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Business Overview and Outlook
X¥XoEREE

MARKET OVERVIEW

In the first half of 2018, the macroeconomic data indicated a slowdown of gross domestic
product growth rate, which has impacted the retail industry in general. Evolving changes in
the consumer behavior and intensified competition have put huge pressure on traditional

retail market.

Competition among casual braised food industry has been increasingly intensified.
Particularly, more and more online full-line casual brands have penetrated and tapped
into the braised food segement. In the offline market, retail brands compete for limited
resources in regional markets intensively. Additionally, the rising rent, labor costs and raw

material expenses remain the main source of pressure for the industry.

Currently, the retail industry in China has been undergoing the third revolution, which
brings the emergence of self check-in stores, and local food ordering and delivery services
increased significantly. The sizable potential customer base, especially young customers,

presents new consumption opportunities.

OVERALL BUSINESS AND FINANCIAL PERFORMANCE

Store Network Expansion

In the first half of 2018, Zhou Hei Ya International Holdings Company Limited (the
"Company") together with its subsidiaries (collectively, the “Group™) continued to carry
out its store network expansion plans. It newly opened 214 self-operated retail stores and
closed 45 stores during the six-month period. As a result, as of June 30, 2018, the total
number of the Group's self-operated retail stores reached |,196, covering 78 cities in 16

provinces and municipalities in China.

Geographically, central China regions remained the major regional market of the Group
in the six months ended June 30, 2018, which contributed approximately 62.8% of total
revenue for the six months ended June 30, 2018. Northern China experienced a significant
growth during the six months ended June 30, 2018 and its revenue contribution increased

by approximately 14.2% compared with the corresponding period in 2017.
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Business Overview and Outlook

The Group strategically locates its self-operated retail stores in the transport infrastructure,
such as airports, railway stations and subway stations, or the ancillary facilities surrounding
the transport infrastructure. As of June 30, 2018, among all self-operated retail stores
operated by the Group, 361 stores were transport hub stores and revenue derived from
such hub stores accounted for approximately 48.9% of the total revenue for the six
months ended June 30, 2018.

The table below sets forth a breakdown of the number of self-operated retail store

network by geographic location for the periods indicated:

Number of Stores

EROERRE

AEBERBM KB EFIERNRBIEA -
AR5 - N BB Uk R b 8 Sk o A2 AR A A8 5
REfE - #E_T—-\FXA=+TH &
AEEKLNMBEEERET  36IRAA/R
BRAFE  MEBXBRAFIEREBEZE=
Z-NERAZTHILEARNEATKRN RS
G BUE 47 48.9%

TREFIRPRARRMELEZ MG =
FIE B4 8 E AR -

FIESE

Six Months Ended June 30,
BEAA=TRHLEAER

2018 2017
—E-N\F —E—tF
# % # %
#E #E
Central China #EhO 520 434 400 449
Southern China @ ERO 207 17.3 177 19.8
Eastern China © ERO 228 19.1 156 17.5
Northern China B 178 14.9 108 12.1
Southwestern China © FEoe 63 53 51 57
Total et 1,196 100.0 892 100.0
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Business Overview and Outlook

ERDERRE

Revenue U
Six Months Ended June 30,
BEAA=ZTHLEAER
2018 2017
—B-N\F =
RMB’ 000 % RMB’ 000 %
ARETR AREBTR
Central China EhO 865,030 62.8 874,010 64|
Southemn China @ Q) 174,540 12,6 179,204 13.]
Eastern China @ EHO 167,378 12.2 159,891 [1.7
Northern China E: 5| ) 147,065 10.7 128,801 94
Southwestern China © TR © 23,376 1.7 23,890 1.7
Total et 1,377,389 100.0 1,365,796 100.0

Comprises Hubei Province, Hunan Province, Henan Province, Jiangxi Province and Anhui Province.

Comprises Guangdong Province and Fujian Province.

Comprises Shanghai, Jiangsu Province and Zhejiang Province.

Comprises Beijing, Tianjin, Hebei Province and Shandong Province.

Comprises Chongging and Sichuan Province.

Expanding Product Portfolio

The Group has been continuously developing new products to enhance its product

portfolio, particularly focusing on innovative and trending products which are expected to

appeal to young customers.

For example, to cater the current consumption trend of pursuing for a health, green and

fresh lifestyle among the young generation, the Group upgraded its popular “Zhou Hei Ya

Crayfish (3—1%&)" by continuously improving the processing technologies. The Group's

product research team released the new vegetable taste of the Crayfish after careful and

repeated testing.
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Business Overview and Outlook

In addition, the Group continues its cross-over promotion strategy, through cooperation
with Uni-President Enterprises Corp, or Uni-President, and launched the “Zhou Xiao Ban
(/M) sparkling water during the period of World Cup 2018, which was offered in

the Group's retail stores and contributed to the enhancement of customer experience.

Production Capacity

The Group continued to optimize its production arrangements in order to increase its
production capacity and efficiency in the first half of 2018. The Group currently has two
processing facilities located in Hebei and Hubei, and it is in the process of constructing

three additional processing facilities located in Guangdong, Jiangsu and Sichuan.

The processing facility of Hebei Zhou Hei Ya Foods Industrial Park Co., Ltd, or the Hebei
facility, commenced full operation in April 2018. It currently serves the demands arising
from certain cities in northern and eastern China. The processing facility located in Hubei,

or the Hubei facility, currently serves the demands arising from the rest of China.

The Group's Shanghai processing facility used to serve demands arising from eastern
China, and since it was closed in June 2018, the Group shifted its production to the Hebei
facility and Hubei facility. In addition, a processing facility in Guangdong which is under
construction, will serve the demands arising from cities in southern China and another
processing facility in Nantong, Jiangsu which will serve the demands arising from cities
in eastern China. The Sichuan facility, on the other hand, will be serving the needs from

southwestern China.

The Group has continued to optimize the production capacity of its processing facilities.
It is believed that, with its current and new production facilities under development, it has

sufficient production capacities to meet the customer needs nationwide.
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Business Overview and Outlook
X¥XoEREE

Marketing and Branding Campaigns

The Group has endeavored to protect customer rights and continued to leverage its
strong marketing capacities to design various marketing and promotional activities. In
addition, as of June 30, 2018, our WeChat official account has accumulated over 10
million followers. In addition to the traditional localized advertisements on railways, radio
programs and online social media, the Group's first flagship member store was opened
in Wuhan in 2018 showcasing retail business innovations, which is featured with different
appealing benefits and privileges, aiming at providing a superior shopping experience for its
loyal members. Unlike the traditional ones, the flagship member store is featured with its
open exhibition of products. The flagship member store also has clip doll machines, coffee
machines and 24-hour vending machines, customized gift redemption, which are aimed to

provide privileged customer experiences.

Moreover, the Group also introduced the first “smart store” with self-checkout in
Shenzhen. Leveraging the advanced payment technologies supported by WeChat,
therefore customers are able to pay with facial recognition conveniently. The Group
expects to explore and leverage more advanced technologies and measures in order to
provide its customers with a superior shopping experience and to further carry out its

smart retail strategy.

Other than the cooperation with Uni-President, the Group innovatively cooperated with
a cosmetic products company and released limited edition lipsticks which quickly obtained
the attention among young customers. During the World Cup 2018, we launched a cross-
promotion event jointly with Tsingtao Brewery Co., Ltd. to market the classic combination
of snacks and beer which effectively reached a broad customer base in a short period of

time.
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Business Overview and Outlook

E-Commerce

The Group continued to implement its e-commerce strategies. The Group has stablished
strong presence on approximately 16 domestic online marketplaces and local food
ordering and delivery platforms, currently available in 65 cities. In early 2018, the Group
deepened its cooperation with WeChat and developed its in-app mini-program to offer

local food ordering and delivery service.

Big Data Strategies

The Group is endeavored to strengthen its big-data strategy and establish an enhanced
information technology platform to support the sustainable long-term growth. In the first
half of 2018, the Group implemented its SAP system which has currently commenced
the trail test, transforming from the traditional digital system architecture to the multi-
level architecture. It enables the Group to perform comprehensive and collaborative
management and control over the Group. It also adapts to the new accounting and
management requirements of the Group and builds an integrated platform for it,

improving the Group's operating efficiency.

Industry and Business Outlook
China's braised food and retail industries have been in dire need of transition and
consumption upgrades. These industries have been undergoing a revolution to adapt to

the trends of intelligentization and omni-channel operation.

The Group believes that the digitalization of its big-data will serve as a foundation and
the intelligentization of its operational procedures will be the key to achieve its smart
retail strategy. While the omni-channel retailing is expected to be a new normal model
of its industry, the Group believes that the establishment of a comprehensive value chain

centering the customers and addressing their needs will be critical for future success.
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Business Overview and Outlook
X¥XoEREE

In the second half of 2018, the Group expects to further strengthen and advance its RZZB-N\FT+F KEEFEHE—FM

leadership and market share in China and intends to continue to: 58 &T&iﬁﬁﬁ“}ﬂ BIR) B TSR
WHBHEE

. Further expand retail store network and increase production capacities; o INARPIEREHEERBIRALSEKX

. Store image upgrade and product mix upgrade; o IRPIETER IR R E mm AR

+  Enhance brand building by further improving market efforts; o IAmMBEERA  BlmERER

+ Adaptto “New Retail” consumption scenarios; o IMRIATEPERIER

. Precision marketing strategies based on members data analysis and improve repeat e HEHGERWRBELHE RAGER

purchase; and BE R
. Enhance employee incentives and optimize organization and process. o s A7 SR - BACABBIRIR o

*»
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Management Discussion and Analysis

The following table sets forth the Group's unaudited consolidated statements of profits
or loss and other comprehensive income in absolute amounts and as percentage of the
Group's total revenue for the periods indicated, together with the change of the six

months ended June 30, 2017 over the six months ended June 30, 2018 (expressed in

EEENWED

TREIAEBENREER G REREM
2EKER - EF2IARPRAERNER
E’\JE% BREARBRERSE  ERBE

—tFERNAZTREANEAZBE-F

percentages). *)\i/_\ﬂ STRIEREANES(AES
EFIR) @
Six Months Ended June 30,
BEEAA=tHLAEAR
Period-Over-
2018 2017 Period Change
—B-N\F —T—+F [FILL & &)
RMB’ 000 % RMB'000 % %
ARBTR ARETT
Revenue E 1,596,582 1000 1618306 100.0 (1.3)
Cost of sales HERAR (640,905) (40.1)  (632386) (39.1) 13
Gross profit ER 955,677 59.9 985,920 609 (3.1
Other income and gains, net H A A R Y 58 65,217 4.1 39,780 25 63.9
Selling and distribution expenses HE RN HEFAX (495,158) (31.0)  (428,180) (26.5) 15.6
Administrative expenses TR (86,560) (5.5) (70,725) 44 224
Profit before tax BB AR A 439,176 27.5 526,795 326 (16.6)
Income tax expense HiEEiaba (107,665) 67)  (125761) (7.8) (144)
Profit for the period R 331,511 208 401,034 248 (17.3)
Other comprehensive income Hit2EWA
Other comprehensive income RERERDRERR
to0 be reclassified to profit or MEMZERA
loss in subsequent periods:
Available-for-sale investments: AHHERS -
Changes in fair value, net of tax RNHEEH(RTE) NA
— — 726 0.0 N
Reclassification adjustments for gains & A Bz B e I B8
and losses included in the profit BN EAE NA
or loss - gains on disposal, net of tax ~ — & e (Br#Hi& ) — = (726) (0.0) E
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Management Discussion and Analysis

EEEBNWETN

Six Months Ended June 30,
BEAAZTHLAER
Period-Over-
2018 2017 Period Change
—B-N\¥ —t5 At &
RMB’ 000 % RMB'000 % %
ARBTR ARETE
Exchange differences on translation BN EBHMENER Z5
of foreign operations 12,410 0.8 (71.391) (4.4) 1174
Other comprehensive income for HAEMmEEKRA
the period, net of tax (Br#itz) 12,410 0.8 71391 (44) 1174
Total comprehensive income for HREEBRARE
the period 343,921 21.5 329,643 204 43
Basic and diluted earnings BREFARBHEER NA NA
per share (RMB) (ARM) 0.14 TEA 0.17 TERA (17.6)
Revenue L6

The Group's total revenue slightly decreased by approximately 1.3% from RMBI,618.3
million for the six months ended June 30, 2017 to RMBI,596.6 million for the six months

ended June 30, 2018, which was primarily due to (i) the intensified competition for online

and offline sales and marketing resources; and (i) a decrease in customer traffic in self-

operated retail stores in certain regional markets where the Group has been facing

increasing pressure from its aging retail stores.

Geographically, central China region remained the major regional market of the Group

in the six months ended June 30, 2018, which contributed approximately 62.8% of total

revenue for the six months ended June 30, 2018. Northern China experienced a significant

growth during the six months ended June 30, 2018 and its revenue contribution increased

by approximately 14.29% compared with the corresponding period in 2017.

o
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Management Discussion and Analysis

Cost of Sales

Cost of sales increased by approximately |.3% from RMB632.4 million for the six months
ended June 30, 2017 to RMB640.9 million for the six months ended June 30, 2018,
primarily due to the overall price increase in our raw materials, the increased labor costs
and the increased depreciation of equipment due to the commencement of operation of

our Hebei facility.

Gross Profit and Gross Profit Margin

As a result of the foregoing, the Group's gross profit decrease by 3.1% from RMB985.9
million for the six months ended June 30, 2017 to RMB955.7 million for the six months
ended June 30, 2018.

Gross profit margin slightly decreased from 60.9% for the six months ended June 30, 2017
t0 59.9% for the six months ended June 30, 2018.

Other Income and Gains, Net

The Group's other income and gains, net increased by approximately 63.9% from
RMB39.8 million for the six months ended June 30, 2017 to RMB65.2 million for the six
months ended June 30, 2018. The increase was primarily due to (i) a RMBI3.1 million
increase in interest income from structured deposits; and (i) a RMB4.8 million increase in

interest income from bank deposits.

Selling and Distribution Expenses

The Group's selling and distribution expenses increased by approximately 15.6% from
RMB428.2 million for the six months ended June 30, 2017 to RMB495.2 million for the
six months ended June 30, 2018. The increase was primarily due to the increases in lease
expenses, advertising and marketing expenses and salary and welfare for the selling staff,
each a result of the expansion of retail store network in the six months ended June 30,
2018.
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Management Discussion and Analysis
EEEBNWETN

Administrative Expenses

The Group's administrative expenses increased by approximately 22.4% from RMB70.7
million for the six months ended June 30, 2017 to RMB86.6 million for the six months
ended June 30, 2018, primarily due to the increase in salary and welfare for the Group's

general and administrative personal.

Profit Before Tax
As a result of the foregoing, the Group recorded profit before tax of RMB439.2 million for
the six months ended June 30, 2018, decreased by approximately 16.6% from RMB526.8

million for the six months ended June 30, 2017,

Income Tax Expense
Income tax expense decreased by approximately 14.4% from RMBI125.8 million for the
six months ended June 30, 2017 to RMBI107.7 million for the six months ended June 30,

2018, primarily due to the decrease in taxable profit.

Profit for the Period

As a result of the foregoing, due to the fact that the Group's revenue slightly decreased
and the increase in operating expenses and costs outpaced the store network expansion,
the Group's net profit decreased by approximately 17.3% from RMB401.0 million for the
six months ended June 30, 2017 to RMB331.5 million for the six months ended June 30,
2018. Net profit margin was 24.8% for the six months ended June 30, 2017 and 20.8% for
the six months ended June 30, 2018, respectively.

Exchange Differences on Translation of Foreign Operations

Exchange differences on translation of foreign operations increased from a loss of
RMB71.4 million for the six months ended June 30, 2017 to a gain of RMBI12.4 million for
the six months ended June 30, 2018, primarily represented the foreign exchange gains on

the cash and deposits held by the Group denominated in the U.S. dollars.
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Management Discussion and Analysis

Total Comprehensive Income for the Period

As a result of the foregoing, the Group's total comprehensive income for the six months
ended June 30, 2018 increased by approximately 4.3% to RMB343.9 million from
RMB329.6 million for the six months ended June 30, 2017.

Liquidity and Capital Resources

During the six months ended June 30, 2018, the Group financed its operations primarily
through cash generated from its business operations and the net proceeds received from
its initial public offering (the “IPO™). The Group intends to finance its expansion and
business development by internal resources and through organic and sustainable growth,

as well as to use the net proceeds received from its IPO.

Capital Structure

As of June 30, 2018, the Group had net assets of approximately RMB4,108.7 million, as
compared to RMB4,000.7 million as of December 31, 2017, comprising current assets
of approximately RMB3,082.7 million, non-current assets of approximately RMB1,507.7
million, current liabilities of approximately RMB441.0 million and non-current liabilities of

approximately RMB40.8 million.

As of June 30, 2018 and 2017, the Group had no borrowings from bank and financial

institution.

Cash and Bank

As compared with RMB2,039.2 million as of December 31, 2017, the Group had cash and
bank of approximately RMB1,894.3 million as of June 30, 2018, which was consisted of
unrestricted cash and bank balances of approximately RMBI33.1 million and term deposits

with maturity over three months of approximately RMBI,761.2 million.
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Financial Risks

The Group is not subject to significant credit risk and liquidity risk. The Group had cash at
banks denominated in foreign currencies, which exposed the Group to foreign exchange
risk. The Group does not use any derivative contracts to hedge against its exposure to
foreign exchange risk. The management manages its currency risk by closely monitoring
the movement of the foreign currency rates and will take prudent measures to minimize

the currency translation risk.

Use of Proceeds from the Initial Public Offering

Net proceeds from the IPO (including the exercise of the over-allotment options on
November 30, 2016), after deducting the underwriting commission and other estimated
expenses in connection with the Global Offering which the Company received amounted
to approximately HK$2,792.3 million, comprising HK$2,428.1 million raised from the
IPO and HK$364.2 million from the issue of shares pursuant to the exercise of the over-

allotment options, respectively.
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Management Discussion and Analysis

The table below sets forth the use of proceeds by the Group as of June 30, 2018:

EEENWED

TR AEBEE-_FT—/\FAA=1H
KIS RIBAR

Amount that
had been
utilized Remaining
as of June  balance as of
Budget 30,2018 June 30,2018
RS S
—B-N\F ZE-N\¥
AA=+HB ARA=TH
BE CBHALE BT 45 8R

(in RMB million)
(MARBEERIIE)

Construction and improvement of processing facilities 2% & 28 & 11 T 5% e 858.3 5165 3418
Development of retail store network R PIE A 367.8 484 3194
Brand image campaigns, including mEERES(BEET

the e-commerce marketing campaigns BB EHEE) 2943 520 2423
Improvement of research and development MR 2452 38 2414
Acquisition and strategic alliances AT B8 % % M Bt R 2452 179 2273
Upgrades of information technology systems, S SRS

including the enterprise resource planning system (BELXERTEZRS) 1962 208 1754
General replenishment of working capital ARBER—REEER 2452 46.0 199.2
Total @5t 24522 7054 17468

As of June 30, 2018, net proceeds not utilized had been deposited into short-term
deposits and money market instruments, including structured deposits. There has been
no change to the intended use of net proceeds as previously disclosed in the prospectus
of the Company. The proceeds were used and are proposed to be used as and when
appropriate based on the Group's business needs according to the intentions previously

disclosed in the prospectus of the Company dated November [, 2016.
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Management Discussion and Analysis
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Indebtedness

As of June 30, 2018, the Group did not have any outstanding indebtedness or any loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or similar
indebtedness, liabilities under acceptances (other than normal trade bills), acceptance
credits, debentures, mortgages, charges or hire purchase commitments, guarantees or

other contingent liabilities or any covenant in connection thereof.

Cash Flows

For the six months ended June 30, 2018, net cash generated from operating activities
decreased to approximately RMB207.2 million from RMB326.2 million for the six months
ended June 30, 2017, which was mainly attributed to profit before tax of RMB439.2
million, adjusted for certain non-cash items such as depreciation and amortization of
RMB36.7 million. Additional factors that affected net cash generated from operating
activities included the income tax paid of RMB152.9 million, a decrease of RMB40.| million
in other payables and accruals, an increase of RMB24.2 million in prepayments, deposits
and other receivable, a decrease of RMB13.4 million in trade payables, and of RMB6.4

million in rental deposits as a result of our retail store network expansion.

For the six months ended June 30, 2018, net cash used in investing activities decreased
to approximately RMBI18.4 million from RMB[49.9 million for the six months ended June
30, 2017, which was mainly attributed to purchases of structured deposits of RMBI,131.2
million, purchases of financial assets at fair value through profit or loss of RMB300.0
million, contribution to investments in an associate of RMB250.0 million, and purchases of
property, plant and equipment of RMBI183.8 million, partially offset by the proceeds from
disposals of structured deposits of RMB,382.2 million, proceeds from disposal of items of
financial assets at fair value through profit or loss of RMB330.0 million and a decrease of

term deposits of maturity over three months of RMBI 5.2 million.
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Management Discussion and Analysis

For the six months ended June 30, 2018, net cash used financing activities increased to
approximately RMB235.9 million from RMB219.3 million for the six months ended June
30, 2017, which represents the dividends paid in June 2018.

Structured Deposits

The Group from time to time invests in asset management products, primarily structured
deposits, in order to better facilitate its cash management. Structured deposits were
principal-protected products which typically had a fixed short term and may be redeemed
upon their respective expiry dates. As at June 30, 2018, the Group invested approximately
RMB711.0 million of structured deposits (June 30, 2017: approximately RMB761.3
million). The underlying investments of the structured deposits were primarily short-term
sovereign bonds, financial bonds and central bank bills, and other investment products
issued by commercial banks in the inter-bank market in China, which were very liquid with
a relatively short term of maturity, and which were considered to be similar to placing
deposits with banks whilst enabling the Group to earmn a relatively higher rate of return. In
the six months ended June 30, 2018, interest income from structured deposits amounted

to approximately RMB22.3 million (June 30, 2017: approximately RMB9.1 million).

The Group has implemented capital and investment policies to monitor and control
the risks relating to its investment activities. The Group may only make investments in
asset management products when it has surplus cash. Only make investments in low-
risk products issued by qualified commercial banks or other financial institutions are
allowed and the investments should be non-speculative in nature. The Group's capital and
investment policies also specify the criteria for selecting investments to be considered and

the detailed review procedures that each proposed investment shall go through.
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In view of an upside of earning a relatively higher return than current saving or fixed
deposit rate under the low interest rate trend, as well as the principal-protected nature
and a relatively short term of maturity of the structured deposits, the directors of the
Company (the “Directors”) are of the view that the structured deposits pose trivial risk
to the Group and the terms and conditions of each of the structured deposits are fair and

reasonable and are in the interests of the Company and its shareholders as a whole.

Capital Expenditure

The Group's capital expenditures amounted to RMBI71.0 million for the six months
ended June 30, 2018, mainly in connection with the establishment of SAP system,
upgrades of production lines improvement of processing facilities and decoration and
improvement of self-operated retail stores. The Group financed its capital expenditures

primarily with cash generated from operations and the proceeds from the IPO.

Contingent Liabilities and Guarantees
As of June 30, 2018, the Group did not have any significant contingent liabilities,

guarantees or any litigation against it.

Major Investment

In March 2018, one of the Group's indirect wholly-owned subsidiary entered into a
partnership agreement with two subsidiaries of Shenzhen Tiantu Investment Co., Ltd.
(FYITREREE RN AR A A to jointly establish Shenzhen Tiantu Xingnan
Investment Partnership (Limited Partnership) (RN KB BEREA BT (BR
B %)) (the “Partnership”) with a total size of RMB3.0 billion in Shenzhen, of which the
Group subscribed for RMB500.0 million. As of the date of this report, the Group had
made the full payment for its initial capital contribution of RMB250.0 million, which were
funded from its operations. The Partnership is expected to serve an investment platform
to primarily explore investment opportunities related to consumption upgrade and new
retail. Please refer to the announcement of the Group dated March 12, 2018 for more

details.

Other than the Partnership, in the six months ended June 30, 2018, the Group did not

conduct any other material investments, acquisitions or disposals.
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Management Discussion and Analysis

Turnover Ratios

Average inventory turnover days increased from 61.8 days for the six months ended
June 30, 2017 to 68.0 days for the six months ended June 30, 2018, primarily because
the Group had increased the inventory reserves of certain major raw materials at lower

prevailing market prices.

Average trade receivables turnover days slightly increased from 0.9 days for the six
months ended June 30, 2017 to 2.7 days for the six months ended June 30, 2018,
primarily because the payment settlement cycles of certain transport hub stores increased
to approximately one month or more after contract renewal since the second half of
2017.

Average trade payables turnover days decreased from 25.7 days for the six months ended
June 30, 2017 to 22.3 days for the six months ended June 30, 2018, primarily due to a

decrease in payables to suppliers.

Employee and Labor Cost
As of June 30, 2018, the Group had a total of 4,778 employees, among which
approximately 63.8% were retail store operations and sales staff and approximately 15.2%

were manufacturing staff at its processing facilities.

The Group has developed a performance evaluation system to assess the performance
of its employees annually, which forms the basis for determining the salary levels, bonuses
and promotions an employee may receive. Sales and marketing personnel may also
receive bonuses based on the sales targets they accomplished, by taking into account the

overall sales performance of the stores in the same regional market in the relevant period.

For the six months ended June 30, 2018, the Group incurred total labor costs of

RMB217.6 million, representing approximately |3.6% of total revenue of the Group.
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RSU Scheme

The Company adopted a restricted share unit scheme (the “RSU Scheme”) on July 25,
2018. The purpose of the RSU Scheme is to incentivize Directors, senior management
and employees of the Group for their contribution to the Group, to attract, motivate
and retain skilled and experienced personnel to strive for the future development and
expansion of the Group by providing them with the opportunity to own equity interests
of the Company. The maximum number of restricted share units (“RSUs") that may be
granted under the RSU Scheme in aggregate (excluding RSUs that have lapsed or been
cancelled in accordance with the Scheme Rules) shall be such number of Shares held
or to be held by Computershare Hong Kong Trustees Limited, as the trustee for the
administration of the RSU scheme, for the purpose of the RSU Scheme from time to time.
Subject to early termination by the Board, the RSU Scheme shall be valid and effective for
ten (10) years commencing on the date of the first grant of the RSUs. For more details of
the RSU Scheme, please refer to the announcements of the Company dated July 25, 2018
and July 31, 2018. As of August 29, 2018, being the date of this interim report, no any

RSUs have been issued.

Top Suppliers and Top Customers

For the six months ended June 30, 2018, purchases from the Group's largest duck supplier
in terms of RMB amount accounted for approximately 9.2% of total purchase cost and the
aggregate purchases from its top five duck suppliers in terms of RMB amount in aggregate

accounted for approximately 26.1% of total purchase cost.

For the six months ended June 30, 2018, due to the nature of the Group's business,

revenue derived from its top five customers accounted for less than 30% of total revenue.

Reserves
As of June 30, 2018, the Group's reserves available for distribution to shareholders of the

Company amounted to approximately RMB2,200.4 million.

Subsequent Events
No material events were undertaken by the Group subsequent to June 30, 2018 and up

to the date of this interim report.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT

POSITIONS IN SHARES, UNDERLYING SHARES OR DEBENTURES OF THE
COMPANY OR ITS ASSOCIATE CORPORATIONS
As of June 30, 2018, the interests and short positions of the Directors and the chief

executive of the Company in the Shares, underlying Shares or debentures of the

Company or its associated corporations (within the meaning of Part XV of the Securities

and Futures Ordinance (the "SFO™)) as recorded in the register required to be kept by

the Company pursuant to section 352 of the SFO or as notified to the Company and The

Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model

Code for Securities Transactions by Directors of Listed Issuers (the “Model Code") were

as follows:

Name of Group

EERBETRAEREALFRE
MECEE RN - HRROSERE
HEBERKE
BE_Z—\FRA=THL EZRAD
ARBTRABERARAREREEE(E
EARFLPERO(TRERAKKRH])F
XVER) B ~ BRI K EEETREAR
BEZIPERIFEI2ERERFERD
AZBRMAER  IRBELTETAES
ETEFRX NEETRI([RESFR ) A
SARRRBEMA RS M ([BRA]) 6
HIRBWT

member/associated Capacity/ Approximate

corporation Nature of interest Number of percentage of
Name of Director/Chief Executive rEERE a4/ underlying Shares(" shareholding
ES BRTRABHSA M EE A BEME HERGEEO HSORETIL
Mr. ZHOU Fuyu The Company Interest of spouse® 1,473,893,500? 61.85%
BAEREE LN ALiBEm O

Healthy Origin Interest of spouse®

Holdings Limited 100%

RERER QR [Tl
Notes: BsT -

(1 Al interests stated are long positions.

(2) These 1,473,893,500 Shares represent 1,668,000 Shares held by Ms. Tang Jianfang, 1,190,818,000
Shares held by Healthy Origin Holdings Limited, 32,480,300 Shares held by ZHY Holdings Il
Company Limited and 248,927,200 Shares held by ZHY Holdings IV Company Limited.

() FITRMMALREE -

() RZIAT38NBS0BRBHH BEF L+
F5 B 1,668,000 8% B 1 - IRER B R A A
¥ 51190818000 & 5+ ZHY Holdings
Il Company Limited#§ & 32,480,300 % B& 7
K ZHY Holdings IV Company Limited¥§ &
248,927,200 B A& 15 ©



Other Information

The entire issued share capital of Healthy Origin Holdings Limited and ZHY Holdings I Company
Limited are held by Ms. Tang Jianfang, therefore Ms. Tang Jianfang is deemed to be interested in
1,190,818,000 Shares and 32,480,300 Shares held by Healthy Origin Holdings Limited and ZHY
Holdings Il Company Limited, respectively. Since Ms. Tang Jianfang owns 67.083% of ZHY Holdings
IV Company Limited, Ms. Tang Jianfang is also deemed to be interested in 248,927,200 Shares held

by ZHY Holdings IV Company Limited.

(3) Mr. Zhou is the spouse of Ms. Tang Jianfang and is deemed to be interested in the Shares which
are interested by Ms. Tang Jianfang under the SFO.

Save as disclosed above, as at June 30, 2018, none of the Directors nor the chief executive
of the Company had any interests or short positions in any of the shares, underlying
shares or debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required to be kept by the
Company pursuant to section 352 of the SFO or as notified to the Company and the

Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND UNDERLYING SHARES

DISCLOSEABLE UNDER THE SFO

As at June 30, 2018, the following persons (other than the Directors or the chief executive

of the Company) have interests or short positions in the Shares or underlying Shares as

recorded in the register required to be kept by the Company under section 336 of the

SFO:

REFSFRPERIATRENE

ERFRREMATRERGREERK
HHEERAR

RZE-N\FRA=TH UTAL(EF
FARARSTRABRINRAR BN
AR PR ABREE SR AEEE
336 HRME BN AR B FENRR LM

ERHTAR

Approximate

Number of Shares percentage
Name of shareholder Nature of interest or securities held(" of interest
RR#EH BEEttE FEROIESBE ) HORESIL
Ms. TANG Jianfang® Interests in a controlled corporation 1,472,225,500 (L) 61.78%
ERFRLO RIEHEE S
Beneficial owner 1,668,000 (L) 0.07%
EnBAA
Healthy Origin Holdings Limited Beneficial owner [,190,818,000 (L) 49.97%
ERERAR AR EnBAA
ZHY Holdings IV Company Limited Beneficial owner 248,927,200(L) 10.45%
EnBAA
Ms. ZHOU Ping® Interests in a controlled corporation 136,440,000 (L) 5.73%
Bz Lo REHEE S
ZHY Holdings Il Company Limited Beneficial owner 136,440,000 (L) 5.73%
EnBAA
Mr. WANG Yonghua' Interests in a controlled corporation 182,886,450 (L) 7.67%
FAERLE® REGEE
(Shenzhen Tiantu Investment Interests in a controlled corporation 182,886,450 (L) 7.67%

Management Co,, Ltd.)®
RITREREERRNDERDA

REHEEES



Other Information

Approximate

Number of Shares percentage

Name of shareholder Nature of interest or securities held®") of interest

BRER BEME FEROBEFBE " BOREESL

Tiantu Advisory Company Limited® Interests in a controlled corporation 182,886,450 (L) 7.67%
AEHBDERDEO R E S

Tiantu Investments Limited® Beneficial owner 182,886,450 (L) 7.67%

EsBAA

UBS Group AG Interest in a controlled corporation 16417564 (L) 4.89%
RIEGEE S

3,565,300 (5) 0.15%
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Notes

The letter “S" denotes the person’s short position in such Shares. The letter “L" denotes the

person’s long position in such Shares.

These 1,472,225,500 Shares represent |,190,818,000 Shares held by Healthy Origin Holdings
Limited, 32,480,300 Shares held by ZHY Holdings Il Company Limited and 248,927,200 Shares
held by ZHY Holdings IV Company Limited.

The entire issued share capital of Healthy Origin Holdings Limited and ZHY Holdings I Company
Limited are held by Ms. Tang Jianfang, therefore Ms. Tang Jianfang is deemed to be interested in
1,190,818,000 Shares and 32,480,300 Shares held by Healthy Origin Holdings Limited and ZHY
Holdings Il Company Limited, respectively. Since Ms. Tang Jianfang owns 67.083% of ZHY Holdings
IV Company Limited, Ms. Tang Jianfang is also deemed to be interested in 248,927,200 Shares held
by ZHY Holdings IV Company Limited.

Since Ms. Zhou Ping owns 72.22% of ZHY Holdings lll Company Limited, Ms. Zhou Ping is deemed
to be interested in 136,440,000 Shares held by ZHY Holdings lll Company Limited.

Tiantu Investments Limited, a company incorporated in the British Virgin Islands, holds 182,886,450
Shares, representing 7.67% of the total issued share capital of the Company. Tiantu Advisory
Company Limited holds 91.70% of Tiantu Investments Limited and is wholly owned by Shenzhen
Tiantu Investment Management Co, Ltd. (“Shenzhen Tiantu"), a company listed on the National
Equities Exchange and Quotations (NEEQ: 833979) in the PRC. Mr. Wang Yonghua holds 59.80%
shareholding interest in Shenzhen Tiantu. Therefore, under Part XV of the SFO, each of Tiantu
Investments Limited, Tiantu Advisory Company Limited, Shenzhen Tiantu and Mr. Wang Yonghua
is deemed to be interested in 182,886,450 Shares held by Tiantu Investments Limited, representing
7.67% of the total issued share capital of the Company.

Other Information
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Other Information

Save as disclosed above, as at June 30, 2018, the Directors and chief executive of the
Company are not aware of any other persons/entities, not being a Director or chief
executive of the Company, who has an interest or short position in the Shares or the
underlying Shares of the Company as recorded in the register required to be kept by the
Company under section 336 of the SFO.

PURCHASE, SALE AND REDEMPTION OF LISTED SECURITIES
The Company and its subsidiaries did not purchase, sell or redeem any of the listed

securities of the Company during the six months ended June 30, 2018.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

During the six months ended June 30, 2018, the Company has complied with the
applicable code provisions of the Corporate Governance Code (the "CG Code") as
set out in Appendix 14 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

The Board will continue to review and monitor the practices of the Company for the
purpose of complying with the CG Code and maintaining a high standard of corporate

governance practices of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the “Model Code for Securities Transactions by Directors of
Listed Issuers” (the “Model Code") as set out in Appendix 10 to the Listing Rules as its
code of conduct regarding Directors' securities transactions. Having made specific enquiry
of all Directors of the Company, they have confirmed that they have complied with the
Model Code throughout the six months ended June 30, 2018.
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AUDIT COMMITTEE

The Company established the Audit Committee with written terms of reference in
compliance with the CG Code. As at the date of this report, the Audit Committee
comprises three independent non-executive Directors, namely Mr. Wu Chi Keung, Mr.
Chan Kam Ching, Paul, and Mr. Lu Weidong. Mr. WU Chi Keung is the chairman of the
Audit Committee.

The Audit Committee has reviewed and discussed the interim results and the interim

reports for the six months ended June 30, 2018.

INTERIM DIVIDEND
The Board resolved not to declare any payment of interim dividend for the six months

ended June 30, 2018.

CHANGE IN DIRECTORS’ INFORMATION UNDER RULE [3.51B(l) OF THE
LISTING RULES

On April 23, 2018, Mr. Zhu Yulong resigned as an executive Director of the Company
and ceased to be the chairman of the strategic development committee and a member of

the remuneration committee of the Company.

Mr. Hao Lixiao, an executive Director, Chief Executive Officer and a member of the
strategic development committee, was been appointed as the chairman of the strategic

development committee of the Company with effect from April 23,2018

On the same date, the Company appointed Ms. Li Ying as an executive Director and a
member of the remuneration committee of the Company, whose biographical details
were contained in the announcement of the Company in connection with the resignation
and appointment of executive Directors and change of composition of Board committees

on April 23, 2018.

Except as disclosed above, there is no other change in the Directors’ information which is
required to be disclosed pursuant to rule 13.51B(1) of the Listing Rules since the date of
2017 annual report of the Company.

Other Information
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FHEASEREEREtEEKER

For the six months ended 30 June 2018
HE-Z-\FRA=THI~EA

Six months ended 30 June

BEASA=THLEANEAR

2018 2017
ZE-N\F —F—tF
Notes RMB’000 RMB'000
(g ARBTR ARETT
(unaudited) (unaudited)
(REER) (R&EZ)
REVENUE e & 4 1,596,582 1,618,306
Cost of sales HE A (640,905) (632,386)
Gross profit EH 955,677 985,920
Other income and gains, net H A A R iz % 2R 4 65217 39,780
Selling and distribution expenses HE RS HERAX (495,158) (428,180)
Administrative expenses T (86,560) (70,725)
PROFIT BEFORE TAX BR % A2 A 5 439,176 526,795
Income tax expense PG TR X (107,665) (125761)
PROFIT FOR THE PERIOD CiTap ] 331,511 401,034
Attributable to: AT REM -
Owners of the parent [SYNCIEZZS PN 331,511 401,034
OTHER COMPREHENSIVE INCOME HitpZ2EUWA
Other comprehensive income to be reclassified REBEEHHEEER
to profit or loss in subsequent periods: FEMZEA
Available-for-sale investments: AHHERE -
Changes in fair value, net of tax NHEEH(RBE) — 726
Reclassification adjustments for gains and FABRARGEREEER
losses included in profit or loss — gains on DERAE - HEWE(BRHE)
disposal, net of tax = (726)
Exchange differences: BE 5 = %R
Exchange differences on translation of B EBHMENER =8
foreign operations 12,410 (71,391)
OTHER COMPREHENSIVE INCOME MARMZERA (BRBE)
FOR THE PERIOD, NET OF TAX 12,410 (71,391)
TOTAL COMPREHENSIVE INCOME HAZEKALE
FOR THE PERIOD 343,921 329,643
Attributable to: AT RS -
Owners of the parent [SYNCIE 2SN 343,921 329,643
EARNINGS PER SHARE ATTRIBUTABLE BAREEEREE ARG
TO ORDINARY EQUITY BREF
HOLDERS OF THE PARENT
Basic and diluted (RMB) EXREFE(ARE) 8 0.14 0.17




FEI AR S B B AR R

As at June 30,2018
RZZ-N\F/A=+H

30 June 31 December
2018 2017
—E-N\E —T—+F
AA=+tH +ZA=1+—H
Notes RMB’ 000 RMB'000
Bt AR®BTR ARBTT
(unaudited) (audited)
(REER) (&&E%)

NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB KR 9 966,415 839,028
Prepaid land lease payments AR 3 E KA 110,258 ['11,467
Prepayments HERFIE 53,152 40,288
Rental deposits HER® 76,855 70,459
Other intangible assets Hitm & E 8,094 7,962
Investments in an associate R—EE A RNERE 13 250,000 =
Deferred tax assets BEETRIERE 42,950 31410
Total non-current assets FRBEERE 1,507,724 1,100,614

CURRENT ASSETS RBEE

Inventories "E 10 235,890 248435
Trade receivables B 5 RAGR I 22,994 25,506
Prepayments, deposits and other receivables BRFIE - ke R E M EKIE 12 193,297 1,108,512
Due from the Controlling Shareholders e M 12 AR A BR 5RO 20(c) 1,305 1,801
Structured deposits EEMER 711,000 —
Available-for-sale investments AtHERE — 30,000
Restricted cash RRHIRE 14 20,866 14911
Cash in transit FgHe 14 3,124 3,489
Cash and bank Be RFITHER 15 1,894,306 2,039,166
Total current assets RBEERE 3,082,782 3,471,820




FHIE GRS B B R

As at June 30,2018
RZZ-N\F/A=+H

30 June 31 December
2018 2017
—E-N\F TE—F
AA=tH +ZA=+—H
Notes RMB’000 RMB'000
B sE ARET ARBETT
(unaudited) (audited)
(REBER) (f8E%)
CURRENT LIABILITIES nEEE
Trade payables B HENTIE 16 72,857 86,301
Other payables and accruals Hoph e FRIE K AT B 304,897 347,28
Government grants, current B #EB - 8 902 902
Income tax payable FERT PR AT 62,332 96,263
Total current liabilities REBEAHE 440,988 530,747
NET CURRENT ASSETS REEEFE 2,641,794 2,941,073
TOTAL ASSETS LESS CURRENT LIABILITIES BEERABDEE 4,149,518 4041687
NON-CURRENT LIABILITIES FREBEE
Deferred tax liabilities RIERTEE 4,334 4,076
Government grants, non-current BB - JEnE 36,487 36,938
Total non-current liabilities kRBEBERE 40,821 41014
NET ASSETS EERE 4,108,697 4,000,673
EQUITY R
Equity attributable to owners of the parent BRREEAELESR
Share capital B 17 16 16
Reserves & 4,108,681 4,000,657
TOTAL EQUITY MR 4,108,697 4,000,673

E ;



Interim Condensed Consolidated Statement of Changes in Equity

FHIERAGREERE X

For the six months ended 30 June 2018
HE-Z-\FXA=TRHIEREA

Attributable to owners of the parent

BRREEAES
Exchange
Share Share Merger Statutory  fluctuation Retained Total
capital premium reserve reserve reserve profits equity
EX
Rx  ROEE AHEE  AERE  RBRR  REEA 4]
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARBTR ARMTT ARETR ARMTR AR%TR ARETR ARMTR
At | January 2018 R=Z2-NF-A-8 6 2384336 12,500 73,675 (91,399) 1,621,545 4,000,673
Proft for the period iy = = — — — 31,511 31511
Exchange differences on translation ENEBRENESEE
of foreign operations — — — — 12,410 — 12,410
Total comprehensive income BR2ERALE
for the period = = = = 12,410 331,511 343921
Final 2017 dividend declared ER-E—tERERE - (235897) — — — —  (235897)
At 30 June 2018 (unaudited) RZB-NERAZTH(REBER) 16 2148439 12,500 73675 (78989) 1,953,056 4,108,697
At | January 2017 BZZ-t5-A-H 16 2591,169 12,500 71,161 58294 862431 3595571
Proft for the period AR A — = — — — 401,034 401,034
Exchange differences on translation BNRBRENELZR
of foreign operations = = = = (71391) = (71391)
Total comprehensive income HRE2EKAGE
for the period = = = = (71391) 401,034 329643
Final 2016 dividend declared ER-Z—NERERS —  (206833) — — — —  (206833)
At 30 June 2017 (unaudited) RZZ-tEXAZTH(REER) l6 238433 12,500 71,161 (13097) 1263465 3718381
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FHFRGERERER

For the six months ended 30 June 2018
HEZZ-\$XA=THILAER

Six months ended 30 June

BEAA=THLEAER

2018 2017
—E-N\F “E+F
RMB’000 RMB'000
Notes AR®ETR ARBTT
Bk (unaudited) (unaudited)
(REER) (REER)
CASH FLOWS FROM OPERATING ACTIVITIES E&ZEBfBRERE
Profit before tax BR B A A 439,176 526,795
Adjustments for: AT EERE
Depreciation of property, plant and equipment ME - BERRETE 34,749 27,401
Amortisation of prepaid land lease payments TR £ 0 3E & SRR 526 568
Amortisation of other intangible assets Hofh f T & 8 1,422 862
Interest income from bank deposits RITIE A EWRA 4 (25,974) (21,207)
Interest income from financial assets at fair value BATEFEAEEHTA
through profit or loss BafemEENMERA (908) —
Interest income from available-for-sale investments  A] {1 &5 1% & B FI| B — (968)
Interest income from structured deposits measured ~ EAFEaTE B HEE)
at fair value through profit or loss SFABRTENEBL
TERRE M B A 4 (22,250 (9,143)
Loss on disposal of items of property, HEWE  BERFHEIEE
plant and equipment g 7,117 10,526
Gain on foreign exchange HINE 2 (5,060) (7,161)
Government grants B 5 B (451) (54)
428,347 527,128
Decrease in restricted cash RR IR 2R A = 60
Decrease in cash in transit ErRER D 365 2,090
Decrease/(increase) in trade receivables 2B SRR,/ (3n) 2,512 (1,028)
Increase in prepayments, deposits and BAFIE - ek
other receivables H At B R IBE (24,213) (4,869)
Decrease/(increase) in amounts due from PR AR AR SR AR IEDR 2 (38 )
the Controlling Shareholders 496 (1,070)
Increase in rental deposits MEREEM (6,396) (15,327)
Decrease/(increase) in inventories FERL, /(M) 12,545 (21,526)
(Decrease) /increase in trade payables BHEAFECRD), L (13,444) 16,769
Decrease in other payables and accruals HA & 5 508 K% FE 5T B AR A (40,134) (26,280)
Cash generated from operations REEFNHSE 360,078 475,947
Income tax paid BRAEH (152,878) (149,749)
NET CASH FLOWS FROM REZBMEREREFE
OPERATING ACTIVITIES 207,200 326,198

*



FHERASERERER

For the six months ended 30 June 2018
HEZZ-\FRA=THIAEA

Six months ended 30 June

BEAA=tRHLEAER

2018 2017
“B-N\§ —tF
RMB'’000 RMB'000
Notes AR®ETR ARETT
Bk (unaudited) (unaudited)
(REER) (R&&EZ)
CASH FLOWS FROM INVESTING ACTIVITIES ~ REZBISRLRE
Purchases of items of property, plant and equipment BE B ¥13% « iR k& mIEE (183,821) (128,758)
Proceeds from disposal of items of BEWE  BFEREEER
property, plant and equipment W ET1S kI8 137 1,206
Increase of restricted cash for purchase of BEWE  BFELREE
property, plant and equipment XEEIREIEM (5,955) —
Additions to prepaid land lease payments TET 3t & RRIBE N — (8,388)
Additions to other intangible assets Hith B EERE (1,554) (826)
Contribution to investments in an associate AR &R — R E A RIS (250,000) =
Interest income from financial assets at fair BATHEE BEEEH ABR
value through profit or loss HEBEENMERA 908 =
Interest income from available-for-sale investments ] £ 1 &£ 4% & M) F 8 A = 968
Interest income from structured deposits measured & A {EiT 2 B EE 85T A18m
at fair value through profit or loss H) AR T SRAO A B R A 22,250 9,143
Purchase of financial assets at fair value through BEEATEF=Z8EEY
profit or loss AABREEREE (300,000) —
Purchase of available-for-sale investments BEAHHERE — (330,000)
Purchase of structured deposits BERBUEX (1,131,190) (1,096,770)
Decrease of term deposits of maturity over =18 A LA £ 2860 5 HiTE 5R0R 2
three months 115,244 204,405
Interest received from bank deposits BRI RUE AR F S 3,402 2,007
Acquisition of a subsidiary, net of cash WE—HMNEBLR - HREE — (13901)
Repayment of amounts due to a related party BEEN -2 A KA — (149,843)
Proceeds from disposal of items of financial assets HEEATESEEEEESEFTA
at fair value through profit or loss BRMemEEEBWAMEHRIE 330,000 —
Proceeds from disposal of items of available-for-sale 45 AJ i i E1X B I8 B M FT1S 3R
investments = 340,000
Proceeds from disposal of structured deposits HE BB I RS RIA 1,382,190 1,020,817
NET CASH FLOWS USED IN REZHMARSREBFE
INVESTING ACTIVITIES (18,389) (149,940)




FHFRGERERER

For the six months ended 30 June 2018
HEZZ-\$XA=THILAER

Six months ended 30 June

BEAA=THLEAER

2018 2017
—E-N\f T tF

RMB’ 000 RMB'000

Notes ARETR ARETT
PiyaE (unaudited) (unaudited)

(REER) (RE&EZ)

CASH FLOWS FROM FINANCING ACTIVITIES RIEEBFMERERE

Dividends paid BRI E (235,897) (206,833)
Payment of listing expenses A0 B AT R XX = (12,465)
NET CASH FLOWS USED IN BEZHFMARSREZHE

FINANCING ACTIVITIES (235,897) (219,298)
NET DECREASE IN CASH AND REeRReEBYRDFE

CASH EQUIVALENTS (47,086) (43,040)
Cash and cash equivalents at beginning of the period H3#13R € MIR & EEY) 162,686 200,709
Effect of foreign exchange rate changes, net EXEEHNTE - FH 17,470 (64,230)
CASH AND CASH EQUIVALENTS AT END HANBESRBESEEY

OF THE PERIOD 133,070 93439
ANALYSIS OF BALANCES OF CASH AND REeRREeEBYEHRIN

CASH EQUIVALENTS
Cash and cash in bank BE RBTEEHER 133,070 93,439




REIR A AR A B B R B R

CORPORATE AND GROUP INFORMATION

The Company is an exempted company incorporated in the Cayman Islands with
limited liability under the Companies Law of the Cayman Islands on |13 May 2015.
The registered and correspondence office of the Company is located at the offices
of Intertrust Corporate Services (Cayman) Limited, 190 Elgin Avenue, George
Town, Grand Cayman KY1-9005, Cayman Islands. The Company was listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange™)
on 'l November 2016 (the “Listing”).

The Company is an investment holding company. The Company and its subsidiaries
(collectively referred to as the “Group”) are principally engaged in the business of
casual braised duck related food production, marketing and retailing (“Zhou Hei Ya

Business”) in the mainland of the People’s Republic of China (the “PRC").

In the opinion of the directors of the Company (the “Directors”), the ultimate
controlling shareholders of the Company are Mr. Zhou Fuyu and Ms. Tang Jianfang

(together known as the “Controlling Shareholders").

In the opinion of the Directors, the ultimate holding company of the Company is

Healthy Origin Holdings Limited, which is incorporated in the British Virgin Islands.

30 June 2018
“2-N\ERAZTA
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FEI AR S B B R R

30 June 2018
~F-\ERA=TA

2.

E }

BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES

2.1

Basis of Preparation

The interim condensed consolidated financial statements for the six months
ended 30 June 2018 have been prepared in accordance with HKAS 34
Interim Financial Reporting issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA").

The interim condensed consolidated financial statements do not include all
the information and disclosures required in the annual financial statements,
and should be read in conjunction with the annual financial statements
for the year ended 31 December 2017, which have been prepared in
accordance with Hong Kong Financial Reporting Standards (“"HKFRS") issued
by the HKICPA.

The interim condensed consolidated financial statements have been
prepared under the historical cost convention except available-for-sale
investments and structured deposits, which have been measured at fair value.
The interim condensed consolidated financial statements are presented
in Renminbi (“RMB") and all values are rounded to the nearest thousand

(RMB'000) except when otherwise indicated.
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BASIS OF PREPARATION AND CHANGES TO THE GROUP'S 2. wEBEERAEESHBRSE
ACCOUNTING POLICIES (Cont'd) &)
22 Changes In Accounting Policies and Disclosures 22 BREEREESE

The accounting policies adopted in the preparation of the interim condensed

consolidated financial statements are consistent with those followed in the

preparation of the Group's annual financial statements for the year ended 3|

December 2017, except for the adoption of the revised Hong Kong Financial

Reporting Standards (“HKFRSs") and interpretations as of | January 2018,

noted below.

The Group has adopted the following new and revised HKFRSs for the first

time for the current period's financial statements

HKFRS 9

HKFRS 15

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 15

Amendments to HKFRS 40

HK(FRIC)-Int 22

Annual Improvements

2014-2016 Cycle

Financial Instruments BERMBHRELER
F95%
Revenue from Contracts ERMBHRELER
with Customers £ 155
Classification and Measurement of BERM BRG]
Share-based Payment Transactions 8 2SR EVIER]
Applying HKFRS 9 Financial BB BRELER
Instruments with HKFRS 4 F45REER]
Insurance Contracts
Clarifications to HKFRS |5 Revenue & /B EI 1534 2R
from Contracts with Customers £ 15 RAER]
Transfers of Investment Property BERM BRG]
F405RMIER]
Forejgn Currency Transactionsand & 76 (BIFR I
Advance Consideration 2RZEE) -
REFELR
Amendments to HKFRS | —FE-mEF
and HKAS 28 ZE-NFHHY
ZFEE
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BASIS OF PREPARATION AND CHANGES TO THE GROUP'S
ACCOUNTING POLICIES (Contd)

22

Changes In Accounting Policies and Disclosures (Contd)

Other than explained below regarding the impact of adopting HKFRS 9 and

HKFRS 15, the other standards did not have any impact on the Group's

accounting policies and did not require retrospective adjustments.

The impact on the financial statements

HKFRS 9 Financial Instruments was generally adopted without
restating comparative information with the exception of certain
aspects of hedge accounting. The reclassifications and the adjustments
are therefore not reflected in the balance sheet as at 31 December
2017, but are recognised in the opening balance sheet on | January
2018.

The Group presented in profit or loss (“PL") changes in the fair
value of all its money market funds previously classified as available-
for-sale investments and structured deposits previously included
in prepayments, deposits and other receivables, because these
investments did not pass the contractual cash flow characteristics test
in HKFRS 9. As a result, assets with a fair value of RMB30,000,000 and
RMB962,000,000 were reclassified from available-for-sale investments
and prepayments, deposits and other receivables, respectively, to
financial assets at fair value through profit or loss (“FVPL") on January |,
2018.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Contd)

(b)  HKFRS 9 Financial Instruments — Impact of adoption

0;

Money market funds previously classified as available-for-sale
investments and structured deposits previously included in

prepayments, deposits and other receivables

The adoption of HKFRS 9 from | January 2018 resulted in
changes in accounting policies and adjustments to the amounts
recognised in the financial statements. The new accounting
policies are set out in Note 2.2(c) below. In accordance with
HKFRS 9, comparative figures have not been restated. Any
adjustments to the carrying amounts of financial assets and
liabilities at the date of transition are recognized in the opening

retained profits of the current year.

On | January 2018 (the date of initial application of HKFRS
9), the Group's management has assessed which business
models apply to the financial assets held by the Group and has
classified its financial instruments into the appropriate HKFRS 9
categories. The main effects resulting from this reclassification

are as follows:
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BASIS OF PREPARATION AND CHANGES TO THE GROUP'S
ACCOUNTING POLICIES (Contd)

Changes In Accounting Policies and Disclosures (Contd)

(b)  HKFRS 9 Financial Instruments — Impact of adoption (Contd)

() Money market funds previously classified as available-for-sale

investments and structured deposits previously included in

prepayments, deposits and other receivables (Cont d)

RUBERAEESTHERS
&)
22 EBFBEXRREESH(Z)
by BEMBHRESERFEIR
(¢RI AE] -KARE
(&
() ER2EAIHEL
EREMNEK TS
e RERFARN
RIE - RERHME
Y FRIB ) A B 1T R

(%)
Financial assets
included in
Available- prepayments
for-sale deposits and  Financial assets
investments other receivables at FVPL
sTARR BRVE
ME - RER GTEEH
Yt HttEWRE SBFARS
HERE NEREE NEMEE
RMB’ 000 RMB’000 RMB’000
AR®TR AR®BTFR AR®BFR
Closing balance as at RZZE—tF+A
31 December 2017 =t+—BMERER 30,000 962,000 —
Reclassification from available- B A1 ERE
for-sale investments to BNOBERATE
financial assets at FVPL STEAHEBHTA
BaNEeREE (30,000) — 30,000
Reclassification from financial Bt ABNHIE - ek
assets included in HitEWTIEN & RIEE
prepayments, deposits and BN EERATAE
other receivables to structured  sTE B EEBF ABHE
deposits measured at FVPL MBI — (962,000) 962,000
Opening balance as at RZE—-\F—-H—H
| January 2018 Y ER D A Bk — — 992,000
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)

(b)  HKFRS 9 Financial Instruments — Impact of adoption (Contd)

Impairment of financial assets

The Group has trade receivables for sales of products that are
subject to HKFRS 9's new expected credit loss model, and the
Group was required to revise its impairment methodology

under HKFRS 9 for these receivables.

The Group applies the HKFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables from initial
recognition. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics and the aging. The adoption of new approach
did not result in any impact on the amounts reported in the
opening balance sheet on January |, 2018 and the financial

information during the six months ended June 30, 2018.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
(b)  HKFRS 9 Financial Instruments — Impact of adoption (Contd)

(i) Impairment of financial assets (Cont d)
Trade receivables are written off when there is no reasonable
expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, amongst others, the failure of

a debtor to engage in a repayment plan with the Group.

While cash and cash equivalents and other receivables are
also subject to the impairment requirements of HKFRS 9, no

impairment loss was identified.
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BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018

() Investments and other financial assets
Classification

From January I, 2018, the Group classifies its financial assets in

the following measurement category:

®  those to be measured subsequently at fair value (either
through other comprehensive income (“OCI"), or

through PL), and

° those to be measured at amortised cost.

The classification depends on the Group's business model for
managing the financial assets and the contractual terms of the

cash flows.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

(i) Investments and other financial assets (Contd)

Classification (Cont'd)

For assets measured at fair value, gains and losses will either be
recorded in PL or OCl. For investments in equity instruments
that are not held for trading, this will depend on whether the
Group has made an irrevocable election at the time of initial
recognition to account for the equity investment at financial
assets at fair value through OCI (“FVOCI").

The Group reclassifies debt investments when and only when

its business model for managing those assets changes.
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BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

(i) Investments and other financial assets (Contd)

Measurement

At initial recognition, the Group measures a financial asset at
its fair value plus, in the case of a financial asset not at FVPL,
transaction costs that are directly attributable to the acquisition
of the financial asset. Transaction costs of financial assets

carried at FVPL are expensed in PL.

Financial assets with embedded derivatives are considered in
their entirety when determining whether their cash flows are

solely payment of principal and interest.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

(i) Investments and other financial assets (Contd)

Debt instruments

Subsequent measurement of debt instruments depends on the
Group's business model for managing the asset and the cash
flow characteristics of the asset. There are two measurement

categories into which the group classifies its debt instruments:

®  Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest are measured
at amortised cost. Interest income from there financial
assets is included in other income using the effective
interest rate method. Any gain or loss arising on de-
recognition is recognized directly in PL and presented as

separate line item in the statement of PL.
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BASIS OF PREPARATION AND CHANGES TO THE GROUP'S
ACCOUNTING POLICIES (Contd)

22

Changes In Accounting Policies and Disclosures (Contd)

©

HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

0

Investments and other financial assets (Cont @)

Debt instruments (Cont d)

o FVPL: Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or loss
on a debt investment that is subsequently measured at
FVPL is recognised in PL and presented net within other

gains/(losses) in the period in which it arises.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)
() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

(i) Investments and other financial assets (Contd)

Equity instruments

The Group subsequently measures all equity investments at fair
value. Where the Group’s management has elected to present
fair value gains and losses on equity investments in OCl, there
is no subsequent reclassification of fair value gains and losses to
PL following the de-recognition of the investments. Dividends
from such investments continue to be recognised in PL as
other income when the Group's right to receive payments is

established.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP'S
ACCOUNTING POLICIES (Contd)

2.2 Changes In Accounting Policies and Disclosures (Cont d)

() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

Investments and other financial assets (Cont @)

Impairment

From January |, 2018, the Group assesses the expected credit
losses associated with its financial assets on a forward looking
basis. The impairment methodology applied depends on

whether there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of the

receivables.
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2. BASIS OF PREPARATION AND CHANGES TO THE GROUP’S
ACCOUNTING POLICIES (Contd)
2.2 Changes In Accounting Policies and Disclosures (Cont d)

() HKFRS 9 Financial Instruments — Accounting policies applied from
| January 2018 (Cont a)

Derivatives

Derivatives are initially recognised at fair value on the date a
derivative contract is entered into and are subsequently re-
measured to their fair value at the end of each reporting
period. The accounting for subsequent changes in fair value
depends on whether the derivative is designated as a hedging

instrument, and if so, the nature of the item being hedged.

(d)  HKFRS 15 Revenue from Contracts with Customers — Impact of

adoption

The Group has adopted HKFRS 15 Revenue from Contracts with

Customers from | January 2018 which resulted in changes in

accounting policies. In accordance with the transition provisions in

HKFRS 15, the Group has adopted the new rules retrospectively. The

Group assessed the impacts of adopting HKFRS 15 on its financial

statements. Based on the assessment, the adoption of HKFRS 15 has

no significant impact on the Group's revenue recognition.
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ACCOUNTING POLICIES (Cont'd) &)
2.3 Issued But Not Yet Effective Hong Kong Financial Reporting Standards 23 CHEMGEEREMNEBVER
HER
The Group has not applied the following new and revised HKFRSs, that have REBWANRZENBHRRAMRE

been issued but are not yet effective, in these financial statements.

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation’
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 (201 1) between an Investor and its

Associate or Joint Venture?

HKFRS 16 Leases'
HKFRS 17 Insurance Contracts 2
Amendments to HKAS 28 Long-term Interests in Associates

and Joint Ventures'

HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments '
Annual Improvements Amendments to HKFRS 3, HKFRS ||, —
2015-2017 Cycle HKAS 12 and HKAS 23!

Effective for annual periods beginning on or after | January 2019
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OPERATING SEGMENT INFORMATION

The Group's principal business is the production, marketing and retailing of casual
braised duck-related casual food. For management purposes, the Group operates
in one business unit based on its products, and has one reportable segment which

is the production, marketing and retailing of casual braised duck-related food.

Information about geographical area

Since all of the Group's revenue was generated from the production, marketing and
retailing of casual braised duck-related food in Mainland China and approximately
100% of the Group's non-current assets were located in Mainland China, no
geographical information is presented in accordance with HKFRS 8 - Operating

Segments.

Information about major customers
Since none of the Group's sales to a single customer amounted to 10% or more of
the Group's total revenue, no information about major customers is presented in

accordance with HKFRS 8 - Operating Segments.
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RAPEAN B BREFEYMER
HERESR - FLSH2IMEE

¥

BEELTEEFHEN

AR AREHE - TFEMNHEEHRE
B AREE B 0% L -
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REVENUE, OTHER INCOME AND GAINS, NET

Revenue represents the net invoiced value of goods sold after allowances for

returns and trade discounts.

An analysis of revenue, other income and gains, net is as follows:

REIR A AR A B B R B R

30 June 2018

—T-\FA=+H

- bW AR Wz

4, W&
BT RE -
&

W EEmNREERELEST

- ARG F BT -

Six months ended 30 June

BEAA=THLEAER

2018 2017
—E-N\E “T—+F
RMB’000 RMB'000
ARBTR ARETT
(unaudited) (unaudited)
(REER) (REER)

Type of goods ERER
Vacuum-packaged products HEZEBKEmM 141,455 147,270
Modified-Atmosphere-Packaged products RABKED 1,443,087 1,462,193
Other products Hfth & 12,040 8,843
Total revenue from contracts with customers REEFANMNKEETE 1,596,582 1,618,306

The timing of the above revenue recognition is when goods were transferred at a

point in time.

g i e 2RO B R S

1 H% ] Eﬁ °

EmBEENK
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30 June 2018
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4. REVENUE, OTHER INCOME AND GAINS, NET (Contd) 4, Wz HW AR WS FEHEE)

Six months ended 30 June

BEAA=THILEAREA

2018 2017
—B-N\F —B—tF
RMB’000 RMB'000
AR®BTR ARBTT
(unaudited) (unaudited)
(REER) (R&&EZ)
Other income and gains, net Hitt AR K38
Government grants* U B * 13,631 10912
Interest income from bank deposits RITIF A EWA 25,974 21,207
Interest income from financial assets at FVPL BATEGEBEE ST ABEN
TREENFISERA 908 —
Interest income from available-for-sale investments AP ERENFEKA — 968
Interest income from structured deposits BATEGSEEEEE T ABRTE
measured at FVPL BB REF A 22,250 9,143
Gain on foreign exchange NG ez 5,060 7,161
Loss on disposal of items of property, BREWE  BFELRXEEREBR
plant and equipment (7,117) (10,526)
Others Hit 4511 915
Total Bt 65217 39,780
* There were no unfulfilled conditions and other contingencies attaching to government * B 3R ) KT 4 B I 4 Y A R AR 1

grants that had been recognised.

R EARREIE



5.

PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

RHIEASRS

5. BRBURTER

M % WM

30 June 2018

—T-\FA=+H

AEBERBANG R DEMERGEA)

AT BREER :

Six months ended 30 June

BEAA=THILEAREA

2018 2017
—B-N\F —tF
RMB’000 RMB'000
ARETF ARETT
(unaudited) (unaudited)
(REER) (RE&ERZ)
Cost of inventories sold BEEFERA 541,717 538,690
Depreciation of property plant and equipment ERN N 34,749 27401
Amortisation of prepaid land lease payments B Tt ERIA 526 568
Amortisation of other intangible assets HoA ST & B 1,422 862
Auditor's remuneration 12 B 5 B 1,100 1200
Minimum lease payments under operating leases PIE RBEMENLLHAIET
in respect of stores and plant premises RIEBERK 191,994 134,607
Employee benefit expense (including directors’ EEBHNAX(BEE
and chief executive's remuneration): REITHABEHM) :
Wages and salaries TERF® 176,762 165,293
Pension scheme contributions RS EIfRK 28,353 23,742
Other welfare HAih a7l 12,508 1,417
Advertising and promotion expenses BEREERY 30,278 28,946
E-commerce and online ordering platform EHIE T A EARE RREE
related service and delivery fees 62,835 70,563
Fuel cost Y e 8,638 9,320
Utility expenses IKERX 16,697 15,367
Loss on disposal of items of property, REMHE  BFERXEERBE
plant and equipment 7,117 10,526
Gain on foreign exchange N s 7 (5,060) (7,161)
Interest income from bank deposits RITIE A B WA (25,974) (21,207)
Interest income from financial assets at FVPL BATEEBHEE T ABEN
THMEENMEBA (908) -
Interest income from available-for-sale investments A it & 1% & B9 F S U4 — (968)
Interest income from structured deposits BATEGFEEEEETABRTE
measured at FVPL B A B I TF SREO A B A (22,250) (9,143)
Transportation expenses B 34,155 33,905
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30 June 2018
~F-\ERA=TA

PROFIT BEFORE TAX (Contd) 5. BRBADER(#Z)

Note: BaE

The employees of the Group's subsidiaries which operate in Mainland China are required to AEERFBEABELENHBARNES AR

participate in a central pension scheme operated by the local municipal government. These SE—TERMATRAEENTREKRSE

subsidiaries are required to contribute a certain percentage of the payroll costs to the central 2o ZEMB AR ARMZPRERESTEH

pension scheme. The contributions are charged to profit or loss as they become payable in NETERANE TE L HER - BiEF R

accordance with rules of the central pension scheme. BRARSHENBET  HEESEXNEER
=P HIRR ©

INCOME TAX 6. FiEH

The major components of income tax expenses are as follows:

R EBERHA T -

Six months ended 30 June

BEAA=THILEAREA

2018 2017

—E-N\F —T—+F

RMB’ 000 RMB' 000

ARBTR ARBTT

(unaudited) (unaudited)

(REER) (REERZ)

Current income tax in PRC TR E HAEH 118,947 129,947
Deferred tax EERIR (11,282) (4,186)
Total tax charge for the period HIABIE X A FE 107,665 125,761

The Group is subject to income tax on an entity basis on profits arising in or
derived from the jurisdictions in which members of the Group are domiciled and

operate.

Pursuant to the rules and regulations of the Cayman Islands and British Virgin
Islands, the Group is not subject to any income tax in the Cayman Islands and

British Virgin Islands.

The provision for current income tax in PRC is based on a statutory rate of 25% (six
months ended 30 June 2017: 25%) of the assessable profits of subsidiaries of the

Group as determined in accordance with the PRC Corporate Income Tax Law.

The statutory tax rate for the subsidiary in Hong Kong is 16.5% (six months ended
30 June 2017: 16.5%). No Hong Kong profits tax on the Group's subsidiary has
been provided as there is no assessable profit arising in Hong Kong during the

period.

*

AEBERAEEKNERRAIRH RN
REmENRDRERTELIAEE
HARERERGMAE -

RERSEENEBRELESHOHAR
ERO REBBBEHRTIRNRSE
EREBRIBEEHMEH -

AEEER%(BE-_T—EF A
Z+BWENER  25%)KEER R (IR
BHECEMENEAET)HENEAR
AR AT R B & BRAT S %
e

BEMBARREERE R 16.5%(E
E-T—tEERNA=ZTHLAREA:
16.5%) - W ERAEENBLRRAINE
ENEHERERE DERPANLE
ERBELRRBEF -
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INTERIM DIVIDENDS 7.

The Directors proposed not to declare any interim dividend for the six months

ended 30 June 2018. (30 June 2017: Nil)

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY 8.

HOLDERS OF THE PARENT

The calculation of the basic eamings per share amounts is based on the profit for
the period attributable to ordinary equity holders of the parent, and the weighted
average number of ordinary shares of 2,383,140,500 (six months ended 30 June
2017:2,383,140,500 shares) in issue during the period.

The Group had no potentially dilutive ordinary shares in issue during the six months

ended 30 June 2018 and 2017.

The calculations of basic and diluted eamnings per share are based on:

30 June 2018
~2-\FAASTA

REIRE
EXTTEERBE_T—N\FAA
=tTREAEARNEFPHRS(Z
E—+FRA=TH: &) -

BRAREBREEREAELE
&
SREABFSERBAT AR LR
BEFEABROENRBAEEITE
i A% o0 F 5 £02,383,140,500 % (#;
EZE—+FRNAZFTHIEAEAR
2,383,140500 %)zt & -

BE-T—\FR-F—LFAA
S+ELEAER  AEELEEES
BERTEER -

BRERREFRMOETER :

Six months ended 30 June

BEAA=THLEARER

2018 2017
ZE-N\F —T—tF
RMB’ 000 RMB'000
AR®ET ARBTT
(unaudited) (unaudited)

(REER) (CREERZ)

Earnings &R
Profit attributable to ordinary equity holders of AR EBREARRRNZ
the parent, used in the basic eamings BRAEBESHEA
per share calculation eG4 F) 331,511 401,034
Shares i)
Weighted average number of ordinary shares AR EBRERRTZBA
in issue during the period used in the basic BETEER . METHE

earnings per share calculation

2,383,140,500 2,383,140,500

Earnings per share: BRER :
Basic and diluted (RMB) ERXREE(ARE)

0.14 0.17
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30 June 2018
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9.  PROPERTY, PLANT AND EQUIPMENT 9. W% BERRZE
During the six months ended 30 June 2018, the Group acquired assets with a cost HE -_Z—"N\FANA=1+THIEAHE
of RMBI169,390,000 (the six months ended 30 June 2017: RMB262,957,000). B REBE KA AR 169,390,000
TEE_ZT—tFRA=THILEARE
A - AE#¥262,957000 L) REEE °
ltems of property, plant and equipment with a net book value of RMB7,254,000  E_FE-NFERA=THIENE
were disposed of by the Group during the six months ended 30 June 2018 (six A AEBREREFEAARKE
months ended 30 June 2017: RMBI 1,732,000). 7254000 TR ¥ - BE KR HEEE
(BE_Z—tFAAA=THIEAE
R AR 11,7320007T)
The Group pledged certain of its buildings to secure the Group's government REBEHREZTEFT  URBASE
support funds which are included as other payables RMB4,000,000 as at 30 June WBUTFEE) - MABBRAEE R
2018 (31 December 2017: RMB7,000,000). The net carrying amounts of these —E-NFENA=THAEMER
pledged buildings as at 30 June 2018 amounted to RMB4,056,000 (31 December A AARE 4000000 T(ZE—+
2017: RMB6,582,000). F+=ZA=+—8: AR%7000000
L) ZFZEEABRFR TN
FRAA=ZTENRAFERARE
4056000 (= F—tHFE+=-A=+—
B : AR 6,582,0007T) °
10. INVENTORIES 10. 78
30 June 31 December
2018 2017
—B-N\F —T—+F
AR=+R +ZA=t—H
RMB’ 000 RMB'000
ARETF T ARETT
(unaudited) (audited)
(REER) (&FEZ)
At cost: A WINE
Raw materials R 200,162 196,672
Work in progress E2m 2,828 4532
Finished goods SR m 22,130 37473
Packaging materials BEME 10,770 9,758
235,890 248,435
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30 June 2018
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TRADE RECEIVABLES 1. EZEWRHIEA
30 June 31 December
2018 2017
—B-N\F —T—+tF
AA=tB +ZA=+—H
RMB’000 RMB'000
AR®BTR ARBTT
(unaudited) (audited)
(REER) (&%)
Trade receivables R ) e 22,994 25,506
Less: Impairment provision R ERE — —
22,994 25,506

An aged analysis of the trade receivables as at the end of the reporting period,

based on the invoice date and net of provisions, is as follows:

HEPRRERAHIDNEFRER
SE(CHEREE) RREATT

30 June 31 December

2018 2017

—2-N\F —F—+F

AR=+R +ZA=t—H

RMB’000 RMB'000

ARBTR ARETT

(unaudited) (audited)

(REER) (&&E%)

Within 3 months =EAR 22,994 25,506
Over 3 months =EAKE — —
22,994 25,506
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Il. TRADE RECEIVABLES (Contd) I

The Group applies the simplified approach to provide for expected credit losses
prescribed in HKFRS 9, which permits the use of the lifetime expected loss
provision for all trade receivables. The Group overall considers the shared credit
risk characteristics and the days past due of the trade receivables to measure the
expected credit losses. As all of the receivables were neither past due nor impaired
and relate to diversified customers for whom there was no recent history of default
and there has not been a significant change in credit quality, the Directors are of the

opinion that no provision for impairment is necessary in respect of these balances.

EZRWREAE)
ARERABEDEARERTERH
REEMEIRARENEREES
B ZEAAFERMEE S EUR
BEMRZEFESNRAEERE - K
SERBEREZRUSANENE
ERBERLIBMBE N ERRES
1R - R ATA A IREE R B H T
ARE - BETHYEENTENS
TEEFEBLEREERLEEAE
g EERRBEARZETHERELA
B#E -

12.  PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 2. FERRE - RERHEMEKRRK
bzl

30 June 31 December

2018 2017

—E-N\F —T—+F

RA=+A +ZA=1+—H

RMB’000 RMB' 000

ARBTR ARBTT

(unaudited) (audited)

(REER) (&%)

Prepaid rents BRHEE 84,817 71,787

Advances to employees RTREENEXH 2,914 2,671

Advances to suppliers faTHERITENR 10,040 6,869

Deductible input VAT AIHIRGE TR B 51,046 41,685

Current portion of prepaid land lease payments B T ERIER RS 2,417 2417

Structured deposits EREMER = 962,000

Other receivables H U R IB 42,063 21,083

193,297 108512

None of the above assets is either past due or impaired. The financial assets
included in the above balances relate to receivables for which there was no recent

history of default.

FEEREBMBORE - A Lt
REERH) D B E B BT Y B RE 52
U SR B R -
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30 June 2018
“2-N\ERAZTA

13. INVESTMENT IN AN ASSOCIATE 13. R—EHERRANRE
30 June 31 December
2018 2017
ZE-N\F —T—+tF
AA=+R +TZA=1+—H
RMB’000 RMB'000
ARBTR ARBTT
(unaudited) (audited)
(REER) (&&EZ)
Share of net assets NIEEEFE 250,000 —
Particulars of the Company's material associate are as follows: ARBNERBERRFENT -
Place Percentage of Principal
incorporation voting power activities
Name =t AR EE REREIL TEXK
Shenzhen Tiantu Xingnan FIMREEBIREA KD H 40 Investment Fund
Investment China Partnership (BREM) REES

(Limited Partnership)

In March 2018, the Group, through an indirect wholly-owned subsidiary, entered

into a partnership agreement with Shenzhen Tiantu Capital Management Centre

(limited partnership) and Shenzhen Tiantu Xing'an Investment Enterprise (limited

partnership) to jointly form Shenzhen Tiantu Xingnan Capital Partnership(LLP),

an investment fund, as a limited partner with an initial subscription amount of

RMB500,000,000, representing 50% of the total initial subscription amount of this

fund. The Group has contributed RMB250,000,000 as of 30 June, 2018.

RZZE-N\F=F AEEFBEMH
R2EMBARERIKEERER
FUO(ERER) RAYKERLZRE
CRERSR)TLARGE XA
IR AEEHERESKEE(E
REVO(—HREES)  AREER

EREBA ViRBESERARE
500,0000007C - hZEEHARER
BWHS50% - BE_ZE—N\E~A=1
A A&EEHE AR%250000000
=5
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4. RESTRICTED CASH AND CASH IN TRANSIT

14, SREBEREERS

30 June 31 December

2018 2017

—B-N\F “T—+F

AA=tB +ZA=+—H

RMB’ 000 RMB'000

AR® TR ARETT

(unaudited) (audited)

(REER) (R&EZ)

Restricted cash XRHEE 20,866 14911

RZE-NFEXNA=Z+HAERZT—L
F+ZA=+—H XRHRSESR
ARERE  HARKBREINTE
ERTNTHERSESUBNER
BB TR IRR o

As at 30 June 2018 and 31 December 2017, restricted cash represented
deposits for letters of credit, which are non-interest-bearing cash deposits paid
to a commercial bank for purchasing equipment and will be returned upon the

completion of such activities.

RZE-NFRA=ZTHEZT—*
FT-A=1+—R AREREXR

All of the restricted cash of the Group is denominated in RMB as of 30 June 2018
and 3| December 2017.

B EHAARKEE -

30 June 31 December

2018 2017

—B-N\F “T—tF

AR=+R +ZA=t—H

RMB’000 RMB'000

AR® TR ARETT

(unaudited) (audited)

(REER) (R&=Z)

Cash in transit EERE 3,124 3489

The cash in transit represents the sales proceeds settled by debit cards or credit

cards, which have yet to be credited by the banks to the Group.

EgBeENERRRERREER
BITR AT AR S B HEFTFHEA



5.

REIR A AR A B B R B R

CASH AND BANK

30 June 2018
~F-\ERA=TA

RERBRITER

30 June 31 December

2018 2017

—E-N\F —T—tF

AA=tB +ZA=+—H

RMB’ 000 RMB'000

AR® TR ARETT

(unaudited) (audited)

(REER) (R&EZ)

Cash and cash in bank BE RRIT/EHAFR 133,070 98712
Time deposits EBRTF R 1,761,236 1,940,454
1,894,306 2,039,166

Less: term deposits with maturity over three months  J&l : = A LA - B B89 & EBfF 3% 1,761,236 1,876,480
Cash and cash equivalents RekBREEEY 133,070 162,686

At the end of the reporting period, the cash and bank balances and time deposits
of the Group denominated in RMB amounted to RMBI172,090,000 (3| December
2017: RMB91,781,000).

The RMB is not freely convertible into other currencies, however, under Mainland
China's Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks eamns interest at floating rates based on daily bank deposit rates. The
bank balances are deposited with creditworthy banks with no recent history of

default.

RBERR  AEEUARBES
ReRBTAERRTEHERRAR
#%172,09000T(ZF—tF+= A
=+—8: AR%91,781,0007T) °

ARBETEEEmABRREALES A
o AR 4z R B A AN B B IR AR ) K
(GE SELNEETERE) &K
ErEBRREREIIERBRNRT
MARELBREMER -

RTERFRRERS B RTERH
) HFIEHEMAL - BITRHBE
BRSBTS R E R
31T -
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16. TRADE PAYABLES 6. EZEMNKIEA
The aging analysis of outstanding trade payables as at the end of the reporting RNIEHRIZBZEQHE S AL
period, based on the invoice date, is as follows: B RN FRIBORRAITET

30 June 31 December

2018 2017
—E-N\F Tt
AA=+H +ZRA=+—H
RMB’ 000 RMB'000
ARBTR AREFTT
(unaudited) (audited)
(REBEZ) (f&&%)
Within 3 months =EAR 69,765 84,807
3 to 6 months =&EEA 2,753 844
Over 6 months ANERAE 223 30
Over |2 months +=—@AMNULE 116 620
72,857 86,301
The trade payables are non-interest-bearing. EHENFTIBDGE -
7. SHARE CAPITAL 17. KA
30 June 31 December
2018 2017
—E-N\F —E—tF
AA=tH +ZHA=+—H
RMB’ 000 RMB'000
ARBTR ARBTF T
(unaudited) (audited)
(REBERZ) (&%)
Authorised: ERE
50,000,000,000 shares of USD0.000001 each 50,000,000,000 % & A%
M8 0.000001 3= T HI A7 306 306
Issued and fully paid: BEITRAE
2,383,140,500 shares of USD0.00000 1 each 2,383,140,500 A% &A%
[E180.000001 ETTHIAR (D 16 16
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OPERATING LEASE ARRANGEMENTS

As lessee

The Group is the lessee in respect of a number of properties and land held under
operating leases. The leases typically run for an initial period of one to five vears,

with an option to renew the leases when all the terms are renegotiated.

At 30 June 2018, the Group had total future minimum lease payments under non-

cancellable operating leases falling due as follows:

18.

30 June 2018
“2-N\ERAZTA

ReHERH

EREEA
AEBEARBEEEHEMBETYE
BEAmAEBA - ZFHENNRH
RERA—ZLF  NMAKRREHN
ERRAERES

RZZE-N\EXA=1TH FA5ER
BAAHELEHER T FHEH
KRR SEFEE N RBREMT

30 June 31 December

2018 2017

—F-N\%F —FtF

AA=+R +TZA=1+—H

RMB’ 000 RMB'000

AR®BTR ARETT

(unaudited) (audited)

(REER) (&&EZ)

Within one year —FR 202,613 166,298
In the second to fifth years, inclusive “ERF(REERME) 314,322 261,156
After five years hFR 4932 62240
521,867 433,694
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19. COMMITMENTS 19. H&iE
R EXHiE I8 g ERME KT
o RBEHK  AREETIEXR

In addition to the operating lease commitments detailed in note |8 above, the

Group had the following capital commitments at the end of the reporting period:

S
30 June 31 December
2018 2017
—B-N\%F —FtF
AA=+R +TZA=1+—H
RMB’ 000 RMB'000
AR®BTR ARETT
(unaudited) (audited)
(REER) (R&EZ)
Contracted, but not provided for: EENBRERE -
Land and buildings T RIEFE 134,302 63,875
Plant and machinery TP Kt gs 68,049 15,685
Software il 13,361 12,370
215,712 191,930
In addition, the Group's undrawn capital calls to an associate is as follows: BEAN - RS B R E R AR AR IR IR
BT
30 June 31 December
2018 2017
—E-N\E —T—+F
AAZ+R +TZA=1+—H
RMB’000 RMB'000
AR® TR ARETT
(unaudited) (audited)
(REFR) (R&EZ)
Capital contributions payable to an associate fE R — Bt S AR HE 250,000 —

E }



20. RELATED PARTY TRANSACTIONS

3)

REIR A AR A B B R B R

Name and relationship of related parties
Related parties for the six months ended 30 June 2018 and the year ended

3| December 2017 were as follows:

Name Relationship

mE/ £B 2RES

a)

30 June 2018
“2-N\ERAZTA

20. BEHARS

B 75 ) BB AR

BE_T-/\FRA=THILLR

BAARBE-_T—+tFt+_-A
=+ —BILFENBEEIMT

Mr. Zhou Fuyu and Ms. Tang Jianfang
BAEMEERERT XL BAIEBBIR
Zhou Hei Ya Foods Joint Stock Limited
Company (“ZHY Foods™)
BARBRMBENAERAR([EEERM]) 7 iR iR BR 422 ) ) B B 2 )

Transactions with related parties

The following transactions were carried out with related parties:

Ultimate controlling shareholder

b)

Subsidiary controlled by Controlling Shareholders

REBL2RX5
TIREBBR T RS

Six months ended 30 June

BEAA=+HLAEA
2018 2017
ZE-N\F —T—tF
RMB'000 RMB'000

ARBT R ARETT
(unaudited) (unaudited)
(REER) (R&ERZ)

Rental expense: MERX :

Mr. Zhou Fuyu and Ms. Tang Jianfang (i) BAEBEEREES XL () 1,759 1392
Acquisition of a subsidiary from a related party: [A— % B 5 W iE — R B A A -

ZHY Foods ARBR M — 17,938
Notes: {igs3
(i) Pursuant to the agreements between the Group and the Controlling Shareholders, ()  BREAEEEERRRZ BT

Hubei Shiji Yuanjing leased six stores for the six months ended 30 June 2018
(six months ended 30 June 2017: five) from the Controlling Shareholders for its
operation with periods ranging from | to 3 years. The lease terms were mutually

agreed between parties.

& OMtEEESEE—T N
FRA=T R LN E A RERR
REEMBE_Z—LEX
A=+HIEAREAR :5fE) &
ARNEE  BBRNFIZE3F -
HERREETOR LRBTE -

e
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20. RELATED PARTY TRANSACTIONS (Contd)
c)  Balances with related parties
The Group had the following significant balances with its related parties at
the end of the reporting period:

Due from the Controlling Shareholders:

20. BABEARRZ (&)
o EEBLNER
RRERKR - AEEEBY LA
THERNGEE -

FEUE R B R FROR

30 June 31 December

2018 2017

—E-N\F —T—+F

AA=+H +ZA=+—H

RMB’ 000 RMB'000

AR T ARBFT

(unaudited) (audited)

(REER) (&EZ)

Mr. Zhou Fuyu and Ms, Tang Jianfang BAEREERERS XL 1,305 1,801

Amounts due from the Controlling Shareholders were interest-free,

unsecured and have no fixed terms of repayment.

d)  Compensation of key management personnel of the Group:

FEERZERRFEASLE - &
1% B R SR

d) FEEXEEEASHFH:

Six months ended 30 June

BEAA=tHLEAER

2018 2017
—g-\F  —B2+F
RMB'000 RMB'000
AR® TR ARETT
(unaudited) (unaudited)

(REER) (REEZ)

Short term employee benefits REEEREA 2,755 2988
Post-employee benefits BB A 28I 297
3,036 3,285
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30 June 2018
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FINANCIAL INSTRUMENTS BY CATEGORY 2. SRMITE-RERED

The carrying amounts of each of the categories of financial instruments as at the RBEEHR SESRTANKAE
end of the reporting period are as follows: N

30 June 2018 (unaudited) —E-N\FEXAZTH(REER)
Financial assets SREE

Financial assets

Financial assets measured
measured at at FVPL
amortised cost RAFEFTE

BEERA BEZH

TEN PN Total
SREE SREE @t
RMB’ 000 RMB’ 000 RMB’ 000

AR®TRT AR®TR AR¥T=R

Trade receivables B 5 BUWKRIE 22,994 — 22,994
Financial assets included in other receivables — sF AEAb R M FRIBR) € B & = 26,993 — 26,993
Structured deposits HERMTER — 711,000 711,000
Rental deposits MERE 76,855 — 76,855
Due from the Controlling Shareholders FEUS 12 AR A% 3R 510 1,305 — 1,305
Restricted cash RRHRE 20,866 — 20,866
Cash in transit FHRe 3,124 — 3,124
Cash and bank REe KIBITHER 1,894,306 = 1,894,306

2,046,443 711,000 2,757,443
Financial liabilities ctRBE

Financial liabilities
measured at

amortised cost

e
BAG R
NEMAE
RMB’ 000
AR®T T

Trade payables B 5 EMNRIE 72,857
Financial liabilities included in other payables and accruals st AR MEMNFIER B EANSRAE 100,760

173,617
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21.  FINANCIAL INSTRUMENTS BY CATEGORY (Contd) 20, SRIE-RERES(E)
The carrying amounts of each of the categories of financial instruments as at the RBEEHR SELRTANEAE
end of the reporting period are as follows: (Contd) W (&)

31 December 2017 (audited) “E-tHE+Z A=t -B(EER)
Financial assets EtREE
Available-
for-sale
Loans and financial
receivables assets
Bk AftHE Total
FEU KR TREE e
RMB'000 RMB'000 RMB'000

ARETT ARBTRT AR®TR

Trade receivables B W ERIA 25,506 — 25,506
Financial assets included in other receivables & AEAEWFIEN EHMEE 967,888 — 967,888
Rental deposits HE®S 70,459 — 70,459
Available-for-sale investments AHHERE — 30,000 30,000
Due from the Controlling Shareholders JEU 1 AR R 3R K38 1,801 — 1,801
Restricted cash XREIRS 14911 — 1491 |
Cash in transit EEHE 3,489 — 3489
Cash and bank B e RITER 2,039,166 — 2,039,166

3,123,220 30,000 3,153,220

E }
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FINANCIAL INSTRUMENTS BY CATEGORY (Contd) 20, SRIE-RERES(E)
The carrying amounts of each of the categories of financial instruments as at the RBEEHR SELRTANEAE
end of the reporting period are as follows: (Contd) W (&)
3| December 2017 (audited) (Cont ) —E—+H5+-A=1+-R(EER)
()
Financial liabilities EREE
Financial
liabilities at
amortised cost
RHHK A
ROERAaR
RMB'000
ARBFT
Trade payables B HEMNTIA 86,301
Financial liabilities included in other payables and accruals ~ sTAEMEMNFEREFEANSBARE 98,722
185,023
FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL 22. ERMTAQXAVERAFEER

INSTRUMENTS

Management has assessed that the fair values of cash and bank, cash in transit,
restricted cash, financial assets at fair value through profit or loss, rental deposits,
trade receivables, structured deposits, amounts due from the Controlling
Shareholders, financial assets included in prepayments, deposits and other
receivables, trade payables and financial liabilities included in other payables and
accruals due to a related party, amounts due to the Controlling Shareholders
approximate to their carrying amounts largely due to the short term maturities of

these instruments.

EREEMGRES RRTER £
Re XRHHE BRAVEFER
HEFTARRNEREE HER
£ BEHRWFR BBRUEER &
BRI R AR - FFARMR - &
e REMEUTENEREE BS
FEARE st AEMENREANS R
BERENBEHINESER B
ERBCR RN DT B REREEAE
H TEHARRSIABRESIS -
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22.

23.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Contd)

The Group's finance department headed by the finance manager is responsible for
determining the policies and procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the chief financial officer and
the audit committee. At each reporting date, the finance department analyses
the movements in the values of financial instruments and determines the major
inputs applied in the valuation. The valuation is reviewed and approved by the
chief financial officer. The valuation process and results are discussed with the audit

committee twice a year for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included at the amount at
which the instrument could be exchanged in a current transaction between willing

parties, other than in a forced or liquidation sale.

Fair value hierarchy
The fair value measurement hierarchy of the Group's available-for-sale investments
as at 31 December 2017 was all of Level 2 — significant observable inputs as at the

end of the reporting period.

The fair value measurement hierarchy of the Group's structured deposits as at 30
June 2018 was all of Level 2 — significant observable inputs as at the end of the

reporting period.

During the reporting period, there were no transfers of fair value measurements
between Level | — quoted price in active markets and Level 2 — significant
observable inputs and no transfers into or out of Level 3 — significant unobservable

inputs.

EVENTS AFTER THE REPORTING PERIOD

No material events were undertaken by the Group subsequent to 30 June 2018.

E ;
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