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FINANCIAL HIGHLIGHTS

* Revenue for the six months ended 30 June 2020 increased by approximately 1.8% or
RMB4.6 million to approximately RMB259.5 million as compared with the
corresponding period in 2019.

*  Gross profit for the six months ended 30 June 2020 decreased by approximately 41.3%
or RMB22.8 million to approximately RMB32.4 million as compared with the
corresponding period in 2019.

* Gross profit margin for the six months ended 30 June 2020 decreased by
approximately 9.1% from approximately 21.6% to approximately 12.5% as compared
with the corresponding period in 2019.

* Loss attributable to owners of the Company decreased from approximately RMB7.8
million for the six months ended 30 June 2019 to approximately RMB6.6 million for
the six months ended 30 June 2020.

* The Board does not recommend the payment of an interim dividend for the six months
ended 30 June 2020 (for the six months ended 30 June 2019: nil).




The board (the “Board”) of directors (the “Directors”) of Jia Yao Holdings Limited (the
“Company” or “Jia Yao”) is pleased to announce the unaudited condensed consolidated
interim results of the Company and its subsidiaries (collectively, the “Group”) for the six
months ended 30 June 2020 together with the comparative figures for the corresponding period
in 2019. The results for the current interim period have been reviewed by the audit committee
of the Company and the auditor, PricewaterhouseCoopers, in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants.

Unless otherwise stated, the financial information of the Company in this announcement was
stated in Renminbi (“RMB”).

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2020

Six Months ended 30 June

2020 2019
Unaudited Unaudited
Note RMB’000 RMB’000
Revenue 3 259,479 254,832
Cost of sales 4 (227,097) (199,677)
Gross profit 32,382 55,155
Distribution costs 4 (11,733) (23,313)
Administrative expenses 4 (26,324) (33,572)
Net impairment losses on financial assets (600) (223)
Other income 1,472 2,817
Other losses (3,738) (7,603)
Operating loss (8,541) (6,739)
Finance income 835 810
Finance costs (1,710) (2,562)
Finance costs, net (875) (1,752)
Loss before income tax 9,416) (8,491)
Income tax credit 5 1,889 480
Loss for the period (7,527) (8,011)




Six Months ended 30 June

2020 2019
Unaudited Unaudited
Note RMB’000 RMB’000
Loss attributable to:
— Owners of the Company (6,621) (7,836)
— Non-controlling interests 906) (175)
Loss for the period (7,527) (8,011)
Other comprehensive income
Currency translation differences 14 (339)
Other comprehensive income, net of tax 14 (339)
Total comprehensive loss for the period (7,513) (8,350)
Total comprehensive loss for the period
attributable to:
— Owners of the Company (6,607) (8,175)
— Non-controlling interests (906) (175)
Total comprehensive loss for the period (7,513) (8,350)
Loss per share from operations
attributable to owners of the Company
— Loss per share 6 (0.022) (0.026)
— Diluted loss per share 6 (0.022) (0.026)




CONDENSED CONSOLIDATED BALANCE SHEET

As at 30 June 2020

ASSETS

Non-current assets

Right-of-use Assets

Investment properties

Property, plant and equipment

Prepayment for property, plant and equipment
Deferred income tax assets

Current assets

Inventories

Trade and other receivables
Restricted cash

Cash and cash equivalents

Total assets

EQUITY

Equity attributable to the owners of the Company

Share capital
Other reserves
Retained profits

Non-controlling interests

Total equity

Note

As at As at
30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
49,017 49,904
9,535 9,959
110,392 114,988
2,975 2,246
7,264 5,375
179,183 182,472
150,727 148,275
162,827 153,377
50,108 84,300
62,450 75,899
426,112 461,851
605,295 644,323
2,382 2,382
169,536 169,522
33,925 40,546
205,843 212,450
46,414 47,320
252,257 259,770




LIABILITIES
Non-current liabilities
Lease liabilities, non-current

Current liabilities
Trade and other payables
Income tax payable
Borrowings

Lease liabilities, current

Total liabilities

Total equity and liabilities

As at As at

30 June 31 December

2020 2019

Unaudited Audited

Note RMB’000 RMB’000
491 832

491 832

9 229,929 325,450
1,850 2,518

120,000 55,000

768 753

352,547 383,721

353,038 384,553

605,295 644,323




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the six months ended 30 June 2020 (unaudited)

1

GENERAL INFORMATION

Jia Yao Holdings Limited (the “Company”) was incorporated as an exempted company with limited
liability in the Cayman Islands under the Companies Law of the Cayman Islands on 5 August 2013.

The Company and its subsidiaries (together, the “Group”) are engaged in the design, printing and sales of
paper cigarette packages and social product paper packages in Hubei Province, the People’s Republic of
China (the “PRC”) and trading goods including mainboard of cell phones.

The Company’s registered office is located at Second Floor, Century Yard, Circket Square, P.O Box 902,
Grand Cayman, KY1-1103, Cayman Islands, and the address of the principal place of business is No. 6
Qingdao Road, Dongshan Economic Developing District, Yichang, Hubei Province, the PRC.

The Company’s ordinary shares were listed on the main board of The Stock Exchange of Hong Kong
Limited on 27 June 2014.

This condensed consolidated interim financial information is presented in Renminbi, (“RMB”), rounded to
the nearest thousand, unless otherwise stated.

This condensed consolidated interim financial information has not been audited.
BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

This condensed consolidated interim financial information for the six months ended 30 June 2020 has been
prepared in accordance with HKAS 34, ‘Interim financial reporting’.

This condensed consolidated interim financial information have been prepared on an accrual basis and
under the historical cost convention except for certain financial instrument that have been measured at fair
value.

The condensed consolidated interim financial information should be read in conjunction with the annual
consolidated financial statements for the year ended 31 December 2019, and any public announcements
made by the Group during the interim reporting period.

Except as described below, the Group’s accounting policies applied in preparing the condensed consolidated
interim financial information are consistent with those policies applied in preparing the 2019 annual
consolidated financial statements.
2.1 Standards, amendments and interpretations effective in 2020
On 1 January 2020, the Group adopted the following new standards, amendments and interpretations.
The Group has not early adopted any other standard, interpretation or amendment that has been issued

but is not yet effective.

HKAS 1 and HKAS 8 (Amendments) Definition of Material

HKFRS 3 (Amendments) Definition of a Business

Revised Conceptual Framework for Conceptual Framework for Financial Reporting
Financial Reporting

HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform
(Amendments)

The adoption of new and amended standards and interpretations did not have any material impact on
the condensed consolidated interim financial information of the Group.
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2.2 Standards, amendments and interpretations that are not yet effective and have not been early

adopted by the Group in 2020

The following new standards and amendments to standards and interpretations have been issued but
are not effective for the financial year beginning 1 January 2020 and have not been early adopted:

Effective for annual
periods beginning

Standards Key requirements on or after

HKFRS 17 Insurance Contracts 1 January 2023

Amendments to HKFRS 10 and Sale or Contribution of Assets between To be determined
HKAS 28 an Investor and its Associate or

Joint Venture

The above new standards, amendments to existing standards and interpretations are effective for
annual periods beginning on or after 1 January 2023 and have not been applied in preparing this
condensed consolidated interim financial information. The impact of new standards and amendments
to standards and interpretations above is still under assessment by the Group.

3  SEGMENT INFORMATION

(a)

(b)

Description of segments and principal activities

The Group manages its businesses by divisions. In a manner consistent with the way in which
information is reported internally to the Group’s most senior executive management, being the chief
operation decision maker, for the purposes of resource allocation and performance assessment, the
Group’s reportable and operating segments are as follows:

Paper cigarette packages — design, printing and sale of paper cigarette packages

Social product paper packages — design, printing and sale of social product paper packages (including
packages for alcohol, medicines and food)

Trading goods — trade sales of goods including mainboards of cell phones

Segment revenue
Sales between segments are carried out at arm’s length and are eliminated on consolidation. The

revenue from external parties is measured in the same way as in the condensed consolidated statement
of comprehensive income.



The segment results for the six months ended 30 June 2020:

Revenue

Gross profit
Distribution costs

Segment results

Administrative expenses

Net impairment losses on financial
assets

Other income

Other losses

Finance costs, net

Loss before income tax

Six Months ended 30 June 2020

The segment results for the six months ended 30 June 2019:

Revenue

Gross profit/(loss)
Distribution costs

Segment results

Administrative expenses

Net impairment losses on financial
assets

Other income

Other losses

Finance costs, net

Loss before income tax

Social
Paper product
cigarette paper Trading
packages packages goods Total
Unaudited Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000 RMB’000
197,750 1,860 59,869 259,479
30,808 17 1,557 32,382
(11,369) (364) - (11,733)
19,439 (347) 1,557 20,649
(26,324)
(600)
1,472
3,738)
(875)
(9,416)
Six Months ended 30 June 2019
Social
Paper product
cigarette paper Trading
packages packages goods Total
Unaudited Unaudited Unaudited Unaudited
RMB’000 RMB’000 RMB’000 RMB’000
242,527 5,254 7,051 254,832
56,105 (1,129) 179 55,155
(22,562) (751) - (23,313)
33,543 (1,880) 179 31,842
(33,572)
(223)
2,817
(7,603)
(1,752)
(8,491)



(c) Segment assets by location

The total of non-current assets other than financial instruments and deferred tax assets, broken down

by location of the assets, is shown as follows:

Mainland China
Hong Kong

EXPENSES BY NATURE

Operating loss for the period has been arrived at after charging:

Staff costs:

Wages and salaries (excluding directors’ emoluments)
Directors’ emoluments

Welfare, medical and other expenses

Cost of inventories

Depreciation of property, plant and equipment
Transportation cost

Energy and water expense

Social entertainment expense

Real estate tax, stamp duties and other taxes
Professional service expense

Office expense

Operating lease rentals in respect of rented premises
Auditors’ remuneration

Amortisation of right-of-use assets

Other operating expenses

Total expense and losses

As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
171,919 177,097
171,919 177,097

Six Months ended 30 June

2020 2019
Unaudited Unaudited
RMB’000 RMB’000
21,849 32,152
789 510
1,684 2,803
24,322 35,465
213,090 178,622
6,076 7,058
6,409 8,841
4,324 4,890
3,778 11,418
964 2,232

543 1,614
1,326 1,807
835 903

665 765

887 869
1,935 2,078
240,832 221,097
265,154 256,562




5 INCOME TAX CREDIT

Six Months ended 30 June

2020 2019
Unaudited Unaudited
RMB’000 RMB’000
Current income tax

— PRC corporate income tax (i) - -

Deferred income tax
— Deferred tax assets 1,889 480
Income tax credit 1,889 480

(i) PRC corporate income tax (“CIT”)
The Company is not subject to any taxation in the Cayman Islands.

The subsidiaries incorporated in Hong Kong are subject to Hong Kong profits tax at the rate of 16.5%
(2019: 16.5%). Hong Kong profits tax has not been provided as these subsidiaries did not have
estimated assessable profit for the year (2019: none).

Hubei Golden Three Gorges Printing Industry Co., Ltd.* (I3t =8 ENH5 47 B2 7]) (“Hubei Golden
Three Gorges”) has been qualified as a High New Tech Enterprises according to the Corporate
Income Tax Law of the PRC and subject to a reduced corporate income tax (“CIT”) rate of 15% in
2020 (2019: 15%).

The remaining subsidiaries established in the PRC are subject to the PRC CIT rate of 25% (2019:
25%).

(ii) PRC withholding income tax
Under relevant tax laws and regulations, dividends distributed from the Company’s subsidiaries
established in the PRC (the “PRC subsidiaries”) to non-PRC tax resident Group entities shall be
subject to the withholding income tax at 10%. The Group plans to use the unremitted earnings of the
PRC subsidiaries up to 30 June 2020 and 2019 for reinvestment. No PRC withholding income tax was
provided for unremitted earnings of the PRC subsidiaries as at 30 June 2020 and 2019.
6 LOSS PER SHARE

(a) Basic loss per share

Basic loss per share is calculated by dividing the loss attributable to the owners of the Company by the
weighted average number of ordinary shares in issue during the period.

Six Months ended 30 June

2020 2019

Unaudited Unaudited

Loss attributable to the owners of the Company (RMB’000) (6,621) (7,836)
Weighted average number of ordinary shares in issue (’000) 300,000 300,000
Basic loss per share (RMB) (0.022) (0.026)
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(b) Diluted loss per share

Diluted loss per share for the six months end 30 June 2020 is the same as the basic losses per share.

DIVIDEND

The Board of the Company did not recommend the payment of an interim dividend for the six months ended
30 June 2020 (six months ended 30 June 2019: none).

TRADE AND OTHER RECEIVABLES

(a) Trade and other receivables

Trade receivables
Less: allowance for doubtful debts

Notes receivables
Deposits paid
Advance to employees
Payments in advance
Others

Total of trade and other receivables

The ageing analysis of the trade receivables based on invoice date is as follows:

0 to 90 days

91 to 180 days
181 to 360 days
Over 360 days

—11 =

As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
133,896 133,481
(864) (264)
133,032 133,217
17,070 8,377
6,034 6,517
2,962 3,028
3,666 2,194

63 44

29,795 20,160
162,827 153,377
As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
94,751 132,241
38,199 953
790 153

156 134
133,896 133,481
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(b) Trade receivables pledged

As at 30 June 2020, trade receivables amounting to RMB63,814,000 (31 December 2019:
RMB73,311,000) have been pledged as securities for the Group’s bank borrowings of

RMB120,000,000 (31 December 2019: RMBS55,000,000).

TRADE AND OTHER PAYABLES

Trade payables - due to third parties

Notes payables

Salary payables

Taxes payable

Other payables - due to related party
Others

Total trade and other payables

The ageing analysis of trade payables based on invoice date is as follows:

Up to 6 months
6 months to 1 year
1 year to 2 years

CAPITAL COMMITMENT

Property, plant and equipment

SUBSEQUENT EVENTS

As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
147,270 137,730
69,580 168,000
5,294 9,053
1,440 2,787
1,370 -
4,975 7,880
82,659 187,720
229,929 325,450
As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
134,737 136,024
11,046 234
1,487 1,472
147,270 137,730
As at As at

30 June 31 December
2020 2019
Unaudited Audited
RMB’000 RMB’000
1,687 4,490

As from 30 June 2020 to the date of this announcement, save as disclosed in this announcement, the Board

is not aware of any significant events requiring disclosure that have occurred.
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MANAGEMENT DISCUSSION AND ANALYSIS
MARKET REVIEW

In the first half of 2020, Coronavirus Disease 2019 (“COVID-19”) pandemic caused an
unprecedented decline in business activities, whereby the global economy suffered significant
contraction, leading to a demand shock as businesses and households cut back on spending.

In China, the implementation of lockdown measures in early 2020 dealt a heavy blow to the
manufacturing sector of the country. According to China’s National Bureau of Statistics,
China’s Gross Domestic Product (GDP) shrank by 6.8% year-on-year in the first quarter of
2020 as COVID-19 outbreak crippled economy. Chinese government imposed a complete
lockdown in the hardest-hit provinces, including Hubei where the Group’s operations are
located, for nearly two months. According to Hubei Provincial Bureau of Statistics, Hubei’s
GDP in the first half of 2020 dropped nearly 20% year-on-year. The decline in domestic
economy slowed the manufacturing output of tobacco products, thus posting negative impact
to the Group’s performance.

Meanwhile, the launch of the “Healthy China 2030 initiative by the Chinese government with
structural reform in tobacco industry has caused continual market consolidation and posed
challenges for all of its players. The stiff competition arising from the consolidation added
pressure to the Group. In response to such tough operating environment, Jia Yao continued to
draw on its expertise and reputation in maintaining close ties with its existing clients while
seizing business opportunities.

BUSINESS REVIEW

The Group is principally engaged in the design, printing and distribution of paper cigarette
packages in China and to a lesser extent, social product paper packages in the PRC. Hubei
Golden Three Gorges Printing Industry Co., Ltd* (i#db4x —BENE AR A F]) (“Hubei
Golden Three Gorges”), the Group’s primary subsidiary, has been established in China for
over 20 years. The Group provides paper cigarette packaging services for key cigarette brands
designated by the STMA. The Group has also diversified its business to social product paper
packages such as packaging for medicines, wines, food and other consumer goods by
leveraging its extensive experience and know-how in the cigarette packaging industry.

The Group strived to seek new business and development opportunities, and launched the
international trading operation. The operation established in Xiamen, Fujian Province mainly
focused on trading of cell phone accessories in Asia. We believe its promising market
potential and long-term return will become a new growth driver for our future profits.
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Sales and Distribution

The Group places great emphasis on product design and technology development, striving to
enhance its technological competitiveness by leveraging its design and development
capabilities. As at 30 June 2020, the Group’s clients included major provincial tobacco
industrial companies and non-provincial tobacco companies under China Tobacco Industry
Development Center* (*@ﬁg%?ﬁ)ﬁ*'b), which are located in Hubei, Sichuan,
Yunnan, Shaanxi, Henan and other provinces in China. For those existing clients, the Group
will strive, by taking advantage of its current status as an approved supplier, to expand to
other cigarette brands or sub-brands manufactured by those clients currently not designed and/
or printed by the Group into the Group’s product portfolio.

To promote the Group’s business strategy, the Group intends to set up sales offices in cities
where these major customers are located if there appears to be significant business potential.
Setting up sales offices near the Group’s major customers will enable the Group to maintain
good relationships with them and improve the Group’s after-sales service to enhance customer
satisfaction.

Product Development and Design

The Group will continue to invest in machinery and equipment to upgrade its production
plants and ensure the productivity is up to international standards. The management strives to
pursue cutting-edge technology in order to reduce production costs while maintaining or even
improving product quality.

Technology Development and Quality Control

The Group attaches high importance on product design and technology development, striving
to enhance its technological competitiveness by leveraging its design and development
capabilities, and continuing to commit resources to the upgrading of its product research and
development capabilities. During the period under review, the Group carried out regulated
operation in strict compliance with the ISO9000 quality system standards. Equipped with
state-of-the-art and comprehensive inspection equipment and devices, the Group has
formulated a complete institutional system that covers every single process for its products in
terms of the production flow, standards, record and appraisal for the quality management of
imported materials, processes as well as inspection of finished products and product delivery,
which in turn assures the continuous enhancement of product quality.

Cost Control

Due to the impact of the current rising prices of raw materials for paper packaging in the
industry, in order to keep the fluctuations in the prices of packaging raw materials under
effective control, the Group further improved the bidding process by selecting the top—
ranking suppliers with strength in the industry during the period under review for carrying out
strategic cooperation with the Group to hedge against price fluctuations together.
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The Group prepares the budget at the beginning of each year based on the sales forecast,
performs evaluation with reference to budget targets, determines standard costs of products
based on the actual costs, and formulates applicable procedures and workflows for regulation
purposes in order to implement cost control.

FINANCIAL REVIEW
Turnover

For the six months ended 30 June 2020, the turnover of the Group was approximately
RMB259.5 million, representing an increase of approximately 1.8% over the corresponding
period in 2019. Revenue from paper cigarette packages segment, social product paper
packages segment and trading goods segment accounted for approximately 76.2%, 0.7% and
23.1%, respectively. Due to the pandemic outbreak in China and the factory has been stopped
operation at most of the time in the first quarter of the year, the Group’s sales from paper
cigarette packages segment decreased by approximately 18.5% to RMB197.8 million and
social product paper packages segment decreased by approximately 64.6% to RMB1.9 million.
The Group kept expending its trading goods segment and the Group’s sales from trading
goods segment increased by approximately 749.1% to RMB59.9 million.

The following table sets forth the breakdown of the Group’s sales for the six months ended 30
June 2020:

For the six months ended

30 June
2020 2019 Change (%)
RMB’000 RMB’000 (approximate)
(Unaudited) (Unaudited)
Paper cigarette packages segment 197,750 242,527 -18.5%
Social product paper packages segment 1,860 5,254 -64.6 %
Trading goods segment 59,869 7,051 +749.1 %

Gross Profit

The Group’s gross profit decreased by approximately 41.3% from approximately RMB55.2
million for the six months ended 30 June 2019 to approximately RMB32.4 million for the six
months ended 30 June 2020. The Group’s gross profit margin decreased by approximately
9.1% from approximately 21.6% to approximately 12.5% as compared with the corresponding
period in 2019. The decrease in gross profit margin was primarily due to the decrease of sales
from the most profitable business of paper cigarette packages of the Group by approximately
18.5% during pandemic outbreak in China in the first quarter of the year and decrease in
average product price to major customers in Yunan, Henan and Heilongjiang markets during
the period under review.
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Distribution Costs

For the six months ended 30 June 2020, distribution costs comprise: (i) delivery expenses for
the transportation of the Group’s products to customers; (ii) staff costs and benefits relating to
the Group’s sales and marketing personnel; (iii) expenses incurred in customer hospitality
activities during the Group’s normal course of business; (iv) travelling expenses of the staff
incurred for the sales and distribution activities; (v) administrative expenses; and (vi) other
selling and distribution related expenses. The Group’s distribution costs decreased by
approximately 49.7% from approximately RMB23.3 million for the six months ended 30 June
2019 to approximately RMB11.7 million for the six months ended 30 June 2020. The decrease
of distribution costs was mainly due to the decrease of marketing and business travelling
expenses during the pandemic outbreak in China in the first quarter of the year.

Administrative Expenses

For the six months ended 30 June 2020, administrative expenses consist of (1) staff costs and
benefits relating to the Group’s administrative personnel; (ii) travelling expenses of
administrative staff; (iii) depreciation expenses; (iv) entertainment expenses of administrative
staff; (v) research and development expenses; (vi) office expenses; (vii) regulatory expenses;
and (viii) other expenses incurred in relation to the Group’s administrative operations. The
expenses decreased by approximately 21.6% from approximately RMB33.6 million for the six
months ended 30 June 2019 to approximately RMB26.3 million for the six months ended 30
June 2020. The decrease of administrative expenses was mainly due to the decrease of
research and development costs and staff costs during the pandemic outbreak in China in the
first quarter of the year.

Other Income

For the six months ended 30 June 2020, other income consists of non-recurring government
grant. The Group’s other income decreased by approximately RMB1.3 million to
approximately RMB1.5 million during the period under review due to the decrease of
government grant during the period under review.

Other Losses

For the six months ended 30 June 2020, other losses mainly consists of losses on disposal of
raw materials. The Group’s other losses decreased by approximately RMB3.9 million to
approximately RMB3.7 million during the period under review. The decrease of other losses
mainly due to the recognition of change in fair value of financial liability at fair value through
profit or loss for the six months ended 30 June 2019 (30 June 2020: nil).
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Finance Costs, net

For the six months ended 30 June 2020, net finance costs primarily consist of interest income
on bank deposits, interest payments on interest-bearing obligations. The net finance costs
decreased by approximately 50.1% from approximately RMB1.8 million for the six months
ended 30 June 2019 to approximately RMB0.9 million for the six months ended 30 June 2020.
The decrease of net finance costs was mainly due to the decrease of interest expenses of bank
borrowings during the period under review.

Income Tax Credit

The Group’s income tax credit increased by approximately RMB1.4 million from
approximately RMBO0.5 million for the six months ended 30 June 2019 to approximately
RMB1.9 million for the six months ended 30 June 2020 mainly due to the increase of net loss
incurred by a PRC subsidiary during the period under review.

Loss Attributable to Owners of the Company

As a result of the foregoing, the Group’s loss attributable to owners of the Company decreased
by approximately 15.5% from approximately RMB7.8 million for the six months ended 30
June 2019 to approximately RMB6.6 million for the six months ended 30 June 2020.

Trade and Other Receivables

Trade and other receivables increased by approximately 6.2% from approximately RMB153.4
million as at 31 December 2019 to approximately RMB162.8 million as at 30 June 2020. The
increase was mainly due to the increase of notes receivables from approximately RMBS8.4
million as at 31 December 2019 to approximately RMB17.1 million as at 30 June 2020.

Trade and Other Payables

Trade and other payables decreased by approximately 29.4% from approximately RMB325.5
million as at 31 December 2019 to approximately RMB229.9 million as at 30 June 2020. The
decrease was mainly due to the net effect of: (1) increase of trade payables from
approximately RMB137.7 million as at 31 December 2019 to approximately RMB147.3
million as at 30 June 2020; and (2) decrease of notes payables from approximately RMB168.0
million as at 31 December 2019 to approximately RMB69.6 million as at 30 June 2020.

LIQUIDITY AND FINANCIAL RESOURCES

The Group recorded net current assets of approximately RMB73.6 million as at 30 June 2020,
compared with net current assets of approximately RMB78.1 million as at 31 December 2019.
The Group maintained a healthy liquidity position during the six months ended 30 June 2020.
The Group’s operations were principally financed by internal resources and interest-bearing
borrowings during the period under review.
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As at 30 June 2020, the Group’s cash and cash equivalents, which were held mainly in
Renminbi and Hong Kong dollars, were approximately RMB62.5 million, compared with
approximately RMB75.9 million as at 31 December 2019.

Borrowings and Gearing Ratio

The Group’s interest-bearing borrowings were approximately RMB120.0 million as at 30 June
2020 (as at 31 December 2019: approximately RMBS55.0 million). The Group’s interest-
bearing borrowings were mainly denominated in Renminbi as at 30 June 2020 and 31
December 2019. The Group’s interest-bearing borrowings was repayable within one year. This
ratio is calculated as net debt divided by total capital. The gearing ratios are as follows:

As at As at
30 June 31 December
2020 2019
RMB’000 RMB’000
(Unaudited) (Audited)

Total borrowings 120,000 55,000
Less: cash and cash equivalents (62,450) (75,899)
Net debt 57,550 (20,899)
Total equity 252,257 259,770
Total capital 309,807 238,871
Gearing ratio (%) 18.6 % Not applicable

It is the policy of the Group to adopt a consistently prudent financial management strategy,
hence sufficient liquidity is maintained with appropriate levels of borrowings to meet the
funding requirements of the Group’s investments and operations.

Capital Expenditure

During the six months ended 30 June 2020, the Group’s total capital expenditure amounted to
approximately RMB2.4 million (for the six months ended 30 June 2019: RMB1.4 million),
which was mainly used in purchase of plant and machineries.

Treasury Policies

The Group adopted a prudent strategy towards the treasury and funding policies, and attached
high importance to the risk control and transactions directly related to the Group’s principal

business. Funds, primarily denominated in Renminbi and Hong Kong dollars, are normally
placed with banks in short or medium term deposits for working capital of the Group.
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Charge of Assets

The Group’s assets with the following carrying amounts have been pledged to secure general
banking facilities granted to the Group (including note payables and borrowings of the
Group):

As at As at

30 June 31 December

2020 2019

RMB’000 RMB’000

(Unaudited) (Audited)

Right-of-use assets 18,972 5,343
Property, plant and equipment 96,379 19,410
Trade receivables 63,814 73,311
Pledged bank deposits 50,108 84,300
229,273 182,364

Significant Investments, Material Acquisitions and Disposals of Subsidiaries and
Associated Companies

There are no significant investments, material acquisition and disposal of subsidiaries and
associated companies by the Group for the six months ended 30 June 2020.

Contingent Liabilities

As at 30 June 2020, the Group did not have any significant contingent liabilities (as at 31
December 2019: nil).

Foreign Exchange Risks

The Group’s transactions were mainly conducted in Renminbi, and the major receivables and
payables are denominated in Renminbi. Following the launch of international trading
operation in 2019, the Group has a relatively small exposure in US dollar.

The Group’s exposure to foreign currency risk related primarily to certain bank balances and
cash, trade and other receivables and trade and other payables maintained in Hong Kong
Dollars and US dollars. The Group did not use derivative financial instruments to hedge
against the volatility associated with foreign currency transactions and other financial assets
and liabilities arising in the ordinary course of business during the six months ended 30 June
2020. However, the Directors will continue to monitor foreign exchange risks and will take
prudent measure to minimise the same. The Group will consider hedging significant foreign
currencies when the need arises.
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PLACING OF CONVERTIBLE NOTES

On 15 September 2017, the Company entered into the placing agreement (the “Placing
Agreement”) with First Shanghai Securities Limited (the “Placing Agent”) pursuant to which
the Company conditionally agreed to issue, and the Placing Agent conditionally agreed to
procure placees (the “Placees” and each a “Placee”), on a best efforts basis, to subscribe for
convertible notes with the principal amount of up to HK$120,000,000 (the “Convertible
Notes”) at a consideration equal to the aggregate principal amount of the Convertible Notes,
and at the initial conversion price of HK$2.00 to HK$2.10 per Share (the “Placing”). The
initial conversion price was subsequently agreed by the Company and the Placing Agent to be
HK$2.025 per Share pursuant to the Placing Agreement (the “Conversion Price”).

Completion of the placing of Convertible Notes took place on 18 October 2017 pursuant to
which the Convertible Notes in the principal amount of HK$120,000,000 were issued to not
less than six Placees. To the best of the Directors’ knowledge, information and belief having
made all reasonable enquiries, each Placee and its ultimate beneficial owners is Independent
Third Parties. The net proceeds from the Placing, after the deduction of related expenses, were
approximately HK$117.0 million. The net proceeds from the Placing were intended to be used
as to approximately not more than 20% for general working capital of the Group, and as to
approximately not less than 80% for the Group’s development purposes in order to expand
into new areas including asset management and hospitality related businesses. Further details
of the placing of the Convertible Notes are as set out in the announcements of the Company
dated 17 September 2017, 26 September 2017, 4 October 2017 and 18 October 2017.

As disclosed in the announcement of the Company dated 23 April 2019, the net proceeds from
the placing of the Convertible Notes of approximately HK$17.3 million had been applied by
the Group as general working capital of the Group as of 23 April 2019. The remaining
proceeds in the amount of approximately HK$99.7 million remain unutilised (the “Unutilised
Proceeds”) as of 23 April 2019. In light of the contemplated expansion into new business area
of trading and related investment, the Board has resolved to reallocate the use of the
Unutilised Proceeds such that approximately 80% of which would be used for expansion into
new business area of trading and related investment while the remaining 20% would continue
to be used for general working capital of the Group.

The Convertible Notes matured on 17 October 2019. The Company has redeemed all the
Convertible Notes in the total amount of HK$120,000,000. Immediately prior to the
redemption of the Convertible Notes, approximately HK$3.0 million had been applied for
expansion into our trading goods segment and approximately HK$21.1 million had been
applied as general working capital. The remaining balance of approximately HK$92.9 million
had been fully utilized for redemption of the Convertible Notes.
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HUMAN RESOURCES AND REMUNERATION

As at 30 June 2020, the Group employed 525 employees (as compared with 570 employees as
at 31 December 2019) with total staff cost of approximately RMB24.3 million incurred for the
six months ended 30 June 2020 (as compared with approximately RMB35.5 million for the
same period of 2019). The Group’s remuneration packages are generally structured with
reference to market terms and individual performance. The Company adopted a share option
scheme as incentive to its Directors and eligible employees. In relation to staff training, the
Group also provides different types of programs for staff to improve their skills, develop their
respective expertise and showcase their potentials.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six months ended
30 June 2020 (for the six months ended 30 June 2019: nil).

FUTURE OUTLOOK

The COVID-19 outbreak has become a global issue curtailing business activities worldwide.
Uncertainties on the pandemic cast doubts on economic recovery. Although the pandemic
outbreak in China was largely under control within its borders in the second quarter of the
year and manufacturing activities has resumed growth as nationwide lockdowns has been
eased by the government, the Group expects the tobacco industry of the country will take a
longer time to revive.

Watchful of the volatility ahead, Jia Yao is cautious on the business outlook for the second
half of the year and will be extra vigilant. Currently, the Group’s top priority is to sustain its
competitive strength by continuously monitoring costs and cash level while streamlining work
processes in order to maintain its operational and cost efficiency.

Given the increasing commitment from the Chinese government to reducing cigarette
consumption, designs of cigarette package has become more important for cigarette brands to
attract consumers and increasing sales. The Group will continue to devote tremendous efforts
in product development and shift its product mix towards middle to high-end cigarette
packages, turning them into a major source of revenue. The Group will also sharpen its
competitive edge in new product design and printing, while exploring new markets to fortify
its leading position in the cigarette packaging industry.

Despite the immense challenges that the Group is confronted with, the management will spare
no effort to seize greater market share through tightening close, long-standing relationship
with existing customers and enticing new clients, developing new products to keep up with
market trends by leveraging Jia Yao’s highly experienced team.
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Capitalizing on the Group’s proven track record and established reputation in the industry, the
Group is also honing its capability to tender more new projects with its strategic bidding
approach to ensure steady business growth. The Group will continue to engage effective
development strategies, and explore more opportunities from different areas including but not
limited to international trading services and innovative cigarette products. In particular, the
management has seen the rise in demand for innovative cigarette products recently and
foresees a favorable trend in overseas cigarette market in the future.

While the Group’s business is on track for a gradual recovery, the management believes the
foundation of Jia Yao remain sound. The Group will continue to devise effective business
strategies and explore business opportunities ahead. The Group is confident that, with the
concerted effort of its management and entire staff, Jia Yao will maintain its market leadership
and create long-term value for shareholders.

CORPORATE GOVERNANCE AND OTHER INFORMATION
Competing Business and Conflicts of Interests

None of the Directors is engaged in any business which competes or is likely to compete with
the business of the Group, and none of them has any other conflicts of interests with the
Group.

Purchase, Sales or Redemption of the Company’s Listed Securities

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the
listed securities of the Company throughout the six months ended 30 June 2020.

Corporate Governance

The Directors recognise the importance of good corporate governance in management and
internal procedures so as to achieve effective accountability. The Company has adopted the
Corporate Governance Code contained in Appendix 14 the Listing Rules (the “Corporate
Governance Code”) as its own code on corporate governance and had complied with the
Corporate Governance Code for the six months ended 30 June 2020.

Model Code for Securities Transactions by Directors of Listed Issuers

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) set out in Appendix 10 to the Listing Rules as the code of conduct
regarding directors’ securities transactions. Having made specific enquiries of all Directors,
all Directors confirmed that they have complied with the code of conduct and the required
standard set out in the Model Code regarding directors’ securities transactions for the six
months ended 30 June 2020.
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Audit Committee and Review of Interim Results

The Company has established an audit committee (the “Audit Committee”) with terms of
reference aligned with the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules for the primary duties of reviewing and providing supervision on the financial
reporting process, internal controls and risk management systems of the Company. The Audit
Committee consists of three independent non-executive Directors, namely Mr. Wang Ping (as
Chairman), Mr. Zeng Shiquan and Mr. Gong Jinjun.

The interim financial results of the Group for the six months ended 30 June 2020 is unaudited
but have been reviewed by the Audit Committee, which was of the opinion that the preparation
of such results complied with the applicable accounting standards and requirements as well as
the Listing Rules and that adequate disclosures have been made. The Audit Committee has
also reviewed this announcement.

The results for the current interim period have been reviewed by the auditors of the Company,
PricewaterhouseCoopers, in accordance with Hong Kong Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the HKICPA.

PUBLICATION OF THE INTERIM RESULTS AND INTERIM REPORT

The announcement is published on the respective websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.jiayaoholdings.com). The Company’s interim
report for the six months ended 30 June 2020 will be despatched to the shareholders of the
Company and published at the aforementioned websites in due course.

By Order of the Board
Jia Yao Holdings Limited
Yang Yoong An
Chairman of the Board and Executive Director

Hong Kong, 19 August 2020

As at the date of this announcement, the Board comprises six Directors, namely:
Mr. Yang Yoong An as executive Director; Mr. Feng Bin and Mr. Yang Fan as non-executive
Directors; Mr. Gong Jinjun, Mr. Zeng Shiquan and Mr. Wang Ping as independent non-

executive Directors.

If there is any inconsistency between the Chinese names of the entities or enterprises
established in the PRC and their English translations, the Chinese names shall prevail.

*  For identification purposes only
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