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CORPORATE INFORMATION

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
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Grand Cayman KY1-1111
Cayman lIslands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC
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Food and Industrial Park
Wuxing District, Huzhou City
Zhejiang 313000, PRC
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HONG KONG

Room A5, 7/F
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1008 Tai Nan West Street
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CORPORATE INFORMATION

Aibgs;

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

Chungs Lawyers in association with DeHeng Law Offices
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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MANAGEMENT DISCUSSION AND ANALYSIS

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 the first half of 2021, we attained
the following achievements:

1. Our research projects, including Key Technologies and Applications
for Electronic Nose and Intelligent Online Analysis, as well as Key
Technological Development and Applications for Yellow Wine Tank
Storage and Aging Quality Control, were awarded by China National
Light Industry Council the second prizes in both Scientific and
Technological Invention and Scientific and Technological
Advancement;

2. We were awarded the “2020 Model Enterprise for the Construction
of Integrity Management System in the Food Industry of Zhejiang
Province Q020 FEEMIE R M IE XN EEEBRER RS L
%) ” by the Zhejiang Food Industry Organization (7L & & & L ¥ 1%

=)

()
= ).

In the first half of 2021, the global market and the China market were
comparatively sluggish due to the novel coronavirus (COVID-19) pandemic.
As players in the condiment market further competed against each other
for the existing consumer demands, the competition was increasingly
intensified, and consumers became keen on the cost-effective
consumption. While adhering to prevention and control amid the pandemic,
the Group actively adapted to changes in the market. By continuing to
implement its fundamental principle of “focusing on natural brewing cooking
wine industry and refining other industries”, the Group made orderly
progress in rectifying internal control, conducting sales reform, and
restructuring production.

In the first half of 2021, the Group held a meeting focused on the next-five-
year operation, whereby elaborating the future development strategy and
planning, objectives, and ideas in various areas, including sales and
marketing, product quality, production management, research
management, and internal control and administration.
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MANAGEMENT DISCUSSION AND ANALYSIS

o PR o i B g A

In the first half of 2021, the Group achieved a sales revenue of
approximately RMB122.8 million, representing an increase of approximately
RMB16.2 million or around 15.2% from the same period in 2020. On one
hand, as distributors could not withstand the resurgent pandemic
outbreaks in various regions, with some of these distributors facing closure,
the Group made timely adjustments to the regular customers by dividing
their respective market and adding potential distributors for partnership. On
the other hand, due to the general improvement of the national COVID-19
pandemic, our non-online channel sales increased by 16.2% from
approximately RMB99.1 million in 2020 to RMB115.1 million in the first half
of 2021. During the second quarter, the Group’s sales from various sales
channels appeared to be back on the trajectory towards growth.

In the first half of 2021, cooking wine products remained as a major source
of our revenue, accounting for approximately 66.7% of our total revenue. In
addition, as our soy sauce production capacity has not been effectively
released, sales revenue of our soy sauce products in the first half of 2021
was approximately RMB14.1 million, accounting for approximately 11.5%
of our total revenue. In terms of market strategy, we continued the
implementation of the market penetration strategy in 2021 with an aim to
cope with the adverse impact of the pandemic on the business
environment by strengthening our distribution network (particularly those in
the Yangtze River Delta region). We have maintained the number of
distributors at approximately 658, and fully extended the network to cover
30 provinces, autonomous regions and municipalities across the country.
In order to cope with the aforementioned market penetration strategy and
to deal with the adverse effects of the pandemic, the Group adjusted its
product structure to increase the proportion of sales of high-end products
with relatively higher gross profit.
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MANAGEMENT DISCUSSION AND ANALYSIS

The loss attributable to ordinary equity holders of the parent company of
the Group was approximately RMB126.2 million (30 June 2020: RMB624.6
million), representing a decrease of approximately 79.8% as compared to
the corresponding period of 2020, mainly due to the aforementioned
increase in revenue and gross profit. In view of the growing demand of our
customers and the anticipated sales growth of soy sauce, rice vinegar,
sesame oil and fermented bean curd products brought by the further
development of the sales channels, we consider that a rich and diversified
condiment products portfolio would be more beneficial to the business
development of the Group in the coming years. Thus, we are pursuing in-
depth development for the industry chain of the Group’s condiment
products at multiple levels, thereby establishing Lao Heng He as a
diversified condiment manufacturer with cooking wine as a dominant
product.

Our profitability mainly depends on product pricing and our cost of sales,
marketing strategy and the product structure and mix. We are actively
monitoring any potential risk factors that may have impact on our financial
results, and trying to mitigate any upward pressure on costs and expenses
with more efficient operation, higher profit margins and better product mix
and sales channels. However, the Group faces certain risks in its business
development, including: (1) the risk of significant increase in production
costs, such as the increase in the prices of subsidiary agricultural products,
rising packaging cost and labour cost; (2) the negative impact on our sales
due to changes in customers’ spending habits in condiment products; (3)
the greater-than-expected increase in market expansion costs and selling
expenses; (4) the possible failure of our new products to obtain market
recognition in the short run; (5) the more complicated sales policies and
credit terms management due to the rapid increase in the number of
distributors; and (6) the adverse effects of the resurgent COVID-19
pandemic.

GOALS AND STRATEGIES

In the second half of 2021, the economy saw a steady recovery following
the effective control of the pandemic in the PRC. However, the instability of
the global pandemic control and the rising prices of international
commodities have put certain pressure on the domestic industrial chain.
Given the opportunities and challenges of the economic environment in the
PRC, we will adhere to a consumer-oriented sales strategy. By
“diversifying” resources to develop products for different sales channels,
we are committed to achieving higher customer loyalty. We focus on our
business segments to provide consumers with higher-quality, safer and
healthier naturally-brewed condiment products.
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MANAGEMENT DISCUSSION AND ANALYSIS

o PR o i B g A

Our business goal is to enhance our position in the condiments industry by
leveraging on our leading position in the cooking wine industry to diversify
the sales channels and conduct sales of portfolio products. On one hand,
we will further increase the input in establishing the marketing team and
training our staff while enriching the product structure of the Company and
offer a variety of high-quality products commensurate with the spending
power of the general public. In respect of the expansion of distributors, we
will continue to cooperate with capable distributors through our diversified
sales channels. On the other hand, in terms of production and operation
management, the Company updated its existing equipment and workshops
to improve working efficiency at lower labor costs. In exercising quality
control, we followed the principle that product quality is the lifeline of an
enterprise, and strictly carried out product quality control procedures to
prevent shipments of any unqualified products from our factory facilities. By
adopting the above measures, we will continue to actively improve the
market share of our “Lao Heng He” brand in the PRC market.

In line with the key proposal to accelerate the cultivation of a complete
domestic demand system by comprehensively encouraging consumption,
promoting traditional consumption, cultivating emerging consumption and
developing service-oriented consumption under the 14th Five-Year Plan
and in view of the new spending patterns due to the pandemic, we also
actively accelerated the development of new retail channels and enriched
our online products. A batch of new platforms with strategic cooperation
have been formed, such as the online platform of KA (Key Account) malls
and supermarkets, the community e-commerce platform, and the
e-commerce platform for group-buying members, which achieved multi-
dimensional and full coverage of promotional effects through live stream
videos, short videos, etc. In addition, we also strived to activate the linkage
of social e-commerce and the community to create a community
distribution model for all shopping guides.

We always pay close attention to and actively address any risks that may
come along with the growth of business. In the second half of 2021, we
released the vitality of the marketing team by reforming its sales regions
and sales personnel in response to the possible negative impact caused by
the incompetence of our sales teams in the sales of the Group’s products
under the influence of the pandemic. Meanwhile, we also continue to
further strengthen the credit risk management of customers by
strengthening credit approval and establishing an information sharing
platform for distributors to deal with the risks caused by the pandemic.

“LLao Heng He” strives to become a preferred choice of consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS
B 2L i S0

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)
— basic and diluted

Selected financial ratios

Gross profit margin (%)

Net loss margin attributable to owners
of the Company (%)

LBITDA margin (%)

YR E

YA

EH
AREEEARIEEE

BRASHE TER
HIHATEE (RIS
BR - ERBHEAEER])

FhEE(ARE)(HiEa)

— ERR#ET

BB e =
EHME (%)
ARBEEAEBIEFEEEX (%)

BRFE B\ ER
B 58 A B 18 2R (%)

Gearing ratio (note b) (%)

Notes:

BEARAELE X (HFED) (%)

(@) Please refer to note 11 to the financial statements for the calculation of loss

per share.

(o) The gearing ratio is based on net debt divided by total deficit plus net debt as
at 30 June 2021. 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, amounts due to ultimate holding
company, interest-bearing bank and other borrowings, provision for loss on
unauthorised guarantees and other long term liabilities.

Rupdel
5

AEBEEHBEEWT

Six months ended 30 June
BZEASA=1THILAREA

2021
—E_—_—fF
RMB’000
ARBT T

122,783
31,218

(126,226)

(59,535)

(0.22)

25.4

(102.8)

(48.5)
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2021
—B-—F

ARA=+H t-HA=+—H

(@) AEERERNGET X

11 e

) HRZZT——

Period-to-

period

2020 change

T REARE

RMB’000 %
AREETTT
(restated)
(FE51)

106,548 15.2

21,630 44.3

(624,616) (79.8)

(558,826) (89.3)

(1.08) (79.6)

20.3 251

(586.2) (82.5)

(524.5) (90.8)

31 December Period-to-

2020 period
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%
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MANAGEMENT DISCUSSION AND ANALYSIS

o PR o i B g A

Revenue

The revenue of the Group increased by 15.2% from RMB106.5 million for
the six months ended 30 June 2020 to RMB122.8 million for the
corresponding period of 2021, primarily attributable to the combined effect
of factors such as the slowdown of our growth due to COVID-19 pandemic
and adjustments of key customers, the normal operation of supply chain
and the development of new products.

Revenue from the Group’s cooking wine products increased by 12.9% from
RMB72.5 million for the six months ended 30 June 2020 to RMB81.9 million
for the corresponding period of 2021, primarily due to the aforesaid reasons.

Revenue from the Group’s soy sauce products increased by 7.0% from
RMB13.2 million for the six months ended 30 June 2020 to RMB14.1
million for the corresponding period of 2021, mainly attributable to the
combined impacts of factors such as a slowdown in the COVID-19
pandemic in 2021 and optimization of product structure.

While introducing new products to the market, we have also continued to
adjust our product portfolio of rice vinegar and other products by reducing
the production volume of underperforming products during this period. As
a result, the revenue from rice vinegar and other products increased by
28.4% from RMB20.9 million for the six months ended 30 June 2020 to
RMB26.8 million for the corresponding period of 2021.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, increased by 7.9% from RMB84.9 million for the
six months ended 30 June 2020 to RMB91.6 million for the corresponding
period of 2021, primarily attributable to the combined effect of slight
increase in revenue and the rising price of raw materials and energy.

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 44.4% from approximately RMB21.6
million for the six months ended 30 June 2020 to approximately RMB31.2
million for the corresponding period of 2021, and the gross profit margin
increased from 20.3% for the six months ended 30 June 2020 to 25.4%
for the corresponding period of 2021. The increase in gross profit margin is
primarily due to an increase in the proportion of sales of products with high
gross profit.

Other Income and Gains

Other income and gains decreased by 69.0% from approximately RMB8.7
million for the six months ended 30 June 2020 to approximately RMB2.7
million for the corresponding period of 2021. Other income and gains
primarily include subsidy received, interest income and foreign exchange
gain, net. The decrease in other income and gains for the period was
primarily due to the decrease in government subsidies received, interest
income and gain from sale of materials.
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MANAGEMENT DISCUSSION AND ANALYSIS

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, travelling expenses, and remuneration for our sales
employees. The Group’s selling and distribution expenses increased by
2.4% from approximately RMB28.9 million for the six months ended 30
June 2020 to approximately RMB29.6 million for the corresponding period
of 2021. The Group’s selling and distribution expenses as a percentage of
the Group’s revenue decreased from 27.1% for the six months ended 30
June 2020 to 24.1% for the corresponding period of 2021, primarily
because we reduced the expenses of marketing service fees due to the
pandemic.

Administrative Expenses

Administrative expenses decreased by 9.1% from approximately RMB33.3
million for the six months ended 30 June 2020 to approximately RMB30.3
million for the corresponding period of 2021, mainly due to the combined
effect of the following two factors: (i) decrease in research and development
expenses; and (ii) decrease in salary of the Group’s management
personnel.

Finance Costs

Finance costs increased by 7.9% from approximately RMB49.0 million for
the six months ended 30 June 2020 to approximately RMB52.9 million for
the corresponding period of 2021. The increase in finance costs is primarily
attributable to the increase in average borrowing amount.

Loss before Income Tax

As a result of the foregoing, the loss before income tax decreased by
79.8% from approximately RMB622.5 million for the six months ended 30
June 2020 to approximately RMB126.2 million for the corresponding period
of 2021.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2020: 25%) on the
taxable profits, in accordance with the existing legislation, interpretations
and practices. Pursuant to the approval from the National Office of Leading
Group for Administration of Hi-tech Enterprise Recognition (% B & #7 % fif
PERTEEE T EEENEI A F), Huzhou Laohenghe Brewery Co.,
Limited (8 N 2 18 7 B 3& & [R 2 7)) and Huzhou Laohenghe Wine Co.,
Limited (A1 Z1EFB B R A Al), both being wholly-owned subsidiaries
of the Company, were granted the “New and Advanced Technology
Enterprise” (& ¥ i (&2 ) qualification and were entitled to the preferential
tax rate of 15% for three consecutive years commencing from 2019.

Income tax expenses decreased from approximately RMB2.1 million for the
six months ended 30 June 2020 to approximately RMBnil for the
corresponding period of 2021, mainly due to the Group incurred losses
during the current period.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Loss per Share Attributable to Ordinary Equity Holders

of the Company

Basic loss per share decreased from RMB1.08 cents for the six months
ended 30 June 2020 to RMBO0.22 cents for the corresponding period of
2021, mainly due to the decrease in net loss caused by the reasons stated

above.

Net Loss Margin

Net loss margin decreased by 82.5% from 586.2% for the six months
ended 30 June 2020 to 102.8% for the corresponding period of 2021,
which was mainly attribute to one-off loss arising from the incident as a

result of the aforesaid reasons.

FINANCIAL AND LIQUIDITY POSITION

Working Capital Management

Prepayments, deposits and other receivables

Details of prepayments, deposits and other receivables as at 30 June 2021

and 31 December 2020 are as follows:

AAREBERESFE ARGERER

EREABEERBE_ZE_ZTF A=A~ E
AHARB1.08D R E_ZT_—FRBNWARE
0227 » FERZMHAR EXFRAEBUEEER D
FfrEk o

FEBE
FEEXREE S _TF A= THLEAEAR

586.2% &l 182, 5%1_ ;_*ﬁﬂﬁﬁm 102.8% -
FEZHAR LAl RAEMBEGEE—IXIEEETE

MR REE SR
EEASER
R - & RAMBR

R—_E-_—FNA=+BER-_ZE-_ZTF+_A
=+ —HHOBEMNKIE  Re REMEUGRIEFBR
T

Prepayments for fixed assets

Prepayments for procurement of
condiment products

Other prepayments

Deposits and other receivables

&€ & R TR R
PRI SRR Y TR 5RIR

H BRI
1B N Al FEUGK

Less: Portion classify as non-current assets

B DBEAIEREEENID

Current portion included in prepayments,
deposits and other receivables

FTATRNTIA - e R
H it B FIRR R EN EB (D

30 June 31 December

2021 2020

= — — 4 T T

ANA=+H +=—A=+—H

RMB’000 RMB’000

AR®T ARBT T

Notes (Unaudited) (Audited)
BitEE (REER) (fEEZ)
(i) 1,072 3,463
(ii) 1,105 2,837
1,596 1,652

23,599 23,309

27,372 31,261
(16,569) (15,714)

15,547
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MANAGEMENT DISCUSSION AND ANALYSIS

(i) Prepayments for fixed assets primarily included the following two
aspects: (1) prepayments to equipment manufacturers in respect of
customised equipment for the Group; and (2) prepayments to the
main contractor pursuant to the master construction contracts. The
directors estimated that RMB1.1 million of the prepayments for fixed
assets would be settled in a period of 24 months upon
commencement of the corresponding construction/installation
projects, respectively.

(ii) Prepayments for procurement of condiment products primarily
included the prepayments for procurements of raw materials from
independent third party suppliers to ensure the steady supplies of
agriculture products.

Trade Receivables

Trade receivables primarily represented the receivables for goods sold to
the distributors. Trade receivables turnover days decreased from 44 days
for the year ended 31 December 2020 to 37 days for the six months ended
30 June 2021, which is attributable to the adoption of contract terms in the
form of “payment in advance” in respect of transaction contracts by the
Company.

Inventories

Inventories decreased from approximately RMB684.9 million as at 31
December 2020 to approximately RMB663.4 million as at 30 June 2021
primarily due to decrease in the number of work in progress. A substantial
part of our inventories are work in progress, mainly represented by semi-
finished base wine, base soy sauce, base vinegar, soybean paste and
fermented bean curd in the brewing period.

We regularly monitor the inventory level maintained by our distributors. Our
sales representatives maintain frequent telephone or email commmunications
with our distributors to inquire about their monthly inventory reports, and
pay regular visits to their warehouses. Our sales representatives conduct
statistics on the inventory of 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 keep optimal stock level and
our products are sold to end sellers 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.
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Borrowings

As at 30 June 2021, the Group’s total borrowings amounted to
approximately RMB1,616.4 million (31 December 2020: RMB1,495.5
million). The Group’s principal sources of liquidity include cash generated
from business operations, bank and other borrowings. The cash from these
sources was primarily used for the Group’s working capital and the
expansion of production capacity. Presently, the Group does not employ
any financial instruments to hedge against the interest rate exposure.

Exchange Risk

The Group conducted its business primarily in China with the majority of its
revenue and expenditures denominated in Renminbi. The Group does not
have a foreign currency hedging policy. However, the management will
monitor the situation and will consider hedging any significant foreign
currency exposure should the need arise.

Liquidity and Financial Resources

As at 30 June 2021, the Group had cash and cash equivalents of
approximately RMB4.9 million (31 December 2020: RMB8.4 million). As at
30 June 2021, the Group had interest-bearing bank and other borrowings
of an aggregate amount of RMB1,616.4 million (31 December 2020:
RMB1,495.5 million), which were denominated in RMB, repayable within
four years and bearing interests at 3.9% to 24.0% per annum. As at 30
June 2021, the gearing ratio was 203.6% (31 December 2020: 189.6%).
The gearing ratio is calculated based on net debt divided by total deficit
plus net debt as at 30 June 2021. 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 bank and other borrowings, provision
for loss on unauthorised guarantees and other long term liabilities.

Capital Commitments

Capital commitments as at 30 June 2021 amounted to approximately
RMB5.4 million (31 December 2020: RMB5.0 million), mainly related to
equipment installation works in condiment workshop.

Contingent Liabilities

Save as disclosed in note 25 to the condensed consolidated interim
financial information in this interim report, as at 30 June 2021, the Group
did not have any other material contingent liability.

Pledge of Assets

Please refer to note 20(f) of interim condensed consolidated financial
statements for details of pledge of assets of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Except as disclosed in this report, to the best knowledge and belief of the
Directors, the Group has not entered into any off-balance sheet guarantees
or other commitments to guarantee the payment obligations of any third
party. The Group does not have any interest in any unconsolidated entity to
which the Group provides financing, liquid capital, market risk or credit
support or for which the Group engages in leasing or hedging or research
and development or other services.

FUTURE PROSPECTS

Under the current international economic conditions and due to the
pandemic, enterprises are under mounting pressure for their operations
due to the rising price of raw materials. The proportion of household
consumption of condiment products is expected to increase, with an
increasingly noticeable trend of the consumer consumption, as well as
differentiation in urban and rural consumption, age structure and functional
needs in the direction of standardization, functionalization, flavoring, and
rejuvenation. The development of network-based information has further
diversified the distribution channels, followed by a variety of new retail
models such as community group buying and livestreaming marketing, and
the proportion of catering and entertainment consumption is expected to
decrease accordingly. Therefore, the Company will continue to commit
resources to the supermarket, distribution and online e-commerce
channels related to household consumption in the short term. In the long
run, the Group still believes that the catering market will be the main growth
point of its future business as the post-pandemic recovery continues in the
catering industry. The Group is committed to developing and gradually
launching value-for-money products suitable for consumption in the
catering market to gain a larger market share.

As for the cooking wine market, 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 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 procurement, wine quality, storage years and brewing
technology of its products, aiming at boosting the market share and sales
price of the Group’s cooking wine products. With the food safety and
environmental protection measures deepening, the Group, as a 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” brand
with more room for development.
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MANAGEMENT DISCUSSION AND ANALYSIS
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In addition to maintaining the leading position of our cooking wine products,
we will endeavor to adhere to our strategy of other “diversified” 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” 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” products will continue to
grow in China.
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SUPPLEMENTARY INFORMATION

SUPPLEMENTARY INFORMATION

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 industrial
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.

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 member 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.

Suspension of Trading

On 19 January 2021, the Company announced that it became aware that
Mr. Chen Weizhong, a former executive Director and chief executive officer
of the Company, had been held in criminal custody by the Public Safety
Bureau of Wuxing District of Huzhou City* (BN T AL B R # 5 F). For
further details, please refer to the announcement of the Company dated 19
January 2021. Subsequently, Mr. Chen Wiezhong has tendered his
resignation as an executive Director, the chief executive officer and an
authorised representative with effect from 2 February 2021. Mr. Chen has
also tendered his resignation from all of his roles and duties as director,
legal representative and/or general manager in several principal subsidiaries
of the Company. For further details of his resignation, please refer to the
announcement of the Company dated 2 February 2021.
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SUPPLEMENTARY INFORMATION
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Since 30 March 2021, the trading in the shares of the Company on the
Stock Exchange has been suspended. For further details of the suspension,
please refer to the announcement of the Company dated 30 March 2021.

After that, Ernst & Young resigned as the auditors of the Company with
effect from 26 April 2021. The Company then appointed Grant Thornton
Hong Kong Limited as the auditors of the Group with effect from 12 May
2021 to fill the casual vacancy following the resignation of Ernst & Young.
For further details of the resignation of Ernst & Young and the appointment
of Grant Thornton Hong Kong Limited, please refer to the announcements
of the Company dated 26 April 2021 and 12 May 2021.

Subsequently, the Company has received a letter from the Stock Exchange
dated 18 June 2021 respectively, setting out certain resumption guidance
for the Company to satisfy before the trading of its securities would be
allowed to resume. For further details of the resumption guidance set forth
by the Stock Exchange, please refer to the announcement of the Company
dated 22 June 2021.

For further information in relation to (1) the resumption progress of the
Company during the report period; (2) delay in publication of annual
financial results of the Company and delay in dispatch of annual report of
the Company, please refer to the announcements of the Company dated
29 March 2021, 26 April 2021, 24 June 2021 and 29 June 2021.

Material Event(s) After the Reporting Period

The Company has received letters from the Stock Exchange dated 20 July
2021 and 27 July 2022, setting out certain additional resumption guidance
for the Company to satisfy before the trading of its securities would be
allowed to resume. For further details of the additional resumption guidance
set forth by the Stock Exchange, please refer to the announcements of the
Company dated 23 July 2021 and 3 August 2022,
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SUPPLEMENTARY INFORMATION

For further information in relation to (1) the resumption progress of the
Company; (2) delay in publication of certain annual and interim financial
results of the Company and delay in dispatch of certain annual and interim
reports of the Company; (3) the establishment of Independent Investigation
Committee (as defined in the Relevant Announcements); (4) the
appointments of Independent Forensic Accountant (as defined in the
Relevant Announcements), Internal Control Consultant (as defined in the
Relevant Announcements) and financial adviser; (5) the update on the
Independent Investigation (as defined in the Relevant Announcements) and
the key findings of Independent Investigation; and (6) the key findings of the
supplemental Independent Investigation and key findings of the Internal
Control Consultants, please refer to the announcements of the Company
dated 23 July 2021, 16 August 2021, 30 August 2021, 29 September
2021, 10 November 2021, 29 December 2021, 29 March 2022, 31 March
2022, 11 May 2022, 30 May 2022, 29 June 2022, 3 August 2022, 12
August 2022, 31 August 2022 and 27 September 2022 (the “Relevant
Announcements”).

Employees & Remuneration Policies

As at 30 June 2021, the Group had a total of 466 employees (31
December 2020: 422). The employees’ cost (excluding directors’ and chief
executive’s remuneration) of the Group was RMB17.4 million during the six
months ended 30 June 2021 (six months ended 30 June 2020: RMB20.3
million). The remuneration policies, bonus and training programs for
employees of our Group were implemented continuously according to the
policies disclosed in the Group’s annual report for the year ended 31
December 2020 and no change has been made during the six months
ended 30 June 2021.

Significant Investments Held

The Group did not hold any significant investments as at 30 June 2021 (31
December 2020: nil).

Material Acquisition and Disposal of Subsidiaries,
Associates and Joint Ventures

There was no material acquisition and disposal of subsidiaries, associates
or joint ventures during the six months ended 30 June 2021.
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SUPPLEMENTARY INFORMATION

Purchase, Redemption or Sale of Listed Securities of
the Company

During the six months ended 30 June 2021, neither the Company, nor any
of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

Plans for Material Investments or Capital Assets

There was no future plan for material investments or capital assets as at 30
June 2021.

Dividend Policy

Policy on payment of dividend of the Company is in place setting out the
factors in the determination of dividend payment of the Company, including
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.

Interim Dividend

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2021.

Corporate Governance

The Company recognises the importance of good corporate governance
for enhancing the management structures and internal control procedures
of the Company as well as preserving the interests of the shareholders as a
whole.

The Company has adopted the code provisions set out in the Corporate
Governance Code (the “Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) since the Listing Date as its own code to govern its corporate
governance practices. The Board also reviews and monitors the practices
of the Company from time to time to maintain and improve the high
standard of corporate governance practices.

20 Honworld Group Limited Interim Report 2021

BE BOIEEALQF LHES

BE-T-—F~A=+ALAEA  ARARK
EANBATMEEE « BES L& AR TET
% o

BEAREHELREERE
R=B=—FAA=+H  EESREARANE
AAEHRREE -

IR BB

ARREHIERBIKNBER - SAEEANRARE
IKNWEZE - BREARBNRABNEN RIEHE
ERALRH - BREBIKNHSERRZR  ZBERE
TERRSMERESERHESTREEN

PR S

EEgRETHBE_ZE-_—FXA=1+H I E
HEREFBPHRE -

ARARARFLEEANEEN - HTMBAL
A2 EREERABELRST - AR REERER
Rz -

B LB HE - ARR S RN PTRES EH AR R
(T Em AR A P sk et =B A<t A (TP AL
FRELE) SRS IMERE ARG B R EXE RS
BESTRI - EFENE TR L ER AR RN
A AEAMER T 0 E SR PRI EERTER



SUPPLEMENTARY INFORMATION

Save and except as disclosed below, the Company has complied with the
code provisions stipulated in the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules for the six months ended 30 June 2022.

Pursuant to code provision A.4.2 (which has been renumbered as code
provision B.4.2 with effect from 1 January 2022) of the Code, all directors
appointed to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after appointment. Every director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years. No annual general
meeting of the Company was held since 29 June 2020. Therefore, no
Directors have been subject to retirement and re-election by the
Shareholders at the annual general meeting.

As disclosed in the Company’s announcement dated 30 March 2021, 26
April 2021, 24 June 2021, 30 August 2021, 31 March 2022 and 31 August
2022, (1) the publication of the annual results for the year ended 31
December 2020 and 31 December 2021; (2) the dispatch of the annual
report for the year ended 31 December 2020 and 31 December 2021; (3)
the publication of the interim results for the six months ended 30 June
2021 and 30 June 2022; and (4) the despatch of the interim report for the
six months ended 30 June 2021 had been delayed (the “Delay”). For
reasons of the delay, please refer to the mentioned announcements.

The Delay constitutes non-compliance of Rules 13.49(1), 13.46(2)(a),
13.48(1) and 13.49(6) of the Listing Rules respectively. The failure to lay the
financial statements for the year ended 31 December 2020 and 31
December 2021 before its members at an annual general meeting within 6
months after the end of the financial year constitutes non-compliance of
Rule 13.46(2)(b) of the Listing Rule.

The Company had kept the Shareholders and potential investors informed
of the progress of the aforesaid matters by announcements. Eventually, the
mentioned annual results and interim results were released and published
on the websites of the Stock Exchange and the Company in September
2022. It is expected that the relevant reports will be despatched in due
course. The Board is of the view that the aforesaid delays are one-off
incidents and that the aforesaid matters had been/will be rectified eventually
and the Company had complied with the Listing Rules in keeping the
Shareholders and investors informed of the progress of the aforesaid
matters.
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SUPPLEMENTARY INFORMATION

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 to review and monitor the practices of the
Company with an aim to maintain and implement a high standard of
corporate governance practices.

Model Code for 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 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 the Directors confirm that they have complied
with the Model Code during the six months ended 30 June 2021. In
addition, the Company is not aware of any noncompliance of the Model
Code by the senior management of the Group during the six months ended
30 June 2021.

Change in Corporate Positions

With effect from 2 February 2021, Mr. Chen Weizhong has tendered his
resignation as an executive Director, the chief executive officer and an
authorised representative and Mr. Liu Jianbin has been appointed as an
executive Director, the chief executive officer and an authorised
representative.
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SUPPLEMENTARY INFORMATION

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN
SECURITIES

As at 30 June 2021, 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 “SFO”)) (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 chief executive, as at 30 June 2021,
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 RSB —FXA=+TBREXLQTRNA
underlying Shares of the Company as at 30 June 2021 RiHBERKRMODHERZEAE
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital™
EARAF
BFERGH ERTRAK
Name =28 ERitE HERGHE R SERa A
Chen Weizhong® PRigTR @ Interest of a controlled 283,018,750 (1) 48.90%
corporation
X LB R
Beneficial interest 2,682,000 (L) 0.46%
EanfEs
Key Shine Global Holdings Key Shine Global Holdings Beneficial owner 283,018,750 (L) 48.90%
Limited® Limited® EREAA
ZEMBEERAF —ZT=-—FHHRE 23



SUPPLEMENTARY INFORMATION

Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
NG|
BERGR ERITRAE
Name 58 ERtE HERGEHE i Al
Ms. Xing Liyu® MHELZLTO Interest of spouse 285,700,750 (L) 49.37%
e {B s
Wuxing City Investment HK REWE (BB BRAR Person having a security 229,424,000 (L) 39.64%
Company Limited® interest in shares
BERMHERERZNAL
Huzhou Wuxing Chengshi Touzi WMREH I EEREE Person having a security 229,424,000 (L) 39.64%
Fazhan Jituan Youxian Gongsi® BRAR interest in shares
BERHEREENAT
Huzhoushi Wuxingqu State-owned M R B2 [= Bl & R L& Person having a security 229,424,000 (L) 39.64%
Assets Supervision and BRSO interest in shares
Administration Services Centre® BEROEFAERZHAL
Hwabao Trust Company Limited ~ ZEZ AR ET QA Beneficial owner 72,625,000 (L) 12.55%
(as Hwabao Overseas Markets (fEBEERIIMIGIRE EnEAA
Investment No. 2 QDII 257 %% 32-8 Hi QDI
Single Unit Trust Plan 32-8)¢! B-Be{Ertara)o
Chongging Zhongxin Rongbang BEPIEARESR D Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BRAE%)O corporation
(Limited Partnership)® R LE RS
Tibet Zhongxin Ruiyin mEPFEREEEE Interest of a controlled 72,625,000 (L) 12.55%
Investment Management BRARE corporation
Co., Ltd.® X EE R
China Innovative Capital RETREIE R Interest of a controlled 72,625,000 (L) 12.55%
Management Limited®! ERBRARO corporation
AR
Beijing Zhonghai Jiacheng R EEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® EEBRAAEO __corporation
XA E R
Zhonghai Shengfeng (Beijing) FERYE(JER)BEARERE Interest of a controlled 72,625,000 (L) 12.55%

Capital Management Co., Ltd.®
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SUPPLEMENTARY INFORMATION

Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
BARAT
BFERMDH ERTRAK
Name a8 EaitE HERGEE ESER A
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 (B1#8 China Seasoning agreement to buy shares
(HK) Limited)® International (HK) described in s.317(1)(a);
Limited) © and (i) Person having a
security interest in shares?”
) BE=HEAA  ()BE317(1)
(@) f&RPTILEY B AR Tk
— W —HABHAL R
(i) BB B 0 B B R HO A
+m
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 (B11%% China Seasoning XL 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
X EE RS
Lunar Capital Partners IV GP, LP®  |unar Capital Interest of a controlled 345,700,750 (L)® 59.73%°
Partners IV GP, LP® corporation
X EE R
LCM-IV General Partner Ltd.© LCM-IV General Partner Ltd.®  Interest of a controlled 345,700,750 (L)® 59.73%°
corporation
R E R
Mr. Mao Huixin® FEEHEEO Person having a security 52,000,000 (L) 8.98%
interest in shares
BEROEREENAT
MERIDIAN HARVEST LIMITED® MERIDIAN HARVEST LIMITED®  Person having a security 52,000,000 (L) 8.98%
interest in shares
BRBRMBREROAL
SUPER SUN & MOON SUPER SUN & MOON Interest of a controlled 52,000,000 (L) 8.98%
CO., LIMITED! CO., LIMITED" corporation
R E
Osiris International Trustees Osiris International Trustees Interest of a controlled 52,000,000 (L) 8.98%
Limited(? Limited(? corporation
EEER
(L): represents long position L) : EFE
ZENBEGRART —ZT_—FPHRE 25



SUPPLEMENTARY INFORMATION
i 7o B R

Notes:

26

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 30 June 2021.

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 (43
MR I K R & B A R A al) which is in turn wholly-owned by
Huzhoushi Wuxingqu State-owned Assets Supervision and Administration
Services Centre (#1111 R i [& B 5 & 7N BS B B 32 R 7% 4 0»). Accordingly,
Huzhou Wuxing Chengshi Touzi Fazhan Jituan Youxian Gongsi (j# /1] = 8 3
% & % E % E A R 2 F) and Huzhoushi Wuxingqu State-owned Assets
Supervision and Administration Services Centre (J8/1 T = Ml & ({5 & AR 5 &
EILRRIEH 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) (2
EFTERAEETAR(ERETEIIMISIRE 25 X532-8H1QDIIE —&
% {5 T 57 &) (‘Hwabo Trust”), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (& & & #7 &t & & &
(A R A %)) (“Chongging Zhongxin (LLP)’), which is managed by Tibet
Zhongxin Ruiyin Investment Management Co., Ltd. (FEiEi T $T SRR EEEH
[RA7]) (“Tibet Zhongxin”).

Tibet Zhongxin is controlled by China Innovative Capital Management Limited
(FFELAIE A%ZE AR A A (“China Innovative Capital’), as to 100%.
China Innovative Capital is controlled by Beijing Zhonghai Jiacheng Capital
Management Limited (1t /8= EAREIZBR A A]) (‘Beijing Zhonghai
Jiacheng”), as to 40.8%. Beijing Zhonghai Jiacheng is controlled by Zhonghai
Shengfeng (Beijing) Capital Management Co., Ltd. (P8R L (It 7)) EAREE
A R A 7l) (“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 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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SUPPLEMENTARY INFORMATION

(7) 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.

8) 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.

(10) 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 30 June 2021, 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.

Arrangements to purchase shares or debentures

At no time during the six months ended 30 June 2021 was the Company,
its holding company, or any of its subsidiaries, a party to any arrangement
to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debt securities including debentures of the Company or any
other body corporate.
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SUPPLEMENTARY INFORMATION

AUDIT COMMITTEE

The audit committee of the Board as of the date of this report (the “Audit
Committee”) is comprised of four independent non-executive Directors,
namely Mr. Ng Wing Fai (chairman), Mr. Shen Zhenchang, Mr. Sun Jiong
and Mr. Gu Wei.

The primary duties of the Audit Committee are to assist the Board by
providing an independent view of the effectiveness of the financial
information, financial reporting system, internal control and risk
management system of the Group, to oversee the audit process, to
develop and review the Group’s policies and to perform other duties and
responsibilities as assigned by the Board. The Audit Committee has
reviewed the accounting principles and policies adopted by the Group
together with the management and discussed auditing, internal controls
and financial reporting matters.

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of the remuneration committee comprises Mr.
Shen Zhenchang (chairman), Mr. Ng Wing Fai and Mr. Sun Jiong. All
members of the remuneration committee are independent non-executive
directors.

NOMINATION COMMITTEE

To comply with the Code, a nomination committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of nomination committee comprises Mr. Sun
Jiong (chairman), Mr. Ng Wing Fai and Mr. Shen Zhenchang. All members
of the nomination committee are independent non-executive directors.

SUFFICIENCY OF PUBLIC FLOAT

According to the information publicly available to the Company and within
the knowledge of the Board, as at the date of this interim report, the
Company has maintained the public float as required by the Listing Rules.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
175 A ol L i B L 2 v W i

For the six months ended 30 June 2021 HZEZ -~ —F XA=1+HI1L/XEA

(Unaudited)
(REER)

Six months ended 30 June
BEAA=1THLAEA

2021 2020

s —E T

RMB’000 RMB’000

ARBT T ARBTT

Notes (Restated)

P =E € ==x71))

Revenue WA 5.1 122,783 106,548

Cost of sales il JDN (91,565) (84,918)

Gross profit EF 31,218 21,630

Other income and gains E b A R 5.2 2,729 8,722

Selling and distribution expenses FHE AR (29,599) (28,873)

Administrative expenses THHX (30,297) (83,338)

Loss arising from the Incident EMELNER 7 - (510,460)

Impairment losses RS (931) (1,565)

Other expenses HEfx 8 (46,430) (29,600)

Finance costs RUE R AR 9 (52,916) (49,035)

Loss before income tax BRETEBiATEE 6 (126,226) (622,525)

Income tax expense T8 i =2 10 (2,091)

Loss for the period HREE (126,226) (624,616)
Loss per share attributable to ARAEEBERBEAEBLCER

ordinary equity holders of B8
the Company
Basic and diluted (RMB) EARES (ARE) 11 (1.08)
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR

LOSS AND OTHER COMPREHENSIVE INCOME
757 A o L i B LA 2 v W i

For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

(Unaudited)

(REER)

Six months ended 30 June
BEAA=1THLAEA

2021
—EB-—F
RMB’000
ARBT T

Loss for the period HREE (126,226)

Items that will be reclassified subsequently RE#ZEEHF S BEEIBENER
to profit or loss

Exchange differences: MEHZR
Exchange gain on translation of WE G INETE I SRR M IE IS
financial statements of foreign operations 354
Total comprehensive loss for the period HAZEEEASE (125,872)
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2020
—E-TF
RMB’000
ARBTT
(Restated)

(B&E7)

(624,616)

2,573

(622,043)



CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

57 WA 55 5 A 5 IR DL A

Asat30June 2021 —E - —FxA=+H

(Unaudited) (Audited)
(REEER) (fEE=Z)
30 June 31 December
2021 2020
s —E T
ANA=+H +ZA=+—H
Notes RMB’000 RMB’000
B5E ARBT T ARBTT
ASSETS AND LIABILITIES BEEREE
Non-current assets FRBEE
Property, plant and equipment ME - BB NERE 13 281,627 282,487
Right-of-use assets EREEE 50,201 50,859
Other intangible assets HEmEEEE 1,618 1,367
Prepayments, other receivables and TERFE - Hitb UGB R E A
other assets EE 16 16,569 15,714
350,015 350,427
Current assets RBEE
Inventories =g 14 663,366 684,926
Trade receivables FEWE 538 15 23,677 20,414
Prepayments, other receivables and TERRE - HitbE B R E A
other assets BE 16 115,599 111,416
Amounts due from related companies FEUR B N R FB 11,312 31,851
Pledged deposits [ iER N 17 939 230
Cash and cash equivalents ReRBeEEY 17 4,885 8,443
819,778 857,280
Current liabilities pE=RE
Trade payables e 5508 18 37,319 42,739
Other payables and accruals H e RIE R EFTIER 19 351,249 364,918
Amounts due to related companies JE S EEHS R B 3R IE 11,960 10,968
Amount due to ultimate holding company FERN SRR A BRI 44,787 44,755
Interest-bearing bank and other borrowings &2 817 R HME R 20 1,551,634 1,408,963
Provision for loss on Unauthorised guarantees 7 152 1 J&{R &5 18 5 & 17,500 27,500
Tax payable JFEB A 77,794 82,621
2,092,243 1,982,464
Net current liabilities B EEFE (1,272,465) (1,125,184)
Total assets less current liabilities BEERRBERE (922,450) (774,757)
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

57 W &5 WA 5 R DL 2

Asat30June 2021 —ZE - —FxA=+H

(Unaudited)
(REER)
30 June
2021
—EB-—F
~A=+A
Notes RMB’000
B5E ARBT T
Non-current liabilities FkREBEE
Interest-bearing bank and other borrowings 5+ /2 8877 & B & 5% 20 64,763
Other long term liabilities B REEE 21 139,153
203,916
Net liabilities aERE (1,126,366)
EQUITY s
Share capital N 22 1,767
Reserves s (1,128,133)
Total deficit AL RE (1,126,366)
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(Audited)
(&)

31 December
2020
—E-TF
+=-A=+—H
RMB’000
ARBETFTT

86,523
139,214

225,737

(1,000,494)

1,767

(1,002,261)

(1,000,494)



CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

i A &5 A HE 22 58 B R

For the six months ended 30 June 2021 HZEZ -~ —F XA=1+HI1L/XEA

Attributable to owners of the Company

ARRREAELR
Statutory ~ Exchange
Share Share Merger Capital surplus  fluctuation Accumulated Total
capital premium reserve reserve reserve reserve losses deficit
HE B

BE  BBER  GHERE  ARRE  BBRR  RERR  ZIER  BARE
RMBO00  RMB000  RMB'OO0  RMBOO0  RMBO00  RMBOO0  RMB'000  RMBO0O

AR®TR ARBTR ARMTR AR®TR ARETR ARMTZ ARETR  ARMTR

At 1 January 2021 (Audited) RZZ--%¥-F-H
(BZ1) 817,201 (1,000) 2802 (1812752  (1,000,494)
Loss for the period FnEe (126,226)  (126,226)
Other comprehensive income for ~— EARE M2 EME
the period:
— Exchange diferences on - BREBNFHNES

translation of foreign operations £

Total comprehensive loss for SnrEFRES

the period

(126,226)  (125872)

At 30 June 2021 (Unaudited) RZBS--%/A=1H

(REEY) 817,201 (1,000 23319 (1,998,978  (1,126,366)
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

57 W &5 5 BE i &?)ﬁ%

For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

Attributable to owners of the Company

ARAEEARLE
Retained
Statutory Exchange profits/ Total
Share Share Merger Capital suplus fluctuation  (Accumulated equity/
Capital premium resenve reserve reserve reserve losses) (deficit
EE EY RENME/ BEs/(BR)
ke BROEE  AbREE 0 EABE 0 RBGE  RBEE  (ZHER) %%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR  ARETR  ARETn  ARETR  ARETR  ARETR  ARETR
At 1 January 2020, RZBZTE-f-H
as previously reported (ERFMER) 1,767 856,556 (1,000 7,003 24,262 19186 1453200 2,360,974
Impact of prior year adjusiments and  F—FEREREHHEH
reclassfications ] - - - - - (1264) (2480659  (2,481929)
At1 January 2020, R-E_2F-A-H
as restated (mE7) 1,767 856,556 (1,000 7,003 24,262 17922 (1,027,459 (120,949)
Loss for the period HRER - - - - - - (624,616) (624,616)
Other comprehensive income for — EARE (2 EME
the period:
— Bxchange differences on - BEENBNEL EE
translation of foreign operations - - - - - 2573 - 2573
Total comprehensive loss for BNEEEREE
the period - - - - - 2,573 (624,616) (622,043
Final 2019 dvidend declared BER-T-NEREKS
(note 12) (RzE12) - (39,359) - - - - - (39,355)
At 30 Jung 2020, as restated RZZZZERA=TH
(m&5) 1,767 817,201 (1,000 7,003 24,262 2049%  (1,652,075) (782,347)
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CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS
&R Bl it B R

For the six months ended 30 June 2021 HZEZ -~ —F XA=1+HI1L/XEA

(Unaudited)
(RER)

Six months ended 30 June
BZEANA=1THILLA<EA

2021 2020
—E-—fF —E-TF
Notes RMB’000 RMB’000
P EE AR¥T T ARBT T
(Restated)
(ggE:5)

Cash flows from operating activities BETHNRERE
Loss before income tax BRET1S T AT E (126,226) (622,525)
Adjustments for: MTHEIERE -

Depreciation of owned assets BEEENE 6 12,565 13,538

Depreciation of right-of-use assets FEREEETE 6 1,057 1,000

Overdue interest expenses BEN B 8 17,709 6,909

Finance costs BB A 9 52,916 49,035

Interest income FLEWA 5 (14) (856)

Amortisation of other intangible assets Hih R &Y 6 153 126

Impairment loss REEE 6 931 1,565
Operating cash flows before working HEECEFYALERENE

capital changes (40,909) (651,208)
Decrease in inventories FERD 19,863 299,793
Increase in trade receivables FEUWE 5 2 IEE N (2,420) (6,283)
(Increase)/Decrease in prepayments, YENEIE - B prliEiE R

other receivables and other assets Hi&EE g, md (5,115) 45,310
Decrease in amounts due from related FE U BABSE N B SR IE R A

companies 20,539 29,000
Decrease in trade payables FERE S IER (5,420) (2,051)
(Decrease)/Increase in other payables B ENZIE R ESIEE

and accruals CRA) /& m (23,694) 36,383
Increase in amounts due to related FE AT RSB N B ERIE L

companies 992 -
Decrease in other long term liabilities HiEEHEBERD (61) (36)
Cash used in operations KEFTAR S (36,225) (149,092)
Interest received BEF B 14 856
Income tax paid BEETEE (4,827) -
Net cash used in operating activities EEB TR S (41,038) (148,236)
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

e G HREmER

For the six months ended 30 June 2021 HZ -~ —FNxA=1+HI1L/XE A

(Unaudited)
(RER)

Six months ended 30 June
BZEANA=1THILLA<EA

2021 2020

—E-—F —EFF

Notes RMB’000 RMB’000
k3 ARBT T ARBETT
(Restated)

(g &E5))

Cash flows from investing activities
Purchases of items of property,

RETHHNRERE
BEWME  WFEMERE

plant and equipment 13 (12,104) (5,636)
Additions to intangible assets REELEE (404) (159)
(Increase)/Decrease in pledged deposits BRIRTE R (380, R 17 ()] 67,039
Net cash flows (used in)/generated from RETE () ELaFERE

investing activities nE (13,217) 61,244
Cash flows from financing activities BETENRESRE
Proceeds from interest-bearing bank sTEIRIT R E MRS F0E

and other borrowings 401,265 351,885
Repayment of interest-bearing bank and EEFT BRI REAMER

other borrowings (312,228) (409,536)
Interest paid EfFE (25,936) (14,323)
Principal portion of lease payments MENFH ARSI (12,815) (17,747)
Net advances from a director KB —BESRENBTFE 25 6,780
Net advances from ultimate holding company 7 B &4 15 A% A B M B F0F 58 32 -
Net cash flows generated from/(used in) BEAE BIEL (BT )8y

financing activities FHERE (82,941)
Net decrease in cash and cash ReRREEEMRD FE

equivalents (3,912) (169,933)
Cash and cash equivalents at 1 January R—A—HNREMREEEY 8,443 172,107
Effect of foreign exchange rate changes fE RSB 2 354 2,573
Cash and cash equivalents at 30 June RAB=1THHNESEERS

ZEY 4,747
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

257 W &5 e U0 B 255 e o R

For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

CORPORATE INFORMATION

Honworld Group Limited (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 six
months ended 30 June 2021, 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 of the Company (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”).

The Company’s shares have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited since 28 January 2014.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial statements
(the “Interim Financial Information”) of the Company and its
subsidiaries (together, referred to as the “Group”) for the six months
ended 30 June 2021 have been prepared in accordance with
International Accounting Standard 34 “Interim Financial Reporting”
issued by International Accounting Standards Board (“IASB”) and the
applicable disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

The Interim Financial Information does not include all the information
and disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual financial
statements for the year ended 31 December 2020. The accounting
policies and methods of computation used in the preparation of the
Interim Financial Information are consistent with those used in the
annual financial statements for the year ended 31 December 2020
except as stated below.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS
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For the six months ended 30 June 2021 i —ZF —

2. BASIS OF PREPARATION (continued)

38

2.1 Correction of prior years’ errors

As described in details in the Group’s consolidated financial
statements for the year ended 31 December 2020, the
Company had established the Investigation Committee and FTI
Consulting had undertaken an independent investigation (the
“Investigation”) on certain issues. A report on the
Investigation had been issued by FTI Consulting on 30 May
2022 and key finds of the Investigation had been published by
the Company on 28 September 2022. The terms “Investigation
Committee”, “FTI Consulting” and “Incident” are defined in the
2020 consolidated financial statements.

In the Group’s consolidated financial statements for the year
ended 31 December 2020, the directors of the Company had
taken into account all the findings of the Investigation and were
satisfied that appropriate adjustments, including prior year
adjustments, had been made to the consolidated financial
statements. Accordingly, in the Interim Financial Information for
the six months ended 30 June 2021, the comparative figures
for the six months ended 30 June 2020 have been arrived at
after making the appropriate adjustments to the amounts
previously reported in the 2020 interim report to correct
significant accounting errors in relation to the Incident.

The effects of the prior period adjustments to reflect the
findings of the Investigation in relation to the Incident on the
condensed consolidated statement of profit or loss and other
comprehensive income for the six months ended 30 June
2020 are set out below.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

2. BASIS OF PREPARATION (continued)

i B EKE ()

2.1 Correction of prior years’ errors (Continued) 21 M IFEBIFEEER@E)
As
previously Prior year
reported adjustments Notes As restated
WERMAEHR L—FEERE BiE RE5|
RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBEFT

Revenue o 299,678 (193,130) () 106,548

Cost of sales SHERAR (162,865) 77,947 (i (84,918)

Loss arising from the Incident EHELRER (510,460) (ii) (510,460)

Impairment losses AR (1 285) (280) (i) (1,565)

Other expenses H At (1,966) (27,640) (v) (29,606)

Finance costs A KA (31,679) (17,356) ) (49,035)

Income tax expenses R (6,059) 3,968 (vi) (2,091)

Profit/(loss) for the year FRFE/(EE) 42,335 (666,951) (624,616)

Earnings/(loss) per share ARAEBERTE ARG

attributable to ordinary equity Hﬂiﬁﬂ/ (E518)
holders of the Company
— Basic and diluted (RMB) — BEAREE (ARE) 7.31 (1.08)

Notes: FAE -

i) Adjustments were made to reduce the fictitious sales of 0] BEAESERELAZ  WRPEBRBEEY
approximately RMB197,098,000, partly offset by the recognition AR #197,098,0007T * M HERE B KT
of the business tax and surcharges of approximately 7][1;%2%’U/\E%&%S,OOO%M&*E?ﬁﬁ’iﬁ
RMB3,968,000 and the corresponding cost of sales of KL ANREE 77,947,000 LI D K4S ©
approximately RMB77,947,000 based on the findings of the
Investigation.

(i)  The adjustment were made to reflect the resulting net cumulative (i) RIBEREEMAELHAR  URREFES
losses arising from the Incident based on the Management K RFHEIEFEE o
Reassessment.

(i) Adjustments were made to reallocate the impairment loss on (i)  FARUEHDREKE S FHIERBEEER
trade receivables and recognise the impairment loss on HRITERRERERE -
inventories.

(v)  Adjustments were made to recognise the understated surcharge (v) SAEUERSHBTIEMNKD 2R INE 8
for overdue tax payment, overdue interest expense of BB R R4 AR 20,731,000 7T KA
approximately RMB20,731,000 and RMB6,909,000 6,909,000 7T °
respectively.

) Adjustments were made to recognise the understated interest (v) FARAERNERERNLE2ERFERZLH
expense of approximately RMB17,356,000 on the Uncovered AR ¥ 17,356,000 7C °
Borrowings.

(vi)  Adjustments were made to reverse the deferred tax assets and (vi) HARUBEHEFNEARNKRER R - BT

liabilities recognised in respect of temporary differences relating
to the unrealised profit, accruals and unremitted profits of
subsidiaries.

ZEANBERR AR

B R B A R R BRES 2 A BB R
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

2. BASIS OF PREPARATION (continued) 2. WBEZE 4

2.2 Going concern assumption 2.2 BERERRK

40

In preparing the condensed consolidated interim 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
RMB41,038,000 and net loss of approximately
RMB126,226,000 incurred for the six months ended 30 June
2021 and, as of that date, the Group had net current liabilities
of approximately RMB1,272,465,000, capital deficiency of
approximately RMB1,126,366,000 and accumulated losses of
approximately RMB1,998,978,000, respectively.

As at 30 June 2021, the Group’s total borrowings comprising
interest-bearing bank and other borrowings amounting to
approximately RMB1,616,397,000, of which current
borrowings amounted to approximately RMB1,551,634,000
and approximately RMB280,149,000 were not in compliance
with certain financial covenants and approximately
RMB847,500,000 were overdue as disclosed in note 20 to the
condensed consolidated interim financial statements, while its
cash and cash equivalents amounted to approximately
RMB4,885,000.

Despite of these circumstances, the condensed consolidated
interim 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*, has undertaken to provide continuing financial
support to the Group for a period of fourteen months
from the date of approval of the condensed consolidated
interim financial statements by the directors in order to
maintain the Group as a going concern;
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS
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For the six months ended 30 June 2021 = —ZF —

2. BASIS OF PREPARATION (continued)

2.2 Going concern assumption (Continued)

The Group is in negotiation with bank and 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 interim financial statements, the
Group’s major lenders, M 2 B KHERIEEEE
AR AT (formerly known as i R B E A EZRIEE
BRAF]) (“FAAM) and MNAEBMEHEHEERA

(“# B B &) have shown the positive support on the
Group and confirmed that they do not demand payment
from the Group for the amount due to them of
approximately RMB961,566,000 and RMB64,849,000
respectively and has undertaken to provide new
financing facilities of approximately RMB300,000,000 for
a period of fourteen months from the date of approval of
these condensed consolidated interim financial
statements. In addition, the Group have repaid the
aforesaid bank loans of approximately RMB280,149,000
that were not in compliance with certain financial loan
covenants in 2021. 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, (i) taking measures to tighten cost
controls over various production costs and expenses,
and (i) any feasible financial arrangement.

ZEANBERR AR

—FXRA=THIEARER

2. WBEZE 4

R ]
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HERIRERRAR) (RAHM)
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2. BASIS OF PREPARATION (continued)

42

2.2 Going concern assumption (Continued)

The directors of the Company have reviewed the Group’s cash
flow forecast prepared by management which covers a period
of three years from the year ended 31 December 2020. 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
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 condensed
consolidated financial statements of the Group for the six
months ended 30 June 2021 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 condensed consolidated interim
financial statements.

Pursuant to a share mortgage deed dated 2 April 2019,
Key Shine charged 229,424,000 shares of the Company
to Wuxing City Investment HK Company Limited, which
is wholly owned by Huzhou Wuxing Chengshi Touzi
Fazhan Jituan Youxian Gongsi (j#/1 5 B35 i 1% & 2% =
SEARAA (ORMNREET ). EAN and HMELE
were also the subsidiaries of /N 5= B3k 17 .
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3. ADOPTION OF NEW AND AMENDED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

3.1 Amended IFRSs that are effective for annual

periods beginning on 1 January 2021

The Interim Financial Information have been prepared in
accordance with the accounting policies adopted in the
Group’s annual financial statements for the year ended 31
December 2020, except for the adoption of the following
amended IFRSs effective as of 1 January 2021. The Group has
not early adopted any other standards, interpretation or
amendment that has been issued but is not yet effective.

Amendments to IFRS 9,
IAS 39 and IFRS 7

Interest Rate Benchmark
Reform — Phase 2

Amendments to IFRS 16  Covid-19-Related Rent
Concessions

The new and revised IFRSs do not have material impact on the
unaudited condensed consolidated interim financial statements
of the Group.

ZEANBERR AR

—FXRA=THIEARER

=] [l B B
il B Bt 7 R
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3. ADOPTION OF NEW AND AMENDED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

44

(Continued)

3.2 Issued but not yet effective IFRSs

At the date of authorisation of the Interim Financial Information,
certain new and amended IFRSs have been published but are
not yet effective, and have not been adopted early by the

Group.
IFRS 17
Amendments to IFRS 3

Amendments to IFRS 10
and IAS 28

Amendment to IFRS 16

Amendments to IAS 1
Amendments to IAS 1
and IFRS Practice

Statement 2

Amendments to IAS 8

Amendments to IAS 16

Amendments to IAS 37

Amendments to IFRSs

Amendments to IAS 12

Insurance Contracts and related
amendments?

Reference to the Conceptual
Framework?*

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

Covid-19-Related Rent
Concessions beyond
30 June 2021°

Classification of Liabilities as
Current or Non-current?

Disclosure of Accounting Policies?

Definition of Accounting Estimates?

Property, Plant and Equipment
— Proceeds before Intended
Use’

Onerous Contracts — Cost of
Fulfiling a Contract’

Annual Improvements to IFRS
Standards 2018-2020"

Deferred Tax related to Assets and
Liabilities arising from
a Single Transaction?

! Effective for annual periods beginning on or after 1 January

2022

B Effective for annual periods beginning on or after 1 January
2023

° Effective date not yet determined

N Effective for business combinations for which the acquisition

date is on or after the beginning of the first annual period
beginning on or after 1 January 2022
o Effective for annual periods beginning on or after 1 April 2021

Honworld Group Limited

Interim Report 2021
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3. ADOPTION OF NEW AND AMENDED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

(Continued)

3.2 lIssued but not yet effective IFRSs (Continued)

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 Interim Financial
Information.

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.

In addition, IFRS Practice Statement 2 was 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 consolidated financial
statements may need to be revised to cope with the above
changes, the directors expect that the amendments have no
other material impact on the Interim Financial Information.
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4,

46

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 sales 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 customers amounting to 10
percent or more of the Group’s revenue for the reporting period is
set out in the following table:

RETHER

AEEEERERKANEERBELE -
RERME  AEEE—LHEES
BA—ET2RELEHBMT

s AERHEERAKRARDD

HRAEEEZHRABKERARTENEP
HEREEMR  BASERARBMNIERDE
EUURHE - R E27|ERMSREE
AU 85k [ 20 a0 | AT E MBI AR -

BEHETERF2EH

TREIMEREE RS HREULA0% LA L
A {E B 2 5 5 6 P AR RO

(Unaudited)
(REER)

Six months ended 30 June
BZEANA=1THILLA<EA

2021 2020
—E-—F —E-FF
RMB’000 RMB’000
AR®T T AR®ETFT
(Restated)

(f&E5))

Customer A ZEA

N/A TEA 11,367

N/A:  Revenue from the customer during the period did not exceed 10% of
the Group’s revenue.
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REVENUE, OTHER INCOME AND

GAINS

5.1 Revenue from contracts with customers

An analysis of revenue is as follows:

WA~ AR W s

51 BEF AW
BADHWT -

(Unaudited)
(REER)

Six months ended 30 June
BZEANA=1THILEAXEA

2021 2020
—E-—F —E-FF
RMB’000 RMB’000
ARBT T AEBTT
(Restated)

(f&E5))

Revenue from contracts with customers
Sale of goods

FEF &Mz

4= O
EEm

.!!!I 106,548

(i) Disaggregated revenue information

(i) #ZHazEER

(Unaudited)
(REER)

Six months ended 30 June
BZEANA=1THIELAXEA

2021 2020
—EZ—fF —E-TF
RMB’000 RMB’000
ARBT T AERBTT
(Restated)

(i&E5))

Type of goods ERESE

Condiment products FElN 122,783 106,548
Timing of revenue recognition U 25 7R 5 F S

Goods transferred at a point in time NE B EEENE G 122,783 106,548
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5. REVENUE, OTHER INCOME AND
GAINS (Continued)

5.1 Revenue from contracts with customers
(Continued)
(i) Performance obligations
Information about the Group’s performance obligations
is summarised below:
Sale of products

The performance obligation is satisfied upon delivery/
receipt of the products and payment is generally due
within 30 to 90 days from delivery, except for new
customers, where payment in advance is normally
required.

5.2 Other income and gains

5. ITA - Hitlk A R Wi & @
51 BEF&EHWE @)

(i) EXEE

BEAEEEOE LHEREL
T -

HEEm

BROBERRN W EmikE
B R — R R R 30E90
ARAEH MHEFABERE
FERIAK

5.2 HA AR K=

(Unaudited)
(RBER)
Six months ended 30 June
BEXRA=THLAXEA
2021 2020
s ZEZTF
RMB’000 RMB’000
ARBT T AEBTTT
(Restated)
(k&%)

Subsidy received e
Interest income FLEWA
Gain from sale of materials MEHE &Sl s
Foreign exchange gain, net e W W s F AR
Rental income WA
Others Hith

4,893
856
557

86
2,330

8,722
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6. LOSS BEFORE INCOME TAX

The Group’s loss before income tax is arrived at after charging/

(crediting):

6.

CZESE TN 5
REERFEBATBREING, A T3

I -

(Unaudited)
(REER)

Six months ended 30 June

BEASA=THIEANEAR

Cost of inventories sold

Depreciation of owned assets
Depreciation of right-of-use assets
Amortisation of other intangible assets
Impairment losses

BEEFERA
BEEENE
EREEENE
Hitb B & EH
HEEE

Employee benefit expenses
(excluding directors’ remuneration):
— Wages and salaries
— Pension scheme contributions

BREEMAZ (TEREFEHE)

— TERHF®
— RIREE B

Research and development costs
Donations
Foreign exchange (gain)/loss, net

LN
B
&5 (W), B8 55

2021 2020
s —E T
RMB’000 RMB’000
ARBT T ARBFT
(Restated)

(&e&E75)

91,565 84,918
12,565 13,538
1,057 1,000

153 126

931 1,565
106,271 101,147
18,835

1,498

20,3383

1,285

55

1,663
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

7. LOSS ARISING FROM THE INCIDENT 7.

50

During the course of the preparation of the condensed consolidated
interim financial statements for the six months ended 30 June 2021,
Management has prepared the necessary prior years’ adjustments,
in according with the requirements of IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors, to correct the errors
and restate the opening balances of assets, liabilities and equity for
the earliest period for which retrospective restatement is practicable
(see details in note 2), except the directors found it is impracticable
to recognise the cumulative effects of the losses on the Incident until
the end of 2020 when the Incident was ended. Hence, the resulting
net cumulative losses of the Incident of approximately RMBnil (six
months ended 30 June 2020 (restated): RMB510,460,000) was
recognised during the period.

OTHER EXPENSES

SHELENEE

REHEBEE-_T-_—FA=+HI@EA
WP EIRRR S SRR BRRET  BRE
ERBRER ST ERESR DI HE  ©F
AT E RIFRNERERAFEELNE
AR LAESERT BN EELBPE
MR HRNEE BAEREENVLE
BRGERWNE2) BEEERRAEWEE_Z
“EFFR(ANEHERZE) IEREGN
BIERTE - Bt BNERRSHE
E2HERFANARESZS L(HE-_Z-Z
FRAA=ZTHERNERAEEY) : AR
510,460,0007T) °

8. Hipixx

(Unaudited)
(REER)
Six months ended 30 June
BEANA=+HLAEA
2021
s —F
RMB’000
AR¥T T

2020
—E-THF
RMB’000
ARBTT
(Restated)
(&e&E75)

Donations =k

Foreign exchange loss, net SNEETE - FE
Surcharge for overdue tax payment 60 BAFR IE < R hn B
Overdue interest expenses B ER R B RS
Others Eith

55
1,663
20,731
6,909
248

29,606
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

9. FINANCE COSTS

Interest on bank loans
Interest on other borrowings

RITERA B
H A & 5F 8

Interest on lease liabilities

HEABENE

10. INCOME TAX EXPENSE

PRC income tax

— Under-provision in respect of the prior year — i@ FEEE T2

REIFTIS R

BE R A

(Unaudited)

(RBER)

Six months ended 30 June

BESA=THIEANEAR

2021

B —F
RMB’000
AR¥F T

10. FRB B

2020
—E-THF
RMB’000
ARBETFTT
(Restated)

(&E751)

30,814
18,133

48,947
88

49,035

(Unaudited)

(REER)

Six months ended 30 June
BZEANA=1THILAXEA

2021
—E-—F
RMB’000
AR¥T T

2020
—E-TF
RMB’000
AEBTT
(Restated)
(L&E5))

- 2,091
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11. LOSS PER SHARE ATTRIBUTABLE MNAQRFEBERBREARE

TO ORDINARY EQUITY HOLDERS OF
THE COMPANY

The calculation of the basic loss per share amounts is based on the
loss for the period attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
578,750,000 (six months ended 30 June 2020 (restated):
578,750,000) in issue during the six months ended 30 June 2021.

LERER

BREABEBSCENTEDNENRAQR LR
¥ hﬁ}\ﬂﬁﬁﬁmgﬂa&%&_;_ F
NAZTHIEANEAEBITE R INETY
578,750,000 (BiZ2 =T —FF A=+
HiEAEA (& E5) - 578,750,000 A% )

(Unaudited)
(REER)

Six months ended 30 June

BEASA=THIEANEAR

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR¥T T ARBETTT
(Restated)

(F&E5)

Loss attributable to ordinary equity holders of ~ ZNA B & B A AJE(LEE

the Company

Weighted average number of ordinary BEITEmARNE TS (FR)

shares in issue (in thousands)

(126,226) (624,616)

578,750 578,750

Loss per share attributable to ordinary equity A A R E@ERRE A AEREREE

holders of the Company
— Basic and diluted (RMB) — EAREE(ARE)

(1.08)

No adjustment has been made to the basic loss per share amounts
presented for the periods ended 30 June 2021 and 2020 in respect
of a dilution as the Group has no potential dilutive ordinary shares in
issue.
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

DIVIDEND

No interim dividend was proposed for the six months ended 30 June
2021,

The proposed 2019 final dividend of RMB6.80 cents per share,
totalling RMB39,355,000, was approved by the Company’s
shareholders at the annual general meeting on 29 June 2020. It was
recorded in “other payables and accruals” in the interim condensed
consolidated statement of financial position and was subsequently
distributed in August 2020.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2021, the Group purchased
property, plant and equipment with an aggregate cost of
RMB12,104,000 (six months ended 30 June 2020 (Restated):
RMB5,636,000).

INVENTORIES

1 2- Hﬁ/%\

ARALERRAHE =T = F
B 1L/ 1ELA TR 8 R SR, -

+

ZE-NFEZREBREERARKE 6805
(& AR #39,355,0007T) © AR FIRRE
RIE-ZEFRNA-+tILBERREBEFAE
A - BRI B AR EBERSA TR
RERE [E M RIE R ERTIER ] - Wk
NZZ_ZTFN\FIRE -

BT - —9F"A=1+BIXEAR  ~&E
BREEENANABARE12,104,000(HE=-Z
—TFEXNA=ZTHLEXNEAEEN) AR
& 5,636,000 7C) KM% ~ BB K& ©

13.

Raw materials B
Work in progress R
Finished goods X &t

4
14. 78

(Unaudited) (Audited)

(REEX) (fEEZ)

30 June 31 December

2021 2020

—EB-—F T T

ANA=+H +=ZA=+—H

RMB’000 RMB’000

AR¥T T ARBT T

9,630 9,425

647,456 663,236

6,280 12,265

663,366 684,926

ZEANBERR AR

T —FrhHeR

Iff
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

15. TRADE RECEIVABLES

15. EW B 5 K18

(Unaudited) (Audited)
(REER) (FEE=R)
30 June 31 December
2021 2020
—E=— —ETF
RA=+H +ZA=+—H
RMB’000 RMB’000

ARBFR ARETE

26,486 24,066
(2,809) (3,652)

Trade receivables JEWE 5 5k1E
Less: allowance of credit losses B EEEERE
Trade receivables, net JEUE 55k I8 %58

23,677 20,414

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:

AEEREFENESGRFIAEERS/E
EERRTER—E=EA -

ARER B B A 1) R U [ A0 R LB R 4 15 B
REE - MBMRKNNEHRESREEREE
HitR et o NGB B R W E 5 R IR A R
BEMEAR R RRE M EREREE - &
WEHHRBER/TEER -

RBERR - AEEEKESHFORRERA
MR MG ERRENRESITNT -

(Unaudited) (Audited)
(REER) (&%)
30 June 31 December
2021 2020
s —ETF
RA=tHE +ZH=+—H
RMB’000 RMB’000

ARBFRT ARETE

Within 3 months 31E AR
3 to 6 months 3£6MEA
6 months to 1 year 6IEAE1F

18,632
1,169
713

20,414
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

16. PREPAYMENTS, OTHER 16. FE{TFIE - HAEWREIER
RECEIVABLES AND OTHER ASSETS Hitt &=

(Unaudited) (Audited)
(REEX) (fE&#&%)
30 June 31 December
2021 2020
—E—F —ETF
ANB=+H +=ZA=+—H
RMB’000 RMB’000

AR¥T T ARBETT

Prepayments FA IR 3,773 7,952
Less: Impairment B RE (584) (1,230)
Value-added tax recoverable G EEL 106,649 97,645
Deposits and other receivables e RHE M EWRIE 23,599 23,309
Less: Allowance for credit losses B EEBERE (1,269) (546)
132,168 127,130
Less: Portion classified as non-current assets 3 : DB AIERBN EEMNEH (16,569) (15,714)
Current portion included in prepayments, ETATEFRIE - HAbEUGRIA R
other receivables and other assets HihEEMREF 115,599 111,416
Impairment analysis is performed at each reporting date and NEBEESERES AEHETRES T W2
expected credit losses are estimated by applying a loss rate EREBNES EEISEEAERE R AT
approach with reference to the historical loss record of the Group. HEEEBELE - BiERe FUARAEI
The loss rate is adjusted to reflect the current conditions and J B B 50 R0 SR PR A B AR S B TERI (2038
forecasts of future economic conditions, as appropriate. The financial ) st A L& SR EEERSEHRNY
assets included in the above balance were categorised in Stage 1 at FEAEFIRE  fHF:1EBHEEHIE XN
the year of the reporting period. In calculating the expected credit AEBSEEFS EBRTFAZAEEEIE -

loss rate, the Group considers the historical loss rate and adjusts for
forward-looking data.

The financial assets included in the above balances relate to LUl S B E B Ko BB M2 49 A0
receivables for which there was no recent history of default and past 8 N H S R FE UG IR

due amounts.
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

17. CASH AND CASH EQUIVALENTSAND 17. B4 RBLZEBYURDE

PLEDGED DEPOSITS B F

(Unaudited) (Audited)

(REER) (fEEZ)

30 June 31 December

2021 2020

—EB-—F —E_TF

ANA=+H +=ZA=+—H

RMB’000 RMB’000

AR®TR ARBTT

Cash and bank balances e RIRITHE 8,443
Pledged deposits BEEBER 230
8,673
Less: Pledged for bank loans (note 20(f)) R IR DA EERTT B SR (BT EE 20() (230)
Cash and cash equivalents RBekReEEY 8,443
Denominated in RMB UAREGHE 7,744
Denominated in HK$ A TTETE 595
Denominated in United States Dollar (USD) LAZETTRHE 104
Cash and cash equivalents RBeRReEEY 8,443
=h
18. TRADE PAYABLES 18. EREFMIE
An ageing analysis of the trade payables as at the end of the RIREFREN B S FIBRER A ANERER
reporting period, based on invoice date, is as follows: DHEAT -
(Unaudited) (Audited)
(RRER) (&)
30 June 31 December
2021 2020
—E-—F ZECTF
AA=+A +ZA=+—H
RMB’000 RMB’000
AR¥T AREFTT
Within 3 months 31E A LAA 18,974
3 to 6 months 3ZE61EA 9,054
Over 6 months 61E A A L 14,711
42,739
Trade payables of the Group are non-interest-bearing and are AEEENESREATTERERE AN —
normally settled on terms of one to six months extending to longer ZERNERAANGS  MEHAMEG LR -
period for those long standing suppliers. The carrying amounts of the ENESRENEEIEAE N FERS -

trade payables approximate to their fair values.
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

19. OTHER PAYABLES AND ACCRUALS 19. E{hfE{IEhE R ELTIEE

(Unaudited) (Audited)
(REER) (F&ER)
30 June 31 December
2021 2020
—EB-—-F —E-TF
RAA=+H +ZA=+—H
Notes RMB’000 RMB’000
P EE AR¥T T ARBTT
Contract liabilities aHarE (@) 12,880 25,546
Other tax payables HAb e TIE (b) 201,775 211,880
Other payables and accruals Hib B X ERTIEE (©) 132,052 117,851
Amount due to a director N —REEHIE 26 51
Salary payables i ARE A 4,516 9,590
351,249 364,918
Notes: fisE -
(@  Detalils of contract liabilities are as follows: @ AHNAEFBENT
(Unaudited) (Audited)
(REEEFZ) (fe&EZ)
30 June 31 December
2021 2020
—EZ—F —E-TF
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T T AREBFT
Short-term advances received from customers [ & 2 W ER #9452 BAZA 5K
— Sale of goods — HEER 12,880 25,546
(o) Included in the balances was mainly the value added tax payable of ) FAKKREIZRENEEROARE
approximately RMB170,730,000 (31 December 2020: RMB154,654,000). 170,730,000 7L( = F =B F + - =+—
H : AR%154,654,0007T) °
(©) Included in the balances was mainly the provision of surcharge for © §+7\§%ﬁ%\££ﬁ@%ﬁ%%lﬁ1ﬂl%ﬂmbﬂEﬁéﬁ%"]
overdue tax payment of approximately RMB99,017,000 (31 December AR#99,017,000( = F-FF+ - A
2020: RMB70,317,000). =+—H: AR¥70,317,0007T) °
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For the six months ended 30 June 2021 HZ -~ —FNxA=1+HI1L/XE A

20. INTEREST-BEARING BANK AND

OTHER BORROWINGS

Current
Lease liabilities

Bank loans

— secured (@)b)(f(g)
Bank loans

— secured (@)fNg)
Other borrowings

— unsecured @@
Other borrowing

— secured (@)(e)(n)

Non-current
Lease liabilities

Other borrowing
— secured e

Total

Analysed into:
With one year or
on demand
In the second year
In the third year to
fifth years, inclusive
Beyond five years

As at 30 June 2021
R=-E=--&XA=+A
Effective
Interest
rate (%) Maturity RMB’000
BB
F=E (%) B AR%®TrR
I
HEEE 4.75-9.98 2022 26,111
—Eg-C
RITER 3.85-5.87 On demand 280,149
— ﬁ ﬁ:}ﬂi (@)b)fa) Egsﬁ
RITER 5.23-7.13 2022 106,170
— HiE e —E-—F
HAb AR 7.42-24.00 2022 159,819
— A e —E-CfF
EER 4.95-15.32 2022 979,385
— ﬁ ﬁ:}ﬂi (@)e)i) - g: = g
1,551,634
JFEDE
HERE 4.75-9.98  2022-2029 1,637
—E-__EZ
“E-hE
HAbER 12.23-15.32  2022-2023 63,126
— 000 —E-CFZF
—g-=
64,763
ey 1,616,397
ik
—FRNREX
1,551,634
FF 63,554
E=EZRERF
(BEEEME) 837
ik 372

1,616,397
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20. FT R RIT R EAMWERK

As at 31 December 2020
WZZEZTF+ZA=1—H

Effective

Interest

rate (%) Maturity RMB’000

7% (%) 38 AR®ETR

4.75-9.98 2021 25,696
—E-—F

3.85-5.87  Ondemand 462,528

3.85-7.12 2021 157,282
—E-—F

7.42-24.00 2021 159,258
—E-—F

4,95-15.32 2021 604,199
—E-—F

1,408,963

4.75-9.98 2022-2029 14,867
—E--FR
ZEhE

12.23-15.32 2022-2023 71,656
—E-CFR
—E-=F

86,523

1,495,486

1,408,963

10,328

75,790

405

1,495,486
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

20. INTEREST-BEARING BANK AND
OTHER BORROWINGS (Continued)

(@)

As at 30 June 2021, the Group’s total facilities of bank
borrowings amounting to RMB386,319,000 (31 December
2020: RMB619,810,000), of which RMB386,319,000 (31
December 2020: RMB619,810,000) had been utilised.

As at 30 June 2021, the Group’s bank loans amounting to
approximately RMB280,149,000 (31 December 2020:
RMB462,528,000) were not in compliance with certain financial
loan covenants. The maturity of the aforesaid bank loans as at
30 June 2021 were all within 12 months and have already
been classified as current liabilities.

As at 30 June 2021, included in the balances was other
borrowings amounting to approximately RMB159,819,000 (31
December 2020: RMB159,258,000) which was unsecured,
bearing interest at 7.42%-24% (31 December 2020: 7.42%—
24%) per annum and repayable within one year (31 December
2020: repayable within one year).

As at 30 June 2021, included in the balances was other
borrowings amounting to approximately RMB1,042,511,000
(81 December 2020: RMB675,855,000) which was secured,
bearing interest at 4.95%-15.32% (31 December 2020:
4.95%-15.32%) per annum and repayable within one to two
years (31 December 2020: repayable within one to three
years), in which RMB961,566,000 and RMB64,849,000 (31
December 2020: RMB594,547,000 and RMB60,738,000)
was from FE A and #EXEEE . Mr. Chen Wei was the chief
executive of the J#f JI &2 B35 17, holding company of & A #
and BRI E , and appointed as an executive director of the
Group on 11 September 2020, who has significant influence
over both the Group and A8 and AR R & .

ZEANBERR AR

(@)

20. 5T ESETREMER @

R_ZT-_—FA=+H  KEBIET
BEREE BT A ARME 386,319,000 7T
ZE-TF+ZA=+—H: ARE
619,810,0007T) * A AR #5386,319,000
T(ZZEZBF+_A=1+—H: AR¥
619,810,0007T) EBIA °

RZZE-_—FA=+8H" ﬁEEMfE
TE A N R 280,149,000 T ( =
—EF+=-A=+—8: /\E%
462,528,0007T ) TR & &9 & g B 5K
e RZZEZ—FNA=+H " Lt
$R77 ka‘JH,ﬁEIi’ﬂE+:1HDAWEE
/\*Eﬁuluéjja{ﬁ ©

MR-BE-_—FXA=18 " st A&HA
HJM%%M@AEM159,819,0007‘5(:
T_EF+_A=+—H8: AR¥
159,258,0007T) * &% B AMEEA - 1%
FRET42%E24% (—E_FTF+ =
B=Z+—H :742%%24%) st B 78
R—FREEB(Z_T_FTF+_-A
—+—8: —FREE)-

R_Z-_—FA=1+8 " st AEHA
HAb B RO AR 1,042,511,000 (=
T_EF+_A=+—H8: AR¥
675,855,0007T) ' B AEEE - &
FHELIBNE15.32%(ZFE _ZF
+ H +—H8 : 4.95% & 15.32%) &t
W ER— iﬁlﬁimsja(_zﬁfﬁi
+_Hf+ H:BR—Z=FRKE
) Hf AR®961,566,0007T & A
R 64,849,000 L(— T =-TF+_A
=+—A8: AR¥594,547,0007T & A
R ¥ 60,738,000 7T ) 7 B f A8 M A%
BhE o PRIZS A BB AN RN E R
PERR N BN R EIN T A TTERAREL - I
R_ZE_TFNA+—BEZTAERE
BITES  HAEE - mANRNE
BEEAEEATEN -

—T - —FrhHfERE 59
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For the six months ended 30 June 2021 HZE —ZF —

20. INTEREST-BEARING BANK AND
OTHER BORROWINGS (Continued)

60

(e)

—FXRA=THIEARER

20. 5T ESETREMER @

As at 30 June 2021, the Group’s other borrowings amounting €@ WN-F_—FXA=1H AKENH
to approximately RMB847,500,000 (31 December 2020: i i FAI A K #5 847,500,000 7T (= F
RMB430,000,000) were overdue and the related overdue —EFFTZA=+T—H: AR ﬁ%{
interest expense of approximately RMB17,709,000 (30 June 430,000,0007C) 2@ - BE=E
2020 (restated): RMB6,909,000) was recognised for the six —FRNA= +H¢Aﬂﬂﬁuﬁﬁﬁ
months ended 30 June 2021. #5859 % 40 A R 17,709,000 ( —
TFERNA=ZTHEEY)  ARE
6,909,000 7T) °
At the end of the reporting period, certain of the Group’s M NBERR AEENETEEDER
assets were pledged to banks and other lenders for securing FIRITREAMERA - LRERTARE
the bank loans and other finance leases granted to the Group. EHRTERREMEEESE
The carrying values of these assets are: ZEEEMKREE
(Unaudited) (Audited)
(REEER) (F&FEZ%)
30 June 31 December
2021 2020
—B-—F —E_TF
ANA=+H +=ZA=+—H
Notes RMB’000 RMB’000
k=3 ARBET T ARBT T
Property, plant and equipment ME - BB NMERE 248,687 251,511
Right-of-use assets FHAEEE 51,652 50,859
Inventories 78 542,282 549,212
Pledged deposits EEAER 17 939 230
851,812
As at 30 June 2021, Certain of the Group’s bank loans were @ MWZE-—FXA=1+H AEBHET

guaranteed by Mr. Chen Weizhong, the former director of the
Company, Ms. Xing Liyu, spouse of Mr. Chen Weizhong, Mr.
Chen Weidong, brother of Mr. Chen Weizhong, Mr. Chen
Jinhao, son of Mr. Chen Weizhong, and related companies of
the Group.

As at 30 June 2021, included in the balances was other
borrowings amounting to approximately RMB15,127,000 (31
December 2020: RMB13,920,000) that were withdrawn on
behalf of a related company, Zhejiang Zhongwei Brewery Co.,
Limited 5T kB A R A 5 (“Zhejiang Zhongwei”). The
amount is unsecured, bore interest at 24% (31 December
2020: 24%) per annum and repayable on demand.

Honworld Group Limited Interim Report 2021

RITEFXBAAARINESRERLE
BRELEENEBIF ELZL:  RER
SERBABRERLE - REBLEE
/) 52 F Chen Jinhao %t 4 [ 7N £ [ &9 B3
BN BEIR ©

M-ZE-—FXA=+A8 " it A4 Dﬁ%i%
REBERABNNIFKREEGRA
(F)‘Iﬁ,IrPﬂiﬁJ)iﬂEHSLE’JE@%W@AE&%
15,127,000 (ZZE =2 F : ARK
13,920,0007T) ° Z & B AEEM - &
FEME24%(ZE_FFE+ A= +—
B : 24%) s BWEREREGEERE
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

20. INTEREST-BEARING BANK AND
OTHER BORROWINGS (Continued)

U

The amount included certain sales leaseback arrangements of
machinery and equipment with remaining lease terms of 1.5
years (831 December 2020: 2 year) as at 30 June 2021.
According to the sale and leaseback agreements, if no default
occurs during the lease term, the ownership of the plant and
machinery shall be automatically transferred to the lessee at a
nominal consideration.

During the preparation of the Group’s condensed consolidated
interim financial statements, the management assessed the
accounting treatment and was of the view that the Group was
having control over the machinery and equipment as the
Group had the option to acquire the assets at nominal
consideration at the end of the lease period. Thus the transfer
of the machinery and equipment to the lender did not satisfy
the requirement of IFRS 15 to be accounted for as a sales of
assets and the Group shall continue to recognise the
transferred assets as property, plant and equipment and shall
recognised transfer proceeds from the lender as other
borrowings.

The following table sets out the details of the sale and
leaseback arrangements as at 30 June 2021 and 31

20. 5T ESETREMER @

() &EBEFEHEHE-_ZT-_—FXA=+HH
BRTHBARI1SF(ZEEF+A
=T—H:2F)METHRERHEE
EBEELH - RIBERCHERE &1
HEHRNRBELD - BIRE R AT A
KEAREEDEETAMEA

A R BN SR B 0 T B BR AR & A B ¥R
B ERENEEEEE  RRAR
B S S Rt B R - TIRARE
EERRABRENIENERRES
BE - Bt ERAE RS RE
WA 5 BRI 75 S R F 165747
ERARIMEREENLE - MAKEE
STERAEREESDE  BHENRRE
I B TR BB R P 1S SRR AE E A

fe -

TREFIVN B —FRA=FTHEZ
T EF+-_A=-+—HNERHELOL

December 2020: HEEEIE -
Principal Guarantee
Date of incurrence amount Effective Maturity deposit
EEBH & Interest A RES
(RMB) rate (%) (RMB)
(AEH) BRI (%) (AERE)
21 November 2019 30,000,000 12.23% 20 November 2022 4,500,000
—E-NEF+—AZ+—H —E-F+—H-+H
21 January 2020 55,000,000 15.32% 20 January 2023 5,000,000
—E-TF-A=+—H —E-=F—HA=+H

All the Group’s bank and other borrowings are denominated in RMB.
The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values.

ZEANBERR AR

AEBFARTREMERIGUAREFHE
AEBBTRAEMEFRNEAEREQAFE
GEE=I

T —FrhijRE 61
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

21. OTHER LONG TERM LIABILITIES

62

2. HittREAEE

Other long term payables (note)
Provision for long service payment

RHRS R

H it R HE A R ()

(Unaudited) (Audited)
(REER) (feE=%)
30 June 31 December
2021 2020
—E-—F —EFF
RA=+HA +ZA=+—H
RMB’000 RMB’000
AR¥ET T ARBEFT
133,000 133,000
6,153 6,214
139,153 139,214

Note:

On 6 May 2016, two wholly-owned subsidiaries of the Company, Huzhou
Chen Shi Tian Niang Management Consulting Co., Ltd. (“Huzhou Chenshi”)
and Huzhou Laohenghe Brewery Co., Limited (“Huzhou Laohenghe”, which
is also a wholly-owned subsidiary of Huzhou Chenshi) entered into an
investment agreement with China Development Fund Co., Ltd. (“CD Fund”)
(FEIF %R & € A R A7) (the “Investment Agreement”). Pursuant to the
Investment Agreement, 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 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 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 CD Fund pursuant to the Investment Agreement, the Capital
Investment of RMB133,000,000 was recorded as a financial liability.

The balance of other long term payables was analysed as follows:

fia -

RZE—R"FRANE  ARRMEE2EWEB QR
MR REERAAERAF (MR ) X#
NEBEMBEGRAR (HAMEBEM] - TRAEHM
BEN2ENBAR) HEMERESERAR([E
RERER D FERE(CEEHRE]D - BI5E
B EHZERESEEUAR 133,000,000
TLHIR € AR ERE NI EEBMNI.5% R AR
(TEREBAD - N EMEGZRHEB BT
FIREENRERNEA12%HE TS ERERER
ESIHER o 1o MNRCERESHET - B
BRETEWMZNERBBERN N \FRELBRMERE
ESHHARNEENN2 TR AERS - BEEE
WHEOE—FHFBEIINARTBHA=ZT—X
FRANBR-ZE—ANFANA-TABRNAGEE -

RN ERETE MR RRRPERERE
YN BRHWEGKERFN BRHEARE
133,000,000 T E AL AW BEASHEE °

Hi RN RIBEHRHDITAT

FE(EE IR

1FALESFIAR

Amounts repayable:
More than 1 but within 5 years

(Unaudited) (Audited)
(REEZR) (&= Z)
30 June 31 December
2021 2020
—E-—-F —E-FF
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T T AR®ET T
133,000
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For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

22. SHARE CAPITAL 22, fg 7
(Unaudited) (Audited)
(REER) (&%)
30 June 31 December
2021 2020
—E-—F —ETF
ARA=+HA +ZA=+—H
RMB’000 RMB’000
AR¥T T ARBTT
Authorised: JATE
1,000,000,000 ordinary shares of 1,000,000,000 %
USDO0.0005 (RMB0.00305) each HA%ME{E 0.0005 3T
(AR#0.003057T) A& 8% 3,050
Issued and fully paid: EEITRER
578,750,000 ordinary shares of 578,750,000 %
USDO0.0005 (RMB0.00305) each FR%E B 0.0005 % T
(AR¥0.003057T) K& @A 1,767
23. COMMITMENTS 23. &4
The Group had the following capital commitments at the end of the RERR - REEF N|EREE
reporting period:
(Unaudited) (Audited)
(REER) (fE&E%)
30 June 31 December
2021 2020
—E-—F —ECTF
AA=+HR +ZA=+—H
RMB’000 RMB’000
ARBT T ARBFT
Contracted, but not provided for: EATAMEARGHERE -
Plant and machinery M= K i 2s 4,982
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

24. RELATED PARTY TRANSACTIONS

(@) Name and relationship of related parties controlled or (@)
significantly influenced by Mr. Chen Weizhong and his relatives

(the “Associates of Mr. Chen Weizhong”):

Name

=L

24. BB S X5

RREAEERERE ((REBTEN
BBADENREAZENEETNE
T8 R BE A

Relationship

B%

Mr. Chen Weizhong
PRET B K-

Mr. Chen Weidong
PRETR &

Ms. Xing Liyu
TFE L+

Mr. Chen Jinhao
Chen Jinhao 5£ 4
Zhejiang Zhongwei

AT AR IR
Key Shine Global Holdings Limited
Key Shine Global Holdings Limited
Hu Zhou Heng Peng Trading Company Limited
WMMNERE S ERAF
Huzhou Wuxing Suhushu Grain and
QOil Mechanization Professional Cooperative
IR EER PR M F R A L
N RS AR B A RS At

N RS AR B A RS At
Huzhou Wuxing Wucheng Wine Co., Ltd.

N R S B R DA

Zhejiang Ruoxiachun Brewing Co., Ltd.
AIE T RBBERRAF

Yilong County Zhongwei Food Co., Ltd.

ERZPRRRARAA

64 Honworld Group Limited Interim Report 2021

The former executive director of the Company

RABRIAITES

Brother of Mr. Chen Weizhong

PRAET BRI L

Spouse of Mr. Chen Weizhong

PR 7 B S A O R 48

Son of Mr. Chen Weizhong

REDFENTZTF

Company significantly influenced by Mr. Chen Jinhao, son of
Mr. Chen Weizhong

The Company’s ultimate holding company

AR RAIER AT

The subsidiary of Key Shine

Key Shine F BB 2 7

Company significantly influenced by Ms. Xing Liyu, spouse of
Mr. Chen Weizhong

XREEREER BN E 2 TBELENQT

Company significantly influenced by Ms. Xing Liyu, spouse of
Mr. Chen Weizhong

XREEREER BN E 2 TBELENQT

Company significantly influenced by Ms. Xing Liyu, spouse of
Mr. Chen Weizhong

XREEREER BN E 2 TBELENQT

The associate of Heng Peng

(ENEo)id=YNG|

Company significantly influenced by Mr. Chen Jinhao, son of
Mr. Chen Weizhong

ZIRATR S LR 5T Chen Jinhao L £ B E &2 £ A A)



NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS
5T WA o v SO0 A 5 0 P i

For the six months ended 30 June 2021 HZ - Z - —F X A=+ HIt/NEA

24. RELATED PARTY TRANSACTIONS 24, HABH X5 @

(Continued)

(@) (Continued) (@ @
Name and relationship of related parties that are the group WR1{E S o sl s BB B2 28 1) A iR )N B B3
companies of 8 M R E 3 T, controlled or significantly TR AR T 2 TE R

(b)

influenced by Mr. Chen Wei:

Name Relationship

#1B [£2RES

A E=Seae ] Company having a security interest in shares of the Company

SN R B T AR RNEIRNDE IR ERN QT

A Subsidiary of /1 = E4K

7 A SN SR B T O B B R )

BB E Subsidiary of 8/ 5= S i

R E SN SR B T O B B R )

In addition to the transactions detailed elsewhere in these (b) BzEHhEEASA SRR EMMIED
condensed consolidated interim financial statements, the FREIRZ ZON - ANEEEIAE LA TR
Group had the following transactions with connected and HEREBT RS

related parties during the period:

Name of related parties

RS £

(Unaudited)
(REER)

Six months ended 30 June
BEAA=1THLAEA

2021 2020

—BE-—F —E-TF

Nature of transactions Notes RMB’000 RMB’000
REME B AR¥T T ARBEFTT

) A4 Interest expense 0] 9,376
FAH FERAZ

Overdue interest expenses (i) 6,909

BHEAF BRI
MR E Interest expense () -
R E FERA
Note: BT -
(i) The interest expenses and overdue interest expenses was 0] FERY RO EEE DRIESD

charged in accordance with contractual terms. &R UG ER o
EZEMBEERAR —T-—FHHRE 65
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For the six months ended 30 June 2021 HZ - Z - —F XA =+ HIt/~EA

24. RELATED PARTY TRANSACTIONS 24. R F R 5 m)
(Continued)
(c) Compensation of key management personnel ()
of the Group:

66

(d)

AEETEEBAENME :

(Unaudited)
(REER)

Six months ended 30 June
BEASA=THLEREAR

Salaries, allowances and benefits in kind
Pension scheme contributions

e ERREYNE
RIS BN

Total compensation paid to
key management personnel

XN TFEEERASN S EHE

Provision of guarantees by related parties:

(d)

Bank loans guaranteed by:
Mr. Chen Weizhong, Ms. Xing Liyu and

Mr. Chen Jinhao

Mr. Chen Weizhong, Mr. Chen Weidong

and Ms. Xing Liyu

Mr. Chen Weizhong and Ms. Xing Liyu

Zhejiang Zhongwei

Mr. Chen Weizhong, Ms. Xing Liyu,
Mr. Chen Jinhao and Zhejiang Zhongwei

BITEFAUTEAER
PRTASE MR ETLER
Chen Jinhao %t 4
FRETBRSAE  BREREER
FOFE 2 £
BRETASCERMA T2+
WL R
BRTASCAE - BRI E+ -
Chen Jinhao 5 4 KT A Bk

2021 2020
s T T
RMB’000 RMB’000
AR%T T AR®ETT
(Restated)
(&e&E75)
752
35
787

ER B 5 PR A HE(R ¢
(Unaudited) (Audited)
(REER) (&%)
30 June 31 December
2021 2020
—EB-—F —ETFF
AA=+A +ZA=+—H
RMB’000 RMB’000
ARBT T ARBFIT
85,000 85,000
70,000 70,000
125,755 142,955
55,000 55.000
15,000
335,755 367,955
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS
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For the six months ended 30 June 2021 = —ZF —

25. 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.

There are two court hearings against the Group as the
guarantor to two creditors are suspended and 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, it is expected the court judgements might
require the Group to pay to these creditors 50% of the loan
amount should the debtors eventually fail to repay these
creditors.

26. EVENTS AFTER THE REPORTING
PERIOD

(a)

Impact of new coronavirus pneumonia
epidemic

The outbreak of the COVID-19 since January 2020 in Mainland
China have brought disruptions to the Group’s operation. The
consequential precautionary and control measures released by
the local government and authorities have temporarily stunt the
logistics activities across the country which has once
stagnated the Group’s supply chain and delivery.

The Group’s production has been resumed. And the extent of
epidemic prevention and control measures have been gradually
released responding to the request from the local government.
However, given the dynamic nature of the circumstances and
the uncertainty of the duration of the epidemic and the situation
of epidemic preventive measures, the Group will pay close
attention to the development of the COVID-19 pandemic and
perform further assessment on its impact and take relevant
measures.

ZEANBERR AR

—FXRA=THIEARER

25. HIREIE

(@)

—NEFE+ZAKRAB  ARAEE
Natural Seasoning International (HK)
Limited ([ R & DA (A 821 KRR A
FR 787 B %5 4} Key Shine (1E &1 &) 3
HEER E R - BB AKey Shine KR
WREECERBBA(EPBIE) AR

B8 R HE AR R IR 6l 69 & T 1
m(F%%ﬁn 1) - ZFDFBFEHNAR
AIEAR-ZE—NF+-AT/HHAQ
ffi -

HRAREEZERIAHRERED
FZFE UEBED (AR EE)ARF
I 5| BEL AR AAR R AV RT K977 - Bl
RRRL T RBRAFDEHNEBER
R/ REBEREANERTHMTE - #
i 3 488 5t 5% A FA LR H A AT 3= {E (AR RS
AR M EARRARER SN BHR B

MBS HAEE (ERMBEEANE
RA)HPERR R E (7 - B AT HE
ERBE EREAME - ERARRE
9’]1%?2%52%1%%)&’9%%? REERE
BB ARBREERZFERA
%‘2?& BEABHIR AT RE B KA KB A
HEBERAZT 0% EREER

26. IEHEREER

@ HEBRBESEMREREN

2

COVID-19OR —E T F — AUARIEH
HRiEsE B TEAEEEKEE -
BE1& b 5 BT R B B & B PTERE L AR e
iz 2B R s R e - &
MERAEEHERERELNE—E
= o

NEBEMEELE - ﬁiﬁmﬁﬁﬁx

X BIBHRERNIEEESHE

ﬁ ENRBELARRIE Lhﬁ&
P ik R NEREA - AREB BRI E

COVID-19ZEMERE  WHHFEE

1TH#E— R RIREUEREIE -

T —FrhijRE 67
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For the six months ended 30 June 2021 i —ZF —

26. EVENTS AFTER THE REPORTING
PERIOD (Continued)

68

(b)

(©)

Investigation

As described in details in the announcement of the Company
dated 19 January 2021, the Company became aware that Mr.
Chen Weizhong had been held in criminal custody by the
Public Safety Bureau of Wuxing District of Huzhou City in
relation to a suspected charge of illegally taking deposits from
the general public. As set out in note 2.1 to the condensed
consolidated interim financial statements, the Company has
established the Independent Investigation Committee and
engaged FTI Consulting to undertake the Investigation on
certain issues. FTl Consulting issued a report and a
supplemental report in relation to its findings on the
Investigation on 30 May 2022 and 28 September 2022
respectively.

Agreements with related parties

In 2022, the Group entered into a trilateral agreement among
9 A and Zhejiang Zhongwei such that part of the amount
due to @ A # of approximately RMB19,036,000 included in
interest-bearing bank and other borrowings set out in note 20
was settled by the transfer of right of debts of Zhejiang
Zhongwei to FIAH .

In 2022, FAH, #IN R IR T and BB ELE have confirmed
that they do not intend to demand payment form the Group for
the amount due to them for a period of fourteen months from
the date of approval of these condensed consolidated interim
financial statements.
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(b)

(c)

26. REHREKREEHmw

AE

BOARRRBHAR-_E_—F—ATA
HE QA MerdEl - AR RSERE R
%4 B B HRIEE RN BT 5K TR 1
MIAEBRRES BHEHE - AP H
AR E B mRM 218 - AR
= Ve Eﬂéxﬁ & I & EFTI
Consulting# 17 # & & T £ 18 - FTI
Consuting —ZE-—“FH B =+HE
ZEZZFRAZFTNABRRIEA—H

FER—BWERE - NAEWERS
ER-
EEEARE T 15 R

RZZT = —F  AREEEF AT
RERET N = 77 #he - R FERT sE 208
5 @ET B ERIT R E M fE R BR A T
KB IE 49 A R #19,036,000 7T &9 56
DR EEAHE T R R A EIERER
FREER o

RZZBZZF - mAH - HMNRERT

MBI AR - RNEZ S RER
& Hﬂﬁﬂkiﬁ% BHEIRE +HEA H

- REEBRENRSE ZFIRERA
%@Hm o





