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FINANCIAL HIGHLIGHTS
A 25 ik 22

02

Revenue for the year ended 31 December 2022 amounted to
RMB271.6 million, representing an increase of 7.5% from RMB252.7
million recorded in 2021.

Gross profit for the year ended 31 December 2022 amounted to
RMB74.8 million, representing an increase of 9.2% from RMB68.5
million recorded in 2021.

Loss attributable to ordinary equity holders of the Company for the
year ended 31 December 2022 amounted to RMB486.3 million,
representing an increase of 52.7% from RMB318.4 million recorded
in 2021.

The Board does not recommend the payment of a final dividend for
the year ended 31 December 2022.
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FIVE YEAR FINANCIAL SUMMARY
hAE A BB

A summary of the results, assets and liabilities of the Group for the last five AEBEBEREMBFEENESE  EENBERE
financial years, as extracted from the published audited consolidated (fE8kE B A MK BZG A B BHE L BRER)
financial statements and prospectus, is set out below: ERdlp N

Year ended 31 December

BZE+t-A=1t—-HLEE

2022 2021 2020 2019 2018
—E-CF —E-—F —T-TF —T-NEF —T-N\F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBFR ARBETT ARETT ARBTT ARETR

RESULTS EF

REVENUE WA 271,600 252,671 226,331 235,456 874,410
Cost of sales SHEMA (196,784) (184,162) (180,731) (166,438) (417,448)
GROSS PROFIT ER 74,816 68,509 45,600 69,018 456,962
Other income and gains H g A R ez 20,701 6,778 14,639 18,721 11,652
Selling and distribution expenses 44 A& s4E L (74,708) (74,640) (55,701) (96,086) (102,610)
Administrative expenses GG (44,392) (61,273) (72,122) (75,872) (74,747)
Loss arising from the incident EHEANER - - (600,575) (2,061,934) -
Impairment losses on financial & &1 & & R(EE 12

assets (23,182) (12,553) (9,945) (1,512 (682)
Other expenses Hifx (235,663) (109,714) (68,857) (59,708) (4,523)
Finance costs AR A (203,911) (135,556) (96,241) (70,950) (50,427)
(LOSS)/PROFIT BEFORE BRETEBA (BR),/

INCOME TAX palpics (486,339) (318,449) (843,202) (2,278,323 235,625
Income tax expense Frisfifx - (2,091) (7,042) (33,919)
(LOSS)/PROFIT FOR THE YEAR & (f548) /%38 (486,339) (318,449) (845,293) (2,285,365) 201,706
ASSETS, LIABILITIES AND EQUITY EE - BERER

As at 31 December
R+=A=+—H
2022 2021 2020 2019 2018
-~ 3 —T=— —TZEF —T-NEF —E—)\F
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETRT ARETT ARETT ARETT ARETL
TOTAL ASSETS BEHRE 1,123,077 1,193,766 1,207,707 2,005,318 3,711,471
TOTAL LIABILITIES EEAE PREIIPZON  (2,611,660)  (2,208,201)  (2,126,267)  (1,507,541)
TOTAL (DEFICITY/EQUITY  # (fES4l) #Ex QREOERGRN  (1,317,894)  (1,000,494) (120,949) 2,203,930
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CHAIRMAN’S STATEMENT
el

It is a great honour for me, on behalf of the board (the “Board”) of directors
(the “Directors”) of Honworld Group Limited (the “Company” or “Lao
Heng He”), to present the annual report of the Company and its
subsidiaries (collectively, the “Group” or “we”) for the financial year ended
31 December 2022.

BUSINESS REVIEW

We are one of the leading manufacturers of condiment products in the
People’s Republic of China (the “PRC” or “China”). We offer high quality
and healthy brewed cooking wine as well as other condiments, including
naturally-brewed soy sauce, naturally-brewed vinegar, soybean paste,
sesame oil and fermented bean curd. In 2022, we attained the following
achievements:

1. We were awarded as the title of “2022 Huzhou Intellectual Property
Rights Demonstration Enterprise” by the Huzhou Municipal
Administration for Market Regulation (#/N T m B EEEIER) of
Zhejiang Province;

2. Our research project, Key Technological Development and
Applications for Yellow Wine Tank Storage and Aging Quality Control,
was awarded the second prize for scientific technology improvement
(B2 26 — £ 14%) by the China National Light Industry Council;

&) Our product, grain brewed shallot and ginger cooking wine (aged for
five years), was awarded the title of “Gold Award of Cooking Wine of
the 3rd Year” at the 17th International Wine Expo and the 3rd Grain
Brewed Cooking Wine Selection of China;

4. Our “Lao Heng He Cooking Wine” brand was awarded the title of
“2022 Cooking Wine Gold Best Seller” of offline cooking wine of 2022
by Fast Moving Consumer Goods (FMCG) Weekly Magazine, and the
market share of the Group’s offline sales was 17.7% in 2022, ranking
first for the fifth consecutive year in the industry.
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CHAIRMAN’S STATEMENT

2022 was a difficult year for all industries around the world. Facing the
increasing raw material prices, rising labour costs and the weak consumer
market caused by the ongoing pandemic, the condiment manufacturing
industry has been particularly difficult. Over the past three years, the Group
had encountered both internal and external challenges. With the strong
support of the municipal and district governments and the efforts of all
colleagues in the Company, the Group has gradually resumed normal
operations. This has alleviated the heavy burden on the Group as a century-
old Chinese brand and injected new vitality into its development, laying a
solid foundation for the Group to realize the next century dreams.

In 2022, the Group continued to uphold the long-standing motto of
“Preseverance combined with good naturalness and creditworthiness (184
2~ F{ A7)” for over 160 years, as well as the basic principle and
operating policies of “focusing on the naturally-brewed cooking wine
industry and refining other industries (EXfE R ABEERNBEZE « HAbEEM
T&{4H)”. With the care and support of governments at all levels and various
sectors of society, and based on the hard work of front-line employees, the
Group is grateful for the companionship of its distributors and loyal
consumers. The overall reform of the Group is proceeding in an orderly
manner, and the development strategy is gradually being implemented. The
Group safely navigated through a difficult year and overcome obstacles on
its development journey.

In 2022, as for market strategy, the Group has engaged Shanghai Osens
Creative of Culture Co., Ltd (E/BBEH XL AIE B PR A R]) to provide a
full-scale upgrade package for our current brand positioning, LOGO &
image, marketing slogans and product packaging, external image, market
positioning and strategies and promotional campaigns, so as to enhance
the brand image of “Lao Heng He (Z18)” among consumers and put
forward the core concept of “fragrance of time (FFfEI = 7&)” cooking wine for
the first time. By adopting a brand new appearance under our “grand
brand, big single product and national product (Kiakg ~ K&Em « BRE
om)” strategy, the Group strived to capture the high ground in the condiment
and cooking wine industries.
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CHAIRMAN’S STATEMENT
BV e

In respect of internal management, the Group has engaged Adfaith
Management Consulting Co., Ltd (IERZ$95REERX D AR A 7)) to perfect
and supplement all aspects of the original group organizational structure,
departmental responsibilities, compensation incentives, and performance
evaluations, and to enhance the robustness of the internal control
management of the Group from an institutional perspective. The Company
has established a brand new mechanism suitable for its future development,
which is premised on the employment orientation of “promoting the
capable, yielding to the average, demoting the mediocre, and eliminating
the inferior (B£%& £ + FEE - EE T * 9%E7K)”. Through optimizing the
compensation and welfare system and performance management system,
new standards for personnel selection, employment, education, and
retention, an efficient management team with cohesion, creativity, and
execution has been created under the introduction of external talent and
the cultivation of internal talent over the past three years.

In respect of product quality control, the Group has achieved dual
upgrading of software and hardware in terms of quality control,
strengthened technical support and improved the ability to guarantee food
safety technology by purchasing relevant testing equipment and
strengthening the quality control training of relevant personnel. We have
strengthened and improved the food safety control system to strictly control
the process from raw materials, processing, factory inspection to storage,
transportation and sales. We have built a whole-process digital food safety
traceability system, so as to implement code control of each product,
formulate emergency plans and disposal plans for food safety accidents,
establish a sound risk management and control mechanism, implement
food safety hazard investigation, and carry out monitoring measures such
as daily control, weekly inspection and monthly scheduling.

In respect of production workshop management, the Group reconstructed
and upgraded the existing equipment, improved and innovated the process,
formulated standardized systems, optimized the operation process, and
improved the operation level of the production management team.
Meanwhile, in order to further expand the market and develop new
products, the Group purchased new production line equipment to enhance
the labour efficiency of the workshop, expand the production capacity and
reduce the production cost, so that the Group would manifest the core
competitive strengths of its products in the market.
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CHAIRMAN’S STATEMENT

In 2022, the Group achieved a sales revenue of approximately RMB271.6
million, representing an increase of approximately RMB18.9 million or
approximately 7.5% as compared to the corresponding period in 2021.
This was mainly attributable to two reasons on the one hand: during the
epidemic in Shanghai, the Group shouldered the social responsibility of
ensuring the product supply for people’s livelihood in Eastern China. The
Group coordinated with various parties regardless of the significant increase
in logistics costs, and the front-line employees have worked hard to fulfill
the government’s requirements for ensuring supply in a timely and
measured manner. Meanwhile, the Group’s “Lao Heng He (Z1E70)”
branded products have won the recognition of the people of Eastern China,
which has effectively promoted the channel adjustment and terminal
penetration in Eastern China, resulting in an increase in sales revenue in
Eastern China of approximately RMB27.9 million or approximately 17.1%
as compared to the corresponding period in 2021; on the other hand, due
to the impact of the increase in the travel restrictions caused by the
epidemic, which led to the decrease in residents social activities and the
suspension of work of enterprises, and accordingly our sales performance.
However, with the gradual improvement of the national epidemic situation,
the sales in various regions have shown a sign of gradual recovery.

In 2022, our cooking wine products remained as a major source of revenue
of the Company, accounting for approximately 64.9% of our total revenue.
With the shift in consumer preference towards “zero-additive” soy sauce
products since the fourth quarter of 2022, the sales revenue from our soy
sauce products amounted to approximately RMB23.8 million, representing
approximately 8.8% of total revenue during the year. We will strive to
optimise the quality of our zero-additive soy sauce products and enhance
product packaging so as to increase our sales of soy sauce product.

For market expansion in 2022, we continued to adopt the market
penetration strategy we adopted in 2021, aiming to attract new customers
and enhance the loyalty of old customers through providing high-quality
products and expanding product portfolio to ensure the steady
development of our distributor network in response to the adverse impact
of the pandemic on the business environment. As at 31 December 2022,
the Group had 815 distributors. The Group has accelerated its penetration
into the fourth-and fifth-tier cities across 30 provinces, autonomous regions
and municipalities in China. The Company will continue to promote channel
penetration and strive to ensure that more than 300 new distributors will be
added in 2023. The Company will focus on the development of distribution
and catering channels in the Yangtze River Delta region, and increase
investment in the promotion rate of terminal products through a number of
preferential measures, so that our “Lao Heng He (Z18#0)” series products
can benefit every community and township in the region. In order to match
with the aforesaid market penetration strategy and to cope with the adverse
factors of the pandemic and the increase in raw material and labour costs,
the Group adjusted the product structure and increased the sales prices of
certain products such as certain major cooking wine, soy sauce and
fermented bean curd products. As a result, the gross profit margin of the
Group’s products increased from 27.1% in 2021 to 27.5% in 2022.
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CHAIRMAN’S STATEMENT
BV e

The loss attributable to ordinary equity holders of the Company was
approximately RMB486.3 million (2021: RMB318.4 million), representing an
increase of approximately 52.7% as compared to the corresponding period
in 2021, mainly due to the increase in finance costs arising from new
interest-bearing other borrowings raised during the year. Based on the
expected growth in sales of cooking wine, soy sauce, rice vinegar,
fermented bean curd and other products as a result of the growing demand
from existing customers and further development of sales channels, we
believe that a rich and diversified condiment product portfolio will be more
beneficial to the business development of the Group in the coming years.
Therefore, we are planning to further develop the horizontal and vertical
condiment industry chain, and make the Group a diversified condiment
manufacturer with cooking wine as the leading product.

Our profitability mainly depends on product pricing and cost of sales,
marketing strategies and product structure and composition, as well as
factors in reform. We actively monitor any potential risk factors that may
affect our financial results and strive to mitigate the increase in costs and
expenses with more efficient operations and better product portfolio to
promote sales volume growth from channel penetration. However, the
Group also faces certain risks in its business development process,
including: (1) risks of significant increase in production costs, such as
increase in the prices of agricultural and sideline products, packaging costs
and labour costs; (2) changes in consumer behavior and habits caused by
changes in consumers’ perception of condiment products, which have a
negative impact on our sales; (3) significant increase in market expansion
costs and sales expenses as compared with the Company’s expectations;
(4) risks that our new products may not be recognized by the market in the
short term; and (5) intensified competition in the industry brought by new
entrants.

APPRECIATION

I ' would like to take this opportunity to express my sincere gratitude to our
Shareholders, Board members, management team and all our employees,
as well as our business partners and customers for their continuous support
and contribution to the Group.

Chen Wei
Chairman of the Board

30 March 2023
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Executive Directors

Mr. Chen Wei
Mr. Liu Jianbin

Non-executive Director

Mr. Wu Hongping

Independent Non-executive Directors

Mr. Shen Zhenchang
Mr. Ng Wing Fai
Mr. Sun Jiong

COMPANY SECRETARY

Mr. Au Wai Keung

AUTHORISED REPRESENTATIVES

Mr. Au Wai Keung
Mr. Liu Jianbin

AUDIT COMMITTEE

Mr. Ng Wing Fai (Chairman)
Mr. Sun Jiong

Mr. Shen Zhenchang

Mr. Wu Hongping

REMUNERATION COMMITTEE

Mr. Shen Zhenchang (Chairman)
Mr. Ng Wing Fai
Mr. Sun Jiong
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CORPORATE INFORMATION

Aibgs;

NOMINATION COMMITTEE

Mr. Sun Jiong (Chairman)
Mr. Ng Wing Fai
Mr. Shen Zhenchang

AUDITORS

Grant Thornton Hong Kong Limited
Certified Public Accountants

11th Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC

Balidian Town

Food and Industrial Park
Wuxing District, Huzhou City
Zhejiang 313000, PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room A5, 7/F

China United Plaza

1008 Tai Nan West Street
Kowloon, Hong Kong
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CORPORATE INFORMATION

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited
Zhili Branch

No. 583, 587, 589 Zhenbei Road

Zhili Town

Huzhou City, Zhejiang Province

PRC

Bank of China Limited

Huzhou Branch

No. 208, Renmin Road
Huzhou City, Zhejiang Province
PRC

Agricultural Bank of China Limited
Huzhou Branch

No. 88, Renmin Road

Huzhou City, Zhejiang Province
PRC

LEGAL ADVISER AS TO HONG KONG
LAW

DeHeng Law Offices (Hong Kong) LLP
28/F, Henley Building

5 Queen’s Road Central

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE

Stock code: 2226

WEBSITE

http://www.hzlaohenghe.com
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

L mE s N B R

Below are brief profiles of the directors (“‘Directors”, each a “Director’) AT AERES([EE|)RaREEEBHEN o
and senior management of the Group.

Date of appointment
Name Age Current Position as Director

A Fiw BRERQ ERERESEAY

Executive Directors

HITES

Chen Wei 45 Chairman of the Board and executive Director 11 September 2020

BRIZ EEELERITES —E_EFAAT—H
Liu Jianbin 46 Executive Director and chief executive officer 2 February 2021

il BITEZREERTE —E-—F-AZH
Non-executive Director

FHITES

Wu Hongping 42 Non-executive Director 10 January 2023

RALF FERITES —T-=%—HtH
Independent non-executive Directors

BYFHTES

Shen Zhenchang 77 Independent non-executive Director 17 December 2013
= BUIEHTES —E=%+"HA++tH
Ng Wing Fai 65 Independent non-executive Director 29 June 2017

QB BUHTEE =F—tFRA=TNA
Sun Jiong 83 Independent non-executive Director 29 June 2017

%A B IEHITES —E—+EXAZTNAE
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

R R m R P B R

EXECUTIVE DIRECTORS

Mr. Chen Wei (FR1£), aged 45, is the chairman of the Board and the executive
Director. He is primarily responsible for our Group’s overall strategic
planning, recipes use and control, distribution network expansion and
overall business operations.

Mr. Chen has been the chairman of the board of directors of Huzhou
Wuxing City Investment Development Group Limited* (74 1| = &2 3 1 #%
‘R EE AR A7) (‘Huzhou Wuxing City”) since September 2017.
Huzhou Wuxing City is a stated-owned enterprise principally engaging in
the business of urban infrastructure construction, agricultural development,
mine ecological development, land development and the management of
social facilities. From August 2012 to September 2017, Mr. Chen worked at
Zhejiang Province Huzhou Municipality Nantaihu High Technology Industrial
Park Management Committee* (4 )T & 8 I 1 7 A 8 /= 7 B4l 2=
@ & ¥ & 8 @) with his last position as the director of the management
committee.

Mr. Chen received a diploma of agricultural economic management
(financial management in township enterprise) from the Zhejiang University
in June 1999 and a Bachelor’s degree of political ideology from the Party
School of the Central Committee of Chinese Communist Party in December
2002. From September 2010 to January 2014, he pursued a part-time
postgraduate study of the Master’s degree of Marxist Philosophy from the
Party School of the Zhejiang Province of Chinese Communist Party.

Mr. Liu Jianbin (2] # $&), aged 46, is our executive Director and chief
executive officer. Mr. Liu is primarily responsible for the management of our
Group’s financing activities and assisting Mr. Chen to manage the overall
business operations. He has been the manager of financing department of
Huzhou Lachenghe Brewery Co., Limited* (j# /Il & 18 fl B2 i& & IR A 7))
since September 2019. Before joining the Group, Mr. Liu worked in Bank of
China Huzhou Branch from August 1998 to March 2008, during which he
successively served as an account manager of the business department,
an account manager of the asset security department and an intermediate
manager of the business department. Subsequently, Mr. Liu served as a
general manager of the company business department of Shanghai Pudong
Development Bank Huzhou Branch from April 2008 to January 2013, and a
general manager of the small and medium enterprise department and the
sales department of Huaxia Bank Huzhou Branch successively from
February 2013 to June 2014. Mr. Liu was the president of Huaxia Bank Zhili
Branch during July 2014 to September 2015, and then worked as a deputy
general manager of the risk management department of Huaxia Bank
Huzhou Branch. Mr. Liu served as a general manager of Huzhou SME
Financial Service Center from June 2016 to August 2018 and a managing
director of Zhejiang Guohan Yingjia Asset Management Co., Ltd* (7T B
R EEEEARA A from August 2018 to September 2019. Mr. Liu
obtained a bachelor’s degree from Southwest Normal University (7= Al &3
KE) in October 2004.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT
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NON-EXECUTIVE DIRECTOR

Mr. Wu Hongping (R AL ), aged 42, is our non-executive Director and a
member of the audit committee of the Company. Mr. Wu joined Lunar
Capital Partners IV L.P. (“Lunar Capital”) in 2010 and is now a partner of
Lunar Capital. Lunar Capital, a substantial shareholder of the Company, is a
leading private equity fund focusing on consumer market in China. Mr. Wu
focuses on investments and portfolio management. Before joining Lunar
Capital, Mr. Wu worked in KPMG Huazhen Accountant Firm (Special
Ordinary Partnership) Shanghai Branch, and was responsible for the audit
of several listed companies. Mr. Wu obtained a bachelor’s degree in
International Economics and Trade from Shanghai Jiao Tong University (_&
B 23 K E)in July 2004. Mr. Wu has been a member of the Chinese
Institute of Certified Public Accountants since January 2009.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Shen Zhenchang (Jt#&& ), aged 77, is our independent non-executive
Director. Mr. Shen is also the chairman of the remuneration committee, and
a member of the nomination committee, and a member of the audit
committee of the Company. Mr. Shen has more than 40 years of experience
in the rice wine industry. From 1971 to 2006, Mr. Shen worked with China
Shaoxing Rice Wine Group (F B 43 1 &= i & & & R 2 7]) (previously
known as Shaoxing City Rice Wine Corporation (43 # 1 B & 42 2 a))).
Before his retirement from China Shaoxing Rice Wine Group in 2006, Mr.
Shen was the director of its office and general affairs department.

Mr. Shen is a member of China Brewing Industry Association (rice wine
branch) (7 B B8 T 2 1 & = B % &), where he has been the deputy
council director and secretary general since 2000.

Additionally, Mr. Shen served as a member of National Wine Brewing
Standard Technology Committee (& BIEEB R E(L T Z B €), a judge at
the reviewing committee of China Alcoholic Drinks Association Science
Technology Award (H BB 2 i & B 23517 4%), and the deputy director of
the editorial board of China Rice Wine magazine ({ = B ). Heis
currently working as a senior consultant of China Alcoholic Drinks
Association (rice wine branch) (FEBIB X HBE=/E52).
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT
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Mr. Ng Wing Fai (R % #&), aged 65, is our independent non-executive
Director. Mr. Ng is also the chairman of the audit committee, and a member
of the remuneration committee and a member of the nomination committee
of the Company. Mr. Ng has over 20 years of experience in audit, taxation
and consultancy in government and non-government institutes. Mr. Ng
holds a bachelor’s of arts degree in accountancy and a master’s degree of
arts in international accounting from City University of Hong Kong. He also
holds a bachelor’s degree with Honour in UK and Hong Kong law from The
Manchester Metropolitan University. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants, a fellow member of the
Institute of Chartered Accountants in England and Wales, a past president
of the Society of Chinese Accountants & Auditors (2011), and a member of
the Hong Kong Securities Institute. Mr. Ng served as an independent non-
executive director of China Automation Group Limited (stock code: 569), a
company listed on the Stock Exchange, from June 2007 to October 2019;
and an independent non-executive director of Evergreen International
Holdings Limited (stock code: 238), a company listed on the Stock
Exchange, from June 2016 to September 2020.

Mr. Sun Jiong (#%8), aged 83, is our independent non-executive Director.
Mr. Sun is also the chairman of the nomination committee, and a member
of the remuneration committee and a member of the audit committee of the
Company. Mr. Sun is a senior postgraduate engineer. Mr. Sun graduated
from fermentation engineering profession of Wuxi Institute of Light Industry
(S5 80 T 2 2B3) in 1963. Mr. Sun served as an engineer and the topic
responsible officer (=R & & A) of the Food Fermentation Institute of the
Department of Light Industry of the PRC (7 B#8 T 2 88 W 3B FT) from
1963 to 1979, and a senior engineer and officer of the Environmental
Protection Research Institute of the Department of Light Industry of the
PRC (9 B #8 T % &0 3% 3% {R # W 5T BT) from 1979 to 1988. Mr. Sun also
served as the deputy general manager of the Food Engineering
Technological Development Company (/B & fn T 3 +% iy f 2 42 A 7))
from 1988 to 1991 and the deputy general manager and senior
postgraduate engineer of China National Food Industry (Group) Corporation
(PEERIE(ERE) AT from 1991 to 1997. He has also served as the
head of institute, professor and tutor of PhD students of the Food
Fermentation Industry Research Institute (71 Bl & & 3 8 T 3 #1556 ) from
1997 to 2002. Mr. Sun has been the instructor of PhD students of Jiangnan
University since December 2001 and has also acts as part-time professor
of various universities including Zhongshan University, Shandong University,
South China University of Technology, Tianjin University of Science and
Technology and Shanghai University. Mr. Sun has been a senior consultant
of the Chinese Institute of Food Science and Technology (7 B & f &l 2%
fiT22&) and a food safety expert of the State Food and Drug Administration
since 2002.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT
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SENIOR MANAGEMENT SRERE

Name Age Year joined Current Position

] Fie MAFH AR

Chen Wei 45 2020 Chairman of the Board and executive Director
BRIZ —E-TF EESIRANTES

Liu Jianbin 46 2019 Executive Director and chief executive officer
BzEss —E-NF HITEEREEATE

Wang Chao 46 2006 Head of the sales and marketing

T ZETREF HENTSHEREEE

Wan Peiyao 52 2005 Director of production

B —TThHF AEREE
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT
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Mr. Chen Wei (BR{&), aged 45, is the chairman of the Board and executive
Director. His biographical details are set out above under the section
headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Liu Jianbin (2| &), aged 46, is our executive Director and chief
executive officer. His biographical details are set out above under the
section headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Wang Chao (E i), aged 46, is our head of the sales and marketing,
and was the executive Director in FY2020. He has over 15 years of
experience in the condiment industry. Mr. Wang joined Huzhou Lao Heng
He Brewing Factory (/1 Z B EEEER) (currently Huzhou Lao Heng He
Brewery Co., Ltd. (‘Huzhou Lao Heng He”) in 1998 where he worked in
various departments, including business operation department and finance
department. Since 2006, Mr. Wang worked in management positions in
Huzhou Lao Heng He’s customer service centre and sales and marketing
department. Mr. Wang graduated from Zhejiang Electronic Polytechnic
School (#/TA BT T 2E4R), a technical middle school in 1998.

Mr. Wan Peiyao (E1Z#®), aged 52, is our director of production
department. He is primarily responsible for the Group’s production
management. He has more than 11 years of experience in the condiment
and cooking wine industry. Mr. Wan joined our Group in 2005, and has
worked in various departments including workshop operation department,
cooking wine production department and plant operation department. Prior
to joining our Group, Mr. Wan was the plant manager and executive
assistant to the general manager of Huzhou Ganchang Wine Company (7
Iz 2B E AR A 7)) from 2000 to 2005. Mr. Wan passed the test for first-
class sommelier of PRC (B2 — 4% A B3R in December 2012.

Mr. Wan graduated from Zhejiang University of Technology (#7/T T % K22)
with a bachelor’s degree in industrial engineering (biochemistry) in 1995.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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BUSINESS REVIEW

For details of our business review, please refer to the section on

“Chairman’s Statement” on pages 4 to 8 to this annual report.

FINANCIAL REVIEW

Overview

The key financial indicators of the Group are as follows:

Income statement items

Revenue

Gross profit

Loss attributable to owners of
the Company

Loss before interest, taxes,
depreciation and amortization
(“‘LBITDA”)

Loss per share (RMB) (note (a))

Selected financial ratios
Gross profit margin (%)
Net loss margin (%)
LBITDA margin (%)

Return on equity holders’ equity (%)

Gearing ratio (note (b)) (%)

Notes:

(a) Please refer to note 15 to the consolidated financial statements of this report
for the calculation of loss per share.

(b) The gearing ratio is based on net debt divided by total deficit plus net debt as
at 31 December 2022. Net debt includes total debt net of cash and cash
equivalents. Total debt includes trade payables, other payables and accruals,
amounts due to related companies, amount due to ultimate holding company,
interest-bearing other borrowings, provision for loss on unauthorised

WEREE

WA

E7
ARBHEARGEER

BRAE - BiIA - B R AT
R ((BRFE - BE -

FERBHEAER])
FhEE(ARSET)
(Htit(a)
i dups dade s
EME (%)
R E (%)
BRAME BB ER
HIHATE R R (%)

Rt B AR R (%)
BARBELLL X (HEE ) (%)

guarantees and other long term liabilities.
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MANAGEMENT DISCUSSION

Revenue

The revenue of the Group increased by 7.5% from RMB252.7 million in
2021 to RMB271.6 million in 2022, primarily attributable to (i) the Group’s
efforts in ensuring product supply for people’s livelihood during the
epidemic in Shanghai, which increased the recognition of the Group’s
products among people in Eastern China, resulting in an increase in sales
revenue in Eastern China of RMB27.9 million or 17.1% as compared to the
corresponding period in 2021; (i) the impact of travel restrictions caused by
the epidemic which led to the decrease in social activities and suspension
of work of enterprises, resulting in a decrease in sales revenue in some
regions outside Eastern China; and (jii) the increase in sales prices of some
of the Group’s products.

Revenue from cooking wine products increased by 3.7% from RMB169.9
million in 2021 to RMB176.2 million in 2022, primarily due to the combined
effects of the improvement of the COVID-19 pandemic and the increase in
large order.

Revenue from the Group’s soy sauce products decreased by 8.1%, from
RMB25.9 million in 2021 to RMB23.8 million in 2022, primarily due to the
shift in consumer preference towards “zero-addictive” soy sauce products
since the fourth quarter of 2022.

Revenue from the Group’s rice vinegar products decreased by 3.3% from
RMB18.4 million in 2021 to RMB17.8 million in 2022, primarily due to the
decrease in market demand for certain rice vinegar products (such as crab
vinegar) as a result of the pandemic in 2022.

In addition to launching new products into the market and developing our
sesame oil products, we also adjusted the product portfolio of our other
products during the year by downsizing products with poor market
performance and focusing on products with good market reception. As a
result, the Group’s revenue from other products increased by 39.7% from
RMB38.5 million in 2021 to RMB53.8 million in 2022.

Cost of Sales

Our cost of sales increased by 6.8% from RMB184.2 million in 2021 to
RMB196.8 million in 2022. The increase in cost of sales was primarily
attributable to the increased prices of raw materials and energy.
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MANAGEMENT DISCUSSION
AND ANALYSIS

o PR o i B g A

Gross Profit and Gross Profit Margin

Our gross profit increased by 9.2% from RMB68.5 million in 2021 to
RMB74.8 million in 2022. The gross profit margin increased from 27.1% in
2021 to 27.5% in 2022, primarily because the Group increased the sales
prices of some products such as certain major cooking wine, soy sauce
and fermented bean curd products during the year.

Other Income and Gains

Other income and gains increased by 205.4% from RMB6.8 million in 2021
to RMB20.7 million in 2022. Other income and gains primarily include
subsidies received, bank interest income and foreign exchange gain, net.
The increase in other income and gains was primarily due to the increase in
subsidies received and the receipt of a one-off compensation income from
a litigation against a supplier of our Group.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, promotion expenses, travelling expenses, and
remuneration of our sales employees.

Our selling and distribution expenses increased from RMB74.6 million in
2021 to RMB74.7 million in 2022, and the distribution expenses as a
percentage of the Group’s revenue decreased from 29.5% in 2021 to
27.5% in 2022, primarily due to a decrease in marketing expenses.

Administrative Expenses

The administrative expenses decreased by 27.6% from RMB61.3 million in
2021 to RMB44.4 million in 2022. The decrease in administrative expenses
was primarily due to a decrease in professional service fees for the Group’s
resumption of trading in 2022.

Finance Costs

Finance costs increased by 50.4% from RMB135.6 million in 2021 to
RMB203.9 million in 2022. The increase in finance costs primarily reflected
the increase in interest expenses from RMB135.6 million in 2021 to
RMB203.9 million in 2022, which was mainly attributable to the increase in
average borrowing amount.

Loss before Income Tax

Due to the aforesaid reasons, the loss before income tax increased by
52.7% from RMB318.4 million in 2021 to RMB486.3 million in 2022.
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MANAGEMENT DISCUSSION

Income Tax Expense

The corporate income tax of the Group in respect of its operations in China
has been provided at the rate of 25% (2021: 25%) on the taxable profits,
based on the existing laws, interpretations and practices in respect thereof.

Income tax expense was nil in 2021 and 2022, mainly due to loss arising
from the business.

Loss Attributable to Owners of the Company

Loss attributable to ordinary equity holders of the Company increased by
52.7% from RMB318.4 million in 2021 to RMB486.3 million in 2022, which
was mainly attributable to the increase in net loss as a result of the aforesaid
reasons.

Loss per Share Attributable to Ordinary Equity Holders
of the Company
Basic loss per share increased from RMB0.55 in 2021 to RMB0.84 in 2022.

The increase in loss per share was attributable to the increase in loss
attributable to ordinary equity holders of the Company.

Net Loss Margin

Net loss margin increased by 42.1% from 126.0% in 2021 to 179.1% in
2022, which was primarily attributable to the combined effect of the
aforesaid reasons.
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MANAGEMENT DISCUSSION
AND ANALYSIS

o PR o i B g A

FINANCIAL AND LIQUIDITY POSITION

Prepayments, deposits and other receivables

Details of the Group’s prepayments, deposits and other receivables as at

BB RREBESNK]

FEAFIE - e R EMEWRRUE
$%lﬂ_2::¢&_;:—¢+*ﬂz+—a

31 December 2022 and 2021 are as follows: MFERMIE - 2e REMEYRIEFBI T -
2022 2021
—E_= T4
RMB’000 RMB’000
AR¥T T AREET T
Prepayments for fixed assets BEEEMNBMNFIE 6,673 2,109
Prepayments for procurements of FREE AR o E’Jiﬁﬁ IE
condiment products 1,936 894
Other prepayments H b a8 2,417 3,185
Deposits and other receivables Ee R EAM R FIE 26,618 20,355
37,644 26,543
Less: Portion classify as non-current assets B D BEAERBEENIDS (6,673) (6,126)
Current portion included in prepayments, sEATERFOE - me REAM
deposits and other receivables FEW IR R BN ED 20,417
Trade receivables EWE 5 FIE
Trade receivables increased from RMB19.1 million as at 31 December 2021 EWESHRBEBHR-"Z-_—F+-_A=+—HHAR

to RMB20.5 million as at 31 December 2022 and the turnover days of trade
receivables decreased from 35 days in 2021 to 32 days in 2022. The
turnover days of trade receivables decreased slightly mainly because
increasing numbers of our customers adopted prepayment transaction
terms when placing their orders with us, and a lower proportion of our sales
were conducted on credit terms. Details of the ageing analysis of trade
receivables are set out in note 20 to the consolidated financial statements
in this report.

In 2022, we classified our distributors into two categories, namely core
distributors and non-core distributors, based on their scale, channels,
capability and cooperativeness, local influence and other factors, and
provided them with our resources in respect with terminal construction and
market development for their orderly development and reasonable
allocation, with an aim of molding all of them to be our core distributors.
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MANAGEMENT DISCUSSION

Inventories

As at 31 December 2022, the carrying amount of the Group’s inventories
amounted to RMB646.7 million (2021: RMB653.6 million), of which
RMB534.7 million (2021: RMB586.0 million) were base wine.

Inventories decreased from RMB653.6 million as at 31 December 2021 to
RMB646.7 million as at 31 December 2022, primarily due to the decrease
in the production volume of base wine during the year. A substantial part of
our inventories are work in progress, mainly representing base wine, base
soy sauce, semi-finished soybean paste and base vinegar in the brewing
period. Due to the long production cycle and short sales cycle, we reserve
certain amount of well-aged base wine to cope with the sales growth in the
future.

We regularly monitor the inventory level maintained by our distributors. Our
sales representatives maintain frequent telephone or email communications
with our distributors to inquire about their monthly inventory reports, and
pay regular visits to their warehouses. Our sales representatives conduct
surveys on the inventory maintained by our distributors at least once a week
on Saturday, which is reported to the Company weekly, and pay regular
visits to the warehouses of distributors to ensure that they maintain optimal
stock level and our products are sold to end consumers within the shelf life.
We generally expect our distributors to maintain sufficient stock for 30 to 60
days of supply. In the event a distributor maintains stocks of more than 45
days of supply, the relevant sales representatives will assist such distributor
in marketing and promotional activities and suggest orders with a smaller
amount to be placed for the subsequent periods to minimize excess
inventory.

As at 31 December 2022, our inventories with a carrying amount of
RMB556.1 million (31 December 2021: RMB612.7 million) were pledged to
secure other borrowings granted to the Group. For details please refer to
note 19 to the consolidated financial statements.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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Borrowings

As at 31 December 2022, our total borrowings amounted to RMB2,211.6
million (31 December 2021: RMB1,760.4 million).

Our principal sources of liquidity include cash generated from business
operation and other borrowings. The cash from these sources are primarily
used for our working capital, the expansion of production capacity, other
capital expenditures and debt service requirements.

Foreign currency risks

The Group mainly operates in the PRC and its operations mainly settled in
Renminbi. The Group will closely monitor the fluctuations of the Renminbi
exchange rate and give prudent consideration as to entering into any
currency swap arrangement as and when appropriate for hedging
corresponding risks. For the year ended 31 December 2022, the Group
had not engaged in hedging activities for managing foreign exchange rate
risk.

Liquidity and Financial Resources

As at 31 December 2022, we had cash and cash equivalents of RMB9.8
million (81 December 2021: RMB31.0 million). As at 31 December 2022,
we had other borrowings of an aggregate amount of RMB2,211.6 million
(31 December 2021: RMB1,760.4 million), which were denominated in
RMB with interest rates from 4.8% to 24.0% per annum.

Our principal sources of liquidity include cash generated from business
operation and other borrowings. We used cash from such sources for
working capital, production facility expansions, other capital expenditures
and debt repayment. We expect these uses will continue to be our principal
uses of cash in the future, and that our cash flow will be sufficient to fund
our ongoing business requirements. Meanwhile, we have decided to further
broaden our financing channel to improve our capital structure.
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MANAGEMENT DISCUSSION

GEARING RATIO

The gearing ratio of the Group was 273.8% as at 31 December 2022,
representing an increase of 23.9% over 2021.

The gearing ratio is based on net debt divided by total deficit plus net debt
as at 31 December 2022. Net debt includes total debt net of cash and cash
equivalents. Total debt includes trade payables, other payables and
accruals, amounts due to related companies, amount due to ultimate
holding company and interest-bearing other borrowings, provision for loss
on unauthorised guarantees and other long term liabilities.

CAPITAL COMMITMENT

Capital commitment as at 31 December 2022 amounted to RMB14.8
million (31 December 2021: RMB9.8 million), which was mainly related to
equipment installation works in condiment workshop and research and
development equipments.

CONTINGENT LIABILITIES

As at 31 December 2022, the Group did not have other material contingent
liabilities.

PLEDGE OF ASSETS

As at 31 December 2022, our inventories with a carrying amount of
RMB556.1 million, property, plant and equipment with a carrying amount of
RMB211.7 million and leasehold land with a carrying amount of RMB48.3
million were pledged to secure general banking facilities granted to us.

Except as disclosed in this report, to the best knowledge and belief of the
Directors, we have not entered into any off-balance sheet guarantees or
other commitments to guarantee the payment obligations of any third party.
It does not have any interest in any unconsolidated entity that provides
financing, liquidity, market risk or credit support to it or engage in leasing or
hedging or research and development or other service.

MATERIAL ACQUISITION AND DISPOSAL

The Company has no material acquisition and disposal as at 31 December
2022.

SIGNIFICANT INVESTMENTS HELD

Our Group did not hold any significant investments during the year ended
31 December 2022.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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FUTURE PROSPECTS

Looking forward to 2023, with the significant optimization and adjustment
of the national policies on the prevention and control of the COVID-19
pandemic, consumer demand has changed and we are facing new
challenges and opportunities. National Chinese traditional products with
high price-performance ratio continue to be popular among consumers.
Meanwhile, health, safety and flavor are still the essence of the innovation
and development of condiment cooking wine industry.

The Group still insists on being consumer-oriented, never forgetting the
original intention and sticking to quality and conveying the brand philosophy
of “making dishes more delicious through cereal-based brewed and aged
condiment (RWEE - FHE - WHEAEAH)” through the products to
consumers and generating resonance with them. Meanwhile, we make
good use of our strengths to constantly innovate to meet consumers’
personalised, diversified and healthy demands and provide good-looking,
high quality and safer, nutritious and health flavours to consumers.

In a new round of development opportunities of the Group’s condiment
cooking wine industry, we strive to combine healthy ingredients into national
flavor, combine new food technology into production and promote and
develop the profound Chinese culinary culture. As a promoter of the
cooking wine industry and knowledge adviser for consumers, we ultimately
become the most trusted partner for consumers.

As for the cooking wine market, on one hand, the brewing standards of the
cooking wine market have been further regulated with the introduction and
implementation of the standards for brewing cooking wine. It has become a
future development trend for “pure brewing” to replace the “prepared” and
“blended” condiment products in the market. Considering that the growth
in sales of brewed cooking wine can be achieved through guiding the
consumers’ usage habits, the Group will strive to influence consumers from
the aspects of raw materials, wine quality, years and brewing technology of
its products, aiming at boosting the market share and sales price of the
Group’s cooking wine products. On the other hand, with the food safety
and environmental protection measures deepening, the Group, as a base
wine leading player in the cooking wine industry, clearly enjoys more
advantages in terms of technology, capital, market and risk resistance over
other small and medium-sized enterprises in the market. The Group’s
outstanding brand awareness, modernised traditional craftsmanship,
mature quality control system and comprehensive product research and
development system will provide the cooking wine products under “Lao
Heng He (Z1E7)” brand with more room for development.
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MANAGEMENT DISCUSSION

In addition to maintaining the leading position of our cooking wine products
in the sales of high-end products and grain-brewed products of the
industry, we will endeavor to adhere to our strategy of “diversified”
horizontal and vertical product structure so as to meet the diversified
market demand for green, healthy and tasty condiment products. We will
also keep expanding our production capacity and achieving automation
upgrade to enhance our overall profitability. Leveraging on the product
quality and technology of “Lao Heng He (218#0)” brand as our core-
competitiveness, we hope to stand out amid fierce market competition
through differentiation in product quality.

Therefore, we believe that our “Lao Heng He (EZ1E#)” products will
continue to grow in China.

GOALS AND STRATEGIES

In 2023, China’s economic growth is expected to make prudent
progression, with efforts being made to expand domestic demand, promote
the smooth circulation of the industrial chain and supply chain, and
gradually return to normal consumption. Our sales strategy remains
consumer-centric to develop multi-type, multi-level and diversified products
with high quality and low price to meet the needs of different consumers
and obtain higher customer loyalty. We focus on providing safer and
healthier naturally-brewed condiment products with premium quality to
consumers.

At the 2023 Work Conference, the Group established the operating policy
of “unifying thoughts , clarifying objectives, strengthening assessment and
incentive assessment (A— B - AEEE « BbEE% - HEER),
always focused on making decisions and suggestions on long-term goals,
and achieved a balance among short-term, medium-term and long-term
strategies through continuous and effective incentive measures. Under the
guidance of the basic principle and operating policy of “focusing on the
naturally-brewed cooking wine industry and refining other industries (ZXfX
REBERDEESE - HhEZEMUIEMHMAR)”, the Group will quickly and steadily
achieve its operating objectives, strive for higher operating performance,
and lay a solid foundation for the future development of the Group’s
business. Despite the challenging market, the Group is still looking forward
to the future. The Group will continue to focus on the following areas to
drive further growth of the Group’s business, thereby creating greater value
for the Shareholders:
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MANAGEMENT DISCUSSION
AND ANALYSIS
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Through continuous product innovation and research and
development, we seize the new opportunities arising from the
expected steady growth of the economy, insist on the basic principle
and management policy of “focusing on the naturally-brewed cooking
wine industry and refining other industries (¥ R REEERHEE S -
Hofh 2 RS 1 4R)”, and attach great importance to improving
product quality, optimising product portfolio and strengthening the
market position of key products.

By expanding sales channels and consolidating the existing
distribution network in the Yangtze River Delta region, we gradually
develop products associated with it to conduct sales through
e-commerce channels, and further explore new market channels
such as BC channel and catering channel to increase penetration
rate.

We renovate the existing factory area and upgrade the equipment to
improve the production facilities, improve the production process and
product quality, improve environmental protection benefits, step into
green production, rationally utilize production capacity and improve
production efficiency to meet the long-term development of the
Group.

We refine the internal management process, strengthen the
integration of various information software, and improve management
efficiency; increase investment in talent cultivation and information
technology to improve the level of enterprise digital management,
improve the Group’s operating efficiency and core competitiveness,
and enhance the Group’s sustainability. potential for continued
development.

We further strengthen the Group’s internal management and control
efforts, establish a sound modern enterprise management system,
and comprehensively improve the modernization level of management
and control.

Our business objectives are to promote the sales of portfolio products and
enhance the Company’s market position in the condiment industry through
our leading position in the cooking wine industry with the production model
of “one wine with multiple products (—iE2 &)’ and expanding diversified
sales channels. On the one hand, we will further increase investment in
business team building and staff training. On the other hand, we will enrich
the Company’s product structure and launch more high-quality multi-
category products that meet the consumption power of the public. For the
distributors’ expansion, we will continue to actively increase the market
share of the brand of “Lao Heng He (Z1E#)” in the PRC market by
cooperating with competent distributors through diversified channels.
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MANAGEMENT DISCUSSION

As a result of the new consumer habits brought about by the pandemic, we
have also actively accelerated the development of new retail sales media,
enriched our online offerings and formed a number of online channels that
combine traditional e-commerce and emerging retail platforms, such as key
account supermarket’s online platform, community e-commerce platform,
group buying membership e-commerce platform, etc. Each platform has
achieved multi-dimensional full promotional coverage through Key Opinion
Leader (KOL) live streaming , video clip, Kuaishou (BRF), Tik Tok (£} ),
Xiaohongshu (/NI ). In addition, we also strive to drive the linkage
between social e-commerce and the community to create a community
distribution model for all-staff shopping guides.

“Lao Heng He (EZ187#0)” strives to become a preferred choice of consumers.

EMPLOYEES AND WELFARE
CONTRIBUTION

As at 31 December 2022, the Group had approximately 535 full-time
employees (31 December 2021: 490). The employees’ remuneration
packages are determined with reference to their experience and
qualifications and general market conditions. The remuneration policies,
bonus, evaluation systems and training programs for employees of our
Group were implemented continuously according to policies disclosed in
the 2021 annual report and no change has been made in 2022.

The total remuneration paid to the Group’s employees (excluding Directors’
and chief executive’s remuneration) for the year ended 31 December 2022
amounted to approximately RMB42.5 million (2021: approximately
RMB39.5 million), which included the Group’s contribution to the employee
benefit plan for the year 2022 of RMB5.6 million (2021: RMB4.0 million).
Details of the employee benefit expense are disclosed in note 2.19 to the
consolidated financial statements in this annual report.

The following table sets forth the Group’s full-time employees by function
as at 31 December 2022:

AND ANALYSIS
B LI s S O

RRIE®HRFOEE B EHEK - HPITFEZINR
MTERRARAE  @ERLEME - PRT —#
ERER+ MATETRGEEANRLRE  WE
BERFESNRLYE HEEBTE BEER
ERYeF - ZSVoBRBRLWEAERE HHRE -
RF-AE NMESHAEIZHEZEENE
BRR - m RPIEBNEE X B ML R
BE - TEE B EENEE HRA

[ZEM] REXBHEENEERIE -

BEREBEANHE

RZZE-_—F+-A=+—H AEBEHEEFEXY
535 % 2BEE(ZE=—F+=-A=+—H : 490
%) REFTHMARNZERENEHRRELGARLR
BmAMmETE - AEBEES B - 784 - 51
HER RN EBEERN S - — FFRIEE
BIERT AR B —FEfmes o

REBE-_ZT - —F+_HA=+—HIEFEXMNTK
SEHEEzFMHEBE(TERREZFRZHTHRAR
F) RWARBE425ABT(ZT_—F: HAR
HILHETL) BRAKER_FT__FHiESR
BAGFEER R RARBE6BEIT(—FT_—F :
ARMKA0BETT) - EERNASFBRERASE
RERA P BwKRME2.19 -

TRHEFIAEFEE"T - —F+_H=1+—H#&
BeEgonEBES

As at 31 December 2022
BE-2B-—f+=-H=t+—H

Number of
employees % of total
EEAH HEHES
Production HE 248 46.4
Management and administration EERITHER 22 4.1
Sales and marketing HE K& 180 33.6

Quality control, research and development BEH  fTEE R E A
and others 85 15.9
Total 45T 535 100.0
EZENMBEERAR Z—TZZFFR 29



MANAGEMENT DISCUSSION
AND ANALYSIS
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The Group has designed an evaluation system to assess the performance
of its employees. This system forms the basis for determination of
employees’ salaries, bonuses and promotions. We believe the salaries and
bonuses that our Group’s employees receive are competitive with market
rates. Under applicable PRC laws and regulations, our Group is subject to
social insurance contribution plans, work-related injury insurance and
maternity insurance schemes.

We place a strong emphasis on providing training to our employees in order
to enhance their technical and product knowledge as well as
comprehension of industry quality standards and work place safety
standards. We also provide regular on-site and off-site training to help our
employees to improve their skills and knowledge. These training courses
range from further educational studies to basic production process and skill
training to professional development courses for its management personnel.

CHARITABLE DONATIONS

During the year of 2022, the Group made charitable donations of
RMB70,251.

DISCUSSION ON QUALIFIED OPINION

(@) Management analysis on the impact of the
qualified opinion on the Company’s financial
position

The Company’s auditor expressed a qualified opinion on the
Company’s consolidated financial statements for the year ended 31
December 2022 (the “Audit Qualification”), on the basis as set out in
the section headed “Basis for the Qualified Opinion” in the
Independent Auditor’s Report. The reason which gave rise to the
qualified opinion was due to the inability by the auditors to obtain
sufficient and appropriate audit evidence to satisfy themselves as to
the accuracy on the Group’s cost of sales charged for the year ended
31 December 2021, which had a consequential effect on the Group’s
results and cash flows for the year ended 31 December 2021.
Because of the possible effects of this matter on the comparability of
the current year’s figures and the corresponding figures, the auditors’
opinion on the current year’s consolidated financial statements for the
year ended 31 December 2022 is also qualified.
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(b)

MANAGEMENT DISCUSSION

In relation to the Audit Qualification mentioned in Independent
Auditor’s Report, the Audit Qualification is only limited to the
comparability of corresponding figures in cost of sales for the year
ended 31 December 2021 (the “Qualified Items”), which
represented a residual effect of the financial statements for the year
ended 31 December 2021, on which the auditor has issued a
disclaimer of opinion. The inventory valuation issue/audit qualification
is not carried forward to the Group’s consolidated financial
statements for the financial year ended 31 December 2022, and it did
not affect the audit of the Group’s consolidated financial statements
for the year ended 31 December 2022. Accordingly, the Management
considers, which the Board and the Audit Committee concurs that,
other than the Qualified Items, the consolidated financial statements
for the year ended 31 December 2022 presents a reasonable view of
the affairs of the Group.

The Management’s and the Audit Committee’s
view on the Audit Qualification

The Management has considered the auditor’s view as mentioned in
the “Basis for Qualified Opinion” of the Independent Auditor’'s Report
and considers the Audit Qualification has been properly addressed.

The Audit Committee has also reviewed the Independent Auditor’s
Report which highlighted, among other things, the key issues and
findings during their audit and the details of the Audit Qualification.
For the year ended 31 December 2022, there are no disagreements
between the Audit Committee and the Management concerning the
Audit Qualification.

The Audit Committee had further discussed with the Company’s
auditor the impact of the Audit Qualification and agreed that since
there is no audit issue in respect of inventory or cost of sales for the
year ended 31 December 2022, which will form the corresponding
comparative figures for the Group’s consolidated financial statements
for the year ending 31 December 2023, the Audit Qualification in
relation to the comparative figures for FY2021, being a technical audit
qualification, will be removed in the year ending 31 December 2023.
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The Company is committed to maintaining a high standard of corporate
governance practices for enhancing accountability and transparency of the
Company to its investors and Shareholders. The Board and the
management of the Company are committed to conducting the Group’s
businesses in a transparent and responsible manner, and they believe good
corporate governance provides a framework that is essential for effective
management, a healthy corporate culture, sustainable business growth and
enhancing Shareholders’ value in the long term.

(A) CORPORATE GOVERNANCE

PRACTICES

The Company has adopted the code provisions as set out in the
Corporate Governance Code (the “Governance Code”) as contained
in Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited (as amended from time to
time) (the “Listing Rules”) as its own code to govern its corporate
governance practices.

During the year ended 31 December 2022, the Company has
complied with the code provisions set out in the Governance Code.

The Board will continue to review and monitor the practices of the
Company with an aim to achieve and maintain a high standard of
corporate governance practices.

(B) DIRECTORS’ AND SENIOR

32

MANAGEMENT’S SECURITIES
TRANSACTIONS

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuer” (the “Model Code”) set
out in Appendix 10 to the Listing Rules as its code of conduct
regarding dealings in the securities of the Company by the Directors
of the Company and the Group’s senior management who, because
of his/her office or employment, is likely to possess inside information
in relation to the Group or the Company’s securities.

Upon specific enquiry, all Directors of the Company confirmed that
they have complied with the Model Code during the year ended 31
December 2022. In addition, the Company is not aware of any non-
compliance of the Model Code by the senior management of the
Group during the year ended 31 December 2022.
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(C) THE BOARD OF DIRECTORS

Board Responsibilities

The Board is responsible for the overall management of the
Company, including establishing and overseeing the Company’s
strategic development, business plans, financial objectives, capital
investment proposals and assumes the responsibilities of corporate
governance of the Company.

The Board gave their input and considered the priorities and
initiatives, aiming at developing a sustainable plan for the Company to
generate and preserve its long-term corporate values and to achieve
its business strategies and objectives.

The Board may from time to time delegate all or any of its powers
that it may think fit to a Director or member of senior management of
the Company. The Board has formulated clear and specific rules and
policies on such delegation of power to facilitate efficient operation of
the Company and is supported by three board committees together
the “Board Committees”, which are audit Committee (the “Audit
Committee”) , remuneration Committee (the “Remuneration
Committee”) and nomination Committee (the “Nomination
Committee”).

Directors must dedicate sufficient time and attention to the Group’s
affairs. Besides, the Company also requested all Directors to disclose
to the Company annually the number and the nature of offices held in
public companies or organizations and other significant commitments
with an indication of the time involved.

The Company has arranged appropriate insurance for all Directors in
respect of legal actions against the Directors arising out of corporate
activities.
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Functions and Duties of the Board

The Board supervises the management of business and affairs of the
Company. The primary duties of the Board include:

(@ overall management of the business and strategic
development;

(b)  deciding business plans and investment plans;

()  monitoring the ongoing operation of the Company and to
ensure that it is managed in the best interests of the
Shareholders as a whole while taking into account the interests
of other stakeholders of the Company;

(d)  convening general meetings and reporting to the Shareholders;
and

(e) exercising other powers, functions and duties conferred by
Shareholders in general meetings.

The Board delegates the authority and responsibility of daily
operations, business strategies and day to day management of the
Company to the CEO and the senior management.

The senior management, under the leadership of the CEO, is
delegated by the Board the authority and responsibility for the daily
operations and management of the Group. The delegated functions
and work tasks are periodically reviewed. Approval has to be
obtained from the Board prior to any significant transactions to be
entered by the Company.

Board Members

During the year ended 31 December 2022 and as at the date of this
report, the Board consist of the following Directors:

Executive Directors

Mr. Chen Wei (Chairman)

Mr. Liu Jianbin (CEO)

Mr. Sheng Mingjian (resigned on 28 June 2022)

Non-executive Director
Mr. Gu Wei (resigned on 10 January 2023)
Mr. Wu Hongping (appointed on 10 January 2023)

Independent Non-executive Directors
Mr. Shen Zhenchang

Mr. Ng Wing Fai

Mr. Sun Jiong
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There is no financial, business, family or other material or relevant
relationships among the Directors of the Company.

An updated list of the roles and functions of Directors is maintained
on the websites of the Company and the Stock Exchange, and the
Company shall keep updating whenever necessary. The details of the
Directors’ biographical information (save for those that have resigned)
are contained in the section headed “Profile of Directors and Senior
Management” of this annual report.

The Company has adopted a Board diversity policy on 25 March
2014 (the “Board Diversity Policy”). The Company recognizes and
embraces the benefits of having a diverse Board to the quality of its
performance. The Board Diversity Policy aims to set out the approach
to achieve diversity on the Board. The Remuneration Committee and
Nomination Committee will evaluate the balance and blend of skills,
experience and diversity of perspectives of the Board. Selection of
candidates will be based on a range of diversity experiences,
including but not limited to age, gender, cultural and educational
background, and merit and contribution that the selected candidates
will bring to the Board.

Having reviewed the Board composition, the Nomination Committee
recognises the importance and benefits of the gender diversity at the
Board level and will take initiatives to enhance the gender diversity
among the Board members when selecting and making
recommendation on suitable candidates for Board appointments.

The Board currently consists of only male Directors. In recognising
the particular importance of gender diversity, the Company targets to
appoint at least one female director by no later than 31 December
2024.

Director Nomination Policy

In assessing the Board composition, the Nomination Committee
would take into account various aspects set out in the Board Diversity
Policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
would review the implementation of the Board Diversity Policy in
achieving the objectives set for the benefits of the Company.

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

The Company at all times complied with the requirement of Rule
3.10A of the Listing Rules, which requires an issuer’s board of
directors to have at least one-third of its members being independent
non-executive directors. In addition, the Company has duly complied
with Rule 3.10(1) and Rule 3.10(2) of the Listing Rules, which requires
the issuer’s board must include at least three independent non-
executive directors and at least one of the independent non-executive
directors to have appropriate professional qualifications or accounting
or related financial management expertise.

Mr. Ng Wing Fai, chairman of the Company’s Audit Committee and
being one of the independent non-executive Director, possesses over
20 years of experience in audit, taxation and consultancy in
government and non-government institutions. Together with another
two independent non-executive Directors, Mr. Shen Zhenchang and
Mr. Sun Jiong, all of whom have wide exposure and experience in the
cooking food industry and provide the Group with diversified
expertise and experience.

Their views and participation in Board and Board committee meetings
bring independent judgment and advice on issues relating to the
Group’s strategies, performance, conflicts of interest, management
process and to ensure that the interests of all Shareholders are taken
into account.

The Company has received an annual confirmation from each of the
independent non-executive Directors on their respective
independence pursuant to Rule 3.13 of the Listing Rules and the
Board considers that each of them be independent. The Board
believes that the present structure of the Board can ensure the
independence and objectivity of the Board and provide an effective
system of checks and balance to safeguard the interests of the
Shareholders and the Company.

The Board considers that the balance between executive and non-
executive Directors is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of Shareholders
and the Group as a whole. The composition of the Board reflects the
necessary balance of skills and experience appropriate for the
requirements of the business development of the Group and for
effective leadership. The Board has separate and independent
access to the senior management and the company secretary at all
times.

All Directors, including independent non-executive Directors, are

clearly identified as such in all corporate communications containing
the names of the Directors.
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Appointment, Re-election and Removal of
Directors

Each of the Directors has entered into a service contract or a letter of
appointment with the Company for a specific term. The initial term of
office for each Director is a term of three years from their respective
appointment date and is subject to retirement by rotation at an annual
general meeting (the “AGM”) at least once every three years.
According to the articles of association of the Company (the
“Articles”), one-third of the Directors for the time being shall retire
from office by rotation at each AGM provided that every Director shall
be subject to retirement by rotation at least once every three years.
The retiring Directors shall be eligible for re-election at the relevant
AGM. In addition, the Articles provide that any Director appointed by
the Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his/her appointment, whereas
any Director appointed by the Board as an addition to the existing
Board shall hold office only until the next following AGM. The Director
appointed by the Board as aforesaid shall be eligible for re-election at
the relevant general meeting.

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

In accordance with the Articles, Mr. Wu Hongping, Mr. Ng Wing Fai
and Mr. Sun Jiong will retire from office as Director by rotation at the
forthcoming 2023 AGM and, being eligible, offer themselves for re-
election.
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Directors’ Continuing Professional Development

The Company has regularly provided the Directors with information of
relevant training courses. Updates on the amendments of applicable
rules and regulations have been given to the Directors from time to
time. Save for Mr. Wu Hongping who was appointed in January
2023, all our Directors have provided the Company with a record of
their training received in 2022. A summary of the Directors
participation in continuous professional training for the year ended 31
December 2022 is as follows:

ESCHEBEEXRERE

ARARERRESREBBEIRIZNER -
R RAFERNERTEFHER I E N
RUGEZT - BR_F_=F—ABZEH
RAFEEIN  2REFCRARRHRHK
ER_FT__FMEREBINLEE - EEZR
BE_ZT-__F+_A=t—HIFEZ2H
R EFEXEIIBEZ T -

Attending briefings/seminars/
conferences/reading materials/
regulatory updates

HESNE EHRE 88
Name of Director BEEHR HEEN ZEEHER
Executive Directors HITEE
Mr. Chen Wei PRIESEAE v
Mr. Liu Jianbin 2|2 R A v
Non-executive Director IERITEE
Mr. Wu Hongping SRATFEAE
Independent non-executive Directors B/ IEHiTEE
Mr. Shen Zhenchang M =bitas v
Mr. Ng Wing Fai REWBIE v
Mr. Sun Jiong BRAELE v

Internally, the Company’s senior management, including the executive
Directors, will implement a training plan and conduct training sessions
for its key staff members on a continuing basis. The Directors are
required to submit to the Company details of training sessions taken
by them in each financial year for the Company’s maintenance of
proper training records of the Directors.
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Board and Board Committee Meetings

Under code provision C.5.1 of the Governance Code, the Board
should meet regularly and Board meetings should be held at least
four times a year at approximately quarterly intervals and under code
provision C.2.7 of the Governance Code, the chairman of the board
should at least annually hold meeting with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present.

At least 14 days’ notice for all regular Board meetings will be given to
all Directors and all Directors must be given the opportunity to include
items or businesses for discussion in the agenda. For all other Board
meetings, reasonable notice will be given. Relevant agenda and
accompanying Board papers will be sent to all Directors at least three
days in advance of every regular Board meeting.

All matters and decisions reached, including any concerns raised by
Directors or dissenting views expressed, will be recorded in minutes
of Board meeting or other Board committees meetings in sufficient
detail. Draft and final versions of minutes of Board/Board committee
meetings will be sent to all Directors/committee members for
comment and records respectively, within reasonable time after the
respective meetings are held. The final versions of these minutes are
kept by the Company secretary of the Company and are available for
inspection at any reasonable time on reasonable notice by any
Director and auditor of the Company.

During the year ended 31 December 2022, the Board convened a
total of ten Board meetings, two Remuneration Committee meeting,
one Nomination Committee meeting, twelve Audit Committee
meetings, based on the need of the operation and business
development of the Company.
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All Board members attended the said meetings in person or by
means via telephonic conferencing, which constituting presence at a
meeting as if he has been present in person under the Articles. The
Board intends to meet at least four times per year in the future, and
the chairman of the Board intends to hold at least one meeting per
year with the non-executive Directors (including the independent non-
executive Directors) without the executive Directors present.

During the year ended 31 December 2022, the Board considers that
all meetings have been legally and properly convened in compliance
with the relevant laws and regulations (including the Listing Rules and
the Articles). With the assistance of the company secretary, the
chairman of the Board takes the lead to ensure that Board meetings
and Board committee meetings are convened in accordance with the
requirements set out in the Articles, the terms of reference of the
respective Board committees and the Listing Rules. The Director’s
attendance at the Board meetings is set out in the section headed
“Attendance at Board and Board Committee Meetings” below.

Upon making reasonable request to the Company, Board members
have the right to seek independent professional advice or services at
the Company’s expense to assist them to perform their duties to the
Company.

Should a potential conflict of interest involving substantial
Shareholder(s) or Director(s) arise and the Board considers the matter
to be material, the Company will hold a physical Board meeting to
discuss and consider the matter, instead of passing a written
resolution. Independent non-executive Directors who, and whose
associates, have no material interest in the transaction should be
required to be present at that Board meeting.
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Attendance at Board Meetings, Board Committee
Meetings and Annual General Meeting

Attendance of each Director at all the Board meetings, Board
committee meetings and annual general meeting held during 2022 is

set out as follows.

e N

HEEEEER EXE2Z88T
BERBERBEFAE
EEEHEN T —FRTNEDEES
B EFRZAGTARRRBFAGH
EREFIT -

Audit  Nomination Remuneration 2022 annual
Board  Committee = Committee Committee general
meeting meeting meeting meeting meeting
Ezg EH RE £ —B-CH
Name of Director EEpE 838 ZES8R ZE8%3 ZEEEE RRAFAE
Executive Directors HITEE
Mr. Chen Wei BRiE 5% 10/10 NA. NA. NA. 11
i TERA NER
Mr. Liu Jianbin Eljeaapia 10110 NA. N.A, NA. 1/1
i TER NER
Mr. Sheng Mingjian (resigned BHRREE(RZZ 5/5 NA. N.A. NA. 0/0
on 28 June 2022) ANAZT/\BEHE) TEm TEm TEm
Non-executive Director FHITEE
Mr. Wu Hongping (appointed RUFEE(RZT== 0/0 0/0 N.A. NA. 0/0
on 10 January 2023) — B+ BEEE) ENELE A
Mr. Gu Wi (resigned on BEFERZZZ=F 10110 1112 N.A. NA. 1
10 January 2023) —A+HEA) TER NER
Independent non-executive BUFHTEE
Directors
Mr. Shen Zhenchang MREEE 10/10 12/12 11 2/2 11
Mr. Ng Wing Fai REBEE 10/10 12/12 11 2/2 11
Mr. Sun Jiong bt 10/10 1012 11 2/2 11
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Corporate Governance Responsibilities

The Board is responsible for fulfilling the following corporate
governance responsibilities:

o develop and review the Company’s corporate governance
policies and practices and put forward recommendations to
the Board;

° review and monitor the training and continuing professional
development of Directors and senior management;

o review and monitor the Company’s policies and practices
regarding compliance with laws and regulatory provisions;

° develop, review and monitor code of conduct and compliance
manual for staff and Directors (if any);

° review the Company’s compliance with the Code and
disclosure in the corporate governance report; and

° develop shareholder communications policy and regularly
review the policy to ensure its effectiveness.

(D) CHAIRMAN AND CHIEF EXECUTIVE

42

Code provision C.2.1 of the Governance Code provides that the roles
of the chairman and the chief executive officer (the “CEO”) should be
separate and should not be performed by the same individual. The
division of responsibilities between the chairman and the CEO should
be clearly established and set out in writing.

The Group has complied with the practice in code provision C.2.1 of
the Governance Code during the year ended 31 December 2022.
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The Remuneration Committee and Nomination Committees also
regularly review the structure and composition of the Board and will
make appropriate recommendations to the Board regarding any
proposed changes.

The Board will continue to review and monitor the practices of the
Company with an aim to maintaining and implementing a high
standard of corporate governance practices.

Mr. Chen Wei, as the chairman of the Board, is responsible for
ensuring that the Directors receive in a timely manner, adequate
information which is accurate, clear, complete and reliable. He
ensures that all Directors are properly briefed on issues arising at the
Board meetings. Mr. Chen Wei is also responsible for ensuring good
corporate governance practices and procedures are maintained, all
Directors make full and active contribution to the Board’s affairs, and
the Board acts in the best interests of the Company and its
Shareholders.

Under the leadership of Mr. Chen Wei, the Board works effectively
and performs its responsibilities with all key and appropriate issues
discussed in a timely manner. Appropriate steps are taken to provide
effective communication between the Shareholders and the Board.
Mr. Chen Wei will ensure appropriate steps are taken and the
Shareholders’ views are communicated to the Board as a whole.

A culture of openness and constructive relations among Directors are
promoted within the Board, facilitating effective contribution of non-
executive Directors and ensuring constructive relations between
executive and non-executive Directors.

In the year ended 31 December 2022, Mr. Chen Wei, the chairman of
the Board has met with the independent non-executive Directors
(without the presence of the executive Directors) once to discuss,
and obtain independent views of, the Board affairs.
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(E) NON-EXECUTIVE DIRECTOR

(F)

44

The term of Mr. Wu Hongping, the Company’s incumbent non-
executive director, shall last for three years from 10 January 2023.

BOARD COMMITTEES
Delegation by the Board

The Board is supported by the Board Committees, and the Board
has delegated various responsibilities to the Board Committees,
namely the Audit Committee, Remuneration Committee and the
Nomination Committee. All Board Committees perform their distinct
roles in accordance with their respective terms of reference which are
available to public on the websites of the Company and the Stock
Exchange.

The Company has provided the Board Committees with sufficient
resources and the Board Committees may seek independent
professional advice as and when required at the Company’s expense.

Audit Committee

The Company established the Audit Committee on 17 December
2013 with written terms of reference in compliance with the Rules
Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange and the Governance Code. The Audit Committee currently
has four members, namely Mr. Ng Wing Fai, Mr. Sun Jiong, Mr. Shen
Zhenchang and Mr. Wu Hongping. Mr. Ng Wing Fai, the Company’s
independent non-executive Director, has been appointed as the
chairman of the Audit Committee, and possess the appropriate
professional qualifications required under the Listing Rules. The Audit
Committee has access to professional advice, if required, and is
provided with sufficient resources to perform its duties.

The primary responsibilities of the Audit Committee are to review and
supervise the financial reporting process, financial control, internal
control and risk management systems of the Company, nominate
and monitor external auditor, oversee the audit process and perform
other duties and responsibilities as assigned by the Board on an
annual basis.
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During the year ended 31 December 2022, the Audit Committee has
convened twelve meetings, with all members present in person or
through telephonic conferencing, during which the following works
were performed:

o Assessed the independence of the Company’s auditors;

o Discussed with external auditors about the scope of work and
fees in respect of their audit work for the year ended 31
December 2022;

o Met with the Company’s external auditor to discuss the audit
procedures and accounting issues;

o Reviewed and discussed the audited annual results for the year
ended 31 December 2021 and the year ended 31 December
2020, and the unaudited interim results for the six months
ended 30 June 2022 and the six months ended 30 June 2021
with the senior management of the Company and external
auditor;

° Reviewed the financial controls, internal control and risk
management systems of the Group;

o Reviewed the accounting policies adopted by the Group and
other issues related to the Company’s accounting practice;

° Considered the appointment of external auditors (subject to
AGM approval) and arrangements for the employees to raise
concerns about possible improprieties; and

° Considered and made recommendations to the Board on the
matters relating to the resumption of trading of the Company
including, among others, the independent forensic investigation,
the supplemental independent investigation, and the internal
control review.

The terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

The attendance of the Audit Committee members at the above
meeting is set out in the above section headed “Attendance at Board
and Board Committee Meetings”.
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Remuneration Committee

The Company established the Remuneration Committee on 17
December 2013 with written terms of reference in compliance with
the Listing Rules and the Governance Code. The Remuneration
Committee has three members, namely Mr. Shen Zhenchang, Mr. Ng
Wing Fai and Mr. Sun Jiong. Mr. Shen Zhenchang, the Company’s
independent non-executive Director, has been appointed as the
chairman of the Remuneration Committee. The Remuneration
Committee has access to professional advise, if required, and is
provided with sufficient resources to perform its duties.

The primary duties of the Remuneration Committee are to review,
determine and make recommendations to the Board on the policy
and structure of the remuneration (including bonuses and other
compensation) payable to the Directors and senior management,
assess performance of executive Directors, approve the terms of
executive Directors’ service contracts and make recommendations
on employee benefit arrangements.

The Remuneration Committee is also responsible to establish a
formal and transparent procedure for development of remuneration
policy, and ensuring no Director or his/her associate is involved in
deciding his/her own remuneration. The Remuneration Committee
will consult with chairman of the Board about the remuneration
proposals for the other executive Directors.

The Remuneration Committee of the Company held two meetings in
2022 to review and make recommendations on the existing
remuneration packages of all Directors and senior management. The
attendance of the Remuneration Committee members at the above
meeting is set out in the section headed “Attendance at Board and
Board Committee Meetings” above.

The terms of reference of the Remuneration Committee is available
on websites of the Company’s website and the Stock Exchange.
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Pursuant to code provision E.1.5 of the Governance Code, the annual
remuneration of the members of the senior management by band for
the year ended 31 December 2022 is set out below:

Remuneration band (RMB)

e N

BIEERTRIZTANEXEEASK  BHEZ
T+ A=+ HIEFESRERE
REREBEE D 2 FEHMEZ T

Number of Individual

HMEE(ARR) A B
Nil-1,000,000 £%1,000,0007T 4

Details of the remuneration of each Director for the year ended 31
December 2022 are set out in note 11 to the consolidated financial
statements in this annual report.

Nomination Committee

The Company established the Nomination Committee on 17
December 2013 with written terms of reference in compliance with
the Listing Rules and the Governance Code. The Nomination
Committee consists of three members, namely Mr. Sun Jiong, Mr.
Shen Zhenchang and Mr. Ng Wing Fai. Mr. Sun Jiong, the
Company’s independent non-executive Director, has been appointed
as the chairman of the Nomination Committee. The Nomination
Committee has access to professional advice, if required, and is
provided with sufficient resources to perform its duties.

The primary duties of the Nomination Committee are to review the
structure, size and composition of the Board annually and make
recommendations on any proposed changes to the Board
compositions to complement the Company’s corporate strategy. The
Nomination Committee is also responsible for identifying suitably
qualified individuals and making recommendations to the Board on
the appointment or re-appointment of Directors and succession
planning of Directors. Furthermore, it also assesses the independence
of the independent non-executive Directors.
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The Nomination Committee has held one meeting in 2022, during
which the diversity, structure, size and composition of the Board and
the independence of the independent non-executive Directors were
reviewed and considered, and relevant recommendation was made
to the Board. The attendance of the Nomination Committee members
at the above meeting is set out in the section headed “Attendance at
Board and Board Committee Meetings” above.

In assessing the Board composition, the Nomination Committee
takes into account the various aspects set out in the Board Diversity
Policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
discussed and agreed on measurable objectives for achieving
diversity on the Board, where necessary, and recommends them to
the Board for adoption. The Nomination Committee considers an
appropriate balance of diversity perspective of the Board is
maintained. The Board Diversity Policy shall be reviewed by the
Nomination Committee annually, as appropriate, to ensure its
effectiveness.

In selecting candidates for directorship of the Company, the
Nomination Committee makes reference to certain criteria such as
the Company’s needs, the integrity, experience, skills and expertise
of the candidate, board diversity aspects and the amount of time and
effort that the candidate will devote to discharge his/her duties and
responsibilities. External recruitment professionals might be engaged
to carry out selection process when necessary.

The terms of reference of the Nomination Committee is available on
the websites of the Company and the Stock Exchange.
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(G) AUDITORS’ REMUNERATION

The remuneration paid or payable to the Company’s external
auditors, Grant Thornton Hong Kong Limited (“Grant Thornton”),
during the year ended 31 December 2022 is set out below:
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(G) 2 R AT BN <=

BE-FT-—F1-A=t+-ALEEZM
LA T A2 SIS (X BB BUR (5 78) &
BEHHARA T (RE) ZMEBFIMT -

Remuneration

Paid/Payable

et EAME

RMB’000

Service Category BR 3% 38 5l ARBT T
Audit services provided by Grant Thornton HEREZERS 3,550

The Audit Committee has expressed its views to the Board that the
level of fees paid/payable to the Company’s external auditors for
annual audit and non-audit services is reasonable. There has been no
major disagreement between the auditors and the management of
the Company during the year ended 31 December 2022.

The Audit Committee is responsible to make recommendation to the
Board as to the appointment, re-appointment and removal of the
external auditors. There is no disagreement between the Board and
the Audit Committee regarding the re-appointment of Grant Thornton
as the Company’s external auditors for the financial year ending 31
December 2023 which is subject to the approval by the Shareholders
at the forthcoming AGM of the Company.

(H) DIRECTORS’ RESPONSIBILITY FOR
FINANCIAL REPORTING IN RESPECT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledge that it is their responsibility to prepare
accounts of the Group and other financial disclosures required under
the Listing Rules and the Company’s management will provide
information and explanation to the Board to enable it to make
informed assessments of the financial and other decisions.
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Grant Thornton Hong Kong Limited draws attention to note 2.2 in the
consolidated financial statements, which describes the principal
conditions that raise doubt about the Group’s ability to continue as a
going concern. These events or conditions indicate that a material
uncertainty exists that may cast significant doubt on the Group’s
ability to continue as a going concern. Their opinion is not modified in
respect of this matter. Save as disclosed in note 2.2 of the
consolidated financial statements in this annual report, the Directors
are not aware of any other material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability
to continue as a going concern. The Directors are of the view that
taking into account of the Group’s latest business performance and
available banking and credit facilities, the Group has the ability to
generate adequate financing and operating cash flows in the near
future and obtain the continuous financial support from its chargor
and major lenders, in particular such chargor and major lenders
undertook that they will not require the Group to repay the amounts
due and will continue to provide financing facility for the Group’s
liquidity needs for a twelve months’ period from the date of approval
of the Group’s consolidated statements as mentioned in note 2.2 to
the consolidated financial statements, and thus it is appropriate to
prepare the consolidated financial statements of the Group for the
year ended 31 December 2022 on a going concern basis.

The statement of the auditors of the Company in respect of their
reporting responsibilities on the Company’s consolidated financial
statements for the year ended 31 December 2022 is set out in the
“Independent Auditors’ Report” contained in this annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for maintaining effective risk management
and internal control systems and conducting regular review on the
effectiveness of the risk management and internal control system of
the Company. The risk management and internal control systems of
the Group are characterised by distinct division between power and
authority, clear procedures, high transparency and efficiency. The
Company has worked out a procedure for identifying, evaluating and
managing significant risks of the Company. Business departments
including the production and sales departments are responsible for
identifying, supervising and evaluating the risks related to themselves,
and report to the Company’s senior management on a regular basis.
The senior management shall evaluate and set priorities for the
identified risks according to the procedure set by the Board’s Audit
Committee, and then submit risk alleviation plans to the Board’s
Audit Committee which shall appoint officers responsible for risk
management.
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The Company has formulated the insider information policies
according to the Securities & Futures Ordinance and the Listing
Rules. The Company’s Directors, senior management and all others
relevant employees are provided with the guidelines to ensure that
the Company promptly disclose the insider information under
reasonable and practicable circumstances. The guideline contains a
series of procedure to ensure that the information are kept
confidential before they are disclosed to the general public, and shall
publicly disclose such information immediately if the Company
considers that it is impossible to keep it confidential as required.

The risk management and internal control systems adopted by the
Company are designed to manage rather than eliminate the risks of
failing to achieve the business objectives and can only make
reasonable but not absolute assurance against material misstatement
or loss. Procedures have been designed for safeguarding assets
against unauthorized use or disposition, maintaining of proper
accounting records for the provision of reliable financial information
for internal use or for publication, and ensuring compliance of
applicable laws, rules and regulations. However, the system can only
provide reasonable but not absolute assurance against
misstatements or losses.

The Board is responsible for presenting a balanced and clear
assessment of the Group’s performance and prospects.
Management of the Company provides all relevant information to the
Board, giving its members sufficient information and explanation that
it needs to discharge their responsibilities.

As set out in the announcement of the Company dated 16 August
2021, the Company has engaged an internal control consultant (the
“IC Consultant’) to conduct a review of the internal control systems
and procedures of the Group, identify any defects in the internal
control systems and procedures of the Group and make
recommendations accordingly (the “Internal Control Review”’). The
Internal Control Review covers the period from 1 December 2020 to
30 November 2021. All remediation work as recommended by the IC
Consultant has been completed. Based on the follow-up assessment
on remediation results for enhancement of the Group’s internal
control system, the IC Consultant did not identify any further internal
control weaknesses and deficiencies nor make any further
recommendations on the Group’s internal control system. Having
considered the Internal Control Review Report and the remedial
measures taken by the Group, the Audit Committee and the Board
are of the view that the remedial measures implemented by the
Group are adequate and sufficient to address the key findings of the
Internal Control Review and the enhanced internal control system can
facilitate the Group to manage the related risks at a reasonable level.
As such, the Board is of the view that the Company has now in place
adequate internal control systems to meet the obligations under the
Listing Rules. For details, please refer to the announcement of the
Company dated 27 September 2022.
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Furthermore, as disclosed in the Company’s announcement dated
22 December 2022, the Company has engaged (i) an external internal
control consultant to review the effectiveness of its enhanced internal
control system on an on-going basis and to report the review results
to the Audit Committee and the Board quarterly; (i) an external
consultant to provide regular company-wide trainings to the Group’s
employees, including Directors, senior management and personnel
from business operation and finance departments, cover various
topics (including but not limited to Listing Rules, the Group’s internal
control policies, in particular, the sections relating to the procedures
for reviewing and monitoring the Group’s transactions and other
compliance policies; and (i) Asian Capital Limited as its compliance
adviser for the provision of advisory services on compliance matters
of the Company.

The Articles set out matters which are specifically reserved to the
Board for its decision. The management team of the Company holds
meetings regularly to review and discuss with executive Directors on
daily operational issues, financial and operating performance as well
as to monitor and ensure the management properly implement the
directions and strategies set by the Board.

In order to improve the Group’s internal audit function, the Audit
Committee has resolved to establish an internal audit department and
to be staffed with experienced internal audit personnel in discharging
the Group’s internal audit function.

The Board will continue, with the assistance of the Audit Committee
and external independent professionals if necessary, to review and
improve the Group’s internal controls system, taking into account the
prevailing regulatory requirements, the Group’s business
development and the interests of shareholders.

COMPANY SECRETARY

Mr. Au Wai Keung (“Mr. Au”) served as the company secretary of the
Company during the year ended 31 December 2022. Mr. Au is a
director of Arion and Associates Limited, a corporate secretarial and
accounting services provider in Hong Kong. Mr. Au possesses the
professional qualifications that the Stock Exchange has considered
acceptable and has taken no less than 15 hours of professional
training during the year ended 31 December 2022.

The primary contact person at the Company is Mr. Liu Jianbin, the
CEO and executive Director of the Company.

Mr. Au is responsible for providing advice to the Board on corporate
governance matters.
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(K) SHAREHOLDERS’ RIGHT

To safeguard Shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at general meetings,
including the election of individual Directors. All resolutions put
forward at general meetings will be voted on by poll pursuant to the
Listing Rules and poll results will be posted on the websites of the
Company (www.hzlaohenghe.com) and Stock Exchange after each
general meeting. The Articles allow a Shareholder to attend and vote
at a general meeting or to appoint a proxy, who needs not be a
Shareholder, to attend the meeting and vote thereat on his/her/its
behalf.

Pursuant to the Articles, any one or more Shareholders holding at the
date of deposit of the requisition not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings of the Company shall have the right, by written requisition
to the Board or the secretary of the Company, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition, and such
meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to
proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

With respect to the Shareholders’ right in proposing persons for
election as Directors, please refer to the procedures available on the
website of the Company.

There is no provision allowing Shareholders to move new resolutions
at general meetings under the Cayman Islands Companies Law or
the Articles. Shareholders who wish to move a resolution may request
the Company to convene a general meeting following the procedures
set out in the preceding paragraph.

Shareholders and potential investors are welcome to communicate
with the Company by email: ir02226@hzlaohenghe.com.
Shareholders may also put forward their written enquiries or
requisitions to the Board at Balidian Town, Food and Industrial Park,
Wuxing District, Huzhou City, PRC (Attention: the Board of Directors).
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INVESTOR RELATIONS

The Company believes that effective and proper investor relations
play a vital role in creating Shareholders’ value, enhancing the
corporate transparency as well as establishing market confidence.
The Company discloses information in compliance with the Listing
Rules, and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations. The
primary focus of the Company is to ensure information disclosure is
timely, fair, accurate and complete, thereby enabling Shareholders,
investors as well as the public to make rational and informed
decisions. Updated key information and business development of the
Group are also available on the Company’s website to enable
Shareholders and investors to have timely access to information
about the Group.

The Company also endeavours to maintain an on-going dialogue with
Shareholders and in particular, through general meetings which
provides a forum for Shareholders to raise comments and exchange
views with the Board. Directors (or their delegates as appropriate) will
be available at the AGMs of the Company to address Shareholders’
queries.

The Company will continue to take measures to ensure effective
Shareholders’ communication and transparency.

An up to date version of the Articles is available on the websites of
the Stock Exchange and the Company.

The Company will strive to strengthen investor relationships and
maintain transparency of the operating strategies, financial
performance and development prospects of the Company.

DIVIDEND POLICY

Policy on payment of dividend of the Company is in place setting out
the factors in determination of dividend payment of the Company, the
Company’s long-term earning capacity and expected cash inflow and
outflow, the frequency and form of dividend payments. The policy
shall be reviewed periodically and submitted to the Board for approval
if amendments are required.

Honworld Group Limited Annual Report 2022

L) REEBE

ARAEGE BREEEZVERNEENH
FHZERREE REAFEAEIEY
MBELEEERER - ARFRE TR
AIREER  RREBERZERIERAIR
ATTIBEEHRERAE - RARE DR
RERBEER MEBENEBAQL - £
RE®  BRERR REERARALHE
EFHAENAMBRE - ARERFTHNERE
BREBERTETNENARRRHL - AE
BREBREEMERSEBAEENER -

ARBINE N BERRFHELE - LHEE
BRRRREREREHRELEAREES
EXMBEANTHE BEF(EHERR(WE
A BRARBRRBFAE LEERRDN
A e

A2 A BRI IR A A R R
RERE -

AR R B BR T AR AN BT OB SR PT R AR R B M A
B o

ARABHNBRIEKEERE  UARERAE
NERLRE  MBERALBERAZHER
o

(M) IR B BUR

ARREHERBIKNEE  SPREETEAR
ARBIKMNER NARNKRBARFIE

REHRSRATMRE - BRI H5EE R
B - ZBRRETERRTLIREREEGH]

ERRTRIEM -



The Board is pleased to present the annual report together with the audited
financial statements of the Group for the year ended 31 December 2022.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands on 4 December
2012 as an exempted company with limited liability under the Companies
Law of the Cayman Islands. The Company is an investment holding
company, and its subsidiaries established in the PRC are primarily engaged
in the manufacturing of cooking wine and other condiment products in
China under the “Lao Heng He” (“ Z18F1”) brand.

The activities and particulars of the Company’s subsidiaries are shown
under note 1 to the consolidated financial statements. An analysis of the
Group’s revenue and operating profit for the year by principal activities is
set out in the section headed “Management Discussion and Analysis” in this
annual report and note 5 and note 6.1 to the consolidated financial
statements in this annual report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2022 are set out
on pages 78 to 84 of this annual report.

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2022.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the Group
for the last five financial years is set out on page 3 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in note 16 to the consolidated financial
statements in this annual report.
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DIRECTORS’ INTERESTS

At no time during the year ended 31 December 2022 was any of the
Company or its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate, and
none of the directors, or their spouses or children under the age of 18, had
any right to subscribe for the shares in, or debentures of, the Company, or
had exercise any such right.

EQUITY-LINKED AGREEMENTS

There were no equity-linked agreements entered into by the Group, or
existed during the year ended 31 December 2022.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the year
ended 31 December 2022 are set out in note 31 to the consolidated
financial statements in this annual report.

PRE-EMPTIVE RIGHTS

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

DISTRIBUTABLE RESERVES

As at 31 December 2022, the Company has no reserve available for
distribution to the shareholders.

RESERVES

Details of the movement in the reserves of the Group and of the Company
during the year ended 31 December 2022 are set out in note 32 to the
consolidated financial statements in this annual report.
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BANKING FACILITIES AND OTHER
BORROWINGS

Details of the borrowings are set out in the section headed “Management
Discussion and Analysis” in this annual report and note 28 to the
consolidated financial statements in this annual report.

The Directors are not aware of any circumstances which would give rise to
disclosure obligation pursuant to the requirements under Rule 13.18 of the
Listing Rules as at 31 December 2022.

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

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during 2022.

DIRECTORS

A summary of the Directors who held office during the year ended 31
December 2022 and up to the date of this annual report is set out on page
9 of this annual report.

INDEPENDENCE OF THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Board has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 3.13
of the Listing Rules, and considers that all the independent non-executive
Directors are independent.

BIOGRAPHICAL DETAILS OF THE
DIRECTORS AND THE SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management of the
Group as at the date of this annual report are set out in the section headed
“Profile of Directors and Senior Management” on pages 12 to 17 of this
annual report.
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DIRECTORS’ SERVICE CONTRACTS

As at 31 December 2022, none of the Directors has a service contract with
the Company or any of its subsidiaries which is not determinable by the
Company or its subsidiaries, as applicable, within one year without payment
of compensation (other than statutory compensation).

CONTRACTS WITH DIRECTORS AND
CONTROLLING SHAREHOLDERS

No contract of significance (as defined under notes 16.1 and 16.2 of
Appendix 16 to the Listing Rules) has been entered into between the
Company or any of its subsidiaries and a controlling Shareholder or any of
its subsidiaries during the year ended 31 December 2022.

No contract of significance (as defined under notes 15.2 and 15.3 of
Appendix 16 to the Listing Rules) which the Company or any of its
subsidiaries was a party, and in which a Director or an entity connected
with a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year ended 31
December 2022.

COMPENSATION OF DIRECTORS AND
SENIOR MANAGEMENT

The emoluments of the Directors and senior management members of the
Group are decided by the Board with reference to the recommendation
given by the Remuneration Committee, having regard to the Group’s
operating results, individual performance and comparable market statistics.

The remuneration (including fees, salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to the
Company'’s Directors in aggregate for the years ended 31 December 2021
and 2022 were approximately RMB1,335,000 and RMB1,304,000,
respectively.

The remuneration (including salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to our
Group’s five highest paid individuals in aggregate for the years ended 31
December 2021 and 2022 were approximately RMB2,332,000 and
RMB2,303,000, respectively.
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For the year ended 31 December 2022, no emoluments were paid by our
Group to any director of the Company or any of the five highest paid
individuals as an inducement to join or upon joining our Group or as
compensation for loss of office. None of the directors has waived any
emoluments for the year ended 31 December 2022.

Details of the Directors’ emoluments and the emoluments of the five highest
paid individuals in the Group are set out in note 11 and note 12 of the
consolidated financial statements in this annual report.

Except as disclosed above, no other payments have been made or are
payable, for the year ended 31 December 2022 by our Group to or on
behalf of any of the Directors.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, none of the Directors nor the controlling Shareholders of
the Company or their respective associates (as defined in the Listing Rules)
had any interest in a business that competed or was likely compete with,
either directly or indirectly, the business of the Group.

PERMITTED INDEMNITY PROVISION

The Company maintained Directors’ liability insurance to protect them from
any loss to which the Directors of the Company might be liable arising from
their actual or alleged misconduct.

MANAGEMENT CONTRACTS

Other than the Directors’ service contracts and appointment letters, no
contract concerning the management and administration of the whole or
any substantial part of the business of the Group were entered into or in
existence as at the end of the year or at any time during 2022.
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LOAN OR GUARANTEE FOR LOAN
GRANTED TO THE DIRECTORS

During 2022, the Group had not made any loan or provided any guarantee
for any loan, directly or indirectly, to the Directors, senior management, its
ultimate controlling Shareholders or their respective connected persons.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN
SECURITIES

As at 31 December 2022, none of the Directors, the chief executive of the
Company or any of their associates had any interests or short positions 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”)) (the “Associated Corporations”), which (a)
were required to be notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including interests and
short positions which they are taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein; or (c) were required
to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SECURITIES

So far as is known to any Director or the chief executive, as at 31 December
2022, the following corporations/persons had interests or short positions in
the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company under section 336 of the SFO,
as being directly or indirectly interested or deemed to be interested in 5% or
more of the issued share capital of the Company:
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Interests and short positions in the Shares and
underlying Shares of the Company as at 31 December
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REZZZHF+ZA=1T—HBRARH

R RBEERDHERR AR

2022
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
PN
BERGR ERTRAE
Name 1 RERME HERGEAE SR A
Chen Weizhong® BRETHe Interest of a controlled 283,018,750 (L) 48.90%
corporation
X EE R
Beneficial interest 2,682,000 (L) 0.46%
BEatEn
Key Shine Global Holdings Key Shine Global Holdings Beneficial owner 283,018,750 (L) 48.90%
Limited® Limited® EREAA
Ms. Xing Liyu® MHELZLO Interest of spouse 285,700,750 (L) 49.37%
A B
Wuxing City Investment HK REE (BB BRAA Person having a security 229,424,000 (L) 39.64%
Company Limited® interest in shares
BERMERERNAL
Huzhou Wuxing Chengshi Touzi WMREH IR ERRER Person having a security 229,424,000 (L) 39.64%
Fazhan Jituan Youxian Gongsi® BRAR® interest in shares
BEROEREENAT
Huzhoushi Wuxingqu State-owned 51 1 R B [& B 5 & AR EE & Person having a security 229,424,000 (L) 39.64%
Assets Supervision and EERIER L interest in shares
Administration Services Centre® BEROEMAERZHAL
Hwabao Trust Company Limited EEETEREER Beneficial owner 72,625,000 (L) 12.55%
(as Hwabao Overseas Markets (f’E ﬁﬁi RSN i}zﬂx EREAA
Investment No. 2 QDII 2 fﬁ%ﬁu 32-8 QDI
Single Unit Trust Plan 32-8)¢! —EB&E5EaTE)e
Chongging Zhongxin Rongbang EEPHRBARER S Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BREH)O corporation
(Limited Partnership)® RYEEE S
Tibet Zhongxin Ruiyin AR E R E TR Interest of a controlled 72,625,000 (L) 12.55%
Investment Management BRAT® corporation
Co., Ltd.® XL E R
China Innovative Capital HETEAIE AR Interest of a controlled 72,625,000 (L) 12.55%
Management Limited® EEBRARO corporation
X EE R
Beijing Zhonghai Jiacheng ERFEEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® EEER ARG corporation
YA B
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HEHGHRE

Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
¥ NG|
BERGH ERITRAK
Name a8 EaiE HERGEE A SER A
Zhonghai Shengfeng (Beijing) RERE(JER)BAREE Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Co., Ltd.® ARARO corporation
R EE RS
Natural Seasoning International Natural Seasoning (i) Beneficial owner; (i) a 345,700,750 (L)® 59.73%°
(HK) Limited (formerly known as International (HK) Limited concert party to an
China Seasoning International (B8 China Seasoning agreement to buy shares
(HK) Limited)©! International (HK) described in s.317(1)(a);
Limited) © and (iii) person having a
security interest in shares”
EREBA  ()BS
317(1)(a) P AL EY B ARR
DHE—TN—BITBA
5 (i) R R B
BALD
Natural Seasoning International Natural Seasoning Interest of a controlled 345,700,750 (L)® 59.73%°
Limited (formerly known as International Limited corporation
China Seasoning International (B8 China Seasoning X EE R
Limited)® International Limited) ©
Lunar Capital Partners IV LP® Lunar Capital Partners IV LP®  Interest of a controlled 345,700,750 (L)® 59.73%°
corporation
R EE RS
Lunar Capital Partners IV GP, LP®  Lunar Capital Interest of a controlled 345,700,750 (L)® 59.73%°
Partners IV GP, LP® corporation
X ERER
LCM-IV General Partner Ltd.© LCM-IV General Partner Ltd.® Interest of a controlled 345,700,750 (L)® 59.73%®
corporation
X EE R
Mr. Mao Huixin® FEIGEY Person having a security 52,000,000 (L) 8.98%
interest in shares
BERNEREROAL
MERIDIAN HARVEST LIMITED® MERIDIAN HARVEST LIMITED®  Person having a security 52,000,000 (L) 8.98%
interest in shares
BERMHEMAEZNAL
SUPER SUN & MOON SUPER SUN & MOON Interest of a controlled 52,000,000 (L) 8.98%
CO., LIMITED"" CO., LIMITED"" corporation
REEERER
Osiris International Trustees Osiris International Trustees Interest of a controlled 52,000,000 (L) 8.98%

Limited(9

(L): represents long position

Limited®
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Notes:

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 31 December 2022.

The entire issued share capital of Key Shine Global Holdings Limited (“Key
Shine”) is legally and beneficially owned by Mr. Chen Weizhong. Chen
Weizhong is deemed to be interested in the shares held by Key Shine under
the SFO.

Ms. Xing Liyu is the spouse of Mr. Chen Weizhong. Under the SFO, Ms. Xing
Liyu is deemed to be interested in the same number of shares in which Mr.
Chen Weizhong is interested.

Key Shine charged 229,424,000 Shares to Wuxing City Investment HK
Company Limited. Wuxing City Investment HK Company Limited is wholly
owned by Huzhou Wuxing Chengshi Touzi Fazhan Jituan Youxian Gongsi (/#
MR E Y TR & RSB AR A A]) which is in turn wholly-owned by
Huzhoushi Wuxingqu State-owned Assets Supervision and Administration
Services Centre (#3111 = B (& B /5 & 7N B2 B B 1R AR 7 9 L)) Accordingly,
Huzhou Wuxing Chengshi Touzi Fazhan Jituan Youxian Gongsi (#1152 23 i1
% & % R & B A R 2 7)) and Huzhoushi Wuxingqu State-owned Assets
Supervision and Administration Services Centre (31| 2 f[& B 5 & AN E5 &
EEMRBH L) is deemed to be interested in the 229,424,000 Shares which
Wuxing City Investment HK Company Limited interested in.

These shares are held by Hwabao Trust Company Limited (as Hwabao
Overseas Markets Investment No. 2 QDII Single Unit Trust Plan 32-8) (& {5
FEREERB(IERETRINTHIRE 29 X532-8 QDI E—E & {57t
5T 20) (‘Hwabo Trust’), which is entrusted by Chongging Zhongxin Rongbang
Investment Center (Limited Partnership) (EE R # Rt L EFR L (BRAEE))
(“Chongqing Zhongxin (LLP)”), which is managed by Tibet Zhongxin Ruiyin
Investment Management Co., Ltd. (FEf& R $T & RIEEEEHFR A7) (‘Tibet
Zhongxin”).

Tibet Zhongxin is controlled by China Innovative Capital Management Limited
(F#FRLAIE AT I AR A A) (“China Innovative Capital’), as to 100%.
China Innovative Capital is controlled by Beijing Zhonghai Jiacheng Capital
Management Limited (1t R /85 E AEIEH R A 7)) (‘Beijing Zhonghai
Jiacheng”), as to 40.8%. Beijing Zhonghai Jiacheng is controlled by Zhonghai
Shengfeng (Beijing) Capital Management Co., Ltd. (F/8RZ (dtR)EAEIE
A PR A 7F]) (“Zhonghai Shengfeng”), as to 90.00%. By virtue of the SFO,
each of Zhonghai Shengfeng, Beijing Zhonghai Jiacheng, China Innovative
Capital, Tibet Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

Based on the disclosure of interests forms filed on 5 December 2019, Natural
Seasoning International (HK) Limited is a direct wholly-owned subsidiary of
Natural Seasoning International Limited, which is wholly-owned by Lunar
Capital Partners IV LP. Lunar Capital Partners IV LP is a partnership managed
by Lunar Capital Partners IV GP, LP (as sole general partner), which is
managed by LCM-IV General Partner Ltd. (as sole general partner). By virtue of
the SFO, each of LCM-IV General Partner Ltd., Lunar Capital Partners IV GP,
LP, Lunar Capital Partners IV LP and Natural Seasoning International Limited is
deemed to be interested in the shares held by Natural Seasoning International
(HK) Limited.
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Based on the three sets of disclosure of interest forms filed on 2 December
2019 and 5 December 2019 (the “Natural Seasoning DI Forms”), (i)
64,276,750 shares were held by Natural Seasoning International (HK) Limited
in the capacity as the beneficial owner; (i) 281,424,000 shares were held by
Natural Seasoning International (HK) Limited in the capacity as a concert party
to an agreement to buy shares described in s.317(1)(a); and (i) 95,723,250
shares were held by Natural Seasoning International (HK) Limited in the
capacity as person having a security interest in shares. The information
contained in the Natural Seasoning DI Forms may be subject to dispute. For
details of the dispute, please refer to the Company’s announcement dated 16
December 2019.

The information disclosed is based on the Natural Seasoning DI Forms. The
information contained in the Natural Seasoning DI Forms may be subject to
dispute. For details of the dispute, please refer to the Company’s
announcement dated 16 December 2019.

Key Shine charged 52,000,000 Shares in favour of Meridian Harvest Limited
and Mr. Mao Huixin.

These shares are held by MERIDIAN HARVEST LIMITED (“Meridian
Harvest”). Meridian Harvest is controlled by SUPER SUN & MOON CO.,
LIMITED (“Super Sun”) as to 100%. Super Sun is controlled by Osiris
International Trustees Limited (“Osiris”) as to 100%. By virtue of the SFO,
each of Super Sun and Osiris is deemed to be interested in the shares held by
Meridian Harvest.

Please note that the information stated above is based on the disclosure of
interest forms filed by the relevant parties and disclosed on the website of
the Stock Exchange, and the Company makes no representation as to the
accuracy, validity, correctness and completeness of the information stated
therein.

Save as disclosed above, as at 31 December 2022, the Company had not
been notified by any persons, other than Directors or chief executive, who
had interests or short positions in the Shares or underlying Shares which
would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.
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MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2022, the Group’s largest customer
accounted for 12.4% (2021: 11.6%) of the Group’s total revenue. The
Group’s five largest customers accounted for 27.8% (2021: 24.0%) of the
Group’s total revenue.

In the year ended 31 December 2022, the Group’s largest supplier
accounted for 10.13% (2021: 6.7%) of the Group’s total purchases. The
Group’s five largest suppliers accounted for 37.66% (2021: 25%) of the
Group’s total purchases.

To the knowledge of the Directors, none of the Directors or any of their
associates (as defined under the Listing Rules) or any Shareholders (which,
to the best knowledge of the Directors, owns more than 5% of the
Company'’s issued share capital) has any beneficial interest in the Group’s
five largest suppliers or the Group’s five largest customers during the
reporting period of 2022.

EMPLOYEES

As at 31 December 2022, the Group had 535 full-time employees, as
compared to 490 employees as at 31 December 2021. The Group enters
into employment contracts with its employees to cover matters such as
position, term of employment, wage, employee benefits, liabilities for
breaches and grounds for termination. Remuneration of the Group’s
employees includes basic salaries, allowances, bonus and other employee
benefits and are determined with reference to their experiences,
qualifications, competence and general market conditions.

The emoluments payable to the Directors will depend on their respective
contractual terms under their employment contracts or service agreements
as approved by the Remuneration Committee and Nomination Committee,
having regard to the Company’s operating results, individual performance
and comparable market statistics. No Director should determine his or her
own remuneration.

Details of the Directors’ emoluments and emoluments of the five highest
paid individual in the Group are set out in notes 11 and 12 to the
consolidated financial statements in this annual report.
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RETIREMENT BENEFITS SCHEME

The Company participates in the Mandatory Provident Fund Schemes
(“MPF Schemes”) registered under the Mandatory Provident Scheme Fund
Ordinance. The contributions represent contributions payable to the MPF
Schemes by the Company in accordance with government regulations.

The employees employed in the PRC subsidiaries are members of the
state-managed retirement benefits schemes operated by the PRC
government. The PRC subsidiaries are required to contribute to the
retirement benefits schemes based on a certain percentage of their payroll
to fund the benefits. The only obligation of the Group with respect to these
retirement benefits schemes is to make the required contributions under the
schemes.

Contributions paid or payable for these retirement benefits schemes for the
year of 2022 are approximately RMB5.6 million (2021: RMB4.0 million). No
forfeited contributions are available to reduce the contribution payable by
the Group in future years.

CONNECTED TRANSACTION AND
RELATED PARTY TRANSACTIONS

The Directors consider that the related party transactions disclosed in note
36 to the financial statements of this annual report did not fall or were fully
exempted under the definition of “connected transactions” or “continuing
connected transactions” (as the case may be) in Chapter 14A of the Listing
Rules, and hence are not required to comply with any of the reporting,
announcement or independent shareholders’ approval requirements under
the Listing Rules.

CORPORATE GOVERNANCE

The Company places high value on its corporate governance practices and
the Board firmly believes that a good corporate governance practices can
improve accountability and transparency for the benefit of the Shareholders
of the Company.

The Company has adopted the Governance Code as its own code to
govern its corporate governance procedures. The Board also reviews and
monitors the practices of the Company from time to time to maintain and
improve a high standard of corporate governance practices.

The Company has complied with the code provisions set out in the
Governance Code in the year ended 31 December 2022. Information on
the corporate governance practices adopted by the Company is set out in
the Corporate Governance Report on pages 32 to 54 of this annual report.
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INDEPENDENCE OF EXTERNAL AUDITOR

The Audit Committee is mandated to monitor the independence of the
external auditor to ensure true objectivity in the consolidated financial
statements. All services provided by the external auditor are required to be
approved by the Audit Committee. To ensure that the policy of restricting
the non-audit work done by the external auditor is strictly adopted by all
entities within the Group, appropriate policies and procedures have been
established for approval of engagement of the Group’s independent
external auditor, Grant Thornton Hong Kong Limited, to provide services to
the Group.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group pursues a “diversity” strategy, aiming to provide customers with
better quality, healthy and safe natural brewing condiments products on the
basis of win-win cooperation with suppliers and employees. During the year
ended 31 December 2022, the Group strictly complied with relevant laws
and regulations, continued to improve our internal management system,
and passed the OHSAS 18001 Occupational Health and Safety
Management System Certification to fully protect employees’ occupational
health and safety. By increasing investment in team building and employee
training, the Group provides employees with competitive remuneration
packages and social security. The Group also continuously improves
employee communication and transparent promotion mechanism to provide
employees with a fair working environment while enhancing employees a
sense of belonging.

The Group is well aware of the importance of partnership and customer
relationship maintenance in the development and is determined to become
the preferred brand for consumers. On one hand, the Group actively
establishes a long-term cooperative relationship based on the principle of
responsible procurement to ensure a stable supply of raw materials. On the
other hand, the Group has enriched products’ structure, launched more
high-quality products that meet customers’ needs, and cooperated with
powerful distributors to actively increase the market share of our “Lao Heng
He” brand, market influence and customer loyalty. The Group always pays
close attention to and actively responds to the feedback and suggestions
from suppliers and customers, during the year ended 31 December 2022,
there were no significant or major disputes with our suppliers and/or
customers.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE

The Group continually reviews its environmental, social and governance
(“ESG”) efforts, corporate governance and risk management practices with
the aim of creating and delivering sustainable value to all stakeholders. The
Group has been exploring more efficient opportunities to reduce the
consumption of resources in order to reduce its impact on the environment.

A separate ESG report is expected to be published on the respective
websites of the Stock Exchange and the Company.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company and
within the knowledge of the Board, as at the date of this report, the
Company has maintained the public float as required by the Listing Rules.

COMPLIANCE WITH LAWS AND
REGULATIONS

Save as disclosed in this report, during the year, so far as known to the
Directors, there was no non-compliance with any relevant laws and
regulations which would have a material impact on the Group.

MATERIAL EVENTS AFTER THE
REPORTING PERIOD

There are no material subsequent events undertaken by the Company or
the Group after 31 December 2022.

AUDITORS

The Company’s former auditors, Ernst & Young, resigned as the auditors of
the Company with effect from 26 April 2021. Grant Thornton Hong Kong
Limited was appointed as the new auditors of the Company with effect from
12 May 2021 to fill the casual vacancy following the resignation of Ernst &
Young. For further details, please refer to the announcements of the
Company dated 26 April 2021 and 12 May 2021. Save for the above, there
had been no other changes in the Company’s auditors in any of the
preceding three years.

At the annual general meeting of the Company held on 30 December 2022,
it was approved that Grant Thornton Hong Kong Limited was re-appointed
as the auditors of the Company for the year 2022, and the Board was
authorised to determine and approve their remunerations.

The consolidated financial statements of the Group for the year ended 31
December 2022 have been audited by Grant Thornton Hong Kong Limited.
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MEMORANDUM AND ARTICLES OF HBEREAARAA
ASSOCIATION

There was no change in the Company’s memorandum and articles of  ZN2 &)z 44 ZF2 A4 K A Bl A G T £ (] B o
association during the year.

On behalf of the Board REREFE

Chen Wei BR{E

Chairman EY

Hong Kong, 30 March 2023 BB —E_=F=A=+H
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INDEPENDENT AUDITOR’S REPORT
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° Grant Thornton
2 [=]

To the members of Honworld Group Limited
(incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Honworld Group
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) set out on pages 78 to 196, which comprise the consolidated
statement of financial position as at 31 December 2022, 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, except for the possible effect of the matter described in the
Basis for Qualified Opinion section of our report, the consolidated financial
statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2022, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board (“IASB”) and have
been properly prepared in compliance with the disclosure requirements of
Hong Kong Companies Ordinance.

BASIS FOR QUALIFIED OPINION

Our auditors’ report on the consolidated financial statements of the Group
for the financial year ended 31 December 2021 (the “Prior Year’s
Consolidated Financial Statements”), which form the basis for the
corresponding figures presented in the current year’s consolidated financial
statements, was modified as we were unable to obtain sufficient and
appropriate audit evidence to satisfy ourselves as to the accuracy on the
cost of sales charged for the year ended 31 December 2021, which have a
consequential effect on the Group’s results and cash flows for the year
ended 31 December 2021. Details of this matter that led to our qualified
opinion on the Prior Year’'s Consolidated Financial Statements are set out in
our auditor’s report dated 28 September 2022 contained in the annual
report of the Company for the year ended 31 December 2021. Because of
the possible effects of this matter on the comparability of the current year’s
figures and the corresponding figures, our opinion on the current year’'s
consolidated financial statements for the year ended 31 December 2022 is
therefore qualified.
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INDEPENDENT AUDITOR’S REPORT

BASIS FOR QUALIFIED OPINION (continued)

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

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 2.2 in the consolidated financial statements,
which describes the principal conditions that raise doubt about the Group’s
ability to continue as a going concern. These events or conditions 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matter described in the Basis
for Qualified Opinion section, we have determined the matters described
below to be the key audit matters to be communicated in our report.
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KEY AUDIT MATTERS (continued)

AREBTEEmw

Key Audit Matters
BEENEE

How our audit addressed the Key Audit Matters
BREASHEEETPRNAELH

Existence for inventories

FHEFE

We identified the existence for inventories as key audit matter
due to the significance of the balance to the consolidated
financial statements and the involvement of risks of material
misstatement.

The Group has a significant balance of inventories and needs
to maintain its inventories at an appropriate level to meet the
future market and production needs. As at 31 December
2022, the inventory balance of the Group was approximately
RMB646,740,000, representing approximately 57.6% of the
Group’s total assets. The majority of the inventories were the
work in progress which are base wine and base soy sauce
amounted approximately RMB617,627,000. The existence of
base wine and base soy sauce could not be easily
substantiated via physical observation since it was massive in
quantity and this needs involvement of laboratory examination
to validate its chemical contents.

The disclosures of inventory provision are included in note 19
to the consolidated financial statements.
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Our audit procedures in relation to the existence for inventories
included the following:

° discussed with management and understood the
Group’s internal controls over the inventories;

o observed the Group’s physical stock-counts at the end
of the current reporting period which covered the major
types of the Group’s inventories, and randomly selected
certain inventory samples (the “Inventory Samples”)
during the observation and assessed the laboratory
examination results of the chemical contents of the
Inventory Samples from an independent third-party
examination agency (the “Laboratory Examination
Results”) engaged by us; and

° assessed the results regarding the independence and
competence of industry experts from the examination
agency (the “Experts”), and with the assistance of the
Experts assessed the reasonableness of (i) the input-
output ratios of the Group’s base wine with different
alcohol levels and base soy sauce, which represented
the proportional relations that exist between input
volumes of raw materials and output volumes of base
wine and base soy sauce, and (ii) the Laboratory
Examination Results.
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KEY AUDIT MATTERS (continued)
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AREBTEEmw

Key Audit Matter
BEENEE

How our audit addressed the Key Audit Matter
BREASHEEETPRNAELH

Provision for inventories

FERE

We identified the inventory provision as key audit matter due to
the significance of the balance to the consolidated financial
statements and the involvement of subjective judgement and
management estimates in inventory provision at the end of the
reporting period.

The Group has a significant inventory balance and needs to
maintain the majority of its base wine at an appropriate level for
a period over one year to meet the future production needs.
We focused on this area because the determination of
inventory provisions involved significant estimation of the net
realisable values (the “NRV”) of the inventories which were
influenced by assumptions concerning future sales and usage
and judgements in determining the appropriate level of
inventory provisions against identified surplus or obsolete
items.

The significant accounting judgements and estimates and
disclosures of inventory provision are included in notes 4.2(c)
and 19 to the consolidated financial statements.
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Our audit procedures in relation to the inventory provision
included the following:

o obtained an understanding on the internal controls and
process over inventory provision and how management
estimates the provision for inventories;

o reviewed the ageing of the Group’s inventories;

o assessed the Group’s assumptions used in the inventory
provision calculation by reviewing the basis, the rationale
and the consistency of the inventory provision policy;
and

° on a sampling basis, reviewed the NRV of inventories
with reference to selling prices achieved and cost to sell
after the financial year end.
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the 2022 annual report of the
Company, but does not include the consolidated financial statements and
our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. Because of the possible
effects of the matter described in the Basis for Qualified Opinion section
above, we are unable to conclude whether or not the Other Information is
materially misstated with respect to this matter.

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

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

The directors assisted by the Audit Committee are responsible for
overseeing the Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

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

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

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

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

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

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

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

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

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

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

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

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

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

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

Grant Thornton Hong Kong Limited
Certified Public Accountants

11" Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong SAR

30 March 2023

Ng Ka Kong
Practising Certificate No.: PO6919
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

fk o 1R i B HL At i WAL i R

For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

2022
—=—=
Notes RMB’000
B 5T ARET
Revenue WA 6.1 271,600
Cost of sales SHE A (196,784)
Gross profit EF 74,816
Other income and gains H A Rz 6.2 20,701
Selling and distribution expenses THE R HR X (74,708)
Administrative expenses TR X (44,392)
Impairment losses, net VENIEN =R 7 (23,182)
Other expenses HAbkx 8 (235,663)
Finance costs BE A 10 (203,911)
Loss before income tax BRETERIATE B © (486,339)
Income tax expense S HiRx 13 -
Loss for the year FRER (486,339)
Loss per share attributable to ordinary AT EEREFZFEA
equity holders of the Company EiEESRER
Basic and diluted (RMB) ERREE (ARET) 15 (0.84)
Loss for the year FREE (486,339)
Items that will be reclassified HEREH»BEERMNER
subsequently to profit or loss
Exchange (loss)/gain on translation of HE B INE TS TS 3R Y
financial statements of B 5 (f518), s
foreign operations (3,930)
Total comprehensive loss for the year FRZ2HEBERE (490,269)
The notes on pages 85 to 196 are an integral part of these consolidated 5585 % 196 B [isf A%

financial statements.
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2021
T4
RMB’000
AREFT

252,671
(184,162)

68,509
6,778
(74,640)
61,273)
(12,553)
(109,714)
(135,556)

(318,449)

(318,449)

(0.55)

(318,449)

1,049

(317,400

A M mRA—



CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
SR SN

As at 31 December 2022 W —Z - —F+ A =+—H

2022 2021
—E-F —E_—4F
Notes RMB’000 RMB’000
B sE AR¥T T ARBT T
ASSETS AND LIABILITIES EERBE
Non-current assets RBEE
Property, plant and equipment ME - BB RERE 16 263,120 273,388
Right-of-use assets FERAEEE 17(a) 48,260 49,560
Other intangible assets Hib & E 18 1,122 1,432
Prepayments, other receivables and TERTFRIE « B W IA R
other assets Hi&EE 21 6,673 6,126
319,175 330,506
Current assets REBEE
Inventories R 19 646,740 653,611
Trade receivables FEUNE 5 I8 20 20,484 19,136
Prepayments, other receivables and TERTRIE - M EURGRIE K&
other assets HiEE 21 117,849 136,055
Amounts due from related companies FEUL RE B N B TR IE 22 8,740 22238
Pledged deposits [REEUES 23 283 1,205
Cash and cash equivalents Re kA EEY 23 9,806 31,015
803,902 863,260
Current liabilities REBAE
Trade payables FENE 5B 24 50,020 38,152
Other payables and accruals HubpE N IB R FEETIE B 25 411,704 421,445
Other liabilities Hih & & 30 50,000 33,000
Amounts due to related companies FELS REBSE A B FIAE 26 12,693 17,425
Amount due to ultimate holding company — FEfT R ARIZIR A 7] 5118 27 48,751 44,621
Interest-bearing other borrowings STEHEMER 28 2,209,031 1,694,722
Provision for loss on unauthorised RS EEREBIEEME
guarantees 29 17,500 17,500
Tax payable FE# AR IA 73,015 73,015
2,872,714 2,339,880
Net current liabilities mEBEFE (2,068,812) (1,476,620)
Total assets less current liabilities REERARBAEE (1,749,637) (1,146,114)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

f B A SIR D R

As at 31 December 2022 R=FT - —F+=-A=+—H
2022
—E- &
Notes RMB’000
B sE AR¥T T

Non-current liabilities FkRBEE
Interest-bearing other borrowings =T B E M AR 28 2,533
Other long term liabilities HmRHAE 30 55,993
58,526
Net liabilities EEFH (1,808,163)

EQUITY s

Share capital il 31 1,767
Reserves i 32 (1,809,930)
Total deficit B #4858 (1,808,163)

Chen Wei
BR1E

Director

EF

The notes on pages 85 to 196 are an integral part of these consolidated
financial statements.

80 Honworld Group Limited Annual Report 2022

Liu Jianbin
2328

Director

EF

2021
T4
RMB’000
AREFT

65,690
106,090

171,780

(1,317,894)

1,767
(1,319,661)

(1,317,894)
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

% ME 4 52 B %

For the year ended 31 December 2022 HE T - —F+ - A=+—HIFE

Attributable to owners of the Company

ARAEE NElG
Statutory ~ Exchange
Share Share Merger Capital surplus  fluctuation  Accumulated Total
capital premium reserve reserve reserve reserve losses deficit
ETE B,

BA  ROEE AMEE  AAREE  ERBRE  ORDEE  RHBE  BALE
RMB'00OO RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTT ARETRT ARETT ARBTT ARETT ARBTR ARETR

(note32)  (note32)  (note 32)
(Ws£32)  (Kis2)  (MsEs2)

At 1 January 2021 R-E-_—%—HF—H 1,767 817,201 (1,000)* 7,008 24,262* 23,025 (1,872,752)* (1,000,494
Loss for the year FREE = = = = = - (318449) (318,449
Other comprehensive income 4 R fib 2 B Uz
for the year:
Exchange difference on BE I ERETERE
translation of financial MER =8
statements of foreign
operations - - - - - 1,049 - 1,049
Total comprehensive FRZENE/ (FE)

income/(loss) for the year az - - - - 1,049 (318,449)  (317,400)

At 31 December 2021 RZE-—4F
+ZR=1+- 1,767 817,201* (1,000)* 7,003 24,262* 24,074 (2,191,201) (1,317,894)
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

f 35 B

For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

Attributable to owners of the Company

FRRERAES
Statutory  Exchange
Share Share Merger Capital surplus fluctuation Accumulated Total
capital  premium reserve reserve reserve reserve losses deficit
EE EX

BRE ROGE AREE EXHE  BHEE  KBHE RitER  FUAR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARBTT ARBTR ARETR ARBTRT ARETR ARBTR AR®TRT AR%TR

(note 32)  (note 32)  (note 32)
(M=£s2)  (KtaEs2)  (Mfats2)

At1 January 2022 W-Z-—£—A—R 1767 817.201* (1,000 7,003 24262 24074  (2,191,201)° (1,317,894)
Loss for the year FREE - - - - = = (486,339)  (486,339)
Other comprehensive income 4F RE i1 2 iz
for the year:
Exchange difference on BEBINEREBRE
translation of financial HERLESR
statements of foreign
operations (3,930) (3,930)

Total comprehensive loss  FRZEEBEE
for the year (3,930) (486,339)  (490,269)

At 31 December 2022 RZE-—F
+-B=+-8 1,767 817,201* (1,000 7003 24262 20,144  (2,677,540)* (1,808,163)

- As at 31 December 2022, these reserve accounts comprise the consolidated  * RIEBE-__F+-_A=1+—H  ZZHREEREES
reserves of a debit amount of RMB1,809,930,000 (2021: debit amount of EUBERARANGEAREEELETEARK
RMB1,319,661,000) in the consolidated statement of financial position. 1,809,930,000( —E - —F: fE2 & BARE

1,319,661,0007T) °

The notes on pages 85 to 196 are an integral part of these consolidated 2585 %= 196 BT A% S5 A B REN—I5 -
financial statements.
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CONSOLIDATED STATEMENT OF
CASH FLOWS

GOHEemER

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

Cash flows from operating activities
Loss before income tax
Adjustments for:
Depreciation of owned assets
Depreciation of right-of-use assets
Finance costs
Interest income
Amortisation of other intangible assets
Loss on disposals of items of property,
plant and equipment
(Reversal of impairment loss)/
Impairment loss on trade receivables
Impairment loss/(Reversal of impairment
loss) on prepayment and other

2022 2021
—E-F T —F
Notes RMB’000 RMB’000
B =E ARET T AREEFTT
RETHNRESRE
BRET{S AT E 1B (486,339) (318,449)
RTINS ERAE -
BEEENE 16 27,387 26,263
FREEENTE 17(a) 1,300 2,412
BhE A A 10 203,911 135,556
FEUA 6.2 (23) (20)
H A A A 18 310 306
HEYE - BEKREEE BE
16 504 2,345
FEUE B RE
CRERIERE), SR ERE 7 (209) 1,722
TE A FRIE R H A R MR IR
BEEE, (REEBIERER)

receivables 7 (194)
(Reversal of impairment loss)/ ek NI O
Impairment loss on amount due from CREEERER), TREEE
related companies 7 (2,497) 2,531
Written off of inventories FEMH 7 23,909 5,705
Impairment loss on right-of-use assets FREEEREER 7 - 2,789
Unrealised exchange difference AREBIRE N =58 4,130 -
(Reversal of provision)/Provision for FE (BERD),  BiEFE
inventories, net 19 (2,184) 802
Operating cash flows before working EELESEBHHILCERERE
capital changes (227,822) (138,232)
(Increase)/Decrease in inventories FEOgm), R (14,854) 24,808
Increase in trade receivables FEW & 5 5RIEHE AN (1,139) (444)
Decrease/(Increase) in prepayments, other TR FRIE + H h fE U FRIA 2 HoAth
receivables and other assets BERD,(Em) 14,958 (16,211)
Increase/(Decrease) in trade payables FERTE 5 FIE A, (R D) 11,868 (4,587)
(Decrease)/Increase in other payables H b fE 5018 R EGHIE R
and accruals O ) /4 (9,739) 46,567
Decrease in other long term liabilities Hib R BB &R (97) (124)
Cash used in operations KEFMARE (226,825) (88,223)
Interest received EUHFE PX] 20
Income tax paid B FTSE - (9,6006)
Net cash used in operating activities EETETFRE (226,802) (97,809)
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CONSOLIDATED STATEMENT OF

CASH FLOWS
HolemaR

For the year ended 31 December 2022 # &

TECCF+A=+—HIEFE

2022

—E- &

Notes RMB’000
B sE AR¥T T

Cash flows from investing activities

Purchase of property, plant and equipment

Additions to other intangible assets

Decrease/(Increase) in pledged deposits

(Increase)/Decrease in amounts due from
related companies

RETHNRERE
BEWE BB AR
NEEMELEE
BEAFTORD, (32 0)

JE LK B HSs 22 R 3R 3E (42 00) R 4>

(16,901)

922

(3,041)

(19,020)

Net cash used in investing activities 1R B BT FHR %

Cash flows from financing activities METENRESRE

Proceeds from interest-bearing other TR E M KETISIE
borrowings

Repayment of interest-bearing other EEFTREMER
borrowings

Repayment of other long term liabilities EEREMRIEE

Interest paid ERHE

Principal portion of lease payments

(Decrease)/Increase in amounts due to
related companies

Net advances to a director

HENRAREHS

FE 1 BB X R 3RIB OBl ), /4500

A—RERRHENBFFE

311,388

(31,500)
(33,000)
(12,723)

(888)

(4,732)
@

228,543

Net advances from/(to) ultimate holding KA, (7)) BRI D B HF AR
company

Net cash generated from BB FEELN FH 2
financing activities

Net (decrease)/increase in cash BHERBESZEYORD),
and cash equivalents BnFEE

Cash and cash equivalents at 1 January
Effect of foreign exchange rate changes

EA*H —BENES MRS EEY

BN E

(17,279)
31,015
(3,930)

Cash and cash equivalents
at 31 December

RT-A=t—BENRERES

ZEY

2021

RMB’000
ARBETT

(18,155)
(371)
(975)

7,082

(12,419)

1,878,652

(1,608,274)

(104,951)
(39,959)

6,457
(40)

(134)

131,751

21,5628
8,443
1,049

The notes on pages 85 to 196 are an integral part of these consolidated £ 85 = 196 Bfift Az Eira MG mExm —&H o o

financial statements.
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1.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands on 4
December 2012 as an exempted company with limited liability under
the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The Company’s registered office
address is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands.

The Company is an investment holding company. During the year,
the Company and its subsidiaries (collectively known as the “Group”)
were principally engaged in the manufacture and sale of condiment
products under the brand name of “Lao Heng He” in the People’s
Republic of China (the “PRC”).

In the opinion of the directors, the holding company and the ultimate
holding company of the Company is Key Shine Global Holdings
Limited (“Key Shine”), which was incorporated in the British Virgin
Islands (“BVI").

NEER
RARRARZE——F+-_ANBERERASE
EEPIE22FZLRENE) (—NAN—FE=R
AR & ERE RIEFT) ER SRS MK A
BEHRREAERAT - AAAl M EEIEA
Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman
Islands °

ARBR—HREERRQF - R AQF
REMBAR(GRE [ ARE]) TERFEA
REMBE([HED#HETZEM] ARG
HERHERT -

BEERR ARAERA R REEZERAR
REBRZES((RBREZES ) MK
7 KJ Key Shine Global Holdings Limited ([ Key
Shine]) °
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

86

CORPORATE INFORMATION (continued)

1.

As at 31 December 2022 and 2021, the Company had direct and
indirect interests in its subsidiaries, all of which are private limited
liability companies (or, if registered outside Hong Kong, have
substantially similar characteristics to a private company incorporated
in Hong Kong). The particulars of principal subsidiaries are set out

NCIE- €210

R_BE_—ER"ZT_—F+-A=+—H8"
ARARREMB AR R B Z N EEER -
ZEWMB AR RILEFR AR (RN EE
BEANER  MERREERMAZZIER
AENHER) - AT EMERARFIBFEIIN

I

below: T
Place of
incorporation/ Nominal value of
establishment and issued/registered Percentage of equity
Name place of operations share capital attributable to the Company Principal activities
AR R 3t 2 BE1T/
A% REEBH ZMRAEE AXEEGEZAIL  FEXH
Direct Indirect
B Gk
Lao Heng He Group Limited Hong Kong  Hong Kong Dollar (HK$)1 100 - Investment holding
ZENEEERAA BB 188l REZR
Huzhou Chenshi Tianniang Industrial Co., ~ PRC/Mainland China HK$14,250,000 - 100 Wholesale of condiment
Limited* (“Huzhou Chenshi")* products
HMNREREEXERAA HE /B R, 14,250,000/ 7T AR B
(DHMBRES])
Huzhou Chengde Trading Co., Limited* PRC/Mainland China Renminbi (‘RMB”) - 100 Wholesale of condiment
1,200,000,000 products
BMKEESER A HE/HEN, ARE(ARY]) AR B
1,200,000,000 7T
Zhejiang Changxing Sanhetang PRC/Mainland China RMB500,000,000 = 100 Wholesale of condiment
Trading Co., Limited* products
HIRE=RZZ5ERAR hE/HERS  AR%500,000,0007T AR H
Zhejiang Changxing Hengze Trading PRC/Mainland China RMB150,000,000 — 100 Wholesale of condiment
Co., Limited* products
HIREEZEHERAA hE/hEAE AR 150,000,000 7T EElNi
Huzhou Laohenghe Brewery Co., Limited ~ PRC/Mainland China RMB11,000,000 - 100 Manufacture and sale of
(“Huzhou Laohenghe")* condiment products
MM EBREEER A M/ HEN, AR 11,000,0007 EERHEARm
([EMEER])
Huzhou Laohenghe Wine Co., Limited* PRC/Mainland China RMB38,000,000 - 100 Manufacture and sale of
condiment products
AMEBRNEEERAR e/ B, AR 38,000,000 70 HERHE R
Note: BE
- The English translation of the names of the companies established in - RABEKY AR ZEHECHZEHRE

the PRC is for reference only. The official names of these companies

are in Chinese.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

2.1 Basis of preparation

2. TESHHERBE

21 mEHEE

These annual consolidated financial statements have been
prepared in accordance with International Financial Reporting
Standards (“IFRSs”) which collective term includes all
applicable individual IFRSs, International Accounting Standards
(“lASs”) and Interpretations issued by the International
Accounting Standards Board (“IASB”) and the disclosure
requirements of the Hong Kong Companies Ordinance.

The consolidated financial statements also comply with the
applicable disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”).

The significant accounting policies that have been used in the
preparation of these consolidated financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated. The
adoption of new or amended IFRSs and the impacts on the
Group’s consolidated financial statements, if any, are disclosed
in note 3.

The consolidated financial statements have been prepared on
the historical cost basis.

The measurement bases are fully described in the accounting
policies below.

HZEFEGEEVBERRIIRBEBER S
A ZEg (BRI EANZEES ) H
oz BIBR B 75 i 5 2 Al ([ Bl PR A B SR ok
R |- B2 A0 A E R B R B 7%
SEA - BREEN((AREE
Al RBRENGE) REE ARG
BERERERAE

RAEMBRRTEREBHARZMA
RABIEZ LA (T EWRAD) HE
FRBFERE

BEZEG AV BBRRNRANIES
AIBERN T Xt - BRIERBRA - B
AZEBRE N2 AEFE B/
FER o SRMFNR] SRS RT BRI 5 s
ER R EHAREBRA B RROTE
(208) PRI RE S EE -

fRAE MIERR TIIRE S KA ELEREL -

RSN TR BE 2L -
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For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT

88

ACCOU NTI NG POLIC I ES (Continued)

2.2 Going concern assumption

In preparing the consolidated financial statements, the directors
of the Company have given consideration to the future liquidity
of the Group in light of its net cash used in operating activities
of approximately RMB226,802,000 (2021: RMB97,809,000)
and net loss of approximately RMB486,339,000 (2021:
RMB318,449,000) incurred for the year ended 31 December
2022 and, as of that date, the Group had net current liabilities
of approximately RMB2,068,812,000 (2021:
RMB1,476,620,000), capital deficiency of approximately
RMB1,808,163,000 (2021: RMB1,317,894,000) and
accumulated losses of approximately RMB2,677,540,000
(2021: RMB2,191,201,000), respectively.

As at 31 December 2022, the Group’s total borrowings
comprising interest-bearing other borrowings amounting to
approximately RMB2,211,564,000 (2021: RMB1,760,412,000),
of which current borrowings amounted to approximately
RMB2,209,031,000 (2021: RMB1,694,722,000) and
approximately RMB1,671,025,000 (2021: RMB983,393,000) in
principal amount were overdue as disclosed in note 28 to the
consolidated financial statements, while its cash and cash
equivalents amounted to approximately RMB9,806,000 (2021
RMB31,015,000).

Despite of these circumstances, the consolidated financial
statements have been prepared on a going concern basis on
the assumption that the Group is able to operate as a going
concern for the foreseeable future. In the opinion of the
directors of the Company, the Group can meet its financial
obligations as and when they fall due within the next year from
the end of the reporting period, after taking into consideration
of the measures and arrangements that the Group has
implemented or is in the process of implementing as detailed
below:

° The chargor, Wuxing City Investment HK Company
Limited* (“Wuxing HK”), has undertaken to provide
continuing financial support to the Group for a period of
twelve months from the date of approval of the
consolidated financial statements by the directors in
order to maintain the Group as a going concern;
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2. FEEHHEME@

2.2 BHEBEKERK

TERBLIRE M FHRER - ERAEER
BE—_Z-_—_F+-A=+—HILFEE
KEFZHFAAFREENAARE
226,802,000 (== —F: AR
97,809,0007T ) R BIEFENARK
486,339,000 TL( =T = —F : AR¥
318,449,0007T) * MBIE#ZAB * "&H
ZREBBEEFEHNARARE
2,068,812,000 L(ZFT=—F : ARM
1,476,620,0007T) « EAREAN HAR

#1,808,163,000 7T (=& = —

#1,317,894,0007T) X Rt EHEN A A
R#2 677,540,000 (=& = —
R#2191,201,0007T) ' X AR EEFE

BERAEERRZRHES °

RZEZZF+=ZA=+—H &~&H
MERBREEET EHMEROARKE
2,211,564,000L(ZE=—F : AR¥
1,760,412,0007T) * EFEIEAfE KA B
AR #2209,031,000 L ( —F = —4 :
AR #1,694,722,0007C ) R4 A B
1,671,025,000L(ZE=—F : ARK
983,393,0007T ) E M & AN & E 8 5
(4R A BTSSR R M FE28 T ER ) + T
EReRBSEEMRNAARE
9,806000L( Z T = —F: AR

31,015,0007T) °

BELRBABR  EREMBRERD
BRBELLELERE  ETRRAKHE
RESN AT RS R B R
AEERR  KEBTXAHAEE
ERNIEAEEMZIEIE R L A&
AR A RERRETRFAMB AT

R ENZEEE:

«  ARARBER(EE) ARAR
(REES)) O FENHEFH]
e B TR
ARARD - RS EIR G A
X8 AR BB



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 # &

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Going concern assumption (Continued)

The Group is in negotiation with financial institutions for
the renewals of the Group’s short term borrowings upon
expiry, new borrowings and applying for future credit
facilities. Up to the date of approval of these consolidated
financial statements, the Group’s major lenders, J# M=
ERE KRR EEBE AR ARF (formerly known as 8
MR BRI AR EBRAT]) (“BEAH ), N
MEREER AR (HERBME") and Huzhou Wuxing
Chengshi Tousi Fazhan Jituan Youxian Gongsi j#/1 5 &2
Bk EEREEEBR AT (8 MR EE ) have
shown the positive support on the Group by not requiring
the Group to repay the loan of RMB1,683,214,000,
RMB234,524,000 and RMB170,601,000 (2021:
RMB1,358,534,000, RMB207,918,000 and
RMB138,736,000) respectively and has undertaken to
provide new financing facilities of approximately
RMB150,000,000 (2021: RMB300,000,000) for a period
of twelve months from the date of approval of these
consolidated financial statements. Therefore, the
directors of the Company are confident that the entire
borrowings can be renewed upon expiration and future
credit facilities can be applied based on the Group’s past
experience and credit history; and

The directors have evaluated all the relevant facts
available to them and made a business plan to improve
its liquidity by (i) monitoring the production activities in
order to fulfill the forecast production volume and meet
sales forecast, (ii) taking measures to tighten cost
controls over various production costs and expenses,
and (i) any feasible financial arrangement.

—E-—H+-_A=+—HItEE

2. FEEHHEME@

22 ¥

Y .
BRE R E)

7N &2 B35 1F BB 7 M A Tk R A AR
SEZEHEERHREAEEE
B BHENEEREBRAREE
ME - BERSHAVBREE
oz H  RNEBEZERAM
MREREAHEZIEEEEFR
AR (AIFEHMNEERE HER
‘“EBRAA) ([EAM]) -5
MR E R EERA R ([HER
AE ) MO R EN TSR
E@MARAR (MR EH )
NERARNEBEHERNGTE
BwEAZBET—EAHES 5
EEBE R ARE1683,214,000
7T« AR #234,524,000 T & A
R #170,601,0007T (=& = —
& : AR % 1,358,534,000 T *
AR #207,918,0007T & A R
138,736,000 7T) A ¥ K &£ B & R
TR 3 - W B ARG IR RE
B2 49 A R # 150,000,000 7T (=
== — 4 : AR ¥ 300,000,000
TL) c At RBASEEZBE
KB MIEARE AAREEE
F BEEEURIIGRERR
AEARREERE : &

EXEHEMENGHEBER
I ) 7E A 5T BIE B IA T 75 Bk
ERBES : (\BEREEFHN
BTRANESERESHERA
(i) RERIE hE UL B2 S TR AE EE A %
P S 2 AT ¢ R (i) (EART AT 4T
ZEAFE Lk o
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For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT

90

ACCOU NTI NG POLIC I ES (Continued)

2.2 Going concern assumption (Continued)

The directors of the Company have reviewed the Group’s cash
flows forecast, prepared by management which covers a
period of twelve months from the end of the reporting period.
They are of the opinion that, taking into account the above-
mentioned plans and measures, the Group will have sufficient
cash resources to satisfy its working capital and other financial
obligations for the next twelve months from the end of the
reporting period after having taken into account of the Group’s
projected cash flows, current financial resources and capital
expenditure requirements with respect to the production
facilities and development of its business. Accordingly, the
directors are of the opinion that it is appropriate to prepare the
consolidated financial statements of the Group for the year
ended 31 December 2022 on a going concern basis.

Notwithstanding the above, significant uncertainties exist as to
whether the management of the Company will be able to
achieve its plans and measures as described above. Whether
the Group will be able to continue as a going concern would
depend upon the Group’s ability to generate adequate
financing and operating cash flows in the near future and obtain
the continuous financial support from its chargor and major
lenders.

Should the going concern assumption be inappropriate,
adjustments may have to be made to write down the carrying
values of assets to their recoverable amounts, to provide for
any further liabilities that might arise, and to reclassify non-
current assets and non-current liabilities as current assets and
current liabilities, respectively. The effects of these adjustments
have not been reflected in the consolidated financial
statements.

Pursuant to a share mortgage deed dated 2 April 2019, Key
Shine charged 229,424,000 shares of the Company to Wuxing
HK, which is wholly owned by j#JHR S3k . F A and j#18%
Bi& were also the subsidiaries of ¥/ R B 7 (note 36(0)).
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AAREECDEMNEEERENAER
MRS RIA - ERREAREHRE
+ToEAEE - FERE - L£EE Ll
srEIRIENEE - Wt RASEERTERIR
T BRI BERARBREER
MREKERZEAATTE A5H
15 E R & B IREN B RS HRE
SRR ZEAZEEES REME
Bl EERARBELCLEEE
BEAEBEHE-_T-_—_F+=A
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.3 Basis of consolidation

2. FEEHHREMEmw

23 GLEHE

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2022. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the
ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

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

(@)  the contractual arrangement with the other vote holders
of the investeeg;

(b)  rights arising from other contractual arrangements; and
(c)  the Group’s voting rights and potential voting rights.

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 on which the Group obtains control and continue
to be consolidated until the date that such control ceases.

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

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

SEVBHRREFEAEERE—_T _—
Ft-A=T—HILFENTHHREK -
MBARRARREEKEFEEGNE
B(EREBUEER) - EAKEARX
FHE2EARBHREBABNAIZD
% AeedmHREHRNEN(BIM
TAREEBRBE N R EREHRERE
RERBEFHER) B F O WA - B
HRIS A4 o

AR R EEKERRES PNIRELR
RZBRZIIACEN R - QIS
BRFHEERL R HREERNES
BeZR—HEFERER 8

(@) HEERBEHSNHEMEREEFEA
B AR

b) EHMAHWLBMELNETR &
© AEBNKREEIBERSEE -

B8 22 B BR AR R A X =] A Rl ¥R 5 HA RS
BREFBERAREMBERE - B
Al B MAEERSEGIE 2 B Rg
BAR WHEEGE AREZZEHIL
IEZBABIE ©

Bam M Ef 2R 2 & EAKE D 5
BRAEEZ ARRHE A RIEERE
& AMELL RS G HIHT RSB B
fEER - TEBRASEESKERRIER
SZZMBEEANARIBEERAE - #
7 WA X RRERESREEA
ARES 2 B

HBEEERERBER Ll =B HI R =
RAE AR EHREE  AEESE
A ERDHREH R AIEFIE -
I BRI IR B AR 2 PR B s
HEERERIHAK -
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

92

2.3

2.4

Basis of consolidation (Continued)

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 (i) 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 (i) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

Foreign currency translation

The consolidated financial statements are presented in RMB,
which is also the functional currency of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. At the reporting
date, monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at
that date. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the reporting date
retranslation of monetary assets and liabilities are recognised in
profit or loss.

Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign
currency are not retranslated (i.e. only translated using the
exchange rates at the transaction date). When a fair value gain
or loss on a non-monetary item is recognised in profit or loss,
any exchange component of that gain or loss is also
recognised in profit or loss. When a fair value gain or loss on a
non-monetary item is recognised in other comprehensive
income, any exchange component of that gain or loss is also
recognised in other comprehensive income.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.4 Foreign currency translation (Continued)

2. FEEHHEME@

2.4 INEIBRE (@)

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a
currency different from the Group’s presentation currency,
have been converted into RMB. Assets and liabilities have been
translated into RMB at the closing rates at the reporting date.
Income and expenses have been converted into the RMB at
the exchange rates ruling at the transaction dates, or at the
average rates over the reporting period provided that the
exchange rates do not fluctuate significantly. Any differences
arising from this procedure have been recognised in other
comprehensive income and accumulated separately in the
translation reserve in equity.

Goodwill and fair value adjustments arising on the acquisition of
a foreign operation on or after 1 January 2005 have been
treated as assets and liabilities of the foreign operation and
translated into Hong Kong dollars at the closing rates. Goodwill
arising on the acquisitions of foreign operations before 1
January 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On the disposal of a foreign operation (i.e., a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or loss of significant influence over an associate that
includes a foreign operation), all of the accumulated exchange
differences in respect of that operation attributable to the
Group are reclassified to profit or loss. Any exchange
differences that have previously been attributed to non-
controlling interests are derecognised, but they are not
reclassified to profit or loss.

In the case of a partial disposal (i.e., no loss of control) of a
subsidiary that includes a foreign operation, the proportionate
share of accumulated exchange differences are re-attributed to
non-controlling interests and are not recognised in profit or
loss. For all other partial disposals (i.e., of associates not
involving a change of accounting basis), the proportionate
share of the accumulated exchange differences is reclassified
to profit or loss.
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2. SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (Continued)
2.5 Property, plant and equipment and

depreciation

Property, plant and equipment (other than construction in
progress as described below) are initially recognised at
acquisition cost or manufacturing cost, including any cost
directly attributable to bringing the assets to the location and
condition necessary for them to be capable of operating in the
manner intended by the Group’s management, including costs
of testing whether the related assets are functioning properly.
They are subsequently stated at cost less accumulated
depreciation and accumulated impairment losses, if any.

Properties in the course of construction for production, supply
or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use.

Depreciation is recognised so as to write off the cost of assets,
other than construction in progress, less their residual values
over their estimated useful lives, using the straight-line method,
as follows:

Buildings 5%
Machinery and equipment 5% to 20%
Furniture and fixtures 20% to 33'/5%
Motor vehicles 20%
Leasehold improvements Over the lease terms

Accounting policy for depreciation of right-of-use assets is set
out in note 2.18.

Estimates of residual value and useful life are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is determined as

the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.5

2.6

Property, plant and equipment and
depreciation (Continued)

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

Construction in progress represents property, plant and
equipment under construction, which are stated at cost less
any impairment losses, and are not depreciated. Cost
comprises the direct costs of construction 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) and
research and development activities

Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost. After
initial recognition, intangible assets with finite useful lives are
carried at cost less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on straight-line basis
over their estimated useful lives. Amortisation commences
when the intangible assets are available for use. The following
useful lives are applied:
Computer software 5 years
Intangible assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment losses.

The assets’ amortisation methods and useful lives are
reviewed, and adjusted if appropriate, at the end of each
reporting date.

Intangible assets, with finite and indefinite useful lives, are
tested for impairment as described below in note 2.18.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2. FESTHERME @
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2.6 Intangible assets (other than goodwill) and

research and development activities (Continued)
Research and development costs

Costs associated with research activities are expensed in profit
or loss as they incur. Costs that are directly attributable to
development activities are recognised as intangible assets
provided they meet the following recognition requirements:

(i) demonstration of technical feasibility of the prospective
product for internal use or sale;

(i) there is intention to complete the intangible asset and
use or sell it;

(i) ~ the Group’s ability to use or sell the intangible asset is
demonstrated;

(iv)  the intangible asset will generate probable economic
benefits through internal use or sale;

(v)  sufficient technical, financial and other resources are
available for completion; and

(vi)  the expenditure attributable to the intangible asset can
be reliably measured.

Direct costs include employee costs incurred on development
activities along with an appropriate portion of relevant
overheads. The costs of development of internally generated
software, products or knowhow that meet the above
recognition criteria are recognised as intangible assets. They
are subject to the same subsequent measurement method as
acquired intangible assets.

All other development costs are expensed as incurred.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.7 Financial instruments

2. FEEHHEME@

27 €RTIA

Recognition and derecognition

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

Financial assets are derecognised when the contractual rights
to the cash flows from the financial asset expire, or when the
financial asset and substantially all of its risks and rewards are
transferred. A financial liability is derecognised when it is
extinguished, discharged, cancelled or expires.

Financial assets
Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a
significant financing component and are measured at the
transaction price in accordance with IFRS 15, all financial
assets are initially measured at fair value, in case of a financial
asset not at fair value through profit or loss (“FVTPL”), plus
transaction costs that are directly attributable to the acquisition
of the financial asset. Transaction costs of financial assets
carried at FVTPL are expensed in the consolidated statement
of profit or loss and other comprehensive income.

Financial assets, other than those designated and effective as
hedging instruments, are classified into the following
categories:

—  amortised cost; or
—  FVTPL
The classification is determined by both:

—  the entity’s business model for managing the financial
asset; and

— the contractual cash flow characteristics of the financial
asset.

All income and expenses relating to financial assets that are
recognised in profit or loss are presented within “other income
and gains” or “finance costs”, except for expected credit losses
(“ECLs”) of financial assets which is presented within
“impairment loss”.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.7 Financial instruments (Continued)

2. FEEHHEME@

27 ERMIAum@m

98

Subsequent measurement of financial assets TREENEEZE
Debt investments EERE

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets
meet the following conditions (and are not designated as
FVTPL):

—  they are held within a business model whose objective is
to hold the financial assets and collect its contractual
cash flows; and

—  the contractual terms of the financial assets give rise to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost
using the effective interest method. Interest income from these
financial assets is included in “other income and gains” in profit
or loss. Discounting is omitted where the effect of discounting
is immaterial. The Group’s bank balances and cash, pledged
deposits, trade and other receivables and amounts due from
related companies fall into this category of financial
instruments.

Financial assets at FV/TPL

Financial assets that are held within a different business model
other than “hold to collect” or “hold to collect and sell’ are
categorised at FVTPL. Further, irrespective of business model,
financial assets whose contractual cash flows are not solely
payments of principal and interest are accounted for at FVTPL.

Equity investments

An investment in equity securities is classified as FVTPL unless
the equity investment is not held for trading purposes and on
initial recognition of the investment, the Group elects to
designate the investment at FVOCI (non-recycling) such that
subsequent changes in fair value are recognised in other
comprehensive income and accumulated in “fair value reserve
— non-recycling” in equity. Such elections are made on an
instrument-by-instrument basis, but only be made if the
investment meets the definition of equity from the issuer’s
perspective.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.7 Financial instruments (Continued)

2. FEEHHEME@

27 ERMIAum@m

Subsequent measurement of financial assets
(Continued)

Equity investments (Continued)

The equity instruments at FVOCI are not subject to impairment
assessment. The cumulative gain or loss in “fair value reserve
— non-recycling” will not be reclassified to profit or loss upon
disposal of the equity investments, and will be transferred to
retained earnings.

Dividends from these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.
Dividends are included in the “other income and gains” in profit
or loss.

Financial liabilities
Classification and measurement of financial liabilities

The Group’s financial liabilities include trade and other
payables, amounts due to related companies, amount due to
ultimate holding company, other liabilities, interest-bearing
other borrowings (included lease liabilities), other long term
liabilities and provision for loss on unauthorised guarantees.

Financial liabilities (other than lease liabilities) are initially
measured at fair value, and, where applicable, adjusted for
transaction costs unless the Group designated a financial
liability at FVTPL.

Subsequently, financial liabilities (other than lease liabilities) are
measured at amortised cost using the effective interest method
except for derivatives and financial liabilities designated at
FVTPL, which are carried subsequently at fair value with gains
or losses recognised in profit or loss (other than derivative
financial instruments that are designated and effective as
hedging instruments).

All interest-related charges and, if applicable, changes in an
instrument’s fair value that are reported in profit or loss are

included within “finance costs” or “other income and gains”.

Accounting policies of lease liabilities are set out in note 2.13.
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2. SUMMARY OF SIGNIFICANT

100

ACCOU NTI NG POLIC I ES (Continued)

2.7 Financial instruments (Continued)

Financial liabilities (Continued)
Trade and other payables

Trade and other payables are recognised initially at their fair
value and subsequently measured at amortised cost, using the
effective interest method.

Interest-bearing other borrowings (other than lease liabilities)

Interest-bearing other borrowings (other than lease liabilities)
are recognised initially at fair value, net of transaction costs
incurred. Interest-bearing other borrowings (other than lease
liabilities) are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs) and
the redemption value is recognised in profit or loss over the
period of the borrowings using the effective interest method.

Interest-bearing other borrowings (other than lease liabilities)
are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least
twelve months after the reporting date.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously. The
legally enforceable right must not be contingent on future
events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy
of the company or the counterparty.
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2. SUMMARY OF SIGNIFICANT 2. FESHEREBEw
ACCOUNTING POLICIES (Continued)

2.8 Impairment of financial assets 28 SRIEERE
IFRS 9’s impairment requirements use forward-looking B0 % B 765 3R 25 2 BI| 55 O 5% B R (B 3R T8 B
information to recognise ECL — the “ECL model”. Instruments BREMEN B EREREEEE—A
within the scope included loans and other debt-type financial HzEEEER | - BRZEENTE
assets measured at amortised cost and trade receivables. BIEER - REEK AT E 2 HMER

NEMEEAREREZHKIEA -

The Group considers a broader range of information when NEBEIHEERR ETETEHEE
assessing credit risk and measuring ECL, including past Eﬁ%ﬁﬁq%)ﬁﬁfﬂﬁ’]éﬂ BIEBESE
events, current conditions, reasonable and supportable - BRI FETARKBERE
forecasts that affect the expected collectability of the future TEER R B AR B S 2 B ERFEE -

cash flows of the instrument.

In applying this forward-looking approach, a distinction is made RIEFRZATE R AR - BE 5818

between: ERRR :

— financial instruments that have not deteriorated — BYISHAURCEEEEZAREE
significantly in credit quality since initial recognition or ErEERBRREMNEHMTA
that have low credit risk (“Stage 1”) and (F% —BEER]) &

— financial instruments that have deteriorated significantly = B ¥ 2R LA j{1§jﬁg§z@%$§
in credit quality since initial recognition and whose credit {tEEERBRTNENEM T A
risk is not low (“Stage 2”). (f%-ﬂ%ﬁﬁj)

“Stage 3” would cover financial assets that have objective [F=RER] BRrERmERHAERE

evidence of impairment at the reporting date. HEBBRNESREE ©

“12-month ECL" are recognised for the Stage 1 category while 2B ABHEERSE] RE—BER

“lifetime ECL” are recognised for the Stage 2 category. EEW M EHHBEHEEEE] REZ

P& ER O TERR ©

Measurement of the ECL is determined by a probability- FEHEEEENGTENS B TATET

weighted estimate of credit losses over the expected life of the BHNIRE BB R IEGEE -

financial instrument.
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ACCOU NTI NG POLIC I ES (Continued)

2.8 Impairment of financial assets (Continued)

Trade receivables

For trade receivables, the Group applies a simplified approach
in calculating ECL and recognises a loss allowance based on
lifetime ECL at each reporting date. These are the expected
shortfalls in contractual cash flows, considering the potential for
default at any point during the life of the financial assets. In
calculating the ECL, the Group has established a provision
matrix that is based on its historical credit loss experience and
external indicators, adjusted for forward-looking factors specific
to the debtors and the economic environment.

To measure the ECL, trade receivables have been grouped
based on shared credit risk characteristics and the days past
due.

Other financial assets measured at amortised cost

The Group measures the loss allowance for other receivables
equal to 12-month 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
increase in the likelihood or risk of default occurring since initial
recognition.

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a
default occurring on the financial assets at the reporting date
with the risk of default occurring on the financial assets 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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.8 Impairment of financial assets (Continued)

2. FEEHHEME@
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Other financial assets measured at amortised cost
(Continued)

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

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

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

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

— an actual or expected significant deterioration in the
operating results of the debtor.

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.

Despite the aforegoing, the Group assumes that the credit risk
on a debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low
credit risk at the end of each reporting period. A debt
instrument is determined to have low credit risk if it has a low
risk of default, the borrower has strong capacity to meet its
contractual cash flow obligations in the near term and adverse
changes in economic and business conditions in the longer
term may, but will not necessarily, reduce the ability of the
borrower to fulfill its contractual cash flow obligations.
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2. SUMMARY OF SIGNIFICANT
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104

2.8

2.9

Impairment of financial assets (Continued)

Other financial assets measured at amortised cost
(Continued)

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 (without
taking into account any collateral held by the Group).

Detailed analysis of the ECL assessment of trade receivables
and other financial assets measured at amortised cost are set
out in note 39.2.

Financial guarantee contracts

For a financial guarantee contract, the Group is required to
make payments only in the event of a default by the debtor in
accordance with the terms of the instrument that is guaranteed.
Accordingly, the ECL is the present value of the expected
payments to the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from the holder, the
debtor or any other party.

Inventories

Inventories are carried at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the
ordinary course of business less the estimated cost of
completion and applicable selling expenses. For condiment
products, cost is determined using the weighted average basis,
and in the case of work in progress and finished goods,
comprise direct materials, direct labour and an appropriate
proportion of overheads. It excludes borrowing costs.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of write-
down of inventories is recognised as a reduction in the amount
of inventories recognised as an expense in the period in which
the reversal occurs.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.10Cash and cash equivalents

2. FEEHHEME@

210 e RBESEEY

Cash and cash equivalents include cash at bank and in hand,
demand deposits with banks and short term highly liquid
investments with original maturities of three months or less that
are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value. For the
purpose of the consolidated statement of cash flows
presentation, cash and cash equivalents include bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.

2.11 Contract liabilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue
(see note 2.16). A contract liability would also be recognised if the
Group has an unconditional right to receive consideration before
the Group recognises the related revenue. In such cases, a
corresponding receivable would also be recognised (see note 2.7).

2.12Financial guarantees issued

A financial guarantee contract is a contract that requires the
issuer (or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the terms of a
debt instrument.

Where the Group issues a financial guarantee, the fair value of
the guarantee is initially recognised as deferred income within
“trade and other payables”. The fair value of financial
guarantees is determined based on the present value of the
difference in cash flows between the contractual payments
required under the debt instruments and the payments that
would be required without the guarantee, or the estimated
amount that would be payable to a third party for assessing the
obligations. Where consideration is received or receivable for
the issuance of the guarantee, the consideration is recognised
in accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is received or
receivable, an immediate expense is recognised in profit or loss
on initial recognition of any deferred income.

Subsequently, financial guarantees are measured at the higher
of the amount determined in accordance with ECL under IFRS
9 as set out in note 2.8 and the amount initially recognised
less, where appropriate, the cumulative amount of income
recognised over the guarantee period.
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2. SUMMARY OF SIGNIFICANT

106

ACCOU NTI NG POLIC I ES (Continued)

2.13Leases

Definition of a lease and the Group as a lessee

At inception of a contract, the Group considers whether a
contract is, or contains a lease. A lease is defined as ‘a
contract, or part of a contract, that conveys the right to use an
identified asset (the underlying asset) for a period of time in
exchange for consideration’. To apply this definition, the Group
assesses whether the contract meets three key evaluations
which are whether:

— the contract contains an identified asset, which is either
explicitly identified in the contract or implicitly specified
by being identified at the time the asset is made available
to the Group;

—  the Group has the right to obtain substantially all of the
economic benefits from use of the identified asset
throughout the period of use, considering its rights within
the defined scope of the contract; and

—  the Group has the right to direct the use of the identified
asset throughout the period of use. The Group assess
whether it has the right to direct ‘how and for what
purpose’ the asset is used throughout the period of use.

For contracts 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 and
non-lease component on the basis of their relative stand-alone
prices.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.13Leases (Continued)

2. FEEHHEME@
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Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-
of-use asset and a lease liability on the consolidated statement
of financial position. The right-of-use asset is measured at cost,
which is made up of the initial measurement of the lease
liability, any initial direct costs incurred by the Group, an
estimate of any costs to dismantle and remove the underlying
asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any lease
incentives received).

The Group depreciates the right-of-use assets on a straight-
line basis from the lease commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of
the lease term unless the Group is reasonably certain to obtain
ownership at the end of the lease term. The Group also
assesses the right-of-use asset for impairment when such
indicator exists.

At the commencement date, the Group measures the lease
liability at the present value of the lease payments unpaid at
that date, discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, the Group’s
incremental borrowing rate.

Lease payments included in the measurement of the lease
liability are made up of fixed payments (including in-substance
fixed payments) less any lease incentives receivable, variable
payments based on an index or rate, and amounts expected to
be payable under a residual value guarantee. The lease
payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payment
of penalties for terminating a lease, if the lease term reflects the
Group exercising the option to terminate.
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2. SUMMARY OF SIGNIFICANT
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ACCOU NTI NG POLIC I ES (Continued)

2.13Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee (Continued)

Subsequent to initial measurement, the liability will be reduced
for lease payments made and increased for interest cost on the
lease liability. It is remeasured to reflect any reassessment or
lease modification, or if there are changes in in-substance fixed
payments. The variable lease payments that do not depend on
an index or a rate are recognised as expense in the period on
which the event or condition that triggers the payment occurs.

The Group remeasures lease liabilities whenever:

—  there are changes in lease term or 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.

—  the lease payments changes due to changes in market
rental rates following a market rent review, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the initial
discount rate.

For 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 modification. The only exception is any rent
concessions which arose as a direct consequence of the
COVID-19 pandemic and which satisfied the conditions set out
in paragraph 46B of IFRS 16 “Leases”.

In such cases, the Group took advantage of the practical
expedient set out in paragraph 46A of IFRS 16 and recognised
the change in consideration as if it were not a lease
modification.

When the lease is remeasured, the corresponding adjustment

is reflected in the right-of-use asset, or profit and loss if the
right-of-use asset is already reduced to zero.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2. FEEHHEME@

2.13Leases (Continued) 2.13#HE @)
Definition of a lease and the Group as a lessee HE A EEEREAEA
(Continued) (%)

Measurement and recognition of leases as a lessee (Continued)

The Group has elected to account for short-term leases using
the practical expedients. Instead of recognising a right-of-use
asset and lease liability, the payments in relation to these leases
are recognised as an expense in profit or loss on a straight-line
basis over the lease term. Short-term leases are leases with a
lease term of 12 month or less.

Right-of-use assets are presented as a separate line on the
consolidated statement of financial position.

Refundable rental deposits paid are accounted for under IFRS
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.

Prepaid lease payments

Prepaid lease payments (which meet the definition of right-of-
use assets) represent the upfront payment for long-term land
lease in which the payment can be reliably measured. It is
stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated on
a straight line basis over the term of the lease/right-of-use
except where an alternative basis is more representative of the
time pattern of benefits to be derived by the Group from use of
the land.

Sales and leaseback transactions
The Group as a seller-lessee

For a transfer that does not satisfy requirements as a sale in
accordance with IFRS 15, the transaction are in substance a
financing arrangement under IFRS 9. Therefore, the Group as a
seller-lessee accounts for the proceeds received as “other
borrowings — secured” within the scope of IFRS 9.
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2. SUMMARY OF SIGNIFICANT
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ACCOU NTI NG POLIC I ES (Continued)

2.14 Provisions, contingent liabilities and contingent

assets

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

All provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate.

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

Contingent liabilities assumed in a business combination which
are present obligations at the date of acquisition are initially
recognised at fair value, provided the fair value can be reliably
measured. After the initial recognition at fair value, such
contingent liabilities are recognised at the higher of the amount
initially recognised, less accumulated amortisation where
appropriate, and the amount that would be recognised in a
comparable provision as described above. Contingent liabilities
assumed in a business combination that cannot be reliably fair
valued or were not present obligations at the date of acquisition
are disclosed as per above.

Probable inflows of economic benefits to the Group that do not
yet meet the recognition criteria of an asset are considered as
contingent assets.

2.15Share capital

Ordinary shares are classified as equity. Share capital is
determined using the normal value of shares that have been
issued. Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.16 Revenue recognition

2. FEEHHEME@
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Revenue arises mainly from the sales of condiment products.

To determine whether to recognise revenue, the Group follows
a 5-step process:

1. |dentifying the contract with a customer
2. Identifying the performance obligations
3. Determining the transaction price

4. Allocating the transaction price to the performance
obligations

5. Recognising revenue when/as performance obligation(s)
are satisfied

In all cases, the total transaction price for a contract is allocated
amongst the various performance obligations based on their
relative stand-alone selling prices. The transaction price for a
contract excludes any amounts collected on behalf of third
parties.

Revenue is recognised either at a point in time or over time,
when (or as) the Group satisfies performance obligations by
transferring the promised goods or services to its customers.

Where the contract contains a financing component which
provides a significant financing benefit to the customer for more
than 12 months, revenue is measured at the present value of
the amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction with the
customer, and interest income is accrued separately under the
effective interest method. Where the contract contains a
financing component which provides a significant financing
benefit to the Group, revenue recognised under that contract
includes the interest expense accreted on the contract liability
under the effective interest method.
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2022 HE T - —F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.16 Revenue recognition (Continued)

112

Further details of the Group’s revenue and other income
recognition policies are as follows:

Sale of goods

Revenue from the sale of goods is recognised at the point in
time when control of the asset is transferred to the customer,
generally on delivery of the products.

Some contracts for the sale of products provide customers
with rights of return and volume rebates. The rights of return
and volume rebates give rise to variable consideration.

@

(b)

Rights of return

For contracts which provide a customer with a right to
return the goods within a specified period, the expected
value method is used to estimate the goods that will not
be returned because this method best predicts the
amount of variable consideration to which the Group will
be entitled. The requirements in IFRS 15 on constraining
estimates of variable consideration are applied in order to
determine the amount of variable consideration that can
be included in the transaction price. For goods that are
expected to be returned, instead of revenue, a refund
liability is recognised. A right-of-return asset (and the
corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a
customer.

Volume rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased
during the period exceeds a threshold specified in the
contract. Rebates are offset against amounts payable by
the customer. To estimate the variable consideration for
the expected future rebates, the most likely amount
method is used for contracts with a single-volume
threshold and the expected value method for contracts
with more than one volume threshold. The selected
method that best predicts the amount of variable
consideration is primarily driven by the number of volume
thresholds contained in the contract. The requirements
on constraining estimates of variable consideration are
applied and a refund liability for the expected future
rebates is recognised.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE T - —F+ - A=+—HIFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.16 Revenue recognition (Continued)
Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.

2.17 Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.
Government grants are deferred and recognised in profit or
loss over the period necessary to match them with the costs
that the grants are intended to compensate.

Government grants relating to income is presented in gross
under “other income and gains” in the consolidated statement
of profit or loss and other comprehensive income.

2.18Impairment of non-financial assets

The following assets are subject to impairment testing:
— Other intangible assets;

— Property, plant and equipment;

— Right-of-use assets; and

— Interests in subsidiaries in the Company’s statement of
financial position

Other intangible assets with indefinite useful life or those not yet
available for use are tested for impairment at least annually,
irrespective of whether there is any indication that they are
impaired. All other assets are tested for impairment whenever
there are indications that the asset’s carrying amount may not
be recoverable.
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FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT

114

ACCOU NTI NG POLIC I ES (Continued)

2.18 Impairment of non-financial assets (Continued)

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of
fair value, reflecting market conditions less costs of disposal,
and value in use. 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 assessment of
time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from those
from other assets, the recoverable amount is determined for
the smallest group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result, some
assets are tested individually for impairment and some are
tested at cash-generating unit level.

Impairment losses recognised for cash-generating units, to
which goodwill has been allocated, are credited initially to the
carrying amount of goodwill. Any remaining impairment loss is
charged pro rata to the other assets in the cash generating unit
(“CGU”), except that the carrying value of an asset will not be
reduced below its individual fair value less cost of disposal, or
value in use, if determinable.

2.19 Employee benefits

Pension obligations

The Group has various defined contribution plans in
accordance with the local conditions and practices in the
municipalities and provinces in which they operate. Defined
contribution plans are pension and/or other social benefit plans
under which the Group pay fixed contributions into a separate
entity (a fund) and will have no legal or constructive obligations
to pay further contributions if the fund does not hold sufficient
assets to pay all employees benefits relating to employee
service in the current and prior periods. The contributions are
recognised as labour costs when they are due. Under the
defined contribution schemes, forfeited contributions could not
be used to reduce the existing level of contributions.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.19 Employee benefits (Continued)

2. FEEHHEME@

219 EEER @)

Bonus entitlements

The expected cost of bonus payments is recognised as a
liability when the Group has a present contractual or
constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made. Liabilities for bonus are expected to be settled within
twelve months and are measured at the amounts expected to
be paid when they are settled.

2.20Borrowing costs

Borrowing costs incurred, net of any investment income earned
on the temporary investment of the specific borrowings, for the
acquisition, construction or production of any qualifying asset
are capitalised during the period of time that is required to
complete and prepare the asset for its intended use. A
qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended use or
sale. Other borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of a
qualifying asset when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities that
are necessary to prepare the asset for its intended use or sale
are being undertaken. Capitalisation of borrowing costs ceases
when substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are complete.

2.21 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to the
current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax rates
and tax laws applicable to the fiscal periods to which they
relate, based on the taxable profit for the year. All changes to
current tax assets or liabilities are recognised as a component
of tax expense in profit or loss.
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2. SUMMARY OF SIGNIFICANT

116

ACCOU NTI NG POLIC I ES (Continued)

2.21 Accounting for income taxes (Continued)

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable nor
accounting profit or loss.

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

Deferred tax is calculated, without discounting, at tax rates that
are expected to apply in the period the liability is settled or the
asset realised, provided they are enacted or substantively
enacted at the reporting date.

Changes in deferred tax assets or liabilities are recognised in
profit or loss, or in other comprehensive income or directly in
equity if they relate to items that are charged or credited to
other comprehensive income or directly in equity.

When different tax rates apply to different levels of taxable
income, deferred tax assets and liabilities are measured using
the average tax rates that are expected to apply to the taxable
income of the periods in which the temporary differences are
expected to reverse.

Honworld Group Limited Annual Report 2022

2. FEEHHEME@

2.21 FRISHMNETEE 38

EIEHIET el A 2 R A Bt
BRROBEERL & EREZ NN
Ho—BERT -
B2 38 2 2 M0 B A B

&%ﬁuﬁ{i
Ff FEsR T
BEAFTHER - MEAIHNHE

B Tmm?mﬁﬁﬁ&ﬁﬁﬁﬁﬁm

ﬁﬁﬁ?iZLLmﬁ§F

zﬁE%MmﬁK@%ﬁﬁE%Ra
ﬁ%%%@%%ﬁ%%%ﬂﬂﬁ%ﬁ
R ARBANIARE MRE ARIAR

RZIERT + A FUARER

HEEBLAR R 5T B RER(EH
BUHBINNEBEER B BEENETRME
BEIREEY
AN E R REREENIAEER A

ERVITHERRNKE
18

& o

pili

ﬁﬁW%”ﬁ&%é@T%é%%%%
i% FHERARRECH ARG
5 7N 5 (8] RJ LA 122 ) 92 (o] Y B | 22 RR O B
MR EEA e P& A &R

%EU Ql\ °

IRIETIE (IR ) R
F“ﬁ%ﬁﬁ%k%m+#%

ﬁﬂﬁ%ﬁ%ﬂﬁﬁifgiaﬁﬁ°

LREQFYQEQEE%%W$
R HEEERE M EE R R AR EE
RIESTFIRKETARIEE AR
Hib 2 WasfER - BN ERiER

B8 DR RTURAIK & B A E 1 X
B RIENIARER B ETRAREE
PRI T8 H3 985 [0 s 22 RR ) HA P 0 B AR A

AR TP E -

%a%&ﬁ



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE T - —F+ - A=+—HIFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.21 Accounting for income taxes (Continued)

2. FEEHHEME@

2.21 FRISHMNETEE 38

The determination of the average tax rates requires an
estimation of (i) when the existing temporary differences will
reverse and (i) the amount of future taxable profit in those
years. The estimate of future taxable profit includes:

— income or loss excluding reversals of temporary
differences; and

—  reversals of existing temporary differences.

Current tax assets and current tax liabilities are presented in
net if, and only if,

(@)  the Group has the legally enforceable right to set off the
recognised amounts; and

(o) intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@)  the entity has a legally enforceable right to set off current
tax assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(ii) different taxable entities which intend either to
settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2022 HE T - —F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESHEREBEw

ACCOUNTING POLICIES (Continued)
2.22 Related parties

For the purposes of these consolidated financial statements, 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 if 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 and if 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);

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

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

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

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

(vi)  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

(viii)  the entity, or any member of a group of which it is
a part, provides key management personnel
services to the Group or to the parent of the
Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE T - —F+ - A=+—HIFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.22 Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

2.23 Right-of-return assets

A right-of-return asset is recognised for the right to recover the
goods expected to be returned by customers. The asset is
measured at the former carrying amount of the goods to be
returned, less any expected costs to recover the goods and
any potential decreases in the value of the returned goods. The
Group updates the measurement of the asset for any revisions
to the expected level of returns and any additional decreases in
the value of the returned goods.

2.24 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the executive directors for their
decisions about resources allocation to the Group’s business
components.

2.25Refund liabilities

A refund liability is recognised for the obligation to refund some
or all of the consideration received (or receivable) from a
customer and is measured at the amount the Group ultimately
expects it will have to return to the customer. The Group
updates its estimates of refund liabilities (and the corresponding
change in the transaction price) at the end of each reporting
period.
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3. ADOPTION OF NEW AND AMENDED

120

IFRSs

Amended IFRSs that are effective for annual
periods beginning on 1 January 2022

In the current year, the Group has applied for the first time the
following amended IFRSs, which are relevant to the Group’s
operations and effective for the Group’s consolidated financial
statements for the annual period beginning on 1 January 2022:

Amendment to IFRS 16

Amendments to IFRS 3

Amendments to IAS 16

Amendments to IAS 37

Amendments to IFRSs

Covid-19-Related Rent Concessions
beyond 30 June 2021

Reference to the Conceptual
Framework

Property, Plant and Equipment
— Proceeds before Intended Use

Onerous Contracts — Cost of
Fulfiling a Contract

Annual Improvements to
IFRS Standards 2018-2020

The adoption of the amended IFRSs had no material impact on how
the results and financial position for the current and prior periods
have been prepared and presented.
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NOTES TO THE CONSOLIDATED
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% 0 U 5 A B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

3. ADOPTION OF NEW AND AMENDED

IFRSs (Continued)
Issued but not yet effective IFRSs

At the date of authorisation of these consolidated financial

statements, certain new and amended IFRSs have been published

but are not yet effective, and have not been adopted early by the

Group.

IFRS 17 Insurance Contracts and related
amendments'

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

Lease Liability in a Sale and
LLeaseback?

Classification of Liabilities as Current
or Non-current and related
amendments to International
Interpretation 52

Non-current Liabilities with
Covenants?

Disclosure of Accounting Policies’

Amendments to IFRS 10
and IAS 28

Amendments to IFRS 16

Amendments to IAS 1

Amendments to IAS 1

Amendments to IAS 1 and
IFRS Practice Statement 2

Amendments to IAS 8 Definition of Accounting Estimates!

Amendments to IAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction’

! Effective for annual periods beginning on or after 1 January 2023
2 Effective for annual periods beginning on or after 1 January 2024

8 Effective date not yet determined

The directors anticipate that all of the pronouncements will be
adopted in the Group’s accounting policy for the first period
beginning on or after the effective date of the pronouncement.
Information on new and amended IFRSs that are expected to have
impact on the Group’s accounting policies is provided below. Other
new and amended IFRSs are not expected to have a material impact
on the Group’s consolidated financial statements.
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ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IFRS 16 “Lease Liability in a Sale and
Leaseback”

The amendments specify that, in subsequent measurement of the
lease liability arising from a sale and leaseback transaction (where the
transaction qualifies as a sale under IFRS 15), a seller-lessee
determines “lease payments” and “revised lease payments” in a way
that does not result in the recognition of a gain or loss that relates to
the right of use it retains. It would reduce the lease liability as if the
“lease payments” estimated at the date of transaction had been paid.
Any difference between those lease payments and the amounts
actually paid is recognised in profit or loss. The amendments do not
prescribe a particular method of subsequent measurement. The
seller-lessee will need to develop and apply an accounting policy that
results in relevant and reliable information in accordance with IAS 8.

The illustrative examples to IFRS 16 have also been amended.
Example 24 now illustrates a sale and leaseback transaction with
fixed payments and above-market terms. A new Example 25
illustrates a sale and leaseback transaction with variable lease
payments that do not depend on an index or rate. The illustrative
examples also clarify that the liability, that arise from a sale and
leaseback transaction that qualifies as a sale applying IFRS 15, is a
lease liability.

Amendments to IFRS 16 are effective for annual reporting period
beginning on or after 1 January 2024 and are applied by seller-lessee
retrospectively to sale and leaseback transactions entered into after
the date of initial application (i.e. from the beginning of annual
reporting period in which the entity first applied IFRS 16). Earlier
application is permitted. The directors of the Group expect that the
amendments have no material impact on the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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3. ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 1 “Classification of Liabilities as
Current or Non-current” and related amendments to
International Interpretation 5 and Amendments to IAS
1 “Non-current Liabilities with Covenants” (“2022
Amendments”)

The amendments provide further guidance to clarify how to classify
debt and other liabilities as current or non-current which are
summarised as follows:

° It clarifies that a liability is non-current if an entity has a right
(instead of unconditional right as stated before the
amendments) to defer settlement of the liability for at least
twelve months from the end of the reporting period. This right
has to be existed at the end of the reporting period, regardless
of whether the lender tests for compliance at the date or at a
later date;

° Any expectations about events after the reporting period do
not impact the assessment made at the end of the reporting
period as to the classification of the liability; and

° “Settlements” are newly defined as a transfer to the
counterparty that results in the extinguishment of the liability.
The transfer could be of cash, other economic resources (e.g.
goods or services), or entity’s own equity instruments. Thus, if
the counterparty conversion option is classified as liability under
IAS 32 “Financial Instruments: Presentation”, the transfer of
equity instruments by exercising the conversion option
constitute settlement of liability for the purpose of current or
non-current classification of liabilities. One exception to the
definition is that if the counterparty conversion option is
classified as equity in accordance with IAS 32, the transfer of
equity instruments by exercising the conversion option does
not constitute settlement of liability and would be disregarded
when determining whether the liability is current or non-current.

2022 Amendments issued in 2022 clarified that only covenants of a
liability arising from a loan arrangement, which an entity must comply
with on or before the reporting date (even if the covenant is only
assessed after the reporting date) affect the classification of that
liability as current or non-current. Those covenants to be complied
with after the reporting date do not affect the classification of loan
arrangements as current or non-current at the reporting date.
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FINANCIAL STATEMENTS
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3. ADOPTION OF NEW AND AMENDED 3. RMEH TR KIETEIBREE

IFRSS (continued) R 4 2= Bl ()
Issued but not yet effective IFRSs (Continued) S EME S RERNE PR TSRS
=8 ()
Amendments to IAS 1 “Classification of Liabilities as EIRE 7t 2ERIZE 1 3% (1557 A) [EE S
Current or Non-current” and related amendments to BERRBHUFRE R !/zﬁ%zn?f BE5T
International Interpretation 5 and Amendments to IAS FEBFIEAT AU R BIRF 2 at 2RI 5195 ( /”z
1 “Non-current Liabilities with Covenants” (“2022 AT A) [ K f?:gﬁ'jﬂﬁ#/‘ﬁﬁﬁ &l (==
Amendments”) (Continued) ZZFEFT AR ) (48)
Besides, the 2022 Amendments required an entity to provide o BEERZHEENRESBERIFERD
additional disclosure when a liability arising from a loan agreement is REBTERGEENENIURNR T AR
classified as non-current and the entity’s right to defer settlement is \ﬂfﬁ;}(;@%’] MEBTER  —F__FEIAX
contingent on compliance with future covenants within twelve MEERBIEHBIMNIE - Fﬁ?ﬁf}i\ﬁﬂﬁﬁfﬂﬁ
months. The information provided should enable users of financial BHREANEREEN THABIRRE RN
statements to understand the risk that the liability could become TEAREENRE - 835

repayable within twelve months of the reporting period, including:

o the carrying amount of the related liabilities; J EFREERNREEE
e information about the covenants (including the nature of the s FRARONEAM(BERONMERE
covenants and when the entity is required to comply with ERAETRERN) Rk
them); and
e facts and circumstances, if any, that indicate that an entity may s RINEBURHNETRONFERS
have difficulty complying with covenants. Such facts and mNE) FREERBEANABEE
circumstances could also include the fact that the entity would BRI HIRA ﬁ?é A RIEE B ILE
not have complied with the covenants based on its TREZNNEE
circumstances at the end of the reporting period.
The 2022 Amendments also deferred the effective date of the 2020 R _FEFANTKE T _TFETLH
Amendments to the annual reporting periods beginning on or after 1 EYAMEEE_T-_NF—A—HRZR
January 2024, in which both amendments are to be applied as a Fhc FEHME - ZMIBE R AR % R A
package and apply retrospectively. Earlier application is permitted. tER—EREBER  WYAEHER - A5
FREA -
The directors of the Group expect that the amendments have no AEHEER Hﬂ ZEBRT ALY RS M BR
material impact on the consolidated financial statements. RIBERTE
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FINANCIAL STATEMENTS

% 0 U 5 A B
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3. ADOPTION OF NEW AND AMENDED

IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 1 and IFRS Practice Statement 2
“Disclosure of Accounting Policies”

The amendments to IAS 1 require entities to disclose material
accounting policy information instead of significant accounting
policies in its financial statements. The amendments also provide
some guidance on how material policy information are being identified
and provide some examples of when accounting policy information is
likely to be material.

IFRS Practice Statement 2 was subsequently revised to provide
guidance and examples on how to apply the concept of materiality to
accounting policy disclosures.

The amendments to IAS 1 are effective for annual reporting period
beginning on or after 1 January 2023 and are applied prospectively.
Earlier application is permitted. Except for the disclosures of
accounting policies in note 2 to consolidated financial statements
may need to be revised to cope with the above changes, the
directors of the Group expect that the amendments have no other
material impact on the consolidated financial statements.
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ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 8 “Definition of Accounting
Estimates”

The amendments clarify how entities should distinguish changes in
accounting policies from changes in accounting estimates by
introducing a definition for accounting estimates, which is now
defined as “monetary amounts in the financial statements that are
subject to measurement uncertainty”.

Besides, the amendments also clarify the relationship between
accounting policies and accounting estimates by specifying that an
entity develops an accounting estimate to achieve the objective set
out by an accounting policy. Accounting estimates typically involve
the use of judgements or assumptions based on latest available
reliable information. A change in accounting estimate that results from
new information or new development is not correction of an error.
Therefore, the effects of a change in an input or a measurement
technique used to develop an accounting estimate are changes in
accounting estimates if they do not result from the correction of prior
period errors. In addition, two illustrative examples are added to
illustrate how to apply the new definition of accounting estimates.

The amendments are effective for annual reporting period beginning
on or after 1 January 2023 and are applied prospectively. Earlier
application is permitted. The directors of the Group expect that the
amendments have no material impact on the consolidated financial
statements.
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ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 12 “Deferred Tax related to Assets
and Liabilities arising from a Single Transaction”

The amendments clarify that the initial recognition exemption of
deferred tax in IAS 12 “Income Taxes” does not apply to transactions
that give rise to equal taxable and deductible temporary differences,
such as lease contracts that give rise to the recognition of a lease
liability and the corresponding right-of-use assets and contracts that
give rise to the recognition of decommissioning obligations and
corresponding amounts recognised as assets. Instead, entities are
required to recognise the related deferred tax asset and liability on
initial recognition, with the recognition of any deferred tax asset being
subject to the recoverability criteria in IAS 12 “Income Taxes”.

The amendments are effective for annual reporting period beginning
on or after 1 January 2023. Earlier application is permitted. The
directors of the Group expect that the amendments have no material
impact on the consolidated financial statements.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated 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.
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128

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

4.1 Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the consolidated financial

statements:

(a) Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon the successful outcomes of the Group’s
plans and measures to strengthen its capital base and
liquidity. Details are explained in note 2.2 to the

consolidated financial statements.

(b) Tax provision

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions. The
Group carefully evaluates the tax implications of
transactions and tax provisions are made accordingly.
The tax treatment of such transactions is assessed
periodically to take into account all the changes in tax

legislation and practices.

The tax legislation in relation to the over-provision of tax
charges in respect of prior years due to the accounting
errors on the financial performance of the Group incurred
in prior years as set out in note 2.1 of our auditor’s report
dated 28 September 2022 contained in the annual report
of the Company for the year ended 31 December 2020
is unclear. The Group is in the process of engaging a
Certified Tax Agents to issue tax related assurance report
and applying for a private ruling to confirm the tax
legislation’s interpretation. Hence, the tax payable is
overdue and the Group considers it probable that a
surcharge for overdue tax payment to be payable and
has calculated on this basis. If the ruling is favourable,
this would decrease the Group’s tax payable, value
added tax payable and the provision of surcharge for
overdue tax payment. The carrying amounts of the value
added tax payable and the provision of surcharge for

overdue tax payment are set out in note 25.
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NOTES TO THE CONSOLIDATED
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4. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

4.2 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.

(@)

Useful lives and residual values of property,
plant and equipment

In determining the useful life and residual value of an item
of property, plant and equipment, the Group has to
consider various factors, such as technical or commercial
obsolescence arising from changes or improvements in
production, or from a change in the market demand for
the product or service output of the asset, expected
usage of the asset, expected physical wear and tear, the
repair and maintenance of the asset, and legal or similar
limits on the use of the asset. The estimation of the
useful life of the asset is based on the experience of the
Group with similar assets that are used in a similar way.
Additional depreciation is made if the estimated useful
lives and/or the residual values of items of property, plant
and equipment are different from the previous estimation.
Useful lives and residual values are reviewed at each
financial year end date based on changes in
circumstances. The carrying amounts of the property,
plant and equipment are disclosed in note 16 to the
consolidated financial statements.
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4. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

130

4.2 Estimation uncertainty (Continued)

(b)

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

The Group assesses whether there are any indicators of
impairment for property, plant and equipment and right-
of-use assets at the end of each reporting period.
Property, plant and equipment and right-of-use assets
are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset or
a CGU exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and its value
in use. The calculation of the fair value less costs of
disposal is based on the valuation report from an
independent qualified professional valuer (the “Valuer”)
determining appropriate valuation techniques and key
inputs for fair value measurements of the Group’s
property, plant and equipment and right-of-use assets.
When value in use calculations are undertaken,
management make assumptions about future revenue,
gross profit, operating expense and capital expenditure.
These assumptions relate to future events and
circumstances and the actual results may vary.
Determining the appropriate discount rate involves
estimating the appropriate adjustment for market. The
carrying amount of the property, plant and equipment
and right-of-use assets are set out in notes 16 and 17 to
the consolidated financial statements, respectively.
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4. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

4.2 Estimation uncertainty (Continued)

()

(d)

Write-down of inventories to net realisable
value

Write-down of inventories to net realisable value is made
for those identified obsolete and slow-moving inventories
and inventories with a carrying amount higher than net
realisable value. The assessment of the provision
required involves management’s judgement and
estimates on which are influenced by assumptions
concerning future sales and usage and judgements in
determining the appropriate level of inventory provisions
against identified surplus or obsolete items. Whilst the
Group considers the valuation of inventories are the best
judgement and estimates, the ongoing COVID-19
pandemic have resulted in greater market volatility and
may affect the Group’s businesses, which have led to
higher degree of uncertainties in respect of the valuation.
Where the actual outcome or expectation in future is
different from the original estimate, such differences will
have impact on the carrying amounts of inventories and
the write-down/write-back of inventories in the period in
which such estimate has been changed. The carrying
amount of the inventories and the provision on
inventories are set out in note 19.

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries

The Group estimates the amount of ECLs of trade
receivables, other receivables and amount due from
related companies based on the valuations performed by
the Valuer. The Group uses a provision matrix to
calculate ECLs for trade receivables and individual
assessment for other receivables and amounts due from
related companies and subsidiaries.

(c)

(d

—E-—H+-_A=+—HItEE

4. ETEHE R @

4.2 LT FREERZE @)

WA EE TS RFE

NG B S B B A R R S A
FEREAESRAIZEFEN
FEMRE ] #IRFE - FFEAT
ERESREERENHE NG
BT MEBARAKRREERFERBR
HERERAREEEARE &R B
T R =X 3R B G B) 3 E 17 B R R
R H BT B Z S B
e BEAKSEREGFEEMED
B fE #I B & flk 51 - ECOVID-19
RERHRBEERTHEHRE AR
B WA EREBNER
BHEETEEMNRZEILMN - 8
BENERERKTBHREG NS
TNEE ARE=EFgHFE
K BR EEER 2 - WA ET
SHHBEAELTESM
BME - FERMERTE#
HEERHIEE19 ©

Bk E S A - B RS
TH ]2 14 55 B 2 B % B I 43
AN IBFAR IS ERTIR

AEBERBEEMETHHER
FTREUCE 5 508 - H e Y 5R0R
K EW B A R SRR FEHEE
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4. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

132

4.2 Estimation uncertainty (Continued)

(d)

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries
(Continued)

The provision rates are based on days past due for
groupings of various customer segments that have
similar loss patterns (i.e., by geography, product type
and customer type). The provision matrix is initially based
on the Group’s historical observed default rates. The
Group will calibrate the matrix to adjust the historical
credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross
domestic product) are expected to deteriorate over the
next year which can lead to an increased number of
defaults in the manufacturing sector, the historical default
rates are adjusted. At each reporting date, the historical
observed default rates are updated and changes in the
forward-looking estimates are analysed.

The individual assessment is by reference to the credit
rating, including the Group’s historical credit loss
experiences, adjusted for factors that are specific to the
debtors.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may
also not be representative of a customer’s actual default
in the future. The information about the ECLs on the
Group’s trade receivables, other receivables and
amounts due from related companies and subsidiaries is
disclosed in notes 20, 21, 22 and 42 to the consolidated
financial statements, respectively.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 # &

4. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)

4.2 Estimation uncertainty (Continued)

(e)

Provision for loss on unauthorised
guarantees

In respect of findings of the Investigation, seven
unauthorised guarantees were entered with several
financial institutions and creditors as security for several
loans granted to the Associates of Mr. Chen Weizhong,
as set out in note 29. Due to the failure of repayment by
the Associates of Mr. Chen Weizhong, these creditors
have commenced legal proceedings against the
Associates of Mr. Chen Weizhong as the borrower and
the Group as the guarantor. The court hearings against
the Group as the guarantor to five creditors have
completed and court hearings to two creditors are
suspended. The court judgements for the completed
court hearings has released the Group’s liabilities on
these unauthorised guarantees. In 2021, the Group has
fully repaid the Company G of RMB10,000,000 on behalf
of Zhejiang Zhongwei, accordingly, the Group is no
longer liable to this financial guarantee contracts as at 31
December 2021.

It is still uncertain as to how much the borrowers will be
able to repay these creditors for the suspended court
hearings. Based on the legal advice, the Group had
recognised a provision of RMB17,500,000 which was
the best estimate of the Group on the probable cash
outflow of the obligations under the financial guarantee
contracts of the suspended court hearings for the year
ended 31 December 2022 and 2021. Details are set out
in note 29.

—E-_—F+_A=+—HIEFE

4. ETEHE R @

4.2 LT FREERZE @)

(e)
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5.

134

OPERATING SEGMENT
INFORMATION

The Group is principally engaged in the manufacture and sale of
condiment products. For management purposes, the Group operates
in one business unit and has one reportable operating segment as
follows:

° The food segment that manufactures and sells condiment
products.

As all of the Group’s revenue is derived from the sale of its products
to the customers in the PRC and all of the Group’s identifiable non-
current assets are located in the PRC, no geographical information as
required by IFRS 8 Operating Segments is presented.

Information about major customers

Revenue derived from sales to individual customer amounting to 10
percent or more of the Group’s revenue for the reporting period is set
out in the following table:

KEDHEN

AEEETERFEARMNEERBERS -
HEEME  AEBAE - ¥BEMES
BE—(ER2REED AT

s  RmOMEENEEF KM

RN B 25 A S R B M B =P i
EHER BASEZHAIRBFERDEE
BRI B - BRI AR IR B R B 7 R S 2R A
F8E [RENE] 27 ER -

BFHEETEEFZEHR
TREIBREAR  EARBRAES 210
KU ERIERIE S S EFTEE A -

2022 2021
—=E=-= —_F_—

RMB’000 RMB’000

AR®ET T ARETT

Customer A

=FEA

.!!!I 29,235
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6. REVENUE, OTHER INCOME AND

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

GAINS

6.1 Revenue from contracts with customers

An analysis of revenue is as follows:

6. WA - HWAK W=

6 1 %ﬁ |:|:|’Ju&£ﬁ

WA :
2022 2021
s —E-—4F
RMB’000 RMB’000

AR¥TR ARETT

Revenue from contracts with customers BEE AW
Sale of goods HEE M 252,671
() Disaggregation revenue information () IR EER
2022 2021
—E-= ===
RMB’000 RMB’000

AR¥TR ARETT

271,600 252,671

Type of goods ERESE

Condiment products FELZ N

Timing of revenue recognition =g

Goods transferred at a point in time RE—RZEENER

271,600 252,671

The following table shows the amounts of revenue
recognised in the current reporting period that were
included in the contract liabilities at the beginning of the
reporting period:

T%?’E/—J—\Z’S%ﬁ&igﬂmﬁgwu n*)\i&

HEHUEHNEERNRESE -
2022 2021
—E-C—E —E-—%F
RMB’000 RMB’000

AR¥TR ARBFTT

Revenue recognised that was included B &3R5t ASRE HIV & 4
in contract liabilities at the beginning BEF R
of the reporting period:

Sale of goods HEEM

25,546

ZIEMBEE
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6. REVENUE, OTHER INCOME AND 6. WA - HtR AR KEFH @
GAI NS (Continued)
6.1 Revenue from contracts with customers 6.1 BEFEHWE @)
(Continued)
(i) Performance obligations (i) BRIEME
Information about the Group’s performance obligation is ABAAKEEOETHE R
summarised below: LN
Sale of products HEEm
The performance obligation is satisfied upon delivery of BHEETRRNERBEK 17
the products and payment is generally due within 30 to KR EI0ZE0K A F
90 days from delivery, except for new customers, where B mE#EFABEEEZRAT
payment in advance is normally required. o
6.2 Other income and gains 6.2 HAW AR K=
2022 2021
—E-—HF T —F
RMB’000 RMB’000

AR¥TT ARETT

Subsidies received (note (a)) BBk (HisE(a) 1,691
Bank interest income HRITHEUA 20
Foreign exchange gain, net b 5 U F A 94
Compensation income (note (b)) fAEWA (D) -
Others Hfth 4,973
6,778
Notes: HiaE -
(@)  The amount represented subsidies received from the relevant @) EcBEEREPREHEERNME
authorities in the PRC without any unfulfiled conditions. BE - 7S 9 46 B N A B 7 R AT R A
&1 o
(o) During the year ended 31 December 2022, the Group b)) BE-Z-_—Ft+-A=1+—-HiF
commenced litigations against suppliers for non-performance of B AEBREEEARBITA XML
contracts and the court has required the defendants to pay the HIZHFA - AR ER W EmAE
compensation of RMB14,200,000 to the Group. X IEEES AR 14,200,000 7T ©
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IMPAIRMENT LOSSES, NET

7. BEBRER

(Reversal of impairment loss)/
Impairment loss on trade receivables,
net of reversal (note 20)

Impairment loss/(Reversal of impairment loss) on
prepayment and other receivables,
net of reversal (note 21)

(Reversal of impairment loss)/Impairment loss
on amounts due from a related company,
net of reversal (note 22)

Impairment loss on right-of-use assets
(note 17(a))

Written off of inventories (note 19)

2022
o~ -
RMB’000
ARBT T
FEUE 5 7IH
CR{EEIEEE),REEIE
Hpr#EE (FizE20) (209)

TEAS FRIE R E A pE U R E
REEECRERERE) -
MR (E21)

FEUR AR A B3R IE CRiE s 1B ),/
RAEEE  MREE (FizE22)

1,979

(2,497)
fEREEEREER(ME17E)

FEMHE (FEE19) 23,909

23,182

OTHER EXPENSES

8. Hifx%

2022
—E-_—F
RMB’000
AREBT

Donations
Surcharge for overdue tax payment (note)

S=h 70
B HA BT O R (B aE) 56,206

Overdue interest expense (note 28(c)) wEAF S5 (M= 28(c)) 179,357
Others Hfh 30

235,663
Note: P aE -

The amount represented the provision of surcharge for overdue tax payment

to be imposed by the State Administration of Taxation in PRC.

ZEMBERERARA

2021
T4
RMB’000
ANREFT

1,722

(194)

2,531

2,789
5,705

12,653

2021
T4
RMB’000
AREETFIT

72
57,883
48,600

3,159

109,714

& RR I BB RS A B EUR R B B I -

—E - EER 137



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

9. LOSS BEFORE INCOME TAX 9. BRETBHAIEE
The Group’s loss before income tax is arrived at after charging/ REBRATEHATBRIENR(GTA) T
(crediting): P &8
2022 2021
—=E-= —T-—fF
Notes RMB’000 RMB’000
k=3 AR%T T AREETTT
Costs of inventories sold EHFERA 184,162
(Reversal of provision)/Provision FE (BERD) B iEFE
for inventories, net 19 802
Depreciation of owned assets BEEENE 16 26,263
Depreciation of right-of-use assets FREEENE 17(a) 2,412
Amortisation of other intangible assets H At 2 & i 18 306
Lease payments not included in the TEFAHEAETEN
measurement of lease liabilities HERE 17(d) 192
Auditor’s remuneration 1% BN & 4,300
(Reversal of impairment losses)/ LT&E 2 CRERIERE),
Impairment losses on: BB
— trade receivables — [ERE 5FIE 7 (209) 1,722
— prepayment and other receivables — TE I K H b R YR IE 7 1,979 (194)
— amounts due from related companies  — FEUEAEE A 5B 7 (2,497) 2,531
— right-of-use assets — (REEE 7 - 2,789
(727) 6,848
Written off of inventories FE M 7 23,909 5,705
Employee benefit expenses EEBAFAX
(excluding directors’ remuneration): (TREESHE)
— wages and salaries — IEkF® 35,434
— pension scheme contributions (note) ~ — B & FT IR (BT FE) 4,021
39,455
Research and development costs (G I N 12,174
Donations St 8 72
Foreign exchange gain, net b H i FE 6.2 (94)
Note: P -
As at 31 December 2022, the Group had no forfeited contributions available to RZEZZF+=ZA=+—8 ' A5EELE]HZL
reduce its contributions to the pension schemes in future years (2021: Nil). WK - BEEIR R R FER AR EIMHR (=

Fo—F )

138 Honworld Group Limited Annual Report 2022



10. FINANCE COSTS

An analysis of finance costs is as follows:

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

10. @& R A

BERKADHTAT
2022 2021
—E-CF T —F
RMB’000 RMB’000

AR¥TR ARETT

Interest on bank loans RITEFRFE - 16,670
Interest on other borrowings H A& 3R A 2 203,598 116,109
203,598 132,779
Interest on lease liabilities HEEEF S 313 2,777
203,911 135,556
11. DIRECTORS’ AND CHIEF MN.ESERESTHRAEZHE
EXECUTIVE’S REMUNERATION
Directors’ and chief executive’s remuneration for the year, disclosed R EmRA - FEREHERIZE 383(1) & & A
pursuant to the Listing Rules, section 383(1) of the Hong Kong A (BEEENFZER)BHE S WENE
Companies Ordinance and Part 2 of the Companies (Disclosure of EEERRETHRABHHINT
Information about Benefits of Directors) Regulation, is as follows:
2022 2021
—E-—F T4
RMB’000 RMB’000

AR®TT ARBTT

Fees we 430
Other emoluments: HEMe :

Salaries, allowances and benefits in kind e EEREYAN = 480

Performance related bonuses FIBERERIEAT 375

Pension scheme contributions RIKE I 50

905

iFe85
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11. DIRECTORS’ AND CHIEF MEERRSTHAEBZHME
EXECUTIVE’'S REMUNERATION ()
(Continued)
(a) Independent non-executive directors () BYHHTES
The fees paid to independent non-executive directors during FRENBIIERTESNRSAT

the year were as follows:

2022 2021
—E-—HF T —F
RMB’000 RMB’000

ARBTT ARBTT

Mr. Shen Zhenchang RS S 60
Mr. Sun Jiong i ikas 168
Mr. Ng Wing Fai REBIE 202

430
There were no other emoluments payable to the independent HE_Z-_—_FR-F-_—F+_H
non-executive directors during the years ended 31 December =+ —BIEFERERENEIERITE
2022 and 2021. ENHMME -
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11. DIRECTORS’ AND CHIEF N.EERBEITRAEZME
EXECUTIVE’S REMUNERATION ()
(Continued)
(b) Executive directors, non-executive directors (b) HITES  FHTESEKES
and the chief executive THAE
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration
e 2R 53] RS

[k BENRE  HER0RA SRR Lt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR ARMTR AR®TR AR®TR

2022 —E-CF

Chief executive and BETBAERITES:
executive director:

Mr. Liu Jianbin (note (a)) BB %L (i)

Executive directors: HITES .

Mr. Chen Wei BExE

Mr. Sheng Mingjian (note (o)~ BXEAEE % 4 (Fft:E ()

Non-executive director: FHTES .
Mr. Gu Wei (note (c)) BfR A (Mt (o)
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11.

142

DIRECTORS’ AND CHIEF
EXECUTIVE’S REMUNERATION

(Continued)

(b) Executive directors, non-executive directors

NEERBESTBRAERZHME

(&)

(b) FITES  FHTEBRES

and the chief executive (Continued) 1ITHAE (&)
Salaries,
allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses  contributions  remuneration
55 2R =R Rike
fiikn EMflE  AEREL FTEIER [k
RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000
ARETT ARETT ARETT AR%Tr ARETE
2021 —E--F
Chief executive and BETBRAERHTES:
executive director:
Mr. Liu Jianbin (note (a)) RSk (it E) - 360 - 25 385
Executive directors: HITES .
Mr. Chen Wei e L - . - _ _
Mr. Sheng Mingjian (note (b)) 2% AR % A (=% (b)) - 120 375 25 520
- 120 375 25 520
Non-executive director: FHTES .
Mr. Gu Wei (note (c)) BEEAE (M) - - - - -
- 480 Sl 50 905
Notes: BI5E -
(@  Mr. Liu Jianbin was appointed as an executive director of the @ BREXERET=—F-_A-A%K

Group on 2 February 2021.

(b) Mr. Sheng Mingjian resigned as an executive director of the
Group on 28 June 2022.

() Mr. Gu Wei resigned as a non-executive director of the Group

on 10 January 2023. Mr. Wu Hongping was appointed as a
non-executive director of the Group on 10 January 2023.
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11. DIRECTORS’ AND CHIEF N.EERBSITHRABZHE

EXECUTIVE’S REMUNERATION

(Continued)

(b) Executive directors, non-executive directors
and the chief executive (Continued)

There was no arrangement under which executive directors
waived or agreed to waive any remuneration during the years
ended 31 December 2022 and 2021.

No emoluments were paid by the Group to any directors as an
inducement to join or upon joining the Group or as
compensation for loss of office during the year ended 31
December 2022 and 2021.

(#)

(b) BTES  FHTEERES
ITHBAE @)
HE-_ZT-_—_F#K-_FT=-_—F+=-A
=+ HIEFEMETYHITEZEI
WER B REEAFMA L HE -

BEZT-_—_FR=-F=—F+=A
=+—HLEFE  AEBWERERNE
EXNME - (EREENINARSE B SN
AR ER (BB 2 A% R ok Bl Bk 2 o

12. FIVE HIGHEST PAID EMPLOYEES 12. 5 2BSHEER

The five highest paid individuals during the year included one (2021:
one) director, details of whose remuneration are set out in note 11
above. Details of the remuneration of the remaining four (2021: four)
highest paid employees who are neither a director nor chief executive
of the Company are as follows:

R BEASBFRAE-R(-F -
F—£)EF - AWSHENN LM
11 KARBRHFEFNFRBIRARLZH
BOE(-F-—%: W% BSHFEAGH
SHEMT -

2022 2021
—E-CHF —E-—%F
RMB’000 RMB’000

AR¥TR ARETT

Salaries, allowances and benefits in kind e EBEREYH S
Performance related bonuses FIE R EA
Pension scheme contributions RIREFTEIHR

1,142
1,145
45

2,332

The number of non-director and non-chief executive highest paid MENFUATHEENIIEESERIIEZTSITHA
employees whose remuneration fell within the following band is as ENRESHEB AT -
follows:
2022 2021
—E-= — T —4F
Nil to HK$1,000,000 £ % 1,000,000 77T - 4
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13. INCOME TAX EXPENSE 13. Fi8HiFA <

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operate. Pursuant to the rules and
regulations of the Cayman Islands, the Group was not subject to any
income tax in the Cayman Islands.

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2021: 25%) on
the taxable profits, based on the existing legislation, interpretations
and practices in respect thereof.

AEBARANEEK B R BIMEREEER
M REEEMESSRROFE  RERE
EHMFTEN - RIEFSHENRAER -
AEBBEHNEAFEHSMEN

AEBEFEABEBHEEMESHRIEAR
RITER  REREIIZHE25% (—F——
F  25%) HIFERTUG M (E B -

2022 2021
—E_C—E —E-—%F
RMB’000 RMB’000

ARBTR ARETT

Current — PRC BNHEA—
Under-provision in respect of the prior year BAFERETR
Total tax charge for the year FARBEZ 4R

144 Honworld Group Limited Annual Report 2022



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

13. INCOME TAX EXPENSE (continued)

A reconciliation of the income tax expense applicable to loss before
income tax at the statutory rate for the jurisdiction where most of the
Company’s subsidiaries are located to the tax expense at the

13. M8 HBHAXZ @
RAAA DRSS WBADFEDEEED
S5 B B M0 I P24 B S JE PR B P13
FOBE % BRI I B R B ORISR I

effective tax rate is as follows: T
2022 2021
—=E_= T4
RMB’000 % RMB’000 %
AR¥T T % AR®ETIT %
Loss before income tax RATS TR (486,339) (318,449)
Tax at the statutory tax rate BAEMEGTHERNTIE (121,585) (79,612) 25.0
Lower tax rate enacted by 75 B AR R B BRAK R R
the local authority 201 0.0 31,711 (10.0)
Tax effect of unrecognised RERERHEENHGTE
temporary differences 1,969 (0.4) 481 0.2)
Tax losses not recognised REERBIEEE 102,410 (PAR)) 35,269 (11.0)
Tax effect of expenses not MBS BAMFE
deductible for tax purpose 2B 2 18,735 (kX)) 12,885 (4.0
Tax effect of income not taxable BB 1 = B AR UBA
for tax purpose ZHIE R (1,730) ; (734) 0.2

Tax charge at the Group’s

BAKBEERBXGTEN

effective rate

MBI

As at the reporting date, the Group has not recognised deferred tax
assets in respect of tax losses and deductible temporary differences
of approximately RMB1,062,307,000 (2021: RMB652,667,000) and
RMB45,793,000 (2021: RMB37,918,000), respectively. Of the total
unrecognised tax losses, approximately RMB1,062,307,000 (2021:
RMB652,667,000) may be carried forward for five years from the year
of incurring the loss, and the remaining unrecognised tax losses have
no expiry dates. No deferred tax asset has been recognised in
respect of those tax losses and deductible temporary differences due
to the unpredictability of future profit streams.

ZEMBERERARA

RBEBH XEBREHIINODARKE
1,062,307,0007( — & — —F: AR K
652,667,000 7T) & A R¥& 45,793,000 T (==&
——4F: AR¥37,918,0007T) M HEE K&
ABREREERAEEHBEEE - NARE
RERTIEEEF - AR 1,062,307,000
TT(ZF=—F : AR¥652,667,0007T) A A
EABEFTERTATLEE  MHB T RER
FIAEERERE R B H o AR EATERIRR
s A O - SRR Bh RZ 5 B 1A A5 18 K AT AR
TR ERBREEHBEEE -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

14. DIVIDENDS

No dividend has been paid or declared by the Company during the
years ended 31 December 2022 and 2021, nor has any dividend
been proposed since the end of the reporting period.

LOSS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE COMPANY

The calculation of the basic loss per share amount is based on the
loss for the year attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
578,750,000 (2021: 578,750,000) in issue during the year.

15

14. BB

ARRWERNIEREE T _—FR—
- —F+_A=+—HULEFEWKRE B
B3R5 B AR AR SR HEAIAR S o

AAREBEERITEARA
BREE

BREAABESHENTEIEREARRE
R EARLFEFAEBEREFRNERTYE
A% fn4E F 15 #578,750,000 % ( — F — —4F :
578,750,000 f% ) °

A
A

2022 2021
—E-—F T —F
RMB’000 RMB’000

ARBTR ARBTT

Loss attributable to ordinary equity holders ARB)ERERIEE ARGER
of the Company (RMB’000) (ARBTT) (486,339) (318,449

Weighted average number of ordinary shares B 317 &A% hntE E 1920 (FAR)

in issue (in thousands)

578,750 578,750

Loss per share attributable to ordinary equity AAREREREAE AEESRER

holders of the Company

— Basic and diluted (RMB) — EAREE(ARKET)

(0.55)

No adjustment has been made to the basic loss per share amounts
presented for the years ended 31 December 2022 and 2021 in
respect of a dilution as the Group had no potentially dilutive ordinary
shares in issue during those years.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

fn o SV 05 A B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

16. PROPERTY, PLANT AND EQUIPMENT 16. W% - ERR1E

Machinery
and Furniture Motor Leasehold  Construction
Buildings ~ equipment  and fixtures vehicles improvements in progress Total
BT HRERRE GRAREE RE AENEEE HEIR @5t
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 RMB’000
ARETRT  ARBTR ARETR AR¥Tn ARETR ARETR ARETR
31 December 2022 —E--E+-A=t-H
At 1 January 2022: R=B-—F-f-H:
Cost A 221,665 181,611 7,118 4,202 16,461 454,563
Accumulated depreciation ZitheE (68,636) (93,027) (5,499) (3479) (10,546) (181,175)
Net carrying amount REFE 153,029 88,584 1,625 819 5,915 273,388
At 1 January 2022, net of R=B-Z§-f-8>
accumulated depreciation NHEHE 153,029 88,584 273,388
Additions HE 2,228 5,975 17,623
Disposals EE - (497) (504)
Depreciation provided during  FRFERE
the year (10,712) (14,135) (1,554) (27,387)
Transfers & 5,687 1,115 (a)] (6,331) -
At 31 December 2022, netof ~ R=B=ZF
accumulated depreciation +=f=t+-H"
NREFHE 263,120
At 31 December 2022: i
t-A=1-8:
Cost KA 229,580 188,204 7,552 4,348 15,990 471,682
Accumulated depreciation ZitE (79,348) (107,162) (6,021) (3,931) (12,100) (208,562)
Net carrying amount REFE 150,232 81,042 1,531 47 3,890 26,008 263,120

ZEMBERERARA
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For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

16. PROPERTY, PLANT AND EQUIPMENT 16. % - BERZHE @

(Continued)
Machinery
and Furniture Motor Leasehold  Construction
Buildings equipment  and fixtures vehicles  improvements in progress Total
BT KEkXE GHREE g MEMERE IR 5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETE  ARETT ARETR  ARETRT ARETR  ARETR
31 December 2021 “E--F+-fA=1-H
At 1 January 2021: RZZ--§-A-RB:
Cost B 217,472 178,899 7,231 4,039 15,990 13,768 437,399
Accumulated depreciation ZiinE (57,740) (80,342) 4,910) (2,928) (8,992) - (154,912)
Net carrying amount REFE 159,732 98,557 2,321 1,111 6,998 13,768 282,487
At 1 January 2021, net of WZE-_—F—F—H"
accumulated depreciation bl -G 159,732 98,557 2,321 1111 6,998 13,768 282,487
Additions RE 1,925 3,141 68 42 471 13,492 19,509
Disposals RE (114) (1,891) (181) (159) - - (2,345)
Depreciation provided during ENERR
the year (10,8%) (12,685) (683) (545) (1,554) - (26,263)
Transfers L3 2,382 1,462 - - - (3,844) -
At 31 December 2021, net of W-E_—F
accumulated depreciation T-A=1-H:
R EGHHE 153,029 88,584 1625 819 5,915 23,416 273,388
At 31 December 2021: RE-—F
TZA=t-R:
Cost KA 221,665 181,611 7,118 4292 16,461 23,416 454,563
Accumulated depreciation e (68,636) (93,027) (5,493) (3,473 (10,546) - (181,175)
Net carrying amount REFE 153,029 88,584 1,625 819 5915 23416 273,388
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17.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes:

(@) As at 31 December 2022, certain of the Group’s buildings and
machinery and equipment with an aggregate net carrying amount of
approximately RMB211,737,000 (2021: RMB235,213,000) were
pledged to secure other borrowings granted to the Group (note 28(d)).

(b) The Group has engaged the Valuer to perform impairment assessment
on the property, plant and equipment for the years ended 31 December
2022 and 2021 and the Valuer determined that the recoverable
amounts of property, plant and equipment exceeded their carrying
amounts. As a result, no impairment loss has been recognised for the
years ended 31 December 2022 and 2021.

* During the year ended 31 December 2021, the depreciation on the
right-of-use assets which related to the purchase of machinery and
equipment under sales-leaseback arrangement entered before 1
January 2019 which in substance classified as finance leases was
approximately RMB1,407,000. This finance lease has been settled
during the year ended 31 December 2021.

LEASES

The Group as a lessee

The Group has lease contracts for various items of plant and
machinery and leasehold land used in its operations. Lump sum
payments were made upfront to acquire certain parcels of leased
land with a term of 50 years, and no ongoing payments will be made
under the terms of these land leases. Leases of plant and machinery
generally have lease terms between 1 and 12 years (2021: 2 and 13
years). Generally, the Group is restricted from assigning and
subleasing the leased assets outside the Group.

16. ¥ - BERRE@®

i

@ WKRZE-_—_F+-A=+—8 ' AEEEKH
IREFEAS XN ARK 211,737,000 T (=
——%: AR#¥235213,0007T) K5 TiEF
MR KRR - (ERREBFERE MG R
HPEIR (M 5E28(d)) °

b)) AEBEREBEE_ZT_—_FR-_ZFT_—F
TZA=t—BLEFEZEGEMEME -
e REEETRETE - BEEEMETD
¥ BELEEOITKCODSERBHEER
B Al ZEZT_—FR-_T=-—F
T A=t ALFEYEERRERSE -

“ HE-Z-_—F+-A=+—HItEE &
BRER=ZZE—NF—A—BZAGRIMLHNER
HEZH (BE LA EARERE) BEKE
REBEEENGCAEEENENRARE
1,407,0007C - ZERIEHEDRBE_-T
-+ A=t HIEETULE -

17. &€

REEERFEBEA

AEEHESEREMMBEENHAESD
NRBELTHELEERE - AEEE2BE—
WM —2E A - LVERSE THE i
RHS0EF - Mg T2 RER T S/ ERK
BENR - BEREBAENHIBRIBEN
F1ZE12F(ZEFEZ—F:2F813F ) — &
MmE ' AEBETSRAEBEAINEZERER
HEEBE -
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

17. LEASES (Continued) 17. *E.E (%)
The Group as a lessee (Continued) REBEAFEHEA @)
(a) Right-of-use assets (a) HAEELE
The carrying amounts of the Group’s right-of-use assets and R B AR A E R R E K& A E
the movements during the years are as follows: J(U N
Prepaid Warehouse,
land lease plant and
payments machinery Total
FEfF L it rE -
HEMRE N @t
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR¥T T
As at 1 January 2022 MN-_E-_—_F—F—H 49,560 49,560
Depreciation charge TEMX (1,300) (1,300)
As at 31 December 2022 A S =
+=—HA=+—H”
Prepaid Warehouse,
land lease plant and
payments machinery Total
TR 3 Bk -
HEFIE B K iEs #EtT
RMB’000 RMB’000 RMB’000
AREBTT AREBTFT ARBTT
As at 1 January 2021 R-—_E-_—F—HF—H 50,859 - 50,859
New leases HEE - 3,902 3,902
Depreciation charge WEMX (1,299 (1,113) (2,412
Impairment loss BEE R = (2,789 (2,789)
As at 31 December 2021 RZE—_—%F
+=—A=+—H 49,560 = 49,560

Leasehold land of the Group with an aggregate carrying

AEBRN T —F+-_A=+—Hz

amount of approximately RMB48,260,000 (2021
RMB49,560,000) as at 31 December 2022 has been pledged
to secure other borrowings granted to the Group (note 28(d)).

MBS T (E 4 A R % 48,260,000 (=&
——%: AR#49,560,0007T) WEE
THBEERR  UERASEERHE
i fE R (FisE28(d)) °
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

17. LEASES (Continued) 17. *E.E(%)
The Group as a lessee (Continued) REBEAFEHEA @)
(b) Lease liabilities (b) HEERE
The carrying amount of lease liabilities (included under interest- FRHEEEE (BETEEMET) HEE
bearing other borrowings) and the movements during the year HEEEESHNT :

are as follows:

2022 2021
—Eg-= == =0
RMB’000 RMB’000

AR¥TR ARETT

Carrying amount at 1 January R—HA—B®REE 4,729 40,563
New leases EE - 3,902
Accretion of interest recognised FRNE MR EIE N

during the year 313 2,777
Payments INEN (1,201) (42,513)
Carrying amount at 31 December R+—A=+—H/E@EE 3,841 4,729
Analysed into: baXiv=
Current portion mEE 1,004
Non-current portion SEmENEB D 3,725
The following table shows the remaining contractual maturities TRIWRAEEHEAEHRTANE
of the Group’s lease liabilities: HA :

2022 2021
—E-C—HF — T4
RMB’000 RMB’000
AR¥T T ARBTIT
Total minimum lease payments: SEME B :
Due within one year —F N EIH 1,027
Due in the second to fifth years E_EZFAFHNH 3,478
Due after the fifth year FERFHREIE 1,055
Less: Future finance charges on B RREEAERES T
lease liabilities (831)

Present value of lease liabilities HEAENRE 4,729
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

17. LEASES (Continued) 17. *ﬂ%(%)
The Group as a lessee (Continued) ZIK;’%VE%E@HA (4&)
(b) Lease liabilities (Continued) (b) HEEE(E
2022 2021
—E-= —ET-—%F
RMB’000 RMB’000

AR¥TR ARETT

Present value of minimum lease payments: XA E R ZIRE :

Due within one year —FEANEH 1,004
Due in the second to fifth years FE_EFERFIE 2,753
Due after the fifth year FRFREIE 972
Less: Portion due within one year included & : BIEEE F—EA
under current liabilities T EAE (1,308) (1,004)

Portion due after one year included under ~ 3ERBIE(EIE T —F1%&

non-current liabilities FHARYE 5 3,725
The maturity analysis of lease liabilities is disclosed in note 39.3 HEAENIEB S ITRERE 8K
to the consolidated financial statements. Fff5F 39.3 K EE o
As at 31 December 2022, lease liabilities amounting to RZEZZF+-HA=+—H HEB
approximately RMB3,841,000 (2021: RMB4,729,000) are BEHARE3,841,000 0 (ZFE=—%F :
effectively secured by the related underlying assets as the AR#4,729,00070) ERR FHREZ G
rights to the leased asset would be reverted to the lessor in the MEEEEER  REAHEEEZ#E
event of default by repayment by the Group. Mgt @Rl AREBE NERZIERN T B

BHEAME -
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For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

17. LEASES (Continued) 17. *ﬂ% (%)
The Group as a lessee (Continued) REBEAFRHEA @)
(c) Details of the lease activities (c) FHEXKFERE
As at 31 December 2022, the Group has entered into leases RIEBE-_—F+-A=+—H ' A&EH
for warehouse, plant and machinery. ERMEE - BB LS4 o
Financial statements Range of
Types of items of right-of-use Number remaining
right-of-use assets assets included in of leases lease term  Particulars
FAUTEENEREEE
EREEESR MBI HRRIEE HEHA FNEHEE FE
Warehouse, plant and Warehouse, plant and 9(2021:9) 1to7years  No extension option or termination
machinery machinery in (2021: 1to option would be exercised
“right-of-use assets” 8 years) at the lease commencement date.
BE - BE R [MEREEE]| HTH 9 1278 GEHRERKRBTSTEEMERZS
BE - BB R (ZB=—%:9) (ZT=Z—%F: &g
1528%)
(d) The amounts recognised in profit or loss in relation to leases (d) HEHEEFENERTERNSEMOT -
are as follows:
2022 2021
—EC-_F =4
RMB’000 RMB’000

ARBTT ARBTT

Interest on lease liabilities HEBERMES 2,777
Depreciation charge of right-of-use assets  {FAEEENER X 3,819
Expense relating to short-term leases EHAEPHEENRY
(included in cost of sales) (GEAEERA) 192
Total amount recognised in profit or loss RIEmERA B 5 6,788
(e) The total cash outflow for leases is disclosed in note 33(c) to (e) HEEMR S L BRRILLRS I HRKM
the consolidated financial statements. FF33(c) PHEEE o
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

18. OTHER INTANGIBLE ASSETS

31 December 2022

Cost at 1 January 2022, net of
accumulated amortisation
Amortisation provided during the year

B -F+ZA=t-H

R_ZE-_—F—A—HZKA"

B kR Rt #H
FREEHE

At 31 December 2022

R-B--H+-A=1—H

At 31 December 2022

R-ZE-_—f+=-A=+-H

Cost %N
Accumulated amortisation S 5
Net carrying amount REFE

31 December 2021

Cost at 1 January 2021, net of

—E-—F+=-fA=+—H

“E-—F—A-HZEAK

18. EttEFEE

Patent and
licences
B R
RMB’000
ARETT

Computer
software Total
a4 et
RMB’000 RMB’000
ARETT ARBTT

2,031 2,275
(1,153) (1,153)

878 1,122

accumulated amortisation RENCESE: e 244 1,123 1,367
Addition INE - 371 371
Amortisation provided during the year SR 5TREE# = (306) (306)
At 31 December 2021 RZEZ—F+-A=+—H 244 1,188 1,432
At 31 December 2021 R-Z=——Ff+=-A=+—H
Cost #N 244 2,031 2,275
Accumulated amortisation REtEEy - (843) (843)
Net carrying amount REFE 244 1,188 1,432
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

19. INVENTORIES 19. B &
2022 2021
—E=-= =4
RMB’000 RMB’000
ARBT T ARETTT
Raw materials R 9,784 11,222
Work in progress TR 617,627 631,304
Finished goods K 19,329 11,085

646,740 653,611

The Group has a significant balance of inventories and needs to
maintain the majority of its base wine at an appropriate level for a
period over one year to meet the future production needs. The
determination of the value of inventories, which are stated at the
lower of cost and net realisable value, involved significant estimation,
which were influenced by the assumptions concerning future sales
and usage and judgements in determining the appropriate level of
inventory provisions against identified surplus or obsolete items.

During the year ended 31 December 2022, the Group has written off
the obsolete inventories of approximately RMB23,909,000 (2021:
RMB5,705,000). The significant increase in written off of inventories
during the year ended 31 December 2022 is mainly due to the
decrease in the estimated net realisable value of certain condiment
products as a result of change in market condition and the cessation
of sales to the Associates of Mr. Chen Weizhong from October 2022.

At 31 December 2022, the carrying amount of inventories included
provision of approximately RMB3,617,000 (2021: RMB5,801,000),
which is determined with reference to the net realisable value of the
inventory items. The reversal of provision approximately
RMB2,184,000 (2021: additional provision approximately
RMB802,000) was made during the year ended 31 December 2022.

At 31 December 2022, the Group’s inventories with a carrying
amount of RMB556,115,000 (2021: RMB612,742,000) were pledged
to secure other borrowings granted to the Group, as further detailed
in note 28(d) to the consolidated financial statements.

AEEBEREGFEHESG  TEE—FALD
HARE A8 KRR 3 & @%HEmei AR
EHBEERK- M&$ﬁ7“ﬁ%@2ﬁ
BEIRNGFEEERETE S MEKRMET -
E#IE&%*&E%%F“M&#EE%
RBRAHRETR B N EF R EEE K TEE
HEHE M2 E -

BEZ-_—F+-_A=+—HLFE &K
SEEMERERE iﬁ/\EﬁMSgogoooE
(Z=FE=——%F : AR¥5,705,0007T) - =

T_ZF+ZA=+—HILEFE  FTEMHE
ARENMEZERRNTREHRE T ==
T AREIERARERLENHEANEE &
BE T K A (S R AT & RS E R FTEL -

RZEZZF+-A=+—H FENEH
EREREEHOARE3617,000T( =T =—
F: AR%5,801,0007t) - Hh2EHFEHE
BEMAE#RFEMEE B#E-_T=__F
+ZA=+—HLFE EBELBERELY
AR 2,184,000 (Z 2 = —F : BINEE
#49 AR5 802,000 7T) °

R-T_—F+_A=+—H AEEKH
BREEAARE 556,115,000 C( = Z = —4F :
AR¥612,742,00070) WiFE - tEBAEHE
FTEER E A fE SR ER « i — BB E N AR
& IS IRER M FE28(d) ©
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

20. TRADE RECEIVABLES

156

20. B E 5 KA

2022 2021
—E-C —E-—%F
RMB’000 RMB’000

AR¥TR ARETT

23,949 24,510
(3,465) (5,374)

Trade receivables, gross FEW B 5 IR
Less: allowance for credit losses W EEEERE
Trade receivables, net EUE 55 HFE

20,484 19,136

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to three months.

The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by senior
management. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade receivables
are non-interest-bearing.

An ageing analysis of the trade receivables of the Group as at the end
of the reporting period, based on the invoice date and net of loss
allowance, is as follows:

AEFEXFPRNEZESIANEERSRE -
EEHATA—E=MA -

7R 6% [ B0 18 R MR (B A0 B AR TR A A AR
BEE  MaBEHRTasSREEEEIR -
AEEYEREERKE S FBERTEER
EHm R EM R FEERTOERE - &
WE B RIBA EEE o

AR BN RS R EWNE 5 708 (kR B R
BEEZAMNREDTOT

2022 2021
—E_-C —E-—%F
RMB’000 RMB’000

ARBTR ARETT

Within 3 months 3 &R AR
3 to 6 months 3Z=6 @A
6 months to 1 year 6 AAZE14F

15,947
1,775
1,414

19,136
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2022 & —Z — —

20. TRADE RECEIVABLES (continued)

The movements in the loss allowance for impairment of trade
receivables are as follows:

% 0 U 5 A B

Ft+-A=t—BILFE

—=— —

20. EIRE 5 FIE @)

fEWE ZFRREBREGEESNT

2022 2021

—E-C —E-—%F

RMB’000 RMB’000

AR® T AREET T

At the beginning of the year F4) 5,374 3,652
(Reversal of ECL allowance)/ (FBHEEEBRRERER),

ECL allowance recognised BRABHMEEERERS (209) 1,722

Amount written off (note) s 58 (M) (1,700) -

At the end of the year FR 3,465 5,374

Note:

As at 31 December 2022, approximately RMB1,700,000 of trade receivables
was fully written off because the Group considered these receivables are
unrecoverable due to the liquidity condition of the debtors. The reversal of loss
allowance approximately RMB209,000 (2021: increase in loss allowance of
RMB1,722,000) was mainly due to the decrease in the past due balance of
trade receivables.

The Group engaged the Valuer to assess the impairment of trade receivables
for the years ended 31 December 2022 and 2021. The impairment analysis is
performed at each reporting date using a provision matrix to measure ECLs.
The Group classifies its customers into categories A (the highest), B, C and D
based on their business scale and capabilities. The provision rates are based
on days past due of the Group’s customers with similar loss patterns, among
which the customers classified as categories A, B and C were merged into the
same group for impairment assessment as their credit terms and loss patterns
were similar. The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information that is
available at the reporting date about past events, current conditions and
forecasts of future economic conditions.

BT -

R-TE-_—_F+_A=+—H ERESFEHA
R ¥1,700,000C BB E M REAAEERA
ZERUGRIBREER AR KB E S AR M &AL
| - BEEHERE LN A AR 209,000 (=T =—
F o SEEEEMAREA1,722,0007T) ' TIEEMH
REWE S F IR LR AT -

AREBZREAEMFEHE- S _FR-F=—
F+_A=+—HAILFENEKE S HBRE - A
SESRERE B HERARBERETRED T -
LErEEHEEER - ASERBEEFNEBKRE
REENBEFHEAA(RS) - B CRDIE - &
ENREASEAESANUBERANEFNALX
HEtE  ERESBEAA BRCENEFCEAH
AR—ARAERETE  RREREEREFHNE
B REBRNXEE - G E R MELS
R EEHEEEARREAHAIESERAES
% FETARR RAR R L BRI E B KA KK
WA -
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

20. TRADE RECEIVABLES (continued)
As at 31 December 2022

Customers classified as categories A, B and C

Set out below is the information about the credit risk exposure on the Group’s

trade receivables using a provision matrix:

ECL rate BHEEBEX
Gross carrying amount (RMB'000) Emas(ARETT)
ECLs (RMB'000) EHEEER(ARSTT)

Customers classified as category D

20. FE B Z FIE @)
RZE--HF+ZA=+—H
ELEEA - BECENWEE

UNT#IIERRERERRARERLES
RENEERBHER

Past due
BE R
Less than 1to Over
Current 1 year 2 years 2 years Total
B8 —FH0R  -EZmE WMENL @t

3.4%-67.9%

3,108
863

EZBESDENEF

ECL rate
Gross carrying amount (RMB’000)
ECLs (RMB’000)

Total

Gross carrying amount (RMB’000)
ECLs (RMB’000)

Past due
BHEE
Less than 1to Over
Current 1 year 2 years 2 years Total
=3 —F LR —-Z@ME  MELL @t
BREEHRE 100.0%
FEAE (ARSI 302
HEREEEE (AR TT) 302
#st
Past due
kil S3s!
Less than 1to Over
Current 1 year 2 years 2 years Total
B SR -ZEWFE  WEUL st
FEAE(ARETT)
BHEEEHE(ARETT)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

—E-—H+-_A=+—HItEE

For the year ended 31 December 2022 # &

20. TRADE RECEIVABLES (continued)
As at 31 December 2021

Customers classified as categories A, B and C

20. EIRE 5 FIE @)

m 77

— = —

—_—

—&+=HA=1—H
DEBA BRCEHES

Past due
bl
Less than 1t02 Over
Current 1 year years 2 years Total
EH —FHUA  —EWE  WENRE FERy
ECL rate BHEEBER 00%  3.6%-69.9% 100% 0.0% 18.1%
Gross carrying amount (RMB’000) ERAE(ARETT) 11,872 3,309 651 - 15,832
ECLs (RMB'000) BHEEBE (ARETT) - 2,214 651 = 2,865
Customers classified as category D ELEEDENES
Past due
jalilEn!
Less than 1t02 Over
Current 1 year years 2 years Total
BH —FHUA  —EWFE  WENRE F
ECL rate BHEEBAR 0.0% 30%  100.0% 0.0% 11.5%
Gross carrying amount (RMB’000) EEEE(ARETT) 1,609 6,517 552 - 8,678
ECLs (RMB'000) BEHEEBE (ARETT) - 1,957 552 - 2,509
Total 28 =t
Past due
0 HA B P
Less than 1t02 Over
Current 1 year years 2 years Total
B8 —FHUA —EWFE WENE HEE
Gross carrying amount (RMB’000) FHAEARE T 13,481 9,826 1,203 = 24,510
ECLs (RMB’000) BHEEBBE(ARETT) 4,171 1,208 = 5,374
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

21. PREPAYMENTS, OTHER 21. FE{IFE - HMERIRIER
RECEIVABLES AND OTHER ASSETS HiEE
2022 2021
—E-—F — T —4F
RMB’000 RMB’000

AR¥T R ARBTT

Prepayments (note) TEfTFIA (M 5E) 11,026 6,188
Less: Impairment B RE (1,949) (1,160)
Value-added tax recoverable ] Y o] (5 Fi 90,439 117,220
Deposits and other receivables (note) e M E A R ERIE (FiaE) 26,618 20,355
Less: Allowance for credit losses A EEEEEE (1,612) (422)
124,522 142,181
Less: Portion classified as non-current assets & : DB AIERBI A E LK (6,673) (6,126)
Current portion included in prepayments, AT ATERFRIE - EAth FEUGRIE K&
other receivables and other assets HAh & E R R ENED 117,849 136,055
Note: MsE -
Details of prepayments, deposits and other receivables as at 31 December R_BE-——ER-—F——&F+—-A=+—HHWEN
2022 and 2021 are as follows: HIE - e RHEMEWRIESBOT -
2022 2021
—EC-CF —E-—F
RMB’000 RMB’000
AR¥T R ARETTT
Prepayments for fixed assets EE & EMTEMARIE 6,673 2,109
Prepayments for procurements AR MR TENRIE
of condiment products 1,936 894
Other prepayments HE A FE I 5RIE 2,417 3,185
Deposits and other receivables (note) T N H b jE W sk aE (B &E) 26,618 20,355
37,644 26,543
Less: e
Portion classified as non-current assets ADERIERBEET S (6,673) (6,126)
Current portion included in prepayments, AT B  EAbEUGIE K
other receivables and other assets H At & ER)RENZB D 30,971 20,417
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(Continued)

21.

Note:

Included in the balances was mainly the guarantee deposit paid for sale and
leaseback arrangements (note 28(f)) of approximately RMB18,795,000 (2021:
approximately RMB16,971,000).

Impairment analysis is performed at each reporting date and ECLs
are estimated by applying a loss rate approach with reference to the
historical loss record of the Group. The loss rate is adjusted to reflect
the current conditions and forecasts of future economic conditions,
as appropriate. The financial assets included in the above balance
were categorised in Stage 1 at the year of the reporting period. In
calculating the ECL rate, the Group considers the historical loss rate
and adjusts for forward-looking data.

The financial assets included in the above balances relate to
receivables for which there was no recent history of default and past
due amounts.

AMOUNTS DUE FROM RELATED
COMPANIES

Details of amounts due from related companies and net of loss
allowance, are as follows:

22.

FENFRIE - EEWRFRER
HihEEw

B3

Rl

FFABRBEEEASN TEEMADZHE (FE28()) 1
RELHARMEA8795000TC (ZB=—4F : HHA
R#16,971,0007T) °

AEEESERS BHETRES T A2
EARE B E L BRI AR B X AN TR
HERBEEL G - BEREE TUFAREN
F2 IR A AR OSLA0  R SRAR IR S O TRRI (2058
) fFALMERNEREEEARSTHAS
BARAZRE GEHERBEEEEERE - K
SE & E B L B 1R R I AT 1 B -

R SR ER P & B A S KA A SRE 4

LR K A B R R ROR o

FEUR BA RS 1t R FRIR

JE 5 R Bt X B SROR (FOBR B 1R B 1R ) E 1B 4D

™

Maximum
balance due

during the year 2022 2021
FREEB
RAE R ko T
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR¥ETTT
AL IREEE AR AR WL IREEE A R A A

Zhejiang Zhongwei Brewery Limited ([T AR )

(“Zhejiang Zhongwei”)* (note 28(e)) (FizE28(e)) 22,238
WuXing Group (note) R0 &= H] (P EE) -
MMZRE#BTARAA MMEBREETERAE

Huzhou Laodafang Supermarket ([EBXRED

Co., Ltd. (“Laodafang”)* -

22,238

Note: WuXing Group consists of certain the subsidiaries of #i/1| 2 S i1 as
listed out in note 36(b).

* The English translation of the names of the companies established in
the PRC is for reference only. The official names of these companies
are in Chinese.

ZEMBERERARA

B E 52 0 R B B HE OB M R U T (BT 5 36(0) 2
FNEETHBAR -

. ERBEMKZARNEREORXBFERS
Z o ZERENE T B RT XA
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FINANCIAL STATEMENTS
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

22. AMOUNTS DUE FROM RELATED 22, fE R BE B 1 B FIE )

COM PAN I ES (Continued)

Note:
The amounts are interest free, unsecured and repayable on demand.

The Group’s credit limits offered to related companies are based on
assessment of their financial viability and reputation in the industry, including
historical payment records.

The Group applied general approach to provide the ECLs prescribed by
IFRS 9.

To measure the ECLs of amounts due from related companies, the balances
of RMB1,950,000 (2021: RMB1,950,000) are regarded as credit-impaired and
the remaining balances are regarded as not credit-impaired and have been
assessed based on individual assessment. The Group engaged the Valuer to
assess the credit rating for the related companies and applying the expected
loss rate ranging from 6.24% to 100% (2021: ranging from 7.59% to 100%)
over the gross carrying amounts for the year ended 31 December 2022. As at
31 December 2022, loss allowance amounting to approximately
RMB2,103,000 (2021: RMB4,600,000) was recognised based on individual
assessment by reference to the Group’s historical credit loss experiences,
adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of both the current conditions at the reporting
date as well as the forecast of future conditions.

BT -
ZERERRE  EERNERERER

AEBIRG T RB ARG EERER AN LS
A0 B IR B ) SR AE 17 22 79 #9528 (R 15 B A 30
85) BT -

REE R — MR I7A R BRI 75 S 22 R 957
FIRMTREIEEESE -

ArtERKEK AR REZBREEEE - %A
Eﬁm 9500007c(f ==~ — 44 : AR¥1,950,000

B AEERE MK TEHREREBELRE
BRE  AERERFHEETG #E_T =
F+-A=+—HILEE  A5EZEHEMAR
RIEE N Rl S B AP AR S BR M A 5B B A TE AR 18
KN FHR6.24%E100% (=T =—F : M FHKR7.59%
Z100%) c R=TE==F+=-F=+—H HAR
#2108,0007C (—F = —4F : AR#¥4,600,0007T)
2 EEREDIRERN T GEERER  EFC28BA
SEBTEEEBELS  THEBSAREEER &
BEAEAR L A R R R B HAET & AUAR L B R R AR
TER R 1 A% -

Movement in the ECL: JEHZEEENES -
2022 2021
—E-= T —F
RMB’000 RMB’000
AR T AREETTT
At the beginning of the year F4] 4,600 2,069
ECL allowance recognised ERBEEEEERE 153 3,751
Reversal (note) B o] (P ) (2,650) (1,220)
At the end of the year FR 2,103 4,600

Note:

As at 31 December 2022, approximately RMB2,650,000 (2021:
RMB1,220,000) of loss allowance was fully reversed because the Group has
transferred the right of debts of Zhejiang Zhongwei to FEA# during the year
ended 31 December 2022 (note 33(a)).
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

23. CASH AND CASH EQUIVALENTSAND 23. B4 RELZEYWUREIE

PLEDGED DEPOSITS

HIFER

2022 2021
s —E-—4F
RMB’000 RMB’000

AR¥T R ARETT

Cash and bank balances (note) R e RIRTTHESR (FEE) 31,015
Pledged deposits [mEwiVER 1,205
32,220

Note: Pt
2022 2021
—EC-_F =hgl= s
RMB’000 RMB’000
AR¥T R ARBFT
Denominated in RMB AARKEHE 29,450
Denominated in HK$ B TLEHE 1,136
Denominated in United States Dollar (USD) AETTEHE 429
Cash and cash equivalents Re KA EEEY 31,015

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. The bank balances and pledged deposits are deposited with
creditworthy banks with no recent history of default and thus, the credit risk
are considered to be insignificant.

ARBTREE B BKEMER - A REHDE
M HMNE B AR R CAEE - BER N EEER
) AKE R BE R L 2 INEEBRRITHEA
RESBKEMBEE -

BT S WRES B RITERF E B Z B &
BRERFI 8 - 417588 1 BRI T 2 BT B A
BORHNEEBET B SHRBRRAAL
FEK -
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FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

24. TRADE PAYABLES 24. B+ E B FIE
An ageing analysis of the trade payables as at the end of the R EARENE SHHRIBIEEE H AR
reporting period, based on the invoice date, is as follows: DT
2022 2021
g5 T —F
RMB’000 RMB’000

AR¥TR ARETT

Within 8 months SMEA KRR 28,298
3 to 6 months 3&61EA 4,324
Over 6 months 618 A A £ 5,530

38,152
Trade payables of the Group are non-interest-bearing and are AREBENESHBL A TE  —RER—
normally settled on terms of one to six months, extending to longer ERNEAARNES  EEHASENERERS4
period for those long standing suppliers. The carrying amounts of the FRMOEREMLELDER - ERESZIENE
trade payables approximate to their fair values. BEEEEAFEREE -

25. OTHER PAYABLES AND ACCRUALS 25 H fth fE {4 £k 18 % FELH 1B B

2022 2021

—E-—F T4

Notes RMB’000 RMB’000

BT ARET ARBT T

Contract liabilities BREE (@) 32,736 34,955
Other tax payables H AR IE (o) 165,527 207,326
Other payables and accruals Hih e RIE L ERTIE R (c) 204,282 170,706
Amount due to a director B —REEFIA 9 1
Salary payables EfEF < 1 0] 8,447

411,704 421,445
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For the year ended 31 December 2022 HE T - —F+ - A=+—HIFE

25. OTHER PAYABLES AND ACCRUALS

(Continued)

Notes:

(@)

Details of contract liabilities are as follows:

25 HiEARIE R EFTIEE @

BT -

@ AKBREFBET :

2022 2021
—E-—fF —T——%F
RMB’000 RMB’000
AR¥T T AREETTT
Short-term advances received from customers B =P UE Y B K
Sales of goods HEER 34,955

Contract liabilities include short-term advances received to deliver
products. The decrease in contract liabilities in 2022 was mainly due to
the decrease in short-term advances received from customers in
relation to the provision of sale of goods at the end of the year.

Included in the balances was mainly the value added tax payable of
approximately RMB149,991,000 (2021: approximately
RMB175,328,000).

Included in the balances was mainly the provision of surcharge for
overdue tax payment and equipment and construction costs payables
of approximately RMB178,942,000 and RMB7,473,000, respectively
(2021: RMB128,200,000 and RMB5,777,000).

AR E EBIERE R E M A M R A 52 B 2
Ko BNEBRZZE__FRL " HEEH
RERFEIRMEE 856 7 E L M R & 5 YR
R BB TUR D PR -

) FHALEBEITZAEMNEEHROARE
149,991,000t ( Z T = —F: H AR
175,328,000 7T) °

© FTAGEBREE BEHAT R N2 B K e
Rt RERA D B KA R 178,942,000
TR AR®ET7,473,000C(ZF=—F : HTA
R#128,200,0007t & AR #5,777,0007T) °
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For the year ended 31 December 2022 HE —T - —F+ - A=+—HItFE

26. AMOUNTS DUE TO RELATED 26. FE S EAEE A RIKIE
COMPANIES
Details of amounts due to related companies are as follows: FERMEB AT ZBE BN -
2022 2021
—E—_—F T —F
RMB’000 RMB’000

AR¥T R ARBTT

ERESTRREMBR AT EREEFRRRERBR AT
Yilong County Zhongwei Food Co., Ltd. ([fERESR K ])
(“Yilong County Zhongwei”)* 1,060
MIETNEBRBEERA MIETNEBRBEERA
Zhejiang Ruoxiachun Brewing Co., Ltd. ([HIZETHE]
(“Zhejiang Ruoxiachun”)* 10,000
N AR FE S B IR B R A A N R FE B IR B R A A
Huzhou Hurong Supply Chain
Management Co., Ltd. 6,365
17,425
The amounts are interest free, unsecured and repayable on demand. EAFRIEAR S « EEPWEREKEFERE -
“ The English translation of the names of the companies established in . R EKZ AR BB EEZERS
the PRC is for reference only. The official names of these companies ZE R AR IER B AR SCRZE -
are in Chinese.
==
27. AMOUNT DUE TO ULTIMATE 27. BN &RAEZER D BRIE
HOLDING COMPANY
The amounts are interest free, unsecured and repayable on demand. FRAFIEARRE - BEMWENEREER
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok 7 A 205 A P

T —F+_A=+—HItFE

For the year ended 31 December 2022 & £ —

28. INTEREST-BEARING OTHER

8. s S H AR

BORROWINGS
31 December 2022 31 December 2021
“E-"E+ZA=1-H —Z-—%+=A=1-H
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
BRBRFE (%) HH  ARBTR EEAE©%) HE ARETET
Current B
Lease liabilities (note 17(0)) HEBE (M 17(0) 4.75-4.90 1,308 4.75-4.90 2022 1,004
Other borrowings — unsecured @l E A (&2 — 4 18 ke 7.00-24.00 119,384 Y200} 2022 50,495
Other borrowings — secured P10 E fh (&2 — 1 G 10.65-15.32 pAV: R 10.65-15.32 2022 1,643,223
2,209,031 1,694,722
Non-current E:0
Lease liabilties (note 17(b)) MEBE (ME17() 4.75-490  2024-2029 PEXEE 475490 2023-2029 3,725
Other borrowings — secured V900 E i {3 — 7  bleloln - 15.32 2023 61,965
2,533 65,690
Total it 2,211,564 1,760,412
Analysed into: ST :
With one year or on demand R—ERNRER 2,209,031 1,694,722
In the second year BER 857 62,432
In the third year to fifth years, E-EERER 1,642 2,853
inclusive (BEMERBEEN)
Beyond five years AFEUE 34 405
2,211,564 1,760,412
ZEMBEFRAGT —T__FFIR 167
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For the year ended 31 December 2022 HE T -——F+-A=+—HIEFE

28. INTEREST-BEARING OTHER

168

BORROWINGS (Continued)
Notes:
(@) As at 31 December 2022, included in the balances was other

borrowings amounting to approximately RMB119,384,000 (2021:
RMB50,495,000) which was unsecured, bearing interest at 7.00% —
24.00% (2021: 7.42% — 24.00%) per annum and repayable within one
year (2021: repayable within one year).

As at 31 December 2022, included in the balances was other
borrowings amounting to approximately RMB2,088,339,000 (2021:
RMB1,705,188,000) which was secured, bearing interest at 10.65% —
156.32% (2021: 10.65% — 15.32%) per annum and repayable within
one year (2021: repayable within one to two years), in which
RMB1,683,214,000, RMB170,601,000 and RMB234,524,000 (2021:
RMB1,358,534,000, RMB138,736,000 and RMB207,918,000) was
from FIACH, BN REIH T and #EXELE respectively. Mr. Chen Wei
was the chief executive of the # /N = 8 3 71, which is the holding
company of B A4 and j#E B & (note 36(b)).

As at 31 December 2022, the Group’s other borrowings amounting to
approximately RMB1,671,025,000 (2021: RMB983,393,000) in
principal amount were overdue and the related overdue interest
expense of approximately RMB179,357,000 (2021: RMB48,600,000)
(note 8) was recognised for the year ended 31 December 2022.

At the end of the reporting period, certain of the Group’s assets were
pledged to the lenders for securing the other borrowings granted to the
Group.

The carrying values of these assets are:

fias -

(@)

Notes

(o

28. ;T EHMER @

RZZE_—F+=-—A=+—8 " st A\&EHBE
HApERAH AR #E 119,384,000 (=T = —
& AR #¥50,495,0007T) @ 3% 5A A &K
- BEREN THR7.00%E24.00%:1E (=
T — 4 742%E24.00%) W B —F R
BE(CZ=——F: AR —FRNEE) -

RZZEZ=F+=ZA=+—8 " st A&EHBE
H b A A R #2,088,339,0007t (= &
——%: AR#1,705,188,0007T) & #%H
BEIKE - BEFE10.65% 2 15.32% (=
T4 1065%515.32%)%#%3‘?25\75@*
FRNEE(ZZZ—F  BR—ZMERE
B ﬁ¢)\§’§§1,683,214,0007_t~/\§’ﬂ5
170,601,000 7T K& A I 5 234,524,000 7T ( =
T ——4F: AR¥1,358,534,0007C * ARE
138,736,000 7T & A R ¥ 207,918,000 7T ) 7
BITR B FAH ~ N R B T AR EE -
PR3 55 A B T R I kA 2% it M0 352 AR 1 R 4R
N SR LI T 91T ER 4R & (B RE 36(0)) ©

R-ZZE_—F+-_A=+—8 AEEEM
BERAE L A ARE1,671,0250007T (=
——% : AR¥ 083,393,000t ) A E fib f& K
B kEEBEERIHARE
179,357,000c( —Z T = — F: AR ¥
48,600,00070) (IsE8) REE =T ==
+—A=t—HALEEER -

RBEHRR AEERETEERRTE
77 AERAREEFTERE BRI ER

ZEBEMNREER

2022
B
RMB’000
AR¥T T

2021
—E %
RMB’000
AREETTT

Property, plant and equipment LN
Right-of-use assets fEREEE
Inventories L=

16 211,737
17(a)
19 556,115

235,218
49,560
612,742

48,260

816,112

897,515

As at 31 December 2022, included in the balances was other
borrowings amounting to approximately RMB17,075,000 (2021:
RMB16,353,000) that were withdrawn on behalf of a related company,
Zhejiang Zhongwei. The amount was unsecured, bore interest at
24.00% per annum and repayable on demand.

Honworld Group Limited Annual Report 2022

RZBEZZF+=ZA=1+—8 't A%
ﬁiﬁﬁﬁﬂﬁmT&ﬁ&ﬂtﬂ%%ﬂiﬂﬁﬁt%%mﬁA
R #¥17,075000c( Z = —F: AR
16,353,0007C) ° % E A EEA  IRFEF| X
24.00% 5T 2B EKFEE ©



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2022 HE L -—F+-A=+—HIEFE

28. INTEREST-BEARING OTHER
BORROWINGS (Continued)

()

28. ;T EHMER @

Notes: (Continued) PisE (&)
The amount included certain sales and leaseback arrangements of ® EREER-_F_—F+-A=1—H i‘?é?
machinery and equipment with remaining lease terms of 1 year (2021: TR t( “EC—F i2}§¢) #E T
1-2 years) as at 31 December 2022. According to the sale and %H& ﬁ&ff@?ﬂ;zﬁﬁz *E?fmé@fﬂﬁ;
leaseback agreements, if no default occurs during the lease term, the ?%E,\j Wik‘ﬁ;? # IR 55 Bt
, ' , , ' ku%«iﬁzﬂﬂ BEEETAEA
ownership of the plant and machinery shall be automatically transferred
to the lessee at a nominal consideration.
The management assessed the accounting treatment and was of the EE%‘ BETTREE  BRRANEE LW
view that the Group have control over the machinery and equipment as RIGHEGEEGIRE - Th I$'§ E AR E
the Group had the option to acquire the assets at nominal consideration ﬁfﬁﬁf‘@% HRfERIEHEE é:f leit B E
at the end of the lease period. Thus the transfer of the machinery and /%éf?z%jé& )\E];IJ?’;}% §;@Z%§ﬁ§$
equipment to the lender did not satisfy the requirement of IFRS 15 to & Ep i;} RE N L
be accounted for as a sales of assets and the Group shall continue to BB R "kégfj%% B Rk
. ‘ B 6 B3N B0 3 13 OB R R EL 15
recognise the transferred assets as property, plant and equipment and 0
shall recognised transfer proceeds from the lender as other borrowings.
The following table sets out the details of the sale and leaseback TEHIR-—E——FRK—T——&F+—F4
arrangements as at 31 December 2022 and 2021: =+ —BERTERLTHEE -
As at 31 December 2022 R-B-Z-H+-A=+-—H
Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
ELAH & BERA=R FHA RES
(RMB) (%) (RMB)
(AR (AR¥)
21 January 2020 55,000,000 15.32% 20 January 2023 5,000,000
—T-TF—-A=+—H —T-=%—fA=+H
16 August 2021 48,000,000 12.45% 15 August 2022* 4,000,000
—E_—F\A+XAH —E-=F/\A+AHRA"*
20 August 2021 18,000,000 12.36% 19 August 2022* 850,000
—ZT_—F)\A=+H —E__FN\A+IB"
8 September 2021 13,000,000 12.53% 7 September 2022* 1,000,000
—T=—FNANR T _FNAER"
22 October 2021 35,000,000 12.43% 21 October 2022* 4,000,000
T —4F+A=+=H —E-—Ft+A=-+—8*
22 October 2021 33,000,000 10.65% 21 October 2022* 4,000,000
- —f+tHA=-+=H —E-_—Ft+HA=-+—H"*
21 January 2022 3,950,000 12.53% 21 January 2023 -
—_E__F#—HF—-+—H —E-=%—A=-+—H
21 January 2022 3,300,000 10.70% 21 January 2023 =
—E-—F#—F—+—H —E_=f-H=+—=H
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28. INTEREST-BEARING OTHER

170

BORROWI NGS (Continued)

Notes: (Continued)
() (Continued)

As at 31 December 2021

BisE : (&)
U] (#8)

28. st E HMt B @)

RZT=Z—F+=-A=+—H

Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
EEBH & R A= F|HH RES
(RMB) (%) (RVMB)
(AR¥) (AR#)
21 January 2020 55,000,000 15.32% 20 January 2023 5,000,000
—E_ZF—-A=-+—H —E_=F—A=TH
16 August 2021 48,000,000 12.45% 15 August 2022 4,000,000
—E=—FN\A+AH —TZ-_—_FNA+HAH
20 August 2021 18,000,000 12.36% 19 August 2022 850,000
T —fN\HA=+H —T-—FN\At+IA
8 September 2021 13,000,000 12.53% 7 September 2022 1,000,000
—ZE_—FNAANH —E__FNA+H
22 October 2021 35,000,000 12.43% 21 October 2022 4,000,000
—E-—4%+A-+—-H —E-_—#+A-+—H
22 October 2021 33,000,000 10.65% 21 October 2022 4,000,000
- —ft+HA=+=H —ZT==f+A=+—H
- As at 31 December 2022, the Group’s sales and leaseback - R-_T-_—F+—-_A=+—H' ' &%

arrangement amounting to approximately RMB147,000,000
(2021: Nil) in principal amount were overdue and the related
overdue interest expense of approximately RMB8,408,000 was
recognised for the year ended 31 December 2022.

All the Group’s other borrowings are denominated in RMB. The
carrying amounts of the Group’s other borrowings approximate to
their fair values.
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29. PROVISION FOR LOSS ON

UNAUTHORISED GUARANTEES

In the past, several unauthorised guarantees were entered into with
certain creditors as security for loans granted to the Associates of Mr.
Chen Weizhong as set out in note 36(a).

Due to the failure of repayment by the Associates of Mr. Chen
Weizhong, these creditors have commenced legal proceedings
against the Associates of Mr. Chen Weizhong as the borrower and
the Group as the guarantor. The court hearings against the Group as
the guarantor to five creditors have completed and court hearings to
two creditors are suspended. The court judgements for the
completed court hearings has released the Group’s liabilities on these
unauthorised guarantees.

As at 31 December 2022 and 2021, it was uncertain as to how much
the borrowers will be able to repay these creditors for the suspended
court hearings. Based on the legal advice, a provision of
RMB17,500,000 for loss on unauthorised guarantees, which was the
best estimate of the Group on the probable cash outflow of the
obligations under the financial guarantee contracts, was recognised
for the suspended court hearings for the year ended 31 December
2022 and 2021.

ZEMBERERARA

20. RERBRERBGRRE

SIS 360) FTEL - BEE T REEERER
T AR RSB A T B R AR
BT -

HREREBEENBBEAREER 256G
EADHREBEENBEA ERERA)
RAEB(ESERAN)RFERFDL - AH
BREASTHAREE(ERERA) KA
Bkt MEBEERANEREKAER - B
BORBT R B AR IR B BRIR A BB A B
AEEEEFRVELE

KRB =GR T=—F+=ZA=+—8"
REEZERRMME - ERA %%%E
ZEERANSBENTEE - REEEE
REBEEZT__FRF=_—F+= ﬂ
=+ —HLEFEEEZAREKM L - BR
BRERREBREE AR 17,500,0007T
I AREERET B ERAENETNBESR
B B A ET ©
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29. PROVISION FOR LOSS ON
UNAUTHORISED GUARANTEES

(Continued)

As at 31 December 2022

Creditors Borrowers

BREA BERA

Company A Zhejiang Zhongwei

AAEA TR

Company B Zhejiang Zhongwei

AAEB TR

Company C Zhejiang Ruoxiachun

NGIL® MIZET &

Company D Huzhou Wuxing Wucheng Wine Co., Ltd.
(‘Huzhou Wuxing Wucheng”)

AAED ANRESREEER AR
(DAMNRERR])

Company E Zhejiang Zhongwei

yNi= TR

Company F The Group

NGl A&

Company G Zhejiang Zhongwei

yNGi[e LRI
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20, AERERRBEREw®

R-B--F+=-A=+-—H

Unauthorised

guarantee

Unauthorised amount utilised
guarantee based on the
amount  court judgement
BEERAS

RBERE BRANRE
EREHE RERREHE
RMB’000 RMB’000
AR®T AR¥TR

128,000 108,000

Provision for loss
on unauthorised
guarantee

RERE
RRERRE
RMB’000

AR%TR
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For the year ended 31 December 2022 HE =T —F+=-A=+—HIEFE

29. PROVISION FOR LOSS ON
UNAUTHORISED GUARANTEES

(Continued)

29. REBEEREBEREw
As at 31 December 2021 R-E-_—F+_-_A=+—H

Unauthorised
guarantee

amount utilised

Provision for loss

Unauthorised based on the on unauthorised
Creditors Borrowers guarantee amount court judgement guarantee
R AR A
RS LHAAL AR
EREA A ERe®E RERRSHE EREEREB
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
Company A Zhejiang Zhongwei 30,000 30,000 15,000
NAEA LRI
Company B Zhejiang Zhongwei 40,000 20,000 -
AAEB LRI
Company C Zhejiang Ruoxiachun 8,000 8,000 -
AAlC HMIZETE
Company D Huzhou Wuxing Wucheng 20,000 20,000 -
YNGIID] N REETE
Company E Zhejiang Zhongwei 15,000 15,000 -
AAIE LRI
Company F The Group 5,000 5,000 2,500
NAEF AEE
Company G Zhejiang Zhongwei 10,000 10,000 -
AAElG LRI
128,000 108,000 17,500
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30. OTHER LONG TERM LIABILITIES

174

30. HttREAEE

2022 2021
—E-=

RMB’000

AR® T

T4
RMB’000
AREFT

Other long-term payables (note)
Provision for long service payment

KRR KRG

H b R HA R A 30 (K E)

100,000
6,090

106,090

Note:

On 6 May 2016, two wholly-owned subsidiaries of the Company, Huzhou
Chenshi and Huzhou Laohenghe, which is also a wholly-owned subsidiary of
Huzhou Chenshi, entered into an investment agreement with China
Development Fund Co., Ltd. (the “CD Fund”) (B2 R E £ AR A 7)) (the
“Investment Agreement”). Pursuant to the Investment Agreement, the CD
Fund agreed to subscribe for a 3.5% equity interest in Huzhou Laohenghe at a
total cash consideration of RMB133,000,000 (the “Capital Investment”) and
Huzhou Laohenghe shall pay the CD Fund a fixed annual return equal to 1.2%
of the Capital Investment from the date of the agreement. In addition, Huzhou
Chenshi has a contractual obligation to repurchase the entire equity interest in
Huzhou Laohenghe held by the CD Fund within 8 years according to the
repayment schedule under the Investment Agreement.

Further details of the Investment Agreement have been disclosed in the
announcements of the Company dated 9 May 2016 and 29 June 2016,
respectively.

As Huzhou Chenshi does not have the unconditional right to avoid delivering
cash to the CD Fund pursuant to the Investment Agreement, the Capital
Investment of RMB133,000,000 was recorded as a financial liability.

According to the repayment schedule under the Investment Agreement,
RMB50,000,000 was payable within the year ended 31 December 2023
(RMB33,000,000 was payable within the year ended 31 December 2022),
RMB50,000,000 (2021: RMB33,000,000) was reallocated as current portion
included in other liabilities as at 31 December 2022. The remaining balance
was payable on 2 February 2024.
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fia -

N AN TS AN = IR SN s = PN
M BRES B # PN A A0 (71 43 08 N BREC B0 2 8 Y /B
AR BERERESERAF((ERERES])
RIS E i (DEEBR ] - REOTE B - BHFE
FERESR S IAARK 133,000,000 R & LK
BRBEAMZEIED 3.5% M ((EXRALD M
MMEEBFABZ G NEGFRARBERED
SATHEENERRAA.2% K EFE B © thoh - M
REAESHNEML  ARBIEHENERERR
WAFRBECOERERES RN EEMHN2E
Pt -

ERIEGHENE - THBEOINARR AR
—E-RFRAANBRZZE—RERAZTNAEDN
RIRE

HRN AN BRI ERETEARERECABRAZERE
SRR S EGHEER - Bt AR 133,000,000
TTREAREARGEREASHEE -

BEEIEHBETHNERRBEX  BE-T==F
+ZA=+—HIEFEAER AR 50,000,000t
(BE-Z-_—F+-A=1t—BItFEERERMA
R #33,000,0007T ) * A R #50,000,0007C( =&
——4: AR#3300000T)R-_E-—F+=
A=+—HEHoREEFARMBEBENREBD -
BRTIEBRR - _MF_A =A% -
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30.HttREE @

(Continued)
Note: (Continued) MosE - (&)

The balance of other long term payables was analysed as follows:

2022
B
RMB’000
ARETT
Other long-term payables H fth = HAFE T 30E
Less: W
Portion classified as current portion included gD BB HEDETA
in other liabilities Hih&afE (50,000)
Non-current portion ERENE D
More than 1 but within 5 years —FERFUR 50,000
SHARE CAPITAL 31. R4
Details of movement of the share capital of the Company are as AR EBFIFT
follows:
At 31 December
2022
NIBZZF
+=A=+-H
RMB’000
ARETT
Authorised: SET
1,000,000,000 ordinary shares of USD0.0005 1,000,000,000 A& & A% T {& 0.0005 £ 7T
(RMB0.00305) each (AR#0.003057T) By @A
Issued and fully paid: BEEITRAR
578,750,000 ordinary shares of USD0.0005 578,750,000 & &% E 8 0.0005 % 7T
(RMB0.00305) each (AR#0.003057T) H) L@

ZEMBERERARA

HAith RN FIRERHDMAOT

—E - FFIR

2021
T —F
RMB’000
ARETTT

133,000

(33,000)

100,000

At 1 January
2021 and

31 December
2021
R-ZEZ—F
—RA—BAkK
—E—F

+=A=+-R

RMB’000
ARETT

3,050

1,767

175



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

S o B 5 e A B

For the year ended 31 December 2022 HE T - —F+ - A=+—HILFE

32. RESERVES 32. e

The amounts of the Group’s reserves and the movements therein for AREBRAFERBAFENHESSERE

the current and prior years are presented in the consolidated BEN G ERERNEEEREHRANE

statement of changes in equity of the consolidated financial Bl o

statements.

(@) Merger reserve (a) &OtHRE
The merger reserve represents the difference between the B OtHEEEBREED S MHERAA QR
Company’s shares of the nominal value of the paid-up capital FEAE P UR BB BT B A =) Y 48 2 PR AN T {3 B
of the subsidiaries acquired and the Company’s cost of /NG E A N NG b A5 3 N0
acquisition of the subsidiaries under the principles of the =F o

pooling-of-interests method.

(b) Capital reserve (b) ERHME

Capital reserve arises from the capital contribution by the BARBEEEREAANDNTZEREREATE o
controlling shareholders of the Company.

(c) Statutory surplus reserve (c) EERRFHE
Transfers from retained profits to the statutory surplus reserve BRE A EHER S T R R T ER
are made in accordance with the relevant PRC rules and R BB BE AR R IR BIA R AR R B
regulations and the articles of association of the Company’s ﬁjﬁjﬁ'}ﬁﬁ%ﬂﬂa’jzy&féﬁ%ﬁ,ﬁ\ljﬁﬁ
subsidiaries established in the PRC, and are approved by the WA MEREE e o
respective boards of directors.
33. NOTES TO THE CONSOLIDATED 3. rEEERERME
STATEMENT OF CASH FLOWS
(@) Major non-cash transactions @ EBFRERSH
° During the year ended 31 December 2022, the non-cash ° BE-_T-_—_F+-A=t—H
additions to right-of-use assets and lease liabilities in LFE  5A E B 55 Bk e
respect of lease arrangements for warehouse, plant and ERHNEAEEENREEAR
equipment was nil (2021: RMB3,902,000). RIERSEMAT (ZE—F :

AR #3,002,0007T) °

. During the year ended 31 December 2022, the Group . BHE_Z-—_F+=-A=1+—H
entered into a trilateral agreement among & A # and LEFE - AR B R A8 BT
Zhejiang Zhongwei such that part of the amount due to RIRETSZ =7 fhaz @ SPTEE29 B
B A # of approximately RMB19,036,000 included in AT B H A 5 3R RS R A A
interest-bearing other borrowings set out in note 29 was &9 518 4 A K # 19,036,000
settled by the transfer of right of debts of Zhejiang T+ LAME 5 22 P UL P IR A
Zhongwei set out in note 22 to FAH . KHBREEEN T FE -
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33. NOTES TO THE CONSOLIDATED B.AEREREXRMTE @
STATEMENT OF CASH FLOWS
(Continued)
(b) Changes in liabilities arising from financing activities are as (b) mEEBHFELEBENESHMOT
follows:
2022 —E-_F

Amounts Amount due

due toultimate

Lease Other Other to related holding
liabilities  borrowings liabilites  companies company
EREE EAREER

HEAHE HipfER HipBfE ARHAE ARHE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTRT ARWTR ARETR ARET:R

At 1 January 2022 R-ZE-_—%—Hf—H 1,755,683 139,090 17,425
Changes from financing cash flows ~ FtAE & m28E) 279,888 (33,000) (4,732)
Interest paid BAFE (12,410) = =
Non-cash: FBS
Interest expense FIEHE 203,598
Settled by transfer of right of PAEEZ T T R IR AR

debts of Zhejiang Zhongwei A3EE (3 33()

(note 33(a)) (19,036) -
Exchange difference ERZER - -
Other (note) Hft (Ff3E) (97)
At 31 December 2022 RZE-_—F

+-RA=+—H 2,207,723 105,993

EEMNBEARAT T _FER 177



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2022 HE =T —F+-A=+—HIEFE

33. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(Continued)

B.ZEBRERERMETE @

(b) Changes in liabilities arising from financing activities are as
follows: (Continued)

(b) mEEBHFELABNEHOT : (&)

178

2021 —E-—F
Amount due
Amounts due to ultimate
Lease Other to related holding
liabilities borrowings companies company
[N R SBARIER
HEGE H A& 5K UNCIE NAIFRIE
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETFTT ARETT ARETTT
At 1 January 2021 RN_E-_—F—A—H 40,563 1,454,923 10,968 44,755
Changes from financing cash flows Ft&R &R EE (39,959) 270,378 6,457 (134)
Interest paid BAFIE (2,554) (102,397) = -
Non-cash: FES :
Interest expense B 2,777 132,779 - -
New lease HE 3,902 - - -
At 31 December 2021 RZEBE-—%F
+-A=+—H 4,729 1,755,683 17,425 44,621
e i

Other include the decrease in provision for long service payment.
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33. NOTES TO THE CONSOLIDATED B.aEHERERMET @
STATEMENT OF CASH FLOWS
(Continued)
(c) Total cash outflow for leases (c) HEBRESARBELE
The total cash outflow for leases included in the consolidated FAGZEHeRERTNEERSRD
statement of cash flows is as follows: R ¢
2022 2021
—E-—HF T4
RMB’000 RMB’000

ARBTT ARBTT

Within operating activities R EEE 192
Within financing activities RS 24 [E 39,959
40,151
34. PLEDGE OF ASSETS 34. BEE W
Details of the Group’s assets pledged for the Group’s other REBE G EMERMIKBREENHEBSEHNE
borrowings are included in note 28(d) to the consolidated financial A B RS ER R EE 28(d) °
statements.
35. COMMITMENTS 35. &IE
The Group had the following capital commitments at the end of the REBRREARE FNHIERNEE :
reporting period:
2022 2021
—E-—fF —EF—%F
RMB’000 RMB’000

AR¥TR ARBTT

Contracted, but not provided for: BRTXBARGTIREAE ¢
Plant and machinery B K e 2S 9,791
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36. RELATED PARTY TRANSACTIONS

(@ Name and relationship of related parties controlled or (a)
significantly influenced by Mr. Chen Weizhong and his relatives

36. BRI S X5

PRI S e EL R (T R AT 8 e A MO B
BADENIBEZENEHR OB

180

(the “Associates of Mr. Chen Weizhong”): KRR :
Name Relationship
=L &

Mr. Chen Weizhong

The former executive director of the Company

BRETAB A RNAFIRIAITES

Mr. Chen Weidong Brother of Mr. Chen Weizhong
BRITER ST A4 BRETAR ST R

Ms. Xing Liyu Spouse of Mr. Chen Weizhong
M ELZ L BRIETR ST AL (B

Mr. Chen Jinhao Son of Mr. Chen Weizhong
Chen Jinhao 5t 4 BRETABEER T T

Zhejiang Zhongwei

Company significantly influenced by Mr. Chen Jinhao,
son of Mr. Chen Weizhong

bz ipANal” S = BR1ET B S £ HY 52 F Chen Jinhao Se £ B E 2 M)A )
Key Shine The Company’s ultimate holding company
Key Shine VNN Eoh= 2820 /NS
Hu Zhou Heng Peng Trading Company The subsidiary of Key Shine
Limited (‘Heng Peng”)
MMNEMEZERAT ([1ER]) Key Shine B 1 & A &

Huzhou Wuxing Wucheng

R B S A2
Zhejiang Ruoxiachun
MIETH

Yilong County Zhongwei

Company significantly influenced by Ms. Xing Liyu, spouse of
Mr. Chen Weizhong

RREBAEZEBMANELLBEZEN A

The associate of Heng Peng

(ERLE =N

Company significantly influenced by Mr. Chen Jinhao, son of
Mr. Chen Weizhong

ERE IR S PRAT S AR5 T Chen Jinhao St A BB E 2 A A

Laodafang Company significantly influenced by Mr. Chen Jinhao, son of
Mr. Chen Weizhong

EZXRE S PRAT S AR5 T Chen Jinhao St A BB E 2 A A
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36. RELATED PARTY TRANSACTIONS 36. HEAB AR S @

(Continued)

(o)  Name and relationship of related parties that are the group (o)  BRIE Sc 15 H sk AR 52 2 A0 AN R ELI
companies of J#JN R BT, controlled or significantly ﬁ%@@ﬁ((ﬁﬁﬁhﬁ’ﬁaﬂﬁ?ﬁﬁ@%
influenced by Mr. Chen Wei (“Wuxing Group”): 18 R BAR -

Name Relationship
£z £2RES

N R B T

A

W ELE

AN R ERARAR

Zhejiang Ailyaogou e-commerce Co., Ltd.
(“Zhejiang Aiyaogou”)

IR ZREFRBER QA
(M IZERE])

Huzhou Wuxing Hongcheng Hotel
Management Co., Ltd. (“Huzhou Wuxing
Hongcheng Hotel”)

IR EB RS BIE AR A A
(T34 0 SR B398 3 i |)

Huzhou Wuxing Hongcheng Huixin Valley
Hotel Management Co., Ltd (‘Huzhou

Wuxing Hongcheng Huixin Valley Hotel”)

MMNREEHR B LA B EBEEGRAA
([SHM R BRI E O AREIE )
Huzhou Wuxingyue City Hotel Co., Ltd.
(“‘Huzhou Wuxingyue City Hotel”)
M R BT AR E B BR A
(380 N SR 45 33 4 U )

Company having a security interest in shares of the Company
HEAARREIRMDERERNAR]

Subsidiary of 4/ 5= S 7

SN SR LI i ) B R )

Subsidiary of 4/ 5= S 7

SN SR LK i ) B R )

Subsidiary of 4/ 5= S 17

SN SR LK i ) B R )

Subsidiary of 4/ 5= S 17

SN SR LK i ) B R )

Subsidiary of 3 5= HEEL
AN R L T A B A A

Subsidiary of /1 52 S i
SN 5= LR T O B B A )

Subsidiary of /1 = B i
SN SR LR, T A B B A )
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36. RELATED PARTY TRANSACTIONS

(Continued)

182

()

In addition to the transactions detailed elsewhere in these

Ft+-A=t—HBILFE

36. HEAB AR S @

©)

Bz ERa M RREMADFFiR

consolidated financial statements, the Group had the following SN REBFERNFATEREER &
transactions with connected and related parties during the BARRS :
year:
2022 2021
—E-C T —4F
Name of related parties Nature of transactions Notes RMB’000 RMB’000
B A REME k3 AR®T T AREETT
Laodafang Sales of goods (i) 126 -
ZERE HEEMm
Yilong County Zhongwei Purchase of goods (i) 2,327 2,596
{Zke B AR IR BEEm
SEA N 5= BB T Interest expense (ii) 16,352 3,809
FER
Overdue interest expenses (ii) 15,513 527
B HRR 22
BRI Interest expense (ii) 158,500 89,086
B
Overdue interest expenses (ii) 155,436 44,818
BEAF SR
B R E Interest expense (ii) 21,739 12,193
AEFX
Overdue interest expenses (ii) 8,408 1,616
B EAR B2
ANt EEE IR AR AR Purchase of property, (ii) 2,291 6,365

N R AL e SR E IR AR A Al

Zhejiang Aiyaogou

ALIE R

Huzhou Wuxing Hongcheng Hotel

AN R BB IO [

Huzhou Wuxing Hongcheng Huixin
Valley Hotel

AN R BB 2O A

Huzhou Wuxingyue City Hotel

N R B AR B R

plant and equipment
BEWE KB NEE
Sales of goods
HE S m
Sales of goods
SHE S m

Sales of goods

HESm
Sales of goods

HEEM

(i)
(i
(i)

(i)

0] The sales and purchase of goods was charged in accordance
with contractual terms with related companies significantly
influenced by Mr. Chen Jinhao and Ms. Xing Liyu, son and
spouse of Mr. Chen Weizhong, respectively.

(ii) The interest expenses, overdue interest expenses and purchase
of property, plant and equipment were charged in accordance

with contractual terms.

(iii) The sales of goods was charged in accordance with contractual
terms with subsidiaries of M| 2 B3 7 .
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FINANCIAL STATEMENTS

% 0 U 5 A B
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36. RELATED PARTY TRANSACTIONS

36. EHEH A X F @

(Continued)
(©)  (Continued) © (&)
The above transactions were carried out in the ordinary course FZZRBEERBERBREE HHEE W
of business and conducted in accordance with the terms and TE RN R AR ST ©
conditions mutually agreed by both parties.
(d)  Compensation for key management personnel of the Group: ) ATEEXTEZEBEAENMHE :
Key management of the Group are members of the board of AEBFZEBEABAREFEENE - N
directors, as well as members of the “management board” of KSR EEEEZES |KE - £
the parent company. Key management personnel remuneration ZEBABHFMEIEUTHY
includes the following expenses:
2022 2021
—E-= T —F
RMB’000 RMB’000
ARET R AR®ETT
Salaries, allowances and benefits in kind e RMEEYFR 910
Performance related bonuses FRIGAAREAL 375
Pension scheme contributions RIKEFTEIHER 50
Total compensation paid to key SNTEEEERAENHESERE
management personnel 1,335
Further details of directors’ emoluments are included in note 11 EEWEME —FFHGETAGRR PR
to the consolidated financial statements. KMFEE11HR o
(e)  Provision of guarantees by related parties: )  FBAEE T FTIRMAYIE(R ¢

Details of the Group’s guarantees to related parties are
included in note 29 to the consolidated financial statements.

A& B R S R B ERF B IR AR
B IR M TE29
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37. FINANCIAL INSTRUMENTS BY

184

CATEGORY

The carrying amounts of each of the categories of financial

37. ZERE s eI A

instruments as at the end of the reporting period are as follows:

2022 —ET-—

Financial assets THEE

Trade receivables EUE 55108

Financial assets included in prepayments, T ATERTFRIE - B Ath FEWGRIE K&
other receivables and other assets EMEENSREE

Amounts due from related companies JE UL RS A B FRIE

Pledged deposits [REEEUIVES /4

Cash and cash equivalents BekReEEY

Financial liabilities TRIE &

Trade payables B E 550

Financial liabilities included in other payables STAEMENFE M EATEE B
and accruals TRBE

Other liabilities HihBE

Amounts due to related companies

Amount due to ultimate holding company

Financial liabilities included in other long term liabilities
Interest-bearing other borrowings

JREASF B 1 B R

A B AR IE AR A B RIA
AARMEHEENEREE
st BEAMER
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BEREBTARNREHROREENT

Financial
assets at
amortised cost
R R A
=1
LREE
RMB’000
ARET T

Financial
liabilities at
amortised cost
R
T2
cEAas
RMB’000
AR¥T T

50,020

213,441
50,000
12,693
48,751
50,000

2,211,564

2,636,469
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37. FINANCIAL INSTRUMENTS BY 37. ZEHETHEMIEw
CATEGORY (Continued)
2021 —_E-—F
Financial assets TREE
Financial
assets at
amortised cost
R SR AR
T2
TREE
RMB’000
AREET T
Trade receivables FEWE 55k 19,136
Financial assets included in prepayments, s AFER K IE H b sk TE &
other receivables and other assets HWEEAND i BhEE 19,933
Amounts due from related companies JE U B8 A B 3R 22,238
Pledged deposits BEHEBIFHR 1,205
Cash and cash equivalents He MRS EEY 31,015
93,527
Financial liabilities THIEE
Financial
liabilities at
amortised cost
78 £ [DIN
FrEHR
TRBE
RMB’000
AREFT
Trade payables BT E 5508 38,152
Financial liabilities included in other payables s AE M & 508 K FEEHIE B B
and accruals TRBE 179,164
Other liabilities HiaE 33,000
Amounts due to related companies FEAS BAESE 2 R RIR 17,425
Amount due to ultimate holding company FERT B AR A RIS/ IE 44,621
Financial liabilities included in other long term liabilities W\E@E%%EM@@%% 100,000
Interest-bearing other borrowings TR EMERK 1,760,412
2,172,774
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38. FAIR VALUE AND FAIR VALUE

39

186

HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of the Group’s
financial instruments as disclosed in note 37 to the consolidated
financial statements approximate to their carrying amounts largely
due to the short term maturities of these instruments.

There were no transfers of fair value measurements during the years
ended 31 December 2022 and 2021.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise amounts due to
related companies, amounts due to ultimate holding company,
interest-bearing other borrowings, pledged deposits, 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 and other
receivables and trade and other payables, which arise directly from
its operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The directors review
and agree policies for managing each of these risks and they are
summarised below.

39.1 Foreign currency risk

The Group is exposed to the foreign currency risk mainly
arising from changes in the exchange rate of USD against
RMB. The Group has not hedged its foreign exchange rate risk
based on the consideration that the foreign currency
transactions are not significant to the Group.
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SEeRMIANQAFEREREEBEMRE =
ZHAEETAME HFHRE -
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BILFE  AFEFEZRHTEERE o

MEREERFERBK

ZXEIE’]I%iwﬁIE\ B ¥R FE AT A B 2 B 3K
B ENREERARIFOR - 5t REMER
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T AEEESEEEAHEEBEEELD
HteMEEIAG MEKREZREARE
i FE U SRIE A % JE A B 5 SR IR e Bt JE A 3R
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39. FINANCIAL RISK MANAGEMENT 39. KEREEEERBE @
OBJECTIVES AND POLICIES (continued)
39.1 Foreign currency risk (Continued) 39.1 P& [ Ba ()
The following table demonstrates the sensitivity at the end of TREARERAEMEEGEIFTERNS
the reporting period to a reasonably possible change in the T NEBRKRATSTATEEA R ARE
USD exchange rate, with all other variables held constant, of ERESEHNRERARETERATEHIE
the Group’s loss before income tax and the Group’s equity. MEEEBHERRE -
Increase/
Increase/ (decrease)
(decrease) in loss
in foreign before
currency income tax
rate and equity
RRER{S B A

ShEE=R EiE R s
LA (TR &/ (8d)

% RMB’000
% AREBFIT
2022 —E-_F
If USD weakens against RMB T H A REEE
If USD strengthens against RMB =T H A REAE
2021 —s-—%
If USD weakens against RMB ST H A REE B 6) (18)
If USD strengthens against RMB 3T H AREHE 5 18
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39. FINANCIAL RISK MANAGEMENT 30. AREEEERBR @
OBJECTIVES AND POLICIES (continued)
39.2Credit risk 39.21 A A
Maximum exposure RAEE
The tables below show the credit quality and the maximum TRBTENAEEEZERRNEEE
exposure to credit risk based on the Group’s credit policy, ENBAEERE  ZEEHREIEHE
which is mainly based on past due information unless other RBEMRHER (BRIEEELERE
information is available without undue cost or effort, and year- TR BH AR AR S, 2% N BN R[S H E A&
end staging classification as at 31 December 2022 and 2021. BAZERR)ARR T —FF—
The amounts presented are gross carrying amounts for T F+_A=1t—"HWNFEEED
financial assets. oMY eERcREENIRAGRE -
As at 31 December 2022 R-EB-_—_F+-H=+—H
12-month
ECLs Lifetime ECLs
1218 A 5
FEER 2HEHEESR
Simplified
Stage 1 Stage 2 Stage3  approach Total

F1IER  F2ER  HER A% )
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTL ARETR ARMTR ARBTT ARET:R

Trade receivables* B E SRR
Financial assets included in prepayments, sF AJERFE « E i EUL
other receivables and other assets FEREMEER
SREE
— Normal** - — K
Amounts due from related companies  [EU A RIFIE
Pledged deposits BEAER
— Not yet past due — K Hf
Cash and cash equivalents BeRHASEEY
— Not yet past due — K Hf
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OBJECTIVES AND POLICIES (continued)

BEREEEE

—E-_—F+_A=+—HIEFE

ZRBE@®

39.2 Credit risk (Continued) 39.21= A = &)
Maximum exposure (Continued) R (E)
As at 31 December 2021 RW-ZT-——F+-A=+—H
12-month
ECLs Lifetime ECLs
1218 A 785
EEE#E 2HEHEEEE
Simplified
Stage 1 Stage 2 Stage3  approach Total
F1RE P& E% FEIMRE  BlRE Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFTT ARETT AREBTT ARETT AR®ETRH
Trade receivables* TEW R 5 FE* = = - 24,510 24,510
Financial assets included in prepayments, 5t AFEN 208 « Hhb el
other receivables and other assets PR E B ER
SREE
— Normal™ — —R™ 20,355 - 20,355
Amounts due from related companies  JEUREEEE A A ZUE - 24,888 1,950 - 26,838
Pledged deposits BEEAEH
— Not yet past due — R 1,205 - - - 1,205
Cash and cash equivalents ReRALEEY
— Not yet past due — R 31,015 = - - 31,015
52,575 24,888 1,950 24,510 103,923
N For trade receivables to which the Group applies the simplified CJ ?Jtﬂ&%?jﬁ;‘}ﬁi@ﬁ’ﬁﬁéﬁﬁ SH apra:olid

approach for impairment, information based on the provision
matrix is disclosed in note 20 to the consolidated financial

statements.

ke

The credit quality of the financial assets included in prepayments,

ek

other receivables and other assets is considered to be normal
when they are not past due and there is no information indicating
that the financial assets had a significant increase in credit risk

since initial recognition.

ZEMBERERARA

W5
ﬂﬁAi?

FAME  BERBBEENE
BTSRRI RE 20 B ER ©

AT HOR - R RRROA RS A
AENSBAENREREREAAN
BR ALY - I MARERENNR
RREANEREENEARREE
240 ¢
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

39.3 Liquidity risk

The Group’s policy is to maintain sufficient cash and cash
equivalents and have available funding through capital
contribution and other borrowings.

The maturity profile of financial liabilities as at the end of the
reporting period, based on the contractual undiscounted
payments, is as follows:

Within one
year or on
demand
o A0E
RERK
RMB’000
ARBTR
At 31 December 2022 R=ZZ=f+=A=t-H
Trade payables ERESTR 50,020
Lease liabilties HERRE 1,857
Financial liabilties included in AR MENTER
other payables and accruals [EFTEER
SREE 213,441
Other liablties Bk 50,600
Amounts due to related companies  JER B A AR 12,693
Amount due to ultimate holding N REERA A
company A 48,751
Financial liabilties included in AR RIS E
other long term liabiliies SHERE
Interest-bearing other borrowings it B EALfE R
(excluding lease liabilties) (TaiEREaE) 2,476,421

2,853,483

Financial quarantees issued (note) B BB &R (M)
Maximum amount guaranteed BREREE
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30. iEBEEREERBEm

39.3 B E b2
AEEOREARBRANRSRES
ZEY) - B BTEREME RIS
@0

RBERR - SBREERDITOERR
BB EERWT

More than Total

one year but contractual
less than More than  undiscounted Carrying
five years five years cash flows amount

—ENLEE ARRER

BEHUR EERE  REREAE & EE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARMTR  ARBTR  ARETR

50,020 50,020
4,395 3,841

213,441 213,441
50,600 50,000
12,603 12,693
48,751 48,751
50,600 50,000

2,479,076 2,207,723

2,909,576 2,636,469
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39. FINANCIAL RISK MANAGEMENT ERREEEERBR@®
OBJECTIVES AND POLICIES (continued)
39.3Liquidity risk (Continued) 39.3 7 Ep 1t L B ()
More than Total
Within one one year but contractual
year or on less than Morethan  undiscounted Carrying
demand five years five years cash flows amount
0 T S CYOp
RERE AFAR hENE  ReREEE REE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE  ARMTR  ARETT  ARETR  ARET:R

At 31 December 2021 R=B--#+-A=1-H
Trade payables [ERE 5708 38,152 - - 38,152 38,152
Lease liabilities HERRE 1,027 3478 1,095 5,560 4,729
Financial liabilties included in AR
other payables and accruals EZRER
LREE 179,164 - - 179,164 179,164
Other liabiliies Hi&fs 33,396 - - 33,396 33,000
Amounts due to related companies  [Ef} EEEAE)Z 17,425 - - 17,425 17,425
Amount due to ultimate holding JER AR R T
company EAE] 44,621 - - 44,621 44,621
Financial liabilties included in AR RIS B
other long term liabilities LREE - 101,200 - 101,200 100,000
Interest-bearing other borrowings 5 S E A fE
(excluding lease libilties) (P REREER) 1,898,627 73,727 - 1972,354 1,755,683
2,212,412 178,405 1,005 2,391,872 2,172,774
Financial quarantees issued (note) B ¢ BIF5 1R (Fi3h)
Maximum amount guaranteed RREREE 17,500 - - 17,500 17,500
Note: The amounts included above for financial guarantee contracts Mzt : P BEERAANSRARERE
are the maximum amounts the Group could be forced to settle ERXSUFERPBERSENS
under the arrangement for the full guaranteed amount if that MTA W EREZSENLTHEE
amount is claimed by the counterparty to the guarantee. Based MExmeE  REEEER E’\@zi
on the legal advice, a provision of RMB17,500,000 was —E__HR-_F-_—%+_-A
recognised for the year ended 31 December 2022 and 2021. ET+—HALEFEBRRABEARK

17,500,000 7T °
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39. FINANCIAL RISK MANAGEMENT

192

OBJECTIVES AND POLICIES (continued)

39.4 Capital management

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. The Group
manages its capital structure and makes adjustments to it in
light of changes in economic conditions. 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 monitors capital using a gearing ratio, which is net
debt divided by net debt plus total deficit. Net debt includes
trade payables, other payables and accruals, other liabilities,
amounts due to related companies, amount due to ultimate
holding company, interest-bearing other borrowings, provision
for loss on unauthorised guarantees and other long term
liabilities less cash and cash equivalents. The Group’s policy is
to keep the gearing ratio at a reasonable level. The gearing
ratios as at the end of the reporting periods are as follows:

30. iEBEEREERBEm

304K EE

AEBERNEEN T2 B BRRREERNE
BB SR N UARERIBRNERL
o AR EER R RBRRFREAE
B AREREKENAEEMEE R
MAEEEARRE - BEIFIGIRERR
B AEERSHEN FTRRAK
B REBRAR T RIR R EITHAL -

AEBRBEABBLXRERER &
e R F R B TG B OB 75 00 &5 4t 40 R T
o FEBBRERNESHIA - KMk
AR ETHEE - HthBE - BN
B NRIFOR - BN RERIZERABRIE
AHREMER  RERBEREBIERE
ARHEMERPEERRERESEE
Yo AEBNRRE{ERNB B ZM
FREEKT RBRERRNELAE
LR -

Group REE
2022 2021
== =E = —kE
RMB’000 RMB’000
ARET AREET T
Trade payables R E 508 50,020 38,152
Other payables and accruals Hiab et aE K EEHIE B 411,704 421,445
Other liabilities HihBE 50,000 33,000
Amounts due to related companies ARl NGIE 12,693 17,425
Amount due to ultimate holding company FEN SR ARIEAR A Bl IE 48,751 44,621
Interest-bearing other borrowings TR H MG R 2,211,564 1,760,412
Provision for loss on unauthorised R ERRESEEE
guarantees 17,500 17,500
Other long term liabilities HihREIEE 55,993 106,090
Less: Cash and cash equivalents W BENBEEEY (9,806) (31,015)
Net debt SFETS 2,848,419 2,407,630
Total deficit B Al 42 RE (1,808,163) (1,317,894)
Net debt and total equity FETS M R 1,040,256 1,089,736
Gearing ratio BEARRELE 273.8% 220.9%
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40. CONTINGENCIES

@)

On 6 December 2019, the Company received a writ of
summons by Natural Seasoning International (HK) Limited (the
“Plaintiff’) against, among others, the Company, Mr. Chen
Weizhong and Key Shine as defendants, on the ground that
Key Shine and Mr. Chen Weizhong have been in breach of
certain agreements in relation to, among others, the operation
of the Company and restrictions on disposal of shares in the
Company (the “Litigation”). Details of the Litigation were set
out in the announcement of the Company dated 16 December
2019.

Subject to receipt of further evidences or details of claim from
the Plaintiff; and after having taken into account, amongst other
factors, the fact that the Company is not a party to the
agreements leading to the Litigation, the Company does not
consider that the Litigation will have any material adverse
impact on the business and/or operations of the Group and
accordingly have not made any provision for any claim arising
from the Litigation, other than the related legal and other costs.

On 26 September 2022, FA I has signed a letter of commitment
to cover all of the provision for the loss in the unauthorized
guarantees of approximately RMB17,500,000 (note 29) and the
borrowing that were withdrawn on behalf of Zhejiang Zhongwei
of approximately RMB17,075,000 (note 28), including the
respective interest expenses, penalties and legal costs of these
unauthorised guarantees and borrowing in present and the
future.

41. EVENTS AFTER THE REPORTING
PERIOD

(@) Agreements with related parties

In 2023, FEAM, MM R BT and #HEXFLE have confirmed
that they do not intend to demand payment from the Group for
the amount due to them for a period of twelve months from the
date of approval of these consolidated financial statements.

40. AR EIE

@)

E—NE+TZARB  NAREE
Natural Seasoning International (HK)
Limited ([ % 1) a1 (AL AR B248) A A R
E%%ii@?‘ii&Key Shine (1E & &) 8
R AR EE - Bl AKey Shme&ﬁ%
1¢I/@%$EL&EE§(E§$@%)$
EERHEARAR ﬂﬂﬂ‘ﬁﬁ%ﬂﬁ’\ﬁé?ﬁ%%
([ZERFR]) o ZFAHFIFHN AR F
BRR-Z—NETZA+REHRM -

HAEEEE B RAAARE %1??9’]
BEHIE XERI(EFBE) AR

I FESI BEZ AR AR BRI AT - Eﬁ(lﬁt
ZAUN TITN‘ EZSJ%E’A;‘%T$‘$I¥5W
R,/ REBERERMERATHNTZE &
i 3 4 A 5% o 7A TR B (E ) 2= M8 (4B RS
ERREMRARERIN) FHEEA -

RZZBEZ—FAAZ+/NB  @AHD
BRIAGEK  META R ERIELERE
18 B E 4 A K 17,500,000 7T ( Ff 5
29) + BA R AR R AT Fp R IR ER B 1E TR A
AR #17,075,0007C (M £28) © B 1&
RIS EER R AR E B R ARRAIEE
FERAE  SIRRERER -

4. EHEREER

(a

ZEMBERERARA

EARARE 5 VR

R-B-=4 @A HNRERD
BABMARER  ERER AR
BREASEH+ —EABM - wE
B RS 2 55 XA$EIHMO
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41. EVENTS AFTER THE REPORTING

194

PERIOD (Continued)

(b) Enforcement of share mortgage against the

shareholding of a controlling shareholder

Reference is made to the Company’s announcement dated 27
February 2023 regarding the enforcement of share mortgage
against the shareholding of a controlling shareholder.

Pursuant to a share mortgage deed dated 2 April 2019 (the
“Wuxing Share Mortgage”) entered into between Key Shine
(as the mortgagor) and Wuxing HK (as the mortgagee), Key
Shine charged 229,424,000 shares in the Company (the
“Mortgaged Shares”), representing approximately 39.64% of
the issued shares of the Company, in favour of Wuxing HK.

On 24 December 2019, an interim injunction order made by
the High Court of Hong Kong against Key Shine, prohibiting
Key Shine from the selling, trading, transferring, assigning,
conveying or otherwise disposing of any of the shareholding in
the Company registered in the name of Key Shine (the
“Order”). The board of directors of the Company has been
informed that Wuxing HK is planning to enforce its rights in
relation to the Mortgaged Shares, which is subject to, inter alia,
the discharge of the Order.

By an order granted by the High Court of Hong Kong on 17
February 2023, the Order was discharged to the extent of the
229,424,000 Shares charged by Key Shine to Wuxing HK
pursuant to the Wuxing Share Mortgage.
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42. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

42. 751X B Y I AR R

Information about the statement of financial position of the Company RIPEERIK - BEARQ BB B RKHER
at the end of the reporting period is as follows: IR
2022 2021
eS8 T —F
RMB’000 RMB’000
ARET T AREEFTT
ASSETS AND LIABILITIES BEEREE
Non-current assets EREBEE
Investment in a subsidiary RH B AT MWIEE =
Current assets REEE
Prepayments, deposits and other receivables ~ FB1T3R18 - 124 & HAb EU /1 577
Amounts due from subsidiaries JEUR Z T B A A1 FRIE o
Cash and cash equivalents ReE KRS EEY 165
Total current assets FREBEERE 742
Current liabilities REBAE
Other payables and accruals HEMEMRIERERTIER 11,068
Amount due to ultimate holding company JE R AIE R A R FE 21,102
Amount due to a director BN —REERR 10
Total current liabilities FBAERE 32,180
Net current liabilities and net liabilities REBAEERER
S&%E (30,341) (81,438)
EQUITY s
Share capital f& A 1,767 1,767
Reserves (note) it (5E) (32,108) (33,205)
Total deficit B AR (30,341) (31,438)

Less than one thousand.

o Amounts due from subsidiaries of approximately RMB789,047,000

ke

(2021: RMB783,105,000) was fully impaired during the year ended 31
December 2022 after management’s collectability assessment on these

balances.

ZEMBERERARA

SR—F

EEBBYHZSAHETIIEETEE -
JE U 2 R BT BB A R 5 IB 4 A R #5 789,047,000
T(ZEZ=—F : AR¥783,105,0007T) %
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42. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY (continued)

196

42. 7K N B R BT &R OR R ()

Note: PiE
A summary of the Company’s reserves is as follows: RARREBEREELT :
Exchange
Share fluctuation Accumulated
premium reserve losses Total
RHnE EXRBEE E- 3 st
RMB’000 RMB’000 RMB’000 RMB’000
ARKETTT ARKETTT ARBTT AREETTT
At 1 January 2021 R-—ZE=-——F—F—H 817,201 15,620 (858,267) (25,446)
Total comprehensive loss for the year £ X 2 E B4 %8 - (1,777) (5,982) (7,759)
At 31 December 2021 and N-ZZBE—_—HF+=-A=+—8H
1 January 2022 rE—E-_—_F—H—H 817,201 13,843 (864,249) (33,205)
Total comprehensive loss for the year 5 N4 A EiE4EEE - 8,553 (7,456) 1,097
At 31 December 2022 R-B-—f#+-A=+—8 817,201 22,396 (871,705) (32,108)
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