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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

Revenue

An analysis of the Group’s revenue and gross profit by product
types for the years ended 31 December 2019 and 2018 is set

out as follows:

BE+t-A=+t—-HLEE

For the years ended 31 December

—E-NEF —ET-N\F
2019 2018

WA EF WA EH
Revenue Gross Profit Revenue Gross Profit
AR FT AR FT AEBEFT AREF T
RMB’000 RMB’000 RMB’000 RMB'000
e & ER Bread and cakes 407,651 144,605 475,354 166,839
A&t Moon cakes 31,559 23,559 58,058 47,359
=300 Pastries 72,210 44,421 80,309 45,977
A, Other 40,521 30,741 50,296 35,725
551,941 243,326 664,017 295,900

ZE-NEFAREBERALN A ARESS1,941,000  R=ZF
—NFEUW AN AR 664,017,00070 8 2 4916.88% * £ B R
FAE: (—)EELEXRAN —T—AENERERAERTEN
LN EPIERNRE RERAEME 7R HE#ERAR
FETR FIEABNNR - \FENSS6REE RV E—
T—NFERNAT6R  FRD TORME - HEZHR D R
FREEERENEFETRA (D) EHEXER B8
WMes TR MABRPIERE HtEEREREEIFAR
SRR SEHEAFREREHEERERE1007% (=)
EEMEMPAS mHEZRITUBT BBERERZ T
X¥EZXTFER EBHHEXERNZERSE FEERBEE
WA BRIR -

—T—AFEFWR Annual Report 2019

In 2019, the Group's revenue was approximately
RMB551,941,000, representing a decrease of approximately
16.88% as compared with approximately RMB664,017,000
for 2018. The decrease in the revenue was mainly due to: (I)
the closure of 117 stores during 2019 under the strategy of
accelerating the closure of poorly-performing stores whose
lease term has expired in the light of the operating costs.
Despite the opening of 7 new stores in 2019, the total number
of stores fell by 110 from 586 as at the end of 2018 to 476
as at the end of 2019. As a result, our revenue was negatively
affected by the decrease in the number of retail outlets and the
short operation period of the new stores. (Il) the Group's overall
same-store sales growth rate for the year being -10.07%
resulting from factors such as the old-fashioned marketing
model, the decline in brand efficiency, the obsolescence
of physical stores and the failure in developing other sales
channels effectively. (Ill) degression with each passing year in
the performance of seasonal products such as moon cakes,
as a result of less desired market demands as compared to
the past and the existence of diversified alternative products.
In the face of multiple stagnant sales promotions, the overall
operating income for the year continued to decline.

RRIHSTEMIZERARAT Christine International Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

@B DT EEERERARNTEELHET IR BEA
CSEHEMEEMEEEHESNE PSR- —NFHh
EELEWAE L 46629% & - T — \FER5821% L
EEEMA8.01% - EBHMEBEEREFEFHINZEZT
EREASEEINRIEDE  PITRATR 2K
BEElTT REENEERN £TFLATS NEBKRAITT
MEHEE  HE PO PSR ENE REREIN KRBT
FIE  MEARAFIE43R 2 FEMIE B E/36.75% LF
HE_Z—NWF+_A=Z=+ALFERAR-_ZT—NF
F+TZA=+—HLEFERLDLHARY20,645,0007T  FEL
534% IEHATBRAZMBEREZRE® INTEANE
EENEFIEANIEREE A2 WADRBREE_T—N
F+ZA=T—HBIEFERIHARYE7,690,000T K AR
#:23,741,0007T " & 5 5l /336.08% £26.42% °

REROPERE T W FIXZERACREREEES
BT \FRIHARKE7,703,0005T B 14.24%
REHEEER - — \FH 8 ARKS,099,0007T - 7 1@
#910.08% M B EHEAKMFABABHTHEEER
GLEMEREREHHEEERETANE SFEMEER
LB HERERE EMRBEesRTI RREE
M ARARHEE T -ATEFIoEmREREGERY
FERFEHEIRSEEARR PEEHNEEZILE &
RZFT-N\FHEER DO AREH9,775,0007T + 5 18 £
19.43% ° A 818 & E 5 82018F 5 L #) A R #26,499,000
TOXERGERTRER BERBREARE REAS
i 7 £ 4945.64% °

—ZT—NFE® Annual Report 2019

In terms of geographical location, Shanghai has always been
the main source of the Group's turnover. Due to the sharp
increase in the number of closed stores in other operating
regions of the Group, Shanghai contributed approximately
66.29% to the Group's revenue in 2019, representing an
increase of approximately 8.01% as compared with 58.21%
in 2018. Shanghai ranked first nationwide with regard to
fierce competition of bakery brands. Given the encroachment
of online stores on the performance of physical stores, the
revenue of retail outlets was at low ebb. Coupled with the high
cost, the business was under dual pressure and was especially
difficult to survive. As such, the current period, except for the
routine simple renovation or the adjustment of interior fittings
and equipment for some retail outlets, no new retail outlets
was opened, and 43 retail outlets were closed, accounting
for 36.75% of the number of stores closed throughout the
year. For the year ended 31 December 2019, revenue from
Shanghai decreased by approximately RMB20,645,000,
or approximately 5.34% as compared with that for the
year ended 31 December 2018; the revenue from Jiangsu
Province and Zhejiang Province decreased by approximately
RMB67,690,000 and RMB23,741,000, representing a decrease
of 36.08% and 26.42%, respectively, as compared to the year
ended 31 December 2018, mainly due to the exit of quite a
few retail outlets in Suzhou area in Jiangsu Province and the
large-margin closure of stores in Jiaxing and Ningbo areas in
Zhejiang Province.

In terms of product categories, in 2019, sales revenue from
major products of bread and cakes decreased by approximately
RMB67,703,000, or 14.24%, as compared with that for 2018,
and sales revenue from pastries decreased by approximately
RMB8,099,000, or 10.08% as compared with that for 2018.
As bread, cakes and pastries are daily necessities, their
geographical convenience and number of patrons are of critical
significance to sales results. both sales volume and revenue
of such products decreased as affected by the decrease in
the number of retail outlets during the year; in terms of
other categories include products such as wheat albumin and
jelly, in order to increase sales volume, in the second half of
2019, some products were promoted at low price. At the
same time, as the advance distribution plan was still in the
introduction stage, no significant increase in the shipment
volume was recorded. As a result, the sales revenue decreased
by approximately RMB9,775,000 or approximately 19.43%
as compared to that of 2018. The turnover of moon cakes
decreased by approximately RMB26,499,000 as compared
to 2018, representing a decrease of approximately 45.64%,
which was the most significant decrease among all categories,
as affected by the decreasing demand during traditional
festivals and the diversification of alternative products.

RRI##STEIBRIZRAMR AT Christine International Holdings Limited
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NERITASN AEBMHEERRNFIE 2R (RRTT
RERE=ZFINFE)NHEE BF (RBRHR)BRER B
REEZER - NWFEMEHRII—FER-ZFT—N
FHe (MRITREE=ZAINFR)REHEENOARE
284,692,000t 15 B IHEFEMS51.58%  ER =T —/\FH
AR #356,021,0007T4920.04% : — T — L FE 45 (RFEHN
R)FHFEABENEEFE IR - N\FLHA KLBRER
HE A AR B267,249,0007T 15 48 55 & 5048.42% » K7
—ZT— \FH AR¥307,996,0007T4713.23% °

EF

REBEBEE-_ZT-NEF+_A=Z+—BLEFEEFOAA
R #243,326,000 BB E_E—N\F+_A=+—HIt
FE AR 295,900,000 > #17.77%  —ZF — N FRE 5
EERE BERSNEETS HEEED  WEERDA
N BMEBENRY BLLO% BREE-_T—NF+ A
=+—HIEFERAL4.56% HIF%E

—T—AFEFWR Annual Report 2019

In terms of payment methods, the Group’s sales revenue in
retail outlets was settled either in cash (and bank cards, third
party payment platform) or through redemption of coupons
(and prepaid cards), both of which decreased in 2019 as
compared with 2018 due to the decline in sales volume.
In 2019, sales revenue settled by cash (and bank cards,
third party payment platform) amounted to approximately
RMB284,692,000, accounting for 51.58% of the total sales
revenue, which was lower than the percentage of sales
revenue through RMB356,021,000 in 2018 by approximately
20.04%. There is a slight increase in the proportion of sales
revenue through redemption of coupons (and prepaid cards)
in 2019 as compared with that in 2018, and the sales revenue
through redemption of products amounted to approximately
RMB267,249,000, accounting for 48.42% of the total sales
revenue, which was lower than the RMB307,996,000 in 2018
by approximately 13.23%.

Gross profit

The Group's gross profit was approximately RMB243,326,000
for the year ended 31 December 2019, representing a decrease
of approximately 17.77% as compared with RMB295,900,000
for the year ended 31 December 2018. Due to the decrease
in purchase of materials and timely downsizing of manpower
in view of the decrease in sales volume and difficulties in
amortisation of fixed cost, the gross profit margin for the year
2019 was approximately 44.09%, which slightly decreased
as compared with 44.56% for the year ended 31 December
2018.

RRIHSTEMIZERARAT Christine International Holdings Limited
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HAWA -tz (B18)

zlxﬁl%zi —NEFE+ZA=+—BLEFEEMKA-
Wz (B18) ,%Uz%}\ﬁﬁém,%a,ooon REE-_ZT—N\F
TZA=+T—HIEFEHMEEL AR%48,673,0007T -
N4 A R#53,626,0007 TE A T NFEEUY
BAHBFAEE LS WELHTEASF B R %
B4 AR#6,6850007T (i) —BE—NEFEHYE BERKE
RIIBREBEBEER T — /\FR P4 AR4L9,791,000
T i) ZE—NFUARREREERIRERENAR
#8,932,0007T AN ERRIR RS - (iv) AEAIA R BB M S| S
ZR165E BHREMPERINEER  FESPIEEEREM
HEAREERYIRERIBRELN AREKL076,0007T « K& (v)
BREFRR-_Z—/\FR D4 AR3,392,0007T

cRHEERBEBSERETHE
HE-_Z—NWE+-_A=Z+—BLEFE AEERBEEI
//|LE§EE’]TQ@&E§”&( ZEEN ( / DDHEDD
ﬁﬁﬁ@ﬂ)%ﬁﬁﬁﬂlﬁﬂﬁm/\ﬁw1,741,0007%&/@%”%
22,920,000 C KRB B 1B B -

HER D #HX

MM MERE BEZTE-hF+A=+—BLHF
EHHE R HRAXT 77%/\&@5341 994,000 BEE=-ZF
—NF+ZA=+—HLFEHARY401,938,0007T ' &
D #) AR ¥659,944,0007T + E ARG & B IR RN E S I %R
SRR FE 1698 K £ 5 H 4 A K %97,383,0007T - &k B 1
FEEHFEER FEHARE5683,000T MKEE B
EEMYT MR 2 TR ARE4,595,0005T K& A K#2,050,000
TL BANHRIRE B SRS LR BI6HATIRYICHEELE
WeE MERHARERRIZ NGO AR62,068,0007T

—ZT—NFE® Annual Report 2019

Other income, gains/(losses)

Other income, gains/(losses) of the Group for the year
ended 31 December 2019 amounted to approximately
RMB4,953,000, representing an increase of approximately
RMB53,626,000 as compared with other losses of
approximately RMB48,673,000 for the year ended
31 December 2018, which was mainly due to (i) the
recognition of fruits of approximately RMB6,685,000 from the
recovery of the interests on the principal of the land deposit
as a result of the cancellation of the previous land acquisition
plan from the government in 2019, (ii) the provision for
impairment losses on property, plant and equipment decreased
by approximately RMB49,791,000 in 2019 as compared to
2018, (i) the provision for impairment of intangible assets
of the Company of approximately RMB8,932,000 in 2018,
which was not made in the current period, (iv) the provision
for impairment losses on right-of-use assets of approximately
RMB4,076,000 upon assessment over the operating conditions
of the retail outlets after recognising the leased stores as
assets in accordance with the requirements of the HKFRS 16
during the current period, and (v) the decrease in government
supporting fund of approximately RMB3,392,000 as compared
to 2018.

Allowance of impairment losses on financial assets, net

For the year ended 31 December 2019, the Group made
an allowance of impairment losses of approximately
RMB11,741,000 on deposits for purchase of non-current assets
and approximately RMB22,920,000 on amount due from a
related company, Shanghai Yi Pin Xuan Foodstuff Co., Ltd.

Selling and distribution expenses

As a result of the closure of certain stores, selling and
distribution expenses decreased by approximately
RMB59,944,000 from approximately RMB401,938,000
for the year ended 31 December 2018 to approximately
RMB341,994,000 for the year ended 31 December 2019.
In particular, the rental expenses reduced by approximately
RMB97,383,000 due to closure of retail outlets and the
initial adoption of HKFRS 16, the annual salary expenses
decreased by approximately RMB15,683,000 due to staff
downsizing, and the utilities and packaging expenses also
lowered accordingly by approximately RMB4,595,000 and
RMB2,050,000, respectively. In addition, the depreciation
increased by approximately RMB62,068,000 due to the
provision for depreciation of the leased assets in accordance
with the requirements under HKFRS 16 as compared to the
previous period when HKFRS 16 was not applicable.

RRI##STEIBRIZRAMR AT Christine International Holdings Limited
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TR

HE_Z—NWF+ A=+ ALFETHAINEAR
#74,308,0000 RBE-_ZE—N\F+_A=+—RHLFE
4N R ¥77,167,0007T - 8 > 89 A R #52,859,0007T - £ &
REREIRERFI4E MRS - FrE B AR LA RE4,437,0007T

ZE - \FENMN T ERIEEEE O ARE2,146,0007T -

MR R E B RS LR FE16571% B LB EFUEE
HENMSBATAREENE - RERKIHERLTEN R
ERMWENBRE ZT-NFARRARFPEMNRBBIER
BHIE Ekr - (R B R 149 A R #2,231,0007T ©

B R A
HE-_Z—NEF+_AZ+-—BLEEBERAHARE
20,792,000t BB AL BB I 53R & ERIZE 1657 FTR 5
JHEBEBEHEMENFBEERH AR20,301,0007T &
IRITERFIEHAREA491,0007T

Frig®t (BA%) /#ER

2019F FT1S R B A4 A AR ¥821,0007T » 82018F #) AR
#2,243,0007T &) BT 15 B 4 20 38 N 49 A R #3,064,0007T *
BR2018F RS RAEREEESHABER  BAEHRE
=L

AAFFEEANBEFRABERER 2HERARE

HREARE BEZE_Z-NF+A=T—RLFEEE
FEBAOABARE22429700000 HE_ZE—N\F+ A
Zt+— B ULFEFEIBHARE232,1750007T ' F E B
LHEANR®ET 878,000t —E— NEMFMNBEREH -F
— \FH)-34.97% RFEZE-40.64% °

Administrative expenses

Administrative expenses decreased by approximately
RMB2,859,000 from approximately RMB77,167,000 for
the year ended 31 December 2018 to approximately
RMB74,308,000 for the year ended 31 December 2019. The
decrease was mainly due to the reduction of approximately
RMB4,437,000 in the salary expenses as a result of the
scale-down of administrative department during the current
period; and the amortisation of prepaid land lease payments
of approximately RMB2,146,000 made in 2018, while the
amortisation of prepaid land lease payments was reclassified to
depreciation of right-of-use assets upon the initial adoption of
HKFRS 16; in accordance with the regulation of Administrative
Measures for Single-Purpose Commercial Prepaid Cards
issued by the Ministry of Commerce, the Company purchased
performance guarantee insurance for the balance of advance
payment of customers in 2019, resulting in an increase of
insurance premium of approximately RMB2,231,000.

Finance costs

Finance costs for the year ended 31 December 2019 amounted
to approximately RMB20,792,000, comprised of derivative
interest expenses of approximately RMB20,301,000 charged
upon leased liabilities as recognised in accordance with HKFRS
16 and bank loan interests of approximately RMB491,000.

Income tax (expense)/credit

In 2019, income tax expenses amounted to approximately
RMB821,000, representing an increase of approximately
RMB3,064,000 as compared to income tax credit amounting to
approximately RMB2,243,000 in 2018, which was mainly due
to the reversal of deferred income tax liabilities according to
the accounting principles in 2018, resulting in negative income
tax.

Loss and total comprehensive loss for the year
attributable to owners of the Company

Net losses decreased by approximately RMB7,878,000
from approximately RMB232,175,000 for the year ended
31 December 2018 to approximately RMB224,297,000 for
the year ended 31 December 2019 due to the reasons stated
above. Net profit margin decreased from -34.97% in 2018 to
-40.64% in 2019.

ZT—NFFMR Annual Report 2019 FRIASTEIBRIZRAMR AT Christine International Holdings Limited
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B B AR 2 4
FEEABXY
TR -F-AFR-T-N\FEFEESRY

ANALYSIS OF FINANCIAL POSITION

Inventory Turnover Days

The following table sets forth the inventory turnover days in
2019 and 2018:

BE+t-A=t+—-HLEE

For the year ended 31 December

—E-hEF —E-N\F
2019 2018
FaEEEXE (K Inventory turnover days (Note) 32 29

M FHEEBRBDRFEDNRMRES 2EMNFHERIAEH
FMHZHEEKA BRA3GSKRETEFH -

ARETERERMHRERS B NEEFELES
RoB—\FIE RARHERE BT CEERBA
0

EZRWRTHEEXH
TR —_ZF-NAR_F- \FERZFRURBBERE:

Note:  Inventory turnover days are calculated based on the arithmetic
mean of the opening and closing balance of inventories divided by
cost of sales for the relevant year and multiplied by 365 days.

The Group's inventories consist of raw materials and finished
goods. There was an increase in the inventory turnover days
due to lower sales in line with the amount of inventories at the
end of 2019 was higher than that at the end of 2018.

Trade Receivables Turnover Days

The following table sets forth the trade receivables turnover
days in 2019 and 2018:

BE+t-A=+t-HLEE

For the year ended 31 December

—E-hEF —E-)N\F
2019 2018
B EWFEEE R (ME) Trade receivables turnover days (Note) 9 9

M EBIRIGRESBRBDNRESERUGADRNRARGEHE
M FI9ERRIAB BFND 2 HERA - BRU3SKRFHFH -

5 M HOR E B R 0 E R T A T R M
PO RBERB-F-NER-F\FRETE

Note:  Trade receivables turnover days are calculated based on the
arithmetic mean of the opening and closing balance of trade
receivables divided by the sales revenue for the relevant year and
multiplied by 365 days.

Trade receivables mainly represent the outstanding receivables
arising from revenue generated from principal businesses, with
turnover days remain the same for both 2019 and 2018.

ZT—UFFM Annual Report 2019 RRIASTEIBRIZERAMR AT Christine International Holdings Limited
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B 5 BUWGRIE 2 iRiR
TNREHIAR B AREEE 5 R WRIR 2 Rk o1 :

Age of Trade Receivables

The following table sets forth an aging analysis of the trade
receivables of the Group as at the dates indicated:

R+=A=+—8H
As at 31 December
—E-hEF —E-N\F
2019 2018
AREFT ARETFoT
RMB’000 RMB’000
MR & Age
0E30K 0 to 30 days 13,383 10,934
31260K 31 to 60 days 94 662
61£290K 61 to 90 days 165 263
91£180K 91 to 180 days - 1,707
838180k Over 180 days 14 1,034
13,656 14,600

AEEHETIERUREATPHMG R -EARE B LM
EREE WEMKREY EERERBERARKESNE
FE RS EETBEREAEEHEERIE N30E
60K & ST AR H o

SEBRITER

EERBRTERRRETERIBER - ——_FN1A
— T RBEMRER (ERBAEENRERRE (H17))
WREFRERTHORESR - REANFER FAEBEORE
BR—NTR BEBXVERBRAREHBRES BHib &
SERBE_ZT-NAF+_A=+—RHEFERBEHBR
FeEPNAER RBE T - N\F+A=+—HILF
EEEEMNRFHRBERBMEFRERTHEBRES SR

The Group’s sales were mainly settled either in cash or through
redemption of coupons by customers. There was no credit
payment for transactions which took place in the Group’s
self-operated retail stores. However, for those retail stores
located in department stores or supermarkets, lessors who
provide those sites usually collect the sales revenue on the
Group's behalf and pay the same to the Group within 30 to 60
days thereafter.

Pledged bank deposits

The pledged bank deposits were the collateral deposited
with banks pursuant to the regulation of Administrative
Measures for Single-Purpose Prepaid Cards (for Trial
Implementation) issued by the Ministry of Commerce of the
PRC on 21 September 2012. Upon evaluation during the
year, the Group chose another plan in accordance with laws,
in which commercial property insurance was bought instead
for the relevant collateral. Therefore, the Group withdrew
the balance in the relevant collateral account for the year
ended 31 December 2019, representing the relevant collateral
deposited with banks according to the provision for the
balance of the prepaid cards and coupons sold for the year
ended 31 December 2018.

ZT—NFFMR Annual Report 2019 FRIASTEIBRIZRAMR AT Christine International Holdings Limited
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EZRNFEEEXRH
TREN-_FB-NR T \FEEFENFTABEREY:

Trade Payables Turnover Days

The following table sets forth the trade payables turnover days
in 2019 and 2018:

BE+-A=1+t—RHLEE

For the year ended 31 December

—E-hF —E-N\F
2019 2018
B H RN FRIEBEE RS (M) Trade payables turnover days (Note) 61 48

Mz EBIRNFRRESRENREZIENRAPNRARGEHE
M FI9ERRIABBFN 2 HEKA  BRIAGSKRAEFH -

B 5 BARIAZIRER
TREIARABRAKREE S ENRIBZRE DT

Note:  Trade payables turnover days are calculated based on the arithmetic
mean of the opening and closing balance of the trade payables
divided by the cost of sales for the relevant year and multiplied by
365 days.

Age of Trade Payables

The following table sets forth an aging analysis of the trade
payables of the Group as at the dates indicated:

R+=A=+—8H
As at 31 December
—Z2-hEF AN 2
2019 2018
AR¥T T AREFIT
RMB’000 RMB’000
MR & Age
0E45K 0 to 45 days 46,797 37,881
46E60K 46 to 60 days 6,460 2,380
61£290K 61 to 90 days 1,829 58
91£180k 91 to 180 days 456 635
i 180K Over 180 days 1,993 4,845
57,535 45,799

AAREHERNE SN TR BEE0-60K-EERE
MEEE 2019FE LA D HEH PRI HIREEHE -

BREE

AHEABIEARYUEFPKBMNBNREER AR _Z— AN
FEENFAELEER —T— N\FL BIENMNFTEHHERD
#) N R #37,220,0007T °

The credit terms for trade payables due to suppliers of
the Company generally range from 30 to 60 days. Slight
adjustments were made to the payment terms of certain
suppliers in 2019 in view of the cash flow control.

Contract liabilities

Contract liabilities mainly include payments received from
customers for prepaid cards and coupons. In 2019, the
sales amount of prepaid cards and coupons reduced as
compared with that in 2018, therefore causing a decrease in
the balance of prepaid cards and coupons by approximately
RMB37,220,000.
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Future Plans for Material Investments and Capital Assets

The Group did not have other plans for material investments
or capital assets as at 31 December 2019 and the date of this
announcement.

FINANCIAL AND TREASURY POLICY

The Group has adopted a prudent financial management
approach towards its financial and treasury policies.
Considering the year-on-year decline in cash positions, in order
to maintain sound liquidity, we have established long-term
relationships with financial institutions to secure credit facilities
and ensure the integrity of the Group’s assets so as to meet
financing guarantee requirements.

Material acquisitions and disposals

Save as disclosed in this announcement, the Group did not
have any material acquisition or disposal of subsidiaries,
associates and joint ventures for the year ended 31 December
2019.

Significant investment

The Board did not have any resolutions relating to significant
external investment for the year ended 31 December 2019.

Dividend policy

As the Group recorded operating loss in recent years,
and considering the competition risk of the industry, the
management will take the principle of remaining funds as
its dividend policy. Firstly, the Group with aim to improve
the future financial structure, replenish working capital and
develop industry chain. After the establishment of sound
financial system and the achievement of business development
opportunity, the management will determine the appropriate
amount in aggregation for dividends distribution and propose
the proportion of dividends distribution if idle capital exists,
and submit the dividend distribution plan to the Board. The
dividends will be distributed to all shareholders after the
approval in general meeting, if required.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2019, bank and cash balances amounted
to approximately RMB74,931,000, representing a decrease
of approximately RMB107,201,000 as compared with
RMB182,132,000 as at 31 December 2018. The net cash
outflow of approximately RMB53,086,000 from operating
activities during the year was mainly due to a decline
in revenue and the corresponding decrease in relevant
expenditures; the net cash outflow of approximately
RMB17,423,000 from investing activities was mainly due
to the expenses for plant construction; net cash outflow of
approximately RMB36,692,000 from financing activities was
due to rental expenses and bank borrowings.

Our bank and cash balances will be used to fund our
operations and capital expenditures.

The current ratio as at 31 December 2019 was 22.36%, which
was lower than 65.94% as at 31 December 2018.

LIABILITIES

Gearing Ratio

As at 31 December 2019 and 2018, the Group’s gearing
ratio, calculated by dividing total liabilities by total assets, was
approximately 89.54% and 62.53%, respectively. The decrease
in revenue, increase in bank borrowings and decrease in sales
revenue of prepaid cards and coupons during the year ended
31 December 2019 resulted in the decrease in bank and cash
balances, accelerated decrease in assets and increase in the
gearing ratio.

Bank Borrowings

As at 31 December 2019, the Group had bank borrowings of
RMB35,950,000 at an interest rate adopted for general lending
in the financial sector.
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Banking Facilities

As at 31 December 2019, the Group had banking facilities of
RMB43,740,000 (2018: RMB260,000,000), of which, a balance
of RMB7,790,000 was not utilised.

Debentures

As at 31 December 2019, the Group had not issued any
debentures.

Contingent Liabilities

As at 31 December 2019, the Group had no material
contingent liabilities.

Payment Commitments

Upon adoption of HKFRS 16, the lease commitment in relation
to the Group's retail outlets is recognised as lease liabilities.
As at 31 December 2018, the Group’s future minimum
lease payment under non-cancellable leases amounted to
approximately RMB185,456,000. As at 31 December 2019,
Capital expenditure in relation to the acquisition of fixed
assets including property, plant and equipment not included
in the audited consolidated financial statements amounted to
approximately RMB11,552,000.

Pledged Assets

As at 31 December 2019, the Group provided certain
self-owned commercial properties with a carrying amount
of approximately RMB20,114,000 as collateral for bank
borrowings. (2018: Nil)

Capital Structure

As at 31 December 2019, the Group had pledged bank
loans of approximately RMB35,950,000 and lease liabilities
of approximately RMB125,204,000. Total equity amounted
to approximately RMB74,459,000, representing a decrease
of approximately 75.08% as compared with that for the
previous year. As at 31 December 2019, the capital structure
of the Company comprised 1,010,188,000 ordinary shares of
HK$0.00001 each (the “Shares”).
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Foreign Exchange and Interest Rate Exposure

As the Group conducts business transactions principally in
Renminbi, interest rate fluctuation in places where capital
was deposited was not high, and our offshore capital was
mainly deposited in foreign banks as offshore Renminbi,
the management considered the exchange rate and interest
rate risk at the Group’s operational level not significant.
Accordingly, the Group had not used any financial instruments
for hedging purposes as at 31 December 2019.

BEAXRX e E Capital Expenditures Plan
REER2019FEERLT LT Capital expenditures of the Group in 2019 were as follows:
EHE ARB T
Item RMB’000
HHE R R BE AR ERMEE 5,626
Development of sales channels Purchases, new fitting-out and repairs
EERE 2,598
Operation equipment
et 8,224
Subtotal
EEREIEOR H 5= 16,664
Production capacity expansion Plant
HERE 1,314
Production equipment
et 17,978
Subtotal
“EYEBEART N B AR -
Capital expenditure for back office administration IT software
EARZ KA 26,202

Total capital expenditures

HEBRAREAXHBEARER - NAFIRXHMHAE
TR BRAPMENR AERRBREREE ERER
BAXHAEFRRTERE T 2R R ERE-

Capital expenditures arising from sales network development
included those for the project of 7 new stores of the Group
opened in 2019, and for the exterior appearance, interior
decoration and equipment installation or maintenance of
existing stores; and the capital expenditure arising from
production capacity expansion was mainly attributed to the
investment in plant construction in the Jiangning area and
acquisition of production facilities for the plant.
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HUMAN RESOURCES

In 2019, as certain stores were closed, the Group promoted
staff reduction measures and did not fill any vacancies. The
Group's employees have mainly been sales staff in retail stores.
After the downsizing, the number of plants and managers also
decreased as a result of the change in the operating scale. As
at 31 December 2019, the Group's total number of employees
amounted to 3,306 (as at 31 December 2018: 4,345), with the
majority still being sales staff in retail stores. Although the total
staff costs was approximately RMB282,457,000.

Given the continuous efforts to downsize employees in recent
years, the Group focused on strengthening labor relations
and legal consultation in human resources. While reducing
manpower, the Group also took into account of harmony
and compliance so as to reduce internal impacts. In-service
employees were trained for multiple functions, enabling
them to replace and provide supports for each other even in
different positions. Through such measures, the Group aimed
to achieve a reasonable operating scale, protect the legitimate
rights and interests of employees and maintain harmonious
labor relations.

In order to improve future performance, the Group strategically
needs to try new business forms such as online sales and OEM
of bakery products that were different from those in the past.
In anticipation of immediate effect from the promotion of new
businesses, the Group targeted to recruit related high-level
business personnel in 2019, and will continue to seek suitable
candidates from its peers in near term, so as to inject new
blood into the Group, remove its disadvantages, and bring
vitality to the Group.

The remuneration policy for the directors of the Company
(the "Directors”), senior management members and
other employees is determined based on their experiences,
responsibilities and general market conditions. Certain
members of the Board hold their offices without remuneration.
In addition to fixed salaries, the employees may be granted
allowances and year-end bonuses subject to departmental and
personal performance appraisal. Any discretionary bonus and
other merit payments are linked to the performance of the
Group and the individual performance of the Directors, senior
management members and other employees.
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FUTURE PROSPECTS

Market Outlook

The domestic bakery market has experienced rapid changes. In
addition to the enriching tastes and appearances of products,
the retail stores have devoted more efforts on the customer
experiences during their operations. Although physical stores
are still the mainstream sales venues, the consumer groups
under the age of 35 account for over 70% of the market
share. Younger customer base has led to the closer integration
of online and offline sales, created diversified consumption
scenarios, and forced the traditional bakery industry to
accelerate adjustment and transformation to survive. The
online consumption has become more predominant after the
outbreak of the COVID-19 pandemic in the end of 2019.

The market size of bakery industry continued to grow in the
PRC. In 2018, there were more than 1,800 bakery companies
in the PRC, generating RMB360 billion of revenue, and
representing an annual growth rate of 9%. Due to the fierce
competition among individual companies, they suffered
from contracting profit and faced the challenges of business
transformation. At present, the industry is facing the following
trends:

(i) The bakery brands integrating mega experience
stores, supply chain platform and new retail in the
metropolitan areas are challenging the traditional
bakery stores and outlets.

(i) Individual stores or chain brands will strive to serve a
single community and provide the best products and
services to a specific community.

(iii) Bakery manufacturers will focus on integrating supply
chain platforms based on intelligent automated
factories, providing quality finished and semi-finished
products with strict quality control and reasonable cost
for downstream manufacturers.

(iv) Low-sugar, low-fat and low-calorie healthy bakery
products with aesthetic appeal will continue to rise in
the market.

(v) Differentiation, personalisation and regionalisation will
be the focuses in product development.
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The Group has advantages in serving communities or
institutions in close proximity to each single store, producing
and manufacturing, and ensuring the health and quality of
products. However, in terms of innovative business model,
promotion of intelligent management, product and store
aesthetics as well as product differentiation, the Group is still
at a disadvantage and needs to re-integrate its resources to
further rise to the challenges from the future market trend.

Research and Development Outlook

In the face of the ever-changing competitive market for
products, most peers in the industry have focused on the
research and development of new products or imitation of
popular overseas products to enhance the consumption desire
of end customers. As a traditional brand in the industry,
the Group maintains its overall impression of innovative
and fashionable individual products. In order to balance the
research and development costs and economic benefits, the
Group will follow the pragmatic principle for research and
development. Based on the existing operating advantages, it
will deeply optimise the existing process and apply accordingly
at different levels:

(i) Developing occasion-themed and seasonal products:
The Group will research and develop various foods for
festivals and folk customs, and strengthen regional
features, such as cakes for Chinese New Year, cakes
for Mother’s Day, and biscuits for Children’s Day,
and, following the promotion and sale mode for
mooncakes in the Mid-Autumn Festival, seek for large
scale sales of products during the occasion-themed
promotion through existing stores and online sales
channels, making some differences from the modern
Western-style pastries.

(i) Improving the delivery and sales process of cold chain
products: Since 2017, the Group has promoted the
on-site production and sales of products through micro
baking in some stores, so as to cater for the market
demand in odor and temperature. Currently, the
distribution and delivery process and on-site treatment
of frozen dough and semi-finished products are being
adjusted to further optimise the taste and enhance the
consumption experience.
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(iii) Assessing the small-quantity and multi-batch

production model: Mass production capacity has
always been one of the Company’s advantages. In
recent years, with the decline in sales volume and the
increasingly idle capacity, the Company has difficulties
in amortisation of huge fixed cost. In order to boost
production and improve costs, the Group is assessing
the feasibility of OEM business, which will give
priority to the production ability of multiple products
and multiple batches, and require research and
confirmation on the vertical production process such
as allocation, manufacturing process, product, formula
and manpower. Such model may develop a new series
of revenue sources for the Group.

EVENTS AFTER THE REPORTING PERIOD

Due to the outbreak of the COVID-19 in early 2020 as well
as the governmental measures imposed in the PRC, various
retail outlets in the PRC have temporarily suspended the
operations. Even though certain retail outlets have resumed
their operations, they are still not yet operating at their
normal capacity. The management of the Group will pay close
attention to the development of the COVID-19 outbreak and
perform further assessment of its financial impact. Given the
dynamic nature of these circumstances, the impact on the
Group's financial positions and operating results could not
be reasonably estimated as at the date these consolidated
financial statements are authorised for issue.
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EXECUTIVE DIRECTORS

Mr. Yong Ning Zhu, aged 51, executive Director. He
graduated from Fudan University of Shanghai with a master
degree in international finance, and is a senior economist.
He has over 25 years of working experience in the financial
sector. Since 1990, he had served successively as a principal
staff member of the international business department of
China Construction Bank in Jiangsu province, president of
a sub-branch of China Investment Bank under its Jiangsu
branch, president of Hanzhong Road sub-branch of China
Everbright Bank, Nanjing and investment advisor of Huaxia
Securities Venture Capital Co., Ltd. (FEEZEHAIERE
BBRZAF]) . He has also served as the chairman of Guotai
Junan Asset Management Co., Ltd. (BRELZEEETER
BB AE]) from 2006 up to present. Since 5 June 2015,
he has served as an executive director of Jiangsu NandaSoft
Technology Company Limited (a company listed on the Stock
Exchange, stock code: 8045), and has served as the chairman
of such company since July 2015. Since October 2018, he has
served as the executive director of IDT International Limited (a
company listed on the Stock Exchange, stock code: 167).

Mr. Ming-Tien Lin, aged 63, executive Director. In 1989, he
founded Jonsa Technologies Co. Ltd.* (R & RIFFHBEMDBRE A
7)), primarily engaged in manufacturing satellite antennae,
and remains as the chairman to date. In 1993, he founded
and invested in Zhongwei Industry (Nanjing) Co., Ltd* (A& &
2 (ER)EMRAT), primarily engaged in the manufacture
of wire telephones and telegraph equipment, and remains as
the chairman to date. In 1993, he co-founded the Nanjing
Taiwan Business Association* (B R M & E#HE) and served
as the vice-chairman until 2010. Since then, he retired from
the association but preserves his title as a founder. From 2000
onwards, Mr. Lin developed Nanjing Gingko Lake* ( F R iR7A
#ILEE) and invested in Nanjing Gingko Lake Agriculture and
Tourism Company* (R iR MR EB KB AR RF]), of
which he serves as the chairman to date.

*  For identification purposes only
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Mr. I-Sheng Chan, aged 67, executive Director. He has served
as a director of Taiwan Jerry Social Welfare Development
Foundation* (R4 Imt GRAEREEE) since October
1995. He has held the position of the managing director of
Nanjing Christine Foodstuff Co., Ltd.* (AR F 44 T RMAE
fR27]) , an indirect wholly-owned subsidiary of the Company,
since October 2007. Since October 2011, he has served as
the honorary chairman of the Taiwan Union Construction
Development Foundation. He served as the president of CHIEFI
Group from March 1988 to August 1999. From January 1993
to August 1999, he served as the chairman of Taiwan CHIEFI
Construction Engineering Co., Ltd.* (& 2R/ B &% TR
D AR A]) . Besides, he served as the chairman of Taiwan
Union Construction Development Foundation from February
1994 to October 2011.

Ms. Jo-Hsien Chiang, aged 65, executive Director. She
graduated from Taiwan Chung Xing Commercial Vocational
High School* (& &/ E g THL) . She is experienced in
enterprise management. From February 1985 to September
2000, she served as the general manager of Hundred Years
Food Limited* (B R MABRZAA]) . From January 2004 to
November 2007, she served as the vice general manager of
Nanjing Christine S&T Hose Co., Ltd.* (@ R e #i%45T BRI EL
EEEAMRAA). Mr. Tien-An Lo, a substantial shareholder
of the Company, and Ms. Chiang are husband and wife.

Mr. Chien-Li Tseng, aged 63, executive Director. He graduated
from Lee-Ming Institute of Technology with a degree in bakery
(production of chocolate) in 1978. Mr. Tseng established China
Taiwan Yicheng Food Enterprise Ltd. (R B & /E SR Mm%
ABRAF]) in 1983 and Shanghai Yicheng Food Company Ltd.
(EBEERESAEMR AT in 1993, where he has been serving
as the chairman of the board. Both companies specialize
in the production of chocolate and its products mainly for
western-style pastry, bread and dessert.

*  For identification purposes only
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NON-EXECUTIVE DIRECTOR

Mr. Chi-Ming Chou, aged 68, non-executive Director.
Mr. Chou joined the Group in 1993. Mr. Chou has more
than 24 years of experience in the bakery industry in the
PRC. Mr. Chou is currently a director of two members of
the Group, namely Shanghai Christine Foodstuff Co., Ltd.
and Shanghai Ji Yuan De Foodstuff Co., Ltd.. Mr. Chou has
served as a director of Sino Century Universal Corporation, a
substantial shareholder (as defined under the Listing Rules) of
the Company since 2008. Mr. Chou has served as a director of
Ban Wu Food Co., Ltd., a company incorporated in Taiwan that
produces and sells bakery products only in Taiwan, since 1996,
and served as a director of Chao Bi Food Enterprise Co., Ltd.,
a company engaged in bakery business, from 2003 to 2006.
In addition, since 2011, Mr. Chou has served as a director
of Shanghai Jia Guo Packaging Co., Ltd., a company mainly
engaged in manufacture and sale of packaging materials in
Shanghai, and since 1997, he has served as a director of San
Jiu Xing Co., Ltd., a company mainly engaged in manufacture
and sale of packaging materials in Taiwan. Mr. Chou has
served as a management committee member of the Tainan
City Bakery Association since 2007.
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Mr. Dun-Ching Hung, aged 73, non-executive Director.
Previously, he was appointed as an executive Director in
December 2011 until 3 June 2016 and was responsible for
formulation of overall policy and guidelines in respect of the
Group's administration and management. Mr. Hung has over
29 years of experience in the bakery and trade industries.
Since 2008, Mr. Hung has served as a director of Sino Century
Universal Corporation, the former controlling shareholder of
the Company (On 19 October 2015, immediately following
the completion of the then restructuring, the shares of the
Company held by Sino Century Universal Corporation were
distributed to its then registered shareholders on a pro-rata
basis, and Sino Century Universal Corporation has ceased to
be the controlling shareholder but remains as a substantial
shareholder of the Company (as defined under the Listing
Rules). Since 1993, Mr. Hung has served as the chairman of the
board of directors of Shanghai Guang Can Foodstuff Co., Ltd.
Since 1987, Mr. Hung has served as the chairman of the board
of directors of Taiwan Tong Can Trading Co., Ltd.. Mr. Hung
is familiar with the management and operation of processing
and trading of raw-food materials enterprises.

Mr. Weiguang Shi, aged 55, non-executive Director. He
graduated from Tongji University in July 1986 with a bachelor’s
degree in engineering specializing in polymeter specialization in
construction materials engineering. Mr. Shi has approximately
20 years' experience in food industry and capital market. He
has been appointed as the managing director of Beijing Hosen
Investment Management Center (L.P) since July 2016 and is
responsible for overseeing and supervising project investments
and managements. He was the director of investor relationship
of People’s Food Holdings Limited and vice president on
strategy and operation of Jinluo Meat Products Group since
April 2008 to June 2016, and his primary duties were strategic
investment decisions and capital market related businesses
of the group. Since July 1992 to April 2008, Mr. Shi is the
director of Macro Engineering & Technology Inc. and its chief
representative in China and was responsible for establishing
and supervising several joint venture businesses.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wanwen Su, aged 45, independent non-executive
Director. Ms. Su is currently a clinical assistant professor in
School of Pharmacy, Taipei Medical University, and Advisor of
pharmaceutical care committee, Taiwan Pharmacist Association.
She is a registered pharmacist in Massachusetts, USA and a
certified pharmacist in Taiwan as well. She is also a certified
holistic health counselor certified by the American Association
of Drugless Practitioners in USA. She served as a researcher
of Clinical Research Center of Excellence for Clinical Trial and
Research, Taipei Medical University Wan-Fang Hospital, from
2008 to 2009 and a pharmacy manager in Stop and Shop
Pharmacy, from 2000 to 2006. She has a deep understanding
of nutrition and healthy living. Ms. Su obtained her Bachelor of
Science in pharmacy from Northeastern University in 1998 and
her Doctor of Pharmacy degree from Massachusetts College of
Pharmacy and Health Sciences in 2004 and took professional
and advanced health counseling training programs in Institute
for Integrative Nutrition affiliated with Columbia University
from 2005 to 2007.

Mr. Huai Jiang, aged 31, independent non-executive
Director. He is a senior manager of Sinolink Securities and a
certified public accountant in the PRC, and has a bachelor
degree. Mr. Jiang has over 10 years of experience in capital
market related work and has extensive working experience in
accounting and finance. From 2011 to 2016, Mr. Jiang worked
as a senior auditor at Deloitte Touche Tohmatsu CPA Ltd (&£ &)
K@ ETAIEFSAT) . Since 2016 till the present, Mr. Jiang has
been a senior manager of the investment banking department
of Sinolink Securities Co., Ltd. (B& &SR M BERAE]),
engaging in work related to IPO, refinancing and material asset
restructuring.
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Ms. Ming Hua Chen, aged 55, independent non-executive
Director. She has a junior college degree. Ms. Chen has long
been engaging in the hotel business as management personnel
and has abundant experience in hotel management. In 1982,
Ms. Chen joined Jurong Commercial Bureau ( f) & T i %
/&) and successively served as the financial manager of each
of Jurong Metals, Electrical Fittings and Chemical Engineering
Corporation (A A ™ A X {L4# A &) and Jurong Sugar,
Tobacco and Alcohol Corporation (A) AT HEEBBA N F]),
as well as the financial controller of Jurong Asia Mall ()& T
SEAREE ) |, having earned extensive experience in financial
management therefrom. In 2004, Ms. Chen joined Shuguang
Group (BB %M@ ), and successively served as the financial
manager and deputy general manager of Zhenjiang Shuguang
Property ($E)TRE Y B %) . Since 2008 till the present,
Ms. Chen has been working at Jurong Shuguang International
Hotel (A BE Y BIPX AJH L) as the deputy general manager,
general manager and chairman of the hotel in succession.

Mr. Chun Bin Xu, aged 56, independent non-executive
Director and the Chairman of the Board. He graduated
from the Business School of Nanjing University with an
EMBA degree. Mr. Xu has been working in the financial and
investment departments of the financial institutions for a long
term and has extensive experience in financial management
and financial investments. Mr. Xu joined Industrial and
Commercial Bank of China (“ICBC") in 1983, and he had been
appointed as the financial director and an officer of Nanjing
Sub-branch, vice president of Eastern Branch, president
of Xiaguan Branch, vice president of Nanjing Branch and
president of Yangzhou Branch of ICBC Since 1994. Mr. Xu had
been the president of Nanjing Branch of Bank of Shanghai, the
chairman of Jiangning District Shangyin Village Bank and the
general manager of Cash-Center of the of Bank of Shanghai
Head office since 2015.
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SENIOR MANAGEMENT

Mr. Weilun Liao, aged 52, was appointed as the Company’s
vice president of finance and accounting. Mr. Liao joined the
Group in 2011. Mr. Liao served as a senior auditor of Audit
Department of KPMG Taiwan from 1996 to 1998. Following
that, Mr. Liao served as a project manager of the Corporate
Finance Department, Corporate Banking Division of the Capital
Securities Corporation from 1998 to 2004. From 2008 to
2009, he served as a special assistant to the chairman of Long
Chen Paper Co., Ltd.. Mr. Liao obtained his Bachelor Degree in
accounting in Fu Jen University in 1995. In addition, Mr. Liao
obtained his qualifications as a Senior Securities Specialist
from Taiwan Securities Association and a Securities Investment
Trust and Consulting Professional from Securities Investment
Trust & Consulting Association of Taiwan, in 1999 and 2008,
respectively.

Ms. Yuping Jiang, aged 49, was appointed as the Company’s
vice president of sales and management. She oversees the
Company'’s overall operations in Nanjing, including overall sales
management, corporate rules formulation and enforcement,
appointment of the senior management. Ms. Jiang has gained
15 years of experience in factory management, retail outlet
management and expansion. She joined the Group in 2002.
Ms. Jiang oversees the expansion of the Company's Nanjing
retail network, from one retail outlet to the current 80 retail
outlets. Before joining the Group, Ms. Jiang served as the
manager and deputy general manager of Jiangsu Xinxi Hotel
from 1996 to 2002. Ms. Jiang has extensive experience in
finance and human resources management. In 2007, Ms. Jiang
was elected as a deputy to the People’s Congress of Baixia
District, Nanjing. Ms. Jiang received her Bachelor Degree in
food industry and science from Wuxi Institute of Light Industry
in 1994,

Ms. Liping Huang, aged 52, was appointed as the Company’s
vice president of sales and management. She is mainly
responsible for sales and management matters in Zhejiang,
Wuxi and Suzhou. She joined the Group in 2006. Ms. Huang
has approximately 16 years of experience in marketing
and procurement. Before joining the Group, she worked in
Shanghai Kangcheng Storage Co., Ltd. from 2001 to 2002
and in Shihu Storage (Shanghai) Co., Ltd. from 2004 to 2005.
Ms. Huang graduated from Fuzhou University in 1989.
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The Directors are pleased to present the Company's annual
report together with the audited consolidated financial
statements of the Group for the year ended 31 December
2019.

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability on 11 March 2008. On
23 February 2012 (the “Listing Date”), the Shares successfully
commenced dealing on the Stock Exchange by initially offering
250,000,000 Shares at the offer price of HK$1.60 per Share.
The Company subsequently issued 10,188,000 additional
Shares pursuant to the exercise of the over-allotment option
granted by the Company in connection with the initial public
offering on the Listing Date.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
There were no significant changes in the nature of the Group's
principal activities during the year ended 31 December
2019. Details of the principal subsidiaries of the Group as at
31 December 2019 are set out in note 24 to the consolidated
financial statements.

BUSINESS REVIEW

A fair review of the Group’s business and affairs during the
year is provided in the “Management Discussion and Analysis”
section on pages 5 to 20 of this annual report. An analysis
of the Group's performance during the year using financial
key performance indicators is provided in the Management
Discussion and Analysis section as well as the Financial
Summary on page 200 of this annual report. Besides, the
financial risk management objectives and policies of the
Group can be found in note 6 to the consolidated financial
statements. No important event after the period affecting
the Group has occurred since the end of the financial year. In
addition, the composition of the Board and the summary of the
work of all our Board committees, discussions on the Group's
environmental policies and performance, relationships with
its key stakeholders and compliance with relevant laws and
regulations which have a significant impact on the Group are
all contained in the “Corporate Governance Report” section
on pages 57 to 82 of this annual report. Our key relationship
with our Directors and employees can be found under “Human
Resources” paragraph on page 17 and “Directors and Senior
Management” section on pages 21 to 27 of this annual report.
The probable future business development of the Company
is discussed in the paragraph headed “Future Prospects” on
pages 18 to 20 of this annual report.
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RISKS AND UNCERTAINTIES

During the year ended 31 December 2019, we continued to
face risks and uncertainties in the bakery industry due to intense
competition from competitors and other businesses. For details,
please refer to “Future Prospects — Market Outlook” on pages
18 to 19 of this annual report. We continued to adopt the
policy of closing down cost-ineffective stores recording frequent
losses, continual increases in expenses or at inferior locations.
The increase in labour costs and raw materials are also other
types of ongoing risks and uncertainties that our Group faces
in our operations. All these risks and uncertainties have led to
our continual loss and the implementation of our strategy of
closing down of loss-making stores. To cope with such risks and
uncertainties, we strive to utilise our resources more efficiently
and explore new opportunities. For details, please refer to
“Future Prospects — Research and Development Prospects” on
pages 19 to 20 of this annual report. Moreover, food safety
continues to be the greatest industry risk of the bakery industry.
The Group adheres to its commitment to ensure food safety.
In the coming year, apart from the business plans mentioned
in this annual report, the Group will also adhere to its original
commitment with regard to environmental, social responsibilities
and corporate governance. Apart from our goal to make profits,
we also wish to contribute to the environment, welfare of
society and social justice.

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2019 and
its financial position as at 31 December 2019 are set out in the
consolidated financial statements on pages 88 to 94.

The Board does not recommend the payment of a final
dividend for 2019.

DIVIDEND POLICY

As the Group recorded operating loss in recent years,
and considering the competition risk of the industry, the
management will take the principle of remaining funds as
its dividend policy. Firstly, the Group with aim to improve
the future financial structure, replenish working capital and
develop industry chain. After the establishment of sound
financial system and the achievement of business development
opportunity, the management will determine the appropriate
amount in aggregation for dividends distribution and propose
the proportion of dividends distribution if idle capital exists,
and submit the dividend distribution plan to the Board. The
dividends will be distributed to all shareholders after the
approval in general meeting, if required.
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USE OF PROCEEDS FROM THE COMPANY’S
INITIAL PUBLIC OFFERING

The net proceeds from the Company's issue of new shares
at the time of its listing on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 23 February
2012 (the “Listing Date”) and pursuant to the exercise
of the over-allotment option on 16 March 2012 amounted
to HK$356,800,000. Such net proceeds are intended to
be or have been applied in accordance with the proposed
applications as set out in the section headed “Future Plans
and Use of Proceeds” in the prospectus of the Company dated
10 February 2012 (the “Prospectus”). A summary of the use
of proceeds are set out below:
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the listing, after deduction of the underwriting fees and expenses
paid by the Company in connection therewith, were approximately
HK$415.8 million. The actual net proceeds received by the Company
were approximately HK$356.8 million. The Company intends to
adjust the difference of approximately HK$59 million to each
business strategies in the same proportion as the original funds
applied as shown in the Prospectus.
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As at 31 December 2019, the balance of unutilised net
proceeds amounted to approximately HK$5,500,000 (2018:
HK$8,098,000) and the unutilised net proceeds are temporarily
placed as short term to deposit with licensed institutions in
Hong Kong.

FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and
non-controlling interests of the Group for the last five financial
years is set out on page 200 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment
of the Group during the year are set out in note 19 to the
consolidated financial statements.

BORROWINGS AND PLEDGED ASSETS

The Group retained a healthy financial position. As at
31 December 2019, the Group has obtained bank borrowings
amounting to RMB35,950,000 (2018: Nil), which carries an
interest rate at 5.34% and is secured by a charge over the
Group's property, plant and equipment .

SHARE CAPITAL

Details of movements in the Company’s Share capital during
the year are set out in note 28 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company'’s articles of association (the "Articles”) or the laws of
the Cayman Islands which would oblige the Company to offer
new Shares on a pro rata basis to the existing Shareholders of
the Company.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

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

RESERVES

Details of the movements in the reserves of the Group during
the year are set out in the consolidated statement of changes
in equity on page 91.
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DISTRIBUTABLE RESERVES

The Company's reserves available for distribution represent
the share premium, reserves and profit which in aggregate
amounted to approximately RMB234,413,000 as at
31 December 2019. Under the Companies Law, Cap 22 (Law
3 of 1961, consolidated and revised) of the Cayman Islands,
the share premium of the Company is available for paying
distributions or dividends to Shareholders subject to the
provisions of the Company’'s memorandum and the Articles
and provided that immediately following the date on which
distribution or dividend is proposed to be paid, the Company
is able to pay its debts as they fall due in the ordinary course
of business. In accordance with the Articles, dividends may be
declared and paid out of the profits of the Company, realised
or unrealised or from any reserve set aside from profits which
the Directors determine is no longer needed. With the sanction
of an ordinary resolution, dividends may also be declared and
paid out of the share premium account of the Company.

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2019, the Group’s largest
supplier accounted for 11.27% of the Group's total purchases.
The Group'’s five largest suppliers accounted for 29.59% of the
Group's total purchases.

During the year ended 31 December 2019, no single customer
accounted for over 10% of the Group’s total sales.

Saved as disclosed above, none of the Directors or any of
their associates (as defined under the Listing Rules) or any
Shareholders (which, to the best knowledge of the Directors
of the Company, own more than 5% of the Company’s issued
share capital) has any beneficial interest in the Group's five
largest suppliers.
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CHARITABLE DONATIONS

During the year ended 31 December 2019, the Group made
no charitable and other donations.

DIRECTORS

The Directors during the year ended 31 December 2019 and
up to the date of this annual report are as follows:

Executive Directors:

Mr. Yong Ning Zhu

Mr. Ming-Tien Lin

Mr. I-Sheng Chan

Ms. Jo-Hsien Chiang

Mr. Chien-Li Tseng (appointed on 30 August 2019)
Mr. Chi Ming Xu (resigned on 20 August 2019)

Non-executive Directors:

Mr. Dun-Ching Hung

Mr. Chi-Ming Chou

Mr. Weiguang Shi

Mr. Yuan Lin (resigned on 28 March 2019)

Independent non-executive Directors:

Mr. Chun Bin Xu (appointed on 30 August 2019)

Ms. Wanwen Su

Mr. Huai Jiang (appointed on 31 March 2020)

Ms. Ming Hua Chen (appointed on 31 March 2020)

Mr. Haiming Gao (resigned on 27 March 2019)

Mr. Chen Zhou (appointed on 29 March 2019 and
resigned on 13 March 2020)

Mr. Meilin Zhou (retired on 21 June 2019)

Mr. Shi Chen (removed on 20 August 2019)

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Company is of
the view that all the independent non-executive Directors meet
the independence guidelines set out in Rule 3.13 of the Listing
Rules and are independent in accordance with the terms of the
guidelines.
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BIOGRAPHIES OF DIRECTORS AND
MEMBERS OF SENIOR MANAGEMENT

Biographical details of the Directors and senior management of
the Group are set out on pages 21 to 27 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Mr. Yong Ning Zhu has entered into a service contract with the
Company for an initial term of three years commencing from
1 November 2018 which can be terminated by either party
serving on the other not less than one month’s notice, and in
any event is subject to retirement by rotation and re-election at
the annual general meeting in accordance to the Articles.

Each of Mr. Dun-Ching Hung and Mr. Weiguang Shi has
entered into a service contract with the Company for an initial
term of three years commencing from 17 November 2017
which can be terminated by either party serving on the other
not less than one month’s notice, and in any event is subject
to retirement by rotation and re-election at the annual general
meeting in accordance to the Articles.

Each of Mr. I-Sheng Chan and Ms. Jo-Hsien Chiang has
entered into a service contract with the Company for a fixed
term of three years commencing from 16 November 2017,
and is subject to retirement by rotation and re-election at the
annual general meeting in accordance to the Articles.

Mr. Ming-Tien Lin has entered into a service contract with the
Company for an initial term of three years commencing from
3 June 2016 which can be terminated by either party serving
on the other not less than one month’s notice, and in any
event is subject to retirement by rotation and re-election at the
annual general meeting in accordance to the Articles.

Mr. Chien-Li Tseng has entered into a service contract with
the Company for an initial term of three years commencing
from 30 August 2019 which can be terminated by either party
serving on the other not less than one month’s notice, and is
subject to retirement by rotation and re-election at the annual
general meeting in accordance to the Articles.
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Mr. Chi-Ming Chou has entered into a service contract with
the Company for a fixed term of three years starting from
23 February 2015. The initial term shall be automatically
renewed for another term of three years upon expiry of the
initial term unless terminated by either party by giving notice
in writing to the other party at least one month prior to the
expiry of the then term. A supplemental service contract
has been entered into between Mr. Chi-Ming Chou and
the Company with respect to the re-designation from an
executive Director to a non-executive Director with effect from
23 December 2015. Except for the aforesaid re-designation, all
material terms of the service contract remain unchanged. He is
subject to retirement by rotation and re-election at the annual
general meeting in accordance to the Articles.

Ms. Wanwen Su has entered into a service contract with
the Company for a fixed term of three years starting from
23 February 2015. The fixed term shall be automatically
renewed for another term of three years upon expiry of the
then term unless terminated by either party by giving notice
in writing to the other party at least one month prior to the
expiry of the then term. She is subject to retirement by rotation
and re-election at the annual general meetings in accordance
with the Articles.

Mr. Chun Bin Xu has entered into a service contract with
the Company for a fixed term of three years starting from
30 August 2019. The fixed term shall be automatically
renewed for another term of three years upon expiry of the
then term unless terminated by either party by giving notice
in writing to the other party at least one month prior to the
expiry of the then term. He is subject to retirement by rotation
and re-election at the annual general meeting in accordance
with the Articles.

Each of Mr. Huai Jiang and Ms. Ming Hua Chen have entered
into a service contract with the Company for a fixed term of
three years starting from 31 March 2020. The fixed term shall
be automatically renewed for another term of three years
upon expiry of the then term unless terminated by either
party by giving notice in writing to the other party at least one
month prior to the expiry of the then term. They are subject
to retirement by rotation and re-election at the annual general
meeting in accordance with the Articles.
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None of the Directors has a service contract with the Company
or any of its subsidiaries which is not determinable within one
year without payment of compensation (other than statutory
compensation).

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Group were entered into or in existence during the year and as
at 31 December 2019.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in this annual report, no contract of
significance to the business of the Group 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 during the year and as
at 31 December 2019.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Save as disclosed herein, during the year ended 31 December
2019 and up to the date of this annual report, none of the
Directors or their respective associates had engaged in or had
any interest in any business which competes or may compete
with the businesses of the Group.

DIRECTORS’ INDEMNITIES

Pursuant to the Articles, every Director shall be indemnified
and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which such Director shall or may incur
or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of his duty in his office.
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None of the Directors shall be answerable for the acts, receipts,
neglects or defaults of the other or for joining in any receipts
for the sake of conformity, or for any bankers or other persons
with whom any moneys or effects belonging to the Company
shall or may be lodged or deposited for safe custody, or for
insufficiency or deficiency of any security upon which any
moneys of or belonging to the Company shall be placed out
on or invested, or for any other loss, misfortune or damage
which may happen in the execution of his office, or in relation
thereto; provided that this indemnity shall not extend to any
matter in respect of any fraud or dishonesty which may attach
to such Director.

Each Shareholder agrees to waive any claim or right of action
he might have, whether individually or by or in the right of
the Company, against any Director on account of any action
taken by such Director, or the failure of such Director to take
any action in the performance of his duties with or for the
Company; provided that such waiver shall not extend to any
matter in respect of any fraud or dishonesty which may attach
to such Director.

Cayman Islands law does not limit the extent to which the
Articles may provide for indemnification of officers and
directors, except to the extent any such provision may be held
by the court to be contrary to public policy (e.g. for purporting
to provide indemnification against the consequences of
committing a crime).

The Company has arranged appropriate directors’ and officers'
liability insurance coverage for the Directors and officers of the
Group.

TAX RELIEF

The Company is not aware of any relief on taxation available
to the Shareholders by reason of their holdings of the Shares. If
the shareholders are unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or exercising of
any rights in relation to the Shares, they are advised to consult
their professional advisers.
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CHANGE IN DIRECTOR'’S INFORMATION

The term of certain Directors commenced from the date of
their respective appointment for a term of three years, the
aforesaid term shall be automatically renewed for another term
of three years upon expiry of the term.

Save as disclosed above, the Company is not aware of any
information which is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

REMUNERATION POLICY

The Board has the general power of determining the
Directors’ remuneration, subject to authorisation of the
Shareholders at the annual general meeting each year. The
remuneration of the executive Directors is subject to review
by the Remuneration Committee, and their remuneration is
determined with reference to the Directors’ qualifications,
experience, duties, responsibilities and performance and
results of the Group. As for the independent non-executive
Directors, remuneration is determined by the Board, upon
recommendation from the Remuneration Committee, and
which is determined with reference to, among others, the
Directors’ qualifications, experience, duties and responsibilities.
Details of the emoluments of the Directors and the five highest
paid individuals are set out in note 15 and note 14 to the
consolidated financial statements.

No Director has waived or has agreed to waive any emolument
during the year ended 31 December 2019.

The Group had a total of 3,306 employees as at 31 December
2019, with the majority being sales staff in stores. Total annual
payroll amounted to approximately RMB282,457,000. In
addition to fixed wages, our employees may be granted other
allowances and a year-end bonus subject to performance
appraisal. Currently, the Group carries out the store-closure
plans and staff downsizing, that results to job rotation,
multi-skills training and legal severance that affects relevant
staff. Training and control of labour costs remain the key
focuses of our human resources work.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2019, the interests or short positions of
the Directors and the chief executive of the Company in the
Shares, underlying Shares and debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO"))
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the
SFO), or which were recorded in the register required to be
kept by the Company under Section 352 of the SFO, or which
were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules, to be notified to
the Company and the Stock Exchange, were as follows:

LR N
ERTREABESL
Percentage of the

EERBE A

RKEFRED RIEHEE RS

Mr. Yong Ning Zhu @ Interest in a controlled corporation
HEER A Rt EEERS

Mr. Dun-Ching Hung @ Interest in a controlled corporation
LB L® Fe B 2

Ms. Jo-Hsien Chiang @ Interest of spouse
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Number of Company'’s issued
ordinary Shares  Position share capital
119,790,227 S 11.86%
Long
68,571,303 I & 6.79%
Long
184,212,244 W& 18.24%
Long
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Notes:

(1) China Huaneng Foundation Construction Investment Limited is
wholly owned by Yong Ning Zhu. Pursuant to Part XV of the SFO,
Yong Ning Zhu is deemed to be interested in the Shares held by
China Huaneng Foundation Construction Investment Limited.

(2) These Shares are held by Mr. Dun-Ching Hung, who is a
non-executive Director, through Sparkling Light Corporation, which is

wholly-owned by Mr. Dun-Ching Hung.

(3) Since Ms. Jo-Hsien Chiang is the spouse of Mr. Tien-An Lo, and
184,212,244 Shares of the Company are held by Mr. Tien-An Lo,
who is a substantial shareholder of the Company, through Sino
Century Universal Corporation, Ms. Chiang was deemed to be
interested in the Shares in which Mr. Tien-An Lo was interested
within the meaning of Part XV of the SFO.

Save as disclosed above, none of the Directors or the chief
executive of the Company had, as at 31 December 2019, any
interests or short positions in the Shares, underlying Shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO)
which would have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the
SFO), or which were recorded in the register required to be
kept by the Company under Section 352 of the SFO, or which
were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS

BARBIESSAESTTBRAEMMN RZE—-—NF+=ZA So far as is known to any Director or chief executive of the
=+— 8 RROKBEROTFHEEREZFRBEKROE Company, as at 31 December 2019, Shareholders (other than

XVEBE2R EIDHMEBRARAIBE 2 DR E 5 Directors or the chief executive of the Company) who had
BRAARRBIRBES RAEGOIEIHRERE 25 M interests or short positions in the Shares or underlying Shares
ZERIRBZRE (RRFAEZEFTSIRZSTHAERIN I which would fall to be disclosed to the Company under the
N provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the
Company under Section 336 of the SFO were as follows:
FTERFRARGZEFR Long Positions of Substantial Shareholders in the Shares
EARAT
RREW B REME ZERHE B ERITRABSL
Percentage of the
Number of Company'’s issued
Name of Shareholders Capacity/nature of interest ordinary Shares  Position share capital
Sino Century Universal Corporation”  Ez#A A 184,212,244 & 18.24%
Beneficial owner Long
Goyen Investments Ltd.(" ZEHEEER 184,212,244 t1& 18.24%
Interest in a controlled corporation Long
BALFED REHEEER 184,212,244 47 18.24%
Lo Tien-An® Interest in a controlled corporation Long
Sparking Light Corporation B A 68,571,303 & 6.79%
Beneficial owner Long
RELHR(RI)ARAR EEBEAA 100,780,798  if & 9.98%
Oriental Petroleum (Yangtze) Limited® Beneficial owner Long
SHREEBRAF i EE S 100,780,798 & 9.98%
Matheson Enterprises Limited® Interest in a controlled corporation Long
B —1g® Rt EEER 100,780,798 & 9.98%
Yifeng Zhou® Interest in a controlled corporation Long
T8 SRt EE s 100,780,798 & 9.98%
Mingxiang Wang® Interest in a controlled corporation Long
Christine Princess Co. (PTC) Ltd. A 75,000,000 #fE 7.42%
(T Christine Princess | ) @
Christine Princess Co. (PTC) Ltd. Trustee Long
(" Christine Princess”) “
PREERENERIRERRAT E&HEAA 119,790,227 ¥ 11.86%
China Huaneng Foundation Beneficial owner Long
Construction Investment Limited
Add Fortune Ventures Limited © EEBEAA 121,500,000  #f & 12.03%
Beneficial owner Long
Lucky Creation Group Limited® ZEEHEE R 121,500,000 & 12.03%
Interest in a controlled corporation Long
EFE0 gt EEERS 121,500,000 & 12.03%
Hao Wang® Interest in a controlled corporation Long
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Notes:

(1 Sino Century Universal Corporation is wholly owned by Mr. Tien-An
Lo through Goyen Investments Ltd. Mr. Tien-An Lo is deemed to
be interested in all the Shares in which Sino Century Universal

Corporation is interested in pursuant to the SFO.

(2) Oriental Petroleum (Yangtze) Limited is wholly owned by Matheson
Enterprises Limited. Matheson Enterprises Limited is owned by Yifeng
Zhou as to 35% and Mingxiang Wang as to 65%. Yifeng Zhou and
Mingxiang Wang are deemed to be interested in all the Shares in
which Oriental Petroleum (Yangtze) Limited is interested in pursuant
to the SFO.

(3) Add Fortune Ventures Limited is wholly owned by Hao Wang
through Lucky Creation Group Limited. Hao Wang is deemed to be
interested in all the Shares in which Add Fortune Ventures Limited is

interested in pursuant to the SFO.

(4) Christine Princess Co. (PTC) Ltd. is a trust company incorporated
in the British Virgin Islands, which holds its equity interest in the
Company on trust for the benefit of management employees.

Save as disclosed above, as at 31 December 2019, the
Company had not been notified by any persons (other than
Directors or the chief executive of the Company) who had
interests or short positions in the Shares or underlying Shares
of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO.
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Name of grantee

BRERHHE

Shares awarded

PRE-IPO SHARE AWARD AND PRE-IPO
SHARE OPTIONS

On 27 December 2011, Christine Princess, being a Shareholder,
adopted the Share Award Scheme and the Share Option
Scheme (collectively named as the “Schemes”). The Schemes
involve the transfer of existing Shares held by Christine Princess
in the Company to eligible participants under the Schemes. No
new Shares will be issued by the Company for the purposes of
the Schemes, nor will there be any grant of options over new
securities of the Company and accordingly, the Schemes do not
fall within the ambit of, and are not subject to, the regulations
under Chapter 17 of the Listing Rules. The Directors consider
the grant of the Share Award and the Share Options has an
impact on the financial statements since the date of grant
and the subsequent financial periods. Such impact is disclosed
in note 37 to the consolidated financial statements of this
annual report. A summary of the terms of the Schemes has
been set out in Appendix VI to the prospectus of the Company
dated 10 February 2012 under the section headed “D. OTHER
INFORMATION”. The Shares awarded under the Scheme are
subject to a lock-up period of three years commencing from
the date of award, and the Share Award Scheme was expired
in year 2015.

As of 31 December 2019, the following Shares had been
awarded under the Share Award Scheme:

RERRZFEREMABIL
Approximate percentage of
shareholding held upon the award

Number of

SRF O
Xiuping Zhu @
RNE@
Qiuyi Yu @
Yuping Jiang
B 5 -

(1) XFEFLITERZZT-—=FZA=Z+/N\BEK TRRBHEAE
ARBEREHNTE

() AMEBRIER-Z-—AFHEA T EER-
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4,125,000 0.41

1,125,000 0.11

1,125,000 0.11
Notes:

(1) Ms. Xiuping Zhu retired on 28 February 2013 and ceased to be the
chief executive officer of the Company on the same date.

(2) Ms. Qiuyi Yu resigned on 16 April 2015.
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As of 31 December 2019, all share option schemes had lapsed.

Directors’ Rights to Acquire Shares or Debentures

Save as otherwise disclosed in this annual report, at no time
during the year ended 31 December 2019 were rights to
acquire benefits by means of the acquisition of Shares in or
debentures of the Company granted to any Director or their
respective spouse or children under 18 years of age, or were
any such rights exercised by them; or was the Company and
any of its subsidiaries a party to any arrangement to enable the
Directors, or their respective spouse or children under 18 years
of age, to acquire such rights in any other body corporate.

RELATED PARTY TRANSACTIONS

Details of related party transactions of the Group for the
year ended 31 December 2019 are set out in note 42 of the
consolidated financial statements contained herein.

In relation to those related party transactions, save as the
related party transactions with Shanghai Meixin Trade Co.,
Ltd. regarding the purchase of goods and materials which are
regarded as fully exempt continuing connected transactions
as defined under Chapter 14A of the Listing Rules, the
other transactions disclosed in note 42 of the consolidated
financial statements as related party transactions constituted
non-exempt continuing connected transactions as defined
under Chapter 14A of the Listing Rules, and the Directors
confirm that the Company had complied with the disclosure
requirements in accordance with Chapter 14A of the Listing
Rules.
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The related party transactions as disclosed in note 42(b)
of the consolidated financial statements in respect of the
remuneration of Directors of the Company constitute
continuing connected transactions as defined in Chapter 14A
of the Listing Rules. However, these transactions are exempt
from reporting, announcement and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.
The related party transactions in respect of the remuneration
of key management personnel (other than Directors) of the
Company did not fall under the definition of connected
transactions or continuing connected transactions as defined in
Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

The Group had entered into certain transactions with parties
which are connected persons of the Company under the Listing
Rules. These transactions are considered to be continuing
connected transactions under the Listing Rules, which need
to be disclosed herein in compliance with the requirements
under the Listing Rules. Details of the continuing connected
transactions are as follows:
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Non-exempt Continuing Connected Transactions

M

*

On 8 November 2016, Shanghai Christine Foodstuff
Co., Lid.* (EBRFHK TR MABRAF) (“Shanghai
Christine”), Shanghai Shuanghong Bakery Co., Ltd.*
(EBE% B AR A7) (“Shanghai Shuanghong
Bakery"”), Shanghai Ji Yuan De Foodstuff Co., Ltd.* ( k£
HEILERMBAERAA) (“Shanghai Ji Yuan De”),
Shanghai Christine Sweet Art Foodstuff Co., Ltd.* ( k£
BRAKTHEZEMRMABR LD F) ("Shanghai
Sweet Art"), Nanjing Christine Foodstuff Co., Ltd.* (7
R A TRMARAF) (“Nanjing Christine”),
Hangzhou Christine Foodstuff Co., Ltd.* ()M 52 %4k
TR AR A F]) (“Hangzhou Christine”), Ningbo
Christine Foodstuff Co., Ltd.* (Z & 52 #1457 B M
BR A7) (“"Ningbo Christine”) and Hangzhou
Danbi Foodstuff Co., Ltd.* (LN BMBRAF])
("Hangzhou Danbi”) entered into a renewed Wujiang
Shangpu master supply agreement (the “Renewed
Wujiang Shangpu Master Supply Agreement”)
with Wujiang Shangpu Packing Products Co., Ltd.* (&
LA B EEMARAF) ("Wujiang Shangpu”),
approximately 31.36% of the effective interest of which
is collectively owned by the associates of Mr. Chi-Ming
Chou, currently a non-executive Director, namely (a)
3.95% by Mr. Yulin Zheng, being the nephew of Mr.
Chi-Ming Chou; (b) 3.00% by Mr. Nongjie Liu, being
the nephew of Mr. Chi-Ming Chou; and (c) 40.68% by
Hao Sheng Group Holdings Limited, a company owned
by three children of Mr. Chi-Ming Chou as to 60%,
pursuant to which Wujiang Shangpu supplied to the
Group paper packaging materials which are mainly used
for wrapping and packaging of moon cakes, bread,
cakes and other bakery products.

The relevant pricing is determined on an arm’s length
basis and comparable to prevailing market rates of
similar products supplied within the PRC. In determining
the prevailing market rates, the Group will make
reference to the prices from two or more independent
suppliers before placing a purchase order. The prices and
terms agreed are not higher and not less favourable to
the Group than those available from independent third
parties in the ordinary and usual course of business.
The Group maintains regular contacts with the suppliers
of paper packaging materials for the wrapping and
packaging of moon cakes and bakery products, and will
keep abreast of the latest prices of such products for the
purpose of determining prevailing market rates.

For identification purposes only
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As the highest applicable percentage ratio of the
transactions contemplated under the Renewed Wujiang
Shangpu Master Supply Agreement exceeds 0.1% but
is less than 5%, therefore such transaction is subject
to the reporting, announcement and annual review
requirements but is exempt from the requirements for
approval by independent shareholders under Chapter
14A of the Listing Rules.

The Renewed Wujiang Shangpu Master Supply
Agreement is for a term of 3 years from 1 January 2017
and will expire on 31 December 2019.

During the year, the Group's total transaction amount
with Wujiang Shangpu contemplated under the
Renewed Wujiang Shangpu Master Supply Agreement
is RMBNil. The annual cap of transaction amount for the
year ended 31 December 2019 is RMB10,876,000.

On 30 December 2016, Shanghai Christine entered into
a new master processing agreement with Yi Pin Xuan,
which is wholly-owned by Gourmet Holding Co., Ltd.,
which, in turn, is wholly-owned by Ms. Ching-Ying
Huang Lo, being the sister of Mr. Tien-An Lo, a
substantial shareholder and the former chief executive
officer, and former executive Director and the former
Chairman of the Company (the “New Yi Pin Xuan
Master Processing Agreement”), pursuant to which
the Group will provide all ingredients (including flour,
sugar and oil, etc.) to Yi Pin Xuan for Yi Pin Xuan to
process them into Christine-branded products (mainly
bread and cakes, with others including pastries) for
the Group in accordance with the prescribed quality
standards as set out in the New Yi Pin Xuan Master
Processing Agreement. Accordingly, Yi Pin Xuan will
only provide processing services in respect of such
Christine-branded products. The pricing for the
processing services to be provided has been determined
on an arm'’s length basis between the parties. For each
Christine-branded product processed by Yi Pin Xuan,
the Group will pay Yi Pin Xuan a processing fee which
is 12% of the retail price of that Christine-branded
product.
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Such processing fee is determined with reference to
(i) the production cost (including labour costs, costs of
processing equipment and related expenses) of each
Christine-branded product to be borne by Yi Pin Xuan,
which is estimated to be 10% of the retail price of each
Christine-branded product; and (i) a profit margin to be
charged by Yi Pin Xuan, which is 2% of the retail price
of each Christine-branded product. Such processing
fees shall not, in any event, be higher than the fees for
services with comparable nature and scale charged by
other independent third party service providers. Before
placing processing orders, the Group will make reference
to the quotations from two or more independent third
party service providers. The processing fees and terms
agreed between the Group and Yi Pin Xuan shall not be
higher and not less favourable to the Group than those
available from independent third party service providers
in the ordinary and usual course of business. The Group
maintains regular contact with processing service
providers of pastries products, and will keep abreast
of the latest processing fees of such products for the
purpose of ensuring that the pricing of the transactions
contemplated under the New Yi Pin Xuan Master
Processing Agreement are fair and reasonable.

The New Yi Pin Xuan Master Processing Agreement is
for a term of three years from 1 January 2017 and will
expire on 31 December 2019.

During the year, the Group's total transaction amount
with Yi Pin Xuan contemplated under the New Yi Pin
Xuan Master Processing Agreement is RMB7,305,000.
The annual cap for the year ended 31 December 2019 is
RMB20,000,000.

The Company has followed the pricing policies and
mechanisms set out in the respective agreements for
the above continuing connected transactions when
determining the prices and terms of those transactions
during the year. The internal audit department has also
reviewed these transactions and the related internal
control procedures, and provided the relevant findings to
the independent non-executive Directors to assist them
in performing their annual review.
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The independent non-executive Directors and the Audit
Committee (the “Audit Committee”) have reviewed
the above continuing connected transactions numbered
1 to 2 for the year ended 31 December 2019 and have
confirmed that these continuing connected transactions
are:

(1) entered into in the ordinary and usual course of
business of the Group;

(2) entered into on normal commercial terms or
better; and

(3) in accordance with the terms of respective
agreements governing the transactions that are
fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

In accordance with the requirement of Rule 14A.56 of
the Listing Rules, the Board has engaged the auditors
to perform certain procedures on the above continuing
connected transactions. The auditors have reviewed the above
transactions in accordance with Hong Kong standards on
Assurance Engagements 3000 “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions Under the Hong Kong
Listing Rules”issued by the Hong Kong Institute of Certified
Public Accountants, and confirmed that the continuing
connected transactions:

(1) have received the approval of the Board;

(2) are, in all material respects, in accordance with the
pricing policies of the Group if the transactions involve
provision of goods or services by the Group;

(3) have been entered into, in all material respects, in
accordance with the relevant agreements governing the
transactions; and

(4)  have not exceeded the caps.

RRIHSTEMIZERARAT Christine International Holdings Limited

49



50

EEEHS
REPORT OF THE DIRECTORS

EERTH

EFBAE-T-AF—A-AE-T-AFT=A
=+—B - ARASEALHRAKGIRRZ CEEAT
ARG REARE (REEATH) 2 FAREETER
AT RUBTHRLZ B A G B R EA T I T T A
BB BRI -

EEERTRTRARIEA2.14%

REBECEERTANTAIRXEA2 G TEEREFAT
ENAEREERY TR - ARBREI -AM R_-F
—N\E+—A—B ZEEXEERERRREENTE ([E
RHTE]) AR RKEALBZERATEEZLEFH
TE ARBER-—"FT-N\F+_A+LtRAEZEREES
TRE-A RZ-AFAARBRRKERTERENTE
MR EEEZERRFNITE 2R NARALER D 7 H
BERATE -BEEMERENR —T-NFLA-TNABEIE
BEHAE MARRBE-_ZE—NE+-_A=+—81E
BFEHMITE -

ARREZRERSRNNENEET XHREARFNERE
(BRESSEBRHBLIL RNERER TR BES
ENEFZERETER)ENEREEN ST 2 BERE-
MBESFRARRAGRIRERLREXRE REREFE
ERLIRMCFROEEZEBBRENREH B RA
FZER M EETEZREHEBAZHRABB &
ZeHE BRBENNERESCMHEBREEL R ER
MzEamE - MEABRERMEEEBRE

—ZT—NFE® Annual Report 2019

CORPORATE GOVERNANCE CODE

The Directors consider that the Company has applied the
principles of the Corporate Governance Code and Corporate
Governance Report (the “CG Code”) set out in Appendix
14 to the Listing Rules and complied with the applicable
code provisions during the period from 1 January 2019 to
31 December 2019 as set out in the CG Code, except for the
deviation to the following code provisions of the CG Code.

Code Provision A.2.1 of the CG Code

Pursuant to code provision A.2.1 of the Corporate Governance
Code, the responsibility between the chairman and the
chief executive officer should be separate and should not be
performed by the same individual. However, Mr. Tien-An Lo
stepped down as the chief executive officer (the “CEQ") of the
Company on 1 November 2018. On the same day, Mr. Yong
Ning Zhu was appointed as the executive Director and CEO,
and he was subsequently appointed as the chairman of the
Board on 17 December 2018. Therefore, the Company did not
have a separate chairman and CEO until Mr. Yong Ning Zhu
stepped down as CEO and Mr. Yu Lin was appointed as CEO
on 5 May 2019. Subsequently, Mr. Yu Lin resigned as CEO
on 29 July 2019 and the Company did not have CEO until
31 December 2019.

The Company has considered the issue of balance of power
of authority on the Board and believes the structure of the
Company, including strong independent elements in the Board,
delegation of authorities to the management, supervision by
the Board and Board committees, is sufficient to address the
potential issue on power concentration. All Directors, who
bring different experience and expertise to the Company, are
properly briefed on issues arising at Board meetings and that
adequate, complete and reliable information is received by the
Directors. Furthermore, decisions of the Board are made by
way of majority votes. The Board believes that this structure
is conducive to a more precise and prompt response to the
fast changing business environment and a more efficient
management and implementation of business process.
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The Board understands that the roles of chairman and CEO
shall be independent from each other to ensure balanced
distribution of power and authorization, without facing the
situation that power is concentrated in one person. Therefore,
the Group would proactively identify appropriate talent with
rich experience in dealing with relevant businesses of the
Group, and appoint him as soon as practicable to manage the
daily operation of the Group.

Code Provision A.5.1 of the CG Code

Pursuant to code provision A.5.1 of the CG Code, the
Nomination Committee is required to be chaired by the
chairman of the board or an independent non-executive
director (“INED") and comprises a majority of INEDs. During
the period from 1 January 2019 to 28 March 2019, the Board
cannot meet the requirements of code provision A.5.1 of the
CG Code. Following the appointment of members of the
Nomination Committee of the Company (the “Nomination
Committee”) on 11 February 2019 and the subsequent
appointment of member and chairman of the Nomination
Committee on 29 March 2019, Mr. Meilin Zhou and Mr. Shi
Chen, the then INEDs, were appointed as members of the
Nomination Committee with effect from 11 February 2019. On
29 March 2019, Mr. Yong Ning Zhu, an executive Director, has
been appointed as a member of the Nomination Committee
and he also serves as the chairman of the Nomination
Committee with effect from 29 March 2019. During the period
from 11 February 2019 to 21 June 2019, the Nomination
Committee comprised a majority of INEDs. During the period
from 29 March 2019 to 12 June 2019, the Nomination
Committee was chaired by the chairman of the Board. As
such, the Company was in compliance with the requirements
prescribed under code provision A.5.1 of the CG Code during
the period from 29 March 2019 to 12 June 2019.

Following the change of the chairman of the Board on 12 June
2019, Mr. Yong Ning Zhu has stepped down from his position
as the chairman of the Board and Mr. Dun-Ching Hung, a
non-executive Director, has been appointed as the chairman of
the Board, both effective from 12 June 2019.
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Following the poll results at the annual general meeting of the
Company held on 21 June 2019 (the “AGM") and the polls
results at the extraordinary general meeting of the Company
held on 20 August 2019 (the “"EGM"), Mr. Meilin Zhou retired
as an INED with effect from the conclusion of the AGM and
Mr. Shi Chen was removed as a Director with effect from the
conclusion of the EGM.

As a result, the Nomination Committee is not chaired by the
chairman of the Board or an INED since 12 June 2019, and the
Nomination Committee did not comprise a majority of INEDs
since 21 June 2019.

Since the Company failed to identify suitable candidates to
take up the vacancies left by Mr. Meilin Zhou and Mr. Shi
Chen, the Nomination Committee currently only has one
member, namely Mr. Yong Ning Zhu, an executive Director,
who is also the chairman of Nomination Committee, since
20 August 2019. The Company was not in compliance with
the requirements prescribed under code provision A.5.1 of the
CG Code since 12 June 2019 and up to the date of this report.
The Company will seek to re-comply with code provision A.5.1
of the CG Code by appointing suitable members and chairman
of the Nomination Committee in due course.

Code Provision C.3.3 of the CG Code

Pursuant to code provision C.3.3 of the Corporate Governance
Code, the Audit Committee is to be primarily responsible for
making recommendations to the Board on the appointment,
reappointment and removal of the external auditor.
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Reference is made to the announcements of the Company
dated 14 August 2019 and 28 February 2020. Following
the resignation of the former auditor of the Company,
Deloitte Touche Tohmatsu on 14 August 2019, the Company
appointed RSM Hong Kong as its new auditor to fill the causal
vacancy. In view of the emergency of engaging auditor for
the purpose of completing the audit of the Company for the
year ended 31 December 2019 and the limitation of region
and time, the Audit Committee meeting was not held for
making recommendations to the Board on the appointment
of external auditor according to its terms of reference.
However, the members of the Audit Committee did discharge
their responsibilities by selecting and assessing candidates.
Subsequently, the members of the Audit Committee
recommended RSM Hong Kong to the Board as the auditors of
the Company for approval and voted at the Board meeting for
the appointment of RSM Hong Kong as the auditors.

The Company deviated from the Code Provision C.3.3 during
the year ended 31 December 2019 and the year ending
31 December 2020 on the matter of appointment of the
external auditor. For the purpose of compliance with the Code
Provision C.3.3 in the future, Audit Committee should hold its
meeting(s) in the future according to its terms of reference for
making recommendations to the Board on the appointment,
reappointment and removal of the external auditor.

NON-COMPLIANCE WITH THE LISTING
RULES AND TERMS OF REFERENCE

According to Rule 3.10A of the Listing Rules, an issuer must
appoint INEDs representing at least one-third of the board.
Further, Rule 3.21 of the Listing Rules stipulates that the audit
committee must comprise a minimum of three members, at
least one of whom is an INED with appropriate professional
qualifications or accounting or related financial management
expertise as required under Rule 3.10(2) of the Listing
Rules (the “Qualification”) and the audit committee must
be chaired by an INED. Rule 3.25 of the Listing Rules also
requires a remuneration committee be chaired by an INED and
comprised a majority of INEDs.
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In addition, the terms of reference of each of the remuneration
committee of the Company (the “"Remuneration
Committee”) and Nomination Committee provides that such
committees should consist of a minimum of three members.
The terms of reference of the Nomination Committee also
requires that the majority of the members of the Nomination
Committee shall be INEDs, and the chairman of the
Nomination Committee shall be an INED or the chairman of
the Board.

Following the latest changes to the composition of each
of the Board, the audit committee of the Company (the
“Audit Committee”), the Remuneration Committee and
the Nomination Committee as disclosed in the Company's
announcement dated 22 May 2020, as of the date of this
report, the Board comprises twelve Directors, of which five
are executive Directors, three are non-executive Directors and
four are INEDs. The Audit Committee only has two members
(namely, Ms. Wanwen Su and Mr. Chun Bin Xu, both are
INEDs); the Nomination Committee only has one member
(namely, Mr. Yong Ning Zhu, an executive Director, who is
also the chairman of the Nomination Committee); and the
Remuneration Committee only has two members (namely,
Mr. Yong Ning Zhu, an executive Director, and Ms. Wanwen
Su, an INED). The chairman of each of the Audit Committee
and the Remuneration Committee is also vacated. For details of
the composition of each of the Board and committees, please
refer to the “List of Directors and Their Role and Function”
published by the Company on 22 May 2020.

As of the date of this report, (i) the number of INEDs met the
minimum number required under Rule 3.10A of the Listing
Rules, (i) the number of members of the Audit Committee
fell below the minimum number required under Rule 3.21 of
the Listing Rules, (iii) the absence of the chairman for each of
the Audit Committee and the Remuneration Committee does
not meet the requirements under Rules 3.21 and 3.25 of the
Listing Rules, respectively, (iv) the Audit Committee did not
include an INED with the Qualification as required under Rule
3.21 of the Listing Rules, and (v) the Remuneration Committee
did not comprise a majority of INEDs as required under Rule
3.25 of the Listing Rules.

ZT—UFFM Annual Report 2019 RRIASTEIBRIZERAMR AT Christine International Holdings Limited



EEEHS
REPORT OF THE DIRECTORS

o BHEARERR W FMEESRREZESREN
B A FRZ EBBREEMRENRD =K EEK
R(i)RAZBEARMBORBALIFBIIFATES AREE
BT RURAZEERBEREMRENBIIFNTE
EREEEIFE-

ExefrERYes @ ANENEREF=R UFEa LW
BRAIZHEBRE -EFETHNEELERRDFIRFMER
ERREAZEERERHRAENKEBUANTAES ERIE
HEMBEBRE - ARABBERIEHE-—FRE-

EREEERUBHREN

ARABERZEGCEREMARUEI2RRERLEER
SRR TEORERE -EXEZEENTIEREARD
PEZERVBREERF AREERERERHENER
MRHBYER EREVEEUNBETEESHENEM
BASEEE -

B REEECENAKEMRMNZ 5T RARESH -
Yilem T EZ AMEZERMBHERER EREHAKE
BE_Z-NFT_A=+-HLFEZEERRAYE
BR-BE_Z-NFT_A=T—BLFEZFEAUBR
RORARRINERBMBERXGIMEEMER - AHE
ZZEENEERBENFE S2HAAFHRFAREF6S5
HEF#IeXEARE—EZZBE]-

—T—AFEFWR Annual Report 2019

Furthermore, as of the date of this report, (i) the number
of members of each of the Remuneration Committee and
the Nomination Committee does not consist of a minimum
of three members as required under the respective terms
of reference, and (i) the majority of the members of the
Nomination Committee are not INEDs, and the chairman of
the Nomination Committee is not an INED or the chairman
of the Board as required under the terms of reference of the
Nomination Committee.

The Board is endeavoring to identify suitable candidate(s) to
fill the vacancies as soon as practicable in order to comply
with the relevant requirements under the Listing Rules. The
Board will also appoint sufficient number of and appropriate
members for each of the Remuneration Committee and
Nomination Committee after due consideration to comply with
the relevant requirements set out in the respective terms of
reference. The Company will make further announcement(s) as
and when appropriate.

Audit Committee and Review of Financial Statements

The Audit Committee has adopted written terms of reference
in compliance with Rule 3.21 of the Listing Rules and
paragraph C3 of the CG Code. The primary duties of the Audit
Committee are to assist the Board in providing an independent
view of the effectiveness of the financial reporting process,
internal control and risk management system, to oversee the
audit process and to perform other duties and responsibilities
as assigned by the Board.

The Audit Committee has reviewed with the management
accounting principles and practices adopted by the Group and
discussed the auditing, internal controls and financial reporting
matters, including review of the audited consolidated financial
statements of the Group for the year ended 31 December
2019. The consolidated financial statements for the year ended
31 December 2019 have been audited by the Company’s
external auditors, RSM Hong Kong. For further details on the
responsibilities and duties of the Audit Committee, please refer
to “Corporate Governance Report — Audit Committee” on
pages 64 to 65 of this annual report.
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MODEL CODE FOR DIRECTORS' SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the required standard for
securities transactions by Directors. Specific enquiries have
been made to all the Directors, including the existing Directors
and the former Directors who had been Directors during the
year ended 31 December 2019, and all the Directors, including
the existing Directors and the former Directors who had been
Directors during the year ended 31 December 2019, have
confirmed that they have complied with the required standards
set out in the Model Code throughout the year ended
31 December 2019.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company'’s total issued share capital was held by the public as
at the date of this annual report.

AUDITORS

RSM Hong Kong was newly appointed as the auditor of the
Group after the resignation of the previous auditors, Deloitte
Touche Tohmatsu. A resolution will be submitted at the 2020
annual general meeting to re-appoint RSM Hong Kong as the
external auditors of the Company.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

The Company does not have any other disclosure obligations
under Rules 13.20, 13.21 and 13.22 of the Listing Rules.

On behalf of the Board
Chun Bin Xu
Chairman

Shanghai, the PRC, 22 May 2020
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With an aim of creating an environment for the solid
sustainable growth of the Company and to enhance
Shareholders’ confidence and protect Shareholders’ interests,
the Board is committed to establishing an internally high
efficiency of corporate governance practices and procedures in
accordance with the Listing Rules and relevant applicable laws
and regulations.

The Company and the Board have adopted the code provisions
of the CG Code. During the year ended 31 December 2019,
save as disclosed below, the Board believes that the Company
has fully complied with the CG Code except for code provision
A2.1.

MODEL CODE ON SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code. Having made
specific enquiries to all the Directors, including the existing
Directors and the former Directors who had been Directors
during the year ended 31 December 2019, the Company
confirmed that all the Directors, including the existing Directors
and the former Directors who had been Directors during the
year ended 31 December 2019, have confirmed that they have
complied with the required standards set out in the Model
Code throughout the year ended 31 December 2019.
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BOARD OF DIRECTORS

The Composition of the Board

As the date of this annual report, the Board comprises
twelve members, including five executive Directors, three
non-executive Directors and four independent non-executive
Directors.

Executive Directors:

Mr. Yong Ning Zhu

Mr. Ming-Tien Lin

Mr. I-Sheng Chan

Ms. Jo-Hsien Chiang

Mr. Chien-Li Tseng (appointed on 30 August 2019)
Mr. Chi Ming Xu (resigned on 20 August 2019)

Non-executive Directors:

Mr. Dun-Ching Hung

Mr. Chi-Ming Chou

Mr. Weiguang Shi

Mr. Yuan Lin (resigned on 28 March 2019)

Independent non-executive Directors:

Mr. Chun Bin Xu (appointed on 30 August 2019)

Ms. Wanwen Su

Mr. Huai Jiang (appointed on 31 March 2020)

Ms. Ming Hua Chen (appointed on 31 March 2020)

Mr. Haiming Gao (resigned on 27 March 2019)

Mr. Chen Zhou (appointed on 29 March 2019 and
resigned on 13 March 2020)

Mr. Meilin Zhou (retired on 21 June 2019)

Mr. Shi Chen (removed on 20 August 2019)

The biographical details of the Directors and senior
management are set out on pages 21 to 27 of this annual
report. The composition of the Board is well balanced which
ensures that the unique expertise and experience of each
Director are pooled together to meet the business needs
of the Group and for the purposes of making independent
well-balanced judgments. Each Director has the relevant
professional and extensive corporate and strategic planning
experience, and thus will contribute well to the business
success of the Group.
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Independent Non-executive Directors

Reference is made to the announcements dated 1 November
2018, 11 December 2018, 29 March 2019, 21 June 2019 and
31 March 2020 of the Company. The Company had not been
in compliance with Rule 3.10A of the Listing Rules throughout
the periods from 1 November 2018 to 28 March 2019 and
from 21 June 2019 to 31 March 2020, which stipulates that
the number of independent non-executive directors shall
represent at least one-third of the Board.

As the Company had failed to identify a suitable candidate
to be the independent non-executive Director within three
months since 1 November 2018 pursuant to Rule 3.11
of the Listing Rules, such failure has constituted a breach
of Rule 3.11 of the Listing Rules throughout the period
from 1 February 2019 to 28 March 2019. Following the
appointment of Mr. Chen Zhou on 29 March 2019, the Board
comprises twelve members, among which four of them are
independent non-executive Directors. As a result, the Board
has re-complied with the requirements under Rule 3.10A of
the Listing Rules since 29 March 2019. However, following the
changes in directors since 21 June 2019, the Company had not
been in compliance with Rule 3.10A of the Listing Rules until
31 March 2020 when Mr. Huai Jiang and Ms. Ming Hua Chen
were appointed as the independent non-executive Directors.
As a results, the Board has re-complied with the requirements
under Rule 3.10A of the Listing Rules since 31 March 2020.

The independent non-executive Directors serve the important
function of ensuring and monitoring the basis for an effective
corporate governance framework. Their participations provide
adequate checks and balances to safeguard the interests of
the Group and its Shareholders, including the review of the
continuing connected transactions described above in this
annual report. One of the independent non-executive Directors
has the professional qualification of accounting. The Board
confirms that the Company has received from each of the
independent non-executive Directors an annual confirmation
letter of independence pursuant to Rule 3.13 of the Listing
Rules. On this basis, the Company considers all such Directors
to be independent.
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Term of Non-executive Directors

Each of the non-executive Directors (including independent
non-executive Directors) has entered into service agreements
with the Company for a specific term of three years and are
required to offer themselves for re-election at the first annual
general meeting following their appointment. Pursuant to the
Articles, one-third of the Directors are subject to retirement
by rotation at the annual general meeting at least once every
three years. Retiring Directors are eligible for re-election at the
annual general meeting at which he or she retires.

Functions of the Board

The Board supervises the management of the business
and affairs of the Company. The primary duty of the Board
is to ensure the ongoing operation of the Company and
to ensure that it is managed in the best interests of the
Shareholders as a whole while taking into account the interests
of other stakeholders. The Board delegates the authority
and responsibility of daily operations, business strategies
and day-to-day management to the CEO and the senior
management.

Delegation by the Board

To assist the Board in execution of its duties and facilitate
effective management, certain functions of the Board have
been delegated by the Board to the Audit Committee,
Remuneration Committee, Nomination Committee, Strategy
and Investment Committee, Corporate Governance Committee
and the senior management.

Management Function

The division of responsibility between the Board and
management is determined by the memorandum and Articles
of the Company. The authority of making daily decisions has
been delegated by the Board to the management.
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Chairman and CEO

Code provision A.2.1 of the CG Code stipulates that the roles
of chairman and CEO should be served by different individuals
to achieve a balance of authority and power.

Pursuant to code provision A.2.1 of the CG Code, the
responsibility between the chairman and the chief executive
officer should be separate and should not be performed by the
same individual. However, Mr. Tien-An Lo stepped down as the
CEO on 1 November 2018. On the same day, Mr. Yong Ning
Zhu was appointed as the executive Director and CEO, and he
was subsequently appointed as the chairman of the Board on
17 December 2018. Therefore, the Company did not have a
separate chairman and CEO until Mr. Yong Ning Zhu stepped
down as CEO and Mr. Yu Lin was appointed as CEO on 5 May
2019. Subsequently, Mr. Yu Lin resigned as CEO on 29 July
2019 and the Company did not have CEO until 31 December
2019.

The Company has considered the issue of balance of power
of authority on the Board and believes the structure of the
Company, including strong independent elements in the Board,
delegation of authorities to the management, supervision by
the Board and Board committees, is sufficient to address the
potential issue on power concentration. All Directors, who
bring different experience and expertise to the Company, are
properly briefed on issues arising at Board meetings and that
adequate, complete and reliable information is received by the
Directors. Furthermore, decisions of the Board are made by
way of majority votes. The Board believes that this structure
is conducive to a more precise and prompt response to the
fast changing business environment and a more efficient
management and implementation of business process.

The Board understands that the roles of chairman and CEO
shall be independent from each other to ensure balanced
distribution of power and authorization, without facing the
situation that power is concentrated in one person. Therefore,
the Group would proactively identify appropriate talent with
rich experience in dealing with relevant businesses of the
Group, and appoint him as soon as practicable to manage the
daily operation of the Group.
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Appointment, Re-election and Removal of Directors

Each of the Directors, the executive Directors, non-executive
Directors and independent non-executive Directors has entered
into a service contract with the Company for a specific term
of three years and is subject to retirement by rotation at an
annual general meeting at least once every three years. The
retiring Director shall be eligible for re-election under the
Articles. Under the Articles, any Director appointed by the
Board, either to fill a casual vacancy in the Board or as an
addition to the existing Board, shall hold office only until the
next annual general meeting of the Company and shall be
eligible for re-election.

Shareholders may, at any general meeting convened and held
in accordance with the Company’s Articles, remove a Director
at any time before the expiration of his/her period of office
notwithstanding anything to the contrary in the Company’s
Articles or in any agreement between the Company and such
Director.

Continuous development of Directors and senior
management of the Company

During the year, each of the Directors has complied with code
provision A.6.5 of the CG Code. The Company has arranged
the company secretary to provide reading materials for all the
Directors in 2019 on, among others, corporate governance and
changes to laws and regulations for their reference and study.
Directors are requested to provide their training records to the
Legal Department.

Directors’ and Senior Officers’ Liability Insurance and
Indemnity

The Company has arranged for appropriate liability insurance
to indemnify the Directors and senior officers for their
liabilities arising out of corporate activities. For the year ended
31 December 2019, no claim has been made against the
Directors and senior officers.

Board Meetings and Board Practices

The Board is scheduled to meet regularly and four times in one
year. A notice of meeting shall be given to all Directors at least
14 days prior to the date of the meeting to enable all Directors
to attend the meetings. The agenda of the meeting shall be
determined after consulting each Director so that each Director
is given the opportunity to include his/her proposals into the
agenda.
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The attendance of each Director at all the Board meetings and
general meetings during the year ended 31 December 2019 is

as follows:
KRBT HE BT
EEE22RRY BRRXERE
Number of Number of
Board meetings general meetings
attended/held attended/held
RoKERA Mr. Yong Ning Zhu 6/6 3/3
MEEE ST & Mr. Ming-Tien Lin 3/6 0/3
EmAfE Mr. I-Sheng Chan 3/6 0/3
IERZ T Ms. Jo-Hsien Chiang 6/6 2/3
BENLEE (RZFE—NF Mr. Chien-Li Tseng 2/6 0/3
NA=1+HEZT) (appointed on 30 August 2019)
RERLEE (RZE—NF Mr. Chi Ming Xu 4/6 3/3
NAZ=+HEHF) (resigned on 20 August 2019)
ERBARE Mr. Chi-Ming Chou 1/6 0/3
HEBUE R E Mr. Dun-Ching Hung 4/6 13
AENEE Mr. Weiguang Shi 3/6 0/3
MEEE (RZF—AF Mr. Yuan Lin 0/6 073
=A==+ AFHE) (resigned on 28 March 2019)
XL Ms. Wanwen Su 3/6 0/3
REWERE (RZFE—NF Mr. Chun Bin Xu 2/6 0/3
NA=+HEZ(F) (appointed on 30 August 2019)
THEE (RZFE-FF Mr. Huai Jiang T iE FAN/A i@ FAN/A
A=+ —HEZT) (appointed on 31 March 2020)
PREAZE L+ (R-F-FF Ms. Ming Hua Chen i AN/A EANA
ZA=+—HEZF) (appointed on 31 March 2020)
2BREE (RZF—NEF Mr. Haiming Gao 0/6 0/3
=H=+EHEHE) (resigned on 27 March 2019)
FEEMEE (RZF—NEF Mr. Meilin Zhou 1/6 03
NAZF+—HREE) (retired on 21 June 2019)
RAKLE (R-_F—NF Mr. Shi Chen 1/6 0/3
NA=Z+HKESL) (removed on 20 August 2019)
BARKEE(RZZE—NF Mr. Chen Zhou 4/6 2/3

ZAZ+tNhBEZE
WRHRZEZETF=H+=HEE)

(appointed on 29 March 2019 and
resigned on 13 March 2020)

RARERESEER TRTNRBE_FT-NAEF+=-A
St RALEFREAEYEEMESTHFENER T EB I
TEERITEH-

Apart from regular Board meetings, the Chairman also held
a meeting with the independent non-executive Directors
without the presence of other Directors during the year ended
31 December 2019.

AEFEHRERRAENEFTCEEMEFREN T B R
imAAREEE

The Directors who had not attended the relevant general
meeting(s) have followed-up with the other Directors to
understand and discuss the subject matters.
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Audit Committee

The Company established the Audit Committee on
27 December 2011 with written terms of reference in
compliance with Rule 3.21 of the Listing Rules and paragraph
C3 of the CG Code. The primary duties of the Audit
Committee are to assist the Board in providing an independent
view of the effectiveness of the financial reporting process,
internal control and risk management system, to oversee the
audit process and to perform other duties and responsibilities
as assigned by the Board.

The Audit Committee has reviewed the accounting principles
and practices adopted by the Group and discussed auditing,
internal control and financial reporting matters, including
the review of the interim consolidated financial statements
for the six months ended 30 June 2019 and the audited
consolidated financial statements of the Group for the year
ended 31 December 2019 and considered that the Company
had complied with all relevant accounting standards and
requirements and made adequate disclosures.

During the year, the Audit Committee has held two meetings.
The attendance of each member at the Audit Committee
meetings is set out in the following table:

HiEEBITH
EREES
BRERH™
Number of Audit
Committee
meetings
attended/held

REWEE (R-F-—NFNA=1THEZE)
SERAEE (R-F-NF=ZHA_++HEHEF)
XL L

FEMEE (RZFE—AFANAZ+—HREE)
RAEE (R-F-NFNA-FAHRESL)

Mr. Chun Bin Xu (appointed on 30 August 2019) 1/2
Mr. Haiming Gao (resigned on 27 March 2019) 0/2
Ms. Wanwen Su 2/2
Mr. Meilin Zhou (retired on 21 June 2019) 172
Mr. Shi Chen (removed on 20 August 2019) 1/2

AMEEZZEGEHRNBYFATESCHAMEZRE
BEEgRERENTHEWEHEER-

The independent non-executive Director who had not attended
the Audit Committee meetings have followed-up with the
other Audit Committee members to understand and discuss
the subject matters.
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During the year ended 31 December 2019, the Audit
Committee had performed the following duties:

M

(5)

reviewed with the management of the Company the
unaudited consolidated financial statements, the interim
results announcement and the interim report for the six
months ended 30 June 2019 and the related accounting
principles and practices adopted by the Group with
recommendations to the Board for approval;

reviewed the continuing connected transactions carried
out during the year ended 31 December 2019;

reviewed the nature and scope of the audit for the year
ended 31 December 2019, the reporting obligations
and the work plan of the independent auditor of the
Company;

reviewed and discussed the financial reporting system,
risk management and internal control systems of the
Group with the management of the Company to ensure
that the management of the Company has performed
its duty to have effective systems. The review covered
all material controls, including financial, operational
and compliance controls, and the discussion with the
management of the Company regarding adequacy of
resources, staff qualifications and experience, training
programmes and budget of the Group's accounting and
financial reporting function etc.; and

reviewed the compliance with accounting standards,
Listing Rules, legal and statutory requirements in relation
to financial reporting.
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Remuneration Committee

The Company established the Remuneration Committee (the
“"Remuneration Committee”) in compliance with Rule
3.25 of the Listing Rules on 27 December 2011 and adopted
written terms of reference pursuant to paragraph B1 of
the CG Code. The Remuneration Committee has adopted
the second model described in paragraph B.1.2(c) under
Appendix 14 to the Listing Rules (i.e. make recommendation
to the Board on the remuneration packages of individual
executive Director and senior management member). The
primary duties of the Remuneration Committee include but
without limitation: (i) making recommendations to the Board
on the policy and structure for all remuneration of Directors
and senior management and on the establishment of a
formal and transparent procedure for developing policies
on such remuneration; (ii) determining the terms of the
specific remuneration package of the Directors and senior
management; (iii) reviewing and approving performance-based
remuneration by reference to corporate goals resolved by the
Directors from time to time; and (iv) evaluating and making
recommendations on employee benefit arrangements.

As at the date of this report, the Remuneration Committee
consists of two members, namely Mr. Yong Ning Zhu and
Ms. Wanwen Su, without chairman.

During the year, the Remuneration Committee has held two
meetings and performed the following main tasks:

(1)  making recommendations to the Board on the
remuneration of non-executive Directors;

(2)  reviewing the emoluments of the executive Directors;
and

(3) reviewing the remuneration policy and structure
(including any performance-based remuneration) for all
Directors and senior management.
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The attendance of each member at the Remuneration
Committee meetings is set out in the following table:

HEBITH
FMEES
BERE
Number of
Remuneration
Committee
meetings
attended/held

XXt
BEMEE (RZF—NFANHA=1—HERE)
RKBRE (RZF-NF=ZH_FTNAREZ)

Ms. Wanwen Su 2/2
Mr. Meilin Zhou (retired on 21 June 2019) 1/2
Mr. Yong Ning Zhu (appointed on 29 March 2019) 2/2

AHFHFHEZEENBUFATEZSHIEMTHEER
ERBUTHEEIRERETEE R

BREEE MW

BE_Z-NFt-_A=1t—BILFE SHKEE
B—2ARRER) 2HFHEERFIMT

TE]

X

i
o

The independent non-executive Director who had not attended
the Remuneration Committee meetings has followed-up with
the other Remuneration Committee member to understand
and discuss the subject matters.

Remuneration of Senior Management

The remuneration of the members of the senior management,
including a person who has been a Director of the Company,
for the year ended 31 December 2019 is set out below:

A8

Number of

e E Remuneration bands individuals
75 11,000,000 JT AT HK$1,000,000 and under 5
71,000,001 s =% 1,500,000 7T HK$1,000,001 to HK$ 1,500,000 0
75 #1,500,001 JT =% #2,000,000 7T HK$1,500,001 to HK$2,000,000 0
75 #£2,000,001 7T £ #2,500,000 7T HK$2,000,001 to HK$2,500,000 0

fHEEMEe N ANUGRSFNEE 2 EZHBHREAY
RRMFEIS KM FE14 -

REZET

ARBERZTE——F T A ++tARVREZE® ([
BEEE]) TERMEEQTIEARNEEHBELR
E-REZEesTERERRTESSERARRARE
ExE7ZERBEMEFTSRHEERZS-
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Further particulars regarding directors’ remuneration and the
five highest paid employees are set out in note 15 and note 14
to the consolidated financial statements.

Nomination Committee

The Company established a nomination committee (the
“Nomination Committee”) on 27 December 2011 with
written terms of reference in compliance with paragraph
A5 of the CG Code. The primary duties of the Nomination
Committee are to review the Board composition and to make
recommendations to the Board on the appointment and
removal of Directors of the Company.
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As at the date of this report, the Nomination Committee
consists of one member, namely Mr. Yong Ning Zhu who is
also the chairman of the Nomination Committee.

Board Diversity Policy

The Company recognises and embraces the benefits of having
a diversity of Board members. It endeavours to ensure that
the Board has a balance of skills, experience and diversity of
perspectives appropriate to the requirements of the Company’s
business. All Board appointments will continue to be made
on a merit basis with due regard for the benefits of diversity
of the Board members. Selection of candidates will be based
on a range of diversity perspectives, including but not limited
to gender, age, race, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length
of service. The ultimate decision will be made upon the merits
and contribution that the selected candidates will bring to the
Board.

Measurable Objectives of Board Diversity Policy

In reviewing the composition of the Board, the Nomination
Committee would take into account all measurable objectives
for achieving diversity on the Board set out in the board
diversity policy (the “Board Diversity Policy”), including but not
limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and industry and
regional experience. The Nomination Committee would discuss
and agree on measurable objectives for achieving diversity
on the Board, where necessary, and recommend them to the
Board for adoption.

Nomination Policy

The Company recognizes and embraces the benefits of
a Board with a balance of skills, experience and diversity
of perspectives. Given the importance of the Nomination
Committee’s role in ensuring the balance within the Board
and to give greater focus and transparency in relation to
the election of Directors, the Company has established the
Nomination Policy. This policy aims to set out the approach to
guide the Nomination Committee in relation to the selection,
appointment and re-appointment of the Directors, and to
ensure the Board has a balance of skills experience, knowledge
and diversity of perspectives appropriate to the requirements
of the Company’s business.
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Measurable Objectives of Nomination Policy

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

Before appointments are made by the Board, the Nomination
Committee will evaluate the skills, knowledge and experience
on the Board, and, in the light of this evaluation prepare
a description of the role and capabilities required for a
particular appointment. In identifying suitable candidates,
the Nomination Committee will (where applicable and
appropriate):

(1) use public advertisement or the services of external
consultants to facilitate the search;

(2)  consider candidates from a wide range of backgrounds;
and

(3)  consider candidates on merit and against objective
criteria, taking into account the amount of time required
to be devoted to the position.

Based on the Nomination Committee’s review for the year
ended 31 December 2019, the Nomination Committee
considers that the above measurable objectives of the Board
Diversity Policy and Nomination Policy have been satisfactorily
implemented and that there is sufficient diversity in the
Board for the Company’s corporate governance and business
development needs. Details on the Directors are set out in the
section headed “Directors and Senior Management” of this
annual report.

During the year, the Nomination Committee has held two
meetings and performed the following work:

(1) reviewing the structure, size, composition and diversity
(including but not limited to gender, age, cultural and
educational background, or professional experience)
of the Board and achievement of objectives pursuant
to the board diversity policy and effectiveness of the
board diversity policy and the independence of the
independent non-executive Directors; and

(2)  considering the qualifications of the retiring Directors
standing for re-election at the annual general meeting.
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The attendance of each member at the Nomination Committee
meetings is set out in the following table:

HEBITH
REZEES
BRI
Number of
Nomination
Committee
meetings
attended/held

SEREE (RZF—NF=ZA=Z1EHEF) Mr. Haiming Gao (resigned on 27 March 2019) 0/2
BEMEE (R=ZFE—NFNA=+—HRET) Mr. Meilin Zhou (retired on 21 June 2019) 12
RESRE(R=ZF—NFNAZFHHEE) Mr. Shi Chen (removed on 20 August 2019) 1/2
KXBEEE (RZF—NF=A=ZF+NHEZF) Mr Yong Ning Zhu (appointed on 29 March 2019) 2/2

AHFEREREBENEFTERIHEMRERZBEXENT
R wmEREEER

SREAEAR
ARARZE——F+ A+ tHRUGCEEREESR
([EREREES]) WERGEERTHEDINRGIE
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ZEEBARTER ZBENBAAQRANERE WA
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CEAAAARIRBEIEEGR LT TR HHKER
RARRIRIBHBEEREE ARRSEM B BE NEL
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EEIWTES
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The Directors who had not attended the Nomination
Committee meetings have followed-up with the other
Nomination Committee member to understand and discuss the
subject matters.

CORPORATE GOVERNANCE COMMITTEE

The Company established a corporate governance committee
(the “Corporate Governance Committee”) on 27 December
2011 with written terms of reference in compliance with
paragraph D.3.1 of the CG Code. The primary duty of the
Corporate Governance Committee is to implement the
Company'’s internal control rules and advise and provide
guidance on matters relating to corporate governance. The
Corporate Governance Committee holds meetings monthly
and members of the Committee are required to report to
the Company Secretary, who reports to the Board during
the quarterly Board meetings. The Corporate Governance
Committee is chaired by Ms. Yan Yang, the manager of
the purchase department of the Company, and consists of
Mr. Weilun Liao, the vice president of the Company, and
Ms. Chuanhong Bian, the director of the group finance
department of the Company. The Corporate Governance
Committee does not comprise any independent non-executive
Director, non-executive Director or executive Director.
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Change of Member of Corporate Governance Committee

Ms. Huiling Wang, the assistant to CEO and the chairlady
of the trade union of the Group, resigned as a member of
the Corporate Governance Committee on 2 March 2020.
Commencing on 2 March 2020, the Corporate Governance
Committee consists of three members, namely Ms. Yan Yang,
Mr. Weilun Liao and Ms. Chuanhong Bian. As the terms of
reference of the Corporate Governance Committee provides
that the Corporate Governance Committee should consist of a
minimum of four members, the composition of the Corporate
Governance Committee has not been in compliance with the
terms of reference of the Corporate Governance Committee
since 2 March 2020.

The Corporate Governance Committee is responsible for
performing the corporate governance duties. The Company
adopted code provision D.3.1 of the CG Code as the duties
of the Corporate Governance Committee in performing
its corporate governance functions. During the year ended
31 December 2019, the Corporate Governance Committee
has performed the following duties in respect of its corporate
governance functions:

(1) reviewing the Company's policies and practices on
corporate governance and making recommendations to
the Board;

(2)  reviewing and monitoring the training and continuous
professional development of Directors and senior
management;

(3) reviewing and monitoring the Company's policies and
practices on compliance with legal and regulatory
requirements;

(4)  reviewing and monitoring the code of conduct and
compliance manual applicable to employees and
Directors;

(5)  reviewing the Company’s compliance with Appendix 14
to the Listing Rules (Corporate Governance Code and
Corporate Governance Report);

(6) reviewing and monitoring the corporate governance
measures conducted by respective departments on a
monthly basis; and

(7)  supervising and monitoring the circumstances involving
the connected transactions of the Company and
monitoring the annual caps of the continuing connected
transactions.
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The attendance of each member at the Corporate Governance
Committee meeting is set out in the following table:

HE BTN
J/J'_\% ERES E. =
BEXY
Number of
Corporate
Governance
Committee
meetings
attended/held

Bt
NEA L
FERLE (R-_F_FF=H_HEF)

Mr. Weilun Liao

Ms. Yan Yang

Ms. Chuanhong Bian

Ms. Huiling Wang (resigned on 2 March 2020)

12/12
12/12
12/12
12/12
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The member who had not attended the Corporate Governance
Committee meetings have followed-up with the other
Corporate Governance Committee members to understand
and discuss the subject matters.

STRATEGY AND INVESTMENT COMMITTEE

The Board has established a Strategy and Investment
Committee (the “Strategy and Investment Committee”)
on 22 March 2013 with written terms of reference. The
primary duties of the Strategy and Investment Committee
include, without limitation: (i) reporting to the Board on its
work, significant decisions, findings and recommendation
in connection with the potential investment or strategic
investment reviewed, analysed or evaluated; (ii) reminding
the Board of the disclosure requirements under the Listing
Rules in connection with any potential strategic investment
reviewed, analysed or evaluated; (iii) getting informed of the
backgrounds of the investments; (iv) ensuring the investments
are in compliance with local policies and regulations; (v)
executing its powers strictly within the authorities granted
by the Board through reviewing, analysing, evaluating and
approving investment opportunities; and (vi) timely reporting
to the Board if necessary.

As at the date of this report, the Strategy and Investment
Committee consists of three members, namely Mr. Yong
Ning Zhu, Mr. Ming-Tien Lin and Mr. I-Sheng Chan. Mr. Yong
Ning Zhu is the chairman of the Strategy and Investment
Committee.

During the year, the Group had no material investments.
Accordingly, the Strategy and Investment Committee has not
held any meeting during the year.
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ACCOUNTABILITY AND AUDIT

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of the
financial statements that give a true and fair view of the
state of affairs of the Group in accordance with the Hong
Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants (HKICPA) and
the disclosure requirements of the Hong Kong Companies
Ordinance.

The Directors have acknowledged their responsibility for
preparing the financial statements of the Company for the year
ended 31 December 2019. The statement of the Company’s
auditor as to its responsibility for the financial statements is
set out in the Independent Auditor’'s Report of this annual
report. There are no material uncertainties relating to events
or circumstances which would significantly cast doubt over the
Company'’s ability to operate as a going concern.

Risk Management and Internal Control

Objectives and Goals

The Board provides reasonable assurance for the effective
operation of the Group’s risk management and internal
control system. The system aims to ensure the operation
and management of the Company complies with laws and
regulations and ensure the security of the Company’s asserts
and the truthfulness and completeness of the Company’s
financial reports and relevant information.

Monitoring framework

Board of Directors

- Supervising the establishment of internal control and its
sound and effective implementation;

- Clear enterprise development strategy and important
decision-making, and establishing enterprise’s acceptable
risk tolerance level; and

- Clarifying the responsibilities and rights of various special
committees and management, and providing support for
the Board’s decision-making.
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Audit Committee

- Supervising the formulation of internal audit system
of the Company and the implementation of work on
internal control evaluation;

- Reviewing the Company’s financial information and its
disclosure; and

- Fully grasping the scope of work of internal and external
auditors in the inspection of internal control and if
necessary, communicating with external auditors about
significant issues.

Management

- Properly designing, implementing and supervising risk
management and monitoring systems and ensuring that
they are effectively implemented;

- Responding promptly to and following up the findings
of internal or external auditors’ investigations on internal
control matters; and

- Assuring the Board of effectiveness of risk management
and monitoring system.

Internal Audit Department

- Supervising and inspecting the effectiveness of internal
control; and

- Reporting in accordance with the internal audit work
procedures of enterprise internal control deficiencies
found in supervision and inspection.

Monitoring Methods

Management has adopted a variety of methods to monitor
internal control environment:

(1)  Methods: The management actively communicates
with relevant staff, reviews deficiencies of the design
of internal control manual and related documents
and makes improvements through effective measures.
Reporting the scope of inspection of risk management
and internal control and results to Audit Committee for
assessment every year.
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(2) Internal control manual and operational guidelines:
Developing internal control manuals and related
systems to ensure the safety of assets in order to avoid
unauthorised use or disposal, ensuring compliance with
legal requirements, maintaining appropriate accounting
records to provide reliable financial information for
internal use or external disclosure.

(3) Information system and technology: The Company's
information system covers business level, financial level
and management level. The Company sets up stringent
rights of operation for its staff to avoid non-separation
of incompatible duties. The system rights of all staff have
been authorised.

(4)  Reporting and differences analysis: Executing financial
analysis and budget execution analysis on subsidiaries
and developing a timely understanding of operation
situation of each Company.

Risk Management

Risk management processes include: risk identification, risk
assessment, risk processing and risk monitoring and review.
The management of the Company is responsible for the
design, implementation and inspection of risk management
and internal control systems with the assistance of the Audit
Committee and the internal audit department and submit the
relevant periodic reports to the Board or the Audit Committee.

(1) Risk identification: The Board and management identify
internal and external risk factors that affect realization of
the Company's objectives.

(2)  Risk assessment: The Board and management determine
the method of managing risks based on the likelihood
and impact of risk factors.

(3)  Risk processing: The Board and management select risk
management strategies based on the Company's risk
tolerance and risk preference.
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(4)  Risk monitoring and review: In June each year, the
Company’s internal audit department examines the
risk management and internal control operation of the
Group and its subsidiaries covering the first half of the
year and puts forward the rectification suggestions for
the control defects found in the inspection process. At
the end of each year, the internal audit department will
check the operation of the risk management and internal
control of various companies covering the second half
of the year, while tracking the rectification of control
deficiencies of various companies covering the first half
of the year to ensure that various companies’ defects
have been rectified. It also reports overall comments to
the Audit Committee on risk management and internal
control. The Company’s risk management level is
enhanced through sharing risk knowledge with different
business units. The above reviews have been performed
by the internal audit department during the year ended
31 December 2019.

Internal Control

The internal audit department of the Company semi-annually
inspects the internal control of such aspects as operation,
finance and compliance, reports the results of the review to
the management, and makes suggestions for improvement in
the internal control of the Company. The results of the internal
audit and rectification plan shall be reported to the Audit
Committee and the Board in a timely manner.

The Board was informed that the management has gradually
implemented a comprehensive internal monitoring system and
ensured the effective operation of the Company’s operating,
financial and compliance aspects.

(1) Financial Reporting Management:

- Appropriate monitoring measures have been
established to ensure a comprehensive, accurate
and timely record of accounting and management
information;

- Issuing financial statements to all Directors
on a monthly basis to show the Company’s
operating conditions, financial status and outlook
assessment; and
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3)

- External auditors auditing consolidated financial
statements every year to ensure consolidated
financial statements are prepared in accordance
with generally accepted accounting principles,
the Company's accounting policies and applicable
laws and regulations.

Inside Information Processing and Disclosure: The
Group regulates the handling and disclosure of inside
information in accordance with the Company's
responsibility policy and related procedures to ensure
confidentiality prior to the appropriate disclosure
of relevant information and to disseminate relevant
information in an efficient and consistent manner.

The Board continuously assesses the likely impact of
any unexpected and significant event that may impact
the price of the Company’s Shares or their trading
volume, and decides whether the relevant information
is considered as inside information and needs to be
disclosed as soon as reasonably practicable pursuant
to Rules 13.09 and 13.10 of the Listing Rules and the
Inside Information Provisions under Part XIVA of the SFO.
Executive Directors also have responsibility for approving
certain announcements and/or circulars to be issued by
the Company under powers delegated by the Board
from time to time.

Through measures such as the setting up of suggestion
box, whistle-blowing telephone and whistle-blowing
mailbox, we encourage employees to report any
misconduct which may arise from financial reporting,
internal control and other issues. Internal audit
department will undertake investigation and collect
relevant evidence, and will report to the Board if the
issues are confirmed.

Internal audit department semi-annually checks the
compliance of the Company with relevant laws and
regulations to ensure that the Company’s business
activities are in compliance with the laws and
regulations.
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The Board acknowledged that it is responsible for the risk
management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather
than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance
against material misstatement or loss. During the year ended
31 December 2019, the Board and the Audit Committee have
reviewed the Group's risk management and internal control
systems (through, among others, reviewing their processes as
well as confirming the adequacy of the resources and staff
qualifications and experiences of the Company's accounting,
internal audit, financial reporting, risk management and
internal control functions), as well as the responsibilities and
work of the internal audit department, and have not found any
major problem which may adversely affect the effectiveness
and adequacy of the Group's system, the independence,
objectivity and effectiveness of the internal audit function.
The Board and the Audit Committee consider that the risk
management and internal control systems effective and
adequate for the Group’s operation.

For details of the significant risks faced by the Company, please
refer to “Future Prospects — Market Outlook” on pages 18 to
19 of this annual report and “Risks and Uncertainties” on page
29 of this annual report.

In addition, the independent non-executive Directors have
reviewed the Company’s compliance records on the internal
control measures and the relevant laws and regulations
quarterly, and confirmed the Company’s compliance records
for the year ended 31 December 2019. Save as disclosed in
this annual report, during the year ended 31 December 2019,
no material breach of the relevant laws and regulations was
found.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ("ESG"”) REPORT

For more information on the Group's environmental protection
practices and performance, employee relations, and other
ESG-related risks, please refer to the Group’s “ESG Report
2018", which will be separately uploaded to the websites of
the Company and the Stock Exchange by the end of July 2019.

AUDITORS’ REMUNERATION

An analysis of the remuneration payable to RSM Hong Kong,
the Company'’s auditors, during the year is set out as follows:
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Audit service:

Audit services for 2019
Non-audit service

1,780
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COMPANY SECRETARY AND PRIMARY
CONTACT OF THE COMPANY

Mr. Man Yun Wah has been nominated by RHT Corporate
Advisory (HK) Limited to act as the Company Secretary, who
has complied with the requirements of the Listing Rules.
He has been contacting with the Board directly in respect
of company secretarial matters. His primary contact at the
Company is Mr. Weilun Liao, the vice president of finance and
accounting of the Company.

In compliance with Rule 3.29 of the Listing Rules, during the
year ended 31 December 2019, Mr. Man has taken no less
than 15 hours of relevant professional trainings to update his
skills and knowledge.
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INVESTOR RELATIONSHIP AND
SHAREHOLDER RIGHTS

The Company’s annual general meeting remains the principal
forum for dialogue with Shareholders. Shareholders are
encouraged to participate in the proceedings and ask questions
about the resolutions being proposed and the operations
of the Group. The Company’s Articles allows a Shareholder
entitled to attend and vote to appoint more than one proxy to
attend and vote on behalf of the Shareholder and also provides
that a proxy need not be a Shareholder of the Company.

Code provision E.1.3 of the CG Code stipulates that the issuer
should arrange for the notice to Shareholders to be sent in the
case of the annual general meeting at least 20 clear business
days before the meeting and in the case of all other general
meetings at least 10 clear business days before the meeting.

The Company's external auditor is invited to attend the
Company’s annual general meeting and will assist the Directors
in addressing queries from Shareholders relating to the conduct
of the audit and the preparation and content of the auditors’
report.

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

Procedures for Shareholders to Convene an Extraordinary
General Meeting

In accordance with Article 58 of the Articles, 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 carrying the right of voting at general meetings
of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company, to
require 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 months
after the deposit of such requisition. If within 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.
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Procedures for Putting Forward Proposals at General
Meeting

There are no provisions allowing Shareholders to propose
new resolutions at the general meetings under the Cayman
Islands Companies Law (2012 Revision). However, Shareholders
who wish to propose resolutions may follow Article 58 of the
Articles for requisitioning an extraordinary general meeting and
including a resolution at such meeting. The requirements and
procedures of Article 58 are set out above.

As regards proposing a person for election as a director, the
procedures are available on the website of the Company.

Environmental Policy

The Company is committed to the sustainable development
of the environment and the society. Apart from making
corresponding investment that complies with relevant national
laws and reaches statutory standards, we have also referred
to the practices of industry players in developed countries and
prepared for sustainable management and self-improvement.

Relationships with Stakeholders

The Company recognises that the employees, customers and
suppliers of the Company are crucial to the sustainability
journey of the Company. The Group expects employees,
customers and suppliers to be the companions along the way
to business growth who share benefits and experience in
brand growth.

RRIHSTEMIZERARAT Christine International Holdings Limited

81



82

LREABE
CORPORATE GOVERNANCE REPORT

BFEREERER

BRAFHEEEIN RFAR AEEWREHBEEMESR
REARBEBTHERERLEROIEN

BE_ZT-NFT_A=T-HLFE ARRABENRH
ERRAA - T2 40 A B BR T AR AN AT FE AR 2 R4 Uk e e 52 P A
UAER - IRRIFAI2Z BR A A ARG B R E AR A FE o

RN T A8 uE www.christine.com.cn S B A A B A B ES
AR FiR - BERG 2F BRIEZHBAZEEED
EBFhkArEREEE-

BRERBREEAMNARATEEONSHANE K BB BN
T

ok - i A REMBE BT R RS YT B335
Ea: 86-21-6286-3333

EFE {4 : info@christine.com.cn

RARHSRIREE R MFESH -

COMPLIANCE WITH THE RELEVANT LAWS
AND REGULATIONS

Save as disclosed in this annual report, during the year, there
was no other material breach of or non-compliance with the
applicable laws and regulations by the Group.

During the year ended 31 December 2019, the Company has
not made any changes to its Articles. The latest version of
the Articles is available on the websites of the Company and
the Stock Exchange. Shareholder may refer to the Articles for
details of their rights.

The Company maintains a website at
www.christine.com.cn which contains the Company’s publicly
disclosed financial information, annual reports, news releases,
announcements, the procedures that Shareholders can use
to propose a person for election as a Director and corporate

developments.

Shareholders and investors may send written enquiries or
requests to the Company as follows:

Address:  No. 33, Jinshajiang Road, Putuo District, Shanghai,
The People’s Republic of China

Fax: 86-21-6286-3333

Email: info@christine.com.cn

Enquiries will be dealt with in a timely and informative manner.
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TO THE SHAREHOLDERS OF CHRISTINE INTERNATIONAL
HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial
statements of Christine International Holdings Limited
(the "Company”) and its subsidiaries (the “Group”) set
out on pages 88 to 199, which comprise the consolidated
statement of financial position as at 31 December 2019,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the
matter described in the Basis for Disclaimer of Opinion section
of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other
respects, in our opinion the consolidated financial statements
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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B M % AR
INDEPENDENT AUDITOR’S REPORT

TRRERZEE
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BASIS FOR DISCLAIMER OF OPINION

Material Uncertainties Relating to Going Concern

We draw attention to note 2 to the consolidated
financial statements which indicates that the Group
incurred a net loss of approximately RMB224,297,000
during the year ended 31 December 2019, and as
of 31 December 2019, the Group had net current
liabilities of approximately RMB443,728,000. lIts
current borrowings and lease liabilities amounted to
approximately RMB35,950,000 and approximately
RMB59,735,000 respectively while its cash and cash
equivalents amounted to approximately RMB74,931,000
only. These events and conditions, along with other
matters as set forth in note 2 to the consolidated
financial statements, indicate the existence of material
uncertainties which may cast significant doubt on the
Group's ability to continue as a going concern.

The directors of the Company have undertaken a
number of measures to improve the Group's liquidity
and financial position, to refinance its operations and to
restructure its debts which are set out in note 2 to the
consolidated financial statements.

The consolidated financial statements have been
prepared on a going concern basis, the validity of which
is dependent on the outcomes of these measures, which
are subject to significant uncertainties, including (i)
whether the Group is able to obtain additional financing
and extension of the existing borrowings as and when
required as negotiations have not been concluded as
of the date of this report; (ii) whether the Group is able
to dispose of its land use right and buildings located in
Nanjing, as the completion of the proposed disposal is
subject to the execution of a definitive agreement with
the potential buyers and approval by the shareholders
which have not been completed and obtained
respectively as of the date of this report; and (iii)
whether the Group is able to implement its operational
plans for control of costs and to generate adequate
cash flow from operations, the achievability of which
depends on the market environment which is subject to
the significant uncertainties arising from the COVID-19
outbreak as described in note 43.
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B M % AR
INDEPENDENT AUDITOR’S REPORT

At BEETERSRAREENERERE UEEE
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Accordingly, we were unable to obtain sufficient
appropriate audit evidence to satisfy ourselves about the
appropriateness of the use of the going concern basis
of accounting in the preparation of the consolidated
financial statements. Should the Group be unable to
continue as a going concern, adjustments would have
to be made to write down the carrying value of the
Group's assets to their recoverable amounts, 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
effects of these adjustments have not been reflected in
the consolidated financial statements.

Opening balances and corresponding figures

The consolidated financial statements of the Group
for the year ended 31 December 2018 were audited
by other auditors (the “Predecessor Auditors”),
who expressed a qualified opinion on those financial
statements on 29 March 2019. The Predecessor
Auditors were unable to satisfy themselves about
the recoverability of processing prepayments of
RMB22,029,000 and deposits paid of RMB11,741,000
to a related party and any provision in respect of these
balances would reduce the net assets of the Group as at
31 December 2018 and increase the Group’s net loss for
the year ended 31 December 2018.

These amounts were fully provided for during the year
ended 31 December 2019. We were unable to obtain
sufficient appropriate audit evidence regarding the
recoverability of processing prepayments and deposits
paid to a related party as at 31 December 2018. Any
adjustments to the allowance for impairment losses on
these opening balances that might have been found
necessary would have an effect on the Group's net
assets as at 31 December 2018 and its results for the
year ended 31 December 2019.
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RESPONSIBILITIES OF DIRECTORS AND
THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group's financial reporting
process.

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

Our responsibility is to conduct an audit of the Group's
consolidated financial statements in accordance with Hong
Kong Standards on Auditing issued by the HKICPA and to
issue an auditor’s report. This report is made solely to you,
as a body, and for no other purpose. We do not assume
responsibility towards or accept liabilities to any other person
for the contents of this report. However, because of the
matters described in the Basis for Disclaimer of Opinion section
of our report, we were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT
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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.

The engagement partner on the audit resulting in this
independent auditor’s report is Liu Eugene.

RSM Hong Kong
Certified Public Accountants
Hong Kong, 22 May 2020
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REREREAMZERARRE
CONSOLIDATED STATEMENT OF PROFT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

—ZE-NF —T-)N\E
2019 2018
BT AR T T ARET T
NOTES RMB’000 RMB’000
Wz Revenue 7 551,941 664,017
SHE A Cost of sales (308,615) (368,117)
EF Gross profit 243,326 295,900
HaU A Uz (E8) Other income, gains/(losses) 8 4,953 (48,673)
SREEREEERETHE Allowance for impairment losses 9
on financial assets, net (34,661) (2,540)
HERDHEAY Selling and distribution expenses (341,994) (401,938)
THAX Administrative expenses (74,308) (77,167)
BEEE Loss from operations (202,684) (234,418)
Bl & R A Finance costs 11 (20,792) =
BrFLATE 1B Loss before tax (223,476) (234,418)
FE#H (AX) e Income tax (expense)/credit 12 (821) 2,243
AATEEAEEEREBER Loss and total comprehensive income 13
THWRALE for the year attributable to owners
of the Company (224,297) (232,175)
BREE Loss per share 18
HEAR R EE (L) Basic and diluted (cents) (22.2) (23.0)
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R IR R &R
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-ZE—HNF+=-A=+—H At 31 December 2019

—E-NEF —E-)N\F
2019 2018
s ARB¥T T ARKFT
NOTES RMB’000 RMB’000
BE ASSETS
FnBEE Non-current assets
Y BB KR Property, plant and equipment 19 362,174 369,273
Taf T A & IR Prepaid land lease payments 20 = 71,226
FEREEE Right-of-use assets 21 207,518 =
RS Goodwill 22 - _
B EE Intangible assets 23 3,747 5,034
e Deposits 9,811 10,111
BEIRDEENES Deposits for purchases of
non-current assets 954 13,607
584,204 469,251
REBEE Current assets
TR T EFIA Prepaid land lease payments 20 - 2,147
FE Inventories 25 27,233 26,494
B 5 M H b FEYGRIR Trade and other receivables 26 24,722 59,708
JE U BE N R FRIE Amounts due from related companies 42 890 22,720
DR ITER Pledged bank deposits 27 = 34,970
RIT IR B M8 Bank and cash balances 27 74,931 182,132
REEEAE Total current assets 127,776 328,171
EESHR TOTAL ASSETS 711,980 797,422
EakaE EQUITY AND LIABILITIES
[N Share capital 28 8 8
i Reserves 30 74,451 298,748
R Total equity 74,459 298,756
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R IR R &R
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-ZE—HNF+=-A=+—H At 31 December 2019

—E-hE T N\fF
2019 2018
BT AR T T ARET T
NOTES RMB’000 RMB’000
a& LIABILITIES
kRBEME Non-current liabilities
PFEIEWA Deferred revenue 31 548 1,016
HeEas Lease liabilities 32 65,469 =
66,017 1,016
REBEE Current liabilities
aHEE Contract liabilities 34 348,535 385,755
RITER Bank borrowings 35 35,950 =
HEAE Lease liabilities 32 59,735 =
2 5 Rk H Ath FET /1B Trade and other payables 36 120,328 105,225
FEf R N RIFRIA Amounts due to related companies 42 429 318
FER AR B Dividend payable 4,708 4,708
BNEATIIE B & Current tax liabilities 1,819 1,644
FEBEEARE Total current liabilities 571,504 497,650
ERREEARE TOTAL EQUITY AND LIABILITIES 711,980 797,422
REBABEFEE NET CURRENT LIABILITIES 443,728 169,479

RZTZEFRATZALEFTERAETAUATATR Approved by the Board of Directors on 22 May 2020 and are

REFEEFE: signed on its behalf by:
Chiang Jo Hsien Hung Dun Ching
0 4
Director Director
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RERBRBER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

ARFEFAER
Attributable to owners of the Company
RE  ROEE  HHRE  RURE AEEBEE  RHER ERAH
Statutory
Share Share Special Other surplus  Accumulated Total
capital premium reserve reserve reserve losses equity
ARBTFT AEETFT ARETT ARETT AREFT AREFT ARETZT
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
(Fia£E300G))  (PFEE30b(G)) (P EE30b(i)
(Note 30b(i))  (Note 30h(i))  (Note 30h(iii))
RZZE-\$-A—-H At 1 January 2018 8 311,833 235,868 5,968 112,192 (134,938) 530,931
FREEMABE Total comprehensive income
for the year - - - - - (232,175) (232,175)
B IR WA i Share options forfeited = = = (2,281) = 2,281 =
FRERE Changes in equity for the year = = = (2,281) = (229,894) (232,175)
RZZE-\E+=-A=1+—H At 31 December 2018 8 311,833 235,868 3,687 112,192 (364,832) 298,756
RZE-NE—R—H At 1 January 2019 8 311,833 235,868 3,687 112,192 (364,832) 298,756
TE2EBABE Total comprehensive
income for the year - - - - - (224,297) (224,297)
EEREEN Statutory reserve appropriation - - = = 131 (131) S
ERERE Changes in equity for the year - - - - 131 (224,428)  (224,297)
RZE-NF+ZA=F+—H At31 December 2019 8 311,833 235,868 3,687 112,323 (589,260) 74,459
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RERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

—E—-hF —ZT-N\F
2019 2018
s AR¥FT AREFIT
NOTES RMB’000 RMB’000
RETHMBRERE CASH FLOWS FROM OPERATING
ACTIVITIES
BT R A8 Loss before tax (223,476) (234,418)
A Adjustments for:
A& Ak AR Finance costs 11 20,792 =
FEWA Interest income 8 (8,024) (2,504)
BRAanBEFAERE Gains on changes in fair values of
TRHEENAREE financial assets at fair value
FH TSR E through profit or loss (“FVTPL") = (619)
Y REREEITE Depreciation of property,
plant and equipment 19 30,278 45,189
TREEENE Depreciation of right-of-use assets 21 79,755 =
BHREERE Release of lease liabilities (4,351) =
B EERE Amortisation of intangible assets 23 1,287 2,236
TEAT b FE & SR IEHE 8 Amortisation of prepaid land
lease payments - 2,146
ZIEME - WE REREEE Loss on written off of property,
plant and equipment 8 29 -
HEWE  WERREEE Loss on disposal of property,
plant and equipment 8 13 534
CREEREBERETE Allowance for impairment losses
on financial assets, net 9 34,661 2,540
Y RE REEREEE Impairment losses on property,
plant and equipment 8 2,807 52,598
FRAEEEREEISE Impairment losses on right-of-use assets 8 4,076 =
mILEEREEE Impairment losses on intangible assets 8 - 8,932
R EERBE BN/ Release of asset-related
government grants 8 (468) (468)
ZIEEREEE Written off of the right-of-use assets 21 4,101 =
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RERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

—E-h#EF —N\F
2019 2018
s AR¥FT ARKFT
NOTES RMB’000 RMB’000
EEEREHRLEEY Operating cash flows before
RER=E working capital changes (58,520) (123,834)
78 (M) //WQ\ (Increase)/decrease in inventories (739) 5,512
E’f%&,ﬁﬁﬁf’ﬂﬁl Rk > Decrease in trade and other receivables 13,146 4,909
il de ke NGIE (Increase)/decrease in amounts due
(1) /M? from related companies (1,090) 361
& (Em) R (Increase)/decrease in deposits (167) 1,162
BEHERRITERRD Decrease in pledged bank deposits 34,970 17,941
B 5) N o Ath FE A 5RIEE AN Increase in trade and other payables 17,370 575
A%’JEE—J& > Decrease in contract liabilities (37,220) (40,030)
FERT BAE R RIGRIE Increase/(decrease) in amounts due to
iEjJD/(/JESZQ) related companies 111 (2,220)
EEFTARS Cash used in operations (32,139) (135,624)
BEATSH Income taxes paid (646) (312)
MEAEMNE Interest on lease liabilities (20,301) =
CEEBFTAMIR e FE Net cash used in operating activities (53,086) (135,936)
REFHELENRERE CASH FLOWS FROM INVESTING
ACTIVITIES
B U F 8 Interest received 7,693 2,504
HERAREEFABRZD Proceed from disposal of financial
SREEMSRIE assets at FVTPL - 80,619
BERANEBFABRZD Purchase of financial assets at FVTPL
TREE - (80,000)
HEWE  BEMZEFTSFKIE Proceeds from disposal of property,
plant and equipment 174 90
REREIRDEENRS Proceeds from refund of deposits
FRS 7R for purchase of non-current assets 912 5,000
BEWME BELEE Purchases of property, plant and equipment (26,202) (17,552)
BEBREEE Purchases of intangible assets = (563)
fBE T HofF A Purchases of land use right = (60)
WEEBFAREFE Net cash used in investing activities (17,423) (9,962)

—T—AFEFWR Annual Report 2019

RRIHSTEMIZERARAT Christine International Holdings Limited

93



94

RERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

—ZE-NF —T-)N\E
2019 2018
AR T T ARET T
RMB’000 RMB’000
METHFAEREESRE CASH FLOWS FROM FINANCING
ACTIVITIES
HENZASHH Principal elements of lease payments (72,151) =
BEERITER Bank borrowings raised 79,690 -
EEIRITER Repayment of bank borrowings (43,740) =
EENEES) Interest paid (491) _
BMEFEFTAESFR Net cash used in financing activities (36,692) =
ReRRESEEYRD FE NET DECREASE IN CASH AND
CASH EQUIVALENTS (107,201) (145,898)
R—B—BKHNEBESRESEEY CASH AND CASH EQUIVALENTS
AT 1 JANUARY 182,132 328,030
R+-ZA=+—HBHEER CASH AND CASH EQUIVALENTS
REeEEY AT 31 DECEMBER 74,931 182,132
RERBESEEYIN ANALYSIS OF CASH AND
CASH EQUIVALENTS
RITRIR &5 Bank and cash balances 74,931 182,132
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mEMBRRNE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

—REH
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RAGEIEE)RNFAEHESTMRIATER
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HEEA([ERMBHREER ) BEGHEUN(E
BEFTENDERE-ZSEAVMBBRRTENEH
XESH LMRAZERBEEGXREERRGD (£
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S BRREHNEN ERMNZERAMBERE-

GENERAL INFORMATION

Christine International Holdings Limited (the
“Company”, together with its subsidiaries, the
“Group”) was incorporated registered as an exempted
company with limited liability in Cayman Islands. The
address of its registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The address of its principal place of
business is No. 33 Jinshajiang Road, Putuo District,
Shanghai 200062, The People’s Republic of China. The
Company'’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

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

BASIS OF PREPARATION

These consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"). HKFRSs comprise Hong Kong Financial
Reporting Standards ("HKFRS"”); Hong Kong Accounting
Standards ("HKAS"); and Interpretations. These
consolidated financial statements also comply with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange and
with the disclosure requirements of the Hong Kong
Companies Ordinance (Cap. 622). Significant accounting
policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption
for the current accounting period of the Group. Note
3 provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to
the Group for the current and prior accounting periods
reflected in these consolidated financial statements.
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mEMBRRNE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

mBEE (E)

AREBRBE-_Z—AE+_A=Z+—ALEEE
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BASIS OF PREPARATION (Continued)

The Group incurred a net loss of approximately
RMB224,297,000 during the year ended 31 December
2019, and as of 31 December 2019, the Group had net
current liabilities of approximately RMB443,728,000.
Its current borrowings and lease liabilities amounted
to approximately RMB35,950,000 and approximately
RMB59,735,000 respectively while its cash and cash
equivalents amounted to approximately RMB74,931,000
only. These conditions indicate the existence of a
material uncertainty which may cast significant doubt
on the Group's ability to continue as a going concern,
therefore, it may be unable to realise its assets and
discharge its liabilities in the normal course of business.
Notwithstanding the above, the consolidated financial
statements have been prepared on a going concern basis
as the directors have given careful consideration to the
impact of the current and anticipated future liquidity of
the Group and are satisfied that:

(@  The banking facilities from the Group’s bankers
for its working capital requirements for the next
twelve months will be available as and when
required, having regard to the following:

(i) Negotiation for external financing, including
but not limited to, obtain further bank
facilities.

(i)  Negotiation with the banks for the
restructure of repayment schedules of the
existing bank borrowings so as to extend
the repayment due date for one year and
extend the existing bank facilities for one
more year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—T—

NFE+=ZA=+—HIFE For the year ended 31 December 2019
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BASIS OF PREPARATION (Continued)

(b)  The Group will be able to complete the disposal
of land use right and buildings in Nanjing, which
requires executing a definitive agreement with
the potential buyers and obtaining the necessary
approvals from the shareholders; and

(€0 The Group will be able to implement operational
plans to control costs and generate sufficient
operating cash flows to meet its current and
future obligations. Relevant actions include
collection of outstanding receivables, utilisation of
the capacity of the production plants, and closure
of loss-making retail outlets.

The directors have reviewed the Group’s cash flow
projections prepared by the management that
covered a period of not less than twelve months from
31 December 2019. Having taken into account the
above-mentioned plans and measures, the directors
are of the opinion that the Group will have sufficient
working capital to finance its operations and to meet its
financial obligations as and when they fall due within the
next twelve months from the date of the consolidated
statement of financial position. Accordingly, the
consolidated financial statements have been prepared on
a going concern basis.

However, significant uncertainties exist as to whether
management of the Company will be able to achieve
its plans and measures as described above. The Group’s
ability to continue as a going concern depends on the
generation of adequate financing and operating cash
flows through the successful fulfillment of the following
plans:

(@ negotiating with the banks successfully for
(i) obtaining additional bank facilities; and (ii)
extending the repayment due date of the existing
bank borrowings that might become overdue in
next twelve-month period for one year and extend
the existing bank facilities for one more year;
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NFE+=ZA=+—HIFE For the year ended 31 December 2019
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2.

BASIS OF PREPARATION (Continued)

(b) timely executing a formal sale and purchase
agreement with the potential buyers and
completing the disposal of land use right and
buildings located in Nanjing. The successful
completion would entail entering into a definitive
agreement that sets out the details and completion
conditions of the transaction, including the
assets to be disposed and the consideration and
also obtaining the necessary approvals from the
shareholders in order to complete the transaction;

(c)  timely implementing operational plans to control
costs and generate sufficient operating cash
flows to meet its current and future obligations.
Relevant actions include collection of outstanding
receivables, utilisation of the capacity of the
production plants, and closure of loss-making
retail outlets.

Should the Group fail to achieve the above-mentioned
plans and measures, it may be unable to continue as a
going concern, and adjustments would have to be made
to write down the carrying value of the assets to their
recoverable amounts, to provide for any further liabilities
which might arise and to classify non-current assets and
liabilities as current assets and liabilities respectively. The
effects of these potential adjustments have not been
reflected in these consolidated financial statements.
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3.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

(a)

—T—AFEFWR Annual Report 2019

Application of new and revised HKFRSs

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

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

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, and the
related interpretations, HK(IFRIC) 4 Determining
whether an Arrangement contains a Lease,
HK(SIC) 15 Operating Leases-Incentives and
HK(SIC) 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease.
HKFRS 16 introduced a single accounting model
for lessees, which requires a lessee to recognise a
right-of-use asset and a lease liability for all leases,
except for leases that have a lease term of 12
months or less and leases of low-value assets.

Lessor accounting under HKFRS 16 is substantially
unchanged from HKAS 17. Lessors will continue to
classify leases as either operating or finance leases
using similar principles as in HKAS 17. Therefore,
HKFRS 16 did not have an impact or leases where
the Group is the lessor. The lessor accounting
requirements are brought forward from HKAS 17
substantially unchanged.
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3. RMFFITIREEITEBMBEREER 3. ADOPTION OF NEW AND REVISED
(&) HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)
(@) ERFITRLEBIEBMBREED (B) (@) Application of new and revised HKFRSs
(Continued)

ERMKREEAF16RAE] (B) HKFRS 16 Leases (Continued)
BB G EERIE 1655 5| AH M E 1 RE HKFRS 16 also introduces additional qualitative
ERERT UEMBREREAETHEELE and quantitative disclosure requirements which
BB MBRAKBERENTE - aim to enable users of the financial statements to

assess the effect that leases have on the financial
position, financial performance and cash flows of

an entity.
rEEBZZ-NF-—A—BREXREREE The Group has initially applied HKFRS 16 as from
g mEERF165 A EEERRALEE 1 January 2019. The Group has elected to use
M EmMGEEE NERNRGTHERRR the modified retrospective approach and has
H_ZE-NF-A—AVEROAR - LRE therefore recognised the cumulative effect of
BATEY WEEBEBEBSSSERE17TRT initial application as an adjustment to the opening
LAZ R balance of equity at 1 January 2019. Comparative

information has not been restated and continues
to be reported under HKAS 17.

ERBEETBRESHMEMTE RTKA Further details of the nature and effect of the
BRI E R E — S BERImT changes to previous accounting policies and the

transition options applied are set out below:

(a) MHEREZ (a)  New definition of a lease
HEFTEZH T ERITRIENR B - The change in the definition of a lease
EEMIEREENE1ERETPES mainly relates to the concept of control.
RE—HBRREHEHENEENAR (K] HKFRS 16 defines a lease on the basis of
HEETFEREEET)MATHE - EEP whether a customer controls the use of an
BRETEINEENREURKZAS identified asset for a period of time, which
FPESBARSLEN =R MRTHEE may be determined by a defined amount
2 | o of use. Control is conveyed where the

customer has both the right to direct the
use of the identified asset and to obtain
substantially all of the economic benefits
from that use.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs
(Continued)

HKFRS 16 Leases (Continued)

(a)

(b)

New definition of a lease (Continued)

The Group applies the new definition of
a lease in HKFRS 16 only to contracts that
were entered into or changed on or after
1 January 2019. For contracts entered into
before 1 January 2019, the Group has
used the transitional practical expedient
to grandfather the previous assessment of
which existing arrangements are or contain
leases. Accordingly, contracts that were
previously assessed as leases under HKAS
17 continue to be accounted for as leases
under HKFRS 16 and contracts previously
assessed as non-lease service arrangements
continue to be accounted for as executory
contracts.

Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a
lessee to classify leases as either operating
leases or finance leases, as was previously
required by HKAS 17. Instead, the Group is
required to capitalise all leases when it is the
lessee, including leases previously classified
as operating leases under HKAS 17, other
than those short-term leases and leases of
low-value assets which are exempt.
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HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs
(Continued)

HKFRS 16 Leases (Continued)

(b)

RRI##STEIBRIZRAMR AT Christine International Holdings Limited

Lessee accounting and transitional impact
(Continued)

When recognising the lease liabilities for
leases previously classified as operating
leases, the Group has applied the
incremental borrowing rates of the
relevant group entities at the date of
initial application. The weighted average
incremental borrowing rate applied
is 16.10% per annum. The average
incremental borrowing rates applied by the
relevant group entities range from 8.70% to
18.80% per annum.

To ease the transition to HKFRS 16, the
Group applied the following recognition
exemption and practical expedients at the
date of initial application of HKFRS 16:

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

(i)  applied a single discount rate to
a portfolio of leases with a similar
remaining terms for similar class
of underlying assets in a similar
economic environment;
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HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs
(Continued)

HKFRS 16 Leases (Continued)

(b)

Lessee accounting and transitional impact
(Continued)

(i) used hindsight based on facts and
circumstances as at date of initial
application in determining the lease
term for the Group's leases with
extension options;

(iv)  excluded initial direct costs from
measuring the right-of-use assets at
the date of initial application; and

(v)  relied on the assessment of whether
leases are onerous by applying HKAS
37 as an alternative to an impairment
review.

For the purposes of measuring deferred tax
for leasing transactions in which the Group
recognises the right-of-use assets and
the related lease liabilities, the Group first
determines whether the tax deductions are
attributable to the right-of-use assets or the
lease liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease
liabilities, the Group applies HKAS 12
Income Taxes requirements to right-of-use
assets and lease liabilities separately.
Temporary differences relating to
right-of-use assets and lease liabilities are
not recognised at initial recognition and
over the lease terms due to application of
the initial recognition exemption.
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3. ERAMITREEITERBYBREER 3. ADOPTION OF NEW AND REVISED
(&) HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)
(@) ERFITRLEBIEBMBREED (B) (@) Application of new and revised HKFRSs
(Continued)
ERMKREEAF16RAE] (B) HKFRS 16 Leases (Continued)
(b) FEHAGTEETLRBEEZE (E) (b)  Lessee accounting and transitional impact
(Continued)
TRV =_ZF-—NF+ZA=+—RHZ The following table reconciles the operating
AT EAE (MM E) 2R lease commitments as disclosed in note 41
Z-NF-A—HERRZHEGGERY as at 31 December 2018 to the opening
EEREYETER balance for lease liabilities recognised as at

1 January 2019:

ARBFIT
RMB’000
RZE-N\F+ZA=+—HBEEZ Operating lease commitments disclosed as
BT E A at 31 December 2018 185,456
W B E AN 2 HE R A Less: commitments relating to lease
exempt from capitalisation:
—FBHEAR T —-NF+=A — short-term leases and other
=t+—H®ZZAERMEREE R leases with remaining lease
HtHEE term ending on or before
31 December 2019 (25,688)
159,768
VRl =EE-TINSNE L Less: total future interest expenses (28,963)
RZE-NF-A-BAERNHEHEERE Lease liabilities recognised as
at 1 January 2019 130,805
He: Of which are:
RBHEEAE Current lease liabilities 56,830
FERBHEHEAR Non-current lease liabilities 73,975
130,805
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs
(Continued)

HKFRS 16 Leases (Continued)

(b)

Lessee accounting and transitional impact
(Continued)

The right-of-use assets in relation to leases
previously classified as operating leases have
been recognised at an amount equal to
the amount recognised for the remaining
lease liabilities, adjusted by the amount
of any prepaid or accrued lease payments
relating to that lease recognised in the
statement of consolidated financial position
at 31 December 2018.

Refundable deposits paid are accounted
under HKFRS 9 Financial Instruments
("HKFRS 9”) and initially measured at fair
value. Adjustments to fair value at initial
recognition are considered as additional
lease payments and included in the cost of
right-of-use assets.
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3. ERAMITREEITERBYBREER 3. ADOPTION OF NEW AND REVISED
(&) HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)
(@) ERFITRLEBIEBMBREED (B) (@) Application of new and revised HKFRSs
(Continued)
ERMKREEAF16RAE] (B) HKFRS 16 Leases (Continued)
(b) FEHAGTEETLRBEEZE (E) (b)  Lessee accounting and transitional impact
(Continued)
TREMIRABR BT BERELERF165%E The following table summaries the impacts
REEGEUBRAREENTE of the adoption of HKFRS 16 on the Group's
consolidated statement of financial position:
RAEBRBREEUE16FHTE
Effects of adoption of HKFRS 16
R=B-NF RZB-NF
+=ZA=+-H —A—-H
ZHRHEE ENOR HERZ ZERHEE
Line items in the consolidated Carrying Carrying
ZHM statement of financial position amount as at amount as at
ERMBREERE16E  impacted by the adoption of 31 December Re- Re-cognition 1 January
FECHEEUMEMRRRER  HKFRS 16 2018 classification of leases 2019
Py et AREFT AREFT AREFT AREFT
Note RMB 000 RMB 000 RMB 000 RMB 000
EE Assets
FREEE Right-of-use assets = 73,373 148,903 222,276
ARt EFIE Prepaid land lease payments 0] 73,373 (73,373) = =
g Deposits (i 10,111 = (536) 9,575
25 N E RN HE Trade and other receivables (i) 59,708 - (19,829) 39,879
=R Liabilities
HEaR Lease liabilities - - 130,805 130,805
B o REMEMNFE Trade and other payables (iv) 105,225 = (2,267) 102,958
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3. RHFITRKIET TRV BREER 3. ADOPTION OF NEW AND REVISED

(%)

() ERFITREETEBMBRE

28 (&)

BEEMBREENE R HE] (B)

HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs

(Continued)

HKFRS 16 Leases (Continued)

(b) FEHAGTEETLRBEEZE (E) (b)  Lessee accounting and transitional impact
(Continued)
P&t Note:

@)

(i)

(ii)

(iv)

R NEFE+—A=+—HB BRPE
ARFME ([ E)MHEE L 38y AT B FE
RESEAAEMTHHAERE RERES
M HmE XA FE165% BN LB ER
ERREE D RIERBE DDA ABARE
2,147,0007t ;& A R #671,226,0007T - E 5 $8
RERAEAE-

ENTREZRESNREFSV RS L]
FORAR WL RAREBEFTE - R
E-NF—A—BNAABEABRARY
536,0007C B FT AfE A E ©

B HEENABAENRBER - N\F+=
A=+ —B2BERBENRE-REREE
BB REEBNEISHE RNREARE
19,829,000 EFM N B EEBEEE -

ERESBEHEEIR_ZT-N\F+_-A4
=t BARBEEGENFE17HRER R
BEBUBERELENR 16 R_FT—NF
—A—HWERESBHAR2267,000
TEBMABERAREE-

—T—AFEFWR Annual Report 2019

0]

(ii)

(iif)

(iv)

Upfront payments for leasehold lands in the
People’s Republic of China (the “PRC") were
classified as prepaid land lease payments as
payments as at 31 December 2018. Upon
application of HKFRS 16, the current and
non-current portion of prepaid land lease
payments amounting to RMB2,147,000 and
RMB71,226,000 respectively were classified to
right-of-use assets.

Refundable deposits paid are accounted under
HKFRS 9 and initially measured at fair value.
Adjustment to fair value as at 1 January 2019
amounting to RMB536,000 was included in
right-of-use assets.

Upfront payments for some leases was
classified as prepayments as at 31 December
2018. Upon application of HKFRS 16,
prepayments amounting to RMB19,829,000
was reclassified to right-of-use assets.

Provision of effective rent were previously
recognised under HKAS 17 as at 31 December
2018. Under HKFRS 16, provision of effective
rent as at 1 January 2019 amounting to
RMB2,267,000 were reclassified to right-of-
use assets.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(@ Application of new and revised HKFRSs
(Continued)

HKFRS 16 Leases (Continued)

(c)

RRI##STEIBRIZRAMR AT Christine International Holdings Limited

Impact of the financial results and cash
flows of the Group

As a result of initially applying HKFRS
16, in relation to the leases that were
previously classified as operating leases
under HKAS 17 as at 31 December
2019, the Group recognised right-of-use
assets amounting to RMB207,518,000,
including RMB71,226,000 of land use
rights and RMB136,292,000 of leased
properties respectively. Lease liabilities
of RMB125,204,000 were recognised
with related right-of-use assets of
RMB 136,292,000 as at 31 December 2019.

Also in relation to those leases under HKFRS
16, the Group has recognised depreciation,
impairment losses on right-of-use assets
and finance costs, instead of operating
lease charges. During the year ended
31 December 2019, the Group recognised
RMB79,755,000 of depreciation,
RMB4,076,000 of impairment losses on
right-of-use assets and RMB20,301,000 of
finance costs from these leases.
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3.

AR R RIS E B KR ELER 3. ADOPTION OF NEW AND REVISED
(&) HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)
(b) CEMEEKRERZITREEITERME (b) New and revised HKFRSs in issue but not yet
L£XR| effective

AEBEVEREEAR_S—NLF—A—8H
BB FEEREEME N RERZ I R
BEI BB BMEER - Z I REIBETEE effective for the financial year beginning 1 January
MR EERBETIAEERNEEFENS 2019. These new and revised HKFRSs include the
Ho following which may be relevant to the Group.

ELATEHRZ2#%
BN HEER
Effective for
accounting periods
beginning on or after

The Group has not early applied new and revised
HKFRSs that have been issued but are not yet

BAEPBWELRER (BTN EBHNER —E_TF—H—H

Amendments to HKFRS 3 Definition of a Business 1 January 2020

EAGIERE IR R BB ERESR (B RN) EANEE —E_TF—-H—H

Amendments to HKAS 1 and HKAS 8 Definition of Material 1 January 2020

BEAMBRELRIFEN BB G ELFEIN REBMBREERET5R (BFIA) —E-ZF—-H—H
FREENE

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform 1 January 2020

AEBIETAZEEIIRMTERERER
HEBERHRNTE - BAIA IO ERE TR
ZEBR R EREGE M B REABHNERKX amendments and new standards is expected to
MBI K be in the period of initial application. So far it has

The Group is in the process of making an
assessment of what the impact of these

concluded that the adoption of them is unlikely

to have a significant impact on the consolidated
financial statements.
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—NFE+=ZA=+—HILFE For the year ended 31 December 2019
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SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared under the historical cost convention, unless
mentioned otherwise in the accounting policies below
(e.g. certain financial instruments that are measured at
fair value).

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

The significant accounting policies applied in the
preparation of these consolidated financial statements
are set out below.

(@) Consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 31 December. Subsidiaries
are entities over which the Group has control. The
Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. The
Group has power over an entity when the Group
has existing rights that give it the current ability
to direct the relevant activities, i.e. activities that
significantly affect the entity's returns.

When assessing control, the Group considers its
potential voting rights as well as potential voting
rights held by other parties. A potential voting
right is considered only if the holder has the
practical ability to exercise that right.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)
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Consolidation (Continued)

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date the control ceases.

Intragroup transactions, balances and unrealised
profits are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence
of an impairment of the asset transferred.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency
with the policies adopted by the Group.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment loss.

Business combination and goodwill

The acquisition method is used to account for
the acquisition of a subsidiary in a business
combination. The consideration transferred
in a business combination is measured at the
acquisition-date fair value of the assets given,
equity instruments issued, liabilities incurred and
any contingent consideration. Acquisition-related
costs are recognised as expenses in the periods in
which the costs are incurred and the services are
received. Identifiable assets and liabilities of the
subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the sum of the consideration
transferred over the Group’s share of the net fair
value of the subsidiary’s identifiable assets and
liabilities is recorded as goodwill. Any excess of
the Group's share of the net fair value of the
identifiable assets and liabilities over the sum
of the consideration transferred is recognised in
consolidated profit or loss as a gain on bargain
purchase which is attributed to the Group.
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Business combination and goodwvill
(Continued)

After initial recognition, goodwill is measured
at cost less accumulated impairment losses. For
the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units ("CGUs") or
groups of CGUs that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the Group
at which the goodwill is monitored for internal
management purposes. Goodwill impairment
reviews are undertaken annually, or more
frequently if events or changes in circumstances
indicate a potential impairment. The carrying
value of the CGU containing the goodwill is
compared to its recoverable amount, which is
the higher of value in use and the fair value less
costs of disposal. Any impairment is recognised
immediately as an expense and is not subsequently
reversed.

Foreign currency translation

(i)  Functional and presentation currency

ltems included in the financial statements
of each of the Group’s entities are
measured using the currency of the primary
economic environment in which the entity
operates (the “functional currency”).
The consolidated financial statements are
presented in Renminbi (“RMB"), which is
the Company’s presentation and functional
currency. The directors consider that
choosing RMB as the presentation currency
best suits the needs of the shareholders and
investors.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

©

Foreign currency translation (Continued)

(i)

Transactions and balances in each
entity’s financial statements

Transactions in foreign currencies are
translated into the functional currency
on initial recognition using the exchange
rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign
currencies are translated at the exchange
rates at the end of each reporting period.
Gains and losses resulting from this
translation policy are recognised in profit or
loss.

Non-monetary items that are measured at
fair value in foreign currencies are translated
using the exchange rates at the dates when
the fair values are determined.

When a gain or loss on a non-monetary
item is recognised in other comprehensive
income, any exchange component of
that gain or loss is recognised in other
comprehensive income. When a gain or loss
on a non-monetary item is recognised in
profit or loss, any exchange component of
that gain or loss is recognised in profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(© Foreign currency translation (Continued)

(iii) Translation on consolidation

The results and financial position of all
the Group entities that have a functional
currency different from the Company’s

presentation currency are translated into the

Company'’s presentation currency as follows:

Assets and liabilities for each
statement of financial position
presented are translated at the closing
rate at the date of that statement of
financial position;

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

All resulting exchange differences are
recognised in other comprehensive
income and accumulated in the
foreign currency translation reserve.

On consolidation, exchange differences arising
from the translation of monetary items that form
part of the net investment in foreign entities are
recognised in other comprehensive income and
accumulated in the foreign currency translation

reserve. When a foreign operation is sold,

such exchange differences are reclassified to
consolidated profit or loss as part of the gain or
loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(C)

Property, plant and equipment

Property, plant and equipment, including buildings
and held for use in the production or supply of
goods or services, or for administrative purposes
(other than properties under construction as
described below), are stated in the consolidated
statement of financial position at cost, less
subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

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

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost
less their residual values over the estimated useful
lives on a straight-line basis. The principal annual
rates are as follows:

Over the shorter of
the lease term or 3 years

Leasehold Improvements

Buildings 2.25-4.5%
Machinery and equipment 9%
Motor vehicles 18%
Fixtures and office equipment 18%
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Property, plant and equipment (Continued)

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

Construction in progress represents buildings
under construction and plant and equipment
pending installation, and is stated at cost less
impairment losses. Depreciation begins when the
relevant assets are available for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant
asset, and is recognised in profit or loss.

Leases

At inception of a contract, the Group assesses
whether the 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. Control is conveyed where the
customer has both the right to direct the use of
the identified asset and to obtain substantially all
of the economic benefits from that use.

(i) The Group as a lessee

Policy applicable from 1 January 2019

Where the contract contains lease
component(s) and non-lease component(s),
the Group has elected not to separate
non-lease components and accounts for
each lease component and any associated
non-lease components as a single lease
component for all leases.
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Leases (Continued)

0]

The Group as a lessee (Continued)

Policy applicable from 1 January 2019
(Continued)

At the lease commencement date, the
Group recognises a right-of-use asset and
a lease liability, except for short-term leases
that have a lease term of 12 months or less
and leases of low-value assets which, for
the Group are primarily laptops and office
furniture. When the Group enters into a
lease in respect of a low-value asset, the
Group decides whether to capitalise the
lease on a lease-by-lease basis. The lease
payments associated with those leases
which are not capitalised are recognised as
an expense on a systematic basis over the
lease term.

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

0]

The Group as a lessee (Continued)

Policy applicable from 1 January 2019
(Continued)

The right-of-use asset recognised when a
lease is capitalised is initially measured at
cost, which comprises the initial amount of
the lease liability plus any lease payments
made at or before the commencement date,
and any initial direct costs incurred. Where
applicable, the cost of the right-of-use
assets also includes an estimate of costs
to dismantle and remove the underlying
asset or to restore the underlying asset or
the site on which it is located, discounted
to their present value, less any lease
incentives received. The right-of-use asset is
subsequently stated at cost less accumulated
depreciation and impairment losses.

Right-of-use assets in which the Group is
reasonably certain to obtain ownership of
the underlying leased assets at the end
of the lease term are depreciated from
commencement date to the end of the
useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the
shorter of its estimated useful life and the
lease term.
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Leases (Continued)

0]

The Group as a lessee (Continued)

Policy applicable from 1 January 2019
(Continued)

Refundable deposits paid are accounted
under HKFRS 9 and initially measured at fair
value. Adjustments to fair value at initial
recognition are considered as additional
lease payments and included in the cost of
right-of-use assets.

The lease liability is remeasured when
there is a change in future lease payments
arising from a change in an index or rate,
or there is a change in the Group's estimate
of the amount expected to be payable
under a residual value guarantee, or there
is a change arising from the reassessment
of whether the Group will be reasonably
certain to exercise a purchase, extension or
termination option. When the lease liability
is remeasured in this way, a corresponding
adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in
profit or loss if the carrying amount of the
right-of-use asset has been reduced to zero.

The Group presents right-of-use assets that
do not meet the definition of investment
properties and lease liabilities separately
in the consolidated statement of financial
position.
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Policy prior to 1 January 2019

In the comparative period, as a lessee the
Group classified leases as finance leases
if the leases transferred substantially
all the risks and rewards of ownership
to the group. Leases which did not
transfer substantially all the risks and
rewards of ownership to the Group were
classified as operating leases, except
for the property held under operating
leases that would otherwise meet the
definition of an investment property was
classified as investment property on a
property-by-property basis and, if classified.

Where the Group acquired the use of
assets under finance leases, the amounts
representing the fair value of the leased
asset, or, if lower, the present value of
the minimum lease payments, of such
assets were recognised as property, plant
and equipment and the corresponding
liabilities, net of finance charges, were
recorded as obligations under finance
leases. Depreciation was provided at rates
which wrote off the cost or valuation of the
assets over the term of the relevant lease
or, where it was likely the Group would
obtain ownership of the asset, the life of
the asset. Finance charges implicit in the
lease payments were charged to profit or
loss over the period of the leases so as to
produce an approximately constant periodic
rate of charge on the remaining balance of
the obligations for each accounting period.
Contingent rentals were charged to profit or
loss in the accounting period in which they
were incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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Leases (Continued)

0]

The Group as a lessee (Continued)

Policy prior to 1 January 2019 (Continued)

Where the Group had the use of assets
held under operating leases, payments
made under the leases were charged to
profit or loss in equal instalments over the
accounting periods covered by the lease
term, except where an alternative basis
was more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives received were recognised
in profit or loss as an integral part of the
aggregate net lease payments made.
Contingent rentals were charged to profit or
loss in the accounting period in which they
were incurred.

Intangible assets

0]

Intangible assets acquired separately —
software

Software is stated at cost less accumulated
amortisation and impairment losses.
Amortisation is calculated on a straight-line
basis over their estimated useful lives at an
annual rate of 10%.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
H EBEEEE) (f)  Intangible assets (Continued)
(i) EBESHITUBHNETEE-BER#HE (i) Intangible assets acquired in business
i combination - trademarks and sales
network
PR 2 S AR R AR Rt IE ROR(E Trademarks and sales network are stated
EEYIR - A B SRR A A at cost less accumulated amortisation and
FHIAFES% T HE - impairment losses. Amortisation is calculated
on a straight-line basis over their estimated
useful lives at an annual rate of 5%.
9 #& (@ Inventories
FERA KA IR FE 2 BRIEED R - AR Inventories are stated at the lower of cost and
INEFHEESE RN R 2 KA BIERME net realisable value. Cost is determined using
HELIRMEEEREMNRZ 2EE D U the weighted average basis. The cost of finished
E(Em) B8R AR FENKRETEE goods comprises raw materials, direct labour
R ek A R - R N L e D N S e and an appropriate proportion of all production
AHHEFRBRE - overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the
estimated selling price in the ordinary course of
business, less the estimated costs of completion
and the estimated costs necessary to make the
sale.
(hy EHEE (h)  Contract liabilities
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A contract liability is recognised when the
customer pays consideration before the Group
recognises the related revenue. A contract liability
would also be recognised if the group has an
unconditional right to receive consideration before
the Group recognises the related revenue. In such
cases, a corresponding receivable would also be
recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

@

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are
recognised in the consolidated statement of
financial position when the Group becomes
a party to the contractual provisions of the
instruments.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue
of financial assets and financial liabilities (other
than financial assets and financial liabilities at
FVTPL) are added to or deducted from the fair
value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value
through profit or loss are recognised immediately
in profit or loss.

The Group derecognises a financial asset only
when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues
to control the transferred asset, the Group
recognises its retained interest in the asset and an
associated liability for amounts it may have to pay.
If the Group retains substantially all the risks and
rewards of ownership of a transferred financial
asset, the Group continues to recognise the
financial asset and also recognises a collateralised
borrowing for the proceeds received.
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Recognition and derecognition of financial
instruments (Continued)

The Group derecognises financial liabilities
when, and only when, the Group’s obligations
are discharged, cancelled or have expired.
The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable, including any
non-cash assets transferred or liabilities assumed,
is recognised in profit or loss.

Financial assets

All regular way purchases or sales of financial
assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are
purchases or sales of financial assets that require
delivery of assets within the time frame established
by regulation or convention in the marketplace.
All recognised financial assets are measured
subsequently in their entirety at either amortised
cost or fair value, depending on the classification
of the financial assets.

Debt investments

Debt investments held by the Group are classified
into one of the following measurement categories:

- amortised cost, if the investment is held
for the collection of contractual cash flows
which represent solely payments of principal
and interest. Interest income from the
investment is calculated using the effective
interest method.

- FVTPL, if the investment does not meet the
criteria for being measured at amortised cost
or fair value through other comprehensive
income (recycling). Changes in the fair value
of the investment (including interest) are
recognised in profit or loss.
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Trade and other receivables

A receivable is recognised when the group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If revenue
has been recognised before the group has an
unconditional right to receive consideration, the
amount is presented as a contract asset.

Receivables are stated at amortised cost using the
effective interest method less allowance for credit
losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible
into known amounts of cash and which are
subject to an insignificant risk of changes in value,
having been within three months of maturity at
acquisition. Bank overdrafts that are repayable
on demand and form an integral part of the
group’s cash management are also included as a
component of cash and cash equivalents for the
purpose of the consolidated cash flow statement.
Cash and cash equivalents are assessed for
expected credit losses (“ECL").
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SIGNIFICANT ACCOUNTING POLICIES
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(m) Financial liabilities and equity instruments

(n)

(o)
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Financial liabilities and equity instruments are
classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument under HKFRSs. An equity instrument
is any contract that evidences a residual interest
in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments
are set out below.

Borrowings

Bank borrowings are recognised initially at fair
value, net of transaction costs incurred, and
subsequently measured at amortised cost using
the effective interest method.

Bank borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the reporting period.

Trade and other payables

Trade and other payables are recognised initially
at their fair value and subsequently measured
at amortised cost using the effective interest
method unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Equity instruments

An equity instrument is any contract that evidence
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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Revenue and other income

Revenue is recognised when control over a
product or service is transferred to the customer,
at the amount of promised consideration to which
the Group is expected to be entitled, excluding
those amounts collected on behalf of third parties.
Revenue excludes value added tax or other
sales taxes and is after deduction of any trade
discounts.

Revenue from the sales of bakery products
is recognised when control of the products
has transferred, being when the products are
delivered to the customers. Delivery occurs when
the products have been shipped to the specific
location. A receivable is recognised when the
goods are delivered as this is the point in time
that the consideration is unconditional because
only the passage of time is required before the
payment is due.

The Group issues and sells coupons to the
customers which are non-refundable and are
redeemed in exchange for products of the Group
within a fixed future period. Customers may
not always exercise all their rights and those
unexercised rights are recognised as revenue in
proportion to the pattern of rights excised by the
customers, taking into account of constrain in the
estimation of variable consideration.
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Revenue and other income (Continued)

Interest income is recognised as it accrues using
the effective interest method. For financial
assets measured at amortised cost that are not
credit-impaired, the effective interest rate is
applied to the gross carrying amount of the asset.
For credit impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e.
gross carrying amount net of loss allowance) of
the asset.

Bank interest income is recognised on a
time-proportion basis using the effective interest
method.

Employee benefits

(i) Employee leave entitlements

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long service leave as a result of services
rendered by employees up to the end of the
reporting period.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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Employee benefits (Continued)

The Group operates various post-employment
schemes, including defined contribution pension
plans.

(ii) Pension obligations

The Group contributes to defined
contribution retirement schemes which are
available to all employees. Contributions to
the schemes by the Group and employees
are calculated as a percentage of employees’
basic salaries. The retirement benefit scheme
cost charged to profit or loss represents
contributions payable by the Group to the
funds.

(iii) Termination benefits

Termination benefits are recognised at the
earlier of the dates when the Group can
no longer withdraw the offer of those
benefits, and when the Group recognises
restructuring costs and involves the payment
of termination benefits.

Share-based payments

The Group issues equity-settled share-based
payments to certain directors and employees.

Equity-settled share-based payments to directors
and employees are measured at the fair value
(excluding the effect of non-market based vesting
conditions) of the equity instruments at the date
of grant. The fair value determined at the grant
date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of shares
that will eventually vest and adjusted for the effect
of non-market based vesting conditions.
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Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of
qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for
their intended use or sale, are capitalised as part
of the cost of those assets, until such time as the
assets are substantially ready for their intended
use or sale. Investment income earned on the
temporary investment of specific borrowings
pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for
capitalisation.

To the extent that funds are borrowed generally
and used for the purpose of obtaining a qualifying
asset, the amount of borrowing costs eligible
for capitalisation is determined by applying a
capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted
average of the borrowing costs applicable to the
borrowings of the Group that are outstanding
during the period, other than borrowings made
specifically for the purpose of obtaining a
qualifying asses. Effective 1 January 2019, any
specific borrowing that remain outstanding after
the related asset is ready for its intended use or
sale is included in the general borrowing pool
for calculation of capitalisation rate on general
borrowings.

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

A government grant is recognised when there is
reasonable assurance that the Group will comply
with the conditions attaching to it and that the
grant will be received.

Government grants relating to income are deferred
and recognised in profit or loss over the period to
match them with the costs they are intended to
compensate.

Government grants that become receivable as
compensation for expenses or losses already
incurred or for the purpose of giving immediate
financial support to the Group with no future
related costs are recognised in profit or loss in the
period in which they become receivable.

Taxation

Income tax represents the sum of the current tax
and deferred tax.

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from profit
recognised in profit or loss because of items of
income or expense that are taxable or deductible
in other years and items that are never taxable
or deductible. The Group’s liability for current
tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.
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Taxation (Continued)

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in
the consolidated financial statements and the
corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary
differences and deferred tax assets are recognised
to the extent that it is probable that taxable
profits will be available against which deductible
temporary differences, unused tax losses or
unused tax credits can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination)
of other assets and liabilities in a transaction
that affects neither the taxable profit nor the
accounting profit.

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

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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Taxation (Continued)

Deferred tax is calculated at the tax rates that
are expected to apply in the period when the
liability is settled or the asset is realised, based on
tax rates that have been enacted or substantively
enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except
when it relates to items recognised in other
comprehensive income or directly in equity, in
which case the deferred tax is also recognised in
other comprehensive income or directly in equity.

The measurement of deferred tax assets and
liabilities reflects the tax consequences that would
follow from the manner in which the Group
expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets
and liabilities.

For the purposes of measuring deferred tax for
leasing transactions in which the Group recognises
the right-of-use assets and the related lease
liabilities, the Group first determines whether the
tax deductions are attributable to the right-of-use
assets or the lease liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease liabilities,
the Group applies HKAS 12 requirements to
right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use
assets and lease liabilities are not recognised at
initial recognition and over the lease terms due to
application of the initial recognition exemption.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off
current tax assets against current tax liabilities and
when they relate to income taxes levied by the
same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net
basis.
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Impairment of non-financial assets

The carrying amounts of non-financial assets are
reviewed at each reporting date for indications
of impairment and where an asset is impaired,
it is written down as an expense through the
consolidated statement of profit or loss to its
estimated recoverable amount. The recoverable
amount 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. If this is the
case, recoverable amount is determined for the
cash-generating unit to which the asset belongs.
Recoverable amount is the higher of value in use
and the fair value less costs of disposal of the
individual asset or the cash-generating unit.

Value in use is the present value of the estimated
future cash flows of the asset/cash-generating
unit. Present values are computed using pre-tax
discount rates that reflect the time value of money
and the risks specific to the asset/cash-generating
unit whose impairment is being measured.

Impairment losses for cash-generating units are
allocated first against the goodwill of the unit
and then pro rata amongst the other assets of
the cash-generating unit. Subsequent increases
in the recoverable amount caused by changes
in estimates are credited to profit or loss to the
extent that they reverse the impairment.
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Impairment of financial assets

The Group always recognises lifetime ECL for trade
receivables. The expected credit losses on these
financial assets are estimated using a provision
matrix based on the Group's historical credit loss
experience, adjusted for factors that are specific
to the debtors, general economic conditions and
an assessment of both the current as well as the
forecast direction of conditions at the reporting
date, including time value of money where
appropriate.

For all other financial instruments, the Group
recognises lifetime ECL when there has been
a significant increase in credit risk since initial
recognition. However, if the credit risk on the
financial instrument has not increased significantly
since initial recognition, the Group measures the
loss allowance for that financial instrument at an
amount equal to 12-month ECL.

Lifetime ECL represents the expected credit losses
that will result from all possible default events
over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of
lifetime ECL that is expected to result from default
events on a financial instrument that are possible
within 12 months after the reporting date.
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Impairment of financial assets (Continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of a
default occurring on the financial instrument
at the reporting date with the risk of a default
occurring on the financial instrument at the date
of initial recognition. In making this assessment,
the Group considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort. Forward-looking
information considered includes the future
prospects of the industries in which the Group's
debtors operate, obtained from economic
expert reports, financial analysts, governmental
bodies, relevant think-tanks and other similar
organisations, as well as consideration of various
external sources of actual and forecast economic
information that relate to the Group’s core
operations.

In particular, the following information is taken
into account when assessing whether credit risk
has increased significantly since initial recognition:

- an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;

- significant deterioration in external market
indicators of credit risk for a particular
financial instrument;
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Impairment of financial assets (Continued)

Significant increase in credit risk (Continued)

- existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor’s ability to meet its
debt obligations;

- an actual or expected significant
deterioration in the operating results of the
debtor;

- significant increases in credit risk on other
financial instruments of the same debtor;

- an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit
risk on a financial asset has increased significantly
since initial recognition when contractual
payments are more than 30 days past due,
unless the Group has reasonable and supportable
information that demonstrates otherwise.
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Despite the foregoing, the Group assumes that
the credit risk on a financial instrument has not
increased significantly since initial recognition if
the financial instrument is determined to have
low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if:

(i) the financial instrument has a low risk of
default,

(i) the debtor has a strong capacity to meet its
contractual cash flow obligations in the near
term, and

(i)  adverse changes in economic and business

conditions in the longer term may, but will

not necessarily, reduce the ability of the
borrower to fulfil its contractual cash flow
obligations.

The Group considers a financial asset to have
low credit risk when the asset has external credit
rating of “investment grade”
the globally understood definition or if an external
rating is not available, the asset has an internal
rating of

in accordance with

“performing”. Performing means that
the counterparty has a strong financial position

and there is no past due amounts.

The Group regularly monitors the effectiveness
of the criteria used to identify whether there has
been a significant increase in credit risk and revises
them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit
risk before the amount becomes past due.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Impairment of financial assets (Continued)

Definition of default

The Group considers the following as constituting
an event of default for internal credit risk
management purposes as historical experience
indicates that receivables that meet either of the
following criteria are generally not recoverable.

- when there is a breach of financial
covenants by the counterparty; or

- information developed internally or obtained
from external sources indicates that the
debtor is unlikely to pay its creditors,
including the Group, in full (without taking
into account any collaterals held by the
Group).

Irrespective of the above analysis, the Group
considers that default has occurred when a
financial asset is generally more than 90 days
past due unless the Group has reasonable and
supportable information to demonstrate that a
more lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

- significant financial difficulty of the issuer or
the counterparty;
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Impairment of financial assets (Continued)

Credit-impaired financial assets (Continued)

a breach of contract, such as a default or
past due event;

- the lender(s) of the counterparty, for
economic or contractual reasons relating to
the counterparty’s financial difficulty, having
granted to the counterparty a concession(s)
that the lender(s) would not otherwise
consider;

- it is becoming probable that the
counterparty will enter bankruptcy or other
financial reorganisation; or

- the disappearance of an active market for
that financial asset because of financial
difficulties.

Write-off policy

The Group writes off a financial asset when there
is information indicating that the debtor is in
severe financial difficulty and there is no realistic
prospect of recovery, including when the debtor
has been placed under liquidation or has entered
into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over
two years past due, whichever occurs sooner.
Financial assets written off may still be subject to
enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. Any recoveries made are recognised
in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Impairment of financial assets (Continued)

Measurement and recognition of ECL

The measurement of expected credit losses is a
function of the probability of default, loss given
default (i.e. the magnitude of the loss if there
is a default) and the exposure at default. The
assessment of the probability of default and loss
given default is based on historical data adjusted
by forward-looking information as described
above. As for the exposure at default, for financial
assets, this is represented by the assets’ gross
carrying amount at the reporting date.

For financial assets, the expected credit loss
is estimated as the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and all the
cash flows that the Group expects to receive,
discounted at the original effective interest rate.

If the Group has measured the loss allowance
for a financial instrument at an amount equal to
lifetime ECL in the previous reporting period, but
determines at the current reporting date that the
conditions for lifetime ECL are no longer met, the
Group measures the loss allowance at an amount
equal to 12-month ECL at the current reporting
date, except for assets for which simplified
approach was used.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments with
a corresponding adjustment to their carrying
amount through a loss allowance account.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(y) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present
legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material,
provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow is remote.
Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed
as contingent liabilities unless the probability of
outflow is remote.

(20  Events after the reporting period

Events after the reporting period that provide
additional information about the Group's position
at the end of the reporting period are adjusting
events and are reflected in the consolidated
financial statements. Events after the reporting
period that are not adjusting events are disclosed
in the notes to the consolidated financial
statements when material.
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CRITICAL JUDGEMENT AND KEY
ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the
directors have made the following judgements that have
the most significant effect on the amounts recognised in
the consolidated financial statements (apart from those
involving estimations, which are dealt with below).

(@ Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of
which depends upon the Group's ability to obtain
adequate financing and generate operating cash
flows through the successful fulfillment of the
measures described in note 2 to the consolidated
financial statements.

(b) Significant increase in credit risk

As explained in note 4(x), ECL are measured as
an allowance equal to 12-month ECL for stage
1 assets, or lifetime ECL for stage 2 or stage
3 assets. An asset moves to stage 2 when its
credit risk has increased significantly since initial
recognition. HKFRS 9 does not define what
constitutes a significant increase in credit risk.
In assessing whether the credit risk of an asset
has significantly increased the Group takes into
account qualitative and quantitative reasonable
and supportable forward looking information.
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Determining the lease term

In determining the lease term at the
commencement date for leases that include
renewal options exercisable by the Group, the
Group evaluates the likelihood of exercising
the renewal options taking into account all
relevant facts and circumstances that create an
economic incentive for the Group to exercise the
option, including favourable terms, leasehold
improvements undertaken and the importance of
that underlying asset to the Group’s operation.

Generally, periods covered by an extension
option in other properties leases have not been
included in the lease liability because the Group
could replace the assets without significant cost
or business disruption. See note 21 for further
information.

The lease term is reassessed when there is
a significant event or significant change in
circumstance that is within the Group’s control.
During the current financial year, no lease term
has been reassessed.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets

and liabilities within the next financial year, are discussed
below.
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CRITICAL JUDGEMENT AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(a)

—T—AFEFWR Annual Report 2019

Impairment of property, plant and equipment,
and right-of-use assets

Property, plant and equipment, and right-of-use
assets are stated at costs less accumulated
amortisation and depreciation, and any
impairment. In determining whether an asset is
impaired, the Group has to exercise judgment
and make estimation, particularly in assessing: (1)
whether an event has occurred or any indicators
that may affect the asset value; (2) whether the
carrying value of an asset can be supported by the
recoverable amount, in the case of value in use,
the net present value of future cash flows which
are estimated based upon the continued use of
the asset; and (3) the appropriate key assumptions
to be applied in estimating the recoverable
amounts including cash flow projections and
an appropriate discount rate. When it is not
possible to estimate the recoverable amount of
an individual asset (including right-of-use assets),
the Group estimates the recoverable amount
of the cash-generating unit to which the assets
belongs. Changing the assumptions and estimates,
including the discount rates or the growth rate in
the cash flow projections, could materially affect
the net present value used in the impairment test.

The carrying amount of property, plant and
equipment and the right-of-use assets as
at 31 December 2019 were approximately
RMB362,174,000 (2018: RMB369,273,000) and
RMB207,518,000 (2018: RMB Nil) respectively.
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CRITICAL JUDGEMENT AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(b) Impairment of goodwill and intangible assets

Determining whether goodwill and intangible
assets are impaired requires an estimation of
the value in use of the cash-generating unit to
which goodwill has been allocated. The value in
use calculation requires the Group to estimate
the future cash flows expected to arise from the
cash-generating unit and a suitable discount
rate in order to calculate the present value.
The carrying amount of goodwill at the end
of the reporting period was RMB Nil after an
accumulated impairment loss of RMB20,147,000.
Details of the impairment loss calculation are
provided in note 22 to the consolidated financial
statements.

The carrying amount of intangible assets as
at 31 December 2019 was approximately
RMB3,747,000 (2018: RMB5,034,000). Details of
the impairment loss calculation are provided in
note 23 to the consolidated financial statements.

() Impairment of trade receivables

The management of the Group estimates the
amount of impairment loss for ECL on trade
receivables based on the credit risk of trade
receivables. The amount of the impairment loss
based on ECL model is measured as the difference
between all contractual cash flows that are due
to the Group in accordance with the contract
and all the cash flows that the Group expects
to receive, discounted at the effective interest
rate determined at initial recognition. Where the
future cash flows are less than expected, or being
revised downward due to changes in facts and
circumstances, a material impairment loss may
arise.
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Impairment of trade receivables (Continued)

As at 31 December 2019, the carrying amount
of trade receivables was RMB13,656,000 (net of
allowance for impairment losses of RMB394,000)
(2018: RMB14,600,000 (net of allowance for
impairment losses of RMB394,000).

Allowance for slow-moving inventories

Allowance for slow-moving inventories is
made based on the ageing and estimated net
realisable value of inventories. The assessment
of the allowance amount involves judgement
and estimates. Where the actual outcome in
future is different from the original estimate,
such difference will impact the carrying value of
inventories and allowance charge/write-back in the
period in which such estimate has been changed.
No allowance for slow-moving inventories was
made for the year ended 31 December 2019
(2018: RMB Nil).

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required
in determining the provision for income taxes.
There are many transactions and calculations for
which the ultimate tax determination is uncertain
during the ordinary course of business. Where
the final tax outcome of these matters is different
from the amounts that were initially recorded,
such differences will impact the income tax and
deferred tax provisions in the period in which such
determination is made. During the year ended
31 December 2019, approximately RMB821,000
of income tax was charged to profit or loss based
on the estimated profit (2018: RMB2,243,000 was
credited to profit or loss).
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NFE+=ZA=+—HIFE For the year ended 31 December 2019

FINANCIAL RISK MANAGEMENT

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

(@) Foreign currency risk

The Group has minimal exposure to foreign
currency risk as most of its business transactions,
assets and liabilities are principally denominated
in the functional currencies of the Group entities,
RMB. The Group currently does not have a foreign
currency hedging policy in respect of foreign
currency transactions, assets and liabilities. The
Group monitors its foreign currency exposure
closely and will consider hedging significant
foreign currency exposure should the need arise.
The foreign currency risk is not significant to the
Group.

(b) Credit risk

Credit risk is the risk that a counterparty will not
meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The
Group is exposed to credit risk from its operating
activities (primarily trade and other receivables and
amounts due from related companies) and from
its financing activities, including deposits with
banks and financial institutions, foreign exchange
transactions and other financial instruments.
The Group’s exposure to credit risk arising from
cash and cash equivalents is limited because the
counterparties are banks and financial institutions
with high credit-rating assigned by international
credit-rating agencies, for which the Group
considers to have low credit risk.
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6.

FINANCIAL RISK MANAGEMENT
(Continued)

(b)

—T—AFEFWR Annual Report 2019

Credit risk (Continued)

Trade receivables

Most of the Group's sales are conducted in cash
or prepaid by customers. The Group's trade
receivables are primarily due from department
stores and cash consumer card issuers.

Customer credit risk is managed by each business
unit subject to the Group's established policy,
procedures and control relating to customer credit
risk management. Individual credit evaluations
are performed on all customers requiring credit
over a certain amount. These evaluations focus on
the customer’s past history of making payments
when due and current ability to pay, and take into
account information specific to the customer as
well as pertaining to the economic environment
in which the customer operates. Trade receivables
are due within 30-60 days from the date of
billing. Debtors with balances that are more than
3 months past due are requested to settle all
outstanding balances before any further credit
is granted. Normally, the Group does not obtain
collateral from customers.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix.
As the Group’s historical credit loss experience
does not indicate significantly different loss
patterns for different customer segments, the loss
allowance based on past due status is not further
distinguished between the Group's different
customer bases.
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6. MBEKER (&) 6. FINANCIAL RISK MANAGEMENT
(Continued)
b) EERK (&) (b)  Credit risk (Continued)
EZEWEE(E) Trade receivables (Continued)

TREIN _F-NAF+_A=+T—HEHARX
SEAXWERRRLE ZEEFIANERE

The following table provides information about
the Group’s exposure to credit risk and ECLs for

150

BEE: trade receivables, as at 31 December 2019:
—E-hEF
2019

FAREEE FREEAE BEEE

Gross
Expected carrying Loss
loss rate amount allowance
% AR FT AR FT
% RMB’000 RMB’000
BUER (R HA) Current (not past due) = 13,383 =
BmHI0E30K 0 to 30 days past due - 94 -
mHI31 =60k 31 to 60 days past due - 165 -
#mHI61 =90k 61 to 90 days past due - = =
#HA91E 180K 91 to 180 days past due - - =
B BR R B 180K Over 180 days past due 96.57% 408 394
14,050 394

—E-N\F

2018

TEHEE R X FREEAE BERE

Gross
Expected carrying Loss
loss rate amount allowance
% AREFT AREFT
% RMB’000 RMB’000
BIHER (R H) Current (not past due) = 10,934 =
BmHI0E30K 0 to 30 days past due = 662 =
BHA31E60K 31 to 60 days past due = 263 =
#HA61E 90K 61 to 90 days past due = 175 =
BHI91 = 180K 91 to 180 days past due - 1,532 =
B IB180K Over 180 days past due 27.57% 1,428 394
14,994 394

—ZT—NFEM® Annual Report 2019
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BHEBRER (5)

(b)

FERRE (&)

B 5 EWRIE (8)

i‘ﬁiﬂﬁ!&ﬂé%ﬁ%ﬁéﬁﬁ*ﬁﬁ’\]“ R -%F
@T’Fﬁﬂﬂﬁku}iﬁ%aﬂﬁl%ﬂ&%{%ﬁﬁ’]%ﬁf‘ﬁ

E’J%&J’E B AT A R B R R TR

ﬁﬁ?ﬁﬁ%/ﬁﬂkﬁﬁ’ﬂgﬁ%ZF‘aﬁEﬁ%iﬁf’

RoF—NEF GARBEROERRELRE
KEH -

BRBERITENERERE

7«!&’%@Fﬁﬁ?ﬁ%ﬁﬁ@‘cﬂi*%E’]%%ﬂiﬁ?i’ﬂ&"?ﬁ
REBEEERR B HAER 2 BHEEE
EI?EE’WNIH%EIHHJ%T@OAEEwﬁ’ﬁ P AREEAR
BREHERAGTENSREEARSEEERR
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6.

FINANCIAL RISK MANAGEMENT
(Continued)

(b)

—T—AFEFWR Annual Report 2019

Credit risk (Continued)

Trade receivables (Continued)

Expected loss rates are based on actual loss
experience over the past 1 year. These rates are
adjusted to reflect differences between economic
conditions during the period over which the
historic data has been collected, current conditions
and the Group's view of economic conditions over
the expected lives of the receivables.

There were no significant movements in the loss
allowance to the consolidated financial statements
during 2019.

Financial assets at amortised cost

All of the Group's financial assets at amortised
cost are considered to have low credit risk, and the
loss allowance recognised during the period was
therefore limited to 12-month expected losses.
Management considers all of the Group’s financial
assets at amortised cost to be low credit risk as
they have a low of default and the counterparties
have a strong capacity to meet its contractual cash
flow obligations in the near term.

Financial assets at amortised cost include other
receivables, amounts due from related companies
and deposits for purchase of non-current assets.
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6. MEKREKRER (&) 6. FINANCIAL RISK MANAGEMENT
(Continued)
b) EERR(E) (b) Credit risk (Continued)

RBEBLITENEREE (B)
FRARBHEKATENSREENERRGE

Financial assets at amortised cost (Continued)

Movement in the loss allowance for financial

AT : assets at amortised cost during the year is as
follows:
BEFRD FEW— =R
BENRE BEQRRE HtERXRE gt
Deposits for Amount
purchase of due from
non-current a related Other
assets company receivables Total
AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
RZZE-N\E—-A—H At 1 January 2018 - - - -
FABRKREER Impairment losses recognised
for the year - - 2,540 2,540
RZZE—-N\F At 31 December 2018
+=-A=+-8 - - 2,540 2,540
FARERK R EEE Impairment losses recognised
for the year 11,741 22,920 - 34,661
RZE—NF At 31 December 2019
+=-A=+-8 11,741 22,920 2,540 37,201

AEEYEEMBARPEERR (ZF—/\F:
&) RROIBMRAEBHFIRER -

AEBEFTARRERAARFERLEZER

R HE -

—ZT—NFEM® Annual Report 2019
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The Group has no other significant concentration
of credit risk (2018: Nil), with exposure spread over
a large number of counterparties and customers.

It has policies in place to ensure that sales are
made to customers with an appropriate credit
history.
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6.

MEERER (&) 6. FINANCIAL RISK MANAGEMENT
(Continued)

(0 FHBESRAMR (0  Liquidity risk
AEENBRERTHELRRRRBERRSDES The Group's policy is to regularly monitor current
FRUBREREHE AR RTEEHR and expected liquidity requirements to ensure that
REZREBESE K- it maintains sufficient reserves of cash to meet

its liquidity requirements in the short and longer
term.
REEFTEESRBERSHARURRERE The maturity analysis based on contractual
MR HBER AT undiscounted cash flows of the Group's
non-derivative financial liabilities is as follows:
REXRR LB T
R1ER 1226 2255 BERENAE REE
On Total
demand Between Between  contractual
or within 1and 2 2and 5 undiscounted Carrying
1 year years years cash flow amount
ARETT AREFT AREFT AREFT AREFT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
R-Z-h%F At 31 December 2019
+ZA=1+-H
B 5 REMEMNTIE Trade and other payables 114,460 - - 114,460 114,460
I BERFIFER Amounts due to related
companies 429 - - 429 429
RITER Bank borrowings 36,323 = = 36,323 35,950
HEERE Lease liabilities 72,726 75,725 62 148,513 125,204
RS Dividend payable 4,708 - = 4,708 4,708
228,646 75,725 62 304,433 280,751
R-ZB-N\F At 31 December 2018
+=A=+-H
B 5 R EMEN A Trade and other payables 91,389 - - 91,389 91,389
R EERAIRIE Amounts due to related
companies 318 - - 318 318
IR Dividend payable 4,708 - - 4,708 4,708
96,415 - - 96,415 96,415

—T—AFEFWR Annual Report 2019
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6. BHERERE (£) 6. FINANCIAL RISK MANAGEMENT
(Continued)
(d) FI=m= b (d) Interest rate risk

AEBEZReRENERARTIZHRTERR
RITERA R - AEBE 2 RITH IR E E M5
B BEMARAABENRRER-

RZT-AF+-A=+—8 WAXTE100

f
4

EEZ MATEEMERERSTE FAKTE
FEBIEGR A AREK270,000T (2 — N

4 0 A R #262,00078) + £ B e M BITIE R

F

u
7

B R SOR A R SRIT SR B MAR BT R it
K EFH1001EEE  MAAE S SER T

FRBRRZEABIEBE NG ARE270,0007T
(ZE—NF B AR#262,0007T) = E
PR TS BRI B 5 38 0 R 3R 17 13 3R Bk A

EONFrER -
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The Group's cash flow interest rate risk primarily
relates to bank deposits and bank borrowings.
The Group's bank deposits bear interests at fixed
interest rates and therefore are subject to fair
value interest rate risks.

The Group's exposure to interest-rate risk arises
from its bank borrowings. These borrowings bear
interests at variable rates that vary with the then
prevailing market condition.

At 31 December 2019, if interest rates had been
100 basis points lower with all other variables
held constant, consolidated loss after tax for the
year would have been approximately RMB270,000
lower (2018: RMB262,000 higher), arising
mainly as a result of lower interest expense on
bank borrowings and lower interest income on
bank deposits. If interest rates had been 100
basis points higher, with all other variables held
constant, consolidated loss after tax for the year
would have been approximately RMB270,000
higher (2018: RMB262,000 lower), arising mainly
as a result of higher interest expense on bank
borrowings and higher interest income on bank
deposits.
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6. MEERERE (&) 6. FINANCIAL RISK MANAGEMENT
(Continued)
) MtT-A=+t—Hz&@mITEAEEH (e) Categories of financial instruments at
31 December
—E-hE T N\fF
2019 2018
AR¥F T ARET T
RMB’000 RMB’000
SRMEE: Financial assets:
BHRENATFTENEREE Financial assets at amortised
(BEBEeRReEEY) costs (including cash and
cash equivalents) 103,995 281,412
sEas: Financial liabilities:
REERATENSHEaE Financial liabilities at amortised cost 280,751 96,415

H 2REE ()  Fair values
AEEFAGEVBRARTIHEREERS The carrying amounts of the Group's financial
HEENERNERAESAENAREEBEHES - assets and financial liabilities as reflected in the

consolidated statement of financial position
approximate their respective fair values.
7. W& 7. REVENUE

FARTIEERBREDNELENRESHFNOT

Disaggregation of revenue from contracts with
customers by major products line for the year is as

follow:
—Z-hF —T—N\F
2019 2018
AR¥TFT ARBFT
RMB’000 RMB’000
& B EER L1555 Revenue from contracts
HERAZEFEHWE: with customers within
the scope of HKFRS 15:
—HEMEE®D — Sales of bakery products 551,941 664,017
TR R A Timing of revenue recognition
RE-—FBMBIMEM Products transferred at
a point in time 551,941 664,017

—T—AFEFWR Annual Report 2019
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8. HtlrA W& (&H) 8. OTHER INCOME, GAINS/(LOSSES)
—E-hF ZT-N\F
2019 2018
AR FT ABRETFT
RMB’000 RMB'000
RITIF A E A Interest income on bank deposits 1,008 2,504
e 2 mEFERA Imputed interest income on deposits 331 =
BETWKEENIZEZ Interest income on deposits paid
FEHBA for a potential acquisition of a land 6,685 =
FIB WA M58 Total interest income 8,024 2,504
BB (M3E) Government grants (Note) 3,185 6,577
R IR & ZE AR A U #7 BY Release of asset-related government
grants 468 468
BRAREBEFABZENESEEE Fair value gains on financial assets
R BERR at FVTPL - 619
ZEME BERKEEE Loss on written off of property,
plant and equipment (29) -
LEEWE BERZEZER Loss on disposal of property,
plant and equipment (13) (534)
o B R E At A R E 1B Loss on disposal of scrap and
other materials (271) (335)
P H U Exchange gain 120 2,493
VI B KRR AR Impairment losses on property,
plant and equipment (2,807) (52,598)
FREEERERE Impairment losses on right-of-use assets (4,076) =
B EEREEE Impairment losses on intangible assets = (8,932)
GERAL PN Rental income 140 118
mBREEaRE Release of lease liabilities 4,351 =
ZHE R E Written off of the right-of-use assets (4,101) =
HAh Others (38) 947
4,953 (48,673)
B 5 - Note:
77 BUFT 2B P U B 49 A R #63,185,0007T (=T — NF: AR¥ Government grants of approximately RMB3,185,000 (2018:
6,577,0007T) B BR AT FE B - PR DA SR D A4 2 R IR FH BT - L IB BN = RMB6,577,000) were received from local government authorities
AR o for encouraging production and improving technology, of which the

entitlement was unconditional.
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9. TREERESERETE

9. ALLOWANCE OF IMPAIRMENT LOSSES
ON FINANCIAL ASSETS, NET

—E-hEF —E-N\F
2019 2018
AR FT AREFIT
RMB’000 RMB’000
BRI EEE Impairment losses recognised on:
—H b FE Y FRIR — Other receivables = 2,540
—BEIFRDEENES — Deposits for purchase of

non-current assets 11,741 -

— eI — I BEE R B RIE — Amount due from a related
company 22,920 -
34,661 2,540

10. D EPER

AEEES - ARNZ2BLLED M- AR TREER
RE(EREERFE]) ARUTESERBHESR
AEE AAFRLERREZRNALREERRE
RERBRZREDIT MABFBEEMEMERSE
RERBFEZBBEER Bt AEEXE25KE

10. SEGMENT INFORMATION

The Group has only one reportable operating segment.
The chief operating decision maker (“CODM") and the
Chief Executive Officer of the Company reviews the
Group as a whole and internal reports are reported to
the CODM including only revenue analysis by product

7 EBE K o types and no other discretionary information is prepared
for resource allocation and performance assessment.
Therefore, no operating segment information is
presented.
—g-n%E —E-N\F
2019 2018
AR¥FT AREFT
RMB’000 RMB’000
EYER Types of goods
e kB Bread and cakes 407,651 475,354
R Moon cakes 31,559 58,058
FEES Pastries 72,210 80,309
Hih Others 40,521 50,296
551,941 664,017
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10. ZEBER (&) 10. SEGMENT INFORMATION (Continued)
EER Geographical information
AEBEMBENREZ BRAIEE EERABEIIRA X All of the Group's revenue, loss before taxation, assets
A7 PR B - A i 37 4% 2 71 3 [E B R o and liabilities were derived from or located in the PRC,

and therefore no geographical information is presented.

REETEFEFHRE Revenue from major customers
REEZZE-—NFRZZ—N\F+ZA=+—HBLF No single customer contributed over 10% of the total
B UwEE-FFAEMAEREBIGEE10% - revenue of the Group for the years ended 31 December
2019 and 2018.
1. BERK 11. FINANCE COSTS
—E-hF T N\F
2019 2018
AR¥FT ARBTFT
RMB’000 RMB’000
HEABRNERE Interest expenses on lease liabilities 20,301 =
IRITE KA B Interest expenses on bank borrowings 491 =
20,792 -
12. FRIBHMAX (E%) 12. INCOME TAX EXPENSE/(CREDIT)
EREREROMEHET: Income tax has been recognised in profit or loss as
following:
—E-hEF —ZE-N\F
2019 2018
AR¥FT ARBFT
RMB’000 RMB’000
BVEATR 1A Current tax
FREE—F Provision for the year — the PRC 607 36
BAFEREETE Under-provision in prior years 214 161
821 197
FEIERLTE (MF7E33) Deferred tax (Note 33) = (2,440)
821 (2,243)

158 ZZE—NFFR Annual Report 2019 RFIAATEIBIZR AR AT Christine International Holdings Limited



)

Bt %5 R R Y R

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—T—

12.

NFE+=ZA=+—HIFE For the year ended 31 December 2019

FrEHmx (Ee) (&)

HRAEERBE T - NFERZE-—NF+ZA
= tT—REFETEERV N WEAREANE
BETIREE -

FECEMRSHEIDERESLS% (ZF
R

RETBECEMBHRE HNELES _FTTNF—A

—BAZERREOMBARIRERS  BEHIIERESE
BU10% B FEHNFR IS B o

— N\ :25% )&t

Hip@ERVEMNZRECRBEARBREMER
RZBIOIMERKBRIT AR RBERBHHE-

fSBiR X, (H %) BER T AT B 18T A S TLH Al AR
Emﬁﬁﬁﬁ SHR KR ZFB 2 ERMT

12.

INCOME TAX EXPENSE/(CREDIT)
(Continued)

No provision for Hong Kong Profits Tax is required since
the Group has no assessable profit for the years ended
31 December 2019 and 2018.

PRC Enterprise Income Tax has been provided at a rate
of 25% (2018: 25%).

Pursuant to the PRC law on Corporate Income Tax,
10% withholding income tax will be levied on foreign
investors for dividend distribution from foreign invested
enterprises’ profit earned after 1 January 2008.

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.

The reconciliation between the income tax expense/
(credit) and the product of loss before tax multiplied
by the income tax rate applicable to respective tax

jurisdictions is as follows:

—E-hF —T-N\F
2019 2018
AR FT AR FIT
RMB’000 RMB’'000
Br AT E 18 Loss before tax (223,476) (234,418)
BERBGRAERBAREIE  Tax calculated at the rates applicable
A IR to respective tax jurisdictions (55,052) (58,479)
BAFRBBANH IS L Tax effect of income that is not taxable (2,667) (1,761)
AAMBRZOB G E Tax effect of expenses that are
not deductible 3,832 622
RERERHEZENOR BT E Tax effect of temporary differences
not recognised 7,826 12,054
RERMIBEENR G2 Tax effect of tax losses not recognised 46,668 45,160
BAFERETR Under-provision in prior years 214 161
FiEmmEs (Fe) Income tax expense/(credit) 821 (2,243)
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13. FREE
REEY EREEENGS GEA) U TEEE L -

13. LOSS FOR THE YEAR

The Group's loss for the year is stated after charging/
(crediting) the following:

—E-hEF —E-N\F
2019 2018
AR¥FT AREFIT
RMB’000 RMB’'000
B EEHH Amortisation of intangible assets 1,287 2,236
TENT - b HE & SRIBHE8E Amortisation of prepaid land
lease payments - 2,146
FRAEEERE Depreciation of right-of-use assets 79,755 =
Y REREETE Depreciation of property,
plant and equipment 30,278 45,189
ZEME BERKEEE Loss on written off of property,
plant and equipment 29 -

HEME BFE RRHZBE

Loss on disposal of property,
plant and equipment 13 534

KEHERA Operating lease charges
—HETEME — Rented retail outlets 28,334 131,322
BINA (BIEEETH) Staff costs (Included directors’
remuneration)
— ¥ & TEAL RERL — Salaries, bonuses and allowances 253,226 278,948
— R FIET B R — Retirement benefits scheme
contributions 29,231 36,532
282,457 315,480
Z AN B & Auditor’s remuneration 1,780 2,300
EEFENAR Cost of inventories sold 308,615 368,117
CREEREBBRETE Allowance for impairment loss of
financial assets, net 34,661 2,540
W BB RFEREERE Impairment losses on property,
plant and equipment 2,807 52,598
FRAEEEREEIE Impairment losses on right-of-use assets 4,076 =
B EERMEERE Impairment losses on intangible assets = 8,932

BEFEXNAIHEIRA WERECEHEEAA
B #) A8 ANR%95017,000 (ZE—NF: ARK
131,458,0007T) * B M A E B4 B ZREEH o

Cost of inventories sold includes staff costs, depreciation
and operating lease charges of approximately
RMB95,017,000 (2018: RMB131,458,000) which are
included in the amounts disclosed separately.
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14. EERABEX

14. EMPLOYEE BENEFITS EXPENSE

—E-NF —E-N\F
2019 2018
AR¥ T AREFor
RMB’000 RMB’000
EERMAX Employee benefits expense:
e AP AN =31 Salaries, bonuses and allowances 253,226 278,948
RIREFFT IR (HEE16) Retirement benefit scheme
contributions (Note 16) 29,231 36,532
282,457 315,480

AEBRSHMAL

FARXEENAELERSFMALFEBE-—R(ZF
—N\EF:—R)EF ABeE RN 5
freBE@pUE (ZT—N\F :HE) AL 2SI

Five highest paid individuals

The five highest paid individuals in the Group during the
year included 1 (2018: 1) directors whose emoluments
are reflected in the analysis presented in note 15. The

T~ emoluments of the remaining 4 (2018: 4) individuals are
set out below:

—E-hHF —E-N\F
2019 2018
AR¥ T ARMTFT
RMB’000 RMB’000
e KOEBh Salaries and allowances 1,680 2,850
BB TEAT Discretionary bonus - 440
RIREFET B Retirement benefit scheme contributions = =
1,680 3,290
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14. EERAMX (48)

14. EMPLOYEE BENEFITS EXPENSE

(Continued)
EEREEHFMAL (B) Five highest paid individuals (Continued)
MEN TUATER: The emoluments fell within the following band:
AE
Number of individuals
—E-h#F —T-N\F
2019 2018
Z T £ 1,000,000/ 7T HK$Nil to HK$ 1,000,000
(HERNWARBZLE (approximately equivalent
AR #880,2007T) RMBNil to RMB880,200) 4 3
1,000,001 7 £1,500,0007% 7T HK$1,000,001 to HK$ 1,500,000
(HHENH ARKES80,2007TE  (approximately equivalent
AR #1,320,3007T) RMB880,200 to RMB1,320,300) - -
1,500,001/ 7T £2,000,0007% 7T HK$1,500,001 to HK$2,000,000
(FHERH ARY1,320,3007CE  (approximately equivalent
AR #1,760,4007T) RMB1,320,300 to RMB1,760,400) - 1
4 4
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

15. EER/A R A=

(a)

EENERUTEMS

HE-_T-NF+_A=+—HLFE"
RERERITENGFMEINAT

15. BENEFITS AND INTERESTS OF

DIRECTORS

(@) Directors’ and chief executive officer’s

emoluments

officer is set out below:

REAALFERAES (FRAFTDAREMBELE)

FERHEREE AR &

Emoluments paid or receivable in respect of a person’s services
as a director, whether of the Company or its subsidiary undertaking

For the year ended 31 December 2019, the
remuneration of every director and chief executive

EEEK LARR 4B
e FEREH WL BREMR RERZAX st
Employer’s
contribution
toa
Salaries retirement
and Discretionary benefit Share-based
Fees  allowances bonus scheme payments Total
ANEEFT AREFT AREFT AREFTT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
BITES Executive Directors
RAKE (Mita) Mr. Zhu Yong Ning (Note a) = = = - - _
WEEH KA Mr. Lin Ming Tien = = - - - _
EnaLE Mr. Chan | Sheng - 285 = = = 285
TERZ LT Ms. Chiang Jo Hsien = = = - - _
©EFEL (FzEb)  Mr Tseng Chien Li (Note b) = - - - _ _
HAERLE (H5Te)  Mr Xu Chi Ming (Note e) = = = - - -
FHTES Non-executive Directors
HPUE LA (MisEc)  Mr Hung Dun Ching (Note ) = = = - - -
ERALE Mr. Chou Chi Ming = = = - - -
MRELE (MEg) Mr. Lin Yuan (Note g) = = - - - _
AEXEE Mr. Shi Weiguang = = = - - -
BYFHTES Independent Non-executive
Directors
=/EEE (FEh)  Mr. Gao Haiming (Note h) 36 - = = - 36
BN LT Ms. Su Wanwen 71 = - - - 7
AR%AE (MizEd) Mr. Zhou Chen (Note d) = = - - - _
BuE A (MfsEd)  Mr Xu Chun Bin (Note d) = - - - _ _
BAEMETE (D) Mr. Zhou Meilin (Note i) = - - - _ _
BRA 4 (HiEED) Mr. Chen Shi (Note i) = - - - _ _
107 285 - - - 392
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15. EEEANER=E (8E) 15. BENEFITS AND INTERESTS OF

DIRECTORS (Continued)
() EEREHEHTEMS (B)

(@) Directors’ and chief executive officer’s
emoluments (Continued)

BHE"ZT-\FT_A=+t—"HILFE &&=
RERERITENTFMEINNAT

For the year ended 31 December 2018, the
remuneration of every director and chief executive
officer is set out below:

REFNALERAES (THALDRAIIANBELE)
Pzt R E MR BRI £

164

—ZT—NFEM® Annual Report 2019

Emoluments paid or receivable in respect of a person'’s services
as a director, whether of the Company or its subsidiary undertaking

EEERR AR 15
e e RkEA WIBTEA BAGEHER RERZAMR st
Employer’s
contribution
toa
Salaries retirement
and  Discretionary benefit  Share-based
Fees allowances bonus scheme payments Total
AREFT AEEFT AREFT ARETT AREFT AREFT
RMB000 RMB000 RMB000 RMB’000 RMB’000 RMB’000
HEHAE Chief executive officer
BERZEE (M) Mr. Lo Tien An (Note ) = 1,200 400 = = 1,600
HITES Executive Directors
KBS 4 (M3Ea)  Mr Zhu Yong Ning (Note a) = S - - _ _
M LA Mr. Lin Ming Tien - 43 - _ _ 43
EnaLE Mr. Chan | Sheng - 285 - = = 285
TERZ LT Ms. Chiang Jo Hsien = = - - _ _
HREBRLL ([ifsFe)  Mr Xu Chi Ming (Note e) = - _ _ _ _
MBS E (FRES) Mr. Lin Yu (Note f) - _ _ _ _ _
B354 (MiEEf)  Mr Lu Wen Chian (Note f) - 373 30 - - 403
FHTES Non-executive Directors
FRBAELE Mr. Chou Chi Ming 43 - = = - 43
HBUE KA (MisEc)  Mr Hung Dun Ching (Note ) = - - - - -
WE KA (MzEg) Mr. Lin Yuan (Note g) = = _ _ _ _
AEXEE Mr. Shi Weiguang = = - - - _
BYFHTES Independent
Non-executive Directors
=A% E (FEh)  Mr. Gao Haiming (Note h) 143 - - S = 143
BN LT Ms. Su Wanwen 143 = = - - 143
AEMTE (KD Mr. Zhou Meilin (Note i) = - _ - _ _
REWLA (H5Eh) M. Zhu Nianlin (Note h) 133 = = - - 133
BRA 4 (HEsED) Mr. Chen Shi (Note i) = - - - _ _
462 1,901 430 - - 2,793
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15. EEEARAE (B)

(a)

EERERUTEME (B)

M EE

(a)

RKBEER-_Z-NF+— A - AEZER/NT
EERERATE IR -_ZE-NF+-A+tA
BEZEREFGIFE -RKEXZENIR TN
FAARAR-_E-NFRA+T-_BREAFERT
EREFEERBIS-

ERAMEENR_E-NFNA=ZTBHEZERNT
B=-

HBBERER B NF+_A+LABRERE
HOTEE R NEFRNAT_REZRERES
LES R

FAREERBEWEESIR-_FT-AF=A
ZHARRZE-AFNA=ZTHERERBILIFE
PITEF - AREEN_Z-_ZTF=AT=HEE
BYIEMITES-

BERARER_ZE-NF+-A+N\AEZERH
TEE RZE-NAFNAA-THBRERTES

EXBEERMELEENIR -_FT—-NF+A
ZHABRZBE-NFTZATLABERTES -

MEEER_ZT-N\F+_A++BEZTRIEH
TEE R-_Z-NF=ZA-+N\BRHEFERTE
S

REMELERBEALED IR -_F—N\F+_H
+—BRZZE-NE=ZAZ+tBEEEBIIERT
B=-
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15. BENEFITS AND INTERESTS OF
DIRECTORS (Continued)

(@) Directors’ and chief executive officer’s
emoluments (Continued)

Notes:

(@

(b)

@

Mr. Zhu Yong Ning was appointed as an executive
director and a chief executive officer on 1 November
2018 and appointed as a chairman of the board on
17 December 2018. Mr. Zhu Yong Ning was step
down from his position as a chief executive officer
and chairman of the board on 5 May 2019 and
12 June 2019 respectively.

Mr. Tseng Chien Li was appointed as an executive
director on 30 August 2019.

Mr. Hung Dun Ching was appointed as a
non-executive director and a chairman of the board

on 17 December 2018 and 12 June 2019 respectively.

Mr. Zhou Chen and Mr. Xu Chun Bin were appointed
as an independent non-executive director on
29 March 2019 and 30 August 2019, respectively.
Mr. Zhou Chen resigned as an independent

non-executive director on 13 March 2020.

Mr. Xu Chi Ming was appointed as an executive
director on 18 December 2018 and resigned as an
executive director on 20 August 2019.

Mr. Lu Wen Chian and Mr. Lin Yu were resigned
as an executive director on 29 October 2018 and
17 December 2018, respectively.

Mr. Lin Yuan was appointed as a non-executive
director on 17 December 2018 and resigned as a
non-executive director on 28 March 2019.

Mr. Zhu Nianlin and Mr. Gao Haiming were resigned
as an independent non-executive director on
11 December 2018 and 27 March 2019, respectively.
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15. EEEARAE (B)

(a)

BaE: (%)

EERERATEME (B)

15. BENEFITS AND INTERESTS OF

DIRECTORS (Continued)

(a)

@ AEMREERRAXRER-_ZE-NAF+-A+NR
BZERBUFATER HRDBINR-FT—hF

NAZ+—
WITES-

AR=F—NENA=+ABHEIBIHE

() BEREER T NF+—-A-REREEFENT

BB

RBE_Z-—NFR-_Z-—NF+A=+—
BLEFE BEEENEXAEREAEE
BT TEENSENEMESERINARE
B BE D o BE B

(b)

EERXS REISHNEARE

(b)

BRReMBRRMTLZMBEELHEALRS
S RRABHEEAMER A ER L EAEE
EBAERMARREEREZT ZHETNES
BEERSIMEERERMNE  BRFRIFREM
BREDFEZERR S THEAH-

—ZT—NFEM® Annual Report 2019
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Directors’ and chief executive officer’s
emoluments (Continued)

Notes: (Continued)

(i) Mr. Zhou Meilin and Mr. Chen Shi were appointed
as an independent non-executive director on
18 December 2018, and resigned as an independent
non-executive director on 21 June 2019 and
20 August 2019, respectively.

() Mr. Lo Tien An was step down from his position as

chief executive officer on 1 November 2018.

None of the directors waived or agreed to
waive any emoluments paid by the Group and
no incentive payment for joining the Group
or compensation for loss of office was paid or
payable to any director during the years ended
31 December 2019 and 2018.

Directors’ material interests in transactions,
arrangements or contracts

Except the related party transactions disclosed in
note 42 to the consolidated financial statements,
no significant transactions, arrangements and
contracts in relation to the Group’s business to
which the Company or any of its subsidiaries was
a party and in which the directors of the Company
and the directors’ connected party had a material
interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.
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16.

17.

g3 SR

KEBERE (BEBRGMERES BRI REE
MEEEREBERARBMEAESTE ([EREF
B AEERRESFBFLHZHFIZEETFER
TEZ% 8 S8R EEEAHRKERA,50087T-
FRE S BMEH SRR HRREREME -

AEERTBEXRIZHMBARNEE BT THRAE
BEPRARREHEKBE -ZEMBARAREER
T RITEZETAD AP RERSFTEIHT
ERERBHNER TN ARAEZSZMB R
AMERBRRKEKEENRARBNEE ZFW
BARGHRRRASHEOE —FETRBETEED

PR ko

9=\

ARAEEFRERBE-F-NF+-A=+—F
I BDR A AR RS (T —/\F :f8) °

16. RETIREMENT BENEFIT SCHEMES

The Group operates a mandatory provident fund scheme
(the “MPF Scheme"”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for all qualifying
employees in Hong Kong. The Group’s contributions to
the MPF Scheme are calculated at 5% of the salaries
and wages subject to a monthly maximum amount of
contribution of HK$1,500 per employee and vest fully
with employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries established
in the PRC are members of a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute certain percentage
of the employees’ basic salaries and wages to the
central pension scheme to fund the retirement benefits.
The local municipal government undertakes to assume
the retirement benefits obligations of all existing and
future retired employees of these subsidiaries. The
only obligation of these subsidiaries with respect to
the central pension scheme is to meet the required
contributions under the scheme.

DIVIDENDS

The directors of the Company did not recommend
payment of any final dividend for the year ended
31 December 2019 (2018: Nil).
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18. BREE

RRBHEAANRETRERREEBRTRTIBUE

e,

18. LOSS PER SHARE

The calculation of the basic and diluted loss per share
attributable to the owners of the Company is based on

the following:
—E-hEF T N\F
2019 2018
AR FT AR Fr
RMB’000 RMB’000
EiE Loss
ARETEEREARAR Loss for the year for the purpose of
BEEBE s FAEIE calculating basic and diluted loss per share (224,297) (232,175)
—ZT-hF —E—N\F
2019 2018
Fi FAE
‘000 ‘000
RO EE Number of shares
ARFTEERERR Weighted average number of
BEEREER ordinary shares for the purpose of
Dt 5 8 calculating basic and diluted loss per share 1,010,188 1,010,188

ARG EEREREER RS REEEEN LB INE

T EARE o

The weighted average numbers of ordinary shares used
as denominators in calculating the basic and diluted loss
per share are the same.

—ZT—NFEM® Annual Report 2019

HE_ZT—NEFERZ—N\F+_A=+—HLFE"
BRARRERITEBRENTEESRROBHFES
ME WA EERBEEERTEBRSZSHERERE
17fE -

The computation of the diluted loss per share did not
assume the exercise of the Company’s outstanding share
option as the exercise price of those share options was
higher than the average market price for shares for the
years ended 31 December 2019 and 2018.
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19. % BERRE

19. PROPERTY, PLANT AND EQUIPMENT

£ER
HENEEE B BERRE AE BAERE ERIR st
Machinery Fixtures
Leasehold and Motor and office  Construction
improvements Buildings equipment vehicles equipment in progress Total
ARETFT ARETT ARETT ARETT ARETT ARETT ARETRT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
A& Cost
RZZ—\F—HF—H At1January 2018 217,863 500,921 431,758 17,446 142,188 111,823 1,421,999
NE Additions 7,175 329 1,269 119 2,031 3,912 14,835
L Transfer 2,456 - 808 - - (3.264) -
HE Disposals - - (848) (626) (2,440) - (3,914)
RZZ-N\F At 31 December 2018
TZR=+—-BEK and 1 January 2019
—Z-n&—HR—H 227,494 501,250 432,987 16,939 141,779 112,471 1,432,920
NE Additions 5,626 - 1314 380 2,218 16,664 26,202
% Written off - - (2,655) (4,248) (13,222) - (20,125)
HE Disposals = = = = (1,632) = (1,632)
RZZ-NF At 31 December 2019
+=ZA=+—H 233,120 501,250 431,646 13,071 129,143 129,135 1,437,365
RiE Accumulated depreciation
RZZ—\F—HF—H At1January 2018 213,143 233,771 380,798 14,332 127,106 - 969,150
FRXH Charge for the year 2,681 29,729 10,537 912 1,330 - 45,189
HE Disposals - - (572) (564) (2,154) - (3,290)
AEER Impairment losses 11,045 - 27,924 1,359 12,270 - 52,598
RZZ-N\F At 31 December 2018
TZR=+—-BEK and 1 January 2019
—Z-n&—HR—H 226,869 263,500 418,687 16,039 138,552 - 1,063,647
FAX L Charge for the year 2,163 18,515 8,711 211 678 - 30,278
3] Written off - - (2,721) (3,994) (13,381) - (20,096)
HE Disposals - - - - (1,445) = (1,445)
VoREY 5F Impairment losses 2,807 - - - - - 2,807
RZZE-NF At 31 December 2019
+-A=+—8H 231,839 282,015 424,677 12,256 124,404 - 1,075,191
REE Carrying amount
RZZE-hE At 31 December 2019
+=ZRA=+—8 1,281 219,235 6,969 815 4,739 129,135 362,174
RZZ-N\F At 31 December 2018
+=ZA=+—H 625 237,750 14,300 900 3,227 112,471 369,273

RZZE—NF+-_A=+—8' AR%20,114,0007T
ZE-NFAREBZTL)NYE BELRESKE
FIEAREBERITERAER (FFFE35) ©

At 31 December 2019, RMB20,114,000 of the property,
plant and equipment (2018: RMB Nil) pledged as security
for the Group's bank borrowings (Note 35).
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19.

20.

—ZT—NFEM® Annual Report 2019

M BERERE(E)

FN HRAEEPBRERE AEEEEEHASE
EREERRCELBNZAEREREMEEEE
ZAIRESREETRN - REELEM A KE S
FRMRESREERBELFREBEETE -FMAHA
BRI K 513.8% (ZZ— N\F:13.9%) - RIFH T4
FDRIRYE BMEREBARELEERERREE
BAR2,807,0007T (—F— \5F: AR¥52,598,000
TIMAREZL(ZE— N\F: ARMS,932,0007T)
(M5E23) AEBRECREREBANIEHFAHRE
ERFECARAFYHBEURK THERBI% Z
BERHE - ZEERETNBBHREBMSEN T RAPE

BT HEERE

AEERAN THEERBORRELNPERAL
WRTAN T B EFIR  REFESFTAOT

19. PROPERTY, PLANT AND EQUIPMENT

(Continued)

During the year, as a result of the poor financial
performance of the Group, the management of the
Group carried out a review of the recoverable amounts
of manufacturing plant and other related assets of the
Group's bakery CGU. The recoverable amounts of the
CGU have been determined on the basis of their value
in use using discounted cash flow method. The pre-tax
discount rate used was 13.8% (2018: 13.9%). The
review led to the recognition of impairment losses of
RMB2,807,000 (2018: RMB52,598,000) on property,
plant and equipment and RMBNil (2018: RMB8,932,000)
on intangible assets (Note 23) respectively. The Group
prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors
for the next five years with the residual period using
the growth rate of 3%. This rate does not exceed the
average long-term growth rate for the relevant markets.

. PREPAID LAND LEASE PAYMENTS

The Group's interests in prepaid land lease payments
represent prepaid land lease payments located in the
PRC and their net book value are analysed as follows:

AR TF T

RMB’000

RZZE-N\F—H—H At 1 January 2018 75,459

NE Additions 60

1 5y Amortisation (2,146)

RZE-N\F+ZA=1+—HK At 31 December 2018 and 1 January 2019

—E-hF—HA—H 73,373
AR 4N E 7B B 1 w4 2 Al Reclassification due to adoption of HKFRS 16 (Note 3)

FremEI D (MIEE3) (73,373)

REZE-NF—A-BZEEI&EH

Restated balance at 1 January 2019 -

RF#HSTEIBIZRAEMR AT Christine International Holdings Limited
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20. AN EERE (B)

20. PREPAID LAND LEASE PAYMENTS

(Continued)

—F-N\F
2018
ARE T
RMB'000

/. SH’
&

B

Current portion
b2) Non-current portion

2,147
71,226

73,373

BE_Z-N\FT+_A=+—HILFE BANLHHE
ERIAN3BES0F M FI HAIR A 3K o

The prepaid land lease payments are amortised over the
period of rights of 38 to 50 years for the year ended

31 December 2018.

21. FRAEEE 21. RIGHT-OF-USE ASSETS
HE i HEWE st
Leased
Leasehold lands properties Total
AREFor AREFor ARETFT
RMB’000 RMB’000 RMB’000
RZZE-NF—HA—H At 1 January 2019 (Note 3)

(FF3E3) 73,373 148,903 222,276
NE Additions = 73,174 73,174
e Depreciation (2,147) (77,608) (79,755)
1% 85 Written off = (4,101) (4,101)
B R Impairment losses - (4,076) (4,076)
RZZE—NF+=-A=+—H At 31 December 2019 71,226 136,292 207,518

RZE-NFF+ZA=1+—H HRBEABEARE
125,204,0007T, - fHEA {5 A # & &= /B AR %136,292,000
ToBREAAMFHEEENERESIN BERE
W4 TR 25 - HEEETSAEERAIERR -

Lease liabilities of RMB125,204,000 are recognised with
related right-of-use assets of RMB136,292,000 as at
31 December 2019. The lease agreements do not impose
any covenants other than the security interests in the
leased assets that are held by the lessor. Leased assets
may not be used as security for borrowing purposes.
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1. ERREE (8)

21. RIGHT-OF-USE ASSETS (Continued)

—E-hF
2019
AR¥TT
RMB’000
TREEENTEER Depreciation expenses on right-of-use assets 79,755
FRAEEEREEISE Impairment losses on right-of-use assets 4,076
HEABEZFERZ (FFARERZA)  Interest expense on lease liabilities

(included in finance cost) 20,301

HGHAERENMT (FFABERA - Expenses relating to short-term lease

HE R HA X A RITRAR) (included in cost of sales, selling and

distribution expenses, and administrative expenses) 28,334

—ZT—NFEM® Annual Report 2019

HERS R AREFBENMES ()

REMEFE AEELSERKEHEZHTEME-
BEA DN F 12105 1 B E FHI7] 37 - 5 R @ 5l
EEGEARSZBRIAGKEGE REEHEH R
AHENARENRRE ARBRAANZIERLE
FEA KRR BT RO HAR -

N AEBBEFLETIXET TE2RELERS
K ng - AEEDREYE s (REAREE L)
MELHEBA-AKECHAEIN —FBRA UB
AZEMERDR - ZFEAVENHEEL AN ER
NREAAELRENER TEBL7 -

Details of total cash outflow for leases is set out in note
38(b).

For both years, the Group leases various retail outlets
for its operations. Lease contracts are entered into for
fixed term ranged from 1 to 10 years. Lease terms are
negotiated on an individual basis and contain a wide
range of different terms and conditions. In determining
the lease term and assessing the length of the
non-cancellable period, the Group applies the definition
of a contract and determines the period for which the
contract is enforceable.

In addition, the Group owns several industrial buildings
where its manufacturing facilities are primarily located
and office buildings. The Group is the registered owner
of these property interests, including the underlying
leasehold lands. Lump sum payments were made upfront
to acquire these property interests. The leasehold land
components of these owned properties are presented
separately only if the payments made can be allocated
reliably.
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22. BHE 22. GOODWILL
—E-h#F —E-N\F
2019 2018
AR¥FT ARMFT
RMB’000 RMB'000
A Cost
R—A—Bk+=ZA=+—H  At1January and 31 December 20,147 20,147
2P RE Accumulated impairment
R—A—HBE+ZA=+—H At 1 January and 31 December (20,147) (20,147)
IREE Carrying amount
R+=—A=+—H At 31 December = =
¥BeMPEECEEDRBER S EZTEHAIZE Goodwill acquired in a business combination is allocated,
REBEHZRSELSEV -HEZEMESI KRN T : at acquisition, to the CGUs that are expected to benefit

from that business combination. The carrying amount of
goodwill had been allocated as follows:

—E-hF - N\F
2019 2018
AR¥FT AREFIr
RMB’000 RMB’000
FEREHEREEMD Production and sales of bakery products
— N R @ ER A F] — Hangzhou Danbi Foodstuff Co., Ltd
([HMZEED) (“Hangzhou Danbi") = =
ZERIBEWEMMNILL100% S EENEE - ARE The amount represents the goodwill arose from the
BE2HRE AUR=_ZE-AF+=_A=+—080" acquisition of 100% interest in Hangzhou Danbi. The
HENRAEAT (ZE—N\F :F)- goodwill was fully impaired, thus the carrying amount
of the goodwill was RMB Nil as at 31 December 2019
(2018: Nil).
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23. BLEE 23. INTANGIBLE ASSETS
B 5K HEM et
Sales
Software  Trademark network Total

ARBETT AR®ETT ARETRT AR¥Tr
RMB’000 RMB’000 RMB’000 RMB’000

KA Cost
R-_Z—N\F—H—H  At1lJanuary 2018 13,045 10,635 5,860 29,540
NE Additions 563 = = 563
RZZE—NF At 31 December 2018,

+=-A=+—8" 1 January 2019 and

—ZET—-NF—HA—HK 31 December 2019

—F-NF

+=-A=+—8 13,608 10,635 5,860 30,103

RFtEBERREEE Accumulated amortisation and
impairment losses

R=ZZ—N\F—H—H  At1January 2018 7,163 4,345 2,393 13,901
FNE Amortisation for the year 1,411 532 293 2,236
A EE Impairment loss = 5,758 3,174 8,932
RZZE—N\F At 31 December 2018 and

+ZA=+—HBX 1 January 2019

—E-nF—HA—H 8,574 10,635 5,860 25,069
F Y Amortisation for the year 1,287 = = 1,287
RZIZE—NF At 31 December 2019

+=-A=+—8 9,861 10,635 5,860 26,356
IREE Carrying amount
RZZE—N%F At 31 December 2019

+=—A=+—8 3,747 = = 3,747
R-ZE—N\EFE At 31 December 2018

+=RA=+—8 5,034 = = 5,034
BT RGBEHEBASF RZ2E—N\F+=ZA The average remaining amortisation period of the
=+ —AMRAEEF BN E19 - software is 5 years. Details of impairment assessment as

at 31 December 2018 are set out in note 19.
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

24. RBRRZRE

RoT-AE+ZA=+—R ARAEEHBAR

24. INVESTMENTS IN SUBSIDIARIES

Particulars of the principal subsidiaries as at 31 December

=3 N 2019 are as follows:
FiEkEE:/
FMEL/ BER/
a8 TR E B BRITRAFE AMIEEIE TEXH
Place of Percentage of ownership
Incorporation/ interest/
registration and Particular of voting power/
Name operation issued share capital profit sharing Principal activities
E# %
Direct Indirect
Christine International Holdings RERIES LER 100% - REER
(BVI) Co., Ltd. (EBEZ#EES]) (E Investment holding
British Virgin Ordinary shares
[slands (“BVI") US$1
RABREEERLA N @R - 100% #REER
Deluxe International Holdings Limited Hong Kong 1,001%7T Investment holding
Ordinary shares
HK$1,001
tEERESERAA B0 LER - 100% #REEK
Jinda International Trade Co., Ltd. Hong Kong 100,000/ 7T Investment holding
Ordinary shares
HK$100,000
LARMGTRMBRAR HE gl - 100% 4ERHEEREER
(TER=FRAT]) The PRC 12,970,000 7T Production and sales of
Shanghai Christine Foodstuff Ordinary shares bakery products
Co., Ltd. (“Shanghai Christine") US$12,970,000
LBETERRRERAR hE EAR - 100% AERHEREER
([LEERE]) The PRC AE#107,271,2167C Production and sales of
Shanghai Ji Yuan De Foodstuff Ordinary shares bakery products
Co., Ltd. (“Shanghai Ji Yuan De") RMB107,271,216
HEHEEMRRER AR HE LER - 100% 4ERBEEREER
Shanghai Sweet Art Foodstuff The PRC AR #5,000,0007T Production and sales of
Co., Ltd. Ordinary shares bakery products
RMBS5,000,000
HRRABTRABRAF hE EAR - 100% 4AERHEREER
((ARRFAAT]) The PRC 54,800,000 7T Production and sales of
Nanjing Christine Foodstuff Ordinary shares bakery products
Co., Ltd. (“Nanjing Christine”) US$54,800,000
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

2. AMIBLATIZRE (8) 24. INVESTMENTS IN SUBSIDIARIES

(Continued)
FiEkEs/
FMAL BER/
A8 TR E B BRITRAFE BRI FEXE
Place of Percentage of ownership
Incorporation/ interest/
registration and Particular of voting power/
Name operation issued share capital profit sharing Principal activities
E# %
Direct Indirect
HEEAEBERRA hE LER - 100% 4ERBEEREER
((LeggEa]) The PRC AR %30,000,0007T Production and sales of
Shanghai Shuanghong Bakery Ordinary shares bakery products
Co., Ltd. (“Shanghai RMB30,000,000
Shuanghong”)
N RMBR AT hE Lidk - 100% EERHEMEER
Hangzhou Danbi Foodstuff The PRC 1,406,000% 7T Production and sales of
Co., Ltd. Ordinary shares bakery products
US$1,406,000
MMRHETRRER AR hE gl - 100% HERHEMEER
Hangzhou Christine Foodstuff The PRC 20,000,000% 7T Production and sales of
Co., Ltd. Ordinary shares bakery products
US$20,000,000
BERRASTRMERRA hE gl - 100% HERHEEMEER
Ningbo Christine Foodstuff The PRC AR #25,000,0007T Production and sales of
Co., Ltd. Ordinary shares bakery products
RMB25,000,000

ERANEHARERE BEELRBERER

2/

=

The above list contains the particulars of subsidiaries

—ZT—NFEM® Annual Report 2019

MEBARFFS-

RZZE—NF+_A=+—8 AEERFEBHHK
BRARUARBHENRTERACEHRBARE
58,762,0007T (=& — )\ F : AR %128,947,0007T) °
AR HIBRAINESHETHRE GMNEBEREH) &k &
[E - EE R AEEIRIEF) BT -

which principally affected the results, assets or liabilities
of the Group.

As at 31 December 2019, the bank and cash balances
of the Group’ subsidiaries in the PRC denominated
in RMB amounted to RMB58,762,000 (2018: RMB
RMB128,947,000). Conversion of RMB into foreign
currencies is subject to the PRC's Foreign Exchange
Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations.
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

25. 78 25. INVENTORIES
—E-hE =NEF
2019 2018
AR¥FT AREFr
RMB’000 RMB’000
B R Raw materials 18,507 17,695
BURY G Finished goods 8,726 8,799
27,233 26,494

26. E5 K HMEWRIEA

26. TRADE AND OTHER RECEIVABLES

—ZE-hEF —N\&F

2019 2018

AR¥FT AR TFT

RMB’000 RMB’000

B S rRE Trade receivables 14,050 14,994

TEEEEE Allowance for impairment losses (394) (394)

13,656 14,600

H b el k8 Other receivables 6,293 5,812

TEMEZENEEREA Prepaid lease payments for retail outlets 2,306 39,369

TERTRIB Prepayments 5,007 2,467
H bW RIEREE 1B Allowance for impairment losses of

other receivables (2,540) (2,540)

11,066 45,108

B REMEIWFKIEAE Total trade and other receivables 24,722 59,708

REE—RET
E60K - HEHE RET

BREFPHERSEERB-FEFPBEE
e NEB BN ERAE B R EE 0 B WK

TEHR A B HI A R o

BEEERBHHFEEERNT T30
TEMFEEEHAIR30K-

The Group generally allows an average credit period
ranged from 30 to 60 days for department stores and
BX AT
H-EBF

supermarkets, and 30 days for cash consumer card
issuers. Each customer has a maximum credit limit.
For new customers, payment in advance is normally
required. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are
reviewed regularly by the directors.
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26. ESRHMEWRE(E) 26. TRADE AND OTHER RECEIVABLES
(Continued)
REZAMEY 2 E S RKFIE (HIREH) 2RE S The aging analysis of trade receivables based on the
ManT : invoice date, and net of allowance, is as follows:
—E-hEF —E-N\F
2019 2018
AR¥FT AREFT
RMB’000 RMB’000
0230k 0 to 30 days 13,383 10,934
31E60K 31 to 60 days 94 662
61£290K 61 to 90 days 165 263
91£180K 91 to 180 days - 1,707
FBIA 180K Over 180 days 14 1,034
13,656 14,600

RZBE—NE+-_A=+—B BBzt kEE
SIEWGRIAEL 254 AR E394,0007T (ZF—/)\F :

As at 31 December 2019, an aggregate allowance was

made for estimated irrecoverable trade receivables of

AR #394,0007T ) H 1 o approximately RMB394,000 (2018: RMB394,000).
VERIEY SEi=Ec ol AL Reconciliation of allowance for impairment loss:
—E-hF —T—-N\F
2019 2018
AR¥FT ARBFT
RMB’000 RMB’000

R—HA—BIRE At 1 January under HKFRS 9
BB ImE LR E5R 394 394
FRNEE Allowance for the year = =

R+-_A=+—H At 31 December 394 394

AEEEFRYGRIRZREENIAREE

The carrying amounts of the Group’s trade receivables
are denominated in RMB.
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27.

CEARTERURRITRASEER

EERRTERRARETEABHER _F——FN1A
“t+—REMNER (ERgRERNREEE (A
7)) REFRERTHORES -RERAFMHEE A
SEEZEES TR BEREVERBRREEH
REE -BHt AEERHE_ZT-AF+-R=+—
BIEFERBEBRESRPA&ES IRBE_—F
—NF+-A=+t—-BLFEEERMNRFHRER
MERERITHOHEBRES SR

RZZE—NF+_A=+—8 AEEUARES
BzRITERRESETFTH A ARYESS 762,000t (ZF
— )\ : AR%128,947,0007T) - ARHE S A INEA
BB GMEERIEO) R (KEE SERMIESE
161 FIIRTE -

27. PLEDGED BANK DEPOSITS AND BANK

AND CASH BALANCES

The pledged bank deposits were the collateral deposited
with banks pursuant to the regulation of Administrative
Measures for Single-Purpose Prepaid Cards (for Trial
Implementation) according to the regulation issued by
the Ministry of Commerce of the PRC on 21 September
2012. Upon evaluation during the year, the Group
chose another plan in accordance with laws, in which
commercial property insurance was bought instead for
the relevant collateral. Therefore, the Group withdrew
the balance in the relevant collateral account for the
year ended 31 December 2019, which the amount
representing the relevant collateral deposited with banks
according to the provision for the balance of the prepaid
cards and coupons sold for the year ended 31 December
2018.

As at 31 December 2019, the bank and cash balances
of the Group denominated in RMB amounted to
approximately RMB58,762,000(2018: RMB128,947,000).
Conversion of RMB into foreign currencies is subject to
the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations.
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NFE+=ZA=+—HIFE For the year ended 31 December 2019

28. SHARE CAPITAL

—ZT-hF ZE-N\F
2019 2018
K& E RiEH
FR AREFrT FR ARETFT
Number Number
of shares of shares
‘000 RMB’000 000 RMB'000
VERE Authorised:
A% E(E0.00001/E7TH)  Ordinary shares of
EBI HK$0.00001 each
R+-—A=+—H At 31 December 10,000,000 100 10,000,000 100
EBITRETE: Issued and fully paid:
HA&EE0.00001/E7TH)  Ordinary shares of
B HK$0.00001 each
R+-—A=+—H At 31 December 1,010,188 8 1,010,188 8
REBEREANE FRREREEFELENET The Group's objectives when managing capital are to

R EBERLEBMES FEERKRE B ZA(L -

$‘$I?EI—LEAH:1§U?$E;§ZK B o AN B A R AR
NEHLABEECRREH EREAEBAEL
Eﬂ” %”ETT‘JZEJT”§$,‘\ET%'$%i@%ﬁ%&ﬂ&%
DIR-BITMR - EDERD SEHE BEREER
Ekﬁ%éfELMﬁQ%ﬁ%

$%$EH§:%1§%§H:W#%€EZK BEESERIZ
SFERSIR AR R 42 M’E'Hj FEBBIERITER
Tﬂ:ﬁﬁﬁ&ﬁgﬁﬁﬂk PR ERMRAERRS

EEY- $%>\Z@EE@TE$EﬁWFﬁﬁ%ﬁWﬁBn (BB A
*DE?ME%{%)

safeguard the Group’s ability to continue as a going
concern and to maximise the return to the shareholders
through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion
to risk. The Group manages the capital structure and
makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the
capital structure, the Group may adjust the payment of
dividends, issue new shares, buy-back shares, raise new
debts, redeem existing debts or sell assets to reduce
debts.

The Group monitors capital on the basis of the
debt-to-equity ratio. This ratio is calculated as net
debt divided by total equity. Net debt comprises bank
borrowings, lease liabilities and amounts due to related
companies, net of cash and cash equivalents. Total
equity comprises all components of equity (i.e. share
capital and other reserves).

RRI##STEIBRIZRAMR AT Christine International Holdings Limited



)

Bt %5 R R Y R

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—T—

28.
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R (&) 28. SHARE CAPITAL (Continued)

—hE+-A=+—BR=-_ZE—N\FE+=-A
=t+—HMEBEESLERET:

The debt-to-equity ratios at 31 December 2019 and at
31 December 2018 were as follows:

—E-hEF —F-N\F

2019 2018

AR¥ T AR TFT

RMB’000 RMB’000

BIET Total debt 161,583 318
R EeMIREEEY Less: cash and cash equivalents (74,931) (182,132)
FER CFES) Net debt/(net cash) 86,652 (181,814)
R B Total equity 74,459 298,756
BEERLE Debt-to-equity ratio 116% TE A N/A

R W?z%ﬁﬂézat HEAFI6H G BERRLER
TEAE116% RZT—NF—A—BRAEHEE
EXEERER @ﬁﬁ‘%&%@ﬁ%i’ﬂﬁﬁﬁ%m"ﬁ%
B2HMES -

EREBELER T NEFLATEAREELES
SEWR D RIRITEFIE 0

SMEBIEMA A EBENERERS: ) ARFREED
AR E25% » LA #E B IR B AP A B M AL % (i)
BT B R A e B A R

ANEBEBABEERNAFRELERLIRIEQARE
BRENEABRMDESZHBRE ZREBETAEEBRE
BAEERN—HEFTAD%HNBRE-R_T—LE+=
A=+—H 2ARBFRERLI366% (ZZFT—NF:
55.52% ) °

i@ R B RITATNBEEER-BE_FT—N
FRZB-NF+ZA=+—HILFE FEELE
BRI EER M HRE-

The debt-to-equity ratio increased from Nil% to 116%
following the adoption of HKFRS 16. Both net debt
and gross assets increased following the recognition
of right-of-use assets and lease liabilities on 1 January
2019. See note 3 for further information.

The increase in the debt-to-equity ratio during 2019
resulted primarily from decrease of cash and cash
equivalents and increase of bank borrowings.

The externally imposed capital requirements for the
Group are: (i) in order to maintain its listing on the Stock
Exchange it has to have a public float of at least 25% of
the shares; and (ii) to meet financial covenants attached
to the interest-bearing borrowings.

The Group receives a report from the share registrars
monthly on substantial share interests showing the
non-public float and it demonstrates continuing
compliance with the 25% limit throughout the year. As
at 31 December 2019, 43.66% (2018: 55.52%) of the
shares were in public hands.

Breaches in meeting the financial covenants would
permit the bank to immediately call borrowings. There
have been no breaches in the financial covenants of
any interest-bearing borrowing for the years ended
31 December 2019 and 2018.
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29. AR RMBMRRKR K FEE B 29. STATEMENT OF FINANCIAL POSITION
AND RESERVE MOVEMENT OF THE
COMPANY
(@ AARFHMRRK (@) Statement of financial position of the
Company
—E-hEF —E—N\F
2019 2018
AR¥ T ARE T
RMB’000 RMB’000
kRBEE Non-current assets
A NIENGIPE Interests in subsidiaries 224,754 189,651
REEE Current assets
E b fE W SR IE Other receivables 151 =
FEW —REAE RN T FIA Amount due from a related company 250 213
RITRIN B Bank and cash balances 14,615 51,408
15,016 51,621
REBAE Current liabilities
Hth &5 R IE Other payables 5,349 4,708
REEEFRE Net current assets 9,667 46,913
EEFE NET ASSETS 234,421 236,564
EEXR#E Capital and reserves
AR 7N Share capital 8 8
% Reserves 234,413 236,556
B TOTAL EQUITY 234,421 236,564
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

29. ARAHBRRRREREES (B)

29. STATEMENT OF FINANCIAL POSITION
AND RESERVE MOVEMENT OF THE
COMPANY (Continued)

b) EQRREEES (b) Reserve movement of the Company
=3 st
Reserves Total
AERETFT ARET T
RMB’000 RMB’'000
RZZE—-N\FE—H—H At 1 January 2018 236,087 236,087
FREERALE Total comprehensive income
for the year 469 469
RZZE—N\F+=-A=+—H At 31 December 2018 and
—E—-Nh&—AF—H 1 January 2019 236,556 236,556
FAZEBABLTE Total comprehensive income
for the year (2,143) (2,143)
RZB-AF+_H=+—H At 31 December 2019 234,413 234,413
30. f#fE 30. RESERVES
(@) ZA£H (@ Group
AEBEzFECBRHEDHBTRARGEER The amounts of the Group’s reserves and
REMEERARERGEERSERK- movements therein are presented in the
consolidated statement of profit or loss and
other comprehensive income and consolidated
statement of changes in equity.
b)) REZHERRAERE (b) Nature and purpose of reserves
(i) HBrFEE (i)  Special reserve

FRlERIER LB RFARTR _TTNF
BRI E BT TR T8%
BmAR EBRAAT BB R
RRFGTZEHRARFEREMESL X
EEEARRIBRMOPB M EMmMETZ
SEEATRRERSBRHEB -

—T—AFEFWR Annual Report 2019

The special reserve represents the reserve
arising from Shanghai Christine acquired
the remaining 8% interest in Shanghai Ji
Yuan De from non-controlling interest in
2008 and the paid in capital and reserve of
Shanghai Christine, Shanghai Shuanghong
and Nanjing Christine recognised as
special reserve upon completion of group
reorganisation in preparation for the listing
of the Company's shares on the Stock
Exchange.
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30. f#E (B)

(b)

Bz ERAR (8)

(i)

(iii)

—ZT—NFEM® Annual Report 2019

Htf# %

HipF BN BB R RERERARMAX
B 1) AR TR B A A K fR B R BRBY A X o
EfE-

EEBBRREE

REFENHEBEERERER RPH
Atz EBNBLFECEBEEFRER
BRATBRBHEB EHRBEHRELEE
BARZ50% 5 A RIERSEL T M#E—
HE B - ATRBREEBETARBHBESF
EZEBE(nE) WA BRRE AR ET
R E AR AN - R 1 AR BB A B
AT BB EE IR AR KRB AR
REBRBE NS ENAE T BB R R
BARZ25% °

30. RESERVES (Continued)

(b)

RRI##STEIBRIZRAMR AT Christine International Holdings Limited

Nature and purpose of reserves (Continued)

(i)

(iii)

Other reserve

Other reserve represents fair values of
outstanding share options and employee
share awards recognised as expense over
their vesting periods on a straight-line basis.

Statutory surplus reserve

Pursuant to the relevant laws and
regulations for business enterprises in the
PRC, a portion of the profits of the entities
which are registered in the PRC has been
transferred to the statutory reserve which
is restricted as to use. When the balance
of such reserve reaches 50% of the capital
of that entity, any further appropriation is
optional. The statutory surplus reserve can
be used to make up for prior year losses, if
any, and can be applied in conversion into
capital by means of a capitalisation issue.
However, when converting the statutory
surplus reserve of the PRC subsidiaries into
capital, the remaining balance of such
reserve must not be less than 25% of
the registered capital of the relevant PRC
subsidiaries.
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31. EZEWA 31. DEFERRED REVENUE
—E-NF —E-NF
2019 2018
AR¥ T ARETFT
RMB’000 RMB’000
EmBEE: Non-current liabilities:
I8 468 B Government grant 548 1,016

BEERATNEEASE—H2EWNBARR-Z—2
F Y BB A BT A A R %6,245,0007T LA (8 H
EREREMEX A MBLR-ZEFPPHAR
#1,342,000cERIFEB B EBRE_T—F+=A
=T —HIEFEZEBEPER 58 ARE4903,000
TEELE WERBEEEANFEAFHNTEIEBEHR
R ARKEAL68,000TERBE_TE—LF+=
A=+ —HLEFEFABR(ZE—NF: ARK
468,0007C ) °

The deferred revenue arises in respect of the government
grant of approximately RMB6,245,000 in April 2010
granted to a wholly-owned subsidiary of the Group in
order to compensate for the expenditures and losses
arising from the dismantlement and relocation of the
plant. Approximately RMB1,342,000 of the subsidy
was recognised in profit or loss during the year ended
31 December 2011 upon dismantlement and relocation.
The remaining RMB4,903,000 has been deferred and
would be recognised in profit or loss over the useful
lives of the relevant assets. Approximately RMB468,000
(2018: RMB468,000) has been released to profit or loss
during the year ended 31 December 2019.
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32. HE&EE

32. LEASE LIABILITIES

BREAEAR REEENNRAE
Present value of
Minimum minimum
lease payments lease payments
—E-AE ZE-)\F ZEB-RAE ZE-)N\F
2019 2018 2019 2018
AR¥FT ARETT ARBEFT AREFT
RMB’000 RMB'000 RMB'000 RMB000
—&£R Within one year 72,726 = 59,735 =
F_FEERF In the second to fifth years,
(BEERMTF) inclusive 75,725 = 65,408 =
hFE After five years 62 - 61 -
148,513 - 125,204 -
WAKBEER Less: Future finance charges (23,309) - TEANA @M NA
HEAERE Present value of lease obligations 125,204 = 125,204 =
1218 B EI BB E RO FUIE Less: Amount due for
(RrRBEaEETHR) settlement within
12 months (shown under
current liabilities) (59,735) -
12 A A EENMZKIE  Amount due for settlement
after 12 months 65,469 -

SEAERFRAAREEE
AEBRAEEITENEZERERETEM RS ER

—ZT—NFEM® Annual Report 2019

FeR UHABR _ZT-AF-A—BOH&EHK
UHERBEMBRBEEGAENFITROBALEEN
EZHEAENHERE - RFRABEEARALA YD
BRREHE - HENAEERNE - R _T—N\F
TZA=T-BNLRERLEES BEELHS
BAREMEZHENRM - ARERETEVHRSE
ERIF16SE 2 EOE— FFBHNMES

Minimum lease payments are denominated in RMB.

The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise
lease liabilities relating to leases which were previously
classified as operating leases under HKAS 17. These
liabilities have been aggregated with the brought
forward balances relating to leases previously classified
as finance leases. Comparative information as at
31 December 2018 has not been restated and relates
solely to leases previously classified as finance leases.
Further details on the impact of the transition to HKFRS
16 are set out in note 3.
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33. EERIE 33. DEFERRED TAX

AREBERAZELEHRBEBAENT - The following are the deferred tax liabilities recognised
by the Group.

IEBETE
Accelerated
tax depreciation

ARBFr
RMB’000
RZZE—-N\F—HA—AH At 1 January 2018 2,440
FFAFEER (HiE12) Credit to profit or loss for the year (Note 12) (2,440)
RZZE—-N\F+=-A=+—8" At 31 December 2018, 1 January 2019 and
—E-AEFE-A-BK at 31 December 2019
—F-NEF+ZA=1+—H -
RS BR - N E A A AR 8 R 2RO0R T ) R & At the end of the reporting period the Group has
AfFREEELOARK672,886,000T (—T— \F: unused tax losses of approximately RMB672,886,000
A K #617,453,0007T) © B R 2 & F R 2 A 7] 78 (2018: RMB617,453,000) available for offset against
B - MY ERRAEERBEE - BE-_S—NF future profits. No deferred tax asset has been recognised
TZA=T+—ALFE ABRVTEEBELEESR due to the unpredictability of future profit streams.
# AR #186,672,0007T * A R#181,384,0007T * A For the year ended 31 December 2019, included in
K %104,962,0007T + A £%99,776,0007T 2 A R # unrecognised tax losses are losses of approximately
94,254,000 DRI —_E_NF - —_E_=F = RMB186,672,000, RMB181,384,000, RMB 104,962,000,
T F - —ERZZ_ZEFER - HMHIE RMB99,776,000 and RMB94,254,000 that will expire in
&5 18 AT PR AR AL 4 o 2024, 2023, 2022, 2021 and 2020 respectively. Other

tax losses may be carried forward indefinitely.
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34. EHEE

34. CONTRACT LIABILITIES

—E-NEF —E-N\F
2019 2018
AR¥FT ARMFIT
RMB’000 RMB'000

RETERMERE LIRS Billings in advance of performance obligation
—REHFREMNFR — Coupon and pre-paid cards 345,287 381,534
—HEMEER — Sales of bakery products 3,248 4,221
348,535 385,755

BREREAFRENREBNANAE - BEEHE
ERAHENANEERATEFPBRXAEEEWIAE
MERNET FRARSBEHESRERINTEFR

BB RER -

EARERERERZN T EF MRS HRSH
55 R
(=]

Contract liabilities relating to coupon and pre-paid
cards are recognised when the Group typically receives
a full payment of deposit before the goods are
delivered to customers. Contract liabilities relating to
sales of bakery products are the obligations to transfer
goods to customers for which the Group has received
consideration. The respective revenue is expected to
be recognised within a few days when the goods are
delivered to customers.

EHBEZEY: Movements in contract liabilities:
—E-NF —E-N\F
2019 2018
AR FT AREFT
RMB’000 RMB’'000
R—A—B®EsH Balance at 1 January 385,755 425,785
AFEAERREMEREN Decrease in contract liabilities as
BERLDTANEYIALEE  aresult of recognising revenue during
the year was included in the contract
liabilities at the beginning of the period (152,191) (162,149)
WERESREN <2 Increase in contract liabilities as
BT RA R SHE E @ a result of receipt in advance of coupon
BYERNEFEEN and pre-paid cards and sales of products 114,971 122,119
R+-_A=+—Hr& Balance at 31 December 348,535 385,755

—ZT—NFEM® Annual Report 2019

TN BE—FERERARANBERELNEMNRES
A ANR174,817,0007C

The amount of billings in advance of performance

received that is expected to be recognised as income

after more than one year is RMB174,817,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

35. RITEN

35. BANK BORROWINGS

—E-h#F —E-N\F
2019 2018
AR¥FT AREFT
RMB’000 RMB'000
RITIE R — BT Bank borrowing — secured
——FR — Within one year 35,950 =

AEBEBRZEAEBAARBE

RTZA=+—RZFHMENT

The carrying amounts of the Group’s borrowings are
denominated in RMB.

The average interest rates at 31 December were as

follows:
—E—-hEF —ZT—N\F
2019 2018
RITIER— B EA Bank borrowing — secured 5.34% TEA N/A

RITHR O AR EESS5,950,0007T (ZF— )\ F: )%
SRR SALSEARESREFNREAR

$RITE 4 A R #35,950,0007T ( Z B — )\F : &) A
NEBYE B FE KR EH IR R (KiE19) o

Bank borrowing of approximately RMB35,950,000
(2018: Nil) is arranged at floating rates and exposed the
Group to cash flow interest rate risk.

Bank borrowing of approximately RMB35,950,000
(2018: Nil) is secured by a charge over the Group's
property, plant and equipment (Note 19).
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

36. E5 REMENFIE 36. TRADE AND OTHER PAYABLES

—E-h#F ZT-N\F

2019 2018

AR#FT AT

RMB’000 RMB'000

B I RNRIE Trade payables 57,535 45,799

BT ER Accruals 11,619 12,095

R TERER Payroll and welfare payables 15,489 14,737

HEMREEE Other tax payables 5,868 13,836
HBEME BEREHZ Payables for acquisition of property,

FEH IR plant and equipment 15,486 5,342
o E S R IE Other payables 14,331 13,416
B 5 REMENRIBETE Total trade and other payables 120,328 105,225
HER—METAEEE0REEH - REZHE The Group normally is allowed a credit term of 30 to 60
2 EFHENFIBEZREDTOT days by its suppliers. The aging analysis of trade payables

based on the date of invoice date, is as follows:

—E-hEF —E-N\F
2019 2018
AR FT ARETFT
RMB’000 RMB’'000
0245k 0 to 45 days 46,797 37,881
46E60K 46 to 60 days 6,460 2,380
61290K 61 to 90 days 1,829 58
91E 180k 91 to 180 days 456 635
HBiR180K Over 180 days 1,993 4,845
57,535 45,799

AEEZESRNFIENRAEAAREHE. The carrying amounts of the Group's trade payables are

denominated in RMB.
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

37. UBRBAER AR 37. SHARE-BASED PAYMENTS

DN E-debed 3 ]

AREBITERERE ([RE8]) 5 ERE K ER
HAKBZERNELERNAERZEE-SER
SLREBRARFARARBAMBRARNEZE R FRBE
B 1THRAR SABE EF XBER KB X2
RO BER -ZT 8RN T ——F+=-A=+tH4&
B UERRAERLEEBREADEFTDIFZRE
B RZBER BFERAZBRERSS BN G
BMEFdE - F= FOMFABFRIEE25% X
AR A REF AR —FRITRE-

REZEFAFAROZARTERREZ&ZSHE
RITEE R B AR SF N A D R PEA R R B 1T
10% °

ARAARNRAS% A EBREZ TERREHERE B
ERBRRNBRRAS LA

REBRE 2 EHATRELH A MRS 0 A RERA

HARAANEHETZBERE AR O BIRE
MITEMENESETE YhXEBRERASL RS
ERBEREZL B ARI0F M B szt &35 A
(I ELE) &

BEREZTREEMIRERRAEERNERZ50% (B
0.88TT)EE °

B T THRA ARDBR BN BRAEIRE
TR

Equity-settled share option scheme

The Company operates a share option scheme (the
“Scheme") for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group's operations. Eligible participants
include the full-time and part-time employees,
executives, officers, directors, business consultants,
agents, legal and financial advisers of the Company
and the Company’s subsidiaries. The Scheme became
effective on 27 December 2011 and, are subject to a
vesting period of five years commencing from the date
of grant of such options during which 25% of the
options granted to a grantee will vest on each of the
second, third, fourth and fifth anniversary of the date
of grant and be exercisable within one year from such
anniversary.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is
an amount equivalent, upon their exercise, to 10% of
the shares of the Company in issue at any time.

Share options granted to a substantial shareholder with
more than 5% of shareholding of the Company, are
subject to shareholders" approval in advance in a general
meeting.

The offer of a grant of share options may be accepted
within 14 days from the date of the offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted
is determinable by the directors, and commences after
a certain vesting period and ends on a date which is
not later than 10 years from the date of the offer of the
share options or the expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable
by 50% of the share price of the initial public offering,
i.e. HK$0.8.

Share options do not confer rights on the holder to
dividends or to vote at shareholders’ meetings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

37. MR ABER AR (E)

DUEmAE 2 BRERTE ()

BRI ERMFRDOT

37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

Details of the specific categories of options are as

follows:
BREER RLAH BEH Cagid TEE BREHE
Exercise Number of
Option type Date of grant Vesting period Exercise period price  share options
BT
HKS
“T—-_%DE “E—-5-A+N\B ZE—+F-A+N\B ZE-NE-ATNAH
2012D 18 January 2012 18 January 2017 18 January 2018 0.80 4,250,800

HEBER RN B ERFRMRIMNARITE MEKR

RAERH - MEERAARE ARG RO -

FABREZZBHIENT

If the options remain unexercised after a period of 5
years from the date of grant, the options expire. Options
are forfeited if the employee leaves the Group.

Details of the movement of share options during the
year are as follows:

—ZE-hE —E-)N\F
2019 2018
piik: - pillk: B
BRERE TREE BREHE BB
Weighted Weighted
Number average Number average
of share exercise of share exercise
options price options price
T BT
HK$ HKS$
REFHKRITE Outstanding at the beginning
of the year - - 1,966,632 0.8
F AR U Forfeited during the year - - (1,966,632) 0.8
REREARITEE Outstanding at the end of
the year - - - -
RERATITEE Exercisable at the end of

the year
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

38.

RERTREBRME

38. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

() RETBELEMBBEZYR (@) Reconciliation of liabilities arising from
financing activities
TRANAEERBEETHAEABGEZEH B The table below details changes in the Group's
FEReMIREEY -METHELEZBEIE liabilities arising from financing activities, including
HREeREXARKRERENEAEEEZAR S both cash and non-cash changes. Liabilities arising
MEXRPHIEAMEZIDELEZHREREZA from financing activities are those for which cash
R flows were, or future cash flows will be, classified
in the Group's consolidated statement of cash
flows as cash flows from financing activities.
FRe88
Non-cash changes
BRER
BRHB
HERA R-B-NF RZB-hF
RZB-NE Z16%HE -f-Bz T8
-B-H (H&3) BEHEH BeRE FEXN HESEEN RHRAERE =t-H
Impact
on initial
application Restated
As at on balance as at Additions Release As at
1January  HKFRS16 1 January Cash Interest of lease of lease 31 December
2019 (Note 3) 2019 flows expenses liabilities liabilities 2019
ANEEFTE AREFT ANREFT ANREFT ARETT AREFTT AREFT ARETZ
RMB 000 RMB 000 RMB000 RMB 000 RMB 000 RMB000 RMB 000 RMB 000
ST (F3E35)  Bank borrowings
(Note 35) S S = 35,459 491 - - 35,950
HEEE (MFH32)  Lease liabilties
(Note 32) S 130,805 130,805 (92.452) 20,301 70,901 (4,351) 125,204
- 130,805 130,805 (56,993) 20,792 70,901 (4,351) 161,154

—T—AFEFWR Annual Report 2019
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

38. MEBEREXRME (B) 38. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS
(Continued)
b)) FARBEECRESRHLAZE (b) Total cash outflow for leases

HERBERTHAREEZEEBREUTEE: Amounts included in the cash flow statements for

leases comprise the following:

—E-h#F —ZT-N\F
2019 2018
ARBFT AREFIT
RMB’000 RMB’'000
RIEEHEEREN Within operating cash flows 48,635 131,322
REEReREN Within financing cash flows 72,151 =
120,786 131,322

ZESWMENTIHEAEEA: These amounts relate to the following:
—E-hEF —E-N\F
2019 2018
AR¥FT AREFT
RMB’000 RMB’000
2NE® Lease rental paid 28,334 131,322
HENRAESE D Principal elements of lease payments 72,151 =
HE R A E Interest of lease payments 20,301 =
120,786 131,322

39. AREE

—NFTZA=t—B FEETEFEFNEKR
SRAB(ZT—N\F:E) -

39. CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any
significant contingent liabilities (2018: Nil).
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HE-ZZT—NF+-A=+—HALFE For the year ended 31 December 2019

40.

41.

BXERE
RIS ERE AR MR TN EREEMT

. CAPITAL COMMITMENTS

Capital commitments authorised for at the end of the
reporting period but not yet contracted are as follows:

—E-hEF ZT-N\F

2019 2018

AR FT AR TFT

RMB’000 RMB’000

M- BERHE Property, plant and equipment 11,552 15,210

ReHERH

FEBERERA

RoB—N\ET-A=+—8 BETARMEERE
R 2 AR ER E N SR T -

. OPERATING LEASE ARRANGEMENTS

The Group as lessee

At 31 December 2018, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

—T—N\F
2018

AR Fr
RMB’000

—FR
F_FEFLF (BHEEREMF)
RFR

Within one year
In the second to fifth years inclusive
After five years

60,459
123,665
1,332

185,456

REHENFEAREREETHAENERTEM
JE MRS N QR O FHEMRIE0
FHEERAZESEE EABRESAEE -

AEBEERAMATMERTEMETLEHELN -
RZB-NAF+A=+—R ZHPEHAES EMT
W ENEMEEASWEHEENS

 ECE-NFE+ A=+ —BIFEE KEEAR
FEEEMNEITCESHHAY - R _T—AE+ A
Z+t—HB REBZHEE&RELHAARE12,941,000
7T|:o

Operating lease payments represent rentals payable by
the Group for certain of its offices premises and retail
outlets. Leases are negotiated for an average term of
1 to 10 years and rentals are fixed over the lease terms
and do not include contingent rentals.

The Group regularly entered into short-term leases for
office premises and retail outlets. As at 31 December
2019, the portfolio of short-term leases is similar to the
portfolio of short-term leases to which the short-term
lease expense disclosed in note 21.

During the year ended 31 December 2019, the Group
entered into short-term leases for retail outlets in the
PRC. As at 31 December 2019, the outstanding lease
commitments relating to approximately RMB12,941,000.
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42,

2. BEALRS
() BEAPBRRAMILFTARBEZZEMEA
TRPREBI

—ZT—NFEM® Annual Report 2019

FAAEBEBRABEALGETUATR

RELATED PARTY TRANSACTIONS

(a)

In addition to those related party transactions and
balances disclosed elsewhere in the consolidated
financial statements.

(i) The Group had the following transactions

- with its related parties during the year:
—E-AF —T—)\F
2019 2018
B 5E AR¥FTT ARBEFr
Note RMB’000 RMB'000
M E QAR Goods and raw materials
B REME purchased from related
companies
—EBEEEFER AR - Shanghai Meixin Trade
(T=8]) Co., Ltd. ("Meixin") (@ 580 785
—RIMERERR - Wujiang Shangpu Packaging
BRARA Products Co., Ltd.
([RTEm]) (“Wujiang Shangpu”) (b) - 2,031
— FERERRNm - Shanghai HongDa
BRATE Decorations and Packaging
([EEmE]) Company (“Shanghai
HonDa") (© - 2,105
S F—MEEEQRA  Processing fee paid to
MmI%E a related company
— B —mERM — Shanghai Yi Pin Xuan
BRARA] Foodstuff Co., Ltd.
(I—@#]) (“Yi Pin Xuan”) (d) 7,305 10,408
m—fAEATEITR  Coupons issued and sold to
HERS a related company
— A mARIF A% — Jurong Nanda Innovation
TEEAR A A and Entrepreneurship Park
(Ta8mAl) Co., Ltd. (“Jurong Nanda") (e) 162 =
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HE-ZT—hF+-A=+—HLIEE For the year ended 31 December 2019
42 BEALRS (&) 42. RELATED PARTY TRANSACTIONS
(Continued)
(@ (&) (@)  (Continued)
iy AEERFRNEHEBEATBUTNE (i)  The Group had the following balances with
its related parties during the year:
—Z—-hF —ZE-N\F
2019 2018
ihE=2 ARETFTT AREFIT
Note RMB’000 RMB’000
FE U A& R R FRIA - Amounts due from
related companies: 890 22,720
——m#f - Yi Pin Xuan (d) 22,920 22,029
CIEN PN — Jurong Nanda (e) 640 478
— Christine Princess Co., — Christine Princess Co.,
(PTC) Ltd. (PTC) Ltd. f) 250 213
B EIB R Allowance for impairment losses 9 (22,920) =
FETRAE R RIAY Trade payables due to
B SR FRIA - related companies: 429 318
—XB — Meixin () 382 241
— T A - Wujiang Shangpu (b) 47 77
B &E - Notes:
(a) ERMBBLEHEE ARSI (@ A director, Mr. Hung Dun Ching, has control
over the related company.
b) EEERMALERERKREZEEARES (b) A director, Mr. Chou Chi Ming and his family
VEHIRE have control over the related company.
(© BEETRREERERGHZBELHES (© A director, Mr. Hsu Hung Sen and his family

EHEe DERER T N\FRAZHE
THBAAEENBERT -

FZRABELARRES AR 2EBERR
SR A R L&

BEAKELEHZBERRHEHIZIE -

ZRAERR R —FKERAR UMEETEAE
EEBREREFBARAMME-

A

i

—T—AFEFWR Annual Report 2019

have control over the related company.
Shanghai HonDa was creased to be a related

company of the Group since 2 June 2018.

(d) The related company was controlled by
Ms. Huang Lo Ching-Ying, who is a close

member of the family of Mr. Lo Tien-An,

spouse of a director, Ms. Chiang Jo Hsien.

(e) A director, Mr. Zhu Yong Ning, has control

over the related company.

) The related company was a trust company
holding equity interest in the Company
on trust for the benefit of management

employees.
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HE—T—

42,

43,

—ZT—NFEM® Annual Report 2019

NFE+=ZA=+—HIFE For the year ended 31 December 2019

BEALRS (8)

() EBEFEREMIZEBEXRNERFAZFHOT

42,

RELATED PARTY TRANSACTIONS
(Continued)

(b)  The remuneration of directors and other members
of key management during the year was as

follows:
—ZE-hF —E-)N\F
2019 2018
AR T T AR FT
RMB’000 RMB’000
e EATE A Short-term benefits 2,218 4,483
ARESS 45 E K APRD A ERE 2 Equity-settled share-based payments
1TJL/T¢\ = _
IRRREFFT BN Retirement benefits scheme
contributions 97 -
2,315 4,483

BERRER

MR B -_TEYRECOVID-19ZBEA LT EE M
BEEE CMRFENZREEPIEEEFEE-&
EETEEMEEMELE BNRUEFELZSE-
ZJKEI%EEEH“’@“‘tﬂﬁﬁ>‘£COVID-19FIaE’\]§§J§'EE;T
HU B EEmE— ST E -ENBRERE %

b RZELRAM SRR ERER A8 iM%ﬁi
ATHARENBAR L REEEBENTE-

COVID-198 % AT EEREMIIEFAREMS W E
BYHBE—_T—NF+_A=+—HLEFENERE
B s B TR -

43,

EVENTS AFTER THE REPORTING
PERIOD

Due to the outbreak of the COVID-19 in early 2020
as well as the governmental measures imposed in the
PRC, various retail outlets in the PRC have temporarily
suspended the operations. Even though certain
retail outlets have resumed their operations, they are
still not yet operating at their normal capacity. The
management of the Group will pay close attention
to the development of the COVID-19 outbreak and
perform further assessment of its financial impact. Given
the dynamic nature of these circumstances, the impact
on the Group's financial positions and operating results
could not be reasonably estimated as at the date these
consolidated financial statements are authorised for
issue.

The COVID-19 outbreak is a non-adjusting event
after the financial year end and does not result in any
adjustments to the consolidated financial statements for
the year ended 31 December 2019.

RRI##STEIBRIZRAMR AT Christine International Holdings Limited



mEMBRRNE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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44. LL BB F 44. COMPARATIVE FIGURES

AEER-ZZE-NEF-A—BERFEAKLEITBNE The Group has initially applied HKFRS 16 at 1 January

ERE B E SR W A F 165 - IR UL TR
HBE R T B3 AR R B R B0 — SR
DAY EES TR -

2019 using the modified retrospective approach. Under
this approach, comparative information is not restated.
Further details of the changes in accounting policies are

disclosed in note 3.
meEEEkEMEEBRARREKUARES BERARA
ZEVNFREHEZREE S EER ARG E D
HREERATEI T RNEG AV BRRERERE-

The presentation in the consolidated statement of
profit or loss and other comprehensive income and
consolidated statement of financial position have been
changed from the classification by nature to classification
by functions as the directors consider the new
presentation is more appropriate to the consolidation
financial statements.
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FINANCIAL SUMMARY

BE+-A=1+—-HLEE

Year ended 31 December

“ET-hF E-RF E—+tF ZE-N\F ZEBE-hF
2015 2016 2017 2018 2019
ANRETFrT AREFT AREFT ARETFT AR¥TT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ES Results
Wz Revenue 1,061,750 925,705 805,046 664,017 551,941
R A& 18 Loss before taxation (146,051) (118,799) (125,446) (234,418) (223,476)
FremiEe,/ (FX) Income tax credit/(expense) (2,300) (2,411) (3,208) 2,243 (821)
FABEREZAFRZEE  Loss and total comprehensive
expense for the year (148,351) (121,210) (128,654) (232,175) (224,297)
IATALER: Attributable to:
PN/NCTE 2SN Owners of the Company (148,351) (121,210) (128,654) (232,175) (224,297)
BE+-BA=t+—-HLEE
Year ended 31 December
—E—RF ZT—RF ZT—+F —Z-N\F —E-hEF
2015 2016 2017 2018 2019
ARETFTL ARETFT AREFT ARETT AR¥TT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
EEREE Assets and liabilities
BERE Total assets 1,435,797 1,310,145 1,077,477 797,422 711,980
BERE Total liabilities 655,351 650,573 546,546 498,666 637,521
780,446 659,572 530,931 298,756 74,459
RAREAR NEEER Equity attributable to owners
of the Company 780,446 659,572 530,931 298,756 74,459
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