 31 December

BE+-A=1t—-BHLEE
2018 2017
—E-N\EFE —E—+tF
12,073 8,981
509,405 432,000

)

2.37 2.08
MIFE22FT IR - MR AREIE T

B DA AR 75 23 17172,800,000A% 37 AR
12 & Bc #86,400,0008% ¥ AZ 19 c A A
A2 B1TA D 48 211£432,000,000 /1%

JnZ691,200,000% °

E-REERERARAA
T/ FFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ] & B 5

12 EARNINGS PER SHARE (Continued)

(b) Options

Share options granted to employees, consultants as
well as customers under the share option scheme are
considered to be potential ordinary shares. They are
included in the determination of diluted earnings per
share if they are dilutive. Details relating to the options are
set out in note 23.

The 36,000,000 share options granted on 2 November
2018 are not included in the calculation of diluted
earnings per share because they are anti-dilutive for the
year ended 31 December 2018.

(©) For the years ended 31 December 2018 and 2017,
diluted earnings per share are the same as basic earnings
per share due to the absence of dilutive potential ordinary
shares as at 31 December 2018 and 2017.

13 DIVIDEND

The directors of the Company do not propose payment of a
final dividend for the year ended 31 December 2018 (2017:

Nil).

200
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12 RER (&)

(b)

e

REBEEFERTREE BREEE
B 2 R B R AR A T A R AR o M %
SHERAFEEER  MRFBR
RRETSREERNFAA - H
R 2 A BB MT FE23 -

R-E-—NF+-AZBENE
36,000,005 B 347 43 \ 5 B8 8
FENZHE RRAXRBE-T
—NFr=A=t—RLEFEABR
B

BE_T-N\Er_F—tF+_H
“t+-RLFE SREERNES
BEABMNER RASR=-F—N
FR-F—tF+_A=1+—HAUE
BEEELEK-

13 RE
ARTEFTRERBE-T—N\F+=
A=+—B L RERM EARBRE (=
TLFE)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#= & B 75 ¥R % B 5

14 PROPERTY, PLANT AND EQUIPMENT 14 Y% BERRE
Furniture,
Motor fittings and Leasehold  Construction
Buildings vehicles equipment improvements  in progress Total
BRE £
BF AE L] HE#E HEIR wst

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ABETT ARBTT ARETT ARETT ARETT ARETT

Year ended 31 December 2017 BE_ET—+F+=A

=t RILFE
Opening net book amount HERFE 41,188 3,716 431 9,947 19,967 75,249
Additions RE - 103 610 92 5,410 6,215
Transfer [z £ - - - 20,201 (20,201) -
Disposals HE - 3) 2) - = (5)
Depreciation e (1,765) (475) (150) (6,386) = (8,776)
Exchange difference EREH - (168) - - - (168)
Closing net book amount BREmFE 39,423 3,173 889 23,854 5,176 72,515
Year ended 31 December 2017 HE_Z2—+F

TZAZT-HLEE

Cost yiN 51,392 4,588 2,023 51,649 5,176 114,828
Accumulated depreciation Z2itiNE (11,969) (1,415) (1,134) (27,795) - (42,313)
Net book amount REFE 39,423 3,173 889 23,854 5,176 72,515
Year ended 31 December 2018 BE-_T-N\F

TZAZ+-RLEEFE
Opening net book amount BOEREEE 39,423 3173 889 23,854 5176 72,515
Additions NE - - 9 = = 9
Transfer to Investment properties BB Z KR A%

(Note 15) (B1i215) (1,232) - - - - (1,232)
Other transfer HipEs 923 - = (468) (455) =
Disposals HeE - (270) (6) (5,158) (174) (5,608)
Depreciation e (1,772) (441) (257) (5,268) = (7,738)
Exchange difference ERER - 56 - - - 56
Closing net book amount BRRETE 37,342 2,518 635 12,960 4,547 58,002
Cost P A 50,592 4,026 1,104 46,359 4,547 106,628
Accumulated depreciation ZEHE (13,250) (1,508) (469) (33,399) S (48,626)
Net book amount EEFE 37,342 2,518 635 12,960 4,547 58,002

- REERRRERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

14 PROPERTY, PLANT AND EQUIPMENT (Continued) 14 NE- -BERSEE ()

!// \\\\

The Group’s buildings are located in Mainland China. The lease
period of land use rights on which the buildings are located is
38 years. As at 31 December 2018, the remaining lease period
of such Group's land use rights was 30.67 years (2017: 31.67
years).

As at 31 December 2018, bank borrowings of RMB103,000,000
(2017: RMB79,000,000) were secured by land use right,
investment properties and property, plant and equipment at
the carrying amount of RMB2,582,000 (2017: RMB2,823,000),
RMB1,377,000 (2017: Nil), RMB33,397,000 (2017:
RMB42,246,000) (Note 25), respectively.

Depreciation of property, plant and equipment has been
charged to the consolidated income statement (Note 8) as

follows:
Selling expenses HERX
Administrative expenses THAX
2 O 2 Jiyi Household International Holdings Limited
Annual Report 2018

AREBREFARFEAM - EFHEMNL
tFAERASFE - R —\Ft+=
A=+—H ' BRAAREET AR Tk
THHEIA30.76F (ZF— Lt F :31.67F) °

R_ZE—NE+_A=+—8 817
FAE#103,000,0007T (ZF —+4F:
A R #79,000,0007T) 2 Bl FEBREE 4 A
R#2,582,000c(— T —+F: AR¥
2,823,0007T) * A R#1,377,0007T (= F
—tF:F) AR¥33,397,000T (=&
—+F: AR¥42,246,0007T) K L 301
R IREBMEARYZE  BRE K& EE T
(Bf5E25) °

ME BEREENFEERGEA KEX
(PHH:E8) %I BRI T

Year ended 31 December

BE+t-A=t—HLEE

2018 2017
—E-N\F T+
RMB’000 RMB’000
AR¥T T ABR®FT
5,909 6,264
1,829 2,512
7,738 8,776
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15 REME

As at 31 December

15 INVESTMENT PROPERTIES
R+=—B=+-—8
2018 2017
—E-NF —E—+tF
RMB’000 RMB’000
AR¥FT ARBTFT
Opening balance at 1 January R—A—BzH9&EeH - =
Transfer from property, plant and EEWE HEREE
equipment (Note 74) (Hat14) 1,232 =
Transfer from land use rights (Note 16) wE R (Hat16) 145 =
R+-—A=+—H
Z HARAEER 1,377 -

Closing balance at 31 December

RREMERBRER SR

Year ended 31 December

Amounts recognised in profit or loss for investment properties:
BE+-BA=+—BHLEE
2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AR¥ T AR®TFT
Rental income RPN 787 -
Direct operating expenses from property EEHeBRAZYE
that generated rental income ZHEERLERX -
TEERSWAZME
ZEEELERX -

Direct operating expenses from property
that did not generate rental income

E-REERERARAA
T/ FFER
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15

16

204

INVESTMENT PROPERTIES (Continued)

The Group's investment properties are located in Mainland
China. The lease period of land use rights of which the
investment properties are located is 38 years. As at 31
December 2018, the remaining lease period of such Group's
land use rights was 30.67 years (2017: 31.67 years).

As at 31 December 2018, bank borrowings of RMB103,000,000
(2017: RMB79,000,000) were secured by land use right,
investment properties and property, plant and equipment at
the carrying amount of approximately RMB2,582,000 (2017:
RMB2,823,000), RMB1,377,000 (2017: Nil), RMB33,397,000
(2017: RMB42,246,000) (Note 25), respectively.

As at 31 December 2018, the fair value of investment
properties is RMB9,424,000.

LAND USE RIGHT

HA ) B DB
B3N (Hazs)

Opening net book amount
Amortisation (Note 8)
Transfer to Investment properties (Note 15)

H R AR FE

Closing net book amount

Jiyi Household International Holdings Limited
Annual Report 2018

HREREME (HE15)

15 REWE (&)

AEBRMREMEMRFBEAML - KRED
ERER T AR AT R F
—N\E+-A=+—8 AEXAEE Lt
FREZRGAER3067F (T —+
F:31.674)

R-_ZE—NE+_-_A=+—8 R7E
FA R #103,000,0007T (ZZF —+4F:
AR #79,000,00070) % 5l B EREE 4 A
R#2,582,000 (ZE—+&F: AR
2,823,0007T) * AR ¥1,377,000C (=&
—tF: %) AR®¥33,397,000T (=&
—+ 4 AR#42,246,0007T ) H) £ Hb {5
E-RREMEARME BE RREER
# (M5E25) ©

RZZE—-NE+A=1+—H8 &EWYE
ZNFEAEANR9,AL424,0007T °

16 T ibfE AR

Year ended 31 December

BE+t-A=+t—HLEE

2018 2017
—E-N\E —E—+F
RMB’000 RMB'000
AR¥Fi AR For
2,823 2,919

(96) (96)

(145) -

2,582 2,823
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16 LAND USE RIGHT (Continued)

Cost [N
Accumulated amortisation S £
Net book amount BREFE

The Group’s land use rights are located in Mainland China. The
lease period of land use rights is 38 years. As at 31 December
2018, the remaining lease period of the Group’s land use
rights was 30 years (2017: 31 years).

As at 31 December 2018, the bank borrowings of
RMB103,000,000 (2017: RMB79,000,000) of the Group were
secured by land use rights, investment properties and property,
plant and equipment of the Group at the carrying amounts
of approximately RMB2,582,000 (2017: RMB2,823,000),
RMB1,377,000 (2017: Nil) and RMB33,397,000 (2017:
RMB42,246,000) (Note 25), respectively.

= & B 75 ] & B 51

T fERRE (&)

As at 31 December

R+=—B=+-—H
2018 2017
—E-N\EFE —E—+F
RMB’000 RMB'000

ARBEFT ABRBETT

3,437 3,630
(855) (807)
2,582 2,823

REBO T FE AL NP R A + 1
FRAENESEAF - R_T—\F+=
A=1+—8 K&EE+iFEBE2RHHE
HAR30E (ZE—+4F:314F) -

R-ZE—N\FE+-A=+—8 KEEIRTT
& A R #103,000,0007C (ZF—+4:
AR ¥79,000,0007T) 7 Bl A E BRHI{E
HARME2582,000 (ZE—+EF: AR
#2,823,0007T) * A R #1,377,0007T (=
T—+%:F) K&K AR¥33,397,0007T (=
T—+F: AR¥A42,246,0007T) #) T3 (E
FATE - IR BEYME AR E - BRE RS EEER
# (ME25) -

- REERRRERAT
"z jzzg 205
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17 SUBSIDIARIES 17 MIEA A

206

Principal Particulars of issued Proportion of Proportion of
Place of incorporation activities and share capital and ordinary shares ordinary shares
Company name and kind of legal entity place of operation debt securities directly held by parent held by the Group
SRR LBER BRTRAR BRAFEE rEAREL
RAEH HRERER TEXBREENY EBESZwHE BEZEBRLA EERLA
2018 2017 2018 2017
ZB-NE | ZBtE | ZB-NE | Z2-tF
(%) (%) (%) (%)
Directly owned:
HERE:
Zhan Yun Holdings Limited BVI, limited liability company  Investment holding, British 50,000 ordinary shares of 100% 100% 100% 100%
RBEERERAA RBRAHE AR2A Virgin Island USD1 each
BEER ZBEZES  S0000REH
AEIETHERR
Indirectly owned:
]S L
Jiyi Investments Limited Hong Kong, Investment holding, 1 ordinary share of - 100% 100%
E-REBRAF limited liability company Hong Kong HK$ 1 each
ik BRAT REZR B REREEIET
HEBR
Jiyi Entertainment Limited Hong Kong, Investment holding, 1 ordinary share of 100% 100% -
E-FRREBRAR limited liability company Hong Kong HK$1 each
B BRAR REER & REREEIETH
ey
LRk
Meizhou Jisheng Household Building PRC, Investment holding RMB2,000,000 - 100% 100%
Materials Company Limited limited liability company & &2 M} AR 2,000,000
BNTEBEEENERAR PEERAA
Guangdong Jiyi Xinya Decoration and PRC, Provision of interior design ~ RMB10,100,000 - 100% 100%
Design Construction Company Limited limited liability company and engineering services A K#10,100,0007
BRE-ERESRIIRERLA HE ARRAF REZRRHRIRRH
Shanghang County Jiyi Household PRC, Sales of household building ~ RIMB3,000,000 - 100% 100%
Building Materials Company Limited limited liability company materials AR %3,000,0007
g -FRENERAR PEERAA HERERM
Zhongshan Jiyi Household Building PRC, Sales of household building  RIMB1,300,000 - 100% 100%
Materials Company Limited limited liability company materials AR 1,300,000
PUTE-FERNERAR PEERAA BERERM
Changting County Jiyi Household Building ~ PRC, Sales of household building ~ RMB1,000,000 - 100% 100%
Materials Company Limited limited liability company materials AR #1,000,0007
RIGE-FERNBRAR - ARAF HERERH

All the companies now comprising the Group have adopted 31
December as their financial year-end date.

Annual Report 2018

Jiyi Household International Holdings Limited
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18 INVENTORIES 18 FE&

As at 31 December

R+=—B=+—H
2018 2017
—E-N\E —E—+tF
RMB’000 RMB’000
AR¥TF T AR For
Merchandises 7 42,318 38,489
Less: provision for impairment of inventories & : 17 & Jal (B # & (1,003) (362)
Inventories — net FEFE 41,315 38,127

The cost of inventories included in cost of sales and cost of
providing services during the years ended 31 December 2018
amounted to RMB537,165,000 (2017: RMB358,561,000).

Movements on the Group's provision for impairment of
inventories are as follows:

BE-_ZT—-N\FE+-_A=1+—HILEE"
FTAHE N RIRH R AHFER AR
A AR ¥537,165,000t (ZZE—tF: A
FR#358,561,0007T ) °

AEBNFEREREEHWT

As at 31 December

BR+=—BA=+—H

2018 2017

—2-NEF | —T-t%

RMB’000 RMB’000

AR¥FTT AR TFT

At beginning of the year F7) 362 950
Provision for/(reversal of) write-down of GFEMREE, (#E)

inventories 641 (588)

At end of the year FR 1,003 362

The write-down of inventories to net realizable value amount
to RMB641,000 (2017: Reversed RMB588,000). These were
recognized as an expense during the year ended 31 December
2018 and included in “cost of sales” in income statement.

MWRFEEZ 2R FE/ARK641,0007T
(ZF—+F: B EBARKKS88,0007T) ° &
E-T-)\FE+_A=+—HIEE %
ZLHOHERAEMI LI AR ZETA (58
ERA] Ao

- REERRRERAT
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19 TRADE AND OTHER RECEIVABLES

Current portion

Trade receivables due from third parties (a)

Trade receivables due from a related
party (a) (Note 28)

Trade receivables

Less: allowance for impairment of trade

receivables

Trade receivables — net

Prepayments

Less: allowance for impairment of
prepayments (b)

Prepayments — net

Notes receivable

Deposits

Deductible input VAT

Proceeds receivable from disposal of
leasehold improvements (c)

Other receivables

Non-current portion

Deposits (d)

Proceeds receivable from disposal of
leasehold improvements (c)

The fair values of trade and other receivables approximate to

their carrying values.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

19 EZRHEAMERKIR

REBD

FEWE =778 B WA
R — 2B E S
FEWFRIE(a) (H1aE28)

B 5 WA
B ) e WK IR
IR

B 5 WA —F8
At RIE
R FEA OB BE B D)

B RIE—FE

e

75

EINBERERR S

HEHEREZ
FEM P 1S 5 A ()

Ho Al & Y 5K0R

FREEBD

®& ()
HEHEREZ
B PR 15 KR (©)

GEEER

Jiyi Household International Holdings Limited
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As at 31 December

R+=—HA=+-—-H

2018 2017
—E2-N\F —T—+F
RMB’000 RMB'000
AR¥FT ABR®FT
253,897 180,902
376 6,866
254,273 187,768
(2,973) (1,355)
251,300 186,413
42,430 56,324
(571) (843)
41,859 55,481

- 274

7,279 4,332
5,262 -
1,950 -
2,045 784
309,695 247,284
4,350 =
3,467 -
7,817 -
317,512 247,284

85 REMERFIEN R FEREEREE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19 TRADE AND OTHER RECEIVABLES (Continued)
(a) Trade receivables
The credit period granted to customers is between 0 to

360 days. The ageing analysis of the trade receivables
based on the date of sales is as follows:

Up to 6 months &% /5@ R

6 to 12 months ANETZEA
Over 1 to 2 years A —FEMTF
Over 2 to 3 years HAMERE=F
Over 3 years fRim =1

(a)

= & B 75 ] & B 51

19 EZREMBWFIR (&)

B3 EWRIEA

BTEFPHEEHN T0E360K 17
$HE B HINNE 5 EUGRIBRRER D T 1A
Il :

As at 31 December

R+=-—A=+-—8H
2018 2017
—E-N\EFE —E—+tF
RMB’000 RMB'000

AR FT ABRBTT

113,641 124,512
53,490 59,440
85,928 3,165
927 414
287 237
254,273 187,768

- REERRRERAT
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19 TRADE AND OTHER RECEIVABLES (Continued)

(b)

(c)

(d)

210

Provision for impairment of prepayments

At beginning of the year REH]

(Reversal of)/provision for impairment

At end of the year RER

The Group disposed the leasehold improvements of a
renovated shop of a net book value of RMB5,158,000
to an independent third party succeeding the lease of
the shop this year. The proceed is settled by instalment
before 31 December 2022. The current and non-current
portion of the proceed amounted to RMB1,950,000 and
RMB3,467,000, respectively.

The Group paid RMB5,000,000 to the Meizhou Housing
and Urban Rural Planning and Construction Bureau
as a refundable deposit to guarantee the fulfilment of
wages payment to those immigrant labours. The amount
will be recovered upon completion of the engineering
construction, which is expected to be completed in two
to three years.

Jiyi Household International Holdings Limited
Annual Report 2018

19 EZREMEBWFIR (&)

(b)

RE (BE) B

(c)

(d)

BENREZRERE

Year ended 31 December

BE+-A=+—BLEFE

2018 2017
A —F—tF
RMB’000 RMB’000
ARETFR ARETT
843 -

(272) 843

571 843

RAFERERBEH2BER K
SER—EZBYE = A HEREDF
B /4A AR ¥5,158,0007T 2 BI#7 /5 &8
HERE -ZMBHREBEIRE=Z
FH+-—A=+—B 2D B RE
HemBEbo RIERBIE DDA AA
FR #1,950,0007T & A K ¥3,467,000
e

AEBERENTEEFMRLERDEZ
£ AR ¥5,000,000CEA R RIE 2 &
 URBFMZZERITHKIEX
o sZ & RSN ek T2k 1% (B
BRMZE=F R ) B o
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19 TRADE AND OTHER RECEIVABLES (Continued)

(e) The carrying amounts of the Group’s trade and other
receivables (excluded prepayments) are denominated in
the following currencies:

RMB AR #&
HK$ BT

The maximum exposure to credit risk as at 31 December
2018 is the carrying values of each class of receivables
mentioned above. The Group did not hold any collateral
as security for these receivables.

nITD j’fkfﬁ

19 EZREMBWFIR (&)

(e) AEEE S N fth &Y

Z b 51

A (RN

FIAHN) Z BREE IR A T EEEHE -

As at 31 December
R+=-—HA=+—H
2018 2017
—E—N\#F —+tF
RMB’000 RMB’000
AR¥F T AREFor
270,243 191,316
148 487
270,391 191,803
RZE—-N\F+_A=+—HEEH
SEEREA S ERKKIERN
RAE - AEEVEFEEMIERR
1E B2 5 IR G IA R I 1 -
E-XEEEERERAT
“wzeg 211
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20 CASH AND CASH EQUIVALENTS

Cash at banks and on hand

RITRFERRAE

The carrying amounts of cash and cash equivalents

approximate to their fair values and represent maximum

exposure to credit risk.

The carrying amounts of cash at banks and on hand are

denominated in:

RMB AR

HK$ B TT

usb ETT

Cash at banks and on hand RITRFHERS
2 1 2 Jiyi Household International Holdings Limited
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20 RERREEE/Y

As at 31 December

R+=—R=+—H
2018 2017
A —EF—tF
RMB’000 RMB’000
AREFT ARETT
116,391 92,970

HBehkBReFEYNERIERELQTER
% ERAMAYNESEERR-

ﬁE?f&?EgIﬁﬁE[’\]EEE{EJ/X—FEJEME_I_

(=K

As at 31 December

R+=—B=+—8”
2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
AR TF T AREFT
69,281 87,385
47,110 5,342
- 243
116,391 92,970
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21 DEFERRED INCOME TAX 21 EEREHR
As no deferred income tax liabilities were recognised, there are BRI ERREAIREFREHAE R
no offsetting amounts as at 31 December 2018 (2017: Nil). E-N\FE+__A=+—RH WEKEHKE

(ZZ—tF:8],)-

As at 31 December

®+=A=+-8
2018 2017
—2-nEF | —Ft%
RMB’000 RMB'000

AR FT ABRBTT

Deferred tax assets: EERIBE E -
— to be recovered within 12 months —+ @A AN TRE 3,970 1,750
The movements in deferred tax assets are as follows: EERIBEEZEWAT
Deferred tax assets: EERBEE:
Provision
for Provision
impairment for
of trade  impairment Profit from
Accrued Accrued and other of internal
rental payroll  receivables inventories Tax loss  transaction Total
=8
HtbERE 7E A
Ete EirTE HERE wERE HEEHE R & aA @t

RMB000  RMB0OO  RMBO00  RMBOOO  RMBOOO  RMBY00  RMB000
ARETE ANRETT ARBTL ARETE ARETT ARBTL ARETZ

At 1 January 2017 RZE—t£—-F—H 385 201 966 238 - - 1,790
(Charged)/credited to BiEE (NK)/ A&
profit or loss 635 (112) (416) (147) - - (40)
At 31 December 2017 RZE—tF
+=-A=t-H 1,020 89 550 91 - - 1,750
Change in accounting policies &3t HR & - - (245) - - - (245)
At 1 January 2018 RZE-\¥-A—-H 1,020 89 305 91 = = 1,505
Credited/(charged) to BEREAR/ (1K)
profit or loss 600 - 581 160 718 406 2,465
At 31 December 2018 RZE-N\F
+-A=t-H 1,620 89 886 251 718 406 3970

- REEBERARAT
“w_jzzg 213
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21 DEFERRED INCOME TAX (Continued)
Deferred tax assets: (Continued)

At 31 December 2018, the Group did not recognise deferred
income tax assets of RMB283,000 (2017: RMB871,000)
in respect of losses amounting to RMB1,715,000 (2017:
RMB3,484,000) as it is not probable that future taxable profits
against which the losses can be utilised to offsetting the losses.
The estimated tax losses are subject to approval by the relevant
tax authorities.

22 SHARE CAPITAL AND SHARE PREMIUM

Ordinary shares, issued and fully paid:

At 1 January 2017 and 31 December 2017 R=F—+$—F—HRK

“Z—+tF+=-A=+-H
Rights issue (@) )
New shares placing (b) B & #R M0
At 31 December 2018 R_Z-N\F+-A=1—H

(@ On 24 July 2018, the Company completed the rights
issue of 172,800,000 shares at HK$0.60 each with a net
proceeds of RMB89,250,000.

(b) On 27 December 2018, the Company allotted and issued
86,400,000 new ordinary shares at HK$0.70 each with a
net proceeds of RMB52,471,000.

2 1 4 Jiyi Household International Holdings Limited
Annual Report 2018

21 REEFRIGH (&)

EEBREE: (&7)

AA —
N
]\_

Z-\F+A=1+—H XxEEYL

ot AR #1,715,000c (ZZE—tF: A
R #3,484,0007T ) 2 B 18 RIEEFTISH
BEAR®283,000C (ZZE—+EF: AR
#871,0007T) ' RA R % F BB T KA g8
WAREERIRERTER - A5t BIEES

878

RIS

TEBTEHEL AR T AEE-

22 BRARRGEE

TmR (BBITREZ)
Share
Share capital premium
[AES R EE
Number of
ordinary shares RMB'000 RMB'000

BERHA ARKTT ARBTT

432,000,000 35,638 243,832
172,800,000 15,035 74,215
86,400,000 1,517 44,954
691,200,000 58,190 363,001

(a

R-Z—N\FE+A-+MWH  KAF
FERK LA B 77 IR B A%0.60/8 T B 1T
172,800,0008% B 15 + FT{S $IBF 5 &
A R #89,250,0007T °

RZE—NEFE+_A=++H"
RN B LA FR0.707% Jo B B & 31T
86,400,0000% ¥ & i A% - BT 15 FIBF
A ARES52,471,0007T



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23 OTHER RESERVE

At 1 January 2017
Other comprehensive income

At 31 December 2017

At 1 January 2018
Other comprehensive income

Share based payments (a)

At 31 December 2018

(a) Shared based payment

R=—ZF—tF—H—H
Htp 2 mas

RZZE—+F+=-_A=+—H

RZZE-NF—A—H
Htp 2 mRas
PAR ) B T R (a)

=

R-_FE-N\F+-A=1+—H

= & B 75 ] & B 51

23 Htif#E
Currency Share
translation based Merger
difference Payment reserve Total
&% BAR A2
BEZHE AREBRGON BOHRE ast
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT ARETT
2,488 - (54,850) (52,362)
(938) - - (938)
1,550 - (54,850) (53,300)
1,550 = (54,850) (53,300)
(593) - - (593)
- 946 - 946
957 946 (54,850) (52,947)

(a) URHBHERMARK

ARABR-B—HFTARAR

In order to provide incentives and rewards to eligible
participants for their contribution or potential
contribution to the Group, the Company adopted share
option scheme on 6 October 2015. The total amount of
shares and any other option schemes of the Company
must not exceed 36,000,000 shares.

On 2 November 2018, the Company granted 36,000,000
share options to certain directors, senior management,
employees, consultants and customers of the Group.
These share options have exercise price at HK$0.704 with
exercise period of 3 years starting from 7 months after
the grant date. Under the plan, participants are granted
options which only vest subject to grantees continuing to
be an employee of the Group or providing service to the
Group through each vesting date. Please refer to “Share
Option Scheme” under the “Report of the Directors” for
details.

MEERERT 8 B EREERZEA
HAKREMIEEREERRA K
FREDZENRER - ARF RN
BN R R 8 N5 E
36,000,0008% °

RZFE—-—N\F+—HZB ARAM
rEBETES SAEEE ES-
EE R X F 1% 136,000,000/ 88 %
B ERBIREITEEROTAE T
TEBHARIFE BREERRIEARR
1R o BB E BEERBKERE
BEFEARAREEBEREENRE
SEESXNAARSERERERSE  F 0]
BB -HEELHIESHREI 2B
ARiEETEl -

E-REERERARAA

"= jizeg 215
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23 OTHER RESERVE (Continued)

(a) Shared based payment (Continued)

23

As at 31 December 2018, none of these share options

have been forfeited.

Hituf#% (&)

() URGDBERLK (F)

ZEBREE R -

As at 1 January 2018
Granted during the year

Exercised during the year
Forfeited during the year

As at 31 December 2018

Grant date

2 November 2018

216
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R-ZE-—NEF—H—H
FAFKH

FREITRE
FRBOLW

RZE-—N\EF+-_A=+—H

RHBEH Expiry date

& B

—N\§+—H=H 1 May 2020
ZZZTFAA—H
1 May 2021
—T_—FnA—H
1 May 2022
S 1 =

Jiyi Household International Holdings Limited

E-N\E+_A=+—H #E8

Average  Total Number

exercise price of options

R IRt

FITEE BEARE

HKDO.704 36,000,000
0.704%& 7T

HKDO.704 36,000,000
0.704%& 7T

Exercise price

TEE

HKDO0.704
0.7047% 7T
HKDO0.704
0.704%8 7T
HKDO0.704
0.7047% 70

Share options

BBRE

12,000,000
12,000,000

12,000,000

36,000,000
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23 OTHER RESERVE (Continued)

(a) Shared based payment (Continued)

Weighted average remaining 2.33 year
contractual life of options
outstanding

The Group has used the Binomial Model to determine
the fair value of the options as at the grant date, which
is to be expensed over the relevant vesting period. The
fair value of the share options granted ranged from
HKDO.144 to HKDO0.240 per share option.

Other than the exercise price mentioned above,
significant judgement on parameters, such as risk free
rate, dividend yield and expected volatility, are required to
be made by the directors in applying the Binomial Model,
which are summarized as below.

Risk-free interest rate 2.02% -2.25%
Volatility 43.4% - 46.1%
Dividend yield 0%

= & B 75 ] & B 51

23 HtpfRfE (&)

() URGDBERIRK (F

fr) AR 7T {50 48 P A A DA 2.33%F
FHEBRTENEH

AEBE SR BN ERE T BRE
REL BN ATE WIEABBSE
BHoHAZ BERLEREZATE
N T =17 B R AE0.1448 7T £0.2407%
i

BRIAEFTIR RETTREEIN EFHEE
A TR A AR A B 78 S 4 R e N R iR
Bl EERERRES2EIEFHER
HIE - BB T

4 3 g ) & 2.02%-2.25%
8 43.4%-46.1%
% B d e R 0%

- REERRRERAT
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24 TRADE AND OTHER PAYABLES

Trade payables (a)
Notes payable

Advances from customers
Salaries and staff welfare payables

Other tax payables

Accrued operating lease expenses
Withholding individual income tax
in respect of dividend payment

Other payables

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & B 75 ¥R 2% b 51

24 ESRHMENSRE

B 5N RIA®E)

ENRE

B R

Eff#He B TR

H e 358

e EHERX

BRAKMRE
BINEAFTSH

H b &5 R

The fair values of trade and other payables approximate their

carrying values.

Jiyi Household International Holdings Limited
Annual Report 2018

As at 31 December

BR+=A=+-—8H
2018 2017
—E-N\F —E—+F
RMB’000 RMB'000
AR¥T T ABR®TF T
75,441 31,434
- 1,000
- 10,366
1,165 1,256
23,310 4,134
6,481 4,080
16,000 16,000
2,604 3,113
125,001 71,383

B REMEMNRENAFERAREE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24 TRADE AND OTHER PAYABLES (Continued)

(a)

The ageing analysis of trade payables based on invoice
date were as follows:

Up to 3 months
3 to 6 months

&% ={EH
=E=XEA

6 to 12 months
Over 12 months

NE+ @A
Bid+ @A

The credit period secured by the Group's suppliers ranges
from 0 to 180 days.

The carrying amounts of trade and other payables
(excluded advance from customers, salaries and staff
welfare payables, other tax payables, accrued operating
lease expenses, withholding individual income tax) are
denominated in the following currencies:

RIVIB AR
HK$ BT

24 ESREMEMNE

(a)

= & B 75 ] & B 51

RIE ()

BORENHBEEREZHHMNERD
i U NNE
As at 31 December
BR+=—HA=+—H
2018 2017
—E-N\#F —+F
RMB’000 RMB’000
AR¥FTT ARETF T
51,940 18,373
5,568 5,013
11,825 4,281
6,108 3,767
75,441 31,434

AEEHEBRTHEEHN TR
180K °

BEHREMENFTE(TEEREFR
FoENHERETHEN  EREMNK
R EEHEEHEERX  BHEARS
B) 2 BREETRATEREHE

As at 31 December

R+=A=+—H
2018 2017
—E-NfF —
RMB’000 RMB'000
AR T T A For
77,679 35,268
366 279
78,045 35,547

- REEBERARAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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25 BANK BORROWINGS 25 RITHER

As at 31 December

W+=H=+—8H
2018 2017
—E-N\E —E—+tF
RMB’000 RMB’000
AR¥TT AR For
Secured bank borrowings BIEHIRITER 103,000 88,200

AEBRITERD AR T N\F+=
A=1t—B8¥% BEIRE REVE

The bank borrowings of the Group were secured by property,
plant and equipment, investment properties and land use
rights as at 31 December 2018. The bank borrowings were AR T AR - RITE RN BE
also jointly guaranteed by Ms. Hou and Mr. Deng Jianshen, T REBEBREE (RRTHLR)BEE
husband of Ms. Hou. Re
The weighted average effective interest rates of the bank TREREOMEFOERMNENT
borrowings are as follows:

Year ended 31 December

BE+-A=+t—HLLFE

!//4\\\\

220

2018 2017

—E-N\F —ZT—+F

RMB’000 RMB’000

AR T AREFT

Bank borrowings RITERN 6.61% 5.64%

The carrying amounts of the Group’s borrowings were
approximate to their fair values as at 31 December 2018 as
the interest rates of most of the bank borrowings were having
variable interest rates and the original terms were within one year.

The carrying amounts of bank borrowings are all denominated
in RMB.

Jiyi Household International Holdings Limited
Annual Report 2018

E’\_ Z-N\F+_A=+—H BARAH

7 ERITHE K
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

26 CASH FLOW INFORMATION

(a

Reconciliation of profit before income tax to cash (a)

generated from operations:

Profit before income tax
Adjustments for:
Finance costs (Note 10)
Depreciation of property,
plant and equipment (Note 74)
Amortisation of land use rights
(Note 16)
Amortisation of intangible assets
Loss on disposal of property,
plant and equipment—net
Provision for/(reversal of provision for)
write-down of inventories (Note 18)
Net impairment losses on
financial assets
Reversal of impairment of trade and
other receivables (Note 19)
Share-based payment

Changes in working capital:
Increase in inventories

Increase in operating receivables
Increase in operating payables

Cash (used in)/generated from
operations

= & B 75 ] & B 51

26 BEREEHR

K TS 54 Al i 1) B 45 2

FTEEIR SR

HAR

B P15 B0 Al A

HUATEBEELFE:

B RAR (HfaE10)
(Kiat14)

T bR ARG (At T6)

HEDE BFERRENE
1BFE
FEMREE,
(BOEE) (HiE18)
ERMEEZREBEFR

B 5 N E A e WA
BERE (AaE19)
VAR A7) 7 BE A 3R

%%@%mﬁﬁm
4 i ST FRIE S N

2 (M) /iR E

Year ended 31 December

BE+-A=t—HLFE

2018 2017
—B-N\F —E 4
RMB’000 RMB'000
ARMFT AR F T
18,137 14,698
7,244 5,846
7,738 8,776
96 96
58 54
309 5
641 (588)
2,600 _
(272) 11,600
946 -
(3.829) (7,364)
(211,380) (23,111)
54,444 13,012
(123,268) 9,764
E-REERERERAT
ey 221
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

26 CASH FLOW INFORMATION (Continued)

(b) In the consolidated cash flow statements, proceeds from (b)
disposal of properties, plant and equipment comprise:

Net book amount (Note 74)
Loss on disposal of property,

plant and equipment

Proceeds receivables for disposal of
leasehold improvement (Note 19(c))

Output VAT payable

Proceeds from disposal

26 BEREEH (&)

BREEE (AT5E14)
LEEWE WENMREEE

HEREREZER
FriSsE (MIzE19(c))

FERTIBERERR E

& P S 30R

2 2 2 Jiyi Household International Holdings Limited

Annual Report 2018

REenERN HEVE KE

Year ended 31 December

BE+t-A=+t—HLEE

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

AR FT AEBTT

5,608 5
(309) (5)
(5.417) -
421 -
303 -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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26 CASH FLOW INFORMATION (Continued) 26 REREER (&)

(c) Net cash reconciliation: (0 REFFEHER:
As at 31 December
R+=RA=t+-—8”
2018 2017
—E-—N\#F —E—+F
RMB’000 RMB’000
AR¥F T AREFT
Cash and cash equivalents RekReEEYD 116,391 92,970
Borrowings — repayable within one year &3 —BR —FREE (103,000) (88,200)
Net cash ReFE 13,391 4,770
Cash and cash equivalents BeMIReEEBY 116,391 92,970
Gross debt — fixed interest rates BIETE — B EF =X (13,000) (5,000)
Gross debt — floating interest rates BEB—IZEFE (90,000) (83,200)
Net cash RE/FRE 13,391 4,770
Cash
and cash
equivalents Borrowings Total
ek
REEEY (g “Et
RMB’000 RMB'000 RMB'000
AREFT AREFT AREFT
Net cash as at 31 December 2017 RZZE—+%F
+-B=+—H
i 92,970 (88,200) 4,770
Cash flow BeEns 23,728 (14,800) 8,928
Foreign exchange adjustments HNGE B (307) = (307)
Net cash as at 31 December 2018 R=Z—N\F
+=BA=+-—H
ZEEFE 116,391 (103,000) 13,391
E-XEERERERAT
T FFR 2 2 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ] & B 5

27 OPERATING LEASE COMMITMENTS

(f) Operating lease commitments — as lessor

The Group leases out certain of its office premises under
non-cancellable operating lease agreements. The Group
had future aggregate minimum lease receivables under

non-cancellable operating leases as follows:

Not later than one year
Later than one year and not later
than five years

NER—%F

ER—FETEREF

2 2 4 Jiyi Household International Holdings Limited

Annual Report 2018

27 REMERE

REREARE-FREEA

AEBRBET A BEENE EHE =
HHEETERRIEYE -AEERIE
A REH R HE /AR KRR
HEeRB|WT:

As at 31 December

Rt=—A=+—H

2018 2017
AN —E—tF
RMB’000 RMB’000
AREFT ARETT
380 -

195 -

575 -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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27 OPERATING LEASE COMMITMENTS (Continued) 27 REHERE &)

(g) Operating lease commitments - as lessee

The Group leases certain of its office premises under non-
cancellable operating lease agreements. The Group had
future aggregate minimum lease payments under non-
cancellable operating leases as follows:

Not later than one year TER—F

Later than one year and BR—FETNERAF
not later than five years

Later than five years EBRAF

AL ERBT A HEHARZ

() BERERFEAAR/ABEA

2HE R

HAETHRIEYNER AEBEEZF

A G SRS T K
M T -

R EHEE

As at 31 December

Wn+=HA=+—H
2018 2017
—2-\f | -—z—+5
RMB’000 RMB'000
ANE¥T T AR For
3,390 824
12,811 15,948
16,281 16,281
32,482 33,053

- REEBERARAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ¥R 2% b 51

28 RELATED PARTY TRANSACTIONS

The directors of the Company are of the view that the
following companies and individuals were related parties that
had transactions or balances with the Group during the year:

Name of the related party
BB A NS £8

Ms. Hou Wei
(E37 ¢ G

Meizhou Xikang Construction
Company Limited
("Meizhou Xikang”)
WNTEREEIEARAR
(TEMNERE])

Mr. Wen Jingfeng (“Mr. Wen")
B (DREE])

Except as disclosed in note 25, the Group had the following
related party transactions for the year ended 31 December

2018 and 2017.

Principal business

activities

FEXBED

Architectural
Engineering

EETIE

2 2 6 Jiyi Household International Holdings Limited

Annual Report 2018

28 BAHMARS

FRARREZRBR FNRBREAS
EARREB R 5 AR BT -

Relationship with the Group
izbay 301 0)- e

Controlling Shareholder
PR AR R

An entity is significantly influenced by a close member
of the family of the Controlling Shareholder

REEBEBRRREORNERZEN —RER

Son of Ms. Deng Haiming, key management

WEERLZF RIBEEE

BRBE25FTIRBEE N AEBREZ-F
—N\EFEER_E—+F+_A=+—HIF
EEUTEB RS



28 RELATED PARTY TRANSACTIONS (Continued)

(a) Key management compensation

(b)

Wages, allowance and bonus
Share based payment
Contributions to pension plans and

others

Transactions with related parties

TE& R RIEL

CARS A7 7 R AN 3R
RSB EM

The following transactions were carried out between the

Group and related parties. In the opinion of the directors

of the Company, the related party transactions were

carried out in the normal course of business and at terms

negotiated between the Group and the respective related

parties.

Sales to Meizhou Xikang
Provision of engineering services to

Meizhou Xikang

Rental paid to Mr. Wen

HETHMNER

A M 48 BRI T2 AR TS

FREE NN EE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= & B 75 ] & B 51

28 BHARS (&)

(a) TEEEE M

Year ended 31 December

BE+-A=t—-HLFE

2018 2017
—E-N\E —E—+tF
RMB’000 RMB'000
AR¥EFiT AR For
2,589 2,576

127 -

145 145

2,861 2,721

(b) HEABLTHNRS

AREBEBHITDETUTIR S A
NAEFERR BB ARZIINER
EERETRAREREEHAN T E

EZMRFRHETT

Year ended 31 December

BEt+t-A=t—-HLHFE

2018 2017
—2-ng | -zt
RMB’000 RIMB'000
ANE®T T AR For
1,590 5291
381 1117
39 35

- REERRRERAT
Twjzzg 227
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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28 RELATED PARTY TRANSACTIONS (Continued) 28 BBMAERS (&)
(c) Balance with a related party (c) EEBAEES MAER

228

As at 31 December

R+t=—B=+—8H
2018 2017
—EB-N\fF —ET—+4F
RMB’000 RMB'000

AREFTT ABRETT

Contract assets — Meizhou Xikang BHEE-—BMNER 1,536 -
Trade and other receivables B 5 N E A FE Wi TE

— Meizhou Xikang —HMNERE 376 6,866
Amount due from Meizhou Xikang JEU G N 12 R 3k 78 1,912 6,866
The balance due from a related party are denominated JEN — H AR SR A AR EETE
in RMB, unsecured, interest free and are repayable on BEEE 2 NBERENRER-
demand.
As at 31 December 2018, trade receivables of RZE-—NF+_A=+—8"
RMB123,000 (2017: RMB123,000) due from Meizhou ERBINERNE S EKRIBBAR
Xikang was past due but not impaired. #123,000c (ZE—+F: ARK

123,0007T) & # B AR E

Jiyi Household International Holdings Limited
Annual Report 2018



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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29 BALANCE SHEET AND RESERVE MOVEMENTOFTHE 29 AAFMNEEEEBREBEERD
COMPANY

Balance sheet of the Company ARAENEEREBR

As at 31 December

R+=-—HA=+—8”
2018 2017
—ZE-N\F T —+F
Note RMB’000 RMB’000
ok AR¥F T ARETF T
ASSETS BE
Non-current assets ERBEE
Investment in a subsidiary R—KHEBARHIKRE 161,401 154,299
Current assets REEE
Amounts due from shareholders  FEUR IR 3R F0 1B 377 358
Amounts due from subsidiaries A ENGIE 214,350 119,330
Cash and cash equivalents ReRREFEDY 47,004 4,901
Prepayments and other receivables F8 1< 7k 78 & H th fig U 5k 18 7,949 365
269,680 124,954
Total assets EEHAE 431,081 279,253
EQUITY =
Capital and reserves EARERFRA
attributable to equity FERA RS
holders of the Company
Share capital R AR 58,190 35,638
Share premium B AR & B 363,001 243,832
Other reserves EfEE a 23,774 10,154
Accumulated losses ZEtEE a (14,249) (10,638)
Total equity RSB 430,716 278,986

- REEBERARAT
“w_jzzg 229



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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29 BALANCE SHEET AND RESERVE MOVEMENT OF THE
COMPANY (Continued)

Balance sheet of the Company (Continued)

LIABILITIES =R

Current liabilities RBEE

Other payables HAh & 5RIB
Total liabilities EEA%E

Total equity and liabilities ExhBBHEEE

The balance sheet of the Company was approved by the Board
of Directors on 29 March 2019 and was signed on its behalf.

Ms. Hou Wei
Bzt

2 3 O Jiyi Household International Holdings Limited
Annual Report 2018

29 APAFINEERBRRFARES (£)

ARAMEERER (F)

As at 31 December

Rt=A=+-8

2018 2017

—2-nE | —z—tH

Note RMB’000 RMB’000

g3 AR FTT ABEETT

365 267
365 267
431,081 279,253

ARBMEERBERNR_T-NF=A
THNAREEESRHATRUTESER
%O

Mr. Liu Xianxiu

ES KL
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29 BALANCE SHEET AND RESERVE MIOVEMENT OF THE
COMPANY (Continued)

29 APAFNEERBRRRFARES (£)

ARRANEEERBR(F)

Balance sheet of the Company (Continued)

(a) NATNREED

(a) Reserve movement of the Company

Other Retained

reserves earnings

Hi#E REER

RMB’000 RMB 000

ARE T ARET T

At 1 January 2017 W-E—+4—F—8H 19,041 (6,430)
Loss for the year FAEE S (4,208)
Currency translation BEESTE X (8,887) =
At 31 December 2017 R-ZZE—+tF+=A=+—H 10,154 (10,638)
At 1 January 2018 R-ZEBE—-NE—H—H 10,154 (10,638)
Loss for the year FAEE S 3.611)
Currency translation BEESTE X 12,674 =
Share based payment (Note 23) VAR (D A B/ 7 S 3k (B #E23) 946 =
At 31 December 2018 R-ZB-NE+=ZA=+—H 23,774 (14,249)

E-REERERARAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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30 BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ and chief executive’s emoluments

232

The remuneration of each director and the chief executive

30 EEAIE R ES

(a) EERESTHRASHHH

ARBBEZRERSTHA B H H B

officer of the Company is set out below: 5T

For the year ended 31 December 2018:

Name of Directors

Executive Directors
Ms. Hou (i)

Mr. Yang Baikang (ii)
Mr. Liu Xianxiu

Non-executive Director
Mr. Hou Bo
Mr. Lam On Tai (iii)

Independent non-
executive Director

Mr. Ho Hin Yip

Mr. Ye Yihui

Mr. Hou Lianchang

Total

EEpR

HITES
G
BRELA i)
HEALLE

FUTES
RREE
% TR 5 A i)

BuFHfTES

ffTRLE
ERBEE
R ESLE

BE—_Z—N\F+=-A=+—HL%F

K

Emoluments paid or receivable in respect of a person's services as a director,
whether of the company or its subsidiary undertaking
REGES (ERAQARREEBNELR) M A T B IR E B W a 35 8

Employer’s

contribution to

a retirement

benefit Share

Fees Salary scheme option Total

EXHRHK

R
e e fE AR BRE #sgt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETFT AREFT ARBTT ARETFT
820 121 26 7 974
32 - - 7 39
205 81 16 7 309
1,057 202 42 21 1,322
205 - - 7 212
174 - - 50 224
379 - - 57 436
205 - - 7 212
103 - - 7 110
103 - - 7 110
an - - 21 432
1,847 202 42 99 2,190

Jiyi Household International Holdings Limited

Annual Report 2018




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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30 BENEFITS AND INTERESTS OF DIRECTORS (Continued) 30 EEWFRZRERE (£)

(a) Directors’ and chief executive’s emoluments (a) EERBESTHRAENEEN (&)
(Continued)
For the year ended 31 December 2017: BHE-_ZT—+tF+-A=1T—HILF
El

Emoluments paid or receivable in respect of a person'’s services as a director,
whether of the company or its subsidiary undertaking
HEFEZ (ERAAAFIHEBBMBLR)MATHREE BN TN
Employer’s
contribution to
a retirement

benefit
Fees Salary scheme Total
ETHRIK
BAlEtE
Name of Directors ESiA we e fEH R b
RMB'000 RMB000 RMB'000 RMB'000
ANEETT NEETT ANEETT ANEBTFT
Executive Directors WIESE
Ms. Hou (i) BEZL() 830 121 27 978
M. Liu Xianxiu AEAFTE 208 78 16 302
1,038 199 43 1,280
Non-executive Director FHTES
Mr. Hou Bo FREE 208 = = 208
Mr. Lam On Tai WEREE 208 = = 208
416 - - 416
Independent non-executive BV FFHITES
Director
Mr. Ho Hin Yip LT EE 208 - - 208
Mr. Ye Yihui EEBLE 104 = = 104
Mr. Hou Lianchang REE A 104 = = 104
416 - - 46
Total @it 1,870 199 43 2,112
() Ms. Hou is also the chief executive officer. () BEZLIBITBEH -
(i) Mr. Yang Baikang was appointed on 7 November (iy HBHEEREER_ZE—-N\F+—A
2018. +tRHEZE
(iii) Mr. Lam On Tai was resigned on 6 November 2018. (i) MEZZTEER-_ZE—N\F+—H
SNHEHE

£-FEEMLEERAT 533 )
- B2 )
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30 BENEFITS AND INTERESTS OF DIRECTORS (Continued)

(b)

(c)

(d)

(e)

U]

234

Directors’ retirement benefits

No director’s retirement benefits subsisted at the end of
the year or at any time during the year.

Directors’ termination benefits

No director’s termination benefits subsisted at the end of
the year or at any time during the year.

Consideration provided to third parties for making
available directors’ services

No consideration provided to third parties for making
available directors’ services subsisted at the end of the
year or at any time during the year.

Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors

No loans, quasi-loans and other dealings in favour of
directors, controlled bodies corporate by and connected
entities with such directors subsisted at the end of the
year or at any time during the year.

Directors’ material interests in transactions,
arrangements or contracts

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

Jiyi Household International Holdings Limited
Annual Report 2018

30 EEMAEKER (&)

(b)

(c)

(d)

(e)

U]

ESRAKER

BEESRNENRFRELFEANIM
R REDAB R -

ESEBER

BEEE SRERE NN F R FEREMA
DR B R -

IR G B RS T 0 2 = IR Gt
fm

BERERHESREMAE=TT1E
HRERFERIFAEARREIA
B

FRUES HRESHIEFZEE
REZEERASHANER EERXK
REMRZHER

1L 5 BE DA
FEREEEBRAI B ANER &
EREEMR BRFERLFREAE
B RE R

EX HEESNXE

EENRG RHASHZERESR

AR AR R A A by B AT
VERARBETERAHERERE
R R A RNREBE A RTF
HEZBEAR G THRAEH-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 SUBSEQUENT EVENTS

On 19 February 2019, Jiyi Entertainment Limited, a wholly
owned subsidiary of the Company, entered an investment
agreement with Xinbao Culture Media Limited, Xinfeng
Culture Media Limited (“Xinfeng Culture”) and Tourmaline
Investment Holding Limited, pursuant to which Jiyi
Entertainment Limited agreed to purchase 510 shares,
representing 51% of the issued shares of Xinfeng Culture
at an aggregate consideration of HKD54,366,000. The
acquisition consists of a two-step purchase and sale, including
the purchase and sale of (i) 200 issued shares of Xinfeng
Culture at a consideration of HKD21,320,000; and (ii)
310 issued shares of Xinfeng Culture at a consideration of
HKD33,046,000. The major assets of Xinfeng Culture include
the income right of a movie and the right of first refusal of the
income right of another three movies and media projects. As
at the date of this report, HKD2 1,320,000 has been paid.

31

= & B 75 ] & B 51

HRER

RZZE-—NEF_A+NA &E—FHREE
BRAR (ARARZE2ENBAR) RZE
MEEHEBRAF FEXLEEHEBRA
Al ([ME2xt]) REBREZERBRAA]
RIMIEEHE B S —FEAREEBR
ARIREBES10RRG  HEREE L
21T 251% * 421K (8 A&54,366,000
BT - WEEEAMEEESRENK B
FEE()EL XL 22000 B 37K Hm - R
821,320,000/ 7T : R (Y5 & xX{k 2310
BB 1T - R1E /33,046,000 7T 15
BT EEERRZEY ZWAER
SHIN=HEFZREBIEERAE 2 EBLE
B ARG BH - 21,320,0008 T2 X
fifo

E-REERERARAA
T/ FFER
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FIVE FISCAL YEARS FINANCIAL SUMMARY

T 18 B ik F B 2 R F5 ik 2

RESULTS 4
For the year ended 31 December
BZ+-A=+t—-HLEE
2018 2017 2016 2015 2014
—E2-N\F |ZFE—+tF TR ZET—0F —ZTHEF
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ANBETFR |ARB¥FT AREFT AREFT AREFT
Revenue WA 599,478 415,968 382,835 348,668 333,818
Profit before income tax B P S B AT R 18,137 14,698 26,187 45,433 54,611
Income tax expenses Fri8 i (6,064) (5,717) (8,590) (14,162) (12,607)
Profit for the year F R 12,073 8,981 17,597 31,271 42,004
Total comprehensive income AR AIEZREHH A
attributable to equity EHEEBALRE
holders of the Company 11,480 8,043 19,162 32,194 42,004
ASSETS AND LIABILITIES EEREE
At 31 December
R+t=-A=+-R
2018 2017 2016 2015 2014
“E-N\F |2 —+tF —T—RF —E-AF —T—NOF
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARBETR |ABEFT AREFT ARETT AREFT
Total assets EEHE 735,886 507,770 487,313 437,011 308,383
Total liabilities BERE 246,078 172,846 160,432 176,811 133,213
Total equity A 489,808 334,924 326,881 260,200 175,170
2 3 6 Jiyi Household International Holdings Limited
Annual Report 2018
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