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Corporate Information
ATEH
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Corporate Information (Continued)
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Mr. HU Jiaging (Resigned on April 26, 2019)
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Mr. CHEUNG Kai Cheong, Willie (FCPA, FCCA)
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Mr. ZHOU Fuyu
Mr. CHEUNG Kai Cheong, Willie
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Corporate Information (Continued)
NEER(E)

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 8-1 Huitong Road Zoumaling

Dongxihu District

Wuhan City, Hubei Province, PRC

Postal code: 430040

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Intertrust Corporate Services (Cayman) Limited

190 Elgin Avenue

George Town

Grand Cayman

KY1-9005

Cayman Islands

HONG KONG SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East Wanchai

Hong Kong

REGISTERED OFFICE IN CAYMAN ISLANDS
190 Elgin Avenue

George Town

Grand Cayman

KY1-9005

Cayman Islands
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Corporate Information (Continued)
NEER(E)

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
40th Floor, Sunlight Tower

No. 248 Queen’s Road East

Wanchai

Hong Kong

PRINCIPAL BANKS

Industrial and Commercial Bank of China Limited (Xibeihu Sub-Branch)
Bank of Communications Co., Ltd. (Xinshijie Sub-Branch)

Bank of Communications Co., Ltd. (Offshore Finance Division)

Credit Suisse Bank (Hong Kong Branch)

China Merchants Bank Co., Ltd. (Wuhan East Lake District Branch)
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Business Overview and Outlook
EKORENES

MARKET OVERVIEW

In the first half of 2019, China’s macro-economy has achieved a stable
GDP growth, and Chinese domestic consumer spending has generally
been recovering. Chinese casual braised food industry, nevertheless, has
been facing an unprecedented competitive landscape, as a result from
various factors, including the changes in supply-and-demand of the
upstream business, rapidly evolving consumption habits, as well as the
challenges from continuous brand upgrade and replacement resulting
from consumption upgrades.

Consumer groups comprising primarily of the post-90 and -00 generations
have been quickly growing under the new environment, who have more
consumption choices with diversity and personalized concerns. As such,
to timely understand the consumption habits and demands of young
consumers becomes an important task of the players in the consumer
goods industry. It is also witnessed that the customer loyalty to a single
brand has been decreasing considerably. “Whole category” casual food
brands have entered into the braised food sector through online channels
and competed with low-price strategy. As to the offline, consumers
are further diverted by continuously emerging new regional or long-tail
braised food retail brands. In addition, the intensified upstream supply-
and-demand relationships of animal proteins due to the African swine
fever outbreak, as well as the intensified competition for better store
locations in areas with high passenger traffic, such as transport hubs and
busy shopping areas, have continued to be the major challenges for casual
braised food companies nowadays in China.

Chinese government has enhanced the regulations on small-scale food
production industry, which drove the consumption scenarios of casual
braised food from traditional family food workshops to transform into
branded chains and seek distribution channels of convenience stores and
supermarkets. Zhou Hei Ya International Holdings Company Limited (the
“Company”) together with its subsidiaries (collectively the “Group”)
will continue to put the customers first, focus on product innovation, and
endeavor to improve customers’ shopping experience by streamlining
online and offline retail resources and logistics network, creating omni-
channel retailing scenarios and exploring multi-channel strategy in light of
distribution.
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Business Overview and Outlook (Continued)

EBEENEZE(E)

OVERALL BUSINESS AND FINANCIAL PERFORMANCE
Store Network Expansion and Optimization

In the first half of 2019, the Group continued to optimize store network
establishment to enhance store network expansion and penetration. The
Group also conducted a more careful scrutiny on single store performance.
It newly opened 84 self-operated retail stores and closed 117 stores
during the six-month period, mainly due to store underperformance and
urban renovation. In the first half of 2019, the Group newly entered into
a number of new cities, such as Xinyang in Henan Province, Jinjiang in
Fujian Province, and Jiangmen and Shantou in Guangdong Province. As of
June 30, 2019, the total number of the Group’s self-operated retail stores
reached 1,255, covering 96 cities in 17 provinces and municipalities in
China.

Geographically, central China region remained the major regional market
of the Group for the six months ended June 30, 2019, which contributed
approximately 60.0% of total revenue derived from self-operated
retail stores for the six months ended June 30, 2019. Southern China
experienced a significant growth during the six months ended June 30,
2019 and its revenue contribution increased by approximately 28.8%
compared with the corresponding period in 2018. The Group tapped into
and started to generate revenue from northwestern China region in late
2018.

In the first half of 2019, it remained a major strategy of the Group to
locate its self-operated retail stores in the transport infrastructure, such
as airports, railway stations and subway stations, or the ancillary facilities
surrounding the transport infrastructure. As of June 30, 2019, among
all self-operated retail stores operated by the Group, 362 stores were
transport hub stores and revenue derived from such hub stores accounted
for approximately 40.1% of the total revenue for the six months ended
June 30, 2019.
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Business Overview and Outlook (Continued)

EBEENEZE(E)

The table below sets forth a breakdown of the number of self-operated T &EEHN TR ZHIEALE 25|00 8 2P E434%
retail store network by geographic location for the periods indicated: 2 H A -

Number of Stores el ¢E]

Six Months Ended June 30,
BZEANA=1tHILAEA

2019 2018
—F-nE —2-N%
# % # %
A A
Central China® Esc== 10} 560 44.7 520 43.4
Southern China®@ FEFO 226 18.0 207 17.3
Eastern China® FEHO 203 16.2 228 19.1
Northern China® FE{p@ 180 14.3 178 14.9
Southwestern China® g 77 6.1 63 53
Northwestern China® [rizpigll 9 0.7 - -
Total #aEt 1,255 100.0 1,196 100.0
Revenue Wz

Six Months Ended June 30,
BEZXA=1tHIEAEA

2019 2018
—E-hF —ZE-N\F
RMB’000 % RMB’'000 %
AR®T T AR®TR
Central China® FEHO 841,575 60.0 865,030 62.8
Southern China®@ FEF 224,735 16.0 174,540 12.6
Eastern China® FEHO 153,530 10.9 167,378 12.2
Northern China® FEt@ 149,573 10.7 147,065 10.7
Southwestern China® FarEe 28,315 2.0 23,376 1.7
Northwestern China® [riip1 42 5,446 0.4 - -
Total “@st 1,403,174 100.0 1,377,389 100.0
Note: Kiat -

(1) Comprises Hubei Province, Hunan Province, Henan Province, Jiangxi Province (1) B¥E#fiLeE « #fEE AEE  ITAEREHE -
and Anhui Province.

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

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province. ) BELEM IT&HSE RIS -

(4)  Comprises Beijing, Tianjin, Hebei Province and Shandong Province. (4 BIELET - KEW TR RILESR -
(5)  Comprises Chongging and Sichuan Province. (5) BREEEMERMEIIE -

(6)  Comprises Shaanxi Province. (6) BIEREE -
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Business Overview and Outlook (Continued)

EBEENEZE(E)

Production Capacity

The Group continued to penetrate in new regional markets by establishing
retail stores, in order to improve the efficiency of logistics and customer
experience. The Group also continued to expand its production capacity
so as to match the market demands and the expanding store network.
The processing facility in Dongguan in Guangdong Province commenced
operation in the first half of 2019. The Group continued to optimize its
production arrangements in order to increase its production capacity and
efficiency in the first half of 2019. Based on its long-term development
strategies, the Group has carried out the plan to establish processing
facilities in five regions across the country. The Group currently has three
processing facilities located in Hebei, Hubei, and Guangdong, and is in
the process of constructing two additional processing facilities located in
Jiangsu and Sichuan.

The Group has continued to optimize the production capacity of its
processing facilities, aiming to address the pressure arising from the
long distance to various retail stores and the products’ short shelf-
life. Meanwhile, the Group expects the overall production capacity to
increase to match the expansion of sales network, which will also support
the launch of new products. It is believed that, with its current and
new production facilities under development, the Group has sufficient
production capacities to meet the customer needs nationwide in the
future.

Branding and Marketing

In the first half of 2019, the Group continued to enhance its branding
establishment and upgrade its brand image. It launched a number of
online and offline marketing and promotional events to maintain a young
and fashionable brand image, aiming to increase the brand awareness
and customer loyalty.
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Business Overview and Outlook (Continued)

EBEENEZE(E)

Through offline channels, the Group cooperated with popular public
figures targeting the young consumer groups of post-90 and -00
generations. It placed traditional offline advertisements, featuring with
popular public figures and trending brand hashtags, at transport hubs
such as airports and subways. The Group has also actively organized
various interactive events with members in order to attract young
customers. In the first half of 2019, the Group continued to organize
exploring feast tours to attract young customers who are labeled as
being interested in enjoying life and travelling, and hold periodical tasting
events for members to offer face-to-face interactions with customers
and enhance their loyalty. Through online channels, the Group also
enhanced its brand awareness and attraction among young customers
who are active in online social media communities by posting interesting
short-form videos and creating fun and quality online content marketing
activities and interactions, driving traffic through vertical social media
platforms such as Xiaohongshu and Toutiao. Moreover, the Group
organized high-quality cross-promotional events to explore multi-faceted
consumption scenarios.

In the first half of 2019, the Group invited well-known design firms
to assist the upgrade of its brand IP, which is featured with a younger
personalizing image, and had promoted and spread such new brand
image online through various social media platforms. It also upgraded the
appearance of product packages to carry and spread the new IP image.

E-Commerce and Online Ordering and Delivering
Operation

Since 2019, the online competition has become more and more intense
and the magic of online traffic has been fading. Facing with such new
challenges, the Group continued to expand its sales network across
the country, to develop its self-operated online platform as well as to
accelerate its plans in connection with establishing presence on other
third-party e-commerce communities. On the other hand, based on the
understanding and market insights about online consumption demands,
the Group continued its production innovation, and design marketing
events in different forms, such as live shows on Tmall, and cross-
promotions partnering with other e-commerce brands. The Group also
introduced new online-only customized products to boost online sales,
such as New Year gift packs and all-in gift packs. For the six months
ended June 30, 2019, revenue derived from online channels increased by
9.3% from the corresponding period in 2018.
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Business Overview and Outlook (Continued)

EBEENEZE(E)

In the first half of 2019, the Group has offered local food ordering and
delivery services in the cities where it has self-operated retail stores. It had
also increased the marketing efforts for such delivery services. On the one
hand, the Group continued the corporation with third-party local food
ordering and delivery platforms. On the other hand, it endeavored to
attract customer traffics to try the delivery services from the mini-program
on WeChat by marketing activities on WeChat and in retails stores. In
the six months ended June 30, 2019, revenue derived from online food
ordering and delivery increased by 47.5% from the corresponding period
in 2018.

Industry and Business Outlook

With the increasingly stringent governmental regulations on the industry
and the rapidly evolving consumption behaviors and habits, China’s casual
braised food industry has been in dire need of transition and consumption
upgrades. The industry, however, is facing the pressures from rising
raw material costs, rental and labor costs, as well as the intensifying
competition. The Group believes that the omni-channel and multi-scenario
retailing is expected to be a new normal model of its industry, and the
establishment of a comprehensive value chain centering the customers
and addressing their needs will be critical for future success.

The Group’s major development targets in the following stage are to
enhance its core competitiveness, to increase the market share, and to
strengthen its leadership in the industry. The Group’s business strategies
will focus on the following aspects:

Take advantage of the franchise model and further penetrate
existing markets and strategically expand into new selected regions;

o Explore multiple distribution channels;
o Enhance product innovation;
o Optimize and integrate marketing and promotion resources; and

o Develop the result-oriented talent incentive programs.
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Management Discussion and Analysis

EIERE I wmE D AT

The following table sets forth the Group’s unaudited consolidated
statements of profits or losses and other comprehensive income in

absolute amounts and as percentage of the Group’s total revenue for

the periods indicated, together with the change of the six months ended
June 30, 2018 over the six months ended June 30, 2019 (expressed in

TREVIARENRERZGA B L2 EKE
*x o BERENA RN EE S MR ERE KR
WAL - BRBZE T - N\FRA=THIXEAR

DLFIR) °

percentages).
Six Months Ended June 30,
BERA=THLAEA Period-over-
2019 2018 Period Change
“E-hE —E-N\E R 28
RMB'000 % RMB’000 % %
AR®T T ARETT
Revenue hE 1,625,947 100.0 1,596,582 100.0 1.8
Cost of sales SHER AR (717,314) (44.1) (640,905) (40.1) 11.9
Gross profit E 908,633 55.9 955,677 59.9 (4.9)
Other income and gains, net HEu A R e 58 60,502 3.7 65,217 4.1 (7.2)
Finance cost RBER (14,584) (0.9) - - -
Selling and distribution expenses HERERY (551,251) (33.9) (495,158) (31.0) 113
Administrative expenses THEX (101,290) (6.2) (86,560) (5.5) 17.0
Shares of losses of an associate Ah—EBERARER (7,435) (0.5) - - -
Profit before tax BRBLATER 294,575 18.1 439,176 215 (32.9)
Income tax expense FfEHREX (70,520) (4.3) (107,665) (6.7) (34.5)
Profit for the period HREA 224,055 13.8 331,511 20.8 (32.4)
Other comprehensive income Hitt2EBA
Exchange differences on translation of BINEHRER
foreign operations X E 6,563 0.4 12,410 08 (47.1)
Other comprehensive income for the period, ~ HARE 2 EUA
net of tax (BRFi2) 6,563 0.4 12,410 0.8 @47.1)
Total comprehensive income HAZEBA
for the period kel 230,618 14.2 343,921 215 (32.9)
Basic and diluted earnings BREAREHAF NA NA
per share (RMB) (AR%7) 0.10 TEA 0.14 Sl (28.6)
Revenue Wz

The Group’s total revenue slightly increased by approximately 1.8%
from RMB1,596.6 million for the six months ended June 30, 2018 to
RMB1,625.9 million for the six months ended June 30, 2019, which was
primarily due to the slight increases in sales from self-operated retail stores

and online channels.
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Management Discussion and Analysis (Continued)

EEETWED T (&)

Cost of Sales

Cost of sales increased by approximately 11.9% from RMB640.9 million
for the six months ended June 30, 2018 to RMB717.3 million for the six
months ended June 30, 2019, primarily due to the overall increase in
our raw material costs, the increase in depreciation as the expansion of
processing facilities and the increased labor costs.

Gross Profit and Gross Profit Margin

As a result of the foregoing, the Group’s gross profit decrease by 4.9%
from RMB955.7 million for the six months ended June 30, 2018 to
RMB908.6 million for the six months ended June 30, 2019.

The Group's gross profit margin decreased from 59.9% for the six months
ended June 30, 2018 to 55.9% for the six months ended June 30, 2019.

Other Income and Gains, Net

The Group’s other income and gains, net decreased by approximately
7.2% from RMB65.2 million for the six months ended June 30, 2018 to
RMB60.5 million for the six months ended June 30, 2019. The decrease
was primarily due to (i) a decrease of RMB9.0 million in gain of foreign
exchange, and (ii) a decrease of RMB5.0 million in interest income from
bank deposits and structured deposits, partially offset by (i) a decrease
in loss on disposal of items of property, plant and equipment of RMB7.0
million and (ii) an increase in government grants of RMB2.3 million.

Finance Cost

The Group incurred finance cost of RMB14.6 million in the six months
ended June 30, 2019, which mainly represented the interest expenses of
lease liabilities recognized due to the adoption of HKFRS 16 Leases since
January 1, 2019.

Selling and Distribution Expenses

The Group’s selling and distribution expenses increased by approximately
11.3% from RMB495.2 million for the six months ended June 30, 2018 to
RMB551.3 million for the six months ended June 30, 2019. The increase
was primarily due to the increases in rental expenses in connection with
the Group’s store network expansion, salary and welfare for selling
personnel, advertising and promotion related expenses, as well as the
transportation expenses resulting from geographic expansion.
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Management Discussion and Analysis (Continued)
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Administrative Expenses

The Group’s administrative expenses increased by approximately 17.0%
from RMB86.6 million for the six months ended June 30, 2018 to
RMB101.3 million for the six months ended June 30, 2019, primarily
due to (i) the increase in administrative expenses in connection with the
commencement of operation of the Group’s Hubei processing facility
(Phase I) and Dongguan processing facility in the second half of 2018 and
the first half of 2019, respectively, and (ii) the increasing amortization
expenses of software and hardware in connection with the launch of SAP
system in different regions within the Group.

Shares of Losses of an Associate

For the six months ended June 30, 2019, the Group incurred shares of
losses of an associate of RMB7.4 million in connection with the 37.51%
equity interest (50% prior to March 2019) in Shenzhen Tiantu Xingnan
Investment Partnership (Limited Partnership), which was jointly established
with two subsidiaries of Shenzhen Tiantu Investment Co., Ltd., resulting
from the management and administration related expenses at its early
stage. The change in the Group’s equity interest in Shenzhen Tiantu
Xingnan Investment Partnership (Limited Partnership) was due to the
addition of a new partner in March 2019.

Profit Before Tax

As a result of the foregoing, the Group recorded profit before tax of
RMB294.6 million for the six months ended June 30, 2019, decreased by
approximately 32.9% from RMB439.2 million for the six months ended
June 30, 2018.

Income Tax Expense

Income tax expense decreased by approximately 34.5% from RMB107.7
million for the six months ended June 30, 2018 to RMB70.5 million for
the six months ended June 30, 2019, primarily due to the decrease in
taxable profit.

Profit for the Period

As a result of the foregoing, due to the fact that the Group’s continued
increases in operating expenses and costs, the Group’s net profit
decreased by approximately 32.4% from RMB331.5 million for the six
months ended June 30, 2018 to RMB224.1 million for the six months
ended June 30, 2019. Net profit margin was 20.8% for the six months
ended June 30, 2018 and 13.8% for the six months ended June 30, 2019,
respectively.
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Exchange Differences on Translation of Foreign Operations
Exchange differences on translation of foreign operations decreased
from a gain of RMB12.4 million for the six months ended June 30, 2018
to a gain of RMB6.6 million for the six months ended June 30, 2019,
primarily represented the foreign exchange gains on the cash and deposits
denominated in the Hong Kong dollars and the U.S. dollars held by the
Group's overseas subsidiaries whose functional currency is the Hong Kong
dollars.

Total Comprehensive Income for the Period

As a result of the foregoing, the Group’s total comprehensive income for
the six months ended June 30, 2019 decreased by approximately 32.9%
to RMB230.6 million from RMB343.9 million for the six months ended
June 30, 2018.

Liquidity and Capital Resources

During the six months ended June 30, 2019, the Group financed its
operations primarily through cash generated from its business operations
and the net proceeds received from its initial public offering (the “IPO").
The Group intends to finance its expansion and business development by
internal resources and through organic and sustainable growth, as well as
to use the net proceeds received from its IPO.

Capital Structure

As of June 30, 2019, the Group had net assets of approximately
RMB4,032.6 million, as compared to RMB4,125.7 million as of December
31, 2018, comprising current assets of approximately RMB2,557.6
million, non-current assets of approximately RMB2,392.5 million, current
liabilities of approximately RMB626.8 million and non-current liabilities of
approximately RMB290.7 million.

As of June 30, 2019 and December 31, 2018, respectively, the Group had
no borrowings from bank and financial institution.

The Group monitors capital using a gearing ratio, which is interest-bearing
bank borrowings less cash equivalents divided by the total equity. As
at June 30, 2019 and December 31, 2018, the Group had no interest-
bearing bank borrowings and thus no gearing ratio was calculated.

As of June 30, 2019 and December 31, 2018, the cash and cash
equivalents of the Group were mainly denominated in Renminbi (“RMB")
and USD, with certain amount denominated in Hong Kong Dollars
("HKD") and small amount denominated in Euro (“"EUR").
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Management Discussion and Analysis (Continued)
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Cash and Bank Balances

As compared with RMB1,671.1 million as of December 31, 2018, the
Group had cash and bank balances of approximately RMB1,500.3 million
as of June 30, 2019, which consisted of unrestricted cash and bank
balances of approximately RMB294.8 million and term deposits with
maturity over three months of approximately RMB1,205.5 million.

Financial Risks

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

Use of Proceeds from the Initial Public Offering

Net proceeds from the IPO (including the exercise of the over-allotment
options on November 30, 2016), after deducting the underwriting
commission and other estimated expenses in connection with the Global
Offering which the Company received amounted to approximately
HK$2,792.3 million, comprising HK$2,428.1 million raised from the IPO
and HK$364.2 million from the issue of shares pursuant to the exercise
of the over-allotment options, respectively. The remaining balance of the
proceeds from the IPO was RMB1,335.4 million as of December 31, 2018
and RMB1,123.7 million as of June 30, 2019, respectively.
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The table below sets forth the use of proceeds by the Group as of June  TERHBHIAEEEHEE —_ZT—NFNA=ZTHHAMER
30, 2019: TEAS -

Amount Amount
that had that was
been used forthe  Remaining

utilized  six months balance
as of ended as of Expected
June 30, June 30, June 30, timeline of
Budget 2019 2019 2019  utilization®
Bz
i — -3 8z
“Z2-h1F KNA=ZtH ZB-hF
AA=1+H EAREA  RA=+H B8
BE CBALE FRANLE BTER  BARERO
(in RMB million)
(MARBEERSE)
Construction and improvement of BEESEMT N/A
processing facilities TIH 858.3 858.3 93.1 - TEA
in six years
Development of retail store network BB P R 367.8 85.2 13.5 282.6 RIR6F
Brand image campaigns, including the mIEFEES(R1E in four years
e-commerce marketing campaigns EFEKEHED) 2943 129.8 56.0 164.5 HIRAE
N/A@
Improvement of research and development — EZEAf 3¢ 2452 17.0 5.5 228.2 TEAe
N/A
Acquisition and strategic alliances B K% B LB B2 2452 17.9 - 2273 TNEFP
Upgrades of information technology FRESRITRS
systems, including the enterprise (BELEER N/A@
resource planning system BEESD) 196.2 443 5.6 151.9 NiFe
General replenishment of BRER—REE in two years
working capital N 2452 176.0 38.0 69.2 RIR2EF
Total @er 2,452.2 1,328.5 211.7 1,123.7
Note: Hiat -
™M Based on the Group's current estimates of its business plans and market ~©  BEANEEHHBAEBTE LR ETHG
conditions, and subject to change and adjustment. it FIREEEE KR -

@ The Group expects that the remaining balance will be used in accordance @  A&EEFEFFISEA ISR RARRLERBETER
with the intended usage in the coming years as indicated but it is not able to BER  BHERBEE TS BMTEMN AR
reasonably estimate a detailed timeline of utilization at current stage. E
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Management Discussion and Analysis (Continued)
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As of June 30, 2019, net proceeds not utilized had been deposited into
short-term deposits and money market instruments, including structured
deposits. There has been no change to the intended use of net proceeds as
previously disclosed in the prospectus of the Company. The proceeds were
used and are proposed to be used as and when appropriate based on the
Group's business needs according to the intentions previously disclosed in
the prospectus of the Company dated November 1, 2016.

Indebtedness

As of June 30, 2019, the Group did not have any outstanding
indebtedness or any loan capital issued and outstanding or agreed
to be issued, bank overdrafts, loans or similar indebtedness, liabilities
under acceptances (other than normal trade bills), acceptance credits,
debentures, mortgages, charges or hire purchase commitments,
guarantees or other contingent liabilities or any covenant in connection
thereof.

Cash Flows

For the six months ended June 30, 2019, net cash generated from
operating activities increased to approximately RMB469.4 million from
RMB207.2 million for the six months ended June 30, 2018, which was
mainly attributed to profit before tax of RMB294.6 million, adjusted
for certain non-cash items such as depreciation and amortization of
RMB161.9 million. Additional factors that affected net cash generated
from operating activities included a decrease of RMB152.9 million
in inventory, the income tax paid of RMB99.7 million, a decrease of
RMB11.3 million in other payables and accruals, an increase of RMB13.6
million in prepayments, deposits and other receivable, an increase of
RMB18.5 million in trade payables.

For the six months ended June 30, 2019, net cash generated from
investing activities was approximately RMB151.0 million compared with
net cash used in investing activities of RMB18.4 million for the six months
ended June 30, 2018, which was mainly attributed to purchases of
structured deposits of RMB1,355.0 million, purchases of property, plant
and equipment of RMB220.1 million, partially offset by the proceeds from
disposals of structured deposits of RMB1,329.0 million and a decrease of
term deposits of maturity over three months of RMB359.6 million.

For the six months ended June 30, 2019, net cash used financing activities
increased to approximately RMB434.2 million from RMB235.9 million
for the six months ended June 30, 2018, which mainly represents the
dividends paid in the amount of RMB326.2 million as well as the lease
rental payments of RMB108.0 million.
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Structured Deposits

The Group from time to time invests in asset management products,
primarily structured deposits, in order to better facilitate its cash
management. Structured deposits were principal-protected products
which typically had a fixed short term and may be redeemed upon
their respective expiry dates. As of June 30, 2019, the Group invested
approximately RMB652.7 million of structured deposits (December 31,
2018: approximately RMB626.8 million). The underlying investments
of the structured deposits were primarily short-term sovereign bonds,
financial bonds and central bank bills, and other investment products
issued by commercial banks in the inter-bank market in China, which
were very liquid with a relatively short term of maturity, and which were
considered to be similar to placing deposits with banks whilst enabling the
Group to earn a relatively higher rate of return. In the six months ended
June 30, 2019, interest income from structured deposits amounted to
approximately RMB12.3 million (June 30, 2018: approximately RMB22.3
million).

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

In view of an upside of earning a relatively higher return than current
saving or fixed deposit rate under the low interest rate trend, as well as
the principal-protected nature and a relatively short term of maturity of
the structured deposits, the directors of the Company (“Director”) are
of the view that the structured deposits pose trivial risk to the Group and
the terms and conditions of each of the structured deposits are fair and
reasonable and are in the interests of the Company and its shareholders as
a whole.

Capital Expenditure

The Group’s capital expenditures amounted to RMB212.6 million for
the six months ended June 30, 2019, mainly in connection with the
establishment and improvement of processing facilities, and the upgrades
of self-operated retail stores. The Group financed its capital expenditures
primarily with cash generated from operations and the proceeds from the
IPO.

Contingent Liabilities and Guarantees
As of June 30, 2019, the Group did not have any significant contingent
liabilities, guarantees or any litigation against it.
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MAJOR INVESTMENT
In the six months ended June 30, 2019, the Group did not conduct any
material investments, acquisitions or disposals.

TURNOVER RATIOS

Average inventory turnover days remained relatively stable at 68.0 days
for the six months ended June 30, 2018 and 67.0 days for the six months
ended June 30, 2019, respectively.

Average trade receivables turnover days increased from 2.7 days for the
six months ended June 30, 2018 to 3.6 days for the six months ended
June 30, 2019, primarily due to the increase of the payment settlement
cycles of certain transport hub stores.

Average trade payables turnover days remained relatively stable at 22.3
days for the six months ended June 30, 2018 and 23.7 days for the six
months ended June 30, 2019, respectively.

EMPLOYEE AND LABOR COST

As of June 30, 2019, the Group had a total of 4,933 employees, among
which approximately 55.0% were retail store operations and sales staff
and approximately 15.4% were manufacturing staff at its processing
facilities.

For the six months ended June 30, 2019, the Group incurred total labor
costs of RMB245.8 million, representing approximately 15.1% of total
revenue of the Group.

TOP SUPPLIERS AND TOP CUSTOMERS

For the six months ended June 30, 2019, purchases from the
Group's largest duck supplier in terms of RMB amount accounted for
approximately 9.6% of total purchase cost and the aggregate purchases
from its top five duck suppliers in terms of RMB amount in aggregate
accounted for approximately 25.8% of total purchase cost.

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

RESERVES

As of June 30, 2019, the Group's reserves available for distribution to
shareholders of the Company amounted to approximately RMB1,900.4
million.

SUBSEQUENT EVENTS

No material events were undertaken by the Group subsequent to June 30,
2019 and up to August 27, 2019, being the date of this interim report.
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Other Information

H&EH

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES OR DEBENTURES OF THE COMPANY OR ITS
ASSOCIATE CORPORATIONS

As of June 30, 2019, the interests and short positions of the Directors
and the chief executive of the Company in the Shares, underlying Shares
or debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO"))
as recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO or as notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) were as follows:

EERRETHRASRA R ANEEEE
BE ARG - RO NEER 2 EE R
B

BHE_Z-NAFRA=ZTH BERFRARSHTH
ABERRDRSEBEEEE(FERES LBAEED
(TRFRBEHD DEXVEB) WD - HERDIE
EETHEERIEE S LA RIIEI2EREAFE
RRFZELMAERL - SiRE EH T AERET
EFXHNBRETRI([BESFR AN AR R RE
BEMARSMARAF (B ER KRN
T~

Name of Group Number of Approximate
member/associated Capacity/ underlying percentage of
Name of Director/Chief Executive corporation Nature of interest Shares® shareholding
rE@AKE 5%,/
EZ BETHRASRS HELEER EEME HRERGHBO BORERSL
Mr. ZHOU Fuyu The Company Interest of spouse® 1,474,936,5002 61.89%
EEH L RRE FLiB R
Notes: Brat -

(1

All interests stated are long positions.
(2)  These 1,474,936,500 Shares represent 1,690,500 Shares held by Ms.
Tang Jianfang, 1,191,838,500 Shares held by Healthy Origin Holdings
Limited, 32,480,300 Shares held by ZHY Holdings Il Company Limited and
248,927,200 Shares held by ZHY Holdings IV Company Limited.

The entire issued share capital of Healthy Origin Holdings Limited and ZHY
Holdings Il Company Limited are held by ZHY X Holdings Co., Limited
(“ZHY X") which in turn is 100% held by Cantrust (Far East) Limited being
the trustee of Fuyu Family Trust (the “Trust”). Ms. Tang Jianfang is the
settlor of the Trust. Therefore, Ms. Tang Jianfang is deemed to be interested
in 1,191,838,500 Shares and 32,480,300 Shares held by Healthy Origin
Holdings Limited and ZHY Holdings Il Company Limited, respectively. Since Ms.
Tang Jianfang owns 67.8% of ZHY Holdings IV Company Limited, Ms. Tang
Jianfang is also deemed to be interested in 248,927,200 Shares held by ZHY
Holdings IV Company Limited.

@)

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

(1) FIRHFEEREAITAE -

% 1,474936500 Rl R B &I X T H
H 1,690,500 KM  BEERERAAFAE
1,191,838,500 fi% f% 15 + ZHY Holdings Il Company
Limited #f 5 32,480,300 f% % 1» & ZHY Holdings IV
Company Limited#% 248,927,200 B 15 ©

@)

fERIEAZ A BR A B &ZHY Holdings Il Company Limited
2 2 EPE BT TIRAHZHY X Holdings Co., Limited([ZHY
XDFA ZHY XBEERREEFL(TER] 2XFEA
Cantrust (Far East) Limited®&#4 ° SrEMEEA
BERFLLT  MEEFSZITWRAED BIRERER
AR A A MZHY Holdings Il Company Limited #7482
1,191,838,500 A& %17 K 32,480,300 A% A% 15 5 4
7 o BREEIS LT #ABZHY Holdings IV Company
Limited#967.8% * BEFEDS 2 T IMER AR ZHY Holdings
IV Company Limited$$7%8 2 248,927,200 B {H B
s o

ARERERF LLIHERRE - SREZS R AE G
BRANERT LR EEENRMD P AR o
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Other Information (Continued)
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Save as disclosed above, as at June 30, 2019, none of the Directors nor
the chief executive of the Company had any interests or short positions in
any of the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO or as notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES DISCLOSEABLE
UNDER THE SFO

As at June 30, 2019, the following persons (other than the Directors or
the chief executive of the Company) have interests or short positions in
the Shares or underlying Shares as recorded in the register required to be
kept by the Company under section 336 of the SFO:

BREXEBEEIN R-F-AFANA=1RH  HEE
ERARRBRSITHABRARRNEEEER(E
BEREBS NG ERPIEXVER) 2kt - BN NE
BEP A ARER S BRI FE352FRLER
ZAYN Tﬁﬁﬁ’]ﬂx%%ﬂﬁﬁ’ﬂ{ﬂf“*ﬂ KB HARE
BRAEST RIS AN R R FT 2 A TOR A ©

RBERSRPERIATFHRENEERR
REAMA LRI R ATBA IR A7 A9 35 52 %
B

Z-NFRA=ZTH A TAL(BEEFLARF
SITBABRINR AR BB M XBEIRM T HEE
$Eﬁ““m%&ﬂﬂi"iﬂﬂ %53 361!%%E)%Eﬂﬁﬁé$’&ﬂﬁ
B HBIR A M E AR gOR

Al

\\\ hﬂl]] %
]Dl N

Approximate
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Number of Shares percentage

Name of shareholder Nature of interest or securities held® of interest
BREREZ ERty FERAREFSHEO BARERDL
Ms. TANG Jianfang® Interests in a controlled corporation 248,927,200 (L) 10.45%
EEFxtoe REG A

Settlor of a family trust 1,224,318,800 (L) 51.37%

RIGETETA

Beneficial owner 1,690,500 (L) 0.07%

EnEAA
Cantrust (Far East) Limited® Trustee 1,224,318,800 (L) 51.37%
Cantrust (Far East) Limited® ZEEA
ZHY X Holdings Co., Limited® Interest in a controlled corporation 1,224,318,800 (L) 51.37%
ZHY X Holdings Co., Limited® XEGEEER
Healthy Origin Holdings Limited Beneficial owner 1,191,838,500 (L) 50.01%
RIRERER AR EnEAA
ZHY Holdings IV Company Limited Beneficial owner 248,927,200 (L) 10.45%
ZHY Holdings IV Company Limited BEnlEAA
Ms. ZHOU Ping® Interests in a controlled corporation 136,440,000 (L) 5.73%
Eh A EG A B
ZHY Holdings Il Company Limited Beneficial owner 136,440,000 (L) 5.73%
ZHY Holdings Il Company Limited ERHEAA
Mr. WANG Yonghua® Interests in a controlled corporation 182,886,450 (L) 7.67%

FoRERES

EREL IRl fi
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Approximate

Number of Shares percentage
Name of shareholder Nature of interest or securities held® of interest
BREE i FERARBERAY  BOREESH
Shenzhen Tiantu Investment Interests in a controlled corporation 182,886,450 (L) 7.67%
Management Co., Ltd.® ZEfEE RS
R AEREERRNBRAF
Tiantu Advisory Company Limited® Interests in a controlled corporation 182,886,450 (L) 7.67%
AEFABRRFS ZEfEEER
Tiantu Investments Limited® Beneficial owner 182,886,450 (L) 7.67%
Tiantu Investments Limited® EnlEBA
UBS Group AG Interest in a controlled corporation 116,417,564 (L) 4.89%
UBS Group AG SEHEE R 3,565,300 (S) 0.15%
Notes: it -
(1) The letter “S” denotes the person’s short position in such Shares. The letter “L” (1) [SIHEBBATRZERMD ZAR - [LITEBEBA LR
denotes the person’s long position in such Shares. ZERM IR °
(2)  These 1,472,225,500 Shares represent 1,190,818,000 Shares held by Healthy ~ (2)  7:%1,472,225,500 AXAZ ) & - 2RI AZ B R A B #
Origin Holdings Limited, 32,480,300 Shares held by ZHY Holdings Il Company 1,190,818,000 A%A%5 + ZHY Holdings Il Company
Limited and 248,927,200 Shares held by ZHY Holdings IV Company Limited. Limited # A 32,480,300 % A% 17 }& ZHY Holdings IV
Company Limited $7248,927,200 BXp%) °
The entire issued share capital of Healthy Origin Holdings Limited and ZHY i IRIZERA IR A A 2ZHY Holdings Il Company Limited
Holdings Il Company Limited are held by ZHY X which in turn is 100% held by ZEMEBEITRABZHY XFFE © ZHY XHEFLEZZ
Cantrust (Far East) Limited being the trustee of the Trust. Ms. Tang Jianfang st ACantrust (Far East) Limited 24454 - EE0%:
is the settlor of the Trust. Therefore, Ms. Tang Jianfang is deemed to be ARBEFZL  WERF L THER/D IR ERE
interested in 1,191,838,500 Shares and 32,480,300 Shares held by Healthy AR A B KZHY Holdings Il Company Limited #8
Origin Holdings Limited and ZHY Holdings Il Company Limited, respectively. 2.1,191,838,500 A% %5 32,480,300 A% % 1n AR #EA
Since Ms. Tang Jianfang owns 67.8% of ZHY Holdings IV Company Limited, s o HANERESS ZTHAZHY Holdings IV Company
Ms. Tang Jianfang is also deemed to be interested in 248,927,200 Shares Limited&)67.8% * B ZZ L IR BMRZHY Holdings
held by ZHY Holdings IV Company Limited IV Company Limited#5 74 2 248,927,200 B H %S
% o
(3)  Cantrust (Far East) Limited is the trustee of Fuyu Family Trust established by Ms. ~ (3)  Cantrust (Far East) Limited BE &S L LRI A=A
Tang Jianfang. The Trustee through indirect interest in each of ZHY Holdings RIRELHXFEA o EABBRZHY Holdings Il
Il Company Limited and Healthy Origin Holdings Limited holds 32,480,300 Company Limited & fZRIZAR AR A RIH EEER 9 5l
Shares and 1,191,838,500 Shares respectively. ZHY X, which is wholly-owned #5746 32,480,300/% i {7 }2.1,191,838,500% f& {5 ° ZHY
by the Trustee, through direct interest in each of ZHY Holdings Il Company X(REEAREHR) BANZHY Holdings Il Company
Limited and Healthy Origin Holdings Limited holds 32,480,300 Shares and Limited R RIERER AN EZEEZ D FIFH
1,191,838,500 Shares respectively. 32,480,300 &AM K2 1,191,838,500/% A& 15 °
(4)  Since Ms. Zhou Ping owns 72.22% of ZHY Holdings Ill Company Limited, Ms.  (4)  BRAEEZT#AZHY Holdings Il Company Limited
Zhou Ping is deemed to be interested in 136,440,000 Shares held by ZHY #)72.22% -+ A 2 T #48 B R ZHY Holdings Il
Holdings Il Company Limited. Company Limited# 745 2136,440,0000% 1% 15 7 #E 5 1
(5) Tiantu Investments Limited, a company incorporated in the British Virgin ~ (5)  Tiantu Investments Limited(— %ﬁ%&i?ﬁ%ﬁfﬂﬁ

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

BXA 2 AR B 182, 886 450 i G =y NI
TIRAMBEE 2 7.67% - REFEAEGR AT FATiantu
Investments LimitedE’J91.70% R REREE
EROHERAR(CRINKE ) 2EHE  Z27A—
%EAEF'IEIEF' J\m%}%}ﬁé £t 2%t (NEEQ : 833979)
B E AR o FKELEFARYIKES59.80%
At - AL - BIBEFHFRBEEGIE XV -‘|3 Tiantu
Investments Limited « KEZEABRE A YR E R
FOKE S A S WAR AR Tiantu Investments Limited ES=l
2182 886,450 R M B - (hAARIE BT
RAEEEL7.67% °
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Save as disclosed above, as at June 30, 2019, the Directors and chief
executive of the Company are not aware of any other persons/entities, not
being a Director or chief executive of the Company, who has an interest
or short position in the Shares or the underlying Shares of the Company
as recorded in the register required to be kept by the Company under
section 336 of the SFO.

PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES

The Company and its subsidiaries did not purchase, sell or redeem any of
the listed securities of the Company during the six months ended June 30,
2019.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

During the six months ended June 30, 2019, the Company has complied
with the applicable code provisions of the Corporate Governance Code
(the “CG Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) save as
the below deviations.

According to code provision A.2.1 of the CG Code, the roles of chairman
and chief executive should be separate and should not be performed by
the same individual. The Company has appointed Mr. Zhou Fuyu (“Mr.
Zhou"), the chairman of the Board (the “Chairman”), to be the chief
executive officer of the Company (the “CEQ") temporarily, with effect
from May 16, 2019, until an appropriate succession candidate is found
to be the CEO. The Board believes that vesting the roles of the Chairman
and CEO in the same individual temporarily would enable the Company
to achieve higher responsiveness, efficiency and effectiveness when
executing business plans.

On August 27, 2019, Mr. Zhang Yuchen was appointed as the CEO and

Mr. Zhou has stepped down from the position as CEO. The Company has
complied with the CG Code without deviation thereafter.

Zhou Hei Ya International Holdings Company Limited Interim Report 2019

BREXHEEIN  R-E-—NAFARA=TRH EFK
ARBAZBTBRABB T AEEMNEEHAARARR
TTERA B ASMOERIE A AL B8R AR ARG
SRR P HEBCENRIBE S LS FPI£336
BAGENARRECMANERIIRE

BE  LhEREER LR

—NFRB=THIERER - KRR REMK
HESBEE AR EER LTS

HE—
PN Wﬁiﬁ,ﬁﬁﬁ :

BTIRREERIN  BEZZT—AFANA=FTHLER
@R AAREETHMIMES FHARMNT EHHR
Al DMsE+ st EE RTRI([REERTR D
BRFAIES -

RIBEEERTRTRRXEA 2 VERE - £/FH
TREHNACEERY » A AEH— ARKRE -
rAprlezFEZEeXE(ERDAEMELE(AR
£ DEREEARRTRAR([THREAR]) 8 -F
—NFERATNERER BERIEA TR *jz
BENE -BEFERE TRETRERERA—A
RBREBERRRERTESTERERESTNE

K‘f. L\b

RES] ~ BUE R

—NENAZT LR RFEREERZEIRT
H%ETEW‘ETTE&Z ﬁ o B ARFE
X ER TR BN EIREE -



Other Information (Continued)
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The biography of Mr. Zhang Yuchen is set out as follows:

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

Mr. Zhang Yuchen received his bachelor’s degree in electrical engineering
from Southeast University in June 1997.

Mr. Zhang Yuchen has not held any directorship in any other listed
companies in the last three years preceding the date of this report.
Further, Mr. Zhang Yuchen does not have any relationship with any other
Directors, senior management and substantial or controlling shareholders
of the Company. Mr. Zhang Yuchen does not have any interest or short
position in shares, underlying shares or debentures of the Company or
any of its associated corporations within the meaning of Part XV of the
Securities and Futures Ordinance.

For details of Mr. Zhang Yuchen’s appointment, please refer to the
announcement of the Company dated August 27, 2019.

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

RFRELNBEEHIIMT -

RFERITE 4455 HHEERBHEE20HBFELE
RERKER  ARAEZRETCHEERERMEETE
B - R— NN+ EE_ZTT=F  RFELLE
ABRRENEZERAR([EEREAR]) « EELHED
REREEE - 18 RFRAENR ST -_FE=
ZERFERRBERRAABRIBERAR _ZEZRTF
ECETRFABRERARAEREEDIARTEHE
TISEIEREE - RFRAGCHEBR ST RFEZ
SENFREZARETLHEREEMSHEE  HRY
ERZ2NANREE—EARNLAR ST FE_T——
FEAHERZEMSEHEE - k& RFRAE
RZB——FE_FT—=FREHRBE(FR)ERAF
FEE R EETETE2EEEEE - R —=
FEZT—NF RFREENREREBL(LE)ES
BRAR(—HRZERAREH AR EEHEEBE (P
H)  RFRALEBER-_Z—ANEFE-_ZT—NER
—EImAE SRR ERE(FR) ARARETR
KIB(FE) - RZZE—NEFRA - RFEREEMAKR
SEH  BEEHILARECEERABRAFTNELIE
o

FEREER—NNEFAARREASREBRE
B2 -

RFRAENARE A = F AL EE TR HEA
EMRABREMERRA - 5N - RFEREEERARD
FNEMEMES  SREEABRTI BRI
WREAIRFR - RTFREEL BN AR R SHEAEME
BORERARD - HERO RERIFTHERF IR
GROIBEXVERFT S E R E AR SR R ©

EBRFREENTIFHT
201958 A27AHIRE

H2HARRHHA

ERERFERIREBARRANEEE SRR - A
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules as its code of conduct regarding Directors’ securities
transactions. Having made specific enquiry of all Directors of the
Company, they have confirmed that they have complied with the Model
Code throughout the six months ended June 30, 2019.

AUDIT COMMITTEE

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

The Audit Committee has reviewed and discussed the interim results and
the interim reports for the six months ended June 30, 2019.

INTERIM DIVIDEND
The Board resolved not to declare any payment of interim dividend for the
six months ended June 30, 2019.

CHANGE IN DIRECTORS’ INFORMATION UNDER
RULE 13.51B(1) OF THE LISTING RULES

On April 26, 2019, Mr. Hu Jiaging resigned as an executive Director and
ceased to be the member of the strategic development committee of the
Company. Due to the resignation of Mr. Hu Jiaging, Mr. Zhou Fuyu was
appointed as the member of the strategic development committee of
the Company, and the chairman of the strategic development committee
changed from Mr. Hao Lixiao to Mr. Zhou Fuyu, with effect from April 26,
2019.

On May 16, 2019, Mr. Hao Lixiao resigned from the position of CEO and
ceased to be the member of the strategic development committee of the
Company. Mr. Zhou Fuyu has been appointed as CEO temporarily and Ms.
Li Ying, an executive Director, has been appointed as a member of the
strategic development committee of the Company, with effect from 16
May 2019.

On August 27, 2019, Mr. Zhang Yuchen has been appointed as CEO and
Mr. Zhou Fuyu stepped down from the position of CEO.

Except as disclosed above, there is no other change in the Directors’
information which is required to be disclosed pursuant to rule 13.51B(1)
of the Listing Rules since the date of 2018 annual report of the Company
to the date of this interim report.
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Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

= \ /
HERRGRRAR S
For the six months ended 30 June 2019
BHE_Z-AFAA=THINEA

Ht 2wk

Six months ended June 30
BZAA=1tHILAEA

2019 2018
—E-hF —ZE-NF
Notes RMB’000 RMB'000
M5t AR¥T T AREFT
(unaudited) (unaudited)
(REER) (RigeEZ)
REVENUE &= 4 1,625,947 1,596,582
Cost of sales HER AR (717,314) (640,905)
Gross profit EF 908,633 955,677
Other income and gains, net E A A Rz 558 4 60,502 65,217
Finance cost B ER (14,584)
Selling and distribution expenses HENDHEFY (551,251) (495,158)
Administrative expenses TR (101,290) (86,560)
Share of losses of an associate oG — A& A EEs e (7,435) -
PROFIT BEFORE TAX FR%% A F 5 294,575 439,176
Income tax expense IR 6 (70,520) (107,665)
PROFIT FOR THE PERIOD HRER A 224,055 331,511
Attributable to: AT FE(L -
Owners of the parent NREE A 224,055 331,511
OTHER COMPREHENSIVE INCOME Htt2mWB A
Exchange differences: ME 3 258
Exchange differences on translation TEINETSRE R
of foreign operations P 5 = RE 6,563 12,410
OTHER COMPREHENSIVE INCOME HMAHM2EEA
FOR THE PERIOD, NET OF TAX (BRBi%) 6,563 12,410
TOTAL COMPREHENSIVE INCOME HREEB AL
FOR THE PERIOD 230,618 343,921
Attributable to: AT (L -
Owners of the parent NREE A 230,618 343,921
EARNINGS PER SHARE ATTRIBUTABLE BAREEREZZTEA
TO ORDINARY EQUITY EEERER
HOLDERS OF THE PARENT 8
Basic and diluted (RMB) EARAREE(ARE) 0.10 0.14

2019 R EARRE RRBERERER AR



Interim Condensed Consolidated Statement of Financial Position

RS

30 June 2019

SMFHRR R

—E-NFARA=TH
30 June 31 December
2019 2018
—E-hE —N\F
AA=tH +=—A=+—A”
Notes RMB’000 RMB’'000
FfaE ARET AREETFTT
(unaudited) (audited)
(REBER) (&%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB Na&E 9 1,362,435 1,189,966
Right-of-use assets EREAE 564,888 -
Prepaid land lease payments R EERE - 128,898
Prepayments SENEC 55,366 49,404
Rental deposits HEZs 85,373 83,221
Other intangible assets Hth @\ aE 34,566 35,184
Investments in an associate R—REBE QTR E 13 237,710 242,679
Deferred tax assets BIETIEEE 52,169 46,726
Total non-current assets FRBEELE 2,392,507 1,776,078
CURRENT ASSETS REBEE
Inventories FE 10 190,880 343,734
Trade receivables B SR FE 11 34,537 30,866
Prepayments, deposits and TANFIE - e Rk
other receivables Hth fE U F0E 12 167,329 200,524
Due from the Controlling Shareholders & Y42 i% A% B8 2 18 19(c) - 2,294
Structured deposits EEIETER 652,724 626,756
Restricted cash ZIRFHIRE 14 11,746 4,000
Cash in transit ErBEe 14 - 760
Cash and bank e RIBITER 15 1,500,325 1,671,093
Total current assets REEEAE 2,557,541 2,880,027
CURRENT LIABILITIES FBEE
Trade payables Z S ENRIE 16 103,535 85,066
Other payables and accruals HibfER BN EATE A 327,619 328,826
Interest-bearing bank and FTERITR
other borrowings, current HAER - e 154,457 =
Government grants, current BTN - mED 1,455 1,455
Income tax payable JES TS5 H% 39,730 66,874
Total current liabilities REBEEEE 626,796 482,221
NET CURRENT ASSETS REBEEFE 1,930,745 2,397,806
TOTAL ASSETS LESS CURRENT BEERRBAE
LIABILITIES 4,323,252 4,173,884
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Interim Condensed Consolidated Statement of Financial Position (Continued)

IR BRAR S B AR L AR ()

30 June 2019

—E-NFRA=TH
30 June 31 December
2019 2018
—g-nf —E-NF
RAZ=ZTH +ZA=+—8
Notes RMB’000 RMB’000
k=3 AR¥TT ARBFT
(unaudited) (audited)
(REER) (f&%)
NON-CURRENT LIABILITIES FRBAME
Deferred tax liabilities BELEHIEAE 13,196 9,821
Government grants, non-current BTN - FERE 42,304 38,356
Interest-bearing bank and HERITREAMER -
other borrowings, non-currents IERH 235,179 -
Total non-current liabilities FRBEEERE 290,679 48,177
NET ASSETS EERE 4,032,573 4,125,707
EQUITY e
Equity attributable to BATEEA
owners of the parent bR
Share capital i 17 16 16
Treasury shares EFRHD (263,525) (263,525)
Reserves A 4,296,082 4,389,216
TOTAL EQUITY HRERS 4,032,573 4,125,707

2019 R EARRE RRBERERER AR
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Interim Condensed Consolidated Statement of Changes in Equity
P HIS AR R

For the six months ended 30 June 2019
Z—hENA=THINEA

Attributable to owners of the parent

BRAREARE
Exchange
Share  Treasury Share Merger  Statutory Other fluctuation ~ Retained Total
capital shares  premium reserve reserve reserve reserve profits equity
EX
Ba  ERRE  BRBEE  AURE  EERE  HBRE  RERE  RER s
RMB'000  RMB'OO0  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000
ARMTR  ARBTR ARBTR ARMTRL ARMTR  ARBTR  ARMTR  ARMTR  ARBTR
At 1 January 2019 (audited) RZE-N5-F-B(EEH) 16 (263525 2,148,439 12,500 80,247 - (7,03) 2155066 4,125,707
Profitfor the period ) - - - - - - - 4055 24055
Exchange differences related to ERNSHERNELZE
foreign operations - - - - - - 6,563 - 6,563
Total comprehensive income ImRERALE
for the period 16 (263525 2,148,439 12,500 80,247 - (473) 2319121 4358791
Final 2018 dividend declared SR-E-\FRERE - - (326219 - - - - - (326218)
Changes inownership interestsin -~~~ AL DTHAEER
an associate - - - - - 2,466 - - 2,466
Transfer from retained profits BREETIEY 5,560 (5,560) -
At30 June 2019 (unaudited) RZF-NERB=1R(REER) 16 (63525 182221 12,500 85,807 2,466 (473) 2373561 4,032,573
At 1 January 2018 (audited) NE-/\E-A-R(E57) 16 - 238433 12,500 73675 S 91399 1621545 4000673
Profitfor the period ) - - - - - - - BT 3B1EN
Exchange differences related to ERNSHERNELEE
foreign operations - - - - - - 12410 - 12410
Total comprehensive income for the year FE2EUNEE - - - - - - 12,410 31,51 3139
Final 2017 dividend declared ER-E-tERERE - - (35890) - - - - - (3v8)
At 30 June 2018 (unaudited) RZB-NERAZTR(KEER) 16 - 2148439 12,500 73,675 - (78989) 1953056 4,108,697
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Interim Condensed Consolidated Statement of Cash Flows

FHIf RGeS IR RER

For the six months ended 30 June 2019
BE_ZT—NFA=THIREA

Six months ended 30 June
BZAA=1tHILAEA

2019 2018
—E-hF —N\F
Notes RMB’'000 RMB’000
FaE ARET T AREETFTT
(unaudited) (unaudited)
(REER) (RfszEZ)
CASH FLOWS FROM OPERATING RETHMBRERE
ACTIVITIES
Profit before tax B Fi BT 7] 294,575 439,176
Adjustments for: AT HIBERE
Depreciation of property, M - BEREETE
plant and equipment 48,736 34,749
Amortization of land use rights b {50 R 6 = 526
Amortization of other intangible assets — E {th 7 & 7 # 44 4,836 1,422
Depreciation of right-of-use assets/ EREEE/
recognition of prepaid land lease MERIEN LT E TR E
payments 108,371 -
Share of profits and losses of joint DIHEELER
ventures and associates Hﬁﬁ%‘“@ GlEE 7,435
Interest income from bank deposits TEF S A 4 (30,841) (25,974)
Interest income from financial assets ?ﬁ“$fﬁ‘ﬂ‘iﬁﬁ """"" AEET A
at fair value through profit or loss BEaresmEENNSMA 4 - (908)
Interest income from structured BRAFEFEBESEF AR
deposits measured at FVPL T EREB TSRS
WA 4 (11,091) (22,250)
Loss on disposal of items of property, REYE  BEK
plant and equipment HAEIEE BB 4 149 7117
Gain on foreign exchange HNEE L 2 4 3,950 (5,060)
Government grants BT D (732) (451)
425,388 428,347
Decrease in cash in transit EEREHD 760 365
(Increase)/decrease in trade receivables & S fEWFRIA (KL HN),F (3,671) 2,512
Increase in prepayments, TERNHIE - ZE Rk
deposits and other receivables oAb pEYGRIEIE N (13,561) (24,213)
Decrease in amounts due from JEUSTE AR AR BR SR B R
the Controlling Shareholders 2,294 496
Increase in rental deposits TEZRE LN (2,152) (6,396)
Decrease in inventories FERL 152,854 12,545
Increase/(decrease) in trade payables B S FENZIEE, S GR) 18,469 (13,444)
Decrease in other payables and accruals — E-4th & (<t 7038 & &+ & B s > (11,258) (40,134)
Cash generated from operations KEEENRS 569,123 360,078
Income tax paid BETFEHR (99,732) (152,878)
NET CASH FLOWS FROM OPERATING K& EBIfTE mEFE
ACTIVITIES 469,391 207,200

2019 R EARRE RRBERERER AR
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Interim Condensed Consolidated Statement of Cash Flows (Continued)

HHIFRGERERER (E)
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For the six months ended 30 June 2019
BE_T—NFA=THIREA

Six months ended 30 June
BZEAA=THLAEAR

2019 2018
—E-hEF —N\F
RMB’'000 RMB’000
ARBTT AREFT
(unaudited) (unaudited)
(REER) (RE&EZ)
CASH FLOWS FROM investing activities RETBHFBRERE
Purchases of items of property, plant and BEWE  BENMREER
equipment (220,091) (183,821)
Proceeds from disposal of items of property, REVE BEMEREEESN
plant and equipment FTiS30E 229 137
Increase of restricted cash for purchase of BEYE  HWEKRESRES
property, plant and equipment W& (7,746) (5,955)
Additions to other intangible assets EtmEEEERE (1,621) (1,554)
Contribution to investments in an associate BN —EBEQAFIEE = (250,000)
Interest income from financial assets at fair BN ERE A EE8E ABEA
value through profit or loss BEVEEMNF A = 908
Interest income from structured deposits ?E’D\EFTE.#;EE@ S ABZER
measured at FVPL EB IR B 11,091 22,250
Purchase of financial assets at fair value ﬁﬁ, RN EERBEZS A
through profit or loss BENLEE - (300,000)
Purchase of structured deposits EEARMETN (1,354,968) (1,131,190)
Decrease of term deposits of maturity over =18 A LA 28R 5 HA
three months TR 359,565 115,244
Interest received from bank deposits BIRTTERUER AT F S 30,841 3,402
Receipt of government grants W B U 468 B 4,680 -
Proceeds from disposal of items of financial HERATEFE A EEEHEA
assets at fair value through profit or loss B=memEEERMMEHIE = 330,000
Proceeds from disposal of structured deposits & & 1F K PR1SF0IE 1,329,000 1,382,190
NET CASH FLOWS FROM/(USED RETBFE
IN) INVESTING ACTIVITIES (FTRA)REREFHE 150,980 (18,389)
CASH FLOWS FROM FINANCING ACTIVITIES &i&EE) i3 iﬁﬁ,ﬁ
Principal portion of lease payments HENRO AL (107,969) -
Dividends paid EIRfTARE (326,218) (235,897)
NET CASH FLOWS USED IN FINANCING BMERESTARESREFHE
ACTIVITIES (434,187) (235,897)
NET INCREASE/(DECREASE) IN CASH AND R&RRLSZEYRM, (Hd)
CASH EQUIVALENTS B 186,184 (47,086)
Cash and cash equivalents at beginning of YR RIREEEY
the period 106,029 162,686
Effect of foreign exchange rate changes, net EREEHTLE  FH 2,613 17,470
CASH AND CASH EQUIVALENTS HANRESRRSEEY
AT END OF THE PERIOD 294,826 133,070
ANALYSIS OF BALANCES OF CASH AND RERREEZENERDIN
CASH EQUIVALENTS
Cash and cash in bank RE RIBITERFER 276,826 133,070
Short-term deposits ySEEIEE= 18,000 =
294,826 133,070

Zhou Hei Ya International Holdings Company Limited

Interim Report 2019



Notes to the Interim Condensed Consolidated Financial Statements

REAR R AR S B R R AT

30 June 2019
—E-NFRA=TH

1.

CORPORATE AND GROUP INFORMATION

The Company is an exempted company incorporated in the Cayman
Islands with limited liability under the Companies Law of the Cayman
Islands on 13 May 2015. The registered and correspondence office
of the Company is located at the offices of Intertrust Corporate
Services (Cayman) Limited, 190 Elgin Avenue, George Town, Grand
Cayman KY1-9005, Cayman Islands. The Company was listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 11 November 2016 (the “Listing”).

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

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

In the opinion of the Directors, the ultimate holding company of the
Company is Healthy Origin Holdings Limited, which is incorporated
in the British Virgin Islands.

BASIS OF PREPARATION AND CHANGES TO THE

GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation
The interim condensed consolidated financial statements for
the six months ended 30 June 2019 have been prepared in
accordance with HKAS 34 Interim Financial Reporting issued by
the Hong Kong Institute of Certified Public Accountants (the
"HKICPA").

The interim condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the annual financial statements for the year ended 31
December 2018, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS"”) issued by
the HKICPA.

AAREEBER
ARRARZE—AFRAA+=ARBEHASHES
RAVEERERETMAIHERRER AR -
7N B H9 5E ff #% = BR iz 52 Intertrust Corporate
Services (Cayman) Limited W A E » Wi A
190 Elgin Avenue, George Town, Grand Cayman
KY1-9005, Cayman Islands ° Z"A G R ZF—7<
F+—A+—REREBER AR AT (15
RET)EREM( LD ©

RAR R —EREERAR - ARAIREWER
Al ALl ET2HEFEARKXMB( F
B DAt FRERERRREE  EHERTE
B (ARBEBD -

ARABR([EFDRAR  ARANREER
ERAEEHEERERST L (RREIEREK
R

EERR  ARANREKER AR RZFRIERAE
RAF]  ZARIRRBELE BEMAL -

RAUEERAEBESBREH

2.1 RBEEAE
BE-_ZT-AFAA=+HItAEAKS
HEREA B RREREESSHEA
e([EAEHMRE )EMOBE G E
RIS 3455 o BB S R 2 i o

TIPSR EMBRRLE TN BREFENS
BRAEWMBEHLKE - BRERE
BRRMAGRMNE B BREER
(IEAMBRELEA]BENEE_T
—NF+-A=+—BILFENFERS
R —BHRIE -
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-NFARA=1+H

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (cont'd)

2.1

2.2

Basis of preparation (Cont'd)

The interim condensed consolidated financial statements have
been prepared under the historical cost convention except
structured deposits, which have been measured at fair value.
The interim condensed consolidated financial statements are
presented in Renminbi (“RMB") and all values are rounded
to the nearest thousand (RMB’'000) except when otherwise
indicated.

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 annual financial statements for the year ended 31
December 2018, except for the adoption of the revised
Hong Kong Financial Reporting Standards (“HKFRSs"”) and
interpretations as of 1 January 2019, noted below.

The Group has adopted the following new and revised HKFRSs
for the first time for the current period'’s financial statements.

2. RBREERAEESTHBEREE (2

2.1 wREEE)

TR A MWK DIRIBE L AR
ERE - BRATEAENEBIETRA
RS B A7
BHRENARB(TARE D27 FBE
EFHDEZBREREATU(ARETT)

BRoN - BREBRBEI -

2.2 BFEERRIEEZE

BT MRS & W R RN
BERENARERE-F—/\F+= A
=+ RIS E ORI RRA AR
FHEA - ERALTRE-F N
- A RIEETEEHBREEN(E

BTG IMEER ) KRR o

REER AR RE &R ER T 55

7] MAEHERT BB R T TS 2R o

Amendments to
HKFRS 9
HKFRS 16

Amendments to
HKAS 19

Amendments to
HKAS 28

HK(IFRIC)-Int 23

Annual Improvements
2015-2017 Cycle

34

Prepayment Features with Negative
Compensation
Leases

Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates and
Joint Ventures

Uncertainty over Income Tax
Treatments

Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23

Zhou Hei Ya International Holdings Company Limited Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019

—E-NFRA=TH

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)
Other than as explained below regarding the impact of HKFRS
16 Leases and HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments, the new and revised standards are not relevant to

the preparation of the Group's interim condensed consolidated

financial information. The nature and impact of the new and
revised HKFRSs are described below:

(@)

Adoption of HKFRS 16

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a
Lease, HK(SIC)-Int 15 Operating Leases — Incentives and
HK(SIC)-Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees
to account for all leases under a single on-balance sheet
model. Lessor accounting under HKFRS 16 is substantially
unchanged from HKAS 17. Lessors will continue to
classify leases as either operating or finance leases using
similar principles as in HKAS 17. Therefore, HKFRS 16 did
not have any financial impact on leases where the Group is
the lessor.

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

2.

RAUEERAEESHTBREE 2)

2 EFtEERKELSEE)

BIXALERE B BRE LR F 165
HERER (BERMBEHREREEES) -
BB R 23R EHEIE R T RE M r &
Sh o FE] RGBT R R R AR B A P
ARG M ER L ERER o 37 k&
BRI EAMBHREEMNEE RFZEHN
X

(a) RMEBEBMIGREERFE 1657
BEVHHREENE16HMAER
SAERIE17REE - BE(HKRM
BHREREBLZEE) 2EFINET
ZHELEREHE BECEARE
Zeg) REFSHAEHE—F
BLEE(EAREBLZEY) 2B
227G S R BEZREA X ZHA
& o RERHIER  FTE - 2R
KREMEENRE - WESFRBEALE
—EEREBEREBERTERMEEES
BRMBHRELNF16RABULAE
AEFERE7REA AN SRR
AR HEEAREERRETE S
BAF17RBRURAEHEHED R
REEHEXRERE - At - &8
IR EERE165FHAEE RLEHE
AREEL BB ETZE -

AR ERBEIETEHRMBERMA
BEVHREENE 165 - W=
E-NF-A-BERER - REL
A BEPRAZER - WKER
RO BEAFERARER_F— 1
F—A—HAZREBENRYHERH T
. AT - \FHLR
B mMEERETEGTERIF17
SRS

2019 FHIHRE AEWERZBRERAT 3D



Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()
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30 June 2019

—E-hFARA=TH

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)

(@

Adoption of HKFRS 16 (Cont’d)

New definition of a lease

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

At inception or on reassessment of a contract that
contains a lease component, the Group allocates the
consideration in the contract to each lease and non-
lease component on the basis of their standard-alone
prices. A practical expedient is available to a lessee,
which the Group has adopted, not to separate non-
lease components and to account for the lease and
the associated non-lease components (e.g., property
management services for leases of properties) as a single
lease component.

Zhou Hei Ya International Holdings Company Limited Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—EF-hEXA

=tH

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)

(@

Adoption of HKFRS 16 (Cont’d)

As a lessee — Leases previously classified as operating
leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of
property. As a lessee, the Group previously classified
leases as either finance leases or operating leases based
on the assessment of whether the lease transferred
substantially all the rewards and risks of ownership of
assets to the Group. Under HKFRS 16, the Group applies
a single approach to recognize and measure right-of-use
assets and lease liabilities for all leases, except for two
elective exemptions for leases of low value assets (elected
on lease by lease basis) and short-term leases (elected
by class of underlying asset). The Group has elected not
to recognize right-of-use assets and lease liabilities for
(i) leases of low-value assets (e.g., laptop computers and
telephones); and (i) leases, that at the commencement
date, have a lease term of 12 months or less. Instead,
the Group recognizes the lease payments associated with
those leases as an expense on a straight-line basis over
the lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognized based
on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1
January 2019 and included in interest-bearing bank and
other borrowings.

The right-of-use assets were measured at the amount
of the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to the
lease recognized in the statement of financial position
immediately before 1 January 2019. All these assets were
assessed for any impairment based on HKAS 36 on that
date. The Group elected to present the right-of-use assets
separately in the statement of financial position.

2.

EH BRI S

(@)

RAUEERAEESHTBREE 2)

(%&)

KRB EHERELRE 165 (F)
EREBEA-EROBEREEHEE
e
%%ﬁ?éﬁﬁﬂ‘ﬁfﬁiﬁgﬂ% 16558 &
(i3]
AEBBEAZEMENHEESK - 1F
REMRA  AEBXEFREBEHHEE
ERBEEMBENEAED BH K
R EBREAREENFE  KHEHED
BAREHERKEHE - REAA
MsmEERFE 165 - AEERA
B RN EREEENER
REENEEAE HEEEEEM
E(RERNEEEERE) NERHEE
(REAEEREE) ORI EE
BRI REEEEETHOEE
BEEEREDIMFREMEFH)
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

P HARSBAAR S B IS SRR M 5L (48)

30 June 2019
—E-NFARA=1+H

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)
(@) Adoption of HKFRS 16 (Cont’d)
As a lessee — Leases previously classified as operating
leases (Cont’d)
Impacts on transition (Cont’d)
The Group has used the following elective practical
expedients when applying HKFRS 16 at 1 January 2019:

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

o Used hindsight in determining the lease term where
the contract contains options to extend/terminate
the lease

o Applied a single discount rate to a portfolio of leases
with reasonably similar characteristics

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

. Excluded initial direct costs from the measurement

of the right-of-use asset at the date of initial
application
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

2.

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)
(@) Adoption of HKFRS 16 (Cont’d)
As a lessee — Leases previously classified as operating
leases (Cont’d)
Impacts on transition (Cont’d)
The impacts arising from the adoption of HKFRS 16 as at
1 January 2019 are as follows:

2. WEEERK

SEEEHEREE ()

2.2 S BERRKESS (#)

() FRMBEBHGEHRELRE165E(E)

EBAMBA - LD EAKEHEN
HEE)

BEZE ()
RZZE—NF—RB—BEMAE BT

RIE165TELRTZEMT

Increase/(decrease)
#hn, Ca)
RMB$'000
ARETTT
(Unaudited)
(RieEZ)
Assets BE
Increase in right-of-use assets R FAREEEE N 590,397
Decrease in prepaid land lease payments A AR SRR D (128,898)
Decrease in prepayments, deposits and FEIHIE - 'E Rk
other receivables HAh fE R IE R (43,930)
Increase in total assets A EREE N 417,569
Liabilities =N
Increase in interest-bearing bank and other borrowings 5t 88817 & E b {& 242 hn 417,569
Increase in total liabilities B e 417,569
Decrease in retained earnings R BRI =
The lease liabilities as at 1 January 2019 reconciled to the R-F-NF—-A—H E’g%ﬁ%ﬁ%%;ﬁi
operating lease commitments as at 31 December 2018 is R=ZF—/\F+-A=+—HAmE=
as follows: TAERENHERENAT ¢

RMB$'000
ARETTT
(Unaudited)
(REeEZ)
Operating lease commitments as at R=ZFB-NF+=ZA=+—H0H
31 December 2018 REHERRE
Weighted average incremental borrowing rate as at RZZE—NF—A—H8
1 January 2019 DNAE 1938 2 18 3R P = 4.76%
Discounted operating lease commitments as at R-ZE—NF—A—HH
1 January 2019 AL IR AT A B R R 476,723
Less: Commitments relating to short-term leases and  J& : (252 EAFR & [ FIsrFH S HA7E
those leases with a remaining lease term —E-NAF+-_A=+—H
ending on or before 31 December 2019 2 Al E MR SRR
HEHE 59,154
Lease liabilities as at 1 January 2019 R-ZE-AF-—A—AKNHEEEE 417,569

2019 R EARRE RRBERERER AR
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)
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30 June 2019

R PSRRI (R)

—E-hFARA=TH

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)

(@

Adoption of HKFRS 16 (Cont’d)

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December
2018 is replaced with the following new accounting
policies upon adoption of HKFRS 16 from 1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease. Right-of-use assets are measured
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised and lease
payments made at or before the commencement date
less any lease incentives received. Unless the Group is
reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognised right-of-use
assets are depreciated on a straight-line basis over the
shorter of the estimated useful life and the lease term.

Lease liabilities

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

IR R AR S A S IR R M = (4R

30 June 2019

—E-NFRA=TH

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)

(@

Adoption of HKFRS 16 (Cont’d)

Summary of new accounting policies (Cont’d)

Lease liabilities (Cont’d)

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

Significant judgement in determining the lease term of
contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably
certain to be exercised, or any periods covered by an
option to terminate the lease, if it is reasonably certain
not to be exercised.

The Group applies judgement in evaluating whether it
is reasonably certain to exercise the option to renew. It
considers all relevant factors that create an economic
incentive for it to exercise the renewal. After the
lease commencement date, the Group reassesses the
lease term if there is a significant event or change in
circumstances that is within the control of the Group and
affects its ability to exercise the option to renew.

The Group included the renewal period as part of the
lease term for leases of properties due to the significance
of these assets to its operations. These leases have a short
non-cancellable period and there will be a significant
negative effect on operation if a replacement is not
readily available.

2. RBEEERAEESTHBEREE (2

22 =

(@)

SRR IREEE (&)
RWE B REENE 1655 ()
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EEE N RIELHIR - tboh - A
o HEMNRARERX —EHLE
EPmMEREE  HERRELE
bt BEBEEEEENRELREER
MEENFEEL  AHEREMNR
HEEBEHNE -

EEEEMERHNHER S RAE
A A
AEERHEREE AT RIENE
EH - ERERERENEFHRE
(f 7] & IR R E AR TE RS I T M) SR
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-NFARA=1+H

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (cont'd)
2.2 Changes in accounting policies and disclosures
(Cont’d)
(@) Adoption of HKFRS 16 (Cont’d)
Amounts recognised in the interim condensed
consolidated statement of financial position and profit or
loss
The carrying amounts of the Group’s right-of-use assets
and lease liabilities (included within ‘interest-bearing bank
and other borrowings’), and the movement during the
period are as follow:

2. RBREERAEESTHBEREE (2

22 SFtEERKELEE)
() RMEBHMBRELRE165E(F)

R B BAR & BT IOR R KB E R
RH R

AEBEERREERMEEREGIA
[EHRIRITREMMER]) MEREE A
RRAHRNES AT

Right-of-use assets

ERELE

Prepaid
land lease Lease
Properties payment Sub-total liabilities

At
/ES HERE gt HESE
RMB'000 RMB’000 RMB'000 RMB'000
ARBETRE AR®TR AR%TR AR%T:R
As at 1 January 2019 R=ZB-NF-A—-H 461,499 131,724 593,223 417,569
Additions N 79,172 864 80,036 79,172
Depreciation charge nEER (106,925) (1,446) (108,371) -
Interest expense FEBH - - = 14,584
Payments 30 - - - (121,689)
As at 30 June 2019 R-B-AEXA=1H 433,746 131,142 564,888 389,636

The Group recognised rental expenses from short-term
leases and variable lease payments not based on index or
rate of RMB91,017,000 in total.

Zhou Hei Ya International Holdings Company Limited Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

2. BASIS OF PREPARATION AND CHANGES TO THE 2. GFEEERAEESHHEETH o)

GROUP’S ACCOUNTING POLICIES (cont'd)

2.2 Changes in accounting policies and disclosures
(Cont'd)
(b)  Amendments to HK(IFRIC)-Int 23

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

OPERATING SEGMENT INFORMATION

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

Information about geographical area

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

Information about major customers

Since none of the Group's sales to a single customer amounted
to 10% or more of the Group’s total revenue, no information
about major customers is presented in accordance with HKFRS 8 —
Operating Segments.

22 St ERERKELZE2)

() BE(BERMBHREREZES) -2
BEE 2358 2 1&R]
HE(ERMEHREREBELZES) -2
BE2FIEHRMERBERE SR ER
BERTEAE 12N ERN A HEE
HCEERE 2 Al TEERBMR]) -
BTSRRI W& st IR Ty
& ZRBTNERRE LG EE
125k EESMI IR B - TE TR
B S HEE AR IR AR R A e N
BRETRRARE - R BARKREGNE
BEOERYH M EENBETERER
2 () ERE T GH AN IARE®R
BFTERRER ¢ (i) B A a2 TF FE AR
MAERBIARE - HE - RBA
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Rzl AEEZEEREEHE
NEENBEEEERTRELEAT
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REEREBME  AEERANE
BRI R T EEREBHRCR -
At ZRB e HARENT G
PP BERELEMNERTE -
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AEENEEEGRBRERRRMEE - 2
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mAE  EHERTE -

BB ER
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-hFARA=TH

4. REVENUE, OTHER INCOME AND GAINS, NET 4.

Revenue represents the net invoiced value of goods sold after
allowances for returns and trade discounts.

Wak ~ ELAUA R K2 FER
as 1R S E QIR S BHE R E ST ML 0T
BFE -

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

Yoz ~ Ep AR FEDITT

Six months ended 30 June
BEARA=THLAEAR

2019 2018
—E-hE —ZE—N\F
RMB’'000 RMB’000
ARET T ARBEFTT
(unaudited) (unaudited)
(REZER) (RE&EZ)
Type of goods EmEH

Vacuum-packaged products BEEBREER 179,855 141,455
Modified-Atmosphere-Packaged products — RFEEER 1,433,223 1,443,087
Other products HEMER 12,869 12,040

Total revenue from contracts with REEFEEHHKER
customers R 1,625,947 1,596,582

The timing of the above revenue recognition is when goods were R R A E MR AR -

transferred at a point in time.

Six months ended 30 June
BZEANA=THLAEAR

44

2019 2018
—E-AF TE—)\E
RMB’000 RMB’000
AR%T T AREETFTT
(unaudited) (unaudited)
(REER) (RE&EZ)
Other income and gains, net Hi AR W= 558
Government grants* TR IT R B * 15,902 13,631
Interest income from bank deposits RITIE R BUA 30,841 25,974
Interest income from financial assets EAFEFEAHEHHABR
at fair value through profit or loss K e R EERNF BHA = 908
Interest income from structured deposits BAFEFEAHEH AR
measured at FVPL FrENABETREF EMA 12,345 22,250
Fair value gain from structured deposits EATER 2B EEE AR
measured at FVPL SENEBETFROATE
G 491 -
Gain/(loss) on foreign exchange SNENZS(E518) (3,950) 5,060
Loss on disposal of items of property, BEYHE  BER
plant and equipment RAEIE A B R (149) (7,117)
Others HA 5,022 4,511
Total Fo 60,502 65,217

There were no unfulfilled conditions and other contingencies attaching
to government grants that had been recognised.

Zhou Hei Ya International Holdings Company Limited Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

5.

PROFIT BEFORE TAX

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

5. BB

EVaRvi

i v Al
AEBBRBATEFTEHR,/ GEA) A TS IE%
ER

Six months ended 30 June
BZEARA=THLAEAR

2019 2018
—E-NF —T—)N\F
RMB’000 RMB’000
ARMT T ARBETFTT
(unaudited) (unaudited)
(REER) (RE&EZ)
Cost of inventories sold EEFEMA 598,159 541,717
Depreciation of property plant and equipment  ¥% - BiE LR #ITE 48,736 34,749
Amortization of prepaid land lease payments 81t 1 i 0 & 0 I8 # 64 - 526
Amortization of other intangible assets HEmEpEEs 4,836 1,422
Amortization of right-of-use assets FREEERE 108,371 -
Minimum lease payments under operating FEE MR ER
leases in respect of stores and plant CERNE TRERENK
premises 91,017 191,994
Employee benefit expense (including directors’ B E@FIFX (BIEESE N
and chief executive’s remuneration): ERTTBABFB) :
Wages and salaries TERF® 195,720 176,762
Pension scheme contributions BRI ETBIHR 34,154 28,353
Other welfare HAbEF 15,889 12,508
Advertising and promotion expenses EEREERY 41,008 30,278
E-commerce and online ordering platform B RINE T B HEBERG
related service and delivery fees MIRIEE 70,919 62,835
Fuel cost AR B 11,789 8,638
Utility expenses KEFRX 20,451 16,697
Transportation expenses EHF 41,078 34,155
Loss on disposal of items of property, BEWE - BEMXHEEEEE
plant and equipment 149 7,117
Finance cost W5 E A 14,584 -
Loss/(gain) on foreign exchange HNEIB SR (Mzk) 3,950 (5,060)
Interest income from bank deposits RITF R BMA (30,841) (25,974)
Interest income from financial assets at BEATEE A S8R AER
fair value through profit or loss e rmEENFERA - (908)
Fair value gain from structured deposits BAFEFEEEEE ABR
measured at FVPL AENABIETRNATE
2y (491) =
Interest income from structured deposits BNV EE ARS8 A%
measured at FVPL STERNABIETEROFERA (12,345) (22,250)

Note:

The employees of the Group’s subsidiaries which operate in Mainland China
are required to participate in a central pension scheme operated by the
local municipal government. These subsidiaries are required to contribute
a certain percentage of the payroll costs to the central pension scheme.
The contributions are charged to profit or loss as they become payable in

accordance with rules of the central pension scheme.

#isz -

AEERTEAMEENHERRINEEAZE IR
it MR ER NP IR S S - ZEHE
ARZPRERSHBBTETERANETE
W o RIFFREARSFEIORTE - HHEFE
BB P RR o
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-NFARA=1+H

6. INCOME TAX

The major components of income tax expenses are as follows:

6. FTEH

FERMXMEBARBA T

Six months ended 30 June
BZAXA=+tHIAEA

2019 2018

—E-hF —E-NEF

RMB’000 RMB’000

ARETR ARBFT

(unaudited) (unaudited)

(REBEX) (REeERZ)

Current income tax in PRC TR EHMEH 72,588 118,947
Deferred tax IR IE (2,068) (11,282)
Total tax charge for the period HAABIIES K48 70,520 107,665

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

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

The provision for current income tax in PRC is based on a statutory
rate of 25% (six months ended 30 June 2018: 25%) of the assessable
profits of subsidiaries of the Group as determined in accordance
with the PRC Corporate Income Tax Law.

The statutory tax rate for the subsidiary in Hong Kong is 8.25% (six
months ended 30 June 2018: 16.5%). No Hong Kong profits tax on
the Group's subsidiary has been provided as there is no assessable
profit arising in Hong Kong during the period.

7. INTERIM DIVIDENDS
The Directors of the Company proposed not to declare any interim
dividend for the six months ended 30 June 2019 (30 June 2018: nil).

Zhou Hei Ya International Holdings Company Limited Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

8.

EARNINGS PER SHARE ATTRIBUTABLE TO 8.

ORDINARY EQUITY HOLDERS OF THE PARENT
The calculation of the basic earnings per share amounts is based on
the profit for the period attributable to ordinary equity holders of
the parent, and the weighted average number of ordinary shares
of 2,317,728,500 (six months ended 30 June 2018: 2,383,140,500
shares) in issue during the period.

The Group had no potentially dilutive ordinary shares in issue during
the six months ended 30 June 2019 and 2018.

The calculations of basic and diluted earnings per share are based

BAREERESEEAELERER
EREAENNCBRARNG AL RERES
AEEEFN EERE ETEBERMEFLHEH
2,317,728, 500 (== — \FA=1+HIE
7NER ¢ 2,383,140,50008) 5t &

BE_Z-NFR-_Z-N\FRA=THILXHE
A AEEYEEEEECRTEBR -

BIREAR LSRN O ETIER

on:
Six months ended 30 June
BEAA=tTHLEREAR
2019 2018
—E-NF —E-N\F
RMB’'000 RMB’000
ARET T ARBFT
(unaudited) (unaudited)
(REER) (REs&EZ)
Earnings EF
Profit attributable to ordinary equity holders )ﬂfﬁé\? BEREREFZ
of the parent, used in the basic earnings NAEBESZFTEA
per share calculation JEAG % 224,055 331,511
Shares gy
Weighted average number of ordinary BRI EERERZF 2
shares in issue during the period used in BAE TS Bk
the basic earnings per share calculation I E 2,317,728,500 2,383,140,500
Earnings per share: SREF :
Basic and diluted (RMB) ERREH(ARE) 0.10 0.14

2019 R EARRE RRBERERER AR
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

48

30 June 2019
—E-NFARA=1+H

9.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group acquired
assets with a cost of RMB227,336,000 (the six months ended 30
June 2018: RMB169,390,000).

Items of property, plant and equipment with a net book value
of RMB3,534,000 were disposed of by the Group during the six
months ended 30 June 2019 (six months ended 30 June 2018:
RMB7,254,000).

The Group pledged certain of its buildings to secure the Group's
government support funds which are included as other payables
RMB4,000,000 as of 31 December 2018, and nil as of 30 June 2019.
The net carrying amounts of these pledged buildings amounted to
RMB4,056,000 as of 31 December 2018, and nil as of 30 June 2019.

10. INVENTORIES

¥ - BERRE
HEZT-NFAA=THILEAEA  REEMU
AR AR #¥227,336,000C (B E —T— \F X
A=+HIEREA : AR%169,390,0007T) A
BEE -

HE-Z-NEXA=1+HILNER  KEME
EIRMEFE A ARE3,534,000 T % - BiE
LEBEE(BHE_Z—\FNA=ZTHILNE
B+ AR#7,254,0007T) °

AEELDHFEETEST  UESREBEHIRT
WE MEBRFA#EIEREE-_ZT—N\F
+ZA=t+—Hit AHEMEMNTKE  AARE
4,000,000 - MEE=_ZE—NFA=+HE
ARKEET - ZSEEREFREZE_Z—/)\F
+ZA=+—B8KRAEFEAAR4056,000
CMEBEZZT—hFNA=ZTHAARES

o

al gl

3t
s
M

30 June 31 December
2019 2018
—E-hEF —E-N\F
~A=+H +=—A=+—H
RMB’000 RMB’000
ARETT AREFT
(unaudited) (audited)
(REER) (f&&%)

At cost: =D NE
Raw materials EM e 135,258 278,250
Work in progress ER 2,384 6,299
Finished goods BIPK B 39,916 41,427
Packaging materials BEME 13,322 17,758
190,880 343,734
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

11. TRADE RECEIVABLES

11. EZEWRFRIE

30 June 31 December

2019 2018

—E-hE —ZE-N\F

ARAZTH +=ZA=+—H

RMB’'000 RMB’000

ARBTFT ARBFT

(unaudited) (audited)

(REER) (&%)

Trade receivables & ZREWRIE 34,537 30,866
Less: Impairment provision R ORERE = -
34,537 30,866

An aged analysis of the trade receivables as at the end of the

BERRRERAHIASNE ZREGR(EN

reporting period, based on the invoice date and net of provisions, is as BREHE) BRI DTN T -
follows:
30 June 31 December
2019 2018
—E-NF —E-)\F
AA=1H T-A=+—H
RMB’000 RMB’000
ARMFT ARBFT
(unaudited) (audited)
(REER) (f&E%)
Within 3 months =EAR 34,537 30,866
Over 3 months =&AL = -
34,537 30,866

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

AEBRBBEIERHEBY RS ERIE9
SEATRENTRREEEE - ZERARFFERME
B S RUGANEEFERNERERRE - K
SEEEEREZRUGAENB G EERREH
REHRAFTEBREEER - A RUK
TREEAR BT AR(E - B BT B0 MR AR 8RR
ST BRFPRENMEEERYBEARE &%
RRBARZSERIELRERS -
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-NFARA=1+H

12. PREPAYMENTS, DEPOSITS AND OTHER

12. FAMNRIE - RERHMEWRKIR

RECEIVABLES

30 June 31 December
2019 2018
—E-hF —ZE—-N\F
~A=+H +=—A=+—H
RMB’000 RMB’000
ARETR ARBFT
(unaudited) (audited)
(REEX) (&&= %)
Prepaid rents SEANE 49,086 88,081
Advances to employees BTREEMNE 3,089 3,743
Advances to suppliers T HERRTERR 2,640 8,999
Deductible input VAT AIHRE TR BT 54,001 68,502

Current portion of prepaid land lease T T b & SR
payments FEHEIE S = 2,826
Other receivables HAtb e GRIA 58,513 28,373
167,329 200,524

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which

there was no recent history of default.

13. INVESTMENT IN AN ASSOCIATE

PR BEESEBRIRE - St A LR AR R
BT Y AR E L R UG IR B R o

13. R—EBEQATNERE

30 June 31 December

2019 2018

—E-hF —ZE-NF

NA=+H +=—A=+—H

RMB’'000 RMB’000

ARETT AREEFIT

(unaudited) (audited)

(REER) (&%)

Share of net assets DMEEEFE 237,710 242,679
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Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

13. INVESTMENT IN AN ASSOCIATE (contd) 13. R—REBE LA TNRE %)

Particulars of the Company’s material associate are as follows:

RARHERBERRFFNAT

Percentage of Principal
Name Place incorporation voting power activities
=L R AR 3L it BE REEADL TEEK
Shenzhen Tiantu Xingnan Investment China 40.00 Investment Fund
Partnership (Limited Partnership) S KEES
RYITHRE S mERE AR EE
(BR&A)

In March 2018, the Group, through an indirect wholly-owned
subsidiary, entered into a partnership agreement with Shenzhen
Tiantu Capital Management Centre (limited partnership) and
Shenzhen Tiantu Xing'an Investment Partnership (limited partnership)
to jointly form Shenzhen Tiantu Xingnan Capital Partnership (LLP),
an investment fund, as a limited partner with an initial subscription
amount of RMB500,000,000, representing 50% of the total initial
subscription amount of this fund as of 31 December 2018.

In March 2019, as a third-party limited partner newly invests into the
fund with an initial subscription amount of RMB333,000,000, the
Group's initial subscription amount of RMB500,000,000 represents
37.51% of the total initial subscription amount of this fund. The
Group has contributed RMB250,000,000 as of 30 June 2019 (31
December 2018: RMB250,000,000).

The following table illustrates the aggregate financial information of
the Company’s associate that are not individually material:

I\

ANG

RZZE—)\F=R AEEEZBHREEZEWS

BIERYNKBEAREERL(BRAE)RFE i)ll
REEZIEERE(BREZ)ILEBnE - =
ERSORIITRERHERESBEE(BRER)
(—F'EH BES)  AEEIERBREEA - U
R+ % A ARKES500,000,0007T @ HZESE
EZE-N\F+ZA=+—"BEXRBELZTERN
50% ©

~/

T-NEF=A BHRE=ZFTEREZAN
‘Wu B & % A R # 333,000,000 7T # &% A E
& AEERYIARE S A RE500,000,000
TTIEZESVIIRREABENITSI% c BHEZ
TZ-NAFEANAZTH AEBZHEARKE
250,000,000 (= FE—N\F+=ZA=+—8:
AR #250,000,0007T) °

TRERH AR B MEREANBE ARG
HFHTBER -

30 June 31 December
2019 2018
—E-NF —E-)\F
~A=+H +—A=+—8H
RMB’000 RMB’000
AR¥F T ARETTT
(unaudited) (audited)
(RBEX) (f&E%)
Aggregate carrying amount of the Group’s ~ ZREEREEL A TR EH
investment in the associate BEmA(E 237,710 242,679

2019 R EARRE RRBERERER AR



Notes to the Interim Condensed Consolidated Financial Statements (Continued)

IR R AR S IS IR R A = ()

30 June 2019
—E-NFARA=1+H

14. RESTRICTED CASH AND CASH IN TRANSIT

14. SREBRERERRES

30 June 31 December

2019 2018

—E-hE —ZE-N\F

AA=tH +=ZA=+—H

RMB’'000 RMB’000

ARET T AREETFTT

(unaudited) (audited)

(REER) (&%)

Restricted cash SRR S 11,746 4,000

As at 30 June 2019 and 31 December 2018, restricted cash
represented deposits for letters of credit, which are non-interest-
bearing cash deposits paid to a commercial bank for purchasing
equipment and will be returned upon the completion of such
activities.

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

R-ZE-NFRA=TEER-_Z-N\F+_H
=1t—0 XRHRSHEEMELRS - LAKK
BREXNTRRRITHTHRREZELTHR

BRSBTRRRE -

RZE-—NFANA=ZF+HE=ZZT—N\F+=A
=+—0B ' AXEEmAZRHESHUARES

1 -
30 June 31 December
2019 2018
—E-NF —E-N\F
RAZTH +=—A=+—H
RMB’'000 RMB’000
ARET T ARBFT
(unaudited) (audited)
(REER) (FEE%)
Cash in transit TEHRIRE - 760

The cash in transit represents the sales proceeds settled by debit
cards or credit cards, which have yet to be credited by the banks to
the Group.
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IR R AR S A S IR R M = (4R

30 June 2019
—E-NFRA=TH

15. CASH AND BANK 15. MERBITERK

30 June 31 December

2019 2018

—E-NF —E-N\F

ARAZTH +ZA=+—8H

RMB’'000 RMB’000

AR¥T T ARBFT

(unaudited) (audited)

(REER) (&%)

Cash and cash in bank Be MIRITIEEITER 276,826 106,029

Time deposits EAFR 1,223,499 1,565,064

1,500,325 1,671,093

Less: term deposits with maturity over B =18 A LA _EFIERRY

three months THIFR 1,205,499 1,565,064

Cash and cash equivalents ReRESFED 294,826 106,029
At the end of the reporting period, the cash and bank balances R|ESR  NEBUAAREHENRE LR
and time deposits of the Group denominated in RMB amounted to THEEHB R TBFRAARY595,399,0005T (=
RMB595,399,000 (31 December 2018: RMB437,735,000). T—-\F+=-A=+—H : AR¥437,735,000

TT) °

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

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

ARBETsEE R L MAEMER - A - ARIET
B OME B IR (DI ) KK BE - EIE RS EE
ERE)  ARE B REREEEINERXTTH
RITHARE SIREMERE -

RITARFEFIRER§ RIRITHERM XA ZEF
EREAE - RITEHFERNEESRATRY
B RIESEIRTT ©

2019 R EARRE RRBERERER AR
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30 June 2019

—E-NFARA=TH
16. TRADE PAYABLES 16. EZ BAFIA
The aging analysis of outstanding trade payables as at the end of the RREPRIZHZARE DA E SRR
reporting period, based on the invoice date, is as follows: EMERE DT T -
30 June 31 December
2019 2018
—E-NF —E-N\F
ANA=+H +=A=+—H
RMB’000 RMB’000
AR¥F T ARETTT
(unaudited) (audited)
(REX) (fe&w=z)
Within 3 months =@EAR 97,524 84,104
3 to 6 months =EXEA 4,175 284
Over 6 months NEA L E 1,778 75
Over 12 months TEARE 58 603
103,535 85,066
The trade payables are non-interest-bearing. B P ENFRIETETR -
17. SHARE CAPITAL 17. BB
30 June 31 December
2019 2018
—E-NF —E-N\F
AA=1+H +=ZA=+—H
RMB’000 RMB’000
AR¥F T ARETTT
(unaudited) (audited)
(REX) (F&E%)
Authorised: JETE ¢
50,000,000,000 shares of 50,000,000,000/%
USD0.000001 each XM E0.000001E 7T A A5 306 306
Issued and fully paid: BETRAR
2,383,140,500 shares of 2,383,140,500/%
USD0.000001 each XM E0.000001E 7T A A5 16 16
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IR R AR S A S IR R M = (4R

30 June 2019
—E-NFSRA=1+H

18. COMMITMENTS

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

18. &I

RBRERAR - REEE TIIEARALE

30 June 31 December
2019 2018
—E-hEF —E-N\F
~A=+H +=—A=+—H
RMB’000 RMB’000
ARETT ARETTT
(unaudited) (audited)
(REER) (f&E%)

Contracted, but not provided for: DEOBEREE
Land and buildings T AT 246,706 181,569
Plant and machinery S M i Es 71,879 47,750
Software o/ glas 679 117
319,264 229,436

In addition, the Group’s undrawn capital calls to an associate is as
follows:

AN AEEFABERFNRERERWT

30 June 31 December

2019 2018

—E-hF —E-N\F

~A=+H +—A=+—H

RMB’000 RMB’000

ARETT ARETTT

(unaudited) (audited)

(REER) (f&&=%)

Capital contributions payable to an associate & —fE< A FIHE 250,000 250,000

19. RELATED PARTY TRANSACTIONS

19. BEARS

a) Name and relationship of related parties a) BEBIHEBMER
Related parties for the six months ended 30 June 2019 and the BEZZT-NFAA=ZTHRLEAEARE
year ended 31 December 2018 were as follows: E-T-N\FTA=+—HLLFENER
AT
Name Relationship
wE /BB S
Mr. Zhou Fuyu and Ms. Tang Jianfang Ultimate controlling shareholder
AEmEERERS L AP AR ER

Zhou Hei Ya Foods Joint Stock Limited Company (“ZHY Foods”)
ARBRREROBERAR(EARBERM])

Subsidiary controlled by Controlling Shareholders
PERR AR SR PR 0 BT 8 /2 )

2019 R EARRE RRBERERER AR
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30 June 2019
—E-hFARA=TH

19. RELATED PARTY TRANSACTIONS (Cont'd)

b)

Financing arrangements
The following transactions were carried out with related
parties:

Pursuant to the agreements between the Group and the
Controlling Shareholders, Hubei Shiji Yuanjing leased seven
stores for the six months ended 30 June 2019 (six months
ended 30 June 2018: six) from the Controlling Shareholders for
its operation with periods approximate 3 years. The lease terms
were mutually agreed between parties.

For those seven stores, the lease period of each contract is
longer than 12 months. Therefore, those stores’ lease should
adopt HKFRS 16. The amount of rent payable by the Group
under the lease is approximate RMB294,000 per month for
the six months ended 30 June 2019. As of 1 January 2019, the
Group recognised right-of-use assets of RMB8,581,000 and
lease liabilities of RMB6,287,000.

19. BB AR S (&)

b)

A=
BB RITATRS

RIBAEE R AR Z MR - it
HEERBEE_FT-AFAA=THLERX
BA  aERKREELHPIEBE-Z
—NFERA=TBIREA : <E) - AR
HEHO=FHHNEE - BEGFKATNT
HRLE

RZELHAMEMES  SEAHMHEER
HEATZMEA - At - ZEPIENHEE
AN E AN BmELEE 6% - BEZ
T-NAFRNAZFTBIEANER  BIEZE
E AEBEMHESSEATANAR
#£294,0007T - HE=-ZT—NF—HF—H "
REBEREAEEEARES,581,0007T
MEEAEARE,287,0007T ©

Amounts owed by the Group

to related parties

Related interest expenses

AEBENESSTE EBREER
Six months ended 30 June
BZEXA=THLAER
30 June 31 December
2019 2018 2019 2018
“Z-NE —E-)\F
~A=+A +=A=1+-H “E-hE —Z-N\F
RMB'000 RMB'000 RMB’000 RMB'000
ARET T ARETT AR®T R ARETFT
(unaudited) (audited) (unaudited) (unaudited)
(REEX) (lEE%) (REER) (RigER)
Lease liabilities due to Controlling ~ FEfTIZIRREAME
Shareholders =1 8,757 - 237 -
Due from the Controlling FEME R R R
Shareholders IR = 2,294 = -

Amounts due from the Controlling Shareholders were interest-
free, unsecured and have no fixed terms of repayment.
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IR R AR S A S IR R M = (4R

30 June 2019
—E-NFSRA=1+H

19. RELATED PARTY TRANSACTIONS (Cont'd)

C)  Compensation of key management personnel of the Group:

19. BEEERS (#)
) AEEFBERASEH

Six months ended 30 June
BZAXA=1tHIAXEA

2019 2018

—E-NF —E-N\F

RMB’000 RMB’000

AR¥T T ARBFT

(unaudited) (unaudited)

(REER) (REeERZ)

Short term employee benefits % HifE B 12 A 2,704 2,755
Post-employee benefits BERLE =R 301 281
3,005 3,036

2019 R EARRE RRBERERER AR
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30 June 2019
—E-hFARA=TH

20. FINANCIAL INSTRUMENTS BY CATEGORY

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

30 June 2019 (unaudited)

20.

TR THE-RERED

RHRERR - BREMTANKREENT :

ZE-AFAAZTBCREER)

Financial assets SREE

Financial assets

measured at

Financial assets fair value

measured at through
amortised cost profit or loss Total

BRATEE

RE R A BHEH

TEN SFABEMN
SREE SREE @t
RMB’000 RMB’000 RMB’000
AR®TR AR¥ETR ARETR
Trade receivables B 5 EWEIE 34,537 - 34,537

Financial assets included in prepayments, FATBNFA - e REAM
deposits and other receivables W FIER S RIEE 31,248 - 31,248
Structured deposits BEEIEEN = 652,724 652,724
Rental deposits HERS 85,373 - 85,373
Restricted cash ZRARE 11,746 = 11,746
Cash and bank R RBITER 1,491,127 - 1,491,127
1,654,031 652,724 2,306,755
Financial liabilities =R

Financial
liabilities

measured at
amortised cost

g i

BAGTE

Hemas

RMB’000

ARBTR

Trade payables B2 ENHIE 103,535
Interest-bearing bank and other borrowings, current FTERITREMBER - RE 154,457
Interest-bearing bank and other borrowings, non-currents SHERTMEMER RS 235,179
Financial liabilities included in other payables and accruals SAREMEMATERETERNCREE 203,351
696,522
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IR R AR S A S IR R M = (4R

30 June 2019
—E-NFSRA=1+H

20. FINANCIAL INSTRUMENTS BY CATEGORY (cont'd)  20. €@ T B —R¥ERIZ D (2)

The carrying amounts of each of the categories of financial RIFEHIR - KRESHTEMERERT : (&)
instruments as at the end of the reporting period are as follows
(Cont'd):
31 December 2018 (audited) —E-N\F+ZA=t—BEEXR)
Financial assets ERIEE
Available-
Loans and for-sale
receivables financial assets Total
Ea Rk AfEHE
MR EREE st
RMB'000 RMB'000 RMB'000
AREFT ARBTT AREFT
Trade receivables g 5 EWEE 30,866 - 30,866
Financial assets included in FAE b R IR A
other receivables EREE 10,725 - 10,725
Rental deposits HEke 83,221 - 83,221
Available-for-sale investments AHPERE - 626,756 626,756
Due from the Controlling Shareholders FEUE RS AR B TR 2,294 - 2,294
Restricted cash TREES 4,000 - 4,000
Cash in transit F#Be 760 - 760
Cash and bank Be RBTHER 1,671,093 - 1,671,093
1,802,959 626,756 2,429,715
Financial liabilities TRBE
Financia
liabilities at
amortised cost
REHERARA
ReepBaE
RMB'000
ARETT
Trade payables B HENFA 85,066
Financial liabilities included in other payables and accruals SAEMENTEREAERNSHAR 175,495
260,561
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30 June 2019
—E-hFARA=TH

21.

22,

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

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

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

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liquidation sale.

Fair value hierarchy

The fair value measurement hierarchy of the Group’s structured
deposits as at 31 December 2018 was all of Level 2 — significant
observable inputs as at the end of the reporting period.

The fair value measurement hierarchy of the Group’s structured
deposits as at 30 June 2019 was all of Level 2 — significant
observable inputs as at the end of the reporting period.

During the reporting period, there were no transfers of fair value
measurements between Level 1 — quoted price in active markets and
Level 2 —significant observable inputs and no transfers into or out of
Level 3 —significant unobservable inputs.

The Group invests in structured deposits, which issued by banks in
Mainland China. The Group has estimated the fair value of these
structured deposits by using a discounted cash flow valuation model
based on the market interest rates of instruments with similar terms
and risks.

EVENTS AFTER THE REPORTING PERIOD

Subsequent to 30 June 2019 and up to the date of this report, no
material events were undertaken by the Group.
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21.

22,

TRTAQATERAFERER

EEECHEREMBITER  E2RE XR
HRE RAFEFEBEEFTABZNDR

BE  MERE  BHRUGE  BREER
YRR R R - SEATAEN IR - g REM
FEMFIRNEREE - EHRNFIR - st AEM
FENFOR - BAHER - FEERITREMERNE
BMEE  ENERRERFENAFEREREE
BE TEARZELABRNDES -

AEEHPHEERENMEHMARETSA
TARHEFENERRER - WHEEEER
MBBERBZZEEWSE - NEWSAH - ¥
BEPIAMER TANEEZESY EEHETE
A28 ABE - HEAVBRESRZ I
e o MEBRENERNEF T B RFER R
THEEZZBGETRFT® °

CREENBBENATENERR ST (K
BREERINENRZTZIANARZ S
N

DNHHEER

RBERR  AEEHE-_T-N\F+_-H
=T ANERUEFERN A FEAEEREHNR
F_R(EARUTBEEBAE) -

NREHR  AEEBE—T-NFRA=TH
MEBUEERNAFEFERRENRE R
(BERAERBAE)

NREHRE - F-RONERTS®RE)BE—
F(BRTHEEBAE AFEFEZELEE
B FZR(EATIBERBAE) TEEARE
& o

AR B AR B PR TR TV A T -
A5 WA B AR T A5
& - ERBRRSREAENL RS AN
RO ATE -

BEREREH
R-B-NEAA=ZTARRESAREAE
AEE PR EETEMEAEE -
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