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FINANCIAL HIGHLIGHTS
MEHE

2020 2019
Notes HK$'000 HK$'000
b &E FET FET
For the year ended 31 December HEt+ZHA=1+—H
IEFE
Revenue KA 859,095 779,305
Profit/(loss) for the year FEHK (B18) 5,457 (340,909)
Profit/(loss) attributable to owners wmAa AESER (5B518) 14,778 (291,072)
Earnings/(loss) per share sREF (B18)
Basic (in HK cents) EHAR GBI 0.24 (4.94)
Diluted (in HK cents) 58 (B1) 0.24 (4.94)
Average shareholders’ equity THREER 1,257,268 1,344,173
Average capital employed THEFAER 1,953,705 1,742,673
At 31 December r+ZHA=+—H
Total indebtedness MBS 1,317,165 1,300,011
Shareholders’ equity et 1,285,199 1,229,337
Capital employed FRER 1,981,497 1,925,912
Ratio tE=
Return on average capital employed S SE )= ENEIEES 3 0.28% (19.56%)
Return on average equity S SL i CIETES 4 0.76% (16.70%)
Total debt to total capital MEEHEEARLEEK 5 50.90% 51.39%
Notes: MI5E
1) Total indebtedness = total interest bearing borrowings 1) WRER =t EEBEEE
2) Capital employed = shareholders’ funds + non-controlling 2) BAER = REES + JEERES + IER
interests + non-current liabilities F}aE
3) Return on average capital employed = (loss)/profit for the 3) FHFAEARRRE = FE (B8 &5
year/average capital employed /g R E A
4) Return on average equity = net (loss)/profit attributable to 4) THEHORE = BB ARG BR) &
owners/average shareholders’ equity FIPEE TR RS
5) Total debt to total capital = debt/(shareholders’ funds + non- 5) MEBREEARLE - aF (RRES +

controlling interests + debt)
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

For the year ended 31 December 2020 ("Year”), the
Group’s revenue amounted to approximately HK$859.10
million (2019: HK$779.31 million), representing an increase
of 10.24% over last year. Gross profit of the Group was
approximately HK$143.67 million (2019: HK$112.93
million). The profit (net of tax) was approximately HK$5.46
million (2019: Loss (net of tax) was HK$340.91 million). The
turnaround from net loss to net profit was mainly attributable
to the effects of an increase in revenue and the reversal of
expected credit loss during the Year. Earnings per share for
the Year was HKO0.24 cents (2019: Loss per share was HK4.94
cents).

The Group will continue to control the costs and focus
on existing resources to further strengthen and grow the
Group's business both organically and through acquisitions
when appropriate opportunities arise. The Group considered
the business mix has been diversified during the past few
years. The Group will focus on the existing businesses and
will expand by self-development and investing in similar
business. Investments would be carefully selected among
all the choices we explored and would be operated with
experienced business partners.

SEGMENTAL INFORMATION

Wine and Liquor Business

The Group’s wine and liquor business was principally
engaged in the sale and distribution of wine and liquor in the
PRC.

During the Year, the wine and liquor business recorded a
revenue of approximately HK$0.65 million (2019: HK$4.88
million), down 86.78% when compared with the last year
and accounted for 0.08% (2019: 0.63%) of the total
revenue. The sales decreased because the Group focused less
on this business segment. The Group will keep to explore
new customers but expects the sales will contribute a small
portion to the Group’s revenue in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

Trading of Food Products Business

Trading of food products business recorded a revenue of
approximately HK$432.22 million (2019: HK$388.18 million),
accounted for 50.31% (2019: 49.81%) of the total revenue.
Gross profit of this business segment for the Year was
approximately HK$5.70 million (2019: HK$6.06 million).

Construction and Development Business

Following the successful bid for the land use rights of a land
parcel in Lianyungang, Jiangsu in PRC on 5 December 2017,
the Group already obtained the Land Planning Permit and
the Construction Planning Permit for the “Seafood Food
City” during the year 2018. The commercial housing pre-
sale permit of phase one of the Seafood Food City was also
obtained and sales of the properties in that project started
in the second half of 2019. However, the outbreak of novel
coronavirus affected the sales plan and construction plan. It
is expected that the whole construction of the Seafood Food
City on the Land Parcel will be delayed to second half of
2021.

Rental Business

The rental business was engaged in the leasing of logistic
facilities in Hong Kong and office facilities in the PRC. This
business recorded a revenue of approximately HK$256.88
million (2019: HK$238.55 million), accounted for 29.90%
(2019: 30.61%) of the total revenue. Gross profit of
this business segment for the Year was approximately
HK$94.87 million (2019: HK$67.15 million). After few years
of development, this segment becomes one of the core
businesses of the Group. The Group has rental business in
Beijing, Shanghai and Hong Kong and will keep on exploring
and investing in potential renting facilities.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

EEEmER
EEBRERREBUWALL32,220,000E T
(ZZ— A : 388,180,000 7T) » (H42 U A
50.31% (ZZ—HF 1 49.81%) c 2% NEE
ZERNERNLA5,700,0008 7T (CE—HE .
6,060,000 7T) ©

BERRFASER

BN _Z—tF+"RBAHMAGR B
RAPBEIHERB MR L ERAER
AEBER - N\FRENEHERH 2

EXRAMBAGF AR RER IREREGA
FBoBMEBRBWME—ANTNECEEBRETEE

AR BZBEEMNYMER ST —AETF
FHRWREE AT MR EFRE P&

THHESTE R T a8l o TR N aZ M IR E
BERERWCEBETIRREHRE T " —
FTHFTM

e
MEXBENERETAHEYRKZERR
q:'.ﬂ&?)ﬁﬁéﬁﬁiﬁ z¥i¢‘ﬁ~5 WA
256,880,00078 7T (ZZ— N4 © 238,550,000

BIt) o 1h4R H&U\29 90% (Z&— N F :
30.61%) ZEBDEZERNENNS
94,870,000 7C (ZZ— L% : 67,150,000
TT) o RBHMEFEE WD EECRALREER
ZOERZ— AEBRIER LEREERE
EHEBEEXER UREERRIRENAES
Z FAE A



MANAGEMENT DISCUSSION AND ANALYSIS

Financial Leasing Business

The financial leasing business recorded a revenue of
HK$13.84 million (2019: HK$9.56 million), accounted for
1.61% (2019: 1.23%) of the total revenue. Gross profit
of this business segment for the Year was approximately
HK$12.16 million (2019: HK$15.57 million).

Mineral Products Business

The mineral products business includes the flotation selection
of non-ferrous metals mines and sales of mineral products.
This business segment recorded a revenue of approximately
HK$155.51 million (2019: HK$138.14 million) and accounted
for 18.10% (2019: 17.72%) of the total revenue. The Group
expects the market of this business will remain fine and the
revenue contributed by this segment will represent a larger
portion of the Group’s revenue. Gross profit of this business
segment for the Year was approximately HK$30.94 million
(2019: HK$30.16 million).

BUSINESS PROSPECTS

The Group will continue to expand its existing businesses by
developing its core business segments. The Group will also
look for and invest other potential businesses and related
profitable businesses.

Memorandum of Understanding

On 20 March 2020, the Company entered into a non-
legally binding memorandum of understanding (the
“Memorandum”) with Ningxia Yinhe Huixin Technology
Investment Co., Ltd.* (ZERMEGHZKERRRE)
("Ningxia YH") and Zhou Zhijie* (BER) ("Mr. Zhou",
together with Ningxia YH, collectively, the "Existing
Shareholders”, together with the Company, collectively, the
“Parties”) pursuant to which the Company intends to acquire
("Possible Acquisition”) 20% equity interest in Ningxia
Chenggong Red Chateau Daymore Management Service Co.,
Ltd.* (EEMINAIE S FHHEIERFBERAE) (the "Target
Company”). Details of the Memorandum were disclosed in
the announcement of the Company dated 20 March 2020.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

According to the Memorandum, the Company shall
cooperate with the Existing Shareholders on the operation
of the Target Company, where the Company shall provide
support to the existing wine business, including sales
channel warehousing, and integrate the Parties’ resources
with a view to maximise the relevant benefits (the “Possible
Cooperation”). The Existing Shareholders shall provide profit
guarantee in respect of the Target Company, which shall be
not less than RMB30 million per year.

According to the Memorandum, the Parties will proceed
with further negotiation for the entering into the formal
agreement in respect of the Possible Acquisition within
six months from the date of the Memorandum, or such
other date as may be agreed by the Parties. The Parties will
negotiate to enter into a definitive cooperation agreement
upon the commencement of the Possible Cooperation. The
Memorandum expired on 19 September 2020 and after that
date and up to the date of this annual report, the Parties
have not reached any formal agreement in respect of the
Possible Acquisition.

Business Co-operations

(i) On 23 January 2020, the Company, through
its wholly-owned subsidiary, namely Shenzhen
Nongjiayuan Vegetable Basket E-Commerce Co.,
Ltd.* CRIITRREXEFEFHBBERAD)
(“Shenzhen Nongjiayuan E-Commerce”) entered
into a cooperation agreement (the “Cooperation
Agreement”) with Jiangsu Wortact Group Co., Ltd.*
CIBAHEBBRMABIRAE), a company listed on
the National Equities Exchange And Quotations Co.,
Ltd. (NEEQ:832139) (“Jiangsu Wortact”, together with
the Company, the “Parties”) in respect of a business
cooperation (the “Sales Cooperation”) involving,
among other things, the sales of blueberries and other
related products under the dual-brand name of both
of the Parties.

*  For identification purposes only
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(ii)

*

MANAGEMENT DISCUSSION AND ANALYSIS

According to the Cooperation Agreement, Jiangsu
Wortact shall be responsible for, among other
things, the production and delivery of a number of
products in accordance with the specifications from
Shenzhen Nongjiayuan E-Commerce, and Shenzhen
Nongjiayuan E-Commerce shall be responsible for the
sales planning and implementation of sales strategy
in respect of the sales of blueberries and other related
products.

The Sales Cooperation is focused at developing brand
integration in order to jointly enhance the Parties’
reputation and sales ecology. Moreover, the Sales
Cooperation sets common goals for the Parties to
promotion of brand
image and sales, details of which were disclosed in
the announcement of the Company dated 23 January
2020.

achieve at an industry level,

The sales activities under the Sales Cooperation
commenced on 1 February 2020. However, due to the
outbreak of coronavirus, the sales had been negatively
impacted during the Year. The Group expects that
the performance of this Sales Cooperation will show
encouraging improvement when the coronavirus
outbreak has become stabilized.

On 7 September 2020,, the Company entered into
a strategic cooperation framework agreement (the
“Framework Agreement”) with REB K ERESR
‘A7) (Chengdu Mi Geng Xiang Agricultural Industry
Co., Ltd.*) ("Chengdu Mi Geng Xiang”, together with
the Company, the “Parties”) in respect of, among
other things, the proposed cooperation with Chengdu
Mi Geng Xiang in the trading of food products (the
"Proposed Cooperation”).

According to the Framework Agreement, the Parties
may negotiate to enter into supplemental agreements
in respect of the Proposed Cooperation (including the
establishment of joint venture) under the Framework
Agreement, details of which were disclosed in the
announcement of the Company dated 7 September
2020. However, the Parties have not yet reached any
definitive agreement up to the date of this annual
report.

For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

(i)  On 24 February 2021, the Company entered into a
strategic cooperation agreement (the “Cooperation
Agreement”) with Yueyang Guansheng Industry
Development Co., Ltd.* (EHRERERKXEERERER
‘A7) ("Yueyang Guansheng”, together with the
Company, the “Parties”) in respect of the proposed
global procurement of feed ingredients (the “Strategic
Cooperation”).

According to the Cooperation Agreement, the Parties
agree to cooperate closely in respect of the global
procurement of (i) non-genetically modified soybeans
and (i) both genetically modified and non-genetically
modified yellow corn. The term of the Cooperation
Agreement commenced on 1 March 2021 and will
end on 31 December 2022. The implementation of
the Strategic Cooperation between the Parties is
subject to the execution of formal sales and purchase
contract(s). Details of the Cooperation Agreement
were disclosed in the announcement of the Company
dated 24 February 2021.

FINANCIAL REVIEW

Revenue

The Group achieved a revenue of approximately HK$859.10
million (2019: HK$779.31 million), representing an increase
of 10.24% over last year. Gross profit of the Group was
approximately HK$143.67 million (2019: HK$112.93 million).
The profit (net of tax) was HK$5.46 million (2019: Loss (net
of tax) was HK$340.91 million).

Selling and Distribution Expenses

Selling and distribution expenses were approximately
HK$19.86 million (2019: HK$18.41 million), representing an
increase of 7.88% from last year and 2.31% (2019: 2.36%)
of the Group's revenue. The increase was due to the general
growth in the sales volume of the Group’s food and mineral
products.

Administrative Expenses

Administrative expenses were approximately HK$85.05
million (2019: HK$100.25 million), representing a decrease
of 15.16% from last year. The decrease was mainly due to
the Group’s continuous control the costs through simplifying
and combining the structure of the subsidiaries of similar
business.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance Costs

Finance costs were approximately HK$103.05 million (2019:
HK$111.09 million), representing a decrease of 7.24% from
last year and 11.99% of the Group's revenue.

Prepayments, Deposits and Other Receivables

Included in prepayments, deposits and other receivables,
there were trade deposits of HK$239.36 million (2019:
HK$196.26 million) paid for food products and mineral
products. The amounts of approximately HK$24.22 million
(2019: HK$50.55 million) were the progress payments for
the investment targets. HK$37.08 million (2019: HK$34.37
million) was paid as rental deposit for the rental business.

Capital Structure, Liquidity and Financial Resources

As at 31 December 2020, the total number of issued shares
of the Company was 6,225,125,683 shares. There was no
change in the number of issued shares of the Company
during the year ended 31 December 2020. Pursuant to
the ordinary resolution passed at the extraordinary general
meeting of the Company held on 22 January 2021, the
authorised share capital of the Company was increased
from HK$800,000,000 divided into 8,000,000,000 shares
of HK$0.10 each to HK$1,600,000,000 divided into
16,000,000,000 shares of HK$0.10 each by the creation of
an additional 8,000,000,000 shares.

As at 31 December 2020, the Group had net assets to
owners of the parent of approximately HK$1,285.20 million
(2019: HK$1,229.34 million). Net current assets of the
Group as at 31 December 2020 amounted to approximately
HK$370.48 million (2019: HK$320.20 million). The current
ratio (calculated as current assets to current liabilities) for the
Year was 1.37 (2019: 1.29).

The Group’s unpledged cash and cash equivalents as at
31 December 2020 amounted to approximately HK$26.12
million (2019: HK$80 million), which were denominated in
Hong Kong dollars and Renminbi, and the Group’s pledged
deposits as at 31 December 2020 amounted to approximately
HK$18.86 million (2019: HK$47.78 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

As at 31 December 2020, the Group’s total bank and other
borrowings amounted to approximately HK$393.02 million
(2019: HK$541.96 million). All of the Group's bank and other
borrowings were denominated in Renminbi and Hong Kong
dollars. Included in bank and other borrowings was default
payment for other borrowing of approximately HK$191.30
million including the additional interest and penalty.
The Company keeps negotiating with creditors of other
borrowings for extension of repayment period.

The bank loans, other borrowings and amounts due to
related parties are charged at fixed interest rates. The gearing
ratio of the Group as at 31 December 2020 (calculated as
net debt divided by equity attributable to owners of the
parent plus net debt) was 33.58% (31 December 2019:
38.41%). The ratio was at reasonably adequate level as at
31 December 2020. Having considered the Group’s various
measures, arrangements and current unpledged cash and
cash equivalents, bank and other borrowings, banking
facilities, possible fund raising and the business operation
income, the management believes that the Group’s financial
resources are sufficient for its day-to-day operations and
repayment of debts. The Group did not use financial
instruments for financial hedging purposes during the Year.

The Group's business transactions, assets and liabilities are
principally denominated in Renminbi and Hong Kong dollars.
Fluctuations in Renminbi may impact the Group’s results
and net assets value as the Group’s consolidated financial
statements are presented in Hong Kong dollars. The Group’s
treasury policy is to manage its foreign currency exposure
only when its potential financial impact is material to the
Group. The Group will continue to monitor its foreign
exchange position and, if necessary, utilize hedging tools, if
available, to manage its foreign currency exposure.

Charge on Assets and Contingent Liabilities

As at 31 December 2020, the deposit of HK$18.86 million
was pledged to banks to secure the Group's bills payable
(2019: HK$47.78 million).

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

The shares of two subsidiaries of the Company with net
assets of HK$23.76 million as at 31 December 2020 were
pledged for a secured bond since August 2017. As the
secured bond was maturated, the bondholder has the
right to take over the control of the two subsidiaries. The
Company is in negotiation with the bondholder for extension
of repayment of the bond and as at the date of this annual
report, the two subsidiaries are still under the control of the
Company.

Investment properties with fair value of approximately
HK$308.43 million was pledged to the bank for the Group's
borrowings.

PLACING OF CONVERTIBLE BONDS UNDER GENERAL

MANDATE

(i) On 20 July 2020, the Company entered into the
placing agreement with the placing agent for the
purpose of procuring, as agent of the Company, on a
best effort basis, not less than six placees to subscribe
in cash for the convertible bonds in a maximum
aggregate principal amount of up to HK$123 million.
However, as certain condition precedent to the placing
agreement was not fulfilled, the placing agreement
lapsed on 17 August 2020. Details of the placing
agreement were disclosed in the announcements of
the Company dated 20 July 2020, 10 August 2020
and 17 August 2020.

(i) On 9 October 2020, the Company entered into the
placing agreement with the placing agent for the
purpose of procuring, as agent of the Company, on a
best effort basis, not less than six placees to subscribe
in cash for the convertible bonds in a maximum
aggregate principal amount of up to HK$123 million
("Placing”).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

The completion of the Placing took place on 1
November 2020 and the convertible bonds of
aggregate principals of HK$111,100,000 were
successfully issued by the Company to not less than
six placees, being professional, institutional and other
investors who are independent of and not connected
with the Company or its connected persons procured
by the placing agent in accordance with the terms
and conditions of the placing agreement. Based on
the initial conversion price of HK$0.10 per conversion
share, a maximum number of 1,111,000,000 shares
may fall to be allotted and issued upon the exercise
of the conversion rights attaching to the convertible
bonds in full.

The gross and net proceeds from the Placing
amounted to approximately HK$111.10 million and
HK$109.10 million respectively. The net price for the
Placing is approximately HK$0.09820 per conversion
share. The initial conversion price of HK$0.10 per
share represented a premium of approximately
42.9% over the closing price of HK$0.07 per share
as quoted on the Stock Exchange on the date of the
placing agreement. The Company fully utilized the net
proceeds from the Placing for redemption of the 2019
Convertible Bonds as intended.

Details of the above Placing were set out in the
announcements of the Company dated 9 October
2020, 14 October 2020 and 2 November 2020.

There was no exercise of the above convertible bonds
during the Year.

China Beidahuang Industry Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

DISPOSAL OF SUBSIDIARY

On 27 November 2020, the Group entered into a sale and
purchase agreement to dispose of its equity interest in A1
LI kPR EEFAE2E B FR/A B (Zhongshan Shuixiang Luyou
Kaifa Company Limited*) to an independent third party
for cash consideration of RMB16,800,000 (equivalent to
approximately HK$20,000,000). The disposal was completed
on 22 December 2020. Upon completion of the disposal, the
Group ceased to have any equity interest in H7LLI 75 7K 48 ik
A B R /AE). The Group recognised a loss of disposal of
approximately HK$356,000 as a result of the disposal.

ANALYSIS OF MAJOR CUSTOMERS AND SUPPLIERS
During the Year, the sales to the top 5 customers amounted
to HK$343,450,000, representing an increase of 42.08%
from HK$241,722,000 for the year ended 31 December
2019.

Our top 5 customers in the Year represented approximately
41.34% of our total revenue as compared to approximately
31.02% in 2019. Our largest customer accounted for
approximately 24.47% of our total revenue in the Year
as compared to approximately 20.04% in 2019. The
increase was mainly due to the increase in trading of food
products. The other 4 customers represented 16.87% are
the suppliers of staple food and mineral products. Our top
5 customers are companies engaged in the trading of food
and mineral products in the PRC. Our management visited
these customers frequently and understand the demand of
these customers. Therefore, the Group developed a stable
relationship with these major customers. The Group has
1 to 5 years business relationship with these customers
and our management has confident to keep the long-term
relationship. They are required to prepay for the goods and
services at the agreed commercial terms. Therefore, there was
no related doubtful debts.

During the Year, the purchases from the top 5 major suppliers
amounted to HK$418,297,000, representing an increase of
about 1.83% from HK$410,766,000 for the year ended 31
December 2019.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

Our top 5 suppliers in the Year represented approximately
58.47% of our total purchases as compared to approximately
61.64% in 2019. Our largest supplier accounted for
approximately 31.01% of our total purchases in the Year as
compared to approximately 28.01% in 2019. The Group had
always been searching for suppliers with competitive terms.
All the top 5 suppliers are suppliers of food products in the
PRC and the Group is required to prepay for the goods.

KEY RISKS AND UNCERTAINTIES

Reliance on a Small Number of Key Suppliers

The Group’s five largest suppliers, which accounted for
58.47% of the Group's total purchases, are all related to the
purchases of staple food. There is no assurance that these
major suppliers shall continue to provide the products to us
at price acceptable to our Group. In the event that our Group
were unable to retain these suppliers, or procure replacement
suppliers, our business, results of operations, profitability and
liquidity might be adversely affected. However, the Group
has established strong business relationship with these major
suppliers. The Group has also been diversifying its business
into other industry including logistic warehouse business and
mining business. Therefore, it is expected that the risk of
concentration on key suppliers can be reduced in the future.

Investment Risk

Investment risk can be defined as the likelihood of extension
of its return period relative to the expected return period or
occurrence of losses on any particular investment attributable
to changes of external factors. The Group is well aware of
the importance of exploring various business opportunities
and territories on a continual basis, and has also implemented
such strategy as the top agenda of the Year. Key concern
of projects investment framework will be balancing risk and
return across different investments, and thus risk assessment
is a core aspect of the investment decision process. Proper
investment assessment and due diligence procedures have
been set up and detailed analysis will be made before
approving investments. Regular updates on the progress of
the investments of our Group would be submitted to the
Board.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

Foreign Exchange Risk

The Group mainly operates in the PRC with most of the
transactions originally denominated and settled in Renminbi,
of which foreign exchange risk is considered insignificant.
The Group is exposed to foreign exchange risk primarily with
respect to certain of its bank deposits which are denominated
in Hong Kong dollars and United States dollars. Renminbi
experienced certain fluctuation against Hong Kong dollars
and United States dollars during the year 2020 which is the
major reason for the exchange loss recognised by the Group.

During the year ended 31 December 2020, the Group did
not carry out any hedging activity against foreign currency
risk. Any substantial exchange rate fluctuation of foreign
currencies against Renminbi may have a financial impact on
the Group.

LITIGATIONS

(i) On 18 August 2015, the Company received a
writ of summons issued from the High Court of
Hong Kong (the “Writ”) relating to a claim by Mr.
Qu Shuncai (“Mr. Qu”), a former director of the
Company. Pursuant to the Writ, Mr. Qu claims
against the Company for the sum of HK$6,069,000
being damages for the Company’s wrongful refusal
of the issue of 2,500,000 shares of the Company
to him upon his exercise of the share options. The
proceedings are now at the interlocutory stage, and
pending for further directions from the Court.
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MANAGEMENT DISCUSSION AND ANALYSIS

ERE SRR

(ii)

(iii)

On 15 August 2019, the Company received a
winding up petition (“Petition”) filed by Mr. Qiu
Zhen ("Petitioner”) for an order that the Company
may be wound up by the High Court of the Hong
Kong pursuant to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32, Laws
of Hong Kong). The Petition was filed against the
Company for being unable to repay a debt of amount
HK$21,140,987. Details of the Petition were disclosed
in the announcements of the Company dated 15
August 2019 and 22 August 2019. Subsequently,
our legal representatives filed a Notice of Originating
Summons to the Court (under HCMP 1284 of
2019) returnable before a High Court Judge on 19
September 2019 for an order to direct the Petitioner
to withdraw the Petition or otherwise to be restrained
from taking further step to prosecute the Petition on
the ground that the Petition is an abuse of process of
the court. On 23 March 2020, leave was granted to
the Company to withdraw the Originating Motion.
As to the winding up proceedings itself, the parties
reached full and final settlement and the Court
had, by its Order dated on 8 March 2021, dismissed
the Petition, details of which were disclosed on the
announcement of the Company dated 8 March 2021.

On 21 August 2019, the Company received a writ of
summons issued on behalf of United Target Finance
Company Limited (“United Target”) under HCA
1520 of 2019. According to the Statement of Claim,
United Target being the plaintiff, claims against the
Company for the sum of HK$10,055,772.96. Our legal
representatives filed an Acknowledgment of Service on
27 August 2019 and stated our intention to contest
the proceedings. Subsequently, the parties reached
full and final settlement and the action was wholly
discontinued on 28 October 2020.

On 28 August 2019, our legal representatives filed a
Notice of Originating Summons to the Court (under
HCMP 1348 of 2019) to apply to the Court to dispute
a Statutory Demand dated 24 July 2019 issued on
behalf of Madam FANG XIANGZAI (F&&E) for
the sum of HK$20,094,520.55. The case has been
adjourned sine die.

China Beidahuang Industry Group Holdings Limited
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(vi)

MANAGEMENT DISCUSSION AND ANALYSIS

On 24 October 2019, the Company received a writ
of summons (under HCA 1948 of 2019) issued on
behalf of Gemini Funds Limited for an order to direct
the Company to deliver up the share certificate of
5,000,000 (Bonus) Shares issued in January 2016
and damages to be assessed. The said Gemini Funds
Limited has also taken out an application for summary
judgment against the Company returnable before a
Master of the High Court on 9 April 2020. Our legal
representative filed an Acknowledgment of Service
on 6 November 2019, and the Company has filed a
notice to the Court to oppose the application by the
said Plaintiff to enter judgment against the Company.
The hearing was heard before a Judge on 21 January
2021 and pursuant to the Judgement, the Company
delivered up the said share certificate to the Plaintiff
on 24 March 2021. At the same time, the Company
filed a Notice to Appeal on 18 February 2021.

Pursuant to the Petition under item (ii) above, the
Company successfully obtained a Validation Order
of the Court dated 17 January 2020, under which
any transfer of the issued and fully paid up shares
in the Company since 13 August 2019 shall not
be avoided by s5.182 of the Companies (Winding
Up and Miscellaneous Provisions) Ordinance (Cap.
32) in the event of a winding-up order being made
against the Company. The sealed copy order has
been obtained, details of which were disclosed in
the announcement of the Company dated 15 May
2020. Further, the Company also obtained another
Validation Order of the Court dated 6 January 2021,
under which payments of HK$569,558.00 made out
of the Company’s bank accounts for the purpose of
paying the legal expenses of the Company shall not be
avoided.

(vi)

EREFwRDR

R_E—-HNE+B-+TH > &AAT
BEEARRGemini Funds LimitediB$E—
T — N EHCA 1948% 8 2 FA <Mk
BEHGERERABR IS —REF—
A3 B #17895,000,0008% (41A%) B9
8 R K Fr s RV I E BB 1E o P Gemini
Funds Limited7R ¥ A A B @A PR R e
BRIEEFNBENHESS AR
FERRZENGZFIR RMANEE
REARZZE—NF+—BAHEXR
KERWE > BRARBEBERIRRE
"o MURE FMESREH 2 BITHEAR
NEVFIRZBF - BRANRZZEZ—F—
BZ+—BEXEAERFERETRIBE
P ARABR B —F=F-+M0H
MRS HAAMARE - RItFER > &AA
AR E_—F_B+N\HEXRLHF
BHRIE o

RIE EXHE(HETZ25F  AAT
ESHBA_S_EFE—A+tHW
AR R R I B AR EH
EReS B _ZE—hENB+=H
REEAANB BETRBERMRN R
BABRIBAR (BB MHEIEERSO &
) (5532F) F1821KEE L - AN AT B IE
BAULENBI A - BRAFBENRAREH
BHATE_EFRRA+AHZAMA
WEoILIN RABRTESHEEAZE
T —E—B/NBWERSBT L EIL
B ARAI R B A AR IRITIRE PR
569,558.00& 7t B UZ I KA B WA
BER-

FEEATEEEEZERERAR
2020 FR

19



20

MANAGEMENT DISCUSSION AND ANALYSIS
BEEE SRR

(vii)m On 15 June 2020, the Company received a writ
of summons issued on behalf of JJANG SHENGLI
(ZBEF]) ("JIANG") under HCA 947 of 2020.
According to the Statement of Claim, JIANG being
the plaintiff, claims against the Company for the sum
of HK$15,700,000 and the bond interest. Our legal
representatives filed an Acknowledgment of Service
on 22 June 2020 and stated our intention to contest
the proceedings. Subsequently, the parties reached
full and final settlement and signed a Settlement
Agreement on 25 March 2021. The action is expected
to be discontinued by mid of April 2021.

(viii)  On 7 July 2020, the Company received a writ
of summons issued on behalf of FANG XIANGZAI
(F&EE)("FANG"”) under HCA 1128 of 2020.
According to the Statement of Claim, FANG being the
plaintiff, claims against the Company for the sum of
HK$30,575,000 and the agreement interest. Our legal
representatives filed an Acknowledgment of Service
on 22 July 2020 and stated our intention to contest
the proceedings. The parties are under negotiation for
settlement.

(ix)  The Company is aware that two civil litigations
in relation to its cooperation contracts filed with
the People’s Court of Qianhai Cooperation Zone,
Guangdong Province against the Company have been
closed, and the Company and the plaintiff entered
into a settlement agreement on 28 June 2020 and
a bank account of one of its subsidiaries which was
frozen has been unfrozen.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2020, the Group had approximately 140
(2019: 157) employees in Hong Kong and the PRC with total
staff costs amounting to approximately HK$9.7 million (2019:
HK$14.2 million). Remuneration of employees is offered at
competitive standards, generally structured with reference
to market terms and individual qualifications. The Company
has adopted the share option scheme aiming to provide
incentives to participants for their contributions to the
Group, and to enable the Group to recruit and retain quality
employees to serve the Group on a long-term basis.

China Beidahuang Industry Group Holdings Limited
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CORPORATE GOVERNANCE PRACTICES

The Company has always recognised the importance of
shareholders’ transparency and accountability. It is the belief
of the board of directors (the “Board”) of the Company
that shareholders can maximise their benefits from good
corporate governance.

The Company has complied with all code provisions of the
Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities
(the "Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) during the year ended 31
December 2020 and up to the date of this annual report,
except where otherwise stated in this report.

THE BOARD

The Board is responsible for the leadership and control of
the Company and oversees the Group’s businesses, strategic
decisions and performances. Daily operations and execution
are delegated to the management. The Board is also
responsible for performing the corporate governance duties
as set out below:

(@) to develop and review the Company’s policies and
practices on corporate governance;

(b) to review and monitor the training and continuous
professional development of directors and senior
management;

(@) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct
and compliance manual (if any) applicable to directors
and employees; and

(e) to review the Company’'s compliance with the CG
Code and disclosure in the Corporate Governance
Report.
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The executive directors are responsible for running the Group
and executing the strategies adopted by the Board. The non-
executive directors (including independent non-executive
directors) provide the Group with a wide range of expertise
and experience. Their participation in Board meetings bring
independent judgment on issues relating to the Group's
strategy, performance, conflicts of interests and management
process, to ensure that the interests of all shareholders are
taken into account. The independent non-executive directors
ensure that the Board accounts for the interests of all
shareholders and that all issues are considered in an objective
manner.

The Board believes that the balance between executive
and non-executive directors is reasonable and adequate to
provide checks and balances that safeguard the interests of
shareholders and the Group. The Company considers that
the Board has the necessary skills and experience appropriate
for discharging their duties as directors in the best interests
of the Company and that the current Board size, save for
the required number of independent non-executive directors
under Rule 3.10(1) of the Listing Rules, is adequate for its
present operations.

At 31 December 2020, the Board comprised four executive
directors, namely Mr. Li Jiehong (Chairman), Mr. Ke
Xionghan, Mr. Zeng lJixiang and Mr. Yu Zicong; one non-
executive director, namely Ms. Ho Wing Yan; and three
independent non-executive directors, namely Mr. Chong
Cha Hwa, Mr. Yang Yunguang and Mr. Liu Tao. Biographical
details of the current directors are set out on pages 44 to 46
of this annual report.

During the year ended 31 December 2020, the Board at all
time met the requirements of the Listing Rules relating to
(i) at least one of the independent non-executive directors
possessing appropriate professional qualifications or
accounting or related financial management expertise under
Rule 3.10(2) and (ii) the independent non-executive directors
representing at least one-third of the board of directors under
Rule 3.10A.
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During the period from 22 June 2020 to 3 September 2020,
the Company failed to meet the following requirements as a
result of the resignation of Mr. Ho Man Fai as an independent
non-executive director on 22 June 2020:

(a) at least three independent non-executive directors on
the board of directors under Rule 3.10(1) of the Listing
Rules;

(b)  the audit committee comprising a minimum of three
members under Rule 3.21 of the Listing Rules;

(0) the remuneration committee comprising a majority of
independent non-executive directors under Rule 3.25
of the Listing Rules; and

(d)  the nomination committee comprising a majority
of independent non-executive directors under code
provision A.5.1 of the CG Code.

On 4 September 2020, the Company appointed Mr. Zeng
Jixiang and Mr. Yu Zicong as executive directors and Mr.
Liu Tao as independent non-executive director. Following
these appointments, the Company fully complied with the
requirements under Rules 3.10(1), 3.21 and 3.25 of the
Listing Rules and code provision A.5.1 of the CG Code.

During the period from 22 January 2021 up to the date of
this annual report, the Company failed to meet the following
requirements as a result of the retirement of Mr. Liu Tao as an
independent non-executive director on 22 January 2021:

(a) at least three independent non-executive directors on
the board of directors under Rule 3.10(1) of the Listing
Rules;

(b)  the independent non-executive directors representing
at least one-third of the board of directors under Rule
3.10A of the Listing Rules;
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(@) the audit committee comprising a minimum of three
members under Rule 3.21 of the Listing Rules;

(d)  the remuneration committee comprising a majority of
independent non-executive directors under Rule 3.25
of the Listing Rules; and

(e) the nomination committee comprising a majority
of independent non-executive directors under code
provision A.5.1 of the CG Code.

The Company has been making its best efforts to identify
suitable person(s) for the above-mentioned outstanding
positions to ensure that the vacancies be filled in as soon
as possible and in any event within three months from 22
January 2021 for the purpose of compliance with the Listing
Rules mentioned above, including the code provision of the
CG Code.

The Company has received annual confirmation of
independence from each of the independent non-executive
directors and considers them to be independent in
accordance with the independence guidelines set out in Rule
3.13 of the Listing Rules.

The Board members have no financial, business, family or
other material/relevant relationships with each other.

The Company has put in place appropriate insurance cover in
respect of directors’ liability.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code requires that the roles
of chairman and chief executive should be separate and
should not be performed by the same individual.

The Company did not officially have a position of chief
executive officer since 24 June 2016. Mr. Li Jiehong, the
Chairman of the Board, provides leadership to the Board to
ensure that the Board works effectively and all the important
issues are discussed and dealt with in a timely manner. The
Board will continue to review the effectiveness of the Group’s
structure as business continues to grow and develop in order
to assess whether any changes, including the appointment of
a chief executive officer, are necessary.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures of appointment, re-election and removal
of directors are laid in the articles of association of the
Company. The procedures for shareholders to propose a
person for election as a director are available on the website
of the Company.

In accordance with article 116 of the Company’s articles of
association, one-third of the directors, including the non-
executive directors, shall retire from office by rotation at
each annual general meeting. The non-executive directors
and independent non-executive directors are appointed for a
period of three years.

Article 99 of the Company's articles of association provides
that directors appointed either to fill a casual vacancy or as
an addition to the Board shall hold office only until the next
following general meeting after their appointment, and shall
be subject to re-election by the shareholders.

BOARD COMMITTEES

The Board has set up three committees, namely the
Audit Committee, the Remuneration Committee and the
Nomination Committee to oversee different aspects of
the Company’s affairs. The terms of reference of these
committees are available on the websites of the Stock
Exchange and the Company.
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Audit Committee

The Company has established an Audit Committee since
2001. The Audit Committee is responsible for reviewing the
Group's financial statements, overseeing the Group's financial
reporting, risk management and internal control systems,
and making recommendations to the Board. Meetings of the
Audit Committee shall be held at least twice a year.

At 31 December 2020, the Audit Committee comprised three
independent non-executive directors, namely Mr. Chong Cha
Hwa, Mr. Yang Yunguang and Mr. Liu Tao. Mr. Chong Cha
Hwa is the chairman of the committee.

For the year ended 31 December 2020, there were three
meetings held by the Audit Committee to (i) review with
external auditors the external audit findings, the accounting
principles and practices adopted by the Group, and the
Listing Rules and statutory compliance; (ii) discuss auditing
and financial reporting matters, including review of the
unaudited annual results and the audited financial statements
for the year ended 31 December 2019, and the unaudited
financial statements for the six months ended 30 June
2020 with recommendations to the Board for approval; (iii)
review the independence of the auditors; (iv) review and
make recommendations to the Board on the auditors’ re-
appointment and remuneration; and (v) review the Group’s
risk management and internal control systems.

Remuneration Committee

The Remuneration Committee was established on 15
September 2005. The Remuneration Committee is
responsible for making recommendations to the Board on the
Company's policy and structure for the remuneration of all
directors and senior management and on the establishment
of a formal and transparent procedure for developing
remuneration policy. No individual director or any of his/
her associates is involved in decisions relating to his/her own
remuneration. The Remuneration Committee has adopted
the model under code provision B.1.2(c)(ii) of the CG Code
to make recommendations to the Board on the remuneration
packages of individual executive directors and senior
management. Meetings of the Remuneration Committee
shall be held at least once a year.
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At 31 December 2020, the Remuneration Committee
comprised one executive director, namely Mr. Li Jiehong;
and two independent non-executive directors, namely Mr.
Chong Cha Hwa and Mr. Liu Tao. Mr. Chong Cha Hwa is the
chairman of the committee.

For the year ended 31 December 2020, there were two
meetings held by the Remuneration Committee to (i)
review and make recommendations to the Board on the
remuneration of the directors and senior management; and
(ii) review and make recommendations to the Board on the
remuneration of the new directors.

Details of the remuneration paid to directors and members
of senior management by band for the year ended 31
December 2020 are disclosed in notes 9 and 10 to the
consolidated financial statements.

Nomination Committee

The Nomination Committee was established on 15
September 2005. The Nomination Committee is responsible
for reviewing the structure, size and composition of the
Board, assessing the independence of independent non-
executive directors, making recommendations to the Board
on nominations, appointment of directors and Board
succession with reference to the board diversity policy and
the nomination policy of the Company.

Board Diversity Policy

The Company recognises the benefits of having a diverse
Board to enhance the quality of its performance. With a view
to achieving a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development.
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Selection Criteria: Selection of candidates will be based on
the Company’s Nomination Policy as well as the following
factors, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience,
skills, knowledge and length of service. The ultimate decision
will be based on merit and contribution that the selected
candidates will bring to the Board, having due regard to
the benefits of diversity on the Board and also the needs
of the Board without focusing on a single diversity aspect.
The Board’'s composition will be disclosed in the Corporate
Governance Report annually.

Review: The Nomination Committee will review the Board
Diversity Policy from time to time. It will discuss any revisions
to the Board Diversity Policy and make recommendation to
the Board for approval.

Nomination Policy

The Nomination Policy sets out the key selection criteria and
nomination procedures of the Nomination Committee in
making recommendations to the Board on the appointment
of directors and succession planning for directors.
Nomination Criteria: In assessing the suitability of the
candidate to the Board regarding the appointment or re-
appointment of any existing director(s), the Nomination
Committee will consider the following factors: the
candidate’s character, integrity and competent to act as
director, skills, knowledge, and experience in the commercial
and professional fields which are relevant to the principal
business of the Group, availability to devote time and
attention to the Board, and with due regard to the Board
Diversity Policy.
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Nomination Procedures and Requirements: The Nomination
Committee shall convene a meeting to invite nominations
of candidates from directors (if any) or it may also nominate
candidates for its consideration. The Nomination Committee
shall use adequate due diligence in making recommendation
regarding the appointment or re-appointment of any existing
director(s) for the Board’s consideration and approval. The
procedures for shareholders’ nomination of any proposed
candidate for election as a director should follow the
“Procedures for Shareholders to Propose a Person for Election
as a Director”
matters relating to its recommendation of candidates to stand
for election at a general meeting.

. The Board shall have the final decision on all

Review: The Nomination Committee will review the
Nomination Policy from time to time. It will discuss any
revisions to the Nomination Policy and make recommendation
to the Board for approval.

The Nomination Committee considered that the Board
has sufficient diverse expertise, particularly in corporate
management, financial control, business development and
human resources management, for the Company’s business.
Meetings of the Nomination Committee shall be held at least
once a year.

At 31 December 2020, the Nomination Committee
comprised the Chairman of the Board, Mr. Li Jiehong, and
two independent non-executive directors, namely Mr. Chong
Cha Hwa and Mr. Liu Tao. Mr. Li Jiehong is the chairman of
the committee.
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For the year ended 31 December 2020, there were two
meetings held by the Nomination Committee to (i) review
the structure, size, composition and diversity of the Board;
(i) assess the independence of independent non-executive
directors with reference to the requirements under the Listing
Rules; (iii) nominate the retiring directors for re-election at
the annual general meeting held on 30 June 2020; and (iv)
nominate the proposed candidates for appointment to the
Board.

The directors” attendance at the above committees’ meetings
held in 2020 is set out in the section below.

MEETINGS AND DIRECTORS’ ATTENDANCE

The Board meets at least four times each year and more
frequently as the needs of the business demand. For the
year ended 31 December 2020, there were thirteen Board
meetings held by the directors, four of which were regular
Board meetings to (i) review and discuss the Group’s
development strategies, investment projects and the
operational and financial performance of the Group, and (ii)
approve the annual report for 2019 and the interim report
for 2020. The other nine Board meetings were held to
consider certain ad hoc and other corporate matters. Under
code provision A.1.3 of the CG Code, notice of at least 14
days should be given of a regular board meeting to give all
directors an opportunity to attend. During the Year, certain
regular Board meetings were convened with less than 14
days' notice to enable the directors to react timely and make
expeditious decisions in respect of transactions which were of
significance to the Group's business. As a result, the aforesaid
regular Board meetings were held with a shorter notice
period than required with no objection by the directors. The
Board will do its best endeavours to meet the requirement of
code provision A.1.3 of the CG Code in future. In addition
to Board meetings, the Chairman of the Board met with the
independent non-executive directors without the presence of
other directors.
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The Company Secretary assists the Chairman in preparing the
agenda for meetings and ensures that all applicable rules and
regulations are followed. The Company Secretary also keeps
minutes of each meeting with appropriate details, which
are available to all directors. Draft minutes are circulated to
all directors for comment and approval after the Board and
committee meetings.

All directors have access to relevant and timely information,
and they can ask for further information or retain
independent professional advisers if necessary. They also have
unrestricted access to the advice and service of the Company
Secretary, with a view to ensuring that Board procedures and
all applicable rules and regulations are followed.

Should a potential conflict of interest involving a substantial
shareholder or director arise, the matter is discussed in an
actual meeting, as opposed to being dealt with by written
resolution. Independent non-executive directors with no
conflict of interest are present at meetings dealing with
conflict issues. Board committees, including the Audit,
Remuneration and Nomination Committees, follow all the
applicable practices and procedures used in Board meetings
for committee meetings.
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Details of directors’ attendance at the Board meetings, Board
committees meetings and annual general meeting held
during the year ended 31 December 2020 are set out as

follows:

EFHRERBE_T-TF+"_A=+—H
LEERTZEFETER EFLE99H
REREBFRGZIERHBHAOT

Attendance/Eligible to attend

HERY AEREERY
Audit  Remuneration Nomination Annual
Board Committee Committee Committee General
Meetings Meetings Meetings Meetings Meeting
Name of directors EEY EXEEE BREEE8E FWZEEEE RAZEEE: BRRBEEAE
Executive Directors HiTEE
Mr. Li Jiehong (Chairman) THBEE (ZE) 1213 - 22 22 01
Mr. Ke Xionghan RIS EE 13/13 - - - 01
Mr. Zeng Jixiang® BEHTE 072 - - - 0/0
Mr. Yu Zicong® RTEKEY 02 - - - 0/0
Mr. Huang Wuguang® BRAKEO 0/0 - - - 0/0
Non-executive Director FHTEE
Ms. Ho Wing Yan MLt 13/13 - - - 01
Independent Non-executive Directors B FFH77EE
Mr. Chong Cha Hwa FRERE 13/13 33 M m 0/1
Mr. Yang Yunguang BEREE 12/13 33 - - /1
Mr. Liu Tao® 2B LEY 212 0/0 0/0 0/0 0/0
Mr. Ho Man Fai® AN IBREe 5/6 22 17 17 0/0
- The director is not a committee member - ZEZSTIIFEEFHE
Notes [
(a) Mr. Zeng Jixiang was appointed as an executive director of (a) oA ESEEARATRTES B
the Company with effect from 4 September 2020. ETEFNBUHEER -
(b) Mr. Yu Zicong was appointed as an executive director of the (b) FFEETEZFARNATRNTES B
Company with effect from 4 September 2020. ETETFNBOHEER-
(©) Mr. Huang Wuguang resigned as an executive director of the (0 ERWEERERATRTESE B2

Company with effect from 2 January 2020.
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(d) Mr. Liu Tao was appointed as an independent non-executive
director of the Company and a member of each of the
audit committee, remuneration committee and nomination
committee of the Company with effect from 4 September
2020. Mr. Liu Tao retired as an independent non-executive
director of the Company and ceased to be a member of
each of the audit committee, remuneration committee and
nomination committee of the Company at the conclusion of
the extraordinary general meeting held on 22 January 2021.

(e) Mr. Ho Man Fai resigned as an independent non-executive
director of the Company and a member of each of the
audit committee, remuneration committee and nomination
committee of the Company with effect from 22 June 2020.

Under code provision E.1.2 of the CG Code, the chairman of
the board should attend the annual general meeting. Mr. Li
Jiehong, the Chairman of the Board, was unable to attend
the annual general meeting of the Company held on 30
June 2020 in person due to government measures on travel
restrictions caused by COVID-19 outbreak.

DIRECTORS’ INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

All newly appointed director have been provided with an
induction on their appointment to the Board so as to ensure
that each of them has appropriate understanding of the
business and operations of the Company and that they are
fully aware of their responsibilities and obligations under the
Listing Rules and the relevant regulatory requirements.
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Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has provided relevant
materials published by professional bodies or regulators to
the directors to keep them abreast of the latest development
of legal, regulatory and corporate governance. The Company
has also devised a training record in order to assist the
directors to record the training they have undertaken and
they are requested to provide a training record to the
Company.

According to the records maintained by the Company, the
training that the directors received for the year ended 31
December 2020 is summarized as follows:

KANBHBEE2NFETEELE UER
REMAHEEE A ABERESRHESE
%%4‘%&@4’?%%%‘@*2@%ﬁﬁﬂ DR
ETHERIE - BEEREEEANEWNE
BER - AABNEREZINCHEUBIE
ERREEMBEZIEINIRE WERES
MR B R HIBIN AL ER

RIBEAANBREZLR EFNEE_S -
SEE+ A=+ —HIEEEES ZEIEL
mr

Attending seminars/
conferences/courses/
readings relevant to
the business,
corporate governance
or directors’ duties

SHEBRERE-
TEEAREEREZ
FERXE thetg,/
Name of directors EEH4y R2 REARAME
Executive Directors HITEE
Mr. Li Jiehong FHBEE 4
Mr. Ke Xionghan 10 1 B 5 A 4
Mr. Zeng Jixiang BEELE v/
Mr. Yu Zicong RFIRESE v
Mr. Huang Wuguang® mRiEE®
Non-executive Director FERITESE
Ms. Ho Wing Yan sk iR & & v
Independent Non-executive Directors BUIFHITEE
Mr. Chong Cha Hwa SRRESLE v/
Mr. Yang Yunguang mENIE 4
Mr. Liu Tao 2REE 4
Mr. Ho Man Fai® IS HE ST L
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Notes:

(a) Mr. Huang Wuguang resigned as an executive director of the
Company with effect from 2 January 2020.

(b) Mr. Ho Man Fai resigned as an independent non-executive
director of the Company with effect from 22 June 2020.

Under code provision A.6.5 of the CG Code, all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills, and should
provide a record of the training they received to the issuer.
The Company did not receive the training record for the year
ended 31 December 2020 from Mr. Huang Wuguang and
Mr. Ho Man Fai, both of them were former directors of the
Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code on ethics and securities
transactions (the “Code"”), which incorporates a code of
conduct regarding directors’ securities transactions on terms
no less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) of the Listing Rules. Specified
employees who are likely to be in possession of unpublished
inside information of the Company are also subject to the
compliance with the Code. Having made specific enquiry of
all existing directors, the Company confirms that the directors
have complied with the required standard set out in the
Code and the Model Code throughout the year ended 31
December 2020.
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DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR
ACCOUNTS

The Board is responsible for presenting a clear, balanced
assessment of the Group’s performance and prospects. The
directors also acknowledge their responsibility to prepare
the financial statements that give a true and fair view of
the state of affairs of the Group. The Group had default
payments included: (i) default secured bond of approximately
HK$109,000,000 to secured bondholder with interest
of approximately HK$21,800,000 (the “Default Secured
Bond"); (ii) default unsecured bonds HK$82,300,000 to
the unsecured bondholders with interest of approximately
HK$6,050,000 (The “Default Unsecured Bond”). In addition,
the Group had outstanding bank and other borrowings and
convertible bonds of approximately HK$169,533,000 and
HK$108,222,000 respectively which were due for repayment
or renewal in the next twelve months after 31 December
2020. These events or conditions, along with other matters as
set forth in note 2 to the consolidated financial statements,
indicate that a material uncertainty exists that may cast
significant doubt on the Group’s ability to continue as a
going concern. Save for disclosed above, for the purpose
of the Company’s financial year ended 31 December 2020,
the Board was not aware of any other events or conditions
that might cast significant doubt upon the Group’s ability to
continue as a going concern.

In the light of the following various measures or
arrangements to improve the working capital and liquidity
and cash flow position of the Group together with the
expected results of the other measures, including:

(@) Management has been endeavoring to improve the
Group's operating results and cash flows through
various cost control measures and will focus on the
existing business;

(b) The Group is negotiating with secured bondholder to
extend the Default Secured Bond and with unsecured
bondholders to extend the Default Unsecured Bond.
In the opinion of the directors, the Default Secured
Bond and Default Unsecured Bond will not be recalled
until agreeing the new terms by the Group and the
secured bondholders and unsecured bondholders.
Up to the date of this annual report, approximately
HK$35,700,000 of the Default Unsecured Bond has
been successfully extended;

(c)  The Group may consider to dispose non-financial assets
or properties for sale if required;
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(d) A substantial shareholder of the Company has agreed
to continuously provide financial support for the
continuing operations of the Company so as to enable
it to meet its liabilities when they fall due and carry
on its business without a significant curtailment of
operations in the twelve months from the date of
approval of consolidated financial statement; and

(e) Up to the date of this annual report, the Group had
credit facilities of a total amount of HK$150,000,000
granted by finance companies which are independent
third parties,

the directors are of the view that the Group will have
sufficient working capital for its current requirements and it
is reasonable to expect the Group to remain a commercially
viable concern. Accordingly, the directors are satisfied
that it is appropriate to prepare the consolidated financial
statements on a going concern basis.

The responsibilities of the auditors with respect to these
financial statements are set out in the Independent Auditors’
Report on pages 60 to 73 of this annual report.

AUDITORS' REMUNERATION

During the Year, the fees paid/payable to the external
auditors of the Company, HLB Hodgson Impey Cheng
Limited, in respect of their audit services provided to the
Group was HK$1,250,000.

RISK MANAGEMENT AND INTERNAL CONTROL

Goals and Obijectives

The Board acknowledges that it is responsible for the risk
management and internal control systems and reviewing their
effectiveness on an ongoing basis. Such risk management
and internal control systems are designed for managing
risks rather than eliminating the risk of failure to achieve
business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or
loss. The Board has delegated its responsibilities of risk
management and internal control to the Audit Committee.
The Audit Committee oversees management in the design,
implementation and monitoring of the risk management and
internal control systems, and the management has to ensure
the effectiveness of these systems.
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Main Features of the Risk Management and Internal
Control Systems

The Group’s risk governance structure and the main
responsibilities of each level of the structure are summarized
below:

The Board is responsible to determine the business strategies
and objectives of the Group, and evaluates and determines
the nature and extent of risks it is willing to take in achieving
the Group's strategic objectives; ensures that the Group
establishes and maintains appropriate and effective risk
management and internal control systems; and oversees
management in the design, implementation and monitoring
of the risk management and internal control systems.

Audit Committee is responsible for assisting the Board to
perform its responsibilities of risk management and internal
control systems; overseeing the Group’s risk management
and internal control systems on an ongoing basis; reviewing
the effectiveness of the Group's risk management and
internal control systems at least annually, and such review
should cover all material controls including financial,
operational and compliance control; ensuring the adequacy
of resources, staff qualifications and experience, training
programmes and budget for the Group’s accounting, internal
audit and financial reporting functions; and considering major
findings on risk management and internal control matters,
and reports and makes recommendations to the Board.

The senior management designs, implements and maintains
appropriate and effective risk management and internal
control systems; identifies, evaluates and manages the risk
that may potentially impact the major processes of the
operations; monitors risk and take measures to mitigate risk
in the day-to-day operations; gives prompt responses to and
follow up the findings on risk management and internal
control matters raised by the internal auditor or external
risk management and internal control adviser; and provides
confirmation to the Board and Audit Committee on the
effectiveness of the risk management and internal control
systems.
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Internal auditor is responsible for reviewing the adequacy and
effectiveness of the Group’s risk management and internal
control systems; and reports to the Audit Committee on the
findings of the review and makes recommendations to the
Board and management to improve the material systems
deficiencies or control weaknesses identified.

The Board has conducted a review of the effectiveness of the
risk management and internal control systems for the year
ended 31 December 2020 and considers them effective and
adequate.

Risk Management Process

In addition to the Board's responsibilities, the Company has
developed a risk management process to identify, evaluate
and manage significant risks and to resolve material internal
control defects. Senior management is responsible for the
annual risk reporting process. Internal auditor will meet with
various members of the senior management to review and
assess risks and discuss solutions to address material internal
control defects, including any changes relevant to a given
year. Risks are compiled, ratings are assigned and mitigation
plans are documented. The risk assessment is reviewed by
certain members of senior management and presented to the
Audit Committee and the Board for their review.

Risks are evaluated by the Board and senior management
based on (i) the severity of the impact of the risk on the
Company’s financial results; (ii) the probability that the risk
will occur; and (iii) the velocity or speed at which a risk could
occur.

Based on the risk evaluation, the Company will manage the
risks as follows:

o Risk elimination — senior management may identify
and implement certain changes or controls that in
effect eliminate the risk entirely.

° Risk mitigation — senior management may implement
a risk mitigation plan designed to reduce the
likelihood, velocity or the severity of the risk to an
acceptable level.
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o Risk retention — senior management may decide that
the risk rating is low enough that the risk is acceptable
for the Company and that no action is required. The
risk would continue to be monitored as part of the risk
management program to ensure the level of risk does
not increase to an unacceptable level.

Internal Audit Function

The Group’s internal audit function is performed by the
internal auditor who reports directly to the Audit Committee.
Internal auditor plays an important part in the assessment
of the effectiveness of the risk management and internal
control systems of the Group and reports directly to the Audit
Committee on a regular basis.

The internal auditor conducts internal reviews on material
controls and compliance with policies and procedures of the
Group at both operational and corporate levels. Plans and
tools for corrective actions and control improvement are
identified and communicated with operations management
to address an issue, non-compliance or deficiencies identified.
The internal auditor monitors the implementation of his
recommendations by operations management and reports
the outcomes to the Audit Committee.

The Group is fully aware of its obligation of handling and
dissemination of inside information under the Listing Rules
and the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong). The Group has a set of procedures
and controls in place to preserve the confidentiality of inside
information relating to the Group. All Board members and
senior management, who are likely to possess the Group’s
inside information because of their offices or employments
in the Group, are required to follow the guidelines of the
code of conduct and the staff handbook to keep unpublished
inside information strictly confidential.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Chan Kwong
Leung, Eric, who is engaged and appointed by the Company
from an external secretarial services provider and his primary
corporate contact person at the Company is Mr. Li Kwok
Pong, the Financial Controller of the Company. For the year
ended 31 December 2020, Mr. Chan Kwong Leung, Eric has
complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.
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DIVIDEND POLICY

Under code provision E.1.5 of the CG Code, the issuer
should have a policy on payment of dividends and should
disclose it in the annual report. As the Company is still in its
development phase and the performance will continue to
be impacted by the relevant industry and economic outlook
in the foreseeable future, the Board is of the opinion that it
is not appropriate to adopt a dividend policy at this stage.
The Board will review the Company’s status periodically and
consider to adopt a dividend policy if and when appropriate.

SHAREHOLDERS’ RIGHTS

Procedures for convening an extraordinary general
meeting and putting forward proposals

Pursuant to article 72 of the Company’s articles of
association, any two or more shareholders or any one
shareholder which is a recognised clearing house (or
its nominee) holding, as at the date of deposit of the
requisition, not less than one-tenth of the paid up capital
of the Company which carries the right of voting at general
meetings of the Company can deposit a written request
at the head office and principal place of business of the
Company in Hong Kong at Room 225, 2/F, Mega Cube, 8
Wang Kwong Road, Kowloon Bay, Kowloon, Hong Kong, or
the registered office of the Company at P.O. Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman Islands for the
attention of the Board or Company Secretary to convene an
extraordinary general meeting (“EGM").
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The Company will verify the request with the Company’s
branch share registrar and transfer office in Hong Kong
and upon their confirmation that the request is proper and
in order, the Board will be asked to convene an EGM by
serving sufficient notice to all the registered shareholders in
accordance with the requirements set out in the Listing Rules
and the Company’s articles of association. In the event that
the request has been verified as not in order, the shareholders
concerned will be advised of this outcome and accordingly,
an EGM will not be convened as requested.

If within 21 days from the date of deposit of the requisition,
the Board does not proceed duly to convene an EGM, the
requisitionist(s) themselves or any of them representing more
than one-half of the total voting rights of all of them, may
convene the EGM in the same manner, as nearly as possible,
as that in which meetings may be convened by the Board
provided that any meeting so convened shall not be held
after the expiration of three months from the date of deposit
of the requisition, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.

Procedures for sending enquiries to the Board
Shareholders may at any time send their enquiries to the
Board in writing for the attention of the Board or Company
Secretary via the followings:

Address :  Room 225, 2/F, Mega Cube,
8 Wang Kwong Road, Kowloon Bay,
Kowloon, Hong Kong

Fax : (852) 2880 5398

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company’'s
constitutional documents for the year ended 31 December
2020.
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COMMUNICATION WITH SHAREHOLDERS

The Company follows a policy of disclosing relevant
information to shareholders in a timely manner. The
Company also recognises that people other than
shareholders, such as potential investors and the investment
community generally may have an interest in information
about the Company.

Annual and interim reports offer comprehensive operational
and financial performance information to shareholders
and the annual general meeting provides a forum for
shareholders to exchange views directly with the Board. All
the shareholders of the Company are given a minimum of
20 clear business days’ notice of the date and venue of the
annual general meeting of the Company. The Company
complies with the requirements concerning voting by poll
under the Listing Rules. Details of the poll voting procedures
and the rights of shareholders to demand a poll are explained
by the chairman of general meeting at the meeting. All
resolutions proposed at general meeting are voted separately.

All the annual and interim reports, circulars, announcements
and notices of general meetings, as well as the terms of
reference of Board committees can be downloaded from the
websites of the Stock Exchange and the Company.

The shareholder communication policy is reviewed regularly
by the Company’s management to reflect current regulatory,
community and investor requirements. In particular, the
policy will be updated in response to the changes in internal
structure, legislative, regulatory and market developments.
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DIRECTORS' BIOGRAPHIES
EXRE

The directors of the Company as at the date of this annual
report are as follows:

Mr. LI Jiehong, aged 47, was appointed as the Chairman
of the Board and an executive director of the Company
in December 2018. He is the joint chairman of the board
of directors of Phoenix (Dongguan) Animals Nutrition
Limited* GEE K (%) B1E&BEMRAE)and was
the founding shareholder of that company when it was
established in 2014. Mr. Li graduated from the Department
of Administrative Management of China Central Radio and
Television University. He is a Certified International Senior
Business Manager and has accumulated extensive experience
in various financial sectors for over 20 years, including
banking, securities and investment.

Mr. KE Xionghan, aged 56, was appointed as an executive
director of the Company in June 2016. He is also a director
of certain subsidiaries of the Company. Mr. Ke graduated
from the Department of Law of Huazhong University of
Science and Technology. He is the president of Shenzhen
Tiantianwang Taige Technology Co. Ltd.* (IR KL
B AERAF), a company mainly engaged in the import
and export business of electronic products and mineral
products. Mr. Ke was the general manager of Indonesia
Huaming Yang International Trading Company* (ENJE ZBE[5
EPR & 5 /A E)) and worked in the Bank of China, Zhanjiang
Branch for over 20 years, during which period, he served as
the section chief of Retail Business Department, Company
Business Department and Credit Management Department as
well as the president of the sub-branch.

Mr. ZENG lJixiang, aged 21, was appointed as an executive
director of the Company in September 2020. He studied from
Center of International Studies Hunan University* G8i@ A
S B BB 257 3| B #h) majoring in business administration.
Mr. Zeng is the son of Mr. Zeng Fanxiong, who was a former
executive director of the Company from 1 September 2017
to 29 January 2019.

*  For identification purposes only
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Mr. YU Zicong, aged 20, was appointed as an executive
director of the Company in September 2020. He graduated
from Yueyang Vocational Technical College* ([
i Z2F%) majoring in computer science. Mr. Yu is currently
working in Yueyang Huanian Construction Materials
Company Limited* (EFEZEFEMBRAE).

Ms. HO Wing Yan, aged 39, was appointed as a non-
executive director of the Company in April 2015. She holds
a Bachelor Degree of Business Administration in Applied
Economics from Hong Kong Baptist University and a Master
Degree of Corporate Governance from The Open University
of Hong Kong. Ms. Ho is an Associate Member of both The
Hong Kong Institute of Chartered Secretaries (“HKICS") and
The Chartered Governance Institute. She is also a holder
of the Practitioner's Endorsement issued by HKICS. Ms.
Ho is a director of BMI Listed Corporate Services Limited
and is responsible for managing the business operations of
the company secretarial and administrative services for the
reputable listed groups in various industries. She has extensive
experience in a diversified range of professional corporate
services for Hong Kong and offshore companies from various
business sectors. Ms. Ho particularly specializes in corporate
governance advisory, corporate restructuring, corporate
financing and directors’ professional development with
emphasis on listed companies and she continues to advise
on these matters on a consultancy basis. Ms. Ho actively
participates in the formulation and execution of strategy at
the companies. She has been providing practical professional
services to companies listed on the Main Board and the GEM
of the Stock Exchange for over 10 years.

*  For identification purposes only
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DIRECTORS' BIOGRAPHIES
EXRE

Mr. CHONG Cha Hwa, aged 54, was appointed as an
independent non-executive director of the Company in
December 2018. He is a fellow member of the Association
of Chartered Certified Accountants and a member of the
Malaysian Institute of Accountants. Mr. Chong holds a
bachelor degree of management with honours from the
University of Science, Malaysia. He has more than 20 years
of experience in the accounting and finance area servicing
private and publicly listed companies in Hong Kong and the
Southern Asia region. Mr. Chong is currently an independent
non-executive director of Sino Energy International Holdings
Group Limited, the shares of which are listed on the main
board of the Stock Exchange. From October 2020 to April
2021, he was an executive director of Aurum Pacific (China)
Group Limited, the shares of which are listed on GEM of the
Stock Exchange.

Mr. YANG Yunguang, aged 57, was appointed as an
independent non-executive director of the Company in July
2018. He holds a Master's Degree in National Economics
from Northwest University. Mr. Yang has served as senior
management positions of insurance companies in the PRC
since 1989. He has 30 years of experience in the financial
industry and corporate management.

China Beidahuang Industry Group Holdings Limited
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The directors present their report and the audited financial
statements of the Company and the Group for the year
ended 31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set out
in note 45 to the consolidated financial statements. There
were no significant changes in the nature of the Group’s
principal activities during the Year.

RESULTS AND DIVIDENDS

The Group'’s profit for the year ended 31 December 2020 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 74 to
227.

The directors do not recommend the payment of any
dividend in respect of the Year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets,
liabilities and non-controlling interests of the Group for
the last five financial years, as extracted from the audited
financial statements and restated/reclassified as appropriate,
is set out on page 228. This summary does not form part of
the audited financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended
31 December 2020 is provided in the section headed
“Management Discussion and Analysis” 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
Financial Highlights on page 4 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 14 to the
consolidated financial statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during
the Year are set out in note 35 to the consolidated financial
statements.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares
on a pro rata basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the listed securities of the Company
during the year ended 31 December 2020.

RESERVES

Details of movements in the reserves of the Company and
the Group during the Year are set out in note 46 to the
consolidated financial statements and in the consolidated
statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2020, the Company’s reserves available
for distribution amounted to approximately HK$392.49
million, representing the share premium account of the
Company of approximately HK$1,669.30 million less the
accumulated losses as at 31 December 2020 of approximately
HK$1,276.81 million. Under the Companies Law, Cap. 22
(as amended) of the Cayman Islands, the share premium
account of the Company is distributable to the shareholders
of the Company provided that immediately following the
date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall
due in the ordinary course of business. The share premium
account may also be distributed in the form of fully paid
bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2020, sales attributable
to the largest customer of the Group amounted to
approximately 24.47% of the total sales and the five largest
customers of the Group accounted for 41.34% of the
Group's total sales.
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For the year ended 31 December 2020, purchases
attributable to the largest supplier of the Group amounted
to approximately 31.01% of the total purchases and the five
largest suppliers of the Group accounted for 58.47% of the
Group's total purchases.

BEITIEKRTREEELML /AT (Heilongjiang Beidahuang
Agribusiness Group Corporation*) and 2T 2RI AT
EmEEBEAREI(EAT (Heillongjiang Nongken Beidahuang
Business Trade Liability Group Co., Ltd*) were deemed
substantial shareholders of the Company through their
corporate interests in Beidahuang (HK) International Trade
Co., Limited for the Year and up to the date of this annual
report and held about 49.11% equity interest in @&
Tl EAB R AQE (Tongliao Beidahuang Cereals Trading Co.,
Ltd.*), which was one of the Group’s five largest suppliers
during the Year. Saved as disclosed above, none of the
directors of the Company or any of their close associates or
any shareholders (which to the knowledge of the directors
own more than 5% of the total number of issued shares of
the Company) had any interest in the Group's five largest
customers and suppliers.

DIRECTORS
The directors of the Company during the Year and up to the
date of this report were:

Executive Directors

Mr. LI Jiehong (Chairman)
Mr. KE Xionghan

Mr. ZENG lJixiang (appointed on 4 September 2020)

Mr. YU Zicong (appointed on 4 September 2020)

Mr. HUANG Wuguang (resigned on 2 January 2020)

Non-executive Director
Ms. HO Wing Yan

Independent Non-executive Directors
Mr. CHONG Cha Hwa
Mr. YANG Yunguang

Mr. LIU Tao (appointed on 4 September 2020 and
retired on 22 January 2021)
Mr. HO Man Fai (resigned on 22 June 2020)

*  For identification purpose only
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In accordance with article 116 of the Company’s articles of
association, Mr. Li Jiehong, Mr. Chong Cha Hwa and Mr.
Yang Yunguang will retire by rotation and being eligible, have
offered themselves for re-election at the forthcoming annual
general meeting.

DIRECTORS’ BIOGRAPHIES
Biographical details of the directors of the Company are set
out on pages 44 to 46 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Company which is not determinable by the Company within
one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company's board of directors with reference to directors’
duties, responsibilities and performance and the results of the
Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

No director had a material interest, either directly or indirectly,
in any transactions, arrangements or contracts of significance
to the business of the Group to which the Company or any
of its subsidiaries was a party subsisted at any time during the
Year or at the end of the Year.

China Beidahuang Industry Group Holdings Limited
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MANAGEMENT CONTRACTS

No contracts concerning management or administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the Year.

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2020, the interests and short positions of
the directors in the shares, underlying shares and debentures
of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the "SFQ")), as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

Long position in ordinary shares of the Company:
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Number of shares held, capacity and nature of interest

BERNYE SHRREZNE

Approximate
Directly Through percentage of
beneficially controlled the Company's
owned Through spouse corporation Total issued shares
EEREERTRA
Name of directors EELE ERBLRA BRI BRTENEE &; ZRAERE
Mr. Li Jiehong FEREL 224,000 44,592,000¢! 13,752,000% 58,568,000 0.94%
Mr. Ke Xionghan by i 4,240,000 - - 4,240,000 0.07%
4,464,000 44,592,000 13,752,000 62,808,000 1.01%

Notes: MIEE -

(a) These 44,592,000 shares were held by Ms. Deng Xiaohe, the
spouse of Mr. Li Jiehong.

(b) These 13,752,000 shares were held by Sino Insight Holdings
Limited (“Sino Insight”). As Sino Insight was wholly owned
by Mr. Li Jiehong, Mr. Li Jiehong was deemed to be
interested in the 13,752,000 shares held by Sino Insight by
virtue of the SFO.
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Save as disclosed above, as at 31 December 2020, none
of the directors had registered an interest or short position
in the shares, underlying shares and debentures of the
Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' AND OTHER PERSONS’
INTERESTS IN SHARES

At 31 December 2020, the following interests in shares
of 5% or more of the issued shares of the Company were
recorded in the register of interests required to be kept by the
Company pursuant to Section 336 of the SFO:

BREXFIIREEN R -_TF+_"A
+—H > BFEFHEN KRS 5 E A AE B
EBEZ R HEBERD RERET BEEIRE

KRHAE R A E35278 Fso i SUARIER 2
STRAIBESTTANE AR S R P 2 B 30%
2o

FERRKREMALIRREFPZER

AT TEE+ A=+ —H UWTFMEA
NEDEITRMS%I L IR 2 R D508
RARRBIRIEFE S MG RGIE336RBETE
ENECAMA

Long position: G
Approximate
percentage of
Number of the Company’s
Name Capacity and nature of interest shares held  issued shares
GEATBET
iR Z B4
e, s S RkEDEE BRERHHUB BAL
Jiang Jianjun Beneficial owner 456,173,182 7.33%
IRE BRn#BA
Interest of controlled corporation 458,331,044@ 7.36%
REBEE S
Li Zhuoxun Interest of spouse 914,504,226® 14.69%
REE [y
Beidahuang (HK) International Trade Co., Limited Beneficial owner 660,000,000 10.60%
jbj(/u( %)%%%EBEZ\\E E}/\%EA
Heilongjiang Nongken Beidahuang Business Trade Interest of controlled corporation 660,000,000 10.60%
Liability Group Co., Ltd*
RRIRERLATHBEREREEAT REREEET
Heilongjiang Beidahuang Agribusiness Group Interest of controlled corporation 660,000,000 10.60%

Corporation*
BRI REERRRT

REtEEED

*  For identification purposes only
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Notes:

These 458,331,044 shares were held by King Wei Group
(China) Investment Development Limited (“King Wei")
as to 237,051,044 shares and China Silver Investments
Development Limited (“China Silver”) as to 221,280,000
shares. As King Wei and China Silver were wholly owned by
Mr. Jiang Jianjun (“Mr. Jiang”), Mr. Jiang was deemed to be
interested in the 237,051,044 shares held by King Wei and
the 221,280,000 shares held by China Silver respectively by
virtue of the SFO.

Ms. Li Zhuoxun is the spouse of Mr. Jiang and is therefore
deemed to be interested in all the shares held by Mr. Jiang
and his controlled corporations namely King Wei and China
Silver by virtue of the SFO.

These 660,000,000 shares were held by Beidahuang (HK)
International Trade Co., Limited (“Beidahuang HK"), which
was wholly owned by Heilongjiang Nongken Beidahuang
Business Trade Liability Group Co., Ltd* (“Beidahuang
Business Group”) which in turn was wholly owned by
Heilongjiang Beidahuang Agribusiness Group Corporation*
("Beidahuang Group”). Accordingly, each of Beidahuang
Business Group and Beidahuang Group was deemed to be
interested in the 660,000,000 shares held by Beidahuang HK
by virtue of the SFO.

Save as disclosed above, as at 31 December 2020, no person,
other than the directors of the Company whose interests
are set out in the section headed “Directors’ Interests in
Shares” above, had registered an interest or short position
in the shares or underlying shares of the Company that was
required to be recorded pursuant to Section 336 of the SFO.

*  For identification purposes only
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “2017
Scheme”) pursuant to a resolution passed on 9 June 2017
(the “Adoption Date”). The purpose of the 2017 Scheme is
to provide incentives and rewards to eligible participants for
their contribution to, and continuing efforts to promote the
interests of, the Group. The 2017 Scheme, unless otherwise
cancelled or amended, will remain in force for 10 years from
the Adoption Date. The total number of shares available
for issue under the 2017 Scheme is 509,705,563 shares
representing approximately 8.19% of the issued shares of
the Company as at the date of this annual report. No share
option has been granted under the 2017 Scheme since its
adoption. Further details of the 2017 Scheme are disclosed in
note 36 to the consolidated financial statements.

Save as disclosed above, at no time during the year ended
31 December 2020 were rights to acquire benefits by
means of the acquisition of shares in or debentures of the
Company granted to any of the directors or their respective
spouses or children under 18 years of age, or were any
such rights exercised by them; or was the Company or any
of its subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.

China Beidahuang Industry Group Holdings Limited
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CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

Connected Transactions

During the year ended 31 December 2020, the Group's bank
loan of HK$67,116,000 was guaranteed by the investment
property of the Group, Mr. Jiang Jianjun (the ex-director and
substantial shareholder of the Company) and his wife.

The personal guarantees made by Mr. Jiang Jianjun
and his wife as guarantors in favour of the Group in
the abovementioned bank loan constituted connected
transaction of the Company in the form of financial
assistance under the Listing Rules. According to Rule 14A.90
of the Listing Rules, such financial assistance received by the
Group is fully exempt from the reporting, announcement
and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules as the directors consider
that it is conducted on normal commercial terms or better
and it is not secured by the assets of the Group.

Continuing Connected Transactions

On 10 June 2019, the Company entered into a new
framework agreement (“New Framework Agreement”) with
BEERILATIEEABRAT (Tongliao Beidahuang Cereals
Trading Co., Ltd.*, the “Supplier”) and its subsidiaries (the
"Supplier Group”) in relation to the supply of green and
organic food products including but not limited to corn,
cooking oil, and cereals and oils. The Supplier is a subsidiary
of IERFEHKXMDAERAE (Beidahuang Marketing Co.
Ltd.*) which is a substantial shareholder of FEIIIL AT 4%
BEMAEEERAT (Shenzhen Beidahuang Green Food
Distribution Limited*) (a non-wholly owned subsidiary of the
Company). Thus, the Supplier Group is a connected person of
the Company and the transactions contemplated under the
New Framework Agreement constitute continuing connected
transactions for the Company under the Listing Rules.

*  For identification purposes only
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The New Framework Agreement was duly passed by way
of poll at the extraordinary general meeting held on 8
October 2019. The aggregated annual caps for transactions
contemplated under the New Framework Agreement for
each of the three years ending 31 December 2019, 2020
and 2021 are RMB150 million, RMB150 million and RMB150
million respectively as disclosed in the announcement of
the Company dated 10 June 2019 and the circular of the
Company dated 19 September 2019. During the year ended
31 December 2020, there was a total purchase of staple food
amounting to RMB81,563,000.

The independent non-executive directors of the Company
have reviewed the above continuing connected transactions
and confirmed that the transactions have been entered into:

a. in the ordinary and usual course of business of the
Group;

b. on normal commercial terms; and

C. according to the agreement governing them on terms

that were fair and reasonable and in the interests of
the shareholders of the Company as a whole.
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For the purpose of Rule 14A.56 of the Listing Rules, the
Company’s auditors, HLB Hodgson Impey Cheng Limited,
have been engaged to report on the continuing connected
transactions for the year ended 31 December 2020 in
accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “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. The auditors have issued their unqualified
letter containing their findings and conclusions in respect
of the continuing connected transactions of the Group in
accordance with Rule 14A.56 of the Listing Rules and a
copy of the auditors’ letter has been provided to the Stock
Exchange. The auditors have confirmed the above continuing
connected transactions as follows:

1. nothing has come to their attention that causes them
to believe that the disclosed continuing connected
transactions have not been approved by the
Company'’s board of directors;

2. for transactions involving the provision of goods
or services by the Group, nothing has come to
their attention that causes them to believe that the
disclosed continuing connected transactions were not,
in all material respects, in accordance with the pricing
policies of the Group;

3. nothing has come to their attention that causes them
to believe that the disclosed continuing connected
transactions were not entered into, in all material

respects, in accordance with the relevant agreements

governing such transactions; and

4. with respect to the aggregate amount of the
continuing connected transactions, nothing has come
to their attention that causes them to believe that the
continuing connected transactions disclosed above
have exceeded the annual cap as set by the Company.
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The related party transactions as disclosed in note 41 to
the consolidated financial statements also fell under the
definition of “connected transactions” or “continuing
connected transactions” in Chapter 14A of the Listing Rules.
The Group has complied with the disclosure requirements,
where applicable, in accordance with Chapter 14A of the

Listing Rules.

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 number of issued shares was
held by the public as at the date of this report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

At 31 December 2020, none of the directors was interested
in any business, apart from the Group’s business, which
competes or is likely to compete, either directly or indirectly,
with the business of the Group.

EQUITY-LINKED AGREEMENTS

Save for disclosed in the paragraph titled “Share Option
Scheme” on page 54 of this report and the paragraph titled
“Placing of Convertible Bonds under General Mandate” in
Management Discussion and Analysis on pages 13 and 14
of this annual report, the Company has not entered into any
equity-linked agreement during the year ended 31 December
2020.

ENVIRONMENTAL POLICIES AND PERFORMANCE
Details of the discussion on the environmental policies
and performance of the Company are set out in the
Environmental, Social and Governance Report 2020.

RELATIONSHIPS WITH EMPLOYEES

Employees are one of the most important assets and
stakeholders of the Group, their contribution and support are
values at all times. The Group regularly reviews compensation
and benefits policies accordingly to industry benchmark
as well as the individual performance of employees. Share
options are granted to retain loyal employees with the aim
to form a professional staff and management team that can
bring the Group to different levels of success.
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The Group encourages its staff to participate in external
seminars and lectures to keep abreast of changes and
updates on areas of legal, compliance, financial accounting
and reporting, and market industry practices. Through these
types of training, we believe that the Group can increase
its efficiency and productivity while in general, the risk and
uncertainties of the Group can be reduced.

The Company encourages continuous professional
development training for the directors and senior
management to develop and refresh their knowledge and
skills which includes seminars and workshops, updates on
regulatory requirements and development and corporate
governance practices.

The Group also strives to provide a healthy and safe working
environment to the employees.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Year, the Company was not aware of any non-
compliance with any relevant laws and regulations that have
a significant impact on the business and operation of the
Company and its subsidiaries.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision that provides for indemnity
against liability incurred by directors and other officers of the
Group is currently in force and was in force throughout the
year ended 31 December 2020.

AUDITORS

The financial statements for the year ended 31 December
2020 have been audited by HLB Hodgson Impey Cheng
Limited. HLB Hodgson Impey Cheng Limited will retire
and, being eligible, offer themselves for re-appointment. A
resolution to re-appoint HLB Hodgson Impey Cheng Limited
as the auditors of the Company will be proposed at the
forthcoming annual general meeting.

On behalf of the Board

Li Jiehong
Chairman

Hong Kong, 30 March 2021
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B st EH A RN A
HODGSON IMPEY CHENG LIMITED

HLB

To the shareholders of China Beidahuang Industry
Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
China Beidahuang Industry Group Holdings Limited (the
“Company”) and its subsidiaries (“the Group”) set out
on pages 74 to 227, which comprise the consolidated
statement of financial position as at 31 December 2020,
and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2020, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR OPINION

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

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN
We draw attention to Note 2 to the consolidated financial
statements, which indicates that as of 31 December 2020,
the Group had default payments included; i) default
secured bond of approximately HK$109,000,000 to secured
bondholder with interest of approximately HK$21,800,000
(the "Default Secured Bond”); ii) default unsecured bonds
HK$82,300,000 to the unsecured bondholders with interest
of approximately HK$6,050,000 (the “Default Unsecured
Bond”). In addition, the Group had outstanding bank and
other borrowings and convertible bonds of approximately
HK$169,533,000 and HK$108,222,000 respectively which
were due for repayment or renewal in the next twelve
months after 31 December 2020. As stated in Note 2, these
events or conditions, along with other matters as set forth in
Note 2, indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as a
going concern. Our opinion is not modified in respect of this
matter.
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KEY AUDIT MATTERS

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

FREZER
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described in the “Material Uncertainty Related to Going
Concern” section, we have determined the matters to be

communicated in our report.

Key Audit Matter
MREREE

How the matter was addressed in our audit

HANBROAEEZER

Impairment assessment of trade receivables

W E 5 AR Z IR E T

B2 RREMHRRMEE2.3K%25

Refer to notes 2.3 and 25 to the consolidated financial statements

The Group had trade receivables with gross carrying
amount of approximately HK$126,271,000 and
allowance for expected credit losses of approximately
HK$18,310,000.
EEEEWEZRFIREREE4)43126,271,0005%
7o MEtIR Z FAHE BB 47318,310,0008
ITo

Our procedures in relation to management’s
impairment assessment of the trade receivables as at
31 December 2020 included:

EMEEEBEEN - 2F+__A=+—HREKE
SERFUB BT ORI 28 -

o Understanding and assessing the design and
implementation of management'’s key controls
relating to credit control, debt collection and
estimate of expected credit losses;

. THRETEEEER S RAITHREGR T
EHBWREREREERBGLTAERNZEIEE

=

o Understanding and evaluating that the Group
has implemented to manage and monitor its
credit risk on a sample basis;

. WETHRIFE SEEEEKRERHEES
Rk

o Checking, on a sample basis, the ageing profile
of the trade receivables as at 31 December
2020 to the underlying financial records and
post year-end settlements to bank receipts;

. HERENR _Z_F+__A=1+—HREWK
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Key Audit Matter
MREREE

How the matter was addressed in our audit

BANBERNAEREZEE

Management performed periodic assessment on
the recoverability of the trade receivables and
the sufficiency of allowance for expected credit
losses based on information including credit
profile of different customers, ageing of the trade
receivables, historical settlement records, subsequent
settlement status, expected timing and amount of
realisation of outstanding balances, and on-going
trading relationships with the relevant customers.
Management also considered forward-looking
information that may impact the customers’ ability to
repay the outstanding balances in order to estimate
the expected credit losses for the allowance for
expected credit losses assessment.
EEETHENTRARERZEERR BREZIR
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We focused on this area due to the allowance for
expected credit losses assessment of trade receivables
under the expected credit losses model involved
the use of significant management judgements and
estimates.
BRABRELBRENRBRAEEHBERIUIER
WE ZEMZ AR EEBEBETLEE I REREIE
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o Inquiring of management for the status of each
of the material trade receivables past due as at
year end and corroborating explanations from
management with supporting evidence, such
as performing public search of credit profile
of selected customers, understanding on-
going business relationship with the customers
based on trade records, checking historical and
subsequent settlement records of and other
correspondence with the customers; and
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o Assessing the appropriateness of
the expected credit loss provisioning
methodology, examining the key data
inputs on a sample basis to assess their
accuracy and completeness, and challenging
the assumptions, including both historical
and forward-looking information, used to
determine the expected credit losses.
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We found that the management judgment and
estimates used to assess the recoverability of the trade
receivables and determine the impairment provision to
be supportable by available evidence.
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Key Audit Matter
HMREZER

m2RREE

20 =7

EWE TR 12 R B M BB 2 R BT

N ==
N
Impairment assessment of loan receivables and deposit and other receivables
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How the matter was addressed in our audit
BN EZINAREZEIE

HK$23,123,000
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Refer to notes 2.3, 18 and 26 to the consolidated financial statement

As at 31 December 2020, the Group’s gross

=
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loan receivables amounted to HK$377,248,000
and allowance for expected credit losses of

23,123,000%TE°

losses of approximately HK$92,386,000.
BEENRE

The balance of allowance for expected credit losses

of loan receivables and deposit and other receivables
represents the management’s best estimates at the

end of the reporting date of expected credit losses
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under Hong Kong Financial Reporting Standard 9
Financial Instruments expected credit losses models.
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The Group had deposit and other receivables

with gross carrying amount of approximately
HK$386,340,000 and allowance of expected credit
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Understanding the procedures performed by
management, i

periodic review on overdue receivables and
assessment of expected credit loss allowance

on the loan receivables and deposits and other
receivables
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Understanding and evaluating the modelling
methodologies for expected credit losses

measurement, assessing the reasonableness
of the model selection and key measurement

Our procedures in relations to management’s

included:

impairment assessment of the loans receivables and
deposit and other receivables as at 31 December 2020
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Understanding and assessing the design and
implementation of management'’s key controls

relating to credit control, debt collection and
estimate of expected credit losses;
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Key Audit Matter
MREREE

How the matter was addressed in our audit

BANBERNAEREZEE

Management assesses whether the credit risk of
loan receivables have increased significantly since
their initial recognition, and apply a three-stage
impairment model to calculate their expected credit
losses. The measurement models of expected credit
losses involves significant management judgments and
assumptions, primarily including the following:
EEETHRWERZ EERBES B S I
RAMEIEM WERA=FEERAERAELTEIAE
EEE -BHEEEENTEREIRNEREIERE
Hln kB T2EFUTRIE !

- Selection of appropriate model and
determination of relevant key measurement
parameters, including probability of default,
loss given default and exposure at default;
WEBERLKETCHATENES M &
RBEQP BN BNBAXRKENRERKO ;

- Criteria for determining whether or not there
was a significant increase in credit risk or a

default; and
ETCEERMBLTANBEMNIBELTENNEZ
pi- o4

- Economic indicator for forward-looking
measurement, and the application of economic
scenarios and weightings.

AR ST EREHEIER BB RERIMEN
FER ©

FEEATEEEEZERERAR
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INDEPENDENT AUDITORS' REPORT
BAZET RS

Key Audit Matter
HREREE

How the matter was addressed in our audit

BANBERNAEREZEE

We focus on this area due to the magnitude of the
loan receivables, deposits and other receivables and
the significant estimates and judgement involved in
determining their expected credit losses allowance.
BABRENLSEBEENRRER  REREMEI
MEZHBENNREEREZAREEBEERY
ez BARALE KA o

° for the historical information, discussed with
management to understand the management'’s
identification of significant increase in credit
risk, defaults and credit-impaired loans and
receivables corroborated management’s
explanation with supporting evidence;

. HEEBENRELER UWTHREEEHE
ERREEE LA ENKRBEHREERHES
AR EWRIBZ # A WA FHFRIEZEE
HE B

o for forward-looking measurement, we assessed
the reasonableness of economic indicator
selection, economic scenarios and weightings
application, assessed the reasonableness of the
estimation by comparing with industry data;
and

. FLATREM St BB EREER - KEER
RMEERAZ SEM BB LERITE#ET
a2 58 M% &

o Checking major data inputs used in the
expected credit losses models on sample basis
to the Group’s record.

. HERETEAEERERAERBZIERA
Bipk SEEZCHR

Based on the above, we found that the estimates
and judgement made by management in respect
of the expected credit losses allowance and the
collectability of the loan receivables and deposits and
other receivables were supportable by the available
evidence.

MERBEEARER RMEREEEEHERE
FoReRAMBKHRIBZFERESEBEBEERY
WEIRRE 2G5t R AET B R 1§E R o
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INDEPENDENT AUDITORS’ REPORT
BAZET RS

Key Audit Matter
MREREE

How the matter was addressed in our audit

BANBERNAEREZEE

Impairment assessment of goodwill and other intangible assets

BERA MBI EEZ HE G

Refer to notes 2.3, 20 and 21 to the consolidated financial statements

B2 RREMHRRMEE2.3 20521

The Group has goodwill and other intangible assets
of approximately HK$36,751,000 and HK$9,315,000,
respectively. Management performed impairment
assessment of goodwill and other intangible assets
based on value in use model that required significant
management judgement with respect to the discount
rate and underlying cash flows, in particular future
revenue growth and capital expenditure. Independent
external valuation were obtained in order to support
management’s estimates.
EEECZEHERAEMBILEEDR]7%36,751,000
ABITR9,315,0008 - EEEBHBEKRAEMELE
EFHRENEEREREBERESE  EFE
EEEEMITREXRERRESRE  LHEREKI
mIB RXREXRMAXFHEBEXRAM - EZRBEILIH
EMfLEMETEE UFHEEENEt-

This conclusion was based on value in use model that
required significant management judgement with
respect to the discount rate and the underlying cash
flows, in particular future revenue growth and capital
expenditure. Independent external valuation were
obtained in order to support management’s estimates.
ZEmOERNERAEERESGL  ETR2EEE
MR RAMRESRE LHRRKRKRAERER
REXRFAXZELE XA - BREEILIMNBGLERD
EiTEE UFHEEENEt

Our procedures in relation to management’s
impairment assessment of goodwill and intangible
assets included:
EPERMEEENmERETEELET ZREN G
ZREFEE:

o Evaluating of the independent valuer’s
competence, capabilities and objectivity;

. SHEBIAEMZERE ENRERE

o Assessing the methodologies used and the
appropriateness of the key assumption based
on our knowledge of the relevant industry and
using our valuation experts;

. IREBER P E BRI TEZ NHEERARMOME
EBEEXAEAERAEZRERRRESE

-
==1

o Challenging the reasonableness of key
assumptions based on our knowledge of the
business and industry; and

. RIBRFIEERER RITENT B> G560
REBZENEEMN &

o Checking, on a sampling basis, the accuracy
and relevance of the input data used.

. AR B PTER A 2 80 A B 2 ZE T 14 R AR A
Mo

We consider the management conclusion to be
consistent with the available information.

RMBSEEENERAREEN -
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BAZET RS

Key Audit Matter
HREREE

How the matter was addressed in our audit

BANBERNAEREZEE

Valuation of investment properties

REYZ41E

ZRiF S IR RMIEE2.3%15

Refer to notes 2.3 and 15 to the consolidated financial statements

Management has estimated the fair value of the
Group's investment properties to be approximately
HK$426,959,000 as at 31 December 2020, with net
gain in fair value for the year ended 31 December
2020 recorded in the consolidated statement of
profit or loss and other comprehensive income of
approximately HK$4,804,000.

N_ZEEF+ZA=+—8 > BEEMHst &E
EREYET AnEA7426,959,0008 0 HEZ
E_EFS+_RB=+t—HLEFESAGEHEEmKRE
MEEmWAREKZANEFWTELN 54,804,000

JT ©

i

Independent external valuations were obtained
in order to support management’s estimates. The
valuations are dependent on certain key assumptions
that require significant management judgement,
including market unit value of comparable properties,
market rental and assuming the properties are capable
of being sold in the existing status.
EEEBUIIBELEMETHE UFEEEN
Est - MERRARREZEEEBH B Z2ETIEZR
% BEAILEBEYEZTHEBEMAEE  HHERER
Y ELR S k=

Our procedures in relation to management’s
determination of the valuation of the investment
properties included:

AP EEEEERBEMELEET ZEFERE

o Evaluation of the independent valuer’'s
competence, capabilities and objectivity;

. SHEBIEEMZERE BENREEML

o Assessing the methodologies used and the
appropriateness of the key assumptions based
on our knowledge of the relevant industry and
using our valuation experts; and

. RIERPIHERTEZ NH RERARMOME
EBEFEX AEAAERTEZRERRRESE
=4

o Checking, on sample basis, the accuracy and
relevance of the input data used.

. BB IR A 28 A B 2 14 K AE R
Mo

We found the key assumptions in valuation were
supported by the available evidence.

BB EEZFARRKRANSREXS
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OTHER INFORMATION

The directors are responsible for the other information. The
other information comprises the information included in the
annual report, but does not include the consolidated financial
statements and our auditors’ report thereon (the “Other
Information”).

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

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

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

INDEPENDENT AUDITORS' REPORT

&AL BT R S

Hth&Er

REBANER EFBREREMHBRER
HFIZEERE (EMER) -

BB GEMBERRNERE N RERMSE
B AR A HZEEMENEREFTER
AYEEB S ©

EERMBREMBRENES RANS
TEREBHEHMER  THBRETR ZEEMSE
HESHGEMHRRIKFAEETBRER
PRTENBREEEARBHELUFFESE
RIERRIAMAYE TR - BN EMERTHOIME
MRS EMERFEERERRL
AR ERERFE-EEhE RMRAME
(BES=K

EFRERZEOMGREMBHRRA
AENEE

EFXREERBEEBETMATEMNES
MBREENREB ARG ERER
NEBMPENGEMBRE THHEBA
HEGEEMBRRVBRAFEBRNIEER
5 5 1T 46 B B9 55 K B 3R [BR 22t P 78 1Y P 2B 422
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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 is responsible for overseeing the
Group's financial reporting process.

AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditors’ report that includes our
opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility
toward or accept liability to any other person for the contents
of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis
of these consolidated financial statements.

China Beidahuang Industry Group Holdings Limited
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

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

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

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

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

INDEPENDENT AUDITORS’ REPORT
BAZET RS

EREEBEFENETEANERED &
PIERTEXHE - RT 7T EXRIEREE K
375

. B Bl A 5T FH S BR SR BN SR ER T B B AR
BMBRRFEERERRAA AR
REtRPITESEF UER SRR
NRER T RMBENERE FH
HPEENERE - B EREFRISE K B
s RS ERER BRI 2UEE
A ERESI 2 £ > ALK AE S IR A IEF
MERNERERRILHYER SR
PEEIFAERME WAV E AR
YRR o

. TR EZABRRY BB AR 5B
ENHEHIEF BENILIFY S£H
WNEREZERIN AR MERER

. FEBEEAMRASFTERNEEER
R G SHEStAAERI IR R S 1ML -

. HESRAFBRKEGHERNGE
MEF 4S50 o IRIRFTEEXBY B 51/R 5%
BEROFERSENABREBRNE
RAFEEM  RHMAIEERYE S£H
NFBEEENEEEAREE - WRK
PRABEFEEATEEL AL ERE
ZEBMRETRFEAELEGRSY
BIRRPERIKE - BREABNIKE
TR AHMEEERFEEREER
RPN EREENZEEMRE B LR
ESHYE SH/RRE - A > RARFIREIE
MEEEN SEEFEFELE-
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o Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

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

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

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

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

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

. FEREMBHRENERIEB AN E
BHIRE SEKRE UREEHHR
RETERBZZMEE-

. W EEERNERIEFRTHNYH
BERENGE BENESEE U
BEHEEGVHBRRERER -HME
5 BSEEFESNAIE -BEEBEMNHITC
RSB ERAKEEHEE-

BREMEEBEIN HMAREREZEEERET 5
ANEHE FEZH EXBFAERS
BRERFESPHE EARBIEFNERNE
RERKE

RPERNEZZESRIEBR RAPHME
FERAMBILMNAREBEEENR I B
BEAFEGEMNEAET ENMBILM
WPRERFEMEMSEIE UREBERNIER
T Z3HBREL B PREREX 2 17 B S AR R BV 5 &8

I

NEREZZEGEBNFET  HFIEEM
EEBEHAPGESYBRENESRAE
2 RAMiBMR S E 5t =18 - AR HEM R
ERHERZREFER RIFARICERT G
NHRAREZSZFER WEBRFROVEBERLT
MREEFPERMARSTEBRFIREN
WEEBRBBEENARA G HMARE
TEERSPBBRZER



INDEPENDENT AUDITORS' REPORT

BB ET R &
The engagement director on audit resulting in this HEXBIZEMKREZBFEEEETALRE
independent auditors’ report is Hon Koon Fai, Alex. TIHE o
HLB Hodgson Impey Cheng Limited BB EstEmEHFAERAR
Certified Public Accountants HEEEAD
Hon Koon Fai, Alex RN
Practising Certificate number: P05029 HZEFZ SR (P05029
Hong Kong, 30 March 2021 E8H _E_—F=HA=+H
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
raEnkEMEEKRARR

Year ended 31 December 2020
B2 T _THE+_A=1+—HIFE

2020 2019
Notes HK$'000 HK$'000
B 5 FAT TFHET
Revenue A 5 859,095 779,305
Cost of sales 5 & A (715,424) (666,373)
Gross profit EF 143,671 112,932
Other income, gains or losses H A A~ Iz s 518 6 10,935 40,327
Selling and distribution expenses HERDHMAS (19,861) (18,407)
Administrative expenses TR (85,046) (100,249)
Profit from operation E A 49,699 34,603
Net allowance of expected credit loss ~ FEER{E EE51B#5 $ 48 61,000 (177,991)
Other operating expense HEEM= (1,574) (89,575)
Finance costs C=YR7%: 8 (103,048) (111,086)
Share of profit/(loss) of associates want=) i —L/N=Ib vl
/ (B538) 1,960 (334)
(Loss)/gain on disposal of subsidiaries ~ HEMBATZ
(518 i a 37 (356) 2,490
Profit/(loss) before taxation R ANEA S (B518) 7 7,681 (341,893)
Taxation nia 11 (2,224) 984
PROFIT/(LOSS) FOR THE YEAR FEERF (F518) 5,457 (340,909)
Other comprehensive income/(expense) Efth 2@ A~ (FIx2)
ltems that may be reclassified HEBAEEMDEE
subsequently to profit or loss: BmzEE
Release of exchange differences upon  HEEA S RF#E ]
disposal of subsidiaries bE R =R (68) 825
Exchange differences arising on ME BN EFRIGE AT
translation of foreign operations and EEZERERE
associates 41,480 (51,488)
Total comprehensive income/(expense) FEEZEUIA
for the year (B #8%R 46,869 (391,572)

74 China Beidahuang Industry Group Holdings Limited
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND ) OTHER COMPREHENSIVE INCOME
rEEnkEMEERARR

Year ended 31 December 2020
BHE_ZZF+_A=1+—HILEFE

2020 2019
Notes HK$'000 HK$'000
B =t FET FET
Profit/(loss) attributable to: THEMSER] (B58) !
Owners of the Company KABHEA A 14,778 (291,072)
Non-controlling interests JEPERG RS (9,321) (49,837)
5,457 (340,909)
Total comprehensive income/(expense) &G 2 EUWA
attributable to: (BY) #B8%E !
Owners of the Company PN/NETEZZS DN 55,134 (339,652)
Non-controlling interests JEERG T (8,265) (51,920)
46,869 (391,572)
EARNINGS/(LOSS) PER SHARE sREF (518 13
— Basic and diluted (in HK cents) —E AR GBI 0.24 (4.94)

PEERREXREMERBRAR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mE MBIk RER
31 December 2020
“BBE+_A=+—H

2020 2019
Notes HK$'000 HK$'000
s FAET FET
NON-CURRENT ASSETS ERBEE
Property, plant and equipment EN Y 14 63,394 75,010
Investment properties KREME 15 426,959 395,602
Right-of-use assets EREEE 16 783,552 748,469
Rental deposits paid BENHEEEE 19 3,849 10,263
Goodwill [k 20 36,751 34,646
Other intangible assets HihmArEE 21 9,315 62,990
Interests in associates =/ NI S 22 287,194 278,734
1,611,014 1,605,714
CURRENT ASSETS WENEE
Inventories 75 23 66,560 48,393
Properties for sale FEME 24 287,046 202,813
Trade receivables FEWE Z AR 25 107,961 96,681
Loan receivables R E = 18 354,125 360,038
Prepayments, deposits and other FENRIEBE-EERk
receivables Hh g IE 26 522,852 537,387
Financial assets at fair value through FiEERRANESR
profit or loss TRIEE 17 = 33,857
Pledged deposits BIRFRFE™R 27 18,857 47,777
Cash and cash equivalents RERIREEEY 27 26,115 79,995
1,383,516 1,406,941
CURRENT LIABILITIES mENEE
Trade and bills payables B ZERAREGEE 28 105,668 173,506
Other payables and accruals HMENMIBERESER 29 84,214 172,324
Contract liabilities a88E 30 181,485 85,200
Bank and other borrowings RITREMEES 31 393,024 541,962
Amounts due to related parties & 15 BRI Bk 75 FRIE 41 3,678 6,639
Tax payable FEIRIE 8,936 1,823
Lease liabilities HEE®RE 34 127,806 105,289
Convertible bonds AR ES 33 108,222 -
1,013,033 1,086,743
NET CURRENT ASSETS MENE ERE 370,483 320,198
TOTAL ASSETS LESS CURRENT BEERERRBARE
LIABILITIES 1,981,497 1,925,912

China Beidahuang Industry Group Holdings Limited
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ma MBIk RER
31 December 2020
“eosEtsA=+-H

2020 2019
Notes HK$'000 HK$'000
s FET FET
NON-CURRENT LIABILITIES JERENEE
Deferred tax liabilities RERIBEBEE 32 22,711 43,896
Lease liabilities HEEaR 34 688,113 652,760
Total non-current liabilities EREEMEEE 710,824 696,656
Net assets BEEFE 1,270,673 1,229,256
EQUITY i
Equity attributable to owners of KABGEE AELER
the Company
Share capital [N 35 622,513 622,513
Reserves = 662,686 606,824
1,285,199 1,229,337
Non-controlling interests JEEERR (14,526) (81)
Total equity R 4B RE 1,270,673 1,229,256

The consolidated financial statements on pages 74 to 227
were approved and authorised for issue by the board of
directors on 30 March 2021 and are signed on its behalf by:

Li Jiehong
Director

HUERIEZGEYERREEFEN T
C—FZAS+ARERBETE BET
SIEFHRRES :

Ao i 4
EFE

Ke Xionghan
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

n‘Tm*

HEBE

Year ended 31 December 2020

BE_ T T+ _A=+—HILEE
Attributable to owners of the parent
BRATRE A
Share Share Convertible Exchange Non-
Issued premium option bond fluctuation  Accumulated controlling
capital account reserve reserve reserve losses Sub-total interests Total equity
kR i
BETRE TRiMEREER BRERE it 1 RENGE 2itBE it iR 4]
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i3 FEn FEn TEn TEn FiEn TEn TE7 TEn FiEn
At 1 January 2019 RZE-h&E-B-B 561,726 1,620,105* 38,398* 9,894* (166,241)* (604,873)* 1,459,009 52,980 1,511,989
Loss for the year FEFR - - - - - (291,072) (291,072) (49,837) (340,909)
Other comprehensive expense for the year FEAMRERY
Release of exchange reserve upon HENRATRBOER RS
disposal of subsidiaries - - - - 825 - 825 - 825
Exchange differences on translation BEENEBREELAT
of foreign operations and associate EEZERER - - - - (49,405) - 49,405) (2,083) (51,488)
Total comprehensive loss for the year FEZEHELE - - - - (48,580) (291,072) (339,652) (51,920) (391,572
Issue of shares upon subscription of new shares - A SBEERTR B BRI 62,487 53,114 - - - - 115,601 - 115,601
Share issuing expenses Bip%aHER - (1,000) - - - - (1,000) - (1,000)
Repurchase of ordinary shares BOLER (1,700) 2921 - - - - (4.621) - (4621)
Transfer to accumulated losses upon mature ~ FREJARESZIHE
convertible bonds HREZHEER - - - (9,894) - 9,894 - - -
Released upon disposal of a subsidiary HENBARRER - - - - - - - (1,141) (1,141)
Lapse of share options BRELY - - (3839 - - 38,398 - - -
At 31 December 2019 RIB-hE
+ZB=+-H 622,513 1,669,298* - - 214.821)* (847,653)* 1,229,337 81) 1,229,256
Profit for the year FERF - - - - - 14,778 14,778 (9.321) 5,457
Other comprehensive income for the year FEEMEERA
Release of exchange reserve upon HEMBARRREERHE
disposal of subsidiaries - - - - (68) - (68) - (68)
Exchange differences on translation BEBNEBREEAT
of foreign operations and associate EF7ERER - - - - 40,424 - 40,424 1,056 41,480
Total comprehensive income for the year FE2ANARE - - - - 40,356 14,478 55,134 (8,265) 46,869
Dividends paid to non-controlling interests SRFEERERZRE - - - - - - - (4927) (8,927)
Issue of convertible bonds BiTAARES 3 - - - 728 - - 728 - 8
Released upon disposal of a subsidiary HERBATREE 37 - - - - - - - (1,253) (1,253)
At 31 December 2020 RZIEZBE
+ZB=+-H 622,513 1,669,298* = 728* (174,465)* (832,875)% 1,285,199 (14,526) 1,210,673
* These reserve accounts comprise the consolidated reserves * ZEREROANGEMBRARZE

of HK$662,686,000 (2019: HK$606,824,000) in the
consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS
n‘7|' = EE@/}ILE‘IEE

Year ended 31 December 2020
BE_T_THE+_A=1+—HILHFE

2020 2019
Notes HK$'000 HK$'000
B = FAET FET
CASH FLOWS GENERATED FROM RETHFRFHRERE
OPERATING ACTIVITIES
Pofit/(loss) before taxation I ELEA], (E518) 7,681 (341,893)
Adjustments for: KA TR
Finance costs =N 8 103,048 111,086
Share of (profit)/loss of associates MEBE AT
(aﬁ ) /518 (1,960) 334
Interest income FE WA 6 (1,210) (4,116)
Net allowance for expected credit FLIE U B 5 BR R
losses (reversal)/recognised for (fE) MRz
trade receivables TRHAIE B 1E
BB (3.628) 19,680
Net allowance for expected MEMEW IS
credit losses (reversal)/recognised (B[o) HESEZ
for other receivables TEHAIE BE518
BB (56,576) 138,701
Net allowance for expected MEWRER ()
credit losses (reversal)/recognised Rz RIEERE
for loan receivables g pEEE (796) 19,610
Impairment loss on property, plant ME-BE KRS
and equipment BEESE 14 - 35,341
Impairment loss on goodwill e R B8 20 - 11,864
Impairment loss on intangible assets BB EREBERE 21 1,574 42,370
Loss/(gain) on disposal of HERBATZ
subsidiaries 518 (W) 37 356 (2,490)
Loss on disposal of an investment HEXREVEZEHIE
property - 120
Gain on disposal of right-of-use HEFREESE W
assets N (207) -
Depreciation of property, ME- -BERZEBITE
plant and equipment 14 13,222 18,509
Depreciation of right-of-use assets ERESEITE 143,113 132,904
Amortisation of other intangible HihErR & E#H
assets 21 10,636 10,758
Unrealised fair value gain on KB =2 R EIR
investment properties N REW T 15 (4,804) (6,152)
Unrealised fair value gain on ERiBmRANE
financial assets at fair value FIERNEMEEZ
through profit or loss REIF A A BEWTD = (7,055)
Realised fair value loss on disposal HEBBIBTIRANE
of financial assets at fair value TR EMEE 2B
through profit or loss RARERE 122 -
210,571 179,571
Increase in properties for sale RFEYEIG N (68,179) -
(Increase)/decrease in inventories =8 @gm R (14,437) 7,807
Decrease in trade receivables & U B 2 BR FRL 12,300 7,667
Decrease/(increase) in prepayments, FENME TR
deposits and other receivables H h fE W R IE
S (g0 44,268 (118,034)
Decrease/(increase) in loan receivables  FEWERUR/L ~ (1 /0) 27,134 (21,895)
Decrease in trade payables FE(T B 5 BRFUR D (49,067) (5,427)
(Decrease)/increase in other payables HAhERIE K
and accruals FESTE R (RiZL) & (93,408) 46,240
Increase in contract liabilities SHaBEEmnm 78,508 34,952
Cash generated from operations KSR IRE 147,690 130,881
Tax paid BERIE (22) (1,469)
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CONSOLIDATED STATEMENT OF CASH FLOWS
u7l' =] EE@/)ILE‘IEE

Year ended 31 December 2020
HE-T-TEI-A-+—BLEE

2020 2019
Notes HK$°000 HK$'000
B 5 FAET FAET
Net cash generated from KEEBTR
operating activities & 358 147,668 129,412
CASH FLOWS GENERATED FROM KREFBFRES
INVESTING ACTIVITIES RERE
Bank interest received BUIRITHIR 1,210 1,208
Purchases of property, BEME -BEMKE
plant and equipment (529) (14,916)
Purchase of an investment property BEREY = (2,052) -
Proceeds from disposal of HEREMEMEMIE
an investment property - 1,161
Net cash inflow from HEWNBRABZRE
disposal of subsidiaries TN ERE 37 1,137 67,713
Proceed from disposal of financial HEZBBERERAMNE
assets at fair value through SR EMEEZ
profit or loss FrSRIA 33,926 -
Decrease in amounts due to related &1 A Bk 75 =R IE R L
parties (2,052) (5,835)
Net cash flows generated from KREFBE
investing activities REMEFEE 31,640 49,331
CASH FLOWS USED IN BB EBNFR A
FINANCING ACTIVITIES RERE
Proceeds from issue of shares, BTRADPRISFRIA
net of share issuing expenses MERERN BT 35 — 114,601
Repurchase of shares AR — (4,621)
New bank and other borrowings MG IRIT REMEER 100,340 144,390
Dividends paid to non-controlling SN FIFERERZKE
interests (4,927) -
Repayment of bank and BEIETREMES
other borrowings (129,165) (121,258)
Repayment of convertible bonds BEITBRRES = (5,000)
Repayment of lease liabilities BEEHEaRE (173,011) (163,985)
Decrease in bills payable FET E R D (25,238) (62,114)
Withdrawal of pledged bank deposits 12 EXEIKIFIRITIER 103,426 104,617
Deposits pledged to bank KB FIRITZER (73,257) (70,035)
Interest paid BETFE (47,165) (53,291)
Net cash flows used in financing MEEBMARERE
activities JHER (248,997) (116,696)
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CONSOLIDATED STATEMENT OF CASH FLOWS

nﬁiziﬁﬁzuusi%ﬁ
Year ended 31 December 2020
HE —EFEF+"A=1+—HIEFE
2020 2019
Notes HK$'000 HK$'000
s FET FET
NET (DECREASE)/INCREASE IN RERREEEY
CASH AND CASH EQUIVALENTS GREZL) /g mni$%a (69,689) 62,047
Cash and cash equivalents FYNRERIREZFEY
at beginning of year 79,995 32,245
Effect of foreign exchange rate SN PR RS ER L EIF LB
changes, net 15,809 (14,297)
CASH AND CASH EQUIVALENTS FHRNREKRINEEEY
AT END OF YEAR 26,115 79,995
ANALYSIS OF BALANCES OF CASH IR&KRIREZEY
AND CASH EQUIVALENTS EEROh
Represented by: 15!
Cash and cash equivalents as stated RIREMBRRERET 2
in the consolidated statement of BERIB2EEY
financial position 27 26,115 79,995
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CORPORATE INFORMATION

China Beidahuang Industry Group Holdings Limited
is a public limited liability company incorporated in
the Cayman Islands. Its shares are listed on The Stock
Exchange of Hong Kong Limited. Mr. Jiang Jianjun,
Beidahuang (HK) International Trade Co., Limited, and
Ms. Li Zhuoxun are the substantial shareholders of
the Company. The registered address of the Company
is P.O. Box 309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands. The address of its principal
place of business is Room 225, 2/F, Mega Cube, 8
Wang Kwong Road, Kowloon Bay, Kowloon, Hong
Kong.

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

BASIS OF PREPARATION

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) (which include all
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations)
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), For the purpose of
preparation of the consolidated financial statements,
information is considered material if such information
is reasonably expected to influence decisions made by
primary users. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) and the Hong
Kong Companies Ordinance.

China Beidahuang Industry Group Holdings Limited
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2.1.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PREPARATION (continued)

Going concern basis

As at 31 December 2020, the Group had default
payments included; i) default secured bond
of approximately HK$109,000,000 to secured
bondholder with interest of approximately
HK$21,800,000 (the “Default Secured Bond"”); ii)
default unsecured bonds HK$82,300,000 to the
unsecured bondholders with interest of approximately
HK$6,050,000 (the “Default Unsecured Bond”). In
addition, the Group had outstanding bank and other
borrowings and convertible bonds of approximately
HK$169,533,000 and HK$108,222,000 respectively
which were due for repayment or renewal in the next
twelve months after 31 December 2020.

However, the Group’s cash and cash equivalents
of approximately HK$26,115,000 and the financial
resources available to the Group as at 31 December
2020 may not be sufficient to repay the Default
Secured Bond and the Default Unsecured Bond. In
preparing the consolidated financial statements, the
Directors have given careful consideration to the
future liquidity of the Group. The Directors adopted
the going concern basis for the preparation of the
consolidated financial statements and implemented
the following measures in order to improve the
working capital and liquidity and cash flow position of
the Group:

1) Existing business
Management has been endeavoring to improve
the Group’s operating results and cash flows
through various cost control measures and will
focus on the existing business.

2) Negotiating with creditors’ new terms of other
borrowings
The Group is negotiating with secured
bondholder to extend the Default Secured
Bond and with unsecured bondholders to
extend the Default Unsecured Bond. In the
opinion of the Directors, the Default Secured
Bond and the Default Unsecured Bond will not
be recalled until agreeing the new terms by
the Group and the secured bondholders and
unsecured bondholders. Up to the date of this
report, approximately HK$35,700,000 of the
Default Unsecured Bond has been successfully
extended.
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2.1.

BASIS OF PREPARATION (continued)

Going concern basis (continued)

3) Disposal of non-financial assets or properties
for sale
The Group may consider to dispose non-financial
assets or properties for sale if required.

4) Financial support

A substantial shareholder of the Company
has agreed to continuously provide financial
support for the continuing operations of the
Company so as to enable it to meet its liabilities
when they fall due and carry on its business
without a significant curtailment of operations
in the twelve months from the date of approval
of consolidated financial statement.

5) Necessary facilities
Up to the date of this report, the Group
had credit facilities of a total amount
of HK$150,000,000 granted by finance
companies which are independent third parties.

In the opinion of the Directors, in light of the various
measures or arrangements implemented after the
end of reporting period together with the expected
results of the other measures, the Group will have
sufficient working capital for its current requirements
and it is reasonable to expect the Group to remain a
commercially viable concern. Accordingly, the Directors
are satisfied that it is appropriate to prepare the
consolidated financial statements on a going concern
basis.

Should the Group be unable to continue to operate as
a going concern, adjustments would have to be made
to write down the value of assets to their recoverable
amounts, to provide for any future liabilities which
might arise and to reclassify non-current assets and
liabilities as current assets and liabilities respectively.
The effect of these adjustments has not been reflected
in the consolidated financial statements.
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2.1

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”)
for the year ended 31 December 2020. The
financial statements of the subsidiaries are prepared
for the same reporting period as the Company,
using consistent accounting policies. The results
of subsidiaries are consolidated from the date of
acquisition, being the date on which the Group
obtains control, and continue to be consolidated until
the date that such control ceases. All intra-group
balances, transactions, unrealised gains and losses
resulting from intra-group transactions and dividends
are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is
attributed to the non-controlling interest even if that
results in a deficit balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and
recognises (i) the fair value of the consideration
received, (i) the fair value of any investment retained
and (iii) any resulting surplus or deficit in profit or
loss. The Group’s share of components previously
recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as
appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.2  APPLICATION OF NEW AND AMENDMENTS TO 2.2
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")
New and Amendments to HKFRSs that are
mandatory effective for the current year

Amendments to  Definition of Material
HKAS 1 and
HKAS 8
Amendments to  Definition of a Business
HKFRS 3
Amendments to  Interest Rate Benchmark Reform
HKFRS 9, HKAS
39 and HKFRS 7

The application of the Amendments to References to
the Conceptual Framework in HKFRS Standards and
the amendments to HKFRSs in the current year had no
material impact on the Group’s financial positions and
performances for the current and prior years and on
the disclosures set out in these consolidated financial
statements.
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2.2

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)

New and amendments to HKFRSs in issue but not

yet effective
HKFRS 17

Amendments to
HKFRS 16
Amendments to

HKFRS 3
Amendments to
HKFRS 9,
HKAS 39,
HKFRS 7,
HKFRS 4 and
HKFRS 16

Amendments to
HKFRS 10
and HKAS 28

Amendments to
HKAS 1

Amendments to
HKAS 16

Amendments to
HKAS 37

Amendments to
HKFRSs

Insurance Contracts and the related
Amendments'

COVID-19-Related Rent Concessions*
Reference to Conceptual Framework?

Interest Rate Benchmark Reform —
Phase 2°

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

Classification of Liabilities as Current or
Non-current and related amendments
to Hong Kong Interpretation 5 (2020)'

Property, Plant and Equipment — Proceeds
before Intended Use?

Onerous Contracts — Costs to fulfilling
a Contract?

Annual Improvement to
HKFRSs 2018-20202

! Effective for annual periods beginning on or after 1
January 2023.

2 Effective for annual periods beginning on or after 1
January 2022.

3 Effective for annual periods beginning on or after a
date to be determined.

4 Effective for annual periods beginning on or after 1
June 2020.

E Effective for annual periods beginning on or after 1

January 2021.
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2.2

2.3

APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)

New and amendments to HKFRSs in issue but not
yet effective (continued)

The directors of the Company anticipate that the
application of all other new and amendments
to HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable
future.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Company.
The Company 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. When
assessing whether the Company has power, only
substantive rights (held by the Company and other
parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flow
and any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to
the company, and in respect of which the Group has
not agreed any additional contractual obligation in
respect of those interests that meets the definition
of a financial liability. For each business combination,
the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling
interests’ proportionate share of the subsidiary’s net
identifiable assets.

The results of subsidiaries are included in the
Company'’s statement of profit or loss to the extent
of dividends received and receivable. The Company’s
investments in subsidiaries that are not classified as
held for sale in accordance with HKFRS 5 are stated at
cost less any impairment losses.

China Beidahuang Industry Group Holdings Limited
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence
is the power to participate in the financial and
operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting,
except when the investment, or a portion thereof,
is classified as held for sale, in which case it is
accounted for in accordance with HKFRS 5. Under
the equity method, an investment in an associate
is initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter
to recognise the Group’s share of profit or loss and
other comprehensive income of the associate. When
the Group's share of losses of an associate exceeds
the Group's interest in that associate (which includes
any long-term interests, that, in substance, form
part of the Group’s net investment in the associate),
the Group discontinues recognising its share of
further losses. Additional losses are recognised only
to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf
of that associate.

An investment in an associate is accounted for using
the equity method from the date on which the
investee becomes an associate. On acquisition of the
investment in an associate, any excess of the cost of
the investment over the Group's share of the net fair
value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any
excess of the Group's share of the net fair value of
the identifiable assets and liabilities over the cost of
the investment, after re-assessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognize
any impairment loss with respect to the Group’s
investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill)
is tested for impairment in accordance with HKAS 36
“Impairment of assets” as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of
the investment subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be
an associate. When the Group retains an interest
in the former associate and the retained interest is
a financial asset, the Group measures the retained
interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition in
accordance with HKAS 39. The difference between
the carrying amount of the associate at the date the
equity method was discontinued, and the fair value of
any retained interest and any proceeds from disposing
of a part interest in the associate is included in the
determination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all
amounts previously recognised in other comprehensive
income in relation to that associate on the same
basis as would be required if that associate had
directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of
the related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as a
reclassification adjustment) when the equity method is
discontinued.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to
that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal
of the related assets or liabilities.

When a group entity transacts with an associate
of the Group, profits and losses resulting from the
transactions with the associate are recognised in the
Group's consolidated financial statements only to the
extent of interests in the associate that are not related
to the Group.

Business combinations and goodwiill

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

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

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or
loss is recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

After initial recognition, goodwill is measured at cost
less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if
events or changes in circumstances indicate that the
carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31
December. For the purpose of impairment testing,
goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group's
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those
units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised.
An impairment loss recognised for goodwill is not
reversed in a subsequent period.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to
the asset. An impairment loss is charged to the profit
or loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

At the end of the reporting period, the Group reviews
the carrying amounts of its property, plant and
equipment, right-of-use assets, intangible assets with
finite useful lives and contract costs to determine
whether there is any indication that these assets have
suffered an impairment loss. If any such indication
exists, the recoverable amount of the relevant asset
is estimated in order to determine the extent of
the impairment loss (if any). Intangible assets with
indefinite useful lives and intangible assets not yet
available for use are tested for impairment at least
annually, and whenever there is an indication that they
may be impaired.

The recoverable amount of property, plant and
equipment, right-of-use assets, and intangible assets
are estimated individually. When it is not possible
to estimate the recoverable amount individually, the
Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets (continued)

In addition, the Group assesses whether there is
indication that corporate assets may be impaired.
If such indication exists, corporate assets are also
allocated to individual cash-generating units, when
a reasonable and consistent basis of allocation can
be identified, or otherwise they are allocated to the
smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be
identified.

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

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

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or of a parent of
the Group;

or

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

(i) the entity and the Group are members
of the same group;

(i) one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the
other entity);
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Related parties (continued)
(b) (continued)

(ii)

(iv)

(v)

(vi)

(vii)

(viii)

the entity and the Group are joint
ventures of the same third party;

one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

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

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

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

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the Group's parent.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than
construction in progress, are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use.

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

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

Over the shorter of the
lease terms or 33%

10%-25%

10%

Leasehold improvements,
furniture and fixtures

Motor vehicles

Infrastructure and building

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

Property, plant and equipment and depreciation
(continued)

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

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

Intangible assets (other than goodwill)

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

Trademarks

Trademarks with definite useful lives are stated at cost
less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of
10 to 30 years.

Trademarks with indefinite useful lives are not
amortised and is reviewed annually to determine
whether events and circumstances continue to support
the indefinite useful life assessment for that asset.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible assets (other than goodwiill)
(continued)

Contracts

Contracts are stated at cost less any impairment losses
and are amortised on the straight-line basis over 5
years.

Leases

Definition of a lease

A contract is a contract 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.

For contracts entered into or modified or arising
from business combinations on or after the date
of initial application, the Group assesses whether a
contract is or contains a lease based on the definition
under HKFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not
be reassessed unless the terms and conditions of the
contract are subsequently changed.

The Group as a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component
and one or more additional lease or non-lease
components, the Group allocates the consideration in
the contract to each lease component on the basis of
the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease
components, including contract for acquisition of
ownership interests of a property which includes both
leasehold land and non-lease building components,
unless such allocation cannot be made reliably.

The Group also applies practical expedient not
to separate non-lease components from lease
component, and instead account for the lease
component and any associated non-lease components
as a single lease component.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessee (continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of properties that have a lease
term of 12 months or less from the commencement
date and do not contain a purchase option. It also
applies the recognition exemption for lease of low-
value assets. Lease payments on short-term leases and
leases of low-value assets are recognised as expense
on a straight— line basis or another systematic basis
over the lease term.

Right-of-use assets
The cost of right-of-use asset includes:

o the amount of the initial measurement of the
lease liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received;

o any initial direct costs incurred by the Group;
and

o an estimate of costs to be incurred by the

Group in dismantling and removing the
underlying assets, restoring the site on which
it is located or restoring the underlying asset
to the condition required by the terms and
conditions of the lease, unless those costs are
incurred to produce inventories.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessee (continued)

Right-of-use assets (continued)

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

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.

The Group presents right-of-use assets as a separate
line item on the consolidated statement of financial
position.

Refundable rental deposits

Refundable rental 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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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessee (continued)

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid at
that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing
rate at the lease commencement date if the interest
rate implicit in the lease is not readily determinable.

Lease payments included in the measurement of the
lease liability comprise:

o fixed lease payments (including in-substance
fixed payments), less any lease incentives
receivable;

o variable lease payments that depend on an

index or rate, initially measured using the index
or rate at the commencement date;

o the amount expected to be payable by the
lessee under residual value guarantees;

o the exercise price of purchase options, if the
lessee is reasonably certain to exercise the
options; and

o payments of penalties for terminating the lease,

if the lease term reflects the exercise of an
option to terminate the lease.
After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessee (continued)

Lease liabilities (continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

o the lease term has changed or there is a change
in the assessment of exercise of a purchase
option, in which case the related lease liability
is remeasured by discounting the revised lease
payments using a revised discount rate at the
date of reassessment.

o the lease payments change due to changes
in market rental rates following a market rent
review/expected payment under a guaranteed
residual value, in which cases the related lease
liability is remeasured by discounting the revised
lease payments using the initial discount rate.

The lease liability is presented as a separate line in the
consolidated statement of financial position.

Lease modifications
The Group accounts for a lease modification as a
separate lease if:

o the modification increases the scope of the
lease by adding the right to use one or more
underlying assets; and

o the consideration for the leases increases by
an amount commensurate with the stand-
alone price for the increase in scope and
any appropriate adjustments to that stand-
alone price to reflect the circumstances of the
particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessor

Leases for which the Group is a lessor are classified as
finance or operating leases. Whenever the terms of
the lease transfer substantially all the risks and rewards
of ownership to the lessee, the contract is classified
as a finance lease. All other leases are classified as
operating leases.

Amounts due from lessees under finance leases are
recognised as receivables at the commencement date
at amounts equal to the Group’s net investment in
the leases, measured using the interest rate implicit
in the respective lease. Initial direct costs (other than
those incurred by manufacturer or dealer lessors)
are included in the initial measurement of the net
investments in the leases. Interest income is allocated
to accounting periods so as to reflect a constant
periodic rate of return on the Group's net investment
outstanding in respect of the leases.

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset, and
such costs are recognised as an expense on a straight-
line basis over the lease term except for investment
properties measured under fair value model.

Interest and rental income which are derived from the
Group's ordinary course of business are presented as
revenue.

Allocation of consideration to components of a
contract

When a contract includes both lease and non-
lease components, the Group applies HKFRS 15 to
allocate the consideration under the contract to each
component. Non-lease components are separated
from lease component on the basis of their relative
stand-alone selling prices.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

The Group as a lessor (continued)

Refundable rental deposits

Refundable rental deposits received are accounted for
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments from lessees.

Lease modification

The Group accounts for a modification to an operating
lease as a new lease from the effective date of the
modification, considering any prepaid or accrued lease
payments relating to the original lease as part of the
lease payments for the new lease.

Financial instruments

Financial assets and financial liabilities are recognised
when the group entity becomes a party to the
contractual provisions of the instrument.

Recognised financial assets and financial liabilities
are initially measured at fair value except for trade
receivable arising from contracts with customers which
are initially measured in accordance with HKFRS 15.
Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial
liabilities 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 (“"FVTPL") are recognised immediately in profit
or loss.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial assets

Classification and measurement of financial assets at
amortised cost

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business
model whose objective is to collect contractual
cash flows; and

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

Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

o the financial asset is held within a business
model whose objective is achieved by both
selling and collecting contractual cash flows;
and

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

All other financial assets are subsequently measured
at FVTPL, except that at the date of initial application/
initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in
fair value of an equity investment in OCI if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 Business Combinations
applies.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Classification and measurement of financial assets at
amortised cost (continued)

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose
of selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual
pattern of short-term profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at
the amortised cost or FVTOCI as measured at FVTPL
if doing so eliminates or significantly reduces an
accounting mismatch.

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-
impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income
is recognised by applying the effective interest rate
to the amortised cost of the financial asset from the
next reporting period. If the credit risk on the credit-
impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following
the determination that the asset is no longer credit
impaired.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated
as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value
gains or losses recognised in profit or loss. The net
gain or loss recognised in profit or loss excludes any
dividend or interest earned on the financial asset and
is included in the “other revenue and other income”
line item.

Impairment of financial assets

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
HKFRS 9 (including trade receivables, loan receivables,
other receivables, pledged bank deposit and cash and
cash equivalents). The amount of ECL is updated at
each reporting period to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of
the relevant instrument. In contrast, 12-month ECL
("12m ECL") represents the portion of lifetime ECL
that is expected to result from default events that are
possible within 12 months after the reporting period.
Assessment are done 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 conditions at
the reporting period as well as the forecast of future
conditions.

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Significant increase in credlit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting period with the
risk of a default occurring on the financial instrument
as 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.

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

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

o significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default
swap prices for the debtor;

o 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;

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

o 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.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Significant increase in credit risk (continued)
Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk 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.

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.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed internally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors,
including the Group, in full.

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is 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.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default 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:

(a) significant financial difficulty of the issuer or the
borrower;

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

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

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e)  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 counterparty is
in severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial
assets written off may still be subject to enforcement
activities under the Group's recovery procedures,
taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or loss.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Measurement and recognition of ECL

The measurement of ECL 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.
Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the
respective risks of default occurring as the weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the financial
instruments are grouped on the following basis:

° Nature of financial instruments (i.e. the Group's
trade receivable, loan receivables and other
receivables) are each assessed as a separate
group. Loans to related parties are assessed for
ECL on an individual basis);

° Past-due status;
o Nature, size and industry of debtors; and
o External credit ratings where available.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

2.3

FEGHHRME (&)

T A (&)

FRHIIE BRET1R 2 51 B R Y

iﬁﬁmm SBIEZFTER S R HENR
BUBRER ENFZBEER)

)S’z MR O - BOM TR RENEKR

RZFFEDENREMEEENFEZ

BEHE - BEHEEEENMG RRE

TREE R R MR BLER - HT5 IR IR N HERY

MEEEX E R MEE °

—fRMmE > BREEEEREERESNE
HHEEENMEENIRERERER
RUWEBFFE RS RE 2B EE G
5t WIZH) T FESD R E E BB IRF AL
IHo

HIREREESERPEERE I
RERERN T EERE LR ZERRAR
BEZER cRITADRUTEED
48 :

. TR TH AIAEEEKRE SR
M B E R H A WRIE)
NEEEE B a4 B EAR - E
Bk 5 B AR5 %16 Bl B 2 ST TR
BREEF1E ;

. BHABER ;

. BHEAZHEE -BERKESET
EMY~

. Bl BZINEBIE B AR ©



2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Measurement and recognition of ECL (continued)

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case interest
income is calculated based on amortised cost of the
financial asset.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception of trade
receivables where the corresponding adjustment is
recognised through a loss allowance account.

Financial liabilities and equity instruments
Classification as financial liabilities or equity

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued
by the Company are recognised at the proceeds
received, net of direct issue costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future
cash payments (including all fees and points paid or
received that form an integral part of the effective
interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial
asset or financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial
recognition.

Interest expense is recognised on an effective interest
basis.

Financial liabilities
All financial liabilities are subsequently measured at
amortised cost using the effective interest method.

Financial liabilities at amortised cost

Financial liabilities (including trade and bills payables,
other payables and accruals, convertible bonds,
amounts due to related parties, lease liabilities
and bank and other borrowings) are subsequently
measured at amortised cost, using the effective
interest method.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Derecognition

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.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.

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 is recognised
in the profit or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress
and finished goods, comprises direct materials, direct
labour, and an appropriate proportion of overheads.
Net realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion
and disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Properties for sale

Completed properties and properties under
development for sale are stated at the lower of cost
and net realisable value. Cost includes the cost of land,
development expenditure, borrowing costs capitalized
in accordance with the Group’s accounting policy,
and other attributable expenses. Net realisable value
represents the estimated selling price for properties
for sale less all estimated costs of completion and
costs necessary to make the sale. Properties under
development for sales are transferred to completed
properties held for sales upon completion. Properties
under development for sales are transferred to
property, plant and equipment when there is a
change in use, evidenced by commencement of
owner-occupation which the carrying amount is
carried forward and transferred to property, plant and
equipment as the cost.

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise cash
on hand and demand deposits, and short term highly
liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant
risk of changes in value, and have a short maturity
of generally within three months when acquired,
less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,
which are not restricted as to use.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Provisions

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the
amount recognised for a provision is the present
value at the end of the reporting period of the future
expenditures expected to be required to settle the
obligation. The increase in the discounted present
value amount arising from the passage of time is
included in finance costs in the profit or loss.

Income tax

Income tax comprises current and deferred tax.
Income tax relating to items recognised outside profit
or loss is recognised outside profit or loss, either in
other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and
prior periods are measured at the amount expected
to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Income tax (continued)
Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from
the initial recognition of goodwill or an
asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the
temporary differences can be controlled and it
is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, the carryforward
of unused tax credits and unused tax losses can be
utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from
the initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects
neither the accounting profit nor taxable profit
or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable
future and taxable profit will be available
against which the temporary differences can be
utilised.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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 profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that
it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled,
based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the
deferred taxes relate to the same taxable entity and
the same taxation authority.

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.

2.3

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

FEGHBRBE (@

FRiSTR (@)
BIEMBEEZRETERN SRS
HARiRsY > WHIRE B EIEA B5E
RIEA U B2 B S M IEERIE
BEZKF - REDBZELERIBEETD
RERSHAREM LR FTRER BHIE
SRR i A AU [B] 2 B 5 BB AR IE AR 18
BEMR FLIFES -

BIEMBEEREBEDNREBERSHAR
BEREMRBRMIT MK (RIRE) &
ERERANEEERNARFENRE
ZBEBAMEFE-

HIRA AMRANITRF] » BEFRIERHIR
BERBEIARNEGSRE  MZELERE
BRE-MBERKE—RBHLEE A
EIERIBE E RIEERIBE R R T U
HEEH o

MEtEAEBEEDEAEEE AR
HEAENHEERZELERBEMS
FEEELBEERBNRESRER
EREEENHEER-

mMBEARANEEAaREZEER
B AEBEREBGSHERF 125
AR RED RN ERREE
REE&G AN ERYSEEHRR
FREREEEREEAR IR
Z RN AR )L SR I HI BT o

FEEATEEEEZERERAR
2020 FR

119



120

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR e M ImRMEE

31 December 2020
—-sFEt-A=+—H

2.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant
will be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to
compensate, are expensed. Where the grant relates to
an asset, the fair value is credited to a deferred income
account and is released to the consolidated statement
of profit or loss and other comprehensive income over
the expected useful life of the relevant asset by equal
annual instalments.

Revenue recognition

Revenue from contracts with customers

Revenue is recognised when or as the control of
the good or service is transferred to the customer.
Depending on the terms of the contract and the laws
that apply to the contract, control of the good or
service may be transferred over time or at a point in
time.

Control of the good or service is transferred over time
if the Group’s performance:

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

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

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

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract
by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise,
revenue is recognised at a point in time when the
customer obtains control of the goods or service.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)
Revenue from the sale of wine and liquor, trading of
food products and mineral products are recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery of
the products.

Rental income from properties leasing under operating
leases is recognised on a straight-line basis over the
lease terms.

A contract liability is recognised when the
consideration is received from customers before the
goods are delivered. A receivable is recognised when
the goods are delivered and accepted 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.

Share-based payments

The Company operates share option schemes for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success of
the operations of the Group. Employees (including
directors) of the Group receive remuneration in the
form of share-based payments, whereby employees
render services as consideration for equity instruments
("equity-settled transactions”).

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity,
over the period in which the performance and/or
service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or
credit to the profit or loss for a period represents the
movement in the cumulative expense recognised as at
the beginning and end of that period.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-
vesting condition, which are treated as vesting
irrespective of whether or not the market or non-
vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original
terms of the award are met. In addition, an expense
is recognised for any modification that increases the
total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at
the date of modification.

Where an equity-settled award is cancelled, it is
treated as if it had vested on the date of cancellation,
and any expense not yet recognised for the award
is recognised immediately. This includes any award
where non-vesting conditions within the control
of either the Group or the employee are not met.
However, if a new award is substituted for the
cancelled award, and is designated as a replacement
award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification
of the original award, as described in the previous
paragraph.

The dilutive effect of outstanding options is reflected
as additional share dilution in the computation of
earnings per share.

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the
“MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance for those employees
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Other employee benefits (continued)

Pension schemes (continued)

The employees of the Group’s subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a percentage of its payroll costs to
the central pension scheme. The contributions are
charged to the profit or loss as they become payable
in accordance with the rules of the central pension
scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction of qualifying assets, i.e., 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. The capitalisation
of such borrowing costs ceases when 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 capitalised. All other borrowing costs
are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of
funds.

Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity
are measured using that functional currency. Foreign
currency transactions recorded by the entities in the
Group are initially recorded using their respective
functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at
the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising
on settlement or transaction of monetary items are
recognised in the profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
determined. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation differences on
the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).

The functional currency of subsidiaries in Mainland
China is Renminbi (“RMB"). As at the end of the
reporting period, the assets and liabilities of these
entities are translated into the presentation currency
of the Company at the exchange rates prevailing
at the end of the reporting period and their profit
or loss are translated into Hong Kong dollars at the
weighted average exchange rates for the year. The
resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on
acquisition are treated as assets and liabilities of the
foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of subsidiaries in Mainland China
are translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong
Kong dollars at the weighted average exchange rates
for the year.
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2.3

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Construction contracts

Construction contracts are contracts specifically
negotiated with a customer for the construction of an
asset or a group of assets, where the customer is able
to specify the major structural elements of the design.

When the outcome of a construction contract can be
estimated reliably, contract costs are recognised as an
expense by reference to the stage of completion of the
contract at the end of the reporting period. When it
is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as
an expense immediately. When the outcome of a
construction contract cannot be estimated reliably,
contract costs are recognised as an expense in the
period in which they are incurred.

Construction contracts in progress at the end of the
reporting period are recorded at the net amount of
costs incurred plus recognised profit less recognised
losses and progress billings, and are presented in
the statement of financial position as the “Amounts
due from contract customers” (as an asset) or the
“Amounts due to contract customers” (as a liability),
as applicable.

Investment properties

Investment properties are properties held to earn
rentals and/or for capital appreciation (including
property under construction for such purposes).

Investment properties are measured initially at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment
properties are measured at their fair values. All of the
Group's property interests held under operating leases
to earn rentals or for capital appreciation purposes are
classified and accounted for as investment properties
and are measured using the fair value model. Gains
and losses arising from changes in the fair value of
investment properties are included in profit or loss in
the period in which they arise.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment properties (continued)

Construction costs incurred for investment properties
under construction are capitalized as part of the
carrying amount of the investment properties under
construction.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits
are expected from its disposals. Any gain or loss
arising on derecognition of the property (calculated
as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in
profit or loss in the period in which the property is
derecognised.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in
the future.

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
described below.

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Estimation of expected credit losses of trade, loan and
other receivables

The loss allowances for financial assets are based on
assumptions about risk of default and expected loss
rates. The Group uses judgement at amortised cost in
making these assumptions and selecting the inputs to
the impairment calculation, based on the Group’s past
history, existing market conditions as well as forward-
looking estimates at the end of each reporting period.
Details of the key assumptions and inputs used
are disclosed in note 42. Due to greater financial
uncertainty triggered by the COVID-19 pandemic, the
Group has increased the expected loss rates in the
current year as there is higher risk that a prolonged
pandemic could led to increased credit default rates.

Useful lives of property, plant and equipment

The Group determines the estimated useful lives and
related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property,
plant and equipment of similar nature and functions.
Management will revise the depreciation charge where
useful lives are different to previously estimated, or will
write off or write down technically obsolete or non-
strategic assets that have been abandoned or sold.

Useful lives of other intangible assets

The Group determines the estimated useful lives
and related amortisation charges for its intangible
assets other than goodwill. This estimate is based on
the expected pattern of consumption of the future
economic benefits embodied in the asset or the
contractual or other legal rights associated with the
assets. The Group will revise the amortisation period
and the amortisation method for an intangible asset
where the useful life is different to that previously
estimated.
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SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Provision for inventories

Provision for inventories is made based on the
assessment of net realisable value. Estimates of net
realisable value are based on the latest invoice prices
and current market conditions. Where the actual
outcome or expectation in future is different from
the original estimates, such differences will have an
impact on the carrying amounts of inventories and the
amount of provision/reversal of provision in the periods
in which such estimates have been changed.

Estimated net realisable value on properties for sale

In determining whether allowances should be made
for the Group's properties for sale, the Group takes
into consideration the current market environment
and the estimated net realisable value (i.e. 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).
An allowance is made if the estimated or actual
net realisable value of the properties for sale is
less than expected as a result of change in market
condition and/or significant variation in the budgeted
development cost, material provision for impairment
losses may result. As at 31 December 2020, the
carrying amount of the properties under development
is HK$287,046,000 (2019: HK$202,813,000).

Fair value of financial instruments

The fair value of financial instruments that are
not traded in an active market is determined by
using appropriate valuation techniques and making
assumptions that are based on market condition’s
existing at each reporting date. Refer to note 42 for
the fair value measurement of financial instruments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Deferred taxation on investment properties

For the purposes of measuring deferred tax
liabilities arising from investment properties that
are measured using the fair value model, the
directors of the Company have determined that
all of the Group’s investment properties as at 31
December 2020 amounting to HK$426,959,000
(2019: HK$395,602,000) situated in the PRC are
held under a business model whose objective is to
consume substantially all of the economic benefits
embodied in the investment properties over time,
rather than through sale. The presumption that the
carrying amounts of certain of the Group's investment
properties situated in the PRC are recovered entirely
through sale has been rebutted and the deferred
tax on the changes in fair value of these investment
properties is recognised according to the relevant tax
rules.

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

Right-of-use assets and property, plant and equipment
are stated at costs less accumulated depreciation
and impairment, if any. 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.
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.
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3.

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Impairment of right-of-use assets and property, plant
and equipment (continued)

As at 31 December 2020, the carrying amounts of
right-of-use assets and property, plant and equipment
amounted to HK$783,552,000 and HK$63,394,000
(2019: HK$748,469,000 and HK$75,010,000),
respectively. No impairment losses on right-of-use
assets and property, plant and equipment (2019:
HK$Nil and HK$35,341,000), during the year ended
31 December 2020. Details of the right-of-use assets
and property, plant and equipment are disclosed in
Notes 16 and 14 respectively.

Impairment of other intangible assets and goodwill
The Group determines whether other intangible assets
and goodwill are impaired at least on an annual
basis. This requires an estimation of the value in use
of the cash-generating units to which the goodwill
is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future
cash flows from the cash-generating units and also to
choose a suitable discount rate in order to calculate
the present value of those cash flows. The carrying
amount of other intangible assets and goodwill
at 31 December 2020 was HK$9,315,000 and
HK$36,751,000, respectively (2019: HK$62,990,000
and HK$34,646,000). Further details are disclosed in
Notes 21 and 20 respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised
into business units based on their products and
services and has six reportable operating segments as
follows:

(@) the wine and liquor segment is engaged in the
sale and distribution of wine and liquor;

(b)  the trading of food products segment is
engaged in wholesaling and retailing of staple
food, cooking oil, alcohol and beverage, frozen
and fresh food, commodity hog;

(c) the construction and development segment is
engaged in construction and land development;

(d)  the rental segment is engaged in the leasing
of logistic facilities in Hong Kong and office
facilities in the People’s Republic of China
("PRC");

(e) the financial leasing segment is engaged in the
provision of financial leasing services; and

(f) the mineral products segment is engaged in the
flotation selection of non-ferrous metals mines
and sales of mineral products.

The management monitors the results of the Group's
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance
is evaluated based on reportable segment results.
Segment results are measured consistently with the
Group's profit before tax except that interest income,
finance costs as well as head office and corporate
expenses are excluded from such measurement.

Segment assets exclude pledged deposits, cash and
cash equivalents and other unallocated head office
and corporate assets as these assets are managed on a
group basis.

Segment liabilities exclude bank and other borrowings,
amounts due to related parties and other unallocated
head office and corporate liabilities as these liabilities
are managed on a group basis.
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OPERATING SEGMENT INFORMATION (continued) 4. ﬁg@%ﬁ;ﬁﬁ*ﬁl (,%%)
Trading  Construction
Wine and of food and Financial Mineral
liquor products  development Rental leasing products Unallocated Total
ERR
BE EERR e g HERE RE FAR @3t
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS 000 HKS'000 HKS'000
TAn T TAR T TiEn T TiEn T
Year ended 31 December 2020 HE_Z-ZETCR=T-H
Jlz:3:
Segment revenue: HEBA
Sales to external customers HEFHRBR 645 43223 - 256,876 13,841 155,510 - 859,095
Revenue from contracts with customers ZE&HKA
Timing of revenue recognition WARERBS S
Atapoint in time Bg 645 432,223 - - - 155,510 - 588,378
Revenue from other sources BRI = - - 256,876 13,841 - - 0,717
Other gains or (losses) Rt (555) - 1,651 - 4302 2,057 545 - 8,555
Other operating income/(expenses) EtEEBA/ B - (994) 12 (25) 69,219 (8,566) - 59,646
645 432,880 12 261,153 85117 147,489 - 927,296
Segment results NERE (487) 3,851 12 12,613 74,154 27,049 - 117,192
Reconciliation: Eo
Interest income FISHA 1,210
Unallocated other operating income or loss ~ RAEE AT A 216548 3,130
Corporate and other unallocated expenses £ REMFHRFL (10447)
Finance costs EEGES (103,048)
Loss on disposal of subsidiaries HEMBATZER (356)
Profit before taxation FAATER 7,681
Taxation B (2,224)
Profit for the Year FERF 5,457
Segment assets NEEE 99,498 401,154 342,106 1,207,050 356,019 308,325 - 2,114,152
Reconcillation: e
Elimination of intersegment receivables 53§ ERENFIE (961,426)
Corporate and other unallocated assets ~ EEREMFHEREE 1241804
Total assets BELE 2,994,530
Segment liabilities NERE 36,432 323,351 116,387 921,935 113,036 80,280 - 1,591,421
Reconcillation: .
Elimination of intersegment payables HYHBREMNTE (961,426)
Corporate and other unallocated liabilites R EREMFNRER 1,093,862
Total liabiities BEAE 1,723,857
Other segment information EfhAEER
Share of profit of associates HEBREARER - - - - - - 1,960 1,960
Loss on disposal of subsidiaries HEMBARZES - - - - - - (356) (356)
Net allowance for expected creditlosses — FEIELE 551 (FEsR) /BRI Z
(recognised)/reversal on trade receivables (3] | = = = m = 3,456 = 3,628
Net allowance for expected credit E ) /BEZ
losses (recognised)reversal on R
other receivables - (994) 12 (197) 67,450 (12,022) 2,321 56,576
Net allowance for expected credit ) /EEz
losses (recognised)reversal on BHCEFRERIE
loan receivables - - - - 1,769 - (973) 79
Impairment loss on intangible assets FNEEHERE - - - - = = (1.574) (1,574)
Depreciation and amortisation MERESH (1,768) (531) (64) (160,761) (364) (2,866) (617) (166,971)
Interests in associates REENE 2B - - - - - - 287,194 287,19
Capital expenditure* BRRZ - - - 4 2,085 49 - 2,581
Fair value loss on disposal of HERBRRRALEIEZ
financial assets at fair value SHEEZANEEE
through profit or loss - - - - - - (122) (122)
Fair value gain on investment properties  REWEZ ARENRE - - - 4,804 - - - 4,804
* Capital expenditure consists of additions of property, * BEARTEEREYE BEKRRK

plant and equipment and investment properties.
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OPERATING SEGMENT INFORMATION (continued) 4., RKESFEEHE @
Trading  Construction
Wine and of food and Financial Mineral
liquor products  development Rental leasing products  Unallocated Total
B
bk BERR R A& AERS BE KAE st
HKSO00  HKSO00  HKS000  HKSO00  HKSO00  HKSOOO  HKS000  HKS'000
THERT TR T TAERT TEL TER FET TERT
Year ended 31 December 2019 HECZ-NELZR
=+-HILEE
Segment revenue: DEWA
Sales to external customers %%M%ﬁ 4,878 388,180 - 238,550 9,559 138,138 - 779,305
Revenue from contracts with ERAMBA
customers )
Timing of revenue recognition NSl
At a point in time BRE 4878 388,180 - - - 138,138 - 531,196
Revenue from other sources =G STON - - - 238,550 9,559 - - 248,109
Other gains or (losses) Hitla, (58 298 1,734 - 24,614 89 809 - 27,544
Other operating expenses HitE SR (983) (15,136) (15) (13172) (87,108) (6,687) - (123,101)
4,193 374,778 (15) 249,992 (77,460) 132,260 - 683,748
Segment results NERE (3,580) (12,804) (15) (39,478) (85,894) 8378 - (133,393)
Reconciliation: Bk
Interest income FEBMA 4116
Unallocated other operating income R ELEMAAE A TSR
or loss 8,667
Corporate and other unallocated rERAMKDEER
expenses (112,687)
Finance costs R EZZS (111,086)
Gain on disposal of subsidiaries HEHBATZ Wi 2,490
Loss before taxation MRS (341,893)
Taxation "B 984
Loss for the Year FEER (340,909)
Segment assets PHEE 137,519 341,553 236305 1,185,513 408,618 225,893 - 2535401
Reconciliation: Eil
Elimination of intersegment receivables 157 48 B fE W1 (793,717)
Corporate and other unallocated assets =2 K & Tﬂ%ﬁ@ﬂ E 1,270,971
Total assets BENRE 3,012,655
Segment liabilities ﬁ%ﬁgf‘* 48,884 307,528 56,704 944,702 172,622 80,448 - 1,610,888
Reconciliation:
Elimination of intersegment payables ﬁiﬁﬁ*ﬁf A (793,717)
Corporate and other unallocated tERAMKXNEEE
liabilities 966,228
Total liabilities BEEE 1,783,399
Other segment information Htnr@Es
Share of loss of associates MEBENEEE - - - - - - (334) (334)
Gain on disposal of subsidiaries HEMBAR 2 WE - - - - - - 2,490 2,490
Allowance for expected credit losses  5FEM & 7 Bk T HEsR 2 TAER
recognised on trade receivables  EEEEEMR - (14,358) - (1,276) - (4,046) - (19,680)
Allowance for expected credit HEMBUIERRR 2 B
losses recognised on other FEBRERY
receivables (983) (778) (15) (32) (67,498) (2,641) (66,754) (138,701)
Allowance for expected credit HENET I BIREE
losses recognised on loan receivables B E - - - - (19,610) - - (19,610)
Impairment loss on goodwill BEAEHSE - - - (11,864) - - (11,864)
Impairment loss on intangible assets &/ & E RERE - - - - - - (42,370) (42,370)
Impairment loss on property, plant )% BE kR BRESE
and equipment - - - - - - (35,341) (35,341)
Depreaat\on and amortisation MEREH (1,765) (1,726) (64) (155,187) (393) (2,826) (210) (162,171)
Interests in associates REENEZ R - - - - 278,734 278,734
Capital expenditure® Er by \ S - 697 2434 108 677 - 14916
Fair value gain on financial assets ~ BBERFAREIRZ
at fair value through profitorloss ~ #BEEZ ARENE - - - - - - 7,055 7,055
Loss on disposal of a investment HEREMEZHR
property - - - (120) - - - (120)
Fair value gain on investment properties % E#1% 2 A A BN - - - 6,152 - - 6,152
* Capital expenditure consists of additions to property, * BABEYTOELREYE HKRERSD

plant and equipment, investment properties and
assets arised from acquisition of subsidiaries.
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OPERATING SEGMENT INFORMATION (continued)
Geographical information

Over 90% of the Group's customers are located in
Mainland China and revenue of the Group is mainly
derived from operations in Mainland China. The
management considers that it is impracticable to
allocate the assets, revenue and segment results to
geographical locations.

Information about a major customer

During the Year, there has one external customer
related to trading of food products segment
that contributed revenue of approximately
HK$203,277,000 that accounted for more than 10%
of the Group's total revenue (2019: HK$143,438,000).

REVENUE

The Group's revenue represents by wine and liquor,
trading of food products, rental, financial leasing
and mineral products. Except for rental and finance
leasing, all contracts are for period of one year or less,
as permitted by practical expedient under HKFRS 15,
the transaction price allocated to these unsatisfied
contracts is not disclosed.

Disaggregation of revenue from contracts with
customers

An analysis of revenue by types of goods and services
as follows:

4.

RENEEH (8

e Eil

KREEIO% U LZE R AR PEIRH
AEBWRATEZREPEAMZEE
X -EEEIARMER DEE W
ARDEEETIARITo

FEERZEH
FR—HEBEEMRDBAERNINA
EPRERUWAL203,277,0008 7T > 14
KEFLKAI0%U L (ZE—HE
143,438,00058 7T) ©

WA

FrEFRZWARBE - EER®m -E
B MEHEREE FHEHEMRMEM
BLUN REEBMBREERB 155
REFZETRER L REGHNZEH
RAR—EIURN PEREZERBHOEH
ZRBERTLUME -

EREHWARS

BEmKRRFEN DT Z AW

2020 2019
HK$’000 HK$'000
FHET FAET
Revenue from contracts with BEREBHKA
customers
Wine and liquor HiE 645 4,878
Trading of food products BEEB® 432,223 388,180
Mineral products BE 155,510 138,138
Total revenue recognised at 7R BRE ) BE FE B8 2 4B U A
point in time 588,378 531,196

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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31 December 2020
—EIEF+ZH=+—H

REVENUE (continued)
Disaggregation of revenue from contracts with
customers (continued)

WA (&)
ERAHNBARS (8)

2020 2019
HK$’000 HK$'000
FHET FET

Revenue from other sources Hh AR A
Rental HE 256,876 238,550
Financial leasing MEHEE 13,841 9,559
859,095 779,305

Time of revenue recognition ST e 520 By
At a point in time FRBF R 2h 588,378 531,196
Over time biE BF - -
588,378 531,196

Geographic market: i

The PRC i 798,287 718,059
Hong Kong 5H 60,808 61,246
859,095 779,305
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e BEmRRMEE

31 December 2020
“BBE+_A=+—H

6. OTHER INCOME, GAINS OR LOSSES

An analysis of other income, gains or losses is as

follows:

6. HthA -~ amsii5i8
HAW A W s B Ez raT :

2020 2019
HK$°000 HK$'000
FHET FAET
Other income, gains or (losses) HAKR A~ Iz st (B518)
Compensation income FEWA = 18,582
Interest income IESY N 1,210 4,116
Government grant (Note) Bt Bh (1) 1,007 176
Fair value gain on investment KREVEZ AaERE
properties 4,804 6,152
Fair value gain on financial assets at ~ BBEZBAAEYIRZ S
fair value through profit or loss B EZ AN ERE - 7,055
Gain on disposal of right-of-use HEFREEE W
assets 207 -
Loss on disposal of an investment HEXREME B
property = (120)
Loss on disposal of financial assets at ~ HEFBERIE A DEFER
fair value through profit or loss ZEMEEZEE (122) -
Others HAth 3,829 4,366
10,935 40,327
Note: Bt

Government grants were mainly granted to the Group as
subsidies to support the operation of the PRC subsidiaries.
There are no special conditions or contingencies that are

needed to be fulfilled and they were non-recurring in nature.

China Beidahuang Industry Group Holdings Limited
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PROFIT/(LOSS) BEFORE TAXATION

The Group's profit/(loss) before taxation is arrived at

after charging/(crediting):

7. EEBELEF (B1R)

GFA) TIHRERAER

REBZRIATET (B8 &0k,

2020 2019
HK$'000 HK$'000
FHET TFAET
Cost of inventories recognised as an DAEABEZZEFERAN
expenses 456,715 490,187
Depreciation of property, plant and ME- -BERKRBITE
equipment 13,222 18,509
Depreciation of right-of-use assets FREEEITE 143,113 132,904
Amortisation of other intangible assets ELfth 2 & E# 4 10,636 10,758
Expenses related to short term lease ~ EGRAHERBEEEERM
and low value assets MR 5,027 16,711
Gross rental income THEW A 4828 (256,876) (238,550)
Less: Direct operating expenses that & | EFRNEEEERAZ
generated rental income BEEKERX
during the year 166,593 171,396
(90,283) (67,154)
Auditors’ remuneration Z B Em Bl & 1,250 1,250
Employee benefit expense (including  EBE®FIFEE (BIEFESEME) -
directors’ emoluments):
Wages and salaries TERE 9,268 14,211
Pension scheme contributions BIRESHEIMERR 467 1,023
Other expenses/(income): HifEx A -
Fair value gain on financial assets at ~ FBEHIE DA AEFERZ
fair value through profit or loss TREEZ A NERT - (7,055)
Loss on disposal of financial assets HEBRBEREANEIRZ
at fair value through profit or loss ETMEEZEE 122 -
Net allowance for expected credit FLIEWE 5 8RR (BE[0]) HEsEZ
losses (reversal)/recognised TRHAE BB REFEE
on trade receivables (3.628) 19,680
Net allowance for expected credit P E R (B [E) HEsh 2 FaHA
losses (reversal)/recognised EEBERE TR
on loan receivables (796) 19,610
Net allowance for expected credit PEAMMEYRIE (B E) R
losses (reversal)/recognised TAHRE EREEH 25
on other receivables (56,576) 138,701
Impairment loss on goodwill* e R ERE - 11,864
Impairment loss on intangible assets* &2 & E Bl (B E5 18 * 1,574 42,370
Impairment loss on property, plant, and #)% « k= K 2% & Bl (B E5 18 *
equipment* - 35,341
* Items included in other operating expenses J BEFAHEMK S
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e BEmRRMEE
31 December 2020
—E_SFE+_A=1+—8

8.  FINANCE COSTS 8. MEMZ
2020 2019
HK$’000 HK$'000
FHET FAET
Interest on bank and other IRITREMEEZF] R
borrowings
— wholly repayable within five years — AR AFERTHER 47,165 44,633
Interest expense on lease liabilities HMEaBZMEMZ 53,272 54,930
Effective interest expenses on AR ES 2 BRMEMZ
convertible bonds 2,611 11,523
103,048 111,086
9. DIRECTORS’ REMUNERATION 9. %;#ﬁmﬂ

Details of the director’s remuneration of the Company
for the year, disclosed pursuant to Listing Rules and

FREATDEEHFHWNFB REL

HRA KRB B QBRI FE 38315 K EE U

Section 383 of the Hong Kong Companies Ordinance T
are as follows:
2020 2019
HK$'000 HK$'000
FHET FET
Fees wE 570 816
Other emoluments: HhENE -
Salaries, allowances and e R2UHREYHGE
benefits in kind 442 2,661
Pension scheme contributions BOKETBIMERR 35 48
477 2,709
1,047 3,525

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
“ECEE+A=+—R

9. EEHM (B

Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
HEVEMRK BikE
e BN E BEGEN iz
Notes HK$'000 HK$'000 HK$'000 HK$'000
Mk FTER FTER FERr TERT
2020 —E-EF
Executive directors HES
Mr. Li Jiehong (Chairman) FHRBEE (FR) 150 - = 150
Mr. KE Xionghan fESLE - 442 35 477
Mr. Zeng Jixiang BEHELE (viii) 32 - = 32
Mr. Yu Zicong RTELE (viii) 32 - - 32
214 442 35 691
Non-executive directors FHTES
Ms. Ho Wing Yan EE$:en 100 - - 100
100 - - 100
Independent non-executive directors B IEHTES
Mr. Chong Cha Hwa RRERE 150 - - 150
Mr. Yang Yunguang BEAEE 50 - - 50
Mr. Ho Man Fai X @LE (iil) 24 - - 24
Mr. Liu Tao ERE (v) 32 - - 32
256 - - 256
570 442 35 1,047

FEEATEEEEZERERAR
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e BEmRRMEE
31 December 2020
—ECTEF+"HA=1+—H

9.  DIRECTORS’ REMUNERATION (continued) 9. EEHM (@
Salaries,
allowances  Equity-settled Pension
and benefits share option scheme Total
Fees inkind  expense (Note) ~contributions ~ remuneration
REss
HeEiRk  BRER Y
e ENHlE i3 SRR Hnasm
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mzt FER FHERT TET TER TER
2019 “Z-NE
Executive directors JTES
Mr. Li Jiehong (Chairman) FEBEE (ER) 150 - - - 150
Mr. Gu Chunyang (Vice Chairman) ~ A&RBEE
EIxR) (vi) 68 - - - 68
Mr. JIANG Jianjun TRERE (i) - 2,245 - 12 2,257
Mr. KE Xionghan fEBEE - 416 - 36 452
Mr. Huang Wuguang HEARE (iv) 240 - - - 240
Mr. Zeng Fanxiong BRERSE (i 8 - - - 8
466 2,661 - 48 3,175
Non-executive directors FRTES
Ms. Ho Wing Yan B e 100 - - - 100
Mr. Wang Jianguo TiEELE (ii) - - - - -
100 - - - 100
Independent non-executive directors B IEHITES
Mr. Chong Cha Hwa RRERE 150 - - - 150
Mr. Yang Yunguang BEALE 50 - - - 50
Mr. Zhang Xianming RERLE (vii) - - - - -
Mr. Ho Man Fai AX@EEE (i) 50 - - - 50
250 - - - 250
816 2,661 - 48 3,525

No emoluments were paid by the Group to the
directors of the Company, its chief executive officer
and senior management of the highest paid individuals
as a discretionary bonus or an inducement to join or
upon joining the Group or as compensation for loss of
office during the years ended 31 December 2020 and
2019.

None of the directors of the Company and chief
executive officer of the Company agreed to receive
or waived any emoluments in the years ended 31
December 2020 and 2019.

No share option was held by directors as at 31
December 2020 and 2019.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

HE_S_SER_F-AET_A
=+—BILEE AEELRAERETA
T2 AANEE HOIHAHREREEE
Z IS (EAIREI MAR KR MA
S B0 B AT TS S B 5 o

HE—_ZE-_E2ER-_E—HE+_8
Z+—BLEEE ARBESRETHER

WERREESHBRERTHE-

N _EEERE-NAFEFZA=+—

B -&EFmEGABRE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DIRECTORS’ REMUNERATION (continued)

(@)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Resigned on 16 August 2019.

Resigned on 29 January 2019.

Resigned on 22 June 2020.

Resigned on 2 January 2020.

Appointed on 4 September 2020 and retired on 22
January 2021.

Resigned on 14 June 2019.

Resigned on 3 January 2019.

Appointed on 4 September 2020.

e B EmRRMEE
31 December 2020
“ECEE+A=+—R

ERFM (&)

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

(viii)

RIE—NENB+/NHEHE-

RIE—hNFE—BZ+HhHE T

RoS-EEANAT+ AR

RZEZEF—A " He#Ee

RIZZZFAANBAESZERR
B -F—-RA-+ZHRME-

RIZE—NERB+HBRIE-

RZZ-—NE—-—R=B#E-

RIZZEZZEFHLAEMHHEZRT-
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31 December 2020

—ECEF+"A=+—H

10. FIVE HIGHEST PAID EMPLOYEES 10.
The five highest paid employees during the year
include one (2019: two) directors, details of whose
remuneration are set out in note 9 above. Details of
the remuneration for the year of the remaining four
(2019: three), highest paid employees who are not a
director of the Company, are as follows:

haREHES

FRN - hhReHEEEE—% CZ
—NEWR) EF HFMFHEEH
BIRS EXCIsE9 o AR F E Y » HERII#
CE—NEF =% &aFHEE (LF
FABES) ZFMFENT ¢

2020 2019
HK$'000 HK$'000
F#ET FET

Salaries, allowances and HE RMEREYAE
benefits in kind 1,487 1,300
Pension scheme contributions BIKE BN 45 31
1,532 1,331

The number of non-director and highest paid
employees whose remuneration fell within the
following bands is as follows:

FMAF NI BEZRESFHIFEFE
S#EWT:

2020 2019

Nil to HK$1,000,000 Z%1,000,00078 7T 4 3
HK$1,000,001 to HK$1,500,000 1,000,001 7C 1,500,000/ 7T = -
HK$1,500,001 to HK$2,000,000 1,500,001 75 %£2,000,0007% 7T = -
Over HK$2,000,000 2,000,000 7T £ = -
4 3

In prior years, share options were granted to certain
non-director, highest paid employees in respect of
their services to the Group, further details of which
are included in the disclosures in note 36 to the
financial statements. The fair value of such options,
which has been recognised in the consolidated
statement of profit or loss and other comprehensive
income over the vesting period, was determined as
at the date of grant and the amount included in the
financial statements for the current year is included
in the above non-director, highest paid employees’
remuneration disclosures.

China Beidahuang Industry Group Holdings Limited
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e B EmRRMEE
31 December 2020
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TAXATION 11. RIE
Under the prevailing tax law in the PRC, the Enterprise BiEMREEBETR L KA RKNE AT
Income Tax rate of the Company and the subsidiaries T ERREMEA25% (CE—HF
is 25% (2019: 25%). 25%) °©
On 21 March 2018, the Hong Kong Legislative Council W - NEFE=ZHB_-_+—H &FBL
passed The Inland Revenue (Amendment.) (No. 7) FEEB(CE—EERK (1BF]) (B
Bill 2017 (the “Bill") which introduces the two-tiered 79E) (EpE Y (TEZE)) » B2 | H|
profits tax rates regime. The Bill was signed into law EBHRMEs - EZR _E—N\E=1
on 28 March 2018 and was gazetted on the following “+NABEETFE TR EATE
day. Under the two-tiered profits tax rates regime, the RIENNERMBS 28K AT H
first HK$2,000,000 of assessable profits of qualifying 2,000,000 T MER R 5 F) 8 148.25%
corporations will be taxed at 8.25%, and assessable B2 > 2,000,000 T UL FFEERIREF
profits above HK$2,000,000 will be taxed at 16.5%. BI3216. 5% c F) B RAS TFE
The assessable profits of corporations not qualifying BRNTZIERKR 5H BiEiEinaE —
for the two-tiered profits tax rates regime will continue FRE16.5% 1 o
to be taxed at a flat rate of 16.5%.
2020 2019
HK$'000 HK$'000
FHT FHET
Current tax: BVHERFRIA -
— Hong Kong —&8 763 -
— PRC Enterprise Income Tax —HRE R EPRER 6,049 397
6,812 397
Deferred tax (note 32) IR TE (FH5E32) (4,588) (1,381)
Total tax expense/(credit) for the year FERIBR (K %) 42%8 2,224 (984)
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31 December 2020
—-sFEt-A=+—H

11.

12.

TAXATION (continued)

A reconciliation of the tax expense/(credit) applicable
to profit/(loss) before taxation at the statutory rate for
Hong Kong in which the Company and its subsidiaries
are domiciled to the tax expense/(credit) at the
effective tax rate, and a reconciliation of the applicable
rate (i.e., the statutory tax rate) to the effective tax
rate, are as follows:

11.

| (&)

RAEE ERBAREWEAE M
#) SEEMEBBARFRA @A, (B
1B IRIERS (E%) BRERREK
STEMRIAMS . (E%) Hik LUKE
BARE ELEEREK) RERREXHIR
LI

2020 2019
HK$’000 HK$'000
FAET FAET
Profit/(loss) before taxation i EnEA], (B518) 7,681 (341,893)
Tax at the statutory tax rate BEAERESENRIE 1,268 (56,412)
Effect of different tax rates of B AR REMRENEE
subsidiaries 3,772 (15,471)
Income not taxable for tax BARBUA (11,591) (2,858)
Tax effect of unrecognised temporary — REEBERFIEZRE 2 MG E
difference (5.594) 4,829
Utilization of tax losses previously not BB 4cRl R FESE 2 IR TE A8
recognised 6,747 24,676
Expenses not deductible for tax AR BB Z 8,112 44,168
(Profity/loss attributable to associates — H& A B &L CaF]) /B8 (490) 84
Tax expense/(credit) at the Group's BAEBERRETEN
effective rate RIERZ / (HKs%) 2,224 (984)

The share of tax credit attributable to an associate
amounting to HK$490,000 (2019: tax expenses of
HK$84,000) is included in “Share of profit/(loss) of
associates” in the consolidated statement of profit or
loss and other comprehensive income.

DIVIDENDS

The Directors do not recommend the payment of any
dividend for the year ended 31 December 2020 (2019:
Nil).

China Beidahuang Industry Group Holdings Limited
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13.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

EARNINGS/(LOSS) PER SHARE

The calculation of the basic and diluted earnings/(loss)
per share attributable to owners of the Company is

based in the following data:

mE BRI

31 December 2020

—F-sEt-A=+—H

13. SREF (GH)

EABEAANBLEZEREAREE
&8H] (518 THiRE TH#Est &

Earnings/(loss) BF (5518)
2020 2019
HK$°000 HK$'000
FHET FHET
Earnings/(loss) for the purpose of BRstEEsRERRH
basic earnings/(loss) per share (B8 2&BF)/ (B18) 14,778 (291,072)
Effects of dilutive potential ordinary BUEREEBERTE .
shares:
Effective interest expenses on R ES 2 BEFE
convertible bonds, net of tax sz > MNERIRIE 2,534 -
Earnings/(loss) for the purpose of ARt ESREE
diluted earnings/(loss) per share &'r)/ (B8 2 &AM/
(E518) 17,312 (291,072)

FEEATEEEEZERERAR
2020 FR

145



146

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e MR M 5

31 December 2020
—ETFE+"RA=+—H

13. EARNINGS/(LOSS) PER SHARE (continued) 13.

sREMN (HR) (@

Number of Shares in & B
2020 2019
HK$’000 HK$'000
FAET FAET
Weighted average number of ordinary FRstEESREREF]
shares for basic earnings/(loss) per (B518) 2 B @R MEFEE
share 6,225,126 5,890,531

Effects of dilutive potential ordinary BUEREEBERTE:

shares:
Convertible bonds iR ES

1,111,000 -

Weighted average number of ordinary st EESREERF,

shares for the purpose of diluted (B518) 2 Z@K
earnings/(loss) per share MR

The diluted earnings per share for the year ended
31 December 2020 was calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive
potential ordinary shares, and the profits for the year
ended 31 December 2020 was adjusted to reflect
the effective interest expense on convertible bonds
less deferred tax effect, if any. The basic and diluted
loss per share are the same for the year ended 31
December 2019 as the effect of the Group’s share
options were anti-dilutive.

China Beidahuang Industry Group Holdings Limited
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14. PROPERTY, PLANT AND EQUIPMENT 14. YE - -REREE
Leasehold
improvement,
furniture Infrastructure
and Motor Construction and
fixtures Vehicle in progress building Total
HE
MERE ERR
REARKE "B ERIR RiEF st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TET TER TEn
Cost B
Asat 1 January 2019 RZB-h&-F-H 113,505 4104 216,366 36,999 370,974
Additions HE 3,199 - 11,700 17 14916
Reclassified as BMNEARENE

properties for sale - - (202,813) - (202,813)
Exchange realignment ERBE (324) by] (3,973) (580) (4,904)
As at 31 December 2019and  RZE—-AE+ZA=+—HkK

1 January 2020 “E-%E-F—H 116,380 4,077 21,280 36,436 178,173
Additions HE 529 - - - 529
Exchange realignment ERBE 1,200 88 1733 917 3,938
As at 31 December 2020 RZZZZE+ZF=1+-H 118,109 4,165 23,013 37,353 182,640
Accumulated depreciation  EsHTER{E

and impairment
As at 1 January 2019 W-B-nE-B-A 39,706 2376 - 7719 49,801
Impairment loss for the year £ POJEIfERSE (f3D)

(Note) - - 21418 13,923 35,341
Depreciation for the year FRNE 14,096 473 - 3,940 18,509
Exchange realignment EQHAE (143) 0] (138) (200) (488)
As at 31 December 2019and  RZE—-NE+ZA=+—-HkK

1 January 2020 “EZ%E-F—H 53,659 2,842 21,280 25,382 103,163
Depreciation for the year ERFE 11,199 20 - 1,793 1322
Exchange realignment ERBE 750 3 1733 345 2,861
Asat31December2020  RIEZFE+ZR=+-H 65,608 3,105 23,013 21,520 119,246
Carrying amount RESH
As at 31 December 2020 RZE-FE+_A=+-H 52,501 1,060 - 9,833 63,394
As at 31 December 2019 RZB-h&+-B=1+-H 62,721 1,235 - 11,054 75,010
Note: The Group ceased to develop of infrastructure Misr : KEBABR DR &Y

project in the PRC in relation to property, plant
and equipment. The Group carried out a review of
the recoverable amount of the property, plant and
equipment. HK$35,341,000 has been recognized as
impairment loss in the year 2019. These assets are
used in the Group's other segments. The recoverable
amount of the relevant assets has been determined
on the basis of their value in use.

BEREHEZEWREHIEE A%
EERYE BERZEZ T
SR _E—NFEBIDAEEIRE
35,341,000  ZEEERANREKE
BzEHEMoE - HEAEEZJUE
SR RERABEEEET

FEEATEEEEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e MR M 5

31 December 2020
—ECRF+A=1+—H
15. INVESTMENT PROPERTIES

15. KREYHE

HK$'000
FAET

At 1 January 2019 moE—NE—B—8 398,065
Valuation gain on arising from NABEEHEENGERZE

changes in fair value 6,152
Disposal HE (1,281)
Exchange realignment PE A2 (7,334)
At 31 December 2019 and 1 January 2020 RIE-NF+ZA=+—HK

—Z22F—HF—H 395,602

Valuation gain on arising from NABEEHEENGHEKTE

changes in fair value 4,804
Addition NE 2,052
Exchange realignment B R % 24,501
At 31 December 2020 R_E_TF+_"_F=+—H 426,959
Unrealised net gain in fair value of investment & E¥¥ 2 A REBEREIR W mIFEE

properties, included in profit or loss (Gt A8 4,804

(a) Fair value measurement of the Group's

investment properties

The fair value of the Group’s investment
properties as at 31 December 2020 has been
arrived at the basis of a valuation carried out by
independent qualified professional valuers not
connected to the Group and has appropriate
qualifications and recent experiences in the
valuation of similar properties in the relevant
locations.

The fair value was determined based on
income capitalisation approach, which involves
estimating the rental incomes of the property
and capitalizing them all on appropriate rate to
produce a capital value respectively.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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(a)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MBIRRME

31 December 2020
“eosEtsA=+-H
15.  INVESTMENT PROPERTIES (continued) 15. BEYE (@)
Fair value measurement of the Group’s (@) TEERSEYMEZAAREIE

investment properties (continued)
There has been no change to the valuation
technique during the year.

In estimating the fair value of the properties,
highest and best use of the properties is their
current use.

Details of the Group’s investment properties
and information about the fair value hierarchy

FA EERMILEZS-

RIS IEN R ER  YEH
RARRERESBRIBR-

RE|BERR AEBEKEYEZ
HBEUARBERAREBEERZE

as at the end of the reporting period are as B
follow:
2020
Level 1 Level 2 Level 3
F—k BIR B
HK$'000 HK$'000 HK$'000
FERT FERT FERT
Investment properties REY= - - 426,959
2019
Level 1 Level 2 Level 3
B—R B4R B
HK$'000 HK$'000 HK$'000
FET FET FET
Investment properties REYE - - 395,602

PEERREXREMERBRAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020
—ECEF+ZH=+—H

15.  INVESTMENT PROPERTIES (continued) 15. KREYE (48)
(@) Fair value measurement of the Group's (a) ATERKREYEZAREE
investment properties (continued) (48)

Fair value Valuation techniques Significant unobservable inputs ~ Range
R5E {EER EXTHRZEARE e
2020 2019
HKS$'000 HK$'000
THE7 TEL
Investment properties 426,959 395,602 Income capitalisation approach Capitalisation rate, taking into Aslight increase in the

located in the PRC

account the capitalisation of rental
income potential nature

of the property, and prevailing
market condition

of 5% t0 6% (2019: 5 to 6%)

capitalisation rate

used would result in a
significant decrease in fair
value and vice versa.

IRTENRENE WABELH MHRENMEBERSUA WE  FREMELRBH LA
BERERTR EALLESE  BERAABEEETHR
5%ZE6% (ZE—NEF I 5%E RZ %o

There were no transfer into or from level 3
during the year.

6%)

FR TEBANEBBHE=R-

(b) The analysis of the carrying amount of (b) KEYEZIRESHESWWNOT:
investment properties is as follow:
All the investment properties is situated in the FHERBEEZHETZAHR
PRC under medium lease term to long-term EREMESUNFEH-
lease arrangement.

(c)  Pledge of investment properties (0 IEEREME
Investment properties with a carrying amount IR+ %85 $£308,246,000/8 7T
in aggregate of HK$308,246,000 (2019: (ZZ— % 288,844,000/
HK$288,844,000) are pledged to several banks D) ZEREYEEMEAERZE
for Group's borrowings, details of which set out BiRRFTEMERIT HFBEH N
in note 31. PgEE31 0

(d) Investment properties leased out under (d REEEHEZREYE

leases

All of the Group's property interests held under
leases to earn rentals are measured using the
fair value model and classified accounted for
investment properties.

The Group leases out its investment properties
to various tenants. The leases typically run for
an initial period of 1 year to 10 years, at the
end of which period all terms are renegotiated.
None of the leases includes contingent rentals.

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MBIRRME

31 December 2020
“ETEF+RA=+—H

16. RIGHT-OF-USE ASSETS 16. FHIESE
Leased
Properties
HEME
HK$'000
FHET
Carrying amounts IREEE
At 31 December 2020 RZEZZEF+"A=+—H 783,552
At 31 December 2019 R_E—NFE+-A=+—H 748,469
For the year ended 31 December 2020 BE_Z-ZE+-HA=1+—HILEE
Depreciation charge ESZH 143,113
For the year ended 31 December 2019 BE_Z—NE+ZA=1+—HLEE
Depreciation charge e 132,904
Year ended Year ended
31 December 31 December
2020 2019
qHE BHE
—EITHF ZT-NHF
+=8B +=A
=+—H =+—H
ILEFE IEFE
HK$°000 HK$'000
FHET FAET
Expenses relating to short-term leases ARIFEHAAE 2 X - 9,493
Expenses relating to leases of ERBEEEEHEEZMAxX
low-value assets excluding FEEEEBEEEZ
short-term leases of EHATRE)
low-value assets 5,027 7,218
Total cash outflow of leases HEIRSREE%E 173,011 163,985
Additions of right-of-use assets NEFRAEEE 148,758 -

FEIATEEEEZERERAT 151
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BEmRRMEE
31 December 2020
—ECTEF+"HA=1+—H

16. RIGHT-OF-USE ASSETS (continued) 16.

Details of total cash outflow of leases is set out in the
consolidated cash flow statements.

During the current year, the Group leases properties
for own use. Lease contracts are entered into for
fixed term of 3 to 20 years (2019: 4 to 20 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.

17. FINANCIAL ASSETS AT FAIR VALUE THROUGH 17.

PROFIT OR LOSS
Financial assets at FVTPL as at 31 December 2019 and
2020 comprise:

EREEE (&)
HMEZREALBEFBHN AR
ERER-

RAREE AEBHAEMEEERB
R MMESNITAIE20E (ZE—H
F 1 AF205F) NEER - HE RN
B EEETEDS B32BERENK
TR B G o A 78 TE AH HA B o T A A] 8
HENEER AEEEREONE
FOWEBEAFIIEMNEONIER-

FEREoBARETIRNEMEE

R_E—NERZZTZZTF+A
=+—H > BBEERARNEIIRNE
MEESRE

2020 2019
HK$'000 HK$'000
FET FET
Listed equity investments, at fair value: AR E » IRA A E !
—in PRC — AR - 33,857

Fair value of listed equity investments are determined
with reference to quoted market bid prices.

China Beidahuang Industry Group Holdings Limited
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18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MBIRRME

31 December 2020
—E-FE+-A=+—H

LOAN RECEIVABLES

18.

An aged analysis of the loan receivables as at the end

RS

RIREHAER > BRERZIRE DU

of the reporting period is as follows: T
2020 2019
HK$'000 HK$'000
FHET FAET
0 — 30 days 0ZE30H 2,599 14,465
31 to 60 days 31E60H 31,777 26,864
61 to 90 days 61E90H 36,492 21,385
91 to 180 days 91&180H 85,579 106,641
181 to 365 days 181FE365H 98,615 113,398
Over 365 days 365H L £ 122,186 101,251
377,248 384,004
Less: Allowance for expected credit B FREEEEREG
losses (23,123) (23,966)
354,125 360,038

PEERREXREMERBRAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A H
RS

31 Dec
=BT

18.

19.

BTSRRI E
ember 2020
BE+-A=+—H
LOAN RECEIVABLES (continued) 18. FEWWEZ (48)
Movement in the allowance for expected credit FEWEHTEHESEIaREE
losses of loan receivables
Movement in allowance for ECL that has been BE_EEBEFEE—NF+Z )ﬂ
recognised for loan receivables in accordance with —+—BUIEFERESEEMBERE
general approach set out in HKFRS 9 for the years Bl S50 PR E Y — AR A T EUN & TAE@
ended 31 December 2020 and 2019. T AR = SEE IR RE ST o
Total
“aEt
HK$'000
THET
Balance as at 1 January 2019 A _E-NF—A—HZ&E 4,520
Expected credit losses (“ECL") FEHREERE (TEREEEBR) 19,610
Exchange realignment BEE 2 S 2L (164)
Balance as at 31 December 2019 and R_F—AF+ZA=+—8k
1 January 2020 TEIZF—A—HZ&ER 23,966
Reversal of ECL ?EHHT.:. S B 185 0] (796)
Exchange realignment [ER AR (47)
Balance as at 31 December 2020 N _ECEF+ A=+ —HZ4ER 23,123

Details of assessment of expected credit losses are set
out on note 43.

TRHAE B IR s sr IR RN MY EE43

RENTAL DEPOSITS PAID 19. BfffigEs
2020 2019
HK$'000 HK$'000
FHET FAET
Rental deposits paid BENHEEEE 3,849 10,263

Rental deposits paid related to rental deposits paid to
landlord for tenancy agreement more than 1 year in
PRC premises.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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20.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE BRI

31 December 2020
“ETEF+RA=+—H

GOODWILL 20. 5
Total
st
HK$'000
FET
Cost %N
As at 1 January 2019 ﬁ’\\iv h&E—HB—H 118,823
Exchange realignment RIEE (855)
As at 31 December 2019 and 1 January 2020 R_Z—HAE+_A=+—HK
—ETZF—H—H 117,968
Exchange realignment (B R E 7,165
As at 31 December 2020 RIE_ZF+_"_A=+—H 125,133
Accumulated impairment REtiRE
As at 1 January 2019 nN_E—hFE—HA—H 71,557
Impairment for the year FRRE 11,864
Exchange realignment bE A EE (99)
As at 31 December 2019 and 1 January 2020 R_Z—hE+_A=+—HK
—E2-Z2F—HF—H 83,322
Exchange realignment PE A 2 5,060
As at 31 December 2020 R TETEF+"H=4+—H 88,382
Carrying amount IREEEE
As at 31 December 2020 R TECERF+HB=+—H 36,751
As at 31 December 2019 A TE-NE+_B=+—H 34,646

Goodwill acquired through business combinations
has been allocated to cash-generating unit of rental
business in PRC, mining business and the sales of
green food products for impairment testing.

EEEBCHEBEZBEEDEKRET
ERE=ES A %EE%?“EZ%? ESBRm
2R EHBALETRERS -

FEIEATEEEEZERERAT 155
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 AL

R

& M5 R M5t

31 December 2020
—-sFEt-A=+—H

20.

GOODWILL (continued)

Impairment testing of goodwiill

Goodwill has been allocated for impairment testing
purposes to the following groups of cash generating
units:

o Rental business in PRC
o Mining business
o Sale of green food products

After recognition of impairment losses, the carrying
amount of goodwill was allocated to groups of cash-
generating units as follows:

20.

mE (&)

8 (A

SAEANSTS BEESRE THR
SEHEMAR

. PEREEEER
. BIEER
. HEZBRM

REDREREREER mERETECD
ERETYIREELEAAER :

2020 2019

HK$’000 HK$'000

FHET FAET

Rental business in PRC ARG X 32,880 30,997
Mining business EENEETS 722 681
Sale of green food products HEABER M 3,149 2,968
36,751 34,646

The recoverable amount has been determined
based on a value in use calculation using cash flow
projections based on financial budgets covering a
five-year period prepared by independent valuers and
approved by senior management.

Rental business in PRC

The discount rate applied to the cash flow projections
was 6.5% (2019: 6.5%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2019: 3%).

During the year ended 31 December 2019, an
impairment loss of approximately HK$11,864,000 was
recognised in respect of the goodwill within the rental
business segment. In the opinion of the Directors,
the main factor contributing to the impairment
loss was due to failure to meet expectations on the
performance of the rental business in PRC.

China Beidahuang Industry Group Holdings Limited
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20.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GOODWILL (continued)

Impairment testing of goodwill (continued)

Sales of green food products

The discount rate applied to the cash flow projections
was 15% (2019: 15%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2019: 3%,).

Mining business

The discount rate applied to the cash flow projections
was 10% (2019: 10%) and cash flows beyond the
five-year period were extrapolated using a growth rate
of 3% (2019: 3%).

The key assumptions for value in use calculation
related to the estimation of cash inflows which
included budgeted sales and gross margin. Such
estimation is prepared by independent valuers based
on past performance and management’s expectations.

No impairment loss (2019: HK$11,864,000)
was recognised and allocated to goodwill in the
consolidated statement of profit or loss and other
comprehensive income for the year.

20.

mE BRI

31 December 2020
“ETEF+RA=+—H

EE (&)

BHEZRERNR (8

HERER
FERANREEREBRAZAERRD15%
(ZE—AF 15%) ' MBBARF

B Rs Y HRBEEXR3IY (ZF
— L D 3%) HER e

HEREE
BRANRRERBEAZAERERRB10%
(ZE—AF 1 10%) MBBARF

B Rs Y HRBEEXR3IY (ZF
— L D 3%) HER e

ERERBEAEZEIZRRIAN
RERAML HOEREHERER
Ko BRAMFT BB HEMERBE
REREEEREMEL -

REEEZiZAEEREMEZEEA
LR EBER R DEEFHE ZRERE
(ZZ— A4 11,864,000 7T) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR e M ImRMEE

31 December 2020
—ETFE+"RA=+—H

21. OTHER INTANGIBLE ASSETS 21. HihEREE
Trademarks Contract Total
[l =13 4t
HK$'000 HK$'000 HK$'000
FET FHETT FET
Cost FX s
As at 1 January 2019 A ZE—-NEFE—HF—H 91,976 55,850 147,826
Exchange realignment R (5,098) (3,163) (8,261)
As at 31 December 2019 and Ef_;‘ hE+-A=+—H
1 January 2020 = = 86,878 52,687 139,565
Disposal of a subsidiary (note 37) HE—REMB AT (izF37) (82,473) - (82,473)
Exchange realignment PE 7 A% (1,441) 3,201 1,760
As at 31 December 2020 ATETERFE+"A=1+—H 2,964 55,888 58,852
Accumulated amortisation and 2 5H# &4 KR &
impairment
As at 1 January 2019 A ZE—-NE—HF—H 1,078 23,253 24,331
Impairment for the year FRRE 42,370 - 42,370
Amortisation for the year FR#E 132 10,626 10,758
Exchange realignment FER R (374) (510) (884)
As at 31 December 2019 and (‘:;‘ hE+ZA=+—H
1 January 2020 ETZF—A—H 43,206 33,369 76,575
Disposal of a subsidiary (note 37) H&—RMBAE (f:£37) (41,212) - 41,212)
Amortisation for the year FR#EH 39 10,597 10,636
Impairment for the year FRRE 1,574 - 1,574
Exchange realignment ERAEE (643) 2,607 1,964
As at 31 December 2020 N TETEF+"H=+—H 2,964 46,573 49,537
Carrying amount IRE®EE
As at 31 December 2020 N_E_FF+_"A=+—H - 9,315 9,315
As at 31 December 2019 A _E-AE+-_B=1+—H 43,672 19,318 62,990

China Beidahuang Industry Group Holdings Limited
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21.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OTHER INTANGIBLE ASSETS (continued)
Amortisation charge of approximately HK$10,636,000
(2019: HK$10,758,000) for the year is included in
administrative expenses in the consolidated statement
of profit or loss and other comprehensive income.

Other intangible assets of trademark of wine and
liquor, trademark of tourism business and contract as
above amortised over its estimated useful lives, which
are 30 years, indefinite and 5 years respectively.

As at 31 December 2019, the trademarks of tourism
business has remaining legal life of two to five years
but is renewable every 10 years at minimal cost. The
directors of the Company are of the opinion that the
Group would renew the trademarks continuously and
has the ability to do so. As a result, the trademarks of
tourism business are considered by the management
of the Group as having an indefinite useful life
because it is expected to contribute to net cash inflows
indefinitely.

During the year ended 31 December 2020, the
trademark of tourism business has disposed. Please
refer to Note 37 for details.

Impairment testing of other intangible assets
Trademark of tourism business

Trademark of tourism business acquired has an
indefinite useful life. The recoverable amount has
been determined based on a value in use calculation
using cash flow projections based on financial budgets
covering a five-year period approved by senior
management. The discount rate applied to the cash
flow projections was 14% in the year 2019.

21.

R IRRMEE
31 December 2020
TETEF+"HB=+—H
HihE\EEE (B
FREIYEIZ4910,636,000E T (=
— £ : 10,758,000 7T) st A4z & 18
mREMEEWARKAITER S

HtETLEEREEHR  IREXTEHR
REMREGE R RRFES (D55
304F ~ EFRHA RS EF) M o

R NF+ZB=+—HKkiEx
BRRZH NEAEFHRNF _ELE
BRRREMAE+FER—R AR
AESFIRAERRFEBERNZES
B BAENWILTE AL 7EH
EEERAMEEBZHRAEER
B AFEH RESHEBEHAERAT
IR RA TR -

BE_E-_ZEF+_A=+—HL®=E
B ikEEFEEEEE -FRIES
F2REIMEE37

HithE\f & E Z R ERR
VigiiE L A

W RFEEFEEABSERFERA
FH - ESRBIRIBELSREERE
MEZHERAFHR -V EBEBEHABR
EREBAREHABETEMET =
E-hG ERRIRERETEN IR
KE14% o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 A
177 O =

31 Dec
— =

[

21.

R #5 ¥R R P 51

ember 2020

B2FE+"_A=1+—H

OTHER INTANGIBLE ASSETS (continued)
Impairment testing of other intangible assets
(continued)

Trademark of tourism business (continued)

During the year ended 31 December 2019, an
impairment loss of approximately HK$42,370,000 was
recognised in respect of the other intangible assets
on the trademark of tourism business. In the opinion
of the directors of the Company, the main factor
contributing to the impairment loss was due to the
adverse change in the market of the tourism business
in PRC.

The key assumptions for value in use calculation
related to the estimation of cash inflows which
included budgeted revenue and gross margin. Such
estimation is prepared by an independent valuer based
on past performance and management’s expectations.

Trademark of wine and liquor business

During the year ended 31 December 2020, an
impairment loss of approximately HK$1,574,000 was
recognised in respect of the other intangible assets
on the trademark of wine and liquor business. In the
opinion of the directors of the Company, the main
factor contributing to the impairment loss was due to
the poor performance of the segment. The recoverable
amount has been determined based on value-in-use
calculation with discount rate applied to the cash flow
projections was 14%.

The key assumptions for value in use calculation
based on financial budgets covering a five-year period
approved by senior management related to the
estimation of cash inflows which included budgeted
revenue and gross margin. Such estimation is based on
past performance in the business and management’s
expectations.

China Beidahuang Industry Group Holdings Limited
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IREEEEHIE (B

BE_FT-hE+_B=+—H'EB#
BRREEEECHMNBTLEER
SR EE5184942,370,00058 75 ° 28 A B
EERA ERREEENTERES

ERERABEEFECEMEZRR
FRIRERAMGE HBERERERAK
EMR-BRAMGS I BRBIGEMER
BERREREEEREMEL -

AR E TS E

HE S " ZFE+_B=+—HLE
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21.

22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE BRI

31 December 2020
“ECEE+A=+—R

OTHER INTANGIBLE ASSETS (continued) 21. BhEREE (@)
Impairment testing of other intangible assets HithERESEZ RENR @)
(continued)
Contract =49
Contract acquired has a five year useful life. The FESSHN o ERERARFE TN
recoverable amount has been determined based on @@gwjifayﬁEm%i{g@gm,,mgz&ﬁg
a value in use calculation using cash flow projections EEBECRHEREZ BT
based on financial budgets covering five years %},K)ﬂiﬁﬁ,mgﬁ Al FEREESTE
prepared by an independent valuer and approved by MEE - FEANIRESREEAZRX
senior management. The discount rate applied to cash £6.5% (CE—HE 1 65%)°
flow projections was 6.5% (2019: 6.5%).
The key assumptions for value in use calculation EREERAEBEISEZHMTITERETL
related to the estimation of cash inflows which BRIEES N A HEEEEHER
included budgeted sales and gross margin. Such EFK o BREGSH L EBE I GEEMER
estimation is prepared by an independent valuers BERRELREIEEBHEMIEL -
based on past performance and management’s
expectations.
During the years ended 31 December 2019 and 2020, HE_ZE—HNER_E_EF+_HA
there was no impairment loss was recognised and = +—RHIEE - TERAEEESIE
allocated to other intangible assets on contract to HREMEEWARSEIRASERE
the consolidated statement of profit or loss and other HtENEFLSE Y HERE-
comprehensive income for the year.
INTERESTS IN ASSOCIATES 22. REBATIZIER
2020 2019
HK$'000 HK$'000
FHT FHET
Share of net assets MEEEFE 287,194 278,734
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e MR M 5

31 December 2020

—F-T&F+-A=+—H
22. INTERESTS IN ASSOCIATES (continued)

The Group’s interests in its principal associates, which
are unlisted, are as follows:

Name

i

Registered share capital

R

Place of
registration

R

REE QB 2z ()
FEEREEBEHEAT GELD) 2

@I

Percentage of
ownership interest
attributable to
the Group
TEBERS
EREEGZASL
2020 2019

Principal activities

TELH

Shenzhen Qianhai Dahuangyuan

E-commerce Group

Company Limited (i)
(Formerly known as Shenzhen
Dahuangyuan E-commerce
Group Company Limited)

RTRBRTEETFER

EBERAF)
(EIERYITH AT &
BEFBBERAR)

Shenzhen Dahuangyuan

International Trading Company
Limited (i)

(Formerly known as Shenzhen
Dahuangyuan Green Food
Distribution Company

Limited)

RITATEERES

BRAF)
EIRERIATESE
BREEERAR)

RMB200,000,000

AE1200,000,0007T

RMB50,800,000

A #50,800,00070
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PRC/Mainland China

R,/ RER T

PRC/Mainland China

R,/ RER T

30 30

30 30

Sales of food and fertilizer

a

HER

IFF

n ke BBk

Sales of food, fertilizer,
wine and steel

HERD B BRI



22.

INTERESTS IN ASSOCIATES (continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
“ECEE+A=+—R

REEQRZ#E (B)

Percentage of
ownership interest

Place of attributable to
Name Registered share capital registration the Group Principal activities
EREN
21 afek s BEREGEI  rmyp
2020 2019

Shenzhen Qianhai Dahuangyuan RMB50,000,000 PRC/Mainland China 30 30 Guarantee
Non-Financing Guarantee
Company Limited (i)

AT ATE AR IFRE AR 50,000,000 HE/FERH R
BRERAE

Shenzhen Pengrongan RMB210,000,000 PRC/Mainland China 49 49 Investment holding
Logistics Industrial Park
Company Limited (i)

AITERZYRERE AR®210,000,000  E/FERM REZER
BRAF)

Shenzhen Shengsiming Trading RMB50,000,000 PRC/Mainland China 40 40  General trading
Limited (i)

s ot AR#50,000,000c  HHE,/FERH —HRES
BRAF)

Notes: FEsE

0) The English name of the above PRC companies is for (i) B A B BY 3 S FRAE (B

identification purpose only.

ZF3e

FEEATEEEEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e TSR R M EE
31 December 2020
—ECEF+"A=+—H
INTERESTS IN ASSOCIATES (continued)
Summarised financial information
Summarised financial information in respect of each of
the Group’s material associates is set out below. The
summarised financial information below represents
amounts shown in the associate’s consolidated
financial statement prepared in accordance with

177 O =

%

22.

HKFRSs.

For the year ended 31 December 2020

22,

Shenzhen Qianhai
Dahuangyuan
E-commence
Group Company
Limited

(Formerly known
as Shenzhen
Dahuangyuan
E-commerce
Group Company

REERT 2
MBEREE

3 (48

MAEEBZEABMERTD ZHMBER
BB T - T BERBE
ThWERBEERBV B RS ERRR B
ERBZEGREUBREFAIIRZEEE

FRE

Shenzhen Pengrongan
Logistics Industrial Park

Shenzhen
Shengsiming

Limited) Company Limited Trading Limited
FINTHAE AT &
EFEBER
BRAF wh
(Euﬁgﬁﬂ“ﬁik;u wm R R DRHHE
BEFHBEERAD) MREXEBRAT BRAT
2020 2020 2020
HK$'000 HK$'000 HK$'000
TAT TAET TAT
Non-current assets ERBEE 139 126,999 59,290
Current assets MBEE 433,192 122,017 101,577
Current liabilities i) =LE (96,732) = (377)
Net assets BEEFE 336,599 249,016 160,490
Recondiliation to the Group’s ~ EAREEPEENF
interest in the associates: REm IR
Proportion of the Group's HAREERF R
ownership 30% 49% 40%
Carrying amount of KRERATH
the investment 100,980 122,018 64,196
Revenue s 29,840 - -
Gain/(loss) for the year FEWE/ (5#8) 7113 = (435)
Group's share profit of FEFDEHE R EDER
associates 2,134 - (174)

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MBIRRME

31 December 2020
—E-FE+-A=+—H

22. INTERESTS IN ASSOCIATES (continued) 22. PREEATIZ#EDS (8)
For the year ended 31 December 2019 HE-_E—hEF+-_/A=+—81
FE
Shenzhen Qianhai
Dahuangyuan
E-commence
Group Company
Limited

(Formerly known
as Shenzhen

Dahuangyuan
E-commerce Shenzhen Pengrongan Shenzhen
Group Company Logistics Industrial Park Shengsiming
Limited) Company Limited Trading Limited
TS AT
ETEBEE
BRAF Fm
EIBRINmAT YR = DREEE
BETEBERRAE) MREZEERAR BRAE
2019 2019 2019
HK$'000 HK$'000 HK$'000
TAT TET TAT
Non-current assets FRBEE 294 119,727 55,895
Current assets TEEE 385,951 115,030 127,704
Current liabilities nEaf (85,193) - (132)
Net assets EERE 301,052 234,757 183,467
Recondiliation to the Group's ~ElAREBREENE 2 B4
interest in the associates: iR .
Proportion of the Group's EREEREEELLA
ownership 30% 49% 40%
Carrying amount of RERELE
the investment 90,316 115,031 73,387
Revenue Wi 23,257 - -
(Loss)/gain for the year FE (BB /& 4,333 ) -
Group's share loss of associates ZAEB D EEE AT 518 1,300 m -
The following table illustrates the financial information TRETAER W IEERE K25
of the Group’s associates that are not individually EUNGIPA T
material:
2020 2019
HK$'000 HK$'000
FAET TFET
Share of the associate’s loss DA FEREABEE
for the year - (1,633)

FEIEATEEEEZERERAT 165
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020
—ECEF+ZH=+—H

23. INVENTORIES 23. #H

2020 2019
HK$’000 HK$'000
FHET FHET
Raw material RAAR 20,580 20,013
Finished goods EB & 45,980 28,380
66,560 48,393

24. PROPERTIES FOR SALE 24. HEW
2020 2019
HK$000 HK$'000
FHET FHET
Properties under development for sale &2 @Y 287,046 202,813
The properties under development for sale in the PRC FENFEERFPYETERAHEE-

are under long-term leases.

China Beidahuang Industry Group Holdings Limited
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25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TRADE RECEIVABLES
Trade receivables are mainly arisen from sale of goods,
and rental income derived from rental business.

An aged analysis of the trade receivables as at the end
of the reporting period, based on the invoice date, is
as follows:

25,

e B EmRRMEE
31 December 2020
“eosEtsA=+-H
FEUR & 5 IR 7R
EWEZIETEREHESER&AA
ExBELEZHEWAC

RREMFR > BNEZRTIZEZEH
ZEREC DA -

2020 2019
HK$'000 HK$'000
FET FET
Within 1 month —@AA 15,293 16,329
1 to 2 months —EZWR{EAR 22,040 22,265
2 to 3 months ME=1E2 33,698 38,298
Over 3 months BB =1EH 55,240 41,922
126,271 118,814

Less: Allowance for expected credit A ARG EEIEEE
losses (18,310) (22,133)
107,961 96,681

Included in the trade receivables consist of rental

BB ZRAEERKIES AEEE

receivables. The aging analysis of the Group’s rental WS Z BRE DT -
receivables are as follows:
2020 2019
HK$’000 HK$'000
FHET FAET
Up to 30 days 30H3UR 3,604 4,928

FEEATEEEEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020

—SE+-A=1+—H
25. TRADE RECEIVABLES (continued) 25. FEWRE SERZ (88)
Movement in the allowance for expected credit FEUREE SRS FEHR S B ARG EH)
losses of trade receivables
Movement in lifetime ECL that has been recognised HE S HER_E_EF+_H
for trade receivables in accordance with simplified —+—HLEFEERESETBREE
approach set out in HKFRS 9 for the years ended 31 B ST Frai MESE H SE L FEUN B B BR
December 2019 and 2020. MIERZ ZATRRE EREEH -
Total
4t
HK$'000
FHB7T
Balance as at 1 January 2019 N_E—NF—B—BHZ#EeR 2,598
Expected credit losses (“ECL") TREAEEEE ((FREEEEE)) 19,680
Exchange realignment P A (145)
Balance as at 31 December 2019 and N_E2-—NEF+A=+—HkK
1 January 2020 TETEF—-RA—HziE 22,133
Reversal of ECL TERE BB #E 0 (3,628)
Exchange realignment bE D s EE (195)
Balance as at 31 December 2020 N TETEF+_B=+—HZER 18,310
Details of assessment of expected credit losses are set FaER = BB B H M543 0

out in note 43.

26. PREPAYMENTS, DEPOSITS AND OTHER 26. FTA(IRIBE-HEERHEMEWRIE

RECEIVABLES

2020 2019
HK$’000 HK$'000
FHET TFET
Prepayments FERIA 228,898 175,091
Deposits and other receivables & R EAMEWRIE 386,340 506,211
615,238 681,302

Less: Allowance for expected credit i : TEEA(E EEERE
losses (92,386) (143,915)
522,852 537,387
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26.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Movement in the allowance for expected

credit losses of deposits and other receivables
Movement in allowance for ECL that has been
recognised for deposits and other receivables in
accordance with general approach set out in HKFRS 9

26.

mE BRI

31 December 2020
“ECEE+A=+—R
FERIE & R E M EYFRIE

(1)

e R B W AT 5 B 1R
{ 4 @j
HE_T—ASR-S-SETA

—t+—HLEFERBEEBMBREE
AISBOSEPR SR — MR 7D AR IR & S HoAth

for the years ended 31 December 2019 and 2020. FEWERIEER 2 TAER = SR E R #E
o

Total

“Et

HK$'000

FET

Balance as at 1 January 2019 A _E-NFE—-A—H2iEER 6,658
Expected credit losses (“ECL") FEHEEEE (FBiEEER) 138,701

Exchange realignment PE A% (1,444)

Balance as at 31 December 2019 and RZZE—NF+ZBA=+—HBK

1 January 2020 —ETEF-F—HZ4ER 143,915

Reversal of ECL TEHRE BB (56,576)
Exchange realignment bE AR EE 5,047
Balance as at 31 December 2020 KRBT FE+ "B =+—HBZ4EER 92,386

Details of assessment of expected credit losses are set
out in note 43.

Included in the above allowance for expect credit
losses is a provision for individually impaired for
other receivables of approximately HK$134,148,000
during the year ended 31 December 2019. The other
receivables were past due. Though the management
of the Group has been proactively seeking to recover
these other receivables and collection letters were sent
by the Group during the year ended 31 December
2019. Consequently, specific impairment provision
was recognised. In respect of this specific impairment
provision, the Group has reversed other receivables of
approximately HK$67,451,000 during the year ended
31 December 2020.

As at 31 December 2020, approximately
HK$239,364,000 (2019: HK$196,255,000) was paid
as trade deposit and prepayments for trading of food
and minerals products.

TAHAE B iR s sr IR MY aE43

HE_Z—NAF+B=+—HILHF
B> LA EERBREEEIEEME
WORRIE 2 8 Bl BB #E 49134, 148,000
B HEWRIBEAH AEEE
BE—BRBBE R0 ZEHMEW
MEBREBEERBEEZ_Z—IF
+ZA=1+—BIEFEZELEHR R
It BRERSERERE MZE TR
BEEEMS AEERBE_SZHF
+ B=1+—HIEFEHBLDEMEWK
FUIE#67,451,00058 7T ©

RZEZ_ZEHF+ R =+—8>
#9239,364,0008 T (ZE—N&F .
196,255,000 70) EXHFAEE R M
KREEZ B hFELRIE

FEEATEEEEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 A
177 O =

31 Dec
=BT

26.

R #5 ¥R R P 51

ember 2020

BE+-A=+—H

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Movement in the allowance for expected

credit losses of deposits and other receivables
(continued)

Rental deposits and construction deposits for the
warehouse amounting to HK$37,076,000 (2019:
HK$34,373,000) and HK$788,000 (2019: Nil) were
paid for the warehouse logistic business for the year
ended 31 December 2020 respectively.

Approximately HK$24,221,000 (2019: HK$50,550,000)
were the progress payments for the investment
targets.

The consideration receivable of disposal of Zhongshan
Shuixiang Lvyou Kaifa Company Limited of
approximately HK$18,814,000 grouped under other
receivables.

Approximately HK$66,405,000 (2019: nil) were
prepaid construction and development for the
properties for sale.

At the end of the reporting period, there were
reversal of allowance for expected credit losses
amounted to HK$56,576,000 recognised for the
year ended 31 December 2020 (2019: allowance of
HK$138,701,000).

China Beidahuang Industry Group Holdings Limited
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26.

FAfTTRIA ~ & R Hth FE U 7R IE
(&)

BE REMBWRIBETRIE S GRS
wEs (@)

BERYFTEBZAEHSRENES
¥4 9 537,076,000 T (ZE—H4F !
34,373,000 7T) 5788,0008 T (Z =
—NE 8 ERBE_ZEZE+T
BA=+—HIEEEX T

#924,221,0008 5 (Z&E—H & :
50,550,000870) AT EBZ(EHZ
PDIEERA(T R o

HEDRUHmKERERZEERASZ
FE A E4918,814,0005 75 DR E
fhFEUSERIEIE T o

FEYEZANEERBERIELLY
66,405,00087C (CTE—N4F . ) o

RBREHR BHE_Z _ZEFE+_H
=t HIFEECRIEHREESSE
B 5 458[0]56,576,00058 70 (Z B — £
$1%138,701,000 A 7T) °



27.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND PLEDGED
DEPOSITS

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

RERREFEVRERIFEFR

2020 2019

HK$'000 HK$'000

FET FET

Cash and bank balances (note) IREMIRITHEER 26,115 79,995

Time deposits EHAFR 18,857 47,777

44,972 127,772

Less: Pledged deposits W BIRRER (18,857) (47,777)

Cash and cash equivalents BREKRIBEEEY 26,115 79,995
Cash and cash equivalents in the FEReERERPNIRER

consolidated statement of BEEEY
cash flows 26,115 79,995

At the end of the reporting period, the cash and bank
balances and time deposits of the Group denominated
in Renminbi amounted to HK$16,831,000 (2019:
HK$66,033,000) and HK$18,857,000 (2019:
HK$47,777,000), respectively. The RMB is not
freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based
on daily bank deposit rates. Short term time deposits
are made for varying periods of between 1 day and 6
months depending on the immediate cash equivalents
of the Group and earn interest at the respective
short term time deposit rates. The bank balances and
pledged deposits are deposited with creditworthy
banks with no recent history of default.

Note: As at 31 December 2020, there were bank balances
of approximately HK$4,000 (2019: HK$11,721,000)
freezed due to litigation.

RBESHER AEBRARKE
MRS RBTEGURTEHEERD
A716,831,0008 0 (ZE—NF !
66,033,0005& 7T) 5218,857,0007% 7T (—
T— 4 : 47,777,000 7T) o SR 0 1R
15 0P B PO 3t B9 9B B MR ) R A BB~
ERGESERE AREFATERRT
MAEMER  AEREESEERRE
ETHEEXEENRTRARBRIRS
Hihgko

RTREUESHBRTERMNRZEH
FRBREH) B - FEHIE HIFRUIZ 1R E6
BRMEMFEL GRFrEHKREES
BEYME) @ WIRE B8 HE B ERF
REREH) R - RITAE R R BIRIRFERD
FRRERTEENCHRZEEER
7o

Mz RZE-EFE+"/B=+—H0 4
4,000 7T (ZE—HEF 1 11,721,000
BIT) 2RI RR A TR AR AL

FEEATEEEEZERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fn B R F5 IR R MY 5E

177 O =

31 December 2020

—ETFE+"RA=+—H
28. TRADE AND BILLS PAYABLES 28. FBE(EEESREMEE
An aged analysis of the trade payables as at the end of NRIBEHARIEN B ZIE %X E HH
the reporting period, based on the invoice date, is as ZEREOMUT :
follows:
2020 2019
HK$’000 HK$'000
FHET FAET
Within 1 month —ER R 7,608 35,292
1 to 2 months —EZR{EAR 10,483 33,749
2 to 3 months ME=1E2 4,945 1,748
Over 3 months BiB=@EAa 1,464 1,100
24,500 71,889
Bills payable NS 81,168 101,617
105,668 173,506
The trade payables are non-interest-bearing and FENBZRMATEE > —MRIE308 R
are normally settled on 30-day terms (2019: 30-day HR (CZB—HF 305 [RER) 55 -
terms).
As at 31 December 2020, bills payable RN_EZEF+ZA=+—H EFE
of approximately HK$81,168,000 (2019: F454981,168,0008 T (ZE—NF :
HK$101,617,000) were secured by the pledged 101,617,000 70) UK EB EIKIRFER
deposits of the Group. TEHERC
All the trade payables and bills payable are FTERMNE SR REMZEHUA
denominated in Renminbi. RI&sHE
29. OTHER PAYABLES AND ACCRUALS 29. HMENRIERESTER
2020 2019
HK$'000 HK$'000
FHET FHET
Other payables Hh (T8 44,164 112,299
Accruals FEStER 40,050 60,025
84,214 172,324
Other payables are non-interest-bearing and have an HthEMHREARZEBEFHHARA=
average term of three months. BA-

172 China Beidahuang Industry Group Holdings Limited
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30.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE BRI

31 December 2020
—E-FE+-A=+—H

OTHER PAYABLES AND ACCRUALS (continued) 29. HihpERZIERESER (@)

Included in other payables are HK$32,302,000 (2019: ST AEMFE HRIBAYSZE > 32,302,000

HK$58,825,000) rental deposits received from the BT (TE—H4F : 58,825,000 7T) B

tenants of logistic warehouse and office in PRC, BhEYREEEEATHEE WERL

HK$156,000 (2019: HK$129,000) related to leasehold FHE®E ; 156,000 T (ZE—HEF !

improvement payable. 129,000 70) SR B ¥R ERE IR

THAR -

Included in the accruals: FEH & AEE

i) the default interest of secured bond of h) DIREAELEENFNEL
approximately HK$21,800,000 (2019: 21,800,000 T (ZE—hNF :

HK$30,810,000) (note 31j);

30,810,000 70) (MizE31));

ii) the default interest of unsecured bond i) mIEIBEESE 22 EBNF ALY
of approximately HK$5,250,000 (2019: 5,250,000 7T (ZE— 1 F .

HK$8,116,000) (note 31I); and

8,116,000 7) (MI5E311) ;K%

iii) the default interest of unsecured bond iii) mIEBEES BN B A
of approximately HK$800,000 (2019: 800,000 (Z&E—N&F :

HK$6,897,000) (note 31k).

CONTRACT LIABILITIES

6,897,000 7T) (MzE31k) ©

30. AX9ARE

2020 2019
HK$'000 HK$'000
FHET FET
Receipts in advance from customers ~ FLEEERBWEFRIE
in relation to trading of products 94,699 85,200
Receipts in advance from customers — FHIER KMBHEBEWE L IE
in relation to construction and
development 86,786 -
181,485 85,200

FEIATEEEEZERERAT 173
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e MR M 5

31 December 2020
—ECRF+A=1+—H
30. CONTRACT LIABILITIES (continued)

Movement in contract liabilities for the years ended

31 December 2019 and 2020:

30. [=] IlgE\{f (nﬁ)
BE_Z-—NEFEkZ

=-sE+A

=+—HLEFEZEHNEEES !

Advance
receipts
from
customers
FkERRE
HK$'000
FHET
Balance at 1 January 2019 RN _E—hE—B—HZ 4R 51,417
Decrease in contract liabilities as RERNREV AN BEZFRNRAL
a result of recognising revenue Hinh ABR Zz s &a /R
or other income during the year
that was included in the contract
liabilities at the beginning of the
year (51,417)
Increase in contract liabilities BHaEEN FTEEFAERA A
excluding amounts recognised as ZERE
revenue during the year 85,200
Balance at 31 December 2019 R _E—hF+ZB=+—BHZHEER 85,200
Balance at 1 January 2020 NZETEF—A—HZEER 85,200
Decrease in contract liabilities as AER N EV st ATNERZFRNWRAD
a result of recognising revenue HWAERZz 688 ERD
or other income during the year
that was included in the contract
liabilities at the beginning of the
year (85,200)
Increase in contract liabilities BHNEREEN TEEFAERSIA
excluding amounts recognised as Z2&%8
revenue during the year 181,485
Balance at 31 December 2020 WN_E_EFE+_B=+—HZ&EER 181,485
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BANK AND OTHER BORROWINGS

ye= A
177 g |

R #5 SRR P 51

31 December 2020
—E-SEt_A=+—8

31. RITRHEMEES

—_—= =

2020 2019
HK$’000 HK$'000
FHET FAET
Secured bank loans BIRRIRITEMN

(notes a and b) (Mf5Takeb) 67,116 78,761
Unsecured other loans BIRREMER (EEcED)

(notes c to i) 74,608 76,910
Secured bonds (note j) BiREES (TsE) 109,000 109,000
Unsecured bonds (notes k to 1) BIKIES (HEEkED) 142,300 277,291

393,024 541,962
Carrying amounts repayable REE W ZPT & T EE R H A

within one year based on BR—FRNEENRESEE

scheduled payment dates set out

in the agreement 360,833 541,962
Carrying amounts not repayable BEARBREHARE—FANE

within one year from the end EEAFREREEFRR

of reporting period but contain REEE GInARBHER)

a repayment on demand clause

(shown under current liabilities) 32,191 -

393,024 541,962
Less: amounts due within one year B AR AREBEN
shown under current liabilities —FRNEHINEEE (393,024) (541,962)

Amounts shown under
non-current liabilities

RN ELIE =KL o

PEERREXREMERBRAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR e M ImRMEE

31 December 2020
—ECEF+ZH=+—H
31. BANK AND OTHER BORROWINGS (continued)

Notes:

(a

(9]

(e)

(9

As at 31 December 2020, the secured bank
loan of approximately HK$67,116,000 (2019:
HK$78,253,000) was secured by investment
properties with fair value of approximately
HK$308,246,000 (2019: HK$288,844,000) and
personal guarantee by shareholder of the Company
and his wife and related parties.

As at 31 December 2019, the secured bank loan of
approximately HK$508,000 was secured by personal
guarantee of the Company’s management.

As at 31 December 2020, unsecured other
loan of approximately HK$36,167,000 (2019:
HK$34,096,000) was borrowed from Beidahuang
Marketing Co. Ltd., the non-controlling shareholder
of a Group company. The purpose for loans were
purchasing staple food and liquor wine.

As at 31 December 2020, unsecured other loan of
approximately HK$2,950,000 (2019: HK$8,000,000)
was borrowed from an independent third party.

As at 31 December 2020, unsecured other
loan of approximately HK$20,752,000 (2019:
HK$19,563,000) was borrowed from Dongguan
Zhenyue Property Investment Company Limited, the
non-controlling shareholder of a Group Company.

As at 31 December 2020, unsecured other loan of
approximately HK$593,000 (2019: HK$559,000) was
borrowed from Dongguan Yuehe Zhiyuan Investment
Development Company Limited, the non-controlling
shareholder of a Group Company.

As at 31 December 2019, unsecured other loan of
approximately HK$5,692,000 was borrowed from an
independent third parties.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

IR1T %
PYEE

(a

Hfg& (&)

A TECEZFE+_A=1+—H'B
PR 1T ERNAY67,116,00058 75 (Z
T—F £F © 78,253,000 7T) ThEA
,1E49308,246,000 7T (ZZE—H
£F 1 288,844,000/8 70) IR E Y £F
B EBARAFEREREETUR
RN 5 EHEAIER

ﬁé:ﬁ—haL—ﬁ =+—B'B
IR T E F49508,0008 75 /5 H
mﬂa%’ﬁf’%wIMﬁgﬁf’H&
o

WZEZEF+ZHA=+—H"
KR EMER ’336167000/%75(
T— L€ © 34,096,000 7T) THEE
EEQTHIEIERIRETIL AT
B BIRAE - ﬁi@??ﬂﬁﬁﬁf’ﬁhﬁ%
FERBEERBAR

W_E_FFE+_HB=+—H"
IR E M E 42,950,000 7T (7
T— N4 : 8,000,000 7T) TL1E B 15
TE= o

RIZETZEF+"RF=+—H"
HREMER *_120752000%75(
Z— .4 1 19,563,0007% 7T) JHEE
EBARMIFERKEREDongguan
Zhenyue Property Investment
Company Limited e

R_F_FTFE+A=+—8"
IR E M B A9593,00058 7T (ZF
— & 1 559,000%7T) HEEEE
NERIFFER IR ERDongguan Yuehe
Zhiyuan Investment Development
Company Limited e

R-ZE—h&E+-B=+—8 &
IR E M E 495,692,000 05 &
BEIE=H°



31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BANK AND OTHER BORROWINGS (continued)
Notes: (continued)

(h)

As at 31 December 2020, unsecured other loan of
approximately HK$6,250,000 (2019: HK$9,000,000)
was borrowed from an independent third parties.

As at 31 December 2020, unsecured other loan of
approximately HK$7,896,000 was borrowed from the
shareholder of the Group.

As at 31 December 2020, secured bond
of approximately HK$109,000,000 (2019:
HK$109,000,000) were borrowed from an
independent third party and secured by the
equity interests of two subsidiaries. The secured
bond was expired during the year ended 2019
and as at 31 December 2020 the default interest
was approximately HK$21,800,000 (2019:
HK$30,810,000) with default interest rate of 10%
per annum (note 29) (the “Default Secured Bond”).
The Group is negotiating with secured bondholder to
extend the Default Secured Bond.

As at 31 December 2020, unsecured bonds
of approximately HK$64,000,000 (2019:
HK$195,000,000) was the principal amount
of matured convertible bonds. Approximately
HK$4,000,000 of the unsecured bonds were expired.
The default interest was approximately HK$800,000
(2019: HK$6,897,000) with default interest rate of
10% per annum (note 29). Details please refer to
note 33.

As at 31 December 2020, unsecured bonds
of approximately HK$78,300,000 (2019:
HK$82,291,000) were borrowed from independent
third parties. Approximately HK$78,300,000 (2019:
HK$78,300,000) of the unsecured bonds were
expired. The default interest was approximately
HK$5,250,000 (2019: HK$8,116,000) with default
interest rate of 2% to 6% per annum (note 29). The
Group received a winding up petition issued by one
of the unsecured bondholders. Please refer to note
46(ii) for further details.

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

IRITREMBEE (&

=

(h)

(&)

A CECEZE+_A=+—H &
HE R H fth & 70496,250,0008 7T (Z
FT—H,4F : 9,000,000 7T) JH & B1E

s —

TUE=Fe

N_E_EF+_F=+—H &
R E Mt & 0 497,896,00058 75 &
EAREERKE-

AZETEEF+ZHA=+—H'B
HIME$49109,000,0008 75 (—
T—f,4F 1 109,000,000 75) b
EEBISE=H HMERBAT
ZIREFIEF B FES P&
E_E-AFEILEERm ER
TEITZF+RA=+—H EE
HEFEI0%TENEBNFELD
#21,800,0008 T (ZE—NF !
30,810,0007870) (FIzF29) (MEXE
KIFES)) - AEBEHBKFRE
EFEAERLEEENBIRRES
ZHABR ©

RZEZEF+ZB=+—8">
HEIEIR(ES4964,000,000%8 70 (&
T — A4 195,000,000 7T) b
BEPAIMBRESZ AR W
4,000,000tz BmIEIFESFEE
Mo BEBHNEFNEI0%TENELN
F 249 4800,0008 T (ZEBE—NF:
6,897,000/ 7T) (M5E29) - BRIGF
15 BRI EE33

A CECEF+_RA=+—H &
IR (E254978,300,0008 7T (&
—fLEE 1 82,291,000 7T) TL1E B 15
5 =75 478,300,000/ T (Z &
—NLEE © 78,300,000 70) 2 HEIE I
BHEBER 2% E6% 2 BLHER
I EHENN B4 75,250,000
T (ZE—H4F 1 8,116,00057T) (M
5529) c AEEWE — L EIKFES
BFEANEHZ EREF E—FF
15 sE 2 RBMI EE46() ©
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32.

BTSRRI E
ember 2020
B2FE+"_A=1+—H
BANK AND OTHER BORROWINGS (continued) 31. $RITREMES (&
The above bank and other borrowings that are PRI EEMESHLEHERS
denominated in currencies other than the functional BETHAE S M DISNMY S & 5 > 5 W
currencies of the relevant group entities are set out T
below:
2020 2019
HK$'000 HK$'000
FHT THET
RMB AR 132,524 138,671
HK$ BT 260,500 403,291
393,024 541,962
The ranges of interest rates on the Group’s bank and AEESRTEEMESNHXEEN
other borrowings are as follows: :
2020 2019
% %
Secured bank loans BEFIRITER
(notes a and b) (MyzEakeb) 5.22-566  5.00-5.66
Unsecured other loans EITHEMER (IEEcED
(notes c to i) 4.35-18.00 4.35-18.00
Secured bonds (note j) BIRRES (M) 10.00 10.00
Unsecured bonds (notes k to 1) EIEFRES (H5EkED 2.00 - 6.00 2.00 - 6.00
DEFERRED TAX 32. IRIEFRIE
For the purpose of presentation in the consolidated MR SRR RExh 2 25 mM= &
statement of financial position, certain deferred tax FiRERESEHNGEEHEEIEN 5t

assets and liabilities have been offset. The following
is the analysis of deferred tax balances for financial
reporting purpose:

MHEE2RENETZIEERIBEERD
DI

2020 2019

HK$'000 HK$'000

FAET FET

Deferred tax asset RILHRIBEE (11,160) (7,370)
Deferred tax liabilities RIERIBAE 33,871 51,266
22,711 43,896

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

DEFERRED TAX (continued) 32. RERIE ()
The following are the major deferred tax assets and MRAEAFELBTFERD 2 T EIEIE
liabilities recognised and movements thereon during RIEEENEBEREEHIN T o
the current and prior years.
Fair value
adjustments
arising from
Revaluation  acquisition  Accumulated Allowance
of investment of losses  Convertible for expected
property  subsidiaries  recognised bond  credit losses Total
it
MEBAF
Bff EEW RS BHEE
RENE  AnERE 2HEE  TRERES Rkt Eh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TERL TEx TEn Thn TEn
Deferred tax liabilities at 1 January 2019 RZE—A&E—F—-HZ
EEiEaE 28643 26,016 (5.921) 49 (1,789) 47,445
Deferred tax charged/(credited) tothe ~ ERIR/ G A

consolidated statement of profitorloss A BHREMEE

and other comprehensive income during WA B R 2 EHERIE

the year (note 11) (bzE11) 1,530 2,657) - (496) W (1,381)
Exchange realignment EREE (3,009 743 107 - 9 (2,168)
Deferred tax liabilities at RIZ-nEF+ZA=1+-H

31 December 2019 and RZZ2ZZF-F-Hz

1 January 2020 BEREEE 27,164 24,102 (5,814) - (1,556) 43,89
Deferred tax charged/(credited) tothe  ER1N/ GFA)

consolidated statement of profitorloss ~ &ABHREMEE

and other comprehensive income during WA &R 7 EIERIE

the year (note 11) (Mzk11) 1,201 (2,649) - (1) (3,063) (4,588)
Disposal of a subsidiary (note 37) HE-RBIEAT (E37) - (17,485) - - - (17,485)
Recognition of tax from convertiole bonds B2 AT AR EAIRE (ft3E33)

(note 33) - - - 539 - 539
Exchange realignment ERBE 1871 (801) (473) = (254) 349
Deferred tax liabilities at RIBZEE+ZH

31 December 2020 -t+-HBz

EiLiEaE 30,242 3,167 (6:287) 462 (4.873) 071

No tax losses arising in Mainland China (2019: HK$nil)
that will expire in one to five years for offsetting
against future taxable profits. Deferred tax assets have
not been recognised in respect of these losses as they
have arisen in subsidiaries that have been loss-making
for some time and it is not considered probable that
taxable profits will be available against which the tax
losses can be utilised.

KRRt EEEREBGE (ZF
—NE BB IR —ELFREF
HMRRRERB G B EMZ SRR
HSELEMEBEEE  RRZHREET
REEEEBE—ERFEHZWNBAR HX
R 4 FE ER AR i A1) BT AR R IR SH AR T S
e
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CONVERTIBLE BONDS

The Group issued convertible bonds with a coupon
rate of 10% per annum at a total principal value of
HK$200,000,000 on 8 June 2017 to an independent
third party (the “bondholder”). The convertible bonds
can be converted into 500,000,000 shares at the
bondholder’s option at rate of HK$0.4 per share.

The convertible bonds comprise of liability component,
conversion component and early redemption option.
The equity component is presented in equity heading
“convertible bond reserve”. The effective interest
rate of the liability component on initial recognition
is 13.42% per annum. Conversion may occur at
any time between 8 June 2017 to 7 June 2019. If
the bonds have not been converted, they will be
redeemed on 7 June 2019. The Company may at
any time redeem the outstanding principal amount
of the bonds at face value together with the accrued
and unpaid coupon on the principal amount to be
redeemed. Coupon of 10% per annum will be paid
semi-annually to the bondholder. The convertible
bonds have been matured on 7 June 2019. The
outstanding convertible bonds transfer to other
borrowing (note 31).

The Group issued convertible bonds with a coupon
rate of 12% per annum at a total principal value of
HK$111,100,000 on 1 November 2020 to not less
than six placees, being professional, institutional
and other investors who are independent of and not
connected with the Company. The convertible bonds
will mature on 31 December 2021 at its principal
amount or can be converted into 1,111,000,000
shares at the conversion rate of HK$0.1 per
share. The net proceeds of placing in amount of
HK$109,100,000 were used to settled the outstanding
above other borrowing.

The convertible bonds comprise of liability component,
conversion component. The equity component is
presented in equity heading “convertible bond
reserve”. The effective interest rate of the liability
component on initial recognition is 13.58% per
annum.

China Beidahuang Industry Group Holdings Limited
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CONVERTIBLE BONDS (continued) 33. AR ES (8
The movement of the equity component and liability FRAMBRESHNEGZREES DN
component of the convertible bonds for the year is set EENE DT :
out below:
Liability Equity
component component Total
aREHS B by
HK$'000 HK$'000 HK$'000
TET FET TER
At 1 January 2019 R_Z—h%E
—B—H 195,378 9,894 205,272
Effective interest charged ERMNEZH 11,523 - 11,523
Interest payable FERFIE (8,658) - (8,658)
Mature of convertible bonds AARESEISR (198,243) (9,894) (208,137)
At 31 December 2019 and RIZE—NF
1 January 2020 +ZB=+—Hk
2 FF—-A—H - - R
Issue of convertible bonds BT ES 107,833 1,267 109,100
Recognition of deferred taxation IR IE - (539) (539)
Effective interest charged BRAEEH 2,611 - 2,611
Interest payable 7R (2,222) - (2,222)
At 31 December 2020 R_2ZTE
+ZA=+—"H 108,222 728 108,950

As at 31 December 2020, the outstanding principal
of the convertible bonds was HK$111,100,000 (2019:
nil).

A ECEEFE+"_B=+—HKEE
Z AR ESAREEEA111,100,0008
T (CE—NEFE H) o
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LEASE LIABILITIES

The Group's lease liabilities arise from the lease of
properties of 3 to 20 years (2019: 4 to 20 years).
Interest rate underlying for the lease was from 6.48%
t0 7.00% (2019: 6.48% to 7.00%) per annum.

At 31 December 2019 and 31 December 2020, the
Group had lease liabilities repayable as follows:

34,

HEaE
AEBZHESEBELENIE20E (&
T—NE 4FE20F) WYERE-AE
BRI EF RN F6.48%E7.00% (—
B—NE 6.48%FE7.00%) e

AZB—AFTZA=+—BR=
—EE+-A=+—8; K%@%Ea
ZHESENT

Present value

of the minimum
lease payments

Total minimum
lease payments

RIEHE RIEHE

TRRE {TRRAEEE
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
FTER FET T#ER FTER
Within 1 year —ER 127,806 105,289 178,202 156,469
After 1 year but within 2 years —FREMER 122,253 88,803 165,127 142,649
After 2 years but within 5 years MERERER 261,918 220,723 347,965 321,816
Over 5 years EENE 303,942 343,234 354,383 415,296
815,919 758,049 1,045,677 1,036,230
Less: total future interest expenses B RIA) B R AR (229,758) (278,181)
Present value of lease liabilities HEARBRE 815,919 758,049

Lease obligations denominated in RMB was
approximately HK$649,715,000 as at 31 December
2020 (2019: HK$691,507,000).

The Group does not face a significant liquidity risk
with regard to its lease liabilities. Lease liabilities are
monitored within the Group's treasury function.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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SHARE CAPITAL 35. B&Z
Shares B
2020 2019 2020 2019
Number Number
L] #E
‘000 ‘000 HK$'000 HK$'000
T Fie FTET TET
Authorised: T
Ordinary share of HK$0.10 BREEI10ETH
LRk 8,000,000 8,000,000 800,000 800,000
Issued and fully paid: BT R
Ordinary share of HK$0.10 each SREE10ETH
BiElk
At 1 January K—BA—H 6,225,126 5,617,258 622,513 561,726
Issue of share upon subscription KRR R TIR D
new shares (note a) (P5ta) - 624,868 = 62,487
Cancellation of repurchased shares SHEEEIRG
(note b) (Rf¥zEb) - (17,000) - (1,700)
6,225,126 6,225,126 622,513 622,513
Notes: T

On 12 April 2019, 624,867,599 ordinary shares
of HK$0.23 each were issued at HK$0.185 per
subscription share as a result of the subscription
agreements dated 21 March 2019. The net
proceeds of the subscription, after deducting the
expenses payable by the Company, is approximately
HK$114,601,000 which was used by the Company
for the Group’s business development, investments,
acquisition, repayment of loans and general working
capital purpose. Details of which were disclosed in
the Company’s announcement dated 12 April 2019.

On 31
17,000,000 shares in respect of shares repurchase on
28 May 2018, 18 September 2018, 10 October 2018
and 19 October 2018.

May 2019, the Company cancelled

NZZE2—NFOA+IZH  xAH
HfA-E—hE=B=+—H
2B EMIRE KRB ER7%0.185
BT E17624,867,599 SR EE
0.23Bm 2 ZEA% - RINPRA QB E
TzHZE BEFEBEBZMENIE
FEEXA114,601,0008 70 BAER
BIREARERZEBER - RE K
B EEERER—REEETHAR-
BRBENRAABRASHEA-ZZE—H
FOB+—HZ AR E-

N_E—-NERB=+—H > &A
AN _E—NEAEB=-+/\H"
ZE-NFEAB+NAB-ZZ2—N
F+A+BER-_E—NE+A+A
H#ETZ B % BRI 5E8417,000,000
B RZ AR
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SHARE OPTION SCHEMES

The Company operates two share option schemes
for the purpose of providing incentives and rewards
to eligible participants for their contribution to,
and continuing efforts to promote the interests of,
the Group. A share option scheme was adopted by
the Company on 23 May 2007 (“2007 Scheme™)
and terminated on 22 May 2017, and a new share
option scheme (“2017 Scheme”) was adopted by the
Company pursuant to a resolution passed on 9 June
2017 ("Adoption Date”). The 2017 Scheme, unless
otherwise cancelled or amended, will remain in force
for 10 years from the Adoption Date.

The maximum number of shares in respect of which
options may be granted under the 2017 Scheme and
under any other schemes of the Company must not in
aggregate exceed 10% of the total number of shares
in issue at the date of the passing of the resolution for
the adoption of the 2017 Scheme. The total number
of shares issued upon exercise of the options granted
to each eligible person in any 12-month period up
to and including the date of grant shall not exceed
1% of the shares in issue as at the date of grant. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition,
any share options granted to a substantial shareholder
or an independent non-executive director of the
Company, or to any of their associates, in excess of
0.1% of the shares in issue of the Company or having
an aggregate value in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SHARE OPTION SCHEMES (continued)

A grant of options may not be made after inside
information has come to the knowledge of the
Company until it has been published. In particular,
no options may be granted during the period
commencing one month immediately preceding
the earlier of the date of the Board meeting for
the approval of the Company’'s results for any year,
half-year, quarterly or any other interim period
and the deadline for the Company to publish an
announcement of its results for any year, half-year,
quarterly or any other interim period. The period
during which an option may be exercised will be
determined by the Board in its absolute discretion,
save that no option may be exercised more than 10
years after it has been granted.

The subscription price of a share in respect of any
particular option granted under the 2017 Scheme shall
be such price as the Board in its absolute discretion
shall determine, save that such price must be at least
the higher of the official closing price of the shares as
stated in the Stock Exchange's daily quotations sheet
on the date of grant, the average of the official closing
prices of the shares as stated in the Stock Exchange’s
daily quotations sheets for the five business days
immediately preceding the date of grant and the
nominal value of a share.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

36.

e MBS IRRMEE
31 December 2020
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36. SHARE OPTION SCHEMES (continued) 36. BERSFEEtE| (88)
The following share options were outstanding under FR T B+ EE B TEIGRE
the 2007 Scheme during the year: HARITE
2020 2019
Weighted Weighted
Average average
exercise exercise
price Number price Number
per share of options per share of options
hnEF faRgE T FERRE
BRITHEE gE SROEE g8
HK$ ‘000 HK$ ‘000
AT Tk BT Th
At 1 January R—B—H - = 0.436 198,000
Lapsed during the year FERRR - = 0.436 (198,000
At 31 December ®+ZBA=+—H - - - -
The exercise prices and exercise periods of the share RIRERRER  RITFBEIEENTEEE
options outstanding as at the end of the reporting 1T{EEAUN T :

period are as follows:

China Beidahuang Industry Group Holdings Limited
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36. SHARE OPTION SCHEMES (continued) 36. BERRHEEE) (88)
2019 —E—HF
Number of share options
BREHE
Date of
At Granted Exercised Cancelled Lapsed At grant of
1 January during during during during 31 December  share Exercise period of Exercise price of
Name or category of participant 2019 the Year the Year the Year the Year 2019  options®  share options share options ©
RZE-h& RIZ-h&E BRERH
SHEERRHER -B-8B 3h FAIfE FAEH FRXM +ZA=+-B RAHY RN RRETREY
HKS per share
gER
Directors
%
Mr. Ke Xionghan 3,000,000 - - - (3,000,000 - 14-10-16 01-07-17 - 13-10-19 0.436
EREE 3,000,000 - - - (3,000,000) - 14-10-16 14-10-17 - 13-10-19 0.436
4,000,000 - - - (4,000,000) - 14-10-16 14-10-18 - 13-10-19 0.436
10,000,000 - - - (10,000,000) -
Ms. Ho Wing Yan 300,000 - - - (300,000) - 14-10-16 01-07-17 - 13-10-19 0.436
[EESis-es 300,000 - - - (300,000) - 14-10-16 14-10-17-13-10-19 0.436
400,000 - - - (400,000) - 14-10-16 14-10-18 - 13-10-19 0.436
1,000,000 - - - (1,000,000) -
Mr. Ho Man Fai 300,000 - - - (300,000) - 14-10-16 01-07-17 - 13-10-19 0.436
XBRE 300,000 - - - (300,000) - 14-10-16 14-10-17-13-10-19 0.436
400,000 - - - (400,000) - 14-10-16 14-10-18 - 13-10-19 0.436
1,000,000 - - - (1,000,000) -
12,000,000 - - - (12,000,000) -
Ex-directors
Eﬁ%s(()
Mr. Jiang Jianjun 300,000 - - - (300,000) - 14-10-16 01-07-17 - 13-10-19 0.436
TRERE 300,000 - - - (300,000) - 141016 141017 -13-10-19 0.436
400,000 - - - (400,000) - 14-10-16 14-10-18 - 13-10-19 0.436
1,000,000 - - - (1,000,000) -
Dr. Loke Yu 300,000 = = = (300,000) - 14-10-16 01-07-17 - 13-10-19 0.436
BEMHEL 300,000 - - - (300,000 - 141016 14-10-17-13-10-19 0.436
400,000 = = = (400,000) - 14-10-16 14-10-18 - 13-10-19 0.436
1,000,000 S S = (1,000,000) -
2,000,000 - - - (2,000,000) -
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36. SHARE OPTION SCHEMES (continued) 36. BERGFEEtE| (88
2019 “E-NEF
Number of share options
BRESE
Date of
At Granted Exercised Cancelled Lapsed At grantof
1 January during during during during  31December  share Exercise period of Exercise price of
Name or category of participant 2019 the Year the Year the Year the Year 2019 options®  share options share options ©
RZF-h%E RZF-hE RBRERH
SHEERTAER —-A-H EREL ERTfE EREH ERXYM +ZA=+-B AHY R ETEN BlRTEEY
HKS per share
BRET
Other Employees
HitfES
In aggregate 17,250,000 - - - (17,250,000) - 14-10-16 01-07-17 - 13-10-19 0.436
iast 17,250,000 - - - (17,250,000 - 14-10-16 14-10-17-13-10-19 0.436
23,000,000 - - - (23,000,000) - 14-10-16 14-10-18 - 13-10-19 0.436
57,500,000 - - - (5,750,000) -
Consultants
il
In aggregate 37,950,000 - - - (37,950,000) - 14-10-16 01-07-17 - 13-10-19 0.436
st 37,950,000 - - - (37,950,000) - 14-10-16 14-10-17-13-10-19 0.436
50,600,000 - - - (50,600,000) - 14-10-16 14-10-18 - 13-10-19 0.436
126,500,000 - - - (26,500,000) -
198,000,000 - - - (198,000,000) -
* The exercise price of the share options is subject to * EHRENARBITHAREREAH
adjustment in the case of rights or bonus issues, or AL ERIE R T BRENTT
other similar changes in the Company'’s share capital. EEEEL AR

China Beidahuang Industry Group Holdings Limited
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36.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SHARE OPTION SCHEMES (continued)

During the year ended 31 December 2019, all share
options have been lapsed and no new addition of
share options.

The fair value of equity-settled share options during
the year was estimated as at the date of grant, using
a binomial model, taking into account the terms and
conditions upon which the options were granted. The
following table lists the inputs to the model used:

36.

e B EmRRMEE
31 December 2020
“eosEtsA=+-H
B EE (B
HE_ZE—hEFE+_B=+—HLE
B A BREE AN AT EITIERER
o

FR REGEBREAAEREHAE
Bk —IRIVEIUEH 5t K Z B
BRI B IRRR R 51 o« SR &SI PR A
BANEIEER -

2016

Grant date

RE B

14-10-2016

Dividend yield (%) & B (%) -

Expected volatility (%) TERR R 1R(%) 8

Historical volatility (%) JE S22 1R (%) 58

Risk-free interest rate (%) i R P A 2=(%) 0.58

Expected life of options (years) FEAGMETERAEEHR (&) 3
Weighted average share price MREFEHRE (BB T)

(HK$ per share) 0.436

The expected life of the options is based on the
historical data over the past three years and is not
necessarily indicative of the exercise patterns that may
occur. The expected volatility reflects the assumption
that the historical volatility is indicative of future
trends, which may also not necessarily be the actual
outcome.

No other feature of the options granted was
incorporated into the measurement of fair value.

BRENTEHREHEEBE=ENE
LHESE HARBBTRENARNE
1R o TR HA IR 08 Sz R FE SE R B PI 45 R A 2R
BENER AT RLEERER -

RHBERESEEMSERMAALIR
BEREtE-

FEEATEEEEZERERAR
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fn e TSR R MY EE

31 December 2020

—ECEF+"A=+—H

36. SHARE OPTION SCHEMES (continued)
There were no share options granted, lapsed or
exercised during the year ended 31 December 2020.

37. DISPOSAL OF SUBSIDIARIES

(a) On 27 November 2020, the Group entered into
a sale and purchase agreement to disposal of
its equity interest in Zhongshan Shuixiang Lvyou
Kaifa Company Limited to an independent
third party (“the Purchaser”) for cash
consideration of RMB16,800,000 (equivalent to
approximately HK$20,000,000). The disposal
was completed on 22 December 2020.

36.

37.

FBRGREETE (B
BE_E-_ZEF+_A=+—HL®=E
B BB IR IS s i TfE o

AR

(a)

N_E_EF+—HB-+tH>
AEBMITUEERE O %E
vE=HEA) HEERFWL
KBIRIEF AR AT Z IR
HERERARK16,800,0007T
(#8271 4920,000,0003E 7T) °
ZHEER _E-ZFE+ "8
“+ZB=mM-

Summary of the effects of the disposal is as HEEEBMEYT ©
follows:

HK$'000
Consideration: RME: FET
Total consideration BMARE 20,000

China Beidahuang Industry Group Holdings Limited
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37.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DISPOSAL OF SUBSIDIARIES (continued) 37.

(a) (continued)

Analysis of assets and liabilities over which

control was lost

e B EmRRMEE
31 December 2020
“eosEtsA=+-H
HEMB AT (@)
@ (@&
KREZHEZEEREED N

HK$'000
FAET
Non-current assets JERENEE
Intangible assets BLBEE 41,261
Right-of-use assets ERAEEE 2,374
Current assets MEEE
Other receivables H fih fE W FIB 1,360
Cash and cash equivalents RERIREEED 49
Current liabilities ik =R
Other payables and accruals ~ EAhES TIE KR ETE A (2,270)
Amount due to related party — FE{JREEE 5 7B (1,138)
Lease liabilities HESE (940)
Non-current liabilities JEREAE
Lease liabilities HEaE (1,534)
Deferred tax liabilities EIERIEEE (17,485)
Net assets disposed P EBEEFE 21,677
Release of exchange difference 7 HERFEEIE R E%8
upon disposal (68)
Release of non-controlling PR E RO JE RS e (TFFIER )
interest (“NCI") upon
disposal (1,253)
20,356

FEEATEEEEZERERAR
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020
—ECEF+ZH=+—H

37. DISPOSAL OF SUBSIDIARIES (continued) 37. HEMBAR (48)
(@)  (continued) @ (#&
Loss on disposal of a subsidiary HE—RB AT ZEE
HK$'000
FAET
Consideration receivables FEW B 18,814
Consideration received BB 1,186
Net assets disposed P EBEFE (21,677)
Release of exchange difference 1% U P F o] BB 00 = BB
upon disposal 68
Release of NCI upon disposal R HER RO IFER R 1,253
(356)
Net cash inflow from disposal a subsidiary HE—RNRBABRZRER
L]
HK$'000
FAET
Consideration received in cash MR RBEZFEYWERZ B
cash equivalents 1,186
Less: Cash and cash equivalents B FMHERERIREEEY
disposed of (49)
1,137

China Beidahuang Industry Group Holdings Limited
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37.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DISPOSAL OF SUBSIDIARIES (continued)

(b)

On 20 May 2019, the Group entered into a
sale and purchase agreement to disposal of its
equity interest in Zhongshan Jiangluo Industrial
Co., Limited to an independent third party
(the “Purchaser”) for cash consideration of
RMB59,500,000 (equivalent to approximately
HK$67,717,000). The disposal was completed
on 23 May 2019.

Summary of the effects of the disposal is as
follows:

Consideration: ~RfE:

e MBRRMIEE
31 December 2020
“ECEFHTRA=+—H

HEMB AT (&)

b)) RIE-—AFHEAZ+H 'R
EEHITIEEWZE M— %A
YE=R(TEFI) HEHER
Zhongshan Jiangluo Industrial
Co., Limitedz &1 IRERES
AR 59,500,000t (FBERA
67,717,000/87T) - ZHEBRZ
E—HhERA-+=H%Me

HEZHERENT

Acquiree’s
carrying
amount and
fair value

WURHET 2
SREERARE
HK$'000

TATT

Total consideration BB

67,717

FEEATEEEEZERERAR
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020
—ECEF+ZH=+—H

37. DISPOSAL OF SUBSIDIARIES (continued)

(b)

37. LEMEBAR (&)

(continued) by (8
Analysis of assets and liabilities over which xS EERABESR
control was lost
HK$'000
FAET
Current assets TMENEE
Other receivables HAE U RIE 79,231
Cash and cash equivalents RERIREEEY 4
Current liabilities mENEE
Other payables HAth &I 7RIE (13,692)
Net assets disposed FTHEBEEZE 65,543
Release of exchange difference RHERERLIERELE
upon disposal 825
Release of non-controlling 7 & B (]
interests (“NCI") R S
upon disposal (TFEZERE ) (1,147)
65,227
Gain on disposal of a subsidiary HE—RHMBAR ZUZHE
2019
HK$'000
FAET
Consideration received EUWIE 67,717
Net assets disposed FrHEBEERE (65,543)
Release of exchange difference 1% U PR FE o] BB 02 = %A
upon disposal (825)
Release of NCI upon disposal 7 & B R O] I RS R 2 1,141
Gain on disposal HE 2 W 2,490

China Beidahuang Industry Group Holdings Limited
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38.

39.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
“ECEE+A=+—R

DISPOSAL OF SUBSIDIARIES (continued) 37. HEMEBAR (48)
(b)  (continued) by (&
Net cash inflow from disposal of a HE—RBMBABIZIRE R
subsidiary JBRE
2019
HK$'000
TFET
Consideration received in cash and ~ MUIRESKIRESZFEY
cash equivalents WERZ & 67,717
Less: cash and cash equivalents B FTHERE R
disposed of REFEEY (4)
67,713
PLEDGE OF ASSETS 38. EEiKH
Details of the Group's bank loans, which are secured FEBUHEEFBRRZIRITEMRF
by the assets of the Group, are included in notes 28 B RIE I TR R MIEE28 /K31 ¢
and 31, respectively to the financial statements.
OPERATING LEASE ARRANGEMENTS 39. KREHEZHE

The Group leases certain properties under operating
lease arrangements. Leases for properties are
negotiated for terms ranging from one to five years.

As Lessors

At 31 December 2019 and 2020, the Group has
contracted with tenants for the following future
minimum lease payments:

FEERBEEEHELXHHEEETY
X -MEHERESL—ERLFHEM

fERHEA
R_E-AWFR-_E-_ZEF+_°A
=+—B > AEBREEPHLUTREKR
R RETA

2020 2019

HK$°000 HK$'000

FHET FAET

Within one year —FR 241,179 231,518
In the second to fifth years BEEFAHF 223,263 279,760
Beyond five years BB AE 6,270 8,603
470,712 519,881

Operating lease payments represent rentals payable by
the Group for certain of its office properties. Leases
are negotiated for an average term from two to three
years and rentals are fixed over the lease terms and do
not include contingent rentals.

REHREIREREEREETHA
EYERNG AL - HENTHIABR
BAME=ZF RESRBHNEE
NEFESAEE -

FEEATEEEEZERERAR
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR e M ImRMEE

31 December 2020
—ETFE+"RA=+—H

40. CAPITAL COMMITMENTS 40. BEAKIE
2020 2019
HK$'000 HK$'000
FAET FEx
Capital expenditure in respect of the ~ BEIBFTANERNRGE M
construction cost of properties for BRRPEHE 2 FEMERR
sale contracted for but not provided BAEZERFEE
in the consolidated financial
statement 16,600,000 -
41. MATERIAL RELATED PARTY TRANSACTIONS AND 41. B KA H IS REEiR
BALANCES
(a) Transactions with related parties and (a) HEABAESTZXZERAE
connected transactions X5

196

(i) As at 31 December 2020, the bank
loan of HK$67,116,000 (note 31(a))
were guaranteed by Shenzhen Jianlai
Industrial Co., Ltd. ("RYIFEREEXE
FR/AE]"), a related party of the Group,
Mr. Jiang Jianjun and his wife, the
shareholders of the Company and the
investment property of the Company.

As at 31 December 2019, the bank loan
of HK$78,253,000 was guaranteed
by the investment property of the
Company, Mr. Jiang Jianjun and his wife.

At 31 December 2020, the unsecured
other loan of HK$7,896,000 (note 31(i))
was borrowed from the shareholder of
the Company.

At 31 December 2019, the secured bank
loan of HK$508,000 (note 31(b)) was
secured by personal guarantee of the
Company’s management.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

(i)

WZE_ZTE+_-H
=+ —HBIRITE®R
67,116,000 75 (M=t
31(a)) ThEH A EE R
FUNTREKEERRA
BN ARBIREITIRES:
S REZSFRANBERE
YIZEEHER

RZE—hAEFE+ZA
=+—H ' RBRITEX
78,253,000 BrT/hHEAR
BREYE IEERLE
REZFEHER

WZE_ZTE+_-H
—+—H EIRBEME
7,896,000 7T (Fft s
31) IhfE B AR AR KRR

R_E—-NFE+ZA
=+—H>BEWIET
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

41. MATERIAL RELATED PARTY TRANSACTIONS AND
BALANCES (continued)
(a) Transactions with related parties and
connected transactions (continued)

(ii)

On 10 June 2019, the Company
renewed the Framework Agreement
with the supplier to the supply of
the products. Beidahuang Marketing
Co. is a connected person of the
Company at the subsidiary level. The
Supplier is the subsidiary of Beidahuang
Marketing Co., which is also a
connected person of the Company
at the subsidiary level. Therefore, the
transactions contemplated under the
Framework Agreement constitute
continuing connected transactions for
the Company. The aggregated annual
caps for transactions contemplated
under the Framework Agreement for
each of the three years ending 31
December 2019, 2020 and 2021 are
RMB150 million, RMB150 million and
RMB150 million respectively. During the
year ended 31 December 2020, there
was a total purchase of staple food
amounting RMB81,563,000 (2019:
RMB74,974,000).

mE BRI

31 December 2020
—E-FE+-A=+—H

41. BEAMBE R 7 K& (&)

() HERMBMBETZRZKRHEE
X5 (48

(ii)

RZE—AFEXA+H>
NN T)EEEEETE
G UMEEMR L
MEHEHKRDBRAE
BERNBMBABIEEN
REAT -HEmAILKX
RS RN B R A B Bk
BAB MibAFTEHR
BAERRBINARRE M
BAEIEEmREEAL
AL EZRHEIE T s
TR ZEREARTN
FEAERZ B#E_ZZ
—hWE-ZEIEFRT
E_—F+ "B =+—
BIE=EFEZF  EF
HEETRETRSZN
MEELFRDIBAR
#150,000,0007C ~ AR &
150,000,000 & AR #&
150,000,000 H = —
EIRFE+ R =4 —
HEEE > FEmIER
BEZE A AR 181,563,000
T (ZE—hF . ARE
74,974,0007T ) °

FEEATEEEEZERERAR
2020 FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E MR MG

31 December 2020
—E-®G+-A=+—H

41. MATERIAL RELATED PARTY TRANSACTIONS AND 41. ERBEB A FRERSR (@)
BALANCES (continued)
(b) Outstanding balances with related parties: (b) HEABMAZEEKREBELES
2020 2019
Notes HK$'000 HK$'000
B 5E FET FET
Due to related parties  FE{JRAH: A5 FIE
Mr. Jiang Jianjun IEE A (i) 2,987 6,639
Mr. Li Jiehong R e (i) 691 -
3,678 6,639
Notes: 5T
0) A shareholder of the Company. (i) KABIPRER
(i) A director of the Company. (i) KABEE
The balances with other related parties are SEMEAR 5 2 AR RR A IR IR
unsecured, interest free and have no fixed R EREETEERN-

terms of repayment.

() Compensation of key management (0 ZFEEEABSZIH
personnel
2020 2019
HK$’000 HK$'000
FHET FET
Short term employee benefits ZHAE S &7 1,012 3,477
Post-employment benefits BB ET 35 48
Total compensation paid to INFEEEEABZF
key management personnel “axE 1,047 3,525
Further details of directors’ emoluments are EREEMNE2E—THEBH
included in note 9 to the consolidated financial PR B FBIRRMIETI -
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MBIRRME

31 December 2020
—E-FE+-A=+—H

FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of

42.

RENSSNEMIA

REBESHR SRR T AKREEER

financial instruments as at the end of the reporting T
period are as follows:
Financial assets SREE
2020 2019
Financial Financial
assets at fair assets at fair
value through  value through
profit or loss profit or loss
EiBiaE BB
BAREYR BANETER
MEmMEE MEMBEE
Notes HK$'000 HK$'000
Myt FTHET FHET
Financial assets at fair value BRBREANE
through profit or loss FERNEMBEE 17 - 33,857
2020 2019
Financial Financial
assets at assets at
amortised amortised
cost cost
BAFRZ ARGk Z
EWMEE EMEE
Notes HK$'000 HK$'000
B E FTHET FHET
Trade receivables FEUE ZERTR 25 107,961 96,681
Financial assets included in StATEFRIE
prepayments, deposits and other BeREMEK
receivables MEZTHEE 26 293,954 362,296
Loan receivables FEWE = 18 354,125 360,038
Pledged deposits BIERER 27 18,857 47,777
Cash and cash equivalents WENREEEY 27 26,115 79,995
801,012 946,787

PEERREXREMERBRAR

2020 FR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BEmRRMEE
31 December 2020
“BBE+_A=+—H

42. FINANCIAL INSTRUMENTS BY CATEGORY 42.

(continued)

RENSSNEMITA (B

Financial liabilities ERaE
2020 2019
Financial Financial
liabilities liabilities
at amortised at amortised
cost cost
s RN YR AR
FERZ 5ER 2z
ERaRE THMBR
Notes HK$'000 HK$'000
MisE THET FET
Trade and bills payables B E SRR ENZEE 28 105,668 173,506

Financial liabilities included SEAEMBEANRIER

in other payables and accruals BHERzEHER 29 84,214 172,324
Bank and other borrowings BITREMEE 31 393,024 541,962
Due to related party eI RN 5 7R IR 40 3,678 6,639
Convertible bonds EIE:Y 384 33 108,222 -
Lease liabilities HEERE 34 815,919 758,049
1,510,725 1,652,480

The carrying amounts of the above balances
approximate to their fair values.

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43.

POLICIES

The Group's principal financial instruments comprise
bank and other borrowings, convertible bonds,
amounts due to related party, lease liabilities and
cash and cash equivalents. The main purpose of these
financial instruments is to raise finance for the Group's
operations. The Group has various other financial
assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of
these risks and they are summarised below.

200 China Beidahuang Industry Group Holdings Limited
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43.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBIJECTIVES AND
POLICIES (continued)

Interest rate risk

The Group is exposed to fair value interest rate risk
in relation to lease liabilities, fixed-rate secured bank
loans, unsecured other loans, secured bonds and
unsecured bonds.

The Group also exposed to cash flow interest rate risk
in relation to its bank balances. The Group considered
interest rate risk on bank balances is insignificant and
thus no sensitivity analysis is presented.

Foreign currency risk

The Group's businesses are located in Mainland China
and all transactions are conducted in RMB. Most of
the Group's assets and liabilities are denominated in
RMB, except for certain bank balances denominated
in Hong Kong dollars (“HKD") and United States
dollars (“USD"). The Group has not hedged its foreign
exchange rate risk.

The Group currently does not expect any significant
movements in the exchange rate of USD to HKD and it
is mainly exposed to the effects of fluctuation in RMB.
The Group currently does not have a foreign currency
hedging policy, however, the management monitors
the foreign exchange exposure and will consider
hedging significant foreign currently exposure should
the need arise.

43.

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

TREREEZ BRERER (&)

2= | B

FEEREERRE BEMNRZEHA
RITER BEFEMER BRFE
FhERPESEEAAERN KRR

A EE TR E S ERRS R E
R o A EERARITER 2R
LB A R Bk K B 2 51 L

SIS LB

FEBZEBURFREAM MPIAR
ZEUUARBET AEBRLOLEE
REBEUARBIE  HEETIRITAERR
LGETT (T8 7tl) K37t (37my) 51ERR
S o 2 B (5] 3 S L M B R fRL g o

AEERFRAEFETREBTZERR
TEHRENEREFRETEZ A
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43.
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FINANCIAL RISK MANAGEMENT OBIJECTIVES AND
POLICIES (continued)

Credit risk

The Group’s credit risk is primarily attributable to
trade receivables, deposits and other receivables,
loan receivables, pledged deposits and cash and cash
equivalents.

Trade receivables

The Group applies the simplified approach to provide
for expected credit losses prescribed by HKFRS 9,
which permits the use of the lifetime expected credit
loss provision for all trade receivables. To measure the
expected credit losses, trade receivables have been
grouped based on shared credit risk characteristics.
The Group has performed historical analysis and
identified the key economic variables impacting credit
risk and expected credit loss. It considers available
reasonable and supportive forwarding-looking
information.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual debt at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

The Group's concentration of credit risk by
geographical locations is mainly in PRC, which
accounted for approximately 97% (2019: 99%) of the
total financial assets as at 31 December 2020.
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43.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, SHIEAMTEC HEREE (@)
POLICIES (continued)
Credit risk (continued) EERE (@)
Trade receivables (continued) B B ZERF (8)
Approximately 79% and 81.3% of total trade N _E—NER_E_FEF+_8
receivables outstanding at 31 December 2019 and —t+—BFXEEENE SRS BELE
2020 were due from top 5 trade receivables which #979%%81.3% L BN A KEWE FEE
exposed the Group to concentration of credit risk. i AEBRE Y EERMED-
Within 31to 121to Over
As at 31 December 2019 Current 30days 120days 365days 365 days Total
RZE-hE+ZB=+-H BPEA 308/ 31E1208 121E365H #BiB365H st
Expected credit loss (“ECL") rate BHREEHEE 1.73% 1.70% 185%  22.00%  84.85% 18.63%
Gross carrying amount (HK$'000) SRAAE (TET) 16,329 22,265 38,298 23,557 18365 118,814
Lifetime ECL (HK$'000) 2HEREERE (TET) (282) (378) (707) (5184)  (15582)  (22,133)
16,047 21,887 37,591 18,373 2,783 96,681
Within 31to 121to Over
As at 31 December 2020 Current 30days 120days 365days 365 days Total
RZZEZ2F+°B=+-H BngA 30BA  31E1208 121E365H #iB3658 Hazt
Expected credit loss (“ECL") rate BHREEHEE 7.34% 7.34% 828%  23.14% NA  1450%
Gross carrying amount (HK$'000) RERE (THET) 15,293 22,040 33,698 55,240 - 126,271
Lifetime ECL (HK$'000) LHBHEEES (TED (1122) (1,618) (2,790 (12,780) - (18310
14171 20,422 30,908 42,460 - 107,961

Loan and other receivables

In determining the ECL of the Group’s loan receivables
and other receivables the management assessed the
expected losses individually by estimation based on
general economic conditions of the relevant industry
in which the debtors operate, value of any pledged
assets, financial position of the debtors and an
assessment of both the current as well as the forecast
direction of conditions at the reporting date.

The Group's concentration of credit risk by
geographical locations is mainly in PRC, which
accounted for approximately 99% (2019: 99%) of the
total financial assets as at 31 December 2020.

FEWE R R B Mt E WA E

PR TE 7 5 [ B W & RO EL At PR LUK
B FEREERER BEERBED
AFTEERATEZERERER T E
PERREEZBE BBAZMBER
MAUARE PR E BRI R AR DA
Az SHEETEE (FER TRHIRSIEET
fiie

rEERMEBUBEEERAKBTE
EhRAEER 2 _2FE+"A
St+—HEMEEREBELNII% (TF
—HEE 1 99%) °

FEEATEEEEZERERAR
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43.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43. ﬁﬁEELBﬁMfEZE$¥&Eﬁ% (ﬁ%)
POLICIES (continued)
Credit risk (continued) EERE (8
Loan and other receivables (continued) BB BN EIE (4
As as 31 December 2019
RZZE-AF+-B=+—H
Stage 1 Stage 2 Stage 3 Total
S—PEER EPEE BREER 4zt
HK$'000 HK$'000 HK$'000 HK$'000
FTET FAET FTAET FHET
Loan receivables, gross a4 384,004 - - 384,004
Less: Lifetime ECL on loan receivables 7 : FEW BTz 2
BHEEEE (23,966) - - (23,966)
Loan receivables, net EWESE 360,038 - - 360,038
As as 31 December 2020
ZZZEFE+ZA=1t—H
Stage 1 Stage 2 Stage 3 Total
F—PEER FREER BMER 4zt
HK$'000 HK$'000 HK$'000 HK$'000
FTAT FTAT TAT TAR
Loan receivables, gross a4 377,248 - - 377,248
Less: Lifetime ECL on loan receivables 7 : FEWET 2 2
RHREEBE (23,123) - - (23,123)
Loan receivables, net EWETUSE 354,125 = = 354,125

China Beidahuang Industry Group Holdings Limited
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43.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBIJECTIVES AND 43.
POLICIES (continued)

Credit risk (continued)

Loan and other receivables (continued)

Movements for ECL of loan receivables are as follows:

mE BRI

31 December 2020
—FoEE+-A=+—H
SREMREEZ BEREE (B)
EERE (8

EWE T REMEWE (B)
R ERRIEEEREZESHNT !

Stage 1 Stage 2 Stage 3 Total
F—REE FREER B mst
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT FTHAT TAT
At 1 January 2019 RZZ2—nF—F—H 4,520 - - 4,520
Allowance for ECL on loan receivables W ETIZ BHiEE
BERE 19,610 - - 19,610
Exchange realignment EREE (164) - - (164)
At 31 December 2019 and RIZ—NE
1 January 2020 +ZA=1t—-H8k
“E-FF—-A—H 23,966 - - 23,966
Allowance for ECL on loan receivables FEWETIZ BHiEE
BERE (796) - - (796)
Exchange realignment fE R iR (47) - - (47
As at 31 December 2020 RIZEZZF
+ZB=+—-H 23,123 - - 23,123
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e TEIRRMIEE

31 December 2020

—ECEF+"A=+—H

43, FINANCIAL RISK MANAGEMENT OBIJECTIVES AND
POLICIES (continued)
Credit risk (continued)
Loan and other receivables (continued)

43. EMEREEEZ BEREE (&)

EEmRE (8

W B RE MEKNE (B

As as 31 December 2019
RZZE-AF+-B=+—H

Stage 1 Stage 2 Stage 3 Total

S—PEER EPEE S 4zt

HK$'000 HK$'000 HK$'000 HK$'000

FTET FAET FTAET FHET

Other receivables, gross HtE W =IE 3 372,063 - 134,148 506,211
Less: Lifetime ECL on other B R IEY
receivables SHRBEE

B8 (9,767) - (134,148) (143,915)

Other receivables, net HEWRIE S48 362,296 - - 362,296

As as 31 December 2020
AZEZEE+-RB=1+—H

Stage 1 Stage 2 Stage 3 Total

F—MHER HPEER FPEER st

HK$'000 HK$'000 HK$'000 HKS$'000

TAT TAERT FTET FTAET

Other receivables, gross HttEWRIBL 315,192 = 71,148 386,340
Less: Lifetime ECL on other B R IEY
receivables SHRMEE

] (21,238) - (71,148) (92,386)

Other receivables, net HEW B4 293,954 = = 293,954

China Beidahuang Industry Group Holdings Limited
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43.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE BRI

31 December 2020
—®E+-A=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, £ AT EEZ BEREE (4)
POLICIES (continued)
Credit risk (continued) EE8RE (@)
Loan and other receivables (continued) BN B2 B EIE (4
Movements for ECL of other receivables are as follows: HMEKWZEBTEHREESHmEEEHN T .
Stage 1 Stage 2 Stage 3 Total
F—REE B B mst
HK$'000 HK$'000 HK$'000 HK$'000
FTET TAT FTHAT TAT
At 1 January 2019 RZE2-NnF—B—H 6,658 - - 6,658
Allowance for ECL on other HithfE W IE 2 AR
receivables EEEEERE 3,425 - 135,276 138,701
Exchange realignment ER R (316) - (1,128) (1,444)
At 31 December 2019 and RZE-AF
1 January 2020 +ZA=+—-Hk
“E2TFE—-F—H 9,767 - 134,148 143,915
Reversal of ECL on other receivables  ELfthfEWFIE 2 FaHA
EEFEER 10,875 - (67,451) (56,576)
Exchange realignment EREE 596 - 4,451 5,047
As at 31 December 2020 AZETRE
+ZA=+—H 21,238 - 71,148 92,386
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43.

R #5 ¥R R P 51

ember 2020

B2FE+"_A=1+—H

FINANCIAL RISK MANAGEMENT OBIJECTIVES AND
POLICIES (continued)

Credit risk (continued)

Loan and other receivables (continued)

Loan and other receivables are categorised into the
following stages by the Group:

Stage 1

Loan and other receivables have not experienced a
significant increase in credit risk since origination and
impairment recognised on the basis of 12 months ECL
(12-month ECLs).

Stage 2

Loan and other receivables to customers have
experienced a significant increase in credit risk since
origination and impairment is recognised on the basis
of lifetime ECL (Lifetime ECLs non credit-impaired).

Stage 3

Loan and other receivables that are in default and
considered credit impaired (Lifetime ECLs credit
impaired).

In assessing whether the credit risk of loan and other
receivables has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the loan and other receivables assessed
at the reporting date with that assessed at the date
of initial recognition. In making this reassessment, the
Group considers that a default event occurs when (i)
the borrower is unlikely to pay its credit obligations to
the Group in full, without recourse by the Group to
actions such as realising security (if any is held); or (ii)
the financial asset is past due for more than 90 days.
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.

China Beidahuang Industry Group Holdings Limited
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BB TSR (E ©

FEE
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43.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk (continued)

Loan and other receivables (continued)

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 loan and other receivables’ external or
internal credit rating (if available);

- existing or forecast changes in the
technological, market, economic or legal
environment that have a significant adverse
effect on the debtor’s ability to meet its
obligation to the Group; and

- the financial asset is past due.

Cash at bank

In respect of cash deposited at banks, the credit risk
is considered to be low as the counterparties are
reputable banks.

The existing counterparties do not have defaults in the
past. Therefore, ECL rate of cash at bank is assessed to
be close to zero and no provision was made as of 31
December 2020 and 2019.

43.

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

TREREEZ BRERER (&)

ERAR (@)

FEREHRE SR (8
BEETIE RS S BRI B 72 T
DURE T AEIENGS - A % B2 L
THEH

- BREMRKEMEWRIESIE
FAEEETR WNB) 2 BFREN
EHEERE

- HBER-WE-KEIERIRREZ
RENBREHHEHFAET
ERAEBESEZENBEKR
THFEE &

- ZHMBEEBRS-

RITH=E
MEBRRIRITZIREMS > EEREK
B ETHEREF R EERY
AYERTT

AT AR RS B 3817
e B HSEER A RE
TAN-F-FER-F-NAFHC
A=+—BLmHRER-
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31 December 2020
—ETFE+"RA=+—H

43.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, SHERAMETEZ BEREE (@)
POLICIES (continued)
Liquidity risk REEERE
The Group monitors its risk to a shortage of funds KAEBMNBRKE M REIRD T BB
using a recurring liquidity planning tool. This tool BESEMAS T EHESH T AN
considers the maturity of both its financial instruments SHEBEE WEKE ZEH KR EMEK
and financial assets (e.g., trade and other receivables) =;IE) WEERE B RTEREEEL IR
and projected cash flows from operations. Ee
The Group’s objective is to maintain a balance NEBEEBEABRIETESHREM
between continuity of funding and flexibility through S E SRS S RE T .
the use of bank loans and other interest-bearing loans.
The maturity profile of the Group's financial liabilities REREHA R ) REBER DI B KREE
as at the end of the reporting period, based on the HHzema Gz 8ETmT
contractual undiscounted payments, is as follows:
2020
Weighted
average
effective Total
interest On Within 1to Over undiscounted Carrying
rate demand one year 5 years 5 years cash flows amount
IEFS RESR
BIRFAE BER —&R —Enf HBALE HERELHE BREE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FER TERT FTERT FERT TET THET
Trade and bills payables ENBRRTRENEE - - 105,668 - - 105,668 105,668
Financial liabilities included in 5t AELAMFE (IR
other payables and accruals ~ EFHERZ &BEE - - 84,214 - - 84,214 84,214
Contract liabilities aHEE - - 181,485 - - 181,485 181,485
Bank and other borrowings RITREMEE 7.77 32,191 388,869 - - 421,060 393,024
Due to related parties FEfIRARE IR - - 3,678 = = 3,678 3,678
Convertible bonds RRES 12.00 - 121,209 - - 121,209 108,222
Lease liabilties REaE 6.88 = 178,202 513,002 354,383 1,045,677 815,919
32,191 1,063,325 513,092 354,383 1,962,991 1,692,210
2019
Weighted
average
effective Total
interest On Within 1t0 Over  undiscounted Carrying
rate demand one year 5 years 5 years cash flows amount
mEEH REGIR
BREAE BER —&ER —ERfF BALF HERELE KEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FET FiER FET FET FTET FTET
Trade and bills payables ENEZERIRELER - - 173,506 - - 173,506 173,506
Financial liabilities included in 5t AEL#1E(TZRIER
other payables and accruals EHERzEHMER - - 172,324 - - 172,324 172,324
Contract liabilities aNaeE - - 85,200 - - 85,200 85,200
Bank and other borrowings RITRHEMBEE 8.26 - 586,728 - - 586,728 541,962
Due to related parties FEfIRAs A F00E - - 6,639 - - 6,639 6,639
Convertible bonds HBRES - - - - - - -
Lease liabilities HEAE 6.89 - 156,469 464,465 415,296 1,036,230 758,049
- 1,180,866 464,465 415,296 2,060,627 1,737,680
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE BRI

31 December 2020
—E2TEF+"FA=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, £ HEMEE BEREBE (B)
POLICIES (continued)
Liquidity risk (continued) REEERE (@)
Bank borrowings with a repayment on demand IWEREREREDZIRTEESSTA
clause are included in the “on demand” time band FYRIBARZ RER | — &
in the above maturity analysis. As at 31 December TEFE+_ABA=+—H ZERTRE
2020, the aggregate carrying amounts of these bank HfEE 2 BEEAEZE 432,191,000 7T
and other borrowings amounted to HK$32,191,000 (ZEBE—NF BB  stREER
(2019: HKS$NIl). Taking into account the Group’s 2B BB AER AL
financial position, the management does not believe TEERISEERIFES - SEEHE
that it is probable that the lenders will exercise their 1%%2%%& TREMEEBRIES
discretionary rights to demand immediate repayment. ZEET2ES AR REHEEE
The management believes that such bank and other —iﬁﬁfﬁﬁq{g@ BREAFBEN TR
borrowings will be repaid in one to two years after
the end of the reporting period in accordance with
the scheduled repayment dates set out in the loan
agreements, details of which are set out in the table
below:
Maturity Analysis — Bank and other borrowings with BT — B EA G E 2 W EEE
a repayment on demand clause based on scheduled KEBEANGEHRZIRITREMEE
repayments
Total
Within undiscounted Carrying
one year 1to5years Over5years cash outflows amount
RAGIRFE

—FR —EREF BeRE piiideep k-l IREE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FHET FHET FEx FHET FHET
31 December 2020 —E_E2F+"B=+—H 8,510 28,216 - 36,726 32,191
Capital management BAREIE

The primary objectives of the Group’s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.

FEREXAEENEEER /ERE
EEAGBREEENED BERRR
MEARLL R UZFFHEREF > FW
RABREREE
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31 December 2020
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43.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management (continued)

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital
structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2019 and
31 December 2020.

The Group monitors capital using a gearing ratio,
which is net debt divided by the capital plus net debt.
The Group’s policy is to maintain an optimal capital
structure which reduces cost of capital. Net debt
includes trade and bills payables, other payables and
accruals, bank and other borrowings, amounts due
to related parties, and convertible bonds less cash
and cash equivalents and pledged deposits. Capital
includes equity attributable to owners of the parent.
The gearing ratios as at the end of the reporting
periods were as follows:

43.

TREAREEZ BRREER (&

BAREIRE (B)
AEBRBELSHEBINESREHE
EZRRIE BEEBEHEAEEBTELY
PR AEFNARERER ~EH
AEERABEREKRE -BRBREER
FEEIT IS o REB AR ZAE A IR
MMZzZERREMB - BEZZT—NEF
+ZB=+—HBERZZEZZEF+A
=t HIEFER AEBTEINE
EEEAZBERZ BEXGRER-

FEBUBESRLEEX (EFFFEMAFU
BEARMERFHE GEERBR - &
B RBER RENEARRE BB
BRI - EFHFRABIERN E Z RN
KREMREHth B RIBE R ES &
A~ RIT R EAth & & ~ FE AT R 75 7R
KREgRES  WRERERIREEE
BB ER -EXEESATER
ANELEm -NREHR EESRLL
=SUIN

2020 2019

HK$’000 HK$'000

FHET FHET

Bank and other borrowings RITREMEES 393,024 541,962
Trade and bills payables FE B ZIRM R BN RE 105,668 173,506
Other payables and accruals H (I8 K et & A 84,214 172,324
Due to related party FE 1 RR B 5 78 3,678 6,639
Convertible bonds AIARIESS 108,222 -
Lease liabilities HEas 815,919 758,049
Less: Cash and cash equivalents IR RIEEHEY (26,115) (79,995)
Pledged deposits BB ER (18,857) (47,777)

Net debt (b 1,465,753 1,524,708
Capital BA 1,285,199 1,229,337
Capital and net debt BARKNEFSFRE 2,750,952 2,754,045
Gearing ratio BEAMGEIE 53% 55%

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, SHIEAMTEC HEREE (@)
POLICIES (continued)
Fair value measurement NAEE=
Inputs to valuation techniques used to measure the HEAREESBIEEEAANEYED
Group's financial assets at fair value through profit or SRS EMGANGERMN @ A
loss had been categorised as level 1 and level 3 within EFEAANEBRIEIDAE—REE=
the fair value hierarchy which is defined as follows: o ANRERBKERNT
o Quoted prices (unadjusted) in active markets for o BREEfREERNTETEN
identical assets or liabilities (Level 1). BE CRESBE) (B—4R) o
o Inputs other than quoted prices included within o Fh 55 — 4R F B3 45 B9 SR8 LU YN
Level 1 that are observable for the asset or B ESRaEEE EMER) I
liability, either directly (that is, as prices) or iz (B E BB B A
indirectly (that is, derived from prices) (Level 2). T (ER) o
o Inputs for the asset or liability that are not o WIEHNR T ERMIEHENSE
based on observable market data (that is, EXaEzHASE B FRa ¥
unobservable inputs) (Level 3). R ASEE) (E=4%) o
The financial assets and liabilities measured at fair Rz SRR IR AR ESEDN
value in the consolidated statement of financial TREERBESABUTAANERL
position are grouped into the fair value hierarchy as
follows:
2020 2019
Carrying Fair Carrying Fair
amount value amount value
REEHE [RE RETH RAE
Financial liabilities EMaf
Convertible bonds AR ES 108,222 110,234 - -
2019
Level 1 Level 2 Level 3 Total
F—R B B8R st
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET FET
Financial assets EHEE
Financial assets at fair value BRBERANE
through profit or loss FIERMSREE 33,857 = = 33,857
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43.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 43, £ HEAMEE BERBE (B)
POLICIES (continued)
Fair value measurement (continued) NAESE (8B)
Some of the Group's financial assets are measured NEBETEHEERSRESHFXE
at fair value at the end of each reporting period. The NRESE TR SEBIMAIETZ
following table gives information about how the fair ELREENNEZER CEEFRA
values of these financial assets are determined (in (S EFBMN @ AEE) o
particular, the valuation technique(s) and inputs used).
Relationship of
Fair value  Valuation Significant unobservable inputs
Financial assets 2020 2019 hierarchy technique(s) unobservable inputs  Range to fair value
ERTAHE TARRBAYE
SRMEE AREESE  HERN BWARE &E HRREZRG
HK$'000  HK$'000
FTET TErx
Financial assets at
FVTPL
BRBEGRANETR
MERMEE
Listed securities - 33857  Level1 Quoted bid pricein~ N/A N/A N/A
an active market
EhES £—H EETEMREAE FBA TER AEA

During the year ended 31 December 2019 and 2020,
there were no transfers between Level 1 and Level 2,
or transfers into or out of Level 3. The Group's policy
is to recognise transfers between levels of fair value
hierarchy as at the end of the reporting period in
which they occur.

China Beidahuang Industry Group Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RECONCILIATION OF LIABILITIES ARISING FROM 44.
FINANCING ACTIVITIES

The table below details changes in the Group’s
liabilities arising from financing activities, including

both cash and non-cash changes. Liabilities arising

from financing activities are those for which cash

flow were, or future cashflows will be classified in the
Group’s consolidated statement of cash flows from
financing activities.

e B EmRRMEE
31 December 2020
—E-sg+-B=+—H

METHEENERHR

TEREFRAEEREIHELENER
28 AERERIFRTEFH -MET
FELTNEEABETREBUARKRTEE
MEBEETERGREMBRETOES
MEZBMEENRESRENER

Bank
Lease and other Convertible
liabilities ~ borrowings bonds Total
BITR

HEaE HtEE  oiRkRES 1zt

HK$'000 HK$'000 HK$'000 HK$'000

TAT TAT FHET TAET

As at 1 January 2019 A ZE—-NF—F—H 880,125 333,424 195,378 1,408,927

Accrued interest gl 54,930 44,633 11,523 111,086

Interest paid BRFE - (44,633) (8,658) (53,291)

Mature of convertible bond oaRESEIBR - 193,243 (193,243) -

Financing cash outflows RERERE (163,985) (121,258) (5,000) (290,243)

Financing cash inflows RERERA - 144,390 - 144,390

Currency translation adjustment EBERE (13,021) (7,837) - (20,858)
As at 31 December 2019 A TE—NE

+ZA=+—H 758,049 541,962 - 1,300,011

As at 1 January 2020 AZE-EE—F—H 758,049 541,962 - 1,300,011

Accrued interest FEEFIE 53,272 47,165 2,611 103,048

Interest paid ERFE - (47,165) (2,222) (49,387)

Addition of lease liabilities HEHEGE 146,638 - - 146,638

Disposal of a subsidiary HE—BEIBAT (2,474) - - (2,474)

Disposal of lease liabilities HEREERE (3,918) - - (3,918)

Issue of convertible bond BT RRES - (109,100) 107,833 (1,267)

Financing cash outflows RERERE (173,011) (127,482) - (300,493)

Financing cash inflows BMERERA - 64,173 - 64,173

Currency translation adjustment EhERE 37,363 23,471 - 60,834
As at 31 December 2020 AZETRE

+ZA=+—H 815,919 393,024 108,222 1,317,165

FEIEATEEEEZERERAT 215
2020 FR



216

4 AL

INTERESTS IN SUBSIDIARIES
Particulars of the major subsidiaries are as follows:

45,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A F5 R R MY 5E

31 December 2020
—F-FFE+-A=+-A

R B AT RS
TERBARFERBNOT

Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
E AT BEITEE/
218 AR EEM 2 AfRAEE FATEGEEE AL TELH
Direct Indirect
B iEE3
Most Success Corporation Limited Hong Kong HK$10,000 - 40  Lending of logistic
BREXERAR E 10,000 7T facilities
HEMRRTE
Shenzhen Meiming Wenshi PRC/Mainland China RMB55,000,000 - 100 Distribution of
Trading Limited (i) HE/PERM AR £55,000,0007T wine and liquor
FmELEEEEERAE0) DHEE
Shenzhen Beidahuang Green Food PRC/Mainland China RMB10,000,000 - 50  Sales of green food
Distribution Limited (i), (ii) TEL/ HERH, AE10,000,0007% products
R ARG R REE HESBRR
BIRAE) (i)
Ever Gain Hong Kong Development Hong Kong HK$100 60 - Lending of logistic
Limited BN 100 7T facilities
XEEEFERERRT THEYIRRIE
Shenzhen Qianhai PRC/Mainland China UsD10,000,000 - 100 Financial leasing
Dahuangyuan Financing Lease HE/ HE R 10,000,000 7 BMEME
Company Limited (i), (iv)
FBEEA T ERERE
BRAEM (v)

Beijing Chuangzhangu Desheng PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd (i) ~#E /E R AE1,000,0007T and facilities in PRC
TREIEABBREEEERAT (i) RABEBEERANER

R
Beijing Chuangzhangu Wangxin PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd (i)~ FE/REIRy AE#1,000,0007 and facilities in PRC
TREIBEAZHREEEERAA (i) RPEEERAYER
Rt
Beijing Mumian Shangyuan PRC/Mainland China RMB1,000,000 - 55 Renting of office premises
Investment Management Co., Ltd (i) ~®E /hE R AE1,000,0007T and facilities in PRC

BEAR LR EERBRAT (i)

China Beidahuang Industry Group Holdings Limited
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31 December 2020

—EosE+-A=+—H
INTERESTS IN SUBSIDIARIES (continued) 45. PHBATIRNERD (48)
Place of
incorporation/ Value of issued Percentage of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
SRR, BETEE/
218 A REENE A EE EATRREMEEER ST TEEY
Direct Indirect
B ik
Shenzhen Nongjiayuan Agricultural PRC/Mainland China RMB10,000,000 - 51 Sales of primary
Products Delivery Company HE,/ e AE#10,000,0007T agricultural products
Limited (ii) NHREDHE
AT ERERERRE
BIRAF (i)
Shenzhen Ming Jian Gold PRC/Mainland China RMB80,000,000 - 100 Rental business
Industry Limited (i) HE,/ e AR £80,000,0007T HEER
FBREEBRAT ()
Shenzhen Huajinhuayin Industry PRC/Mainland China RMB39,000,000 - 100 Investment holding
Company Limited (i) HE/ HE R AE39,000,0007T RELR
FHESERELFRAT ()
Linxiang Qiangsheng Mining Industry PRC/Mainland China RMB60,950,000 - 100 Trading of mineral
Company Limited (i) HE/ RE R AE#60,950,0007T products
SR RRERREEAT () BERES
Shanghai Mushi Miancheng Property PRC/Mainland China RMB1,000,000 - 55 Rental of office premises
Management Company Limited (i) B8,/ EI A AR #1,000,0007T and facilities in PRC
LEREREMEEERT (i) RPEEERANER
B
Shenzhen Dajin Zhenhe PRC/Mainland China RMB10,000,000 - 51 Rental business
Industry Limited hE/ThE R AE#10,000,0007 HEES
FNTEEFNEEERAR
Notes: P 5T
0) Registered as a wholly-owned foreign enterprise (i) RETE ZZEMAIIEBEE
under the PRC law. o
(ii) Registered as a Sino-foreign equity joint venture (ii) BETEZRZAMATIHIEEDR
under the PRC law. o
@iy ~ The Company holds majority of members in the (iii) KRBIFEEEEE ZELTINE
board of directors which is the governing body of AR LHEM BEIL BRNTE
these companies and therefore has the power to EZENBNAEBREE UATI
direct the relevant activities of these companies, and EEEEREBEEEATRENT
is exposed, or the rights, to variable returns from the #ol%k BRENTEZSODRS
investment with the investee, and has the power to FHo
affect the amount of those returns.
(iv)  The English name of the above PRC companies is for (iv) LAt AR B B BY B S 4 FRAE (B
identification purpose only. Z e
The above table lists the major subsidiaries of the ERITESRATIEFEFEER

Company which, in the opinion of the directors,
principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive

length.

UREHAEEEEFETERL DA
REETEMBAR - EFTBIRMEM
MBARZFREREABTBR IR

PEERREXREMERBRAR
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45. INTERESTS IN SUBSIDIARIES (continued) 45. MEBATIRIREZ (

Details of the Group’s subsidiaries that have material
non-controlling interests are set out below:

2020

&

AEEEAEANFEREGZNER
Bl HBEHINNT

2019

Percentage of equity interest held by FEIZERRERFIIFIRETDLE :

non-controlling interests:
Shenzhen Beidahuang Green Food
Distribution Limited
Most Success Corporation Limited
Beijing Chuangzhangu Desheng
Investment Management Co., Ltd
Beijing Chuangzhangu Wangxin
Investment Management Co., Ltd
Beijing Mumian Shangyuan
Investment Management Co., Ltd

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

FRINERFAR B R mACEE
BIRRAT
BREERRAT
TRARSEBREEE
BIRRAT
RS EMREEE
BRAT
ERARBETKREERE
BIRAF

50%
60%

45%

45%

45%

50%
60%

45%

45%

45%
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INTERESTS IN SUBSIDIARIES (continued) 45. RMEATIMELS (@)
2020 2019
HK$’000 HK$'000
FHET FAET
Loss/(gain) for the year allocated to NETFIFERETZFE
non-controlling interests: e W) !
Shenzhen Beidahuang Green Food AYHEA AR BB REcix
Distribution Limited BRAE 345 816
Most Success Corporation Limited EREERRAE (3,443) 7,152
Beijing Chuangzhangu Desheng ITREBAEBREER
Investment Management Co., Ltd BRAT 4,306 1,310
Beijing Chuangzhangu Wangxin TREIRAENKREEE
Investment Management Co., Ltd AR AT (273) 2,081
Beijing Mumian Shangyuan IERABETREERE
Investment Management Co., Ltd BRAT 5,039 7,049
Accumulated balances of RS HEAFERETR
non-controlling interests Rt -
at the reporting dates:
Shenzhen Beidahuang Green Food FEINIEA T4 BB micix
Distribution Limited BRAE (233) (577)
Most Success Corporation Limited BEREXERAT 19,655 16,844
Beijing Chuangzhangu Desheng TREIRAEBREEE
Investment Management Co., Ltd BIRAT (3,767) 600
Beijing Chuangzhangu Wangxin ITREBRENKREERE
Investment Management Co., Ltd ERAT 971 900
Beijing Mumian Shangyuan IERABLETRESIE
Investment Management Co., Ltd BRAE (7,174) (1,775)

FEEATEEEEZERERAR
2020 FR
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45, INTERESTS IN SUBSIDIARIES (continued)

The following tables illustrate the summarised financial
information of the above subsidiaries. The amounts

45. RKBATNER (&)

TRIT LM B AR M HERBE
2o PIRETRATHIER A B BHEE =

disclosed are before any inter-company eliminations: B -
Beijing Beijing
Shenzhen Chuangzhangu Chuangzhangu Beijing Mumian
Beidahuang Desheng Wangxin Shangyuan
Green Food Most Success Investment Investment Investment
Distribution Corporation Management Management Management
Limited Limited Co., Ltd Co., Ltd Co,, Ltd
REAR FRERAER FREIRAER FEARLT
GEREER BREE REER REER REEE
2020 ZECIEE ARAR ARAR ARAR ARAR ARAR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TF#Ex TR T TF#ET T
Revenue WA 250,683 41,708 23,370 23,391 77,086
Total expense B (250,990) (45,053) (32,878) (22,785) (88,319)
(Loss)/profit for the year FE (B8 /57 (307) (3.345) (9,508) 606 (11.223)
Total comprehensive (oss)/income FE2E (BB /
for the year WAL (304) (3,345) (9,832 (155) (11,973)
Current assets THEE 54,579 48,143 14,013 8,008 57,555
Non-current assets FRBEE 7,832 106,317 19,741 50,526 299,577
Current liabilities TBaE 44,333 93,818 40,337 36,039 98,047
Net cash flows (used in)/generated from X258 (FTA) /Fri8
operating activities REREFE (8,282) 21,812 27,248 (43,318) 61,951
Net cash flows generated from investing R B ZBIFT 1S
activities REREte - - 4 57,805 8
Net cash flows used in BEEHAE
in financing activities REREFE (2,266) (29,548) (27,638) (13,358) (64,000)
Net (decrease)/increase in cash BERBSSEYN (AL /&0
and cash equivalents FB (10,548) (7,736) (386) 1,129 (2,041)

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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45.  INTERESTS IN SUBSIDIARIES (continued) 45. PHBATIRNERD (48)
Beijing Beijing
Shenzhen Chuangzhangu Chuangzhangu Beijing Mumian
Beidahuang Desheng Wangxin Shangyuan
Green Food Most Success Investment Investment Investment
Distribution Corporation Management Management Management
Limited Limited Co., Ltd Co., Ltd Co., Ltd
BT TREIRAER LTRAIBAEH ETFEARLR
SERREE BREE KEERE REBE REER
2019 “Z-nE BRAT BRAF BRAF BRAF BRAF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TER TR TER
Revenue A 302,760 42,49 29,586 23,536 79,559
Total expense et (304,391) (30,216) (32,499) (28,160) (95,219)
(Loss)/profit for the year FE BB /#7 (1,631) 12,280 (2,913) (4,624) (15,660)
Total comprehensive (loss)/income FEREBR /
for the year AR (1,734) 12,280 (3,163) (4,680) (15,602)
Current assets nHEE 7,924 34,086 49,585 10,748 326,308
Non-current assets FERBEE 62,345 11,948 6,038 4118 63,622
Current liabilities it ai={] 52,619 17,591 39,320 22,837 96,313
Net cash flows (used in)/generated mEES (TR /e
from operating activities REREFE (2,126) 1,061 (34,941) (8,558) 217,612)
Net cash flows generated from/ B&ZBRE/ (FiH)
(used in) investing activities BeReEsE - 2 4 2 8
Net cash flows generated from/ REEBAE/ (TR
(used in) in financing activities REHESE 5,298 E 33,998 8,298 219218
Net (decrease)/increase in cash ReRELSEN (AL /8
and cash equivalents FE 3172 12,974 (939) (258) 1,614

FEIEATREXERIZERERAT 221
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STATEMENT OF FINANCIAL POSITION AND

RESERVES OF THE COMPANY

Information about the statement of financial position

46.

AT MR R R B fH#

AR REPROF BT KEHR

of the Company at the end of the reporting period BiE -
includes:
2020 2019
HKS'000 HK$'000
FET FET
NON-CURRENT ASSETS ERBEE
Interests in subsidiaries PRI B AT RIS 1,461,822 1,495,940
Total non-current assets EMEBEEMEE 1,461,822 1,495,940
CURRENT ASSETS MENE E
Prepayments, deposits and TARRIE & R EHAREUL
other receivables E Q=] 7.691 9,597
Cash and cash equivalents RERREEEY 21 37
Total current assets MENEELE 7,712 9,634
CURRENT LIABILITIES mEaE
Other borrowings HmEE 260,500 407,256
Other payables and accruals HithE(I B EETE 65,349 40,523
Amounts due to related parties FE{S RA R 5 =B 19,270 -
Convertible bonds A ES 108,222 -
Total current liabilities BN E(E4EEE 453,341 447,779
NET CURRENT LIABILITIES BARHEE (445,629) (438,145)
TOTAL ASSETS LESS BERERRBER
CURRENT LIABILITIES 1,016,193 1,057,795
Non-current liabilities EREEE
Deferred tax liabilities RIERIBEAE 462 -
Net assets BEEFE 1,015,731 1,057,795
EQUITY =
Issued capital BEITRE A 622,513 622,513
Reserves EX 393,218 435,282
Total equity TR ABRE 1,015,731 1,057,795
Li Jiehong =S Ke Xionghan apr:]
Director EFE Director EE

China Beidahuang Industry Group Holdings Limited
Annual Report 2020
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STATEMENT OF FINANCIAL POSITION AND 46. Zkﬁﬂﬁj’ﬁﬂfﬁﬂﬁ&ﬁ%{ﬁ (,@g)
RESERVES OF THE COMPANY (continued)
Movement of the reserves of the company is as INNTEEESEU T ;
follows:
Share Share Convertible
premium option bonds  Accumulated
account reserve reserve losses Total
B 1
R EER BiREE B5kRE B8 st
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i3 TEr FHET FHET FiET FiET
At 1 January 2019 “ZE-h&—B—-H 1,620,105 38,398 9,894 (883,893) 784,504
Total comprehensive loss for the year FEXEERLER - - - (388,521) (388,521)
Issue of shares upon subscription of new shares PR RN R TRG 53,114 - - - 53,114
Share issuing expenses RDETHEZ (1,000 - - - (1,000)
Repurchase of ordinary shares BELER (2,921) - - - (2,921)
Mature of convertible bonds BEcek - - (9,894) - (9,894)
Lapse of share options BRERY - (38,398) - 38,398 -
At 31 December 2019 RIE-NE
+ZB=+-8 1,669,298 - - (123019 435,82
Total comprehensive loss for the year FEXEHBRER - - - (42,792) (42,792)
Issue of convertible bonds RIToARES - 728 - 728
At 31 December 2020 RZIBZ2E
+-B=+-H - 728 (1,276,808) 393,218

Under the Companies Law (Revised) of the Cayman
Islands, the funds in the share premium account of
the Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of
business.

The share option reserve comprises the fair value of
share options granted which are yet to be exercised,
as further explained in the accounting policy for
share-based payments in note 2.3 to the consolidated
financial statements. The amount will either be
transferred to the share premium account when the
related options are exercised, or be transferred to
accumulated losses should the related options expire
or be forfeited.

RERASESRAEE (CEF]) » KAAF
KROEERNESAHDIKTEAT
R IEREBEEZZDIKKREER &
NEBAAENEEENASEBBERE
FREEARETS ©

BREFEEFRCRUBHRITER
REZARE FRENFEEMHRE
fysE2 3B R LUR D ST MIBZ G 5T I
RA - BRAIAR I ARMBREETE
Rre i = RO aEiR > S AR AR 1
& im B AR W By B 88 3 = R 5T B R o

FEEATEEEEZERERAR
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47. LITIGATION 47. =/

11|
1]
-~

D

On 18 August 2015, the Company received
a writ of summons issued from the High
Court of Hong Kong (the “Writ") relating to a
claim by Mr. Qu Shuncai (“Mr. Qu”), a former
director of the Company. Pursuant to the
Writ, Mr. Qu claims against the Company for
the sum of HK$6,069,000 being damages for
the Company’s wrongful refusal of the issue
of 2,500,000 shares of the Company to him
upon his exercise of the share options. The
proceedings are now at the interlocutory stage,
and pending for further directions from the
Court.

On 15 August 2019, the Company received
a winding up petition (“Petition”) filed by
Mr. Qiu Zhen (“Petitioner”) for an order that
the Company may be wound up by the High
Court of the Hong Kong pursuant to the
Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32, Laws of Hong
Kong). The Petition was filed against the
Company for being unable to repay a debt
of amount HK$21,140,987. Details of the
Petition were disclosed in the announcements
of the Company dated 15 August 2019 and
22 August 2019. Subsequently, our legal
representatives filed a Notice of Originating
Summons to the Court (under HCMP 1284 of
2019) returnable before a High Court Judge on
19 September 2019 for an order to direct the
Petitioner to withdraw the Petition or otherwise
to be restrained from taking further step to
prosecute the Petition on the ground that the
Petition is an abuse of process of the court.
On 23 March 2020, leave was granted to the
Company to withdraw the Originating Motion.
As to the winding up proceedings itself, the
parties reached full and final settlement and
the Court had, by its Order dated on 8 March
2021, dismissed the Petition, details of which
were disclosed on the announcement of the
Company dated 8 March 2021.

China Beidahuang Industry Group Holdings Limited
Annual Report 2020

RZE—RAFNB+N\B &R
BN EESE LRERE G
ALtk (k) > RBRBREEAR
BERESRREIBA 4k (TEEE))
RHEZRE - RESK BEE
MARNE FREILEITHEBRE
BAEBEEmEE1T2,500,000
BRAEARBRMDMEERABTRE
% %86,069,00058 7 (BNE =8
18) - FAEFIRE #E A H BB
B B ARREHE—FIER

A ZE-AFENB+HRB AR
Bl ERBIRAEE (2F AN R
BEBLHIENELT (BER
HIEHRS) BRAImEBEE AR
REHARBDETEESRSZ
25 ((Z2HF)) - BRREZHEE
BLHBARBEEEESEE
#21,140,987 8B T2 BF %2
BZHBRARBAHPEAZE
—NENBTERAARZZE—N
FNBZH+ZHZAHMRIKE-
HE HMEEREBARZS
—NFEAB+NABEERRER
BERE AR EAERAIRIEN
FHREEREAN GRAZE—N
FHCMP 1284) » EHBLIET
EBFANBEZEFIUZESR
EREERF AEER SR
E—TITHETZEF - RIE
TEF-RBZH+=H AREE
BEREIRFEZENGT A o A S
NEREFMs  EHERTD
KE&EME B ARIRBEHES
—E_—gF=-BN \BzmTH
HZEF - BRFBENRAREH
MAZZE-_—F=-"ANHZA
IR EE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

47. LITIGATION (continued)

(iii)

(iv)

(v)

On 21 August 2019, the Company received a
writ of summons issued on behalf of United
Target Finance Company Limited ("“United
Target”) under HCA 1520 of 2019. According
to the Statement of Claim, United Target being
the plaintiff, claims against the Company for
the sum of HK$10,055,772.96. Our legal
representatives filed an Acknowledgment
of Service on 27 August 2019 and stated
our intention to contest the proceedings.
Subsequently, the parties reached full and
final settlement and the action was wholly
discontinued on 28 October 2020.

On 28 August 2019, our legal representatives
filed a Notice of Originating Summons to
the Court (under HCMP 1348 of 2019) to
apply to the Court to dispute a Statutory
Demand dated 24 July 2019 issued on behalf
of Madam FANG XIANGZAI (5&E) for the
sum of HK$20,094,520.55. The case has been
adjourned sine die.

On 24 October 2019, the Company received a
writ of summons (under HCA 1948 of 2019)
issued on behalf of Gemini Funds Limited for
an order to direct the Company to deliver
up the share certificate of 5,000,000 (Bonus)
Shares issued in January 2016 and damages
to be assessed. The said Gemini Funds Limited
has also taken out an application for summary

judgment against the Company returnable

before a Master of the High Court on 9
April 2020. Our legal representative filed an
Acknowledgment of Service on 6 November
2019, and the Company has filed a notice to
the Court to oppose the application by the
said Plaintiff to enter judgment against the
Company. The hearing was heard before a
Judge on 21 January 2021 and pursuant to the
Judgement, the Company delivered up the said
share certificate to the Plaintiff on 24 March
2021. At the same time, the Company filed a
Notice to Appeal on 18 February 2021.

AR e MR R MY 5L

31 December 2020
“ETEF+RA=+—H

47 . I:Iﬁ DA (nﬁ)

(iii)

(iv)

N _—_E—-AEFNAZ+—
H> AR RBIBENARUNIted
Target Finance Company Limited
(TUnited Target)) RIFE_Z
—LEHCA 1520% % 2 F:H
R AR o lRIRFFA > United Target
RESE MEARBEREEE
10,055,772.96 78 7T o HAFIAY 7%
Eﬁﬁ)\‘fi% hENA
THtHEXREESRKE WX
TR RUERFRIE LR o
B - ErEMTEREEMN
R BZFAN ST FE+A
“+N\BEEZHIE

AN — =
\—7

—nENBZ+NB" %Jz
FIBEERE ABERIER
FERBEN GBRAZS— nﬁ
HCMP 1348) » LU EFR R
REFBERTHELEZAHA

—hEtB_+HHAZE
%87520,094,520.558B T A EE
KREBSETMH ZEHEE
HPRHAE IR

A ZE—-NAF+AZ+HE
KABEERKGemini Funds
LimitediR#E ZZF —LFHCA
1948F & EN <K & e
LIERTARNBDR _IE—RE—
AR B #47#95,000,0008% (41
) IR ERFIGHHNESE
& o FfritGemini Funds Limited7R
HEARRBMERBRBINZ
ZEFNANBESE AR
ZERATENBZ A R
M EERBARZ-_Z—NEF
+—ARNHEXREERKRE
BARABBEMAERIERBER U
R EitR SR E 2 MITEHH
RABHIRZ BHeF IRANRZE
T —F—BZ+—HEZXER
ﬁﬁLﬁ&*ET)’E#JJJ i /NS

T —F-_AZ+HEHMRES
REPTAAE o B LR B > AR
ARZE—F"A+/\B#R
R EaFiBHE-
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47.

B2FE+"_A=1+—H

LITIGATION (continued)

(vi)

(vii)

(viii)

Pursuant to the Petition under item (ii) above,
the Company successfully obtained a Validation
Order of the Court dated 17 January 2020,
under which any transfer of the issued and
fully paid up shares in the Company since 13
August 2019 shall not be avoided by 5.182 of
the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32) in the event
of a winding-up order being made against
the Company. The sealed copy order has been
obtained, details of which were disclosed in
the announcement of the Company dated 15
May 2020. Further, the Company also obtained
another Validation Order of the Court dated
6 January 2021, under which payments of
HK$569,558.00 made out of the Company’s
bank accounts for the purpose of paying the
legal expenses of the Company shall not be
avoided.

On 15 June 2020, the Company received a
writ of summons issued on behalf of JIANG
SHENGLI (ZRF]) ("JIANG”) under HCA 947
of 2020. According to the Statement of Claim,
JIJANG being the plaintiff, claims against the
Company for the sum of HK$15,700,000 and
the bond interest. Our legal representatives
filed an Acknowledgment of Service on 22
June 2020 and stated our intention to contest
the proceedings. Subsequently, the parties
reached full and final settlement and signed a
Settlement Agreement on 25 March 2021. The
action is expected to be discontinued by mid of
April 2021.

On 7 July 2020, the Company received a writ of
summons issued on behalf of FANG XIANGZAI
(55&E) ("FANG”) under HCA 1128 of 2020.
According to the Statement of Claim, FANG
being the plaintiff, claims against the Company
for the sum of HK$30,575,000 and the
agreement interest. Our legal representatives
filed an Acknowledgment of Service on 22 July
2020 and stated our intention to contest the
proceedings. The parties are under negotiation
for settlement.

China Beidahuang Industry Group Holdings Limited
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47.

ﬂﬁ IJ
(vi)

(vii)

(viii)

(%)

RiIFEXHHETZE25F AR
BN ESBHIPAZST EHF
—ﬁ+tE|Bﬁ,£B?fubﬂv =
b BEHEAABEHERSD
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MDA ERELAE (BB K
BRSO 1R B (35325) 551821%
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WEE oI R R BT ES H A
BT —F—RBNBHER
AL I AR R B A
NEIIRITER P P #EFR569,558.00
BLTRAUSZNARBNEREE
)Eﬁo
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47.

48.

49.

50.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

LITIGATION (continued)

(ix)  The Company is aware that two civil litigations
in relation to its cooperation contracts filed
with the People’s Court of Qianhai Cooperation
Zone, Guangdong Province against the
Company have been closed, and the Company
and the plaintiff entered into a settlement
agreement on 28 June 2020.

NON-CASH TRANSACTIONS

During the year ended 31 December 2020, the
placing (the “Placing”) of convertible bond has been
fulfilled and the completion of the Placing took place
on 1 November 2020 and the convertible bonds of
aggregate principals of HK$111,100,000 have been
successfully placed. The net proceeds of the Placing
in amount of about HK$109,100,000 were used in
redemption of the unsecured bonds.

During the year ended 31 December 2020, the
Group disposed 100% equity interest in Zhongshan
Shuixiang Lvyou Kaifa Company Limited of
consideration for approximately HK$20,000,000, in
which HK$18,814,000 were included into the other
receivable.

During the year, the Group had non-cash additions
to right-of-use assets and lease liabilities of
HK$148,758,000 in respect of lease arrangements for
leased properties.

COMPARATION FIGURES

Certain comparative figures have been reclassified to
conform with the current year presentation. These
reclassification have no impact on the Group'’s loss for
the year 31 December 2019 and the total equity as at
31 December 2019.

APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved
and authorised for issue by the board of directors on
30 March 2021.

47.

48.

49.

50.

e MBRRMIEE
31 December 2020
“ECEFHTRA=+—H

ifrsk (48)

(ix) ARBATEREBAEEFER
AREREMTRE A RTIERL
ZHREFERMUHERNR
FEF ZEFFAETEER
NEEBRENR_Z2_FFAH
—+HNAHBERMBEE

JERERS

HE_ T ZFE+_B=+—HLEF
B> iR ESEE ((RREXE) B
R ESER _SE_SF+—H—
H5EhR > &A&48%8111,100,0008 52
AR ESBERINELE - BCESE BT
SRR IEFEE49109,100,0005 7 A FA BE
ClfEiERES o

HE_ T ZFE+_B=+—HLEF
B> AREBMPALKBREREERA
B]100% 2 &1 » X1E#%77%20,000,000
ST HF18,814,00058 705 A Efh FE
WRIE 0

FRAEEMNEEYEZHEZHY
EREEEREESGFLIFRER
£148,758,00078 7t °

LEEs & F

ETHhEREFEENDEBURNEERE
EE27 ZEEMNEHAERENREE
T E-NAFE+_A=Z=+—HLEEFEEZ
EEERZZE—hLE+ZBAE=+—H

T RERBLRYE
R S HBEE

EHBERREN _E_—F=A4
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FIVE-YEAR FINANCIAL SUMMARY

HEMBRE

A summary of the results and of the assets, liabilities and
non-controlling interests of the Group for the last five
financial years, as extracted from the published audited

TRBAAERBERLEHREFEZRER
BE -BERFERED DEREETE
REZUBRER LEFBEEY EHNH

financial statements and restated/reclassified as appropriate, e
is set out below.
RESULTS e |
Year ended 31 December
HE+-A=t+—HILEE
2020 2019 2018 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FHET T FTHET
Revenue WA 859,095 779,305 1,267,140 1,114,635 654,843
Profit/(loss) before taxation BRIETER (B4 7,681 (341,893) 12,628 123,182 3,224
Income tax (expenses)/credit B (B2 /% (2,224) 984 (851) (12,904) 5,353
Profit/(loss) for the year FERH/ (BB 5,457 (340,909) 11,777 110,278 8,577
Attributable to: TR
Owners of the parent SREEBA 14,778 (291,072) 4,650 115,024 7,217
Non-controlling interests R (9,321) (49,837) 7,127 (4,746) 1,360
5,457 (340,909) 1,777 110,278 8,577
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS EHE- - BERIEZERED
As at 31 December
®+-B=+-8H
2020 2019 2018 2017 2016
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHET FTHT FTHT FTHT FTHET
TOTAL ASSETS BEEE 2,994,530 3,012,655 2,547,969 2,652,807 1,376,435
TOTAL LIABILITIES SERE (1,723,857) (1,783,399) (1,035,980) (1,132,871) (396,878)
NON-CONTROLLING INTERESTS R ER 14,526 81 (52,980) (57,729) (54,132)
1,285,199 1,229,337 1,459,009 1,462,207 925,425
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