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CHAIRMAN'S STATEMENT
FRBEEE

Dear Shareholders,

On behalf of the Board of Directors of China Shenghai Group
Limited (the “"Company” or “Shenghai”) and its subsidiaries
(collectively, the “Group”), | report to shareholders our final report
for the eighteen months ended 30 June 2023 (the “Year 2023" or
the “Reporting Period”).

BUSINESS REVIEW

The CQOVID-19 outbreak lasted for more than three years and it
was not until the end of 2022 that the outbreak gradually returned
to normal. However, the Mainland economy has not shown any
significant improvement after the recovery. Large real estate
enterprises have suffered from a series of financial turmoil, and
the knock-on effect has begun to affect the general public, thus
weakening their spending power. With the uncertainty of the
economic outlook and the increasing competition in the market,
even though the Group's attempts to strengthen marketing efforts
in supermarkets and adopt flexible pricing have yielded some
results, the gross profit of the products is still under pressure.
During the Reporting Period, the Group's revenue from the
food products business increased 530.8% to RMB530.2 million
from RMB84.1 million in 2021. Segment gross profit increased
by 124.2% to RMB16.7 million from RMB75 million in 2021. In
addition, due to the increase in selling and distribution costs,
the Group's loss for the Reporting Period further expanded to
approximately RMB151.5 million.

OUTLOOK

In the second half of the Reporting Period, the consumer rebound
from the economic recovery is over. The household savings rate
has broadly returned to the pre-epidemic level. The savings rate
of the population has largely returned to the pre-epidemic level.
However, domestic consumer demand for seafood has weakened
recently due to the impact of the Fukushima nuclear incident
in Japan. This has intensified competition in the already highly
competitive domestic food market. On the other hand, driven by
factors such as enterprises replenishing their inventories, demand
recovery and supply-side support policies, the momentum of
industrial production growth will be restored. In the seminar
“Global and China Economic Outlook for the Second Half of 2023"
organized by Oxford Economics together with China Going Global
Thinktank, China’s GDP growth is forecast to be 5.1% in 2023. We
believe that China's economy is now entering a period of growth
transition. During the transition period, China’s economic growth
will slow down, but its quality will improve. When China’s economy
is rebalanced, it will rely more on the demand side. That is to
say, the economy will shift from investment and export-oriented
to consumption-oriented. At the same time, China will shift from
developing an old economy to a new economy.
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CHAIRMAN'S STATEMENT
FRBEEE

The Industry Internet is a new type of economic product that
has gradually developed due to the continuous integration of
marketization and informationization and the deepening of social
specialized division of labor. Driven by the development of high-
speed informationization, it has not only gradually become a
new highlight of economic development, but has also driven
the transformation of a large number of traditional industries. In
recent years, a number of policies issued by the State have been
conducive to promoting the rapid development of the industry.
With the development of consumer Internet gradually entering
a mature stage and the continuous upgrading of consumption,
the development of the demand side is continuously driving the
reform of the supply side of the industry. On the supply side of the
industry, internet-based platforms are born. The Internet economy
will be a major feature and an important opportunity for China’s
economic transformation in the new era. Therefore, the Group
will continue to keep abreast of the market conditions to identify
opportunities and proactively develop new business, especially the
Internet business, to further diversify its sources of income with
diversified business, so as to stabilize the financial performance of
the Group.

APPRECIATION

On behalf of the Board, | would like to express my most sincere
gratitude to all the staff. | would also like to extend my gratitude to
our shareholders, investors, long-term customers and suppliers for
their continual devotion and consistent support. We will continue
to adhere to our initial vision and uphold the pragmatic operation
and positive approach to achieve development and actual results to
reward the trust from all of you.

China Shenghai Group Limited
Mr. Hu Hongchu
Joint-Chairman

29 September 2023
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BIOGRAPHICAL DETAILS OF THE DIRECTORS

ESER

EXECUTIVE DIRECTORS

Mr. Hu Hongchu (“Mr. Hu"), aged 47. Mr. Hu graduated from Dalian
University of Technology, major in Construction Engineering. Mr.
Hu has extensive experience in commercial services, he founded
a commercial service company in 2008 which provides one-stop
commercial services to enterprises. Before joining the Group, Mr.
Hu served as general manager in a commercial service company in
Shenzhen. Mr. Wu is primarily responsible for the development and
positioning of our Group.

Mr. Li Tingfeng (“Mr. Li"), aged 32, Mr. Li graduated from the
University of South Wales in the United Kingdom, majoring in
International Business and Finance. Mr. Li has many years of
experience in asset management, enterprise operations and
business management, especially in consumer goods, catering
and agricultural product supply chain industries. Before joining
the Group, Mr. Li worked in Southern University of Science and
Technology Asset Management Co., Ltd., mainly responsible for
strategic investment in consumer goods, catering, agricultural
product industry chain and other sectors, and participated in the
strategy formulation and operation management of a number of
consumer goods and catering industry investment projects. Mr. Li
is primarily responsible for the strategy planning and execution of
our Group.

Ms. Chen Chun (“"Ms. Chen”), aged 45. Ms. Chen graduated from
Southwest Jiaotong University with a bachelor degree in Economic
Law in 2000, and obtained a master degree in Law (Litigation
Law) from Sun Yat-sen University in 2004. Ms. Chen worked as an
Attorney in Shenzhen Nanshan District People's Procuratorate from
2004 to 2017 Before joining the Group, Ms. Chen was the legal
director of Shenzhen Bowang Technology Co., Ltd. Ms. Chen is
primarily responsible for the legal affairs of our Group.

NON-EXECUTIVE DIRECTORS

Mr. Liu Chuanyi (“Mr. Liu Chuanyi”), aged 41. Mr. Liu found his
catering business since 2020 and has established an internet
company and a technology company in 2016 and 2018 respectively,
which are engaged in internet solutions and creative technology
service platform. Since 2021, Mr. Liu Chuanyi served as the
general secretary of Circular Economy and Ecological Restoration
Working Committee of China Desertification Control Foundation.
Since 2022, Mr. Liu Chuanyi also served as an officer of
Management Committee of Western China Talent Development
Foundation.

Mr. Chen Futian (“Mr. Chen"), aged 35. Mr. Chen graduated from
Xiamen College of Science and Technology, major in Financial Law,
Financial Statistics and Modern Finance Theory. Mr. Chen has
extensive experience in the finance industry in China. Mr. Chen
currently served as manager in a sizeable bank in China.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS

ESER

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Shum Ching Hei (“Mr. Shum”), aged 35, is currently a member
of the Guangdong Yunfu Municipal People's Political Consultative
Conference, the chairman of the council of Globe Chinese
Entrepreneur Commission, the founder and president of Chinese
Financial Group, and the deputy chief supervisor of the Hong Kong
Road Safety Patrol. Mr. Shum has over 15 years of experience
in accounting, corporate finance and compliance. He obtained a
Bachelor of Commerce Honors Degree from McMaster University,
Canada, and is a member of the Hong Kong Institute of Certified
Public Accountants, a fellow member of the Institute of Financial
Accountants United Kingdom, the Institute of Public Accountants
Australia and the Certified Management Accountants Australia.
From 2016 to 2019, Mr. Shum served as director of corporate
finance in South China Financial Group. From 2019 to 2022, Mr.
Shum served as an executive director at FUTEC Financial Group.

Mr. Lin Zhenging (“Mr. Lin"), aged 34. Mr. Lin has founded an
advertising company whose business covers design, production
and advertising agency. Mr. Lin is currently the business manager
of Guangdong Share Media Investment Co., Ltd. (stock code:
833016), which is listed on the National Equities Exchange And
Quotations.

Mr. He Jian (“Mr. He"), aged 35, graduated from South China
University of Technology in 2009. From 2010 to 2020, Mr. He
worked as managerial positions in various enterprises engaged
in civil engineering, food processing and cultivation. Mr. He is
currently the General Manager of M EEZMNEBEEEIR QA
(Zhuhai Shijian Intercontinental Industrial Co., Ltd.).
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MANAGEMENT DISCUSSION

AND ANALYSIS
BB RED T

CHANGE OF FINANCIAL YEAR END DATE

The Board has resolved to change the financial year end date of
the Company from 31 December to 30 June. Accordingly, this final
report has been prepared for the period of eighteen-months from 1
January 2022 to 30 June 2023.

As disclosed in the announcement of the Company dated 11
November 2022, the change of the financial year end date of the
Company is to enable the Group to rationalise and mobilise its
resources with higher efficiency for the preparation of results
announcements and financial reports given the change will:

(1) avoid competition of resources with other listed companies
with regard to results announcement and reports-related
external services under the peak reporting season in the
market;

(2) remove the uncertainty from the variation in the dates of
the Chinese New Year Holiday which put pressure on the
workflow; and

(3) better coincide with the seasonal operating cycle of the
Group's business, which usually records higher sales before
Chinese New Year of each year. Such busy season demands
heightened commercial efforts, and the change of financial
year end date will enable the Group to better utilize its
resources on executing its business plans during such busy
season.

The Board does not foresee any material financial impact on the
Group in respect of the change of financial year end date of the
Company and there is no other matter that needs to be brought to
the attention of the shareholders of the Company.

BUSINESS REVIEW

The CQOVID-19 outbreak lasted for more than three years and it
was not until the end of 2022 that the outbreak gradually returned
to normal. However, the Mainland economy has not shown any
significant improvement after the recovery. Large real estate
enterprises have suffered from a series of financial turmoil, and
the knock-on effect has begun to affect the general public, thus
weakening their spending power. With the uncertainty of the
economic outlook and the increasing competition in the market,
even though the Group's attempts to strengthen marketing efforts
in supermarkets and adopt flexible pricing have yielded some
results, the gross profit of the products is still under pressure.
During the Reporting Period, the Group's revenue from the
food products business increased 530.8% to RMB530.2 million
from RMB84.1 million in 2021. Segment gross profit increased
by 124.2% to RMB16.7 million from RMB75 million in 2021. In
addition, due to the increase in selling and distribution costs,
the Group's loss for the Reporting Period further expanded to
approximately RMB151.5 million.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEENWED T

FOOD PRODUCTS BUSINESS

The Group has a comprehensive product portfolio with different
raw materials, flavouring and packaging and considers each product
to be distinctive. The Group seeks to differentiate itself from its
competitors by providing a broad and convenient choice of safe
and quality products, which creates additional opportunities to
drive the overall sales. During the Reporting Period, the Group
offered over 100 types of dried seafood, 30 types of algae and
fungi, and 60 types of seafood snacks. The Group's products are
sold through supermarkets, trading companies, convenience stores
and other sales channels, such as food companies, gift stores and
e-commerce retailers.

During the Reporting Period, the Group tried to strengthen its
marketing efforts in supermarkets and adopted flexible pricing,
which has achieved certain results, but the gross profit of its
products was still under pressure. The Group's revenue from the
food business increased by 530.8% from RMB84.1 million in
2021 to RMB530.2 million, and segment gross profit increased by
124.2% from RMB7.5 million in 2021 to RMB16.7 million.

OTHER BUSINESS

In early 2020, the Group began our fast moving consumer goods
business, which mainly involves in the sales of cosmetics, daily
necessities, fashion and accessories selling to Hong Kong and
South Korea from China. Due to the continued improvement of the
global supply chain and the slowdown in consumer spending after
the peak of the epidemic, the Group has suspended the provision
of procurement services. During the Reporting Period, the Group
developed the new fruit distribution business.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company'’s listed securities during the
Reporting Period.
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MANAGEMENT DISCUSSION

AND ANALYSIS
EEENWED T

OPERATING RESULTS AND FINANCIAL REVIEW
REVENUE

During the Reporting Period, the Group’s revenue increased by
approximately 512.9% from approximately RMB86.5 million for the
year ended 31 December 2021 to approximately RMB530.2 million,
mainly because the Group actively strengthened its marketing
efforts in supermarkets and adopted flexible pricing.

The table below sets out a breakdown of the Group’s revenue
categorized by product types during the Reporting Period:

R BN VKL RE

U 5

RMEBABRRN AEBNKEHEZE-Z
T+ - A=1+-—"BUHEFERNHARE
86.58 & LB IN#AI512.9% & #) A R #530.2
BBET TERANAEEERNREE T
R TEREEREEEE-

T%ﬁﬂ%ﬁi%ﬁW&KElF%@JJ
RS

1 January
2022 to
30 June % to total Year ended % to total
2023 revenue 31 December revenue
—E=-= H=E
—B—H=Z +=A
—EZ=F (hBEREN =+—8 HRKERN
NA=TH Bakk HFE ERs
RMB’'000 RMB'000
ARE TR ARETF T
Food Products Business RmES 530,207 100.0% 84,055 97.2%
Other Business Bz - 0.0% 2,451 2.8%
Total @t 530,207 86,506
GROSS PROFIT AND GROSS PROFIT MARGIN EMNRERNZE

Gross profit represents our revenue less our cost of sales, and
our gross profit margin represents gross profit divided by revenue,
expressed as a percentage. The following table sets forth the gross
profit and gross profit margin by segment for the Reporting Period:

E A 5 W ek B 5H B AR B A REFEFIER A
YWas - AB D FIIR o TR #5708 E HE
MR ER B D EFI R EHN X -

1 January

2022 to Gross Year ended Gross
30 June profit 31 December profit
2023 margin 2021 margin

—EC-CF HE

—B—REZE —E-—F

—g-= +t=—A=+t—H
~NA=TH EF = HFE E R =
RMB’000 (%) RMB'000 (%)

ARE T ARET T
Food Products Business RME® 16,744 3.2% 7468 8.9%
Other Business E %7 - N/ATEH 2,451 100%
Total BEr 16,744 3.2% 9,919 11.4%

During the Reporting Period, the Group’s gross profit margin
dropped sharply from 11.4% in 2021 to 3.2%. The decrease in
gross profit margin was mainly due to the decrease in average
selling price resulted from the Group's flexible pricing.

RMEHER AEBEFERE = i:~¢
M11.4% 58 EE32% - EFMETHREZELEH
RAEEFEDREETCESE ﬁ$ﬂEﬁT%%
e
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MANAGEMENT DISCUSSION
AND ANALYSIS
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OTHER INCOME/(EXPENSES) AND OTHER (LOSSES)/
GAINS, NET

Other income represents interest income from bank deposits and
write-off of plant and equipment.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses primarily consist of salaries and
employee benefit expenses for employees engaging in the sales
and promotion activities, transportation expenses, advertising and
promotion expenses, rental expenses and other expenses. The
increase was mainly due to increased cost control on promotion
and advertising activities during the Reporting Period.

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of salaries and
employees benefit expenses, rental expenses, office expenses,
depreciation and others. The decrease was mainly due to the
tighten cost control during the Reporting Period.

INCOME TAX EXPENSES

Income tax expense primarily consists of Enterprise Income Tax,
the applicable tax rate of which being 25%. During the Reporting
Period, income tax credit was approximately RMB0.8 million (2021:
income tax expense of RMB1.3 million).

Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands (the “BVI”), we are not subject to any
income tax in the Cayman Islands or the BVI.

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit during the Reporting Period and 2021.

LIQUIDITY AND FINANCIAL RESOURCES AND CAPITAL
STRUCTURES

CASH FLOWS

During the Reporting Period, the Group funded its working capital
and other capital requirements principally by cash generated from
our operating activities.

NET CURRENT ASSETS

Net current assets decreased from approximately RMB334.9
million as at 31 December 2021 to approximately RMB226.2 million
as at 30 June 2023. The decrease was primarily attributable to the
decrease in cash and cash equivalents and trade receivables.

CASH AND CASH EQUIVALENT AND BANK
BORROWINGS

As at 30 June 2023, cash and cash equivalents of the Group was
approximately RMBG66.5 million, as compared to approximately
RMB176.4 million as at 31 December 2021 and the Group has no
bank borrowings.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEERWED T

GEARING RATIO

As at 30 June 2023, the gearing ratio (calculated by total debt
divided by the total equity as at the end of the Reporting Period)
was 0.127 (31 December 2021: 0.059).

INVENTORIES

As at 30 June 2023, inventories amounted to approximately
RMB79.2 million (31 December 2021: approximately RMB61.7
million). The number of inventory turnover days was approximately
75 days (31 December 2021: 327 days).

TRADE RECEIVABLES

As at 30 June 2023, trade receivables amounted to approximately
RMB104.4 million (31 December 2021: approximately RMB115.6
million). The Group granted its customers a credit period of 30 to
90 days following the date of delivery. The number of turnover days
for trade receivables was approximately 113 days (31 December
2021: approximately 526 days).

TRADE PAYABLES

As at 30 June 2023, trade payables amounted to approximately
RMB9.2 million (31 December 2021: approximately RMB2.5
million). The Group managed to obtain a credit period of an average
of 30-60 days from the majority of its suppliers.

CAPITAL EXPENDITURES

During the Reporting Period, the Group's capital expenditure
amounted to approximately RMBO0.5 million (Year ended 31
December 2021: approximately RMB3.0 million).

PLEDGE OF ASSETS
As at 30 June 2023, the Group did not pledge any assets.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

There was no significant investment, material acquisition and
disposal of subsidiaries by the Company during the Reporting
Period. The Group currently has no plan to make any substantial
investment in or acquisition of capital assets, but will continue to
seek for potential investment or acquisition opportunities according
to the Group's development needs.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEERWED T

EXCHANGE RISK EXPOSURE

The Group mainly operates in the PRC and most of its operating
transactions are settled in RMB. Most of its assets and liabilities
are denominated in RMB. Although the Group may be exposed
to foreign currency exchange risks, the Board does not expect
future currency fluctuations to materially impact the Group's
operations. The Group did not adopt formal hedging policies and
no instruments have been applied for foreign currency hedging
purposes during the Reporting Period.

EMPLOYEES

As at 30 June 2023, the Group had 405 full time employees in total
(31 December 2021: 313). The Group remunerates its employees
based on their performance, experience and prevailing industry
practice. Competitive remuneration package is offered to retain
elite employees. The package includes salaries, medical insurance,
discretionary bonuses, other benefits as well as mandatory
provident fund schemes for employees in Hong Kong and state-
managed retirement benefit schemes for employees in the PRC.

FINAL DIVIDEND
The Board did not recommend the payment of a final dividend for
the Reporting Period to the shareholders.

USE OF NET PROCEEDS FROM SUBSCRIPTION

On 5 November 2021, the Company and a Subscriber entered into
the Subscription Agreement under which the Company agreed to
issue and allot and the Subscriber agreed to subscribe, 8,000,000
Subscription Shares at the Subscription Price of HK$1.5 per
Subscription Share (“2021 Subscription”).

The net proceeds from the 2021 Subscription amount to
approximately HK$11,600,000, of which approximately
HK$3,000,000 will be used for staff expenses, approximately
HK$2,400,000 will be used for professional fees and other
miscellaneous expenses, and approximately HK$6,200,000 will be
used for purchase/deposit for purchase of goods. As at 30 June
2023, the net proceeds from the 2021 Subscription have been fully
utilized.

On 28 March 2022, the Company entered into the Subscription
Agreement with six Subscribers (“Subscribers”) under which the
Subscribers conditionally agreed to subscribe and the Company
conditionally agreed to allot and issue, a total of 12,000,000
Subscription Shares at the Subscription Price of HK$1.5 per
Subscription Share (“2022 Subscription”).
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEERWED T

The net proceeds arising out of the 2022 Subscription are intended
to be used for the purposes and in the amounts set out below:

i)

iii)

approximately RMB5.36 million of the proceeds is intended
to be applied towards the Group's food business, which
includes (i) the expense for formulation and execution of
new marketing strategy of approximately RMB1.76 million
(i) advertising and promotion expenses of approximately
of RMB3 million and (iii) staff expenses of approximately
RMBO0.6 million;

approximately RMB2.01 million of the proceeds is intended
to be applied towards the JV Company, which includes staff
expenses of approximately RMB0.51 million and working
capital of approximately RMB1.5 million;

approximately RMB4.409 million is intended to be applied
for the Group's headquarters, which includes professional
fees of approximately RMB2.16 million, staff expenses
of approximately RMB1.48 million and office expenses of
approximately RMBO0.77 million; and

the remaining balance is intended to be applied for the new
fruit distribution business that the Group plans to commence
in 2022 Q2 (“New Fruit Distribution Business"”) as its
working capital. For the New Fruit Distribution Business,
the Group will be principally engaged in the provision of
supply chain management services and retail and internet
sales of edible agricultural products and pre-packaged food.
It sources fresh fruits, frozen products and other agricultural
and sideline products from overseas and domestic suppliers,
package and distributes to customers such as Meituan
Youxuan, Duoduo Maicai, and major supermarkets in China.

As at 30 June 2023, the net proceeds from the 2022 Subscription
have been fully utilized.
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REPORT OF THE DIRECTORS
EEEHRE

The Directors is pleased to present its report together with the
audited consolidated financial statements of the Group for the
eighteen months period ended 30 June 2023.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
those of the principal subsidiaries of the Company are set out in
note 34 to the Consolidated Financial Statements.

SEGMENT INFORMATION

An analysis of the Group's turnover and results by business
segments for the eighteen months period ended 30 June 2023 is
set out in note 7 to the Consolidated Financial Statements.

RESULTS AND APPROPRIATIONS

The Group's financial information for the eighteen months period
ended 30 June 2023 and the financial position of the Group as at
30 June 2023 are set out in the consolidated financial statements
from pages 46 to 127.

No dividend has been declared or proposed by the Directors in
respect of the eighteen months period ended 30 June 2023 (2021:
Nil).

BUSINESS REVIEW
A review of the business, financial key performance indicators
and outlook of the Group for the eighteen months period ended
30 June 2023 are provided in the Chairman’'s Statement and
Management Discussion and Analysis on pages 4 to 5 and pages 8
to 14 of this final report.

ENVIRONMENTAL POLICY

[t is our corporate and social responsibility in promoting a
sustainable and environmental friendly environment. We strive to
minimise our environmental impact by saving electricity and to
build our Group in a sustainable way.

We have adopted a set of emergency planning, response
and control procedures as countermeasures for unexpected
environmental pollution accidents to minimise our impact on the
environment and the adverse effect on our business.

DIVIDEND POLICY

The Company has adopted a dividend policy (“Dividend Policy”),
pursuant to which the Company may declare and distribute
dividends to the shareholders of the Company (the “Shareholders”)
to allow Shareholders to share the Company's profits and for the
Company to retain adequate reserves for future growth.
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REPORT OF THE DIRECTORS
EEEHRE

The recommendation of the payment of any dividend is subject
to the absolute discretion of the Board, and any declaration of
final dividend will be subject to the approval of the Shareholders.
In proposing any dividend payout, the Board shall also take into
account, inter alia, the Group's financial results, the general
financial condition of the Group, the Group's current and future
operations, the level of the Group's debts to equity ratio, return
on equity and the relevant financial covenants, liquidity position
and capital requirement of the Group, surplus received from the
Company's subsidiaries and any other factors that the Board
deem appropriate. The Company's ability to pay dividends is
also subject to the requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and all relevant applicable laws,
rules and regulations in the Cayman Islands, Hong Kong and the
Memorandum and Articles of Association of the Company. The
Company does not have any pre-determined distribution ratio. The
Group's dividend distribution record in the past may not be used
as a reference or basis to determine the amount of dividends that
may be declared or paid by the Company in the future.

The Board will continually review the Dividend Policy and reserves
the right in its sole and absolute discretion to update, amend
and/or modify the Dividend Policy at any time, and the Dividend
Policy shall in no way constitute a legally binding commitment by
the Company that dividends will be paid in any particular amount
and/or in no way obligate the Company to declare a dividend at any
time or from time to time.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Reporting Period, as far as the Company is aware, there
was no material breach of or non-compliance with applicable laws
and regulations by our Group that has a significant impact on the
business and operations of our Group.
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PRINCIPAL RISK AND UNCERTAINTIES

The Group is exposed to the operational risk in relation to the
business of the Group. With the growth and expansion of our
operations, the potential risks to our business increase as
well. In order to identify, assess and control the risks that may
create impediments to our success, we have implemented a
risk management system that covers each material aspect of
our operations, including financial security, production, logistics,
technology and compliance. As our risk management is a
systematic project, each of our departments is responsible for
identifying and evaluating the risks relating to its area of operations.
Our Audit Committee is responsible for overseeing, assessing
and reviewing our risk management policy and supervising the
performance of our risk management system.

RELATIONSHIPS WITH STAKEHOLDERS

EMPLOYEES

The Company recognizes that employees are our valuable assets.
Thus our Group provide competitive remuneration package to
attract and motivate the employees. Our Group regularly reviews
the remuneration package of employees and make necessary
adjustment to conform to the market standard.

SUPPLIERS

We have developed long-standing relationships with a number of
our suppliers and conducts a fair and strict appraisal on an annual
basis.

CUSTOMERS

We are committed to provide our customers with high quality
products and deliver on a timely basis. We also stay connected
with our customers to keep abreast of the changing customer
preference through regular visits of our sales teams.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five financial period/years is set out on page 128 of this
final report.

SHARE CAPITAL

Details of movements in share capital of the Company during
the Reporting Period are set out in note 29 to the Consolidated
Financial Statements.
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RESERVES

Movements in the reserves of the Group during the eighteen
months period ended 30 June 2023 are set out in the consolidated
statements of changes in equity on page 48 of this final report.

DISTRIBUTABLE RESERVES

As at 30 June 2023, the Company’'s reserves available for
distribution, calculated in accordance with the provisions of
the Companies Law of the Cayman lIslands and the Company'’s
articles of association (the “Articles of Association”), amounted
to approximately RMB70.0 million (as at 31 December 2021:
approximately RMB85.1 million).

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group's largest and five largest customers accounted
for approximately 6.9% and 26.7% of the total turnover for the
year 2023 respectively. Purchases from the Group's largest and five
largest suppliers accounted for approximately 12.7% and 46.4% of
the total purchases for the year 2023 respectively.

To the best knowledge of the Directors, neither the Directors, their
associates, nor any shareholders who owned more than 5% of
the Company'’s issued share capital, had any beneficial interest in
any of the Group's five largest customers or suppliers during the
eighteen months period ended 30 June 2023.

SUBSIDIARIES
Details of the principal subsidiaries of the Company are set out in
note 34 to the Consolidated Financial Statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the Reporting Period are set out in note 18 to the Consolidated
Financial Statements.

CHARITABLE CONTRIBUTIONS

During the Reporting Period, the Group did not made charitable
contributions (2021: Nil).
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DIRECTORS AND DIRECTORS’ SERVICE AGREEMENTS
The Directors of the Company who hold office during the Reporting
Period and up to the date of this report are:

EXECUTIVE DIRECTORS

Mr. Hu Hongchu (Joint-Chairman)
(redesignated as executive director and
appointed as Joint-Chairman on 28 April 2023)

Mr. Liu Rongru (Chief Executive Officer)
(resigned on 18 August 2023)

Mr. Li Tingfeng (Chief Executive Officer)
(appointed on 18 August 2023)

Ms. Li Yanfeng (appointed on 10 October 2022 and
resigned on 21 July 2023)

Ms. Chen Chun (appointed on 24 June 2022)

Ms. Chen Xiaoling (resigned on 24 June 2022)

Mr. Liu Junting (redesignated as executive director
on 24 June 2022 and resigned on 28 April 2023)

Mr. Li Dongfan (resigned on 24 June 2022)

NON-EXECUTIVE DIRECTORS
Mr. Liu Chuanyi (Joint-Chairman) (appointed on 28 April 2023)

Mr. Hu Hongchu (appointed on 10 October 2022 and
redesignated as executive director on 28 April 2023)

Mr. Chen Futian (appointed on 10 October 2022)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Liu Dajin (resigned on 11 November 2022)

Mr. Chow Yun Cheung (appointed on 11 November 2022 and
resigned on 21 July 2023)
Mr. Shum Ching Hei (appointed on 21 July 2023)

Mr. Lin Zhenging (appointed on 24 June 2022)
Mr. He Jian

None of the Directors, including those proposed for re-election at
the AGM, has a service agreement which is not terminable by the
Company within one year without payment of compensation, other
than statutory compensation.

The Company has received confirmation on independence from
each of the Independent Non-executive Directors pursuant to Rule
3.13 of the Listing Rules and all of them are considered to be
independent.
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DIRECTORS’ REMUNERATION

The remuneration of the Directors is determined with reference to
Directors’ duties, responsibilities and performance and the results
of the Group.

Details of the remuneration of the Directors are set out in note 13
to the Consolidated Financial Statements.

BIOGRAPHIES OF DIRECTORS

The biographical details of the Directors of the Group are disclosed
in the section headed “Biographical Details of the Directors” on
pages 6 to 7 of this final report.

NON-COMPETITION UNDERTAKING BY CONTROLLING
SHAREHOLDERS

The controlling shareholders of the Company entered into a Deed
of Non-Competition in favour of the Company dated 22 June
2017 (“"Deed of Non-Competition”) as set out in the section
of “Relationship with our Controlling Shareholders” under
the Prospectus. The controlling shareholders confirmed their
compliance of all the undertakings provided under the Deed of
Non-Competition.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

During the eighteen months period ended 30 June 2023, there was
no material acquisition or disposal of subsidiaries or associated
companies by the Company.

SHARE OPTION SCHEME

Pursuant to a resolution passed by all the shareholders on
22 June 2017 the Company has conditionally adopted the share
option scheme (the “Share Option Scheme"”) for the purpose
of recognizing and acknowledging the contributions the eligible
participants had or may have made to the Group. The Board may, at
its discretion, grant options pursuant to the Share Option Scheme
to the Directors (including Executive Directors, Non-executive
Directors and Independent Non-executive Directors), the directors
of the Company's subsidiaries and employees of the Group and
any other persons (including consultants or advisers) whom the
Board considers, in its absolute discretion, have contributed or
will contribute to the Group. The Directors were authorised to
grant options to subscribe for shares of the Company and to allot,
issue and deal with the shares pursuant to the exercise of options
granted under the Share Option Scheme and to take all such steps
as may be necessary and/or desirable to implement and give effect
to the Share Option Scheme. The maximum number of shares
in respect of which options may be granted under the Share
Option Scheme and under any other share option schemes of the
Company must not in aggregate exceed 10% of the total number
of shares in issue immediately following completion of the Global
Offering (as defined in the Company's prospectus dated 30 June
2018), being 100,000,000 shares, excluding any shares that may
be issued under the options which have lapsed in accordance with
the terms of the Share Option Scheme (or any other share option
schemes of the Company), unless otherwise approved by the
shareholders of the Company in general meeting and/or such other
requirements prescribed under the Listing Rules from time to time.
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Unless otherwise approved by the shareholders of the Company in
general meeting, the number of shares that may be granted to an
eligible participant under the Share Option Scheme and any other
share option schemes of the Company (including both exercised
and outstanding options) shall not exceed 1% of the shares in
issue of the Company within any 12-month period. Any grant of
options to a Director, chief executive or substantial shareholder
(as defined in the Listing Rules) of the Company or any of their
respective associates (as defined in the Listing Rules) is required
to be approved by our Independent Non-executive Directors.
Unless otherwise approved by the shareholders of the Company in
general meeting and/or such other requirements prescribed under
the Listing Rules, the number of shares that may be granted to a
substantial shareholder or any Independent Non-executive Director
or their respective associates under the Share Option Scheme
and any other share option schemes of the Company (including
both exercised and outstanding options) shall not exceed 0.1% of
the shares in issue, having an aggregate value in excess of HK$5
million, within any 12-month period.

There is no minimum period for which an option must be held
before it can be exercised, and the period during which an option
may be exercised will be determined by the Board in its absolute
discretion, however, no options shall be exercised 10 years after
they have been ranted. The subscription price of a share in respect
of a particular option shall be not less than the highest of (a) the
official closing price of the shares on the daily quotation sheet of
the Stock Exchange; (b) the average official closing price of the
shares on the daily quotation sheet of the Stock Exchange for the
five business days immediately preceding the date of grant; and (c)
the nominal value of a share. The Share Option Scheme shall take
effect from the date it is adopted and shall remain effective within
a period of 10 years from that date.

From the date that the Share Option Scheme became effective
and unconditional and up to the date of this final report, no share
options were granted under the Share Option Scheme.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at the date of this final report, none of the Directors and
chief executives of the Company had any other interests or short
positions in any shares, underlying shares or debentures of the
Company, any of its Group members or its associated corporations
(within the meaning of Part XV of the SFO) which were notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions
of the SFO), or which were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein, or which
were required, pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at the date of this final report, the following persons/entities
(other than the Directors or chief executive of the Company) had,
or were deemed to have, interests or short positions in the shares
or underlying shares of the Company, its Group members and/or
associated corporations which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of

FERRRADARS REERDEE
mRRR

RAXRBEHREBH THWAL BE (TR
BARREEZRSRITHAB ) EA R HR
ABRNAAT HEBRQAT R SR EER
1&m@h1$%ﬁmﬁﬁm%&%fum
%XV*B%Z&S"* 1632 F DA 55 A9 8 25 5004
o) IE%&%&%;M%%%MMﬁﬁé

the SFO, or which were recorded in the register required to be ARRBFHEHNELMANEZRIKR
kept by the Company under Section 336 of the SFO:
Approximate
percentage of
Number of shareholding
Name of Shareholder Capacity/Nature of interest shares Interest (%)
BHREN
IR 2% A B EntE g g B2 (%)
Precisely Unique Limited Beneficial Owner (note 1) 52,500,000 43.75%
HTERAA EREAA (M3E1)
Mr. Liu Rongru Interest in controlled corporation/
Long position (note 1) 52,500,000 43.75%
EESy b EEfEEOER e (M)
Ms. Lin Yueying Interest of spouse (note 2) 52,500,000 43.75%
MARLZ T Be B (MFer2)
Lau Shek Yau Beneficial Owner 8,000,000 6.67%
e Paya EnEAA
Notes: B 5

1. The entire issued share capital of Precisely Unique Limited is legally and
beneficially owned by Mr. Liu Rongru, who is deemed to be interested in the
Shares held by Precisely Unique Limited.

HEFRRANEHEETRABBIRMEELESE
REGEES BRMEERE RN T AERA R
BOR A

2. Ms. Lin Yueying is the spouse of Mr. Liu Rongru and is deemed or taken to be 2. MARLZETARLWAENEE BREELALREE
interested in all the Shares in which Mr. Liu Rongru has interest under the SFO. GO R AREER B LML FEAESOTER
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PERMITTED INDEMNITY PROVISION

The articles of associations of the Company provides that the
Directors shall be indemnified out of the assets and profits of
the Company from and against all actions, costs, charges, losses,
damages and expenses which they or any of them shall or may
incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty, or supposed duty,
in their respective offices or trusts.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the Directors and
directors of the subsidiaries of the Group.

DIRECTORS’ AND CONTROLLING SHAREHOLDER’S
INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance to which the Company or its
subsidiaries was a party and in which the controlling Shareholder
or a Director had a material interest, whether directly or indirectly,
subsisted at the end of the Reporting Period or at any time during
the Reporting Period.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the Reporting Period, there were no connected transactions
and continuing connected transactions between the Group and
its connected persons (as defined under the Listing Rules) which
are subject to the reporting, announcement and the independent
shareholders’ approval requirement under the Listing Rules.

The material related party transactions as disclosed in note 35 to
the Consolidated Financial Statements are connected transactions
exempt from reporting, announcement and independent
shareholders’ approval requirements under the Listing Rules.

COMPETITION AND CONFLICT OF INTERESTS

None of the Directors or any of their respective associates, has
engaged in any business that competes or may compete with the
business of the Group, or has any other conflict of interest with
the Group.

PURCHASES, SALE AND REDEMPTION OF LISTED
SECURITIES

The Company did not redeem any of its listed securities, and
neither did the Company nor any of its subsidiaries purchase or sell
any of the Company's listed securities during the Reporting Period
and up to the date of this report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the Reporting Period.
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PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company'’s
Articles of Association or the laws of the Cayman Islands.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules as at
the date of this final report.

CORPORATE GOVERNANCE

The Company is committed to adopt corporate governance
practice. The Company's corporate governance practices are set
out in the Corporate Governance Report on pages 25 to 39.

AUDITORS

The consolidated financial statements for the years ended
31 December 2018 and 2019 had been audited by BDO Limited.
The consolidated financial statements for the year ended 31
December 2021 and the eighteen months period ended 30
June 2023 have been audited by McMillan Woods (Hong Kong)
CPA Limited which retires, and being eligible, offer itself for
re-appointment at the AGM. A resolution to re-appoint McMillan
Woods (Hong Kong) CPA Limited and to authorize the Directors to
fix its remuneration will be proposed at the AGM.

On behalf of the Board

Hu Hongchu

Executive Director

Xiamen, the PRC, 29 September 2023
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The Board is committed to maintaining a good standard of
corporate governance practices and business ethics in the firm
belief that they are essential for maintaining and promoting
investors' confidence and maximizing shareholders’ returns. The
Board reviews its corporate governance practices from time to
time in order to meet the rising expectations of shareholders and
comply with the increasingly stringent regulatory requirements,
and to fulfill its commitment to excellence in corporate governance.

The Company has adopted the code provisions in the Corporate
Governance Code (the “"CG Code”) as set out in Appendix 14 to
the Listing Rules as its own code of corporate governance. The
Board considers that up to the date of this report, the Company
has complied with the CG Code.

Code provision F2.2 of the CG Code requires the chairman of the
board to invite the chairmen of the Audit Committee, Remuneration
Committee, Nomination Committee and any other committees
(as appropriate) to attend the annual general meeting. In their
absence, he should invite another member of the Committee or
failing this his duly appointed delegate, to attend. Due to other
business commitments, the chairmen and members of the Audit
Committee, Remuneration Committee and Nomination Committee
of the Company could not attend the annual general meeting of
the Company held in 20 July 2022.

Code provision C.2.7 of the CG Code requires that the chairman of
the Board shall at least annually hold meetings with Independent
Non-executive Directors without the presence of other Directors.
As Mr. Hu Hongchu serves as the Joint-Chairman and Executive
Director concurrently, the code provision does not apply and
the Company deviates from such code provision. In addition,
the Chairman of the Board is of the view that, the Independent
Non-executive Directors can express their opinions to all Executive
Directors more directly and effectively at the Board meetings,
hence the Board is of the view that the deviation from the code
provision does not have material impact on the operation of the
Board.

The Company will continue to enhance its corporate governance
practices appropriate to the conduct and growth of its business
and to review its corporate governance practices from time to time
to ensure they comply with the evolving regulatory requirements
and to meet the rising expectations of the shareholders and other
stakeholders.
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CORPORATE GOVERNANCE PRACTICES

(A)

BOARD OF DIRECTORS

Responsibilities and Delegation

The Board is responsible for the leadership and control of
the Company, overseeing the Group's businesses, strategic
decisions, internal control, risk management systems and
monitoring the performance of the senior management. The
management is responsible for the daily operations of the
Group under the leadership of the Chairman. The Directors
have the responsibility to act objectively in the interests of
the Company.

The Board has delegated various responsibilities to the
Board committees including the Audit Committee, the
Remuneration Committee and the Nomination Committee.
Further details of these Committees are set out below in
section B of this corporate governance report.

Board Composition

The Board members during the eighteen months period
ended 30 June 2023 and up to the date of this report are as
follows:

EXECUTIVE DIRECTORS

Mr. Hu Hongchu (Joint-Chairman)
(redesignated as executive director and
appointed as Joint-Chairman on 28 April 2023)

Mr. Liu Rongru (Chief Executive Officer)
(resigned on 18 August 2023)

Mr. Li Tingfeng (Chief Executive Officer)
(appointed on 18 August 2023)

Ms. Li Yanfeng (appointed on 10 October 2022 and
resigned on 21 July 2023)

Ms. Chen Chun (appointed on 24 June 2022)
Ms. Chen Xiaoling (resigned on 24 June 2022)

Mr. Liu Junting (redesignated as executive director
on 24 June 2022 and resigned on 28 April 2023)

Mr. Li Dongfan (resigned on 24 June 2022)
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NON-EXECUTIVE DIRECTORS

Mr. Liu Chuanyi (Joint-Chairman)
(appointed on 28 April 2023)

Mr. Hu Hongchu (appointed on 10 October 2022 and
redesignated as executive director on 28 April 2023)

Mr. Chen Futian (appointed on 10 October 2022)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Liu Dajin (resigned on 11 November 2022)

Mr. Chow Yun Cheung (appointed on 11 November 2022 and
resigned on 21 July 2023)

Mr. Shum Ching Hei (appointed on 21 July 2023)
Mr. Lin Zhenqging (appointed on 24 June 2022)
Mr. He Jian

The Board currently comprises three Executive Directors,
two Non-Executive Directors and three Independent
Non-executive Directors from different business and
professional fields. The profiles of each Director are set
out in the “Biographical Details of Directors” section in
this final report. The Directors, including the Independent
Non-executive Directors, have brought a wide spectrum
of valuable business experience, knowledge and
professionalism to the Board for its efficient and effective
delivery of the Board functions.

Board Diversity Policy

The Board has adopted a board diversity policy (the “Policy”)
which sets out the approach to achieve a sustainable and
balanced development of the Company and to enhance the
quality of performance of the Company. The Policy aims at
achieving diversity on the Board.

Measurable Objectives and Selection

In designing the Board’'s composition, a number of
perspectives which include race, gender, age, cultural and
educational background, industry experience, technical
and professional experience, knowledge, skills, length of
service, personal integrity and time commitments of the
proposed candidates will be taken into consideration. The
Company will also take into account factors relating to its
own business model and specific needs from time to time.
The ultimate decision is based on merit and contribution
that the candidates will bring to the Board. Candidates will
be considered against objective criteria, having due regard
for the benefits of diversity on the Board.
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The Board currently consists of one female member. The
Board will take opportunity to increase the proportion of
female members over time when selecting and making
recommendation on suitable candidates for Board
appointments. The Board would ensure that appropriate
balance of gender diversity is achieved with reference
to stakeholders’ expectation and international and local
recommended best practices, with the ultimate goal of
bringing the Board to gender parity. The Board also aspires
to having an appropriate proportion of Directors who have
direct experience in the Group’s core markets, with different
ethnic backgrounds, and reflecting the Group's strategy.

Implementation and Monitoring

The Nomination Committee will monitor the implementation
of the board diversity policy and report to the Board
annually.

The Company has received annual confirmation from each
of the Independent Non-executive Directors of his/her
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of the Independent Non-executive
Directors are independent.

Board Meetings

The Board is scheduled to meet regularly at least four
times a year at approximately quarterly intervals, to discuss
the overall strategy as well as the operation and financial
performance of the Group. Ad-hoc meetings will also be
convened when necessary. Such Board meetings involve
the active participation, either in person or through other
electronic means of communication, of a majority of
Directors.

Agenda and Board papers together with all appropriate,
complete and reliable information will be provided to all
the Directors before meetings. All the Directors will be
provided with sufficient resources to discharge their duties,
and, upon reasonable request, the Directors will be able
to seek independent professional advice in appropriate
circumstances, at the Company's expenses. All Directors
will have the opportunity to include matters in the agenda
for board meetings. The Company Secretary of the Company
is responsible to keep the minutes of board meetings and
meetings of Board committees. All minutes are open for
inspection by any Director at reasonable time on reasonable
notice.
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During the eighteen months period ended 30 June 2023
and up to the date of this final report, five Board meetings
have been held, at which the Directors approved the interim
results of the Group for the six months ended 30 June
2021 and for the year ended 31 December 2022 and the
annual results of the Group for the eighteen months period
ended 30 June 2023, reviewed the results announcements
and interim and final reports and resolved other business
matters.

The Company’s Articles of Association contain provisions
requiring Directors to abstain from voting and not to
be counted in the quorum at meetings for approving
transactions in which such Directors or any of their
associates have a material interest. According to current
Board practices, any material transaction, which involves
a conflict of interests for a substantial shareholder or a
Director, will be considered and dealt with by the Board at a
duly convened Board meeting.

Appointments, Re-election and Removal of Directors
Each of the Executive Directors and Non-executive Director
has entered into a service contract with the Company for
an initial fixed term of three years commencing from their
respective appointment dates renewable automatically
until terminated by not less than three months' notice in
writing served by either party on the other expiring at the
end of the initial term or any time thereafter. All of their
appointments are subject to retirement by rotation and
re-election in accordance with the Articles of Association of
the Company.

Each of the Independent Non-executive Directors has
entered into a letter of appointment with our Company
on their respective appointment dates. Each letter of
appointment is for an initial term commencing on the date
of the letter of appointment and shall continue thereafter
subject to a maximum of three years unless terminated by
either party giving at least one month's notice in writing.
All of their appointments are subject to retirement by
rotation and re-election in accordance with the Articles of
Association of the Company.

All Directors shall be subject to retirement by rotation at
least once every three years.

The Nomination Committee has reviewed the
reappointments/appointments of both the Executive
Directors, the Non-executive Director and the Independent
Non-executive Directors and recommended to the Board for
decision.
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Training Induction and Continuing Development of
Directors

Directors keep abreast of responsibilities as a Director of
the Company and of the conduct, business activities and
development of the Company.

Each newly appointed Director will receive formal,
comprehensive and tailored induction on the first occasion
of his/her appointment to ensure appropriate understanding
of the business and operations of the Company and full
awareness of director’s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

Directors are continually updated on developments in
the statutory and regulatory regime and the business
environment to facilitate the discharge of their
responsibilities.

Model Code for Securities Transactions

The Company has since 22 June 2017 adopted the Model
Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) as set out in Appendix 10
to the Listing Rules. Following a specific enquiry, all the
Directors confirmed that they have complied with the Model
Code during the year.

BOARD COMMITTEES

Nomination Committee

The Company established the Nomination Committee on
22 June 2017 with written terms of reference in compliance
with paragraph B.3.2 of the Code Provisions. Its terms of
reference are available on the websites of the Company and
the Stock Exchange.

The primary duties of the Nomination Committee are to
review the structure, size and composition of the Board
on regular basis; to identify individuals suitably qualified
to become Board members; to assess the independence
of Independent Non-executive Directors; and to make
recommendations to the Board on relevant matters relating
to the appointment or re-appointment of Directors. The
Nomination Committee comprises three Independent
Non-executive Directors, namely Mr. Lin Zhenqing,
Mr. Shum Ching Hei and Mr. He Jian (Chairman).

Nomination Policy

The Company has adopted a Nomination Policy for
the Nomination Committee to consider and make
recommendations to Shareholders for election as Directors
at general meetings or appoint as Directors to fill casual
vacancies.

FEMABEEERAR | 2T ==

(B)

EEHIEIIE S| RIFHERE

EEAMERARARESZTZEENUR
RARHEF EHEDHRERE-

BRFRZENETHEERERELE
HIOGEARAEL—NHEX 28
R R AR MY 35 5] 0 PARE (R B 4K
RAINEBREEFBEE MRS A
A MR MARAEZRMESE
E2EEREBERDORH-

RSB AT REE HE R
EEERZBH AR ABBEET
B -

ETEELZGRIZEEFE
ARRlBE-E—+F<A-+=-HE
4 ER B S0FTE ETH AR E
FHETEEFRGWIZESTR| ([1ZEST
Al]) - ERBERE FTBEESHE
REENAFEDETIZESTH -

BEESTEZEES

HEZEE
ARRER_E—+&F<A=-+=H
RYIRZEES W RETAIKXE
B3k T EM BB E - S m ik
D AZAN/N 3 g i R A

BERAEETESENHAL  FFREL
FERTEENBH L AR EREH
ZEEESHBAEERNESSRHE
BRE-RAZESRE=-RBIUIF
WITEE IMERELE ZHER
EARMZERE (EF) -

EEHE
ARRERRERESRMERBR -
NERBREBRRIBERAS LEE
EXR T EAMERERNES-

—EC=FRBRE

China Shenghai Group Limited | Final Report 2022/2023

30



CORPORATE GOVERNANCE REPORT

S A= ¥ oo

Selection Criteria

The factors listed below would be used as reference by
the Nomination Committee in assessing the suitability of a
proposed candidate:

(1) reputation for integrity;

(2) accomplishment and experience in the business in
which the Group is engaged in;

(3) commitment in respect of available time and relevant
interest;
(4) diversity in all its aspects, including but not limited

to race, gender, age (18 years or above), educational
background, professional experience, skills and length
of service;

(5) qualifications which include professional
qualifications, skills, knowledge and experience that
are relevant to the Company's business and corporate

strategy,

(6) the number of existing directorships and other
commitments that may demand the attention of the
candidate;

(7) requirement for the Board to have Independent

Non-executive Directors in accordance with the
Listing Rules and whether the candidates would
be considered independent with reference to the
independence guidelines set out in Rules 3.08, 3.09
and 3.13 of the Listing Rules;

(8) Board Diversity Policy of the Company and any
measurable objectives adopted by the Nomination
Committee for achieving diversity on the Board; and
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Director Nomination Procedure

Subject to the provisions in the Articles of Association of
the Company and the Listing Rules, if the Board recognises
the need for an additional Director or a member of senior
management, the following procedure will be followed:

(M

The Nomination Committee and/or Board will identify
potential candidates based on the criteria as set out
in the selection criteria, possibly with assistance from
external agencies and/or advisors;

The Nomination Committee and/or the Company
Secretary of the Company will then provide the
Board with the biographical details and details of the
relationship between the candidate and the Company
and/or Directors, directorships held, skills and
experience, other positions which involve significant
time commitment and any other particulars required
by the Listing Rules, the Companies Law of the
Cayman lIslands and other regulatory requirements
for any candidate for appointment to the Board;

The Nomination Committee would then make
recommendation to the Board on the proposed
candidate(s) and the terms and conditions of the
appointment;

The Nomination Committee should ensure that the
proposed candidate(s) will enhance the diversity
of the Board, being particularly mindful of gender
balance;

In the case of the appointment of an Independent
Non-executive Director, the Nomination Committee
and/or the Board should obtain all information
in relation to the proposed Director to allow the
Board to adequately assess the independence of
the Director in accordance with the factors set out
in Rules 3.08, 3.09 and 3.13 of the Listing Rules,
subject to any amendments as may be made by the
Stock Exchange from time to time; and

The Board will then deliberate and decide on the
appointment based upon the recommendation of the
Nomination Committee.
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Audit Committee

The Company established the Audit Committee on 22 June
2017 with written terms of reference in compliance with
Rule 3.21 and Rule 3.22 of the Listing Rules. The written
terms of reference of the Audit Committee was adopted
in compliance with paragraph D3.3 to D3.7 of the Code
Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The primary duties of the Audit Committee, among other
things, are to make recommendation to the Board on the
appointment, re-appointment and removal of external
auditors, review the financial statements and provide
material advice in respect of financial reporting and oversee
the internal control and risk management procedures of
the Company. As at the date of this final report, the Audit
Committee consists of three Independent Non-executive
Directors, namely Mr. Shum Ching Hei (Chairman), Mr. He
Jian and Mr. Lin Zhenging.

The Audit Committee has reviewed the Company's
financial statements and the Group's consolidated financial
statements for the eighteen months period ended 30 June
2023, including the accounting principles and practices
adopted by the Company and the Group.

During the year, two meetings have been held by the Audit
Committee. At such meetings, it reviewed the interim
results of the Group for the six months ended 30 June 2021
and year ended 31 December 2022. It also reviewed the
annual results of the Group for the year ended 31 December
2021 with the independent auditors and the activities of the
Group's internal control and risk management functions. It
also reviewed the Company’s progress in implementing the
corporate governance requirements as set out in the CG
Code.
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Remuneration Committee

The Company established the Remuneration Committee on
22 June 2017 with written terms of reference in compliance
with Rule 3.25 and Rule 3.26 of the Listing Rules. The
written terms of reference of the Remuneration Committee
was adopted in compliance with paragraph E1.2. of the
Code Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The primary duties of the Remuneration Committee are
to make recommendation to the Board on the overall
remuneration policy and structure relating to all Directors
and senior management of the Group and to ensure none
of the Directors determine their own remuneration. The
emoluments of Executive Directors are determined based
on their skills, knowledge, individual performance as well as
contributions, the scope of responsibility and accountability
of such Directors, taking into consideration the Company's
performance and the prevailing market conditions. The
remuneration policy of Independent Non-executive Directors
is to ensure that they are adequately compensated for their
efforts and time dedicated to the Company's affairs including
their participation in their respective Board committees.
The emoluments of Independent Non-executive Directors
are determined with reference to their skills, experience,
knowledge, duties and market trends. As at the date of
this final report, the Remuneration Committee consists of
three Independent Non-executive Directors, namely Mr. Lin
Zhenging (Chairman), Mr. Shum Ching Hei and Mr. He Jian.

Details of remuneration of Directors are set out in note 13
to the Consolidated Financial Statements.

During the Reporting Period, two meetings have been held
to review the remuneration packages paid to Directors
and senior management for the financial year and the
remuneration of new Directors appointed.
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The attendance of individual members of the Board and RAFEEESREMNEETSTES
other Board Committees meetings during the year is set out BEgXEBHEZZERIINNRTE:

in the table below:

Meeting attended/held

hE/ BreE
Remuneration Nomination
Board Meeting  Audit Committee Committee Committee
Ezg EREEE yHzEE REZEE
EXECUTIVE DIRECTORS HiTES
Mr. Hu Hongchu (Joint-Chairman) WINEE (BEFE) (RZ22=%
(redesignated as executive director and MAZTN\RAFARTESTE
appointed as Joint-Chairman on 28 April 2023) ZARBRELIR) 3/3 N/A N/A N/A
Mr. Liu Rongru (Chief Executive Officer) QRmE & (THER) (RZF==F
(resigned on 18 August 2023) NA+NBEE) 0/13 N/A N/A N/A
Mr. LiTingfeng (Chief Executive Officer) FEBEE (THEH) (WZFZ=F
(appointed on 18 August 2023) NATNBEZ) N/A N/A N/A N/A
Ms. Li Yanfeng (appointed on 10 October 2022 and ZUERT (RZT-ZFTATREZTE
resigned on 21 July 2023) YRZFZ=FLA-+-HEMA) 1/5 N/A N/A N/A
Ms. Chen Chun (appointed on 24 June 2022) BRgxt (R=F==F, A-1THEA
%) 8/9 N/A N/A N/A
Ms. Chen Xiaoling (resigned on 24 June 2022) RERTT (RZE-ZF A-THEA
BE) 23 N/A N/A N/A
Mr. Liu Junting (redesignated as executive director Bt (M2 A=+mA
on 24 June 2022 and resigned on 28 April 2023) AERHTEZIN =%
mA-TN\R é;f ) 9/9 N/A N/A N/A
Mr. Li Dongfan (resigned on 24 June 2022) FRAKE(RZT-ZF A-TRA
BHE) 3/3 N/A N/A N/A
NON-EXECUTIVE DIRECTORS FHTES
Mr. Liu Chuanyi (Joint-Chairman) HEsxE (BELE) (RZ22=%
(appointed on 28 April 2023) NAZ+N\BEZHE) N/A N/A N/A N/A
Mr. Hu Hongchu (appointed on 10 October 2022 WINEE (R-E-—F+A+A
and redesignated as executive director BZEYR-F-=FMA-T/\AB
on 28 April 2023) REARTES) 11 N/A N/A N/A
Mr. Chen Futian (appointed on 1 April 2021) BRERLE (W-E--5EMA-B
EZH) 5/5 N/A N/A N/A
INDEPENDENT NON-EXECUTIVE DIRECTORS BIkHTES
Mr. Liu Daiin (resigned on 11 November 2022) Rt E(RZB=F+—-A1+-8
BHE) 6/9 2/2 4/4 4/4
Mr. Chow Yun Cheung (appointed on BEELE(W-_FT-—%+-A+-H
11 November 2022 and resigned on 21 July 2023) Z%?E]IEA TZ=FtA=1-H
BE) 2/3 11 2/2 2/2
Mr. Shum Ching Hei (appointed on 21 July 2023) ERELE (RZE==F+tA=1-AH
BZ(E) N/A N/A N/A N/A
Mr. Lin Zhenging (appointed on 24 June 2022) MEELE(R-E-—F A-TMmAE
EZf) 9/9 2/2 5/5 5/5
Mr. Liu Junting (redesignated as executive director Bl (M2 A=1HA
on 24 June 2022 and resigned on 28 April 2023) AEAHTEZUIN-Z-=FMA
i INET 4] 171 1n 1n 171
Mr. He Jian 2f=3: 13/13 313 111 17
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ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Acknowledgement

The Audit Committee and the Board have reviewed
the Group's consolidated financial statements for the
eighteen months period ended 30 June 2023. The
Directors acknowledge their responsibilities for preparing
accounts, the financial statements, performance position
and prospects of the Group. Management has provided
information and explanation to the Board to enable it to
make an informed assessment of the financial and other
information put before the Board for approval. The Directors
believed that they have selected suitable accounting
policies and applied them consistently, made judgment and
estimates that are prudent and reasonable.

The Board is not aware of any material uncertainties relating
to the events or conditions which may cast significant doubt
over the Group's ability to continue as a going concern.
Accordingly, the Board has continued to adopt the going
concern basis in preparing the financial statements.

The accounts for the year were audited by McMillan Woods
(Hong Kong) CPA Limited whose term of office will expire
upon the forthcoming annual general meeting.

Auditor’s Remuneration
For the eighteen months period ended 30 June 2023, the
analysis of the remuneration of the Company’'s auditor,
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Amount
&5
(HK$'000)
(F#x)
Audit services E IR 1,100,000

The Audit Committee will recommend the reappointment of
McMillan Woods (Hong Kong) CPA Limited for audit service,
and consider the engagement of the non-audit services to
ensure the independence and objectivity of audit service.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board has overall responsibility for the internal control
and risk management systems of the Company. Internal
controls and risk management are used by the Board to
facilitate the effectiveness and efficiency of operations,
safeguard the investment of Shareholders and assets of the
Company and to ensure compliance with relevant statutory
and regulatory requirements. The Company's internal control
and risk management policies are designed to provide
reasonable, but not absolute, assurance against material
misstatements and help the Board identify and mitigate, but
not eliminate, risk exposure. The policies and procedures
of internal controls (which include financial, operational
and compliance controls and risk management systems)
are considered to be adequate and effective based on the
annual review conducted by the Board through the Audit
Committee.

Handling and Dissemination of Inside Information

The Company has established and maintained procedures
and internal controls for the handling and dissemination
of inside information. The Company has adopted a code
of conduct for dealing in the securities of the Company by
the Directors in accordance with Appendix 10 of the Listing
Rules. Other employees of the Group who are likely to be
in possession of inside information of the Company are
also subject to dealing restrictions. Any inside information
and any information which may potentially constitute inside
information is promptly identified, assessed and escalated
to the Board and for the Board to decide on the need for
disclosure. Inside information and other information which
is required to be disclosed pursuant to the Listing Rules
will be announced on the respective websites of the Stock
Exchange and the Company in due course.

In light of the size and scale of the Group's businesses,
the Group currently does not have an internal audit
department. The Board will review and consider to establish
such department as and when it thinks necessary. As
such, the Board, supported by the Audit Committee, is
directly responsible for risk management and internal
control systems of the Company and for reviewing its
effectiveness. In order to maintain a high standard of
corporate governance, the Company engaged an external
independent consultant with professional staff in possession
of relevant expertise to assist in identifying and assessing
the risks of the Group through a series of interviews; and
independently perform internal control review and assess
effectiveness of the Group's risk management and internal
control systems. The results of the independent review and
assessment have been reported to the Audit Committee
and the Board. The improvement of the systems of risk
management and internal control is an ongoing process and
the Board maintains a continuing commitment to strengthen
the Company’s control environment and processes. Based
on the findings and recommendations of the report as
well as the comments of the Audit Committee, the Board
considered the internal control and risk management
systems effective and adequate.

—E-

HETEREARRAR | -

(D)

EREERAHEE
E=EgHARANARERLEARE

@%L%WEEME E=gMAR
e MR B IR R EME K
R %Ek%&ﬁ&ﬁ AEE"
M&E%TAﬁﬁﬁéﬁﬁﬁﬁi
ARBOAREEMREREEBRERE
EﬂL%EkﬁkﬁLﬁhmﬁﬁ#
BUMIRE U BBHEESHR K
RMEEIEHGRRR -RIEEFEEB
§V§A 17 2 E AR - kg
2 (BREVWE 2ERERZEEN
&H ERRG)WBEREBRE R

5 H B 1Y 55 TE FZ 7
ARACRYIEFREREEANE
HEMEFRAMEZE - ARFER

BEMARAMETRAEFTEELARD
Bl RE 27 2 17 /3 5T All o 2K 5 [ H i 7] B2
BEARBNBESNEE RAET
BRAR 5 R HI TR A &HH S &Al B
BRI BB A& #L B 3 Al -
AN FREEE UAHEESRE

ERATHRE -ABBRREMRIE
AR AIZE T 0 EE O A A e
R RARR S BB Ao

i SEEXBZRENBE K&
W EABEF LI EESH

o
Al
%*TIRAm%ﬁ%%M%f

B 5%

B -AL EEEEEZ
ZHBTEEZBEARRZR
E&W*BWTI%/EL RA=R=0)
e BT HREEKERNCEER
$&T§HET HEEEEEENZ
MEXEAERBIINEBER F8—
RUG# - BEFER R A ARER
[B Bz + 7 98 37 3 1T N 2B B A AR AT M T
1ﬁ$$@@5ﬁ§ﬁ&ﬁq%%ﬁ§%ﬁz
X 3K e A 8 I8 S AR 5T N RR A 2 A5
EHREZEZEERESTE- E&iﬂ
RN AR = %?ﬁ%—lﬁﬁzﬁﬁ&
EE2RTEBR DRI AR AR EEE
REREF -RBEREMEIFMHEIRK
ERULEBEZLZESZER BEEg
REASEZEERBRERRSTTZHE
EEREE D

N

%mWHﬁm%

ol 38 W S 1

T =FRWE

China Shenghai Group Limited | Final Report 2022/2023

37



CORPORATE GOVERNANCE REPORT

(E)

(F)

S A= ¥ oo

COMPANY SECRETARY

The Board appoints its Company Secretary in accordance
with the Company's Articles of Association and in
compliance with the requirements of the Listing Rules. The
Company Secretary has complied with the professional
training requirement as set out in the Rule 3.29 of the
Listing Rules during the eighteen months period ended 30
June 2023.

SHAREHOLDERS’ RIGHTS

The Board welcomes shareholders to present their views
and shareholders may at any time submit their questions
and concerns about the Group. Enquiries may be put
to the Board or senior management by contacting the
Company Secretary through our shareholders’ email at
investors@chinashenghaigroup.com or by phone at 852-3702
6977 or directly by raising questions at the general meetings
of the Company.

Shareholder(s) holding not less than one-tenth of Company'’s
paid up capital may request the Board to convene an
extraordinary general meeting. The objects of the meeting
must be stated in the related requisition deposited at the
Company'’s registered office and addressing to the Company
Secretary at the Company’s principal place of business in
Hong Kong. The extraordinary general meeting will be held
within two months after the deposition of such requisition.

To safeguard shareholders’ interests and rights, a separate
resolution is proposed for each substantially separate issue
at general meetings, including the election of individual
Directors.

All resolutions put forward at general meetings will be voted
on by poll pursuant to the Listing Rules and poll results will
be posted on the websites of the Company and of the Stock
Exchange after each general meeting.

Any Shareholder may appoint a proxy or representative to
attend the general meeting, and they are entitled to exercise
the same voting rights in the meeting.
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INVESTOR RELATIONS AND COMMUNICATION WITH
SHAREHOLDERS

The Company considers that effective communication
with shareholders is essential for enhancing investor
relations and investor understanding of the Group's
business performance and strategies. To promote effective
communication, the Company maintains a website
at www.chinashenghaigroup.com, where up-to-date
information and updates on the Company’s business
operations and developments, financial information,
corporate governance practices and other information are
posted.

The Company endeavours to maintain an on-going dialogue
with its shareholders and in particular, through AGMs
or other general meetings to communicate with the
shareholders. Shareholders are encouraged to participate in
general meetings or to appoint proxies to attend and vote at
meetings for and on their behalf.

The forthcoming AGM of the Company will be held in
December 2023. The notice of AGM will be sent to
shareholders at least 20 clear business days before the
AGM.

Constitutional Documents

The latest version of the Memorandum and Articles of
Association of the Company is posted on the Company's
website.
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INDEPENDENT AUDITOR’S REPORT
BYRBAEIRES

McMillanWoods

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF CHINA SHENGHAI GROUP LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Shenghai Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 46 to 127 which
comprise the consolidated statement of financial position as at
30 June 2023 and the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash
flows for the eighteen months ended 30 June 2023, and notes
to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 30 June 2023 and of its consolidated financial performance and
its consolidated cash flows for the eighteen months ended 30 June
2023 in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKASs") issued by the HKICPA. Our responsibilities
under those standards are further described in the "Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of the
Group in accordance with the HKICPA's “Code of Ethics for
Professional Accountants” (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. The key audit matter we identified is impairment
assessment on trade receivables.
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Key Audit Matter
BREZENR

How our audit addressed the Key Audit Matter
EENBNAEEREEZSE

IMPAIRMENT ASSESSMENT ON TRADE RECEIVABLES
B 5 B E R E

Refer to summary of significant accounting policies in
note 4, accounting estimates and judgements in note
5 and disclosure of trade receivables in note 22 to the
consolidated financial statements.
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As at 30 June 2023, the Group had net trade receivables
amounting to approximately RMB104,378,000, after
making loss allowance of approximately RMB1,455,000.
It represents 36% of the total assets of the Group and is
considered quantitatively significant to the Group.
RZEZ=FXA=Z1TH (FHEBEBEBBEHOARE
1,455,000t ESEEMNEZESFREFBEFER/OAR
#104,378,0007T " 1h ES&EEEMLEMNC%  BHEER
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The Group's loss allowance is measured at an amount
equal to lifetime expected credit loss (“ECL’) based on
management'’s estimated loss rates for trade receivables.
The estimated loss rates take into account the credit
history including default or delay in payments, settlement
records, subsequent settlements and ageing analysis of
the trade receivables.
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Our procedures in relation to management’s
impairment assessment on trade receivables
included the following:
EENEEEYE SRR ERENEETH
BrefE:

° obtaining an understanding of and
assessing the design, implementation
and operating effectiveness of key
internal controls relating to credit
control, debt collection and calculation
of the ECLs;
TRETHBEREEEE EBEKR NG
BEHEEBBZBRANIZERIN®ZRT
Bt SOEVERCRL

. assessing, on a sample basis, whether
items in the trade receivables ageing
report were classified within the
appropriate ageing bracket by comparing
individual items in the report with the
relevant sales invoices and delivery
records;
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B RES

Key Audit Matter
BREZENR

How our audit addressed the Key Audit Matter
EENBNAEEREEZSE

IMPAIRMENT ASSESSMENT ON TRADE RECEIVABLES
- continued

85 BWRRERER S - &

We have identified impairment assessment of trade
receivables as a key audit matter due to considerable
amount of judgement and estimates being required in
conducting impairment assessment as mentioned in the
forgoing paragraph.
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Obtaining an understanding of and
evaluating the Group's credit policies
and internal control on impairment
assessment;
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With the assistance of auditor’s
expert, assessing the reasonableness
of management's loss allowance
estimates by examining the information
used by management to form such
judgements, including testing the
accuracy of the historical default data,
evaluating whether the historical
loss rates are appropriately adjusted
based on current economic conditions
and forward-looking information and
examining the actual losses recorded
during the current financial period/year
and assessing whether there was an
indication of management bias when
recognising loss allowances;
EZEMERNHS T BRAREERE
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Recalculating the amounts of the ECL
on trade receivables and assessing the
appropriateness and adequacy of the
impairment under expected credit loss
model as at 30 June 2023; and
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inspecting cash receipts from
customers after the financial period/
year end relating to trade receivables
balances on a sample basis.
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises the information included in the Company's
final report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’'s financial reporting
process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. We report our
opinion solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.
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Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

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

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

° evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

° conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’'s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to
continue as a going concern.
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° evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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

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

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

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

McMillan Woods (Hong Kong) CPA Limited
Certified Public Accountants

Hui Chi Kong

Audit Engagement Director

Practising Certificate Number — P07348

24/F., Siu On Centre,
188 Lockhart Road,
Wanchai,

Hong Kong

Hong Kong, 29 September 2023
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CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND
OTHER COMPREHENSIVE INCOME

meBEaRkEMEERER

For the eighteen months ended 30 June 2023 HZ =T = =FA=+HI+N\EA

(Expressed in Renminbi unless otherwise indicated)

(BRBEHETII AARKETITR)

1 January
2022 Year ended
to 30 June 31 December
2023 2021
—E-CF BHE
—B—HZE —E-—F
—E-= +=-—A=+—H
~B=1H IFFEE
Note RMB’000 RM‘B'OOO
B 5 AR®T ARBTT
Revenue WA 8 530,207 86,506
Cost of sales 55 P AR (513,463) (76,587)
Gross profit EF 16,744 9,919
Other income/(expenses) and HabW A (R REAM
other gains/(losses), net W,/ (E518) F8 9 (16,809) (10,394)
Selling and distribution costs $HE RO HKAR (135,170) (31,380)
Administrative expenses TR S ) (29,469) (35,750)
Reversals of impairment losses on trade B 5 & H fib /& W 70 I8 8 (B &5 18
and other receivables/(impairment losses ~ #[El " (‘B 5 & H b f& Y
for trade and other receivables), net RIBFERE) F58E 29,072 (27158)
Loss on modification of trade BWNE HEWFIER EE
receivables ) (13,456) -
Finance costs LUR IR 10 (2,213) (1,558)
Loss on disposal of a subsidiary HE—HMRBARZEE (1,009) -
Loss before tax BRBi Al A5 18 11 (152,310) (96,321)
Income tax credit/(expense) s e,/ (AX) 12 848 (1,347)
Loss for the period/year B ERER (151,462) (97.668)
Other comprehensive income B EREMEEKE
for the period/year, net of tax: MBRBLIA -
Item that will be reclassified HEEBEmIBEEERN
subsequently to profit or loss: EH: .
— Exchange differences arising on —BEBINEBEEN
translation of foreign operations ME 3 ZERE (3,519) 567
Total comprehensive expenses for B/ EREEBEXEAE
the period/year (154,981) (97,101)
Loss for the period/year UTE&GE " FRER:
attributable to: N
—The owners of the Company - Y/NEIE RSN (150,503) (97,446)
— Non-controlling interests —FEE R (959) (222)
(151,462) (97,668)
Total comprehensive expenses UTEES FRE2E
for the period/year attributable to: B
—The owners of the Company S YNEIEZEWN (154,022) (96,892)
— Non-controlling interests — IR (959) (209)
(154,981) (97.101)
Loss per share (RMB) BRER (AR¥T)
- Basic and diluted —ERK#E 16 (1.2783) (0.9649)
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

e MR R

At 30 June 2023 A= ==F"A=+H

(Expressed in Renminbi unless otherwise indicated)

(BRBEHETII AARKETITR)

30 June 31 December
2023 2021
—E-= —EZ—F
AB=+H +=ZA=+—H
Note RMB'000 RMB'000
B 2 AR¥EF T ARETIT
Non-current assets IRBEE
Property, plant and equipment M- BE L& E 18 9,595 30,999
Deposits paid to suppliers T FHEHERZZS 19 5,290 4,922
Rental deposits HE®R:e 20 - 468
Prepayments AN 20 - 3,500
14,885 39,889
Current assets RBEE
Inventories FE 21 79,181 61,737
Trade receivables 2 5 W RIE 22 104,378 115,623
Deposits paid to suppliers SNTHRERZZS 19 3,351 2,857
Deposits, prepayments and e BNFIER
other receivables H b fE IR 20 18,039 9,472
Cash and cash equivalents HekBEEEEY 23 66,481 176,402
271,430 366,091
Current liabilities REBEE
Trade payables 2 5 IR 24 9,206 2,482
Accruals, deposits received and EETER BlUzE Rk
other payables H b jE N 3RIE 25 26,181 17,262
Debentures E% 26 6,177 6,213
Lease liabilities HEEBE 27 1,083 1,805
Provision for taxation IR G 2,575 3,423
45,222 31,185
Net current assets RBEEFEE 226,208 334,906
Total assets less current liabilities BREERRBEE 241,093 374,795
Non-current liabilities ERBAE
Debentures 62 26 21,648 14,990
Lease liabilities HEEBE 27 - 813
21,648 15,803
Net assets FEE 219,445 358,992
Equity =
Share capital &N 29 10,383 9,388
Reserves fH 31 209,271 349,813
219,654 359,201
Non-controlling interests FEFE AR HE (209) (209)
Total equity HARE 2 219,445 358,992
Approved and authorised for issue by the Board of Directors on HEFE@R _E-_=FAA_-_THABHER
29 September 2023. BRET)EE -

Hu Hongchu
HALHD
Director

EF

RREAESEEERAF | ZF ==

Li Tingfeng
>EE
Director
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
RERBEHR
For the eighteen months ended 30 June 2023 HZ =T = =FA=+HI+N\EA
(Expressed in Renminbi unless otherwise indicated)

(BRBEHETII AARKETITR)

Foreign
currency Non-
Share Share Special Statutory translation Other Retained controlling Total
capital Premium reserve reserve reserve reserve profits Total interests equity
Bx RHEE RRIRE EERE  MHRERE bR REEA a3 FERER s
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARETT ARETT ARETT ARETR ARETT ARETT ARETT ARETT ARETT ARETT
[note 310 (note 3100}~ (note 31(bIGi)  (note 31(b)iv))  Inote 31(b)v))
(WaE31o)  (sEsroni)  (WEEsbl)  (MsE3tbiv)  (HEE31bIM)
At 1 January 2021 WZF=-%-f-8 8723 138,185 17800 18,625 (1,148) 5,800 268432 446,417 - 446417
Subscription of new shares under BE-RREIRTRG
general mandate 665 9311 - - - - - 9,976 - 9,976
Share issue expenses RAZTER - 300) - - - - - 300) - (300)
Loss and total comprehensive ERBERZENALE
income for the year - - - - 554 - (97446) (96,892) (209) 97101)
Change in equity for the year FRESED 665 9,011 - - 554 - 97446) 87216) 209) (87425)
At 31 December 2021 and WZF=-%+-A=t-H
1 January 2022 R=F-z%-F-H 9,388 14719% 17800 18,625 694) 5,800 160,986 359,201 209) 358,992
Subscription of new shares RE-REEIBARS
under general mandate 995 13928 - - - - - 14,923 - 14,923
Share issue expenses RORGER - (448) - - - - - (448) - (448)
Non-controlling interest on WEREAINFERER
acquisition of a subsidiary - - - - - - - - (14) (14)
Loss and total comprehensive BRAEER2ENEAE
income for the period - - - - (3,519) - (150,503) (154,022) (959) (154,981)
Disposal of a subsidiary HEKBEAT - - - - - - - - 973 973
Change in equity for the period BrEREE 995 13,480 - - (3519) - (150,503) (139,547) - (139,547)
At 30 June 2023 R-B-=EXA=1A 10,383 160,676 17,800 18,625 (4113) 5,800 10,483 219,654 (209) 219,445
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CONSOLIDATED STATEMENT OF

CASH FLOWS
RERERER

For the eighteen months ended 30 June 2023 HZ =T = =FA=+HI+N\EA

(Expressed in Renminbi unless otherwise indicated)

(BRBEHETII AARKETITR)

1 January
2022 Year ended
to 30 June 31 December
2023 2021
—E-=
—B—HZ #HzE—_Z—-_—F
—EZ=f +ZH=+—H
NA=1+H FFE
RMB’000 RMB'000
AR¥T T ARET T
Cash flows from operating activities RETHHERE
Loss before tax B 75 BT 5 48 (152,310) (96,321)
Adjustments for: AT HIBEERFE:
Depreciation of property, plant and ME - -BENREETE
equipment 12,500 17,762
Written down of inventories 7 & OB 826 3,285
Impairment losses on property, W WERZERERRE
plant and equipment 1,057 2,973
(Reversal of impairment losses)/impairment X T &R 2 & H
losses on deposit paid to suppliers CRERERE),
VEREN ] %a (584) 1,439
(Reversal of impairment losses)/impairment 2 5 fE Uk 778 (BB E 1B
losses of trade receivables & [ )//UMEEETE (27,768) 24,643
(Reversal of impairment losses)/impairment £ & Uk 7X 78 (BB 518
losses on other receivables & [ )//UZ@EEEE (720) 1,076
Written off of property, plant and equipment 5% %  WE & & E& 13,020 -
Written off of trade receivables WEHE 5 e W IE 233 -
Written off of other receivables i 85 H A HE W SRR 1,046 -
Bank interest income HRATH B WA (473) (655)
Interest on lease liabilities HEaEZHE 180 186
Interest expense on debenture BEH 2 FBRAZ 2,033 1,372
Gain on early termination of lease RERIEEEZ W (160) (28)
Loss on disposal of a subsidiary HENEBRRMEE 1,009 -
Loss on modification of trade receivables 1EME 5 MW IA R B 18 13,456 -
Loss on disposals of property, plant HEME - BEREED
and equipment &8 108 4,191
Operating loss before working capital changes Lﬁ%é@)ﬁﬂ H 48 & E5 18 (136,547) (40,077)
(Increase)/decrease in inventories 7(? B (3Em //u b (18,270) 10,430
Decrease/(increase) in trade receivables %JEHKM R (18 0) 25,347 (6,967)
Increase in deposits, prepayments T;zé Y8 1 2098 R A e
and other receivables FRIFIE N (7,938) (4,256)
Increase/(decrease) in trade payables %‘f%ﬁﬁﬁ?"klﬁibﬂ/(P\JﬁQ\) 6,724 (13,689)
Increase in accruals, deposits received and BT E A - DWiIRE &
other payables E b & A FRIE 3 0 7,352 2,161
Cash used in operations Z‘“%E@Jﬁﬁﬂ%fﬁﬁ (123,332) (52,398)
Income taxes paid ERFTEH - (1,070)
Net cash used in operating activities KEFEFMAFES (123,332) (53,468)
Cash flow from investing activities RETBEERE
Purchases of items of property, BEWE WMEERXEEER
plant and equipment (468) (2,970)
Proceeds from disposals of property, BEYE BERZHERN
plant and equipment Fr 1S 3K 38 1,021 5,000
Cash effect on acquisition of a subsidiary g B B B 2 ) EI’JEEAE’ 2 =
Cash effect on disposal of a subsidiary HERBARINE T E (2) =
Interest received B E 473 655
Net cash from investing activities REFEMBFES 1,026 2,685
PRAGEEERAR | - — T - =F KBRS
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CONSOLIDATED STATEMENT OF

CASH FLOWS
RERERER

For the eighteen months ended 30 June 2023 HZ =T = =FA=+HI+N\EA
(BREBERI UARES|TR)

(Expressed in Renminbi unless otherwise indicated)

1 January
2022 Year ended
to 30 June 31 December
2023 2021
B _F
—A—HEZ BE-_T_—%F
—E=-= +=-—A=+—H
~NA=1+H ILFE
Note RMB’000 RMB'000
M FE AR¥T T AREF T
Cash flow from financing activities EEFZHREHRE
Repayment of the lease liabilities BEHERR (3,609) (2,848)
Interest paid on lease liabilities BENEEaERE (180) (186)
Proceeds from debentures BEH TSR 7,848 13,301
Repayment of debenture BEES (6,170) (6,099)
Proceeds from issue of shares BT PT1S 5RIA 14,923 9,976
Share issue expenses RnETER (448) (300)
Net cash from financing activities BMEEHMEFRS 12,364 13,844
Net decrease in cash and BERESEEY
cash equivalents WA R (109,942) (36,939)
Effect of foreign exchange rate P R B ) 2 &
changes 21 (138)
Cash and cash equivalents at R—A—HHWEER
1 January REZEEY 176,402 213,479
Cash and cash equivalents at RAA=+8B +=AH
30 June/31 December =t+t—HHWHRER
REZEY 66,481 176,402
Analysis of cash and cash REeRBSEBYNDN
equivalents
Bank and cash balances SRTRR &8 23 66,481 176,402
PEAESERMBRAR | T - —F - =FREHRE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

GENERAL INFORMATION

China Shenghai Group Limited (the “Company”) was
incorporated in the Cayman Islands on 8 January 2016
as an exempted company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as revised and
consolidated) of the Cayman Islands and its shares have
been listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 18 July
2017. The Company's registered office is located at Cricket
Square, Hutchins Drive, PO. Box 2681, Grand Cayman, KY1-
1111, Cayman lIslands. The Company’'s principal place of
business is located at 5th floor, No.5 Factory, Mexi Road,
Huandong Water, Tongon District, Hui Industrial Park, Xiamen
City, Fujian Province, PRC.

The principal activity of the Company is investment holding
and the principal activities of its subsidiaries (together with
the Company collectively refer to as “Group”) is packaging
and sales of seafood products and procurement and sales of
fast moving consumer goods and others.

The directors consider the Company’'s immediate and
ultimate holding company is Precisely Unique Limited, which
is incorporated in the British Virgin Islands and the ultimate
controlling shareholder is Mr. Liu Rongru.

CHANGE OF FINANCIAL YEAR END DATE

Pursuant to a resolution of the board of directors dated 11
November 2022, the Group changed its financial year end
date from 31 December to 30 June. This will enable the
Group to rationalise and mobilise its resources with higher
efficiency for the preparation of results announcement as
well as reports given the change will:

i avoid competition of resources with other listed
companies with regard to results announcement
and report-related external services under the peak
reporting season in the market;

ii. remove the uncertainty from the variation in the dates
of the Chinese New Year Holiday which put pressure
on the workflow; and

iii. better coincide with the seasonal operating cycle of
the Group's business, which usually records higher
sales before Chinese New Year of each year. Such
busy season demands heightened commercial efforts,
and the change of financial year end date will enable
the Group to better utilize its resources on executing
its business plans during such busy season.

Accordingly, the accompanying consolidated financial
statements for the current financial period covers an
eighteen months period from 1 January 2022 to 30
June 2023 and the comparative financial statements
cover a twelve-months year ended 31 December 2021.
The comparative amounts are, therefore, not entirely
comparable.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

2. BASIS OF PREPARATION

The consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs"), which in collectible term includes all
applicable Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs") and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") and accounting principles
generally accepted in Hong Kong. These consolidated financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on
Main Board of the Stock Exchange (the “Listing Rules”) and
with the disclosure requirements of the Hong Kong Companies
Ordinance (Cap. 622). Significant accounting policies adopted
by the Group are discussed below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they
are relevant to the Group for the current and prior accounting
periods reflected in these consolidated financial statements.

3. ADOPTION OF NEW AND REVISED HKFRSs

fim 1 B %
REMBRRECREETESHAMAE
(IFERMAR]) RAENEBIMG
WEER ([BAMBHRELEL] 1L
REBRMABERZE BB REE
A - FAEEER([FEGERA)
kel RBEELARGHRAGEER %
FHRE M IS MR I A B X PT EARE
ZFEMHRR(TEmRA]) Z 8RB
BIERXREB ARG (£6228) 2
BEATE ARERANEESFRK
RN AT A o

1)

BERMAGCEME THI LK
BRI EAMBREER RAKEE
A& 5t B B R R AT IR R R A
ERNEER RS SRR
EYEN BTG HRMNTRA S
BREHRMNZEHFEMBRE
BRABEHENHIFES -

RAFIREBTERMBRSE

Z 8
(A)  APPLICATION OF NEW AND REVISED HKFRSs (A) ERFITRKEITEBHBR
& 2= A
The Group has applied the following amendments REBCEBEXRERBAESSR
to HKFRSs issued by the HKICPA for the first time, MAgGEBEMBUTR_2Z=_Z
which are mandatorily effective for the annual F-A—HauzBERBENEE
period beginning on or after 1 January 2022 for the MM s E M BN BRE
preparation of the consolidated financial statements: BRAMERT AR UEREE VB
Wk
Amendments to Property, Plant and A ER nE -BER
HKAS 16 Equipment: Proceeds F16% (BFTA) RE-HFTE
before Intended Use FRAZFE
HE
Amendments to Onerous Contracts BEg RS BREAHN-ET
HKAS 37 - Cost of Fulfilling FIK(BAIR)  AAMA
a Contract
Amendments to Reference to the FEBBRELEN HHEZEIR
HKFRS 3 Conceptual Framework F35 (EFTA)
Annual Improvements Annual Improvements to EEYEIER BRI BREER
Project HKFRS Standards —Z-\FE
2018-2020 e 5
FEKE
Amendments to Merger Accounting 25153 E5% HEZEHAHH
Accounting Guideline 5 for Common Control (BFT &) AftEihE
Combinations
The above amendments to HKFRSs effective for the R-ZEZF—H—BHRED
financial period beginning on 1 January 2022 do not B R BR R AR R bl BB B B
have a material impact on the Group's consolidated ] A QS ] AN ¥ AN & B A 4R
financial statement. EMBRERLEERTE-
FEAEEBERAR | == /T - =FREHRE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

3. ADOPTION OF NEW AND REVISED HKFRSs - 3.
continued A -1&
(B) NEW AND REVISED HKFRSs IN ISSUE BUT NOT (B)

YET EFFECTIVE

BRI KRBT ERMBRSE

CRAEERERZHITRE
CHERDE R

Effective for
accounting periods
beginning on or after
RUTHEHS 2%
RN ESTTHEEN

Amendments to HKAS 1 — Classification of Liabilities as Current or
Non-QU(rent ‘ )

BB ERFEIR (BFIA) —BELEARDIIERD

Amendments to HKAS 1 — Non-current Liabilities with Covenants

ERGERZEIE (BFIAR) —WARNONFERBAR

Amendments to HKAS 1 and HKFRS Practice Statement 2 —
Disclosure of Accounting Policies ‘

BB REREIREREBMBREENEBERE2R (BFTR)
—BEHE BB

Amendmgnts to HKSA 7 and HKFRS 7 — Supplier Finance Arrangements

ARG EUSTRRBBMBREENETHR (EFTA)
—HEMRE 25

Amendments to HKAS 8 — Definition of Accounting Estimates

BEREGERIESH (BFIAR) — gt AENESR

Amendments to HKAS 12 — Deferred Tax Related to Assets and
Liabilities Arising from a Single Transaction )

BAG LB (BRI X)) ~RE-RXFELEMNEER
BEAENELERIE

Amendments to HKAS 12 — International Tax Reform
— Pillar Two Model Rules

BREEEAF 2R (BFTA) —BEERARE-XHE_EARE

Amendments to HKFRS 16 — Lease Liability in a Sales and Leaseback
ERVBmELENFE 165 (BFIAX) —ERHEENEERR

Amendments to HKFRS 10 and HKAS 28 - Sale or Contribution of
Assets betvyeen an Investor and itg Associate or Joint Venture

EBE IS LA E 105 R BB REERF28% (B 4)
—REEHEBREARNEGECELANEELEIOEA

Hong Kong Interpretation 5 (2020) Presentation of Financial Statements

— Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause

1 January 2024

—E-_mMFE—-A—H
1 January 2024
—E-_MFE-HA—H
1 January 2023

—E-=F—H—H

1 January 2024
—E-WFE—H—H

1 January 2023

—E=F—H—H
1 January 2023
—E-_=F—AF—H

1 January 2023 (except
for HKAS 12 Paragraphs
4A and 88A which are
immediately effective
upon issue of the
amendments)
—E-=%—H—H
(BR BOBs A Ry & B
R R F 1258
FAATBBAERHN)

1 January 2024
—E-MFE—-—H—H

To be determined

FRE

=N

1 January 2024

WA

s

BEREELR (ZE T )MBRENEIN - EBERAHBE —ZT-_mM&E—HA—A8
RERERBGIZERERZHE

The Group is in the process of making an assessment AEBEIEEFHZEZEERA
of what the impact of these amendments and new FET R R YA FE R BRI 2
standards is expected to be in the period of initial BowzS5 Bt AEBRES
application. So far it has concluded that the adoption MZFAEFT AR R R
of them is unlikely to have a significant impact on the AT E B HRRENE
consolidated financial statements. TEo
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

SIGNIFICANT ACCOUNTING POLICIES
These consolidated financial statements have been prepared
under the historical cost convention.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group's accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are
disclosed in note 5.

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out
below.

(A) CONSOLIDATION

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 30 June. Subsidiaries are
entities over which the Group has control. The Group
controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity
and has the ability to affect those returns through its
power over the entity. The Group has power over an
entity when the Group has existing rights that give it
the current ability to direct the relevant activities, i.e.
activities that significantly affect the entity’s returns.

When assessing control, the Group considers its
potential voting rights as well as potential voting
rights held by other parties. A potential voting right is
considered only if the holder has the practical ability
to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued

(A)

CONSOLIDATION - continued

Intragroup transactions, balances and unrealised
profits are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Non-controlling interests represent the equity in
subsidiaries not attributable, directly or indirectly, to
the Company. Non-controlling interests are presented
in the consolidated statement of financial position
and consolidated statement of changes in equity
within equity. Non-controlling interests are presented
in the consolidated statement of profit or loss and
consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or
loss and total comprehensive income for the period/
year between the non-controlling shareholders and
owners of the Company.

Profit or loss and each component of other
comprehensive income are attributed to the
owners of the Company and to the non-controlling
shareholders even if this results in the non-controlling
interests having a deficit balance.

Changes in the Company's ownership interest in a
subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions
with owners in their capacity as owners). The carrying
amounts of the controlling and non-controlling
interests are adjusted to reflect the changes
in their relative interests in the subsidiary. Any
difference between the amount by which the non-
controlling interests are adjusted and the fair value
of the consideration paid or received is recognised
directly in equity and attributed to the owners of the
Company.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(B)

(C)

SEPARATE FINANCIAL STATEMENTS

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment loss, unless the investment is classified
as held for sale (or included in a disposal group that
is classified as held for sale). Cost includes direct
attributable costs of investments. The results of
subsidiaries are accounted for by the Company on the
basis of dividend received or receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee's net assets
including goodwill.

FOREIGN CURRENCY TRANSLATION

(i) Functional and presentation currency
Items included in the financial statements of
each of the Group's entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Renminbi,
which is the Company’s presentation currency.
The functional currency of the Company is
Hong Kong Dollars. The directors consider
that choosing Renminbi as the presentation
currency best suits the needs of the
shareholders and investors.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued 4. EXEFBER-H&

(C) FOREIGN CURRENCY TRANSLATION - continued (C)
(ii) Transactions and balances in each entity’s

financial statements

Transactions in foreign currencies are
translated into the functional currency on initial
recognition using the exchange rates prevailing
on the transaction dates. Monetary assets and
liabilities in foreign currencies are translated
at the exchange rates at the end of each
reporting period. Gains and losses resulting
from this translation policy are recognised in
profit or loss.

Non-monetary assets and liabilities that
are measured in terms of historical cost in
a foreign currency are translated using the
foreign exchange rates ruling at the transaction
dates. The transaction date is the date on
which the Company initially recognises such
non-monetary assets or liabilities. Non-
monetary items that are measured at fair value
in foreign currencies are translated using the
exchange rates at the dates when the fair
values are determined.

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss
is recognised in other comprehensive income.
When a gain or loss on a non-monetary item
is recognised in profit or loss, any exchange
component of that gain or loss is recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
FOREIGN CURRENCY TRANSLATION - continued

(C)

(iii)

Translation on consolidation

The results and financial position of all the
Group entities that have a functional currency
different from the Company’'s presentation
currency are translated into the Company's
presentation currency as follows:

- Assets and liabilities for each statement
of financial position presented are
translated at the closing rate at the date
of that statement of financial position;

- Income and expenses are translated at
average exchange rates for the period
(unless this average is not a reasonable
approximation of the cumulative effect
of the rates prevailing on the transaction
dates, in which case income and
expenses are translated at the exchange
rates on the transaction dates); and

- All resulting exchange differences are
recognised in other comprehensive
income and accumulated in the foreign
currency translation reserve.

On consolidation, exchange differences arising
from the translation of monetary items that
form part of the net investment in foreign
entities are recognised in other comprehensive
income and accumulated in the foreign
currency translation reserve. When a foreign
operation is sold, such exchange differences
are reclassified to consolidated profit or loss
as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(D)

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are held for use in the
production or supply of goods, or for administrative
purposes, are stated at cost less accumulated
depreciation and accumulated impairment losses, if
any.

Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
are recognised as an expense in profit or loss during
the financial period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost
less their residual values over the estimated useful
lives on a straight-line basis. The principal annual
rates are as follows

Electric equipment 3 years
Plant and machinery 8-10 years
Motor vehicles 4 years
Furniture and equipment 5 years

Shorter of lease term and
remaining useful life

Leasehold improvement

Shorter of the asset’s useful
life and the lease term

Right-of-use assets

The residual values, useful lives and depreciation
method are reviewed and adjusted, if appropriate,
at the end of each reporting period, with the effect
of any changes in estimate accounted for on a
prospective basis.

The gain or loss on disposal of an item of property,
plant and equipment is the difference between the
net sale proceeds and its carrying amount, and is
recognised in profit or loss on disposal.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
LEASES

At inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration. Control is conveyed where the
customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.

(E)

(i)

The Group as a lessee

Where the contract contains lease
component(s) and non-lease component(s),
the Group has elected not to separate non-
lease components and accounts for each lease
component and any associated non-lease
components as a single lease component for
all leases.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease
liability, except for short-term leases that have
a lease term of 12 months or less and leases
of low-value assets which, for the Group are
primarily laptops and office furniture. When
the Group enters into a lease in respect of a
low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis.
The lease payments associated with those
leases which are not capitalised are recognised
as an expense on a systematic basis over the
lease term.

Where the lease is capitalised, the lease
liability is initially recognised at the present
value of the lease payments payable over
the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot
be readily determined, using a relevant
incremental borrowing rate. Lease payments
to be made under reasonably certain extension
options are also included in the measurement
of the lease liability. After initial recognition,
the lease liability is measured at amortised
cost and interest expense is calculated using
the effective interest method. Variable lease
payments that do not depend on an index or
rate are not included in the measurement of
the lease liability and hence are charged to
profit or loss in the accounting period in which
they are incurred.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4. SIGNIFICANT ACCOUNTING POLICIES - continued
(E) LEASES - continued

(i)

The Group as a lessee — continued
To determine the incremental borrowing rate,
the Group:

o where possible, uses recent third-party
financing received by the individual
lessee as a starting point, adjusted to
reflect changes in financing conditions
since third party financing,

o uses a build-up approach that starts
with a risk-free interest rate adjusted for
credit risk for leases held by the group
entities, which do not have recent third-
party financing, and

o makes adjustments specific to the
lease, e.g. term, country, currency and
security.

If a readily observable amortising loan rate
is available to the individual lessee (through
recent financing or market data) which has a
similar payment profile to the lease, then the
group entities use that rate as a starting point
to determine the incremental borrowing rate.

The right-of-use asset recognised when a
lease is capitalised is initially measured at
cost, which comprises the initial amount of
the lease liability plus any lease payments
made at or before the commencement date,
and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle
and remove the underlying asset or to restore
the underlying asset or the site on which it
is located, discounted to their present value,
less any lease incentives received. The right-
of-use asset is subsequently stated at cost
less accumulated depreciation and impairment
losses.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
LEASES - continued

(E)

(i)

The Group as a lessee — continued
Right-of-use assets in which the Group is
reasonably certain to obtain ownership of
the underlying leased assets at the end
of the lease term are depreciated from
commencement date to the end of the
useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the
shorter of its estimated useful life and the
lease term.

Refundable rental deposits paid are accounted
under HKFRS 9 and initially measured at
fair value. Adjustments to fair value at initial
recognition are considered as additional lease
payments and included in the cost of right-of-
use assets.

The lease liability is remeasured when there
is a change in future lease payments arising
from a change in an index or rate, or there is a
change in the Group's estimate of the amount
expected to be payable under a residual value
guarantee, or there is a change arising from
the reassessment of whether the Group will
be reasonably certain to exercise a purchase,
extension or termination option. When the
lease liability is remeasured in this way, a
corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount
of the right-of-use asset has been reduced to
zero.

The lease liability is also remeasured when
there is a change in the scope of a lease
or the consideration for a lease that is not
originally provided for in the lease contract
("lease modification”) that is not accounted
for as a separate lease. In this case the lease
liability is remeasured based on the revised
lease payments and lease term using a revised
discount rate at the effective date of the
modification.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(E)

(F)

LEASES - continued

(ii) The Group as a lessor
When the Group acts as a lessor, it determines
at lease inception whether each lease is a
finance lease or an operating lease. A lease
is classified as a finance lease if it transfers
substantially all the risks and rewards
incidental to the ownership of an underlying
assets to the lessee. If this is not the case,
the lease is classified as an operating lease.

INVENTORIES

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and
condition. Cost is calculated using the weighted
average method. Net realisable value represents
the estimated selling price in the ordinary course of
business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories
are recognised in the profit or loss in the period
of write-down or loss occurs. The amount of any
reversal of any write-down of inventories recognised
as an increment in the amount of inventories and
recognised in the profit or loss in the period in which
the reversal occurs.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(G)

RECOGNITION AND DERECOGNITION OF
FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised
in the consolidated statement of financial position
when the Group entity becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss (“FVTPL’)) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities
at FVTPL are recognised immediately in profit or loss.

The Group derecognises a financial asset only
when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues to
control the transferred asset, the Group recognises
its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

The Group derecognises financial liabilities when, and
only when, the Group's obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable, including any
non-cash assets transferred or liabilities assumed, is
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(G)

(H)

RECOGNITION AND DERECOGNITION OF
FINANCIAL INSTRUMENTS - continued

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a
net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must
not be contingent on future events and must be
enforceable in the normal course of business and in
the event of default, insolvency or bankruptcy of the
company or the counterparty.

FINANCIAL ASSETS

All regular way purchases or sales of financial
assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are
purchases or sales of financial assets that require
delivery of assets within the time frame established
by regulation or convention in the marketplace.
All recognised financial assets are measured
subsequently in their entirety at either amortised cost
or fair value, depending on the classification of the
financial assets.

Debt investments
Debt investments held by the Group are classified
into one of the following measurement categories:

- amortised cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment
is calculated using the effective interest
method.

- Fair value through other comprehensive
income (“"FVTOCI") - recycling, if the
contractual cash flows of the investment
comprise solely payments of principal and
interest and the investment is held within a
business model whose objective is achieved
by both the collection of contractual cash
flows and sale. Changes in fair value are
recognised in other comprehensive income,
except for the recognition in profit or loss of
expected credit losses (“ECL"), interest income
(calculated using the effective interest method)
and foreign exchange gains and losses. When
the investment is derecognised, the amount
accumulated in other comprehensive income
is recycled from equity to profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued

(H)

)

FINANCIAL ASSETS - continued

Debt investments — continued

- FVTPL if the investment does not meet the
criteria for being measured at amortised cost
or FVTOCI (recycling). Changes in the fair
value of the investment (including interest) are
recognised in profit or loss.

Equity investments

An investment in equity securities is classified as
FVTPL unless the equity investment is not held for
trading purposes and on initial recognition of the
investment the Group makes an election to designate
the investment at FVTOCI (non-recycling) such that
subsequent changes in fair value are recognised in
other comprehensive income. Such elections are
made on an instrument-by-instrument basis, but may
only be made if the investment meets the definition
of equity from the issuer’s perspective. Where such
an election is made, the amount accumulated in
other comprehensive income remains in the fair
value reserve (non-recycling) until the investment
is disposed of. At the time of disposal, the amount
accumulated in the fair value reserve (non-recycling)
is transferred to retained earnings. It is not recycled
through profit or loss. Dividends from an investment
in equity securities, irrespective of whether classified
as at FVTPL or FVTOCI, are recognised in profit or
loss as other income.

TRADE AND OTHER RECEIVABLES

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right
to receive consideration is unconditional if only the
passage of time is required before payment of that
consideration is due. If revenue has been recognised
before the group has an unconditional right to receive
consideration, the amount is presented as a contract
asset.

Receivables are stated at amortised cost using the

effective interest method less allowance for credit
losses.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(J)

(K)

(L)

(M)

(N)

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form
an integral part of the group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated
cash flow statement. Cash and cash equivalents are
assessed for ECL.

FINANCIAL LIABILITIES AND EQUITY
INSTRUMENTS

Financial liabilities and equity instruments are
classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument under HKFRSs. An equity instrument is
any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities.
The accounting policies adopted for specific financial
liabilities and equity instruments are set out below.

BORROWINGS
Borrowings are recognised initially at fair value, net
of transaction costs incurred, and subsequently
measured at amortised cost using the effective
interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the reporting period.

TRADE AND OTHER PAYABLES

Trade and other payables are recognised initially
at their fair value and subsequently measured at
amortised cost using the effective interest method
unless the effect of discounting would be immaterial,
in which case they are stated at cost.

EQUITY INSTRUMENTS

An equity instrument is any contract that evidence
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Company are recorded at the proceeds
received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(0)

REVENUE AND OTHER INCOME

Revenue is recognised when control over a product
or service is transferred to the customer, at the
amount of promised consideration to which the
Group is expected to be entitled, excluding those
amounts collected on behalf of third parties. Revenue
excludes value added tax or other sales taxes and is
after deduction of any trade discounts.

Revenue from sale of seafood and algae products
is recognised when control of the goods has
transferred, being when the goods have been shipped
to the buyer’'s specific location (delivery). Following
delivery, the buyer has full discretion over the manner
of distribution and price to sell the goods, has the
primary responsibility when on selling the goods and
bears the risks of obsolescence and loss in relation
to the goods. A receivable is recognised by the Group
when the goods are delivered to the buyer as this
represents the point in time at which the right to
consideration becomes unconditional, as only the
passage of time is required before payment is due.

Customers obtain control of the fast moving
consumer goods when the goods are shipped.
Revenue from procurement and sale for these goods
is thus recognised at point in time basis upon when
the customers accept the fast moving consumer
goods. There is generally only one performance
obligation. The Group recognises revenue on net basis
as its revenue for procurement and sale where the
Group acts as agent are provided by other suppliers
to the customers.

Interest income is recognised as it accrues using
the effective interest method. For financial assets
measured at amortised cost or FVTOCI (recycling)
that are not credit-impaired, the effective interest rate
is applied to the gross carrying amount of the asset.
For credit impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e.
gross carrying amount net of loss allowance) of the
asset.

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where
an alternative basis is more representative of the
pattern of benefits to be derived from the use of the
leased asset.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued
EMPLOYEE BENEFITS

(P)

(Q)

(i)

(i)

(iii)

Employee leave entitlements

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made for
the estimated liability for annual leave and long
service leave as a result of services rendered
by employees up to the end of the reporting
period.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by
the Group and employees are calculated as a
percentage of employees’ basic salaries. The
retirement benefit scheme cost charged to
profit or loss represents contributions payable
by the Group to the funds.

Termination benefits

Termination benefits are recognised at the
earlier of the dates when the Group can no
longer withdraw the offer of those benefits,
and when the Group recognises restructuring
costs and involves the payment of termination
benefits.

BORROWING COSTS
Borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(R)

TAXATION
Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit
for the period/year. Taxable profit differs from profit
recognised in profit or loss because of items of
income or expense that are taxable or deductible
in other years and items that are never taxable or
deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted
or substantively enacted by the end of the reporting
period.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in
the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available
against which deductible temporary differences,
unused tax losses or unused tax credits can be
utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, and interests in joint
arrangements, except where the Group is able to
control the reversal of the temporary difference and
it is probable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued

(R)

(S)

TAXATION - continued

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates
that have been enacted or substantively enacted
by the end of the reporting period. Deferred tax is
recognised in profit or loss, except when it relates
to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax
is also recognised in other comprehensive income or
directly in equity.

The measurement of deferred tax assets and
liabilities reflects the tax consequences that would
follow from the manner in which the Group expects,
at the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

RELATED PARTIES

For the purposes of these consolidated financial
statements, a related party is a person or entity that
is related to the Group.

(A) A person or a close member of that person’s
family is related to the Group if that person:

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

(ii) has significant influence over the Group;
or

(iii) is a member of the key management

personnel of the Company or a parent
of the Company.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4, SIGNIFICANT ACCOUNTING POLICIES - continued 4. EXEFBER-H&

(S)  RELATED PARTIES - continued () BAEF-%&
(B)  An entity is related to the Group if any of the (B) A T HIE ] &1
following conditions applies: fNEEHEAEEALH
8

(i) The entity and the Company are (i) ZERHEAEE
members of the same group (which BR—SEAK
means that each parent, subsidiary BAA (&8
and fellow subsidiary is related to the EORSS/NNCI I =
others). NEIDSIEENE )

NAE LA B
&) o

(ii) One entity is an associate or joint (i) —REBRS—
venture of the other entity (or an TEMNEE QA
associate or joint venture of a member gE gD E (%
of a group of which the other entity is a S—EBEERKE
member). RAEIMEEET

D A=NEGIE: o)
NARAE D
%)

(i)  Both entities are joint ventures of the (i) MEEEHAER

same third party. —E-ITHEE
-

(ivy  One entity is a joint venture of a ivi —REBRF=
third entity and the other entity is an FTEBHNEE DR
associate of the third entity. X - mME—EfE

BRZEZHERE
o)/

(v) The entity is a post-employment benefit (v) EREANERSK
plan for the benefit of employees of HEAREEEHE
either the Group or an entity related to HWEBHEERR
the Group. FI A% 37 K BB 12

BRETEl -

(vij  The entity is controlled or jointly (vi) EBRBIZAMHEZ

controlled by a person identified in (A). A il sk 2
B4 o

(vii) A person identified in (A)(i) has (vii) (A (i) P38 5l &Y
significant influence over the entity or ATHERESE
is a member of the key management A B NN B Z
personnel of the entity (or of a parent of ER(ZE®
the entity). M RA)EE

EIRENE -

(vii)  The entity, or any member of a group (vii) BEXHEMABES
of which it is a part, provides key B EMKE A A
management personnel services to the RBAEBE N AE
Company or to a parent of the Company. ANaEl R E

ZEEAEB R
% o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(T)

(U)

IMPAIRMENT OF NON-FINANCIAL ASSETS

The carrying amounts of non-financial assets are
reviewed at each reporting date for indications of
impairment and where an asset is impaired, it is
written down as an expense through the consolidated
statement of profit or loss to its estimated
recoverable amount. The recoverable amount is
determined for an individual asset, unless the asset
does not generate cash inflows that are largely
independent of those from other assets or groups
of assets. If this is the case, recoverable amount is
determined for the cash-generating unit to which the
asset belongs. Recoverable amount is the higher of
value in use and the fair value less costs of disposal
of the individual asset or the cash-generating unit.

Value in use is the present value of the estimated
future cash flows of the asset/cash-generating unit.
Present values are computed using pre-tax discount
rates that reflect the time value of money and the
risks specific to the asset/cash-generating unit whose
impairment is being measured.

Impairment losses for cash-generating units are
allocated first against the goodwill of the unit and
then pro rata amongst the other assets of the
cash-generating unit. Subsequent increases in the
recoverable amount caused by changes in estimates
are credited to profit or loss to the extent that they
reverse the impairment.

IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS

The Group recognises a loss allowance for expected
credit losses on investments in debt instruments that
are measured at amortised cost or at FVTOCI, lease
receivables, trade receivables and contract assets, as
well as on financial guarantee contracts. The amount
of expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial
recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade
receivables, contract assets and lease receivables.
The expected credit losses on these financial assets
are estimated using a provision matrix based on the
Group's historical credit loss experience, adjusted
for factors that are specific to the debtors, general
economic conditions and an assessment of both the
current as well as the forecast direction of conditions
at the reporting date, including time value of money
where appropriate.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(V)

IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS - continued

For all other financial instruments, the Group
recognises lifetime ECL when there has been
a significant increase in credit risk since initial
recognition. However, if the credit risk on the financial
instrument has not increased significantly since initial
recognition, the Group measures the loss allowance
for that financial instrument at an amount equal to
12-month ECL.

Lifetime ECL represents the expected credit losses
that will result from all possible default events over
the expected life of a financial instrument. In contrast,
12-month ECL represents the portion of lifetime
ECL that is expected to result from default events
on a financial instrument that are possible within 12
months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of a default
occurring on the financial instrument at the reporting
date with the risk of a default occurring on the
financial instrument at the date of initial recognition.
In making this assessment, the Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that
is available without undue cost or effort. Forward-
looking information considered includes the future
prospects of the industries in which the Group's
debtors operate, obtained from economic expert
reports, financial analysts, governmental bodies,
relevant think-tanks and other similar organisations,
as well as consideration of various external sources
of actual and forecast economic information that
relate to the Group's core operations.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly since initial recognition:

- an actual or expected significant deterioration
in the financial instrument’s external (if
available) or internal credit rating;
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4. SIGNIFICANT ACCOUNTING POLICIES - continued
IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS - continued

Significant increase in credit risk — continued

(V)

significant deterioration in external market
indicators of credit risk for a particular financial
instrument;

existing or forecast adverse changes in
business, financial or economic conditions that
are expected to cause a significant decrease
in the debtor’'s ability to meet its debt
obligations;

an actual or expected significant deterioration
in the operating results of the debtor;

significant increases in credit risk on other
financial instruments of the same debtor;

an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit
risk on a financial asset has increased significantly
since initial recognition when contractual payments
are more than 30 days past due, unless the Group
has reasonable and supportable information that
demonstrates otherwise.

Despite the foregoing, the Group assumes that
the credit risk on a financial instrument has not
increased significantly since initial recognition if the
financial instrument is determined to have low credit
risk at the reporting date. A financial instrument is
determined to have low credit risk if:

(ii)

(iii)

the financial instrument has a low risk of
default,

the debtor has a strong capacity to meet its
contractual cash flow obligations in the near
term, and

adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower
to fulfil its contractual cash flow obligations.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(V)

IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS - continued

Significant increase in credit risk — continued

The Group considers a financial asset to have low
credit risk when the asset has external credit rating
of “investment grade” in accordance with the
globally understood definition or if an external rating
is not available, the asset has an internal rating of
“performing” Performing means that the counterparty
has a strong financial position and there is no past
due amounts.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been
a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before
the amount becomes past due.

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria
are generally not recoverable.

- when there is a breach of financial covenants
by the counterparty; or

- information developed internally or obtained
from external sources indicates that the debtor
is unlikely to pay its creditors, including the
Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above analysis, the Group
considers that default has occurred when a financial
asset is more than 90 days past due unless the
Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(V)

IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS - continued
Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

significant financial difficulty of the issuer or
the counterparty;

- a breach of contract, such as a default or past
due event;

- the lender(s) of the counterparty, for
economic or contractual reasons relating to
the counterparty’s financial difficulty, having
granted to the counterparty a concession(s)
that the lender(s) would not otherwise
consider;

- it is becoming probable that the counterparty
will enter bankruptcy or other financial
reorganisation; or

- the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there
is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of
recovery, including when the debtor has been placed
under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables,
when the amounts are over one year past due,
whichever occurs sooner. Financial assets written off
may still be subject to enforcement activities under
the Group's recovery procedures, taking into account
legal advice where appropriate. Any recoveries made
are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(V)

IMPAIRMENT OF FINANCIAL ASSETS AND
CONTRACTS ASSETS - continued

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability
of default and loss given default is based on historical
data adjusted by forward-looking information as
described above. As for the exposure at default, for
financial assets, this is represented by the assets’
gross carrying amount at the reporting date; for
financial guarantee contracts, the exposure includes
the amount drawn down as at the reporting date,
together with any additional amounts expected to be
drawn down in the future by default date determined
based on historical trend, the Group's understanding
of the specific future financing needs of the debtors,
and other relevant forward-looking information.

For financial assets, the ECL is estimated as the
difference between all contractual cash flows that are
due to the Group in accordance with the contract and
all the cash flows that the Group expects to receive,
discounted at the original effective interest rate.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime
ECL in the previous reporting period, but determines
at the current reporting date that the conditions for
lifetime ECL are no longer met, the Group measures
the loss allowance at an amount equal to 12-month
ECL at the current reporting date, except for assets
for which simplified approach was used.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount
through a loss allowance account.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(V)

(w)

PROVISIONS AND CONTINGENT LIABILITIES
Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditures expected to settle
the obligation. The discount rate used to determine
the present value is a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the liability. The increase in the
provision due to the passage of time is recognised as
interest expense.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot
be estimated reliably, the obligation is disclosed
as a contingent liability, unless the probability of
outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence
or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the
probability of outflow is remote.

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period that provide
additional information about the Group's position
at the end of the reporting period are adjusting
events and are reflected in the consolidated financial
statements. Events after the reporting period that are
not adjusting events are disclosed in the notes to the
consolidated financial statements when material.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e P BHRRME

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

CRITICAL JUDGEMENTS AND KEY ESTIMATES

In the application of the Group’s accounting policies, which
are described in note 4, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
underlying assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

In the process of applying the accounting policies, the
directors have made the following judgements that have the
most significant effect on the amounts recognised in the
consolidated financial statements (apart from those involving
estimations, which are dealt with below).

(A) Significant increase in credit risk

ECL are measured as an allowance equal to 12-month
ECL for stage 1 assets, or lifetime ECL for stage
2 or stage 3 assets. An asset moves to stage 2
when its credit risk has increased significantly since
initial recognition. HKFRS 9 does not define what
constitutes a significant increase in credit risk.
In assessing whether the credit risk of an asset
has significantly increased the Group takes into
account qualitative and quantitative reasonable and
supportable forward looking information.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES -

continued

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

(A)

(B)

Impairment of property, plant and equipment
Property, plant and equipment and right-of-use assets
are stated at costs less accumulated depreciation and
impairment, if any. In determining whether an asset
is impaired, the Group has to exercise judgment
and make estimation, particularly in assessing: (1)
whether an event has occurred or any indicators that
may affect the asset value; (2) whether the carrying
value of an asset can be supported by the recoverable
amount, in the case of value in use, the net present
value of future cash flows which are estimated
based upon the continued use of the asset; and (3)
the appropriate key assumptions to be applied in
estimating the recoverable amounts including cash
flow projections and an appropriate discount rate.
When it is not possible to estimate the recoverable
amount of an individual asset (including right-of-use
assets), the Group estimates the recoverable amount
of the cash-generating unit to which the assets
belongs. Changing the assumptions and estimates,
including the discount rates or the growth rate in
the cash flow projections, could materially affect the
recoverable amounts.

The carrying amount of property, plant and equipment
as at 30 June 2023 was approximately RMB9,595,000
(31 December 2021: RMB30,999,000).

Income taxes

The Group is subject to Hong Kong Profits Tax and
Enterprises Income Tax (“EIT"”) in the PRC. Significant
estimates are required in determining the provision
for income taxes. There are many transactions and
calculations for which the ultimate tax determination
is uncertain during the ordinary course of business.
Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income
tax and deferred tax provisions in the period in which
such determination is made.

During the period, approximately RMB848,000 (year
ended 31 December 2021: RMB1,347,000) of income
tax was credited (year ended 31 December 2021:
charged) to profit or loss based on the estimated
profits.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES -
continued
KEY SOURCES OF ESTIMATION UNCERTAINTY -
continued

(C)

(D)

Impairment of trade receivables

The management of the Group estimates the amount
of impairment loss for ECL on trade receivables
based on the credit risk of trade receivables and
contract assets. The amount of the impairment loss
based on ECL model is measured as the difference
between all contractual cash flows that are due to
the Group in accordance with the contract and all
the cash flows that the Group expects to receive,
discounted at the effective interest rate determined
at initial recognition. Where the future cash flows are
less than expected, or being revised downward due
to changes in facts and circumstances, a material
impairment loss may arise.

As at 30 June 2023, the carrying amount of trade
receivables was approximately RMB104,378,000
(31 December 2021: RMB115,623,000),
being net of allowance for doubtful debts of
approximately RMB1,455,000 (31 December 2021:
RMB29,223,000).

Write down of inventories

The Group makes provision for inventories based
on an assessment of the net realisable value of
inventories. Allowances are applied to inventories
where events or changes in circumstances indicate
that the net realisable value is lower than the cost
of inventories. The identification of slow-moving
stock and obsolete inventories requires the use of
judgement and estimates on the conditions and
usefulness of the inventories.

The carrying amount of inventories as at 30 June
2023 were approximately RMB79,181,000 (2021:
RMB61,737,000).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6. FINANCIAL RISK MANAGEMENT 6. tHEAKRER
The Group's activities expose it to a variety of financial risks: $‘§IZE@J7AE%%E b/ ez
foreign currency risk, credit risk, liquidity risk and interest SRR EERR R EER
rate risk. The Group's overall risk management programme &ﬂtﬂ % ZKEIZWEEH % IR
focuses on the unpredictability of financial markets and FFEIBRESmmB 2 T EANL . A
seeks to minimise potential adverse effects on the Group's KGEAEE N B RIR CBEETE
financial performance. BREERK-
(A) FOREIGN CURRENCY RISK (A) SR

The Group mainly operated in the PRC with most
of the transactions settled in RMB and did not have
significant exposure to risk resulting from changes in
foreign currency exchange rates.

The Group currently does not have a foreign currency
hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group
monitors its foreign currency exposure closely and
will consider hedging significant foreign currency
exposure should the need arise.

(B) CREDIT RISK (B)
Credit risk is the risk that a counterparty will not
meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The
Group is exposed to credit risk in relation to its trade
receivables, deposits paid to suppliers, deposits,
amount due from a director, other receivables and
cash and cash equivalents. The Group's exposure to
credit risk arising from cash and cash equivalents is
limited because the counterparties are banks and
financial institutions with high credit-rating assigned
by international credit-rating agencies, for which the
Group considers to have low credit risk.

Customer credit risk is managed by each business
unit subject to the Group’s established policy,
procedures and control relating to customer credit
risk management. Individual credit evaluations are
performed on all customers requiring credit over
a certain amount. These evaluations focus on the
customer’s past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as
pertaining to the economic environment in which the
customer operates. Trade receivables are due within
30 to 90 days from the date of billing. Debtors with
balances that are more than 30 days past due are
requested to settle all outstanding balances before
any further credit is granted. Normally, the Group
does not obtain collateral from customers.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6.

FINANCIAL RISK MANAGEMENT - continued

(B)

CREDIT RISK - continued

The credit risk of the Group is concentrated on trade
receivables from the Group's five largest customers
at 30 June 2023 amounting to RMB30,263,000 (31
December 2021: RMB45,232,000) and accounted for
29% (31 December 2021: 31%) of the Group's total
trade receivables. In order to minimise the credit risk,
the directors of the Company continuously monitor
the level of exposure by frequent review of the credit
evaluation of the financial condition and credit quality
of its customers to ensure that prompt actions will
be taken to lower exposure.

(i) Trade receivables

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECL,
which is calculated using a provision matrix.
As the Group's historical credit loss experience
does not indicate significantly different loss
patterns for different customer segments, the
loss allowance based on past due status is
not further distinguished between the Group's
different customer bases.

The following table provides information about
the Group's exposure to credit risk and ECL for
trade receivables as at 30 June 2023:

6. ﬁﬂ@@%ﬁ—%

(B)

EERR -
$EIWPEHMW$WXE
REBRREFHWE S ERK
B-R-_E-_=FA=1+H"
RKERAAEEPNE S ERZ
TH 4 % A A R¥30,263,0007C
T —4%+-_A=+—H:
AR #45,232,0007T) © 16 &
SEEZERGFIBREN29%
—E—F+=ZRA=+—H
F:31%) - BB EERKREKEE
K ARBEFBBEER
NEXFEMBBRIAREES
ENEEF G REEEREA
G L B 9 7K 2B - B AR Ko B BR X
77 B FXAK T R A9 LB o

(i) EZEKIE
KEBAE S EWIE
AEEEEEG E%%
SR FERBEEMETE
2EHBEHEEEE-
HRAEEZBEREE
BhE&EBER TRE
FoifzBRERNL &
BEZE WERNBE
MREEEH 2 B I8 B 0
mE -SSR AEETR
BEHZEELED -

RZEBE-=FA=+
B TREH“ABBEARE
EEERBRBENES
FEWNFIENTEASEEE
AR :

As at 30 June 2023

R-ZZE-=%XA=*H

Expected loss Gross carrying Loss
rate amount allowance
FHERR HEREE EERAE
% RMB’'000 RMB'000
ARBT T AR¥TR
Current (not past due) BIER (K@ Hg) 0.9% 96,285 853
1 - 90 days past due #HEI1Z00H 0.9% 9,026 80
91 - 180 days past due #HI91Z180H -% - -
More than 180 days past due  #HJ180H M + 100% 522 522
105,833 1,455
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6. FINANCIAL RISK MANAGEMENT - continued
(B) CREDIT RISK - continued

6.

TREAREE-&
(B) fFEEREBR-&

(i) Trade receivables — continued (i) fj’g/EU;QT/’IE F=
As at 31 December 2021
RZEZ—F+=-A=+—H
Expected loss  Gross carrying Loss
rate amount allowance
EHIEE X BEREE BiEEE
% RMB'000 RMB'000
ARBF T AEBTT
Current (not past due) BIE (K@ Hs) 2.13% 38,456 821
1 - 90 days past due BH1Z290H 4.87% 21,107 1,028
91 - 180 days past due #HI91ZE180H 13.42% 32,591 4,375
More than 180 days past due  #Hi180H M + 43.65% 52,692 22,999
144,846 29,223

Expected loss rates are based on actual loss
experience. The above expected loss rates
are adjusted to reflect differences between
economic conditions during the period over
which the historic data has been collected,
current conditions and the Group's view of
economic conditions over the expected lives of
the trade receivables.

Movement in the loss allowance for trade

BEHEBEEXREERE
BERFTE - LA
BB RSB R
£ I S BUR B oY RO
AR~ B AT AR M B R £
B % & 5 e U kR T
FHRBERARNEBIEZ
BRER-

REFRE 5K

receivables during the period/year is as HEEBEBREHEOE H M
follows: T
RMB'000
ARETFTT
At 1 January 2021 RZZEZ—F—H—H 4,580
Impairment losses recognised for the year FARAEERBEEE 24,643
At 31 December 2021 and 1 January 2022 RZEZ—F+=A
=+—BRZZT=-Z
—H—H 29,223
Impairment losses reversed for the period BB O R EEE (27,768)
At 30 June 2023 RZTE_=%FH=+H 1,455
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6.

FINANCIAL RISK MANAGEMENT - continued
CREDIT RISK - continued

(B)

(ii)

Deposits and other receivables

For deposits and other receivables, the Group
recognises lifetime ECL when there has been
a significant increase in credit risk since initial
recognition. However, if the credit risk on
the deposits and other receivables has not
increased significantly since initial recognition,
the Group measures the loss allowance for the
deposits and other receivables at an amount
equal to 12-month ECL.

The Group uses four categories for deposits
and other receivables which reflect their credit
risk and how the loss provision is determined
for each of the categories. In calculating the
ECL rates, the Group considers historical loss
rates for each category and adjusts for forward
looking data.

6.

TREAREE-&

(B)

FERR-&

(ii) #EREMERFLE
SR & N CE b B WA
mE WEERRBS M
A TERR A R H 3R K18 L
FAREEBREBE
HZ B B8 - AT - iR
& N E A EWRIE RS
B B 16 R IA R
I 4 3R K e £ 7 R
AEEIZAFEN218 A
BHEEBERN SR
ERE REMEKFIA
MBS IR

AEE KRS K HEME
Wk IR o 73 O (E KB B -
RBREEERR L&
BHETERABREN
DA -REFAEBEHREE
BIEEXR AEEEZE
ERAIMBERBREX
I Bt B BE 1 B 1T

B o
=

Basis for recognition of

Category Definition ECL provision

5l E& BARPEEFBRBHENHESE
Performing Low risk of default 12-month ECL

IR Of EARERE 128 AFEREEER

Underperforming

“ERE (B PN

Non-performing

bankruptcy
®ETR HEBgWE
Write off There is no reasonable
expectation of recovery
i 5 I & & TR AR T
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

6. FINANCIAL RISK MANAGEMENT - continued

(B)
(ii)

CREDIT RISK - continued

Deposits and other receivables - continued

The following table provides information
about the Group's exposure to credit risk and
ECL for deposits paid to suppliers and other
receivables as at the end of the reporting
period/year:

6. EHREREER-&
FERR-&

(B)

(ii)

& R A b EW 7R~
&

TERRGEHARER
B 40 12 B LR A 305
8,6 5 R T
B 1 % B
#1008 ) 8 B 1 B A5 9R
EH

As at 30 June 2023

R-ZB-Z=FAXA=+H

Expected loss Gross carrying Loss
rate amount allowance
HHEBERE HEREE BEREE
Internal credit rating % RMB’000 RMB'000
N EBEEFT R AR¥TR AR®T
Deposit paid to supplier Performing
XNTHERNES REARY 11.5% 9,767 1,126
Other receivables Performing
H & 5B KERM 9.6% 3,700 356
As at 31 December 2021
R-—F-—%+=-A=+—H
Expected loss  Gross carrying Loss
rate amount allowance
TEHEE X BEREE EERE
Internal credit rating % RMB'000 RMB'000
NEEEFTTR ARBT T ARBTTT
Deposit paid to supplier Performing
X FHERNES TKERMT 18.0% 9,489 1,710
Other receivables Performing
H Al R U IR KRERMT 16.8% 6,416 1,076

The above expected loss rates are adjusted
to reflect differences between economic
conditions during the period over which
the historic data has been collected,
current conditions and the Group's view of
economic conditions over the expected lives
of the deposits paid to suppliers and other
receivables.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6. FINANCIAL RISK MANAGEMENT - continued

(B)

(C)

(D)

CREDIT RISK - continued
(ii)  Deposits and other receivables — continued

6. ﬁﬂ@pﬁ%ﬁ:ig_ng
(B) fFERME-&
(i) #BEREMENTE—

V-4
Movement in the loss allowance for deposits E/\Hﬁ/iﬁﬂiﬁ?f &
paid to suppliers and other receivables during 2 R & I EAth FE R
the period/year is as follows: By BERBEEDHW
T
RMB'000
AREF T
At 1 January 2021 R-_TE—_—F—H—H 271
Impairment losses recognised for the year FRNEERBEEE 2,515
At 31 December 2021 and 1 January 2022 R-ZEE-—F+-H1
=+—BR=ZZ==
—H—H 2,786
Impairment losses reversed for the period HANB B EREEE (1,304)
At 30 June 2023 R-ZZB-_=FX<"A=+H 1,482

For rental deposits and amount due from a
director, there were no significant increase in
credit risk since initial recognition. The Group
assessed the expected credit loss to be
immaterial.

INTEREST RATE RISK

The Group’'s unsecured debentures and lease
liabilities bear interests at fixed interest rates and
therefore are subject to fair value interest rate risks.

The Group's exposure to cash flow interest-rate risk
arises from its bank deposits. The bank deposits bear
interests at floating rates that vary with the then
prevailing market condition.

Except as stated above, the Group does not have
other significant interest-bearing assets and liabilities
at the end of reporting period. Its income and
operating cash flows are substantially independent of
changes in market interest rates.

LIQUIDITY RISK

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of each reporting period of the
Group’s financial liabilities, based on undiscounted
cash flows (including interest payments computed
using contractual rates or, if floating, based on rates
current at the reporting date) and the earliest date
the Group can be required to pay.
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AEEEERESARAERE
EEEAEGS GAKEE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

6. FINANCIAL RISK MANAGEMENT - continued 6. SEREAKEE-&
(D) LIQUIDITY RISK - continued (D) REBELER-&
The maturity analysis based on contractual REBBFRTESRABGIZRAED
undiscounted cash flows of the Group's non- AUBBREREMELENEEA
derivative financial liabilities is as follows: DWW
Within 1 year
oron Between 1 Between 2
demand and 2 years and 5 years Over 5 years Total
BAR-FRH R-5% REEZE
REXREE MER RER  HEENLEER @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETFL AREFL ARETT AREFT
30 June 2023 ZE-=£XA=1A
Trade payables EHEMNHE 9,206 - - - 9,206
Accruals, deposits received and EER EWEER
other payables Hih S E 26,181 - - - 26,181
Debenture &% 7,632 1,866 19,904 3,068 32,470
Lease liabilities HEARE 1,110 - - - 1,110
31 December 2021 —F-—%+-ZR=+-H
Trade payables Z SEMHE 2,482 - - - 2,482
Accruals, deposits received and EirER BlRER
other payables H At A 308 17262 - - - 17262
Debenture &% 7,031 679 10,216 7,059 24,985
Lease liabilities HEEE 1,896 883 - - 2,779
(E) CATEGORIES OF FINANCIAL INSTRUMENTS AT (E) REEHRz2eB T EER

THE END OF THE REPORTING PERIOD
30 June 31 December

2023 2021
—E-= T —F
ANA=+H +=ZA=+—H
RMB’'000 RMB'000
ARET T AREF T
Financial assets: tRMEE:
Financial assets at amortised REENAFTENEREE
cost 195,957 308,684
Financial liabilities: ctRmaes:
Financial liabilities at amortised EEERATTENESRAE
cost 63,212 40,947
(F)  FAIR VALUES (F) 2¥E
The carrying amounts of the Group's financial assets AR E B AR R R TR B AR
and financial liabilities as reflected in the consolidated SEEREERSRABEZR
statement of financial position approximate their HEHEXE 2 AFEHES-

respective fair values.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

7. SEGMENT INFORMATION
The Group has two reportable segments as follows:

- packaging and sales of food products segment

- all other segments — including procurement and sales
of fast moving consumer goods and others

The Group's reportable segments are strategic business
units that offer different products and services. They are
managed separately because each business requires
different technology and marketing strategies.

The accounting policies of the operating segments are the
same as those described in note 4 to the consolidated
financial statements. Segment profits or losses do not
include certain other income and other gains/(losses),
certain finance costs and unallocated corporate expenses.

Segment assets and liabilities are not presented in the
consolidated financial statements as they are not regularly
reviews by the chief operating decision-maker (“CODM").

2 EHEFR
AEEBMIEA2HmDBWT
- BERHERMD P

- FBEMYB-BREENE
EREHE ML EAM

AEBE R A 2w & R ETFE®
ERGORBEBEML - AR EXH
78 & B S R e il B 7 45 1 AR B MR

ALEREMOMADHER -

RED A2 BT B EE R P REK
MGEARTlE — - D HIEE T EBES
FEMBARE Mz (EE) &
THHERARRDEEEHRA

DWEERABRESRAYHHRET
25 TRASEY N EHEARNEEE
BRERKEE ([TERERRE])
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

7 SEGMENT INFORMATION - continued

(A)

7. oWER-&

OPERATING SEGMENT OF THE GROUP (A) EEBRE DI
Information about reportable segment profit or loss: @A E2FnHERNER
For the eighteen months ended 30 June 2023 BE-ZEZ-_=%fX"A=1+HL
+N\EA
Sale of food All other
products segments Total
HERR FiE 22 2 @t
RMB'000 RMB'000 RMB’'000
ARET R ARET R ARETR
Revenue from external customers  REMREFH
From external customers RENREF 530,207 - 530,207
Segment results DWEE (135,390) - (135,390)
Finance costs AR (2,092)
Corporate expenses TERYT (14,828)
Loss before tax BR% A ES 1R (152,310)
For the year ended 31 December 2021 BE-_ZE-_—+=-A=+—
BIEEE
Sale of food All other
products segments Total
HERM P E b5 26 @t
RMB’000 RMB'000 RMB'000
ARETF T ARETTT ARETF T
Revenue from external customers ~ REMRAEF KK E
From external customers REIAEF 84,055 2,451 86,506
Segment results DWEE (70,883) (9,911) (80,794)
Other income Heb U A 1
Finance costs BB A (1,426)
Corporate expenses rERY (14,102)
Loss before tax BREAIEE (96,321)
FEASEEERAR | T T - =F KBRS
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated)

7 SEGMENT INFORMATION - continued

(B B BRI UAREDIR)

7. DEHER &

(A) OPERATING SEGMENT OF THE GROUP - (A) AEEREDH—E
continued
Other Segment Information: Hapn I ER:
For the eighteen months ended 30 June 2023 BE-E-_=FfXx"A=t+HL
+N\EA
Sale of food All other
products segments  Unallocated Total
HERRM FMEEMLIH RAE @t
RMB’000 RMB'000 RMB’000 RMB’000
AR®TR AR¥TR AR¥TR AR%¥Tx
Amounts (charged)/credited in (k) /SADBERE
the measurement of segment FTERZRE:
profit or loss:
Depreciation of property, nNE BERRENE
plant and equipment (11,882) - (618) (12,500)
Reversals of impairment losseson B EEREFHERD
financial assets 28,817 73 182 29,072
Impairment losses on property, ME BER&E
plant and equipment REEE (1,057) - - (1,057)
Written off of property, plant and ME - BERRERE
equipment (13,020) - - (13,020)
Interest income on bank deposits ~ $R1TFH 2 Fl B YA 473 - - 473
Finance cost BB (121) - (2,092) (2,213)
For the year ended 31 December 2021 BE-—fE-——F+=-HA=1+—
BIEFEE
Sale of food All other
products segments  Unallocated Total
HERM FMHEEMHH RAE @at
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTRE ARETT ARETR
Amounts (charged)/credited in (MNBR) /A2 HER
the measurement of segment FTEZRE:
profit or loss:
Depreciation of property, nE BERRENE
plant and equipment (13,837) (3,138) (787) (17,762)
Impairment losses on financial assets 4 &4 & R{EE 18 (25,927) (694) (537) (27.158)
Impairment losses on property, ER ST
plant and equipment HEER (1,505) - (1,468) (2,973)
Interest income on bank deposits  $RITERZ FIEUA 655 - - 655
Finance cost PR A (104) (28) (1,426) (1,558)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e P BHRRME

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

7 SEGMENT INFORMATION - continued

(B)

(C)

GEOGRAPHICAL INFORMATION

Information about the Group's revenue from external
customers presented based on the geographical
location where the Group operates is as follows:

7.

DEHER &

(B)

b 38 &
REAEEZEMEHIELE
BRAKEXREIIATF O
SNERZTNMT

1 January
2022 to Year ended
30 June 31 December
2023 2021
—s=-= HZE
—B—B% —E—F
—g=-=% +t-fA=+—A
ANA=+H IEFE
RMB’000 RMB'000
AR®T T ARBTT
Mainland China B A fE 530,207 84,055
Hong Kong &5 - 1,118
South Korea 52 - 1,333
Consolidated total frafaEt 530,207 86,506
Over 90% of the Group's non-current assets REBBBEIONHIETRBE E
(excluding deposits paid to suppliers, rental deposits (TEEXN THESNKS
and prepayments) are located in the PRC. Accordingly, MEZS RENFIBE)MZRF
no further geographical information of non-current cHAL BEIERBEED
assets to be disclosed. E—OHIBER BT ARE-
INFORMATION ABOUT MAJOR CUSTOMERS (C) EFHRXTERXEFMESR

There was no revenue from individual customers
of the Group contributing over 10% of the Group's
revenue during the eighteen months ended 30 June
2023 (year ended 31 December 2021: Nil).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

Wz
Wi s FREeAB KRR EERIEA
B AREY FAREAITNAT :

8. REVENUE 8.
Revenue represents the aggregation of net amount received
and receivables during the period/year. An analysis of the

Group's revenue for the period/year is as follows:

1 January
2022 to Year ended
30 June 31 December
2023 2021
—E—-= HE
—A—BAZE —E-—F
—®B-=% +-H=+—H
AA=TH I
RMB’000 RMB'000
ARET AREFTT
Recognised at a point in time within BB EERIE 1558
the scope of HKFRS 15: & [E IR B [ B TR
Sale of food products HERM 530,207 84,055
Procurement and sales of fast moving HENHEERREER
consumer goods and others K HAMD - 2,451
530,207 86,506
OTHER INCOME/(EXPENSES) AND OTHER GAINS/ 9. Hl A (BAX) REAMWE
(LOSSES), NET (BE])  F&#
1 January
2022 to Year ended
30 June 31 December
2023 2021
—EBCF BHE
—A—BZ& —E-—F
—E-= +=—A=+—H
AA=t+H HFE
RMB’000 RMB'000
ARE TR AREFIT
Interest income on bank deposits RIT 17 R B A 473 655
Rental income Ha2 WA - 17
Loss on disposals of property, HEME  BE R&B
plant and equipment &5 18 (108) (4,191)
Gain on early termination of lease REKRIEHEEZ Rz 160 28
Research and development expenses R (1,185) (652)
Written down of inventories FEMR (826) (3,285)
Written off of trade receivables g 5 & WK IE #f 8 (233) -
Written off of other receivables E b FE IR L8R (1,046) =
Written off of property, plant and V¥ - R B I iR s
equipment (13,020) -
Impairment losses on property, WM -WERZBEZ
plant and equipment BB EE (1,057) (2,973)
Others H A 33 7
(16,809) (10,394)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

10.

1.

FINANCE COSTS 10. BIFEHA
1 January
2022 to Year ended
30 June 31 December
2023 2021
—E-CF BHE
—B—RZ& T —F
—®-=% +-A=+-8
AA=tH IEFE
RMB’'000 RMB'000
AR T AREFTT
Interest expense on lease liabilities HEAGEMNBRX 180 186
Interest expense on debentures BEHEFBERAX 2,033 1,372
Total et 2,213 1,558
LOSS BEFORE TAX 1. BRHBABE

The Group's loss for the period/year is arrived at after

AEBRY FREREEMR, (GEA)

charging/(crediting) the following: T3 &8 :
1 January
2022 to Year ended
30 June 31 December
2023 2021
—E—-= HZE
—B—HZE —T-—F
—E-= +=-BA=+—H
AA=t+H IFFE
RMB’000 RMB'000
ARET T AR¥F T
Auditor’s remuneration 3 Gl 959 748
Cost of inventories sold EERFEKRSR 507,088 73,302
Written down of inventories FE MO 826 3,285
Research expenditure M= 1,185 652
Depreciation of property, plant and W BEMRETE
equipment 12,500 17,762
Gain on early termination of lease REHRIEHEEN NS (160) (28)
Impairment losses on property, plant 1% BB k& B 2 B E &8
and equipment 1,057 2,973
(Reversal of impairment losses)/ 25 RWEIE CREEE
impairment losses on trade receivables #[E) /REE B (27,768) 24,643
(Reversal of impairment losses)/ Hab Uz IE OREEE
impairment losses on other receivables ~ #[E) /R {EE 18 (720) 1,076
(Reversal of impairment losses)/ T TFHERNZREH CRE
impairment losses on deposit EBIERE) REEE
paid to suppliers (584) 1,439
Loss on disposals of property, LEME BERZENEER
plant and equipment 108 4,191
Written off of property, plant and Y - RS M iR s as
equipment 13,020 -
Operating lease rental in respect of: THEENEEHERS
— Short-term leases expenses —HAETH 784 514
Staff costs (including directors’ BIRAN (BEESHE)
emoluments)
- Salaries —F® 110,771 24,075
- Bonus —fEAT 979 4,506
— Retirement benefit scheme —RIREFFT B 5K
contributions 6,962 2,906
118,712 31,487
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

12.

INCOME TAX (CREDIT)/EXPENSE
The amount of taxation in the consolidated statement of
comprehensive income represents:

12.

Frigs (ER) BAX
FeErmBERTHRBESERE:

1 January
2022 to Year ended
30 June 31 December
2023 2021
—E-—F HE
—A—HZE —E-—F
—E-= +=—A=+—8
AB=t+H IFFE
RMB’000 RMB'000
ARETR AREFT

Current tax — PRC Enterprise Income Tax & BT 18 — i B 1 X AT 1S 71
(Over)/underprovision in respect of BAFE (GBEREE)

prior year BiETR (848) 616
Deferred tax IR AERL I - 731
Total s (848) 1,347

Under the two-tiered Profits Tax regime, the first HK$2
million of profits of the qualifying group entity established
in Hong Kong will be taxed at 8.25%, and profits above that
amount will be subject to the tax rate of 16.5%. The profits
of the group entities not qualifying for the two-tiered Profit
Tax rate regime will continue to be taxed at a rate of 16.5%.

No Hong Kong Profits Tax had been provided in the
consolidated financial statements for the period as the
Group's Hong Kong entities had no assessable income
subject to Hong Kong Profits Tax (year ended 31 December
2021: Nil).

PRC Enterprise Income Tax has been provided at a rate of
25% (year ended 31 December 2021: 25%).
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RBEMEHMAS EFBEXNLNE
EREEERE2ABRE LA MR
8.25%H) T KB - Max & & A LAY
i M 1 R 1R 16.5% B Bt R A o T FF
ENEHMAHERNEET BN
) %5 e 78 12165 % BV B R AR -

HRAEENEEERBTEEANS
BREF A ERB U A A
EEBEFESHNEEMIERRTIRER
(B2 -_—F+=-A=+—81
FE )
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

12. INCOME TAX (CREDIT)/EXPENSE - continued 12. FiS®H (ER) /E'ﬁﬁ b
The income tax (credit)/expense for the period/year can Hﬂ/il*ﬂél’]ﬁfr BROE®) /XA
be reconciled to the loss before income tax per the ARG B R RV MRS AEE
consolidated statement of profit or loss as follows: HERWT

1 January Year ended

2022 to 31 December

30 June 2023 2021

—E-—F HE

—A—HZE —E-—F

—E=-= +=-—BA=+—H

~NAB=1+H IEFE

RMB’'000 RMB'000

ARBT R AREFIT

%

Loss before tax Al 18 (152,310) (96,321)

Tax thereon at domestic rates applicable 1% 3@ B A 7 B8 5l A #E R X

to profit or loss in the jurisdictions BRI R ERNTIE

concerned (36,449) (21,917)
(Over)/under-provision in prior year BEFE GBEEBE)

BETR (848) 616

Tax effect of expenses not deductible A~ A 7t %% 78 0 & 79 5 52 69

for tax purposes M E 3,465 5,894
Tax effect of revenue not taxable for THREBHHB AN

tax purpose (12) (1)
Tax effect of temporary differences ﬂiﬁ@%@ﬁ’\]%ﬁﬂ%ﬁ%%ﬁfﬂ@

not recognised M5 (5,980) 6,844
Tax effect of tax losses not recognised k&R E‘ﬁR%%JEﬂEE’ﬁRﬁ“%’ = 38,976 9,911
Income tax (credit)/expense B/ FREH (KR), X

for the period/year (848) 1,347
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e MR

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

13.

(A)

REMUNERATION OF DIRECTORS AND 13. EEFHMRESHE
EMOLUMENTS OF EMPLOYEES
DIRECTORS’ EMOLUMENTS (A) E=FHM
Allowances Retirement
and benefits scheme
Fees Salaries Bonuses inkind contributions Total
EER
He e i ENEN  BAGHEMT @it
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Mz ARETT  AR®Tn  ARETR  ARETr ARETn  ARETR
For the eighteen months HZ-ZF==F
ended 30 June 2023 ~A=TH
L+ NEA
Executive directors BES
Mr. Liu Rongru B mEE (1) - 1,849 436 - 19 2,304
Mr. Li Dongfan ZENLE (2) - 349 436 - 7 792
Ms. Chen Xiaoling RER L (3) - 218 - - 4 22
Mr. Liu Junting AL (4) - - - - - -
Ms. Chen Chun Bt (5) - 35 - - 1 36
Ms. Li Yanfeng FHE T (6) - - - - - -
Mr. Hu Hongchu HEE (7) - - - - - -
Mr. LiTingfeng ZEHEE (8) - - - - - i
Non-executive directors FHTES
Mr. Chen Futian RERLE (9) - - - - - -
Mr. Liu Chuanyi fEssks (10) - - - - - -
Independent non-executive B FH{TEE
directors
Mr. He Jian WExE - - - - - -
Mr. Liu Dajin BIREEE (1) 44 - - - - 44
Mr. Lin Zhenging WRE T E (12) - - - - - -
Mr. Chow Yun Cheung BREELE (13) 76 - - - - 76
Mr. Shum Ching Hei SRELE (14) - - - - - -
120 2,451 872 - K3l 3,474
Year ended 31 December ~ HE-T-—F
2021 +-A=1+-H
L5
Executive directors BEE
Mr. Liu Rongru Bl me s - 977 765 - 15 1757
Ms. Li Jiayin EERL - 21 208 - 1 230
Mr. Li Dongfan FRAEE - 599 1870 - 11 2,480
Ms. Chen Xiaoling FERTT - 374 - - 11 385
Non-executive directors FHTES
Mr. Li Dongfan FRAEE - 199 - - 4 203
Independent non-executive ~ BUFHTEE
directors
Mr. Liu Dajin ARELE 83 - - - - 83
Mr. He Jian MERE 31 - = - - 31
Mr. Pang Wai Ching YRIELE 38 - - - - 38
Mr. Liu Junting BRELE 4 - - - - 4
194 2,170 2,843 - 42 5,249
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated)

13.

(B B BRI UAREDIR)

REMUNERATION OF DIRECTORS AND
EMOLUMENTS OF EMPLOYEES - continued
DIRECTORS’ EMOLUMENTS - continued

(A)

Notes:

(1)

(2)

(3)

(4)

(5)

(6)

(8)

(9)

(10)

(1)

(12)

(13)

(14)

Mr. Liu Rongru resigned as an executive director on 18
August 2023.

Mr. Li Dongfan was redesignated as executive director
from non-executive director on 1 April 2021 and resigned as
executive director on 24 June 2022.

Ms. Chen Xiaoling resigned as an executive director on 24
June 2022.

Mr. Liu Junting was redesignated as an executive director
from independent non-executive director on 24 June 2022
and resigned as an executive director on 28 April 2023.

Ms. Chen Chun was appointed as an executive director on
24 June 2022.

Ms. Li Yanfeng was appointed as an executive director on 10
October 2022 and resigned as an executive director on 21
July 2023.

Mr. Hu Hongchu was appointed as a non-executive director
on 10 October 2022 and redesignated as an executive
director on 28 April 2023.

Mr. Li Tingfeng was appointed as an executive director on
18 August 2023.

Mr. Chen Futian was appointed as a non-executive director
on 10 October 2022.

Mr. Liu Chuanyi was appointed as a non-executive director
on 28 April 2023.

Mr. Liu Dajin was resigned as an independent non-executive
director on 11 November 2022.

Mr. Lin Zhenging was appointed as an independent non-

executive director on 24 June 2022.

Mr. Chow Yun Cheung was appointed as an independent
non-executive director on 11 November 2022 and resigned
as an independent non-executive director on 21 July 2023.

Mr. Shum Ching Hei was appointed as independent non-
executive director on 21 July 2023.
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(A)
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EEFM-&|

F & -

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(1)

(12)

(13)

(14)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

13.

REMUNERATION OF DIRECTORS AND
EMOLUMENTS OF EMPLOYEES - continued

(A)

(B)

DIRECTORS’ EMOLUMENTS - continued

The executive directors’ emoluments shown above
were mainly for their services in connection with the
management of the affairs of the Company and the
Group.

The non-executive directors’ emoluments shown
above were mainly for their services as directors of
the Company or its subsidiaries. The independent
non-executive directors’ emoluments shown above
were mainly for their services as directors of the
Company.

No director received any emoluments from Group as
an inducement to join or upon joining the Group or
as compensation for loss of office for the period/year.
During the period, the emoluments waived or agreed
to waive by the directors of the Company amounted
to approximately RMB2,260,000 (year ended 31
December 2021: Nil).

FIVE HIGHEST PAID INDIVIDUALS
The five highest paid individuals of the Group for the
period/year are analysed as followed:

13.

EEZFHREEME &

(A)

(B)

EEFM-&|
EXFRRBITESEME I ER
HREEMEBRANARAE
BEBKRBER-

EXFRERTESTME DX
REFEETAR A HEN B
RABEFEAH EXHRBIL
FARATEFHE HETERRS
BEARREEAR-

B/ g HEEERAAEE
Ug B AT {a] BA & 15 & 8858 hl AR
SESMAKREBZANEE
AR ERBRMAME - B8R
ARNREBEEWMERRERE
W& A ARE2,260,000
T(Hz2-_Z2-_—+_ A
—t+—HIFE &)

AfU&EHFAL

B/ FAREERAMNSZSH A
THOHIT

1 January Year ended

2022 to 31 December

30 June 2023 2021

—g== nz

—B—BZ& - —F

—E-=%F +-A=+—8H

~NA=+H IEFE

Number of Number of

individuals individuals

A AN

Directors EE 2 3
Non-directors JEE=S 3 2
5 5
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

13.

REMUNERATION OF DIRECTORS AND 13. ESFMREEMS &
EMOLUMENTS OF EMPLOYEES - continued

(B)

FIVE HIGHEST PAID INDIVIDUALS - continued (B)
Details of the remuneration of the above non-

directors, the highest paid individuals during the

reporting period are as follows:

AfUREHALT-&
LRABERANZSFHFES
ATHFHMFSOT

1 January Year ended
2022 to 31 December
30 June 2023 2021
—ZE2=-= 5=
—H—BZ% T
—E-=% +=ZA=+—H
ANA=1+H IEFE
RMB’'000 RMB'000
AR T AREF T
Salaries, bonuses and other Fe A LREMEMET
benefits in kind 2,084 2,019
Retirement benefit scheme RIKEFIFH B K
contributions 71 13
2,155 2,032
The number of non-directors, highest paid employees, e FATRAIMIFEES
whose emoluments fell within the following bands, is EEPER AR
as follows:
1 January Year ended
2022 to 31 December
30 June 2023 2021
—EZH H=z
—H—HZE —E-—F
—E-=% +ZH=+—H
~NA=+H IEFE
Number of Number of
individuals individuals
AE AE
Nil to HK$1,000,000 = 2%1,000,0007% JT 3 1
HK$1,000,001 to HK$1,500,000 1,000,001 T%
1,500,000/8 7T 0 1
3 2

During the period/year, no emoluments were paid
by the Group to any of the non-director highest
paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of
office. There were no arrangements under which
these individuals waived or agreed to waive any
emoluments for the period/year.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e P BHRRME

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

14. DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR

CONTRACTS

Save for disclosed in note 35 to the consolidated financial
statements, no significant transaction, arrangement and
contract in relation to the Group's business to which
the Company was a party and in which a director of the
Company and the director’'s connected party had a material
interest, whether directly or indirectly, subsisted at the end

of the year or at any time during the period/year.

15. DIVIDEND

No dividend had been paid or declared by the Company

during the period (year ended 31 December 2021: Nil).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e P BHRRME

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

16. LOSS PER SHARE 16. SBRER
BASIC LOSS PER SHARE BRELXER
The calculation of the basic loss per share is based on the EREREBBETBETNERTE
following:
1 January
2022 to Year ended
30 June 31 December
2023 2021
—E—-= HE
—H—BZ% T
—E-=% +=ZA=+—H
ANA=1+H IEFE
RMB’000 RMB'000
AR T AREF T
Loss attributable to owners KRNFIER AEGEE
of the Company (150,503) (97.446)
1 January
2022 to Year ended
30 June 31 December
2023 2021
—E- HZE
—RA—RZE —T-—F
—E-=F +ZAH=+—H
NAZ=TH HFE
Number’000 Number'000
T B T
Weighted average number ITE AR NiE 8B
of ordinary shares 117,736 100,986
Notes: B 5
Diluted loss per share were the same as the basic loss per share as the HRAEEHEZE-TE-_=F~A=1tHLEF+N
Group had no potential ordinary shares outstanding for the eighteen months EARBE=ZTE-_—4F+=-A=+—HILFE
ended 30 June 2023 and the year ended 31 December 2021. WEAEMBITEINBES B HEREEES
B REREIEMER -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

17.

RETIREMENT BENEFIT SCHEMES

The Group operates a mandatory provident fund scheme
(the "MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for all qualifying
employees in Hong Kong. The Group's contributions to the
MPF Scheme are calculated at 5% of the salaries and wages
subject to a monthly maximum amount of HK$1,500 per
employee and vest fully with employees when contributed
into the MPF Scheme.

As stipulated under the relevant rules and regulations in the
PRC, the employees of a Group's subsidiary established in
the PRC is a member of a central pension scheme operated
by the local municipal government. This subsidiary is
required to contribute certain percentage of the employees’
basic salaries and wages to the central pension scheme
to fund the retirement benefits. The local municipal
government undertakes to assume the retirement benefits
obligations of all existing and future retired employees of
this subsidiary. The only obligation of this subsidiary with
respect to the central pension scheme is to meet the
required contributions under the scheme.

There was no forfeited contribution in respect of the
defined contribution plan available at 30 June 2023 and 31
December 2021.

—EF-—

HETEREARAR | -

17.

R k48 A5t 8

AEBEREE SR HERER MK
PIREEHMEREREEEFEHIE
AEREE ([BEEtE]) - ANEHE
BB DR B 2 R H S R TAH
bt E HEBEEEEARSTEAR
1,60078 JT N £ A 58 18 & &1 & 506
EHEENES-

RETEBBRAUNEERRE A%
BERERINMEARNEEZ2M
b 77 T U B MR R R SRR IR B AT E
%M B AR BRI R RIBR RS FT BB
BEAH é&lﬁ%%?ﬁ D EE R
A RRNE R E S 077 AT
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e P BHRRME

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

18. PROPERTY, PLANT AND EQUIPMENT 18. M- -BERZ®E
Electric Plant and Motor  Furniture and Leasehold  Right-of-use
Juipment hinery hicl Juipment  impr t assets Total
ENRfE  HEREE RE BERRE HENEEE FREEE b
RMB'000  RMB'000  RMB'000  RMB000  RMB'OO0  RMB'000  RMB'000
ABBTR  ARETL  ARBTR  ARBTL  ARMTR  ARBTL  AREFR
Cost RA
At 1 January 2021 W-T--5-8-§ 7159 24,839 39 431 44,835 8,195 89,668
Additions 5B - 25 - - 2718 2,106 5,076
Disposals/terminations e/ &It - (13,648) - - - (2,582) (16,230)
Exchange realignment ERBE - - - (10) (168) (34) (202)
At 31 December 2021 and
1 January 2022 7159 1,443 329 4301 47395 7685 78,312
Additions 110 3805 - 5 - 2,209 6,177
Disposals/terminations (918) 6) (329) (4,052) - (7,685) (12,990)
Written off KK - - - - (42,820) - (42,820)
Exchange realignment EHAE - - - 32 557 - 589
At 30 June 2023 R-B-=£XA=+A 6,351 15,242 - 334 5,132 2,209 29,268
Accumulated depreciation RHARERAE
and impairment
At 1 January 2021 A-T-—5-f-F 5,591 7020 3 1,882 14,609 3276 32,689
Charge for the year FREHR 1,210 1,602 - 930 11,011 3,009 17762
Disposals/terminations e/ - (4,457) - - - (1,563) (6,020)
Exchange realignment ERAE - - - 8) (73) (10) 91
Impairment losses REEE - - - - - 2973 2,973
At 31 December 2021 and WZE-Z-F+ZA=+-Hk
1 January 2022 6,801 4,165 31 2,804 25,547 7685 47313
Charge for the period 38 1,916 - 442 8,952 1,182 12,500
Disposals/terminations (874) (@) (311) (2,987) - (7685) (11,861)
Exchange realignment ERAE - - - 31 433 - 464
Written off it - - - - (29,800) - (29,800)
Impairment losses HEEE - - - - - 1,057 1,057
At 30 June 2023 R-B-=£XA=+A 5,965 6,077 - 290 5,132 2,209 19,673
Carrying amount EEE
At 30 June 2023 K-T-ZEAAZTE 386 9,165 - 1 - - 9,595
At 31 December 2021 RZF--%+-A=1+—H 358 7278 18 1,497 21,848 - 30,999
The Group has carried out a review of the recoverable REBECE2EBILAEMTAGEER
amounts of its property, plant and equipment as at BEM B ARETHME FHER
30 June 2023 with reference to the valuation performed —E-=FXA=1tHHNYE HE
by an independent valuer, APAC Appraisal and Consulting K 55 5 ) AT U [B] 2 58 o A] Wi [B] & RE {5
Limited. The recoverable amount is assessed based on fair BE=ZBAFEFETHNINEEEK
value less cost of disposal by using depreciated replacement TE(ERAUBREE T ER G A
cost approach which involves observable and unobservable B-BREEENA HEAIE£HFH
inputs, including replacement cost, estimated useful life RFEHEE)ERFERLDSEKAME
and residual value, under level 3 fair value measurement. Hm-HE—_T-_=FA=+HL
There were no change in the valuation techniques used BHEAEBEZTE-_—F+=A=1+—
for the period ended 30 June 2023 and the year ended 31 B IEFE - FrfE A A (f E Bl I 4% 2
December 2021. g o
FRASEBARAR | —2-— /—T - =FRHPHRE
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18.

PROPERTY, PLANT AND EQUIPMENT - continued
During the period, no impairment losses of property, plant
and equipment (year ended 31 December 2021: Nil) was
recognised in the profit or loss on the basis of material
decline in the recoverable amount and the expectation of
challenging market environment.

The Group has also carried out a review of the recoverable
amounts of its right-of-use assets as at 30 June 2023 and
31 December 2021 and as a result recognised impairment
losses of approximately RMB1,057,000 for the period
ended 30 June 2023 (year ended 31 December 2021:
RMB2,973,000). The recoverable amounts of the right-of-
use assets have been determined on the basis of their
value in use of the packaging and sales of food products
cash generating unit (“CGU") using discounted cash flow
method. The key assumptions for the discounted cash flow
method are those regarding the discount rates, growth
rates and budgeted gross margin and turnover during the
period. The Group estimates discount rates using pre-tax
rates that reflect current market assessments of the time
value of money and the risks specific to the CGU. The pre-
tax rates adopted was 12% (2021: 14%). The growth rates
are based on long-term average economic growth rate of
the geographical area in which the businesses of the CGU
operate. Budgeted gross margin and turnover are based on
past practices and expectations on market development.

Management believes that any reasonably possible change
in any of these assumptions would not cause the carrying
amount of the above CGU vary significantly with its
recoverable amount.

FEMABEEERAR | 2T ==

18.

ME BERRKRE-E
RER ERaKREESEHIREAT
F- BTEH MBS RET mkE - B it
TEREZERAVE BELKXE
WEEEB(BEZE-_Z-—+=A4
=t+—HIEE &E)-

AEBNBEHHEHR-_ZT-_=ZF XA
—t+tARkZE=—F+=A=+—
BMEREEEN KB SBEETR
oUW REEERBEE T _=F /XA
—+HILEHENBREBSEHARE
1,067000c (B2 - -—94+—_H
—t+—HILEFE: ARM2973,000
TC) o REEER WL & HIRE
RnBEREREERSCELEN ([Re
EEBM)NEFEREERBEESRE
BRI EET - REeEREUREZNEE
REFEMBR - EER - FBHEEF R
B 25 - N KB (6 A I i IR B
HESHEBENTEIGEREESE
BB A9 E BB A Bk R AT LE SRk 5T RS
WK MBI AL EA12% (=
T —F:14%) BMEXANREE
B EEK RN REFY
KERRR - BEEN R EEEE
RBAEBRLREMSERMNTELS-

EEERS EMZFHRRAELLR
MEMAEES T SEH LR E
ABMMEEEEERESE
HRBAZR -

—EC=FRBRE
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18. PROPERTY, PLANT AND EQUIPMENT - continued 18. Y¥ -BENRE &

RIGHT-OF-USE ASSETS ERAEEE
Motor  Office and
vehicles factory Property Total
MAER
"B B E LS #t

RMB'000 ~ RMB'000  RMB'000  RMB'000
ARBTT AREBTRT AR®TT ARETET

At 1 January 2021 R-_E-_—F—H—H 1,372 3,618 29 4,919
Additions NE - 2,106 - 2,106
Terminations =l - (1,019) - (1,019)
Depreciation e (915) (2,065) (29) (3,009)
Exchange realignment M WS B - (24) - (24)
Impairment losses FEEE (457) (2,516) - (2,973)

At 31 December 2021 and R —%F

1 January 2022 +TZA=+—HEK

—E-__F—H—H - - - -
Additions NE 1,828 381 - 2,209
Depreciation e (914) (238) - (1,152)
Impairment losses BIEEE (914) (143) - (1,057)
At 30 June 2023 RZEZ=F,A=+H - - - -
Lease liabilities of approximately RMB1,083,000 RZE_=FA=+tBEk=T=_—
(31 December 2021: RMB2,618,000) are recognised with F+-A=+—H HRABEEEEY
right-of-use assets which was fully impaired as at 30 June AR #1,083,0007T (:2:—$+:
2023 and 31 December 2021. These lease agreements do A=+—H: AR#¥2,618,0007T )&
not impose any covenants other than the security interests EJE?E%K?@ZTEWEFH%EE‘E"EZ%%E
in the leased assets that are held by the lessor. Leased EHzE T NERRZE \’Eu“ﬁﬁ/\h
assets may not be used as security for borrowing purposes. BMHEEEPHEMAERKIIN-ME

EEETSEERGAERA-
HRALEEEERAR | ==/ —E - =FRBARE
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18.

19.

PROPERTY, PLANT AND EQUIPMENT - continued 18. ¥MX BERRE &
RIGHT-OF-USE ASSETS - continued FRAEEE-&
1 January Year ended
2022 to 31 December
30 June 2023 2021
—E-F
—B—HZ HE-_T-_—F
—E-= +=—A=+—H
AA=t+H IFFE
RMB’000 RMB'000
ARET AREF T
Depreciation expenses on right-of-use {FAEEEFTER X
assets 1,152 3,009
Interest expense on lease liabilities HEAEMEHRXE
(included in finance costs) (FT AR RCA) 180 186
Impairment losses IEEE 1,057 2,973
Gain on early termination of lease REHRIEHEE 2 W 160 28
For both years, the Group leases motor vehicles, various RRBEFEFE AEEHERE &
offices and warehouses for its operations. Lease contracts MAEREEHEE A -HAOHR
are entered into for fixed term of 2 years (year ended 31 BEA2F (BE_ZE-_—F+=A
December 2021: 2 to 5 years). Lease terms are negotiated Zt+—HIEFE:2E5F) - HEKRK
on an individual basis and contain a wide range of different ERBNEEEY B8 85ETRIER
terms and conditions. In determining the lease term and NAG A o 52 728 7E 78 B 2 w14 1 AT #UsH
assessing the length of the non-cancellable period, the HERER AEEEBEHONTER
Group applies the definition of a contract and determines NEFEAHAIHITEME -
the period for which the contract is enforceable.
DEPOSITS PAID TO SUPPLIERS 19. X FHEEzZE
1 January Year ended
2022 to 31 December
30 June 2023 2021
—E-=
—HA—HZ HZE-_ZT—-—F
ZEBZ=F +ZH=+—H
AA=1+H FFE
RMB’000 RMB'000
ARET R ART T
Non-current asset EREEE
Deposit for seafood business BEHEK RS 5,290 4,922
Current assets mBNE E
Deposit for fast moving consumer REBEBEMEB ES
business 3,351 2,857
The balance represents the earnest money of approximately EBRER-_ZEZ_—FA=1+H%ZH
RMB3,351,000 and RMB5,290,000 paid to the suppliers THER & @EM%%H%%E B & i
and fishermen for procurement of fast moving consumer ﬁ RHBFRMEBHENHE S
goods for securing their long term supply of the marine EJ@/\E’%S 351 OOO_&}\EW}
raw materials respectively as at 30 June 2023 (2021: 5290 OOOE(_f_ F:HRlAA
RMB2,857000 and RMB4,922,000 respectively). These EMZ 857,0007T & A R #4,922,000
deposits are unsecured, interest-free and refundable T e REREREER © 8RR
upon termination. During the period, impairment losses BIEE A TR RN 2T
on deposits paid to suppliers amounting to approximately HEBFZ2ESZREBEHARE
RMB584,000 was reversed (year ended 31 December 2021: 584,000 EEE (BE_T - —F
RMB1,439,000 was recognised). +-A=t+ - BILEE BRARK

—EF-—

HETEREARAR | -

1,439,0007T) °

—EC=FRBRE
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20. DEPOSITS, PREPAYMENTS AND OTHER 20. & BENFREREMEKRTE
RECEIVABLES
1 January Year ended
2022 to 31 December
30 June 2023 2021
—s=-= HE
—B—HZ —E-—F
—E-= +—-—HA=+—H
ANA=+H IEFE
RMB’'000 RMB'000
AR T AREF T
Non-current asset kRBEE
Rental deposits Hekse - 468
Prepayments (note (i) TERT (B RE ) ) - 3,500
- 3,968
Current assets RBEE
Amount due from a director (note (i)  JEUWZEE A (MisE()) 1,947 2,536
VAT receivables JE W IE B TR 11,166 536
Prepayments (note (ii)) TEA (B RE(G) ) 1,582 1,060
Other receivable H b & W 5018 3,344 5,340
Total st 18,039 9,472
Notes: B & -

(i) The balance represents amount due from a director who is also the (i)
controlling shareholder of the Company. The balances are unsecured,
interest-free, and repayable on demand, and the maximum
amount outstanding during the period was RMB2,536,000 (2021:
RMB2,536,000).

(ii) The non-current portion of the balance as at 31 December 2021 (i)
represents prepayment for acquisition of property, plant and
equipment which was subsequently utilised during the period ended
30 June 2023. The current portion of the balance as at 30 June 2023
and 31 December 2021 mainly represents prepayment of advertising
and promotion fees, for which the services will be provided
subsequent to the end of the reporting period.

EREHRRER—EEE (HMALR
AR AR ) 2 FRIB - R R AR IR -
BRIEEREERE SHASS KEERE
A ARE2,536,000 (ZT=—F: A
R #2,536,0007T) °

WZE-——F+-F=+—B&E%HNE
B D BREME BER&ENTE
N BEEREE S _=F A=+
HItHEFER - RE=F A=+
BR-_Z-—F+-A=+—B&#H
MBS ETZAENEEEREREE
BRARGEREESHREIRE -

21. INVENTORIES 21. BFE
30 June 31 December
2023 2021
—E=-= —E-—F
AB=+H +=—A=+—8
RMB’000 RMB'000
AR T AR¥T T
Raw materials JR# L 1,293 1,217
Finished goods BIRK oh 77,888 60,520
79,181 61,737
During the period, written-down of inventories amounting REA - EEFEMROARE
to approximately RMB826,000 (year ended 31 December 826,000 (BE=ZT=—F+= A
2021: RMB3,285,000) has been made and recognised in = +—HLIFE: AR¥3,285,0007T)
other income/(expenses) and other gains/(losses) in the WHREREBEANEMEA (FAX)
consolidated profit or loss. REAMW R, (BE) R -
PRAGEEERAR | - — T - =F KBRS
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22. TRADE RECEIVABLES 22. EBESZEWFE
30 June 31 December
2023 2021
—E-=F —E-—F
~"A=+H +ZA=+—H
RMB’'000 RMB'000
ARET T AREFIT
Trade receivables 2 5 WA 105,833 144,846
Less: impairment losses R VB B 1R (1,455) (29,223)
104,378 115,623

The Group's trading terms with customers are mainly on
credit. The credit period granted to the customers generally
range from 30 to 90 days (2021: 180 to 270 days). The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are received regularly by the
directors.

Based on the invoice dates, the ageing analysis of the
Group's gross trade receivables are as follows:

AEBREFPHNEHIEREZ /R -

MELEHMEEE BN TI0E0
H(ZZEZ—4:180%270R) - K&
B RS H KB B R RFEET RS
T m B SR E S T HIEM -

REBEZEZAH NEEMNE SRR
TERBERE DTN T -

30 June 31 December

2023 2021

—E-=F —E-—F

AAB=+H +ZA=+—H

RMB’000 RMB'000

AR T AREFIT

0 - 30 days 0£30H 31,895 6,328
31 - 60 days 31260H 30,757 5,703
61 - 90 days 61290H 33,633 5,311
91 - 120 days 912 120H 9,026 4,456
121 - 365 days 121£2365H 522 123,048
105,833 144,846

The carrying amounts of the Group's trade receivables at the
end of reporting period, net of allowance for doubtful debts,
are denominated in the following currencies:

RE R NEEE 5 EKER (10
BREEE) NREENR T EEE

8-

30 June 31 December

2023 2021

—E-= —E-—F

NA=+H +Z-A=+—H

RMB’000 RMB'000

AR T AR®EF T

RMB AR 104,378 115,618
usD ETT - 5
104,378 115,623

FEMABEEERAR | 2T ==
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23.

24.

BANK AND CASH BALANCES 23. HBITRREEH
At the end of reporting period, the bank and cash balances R EHR AEEMNRITRASE
of the Group are denominated in the following currencies: BRI T O EEEE:
30 June 31 December
2023 2021
—EC-=F —E-—F
AA=+H +tZA=+—H
RMB’000 RMB'000
ARBT R AR¥TT
HKS BT 28 342
RMB AR 66,453 176,060
66,481 176,402
Conversion of RMB into foreign currencies is subject 15 AR 510 B NE B8 <7 B HMNE
to the PRC's Foreign Exchange Control Regulations and BEREKEOIREE SELNEEER
Administration of Settlement, Sale and Payment of Foreign JE o AT+ AR 4R R B AN B IR AR - AR
Exchange Regulations. However, under the PRC's Foreign SEEERBEKERRINEEEH
Exchange Regulations, the Group is permitted to exchange RITHARBHIGKEME -
RMB for other currencies through banks authorised to
conduct foreign exchange business.
TRADE PAYABLES 24. EFENRE
An ageing analysis of the Group's trade payables at the end RBERR REZAHFENLTE
of reporting periods, based on the invoice date, are within B E 5 ENFRIBHRER B0E308 KA -
0-30 days.
The carrying amounts of the Group's trade payables at the RMERR XEEHZ ZEMNKIED
end of reporting periods are denominated in RMB. REABEBNARKE
PRAGEEERAR | - — T - =F KBRS
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25.

26.

(B B BRI UAREDIR)

ACCRUALS, DEPOSITS RECEIVED AND OTHER

25.

BER CREESRAMERN

PAYABLES RIE
30 June 31 December
2023 2021
—E-= —E-—F
AA=tH +TZH=+—H
RMB’'000 RMB'000
ARET R ARET T
Accruals and other payables FEET B R R E A B 5RIB 7548 4,779
Deposit received Bz e 12,032 9,817
Other tax payables H b A IE - 148
Salaries payables ENTE 6,601 2,114
Amount due to a related company — JETRAE A B FUIE —
(note) (HM5E) - 404
Total @t 26,181 17,262
Note: FP3E -

The balance represents amount due to a related company, which is controlled
by Mr. Li Dongfan. Mr. Li was the executive director of the Group until his
resignation on 24 June 2022. The balance is unsecured, interest-free, and
repayable on demand, and the maximum amount outstanding during the

period/year was approximately RMB2,505,000.

MR AENBEER RN FOR EZ’ATEE?%J’LS‘E
EEb - FEERAEERTES BE
%::Eﬁﬁ!:ﬂﬂ]E%¥{£°§§ﬁ%ﬁﬁﬁ%ﬁﬁ~§a
BRREFER B/ FAKSAEERANR
AR #2,505,0007T ©

DEBENTURES 26. &%
As at 30 June 2023, the Company issued 9 (31 December RZE_ZFANA=ZFTH ARQF
2021: 13) tranches of debentures with an aggregate principal ?*‘ A (=2 —F+=A=+—
value of approximately RMB25,760,000 (31 December 2021: IR BEHF A BEHOAREKE
RMB20,448,000). The debentures are unsecured, bearing 25 760,000 (Z &2 = —F + = H
interest rates at a range of 1% — 10% (2021: 0.1% — 10%) _+ H: AR #20,448,0007T) ° #%
per annum, and repayable during the period from April EEEAEEE REFENT1%S
2024 to April 2029 (2021: January 2022 to January 2028). 10% —E—F: 0.196§§1o95)§+
The maturity profile of the carrying amount of the bonds is BIWAR_ZT_MNFMAZE_T_1
analysed as follows: ﬁ@ﬁ] (Z=E=—4%: :g::i—
RAEZZTZNF— ﬂ)ﬁﬂFEW“% R E
EHEMEEENIRBER>THT
30 June 31 December
2023 2021
—E-= - —F
NA=+H +ZA=+—H
RMB’000 RMB'000
ARE TR ARET T
Within one year —F A 6,177 6,213
In the second year E_F 953 -
In the third to fifth years, inclusive FoEFAT (REEHERERT) 17,765 8,266
After five years 1& 2,930 6,724
27,825 21,203
Represented by 255
Current portion BN ER&F o 6,177 6,213
Non-current portion JEBNERE 7 21,648 14,990
27,825 21,203
PEAESERMBRAR | T - —F - =FREHRE

China Shenghai Group Limited | Final Report 2022/2023

112



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e T ERAR M EE

(Expressed in Renminbi unless otherwise indicated) (B ZHE1ERIN UAREHIR)

27. LEASE LIABILITIES 27 HEA®E
Minimum lease Present value of minimum
payments lease payments
EEREAR EEREATRAE
30 June 31 December 30 June 31 December
2023 2021 2023 2021

“E-=% ZEZ-F —E-=F —E--E
AB=tH TZA=1—-8 AAE=tR +ZA=1+-8°

RMB’000 RMB'000 RMB'000 RMB'000
ARETR ARETT ARBTR AREFTL
Within one year —£R 1,110 1,896 1,083 1,805
In the second to fifth years, inclusive FEEERF
(REEREME) - 883 - 813
1,110 2,779 1,083 2,618
Less: Future finance charges B ARBERY (27) (161) N/A i
Present value of lease obligations HEZBHE 1,083 2,618 1,083 2,618
Less: Amount due for settlement within i 218 A R E
12 months (shown under current EENLE(RNE
liabilities) BHEEBETIIR) (1,083) (1,805)
Amount due for settlement after P2ERREERNEE
12 months - 813
The carrying amounts of the Group's lease liabilities at the REEHR ASENHESERA
end of reporting period are denominated in the following BEATHEEHE:
currencies:
30 June 31 December
2023 2021
—EC-=F T —F
ANA=+H +ZAH=+—H
RMB’'000 RMB'000
AR¥ET T ARET T
HKS BT 1,083 1,489
RMB AR - 1,129
1,083 2,618
The average incremental borrowing rate applied to lease BAREEEENTHEEEENX
liabilities is 5% (31 December 2021: 5%). Bb% (ZE-_—®+—_A=+—H:
5% ) °
FEAEEBERAR | == =T - =FREHRE
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28. DEFERRED TAX ASSETS 28. EBEEHREEE
Details of the deferred tax assets recognised and EANMNTFERRACEERBEER
movements during the current and prior year are as follows: HEg o BENT
Depreciation
on right-of-
use asset  Impairment  Impairment
and interest losses on losses on
on lease trade deposit paid
liabilities receivables  to suppliers Total
EREEE X FHES
ZHEREE EZEWRE ZEE
BEZRE ZREFE ZHEFR @t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR%®TR ARBTRT ARETR
At 1 January 2021 R-E-—-%—f—H (16) 678 69 731
(Charged)/credited to profit or loss (B B) /5t AERE
for the year 16 (678) (69) (731)

At 31 December 2021,
1 January 2022 and
30 June 2023

R-E-_—-F+-A=+—-8-:
“E--F-fA-HRk
—E-=%XA=1H

At the end of the reporting period the Group has unused
tax losses of RMB217004,000 (year ended 31 December
2021: RMB70,128,000) available for offset against future
profits. No deferred tax asset has been recognised due to
the unpredictability of future profit streams. Included in
unrecognised tax losses are losses of RMB205,196,000
(year ended 31 December 2021: RMB58,320,000) that will
expire in five years. Other tax losses may be carried forward

indefinitely.

FEMABEEERAR | 2T ==

114

RBEHR AEEERGAREE
BARK217004,000C (BEEZZ
4+ A=+t—"BLEEFEAE
#:70,128,0007T ) ] A K 85 oK AR 0
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29.

(B B BRI UAREDIR)

SHARE CAPITAL 29. B
Number
of shares Amount
BRHEE x|
‘000 RMB'000
T ARBETIT
Authorised, at HK$0.1 each: EIE RS REBEAATT:
At 1 January 2021, 31 December 2021, R=_E-_—F—HF—H-
1 January 2022 and 30 June 2023 T —F+ZR=+—8"
T _F-RA-HEK
—E-=FXHA=1H 1,000,000 87,412
Number
of shares Amount
BB & B -]
Note ‘000 RMB'000
iz T ARBETIT
Issued and fully paid, BEITEAR EER
at HK$0.1 each: E{E0. 18T :
At 1 January 2021 R-—Z-—F—HF—H 100,000 8,723
Subscription of new shares BB —RIRERETRNG (i)
under general mandate 8,000 665
At 31 December 2021 and RZEZ—F+=ZA=+—H
1 January 2022 k—ZE-_—#—A—H 108,000 9,388
Subscription of new shares BE—REERBIRD (ii)
under general mandate 12,000 995
At 30 June 2023 R-ZZE-=F"A=+H 120,000 10,383
Note: B 5
(i) On 5 November 2021, the Company and the subscriber entered (i) RZZEZ—F+—AABA AQAHER
into a subscription agreement under which the Company agreed BAFTUREBRE Bt A2ARE
to issue and allot and the subscriber agreed to subscribe, 17 R L # i R A R E 528,000,000
8,000,000 subscription shares at the subscription price of HK$1.5 H’i%@ﬁ%ﬂ’iﬁ’5%%%%@%%%@%@1.5
per subscription share. The subscription was completed on 5’57_E°§€J\E§$I§EE’\ ——%+—A
17 November 2021. The net proceeds from the subscription, after +EtBEEK 5 E%$IEF):ME' HIEFEN
deduction of share issue expenses of approximately HK$0.4 million, 2%11.6§F%/§7E(%DB%HXT ETEAD
are approximately HK$11.6 million. Details of the subscription were 04EBBE LK) RESHEHZFBER
disclosed in announcements of the Company dated 5 November ARBIHBHAZZT-_—F+—AAHER
2021 and 18 November 2021. T+ A+ \BHRHRNE
=
(i) On 28 March 2022, the Company and the subscribers entered into (ii) E’\fzilﬁiﬂ —+tNB FAAEHE
the subscription agreements under which the Company agreed to RE AN RE & H UL $’A\—Jﬂ
issue and allot and the subscribers agreed to subscribe, a total of f%é’i?ﬁ&@ﬂ?‘ﬂﬁ BEAREREAHK
12,000,000 subscription shares at the subscription price of HK$1.5 12,000,00088 RE 5 - RBEA TR
per subscription share. The subscription was completed on 14 April RERMISB T REFEER =T
2022. The net proceeds from the subscription are approximately ZZFNA+HEEK - REEEZA
HK$17.4 million. Details of the subscription were disclosed in BREFEOBITIEEB T - RES
announcements of the Company dated 28 March 2022 and 14 April HZHBERARRBHA=-T==F
2022 ZA-+NBER-_Z__FWA+HEA
OPNGAE
PEAEREERAR | —F- = R = FARERE
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29.

SHARE CAPITAL - continued

The Group's objectives when managing capital are to
safeguard the Group's ability to continue as a going concern
and to maximise the return to the shareholders through
the optimisation of the debt and equity balance. The
capital structure of the Group comprises all components of
shareholders’ equity.

The Group reviews the capital structure frequently by
considering the cost of capital and the risks associated
with each class of capital. The Group will balance its overall
capital structure through the payment of dividends, new
share issues and share buy-backs as well as the issue of
new debts, redemption of existing debts or selling assets
to reduce debts. No changes were made in the objectives,
policies or processes for managing capital during the period/
year ended 30 June 2023 and 31 December 2021.

The only externally imposed capital requirement for the
Group is that to maintain its listing on the Stock Exchange it
has to have a public float of at least 256% of the shares. The
Group receives a report from the share registrars weekly on
substantial share interests showing the non-public float and
it demonstrates continuing compliance with the 25% limit
from the date of the Listing. As of 30 June 2023, 56.25%
(31 December 2021: 51.39%) of the shares were in public
hands.

FEMABEEERAR | 2T ==

29.

R - &
AEBEREANBRAREAEE
FEKENRE N EBELER KK
R A5 R T 2 IR AR SRR K B 3t » AN 4R
EMEARBERRRERMMAA
PRt E -

AEEBEBEREARARETEE
AABEMERMESTEEEARNRE-
AEBREEBRMNERE  BEITHR
EEMBERAREZETHER BER
EEBILEEEANRVEBET
AFHEBEEARBE - REBEE_FT
T=HERNA=tTHLHRRBE T
——Ft+ZA=t—HLEE BX
g@%ﬁ%‘ﬁ%ﬁﬁﬁﬁﬁﬁﬁ@

ME—SNESE HI I E AR B SR A A EE R
NBEEEVB%ABEHREUSEEE
BT 8 T AL o AN 52 B 5 R B
DR HBEEREZEHIIRIERARE
BWEMNEABRMEDZARES  REH
RAEER ETHEFEET25%
HRFE HE—_E-_=F,"A=1H"
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30. STATEMENT OF FINANCIAL POSITION AND 300 AR ERRERERRBEEESD
RESERVES MOVEMENT OF THE COMPANY
(A) STATEMENT OF FINANCIAL POSITION OF THE (A) NN B8 DS
COMPANY
30 June 31 December
2023 2021
—E-= — T —4F
~NA=+H += )5] +—H
RMB'000 RMB'000
AR¥EFT T AREFT
Non-current assets FRBEE
Investments in subsidiaries RHB AR NRE 347 347
Property, plant and equipment  #%¥ - HME L& & - 1,874
Rental deposits Heke - 318
347 2,539
Current assets ﬁ@ﬁé
Prepayment and other receivables &+ & Igﬂiﬁi\ﬁﬂﬂgﬂﬁl 3,956 3,285
Amounts due from subsidiaries  JEUHI B~ 7l Z I8 127,147 104,897
Amount due from a director JEURE B FIB - 599
Bank and cash balances RITRIB 5% 12 329
131,115 109,110
Current liabilities mEAE
Accruals, deposits received and JEFTE A - B Wz E K&
other payables Ei\@ﬁfﬁmlg 12,722 5,139
Amounts due to subsidiaries AN NG E 10,426 9,571
Amount due to a director e EERIR 590 -
Debentures BEH 6,177 6,213
Lease liabilities HEBRE - 1,040
29,915 21,963
Net current assets BRABEE 101,200 87147
Total assets less current HEERABERE
liabilities 101,547 89,686
Non-current liabilities FREBEMSE
Debentures EEo 21,648 14,990
Lease liabilities HEAE = 449
21,648 15,439
Net assets BEE 79,899 74,247
Equity % &
Share capital % 10,383 9,388
Reserves (R 69,516 64,859
Total equity RS RE 79,899 74,247

R-ZFE_=FNA_FTHhEE
ExgfERRETIE-

Approved and authorised for issue by the Board of
Directors on 29 September 2023.

Hu Hongchu Li Tingfeng
tAAL ] TE#
Director Director
EE 3

PEBEEERADR | T T - = FREARE
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30. STATEMENT OF FINANCIAL POSITION AND 300 AXRFHBERRERFEEES -
RESERVES MOVEMENT OF THE COMPANY - F ]
continued
(B) RESERVES MOVEMENT OF THE COMPANY (B) AATFEED
Foreign
currency
Share translation Retained
premium reserve profits Total
RHEE HNERERE REEA @t
RMB'000 RMB'000 RMB'000 RMB'000
ARETL ARBTRT ARETT AR®TR
At 1 January 2021 R-ZE-_—F—F—H 138,185 (1,861) (53,068) 83,256
Subscription of new shares 18— ﬂ%ﬂ% REIRH
under general mandate 9,311 - - 9,31
Share issue expenses BRHETER (300) - - (300)
Loss and total comprehensive FREERZEUA L
income and changes in LiEREE
equity for the year - (3,355) (24,053) (27408)
At 31 December 2021 and RZEZ—F+=A
1 January 2022 _+ BRZZE-Z%
—A—H 147196 (5,216) (77121) 64,859
Subscription of new shares  RE—MREEREH KN
under general mandate 13,928 - - 13,928
Share issue expenses BOEITER (448) - - (448)
Loss and total comprehensive HIREIE K 2 B A £ %5E
income and changes in LiERE
equity for the period - 10,403 (19,226) (8,823)
At 30 June 2023 RZE-=FA=1H 160,676 5,187 (96,347) 69,516
31. RESERVES 31. f#fE
(A) GROUP (A) X&HE
The amounts of the Group's reserves and movements AEE#ENSBELETRNE
therein are presented in the consolidated statement FhmeEa kA2 E K=
of profit or loss and other comprehensive income and KRG ERREHRRNET -
consolidated statement of changes in equity.
(B) NATURE AND PURPOSE OF RESERVES (B) REMMEERZEE
(i) Share premium (i) R aE
Under the Companies Law of the Cayman BERASHES A AE:
Islands, the funds in the share premium AARBRHDREERNE
account of the Company are distributable to A 5K F AR AR

the shareholders of the Company provided
that immediately following the date on which
the dividend is proposed to be distributed, the
Company will be in a position to pay off its
debts as they fall due in the ordinary course of

business.

Share premium represents premium arising
from the issue of shares at a price in excess
of their par value per share and after deduction
of capitalisation issue and issuance costs of

shares.

HETEREARRA

—EF-—

TR =FRWE

ﬁ HEEREREZDIKK
EH®%® AXRAIEAEB
j]'ﬁ/ﬁ E%%ﬁﬂ
2 ‘JH;@E’Ma?r%

%17 4 (B 15 LA = 10 8 IR
B fn E{E HO B 48 AT AX
MAELEM®E LB
B B AL BT MR
D BITHOR A -
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31.

RESERVES - continued
NATURE AND PURPOSE OF RESERVES -
continued

(B)

(ii)

(iii)

(iv)

Special reserve

During the year ended 31 December 2014,
a director who is also a shareholder of the
Company, has waived the repayment of
amounts owed to the director which amounted
to RMB17,800,000 from its outstanding
balance. It was deemed as contribution to the
Company and has been capitalised to special
reserve.

Statutory reserve

In accordance with the PRC Company Law
and the Group's PRC subsidiaries’ articles of
association, the Group's PRC subsidiaries are
required to allocate 10% of its profit after tax
as determined in accordance with the relevant
accounting principles and financial regulations
applicable to PRC companies to the statutory
reserve until such reserve reaches 50% of
the registered capital. The appropriation to the
reserve must be made before any distribution
of dividends to equity holders. The statutory
surplus reserve can be used to offset previous
years' losses, if any, and part of the statutory
surplus reserve can be capitalised as paid-
in capital provided that the amount of such
reserve remaining after the capitalisation shall
not be less than 25% of the paid-in capital of
the Group's subsidiaries.

Foreign currency translation reserve

The foreign currency translation reserve
comprises all foreign exchange differences
arising from the translation of the financial
statements of foreign operations. The reserve
is dealt with in accordance with the accounting
policies set out in note 4(B)(iii) to the
consolidated financial statements.

RREAESEEERAF | ZF ==
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RENMHERRE &

s — &
(B)
(ii)
(iii)
(iv)
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31. RESERVES - continued 31. f#fE—#&
(B) NATURE AND PURPOSE OF RESERVES - (B) REHNMHEERREE
continued
(v)  Other reserve (v) Bt E
On 27 April 2016, New Lead Worldwide Limited NZZT— ARG WA
(“New Lead”) acquired 100% equity interest T+ tEH HERKE
in Xiamen Wofan Foodstuff Company Limited R A 7 ( f%ﬁ%ﬂ VB E
("Xiamen Wofan") from their shareholders at FIAERGBERARA
an aggregate consideration of US$892,307 (EPTRE]) MR R
(equivalent to RMB5,800,000) which was BEPIRERN 2 IAIRAE
based on the registered capital of Xiamen %= B (8 A892,307
Wofan. New Lead settled such consideration ET(HERARE
by cash, which was advanced by of the 5,800,0007T) * Jh iR #&
Company. The amounts due to shareholders EFTREMEMME KRG
is included in accruals, deposits received and HoBUAAR BB
other payables as at 31 December 2016 with MRS EFHBERE-
the corresponding amount recognised as EABRERER-Z
deemed distribution to shareholders. —R"FEt+ZA=1+—H”
FFARETER B iR
& Rk H b FER IR A8
HeEERAGRIERE
DR
After the acquisition of Xiamen Wofan, the E/\\\W%EF?/ [ ¢
Company became the holding company of the NRAElEBKAEEER
Group thereafter. The amount transferred to ERRN R] o B E E D
other reserve represents the nominal value of fﬁﬁﬂ’]i%ﬁﬁ%ﬁ’\fﬁ]
the share capital of Xiamen Wofan. REHRAEE -
32. CAPITAL COMMITMENTS 32. EXREE
Capital expenditure contracted at the end of the period/year RE FREFTHOEMAREEZER
but not yet incurred is as follows: T
30 June 31 December
2023 2021
—E-=HF —E-—F
ANB=+H +ZA=+—H
RMB’000 RMB'000
ARET AR¥ETT
Property, plant and equipment ME - WEMRE - 3,450
33. CONTINGENT LIABILITIES 33. JARERE
The Group did not have any contingent liabilities at the end RBEBR AEEHEEMAMKIA
of the reporting period (31 December 2021: Nil). AaE(ZE—F+=-R=1+—8":
7)o

HETEREARRA

—E-
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34.

SUBSIDIARIES

(B B BRI UAREDIR)

The following list contains the particulars of subsidiaries
which principally affected the results, assets or liabilities
of the Group. The class of shares held is ordinary unless

otherwise stated.

Name of subsidiary

Place of incorporation

Issue share capital

34.

B A )

TREIHAEEXRE EEXAE
FENMBLARFE KR

BEX
RSN

% of ownership interest

P B4 B B B A -

Principal activities
and place of operation

HEARER TER AR L 3t B BRITRA %REES TEEBREE Y
30 June 31 December
2023 2021
—E-=H —E-—F
~A T=A
S =+-§
Xiamen Wofan Foodstuff Company The People’s Republic of ~ RMB91,066,872 Indirectly Indirectly Packaging and sale of
Limited 12 China 100% 100% seafood products, the
People's Republic of
China
EFRERmBERD A REARANE AR91,066,8727T MiEsE MERE BERHETEARLA
100% 100% EEEMR
Quanzhou Junfeng Supply Chain The People’s Republic of ~ RMB10,000,000 Indirectly Indirectly Packaging and sale of
Management Co., Ltd. '? China 100% 100% seafood products, the
People’s Republic of
China
SNTEEHRERERERAR?  HEARANE AR #10,000,0007T BiEEE MESE BRERHETEARLA
100% 100% EGEM
Hanzhong Trading Co., Limited Hong Kong HKD1,000,000 Indirectly Indirectly Procurement and sales of
100% 100%  fast moving consumer
products, Hong Kong
BRESBERAF B 1,000,000/ 7 BiEsE BERkE BERBEELNRER
100% 100%  #E
Note 1: These companies are registered as wholly foreign owned enterprises fHEET : ZEQARECREBEREEEIMAINGE
under the law of PRC. Bz
Note 2: These companies are limited liability companies in the PRC. M2 ZERARARPENEREERR
As at 30 June 2023, the bank and cash balances of the RZBE_=ZFANA=ZTH AEER

Group's subsidiaries in the PRC denominated in RMB
amounted to approximately RMB66,383,000 (31 December
2021: RMB176,036,000). Conversion of RMB into foreign
currencies is subject to the PRC's Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations. However,
under the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign

Exchange Regulations, the Group's subsidiaries in the PRC
is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

RREAESEEERAF | ZF ==
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35. RELATED PARTY TRANSACTIONS 3. BEFRS

(A) Saved as disclosed elsewhere in these financial (A) BRZEVBRERZEBEEEE
statements, during the period/year, the Group entered SN R ER S AEE R

into the following transactions with related parties. BARINNATRS
1 January Year ended
2022 to 31 December
30 June 2023 2021
—E-—F HE
—HA—BZE —EZ—F
—E-= +=—A=+—8
ARHA=TH F5FE
Name of related party Type of transaction RMB’000 RMB'000
BN ER, BE R A AR®B TR AREFT

Xiamen Yehong Foodstuffs Rental expenses

Company Limited (note i) 439 200
EMEARBER AR (HFi) MERX
Mr. Liu Rongjian (note ii) Cost of sales - 97
RIS E (W) 85 65 P A
Mr. Liu Rongzhong (note iii) Cost of sales - 53
26 B S A (B &Eiin) & K AR
Notes: B & -
(i) A Company which is controlled by the spouse of the major (i) —MEEERFR(TAES)Z
shareholder who is also a director. B (B 4% 6l 5 A &)
(ii) Mr. Liu Rongjian is the cousin of Mr. Liu Rongru. (ii) BB ERBEMEENE
REBe
(iii) Mr. Liu Rongzhong is the cousin of Mr. Liu Rongru. (iii) REBEERBBEMELENE
R
(B) REMUNERATION OF KEY MANAGEMENT (B) ETEEEASFMH
PERSONNEL

The remuneration of directors for the period/year are
set out below:

BEENAHREFREHFHET
m

1 January Year ended

2022 to 31 December

30 June 2023 2021

—ZE—-= HE

—H—BZ% —EZ—F

—E-=% +zZHA=+—H

~B=1H FE

RMB’000 RMB'000

AR T AREFTT

Short-term benefits RHIE A 3,443 5,207
Contribution to retirement RIKEFIFTBIH R

benefit scheme 31 42

Total et 3,474 5,249

PRAESEEERRAR | ==/ —T - =FRAWE
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36.

NOTES TO THE CONSOLIDATED STATEMENT OF 36. MEBREREBRMET
CASH FLOWS
(A) ACQUISITION OF A SUBSIDIARY (A)  WHEHEL T

On 14 July 2022, the Group acquired 70% of the
issued capital of ZE ML ORI BEREBR A
A] ("EERHE4") for a total consideration of RMB1.
EEEH 4 was engaged in the trading of fruits. The
acquisition is for the purpose of diversifying the
Group's business.

The fair value of the identifiable assets and liabilities
of EERt 42 acquired at the date of acquisition are as
follows:

RZE-_—_FtA+WWAE &
EENAREARBITIRE
ERRi D ORIV BERE AR
AR ([ERHLE])N70%E
BITRAR - EERELUEKR
Z5 WHENEBHEZ TR
EEMES-

ERTLENAIERNEENAE
RFEREBERARET

RMB'000
ARETF T
Net liabilities acquired: FriiE B ESE

Bank balances RITAE R 2
Other payables E b jE A ROR (50)
(48)
Non-controlling interests recognised TR IE 15 A% 4 2 14
Goodwill recognised EREE 34
%
Satisfied by cash AR & &5 15 —*

Net cash inflow arising on the acquisition WWEBELSHEFR SR
Cash consideration paid BERNBEERE —*
Cash and cash equivalents acquired FIENIRE S RIS EEY 2
2

* Represent amount less than RMB1,000

FRASEBARAR | —2-— /—T - =FRHPHRE
China Shenghai Group Limited | Final Report 2022/2023
123

* LA AR 1,000



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e P BHRRME

(Expressed in Renminbi unless otherwise indicated)

(B B BRI UAREDIR)

36. NOTES TO THE CONSOLIDATED STATEMENT OF 36. mEBEEHRERKITE &
CASH FLOWS - continued
(B) DISPOSAL OF A SUBSIDIARY (B) HEMELR
Due to the continuing losses suffered during the BRI EHFELREE
reporting period, the Group disposed the 70% RZEZ=F~"A+=ZH K
interests held in 2ER 42 to the non-controlling SEMERMANIFEERER
shareholders of EEERitt 47 at a consideration of RMB1 UIKBARBITHENRER
on 12 June 2023. A A HI70% % o
Net assets and liabilities of EERitt 47 disposed at the REERAHLENERELE
date of disposal are as follows: EXBEFHEAT:
RMB'000
ARET T
Net liabilities disposed HE B EFRE
Bank balances IRITAE B4 2
Amount due to the Group FERT AN S B FUIE (3,200)
Other payables H At JE T 3RIE -*
(3,198)
Waiver of amount due to the Group MRS AEBEHIE 3,200
Non-controlling interests disposed HEIFEIERER 973
Goodwill derecognised BIETEREE 34
Loss on disposal HEBE (1,009)
%
Satisfied by cash VAR € #8515 —*
Net cash outflow arising on the disposal WHEELHFRLREL
Cash consideration received BWRESRE .
Cash and cash equivalents disposed HEREMRSEEY (2)
(2)
* Represent amount less than RMB1,000 * DR ARY1,0000T
(C) MAJOR NON-CASH TRANSACTION (C) EXREBEERS

Part of the consideration paid for the purchase of
property, plant and equipment during the reporting
period was settled by the RMB3,500,000 deposits

paid as of 31 December 2021.

FEMABEEERAR | 2T ==

RBEHE - ABEDE K
EREHEIMHREDLH>BHE
E-F-_—fF+-A=+—8H
T HEE AR 3,500,000
JTClEfT ©

TR =FRWE
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36. NOTES TO THE CONSOLIDATED STATEMENT OF 36. mEBEEHRERKITE &
CASH FLOWS - continued
(D) RECONCILIATION OF LIABILITIES ARISING FROM (D) ®METHEENEGEBZHE
FINANCING ACTIVITIES
The table set forth below is the detail changes in the TRFAFMAEEREETEELE
Group's liabilities arising from financing activities, MEBENEE 2FHESMIE
including both cash and non-cash changes. Liabilities Re2y METHMELE
arising from financing activities are those for which BEAREMEELRIARKIRE
cash flows were, or future cash flows will be, MEERAEEGARESRE
classified in the Group's consolidated statement of PN BEARMEGEDRESRE
cash flows as cash flows from financing activities. MEaE-
Debentures Lease liabilities Total
&% HESE @it
RMB'000 RMB'000 RMB'000
ARETF T ARET T ARETF T
At 1 January 2021 R-ZFE=Z—-%5—H—H 13,246 4,431 17677
Cash flow Hene 7202 (3,034) 4,168
Interest expenses FIEHZ 1,372 186 1,658
New lease arrangement FHEERH - 2,106 2,106
Termination of lease arrangements |- &% - (1,047) (1,047)
Exchange differences EHES (617) (24) (641)
At 31 December 2021 and RZEZ—F+=ZH=1—H
1 January 2022 kZZ-—%—H—H 21,203 2,618 23,821
Cash flow Reng 1,678 (3,789) (2,111)
Interest expenses FIERZ 2,033 180 2,213
New lease arrangement FHEERH - 2,209 2,209
Termination of lease arrangements |- &% - (160) (160)
Exchange differences EHER 2,91 25 2,936
At 30 June 2023 RZEZ_=FXA=1H 27,825 1,083 28,908
FEAEEBERAR | == =T - =FREHRE
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36.

NOTES TO THE CONSOLIDATED STATEMENT OF 36. HREHRERERMT &
CASH FLOWS - continued
(E) TOTAL CASH OUTFLOW FOR LEASES (E) HERSRHLT
Amounts included in the cash flow statements for BEEREESFERANTEES
lease comprise the following: HEENTEE:
1 January Year ended
2022 to 31 December
30 June 2023 2021
—E-—F HZE
—B—RZ& T —F
—E=-= +-—A=+—H
ANAB=1+H IEFE
RMB’'000 RMB'000
AR T AREFIT
Within operating cash flows KEHRSMENRN 964 700
Within financing cash flows MEBRSMEN 3,609 2,848
4,573 3,548
These amounts relate to the following: BLATIEE HE
1 January Year ended
2022 to 31 December
30 June 2023 2021
—EB-=f BE
—B—RHZE —E-—F
=== +-A=+—H
~NB=1+H IEFE
RMB’000 RMB'000
AR T AREFIT
Lease rental paid in respect of FiEIEHAEENHE
finance lease 3,789 3,034
Lease rental paid in respect of BEHAEENHE
short-term lease 784 514
4,573 3,548
FRASEBRARAR | —2 -/~ - =FRHPHRE
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37.

38.

EVENT AFTER THE REPORTING PERIOD

Subsequent to the end of the reporting period, the Japanese
government began to discharge the treated waste water
of the Fukushima nuclear incident into the Pacific Ocean
(the "“Discharge”). Notwithstanding the commitment made
by the Japanese government and the approval from the
International Atomic Energy Agency in connection to the
safety level of the treated waste water, the Discharge
had adversely impacted domestic consumer demand for
seafood products. The Group will continue to monitor the
development and impact of the Discharge, assess and react
actively to its impacts on the financial position and operating
results of the Group.

APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved
and authorised for issue by the Board of Directors on 29
September 2023.

RREAESEEERAF | ZF ==

37.

38.
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FIVE-YEAR FINANCIAL SUMMARY

LEMBERE

A summary of the results and assets, liabilities and equity of the

Group for the last five financial period/years is depicted below:

ik Bt

CBERESEBEIIRDT

SESLR AT BESEFE

RESULTS E
For 18-month For the year ended 31 December
period ended HE+-A=T-HI5E
30 June
2023 2021 2020 2019 2018
=
—EC-ZE
RAZTAHL
TNEAME —B--% CZZ-%f CZE-Nf ZB-)\%
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR ARETR ARETRH
Revenue LON 530,207 86,506 162,718 472,888 667,958
Cost of sales HEMK (513,463) (76,587) (132,002) (369,119) (498,864
Gross profit EYi| 16,744 9,919 30,716 103,769 169,094
Other income/(expenses) and A/ (A% R
other gains/(losses), net Hthlhe/ (BR)FE (16,809) (10,394) (2,258) 579 1,621
Selling and distribution expenses HERDHER (135,170) (31,380) (35,878) (43,734) (64,575)
Administrative expenses THER (29,469) (35,750) (19,167) (14,098) (11,553)
Reversals of impairment losses on trade ~ E 5 R EMEWFE 2
and other receivables/(impairment losses ~ JiEEEER /(B 5
for trade and other receivables), net REMEKTIR
REER)FE 29,072 (27158) (3,309) (261) (72)
Loss on modification of trade receivables & SEWFIBE N 2 B8 (13,456) - - - -
Finance costs BERK (2,213) (1,558) (444) (226) -
Loss on disposal of a subsidiary HE—BHBEARZER (1,009) - - - -
(Loss)/profit before income tax BEEHA (F8) &5 (152,310) (96,321) (30,340) 46,029 104,415
Income tax credit/(expense) FEHEs,/ (BX) 848 (1,347) (1,915) (15,189) (28,001)
(Loss)/profit for the period/year /58 (F8) /&7 (151,462) (97668) (32,255) 30,840 76,414
Other comprehensive income H/EREMZERA
for the period/year, net of tax: MNRBE:
Item that may be classified subsequently ~ E# A #EE
to profit or loss: BaiBE -
- Exchange differences arising from -REBNETBEER
translation of foreign operations ERESR (3,519) 567 841 (13) 547
Total comprehensive (loss)/income H/ER2E
for the period/year (BB)/WA&E (154,981) (97.101) (31,414) 30,827 76,961
{Losses)/earnings per share gk (E8) /B
- basic and diluted (RMB) HALEE(ARE) (1.2783) (0.9649) (0.3226) 0.3080 0.7640
ASSETS, LIABILITIES AND EQUITY EE BERER
As at As at 31 December
30 June ®+-A=1—H
2023 2021 2020 2019 2018
R=B==Z&
AA=TH - ZZ-FF _—F-NF Z—E-)\&
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETT ARETR
Total Assets BEGH 286,315 405,980 499,792 508,844 503,103
Total Liabilities Elects (66,870) (46,988) (63,375) (31,013) (56,099)
Total Equity Bl 219,445 358,992 446,417 477831 447004
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