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CORPORATE INFORMATION (CONTINUED)
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Bank of China Limited

Huzhou Branch

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

LEGAL ADVISER AS TO HONG KONG
LAW

Chungs Lawyers in association with DeHeng Law Offices
28/F, Henley Building

5 Queen’s Road Central

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Honworld Group Limited (the “Company”) and its subsidiaries (collectively,
the “Group” or “we”) are one of the leading manufacturers of condiment
products in the People’s Republic of China (the “PRC” or “China”). We
offer high quality and healthy brewed cooking wine as well as other
condiments, including naturally-brewed soy sauce, naturally-brewed
vinegar, soybean paste and fermented bean curd. In the first half of 2020,
we attained the following achievements:

1. We were awarded the “2019 Excellent Cultural Inheritance Enterprise
(2019 FEEH L EEA D Z) by Zhejiang Time-Honored Enterprises
Association (I L& ZFHREEHS);

2. We were awarded the “Model Enterprise for the Construction of
Integrity Management System in the Food Industry of Zhejiang
Province (MTARMIECEBEEERAEZRRENLE) by the
Zhejiang Food Organization (T T A R T 2B ),

3. According to the analysis and statistics on the offline market by
“FMCG Annual Guide Magazine (% JE & [E 5 #E7%)", our cooking
wine products have always maintained a relatively high market share
of over 12%; and

4. According to the data published by the China Condiment Association
in the “Top 100 Chinese Condiment Renowned Brands (7 B #5k &
ZRMEE10058)", sales volume and growth rate of our cooking
wine products have remained on top in the industry for six
consecutive years.

As condiment products related to people’s livelihood are daily necessities,
their market condition remained stable in spite of the outbreak of the novel
coronavirus (COVID-19) pandemic in the first half of 2020. While adhering
to prevention and control amid the pandemic, the Group actively adapted
to changes in the market. By upholding its fundamental principle of
“focusing on traditional cooking wine industry and refining other industries”,
the Group promoted its marketing reform and project construction in an
orderly manner centering around the sales target set at the beginning of the
year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

In the first half of 2020, the Group achieved a sales revenue of
approximately RMB299.7 million, representing a decrease of approximately
RMB102.5 million or around 25.5% from the same period in 2019. On one
hand, the decline in social activities, traffic control and the suspension of
upstream and downstream enterprises caused by the pandemic have
affected the production and sales activities of the Group’s products,
leading to a decrease of approximately RMB108.2 million or around 27.3%
in the supermarket and distribution channels as well as the catering
channels under development of the Group as compared with the same
period in 2019. On the other hand, due to the consumers’ shift to online
consumption patterns during the pandemic period, the sales of
e-commerce channels directly benefited from the growth of household
consumption. The sales of the Group’s e-commerce channels increased by
approximately RMB5.7 million or around 98.8% as compared to the same
period in 2019. The sales performance of the Group’s sales channels
began to show a gradual improvement in the second quarter.

In the first half of 2020, cooking wine products remained as the major
source of our revenue, accounting for approximately 67.8% of our total
revenue. In addition, with the gradual release of our production capacity of
SOy sauce, sales of our soy sauce products in the first half of 2020 were
approximately RMB59.8 million, accounting for approximately 19.9% of our
total revenue. In terms of market strategy, we continued the market
penetration strategy being implemented in 2019 with an aim to cope with
the adverse impact of the pandemic on the business environment by
strengthening our distribution network. We have maintained the number of
distributors at approximately 1,250, and fully extended the network to
cover fourth- and fifth-tier cities in 30 provinces, autonomous regions and
municipalities across the country. In order to cope with the aforementioned
market penetration strategy and to deal with the adverse effects of the
pandemic, the Group adjusted its product structure to increase the
proportion of sales of mid-end and low-end products with relatively lower
gross profit margins. As a result, the gross profit margin of the Group’s
products decreased from 51.3% as of 30 June 2019 to 45.7% as of 30
June 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

The profit attributable to ordinary equity holders of the parent company of
the Group was approximately RMB42.3 million (30 June 2019: RMB99.3
million), representing a decrease of approximately 57.4% as compared to
the corresponding period of 2019, mainly due to the impact of the
aforementioned decline in revenue and gross profit. In view of the growing
demand of our customers and the anticipated sales growth of soy sauce,
rice vinegar and fermented bean curd products brought by the further
development of the sales channels, we consider that a rich and diversified
condiment products portfolio would be more beneficial to the business
development of the Group in the coming years. Thus, we are pursuing in-
depth development for the industry chain of the Group’s condiment
products at multiple levels, thereby establishing Lao Heng He as a
diversified condiment manufacturer with cooking wine as a dominant
product.

Our profitability mainly depends on product pricing and our cost of sales,
marketing strategy and the product structure and mix. We are actively
monitoring any potential risk factors that may have impact on our financial
results, and trying to mitigate any upward pressure on costs and expenses
with more efficient operation, higher profit margins and better product mix
and sales channels. The Group faces certain risks in its business
development, including: (1) the risk of significant increase in production
costs, such as the increase in the prices of subsidiary agricultural products,
packaging cost or labour cost; (2) the negative impact on our revenue due
to changes in customers’ spending habits in condiment products; (3) the
greater-than-expected increase in market expansion costs and selling
expenses; (4) the possible failure of our new products to obtain market
recognition in the short run; (5) the more complicated sales policies and
credit terms management due to the rapid increase in the number of
distributors; and (6) the adverse effects of the ongoing COVID-19
pandemic.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

GOALS AND STRATEGIES

As the pandemic has intensified the fierce competition in the condiment
market, we will adhere to a consumer-oriented sales strategy. By
“diversifying” resources to develop products for different sales channels,
we are committed to achieving higher customer loyalty. We focus on
providing consumers with safer and healthier naturally-brewed condiment
products.

Our business goal is to enhance our position in the condiments industry by
leveraging on our leading position in the cooking wine industry to diversify
the sales channels and conduct sales of portfolio products. On one hand,
we will further increase the input in establishing the marketing team and
training our staff. On the other hand, we will enrich the product structure of
the Company and offer a variety of high-quality products commensurate
with the spending power of the general public. In respect of the expansion
of distributors, we will continue to cooperate with capable distributors
through our diversified sales channels, and continue to actively improve the
market share of our “Lao Heng He” brand in the PRC market.

In view of the new spending habits due to the pandemic, we also actively
accelerated the development of new retail channels and enriched our online
products. A batch of new platforms with strategic cooperation have been
formed, such as the online platform of KA (Key Account) malls and
supermarkets, the community e-commerce platform, and the e-commerce
platform for group-buying members, which achieved multi-dimensional and
full coverage of promotional effects through live stream videos, short movie
clips and etc. In addition, we also strived to activate the linkage of social
e-commerce and the community and create a community distribution
model for all shopping guides.

We always pay close attention to and actively address any risks that may
come along with the growth of business. In the first half of 2020, we
released the vitality of the marketing team by reforming its staffing in
response to the possible negative impact caused by the incompetence of
our sales teams in the sales of the Group’s products under the influence of
the pandemic. Meanwhile, we also continue to further strengthen the credit
risk management of customers by strengthening credit approval and
establishing an information sharing platform for distributors to deal with the
risks caused by the pandemic.

“LLao Heng He” strives to become a preferred choice of consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

FINANCIAL REVIEW B % [ R
Overview BE
The key financial indicators of the Group are as follows: RNEF T EHFEIEENT -
Six months ended 30 June Period-to-
BEASA=THLEREAR period
2020 2019 change
—EZERF —E-NF REAE B
RMB’000 RMB’000

ARBFR ARETT

Income statement items WzREE
REVENUE WA 299,678 402,218 (25.5%)
Gross profit EF 136,813 206,226 (33.7%)
Profit attributable to owners NAREE AELEFE
of the Company 42,335 99,339 (57.4%)
EBITDA BRAE - BIE - TER
8 A A 111,826 178,713 (37.4%)
Earnings per share (RMB cents) (note a) & EF| (ARE D) (Hista)
— basic and diluted — EARRE#E 7.3 17.2 (57.6%)
Selected financial ratios EaRidp gz
Gross profit margin (%) FEHE (%) 51.3% (10.9%)
Net profit margin attributable to owners — ANA & #E A A FE(RFF X (%)
of the Company (%) 24.7% (42.9%)
EBITDA margin (%) BRAE - TE - ER
BEERTFEZE (%) 44.4% (16.0%)
30 June 31 December Period-to-
2020 2019 period
—EoEF —E-NF change
AB=+H +t=ZA=+—H REEE
RMB’000 RMB’000

AR¥T T ARET T

Gearing ratio (note b) ERBELE(HFEDb) 31.8% (3.8%)

Notes: BT

(@)  Please refer to note 8 to the financial statements for the calculation of earnings (@) BESKRANNHETE - H2RMBREMES -
per share.

(b)  The gearing ratio is based on net debt divided by total equity and net debtas ~ (0) RZZE_ZFFXA=1H  EXRBELTRFER

at 30 June 2020. Net debt includes total debt net of cash and cash BroAfE s fOREBFHE - FEBREREHRR
equivalents. Total debt includes trade payables, other payables and accruals, ENREFEY - REBEERNE SR - Hil
lease liabilities, interest-bearing bank and other borrowings and other long- ERNRKETEE  HEaE  FHRRTREME
term liabilities. BAREMRAEE -

EENBEERAT —2-BERERE 09
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Revenue

The revenue of the Group decreased by 25.5% from RMB402.2 million for
the six months ended 30 June 2019 to RMB299.7 million for the
corresponding period of 2020. This weak performance was primarily
caused by the impact of COVID-19. The traffic control and decline in social
activities caused by the pandemic has affected the business and operations
of the Group and resulted in disruption to our customers, suppliers and
staff.

Revenue from the Group’s cooking wine products decreased by 28.1%
from RMB282.5 million for the six months ended 30 June 2019 to
RMB203.1 million for the corresponding period of 2020, primarily due to
the abovementioned impact of COVID-19.

Revenue from the Group’s soy sauce products decreased by 11.1% from
RMBG67.3 million for the six months ended 30 June 2019 to RMB59.8
million for the corresponding period of 2020, mainly attributable to the
increase in the sales volume of soy sauce, as a result of the combined
effect of our expansion of production capacity of soy sauce products and
the abovementioned impact of COVID-19.

While introducing new products to the market, we have also continued to
adjust our product portfolio of rice vinegar and other products by reducing
the production volume of underperforming products during this period. As
a result, the revenue from rice vinegar and other products decreased by
29.8% from RMB52.4 million for the six months ended 30 June 2019 to
RMB36.8 million for the corresponding period of 2020.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, decreased by 16.9% from RMB196.0 million for
the six months ended 30 June 2019 to RMB162.9 million for the
corresponding period of 2020, primarily attributable to decrease in revenue.

Gross Profit and Gross Profit Margin

The Group’s gross profit decreased by 33.7% from approximately
RMB206.2 million for the six months ended 30 June 2019 to approximately
RMB136.8 million for the corresponding period of 2020, and the gross
profit margin decreased from 51.3% for the six months ended 30 June
2019 to 45.7% for the corresponding period of 2020. The decrease in
gross profit margin is primarily due to the combined effects of the
adjustment of product structure and the increase in proportion of sales of
mid-end and low-end products with relatively lower gross profit margins.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Other Income and Gains

Other income and gains increased by 16.0% from approximately RMB7.5
million for the six months ended 30 June 2019 to approximately RMB8.7
million for the corresponding period of 2020. Other income and gains
primarily include government subsidies received, gains from sales of
materials and interest income. The increase in other income and gains for
the period was primarily due to the increase in interest income.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, travelling expenses, and remuneration for our sales
employees. The Group’s selling and distribution expenses decreased by
11.1% from approximately RMB32.5 million for the six months ended 30
June 2019 to approximately RMB28.9 million for the corresponding period
of 2020. The Group’s selling and distribution expenses as a percentage of
the Group’s revenue increased from 8.1% for the six months ended 30
June 2019 to 9.6% for the corresponding period of 2020, primarily because
the Group did not reduce the size of the sales team considering the need
for future business growth.

Administrative Expenses

Administrative expenses decreased by 5.4% from approximately RMB35.2
million for the six months ended 30 June 2019 to approximately RMB33.3
million for the corresponding period of 2020, mainly due to the combined
effect of the following two factors: (i) decrease in research and development
expenses; and (ii) decrease in salary of the Group’s management
personnel.

Finance Costs

Finance costs increased by 10.8% from approximately RMB28.6 million for
the six months ended 30 June 2019 to approximately RMB31.7 million for
the corresponding period of 2020. The increase in finance costs is primarily
attributable to the increase in average borrowing amount.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Profit before Tax

As a result of the foregoing, the profit before tax decreased by 58.7% from
approximately RMB117.3 million for the six months ended 30 June 2019 to
approximately RMB48.4 million for the corresponding period of 2020.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2019: 25%) on the
taxable profits, in accordance with the existing legislation, interpretations
and practices. Pursuant to the approval from the National Office of Leading
Group for Administration of Hi-tech Enterprise Recognition (& Bl & %7 % 1i7
TERTERE TEEE /P AE), Huzhou Laohenghe Brewery Co.,
Limited (J# /N 2 18 # B 3& & R 2 7)) and Huzhou Lachenghe Wine Co.,
Limited (M Z1EFB B R R 7)), both being wholly-owned subsidiaries
of the Company, were granted the “New and Advanced Technology
Enterprise” (& #1122 ) qualification and were entitled to the preferential
tax rate of 15% for three consecutive years commencing from 2019.

Income tax expenses decreased by 65.9% from approximately RMB17.9
million for the six months ended 30 June 2019 to approximately RMB6.1
million for the corresponding period of 2020, mainly due to the decrease in
profit before tax.

Earnings per Share Attributable to Ordinary Equity
Holders of the Company

Basic earnings per share decreased from RMB17.2 cents for the six
months ended 30 June 2019 to RMB7.3 cents for the corresponding
period of 2020, mainly due to the decrease in net profit caused by the
reasons stated above.

Net Profit Margin

Net profit margin dropped by 10.6 percentage points from 24.7% for the
six months ended 30 June 2019 to 14.1% for the corresponding period of
2020, which was mainly attribute to the decrease in gross profit margin as
a result of the aforesaid reasons.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

FINANCIAL AND LIQUIDITY POSITION
Working Capital Management

Prepayments

Details of prepayments as at 30 June 2020 and 31 December 2019 are as

follows:

MBRREBEEMN]
EEETEE
BEHE

RZZE_ZTEFNA=Z+BE=-_ZTE—NF+=A

=+ AMBENFIEFIFNAT

Prepayments for non-current assets JEmENE EMTEN IR
Prepayments for procurement of base wine
and condiment products
Prepayments for procurement of
raw materials

Other prepayments

BREB R BV AN 5R0R

H i FE IR

SR ST R B @ TN 2

30 June 31 December

2020 2019

—ECEF —ZT-NF

ANA=+H +=ZA=+—H

RMB’000 RMB’000

AR®T T AR®ETF T

Notes (Unaudited) (Audited)
B5E (REER) (FeE=Z)
(i) 313,157 315,345
(ii) 66,221 68,567
(iii) 89,564 128,465
2,643 4,965

471,585 517,342

(i)

(i)

Prepayments for non-current assets primarily included the following
two aspects: (1) prepayments to equipment manufacturers in respect
of customised equipment for the Group; and (2) prepayments to the
main contractor pursuant to the master construction contracts. The
directors estimated that RMB109.6 million and RMB203.6 million of
the prepayments for non-current assets would be settled in a period
of 12 months and 24 months upon commencement of the
corresponding construction/installation projects, respectively.

Prepayments for procurement of base wine and condiment products
primarily included prepayments for procurements of base wine and
condiment products from an independent third party manufacturer
under a poverty alleviation program led by China Development Bank
Zhejiang Branch.

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

(i)

(i)

FRBEENENFBAIZENTMET
| ()AAREEFREMARERERTE
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TEHFEEMINMEMNFR - EFHE
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
S [E57sm M i (&)

Trade Receivables

Trade receivables primarily represented the receivables for goods sold to
the distributors. Trade receivables turnover days increased from 92 days
for the year ended 31 December 2019 to 155 days for the six months
ended 30 June 2020, which is attributable to the combined effect of the
impact brought by COVID-19 and the Group’s temporary relaxation of the
credit period for some customers with long-term cooperation intentions to
consolidate customer base under the sales expectations from customers.

Inventories

Inventories increased from approximately RMB1,403.7 million as at 31
December 2019 to approximately RMB1,500.3 million as at 30 June 2020
primarily due to an increase in work in progress. A substantial part of our
inventories are work in progress, mainly represented by semi-finished base
wine, base soy sauce, base vinegar, soybean paste and fermented bean
curd in the brewing period.

Due to the relatively long production cycle and relatively short sales cycle of
cooking wine products, we need to keep an abundant stock of well-aged
base wine to cope with the rapid sales growth in the future. On the other
hand, given the growing demand from customers of the New Sales
Channels (as defined in the 2019 annual report of the Company published
on 15 May 2020), we have produced more base soy sauce, base vinegar
and fermented bean curd accordingly during the period.

The Group monitors the level of inventory maintained by its distributors on
a regular basis. The Group’s sales representatives maintain frequent
telephone or email communications with each of its Categories A, B, C and
D distributors, review their monthly inventory reports and visit their
warehouses on a regular basis. The Group’s sales representatives visit the
warehouses of its Category A and B distributors at least on a weekly basis
and those of Category C and D distributors at least on a monthly basis to
ensure that they keep optimal stock level and the Group’s products are
sold to end customers within the shelf life. The Group generally expects its
distributors to maintain stock sufficient for 5 to 20 days of supply. In the
event a distributor maintains stocks of more than 20 days of supply, the
relevant sales representatives will assist such distributor in marketing and
promotional activities and suggest smaller sized orders to be placed for the
succeeding periods to minimize the amount of excess inventory.

Borrowings

As at 30 June 2020, the Group’s total borrowings amounted to
approximately RMB949.4 million (31 December 2019: RMB1,024.8 million).
The Group’s principal sources of liquidity include cash generated from
business operations, bank and other borrowings. The cash from these
sources was primarily used for the Group’s working capital and the
expansion of production capacity. Presently, the Group does not employ
any financial instruments to hedge against the interest rate exposure.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
SR [B575m 5 7l (&)

Exchange Risk

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

Liquidity and Financial Resources

As at 30 June 2020, the Group had cash and cash equivalents of
approximately RMB460.4 million (31 December 2019: RMB410.1 million).
As at 30 June 2020, the Group had interest-bearing bank and other
borrowings of an aggregate amount of RMB949.4 million (31 December
2019: RMB1,024.8 million), which were denominated in RMB, repayable
within four years and bearing interests at 4.75% to 13.11% per annum. As
at 30 June 2020, the gearing ratio was 30.6% (31 December 2019:
31.8%). The gearing ratio is calculated based on net debt divided by total
equity and net debt as at 30 June 2020. Net debt includes total debt net of
cash and cash equivalents. Total debt includes trade payables, other
payables and accruals, lease liabilities, interest-bearing bank and other
borrowings and other long-term liabilities.

Capital Commitments

Capital commitments as at 30 June 2020 amounted to approximately
RMB118.7 million (31 December 2019: RMB121.3 million), mainly related
to the contracts of construction in progress relating to expansion of the
condiment production factory.

Contingent Liabilities

As at 30 June 2020, the Group did not have any material contingent
liability.

Pledge of Assets

Please refer to note 17(a) of interim condensed consolidated financial
statements for details of pledge of assets of the Group.

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

Faced with the uncertainty of COVID-19 and consumers’ concerns about
the global economic outlook, the proportion of household consumption of
condiment products is expected to increase, while the proportion of
catering and entertainment consumption is expected to decrease.
Therefore, the Company will continue to commit resources to the
supermarket, distribution and e-commerce channels related to household
consumption in the short term. In the long run, the Group still believes that
the catering market will be the main growth point of its future business as
the post-pandemic recovery continues in the catering industry. The Group
is committed to developing and gradually launching value-for-money
products suitable for consumption in the catering market to gain a larger
market share.

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

In addition to maintaining the leading position of our cooking wine products,
we will endeavor to adhere to our strategy of “Diversified” product structure
so as to meet the diversified market demand for green, healthy and tasty
condiment products. We will also keep expanding our production capacity
and achieving automation upgrade to enhance our overall profitability.
Leveraging on the product quality and technology of “L.ao Heng He” brand
as our core-competitiveness, we hope to stand out amid fierce market
competition through differentiation in product quality.

From the perspective of future development, the catering industry will
resume consumption after the pandemic with a relatively rapid growth rate.
We believe that the catering market will continue to be the major market for
condiment consumption. In order to better expand into the catering market,
we continue to launch new products that offer better value for money and
are more suitable for the catering market in the first half of 2020, such as
470ml Lao Heng He Cooking Wine, 470ml Lao Heng He Glutinous Rice
Huadiao Wine, 1.75L Lao Heng He Scallion and Ginger Cooking Wine and
1.9L Lao Heng He Cooking Wine (Three Years), which are welcomed by
the market. We expect to continue to increase our investment in the
catering channels and products to gain a larger market share.

Therefore, we believe that our “Lao Heng He” products will continue to
grow in China.
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SUPPLEMENTARY INFORMATION
fTTEN

SUPPLEMENTARY INFORMATION

Director Nomination Policy

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

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

Material Event(s) After the Reporting Period

There was no material subsequent event undertaken by the Company or
the Group after 30 June 2020.

Employees & Remuneration Policies

As at 30 June 2020, the Group had a total of 494 employees (31
December 2019: 538). The employees’ cost (excluding directors’ and chief
executive’s remuneration) of the Group was RMB20.3 million during the six
months ended 30 June 2020 (six months ended 30 June 2019: RMB24.2
million). The remuneration policies, bonus and training programs for
employees of our Group were implemented continuously according to the
policies disclosed in the Group’s annual report for the year ended 31
December 2019 and no change has been made during the six months
ended 30 June 2020.

Significant Investments Held

The Group did not hold any significant investments as at 30 June 2020 (31
December 2019: nil).

Material Acquisition and Disposal of Subsidiaries,
Associates and Joint Ventures

There was no material acquisition and disposal of subsidiaries, associates
or joint ventures during the six months ended 30 June 2020.

MREMN
EERAPCK

EAMEESENENRE  RELZEGEKZEREFS
ZICBRFPRENSETE  SBFEEFSRAE

Bl i XEMBEER - EXER KL A
AANAT S DA B [ AR B h%é/\aﬁ#%V§$A

ZTAEBRNO BN ABRARR
MBS o

FaE/E

ERERMERBENESREAR REEEEY
EEBEREANSE  ER &R BIUENERE
HREERBLEREZS S UL (WER) MEAM
HRRER - TRESSRIES -

BEPRERSEE
RoB-TENA=TAZE  AARARAEEL
TSR ER -

EERFMBER

R-B-ZFEARZ+E  FEEREHIEE

B(ZE-NEFE+A=1+—H:538%) - AEH
HE_Z-ZFA=THIENEANEERACH
BRESERERITRAEHH) R ARE203ES
T(HEZZ-NFRAZTHLERER : AR

242BETL) - AEEIE B BN - TEALNIE
et BERRAEEREZE_T—NAF+-A

=+ HIEFENFERSHEBENERNT B NE
2T "TFXNA=ZTHIEANEALEESD) -

FIsERKRE

REZE-ZFRA=1TH  AEERESEEAE
ARE(ZE-NFT_A=1+—H: 8\~

MEATR BEQRREELREREAW
/\%&:ﬂ%
Eti_,_7¢THE+EIJJ:TTIH BT
AIMEAR - BEARREERROBAUE b
= o

ZEMBSEARLAR —ZE-_TFHHBRE

17



18

SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

Purchase, Redemption or Sale of Listed Securities of
the Company

During the six months ended 30 June 2020, neither the Company, nor any
of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

Plans for Material Investments or Capital Assets

There was no future plan for material investments or capital assets as at 30
June 2020.

Dividend Policy

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

Interim Dividend

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2020.

Corporate Governance

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

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

Save for the deviation explained below, the Company has complied with
the Code for the six months ended 30 June 2020.

Provision A.2.1 of the Code provides that the roles of the chairman of the
Board (the “Chairman”) and the chief executive officer (the “CEO”) should
be separate and should not be performed by the same individual. The
division of responsibilities between the Chairman and the CEO should be
clearly established and set out in writing.
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SUPPLEMENTARY INFORMATION (CONTINUED
farcE it (48

During the six months ended 30 June 2020, the positions of the Chairman
and the CEO of the Company were held by Mr. Chen Weizhong, which
deviates from the practice in provision A.2.1 of the Code.

However, the aforesaid deviation has been rectified and the Code Provision
A.2.1 has been complied with following the resignation of Mr. Chen
Weizhong as the Chairman and the appointment of Mr. Chen Wei as the
Chairman and an executive Director both with effect from 11 September
2020.

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

Model Code for Securities Transactions

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

Upon specific enquiry, all the Directors confirm that they have complied
with the Model Code during the six months ended 30 June 2020. In
addition, the Company is not aware of any noncompliance of the Model
Code by the senior management of the Group during the six months ended
30 June 2020.

Change in Corporate Positions

With effect from 28 August 2020, Mr. He Yuanchuan has resigned as a non-
executive Director and ceased to be a member of the audit committee of the
Board; with effect from 2 September 2020, Mr. Gu Wei has been appointed
as a non-executive Director and a member of the audit committee of the
Board; and with effect from 11 September 2020, Mr. Chen Weizhong has
resigned as the chairman of the Board, Mr. Wang Chao has resigned as an
executive Director and Mr. Chen Wei has been appointed as the chairman of
the Board and an executive Director.
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SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVES IN
SECURITIES

As at 30 June 2020, the interests or short positions of the Directors, the
chief executives of the Company (the “Chief Executives”) and their
associates in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporations”), which (a) were required to be notified to the Company
and the Stock Exchange pursuant to Division 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to
have under such provisions of the SFO); or (b) were required, pursuant to
section 352 of the SFO, to be recorded in the register referred to therein; or
(c) were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:

Interests and short positions in Shares and underlying
Shares of the Company as at 30 June 2020

EERESTRAERESZHN
BEalkAR

R-ZE-_ZTEXA=ZFTH BF  AQRARSTH
AB((BETHRAR]) RIESHBEARARA A
HiRm =@ (52 ) (TERAESHLKAEED
([BHEREEHH ) EXVED) D - BREKRGS
BEHETHEQBIEZFSFRPERAEXVIHETR
FEEDHEMNEARAI LB (BEREESRR
HAEIGPI B IS SR A B EE A R
KRB )+ 8 (0)IREEH RSP E 35215 ET
SR Z ISP B RE A ¢ Bk (o) RIBIZETRIENE
RAR R RFTHEES AR T -

RZZZZEFAAZTHRAQTRND
KR m WERR AR

Approximate

Number of percentage of

shares or the Company’s

underlying issued share

Name of Director Long/Short Position Type of interest shares held capital

BHERGH HAEQTE BT

EEnE BEKE EmER HEERGOEE BRABAE D

Chen Weizhong Long Position Interest of a controlled 283,018,750 (L) 48.90%
PR AR HE corporation (Note)
Ry EEER (M)

Beneficial interest 2,682,000 (L) 0.46%

B
(L): represents long position

Note:  These shares are held by Key Shine Global Holdings Limited (‘Key Shine”).

The entire issued share capital are held by Chen Weizhong. Chen Weizhong
is deemed to be interested in the shares held by Key Shine under the SFO.

Save as disclosed above, as at 30 June 2020, none of the Directors, the
Chief Executives nor their associates had registered an interest or short
position in the shares, underlying shares or debentures of the Company or
any of its associated corporations that was required to be recorded
pursuant to section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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(W i=E55 )

Bfet © 3% % B 9 A Key Shine Global Holdings Limited
([Key Shine]) #5 - 280 B 317 248 Bl (1 FR &7
BREE - REBEEFHFRIFEEN  REBRERAER

Key Shine F7 75 I (7 /3 25 -
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SUPPLEMENTARY INFORMATION ((%%)% TII;I}J(ED

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN

SECURITIES

So far as is known to any Director or Chief Executive, as at 30 June 2020,
the following corporations/persons (other than the Directors or Chief
Executive) had interests or short positions in the shares and underlying
shares of the Company as recorded in the register required to be kept by
the Company under section 336 of the SFO, as being directly or indirectly
interested or deemed to be interested in 5% or more of the issued share

capital of the Company:

Interests and short positions in the Shares and

TERRRBESNEERAR

BrEmk

A

TJ*EHE%‘JZE*EHBU\E\F)’T%D
A=+8 " T3xE/ AL (R

BAB)RAER TffE?EEZM%&Hﬂf{Iﬂ@J%BSB{I’IZ,\
BENELMERNANRF D KA

—7—? E'E/\
%%%‘}Zrmﬁ

ORE BERSRREBEREEA/EREAR
BIE BEITRAN 5% SR A s -

FXRA=THBRAQTRS

N — 7 —=
underlying Shares of the Company as at 30 June 2020 RiHBERKRMDHWERZEAE
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
¥ N
BFEROH ERITRE
Name wg/ LB EatE HERGHE BAF O
Key Shine® Key Shine® Beneficial owner 283,018,750 (L) 48.90%
A A
Ms. Xing Liyu® MHELZLO Interest of spouse 285,700,750 (L) 49.37%
JiREL
Wuxing City Investment HK Wuxing City Investment HK Person having a security 229,424,000 (L) 39.64%
Company Limited® Company Limited® interest in shares
BEROHEAERZOAL
Huzhou Wusxing Chengshi Touzi WMNREBE IR EERER Person having a security 229,424,000 (L) 39.64%
Fazhan Jituan Youxian Gongsi® BRAT® interest in shares
BERMHEMERZNAL
Huzhoushi Wuxingqu State-owned 51 1 R B2 B 5 & AR ELE Person having a security 229,424,000 (L) 39.64%
Assets Supervision and ERRBFH LG interest in shares
Administration Services Centre BERNHEREENAT
Hwabao Overseas Markets EE  BINMIBRE 29 RS Beneficial owner 72,625,000 (L) 12.55%
Investment No. 2 QDII Single 2-BHQDIE—ERERE  EafdA
Unit Trust Plan 32-8¢ FHEle
Chongaing Zhongxin Rongbang EEFHRBRERL Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BR&%)H ~_corporation
(Limited Partnership)®! X EEER
Chongging Zhongxin SEPHBAIREEMR AT  Interest of a controlled 72,625,000 (L) 12.55%
Rongchuang corporation
Investment Limited® X EERR

ZENBERR AT



SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
BARRT
BERGH ERTREK
Name wE/ LB EaiE HERGEE oI
China Innovative Capital RETRLEIE AR Interest of a controlled 72,625,000 (L) 12.55%
Management Limited® EBBRAFO corporation
X EE RS
Beijing Zhonghai Jiacheng ERPEEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® EBBRATO corporation
RErERER
Mr. Xie Zhikun® RERKED Interest of a controlled 72,625,000 (L) 12.55%
1corporation
X EE R
Natural Seasoning International Natural Seasoning Beneficial owner 60,000,000 (L) 10.37%
(HK) Limited (formerly known as International (HK) Limited EnEAEA
China Seasoning International (B %% China Seasoning
(HK) Limited)© International (HK)
Limited) ©
Natural Seasoning International Natural Seasoning Interest of a controlled 60,000,000 (L) 10.37%
Limited (formerly known as International Limited corporation
China Seasoning International (B %% China Seasoning T EE S
Limited)® International Limited) ©
Lunar Capital Partners IV LP® Lunar Capital Partners IV LP® Interest of a controlled 60,000,000 (L) 10.37%
1corporation
X EEER
Lunar Capital Partners IV GP, LP®  Lunar Capital Interest of a controlled 60,000,000 (L) 10.37%
Partners IV GP, LP® ~_corporation
R EERR
LCM-IV General Partner Ltd.© LCM-IV General Partner Ltd.®  Interest of a controlled 60,000,000 (L) 10.37%
#Corporation
X EE R
MERIDIAN HARVEST LIMITED® MERIDIAN HARVEST LIMITED™  Person having a security 52,000,000 (L) 8.98%
interest in shares
BERMEMERNAL
Mr. Mao Huixin® FEMTED Person having a security 52,000,000 (L) 8.98%

interest in shares

BEROERESOAL

(L): represents long position L : EBFE
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SUPPLEMENTARY INFORMATION ((%%)% TII;I}J(ED

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 30 June 2020.

The entire issued share capital of Key Shine is legally and beneficially owned
by Mr. Chen Weizhong.

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

Key Shine charged 229,424,000 Shares to Wuxing City Investment HK
Company Limited. Wuxing City Investment HK Company Limited is wholly
owned by Huzhou Wuxing Chengshi Touzi Fazhan Jituan Youxian Gongsi (4
MR B A R & B A R 2 al) which is in turn wholly-owned by
Huzhoushi Wuxingqu State-owned Assets Supervision and Administration
Services Centre (M T R EE B E EREEERRS F0). Accordingly,
Huzhou Wuxing Chengsh| Touzi Fazhan Jituan Youxian Gongsi (741 /1 = #1354,
% & % E &£ B AR A A) and Huzhoushi Wuxingqu State-owned Assets
Supervision and Administration Services Centre (N T REEE B A A EE
EIEARTEH L) is deemed to be interested in the 229,424,000 Shares which
Wuxing City Investment HK Company Limited interested in.

These shares are held by Hwabao Overseas Markets Investment No. 2 QDII
Single Unit Trust Plan 32-8 (3£ & ¢ H5 518 & 255 £7/32-8 HH QDI B8 —&
% 15 5t 5 /) (“Hwabo Trust’), which is entrusted by Chongaing Zhongxin
Rongbang Investment Center (Limited Partnership) (EE AR &P L (B
IR & %)) (“Chongqing Zhongxin (LLP)"), which is managed by Chongaing
Zhongxin Rongchuang Investment Limited (£ B2 & #7 gt &1 % & A R A 7))
(“Chongqing Zhongxin”). Chongqging Zhongxin is controlled by China
Innovative Capital Management Limited (FF #T gt 81 & AN EIE AR A 7)) (“China
Innovative Capital”), as to 95.00%. China Innovative Capital is controlled by
Beijing Zhonghai Jiacheng Capital Management Limited (1t 51 /6 52 & AR &
H HBR A F)) (“Beijing Zhonghai Jiacheng”), as to 99.98%. Beijing Zhonghai
Jiacheng is controlled by Mr. Xie Zhikun as to 99.00%. By virtue of the SFO,
each of Mr. Xie Zhikun, Beijing Zhonghai Jiacheng, China Innovative Capital,
Chongqging Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

These shares are held by Natural Seasoning International (HK) Limited. Natural
Seasoning International (HK) Limited is a direct wholly-owned subsidiary of
Natural Seasoning International Limited, which is a limited liability company
incorporated in the British Virgin Islands and is majorly owned by Lunar Capital
Partners IV LP. Lunar Capital Partners IV LP, a Cayman exempted limited
partnership managed by Lunar Capital Partners IV GP, LP (as sole general
partner), which is managed by LCM-IV General Partner Ltd. (as sole general
partner). By virtue of the SFO, each of LCM-IV General Partner Ltd., Lunar
Capital Partners IV GP, LP, Lunar Capital Partners IV LP and Natural
Seasoning International Limited is deemed to be interested in the shares held
by Natural Seasoning International (HK) Limited.

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

B D ERARTR —_E-_FEFA=1+H
#)578,750,000 i% B B 1TIX DT & ©
HEBITRABHRERLES

Key Shine #9 & EE

@A ©

MAMEL L RBRESTRENERS ° $E'<TJ§M%&HH“
1501 FBA) E 2 3R AR AR ERIE B ST A P A A )
B RERR BB M

Key Shine 5 229,424,000 f% % 15 & # T Wuxing City
Investment HK Company Limited < Wuxing City
Investment HK Company Limited £ 41 2 83 i &
BRREEEGRARTEER - MM R B HK
BERREEERAANEAMN T REREEEARE
BEERRETORERS - Bt - MR B TR
ERREBERAFTAMNTREARREEREE
B R 0118 A Wuxing City Investment HK
Company Limited T4 229,424,000 BB 7+ #5
B2 o

ZERMBEE o WHINTHIRE 298 K51 32-8 H]
QDI B — éi%‘% PEI(TE#EET])BE - &t
EEF IR é“EP MEREGE)([EBHH(F
REE))ET BERF(EREZ)HEET
FRmEIREERA ( EERH)ER - éf‘fqﬂ%ﬁ
B HEAIE R E i%ﬁ AF] (f HEAIEAR )%

#95.00% Mz o T B AIE AN B R /izau&

EREBARA T(HI:R*:@??M)T %1 99.98%
E@%ﬁ?&oibiqﬂ/i?mﬂmafﬁﬁ@ #199.00%
Bl o MIRFEF RS KD - MEESTE - bR

TERE - PHRAIELR EERHLERTH(E
REB)OBRANEREEMTERNDTHAHE

25 o

5% % I B3 Natural Seasoning International (HK) Limited
# & ° Natural Seasoning Interational (HK) Limited
Natural Seasoning International Limited #) & £ 2 & K}
& /A 7]+ 1 Natural Seasoning International Limited
ARREBELAHSTAMKIOHAERAT - Wh
Lunar Capital Partners IV LP# & A 2 o # 25
Lunar Capital Partners IV LP(*%S@%%%%%E’J
ﬁﬁﬁé%ﬂé%)ﬁﬁﬂ Lunar Capltal Partners IV GP, LP
(ERME— A% AN)EHE  Lunar Capital
Partners IV GP LP HIJ F5 LCM-IV General Partner Ltd.
(ERME—EEERA)ERE REFAFARHAEK
7| » LCM-IV General Partner Ltd. * Lunar Capital
Partners IV GP, LP -~ Lunar Capital Partners IV LP }2
Natural Seasoning International Limited 3 #% 1% &
Natural Seasoning International (HK) Limited FT # &
ffn G R o

Key Shine 52,000,000 % & 5 & # F Meridian
Harvest Limited & 3 BT S 4 -

25 o

ZEMBSEARLAR —ZE-_TFHHBRE

23



24

SUPPLEMENTARY INFORMATION (CONTINUED)
faT &N (7@

Save as disclosed above, as at 30 June 2020, there were no other
corporations/persons (other than the Directors or Chief Executives) who
had an interest or short position in the shares or underlying shares of the
Company as recorded in the register required to be kept by the Company
under section 336 of the SFO.

Arrangements to purchase shares or debentures

At no time during the six months ended 30 June 2020 was the Company,
its holding company, or any of its subsidiaries, a party to any arrangement
to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debt securities including debentures of the Company or any
other body corporate.

AUDIT COMMITTEE

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

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

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee has been established
with specific written terms of reference which deal clearly with its authority
and duties. The members of the remuneration committee comprises Mr.
Shen Zhenchang (chairman), Mr. Ng Wing Fai and Mr. Sun Jiong. All
members of the remuneration committee are independent non-executive
directors.
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SUPPLEMENTARY INFORMATION (CONTINUED
farcE it (48

NOMINATION COMMITTEE

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

SUFFICIENCY OF PUBLIC FLOAT

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

REEES

BHATA  ARFNERTRAZAS - LUED
BEMRERRORERNE - BEAEASKAS
EREEE (E) - REMAE TR £ - 37
AEBEMRBRELAETIHNTES -

RHARERE
REARRAIESHNARENIRESSAA - R
AP ERY  ARREEF LHRARTENOR

EHRE -
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF PROFIT OR LOSS

PHIBAGSERR

For the six months ended 30 June 2020 HZ - —FF XA =1 H 1L/~ B

Six months ended 30 June
BZEAA=tTHLAEA

2020 2019
—ECEF ZE-NF
RMB’000 RMB’000
ARBT T ARBEFIT
(Unaudited) (Unaudited)
(REEER) (REER)
REVENUE WA 299,678 402,218
Cost of sales SHE RN (162,865) (195,992)
Gross profit FE 5 136,813 206,226
Other income and gains EAh U A R Uiz 8,722 7,509
Selling and distribution expenses FHE AR (28,873) (32,465)
Administrative expenses TR (33,338) (35,242)
(Impairment losses)/reversal of impairment 4 g & & (CRifEE1E) /[
losses of financial assets EE R (1,285) 243
Other expenses HAhp (1,966) (405)
Finance costs BhE R A (31,679) (28,590)
PROFIT BEFORE TAX BR % A R 5H 48,394 117,276
Income tax expense i (6,059) (17,937)
PROFIT FOR THE PERIOD HA 9 R 42,335 99,339

EARNINGS PER SHARE ATTRIBUTABLE ZAAFEBEEZFZEA

TO ORDINARY EQUITY HOLDERS EEERER
OF THE COMPANY
Basic and diluted EARN#E 8 EFANTENEN RMB17.2 cents

ARIE7.37 N VVE)
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME
PHIBAGRS EEN AR

For the six months ended 30 June 2020 & —E—FF X A=+H It /~MEA

Six months ended 30 June
BEAA=tTHILAEA

2020 2019
S e
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)

(REER) (CRIGE®Z)

PROFIT FOR THE PERIOD HRFIE 99,339
Other comprehensive income that may HRREZHEEHRIEZE

be reclassified to profit or loss BRNHEMEEKE .

in subsequent periods:

Exchange differences: R Z

Exchange differences on translation BEGINETSRIE =58
of foreign operations 573

TOTAL COMPREHENSIVE INCOME HRZEKFEE

FOR THE PERIOD 99,912

EEMBEERAR —T-TEhHRE 27



INTERIM CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION
P HARS BR 4n & BT S 1A IR &=

30 June 2020 —E-—F& AN A=+H

30 June 31 December

2020 2019
—ECEHF —E-NF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
ARBT T AREFT
Notes (Unaudited) (Audited)
B5E (REER) (e ®iz)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB MR 10 1,039,430 1,061,878
Right-of-use assets FRAEEE 54,245 55,245
Other intangible assets Hiw B EE 1,078 1,045
Prepayments for items of property, WE - MENIZREHEEH
plant and equipment TERTRIE 13 348,706 345,570
Deferred tax assets T IBE B 6,974 4,741
Total non-current assets FRBEEAE 1,450,433 1,468,479
CURRENT ASSETS MENEE
Inventories FE 11 1,500,334 1,408,731
Trade receivables JEWE H3RIE 12 259,809 254,811
Prepayments, other receivables and TERTFRIE « HAb U FRIE &
other assets HEiEE 13 321,540 378,953
Pledged deposits EEBER 14 = 67,039
Cash and cash equivalents BekReEEY 14 460,368 410,107
Total current assets REEEHLE 2,542,051 2,514,641
CURRENT LIABILITIES mENEE
Trade payables JETE S 3RIE 15 76,536 78,587
Other payables and accruals E b R IE M FEETIE B 16 342,783 269,938
Interest-bearing bank and other borrowings 5t 28877 & Hih (& 5% 17 835,681 917,147
Lease liabilities HEEE 17 511 994
Tax payable FEFITRIA 88,527 81,067
Total current liabilities FREEEHEEE 1,344,038 1,347,733
NET CURRENT ASSETS RBEEFE 1,198,013 1,166,908
TOTAL ASSETS LESS CURRENT EERERABERE
LIABILITIES 2,648,446 2,635,387
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION (CONTINUED)
PHARSBR%R S ISR = (3&)

30 June 2020 —E-—ZTHF;NH=+H

30 June 31 December
2020 2019
SE e
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R AREFT
Notes (Unaudited) (Audited)
B5E (REEER) (fEEZ)

NON-CURRENT LIABILITIES FREBEE
Interest-bearing bank and other borrowings 5t B 4817 & E b & 5% 17 110,519 103,827
Lease liabilities HEAaE 17 2,705 2,846
Other long term liabilities EmREEE 18 136,912 136,948
Deferred tax liabilities BELERIBEE 31,624 30,792
Total non-current liabilities FRBEEHALE 281,760 274,413
Net assets EEFE 2,366,686 2,360,974

EQUITY s

Share capital [N 19 1,767 1,767
Reserves e 2,364,919 2,359,207
Total equity RS 2,366,686 2,360,974

ZEMBSEARLAR —ZE-_TFHHBRE
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INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CHANGES IN EQUITY
PHGBPGOERZEANR

For the six months ended 30 June 2020 & Z = - F N A=+ 8 1L/~@ A

Statutory ~ Exchange

Share Share Merger Capital surplus  fluctuation Retained Total
capital premium reserve reserve reserve reserve profits equity
EE Ed

Bx  EfER  AfER  EARE  BRER  REBRR  REWE  Ru4E
RMBOOO  RMBO00  RMB'000  RMB'000  RMB'000  RMB'00  RMB'O00  RMB'000

ARMTR  ARBTR ARMTR ARETR ARBTR ARMTZ ARETR ARMTR

At 1 January 2020 (Unaudted) R-%-%%-f-H
(REER) g / (1,000) ; ) 1453200 2,360,974
Proft for the period Eilill - 42,335 42,335
Other comprenensive income MR h2ENE
for the period:
Exohange diferences on franglation  BEENERHNELER
of foreign operations

Total comprehensive income BNrENGES

for the period ) y 45,067
Final 2019 dividend declared BER-Z-NFRHRE

note 9 (Mﬁf 9) (39,355) (39,355)

At 30 June 2020 (Unaudited) K-8, A=1H
(REE7) , 817,201 (1,000 y ] 1495535 2,366,686
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN E UITY (CONTINUED)

cp HA RS B

For the six months ended 30 June 2020 H =

'T & fm =8 i)] %E ( ng )

jfji/\ﬂ THIENEA

Statutory Exchange
Share Share Merger Capital surplus— fluctuation Retained Total
capital premium reserve reserve reserve reserve profits equity
EE i3]
RE RhEE  AfEE 0 ZAHE  RBEE  RBEE REWMR  ERgE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT ARETR  ARETRT  ARETT  ARETR  ARETRT  ARETR
At31December 2018 (Audte) ~ RZF-\ETZA=T-H
(&2%) 1767 897,069 (1,000) 7,008 24,262 16,616 1208213 2203930
Fflect of adoption of IFRS 16 ROEREBREE
Z165HE - - - - - - (307) (307)
At 1 January 2019 RZZ-NF-F-H
(Restated/unaudited) (E31/78EH) 1,767 897,069 (1,000) 7,003 24,96 16616 1257906 2203623
Profit for the period labilye] - - - - - - 99,339 99,339
Other comprehensive income BREMEEME :
for the period:
Exchange differences on REBNERNELZE
translation of foreign operations - - - - - 573 - 573
Total comprenensive income BnrEbGES
for the period - - - - - 578 99,339 99912
Final 2018 divicend declared BER-E-\EXEHRE - (40513 - - - - - (40513)
At30 June 2019 (Unaudlted) RZE-NERA=ZTH
(REZR) 1,767 856,556 (1,000) 7,003 24,26 17180 1357245 2263022
ZEMBEERAR —ZT-TFHHRE 31
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INTERIM CONDENSED CONSOLIDATED

STAIEMENT OF
DHIS RGBS IRE)

CASH FLOWS

\tE

JILE

For the six months ended 30 June 2020 & %= — gfiﬁ/\ﬂ =+HIEREA

Notes
k=3
CASH FLOWS FROM OPERATING RETHNWRESTE
ACTIVITIES
Profit before tax BRI ATAE
Adjustments for: BT SIEFE -
Finance costs BhE KA 6
Interest income FLEWA 4
Depreciation e 5
Depreciation of right-of-use assets FAREENE 5
Amortisation of intangible assets m A ERH 5
Impairment losses/(reversal of impairment & & & &R EEBE, (@
losses) of financial assets AEEE) 5
Increase in inventories FEM
Increase in trade receivables JEUE 5 FRTE N
Decrease/(increase) in prepayments, TERFRIE - R R E MR GRTE
deposits and other receivables A/ (3ghn)
Decrease in trade payables FEf B 55K IE R D
Increase in other payables and accruals H e3R8 K EETIE B 160

Decrease in other long term liabilities

Hip A G

Cash from operations

Interest received

Interest paid

Interest element of finance lease
rental payments

Income tax paid

KERENRE
BEHAE

ERHE
BEHEHES MR
S D

S FTSH

Net cash flows from operating activities

Xﬁiﬁ*ééibﬂ’mﬁii f==1
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Six months ended 30 June
BEAA=tTHILAEA

2020
—EEF
RMB’000
AR®T T
(Unaudited)
(REER)

48,394

31,679
(3,186)
30,753
1,000
126

1,285

110,051

(96,603)

(6,283)

45,310
(2,051)
33,008
(36)

83,396
3,186
(88)

(777)

2019
—E-NF
RMB’000
ARBTT
(Unaudited)
(REER)

117,276

28,590
(1,472)
31,935
833

79

(243)

176,998

(9,269)
(22,163)

(57,385)
(11,998)
37,429

(59)

113,659
1,472
(4,694)

(771)

109,566



INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS (CONTINUED)
PHAIRMAGREIREIRE % (18)

For the six months ended 30 June 2020 & Z —Z - ZF XA =+H IL/~NEA

Six months ended 30 June

BEASA=THIEANEAR

2020 2019

S e

Note RMB’000 RMB’000
P=E AR®T T ARBTT
(Unaudited) (Unaudited)

(REER) (Ri@ER)

Net cash flows from operating activities REKELZENFERESRE 109,566
CASH FLOWS FROM INVESTING REFHWRESTE

ACTIVITIES
Purchases of items of property, WHEME - ME &EHEER

plant and equipment (5,636) (1,664)
Additions to intangible assets RNBEETEE (159) (784)
Decrease in pledged deposits EEAFIOR D 67,039 1,269
Net cash flows from/(used in) investing ey, (AR RE BN

activities FREME (1,179
CASH FLOWS FROM FINANCING BMETENESRE

ACTIVITIES
Addition in interest-bearing bank and ET BRI I E At FRIE AN

other borrowings 351,885 390,040
Repayment of interest-bearing bank and BEFTBRITREMER

other borrowings (409,536) (295,147)
Return of secured deposit placed BREREREARRZIFAN

for sales and leaseback transactions BEEZE 6,780 -
Principal portion of lease payments/finance ~ FE 7 BEHEH S K

lease rental payments R&IBH (17,747) (16,433)
Interest paid BAFE (30,814) (23,807)
Net cash flows (used in)/from financing (AR)/REBEZBN

activities FEeRE (99,432) 54,653
NET INCREASE IN CASH AND ReRBESSEYENFEE

CASH EQUIVALENTS 163,040
Cash and cash equivalents at beginning HURE MRS EED

of the period 410,107 345,188
Effect of foreign exchange rate changes, net HEH T EFEE 2,732 573
CASH AND CASH EQUIVALENTS HRESRBESEEY

AT END OF THE PERIOD 14 460,368 508,801
ANALYSIS OF BALANCES OF CASH REeERESEEUEHR DN

AND CASH EQUIVALENTS
Cash and bank balances IRE NMIRTTERS 14 460,368 508,801

EENBEERAT —2-BERERE 33
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS
ch HARS BR &% & B 55 ¥ = Bl 5

30 June 2020 —E_TFNA=1H

1.

CORPORATE INFORMATION

Honworld Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 December 2012 as an exempted company
with limited liability under the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands. The
Company’s registered office address is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. In
the opinion of the directors of the Company (the “Directors”), the
holding company and the ultimate holding company of the Company
is Key Shine Global Holdings Limited (“Key Shine”), which was
incorporated in the British Virgin Islands (“BVI”).

The Company is an investment holding company. During the six
months ended 30 June 2020, the Company and its subsidiaries
(collectively known as the “Group”) were principally engaged in the
manufacture and sale of condiment products under the brand name
of “Lao Heng He” in the People’s Republic of China (the “PRC”).

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

BASIS OF PREPARATION AND
CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

Basis of preparation

The unaudited interim condensed consolidated financial information
for the six months ended 30 June 2020 has been prepared in
accordance with IAS 34 Interim Financial Reporting. The interim
condensed consolidated financial information does not include all the
information and disclosures required in the annual financial
statements and should be read in conjunction with the Group’s
annual consolidated financial statements for the year ended 31
December 2019.

Honworld Group Limited Interim Report 2020
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

wm © B 15 2 Bl 5E (78)

mwh O

30 June 2020 —E-—ZTHF;NH=+H

2. BASIS OF PREPARATION AND

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(Continued)

Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s audited consolidated
financial statements for the year ended 31 December 2019, except
for the adoption of the following revised standards and interpretations
for the first time for the current period’s financial statements.
Amendments to HKFRS 3 Definition of a Business
Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Interest Rate Benchmark Reform

Covid-19-Related Rent Concessions
(early adopted)

Amendments to HKFRS 16

Amendments to HKAS 1
and HKAS 8

Definition of Material

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

ZENBERR AT

ST BRERENE B

B AN BRI B 7% R B RIR A A TR IE AT %
ARREBI - RETAEARE W BEEA
RS BRRERRAKEEEZE_FT—NF
TZA=T AL FEKERFREPBRE
PrEftE —% -

>

BREUBRERNFE N XHFNTE
(1EFTAS)

BRPBMEERET - FEEENE
ARG ERIEIHE R

EEMEHREER
F7HR(EFTA)
BRWHREER Covid-19-
F165E (BRI A) HEEE
(7R EH)
EEGTERE1RE  EAXAEE

EBETHERIS 85
CHES)

Al MR ERT B AR B IRE LR HARNEE R
RECTHERGAVBERRLBEATE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
R B r © B #5 e = Bl 5 (@

30 June 2020 —E_TFNA=1H

36

3. OPERATING SEGMENT

INFORMATION

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

° the food segment that manufactures and sells condiment
products

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

Information about major customers

Revenue amounting to 10 percent or more of the Group’s revenue
derived from sales to a single customer for the six months ended 30
June 2020 is set out in the following table:

REDHER

AEEEERERKANEERBELE -
BRERME  AEEE—LHEAEE
BE—ET2RELHBMT

o FENMHEEFHRMNREDE

HRAEEEZHRAGKERARTENEP
HEREEMR  BASERAREMNIERDE
EUURTE - I 827 BRI RE%E
RIS 8 5% [ &7 A8 ) IR E VIS E R -

EREXTERF2EH
TR HE-_ZE-_ZEFNA=THIENE

R A RSB KA 10% 30 A E mE B P 85
EMELEREA

Six months ended 30 June
BZEAXA=1THILAREA

2020 2019

—E-®fF —2-nE

RMB’000 RMB’000

AR¥T AR#EFTT

(Unaudited) (Unaudited)

(REEZR) (REEEZ)

Customer X Z2EX 45,953
Customer Y =2PY 42,825
88,778

Honworld Group Limited Interim Report 2020




NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ChHARS B %R & B 15 $R R Bid 5 (48)

30June 2020 ZE T FRXA=+H

GAINS

REVENUE, OTHER INCOME AND

Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, after allowances for returns and trade
discounts. An analysis of the Group’s revenue, other income and

gains is as follows:

WA - B AR W s

WA (TR By 2 5K 88) SE R R KR
ERESTHENERERERZFE ~&H
WA~ AR m T T

Six months ended 30 June
BZEARA=1THILAREAR

2020 2019
—z-%% —F-hE
RMB’000 RMB’000
ARBT T AEBTTT
(Unaudited) (Unaudited)
(REER) (REEEIZ)

Revenue from contracts with customers
Sale of goods

gﬁ
HE

\Uﬂ[( H>
BX

#l s
Bm

299,678

402,218

Revenue from contracts with customers

(i) Disaggregated revenue information

For the six months ended 30 June 2020

%ﬁlﬂ/n’]l‘l&é
() DIKEEHF
BE-ZE-_ZEFXA=+tHLAXEA

Six months ended 30 June
BZEANA=1THIEAREA

2020 2019
—g-®F  —TNF
RMB’000 RMB’000
ARBT T ARBTT
(Unaudited) (Unaudited)
(REEER) (REEZ)

Type of goods EmESE

Condiment products PR 5 299,678 402,218
Timing of revenue recognition WS R

Goods transferred at a point in time RE—BZEENER 299,678 402,218

ZENBERRAR —T_TFPHRE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
HAfG BR 45 & B 5 ¥R &< Bid 5 (&)

30 June 2020 —E-_FFNA=1+H

4. REVENUE, OTHER INCOME AND 4. WA - B AR W5 @
GAINS (Continued)
Revenue from contracts with customers (Continued) EESHNE @)
(i)  Performance obligations (i) BEHEEF
Information about the Group’s performance obligations is BRAARERBHSTFHEREIMMT -

summarised below:

Sale of products HEEm

The performance obligation is satisfied upon delivery/receipt of BHEEIRRMNWZERBENK -
the products and payment is generally due within 30 to 90 B2 30E 0K ANEE] -
days from delivery, except for new customers, where payment HERFHREEEIRBI T -

in advance is normally required.
Other income and gains E A Rk e

Six months ended 30 June

BEASA=1THIEANEAR

2020 2019
i —TNF
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)

(REER) (RigE®Z)

Subsidy received [BAb e 5,764
Interest income B WA 1,472
Gain from sale of materials MRy E IS 187
Rental income A UA 86

7,509

Honworld Group Limited Interim Report 2020



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

5. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(credit):

pHARSERGGR B!

B e < Bfd 5 (48)

30 June 2020 —E-—FF;NHA=+H

5. BRBiAIRIE

18 -

Cost of inventories sold
Depreciation
Depreciation of right-of-use assets
Amortisation of intangible assets
Lease payments not included in the
measurement of lease liabilities
Employee benefit expenses
(excluding directors’ remuneration):
Wages and salaries
Pension scheme contributions

EHFEMA

e

EREEENE

B EE#H
WEAHERAGEEN
HERMK
BERMAX
(TEEEEME)
TENFE

RIS BIHER

Foreign exchange loss, net

Donations

Research and development costs

(Impairment losses)/reversal of
impairment losses of financial assets

P S B 1R R

B

IS DRI
SREECRERSR) &M
RERE

ZENBERR AT

AEBERBATFEDEMGE,(GEA) T5I%

Six months ended 30 June

BEASA=THIEANEAR

2020 2019
SE L e
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)
(REER) (REER)
162,865 195,992
30,753 31,935
1,000 833

126 79

1,277

22,330

1,845

23,698

407

17,987

(243)

R TFhHRE

39



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
o HR G BR fr © B F5 i R B 5 (&)

30 June 2020 —E_TFNA=1H

6. FINANCE COSTS 6. BERAK

Six months ended 30 June

BEASA=THIEANEAR

2020 2019

SE L e
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Unaudited)

(REER) CRigE®Z)

Interest on bank loans and other borrowings 817 & 7}z Bt {& A1 & 26,388
Interest on finance leases BMEHRER B 2,113
Interest on lease liabilities HEBEHNE 89
28,590
7. INCOME TAX EXPENSE 7. FAB#HBEX
Six months ended 30 June
BZEAA=1THILAEAR
2020 2019
—E-EF —E-NF
RMB’000 RMB’000
ARBET T AREET T
(Unaudited) (Unaudited)
(REER) (REEZ)
Current — PRC BPER — A
Charge for the period il 7,460 16,096
Deferred PRI (1,401) 1,841
Tax charge for the period HIRHE B X 6,059 17,937
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ChHARS B %R & B 15 $R R Bid 5 (48)

8. EARNINGS PER SHARE 8.
ATTRIBUTABLE TO ORDINARY

EQUITY HOLDERS OF THE

COMPANY

The calculation of the basic earnings per share amounts is based on
the profit for the period attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
578,750,000 (six months ended 30 June 2019: 578,750,000) in
issue during the six months ended 30 June 2020.

30June 2020 ZE T FRXA=+H

SRERBNCENTEHERAR
A ARGHEAFERBEE S =_F
NAZTHIESNER B BT B METFS
#578,750,000%8 (HEZ=—F—hnF A =1
B 758 A : 578,750,000 §%) °

Six months ended 30 June
BZEARA=1THILAREA

2020 2019
—z-%% —F-hE
(Unaudited) (Unaudited)

(REER) CREEZ)

Profit attributable to ordinary equity holders RATEBEZRITAE AREERE

of the Company (RMB’000) (AREFIT) 99,339
Weighted average number of ordinary B R T T @A R 8 (TR

shares in issue (in thousands) 578,750 578,750
Earnings per share attributable to ordinary KRR EREREE AEN

equity holders of the Company FRAR

— Basic and diluted (RMB cents) — BEAREE(ARED) 17.2

No adjustment has been made to the basic earnings per share
amounts presented for the periods ended 30 June 2020 and 2019 in
respect of a dilution as the Group has no potential dilutive ordinary
shares in issue.

ﬁEAZR%.HHWIﬂE%éTTm/\/EE&EEVE
A&y T EREEmMEEE_T =
?E&Zg—ﬂi/‘_\ﬂ =+HILEHEZ5]8
BREABMNSEELFE

ZENBERRAR —T_TFPHRE

41



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

oh HAE B

= /A\f
%l\l:l

30 June 2020 —E-_FFNA=1+H

10.

11

B 5 < B 5 (#8)

9. DIVIDEND 9. RE
No interim dividend was proposed for the six months ended 30 June AANFTEEZZFEE S _TF, A=+
2020. Et/\flﬂ/ﬁe?ﬁqﬁﬁﬂ“% °
The proposed 2019 final dividend of RMB6.80 cents per share, —NFRERPBREFRAREG.80
totalling RMB39,355,000, was approved by the Company’s (.:. ,\}\E’%sg 355,000 7T ) B JEA A B L B
shareholders at the annual general meeting on 29 June 2020. It was RIE_EFANA-+tNHERRBFAS
recorded in “other payables and accruals” in the interim condensed L#bE - AR S ATEIREBRL A B RSk
consolidated statement of financial position and was subsequently WA [ﬁmﬁﬁ* B NFEETIER | W%
distributed in August 2020. RZZEZZTFNAIKE -
Y
PROPERTY, PLANT AND EQUIPMENT 10. Y% - BRER®E
During the six months ended 30 June 2020, the Group purchased BE-Z-ZFEXA=1+HINEA  AER
property, plant and equipment with an aggregate cost of B AR A ARS8,305000 T (EZE
RMB8,305,000 (six months ended 30 June 2019: RMB21,591,000). —NENA=+TBHIFNEAAR: AR
21,591,000 7T) 9902 - BRIE Be A%t o
INVENTORIES 1. 7 &
30 June 31 December
2020 2019
—EIEF —ZT-NF
ANA=+H +ZRA=+—H
RMB’000 RMB’000
AR¥T T ARBT T
(Unaudited) (Audited)
(REEER) (F&&ER)
Raw materials EA R 20,478 26,248
Work in progress TR 1,463,744 1,353,886
Finished goods B o 16,112 23,597
Total inventories FEaE 1,500,334 1,403,731
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

wn O R IS i &R B oL (78

30 June 2020 —E-—ZTHF;NH=+H

12. TRADE RECEIVABLES 12. EWE 5 :KI1E

30 June 31 December

2020 2019

—EEHF —FE-NF

ANA=+H +=ZA=+—H

RMB’000 RMB’000

AR®T R ARBFT

(Unaudited) (Audited)

(REEEZR) (fe&z)

Trade receivables FEWE 538 263,288 257,005
Impairment VERIE! (3,479) (2,194)
Trade receivables FEUE Z 5008 259,809 254,811

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to three months, extending to
longer periods for those long standing customers.

The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by senior
management. Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables of the Group based on

AREREFENEDHRANEERSRE
EEPBER—Z=HEA MRAFFHE
EfAEER -

ARE BB 1 R U 3] 0 8 UK AR R A 5 R
REE  MBMRNNERTHSRELE
EHRE - RRESKERTAHE

AEBEEWE 5 FIAREE A NG ST

the invoice date, is as follows: T
30 June 31 December
2020 2019
—B-%F e
RA=+H +ZA=+—H
RMB’000 RMB’000
ARBT T AEBTT
(Unaudited) (Audited)
(REER) (f&E%)
Within 3 months 31E A LAR 236,445 238,458
3 to 6 months 3=6f@A 6,212 14,085
6 months to 1 year 6MEAZE1F 17,146 1,585
Over 1 year 1EM E 6 683
Total wBEt 259,809 254,811

ZENBERR AT
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
o HR G BR fr © B F5 i R B 5 (&)

30 June 2020 —E_TFNA=1H

13. PREPAYMENTS, DEPOSITS AND 13. AT RIE - RERHMEUW
OTHER RECEIVABLES FRIE
30 June 31 December
2020 2019
—ECEF —E-NF
ARA=+H +ZA=+—H
RMB’000 RMB’000
AR¥T ARBFT
(Unaudited) (Audited)
(REEEZX) (se®|z)
Prepayments (note) TR RIR (T EE) 471,585 517,342
Value-added tax recoverable Al BB E R 154,879 165,288
Deposits and other receivables e R E AR GRIE 43,782 41,893
670,246 724,523
Less: Vo
Portion classified as non-current assets ESBAIERBEENIY (348,706) (345,570)
Current portion included in prepayments, SEATER FOE « B E U IE N
other receivables and other assets HiBEA R D 321,540 378,953
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS BR &R & B 5 ¥ R P 5T (48

30 June 2020 —E-—FF;NHA=+H

13. PREPAYMENTS, DEPOSITS AND 13. St E - HERHMEW
OTHER RECEIVABLES (continued) 2IE ()

Note: Mz -
Details of prepayments as at 30 June 2020 and 31 December 2019 are as R-ZTZ-_ETENA=1+AR-_Z—HLE+=-A
follows: =+ —BHFENFIEFBENAT
30 June 31 December
2020 2019
—BCBf —TNEF
AA=t+E  t-A=t-—=
notes RMB’000 RMB’000
Liks3 ARBTR ARETT
(Unaudited) (Audited)
(REBEX) (F8 &%)
Prepayments for fixed assets & E & E TR RIE (i) 313,157 315,345
Prepayments for procurements of PR TR A TR IR (i
condiment products 66,221 68,567
Prepayments for procurements of EREB R MR R TR FOR (iii)
raw materials 89,564 128,465
Other prepayments HAnTERIE 2,643 4,965
471,585 517,342
[0] Prepayments for fixed assets include (i) prepayment for the construction 0 TAEMEMZEAE()ERE _BRE
of Phase Il plant premise amounting to RMB203.6 million; and (i) HMIERZBARK 2036 ST R(i)E=
prepayment for the production equipment for the Phase Il premise R A E RS TEN HIEARK 1006 H
amounting to RMB109.6 million. BT o
(ii) Prepayments for procurements of condiment products primarily (i) A ANENSETIEaEIRRBERE
included prepayments for procurements of condiment products from BURITHDI A DT REN KB HE MBI S
an independent third party manufacturer under a poverty alleviation = 7 U P T RS SRR R TR 2E o

program led by China Development Bank Zhejiang Branch.

(iii) Prepayments for procurements of raw material primarily included the (i) HEEMESEMNRE T EaERBTE =
prepayments for procurements of raw materials from independent third A ERS R BRI TR SO - TR E
party suppliers to ensure the steady supplies of agriculture products. ESHEEE o

The above balances are unsecured, interest-free and have no fixed A e AR . 0B R EEE B E

terms of repayment. The Directors are of the opinion that no Hl . BERA  HERENZIE RKERE

provision for impairment of prepayments, deposits and other Mo e U SR T EHE R E B o

receivables is necessary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
o HR G BR fr © B F5 i R B 5 (&)

30June 2020 —E-_ZTFNA=1H

14. CASH AND CASH EQUIVALENTSAND 14. B4 RBESZBYURTE

TIME DEPOSITS HEFEX
30 June 31 December
2020 2019
—EBCEF —E-NF
RA=Z+H +ZA=+—H
RMB’000 RMB’000
AR¥T AR#EFT
(Unaudited) (Audited)
(REEX) (fEEZ)
Cash and bank balances Be RIRTTHS 460,368 410,107
Time deposits TEHITE R - 67,039
460,368 477,146
Less: poa
Pledged for bank loans EIRAEEERITE R (67,039)
Cash and cash equivalents ReMAeEEY 460,368 410,107
Cash and cash equivalents B MBS EYATY
are denominated in: HIEEHE -
RMB AR & 459,286 409,241
Hong Kong Dollar (HK$) B (BTl 667 676
usD ETT 415 190
Cash and cash equivalents HERRSEED 460,368 410,107
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ChHARS B %R & B 15 $R R Bid 5 (48)

30 June 2020 —E-—FF;NHA=+H

15. TRADE PAYABLES 15. BB S I
An ageing analysis of the trade payables of the Group based on the NEBENEZFRIBIERT S BEHNERB ST
transaction date, is as follows: mr

30 June 31 December

2020 2019
—z-%% —FT-hE
ANBA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T T ARBET T
(Unaudited) (Audited)
(REER) (&%)
Within 3 months S1E A AR 39,514
3 to 6 months 3Z6MEA 13,198
Over 6 months 61& A E 25,875
78,587
Trade payables of the Group are non-interest-bearing and are REFENESHEATTEREREAER—
normally settled on terms of one to six months. The carrying amounts i/\1| AR im,ﬁ o JENE S FHIAHEEHE(EHE
of the trade payables approximate to their fair values. HATEREE -

16. OTHER PAYABLES AND ACCRUALS 16. HfttE{SFIER FEFTIEE

30 June 31 December

2020 2019

—EB-EF —E-NF

ARA=+HA +ZA=+—H

Notes RMB’000 RMB’000

P EE AR®T T AR®ET T

(Unaudited) (Audited)

(REEX) (fEEZ)

Contract liabilities aREaE 7,462 6,727
Other tax payables E e RIE 193,021 166,260
Other payables and accruals H b et 28 & eI B ) 109,632 60,723
Due to the ultimate holding company & &4 ik A B 518 22,392 22,002

Salary payables e #H < 10,276 14,226

342,783 269,938
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
o HR G BR fr © B F5 i R B 5 (&)

30 June 2020 —E_TFNA=1H

16. OTHER PAYABLES AND ACCRUALS 16. HftE{( B R FESIE H

(Continued) (%)
Notes: M5E
(a) Details of contract liabilities are as follows: (a) AHEEFBOT
30 June 31 December
2020 2019
g —T-hEF
AH=t+H +=ZA=+—H
RMB’000 RMB’000
AR¥T R AREFT
(Unaudited) (Audited)
(REBEX) (f&%)
Short-term advances received from customers B &/ YGER 442 B2 50
Sale of goods HEED 6,727
(o)  Other payables are non-interest-bearing and have an average term of (o)  EMENREBEATFE  FHIHERA=[EA -

three months.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

OTHER BORROWINGS

pHARSERGGR B!

17. INTEREST-BEARING BANK AND

B e < Bfd 5 (48)

30 June 2020 —E-—FF;NHA=+H

BN
HERE

Current
Lease liabilities

RITER — FHEM

Bank loans — secured

RITER — AAM

Bank loans — secured
Other borrowing — secured  Ef £ — HiEA
Other borrowing — unsecured E {13 — iK1
[ERRERENA

Finance lease payables

Non-current
Lease liabilities HESRE

RITER — FHEM

Bank loans — secured
HibfEsH — BHEA

Other borrowing — secured

Other borrowing — unsecured Eftf&2 — SiKIF

Total HeE

= 4= H EhH
17. s B RIT R A M 5K
2020 2019
—g-%f “E-NE
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
13 B
F=E (%) I8  AR¥TR FI%E (%) 8 ARETE
4.75-4.90 2021 511 4,75-4.90 - 994
—E-—F
5.00-6.00 on demand 245,000 4,35-6.09  ondemand 466,540
REX REX
4.79-5.87 2021 443,650 4.79-5.87 2020 391,210
“E--f —ECEF
6.74-13.11 2021 136,192 - - -
—E--F
- 6.74-7.97 2020 31,435
S
6.74 2020 27,962
_— 7 _— 7 E
836,192 918,141
4.75-490  2022-2029 4,75-490  2021-2029 2,846
:g: —FZ “E--FF
k- oy 3 ZTohE
5.23 2021 5.23 2021 52,000
—EB--f —E-—F
6.74-13.11 2023 - - -
—EC-=
- 6.74-7.97 2021 51,827
—EC-F
113,224 106,673
949,416 1,024,814
EEMBEERAR —F-FFERNRE 49



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

ch HARS BA %x & B 15 #R KR Bl 5 (48

30 June 2020 —E_TFNA=1H

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

(@  The following assets were pledged as securities for interest-
bearing bank and other borrowings:

17. 5T ERIT R EMER @

(@ WNUTFEEREMERFBRITREME

Property, plant, and equipment N N
Right-of-use assets EREEE
Inventories 78

Pledged deposits 2HEFFR

R ER
Carrying values
REE

30 June 31 December
2020 2019
S —ThEF
ANBA=+H +=ZA=+—H
RMB’000 RMB’000
AR®T R AREET T
(Unaudited) (Audited)
(REER) (FeE=Z)
449,677 317,838
51,384 51,967
641,423 682,279
- 67,039
1,142,484 1,119,123

(b)  Certain of the Group’s bank loans were guaranteed by Mr.
Chen Weizhong, the Director of the Company, Ms. Xing Liyu,
spouse of Mr. Chen Weizhong, Mr. Chen Weidong, brother of
Mr. Chen Weizhong and related companies of the Group (note
21(d)).

(c) As at 30 June 2020, the Group’s bank loans amounting to
approximately RMB245,000,000 (31 December 2019:
RMB466,540,000) were not in compliance with certain financial
loan covenants. The maturity of the aforesaid bank loans as at
30 June 2020 were all within 12 months and have already
been classified as current liabilities.

The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values.
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b AEEETRITEFARNDREERE
BSEAE - BREBSEENEBIN E
T RELEENRLBRERELER
AEE R RER A R HER (R 21(d) °

B4 AR 245,000,000 (==

NFEF+=—A=+—H: AR®
466,540,0007C) W A HFEHE T E
PREFE - RN _ZE_ZTFAA=+H" k
e EIRI T E RGN 128 A A EH -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

P HATG BA

18. OTHER LONG TERM LIABILITIES

= /g
%l\l:l

B e < Bfd 5 (48)

30 June 2020 —E-—FF;NHA=+H

8. HttRHMER

Other long term payables
Special payables

Hih REAENFRIA
FADESEE/NE

On 6 May 2016, two wholly-owned subsidiaries of the
Company, Huzhou Chen Shi Tian Niang Management
Consulting Co., Ltd (“Huzhou Chenshi”) and Huzhou
Laohenghe Brewery Co., Limited (“Huzhou Laohenghe”,
which is also the wholly-owned subsidiary of Huzhou Chenshi)
entered into an investment agreement with China Development
Fund Co., Ltd (“CD Fund”) (the “Investment Agreement”).
Pursuant to the Investment Agreement, CD Fund agreed to
subscribe for 3.5% of equity interest of Huzhou Laohenghe for
a total cash consideration of RMB133 million (the “Capital
Investment”) and Huzhou Laohenghe shall pay CD Fund fix
annual return equal to 1.2% of the Capital Investment from the
date of the agreement. In additions, Huzhou Chenshi has
contractual obligation to repurchase all the equity interest of
Huzhou Laohenghe held by CD Fund within 8 years according
to the repayment schedule under the Investment Agreement.
Further details of the Investment Agreement have been
disclosed in the announcements of the Company dated 9 May
2016 and 29 June 2016, respectively.

As Huzhou Chenshi does not have the unconditional right to
avoid delivering cash to CD Fund pursuant to the Investment
Agreement, the Capital Investment of RMB133 million was
recorded as a financial liability.

30 June 31 December
2020 2019
=EoEBRF T—NF
ANA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R ARBFT
Note (Unaudited) (Audited)
P EE (REER) (fEE=Z)
(a) 133,000 133,000
3,912 3,948
136,912 136,948
(@ RZIZE—XNFRANB  AARMEZR

BWE RN R KEE IR A AER
A AN HMNBRE 1) KON & B FEEE
ARAR(GHMEBER | IRAENER
KWwe2EHBAR) BRMARRESSE
BAR((EHEBERES DI VTER
#H(CEEWBZED - REBTE W= BEH
BREASABEUAREISSEELNER
SR ERE RN EEFNS.5% KA

fm ([EFRRAL - M#AMNEEMEAER
ZhE R RS FRAEERERERA

12%MWEESRABERERES N
BI%R o ptoh - MR AES DEE
ARBIIEHBNERTERRN\FR
BoEMERESHEGHNEZEMN

2R A - BEIEHANE—F
HIBEEARRARBERE -_E—REF
FANAR-ZZE—RERAZTARN
NARE -

B ORI BR S I AR 1B E B Wk i e 1)
BFRERESSINREHEGIERN
Rt AR 133 B BT E R AR
RREeRAsE-

ZEMBSEARLAR —ZE-_TFHHBRE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
R B r © B #5 e = Bl 5 (@

30 June 2020 —E_TFNA=1H

18. OTHER LONG TERM LIABILITIES

(Continued)

(@  (Continued)

The balance of other long term payables was analysed as

18. Htt RHIEEwm

@ (&)

follows:
30 June
2020
—ECEF
~A=+H
RMB’000
ARET T
(Unaudited)
(REEEZR)
Amounts repayable: FEEEFUE
1 to 5 years 1254
19. SHARE CAPITAL 19. IR 7R
Shares ieqvil
30 June
2020
—E-EF
~B=tH
RMB’000
AR¥ET T
(Unaudited)
(REEEZX)
Authorised: ERE
1,000,000,000 ordinary shares of 1,000,000,000 & & I E{E
US$0.0005 (RMB0.00305) each 0.0005 %7t (AR #0.003057T)
R A
Issued and fully paid: BEITRER
578,750,000 ordinary shares of 578,750,000 & &% EI{E
US$0.0005 (RMB0.00305) each 0.0005 %7t (AR ¥ 0.003057T)
EORER LS

Honworld Group Limited Interim Report 2020

:

Hip RN FIRASRO DT T

31 December
2019
—E-hEF
t=-A=+—H
RMB’000
AEBTTT
(Audited)
(F&FEZ%)

133,000

31 December
2019
—E-NF
+—-A=+—H
RMB’000
AREFT
(Audited)
(fE&E%)

3,050

1,767



NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

20. COMMITMENTS

The Group had capital commitments as follows:

P HARSBA MR & B IS R R P 5F (48)

30 June 2020 —E-—FF;NHA=+H

20. HIE

REBB THNEARASE

30 June 31 December
2020 2019
—EBCEF —E-hEF
AA=+HA +ZA=+—H
RMB’000 RMB’000
AR®T R ARBETTT
(Unaudited) (Audited)
(REER) (fEEZ)
Contracted, but not provided for: EETAVERETIR B -
Plant and machinery = s 44,136 46,361
Building BF 74,591 74,945
118,727 121,306

21. RELATED PARTY TRANSACTIONS

(@) Name and relationship of related parties

Name

wE BB

Mr. Chen Weizhong

PR 3T AR S A

Mr. Chen Weidong
PRETR &

Ms. Xing Liyu
MMEL L

Mr. Chen Jinhao

Chen Jinhao 5£ 4
Zhejiang Zhongwei Brewery Limited
AL IREEE AR A A
Key Shine

Key Shine

21. SRR A R 5
(a) BAEET MR BEBRER

Relationship

%

The executive director of the Company

RRABPITES

Brother of Mr. Chen Weizhong

PRETREEMM S

Spouse of Mr. Chen Weizhong

PRAET SRS

Son of Mr. Chen Weizhong

PRETBEENTF

Company significantly influenced by Mr. Chen Jinhao, son of Mr. Chen Weizhong
PBRETAR A 5T Chen Jinhao St £ B B EAFE HEA T
The Company’s ultimate holding Company

ZAYNSIE )= s S 2l /N

ZENBERRAR —T_TFPHRE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
b HA S B8R n & B 5 ¥R R B 5 (58)

30 June 2020 —E-_FFNA=1+H

21. RELATED PARTY TRANSACTIONS 21. H@AB S X5 @

(Continued)

(b) In addition to the transactions detailed elsewhere in these (b) mz=: ?éﬁﬁﬁx&ﬁﬁm*ﬁ #LE’]Q
consolidated financial statements, the Group had the following S8 REBREBE-_ZE_ZFF/H
transactions with related parties during the six months ended =+HIEANBEABNTHEHEAR TR
30 June 2020: R
(i) Certain advances with maximum amount outstanding of () BE_Z-_ZFXA=1+HIX

RMB1,220,000 during the six months ended 30 June ®\A - z]& BEIT IR R EEE R
2020 were made to Zhejiang Zhongwei Brewery Limited, BAFMELRAREERERESE AR
which had been fully settled by the end of the reporting #1,220,000c A T2H - &
period. BAFRIAD NS BIARRIRRAEE -
(i) Asat 30 June 2020, the Group’s balance with Key Shine i) RZZTZTFAHA=1+H &%
was RMB22,392,000, which were unsecured, interest B 4 K Key ShineM & #r AR
free and repayable on demand. During the year ended #22,392,0007T * BEEFNIEAE
31 December 2019, the Group’s maximum amount B B NMIREREE  -HE
outstanding with Key Shine was RMB22,392,000. “E-AF+-_A=+—H8ItF
[ + REE R Key Shine HI7K1E

=% A AR 22,392,000 T °

(c) Compensation of key management personnel (c) XEBXEEEAENMNE

of the Group

Six months ended 30 June
BZEANA=1THIEAREA

2020 2019

S E .=
RMB’000 RMB’000
AR¥T T AR¥ETTT
(Unaudited) (Unaudited)

(REER) (RigEZ)

Salaries, allowances and benefits in kind ¥4 « J28E R E W H % 298
Pension scheme contributions RIREETEIH X 40
Total compensation paid to IRTEEZEEAED

key management personnel & 4a%8 333
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
ch HARS BR &R & B 5 ¥ R P 5T (48

30 June 2020 —E-—ZTHF;NH=+H

21. RELATED PARTY TRANSACTIONS 21. H@AB S X5 @

(Continued)
(d) Provision of guarantees by related parties: (d) EBEETS FTIR LAV IELR -
30 June 31 December
2020 2019
—ECEF —E-NF
ANB=+H +=—A=+—H
RMB’000 RMB’000
AR®T T AR®EF T
Bank loans guaranteed by: HMTERHUTESER
Mr. Chen Weizhong, Mr. Chen Weidong ~ BRETSR L ~ BRETR LR
and Ms. Xing Liyu MR EZ+ 70,000 70,000
Mr. Chen Weizhong and Ms. Xing Liyu PREREERBAERZL 439,650 589,850
Zhejiang Zhongwei Brewery Limited AL IREEE B R AR 55,000 55,000
Mr. Chen Weizhong, Ms. Xing Liyu and PREgESAE  MAEL TR
Zhejiang Zhongwei Brewery Limited AT IREEEAR A A = 20,000
Mr. Chen Weizhong, Ms. Xing Liyu, PRATAESL A « BRI T 224
Mr. Chen Jinhao and Zhejiang Zhongwei  Chen Jinhao 5t 4
Brewery Limited AT IREEERR A A 50,000 55,000
Mr. Chen Weizhong, Ms. Xing Liyu PREAESAE  MAEL TR
and Mr. Chen Jinhao Chen Jinhao 5t 4 34,000 -

648,650 789,850
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
b HA S B8R n & B 5 ¥R R B 5 (58)

30 June 2020 —E-_FFNA=1+H

22. CONTINGENCIES 22. FAREH

56

On 6 December 2019, the Company received a writ of summons by
Natural Seasoning International (HK) Limited (the “Plaintiff”) against,
among others, the Company, Mr. Chen Weizhong and Key Shine as
defendants, on the ground that Key Shine and Mr. Chen Weizhong
have been in breach of certain agreements in relation to, among
others, the operation of the Company and restrictions on disposal of
shares in the Company (the “Litigation”). Details of the Litigation
were set out in the announcement of the Company dated 16
December 2019.

Subject to receipt of further evidences or details of claim from the
Plaintiff; and after having taken into account, amongst other factors,
the fact that the Company is not a party to the agreements leading to
the Litigation, the Company does not consider that the Litigation will
have any material adverse impact on the business and/or operations
of the Group and accordingly have not made any provision for any
claim arising from the Litigation, other than the related legal and other
costs.

Honworld Group Limited Interim Report 2020

RZZE—NF+ZASA KQREE
Natural Seasoning International (HK) Limited
(TR&EDR(ARBE)RRT - REREE
K Key Shine (1E R 1 & ) B H B AR ER -
¥ AKey Shine MEEEEEEEREH
(HHBE) RRAFEERDERQTRGR
HlE e T i ([ &ERER ) o ZFANFIEE
RARBIBE AR -_T—NAE+A+/BH
N

HREAREEZEBRAFRRERENES
B XEEE (AP EHE) ARAALIFSIE
ZAR AR BT AT B AR B LR
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