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40th Floor, Sunlight Tower
No. 248 Queen’s Road East
Wanchai

Hong Kong

Industrial and Commercial Bank of China

Limited (Wuhan Xibeihu Sub-Branch)
Bank of Communications Co., Ltd. (Xinshijie Sub-Branch)
Bank of Communications Co., Ltd. (Offshore Finance Division)
China Merchants Bank (Wuhan Dongxihu Sub-Branch)
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Dear Shareholders,

On behalf of the board of directors (the “Board”) of Zhou Hei
Ya International Holdings Company Limited (the “Company” or
“Zhouheiya”), | am pleased to present the annual report of the Company
and its subsidiaries (the “Group”) for the year ended December 31, 2019.

In 2019, Chinese economy performed steadily with improvement in the
national income and optimization and upgrading of economic structure.
Both consumption concept and brand awareness were improved. Driven
by consumption upgrading, the industry witnessed an increasingly
strong Matthew effect, which was reflected by the growing industrial
concentration. At the same time, the casual food industry was also facing
many challenges such as the disappearance of benefits from e-commerce,
the emergence of considerable emerging categories of food, and the
increased competition in transportation hub resources. To improve
competitiveness amid the accelerating industrial integration, a company,
facing the fierce competition in the industry and the ever-changing market
trend, must keep innovating its operation process, and maintain its own
core advantages by constantly examining its matching with the market
demand, aligning its strategy to the market, and speeding up channel
expansion and integration.

The year 2019 was a key milestone
for Zhouheiya. This year, we
appointed Mr. Zhang Yuchen
as our chief executive officer
("CEO"), who has more than 20
years of management experience
in the consumer field. Under
his leadership, we optimized
and supplemented our core
management team, injecting new
impetus into the development of
the Company. After reviewing the
challenges the Company and the
industry are facing, and considering
our experiences and lessons, we actively transformed our concept for
development and adjusted our operational network to respond to the
market development trend. We were bold for change. We formulated the
six new development strategies to support the long-term development of
the Company, commencing our third development stage. In this stage,
our mission is to explore our own road to the reform and opening up. We
will resort constant reform and innovation to win the six battles. We will
seize a head start in the casual braised food industry to develop Zhouheiya
into the most popular casual braised food brand in China. We will strive
to build a global casual braised food brand that lasts at least 100 years.
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In the past year, we gradually planned and built five regional factories in
China in order to adapt to our long-term development strategy We also
release new production capacity based on the market demands and the
store opening pace. In the first half of 2019, South China Production
Centre was successfully put into operation. The release of production
capacity, lasting strong brand identity, and strict food safety management
throughout the supply chain laid a certain foundation for our strategic
development. Based on those foundations and strength, we started the
franchise business this year in order to open up the new regional market
more quickly. With respect to our exploration of channel diversification,
we are committed to achieving full-channel coverage of consumers
to more conveniently reach more consumers, and make continuous
innovations to meet the needs of different consumption scenarios, thus
enhancing our brand visibility and convenience. Through the integrated
marketing of the brand, we focused on publicizing the snack attribute of
Zhouheiya brand so that the brand becomes closer to the product and
front-line sales efforts. At the same time, aiming at the core consumer
base of the post-90s and post-00s generations, we have signed up young
idol star spokesmen, and strengthened advertising in high-potential areas
to improve the brand'’s popularity and influence in the young community.

We firmly believe that product innovation is the key to the rapid growth
of the Group's business. Under the new strategic system, the Company
reviewed and reconstructed the research and development system for
new products and established a full-cycle management process that is
embedded in market insight, project initiation, research and development,
testing and marketing to ensure that product innovation follows market
trends and customer needs from the system and rules. We also conducted
full-life cycle control and assessment. Driven by the new process, in order
to attract consumers with different taste preferences, the Company
launched a series of non-spicy products in the second half of 2019, which
has performed well since its launch. In the future, the Company will
continue to improve and speed up the development of new flavors and
categories to meet the needs of more customers.

In our third development stage, every person in Zhouheiya will become the
leading role and shoulder the responsibility. We are on the way towards
the management change. For this reason, the Company has made many
changes in order to take a new stance to meet more challenges. In 2019,
the Company, based on the new strategic framework, continuously
adjusted, optimized and streamlined the organizational structure to
strengthen the strategic functions of various departments, enhance their
execution and cooperation, and to improve the training, appointment
and empowerment of talents. The Company also established a new
performance management system to enhance the assessment and
performance-based fulfillment of all employees. We paid more attention
to efficiency and fairness, and fully implemented the talent management
mode of promoting the talented; keeping the ordinary stand aside; and
kicking out the incapable so as to improve the talent management and
team cohesion.

Zhou Hei Ya International Holdings Company Limited
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Food safety and quality are the root of our undertaking and also the
foundation of our long-term development. We have always adhered to
the management concept of quality first and strictly controlled the food
safety standards. Through SAP system at the product distribution and
sales terminals, the Company has realized the traceability of the whole
process from raw material purchase to sales. At the same time, we also
continuously increased our investment in production equipment and built
more technology-enabled and more smart factories for the sole purpose
of offering safer food and better shopping experience to consumers.

Consumer goods sector in China has been hard hit by the ongoing
COVID-19 outbreak, which commenced at the beginning of 2020.
Actively following the guidance from the government, we, on the basis
of the original high-standard food safety control, further intensified our
prevention and control measures. Being mindful of our mission, we are
actively fulfilling our social responsibility. As a part of our efforts to cope
with the difficult times, we donate funds for the epidemic prevention and
give the relevant supplies to reinforce the front line. We believe that the
epidemic will eventually disappear and the future will be more promising
and exciting. In 2020, we will steadily push forward the strategic planning
for the next three to five years, and make continuous innovations in line
with the market development trend and the needs of consumers. We
will vigorously develop the business model featuring self-operation plus
franchise to broaden the product sales channels, thus improving our
responsiveness to market changes. We will also maintain and expand our
differentiation competition advantage to stand out from many casual food
providers.

Walking every day and you will not be afraid of hundreds of thousands
of miles and doing things every day and you will fear nothing. In
Zhouheiya, facing the vast and mighty tides of the times, we are in no
way complacent about our up-to-date development, and relent in our
efforts to realize our great expectation, that is, developing Zhouheiya
into a global brand that lasts at least for 100 years. Let's seize the day
and live it to the full. We never forget why we started and always keep
our responsibilities in mind. In the days to comes, we will be resolved to
overcome all difficulties we may encounter to embrace a bright future. On
behalf of the Board, my gratitude goes to our customers for their trust, all
of our employees for their devotion, as well as the business partners and
the Shareholders of Zhouheiya for their consistent help and support in the
past. Let’s work together to pass on the brand and culture of Zhouheiya
to every corner of the world. We will offer healthier, safer and more
delicious products for everyone.

Zhou Fuyu
Chairman

Hong Kong, April 16, 2020
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In 2019, China’s macro-economy remained on a stable
development course and the individual income level
as well as the overall spending and purchasing power
continued to grow. As a result, the market size of the
Chinese casual food industry also grew steadily in 2019.
The industry has demonstrated trends including leading
brands with strong resources consolidating their positions,
upgrades of consumption structure and shifts of business
models. Nevertheless, the casual food industry in China is
still facing challenges from complex market environment
and intensified industrial competition.
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Along with the upgrades of consumption concepts and brand awareness,
the increasing purchasing power of the post-00 and post-90 generations,
as well as the appearance of emerging new consumer goods, the casual
food market players have faced challenges and opportunities at the same
time. In the new market environment, various casual food brands have
commenced their production of braised food, which brought increasing
competition and consolidation to the industry. As such, strategies for
maintaining the integrity of its brand and to keep the competitive edge
of product differentiation become the core element of a market player
during such industrial transformation. Meanwhile, trending consumption
upgrades and big-data intelligence have empowered the “new retail”
model. More and more casual food companies are committed to
enhancing operational efficiency through organizational transformation (or
market operations), so as to satisfy the evolving demands from customers.

With respect to the upstream sector of the industry, raw material prices
have been subject to various factors. In 2019, raw material prices
continued to increase which imposed significant pressure on market
players, due to factors arising from increasingly stringent regulations for
environmental protection implemented by the China government and
increasing demands for poultry meat products resulting from the outbreak
of swine fever, and the fact that the industrial supply-demand relationship
has been changed because of the expanding distribution channels of
poultry meat products. In addition, the casual food industry has also
been under the pressure from the intense competition for desirable store
locations in transport hubs and business districts, the fading attractiveness
of e-commerce as well as the distraction from new food products.

Store Network Expansion

In 2019, the Group continued to seek opportunities for self-operated
retail stores and to optimize the operation of self-operated store network
at the same time, mainly by means of closing stores with low efficiency
and enhancing the performance review. In 2019, the Group opened 229
new self-operated retail stores, and during the same period, the Group
closed 216 self-operated retail stores, mainly as a result of unsatisfying
performance or local government renovation projects. As a result, as
of December 31, 2019, the total number of the Group’s self-operated
retail stores reached 1,301, covering 100 cities in 17 provinces and
municipalities in China.
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Business Review and Outlook
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The table below sets forth a breakdown of the number and revenue  TEHFNFRBRIZH BN B 250 8 4PY 5 E
contribution of self-operated retail store network by geographic location MUtz B EIRRAN
for the periods indicated.

Number of Self-operated Retail Stores BEPIEEA

Year Ended December 31,
BE+-—A=+—HLEE

2019 2018
—=-nE —z-N\F

# % # %
Central China @ FEHO 558 429 562 435
Southern China @ FERO 240 18.4 230 17.9
Eastern China @ FERO 211 16.2 225 17.5
Northern China @ @ 188 14.5 196 15.2
Western China ©® FE PO 104 8.0 75 5.8
Total #Et 1,301 100.0 1,288 100.0

Revenue from Self-operated Retail Stores B AP 2

Year Ended December 31,
BE+t-A=1+—-HLEE

2019 2018
—E-NEF —T-N\&E

RMB’000 % RMB’'000 %

ARET T % ARETT %

Central China @ FEHO 1,594,165 58.2 1,671,845 60.2
Southern China @ FERH@ 444,390 16.2 405,151 14.5
Eastern China @ FEHO 310,344 11.3 335,447 12.1
Northern China @ FAp@ 302,931 11.1 311,797 11.2
Western China © HEPHO) 88,682 3.2 52,158 2.0
Total st 2,740,512 1000 2,776,397 100.0

Notes: PEE -

(1) Comprises Hubei Province, Hunan Province, Henan Province, Jiangxi Province (1) B1&#idbE  #Ed  AEE IR ERTEE -
and Anhui Province.

(2)  Comprises Guangdong Province and Fujian Province. ) BREEREREESE-

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province. () BELEM  IHEKHIE -

(4)  Comprises Beijing, Tianjin, Hebei Province and Shandong Province. (@)  BIEIRT - RED TEERILIERS -
(5)  Comprises Chongging, Sichuan Province and Shaanxi Province. (5) BEEET - WIERBKAES -

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



Production Capacity

The Group continued to increase its production capacity in accordance
with the market demands and store expansion plans in order to improve
logistic efficiency and optimize shopping experience. In 2019, the Group's
new production facility located in Dongguan of Guangdong Province
commenced operation. In addition, the Group continued to optimize its
production arrangements to increase its capacity and efficiency. Based
on the long-term development strategy, the Group planned to establish
facilities in five regions in China. Currently, three facilities with high
automation level have been established in northern, central and southern
China regions. Two additional facilities in eastern and western regions are
under construction plans. The Group expected these facilities will provide
flexible allocation of production capacities among each other, in order to
address the risks in fluctuation from any regional market.

Changes of Core Executive Team and Upgraded New Six
Development Strategies

In 2019, in order to adapt to the challenging market and to support
the long-term development, the Group continued to optimize its core
executive team and make major adjustments to its organizational
structure. The Group was committed to establishing a reliable
senior management team that is specialized in innovation and
transformation. In May 2019, Mr. Zhang Yuchen joined the Group as
the executive vice president and in August 2019, the Board appointed
him as the new Chief Executive Officer. Mr. Zhang has over 20-
year experience in consumer product industry and previously held
management positions in several leading multi-national companies,
therefore he has in-depth managerial experience and outstanding
international vision. Furthermore, the Group also recruited talents
for various management positions with respect to franchise business,
omni-channel management, branding and marketing, finance
management and human resources, in the anticipation of accumulating
organizational strength for future development.

Led by this new management team, the Group fully reviewed and
summarized the inadequacies in operation and the challenges the
Group and the industry had been facing. The Group believed that one
significant issue during its business development is that the traditional
business model no longer fits into current business environment. To be
specific, the Group has experienced the bottleneck resulting from the
increasing expenses in association with self-operated store expansion,
intensified competition for store locations in transport hubs, changing
consumer behaviors, rising marketing expenses for consumer conversion,
increasing raw material costs, as well as the inefficient organizational
structure. As such, the management announced the new six development
strategies aiming at supporting long-term development and corporate
transformation, which are: (i) upgrade of business model; (ii) omni-
channel coverage; (iii) products diversification; (iv) integrated branding and
marketing; (v) organization and incentive enhancement; and (vi) supply
chain optimization.
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Upgrade of Business Model

Since the second half of 2019, while remaining committed to product
quality, the Group gradually launched franchise business model and
upgraded its business model to a multiple layer with self-operation +
franchise. This shift is expected to address the market changes and

demands from national expansion.

The Group’s franchise model follows the principles of moderate, quality,
and value-sharing. The Group refers to the successful experience of a
global leading restaurant chain business in selecting high quality business
partners. In addition, the Group also provides comprehensive trainings
to its franchisees and has established an optimal franchisee management
and evaluation system. The franchised stores shall fully comply with the
"Zhouheiya standards” in their daily operation and the Group supplies
products and implements store managerial skill on a collective and
standardized basis. Meanwhile, the Group expects that the local resources
of such franchisees and its own strong brand reputation and retailing
experience may complement one another, enabling the Group to improve
store network arrangements, facilitate new region exploration, and
further penetrate existing markets.

Since the Group officially announced its plan to engage franchisees on
November 18, 2019, it has received positive market feedback. As of
December 31, 2019, after stringent valuation and selection, the Group
had contracted three franchisees located in four cities and five franchised
stores were in operation. The Group expects to continue to accelerate the
development of its franchise business as scheduled in 2020.

Omni-channel Coverage

The Group continued to implement its omni-channel strategy to cover
multiple online and offline consumption scenarios, which enhances the
visibility of the Group’s brand and attracts and satisfies the consumption
needs from various potential consumer groups. For the year ended
December 31, 2019, aggregate revenue derived from online channels and
online ordering and delivery services accounted for 23.8% of the Group's
total revenue in the year.
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In 2019, the Group further enhanced its e-commerce strategy, such as
deepening partnership with various platforms and enhancing membership
operation. In 2019, online snack food sector has experienced intense
competition and the consumers have been offered more and more
options among different platforms and brands. As such, with respect
to the distribution side, the Group on the one hand developed new
cooperative relationships with social commerce platforms, and further
explored opportunities in new retail models on the other. With respect
to the marketing side, the Group actively launched various marketing
campaigns with different platforms and enhanced membership operation
by leveraging the trending internet celebrity economy. In 2019, the
number of followers of the Group’s flagship store on Tmall remained a
leading position and the total sales from online channels maintained a
healthy growth and achieved a year-over-year growth rate of 17.8%.

Moreover, the Group further improved its online ordering and delivery
services by deepening cooperation with various food delivery platforms.
In 2019, the Group enhanced its focus on user experience enhancement,
and improved the online ordering and delivery services at stores through
effective online order tracking and feedback. Moreover, the Group
also analyses the data collected from omni-channels to more effectively
and precisely allocates resources and operation in connection with the
marketing campaigns and product display. For the year ended December
31, 2019, revenue derived from online ordering and delivery services
increased by 5.6% from 2018.

In execution of the new development strategies, the Group actively
developed cooperative opportunities with convenience stores and
supermarkets. Since the second half of 2019, the Group has distributed
products in retail chains such as 7-11 and Freshippo (Hema), and has
also been negotiating with more partners. The Group expects to leverage
the established nationwide chain store networks and sophisticated cold
chain logistic systems of such convenience stores and supermarkets to
further increase the visibility of its products and convenience in consumer
purchasing, thus, reaching more consumers. In addition, the Group
has established a dedicated team responsible for the cooperation with
convenience stores, which is currently under trial operation and has
achieved the expected results. The Group has also made adjustment to
product packaging designs for products to be sold in convenience stores,
which is expected to improve the convenience of purchasing and enhance
the consumers’ shopping experience in convenience stores.
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EFORERRE

Products Diversification

By re-examining its history in the past 20 years, the Group believes that
product innovation is a key to its rapid growth. Nevertheless, lack of
innovations in recent review periods has become a bottleneck for the

Group's business development. In execution of the new development
strategies, the Group reviewed and re-established a new product research
and development system, covering all aspect of management and
operational processes from market intelligence, project proposal, research,
testing and marketing. The new research and development system is
committed to providing a systematic assurance that the new products
under development will meet the market trends and consumer demands
and to enabling a full life-cycle control and evaluation.

As a result of the new research and development system, the Group
launched non-spicy products in late 2019 which were first introduced
to the southern China markets and proved to be a market success. The
Group subsequently promoted the non-spicy products nationwide and
successfully attracted consumer groups with different taste preference.
In the future, the Group will continue to improve existing products and
develop new taste and new products to appeal diversified consumer
groups. In addition, in response to the omni-channel strategy, the Group
will develop product types and packaging sizes for different distribution
channels. It will also make customized adjustments and designs suitable
for different retail and consumption scenarios.

Zhou Hei Ya International Holdings Company Limited

EmZEY

HEBE_TFNBRRER  AEERR - EmalH
IR R EEBREK RO - RS - B TR
ERCTHEBMIERZ ) - EMHNBEKERT - A&
g BUBR T HaMERR  BET —EEFMmS
RER SR - BRE RS EEnEREEERRE
WEREMGE LRBEMBFNAMENEENEP
SR - WHETRESAMNEENER -

EHRENTE T ARER_FT—AFTF+FHEH
TARAKRS - R TIZEMBFKINE - BERD
E2EMSHERETRSRINTSERE  KBRSIT
BETRROKRFHIEERR - KK - AEEBIFEN
S ARAMINRFER QR R - k52l
B - Rl HA2RBMHBEE  AEESHE T
FIZREFIEE 2 BN EMBHIFRE - REBEZEM
HESZHEFE - TEETHEERRABMERG -

Annual Report 2019



Integrated Branding and Marketing

The Group continued to improve and upgrade its branding images and
launched a number of marketing activities both online and offline. On
one hand, the Group actively interacted with young consumers through
new social media platforms such as RED (Xiaohongshu) and TikTok. The
Group leveraged content marketing to promote its brand and products
with contents in which young consumers are interested and accordingly
increased the brand influence among such core consumption groups. On
the other hand, the Group partnered with celebrities targeting the post-
00 and post-90 generations, and placed advertisements in regions with
high growth potential to further promote the brand awareness across the
country.

In execution of the new development strategies, the Group further
integrated its branding and marketing efforts and resources. It also review
the brand positioning and implemented a new brand establishment
strategy to consolidate marketing resources. The Group further
streamlined and optimized the organizational structure and procedures,
and established an integrated marketing center to be responsible for the
Group's branding and marketing activities. The Group continued to utilize
the massive member data it has accumulated and its big-data analysis
capacity to continuously and precisely target consumers and strengthen its
casual food nature among young consumers. Moreover, the Group paid
more attention to the uniformity and consistency of themes of branding
and marketing activities, so as to ensure the efficiency of marketing
resources. The Group has also been improving its Customer Relationship
Management system, in order to increase the engagement level and
repeat purchases of members. The Group endeavored to consolidate its
online and offline channels and form a centralized management system,
aiming at enhancing the consumer conversion rates of various channels.

Organization and Incentive Enhancement

The Group believes that organizational strength is fundamental for
effective execution of its development strategies. The new management
team was committed to establishing a more effective and efficient
organizational structure and to particularly develop the performance-
oriented talent incentive plans. Since the second half of 2019, the Group
has commenced a group-wide multi-layer talent review for mid-level
to senior management members, which was expected to facilitate the
training, promoting and empowering of capable talents, and to enable the
competition mechanism. In execution of the new development strategies,
the Group continued to modify, optimize and simplify the existing
organizational structure and emphasize the strategic function of each
development and the synergies among various departments. Meanwhile,
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it also examined the responsibility and working procedures of respective
positions under each department and re-developed a new performance
management system by introducing an integrated evaluation system with
balanced score card and key performance indicator. This was expected
to enhance the employee evaluation and facilitate the performance
execution, with a focus on the overall performance of core management
members. Furthermore, the Group established systematic training
programs and talent mapping for key positions in order to enhance the
relevant employees’ managerial skills.

Supply Chain Optimization

Faced with the challenges from industrial cycles, emerging new retail
models, and its own production capacity, the Group is committed
to improving its supply chain capability to support its operational
development. Under the new development strategies, the Group
further optimized its procurement procedures by setting up the strategic
procurement system. On the one hand, it established a supplier
procurement platform which enables the full life-cycle management of
suppliers and realize cost control and efficiency improvement, on the
other hand, it leveraged big-data analysis to optimize the procurement
planning with more accurate demand prediction for raw materials and
inventory resources. The Group was also able to optimize the allocation of
storage and logistic resources based on its business expansion schedule to
increase the coverage of service radius, delivery network and production
capacity.

Since the establishment and implementation of the new six development
strategies in 2019, up to the end of the year, the corresponding
improvements had been gradually revealed. The Group had developed
the organizational improvement strategy based on the principles of flat,
simplified and efficient. The Group supplemented and optimized certain
major departments, such as franchise business department, special
distribution channel department and the integrated marketing center. The
Group also commenced the franchise business, and launched non-spicy
products with success. Benefiting from the implementation of the new six
development strategies, the Group had successfully improved the revenue
contribution from new products, cost and expense control and slowed
down the decrease of net profit in the second half of 2019.
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Industry and Business Outlook for 2020

In early 2020, the consumer product industry in China, in particular the
food and retail sectors, has been adversely affected by the outbreak of
the novel coronavirus disease, or COVID-19 outbreak. The industry was
hit in a manner that retail stores are forced to close, production activities
are suspended and consumption demands decrease in a short period
of time. As provided in the voluntary announcement of the Company
dated February 11, 2020, the Group's operations, mainly, the production
activities in Central China and the temporary closures of a significant
number of retail stores in cities where mandatory restrictive and lockdown
measures were imposed by local governments, have been interrupted
by the COVID-19 outbreak. Following the voluntary announcement and
up to the date of this annual report, a majority of the retail stores that
were temporarily closed have been reopened. Production activities in its
Central China processing facility have also been re-launched. However, it is
expected that the COVID-19 outbreak will continue to have an impact on
the retailing industry. The Group estimates that the prolonged COVID-19
outbreak will have an adverse impact on its operation, and in turn, the
financial performance in 2020.

The Group has carried out measures in response to this situation. Based on
the existing stringent food quality assurance system, the Group adopted
additional specific quality assurance measures in response to the outbreak
of COVID-19. On the one hand, it proactively adjusted the production
capacity allocation among three production facilities and, on the other
hand, promoted the development of ecommerce on various online
channels and online ordering and delivery service platforms. To this end,
it explored the distribution opportunities from new form of community
groupon. It also leveraged its well established advantages to enhance
online marketing and promotion. During this down period, the Group
had enhanced the training and education for its employees to further
reinforce its corporate culture and increase organizational capability.
However, in the long run, the Group is still optimistic for its development.
Along with the more stringent regulatory control over food industry and
the increasing awareness of food safety by consumers, the casual food
industry is expected to experience another round of consumption upgrade
and the industry will further consolidate with more sources controlled by
those leading brands. The Group believes that the omni-channel model
suitable for multiple scenarios will be a new industry norm. To establish
a customer-oriented value chain to meet all customer needs is critical to
further success. The Group believes its well established advantages in food
safety, brand and reputation, as well as customer services will be further
amplified by then.
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In 2020, the Group will continue to focus on its new six development
strategies and to implement the following:

o Further improve the multiple layer business model with self-
operation and franchise, accelerate the development of franchise
business and optimize nationwide store network;

o Further enhance omni-channel coverage and solidify advantages
of online business and accelerate the development of distribution
channels of convenience stores and supermarkets;

o Develop more tastes and product types to cater to more potential
consumers and optimize product portfolio;

o Further consolidate branding and marketing efforts, precisely target
consumers and enhance marketing efficiency;

o Re-build employee performance evaluation system, improve incentive
scheme and enhance organizational strengths; and

o Further consolidate supply chain capabilities, optimize cost structure
and improve supply chain management.

The Group believes that 2020 will be a critical year for it to execute the
new six development strategies. The Group is confident in its ability
to mitigating the adverse impacts of the COVID-19 outbreak and will
seize the development opportunities to implement such strategies in
the next five years and to establish a solid foundation for the mid- and
long-term development with respect to distribution channels, products,
brands, talents and supply chain. The Group endeavors to promote the
sustainable development and strives to create the long-term value for all
of its shareholders.

Zhou Hei Ya International Holdings Company Limited
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Management
Discussion
and Analysis

The Group's total revenue decreased by 0.8% from RMB3,211.5 million
for the year ended December 31, 2018 to RMB3,186.0 million for the
year ended December 31, 2019, which was primarily due to a decrease
of RMB35.9 million in sales from self-operated stores and a decrease
of RMB52.2 million in sales from distributors as a result of intensified
competition. Nevertheless, since the Group continued to promote its
online channels and its products distributed online had been accepted
by more consumers, sales from online channels increased by RMB53.9
million from 2018 to 2019.
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Management Discussion and Analysis
B E R wmEE D AT

The following table sets forth the Group’s consolidated statements of
profit or loss and other comprehensive income in absolute amounts and
as a percentage of the Group's total revenue for the years indicated,
together with the year-over-year change from 2018 to 2019.

TREFIAEMOEL Ris M2 ERER - Eh
SRR ERBH SRR ARBRUGE A D
R =F—\FE-F-NFORLESD -

Year Ended December 31, Year-
BET-A=t+-HLEE on-year
2019 2018 Change
—E-NF TN\ [RILL &
RMB’000 % RMB'000 % %
ARBTR AR®EFT

Revenue g 3,186,040 100.0 3,211,521 100.0 (0.8)
Cost of sales HERA (1,384,640) (43.5)  (1,364,089) (42.5) 15
Gross profit EF 1,801,400 56.5 1,847,432 57.5 (2.5)
Other income and gains, net H A Rz E5E 125,249 3.9 147,143 4.6 (14.9)
Finance cost HBER (32,123) (1.0) - - N/A
Selling and distribution expenses HERDHEAY (1,132,592) (35.5)  (1,081,576) (33.7) 47
Administrative expenses TERBS (224,461) (7.0) (178,707) (5.6) 256
share of profits and losses of AME—REEE QT

an associate N R EE 7,737 0.2 (7,321) (0.2) (205.7)
Profit before tax BB A A 545,210 17.1 726,971 22.6 (25.0)
Income tax expense FTSRAx (137,762) (4.3) (186,878) (5.8) (26.3)
Profit for the year FERF 407,448 12.8 540,093 16.8 (24.6)
Other comprehensive income NGB TREES

that may be reclassified to AEEBRENHM

profit or loss in subsequent periods: 2HEBA :
Exchange differences on translation of TBINEBREMET

foreign operations =8 (3.698) (0.1) (6,273) 0.2) (41.0)
Net other comprehensive income that RIRE B TR E R

may be reclassified to profit or loss in HHEEEREMD

subsequent periods FHEBAFE - (3.698) (0.1) (6,273) (0.2) (41.0)
Other comprehensive income that will BFAENBREHEEH

not be reclassified to profit or loss PEZERNEM

in subsequent periods: FEBA
Translation from functional currency to R EEREEZS

presentation currency BEELVERESR 35,170 1.1 90,636 2.8 (61.2)
Net other comprehensive income that will ~ BAERREEEH

not be reclassified to profit or loss in PEZBEENEMNR

subsequent periods [ NG 35,170 1.1 90,636 2.8 (61.2)
OTHER COMPREHENSIVE INCOME FEHMZEEA

FOR THE YEAR, NET OF TAX (Br%ite) 31,472 1.0 84,363 2.6 (62.7)
TOTAL COMPREHENSIVE INCOME EEREWALE

FOR THE YEAR 438,920 13.8 624,456 19.4 (29.7)
Basic and diluted earnings per share BREAREEEF N/A N/A

(RMB) (AR¥7n) 0.18 TEH 0.23 i 21.7)
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Revenue

Revenue contributed by the Group’s self-operated retail stores amounted
to RMB2,740.5 million, representing 86.0% of total revenue for the
year ended December 31, 2019, compared with RMB2,776.4 million,
representing 86.5% for the year ended December 31, 2018.

Sales through online food and delivery services platforms increased by
5.6% from 2018 to 2019, which accounted for 14.7% of revenue derived
from self-operated retail stores for the year ended December 31, 2019,
compared with 13.7% for the year ended December 31, 2018.

Geographically, central China remained to be the major regional market
with its proportion of total self-operated retail stores revenue of 2019 at
58.2%. Comparing with its proportion of 60.2% in 2018, the geographic
concentration was slightly decreased.

Cost of Sales

Cost of sales increased by 1.5% from RMB1,364.1 million for the year
ended December 31, 2018 to RMB1,384.6 million for the year ended
December 31, 2019, which was mainly attributable to the increase in the
unit purchase cost of raw materials, the increases in depreciation after the
commencement of operation of the new processing facility and the overall
increase in labor cost.

Gross Profit and Gross Profit Margin

As a result of the foregoing, the Group’s gross profit decreased by 2.5%
from RMB1,847.4 million for the year ended December 31, 2018 to
RMB1,801.4 million for the year ended December 31, 2019, and the
Group's gross profit margin decreased from 57.5% in the year ended
December 31, 2018 to 56.5% in the year ended December 31, 2019.
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Management Discussion and Analysis
B E R wmEE D AT

Other Income and Gains, Net

The Group’s other income and gains, net decreased by 14.9% from
RMB147.1 million for the year ended December 31, 2018 to RMB125.2
million for the year ended December 31, 2019. The decrease was primarily
due to (i) a decrease of RMB11.7 million in interest income from bank
deposits and other interest income from structure deposits measured at
FVPL; (i) a decrease of RMB18.5 million in foreign exchange gain; and (iii)
a decrease of RMB1.9 million in government grants, partially offset by a
decrease of RMB5.3 million of a loss on disposal of property, plant and
equipment.

Finance Cost

The Group recorded a finance expense of RMB32.1 million for the
year ended December 31, 2019 which mainly represented the interests
expenses of lease liabilities recognized due to the adoption of HKFRS 16
Leases since January 1, 2019.

Selling and Distribution Expenses

The Group’s selling and distribution expenses increased by 4.7%
from RMB1,081.6 million for the year ended December 31, 2018 to
RMB1,132.6 million for the year ended December 31, 2019. The increase
was primarily due to the increases in rental expenses in connection
with the Group’s store network expansion, salary and welfare for
selling personnel, as well as the transportation expenses resulting from
geographic expansion.

Administrative Expenses

The Group's administrative expenses increased by 25.6% from RMB178.7
million for the year ended December 31, 2018 to RMB224.5 million for
the year ended December 31, 2019, primarily due to (i) the increased
expenses in connection with the commencement of operation of Hubei
Phase | facility and Guangdong facility in the second half of 2018 and
the first half of 2019, respectively; and (ii) the increased expenses for
administrative staff.

Share of Profits and Losses of an Associate

For the year ended December 31, 2019, the Group incurred shares of
income of an associate of RMB7.7 million in connection with the 31.25%
equity interest (50% prior to March 2019, diluted to 37.51% from April
to November 2019, and further diluted to 31.25% in December 2019)
in Shenzhen Tiantu Xingnan Investment Partnership (Limited Partnership)
(the “Tiantu Partnership”), which was jointly established with two
subsidiaries of Shenzhen Tiantu Investment Co., Ltd., resulting from
fair value gains on the associate’s investees and partially net off by the
administration expenses. The change in the Group’s equity interest in
Tiantu Partnership was due to the addition of new partners in March and
December 2019.
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Profit Before Tax

As a result of the foregoing, the Group recorded profit before tax of
RMB545.2 million for the year ended December 31, 2019, decreased by
25.0% from RMB726.9 million for the year ended December 31, 2018.

Income Tax Expense

Income tax expense decreased by 26.3% from RMB186.9 million for the
year ended December 31, 2018 to RMB137.8 million for the year ended
December 31, 2019, primarily due to the decrease in profit before tax.

Profit for the Year

As a result of the foregoing, especially due to the Group’s continued
increases in operating expenses and costs, the Group’s net profit
decreased by 24.6% from RMB540.1 million for the year ended December
31, 2018 to RMB407.4 million for the year ended December 31, 2019.
Net profit margin decreased from 16.8% in the year ended December 31,
2018 to 12.8% in the year ended December 31, 2019.

Exchange Differences on Translation of Foreign Operations
Exchange differences on translation of foreign operations changed
from other comprehensive gain of RMB84.4 million for the year ended
December 31, 2018 to other comprehensive gain of RMB31.5 million
for the year ended December 31, 2019, primarily resulting from the
translation of foreign currency statements of overseas entities of which
reporting currencies are Hong Kong dollars.

Total Comprehensive Income for the Year

As a result of the foregoing, the Group’s total comprehensive income for
the year ended December 31, 2019 decreased by 29.7% to RMB438.9
million from RMB624.5 million for the year ended December 31, 2018.

Liquidity and Capital Resources

In the year ended December 31, 2019, the Group financed its operations
primarily through cash generated from its business operations and the net
proceeds received from its Initial Public Offering, including the exercise
of the over-allotment options on November 30, 2016 (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.
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Capital Structure

As of December 31, 2019, the Group had net assets of approximately
RMB4,238.4 million, as compared to RMB4,125.7 million as of December
31, 2018, primarily comprising current assets of RMB2,762.2 million, non-
current assets of approximately RMB2,716.7 million, current liability of
RMB738.9 million and non-current liability of approximately RMB501.6
million.

As of December 31, 2018 and 2019, the cash and cash equivalents of
the Group were mainly denominated in Renminbi (“RMB") and U.S
dollars (“USD"), with certain amount denominated in Hong Kong Dollars
("HKD") and small amount denominated in Euro.

Cash and Bank Balances

As compared with RMB1,671.1 million as of December 31, 2018, the
Group had cash and bank of approximately RMB1,237.0 million as
of December 31, 2019, which was consisted of unrestricted cash and
bank balances of approximately RMB190.3 million and term deposits of
RMB1,046.7 million.

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
Global Offering and HK$364.2 million from the issue of shares pursuant
to the exercise of the over-allotment options, respectively. The remaining
balance of the proceeds from the IPO as of December 31, 2019 was
RMB1,009.9 million.

On March 31, 2020, for the reason set out in the paragraph headed
“Change in the Use of Proceeds” below, the Board has resolved to
reallocate the unutilized net proceeds to and increase the portion to
be used for the construction and improvement of processing facilities,
which also include the enhancement of the related logistics and storage
capacities.
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The table below sets forth the use of proceeds by the Group as of
December 31, 2019 and the revised allocation among the use of proceeds

as of the date of this annual report:
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B E R WD AT

TREGIAEERHE_T-NAF+-_A=+—HHNM
SHIERGEMBEAFRASMSRIAR RN EER
DB

Original Amount Amount Revised
allocation as that that was used remaining
provided had been inthe  Remaining balance as
inthe utilizedasof  yearended balance as of of the date Expected
prospectus December 31, December31, December 31, Revised of this  timeline of
of the IPO 2018 2019 2019 allocation annual report utilization™
BERAG BHZE
BEN BE ZEZ-N% BHE
pRERY  —B-\F +ZBZ+-B ZE-N% BEAER
fifE® t=A=+-B LEEFRA +-A=t-H AEEHET BADA
RAE CBALE k2 BTEH  SBIIE BT RERO
(In RMB million)
(MARMBERIIE)
Construction and improvement of 3k REEMT Rt in four years
processing facilities 8583 765.2 93.1 - 1,258.3 400.0 ARAE
Development of retail network RIS in two years
367.8 ni 35.0 261.1 167.8 61.1 RR2E
Branding image campaigns, mERREE
including the e-commerce BREREHEY in two years
marketing campaigns 2943 738 136.4 84.2 3943 184.2 FR2E
Improvement of research and MUETE N/A?
development 245.2 15 55 2282 452 282 TNaRe
Acquisition and strategic alliances  YuBE [} B RREE BB N/A®
2452 179 - 2213 1452 127.3 TNER
Upgrades of information technology ~ FHRES ST Z5: -
systems, including the enterprise ~ BECEE R in three years
resource planning system 5 196.2 38.7 176 139.9 96.2 399 RH3E
General replenishment of BRET—REE in two years
working capital e 2452 1380 380 69.2 3452 169.2 RIRE
Total a3t 24522 1,168 3256 1,009.9 24522 1,009.9
Notes: MIE -

(1) Based on the Group's current estimates of its business plans and market
conditions, and subject to change and adjustment.

(2)  The Group expects that the remaining balance will be used in accordance
with the intended usage in the coming years as indicated but it is not able to
reasonably estimate a detailed timeline of utilization at current stage.

As of December 31, 2019, net proceeds not utilized had been deposited

into short-term deposits and money market instruments, including

structured deposits.
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Change in the Use of Proceeds

The management of the Company, having reviewed its business
development strategies and expansion plans, considered that there
remains a considerable capital need for it to further improve processing
facilities, which includes the optimization of production capacity and
enhancement of logistics and storage capacities. In particular, the Group
intends to accelerate its franchise business in the upcoming years,
which may require more production, logistics and storage supports. As
such, the Group plans to reallocate more of its resources to invest in
the construction and improvement of processing facilities and intends
to utilize the balance of the net proceeds it received from its IPO in the
manner set out below. The Board considers that the change in use of
proceeds is in the interest of the Company and its shareholders as a whole
and will continue to monitor the use of the net proceeds. Save for the
aforesaid changes, there has been no other change in the use of the net
proceeds from the IPO.

Indebtedness

As of December 31, 2019, 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.

The Group uses the gearing ratio (gearing ratio = total liabilities/total
assets) to monitor its capital structure. As of December 31, 2019, the
Group’s gearing ratio increased to 22.6% from 11.4% as of December
31, 2018, which was primarily due to the increase in total liabilities due
to a recognition of lease liabilities as a result of the adoption of HKFRS 16
Lease since January 1, 2019.

Cash Flows

For the year ended December 31, 2019, net cash generated from
operating activities increased to approximately RMB756.5 million from
RMB308.4 million for the year ended December 31, 2018, which was
mainly attributable to profit before tax of RMB907.5 million, adjusted
for certain non-cash items and profit before tax from non-operating
activities such as depreciation of fixed assets, amortization of right-of-
use assets and land use rights, interest income from bank deposits and
interest income from structured deposits. Additional factors that affected
net cash generated from operating activities included: (i) income tax paid
of RMB156.8 million, (i) an increase of RMB16.7 million in inventories,
(i) an increase of RMB19.5 million in other payables and accruals, (iv)
an increase of RMB28.7 million in pre-payments, deposits and other
receivables, and (v) an increase of RMB36.9 million in trade payables.
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For the year ended December 31, 2019, net cash generated from
investing activities was approximately RMB60.9 million, compared with
RMB51.3 million for the year ended December 31, 2018, which was
mainly attributable to (i) proceeds from disposal of structured deposits of
RMB2,490.5 million; (ii) the decrease of term deposits of maturity over
three months of RMB518.4 million; (iii) the interests received from bank
deposits of RMB55.5 million, and proceeds from structured deposits of
RMB24.4 million, partially offset by (iv)purchases of structured deposits of
RMB2,620.5 million; and (v) purchases of long-term assets of RMB418.6
million.

For the year ended December 31, 2019, net cash used in financing
activities was to approximately RMB748.9 million, compared with
RMB499.4 million for the year ended December 31, 2018, which was
mainly attributable to (i) the offshore guarantees for onshore loans which
resulted in an increase of deposits of RMB206.0 million, (ii) dividends paid
of RMB326.2 million and (iii) principal of lease liabilities paid of RMB216.6
million.

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 had
their respective expiry dates. As of December 31, 2019, the Group had a
balance of structured deposits in the amount of approximately RMB760.9
million. Up to the date of this annual report, approximately RMB430.0
million out of the RMB760.9 million had been settled and redeemed
upon their maturity with the remaining not yet fallen due. 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 akin to placing deposits with banks whilst enabling
the Group to earn a relatively higher rate of return. In the year ended
December 31, 2019, interest income from structured deposits amounted
to RMB26.4 million (December 31, 2018: approximately RMB43.7 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 investments in low-risk products issued by qualified commercial
banks or other financial institutions are allowed and 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 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 are of the view that the structured
deposits pose little 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 RMB418.6 million as of
December 31, 2019, mainly in connection with the establishment of
processing facilities and the improvement of its processing facilities. The
Group financed its capital expenditures primarily with cash generated
from operations and the proceeds from the IPO.

Contingent Liabilities and Guarantees
As of December 31, 2019, the Group did not have any significant
unrecorded contingent liabilities, guarantees or any litigation against it.

Major Investment

The Group did not conduct any material investments, acquisitions or
disposals in 2019 and in the period subsequent to December 31, 2019
and up to the date of this annual report.

In addition, save for the expansion plans as disclosed in the sections
headed “Business” and “Future Plans and Use of Proceeds” in the
prospectus of the Company dated November 1, 2016 (the “Prospectus”),
the Group has no specific plan for major investment or acquisition for
major assets or other business. However, the Group will continue to
identify new opportunities for business development.

Turnover Ratios

Average inventory turnover days increased from 78.1 days in 2018 to
91.5 days in 2019, primarily because the Group increased the inventory
reserves of certain raw materials by the end of 2019 in the anticipation of
an increase in raw material prices.

Average trade receivables turnover days were slightly increased from 3.2
days in 2018 to 3.7 days in 2019.

Average trade payables turnover days increased from 22.6 days in 2018 to

27.6 days in 2019, primarily due to the increase in inventory procurement
as well as the prolonged credit terms granted to the Group.
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Employee and Labor Cost

As of December 31, 2019, the Group had a total of 4,966 employees,
among which 58.4% were retail store operations and sales staff and
14.7% 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 accomplish, by taking into account the overall sales
performance of the stores in the same regional market in the relevant
period.

In the year ended December 31, 2019, the Group incurred total labor
costs of RMB496.3 million, representing 15.6% of total revenue of the
Group.

Top Suppliers and Top Customers

In the year ended December 31, 2019, purchases from the Group's
largest duck supplier in terms of dollar amount accounted for 8% of
total purchase cost and the aggregate purchases from its top five duck
suppliers in terms of dollar amount in aggregate accounted for 22.4% of
total purchase cost.

Due to the nature of the Group’s business, in the year ended December
31, 2019, revenue derived from its top five customers accounted for less
than 30% of total revenue.

Reserves
As of December 31, 2019, the Group's reserves available for distribution
to shareholders amounted to approximately RMB1,913.0 million.

Subsequent Events

In early 2020, the Group's operation has been adversely affected by
quarantine measures imposed by the local government to contain the
COVID-19 outbreak. The Group has been paying close attention to
the impact of the situation on its operation and taking all possible and
reasonable measures to mitigate and limit the impact on the Group’s
operation. The Group has reopened a majority of those temporarily closed
retail stores located outside of Hubei Province since February 2020, and
re-launched production activities in its Central China processing facility
since early March 2020. As the extent to which the COVID-19 outbreak
will continue is uncertain, the overall financial effect that the COVID-19
outbreak may have on the Group's businesses and financial results cannot
be reliably estimated as at the date when the financial statements are
authorized to issue.

Other than the abovementioned matter, no material events were
undertaken by the Group subsequent to December 31, 2019.
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Executive Directors

Mr. ZHOU Fuyu (B E#), aged 45, is the Chairman and an executive
Director. Mr. Zhou founded our business with his wife, Ms. Tang Jianfang,
in 2002 and established our previous holding company, Zhou Hei Ya
Foods Joint Stock Limited Company (AR @M BERR A F]) ("Wuhan
ZHY Holdco"), on June 13, 2006. He was appointed as our executive
Director on June 8, 2016 and is primarily responsible for formulating the
overall Group's strategies and leading the product development. With
approximately 18 years of experience in casual braised food industry, he
is the key driver of our business strategies and achievements to date and
continues to oversee the management of our operations, business, and
the Group's sales network.

Mr. ZHANG Yuchen (5RF &), aged 44, is an executive Director and
the Chief Executive Director. Mr. Zhang was appointed as an executive
Director on November 15, 2019 and the Chief Executive Officer on
August 27, 2019. He has over 20 years of operational and management
experience in the consumer goods sector, and has served several leading
multinational consumer goods enterprises in management position. From
1997 to 2003, Mr. Zhang served at Procter & Gamble (Guangzhou) Ltd.
("P&G"), as a distributor channel unit manager, after which Mr. Zhang
served in the WalMart team of P&G from 2003 to 2005 and in the Greater
China market Strategy & Planning of haircare division of P&G from 2005
to 2006. Mr. Zhang then served as distributor channel market director at
P&G from 2006 to 2009, and Mr. Zhang's last held position was National
Trade Marketing Director of Pampers from 2009 to 2011. Later on, Mr.
Zhang served as National Sales Director at L'OREAL (China) Co., Ltd.’s
active cosmetic division from 2011 to 2013. From 2013 to 2016, Mr.
Zhang served as Sales Director (China) at Mattel Barbie (Shanghai) Trading
Co., Ltd., a children’s products trading company. Mr. Zhang then served
as the Country Manager (China) at Hasbro Trading (China) Co., Ltd., a toy
trading company, from 2016 to 2019. In May 2019, Mr. Zhang joined the
Group, serving as Executive Vice President of Hubei Zhouheiya Enterprises
Development Co., Ltd. Mr. Zhang, received his bachelor’'s degree in
electrical engineering from Southeast University in June 1997.

Mr. WEN Yong (X E), aged 37, was appointed as an executive
Director on June 8, 2016 and is primarily responsible for the supply
chain management of the Group. He was the deputy general manager
of Wuhan ZHY Holdco from March 2015 to July 2015 and is a deputy
general manager of Zhou Hei Ya Enterprise Developement Co., Ltd.. Mr.
Wen was the manager of procurement and supply department and the
manager of supply chain center of Wuhan ZHY Holdco from June 2006
to April 2011 and from April 2011 to August 2011, respectively, where
he was primarily responsible for the overall operation of the respective
departments. Mr. Wen was also the general manager of Shenzhen Zhou
Hei Ya Foods Co., Ltd. (3T A BB R MAR A F) from August 2011 to
March 2015.

Zhou Hei Ya International Holdings Company Limited
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Biographies of the Directors and Senior Management

Non-executive Director

Mr. PAN Pan (&Z), aged 40, was appointed as a non-executive Director
on June 8, 2016. He has been the non-executive director of Wuhan
ZHY Holdco from March 25, 2014 to November 24, 2017 and a director
representative of Shenzhen Tiantu Investment Management Co., Ltd. (%3l
MREREEE AR F]) (currently known as Tian Tu Capital Co., Ltd. (&
Y RBEIEEBEER LB BRAA)), a shareholder of Wuhan ZHY Holdco
at the same time. He is also a director representative of Tiantu Investments
Limited, a shareholder of the Company. He is primarily responsible for
giving strategic advice and making recommendation on the operation of
the Group. He was the managing director of Tiantu Capital Management
Center LLP (RINKEEAREEH O (BRA®)) from February 2014 to
January 2016 and has been the partner since February 2016. Mr. Pan also
worked at Guoxin Hongsheng Venture Investment Co., Ltd. (B{55AB% 8%
A AR A F]), an investment company.

Mr. Pan obtained a bachelor’s degree in currency banking from Hunan
University (4 K2) in July 2003 and a master’s degree in finance from
Hunan University in December 2004.

Independent Non-executive Directors

Mr. WU Chi Keung (#758), aged 63, was appointed as an independent
non-executive Director on October 24, 2016 and is the chairman of
the audit committee. Mr. Wu has more than 30 years of experience
in financial audit and specializes in providing auditing and assurance
services, financial due diligence reviews, support services for merger and
acquisitions, corporate restructuring and fund raising engagements.
Mr. Wu was a partner of Deloitte Touche Tohmatsu until he retired
in December 2008. Mr. Wu is currently a director of a family-owned
private company, Born Best Company Limited, engaging in property and
investment business. He is also an independent non-executive director of
China Medical System Holdings Limited (stock code: 867), Jinchuan Group
International Resources Co. Ltd. (stock code: 2362), Central Development
Holdings Limited (formerly known as Zhong Fa Zhan Holdings Limited)
(stock code: 475), Huabao International Holdings Limited (stock code:
336), and Huajin International Holding Limited (stock code: 2738), all of
which are companies listed on the Stock Exchange. Mr. Wu also served
as an independent non-executive director for COFCO Meat Holdings
Limited (Stock code: 1610) from June 23, 2016 to December 12, 2017,
and YuanShengTai Dairy Farm Limited (stock code: 1431) from November
7, 2013 to September 28, 2018, both companies are listed on the Stock
Exchange.

Mr. Wu graduated from Hong Kong Polytechnic (now known as Hong
Kong Polytechnic University) on November 20, 1980 with a high diploma
in accountancy. Mr. Wu has been an associate of Hong Kong Institute
of Certified Public Accountants since March 20, 1984 and a fellow of
Association of Chartered Certified Accountants in the United Kingdom
since September 15, 1988.
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Biographies of the Directors and Senior Management
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Mr. CHAN Kam Ching, Paul (FR$%#2), aged 65, was appointed as an
independent non-executive Director on October 24, 2016. He is the
proprietor of Paul K. C. Chan & Partners, Solicitors, and is now practicing
laws in Hong Kong. Mr. Chan was an independent non-executive director
of PetroAsian Energy Holdings Limited (stock code: 850), a company listed
on the Stock Exchange, from October 21, 2002 to September 11, 2015.

He obtained his Juris Doctor Degree from University of Toronto in June
1979. He was admitted to practice as a barrister and solicitor in Ontario,
Canada in April 1981, and as a solicitor in Hong Kong in January 1984
and in England and Wales in July 1988, and as a barrister and solicitor
of the Australian Capital Territory in October 1991, and an advocate and
solicitor of Singapore in February 1995. He is currently a China Appointed
Attesting Officer, a Fellow of the Chartered Institute of Arbitrators, a
Member of Hong Kong Society of Notaries, HKIAC Accredited Mediator, a
Civil Celebrant of Marriages and Certified Tax Adviser.

Mr. LU Weidong (E &), aged 57, was appointed as an independent
non-executive Director on October 24, 2016. He has been the managing
director of Shenzhen Junfu Investment Co., Ltd. (FHITFHEREBRE A
7)) (“Shenzhen Junfu”), an investment company, since January 2015.
Prior to joining Shenzhen Junfu, Mr. Lu was the nonauditing business
partner of Grant Thornton Accounting Firm (B{E &5t EIZ=#55T) (formerly
known as Jingdu Tianhua Accountant Firm (FESXZES 5T EIZEF5FT)) from
January 2010 to August 2011. From January 2008 to January 2010, he
worked at Shanghai Junfu Panchenzhangjiahua Accounting Firm (/815
BEMRREESETAI =T and successively held positions as Junfu PRC
partner and secretary-general of the partners’ meeting, managing partner
of Shenzhen Branch. Mr. Lu worked as the managing partner from March
1997 to January 2008 and the legal representative from May 1994 to
March 1997 of Shenzhen Licheng Accounting Firm (&I D& &HED
E7FT) (formerly known as Shenzhen Licheng Accounting Firm (&Il
S EETRIEASFN)). From July 1991 to March 1994, he served as the
assistant to the head, the manager of the audit department of Shenzhen
Guangming Accounting Firm ORI BAEETRIETFT). From December
1987 to July 1991, he successively held the positions as auditor assistant,
assistant to the manager and manager of Shekou Zhonghua Accounting
Firm (t¢ O R 2ES AT F5F). From September 1985 to December 1987,
he held positions as accounting assistant and accounting manager of
China Electronic System Project Co., Ltd. (FEEFEZ& LB R F]), an
electronic construction company.

Mr. Lu obtained a bachelor’s degree in economics from Hangzhou Dianzi
University (1741 & FRHZAE2) (formerly known as Hangzhou Institute of
Electronic Engineering (MMM & F T 2F3)) in July 1985. He is a Chinese
Certified Public Accountant (F B =t 2 &16M) certified by The Chinese
Institute of Certified Public Accountants (FEFEM&5HEIHHE) in May
1990.

Zhou Hei Ya International Holdings Company Limited
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Biographies of the Directors and Senior Management

Senior Management

Mr. GUO Rong (38%), aged 52, is the chief financial officer of our
Group. He was the board secretary at Hunan Hoping Seeds Technology
Co., Ltd. (A LEERE KM AR A F]) from October 2015 to May
2019 before joining the Company. Prior to that, he had held senior
financial positions at various multinational or public companies for around
20 years. From October 2010 to September 2015, he served as the chief
financial officer at LBX Pharmacy Co., Ltd. (BB KBRS HEBR B BR A
7)) (Shanghai Stock Exchange: 603883). From September 2004 to August
2010, he was the chief financial officer and chief information officer of
Yuan Longping High-tech Agriculture Co., Ltd. (R 2% SR EMMD
APBRA7]) (Shenzhen Stock Exchange: 000998). From December 2002
to September 2004, he was the chief financial officer of Guangdong
Creawor Technology Development Co., Ltd. (BRAIFR B ZR B A7),
a company that provides big data technology solutions. From July 2001 to
December 2002, he was the financial accounting manager for the China
region at Perfetti Van Melle (China) Limited (FAL#SEi8801ER (PE)
ABRAF]). From January 2000 to July 2001, he was the credit controller
for the Europe region at Lenovo Group Limited (B/8% @GR A Al)
(stock code: 0992). From January 1996 to November 1998, he served
as a financial manager for Hong Kong and overseas regions at Huawei
Technologies Co., Ltd. (ZEARTAR A 7).

Mr. Guo obtained a master of business administration at the Maastricht
School of Management in 1999 and a master of economics at Jinan
University in 1996. He obtained a bachelor degree in economics and an
accounting professional certificate from Hunan University in 1991. Since
2012, he has been a fellow (FFA) of the institute of Financial Accountants
and a fellow (FIPA) of the institute of Public Accountants.

Mr. Zhou Fan (M), aged 44, has been a director of business
development center of the Company since July 2012, currently fully
responsible for the business development of the Company. Prior to that,
Mr. Zhou served as a bulk-purchaser of Xinhua Store of Developing
Wushang Bulksale Chain Co., Ltd., a retail company, from April 2002 to
June 2003. Mr. Zhou then served as a merchandiser of Wushang Bulksale
Chain Co., Ltd. from June 2003 to March 2009. Later on, Mr. Zhou served
as a regional business development manager of the Company from April
2009 to July 2012.

Mr. Zhou graduated from Jianghan University in 2001, majoring in
accounting and office Automation.
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The Company is an investment holding company. The principal activity of
the Group is to produce and retail casual braised food.

General

A review of the business of the Group during the year and a discussion on
the Group’s future business development are set out in the Chairman’s
Statement, Business Review and Outlook as well as the Management
Discussion and Analysis on pages 6 to 9, pages 10 to 20 and pages 21
to 31,
performance during the year using financial key performance indicators
is set out in the Management Discussion and Analysis on pages 21 to 31
of this annual report. Subsequent to December 31, 2019 and up to the

respectively, of this annual report. An analysis of the Group's

date of this annual report, the Group has not undertaken any material
events save for the COVID-19 outbreak as disclosed in the section headed
“Director’s Report — Subsequent Events”.

Principal risks and uncertainties the Group faces include (i) uncertainty
as to the opening and profitable operation of new retail stores; (ii)
uncertainty as to the expansion into new geographical markets; (iii)
uncertainty as to the performance of the Group’s current retail stores;
(iv) risks related to site selection for new stores; (v) risks related to quality
control and food safety; and (vi) risks related to increasing food price,
labor costs and commercial real estate rent.

The financial risks of the Group include foreign currency risk, credit risk
and liquidity risk. These financial risks, and the related risk management
policies and practices used by the Group are discussed in note 37 headed
“Financial Risk Management Objectives and Policies” to the consolidated
financial statements of this annual report.

Zhou Hei Ya International Holdings Company Limited
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Environmental policies and performance

The Group strictly complies with the relevant environmental protection
laws and regulations in the places where it operates, focuses on
environmental protection in the manufacturing process, and promotes
green and low-carbon office practices to reduce the environmental
impact of production and operation activities. During the year ended
December 31, 2019 (“Reporting Period”), we continued to enhance our
environmental management system, incorporated energy and resource
consumption targets into key performance assessments, and improved
the efficiency of energy and resource consumption. We also continued to
strengthen the management of production processes and promote the
efficient use of packaging materials. Meanwhile, we also carried out waste
sorting and recycling management to promote a circular economy and
reduce waste generation and to improve the Company’s environmental
performance and economic benefits.

Compliance with Laws and Regulations

The Group continued to obtain updates on applicable PRC laws and
regulations to ensure full compliance in the course of production and
operation activities. We have applied for and obtained all major licenses,
approvals and permits required by relevant regulatory agencies. As of
December 31, 2019, the Group has not experienced any material impact
due to the violation of any relevant laws and regulations. During the
Relevant Periods, the Board and senior management carried out work
and exercised their authorities in accordance with the relevant applicable
PRC laws and regulations, relevant applicable laws and regulations in
relation to a company established in the Cayman Islands, the articles of
association of the Company, the Board charter, the internal policies of
committees and internal control systems, and the decision-making process
was legal and valid. Meanwhile, the Company performed its disclosure
obligations in a timely manner to meet its compliance requirements, in
strict compliance with the requirements of the Listing Rules.

Relationship with Employees

The Group strictly complies with relevant employment laws and
regulations, constantly optimizes its human resource management
system, and fully respects and protects its employees’ legitimate rights
and interests. The Group provides its employees with a healthy and safe
working environment and offers them competitive remuneration and
benefits, fair promotion opportunities, and a sound training system.
During the Reporting Period, we launched a talent development project
to help employees formulate a reasonable and personalized development
path. We expect that the project will continuously improve organizational
performance analysis and performance system, establish a scientific
incentive mechanism for employees, strengthen employee training and
development systems, increase team cohesion as well as attract, retain
and motivate employees.
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For further details on the Group’s employees and employee costs and
remuneration policies, please refer to the sections entitled “Management
Discussion and Analysis — Employees and Labor Cost” and “Director’s
Report — Employees and Remuneration Policies”.

Important Relationships with Stakeholders

The Group regards shareholders/investors, government departments,
suppliers, employees, the media and consumers as its important
stakeholders. To ensure the establishment of a set of sustainable
development strategies that effectively manages environmental and social
regulatory risks and to provide the appropriate corresponding disclosures,
we continued to improve our long-term communications mechanism with
various stakeholders. At the same time, a multi-dimensional risk analysis
was conducted to identify environmental, social and governance issues
that are of interest to the Group’s development and stakeholders, and an
independent Environmental, Social and Governance Report was issued.

During the Reporting Period, the Group carried out stakeholder
communications and reviews of substantive issues as well as analyzed
environmental, social, and governance issues that the Group’s key
influential stakeholders are focusing on. The Group is committed to
continuously improve its level of corporate sustainable development
management.

For further details regarding our major suppliers and customers, please
refer to the sections headed “Directors’ Report — Major Customers and
Suppliers”.

The results of the Group for the year ended December 31, 2019 and the
state of the Company’s and the Group'’s financial affairs as at that date
are set out in the consolidated financial statements on pages 73 to 81.

The Board recommends the payment of a final dividend of HKDO0.11 per
share (adopting an exchange rate of HK$1=RMB0.9137, equivalent to
RMBO.10 per share) and payable in Hong Kong dollars, amounting to
approximately a total of RMB239.5 million for the year ended December
31, 2019 (the “2019 Final Dividend"), representing approximately 60%
of our net profit for the year ended December 31, 2019. The 2019 Final
Dividend is subject to the approval of the Company’s shareholders at the
forthcoming annual general meeting (the “AGM") to be held on June 1,
2020.
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Pursuant to the dividend policy adopted by the Company with effect
from January 1, 2020, distributions of dividends are determined at the
discretion of the Board. In determining whether any distribution shall be
made and the amount of dividends, the Board shall take into account
the Company’s results of operations, cash flow, financial conditions,
statutory and regulatory restrictions, capital, future business plans and
prospects, and any other conditions which the Board deems relevant.
Any declaration and payment as well as the amount of dividends will be
subject to compliance with the Company’s constitutional documents and
companies law of the Cayman Islands.

The Company will evaluate its dividend policy and distributions made from
time to time.

For the purpose of determination of eligibility to attend and vote at
the AGM, the register of members of the Company will be closed from
Tuesday, May 26, 2020 to Monday, June 1, 2020 (both days inclusive),
during which period no transfer of shares of the Company will be
registered. In order to be entitled to attend and vote at the forthcoming
AGM to be held on Monday, June 1, 2020, all transfer of shares
accompanied by the relevant share certificates must be lodged with
the Company’s Hong Kong share registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, no later than 4:30
p.m. (Hong Kong time) on Monday, May 25, 2020.

Subject to the approval of the declaration of the 2019 Final Dividend at
the forthcoming AGM, the register of members of the Company will also
be closed from Monday, June 8, 2020 to Thursday, June 11, 2020 (both
days inclusive), during which period no transfer of shares of the Company
will be registered. In order to qualify for the proposed 2019 Final Dividend,
all transfer of shares accompanied by the relevant share certificates must
be lodged with the Company’s Hong Kong share registrar, Computershare
Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, no
later than 4:30 p.m. (Hong Kong time) on Friday, June 5, 2020. The
2019 Final Dividend, if approved by the Company’s shareholders at the
forthcoming AGM, will be paid on or about Monday, June 29, 2020 to
those shareholders whose name appear on the register of member of the
Company on Monday, June 8, 2020.
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Changes to the reserves of the Group during the year ended December
31, 2019 are set out in the consolidated statements of changes in equity.

Changes to the property, plant and equipment of the Group and the
Company during the year are set out in note 13 to the consolidated
financial statements.

Particulars of the Company’s subsidiaries as at December 31, 2019 are set
out in note 1 to the consolidated financial statements.

Donations made by the Group during the year ended December 31, 2019
amounted to RMB168,908 (2018: RMB541,697).

A summary of the published results and of the assets and liabilities of the
Group for the last five financial years is set out on page 172 of this annual
report.

The Company and its subsidiaries did not purchase, sell or redeem any of
the listed securities of the Company during the year ended December 31,
2019. The Company adopted its RSU Scheme on July 25, 2018, please
refer to “— Restricted Share Unit Scheme” for more details.

Details of the shares of the Company (the “Shares”) issued as at
December 31, 2019 are disclosed in note 28 to the consolidated financial
statement.
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The Directors of the Company during the year and up to the date of this AKNEELBEEAFRALHNANRRESESS

annual report were:

Name Position

i ;20

Mr. ZHOU Fuyu Chairman of the Board and Executive Director
AE#HEE EEEIERITES

Mr. ZHANG Yuchen

Executive Director and Chief Executive Officer (appointed as Chief Executive Officer
on August 27, 2019 and as Executive Director on November 15, 2019)

RFEREE PTESHRTREE (R NFNAZTEAEZERTEES R
RZE-—NF+—ATHBEZEARRNITES)

Mr. WEN Yong Executive Director

XERAE HITES

Mr. PAN Pan Non-executive Director

EEESE HEMITES

Mr. WU Chi Keung Independent Non-executive Director

AR B EHITES

Mr. CHAN Kam Ching, Paul Independent Non-executive Director

PREFIZSTAE BUIEMITES

Mr. LU Weidong Independent Non-executive Director

EEEEE BIERITES

Mr. HAO Lixiao Executive Director and Chief Executive Officer (resigned as Chief Executive Officer
on May 16, 2019 and as Executive Director on September 30, 2019)

TS B S A WITEFRITEAH (R T NFREA TNBRHMETERAI K
RZE-NFNLA=THBEERTES)

Mr. HU Jiaging Executive Director (resigned as Executive Director on April 26, 2019)

HREE L BITES(RZE-NFOA T HEHERTES)

Ms. LI Ying Executive Director (resigned as Executive Director on November 15, 2019)

E- S WITEF(R T NF+—A+AHBENTES)

In accordance with the articles of association of the Company, Mr. ZHOU
Fuyu, Mr. ZHANG Yuchen, Mr. WEN Yong and Mr. WU Chi Keung shall
retire by rotation at the forthcoming annual general meeting of the
Company and they being eligible and offer themselves for re-election.

None of Mr. ZHOU Fuyu, Mr. ZHANG Yuchen, Mr. WEN Yong and
Mr. WU Chi Keung has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within one year
without payment of compensation, other than under normal statutory
obligations.

The biographical details of the Directors and senior management of

the Company are set out in “Biographies of the Directors and Senior
Management” in this annual report.
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Save as the related party transactions disclosed in note 34 to the
consolidated financial statements and the connected transactions
as disclosed in the section headed “Connected Transactions” in this
Directors’ Report, no transactions, arrangements or contracts of
significance to which the Company or any of its subsidiaries was a party
and in which a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

As at December 31, 2019, 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

B a MEHMRME4MEENER T XS NAES
EWREFERS | —AMEENRERZIN - AAF
S E AT B R AEFRLAFEAEMERE - W&
FIVEAERR S  REFRANMEERERLRE
BAEA R

BE_T-NF+-A=1t—H EFRAQAES
TRABEARBSEMEEZE(ERREHF AR
e ([ 2 RAEHS ) EXVER) ety - B
K EREE T EAREE S KA EIRDISE 352168 A
FEARRRZERMAER  FIMRBELHHETAES
EITES X HRETA([RESFA ) BENEARAF
REBMERXSHAERAR ([BRA])EmOXR
e

Number of Approximate

Name of Director/ member/associated Capacity/ underlying  percentage of
Chief Executive corporation Nature of interest Shares™" shareholding

rEERE 54/ B MR
EE BeTHABER HEEEER EHEME HEROEHB® BoL
Mr. ZHOU Fuyu The Company Interest of spouse® 1,476,936,500? 61.97%
JAEH T VNG A (B
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Notes:

(1

©)

All interests stated are long positions.

These 1,476,936,500 Shares represent 3,690,500 Shares held by Ms.
Tang Jianfang, 1,191,838,500 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 Il Company Limited are held by ZHY X Holdings Co., Limited
("ZHY X") which in turn is 100% held by Cantrust (Far East) Limited being
the trustee of Fuyu Family Trust (the “Trust”). Ms. Tang Jianfang is the
settlor of the Trust. Therefore, Ms. Tang lJianfang is deemed to be interested
in 1,191,838,500 Shares and 32,480,300 Shares held by Healthy Origin
Holdings Limited and ZHY Holdings Il Company Limited, respectively. Since Ms.
Tang Jianfang owns 67.8% 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.

Mr. Zhou is the spouse of Ms. Tang lianfang 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 December 31, 2019, 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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As at December 31, 2019, 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:

Number of Shares

RIB-AF+ZA=+—H UTAL(EFHEAK
RARFBITHABRIN RAR B I SARRI R &
A BRIEE 5 M B 1RH)F 336 1R R ECHE R AR
AFEARREMEEARRIRE -

Approximate
percentage of

Name of shareholder Nature of interest or securities held(? interest
BRRM®E EmME RO ESEHBEO BAREES L
Ms. TANG Jianfang® Interests in a controlled corporation 248,927,200 (L) 10.45%
FEF Lo SR HIEE R
Settlor of a family trust 1,224,318,800 (L) 51.37%
Kik(EsEZTA
Beneficial owner 3,690,500 (L) 0.15%
EmEB A
1,473,246,000 (L) 61.97%
Cantrust (Far East) Limited® Trustee 1,224,318,800 (L) 51.37%
Cantrust (Far East) Limited® ZEEA
ZHY X Holdings Co., Limited® Interest in a controlled corporation 1,224,318,800 (L) 51.37%
ZHY X Holdings Co., Limited® RIS EE R
Healthy Origin Holdings Limited Beneficial owner 1,191,838,500 (L) 50.01%
fRRIEAR AR A A EnlEEA
ZHY Holdings IV Company Limited Beneficial owner 248,927,200 (L) 10.45%
ZHY Holdings IV Company Limited E=mBEAA
Ms. ZHOU Ping® Interests in a controlled corporation 136,440,000 (L) 5.73%
Bt RIEHEEE R
ZHY Holdings Ill Company Limited Beneficial owner 136,440,000 (L) 5.73%
ZHY Holdings Il Company Limited E=mBEAA
Mr. WANG Yonghua® Interests in a controlled corporation 182,886,450 (L) 7.67%
FoKIELHES RIEHEEE R
Shenzhen Tiantu Investment Interests in a controlled corporation 182,886,450 (L) 7.67%
Management Co., Ltd.® RIS EE R
FYTTREIREEERHER AT
Tiantu Advisory Company Limited® Interests in a controlled corporation 182,886,450 (L) 7.67%
RKEFRER AR SAEHEE R
Tiantu Investments Limited® Beneficial owner 182,886,450 (L) 7.67%
Tiantu Investments Limited® EnlEAA
UBS Group AG Interest in a controlled corporation 116,417,564 (L) 4.89%
UBS Group AG RIS AR E R 3,565,300 (S) 0.15%
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Notes:

(M

)

()

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 1,473,246,000 Shares represent 1,191,838,500 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 Il Company Limited are held by ZHY X which in turn is 100% held by
Cantrust (Far East) Limited being the trustee of the Trust. Ms. Tang Jianfang
is the settlor of the Trust. Therefore, Ms. Tang Jianfang is deemed to be
interested in 1,191,838,500 Shares and 32,480,300 Shares held by Healthy
Origin Holdings Limited and ZHY Holdings Il Company Limited, respectively.
Since Ms. Tang Jianfang owns 67.8% of ZHY Holdings IV Company Limited,
Ms. Tang lJianfang is also deemed to be interested in 248,927,200 Shares
held by ZHY Holdings IV Company Limited

Cantrust (Far East) Limited is the trustee of Fuyu Family Trust established by Ms.
Tang Jianfang. The Trustee through indirect interest in each of ZHY Holdings
Il Company Limited and Healthy Origin Holdings Limited holds 32,480,300
Shares and 1,191,838,500 Shares respectively. ZHY X, which is wholly-owned
by the Trustee, through direct interest in each of ZHY Holdings Il Company
Limited and Healthy Origin Holdings Limited holds 32,480,300 Shares and
1,191,838,500 Shares respectively.

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

Save as disclosed above, as at December 31, 2019, 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.
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No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

In 2019, purchases from the Group’s largest duck supplier in terms of
dollar amount accounted for approximately 8% of total purchase cost
and the aggregate purchases from its top five duck suppliers in terms of
dollar amount in aggregate accounted for approximately 22.4% of total
purchase cost.

None of our Directors, any of their close associates or any shareholders
that, to the knowledge of our Directors, own more than 5% of the issued
share capital of our Company had any interest in any of our five largest
suppliers during the year ended December 31, 2019.

In 2019, due to the nature of the Group’s business, revenue derived from
its top five customers accounted for less than 30% of total revenue.

The audit committee of the Company (the “Audit Committee”) has
reviewed the accounting principles and policies adopted by the Group and
discussed the Group’s risk management, internal controls and financial
reporting matters with the management. The Audit Committee has
reviewed the audited consolidated financial statements of the Group for
the year ended 31 December 2019.

There is no provision for pre-emptive rights under the articles of association
of the Company, although there are no restrictions against such rights
under the laws in the Cayman Islands.

As at December 31, 2019, the Group employed a total of 4,966 full-time
employees (December 31, 2018: 5,148). The decrease in the number of
employees was mainly due to diversified form of employment.

We currently recruit our employees primarily through on-campus recurring
programs and posting advertisements on recruitment websites. Our
success, to a considerable extent, depends upon our ability to attract,
motivate and retain a sufficient number of qualified employees, including
research and development personal, sales personal and management.
Therefore, we place strong emphasis on providing training to our
employees in order to enhance their professional skills and we design and
offer different training programs for employees at various positions.

Zhou Hei Ya International Holdings Company Limited

RAFEE BB LS FEREARR 2 EBRE
FEMEAFD ZERRITRZEH

R-T-NF RELEESABHERNERBE
TR LA RERRBRAELSY% - KA EAISHE
BRARBLES MEBRBAAK22.4% °

WBE-_Z-AF+-_RA=+—-HIFER EF
HEZBMEALREMNRR(BEFTEHMAN - HEA
RA5% A LB BITRAE) BEEEDESKAHER
A R

R-T—NEF HRAKENEHNEE  KEERX
P e b AR Es L 130% e

ARREZZEG((BREEE ) CEMAEEMK
Nz EFHRBIRIRER - I HE IR E w e AN S B P P
HIR G RRER - EREERCEHNARERE
E-NFT A=t B LEEZEELEANBER
=

BERASHEZRYEEBERLAEIMARS - A2
BIMAESEEAMR L BB RN -

RZZFE-—hF+ZA=+—8  ~EEXEMH4966
ZEBEE(ZE-N\E+-_A=1+—08 :5,148%)
EEAZRDEZRREZ LB TR -

BB A = 2RBRERE LA RS HELEMES R
SRFNEE - LPNKINERE XIEE LKERRK
fRsl - BB R®RERRBENSERESR (BEH
BTAE  HEABREERAB)MEESN - Bt - M
BEBRRRMINESRFIFIIARRT LR KR
I AT FIBAL RO B aat R R AV FIFRIE ©

Annual Report 2019



We enter into labor contracts with all of our employees. We have
developed a performance evaluation system to assess the performance of
our employees annually, which forms the basis for determining the salary
levels, bonuses and promotions employees may receive. Our sales and
marketing personnel may also receive bonuses based on the sales targets
they accomplish, by taking into account the overall sales performance of
the stores in the same regional market in the relevant period. Under the
applicable PRC laws and regulations, we are subject to social insurance
contribution plans.

Particulars of the employee retirement benefits of the Group are set out in
note 8 to the consolidated financial statements.

As at the date of this annual report and based on the information that is
publicly available to the Company and to the knowledge of the Directors,
the Company has maintained the minimum public float of 25% as
required under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The consolidated financial statements have been audited by Ernst &
Young who shall retire at the forthcoming AGM and, being eligible, offer
themselves for re-appointment. There is no change in the auditor since
the Company'’s listing date.

As at December 31, 2019, the reserves of the Company available for
distribution to shareholders of the Company amounted to approximately
RMB1,913.0 million (2018: RMB2,214.8 million).

The Group did not have any short-term or long-term bank borrowings or
other loans as at December 31, 2019.

At no time during the year was the Company, or any of its holding
companies or subsidiaries, or any of its fellow subsidiaries, a party to any
arrangement to enable the Directors or chief executive of the Company or
their respective associates (as defined under the Listing Rules) to have any
right to subscribe for securities of the Company or any of its associated
corporations as defined in the SFO or to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body
corporate, nor did the Company enter into any equity-linked agreement.
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As at the date of this annual report, none of the Directors and directors
of the Company’s subsidiaries, or their respective associates, had interests
in businesses, which compete or are likely to compete either directly or
indirectly, with the businesses of the Company and its subsidiaries as
required to be disclosed pursuant to the Listing Rules.

There has been no change in the Directors’ biographical details which is
required to be disclosed pursuant to rule 13.51B(1) of the Listing Rules
since the date of 2019 interim report of the Company.

In order to restrict competition activities with the Company, our
controlling shareholders, namely Mr. Zhou Fuyu, Ms. Tang Jianfang,
Healthy Origin Holdings Limited, ZHY Holdings Il Company Limited and
ZHY Holdings IV Company Limited (the “Controlling Shareholders”),
entered into a deed of non-competition in favor of the Company on
October 24, 2016 (the "Deed”). Pursuant to the Deed, the Controlling
Shareholders have undertaken, among others, not to compete with the
business of the Group, and details of the Deed are set out in the sub-
section headed “Non-competition Undertaking” in the section headed
"Relationship with our Controlling Shareholders” of the prospectus of the
Company dated November 1, 2016.

Each of the Controlling Shareholders has made a written confirmation
to the Board in respect of their compliance with the undertakings in the
Deed (the “Undertakings”) during the year ended December 31, 2019
(the “"Relevant Period”).
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Upon receiving the confirmations from the Controlling Shareholders,
the independent non-executive Directors had reviewed the same as part
of the annual review process. In determining whether the Controlling
Shareholder had fully complied with the Undertakings in the Relevant
Period for the annual assessment, the independent non-executive
Directors noted that: (a) the Controlling Shareholders declared that they
had fully complied with the Undertakings in the Relevant Period; (b) no
new competing business was reported by the Controlling Shareholders
during the Relevant Period; and (c) there was no particular situation
rendering the full compliance of the Undertakings being questionable. In
view of the above, the independent non-executive Directors confirmed
that, as far as they can ascertain, all of the Undertakings were complied
with by the Controlling Shareholders in the Relevant Period.

Subject to applicable laws, the Directors of the Company shall be
indemnified and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses, damages
and expenses which they or any of them may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the execution
of their duty, or supposed duty, in their respective offices, pursuant to
the articles of association of the Company. Such provisions were in force
throughout the year ended December 31, 2019 and are currently in force.
The Company has arranged for appropriate insurance cover for Directors’
liabilities in respect of legal actions that may be brought against the
Directors.

On November 11, 2016, the Company’s Shares were listed on the Main
Board of the Stock Exchange. A total of 488,140,500 ordinary shares
with nominal value of US$0.000001 each of the Company were issued
at HK$5.88 per Share for a total of approximately HK$2,870.3 million
under the global offering of the Company. The net proceeds raised by
the Company from the abovementioned global offering, after deducting
the underwriting commission and related expenses, amounted to
approximately HK$2,792.3 million.
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During the year ended December 31, 2019, the Group had utilized
approximately RMB325.6 million of the proceed from the IPO,
comprising RMB93.1 million in the construction and improvement of
processing facilities, logistics and storage centers, RMB35.0 million in the
development of retail store network, RMB136.4 million in brand image
campaigns, including the e-commerce marketing campaigns, RMB5.5
million in research activities and RMB17.6 million in upgrading its ERP
system. As of December 31, 2019, net proceeds of RMB1,009.9 million
(December 31, 2018: RMB1,335.4 million) not utilized had been deposited
into short-term deposits and money market instruments, including
structured deposits. The unutilized portion of the net proceeds from the
global offering is intended to be applied in the manner as disclosed in the
section headed “Management Discussion and Analysis — Use of Proceeds
from the Initial Public Offering” in this annual report.

Mr. Zhou Fuyu, being our executive Director and controlling shareholder,
and Ms. Tang Jianfang, being our controlling shareholder, are connected
persons of the Company under the Listing Rules.

The Company entered into a master property lease agreement with
Mr. Zhou Fuyu and Ms. Tang Jianfang (for itself and on behalf of its
subsidiaries) on October 24, 2016 to lease five commercial properties
owned by Mr. Zhou Fuyu and Ms. Tang Jianfang (the “Original Five
Properties”). The lease of the five properties will successively expire
between June 2019 and January 2021. The Company entered into the
renewed master property lease agreement with Mr. Zhou Fuyu and Ms.
Tang Jianfang (for itself and on behalf of its subsidiaries) on April 1, 2019.
Based on the renewed master property lease agreement, the Company
continued to lease the Original Five Properties after the expiry of the lease
of the Original Five Properties, for a lease term ending on March 31, 2022,
and the lease of one of the properties was renewed on July 1, 2019.
Meanwhile, based on the renewed master property lease agreement, the
Company leased two new commercial properties on April 1, 2019, with
the lease term ending on March 31, 2022. However, the lease of one of
the properties with Ms. Tang Jianfang was terminated early in January
2020, due to the operational adjustment of the Company. Located in
Wuhan City, Hubei Province, China, the aforesaid properties with a total
area of approximately 1,150 square meters are used as retail stores and
offices.
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As disclosed in the announcement of the Company dated April 1, 2019
in relation to continuing connected transactions, as HKFRS 16 “Lease”
has taken effect from January 1, 2019 and be applicable to financial years
starting on or after January 1, 2019, pursuant to the requirements of the
Hong Kong Stock Exchange, the annual caps for the continuing connected
transactions under the master property lease agreement with the Group as
the lessee for the years ended December 31, 2019, 2020 and 2021 was
set based on the total value of right-of-use assets relating to the leases
to be entered into by the Group, and are respectively RMB5,000,000,
RMB5,250,000 and RMB5,512,500, including annual rents payable or
paid to Mr. Zhou Fuyu and Ms. Tang Jianfang prior to the renewal upon
the expiry of the lease of the Original Five Properties.

For the year ended December 31, 2019, the actual transaction amount
under the master property lease agreement was RMB4,833,000, including
the amounts of the right-of-use assets of RMB2,280,000 involved in
the lease of the two new properties in 2019, the right-of-use assets of
RMB482,000 involved in the contract for the renewal of the lease of
one of the Original Five Properties which expired in July 2019, and rents
payable or paid of RMB2,072,000 prior to the renewal upon the expiry
of the lease of the Original Five Properties. The transaction contemplated
under the master property lease agreement is classified as a continuing
connected transaction pursuant to Rule 14A.76(2) of the Listing Rules,
and is only subject to the reporting, annual review and announcement
requirements but is exempt from the independent shareholders’ approval
requirement under Chapter 14 of the Listing Rules. The transaction
contemplated under the master property lease agreement also constitutes
a related party transaction of the Company under HKFRS. For details, see
Note 34 to the financial statements.
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For the year ended December 31, 2019, our independent non-executive
Directors have reviewed the continuing connected transactions and
confirmed that the transactions have been entered into in the ordinary
and usual course of business of the Group, and were conducted on
normal commercial terms and in accordance with the relevant agreement
governing them on terms that are fair and reasonable and in the interests
of the Shareholders as a whole.

Based on work performed, the independent auditor, has confirmed in a
letter to the Board to the effect that nothing has come to its attention
that causes it to believe that the above transactions:

(@) have not been approved by the Board;

(b) were not entered into, in all material respects, in accordance with
the relevant agreement governing the transactions; and

(c) have exceeded the caps previously disclosed in the announcement.
The Company confirms that the Company has complied with the
disclosure requirements under Chapter 14A of the Listing Rules in respect
of the connected transactions set out above.

Save as disclosed above, the other related party transactions as disclosed
in note 34 to the consolidated financial statements do not constitute

connected transactions required to be disclosed under the Listing Rules.

All references above to other sections, reports or notes in this annual
report form part of this annual report.

By order of the Board

ZHOU Fuyu
Chairman

Hong Kong, April 16, 2020
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The Company is committed to achieving high standards of corporate
governance by focusing on principles of integrity, accountability,
transparency, independence, responsibility and fairness. The Company has
developed and implemented sound governance policies and measures,
and the Board is responsible for performing such corporate governance
duties. The Board will continue to review and monitor the corporate
governance of the Company with reference to the Corporate Governance
Code and Corporate Governance Report (the “Code”) set out in
Appendix 14 to the Listing Rules so as to maintain a high standard of
corporate governance of the Company.

During the year ended December 31, 2019, the Company has complied
with the applicable code provisions of the Code as set out in Appendix
14 to the Listing Rules, except the deviation from Code provision A.2.1 as
further explained below.

The Board is charged with promoting the success of the Company by
directing and supervising its affairs. The Board has general powers for
the management and conduct of the Company’s business. The day-
to-day operations and management are delegated by the Board to the
management of the Company, who will implement the strategy and
direction as determined by the Board.

As requested under Code provision A.2.1, the roles the of chairman and
cheif executive officer should be separate and should not be performed
by the same individual. During the year, Mr. Hao Lixiao acts as the CEO
from January 1, 2019 to May 15, 2019. On May 16, 2019, Mr. Hao Lixiao
ceased to be the CEO and Mr. Zhou Fuyu, the chairman of the Board,
was appointed to be the CEO temporarily until an appropriate succession
candidate is found to be the CEO. The Board believes that vesting the
roles of the chairman and CEO in the same individual temporarily would
enable the Company to achieve higher responsiveness, efficiency and
effectiveness when executing business plans.

On August 27, 2019, Mr. Zhang Yuchen was appointed as the CEO and
Mr. Zhou Fuyu has stepped down from the position as CEO. The Company
has complied with the CG Code without deviation thereafter.

The Board will continue to review the structure and composition of the
Board from time to time in light of prevailing circumstances, in order
to maintain a high standard of corporate governance practices of the
Company.
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The Board has a balance of skills and experience appropriate for the
requirements of the business of the Company. The Company has also
adopted a board diversity policy to set out the approach adopted by the
Board regarding diversity of Board members.

No Board member has the relationship with the other Board members
and the chief executive officers of the Company. The biographies of the
Directors are set out on pages 32 to 34 of this annual report.

Except for Mr. Zhang Yuchen, who entered the service contract with the
Company on November 15, 2019 each of the other executive Directors
has entered into a service contract with the Company on October 24,
2019 and the Company has issued letters of appointment to each of the
non-executive Director and independent non-executive Directors. The
principal particulars of these service contracts and letters of appointment
are (a) for a term of 3 years commencing from the date the service
contract is entered and (b) are subject to termination in accordance with
their respective terms. The term of the service contracts and the letters of
appointment may be renewed in accordance with our articles of association
of the Company and the applicable Listing Rules.

The aggregate remuneration (including fees, salaries, contributions to
pension schemes, share-based compensation expenses, discretionary
bonuses, housing and other allowances and other benefits in kind)
payable to the Directors for the year ended December 31, 2019 was
approximately RMB6.9 million.

The remuneration of the Directors is determined with reference to salaries
paid by comparable companies, time commitment and responsibilities of
the Directors and performance of the Group. Details of the remuneration
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out below:
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During the year ended December 31, 2019, the Company has three
independent non-executive Directors, which meets the requirement of
the Listing Rules that the number of independent non-executive directors
must represent at least one-third of the Board and should not be less than
three.

The Company has received a written confirmation of independence from
each of the independent non-executive Directors pursuant to Rule 3.13 of
the Listing Rules, and considers them to be independent.

Directors have access to the services of the company secretary to ensure
that the Board procedures are followed. During the year ended December
31, 2019, the company secretary of the Company was Mr. Cheung Kai
Cheong Willie (“Mr. Cheung”). Mr. Cheung is a manager of SWCS
Corporate Service Group (Hong Kong) Limited, and has more than 20
years of professional experience in company secretarial, accounting and
finance matters. From January 1, 2019 to May 15, 2019, his primary
corporate contact person at the Company was Mr. Hao Lixiao, the
executive Director of the Company. Since May 16, 2019, his primary
corporate contact person has been Mr. Zhou Fuyu, the executive Director
of the Company. In compliance with Rule 3.29 of the Listing Rules, Mr.
Cheung has undertaken no less than 15 hours of relevant professional
training during the year ended December 31, 2019.

Each of the Directors (being Mr. Zhou Fuyu, Mr. Zhang Yuchen, Mr.
Wen Yong, Mr. Hao Lixiao, Mr. Hu Jiaging, Ms. Li Ying, Mr. Pan Pan,
Mr. Wu Chi Keung, Mr. Chan Kam Ching, Paul and Mr. Lu Weidong)
attended various trainings in 2019, including the trainings for connected
transactions, for the amendment of the Listing Rules, for the directors’
duties, responsibilities and continuous obligations, for the model code
for securities transactions by the directors, etc. The Company will arrange
suitable training for all Directors in order to develop and refresh their
knowledge and skills as part of their continuous professional development.

During the year ended December 31, 2019, the Board held nine meetings,
at which the Board discussed and approved the proposals of Company’s
overall strategy and connected transaction issue, considered and approved
the proposals of Company’s 2018 annual report, 2018 annual results
announcement, the payment of 2018 final dividend, 2019 interim report,
2019 interim results announcement, 2018 Environmental, Social and
Governance report, change of director and change of composition of
board committees.
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The table below sets out the details of Board meetings attendance of each
Director during the year ended 31 December 2019.

TREVSESREE_F
FREFEFEERIFAE -

—hF+ZA=1+—HIE

Number of Board

meetings requiring Number of Board

attendance meetings attended
BHEESRY FEHEESS
Director S BRNRY SRR
Executive Directors HITES
Mr. ZHOU Fuyu AEwntst 9 9
Mr. ZHANG Yuchen FREE
(Appointed on November 15, 2019) (R-—F—NF+—A+HEHEZT) 2 2
Mr. WEN Yong NEBEA 9 9
Mr. HAO Lixiao B BEsE A
(Resigned on September 30, 2019) (RZFE—NFNH="+HEE) 5 5
Mr. HU Jiaging HERSTAE
(Resigned on April 26, 2019) (R=ZFE—NFWYH=+NHEHT) 2 2
Ms. LI Ying EX Vn
(Resigned on November 15, 2019) (R=F—NF+—F+HAFE) 6 6
Non-executive Director FETES
Mr. PAN Pan CE S 9 9
Independent Non-executive Directors EIIEHITES
Mr. WU Chi Keung Rk Gt 9 9
Mr. CHAN Kam Ching, Paul FRERIZ S A 9 9
Mr. LU Weidong ERREE 9 9
In 2019, the Company convened and held one general meeting, being the R=-ZT—h4&E - KRR B RETRIREAE - A

2018 annual general meeting held on May 31, 2019. All of the Directors
by then namely Mr. ZHOU Fuyu, Mr. HAO Lixiao, Mr. WEN Yong, Ms. LI
Ying, Mr. PAN Pan, Mr. WU Chi Keung, Mr. CHAN Kam Ching, Paul, Mr.
LU Weidong, attended the general meeting.

The Board continuously seeks to enhance its effectiveness and to maintain
the highest standards of corporate governance and recognizes diversity at
Board level as an essential element in maintaining competitive advantage
and sustainable development. In designing the Board’s composition, Board
diversity has been considered from a number of perspectives, including
but not limited to gender, age, cultural and educational background,
industry experience, technical and professional skills and/or qualifications,
knowledge, length of services and time to be devoted as a director. The
Company will also take into account factors relating to its own business
model and specific needs from time to time. The ultimate decision will be
based on merit and contribution that the selected candidates will bring to
the Board, having due regard to the needs of the Board without focusing
on a single diversity aspect. The Board will take opportunities to increase
the proportion of female members from time to time when selecting and
making recommendation on suitable candidates for appointments of
directors. The Board also aspires to having an appropriate proportion of
directors who have different industry backgrounds, such as legal, financial
and investment professionals.
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The Board strives to ensure that it has the appropriate balance of skills,
experience and diversity of perspectives that are required to support
the execution of its business strategies and in order for the Board to be
effective.

The Nomination Committee of the Company will report annually on
the Board’s composition under diversified perspectives, and monitor the
implementation of the policy. The Nomination Committee will discuss any
policy’s revisions that may be required, and recommend any such revisions
to the Board for consideration and approval.

The Board is responsible for performing the functions set out in the
code provision D.3.1 of the Corporate Governance Code. The Board
reviewed the Company’s corporate governance policies and practices,
training and continuous professional development of Directors and senior
management, the Company’s policies and practices on compliance with
legal and regulatory requirements, the compliance of the Model Code and
written employee guidelines, and the Company’s compliance with the
Corporate Governance Code and disclosure in this Corporate Governance
Report.

The Company has four principal Board committees, namely the Audit
Committee, the Nomination Committee, the Remuneration Committee
and the Strategic Development Committee. Each of the Board committees
operates under its terms of reference. The terms of reference of the Board
committees are available on the website of the Company and that of the
Stock Exchange.

Audit Committee

The Company established an Audit Committee with written terms of
reference in compliance with Rule 3.21 of the Listing Rules and the
Corporate Governance Code as set out in Appendix 14 to the Listing
Rules. The Audit Committee consists of three members, namely Mr.
WU Chi Keung, Mr. CHAN Kam Ching, Paul and Mr. LU Weidong,
our independent non-executive Directors. Mr. WU Chi Keung has
been appointed as the chairman of the Audit Committee, and is
our independent non-executive Director possessing the appropriate
professional qualifications. The primary duties of the Audit Committee are
to assist the Board in providing an independent review and supervision
of the effectiveness of the Group’s financial and accounting policies,
to review the financial controls, risk management and internal control
systems of the Company, to oversee the audit process, and to perform
other duties and responsibilities as delegated by the Board.
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During the year ended December 31, 2019, the Audit Committee held
three meetings, at which the Audit Committee considered and approved
the proposals of Company’ s 2018 annual report, 2018 annual results
announcement, 2019 interim report, 2019 interim results announcement
and the report on audit plan for the year of 2019 by Ernst & Young, the
external auditor of the Company. The Audit Committee also assessed the
risk management and internal control measures of the Company.

The table below sets out the details of meetings attendance of each
member of the Audit Committee during the year ended December 31,
2019.
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Number of meetings Number of
requiring attendance meetings attended

Director BE BEHEERRE HIHESERH
Mr. WU Chi Keung tHEsR A 3 3
Mr. CHAN Kam Ching, Paul PREBIZSE A 3 3
Mr. LU Weidong EERLE 3 3

Nomination Committee

The Company established a Nomination Committee with written terms of
reference in compliance with the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules. The Nomination Committee consists
of two independent non-executive Directors, being Mr. WU Chi Keung
and Mr. LU Weidong, and one executive Director, being Mr. ZHOU Fuyu,
who is the chairman of the Nomination Committee. The primary duties of
the Nomination Committee are to make recommendations to our Board
on the appointment and removal of Directors.

During the year ended December 31, 2019, the Nomination Committee
held four meetings, at which the Nomination Committee reviewed
the proposals of the Board structure, the diversity policy of the Board
members, the independence of the non-executive Directors and the
recommendation of re-election of the retiring Directors.

The Nomination Committee is responsible for reviewing and assessing
the composition of the Board and the independence of the independent
non-executive Directors and making recommendations to the Board on
appointment and removal of Directors. In recommending candidates
for appointment to the Board, the Nomination Committee will consider
candidates on merit against objective criteria and with due regards
to the benefits of diversity on the Board. The Company has adopted
a nomination policy (the “Nomination Policy”), which sets out the
approach to guide the Nomination Committee in relation to the selection,
appointment and re-appointment, and diversification of the directors of
the Company. Diversity of the Board will be considered from a number
of perspectives, including but not limited to gender, age, cultural and
educational background, industry experience, technical and professional
skills and/or qualifications, knowledge, length of services and time to be
devoted as a director. The Company will also take into account factors
relating to its own business model and specific needs from time to time.
The ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board.
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With effect from April 26, 2019, Mr. Hu Jiaging resigned as an executive
Director.

With effect from May 16, 2019, Mr. Hao Lixiao ceased to be a member
of the strategic development committee of the Company (the “Strategic
Development Committee”). With effect from September 30, 2019, Mr.
Hao Lixiao resigned as an executive Director.

With effect from November 15, 2019, Ms. Li Ying has resigned as an
executive Director. Upon her resignation, she ceased to be a member
of each of the Strategic Development Committee and the remuneration
committee of the Company (the “Remuneration Committee”).

Mr. Zhang Yuchen has been appointed as an executive director of the
Company on November 15, 2019. Mr. Zhang Yuchen was nominated to
be appointed as an executive Director by the Nomination Committee at
the meeting held on November 15, 2019. The Nomination Committee
considered his skills, extensive operational and management experience
in the consumer goods sector, as well as the diversity aspects set out
in the board diversity policy (including but not limited to gender, age,
cultural and educational background, industry experience, technical and
professional skills and/or qualifications, knowledge, length of services
and time to be devoted as a director). His appointment was approved by
the Board on November 15, 2019. Mr. Zhang Yuchen has entered into a
service agreement with the Company for a term of 3 years commencing
from November 15, 2019 and is subject to retirement by rotation and re-
election in the next general meeting in accordance with the Listing Rules
and the articles of association of the Company. The service agreement
may be terminated by either party by giving 2 months’ written notice,
and may be renewed in accordance with the articles of association of the
Company, the Listing Rules and any other applicable laws and regulations.
Mr. Zhang Yuchen'’s director’s fee is HK$200,000 per annum and he is
also entitled to salary, allowance, benefits in kind and a discretionary
bonus as may be determined by the Board and the Remuneration
Committee based on the performance of his duties and the Company’s
earnings. The remuneration of Mr. Zhang Yuchen has been determined
with reference to his duties, responsibilities and experience, and the
prevailing market conditions. For detailed information, please refer to the
Company’s announcement dated November 16, 2019.
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The table below sets out the details of meeting attendance of each

TRIJNIREZEGEHERBEE_T-NF+ A

member of the Nomination Committee during the year ended December ~=+—H | EEHESH VS -
31, 2019.
Number of meetings Number of
requiring attendance meetings attended
Director 2= BEHEEIRY BILHESRRH
Mr. ZHOU Fuyu BEwmkE 4 4
Mr. WU Chi Keung HAR R A 4 4
Mr. LU Weidong EREREE 4 4

This nomination policy adopted by the Company that has become
effective on January 1, 2019, aims to set out the approach to guide

the nomination committee of the Company in relation to the election,

appointment and re-appointment of the Directors. It aims to ensure that

the Board has a balance of skills, experience, knowledge and diversity of

perspectives appropriate to the requirements of the Company’s business.

NOMINATION PROCESS

The Nomination Committee will recommend to the Board for the
appointment of a Director in accordance with the following procedures
and process:

(a

The Nomination Committee will, giving the consideration to the
current composition and size of the Board, develop a list of desirable
skills, perspectives and experience at the outset to focus the search
effort on suitable candidates;

The Nomination committee may consult any source it deems
appropriate in identifying or selecting suitable candidates, such as
referrals from existing Directors, advertisements, recommendations
from an independent agency firm and proposals from shareholders
of the Company with due consideration given to the Criteria;

The Nomination Committee may adopt any process it deems
appropriate in evaluating the suitability of the candidates, such as
conducting interviews, background checks, presentations and third-
party reference checks;

Upon considering a candidate suitable for the directorship, the
Nomination Committee will hold a meeting and/or by way of written
resolutions to, if thought fit, approve the recommendation to the
Board for appointment;

The Nomination Committee will thereafter make the
recommendation to the Board in relation to the proposed
appointment and the proposed remuneration package; and
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(f)  The Board will have the final authority on determining the selection
of nominees and all appointment of Directors will be confirmed by
the filing of the consent to act as Director of the relevant Director
(or any other similar filings requiring the relevant Director to
acknowledge or accept the appointment as Director, as the case
may be).

Remuneration Committee

The Company established a Remuneration Committee with written terms
of reference in compliance with Rule 3.25 of the Listing Rules and the
Corporate Governance Code as set out in Appendix 14 to the Listing
Rules. From January 1, 2019 to November 14, 2019, the Remuneration
Committee had three members, being two independent non-executive
Directors, namely Mr. CHAN Kam Ching, Paul and Mr. LU Weidong, and
one executive Director, namely Ms. Li Ying. On November 15, 2019, Ms.
LI Ying resigned from the Board and Mr. Zhang Yuchen was appointed
as an executive Director and a member of the Remuneration Committee.
Mr. CHAN Kam Ching, Paul, our independent non-executive Director,
has been appointed as the chairman of the Remuneration Committee.
The primary duties of the Remuneration Committee are to establish and
review the policy and structure of the remuneration for the Directors and
senior management and make recommendations on employee benefit
arrangement.

The Remuneration Committee has adopted the model described in code
provision B.1.2(c)(ii) of the Code in its terms of reference.

During the year ended December 31, 2019, the Remuneration Committee
held three meetings, at which the Remuneration Committee reviewed
and approved the proposals of remuneration of the Directors and senior
management, the policy and structure of the remuneration for the
Directors and senior management, etc.

The table below sets out the details of meeting attendance of each
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member of the Remuneration Committee during the year ended =+—HIFFELESHAFS -
December 31, 2019.
Number of meetings Number of
requiring attendance meetings attended
Director ! EHESERE BHEERRE
Mr. CHAN Kam Ching, Paul BRERFESCAE 3 3
Mr. LU Weidong BEREE 3 3
Mr. Zhang Yuchen FREE
(Appointed on November 15, 2019) (R=ZF-NF1T—HATHAEEHF) 1 1
Ms. Li Ying et
(Resigned on November 15, 2019) (R=F-NF+—FA+EHGT) 2 2
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Strategic Development Committee

The Company also established a Strategic Development Committee
and the Board has adopted the terms of reference for the Strategic
Development Committee. From January 1, 2019 to April 25, 2019, the
Strategic Development Committee has three members, namely Mr.
HAQ Lixiao, Mr. HU Jiaging and Mr. WEN Yong, our executive Directors,
in which. Mr. HAO Lixiao has been appointed as the chairman of the
Strategic Development Committee. On April 26, 2019, Mr. HU lJiaging
resigned from the Board, Mr. ZHOU Fuyu was appointed as the chairman
of the Strategic Development Committee and Mr. HAO Lixiao was re-
designated as a member of the Strategic Development Committee. On
May 16, 2019, Mr. HAO Lixiao ceased to be a member of the Strategic
Development Committee and Ms. LI Ying was appointed as a member
of the Strategic Development Committee. On November 15, 2019, Ms.
LI Ying resigned from the Board and Mr. ZHANG Yuchen was appointed
as an executive Director and a member of the Strategic Development
Committee. The primary duties of the Strategic Development Committee
are to review and advise on the mid to long term Strategic positioning,
development plans and investment decisions of the Company and
make recommendations to the Board, to monitor and review the
implementations of strategic plans, to advise on major investment
projects, merger and acquisitions, brand strategies or any other material
matters which will affect the Company’s long term development.

During the year ended December 31, 2019, the Strategic Development
Committee held two meetings, at which the Strategic Development
Committee considered proposals for mid to long term strategic
positioning, development plans and investment decisions of the Company,
brand strategies, etc.
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The table below sets out the details of meeting attendance of each
member of the Strategic Development Committee during the year ended

December 31, 2019.

Corporate Governance Report
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TRFIRBEERZBEGEXNERBE_FT-—NF
ToA=T—HIIFEHEEENF

Number of meetings Number of
requiring attendance meetings attended
Director S EHEERERE BHEERRE
Mr. Zhou Fuyu A=k E 2 2
(Appointed on April 26, 2019) (R-F-NEFMAH =+ AEE)
Mr. HAO Lixiao B AE 1 1
(Resigned as a member of the Strategic (R=ZF—NFRATNH
Development Committee on May 16, 2019) FBHAEBEREECHE)
Ms. LI Ying Feut 1 1
(Appointed on May 16, 2019 and resigned on (REF-NFHRAT~AESE
November 15, 2019) RRZF—=NFEF—H+ I
Mr. ZHANG Yuchen RFEERAE 1 1
(Appointed on November 15, 2019) R-F-NF1—A+HAEZF)
Mr. HU Jiaging HEELAE 1 1
(Resigned on April 26, 2019) (R-F—HFME =+ HET)
Mr. WEN Yong NELE 2 2

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules as its code of conduct regarding directors’ securities
transactions. All Directors have confirmed, following specific enquiry by
the Company, that they have complied with the Model Code during the

year ended December 31, 2019.

Ernst & Young is appointed as the external auditor of the Company.

For the year ended December 31, 2019, the remuneration paid to Ernst
& Young in respect of audit services and non-audit services amounted
to RMB2,180,000 and RMB192,000, respectively. The main non-audit
services provided by the external auditors include advisory service related

to environment, social and governance.
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The Directors are responsible for overseeing the preparation of the
consolidated financial statements which give a true and fair view of the
state of affairs of the Group and of the results and cash flow during
the reporting period. A statement from the auditor about its reporting
responsibilities on the consolidated financial statements is set out on
pages 70 to 72 of this annual report. In preparing the consolidated
financial statements for the year ended December 31, 2019, the Directors
have selected suitable accounting policies and applied them consistently,
made judgments and estimates that are prudent, fair and reasonable and
prepared the consolidated financial statements on a going concern basis.

The Board is responsible for maintaining sound and effective internal
control and risk management systems in order to safeguard the Group’s
assets and its shareholders’ interests and reviewing the effectiveness of
the Company’s internal control and risk management systems on an
annual basis so as to ensure that internal control and risk management
systems in place are adequate. The internal control and risk management
systems are implemented to manage, rather than eliminate, the risks
to which the Group is exposed. The systems therefore serve to provide
reasonable but not absolute assurance against material misstatements or
losses. The Company also has an internal audit function which primarily
carries out the analysis and independent appraisal of the adequacy and
effectiveness of the issuer’s risk management and internal control systems,
and reports their findings to the Board on, at least, an annual basis.

The Group’s internal control system includes a well-established
organizational structure with clearly defined lines of responsibility and
authority. The day-to-day departmental operations are entrusted to
individual department which is accountable for its own conduct and
performance and is required to operate its own department’s business
within the scope of the delegated authority and to implement and strictly
adhere to the strategies and policies set by the Company from time to
time. Each department is also required to keep the Board informed of
material developments of the department’s business and implementation
of the policies and strategies set by the Board on a regular basis.
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During the year ended December 31, 2019, the Board has reviewed
once on the effectiveness of the internal control and risk management
systems of the Group to ensure that a sound system is maintained and
operated by the management in compliance with the agreed procedures
and standards. The review covered all material controls, including
financial, operational and compliance controls and risk management
functions. In particular, the Board considered the adequacy of resources,
staff qualifications and experience, training programs and budget of the
Company’s accounting, internal audit and financial reporting functions.
The review was made by discussions with the management of the
Company, its external and internal auditors and the assessment conducted
by the Audit Committee. The Board believes that the existing internal
control system is adequate and effective, in particular, for financial
reporting and Listing Rules compliance.

With respect to procedures and internal controls for the handling and
dissemination of inside information, the Company takes seriously of
its obligations under the new Part XIVA of the Securities and Futures
Ordinance and the Listing Rules. The Company has adopted a Continuous
Disclosure Compliance Policy which sets out guidelines and procedures
to the Directors and officers of the Group to ensure inside information
of the Group is to be disseminated to the public in equal and timely
manner. Briefing session is held regularly for officers to facilitate their
understanding and compliance with the policy.

The Company is incorporated in the Cayman Islands. The Board may
whenever it thinks fit call general meetings. Pursuant to the articles of
association of the Company, general meetings shall also be convened
on the written requisition to the Board or the secretary of the Company
of any one or more members of the Company holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general meetings of the
Company. Such meeting shall be held within two (2) months after the
deposit of such requisition. If within 21 days of such deposit the Board
fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may convene the general meeting in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to them by the Company.

To safeguard Shareholders’ interests and rights, separate resolutions

are and will be proposed at general meetings on each substantial issue,
including the election of individual Directors.
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The procedures for Shareholder to propose a person for election as a
director is available on the Company’s website (www.zhouheiya.cn).
Shareholders may lodge written proposal to the company secretary of
the Company at 40th Floor, Sunlight Tower, No. 248 Queen’s Road East,
Wanchai, Hong Kong, provided that the minimum length of the period,
during which such written notice is given, shall be at least seven days
and that the lodgment of such notice shall commence no earlier than the
day after the dispatch of the notice of the general meeting appointed
for such election and end no later than seven days prior to the date of
such general meeting. In order to ensure that other Shareholders would
have sufficient time to receive and consider the information of the person
proposed for election as a Director, Shareholders are urged to lodge
their written notice of his intention to propose a person for election as a
Director as early as practicable in advance of the relevant general meeting
and, in any case, not less than 12 business days (as defined in the Listing
Rules, i.e. day(s) on which The Stock Exchange of Hong Kong Limited
is open for business of dealing in securities) before the date scheduled
for holding the relevant general meeting, so that the Company can
complete the verification procedure with the Company’s share registrar,
and procure the publication of an announcement and/or the dispatch of a
supplementary circular to Shareholders in compliance with the applicable
requirements under the Listing Rules. In the event that any such written
notice is received by the Company later than the 12th business day
before the date of holding the relevant general meeting, the Company
will need to consider whether to adjourn the relevant meeting so as to
give Shareholders a notice of at least 10 business days of the proposal in
accordance with the Listing Rules.

Enquiries about the Company may be put to the Board by contacting the
Company or directly by raising the questions at an annual general meeting
or extraordinary general meeting of the Company. The contact details of
the Company are set out in the Company’s website (www.zhouheiya.cn).
Shareholders can also direct their enquiries about their shareholdings to
the Company’s Hong Kong share registrar, Computershare Hong Kong
Investor Services Limited, whose address is Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

During the year ended December 31, 2019 and up to the date of this
annual report, there is no any change in the Company’s memorandum
and articles of association. The Company’s memorandum and
articles of association are available on the website of the Company
(www.zhouheiya.cn) and that of the Stock Exchange.

Zhou Hei Ya International Holdings Company Limited
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Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY::

Independent auditor’s report

To the shareholders of Zhou Hei Ya International Holdings
Company Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Zhou Hei
Ya International Holdings Company Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 73 to 81, which comprise
the consolidated statement of financial position as at 31 December 2019,
and the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

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

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our description of how

our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to X%
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the
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procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.

Key audit matter

BRELSEE

How our audit addressed the key audit matter

EERBELRNARERRERSE

Revenue recognition

Yoz HERR

The Group is principally engaged in the production and retailing
of casual braised food. The timing of revenue recognition of
the sale of retail food is when the performance obligation of
sale and delivery of goods is satisfied at a point in time. There

is risk inherently around revenue recorded based on the fact
that the Group earns revenue primarily through an extensive
self-operated retail store network. For the year ended 31
December 2019, the Group's consolidated revenue amounted
to RMB3,186,040,000. Revenue recognition was of most
significance in our audit of the consolidated financial statements
of the current year.
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Please refer to note 2.4 to the financial statements for the
summary of significant accounting policies relating to revenue
recognition, and note 5 for the related disclosure of revenue for
the Group.

ELHMBRERMA2. 4 ANEERANERS
KRS B EERRNKEREEF -

SHHORBEE - A

We have reviewed and assessed the Group’s revenue
recognition policy across various sales channels. We have also
understood the transaction process of revenue recognition
and tested the relevant controls relating to the process to
substantiate our reliance of internal controls for revenue
recognition. We have performed analytical procedures on the
Group's revenue by different channels, by types of retailing
stores, by major categories of products and by months. We
have performed revenue cut-off procedures as well as tests
of details on a sampling basis as part of our substantive audit
procedures.
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The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon.

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

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

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

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

The directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s financial
reporting process.
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Independent Auditor’s Report (Continued)
BYZEEHRE (&)

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

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

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

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

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

o Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.

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

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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Independent Auditor’s Report (Continued)
BYZEEHRE (&)

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

The engagement partner on the audit resulting in this independent
auditor’s report is Siu Fung Terence Ho.

Certified Public Accountants
Hong Kong
16 April 2020

Zhou Hei Ya International Holdings Company Limited
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Year ended 31 December 2019 HE—ZT—hF+-A=+—RHILEE

2019 2018
—E-hE —N\F
Notes RMB’000 RMB’000
Pt s AR¥T T ARBTFT
REVENUE g 5 3,186,040 3,211,521
Cost of sales SHEE RN (1,384,640) (1,364,089)
Gross profit EF 1,801,400 1,847,432
Other income and gains, net E AU A Rz 558 5 125,249 147,143
Finance costs W5 E A 6 (32,123) -
Selling and distribution expenses HENRDHEEY (1,132,592) (1,081,576)
Administrative expenses TR (224,461) (178,707)
Share of profits and losses of an associate 35— 1B 44 /A 7% A1l M 518 7,737 (7,321)
PROFIT BEFORE TAX BRB AT = A 7 545,210 726,971
Income tax expense FTiSBix 10 (137,762) (186,878)
PROFIT FOR THE YEAR FERF 407,448 540,093
Attributable to: VAR FEMG -
Owners of the parent RNEEB A 407,448 540,093
OTHER COMPREHENSIVE INCOME Hit2mk A
Other comprehensive income that may — RREHIE A e EFH D LE
be reclassified to profit or loss in ZEEMEMAZEIA
subsequent periods:
Exchange differences: PE 4 2R
Exchange differences on translation of ~ JESNERIRE HIE H 258
foreign operations (3,698) (6,273)
Net other comprehensive income that REEER e EN DR
may be reclassified to profit or loss in iR HEMEEBA
subsequent periods HEE (3,698) (6,273)
Other comprehensive income that will BrenRmEHEETHE
not be reclassified to profit or loss in ZEENHEMEERA
subsequent periods:
Translation from functional currency to  HINEEEBHEE 25| &1
presentation currency EECERER 35,170 90,636
Net other comprehensive income that will T &RHERBEZHH
not be reclassified to profit or loss in EERMOEMEEKA
subsequent periods R 35,170 90,636
OTHER COMPREHENSIVE INCOME FOR FEH 2 E U A (BRBi%£)
THE YEAR, NET OF TAX 31,472 84,363
TOTAL COMPREHENSIVE INCOME FOR F£EZ2HEW A&
THE YEAR 438,920 624,456
Attributable to: AR B -
Owners of the parent UNGIEZZ=UN 438,920 624,456
EARNINGS PER SHARE ATTRIBUTABLE &2 A& E#EHE AN
TO ORDINARY EQUITY HOLDERS OF #&RZERI
THE PARENT 12
Basic and diluted (RMB) EARREHE(ARE) 0.18 0.23

20194 R

AR ISR ERAR AR



an A X jﬁ%ﬂﬁ}ﬁ?‘%

31 December 2019 7 —hE+=-A=+—H
2019 2018
—E-hEF —T-N\F
Notes RMB’000 RMB'000
M5t AR¥T T AREFT
NON-CURRENT ASSETS FEREBEE
Property, plant and equipment ME - = N&E 13 1,409,390 1,189,966
Right-of-use assets EREEE 14(b) 843,671 =
Prepaid land lease payments FEfRt TR E e 14(a) - 128,898
Prepayments TEf SRR 15 20,963 49,404
Rental deposits HEES 86,333 83,221
Other intangible assets HitmpEE 16 35,450 35,184
Investment in an associate R—EEE QA FNIEE 17 250,416 242,679
Deferred tax assets EEFIBEE 26 70,448 46,726
Total non-current assets FRBEEAE 2,716,671 1,776,078
CURRENT ASSETS RBEE
Inventories TE 18 360,388 343,734
Trade receivables B S EWGRIE 19 35,405 30,866
Prepayments, other receivables and TERTFRIE « H M ERGRIE R
other assets HihEE 20 157,880 200,524
Due from the Controlling Shareholders F’ELIAU A& A& B 50 34(b) - 2,294
Structured deposits EEMETER 21 760,861 626,756
Restricted cash ZRRFIIRE 22 210,024 4,000
Cash in transit TEBrEE 22 697 760
Cash and bank balances BE MIRTTIERAS 23 1,236,990 1,671,093
Total current assets RBEERE 2,762,245 2,880,027
CURRENT LIABILITIES REEE
Trade payables B S ENFIE 24 121,988 85,066
Other payables and accruals ﬁﬁﬁ[ﬁﬁmﬁ&ﬁ%é‘l’%ﬁﬁ 25 331,699 328,826
Government grants, current XTI BN - D 27 1,464 1,455
Lease liabilities, current HEEE 7Y 14(c) 219,486 =
Income tax payable FERT RS TR 64,232 66,374
Total current liabilities FREEEALE 738,869 482,221
NET CURRENT ASSETS REBEEFE 2,023,376 2,397,806
TOTAL ASSETS LESS CURRENT HEERRE
LIABILITIES aE 4,740,047 4,173,884
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Consolidated Statement of Financial Position (Continued)

e IR R ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

2019 2018
—E-NF —E-)N\F
Notes RMB’000 RMB’000
b AR®T T AREETTT
NON-CURRENT LIABILITIES FRBAM
Deferred tax liabilities RIEFIEEE 26 17,172 9,821
Government grants, non-current BATHEEh - FERE 27 47,918 38,356
Lease liabilities, non-current HEAE  FRD 14(c) 436,548 =
Total non-current liabilities FREBEELE 501,638 48,177
NET ASSETS EEFHE 4,238,409 4,125,707
EQUITY =
Equity attributable to owners of BAREEA
the parent EiERER
Share capital &N 28 16 16
Treasury shares B 7 AR 1% 28 (263,525) (263,525)
Reserves B 29 4,501,918 4,389,216
TOTAL EQUITY RS 4,238,409 4,125,707
Director Director
= 3
Zhou Fuyu Zhang Yuchen
BAE® RFR
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Year ended 31 December 2019 HE—ZT—hFE+-A=+—RHILEE

Attributable to owners of the parent

SARHEAERE
Exchange
Share Treasury Share Merger  Statutory fluctuation Retained Total
capital shares  premium* reserve* reserve* reserve* profits* equity
B

B EERH RieE  offRd LERE  EEBRE  REER Rl
RMB000  RMB000  RMB'000  RMBO00  RMB'000  RMB'O00  RMB'000  RMB'000
AR®TR  AR®TR ARMTR ARMTn ARMTn ARMTr ARWTR ARBTR

At 1 January 2019 R=B-NF-RA-A 16 (263,525) 2,148,439 12,500 80,247 (7,036) 2,155,066 4,125,707
Profit for the year ERRF - - - - - - 407,448 407,448
Exchange differences related to 5N &8

foreign operations ERES - - - - - 31472 - 31472
Total comprehensive income B

for the year EUNEE - - - - - 314712 407,448 438,920
Final 2018 dividend declared EER-E-\EREKRE - - (326,218) - - - - (326,218)
Transfer from retained profits SR REEA - - - - 9,718 - (9,718) -

RZB-hE

At 31 December 2019 +ZA=t-H 16 (263,525) 1,822,221 12,500 89,965 24,436 2,552,796 4,238,409

> These reserve accounts comprise the consolidated reserves of = ZERBREER T — ﬂi‘f”ﬂf‘% EE’Ji?:.
RMB4,501,918,000 (2018: RMB4,389,216,000) in the consolidated statement kR R AR 4,501,918,0007T( =T — \4F :
of financial position as at 31 December 2019. AR #4,389,216,0007T) BARA Fifh ©
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Consolidated Statement of Changes in Equity (Continued)
mEREREER(E)
Year ended 31 December 2019 & ZE—ZE—hE+-_A=+—HILEE

Attributable to owners of the parent

BAAEEARE
Exchange
Share Treasury Share Merger Statutory fluctuation Retained Total
capital shares  premium* reserve* reserve* reserve* profits* equity
i3

Ba  ERRH  BOEE  AKEE  AERET  RBEE REE L0
RMBOOO  RMBOOO  RMB000  RMBO00  RMB'000  RMB'O00  RMB'000  RMB'000
ARETL  ARBTT ARETR ARETRE ARETR  ARETR  ARRTR  ARMTR

At 1 January 2018 RZE-N\E-B-H 16 = 2,384,336 12,500 73,675 (91399 1,621,545 4,000,673
Profit for the year EEaN = = - - - - 540,093 540,093
Exchange differences related to 5N &4 E

foreign operations EREE = - - - - 84,363 - 84,363
Total comprehensive income £E

for the year ETTLINCES = - - - - 84,363 540,093 624,456
Final 2017 dividend declared BER_E—tERHRE - - (235,897) - - - = (235,897)
Repurchase of shares BERA - (263529) - - - - - (263529)
Transfer from retained profits BRARDER - - - - 6,572 = (6572) =

RZB-N\§

At 31 December 2018 +ZA=t-H 16 (263525 2,148,439 12,500 80,247 (7,036)  2,155066 4,125,707
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Year ended 31 December 2019 HE—ZT—hFE+-A=+—RHILEE

2019 2018
—E-NF —E-N\F
Notes RMB’'000 RMB’000
b ARMF T AREETTT
CASH FLOWS FROM OPERATING RETHREHRSRE
ACTIVITIES
Profit before tax BR A A4 A 545,210 726,971
Adjustments for: HATZIBFE
Depreciation of property, plant and M - WEREETE
equipment 13 119,558 80,630
Recognition of prepaid land lease HREMN LHHEE
payments FIETE 14 - 1,052
Amortisation of other intangible assets — E{th JiZ & 7= i 44 16 10,012 4,119
Depreciation of right-of-use assets EREEETE 14 309,614 -
Interest income from bank deposits HRITIF R EUA 5 (55,976) (49,791)
Interest income from structured deposits 38K AN EHE B 45
measured at amortised cost FREF B A 5 (19,127) -
Fair value gains on structured deposits AT EF ABZETER
measured at FVPL ERMERH AT ERE 5 (2,137) (1,756)
Interest income from structured deposits ?ﬁ@$1§aﬂ‘)\?ﬁﬁé‘l‘%ﬁ@
measured at FVPL HEBIEFRE A B A 5 (7,224) (43,688)
Other interest income from financial BN ERFABESN
assets at FVPL SEEE/F BWA 5 - (962)
Share of profits and losses of an PaR () Al =F
associate (7,737) 7,321
Loss on disposal of items of property, HEME - BEK
plant and equipment RAFIEE B R 5 1,040 6.316
Loss/(gain) on foreign exchange SNE TR (WkES) 5 15,755 (2,732)
Fair value loss on derivative instruments  £74 T BE#9A F{E g8 5 - 4,032
Government grants BT HEBh 27 (1,465) (1,059)
907,523 730,453

Zhou Hei Ya International Holdings Company Limited
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Consolidated Statement of Cash Flows (Continued)
GmERERER(E)
Year ended 31 December 2019 HiZE —E—hNE+-_A=+—HILEE

2019 2018

—E-NF —E-)N\F

Notes RMB’'000 RMB’000

b AR®T T AREETTT

Decrease in cash in transit TEERI| R 63 2,729

Increase in trade receivables H 5 W R I I (4,539) (5,360)

Increase in prepayments, other TERTFRIE  Ho A EGRIE &

receivables and other assets H B BN (28,721) (50,299)
Decrease/(increase) in amounts due FEMUE AR R IER L

from the Controlling Shareholders (3&nn) 2,294 (493)

Increase in rental deposits HEZSIEM (3,112) (12,762)

Increase in inventories FEEM (16,654) (95,299)

Increase/(decrease) in trade payables & ZER FIEE 1, GRA) 36,922 (1,235)
Increase/(decrease) in other payables — E{th B 50 T8 & fE=+ &

and accruals 20 G 19,482 (33,451)

Cash generated from operations R EENIE S 913,258 534,283

Income tax paid ARSI (156,775) (225,838)

NET CASH FLOWS FROM OPERATING E# EZEfIBREESRE
ACTIVITIES FE 756,483 308,445
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Consolidated Statement of Cash Flows (Continued)

mERERER(E)

Year ended 31 December 2019 HE—ZT—hFE+-_A=+—RHIEE

2019 2018
—E-NF —E-)N\F
Notes RMB’'000 RMB’000
b ARMF T AREETTT

CASH FLOWS FROM INVESTING REFTHMEBHRSRE

ACTIVITIES
Purchases of items of property, plant and EEY% - BELEREER

equipment (413,238) (454,954)
Purchases of land use rights B E b R (891) (24,309)
Decrease of restricted cash for purchase B BEWE - MR RS H

of property, plant and equipment PR IR & > - 10,911
Proceeds from disposal of items of HEYE - BEIREER

property, plant and equipment Frig 538 229 2,403
Additions to other intangible assets Hit ML EERE (4,477) (5,377)
Contribution to an investment in an MIEEN—FEBE A RIEE

associate - (250,000)
Interest income from structured deposits &8k 8Pk ANEH 2 M 451 1t

measured at amortised cost FREFLE WA 17,159 =
Other interest income from financial HAr AT ER A B

assets at FVPL EEEENFEWA 5 - 962
Interest income from structured deposits  IZAFEFF ABRETEN

measured at FVPL ERMFREF BB 5 7,224 43,688
Purchase of financial assets at fair value B E1Z A F(EE A B

through profit or loss TRIEE - (380,000)
Purchase of structured deposits measured f& & /A EFT AIEZ=RAY

at FVPL rEEMTER (380,000) (2,408,190)
Purchase of structured deposits measured & B 1R #E 84 5T 2 1Y

at amortised cost EREMTR (2,240,500) =
Decrease of term deposits of maturity R =188 LA _EEIEAY E 58

over three months FFROR 518,380 311,416
Interest received from bank deposits BERTTF R UERE FILE 55,535 46,487
Acquisition of a subsidiary, net of cash ~ WEEKIE AR - MKRIRE - =
Repayment of amounts due to a related  {E3& &S BFES 75 FE

party - =
Receipt of government grants WSCHR IR i 47 B 27 11,036 3,030
Proceeds from disposal of items HEZR AT EFAEZEN

of financial assets at fair value SRVEETE B TS EUR

through profit or loss - 410,000
Proceeds from disposal of structured HERAFETAERRN

deposits measured at FVPL ERETF RO TS FUE 90,000 2,745,190
Proceeds from disposal of structured HERBHENATED

deposits measured at amortised cost ERIETF RS RIE 2,400,500 =
NET CASH FLOWS FROM INVESTING REZBEFEBRERE

ACTIVITIES AR 60,957 51,257

Zhou Hei Ya International Holdings Company Limited

Annual Report 2019



Consolidated Statement of Cash Flows (Continued)
meEEERER(E)

Year ended 31 December 2019 HE—ZE—HFE+-A=+—RHIFE

2019 2018
—E-NF —E-N\F
Notes RMB’'000 RMB’000
b ARMF T AREETTT
CASH FLOWS FROM FINANCING RMETHRESRSRE
ACTIVITIES
Dividends paid BRI E (326,218) (235,897)
Repurchases of the Company's shares ﬁﬁ@zﬁ"ﬂﬂ%ﬁ - (263,525)
Principal portion of lease payments/ HENFHASID
finance lease rental payments mﬂéﬁﬂ’gﬁiﬁm (216,638) =
Increase in pledged bank deposits EEARIRTI T RGN (206,024) -
NET CASH FLOWS USED IN ARETEFfARESRE
FINANCING ACTIVITIES B (748,880) (499,422)
NET INCREASE/(DECREASE) IN CASH RE&RRESZEYEM,~
AND CASH EQUIVALENTS (GR35 68,560 (139,720)
Cash and cash equivalents at beginning  F#IHIRE MBS EEY
of year 106,029 162,686
Effect of foreign exchange rate changes, BETE  FHE
net 15,717 83,063
CASH AND CASH EQUIVALENTS ERNEESLESZEEY
AT END OF YEAR 190,306 106,029
ANALYSIS OF BALANCES OF CASH RERRESEYERIM
AND CASH EQUIVALENTS
Cash and cash in banks Re RBITEHTR 190,306 106,029
Short-term deposits 5 EATFRR - -
190,306 106,029
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31 December 2019 R=E—AE+=-A=+—H

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 11 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.

Zhou Hei Ya International Holdings Company Limited

AARAR-ZE—RAFRAA+=-BREMASHS
NAVAEREHRETMKINERRBR AR -
NN B H 5E i #% = B8R iz 52 Intertrust Corporate
Services (Cayman) B R R A1 FI I A = - @A
#F % 190 Elgin Avenue, George Town, Grand
Cayman KY1-9005, Cayman Islands © ZX 2 &)
—E—RFt+—At+—BEEAHARSER
ARI([EERFr ) EREM( L) -

ARBR—EREZERRAR  ARAREMER
Al ALl T2EFEARKMB( H
Bt ERERRREREE  EHERTE
B (ARBEBED -

ARABR([EFDRAR  ARANREER
BERREEHEERERZS L (RREERR
RD-

EXZRR - ARRNSKERA R SRIFIERA
RAF]  ZARIRRBELESEMAKTL -
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Notes to Financial Statements (Continued)
BRI EE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

REMBLRZER
AARMEEMBARFEOT -

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as follows:

Place of
incorporation/
registration

Percentage of
equity interest

and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ A RAREGERA
Bl A paid-in capital EXEHDL  Principal

Name HARE EBTRGE Direct Indirect activities

=L EEERER BEARAHHEHE HiE BiE FEXK

Bt REEFR AR PRC/ RMB5 million - 100  Food retailing
Hubei Shiji Yuanjing Mainland China/

Commerce & Trade Co., Ltd.  Limited
("Hubei Shiji Yuanjing”)

It R E AR AT B R E R, AR¥SEHETT - 100 R@mTE
(MR tE4FE= 1) BRAT

WILEERBRERTXE PRC/ RMB62.5 million - 100  Food
ARAT Mainland China/ manufacturing
Hubei Zhou Hei Ya Foods Limited
Industrial Park Co., Ltd.

WILEARBR M TEE FE BN, ARK625BET - 100 R\EE
ARAT BRAT

Attt e EEREME AR AT PRC/ RMB80 million = 100  Food retailing
Shenzhen Shiji Development ~ Mainland China/

Commerce& Trade Co., Ltd.  Limited
AINTHEHLEREEARLAR  HEFEAM, ARKEET - 100 BRTE
BRAA]

HEREERDZERAA PRC/ RMB10 million - 100 Food
Shanghai Zhou Hei Ya Mainland China/ manufacturing
Foods Co., Ltd. Limited

PEEREREARAR hEhER,S  ARKIOEET - 100 BREE

BRAA]

BMNTEEHZEEERAR  PRU/ RMB5 million - 100  Food
Guangzhou Fuxin Xianghe Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

BMTERBEREEARAR  HE/TEAN,S ARKSEET - 100 BRTE

BRAA]
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

REMBLRZER(#)
AARMEEMBARFEOT : ()

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

Zhou Hei Ya International Holdings Company Limited

(Cont'd)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AR R EGERA
B3ty paid-in capital EXHDL  Principal
Name MR T 2ERITRD Direct Indirect  activities
£ EEERER BAREANEHE HiE EiE FEEK
FEARKEHERRAR PRC/ RMB5 million - 100  Food
Shanghai Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
EERAREREERAR B HERM,S  ARBSEST - 100 RmZTE
BRAT
HEEEREERRAA PRC/ RMB5 million - 100  Food
Hunan Quanfuyu Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
HEEEREEERAR B HERM,S ARBSEST - 100 RmZTE
BRAT
IR REERRAR PRC/ RMBS5 million - 100  Food
Jiangxi Yuanjing Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
TPEREEARAR B HERM,S ARBSEST - 100 RmZTE
BRAT
IREAREHERRAA PRC/ RMB5 million - 100  Food
Beijing Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
R EREEEER AR HE BN, ARBSESTT - 100 RmZTE
BRAT
BB FEEER AT PRC/ RMB1 million = 100  Online
Hubei Huanle Shike Mainland China/ business
E-commerce Co., Ltd. Limited
AL BEE NS 2 E F i T HEHERN,S ARBIEST - 100 MWEEH
ARAT BRAT
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Information about subsidiaries (Cont'd)

Particulars of the Company’s principal subsidiaries are as follows:

Notes to Financial Statements (Continued)
BRI EE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

REMBLRZER(#)
AARMEEMBARFEOT : ()

(Cont'd)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AR R EGERA
Eanloavyd paid-in capital ERESL  Principal
Name MR 2ERITRD Direct Indirect activities
=L EEERER BARANEHE B BiE FEXK
I EEEREAER AR PRC/ RMB5 million - 100 Food
Henan Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
AEARKEHEERAA 8RB, ARKSEET - 100 RmZTE
BRAT
ERBEEFEARAF PRC/ RMB20 million = 100  Property
(Formerly known Mainland China/ holding
as " _EIg1ERE Limited
BXERRAA")
Shanghai Suo Lei
Industrial Co., Ltd.
(Formerly known
as Shanghai Dewei
Industrial Co., Ltd.)
EEREEXARANA HEL BN,  ARE20EET - 100 WIEER
(Rl LBEAEEARAR]) BRAT
EREARBHERRAR PRC/ RMBS million - 100  Food
(Formerly known as Mainland China/ retailing
"REBHRmEERR Limited
‘A|]") Guangdong Zhou Hei
Ya Commerce & Trade Co.,
Ltd. (Formerly known as
Dongguan Pengyu Foods
Commerce & Trade Co., Ltd.)
EREAREEEERAT HRE R E A, ARESEHETT - 100 RmEE
(RIR=BHEREE BRAF]
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Notes to Financial Statements (Continued)

BA RS SRR AL ()

31 December 2019 R=ZZE—NFE+-A=+—H

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

BEMBLARZER(#)

RRAFNEEMBARFENT : (&)

(Cont'd)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AR R EGERA
B3ty paid-in capital EXHDL  Principal
Name MR T 2ERITRD Direct Indirect  activities
=L EEERER BAREANEHE HiE BiE FEXEK
REFBEHERRAQA PRC/ RMB20.5 million - 100  Food
Tianjin Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
REEEEEHERGRAT HEL BN, ARE20588T - 100 RmZTE
BRAT
I EREEERRAR PRC/ RMB2.8 million - 100  Food
Zhejiang Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
AIEREEERR AR HEL BN, ARE28EET - 100 RmZTE
BRAT
IFELEE S ERAA PRC/ RMB2.6 million - 100  Food
Jiangsu Dashike Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
IEHECEEIERAR HEL BN, AR26EBET - 100 RmZTE
BRAT
EFARKARMBERAR PRC/ RMBS5 million - 100  Food
Chongging Zhouheiya Mainland China/ retailing
Foodstuff Co., Ltd. Limited
EERARBREMERATF HE BN,  ARBSEST - 100 RmZTE
BRAT
BRI (BB ERAF] Hong Kong/ HKD1 = 100  Investment
Zhou Hei Ya Holdings Limited holding
(Hong Kong) Limited
AR ER(EE)ERAF 55,/ 17T - 100 KEER
BRAT

Zhou Hei Ya International Holdings Company Limited
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Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

Notes to Financial Statements (Continued)
BRI EE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

REMBLRZER(#)
AARMEEMBARFEOT : ()

(Cont'd)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AR R EGERA
B3ty paid-in capital EXHDL  Principal
Name MRS 2ERITRD Direct Indirect  activities
=L EEERER BHRANEHE HiE BiE FEXEK
B RBIER AR A A British Virgin USD5,000 100 - Investment
Zhou Hei Ya Holdings Islands/Limited holding
Company Limited
A RIEIERBRAF] HEBELES 5,000 7T 100 - KREER
BRAT
ML AREEREBRAF PRC/ RMB10 million - 100  Investment
Hubei Zhou Hei Ya Mainland China/ holding
Management Co., Ltd. Limited
LA REEEBR AR HRERERR,S AREIOEET = 100 #®REER
BRAT
WL ERBEEERERAT  PRC RMB150 million = 100  Investment
Hubei Zhou Hei Ya Mainland China/ holding
Enterprise Development Limited**
Co., Ltd.
WL B B E hE BN, AREIS0EET - 100 #|EER
ARAT BRAT*>
FEREZRBRRIXEFRAR PRU/ RMB28.1 million - 100  Food
Guangdong Zhou Hei Ya Mainland China/ manufacturing
Foods Industrial Park Co., Ltd. Limited
EREARBRRIEER FE BN, ARK281EBET - 100 RWEE
ARAT BRAT
B LEREERRAT PRC/ RMBO.3 million = 100 Food
Ningbo Shiji Yuanjing Limited Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
B ALEREEAR AR FE BN, ARKOIEET - 100 RRTE
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

REMBLRZER(#)
AARMEEMBARFEOT : ()

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

(Cont'd)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AT AR
B3ty paid-in capital EZ B Principal
Name BRI AE 3.k 2RITRD Direct Indirect  activities
£18 EEERER BARANEHE HiZ EiE FEEK
M EREHEERAR PRC/ RMBO.3 million = 100  Food
Sichuan Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited
)l E B E AR A A FE BN, ARKOIEET - 100 RRTE
BRAT
mERERMERAA PRC/ RMBO. 1 million = 100  Food
Sichuan Zhouheiya Mainland China/ manufacturing
Foods Co., Ltd. Limited
)| ERBREERAR PR REARL,S AREOIEETT = 100 RMAEE
BRAT
LA RBER AR A A PRC/ RMB1 million - 100  Online
Hubei Zhou Hei Ya Mainland China/ business
E-Commerce Co., Ltd. Limited
AL R EEm AR AT RE R E A, ARB1EETT = 100 MWEEH
BRAT
I#HARBRBIERAR PRC/ RMB233 million = 100  Food
Jiangsu Zhou Hei Ya Mainland China/ manufacturing
Foods Industrial Park Co., Ltd. Limited**
TEHAZBRRIEEDNR FE BN, ARB233EET - 100 BMREE
BRAR] >
AEEARBREmIEEFRAR PRU RMB50 million - 100  Food
Hebei Zhouheiya Mainland China/ manufacturing
Foods Industrial Limited
Park Co., Ltd.
At EARER A TEER HE BN, ARKSOEETT - 100 BM4E
ARAT BRAT

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements (Continued)

20194 R
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31 December 2019 7 —NF+=—A=+—8
Information about subsidiaries (Cont'd) BEEMBARZER (&)
Particulars of the Company’s principal subsidiaries are as follows: RNATIHTFEWBATEBNOT « (88)
(Cont’d)
Place of
incorporation/ Percentage of
registration equity interest
and business/ Nominal attributable to
kind of legal value of the Company
entity issued shares/ AT AR
B3ty paid-in capital EZ B Principal
Name AR e 2EBITRE Direct Indirect activities
=L EEERER BARANEHE B B FBEER
LT ARKHEER AR PRC/ RMBO0.31 million - 100  Food
Foshan Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Limited
Co., Ltd.
BT A RKEHEER AR hEhER,S ARBOIIEET - 100 BRRTE
BRAT
BIR—BRRmARAR PRC/ RMB20 million - 100  Food
Qianjiang Ju Yi Xia Mainland China/ manufacturing
Foods Co.,Ltd. Limited
IR —IRREmARAT HERERN,S  ARE20EET - 100 BRmAEE
BRAT
WL RSE R AR AR PRC/ RMBO0.6 million = 100  Research and
Hubei Ya Ku Technology Mainland China/ development
Co.,Ltd. Limited
WAL R AR A A B hER,S ARKOEEST - 100 e
BRAT
Wit PR ERAERAE PRC/ RMB0.01 million - 100  Property
Hubei Bo Yu Property Mainland China/ management
Management Co., Ltd. Limited
LAY EERBR AR FEhER,S ARBOOIEST - 100 MEER
BRAT
FRBEHMARKRMERRAR  PRU/ RMB5 million - 100  Food
Qingdao Peng Yu Zhouheiya ~ Mainland China/ retailing
Foods Co., Ltd. Limited
SEBEMAZBERAERAR  FEREAM,S ARESHEET - 100 BR@mTE
BRAT

AR ISR ERAR AR



Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Information about subsidiaries (Cont'd) BEEMBARZER (&)
Particulars of the Company’s principal subsidiaries are as follows: RNATIHTFEWBATEBNOT « (88)
(Cont'd)

Place of

incorporation/ Percentage of

registration equity interest

and business/ Nominal attributable to

kind of legal value of the Company

entity issued shares/ NN

SR paid-in capital EZBFAL  Principal

Name TR e 2BITRGE Direct Indirect activities

=g SEEERER BESRANEHE =k B FEEK

ZHELREEEERAA PRC/ RMB Nil* - 100  Food
Anhui Shiji Yuanjing Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

TR LRSI E AR AT FE R E A, ARBE > = 100 RmTE

BR AR

BMNTREREEHERRAR PRC/ RMB0.09 million - 100  Food
Huizhou Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

BT AREHREAERAA HELRERE, ARKE0.09BETT - 100 BMTE

BRAT

WRARBHEERQA PRC/ RMB5 million - 100  Food
Shandong Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

IWRERIRHEERAA B HERM,S ARBSEETT - 100 RmZTE

BRAA]

A EREEE AR AR PRC/ RMB5 million - 100  Food
Hebei Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

LA REEEERAT FE B, ARESHETT - 100 BRmZTE

BRAT
WL BT EREBR AT PRC/ RMBO.1 million = 100  Investment
Hubei Chu Si Fang Da Mainland China/
Investment Co.,Ltd. Limited
WAL B T ERERR AT B HERM,S ARBOIESTT - 100 &E
BRAA]

BT EARKHEERAR PRC/ RMB Nil* - 100  Food
Xiamen Zhou Hei Ya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

EfmEAREEERRAT B HRE R, ARBEZ T - 100 BRmZTE

BRAT

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



Notes to Financial Statements (Continued)

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

BA RS ERAR PRE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

REMBLRZER(#)
AARMEEMBARFEOT : ()

(Cont'd)

Place of

incorporation/ Percentage of
registration equity interest

and business/ Nominal attributable to

kind of legal value of the Company

entity issued shares/ AR R EGERA
B3ty paid-in capital EXHDL  Principal

Name MRS 2ERITRD Direct Indirect activities

=L EEERER BHRANEHE B BiE FEXEK

HRERRERERFR AR PRC/ RMBO.05 million - 100  Food
Wuhan Daowei Catering Mainland China/ retailing
Management Co., Ltd. Limited

REBRRERERARNA B hER,S ARB0.05BET - 100 BRTE

BRAT

WiLBERMERAR PRC/ RMB5 million - 100  Food
Hubei Dwelling Foods Mainland China/ manufacturing
Co., Ltd. Limited

HILMERmARAR] HRE R E A, ARESHETT - 100 RMAEE

BRAT

EEEREmE AR AR PRC/ RMB Nil* - 100 Food
Fujian Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

RERARBEERRAR HRE R B, ARBEZ T - 100 RmZTE

BRAA]

ARERBHERRAR PRC/ RMB Nil* - 100  Food
Xi'an Zhouheiya Mainland China/ retailing
Commerce & Trade Co., Ltd.  Limited

AzERREEGR AR B HRE R, AREET T - 100 BRmTE

BRAT
S These subsidiaries were at the early stage since their incorporation e BB AR A AL AR R R W) HAR B,

and hence their respective authorised share capital had not been paid
up as of 31 December 2019, which is allowed under the regulation in
subsidiaries’ articles of incorporation.

**  Hubei Zhou Hei Ya Enterprise Development Co., Ltd and Jiangsu Zhou
Hei Ya Foods Industrial Park Co., Ltd.. are registered as a wholly-
foreign-owned enterprise under PRC law.

The above table lists the subsidiaries of the Company which, in the

opinion of the Directors, principally affected the results for the year
or formed a substantial portion of the net assets of the Group.

20194 R
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention,
except for structured deposits which have been measured at fair
value. These financial statements are presented in Renminbi (“RMB")
and all values are rounded to the nearest thousand (RMB’000)
except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2019. A
subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

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

over an investee, including:

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

(b) rights arising from other contractual arrangements; and

() the Group's voting rights and potential voting rights.

Zhou Hei Ya International Holdings Company Limited

FBBRERETEGHMAG((EESMA
g DRMNEBHBREER ([ BEMFRELE
D (BREMERABMBHREER  FEEHE
(BB GFER D ERE) BERREFR
AR BB RGO RERERE - MWK
RIBE LA EERE - IR AT EFTEZER
METFFRRIBRSN » BRAZBHAAEIN - BFEHRERUA
RETARE D2 - rEEEAREREERE
ETR(ARKETIT)

meEE

RE BRI BIEAR B RENBA B (FHEIAR
SEDNEE_T-NF+_A=1T—HLFE
MBI - MBAREARRAHEAEER KM
REGIENER(BIRERLER) - EAEER
BBHES2EFERZHREHR A E LR RR
SHAER - WREHAREHRERERNZELE
E &R (AR A AN A EARRERERNE R IEERE
HENEREE) IRRAKEREREHR
FOZE Il

EARREERAEEERIRNREHSRBFER
SREIBLENE - ARERFEESETHRE
HRBEARNSSERMEEREERERL &
&

(a) HEZFEHFHMRERFAANAGOL
B

(b) REBEEMENLZHZHERRERN : Rk

(0 FAEBENRZRNMEERTHE-

Annual Report 2019



Basis of consolidation (Cont'd)

The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated from the date on
which the Group obtains control, and continue to be consolidated
until the date that such control ceases.

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

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

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary, (ii)
the carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (ii) the fair value of
any investment retained and (iii) any resulting surplus or deficit
in profit or loss. The Group's share of components previously
recognised in other comprehensive income is reclassified to profit or
loss or retained profits, as appropriate, on the same basis as would
be required if the Group had directly disposed of the related assets
or liabilities.
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Notes to Financial Statements (Continued)
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31 December 2019 R=—Z—hE+-F=+—8H
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Notes to Financial Statements (Continued)

1) i‘“#&%@ﬁﬁ&(m )

31 December 2019 R=ZE—HF+=A=+—8

The Group has adopted the following new and revised HKFRSs for REBRAFEVBHREP ERER TG &

the first time for the current year’s financial statements. KIEET BB RS AR -

Amendments to HKFRS 9 Prepayment Features with Negative BB TR R AR ABB#E B 3E R

Compensation FRMNERT
HKFRS 16 Leases BRMHHRE LA HE
165
Amendments to HKAS 19 Plan Amendment, Curtailment or BEEHER SR FRdsE
Settlement F1957 T
Amendments to HKAS 28  Long-term Interests in Associates and EHeHER| REENFI A SR
Joint Ventures F 28R g
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments 5 (BERGRRERE AR TRT T
Z88)-2REBH
Annual Improvements Amendments to HKFRS 3, HKFRS 11, —E-FEF BEIEIREER|E35
2015-2017 Cycle HKAS 12 and HKAS 23 —F—+ERS BTSRRI 1158 -
FRYE BREGEAE 2R NEE
BIERIE23RMEET

Except for the amendments to HKFRS 9 and HKAS 19, and Annual B E SIS R DB OM BT - B et

Improvements to HKFRSs 2015-2017 Cycle, which are not relevant BIE19EMETR - E—FES —E—+Ef

to the preparation of the Group’s financial statements, the nature HIp A IR SR EE B SRR ERIN - B

and the impact of the new and revised HKFRSs are described below: RAEET RAEET 7 BEM ISR ELNME ke

SR -

(@ HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 () BAPBRELAE 1M BTSSEHLE
Determining whether an Arrangement contains a Lease, BI$175HE  E85(ARGERLsRE
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)- FEEQ) - REBEANEFTTHEDT 61
Int 27 Evaluating the Substance of Transactions Involving the 5. EBE(EHREBELZES) -REZ15
Legal Form of a Lease. The standard sets out the principles for BRIl B EE(CERRIESS
the recognition, measurement, presentation and disclosure of &) — §%$%275ﬁn$/g/j&fg SRR
leases and requires lessees to account for all leases under a BHAE o AERHHEDR  HEB - 275
single on-balance sheet model to recognise and measure right- REERESHEL - WERABALYES
of-use assets and lease liabilities, except for certain recognition — R EABREATNAEEE®TE:
exemptions. Lessor accounting under HKFRS 16 is substantially BIE . LmaRtesAEEEREER
unchanged from HKAS 17. Lessors continue to classify leases as & EETEIREKRIN - BEMERE
either operating or finance leases using similar principles as in EAE 16 ABLEEESIERE175
HKAS 17. MEBARSEETR - BEABEER

FREE S EEHERIE 1 7R ARE M B B i
MES B AT EHEXRENE -
HKFRS 16 did not have any significant impact on leases where EE ISR *16%ﬁ§1$§§)‘/%t{j$ﬁ
the Group is the lessor. AREEVETAEASE

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



(a) (Cont'd)

20194 R

The Group has adopted HKFRS 16 using the modified
retrospective method with the date of initial application of
1 January 2019. Under this method, the standard has been
applied retrospectively with the cumulative effect of initial
adoption recognised as an adjustment to the opening balance
of retained profits at 1 January 2019, and the comparative
information for 2018 was not restated and continued to be
reported under HKAS 17 and related interpretations.

New definition of a lease

Under HKFRS 16, a contract is, or contains, a lease if the
contract conveys a right to control the use of an identified asset
for a period of time in exchange for consideration. Control
is conveyed where the customer has both the right to obtain
substantially all of the economic benefits from use of the
identified asset and the right to direct the use of the identified
asset. The Group elected to use the transition practical
expedient allowing the standard to be applied only to contracts
that were previously identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 at the date of initial application. Contracts that
were not identified as leases under HKAS 17 and HK(IFRIC)-
Int 4 were not reassessed. Therefore, the definition of a lease
under HKFRS 16 has been applied only to contracts entered
into or changed on or after 1 January 2019.

As a lessee — Leases previously classified as
operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of properties,
motor vehicles, and land lease rights. As a lessee, the
Group previously classified leases as either finance leases or
operating leases based on the assessment of whether the lease
transferred substantially all the rewards and risks of ownership
of assets to the Group. Under HKFRS 16, the Group applies
a single approach to recognise and measure right-of-use
assets and lease liabilities for all leases, except for two elective
exemptions for leases of low-value assets (elected on a lease-
by-lease basis) and leases with a lease term of 12 months
or less (“short-term leases”) (elected by class of underlying
asset). Instead of recognising rental expenses under operating
leases on a straight-line basis over the lease term commencing
from 1 January 2019, the Group recognises depreciation (and
impairment, if any) of the right-of-use assets and interest
accrued on the outstanding lease liabilities (as finance costs).

Notes to Financial Statements (Continued)

(a)

BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H
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Notes to Financial Statements (Continued)

1) i‘“#&%@ﬁﬁ&(m )

31 December 2019 A

(a)

—AF+=A=+—H~

(Cont’d)

As a lessee — Leases previously classified as
operating leases (Cont'd)

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019
and included in lease liabilities. The right-of-use assets were
measured at the amount of the lease liability, adjusted by the
amount of any prepaid or accrued lease payments relating
to the lease recognised in the statement of financial position
immediately before 1 January 2019.

All these assets were assessed for any impairment based on
HKAS 36 on that date. The Group elected to present the right-
of-use assets separately in the statement of financial position.

The Group has used the following elective practical expedients
when applying HKFRS 16 at 1 January 2019:

e Applying the short-term lease exemptions to leases with
a lease term that ends within 12 months from the date of
initial application

° Using hindsight in determining the lease term where the
contract contains options to extend/terminate the lease

e Applying a single discount rate to a portfolio of leases
with reasonably similar characteristics when measuring
the lease liabilities at 1 January 2019

e  Relying on the entity’s assessment of whether leases
were onerous by applying HKAS 37 immediately before
1 January 2019 as an alternative to performing an
impairment review

e Excluding initial direct costs from the measurement of the
right-of-use asset at the date of initial application when
applying HKFRS 16.C8(b)(i)

Zhou Hei Ya International Holdings Company Limited
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(a) (Cont'd)
Financial impact at 1 January 2019

Notes to Financial Statements (Continued)
jﬁﬁz#&%‘%ﬁﬁ HE nla

31 December 2019 R=—Z—hE+-F=+—8H

@ (#&)
AE-NEF-B-BNIBTE

Hi

The impacts arising from the adoption of HKFRS 16 as at 1 R-_ZE—NF— A —BRNEEFBRE

January 2019 are as follows:

ERIFRAEENTZENT

Increase/
(decrease)
B, CRd)
RMB’000
AR¥T R
Assets BE
Increase in right-of-use assets {F A EE I 860,242
Decrease in prepaid land lease payments A AR E IR D (128,898)
Decrease in prepayments, other receivables and TERTEIE ~ Eofth FEUFRIE K2
other assets Htv&EEmLD (71,806)
Increase in total assets 4R EIE N 659,538
Liabilities a8
Increase in interest-bearing bank and FFERITR
other borrowings HAn a5k 659,538
Increase in total liabilities FES=NEp= I 659,538

The lease liabilities as at 1 January 2019 reconciled to the
operating lease commitments as at 31 December 2018 are as

follows:

—NWE—-A-HHHEHEREBEER
Z-N\FE+A=+—HHNKEEME ,ﬁf%f‘
FSBERINT

RMB’000
AR¥T R
Operating lease commitments as at R-EB—-N\F+=-A=+—HW
31 December 2018 ReEHERE 509,343
Less: Commitments relating to short-term leases and  J& : E245 HAFH & K /ea 70 S HAtE
those leases with a remaining lease term —E-NF+ZA=+—H
ended on or before 31 December 2019 3.2 Bl fEm A T S AR R A R I 87,618
Add: Payments for optional extension periods not m:R=E=—N\F+=—A=+—H
recognised as at 31 December 2018 RUERHIRIBE R MR 282,991
704,716
Weighted average incremental borrowing rate RZZE—NF—HA— B
as at 1 January 2019 8 R TR R 4.76%
Discounted operating lease commitments RZZE—-NF—HA—HArER
as at 1 January 2019 AT E AR 659,538
Lease liabilities as at 1 January 2019 R-EBE—-NE—HF—BWHEER 659,538
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

(b)

(0)

Amendments to HKAS 28 clarify that the scope exclusion
of HKFRS 9 only includes interests in an associate or joint
venture to which the equity method is applied and does
not include long-term interests that in substance form part
of the net investment in the associate or joint venture, to
which the equity method has not been applied. Therefore, an
entity applies HKFRS 9, rather than HKAS 28, including the
impairment requirements under HKFRS 9, in accounting for
such long-term interests. HKAS 28 is then applied to the net
investment, which includes the long-term interests, only in the
context of recognising losses of an associate or joint venture
and impairment of the net investment in the associate or joint
venture. The Group assessed its business model for its long-
term interests in associates and joint ventures upon adoption
of the amendments on 1 January 2019 and concluded that the
long-term interests in associates and joint ventures continued
to be measured at amortised cost in accordance with HKFRS 9.
Accordingly, the amendments did not have any impact on the
financial position or performance of the Group.

HK(IFRIC)-Int 23 addresses the accounting for income taxes
(current and deferred) when tax treatments involve uncertainty
that affects the application of HKAS 12 (often referred to
as “uncertain tax positions”). The interpretation does not
apply to taxes or levies outside the scope of HKAS 12, nor
does it specifically include requirements relating to interest
and penalties associated with uncertain tax treatments.
The interpretation specifically addresses (i) whether an
entity considers uncertain tax treatments separately; (ii)
the assumptions an entity makes about the examination
of tax treatments by taxation authorities; (iii) how an entity
determines taxable profits or tax losses, tax bases, unused tax
losses, unused tax credits and tax rates; and (iv) how an entity
considers changes in facts and circumstances. Upon adoption
of the interpretation, the Group considered whether it has
any uncertain tax positions arising from the transfer pricing
on its intergroup sales. Based on the Group's tax compliance
and transfer pricing study, the Group determined that it is
probable that its transfer pricing policy will be accepted by the
tax authorities. Accordingly, the interpretation did not have any
impact on the financial position or performance of the Group.

Zhou Hei Ya International Holdings Company Limited
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The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial
statements.

Amendments to HKFRS 3 Definition of a Business’
Amendments to HKFRS 9,  Interest Rate Benchmark Reform’

HKAS 39 and HKFRS 7

Amendments to HKFRS 10  Sale or Contribution of Assets between

and HKAS 28 (2011) an Investor and its Associate or Joint

Venture’
HKFRS 17 Insurance Contracts?
Amendments to HKAS 1 Definition of Material’
and HKAS 8

! Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021

g No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional guidance
on the definition of a business. The amendments clarify that for an
integrated set of activities and assets to be considered a business,
it must include, at @ minimum, an input and a substantive process
that together significantly contribute to the ability to create
output. A business can exist without including all of the inputs and
processes needed to create outputs. The amendments remove the
assessment of whether market participants are capable of acquiring
the business and continue to produce outputs. Instead, the focus
is on whether acquired inputs and acquired substantive processes
together significantly contribute to the ability to create outputs. The
amendments have also narrowed the definition of outputs to focus
on goods or services provided to customers, investment income or
other income from ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process is
substantive and introduce an optional fair value concentration test
to permit a simplified assessment of whether an acquired set of
activities and assets is not a business. The Group expects to adopt
the amendments prospectively from 1 January 2020. Since the
amendments apply prospectively to transactions or other events that
occur on or after the date of first application, the Group will not be
affected by these amendments on the date of transition.

20194 R
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Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address the
effects of interbank offered rate reform on financial reporting.
The amendments provide temporary reliefs which enable hedge
accounting to continue during the period of uncertainty before the
replacement of an existing interest rate benchmark. In addition, the
amendments require companies to provide additional information
to investors about their hedging relationships which are directly
affected by these uncertainties. The amendments are effective
for annual periods beginning on or after 1 January 2020. Early
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS
28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss when the sale or
contribution of assets between an investor and its associate or joint
venture constitutes a business. For a transaction involving assets
that do not constitute a business, a gain or loss resulting from the
transaction is recognised in the investor’s profit or loss only to the
extent of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively. The
previous mandatory effective date of amendments to HKFRS 10
and HKAS 28 (2011) was removed by the HKICPA in January 2016
and a new mandatory effective date will be determined after the
completion of a broader review of accounting for associates and
joint ventures. However, the amendments are available for adoption
now.

Amendments to HKAS 1 and HKAS 8 provide a new definition of
material. The new definition states that information is material if
omitting, misstating or obscuring it could reasonably be expected
to influence decisions that the primary users of general purpose
financial statements make on the basis of those financial statements.
The amendments clarify that materiality will depend on the nature or
magnitude of information. A misstatement of information is material
if it could reasonably be expected to influence decisions made by
the primary users. The Group expects to adopt the amendments
prospectively from 1 January 2020. The amendments are not
expected to have any significant impact on the Group's financial
statements.
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Investments in associates and joint ventures

An associate is an entity in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control
over those policies.

A joint venture is a type of joint arrangement whereby the parties
that have joint control of the arrangement have rights to the net
assets of the joint venture. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when
decisions about the relevant activities require the unanimous consent
of the parties sharing control.

The Group's investment in an associate is stated in the consolidated
statement of financial position at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.

The Group’s share of the post-acquisition results and other
comprehensive income of an associate is included in the consolidated
statement of profit or loss and consolidated other comprehensive
income, respectively. In addition, when there has been a change
recognised directly in the equity of the associate or joint venture,
the Group recognises its share of any changes, when applicable,
in the consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between the Group
and its associates or joint ventures are eliminated to the extent of
the Group's investments in the associates or joint ventures, except
where unrealised losses provide evidence of an impairment of the
assets transferred. Goodwill arising from the acquisition of associates
or joint ventures is included as part of the Group’s investments in
associates or joint ventures.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other cases, upon loss of significant influence
over the associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its fair value.
Any difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control and
the fair value of the retained investment and proceeds from disposal is
recognised in profit or loss.

When an investment in an associate or a joint venture is classified as
held for sale, it is accounted for in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.
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Fair value measurement

The Group measures its investments in wealth management
products at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer
the liability takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The
fair value of an asset or a liability is measured using the assumptions
that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1T - based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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Impairment of non-financial assets

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

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

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the statement
of profit or loss in the period in which it arises, unless the asset
is carried at a revalued amount, in which case the reversal of the
impairment loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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Related parties
A party is considered to be related to the Group if:

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

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

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

or

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

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

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

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

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

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

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

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

(viii) the entity, or any member of a group of which it is a

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

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

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

Buildings 3.2% t0 33.3%
Plant and machinery 9.5% t0 31.7%
Operating tools 9.5% t0 40.7%
Motor vehicles 19.0%

9.5% t0 31.7%
10.0% to 33.3%

Office equipment
Leasehold improvements

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

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

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

Intangible assets (other than goodwiill)

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

Intangible assets with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such
intangible assets are not amortised. The useful life of an intangible
asset with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.
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Leases (applicable from 1 January 2019)

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value
assets. The Group recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying
assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease (that is the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a
straight-line basis over the shorter of the lease terms and the
estimated useful lives of the assets as follows:

Properties 1 to 9 years
Leasehold land 50 years

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated
useful life of the asset.
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Leases (applicable from 1 January 2019) (Cont'd)
Group as a lessee (Cont’d)

(b)

©

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or
a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease,
if the lease term reflects the Group exercising the option to
terminate. The variable lease payments that do not depend on
an index or a rate are recognised as an expense in the period in
which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in assessment
of an option to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to its short-term leases of machinery and equipment (that
is those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase
option). It also applies the recognition exemption for leases
of low-value assets to leases of office equipment that is
considered to be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis
over the lease term.
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Leases (applicable before 1 January 2019)

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including prepaid land
lease payments under finance leases, are included in property, plant
and equipment, and depreciated over the shorter of the lease terms
and the estimated useful lives of the assets. The finance costs of
such leases are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated over
their estimated useful lives.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the statement
of profit or loss on the straight-line basis over the lease terms. Where
the Group is the lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged to the statement
of profit or loss on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line basis
over the lease terms.

When the lease payments cannot be allocated reliably between the
land and buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in property,
plant and equipment.
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics and the
Group's business model for managing them. With the exception
of trade receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient of not adjusting the effect of a significant financing
component, the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain
a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price
determined under HKFRS 15 in accordance with the policies set out
for “Revenue recognition” below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income, it
needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the business
model.

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets
in order to collect contractual cash flows, while financial assets
classified and measured at fair value through other comprehensive
income are held within a business model with the objective of both
holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention
in the marketplace.
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Investments and other financial assets (Cont'd)
Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains
and losses are recognised in the statement of profit or loss when the
asset is derecognised, modified or impaired.

Financial assets designated at fair value through other comprehensive
income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition
of equity under HKAS 32 Financial Instruments: Presentation and
are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has
been established, it is probable that the economic benefits associated
with the dividend will flow to the Group and the amount of the
dividend can be measured reliably, except when the Group benefits
from such proceeds as a recovery of part of the cost of the financial
asset, in which case such gains are recorded in other comprehensive
income. Equity investments designated at fair value through other
comprehensive income are not subject to impairment assessment.
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Notes to Financial Statements (Continued)
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Investments and other financial assets (Cont'd)
Subsequent measurement (Cont’d)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair
value through other comprehensive income. Dividends on equity
investments classified as financial assets at fair value through profit
or loss are also recognised as other income in the statement of
profit or loss when the right of payment has been established, it is
probable that the economic benefits associated with the dividend
will flow to the Group and the amount of the dividend can be
measured reliably.

A derivative embedded in a hybrid contract, with a financial liability
or non-financial host, is separated from the host and accounted
for as a separate derivative if the economic characteristics and risks
are not closely related to the host; a separate instrument with the
same terms as the embedded derivative would meet the definition
of a derivative; and the hybrid contract is not measured at fair value
through profit or loss. Embedded derivatives are measured at fair
value with changes in fair value recognised in the statement of profit
or loss. Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash flows that
would otherwise be required or a reclassification of a financial asset
out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The financial
asset host together with the embedded derivative is required to be
classified in its entirety as a financial asset at fair value through profit
or loss.
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Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

. the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a "pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risk and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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Impairment of financial assets

The Group recognises an allowance for expected credit losses
("ECLs") for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all
the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected
cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has been
a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining
life of the exposure, irrespective of the timing of the default (a
lifetime ECL).

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the Group
may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive
the outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A financial asset
is written off when there is no reasonable expectation of recovering
the contractual cash flows.
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Impairment of financial assets (Cont'd)

General approach (Cont’d)

Debt investments at fair value through other comprehensive income
and financial assets at amortised cost are subject to impairment
under the general approach and they are classified within the
following stages for measurement of ECLs except for trade
receivables which apply the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased
significantly since initial recognition but that are not
credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting
date (but that are not purchased or originated credit-
impaired) and for which the loss allowance is measured
at an amount equal to lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient of
not adjusting the effect of a significant financing component, the
Group applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes in credit
risk, but instead recognises a loss allowance based on lifetime ECLs
at each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.

For trade receivables that contain a significant financing component
and lease receivables, the Group chooses as its accounting policy to
adopt the simplified approach in calculating ECLs with policies as
described above.
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Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in case
of loans and borrowings and payables, net of directly attributable
transaction costs.

The Group's financial liabilities include trade and other payables and
lease liabilities.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their
classification as follows:

Financial liabilities at amortised cost (loans and borrowings)
After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
the statement of profit or loss when the liabilities are derecognised as
well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the statement of profit or loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in profit or loss.
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Treasury shares

Own equity instruments which are reacquired and held by the
Company or the Group (treasury shares) are recognised directly in
equity at cost. No gain or loss is recognised in the statement of profit
or loss on the purchase, sale, issue or cancellation of the Group’s
own equity instruments.

Inventories

Inventories comprising raw materials, work-in-progress, finished
goods and packaging materials, are stated at the lower of cost
and net realisable value. Cost is determined on the weighted
average basis and, in the case of work-in-progress and finished
goods, comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on the
estimated selling price less any estimated costs to be incurred to
completion and disposal.

Cash and cash equivalents

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

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

Provisions

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

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

20194 R

Notes to Financial Statements (Continued)

ﬁﬁﬁimﬁma

31 December 2019 R=—Z—hE+-F=+—8H

BEER G
ARRSAKEBREFENAGERTA(E
T‘foﬁ)ﬁ&ﬁ“%‘ NIZRATER - BLELE
B HE BOAEHEAREASGEETANE
SRR AR EERE

(=]

“T*I

FEBBERME - E8m - HRmRBEMH

THERR AN B IR R ERME P REE AR - E)ZK
RINEFIEETE - MERBLEKATE - &
RABREEME - RS T RIREE LD %
MR - ATERFERBATEEREER
T RS REEOEMGFTRAGTHE -

RERREeEEY
FeReRERNRE IR EBYBEFERR
i&/ﬁﬁﬁrf EHET L/{&/m@”ig@ %EAE
MREMRESE  XBEEZDHABRTER R
IMPRECEETHRBEE RE=1AR)NEH
®E  WEBRAEERSEENERED

REMBRRARNRELREEBYEETER
RITRE - HPBFEEATZREINERER -

]
HEBEEM I BERENRECEESRMEE) - M
RTENEEFEEHRARERING - AISHER
BE - EEEN SR MARAR S

ERENPEBEAR - HRNBESBAER
ENEEAFORRAIRBERARENERE -
BEE R IR E A MRIRRES RIR NG ABR
BRAUBE A o

AR ISR ERAR AR



Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Income tax

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

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

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

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

e in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the
foreseeable future.
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Income tax (Cont'd)

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

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

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

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis,
or to realise the assets and settle the liabilities simultaneously, in
each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered.
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Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual instalments.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount
that reflects the consideration to which the Group expects to be
entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to
the customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue recognised
will not occur when the associated uncertainty with the variable
consideration is subsequently resolved.

When the contract contains a financing component which provides
the customer with a significant benefit of financing the transfer
of goods or services to the customer for more than one year,
revenue is measured at the present value of the amount receivable,
discounted using the discount rate that would be reflected in a
separate financing transaction between the Group and the customer
at contract inception. When the contract contains a financing
component which provides the Group with a significant financial
benefit for more than one year, revenue recognised under the
contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the
period between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction price
is not adjusted for the effects of a significant financing component,
using the practical expedient in HKFRS 15.
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Revenue recognition (Cont'd)

Revenue from contracts with customers (Cont’d)

(@) Sale of retail food
Revenue from the sale of retail food is recognised at the
point in time when control of the asset is transferred to the
customer, generally on delivery of the retail food.

Other income

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

Employee benefits

Pension scheme

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

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.
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Foreign currencies

These financial statements are presented in RMB. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

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

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary
asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary liability arising
from the advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction date for
each payment or receipt of the advance consideration.

The functional currency of the Company and certain overseas
subsidiaries is the Hong Kong dollar. As at the end of the reporting
period, the assets and liabilities of these entities are translated into
RMB at the exchange rates prevailing at the end of the reporting
period, and the statements of profit or loss and other comprehensive
income are translated at the weighted average exchange rates for
the year.
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Foreign currencies (Cont'd)

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in profit or loss.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into RMB at the
exchange rates prevailing at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into RMB at the weighted average exchange
rates for the year.

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

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
described below.

20194 R

Notes to Financial Statements (Continued)

BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

SN (#8)

AL ESRE L ZBR M2 ERARER - IR
R BRERG o LEBINERE - BZIRE
SNEBABNEMEEB AR S EREPER -

BERERERERME @ AIMBEATNERSR
ERREREARNNBTERRESARK - /8
SNHEARREEFEELNEEERERER
BRFENIETFOEXGESARE -

ERERUEASEVBHRRBAFLETER
& X BERABNERSBERABHMRE
AR AR ERBERHIE - A5t RERR - BREZ
FERREMAFTOTEERNRAEERARRKRZ
TENBEEXBBERABEFLDEARE -

fhET T EEREE
TXHARTHE PR ARAME AR T HEE R
ENERRRAMELHEIERR - ELBRREN
HET B REEEERBENREEEREH
ERTHE -

AR ISR ERAR AR



Notes to Financial Statements (Continued)
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31 December 2019 R=ZZE—NFE+-A=+—H

Estimation uncertainty (Cont’d)

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a
lease, and therefore, it uses an incremental borrowing rate (“IBR")
to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar
value to the right-of-use asset in a similar economic environment.
The IBR therefore reflects what the Group “would have to pay”,
which requires estimation when no observable rates are available
(such as for subsidiaries that do not enter into financing transactions)
or when it needs to be adjusted to reflect the terms and conditions
of the lease (for example, when leases are not in the subsidiary’s
functional currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is required
to make certain entity-specific estimates (such as the subsidiary’s
stand-alone credit rating).

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies. The
carrying value of deferred tax assets relating to recognised tax losses
at 31 December 2019 was RMB30,270,000 (2018: RMB15,682,000).
Further details are contained in note 26 to the financial statements.

Information about geographical areas

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 over 100% of the Group’s non-current assets
were located in Mainland China, no geographical information in
accordance with HKFRS 8 — Operating Segments is presented.

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 in accordance with HKFRS 8 — Operating Segments is
presented.
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Notes to Financial Statements (Continued)
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An analysis of revenue, other income and gains, net is as follows:

Weas « B ARG FEDMAT

(a) Disaggregated revenue information (@) WAssEER

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARETT AREETTT
Type of goods EmER
Vacuum-packaged products BEEBEEM 357,889 290,280
Modified-Atmosphere-Packaged products 386 2 &= 2,803,353 2,888,699
Other products EAhEm 24,798 32,542
Total revenue from contracts with KEEPAE4IH
customers Woas #5T 3,186,040 3,211,521
2019 2018
—E-hEF —E—N\F
RMB’'000 RMB’000
AR®T T AREETTT
Revenue contribution by sales HEREB
channels Wz B gt
Self-operated retail stores Eklwls 2,740,512 2,776,397
Online channels HERE 356,580 302,655
Distributors ] 65,308 117,515
Others Hih 23,640 14,954
Total revenue from contracts with KEREAHH
customers eS8 5t 3,186,040 3,211,521
2019 2018
—EB—hE —ZE—-N\F
RMB’000 RMB’000
ARBTT AREFT
Self-operated retail stores BHEME
Central China #FErh 1,594,165 1,671,845
Southern China R 444,390 405,151
Eastern China FER 310,344 335,447
Northern China #F#ib 302,931 311,797
Western China Exii) 88,682 52,157
Total revenue from contracts with RKEBPAHIH
customers &yt 2,740,512 2,776,397
Revenue is recognised when the performance obligations of WaRR TR EmIHE REEELNE R

sale and delivery of goods are satisfied at a point in time.
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(b) Performance obligations (b) BHEME
Information about the Group’s performance obligations is BEAEENBLOETERMEMMT -

summarised below:

Sale of casual braised food HERENHM

The performance obligation is satisfied upon delivery of the BHEETIIRREEZAETK  —RIER
goods and payment is generally settled once the goods are T-—8 *‘bﬂﬂzajé B3 Mt EDE
delivered, except for distributors, where payment in advance is BIRRAN » BB EEIENER -

normally required.

2019 2018
—E-NF ZF-)\F
RMB’000 RMB'000
AR¥T R AREFT
Other income and gains, net E b A R U EE
Government grants* EAUT > 50,613 52,479
Interest income from bank deposits 1715 3 F B R 55,976 49,791
Interest income from structured deposits ?;zﬁﬁéﬁkzlia‘l'ié’\]m%’l‘i
measured at amortised cost FREFEHBA 19,127 -
Interest income from structured deposits  #ZA B ABzET 21
measured at FVPL HEB IR B 7,224 43,688
Fair value gains on structured deposits ?E/AEHE.#)\?E SR E
measured at FVPL ERMERNATFEYRE 2,137 1,756
Other interest income from financial Hiiz A ERT ABEA
assets at FVPL BEEERF SWA - 962
Loss on disposal of items of property, HEWE  BER
plant and equipment RAEIEE EE (1,040) (6,316)
(Loss)/Gain on foreign exchange SN (E5tR) U2 (15,755) 2,732
Fair value loss on derivative instruments  £74 T B H A F{EEE - (4,032)
Others EAh 6,967 6,083
Total st 125,249 147,143
*  There were no unfulfilled conditions and other contingencies * L FE R A T 10 B 7 428 B A5 AR B K IR e EL At B
attaching to government grants that had been recognised. SREIE o
An analysis of finance costs from continuing operations is as follows: SEICEEBOMBEERONAT -
2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
AR¥T T AREETTT
Interest on lease liabilities HEBENTE 32,123 -
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The Group's profit before tax is arrived at after charging/(crediting): REBRIBAGE A &R (B A LA & IAE
EC
2019 2018
—E-NEF —T-N\&F
Notes RMB’000 RMB’000
MaE ARET T AREETFIT
Cost of inventories sold BEEFERA 1,135,257 1,138,983
Depreciation of property, plant and W - WEREEITE
equipment 13 119,558 80,630
Depreciation of right-of-use assets FREEENE
(2018: recognition of prepaid land (ZE—NEF:
lease payments) TEf LA ESRIEHERR) 14(a) © 14(b) 309,614 1,052
Amortisation of other intangible assets  H{th 2 & FE#E 4 16 10,012 4,119
Auditor’s remuneration 2 SR S B 2,180 2,180
Minimum lease payments under WEAEE TR
operating leases REHBERK - 398,974
Lease payments not included in the Rt AHEGEHNEN
measurement of lease liabilities FERFH 14(d) 93,060 =
Employee benefit expense (including EBERFAX (BIEEER
directors’ and chief executive’s & TTEA BE )
remuneration) (note 8): (fF5E8)
Wages and salaries ITENFS 398,366 372,967
Pension scheme contributions RIREET B 66,032 63,515
Other welfare HAbEH 31,883 27,537
Advertising and promotion expenses BEMEERX 61,439 75,601
E-commerce and online ordering BEMIINETESR
platform related service and delivery HEEERE &
fees [RIEE 150,557 144,106
Fuel cost BREL B 23,409 19,556
Utility expenses KERAE 47,142 41,856
Share of profits and losses of an e —H
associate i /NIE (7,737) 7,321
Loss on disposal of items of property, EEWE - HKE &
plant and equipment RAEIEE B 5 1,040 6,316
Finance costs 7% E A 6 32,123 =
Transportation expenses EHE 81,221 72,244
Loss/(gain) on foreign exchange SNE 1R (UkEs) 5 15,755 (2,732)
Fair value loss on derivative instruments $T74 T B A T (EEE 5 - 4,032
Interest income from bank deposits RITIEF BULA 5 (55,976) (49,791)
Other interest income from financial HAIR A FET ABED
assets at FVPL CREENFEWLA 5 - (962)
Interest income from structured BRAFEF ABRITEN
deposits measured at FVPL ERIEF RO LS M A 5 (7,224) (43,688)
Fair value gains on structured deposits T§Q$TE:.+)\TE SRt =/
measured at FVPL ERMERN AT ERE 5 (2,137) (1,756)
Interest income from structured R SER ARG T E MBI
deposits measured at amortised cost FREF B YA 5 (19,127) -
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Directors’ and chief executive’s remuneration for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is

RIEEMHRL - BB AUEHIZE383(1)@) * (b)
ORMOERAR(FEESFZER) BHE25
WEZFREENTSTRABHHOT

as follows:

2019 2018
—E—-hE —E—)N\F
RMB’000 RMB’000
AR¥T T AREFT
Fees ke 1,962 2,285

Other emoluments: Hiufis -
— Salaries, allowances, and benefits in kind —¥4  EAEREYETR 4,923 2,846
— Performance related bonuses —RIRIEBIEL 264 2,048
— Pension scheme contributions — RIS FTEIHK 393 453
7,542 7,632

(a) Independent non-executive directors
The fees paid to independent non-executive directors during
the year were as follows:

(a) BAFHTES

FAXMNTELIFRITESNEREIT

2019 2018

—E-NF —EB-NF

RMB’000 RMB'000

AR®TFT ARETFT

Mr. Wu Chi Keung ot Pt 176 169
Mr. Chan Kam Ching PREFIZSEAE 176 169
Mr. Lu Weidong EREREE 176 139
528 477

There were no other emoluments payable to the independent
non-executive directors during the year (2018: Nil).
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(b) Executive directors, a non-executive director and (b) FHITES  IHITEERHESTH
the chief executive ABE
Salaries,
allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses  contributions remuneration
E2 A= 119 E.30) Bikg

ne ENEF HETEA TEIMH ame
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®T R ARET T ARET R ARET T ARETR

2019 “EB-RE

Executive directors: HTES !
Mr. Zhou Fuyu AEhrE 360 1,065 104 83 1,612
Mr. Zhang Yuchen RFRILE 15 1,645 - 54 1,714
Mr. Wen Yong XBRAE 360 748 50 83 1,241
Mr. Hu Jiaging HEELE 60 - - 7 67
Mr. Hao Lixiao WL 300 386 60 83 829
Ms. Li Ying T T 330 1,079 50 83 1,542
1,425 4,923 264 393 7,005

Non-executive director: FHTES :

Mr. Pan Pan ERE s 9 - - - 9
1,434 4,923 264 393 7,014
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Notes to Financial Statements (Continued)

BA RS SRR AL ()

31 December 2019 R=ZZE—NFE+-A=+—H

(b) Executive directors, a non-executive director and

(b) FTES  FATESKHSTH

the chief executive (Cont'd) AE (&)
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions  remuneration
e EHR =5 Rike

ik EiER Al HEGS Bme
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARET ARETT ARETT AREFT

2018 “E-N\E

Executive directors: HTES !
Mr. Zhou Fuyu BEHEE 360 808 181 84 1,433
Mr. Zhu Yulong RTEEE 112 120 - 33 265
Mr. Wen Yong XELE 360 469 486 84 1,399
Mr. Hu Jiaging HEELE 360 483 399 84 1,326
Mr. Hao Lixiao v 360 483 496 84 1,423
Ms. Li Ying e o 248 483 486 84 1,301
1,800 2,846 2,048 453 7,147

Non-executive director: FEHITES :

Mr. Pan Pan i tad 8 - - - 8
1,808 2,846 2,048 453 7,155

Mr. Hu Jiaging resigned from executive director on 26 April

2019.

HEBRENR-_T-NFEA -+ BE

ERTES -

BUBEER_T-NAFNA=THEHE
WiTES -

Mr. Hao Lixiao resigned from executive director on 30
September 2019.

FEUITR-_Z-NAF+—ATHARE
BITEE MERFREEER-_Z-IF
T—ATHARZERNITES - RTE
FEN BRFMBRER —ZE—NFMA
AEBARNEME -

Ms. Li Ying resigned from executive director on 15 November
2019, and Mr. Zhang Yuchen was appointed as executive
director on 15 November 2019. The above remuneration of
Mr. Zhang Yuchen includes all the remuneration amount since
he joined in the Group in 2019.

N BEEZHIESTRABRRRELR
BHEEFHMOLLTE

There were no arrangements under which a director or the
chief executive waived or agreed to waive any remuneration
during the year.

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



The five highest paid employees during the year included three
directors including the chief executive (2018: four directors including
the chief executive), details of whose remuneration are set out in
note 8 above. Details of the remuneration for the remaining two
highest paid employees for the year ended 31 December 2019, who
are neither a director nor chief executive of the Company are as

Notes to Financial Statements (Continued)
BRI EE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

FREUGRSFMEERE-UEF(ERES
TRABNCZE-N\F : OUES  BERETT
BAR)  BENMEFBEN EXHES - &
ECE-NAFT A=+ HIEFERTMAIE
SHMES (LA RFEFTARITRARIN
MEFFBETIAT

follows:
2019 2018
—E-NF —T)N\F
RMB’000 RMB’000
AR®TT AREFTT
Salaries, allowances and benefits in kind H4 - EZBERERET 2,425 1,524
Pension scheme contributions RIREET B 115 14
Termination benefits BHREF| 262 -
2,802 1,538

The number of non-director and non-chief executive, highest paid
employees whose remuneration fell within the following bands is as

FMAET I SBENFEREFIFRFITHRARN
RRHoESNMAZBNT

follows:
2019 2018
—E-hE —TN\F
Nil to HKD 1,000,000 £ 21,000,000/ 7T - -
HKD 1,000,001 to HKD1,500,000 1,000,001% T2 1,500,000/ 7T 1 -
HKD 1,500,001 to HKD2,000,000 1,500,001%7C%2,000,0007 7T 1 1
HKD2,000,001 to HKD2,500,000 2,000,001 542,500,000/ 7T - -
2 1

The major components of income tax expenses are as follows:

FERRXMEEARSBAMT -

2019 2018

—E-IF ZZT-N\F

RMB’'000 RMB'000

AR%TR AREFIT

Current income tax in PRC AR E RIS R 154,133 196,449
Deferred tax (note 26) RIERIE (PIEE26) (16,371) (9,571)
Total tax charge for the year FATIES L4 137,762 186,878

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.
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

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% (2018: 25%) of the assessable profits of subsidiaries
of the Group as determined in accordance with the PRC Corporate
Income Tax Law.

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profits arising in Hong
Kong during the year, except for one subsidiary of the Group
which is a qualifying entity under the two-tiered profits tax rates
regime effective from the year of assessment 2018/2019. The first
HK$2,000,000 of assessable profits of this subsidiary is taxed at
8.25% and the remaining assessable profits are taxed at 16.5%.
Given that profits of this subsidiary were less than HK$2,000,000,
the statutory tax rate for the subsidiary in Hong Kong was 8.25%
(2018: 8.25%). No Hong Kong profits tax on this subsidiary has
been provided as there was no assessable profit arising in Hong
Kong during the year.

A reconciliation of the tax expense applicable to profit before tax
using the statutory rate for the country in which the Company and
the majority of its subsidiaries are domiciled to the tax expense at
the effective tax rate is as follows:

REFASEHSMRBRELESHNARARAM - A
KEBEAMNEINHENRERABRELEEME
R o

AEBEER25%(ZF—/)\F : 25%)HEER
R(RBEPECEMSTEET ) HHINBARE
R MR B E TS H A -

EEFIET TR FNEBR SR GRS
S AE16.5% (=T — )\ : 16.5% )R LKxHE -
EAREEN—RMB AR ZRRAFEE
—E-N\EFE/ CE-NERBEEREROR
THIFIGHHEFNEHNER - ZHBRAEE
2,000,000 JT B F& SR 5 55 T 128.25 % B 4 3 41
o HAERTURFBIR16.5% T REH - 4
%Y B A B A K 742,000,000 7T+ Bll#%
WEARREENEERER825%(ZFE—N
F 1 825%) - WEBZNBARNEEFEH
SHERME  HRERYEEEBELERTG
) o

ERRBRRADENRAR R REAZHHE AR
PiTBE B SR ) FE Bl R 5 B A0 B0 18 B S EAR B R A
T EMBERSHRNT -

2019 2018
—E-NF —E-)\F
RMB’'000 RMB’000
AR%ETR AREFT
Profit before tax R B4 A ) 545,210 726,971
Tax at PRC statutory tax rate of 25% #25% (ZF—/\F : 25%)H
(2018: 25%) FFEDEE B R EmeBiE 136,302 181,743
Tax effect of tax rate difference between e SR HNE 82 2 [H
PRC and overseas entities BEREZBEOBRETE (6,959) (10,736)
Profits and losses attributable to an associate H6& A A fE(G 1855 (1,934) 1,830
Tax losses utilised from previous periods BTHME ERANIEEE - (301)
Adjustments in respect of current tax of @1 HA
previous periods E T (1,784) 4,362
Expenses not deductible for tax TRAER B ENNE A 12,137 5,217
Tax losses not recognised RIERTIARE - 4,763
Tax charge at the Group’s effective rate RAREE BN EFETHIARX 137,762 186,878
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Notes to Financial Statements (Continued)

7J ﬁ%&%@ﬁﬁ& &)

31 December 2019 A —h&+=-A=+—H

2019 2018

—E-hEF —TN\F

RMB’000 RMB’000

ARET T ARBFT

Dividends declared 25k E 239,522 326,174
The board has recommended the payment of a final dividend EEgEREMBE_S-NAF+_A=1T—
of HK$0.11 (equivalent to RMBO.10) per ordinary share for the HIEFERNRBREGRERBRNET

year ended 31 December 2019, representing a total payment of
approximately RMB239,522,000 including RMB6,574,000 of a
dividend attributable to the repurchased shares held by the trustee
of the Group for a future incentive scheme, which is subject to the
approval of the Company’s shareholders at the forthcoming annual
general meeting.

The calculation of the basic earnings per share amounts is based on
the profit for the year attributable to ordinary equity holders of the
parent, and the weighted average number of ordinary shares in issue
during the year, as adjusted to reflect the rights issue during the
year.

The Group had no potentially dilutive ordinary shares in issue during
the years ended 31 December 2019 and 2018.

The calculations of basic and diluted earnings per share are based

(FBERARO107T) - HERIZINEEHA
K #239,522,000 c(BREAEEZT AR
KRB EFENEBRRMDELKREARE
6,574,0007T) © EEARHR S AFARTRER
FEERRBFERE L#E - FAMEER -

BREABNSBRFAG AR EARSHAA
RN R FAC BT EBRINEFERGTE -
F RS TR A R BLEAR 1B

HE_ T NFER-_ZT—N\F+-_A=+—H1
FE - AEBVEETHECHITLER -

BRERLEEBNOAETIER -

on:
2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
ARET T AREETFIT
Earnings a2
Profit attributable to ordinary equity FHEA BEREXRZRNZ
holders of the parent used in the basic NRIEBERFFEA
earnings per share calculation (& 407,448 540,093
Shares B
Weighted average number of ordinary FARFTEERELRAEF Z
shares in issue during the year used in FAEETERR
the basic earnings per share calculation DnHEF 2,317,728,500 2,363,155,140
Earnings per share: FIREF)
Basic and diluted (RMB) BERREE(ARET) 0.18 0.23

20194 R

AR ISR ERAR AR



Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Plant and Operating Motor Office Leasehold  Construction
Buildings machinery tools vehicles ~ equipment improvements  in progress Total
BT  HEREE Ee1R k- BRE e ERIR it

RMBOOD  RMBOO  RMBOOO  RMBO00  RMBOOO  RMBOOO  RMBOOO  RMB'O0O
ARRTR  ARBTx  ARMTR ARMTn ARMTR ARBTR ARMTx ARER

31 December 2019 ZE-AETZAZt-H

At 31 December 2018 and R-E-\Et-F=1-A

1 January 2019: RZF-nE-A-8:
Cost A& 524,116 273,601 86,403 18,862 26,107 11573 308,148 1,404,810
Accumulated depreciation 2iTE (68,585) (44,201) (36,449) (12,235) (8.481) (44,893) - (214,844)
Net carmying amount e 455,531 229,400 49,954 6,621 17,626 32,680 308,148 1,189,966
At1 January 2019, net of RZ5-NE-A-B-

accumulated depreciation TR2:HTE 455,531 229,400 49,954 6,627 17,626 32,680 308,148 1,189,966
Additions RE 33919 8,513 141 1,070 10,304 31,804 180,657 351,800
Depreciation provided Emtie

during the year & (31,987) (33,502) (15,791) @101 (5,961) (30,216) - (119,558)
Disposals HE 2,895 (4.207) (1.427) (d78) (90) (3,655) (60) (1.018)
Transfers ity 245713 31,539 1881 102 9,487 - (287,582) -
Transfers to intangible assets BRTREAE - - - - - - (5.800) (5.800)
At31 December 2019, WZ5-NE

net of accumulated depreciation ~ +=A=+-8>

NkZihE 704,931 305,803 46,090 504 31,366 30613 285363 1,409,390
At 31 December 2019: R-E-NE
TZA=1-A

Cost A 791,006 381472 95328 18,580 45,709 107,152 285,363 1,724,610
Accumulated depreciation ZHiE (86,075) (75,669) (49,238) (13,356) (14383) (76,539) - (315,220)
Net carrying amount BEFE 704,931 305,803 46,09 524 31,366 30613 285,363 1,409,390
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Notes to Financial Statements (Continued)

7J ﬁ%&%’%ﬁﬁ at (48)

31 December 2019 7 —NF+=—A=+—8
Plant and Operating Motor Office Leasehold ~ Construction
Buldings machinery tools vehicles equipment  improvements In progress Total
BF  HRREE EEIA NS BATE BE%E TRIE EeE)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR  ARETT ARETR ARETR ARETR ARETR ARETR
31 December 2018 “E-N\EtZA=t-A
At 31 December 2017 and RZE-tE+ZR=1-A
1 January 2018: k=5-N\§-A-R:
Cost A& 308,403 154,784 60,844 17133 11,666 74,691 396,048 1,023,559
Accumulated depreciation Z5HTE (59,382) (32,045) (28,542) (9873) (5,730) (48,959) (184,531)
Net carmying amount FREE 29,01 122,739 32302 7250 5,936 25732 396,048 839,028
At1 January 2018, net of NE-\E-A-R-
accumulated depreciation il agi 249,01 122,739 32302 7,250 5936 05,732 39,048 839,028
Additions HE 28,710 7,204 18,986 2486 11,607 28209 368,989 466,251
Depreciation provided Efatie
during the year & (21,292) (20737) (11.491) (309 (3,189) (20830) = (80,630)
Disposals i (13) (6,747) (1,236) (257) (15) (451) - (8719
Transfers et 199,105 126,901 11393 40 3286 - (340,925) =
Transfers to intanghble assets ~ EAZETAE - - - - - - (25,964) (25,964)
At31 December 2018, netof ~ RZE-/\EF
accumulated depreciation tZA=1+-8:
MRE5HTE 455,531 29400 49,954 6627 17,626 32,680 398,148 1,189,966
At 31 December 2018; RZE-\F+-R=1-B:
Cost i 524,116 273,601 86,403 18,862 26,107 71573 398,148 1404810
Accumulated depreciation ZiHE (68,585) (44.201) (36,449) (12,239) (8481) (44.893) - (214,844)
Net carmying amount EmsE 455,531 229400 49,954 6,627 17,626 32,680 398,143 1,189,966
As at 31 December 2019, the Group has yet to obtain property E—NE+-_A=1+—8 AEBELERH
ownership certificates for certain buildings with an aggregate net BREF(E 485 A R¥366,390,000T( —ZF— N\

book value of RMB366,390,000 (2018: RMB273,011,000). The
Group is still in the process of applying for the property certificates.

The Group pledged certain of its buildings to secure the Group's
government support funds which are included as other payables of

& AR¥273,011,000) ETETRER
EFTEHEE - AEBNERBEWMERE o

REFGREETET - LIS A E B BUTR
KET  MEBBAKBESERBE_T—N

RMB4,000,000 as of 31 December 2018, and nil as of 31 December F+ - A=+ BARRIEEMEMNTBARE
2019. The net carrying amounts of these pledged buildings 4,000,0007T * MBE=E—NLF+=-A=1+—
amounted to RMB3,978,000 as of 31 December 2018, and nil as of HAZ ZECEMEFRNEE_ZT—/\F+=

31 December 2019.

The current year additions of construction in progress included
approximately RMB1,406,000, which was the amortisation of land
lease payments during the construction period in 2019 (2018:
RMB1,502,000).

20194 R
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

The Group as a lessee

The Group has lease contracts for various items of properties and
motor vehicles used in its operations. Lump sum payments were
made upfront to acquire the leased land from the owners with lease
periods of 50 years, and no ongoing payments will be made under
the terms of these land leases. Leases of properties generally have
lease terms between 1 and 9 years. Motor vehicles generally have
lease terms of 12 months or less and/or are individually of low value.
Generally, the Group is restricted from assigning and subleasing the
leased assets outside the Group. There are several lease contracts
that include extension and termination options and variable lease
payments, which are further discussed below.

(a) Prepaid land lease payments (before 1 January 2019)

REBERERA
AEETAREEEANSENE L TENEE
BH - AREDREAEE —RENFIAREE R
BHEL  HEASF  MREZF LM
SRS - BT SBENERTR - MEEE
MEBBEEN FI129F - AEMNERETR12
EASKAT R SHERNEERE - —RME -
REETAAREEAINALTE RO BEESR
E - BRIRI A A TR R R L& EEM &
HMEMNRNBEESYD  EAFBFE—THRAN
T o

(a) ANTHBAERBR(ZB-—HIF-A—HZ

Al
RMB’000
ARBFT
Carrying amount at 1 January 2018 R-Z2—\F—A—-A8REE 113,884
Additions = 20,394
Amortisation capitalised as property, plant and

equipment during the year FAERMEAYE - BRE REEREE (1,502)
Recognised in profit or loss during the year FAREZEAER (1,052)
Carrying amount at 31 December 2018 R \F+-_A=+—HHNEEE 131,724

Current portion included in prepayments, other T ATERI IR - B EUGRIE K
receivables and other assets Hi EERRENF 5 (2,826)
Non-current portion IERBIE D 128,898
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Notes to Financial Statements (Continued)

7J ﬁ%&%’%ﬁﬁ at (48)

31 December 2019 7 —NF+=—A=+—8
The Group as a lessee (Cont'd) REBIERFEBA(E)
(b) Right-of-use assets (b) FREEE
The carrying amounts of the Group'’s right-of-use assets and FR - ANEBFHAEEENERMENRES
the movements during the year are as follows: T
Prepaid land
lease payments Properties Total
AN T EERE ES #st
RMB’000 RMB’000 RMB’000
ARBFIT AREFT ARBFT
As at 1 January 2019 RZZE—NF—H—H 128,898 731,344 860,242
Additions NE 24,406 268,637 293,043
Depreciation charge WeEER (3,542) (306,072) (309,614)
As at 31 December 2019 R-ZE—NEF
+=-—A=+—H 149,762 693,909 843,671

20194 R

The Group'’s leasehold land is located in Wuhan City of Hubei
Province, Dongguan City of Guangdong Province, Chengdu
City of Sichuan Province, Nantong City of Jiangsu Province,
Cangzhou City of Hebei Province and Qianjiang City of Hubei,
the PRC, with lease periods of 50 years.

During 2019, RMB1,406,000 (2018: RMB1,502,000) of
amortisation of the prepaid land lease payments was capitalised
as part of the construction costs of the factory in Dongguan
City, Nantong City, Chengdu City and Qianjiang City.

AEBHHEE AN P BRILERZ
W BEREARZED - WIEKET T
BamEm o TdbEAMNT Rt EET
m - HEIAS06F -

— N - TR L AR E A R
)\Eﬁzmosooom_:ﬂ\i AR
#1,502,0007T) EEARML BEET « B\
M~ BET BT RS RS AN —

£ e

EKP
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

The Group as a lessee (Cont’d)
(c) Lease liabilities

The carrying amount of lease liabilities and the movements

during the year are as follows:

REEERFERA (2)

() HE&E

FA - HERENREEREFHNOT

2019
—E-hE
Lease liabilities
HEAE
RMB’000
AR¥T R
Carrying amount at 1 January R—A—H/HERAE 659,538
New leases HE 213,134
Accretion of interest recognised during the year FRHERHF S8 32,123
Payments (NEN (248,761)
Carrying amount at 31 December R+ZA=+—BHKRE#E 656,034
Analysed into: DR -
Current portion mENEL S 219,486
Non-current portion JEMENEL 5 436,548
(d) The amounts recognised in profit or loss in relation to (d) REZABRNWHEHEHEERENT :
leases are as follows:
2019
—E-NF
RMB’000
AR¥T R
Interest on lease liabilities HEAENFE 32,123
Depreciation charge of right-of-use assets FHEEENITEER 309,614
Expense relating to short-term leases and other leases  E2%2 BfFH & & & T HHHA
with remaining lease terms ended on or before 31 R-BE—NF+-_A=+—H%
December 2019 (included in selling and distribution ZREREMAESBENRZ
expenses) GTABE R #HHAXR) 35,840
Variable lease payments not included in the FetAHEaENED
measurement of lease liabilities (included in selling TSR EHIAE
and distribution expenses) GTAE kD HMA) 57,220
Total amount recognised in profit or loss RIEBSAERNESEE 434,797
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The Group as a lessee (Cont’d)
(e) Variable lease payments

(f)

The Group leased a number of the retail stores and units that
contain variable payments based on the number of sales.
Many of the property leases within the Group contain variable
payment terms. Local management are responsible for store
margins. Accordingly, lease terms are negotiated by local
management and contain a wide range of payment terms.
Variable payment terms are used for a variety of reasons,
including minimising the fixed cost base for newly established
stores or for reasons of margin control and operational
flexibility. Variable lease payment terms vary widely across the
Group:

(1) the majority of variable payment terms are based on a
range of percentages of store sales;

(2) lease payments based on variable terms range from 0
to 20 per cent of total lease payments on an individual
property; and

(3) some variable payment terms include minimum or cap
clauses.

The overall financial effect of using variable payment terms is
that higher rental costs are incurred by stores with higher sales.
This facilitates the management of margins across the Group.

Variable rent expenses are expected to continue to represent a
similar proportion of store sales in future years.

The total cash outflow for leases and future cash outflows
relating to leases that have not yet commenced are disclosed in
notes 30(c) and 33(c) respectively, to the financial statements.

Notes to Financial Statements (Continued)
ARG sR R M EE (1)

31 December 2019 R=ZZE—hFE+=-A=+—8H

REBERFRA )

(e) FIHEEMNK
AEBERBHEHREEEREMERE
i BEAENK- AEEANRZY
XHEEBRSTENRIGER - EHWEEA
SHPENFBEAE - Bt - HEKRR
DIEEHNEEABDGE  BaZEH
R o AT E S BRARSRAR T R A9 R 1 458
R BREEREHNFEPENEEKRAE
BRANEREG REEREN - AEE
MR REEMRIERARAER

(1) FIERNFRIGEREAARE D TIRFFI 5 35
EFETRILLEME

(2) ERAEGERNEENFTIERERNK
HERH)0% E20% (1R T8 5 ¥ %
E) R

() BHABMRIERDE TRE LR G

o
N

ERAAENRIGRO BT BETERPIE
HEBERSHEEKARS - ERERRYEAE
BANMERETER

RREEF - R EHEMAEPIEHE
B L AR B R R E -

() HEmRentRBErENAAREES
B R RIR & H 2 B R B 715 3R 3R B =F
30(Q) %2 33(0 5 -

2019 2018

—E-hE —T-N\F

RMB’000 RMB’000

AR¥T T ARBFT

Prepayments for purchase of equipment BB REMTEN FRIE 20,963 25,889
Deposits for purchase of prepaid land lease  f# B ¥ 1 + 0 10 & 7518

payments FIRE S - 23,515

20,963 49,404
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Software Trademark Patents Total
g L v st
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT ARET AREFT
31 December 2019 “Z-hE
t=A=1-H
Cost at 1 January 2019, net of R-E-NF
accumulated amortisation —A—B/RA
Nk 2t 32,149 2,169 866 35,184
Additions during the year FRRNE 4,388 - 90 4,478
Transfers from construction in EEAFRTE
progress 5,800 - - 5,800
Amortisation provided FRFHRAEH
during the year (9,777) - (235) (10,012)
At 31 December 2019 RZE-NE
+=A=+-H 32,560 2,169 721 35,450
At 31 December 2019: RZZE—NF
+=A=1+-8:
Cost [N 50,668 2,169 1,375 54,212
Accumulated amortisation Rt (18,108) - (654) (18,762)
Net carrying amount REFE 32,560 2,169 721 35,450
31 December 2018 —E-N\F
+=A=+-H
Cost at 1 January 2018, net of RZF—N\F
accumulated amortisation —A—H/RA
Mk 2ty 4,843 2,169 950 7,962
Additions during the year FRRE 5,278 - 29 5377
Transfers from construction in BREERIR
progress 25,964 - - 25,964
Amortisation provided during the AR 4
year (3,936) - (183) 4,119
At 31 December 2018 RZZT—\F
+-A=+-"H 32,149 2,169 866 35,184
At 31 December 2018: R-ZZT—\F
TZRA=+-8:
Cost [ 40,585 2,169 1,329 44,083
Accumulated amortisation Rt (8,436) - (463) (8,899)
Net carrying amount REFE 32,149 2,169 866 35,184
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The Group's trademark is registered in the PRC and renewable
under local legislation. The Group intends to continuously renew the
trademark upon its expiry of registered protection duration and such
renewal is expected to be at little cost. The trademark is expected to
continuously contribute to the net cash inflow of the Group.

Impairment testing of other intangible assets —
trademark

The Group's trademark has an indefinite useful live and is allocated
to the Group’s Zhou Hei Ya Business, which is treated as a cash-
generating unit for impairment testing:

Zhou Hei Ya Business cash-generating unit

The recoverable amount of Zhou Hei Ya Business cash-generating
unit has been determined based on a value-in-use calculation using
cash flow projections based on financial budgets covering a five-year
period approved by senior management. The discount rate applied
to the cash flow projections is 13% (2018: 13%) and cash flows
beyond the five-year period are extrapolated using a growth rate of
5% (2018: 5%), which is the same as the long term average growth
rate of casual braised food industry.

The carrying amount of the trademark allocated to the cash-
generating unit of the operation of Zhou Hei Ya Business was
RMB2,169,000 as of 31 December 2019 (2018: RMB2,169,000).

Assumptions were used in the value-in-use calculation of Zhou
Hei Ya Business cash-generating unit for 31 December 2019. The
following describes each key assumption on which management has
based its cash flow projections to undertake impairment testing of
trademark:

Budgeted income — The basis used to determine the value assigned
to income is the average income achieved in the year immediately
before the budget year, increased for expected efficiency
improvements and expected market development.

Discount rates — The discount rates used are before tax and reflect
specific risks relating to the relevant unit.
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BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

AEEFERPEEMEREE WERESE - N
SHEENEERNEMREDE A EESE
MEBEERARFTLEEM - HRRHHE
HAREENRSRAFRELER °

Htt L EEARERR —B%

AEENESEHRGERERFH Y HEEAE
B EREET - BERHERBENET RS
WEELENT

BEBEKRESELEN
BRSNS A BB A AT IR E & 58 Ty AE A
BEMNE RS REEEERE A F MW
PEBEENREEREBAMETE - BARBEER
SEAMEIREA13% (=T —N\F : 13%)
MAFHMENESRERB%(ZT—/\F :
5% ) KGR EIME - BIKBIRERITEN R
TR RIER o

BE-_Z—hhF+-A=1t—"8 H»EELKE
FRREKRSELAEVAREZEAEAAR
#2,169,0007T (ZZF— /\4F : AR®2,169,000
JL) °

BROVANR-_ZE-NAF+-A=+—RERBX
BReELEMMNERBENE - TXHIEE
B AETRIRRE R A M E LR 2R EBIRAATK
BHEBETEMRR

BHERA - RNEERABENEESNEETR
HENFEMESN TR - At AHREKN
R IETIS R MG -

BRA R —FrRRREIR R BRBATRAER X - WRAR
BRMBEECNTERR -
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Notes to Financial Statements (Continued)

1) i‘“#&%@ﬁﬁ&(m )

31 December 2019 —hWE+=-A=+—H
2019 2018
—E-NF —ZE-N\F
RMB’000 RMB’000
AR¥T T ARETT
Share of net assets DMEEEFE 250,416 242,679
Particulars of the Company’s material associate are as follows: RARMERBEARFEET
Place Percentage of
incorporation voting power Principal activities
Name % TR L it B REEEAM TEEH
Shenzhen Tiantu Xingnan Investment FIMAEREEREEE L E PRC 40 Investment fund
Partnership (Limited Partnership) (BRAE)(RYImAE S ]) HE NEES

("Shenzhen Tiantu Xingnan”)

In March 2018, the Group, through an indirect wholly-owned RZZE-—N\F=A AEEEBEREZEM
subsidiary, entered into a partnership agreement with Shenzhen BARBERYREERERPL(ERERE) R
Tiantu Capital Management Centre (Limited Partnership) and AIKREHEZIRECE(BERER)TVEER
Shenzhen Tiantu Xing'an Investment Enterprise (Limited Partnership) & REKORYIMABEEE(—MEEES) -
to jointly form Shenzhen Tiantu Xingnan, an investment fund, ZK%I{’FZ%%&E’E\%/\ B REESEAAR
as a limited partner with an initial subscription amount of #500,000,0007C ' HZETEH XARBRTEN
RMB500,000,000, representing 50% of the total initial subscription 50% -

amount of this fund.

In March 2019, as a third-party limited partner newly invested into RZZE-—NF=R -  ARE=FEREZ AU
the fund with an initial subscription amount of RMB333,000,000, 1674 %8 AR#333,000,000T K A B AZ
the Group’s initial subscription amount of RMB500,000,000 — AEBEKYIARE ST ARE500,000,000
represented 37.51% of the total initial subscription amount of this TN E S VIR EREM37.51% °

fund.

In December 2019, as another third-party limited partner newly RZE—NF+ZA AR —F=FER
invested into the fund with an initial subscription amount of G % AU RE € 8 A K% 267,000,000 7T
RMB267,000,000, the Group's initial subscription amount KREBAZ—  AEENVERBESEA
of RMB500,000,000 represented 31.25% of the total initial R ¥ 500,000,000 T1H % &€ MERBAELN
subscription amount of this fund. 31.25% °

As at 31 December 2019,the Group has contributed RZE—NF+ZA=+—H xEEEE=Z
RMB250,000,000 to Shenzhen Tiantu Xingnan as of 31 December —NE+ZA=+t—HEmRYImAREREEH
2019, which accounted for 32.6% of total contributed capital of the H&E AR #250,000,0007T @ (B2 AR EHE
associate. TRHEEER)32.6% ©

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



The following table illustrates the summarised financial information
in respect of Shenzhen Tiantu Xingnan, adjusted for any differences

Notes to Financial Statements (Continued)

BA RS ERAR PRE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

TRAEAEERIITRERBHM B EBE
(EREFERREERMFELFHBEY BEAMBRE

in accounting policies and reconciled to the carrying amount in the AHIEEEEYEE) :
consolidated financial statements:
2019
—E-hE
RMB’000
AR®T
Current assets RENEE 199,806
Non-current assets FEREEE 577,559
Current liabilities mENaE (9,592)
Net assets BEFE 767,773
Proportion of the Group’s ownership RE B R A RELL B 32.6%
Carrying amount of the investments BRAKRENRAE 250,416
Revenue ek 56,725
Profit for the year F R F) 15,916
Total comprehensive income for the year FREEB AL 15,916
2019 2018
—E-NF —T-)N\F
RMB’000 RMB’000
AR¥T T AREETFIT

At cost: B

Raw materials ERE 299,476 278,250
Work in progress TR 7,003 6,299
Finished goods BIRK G 36,961 41,427
Packaging materials BEME 16,948 17,758

360,388 343,734
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

2019 2018

—E-hF —E-N\F

RMB’000 RMB’000

ARET T ARBFT

Trade receivables B F WA 35,405 30,866
Less: Impairment provision B RERE - -
35,405 30,866

The Group seeks to maintain strict control over its outstanding
receivables to minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the aforementioned
and the fact that the Group’s trade receivables related to various
diversified customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade receivables
are non-interest-bearing.

The ageing analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of loss
allowance, is as follows:

SR B = SR R B FE MR IR A S BRAR A2 - DA
BEREERRER - SRERETE RN BIE
o BN EXAT R ANEE R 5 EUGRIRE % [
TRAEFEENTE  BABEAKTEAR
o ARE EpLEE 5 U IRE T A
ERRmIEMIBEEE - ER PSR R -

BERRREZAHISNEZEEFAR(EN
REREE) IR

2019 2018

—E-NEF —T-N\&F

RMB’000 RMB’000

AR¥T T ARBFT

Within 3 months 3EAR 35,320 30,866
Over 3 months 3EAME 85 -
35,405 30,866

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. Majority 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.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements (Continued)

7J ﬁ%&%@ﬁﬁ& &)

31 December 2019 R=—Z—hE+-F=+—8H

31 December 1 January 31 December
2019 2019 2018
—E-hF —E-NEF —N\&F
+=A=+—H —A—H +=—A=+—H
RMB’000 RMB’'000 RMB’000
AR¥T R AREFT ARBFT
Prepaid property rents TEMERS 23,486 16,275 88,081
Advances to employees BT EEME LI 3,040 3,743 3,743
Advances to suppliers BT EETENR 9,269 8,999 8,999
Deductible input VAT AIHR TR IS E R 80,942 68,502 68,502
Current portion of prepaid land &1+t 7 & 718
lease payments FR g BRI 3,317 2,826 2,826
Others Hih 37,826 28,373 28,373
157,880 128,718 200,524
None of the above assets is either past due or impaired. The financial L EESEEETORE - A LllASR SR
assets included in the above balances relate to receivables for which B BB AN e R R SR O FEMGRIB B -

there was no recent history of default.

As a result of the initial application of HKFRS 16, prepaid lease
payments of RMB71,806,000 previously included in “Prepayments,
other receivables and other assets” were adjusted to the right-of-
use assets recognised at 1 January 2019 (refer to note 2.2 to the
financial statements for further details).

MR ERERBRBYBHREERE 165 - KAl
SEATTRNFOR - MR R A EE KR
T ERIBARKT1,806,000E AR AR =S
—NEFE-A-HERNEREEECE—FTFE
A2HMEmANE2.2) -

2019 2018
—E-NF —ZT-N\F
RMB’'000 RMB’000
AR®T T AREFIT

Other unlisted investments, HIE EMRE
at amortised cost (HREE SRR AR A) 438,724 -
Other unlisted investments, at fair value EMIE EMIRE (R AFERA) 322,137 626,756
760,861 626,756

The above unlisted investments at 31 December 2019 were
wealth management products issued by banks in Mainland China.
Structured deposits of RMB322,137,000 were classified as financial
assets at fair value through profit or loss as their contractual cash
flows are not solely payments of principal and interest. Structured
deposits of RMB438,724,000 with cash flows that are solely
payments of principal and interest are classified and measured at
cost.
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R -E-NE+-A=+—HMELTERE
AFBERRITETNERER - BRAESNA
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

2019 2018

—E-hE —TN\F

RMB’000 RMB’000

AR¥T T ARBFT

Restricted cash ZIREIR 210,024 4,000

As of 31 December 2019, restricted cash mainly represented deposits
for letters of guarantee, which are cash deposits paid to an overseas
commercial bank for a loan line of credit of USD30,000,000 with the
interest rate of 2.42% and will be returned upon the repayment of
the loan. As at 31 December 2019, no loan has been drawn.

As of 31 December 2018, restricted cash represented deposits for
letters of guarantee, which are cash deposits paid to a commercial
bank for construction commencement with the interest rate of 2.1%
and will be returned upon the completion of such activities.

All of the restricted cash of the Group were denominated in RMB as
of 31 December 2019 and 2018.

RZB-NF+ZR=1—0 ZRHRE
RIERERKRE - WWAFEEFE30,000,000
ENXMTFEINIERTHRERE XL
242% @ WHREFERKEE -R_T—NF
T-A=1t—8  BEEEAER -

E-N\F+ZA=+—H XRHHREE
HiRE - EARERP TN FREERITNR
- MER21% - WHNBEBRESHTKE

o

Mo B %
ME S OB|

R-BE-NFR_ZE-NF+_A=t+—H 'K
SEMEXRIREUAREE -

2019 2018

—F-hE —F-N\F

RMB’000 RMB’000

ARBTR ARETFT

Cash in transit EBREe 697 760

The cash in transit represents the sales proceeds settled by debit
cards or credit cards at the year end, which have yet to be credited
by the banks to the Group.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements (Continued)
ARG sR R M EE (1)

31 December 2019 R=ZZE—hFE+=-A=+—8H

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARBTFT ARBFT
Cash and cash in banks BRe RRTTIEEIER 190,306 106,029
Time deposits TEBITE R 1,046,684 1,565,064
1,236,990 1,671,093
Less: Time deposits with maturity over three & : =& A JA_FEIHIHY
months THER 1,046,684 1,565,064
Cash and cash equivalents BERBEEED 190,306 106,029
At the end of the reporting period, the cash and bank balances RBEER - NEBEUARBENRS RIR
and time deposits of the Group denominated in RMB amounted to TR EE SRR EBFERAAREA431,802,0007T
RMB431,802,000 (2018: RMB437,735,000). (ZZF—N\F : AR¥437,735,0007T) °
The RMB is not freely convertible into other currencies, however, ARBT e BB BMAHMERE - A - BiIEH
under Mainland China’s Foreign Exchange Control Regulations and Bl st SN B BR GBI ) R K RE - BB RSEE
Administration of Settlement, Sale and Payment of Foreign Exchange BHE)  AEE B RERELEINEXBH
Regulations, the Group is permitted to exchange RMB for other IRITIARE LR EmE
currencies through banks authorised to conduct foreign exchange
business.
Cash at banks earns interest at floating rates based on daily bank HRITEHRFRIRER G BRITERFI R4 ZENH)
deposit rates. The bank balances are deposited with creditworthy EEIMFE o RITHEMRTFENEESBEITEY
banks with no recent history of default. BRI R L HERTT
The carrying amounts of the cash and cash equivalents approximate R MReEEYHREERL A FERS -

to their fair values.
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

The ageing analysis of outstanding trade payables as at the end of REIRE BRI E [N AL E S ENK
the reporting period, based on the invoice date, is as follows: TEREREOITIT ¢
2019 2018
—EB-hEF —E-)N\F
RMB’000 RMB’000
ARETT ARETTT
Within 3 months =EAR 119,421 84,104
3 to 6 months =E=XEA 2,278 284
Over 6 months SNEAM E 182 75
Over 12 months +=@EAE 107 603
121,988 85,066
The trade payables are non-interest-bearing. B ENRIETEE o
2019 2018
—E-hEF —E-N\E
RMB’000 RMB’000
ARETT AREETTT
Refundable advances from customers A TIREMN R P TERGK 53,104 54,471
Payables for purchase of property,
plant and equipment BEYE  BEMEEERIE 62,888 79,497
Payables for operating leases KETHE R FIE 3,988 6,975
Payroll and welfare payable R TE REF 131,422 130,802
Other tax payables HAbERTIE 15,406 22,529
Deposits received from suppliers B EREEE RS 26,642 5,756
Freight BB 11,278 12,327
Other payables H b e 308 26,971 16,469
331,699 328,826
Other payables are unsecured, non-interest-bearing and repayable Hih et RIEREER A EAAKRENRE
on demand. E e

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



The movements in deferred tax assets and tax liabilities during the

year are as follows:

Notes to Financial Statements (Continued)

BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

FRARLERBEERMBRENZEBNT

Deferred tax assets ELEBIREEE
Accumulated Expenses  Government
losses accrued grants Others Total
RitER PGB BB Hits @t
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARBT T ARET T ARET R ARBT T ARET
At 31 December 2018 and at RZE—\F
1 January 2019 +-A=+-8k
“Z-nE—F—H 15,682 16,700 9,985 4,359 46,726
Deferred tax charged to profit or loss 4 % B 1825114 )
for the year (note 10) BRI (FFE10) 14,588 - 2,411 6,723 23,722
At 31 December 2019 RIE-NF+ZA
=t+—H 30,270 16,700 12,396 11,082 70,448
Accumulated Expenses Government
losses accrued grants Others Total
ZEHER JEEHHIX BB Hit, st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT ARETT ARETT ARETT
At 31 December 2017 and at RZB—+4F
1 January 2018 +-A=+-8k
—Z-\5—F—H 8,760 16,700 4,560 1,390 31,410
Deferred tax charged to profit or loss 4 % B 18251 )
for the year (note 10) ERBE(FEE10) 6,922 - 5,425 2,969 15,316
At 31 December 2018 R\
+-A=+-H 15,682 16,700 9,985 4,359 46,726
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

Deferred tax liabilities FEHEEE
Fair value
Depreciation adjustments of
allowance in structured
excess of deposits
related measured at
depreciation FVPL Total
ROFEFARSE
BHEBETEN STEMNEEM
HERE BFRZAFERE #Et
RMB’000 RMB’000 RMB’000
ARET T ARETT ARET T
At 1 January 2019 R-ZE—NF—A—H (9,383) (438) (9,821)
Deferred tax charged to profit or 5 A 5 825 14 £
loss during the year (note 10)  iEFERIIE(F13710) (6,324) (1,027) (7.351)
At 31 December 2019 R-T—NF
+—-A=+—~H (15,707) (1,465) (17,172)
Fair value
Depreciation adjustments of
allowance in structured
excess of deposits
related measured at
depreciation FVPL Total
RAFER ABR
B ARRA T EE Y FTERAEEE
TERE GFRZQTERER #aEt
RMB’000 RMB’000 RMB’000
ARETT AREETTT AREEFTT
At 1 January 2018 RZE—-N\F—-H—H (4,076) = (4,076)
Deferred tax charged to profit or A B 1Bz kR H)
loss during the year (note 10)  IEIEFIB(FHEF10) (5,307) (438) (5,745)
At 31 December 2018 RZZE—N\F
+=-—A=+—H (9,383) (438) (9,821)
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Deferred tax liabilities (Cont'd)

As of 31 December 2018, the Group had unused tax losses of
RMB15,903,000 available for offsetting against future taxable profits
in respect of subsidiaries in Mainland China, for which no deferred
tax assets have been recognised (2019: Nil). Deferred tax assets have
not been recognised in respect of these losses as they have arisen
in subsidiaries that have been loss-making for some time and it is
not considered probable that taxable profits will be available against
which the tax losses can be utilised. The available period of the
unused tax losses will expire in one to five years far offsetting against
future taxable profits.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors. The Group is therefore
liable for withholding taxes on dividends distributable by those
subsidiaries established in Mainland China in respect of earnings
generated from 1 January 2008. Under the current organisation and
operation structure, the Group's applicable rate is 5% to 10% (2018:
5% to 10%). The aggregate amounts of temporary differences
associated with investments in subsidiaries in Mainland China for
which deferred tax liabilities have not been recognised amounted to
approximately RMB2,695,082,000 as at 31 December 2019 (2018:
RMB2,277,266,000).

As of 31 December 2019, no deferred tax liability has been
recognised for withholding taxes that would be payable on
unremitted earnings of the Group’s subsidiaries established in
Mainland China (2018: Nil). In the opinion of the Directors, it is
not considered probable that these subsidiaries will distribute such
earnings to foreign entities in the foreseeable future.
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BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

EEMIEEEE)
HE-ZT—)/\F+-ZA=+—H0  ~EEFAH
55 P B kb B BB 1 B 2R 2R B ER B o 1) 9 AR B
AR EE A RE 15,903,000 T ( — 2 — N4 :
&) AT ERLERECHEBEELE - A5E
VWERZSEEERREHBEEE  BELRT
RBEEECZHBAREZ2EBRER  IRAT
KA B E A FERT s PR SR TEE 18 - BiR
SHARERBLET M = WARBAHIBEBENE
AHRER—ERFEm -

REFBESEAESFE - NP BRSNS
REPERBIMNGEESTRHREBHMNI0%
WIEHR - ZMEB ST N\F—F—BfRLER
FEAR S F+_A=+—HBRELNR
Fl o P E Rt ELE NG E E R R AEEET A
FRUUER - AIERERATEINRER « At - A%
EERNPERMAINZSHBRARIR-ZZ
NFE—A—BEAEAEFN MRS MTEN
i o \RIZB RIARME R AL - AEEREAR
RES%EI0%(ZZT—N\F :5%E10%) ° 1
—ZE-hFE+ZA=1+—08  BREPERHH
BAREHATERRECHBRENEREE
wEEE4) B AR 2,695,082,0000T (=& — )\4F :
ANE#2,277,266,0007T) °

BHE-ZT-NFt-H=1—H8 WABAEEH
TR PR B P 3 P SZ 9 Y 8 2 R ) R L 28 M FE AT Y
BHNMEREEHRRE( =T —/\F : &) -
EERR - ZEMBAREAARRKRT AR
FRINERDIKEBERN
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

2019 2018
—E-hF —E-N\F
RMB’000 RMB'000
AR¥T T AREEFIT
Non-current IERED 47,918 38,356
Current mEp 1,464 1,455
49,382 39,811
The movements in government grants during the year are as follows: FABFBEBIINT -
Non-current Current Total
IR E B st
RMB’000 RMB’000 RMB’000
ARBT T ARBT T AREFT
At 1 January 2018 RZZE—N\F—HA—H 36,938 902 37,840
Received during the year FRUER 3,030 - 3,030
Released to current portion B s Iy (1,612) 1,612 =
Released to profit or loss BErEiass = (1,059) (1,059)
At 31 December RZZE—N\EF
2018 +=-—A=+—H 38,356 1,455 39,811
At 1 January 2019 RZZE—NF—A—H 38,356 1,455 39,811
Received during the year FRUER 11,036 - 11,036
Released to current portion B mEE oy (1,474) 1,474 -
Released to profit or loss B=iEn - (1,465) (1,465)
At 31 December RZE—NF
2019 +=-—A=+—~H 47,918 1,464 49,382
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Notes to Financial Statements (Continued)
BRI EE ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

2019 2018
—E-hE —TN\F
RMB’000 RMB’000
AR¥T T ARBFT
Authorised: VEE
50,000,000,000 shares of USD0.000001 50,000,000,000/% &A%
each (2018: 50,000,000,000 shares of {20.000001EJTHIRZD
USD0.000001 each) (=ZZ— )\ : 50,000,000,000
f% A f50.000001 LK)
BR19) 306 306
Issued and fully paid: BETRARE
2,383,140,500 shares of USD0.000001 2,383,140,5008 &% A
each (2018: 2,383,140,500 shares of 150.000001 & TTHIAR 17
USD0.000001 each) (=ZZ—/\F : 2,383,140,500
N AR E{E0.000001E T H]
f&1%) 16 16
A summary of movements in the Company’s share capital is as RATRAEESPFENT
follows:
Number of shares Share Treasury
in issue capital shares
ERITROHE [ EERA
RMB’000 RMB’000 RMB’000
ARETTT AREFT ARBTFT
At 1 January 2018 RZZE—\F—H—H 2,383,140,500 16 -
Repurchase of shares (note) BEI A (D (M 5E) - - (263,525)
At 31 December 2018, RZE—N\F
1 January 2019 and +—-A=+—8"
31 December 2019 “Z-EFE-A-BRk
—E-NF
+=A=+—A 2,383,140,500 16 (263,525)
Note: 3T

The Company adopted the restricted share unit scheme (the “RSU Scheme”)
on 25 July 2018. During the period from 30 August 2018 to 24 October
2018, the Company purchased 65,412,000 of its shares on the Hong Kong
Stock Exchange for a total cash consideration of HK$299,998,000, equivalent
to RMB263,525,000. The purchased shares will be used as awards for the
participants in the RSU Scheme, and as of 31 December 2019, the purchased
shares have not been granted to employees and were presented as treasury
shares at cost.
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

The amount of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on pages 76 to 77 of the financial
statements.

Share premium

The share premium of the Group represents the amount paid by
shareholders for capital injection in excess of its nominal value.
Details of the movements in the share premium are set out in the
consolidated statement of changes in equity.

Merger reserve
The merger reserve of the Group represents the reserve arose from
reorganisation in previous years.

Statutory reserve

In accordance with the Company Law of the PRC, certain subsidiaries
of the Group which are domestic enterprises are required to
allocate a certain portion (not less than 10%) of their profit after
tax, as determined in accordance with the relevant PRC accounting
standards, to their respective statutory surplus reserves until the
reserves reach 50% of their respective registered capital. Subject
to certain restrictions set out in the Company Law of the PRC, part
of the statutory surplus reserve may be converted to increase share
capital, provided that the remaining balance after the capitalisation is
not less than 25% of the registered capital.

Exchange fluctuation reserve

The exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial statements of
the foreign subsidiaries.
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Major non-cash transactions

Notes to Financial Statements (Continued)
ARG sR R M EE (1)

31 December 2019 R=ZZE—hFE+=-A=+—8H

() TEFRERS

During the year, the Group had non-cash additions to NAEE  mWEHELHEmMS @ A&
right-of-use assets and lease liabilities of RMB213,134,000 EFAEEERTEEEENIERERE
and RMB213,134,000, respectively, in respect of lease o R A AR 213,134,000 T & A R ¥

arrangements for properties (2018: Nil).

213,134,0000(ZZ—\F : &) -

Changes in liabilities arising from financing (b) EXBRETENERBEE
activities
2019
—Z-hEF
Lease liabilities
HEAE
RMB’000
ARBFR
At 31 December 2018 R-E—N\F+-A=+—H -
Effect of adoption of HKFRS 16 KRB BV RS ERE 16T E 659,538
At 1 January 2019 (restated) RZZE-hF—-A—B(E=E3)) 659,538
Changes from financing cash flows BMERGREY (216,638)
New leases & 213,134
Interest expense FBERAZ 32,123
Interest paid classified as operating cash flows DEREERREZENFE (32,123)
At 31 December 2019 RZZE-NF+=-A=+—~H 656,034
Total cash outflow for leases () HEBRSRHARE
The total cash outflow for leases included in the statement of FFARSRERNEERRHABAT
cash flows is as follows:
2019
—E-NF
RMB’000
ARBFR
Within financing activities 25N EEESP (216,638)
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31 December 2019 R=ZZE—NFE+-A=+—H

At the end of the reporting period, the Group had no significant
contingent liabilities.

RBERAR - AEFBWBEAXARAE -

Details of the Group’s pledge of assets are included in note 13 to

BRAKREEEEROFS - SNMEHRRME

the financial statements. 130
(@) The Group had the following capital commitments (a) RIEHR  NEBE T HE A&
at the end of the reporting period: =
2019 2018
—E-NF —T)N\F
RMB’000 RMB'000
AR®T AREFT
Contracted, but not provided for: BEABEREE
Land and buildings T REF 237,803 181,569
Plant and machinery W= K ikes 41,263 47,750
Software B - 117
279,066 229,436
In addition, the Group’s undrawn capital calls to an associate is gEoh - REBRABE QAN RRENE S
as follows: mF
2019 2018
—E-NF ZZT-N\F
RMB’'000 RMB’000
AR%ETR AREFIT
Capital contributions payable to an &R —fE
associate e NTHE 250,000 250,000

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



(b) Operating lease commitments as at 31 December
2018
The Group leased certain of its properties under operating
lease arrangements. Leases for properties were negotiated for
terms ranging from one to nine years.

At 31 December 2018, the Group had total future minimum
lease payments under non-cancellable operating leases falling

Notes to Financial Statements (Continued)
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31 December 2019 R=—Z—hE+-F=+—8H

(b) R=F-—N\F+-A=1T—-HHE
EHEEARE
AEEREBEQEHERHEEETYE -
HENEBRORB—FENFAE -

RZZB-N\F+_A=1+—0 FEER
BAARESEEEHER THFHRIHNR

due as follows: REEBEENKBRELOT -
2018
—N\&F
RMB’000
AREEFIT
Within one year —FR 202,583
In the second to fifth years, inclusive —ERF(PEERWE) 302,825
After five years TR 3,935
509,343
(c) The Group has various lease contracts that have not yet (0 A*&EEBEETR=_ZE—NLF+=A
commenced as at 31 December 2019. The future lease =T —HARABHEEEGD - ZZFETAH

payments for these non-cancellable lease contracts are
RMB352,996,000 due within one year, RMB323,827,000 due
in the second to fifth years, inclusive and RMB1,959,000 due
after five years.

20194 R
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(a) Designation and relationship of related parties (a) BEBFAMBEAEEZR
Related parties for the years ended 31 December 2018 and HE-_ZEZE-—-N\EE_ZE—NLF+=A
2019 were as follows: =T —RIEFEMEB AT
Name Relationship
[ Lt 2[ES
Mr. Zhou Fuyu and Ms. Tang Jianfang Ultimate controlling shareholder
AR ERERESZLT BARPEAR AR R
Zhou Hei Ya Foods Joint Stock Limited Subsidiary controlled by the Controlling Shareholders

Company (“ZHY Foods")
FRBRERROBRAR(ERERM]) PERR AR A O BT BB X A

(b) Financing arrangements (b) BEEZHE
The following transactions were carried out with related EARARE T EITATARZ S ¢
parties:
Pursuant to the agreements between the Group and the IR IR AN SR B B AR AR 3R 2 BV 1% - It
controlling shareholders, Hubei Shiji Yuanjing leased seven tHaEEREE—_ET-—F+_A=1+—8H
stores for the year ended 31 December 2019 from the IEFE - aERBREHEECHPE - AR
Controlling Shareholders for its operation with periods of HO=FHHMNES - HEKRKBITHNA
approximately 3 years. The lease terms were mutually agreed HEHE °

between parties.

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



Notes to Financial Statements (Continued)

BA RS AR AL ()

31 December 2019 R=ZZE—hFE+=-A=+—8H

(b) Financing arrangements (Cont'd) (b) MEZHE)
For those seven stores, the leases of those stores should adopt MZELREAENS ZSEMENHEESR
HKFRS 16. The amount of rent payable by the Group under the R BE B TEREERF165E - HE-FT
leases was approximately RMB266,170 per month for the year —NF+_A=+—HILLFE  BIEZE
ended 31 December 2019. As of 1 January 2019, the Group HE AEEENESESBAFTANAR
recognised right-of-use assets of RMB7,016,000 and lease #266,1707 - HE-_ZE—NLF—H—H "
liabilities of RMB5,284,000. REBEMREAEEEARE7,016,0007T

20194 R

MEE&EARYS,284,0007T °

Amounts owed by the Group to
related parties

Related interest expenses

AEEENEHANE BEFEEX
31 December 31 December Year ended 31 December
+=A=+-H +=A=+-H BET-A=+-HLEE
2019 2018 2019 2018
“E-hE —Z-N\F “Z-hE —E-N\F
RMB'000 RMB'000 RMB'000 RMB000
ARETR ARETTT ARET T ARETT
Lease liabilities due tothe  FERHERL
Controlling Shareholders BREEEE 5,284 = 312 =
Due from the Controlling FEUERR
Shareholders RS - 2,29 - -

Amounts due from the Controlling Shareholders were interest-

s

free, unsecured and have no fixed terms of repayment. TEE

FEUERR IR AR RS~ EEA R ERE
HARR -

AR ISR ERAR AR



Notes to Financial Statements (Continued)
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31 December 2019 R=ZZE—NFE+-A=+—H

(c) Balances with related parties (c) EHEAEE T RYAEEER
The Group had the following significant balances with its REFEHAR - NEEHRERE A N3 E
related parties at the end of the reporting period: RNitgp
Due from the Controlling Shareholders: JE AR A% BR FR0E
2018
—TN\F
RMB’000
ARBFT
Mr. Zhou Fuyu and Ms. Tang Jianfang AEREERERSZLT 2,294
Amounts due from the Controlling Shareholders were interest- FEMIZER IR SR OB AR B~ IR R EEE R
free, unsecured and have no fixed terms of repayment. HABR -
The related party transactions in respect of the items related B A EBRE MBS AR IMEKEER S
to leases above also constitute connected transactions or FFEAER S (TR A EMRANE4AE) -
continuing connected transactions as defined in Chapter 14A
of the Listing Rules.
(d) Compensation of key management personnel of (d) XEEFEEEASNHMH :

the Group:

2019 2018

—E-hEF —ZET-N\F

RMB’'000 RMB’000

AR®T T AREBFT

Short term employee benefits RHEEET 8,270 8,558
Post-employee benefits BRER 2B A 748 619
Termination benefits BERET 409 -
9,427 9,177

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial statements.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements (Continued)
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31 December 2019 R=ZZE—hFE+=-A=+—8H

The carrying amounts of each of the categories of financial RIPEHIR - RESHTEAMERBELDT :
instruments as at the end of the reporting period are as follows:

2019 —E-NF

Financial assets EMEE

Financial
assets at fair
value through
profit or loss

designated

Financial as such

assets at upon initial
amortised cost recognition Total

RER

BREEE

R BEATLE

2% N5 FFABEN
TRIEE SREE et
RMB’000 RMB’000 RMB’000
AR®TT AR®TT AR¥TR
Trade receivables B S EWGRIE 35,405 - 35,405

Financial assets included FTATEREUE
in prepayments, other H h FEUCRIE )
receivables and other assets EMEENTSREE 11,166 - 11,166
Rental deposits HEZRS 86,333 - 86,333
Structured deposits EEMETR 438,724 322,137 760,861
Restricted cash ZREIR 210,024 - 210,024
Cash in transit EBrEE 697 - 697
Cash and bank balances Be MIRTTIF SR 1,236,990 - 1,236,990
2,019,339 322,137 2,341,476
Financial liabilities EHMAE

Financial
liabilities at
amortised cost
RE SR A
ARHNSmEE
RMB’000
ARET T
Trade payables B S ENFRIA 121,988
Financial liabilities included in other payables SFAHMENRIENEHEE 184,871
Lease liabilities HEBE 656,034
962,893
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Notes to Financial Statements (Continued)
B G sR R M EE (1)

31 December 2019 R=ZZE—NFE+-A=+—H

The carrying amounts of each of the categories of financial RIPEHR - RESHTEMNERELT : (&)
instruments as at the end of the reporting period are as follows:
(Cont’d)
2018 —ZE—N\&E
Financial assets SREE
Financial

assets at fair
value through
profit or loss

designated
Financial as such
assets at upon initial
amortised cost recognition Total
RER
BRI TE
R RIEATE
AR A BREY FrAB=H
SREE EREE HET
RMB’'000 RMB’'000 RMB’000
ARBTT AREETTT AREETTT
Trade receivables B S EWGRIE 30,866 = 30,866
Financial assets included FTAFER IR
in prepayments, other H e MR IE K
receivables and other assets HwEENSREE 10,725 = 10,725
Rental deposits HEZRe 83,221 = 83,221
Structured deposits EBMETER - 626,756 626,756
Due from the Controlling FENS A
Shareholders T 2,294 = 2,294
Restricted cash ZREBIRE 4,000 = 4,000
Cash in transit TEBrEE 760 - 760
Cash and bank balances RE RIBITEREL 1,671,093 - 1,671,093
1,802,959 626,756 2,429,715
Financial liabilities =R
Financial
liabilities at
amortised cost
RE SN
AR SR B &
RMB’000
AREETFTT
Trade payables B SRR 85,066
Financial liabilities included in other payables and accruals st AEMEMNFE R ETBRNSRIAEE 175,495
260,561

Zhou Hei Ya International Holdings Company Limited Annual Report 2019



The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that reasonably
approximate to fair values, are as follows:

Notes to Financial Statements (Continued)

7J ﬁ%&%@ﬁﬁ& &)

31 December 2019 R=—Z—hE+-F=+—8H

AEEEMTAZERERDAHECGREESRR
FHEBERIERINMT

Financial assets Carrying amount Fair value
tREE REE AVE
2019 2018 2019 2018
“E-0F —E-N\F —E-nF “E-N\E
RMB000 RMB'000 RMB'000 RMB'000
AR®TR ARBFL AR#TT ARBFT
Structured deposits measured at  $Z/A FAEEHEH)
fair value HREER 320,000 625,000 322,137 626,756
320,000 625,000 322,137 626,756

Management has assessed that the fair values of cash and bank
balances, cash in transit, restricted cash, structured deposits, rental
deposits, trade receivables, amounts due from the Controlling
Shareholders, financial assets included in prepayments, other
receivables and other assets, trade payables, financial liabilities
included in other payables and accruals due to a related party,
amounts due to the Controlling Shareholders and dividends payable
approximate to their carrying amounts largely due to the short term
maturities of these instruments.

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.

The Group invests in structured deposits, which were issued by banks
in Mainland China. The Group has estimated the fair value of these
structured deposits measured at fair value by using a discounted
cash flow valuation model based on the AAA rating bond yield and
the implied liquidity spread as at the issue date.

20194 R
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Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy

of the Group's financial instruments:

Assets measured at fair value

As at 31 December 2019

DNHERR
TEREREESRTANATEFEER

BATEIROAE

R-ZB-AF+=A=t—H

Fair value
measurement
using
AFEFERA
Significant
observable
inputs

(Level 2)
BERAEER
ABIE(BB=4R)
RMB’000
ARET T

Structure deposit measured at fair value through

profit or loss

BAFEF ARSEN

BT

322,137

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements (Continued)
ARG sR R M EE (1)

31 December 2019 R=ZZE—hFE+=-A=+—8H

Fair value hierarchy (Contd) NEEEHRE)
As at 31 December 2018 R-—ZE-N\F+=ZA=+—H

Fair value
measurement
using
AFEHERA
Significant
observable
inputs

(Level 2)
BEARAIERE
ABUR(FEZAR)
RMB’'000
AREEFTT

Structure deposit measured at fair value through BRATEFABRITEN
profit or loss EEIEER 626,756

During the reporting period, there were no transfers of fair value REEHRE - F—R(NERTISHNRE)EE —
measurements between Level 1 — quoted price in active markets and B(ERAEREAZIR) AT ETE ML RS
Level 2 — significant observable inputs and no transfers into or out of % BE=M(EART OB ASR) RS A Sk
Level 3 — significant unobservable inputs. i o
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31 December 2019 R =—ZE—NE+=-F=+—8H

The Group’s principal financial instruments comprise structured
deposits and cash and short term deposits. The Group has various
other financial assets and liabilities, such as trade and other
receivables and trade and other payables, which arise directly from
its operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The board of
directors reviews and agrees policies for managing each of these
risks and they are summarised below.

Foreign currency risk

During the years ended 31 December 2019 and 2018, the Group
had cash at banks denominated in foreign currencies, and was
exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to USD. Foreign exchange risk
arises from short term deposits in USD.

Details of cash and cash equivalents denominated in RMB as at 31
December 2019 and 2018 are disclosed in note 23.

The following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change in the USD and
RMB exchange rate, with all other variables held constant, of the
Group's profit before tax due to changes in the retranslated value of
monetary assets:

AEENTECRTABEEBUFRIARRE
KEHES - AREHEASZREMEREENA
& MEREENEXBNE S K EMEKTIR
AR B 5 K H AR IR -

rEEN ST EESN T ERMRAINERE
f;% &/}lb@ﬁiﬂ 2R E%@%*ﬁ&%i%
EEXIE'E%?H REIR - BN -

S7INEEE [ B
BE_Z-NAFR-_ZT-/\F+-A=+—HIt
FE $’§IEM§7I\%aﬂEE’JfE1ﬁEi + I R
EREKRRELNINERR  TERXTH
7 - SMERMRIK B IAKTTEHERNE BES -

HE-_Z-NEFER=_T—/\F+=-A=+—8"
DAREFENRE MRS SEWFBRM
234 FE -

TRITRIBERARETRARBERSIEAI5E
HE T AEBERHANE N B E (G b
BHERTE)

Increase/
(decrease) Increase/
in the US$ (decrease) in

exchange rate  profit before tax

EnERER S BRBADEFEM

(T&) OR4)
% RMB’000
% AREETTT
31 December 2019 E—hF+-ZA=+—H
If RMB weakens against USD EAREHETRE (5) -
If RMB strengthens against USD EAREBHETAE 5 =
31 December 2018 - )\F+-A=+—H
If RMB weakens against USD BEAREHETRE (5) 58,642
If RMB strengthens against USD BEAREN ETHE 5 (58,642)

Zhou Hei Ya International Holdings Company Limited
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Credit risk

The Group trades only with recognised and creditworthy third
parties and related parties. It is the Group's policy that all customers
who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is not
significant.

All the Group's cash and cash equivalents are held in major financial
institutions located in Mainland China and Hong Kong, which do
not have a recent history of default.

The carrying amounts of cash and bank balances, cash in transit,
restricted cash, structured deposits, amounts due from the
Controlling Shareholders, trade receivables and financial assets
included in prepayments, other receivables and other assets included
in the consolidated statement of financial position represent the
Group’s maximum exposure to credit risk in relation to its financial
assets. The Group has no other financial assets which carry
significant exposure to credit risk.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables) and
projected cash flows from operations.
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EEmEE

AR EERERA RSB LEOE=H R
%5 - AEBNRE AR REEERR S
MBI EERREILS - U5 REHHE
FEE - MAKEFFROEERRLTEAX -

AEENFRAERE MRS FEMHRPEAML K
FEMEMMENREN I ESREERS

REFEMBARRARATRMNER S RIRTTFREER -
EERE  XREBRE - ABUEER - BURIER
BRERFIR - B H RS RGATRNIR - Ht
R FIR R B EENE R EENREERRA
SERESREEMARNRAEERREE -
AEEYBEMHFTEREERBOSHEE -

REBES R

AEERAEEURPDESRETAEREES
BEREAR  ZTAZEIERIARERMEE
(W8 ZEMGRIA) 2 DI A R EB 2 AR SR

=

= -°

AR ISR ERAR AR



Notes to Financial Statements (Continued)
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31 December 2019 R=ZZE—NFE+-A=+—H

Liquidity risk (Cont'd)

The maturity profile of the Group’s financial liabilities as at the end

REBEEREMRE)
REBRBEPRRETORBIRIREEAE

of the reporting period, based on the contractual undiscounted TEmasEEsAnmT
payments, is as follows:
Group rEE
2019
—B-NE
Less than 3to0 12 1t05
On demand 3 months months years Total
REXR DPR=EA Z=Z+=fER —-Z1fF st
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
AR®T R ARBT T ARET R ARBT T ARBTR
Trade payables B HRENFE 2,567 119,421 - - 121,988
Lease liabilities MEGE 23,988 30,051 165,447 436,548 656,034
Financial liabilities included in other — &F A A {508 2
payables and accruals EAERNESRERE 184,871 - - - 184,871
211,426 149,472 165,447 436,548 962,893
2018
“T-N\F
Less than 3t012 1t05
On demand 3 months months years Total
BEX PR=EA  ZE+=fEA —Ehf st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT ARETFT ARETT ARETFT
Trade payables U RS 962 84,104 = = 85,066
Financial liabilities included in other  sF AR ER A K
payables and accruals EAEBENERARE 175,495 - - - 175,495
176,457 84,104 - - 260,561

Zhou Hei Ya International Holdings Company Limited
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Capital management

The primary objective of the Group’s capital management is to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares.

The Group monitors capital using a gearing ratio, which is interest-
bearing bank borrowings less cash equivalents divided by the total
equity. As at 31 December 2018 and 2019, the Group had no
interest-bearing bank borrowings and thus no gearing ratio was
calculated.

Since early 2020, the Group’s operation has been adversely affected
by quarantine measures imposed by the government to contain
the outbreak of the coronavirus. The Group has been paying close
attention to the impact of the situation on the operation and taking
all possible and reasonable measures to mitigate and limit the impact
on the Group’s operation. The Group has reopened a majority of
those temporarily closed retail stores since February 2020, and re-
launched production activities in its Central China processing facility
since early March 2020. As how the coronavirus outbreak will
continue is uncertain, the overall financial effect that the coronavirus
outbreak may have on the Group’s businesses cannot be reliably
estimated as at the date when the financial statements were
authorised for issue.

As further explained in note 2.2 to the financial statements, the
Group adopted HKFRS 16 on 1 January 2019 using the modified
retrospective approach. Under this approach, the comparative
amounts in the financial statements were not restated and continued
to be reported under the requirements of the previous standard,
HKAS 17, and related interpretations.
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31 December 2019 R=ZZE—NFE+-A=+—H

Information about the statement of financial position of the AARRBEHI RO BRI R BT -
Company at the end of the reporting period is as follows:

2019 2018
—E-hF —ZE-N\F
RMB’000 RMB’000
AR®T T ARET T
NON-CURRENT ASSETS FREEE
Investment in a subsidiary R—HBATMNEE 146,806 146,806
Total non-current assets FRBEELE 146,806 146,806
CURRENT ASSETS RENEE
Prepayments and other receivables TE A RIE K E A fE R 4,937 7,574
Cash and bank balances IBE MIRTTIE IR AR 1,192,017 1,545,910
Amounts due from subsidiaries FEUB B AT RIA 324,712 234,936
Total current assets REBEEHAE 1,521,666 1,788,420
CURRENT LIABILITIES ¥ =Ri=
Amount due to subsidiaries FERTHI B A B 35 3,244
Other payables and accruals HAb RN RIE R EE A 3,634 516
Total current liabilities BB ERE 3,669 3,760
NET CURRENT ASSETS TREEEFEHE 1,517,997 1,784,660
TOTAL ASSETS LESS CURRENT LIABILITIES A E ER A B & & 1,664,803 1,931,466
NET ASSETS EEFE 1,664,803 1,931,466
EQUITY s
Share capital f& 7 16 16
Treasury shares EFRHD (263,525) (263,525)
Reserves (note) s (M sE) 1,928,312 2,194,975
TOTAL EQUITY BIER 1,664,803 1,931,466
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Notes to Financial Statements (Continued)

7J ﬁ%&%’%ﬁﬁ at (48)

31 December 2019 R=—FE—hFE+—-A=+—H
Note: BT
A summary of the Company’s reserves is as follows: NATEER R AT -
Exchange
Share fluctuation Retained
premium reserve profits Total
BRAD R E BN RE RE R aat
RMB'000 RMB'000 RMB’'000 RMB'000
AREEFT AREFT AREFT ARBFT
Balance at 1 January 2018 RZZE-N\F
—A—H®4& 2,384,336 (110,482) 22,746 2,296,600
Total comprehensive income for &R 2 EW A L5
the year - - 43,636 43,636
Final 2017 dividend declared ER=ZT—tF
Xﬁﬂﬂx 2 (235,897) = - (235,897)
Translation from functional AL E®
currency to presentation BERZINEH
currency - 90,636 - 90,636
At 31 December 2018 RZT—N\F
+=-—A=+—H 2,148,439 (19,846) 66,382 2,194,975
Balance at 1 January 2019 RZZE—NF
—A—H8&E% 2,148,439 (19,846) 66,382 2,194,975
Total comprehensive income for R 2 EW A L5
the year - - 24,385 24,385
Final 2018 dividend declared ER=Z—/\F
Xﬁﬂﬂx g (326,218) - - (326,218)
Translation from functional A E®
currency to presentation RERZINER
currency - 35,170 - 35,170
At 31 December 2019 —E-hF
+—-—A=+—H 1,822,221 15,324 90,767 1,928,312

The financial statements were approved and authorised for issue by
the board of directors on 16 April 2020.

20194 R

MBHRER_F_TFMA A NAREESHE

RREEELT -

AR ISR ERAR AR



AFMBHME

For the year ended December 31,

BEt-A=+—HLEE

2019 2018 2017 2016 2015
ZE-NAF )\ T—+F ZT—RF —ZThLF
RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000
ARETR ARETT ARETET ARBTT ARETT
Revenue e 3,186,040 3,211,521 3,248,943 2,816,489 2,432,009
Gross profit EA 1,801,400 1,847,432 1,979,723 1,755,102 1,372,819
Profit before tax MRFR R A 545,210 726,971 999,414 963,366 748,188
Profit for the year attributable ViN/NETEZ Z =N
to owners of the Company FEAG T % 407,448 540,093 761,628 715,611 552,738
For the year ended December 31,
BE+-HA=t—HLEE
2019 2018 2017 2016 2015
—EB-NEFE ZT-)N\F ZZT—LtF ZT—RF ZT—hF
RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000
ARETR ARETT ARETET ARBTT ARETT
Assets EE
Non-current assets ERBEE 2,716,671 1,776,078 1,100,614 627,900 549,100
Current assets REEE 2,762,245 2,880,027 3,471,820 3,479,116 406,968
Total assets HEE 5478,916 4,656,105 4,572,434 4,107,016 956,068
Total equity g 4,238,409 4,125,707 4,000,673 3,595,571 384,982
Liabilities aE
Non-current liabilities FEREBEE 501,638 48,177 41,014 22,240 23,168
Current liabilities neaE 738,869 482,221 530,747 489,205 547,918
Total liabilities BEEsE 1,240,507 530,398 571,761 511,445 571,086
Net current assets/(liabilities) REEE(&afE)
HRE 2,023,376 2,397,806 2,941,073 2,989,911 (140,950)
Total assets less current liabilities @& ERREB A & 4,740,047 4,173,884 4,041,687 3,617,811 408,150

Zhou Hei Ya International Holdings Company Limited

Annual Report 2019
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