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CORPORATE INFORMATION
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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

The board (the “Board”) of directors (the “Directors”)
of China Shenghai Food Holdings Company Limited
(the “Company”) is pleased to announce the unaudited
consolidated interim results of the Company and
its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2019 (the “Reporting
Period”), together with the comparative figures for the
corresponding period in 2018.

BUSINESS REVIEW

The Group sells dried seafood, algae and fungi, and
seafood snacks in the PRC. The Group (i) sources
high quality raw and processed raw materials, (ii)
sub-contracts processing of the unprocessed raw
materials to third parties, (iii) packages products at its
own packaging facilities or through its sub-contractors,
and (iv) sells packaged products under its own brand
“Wofan (JK2) ". The Group also sells dried seafood,
algae and fungi without packaging.

The Group's revenue fell by approximately 15.6%
to approximately RMB274.0 million in the Reporting
Report from approximately RMB324.5 million for the six
months ended 30 June 2018. China’s economy grew by
6.3% and 6.2% during the first and second quarter of
2019. This is the lowest figure since records began in
March 1992, as the economy begins to show signs of
pressure from the ongoing US trade war.

The Group's gross profit for the Reporting Period fell by
19.4% to approximately RMB67.2 million (Six months
ended 30 June 2018: approximately RMB83.3 million
while gross profit margin fell to 24.5% (Six months
ended 30 June 2018: 25.7%).
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWEDS M

The Group has a comprehensive product portfolio with
different raw materials, flavouring and packaging and
considers each product to be distinctive. The Group
seeks to differentiate itself from its competitors by
providing a broad and convenient choice of safe and
quality products, which creates additional opportunities
to drive the overall sales. During the Reporting Period,
the Group offered over 100 types of dried seafood,
30 types of algae and fungi, and 60 types of seafood
snacks.

The Group’s products are sold through supermarkets,
trading companies, convenience stores and other sales
channels, such as food companies, gift stores and
e-commerce retailers. During the Reporting Period,
products sold through supermarkets continued to be
the pillar to the Group's sales and the proportions for
revenue contributed for each of the above channels was
similar to the six months ended 30 June 2018.

The revenue decline of the Group during the Reporting
Period was driven by the US-China trade war, which
resulted in a slump in domestic demand as well as
lower Chinese consumer confidence. The sustainable
growth of the Group lies on the proven sales records
and stable supply of its wide ranges of products.

OUTLOOK

Since the end of 2018, individual consumer
confidence was affected by trade dispute between
the United States and China resulting in slowdown of
manufacturing and exporting industries, as well as by
the depressed stock market and real estate market in
China.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

The United States Trade Representative office
announced on the 1st August 2019 that the US will
impose fresh 10% tariffs on Chinese imports, effective
from 1 September 2019 and 15 December 2019. The
Chinese State Tariff Committee signaled on the 15th
August that China will impose retaliatory measures
against the US. The Group believes the escalating trade
tension between US and China will put downward
pressure on Chinese consumer confidence. Since
seafood and algae are consumer discretionary, their
demands are expected to decrease significantly.
The management is taking every precautious step to
mitigate the Group’s market exposure and diverse
the Group's portfolio. As such, the Group is no longer
pursuing the purchase of land in mainland China due
the economic uncertainty ahead. The current plan is to
rent additional factory spaces to maximize the Group's
organic growth prospects. Meanwhile, the Group is also
actively pursuing overseas and domestic collaborative as
well as merger and acquisitions opportunities by making
the best of the financial strength of the Company with
a view to broadening its income streams and retaining
the growth momentum.

XEESGREPRAENR_F—NF
NA—REM XEEHPEEAR
fan INAE10% Y BE R - A2 A B30 5l /%
“E-NAFAR-—BR-IZ-NF
TZA+HEA - EE BB E LA
ZBE/\A+RARXRT PEBHE
BEREREEEE - A EERR P
XZATHARNESERBEH
HPBEEEEELEXTITEN - |

BEAEEEMRTIFLT R Bt
B EBREHAERLD - EEELE
RER— ) RE A b AR A 8
miBER  TEAEENKREESS
TeAE e Bk R R R R T HEE
M AEETBEETTREAERES
i BATAVET B S E MBI TR ZE
B UERK(CEBMNEHIERAS -
[ B - 7N &2 | IR AR 1R = 58 S e B A
BIEARGIBERE RO BEARA
E A TS B F7 - LA A WA SR B £R 15
BRHAN-

FEASRMIERERAR | ZF— P HRE
China Shenghai Food Holdings Company Limited | Interim Report 2019
7



MANAGEMENT DISCUSSION

AND ANALYSIS
EEER WD

OPERATING RESULTS AND FINANCIAL

REVIEW
REVENUE

During the Reporting Period, the Group's revenue fell
approximately 15.6% from approximately RMB324.5
million for the six months ended 30 June 2018 to
approximately RMB274.0 million for the six months
period ended 30 June 2019, primarily due to the
increase in the average selling prices but lower sales

volume.

The table below sets out a breakdown of the Group's
revenue categorised by product types during the

Reporting Period:

RERER M EE R

Uy &

RBEBE AEEHKSHEE=
T-NEANAZTBHLEANEAHA
R¥324 58 BL AL #415.6% % &
E-E-AFRNA=ZTHLEAREAR
HEMOARB240B8 T T26H
REHEEEINMEERD -

TREFIXNHERERAEBRER

8580 B R AR AR

Six months ended 30 June
BEXA=THLRER

% to total % to total
2019 revenue 2018 revenue
FERN FakaEm
—E-hE 5ot Z—E-N\F Bl
RMB’000 (%) RMB'000 (%)
AR®TR AREFR
Dried seafood ¥EEM 140,734 51.4% 160,867 49.6%
Algae and fungi EFERREEED 110,801 40.4% 133,746 41.2%
Seafood snacks BEREER 22,460 8.2% 29,842 9.2%
273,995 324,455
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

The table below sets forth the revenue contribution 3% 371 5 %R 45 2 5 A & (] 8 & 28
from the Group’s sales channels during the Reporting B URZS =R
Period:

Six months ended 30 June
BEAA=THLERER

% to total % to total
2019 revenue 2018 revenue
R BBk
—E-nE Aok ZZE-N\F BOL
RMB'000 (%) RMB'000 (%)
AR®TR AREFR
Supermarkets Bm 144,342 52.7% 170,613 52.6%
Trading companies ELVNG 60,398 22.0% 75,996 23.4%
Convenience stores EFE 13,696 5.0% 14,818 4.6%
Other sales channels HiipERE 55,559 20.3% 63,028 19.4%
Food companies LXVNS 21,635 7.9% 22,942 7.0%
Gift stores BmE 14,144 5.2% 18,129 5.6%
E-commerce retailers TEER 18,658 6.8% 19,121 5.9%
Others Hity 1,083 0.4% 2,819 0.9%
Self-owed website A& 8k 39 0.0% 17 0.0%
273,995 324,455
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

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

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

ERNREF=E
ENEREBEERA  EFNXEE
MIBR AU R - A B 2 EL IR ©

TRBFIA RS A EER AR
SHEFIRERE

Six months ended 30 June
BEAA=THLERER

Gross profit Gross profit
2019 margin 2018 margin
“E-RE ERE —ZE-N\F EME
RMB'000 (%) RMB'000 (%)

AR®TR ARBTFT
Dried seafood BEM 34,521 24.5% 41,546 25.8%
Algae and fungi SREQRREER 27,745 25.0% 34,667 25.9%
Seafood snacks BERBER 4,929 21.9% 7133 23.9%
67,195 24.5% 83,346 25.7%

SELLING AND DISTRIBUTION EXPENSES HERDHEBAX

Selling and distribution expenses primarily consist of
salaries and employee benefit expenses for employees
engaging in the sales and promotion activities,
transportation expenses, advertising and promotion
expenses, rental expenses and other expenses. This
decrease was primarily due to the Group's reduced
efforts on promotion and advertising on the products in
new markets. As a percentage of revenue, our selling
and distribution expenses increased to approximately
8.1% from 78% for the six months ended 30 June
2018.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of salaries
and employees benefit expenses, rental expenses,
office expenses, depreciation and others. The increase
of administrative expenses is due to an increase in
depreciation expenses. As a percentage of revenue,
our administrative expenses increased to approximately
2.4% from 1.4% for the six months ended 30 June
2018.

INCOME TAX EXPENSE

Income tax expense primarily consists of the Enterprise
Income Tax of Xiamen Wofan Foodstuff Company
Limited (“Xiamen Wofan"”) and Fujian Wofan Foodstuff
Company Limited (“Fujian Wofan"), the applicable tax
rate of which being 25%. For the six months ended
30 June 2019 and 2018, income tax expense were
approximately RMB10.4 million and RMB14.5 million,
respectively. The effective tax rates, calculated as the
income tax expense divided by the profit before income
tax, was approximately 26.4%, and 26.7% for the six
months ended 30 June 2019 and 2018, respectively.

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

Hong Kong profits tax at 16.5% has not been provided
as our Group had no assessable profits arising in Hong
Kong for the six months ended 30 June 2019 and 2018.

LIQUIDITY AND FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

CASH FLOWS

During the Reporting Period, the Group funded
its working capital and other capital requirements
principally by cash generated from our operating
activities and advances from shareholders.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

NET CURRENT ASSETS

Net current assets increased from approximately
RMB371.1 million as at 31 December 2018 to
approximately RMB398.0 million as at 30 June 2019.
The increase was primarily attributable to the mixed
effects of the increases in inventory and cash and cash
equivalents.

CASH AND CASH EQUIVALENT AND BANK
BORROWINGS

During the Reporting Period, the Group maintained
a healthy liquidity position. As at 30 June 2019, cash
and cash equivalents of the Group was approximately
RMB278.4 million, as compared to approximately
RMB234.3 million as at 31 December 2018.

GEARING RATIO

As at 30 June 2019, the gearing ratio (calculated by total
debt divided by the total equity as at the end of the
year/period) of the Group remained nil as the Group has
no bank borrowings.

CAPITAL EXPENDITURES

For the six months ended 30 June 2019, the Group had
capital expenditure of approximately RMB4,000 (Six
months ended 30 June 2018: RMB3,467,000).

CAPITAL COMMITMENTS
As at 30 June 2019, the Group did not have any material
capital commitments

CONTINGENT LIABILITIES
As at 30 June 2019, the Group did not have any material
contingent liabilities or guarantees.

PLEDGE OF ASSETS
As at 30 June 2019, the Group did not pledged any
assets.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

USE OF NET PROCEEDS FROM INITIAL PUBLIC
OFFERING

The shares of the Company were listed on the Main
Board of the Stock Exchange on 18 July 2017 with net
proceeds from the global offering of approximately
HK$123.3 million (after deduction of underwriting fees
and commissions and expenses payable in connection
with the global offering). According to the intended
use as set out in “Future Plans and Use of Proceeds”
in the prospectus published on 30 June 2017 (the
“Prospectus”), the amount utilised as at 30 June 2019
was as follows:

BERLAABRERSREFERAER

KRARBROR-ZZE—EFLA+N
AEBIMAERLET KA 2HE
EMBFIAFRARIBIEEAET
(HBEE2EBEERNNEHERR
BEeEkMAX) RE-_ZF—EFRA
=+ RFMIABRER ([HBEER])
WIARRF S RAEFIERE]FAH
WBRERSR RZE-—NFERA=T
HOESHRSB|MT

Net proceeds (HK$ million)
fIeXEFE (AEET)

Percentage Available Utilised  Unutilised
ltems EH o A A EBA AEA
Enhance the market access mEmSEAR

and deepening the penetration  JF A2 EF

of Northern China and I E R

Central Western China FESHE 36.3% 44.8 379 6.9
Acquire new packaging WERBERE

equipment and establishing REVEER

the quality control and R AL

testing centre 29.1% 359 35.9 -
Diversify and increase the EARMAHEE

sales and promotion efforts REENE 24.6% 30.3 23.0 73
General working capital —REELS 10.0% 12.3 12.3 -
The Company has no intention to use the proceeds ZARREEKERBRHES R
contrary to the description as stated in the Prospectus. AR S 12 Fr i 69 i »
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEER WD

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

EXCHANGE RISK EXPOSURE

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

INTERIM DIVIDEND

The Board did not recommend the payment of an
interim dividend for the six months ended 30 June 2019
to the shareholders.

EHSRRERERAT | —F—
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEEARAEMER

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

As at 30 June 2019, the interests and short positions
of the Directors or the chief executive of the Company
in the Shares, underlying Shares and debentures of the
Company and its associated corporations (within the
meaning of part XV of the SFO) which would have to
be notified to the Company and the Stock Exchange
pursuant to divisions 7 and 8 of part XV of the SFO
(including interests and short positions which he is
taken or deemed to have under such provisions of the
SFO) or which will be required, pursuant to section
352 of the SFO, to be recorded in the register referred
to therein or which will be required to be notified to
the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors
of Listed Companies contained in Appendix 10 to the
Rules Governing the Listing of Securities of the Stock
Exchange (“Listing Rules”) (“Model Code”), will be as
follows:

EERERITBRAEBRKRSG
BRORESHEERXA

MRZZ—AEXA=+H EEHA
NEEBITBRABERRARIREE
BEAEB(TELBHFRPEEHE
XVER) By A% 1% - FEBE A% 10 Sk (& 5
BRBFHFRE K BEXVIBETR
8N B A G RN T R B T 1 25
FKA (BEREES RBEEHN
BHBEXEBEEAREEEEN
B RAR) KREEFLFRBPEK
1) SE535216 B 28 A 5% 16 By sttt & 50 i 5
BRI XES EMRA ([ LT8R
DK SX10FTEH ET AR EBET
BHERSWZESA ([Z2SFA])
BERIE RN T R AT S %
BT

Approximate
percentage of

shareholding
Number of Interest (%)
Name of Director Capacity/Nature of interest shares BREN
EEpR 5/ EHEMEE Rt & E B (%)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
B&mEsE Long position (Note)
REBEGEENESR A (M)
Note:  The entire issued share capital of Precisely Unique MifE: $ETARAAMNEIEHITIA

Limited is legally and beneficially owned by Mr. Liu
Rongru, who is deemed to be interested in the Shares
held by Precisely Unique Limited.

mERMEESERERER
BIERMELEFRRRHEFTERD
AFAMRD P HEA L
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEEARAEMER

INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY
On 30 June 2019, so far as the Directors are aware,
without taking into account the Shares which may be
issued pursuant to the exercise of the options which
may be granted under the Share Option Scheme (as
defined below), the following persons (other than
a Director or chief executive of the Company), who
had interests or short positions in the Shares or the
underlying Shares which would fall to be disclosed
under the provisions of Division 2 and 3 of Part XV
of the SFO, or which would be required, pursuant to
Section 336 of the SFO, to be entered in the register
referred to therein, were as follows:

FERRRAQARMD REER
DHERR KR

R-ZE-AFRA=+TH REEMR
ARt RRETEERES S (G
# R TR T AR Mg A i 1
AR EITHRD  HIAL (AIFE
ERARABMITHAR) R K
HEROPHEAEREESMHAE K
I EEXVED 2 K375 B 1Y 16 S /A 3 BR
Mg AR IREES R K
I 5833616 A RE A % {5 At i & RC A1 69
R NORR

Approximate
percentage of

shareholding
Number of Interest (%)
Name Capacity/Nature of interest shares BREN
] B/ RRME ROEE B (%)
Precisely Unique Limited Beneficial owner (Note 1) 525,000,000 52.5%
HEBRAA ERmEAA (Max1)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
B&mEs Long position (Note 1)
REHERRNER 1R (HE)
Ms. Lin Yueying Interest of spouse (Note 2) 525,000,000 52.5%

WAL L Rz (M2)

Notes:

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

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

M EE

1. HEBRARANZHMEHITRAH
FEMELEEEREGER  FIRM
EEBRARBHTERARFTAN
Bty o A R o

MARZ LRI RNEENRRE R
BEFLHEG AR TR
REEERBRMEEREA RN
AR A -
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMER

SHARE OPTION SCHEME

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

BB IR REET &

BEEZ2ERENR -_ZT—LFEXA
TH-ZHBBRRER AAQALE
BIEFRMBARET 2 (TR EST
1) ABTEREFLARA Y
REBMELERMAEREEAL
RIEERETE EESURBRE
F(RERTES FRTESELE
VIRITES) AAFHBARZ
EE AEEREEREZCERME
RAEQERBEAEEELERD
FREMALT (BREEREMER)
B AR o B AR B R
NREARBRA - RIRIBEERE
EE T RO EREETFE M
BORBRERD ARFERYEET
BREFESIMEZEBME BYLH
B/ REAEEN R RIR B E
BT 8 K A o] H i AR A 7] B8 AR AT &
MAl R FREBRENSSROEE
AHRHTBRBABREEHREE (TER
ARABARAE-_ZT—tEXA=Z+
ANBBRER)EKREBEERITRGE R
#/10% - B1100,000,0000% & 15
BT MREEREE (A
DEMEAEAMBERERTED) NIERE
KB EIEm Al BTG - R
RABREEBREARS £ ST
B,/ EHRBTERE MR
HRRON o
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMER

SHARE OPTION SCHEME - continued

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

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

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

BRERTE &

GIBEARBBRRERRBERAEG LS
TTHEAE - BRI E N BB AR AT 8 R AE
fEMALRBERESS (21EC
TEERITEBRE) N —BEER
SDEERHDORMHEE THBBER
N AR — 1218 A B E 3
TRHOMI% - EMEESE KQF
BHRTBRABRTERR (EHER L
TRAFEEMESOBEA E
ERETRAADETHRERERER
P IERITEFI A - BRIEARR
ARRERRARE EBTHAER
FETRAURERE  GUREBER
R B R A A Ho Al A R B BB AR A A
2 (BESTERRITERERE) T
BRYIERRAEMABILIFENTE
ERESENBEANROEA T
SR8 EA —E218 B B2 %17
R E01%HE HEBBRAEE

JT °
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMER

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of good
corporate governance in the management of the Group.
The Company has adopted the Code Provisions in the
Corporate Governance Code (“CG Code”) as set out
in Appendix 14 to the Listing Rules as its own code
of corporate governance. The Board confirms that the
Company has complied with the CG Code throughout
the six months ended 30 June 2019.

On 6 August 2019, Mr. Jiang Dehua (“Mr. Jiang”) has
resigned as an executive director of the Company
and the chief executive officer of the Group and on
the same date, Mr. Liu Rongru, an executive director
of the Company and the chairman of the Board, has
been appointed as the chief executive officer of the
Group. According to code provision A.2.1 of the CG
Code, the role of chairman and chief executive should
be separated and should not be performed by the
same individual. As the duties of chairman and chief
executive of the Company are performed by Mr. Liu
Rongru, the Company has deviated from the CG Code.
Being aware of the said deviation from code provision
A.2.1, but in view of the current development of the
Group, the Board believes that with the support of the
management, vesting the roles of both chairman and
the chief executive officer by the same person can
facilitate execution of the Group’s business strategies
and boost effectiveness of its operation. In addition,
under the supervision by the Board which consists of
three independent non-executive Directors, the interests
of the shareholders of the Company will be adequately
and fairly represented. The Company may seek to
re-comply with code provision A.2.1 by identifying and
appointing a suitable and qualified candidate to the
position of the chief executive officer in future.

EFEERTA

E=HARINEEERERER
ERTEMNBEENE - AARERM L
WmARAM S I4E R E AR ([H
EERTA D AT AN (ERAR
AMEEERTR -E=ZFHER

AARBE-_FT-AFNA=T1H
EREAR—EETEEERTH -

RZZB-AFENARR BEELEE
(TBELEDEBEARRNTES
RAEETHEAR - RRA  AQE
WITESREZTFIFRRMEL
BRERAKETHRAE REDLE
EIAT R T AR EA 21K £
FETHRAENACRED R RTE
ME— AT R B RmE LT
AN B EEFRITRALE M (E BT - iR
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Ffr st I B = AR SC SR A2 1 IREO B -
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMER

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

AUDIT COMMITTEE

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

The Audit Committee has reviewed and discussed the
interim results of the Group for the six month ended
30 June 2019.

UPDATE OF DIRECTORS’ INFORMATION

On 9 July 2019, Mr. Huang Xingluan resigned as
Independent Non-Executive Director of the Company
and a member of the Company’s Audit Committee,
Remuneration Committee and Nomination Committee
and Mr. Chen Sze Hung has been appointed as
Independent Non-Executive Director of the Company
and a member of the Company's Audit Committee,
Remuneration Committee and Nomination Committee.
Mr. Chen Sze Hung has entered into a service
agreement with the Company for an initial term of
three years. He will hold office until the next annual
general meeting of the Company and is thereafter
subject to retirement by rotation and re-election in
accordance with the articles of association of the
Company. Mr. Chen Sze Hung is entitled to an annual
salary of HK$100,000 plus discretionary bonus which is
determined by the Board on the recommendation of the
Remuneration Committee and by reference to his duties
and responsibilities and prevailing market conditions.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EEERRAMER

On 6 August, 2019, Mr. Jiang Dehua (“Mr. Jiang”) has
resigned as an executive director of the Company and
the chief executive officer of the Group due to his health
reasons. Mr. Jiang will remain as a consultant to the
Group providing advises on the Group's business. On
6 August, 2019, Mr. Liu Rongru, an executive director of
the Company and the chairman of the Board, has been
appointed as the chief executive officer of the Group.

PURCHASES, SALE AND REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s
securities listed on the Stock Exchange during the six
months ended 30 June 2019.

EMPLOYEES

As at 30 June 2019, the Group had 614 full time
employees in total (31 December 2018: 645). The
Group's emolument policy is to remunerate its
employees based on their performance, experience and
prevailing industry practice. Competitive remuneration
package is offered to retain elite employees. The
package includes salaries, medical insurance,
discretionary bonuses, other benefits as well as
mandatory provident fund schemes for employees
in Hong Kong and state-managed retirement benefit
schemes for employees in the PRC.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME - UNAUDITED
FEeBEaREMZEARER - REEX

For the six months ended 30 June 2019 BE —T—NF XA =+HIE~EA

(Expressed in Renminbi) ( LAAREEFIR)

Six months ended 30 June
BEXA=+tHLEAREA

2019 2018
—E-hE ZZT—N\F
Notes RMB’000 RMB'000
M = ARBTRT AR¥ETRT
Revenue WA 273,995 324,455
Cost of sales SHE AR (206,800) (241,109)
Gross profit EA 67,195 83,346
Other income and other H A U A K o Ath U m
gains 1,266 1,465
Selling and distribution $HE R R
expenses (22,118) (25,301)
Administrative expenses THRE (6,695) (4,667)
Reversal of expected credit & REENTEHEE
losses of financial assets [agi=kedE 199 =
Other expenses HiBMH (319) (309)
Profit from operations BERF 39,528 54,534
Interest on lease liabilities HEARBZAE (84) =
Profit before income tax B FT 18 %% A1 5% R 5 39,444 54,534
Income tax expenses s 6 (10,401) (14,534)
Profit for the period RATEE AEN
attributable to owners B REF
of the Company 29,043 40,000
Other comprehensive Hit2EBA
income
Items that may be HE e E IR
reclassified subsequently BmhyEE -
to profit or loss:
— Exchange differences —HREGINEBEE
arising from translation HIRE H =5
of foreign operations (20) 89
Other comprehensive HREMmEERA
income for the period (20) 89
Profit and total KAEEE ANEAE
comprehensive income for HRAEFIR
the period attributable to  ZHE W A#%E
owners of the Company 29,023 40,089
Earnings per share HRAF
— basic and diluted (RMB) —EARRE#E
(AR¥) 7 0.029 0.040

The notes on pages 28 to 60 form part of this interim #2885 & £608 M K 5 /& 4 & 2 Bf
financial report. TRy — 25 o
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION - UNAUDITED
BB R - REEX

At 30 June 2019 KW= Z—AFNA=+H
(Expressed in Renminbi) (JAA R¥7I7R)

As at As at
30 June 31 December
2019 2018
R-ZZB-HIE RZZT-N\F
~A +=A
=t+H =+—H
Notes RMB’000 RMB’'000
[{hg=3 AREBTRT ARETT
ASSETS AND LIABILITIES EEREE
Non-current assets IRBEE
Plant and equipment = K& 8 74,405 34,913
Prepaid lease payments JafHERA 54 79
Non-current prepayments W B & 22 Y
for acquisition of JEmBN TN SR
plant and equipment 9 - 35,000
Deferred tax assets BRERIBEE 155 281
Deposits paid to suppliers TR THERZES 5,661 5,616
80,275 75,889
Current assets REEE
Inventories FE 10 81,992 70,306
Trade receivables B 5 W EIE 1 68,052 109,942
Deposits, prepayments and &% - ?EH«TAIE&
other receivables H b jE I RIE 12 7,399 12,713
Cash and cash equivalents ReERREEED 278,381 234,253
435,824 427214
Current liabilities REBAEE
Trade payables B SR HIAE 13 19,199 39,910
Accruals and other payables Bzt & A K HM
FEATRIA 14 13,439 7271
Lease liabilities HEAaf 1,012 =
Provision for taxation HIass 4,176 8,918
. 37826 . 56,099
Net current assets REBEEFE 397,998 371,115
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION - UNAUDITED
FEMBMRRR - RAREX

At 30 June 2019 R=Z—NFRA=+H

(Expressed in Renminbi) (JAAR®7I7R)

As at As at

30 June 31 December
2019 2018
R-ZZB-HLE RZT-NF
~A +=A

=+A =+—H

Notes RMB’000 RMB’'000
[{hg=3 AREBTRT ARETT

Total assets less current HEERRBAR

liabilities 478,273 447004
Non-current liabilities kRBEE
Lease liabilities HEaE 2,246 =
Net assets EEFE 476,027 447,004
CAPITAL AND RESERVES EXRHE 15
Share capital A& 7N 8,723 8,723
Reserves & 467,304 438,281
Total equity s 476,027 447004

The notes on pages 28 to 60 form part of this interim £528H %= 5608 &) i 5t & A< /b 21 Bt
financial report. BWER—FED °
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY - UNAUDITED

RERRBER - REER
For the six months ended 30 June 2019 HZE—-T—NF A =1+HI<EA
(Expressed in Renminbi) (JAAR¥7I7R)
Share Share Special ~ Statutory  Exchange Other  Retained
capital  premium reserve reserve reserve reserve profits Total
Bx  RGEE* RREE EREE ERGE RS REEN a8
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTL ARETT ARETR ARETR ARETR ARETR ARETR ARETR
Note 15(0) Note (a)
Ki150) LR
At 1 January 2018 W-E-NE-A-H 8723 138,185 17800 13,667 (2,523) 5,800 188,391 370,043
Profit for the period Eilayl) - - - - - - 40,000 40,000
Other comprehensive income 8 2 R
Exchange difference arising ~ BEBINEEELR
from translation of ERZE
foreign operation - - - - 89 - - 89
Total comprehensive income N2 EHNALE
for the period - - - - 89 - 40,000 40,089
Transfer to reserves SRR - - - - - - - -
At 30 June 2018 and RZE-NERAZTER
1 July 2018 ZE-N\EtA-H 8723 138,185 17800 13,667 (2,434) 5800 228391 410132
Profit for the period iyl - - - - - - 36414 36414
Other comprehensive income 8 2 R
Exchange difference arising 2 EBHERELH
from translation of EizE
foreign operation - - - - 458 - - 458
Total comprehensive income ~ SRI2EMAZE
for the period - - - - 458 - 36,414 36,872
Transfer to statutory reserves  EBZEFERE - S S 3763 = = 3,763) =
At31December2018and ~ R=E-NE
1 January 2019 tZB=t+-8k
“§-n¥-5 -8 8723 138185 17800 17430 1,976) 5800 261,042 447004
Profit for the period Brgs - - - - - - 29,043 29,043
Other comprehensive income £t 2 FRA
Exchange difference arising R ESNEBELH
from translation of EiER
foreign operation - - - - 20) - - 20)
Total comprehensive income SN2 EMAZE
for the period - - - - (20) - 29,043 29,023
Transfer to reserves BREER - - - - - - - -
At 30 June 2019 R-B-AEXA=TH 8723 138,185 17,800 17430 (1,996) 5,800 290,085 476,027
*  The total of these accounts as at the reporting dates * HEREHHNZSHREEABIELR
represents “Reserves” in the consolidated statements of ETBARRERAE [FEE] -
financial position.
Notes: Bt 5
(a) Share premium account of the Company represents the (a) ZAN2A &2 M7 % B8 Tb?a B W15
excess of the proceeds received over the nominal value of RENRARRERITROEEZ
the Company’s share issued. R ©
FEASRMIERERAR | ZF— P HRE

China Shenghai Food Holdings Company Limited | Interim Report 2019
25



CONSOLIDATED STATEMENT OF

CASH FLOWS - UNAUDITED
HEBEERER-KEEX

For the six months ended 30 June 2019 EHZE_-F
(Expressed in Renminbi) (JA A R¥FII/R)

—NAFERA=Z+THIEAREA

Six months ended 30 June

BEANB=1tHIEAEA
2019 2018
—E-AFE ZZZ-N\F
RMB’000 RMB'000
ARBTR ARBTT
Cash flows from operating activities EZ FZEHRESHRE
Profit before income tax B P15 550 A s K 39,444 54,5634
Adjustment for: AT SBEELFHE:
Depreciation of plant and equipment &= & R ETE 3,731 19
Depreciation of right-of-use assets CRAEESENE 546 -
Amortisation of prepaid T & R IE 5
lease payments 25 25
Exchange differences FEHZ8 344 503
Interest income FBEBA (457) (643)
Reversal of expected credit losses CHEENTEHREE
on financial assets gk el (199) S
Interest on lease liabilities HEARZHME 84 =
Operating profit before working BEESEHAN
capital changes i“‘ Mmﬂ 43,518 54,538
Decrease in trade receivables B 5 W IE R 42,044 43,896
Decrease/(increase) in deposits, e BANFER
prepayments and other receivables H fth FE W IE
m () 5,314 (275)
Increase in inventories FEIEM (11,686) (4,454)
Decrease in trade payables B 5 N ZIE R D (20,711) (33,861)
Increase in accruals and A ERARAM
other payables JE A~ SR IEE hn 1,168 510
Cash generated from operations LEFT1S fﬁ% 59,647 60,354
Income tax paid [=ENPZiEE (15,017) (21,008)
Net cash generated from AT B EER
operating activities JEH & 44,630 39,346
Cash flows from investing activities REZFBHRESR
Payment for the purchase of BERE &SRB RIE
plant and equipment (4) (46,007)
Interest received SR SN 457 643
Net cash from/(used in) HEZBEE"
investing activities (BT ) 9 FH % 453 (45,364)
FRAERMZERBRAR | ZT— NP H%RE
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CONSOLIDATED STATEMENT OF

CASH FLOWS - UNAUDITED
FERERER - REEX

For the six months ended 30 June 2019 BE —T—NF XA =+HIENEA
(Expressed in Renminbi) (JAAR®7I7R)

Six months ended 30 June
BEAB=1tHIEAEA

2019 2018
—E-hE —FT-N\%E
RMB’000 RMB'000

ARBTT AR¥TE

Cash flows from financing activities BEZERESHRE

Capital element of lease rentals paid B2 HEAE (507) =
Interest element of lease rentals paid B £ F| & (84) =
Net cash used in financing activities ~— BEZBATHEFHRE (591) -
Net increase/(decrease) in cash and BEERBESZEY

cash equivalents ®in GRS ) B8 44,492 (6,018)
Cash and cash equivalents HANBEERES

at beginning of the periods ZEM 234,253 285,243
Effect of exchange rate charges EXEHHELR

on cash and cash equivalents ReEEYNTE (364) (414)
Cash and cash equivalents MREESRASEEY

at end of the periods 278,381 278,811

The notes on pages 28 to 60 form part of this interim 5528H & 560 & &) i 5t A& 4 7 5 Bt
financial report. BWER —FD °
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

FS

RERPHP B REME

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN UAARESIR)

CORPORATE INFORMATION AND BASIS
OF PREPARATION

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

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

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

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

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

This interim financial report has been prepared
in accordance with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), including compliance
with Hong Kong Accounting Standard (“HKAS")
34, Interim financial reporting, issued by the Hong
Kong Institute of Certified Public Accountants
("HKICPA"). It was authorised for issue by the
Board of Directors on 27 August 2019.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

ES

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

RER PR P B REME

CORPORATE INFORMATION AND BASIS
OF PREPARATION - continued

The preparation of the unaudited consolidated
interim financial statements in conformity
with HKAS 34 requires management to make
judgments, estimates and assumptions that affect
the application of accounting policies and reported
amounts of assets, liabilities, income and expenses
on a year to date basis. Actual results may differ
from these estimates.

The financial information relating to the financial
year ended 31 December 2018 that is included
in the interim financial report as comparative
information does not constitute the Company's
statutory annual consolidated financial statements
for that financial year but is derived from those
financial statements. Further information relating
to these statutory financial statements disclosed
in accordance with section 436 of the Hong Kong
Companies Ordinance (Cap. 622) is as follows:

The Company has delivered the financial
statements for the year ended 31 December 2018
to the Registrar of Companies as required by
section 662(3) of, and Part 3 of Schedule 6 to, the
Companies Ordinance.

The Company's auditor has reported on those
financial statements. The auditor's report was
unqualified; did not include a reference to any
matters to which the auditor drew attention by
way of emphasis without qualifying its report; and
did not contain a statement under section 406(2),
407(2) or (3) of the Companies Ordinance.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

FS

2.

RER PR P B REME

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16,
Leases, and a number of amendments to HKFRSs
that are first effective for the current accounting
period of the Group.

Except for HKFRS 16, Leases, none of the
developments have had a material effect on how
the Group's results and financial position for the
current or prior periods have been prepared or
presented in this interim financial report. The Group
has not applied any new standard or interpretation
that is not yet effective for the current accounting
period.

HKFRS 16, LEASES

HKFRS 16 replaces HKAS 17 Leases, and the
related interpretations, HK(IFRIC) 4, Determining
whether an arrangement contains a lease, HK(SIC)
15, Operating leases — incentives, and HK(SIC) 27,
Evaluating the substance of transactions involving
the legal form of a lease. It introduces a single
accounting model for lessees, which requires a
lessee to recognise a right-of-use asset and a lease
liability for all leases, except for leases that have
a lease term of 12 months or less (“short-term
leases”) and leases of low value assets. The lessor
accounting requirements are brought forward from
HKAS 17 substantially unchanged.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

ES

2.

RER PR P B REME

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

The Group has initially applied HKFRS 16 as from
1 January 2019. The Group has elected to use
the modified retrospective approach and has
therefore recognised the cumulative effect of
initial application as an adjustment to the opening
balance of equity at 1 January 2019. Comparative
information has not been restated and continues
to be reported under HKAS 17 Further details of
the nature and effect of the changes to previous
accounting policies and the transition options
applied are set out below:

(a) Changes in the accounting policies
(i) New definition of a lease

The change in the definition of a lease
mainly relates to the concept of control.
HKFRS 16 defines a lease on the basis of
whether a customer controls the use of
an identified asset for a period of time,
which may be determined by a defined
amount of use. Control is conveyed
where the customer has both the right to
direct the use of the identified asset and
to obtain substantially all of the economic
benefits from that use.

The Group applies the new definition of a
lease in HKFRS 16 only to contracts that
were entered into or changed on or after
1 January 2019. For contracts entered
into before 1 January 2019, the Group has
used the transitional practical expedient
to grandfather the previous assessment
of which existing arrangements are or
contain leases.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RER PR P B REME

FS

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2.

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

(a) Changes in the accounting policies —
continued

(i)

(ii)

New definition of a lease — continued
Accordingly, contracts that were
previously assessed as leases under
HKAS 17 continue to be accounted for
as leases under HKFRS 16 and contracts
previously assessed as non-lease service
arrangements continue to be accounted
for as executory contracts.

Lessee accounting

HKFRS 16 eliminates the requirement
for a lessee to classify leases as either
operating leases or finance leases, as was
previously required by HKAS 17. Instead,
the Group is required to capitalise all
leases when it is the lessee, including
leases previously classified as operating
leases under HKAS 17 other than those
short-term leases and leases of low-value
assets. As far as the Group is concerned,
these newly capitalised leases are
primarily in relation to property, plant and
equipment as disclosed in note 17(b).

Where the contract contains
lease component(s) and non-lease
component(s), the Group has elected not
to separate non-lease components and
accounts for each lease component and
any associated non-lease components as
a single lease component for all leases.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

ES

2.

REZ P E R RS MR
(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)
CHANGES IN ACCOUNTING POLICIES - 2. BNER2H-&
continued
HKFRS 16, LEASES - continued EBMEHREERE165E [
g5]-&
(a) Changes in the accounting policies — (a) EFrBREE—#&
continued
(i) Lessee accounting — continued (i) ABANSEHERE—
e
When the Group enters into a lease in EAEEREKEEBRSE

respect of a low-value asset, the Group
decides whether to capitalise the lease
on a lease-by-lease basis. For the Group,
low-value assets are typically laptops
or office furniture. The lease payments
associated with those leases which are
not capitalised are recognised as an
expense on a systematic basis over the
lease term.

Where the lease is capitalised, the
lease liability is initially recognised at
the present value of the lease payments
payable over the lease term, discounted
using the interest rate implicit in the
lease or, if that rate cannot be readily
determined, using a relevant incremental
borrowing rate. After initial recognition,
the lease liability is measured at
amortised cost and interest expense is
calculated using the effective interest
method. Variable lease payments that do
not depend on an index or rate are not
included in the measurement of the lease
liability and hence are charged to profit
or loss in the accounting period in which
they are incurred.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2. CHANGES IN ACCOUNTING POLICIES - 2. STBEREE &
continued
HKFRS 16, LEASES - continued EBMEHREERE165E [
g5]-&
(a) Changes in the accounting policies — (a) EFrBREE—#&

continued
(i) Lessee accounting — continued

(i) ABEAREEEE—
4=

The right-of-use asset recognised when

oS
i E & AL - AlnE

a lease is capitalised is initially measured REAEEEN IR
at cost, which comprises the initial AR KARER
amount of the lease liability plus any EaBEOYILEEM
lease payments made at or before the ERAEB B Rz AT
commencement date, and any initial ER R ERBEER R
direct costs incurred. Where applicable, LA B2 P EE A B0 (E /] 9)

the cost of the right-of-use assets also
includes an estimate of costs to dismantle

FHBERA - FEERIE
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and remove the underlying asset or to AINEEFE KB R
restore the underlying asset or the site HEEEXIRENER
on which it is located, discounted to their BESEMEMBED
present value, less any lease incentives EEFRA - WAHREH
received. IR B R AT 2 WE AR
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The right-of-use asset is subsequently FREEEREZRK
stated at cost less accumulated A BRFITE RREAE
depreciation and impairment losses, BRI - TS KRR
except for the following types of B AR ERIN :

right-of-use asset:

— right-of-use assets that meet the
definition of investment property are
carried at fair value;

- BeBRANER
BEREEE
A FE5IR:

— right-of-use assets related to - HES IRk
leasehold land and buildings where FEBOEAE
the Group is the registered owner of BE(AX&EEAMH
the leasehold interest are carried at ERENELH
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

ES

RER PR P B REME

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

2.

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

(a) Changes in the accounting policies —
continued
(i) Lessee accounting — continued

The lease liability is remeasured when
there is a change in future lease payments
arising from a change in an index or
rate, or there is a change in the Group's
estimate of the amount expected to be
payable under a residual value guarantee,
or there is a change arising from the
reassessment of whether the Group
will be reasonably certain to exercise a
purchase, extension or termination option.
When the lease liability is remeasured
in this way, a corresponding adjustment
is made to the carrying amount of the
right-of-use asset, or is recorded in profit
or loss if the carrying amount of the
right-of-use asset has been reduced to
zero.
(iii) Leasehold investment property
Under HKFRS 16, the Group is required
to account for all leasehold properties
as investment properties when these
properties are held to earn rental
income and/or for capital appreciation
(“leasehold investment properties”). The
adoption of HKFRS 16 does not have a
significant impact on the Group's financial
statements as the Group previously
elected to apply HKAS 40, Investment
properties, to account for all of its
leasehold properties that were held for
investment purposes as at 31 December
2018. Consequentially, these leasehold
investment properties continue to be
carried at fair value.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2.

CHANGES IN ACCOUNTING POLICIES -

continued
HKFRS 16, LEASES - continued

(a) Changes in the accounting policies —
continued
(iv) Lessor accounting

In addition to leasing out the investment
property referred to in paragraph (a)l(iii)
above, the Group leases out a number
of items of machinery as the lessor of
operating leases. The accounting policies
applicable to the Group as a lessor remain
substantially unchanged from those under

HKAS 17.

Under HKFRS 16, when the Group acts
as an intermediate lessor in a sublease
arrangement, the Group is required to
classify the sublease as a finance lease
or an operating lease by reference to the
right-of-use asset arising from the head
lease, instead of by reference to the
underlying asset. The adoption of HKFRS
16 does not have a significant impact on
the Group's financial statements in this

regard.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REFZ T B EM T

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

2.

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

(b) Critical accounting judgements and sources
of estimation uncertainty in applying the
above accounting policies

(i)

Classification of interest in leasehold land
and buildings held for own use

In accordance with HKAS 16, Property,
plant and equipment, the Group chooses
to apply either the cost model or the
revaluation model as its accounting policy
for items of property, plant and equipment
held for own use on a class-by-class basis.
In applying this policy, the Group has
concluded that its registered ownership
interests in leasehold properties and
the right to use other properties leased
under tenancy agreements are two
separate groupings of assets which
differ significantly in their nature and
use. Accordingly, they are regarded by
the Group as separate classes of asset
for subsequent measurement policies in
accordance with the above accounting
policies. Specifically, registered ownership
interests are carried under the revaluation
model, while rights to use properties
under tenancy agreements are carried at
depreciated cost.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2.

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

(b) Critical accounting judgements and sources
of estimation uncertainty in applying the
above accounting policies — continued
(i)  Classification of interest in leasehold

land and buildings held for own use —
continued

In making this judgement, the Group has
taken into account that, as the registered
owner of a leasehold property, the Group
is able to benefit fully from any changes in
the valuation of these properties whether
as holding gains or by selling the property
interest to others, as well as being able
to use the properties in its operation
free of paying market rents. In contrast,
the shorter term tenancy agreements
are typically for periods of no more
than 10 years and are subject to other
restrictions, in particular on transferability
of the Group's tenancy rights to others.
These shorter term tenancy agreements
are executed in order to retain operational
flexibility and to reduce the Group's
exposure to the property market
fluctuation.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

ES

2.

REZ P E R RS MR
(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

CHANGES IN ACCOUNTING POLICIES - 2. B BREREH-E&

continued

HKFRS 16, LEASES - continued ERMBHREEAE165 [

g-&

(b) Critical accounting judgements and sources (b) FER LiEstBRIFHE
of estimation uncertainty in applying the AEBHHER G THEE
above accounting policies — continued IESESAE Yk
(i) Determining the lease term (i) 78718 5

As explained in the above accounting
policies, the lease liability is initially
recognised at the present value of the
lease payments payable over the lease
term. In determining the lease term
at the commencement date for leases
that include renewal options exercisable
by the Group, the Group evaluates the
likelihood of exercising the renewal
options taking into account all relevant
facts and circumstances that create an
economic incentive for the Group to
exercise the option, including favourable
terms, leasehold improvements
undertaken and the importance of that
underlying asset to the Group's operation.
The lease term is reassessed when there
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REHRERES: A

is a significant event or significant change SEMTGHEEE-HES

in circumstance that is within the Group's R EA R ER

control. Any increase or decrease in the ARFERAMHEE

lease term would affect the amount of BERGRAEEES

lease liabilities and right-of-use assets o

recognised in future years.

(c) Transitional impact (c) BEMHZE

At the date of transition to HKFRS 16 (i.e. RBEEBBUMBRELE
1 January 2019), the Group determined the A6 B (=T —AN
length of the remaining lease terms and F—A—H) X&EEETE
measured the lease liabilities for the leases BT HEBAH RS Wik sTa)
previously classified as operating leases at DEAKEMRENTEER
the present value of the remaining lease RZZE—-—AhF—A—BH
payments, discounted using the relevant B EEER ERRY
incremental borrowing rates at 1 January BTHEMNKBEEFEZMR
2019. The weighted average of the incremental EaE-AREBEEHRTHE
borrowing rates used for determination of the NRBRENESEENE
present value of the remaining lease payments FEAL) BA.T5% ©

was approximately 4.75%.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RER PR P B REME

FS

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2.

CHANGES IN ACCOUNTING POLICIES -
continued
HKFRS 16, LEASES - continued

(c) Transitional impact — continued
To ease the transition to HKFRS 16, the Group
applied the following recognition exemption
and practical expedients at the date of initial
application of HKFRS 16:

(ii)

(iii)

the Group elected not to apply the
requirements of HKFRS 16 in respect
of the recognition of lease liabilities and
right-of-use assets to leases for which
the remaining lease term ends within 12
months from the date of initial application
of HKFRS 16, i.e. where the lease term
ends on or before 31 December 2019;

when measuring the lease liabilities at the
date of initial application of HKFRS 16, the
Group applied a single discount rate to a
portfolio of leases with reasonably similar
characteristics (such as leases with a
similar remaining lease term for a similar
class of underlying asset in a similar
economic environment); and

when measuring the right-of-use assets
at the date of initial application of HKFRS
16, the Group relied on the previous
assessment for onerous contract
provisions as at 31 December 2018 as an
alternative to performing an impairment
review.

2.

B REE2E &
ERMBHREEUFI6RE

8] -&

(c) BEMZE—E
RERBEEREVBR

EERAF16 A E

&

150 & R B R 5 B 7
& A 165 % B A B
TRRHERTTRES

A

(i)

(ii)

(iii)

FRERMERERAR | ZE— NG HARE
China Shenghai Food Holdings Company Limited | Interim Report 2019
40

AEFREETEAR
BT s ERISE6
FAEmAHEHEARE
Tz A EEF B
HEREER B RE
HERIFE165 & R IER
BHEAR 1218 A R4
REEBR TN
F+ZA=Z+—B%
ZAER)NHENR
JE ¢

RERERATBME
wEERIEI65E A
ATEHERER KK
Ei5eE —hIRRER
REBAEBEUEH
miEHES (MABE
HUKEERER AL
LR AR ELLE
RIHEEEEMNHESE)
53

REXRERTBNE
wEERIEI165E A
AATEFERAEEER K
EEEBH-_ZT—N
F+-_A=+—HH
BRANBENBT
T EERETRER
AEHERAE



NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
REFZ T B EM T

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

2.

(c) Transitional impact — continued

CHANGES IN ACCOUNTING POLICIES - 2. BN BEEEH-E

continued

HKFRS 16, LEASES - continued ERAMBHREEAFE165E [
B -&

(c) BEMZE—#&

The following table reconciles the operating
lease commitments as disclosed in note 17 as
at 31 December 2018 to the opening balance
for lease liabilities recognised as at 1 January

2019:

Ti‘%%ﬁﬂﬁ?ﬁﬂﬁﬂ&?@ﬁé
—2\F+-A=+-—
BmEeERERERN
T-NF-A-HERK
HEBBENPOEARNY
BE :

1 January
2019
—E-NEF
~A—H
RMB’000
AR®F T
Operating lease commitments RZTE—NF+=A
at 31 December 2018 =+—8®
4 T E AR 7210
Less: commitments relating to B RERRERNMEEE
leases exempt from capitalisation: B R R
— short-term leases and other leases —EHEE REM
with remaining lease term ending FIp BN T —NF
or early terminated on or before +ZA=+—8%x2
31 December 2019 AT E M SR R AR IEHY
HE (3,082)
4,128
Less: total future interest expenses B RRF BB (361)
Present value of remaining lease BTIHENRNIRE
payments, discounted using the FARZZE—NF
incremental borrowing rate —HA—RAMiEE
at 1 January 2019 EERRAER 3,767
Add: finance lease liabilities recognised i A =& — )\ 4F
as at 31 December 2018 +ZA=+—H®RHN
MEAEEHE =
Total lease liabilities recognised R-—ZE—NALFE—HF—H
at 1 January 2019 ERNEEAGERE 3,767
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2. CHANGES IN ACCOUNTING POLICIES -

continued
HKFRS 16, LEASES - continued

(c) Transitional impact — continued

The right-of-use assets in relation to leases
previously classified as operating leases have
been recognised at an amount equal to the
amount recognised for the remaining lease
liabilities, adjusted by the amount of any
prepaid or accrued lease payments relating
to that lease recognised in the statement of

financial position at 31 December 2018.

So far as the impact of the adoption of HKFRS
16 on leases previously classified as finance
leases is concerned, the Group is not required
to make any adjustments at the date of initial
application of HKFRS 16, other than changing
the captions for the balances. Accordingly,
instead of “obligations under finance leases”,
these amounts are included within “lease
liabilities”, and the depreciated carrying
amount of the corresponding leased asset is
identified as a right-of-use asset. There is no
impact on the opening balance of equity.

The Group presents right-of-use assets that
do not meet the definition of investment
property in ‘property, plant and equipment’
and presents lease liabilities separately in the

statement of financial position.

2.

B REE2E &

ERMBHRELEAE 165
gl -&
(c) BEMZE-E

HERMOEAKEREN
HEFBMMERAESEDR
RRESENRAHBTHEAE
HROSERR  LER=
E—-NE+-_A=+—H
BB 75 AR R P RERR B 5%
HERBNEMBENIRE
SHHEENREBEEL AR

SRR BB IRE LR
FIH Y LA DB R E
HENHEENTZEMS K
HEEHRFAN AEEH
ARNBEREREREWHR
SEAFIRE HIELE
A8 - E Ut 2% % R
ATHERABE] MmEEBE
HMERME] HEHEEE
B 37 B PR T 1B B A B AR £
REEE - SRR AR

REBER [P BB MR
B R 2T ERENE
EREREEE W
BARKRTHEB2FHE
BfE-
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(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

2. CHANGES IN ACCOUNTING POLICIES - 2. BNER2H-&
continued
HKFRS 16, LEASES - continued EBMEHREERE165E [
g-&
(c) Transitional impact — continued (c) BEMEE—4E
The following table summarises the impacts T 3% E a5 iWE 75 B 7% 3R
of the adoption of HKFRS 16 on the Group's & —'—E'J%miﬁéﬁﬁﬁ [ 4R
consolidated statement of financial position: EMBRARTE:
Carrying Capitalisation Carrying
amount at  of operating amount at
31 December lease 1 January
2018 contracts 2019
RZB-N\§

+=A GEHE R-F-0F
=+-H A%%%x —-A-AM
HiREE BF REME
RMB’000 RMB’000 RMB’000
ARBTT AR®TR AR%®TR

Line items in the consolidated ZRBEBUF

statement of financial &£

position impacted by the F16HTEN

adoption of HKFRS 16: REMK

RRKIER:

Property, plant and equipment mE - BERSEE 34,913 3,767 38,680
Total non-current assets FRBEELRE 75,889 3,767 79,656
Lease liabilities (current) HEBE (RE) - 1,158 1,158
Current liabilities REBEE 56,099 1,158 57257
Net current assets RBEEFE 371,115 (1,158) 369,957
Total assets less BEERRED

current liabilities =L 447004 2,609 449,613
Lease liabilities (non-current] HEAE (FERY) - 2,609 2,609
Total non-current liabilities ERHEEEE - 2,609 2,609
Net assets EEFE 447004 - 447004

FRERMERERAR | ZE— NG HARE
China Shenghai Food Holdings Company Limited | Interim Report 2019
43
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(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

2. CHANGES IN ACCOUNTING POLICIES - 2. BNER2H-&
continued
HKFRS 16, LEASES - continued EAMBHREERFE1657 M
5] -&
(c) Transitional impact — continued (c) BEMEE—E
The analysis of the net book value of the RBERARKBEERS
Group's right-of-use assets by class of B REERIE165%E R -
underlying asset at the end of the reporting AEERBBAEERRNE
period and at the date of transition to HKFRS SHFEABREERETE
16 is as follows: DT
At At
30 June 1 January
2019 2019
—E-hE Z—ZT—hHF
~NAE=1+H —H—H

RMB’000 RMB'000
ARBTRE ARETRT

Included in “Property, FATYE - BE R

plant and equipment”: B
Other properties leased RITER AR

for own use, carried HEEBR®

at depreciated cost H s 3,220 3,767
Plant, machinery and RITETIRNKE -

equipment, carried - S S

at depreciated 71,185 34,913
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FINANCIAL REPORT
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(Expressed in Renminbi unless otherwise indicated) (B BA RSN IAARESIR)

2. CHANGES IN ACCOUNTING POLICIES - 2. STBEREEH &
continued
HKFRS 16, LEASES - continued EBMEHREERE165E [
g -&
(d) Lease liabilities (d) HEEE
The remaining contractual maturities of the RBERARKBEERS
Group's lease liabilities at the end of the B REERIE165%E R -
reporting period and at the date of transition rEEHEEENHRTA
to HKFRS 16 are as follows: HEERBERDAT
At 30 June 2019 At 1 January 2019
R-ZEB-REXA=1H RZZ-NE—A—H
Present Present
value of the Total value of the Total
minimum  minimum minimum minimum
lease lease lease lease
payments  payments payments payments
RIE RI& 54 &IE
HE HE HE e

HEE AREE AFRE OXeR
RMB'000  RMB'000  RMB'000  RMB'000
ARMTRL ARBTR ARETR ARETRL

Within 1 year B3 1,012 1,144 1,158 1,188
After 1 year but 1ERE2ER
within 2 years 897 984 969 1,042
After 2 years but 2E % BER
within b years 1,349 1,407 1,640 1,899
o 2246 2391 2609 2941
3,258 3,535 3,767 4,129
Less: total future RTINS
interest expenses X B8 277 361
Present value of HEAERE
lease liabilities 3,258 3,767
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
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RER PR P B REME

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

REVENUE AND SEGMENT INFORMATION
Revenue is measured based on the consideration
specified in a contract with a customer, net of
expected goods of returns, discounts and sales
related taxes.

Revenue is recognised when performance
obligation is satisfied. The Group's revenue is
derived from selling goods with revenue recognised
at a point in time when control of the goods has
transferred to the customer. This is generally when
the goods are delivered to the customer.

OPERATING SEGMENT INFORMATION

For management purpose, the Group operates
in one business unit based on their products,
and has one reportable and operating segment:
packaging and sales of dried seafood, algae and
fungi and seafood snacks. The board of directors
of the Company, being the chief operating decision
maker, reviews monthly sales reports to determine
the selling price of their products and monitors
the operating results of its business unit for the
purpose of making decisions about resource
allocation and performance assessment.

INFORMATION ABOUT MAJOR CUSTOMERS
No customer contributed 10% or more of the
Group’s revenue during the six months ended
30 June 2019. (six months ended 30 June 2018:
Nil)

INFORMATION ABOUT GEOGRAPHICAL AREAS
The Group's sales by geographical areas, based on
the delivery destination of the goods as requested
by the customers, were all domestic and within the
PRC.

The Group’s non-current assets other than financial
instruments mainly represent plant and equipment
and prepaid lease payments are located in the PRC.

SEASONALITY OF OPERATIONS

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

3.

4,

AR 7 EBE R
WHDERBREFPITZHNEH
FRETAAMRE  HIBRFEHRRE
FRHEERMRESE-

W N BITEOE LR -
AEEMKEREHES R &
WaEnNEnEGRERERP
KR BERENINTEP
B o

ReEHBER

HREERMS  AEEBRBREMRE
g AEBELL WE— @R 2
BREEDR BEREELE
Em EHEMNERERNRE
ANREER- ARBEESE (A
RERERARE)SAEHHEE
BE NETEHEREBMER
HEME S e & 54 FE UL
iﬁ%ﬁﬁﬁ%&%ﬁﬂﬁ%
JRIE °

ERTEEFNER

BHE-_Z-NFNA=+HIt
ANEA BMERFERMALEK
HM10%HU E(HE=ZF—N
FRA=ZTHIEAER Z) -

FHHENEHR

AEERBEEPERNEE M
HEOME LR OBENHE
BRARMIEE RARFEER -

TEBBReRIANUINIIER
PEETERURATENME
RREMENEERE -

ReZge

—ENR RAERNEERE
EonhERAeRs - HfE
BLEERMBRRAEERNE
HHTEURRMEERESE
Rt BRI EKE -
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(Expressed in Renminbi unless otherwise indicated) (B BA RSN IAARESIR)

5. PROFIT BEFORE INCOME TAX 5. BRATEBFHANER
Profit before income tax is arrived at after charging bR BT3B A M E B T3 &

the following: 8 :

Six months ended 30 June
BEXA=+tHLEAREA

2019 2018
—E-hAE Z—ZE—N\#F
RMB’000 RMB'000
ARBTR ARETT
Amortisation of prepaid TE A E AR
lease payments 25 25
Cost of inventories recognised &R X HFER A
as expenses 206,800 241,109
Research expenditure M 318 380
Depreciation of plant and BERZETE
equipment 3,731 19
Depreciation of right-of-use FREEENE
assets 546 686
Staff costs B IAA
- Salaries and wages —FHekIE& 17,339 12,997
— Retirement scheme —RRETEIE X
contribution 1,210 1,430
6. INCOME TAX EXPENSE 6. FISHBIX

RAEBBERANNMAEHIE:

Income tax in the consolidated statement of profit
or loss represents:

Six months ended 30 June
BEAA=1+HIEAEAR

2019 2018
—E-hE ZZZ—N\F
RMB’000 RMB'000
ARBTR ARETT

Current tax — PRC corporate BUERRITE — R B 1> 2
income tax PGt 10,275 14,477
Deferred tax expense EERERAY 126 57
10,401 14,534

hET
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6.

RER PR P B REME

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

INCOME TAX EXPENSE - continued

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

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

No provision for Hong Kong Profits Tax has been
made as the Group had no assessable profits
arising in Hong Kong during the Reporting Period.

EARNINGS PER SHARE

The calculation of basic earnings per share for
the six months ended 30 June 2019 is based on
the profit attributable to equity shareholders of
the Company of RMB29,043,000 (30 June 2018:
RMB40,000,000) and weighted average number
of 1,000,000,000 shares during the six months
ended 30 June 2019 (30 June 2018: 1,000,000,000
shares).

There were no potential dilutive ordinary shares
during the six months ended 30 June 2019 and
2018 and, therefore, diluted earnings per share are
the same as the basic earnings per share.

PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the
Group acquired items of plant and equipment with
a cost of approximately RMB4,000 (30 June 2018:
RMB3,467,000)

hEAERRERAERAR | —ZF—

6.

FrEHMEx—&
BE(PBETCEMBRE)
(T K ¥mB %R/£>>J)&<<¢
ERBBEEREL) AR
PR B R R MR 525% o
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EmEHDBBERBEZERRN
ERBEKENNBRRNER
R BOEDI MR B ERFE
5T R BUR F(E L -

RAEERREHELERE
E/%ﬁ{?ﬂ%n%%ﬁ/ﬁﬂ%u A 1t I 4
HAEBFERIELBE

BREF
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ANEAARMNEBRELRREF
@Zi_f ﬂi/_
/\FEfE/ﬁnﬂ/\E”%ZQ 043 000
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HE-_Z-AFNA=Z+AHL
NE A - ARE B AL AR 4,000
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9. NON-CURRENT PREPAYMENTS FOR 9.
ACQUISITION OF PLANT AND EQUIPMENT
The amount mainly represented prepayments
for leasehold improvement and acquisition of

equipment and machinery.

ES

W B8 R = % 5% 8 Y 3F 7 B TR

ZHRETBEEBEEMERER
WiE Rk i S M BR N TR SRR -

10. INVENTORIES 10. &
As at As at
30 June 31 December
2019 2018
i "
—E-hEF —T-N\F
~A +=A
=+H =+—H
RMB’000 RMB'000
AR¥BTx ARETT
Raw materials R %} 15,390 13,752
Finished goods 2IRY G 66,602 56,554
81,992 70,306

There was no write down of inventories during the
six months ended 30 June 2019 and 2018.

-
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(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

85 BWARE
RZZE-NAFRA=+RH &%
SERMITHRARERRENES
FENCRIRRB DT AT

11. TRADE RECEIVABLES 1.
As at 30 June 2019, the ageing analysis of trade
receivables, based on invoice date and net of
allowances of doubtful debts, is as follows:

As at As at
30 June 31 December
2019 2018
—2-hE —T-NF
<A +=A
=+A =+—H
RMB’000 RMB'000
ARBTT ARBTT
0-30 days 0%30H 43,153 73,329
31-60 days 31£260H 23,453 34,245
61-90 days 61£90H 1,446 2,368
68,052 109,942
The Group has a policy of granting trade customers TEBNBRRAESRERPK

H— MR AH0R =180 HEE
H-IBE A B 5 KBS

with credit terms of generally 30 days to 180 days.
All of the trade receivables are expected to be

12.

recovered within one year.

DEPOSITS, PREPAYMENTS AND OTHER

12.

—FRkE-

BE BANRERAMER

RECEIVABLES FIE
As at As at
30 June 31 December
2019 2018
" ®
—E-hAFE ZZZT-N\F
~A +=A
=+H =+—H
RMB’000 RMB'000
ARETRT ARETR
Secured loan receivable — Note (i) [EU A IR E Zk — 5 (i) = 7532
Others Hith 7.363 4,945

Amount due from a related JE U — 44 Ba B 5 BUIE

party — Note (ii) — B R (i) 36 236
7,399 12,713

hET

Moo=

ERERAF | —E— NP HPRE

AR ot
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12. DEPOSITS, PREPAYMENTS AND OTHER

RECEIVABLES - continued
Note:

(i) The balance represents a loan receivable and accrued
interest income from the loan receivable. On 6 April
2018, the Company has lent HK$15 million (equivalent
to RMB12,647000) to an independent third party at
10% interest per annum which was repayable on
30 June 2018. The Company has interest income
on secured loan of approximately HK$349,000
(equivalent to approximately RMB285,000) for the six
months ended 30 June 2018. On 27 June 2018, the
term of the secured loan has been further extended
to 30 September 2018 at an interest rate of 12% per
annum, effective from 1 July 2018. On 20 August
2018, the borrower has made an repayment to the
Company amounted to HK$2 million (equivalent
to RMB1,751,000), being settlement of interest
accrued up to that date of approximately HK$600,000
(equivalent to RMB525,000) and partial settlement of
principal of approximately HK$1.4 million (equivalent
to RMB1,226,000). The secured loan was fully settled

on 28 June 2019.

(i) The balance represents a rental deposit and rental
prepayment paid to a company, which was controlled
by the spouse of Mr. Liu Rongru, one of the
controlling shareholders of the Company. The balance
was unsecured, interest-free, and will be repayable

upon the end of lease term.

12. € FEAREREMER

MIE-&

ol

GEE

(i)

(i)

ERERIEEKE R R EK
BERHEAFISRA-RZF
—NFmEANB RRRRE
FIRI0%ABLE=HEHA
RZZ—N\FANA=+BEE
H1bEBAETT (HERARE
12,647,0007T) & ZE =T — )\
FRNA=ZFTHLERNER AR
RIBEERBEROFSWAL R
349,000 7T (HERHARE
285,0007T) e A =ZF — \4FE N
A-t++tB aHFERZH
BEBLERE-_ZE—N\FNA
=+ B - REMNE2%TE B
—ZE-NFtA—BRBEM-
R=ZFE—NENA=+H &
FACRARAREE2BEES T
(FBE M ARY1,751,0007T)
MEEZE B ALK ETFS
#)600,0007% 7T (HHER AR
¥525,00070) R EHE BH K&
W14 EBBTT (HERARE
1,226,00070) &% B EHAE XK
BER=ZFE—AFEXA=Z+NR
EREEE-

ERGHER—HEARRIE
(AR B ER R ZRAER)
MEBEHNARXESNED
BeRBSENRIE KRS
HAEER 2ERAREH
JiE o B (AR o

TEERRERERAR | AP HRE
China Shenghai Food Holdings Company Limited | Interim Report 2019
51



NOTES TO THE UNAUDITED INTERIM
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(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

13. TRADE PAYABLES 13.

All of the deposits, prepayments and other
receivables are expected to be recovered or
recognised as expense within one year.

The credit terms of trade payables vary according
to the terms agreed with different suppliers,
normally 30 days. Based on the receipt of services
and goods, which normally coincided with the
invoice dates, the ageing analysis of the Group's
trade payables as at the end of the Reporting
Period is as follows:

B RARE

BEFERS BNREREM
JE U TR TS B — F P M [ 3 B
RBRFEX -

25 RNFIENEEMNRT R
AR 1 18 T 155 5 BN 16 3R i B P
TR —RABHI0B - RE—R
HEEAPERNRYE RS M
ZEWEH REPBERERE
E & 5 R IER R E 2 T a0
T

As at As at

30 June 31 December
2019 2018

iy »
—E-hEF —E-N\F
NA +=A
=tH =+—H

RMB’000 RMB'000
ARBTRE ARETR

0-30 days 0Z30F

The trade payables are short-term and hence the
carrying values of the Group's trade payables are
considered to be a reasonable approximation of fair
value.

19,199 39,910

B 5 RNBURREFNIE  Bit
AEBEZRNFEANREE
WRBEAFESIERE -
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REFZ T B EM T

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

14. ACCRUALS AND OTHER PAYABLES

14. EstERAREMESTRIE

As at As at

30 June 31 December
2019 2018

i »
=B-nF ZFNF
NA +=A
=t+H =t—A

RMB’000 RMB'000
AR®TT AR¥TE

Payable for acquisition of BEBE RSB
plant and equipment FEfT FRTE
Others Hith

15. CAPITAL, RESERVES AND DIVIDENDS
(A) DIVIDENDS
The Board of Directors does not recommend
the payment of an interim dividend for the
six months ended 30 June 2019 (six months
ended 30 June 2018: Nil).

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

6,790 1,790
6,649 5,481
13,439 7,271

15. EXR-HERERE

(A)

(B)

KRS
EExe U TERRBEEC
E-AFRA=Z+RHIER
B AP ER R (RE
E-NFERA=THIERX
EA: &) -

B
ARABR-_BE—NE—A
NARBEASES AN
Mk BEREER AR
% TE B& 7K 5380,0007 It
2 I £3,800,0008% F A%
0.10B TH B 15> I B 17
100/ & BR1078 TR AR 1D ©
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NOTES TO THE UNAUDITED INTERIM
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REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

15. CAPITAL, RESERVES AND DIVIDENDS -

continued
(B) SHARE CAPITAL - continued

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

HK$0.01 each.

On 22 June 2017, 200,000 shares were
allotted and issued all credited as fully-
paid to shareholders in consideration of
the capitalisation of loans in the amount of
HK$22,807.000 (equivalent to RMB19,940,474)
owing by the shareholders. The sum
of HK$2,000 (equivalent to RMB1,749)
representing the par value of the ordinary
shares of the Company, were credited to
the Company's share capital. The remaining
sum of HK$22,805,000 (equivalent to
RMB19,938,725) were credited to share

premium account.

Pursuant to written resolutions passed on
22 June 2017, conditional upon the share
premium account of the Company having
sufficient balance, or otherwise being credited
by way of global offering, the Directors
were authorised to allot and issue a total of
749,799,000 shares credited as fully paid at
par by way of capitalisation of the sum of
HK$7497990 (equivalent to RMB6,555,492)
standing to the credit of the share premium

account of the Company.

15. EX - RHERKRE &
(B) BA&—#&

R=ZFE—tFA=-+—
B ARAlRAdERE
BO B ITWME BITRE
BIIRMDAOFABIORSE
A% E E0.0178 TR RX 1D
RE R ANRQ R LR
9,962,000,0000% & A% @ &
0.OVB TR @A BHHE
T B AN §3380,0008 7T (5
/%38,000,000/% & % /@ &
0.017 Ju Ay I 3@ A% ) 3 N
Z100,000,000% 7T (5 A&
10,000,000,0000% & % 1 &
0.0 LA ERAT) ©

R-E—+FXA-+=
B & R OER BB
200,000 ABRZIEZ B
HEH REABRER
222,807,000 7T (48
A AR%19,940,4747T)
IE R E A1 - 2,000 T
(FENRARYE1,7497T) 2
RIEE AR R AR A B
AAalL@EBBREE-HBT
22,805,000/ 7T (#HE R A
R #19,938,7257T ) 5 A B%
7EER -

BER-_ZT—+t&F XA
ZtoHBBEMNEMASE
B FAQARRMDRERS
BRATKEBEIREEM
IS IREE%  EEERE
BBEEARD KRG ER
7 3 BR 8874979907 7T (48
B R AR%6,555,4927T)
BEAb BEHERETE L
749,799,000 #Z E B A BR
BITES R RRAD ©
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FINANCIAL REPORT
REFZ T B EM T

(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

15. CAPITAL, RESERVES AND DIVIDENDS -

continued
(B) SHARE CAPITAL - continued

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

premium account.

As at 30 June 2019, our Company had an
authorised share capital of HK$100,000,000,
divided into 10,000,000,000 Shares, and an
issued share capital of HK$10,000,000, divided
into 1,000,000,000 Shares, all fully paid or

credited as fully paid.

15. EX - RHERKRE &
(B) BA—#&

R=ZZT—tF+LA+N\B"
7N A F1250,000,0008% & A%
HEC.0IEB LM E @RS
BELE1%0.668 TR B S
ZIT-RAB ARARNER
B R B R FT BT e FT1S 3K
182,500,000/ T (& %
AR #2,166,0757C) 16 5
ARARBAMARD G L
BREE -MBRFITHX
#918,458,5297% 7t (HE K
A R #15,993,0237T) BT &)
# T BT 1§ 3 18162,500,000
B (HERARE
140,794,8757C ) &1 A% 1%
mERR o

RZZE—-—NAFXA=F
B ARBEERKA
100,000,000 7T * 5 &
10,000,000,0008% B% 17+
B 277 A% 2 410,000,000/
5T % /1,000,000,000%
&1 2R HBEH R KA
RIABE-
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

REERH I RE W

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

16. MATERIAL RELATED PARTY

TRANSACTIONS

The Group entered into the following significant
related party transactions during the Reporting

Period.

(A) NAME AND RELATIONSHIP WITH

RELATED PARTIES

During the Reporting Period, the Directors are
of the view that related parties of the Group
include the following entity:

Name of related party
S A8

16. EXBEHARS

REBRBEHABITLTINE
PNL P

(A) BARETS BRE R BEEA M 5 1Y
B &
R@mEHE EFRAR K
SEMNEBRLBRETIE

i

Relationship

RS

Mr. Liu Rongru
B e b
Xiamen Yehong Foodstuffs
Company Limited*
EFEARBERAR
Mr. Liu Rongjian*
Cousin of Mr. Liu Rongru
eSS =
Bl MEENE LS
Mr. Liu Rongzhong*
Cousin of Mr. Liu Rongru
Bl Bkt
Bl A E LR

Controlling Shareholder and a Director

TRIRRREE

A company, which was controlled by
the Controlling Shareholder’s spouse

—HARERRRENEBES QT

Purchase — cost of sales
PR — SHE A
Purchase — cost of sales

REB-HERA

*  The English translation of the name is for * O AXEREHRS2E LA

reference only. The official name of this related

party is in Chinese.
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(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

16. MATERIAL RELATED PARTY
TRANSACTIONS - continued
(B) SIGNIFICANT RELATED PARTY

16. EXBEARS &
(B) EXEEBARS

TRANSACTIONS

Particulars of significant related party
transactions during the Reporting Period are as

follows:

MEPMEAEABEEH X
SHFBET:

Six months ended 30 June

BERA=ZTHLAMEAR

2019 2018
—E-hE ZZZ—-N\F
RMB’000 RMB'000
ARBTT ARBTT
Xiamen Yehong Foodstuffs ~ EFIEA R M
Company Limited BRAA
Cost of sales SHE R AR
- rental expense —HEMX 60 60
Administrative expenses THAX
— rental expense —HERX 40 40
100 100
Mr. Liu Rongjian Bl LE
Cost of sales HE KA
— purchase (note) — 508 (5T 356 139
Mr. Liu Rongzhong BB LA
Cost of sales HEK AR
— purchase (note) — 508 (PfF5E) 508 273
864 412

Note:  The Directors confirm that the above
purchase transactions are entered into with
trading terms similar to those with third

parties.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B 3A RN IAARESIR)

16. MATERIAL RELATED PARTY 16. EXBEARS &
TRANSACTIONS - continued
(C) KEY MANAGEMENT PERSONNEL (C) XEEEBEEASEHMH
REMUNERATION
Remuneration for key management personnel AEEBXTEEBEREABRH
of the Group is as follows: B0

Six months ended 30 June
BEXA=+tHLEAREA
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
ARBTR ARETT

Short-term benefits 52 HAAE A 2,084 2,098
Contributions to retirement iR (K48 K5t 2|
benefit scheme HR 22 34
2,106 2,132
17. COMMITMENTS 17. &I
(A) The Group has no capital commitments A RZZE—-—NFAA=+H8"
outstanding at 30 June 2019. AEEWEEKRENER
HHE o
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(Expressed in Renminbi unless otherwise indicated) (B S3AERIN AARKESIR)

17. COMMITMENTS - continued

17. RIE—E

]
(B) At 31 December 2018, the total future B R=—ZFT—-NF+=-A
minimum lease payments under non- =+—H TAHELCER
cancellable operating leases were payable as BB T RKRREAE
follows: HIBRE 2 ESIERAT
2018
—ZT—N\F
RMB'000
ARETTT
Within one year R—FR 2,554
From the second to fifth year, F_EERF
inclusive (BPIEERMT) 4,656
7210
The Group is the lessee in respect of a number rEBRETHERBE

of properties and items of plant and machinery
and office equipment held under leases which
were previously classified as operating leases
under HKAS 17 The Group has initially applied
HKFRS 16 using the modified retrospective
approach. Under this approach, the Group
adjusted the opening balances at 1 January
2019 to recognise lease liabilities relating to
these leases (see note 2). From 1 January
2019 onwards, future lease payments are
recognised as lease liabilities in the statement
of financial position in accordance with the

policies set out in note 2.

RgesA R NREIER
ABA ZERBEERT
FAMEB LM DRES
BEFENEI7TROER
REME-AEBD VTR
ML REERTER T IED
FB I E LR F 1655
RIBE— T NEBRE
RZZE—-NF—HA—BH
HMkEe AERERZE
HeEMmBHEa® (RME
2) M-ZF—NFE—H—
Bi& - R E N BB B
SE2PT # B AR B IS AR R
NERRHEERE:
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
REFZ T B EN

(Expressed in Renminbi unless otherwise indicated) (B ZAERIN UAARESIR)

18.

19.

FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS

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

As at 30 June 2019 and 2018, all financial
instruments are carried at amounts not materially
different from their fair values because of the
immediate or short term maturity. Given the nature
of these balances, it is not meaningful to estimate
their fair values.

COMPARATIVE FIGURES

The Group has initially applied HKFRS 16 at
1 January 2019 using the modified retrospective
method. Under this approach, comparative
information is not restated. Further details of the
changes in accounting policies are disclosed in
note 2.

18.

19.

ETMITAQFEFE

FEENIESCRTIARER
2 FEWRIA - E R U ROE SR
TRHERES BHENFER
H T FRIA -

RZB-AEFR-_ZF-NERX
A=1+B BRmESRT AL
BIRSs A HIRIE He RN Y
EEEEZR - ERNELHREN
ME EFEATELESSE-

EEBEF
FEBER-_FT-NAF—A—
BZERMAEREIETERT
ER BB E AR F165% o
REE—75 LRAEBT AT
NET - BERERRESNE
— S BERENME2
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