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Tai Hing Group Holdings Limited

CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors (the “Board”), | am pleased to present the annual results of Tai Hing Group
Holdings Limited, together with its subsidiaries (“Tai Hing Group” or the “Group”), for the year ended 31 December
2019 (the “Review Year” or the “FY2019"), which is the first annual results reported since the Group’s listing on the
Main Board of The Stock Exchange of Hong Kong Limited on 13 June 2019 (the “Listing”).

A YEAR TO REMEMBER

Over the past year, two highly significant milestones were reached by the Group: the aforementioned Listing in June
and our 30th anniversary since inception. With respect to the latter, the occasion was particularly meaningful as it
highlights the deep roots that the “Tai Hing” brand has established in Hong Kong — now stretching three decades,
while roots are also spreading in Mainland China, having entered the market back in 2004. By no means content,
we have continued to examine potential markets to promote our unique interpretation of the Hong Kong and Asian
cuisine culture. Among the fruits of such labor is the opening of our first Tai Hing restaurant in Taiwan in May 2019,
which received favorable market response, and paved the way for the opening of a second restaurant in November,
which serves as our Taiwan flagship.

BRANDS TO SUIT EVERY TASTE

We are also encouraged by developments pertaining to our multi-brand strategy. A reflection of our goal to provide
customers with a diverse spectrum of cuisine under different brands, we launched the “Men Wah Bing Teng” back
in 2017, which, in just two years, has made clear market inroads. Given that traditional bing teng-style restaurant
are also highly welcomed in the Greater Bay Area, we established a “Men Wah Bing Teng” in Guangzhou last July,
which quickly substantiated our positive assessment of the region with two more stores opened in the region last year.
We will continue to expand the “Men Wah Bing Teng” network in the Greater Bay Area, as well as other potential
markets, if and when favorable opportunities arise.

Our multi-brand strategy has also led to the introduction of three more brands during the Review Year, namely, “Hot
Pot Couple”, “King Fong Bing Teng”, and “Asam Chicken Rice”, which specialize in Taiwanese hotpot, sophisticated
cha chaan teng cuisine, and Southeast Asian delights, respectively.

Having operated in the catering industry for 30 years, we have amassed substantial knowledge and experience in
identifying business opportunities in the markets where we operate and exploring new markets with huge growth
potentials. Underpinned by such attributes, we are confident that we can introduce still more unique brands that
capitalize on local customers’ tastes and dining preferences in the region at opportune time, all the while consolidating
our market presence.
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Tai Hing Group Holdings Limited

CHAIRMAN'S STATEMENT

TOWARDS 2020

The arrival of 2020 will invariably bring new as well as ongoing challenges to the Group and the catering industry as a
whole, including social unrest in Hong Kong that began in early June 2019, and the outbreak of the novel coronavirus
(COVID-19) all over the world recently. Both of which may continue to affect the Hong Kong and Mainland China
economies in varying degrees in 2020. In view of this, we are actively initiating various cooperative approaches and
negotiations with our business partners, landlords and government authorities, with an aim to work as one as we face
the obstacles ahead.

It is certainly worth noting that the Group has faced numerous challenges with different economic cycles in the past
three decades. Nonetheless, we have been able to overcome all of these temporary difficulties and setbacks because of
the strength of our people and dedicated team spirit. Facing the difficult operating environment, we have established
a “Committee on Emergency Management” in the beginning of 2020 specialised to address challenges resulting from
the COVID-19 outbreak. If anything, the syndrome will present us with the opportunity to determine any shortcomings
that we might have, and take prompt action. Given that in good times and bad, quality food and services are always
essential, we will continue to strive for excellence, all the while honoring our value structure of People Oriented
(LA AB7ZK); Customer First (A% A %E); Quality Prioritised (E4% 52E); and Innovation for Development (&l# s &).

DIVIDENDS

Despite the hardships that have ensued, the Group remains committed to sharing fruits with its stakeholders. The
Board has recommended the payment of a final dividend of HK1.80 cents per ordinary share for the year ended 31
December 2019. Together with an interim dividend of HK3.24 cents paid during the year, total dividend will amount
to HK5.04 cents, representing approximately 65% of its net profit for the financial year.

APPRECIATION

I would like to take this opportunity to extend my gratitude to the entire Tai Hing workforce for their dedication and
contributions to the Group. | wish to also express my sincere gratitude to our Board of Directors, business partners and
customers for their unwavering support, many of whom have grown along with Tai Hing Group over the past three
decades. | remain confident in the Group’s prospects and its ability to expand its business development continuously in
the future.

Mr. Chan Wing On
Chairman

Hong Kong, 26 March 2020
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FINANCIAL HIGHLIGHTS

Revenue (HK$'000)
Hong Kong, Macau and Taiwan
Mainland China

Gross profit margin (%)

Profit attributable to owners of the Company ¢ (HK$'000)
Adjusted profit *t2 (HK$'000)

Adjusted profit margin (%)

Basic earnings per share (HK cents)

Number of restaurants
Hong Kong
Mainland China
Macau
Taiwan
Total

Notes:

2019

3,252,250
2,581,312
670,938

71.3%

76,864

135,018

4.2%

8.65

139
63

205

Tai Hing Group Holdings Limited

2018

3,126,053
2,428,111
697,942

Change

4.0%
6.3%
(3.9%

71.6% (0.3) percentage

304,934

153,293

point
(74.8%

(11.9%

4.9% (0.7) percentage
point

40.66

122
62

185

(78.7%

)

)

)

)

(1) Excluding the effect of non-recurring and non-cash items, the adjusted profit in 2019 is HK$135.0 million, decrease by 11.9%

compared to the adjusted profit in 2018.

(2)  Adjusted profit for the year is a non-HKFRS financial measurement which is calculated by eliminating the effect of the following non-
recurring and non-cash items that affect our reported profit, including (i) listing expenses (2019: HK$18.0 million, 2018: HK$11.0
million); (ii) Gain on disposal of non-current assets classified as held for sale recognised in 2018 of HK$162.6 million; and (iii) Impact
on adoption of HKFRS 16 Leases in 2019 of HK$39.8 million. The adjusted profit is solely for reference and does not include the above

mentioned items that impact the profit or loss for the relevant periods.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL PERFORMANCE

The Board of Directors (“Board”) of Tai Hing Group Holdings Limited, together with its subsidiaries (“Tai Hing Group”
or the “Group”), are pleased to announce the annual results for the year ended 31 December 2019 (the “Review
Year” or “FY2019").

The year 2019 was significant to Tai Hing Group, besides the celebration of its 30th anniversary, the Group was
successfully listed on the Main Board of the Stock Exchange of Hong Kong Limited on 13 June 2019 (“Listing”),
marking an important milestone in its development. Overall, the Review Year closed encouragingly, with the Group
recording revenue of HK$3,252.3 million (FY2018: HK$3,126.1 million), representing a year-on-year increase of 4.0%.
This increase was primarily due to the rising revenue generated from the restaurant operation in its major markets,
along with the steady performance from both signature “Tai Hing” brand, and younger brands within the portfolio,
such as “Men Wah Bing Teng” and “pPhg L&" in particular. Gross profit amounted to HK$2,319.7 million (FY2018:
HK$2,239.0 million), with gross profit margin remaining at a stable level of 71.3% (FY2018: 71.6%). Profit attributable
to owners of the Company was HK$76.9 million (FY2018: HK$304.9 million) mainly due to various extraordinary one-
off items recorded during the Review Year and FY2018. If an one-off gain on disposal of non-current assets classified as
held for sale, one-off listing expenses, and implementation of a new accounting policy (HKFRS 16 Leases), which was
effective for the period beginning on or after 1 January 2019, were excluded, the Group would have recorded profit of
HK$135.0 million for the year. Basic earnings per share were HK8.65 cents (FY2018: HK40.66 cents).

To share the Group’s achievements with shareholders, the Board has resolved to propose a final dividend of HK1.80
cents per ordinary share for the year ended 31 December 2019. Together with an interim dividend of HK3.24 cents
paid during the year, total dividend will amount to HK5.04 cents.

OPERATING COST
Cost of Materials Consumed

The cost of materials consumed amounted to HK$932.5 million (FY2018: HK$887.1 million). Its percentage to revenue
increased by 0.3 percentage point to 28.7% (FY2018: 28.4%). With the operation of a Mainland China Food Factory
since October 2018, coupled with contributions from the Hong Kong Food Factory, the Group was able to mitigate
fluctuations in the cost of different food ingredients during the Review Year. Furthermore, food costs were effectively
controlled through centralised purchasing and food processing.

Staff Costs
During the Review Year, the Group adopted a prudent approach towards recruitment, and implemented workflow
optimisation to further control staff costs. Consequently, the staff costs to revenue ratio remained relatively stable at

33.7% (FY2018: 33.1%). Staff costs, excluding the impact of non-cash equity-settled share option expenses, increased
by 5.9% from HK$1,033.3 million in FY2018 to HK$1,094.3 million in FY2019.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

OPERATING COST (Continued)
Rental and Related Expenses/Amortisation of Right-of-use Assets

As a result of the adoption of a new accounting standard, i.e. HKFRS 16 Leases, lease expenses in the consolidated
statement of profit or loss have been reflected by amortisation of right-of-use assets and related finance costs starting
from 1 January 2019. During the Review Year, the Group’s amortisation of right-of-use assets amounted to HK$355.2
million (FY2018: Nil), with related finance costs of HK$40.4 million (FY2018: Nil). Rental and related expenses were
HK$131.8 million (FY2018: HK$453.6 million). If the impact from the adoption of HKFRS 16 Leases was excluded,
rental and related expenses in FY2019 would have amounted to HK$513.7 million and accounted for approximately
15.8% (FY2018: 14.5%) of the Group’s revenue.

INDUSTRY REVIEW

The challenging environment for the catering industry in 2019 was underscored by slackened economic growth of
Hong Kong coupled with protracted civil social unrest and Sino-US trade tensions. Recently, the outbreak of Novel
Coronavirus (COVID-19) has been causing a great impact all over the world and the consumption sentiment is further
devastated. Food and beverage and retail industries are especially suffering from the economic downturn. In 2019,
the value of total receipts of the restaurants sector of Hong Kong was provisionally estimated at HK$112.5 billion,
decreased by 5.9% in value and 8.0% in volume compared with the whole year of 2018".

In Mainland China, despite that the intermittent Sino-US trade tension and the outbreak of the COVID-19 before
year end have brought great uncertainty to the economy, the GDP of the PRC in 2019 was RMB99,086.5 billion,
representing a slower yet still meaningful increase of 6.1%, as compared with the previous year. Moreover, the
catering services in 2019 gained RMB4,672.1 billion, up by 9.4% year-on-year demonstrating the resilience of the
industry even in the face of international pressure?.

GEOGRAPHICAL ANALYSIS

Tai Hing is a multi-brand casual dining restaurant group rooted in Hong Kong for 30 years. Apart from its flagship “Tai
Hing” brand, the Group continues to expand its brand portfolio comprising self-developed brands and acquired and
licensed brands, including “TeaWood (Z57%)”, “Trusty Congee King (5815{%)", “Men Wah Bing Teng (B(ZE/KEE)",
“Phd Le (3REB)", “Tokyo Tsukiji (BRFEEEHR E)", “Fisher & Farmer (4X)", “Rice Rule (8R#F)”, “Hot Pot Couple (K
£ )", “King Fong Bing Teng (3% 7kE2)" and “Asam Chicken Rice (S8 Z8R)”, the latter three of which were
newly opened in FY2019, bringing more choices of cuisines to customers. This also marked a major milestone in 2019
of the Group by expanding its business presence in Taiwan, in which the Group opened two “Tai Hing"” restaurants in
Taiwan during the Review Year. Currently, the Group has a network of 205 restaurants (as at 31 December 2018: 185
restaurants) in Hong Kong, Mainland China, Macau and Taiwan.

! Provisional statistics of restaurant receipts and purchases for fourth quarter of 2019 and for whole year of 2019
https://www.censtatd.gov.hk/press_release/pressReleaseDetail.jsp?charsetlD=1&pressRID=4609

2 National Bureau of Statistics
http://www .stats.gov.cn/english/PressRelease/202001/t20200119_1723651.html
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS SEGMENT ANALYSIS
Tai Hing

As the signature brand of the Group, and one that has three decades of history in Hong Kong as well as over 15 years
of operation in Mainland China, “Tai Hing” remains the key revenue generator of the Group. During the Review Year,
Tai Hing restaurants generated HK$1,931.8 million (FY2018: HK$2,022.6 million) in revenue and accounted for 59.4%
(FY2018: 64.7%) of the Group's total revenue. To capitalise on the strength of this renowned brand, the Group
established its first Tai Hing restaurant in Taiwan in May 2019, which received favourable response. Subsequently, a
second restaurant was opened in November 2019.

Men Wah Bing Teng

During the Review Year, the “Men Wah Bing Teng” restaurant chain was warmly welcomed by the market, resulting
in a significant 148.6% year-on-year rise in revenue to HK$299.5 million (FY2018: HK$120.5 million). The restaurant
chain also achieved satisfactory same-store sales growth of 3.2% and an outstanding seat turnover rate of 15. Since
the first Men Wah Bing Teng was opened in Guangzhou in July 2019, 2 more stores have been opened in Mainland
China, which has significantly strengthened the brand’s presence in the Greater Bay Area. Specifically, the operation
opened 10 and 3 stores in Hong Kong and Mainland China respectively — the highest number of store openings among
the Group'’s brands. As a testament to the successful positioning of Men Wah Bing Teng as a traditional bing teng, it
has been awarded “Popular Food Restaurant” by “Shanghai on the tip of the tongue” Column group. To maintain
its outstanding performance, the Group will further promote Men Wah Bing Teng in the Greater Bay Area, as well as
other high potential markets, thus allow the Group to share Hong Kong's traditional bing sutt featuring Western-style
fast food snacks to customers across the country.

Other Subsidiary Brands

The Group's other subsidiary brands have also performed favourably during the Review Year. Among them, “TeaWood"
continued to deliver considerable revenue amounting to HK$521.5 million, accounting for 16.0% of the Group's total
revenue. With respect to “Phé L&", a restaurant chain specialising in Vietnamese beef noodles that was launched by
the Group in 2017, it recorded a 43.9% year-on-year rise in revenue to HK$138.4 million, benefiting in part to the
introduction of an expanded menu. As for the “Trusty Congee King” brand, the Group opened 1 and 2 stores in Hong
Kong and Mainland China, respectively, during the Review Year. Revenue from the operation increased by 12.8%
year-on-year to HK$235.5 million. In driving revenue growth, the Group introduced a new promotional campaign
which aimed at increasing customer traffic during dinner hours, as well as launched a more diverse menu to appeal to
the varied tastes of customers.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS SEGMENT ANALYSIS (Continued)
Other Subsidiary Brands (Continued)

Indicative of the Group's desire to continuously enhance its offerings to customers through multi-brand strategy, three
new sub-brands were launched during the Review Year. In January, it opened the first Taiwanese hotpot restaurant
under the “Hot Pot Couple” brand in Mongkok, Hong Kong. This was followed by the launch of the classy “cha-
chaan-teng” brand — “King Fong Bing Teng” in October, located in Elements, Tsim Sha Tsui; combining great food
with a relaxing ambience. By December, the Group celebrated another opening, this time in Central, Hong Kong, with
the introduction of the “Asam Chicken Rice” brand. Among the Southeast Asian delights on offer include Hainan
Chicken Rice, Singapore Laksa, Penang shrimp noodles, and Beef Rendang.

As 2019 marked the 30th anniversary of the Group, it celebrated this special milestone with the implementation
of a variety of cross-brand marketing campaigns and promotions. One campaign of particular note involved the
introduction of cross-brand dining vouchers which achieved strong take-up. In view of its success, the Group will
consider launching similar promotions or other cross-brand campaigns in the near future to enhance customer loyalty.

Prospects

The past financial year was highly challenging owing to social unrest and the uncertainty arising from the trade
relations between China and the U.S. One after another, the outbreak of the novel coronavirus, coupled with the local
social incidents in Hong Kong and slowdown of growth in the Chinese economy, may continue to affect both Hong
Kong and Mainland China economies in varying degrees in 2020. Consequently, a further deterioration of the F&B
sector can be expected.

Despite the aforementioned concerns, Hong Kong will remain the Group’s principal market — presently accounting for
approximately 80% of its business, having performed stably even amid the challenges. Such stability can be attributed
to the long history it shares with the Hong Kong people, particularly the “Tai Hing” brand which local residents have
enjoyed for the past 30 years, through good times and bad. Moreover, the Group has been effectively targeting the
mass market customers, with the majority of restaurants located in neighbour-hood malls, where business is more
resilient and stable. To maintain its stable business operation, the Group is also actively working alongside with third-
party vendors to further enhance its delivery business, as well as launching various marketing promotions to attract
customers.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS SEGMENT ANALYSIS (Continued)
Prospects (Continued)

In Mainland China, the Group’s top priority will be to ensure the safety of customers and staff in the wake of the novel
coronavirus outbreak, hence certain restaurants were closed during the Lunar New Year. It will continue to co-operate
with the Chinese government, landlords and business partners, all of whom have a mutual consent to work side by
side in confronting various hardships. Although the novel coronavirus has negatively impacted on business, the Group
remains optimistic about its operation in Mainland China in the long run, hence it will consider introducing new brands
tailored for its target customers in the country in future. Meanwhile, the Group will also explore potential partnerships
in tapping the overseas markets which it sees huge growth potentials, as well as the provision of different cuisine to
meet the tastes and preferences of global customers; ultimately facilitating overseas business expansion and sustaining
its growth momentum.

While the Group is committed to driving business growth, including through network expansion, it will nonetheless
take a prudent approach in view of the current economic and geopolitical climate. To enable the Group to develop in a
stable manner, several strategies will be employed, including developing more canned food and beverage products by
leveraging its factory, occupying approximately 253,430 sg. ft. in Dongguan, which commenced operation in October
2018. In doing so, the Group will be able to achieve the dual goals of expanding income streams and fully utilising the
factory. Concurrently, the Group will continue to develop and improve its high-growth brands, including “Men Wah
Bing Teng”, “Ph& Lé" and “Trusty Congee King” and at the same time to review the positioning of its mature brands
to adjust strategies based on different market requirements.

The Group will also continue to co-operate with leading third-party food ordering platforms, both in Hong Kong and
Mainland China, to increase its stake in the food delivery business. The Group’s enhanced efforts to bolster its delivery
operation starting from 2019 highlights its optimism towards such business, and in particular, its ability to cater for
the rise in takeout food orders driven by the coronavirus outbreak in the first quarter of 2020. In addition, the Group
is also working hands-in-hands with various food ordering platforms to raise its brands awareness with linkage with
their respective signature products, so that various distinguished brands under the Group come immediately to mind
when customers want fine cuisine delivered to their home. Further driving the takeaway food business will be the
Group's “T-Factory” mobile application, which offers convenience, as well as builds customer loyalty. The technology
also allows the Group to collect data on customers, which in turn enables it to promptly determine the latest market
trends, leading to relevant adjustments to menus and marketing campaigns.

Though the business environment is expected to remain challenging in the coming year, the Group is committed to
developing an effective omnichannel business which, with the support of its well-established business foundation, an
experienced and resourceful management team, diligent workforce, and sound production capabilities will allow it to
overcome the headwinds and facilitate its long-term growth.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

USE OF NET PROCEEDS FROM LISTING
The Company successfully listed its shares on the Stock Exchange on 13 June 2019 and issued a total of 250,000,000
ordinary shares of the Company by way of share offer at the offer price of HK$3.00 on Listing. The net proceeds from

the share offer in association with the Listing amounted to HK$694.5 million.

The use of the net proceeds from the Listing Date to 31 December 2019 was as follows:

Percentage of
Use of net proceeds net proceeds Net proceeds  Amount utilised Amount remaining

(in HKS million)  (in HK$ million)  (in HK$ million)

Opening new restaurants in Hong Kong and 44.0% 305.6 71.4 2342
Mainland China

Enhancement and expansion of food factories in 35.0% 243.0 31.6 2114
Hong Kong and Mainland China

Renovation of existing restaurants in Hong Kong 11.0% 76.4 18.3 58.1
and Mainland China

Additional working capital and other general 10.0% 69.5 69.5 0.0

corporate purposes

Total 100.0% 694.5 190.8 503.7

As of the date of this announcement, the Directors are not aware of any material change to the planned use of the
proceeds as disclosed in the section under “Future Plans and Use of Proceeds” in the Prospectus.
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Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL RESOURCES, BORROWINGS, CAPITAL STRUCTURE, EXPOSURES TO
FLUCTUATIONS IN EXCHANGE RATES AND OTHERS

Liquidity and Financial Resources

The principal sources of funds for the Group are through a combination of internally generated cash flows, bank
borrowings and proceeds received from Listing. As at 31 December 2019, the Group's cash and cash equivalents were
approximately HK$711.1 million (2018: approximately HK$242.2 million), representing an increase of approximately
193.6%. Majority of the bank deposits and cash were denominated in Hong Kong dollars and Renminbi. The
additional funds raised from Listing would be used for implementing the future expansion plan.

As at 31 December 2019, the Group's total current assets and current liabilities were approximately HK$925.5 million
(2018: approximately HK$416.7 million) and approximately HK$1,137.0 million (2018: approximately HK$532.6
million), respectively, while the current ratio of the Group (calculated by dividing total current assets by total current
liabilities at the end of respective periods) was approximately 0.8 times (2018: approximately 0.8 times).

The Group had interest-bearing bank borrowings of approximately HK$307.5 million as at 31 December 2019
(2018: approximately HK$537.2 million). The interest-bearing bank borrowings were secured, denominated in Hong
Kong dollars and subject to floating rate basis. During the year ended 31 December 2019, there were no financial
instruments used for hedging purposes.

As at 31 December 2019, the gearing ratio of the Group (calculated by dividing the interest-bearing bank borrowings
by equity attributable to owners of the Company) was approximately 31.8% (2018: approximately 146.7%).

Foreign Currency Risk

The Group’s revenue and costs are mostly denominated in Hong Kong dollars and Renminbi. The change in value
of the Renminbi against the Hong Kong dollars may fluctuate and is affected by changes in China’s political and
economic conditions. The appreciation or devaluation of the Renminbi against Hong Kong dollars may affect the
Group's results. The Group does not have any currency hedging policy and has not entered into any hedging or other
instrument to reduce currency risks. The Group will continue to closely monitor the foreign currency exposure and take
appropriate measures to minimize the risk when necessary.

Contingent Liabilities

As at 31 December 2019, the Group had contingent liabilities of approximately HK$23.6 million (2018: approximately
HK$15.7 million) in respect of bank guarantees given in favour of the landlords in lieu of rental deposits.

12 Annual Report 2019



Tai Hing Group Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

CHARGE ON GROUP ASSETS

As at 31 December 2019, the Group had certain property, plant and equipment and right-of-use assets with an
aggregate net carrying value of approximately HK$262.6 million (31 December 2018: HK$272.2 million) were pledged
to secure the bank borrowings granted to the Group.

MATERIAL ACQUISITIONS AND DISPOSAL

Save as disclosed herein, throughout the period from Listing to 31 December 2019, the Group did not make any
material acquisitions and disposal of subsidiaries, significant investments nor capital commitment.

EMPLOYEES

The Group had approximately 7,000 employees as at 31 December 2019 (31 December 2018: approximately 6,900).
The Group ensures that its employees are remunerated in line with market conditions and individual performance and
the remuneration policies are reviewed on a regular basis.

SHARE OPTION SCHEMES

The Pre-IPO Share Option Scheme and Post-IPO Share Option Scheme of the Company (the “Share Option Schemes”)
were approved and conditionally adopted pursuant to the resolutions passed by the Shareholders on 22 May 2019 (the
“Adoption Date"”) for the purpose of providing incentives and rewards to eligible participants for their contributions to
the Group.

The principal terms of the Share Option Schemes are set out in “Appendix V (Statutory and General Information — D.
Share Option Schemes)” to the Prospectus. Since the Adoption Date and up to 31 December 2019, no share options
of the Company were granted, exercised, cancelled or lapsed under the Post-IPO Share Option Scheme, and there were
6,375,000 outstanding share options of the Company under the Pre-IPO Share Option Scheme as at 31 December
2019.
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Tai Hing Group Holdings Limited

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Chan Wing On, aged 61, was appointed as our executive Director on 11 December 2017 and has acted as the
Chairman of our Group since July 1989. Mr. Chan is one of the founders of our Group and is primarily responsible for
the overall strategic planning and major decision making of our Group. Mr. Chan is the chairman of our Nomination
Committee and a member of our Remuneration Committee.

Mr. Chan has over 30 years of experience in the food and beverage industry. He founded our Group and opened
our first restaurant in 1989 in Sai Wan Ho, Hong Kong. Mr. Chan is instrumental in our business expansion and has
successfully implemented a multi-brand strategy to develop our Group from a siu mei style restaurant under the “Tai
Hing” brand to a multi-brand restaurant group with presence in Hong Kong, Mainland China, Macau and Taiwan
offering Chinese (including Cantonese, Sichuan, Beijing and Taiwanese), Japanese and Vietnamese cuisines. Mr. Chan
strongly believes in maintaining high food quality while ensuring our food and services offer good value for money,
as well as providing a pleasant and hygienic environment for customers. Under Mr. Chan’s leadership, our Group is
constantly creating new and innovative dishes, often incorporating different ingredients and cooking methods, striving
to offer an enjoyable dining experience to diners at our restaurants. Prior to establishing our Group, Mr. Chan worked
in the meat trading industry in Hong Kong.

Mr. Chan obtained a Bachelor of Business Administration Management degree at the Macau Institute of Management
in April 2006 and was admitted as an honorary fellow at the Professional Validation Centre of Hong Kong Business
Sector in July 2017. He has been a fellow of the Hong Kong Institute of Marketing since November 2018.

Mr. Chan actively serves both the community and the catering service industry including, among others, currently
serving as president of the Hong Kong Federation of Restaurants and Related Trades, vice chairman of the Council
of the Occupational Safety and Health Council in Hong Kong, chairman of the publicity committee and chairman of
the Catering Safety and Health Steering Committee of the Occupational Safety and Health Council in Hong Kong. In
addition, he was the chairman of the Governing Council of the Quality Tourism Services Association in Hong Kong
and has been re-designated as adviser since 2 December 2019. Mr. Chan has also been a member of the Election
Committee of Hong Kong since 2006, having been elected in the 2006, 2011 and 2016 Election Committee subsector
elections (Catering Subsector).

Mr. Chan is a cousin of Ms. Chan Shuk Fong (our executive Director) and the father of Mr. Chan Ka Keung (a member
of our senior management).

Mr. Chan is currently a director of our various subsidiaries.

14 Annual Report 2019



Tai Hing Group Holdings Limited

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Mr. Yuen Chi Ming, aged 66, one of the founders of our Group, was appointed as our executive Director on 14
December 2018. Mr. Yuen is mainly responsible for overall strategic planning and implementing the 5-S method and
overseeing our Group's food safety and occupational safety standards.

During his services, Mr. Yuen has worked in various functional departments including operation of our restaurants
and Food Factories. Under his leadership, our Group has adopted the 5-S (Structurise, Systematise, Sanitise,
Standardise and Self-discipline) workplace management philosophy to enhance environmental hygiene, food quality
and operational efficiency. Our Group has won many external safety-related recognitions with Mr. Yuen's guidance,
including the 5-S Grand Prize Winner (Catering Group) awarded by the HK 5-S Association in November 2017, the
Food Safety Excellence Award by the International Food Safety Association in November 2017 and the 2018/2019
Catering Industry Safety Award Scheme Group Safety Performance Gold Award in the Cha Chaan Teng Category by
the Labour Department in November 2018.

Mr. Yuen obtained the 5-S Assessor Gold Belt and Black Belt Certificate by the HK 5-S Association in June 2008 and
February 2005, respectively.

Mr. Yuen is currently a director of our various subsidiaries.

Mr. Lau Hon Kee, aged 62, joined our Group in April 1990 and was appointed as our executive Director on 14
December 2018. He is mainly responsible for overall strategic planning and overseeing the project management of our
Group.

Mr. Lau worked in different departments including audit, operations and engineering. He has contributed to the
upgrade of work facilities, improvement of work safety and various energy-saving projects in our Group. Under Mr.
Lau’s leadership, our Group has received numerous industry recognitions, including the Eco Challenger and 3 Year+
Eco Pioneer Award by the Bank of China and Federation of Hong Kong Industries and the 2017 Hong Kong Awards
for Environmental Excellence Certificate of Merit and the Hong Kong Green Organisation Certification awarded by the
Environmental Campaign Committee.

Mr. Lau obtained the 5-S Lead Auditor Certificate awarded by the HK 5-S Association in January 2003.

Mr. Lau is currently a director of our various subsidiaries.
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Ms. Chan Shuk Fong, aged 55, joined our Group in October 2012 and was appointed as our executive Director on 14
December 2018. She is mainly responsible for overall strategic planning, including capital financing, investor relations,
compliance management, corporate communications and marketing strategies as well as talent management and
administration. Ms. Chan is a member of our Remuneration Committee and Nomination Committee.

Prior to joining our Group, she served in Hong Kong Wing On Travel Service Limited from December 1994 to February
2012 and her last position was director and general manager.

Ms. Chan obtained her master’s degree in Business Administration from Asia International Open University (Macau)
in November 1995 and a postgraduate diploma in Training from the Faculty of Social Sciences from the University of
Leicester in the United Kingdom in July 2000. In September 2018, she was awarded an honorary doctorate of law
from Lincoln University and fellow and title of FMBA, chartered manager from the Canadian Chartered Institution of
Business Administration.

Ms. Chan was awarded Asian Outstanding Leaders Awards for Women by the Asian College of Knowledge
Management in July 2018, & B 3E FL<E#K4E 2017 (Outstanding Leader Award 2017*) by Weekend Weekly and
Economic Digest magazines in March 2018 and the Leaders of Excellence Award by Capital Magazine in 2014. Ms.
Chan is currently a member of the board of directors of the Hong Kong Federation of Restaurants and Related Trades,
a committee member of the Industry Advisory Committee on Long Term Business of the Insurance Authority in Hong
Kong, a member of the Solicitors Disciplinary Tribunal Panel in Hong Kong and a member of the Advisory Board of
Continuing and Professional Studies of The Chinese University of Hong Kong. She was previously a member of the
Consumer Council in Hong Kong from January 2013 to December 2018, the Griffith Business School’s Bachelor of
Business (Hong Kong) Industry Advisory Committee from October 2013 to September 2016 and a member of the
Advisory Committee on Cruise Industry in Hong Kong from August 2010 to January 2014.

Ms. Chan is a cousin of our Chairman and an aunt of Mr. Chan Ka Keung (a member of our senior management).
Ms. Chan is currently a director of & /& AEE AR (7 AR 28] Tai Hing Catering Management (Taiwan) Limited*.
NON-EXECUTIVE DIRECTOR

Mr. Ho Ping Kee, aged 62, was appointed as our non-executive Director on 14 December 2018. He joined our Group
in 2001 and since then he has been mainly responsible for overall strategic planning, supervising the management of
our Group and providing advices on site selection.

Mr. Ho has accumulated years of experience in the retail pharmacy industry, during which he gained substantial
understanding of the market of retail business in Hong Kong and knowledge in site selection. Since September 1992,
Mr. Ho has been the director of Target Spot Limited, which operates six pharmacies in Hong Kong.

Mr. Ho is currently supervisory chairman of the Hong Kong General Chamber of Pharmacy Limited, president of the
Southern District Recreation and Sports Association, executive committee chairman of the Apleichau North District
Women'’s Joint Association, vice president of the council of The Association of Industries and Commerce of N.E. New
Territories Limited and life president of The Hong Kong Southern District Community Association Limited. He was also
previously the president of the Southern District Arts and Culture Association Limited in 2016.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Mak Ping Leung (alias: Mak Wah Cheung), aged 70, was appointed as our independent non-executive Director
on 22 May 2019. Mr. Mak is the chairman of our Remuneration Committee and a member of our Audit Committee
and Nomination Committee.

Mr. Mak is one of the founders of Hong Kong Economic Times Holdings Limited (“HKET"), publisher of the Hong Kong
Economic Times and Sky Post and a company listed on the Main Board of the Stock Exchange (stock code: 423), and
has been its managing director and an executive director since April 2005. He is responsible for formulating business
strategies and oversees publishing, recruitment advertising and printing production at HKET. He was the Bureau Chief
of the European Bureau of Wen Wei Po in London from October 1981 to October 1985, before being promoted to
Deputy General Manager and Standing Committee Member of the Management Committee of the newspaper from
November 1985 to November 1987.

In October 1988, Mr. Mak was elected as one of the Ten Outstanding Young Persons of Hong Kong organised by
Junior Chamber International Hong Kong (formerly known as Hong Kong Junior Chamber). In August 2012, Mr.
Mak won the Outstanding Entrepreneurship Award at the Asia Pacific Entrepreneurship Awards 2012 organised by
Enterprise Asia. Mr. Mak was an honorary advisor of Hong Kong Institute of Marketing from 2014 to 2018.

Mr. Mak has been the managing director and an executive director of HKET (stock code: 423) since 29 April 2005 and
an independent non-executive director of Clifford Modern Living Holdings Limited (stock code: 3686) since 21 October
2016, both listed companies on the Main Board of the Stock Exchange.

Mr. Mak obtained a Bachelor of Arts degree from the University of Hong Kong in November 1973.

Mr. Wong Shiu Hoi Peter, aged 79, was appointed as our independent non-executive Director on 22 May 2019. Mr.
Wong is a member of our Audit Committee, Nomination Committee and Remuneration Committee.

Mr. Wong possesses over 40 years of experience in the financial services industry. He was an executive director,
managing director, deputy chairman and chief executive officer of Haitong International Securities Group Limited (stock
code: 0665) from May 1996 to April 2011. He has been a consultant of Halcyon Capital Limited since May 2013.

He is currently a council member and was the past chairman of the Hong Kong Institute of Directors from July 2006 to
July 2009, and a former member of each of the Standing Committee of Company Law Reform from February 2000 to
January 2006 and the Listing Committee of the Stock Exchange from November 1998 to May 2006.

Mr. Wong has served as an independent non-executive director of the following companies listed on the Main Board
of the Stock Exchange in the past three years:

Company Name Stock Code Period

Target Insurance (Holdings) Limited 6161 Since 1 November 2014
Agile Group Holdings Limited 3383 Since 27 June 2014
Tianjin Development Holdings Limited 882 Since 21 December 2012
High Fashion International Limited 608 Since 19 July 2004

Mr. Wong obtained a Master of Business Administration degree from the University of East Asia (now known as the
University of Macau) in October 1986.
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Dr. Sat Chui Wan, aged 51, was appointed as our independent non-executive Director on 22 May 2019. Dr. Sat is the
chairman of our Audit Committee and a member of our Remuneration Committee and Nomination Committee.

Dr. Sat has been an executive director of Human Health Holdings Limited, a listed company on the Main Board of the
Stock Exchange (stock code: 1419) (“HHH"), since 22 October 2015. She has also served as the chief financial officer
of HHH since September 2013 and is responsible for overseeing the financial, compliance, risk and human resources
management of HHH. She has extensive working experience in accounting, finance, management and strategic
planning in different industries prior to joining HHH.

Dr. Sat has been a member of the Hong Kong Institute of Certified Public Accountants since September 1996. She was
admitted as an associate of the Association of Chartered Certified Accountants in July 1996 and has been a fellow of
the Association of Chartered Certified Accountants since July 2001.

Dr. Sat obtained a Bachelor of Arts degree of Accountancy from the Hong Kong Polytechnic University in October 1992
and a Master’s degree of Business Administration from the University of Lancaster in the United Kingdom in November
2000. She completed the International Study Program (ISP) at the University of St. Gallen in December 2000, and the
City University of Hong Kong Advanced Management Programme at the University of California, Berkeley in August
2010. In February 2018. Dr. Sat obtained a Doctor of Business Administration degree from the City University of Hong
Kong.

SENIOR MANAGEMENT

Mr. Ho Siu Fung, aged 57, joined our Group in November 1999 and was appointed as our general manager and
director of Chinese Gourmet in September 2018. He is mainly responsible for operations and overall development of
our Group's Chinese cuisine catering, among which, the management of various brands, including brand management

of “Tai Hing”, “Trusty Congee King”, “Men Wah Bing Teng”, “King Fong Bing Teng”, “Asam Chicken Rice” and “Rice
Rule”.

In recent years, Mr. Ho has been constantly enhancing operation management and strategies of our Group. He
spearheaded the extensive implementation of various automation systems for food production, in the respective
production departments of our restaurants. Mr. Ho's valuable knowledge also contributed to his successful
customisation of our automated wok which was subsequently patented by us. These efforts are instrumental as the
systems provide a sustainable platform for the long-term expansion of our business with standardised food quality
and production efficiency, as well as reduced repetitive motion in prevention of occupational diseases. Mr. Ho also
strived to modernise our frontline teams with new operation standards, set up our internal qualification framework to
promote our employees’ upward mobility and introduced talent pipelines with comprehensive training programmes.

Prior to joining our Group, Mr. Ho served in several catering groups holding operational and management roles. He
has over 30 years' experience in catering management.

Mr. Ho graduated from the Hong Kong Polytechnic (now known as The Hong Kong Polytechnic University) with a
diploma in Business Management in 1993. He obtained a Level 4 Award in Managing Food Safety in Catering at the
Chartered Institute of Environmental Health in 2008 and obtained a 5-S Lead Auditor Certificate from the HK 5-S
Association in 2003. Mr. Ho is active in sharing his industry knowledge with the community, and was a part-time
instructor at the School of Continuing and Professional Education of the City University of Hong Kong from 2009 to
2011.
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Mr. Yiu Man, aged 61, joined our Group in 2002 and was appointed as our general manager and director of central
production and product development in September 2018. He is mainly responsible for the overall management
and development of the Food Factories, product development, centralized procurement, food safety and logistics
management. Since joining our Group, Mr. Yiu headed the entire design, construction and equipment planning of our
Hong Kong Food Factory and Mainland China Food Factory to support the rapid expansion of our operations and the
wide variety of new products for different cuisines. He set up our production quality control system and enforces more
stringent control on food quality, including food safety monitoring and refinement through systematic taste trials.
Further, Mr. Yiu also invented the smokeless cooking design which was contributed to our patented smokeless oven
and such patented smokeless oven has subsequently been widely applied in our restaurants.

Mr. Yiu has over 40 years' experience in production and catering management in the catering industry. Prior to joining
our Group, he held managerial positions at various restaurants from the 1990 to 2001. He joined Cafe de Coral
Holdings Limited (stock code: 0341) from September 1982 to August 1986, where he started off as chief cook (branch)
and was subsequently promoted as assistant production manager. He also worked as cooks’ supervisor from October
1976 to June 1982 at Trible Fast Food Shop.

Mr. Lam Tai Po, aged 54, joined our Group in October 2002 and was promoted as our general manager and director
of Mainland China in March 2017. He is primarily responsible for managing our Group’s operations and business
development in Mainland China, and, is a director of all subsidiaries of the Company established in Mainland China
except for one Mainland China subsidiary.

Mr. Lam has over 25 years of experience in the food and beverage industry. He began to gain exposure to the market
in Mainland China early in his career as managers of various eateries from the 1990s to 2002. Since his joining, Mr.
Lam has spearheaded our Group’s market development in Mainland China, expanding our portfolio to 63 restaurants
as at 31 December 2019. Our operations in Mainland China have won numerous industry awards under Mr. Lam’s
guidance, including [T IS HEFF @ EEE (Tencent City Kitchen Recommended Specialty Cuisine Restaurant*)
in August 2018, HBERBIEHE AR EREE (Shanghai Gourmet Guide Favourite Cantonese Cuisine Award*) in
March 2018 and 2017 FEEMN B MAFHLE R mEHEKEBEZE (Guangzhou DailyDayoo.com Star Brand
Recommendation 2017 — Best Hong Kong Style Restaurant®) in March 2018.

Mr. Lam graduated from the Macau Institute of Management with a bachelor of Business Administration degree in
January 2005. He became a professional management honorary member of the Confrerie de la Chaine des Rotisseurs
in 2008.

Mr. Sin Wai Hung, aged 62, joined our Group in January 2010 and was re-designated as our group advisor in August
2019. He is mainly responsible for establishing and enhancing policy convergence between the parent company and
the subsidiaries, business procedures and data analysis, as well as assisting the facilitation of project management
and strengthening the Company’s corporate governance. He was the general manager and director of corporate
management of our Group. Mr. Sin has over 35 years’ management experience in the catering and retail industry.

He graduated from the Chinese University of Hong Kong with a bachelor of science degree in 1981 and obtained a

diploma in Management Studies and master degree in Business Administration from the Hong Kong Polytechnic (now
known as The Hong Kong Polytechnic University) in 1987 and 1993, respectively.
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Mr. Chan Ka Keung, aged 39, joined our Group in August 2009 and is currently our general manager (branding and
business development). He is mainly responsible for developing the branding of the Group and leading our engineering
and maintenance and information technology teams towards digitalizing our operations for the enhancement of
customer experience concerning food ordering and payment systems. He also focuses on the building, consolidation
and product promotion of our respective brands across Mainland China, as well as developing the peripheral product
markets through online and offline platforms.

In recent years, Mr. Chan spearheaded the development of new brands for casual dining in our Group, targeting
younger customers by offering them a pleasant dining experience. Our “TeaWood" brand has won numerous industry
awards, including Market Leadership Award in Emerging Brand Restaurant 2017/2018 awarded by the Hong Kong
Institute of Marketing in April 2018, the 2018 Business Excellence Award by The Professional Validation Centre of
Hong Kong Business Sector in June 2018 and the prestigious Bronze A'Design Award for Interior Space and Exhibition
Design, awarded in April 2018 under his leadership.

Mr. Chan was awarded 2 EkZE A H F & (Global Outstanding Chinese Youth*) by the Global Outstanding Chinese
Association in 2016 and was awarded Young Industrialist Awards of Hong Kong by the Federation of Hong Kong
Industries in 2019. He is currently the chairman of the Hong Kong 020 E-commerce Federation, the vice chairman
of the Hong Kong Federation of Restaurants and Related Trades, founding chairman of the Hong Kong Federation of
Restaurants and Related Trades Youth Committee, the vice-convenor of the Industry Consultative Networks (Catering)
under the Employees Retraining Board, a member of the Environmental Campaign Committee, and a member of the
Food Business and Related Services Task Force under the Business Facilitation Advisory Committee.

Mr. Chan graduated from De Montfort University in Leicester in the United Kingdom with a bachelor’s degree in
Business Administration in June 2004.

Mr. Chan is the son of our Chairman and a nephew of Ms. Chan Shuk Fong (our executive Director).

Mr. Ho Man Shing, aged 44, joined our Group in August 2019 and is currently our general manager (casual dining)
in January 2020. He is primarily responsible for the operations and overall development of the casual dining business of
the Group, among which, the management of various brands, including “TeaWood”, “Pho Le”, “Tokyo Tsukiji”, “Fisher
& Farmer” and “Hot Pot Couple”.

Prior to joining the Group, Mr. Ho had 16 years’ experience in QSR management and operation, and was the CEO of
a chain catering group in Hong Kong. Mr. Ho was awarded the Leaders of Excellence Award by Capital Magazine in
2014.

Mr. Ho graduated from the University of Hong Kong with a bachelor’s degree in Science (Actuarial Science) and

completed the Advanced Management Program organized by Harvard Business School in the United States in July
1998 and February 2012 respectively.
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Mr. Wong Kin Pong Edmond, aged 44, joined our Group as finance director in February 2014 and was promoted as
senior director of the group finance department in January 2019. He has also been serving as company secretary since
14 December 2018. His responsibilities include overseeing the financial management and company secretarial matters
of our Group.

Mr. Wong has over 15 years of experience in financial management. Prior to joining our Group, he was the financial
controller at Select Service Partner Hong Kong Limited, a subsidiary of SSP Group PLC (LON: SSPG) from July 2013 to
February 2014. He served as group financial controller at bma Management Limited from November 2011 to February
2013, deputy director of the logistics, finance and account department and corporate sales department at Tao Heung
Holdings Limited (stock code: 0573) from November 2004 to November 2011.

Mr. Wong graduated with a bachelor’s degree in Business Administration (major in professional accountancy) from
the Chinese University of Hong Kong in December 1997. In July 2014, he obtained a master’s degree in Business
Administration from the University of Wales in the United Kingdom through distance learning.

Mr. Wong is currently a fellow at the Hong Kong Institute of Certified Public Accountants and The Association of
Chartered Certified Accountants and a chartered financial analyst at the CFA Institute.

Ms. Zhou Yuewu, aged 45, joined our Group in November 2004 and was appointed as our general manager (back
office and leasing) in January 2016. Her responsibilities include overseeing and managing finance, human resources,
administration, leasing and trademark matters in Mainland China.

Ms. Zhou has over 10 years of experience in administration and management in Mainland China. Prior to joining our
Group, Ms. Zhou served in Jianwei Real Estate Brokerage Limited* G2EEHEL 4B R A F]) in Shenzhen, Mainland
China from August 2001 to November 2004, and was responsible for company set up and finance matters from
August 2001 to April 2002 and finance management from May 2002 to November 2004.

Ms. Zhou graduated from the Changsha University of Science and Technology (formerly known as the Changsha
Communications University) with a diploma in Finance and Accounting System Management (3 & 5 EH#E %) in June

1997. She was qualified as an intermediate accountant conferred by Ministry of Finance of China in May 2005.

*  For identification purpose only
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The board of directors of the Company (the “Board”) presents its annual report together with the audited consolidated
financial statements of the Company and its subsidiaries (collectively the “Group”) for the year ended 31 December
2019.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities and other particulars of the principal
subsidiaries are set out in note 1 to the financial statements.

BUSINESS REVIEW

Further discussion and review on the business activities of the Group as required by Schedule 5 to the Companies
Ordinance (Cap. 622) of Hong Kong, including a description of the principal risks and uncertainties facing the Group,
material events that have occurred since the year-end date and an indication of likely future development in the
Group’s business are set out in the “Chairman’s Statement”, “Financial Highlights”, “Management Discussion and
Analysis”, “Corporate Governance Report” and “Four-Year Financial Summary” and in the accompanying notes to the
financial statements. The relevant discussions in these sections form part of this Annual Report.

In light of the Environmental, Social and Governance Reporting Guide as set out in Appendix 27 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), a separate
Environmental, Social and Governance Report will be published in due course.

COMPLIANCE WITH LAWS AND REGULATIONS

During the period from 13 June 2019 (the “Listing Date"”) and up to date of this Report, the Board was not aware of
any non-compliance with the applicable laws and regulations, which included Articles of Association of the Company
(the "Articles of Association”), the laws of Cayman Islands, the Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”), other laws and regulations, have a significant impact on the Company.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019 are set out in the consolidated statement of profit or
loss on page 53.

FINAL DIVIDEND

The Board has proposed the payment of a final dividend of HK1.80 cents per share for the year ended 31 December
2019 payable to the shareholders of the Company (“Shareholders”) whose names appear on the register of members
of the Company on Wednesday, 10 June 2020. The proposed dividend warrants are expected to be despatched to the
Shareholders on or before Friday, 3 July 2020, subject to the approval of the Shareholders at the forthcoming annual
general meeting of the Company (the “Annual General Meeting”).
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CLOSURE OF REGISTER OF MEMBERS

)

For determining the eligibility of the Shareholders to attend and vote at the Annual General Meeting or any
adjournment of such meeting:

The Annual General Meeting is scheduled to be held on Tuesday, 2 June 2020. For determining the eligibility to
attend and vote at the Annual General Meeting, the register of members of the Company will be closed from
Thursday, 28 May 2020 to Tuesday, 2 June 2020, both days inclusive, during which period no transfer of shares
of the Company will be registered. In order to be eligible to attend and vote at the Annual General Meeting, all
transfer forms duly accompanied by the relevant share certificates must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong, for registration not later than 4:30 p.m. on Wednesday, 27 May 2020.

For determining the entitlement of the Shareholders to the proposed final dividend:

For determining the entitlement to the proposed final dividend for the year ended 31 December 2019, the
register of members of the Company will be closed from Monday, 8 June 2020 to Wednesday, 10 June
2020, both days inclusive, during which period no transfer of shares of the Company will be registered. In
order to qualify for the proposed final dividend for the year ended 31 December 2019, all transfer forms duly
accompanied by the relevant share certificates must be lodged with the Company’s branch share registrar and
transfer office in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road
East, Hong Kong, for registration not later than 4:30 p.m. on Friday, 5 June 2020.

SHARE CAPITAL

Details of movements in the share capital of the Company during the period from the Listing Date and up to 31
December 2019 are set out in note 27 to the financial statements. Information about the share option of the Company
and details of movements in the share options of the Company for the year ended 31 December 2019 are set out in
the “Share Option Schemes” section in this report and in note 28 to the financial statements.

RESERVES

Details of movements in reserves of the Group for the year ended 31 December 2019 are set out in the consolidated
statement of changes in equity on pages 57 to 58 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group for the year ended 31 December 2019 are set
out in note 13 to the financial statements.
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DIRECTORS AND SERVICES CONTRACTS

The directors of the Company (the “Directors”) for the year ended 31 December 2019 and up to the date of this
report are:

Executive Directors:

Mr. Chan Wing On (Chairman)
Mr. Yuen Chi Ming

Mr. Lau Hon Kee

Ms. Chan Shuk Fong

Non-Executive Director:
Mr. Ho Ping Kee

Independent Non-Executive Directors:
Mr. Mak Ping Leung (alias: Mak Wah Cheung)
Mr. Wong Shiu Hoi Peter

Dr. Sat Chui Wan

In accordance with Article 84 of the articles of association of the Company (the “Articles of Association”), Mr. Chan
Wing On, Mr. Yuen Chi Ming, Mr. Lau Hon Kee, Ms. Chan Shuk Fong, Mr. Ho Ping Kee, Mr. Mak Ping Leung (alias:
Mak Wah Cheung), Mr. Wong Shiu Hoi Peter and Dr. Sat Chui Wan shall retire from office by rotation and, being
eligible, offer themselves for re-election at the forthcoming Annual General Meeting.

None of the Directors has a service contract with the Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

No transactions, arrangements or contracts of significance to which the Company or any of its subsidiaries was a party
and in which a Director or an entity connected with a Director had a material interest, whether directly or indirectly,
subsisted for the year ended 31 December 2019 or at any time for the year ended 31 December 2019.

MANAGEMENT CONTRACTS
Save for employment contracts, no other contracts, relating to the management and/or administration of the whole or

any substantial part of any business of the Company were entered into or subsisted for the year ended 31 December
2019.
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Tai Hing Group Holdings Limited

The Pre-IPO Share Option Scheme and Post-IPO Share Option Scheme of the Company (the “Share Option Schemes”)
were approved and conditionally adopted pursuant to the resolutions passed by the Shareholders on 22 May 2019 (the
" Adoption Date”). The details of the Share Option Schemes are as follows:

(a) Pre-IPO Share Option Scheme

1. The purpose of the Pre-IPO Share
Option Scheme

2. The participants of the Pre-IPO
Share Option Scheme

3. The total number of securities
available for issue under the Pre-
IPO Share Option Scheme together
with the percentage of the issued
shares that it represents as at the
date of the annual report

4.  The maximum entitlement of each

participant under the Pre-IPO
Share Option Scheme

5.  The option period

To motivate the grantees of the Pre-IPO Share Options to optimise
their future contributions to our Group and/or to reward them for
their past contributions, to attract and retain or otherwise maintain
on-going relationships with the grantees who are significant to and/
or whose contributions are or will be beneficial to the performance,
growth or success of the Group.

Senior management of our Group and employees of our Group

6,375,000 ordinary shares, representing approximately 0.6375% of
the issued share capital of the Company. No further options will be
granted on or after the Listing Date.

No options were granted to any eligible participant after the Listing
Date such that the total number of shares to be issued upon exercise
of options granted to the eligible participant exceeds 1% of the
Company'’s issued share capital from time to time.

No Pre-IPO share options granted shall become vested or exercisable
before the first anniversary of the Listing Date.

On the first anniversary of the Listing Date, 13 June 2020 (the “First
Exercisable Date”), 30% of the Pre-IPO Share Options (the “First
Batch Options”) granted to an individual grantee shall become vested
in and exercisable by such grantee, and all unexercised First Batch
Options shall lapse and be deemed as cancelled and void on the fifth
anniversary date of the First Exercisable Date.
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(a) Pre-IPO Share Option Scheme (Continued)

The amount payable on application
or acceptance of the option

The exercise price

The remaining life of the Pre-IPO
Share Option Scheme

On the second anniversary of the Listing Date, 13 June 2021 (the
“Second Exercisable Date"”), a further 30% of the Pre-IPO Share
Options (the “Second Batch Options”) granted to an individual
grantee shall become vested in and exercisable by such grantee, and
all unexercised Second Batch Options shall lapse and be deemed
as cancelled and void on the fifth anniversary date of the Second
Exercisable Date.

On the third anniversary of the Listing Date, 13 June 2022 (the “Third
Exercisable Date”), the remaining 40% of the Pre-IPO Share Options
(the “Third Batch Options”) granted to an individual grantee shall
become exercisable by such grantee, and all unexercised Third Batch
Options shall lapse and be deemed as cancelled and void on the fifth
anniversary date of the Third Exercisable Date.

A consideration of HK$1.00 is paid by each grantee.

The exercise price of the Pre-IPO Share Options will be HK$0.45.

The Pre-IPO Share Option Scheme remains in force until 21 May 2029.

Since the Adoption Date and up to 31 December 2019, there were 6,375,000 outstanding share options of the
Company under the Pre-IPO Share Option Scheme as at 31 December 2019.

Save as disclosed above, no share options of the Company were granted, exercised, cancelled or lapsed under the Pre-
IPO Share Option Scheme during the period from the Listing Date and up to 31 December 2019.
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For the year ended 31 December 2019, the movements of share options granted by the Company under the Pre-IPO
Share Option Scheme are as follows:

Exercise Outstanding
price per  Outstanding Granted Exercised Lapsed  Cancelled as at
share as at the during during during during 31December  Exercise

Participants Date of grant (HKS) ListingDate  theperiod  theperiod  theperiod  the period 2019  period
Senior Management
Mr. Wong Kin Pong Edmond 22 May 2019 045 600,000 - - - - 600,000  Notes
Ms. Zhou Yuewu 22 May 2019 0.45 600,000 - - - - 600,000  Notes
Other Grantees
Employees 22 May 2019 0.45 5,175,000 - - - - 5,175,000  Notes

Total for the Pre-IPO

Share Option Scheme 6,375,000 - - -

Notes:
(i)
(ii)

(iii)

(iv)

6,375,000

five years from the relevant exercisable date.

no share options granted under the Pre-IPO Share Option Scheme shall become vested or exercisable before the first anniversary date
of the Listing Date.

on the first anniversary of the Listing Date (the “First Exercisable Date"”), 30% of the Pre-IPO Share Options (the “First Batch Options”)
granted to an individual grantee shall become vested in and exercisable by such grantee, and all unexercised First Batch Options shall
lapse and be deemed as cancelled and void on the fifth anniversary date of the First Exercisable Date.

on the second anniversary of the Listing Date (the “Second Exercisable Date”), a further 30% of the Pre-IPO Share Options (the “Second
Batch Options”) granted to an individual grantee shall become vested in and exercisable by such grantee, and all unexercised Second
Batch Options shall lapse and be deemed as cancelled and void on the fifth anniversary date of the Second Exercisable Date.

on the third anniversary of the Listing Date (the “Third Exercisable Date"”), the remaining 40% of the Pre-IPO Share Options (the “Third

Batch Options”) granted to an individual grantee shall become exercisable by such grantee, and all unexercised Third Batch Options
shall lapse and be deemed as cancelled and void on the fifth anniversary date of the Third Exercisable Date.
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(b) Post-IPO Share Option Scheme

1. The purpose of the Post-IPO Share (a)
Option Scheme

The Post-IPO Share Option Scheme is a share incentive
scheme and is established to recognise and acknowledge the
contributions that Eligible Participants (as defined below) had
made or may make to our Group.

The Post-IPO Share Option Scheme will provide the Eligible
Participants with an opportunity to acquire proprietary interests
in our Company with the view to achieving the following
principal objectives:

(

) motivate the Eligible Participants to optimise their
performance and efficiency for the benefit of our Group;
and

(i) attract and retain or otherwise maintain ongoing
business relationship with the Eligible Participants whose
contributions are, will or expected to be beneficial to our
Group.

2. The participants of the Post-IPO The Board may at its discretion grant options to the following Eligible
Share Option Scheme Participants:

(i

(ii)

(iii)
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any Director, employee, consultant, professional, customer,
supplier, agent, partner or adviser of or contractor to our
Group or a company in which our Group holds an interest or a
subsidiary of such company (“Affiliate”); or

the trustee of any trust the beneficiary of which or any
discretionary trust the discretionary objects of which include any
Director, employee, consultant, professional, customer, supplier,
agent, partner or adviser of or contractor to our Group or an
Affiliate; or

a company beneficially owned by any Director, employee,
consultant, professional, customer, supplier, agent, partner,
adviser of or contractor to our Group or an Affiliate.
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SHARE OPTION SCHEMES (Continued)

(b) Post-IPO Share Option Scheme (Continued)

3. The total number of securities
available for issue under the Post-
IPO Share Option Scheme together
with the percentage of the issued
shares that it represents as at the
date of the annual report

4. The maximum entitlement of
each participant under the
Post-IPO Share Option Scheme

5. The period within which the
securities must be taken up under
an option

6.  The minimum period for which
an option must be held before it
can be exercised

The maximum number of shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised under the
Post-IPO Share Option Scheme and any other schemes must not, in
aggregate, exceed 10% of the issued share capital of our Company
from time to time. No options may be granted under any schemes of
our Company if this will result in the said 10% limit being exceeded.

The maximum number of shares which may be issued upon the
exercise of all options to be granted under the Pre-IPO Share Option
Scheme and Post-IPO Share Option Schemes shall not, in aggregate,
exceed 100,000,000 shares, representing 10% of the issued shares as
at the date of this report.

No option may be granted to any Eligible Participant which, if
exercised in full, would result in the total number of shares issued
and to be issued upon exercise of the options already granted or
to be granted to such Eligible Participant under the Post-IPO Share
Option Scheme (including exercised, cancelled and outstanding share
options) in the twelve-month period up to and including the date of
such new grant exceeding 1% in aggregate of the issued share capital
of our Company as at the date of such grant. Any grant of further
share options above this limit shall be subject to certain requirements
provided under the Listing Rules.

An option may be exercised in accordance with the terms of the Post-
IPO Share Option Scheme and the terms of grant thereof at any time
during the applicable option period, which is not more than ten years
from the date of grant of option.

There is no general requirement on the minimum period for which
an option must be held or the performance targets which must be
achieved before an option can be exercised under the terms of the
Post-IPO Share Option Scheme. However, at the time of granting
any option, our Board may, on a case by case basis, make such grant
subject to such conditions, restrictions or limitations including (without
limitation) those in relation to the minimum period of the options to
be held and/or the performance targets to be achieved as our Board
may determine in its absolute discretion.
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(b) Post-IPO Share Option Scheme (Continued)

9.

The amount payable on application An offer shall be accepted when the Company receive the duly signed

or acceptance of the option

The basis of determination of the
exercise price

The remaining life of the Post-IPO
Share Option Scheme

offer letter together with a non-refundable payment of HK$1.00 by
the grantee (or such other sum in any currency as our Board may
determine).

The exercise price for any share under the Post-IPO Share Option
Scheme shall be a price determined by our Board and notified to each
grantee and shall be not less than the highest of:

(i)  the closing price of a share as stated in the Stock Exchange's
daily quotations sheet on the date of grant of the relevant
option, which must be a business day;

(i) an amount equivalent to the average closing price of a share as
stated in the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant of the
relevant option; and

(i) the nominal value of a share on the date of grant.

The exercise price shall also be subject to any adjustments made in a
situation contemplated under the event of any alteration in our capital
structure while an option remains exercisable, and such event arises
from, including a capitalisation of our Company profits or reserves,
rights issue, consolidation, reclassification, subdivision or reduction
of the share capital of our Company, such corresponding alterations
(if any) shall be made to the number or nominal amount of shares
subject to the options so far as unexercised; and/or the exercise price;
and/or the method of exercise of the options; and/or the maximum
number of shares subject to the Post-IPO Share Option Schemes.

The Post-IPO Share Option Scheme remains in force until 21 May
2029.

Save as disclosed above, no share options of the Company were granted, exercised, cancelled or lapsed under the
Post-IPO Share Option Scheme during the period from the Listing Date and up to 31 December 2019.
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As at 31 December 2019, the interests and short positions of the Directors and chief executives of the Company
and their associates in the shares, underlying shares or debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance, Hong Kong (the “SFO")) as recorded in the
register maintained by the Company pursuant to Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 of the Listing Rules were as follows:

Long Position in the shares of the Company

Approximate

percentage

Number of of issued

ordinary ordinary shares

Name of Director Capacity shares held (Note (i)

Mr. Chan Wing On Interest of controlled corporation 529,969,500 (Note (i) 53.00%

("Mr. Chan") Interest of spouse 965,000 (Note (i) 0.09%

Ms. Chan Shuk Fong Beneficial owner 11,450,000 (Note (i) 1.15%
("Ms. Chan")

Notes:

(i) The percentage of shareholding is calculated on the basis of the Company’s total number of issued shares of 1,000,000,000 shares as
at 31 December 2019.

(i) Chun Fat Company Limited (“Chun Fat” ({£Z AR A7), directly owned as to approximately 70.67% by Mr. Chan). As at 31
December 2019, Chun Fat held 529,969,500 ordinary shares of the Company. Accordingly, Mr. Chan is deemed to be interested in
529,969,500 ordinary shares of the Company in which Chun Fat is interested. In addition, Ms. Leung Yi Ling (“Ms. Leung”), being
the spouse of Mr. Chan, is beneficially interested in 965,000 ordinary shares of the Company. Therefore, Mr. Chan is deemed to be
interested in 965,000 ordinary shares of the Company in which Ms. Leung is interested.

(i)~ Ms. Chan is beneficially interested in 11,450,000 ordinary shares of the Company.

(iv)  No pledging of shares by the controlling shareholders under Rule 13.21 of the Listing Rule.
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Interests in the shares of associated corporation of the Company

Approximate

percentage
Name of Number of of issued
associated ordinary ordinary shares
corporation Name of Director Capacity shares held (Note)
Chun Fat Mr. Chan Beneficial owner 141,342 70.67%
Chun Fat Mr. Lau Hon Kee Beneficial owner 25,116 12.56%
Chun Fat Mr. Ho Ping Kee Beneficial owner 19,866 9.93%
Chun Fat Mr. Yuen Chi Ming Beneficial owner 13,676 6.84%

Note:

The percentage of shareholding is calculated on the basis of the total number of issued shares of Chun Fat 200,000 shares as at 31
December 2019.

Save as disclosed above, as at 31 December 2019, none of the Directors and chief executives of the Company nor
their associates had any interests or short positions in any shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the SFO) as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

EQUITY-LINKED AGREEMENTS

Save as disclosed in the section headed “Share Option Schemes” above, no equity-linked agreements were entered
into by the Company for the year ended 31 December 2019 or subsisted at the end of the year.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Other than the Share Option Schemes as disclosed above, at no time for the year ended 31 December 2019 was the

Company or any its subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, underlying shares, the Company or any other body corporate.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSON'S INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2019, the following parties (other than the director of the Company) had interests or short
positions in the shares and underlying shares of the Company as recorded in the register maintained by the Company
pursuant to Section 336 of the SFO:

Long Position in the shares of the Company

Approximate

percentage

Number of of issued

ordinary ordinary shares

Name of Shareholder Capacity shares held (Note (i)

Chun Fat Company Limited Beneficial owner 529,969,500 53.00%
("Chun Fat”, 183 B[R A 7))

Leung Yi Ling (“Ms. Leung”) Beneficial owner 965,000 (Note (ii) 0.09%

Interest of spouse 529,969,500 (Note (ii) 53.00%

Notes:

(i) The percentage of shareholding is calculated on the basis of the Company’s total number of issued shares of 1,000,000,000 shares as
at 31 December 2019.

(ii) Ms. Leung, being the spouse of Mr. Chan, is deemed to be interested in 529,969,500 ordinary shares of the Company in which Mr.
Chan is interested.

Save as disclosed above, as at 31 December 2019, there were no other parties (other than the director of the
Company) who had interests or short positions in the shares or underlying shares of the Company as recorded in the
register maintained by the Company pursuant to Section 336 of the SFO.

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director or other officers of the Company shall be entitled to be
indemnified out of the assets of the Company against all losses or liabilities which he/she may sustain or incur in or
about the execution of the duties of his/her office or otherwise in relation thereto. The Company has maintained
appropriate Directors’ and officers’ liability insurance in respect of relevant legal actions against the Directors and
officers.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors is interest in any business apart from the Company'’s business that competes or is likely to
compete, either directly or indirectly, with the Company’s business.

MAJOR CUSTOMER AND SUPPLIERS

During the year, 22.6% of the Group’s purchases were attributable to the Group's five largest suppliers with the
largest supplier accounted for 6.7% of the Group's purchases. The Group's revenue from sales of goods or rendering
of services attributable to the Group’s five largest customers was less than 5%.

None of the Directors, their close associates or any Shareholders, which to the knowledge of the Directors owned more
than 5% of the Company’s total number of issued shares, had a beneficial interest in any of the Group’s five largest
suppliers and customers.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY"S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed securities
for the year ended 31 December 2019.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the Independent Non-Executive Director, an annual written confirmation
of his/her independence pursuant to Rule 3.13 of Listing Rules. The Company considers all of the Independent Non-
Executive Directors are independent.

EMOLUMENT POLICY

Details of the Directors’ and senior management’s emoluments and of the five highest paid individuals in the Group
are set out in note 8 and note 9 to the financial statements.

The emolument policy of the employees of the Group is set up by the senior management of the Group on the basis
of their merit, qualifications and competence.

The emoluments of the Directors and senior management of the Company are decided by the Remuneration
Committee, having regard to the Company’s operating results, individual performance and prevailing market
conditions.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association, or the laws of Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to the existing Shareholders.
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SUFFICIENCY OF PUBLIC FLOAT

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

DONATIONS
As at 31 December 2019, the Group made charitable and other donations amounting to approximately HK$1,173,000.

AUDITOR

A resolution will be submitted to the forthcoming Annual General Meeting to re-appoint Messrs. Ernst & Young as the
auditor of the Company.

On behalf of the Board

Chan Wing On
Chairman

Hong Kong, 26 March 2020
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The board of directors (the “Directors”) of the Company (the “Board”) is committed to maintaining high standard of
corporate governance practices and procedures and complying with the statutory and regulatory requirements with
an aim to maximising the value and interests of the shareholders of the Company (the “Shareholder”), as well as
enhancing the transparency and accountability to the stakeholders.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with the code provisions set out in of the Corporate Governance
Code and Corporate Governance Report (the “CG Code") contained in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

To the best knowledge of the Board, throughout the period from 13 June 2019 (the date of listing of the shares on
the Stock Exchange) to 31 December 2019 (the “Reporting Period”), the Company has complied with all the code
provisions as set out in the CG Code and applied the principles contained therein.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") set out in Appendix 10 of the Rules Governing the listing of Securities on the Stock Exchange (the “Listing
Rules”) as its own code of conduct for Directors in their dealing in the securities of the Company. In response to
specific enquiries made by the Company, all the Directors confirmed that they have complied with the required
standards set out in the Model Code throughout the Reporting Period.

BOARD OF DIRECTORS

The Board currently comprises eight Directors, in total, with four Executive Directors, one Non-Executive Director and
three Independent Non-Executive Directors. The composition of the Board during the Reporting Period and up to the
date of this report is set out as follows:

Executive Directors

Mr. Chan Wing On (Chairman)
Mr. Yuen Chi Ming

Mr. Lau Hon Kee

Ms. Chan Shuk Fong

Non-Executive Director
Mr. Ho Ping Kee

Independent Non-Executive Directors
Mr. Mak Ping Leung (alias: Mak Wah Cheung)
Mr. Wong Shiu Hoi Peter

Dr. Sat Chui Wan

Mr. Chan Wing On, the Chairman and Executive Director of the Company, is a cousin of Ms. Chan Shuk Fong (an
Executive Director of the Company) and the father of Mr. Chan Ka Keung (a member of the senior management of the

Company). Ms. Chan Shuk Fong is an aunt of Mr. Chan Ka Keung.

Save as disclosed above, there is no financial, business, family or other material/relevant relationships among the
members of the Board.
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During the Reporting Period, the Board has at least one-third in number of its members comprising Independent
Non-Executive Directors under Rule 3.10A of the Listing Rules and at least one of the Independent Non-Executive
Directors possesses appropriate professional qualifications or accounting or related financial management expertise
under Rule 3.10 of the Listing Rules. The Board has received from each Independent Non-Executive Director an annual
confirmation of his/her independence and considers that all the Independent Non-Executive Directors are independent

in accordance with Rule 3.13 of the Listing Rules.

The biographical details of Directors are set out in the section headed “Biographical Details of Directors and Senior

Management” on pages 14 to 21 of this Annual Report.

During the Reporting Period, 3 Board meetings were held and the attendance of each Director at the Board meetings is

set out as follows:

Number of

Board meetings
Name of Directors attended/held Attendance rate
Executive Directors
Mr. Chan Wing On (Chairman) 3/3 100%
Mr. Yuen Chi Ming 3/3 100%
Mr. Lau Hon Kee 3/3 100%
Ms. Chan Shuk Fong 3/3 100%
Non-Executive Director
Mr. Ho Ping Kee 3/3 100%
Independent Non-Executive Directors
Mr. Mak Ping Leung (alias: Mak Wah Cheung) 3/3 100%
Mr. Wong Shiu Hoi Peter 3/3 100%
Dr. Sat Chui Wan 3/3 100%
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The schedule of regular board meetings for a year is planned in the preceding year. Regular Board meetings are held
at least four times a year with at least 14 days' prior notice being given to all Directors. Additional Board meeting
will be arranged and held as and when required. The Directors may attend the Board meetings either in person or
through electronic means of communication. The Directors are provided with all relevant information in advance to
enable them to make informed decisions, and appropriate arrangements are in place to ensure that they are given an
opportunity to include matters in the agendas for the regular Board meetings. The company secretary of the Company
(the “Company Secretary”) assists the Chairman in preparing the agenda for meetings and each Director may request
the inclusion of items in the agenda, all applicable rules and regulations are observed and complied with. The agenda
and the accompanying Board papers are normally sent to all Directors at least 3 days before the intended date of a
regular Board meeting so that the Directors have time to review the documents.

Every Director is entitled to have access to Board papers and related materials and has unrestricted access to the
advice and services of the Company Secretary and seeks independent legal and professional advice in appropriate
circumstances for discharging their duties to the Company if so required. The Board and each Director also have
separate and independent access to the Company’s senior management. Directors will be continuously updated on the
latest development of the Listing Rules and other applicable regulatory requirements to ensure compliance and upkeep
of good corporate governance practices.

The Company is headed by an effective Board which oversees the Group’s businesses, strategic decisions and
performance and takes decisions objectively in the best interests of the Company. The Board has reviewed the
contribution required from all Directors to perform their responsibilities to the Company, and considered that each of
the Directors has been spending sufficient time and attention to the Company’s affairs.

Apart from regular Board meetings, the Chairman also held a meeting with Independent Non-Executive Directors
without the presence of other Directors during the Reporting Period under the code provision A.2.7 of the CG Code.

Directors’ Continuous Training and Development

In order to uphold good corporate governance, every newly appointed Director has received a formal and
comprehensive 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.

During the Reporting Period, the Company has arranged training for Directors to provide regular updates relating

to the roles, functions and duties, corporate governance and change in regulatory requirements so as to enable the
Directors to properly discharge their duties under the code provision A.6.5 of the CG Code.
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Directors’ Continuous Training and Development (Continued)

The training records of the Directors for the year ended 31 December 2019 are summarized as follows:
Attended Internally -

facilitated Briefings or Training,
Name of Directors Seminars, Reading Materials

Executive Directors

Mr. Chan Wing On (Chairman)
Mr. Yuen Chi Ming

Mr. Lau Hon Kee

Ms. Chan Shuk Fong

S~

Non-Executive Director
Mr. Ho Ping Kee

<

Independent Non-Executive Directors

Mr. Mak Ping Leung (alias: Mak Wah Cheung)
Mr. Wong Shiu Hoi Peter

Dr. Sat Chui Wan

AN

Directors’ and Officers’ Liabilities Insurance

The Company has arranged appropriate insurance cover for Directors’ and officers’ liabilities in respect of legal actions
against the Directors and officers of the Company and its subsidiaries arising out of corporate activities of the Group
under the code provision A.1.8 of the CG Code.

Role of Chairman and Chief Executive

The code provision A.2.1 of the CG Code stipulates that the roles of chairman and chief executive should be separate
and should not be performed by the same individual. Mr. Chan Wing On, the Chairman of the Board, is primarily
responsible for the leadership of the Board, ensuring that (i) all significant policy issues are discussed by the Board in
a timely and constructive manner; (ii) all Directors are properly briefed on issues arising at Board meetings; and (iii)
the Directors receive accurate, timely and clear information. The functions of the chief executive are performed by
Mr. Yuen Chi Ming, Mr. Lau Hon Kee and Ms. Chan Shuk Fong, the Executive Directors of the Company, who are
responsible for the day-to-day management of the Group’s business. The functions and responsibilities between the
Chairman and the chief executive are clearly segregated. This segregation of roles ensures reinforcement of their
independent, responsibility and accountability.

The list of Directors and their roles and function are available on the websites of the Stock Exchange and the Company.
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Appointment and Re-election of Directors

Each of the Executive Directors has entered into a service contract with the Company and each of the Non-Executive
Director and Independent Non-Executive Directors has entered into a letter of appointment with the Company and
appointed for a specific term, subject to retirement by rotation and re-election at least once every three years at the
annual general meeting of the Company (the “AGM") in accordance with the articles of association of the Company
(the "Articles of Association “). Any new Director appointed by the Board to fill a casual vacancy shall be subject to re-
election by Shareholders at the next AGM after appointment.

Board Diversity Policy

The Company has adopted a board diversity policy (the “Board Diversity Policy”) on 22 May 2019 which sets out
the approach to achieve a sustainable and balance development of the Company and also to enhance the quality of
performance of the Company under the code provision A.5.6 of the CG Code.

Under the Board Diversity Policy, the selection of candidates for appointment to the Board will be based on a range of
diversity criteria including but not limited to gender, age, cultural and educational background, ethnicity, professional
and industrial experience, business perspectives, skills, and any other factors. The ultimate decision will be based on
merit and the contribution that the selected candidates may bring to the Board.

The Board shall from time to time, through the Nomination Committee, monitor and review the Board Diversity Policy
to ensure it remains relevant to the Company’s needs and reflects current regulatory requirements and good corporate
governance practices.

Corporate Governance Functions

The Board is responsible for performing corporate governance duties set out in the code provision D.3.1 of the CG
Code, including but not limited, (i) to develop and review the Company’s corporate governance policies and practices;
(i) to review and monitor the training and continuous professional development of Directors and senior management
of the Group; (iii) to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements; (iv) to develop, review and monitor the compliance of the Model Code and employees written
guidelines; and (v) to review the Company’s compliance with the CG Code and disclosure in this report.
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The Board has established three committees, namely the Nomination Committee, Remuneration Committee and Audit
Committee for overseeing particular aspects of the Group's affairs, each of which has its specific written terms of
reference setting out its authority and duties. The committees report regularly to the Board and, where appropriate,
make recommendations on matters discussed.

Nomination Committee

The Nomination Committee comprises five members, including two Executive Directors, namely Mr. Chan Wing On
and Ms. Chan Shuk Fong, and three Independent Non-Executive Directors, namely Mr. Mak Ping Leung (alias: Mak
Wah Cheung), Mr. Wong Shiu Hoi Peter and Dr. Sat Chui Wan. The Chairman of the Nomination Committee is Mr.
Chan Wing On.

The meeting of the Nomination Committee shall be held at least once a year. During the Reporting Period, one
meeting was held and the attendance of each member at the meeting is set out as follows:

Number of meetings

Name of members attended/held Attendance rate
Mr. Chan Wing On (Chairman) 11 100%
Ms. Chan Shuk Fong 171 100%
Mr. Mak Ping Leung (alias: Mak Wah Cheung) 11 100%
Mr. Wong Shiu Hoi Peter 11 100%
Dr. Sat Chui Wan 11 100%

The major roles and functions of the Nomination Committee are as follows:

i) to review and monitor the structure, size and composition (including the skills, knowledge, experience and
diversity of perspectives) of the Board at least annually and make recommendations on any proposed changes
to the Board to complement the Company’s corporate strategy;

ii) to identify and nominate individuals suitably qualified to become Board members and select or make
recommendations to the Board on the selection of individuals nominated for directorships;

iii) to assess the independence of Independent Non-Executive Directors;

iv) to make recommendations to the Board on the appointment or re-appointment of Directors and succession
planning for Directors, in particular the Chairman and chief executive of the Company;

V) to review and monitor policy concerning diversity of Board members and make recommendations on any
proposed changes to the Board; and

Vi) to ensure that no Director or any of his/her associates is involved in approving his/her or any of his/her associates'’
nomination.

The Company has adopted a director nomination policy (the “Director Nomination Policy”) on 22 May 2019 which
sets out the procedures and criteria in relation to the selection, appointment and reappointment of Directors of
the Company and aims at ensuring that the Board has a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. The Board will regularly review the Director Nomination
Policy.

Further details of the selection criteria and the procedure are set out in the terms of reference of the Nomination
Committee which are available on the websites of the Stock Exchange and the Company.
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Remuneration Committee

The Remuneration Committee comprises five members, including two Executive Directors, namely Mr. Chan Wing On
and Ms. Chan Shuk Fong, and three Independent Non-Executive Directors, namely Mr. Mak Ping Leung (alias: Mak
Wah Cheung), Mr. Wong Shiu Hoi Peter and Dr. Sat Chui Wan. The Chairman of the Remuneration Committee is
Mr. Mak Ping Leung (alias: Mak Wah Cheung). The composition of the Remuneration Committee has complied with
the requirements as set out in Rule 3.25 of the Listing Rules that a majority of the members of the Remuneration
Committee should be Independent Non-Executive Directors and chaired by an Independent Non-Executive Director.

The meeting of the Remuneration Committee shall be held at least once a year. During the Reporting Period, two
meetings were held and the attendance of each member at the meeting is set out as follows:

Number of meetings

Name of members attended/held Attendance rate
Mr. Mak Ping Leung (alias: Mak Wah Cheung) (Chairman) 2/2 100%
Mr. Chan Wing On 2/2 100%
Ms. Chan Shuk Fong 2/2 100%
Mr. Wong Shiu Hoi Peter 2/2 100%
Dr. Sat Chui Wan 2/2 100%

The major roles and functions of the Remuneration Committee are as follows:

i) to review annually and recommend to the Board the overall remuneration policy and structure for the Directors
and senior management;

ii) to evaluate annually the performance of the Executive Directors and senior management and recommend to
the Board specific adjustments in remuneration and/or reward payments;

iii) to review and recommend the compensation payable to Executive Directors and senior management relating to
any loss or termination of their office or appointment;

iv) to review and recommend compensation arrangements relating to dismissal or removal of Directors for
misconduct;

V) to be responsible for establishing formal and transparent procedures for developing remuneration policy; and

) to ensure that no Director or any of his/her associates is involved in deciding his/her own remuneration.

Vv

The duties and authorities of the Remuneration Committee are set out in its terms of reference which are available on
the websites of the Stock Exchange and the Company.
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BOARD COMMITTEES (Continued)

Audit Committee

The Audit Committee comprises three Independent Non-Executive Directors, namely Mr. Mak Ping Leung (alias: Mak
Wah Cheung), Mr. Wong Shiu Hoi Peter and Dr. Sat Chui Wan. The Chairman of the Audit Committee is Dr. Sat Chui
Wan. The composition of the Audit Committee has complied with the requirements as set out in Rule 3.21 of the
Listing Rules that majority of the members of the Audit Committee should be Independent Non-Executive Director.

The meeting of the Audit Committee shall be held at least twice a year. During the Reporting Period, two meetings
were held and the attendance of each member at the meeting is set out as follows:

Number of meetings

Name of members attended/held Attendance rate
Dr. Sat Chui Wan (Chairman) 2/2 100%
Mr. Mak Ping Leung (alias: Mak Wah Cheung) 2/2 100%
Mr. Wong Shiu Hoi Peter 2/2 100%
During the Reporting Period and up to date of this report, the work performed by the Audit Committee includes the
following:

i) reviewed the financial reports for the six months ended 30 June 2019 and for the year ended 31 December

2019;
reviewed the effectiveness of the risk management and the internal control systems;
reviewed the external auditor’s statutory audit plan and engagement letters;

reviewed the management letter from the external auditor in relation to the audit of the Group for the year
ended 31 December 2019; and

reviewed and recommended for approval by the Board the audit scope and fees for the year ended 31
December 2019.

The major roles and functions of the Audit Committee are as follows:

Vi)

vii)

to consider the appointment, re-appointment and removal of the external auditor, the audit fees, and any
questions of resignation or dismissal of the external auditor of the Group;

to discuss the nature and scope of the audit with the external auditor;
to review the interim and annual financial statements before submission to the Board;

to discuss problems and reservations arising from the interim review and final audit, and any matters the
external auditor may wish to discuss;

to review the external auditor's management letter and management’s response; and to ensure that the Board
will provide a timely response to the issues raised in the external auditor's management letter;

to review the Group's financial controls, internal controls and risk management systems to ensure that they are
appropriate and functioning properly; and

to consider any findings of major investigations of internal control and risk management matters and
management'’s responses.
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EXTERNAL AUDITOR'S REMUNERATION

The remuneration paid or payable to the Company’s external auditor, Messrs. Ernst & Young, for the year ended
31 December 2019 is set out as follows:

Fee paid or payable
Services rendered HK$'000

Audit Services 2,980

Non-audit services

— Interim review 1,155
— Tax services 420
— Service provided in connection with initial public offering of the Company 1,725

6,280

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board has the responsibility to review annually the effectiveness of the Group’s risk management and internal
control systems covering all material controls, including financial, operational and compliance control. The Board,
through the Audit Committee, had reviewed the adequacy of resources, qualifications and experience of staff of the
Company’s accounting, internal audit and financial reporting functions, and their training programmes and budget.

The Group’s risk management and internal control systems are designed to provide reasonable, but not absolute,
assurance against material misstatement or loss; to manage rather than completely eliminate the risk of system failure;
and to assist in the achievement of the Group’s agreed objectives and goals. Systems and procedures are put in place
to identify, manage and control the risks of different businesses and activities.

The Company'’s risk management and internal control systems have been developed with the following principles,
features and processes:

i) The internal control system of the Company comprises a well-established organizational structure and
comprehensive polices and standards. The Board has clearly defined the authorities and key responsibilities of
each business and operational unit to ensure adequate checks and balances.

i) The management, in coordination with department heads, assessed the likelihood of risk occurrence, provides
treatment plans, and monitor the risk management progress, and reported to the Audit Committee and the
Board on all findings and the effectiveness of the systems.

iii) The internal audit department is responsible for performing independent review of the adequacy and
effectiveness of the risk management and internal control systems. The internal audit department examined
key issues in relation to the accounting practices and all material controls and provided its findings and
recommendations for improvement to the Audit Committee.
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RISK MANAGEMENT AND INTERNAL CONTROLS (Continued)

iv) The Board, as supported by the Audit Committee as well as the management report and the internal audit
findings, reviewed the risk management and internal control systems, including the financial, operational and
compliance controls, for the year ended 31 December 2019, and considered that such systems are effective
and adequate. The annual review also covered the financial reporting and internal audit function and staff
qualifications, experiences and relevant resources.

V) Whistleblowing procedures are in place to facilitate employees of the Company to raise, in confidence, concerns
about possible improprieties in financial reporting, internal control or other matters of the Company.

Vi) The Company has developed its Internal Guidelines on Inside Information which provides a general guide to
the Company’s Directors, senior management and relevant employees in handling inside information and
monitoring information disclosure. Control procedures have been implemented to ensure that the use of inside
information are strictly prohibited.

During the Reporting Period, no significant irregularity or deficiency in risk management and internal control systems
was required to draw the attention of the Board and the members of the Audit Committee.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the financial statements of the Company for the year
ended 31 December 2019. The Board is not aware of any material uncertainties relating to any events or conditions
that may cast significant doubt upon the Group's ability to continue as a going concern. The statement of the external
auditor of the Company regarding its reporting responsibilities on the financial statements of the Group is set out in
the Independent Auditor’s Report on pages 49 to 52.

SHAREHOLDERS' COMMUNICATION

A Shareholders’ communication policy was established on 22 May 2019. The Board recognizes the importance of
good communication with the Shareholders and to ensure that Shareholders’ views and concerns are appropriately
addressed. Information in relation to the Group is disseminated to the Shareholders in a timely manner through the
publication of interim and annual reports, announcements and circulars. All such published documents together with
the latest corporate information and news are also available on the websites of the Stock Exchange and the Company.
During the Reporting Period, no general meeting was held.

The Board considers that effective communication with the Shareholders is essential for enhancing investor relations
and investors, understanding of the Group's business performance and strategies. The Board strives to maintain an
ongoing dialogue with the Shareholders and, in particular, through the AGM or other general meetings as a useful
forum for the Shareholders to exchange views with the Board. The Chairmen of the Audit Committee, Remuneration
Committee and Nomination Committee or in their absence, another member of the respective committees or failing
that their respective duly appointed delegate, are also available to answer the Shareholders’ questions at the AGM.
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Separate resolutions are proposed at the general meetings of the Company for each substantially separate issue,
including the election and re-election (as the case may be) of individual Directors.

The forthcoming AGM will be held on Tuesday, 2 June 2020, the notice of which will be sent to the Shareholders at
least 20 clear business days before the meeting. An explanation of the detailed procedures of conducting a poll will
be provided to Shareholders at the commencement of the AGM. The poll results will be published on the websites of
the Stock Exchange and the Company in accordance with the requirements of the Listing Rules. All Shareholders are
encouraged to attend the general meetings or to appoint proxies to attend and vote at the meetings on their behalf if
they are unable to attend the meetings in person.

SHAREHOLDERS' RIGHTS
Proposing a Person for Election as a Director

Pursuant to Article 85 of the Articles of Association, if a Shareholder wishes to propose a person other than a retiring
director for election as a Director at a general meeting, he/she can deposit a written notice at the head office and
principal place of business in Hong Kong at 13/F., Chinachem Exchange Square, 1 Hoi Wan Street, Quarry Bay, Hong
Kong for the attention of the Company Secretary or at the Company’s branch share registrar and transfer office in
Hong Kong, Tricor Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong. The
period for lodgment of such notice will commence no earlier than the day after the despatch of the notice of the
general meeting and end no later than seven (7) days prior to the date of such general meeting. The procedures for
a Shareholder to propose a person for election as a Director at general meeting are available on the websites of the
Stock Exchange and the Company.

An up to date version of the Articles of Association is available on the websites of the Stock Exchange and the
Company .
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Convening an Extraordinary General Meeting

Pursuant to Article 58 of the Articles of Association, an extraordinary general meeting can be convened on the
requisition of any one or more Shareholders holding at the date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company having the right of voting at general meetings of the Company. Such requisition
shall be made in writing to the Company Secretary for the purpose of requiring an extraordinary general meeting to
be called by the Board for the transaction of any business specified in such requisition; and such meeting shall be held
within two (2) months after the deposit of such requisition.

If within twenty-one (21) days of such deposit the Board fails to proceed to convene such meeting, the requisitionist(s)
himself (themselves) may do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s) by the Company.

The requisition must be signed by the requisitionist(s) and deposited at the registered office of the Company at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands or the head office and principal
place of business of the Company in Hong Kong at 13/F., Chinachem Exchange Square, 1 Hoi Wan Street, Quarry Bay,
Hong Kong for the attention of the Company Secretary.

Shareholders may refer to the Articles of Association for further details of the rights of Shareholders.
Putting Forward Proposals at General Meetings

Shareholders who wish to move a resolution may request the Company to convene a general meeting in accordance
with the procedures set out in the preceding paragraph. Shareholders can also send enquiries and proposals putting
forward for Shareholders’ consideration at Shareholders’ meetings to the Board in writing to the head office and
principal place of business of the Company in Hong Kong at 13/F., Chinachem Exchange Square, 1 Hoi Wan Street,
Quarry Bay, Hong Kong or directly by raising questions at the general meeting of the Company.

Enquiries to the Board

Shareholders should direct their enquiries about their shareholding to the Company’s branch share registrar and
transfer office in Hong Kong, Tricor Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong. Other Shareholders’ enquiries can be directed to the head office and principal place of business of the
Company in Hong Kong as set out in the Corporate Information Section of this Annual Report for the attention of the
Company Secretary.
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DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”) on 22 May 2019 which aims at providing stable
and sustainable returns to its Shareholders. In deciding whether to propose a dividend and in determining the dividend
amount, the Board will take into account, inter alia, the Group’s operation results, gearing, general financial condition
of the Group, liquidity position, the Group’s expected working capital requirements and future expansion plans and
any other factors that the Board may deem appropriate. 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. The Board will regularly review the Dividend Policy and will amend and/or modify the dividend policy
if necessary.

Any declaration or proposed payment of dividend or distribution by the Company is also subject to any requirements
and restrictions under the Companies Laws of the Cayman Islands, the Articles of Association and any other applicable
laws, rules and regulations.

COMPANY SECRETARY

Mr. Wong Kin Pong Edmond has been appointed as the Company Secretary since 2019. All Directors have access
to the advice and services of the Company Secretary. The Company Secretary reports to the Chairman on board
governance matters, and is responsible for ensuring that Board procedures are followed and for facilitating
communications among Directors as well as with Shareholders and management.

During the Reporting Period, Mr. Wong undertook over 15 hours of relevant professional training pursuant to Rule 3.29
of the Listing Rules.

On behalf of the Board

Chan Wing On
Chairman

Hong Kong, 26 March 2020
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EY Central, Hong Kong
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To the shareholders of
Tai Hing Group Holdings Limited
(Incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Tai Hing Group Holdings Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 53 to 147, which comprise the consolidated statement of financial
position as at 31 December 2019, and the consolidated statement of profit or loss, 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 FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report. We 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 matters are those matters that, in our professional judgement, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the accompanying consolidated financial statements.
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KEY AUDIT MATTERS (Continued)

Key audit matter How our audit addressed the key audit matter

Impairment assessment of property, plant and equipment (“PPE”) and right-of-use assets (“ROU assets”)

As at 31 December 2019, the Group had property, plant
and equipment of HK$586,996,000 and right-of-use
assets of HK$1,696,543,000. The Group’s management
performed impairment assessment of property, plant
and equipment and right-of-use assets for identified
restaurants that continued to underperform by
estimating the recoverable amount of their property,
plant and equipment and right-of-use assets based
on value in use calculation. Impairment losses of
approximately HK$3,334,000 and HK$26,229,000 have
been recorded to reduce the carrying amount of certain
property, plant and equipment and right-of-use assets,
respectively, to their estimated recoverable amounts.
Significant judgement was involved in the assessment
of the recoverable amounts of the property, plant and
equipment and right-of-use assets of those restaurants,
including assumptions on the budgeted gross margin of
respective restaurants and discount rate.

Relevant disclosures of property, plant and equipment
and right-of-use assets are set out in notes 3 and 13 to
the financial statements.

Our audit procedures included, among others,
evaluating the Group’s policies and procedures in
identifying impairment indicators and assessing
management’s significant assumptions adopted, in
particular those relating to the cash flow forecasts,
by reviewing the Group’s business plan, comparing
with the market discount rate and inflation rate and
evaluating the growth rate by comparing to market data
such as forecasted number of tourists. Our procedures
also included a comparison of the cash flow forecasts
with historical data of the Group.

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the
information included in the Annual Report, other than 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. We have nothing to report in this regard.
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RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors of the Company 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 of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for overseeing
the Group’s financial reporting process.

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

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

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

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

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Chau Suet Fung.

Ernst & Young
Certified Public Accountants
Hong Kong

26 March 2020
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2019 PAONES]

HK$'000 HK$'000

REVENUE 5 3,252,250 3,126,053
Cost of materials consumed (932,544) (887,062)
Gross profit 2,319,706 2,238,991
Other income and gains, net 5 25,395 20,286
Gain on disposal of non-current assets classified as held for sale - 162,614
Staff costs (1,096,440) (1,033,250)
Depreciation and amortisation (155,762) (147,813)
Amortisation for right-of-use assets (355,190) -
Rental and related expenses (131,763) (453,606)
Other operating expenses, net (416,400) (397,370)
Finance costs 7 (54,768) (21,203)
Listing expenses (18,016) (10,973)
PROFIT BEFORE TAX 6 116,762 357,676
Income tax expense 10 (39,595) (52,742)
PROFIT FOR THE YEAR 77,167 304,934

Profit for the year attributable to:

Owners of the Company 76,864 304,934
Non-controlling interests 303 -
77,167 304,934

EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY
— Basic 12 HK8.65 cents HK40.66 cents

— Diluted 12 HK8.62 cents HK40.66 cents
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Year ended 31 December 2019

2019 AONES]
HK$’000 HK$'000
PROFIT FOR THE YEAR 77,167 304,934
OTHER COMPREHENSIVE LOSS
Other comprehensive income/(loss) that may be reclassified to

profit or loss in subsequent periods:

Exchange differences on translation of foreign operations (11,696) (13,655)

Reclassification adjustment for foreign operations deregistered

during the year (1,093) (1,270)

Release of exchange reserve upon disposal of subsidiaries 32 - 976

(12,789) (13,949)
Other comprehensive income that will not be reclassified to

profit or loss in subsequent periods:

Gain on asset revaluation 14 4,631 -
Other comprehensive loss for the year (8,158) (13,949)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX 69,009 290,985
Attributable to:

Owners of the Company 68,766 290,985

Non-controlling interests 243 -

69,009 290,985
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31 December 2019

2019 2018

Notes HK$'000 HK$'000

NON-CURRENT ASSETS
Property, plant and equipment, prepaid land lease payments and

right-of-use assets 13 2,283,539 815,454
Investment properties 14 29,945 10,655
Intangible assets 15 1,167 400
Prepayments, deposits and other receivables 18 143,425 136,249
Deferred tax assets 26 21,174 19,741
Total non-current assets 2,479,250 982,499
CURRENT ASSETS
Inventories 16 77,097 56,555
Trade receivables 17 24,503 18,700
Prepayments, deposits and other receivables 18 112,076 95,353
Due from related companies 19 - 302
Financial assets at fair value through profit or loss 20 - 851
Tax recoverable 744 2,785
Cash and cash equivalents 21 711,079 242,162
Total current assets 925,499 416,708

CURRENT LIABILITIES

Trade payables 22 120,611 110,468
Other payables and accruals 23 216,424 216,870
Contract liabilities 24 83,897 75,062
Interest-bearing bank borrowings 25 137,613 112,357
Lease liabilities 13(b)(iii) 550,065 -
Tax payable 28,343 17,838
Total current liabilities 1,136,953 532,595
NET CURRENT LIABILITIES (211,454) (115,887)
TOTAL ASSETS LESS CURRENT LIABILITIES 2,267,796 866,612
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31 December 2019

2019

Notes HK$'000

NON-CURRENT LIABILITIES

2018
HK$'000

Lease liabilities 13(b)(iii) 1,081,188 -

Other payables and accruals 23 37,325 68,236

Interest-bearing bank borrowings 25 169,849 424,802

Deferred tax liabilities 26 8,580 7,529

Total non-current liabilities 1,296,942 500,567

Net assets 970,854 366,045

EQUITY

Equity attributable to owners of the Company

Issued capital 27 10,000 1

Reserves 29 956,721 366,044
966,721 366,045

Non-controlling interests 4,133 -

Total equity 970,854 366,045

Chan Wing On Chan Shuk Fong
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2019

Attributable to owners of the Company

Asset  Exchange Share Non-
Issued Share  Capital revaluation fluctuation Statutory  option  Retained controlling Total
capital  premium  reserve  reserve  reserve  reserve  reserve profits Total interests equity
HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000
(note 27) (note 29(a)) (note 29(b)) (note 29(c))
At 31 December 2018 1 - 118643 576 (15,789) 6,455 - 25,159 366,045 - 366,045
Effect of adoption of HKFRS 16
(note 2.3) - - - - - - - (121,357)  (121,357) - (121357
At 1 January 2019 (restated) 1 - 118643 576 (15,789) 6,455 - 134802 244,688 - 204,688
Profit for the year - - - - - - - 76864 76,864 303 71,167
Other comprehensive loss
for the year:
Exchange differences on
translation of foreign
operations - - - - (1,636) - - - (11,636) (60)  (11,69)
Release of exchange reserve
upon liquidation of a subsidiary - - - - (1,093) - - - (1,093) - (1,093)
(ain on asset revaluation
(note 14) - - - 4,631 - - - - 4,631 - 4,631
Total comprehensive income
for the year - - - 4631 (12729 - - 76864 068,766 243 69,009
Appropriation to statutory reserve - - - - - 191 - (191) - - -
Issue of new shares pursuant to
the capitalisation (note 27(¢)) 7499 (7.499) - - - - - - - - -
New shares issuied pursuant to
the share offer (note 27(f)) 2,500 747,500 - - - - - - 750,000 - 750,000
Share issuance cost (note 27(f)) - (26513 - - - - - - (26513) - (26513
Equity-settled share option
arrangement - - - - - - 2,180 - 2,180 - 2,180
Contribution from a non-
controlling shareholder of
a subsidiary - - - - - - - - - 3,890 3,890
Dividends (note 11) - - - - - - - (72400)  (72,400) - (12.400)
At 31 December 2019 10000  713488*  118643* 5207  (28518)*  7246*  2,180%  138475% 966,721 4133 970,854
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2019

Attributable to owners of the Company

Asset  Exchange

Issued Capital revaluation ~fluctuation ~ Statutory  Retained Total
capital reserve reserve reserve reserve profits equity
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
(note 27) (note 29(a)) (note 29(b)) (note 29(c))
At 1 January 2018 1 118,643 576 (1,840) 6,055 74,225 197,660
Profit for the year - - - - - 304,934 304,934

Other comprehensive income for the year:
Exchange differences on translation of

foreign operations - - - (13,655) - - (13,655)
Release of exchange reserve upon
liquidation of a subsidiary - - - (1,270) - - (1,270)
Release of exchange reserve upon
disposal of subsidiaries (note 32) - - - 976 - - 976
Total comprehensive income for the year - - - (13,949) - 304934 290,985
Appropriation to statutory reserve - - - - 400 (400) -
Dividends paid to the then shareholders
(note 11) - - - - - (102,600) (102,600
Interim dividend (note 11) - - - - - (20,000) (20,000)
At 31 December 2018 1 118,643* 576*  (15,789)* 6,455*  256,159* 366,045

* These reserve accounts comprise the consolidated reserves of HK$956,721,000 (2018: HK$366,044,000) in the consolidated
statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Notes

2019

HK$’000

2018
HK$'000

Profit before tax 116,762 357,676
Adjustments for:
Finance costs 7 54,768 21,203
Bank interest income 5 (7,505) (1,750)
Interest income from related companies 5 - (1,181)
Loss on disposal of items of property, plant, and equipment 6 8,466 6,612
Gain on disposal of a subsidiary 5 - (472)
Gain on disposal of non-current assets classified as held for sale 6 - (162,614)
Depreciation 6 155,608 147,180
Amortisation of land lease payments 6 - 476
Amortisation of intangible assets 6 154 157
Amortisation of right-of-use assets 6 355,190 -
Impairment of items of property, plant and equipment 6 3,334 2,070
Impairment of right-of-use assets 6 26,229 -
Fair value (gain)/loss on financial assets at fair value
through profit or loss 6 (104) 132
Fair value gain on investment properties 5 (102) (24)
Gain on deregistration of subsidiaries 5 (1,093) (1,270)
Cash coupon forfeited 5 (1,676) (1,106)
Equity-settled share option expenses 6 2,180 -
712,211 367,089
Increase in inventories (21,019) (18,072)
(Increase)/decrease in trade receivables (5,920) 392
Increase in prepayments, deposits and other receivables (30,582) (13,160)
Movement in balances with related parties - 1,556
Movement in balances with related companies 30(a)(i) 302 237,577
Decrease in an amount due from a director - 11,158
Increase/(decrease) in trade payables 10,869 (1,710)
Increase in other payables and accruals 30(a)(ii) 18,178 20,017
Increase in contract liabilities 10,512 13,451
Cash generated from operations 694,551 618,298
Hong Kong profits tax paid (7,527) (46,542)
Overseas tax paid (3,150) (25,417)
Net cash flows from operating activities 683,874 546,339
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2019

Notes

CASH FLOWS FROM INVESTING ACTIVITIES

2019

HK$’000

2018
HK$'000

Interest received 5 7,505 2,931
Purchases of items of property, plant and equipment and right-of-use assets 13 (230,119) (222,079)
Purchase of intangible assets 15 (921) -
Proceeds from disposal of items of property, plant and equipment 2,512 4,759
Proceeds from disposal of financial assets at fair value through profit

and loss 955 -
Proceeds from disposal of debt investment at amortised cost - 57,701
Disposal of a subsidiary 32 - 9,560
Proceeds from disposal of non-current assets classified as held for sales  30(a)(i) = 206,474
Net cash flows from/(used in) investing activities (220,068) 59,346
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 27 723,487 -
New bank borrowings 30(b) 130,000 779,800
Repayment of bank borrowings 30(b) (359,697) (1,261,819)
Principal portion of lease payments 13(b)(iii),

30(b) (399,639) -

Interest paid on bank borrowings (14,370) (21,203)
Dividends paid (72,400) (20,000)
Contribution from a non-controlling shareholder of a subsidiary 3,890 -
Net cash flows from/(used in) financing activities 11,271 (523,222)
NET INCREASE IN CASH AND CASH EQUIVALENTS 475,077 82,463
Cash and cash equivalents at beginning of year 242,162 164,682
Effect of foreign exchange rate changes, net (6,160) (4,983)
CASH AND CASH EQUIVALENTS AT END OF YEAR 711,079 242,162
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 21 307,457 242,162
Non-pledged time deposits with original maturity of less than three

months when acquired 21 403,622 -
Cash and cash equivalents as stated in the

consolidated statement of financial position 711,079 242,162
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Tai Hing Group Holdings Limited

NOTES TO FINANCIAL STATEMENTS

31 December 2019

1. CORPORATE INFORMATION

The Company is a limited liability company incorporated in the Cayman Islands on 11 December 2017. The
registered address of the Company is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The principal place of business of the Company is located at 13/F, Chinachem Exchange Square,
1 Hoi Wan Street, Quarry Bay, Hong Kong.

The Company is an investment holding company. During the year, the Group was engaged in the operation and
management of restaurants.

In the opinion of the directors of the Company, Chun Fat Company Limited, a company incorporated in the
British Virgin Islands (the “BVI") on 30 November 2017, is the immediate and ultimate holding company of the
Company. The controlling shareholders of the Company and its subsidiaries are Mr. Chan Wing On, Mr. Yuen
Chi Ming, Mr. Lau Hon Kee and Mr. Ho Ping Kee (the “Controlling Shareholders”) immediately before and after
the group reorganisation (“Reorganisation”). Details of the Reorganisation are set out in the prospectus dated 30
May 2019 issued by the Company (the “Prospectus”).

On 13 June 2019, the shares of the Company were listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as follows:
Place of Issued

incorporation/ ordinary/  Percentage of equity
registration registered attributable

and business share capital to the Company Principal activities
Direct  Indirect

Tai Hing Group Holdings BVI Us$21 100 - Investment holding
(BVI) Limited

Auto Plus Limited Hong Kong HK$100 - 100 Licence holding

Auto Success Enterprise Hong Kong HK$100 - 100 Investment holding
Limited

Best Domain Limited Hong Kong HK$100 - 100 Investment holding

Bright Rich (China) Limited Hong Kong HK$10,000 - 100 Investment holding
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NOTES TO FINANCIAL STATEMENTS

31 December 2019

1. CORPORATE INFORMATION (Continued)

Place of Issued
incorporation/ ordinary/  Percentage of equity
registration registered attributable

and business share capital to the Company Principal activities
Direct  Indirect

Café 308 Limited Hong Kong HK$100 - 100 Restaurant operation

Chance Spread Limited Hong Kong HK$100 - 100 Licence holding

CTC Congee Limited Hong Kong HK$1,300,000 - 100 Restaurant operation

Delighted City Limited Hong Kong HK$100 - 100 Licence holding

Double Reward Limited Hong Kong HK$100 - 100 Property holding

Easy Empire Company Hong Kong HK$200,000 - 100 Licence holding
Limited

Gold Business International Hong Kong HK$10,000 - 100 Property holding
Company Limited

Gold Rainbow Limited Hong Kong HK$10,000 - 100 Licence holding

Great Art Development Hong Kong HK$100 - 100 Investment holding
Limited

Great Reward Enterprise Hong Kong HK$100 - 100 Property holding
Limited

Huge Profit Star Limited Hong Kong HK$100 - 100 Investment holding

Hugh Boom Limited Hong Kong HK$100 - 100 Investment holding
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1. CORPORATE INFORMATION (Continued)

Place of

incorporation/

registration

and business

Issued
ordinary/
registered

share capital

Tai Hing Group Holdings Limited

Percentage of equity
attributable
to the Company
Direct  Indirect

Principal activities

Men Wah Catering
Management Limited**

Miyasaki Yakiniku Company
Limited

Niceway International
Enterprise Limited

Nice Bloom Investment
Limited

Original Taste Catering
Company Limited

Record Sino Limited
Roast.Pot Limited
Steerhead Limited

Sun Hing Food Factory
Limited

Sun Smart Limited

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong
Hong Kong
Hong Kong

Hong Kong

Hong Kong

HK$100

HK$100

HK$100

HK$100

HK$100

HK$100

HK$100

HK$100

HK$100

HK$100,000

- 100 Investment holding

- 100 Restaurant operation

- 100 Investment holding

- 100 Investment holding

- 100 Licence holding

- 100 Property holding
- 100 Restaurant operation
- 100 Lease holding

- 100 Licence holding

- 100 Licence holding

Annual Report 2019 63



Tai Hing Group Holdings Limited

NOTES TO FINANCIAL STATEMENTS

31 December 2019

1. CORPORATE INFORMATION (Continued)

Place of Issued
incorporation/ ordinary/  Percentage of equity
registration registered attributable

and business share capital to the Company Principal activities
Direct  Indirect

Tai Hing Catering Limited Hong Kong HK$10,000 - 100 Property holding

Tai Hing Catering Management ~ Hong Kong HK$4,006,000 - 100 Investment holding
(China) Limited

Tai Hing Catering Management ~ Hong Kong MOP25,000 - 100 Restaurant operation
(Macau) Limited

Tai Hing Gourmet Limited Hong Kong HK$100 - 100 Investment holding

Tai Hing Worldwide Hong Kong HK$10,000 - 100 Restaurant operation

Development Limited

TeaWood Taiwanese Hong Kong HK$100 - 100 Restaurant operation
Dining Bar Limited

Tokyo Tsukiji Ramen Limited Hong Kong HK$100 - 100 Restaurant operation
Total Charm Limited Hong Kong HK$100 - 100 Licence holding
Well Champ International Hong Kong HK$100 - 100 Investment holding

Development Limited
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1. CORPORATE INFORMATION (Continued)

Place of Issued
incorporation/ ordinary/  Percentage of equity
registration registered attributable

and business share capital to the Company Principal activities
Direct  Indirect

VIET Corner Limited Hong Kong HK$100 - 100 Restaurant operation
Wealthy Grace Investment Hong Kong HK$100 - 100 Investment holding
Limited
REKERMAEBAF The People's Republic of HK$101,350,000 - 100 Operating of food
China (The "PRC") factory

KEHEERE(REH)BRAR*  The PRC HK$88,000,000 - 100 Restaurant operation
BEMAREZESHEEER AR The PRC RMB1,000,000 - 100 Restaurant operation
HEARERERERAR The PRC RMB1,000,000 - 100 Restaurant operation
FEREZHERER NG The PRC RMB1,000,000 - 100 Restaurant operation
MMAREREEFR AR The PRC RMB1,000,000 - 100 Restaurant operation
BNARERER BB AR The PRC RMB100,000 - 100 Restaurant operation
tRAEZHERER NG The PRC RMB1,000,000 - 100 Restaurant operation
KEABBHREBRBRAA*  ThePRC RMB1,000,000 - 100 Restaurant operation
BMKEZHERBRAR*  ThePRC RMB100,000 - 100 Restaurant operation
BEARZERRBERRE*  ThePRC RMB2,050,000 - 100 Restaurant operation
BEEREZHERAR LR The PRC RMB100,000 - 100 Restaurant operation
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1. CORPORATE INFORMATION (Continued)

Place of Issued
incorporation/ ordinary/  Percentage of equity
registration registered attributable

and business share capital to the Company Principal activities
Direct  Indirect

BEABEHEREBAR*  ThePRC RMB1,050,000 - 100 Restaurant operation
FILAEZHERER A The PRC RMB100,000 - 100 Restaurant operation
BMNSEEESHERER AR  ThePRC HK$1,000,000 - 100 Restaurant operation
RIFEETERERBRAR*  The PRC RMB100,000 - 100 Restaurant operation
FERBEERERARAT*  The PRC RMB100,000 - 100 Restaurant operation
MMNEEEEREBERAA*  ThePRC RMB 100,000 - 100 Restaurant operation
EREBIERERBRAR*  The PRC RMB100,000 - 100 Restaurant operation
FAREHER(RY)BRAR*  The PRC HK$14,000,000 - 100 Restaurant operation
BNRAERERERLD The PRC RMB100,000 - 100 Restaurant operation
RGBT EZABRAR*  The PRC HK$15,000,000 - 100 Property holding

R ERER (ORI The PRC HK$41,000,000 - 100 Restaurant operation

BRAR

BBERER(R)ERADA*  The PRC HK$1,000,000 - 100 Restaurant operation
BNREERERER AR The PRC RMB100,000 - 100 Restaurant operation
MNBBRRERBRAA ™ ThePRC RMB100,000 - 100 Restaurant operation

66 Annual Report 2019



NOTES TO FINANCIAL STATEMENTS

31 December 2019

1. CORPORATE INFORMATION (Continued)

Place of

incorporation/
registration
and business

Issued
ordinary/
registered
share capital

Tai Hing Group Holdings Limited

Percentage of equity
attributable
to the Company
Direct  Indirect

Principal activities

BEEGEENER The PRC RMB100,000 - 100 Restaurant operation
BRAR
FEZHERE(FI)BMR AR The PRC RMBO - 100 Restaurant operation
HEGEEREBBRAA > ThePRC RMB100,000 - 100 Restaurant operation
BHREABERER The PRC RMB100,000 - 100 Restaurant operation
BRAT*
BENGEEZHERER LR The PRC RMB100,000 - 100 Restaurant operation
BERBERERERAA N ThePRC RMB100,000 - 100 Restaurant operation
EGSELZHERER AR ThePRC RMB100,000 - 100 Restaurant operation
EMFRAEREERAR*  ThePRC RMB100,000 - 100 Branding design
management
REKEZHEBRBMRAR ™  ThePRC HK$8,000,000 - 100 Restaurant operation
SEXEZHBMHAR AR Taiwan NTD15,000,000 - 51 Restaurant operation
* Not audited by Ernst & Young, Hong Kong or another member firm of the Ernst & Young global network

**  The subsidiary was newly incorporated during the year.
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31 December 2019

2.1

2.2

68

BASIS OF PRESENTATION

As at 31 December 2019, the Group had net current liabilities of HK$211,454,000 which included current
portion of lease liabilities of HK$550,065,000. The Directors believe that the Group has sufficient cash flows from
operations to meet its liabilities as and when they fall due. Therefore, the consolidated financial statements are
prepared on a going concern basis.

Should the Group be unable to continue as a going concern, adjustments would have to be made to write down
the value of assets to their recoverable amounts and to provide for any further liabilities which might arise and
to reclassify non-current assets and non-current liabilities as current assets and current liabilities, respectively. The
effect to these adjustments has not been reflected in the consolidated financial statements.

Pursuant to the Reorganisation, as more fully explained in the paragraph headed “Reorganisation” in the
section headed “History, Development and Reorganisation” as set out in the Prospectus, the Company became
the holding company of the companies now comprising the Group on 28 December 2017, except for certain
companies which became subsidiaries of the Company on 4 September 2018. The companies now comprising
the Group were under the common control of the Controlling Shareholders before and after the Reorganisation.
Accordingly, the financial information has been prepared on a consolidated basis by applying the principle of
merger accounting.

The consolidated statement of profit or loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows of the Group include
the results and cash flows of all companies now comprising the Group from the earliest date presented or
since the date when the subsidiaries and/or businesses first came under the common control of the Controlling
Shareholders, where this is a shorter period.

All intra-group transactions and balances have been eliminated in full on consolidation.
BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical cost convention, except for an investment
property and the financial assets at fair value through profit or loss which have been measured at fair value.
These financial statements are presented in Hong Kong dollars (“HK$") and all values are rounded to the nearest
thousand except when otherwise indicated.
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NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.2 BASIS OF PREPARATION (Continued)
Basis of consolidation

A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee and
has the ability to affect those returns through its power over the investee (i.e., existing rights that give the Group
the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

(@  the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(¢)  the Group’s voting rights and potential voting rights.

The results of subsidiaries are consolidated from the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company
and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.
All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest of
a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the
subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the Group had directly disposed of the related assets or
liabilities.
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2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

70

The Group has adopted the following new and revised HKFRSs for the first time for the current year’s financial
statements.

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

HKFRS 16 Leases

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Annual Improvements 2015-2017 Cycle Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23

Other than as explained below regarding the impact of HKFRS 16, the adoption of the above new and revised
HKFRSs has had no significant financial effect on these financial statements.

HKFRS 16 replaces HKAS 17 Leases, 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. The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to account for all leases under a single on-balance
sheet model to recognise and measure right-of-use assets and lease liabilities, except for certain recognition
exemptions. Lessor accounting under HKFRS 16 is substantially unchanged from HKAS 17. Lessors continue to
classify leases as either operating or finance leases using similar principles as in HKAS 17. HKFRS 16 did not have
any significant impact on leases where the Group is the lessor.

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

New definition of a lease

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

As a lessee - Leases previously classified as operating leases
Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of land and properties. As a lessee, the Group previously classified
leases as either finance leases or operating leases based on the assessment of whether the lease transferred
substantially all the rewards and risks of ownership of assets to the Group. Under HKFRS 16, the Group applies
a single approach to recognise and measure right-of-use assets and lease liabilities for all leases, except for two
elective exemptions for leases of low-value assets (elected on a lease-by-lease basis) and leases with a lease term
of 12 months or less (“short-term leases”) (elected by class of underlying asset). Instead of recognising rental
expenses under operating leases on a straight-line basis over the lease term commencing from 1 January 2019,
the Group recognises depreciation (and impairment, if any) of the right-of-use assets and interest accrued on the
outstanding lease liabilities (as finance costs).

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1 January 2019 and included in lease liabilities. The right-
of-use assets were recognised based on the carrying amount as if the standard had always been applied, except
for the incremental borrowing rate where the Group applied the incremental borrowing rate at 1 January 2019.

All these assets were assessed for any impairment based on HKAS 36 on that date. The Group elected to present
the right-of-use assets as a component of property, plant and equipment, prepaid land lease payments and right-
of-use assets in the consolidated statement of financial position.

For the leasehold buildings (that were held to earn rental income and/or for capital appreciation) previously
included in investment properties and measured at fair value, the Group has continued to include them as
investment properties at 1 January 2019. They continue to be measured at fair value applying HKAS 40.

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

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

o Using hindsight in determining the lease term where the contract contains options to extend/terminate the
lease
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2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (Continued)

72

Financial impact at 1 January 2019

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

Increase/
(decrease)
HK$'000
Assets
Increase in property, plant and equipment, prepaid land lease payments and
right-of-use assets 1,216,034
Increase in deferred tax assets 16,995
Increase in total assets 1,233,029
Liabilities
Increase in lease liabilities 1,402,164
Decrease in other payables and accruals (47,778)
Increase in total liabilities 1,354,386
Equity
Decrease in retained profits (121,357)
Decrease in total equity (121,357)

The lease liabilities as at 1 January 2019 reconciled to the operating lease commitments as at 31 December 2018
are as follows:

HK$'000

Operating lease commitments as at 31 December 2018 928,431
Weighted average incremental borrowing rate as at 1 January 2019 2.66%
Discounted operating lease commitments as at 1 January 2019 885,229
Less: Commitments relating to short-term leases and those leases with
a remaining lease term ending on or before 31 December 2019 (46,482)
Commitments relating to leases of low-value assets (1,228)
Add: Payments for optional extension periods not recognised as at 31 December 2018 564,645
Lease liabilities as at 1 January 2019 1,402,164
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NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.4 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs that have been issued but are not yet effective
in these financial statements.

Amendments to HKFRS 3 Definition of a Business'

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

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and its
HKAS 28 (2011) Associate or Joint Venture®

HKFRS 17 Insurance Contracts?

Amendments to HKAS 1 and HKAS 8 Definition of Material’

i Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021
3 No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional guidance on the definition of a business. The
amendments clarify that for an integrated set of activities and assets to be considered a business, it must include,
at a minimum, an input and a substantive process that together significantly contribute to the ability to create
output. A business can exist without including all of the inputs and processes needed to create outputs. The
amendments remove the assessment of whether market participants are capable of acquiring the business
and continue to produce outputs. Instead, the focus is on whether acquired inputs and acquired substantive
processes together significantly contribute to the ability to create outputs. The amendments have also narrowed
the definition of outputs to focus on goods or services provided to customers, investment income or other
income from ordinary activities. Furthermore, the amendments provide guidance to assess whether an acquired
process is substantive and introduce an optional fair value concentration test to permit a simplified assessment of
whether an acquired set of activities and assets is not a business. The Group expects to adopt the amendments
prospectively from 1 January 2020. Since the amendments apply prospectively to transactions or other events
that occur on or after the date of first application, the Group will not be affected by these amendments on the
date of transition.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address the effects of interbank offered rate reform on
financial reporting. The amendments provide temporary reliefs which enable hedge accounting to continue
during the period of uncertainty before the replacement of an existing interest rate benchmark. In addition, the
amendments require companies to provide additional information to investors about their hedging relationships
which are directly affected by these uncertainties. The amendments are effective for annual periods beginning on
or after 1 January 2020. Early application is permitted. The amendments are not expected to have any significant
impact on the Group's financial statements.
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Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration transferred is measured
at the acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business combination, the Group elects whether
to measure the non-controlling interests in the acquiree that are present ownership interests and entitle their
holders to a proportionate share of net assets in the event of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other components of non-controlling interests are measured at
fair value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of
the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

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

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired. The Group performs its annual impairment test of goodwill as at 31 December. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group's cash-generating units, or groups of cash-generating units, that are expected to benefit from
the synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to
those units or groups of units.
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Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group
of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the operation disposed of and the portion of the
cash-generating unit retained.

Fair value measurement

The Company measures its investment properties at fair value at the end of each reporting period. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data

are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
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Fair value measurement (Continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation technigues for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets and investment properties), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset's or cash-generating unit's value in use and
its fair value less costs of disposal, and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are 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. An impairment loss is charged to profit or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of such
an impairment loss is credited to profit or loss in the period in which it arises.
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Related parties

A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that person’s family and that person

(i)
(ii)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is @ member of the key management personnel of the Group or of a parent of the Group;

the party is an entity where any of the following conditions applies:

(i)

(ii)

(vi)

(vii)

(viii)

the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the same third party;
one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;

the entity is controlled or jointly controlled by a person identified in (a);

a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the parent of the Group.
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Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. When an item of property, plant and equipment is classified as held for
sale or when it is part of a disposal group classified as held for sale, it is not depreciated and is accounted for
in accordance with HKFRS 5, as further explained in the accounting policy for “Non-current assets and disposal
groups held for sale”. The cost of an item of property, plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives
and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose are as
follows:

Buildings Over the lease terms

Leasehold improvements Over the shorter of the lease terms and 5 years
Furniture, fixture and office equipment 20%

Motor vehicles 20%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful
lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal
or retirement recognised in the statement of profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents a building under construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of construction and capitalised borrowing costs
on related borrowed funds during the period of construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when completed and ready for use.
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Investment properties

Investment properties are interests in land and buildings (including the leasehold property held as a right-of-
use asset (2018: leasehold property under an operating lease) which would otherwise meet the definition of
an investment property) held to earn rental income and/or for capital appreciation, rather than for use in the
production or supply of goods or services or for administrative purposes; or for sale in the ordinary course
of business. Such properties are measured initially at cost, including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value, which reflects market conditions at the end of the
reporting period.

Gains or losses arising from changes in the fair values of investment properties are included in the statement of
profit or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised in the statement of
profit or loss in the year of the retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an indication that the intangible asset may
be impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life
are reviewed at least at each financial year end.

Licences

Purchased licences are stated at cost less any impairment losses and are amortised on the straight-line basis over
their estimated useful lives of 5 years.

Leases (applicable from 1 January 2019)
The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or contains, a

lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Annual Report 2019 79



Tai Hing Group Holdings Limited

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

80

Leases (applicable from 1 January 2019) (Continued)

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

@)

®)

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
any impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at
or before the commencement date less any lease incentives received. Right-of-use assets are depreciated
on a straight-line basis over the shorter of the lease terms and the estimated useful lives of the assets as
follows:

Leasehold land 50 years
Buildings Over the lease terms and optional period

Lease liabilities

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

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in lease payments (e.g., a change to future
lease payments resulting from a change in an index or rate) or a change in assessment of an option to
purchase the underlying asset.
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Group as a lessee (Continued)
(c)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the recognition exemption for leases of low-value assets
to leases of office equipment and laptop computers that are considered to be of low value. Lease payments
on short-term leases and leases of low-value assets are recognised as an expense on a straight-line basis
over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification) each of its
leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an
asset are classified as operating leases. When a contract contains lease and non-lease components, the Group
allocates the consideration in the contract to each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms and is included in revenue in the statement
of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term on the same basis as
rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an underlying assets to the
lessee are accounted for as finance leases.

Leases (applicable before 1 January 2019)

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At the inception of a finance lease, the cost of the leased asset
is capitalised at the present value of the minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing. Assets held under capitalised finance leases,
including prepaid land lease payments under finance leases, are included in property, plant and equipment, and
depreciated over the shorter of the lease terms and the estimated useful lives of the assets. The finance costs of
such leases are charged to the statement of profit or loss so as to provide a constant periodic rate of charge over
the lease terms.

Assets acquired through hire purchase contracts of a financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.
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Leases (applicable before 1 January 2019) (Continued)

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor, assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable under the operating leases are credited to the statement of
profit or loss on the straight-line basis over the lease terms. Where the Group is the lessee, rentals payable under
operating leases net of any incentives received from the lessor are charged to the statement of profit or loss on
the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently recognised on
the straight-line basis over the lease terms.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income (OCl), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that
do not contain a significant financing component or for which the Group has applied the practical expedient
of not adjusting the effect of a significant financing component, the Group initially measures a financial asset
at its fair value, plus in the case of a financial asset not at fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant financing component or for which the Group has applied the
practical expedient are measured at the transaction price determined under HKFRS 15 in accordance with the
policies set out for ‘’"Revenue recognition’” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and interest
(""SPPI"") on the principal amount outstanding. Financial assets with cash flows that are not SPPI are classified and
measured at fair value through profit or loss, irrespective of the business model.

The Group's business model for managing financial assets refers to how it manages its financial assets in order
to generate cash flows. The business model determines whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are
held within a business model with the objective to hold financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value through other comprehensive income are held within
a business model with the objective of both holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are classified and measured at fair value through
profit or loss.
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Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

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
marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if both of the following conditions are met:

o The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows; and

o The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject
to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

Financial assets at fair value through profit or loss

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, 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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Investments and other financial assets (Continued)
Financial assets at fair value through profit or loss (Continued)

Financial assets at f