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MANAGEMENT DISCUSSION AND ANALYSIS
=2l EsImE N

BUSINESS REVIEW

We are one of the leading manufacturers of condiment products in the
People’s Republic of China (the “PRC”). We offer high quality and healthy
brewed cooking wine as well as other condiments, including products like
naturally-brewed soy sauce, naturally-brewed vinegar, soybean paste and
fermented bean curd. In the first half of 2019, we attained the following
achievements:

1. We were awarded the title of “Top 50 Enterprises in China’s Light
Industry Food Industry (P B8 T ¥ R 7 ¥ L +58 1 %) by the
China National Light Industry Council (/B8 T 254 =),

2. In the “13th China International Wine Expo Evaluation Campaign (55
+=EPEBEEEEBESFEEE)”, our “15% Cooking Wine (15
[EXLE)” and our “30-year old yellow wine brewed from a recipe
dated back to the Song dynasty (K77 30FFREH)” were awarded
the title of “Gold Award for Cooking Wine (BE##HE 4 28)” and
“Qingzhuo Awards” for New Alcoholic Product (yellow wine) of the
year 2018 (2018 F [ [FEEE | /BIAFT 5 (ZHEH)) respectively;

3. Inthe 8th “Global Overall Rating List BRER4EFFH5)”, we were awarded
the “Top 30 Culturally Influential Enterprises of 2018 (2018 & F5i X
b2 )12 %30598)"; and

4, The press conference of Group Standards for China’s Cereal-based
Brewed Cooking Wine (F B %k ¥ B 425 £ [E 4812 %) was successfully
held in Huzhou. By taking advantage of the press conference, we
ceremoniously introduced new products for catering channel
consumption.

After the continuous establishment of distribution channels, catering
channels and e-commerce channels (the “New Sales Channels”) over the
years, our sales channels have successfully covered 30 provinces,
autonomous regions and municipalities across the country with
approximately 1,300 distributors. Sales contribution from each individual
distributor of the New Sales Channels have expanded year by year. The
sales from the New Sales Channels increased from RMB178.2 million in the
first half of 2018 to RMB194.8 million in the first half of 2019, representing
a growth of 9.3%.

In the first half of 2019, with the maturation of our New Sales Channels, the
Company’s marketing resources are more evenly allocated between New
Sales Channels and supermarket channels with synergy starting to emerge.
The sales from supermarket channels were still able to maintain a slight
growth despite the general downward trend of the supermarket industry,
which increased from RMB206.7 million in the first half of 2018 to
RMB207.4 million in the first half of 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

For the above reasons, for the six months ended 30 June 2019, the Group
recorded a revenue of approximately RMB402.2 million (30 June 2018:
RMB384.9 million), representing an increase of approximately 4.5% as
compared to the corresponding period of 2018. The profit attributable to
ordinary equity holders of the Company was approximately RMB99.3
million (30 June 2018: RMB92.2 million), representing an increase of
approximately 7.7% as compared to the corresponding period of 2018.

In the first half of 2019, cooking wine, our key products, remained as the
major source of our revenue, representing 70.3% of the total revenue. With
the gradual release of our production capacity of soy sauce, our sales of
soy sauce increased by 16.6% in the first half of 2019 compared with that
in the first half of 2018 and accounted for 16.8% of our total revenue. In
view of growing demand of our customers in the New Sales Channels and
the anticipated sales growth of soy sauce, rice vinegar and fermented bean
curd products brought by the further development of the New Sales
Channels, we consider that a rich and diversified condiment products
portfolio would be more beneficial to the business development of the
Group in the coming years. Thus, we will continue to enhance the
production capacity of soy sauce, rice vinegar and fermented bean curd
products, so as to diversify the existing portfolio of condiment products of
the Group. We believe that cooking wine products are complementary with
other products in terms of resource advantage, such that we will be able to
achieve in-depth development for the industry chain of the Group’s
condiment products at multiple levels, thereby establishing Lao Heng He as
a diversified condiment manufacturer with cooking wine as a dominant
product.

Our profitability mainly depends on product pricing and our cost of sales,
marketing strategy and the product structure and mix. We are actively
monitoring any potential risk factors that may have impact on our financial
results, and trying to mitigate any increasing costs and expenses with more
efficient operation, higher profit margins and better product mix and sales
channels. The Group faces certain risks in its business development,
including: (1) risk of significant increase in production cost, such as increase
in the prices of subsidiary agricultural products, packaging cost or labour
cost; (2) negative impact on our revenue due to changes in customers’
spending habits in condiment products; (3) the greater-than-expected
increase in cost from market expansion and selling expenses; (4) the
possible failure of our new products to obtain market recognition in the
short run; and (5) increasing complexity of managing sales policies and
credit terms due to rapid expansion of our distributors.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

GOALS AND STRATEGIES

Under the backdrop of the keen competition and thrive development of the
condiment market, we will continue to pursue the “Diversification” strategy,
concentrating our investment and resources on market penetration of New
Sales Channels and improvement of product mix. We will adhere to a
consumer-oriented sales strategy and endeavor to achieve higher customer
loyalty. We focus on providing consumers with safer and healthier naturally-
brewed condiment products.

Our business goal is to consolidate our position in the condiments industry
by leveraging on our leading position in the cooking wine industry with
synergies from diversified strategies. On one hand, we will further increase
the input in establishing the marketing team and training staff. On the other
hand, we will enrich the product structure of the Company and offer a
variety of high-quality products that are in line with the consumption
downgrade and spending power of the general public. In respect of the
expansion of distributors, we will continue to cooperate with capable
distributors through our diversified channels, and continue to actively
improve the market share of our “Lao Heng He” brand in the PRC market.

We also actively promote products suitable for the catering market. By
holding various types of connoisseur sessions, such as Huzhou Culinary
Exchange Conference for SME Chefs (8 M /1 /)N 2 &k Y A 322 i/ &) and
Sino-ltalian Michelin Night Festival (Hangzhou) (71 & K EL RS 88 27 77 (FL 1))
etc., more chefs were able to understand and recognise our products,
thereby expanding our catering channels and promoting the sales of our
catering products.

We also actively build our internet sales platform and embrace “New
Retail”. By cooperating with major e-commerce platforms and media
platforms, the Company could accurately promote the products to our
potential customers to meet their unique needs.

We always pay close attention to and actively address any risks that may
come along with the growth. In the first half of 2019, we upgraded the
digitalised management system and launched a more comprehensive ERP
system to cope with our rapidly expanding sales scale. Apart from that, we
inspire the vitality of the marketing team by reforming and improving the
remuneration policy of the sales team in response to the negative impact
caused by the incompetence of our sales teams on the sales of the
Group’s products. We will keep improving our credit risk management
system in response to the complexity of sales policies and credit terms
management as a result of the increasing number of distributors. We will
also continue to build an information sharing platform to strengthen internal
communication in response to the negative impact caused by the
difference in pricing policy in different locations that leads to cross-sales of
products to other exclusively-authorised distribution areas on our sales and
our distributors.

“LLao Heng He” strives to become the first choice of consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

FINANCIAL REVIEW B % [ R
Overview BE
The key financial indicators of the Group are as follows: RNEF T EHFEIEENT -
Six months ended 30 June Period-to-
BEASA=THLEREAR period
2019 2018 change
—E-NF —E-N\F REAE B
RMB’000 RMB’000

ARBFR ARETT

Income statement items WzREE
REVENUE WA 402,218 384,943 4.5%
Gross profit EF 206,226 199,359 3.4%
Profit attributable to owners of NAREE AELEFE
the Company 99,339 92,219 7.7%
EBITDA BRAE - BE - TER
B 31 AN 178,713 154,952 15.3%
Earnings per share (RMB cents) (note a) & EF| (AR D) (Hizta)
— basic and diluted — ERK#E 17.2 15.9 8.2%
Selected financial ratios BB =
Gross profit margin (%) FEFZE (%) 51.8% (1.0%)
Net profit margin attributable to RREER AR FFIEE (%)
owners of the Company (%) 24.0% 2.9%
EBITDA margin (%) BRAE - BB TER
B RTAE X (%) 40.3% 10.2%
30 June 31 December Period-to-
2019 2018 period
—E-NEF —ZE-N\F change
ANA=+tH +TZA=+—H REEE
RMB’000 RMB’000

AR¥T T ARETT

Gearing ratio (note b) BERBERE(MiiEDb) 33.0% (2.4%)

Notes: s -

(@) Please refer to Note 8 to the financial statements for the calculation of earnings () EHEERBRNE T E  S2HMEHRENES -
per share.

(b)  The gearing ratio is based on net debt divided by total equity and net debtas () R-ZT—HAFEXA=1+H  BABELEREE

at 30 June 2019. Net debt includes total debt net of cash and cash AR RSRERE RERABEERRE
equivalents. Total debt includes trade payables, other payables and accruals, S RELEEY - LEEEREMNESZE - £
lease liabilities, interest-bearing bank and other borrowings and other long FERZ R ESED  HEaG  aRTREMmE
term liabilities. HUREMEEEE -

08 Honworld Group Limited  Interim Report 2019



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Revenue

The revenue of the Group increased by 4.5% from RMB384.9 million for
the six months ended 30 June 2018 to RMB402.2 million for the
corresponding period of 2019, primarily attributable to the continuous
establishment of New Sales Channels and the sales growth brought by the
synergy effect from diversified products.

Revenue from cooking wine products increased by 4.5% from RMB270.4
million for the six months ended 30 June 2018 to RMB282.5 million for the
corresponding period of 2019, primarily reflecting the increase in the sales
of cooking wine products arising from the Group’s persistent endeavor in
market penetration of distribution channel.

Revenue from the Group’s soy sauce products increased by 16.6%
from RMB57.7 million for the six months ended 30 June 2018 to
RMB67.3 million for the corresponding period of 2019, mainly due
to the Group’s effort in devoting more marketing resources to soy
sauce products and additional sales brought forth by new products
“Brewed-twice Soy Sauce” (% 1% %), “Seasoned Soy Sauce” (k1% )
and “Seasoned Soy Sauce for Seafood” (3 & UM ).

While introducing new products to the market, we have also adjusted our
product portfolio of rice vinegar products and other products by reducing
the production volume of low-performing rice products during this period.
As a result, the revenue from rice vinegar products and other products
decreased by 7.8% from RMB56.8 million for the six months ended 30
June 2018 to RMB52.4 million for the corresponding period of 2019.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, increased by 5.6% from RMB185.6 million for
the six months ended 30 June 2018 to RMB196.0 million for the
corresponding period of 2019, primarily attributable to the combined
effects of growing revenue and rising prices for raw materials.

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 3.4% from RMB199.4 million for the
six months ended 30 June 2018 to RMB206.2 million for the corresponding
period of 2019, and the gross profit margin decreased from 51.8% for the
six months ended 30 June 2018 to 51.3% for the corresponding period of
2019. The decrease in gross profit margin is primarily due to the combined
effects of rising prices for raw materials and a increase in the proportion of
sales from medium-range cooking wine products.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Other Income and Gains

Other income and gains decreased by 12.9% from RMB8.6 million for the
six months ended 30 June 2018 to RMB7.5 million for the corresponding
period of 2019. Other income and gains primarily include government
subsidies received, gains from sales of materials and interest income. The
decrease in other income and gains for the period was primarily due to
decrease in government subsidies received and gains from sales of
materials.

Selling and Distribution Expenses

Selling and distribution expenses primarily consisted of advertising
expenses, marketing expenses, travelling expenses, and remuneration for
our sales employees. The Group’s selling and distribution expenses
decreased by 12.5% from RMB37.2 million for the six months ended 30
June 2018 to RMB32.5 million for the corresponding period of 2019. The
Group’s selling and distribution expenses as a percentage of the Group’s
revenue decreased from 9.6% for the six months ended 30 June 2018 to
8.1% for the corresponding period of 2019, primarily attributable to the
decrease in input in channel building-related advertising expenses as a
result of the maturation of our New Sales Channels.

Administrative Expenses

Administrative expenses decreased by 4.4% from RMB36.9 million for the
six months ended 30 June 2018 to RMB35.2 million for the corresponding
period of 2019, mainly due to decrease in the research and development
as the Group has achieved initial success in research and development
activities to improve the technical content in terms of production process
and quality of our cooking wine products. The Group’s future research and
development direction will focus on the development of new products and
processes for the Group’s catering channels as its direction of research
and development in the future.

Finance Costs

Finance costs increased by 23.2% from RMB23.2 million for the six months
ended 30 June 2018 to RMB28.6 million for the corresponding period of
2019, mainly due to the increase in average balance of bank loans to our
working capital requirements relating to business expansion.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Profit before Tax

As a result of the foregoing, the profit before tax increased by 7.1% from
RMB109.5 million for the six months ended 30 June 2018 to RMB117.3
million for the corresponding period of 2019.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2018: 25%) on the
taxable profits, based on the existing legislation, interpretations and
practices in respect thereof. Pursuant to the approval from the National
Office of Leading Group for Administration of Hi-tech Enterprise
Recognition (£ B & # Tt R E B E TEEE /AP A E), Huzhou
Laohenghe Brewery Co., Limited (/1| ZEFEEiE AR A R)) and Huzhou
Laohenghe Wine Co., Limited (381 /N & 18 )8 2 & R 2 7]), both being
wholly-owned subsidiaries of the Company, were granted the “New and
Advanced Technology Enterprise” (/& #1 #% 1l & %) qualification and were
entitled to the preferential tax rate of 15% for the three consecutive years
commencing from 2016.

Income tax expenses increased by 3.7% from RMB17.3 million for the six
months ended 30 June 2018 to RMB17.9 million for the corresponding
period of 2019, which was mainly due to increase in profit before tax.

Earnings per Share Attributable to Ordinary Equity
Holders of the Company

Basic earnings per share increased from RMB15.9 cents for the six months
ended 30 June 2018 to RMB17.2 cents for the corresponding period of

2019, mainly due to the increase in net profit caused by the reasons stated
above.

Net Profit Margin

The net profit margin remained stable for the six months ended 30 June
2019 as compared to that in the corresponding period of 30 June 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

FINANCIAL AND LIQUIDITY POSITION
Working Capital Management

Prepayments

Details of prepayments as at 30 June 2019 and 31 December 2018 are as
follows:

MBRREBEEMN]
EEETEE
BEHE

w=

E-NEFRA=ZTBE=-ZZF—-NF+=A

=+ AMBENFIEFIFNAT

Prepayments for non-current assets

Prepayments for procurements of base wine
and condiment products

Prepayments for procurements of raw
materials

Other prepayments

FREBEENTAN TR

BREB R BV AN 508

H i FE IR

SR ST R B @ TN 2

30 June 31 December

2019 2018

—®-nE ST F

AA=+tH +ZA=+—H

RMB’000 RMB’000

AR®T T AR®ETF T

Notes (Unaudited) (Audited)
B5E (REER) (FeE=Z)
(i) 402,769 415,746
(ii) 88,832 100,000
(iii) 86,316 83,220
2,211 4,394

580,128 603,360

(i)

Prepayments for non-current assets primarily included the following
two aspects: (1) prepayments to equipment manufacturers in respect
of customised equipment for the Group; and (2) prepayments to
major contractors of the projects according to the framework
construction contracts. The directors estimated that
RMB185,260,000 and RMB217,509,000 of the prepayments for
non-current assets would be settled in a period of 12 months and 24
months upon commencement of the corresponding construction/
installation projects, respectively.

Prepayments for procurements of base wine and condiment
products primarily included prepayments for procurements of base
wine and condiment products from an independent third party
manufacturer under a poverty alleviation program led by China
Development Bank Zhejiang Branch. RMB57,918,000 and
RMB30,914,000 of prepayments for procurements of condiment
products would be gradually settled in a period of 12 months and 24
months according to the procurement schedule between the
manufacturer and the Group, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

(i) Prepayments for procurements of raw material primarily included the
prepayments for procurements of raw materials from independent
third party suppliers to ensure the steady supplies of agriculture
products, which would to be settled in a period of 12 months
according to the procurement schedules between the suppliers and
the Group.

Trade Receivables

Trade receivables primarily represented the receivables for goods sold to
the distributors. Trade receivables turnover days increased from 67 days
for the year ended 31 December 2018 to 92 days for the six months ended
30 June 2019, mainly due to the Group’s temporarily relaxation of the
credit period for some customers with long-term cooperation intentions
based on the sales expectations of new channel customers to consolidate
our customer base.

Inventories

Inventories increased from RMB1,276.5 million as at 31 December 2018 to
RMB1,285.8 million as at 30 June 2019 primarily due to an increase in
work in progress. A substantial part of our inventories were work in
progress, which mainly represented base wine, base soy sauce, base
vinegar, soybean paste and semi-finished fermented bean curd in the
brewing period.

Due to the relatively long production cycle and relatively short sales cycle of
cooking wine products, we need to keep an abundant stock of well-aged
base wine to cope with the rapid sales growth in the future. On the other
hand, given the growing demand from customers of the New Sales
Channels, we have produced more base soy sauce, base vinegar and
fermented bean curd accordingly during the period.

The Group monitors the level of inventory maintained by its distributors on
a regular basis. The Group’s sales representatives maintain frequent
telephone or email communications with each of its Categories A, B, C and
D distributors, review their monthly inventory reports and visit their
warehouses on a regular basis. The Group’s sales representatives visit its
Category A and B distributors’ warehouses at least every three months to
ensure that they keep optimal stock level and the Group’s products are
sold to end customers within the shelf life. The Group generally expects its
distributors to maintain stock sufficient for 5 to 20 days of supply. In the
event a distributor maintains stocks of more than 20 days of supply, the
relevant sales representatives will assist such distributor in marketing and
promotional activities and suggest smaller sized orders to be placed for the
succeeding periods to minimize excess inventory.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Borrowings

As at 30 June 2019, the Group’s total borrowings amounted to
RMB1,109.2 million (31 December 2018: RMB1,030.7 million). The Group’s
principal sources of liquidity include cash generated from business
operations, bank and other borrowings. The cash from these sources was
primarily used for the Group’s working capital and the expansion of
production capacity. Presently, the Group does not employ any financial
instruments to hedge against the interest rate exposure.

Exchange Risk

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

Liquidity and Financial Resources

As at 30 June 2019, the Group had cash and cash equivalents of
RMB508.8 million (31 December 2018: RMB345.2 million). As at 30 June
2019, the Group had interest-bearing bank and other borrowings of an
aggregate amount of RMB1,109.2 million (31 December 2018:
RMB1,030.7 million), which were denominated in RMB, repayable within
four years and bearing interests at 3.92% to 7.97% per annum. As at 30
June 2019, the gearing ratio was 32.2% (31 December 2018: 33.0%). The
gearing ratio is calculated based on net debt divided by total equity and net
debt as at 30 June 2019. Net debt includes total debt net of cash and cash
equivalents. Total debt includes trade payables, other payables and
accruals, lease liabilities, interest-bearing bank and other borrowings and
other long term liabilities.

Capital Commitments

Capital commitments as at 30 June 2019 amounted to approximately
RMB236.8 million (31 December 2018: RMB133.3 million), which was
mainly related to the contracts of construction in progress relating to
expansion of the condiment production factory.

Contingent Liabilities

As at 30 June 2019, the Group did not have any material contingent
liability.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Pledge of Assets

Please refer to note 17(a) of interim condensed consolidated financial
statements for details of pledge of assets of the Group.

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

FUTURE PROSPECTS

In the first half of 2019, although the economic environment, both domestic
and international, is very severe, the condiment major category sector,
being a major product category, is in the stage of rapid growth with
products being segmented and the market category gradually becoming
concentrated. In addition, the booming development of the catering
industry has also led to the continuous growth in demand for condiments
products, and steady growth of consumption. In recent years, with the
decline of the GDP growth, the advantages of leading brand enterprises in
the cooking wine industry in terms of technology, capital, market and risk
resistance are relatively obvious as compared to small enterprises. By
deepening the measures on food safety and environmental protection, the
leading brand enterprises in the industry will secure more room for
development while that of small brands will be squeezed. As the market
share of leading enterprises continues to increase, smart production,
product sophistication and category diversification will become a major
development direction for brand enterprises. Meanwhile, residents’
consumption is vigorously encouraged by the state. As condiments are
necessary consumables, high-quality products are becoming increasing
popular and the per capita consumption of condiments in China is gradually
increasing, which requires ongoing improvement and innovation from the
condiment enterprises to maintain healthy and sustainable development in
the condiment industry.

As for the cooking wine market, with the promulgation of standards for
cereal-based brewed cooking wine issued by China Alcoholic Drinks
Association (BB Z 7€), it will inevitably facilitate the transformation or
elimination of formulated cooking wine producers, and competition in the
industry will shift from price to quality. Cooking wine market is expected to
evolve into a stage of rapid growth in both sales volume and prices.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

On the other hand, with the changes in consumer’s consumption
scenarios, we believe that the catering market will continue to be the major
market for condiments consumption. In order to better penetrate into the
catering market, we launched more new products with higher price-
performance ratio for the catering market in the first half of 2019, such as
1.75L “Lao Heng He” cooking wine, 500ml “Lao Heng He” craft cooking
wine (#5ELKH), 500ml “Lao Heng He” cooking wine for braising (A& #HE)
etc., which enjoy wide acceptance in the market. We expect to further
increase our input in the catering channels end and product end to capture
larger market share.

Under such major trend, our “Lao Heng He” products with outstanding
brand awareness, modernised traditional craftsmanship, mature quality
control system and completed product research and development system
will secure more room for development. Leveraging on our product quality
and technology as our core-competitiveness, we will stand out amid fierce
market competition through differentiation in product quality.

In addition to maintaining the leading position of our cooking wine products,
we will endeavor to adhere to our strategy of “Diversified” product structure
so as to meet the diversified market demand for green, healthy and tasty
condiment products. We will also keep expanding our production capacity
to enhance our overall profitability through economies of scale.

Therefore, we believe that our “Lao Heng He” brand products will continue
to grow in China.
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SUPPLEMENTARY INFORMATION
AT Eind

SUPPLEMENTARY INFORMATION

Director Nomination Policy

In assessing the Board composition, the Nomination Committee would
take into account various aspects set out in the Board Diversity Policy,
including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and industry and
regional experience. The Nomination Committee would review the
implementation of the Board Diversity Policy in achieving the objectives set
for the benefits of the Company.

In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s character,
qualifications, experience, independence and other relevant criteria
necessary to complement the corporate strategy and achieve Board
diversity, where appropriate, before making recommendation to the Board.

Employees & Remuneration Policies

As at 30 June 2019, the Group had a total of 557 employees (31
December 2018: 605). The employees’ cost (excluding directors’ and chief
executive’s remuneration) of the Group was RMB24.2 million during the six
months ended 30 June 2019 (six months ended 30 June 2018: RMB19.8
million). The remuneration policies, bonus and training programs for
employees of our Group were implemented continuously according to the
policies disclosed in the Group’s annual report for the year ended 31
December 2018 (the “2018 Annual Report”’) and no change has been
made during the six months ended 30 June 2019.

Material Events After Reporting Period

There are no material subsequent events undertaken by the Company or
the Group after 30 June 2019.

Significant Investments Held

There were no significant investments held by the Group as at 30 June
2019 (31 December 2018: nil).

Material Acquisition and Disposal of Subsidiaries,
Associates and Joint Ventures

There was no material acquisition and disposal of subsidiaries, associates
or joint ventures during the six months ended 30 June 2019.
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SUPPLEMENTARY INFORMATION (CONTINUED)
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Purchase, Redemption or Sale of Listed Securities of
the Company

During the six months ended 30 June 2019, neither the Company, nor any
of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

Plans for Material Investments or Capital Assets

There is no future plan for material investments or capital assets as at 30
June 2019.

Dividend Policy

Policy on payment of dividend of the Company is in place setting out the
factors in determination of dividend payment of the Company, the
Company’s long-term earning capacity and expected cash inflow and
outflow, the frequency and form of dividend payments. The policy shall be
reviewed periodically and submitted to the Board for approval if
amendments are required.

Interim Dividend

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2019.

Corporate Governance

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

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

Save for the deviations explained below, the Company has complied with
the Code for the six months ended 30 June 2019.

Provision A.2.1 of the Code provides that the roles of the Chairman and the
chief executive officer (the “CEQ”) should be separate and should not be
performed by the same individual. The division of responsibilities between
the chairman and the CEO should be clearly established and set out in
writing.
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SUPPLEMENTARY INFORMATION (CONTINUED
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During the six months ended 30 June 2019, the positions of the Chairman
and the CEO of the Company are held by Mr. Chen Weizhong. Although
this deviates from the practice in provision A.2.1 of the Code, where the
two positions should be held by two different individuals, Mr. Chen
Weizhong has considerable and extensive experience in the cooking wine
industry and management in general. The Board believes that it is in the
best interest of the Company to have an executive chairman so the Board
can benefit from his knowledge of the business and his capability in leading
the Board in discussing the strategy and long-term development of the
Group.

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

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

Model Code for Securities Transactions By Directors

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

Upon specific enquiry, all the Directors confirm that they have complied
with the Model Code during the six months ended 30 June 2019. In
addition, the Company is not aware of any noncompliance of the Model
Code by the senior management of the Group during the six months ended
30 June 2019.

Change in Corporate Positions

e

With effect from 12 April 2019, () Ms. Qian Yinglan (2% &) has resigned
as a non-executive Director and ceased to be a member of Audit
Committee and (i) Mr. He Yuanchuan ({i] )& )I]) has been appointed as a
non-executive Director and a member of Audit Committee.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVES IN
SECURITIES

As at 30 June 2019, the interests or short positions of the Directors, the
chief executives of the Company (the “Chief Executives”) and their
associates in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporations”), which (a) were required to be notified to the Company
and the Stock Exchange pursuant to Division 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to
have under such provisions of the SFO); or (b) were required, pursuant to
section 352 of the SFO, to be recorded in the register referred to therein; or
(c) were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:

Interests and short positions in Shares and underlying
Shares of the Company as at 30 June 2019

EERESTRAERESZHN
BEalkAR

RZZE-NERA=+H EFF FARAESTH
AB([BREITHRAR] REENHEANARF L
HiagoxE ([AA8EE]) (E&RES RIEED
(IBERMEMRG ) FEXVER) Bl - BRERD
BEFTHEBQREESFLBERIIEXVIRT R
FBNRBEMEARRRBIM(BREREES R
HIE R ABZF R RS RR SR E FEA R
BELORR) ¢ HO)IREF 7 KB I 3562 15
TRREERIN LGP LB LA+ 3K (o) IRIBIRZEST BIZA
HMEARRA LB ARSI T

RZZB-AFAAZTHRADTRND
KR m WERR AR

Approximate

Number of percentage of

shares or the Company’s

underlying issued share

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

BENRGH HAEQTE BT

EEnE BEKE EmER HEROEE RANBEIEIL

Chen Weizhong Long Position Interest of a controlled 283,018,750 (L) 48.90%
PR AR HE corporation (Note)
Ry EEER (M)

Beneficial interest 2,682,000 (L) 0.46%

B
(L): represents long position

Note:  These shares are held by Key Shine Global Holdings Limited (‘Key Shine”).

The entire issued share capital are held by Chen Weizhong. Chen Weizhong
is deemed to be interested in the shares held by Key Shine under the SFO.

Save as disclosed above, as at 30 June 2019, none of the Directors, the
Chief Executives nor their associates had registered an interest or short
position in the shares, underlying shares or debentures of the Company or
any of its associated corporations that was required to be recorded
pursuant to section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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(W i=E55 )

Bfet © 3% % B 9 A Key Shine Global Holdings Limited
([Key Shine]) #5 - 280 B 317 248 Bl (1 FR &7
BREE - REBEEFHFRIFEEN  REBRERAER

Key Shine F7 75 I (7 /3 25 -

B EXP#EEIN RN FRA=1TH #
BEE ROTHRABNMEENBEANRKREH
HEMMEBEEN RN - BERNHESFTHEER
BRE 7 M HIE 60 % 362 1578 T IA R SR AR B AR 2
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SUPPLEMENTARY INFORMATION ((%%)% TII;I}J(ED

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SECURITIES

So far as is known to any Director or Chief Executive, as at 30 June 2019,
the following corporations/persons (other than the Directors or Chief
Executive) had interests or short positions in the shares and underlying A 8 ) RZANA GIRE M%&Hﬂ B 5105 336 KA
shares of the Company as recorded in the register required to be kept by  EFHZE MR B EHI AR A TR LRI HD + %

the Company under section 336 of the SFO, as being directly or indirectly ~— A#Ez5sl

KB BEIHBERBIERAEELRA
interested or deemed to be interested in 5% or more of the issued share &2 ZE1TAR AN 5% 3k LA FREES -
capital of the Company:

TERRRBESNEERAR

FEHE%&?%ﬁ&AE%% Z-hEFR
A=+8 " T3xE/ AL (R %%%&Fﬁﬁ

Interests and short positions in the Shares and RIZB—-—NRFEANA=Z+TBREQTRMD
underlying Shares of the Company as at 30 June 2019 RiHBERKR MO HWERZEAE

Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital™
RN
BFERDH BRITRA
Name ®E EaME HERDEE oI
Key Shine® Key Shine® Beneficial owner 283,018,750 (L) 48.90%
Eamls A
Ms. Xing Liyu® MAHELZLO Interest of spouse 285,700,750 (L) 49.37%
foiBiE=
China Construction Bank RERERITROERR Person having a security 52,000,000 (L) 8.98%
Corporation® interest in shares
BERNERERNOAL
Central Huijin Investment Ltd.“ PRESRERTARY Person having a security 52,000,000 (L) 8.98%
interest in shares
BERMEMERNAL
Wuxing City Investment HK Wuxing City Investment HK Person having a security 229,424,000 (L) 39.64%
Company Limited © Company Limited® interest in shares
BREBRMEMERNOAL
Huzhou Wusxing Chengshi Touzi WMNRETIREEREE Person having a security 229,424,000 (L) 39.64%
Fazhan Jituan Youxian Gongsi © BRARFO interest in shares
BERNERERNOAL
Huzhoushi Wuxingqu State-owned 8 7 2 B2 B 5 & R ESE Person having a security 229,424,000 (L) 39.64%

Assets Supervision and

Administration Services Centre ©

EEBRBHTLO

interest in shares

BAEBRMEREROAL

ZENBERR AT

TN
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SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
oy NG|
BERGH ERTRE
Name o4 EatE HERGEE BRESEO
Hwabao Overseas Markets EE e I\ HIHERE 25 AT Beneficial owner 72,625,000 (L) 12.55%
Investment No. 2 QDII Single 32-8FAQDIE—E & 155 EnlEEA
Unit Trust Plan 32-8© FrEle
Chongaing Zhongxin Rongbang EEFHRABRAEFRL Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BR&%)0 corporation
(Limited Partnership)® XA
Chongaing Zhongxin EEPHRAIREBR AR  Interest of a controlled 72,625,000 (L) 12.55%
Rongchuang corporation
Investment Limited® X EEER
China Innovative Capital TERAIER Interest of a controlled 72,625,000 (1) 12.55%
Management Limited® ERERARO corporation
TErERER
Beijing Zhonghai Jiacheng bR EEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® EBBRATO corporation
XErEER
Mr. Xie Zhikun® FREETEO Interest of a controlled 72,625,000 (L) 12.55%
corporation
XErEER
Natural Seasoning International Natural Seasoning Beneficial owner 60,000,000 (L) 10.37%
(HK) Limited (formerly known as International (HK) Limited EmlEEA
China Seasoning International (B8 China Seasoning
(HK) Limited)” International (HK)
Limited) @
Natural Seasoning International Natural Seasoning Interest of a controlled 60,000,000 (L) 10.37%
Limited (formerly known as International Limited corporation
China Seasoning International (B8 China Seasoning X EE R
Limited)® International Limited)
Lunar Capital Partners IV LP" Lunar Capital Partners IV LP?  Interest of a controlled 60,000,000 (L) 10.37%
corporation
R EERR
Lunar Capital Partners IV GP, LP"  Lunar Capital Interest of a controlled 60,000,000 (L) 10.37%
Partners IV GP, LP? corporation
R EERR
LCM-IV General Partner Ltd.” LCM-IV General Partner Ltd.”  Interest of a controlled 60,000,000 (L) 10.37%
corporation
R EERR

(L): represents long position
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SUPPLEMENTARY INFORMATION ((?:%)% '[’_I.l_\rI}J(ED
§ :Jt ; (t llljé

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 30 June 2019.

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

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

Key Shine Global Holdings Limited charged 52,000,000 Shares to China
Construction Bank Corporation as security for its subscription of notes issued
by Key Shine Global Holdings Limited. China Construction Bank Corporation
is owned by Central Huijin Investment Ltd. as to approximately 57.11% and
therefore Central Huijin Investment Ltd. is deemed to be interested in the
52,000,000 Shares which China Construction Bank Corporation is interested
in.

Key Shine Global Holdings Limited charged 229,424,000 Shares to Wuxing
City Investment HK Company Limited. Wuxing City Investment HK Company
Limited is wholly owned by Huzhou Wuxing Chengshi Touzi Fazhan Jituan
Youxian Gongsi (34 M = E 3% T % & ¥ & & @ & R A &) which is in turn
wholly-owned by Huzhoushi Wuxingqu State-owned Assets Supervision and
Administration Services Centre (381 1 52 £ [ Bl /5 & A BB B IE AR A 00).
Accordingly, Huzhou Wuxing Chengshi Touzi Fazhan Jituan Youxian Gongsi
(BN R B T & B R % B A R A 7]) and Huzhoushi Wuxingqu State-
owned Assets Supervision and Administration Services Centre (J#/1 71 52 F &
EHEREBEEMREF ) is deemed to be interested in the 229,424,000
Shares which Wuxing City Investment HK Company Limited interested in.

These shares are held by Hwabao Overseas Markets Investment No. 2 QDII
Single Unit Trust Plan 32-8 (& ¢ RHNT351% & 255 £ 51 32-8 QDI E — &
% 12 5T &1 &) (‘Hwabo Trust”), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (EE R BB EF L (B
IR & #)) (“Chongqing Zhongxin (LLP)”), which is managed by Chongging
Zhongxin Rongchuang Investment Limited (& & ¥7 &b 81 1% & A R 2 7))
(“Chongqing Zhongxin”). Chongqing Zhongxin is controlled by China
Innovative Capital Management Limited (FF #7288 & AN E 2B FR A 7)) (“China
Innovative Capital”), as to 95.00%. China Innovative Capital is controlled by
Beijing Zhonghai Jiacheng Capital Management Limited (1t 5 7 /& 52 s & K&
I HPR A F)) (“Beijing Zhonghai Jiacheng”), as to 99.98%. Beijing Zhonghai
Jiacheng is controlled by Mr. Xie Zhikun as to 99.00%. By virtue of the SFO,
each of Mr. Xie Zhikun, Beijing Zhonghai Jiacheng, China Innovative Capital,
Chongaing Zhongxin, Chongqing Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

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

ZENBERR AT

7

BEED L DERARRANR-_ZE—hFA=1H
#)578,750,000 i B 31T I DT & ©

Key Shine #) 2 4 B 377 16 A< s B 8 6 20 & R
WA -

MMEL L BRESEENES - RIBEZ LB
D) ORI E A S BAR RIABRATD S A PR I
BRI BB M

Key Shine Global Holdings Limited i 52,000,000 f%
BOERTHREERRITB/OERAA] - EAHER
f# Key Shine Global Holdings Limited Ff 3% 1T Z # £
A FEEBRITROHDEBR AT HFRESKRE
ERETRREBNS7T %R - FAlt - FRE
SREBRETRAFERARPEERRITRNE
R A BFTHE A 52,000,000 B R0 A A RS o

Key Shine Global Holdings Limited #% 229,424,000
%% {7 & 8 F Wuxing City Investment HK Company
Limited = Wuxing City Investment HK Company
Limited B M REUE TR E HREBER AR L E
HE  MAMRERETIREEREBEBR AR A
MMNTREREFEREEEERERLEEHR
Bt MNREBHIREFEEEEGRARR
WMTREREGEAREEEERBHOERAR
Wuxing City Investment HK Company Limited Fr &
229,424,000 B ik 17 R A #E 2 o

ZERD BHEE o WIHINTIH I E 257 £ 51| 32-8 1
QDI E—& & (E7tat & ((EHETDHHE - &8
HEBEPHRARETL(ERAR)((EETH (T
RER) NEE mMEESRH(ERAY) MEED
MEEREERAR ([EEFH)EE - BEPH
R EAEEERAF ([HHMAIEA])ZE
195.00% M #E &5 o 7 ¥ Eh &I & AR i b P g S
EAREEAERAR(ERPIEGER])1E1$99.98%
B R o b B 5 9 R B4R 5T A 12 51 99.00%
FREas - IRIBEESRIEGE] - BEESLLE - b
TERH - PHREIALR EETHLEERTH(F
ReEB) WA ANEREEMTERNDTHAE
%o

#1519 /B Natural Seasoning International (HK) Limited
# A ° Natural Seasoning International (HK) Limited
Natural Seasoning International Limited ) & £ & & M
& 7~ =]+ ifn Natural Seasoning International Limited
R—RREBRZBESEMEIHBERIEF - WH
Lunar Capital Partners IV LP# & A #0 9 # % -
Lunar Capital Partners IV LP (—XHA 2 #H SR 2K
BREAEM%)JH Lunar Capital Partners IV GP, LP
(fEEpM—EmAE ¥ A)EIE  Mlunar Capital
Partners IV GP, LP Il &5 LCM-IV General Partner Ltd.
(ERE—ZEERA)BE REFARHAEK
Bl » LCM-IV General Partner Ltd. * Lunar Capital
Partners IV GP, LP - Lunar Capital Partners IV LP 2
Natural Seasoning International Limited 5 % 17 /& 7
Natural Seasoning International (HK) Limited F7 35 &
&1 R A RS o

TN
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SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

Save as disclosed above, as at 30 June 2019, there were no other
corporations/persons (other than the Directors or Chief Executives) who
had an interest or short position in the shares or underlying shares of the
Company as recorded in the register required to be kept by the Company
under section 336 of the SFO.

Arrangements to purchase shares or debentures

At no time during the six months ended 30 June 2019 was the Company,
its holding company, or any of its subsidiaries, a party to any arrangement
to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debt securities including debentures of the Company or any
other body corporate.

AUDIT COMMITTEE

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

The primary duties of the Audit Committee are to assist the Board by
providing an independent view of the effectiveness of the financial
information, financial reporting system, internal control and risk
management system of the Group, to oversee the audit process, to
develop and review the Group’s policies and to perform other duties and
responsibilities as assigned by the Board. The Audit Committee has
reviewed the accounting principles and policies adopted by the Group
together with the management and discussed auditing, internal controls
and financial reporting matters including the review and pass of the Group’s
unaudited interim condensed consolidated financial statements for the six
months ended 30 June 2019.

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of the remuneration committee comprises Mr.
Shen Zhenchang (chairman), Mr. Ng Wing Fai and Mr. Sun Jiong. All
members of the remuneration committee are independent non-executive
directors.
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B EXPRIEEN  R-B-AFRA=1THB " #&
BHEMZER AL (TEREFIESTRAE)R
RRAIRIRRE 7 R B 1R H5 336 R AR TR B
it R B AR RO AN 2 B R A SR AR B A 0 o A A s BOK

P

B o

BEROIESFHZH

RBEZZ-NFRA=+HIERERREAE
A AR AERARSEEAHERRMES
HBEMZH RLEFARBARRAREMEAM
EANBBHERN RERES (BEES) M -

EREES
ARTZBYERE = B I NTEE R
SETER DRSS (ER)  LRE S
TRIB 64 B DR | S A -

ERZEENIERARGYETERASENE
BEH  MERHER  AEEREAREERS
AR RME LR - NEEERER  SIER
ZHAEENBE  TETEESE THEMCERE
REME - BERLZESCEREREEMAEEMK
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SUPPLEMENTARY INFORMATION (CONTINUED
farcE it (48

NOMINATION COMMITTEE

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

SUFFICIENCY OF PUBLIC FLOAT

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

REEES

BHATA  ARFNERTRAZAS - LUED
BEMRERRORERNE - BEAEASKAS
EREEE (E) - REMAE TR £ - 37
AEBEMRBRELAETIHNTES -

BEHANBERE

REARRAIESHNARENIRESSAA - R
APFHAH - RRBEHEF ETRRRENRDREF

e B

ZEMBSEARLAR —T—hFHhERE
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF PROFIT OR LOSS

PHIBAGSERR

For the six months ended 30 June 2019 EHZ —ZF— N FNA =18 1L/~ B

REVENUE A

Cost of sales SHE A

Gross profit EF

Other income and gains N N

Selling and distribution expenses SHE RIS

Administrative expenses THAX

Reversal of impairment losses B ElRE R 18

Other expenses HAhp

Finance costs BhE R A

PROFIT BEFORE TAX RREE BT A E

Income tax expense Frsfif s

PROFIT FOR THE PERIOD HA 9 R

EARNINGS PER SHARE ATTRIBUTABLE A A REEEZEFA
TO ORDINARY EQUITY HOLDERS EEERER
OF THE COMPANY

Basic and diluted BERREE

Honworld Group Limited Interim Report 2019

Six months ended 30 June
BEAA=tTHILAEA

2019
—g-h%E
RMB’000
AR®T T
(Unaudited)
(REER)

402,218

(195,992)

206,226

7,509
(32,465)
(35,242)

243
(405)
(28,590)

117,276

(17,937)

99,339

RMB17.2 cents
AR¥1725

2018
—E—-)\F
RMB’000
ARBTT
(Unaudited)
(REER)

384,943

(185,584)

199,359

8,621
(37,116)
(36,874)

(1,264)
(23,205)

109,621

(17,302)

92,219

RMB15.9 cents
AR#E15.9%



INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME
PHIBAGRS EEWN AR

For the six months ended 30 June 2019 B & —ZE— A FE XA =+H It /~EA

Six months ended 30 June
BEAA=tTHILAEA

2019 2018
—E-hE —ENE
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)

(REER) (CRIGE®Z)

PROFIT FOR THE PERIOD B FIE 92,219
Other comprehensive income that maybe TERHEZHRBEFRSEEZEEN

reclassified to profit or loss in Htt2mus -

subsequent periods:

Exchange differences on translation of BEGINETSHE X =5

foreign operations 1,521

TOTAL COMPREHENSIVE INCOME FOR HRZEKFEE

THE PERIOD 93,740
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INTERIM CONDENSED CONSOLIDATED

STAIEMENT OF FINANCIAL POSITION
D HAE IR R S ISR &

30 June 2019 —ZE—NFRA=+H

30 June 31 December

2019 2018
—E-NEF —E—-)\F
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R AREFT
Notes (Unaudited) (Audited)
B5E (REER) (e ®iz)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB MR 10 1,000,172 1,010,516
Right-of-use assets FEREEE 55,688 -
Prepaid land lease payments TERT LA EFRIE - 51,973
Intangible assets A E 1,119 414
Prepayments for items of property, W - MENIZREHEEBEH
plant and equipment TERTRIE 13 402,769 415,746
Deferred tax assets RIEFIEE B 4,120 3,905
Total non-current assets RBEELE 1,463,868 1,482,554
CURRENT ASSETS RBEE
Inventories =g 11 1,285,765 1,276,502
Trade receivables JEWE 53R IE 12 217,065 194,659
Prepayments, deposits and other receivables F&1} 718 - ﬁli K Eth fE W R0 13 399,024 342,909
Pledged deposits BIEIRFER 14 68,390 69,659
Cash and cash equivalents Re RIRSEEY 14 508,801 345,188
Total current assets REBEEAE 2,479,045 2,228,917
CURRENT LIABILITIES HREBEE
Trade payables FEHE 508 15 101,328 113,326
Other payables and accruals HiENRIE R EIBEBR 16 232,636 147,743
Interest-bearing bank and other borrowings £t /5 8877 R A& 3% 17 1,000,564 932,762
Lease liabilities HEAE 685 -
Tax payable BT IE 67,302 51,977
Total current liabilities mENAEeRE 1,402,515 1,245,808
NET CURRENT ASSETS REBEEFE 1,076,530 983,109
TOTAL ASSETS LESS CURRENT EEAERRBES
LIABILITIES 2,540,398 2,465,663
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION (CONTINUED)
PHARSBR%R S ISR & (38)

30 June 2019 —FE— N ENA=+H

30 June 31 December

2019 2018
—E-hE —ENE
AA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R AREFT
Notes (Unaudited) (Audited)
B5E (REEER) (fEEZ)

NON-CURRENT LIABILITIES FREBEE
Lease liabilities HEAE 2,988 -
Interest-bearing bank and other borrowings 5t 4817 & E b & 5% 17 108,620 97,962
Other long term liabilities EMREAEE 18 136,987 137,046
Deferred tax liabilities BELERIBEE 28,781 26,725
Total non-current liabilities JEmEBERTE 277,376 261,733
Net assets BESE 2,263,022 2,203,930

EQUITY s

Share capital [N 19 1,767 1,767
Reserves e 2,261,255 2,202,163
Total equity G 2,263,022 2,203,930

ZEMBSEARLAR —T—hFHhERE 29
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CHAN GES IN EQUITY

PHIBRGRSERE X

For the six months ended 30 June 2019 @i’:%ﬁ NESNA=Z+TBIENEAR

Share
capital
e
RMB’000
ARETT
At 31 December 2018 (Audted) RZE-N\E+ZA=+-B(£%F7)
Effect of adoption of FRS 16 note 2) ~ FANEIREI R4 85 1655/ 2
(Hit2)

A1 January 2019 (Restatednaudied) ~ R-E-hNE—-A—-B(E5|/ XEEH)
Profit for the period Bl
Other comprehensive income for the period: EIRYE 2 EMias :
Exchange diferences on translation of BB EBMEL £E
foreign operations

Total comprehensive income for the period B2 EE B8
Final 2018 dividend declared (note 9 BER-2-/\EXERE (i9)

£t 30 June 2019 (Unaudited) RIE-NERA=TH(REEH)

Honworld Group Limited Interim Report 2019

Share
premium

Biye®
RMB000
ARRT 7R

897,069

897,069

(40,513)

856,556

Statutory  Exchange

Merger ~ Capital  surplus fluctuation

reserve  reserve  reserve  reserve

HE EX

AftRE EARE ERRE  RBRE
RMB'000  RMB'000 RMB'000  RMB'000
ARETR ARBTR ARETR ARETR

(1,000 | , 16,616

() J . 16,616

(1,000 ! : 17,189

Retained
profits

RERE
RMB000
ARRTR

1,258,213

(307)

1,257,906
99,339

99,339

1,357,245

Total
equity

BRAE

RMB'000
AR®TR

2,203,930

(307)

2,203,623
99,339

513

99,912
(40,513)

2,263,022



INTERIM CONDENSED CONSOLIDATED STATEMENT

OF CHANGES I\ E UITY (CONTINUED)
Feﬁ n'l \ D I Y i)] %E ( na )

For the six months ended 30 June 2019 @z 79% NESNA=Z+HIENER

Statutory  Exchange

Share Share Merger Capital surplus— fluctuation  Retained Total
capital ~ premium reserve reserve reserve reserve profts equity
EE ER

BE BREE AR AAER  BRGE  RBER  RENE  REEE
RMBOOO  RMBOOO  RMBOOD  RMBOOO  RMBOOO  RMBOOO  RWBOOO  RMBIOO
ARBTT ARETL ARETR ARBTR ARETR ARETL ARMTT ARMTRL

At 1 January 2018 (Audited) RZE-)\E-A-B(L%F7) 1,767 934,688 (1,000) 7,003 24,262 10612 1,056,507 2,083,839
Profit for the period BRI - - - - - - RA9 2219
Other comprehensive income for the period: SR E 1 2 E Ui :

Exchange differences on trenslation of ~ E BN EBHEL £

foreign operations - - - - - 1,521 - 1,521
Total comprehensive income for the period M2 ElA 2% - - - - - 1521 2219 93,740
Final 2017 dividend declared BER-E-tERHRE - i) - - - - - 7617)
At 30 June 2018 (Unauditec) RZF-NERA=TH(REER) 1767 89707 (10000 7008 24262 12133 1148726 2,089,962
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INTERIM CONDENSED CONSOLIDATED

STAIEMENT OF CASH FLOWS
DHISAFZAIRENER

For the six months ended 30 June 2019 & & —ZT— jlﬁ/\ﬂ =+H1EAEA

Six months ended 30 June

BEASA=THIEANEAR

2019 2018
—E-NF —E-N\F
Notes RMB’000 RMB’000
P=E AR®T R ARBET T
(Unaudited) (Unaudited)
(REEER) (REEFEZ)
CASH FLOWS FROM OPERATING RETHNWRESTE
ACTIVITIES
Profit before tax % B A 1) E 117,276 109,521
Adjustments for: BT SIEFE -
Finance costs B R A 6 28,590 23,205
Interest income F WA 4 (1,472 (883)
Depreciation e 5 31,935 21,589
Depreciation of right-of-use assets FREEENE 5 833 -
Amortisation of prepaid land lease payment #4578} + b & 218 5 - 637
Amortisation of intangible assets BiEmpEE 5 79 -
Reversal of impairment losses BB EE 18 5 (243) -
176,998 154,069
Increase in inventories FEE N (9,263) (47,335)
Increase in trade receivables FEUE 5 ZRIEE N (22,163) (88,208)
Increase in prepayments, deposits and TER RIS « T e MEAM
other receivables FEUS ZRIEIE AN (57,385) (74,774)
Decrease in trade payables T E 5 oE R > (11,998) (13,410)
Increase in other payables and accruals H b e A~ 2R0E N fEETTE B 14N 37,429 10,143
Decrease in other long term liabilities HinRHEERD (59) (73)
Cash from/(used in) operations KA/ (AR EENRS 113,559 (59,588)
Interest received SIS 1,472 883
Interest element of finance lease rental REHERSAHOF EE 5D
payments (4,694) (2,026)
Income tax paid BETER (771) (6,063)
Net cash flows from/(used in) operating Ky, (AR KL RN
activities FEERE 109,566 (66,794)
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS (CONTINUED)
PHAIRAGREIRERE % (18)

For the six months ended 30 June 2019 &= —Z— N FNA=+HIL/NEA

Six months ended 30 June

BEXA=Z+THLXEA

2019 2018

—E-NF —ZFE-)\F

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

(REER) (RiEEZ)

Net cash flows from/(used in) operating KA (AR &L EBIH

activities EIRERE 109,566 (66,794)
CASH FLOWS FROM INVESTING BRETHNRESRE

ACTIVITIES
Prepayment for property, plant and YE - BB MEESN

equipment TEfTFRIE (100,632)
Purchases of items of property, WHEME - WE &EHER

plant and equipment (1,664) (65,449)
Additions to intangible assets REETEE (784) -
Decrease/(increase) in pledged deposits EBEZOR L, (8 m) 1,269 (1,559)
Net cash flows used in investing activities HREEEHNFERESRE (1,179) (157,640)
CASH FLOWS FROM FINANCING REEEHNRERE

ACTIVITIES
Addition in interest-bearing bank and FHEARTT R E A& 5K AN

other borrowings 390,040 403,310
Repayment of interest-bearing bank and BT BRIT KA MERK

other borrowings (295,147) (875,760)
Principal portion of lease payments/finance &7, B &M ER SN

lease rental payments RKEED (16,433) (19,326)
Proceeds from finance leases REEFTIS B - 20,000
Interest paid B E (23,807) (22,584)
Net cash flows from financing activities KERETPHNERSRE 54,653 5,640
NET INCREASE/(DECREASE) IN RERBREZEYWEM (HD)

CASH AND CASH EQUIVALENTS HEE 163,040 (218,794)
Cash and cash equivalents at beginning BRI & MRS ZEW

of the period 345,188 443,893
Effect of foreign exchange rate changes, net [ 3R & &) &) 5/ 25 58 573 1,521
CASH AND CASH EQUIVALENTS AT MARRERBEEEY

END OF THE PERIOD 14 508,801 226,620
ANALYSIS OF BALANCES OF CASHAND B&RESZEYEHBIN

CASH EQUIVALENTS
Cash and bank balances Be MIRTT4 8 14 508,801 226,620
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

PHIG R &

71 55 ¥ 2 Bfd 5

30June 2019 —ZE—AFRHA=1H

1.

CORPORATE INFORMATION

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

The Company is an investment holding company. During the six
months ended 30 June 2019, the Company and its subsidiaries
(collectively known as the “Group”) were principally engaged in the
manufacture and sale of condiment products under the brand name
of “Lao Heng He” in the People’s Republic of China (the “PRC”).

The Company’s shares have been listed on the main board of The
Stock Exchange of Hong Kong Limited since 28 January 2014.

BASIS OF PREPARATION AND
CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

Basis of preparation

The unaudited interim condensed consolidated financial information
for the six months ended 30 June 2019 has been prepared in
accordance with IAS 34 Interim Financial Reporting. The interim
condensed consolidated financial information does not include all the
information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s
annual consolidated financial statements for the year ended 31
December 2018.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

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

30 June 2019 —ZE— A ENBE=1+H

2. BASIS OF PREPARATION AND 2. PEEERSTHEER
CHANGES IN ACCOUNTING ZENEE @
POLICIES AND DISCLOSURES

(Continued)

Changes in accounting policies and disclosures ST BURE B B

The accounting policies adopted in the preparation of the interim BREA—T—NF— A —HERFETER
condensed consolidated financial statements are consistent with NI - R BRI BAAR & B 75 3R PR
those followed in the preparation of the Group’s audited consolidated MEFBREREANEEBE_T—N\F
financial statements for the year ended 31 December 2018, except TZA=T—HRILEFELEZESVBERE
for the adoption of new standards and interpretations effective as of Fri8ftE—5 -

1 January 2019.

Amendments to IFRS 9 Prepayment Features with Negative BRI GmE LR  AFGEHERMR
Compensation EX L ACCHIEN) FRATE
IFRS 16 Leases S EmEER HE
F165%
Amendments to IAS 19 Plan Amendment, Curtailment or RE R ERIE 1958 55T R A E
Settlement (BETA) it
Amendments to IAS 28 Long-term Interests in Associates and Rt ERIE 28 REENAIREE
Joint Ventures CCHEN), DEAN R
IFRIC 23 Uncertainty over Income Tax Treatments RIEHRERE A HEER
ZESREBEIRWE THFM
Annual Improvements Amendments to IFRS 3, IFRS 11, IAS 12 —E—AFE & AT BIRR B 75 S s
2015-2017 Cycle and IAS 23 —E—+FAR HERZE 35
1 [Z 2 B B B 7S 3R 2E R

E15E - BEFREE
RIS 1257 R BIRR
SRS 2357

Other than as explained below regarding the impact of IFRS 16 B TSP B8 B R B A R 5 2RI 55 16 5% [ 1R
Leases, the new and revised standards above did not have a material S MRBIN - LHEET RAISFTEAE AR
effect on this interim condensed consolidated financial information. YRGB ERTREATE -

IFRS 16 — Leases BRI B IREERE 16595 — HE
IFRS 16 replaces IAS 17 Leases, IFRIC-Int 4 Determining whether an BREF RS R E R E 16 RV B & 5+ 4R
Arrangement contains a Lease, SIC-Int 15 Operating Leases — FIUTHRHEE  BERVBmEREZEeRE
Incentives and SIC-Int 27 Evaluating the Substance of Transactions FARETLTHELEEHE  RAREZ
Involving the Legal Form of a Lease. The standard sets out the BEEREFISRLLHE — ERRENR
principles for the recognition, measurement, presentation and BLZESRBR TR RHELEFE N
disclosure of leases and requires lessees to account for all leases HXZHEAE - Z RSN ER 52 2
under a single on-balance sheet model. Lessor accounting under FIREEHAENRER - WESEMEAGTE
IFRS 16 is substantially unchanged from IAS 17. Lessors will HERE-—MEEAERAKRXALR - BIE
continue to classify leases as either operating or finance leases using W REERE 165 KBS A B & 51 %8
similar principles as in IAS 17. Therefore, IFRS 16 did not have any FATHEANEEAN SRR - HEASES
financial impact on leases where the Group is the lessor. fF BB ERE 17 RBL RS

ENBEAREIMERE - At BRMH
BEEUFICRAAEBEAEEANEE
WEELFEAMBTE

LERNBEERAT —T-NETHRs 35



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B F5 e = Bid 5 (7@

30 June 2019 —ZE—hFA=1+H

2. BASIS OF PREPARATION AND 2, WEHEER SHBUEKEK

36

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(Continued)

Changes in accounting policies and disclosures
(Continued)

IFRS 16 — Leases (Continued)

The Group adopted IFRS 16 using the modified retrospective method
of adoption with the date of initial application of 1 January 2019.
Under this method, the standard is applied retrospectively with the
cumulative effect of initial adoption as an adjustment to the opening
balance of retained earnings at 1 January 2019, and the comparative
information for 2018 was not restated and continues to be reported
under IAS 17.

New definition of a lease

Under IFRS 16, a contract is, or contains a lease if the contract
conveys a right to control the use of an identified asset for a period of
time in exchange for consideration. Control is conveyed where the
customer has both the right to obtain substantially all of the
economic benefits from use of the identified asset and the right to
direct the use of the identified asset. The Group elected to use the
transition practical expedient allowing the standard to be applied only
to contracts that were previously identified as leases applying IAS 17
and IFRIC-Int 4 at the date of initial application. Contracts that were
not identified as leases under IAS 17 and IFRIC-Int 4 were not
reassessed. Therefore, the definition of a lease under IFRS 16 has
been applied only to contracts entered into or changed on or after 1
January 2019.

At inception or on reassessment of a contract that contains a lease
component, the Group allocates the consideration in the contract to
each lease and non-lease component on the basis of their stand-
alone prices. A practical expedient is available to a lessee, which the
Group has adopted, not to separate non-lease components and to
account for the lease and the associated non-lease components
(e.g., property management services for leases of properties) as a
single lease component.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

BASIS OF PREPARATION AND
CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(Continued)

As a lessee — Leases previously classified as
operating leases

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of property,
machinery, vehicles and other equipment. As a lessee, the Group
previously classified leases as either finance leases or operating
leases based on the assessment of whether the lease transferred
substantially all the rewards and risks of ownership of assets to the
Group. Under IFRS 16, the Group applies a single approach to
recognise and measure right-of-use assets and lease liabilities for all
leases, except for two elective exemptions for leases of low value
assets (elected on a lease by lease basis) and short-term leases
(elected by class of underlying asset). The Group has elected not to
recognise right-of-use assets and lease liabilities for (i) leases of low-
value assets (e.g., laptop computers and telephones); and (i) leases,
that at the commencement date, have a lease term of 12 months or
less. Instead, the Group recognises the lease payments associated
with those leases as an expense on a straight-line basis over the
lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on the
present value of the remaining lease payments, discounted using the
incremental borrowing rate at 1 January 2019. The Group elected to
present the lease liabilities separately in the statement of financial
position.

The right-of-use assets amounting to RMB2,930,000 were
recognised based on the carrying amount as if the standard had
always been applied, except for the incremental borrowing rate
where the Group applied the incremental borrowing rate at 1 January
2019. The Group elected to present the right-of-use assets
separately in the statement of financial position. This, other than
aforementioned, includes prepaid land lease payments in aggregate
of RMB56,173,000 reclassified from prepaid land lease payments of
RMB51,973,000 and prepayments, other receivables and other
assets of RMB1,270,000, respectively. All these assets were
assessed for any impairment based on IAS 36 on that date.

ZENBERR AT

wn O R IS i R B 5L (78

30 June 2019 —FE— N ENA=+H

EREBEAN — TR0 BERKEN
ENHEE

FRANEI PR A 75 3R & R R 16 S Y 2 &
(=1

AEBERBZEME - #es  AEREMR
BEHEENHESDY - (FRABRA - NEEL
FIRBEEHEERLGREEMERNEAE
DESmLEREREAEENFMG SHEE
DHEABMEHEXKEHE - REBEEME
WELNFE165 - REEIRAE—T7EHER
KEtEMAHENEREEERHERAR
HEEEEEHE(REHNHEEEERE)R
RHIEE (RABEERREE) OMIEEE
HEHRBRI AEEDEETHROEEBESR
EREBIMFREMRERE) + R()NFLH
BB 2 12 (8 A sA T R E R 2
REENEEAE - Bk AEEREHAN
WAE #R0A RS B e 5 TH SR R T & N KR
RFAX -

>3 4 288
BEZE

RZE-NF—-A-ANEEaERATHE
ENRRERR  YLER-_ZT—NEF—A—
B E L8 A RA KB - REBRIBEMTE
FREDHEZHEEEE -

1 F#E & B A R % 2,930,000 7T 3% B E 5 1
R OB RN —HEER EAEERZ
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Gho REBBRBEMERARSBAZIRER
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RIEAHEARS6,173,0007T © 7 5l B FE
+ 4 7 & FE A R % 51,973,000 7T A & FE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B F5 e = Bid 5 (7@

30 June 2019 —ZE—hFA=1+H

2. BASIS OF PREPARATION AND 2. PEEERSTHEER
CHANGES IN ACCOUNTING ZENEE @
POLICIES AND DISCLOSURES
(Continued)

As a lessee — Leases previously classified as EREABA — TR EAKER

operating leases (Continued) ENEE @
Impacts on transition (Continued) BEE (E)

R=T—NF—F—BEAERMHREE
RIZ 163K - AREE(EAHN TEBETH
AEA -

The Group has used the following elective practical expedients when
applying IFRS 16 at 1 January 2019:

Applied the short-term lease exemptions to leases with a lease
term that ends within 12 months from the date of initial
application

Used hindsight in determining the lease term where the
contract contains options to extend/terminate the lease

e HREHBEXREMBHE12EARN
RIEWHEERRAEHHEHER S

o HAKNBEEH RLHAENRERE
AERERAAEETHEN

R-ZE—NF— - BRABERUBRSEE
AIE16RPIELMTEINT ¢

The impacts arising from the adoption of IFRS 16 as at 1 January
2019 are as follows:

Increase/
(decrease)
2, Crd)
RMB’000
ARBT T
(Unaudited)
(REEERZ)
Assets BE
Increase in right-of-use assets FEAEEEEM 56,173
Decrease in prepaid land lease payments T+ 0 & R IE R (51,973)
Decrease in prepayments, other receivables and other FERFIE - Bt EGIE R M EER D
assets (1,270)
Increase in total assets AERMEE 2,930
Liabilities =R
Increase in lease payable e E N 3,237
Increase in total liabilities B EEEEIE N 3,237
Decrease in retained earnings REFER AL (307)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS B &% & B 55 ¥ R P 51 (48)

30 June 2019 —FE— N ENA=+H

2. BASIS OF PREPARATION AND 2. EEER ST BRER
CHANGES IN ACCOUNTING ENEFHw
POLICIES AND DISCLOSURES
(Continued)
As a lessee — Leases previously classified as EREABA — TR EAKER
operating leases (Continued) ENHE @
Impacts on transition (Continued) BEZE (&)
The lease liabilities as at 1 January 2019 reconciled to the operating RZE-NWF-A-—BHNEHEAGEHR_ZT
lease commitments as at 31 December 2018 is as follows: —NF+Z A=+ AN EHERENE
BRIATE -
RMB’000
ARBFIT
(Unaudited)
(REEEZ)
Operating lease commitments as at R-ZBE-NF+ZA=+—HHNKE
31 December 2018 HERE 5,719
Weighted average incremental borrowing rate as at RZE-NF—-A—BMEFIEE
1 January 2019 EENIES 4.9%
Discounted operating lease commitments at RZT-NF—-A—HBREBRLEE
1 January 2019 FEAE 4,877
Less: N
Commitments relating to short-term leases and those B HEERFSREER S —NF
leases with a remaining lease term ending on or T AT B ZARENTEE
before 31 December 2019 B AR FE (1,640)
Lease liabilities as at 1 January 2019 RZE-—hF—A—HWHEEARE 3,237
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

ch HARS BR x & B 5 HR R Bl 5 (48)

30June 2019 —ZE—AFRHA=1H

2. BASIS OF PREPARATION AND 2.

40

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(Continued)

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual financial
statements for the year ended 31 December 2018 is replaced with
the following new accounting policies upon adoption of IFRS 16 from
1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement date of
the lease. Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Unless the
Group is reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognised right-of-use assets are
depreciated on a straight-line basis over the shorter of the estimated
useful life and the lease term.

Lease liabilities

Lease liabilities are recognised at the commencement date of the
lease at the present value of lease payments to be made over the
lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of
penalties for termination of a lease, if the lease term reflects the
Group exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are recognised
as an expense in the period in which the event or condition that
triggers the payment occurs.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

2. BASIS OF PREPARATION AND

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(Continued)

Summary of new accounting policies (Continued)
Lease liabilities (Continued)

In calculating the present value of lease payments, the Group uses
the incremental borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased
to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in future lease
payments arising from change in an index or rate, a change in the
lease term, a change in the in-substance fixed lease payments or a
change in assessment to purchase the underlying asset.

Significant judgement in determining the lease term of
contracts with renewal options

The Group determines the lease term as the non-cancellable term of
the lease, together with any periods covered by an option to extend
the lease if it is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is reasonably certain
not to be exercised.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B F5 e = Bid 5 (7@

30 June 2019 —E—hFEA=1H

2. BASIS OF PREPARATION AND 2. MAEBEER ST HRER
CHANGES IN ACCOUNTING ENEE w
POLICIES AND DISCLOSURES
(Continued)
Summary of new accounting policies (Continued) FEBEME @
Amounts recognised in the interim condensed 0 B 5 R 4R & B A AR 8 7k R 18 7 7
consolidated statement of financial position and profit R £ EE
or loss
The carrying amounts of the Group’s right-of-use assets and lease REEMFRAEEERHAESENKRDEMN
liabilities and the movement during the period are as follow: NEAREEHIMT

Right-of-use assets

EREEE
Land Lease liabilities
+ it HEaE
RMB’000 RMB’000

AR®TT ARBT T

As at 1 January 2019 R=-ZE—NF—HA—H 3,237
Additions NE 348
Depreciation charge WEXH -
Interest expense B 88
As at 30 June 2019 R-ZE—NEXA=1+H 3,673
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

3. OPERATING SEGMENT

INFORMATION

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

° the food segment that manufactures and sells condiment
products

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

Information about major customers

Revenue amounting to 10 percent or more of the Group’s revenue
derived from sales to a single customer for the six months ended 30
June 2019 is set out in the following table:

wn O R IS i R B 5L (78

30 June 2019 —FE— N ENA=+H

REDHER

AEEEERERKANEERBELE -
BRERME  AEEE LB EAEE
BE—ET2RELHBMT

s HERHEERAKRARDD

HRAEEEZHRABKERARTENEP
HEREEMR  BASEEZAREMNIERDE
EPURHE - I 827 BRI RE%E
A% 8R4 & 7 AP AR FE RO I B Y -

BREEEFZEHR
TRESIBE-FT-NEAA=THLAMR

B A RSB A 10% 30 E Y E BI% S AR
EERUA

Six months ended 30 June
BZEAXA=1THILAREA

B2EX
BPY

Customer X
Customer Y

2019 2018
—E-NF —T)N\F
RMB’000 RMB’000
ARBT T AEBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
48,674

40,282

88,956
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
O HR G BR r © B F5 ¥ R B 5 (&)

30 June 2019 —E—hFEA=1H

4. REVENUE, OTHER INCOME AND 4. WA - Eftlg A R Uz
GAINS
Revenue, which is also the Group’s turnover, represents the net UG A (TREN AR EERE X5 IBENGEERE
invoiced value of goods sold, after allowances for returns and trade FESHNENEHERBEFEH A&EH
discounts. An analysis of the Group’s revenue, other income and WA~ B A RS T -

gains is as follows:

Six months ended 30 June
BZEARA=1THILAREAR

2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
AR¥T T AR¥FTT
(Unaudited) (Unaudited)

(REER) CREEZ)

Revenue from contracts with customers EEAH
Sale of goods HEEm 402,218 384,943
Revenue from contracts with customers EF&aHlE
() Disaggregated revenue information () ZIKkBEF]
For the six months ended 30 June 2019 BE-_ZE—-NAFARA=1THLAXEAR
Six months
ended
30 June
BZE
~NB=+H
IEREA
2019
—E-hEF
RMB’000
ARET
(Unaudited)
(REEZX)
Type of goods ERESE
Condiment products FAK 402,218
Timing of revenue recognition Wiy 228 TR % B A
Goods transferred at a point in time RE-—BZFEENER 402,218
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
AR S R < Y st (1)

30 June 2019 ZE—NEFERA=+H

4. REVENUE, OTHER INCOME AND 4. WA - B AR W5 @
GAINS (Continued)
Revenue from contracts with customers (Continued) EESHNE @)
(i)  Performance obligations (i) EBHEF
Information about the Group’s performance obligations is BRAARERBHSTFHEREIMMT -

summarised below:

Sale of products HEE

The performance obligation is satisfied upon delivery/receipt of BHEEIRRMNWZERBENK -
the products and payment is generally due within 30 to 90 B2 30E 0K ANEE] -
days from delivery, except for new customers, where payment NEFPABESERATNK - ;ETJF/\%’]
in advance is normally required. Some contracts provide eATPIREHEEE MEEESES
customers with a right of return which give rises to variable B REFR I TR AT R (E

consideration subject to constraint.

Other income and gains PN

Six months ended 30 June

BEASA=1THIEANEAR

2019 2018
—E-AF —ZE-N\F
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)

(REER) (RigE®Z)

Subsidy received 2 YA B 7,144
Interest income F B U A 883
Gain from sale of materials MEHEE W2 508
Rental income HEUWA 86

8,621
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B F5 e = Bid 5 (7@

30 June 2019 —ZE—NEFEARA=+H

5. PROFIT BEFORE TAX 5. FBR% A1
The Group’s profit before tax is arrived at after charging/(credit): REBBBRFE&NE,/ (Gt A) T&
18 :

Six months ended 30 June

BEASA=THIEANEAR

2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) CRigE®Z)

Cost of inventories sold EHFEKA 195,992 185,584
Depreciation e 31,935 21,589
Depreciation of right-of-use assets CREEEE 833 -
Amortisation of prepaid land lease payments B 1= #b 0 & 2k TE £ 54 = 637
Amortisation of intangible assets | A E 79 -
Minimum lease payments under operating RETHEBE T RERERE

leases 958
Auditor’s remuneration ZEEN B & 380
Employee benefit expenses (excluding EERABEX (TEEEEMNE)

directors’ remuneration):

Wages and salaries TERG® 17,695

Pension scheme contributions RIS ETEIHR 2,088

19,783

Foreign exchange loss, net M 5 BB 58 765
Donations SN 100
Research and development costs Tift 7T £ A B AR AN 17,978
Reversal of impairment losses of O EWE SR IBREEE

trade receivable
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

6.

7.

FINANCIAL STATEMENTS (CONTINUED)
ch HARS B &% & B 55 ¥ R P 51 (48)

30 June 2019 —FE— N ENA=+H

FINANCE COSTS 6. BERAK

Six months ended 30 June

BEASA=THIEANEAR

2019 2018
—E-nE  —ETNF
RMB’000 RMB’000
ARET ARBFT
(Unaudited) (Unaudited)
(REERK) (REFEZ)
Interest on bank loans and other borrowings #8717 & 7 & B {& 1 A &, 21,179
Interest on finance leases mEMREF S 2,026
Interest on lease liabilities HEBEMNEMX -
23,205
INCOME TAX EXPENSE 7. TEHMAX

Six months ended 30 June
BEASA=1THLEREAR

2019 2018
—E-NF —E-)\F
RMB’000 RMB’000
AR®T R AREET T
(Unaudited) (Unaudited)
(REBER) (REEEZ)

Current — PRC BER —
Charge for the period HAAZ H 15,533
Deferred BT 1,769
Tax charge for the period HNFE S 17,302
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
O HR G BR r © B F5 ¥ R B 5 (&)

30 June 2019 —E—hFEA=1H

8. EARNINGS PER SHARE 8.

ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic earnings per share amounts is based on
the profit for the period attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
578,750,000 (six months ended 30 June 2018: 578,750,000) in
issue during the six months ended 30 June 2019.

BRERNBNCENTENERRNQRLE
EaEFEEARGBERFEREE 2 NEF
NAZTHIESNER B BT LB MEFS
#578,750,000% (HEZ=—F— \F A =1
B 758 A : 578,750,000 %) °

Six months ended 30 June
BEASA=1THLREAR

2019 2018
—E-hF —E-)\F
RMB’000 RMB’000
AR¥T T AEBTTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Profit attributable to ordinary equity holders 7K/ B s #E a5 15 A A FE(h 75
of the Company (RMB’000) (AR®FIT) 92,219
Weighted average number of ordinary BEITERBRMNEFHE(TR)
shares in issue (in thousands) 578,750 578,750
Earnings per share attributable to ordinary RN B EREEREE ANEEFRETR
equity holders of the Company
— Basic and diluted (RMB cents) — ERNEE(ARESD) 15.9

No adjustment has been made to the basic earnings per share
amounts presented for the periods ended 30 June 2019 and 2018 in
respect of a dilution as the Group has no potential dilutive ordinary
shares in issue.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

10.

11

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

%

wn © B 15 = Bl 5F (78 )

30 June 2019 ZE—NEFERA=+H

DIVIDEND 9. RE
No interim dividend was proposed for the six months ended 30 June AAFTESREE S —LFEBA=1THI
2019. NERBRE R ERE o
The proposed 2018 final dividend of RMB7.0 cents per share, ZE - \FEEAFRETRARKT0H (&
totalling RMB40,513,000, was approved by the Company’s H AR 40,513,0007T) EEAR R FIRENL =
shareholders at the annual general meeting on 31 May 2019. It was T-NFRA=Z1T—"HBERERBF S it
recorded in “other payables and accruals” in the interim condensed e B E AP MRS MBI E
consolidated statement of financial position and was subsequently W EMmENZBENLESER | WEER
distributed in July 2019. T—NF+ARE -
Y
PROPERTY, PLANT AND EQUIPMENT 10. Y% - BRER®E
During the six months ended 30 June 2019, the Group purchased BE-Z—-NAFEA=1tHINEAR K&
property, plant and equipment with an aggregate cost of B E AR A A ARE 21,591,000 C(HE—
RMB21,591,000 (six months ended 30 June 2018: EZ-NFRA=Z+HLEREAR: ARK
RMB33,436,000). 33,436,000 7 ) KI¥) % - = R ff -
INVENTORIES 11. 78
30 June 31 December
2019 2018
—E-AF —ZT-N\F
ANA=+H +ZRA=+—H
RMB’000 RMB’000
AR¥T R ARBT T
(Unaudited) (Audited)
(REEER) (F&&ER)
Raw materials EA R 24,933 12,113
Work in progress TR 1,244,876 1,225,093
Finished goods K 15,956 39,296
Total inventories FE®EE 1,285,765 1,276,502
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ARG B R © B F5 e = Bid 5 (7@

30 June 2019 —ZE—hFA=1+H

12. TRADE RECEIVABLES 12. EWWE Z K18

30 June 31 December

2019 2018

—E-NEF —E-N\F

AAEZ+E +-A=+—H

RMB’000 RMB’000

ARBT T AREET T

(Unaudited) (Audited)

(REBEX) (fe&z)

Trade receivables FEWE 5508 217,504 195,341
Impairment VERIE! (439) (682)
Trade receivables FEUE Z 5008 217,065 194,659

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

periods for those long standing customers.

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

An ageing analysis of the trade receivables of the Group based on

AEEREFENESGRFIAEERS/E
EEMBER—ZEXNEA MEHEPHE
EfAEER -

ARER BB 1 R U (3] A0 LR R A 5 B
REEE - MBMARNNERTOASRELE
R c BRIRESHKAERTAE

REBEWE 57 IAREE R HNRE DT

the invoice date, is as follows: AN
30 June 31 December
2019 2018
—E-NF —E-N\F
RA=+H +ZA=+—H
RMB’000 RMB’000
ARBT T AEBTT
(Unaudited) (Audited)
(REER) (f&E%)
Within 3 months 31E A LA 195,914 187,215
3 to 6 months 3=6f@A 18,819 2,870
6 months to 1 year 6MEAZE1F 1,894 3,511
Over 1 year 1F A F 438 1,063
Total wBEt 217,065 194,659
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

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

30 June 2019 —FE— N ENA=+H

13. PREPAYMENTS, DEPOSITS AND 13. AT RIE - RERHMEUW
OTHER RECEIVABLES Hig
30 June 31 December
2019 2018
—E-NF —E-N\F
ARA=+H +ZA=+—H
RMB’000 RMB’000
ARET T ARBEFTT
(Unaudited) (Audited)
(REER) (se®|z)
Prepayments TR RUR 580,128 603,360
Value-added tax recoverable EEEE Y 179,154 125,808
Deposits and other receivables Ea R EAMEKFIA 42,511 29,487
801,793 758,655
Portion classified as non-current EDEAIERB D (402,769) (415,746)
Current portion included in prepayments, STATER FRIE « B WA R B A
other receivables and other assets BERREMD 399,024 342,909
The above balances are unsecured, interest-free and have no fixed PSR A EER - 28 R EFEERF
terms of repayment. The Directors are of the opinion that no H-EERA BARBNTIE  RekH
provision for impairment of prepayments, deposits and other fth FE U FRIB R IR B ©

receivables is necessary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
O HR G BR r © B F5 ¥ R B 5 (&)

30 June 2019 —ZE—NFRA=+H

14. CASH AND CASH EQUIVALENTSAND 14. B4 RBESZBYURTE

TIME DEPOSITS HEFEH
30 June 31 December
2019 2018
—E-NEF —E-N\F
RA=Z+H +ZA=+—H
RMB’000 RMB’000
AR®T T ARBETTT
(Unaudited) (Audited)
(REER) (e &z)
Cash and bank balances B MIRTTA 508,801 345,188
Time deposits TEHITE 3K 68,390 69,659
577,191 414,847
Less: b
Pledged for bank loans EIRAERURITE R (68,390) (69,659)
Cash and cash equivalents B MREEEY 508,801 345,188
Cash and cash equivalents are ReEMREEEMATYEE -
denominated in:
RMB AR 505,058 339,071
Hong Kong Dollar (HK$) B (ExT) 2,642 5,170
Usb E7T 1,101 947
Cash and cash equivalents HeRRSZEY 508,801 345,188
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
AR S R < Y st (1)

30 June 2019 ZE—NEFERA=+H

15. TRADE PAYABLES 15. BN E 5 FIE
An ageing analysis of the trade payables of the Group based on the AREEEMNE SRERBZ[HNERER DT
invoice date, is as follows: mr

30 June 31 December

2019 2018
—E-NF —E-N\F
ANBA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T T ARBT T
(Unaudited) (Audited)
(REEX) (f&EZ)
Within 3 months SEAUR 50,016 77,248
3 to 6 months 3Z=61EAH 19,655 20,661
Over 6 months 61&E A £ 31,657 15,417
101,328 113,326
Trade payables of the Group are non-interest-bearing and are REEENEZRBEATHEABEER—
normally settled on terms of one to six months. The carrying amounts EaN NG ,% o JERNE S HEMEREHA
of the trade payables approximate to their fair values. HAFERS -
16. OTHER PAYABLES AND ACCRUALS 16. HWEARIE R FEFTIEH
30 June 31 December
2019 2018
—E-NF —E=-N\F
~A=tH +ZA=1—H
RMB’000 RMB’000
AR®T T ARBETTT
(Unaudited) (Audited)
(REER) (FeE=Z)
Other payables E b A 192,611 100,230
Accruals fEETIER 29,136 26,048
Contract liabilities AHAaE 10,889 21,465
232,636 147,743
The above balances are unsecured, interest-free and other payables LG REER - TR B R E MR A
have an average term of three months. HFEERAR=EA -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
b HA S B8R n & B 5 ¥R R B 5 (58)

30 June 2019 —E—hFEA=1H

17. INTEREST-BEARING BANK AND 17. 5T BRI R EMER
OTHER BORROWINGS

30 June 31 December

2019 2018
—E-NEF —E-N\F
RA=Z+H +ZA=+—H
RMB’000 RMB’000
AR®T T ARBETTT
(Unaudited) (Audited)
(REER) (FEE=Z)
Current BNEA

Bank loans — secured® RITER — BiEFE 943,277 898,157
Other borrowings® Hfbfgzre 21,969 -
Finance lease payables® FEN R E T E I8 35,318 34,605
1,000,564 932,762

Non-current JERNHER
Bank loans — secured® IRITER — HiKRe 55,000 70,000
Other borrowings® Hfgzce 42,804 -
Finance lease payables® FENMRERERIE 10,816 27,962
108,620 97,962
Total wEt 1,109,184 1,080,724

NEXNA=Z+THBFERITREM
HIUARKTHE BE=FAEER
FIE3.92% E7.97%5T A °

The interest-bearing bank and other borrowings as at 30 June 2019 ®
were all denominated in RMB, repayable within three years and CE:
R

Z—
2 Hp
bearing interests at 3.92%-7.97% per annum. L

E“é;‘#\l
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

17. INTEREST-BEARING BANK AND
OTHER BORROWINGS (Continued)

(@)

The following assets were pledged as securities for interest-
bearing bank and other borrowings:

wn O R IS i R B 5L (78

— —

30 June 2019 —FE— N ENA=+H

17. 5T ERIT R EMER @

(@)

AT A BB IE R B B 8R7T R A A
R -

Carrying values

Property, plant and equipment

Leasehold land TAE
Right-of-use assets EREEE
Inventories rE
Pledged deposits [REFEUYER S

REE
30 June 31 December
2019 2018
—E-NF —E-N\F
RA=Z+H +ZA=+—H
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Audited)
(REEER) (f&E)
376,943 257,155
- 53,179
52,554 -
712,114 708,415
68,390 69,659
1,210,001 1,083,408

Certain of the Group’s bank loans were guaranteed by Mr.
Chen Weizhong, the Director of the Company, Ms. Xing Liyu,
spouse of Mr. Chen Weizhong, Mr. Chen Weidong, brother of
Mr. Chen Weizhong and related companies of the Group (note
22(d)).

As at 30 June 2019, the Group’s bank loans amounting to
approximately RMB730,277,000 (31 December 2018:
RMB660,920,000) were not in compliance with certain financial
loan covenants, among which a balance of RMB22,000,000
(81 December 2018: RMB88,000,000) that is repayable after
one year from 30 June 2019 has been classified as a current
liability. No further reclassification is needed regarding the rest
of the aforesaid bank loans since their maturity were all within
12 months and have already been classified as current
liabilities.

AEEETRITERBARBEEZRE
BEE REDEENEBBANEL
T RESEENRALBREREER
AEE R RIRE A RER (R 22(d) °

N-Z—-NAEXA=1H K~EEHIE
TEZRHANREET30,277,000 (= F
—NEFE+_A=+—H: AR¥
660,920,00070) T A FEETE@ME
R B AR 22,000,000
T(ZE—N\F+ZA=+—8: AR
#88,000,0007T) AR —E—NF XA
=T HB—FREE  WESEAR
FAE - FMRTERESREOERE
—HEHHE WIARERBHASE
12EARN - LEHBEARBAE -

AEBBTRAEMEFRNEAEREQAFE
GEE=a

The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HIG AR &

30June 2019 —ZE—AFRHA=1H

18. OTHER LONG TERM LIABILITIES

B 5 < B 5 (#8)

8. HttRHMER

30 June 31 December

2019 2018

—E-NF —E-N\F

AA=+HA +ZA=+—H

RMB’000 RMB’000

AR®T R ARBETTT

Notes (Unaudited) (Audited)

B5E (REER) (fEEZ)

Other long term payables Hib R EAFE N RE (a 133,000 133,000
Special payables FETERIATRIA (o 3,987 4,046
136,987 137,046

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

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

FINANCIAL STATEMENTS (CONTINUED)
AR S R < Y st (1)

30 June 2019 ZE—NEFERA=+H

18. OTHER LONG TERM LIABILITIES 8. HttRHIEE
(@  (Continued) @ (8&)
The balance of other long term payables was analysed as HEuREAEN FTBEBODTTAT ¢
follows:

30 June 31 December

2019 2018
—E-hEF —ZE=—N\F
AAS+R +=A=1-—H
RMB’000 RMB’000
ARBT AREFT
(Unaudited) (Audited)
(REEER) (fEEZ)
Amounts repayable: fE(EEFUE
1to 5 years 1 & 54 133,000 83,000
Over five years AFME - 50,000
133,000 133,000
(b)  Asat 30 June 2019, the actuarial liabilities existing in relation to ) RZZE-—NFAA=TH BERER
the retirement benefit obligations for employees who retired A% SR PR G B SE A WU RN B AR
prior to the acquisition of Huzhou Laohenghe Brewery Co., R A B RLRIKAYE B R IKE R B &
Limited by the controlling shareholder, Mr. Chen Weizhong, YEE%E?MEEE'HEELWTEWTEE’]
and the early retirement obligations for employees who early BEaEAARKES3987,000T(=
retired were RMB3,987,000 (31 December 2018: —-NF+ZA=+—H: /\Eﬁé}
RMB4,046,000). The benefit obligations arising from the plans 4,046,0007T) ° TEIEENBNEER
were unfunded. RETFES -
The movements of the actuarial liabilities recognised in the R BARA R AERNIEE B EEEH W
statement of financial position are as follows: N

30 June 31 December

2019 2018
—E-NF —ZT-N\F
ANA=+H +ZA=+—H
RMB’000 RMB’000
ARBT T AERBTT
(Unaudited) (Audited)
(REER) (&)

Carrying amount at the beginning of the MR EE

period/year 4,179
Benefits paid =ENEER (133)
At the end of the period/year EER 4,046

LEABEERAT — T A ERERE 57



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
O HR G BR r © B F5 ¥ R B 5 (&)

30 June 2019 —E—hFEA=1H

19. SHARE CAPITAL 19. IR
Shares iz 19
30 June 31 December
2019 2018
—E-NEF = AN
RA=+A +ZA=+—H
RMB’000 RMB’000
AR®ET T AR®EFT
(Unaudited) (Audited)
(REEX) (f&#Z)
Authorised: VERE
1,000,000,000 ordinary shares of 1,000,000,000 A% & A% & {8 0.0005
US$0.0005 (RMBO0.00305) each E7T (AR#0.00305 7T ) K38 MK 3,050
Issued and fully paid: BEETREE -
578,750,000 ordinary shares of 578,750,000 A% & A% E {& 0.0005
US$0.0005 (RMB0.00305) each X1 (AR 0.00305 7T ) B 38 A% 1,767
777 QUL (=
20. OPERATING LEASE 20. REHETH
ARRANGEMENTS
The Group leases certain of its land and buildings under operating REERBEEHERHERE T i RE
lease arrangements. Leases for land and buildings are negotiated for Fo Lt MEFHRERANT —E2+F
terms ranging between one to ten years.
The Group had total future minimum lease payments under non- REBREBEIPAN T BEEEHEESNGN
cancellable operating leases falling due as follows: RRRARFE EFHIBLZEAOT -
31 December
2018
—E-)\F
tTZA=+—~H
RMB’000
AR®ETF T
(Audited)
(FeE=Z)
Within one year —F R 2,139
In the second to fifth years, inclusive FEZFEFRFAN(BREEEMT) 2,076
After five years hF% 1,504
5,719
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
AR S R < Y st (1)

30 June 2019 ZE—NEFERA=+H

21. COMMITMENTS 21. A&iE
In addition to the operating lease commitments detailed in note 20 B E M sE 20 T st il MY A& S E A ESN - K
above, the Group had capital commitments as follows: EBEA Y& AN EME -
30 June 31 December
2019 2018
—B-nE S NE
AA=+H +TZA=1+—H
RMB’000 RMB’000
ARBT T AEBTTT
(Unaudited) (Audited)
(REER) (fEE%)
Contracted, but not provided for: BERTXVBRETIR B -
Plant and machinery R K e 2s 133,281

22. RELATED PARTY TRANSACTIONS 22 BB TR B

(@) Name and relationship of related parties (@) BEANHE EBRER
Name Relationship
HE LB [22RE
Mr. Chen Weizhong The executive director of the Company
PRETAR A RATIMITES
Mr. Chen Weidong Brother of Mr. Chen Weizhong
PRITER T4 PRET AR S A O R T 55
Ms. Xing Liyu Spouse of Mr. Chen Weizhong
TBF) E 224 BR &7 ST A Y BC A
Zhejiang Zhongwei Brewery Limited ~ Company significantly influenced by Mr. Chen Jinhao, son of Mr. Chen Weizhong
AT IREEE R R A A FRE B 5L A B 52 F Chen Jinhao e A E B E R & KA A
. . . 44 A &= 4t
(b) Outstanding balances with related parties (b) EE\%QH’PE HAR RS

The Group had no outstanding balance due to its related

parties as at 30 June 2019.

—NERNA=TH  AKEHE
Vﬁféﬁ THIRER G o

ZEMBSEARLAR —T—hFHhERE
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30 June 2019 —E—hFEA=1H

hHARSBRGR S8

22. RELATED PARTY TRANSACTIONS

(Continued)

(c) Compensation of key management personnel

(d)

of the Group

22 B R R F @)

) AEEFEEEAENME

Six months ended 30 June

BEANA=THLEANEAR

2019
—B-NF
RMB’000
AR¥T T
(Unaudited)
(REER)

TEL

2018
—E-N\F
RMB’000
ARBTT
(Unaudited)
(REEZR)

293
38

31 December
2018
—ZT-N\F
+=—A=+—8”
RMB’000
AEBTT
(Unaudited)
(REEEZ)

50,000
587,160
20,000

Salaries, allowances and benefits in kind #ﬁ © ORI R B S
Pension scheme contributions RIRESET SR
Total compensation paid to key TRFFEEEAENHE
management personnel @
Transactions with related parties: (d) EHEBLIHNRS :
30 June
2019
—E-hF
~NA=+H
RMB’000
AR¥T T
(Unaudited)
(REEZR)
Bank loans guaranteed by: BRTEFHUTELER
Mr. Chen Weizhong PR A =
Mr. Chen Weizhong and Ms. Xing Liyu PRE B LA RIBR ERZ L 569,040
Mr. Chen Weizhong and Mr. Chen Weidong ~ BRET 858 4 R R BTER 2 4 70,000
Mr. Chen Weizhong and Ms. Xing Liyu and ~ BRETR LA RBF EL AR
Zhejiang Zhongwei Brewery Limited AL IREEE B R AR 135,000

774,040

Honworld Group Limited Interim Report 2019
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