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CORPORATE INFORMATION
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CHAIRMAN'S STATEMENT
FREEE

Dear Shareholders,

On behalf of the Board of Directors of China Shenghai Food
Holdings Company Limited (the “Company” or “Shenghai
Food"”) and its subsidiaries (collectively, the “Group”), | report to
shareholders our annual report for the year ended 31 December
2019 (the “Year 2019" or the “Period").

BUSINESS REVIEW

In 2019, China’'s economy was meeting expectations with a GDP
growth for the year by 6.1% as compared to the last year amid
the uncertainty from both within and outside the PRC as well as
the economic and trade conflicts between the PRC and the United
States. As one of the well-known brand of seafood producers in
China, the Group is committed to producing consumer food with
rigid demand for healthy diets, and focusing on the establishment
of brand profile and sales channels. The Group embraces wide and
diverse product offerings, and mainly sells dried seafood, algae
and fungi and seafood snacks in the PRC. Taking an overview of
2019, confronted by surmounting challenges presented by the
uncertainties in the economy, the Group has been looking for
opportunities for development by broadening products offerings to
the consumers’ needs and liking. Our major products during 2019
remained dried seafood products. In 2019, The Group’s revenue
decreased by approximately 29.2% to approximately RMB472.9
million in the year ended 31 December 2019 from approximately
RMB668.0 million for the year ended 31 December 2018, and
gross profit fell by 38.6% to approximately RMB103.8 million
for the year ended 31 December 2019 from RMB169.1 million in
the year ended 31 December 2018. The overall sales declined,
partially offset by with increases in average selling prices across
the products offered. Dried seafood, which the largest product
category in terms of sales, recorded sales revenue of RMB246.1
million in 2019, accounting for 52.1% of total revenue, with the
average selling price increased from RMB88.6/kg in 2018 to
RMB89.5/kg in 2019. In terms of sales channels, supermarket is
still the Group’s largest revenue resource, generating RMB247.4
million, accounting for 52.3% of total revenue in 2019.
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CHAIRMAN'S STATEMENT
FREEE

OUTLOOK

The Group has enjoyed rapid growth accompanying with China’s
economy. The improvement of social security system, the increase
in household income and purchase power of residents, as well as
the greater acceptance towards nutritive value of seafood drove
the growth of seafood and algae market. However, 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. Beginning in January 2020, the
novel coronavirus outbreak (COVID-19) caused stoppages of
businesses and suspensions of classes in schools across the
nation, further depressing individual consumer confidence. Since
seafood and algae are consumer discretionary, their demands
are expected to decrease significantly. In addition, to ensure the
health and safety of the Group’s employees and customers, it
has suspended all product promotion activities, which will directly
affect the Group's turnover and performance.

Strategizing to maintain financial strength and stable growth amidst
these difficulties, the Group will further expand its businesses
other than food products in order to diversify its revenue sources.
The status of listing and sufficient cash flows of the Company
lay a solid foundation for Shenghai to pursue growth. From the
prospective of China’s economic structure, China encourages
credit easing to help enterprises to go through transition. As such,
the Group has commenced to study the feasibility of stepping into
the other industries and will spare no effort to gain momentum of
growth for the Group through proactively pursuing cooperation as
well as merger and acquisitions opportunities by making the best
of the financial strength of the Company.

APPRECIATION

On behalf of the Board, | would like to express my most sincere
gratitude to all the staff who have shown innovation and utmost
diligence and dedication in their duties. | would also like to extend
my gratitude to our shareholders, investors, long-term customers
and suppliers for their continual devotion and consistent support.
We will continue to adhere to our initial vision and uphold the
pragmatic operation and positive approach to achieve development
and actual results to reward the trust from all of you.

China Shenghai Food Holdings Company Limited
Liu Rongru

Joint-Chairman and Executive Director

Xiamen, the PRC, 23 March 2020
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND

SENIOR MANAGEMENT
ESENSREEERE

EXECUTIVE DIRECTORS

Mr. Liu Rongru (2/&140) (“Mr. Liu"), aged 52, is our Chief
Executive Officer, Executive Director and the Joint-chairman of our
Board and is primarily responsible for development, positioning
and strategy planning of our Group. Mr. Liu is the founder of
our Group. He was appointed as a Director and Chief Executive
Officer on 8 January 2016 and 6 August 2019 respectively, and
redesignated as an Executive Director and Joint-chairman on
11 April 2016 and 14 January 2020 respectively. He is currently a
director of all subsidiaries of our Group. He is also a member of
our Remuneration Committee and the chairman of our Nomination
Committee.

In the earlier period of his career, Mr. Liu worked at Xiamen
Shipping Trading Limited (EPIA&EEME AR A7) in China from
August 1990 to August 1996, a company principally engaged in
shipping and trading, where he was primarily responsible for ship
steering and piloting. In October 1996, Mr. Liu started his own
business in trading marine product where he was primarily in
charge of the general operation of the business which allowed
him to input his trading experience into Xiamen Wofan upon its
establishment in July 2005.

Mr. Liu attended a course entitled “Contemporary CEOs’ Advance
Course (MR DELHESHAMIEI) " from October 2010 to
October 2011 at the School of Continuing Education, Tsinghua
University (JEZE KRS B S 2P ) . Mr. Liu has been appointed
a member of the 7th Chinese People’s Political Consultative
Conference at Xiamen Huli district (EFATHERFELtEBIHZE
&) since November 2011 and a member of the China Democratic
National Construction Association (FE R TZE &2 8) since
November 2010. Mr. Liu had also been appointed the first vice
president of the Association for New Social Stratum of Xiamen
Huli district (EFTEREEEFAOMEREATHEZI S R)
in December 2009, the executive committee of the 12th Xiamen
Federation of Commerce of Chamber (EFI™ TRl (EHEE)F
+—EHEEHZ)in December 2011, the standing committee
member of the 5th Xiamen Huli district Federation of Commerce
of Chamber (EFIT R IHE (M) FAEESERHKES)
in April 2012 and the supervisor of the third division of the Xiamen
Municipal Bureau of Quality and Technical Supervision ([ EFfiTE &
BIMEERE=ZS2RITAEES) in April 2015.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND

SENIOR MANAGEMENT
ESENSREEERE

Ms. Li Jiayin (Z&EZ) (“Ms. Li"), aged 36, is our Executive
Director. She was appointed as an Executive Director on
9 September 2019. She is primarily responsible for business
development, overall management and strategic planning of our
Group. Ms. Li graduated from Auckland University of Technology,
New Zealand with a bachelor's degree in finance in 2008. She
worked as the department head at Le Brun Peirse Limited from
2008 to 2012, and as a senior management at BP Oil Group in
2013. She joined Moody Group in 2014, and has been serving as
the regional head of Europe, North America and the chief executive
officer of Moody Group. From March 2018 to August 2018, she was
appointed as an executive director of Wang Tai Holdings Limited
(currently known as “Moody Technology Holdings Limited”)
(stock code: 1400) and she has been the acting chairlady of such
company from August 2018 to April 2019. Ms. Li is currently the
authorized representative of Shenzhen National Development Fund
Management Limited* CRIIBRELEZEEFMR2AF]), a member
of the Asset Management Association of China* (1 EZ 5% & &
4 %1 &) and a Certified Financial Planner in China.

NON-EXECUTIVE DIRECTOR

Mr. Li Dongfan (Z&E L) (“Mr. Li"), aged 35. Mr. Li is an
entrepreneur and he held a degree of Doctor of Philosophy
(Finance) granted by Brampton International University, Canada.
From November 2017 to July 2018, Mr. Li held various positions
of vice chairman, executive director and the joint-chairman of
the board of directors of Blockchain Group Company Limited, a
company listed on The Stock Exchange of Hong Kong (the “Stock
Exchange”) (Stock Code: 364). From April 2018 to August 2018,
Mr. Li served as the executive director and chairman of Moody
Technology Holdings Limited, a company listed on the Stock
Exchange (Stock Code: 1400).
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND

SENIOR MANAGEMENT
ESENSREEERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Dajin (2/K# ), aged 54, was appointed as an
Independent Non-executive Director on 22 June 2017 Mr. Liu
Dajin is also a member of our Audit Committee, our Remuneration
Committee and our Nomination Committee. Mr. Liu Dajin has
been a practising member of the Chinese Institute of Certified
Public Accountants since November 1996. Mr. Liu Dajin graduated
with a bachelor degree in economics (major in accounting) from
the Central University of Finance and Economics (A5 B 48 K &)
(originally named Central Institute of Finance and Banking (F4k
BB E R ERT)) in June 1989. He then obtained a postgraduate
qualification from the Xiamen University Postgraduate School in
September 1992. Mr. Liu Dajin worked as a teaching assistant at
the Jimei Finance and Economics School (£ X424 (currently
known as: Finance & Economics Institute, Jimei Universityf£ 3 X
BB BB ) ) from August 1984 to August 1987 Mr. Liu Dajin then
served as the deputy director and an instructor at the Financial
Management Teaching and Research Centre (& EIBH M=) at
the Jimei College of Finance (S EH B EHEEIEZR (currently known
as: Finance & Economics Institute, Jimei University & 3< A 2284
EE2BT)) from July 1989 to August 1995. Mr. Liu Dajin worked
in various faculties of the Jimei University (£33 K &) since
September 1995 and is currently the professor of the Faculty of
Management of the Chengyi University College, Jimei University
(£EXEKREFHKEPT) . Mr. Liu Dajin has been an independent
non-executive Director of Mobile Internet (China) Holdings Limited
(formerly known as China Packaging Holdings Development
Limited), which is listed on the Stock Exchange (stock code: 1439)
since December 2013.

Mr. Liu Junting (2/1£%) ("Mr. Liu Junting”), aged 30, was
appointed as an Independent Non-executive Director on 14 January
2020. He is a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee. Mr. Liu
Junting graduated from Beijing Institute of Technology in July
2013. Mr. Liu Junting is currently the assistant manager of Zhuhai
Lvzhou Industrial Limited. Since October 2019, Mr. Liu Junting
was appointed as an independent non-executive director of Moody
Technology Holdings Limited, a company listed on the Stock
Exchange (Stock Code: 1400).
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND

SENIOR MANAGEMENT
ESENSREEERE

Mr. Pang Wai Ching (2 1E) ("Mr. Pang”), aged 31, was
appointed as an Independent Non-executive Director on
19 October 2019. He is the chairman of the Audit Committee.
Mr. Pang received a Bachelor degree of Business Administration
in Accountancy from City University of Hong Kong in July 2010.
He was admitted as a member of the Hong Kong Institute of
Certified Public Accountants in March 2015. Mr. Pang joined KPMG
in October 2010 and left the firm in November 2014, with his last
position held as an assistant manager. He served as assistant
manager of group internal audit department of Melco Services
Limited between November 2014 and September 2015. Mr. Pang
rejoined KPMG in October 2015 and left the firm in July 2017 with
his last position held as a manager. He also worked as a financial
controller of Golden Bright (Hong Kong) Group Company Limited
(2EEFBEEARAF) from July 2017 to April 2018. Mr. Pang
has been the company secretary of Fusen Pharmaceutical
Company Limited (stock code: 1652), a company listed on the
Main Board, since April 2019. He has also been appointed as the
company secretary of Orange Tour Cultural Holding Limited (stock
code: 8627), a company listed on GEM, since June 2018. He is
currently the director of Techson Management Limited (& EIEH
fRA®]), a company primarily engaged in accounting and training
services.

SENIOR MANAGEMENT

Mr. Liu Zhengping (2/i§ ), aged 49, is the chief procurement
officer of our Group and is primarily responsible for developing
strategic plans and overall management of our Group's
procurement. Mr. Liu Zhengping joined our Group as the manager
for procurement department in August 2009.

In the earlier period of his career, Mr. Liu Zhengping was employed
as the chief sailor in the U-Ming Marine Transport (Singapore) Pte
Ltd. (A RME (3003 FLABBR A F)) from May 2006 to July
2009. Mr. Liu Zhengping completed a 2-year course in ship piloting
at the Fujian Huian Sailing School (1B 2B EL G =i/ GREE
B (currently known asfBEAFZMM R B E=MEKEREER))
in July 1988 and completed a short course in ship piloting at the
Guangzhou Mariner School ( E/M/& 8 24%) in July 1994,

Mr. Lin Yiyang (#2£F%) , aged 32, is the chief sales officer of our
Group and is primarily responsible for developing strategic plans
and overall management of our Group's sales. Mr. Lin joined our
Group in 2010 and he was responsible for business development
and customer management for the Group’'s market in Southern
China. He has been working with the Group for 8 years and has
extensive experience in marketing and customer relations.

Mr. Liu Qingsen (21578 ), aged 49, is the head of production
of our Group and is primarily responsible for developing strategic
plans and overall management of our Group’s production. Mr. Liu
joined our Group as the team leader of production department in
August 2011

Prior to joining our Group, Mr. Liu worked for COSCO Shipping
(Hong Kong) Co. Limited of the COSCO Group and the Beijing
Branch of China Shipping Group as sailor from August 1989 to July
2011.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEEN WD

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
year ended 31 December 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 (CKZ) ". The
Group also sells dried seafood, algae and fungi without packaging.

The Group's revenue decreased by approximately 29.2% to
approximately RMB472.9 million in the Reporting Period from
approximately RMB668.0 million for the year ended 31 December
2018. China's GDP growth was 6.1% in 2019, as compared to
6.6% in 2018. This is the lowest growth rate 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 38.6%
to approximately RMB103.8 million in the Reporting Period from
RMB169.1 million in the year ended 31 December 2018, while the
gross margin fell from 25.3% in the year ended 31 December 2018
to 21.9% in the Reporting Period.

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 dried seafood, 30 algae and fungi, and 60 seafood snacks
products.

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 major revenue source to the Group sales and the
proportions for revenue contributed for each of the above channels
remained consistent as compared to the year ended 31 December
2018.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEEN WD

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 relies on the proven sales
records and stable supply of its wide ranges of products.

OUTLOOK

Over the past couple of years, 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.

On 13 December 2019, the US and the PRC government
officials announced that they have entered into a preliminary
trade agreement and on 15 January 2020, the US and the PRC
government signed the phase one agreement aimed at easing
the Sino-US trade war. Although the immediate threat of further
escalation has stopped, the Group believes the trade tension
between US and China will continue to 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 to the economic uncertainty ahead.
Instead, the Group will rent additional factory areas as considered
necessary to maximize the Group's organic growth prospects. At
the same time, since the outbreak of the new coronavirus (the
“Epidemic”) in China since January 2020, the Group's operations
have been seriously affected, and customer demand for the
Company's products has further declined. In addition, to ensure
the health and safety of its employees and customers, the Group
has suspended all product promotion activities, which will directly
affect the Group's turnover and performance. Considering the
impact of the Epidemic in various aspects, the Group believes that
this opportunity should be taken to further expand its businesses
other than food products in order to balance its business risks.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company'’s listed securities during the
Year.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEWED T

OPERATING RESULTS AND FINANCIAL REVIEW

REVENUE

During the Reporting Period, the Group’'s revenue decreased by
approximately 29.2% to approximately RMB472.9 million from
approximately RMB668.0 million for the year ended 31 December
2018, primarily due to decreases in both sales volume and average

selling prices.

The table below sets out a breakdown of the Group’s revenue

categorized by product types during the Reporting Year:

R BN B EE R

Y 5

RBEHRN AEENEEEREZE -
—NFE+_A=+—"BUIEFENHARE
668.0A B TLH L #129.2%E M AR ¥472.9
BEL ITERARAERNEREE R
EHEER D

TR SR R 45 4 P K SR L K R B
M

Year ended 31 December

BEt-A=1T—-BLEFE

% to total % to total
2019 revenue 2018 revenue
AW hBU IR
—E-hE Bolk(%) Z—ZE—N\F B9 (%)
RMB’000 RMB'000
ARET T ARETFIT
Dried seafood 2BER 246,108 52.1% 335,311 50.2%
Algae and fungi BHEEMREEER 190,283 40.2% 275,506 41.2%
Seafood snacks INESh-AT 36,497 7.7% 57141 8.6%
Total @t 472,888 667958

The table below sets forth the revenue contribution from the

Group's sales channels during the Reporting Year:

TRENAEENHERBRBESFANK
mER:

Year ended 31 December

BEt-A=1t—-BLEE

% to total % to total
2019 revenue 2018 revenue
AW EN BN
—E-hEF Bl Z—ZZE—NHF B9t (%)
RMB’000 RMB'000
AR®T T AREF T
Supermarkets i) 247,455 52.3% 354,662 53.1%
Trading companies VNS 104,528 22.1% 156,538 23.4%
Convenience stores & F 5 25,575 5.4% 30,987 4.6%
Others HAh 95,330 20.2% 125,771 18.9%
Food companies BmA A 37,813 8.1% 44,212 6.6%
Gift stores 2o 23,097 4.9% 39,459 5.9%
E-commerce retailers EE 32,125 6.8% 37,630 5.7%
Others HAh 1,731 0.3% 3,909 0.6%
Self-operated website B = ik 564 0.1% 561 0.1%
Total BEr 472,888 667,958
FRAERMBIERERAR | —E—LEFERE
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

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
Year:

EMREFNER

E M 5 Wk B 5H B AR - B A R EFEFIER A
W WBDHIIR TREINBREFA
REMBHEDHENRENE:

Year ended 31 December
BE+-A=+—HLEE

Gross profit Gross profit

2019 margin 2018 margin
—E-NEF EfE —T-N\F EF &
RMB’000 (%) RMB'000 (%)

ARET R AREFIT
Dried seafood 828 E 53,915 21.8% 84,798 25.3%
Algae and fungi ERERMRREE® 42,627 22.3% 71,041 25.8%
Seafood snacks NG 7,227 19.7% 13,255 23.2%
Total 5T 103,769 21.9% 169,094 25.3%

The Group’s gross profit margin was approximately 21.9% and
approximately 25.3% during the Reporting Year and for the
corresponding period of last year. The decrease in gross profit
margin was mainly due to the increase in raw materials costs
during the year.

OTHER INCOME AND OTHER GAINS/(LOSSES), NET

Other income represents rental income generated from the
seaweed farms located in Xiapu, the PRC and interest income from
bank deposits and secured loan receivable.

SELLING AND DISTRIBUTION EXPENSES

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.
As a percentage of revenue, our selling and distribution expenses
amounted to approximately 9.2% and 8.2% for the year ended 31
December 2019 and 2018, respectively. This increase was primarily
due to the decrease in revenue of the Group during the Reporting
Year.

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of salaries and
employees benefit expenses, rental expenses, office expenses,
depreciation and others. As a percentage of revenue, our
administrative expenses increased from approximately 1.7% for
the year ended 31 December 2018 to approximately 3.0% for the
Reporting Year, mainly due to the decrease in revenue of the Group
during the Reporting Year.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEEN WD

INCOME TAX EXPENSES

Income tax expense primarily consists of Enterprise Income Tax
of Xiamen Wofan Foodstuffs Company Limited and Fujian Wofan
Foodstuffs Company Limited, the applicable tax rate of which being
25%. For the year ended 31 December 2019 and 2018, income
tax expense were approximately RMB15.2 million and RMB28.0
million, respectively. The effective tax rates was approximately
33.0% for the year ended 2019 (for the corresponding period of
last year: 26.8%).

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

Hong Kong profits tax has not been provided as the Group had no
assessable profits arising in Hong Kong.

LIQUIDITY AND FINANCIAL RESOURCES AND CAPITAL
STRUCTURES

CASH FLOWS

During the Reporting Year, the Group funded its working capital
and other capital requirements principally by cash generated from
our operating activities and the net proceeds from initial public
offering.

NET CURRENT ASSETS

Net current assets increased from approximately RMB371.1 million
as at 31 December 2018 to approximately RMB404.3 million as at
31 December 2019. The increase was primarily attributable to an
increase in inventories and cash and cash equivalents and decrease
in trade payables.

CASH AND CASH EQUIVALENT AND BANK BORROWINGS
During the Reporting Year, the Group maintained a healthy liquidity
position. As at 31 December 2019, cash and cash equivalents of
the Group was approximately RMB242.6 million, as compared to
approximately RMB234.3 million as at 31 December 2018 and the
Group has no bank borrowings.

GEARING RATIO

As at 31 December 2019, the gearing ratio (calculated by total debt
divided by the total equity as at the end of the year) was 0.002 (31
December 2018: Nil).
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEWED T

INVENTORIES
As at 31 December 2019, inventories amounted to approximately
RMB79.1 million (2018: approximately RMB70.3 million). The
number of inventory turnover days was approximately 74 days
(2018: 41 days).

TRADE RECEIVABLES

As at 31 December 2019, trade receivables amounted to
approximately RMB102.2 million (2018: approximately RMB110.0
million). The Group granted its customers a credit period of 60 to
120 days following the day of delivery. The number of turnover
days for trade receivables was approximately 82 days (2018:
approximately 57 days).

TRADE PAYABLES

As at 31 December 2019, trade payables amounted to
approximately RMB8.7 million (2018: approximately RMB39.9
million). The Group managed to obtain a credit period of an average
of approximately 30 days from the majority of its suppliers.

CAPITAL EXPENDITURES

For the year ended 31 December 2019, the Group's capital
expenditure amounted to approximately RMB5.9 million (Year
ended 31 December 2018: approximately RMB37.1 million).

PLEDGE OF ASSETS
As at 31 December 2019, the Group did not pledge any assets.

USE OF NET PROCEEDS FROM INITIAL PUBLIC
OFFERING

The shares of the Company were listed on the Main Board of
the Stock Exchange on 18 July 2017 with net proceeds from the
global offering of approximately HK$123.3 million (after deduction
of underwriting fees and commissions and expenses paid 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”). As at 31 December
2019, all of the net proceeds from the global offering has been
utilized.

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 during the Reporting
Year. The Group currently has no plan to make any substantial
investment in or acquisition of capital assets, but will continue to
seek for potential investment or acquisition opportunities according
to the Group's development needs.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

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 Year.

EMPLOYEES

As at 31 December 2019, the Group had 554 full time employees
in total (31 December 2018: 645). The Group remunerates 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.

FINAL DIVIDEND
The Board did not recommend the payment of a final dividend for
the year ended 31 December 2019 to the shareholders.

EVENTS AFTER THE REPORTING PERIOD

Since the outbreak of Coronavirus Disease 2019 (“COVID-19") in
January 2020, the prevention and control of the COVID-19 has
been going on throughout the country. The COVID-19 has certain
impacts on the business operation and customer demand for the
Group's products has further declined. In addition, to ensure the
health and safety of its employees and customers, the Group has
suspended all product promotion activities, which will directly
affect the Group’s turnover and performance. Up to the date of
the report, the financial effect cannot be estimate. The Group will
continue to attend to the situation of the COVID-19, to assess and
react actively to its impacts on the financial position and operating
results of the Group.
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REPORT OF THE DIRECTORS
EEEHE

The Directors is pleased to present its report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
those of the principal subsidiaries of the Company are set out in
Note 27 to the Consolidated Financial Statements.

SEGMENT INFORMATION

An analysis of the Group's turnover and results by business
segments for the year ended 31 December 2019 is set out in note
6 to the Consolidated Financial Statements.

RESULT AND APPROPRIATION

The Group's financial information for the year ended 31 December
2019 and the financial position of the Group as at 31 December
2019 are set out in the consolidated financial statements from
pages 50 to 127.

No dividend has been declared or proposed by the Directors in
respect of the year ended 31 December 2019 (2018: Nil).

BUSINESS REVIEW

A review of the business, financial key performance indicators and
outlook of the Group for the year ended 31 December 2019 are
provided in the Chairman’s Statement and Management Discussion
and Analysis on pages 4 to 5 and pages 10 to 16 of this annual
report.

ENVIRONMENTAL POLICY

[t is our corporate and social responsibility in promoting a
sustainable and environmental friendly environment. We strive to
minimise our environmental impact by saving electricity and to
build our Group in a sustainable way.

We have adopted a set of emergency planning, response
and control procedures as countermeasures for unexpected
environmental pollution accidents to minimise our impact on the
environment and the adverse effect on our business.

DIVIDEND POLICY

The Company has adopted a dividend policy (“Dividend Policy”),
pursuant to which the Company may declare and distribute
dividends to the shareholders of the Company (the “Shareholders”)
to allow Shareholders to share the Company’s profits and for the
Company to retain adequate reserves for future growth.
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REPORT OF THE DIRECTORS
EEEHE

The recommendation of the payment of any dividend is subject
to the absolute discretion of the Board, and any declaration of
final dividend will be subject to the approval of the Shareholders.
In proposing any dividend payout, the Board shall also take into
account, inter alia, the Group's financial results, the general
financial condition of the Group, the Group's current and future
operations, the level of the Group's debts to equity ratio, return
on equity and the relevant financial covenants, liquidity position
and capital requirement of the Group, surplus received from the
Company's subsidiaries and any other factors that the Board
deem appropriate. The Company’'s ability to pay dividends is
also subject to the requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and all relevant applicable laws,
rules and regulations in the Cayman Islands, Hong Kong and the
Memorandum and Articles of Association of the Company. The
Company does not have any pre-determined distribution ratio. The
Group's dividend distribution record in the past may not be used
as a reference or basis to determine the amount of dividends that
may be declared or paid by the Company in the future.

The Board will continually review the Dividend Policy and reserves
the right in its sole and absolute discretion to update, amend
and/or modify the Dividend Policy at any time, and the Dividend
Policy shall in no way constitute a legally binding commitment by
the Company that dividends will be paid in any particular amount
and/or in no way obligate the Company to declare a dividend at any
time or from time to time.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year, as far as the Company is aware, there was no
material breach of or non-compliance with applicable laws and
regulations by our Group that has a significant impact on the
business and operations of our Group.
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PRINCIPAL RISK AND UNCERTAINTIES

The Group is exposed to the operational risk in relation to the
business of the Group. With the growth and expansion of our
operations, the potential risks to our business increase as
well. In order to identify, assess and control the risks that may
create impediments to our success, we have implemented a
risk management system that covers each material aspect of
our operations, including financial security, production, logistics,
technology and compliance. As our risk management is a
systematic project, each of our departments is responsible for
identifying and evaluating the risks relating to its area of operations.
Our Audit Committee is responsible for overseeing, assessing
and reviewing our risk management policy and supervising the
performance of our risk management system.

RELATIONSHIPS WITH STAKEHOLDERS

EMPLOYEES

The Company recognizes that employees are our valuable assets.
Thus our Group provide competitive remuneration package to
attract and motivate the employees. Our Group regularly reviews
the remuneration package of employees and make necessary
adjustment to conform to the market standard.

SUPPLIERS

We have developed long-standing relationships with a number of
our suppliers and conducts a fair and strict appraisal on an annual
basis.

CUSTOMERS

We are committed to provide our customers with high quality
products and deliver on a timely basis. We also stay connected
with our customers to keep abreast of the changing customer
preference through regular visits of our sales teams.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019 are
set out in the consolidated statements of comprehensive income
on page 50.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five financial years is set out on page 128 of this annual
report.

SHARE CAPITAL

Details of movements in share capital of the Company during
the year are set out in Note 25 to the Consolidated Financial
Statements.
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RESERVES

Movements in the reserves of the Group during the year ended
31 December 2019 are set out in the consolidated statements of
changes in equity on page 52 of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company's reserves available
for distribution, calculated in accordance with the provisions of
the Companies Law of the Cayman Islands and the Company’s
articles of association (the “Articles of Association”), amounted
to approximately RMB92.7 million (as at 31 December 2018:
approximately RMB96.0 million).

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group's largest and five largest customers accounted
for approximately 8.6% and 34.4% of the total turnover for the
year 2019 respectively. Purchases from the Group's largest and five
largest suppliers accounted for approximately 18.2% and 46.1% of
the total purchases for the year 2019 respectively.

To the best knowledge of the Directors, neither the Directors, their
associates, nor any shareholders who owned more than 5% of the
Company's issued share capital, had any beneficial interest in any
of the Group's five largest customers or suppliers during the year
ended 31 December 2019.

SUBSIDIARIES
Details of the principal subsidiaries of the Company are set out in
Note 27 to the Consolidated Financial Statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the year are set out in Note 13 to the Consolidated Financial
Statements.

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 The net proceeds from the
listing were approximately HK$123.3 million (after deduction of
underwriting fees and commissions and estimated expenses
payable by the Company in connection with the global offering).

For details, please refer to the section headed “Management
Discussion and Analysis — Use of Net Proceeds from Initial Public
Offering” on page 15 of this annual report.

CHARITABLE CONTRIBUTIONS
During the year, the Group did not made charitable contributions
(2018: Nil).
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DIRECTORS AND DIRECTORS’ SERVICE AGREEMENTS
The Directors of the Company who hold office during the year and
up to the date of this report are:

EXECUTIVE DIRECTORS

Mr. Liu Rongru (Joint-Chairman and Chief Executive Officer)
(appointed as Chief Executive Officer on 6 August 2019 and
redesignated as Joint-Chairman on 14 January 2020)

Mr. Jiang Dehua (resigned on 6 August 2019)

Mr. Chak Chi Shing (resigned on 9 September 2019)

Ms. Li Jiayin (appointed on 9 September 2019)

NON-EXECUTIVE DIRECTOR
Mr. Li Dongfan (appointed on 14 January 2020)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Dajin

Mr. Chen Sze Hung (appointed on 9 July 2019 and
resigned on 14 January 2020)

Ms. Cheng Shing Yan (resigned on 19 October 2019)

Mr. Pang Wai Ching (appointed on 19 October 2019)

Mr. Liu Junting (appointed on 14 January 2020)

In accordance with articles 83(3) and 84(1) and (2) of the
Company's Articles of Association, Mr. Li Dongfan, Ms. Li Jiayin,
Mr. Pang Wai Ching and Mr. Liu Junting will retire at the annual
general meeting (“AGM"). Mr. Li Dongfan, Ms. Li Jiayin, Mr. Pang
Wai Ching and Mr. Liu Junting, being eligible, will offer themselves
for re-election.

None of the Directors, including those proposed for re-election at
the AGM, has a service agreement which is not terminable by the
Company within one year without payment of compensation, other
than statutory compensation.

The Company has received confirmation on independence from
each of the Independent Non-executive Directors pursuant to Rule
3.13 of the Listing Rules and all of them are considered to be
independent.

DIRECTORS’' REMUNERATION

The remuneration of the Directors is determined with reference to
Directors’ duties, responsibilities and performance and the results
of the Group.

Details of the remuneration of the Directors are set out in Note 12
to the Consolidated Financial Statements.
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BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management
of the Group are disclosed in the section headed "Biographical
Details of the Directors and Senior Management” on pages 6 to 9
of this annual report.

NON-COMPETITION UNDERTAKING BY CONTROLLING
SHAREHOLDERS

The controlling shareholders of the Company entered into a Deed
of Non-Competition in favour of the Company dated 22 June
2017 (“Deed of Non-Competition”) as set out in the section
of “Relationship with the Controlling Shareholders” under
the Prospectus. The controlling shareholders confirmed their
compliance of all the undertakings provided under the Deed of
Non-Competition.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

During the year ended 31 December 2019, there was no material
acquisition or disposal of subsidiaries or associated companies by
the Company.

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.
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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 ranted. 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 annual report, no share
options were granted under the Share Option Scheme.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at the date of this annual report, the Directors of the Company
had the following interests in the shares, underlying shares and
debentures of the Company, its Group members and/or associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQ")), as recorded in the register required to
be kept under 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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Approximate
percentage of

Number of shareholding

Name of Director Capacity/Nature of interest shares Interest (%)

FRELS

EEHSE S, HEEHE B & HE B2 (%)
Mr. Liu Rongru Interest in controlled corporation/

Long position (Note) 525,000,000 52.5%

gl mEE ZEGEENERFE (M)

Note:

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.

Save as disclosed above, as at the date of this annual report, none
of the Directors and chief executives of the Company had any
other interests or short positions in any shares, underlying shares
or debentures of the Company, any of its Group members or its
associated corporations (within the meaning of Part XV of the
SFO) which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to
have under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Model
Code.
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INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at the date of this annual report, the following persons/entities
(other than the Directors or chief executive of the Company) had,
or were deemed to have, interests or short positions in the shares
or underlying shares of the Company, its Group members and/or
associated corporations which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO:
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Approximate
percentage of
Number of shareholding

Name of Shareholder Capacity/Nature of interest shares Interest (%)
BHRELH

IRER %A B Rt K& EE B 2 (%)
Precisely Unique Limited Beneficial Owner (Note 1) 525,000,000 52.5%
HaARAR EmEAA (M31)
Mr. Liu Rongru Interest in controlled corporation/

Long position (Note 1) 525,000,000 52.5%
ey ub S TEtlEEOER TA (M)
Ms. Lin Yueying Interest of spouse (Note 2) 525,000,000 52.5%
MARRZ+ i B (MEE2)
Notes: Bt 5% -

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

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

The articles of associations of the Company provides that the
Directors shall be indemnified out of the assets and profits of
the Company from and against all actions, costs, charges, losses,
damages and expenses which they or any of them shall or may
incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty, or supposed duty,
in their respective offices or trusts.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the Directors and
directors of the subsidiaries of the Group.

DIRECTORS’ AND CONTROLLING SHAREHOLDER'S
INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance to which the Company or its
subsidiaries was a party and in which the controlling Shareholder
or a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the year, there were no connected transactions and
continuing connected transactions between the Group and its
connected persons (as defined under the Listing Rules) which
are subject to the reporting, announcement and the independent
shareholders’ approval requirement under the Listing Rules.

The material related party transactions as disclosed in Note 28 to
the Consolidated Financial Statements are connected transactions
exempt from reporting, announcement and independent
shareholders’ approval requirements under the Listing Rules.

COMPETITION AND CONFLICT OF INTERESTS

None of the Directors or any of their respective associates, has
engaged in any business that competes or may compete with the
business of the Group, or has any other conflict of interest with
the Group.

PURCHASES, SALE AND REDEMPTION OF LISTED
SECURITIES

The Company did not redeem any of its listed securities, and
neither did the Company nor any of its subsidiaries purchase or sell
any of the Company’s listed securities during the year and up to
the date of this report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.
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PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules as at
the date of this annual report.

CORPORATE GOVERNANCE

The Company is committed to adopt corporate governance
practice. The Company's corporate governance practices are set
out in the Corporate Governance Report on pages 28 to 43.

AUDITORS

The Consolidated Financial Statements for the year ended
31 December 2019 have been audited by BDO Limited which
retires, and being eligible, offer itself for re-appointment at the
AGM. A resolution to re-appoint BDO Limited and to authorize the
Directors to fix its remuneration will be proposed at the AGM.

On behalf of the Board

Liu Rongru

Executive Director

Xiamen, the PRC, 23 March 2020
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The Board is committed to maintaining a good standard of
corporate governance practices and business ethics in the firm
belief that they are essential for maintaining and promoting
investors’ confidence and maximizing shareholders’ returns. The
Board reviews its corporate governance practices from time to
time in order to meet the rising expectations of shareholders and
comply with the increasingly stringent regulatory requirements,
and to fulfill its commitment to excellence in corporate governance.

The Company has adopted the code provisions in the Corporate
Governance Code (the “"CG Code”) as set out in Appendix 14 to
the Listing Rules as its own code of corporate governance. The
Board considers that up to the date of this announcement, in the
opinion of the Board, the Company has complied with the CG Code
except the following deviations:

Code provision A.2.1 of the Code, which stipulates that the roles
of chairman and chief executive officer should be separated. The
joint-chairman and the chief executive officer of the Company
is Mr. Liu Rongru. Nevertheless, the Board considers that this
structure will not impair the balance of power and the authority of
the Board. The Board currently comprises two executive Directors,
one non-executive Director and three independent non-executive
Directors, with independent non-executive Directors representing
half of the Board. Such percentage of independent non-executive
Directors on the Board can ensure their views carry significant
weight and reflect the independence of the Board. Mr. Liu Rongru
is the founder of the Group and he is responsible for the overall
strategic planning and management of the Group. He has played
an important role during the Group's expansion. Mr. Liu Rongru has
extensive experience in the seafood industry, having been engaged
in the seafood business for over 20 years. At present, the Board
believes that it is beneficial to the management and development
of the Group's businesses for Mr. Liu Rongru to be both the
chairman and chief executive officer as it helps to facilitate the
Board's decision-making.

Code provision E.1.2 of the CG Code requires the chairman of the
board to invite the chairmen of the Audit Committee, Remuneration
Committee, Nomination Committee and any other committees
(as appropriate) to attend the annual general meeting. In their
absence, he should invite another member of the Committee or
failing this his duly appointed delegate, to attend. Due to other
business commitments, the chairmen and members of the Audit
Committee, Remuneration Committee and Nomination Committee
of the Company could not attend the annual general meeting of
the Company held in May 2019.
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Code provision A.2.7 of the CG Code requires that the chairman of
the Board shall at least annually hold meetings with Independent
Non-executive Directors without the presence of other Directors.
As Mr. Liu Rongru serves as the Joint-Chairman and Executive
Director concurrently, the code provision does not apply and
the Company deviates from such code provision. In addition,
the Chairman of the Board is of the view that, the Independent
Non-executive Directors can express their opinions to all Executive
Directors more directly and effectively at the Board meetings,
hence the Board is of the view that the deviation from the code
provision does not have material impact on the operation of the
Board.

The Company will continue to enhance its corporate governance
practices appropriate to the conduct and growth of its business
and to review its corporate governance practices from time to time
to ensure they comply with the evolving regulatory requirements
and to meet the rising expectations of the shareholders and other
stakeholders.

CORPORATE GOVERNANCE PRACTICES

(A) BOARD OF DIRECTORS
Responsibilities and Delegation
The Board is responsible for the leadership and control of
the Company, overseeing the Group’s businesses, strategic
decisions, internal control, risk management systems and
monitoring the performance of the senior management. The
management is responsible for the daily operations of the
Group under the leadership of the Chairman. The Directors
have the responsibility to act objectively in the interests of
the Company.

The Board has delegated various responsibilities to the
Board committees including the Audit Committee, the
Remuneration Committee and the Nomination Committee.
Further details of these Committees are set out below in
section B of this corporate governance report.
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Board Composition
The Board members during the year ended 31 December
2019 and up to the date of this report are as follows:

EXECUTIVE DIRECTORS:

Mr. Liu Rongru (Joint-Chairman and Chief Executive Officer)
(appointed as Chief Executive Officer on 6 August 2019
and redesignated as Joint-Chairman on 14 January 2020)

Mr. Jiang Dehua (resigned on 6 August 2019)
Mr. Chak Chi Shing (resigned on 9 September 2019)

Ms. Li Jiayin (appointed on 9 September 2019)

NON-EXECUTIVE DIRECTOR:

Mr. Li Dongfan (appointed on 14 January 2020)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. Liu Dajin
Mr. Chen Sze Hung (appointed on 9 July 2019 and
resigned on 14 January 2020)

Ms. Cheng Shing Yan (resigned on 19 October 2019)
Mr. Pang Wai Ching (appointed on 19 October 2019)

Mr. Liu Junting (appointed on 14 January 2020)

The Board currently comprises two Executive Directors,
one Non-executive Director and three Independent
Non-executive Directors from different business and
professional fields. The profiles of each Director are set
out in the "“Biographical Details of Directors and Senior
Management” section in this annual report. The Directors,
including the Independent Non-executive Directors, have
brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient
and effective delivery of the Board functions.

EF2HA
HE_ZT—NWF+-_A=+—81Lt*F
ERBEAREAHPILEZESTEKE
o

BHITEE:

288N 5 (B B FRITEARELD)
(RZZE—NAFNABEZT
BITBRAHINR T -TF
—ATHBERATBEER)
BEELE
(RZE—NAENARNBEET)
BEBLE
(RZE—NFNANLBEET)
TEFRL
(RZE—NFNLANLBEZMT)

FPITEFE -

TR RE
(RZZE-_ZEF—A1+THBEEZT)

BIIHHTEE:

BIRE R E

Bek Hiy 2 2 A
(R—ZZE—AE+ANBAEZE
YHR-_E-_ZFTF—F+MNEEE)

B R+
(R=—ZT—AF+A+hBET)

TERERE
(R=ZZE—NF+A+ILBEZE)

REERE
(R—ZE-_ZTF—F+NBHEZT)

EESAMBE_2RITES —HIF
HWITESN=BBIIFATESER
HEXRBTRMNEHREREE &
EENEEREERNAFRIEZNSR
EEERE|ND EF (BFEBILFE
WITER)REFEHRTECME
EMEBER MBARFEERRBS U
BEFSAME NA R B IERE

TEFERRERARAT | —F— W EFFERE
China Shenghai Food Holdings Company Limited | Annual Report 2019

30



CORPORATE GOVERNANCE REPORT
TEEERRE

Board Diversity Policy

The Board has adopted a board diversity policy (the “Policy”)
which sets out the approach to achieve a sustainable and
balanced development of the Company and to enhance the
quality of performance of the Company. The Policy aims at
achieving diversity on the Board.

Measurable Objectives and Selection

In designing the Board's composition, a number of
perspectives which include race, gender, age, cultural and
educational background, industry experience, technical
and professional experience, knowledge, skills, length of
service, personal integrity and time commitments of the
proposed candidates will be taken into consideration. The
Company will also take into account factors relating to its
own business model and specific needs from time to time.
The ultimate decision is based on merit and contribution
that the candidates will bring to the Board. Candidates will
be considered against objective criteria, having due regard
for the benefits of diversity on the Board.

The Board currently consists of one female member. The
Board will take opportunity to increase the proportion of
female members over time when selecting and making
recommendation on suitable candidates for Board
appointments. The Board would ensure that appropriate
balance of gender diversity is achieved with reference
to stakeholders’ expectation and international and local
recommended best practices, with the ultimate goal of
bringing the Board to gender parity. The Board also aspires
to having an appropriate proportion of Directors who have
direct experience in the Group's core markets, with different
ethnic backgrounds, and reflecting the Group's strategy.

Implementation and Monitoring

The Nomination Committee will monitor the implementation
of the board diversity policy and report to the Board
annually.

The Company has received annual confirmation from
each of the Independent Non-executive Directors of his/
her independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers all of the Independent
Non-executive Directors are independent.
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Board Meetings

The Board is scheduled to meet regularly at least four
times a year at approximately quarterly intervals, to discuss
the overall strategy as well as the operation and financial
performance of the Group. Ad-hoc meetings will also be
convened when necessary. Such Board meetings involve
the active participation, either in person or through other
electronic means of communication, of a majority of
Directors.

Agenda and Board papers together with all appropriate,
complete and reliable information will be provided to all
the Directors before meetings. All the Directors will be
provided with sufficient resources to discharge their duties,
and, upon reasonable request, the Directors will be able
to seek independent professional advice in appropriate
circumstances, at the Company’s expenses. All Directors
will have the opportunity to include matters in the agenda
for board meetings. The Company Secretary of the Company
is responsible to keep the minutes of board meetings and
meetings of Board committees. All minutes are open for
inspection by any Director at reasonable time on reasonable
notice.

During the year and up to the date of this annual report,
five Board meetings have been held, at which the Directors
approved the interim results of the Group for the six months
ended 30 June 2019 and the annual results of the Group for
the years ended 31 December 2019 and 2018, reviewed the
results announcements and interim and annual reports and
resolved other business matters.

The Company’s Articles of Association contain provisions
requiring Directors to abstain from voting and not to
be counted in the quorum at meetings for approving
transactions in which such Directors or any of their
associates have a material interest. According to current
Board practices, any material transaction, which involves
a conflict of interests for a substantial shareholder or a
Director, will be considered and dealt with by the Board at a
duly convened Board meeting.
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Appointments, Re-election and Removal of Directors
Each of the Executive Directors and Non-executive Director
has entered into a service contract with the Company for
an initial fixed term of three years commencing from their
respective appointment dates renewable automatically
until terminated by not less than three months’ notice in
writing served by either party on the other expiring at the
end of the initial term or any time thereafter. All of their
appointments are subject to retirement by rotation and
re-election in accordance with the Articles of Association of
the Company.

Each of the Independent Non-executive Directors has
entered into a letter of appointment with our Company
on their respective appointment dates. Each letter of
appointment is for an initial term commencing on the date
of the letter of appointment and shall continue thereafter
subject to a maximum of three years unless terminated by
either party giving at least one month’s notice in writing.
All of their appointments are subject to retirement by
rotation and re-election in accordance with the Articles of
Association of the Company.

All Directors shall be subject to retirement by rotation at
least once every three years.

The Nomination Committee has reviewed the
reappointments/appointments of both the Executive
Directors, the Non-executive Director and the Independent
Non-executive Directors and recommended to the Board for
decision.

Training Induction and Continuing Development of
Directors

Directors keep abreast of responsibilities as a Director of
the Company and of the conduct, business activities and
development of the Company.

Each newly appointed Director will receive formal,
comprehensive and tailored induction on the first occasion
of his/her appointment to ensure appropriate understanding
of the business and operations of the Company and full
awareness of director's responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

Directors are continually updated on developments in
the statutory and regulatory regime and the business
environment to facilitate the discharge of their
responsibilities.
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(B)

Model Code for Securities Transactions

The Company has since 22 June 2017 adopted the Model
Code for Securities Transactions by Directors of Listed
Companies (the “Model Code"”) as set out in Appendix 10
to the Listing Rules. Following a specific enquiry, all the
Directors confirmed that they have complied with the Model
Code during the year.

BOARD COMMITTEES

Nomination Committee

The Company established the Nomination Committee on 22
June 2017 with written terms of reference in compliance
with paragraph A.5.2 of the Code Provisions. Its terms of
reference are available on the websites of the Company and
the Stock Exchange.

The primary duties of the Nomination Committee are to
review the structure, size and composition of the Board
on regular basis; to identify individuals suitably qualified
to become Board members; to assess the independence
of Independent Non-executive Directors; and to make
recommendations to the Board on relevant matters relating
to the appointment or re-appointment of Directors. The
Nomination Committee comprises two Independent
Non-executive Directors, namely Mr. Liu Dajin and Mr. Liu
Junting and one Executive Director, namely Mr. Liu Rongru
(Chairman).

Nomination Policy

The Company has adopted a Nomination Policy for
the Nomination Committee to consider and make
recommendations to Shareholders for election as Directors
at general meetings or appoint as Directors to fill casual
vacancies.
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Selection Criteria

The factors listed below would be used as reference by
the Nomination Committee in assessing the suitability of a
proposed candidate:

reputation for integrity;

accomplishment and experience in the business in
which the Group is engaged in;

commitment in respect of available time and relevant
interest;

diversity in all its aspects, including but not limited
to race, gender, age (18 years or above), educational
background, professional experience, skills and length
of service;

qualifications which include professional
qualifications, skills, knowledge and experience that
are relevant to the Company's business and corporate
strategy,

the number of existing directorships and other
commitments that may demand the attention of the
candidate;

requirement for the Board to have Independent
Non-executive Directors in accordance with the
Listing Rules and whether the candidates would
be considered independent with reference to the
independence guidelines set out in Rules 3.08, 3.09
and 3.13 of the Listing Rules;

Board Diversity Policy of the Company and any
measurable objectives adopted by the Nomination
Committee for achieving diversity on the Board; and

such other perspectives appropriate to the Company's
business.
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Director Nomination Procedure

Subject to the provisions in the Articles of Association of
the Company and the Listing Rules, if the Board recognises
the need for an additional Director or a member of senior
management, the following procedure will be followed:

(M

The Nomination Committee and/or Board will identify
potential candidates based on the criteria as set out
in the selection criteria, possibly with assistance from
external agencies and/or advisors;

The Nomination Committee and/or the Company
Secretary of the Company will then provide the
Board with the biographical details and details of the
relationship between the candidate and the Company
and/or Directors, directorships held, skills and
experience, other positions which involve significant
time commitment and any other particulars required
by the Listing Rules, the Companies Law of the
Cayman lIslands and other regulatory requirements
for any candidate for appointment to the Board;

The Nomination Committee would then make
recommendation to the Board on the proposed
candidate(s) and the terms and conditions of the
appointment;

The Nomination Committee should ensure that the
proposed candidate(s) will enhance the diversity
of the Board, being particularly mindful of gender
balance;

In the case of the appointment of an Independent
Non-executive Director, the Nomination Committee
and/or the Board should obtain all information
in relation to the proposed Director to allow the
Board to adequately assess the independence of
the Director in accordance with the factors set out
in Rules 3.08, 3.09 and 3.13 of the Listing Rules,
subject to any amendments as may be made by the
Stock Exchange from time to time; and

The Board will then deliberate and decide on the
appointment based upon the recommendation of the
Nomination Committee.
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Audit Committee

The Company established the Audit Committee on 22 June
2017 with written terms of reference in compliance with
Rule 3.21 and Rule 3.22 of the Listing Rules. The written
terms of reference of the Audit Committee was adopted
in compliance with paragraph C3.3 to C3.7 of the Code
Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The primary duties of the Audit Committee, among other
things, are to make recommendation to the Board on the
appointment, re-appointment and removal of external
auditors, review the financial statements and provide
material advice in respect of financial reporting and oversee
the internal control and risk management procedures of the
Company. As at the date of this annual report, the Audit
Committee consists of three Independent Non-executive
Directors, namely Mr. Pang Wai Ching (Chairman), Mr. Liu
Dajin and Mr. Liu Junting.

The Audit Committee has reviewed the Company's
financial statements and the Group's consolidated financial
statements for the year ended 31 December 2019, including
the accounting principles and practices adopted by the
Company and the Group.

During the year, two meetings have been held by the Audit
Committee. At such meetings, it reviewed the interim
results of the Group for the six months ended 30 June 2019.
It also reviewed the annual results of the Group for the year
ended 31 December 2018 with the independent auditors
and the activities of the Group’s internal control and risk
management functions. It also reviewed the Company’s
progress in implementing the corporate governance
requirements as set out in the CG Code.
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Remuneration Committee

The Company established the Remuneration Committee on
22 June 2017 with written terms of reference in compliance
with Rule 3.25 and Rule 3.26 of the Listing Rules. The
written terms of reference of the Remuneration Committee
was adopted in compliance with paragraph B1.2. of the
Code Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The primary duties of the Remuneration Committee are
to make recommendation to the Board on the overall
remuneration policy and structure relating to all Directors
and senior management of the Group and to ensure none
of the Directors determine their own remuneration. The
emoluments of Executive Directors are determined based
on their skills, knowledge, individual performance as well as
contributions, the scope of responsibility and accountability
of such Directors, taking into consideration the Company's
performance and the prevailing market conditions. The
remuneration policy of Independent Non-executive Directors
is to ensure that they are adequately compensated for their
efforts and time dedicated to the Company's affairs including
their participation in their respective Board committees.
The emoluments of Independent Non-executive Directors
are determined with reference to their skills, experience,
knowledge, duties and market trends. As at the date of this
annual report, the Remuneration Committee consists of two
Independent Non-executive Directors, namely Mr. Liu Dajin
(Chairman) and Mr. Liu Junting and one Executive Director,
namely Mr. Liu Rongru.

FHES =
ARARERZZE—tFAZ+=H
MYHFMEES WIRE ETWREIE

3.25{5 M 33. 264 H E & H B E H[E o
BEVZEeETEBREERE TR
SCEB1L2 AR T ER AR o E B G E A
RARA R a8t &b -

FHZE eI 2RE/NASE
EEENEEENEBRFHBRRRE
ANESERIEZAREMEES
AEETEBSHM MITEFAFH M
ENZFEFTHRE AE - BEAX
BUNBER BES#HENMET L&
RARRBIRBMBRITHGHEAEMETE
BUFMITEETNHFIERRE ERE
HAMNHBENRERTFARAEL
BRE2NZEETHEZRES MER
DEE-BUNRTESNHFHLES
THREE &R @& BELTSSB
EMEBE-RAFHRAHY HFMEE
EHEREMBBELIFATERZ RS
FE(EF)RBEELRENR —F
MITE=ZIRWMEL-

TEFERRERARAT | —F— W EFFERE
China Shenghai Food Holdings Company Limited | Annual Report 2019

38



CORPORATE GOVERNANCE REPORT

N 'M\Aiﬁi

Details of remuneration of Directors are set out in Note 12
to the Consolidated Financial Statements.

During the year and up to the date of this annual report,
six meetings have been held to review the remuneration
packages paid to Directors and senior management for
the financial year and the remuneration of new Directors
appointed.

The attendance of individual members of the Board and
other Board Committees meetings during the year and up to
the date of this annual report is set out in the table below:

Board Meeting

BEENHHAFBENGAEM B REN
5F12 °

RAFERERNFHRAM HFWEE
BRTNREZ UBHAMERFERE
SNTFEERRREEENFHI AR
MEEEE M-

REAFEREZEAFRAPEZER
HWEEe THEZBERELFE S
BEREINN TR

Meeting attended/held

HE/ 2788
Audit Remuneration Nomination
Committee Committee Committee

- ERZEE FMZEEE REZ88
Executive Directors HTES
Mr. Liu Rongru (Joint-Chairman and NEMEE (BELE
Chief Executive Officer) B1HEH)
(appointed as Chief Executive Officer (RZZE-NENA
on 6 August 2019 and redesignated /\ EI ﬁ?ﬁi\%ﬁfw@ﬁ
as Joint-Chairman on 14 January 2020) —2-FF-A
W BRARRER) 55  N/ATEA 6/6 6/6
Mr. Jiang Dehua BEErE(RZZ-NF
(resigned on 6 August 2019) NASBEIT) 2/5 N/A TER 6/6 6/6
Mr. Chak Chi Shing BEBAE (RZ2-NEF
[resigned on 9 September 2019) NANBEHT) 3/5 N/A FER 6/6 6/6
Ms. Li Jiayin FEERIM_T-NE
(appointed on 9 September 2019) NANBEZRA) 2/5 N/A TER 6/6 6/6
Non-Executive Director FYTES
Mr. Li Dongfan ZRAEE(RZSZEE
(appointed on 14 January 2020) —R+mRAEZT) 1/5 N/A TER N/A RER N/A REH
Independent BYFHTES
Non-Executive Directors
Mr. Liu Dajin ARELRE 5/5 3/3 6/6 6/6
Mr. Chen Sze Hung BETELE (RZE-NE
(appointed on 9 July 2019 and tANBEZRIR
resigned on 14 January 2020) ZE-ZE-ATHA
BHE) 2/5 1/3 2/6 2/6
Ms. Cheng Shing Yan BERTL (RZE-NE
[resigned on 19 October 2019) +A+ABEE) 2/5 2/3 N/A T & A N/A T & A
Mr. Pang Wai Ching PRERE (RZE-NEF
(appointed on 19 October 2019) TATNREZAE) 1/5 173 N/A FER N/A FER
Mr. Liu Junting AREEE (RZE-FF
(appointed on 14 January 2020) —ATHREZT) 1/5 173 116 116
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(C)

ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Acknowledgement

The Audit Committee and the Board have reviewed the
Group's consolidated financial statements for the year
ended 31 December 2019. The Directors acknowledge
their responsibilities for preparing accounts, the financial
statements, performance position and prospects of
the Group. Management has provided information and
explanation to the Board to enable it to make an informed
assessment of the financial and other information put before
the Board for approval. The Directors believed that they
have selected suitable accounting policies and applied them
consistently, made judgment and estimates that are prudent
and reasonable.

The Board is not aware of any material uncertainties relating
to the events or conditions which may cast significant doubt
over the Group's ability to continue as a going concern.
Accordingly, the Board has continued to adopt the going
concern basis in preparing the financial statements.

The accounts for the year were audited by BDO Limited
whose term of office will expire upon the forthcoming
annual general meeting.

Auditor’s Remuneration
For the year ended 31 December 2019, the analysis of the
remuneration of the Company’s auditor, BDO Limited, paid/
payable is set out below:

(C)

BEMERERZ
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AEERBEHBERLEERD
EBMABRAREZ HEHERE
ERRBAFERE LEm-

% B Bl
BE-_ZT-NE+-_A=1+—HLHF
B BN ENARR R A E B
ERF G EEME R QR &%
DEIOT

Amount
&8
(HK$°000)
(F#&x)

Audit services

The Audit Committee will recommend the reappointment of
BDO Limited for audit service, and consider the engagement
of the non-audit services to ensure the independence and
objectivity of audit service.

BEZRE

1,080

ERZEeRERBERTBLERR
SRENEEAI AR D ARHEEZRY
WEEBRBETIHECREAERE
RRBHBZIEREE M-
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board has overall responsibility for the internal control
and risk management systems of the Company. Internal
controls and risk management are used by the Board to
facilitate the effectiveness and efficiency of operations,
safeguard the investment of Shareholders and assets of the
Company and to ensure compliance with relevant statutory
and regulatory requirements. The Company’s internal control
and risk management policies are designed to provide
reasonable, but not absolute, assurance against material
misstatements and help the Board identify and mitigate, but
not eliminate, risk exposure. The policies and procedures
of internal controls (which include financial, operational
and compliance controls and risk management systems)
are considered to be adequate and effective based on the
annual review conducted by the Board through the Audit
Committee.

Handling and Dissemination of Inside Information

The Company has established and maintained procedures
and internal controls for the handling and dissemination
of inside information. The Company has adopted a code
of conduct for dealing in the securities of the Company by
the Directors in accordance with Appendix 10 of the Listing
Rules. Other employees of the Group who are likely to be
in possession of inside information of the Company are
also subject to dealing restrictions. Any inside information
and any information which may potentially constitute inside
information is promptly identified, assessed and escalated
to the Board and for the Board to decide on the need for
disclosure. Inside information and other information which
is required to be disclosed pursuant to the Listing Rules
will be announced on the respective websites of the Stock
Exchange and the Company in due course.

In light of the size and scale of the Group’'s businesses,
the Group currently does not have an internal audit
department. The Board will review and consider to establish
such department as and when it thinks necessary. As
such, the Board, supported by the Audit Committee, is
directly responsible for risk management and internal
control systems of the Company and for reviewing its
effectiveness. In order to maintain a high standard of
corporate governance, the Company engaged an external
independent consultant with professional staff in possession
of relevant expertise to assist in identifying and assessing
the risks of the Group through a series of interviews; and
independently perform internal control review and assess
effectiveness of the Group's risk management and internal
control systems. The results of the independent review and
assessment have been reported to the Audit Committee
and the Board. The improvement of the systems of risk
management and internal control is an ongoing process and
the Board maintains a continuing commitment to strengthen
the Company’s control environment and processes. Based
on the findings and recommendations of the report as
well as the comments of the Audit Committee, the Board
considered the internal control and risk management
systems effective and adequate.
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(F)

COMPANY SECRETARY

The Board appoints its Company Secretary in accordance
with the Company’s Articles of Association and in
compliance with the requirements of the Listing Rules. The
Company Secretary has complied with the professional
training requirement as set out in the Rule 3.29 of the
Listing Rules during the year ended 31 December 2019.

SHAREHOLDERS' RIGHTS

The Board welcomes shareholders to present their views
and shareholders may at any time submit their questions
and concerns about the Group. Enquiries may be put
to the Board or senior management by contacting the
Company Secretary through our shareholders’ email at
enquiry@xmwofan.com or by phone at 852-3702 6977 or
directly by raising questions at the general meetings of the
Company.

Shareholder(s) holding not less than one-tenth of Company’s
paid up capital may request the Board to convene an
extraordinary general meeting. The objects of the meeting
must be stated in the related requisition deposited at the
Company'’s registered office and addressing to the Company
Secretary at the Company's principal place of business in
Hong Kong. The extraordinary general meeting will be held
within two months after the deposition of such requisition.

To safeguard shareholders’ interests and rights, a separate
resolution is proposed for each substantially separate issue
at general meetings, including the election of individual
Directors.

All resolutions put forward at general meetings will be voted
on by poll pursuant to the Listing Rules and poll results will
be posted on the websites of the Company and of the Stock
Exchange after each general meeting.

Any Shareholder may appoint a proxy or representative to
attend the general meeting, and they are entitled to exercise
the same voting rights in the meeting.

(E)

(F)
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(G) INVESTOR RELATIONS AND COMMUNICATION WITH (G) REEBMERERRNBE
SHAREHOLDERS
The Company considers that effective communication RARRA BREZABEBE N
with shareholders is essential for enhancing investor BREEBARARREBEHAEEE
relations and investor understanding of the Group's BRAKKEZ THIETEE - B
business performance and strategies. To promote effective EETOER  ANQARA MUk (http://
communication, the Company maintains a website at www.xmwofan.com) ' 5 [ # i & &
http://www.xmwofan.com, where up-to-date information HEFTEMAREBEARAEBEE
and updates on the Company’'s business operations and MEBER PHER CEERTHRZ
developments, financial information, corporate governance BHER REMER -
practices and other information are posted.
The Company endeavours to maintain an on-going dialogue RATBNEFERROFEIN
with its shareholders and in particular, through AGMs BREEBRRAFT ARG HEMBRR
or other general meetings to communicate with the AEHERRETEB - ANRRAEBR
shareholders. Shareholders are encouraged to participate in REERERERE iifi%éﬁ%ﬁ
general meetings or to appoint proxies to attend and vote at EHERRAERER
meetings for and on their behalf.
The forthcoming AGM of the Company will be held on 25 AKRalER—ZE_EFAHA=-THA
May 2020. The notice of AGM will be sent to shareholders BITEERRBAFRE °Hx$ﬂ¢7ﬁ
at least 20 clear business days before the AGM. EREERRERFRS ZA1&20
ETBEEXEHFETRR-
Constitutional Documents FHEXMH
The latest version of the Memorandum and Articles of RARMEBERRARARMA 2 &
Association of the Company is posted on the Company’s FRAZEH N AR E Mo
website.
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TO THE SHAREHOLDERS OF CHINA SHENGHAI FOOD
HOLDINGS COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Shenghai Food Holdings Company Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 50 to 127,
which comprise the consolidated statement of financial position
as at 31 December 2019 and the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 December 2019 and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKASs") issued by the HKICPA. Our responsibilities
under those standards are further described in the "Auditor's
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of the
Group in accordance with the HKICPA's “Code of Ethics for
Professional Accountants” (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

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

REVENUE RECOGNITION

Refer to summary of significant accounting policies in Note 4
and disclosure of revenue in Note 6 to the consolidated financial
statements.

The Group is principally engaged in the dried seafood, algae and
fungi and seafood snacks trading business.

Revenue represents income from sales of dried seafood, algae and
fungi and seafood snacks sourced from Mainland China amounted
to RMB472,888,000.
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REVENUE RECOGNITION - continued

The Group enters into sale and purchase agreements with the
distributors and supermarkets and in accordance with the terms
of the agreements, revenue is recognised when control of good or
services is transferred to the distributors and supermarkets.

We identified revenue recognition as a key audit matter because
revenue is one of the key performance indicators of the Group
and therefore there is an inherent risk of manipulation of the
recognition of revenue by management to meet specific targets or
expectations.

OUR RESPONSE
Our procedures in relation to assess the recognition of revenue
included the following:

o Obtaining an understanding of and assessing the design,
implementation and operating effectiveness of key internal
controls which govern revenue recognition;

° Inspecting sale and purchase agreements, on a sample
basis, to understand the terms of delivery and assess
whether management recognised the related revenue in
accordance with the Group's accounting policies, with
reference to the requirements of the prevailing accounting
standards;

° Comparing sales records for a sample of sales transactions
recorded during the year with relevant underlying
documentation, which included sales invoices and good
delivery notes with evidence of the customers’ receipt
of the goods and the date of receipt of the goods by the
customers;

° Comparing, on a sample basis, specific revenue transactions
recorded before and after the financial year end date with
the underlying sale and purchase agreements and good
delivery notes to determine whether the related revenue
had been recognized in the appropriate financial period;

° Scrutinising all journals affecting revenue raised during the
reporting period and comparing details of a sample of these
journal, which met certain risk-based criteria, with relevant
underlying documentation.
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IMPAIRMENT ASSESSMENT ON TRADE RECEIVABLES
Refer to summary of significant accounting policies in Note 4,
accounting estimates and judgements in Note 5 and disclosure
of trade receivables in Note 18 to the consolidated financial
statements.

As at 31 December 2019, the Group had net trade receivables
amounting to RMB102,278,000, after making loss allowance of
RMB1,288,000. It represents 20% of the total assets of the Group
and is considered quantitatively significant to the Group.

The Group's loss allowance is measured at an amount equal to
lifetime expected credit loss (“ECL") based on management’s
estimated loss rates for trade receivables. The estimated loss rates
take into account the credit history including default or delay in
payments, settlement records, subsequent settlements and ageing
analysis of the trade receivables.

We have identified impairment assessment of trade receivables as
a key audit matter due to considerable amount of judgement and
estimates being required in conducting impairment assessment as
mentioned in the forgoing paragraph.

OUR RESPONSE
Our procedures in relation to management's impairment
assessment on trade receivables included:

° obtaining an understanding of and assessing the design,
implementation and operating effectiveness of key internal
controls relating to credit control, debt collection and
calculation of the ECLs;

° assessing, on a sample basis, whether items in the trade
receivables ageing report were classified within the
appropriate ageing bracket by comparing individual items in
the report with the relevant sales invoices;

o assessing the reasonableness of management’'s loss
allowance estimates by examining the information used by
management to form such judgements, including testing the
accuracy of the historical default data, evaluating whether
the historical loss rates are appropriately adjusted based on
current economic conditions and forward-looking information
and examining the actual losses recorded during the current
financial year and assessing whether there was an indication
of management bias when recognising loss allowances; and
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OUR RESPONSE - continued

o inspecting cash receipts from customers after the financial
year end relating to trade receivables balances as at 31
December 2019, on a sample basis.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises the information included in the Company's
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. WWe have nothing
to report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group's
financial reporting process. The Audit Committee assists the
directors in discharging their responsibilities in this regard.
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INDEPENDENT AUDITOR’S REPORT
BB MBRES

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body, in accordance with the terms of
our engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's
internal control.

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

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

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE

CONSOLIDATED FINANCIAL STATEMENTS - continued

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

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

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

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

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

BDO Limited

Certified Public Accountants

Wan Che Bun

Practising Certificate Number P05804

Hong Kong, 23 March 2020
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

mEEZHEBER

For the year ended 31 December 2019 HEZ =T —NF+-A=+—HIFE
(Expressed in Renminbi unless otherwise indicated) (BB HERI - AARES|R)

2019 2018
—E-hEF —E-N\F
Notes RMB’000 RMB'000
B 5 ARET R ARET T
Revenue LON 6 472,888 667958
Cost of sales $HE KA (369,119) (498,864)
Gross profit EAH 103,769 169,094
Other income and other gains/(losses), net EfUg A & E b dzs,~ (E518)
R 7 1,272 2,363
Selling and distribution expenses HE RDHEAXT (43,734) (54,575)
Administrative expenses TERAX \ (14,098) (11,553)
Expected credit loss on financial assets & RIEEMNFEHEZEEE (261) (72)
Finance costs B IS AR AR 8 (226) =
Other expenses HEfX (693) (842)
Profit before income tax B P45 750 A& 7 9 46,029 104,415
Income tax expense ST X 10 (15,189) (28,001)
Profit for the year attributable EAREREABRMMERER
to owners of the Company 30,840 76,414
Other comprehensive income Hih 2 EUW =
Items that will be reclassified HIER[REEF 7 IEE 182 2K HY
subsequently to profit or loss: EH
- Exchange differences arising on —HREGINETE B R R
translation of foreign operations EEMENZE (13) 547
Other comprehensive income for the year R E 2 E Uk (13) 547
Profit and total comprehensive income ZAAFEEAEBEFAREFNR
for the year attributable to owners of 2 E WAL
the Company 30,827 76,961
Earnings per share BREF
- Basic and Diluted (RMB) - EXR#BE(AR%ERT) X 0.0308 0.0764
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CONSOLIDATED STATEMENTS OF

FINANCIAL POSITION

e PRI R

As at 31 December 2019 R —ZT—NF+=-A=+—8H

(Expressed in Renminbi unless otherwise indicated) (BB HERI - AARES|R)

2019 2018
—E-hE —N\F
No‘ges RMB’'000 RM‘B'OOO
M E ARET T AREF T
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment Y BB KR 13 67,356 34,913
Deferred tax assets R IBE E 24 372 281
Prepaid lease payments A E 8 14 - 79
Deposits paid to suppliers SEH?T)%J?’E%P%Z?E% 15 5,746 5,616
Prepayments AR K 19 3,150 =
Prepayment for acquisition of BARE MEE BN
plant and equipment 16 - 35,000
76,624 75,889
Current assets REBEE
Inventories FE 17 79,106 70,306
Trade receivables Z 5 WK 18 102,278 109,942
Deposits, prepayments and By ?Eﬁmlﬁﬁﬁiﬁﬁ
other receivables & U IR 19 8,258 12,713
Cash and cash equivalents RekBEE2EEY 20 242,578 234,253
432,220 427214
Current liabilities REBEE
Trade payables 5 R IR 21 8,716 39,910
Accruals, deposits received and A ER O UiRS R
other payables H b B 30IE 22 12,668 7,271
Lease liabilities HEBE 29 1,065 =
Provision for taxation T IE B 5,501 8,918
27,950 56,099
Net current assets RBEEFE 404,270 371,115
Total assets less current liabilities BWEERARBERE 480,894 447004
Non-current liabilities kRBEE
Accruals, deposits received and J@d‘%ﬁﬁﬁ BlizE &
other payables H b FE T K 22 900 =
Lease liabilities HEAE 29 2,163 =
3,063 -
Net assets BEE 477,831 447004
CAPITAL AND RESERVE BERK#E 25
Share capital fi&% AR 8,723 8,723
Reserves ] 469,108 438,281
Total equity B R 477,831 447004
On behalf of the board of directors REESZS
Mr. Liu Rongru Ms. Li Jiayin
Bl kL =EFrL
Director Director
EFE EZE
FREASRAIERAERAR | —E—NWEFERE

China Shenghai Food Holdings Company Limited | Annual Report 2019

51



CONSOLIDATED STATEMENTS OF

CHANGES IN EQUITY

For the year ended 31 December 2019 HEZ =T —NF+-A=+—HIFE

(Expressed in Renminbi unless otherwise indicated) (B ZHEHERIN AARBHITR)

Share Share Special Statutory Exchange Other Retained Total
capital  premium* reserve® reserve® reserve* reserve* earnings* equity
Rx  ROEE* BARE  AERE EXRH HibRfr  REERA: BRE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARBFR ARBTT ARETT ARETT ARETn  ARETn  ARETR
Note 25 Note (a) Note (b) Note (c)
K325 FtiE(a) Wi (o) ftE(c)
Balance at 31 December 2017  R=E-t&-F-AK
as originally presented &8 8,723 138,185 17800 13,667 (2,523) 5,800 189,325 370,977
Initial application of HKFRS 9, MaERB AN BREEA
net of deferred tax £9% MR EEHE - - - - - - (934) (934)
Restated halance at RZE-NE-B-AH
1 January 2018 REY L8 8,723 138,185 17,800 13,667 (2,523) 5,800 188,391 370,043
Profit for the year ERET - - - - = S 76,414 76,414
Other comprehensive income A 2ERA - - - - - - - -
Exchange differences arising on ~~ REBNERELR
translation of foreign operations ~ EXZE - - - - 547 - - 547
Total comprehensive income ERRENAEE
for the year - - - - 547 - 76,414 76,961
Transfer to statutory reserves BREITER - - - 3,763 - - (3,763) =
Balance at 31 December 2018 and R=2-NE+-A=1+-R
1 January 2019 R-E-NE-B-R&EH 8,723 138,185 17800 17430 (1,976) 5,800 261,042 447,004
Profit for the year ERET - - - - - - 30,840 30,840
Other comprehensive income A 2EHA - - - - - - - -
Exchange differences arising on ~~ BEBNEBELR
translation of foreign operations ~ EXZE - - - - (13) - - (13)
Total comprehensive income ERZENAEE
for the year - - - - (13) - 30,840 30,827
Transfer to statutory reserves BREITERE - - - 1,195 - - (1,195) -
Balance at 31 December 2019  R=Z-Af+-B=1-A
s 8,723 138,185 17,800 18,625 (1,989) 5,800 290,687 477831

*

The total of these balances represents

statement of financial position.

“"Reserves” in the consolidated

HEERETIREAR MR R AN [RE] -
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CONSOLIDATED STATEMENTS OF
CHANGES IN EQUITY

ma

EmBER

For the year ended 31 December 2019 HEZ =T —NF+-A=+—HIFE
(Expressed in Renminbi unless otherwise indicated) (B ZHEHERIN AARBHITR)

Notes:

(a)

(b)

Share premium account of the Company represents the excess of the
proceeds received over the nominal value of the Company’s shares issued.

During the year ended 31 December 2014, the director has waived the
repayment amounted to RMB17,800,000 from its outstanding balance. It was
deemed as contribution to the Company and has been capitalised to special
reserve.

The statutory reserve represents the amount transferred from net profit for
the year of the subsidiaries established in the PRC (based on the subsidiaries
PRC statutory financial statements) in accordance with the relevant PRC
laws until the statutory reserves reaches 50% of the registered capital of the
subsidiaries. The statutory reserve cannot be reduced except either in setting
off the accumulated losses or increasing capital.

T

(a)

(c)

AR A 2 Bty B R TD s 2 YA 18 BRI A
REABBEITROEEZ B

BE_Z-NE+_A=1+-BLEE BEK
22 W BYK 1832 4 A R #517.800,0007T B0 38 31
ZEHERARNARATNEIELCIHE B
FEEIEA AR -

ATE R E AR B AR R R BUA R B P B SLE B
REWF RN (RFIE A R & BEE 85
BRRVEBENSHE EEECHBEIZENE
REFEMEARRB0% © BN K Rt B R
BINEAR - BRI AR DA E 1 o

FEAERBIERERAR | ZE—NFEERS
China Shenghai Food Holdings Company Limited | Annual Report 2019

53



CONSOLIDATED STATEMENTS OF

CASH FLOWS
7 Iﬁaﬁ JLE i‘%

For the year ended 31 December 2019 HEZ =T —NF+-A=+—HIFE
(Expressed in Renminbi unless otherwise indicated) (BB HERI - AARES|R)

2019 2018
—E-hEF —N\F
RMB’000 RMB'000
ARET R ARBEFT
Cash flows from operating activities RETHEERE
Profit before income tax expense ﬁfr S % A 4 Al 46,029 104,415
Adjustments for: AT SEERAZE:
Depreciation of plant and equipment B R ETE 10,795 2,298
Amortisation of prepaid lease payments FENHEERIEEE - 50
Reversal of impairment loss on deposit paid TN THEBZESN
to suppliers VERIEN gk E (130) (145)
Impairment loss on trade receivables 5 RYGEREEE 851 67
(Reversal of)/Impairment loss on FEWRE FURE R B, ([B1#)
loan receivables (460) 150
Bank Interest Income HRITH B WA (866) (1,069)
Loan Interest income ERF B WA (329) (1,242)
Interest on lease liabilities HERBZHME 221 -
Amortisation of right-of-use assets FREEEZHH 1,404
Gain in early termination of lease RELIEBEE 2 WS (23) =
Loss on disposal of plant and equipment HERE RZRENEE 1 3
Operating profit before working capital changes & & & & 2 ) i A48 & % 57,493 104,527
Decrease/(increase) in trade receivables B Z) e W R IE R /(i"jjl]) 6,813 (12,465)
(Increase)/decrease in deposits, prepayments and 1% + T8 5078 & H g Uk
other receivables FIE (Em) RS (3,128) 1,599
Increase in long-term prepayment RHEITE (T 5L 0 (3,150) =
Increase in inventories FEIE N (8,800) (28,731)
Decrease in trade payables B S ENFIERD (31,193) (21,146)
Increase in accruals, deposits received and EErER BlZe Rk
other payables At & 1 B IE 8 1 6,297 3,612
Cash generated from operations KEENH Z 24,332 47396
Income taxes paid ERFRED (18,698) (28,410)
Net cash generated from operating activities AL T B EL ) FHE 5,634 18,986
Cash flows from investing activities REFTBRERE
Prepayment of acquisition of plant and equipment Y8 5 B & & H R FE T3 - (35,000)
Purchases of plant and equipment BEMEN&E (5,004) (37,084)
Loan repayment received BEREZBRR 7,993 =
Interest received B W F & 1,195 2,257
Net cash generated from/(used in) KRETE AR (AT ) FHRL
investing activities 4,184 (69,827)

hEER M
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CONSOLIDATED STATEMENTS OF
CASH FLOWS

FEEERER

For the year ended 31 December 2019 HEZ =T —NF+-A=+—HIFE
(Expressed in Renminbi unless otherwise indicated) (BB HERI - AARES|R)

2019 2018
—E-hF ZE-NF
RMB’000 RMB'000
AR®BT ARETT
Cash flows from financing activities MEIBHRERE
Repayment of principal portion of ERMEAGB s ASE S
the lease liabilities (1,259) -
Interest paid B E (221) -
Net cash used in financing activities BETE T FR 2 (1,480) -
Net increase/(decrease) in cash and ReRRESESEYIE M
cash equivalents (R2) F8E 8,338 (50,841)
Cash and cash equivalents at beginning of yearE#IIRE R B L EEY 234,253 285,243
Effect of exchange rate changes on cash and EXSFHHURLERHALEEY
cash equivalents - (13) (149)
Cash and cash equivalents at end of year FRESRBRSCEEY 242,578 234,253
Analysis of balances of cash and ReRESEEBEYWHERY
cash equivalents ki
Cash and bank balances R RIBITEHES 242,578 234,253
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
on 8 January 2016 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961,
as revised and consolidated) of the Cayman Islands and its
shares have been listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
since 18 July 2017 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, Mexi Road, Huandong Water, Tongon District, Hui
Industrial Park, Xiamen City, Fujian Province, PRC.

The principal activity of the Company is investment holding
and the principal activities of its subsidiaries (together with
the Company collectively refer to as “Group”) is packaging
and sales of seafood products.

ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSs")

(A) ADOPTION OF NEW/REVISED HKFRSS -
EFFECTIVE FROM 1 JANUARY 2019

The HKICPA has issued a number of new or amended
HKFRSs that are first effective for the current
accounting period of the Group:

HKFRS 16 Leases
HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement
Amendments to HKAS 28 Long-term Interests in
Associates and Joint
Ventures
Amendments to HKFRS 3,
Business Combinations;
HKFRS 11, Joint
Arrangements; HKAS 12,
Income Taxes and HKAS 23,
Borrowing Costs

Annual Improvements to
HKFRSs 2015-2017 Cycle

The impact of the adoption of HKFRS 16 Leases
have been summarised in below. The other new or
amended HKFRSs that are effective from 1 January
2019 did not have any significant impact on the
Group's accounting policies.

—RER
ARBRZE—R"F—HANBRE
MEREARIEE22E (1961F £3
SOEG - KBEIREH)EHEHS
AR AEREBER AR RER
MEZZ—+tFtA+N\BUREER
BEERSGABR AT ([ERZ])
FIR EMoADB R EMMPEELLR
Cricket Square, Hutchins Drive, PO.
Box 2681, Grand Cayman, KY1-1111,
Cayman lIslands e KRR E B L%
B P Bl R 2 A B P T R % (=8
ETXEREEHEZEERE R
&

ARBNEBXBRREER ME
MEBAR CERARRSME [ AEE])
MEBXEBREERHEEBER-

RMWBEBMBHEER ([FEY

HEmEER])
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HEX
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ZEE%
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FIRMERT MR
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BB ENE2S RBERARAE
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BENEREEN BEMBREER
—E-REE- E3% FEH
T+ FRBKN  BREERNEN
FREME %oAEGHE

BIZ 125 R E A
EEPERIEH
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”) — continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(i)

Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in
accounting treatment for lease accounting,
primarily for accounting for lessees. It
replaces HKAS 17 Leases (“HKAS 17"),
HK(IFRIC)-Int 4 Determining whether an
Arrangement contains a Lease, HK(SIC)-Int 15
Operating Leases-Incentives and HK(SIC)-Int
27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. From
a lessee’s perspective, almost all leases
are recognised in the statement of financial
position as a right-of-use assets and a lease
liabilities, with the narrow exception to this
principle for leases which the underlying
assets are of low-value or are determined as
short-term leases. From a lessor's perspective,
the accounting treatment is substantially
unchanged from HKAS 17 For details of HKFRS
16 regarding its new definition of a lease, its
impact on the Group's accounting policies and
the transition method adopted by the Group
as allowed under HKFRS 16, please refer to
section (ii) to (iv) of this note.

The Group has applied HKFRS 16 using the
cumulative effect approach and recognised
all the cumulative effect of initially applying
HKFRS 16 as an adjustment to the opening
balance of right-of-use assets and lease
liabilities at the date of initial application. The
comparative information presented in 2018 has
not been restated and continues to be reported
under HKAS 17 and related interpretations as
allowed by the transition provision in HKFRS
16.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”) — continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(i)

Impact of the adoption of HKFRS 16 -
continued

The following tables summarised the impact
of transition to HKFRS 16 on statement of
financial position as of 31 December 2018 to
that of 1 January 2019 as follows (increase/
(decrease)):

2. RPNBEBMBHEEAN([FHBH

BHREEY]) &

(A) BR@RFETREBITEBHBER
EEU-B=-B-NF-A—
REEN-&

(i) IRAEBHBEIHEER
5/11‘-76’-76;”575//%?_”{”
TEMABEERAE
Bt % ¥ 5 A R 1658 ¥
BHE_Z-NF+=A
=+—HEZZ—-AF
—A—BHBMRR
e a2 G VIVAC:

DK
RMB'000
ARET T
Statement of financial position REZF—NF—HA—HABYHMR LR
as at 1 January 2019 ) R
Right-of-use assets presented in RYE - BfER&RET 250
property, plant and equipment FREEE 5,684
Prepaid lease payment EEERE (129)
Lease liabilities (non-current) HEAE GERD) 4,195
Lease liabilities (current) HEBE(R®) 1,360
The following reconciliation explains how LWTHESRBAEE_Z
the operating lease commitments disclosed —N\NF+ZA=+—H1
applying HKAS 17 at the end of 31 December EAEBEFERE 7

2018 could be reconciled to the lease liabilities
at the date of initial application recognised
in the statement of financial position as at 1
January 2019:

I E R EHE AR
AT R T —AF
—A—BZBBHRRAE
RRERNEXER BB
HERBEETHEK:

RMB’000
ARETTT

Reconciliation of operating lease
commitment to lease liabilities
Operating lease commitment as of

R-E—

AREHEFAEHEE R B8 2
NEFE+T-A=1t—HH1

31 December 2018 A A E AR 7,210
Less: Commitments relating to leases i : 2452 & A{L By FL B &2 -
exempt from capitalisations:
Short-term lease and other leases FIpHEHRR - =_2F
with remaining lease term —A B3 ZAE R
ending on or before HEHEREMEE
1 January 2020 (1,082)
Less: future interest expenses W ARRFE R (573)
Add: Finance leases liabilities as of mEBE_Z2—-NF+=-_A=+—H
31 December 2018 MREHERE -
Total lease liabilities as of HE-_Z-—N—HA—8®
1 January 2019 HERRA 5,555
FEAEREBIERERAR | ZE—NFEERS
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) - continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(i)

(ii)

(iii)

Impact of the adoption of HKFRS 16 -
continued

The weighted average lessee’s incremental
borrowing rate applied to lease liabilities
recognised in the statement of financial
position as at 1 January 2019 is 4.75%.

The new definition of a lease

Under HKFRS 16, a lease is defined as a
contract, or part of a contract, that conveys the
right to use an asset (the underlying asset) for
a period of time in exchange for consideration.
A contract conveys the right to control the use
of an identified asset for a period of time when
the customer, throughout the period of use,
has both: (a) the right to obtain substantially
all of the economic benefits from use of the
identified asset and (b) the right to direct the
use of the identified asset.

Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease
as an operating lease or a finance lease based
on the extent to which risks and rewards
incidental to ownership of a lease asset lie
with the lessor or the lessee. If a lease is
determined as an operating lease, the lessee
would recognise the lease payments under
the operating lease as an expense over the
lease term. The asset under the lease would
not be recognised in the statement of financial
position of the lessee.

Under HKFRS 16, all leases (irrespective of
they are operating leases or finance leases)
are required to be capitalised in the statement
of financial position as right-of-use assets
and lease liabilities, but HKFRS 16 provides
accounting policy choices for an entity to
choose not to capitalise (i) leases which are
short-term leases and/or (ii) leases for which
the underlying asset is of low-value. The Group
has elected not to recognise right-of-use
assets and lease liabilities for lease term
less than 12 months. The lease payments
associated with those leases have been
expensed on straight-line basis over the lease
term.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs") - continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(iii)

Accounting as a lessee — continued

The Group recognised a right-of-use asset and
a lease liability at the commencement date of
a lease.

Right-of-use asset

The asset should be recognised at cost and
would comprise: (i) the amount of the initial
measurement of the lease liability (see below
for the accounting policy to account for
lease liability); (i) any lease payments made
at or before the commencement date, less
any lease incentives received; (iii) any initial
direct costs incurred by the lessee and (iv) an
estimate of costs to be incurred by the lessee
in dismantling and removing the underlying
asset to the condition required by the terms
and conditions of the lease, unless those costs
are incurred to produce inventories.

Lease liability

The lease liability should be recognised at the
present value of the lease payments that are
not paid at the date of commencement of the
lease. The lease payments shall be discounted
using the interest rate implicit in the lease, if
that rate can be readily determined. If that rate
cannot be readily determined, the Group shall
use the Group's incremental borrowing rate.

The following payments for the right-to-use
the underlying asset during the lease term that
are not paid at the commencement date of the
lease are considered to be lease payments:
(i) fixed payments less any lease incentives
receivable: (ii) variable lease payments that
depend on an index or a rate, initially measured
using the index or rate as at commencement
date; (iii) amounts expected to be payable by
the lessee under residual value guarantees;
(iv) the exercise price of a purchase option if
the lessee is reasonably certain to exercise
that option and (v) payments of penalties for
terminating the lease, if the lease term reflects
the lessee exercising an option to terminate
the lease.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”) — continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(iii)

(iv)

Accounting as a lessee — continued

Lease liability — continued

Subsequent to the commencement date, a
lessee shall measure the lease liability by:
(i) increasing the carrying amount to reflect

interest on the lease liability; (ii) reducing the
carrying amount to reflect the lease payments
made; and iii) remeasuring the carrying

amount to reflect any reassessment or lease
modifications, e.g., 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.

Transition

As mentioned above, the Group has applied
HKFRS 16 using the cumulative effect
approach and recognised all the cumulative
effect of initially applying HKFRS 16 as an
adjustment to the opening balance of retained
earnings at the date of initial application (1
January 2019). The comparative information
presented in 2018 has not been restated
and continues to be reported under HKAS 17
and related interpretations as allowed by the
transition provision in HKFRS 16.

The Group has recognised the lease liabilities
at the date of 1 January 2019 for leases
previously classified as operating leases
applying HKAS 17 and measured those lease
liabilities at the present value of the remaining
lease payments, discounted using the lessee’s
incremental borrowing rate at 1 January 2019.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”) — continued
(A) ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

(iv)

Transition — continued

The Group has elected to recognise all the
right-of-use assets at 1 January 2019 for
leases previously classified operating leases
under HKAS 17 and measured at the amount
of the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating
to the lease recognised in the statement of
financial position immediately before 1 January
2019.

The Group has also applied the follow practical
expedients: (i) applied a single discount rate
to a portfolio of leases with reasonably similar
characteristics; and (ii) applied the exemption
of not to recognise right-of-use assets and
lease liabilities for leases with term that will
end within 12 months of the date of initial
application (1 January 2019) and accounted for
those leases as short-term leases.

In addition, the Group has also applied the
practical expedients such that: (i) HKFRS
16 is applied to all of the Group's lease
contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains
a Lease and (ii) not to apply HKFRS 16 to
contracts that were not previously identified
as containing a lease under HKAS 17 and
HK(IFRIC)-Int4.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs") - continued

(A)

ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

HK(IFRIC)-Int 23 — Uncertainty over Income Tax
Treatments

The Interpretation supports the requirements of
HKAS 12, Income Taxes, by providing guidance over
how to reflect the effects of uncertainty in accounting
for income taxes.

Under the Interpretation, the entity shall determine
whether to consider each uncertain tax treatment
separately or together based on which approach
better predicts the resolution of the uncertainty.
The entity shall also assume the tax authority will
examine amounts that it has a right to examine and
have full knowledge of all related information when
making those examinations. If the entity determines
it is probable that the tax authority will accept an
uncertain tax treatment, then the entity should
measure current and deferred tax in line with its tax
filings. If the entity determines it is not probable,
then the uncertainty in the determination of tax is
reflected using either the “most likely amount” or the
"expected value” approach, whichever better predicts
the resolution of the uncertainty.

Amendments to HKAS 19 — Plan amendments,
curtailment or settlement

The amendments clarify that on amendment,
curtailment or settlement of a defined benefit plan, a
company should use updated actuarial assumptions
to determine its current service cost and net interest
for the period. Additionally, the effect of the asset
ceiling is disregarded when calculating the gain or
loss on any settlement of the plan and is dealt with
separately in other comprehensive income.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs") - continued

(A)

ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

Amendments to HKFRS 9 - Prepayment Features
with Negative Compensation

The amendments clarify that prepayable financial
assets with negative compensation can be measured
at amortised cost or at fair value through other
comprehensive income if specified conditions are
met — instead of at fair value through profit or loss.

Amendments to HKAS 28 — Long-term Interests in
Associates and Joint Ventures

The amendment clarifies that HKFRS 9 applies to
long-term interests (“LTI") in associates or joint
ventures which form part of the net investment in the
associates or joint ventures and stipulates that HKFRS
9 is applied to these LTI before the impairment losses
guidance within HKAS 28.

Annual Improvements to HKFRSs 2015-2017
Cycle - Amendments to HKFRS 3, Business
Combinations

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 3 which
clarifies that when a joint operator of a business
obtains control over a joint operation, this is a
business combination achieved in stages and the
previously held equity interest should therefore be
remeasured to its acquisition date fair value.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs") - continued

(A)

ADOPTION OF NEW/REVISED HKFRSs -
EFFECTIVE FROM 1 JANUARY 2019 - continued

Annual Improvements to HKFRSs 2015-2017 Cycle
- Amendments to HKFRS 11, Joint Arrangements

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 11
which clarify that when a party that participates in,
but does not have joint control of, a joint operation
which is a business and subsequently obtains joint
control of the joint operation, the previously held
equity interest should not be remeasured to its
acquisition date fair value.

Annual Improvements to HKFRSs 2015-2017 Cycle
- Amendments to HKAS 12, Income Taxes

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKAS 12 which
clarify that all income tax consequences of dividends
are recognised consistently with the transactions that
generated the distributable profits, either in profit
or loss, other comprehensive income or directly in
equity.

Annual Improvements to HKFRSs 2015-2017 Cycle
- Amendments to HKAS 23, Borrowing Costs

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKAS 23 which
clarifies that a borrowing made specifically to obtain
a qualifying asset which remains outstanding after
the related qualifying asset is ready for its intended
use or sale would become part of the funds an entity
borrows generally and therefore included in the
general pool.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs"”) - continued

(B)

NEW/REVISED HKFRSS THAT HAVE BEEN
ISSUED BUT ARE NOT YET EFFECTIVE

The following new/revised HKFRSs, potentially
relevant to the Group's financial statements, have
been issued, but are not yet effective and have not
been early adopted by the Group. The Group's current
intention is to apply these changes on the date they
become effective.

Amendments to HKFRS 3
BB BRELEREIF ZERT
Amendments to HKAS 1 and HKAS 8
BEACHEAE IR EEESFTER
F8H 2 1EFT
Amendments to HKFRS 9, HKAS 39
and HKFRS 7
BBV BHRELERNFEIN -
BB GETERFEIN K
BV BREENETR ZAEE]

EBzER
BERZES

Definition of material’

RN
% ¥

—_—

Definition of a business’

)

EEMBBEEA ([FEY
HEA]) -&
EREME N RERZHT R
& 5] & 8 M 35 & 2 A
UTA g RARENBEREA
FEHIRTE] ISR BB TS
WEERDEER EHiWRE
Mo BAREAEEERRA -
AEEBRNEREEE LS
FARZHEERGELEE -

Interest Rate Benchmark Reform’

MR AR

HKFRS 17

BRI BRELRE17HR

Amendments to HKFRS 10 and
HKAS 28

Insurance Contracts?

REE#?

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

EBH WL B10RT
EBRIERIF28% 2 5T

L Effective for annual periods beginning on or after 1 January

2020.

4 Effective for annual periods beginning on or after 1 January
2021.

8 Effective for annual periods beginning on or after a date to

be determined.

Amendments to HKFRS 3 — Definition of a
business

The amendments clarify that a business must include,
as a minimum, an input and a substantive process
that together significantly contribute to the ability
to create outputs, together with providing extensive
guidance on what is meant by a “substantive
process”.

Additionally, the amendments remove the
assessment of whether market participants are
capable of replacing any missing inputs or processes
and continuing to produce outputs, whilst narrowing
the definition of “outputs” and a “business” to
focus on returns from selling goods and services to
customers, rather than on cost reductions.

An optional concentration test has also been added
that permits a simplified assessment of whether an
acquired set of activities and assets is not a business.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs") - continued

(B)

NEW/REVISED HKFRSs THAT HAVE BEEN ISSUED
BUT ARE NOT YET EFFECTIVE - continued
Amendments to HKAS 1 and HKAS 8 — Definition
of material

The amendments clarify the definition and explanation
of “material”, aligning the definition across all HKFRS
Standards and the Conceptual Framework, and
incorporating supporting requirements in HKAS 1 into
the definition.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7
— Interest Rate Benchmark Reform

The amendments modify some specific hedge
accounting requirements to provide relief from
potential effects of the uncertainties caused by
interest rate benchmark reform. In addition, the
amendments require companies to provide additional
information to investors about their hedging
relationships which are directly affected by these
uncertainties.

HKFRS 17 — Insurance Contracts

HKFRS 17 will replace HKFRS 4 as a single
principle-based standard for the recognition,
measurement, presentation and disclosure of
insurance contracts in the financial statements of the
issuers of those contracts.

Amendments to HKFRS 10 and HKAS 28 — Sale or
Contribution of Assets between an Investor and
its Associate or Joint Venture

The amendments clarify the extent of gains or losses
to be recognised when an entity sells or contributes
assets to its associate or joint venture. When the
transaction involves a business the gain or loss is
recognised in full, conversely when the transaction
involves assets that do not constitute a business the
gain or loss is recognised only to the extent of the
unrelated investors' interests in the joint venture or
associate.

The Group is not yet in a position to state whether
these new pronouncements will result in substantial
changes to the Group's accounting policies and
financial statements.

2.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

3.

BASIS OF PREPARATION

3.1

3.2

3.3

STATEMENT OF COMPLIANCE

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
Hong Kong Accounting Standards (“HKASs"”) and
Interpretations (hereinafter collectively referred to as
the “"HKFRS") and the disclosure requirements of the
Hong Kong Companies Ordinance. In addition, the
financial statements include applicable disclosures
required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited.

BASIS OF MEASUREMENT
The consolidated financial statements have been
prepared under the historical cost basis.

FUNCTIONAL AND PRESENTATION CURRENCY
The functional currency of the Company is Hong
Kong dollar (“HKD"), while the financial statements
are presented in Renminbi (“RMB").

SIGNIFICANT ACCOUNTING POLICIES

4.1

4.2

BASIS OF CONSOLIDATION

The consolidated financial statements comprise
the financial statements of the Company and its
subsidiaries. Inter-company transactions and balances
between group companies together with unrealised
profits are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
are also eliminated unless the transaction provides
evidence of impairment on the asset transferred, in
which case the loss is recognised in profit or loss.

SUBSIDIARIES

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls
an investee if all three of the following elements
are present: power over the investee, exposure, or
rights, to variable returns from the investee, and
the ability to use its power to affect those variable
returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in
any of these elements of control.

In the Company's statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries
are accounted for by the Company on the basis of
dividend received and receivable.

3.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.3

REVENUE RECOGNITION

Revenue from contracts with customers is recognised
when control of goods or services is transferred
to the customers at an amount that reflects the
consideration to which the Group expects to be
entitled in exchange for those goods or services,
excluding those amounts collected on behalf of
third parties. Revenue excludes value added tax or
other sales taxes and is after deduction of any trade
discounts.

Depending on the terms of the contract and the laws
that apply to the contract, control of the goods or
service may be transferred over time or at a point in
time. Control of the goods or service is transferred
over time if the Group's performance:

o provides all of the benefits received and
consumed simultaneously by the customer;

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

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

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

4.

EXESTHE-&

4.3
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

EXSTHE-&

SIGNIFICANT ACCOUNTING POLICIES - continued 4,
4.3 REVENUE RECOGNITION - continued 4.3
When the contract contains a financing component
which provides the customer a significant benefit
of financing the transfer of goods or services to
the customer for more than one year, revenue is
measured at the present value of the amounts
receivable, discounted using the discount rate that
would be reflected in a separate financing transaction
between the Group and the customer at contract
inception. For contracts where the period between
the payment and the transfer of the promised goods
or services is one year or less, the transaction price is
not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS
15.
(i) Seafood and algae product
Customers obtain control of the seafood and
algae products when the goods are delivered
to and have been accepted. Revenue is
thus recognised upon when the customers
accepted the seafood and algae products
There is generally only one performance
obligation. Invoices are usually payable within
60 - 120 days. In the comparative period,
revenue from sales of goods is recognised on
transfer of risks and rewards of ownership,
which was taken as at the time of delivery and
the title is passed to customer.
(ii) Other income
Rental income under operating leases is
recognised on a straight-line basis over the
term of the relevant lease.
Interest income is accrued on a time basis
on the principal outstanding at the applicable
interest rate.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4. SIGNIFICANT ACCOUNTING POLICIES - continued
4.3 REVENUE RECOGNITION - continued

(ii) Other income — continued
Contract costs

The Group recognises an asset from the costs
incurred to fulfil a contract when those costs
meet all of the following criteria:

(a) the costs relate directly to a contract or
to an anticipated contract that the entity
can specifically identify;

(b) the costs generate or enhance
resources of the entity that will be used
in satisfying (or in continuing to satisfy)
performance obligations in the future;

and

(c) the costs are expected to be recovered.

The asset recognised is subsequently
amortised to profit or loss on a systematic
basis that is consistent with the transfer to
the customer of the goods or services to
which the cost relate. The asset is subject to

impairment review.

4.4 PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment including electric
equipment, plant and machinery, motor vehicles,
furniture and equipment and leasehold improvement
in the production or supply of goods, or for
administrative purposes, are stated at cost less
accumulated depreciation and accumulated

impairment losses, if any.

The cost of property, plant and equipment includes
its purchase price and the costs directly attributable

to the acquisition of the items.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.4

PROPERTY, PLANT AND EQUIPMENT - continued
Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are recognised as an expense in profit
or loss during the financial period in which they are
incurred.

Property, plant and equipment are depreciated so as
to write off their costs net of expected residual value
over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful lives are
as follows:

Electric equipment 3 years
Plant and machinery 10 years
Motor vehicles 4 years
Furniture and equipment 5 years

Shorter of lease term and
remaining useful life

Shorter of the asset’s
useful life and the lease
term on a straight-line
basis

Leasehold improvement

Right-of-use assets

An asset is written down immediately to its
recoverable amount if its carrying amount is higher
than the asset’s estimated recoverable amount.

The gain or loss on disposal of an item of plant and
equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised
in profit or loss on disposal.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.5

LEASING (ACCOUNTING POLICIES APPLIED
FROM 1 JANUARY 2019)

All leases (irrespective of they are operating leases
or finance leases) are required to be capitalised in
the statement of financial position as right-of-use
assets and lease liabilities, but accounting policy
choices exist for an entity to choose not to capitalise
(i) leases which are short-term leases and/or (ii)
leases for which the underlying asset is of low-value.
The Group has elected not to recognise right-of-use
assets and lease liabilities for low-value assets and
leases for which at the commencement date have a
lease term less than 12 months. The lease payments
associated with those leases have been expensed on
straight-line basis over the lease term.

Right-of-use asset

The right-of-use asset should be recognised at cost
and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for
the accounting policy to account for lease liability);
(ii) any lease payments made at or before the
commencement date, less any lease incentives
received; (iii) any initial direct costs incurred by the
lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the
underlying asset to the condition required by the
terms and conditions of the lease, unless those
costs are incurred to produce inventories. The Group
measures the right-of-use assets applying a cost
model. Under the cost model, the Group measures
the right-to-use at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liability.

The Group also has leased a number of properties
under tenancy agreements which the Group exercises
it judgement and determines that is held for own
use. As a result, the right-of-use asset arising from
the properties under tenancy agreements are carried
at depreciated cost.

4.
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4.5
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.5

LEASING (ACCOUNTING POLICIES APPLIED
FROM 1 JANUARY 2019) - continued

Lease liability

The lease liability is recognised at the present value
of the lease payments that are not paid at the date
of commencement of the lease. The lease payments
are discounted using the interest rate implicit in the
lease, if that rate can be readily determined. If that
rate cannot be readily determined, the Group uses
the Group's incremental borrowing rate.

The payment for the right-to-use the underlying
asset during the lease term that are not paid at the
commencement date of the lease are considered
to be lease payment: fixed payments less any lease
incentives receivable.

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the
carrying amount to reflect interest on the lease
liability; (ii) reducing the carrying amount to reflect
the lease payments made; and iii) remeasuring the
carrying amount to reflect any reassessment or lease
modifications, e.g., 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.

Accounting as a lessor

The Group has leased out its properties to a number
of tenants. Rental income from operating leases is
recognised in profit or loss on a straight-line basis
over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating
lease are added to the carrying amount of the
leased asset and recognised as an expense on the
straight-line basis over the lease term.

4.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
45A LEASING (ACCOUNTING POLICIES APPLIED

UNTIL 31 DECEMBER 2018) - continued

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to lessee. All other leases
are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised
in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
recognised as an expense on the straight-line basis
over the lease term.

The Group as lessee

The total rentals payable under the operating leases
are recognised in profit or loss on a straight-line basis
over the lease term, except where another systematic
basis is more representative of the time pattern in
which economic benefits from the leased asset are
consumed. Lease incentives received are recognised
as an integrated part of the total rental expense, over
the term of the lease.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.6

4.7

INVENTORIES

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and
condition. Cost is calculated using the weighted
average method. Net realisable value represents
the estimated selling price in the ordinary course of
business less the estimated costs of completion and
the estimated costs necessary to make the sale.

IMPAIRMENT OF OTHER THAN FINANCIAL
ASSETS

At the end of each reporting period, the Group
reviews the carrying amounts of the following assets
to determine whether there is any indication that
those assets have suffered an impairment loss or
an impairment loss previously recognised no longer
exists or may have decreased:

° Property, plant and equipment

If the recoverable amount (i.e. the greater of the
fair value less costs of disposal and value in use)
of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under
another HKFRS, in which case the impairment loss is
treated as a revaluation decrease under that HKFRS.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.7

4.8

4.9

IMPAIRMENT OF OTHER THAN FINANCIAL
ASSETS - continued

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, to
the extent that the increased carrying amount does
not exceed the carrying amount that would have
been determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.

Value in use is based on the estimated future
cash flows expected to be derived from the
asset, discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset or cash generating unit.

RESEARCH EXPENDITURE
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash at banks and
in hand.

SHARE CAPITAL

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued. Any transaction costs associated
with the issuing of shares are deducted from share
premium (net of any related income tax benefit)
to the extent they are incremental costs directly
attributable to the equity transaction.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued
4.11 FINANCIAL INSTRUMENT

a)

Financial assets

A financial asset (unless it is a trade receivable
without a significant financing component)
is initially measured at fair value plus, for an
item not at fair value through profit or loss
("FVTPL"), transaction costs that are directly
attributable to its acquisition or issue. A trade
receivable without a significant financing
component is initially measured at the
transaction price.

All regular way purchases and sales of financial
assets are recognised on the trade date,
that is, the date that the Group commits
to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of
financial assets that require delivery of assets
within the period generally established by
regulation or convention in the market place.

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

Debt instruments

Subsequent measurement of debt instruments
depends on the Group's business model
for managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Financial assets at amortised
cost are subsequently measured using the
effective interest rate method. Interest
income, foreign exchange gains and losses and
impairment are recognised in profit or loss.
Any gain on derecognition is recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4.

SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL INSTRUMENT - continued

4.11

a)

Financial assets — continued

Debt instruments — continued

Fair value through other comprehensive
income (“FVOCI"): Assets that are held for
collection of contractual cash flows and for
selling the financial assets, where the assets’
cash flows represent solely payments of
principal and interest, are measured at fair
value through OCI. Debt investments at fair
value through other comprehensive income
are subsequently measured at fair value.
Interest income calculated using the effective
interest rate method, foreign exchange gains
and losses and impairment are recognised in
profit or loss. Other net gains and losses are
recognised in other comprehensive income. On
derecognition, gains and losses accumulated in
other comprehensive income are reclassified
to profit or loss.

Fair value through profit or loss (“FVTPL"):
Financial assets at fair value through profit or
loss include financial assets held for trading,
financial assets designated upon initial
recognition at fair value through profit or loss,
or financial assets mandatorily required to
be measured at fair value. Financial assets
are classified as held for trading if they
are acquired for the purpose of selling or
repurchasing in the near term. Derivatives,
including separated embedded derivatives,
are also classified as held for trading unless
they are designated as effective hedging
instruments. Financial assets with cash flows
that are not solely payments of principal and
interest are classified and measured at fair
value through profit or loss, irrespective of
the business model. Notwithstanding the
criteria for debt instruments to be classified
at amortised cost or at fair value through
other comprehensive income, as described
above, debt instruments may be designated
at fair value through profit or loss on initial
recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4. SIGNIFICANT ACCOUNTING POLICIES - continued
4.11 FINANCIAL INSTRUMENT - continued

a)

b)

Financial assets — continued

Equity instruments

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment's fair value in
other comprehensive income. This election is
made on an investment-by-investment basis.
Equity investments at fair value through other
comprehensive income are measured at fair
value. Dividend income are recognised in profit
or loss unless the dividend income clearly
represents a recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income and
are not reclassified to profit or loss. All other
equity instruments are classified as FVTPL,
whereby changes in fair value, dividends and
interest income are recognised in profit or
loss.

Impairment loss on financial assets

The Group recognises loss allowances
for expected credit loss (“ECL") on trade
receivables, financial assets measured
at amortised cost and debt investments
measured at FVOCI. The ECLs are measured
on either of the following bases: (1) 12 months
ECLs: these are the ECLs that result from
possible default events within the 12 months
after the reporting date: and (2) lifetime ECLs:
these are ECLs that result from all possible
default events over the expected life of a
financial instrument. The maximum period
considered when estimating ECLs is the
maximum contractual period over which the
Group is exposed to credit risk.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL INSTRUMENT - continued

4.11

b)

Impairment loss on financial assets —
continued

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as
the difference between all contractual cash
flows that are due to the Group in accordance
with the contract and all the cash flows that
the Group expects to receive. The shortfall is
then discounted at an approximation to the
assets’ original effective interest rate.

The Group has elected to measure loss
allowances for trade receivables and deposits
paid to suppliers using HKFRS 9 simplified
approach and has calculated ECLs based on
lifetime ECLs. The Group has established a
provision matrix that is based on the Group's
historical credit loss experience, adjusted for
forward-looking factors specific to the debtors
and the economic environment.

For other debt financial assets, the ECLs are
based on the 12-months ECLs. However, when
there has been a significant increase in credit
risk since origination, the allowance will be
based on the lifetime ECLs.

When determining whether the credit risk of
a financial asset has increased significantly
since initial recognition and when estimating
ECL, the Group considers reasonable and
supportable information that is relevant and
available without undue cost or effort. This
includes both quantitative and qualitative
information analysis, based on the Group's
historical experience and informed credit
assessment and including forward-looking
information.

The Group assumes that the credit risk on a
financial asset has increased significantly if it
is more than 30 days past due.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL INSTRUMENT - continued

4.11

b)

c)

Impairment loss on financial assets —
continued

The Group considers a financial asset to be
credit-impaired when: (1) the borrower is
unlikely to pay its credit obligations to the
Group in full, without recourse by the Group
to actions such as realising security (if any is
held); or (2) the financial asset is more than 90
days past due.

Financial liabilities

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities
at fair value through profit or loss are initially
measured at fair value and financial liabilities
at amortised costs are initially measured at
fair value, net of directly attributable costs
incurred.

Financial liabilities at fair value through profit
or loss

Financial liabilities at fair value through profit or
loss include financial liabilities held for trading
and financial liabilities designated upon initial
recognition as at fair value through profit or
loss.

Financial liabilities are classified as held for
trading if they are acquired for the purpose of
sale in the near term. Derivatives, including
separated embedded derivatives, are also
classified as held for trading unless they are
designated as effective hedging instruments.
Gains or losses on liabilities held for trading
are recognised in profit or loss.

Where a contract contains one or more
embedded derivatives, the entire hybrid
contract may be designated as a financial
liability at fair value through profit or loss,
except where the embedded derivative does
not significantly modify the cash flows or
it is clear that separation of the embedded
derivative is prohibited.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL INSTRUMENT - continued

4.11

c)

Financial liabilities — continued

Financial liabilities at fair value through profit
or loss — continued

Financial liabilities may be designated upon
initial recognition as at fair value through
profit or loss if the following criteria are met:
(i) the designation eliminates or significantly
reduces the inconsistent treatment that would
otherwise arise from measuring the liabilities
or recognising gains or losses on them on a
different basis; (ii) the liabilities are part of a
group of financial liabilities which are managed
and their performance evaluated on a fair value
basis, in accordance with a documented risk
management strategy; or (iii) the financia
liability contains an embedded derivative that
would need to be separately recorded.

Subsequent to initial recognition, financial
liabilities at fair value through profit or loss are
measured at fair value, with changes in fair
value recognised in profit or loss in the period
in which they arise, except for the gains and
losses arising from the Group's own credit risk
which are presented in other comprehensive
income with no subsequent reclassification
to the statement of profit or loss. The net fair
value gain or loss recognised in the statement
of profit or loss does not include any interest
charged on these financial liabilities.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade and other payables, borrowings, certain
preference shares and the debt element of
convertible loan note issued by the Group
are subsequently measured at amortised
cost, using the effective interest method. The
related interest expense is recognised in profit
or loss.

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well
as through the amortisation process.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
FINANCIAL INSTRUMENT - continued

4.11

d)

e)

f)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
asset or financial liability and of allocating
interest income or interest expense for the
year ended 31 December 2019 and 2018. The
effective interest rate is the rate that exactly
discounts estimated future cash receipts or
payments through the expected life of the
financial asset or liability, or where appropriate,
a shorter period.

Equity instruments

Equity instruments issued by the Company
are recorded at the proceeds received, net of
direct issue costs.

Derecognition

The Group derecognises a financial asset
when the contractual rights to the future
cash flows in relation to the financial asset
expire or when the financial asset has been
transferred and the transfer meets the criteria
for derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.11

FINANCIAL INSTRUMENT - continued

f) Derecognition — continued
Where the Group issues its own equity
instruments to a creditor to settle a
financial liability in whole or in part as a
result of renegotiating the terms of that
liability, the equity instruments issued are
the consideration paid and are recognised
initially and measured at their fair value
on the date the financial liability or part
thereof is extinguished. If the fair value of
the equity instruments issued cannot be
reliably measured, the equity instruments
are measured to reflect the fair value of the
financial liability extinguished. The difference
between the carrying amount of the financial
liability or part thereof extinguished and the
consideration paid is recognised in profit or
loss for the year.

4.12 FOREIGN CURRENCY

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which they operate(s)
(the “functional currency”) are recorded at the
rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated
at the rates ruling at the end of reporting period.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in
which they arise.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4.

SIGNIFICANT ACCOUNTING POLICIES - continued

4.12

FOREIGN CURRENCY - continued

On consolidation, income and expense items of
foreign operations are translated into the presentation
currency of the Group (i.e. Renminbi) at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which
case, the rates approximating to those ruling when
the transactions took place are used. All assets and
liabilities of foreign operations are translated at the
rate ruling at the end of reporting period. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity
as foreign exchange reserve (attributed to minority
interests as appropriate). Exchange differences
recognised in profit or loss of group entities’ separate
financial statements on the translation of long-term
monetary items forming part of the Group's net
investment in the foreign operation concerned are
reclassified to other comprehensive income and
accumulated in equity as foreign exchange reserve.

INCOME TAXES
Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from
ordinary activities adjusted for items that are
non-assessable or disallowable for income tax
purposes and is calculated using tax rates that have
been enacted or substantively enacted at the end of
reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognized assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to
the extent that it is probable that taxable profits
will be available against which deductible temporary
differences can be utilised. Deferred tax is measured
at the tax rates appropriate to the expected manner
in which the carrying amount of the asset or liability
is realised or settled and that have been enacted or
substantively enacted at the end of reporting period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.13

INCOME TAXES - continued

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to
control the reversal of the temporary difference and
it is probable that the temporary difference will not
reverse in the foreseeable future.

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are
also recognised in other comprehensive income
or when they relate to items recognized directly in
equity in which case the taxes are also recognised
directly in equity.

EMPLOYEE BENEFITS
a) Defined contribution retirement plan

Pursuant to the relevant regulations of the
PRC government, the Group participates in
a central pension scheme operated by the
local municipal government (the “Scheme”),
whereby the subsidiary of the Company in
the PRC is required to contribute a certain
percentage of the basic salaries of its
employees to the Scheme to fund their
retirement benefits. The local municipal
government undertakes to assume the
retirement benefits obligations of all existing
and future retired employees of the subsidiary
of the Company. The only obligation of the
Group with respect to the Scheme is to pay
the ongoing required contributions under the
Scheme. Contributions under the Scheme are
charged to profit or loss as incurred. There
are no provisions under the Scheme whereby
forfeited contributions may be used to reduce
future contributions.

b) Short-term employee benefits

Short term employee benefits are employee
benefits (other than termination benefits)
that are expected to be settled wholly before
twelve months after the end of the annual
reporting period in which the employees render
the related service. Short term employee
benefits are recognised in the year when the
employees render the related service.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

4.15

SEGMENT REPORTING

The Group identifies operating segments and
prepares segment information based on the regular
internal financial information reported to the executive
directors for their decisions about resources
allocation to the Group's business components
and for their review of the performance of those
components. The business components in the internal
financial information reported to the executive
directors are determined following the Group’'s major
product lines.

For the purposes of assessing segment performance
and allocating resources between segments, the
directors assess segment profit or loss by gross
profit or loss as measured in Financial Information.

For the purpose of presenting geographical location
of the Group’s revenue from external customers and
the Group’s non-current assets, country of domicile
is determined by reference to the country where the
majority of the Company’s subsidiaries operate.

PROVISIONS AND CONTINGENT LIABILITIES
Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, which it is probable will result in an outflow of
economic benefits that can be reliably estimated.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
the existence of which will only be confirmed by the
occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued 4. EREHBER-&

4.17 RELATED PARTIES
For the purposes of the Financial Information, a party
is considered to be related to the Group if:

(a)

417 BEH
M BERME WE—FB
LA ] — 38 B 448 & B A

SEBHE:
A person or a close member of that person’s (a) B IA T AT BIZZ A
family is related to the Group if that person TR EZ A T HYE R E R
SEBME:

(i) has control or joint control over the (i) e 5k £ [/ 12
Group; KEH:

(i) has significant influence over the Group; (i) HAEBBERX
or FEN

(i) is a member of key management (i) BEAEEFIEAR
personnel of the Group or the ARAANEE
Company's parent. EIREMNE -

An entity is related to the Group if any of the (b)
following conditions apply:

(i) The entity and the Group are members
of the same group (which means that
each parent, subsidiary and fellow
subsidiary is related to the others).

(ii) One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a member
of a group of which the other entity is a
member).

(iii) Both entities are joint ventures of the
same third party.

(iv) One entity is a joint venture of a
third entity and the other entity is an
associate of the third entity.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

4,

m S5 B
% Bl gt 2

° B RO
B2 )

B 2 3R
22 5 Bt 7R

2kt R M f

%3 m

B X (a) AT Rl
NS H R

|)‘:F‘ Fr &% Bl B9
TERAEE
3B %

iﬁ\k#

=
p;

L\
/

5
- 3
°
¥l B

mn

MEW»>8
e i EE R H
1
%&
R\
i

TE]

\
’

\
Y

LI R

Do 2 e

o

° o 8RB AR
IESE S
\O
00 St 4 2> B
== HE S DU

e
>_
\

B 3T 5 2K B K
AFEZAL
EITEERRNE
Ai@ﬂmﬁ
B

%wﬁ%w S NE BE 2 B i

U]]I]

\
U

ZEAANTHF R
T B8 8k R BE ¥
&

ZE AT B
HREFBEHT
7 &

ZBALTHZES
ATWEMBHK
EfEHXR
/\0

SIGNIFICANT ACCOUNTING POLICIES - continued 4, EXEHER-&
4.17 RELATED PARTIES - continued 4.17 BEL-&
(b) - continued by —#&
(v) The entity is a post-employment benefit (v)
plan for the benefit of the employees
of the Group or an entity related to the
Group.
(vi) The entity is controlled or jointly (vi)
controlled by a person identified in (a).
(viil A person identified in (a)(i) has (vii)
significant influence over the entity
or is a member of key management
personnel of the entity (or of a parent of
the entity).
(vii) ~ The entity, or any member of a group (viii)
of which it is a part, provides key
management personnel services to the
Group or to the Group's parent.
Close members of the family of a person are those E—A
family members who may be expected to influence, 578 H
or be influenced by, that person in their dealings with BE 5
the entity and include: BT
R
(i) that person’s children and spouse or domestic (i)
partner;
(ii) children of that person’s spouse or domestic (ii)
partner; and
(iii) dependents of that person or that person’s (iii)
spouse or domestic partner.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

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

DEPRECIATION

The Group depreciates the plant and equipment in
accordance with the accounting policies stated in note 4.4.
The estimated useful lives reflect the directors’ estimates of
the periods that the Group intends to derive future economic
benefits from the use of these assets. The management
reassesses the estimated useful lives at the end of each of
the reporting date.

IMPAIRMENT OF RECEIVABLES

The impairment of receivables are based on assumptions
about risk of default and expected credit loss rates. The
Group adopts judgement in making these assumption and
selecting inputs for computing such impairment loss, broadly
based on the available customers’ historical data, existing
market conditions including forward looking estimates at
end of reporting period.

Where the expectation is different from the original
estimate, such difference will impact the carrying amount of
receivables and impairment losses in the periods in which
such estimate has been changed.

ESTIMATES OF CURRENT TAX AND DEFERRED TAX
Significant judgement is required in determining the amount
of the provision for tax and the timing of payment of the
related tax. Where the final tax outcomes are different from
the amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions in the
periods in which such determination are made.

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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

REVENUE AND SEGMENT INFORMATION -
continued

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.

WA D BER &

RETBESR

SEEME ARBERBERLEE —
BEEBEM YA —ET2HLEE
DEGBENMHEERBER REE
mMEABRERLREBEFRBEM AR
AEES (el eErRE)E
ABRMHEERE NETHEREE
REREEBBEUMNKLERE Fit
EL AR EIRD B R RBFHEHIRE

DISAGGREGATED REVENUE INFORMATION WADEER
2019 2018
—B-hEF —F-N\EF
RMB’000 RMB'000
ARET R AREFIT
Revenue from contract with customers B F & #
Dried seafood 58 E M 246,108 335,311
Algae and fungi BEEMREEER 190,283 275,506
Seafood snacks B EIREE & 36,497 57141
472,888 667,958
Geographical markets IR T 35
Mainland China B K BE 472,888 667,958
Timing of revenue recognition WA T 3R B [
Sales at a point in time SHE M K E R 472,888 667,958
UNSATISFIED PERFORMANCE OBLIGATIONS AEBITHEONER

For sales of marine products, the performance obligation
are satisfied and revenue was recognised at a point in time
when control of the goods has transferred to the customer.
No unsatisfied performance obligation at the end of the
each reporting years.

INFORMATION ABOUT MAJOR CUSTOMERS

No customer contributed 10% or more of the Group's
revenue during the year ended 31 December 2019 (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 located
in the PRC.

SLKEMMIEE EEVMIZEFED
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ANCHER - EBEREFER A
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

7. OTHER INCOME AND OTHER GAINS/(LOSSES), 7 HWwAREMKZE (&E)
NET HEE

2019 2018

—E-NEF —E— )\

RMB’'000 RMB'000

ARET R AREFTT

Interest income on bank deposits IRITIF A B U A 866 1,069

Interest income on secured loan FEWEEBE FHA E WA

receivables (Note 19(i)) (BFsE190)) 329 1,242

Loss on disposal of plant and equipment HEKE LR ENEE (1) (3)

Rental income e WA 55 55

Gain on early termination of lease REKIEHE 2 Wz 23 =

Total @t 1,272 2,363

8. FINANCE COST 8. g IS

2019 2018

—E-AEF —E—)N\F

RMB’000 RMB’000

ARET R AREF T

Interest on lease liabilities HEAEME 221 =

Others HAi 5 =

Total #sEt 226 =
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging/

9. BRETEH AR R

BRATEBRAEMEMB, (AT

(crediting): HI| & 18 -
2019 2018
—E-hF —T-N\F
RMB’000 RMB'000
ARET R AR¥TT
Auditors’ remuneration i3 Gl 952 914
Amortization of prepaid lease payments &1 70 & FR I8 # 84 - 50
Costs of sales (Note) SHERCA (Kah) 369,119 498,864
Research expenditure A 690 789
Depreciation charge e
— Property, plant and equipment —ME WEREE 12,199 2,298
Impairment loss on trade receivables S REBGIEREEE 851 67
Reversal of Impairment loss XN THERNZREAORE
on deposits paid to suppliers [E5 18 # [El (130) (145)
(Reversal of)/Impairment loss FEWEZUREEE, (#D)
on loan receivables (460) 150
Operating lease rental in respect of: THHEENELHEHERD
— Rented premises — MR - 2,424
- Short-term leases expenses —EEHEES 1,325 =
Staff costs (including directors’ EIXRA (BRESHE
emoluments — Note 12) —KIEE12)
— Salaries and wages —-HehIE 34,880 30,446
- Bonus —fEAL 468 182
— Retirement scheme contribution —iRIREF SR 4,039 3,381

Note:

Cost of sales are mainly comprised of cost of inventories recognised

as expenses, which amounting to RMB346,669,000 (2018:

RMB471,546,000).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

10.

INCOME TAX EXPENSE

The amount of taxation in the consolidated statement of

comprehensive income represents:

10. FBHHAX

FeErmBERTHRBSERE:

2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
ARET R AREFIT
Current tax B HTIE
Tax for the year FEHIE 12,723 27,384
Under-provision in respect of prior year BEFEREBETR 744 612
Deferred tax IEIER IR
Current year REE 1,722 5
Total #sEt 15,189 28,001

Under the Law of the PRC on Enterprise Income Tax (“EIT")
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 for the year
ended 31 December 2019 and 2018 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 income arising in Hong Kong
for the year ended 31 December 2019 and 2018.

The income tax expense for the year can be reconciled to
the profit before income tax per the consolidated statement
of comprehensive income as follows:

BB (PREEMERE) ([ (b
FiBEE) I RACEMBHEER
&G AR E BB AR R
B25% o

BT NFrk-_ZE—N\F+=A
=+ —HIEFENRBRDESRE
HEREBEZBRANEPRELHHER
RIMB BB EAN MR O E G
RS ERBR FIVED

HRAEBEHE-_T—NLEFR=-F
—NF+_A=+—HLFELEAL
FRGRABPOEFN - B LI B EH
BNERELRE-

FRANMAEHRAXEZES 2EEER
P3| BOBR PR 1S B B s R T BR 20 T

2019 2018
—E-hEF ZE-N\F
RMB’'000 RMB'000
ARBT ARBTT
Profit before income tax FR P15 10 B 5 A 46,029 104,415
Tax thereon at domestic rates applicable {ZEB R BB ALEERE R
to profit or loss in the jurisdictions Ba A X E R IE
concerned 11,921 26,539
Underprovision in prior year BEFEREIR 744 612
Tax effect of expenses not deductible AR AR TE A0 R M B S 9
for tax purposes BBxE 1,373 56
Tax effect of revenue not taxable TR A BTS2
for tax purpose (11) =
Tax effect of tax losses not recognised AERNMEEBRNR B2 1,162 794
Income tax expense for the year FRMBHRAX 15,189 28,001
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

11. BASIC AND DILUTED EARNINGS PER SHARE 1. EREAR#EBZEZA
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AREFT ARET T
Profits s F
Profit attributable to owners of KRR AEGEF
the Company 30,840 76,414
2019 2018
—B-hEF —F-N\F
Number’'000 Number'000
i T
Number of shares BB &R
Weighted average number of ordinary LTEiRmETEHEE (M)
shares (note) 1,000,000 1,000,000
Note: Diluted earnings per share were the same as the basic earnings per HeF: BARAEERBEEZE-T—HLER=Z
share as the Group had no dilutive potential shares during the years —N\E+-_A=Zt+—BALFEESELW
ended 31 December 2019 and 2018. BEHERG HEREFTRANETR
HAZFER-
12. REMUNERATION OF DIRECTORS AND 12. EEZFHREEHS
EMOLUMENTS OF EMPLOYEES
DIRECTORS’ REMUNERATION BE=5M
Directors’ emoluments are as follows: EEMe0T:
Allowances
and other Retirement
benefits scheme Total
Fees Salaries Bonuses inkind contributions  emoluments
ERREAM
ik ¥¢ ’A ENERN  BHRTEER e
Year ended 31 December 2019 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
BE-Z-NE+-A=1-RHILtEE ARBTT AR¥TR AR%Tn AR¥TR ARETn  AR¥ETR
Executive directors: B7ES:
Mr. Liu Rongru Blsme s - 1,093 - - 10 1,103
Mr. Jiang Dehua BEErE S 780 = = 10 790
Mr. Chak Chi Shing BEBLEE - 297 - - n 308
Ms. Li Jiayin THEELL - 165 - - 5 170
- 2,335 - - 36 2,31
Independent non-executive directors:  BUFHTEE:
Mr. Huang Xingluan EASRE 52 - - - - 52
Mr. Liu Dajin ARERE 89 - - - - 89
Mr. Chen Sze Hung RAELE 43 = = = = 43
Mr. Pang Wai Ching YRELE 32 - - - - 32
Ms. Cheng Shing Yan gRmat 107 - - - - 107
323 - - - - 323
Total st 323 2,335 - - 36 2,694
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

12.

REMUNERATION OF DIRECTORS AND 12. EEFMEEEME &
EMOLUMENTS OF EMPLOYEES - continued
DIRECTORS’ REMUNERATION - continued EEFM-&
Allowances
and other Retirement
benefits scheme Total
Fees Salaries Bonuses inkind  contributions  emoluments
ERREAM
e Fe L EMET R aMe
Year ended 31 December 2018 RMB'00 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
HE-Z-\F+-A=t-BIFE ARBTRE ARETr AR%Tn ARBTR ARETT ARETn
Executive directors: B1ES:
Mr. Liu Rongru BEmEE - 1,070 - S 9 1,079
Mr. Jiang Dehua BEEks S 1,016 S S 9 1,025
Mr. Lin Jiangtang WIEEE - 458 182 - 10 650
Mr. Cao Hongyu BAFEE - 196 - - S 196
Mr. Chak Chi Shing BEBEE - 30 - - - 30
- 2,770 182 - 28 2,980
Independent non-executive directors: ~ BUFFHTEE:
Mr. Huang Xingluan BRESLE 87 - - - - 87
Mr. Liu Dajin ARELE 87 - - - - 87
Ms. Cheng Shing Yan gRmat 130 - - - - 130
304 - - - - 304
Total gt 304 2,770 182 - 28 3,284

No director received any emoluments from Group as
an inducement to join or upon joining the Group or as
compensation for loss of office for the years ended
31 December 2019 and 2018. No director waived or agreed
to waive any emoluments for the years ended 31 December

2019 and 2018.

FEFHIRR

B2 NFrkZTE—N\F+=A
—+—HLEFE HMEEERAEE
WHERMESIEREBMAREE
MAREEEMWER  HIERBEE
BUuMmE -2 T —NFR-Z
—N\F+-A=+—HILFE HE
EERESRERZREUT A S -
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12. REMUNERATION OF DIRECTORS AND 12. EEFHREEMES -8
EMOLUMENTS OF EMPLOYEES - continued
THE FIVE HIGHEST PAID INDIVIDUALS EuEEeHFALT
The five highest paid individuals of the Group for the HEZT-—NFrRZZFE-N\F+=A
years ended 31 December 2019 and 2018 are analysed as Et+—HREFEREERUSZEIA
followed: THSHMT
2019 2018
—E-hE —E— )\
Number of Number of
individuals individuals
AE ANE
Directors L 3 3
Non-directors, the highest paid individual ZS#HIFEE AL 2 2
5 5
Details of the remuneration of the above non-directors, the ti#EHE—_E—NFR_ZE—N\F
highest paid individual for the year ended 31 December + - A=+—BLEFENEEFHIEE
2019 and 2018 are as follows: EATHHEMFBOT :
2019 2018
—E-NF —ZE-NF
RMB’000 RMB'000
ARE TR AREF T
Salaries and other emoluments e kEMEE 1,523 1,163
Retirement scheme contribution RIRET B R 19 21
1,542 1,184
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12.

REMUNERATION OF DIRECTORS AND 12.
EMOLUMENTS OF EMPLOYEES - continued

THE FIVE HIGHEST PAID INDIVIDUALS - continued

The number of the highest paid non-directors fell within the
following emolument band:

EEFMREESHE &

AfUEREHAL-&
MeNFURTRINNZSFHIFEETA
T ARG

2019 2018
—B-hE —F-N\F
Number of Number of
individuals individuals
A8 N
Nil to RMB1,000,000 T= AR¥1,000,0007T 2 2
RMB1,000,001 to RMB1,500,000 AR #1,000,00170F
AR #2,000,0007T - -
RMB1,500,001 to RMB2,000,000 AR #2,000,001TE
AR ¥3,000,0007T - -
2 2

For the years ended 31 December 2019 and 2018, no
emoluments were paid by the Group to any director or any
of the five highest paid individuals as an inducement to join
or upon joining the Group, or as compensation for loss of
office. There were no arrangements under which a director
waived or agreed to waive any emoluments for the years
ended 31 December 2019 and 2018.

SENIOR MANAGEMENT EMOLUMENTS

Emoluments paid or payable to members of senior
management who are not directors were within the
following bands:

BE_ZT-NER-_Z—N\FE+_-A
Zt+—BUHEE AEEBERTM
EER AN EaFTALEN —AX
NEe ERBBEMARE® S NA
REBBNER RIEABERUD
HE-BE-_ZT-NER_ZT—N\E
+-AZ+—BLFE BEEEW
BN RERERITAMESOLHE-

Nil to RMB1,000,000 Tz AR%1,000,0007T

RMB1,000,001 to RMB2,000,000 AR #1,000,001 &
AR #2,000,0007T

RMB2,000,001 to RMB3,000,000 ANE#2000,0017TE

A K #3,000,0007T

ERAEEEHNE
ENRENEEUIINSRERENXE
BN N T LA T AR -
2019 2018
—E-AF —E-N\F
Number of Number of
individuals individuals
AE A
5 6
5 6
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13. PROPERTY, PLANT AND EQUIPMENT 13. V¥ -BERZ®E
Electric Plant and Motor  Furniture and Leasehold  Right-of-use
equipment machinery vehicles equipment  improvement assets Total
BN EERESE RE  BERRE HENERE  ERAEEE @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREBTR AR¥Tr ARBTn ARETR AR¥ETR ARETR
Cost: RA:
At 1 January 2018 RZF-\¥-A-H 123 70 350 21 - - 784
Additions RE 7036 24,769 - 3,879 1,400 - 37084
Disposal fe - - - (77) - - (77)
At 31 December 2018 RZE-NE+ZR=+-H
as originally presented RARS 7159 24,839 350 4,043 1,400 - 37791
Initial application of HKFRS 16 BEREREANBRE
ERIZ16% - - - - - 5,684 5,684
Restated balance as at RZE-hE-A-H
1 January 2019 BETISE 7159 24,839 350 4,043 1,400 5,684 43475
Additions AE - - - 4 40,000 896 40,900
Disposal e - - (21) - - (2,184) (2,205)
At 31 December 2019 RZF-NE+=A=1+-H 7159 24,839 329 4,047 41,400 4,396 82,170
Accumulated depreciation: ZHHE:
At 1 January 2018 W=F-\%-A-A 107 34 303 210 = = 654
Charge for the year FREHE 1,024 945 14 198 17 = 2,298
Eliminated on disposals LR - - - (74) - - (74)
At 31 December 2018 RZZ-NE+-A=+-8H 1,131 979 317 334 17 - 2,878
Charge for the year FRGHE 2,230 2,683 7 42 5,133 1,404 12,199
Eliminated on disposals B 8 - - (20) - - (243) (263)
At 31 December 2019 RZZ-NE+=A=1+-H 3,361 3,662 304 1,076 5,250 1,161 14,814
Net book value: REFE:
At 31 December 2019 RZE-hE+-A=1+-8 3,798 21,177 25 2,97 36,150 3,235 67356
At 31 December 2018 RZE-\F+-A=1+-8 6,028 23,860 33 3,709 1,283 - 34,913

The above items of property, plant and equipment are L BEREZEEE R RE
depreciated on a straight-line basis over their estimated HEtRIBEERBREREIR G ER
useful lives and after taking into account of their estimated FHITE o

residual values.
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13.

14.

15.

PROPERTY, PLANT AND EQUIPMENT - continued 13. BERRE-E
RIGHT-OF-USE ASSETS ERAEEE
Office and
factory Property Total
BAEREE S et
RMB'000 RMB'000 RMB'000
ARETTT ARET T ARETT
As at 1 January 2019 RZZE—NE—HF—H 5,555 129 5,684
Additions nNE 896 - 896
Amortisation i (1,354) (50) (1,404)
Early termination of lease (Note) REPLIEAE (P& (1,941) - (1,941)
As at 31 December 2019 RZZE—-NF
+=-A=+—~H 3,156 79 3,235
Note:  The Group has early terminated a 5-year lease of factory during the HeE: RAFE A£EECRERLE—BEZ
year. hFEHAEE-
PREPAID LEASE PAYMENTS 14. FEANHEERKE
2019 2018
—E-hF —E-N\F
RMB’000 RMB'000
ARE TR ARET T
At 1 January ®n—H—H 129 179
Amortization charge for the year F B - (50)
Initial application of HKFRS 16 BREREEMEHREER
1658 (129) -
At 31 December R+=-—A=+—H - 129
Current portion —FREEIHD - 50
Non-current portion REE - 79
- 129

The Group's prepaid lease payments represented prepaid
operating lease payments for properties in PRC. The
carrying amount of prepaid lease payments is reclassified as
right-of-use assets at the date of initial application of HKFRS
16.

DEPOSITS PAID TO SUPPLIERS

The balance represents the earnest money paid to the
fishermen for securing their long term supply of the raw
materials. The deposits are unsecured, interest-free and the
balances were subject to a repayable on demand clause
once the contracts are being terminated. During the vyear,
reversal of impairment loss on deposits paid to suppliers
amounting to RMB130,000 (2018: reversal of RMB145,000)
was recognised (Note 9).

15.

AL B e TE N TH B IR T B IR
BENEEHENR - ANHEREL
IREECRERXEBE LW REE
AE16RAEN B RERREE -

THFHERz2ZE
HEREITN T ERMESRIARM K
HENBES FHESAEERRAR
RE O MEHEARSNRIEFIREX
BRI EE-RAFE I F#
ERzREZRERBBERBARE
130,0007C ( —Z — )\ : O & A R#E
145,000t ) B #% 1# R (HI=E9) °
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16.

17.

18.

PREPAYMENT FOR ACQUISITION OF PLANT AND

EQUIPMENT

The balance represents prepayments for leasehold

16. BERERRENENRE

RHRIENENERENBEERE L&

improvement and acquisition of equipment and machinery. HRI TR ROE -
2019 2018
—E-hE —ZE-N\F
RMB’000 RMB'000
ARET R AR¥TT
At 1 January ®n—H—H 35,000 =
Additions for the year FRARE - 35,000
Transfer to plant and equipment ERERENEE (35,000) -
At 31 December W+=—A=+—8 - 35,000

INVENTORIES 17. =E

2019 2018
—B-hEF —F-N\F
RMB’000 RMB'000
AR®BT T ARB T T
Raw materials B 15,064 13,752
Finished goods BIRY o 64,042 56,554
79,106 70,306

During the year, no written-down of inventories has been

EP Y MBATEIERTHE(ZF

made (2018: nil). —N:E)o

TRADE RECEIVABLES 18. EFEWRE
2019 2018
—B-nE  —T-N\#F
RMB’000 RMB'000
AR TR AREFIT
Trade receivables H 5 WG IE 103,566 110,379
Less: impairment loss (note 34(b)) B BB 1B (W aE34(b) ) (1,288) (437)
102,278 109,942
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BEFRWRE-&
REZEAM AEENE S ERRK
H(HRRERE) RESTAT:

18. TRADE RECEIVABLES - continued 18.
Based on the invoice dates, the ageing analysis of the
Group's trade receivables net of impairment provision is as

follows:
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AR%T ARBEFIT
0 — 30 days 0&30H 40,589 73,329
31 - 60 days 31260H 36,219 34,245
61 — 90 days 61290H 22,072 2,368
Over 90 days @90 H 3,398 =
102,278 109,942

B RKFERERENEIIT

The movement in the allowance for impairment of trade
receivables is as follows:

2019 2018

—E-hF ZTE-N\F

RMB’'000 RMB'000

AR®BT T ARBTT

Carrying amount at 1 January R—A—BWERAE 437 -
Effect of adoption of HKFRS 9 ERANE VS B 7 4 s 22 R

EXLiA 02 - 370

Carrying amount at 1 January (restated) #—A—B&EREE (F75) 437 370

Impairment losses recognised EmREREEEE 851 67

Carrying amount at 31 December R+ZA=+—HHEEE 1,288 437

EERAESRUFENREERL
NFERE -

The directors consider that the carrying amounts of trade
receivables approximate their fair values.

19. DEPOSITS, PREPAYMENTS AND OTHER 19. R BEAREREMGEKRRE
RECEIVABLES
2019 2018
—E-AE —E—)N\F
RMB’'000 RMB'000
ARET R AREFIT
Non-current assets IERBEE
Prepayments — Note (iv) TEA 3 — M 7 (iv) 3,150 =
Current assets MENEE
Secured loan receivable — Note (i) JEU B AR E ML) - 7,632
Amount due from a related party — Note (i) & U 7838 75 I8 — M 5 (i) 36 236
Amount due from a director — Note {(iii) JfE U 2 = 3B — B RE (i) 1,252 =
Prepayment — Note (iv) FEA TR — BT RE(v) 5,976 1,329
Others HAb 994 3,616
8,258 12,713
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19.

DEPOSITS, PREPAYMENTS AND OTHER 19.

RECEIVABLES - continued

(B B BRI UAREDIR)

=

/nE‘~

(i) The balance represents a loan receivable and accrued interest income (i)
from the loan receivable. On 12 December 2017, the Company has
lent HK$15 million (equivalent to RMB12,975,000) to an independent
third party at 10% interest per annum for a two-month period. On
2 February 2018 and 26 March 2018, the secured loan has been
further extended and the balance has been settled on 28 March

2018.

On 6 April 2018, the Company has lent HK$15 million (equivalent to
RMB12,048,450) to an independent third party at 10% interest per
annum for a three-month period. On 4 July 2018, 11 October 2018
and 7 January 2019, the secured loan has been further extended
to June 2019. And the interest rate increased to 12% per annum
since 1 June 2018. Also, the balance has been subsequently
partly-settled on 14 March 2019 and 20 March 2019 of HK$2,291,000
and HK$2,709,000 (equivalent to RMB1,938,000 and RMB2,292,000

respectively).

At 31 December 2018, the gross principal and interest of loan
receivable are HK$8,980,000 (equivalent to RMB7869,000) and
HK142,000 (equivalent to RMB124,000) respectively. The Company
has interest income on the secured loan of HK$1,468,000 (equivalent
to RMB1,242,000) for the year end 31 December 2018.

After the deduction of the ECL provided for loan receivables as at
31 December 2018 of RMB460,000, the net loan receivables is

RMB7532,000.

On 28 June 2019, the principal and interest of loan receivable of
HK$8,980,000 (equivalent to RMB7993,000) and HK$373,000
(equivalent to RMB329,000) are both fully settled.

(ii) The balance represents a rental deposit and rental prepayment paid (ii)
to a company, which was controlled by the major shareholder’s
spouse. The balance was unsecured, interest-free, and will be
repayable upon the end of lease term.

(iii) The balance was unsecured, interest-free, and will be repayable on (iii)
demand, and the maximum amount outstanding during the year was

RMB1,252,000.

(iv) The balance mainly represented prepayment of advertising (iv)
and promotion fee of RMB6,300,000 for a period of two years

commencing in January 2020.
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EREHRIERRER R ERE R EST
FMERY RZT—tF+=A+=H"
ARFHREFRI0%EBLE=HEH
AEMEAMISEEET HERHA
R ¥%12,975,0007T) - R =T —N\F =
AZARZZE—-N\F=ZA=+XH'H
REBRCEBCRMEHBEER-F
—NE=ZA=Z+N\BEBEE-

R-ZZE-—NEWAXNB ARAEKE
FMEI0ONMBLE=FEL A=
AAMISEEBT (HERHDARE
12,048,4507T) © R=ZZE—NF+ AN
B-ZZ2—\&+A+—BEK=Z—A
F—AtH AEHEREBERE=
T-AERA FRAZT-NEXA
—BREMEFFEI2% - o EH
2,291,000 # 7t %2,709,000 %7t ( 9
B E 49 A R #1,938,0000T X4 A
R#62,292,000) EER T —NF=
At+mMBE-_ZT—AF=A=-+RHF
5%0

RZZ—NE+_A=+—R0 EKE
HE A& B 5 R F 85 Rl A8,980,000
Bt ( HE R AR7869,0007T) &
142,000/ 7T (& R 4 A R #124,000
) BE-Z—N\FE+=-A=+—H
IEFE: ARAAEREROF 2
A51,468,000 BT ( HHERHARK
1,242,0007T) °

NBR—TE—N\F+-A=1+—8HK
EHRERBEHEEBERREEBEARE
460,0007T%  EWEFFBAHAR
#7532,0007T °

R-Z—-hEXA-TNB BRER
2 A& R F B 5 B #S,980,0007T (48
B AR7993,000) & i 373,000
7L (& W A R#329,0000T) B 2 808
ﬁo

BREHER —MhEZRREBESD
MRRAIXNHESERE RESEMNK
B REHAEER RERANE
HEmEEER-

RERGAEERR 28 RARABEE
WEEE MAFERRERKERA
R #1,252,0007T °

HREBRTEAEEREEER ZEMK
AR%6,300,0000 FHH-_ZT_ZTF
— ARERE -
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20.

21.

CASH AND CASH EQUIVALENTS 200 BRERBRLSEEY
At 31 December 2019, cash and cash equivalents in RZE-—NF+ZA=1+—H &8
the amount of RMB159,000 (2018: RMB2,813,000) and R AR E159,000 (ZF—N\F:
RMB242,419,000 (2018: RMB231,440,000) are denominated W ARM2,813,00070) R AR
in HK$ and RMB respectively. The cash and cash equivalent 242,419,000t (ZE—NF :HAR
denominated in RMB are deposited in the PRC in the #231,440,00070) MR REEYM D
ordinary course of business. RMB is not a freely convertible BIABTRAREFE - EABER
currency and the remittance of funds out of the PRC is BEP - UARBHENEEZERS
subject to the relevant rules and regulations of foreign ZEUMERRFTE - ARBEIIER &
exchange control promulgated by the PRC government. AEBRNEE RS ESE L BRI
R B IS 98 4 2 4B B SN B I Y AR
B R E SR PTARR ©
TRADE PAYABLES 21. EBESENRE
2019 2018
—E-hF —E-N\F
RMB’000 RMB'000
ARET T AREFIT
Trade payables B S EMRIE 8,716 39,910

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 31 December 2019 and 2018
are as follows:

BHERNRENEEHRFETRMH
FER W E M IR AB TR — RS
HA30H - RIE — MR EH = B HIMER A
RBELEREFERBAH AEER_-F
—NFR-F-NE+-_A=+—H
ME S EMNRANREITAOT

2019 2018

—B-hEF —E-N\EF

RMB’000 RMB'000

AR¥T T AREBTT

0 - 30 days 0Z30H 8,716 39,910

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

BHRNFBSEMFKE At A%
BEZENFENREERE A FE
HA I EE -

FEAERBIERERAR | ZE—NFEERS
China Shenghai Food Holdings Company Limited | Annual Report 2019

105



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

22. ACCRUALS, DEPOSITS RECEIVED AND OTHER 22. EER - CWZREREMEN
PAYABLES FRIE
2019 2018
—B-hF —E-N\F
RMB’000 RMB'000
AR T AR¥TT
Current liabilities M EE
Accruals and other payables FEET B A & E e3R8 3,579 2,589
Deposit received BUWEUE & 1,789 =
Other tax payables H b A H I8 521 81
Salaries payables ERTE 3,229 2,811
Payable for acquisition of plant and BEHERZED
equipment FERT IR 3,550 1,790
12,668 7271
Non-current liabilities EREBAE
Others — Note (i) o — B EE() 900 =
i) The Group has entered into agreement with an i) 75 B 2 B{E Bl 15 0 R BT
individual third party issuing unsecured debenture & &7 %1,000,000T (HHZE
with principal amounting to HKD1,000,000 (equivalent B AR¥900,0007T) 2 &K
to RMB900,000). The debenture is bearing interest HELFT L HE - ZEHFNF
at 5% per annum, unsecured and repayable on MEREY% EEF - ARZT
21 November 2027. ZtHFE+—AZ+—HEE-
23. RETIREMENT BENEFIT SCHEMES 23. RABFEE
The employees of the Group in the PRC are members of REBRTPEMNEES ATEBMNEE
the state-managed retirement benefit schemes operated WEREERARBREEMKE K
by the PRC government. The Group’s PRC companies are SEMNFBEARBEREEFHOE T
required to contribute certain percentage of their payroll to B mER KRR T 8 50 DR
the retirement benefit schemes to fund the benefits. The FHEBRINES AKEBHRKE
only obligation of the Group with respect to the retirement FIErEM M — S 2 BRIBEFSEL AT
benefit schemes is to make the required contributions under EHR e

the schemes.
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24.

DEFERRED TAX ASSETS 24, EEBIEEE
Details of the deferred tax assets recognised are as follows: ERRCELERIBEEE ZHAMALT :
Depreciation
on
right-of-use Impairment
asset and Impairment loss on
interest Impairment loss on deposit
on lease loss on loan trade paid to
liabilities receivables receivables suppliers Total
EREEE XfHF
ZHER R
HEGEr EKERZz ERERRZ Bex
FE HEFSE HEFSR HEBSE wst
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR AREKTR ARETR ARETR
At 1 January 2018 RZZ-N\¥-A-H - 51 93 132 276
Credited to profit or loss HFAFREGR
for the year - 25 16 (36) 5
At 31 December 2018 and R-B-NF
1 January 2019 +ZA=+-8K
“B-NF-A-H - 76 109 9% 281
Credited to profit or loss FAFNBEE
for the year (13) (76) 212 (32) 91
At 31 December 2019 RZZ-h#F
+=A=+-H (13) - 321 64 372

No deferred tax asset has been recognised in respect of
certain unused tax losses amounted to RMB42,034,000
(2018:RMB35,072,000) due to no assessable profits of
the Company and subsidiaries. No deferred tax asset has
been recognised in relation to such deductible temporary
difference as it is not probable that taxable profit will be
available against the deductible temporary difference can be
utilised. The deductible temporary differences can be carried
forward indefinitely.

No deferred tax has liability been recorded on certain
temporary differences of RMB346,752,000 (2018:
RMB311,770,000) relating to the undistributed earnings
of foreign subsidiaries because the Group is in a position
to control the timing of the reversal of the temporary
differences and it is probable that such differences will not
reverse in the foreseeable future.

HRARARIEFARERRBENE
A AERELRFEATEEEBAR
42,034,000 (ZE—NF: AR
#35,072,0007C ) WIEEF IR E = - A
RS AT I 0 R = BAR AT RE B R
ARIEMAT KN EREZR B ik
RIEREMIRIEMES R EE - Al K0
FHERMEEE NERBEE-

MR AEEGE DIE4 L5 EEE
MEORE RSN TFREERD
REEENETEREZEEAR
#346,752,000 (Z T — N\F: AR
#5311,770,0007T ) R &t AR SE L 1H =
B VTHEEZERAEETERLN
1SR e o
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25. CAPITAL AND RESERVE 25. BARfFE
2019 2018
—ZE-NF —E2-N\%F
Number Amount Number Amount
g ©8 £ Ex
‘000 RMB’000 ‘000 RMB'000
TR AR%¥Txn TR ARETT
Authorised: ETE
At 1 January and at 31 December HW—A—HBN
+-A=1+—H 10,000,000 87412 10,000,000 87412
2019 2018
“E-NE —E-N\F
Number Amount Number Amount
A ©8 28 Ex
‘000 RMB’'000 ‘000 RMB'000
TR AR%¥Txn TR ARETT
Issued and fully paid: EETREE -
At 1 January and at 31 December ®W—A—HBN
+=-A=+—8H 1,000,000 8,723 1,000,000 8,723

The aggregate amounts of reserves available for
distribution to equity shareholders of the Company were
RMB92,692,000 (2018: RMB96,029,000).

A DB T AR RIS R AR E L
A ARKI2,692,000 (ZFE—N
F£: AR%96,029,0007T) ©
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26.

HOLDING COMPANY STATEMENT OF FINANCIAL 26.

ZER D8z HMRR T

POSITION
2019 2018
—E-AF —E-N\F
Notes RMB’000 RMB'000
B 2 ARET R AREFIT
NON-CURRENT ASSETS FRBEE
Investment in subsidiary RETBRRMIEE 694 694
Deferred tax assets RERIEE E - 76
694 770
CURRENT ASSETS REBEE
Prepayment and other receivables — FB{ Z 18 & H b & W 08 2,502 7771
Amounts due from subsidiaries FEU M B R BRI (i) 104,763 105,183
Amount due from a director JEURE BB (i) 1,252 -
Cash and cash equivalents RekREEEY 141 2,744
108,658 115,698
CURRENT LIABILITIES =R
Accruals, deposits received and EETER BliRe REM
other payables FE 5RIA 4,782 1,263
Tax payables FET A IE 248 =
Amounts due to subsidiaries JERTH B R R FRIE - 9,725
5,030 10,988
NET CURRENT ASSETS BERBEE 103,628 104,710
NET ASSETS FEE 104,322 105,480
CAPITAL AND RESERVE BEARR HE
Share capital &N 25 8,723 8,723
Reserves (=] (i) 95,599 96,757
TOTAL EQUITY 48 1% R 104,322 105,480
On behalf of the board of directors REESZS
Mr. Liu Rongru Ms. Li Jiayin
Bkt ZEFuL
Director Director
EZE EZE
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26. HOLDING COMPANY STATEMENT OF FINANCIAL 26.

POSITION - continued

The amounts of the Group's reserves and the movements
therein for the year are presented in the consolidated
statement of changes in equity of this report.

Notes:

(i) The amounts due from subsidiaries and amounts due from a director
are unsecured, interest-free and repayable on demand.

ERAGZHMBMRRK &
AEBAFENREBSHBMETE
NRERBEEREBHRPII R

B 5

(i) B AR KRR EREEFIALE
R 2B REEREER-

(ii) Movements in reserves (ii) ki
Foreign
currency
Share translation Retained Total
premium reserve earnings Equity
ROEE  AEHERE REEA HER
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT ARETFT ARETF T
Balance at 31 December 2017 RAZIR-F-+&
as originally presented +t-RA=+-Bz&% 138185 4,274) (35,604) 98,307
Initial application of HKFRS 9 BREMEEM 1S
EBIE % - = (2,608) (2,608)
Balance at 1 January 2018 RIB-NE-B-HB2&&H 138,185 (4,274) (38,212) 95,699
Loss for the year FRBE - - (3,944) (3,944)
Exchange differences arising ~ #E B EBHEREK
on translation of foreign EEZERZS
operations - 5,002 - 5,002
Balance at 31 December 2018 R-Z—N\E+-A=+—8
and 1 January 2019 RZF-n¥—R—H
o 138,185 728 (42,156) 96,757
Loss for the year FREE - - (3,337) (3,337)
Exchange differences arising ~ #EZ G EBHEREK
on translation of foreign EECERER
operations - 2,179 - 2,179
Balance at 31 December 2019 R=-ZE-hE+=-A=+-H
2Kt 138,185 2,907 (45,493) 95,599
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27. INTERESTS IN SUBSIDIARIES

The following list contains the particulars of subsidiaries
which principally affected the results, assets or liabilities BEREE
of the group. The class of shares held is ordinary unless

otherwise stated.

27. RBRANKRE

RPN
RSN PR R B AR

TREJNBAKEEE EELERE

AlFB-KRA

Place of
incorporation Issued % of ownership Principal
Name of subsidiary and operation share capital interest activities
- PNEEEE MR REEHE SRTRAZRXK BE#ER TEEH
2019 2018
“E-RE —E-N\F
Xiamen Wofan Foodstuff The People’s Republic  RMB91,066,872 Indirectly Indirectly Packaging and
Company Limited of China 100% 100%  sale of seafood
products
EFTRERMARAT hE AR AME AR®91,066872r HERE MERE BERHEEER
100% 100%
Fujian Wofan Foodstuff The People’s Republic  RMB10,000,000 Indirectly Indirectly Packaging and
Company Limited of China 100% 100%  sale of seafood
products
BREARERMBRAA hE AR AME AR#10,000000r HEREE MERE BERHESER
100% 100%
Note: These company are registered as wholly foreign owned enterprise e ZEAFEREBEFEEZEMAIINGS
under the law of PRC. Bz
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28.

RELATED PARTY TRANSACTIONS

Saved as disclosed elsewhere in these financial
statements, during the year, the Group entered into
the following transactions with related parties.

(A)

28.

BELTXR S

(A)  BEREMBEHERERBEN
RER - AR B RS S AT
PRS- X

Transaction amount

Balance owed/(owing)

REEHE i3
Related party identity
and relationship Type of transaction 2019 2018 2019 2018
BEh s RBR R AR —E-NF ZZE-NF ZB-hE ZE-N\F
RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARBTT ARBTR AR®TR
Xiamen Yehong Foodstuffs Right-of-use asset
Company Limited*, FRERE 186 = 382 =
A company, which was Lease liabilities
controlled by the major HEBE 23 = (391) =
shareholder’s spouse Rental deposit
EFEARRERATA HERS - - 36 36
—EHREEREVES Rental expense — cost
k= of/NG| of sales
HER X —HEKR - 119 - 119
Rental expenses
— administrative
expenses
HEMX —1TTHHAX - 79 - 79
209 198 27 234
Mr. Liu Rongjian*, Purchase - cost of sales
Cousin of Mr. Liu Rongru (Note)
eSS R — e (MEE)
BB IMEENERS 622 262 (47) -
Mr. Liu Rongzhong*, Purchase - cost of sales
Cousin of Mr. Liu Rongru (Note)
BEBEE R —SHERAN (FaE)
ZIRMAEENER S 696 405 (41) -
* The English name is translated for identification purpose
only.
Note:  The directors confirm that the above purchase transactions MeE: EEHRLOARBIZ KA
are entered into with trading terms similar to those with FE=ZFI LB B GRRET

third parties.
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28. RELATED PARTY TRANSACTIONS - continued

(B)

COMPENSATION OF KEY MANAGEMENT
PERSONNEL

The remuneration of directors for the year are set out
below:

28.

BEIRS &
TEEBEASHMH

EENAFEFMEIOT -

(B)

2019 2018

—E-nE —EN\F

RMB’000 RMB'000

AR TR AREFT

Short-term benefits EEIE A 2,658 3,256
Contribution to retirement benefit R KAEFIEH 2t 3

scheme 36 28

Total B 2,694 3,284

The emoluments of senior management for the year
are set out below:

RREEERAFEEFIMET

2019 2018

—E-hEF —E-N\F

RMB’000 RMB'000

ARET R AREF T

Short-term benefits EHEIRF 1,904 1,416
Contribution to retirement RRE R FHE] R

benefit scheme 41 39

Total et 1,945 1,455
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29.

LEASE

HKFRS 16 was adopted on 1 January 2019 without
restatement of comparative figures. For an explanation
of the transitional requirements that were applied as at
1 January 2019, see Note 2(a). The accounting policies
applied subsequent to the date of initial application,
1 January 2019, are disclosed in note 4.5.

NATURE OF LEASING ACTIVITIES
The group leases a number of properties for the purpose of
office and factory storage.

RIGHT-OF-USE ASSETS
The analysis of the net book value of right-of-use assets by
class of underlying asset is as follows:

29.

HE

BEPBRELEANBIGRN _—FT— A
F-HA-BEREJLREF THE
m-EBBE _T-NF-—A—BEE
REEEMEZROGA F2RAME
2(d) B-F—NAF—A—HEEAKX
RRAZ BREMRS BRI K
45-°

HEEHHME
AEEHETETYE ARBAE
TR o

EREEE
REMEEENMOERELSED
BREFEMT

31 December 1 January
2019 2019
—EB-NF —E-NF
t=A=+—H —H—A
RMB’'000 RMB'000
AR®T T ARET T
The net carrying amount of FREEENREFE
right-of-use assets with HERpHEEREA:
remaining lease term of:

-1 to 5 years —1EBF 3,235 5,684

LEASE LIABILITIES HEAE
Office
31 December 2019 —E-AFf+=-A=+—H and factory
BAEREE
RMB'000
ARBTT
1 January 2019 —E-hF—H—H 5,555
Additions NE 896
Interest expense B H 221
Lease payments MERK (1,480)
Early termination of lease RERIEHEE (1,964)
31 December 2019 —T-hF+=ZA=+—H 3,228
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29.

LEASE - continued
LEASE LIABILITIES - continued
Future lease payments are due as follows:

29. HE-&

HERE-&
REFEEN KB RIT2IH -

Minimum
lease Present
payments Interest value
RERELN FE RE
31 December 31 December 31 December
2019 2019 2019
—E-NF —E-NF —E-NF
+=A=+-8 t=A=+-8 +=A=+-8
RMB’000 RMB'000 RMB’000
AR T AR®T R ARBT
Not later than one year TER—F 1,194 (129) 1,065
Later than one year and BR—FETERME
not later than two years 1,118 (80) 1,038
Later than two years and ERMEETERESE
not later than five years 1,169 (44) 1,125
3,481 (253) 3,228
Minimum
lease Present
payments Interest value
EREFR FE R
1 January 1 January 1 January
2019 2019 2019
—T-hF —E-NF —E-hF
—AR—H —A—AR —A—H
RMB'000 RMB'000 RMB'000
ARETT AREFTT ARETT
Not later than one year TER—F 1,595 (235) 1,360
Later than one year and BR—FETERME
not later than two years 1,464 (170) 1,294
Later than two years and BRMEETERRF
not later than five years 3,069 (168) 2,901
6,128 (573) 5,555
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29. LEASE - continued

LEASE LIABILITIES - continued

The Group has initially applied HKFRS 16 using the
cumulative effect approach and adjusted the opening
balances at 1 January 2019 to recognise lease liabilities
relating to leases which were previously classified as
operating leases under HKAS 17 These liabilities have been
aggregated with the brought forward balances relating to
leases previously classified as finance leases. Comparative
information as at 31 December 2018 has not been restated.
See note 2(a) for further details about transition.

The present value of future lease payments are analysed as:

29.

HE-&

HERE-&
AEECVIRARBEEERER
EREBREEAEI6 AN _—F
—NF—A—BRABMYREIARER
HEERRBEELSENE17TRER
REEHENHERRANEERRG-
FEEBEDEAMMNEEREAFIA
FRESREEENHE-BE_F
—NFT_A=+—HHOLBRELEH
AER - BERABRENEZFHFMAGSS
F2 R K EE2() -

AKREENKNBEDTNAT :

2019 2018

—g-nE —TNE

RMB’000 RMB'000

AR®T T ARET T

With one years —F R 1,065 1,360
In the second to fifth year, inclusive F_EEAF (BREREMTE) 2,163 4,195
3,228 5,555

The amounts recognised in profit or loss in relation to leases
are as follows:

ElEmPBEAEAEFENNSEN
T

2019

—E2-NF

RMB’'000

AR¥T

Interest on lease liabilities HEBECHE 221
Depreciation charge of right-of-use assets TREEEZINE 1,404
Total amount recognised in profit or loss REZTHERZBEE 1,625
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29.

30.

31.

LEASE - continued

OPERATING LEASES - LESSOR

The Group has sub-lease arrangement of properties with
independent farmers. During the years ended 31 December
2018 and 2019 rental income were RMB55,000 and
RMB55,000 respectively.

The minimum rent receivables under non-cancellable
operating leases are as follows:

29.

HE-&

EEHEE-HEA
AREBCRBYEFI YO AWES
-HE2E_T-—NAE_ZTE—NEF+=
AZ+—BLFENHESKAD A
AR #55,0007T K A R#55,0007T °

TAREENKEEHE THREREWHE
Eop INE

2019 2018

—E-hF —ZE-NF

RMB’000 RMB'000

AR T ARBTT

Not later than one year TER—F 55 55
Later than one year and not later than B — F BT BN E

two years 31 55
Later than two years and not later than EBRMFEESERASF

three years - 31

86 141

COMMITMENTS
The Group has no capital commitments as at 31 December
2018 and 2019.

CAPITAL MANAGEMENT POLICIES AND
PROCEDURES

The Group manages its capital to ensure that the entities
in the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance.

The capital structure of the Group consists of net debt,
net of cash and cash equivalents and equity attributable to
owners of the Company, comprising issued share capital,
reserves and retained profits, respectively.

The directors of the Company reviews the capital structure
on a continuous basis taking into account the cost of capital
and the risk associated with the capital. The Group will
balance its overall capital structure through the payment of
dividends, new shares issue and share buy-back as well as
the issue of new debts or redemption of existing debt, if
necessary.

Management regards total equity as capital. The amount
of capital as at 31 December 2018 and 2019 amounted
to approximately RMB447004,000 and RMB477831,000,
respectively, which the management considers as optimal
having considered the projected capital expenditures and
the projected strategic investment opportunities.

30.

31

ARiE
RZE-—N\FER_TE—ILF+=A
=+ — 8 AEBEIWEERFEE-

EXEERRRER
AEEERHBEANABRAEEADN

EREEERELE AREBEL

TS R R4S 4 A B B 42 5 B SR (B3 o

AEBWENEBBBERFRE ({1
BRREMREEEBY)RARAES
ARIERRE (DRI BHEE BITHRA
A RARE A F) o

AEBHER A EERNER-
AEBEGERIRMBE  BITHBRN
KEERG ARBETHERIED
REBR(NERTE) UFEHHER
BREE-

EEESREAERAER - R_Z
—N\EFERZE-—NF+=ZA=+—H8"
EREEED R AR E447004,0007C
K4 N R #447831,0007T B I2 B &
Z BRI E AR 2 I TE B R RE IR A
2k REEASBHKFEHEE -
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32.

SUMMARY OF FINANCIAL ASSETS AND 32. RERESHNEEMEERSHE
FINANCIAL LIABILITIES BY CATEGORY BEHE
The following table shows the carrying amount of financial TREINEMEERAGBNEREE:
assets and liabilities:
2019 2018
—E-hEF —ZT-N\F
RMB’000 RMB'000
ARET T AREF T
Financial assets EMEE
Loans and receivables ER R EWGRIE
— Cash and cash equivalents -HekReEEYD 242,578 234,253
—Trade and other receivables —B 5 K E AW GRIE 110,306 123,787
352,884 358,040
Financial liabilities EA-3=NE
Amortised cost B 55K AR
—Trade and other payables —B 5 RHEMERNKIA 21,763 47100
— Lease liabilities 3,228 -
24,991 47100

(A)
FAIR VALUE

FINANCIAL INSTRUMENTS NOT MEASURED AT

Financial instruments not measured at fair value
include bank deposits, cash and cash equivalents,
trade and other receivables, trade and other payables
and interest-bearing borrowings.

Due to their short term nature, the carrying value
of bank deposits, cash and cash equivalents, trade
and other receivables, trade and other payables
approximates fair value.

HEF

N =]

AR mn

ERBERAF | —E-NFFERS

(A)

YHRAFEFENESMTE

WL AFEFENERTA
BRETHER R RAEF
B 85 KHMEKRKE-
é%&ﬁﬁ%ﬁ%ﬁ&ﬁ%%
HREMEEBEY . ®RiThH
R RERASEEY BH
K E A EM IR B 5 R EAM
NFIENREETRRES
BEORFERE-
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33.

34.

RECONCILIATION OF LIABILITIES ARISING FROM 33. RMETHELEMNBEEZHE

FINANCING ACTIVITIES

Lease
liabilities
HEAE
RMB'000
ARET T
As at 1 January 2018 and RZE—-N\F—A—BK
31 December 2018 ZE-NF+=ZHA=+—H -
Effect of HKFRS 16 ERVBRELENFIR TR 5,555
As at 1 January 2019 (restated) RZE-NF—A—B (&KE5) 5,655
Change from financing cash flow REMEBRSRZED
— Repayments — I (1,480)
4,075
Non-cash changes JEIR & H
— Commencement of lease —HEZH®A 896
— Early termination of lease —MHEZRPEL (1,964)
- Finance costs — B ISR AR 221
As at 31 December 2019 RZE—NF+ZA=+—H 3,228
FINANCIAL RISK MANAGEMENT OBJECTIVES 3. HXERBEERENRBEE
AND POLICIES
The Group’s major financial instruments include trade AEBNTECHTABIEESER
receivables, other receivables, bank balances and cash, RE-HEMERRE RITEH KRR

trade payables and other payables.

Details of these financial instruments are disclosed in ZECRTANFEREMTARE-
respective notes. The risks associated with these financial HzEem T ABHANRERBERNX
instruments include interest rate risk, credit risk and liquidity R - EERRERBESRR B
risk. The policies on how to mitigate these risks are set out AR 2 SRR R BUR S FIAT -
below. The directors of the Company manage and monitor ARREEERBRETZFAR U
these exposures to ensure appropriate measures are TR B2 5 0 5 30 pte 38 A B o

implemented on a timely and effective manner.
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES - continued
(A) INTEREST RATE RISK

As the Group has no significant interest-bearing
assets and liabilities, the Group's income and
operating cash flows are substantially independent of

changes in market interest rate.

(B) CREDIT RISK

At the end of reporting period, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties arising from the
carrying amount of the respective recognised financial
assets as stated in the consolidated statements of

financial position.

In order to minimise the credit risk, the directors of
the Company have delegated a team responsible
for determination of credit limits, credit approvals
and other monitoring procedures to ensure that
follow-up action are taken to recover overdue debts.
In addition, the directors of the Company review
the recoverable amount of each individual trade
receivable at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the credit risk of the

Group is significantly reduced.

The Group is exposed to credit risk in relation to
its deposits paid to suppliers, trade receivables,
deposits, prepayments, amount due from a related
party, amount due from a director, other receivables
and cash deposits at banks. The carrying amounts
of deposits paid to suppliers, trade receivables,
deposits, prepayments, amount due from a related
party, amount due from a director, other receivables
and cash and cash equivalents represent the Group's
maximum exposure to credit risk in relation to

financial assets.

The Group expects that there is no significant credit
risk associated with cash deposits at banks since
they are substantially deposited at creditworthy
banks and financial institution with no recent history
of default. Management does not expect that there
will be any significant losses from non-performance
by these counterparties. The Group considers these
balances have low credit risk and the amount of the

loss allowance for impairment was negligible.

34.

MHERBREEENRER-&

(A)

(B)
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES - continued

(B)

CREDIT RISK - continued

The credit risk of the Group is concentrated on trade
receivables from the Group's five largest customers
at 31 December 2018 and 2019 amounting to
RMB43,817000 and RMB42,117000, respectively,
and accounted for 40% and 40% of the Group's total
trade receivables. In order to minimise the credit risk,
the directors of the Company continuously monitor
the level of exposure by frequent review of the credit
evaluation of the financial condition and credit quality
of its customers to ensure that prompt actions will
be taken to lower exposure.

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

° internal credit rating
° external credit rating

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

o actual or expected significant changes in the
operating results of the debtors

° significant changes in the expected
performance and behaviour of the debtors,
including changes in the payment status of
debtors in the Group and changes in the
operating results of the debtors

TEERBIERERAR | —F

3. HBEREEENRBEK-&

(B)

—hEEERE

FEERK -
EA_E—)\i)SZ_? NF
+-—A=+—H A&EBEHE
BERBEPRAEBAKRER
MESEWRIE 2Rl A% A
EM43,817,00075&,%’~7/\E°§5
42,117000c (5 AR E E 5
}T&Wﬁl%ﬂlﬁ%@%ﬁﬂ’ﬂ@40%&i’7
40% - AEEREEER
K@ﬂé%*ﬁ Ry Tﬂﬂkﬂkﬁ
MNEETEMAEPNEEES
LARE(R R EREITED R K R B ©

AEERIGERETHME ER
EZEEHOMAREEREERR
REREHEARDEFER
E8Rme 7%;:¥1E1*ﬁﬁﬂ‘*5'7
EREEMNE AEEKRE
FHIEEXLTEZNOMRAREY
RIER A ZEORBRETTIL
BUEEABLKERENER
BRIEMEER - LEBE T
Bz

. DESEN RS

. S EB 1= A RE AR

. JEHeE ﬁ(tﬁ'&}\k_ﬁﬁ
EEMEE B EERE
LTS - B 7 a8
MR ER K TBHE X
TFEH)

. BEBARERENER
HTAHERES

.« EBABBRARTA
MEAEY OIS
[ 79 £ 75 A 19 3R 49
S N LY
8B
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES - continued

(B)

3. HBEREEENRBEK-&

CREDIT RISK - continued (B) fFERE-&
As at 31 December 2019 and 2018, the Group RZE—hF+=ZA=+—H
applies the general approach to provide for expected rZZ2—-—N\EF+ZA=+—8"
credit losses prescribed by HKFRS 9, which permits AEERABB BN B RS ER]
to recognize 12-month expected credit losses for FORFTREN —MRITERE
deposits paid to suppliers, amount due from a HMEEBXELEE ZHE
related party, amount due from a director and other AFRINGHREINTRS
receivables. Trade receivables applies the simplified FE UG B8 B 5 SRR B IR E K
approach to provide for expected losses prescribed TA AN E b fE R RE SR 1218 A T8
by HKFRS 9, which permits the use of the lifetime HEEBEX BUERKAE
expected loss provision, which is calculated using 7B s R B9 FT AR E
a provision matrix. The provision matrix is based on WL A AN IRTEERE X
the group's historical credit loss experience adjusted ZERATFERAEFSmIEL
for assessment of both the current and forecast BE ZEESREREEE
general economic conditions at the reporting date. BErEM - BEEEENER
As the Group’'s historical credit loss experience WESEABRES WA
does not indicate different loss patterns for different fh¥ S A HaE A TRl A9 —
subsidiaries, the loss allowance based on past due MM I AT E - AR A
status is not further distinguished between the SENELEEBELRET
Group's different subsidiaries. TRKMBARNTRBEER -
BiEE AR EBERELEAR
EETRMB AR ZEE—F
[&@ Al o
The following table provides information about the TREEEHEAEEEERR
Group's exposure to credit risk and ECLs for trade HEMZEZERBFTERSTF
receivables and deposits paid to suppliers: HEFNZSWNTEBREEBRE
BE R
(i) Trade receivables (i) HEERFR
Gross
Expected carrying Loss
2019 loss rate amount allowance
EH
&5 18 2 (%) BEEEE EiERE
RMB’000 RMB’'000
AREBTT AR®¥Tx
0 —-30 days 0&30H 0.41% 40,754 (165)
31-60 days 31260H 1.14% 36,638 (419)
61-90 days 61290H 2.52% 22,643 (571)
90-120 days 90£120H 3.78% 3,531 (133)
103,566 (1,288)
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. BXEREEENREKE-E&
AND POLICIES - continued
(B) CREDIT RISK - continued (B) FEERM-&
(i) Trade receivables — continued (i) ESEKE—E
Gross
Expected carrying Loss
2018 loss rate amount allowance
T8 Hf
BB E (%) BEREE B R
RMB'000 RMB'000
AREFTT ARETT
0 -30 days 0%30H 0.19% 73,467 (138)
31-60 days 31260H 0.75% 34,504 (259)
61-90 days 61290H 1.68% 2,408 (40)
110,379 (437)
Expected loss rates are based on actual loss BEHEBEXRBEBRZES

experience over the past 5 years. These rates
are adjusted to reflect differences between
economic conditions during the period over
which the historic data has been collected,
current conditions and forward looking
information of the group’s view of economic
conditions over the expected lives of the
receivables.

Receivables that were past due but not
impaired related to a number of independent
customers that had a good track record
with the group. Based on past experience,
management believed that no impairment
allowance was necessary in respect of these
balances as there had been no significant
change in credit quality and the balances were
still considered fully recoverable.
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34,
AND POLICIES - continued

(B)

(ii)

FINANCIAL RISK MANAGEMENT OBJECTIVES 3. BHXEREEENRBE-E&
CREDIT RISK - continued (B) fFERME-&
Deposits paid to suppliers (i) ZTFHREFHES
Gross
Expected carrying Loss
2019 loss rate amount allowance
T
&5 18 2 (%) BARHEE EiEEE
RMB’000 RMB’000
ARBTR AR®BTR
2 — 4 years to maturity BEEIHR 24T 4.2% 6,000 (254)
Gross
Expected loss carrying Loss
2018 rate amount allowance
8 5
B8 & (%) MEREE BRI
RMB'000 RMB'000
ARBETT ARBTT
2 — 4 years to maturity BRI B2 A 6.4% 6,000 (384)

Expected loss rates are based on the number
of years to maturity. These rates are adjusted
to reflect differences between economic
conditions during the period over which the
historic data has been collected, current
conditions and the group’s view of economic
conditions over the expected lives of the
deposits paid to suppliers.

For other receivables, amount due from a
related party and amount due from a director,
there were no significant increase in credit risk
since initial recognition. The Group assessed
the expected credit loss to be immaterial.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34, MRKEREEEANREEK-
AND POLICIES - continued
(B) CREDIT RISK - continued (B) fFERME-&
(i)  Deposits paid to suppliers — continued (i)  FFEREFHEZE -
As at 31 December 2019 and 2018, the loss FAE S E WA
allowance provision for trade receivables and EWEREZN THE
deposits paid to suppliers reconciles to the BRI Ei=kc
opening loss allowance for that provision as HEREFH M T :
follows:
Deposits
Trade paid to
receivables suppliers Total
T
EywmE HEEzZES Foy
RMB'000 RMB'000 RMB'000
ARETT ARBT T ARETT
At 1 January 2018 RZE—NF—A—H 370 529 899
Provision for loss allowance #t#2 &) & 18 # 67 - 67
Reversal of loss allowance sH12#)E 1B # [ - (145) (145)
At 31 December 2018 and HR=ZT—\F—HA—H
1 January 2019 RZF—n%F
—H—H 437 384 821
Provision for loss allowance 42 & 18 # % 851 = 851
Reversal of loss allowance T iEHIEEE D - (130) (130)
At 31 December 2019 RZZE—NF
+ZA=+—H 1,288 254 1,542
As at 31 December 2019, the gross carrying RZE—-—NF+ZA
amount of trade receivables and deposits =+ —H EBREX
paid to suppliers were RMB103,566,000 and RXHHERZEN

RMB6,000,000 thus the maximum exposure
to loss was RMB1,288,000 and RMB254,000
respectively.

EmEEAARE
103,566,00077: MAR
#6,000,0007T * A it &
KiEXBOS B AAR
#51,288,0007C Fl A R ¥
254,0007T

(C) LIQUIDITY RISK (C) RBEZSRMR
Ultimate responsibility for liquidity risk management RARESERERBDE AR
rests with the directors of the Company, which ERENEKRER BEEREY
has built an appropriate liquidity risk management HENREECREREEESL
framework for the management of the Group's DNEBAEBNEE K
short, medium and long-term funding and liquidity RESURADESCEER
management requirements. The Group manages E-AEBH@HIBEMEHER
liquidity risk by maintaining adequate reserves and RITEHE URBESER -

banking facilities.
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES - continued

3. HMBEBEERENRBE-&

(C) LIQUIDITY RISK - continued (C) "RBEELEB-&
The following table details the Group's remaining TRAWAEBIETESHE
contractual maturity for its non-derivative financial BEORBKRAEOIBA-ZERR
liabilities. The table has been drawn up based on BASERREUWERENRE
the undiscounted cash flows of financial liabilities ARemaERMBEREERE
based on the earliest date on which the Group can be BiE BENBEEAEHE SR
required to pay. The table includes both interest and ERAERRERFDMNEM
principal cash flows. To the extent that interest flows FOAMBASERSEREHR
are floating rate, the undiscounted amount is derived B2 BRI R E -
from current interest rate at the end of each reporting
period.
Total
contractual
Carrying undiscounted  Within 1 year
2019 “E-hE amount cash flow or on demand  Within 2 year
EHRER BAR—ER
FHE ReRELE HREREHE
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR¥TR AR¥TR AR¥TR
Non-derivatives: FOTETA
Trade payables ECTINE e 8,716 8,716 8,716 =
Accruals, deposits received  JEFFFE  EMiZ &
and other payables RE A ERT R 13,568 13,568 13,568 =
Lease liabilities MERE 3,228 3,481 1,194 2,287
25,512 25,765 23,478 2,287
Total
contractual Within
Carrying  undiscounted 1 year or
2018 —ET-N\F amount cash flow on demand
BHREE BR—FN
FHE ReREL8E HREKEE
RMB'000 RMB’'000 RMB'000
ARETT ARBFT ARETT
Non-derivatives: ENTAETH
Trade payables H 5 B IE 39,910 39,910 39,910
Accruals, deposits received and EETRE  BElIRS
other payables Ko H th & - 5RTB 7271 7271 7271
47181 47181 47181
(D) CURRENCY RISK (D) &

The Group mainly operated in the PRC with most
of the transactions settled in RMB and did not have
significant exposure to risk resulting from changes in
foreign currency exchange rates.

FEAEREBIERERAR | ZE—NFEERS
China Shenghai Food Holdings Company Limited | Annual Report 2019

126

AEBTENTELE X%
BRHNAREEE AU E
HEREANEEREHERNE
KRR



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e SRR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHBHERIN UAREHIR)

35.

36.

EVENTS AFTER THE REPORTING DATE

Since the outbreak of Coronavirus Disease 2019
("COVID-19") in January 2020, the prevention and control
of the COVID-19 has been going on throughout the country.
The COVID-19 has certain impacts on the business operation
and customer demand for the Group's products has further
declined. In addition, to ensure the health and safety of
its employees and customers, the Group has suspended
all product promotion activities, which will directly affect
the Group's turnover and performance. Up to the date of
the report, the financial effect cannot be estimate. The
Group will keep continuous attention on the situation of the
COVID-19, assess and react actively to its impacts on the
financial position and operating results of the Group.

APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 23 March
2020.

35.

36.

HmEAHEEE

BE-_E_TF— AB#E2019F B HRR
FH% ([ COVID-19]) A% - £2 &
B A — B EFEH TS COVID-19 °
COVID-19O (K EBELE —THE ¥
FHAEBERNEB RE—F T -
AN BREINEPHNBREMSY
2 AEBEEEMAEERREETH
EREREYEREBMNEEBMES-
HEREAS B EmEE(GET-
AN E S 4 E R T COVID-1989 AR -
FEEEAEBBBRAMEERR
B 2 2 0 i HH TS R B o

HEFSWBEHR

HEMBHREAHESFEN _T_FF
At =BH#ERRETE-
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FIVE-YEAR FINANCIAL SUMMARY
AFMBRE

AEESORTEMBRFECEREREE A
BRESHEIRMT

A summary of the results and assets, liabilities and equity of the
Group for the last five financial years is depicted below:

RESULTS E4
2019 2018 2017 2016 2015
ZE-NF BN\ ZE—+tFf C"T-R"¥ C"T-1f
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR ARETR ARET:
Revenue [LON 472,888 667958 644,407 468,039 366,968
Cost of sales HEMA (369,119) (498,864) (480,901) (349,642) (272,862)
Gross profit E5 103,769 169,094 163,506 118,397 94,106
Other income and other gains A A R E Az 1,272 2,363 195 435 41
Selling and distribution expenses HERNHER (43,734) (54,575) (23,806) (17838) (14,647
Administrative expenses TBEH (14,098) (11,553) (34,912) (14,039) (2,707)
Expected credit losses on financial assets & BEAEMNEHEEER (261) (72) = = =
Other expenses HEhER (693) (842) (598) (1,320) (1,012)
Finance costs REMA (226) - - (219) (1,028)
Profit before income tax BRATEBARR 46,029 104,415 104,385 85,416 75,223
Income tax expense ERAY (15,189) (28,001) (34,183) (24,264) (19,379)
Profit for the year attributable to ADRBEEAREER
owners of the Company sl 30,840 76,414 70,202 61,152 55,844
Other comprehensive income Hit2EKA
Items that may be classified subsequently B EFH 7%
1o profit or loss: BantyBEf -
- Exchange differences arising from -REBNEBEER
translation of foreign operations EHESR (13) 547 (1,719) (804) =
Other comprehensive income for the year  FRE M2 E WA (13) 547 (1,719) (804) -
Profit and total comprehensive income &2 F#EH AELEER
for the year attributable to HAREZERALS
owners of the Company 30,827 76,961 68,483 60,348 55,844
Earnings per share GRER
- basic and diluted (RMB) EAREE(ARE) 0.0308 0.0764 0.0812 0.0815 0.0745
ASSETS, LIABILITIES AND EQUITY EE - BERER
As at 31 December
Rt=ZA=t+-~H
2019 2018 2017 2016 2015
ZB-NF BN\ ZE—+tFf C"T-R"¥ C"T-1f
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR ARETR ARET:
Total Assets EERE 508,844 503,103 444,958 222,630 156,967
Total Liabilities AERE 31,013 56,099 73,981 67044 55,929
Total Equity BEnes 477,831 447004 370,977 155,586 101,038
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