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THAN 160 YEARS. PANAMA — PACIFIC INTERNATIONAL
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FINANCIAL HIGHLIGHTS
HA 25 1 22
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Revenue for the year ended 31 December 2023 amounted to
RMB258.8 million, representing a decrease of 4.7% from RMB271.6
million recorded in 2022.

Gross profit for the year ended 31 December 2023 amounted to
RMB74.1 million, representing a decrease of 0.9% from RMB74.8
million recorded in 2022.

Loss attributable to ordinary equity holders of the Company for the
year ended 31 December 2023 amounted to RMB524.3 million,
representing an increase of 7.8% from RMB486.3 million recorded in
2022.

The Board does not recommend the payment of a final dividend for
the year ended 31 December 2023.
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FIVE YEAR FINANCIAL SUMMARY
AR A

A summary of the results, assets and liabilities of the Group for the last five AEEBEREAMBRFEENESE BEMBER
financial years, as extracted from the published audited consolidated —Z ({8 B 2 AMMEBZLR A PIEHRKR) H50T
financial statements is set out below:

Year ended 31 December

BE+=-A=+—-HLEE

2023 2022 2021 2020 2019
—E-=f —T-—-f —ZE-—F —T-TF —T-h#E
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR®TR ARBTT ARBTT ARETT ARETR

RESULTS ES |
REVENUE [YON 258,784 271,600 252,671 226,331 235,456
Cost of sales $HE AR (184,673) (196,784) (184,162) (180,731) (166,438)
GROSS PROFIT EF 74,111 74,816 68,509 45,600 69,018
Other income and gains H g A R U 25 2,993 20,701 6,778 14,639 18,721
Selling and distribution expenses 5 M A& 55 7 (95,194) (74,708) (74,640) (55,701) (96,086)
Administrative expenses TBRAZ (47,133) (44,392) (61,273) (72,122) (75,872)
Loss arising from the incident B4 E£REE - - - (600,575) (2,061,934)
Reversal of/(Provision for) ERERR (BE)

impairment losses, net B 170 (23,182) (12,553) (9,945) (1,512
Other expenses Hibps (264,388) (235,663) (100,714) (68,857) (59,708)
Finance costs A& AR (194,875) (203,911) (135,556) (96,241) (70,950)
LOSS BEFORE INCOME TAX  BRFTBHi &8 (524,316) (486,339) (318,449) (843,202) (2,278,323
Income tax expense PSR X - - (2,091) (7,042)
LOSS FOR THE YEAR FRER (524,316) (486,339) (318,449) (845,293) (2,285,365)
ASSETS, LIABILITIES AND EQUITY EE -BERER

As at 31 December
R+=HA=+-—8
2023 2022 2021 2020 2019
—E-=f - —T-—% ZTZTF ZIT—NE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTT ARETT ARETE ARETR

TOTAL ASSETS EEAE BEEREER 1123077 1,193,766 1,207,707 2,005,318
TOTAL LIABILITIES aEeRE EWELREN)  (2,931,240)  (2,511,660)  (2,208,201)  (2,126,267)
TOTAL DEFICIT B4t %E (PR ET V)N - (1,808,163) (1,317,894) (1,000,494) (120,949)

EEMEERRAT —T-=FFHR 03



CHAIRMAN’S STATEMENT
ESVi 208

It is a great honour for me, on behalf of the board (the “Board”) of directors
(the “Directors”) of Honworld Group Limited (the “Company” or “Lao
Heng He”), to present the annual report of the Company and its
subsidiaries (collectively, the “Group” or “we”) for the financial year ended
31 December 2023.

BUSINESS REVIEW

We are one of the leading manufacturers of condiment products in the
People’s Republic of China (the “PRC” or “China”). We offer high quality
and healthy brewed cooking wine as well as other condiments, including
naturally-brewed soy sauce, naturally-brewed vinegar, soybean paste,
sesame oil, fermented bean curd and compound condiments. In 2023, we
attained the following achievements:

1. We were jointly designated by the Ministry of Agriculture and Rural
Affairs of the PRC, the National Development and Reform
Commission and other departments as the “National Key Leading
Agricultural Industrialisation Enterprise (2% E 2t IR E2hgEE
ESl

2. Our 500ml| five-year brewed Lao Heng He cooking wine was
recognised as “Zhejiang Province Famous, Special and Excellent
Food (/T4 & EHE R M) by the Zhejiang Food Industry
Organisation (#1/T & R d T ¥ % &) and included in the Catalogue
of Chinese Characteristic and Flavourful Food lconic Products (4

FERKRMIFHIEEmMBE),

3. Our product, the king of Huadiao cooking wine (7 fff 1 )8 E ), was
awarded the title of 2023 Cereal-based Brew Cooking Wine Flavor
Award (2023 £ 7 B & 1 B B 0K 4%) at the 18th China International
Alcoholic Drinks Expo & the 2023 Cereal-based Brewed Cooking
Wine Evaluation;

4. Lao Heng He cooking wine (¥ & f#})H) was awarded the title of
“2023 Best-selling Cooking Wine (2023 #1/8 # $5 & m)” by FMCG
Weekly (B 5H fa i F) for offline sales of cooking wines in 2023 and
the market share of the Group’s offline sales of cooking wines was
17.1% in 2023, ranking first in the industry for seven consecutive
years; and

o8 Our Lao Heng He Agricultural Products Biobrewing Provincial Key
Agricultural Enterprise Research Institute (£ 1871 &2 @ A ¥ EEEE
MEEEEDEHIE) was once again approved by the
Department of Science and Technology of Zhejiang Province.
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CHAIRMAN'’S STATEMENT

In 2023, as nationwide pandemic measures continued to cast a long
shadow over the market’s expectation for recovery and the consumption
market veered between highs and lows, consumers’ purchasing power
continued to decline under the influence of various factors including global
economic recession, inflation, fiscal crisis and intensifying trade wars.
Meanwhile, as the condiment industry continued to be weighed down by
factors including rising raw material costs, intensifying competition and
weak consumption, the outlook remained less than optimistic for the entire
condiment market, and enterprises were generally facing enormous
pressure in the growth of their business performance. In the first half of the
year, the overall consumer market and all channels maintained a positive
momentum as a favorable result of the full recovery from the pandemic. In
the second half of the year, the economy had yet to recover; on the
contrary, the situation worsened and sales continued to slow down,
resulting in longer inventory turnover and less frequent purchases by
distributors. The Group promoted the sales growth of its products through
various means, such as stepping up promotional efforts, launching the
Hundred-Day Campaign, core sample stores, and product promotions
amidst the abovementioned deteriorating situation.

In 2023, in terms of market strategy, the Group continued to engage
professional marketing team from Shanghai Osens Creative of Culture Co.,
Ltd. (E/BBEH XL Bl EH PR A 7)) to provide a full-scale upgrade
package for our current brand and product positioning, logo image,
marketing slogans and product packaging, external image, strategies and
promotional campaigns and business trainings, so as to enhance the brand
image of “Lao Heng He (Z1E#)” among consumers, and once again put
forward a series of products premised upon the core concepts that revolve
around the notion of time, including fragrance of time (B £ &) “authentic
fine cooking wine and old-styled Xiaotan wine (IESR &F£HE « & A/ NEEE)”
, “freshness of time (B & 2 )" soy sauce and “beauty of time (B £ 3%)”
rice vinegar. The Group expanded and developed hot pot base, oyster
sauce and other products. By adopting a brand new appearance under our
“grand brand, big single product, national product and wide-ranged
product (Kmhg - KE &M - BREMm - EE M) strategy, the Group
strived to capture the high ground in the condiment and cooking wine
industries.

In 2028, in order to further enhance the brand awareness and influence of
the Company through advertising, promotion and online events, the Group
became the title sponsor of the “2023 Wuxing New Youth City Super Music
Festival (2023 = 8 3 & F 3k 1 8 A& & £ &7)”, and organised a group
showcase and new product launch event in June 2023 with the theme of
“Centennial Lao Heng He, Taste of Exquisite Chinese Cooking Wine (& 4
ZiBM - REESEZE). Inthe second half of the year, we continued our
promotion of the 2.5 Lao Heng He Huadiao Wine in collaboration with East
Buy Holding Limited and multiple influencers, with a view to rapidly building
our presence on the Douyin platform and bolstering our customers’
confidence in distributing our products.

B e
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CHAIRMAN’S STATEMENT
ESVi 208

In respect of internal corporate control, the Group continued to engage
Adfaith Management Consulting Co., Ltd (IER&$95 £ D AR A &) to
perfect and supplement all aspects of the Group’s original organisational
structure, departmental setting, departmental rights and responsibilities,
establishment of remuneration system, evaluations and management, and
to enhance the robustness of the internal control management of the
Group. The Company has established a brand new mechanism suitable for
its future development, which is premised on the employment orientation of
“promoting the capable, yielding to the average, demoting the mediocre,
and eliminating the inferior (& £ - &% - BE T + % %K), Through
optimising the compensation and welfare system and performance
management system, new standards for personnel selection, employment,
education, and retention were established, and a cohesive, creative and
vibrant management team has been created through the recruitment of
external talent and cultivation of internal talent during the past three years.

In terms of product research and development, in 2023, the Group jointly
established a research and development team possessing doctoral and
undergraduate qualifications with external technical professionals and
established a comprehensive product research and development system
and procedures. Our team cooperated with tertiary institutions such as
Jiangnan University and Zhejiang Gongshang University to carry out
research on brewing theories with a focus on enhancing the quality and
innovating the technology of traditional brewed products including cooking
wines and rose rice vinegar (B B2 KEE) and cultivating bacterial strains with
excellent brewing capabilities. To pave the way for standardising our
technological procedures of production, we have successfully developed
and launched several new products while improving the technology of the
new production lines of soy sauce and soybean paste as well as bringing
them into production.

In respect of product quality control, in 2023, the Group continued to
strengthen its food safety technology protection capability by deepening the
integration and collaboration between industry, academia and research
facilities, upgrading its experimental equipment and making sustained
technological breakthroughs and enhancing technical support. We have
strengthened and improved the food safety control system to strictly
monitor the process from raw materials, processing, factory inspection to
storage, transportation and sales. We have built a whole-process digital
food safety traceability system, so as to implement code control of each
product, formulate emergency plans and disposal plans for food safety
accidents, establish a sound risk management and control mechanism,
implement food safety hazard investigation, and carry out monitoring
measures such as daily control, weekly inspection and monthly scheduling.
Meanwhile, we have formulated emergency plans and disposal plans for
food safety accidents to gradually improve and enhance the establishment
of the quality system.
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CHAIRMAN'’S STATEMENT

In respect of production workshop management, the Group reconstructed
and upgraded the existing equipment, improved and innovated the process,
formulated standardised systems, optimised the operation process, and
improved the operation level of the production management team.
Meanwhile, in order to further expand the market and develop new
products, the Group purchased new production line equipment to enhance
labour efficiency of the workshop and reduce production cost, so that the
products of the Company have more core competitive strengths in the
market.

In 2023, the Group achieved sales revenue of approximately RMB258.8
million, representing a decrease of approximately RMB12.8 million, or
approximately 4.7% as compared to the corresponding period in 2022. On
one hand, the industry was still subject to the combined effect of factors
such as rising raw material costs, intensifying competition, weak
consumption and continuous decline in purchasing power. On the other
hand, our sales were affected in varying degrees by the upgrading and
renovating process of the Group’s existing equipment.

In 2023, cooking wine products remained a major source of our revenue,
accounting for approximately 66.4% of our total revenue. On the other
hand, with the gradual release of production capacity of our soy sauce
products, our sales revenue of soy sauce products in 2023 amounted to
approximately RMB26.3 million, accounting for approximately 10.2% of our
total revenue. In terms of marketing strategy, we continued to broaden our
network of strong distributors and further accelerated the penetration into
fourth and fifth-tier cities in 30 provinces, autonomous regions and
municipalities across the country. The Company will continue to promote
the expansion of multiple channels, and at the same time focus on the
development of online channels and catering channels in the Yangtze River
Delta region, increase expenditure and increase the shelf rate of end
products through a number of preferential measures, so that Lao Heng He
series of products will benefit every township and community in the region.
In line with the aforementioned market penetration strategy and in response
to the expected uncertainties in the market environment, we have made
adjustments to our product structure by continuing to develop high-end
cooking wine products with good value for money to compensate for other
product categories. At the same time, we have adopted quality
improvement and cost control measures to expand the economies of scale
and reduce product costs. As a result, the gross profit margin of the
Group’s products increased from approximately 27.5% for 2022 to
approximately 28.6% for 2023.
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CHAIRMAN’S STATEMENT
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The loss attributable to ordinary equity holders of the Company was
approximately RMB524.3 million (2022: RMB486.3 million), representing an
increase of approximately 7.8% as compared to the corresponding period
in 2022, mainly due to the abovementioned decrease in revenue and
increase in cost of sales and other expenses. Based on the expected
growth in sales of cooking wine, soy sauce, rice vinegar, fermented bean
curd and other products as a result of the growing demand from existing
customers and further development of sales channels, we believe that a
rich and diversified condiment product portfolio will be more beneficial to
the business development of the Group in the coming years. Therefore, we
are planning to further develop the horizontal and vertical condiment
industry chain, and establishing Lao Heng He as a diversified condiment
manufacturer with cooking wine as the leading product.

Our profitability mainly depends on product pricing, cost of sales, marketing
strategies and product structure and composition, as well as factors during
the reform of the Company. We actively monitor any potential risk factors
that may affect our financial results and strive to mitigate the increase in
costs and expenses with more efficient operations, higher profit margin,
better product portfolio, and sales channel penetration. However, the Group
also faces certain risks in its business development process, including: (1)
risks of significant increase in production costs, such as increase in the
prices of agricultural and sideline products, packaging costs and labour
costs; (2) changes in consumer education, awareness and habits in the
consumption of cooking wine products, as well as the competition between
multiple sales channels, which have a negative impact on our sales; (3)
significant increase in market expansion costs and sales expenses as
compared with the Company’s expectations; (4) risks that our new
products may not be recognised by the market in the short term; (5) the
more complicated sales policies and credit terms management due to the
rapid increase in the number of distributors; (6) external factors brought by
new entrants and the adverse impacts from the COVID-19 pandemic; and
(7) the impact of uncertain factors under the new economic landscape.
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APPRECIATION S|

| would like to take this opportunity to express my sincere gratitude to our A AZFE I E S H XXFRPNOKRR - EF 2K
Shareholders, Board members, management team and all our employees, & - EEREBEKNEZEE T  UERBRMAESEELE
as well as our business partners and customers for their continuous support F ¥ ANEE —MEEER X HFMEE o

and contribution to the Group.

Chen Wei B 12
Chairman of the Board EFeFE
28 March 2024 —E-_WME=A=—+/\H
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CORPORATE INFORMATION

AGIEgE

BOARD OF DIRECTORS

Executive Directors

Mr. Chen Wei
Mr. Liu Jianbin

Non-executive Director

Mr. Wu Hongping (resigned on 21 December 2023)

Independent Non-executive Directors

Mr. Shen Zhenchang
Mr. Ng Wing Fai
Mr. Sun Jiong

COMPANY SECRETARY

Mr. Au Wai Keung

AUTHORISED REPRESENTATIVES

Mr. Au Wai Keung
Mr. Liu Jianbin

AUDIT COMMITTEE

Mr. Ng Wing Fai (Chairman)

Mr. Sun Jiong

Mr. Shen Zhenchang

Mr. Wu Hongping (resigned on 21 December 2023)

REMUNERATION COMMITTEE

Mr. Shen Zhenchang (Chairman)
Mr. Ng Wing Fai
Mr. Sun Jiong
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CORPORATE INFORMATION

NOMINATION COMMITTEE

Mr. Sun Jiong (Chairman)
Mr. Ng Wing Fai
Mr. Shen Zhenchang

AUDITORS

Grant Thornton Hong Kong Limited
Certified Public Accountants

11th Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC

Balidian Town

Food and Industrial Park
Wuxing District, Huzhou City
Zhejiang 313000, PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room A5, 7/F

China United Plaza

1008 Tai Nan West Street
Kowloon, Hong Kong
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TRIBSHE ()
R
RS 5

B R ED

B[R (B5) A EBAERA A
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575

3 378 &

BT iE 285

FE—H1118

AMREE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands
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NEBEBRERMTEE
B4 - 313000
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CORPORATE INFORMATION
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PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited
Zhili Branch

No. 583, 587, 589 Zhenbei Road

Zhili Town

Huzhou City, Zhejiang Province

PRC

Bank of China Limited

Huzhou Branch

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

Agricultural Bank of China Limited
Huzhou Branch

No. 88, Renmin Road

Huzhou City, Zhejiang Province
PRC

LEGAL ADVISER AS TO HONG KONG
LAW

DeHeng Law Offices (Hong Kong) LLP
28/F, Henley Building

5 Queen’s Road Central

Central, Hong Kong

COMPLIANCE ADVISER

Asian Capital Limited

Suite 1405-09 Bank of America Tower
12 Harcourt Road

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman lIslands

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE

Stock code: 2226

WEBSITE

http://www.hzlaohenghe.com
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Below are brief profiles of the directors (“Directors”, each a “Director”)

and senior management of the Group.

Name Age
A Fir

PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NG EE

REEBNEN -

Current Position
EERER A

UTEINAEEES ([EE]  ZSRIEBDKES

Date of appointment
as Director

EZERESEAH

Executive Directors

HITES

Chen Wei 46
BRIE

Liu Jianbin a7
=

Independent non-executive Directors
BYFHTES

Shen Zhenchang 78
AR E

Ng Wing Fai 66
REE

Sun Jiong 84
7R

Chairman of the Board and executive Director
EEREEEANTES

Executive Director and chief executive officer

HITESRERNTE

Independent non-executive Director

BYGFRITES

Independent non-executive Director

BYGFRITES

Independent non-executive Director

BYGFRITES

ZEMBERR QA

11 September 2020
—E-TFAA+—H

2 February 2021
—E-—F-A=H

17 December 2013
—E-—=F+-A++tH

29 June 2017
—E—tFAA=ZT+NH

29 June 2017
—E—tFAA=ZT+NH
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NGB

EXECUTIVE DIRECTORS

Mr. Chen Wei (FR1£), aged 46, is the chairman of the Board and the executive
Director. He is primarily responsible for our Group’s overall strategic
planning, recipes use and control, distribution network expansion and
overall business operations.

Mr. Chen has been the chairman of the board of directors of Huzhou
Wuxing City Investment Development Group Limited* (j# /1| 2 B 35} T 4%
ERREEBEAR A F) (“Huzhou Wuxing City”) since September 2017.
Huzhou Wuxing City is a stated-owned enterprise principally engaging in
the business of urban infrastructure construction, agricultural development,
mine ecological development, land development and the management of
social facilities. From August 2012 to September 2017, Mr. Chen worked at
Zhejiang Province Huzhou Municipality Nantaihu High Technology Industrial
Park Management Committee* (7 /L & 4 ) i1 B3 A # = ¥ £ 1 22 3
2 & 12 Z& 8 €) with his last position as the director of the management
committee.

Mr. Chen received a diploma of agricultural economic management
(financial management in township enterprise) from the Zhejiang University
in June 1999 and a Bachelor’s degree of political ideology from the Party
School of the Central Committee of Chinese Communist Party in December
2002. From September 2010 to January 2014, he pursued a part-time
postgraduate study of the Master’s degree of Marxist Philosophy from the
Party School of the Zhejiang Province of Chinese Communist Party.

Mr. Liu Jianbin (2| &), aged 47, is our executive Director and chief
executive officer. Mr. Liu is primarily responsible for the management of our
Group’s financing activities and assisting Mr. Chen to manage the overall
business operations. He has been the manager of financing department of
Huzhou Laohenghe Brewery Co., Limited* (4} Z B M B & A R A 7))
since September 2019. Before joining the Group, Mr. Liu worked in Bank of
China Huzhou Branch from August 1998 to March 2008, during which he
successively served as an account manager of the business department,
an account manager of the asset security department and an intermediate
manager of the business department. Subsequently, Mr. Liu served as a
general manager of the company business department of Shanghai Pudong
Development Bank Huzhou Branch from April 2008 to January 2013, and a
general manager of the small and medium enterprise department and the
sales department of Huaxia Bank Huzhou Branch successively from
February 2013 to June 2014. Mr. Liu was the president of Huaxia Bank Zhili
Branch during July 2014 to September 2015, and then worked as a deputy
general manager of the risk management department of Huaxia Bank
Huzhou Branch. Mr. Liu served as a general manager of Huzhou SME
Financial Service Center from June 2016 to August 2018 and a managing
director of Zhejiang Guohan Yingjia Asset Management Co., Ltd* (347 /T
BRXAEEEARR AT from August 2018 to September 2019. Mr. Liu
obtained a bachelor’s degree from Southwest Normal University (78 &3 Bifi 5
A £) in October 2004.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NG EE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Shen Zhenchang (L& &), aged 78, is our independent non-executive
Director. Mr. Shen is also the chairman of the remuneration committee, and
a member of the nomination committee, and a member of the audit
committee of the Company. Mr. Shen has more than 40 years of experience
in the rice wine industry. From 1971 to 2006, Mr. Shen worked with China
Shaoxing Rice Wine Group (4 Bl 48 # = )f & B B R A al) (previously
known as Shaoxing City Rice Wine Corporation (43 % v B & 44 2 7))).
Before his retirement from China Shaoxing Rice Wine Group in 2006, Mr.
Shen was the director of its office and general affairs department.

Mr. Shen is a member of China Brewing Industry Association (rice wine
branch) (/R Bl BB T % % 2 = B % &), where he has been the deputy
council director and secretary general since 2000.

Additionally, Mr. Shen served as a member of National Wine Brewing
Standard Technology Committee (2 Bl i) 12 %k & i1 Z B &), a judge
at the reviewing committee of China Alcoholic Drinks Association Science
Technology Award (H1 EI)E 5 17 & 72 22+ 1i7 2%), and the deputy director of
the editorial board of China Rice Wine magazine ({7 Bl &= J&)). He is
currently working as a senior consultant of China Alcoholic Drinks
Association (rice wine branch) (F BB X He =B 0 2).

Mr. Ng Wing Fai (R 8 #&), aged 66, is our independent non-executive
Director. Mr. Ng is also the chairman of the audit committee, and a member
of the remuneration committee and a member of the nomination committee
of the Company. Mr. Ng has over 20 years of experience in audit, taxation
and consultancy in government and non-government institutes. Mr. Ng
holds a bachelor’s of arts degree in accountancy and a master’s degree of
arts in international accounting from City University of Hong Kong. He also
holds a bachelor’s degree with Honour in UK and Hong Kong law from The
Manchester Metropolitan University. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants, a fellow member of the
Institute of Chartered Accountants in England and Wales, a past president
of the Society of Chinese Accountants & Auditors (2011), and a member of
the Hong Kong Securities Institute. Mr. Ng served as an independent non-
executive director of China Automation Group Limited (stock code: 569), a
company listed on the Stock Exchange, from June 2007 to October 2019;
and an independent non-executive director of Evergreen International
Holdings Limited (stock code: 238), a company listed on the Stock
Exchange, from June 2016 to September 2020.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NGB

Mr. Sun Jiong (% %8), aged 84, is our independent non-executive Director.
Mr. Sun is also the chairman of the nomination committee, and a member
of the remuneration committee and a member of the audit committee of the
Company. Mr. Sun is a senior postgraduate engineer. Mr. Sun graduated
from fermentation engineering profession of Wuxi Institute of Light Industry
(S5 8 T 2 2B3) in 1963. Mr. Sun served as an engineer and the topic
responsible officer (=R & & A) of the Food Fermentation Institute of the
Department of Light Industry of the PRC (7 Bl T £ #0 & & 2 B FfT ) from
1963 to 1979, and a senior engineer and officer of the Environmental
Protection Research Institute of the Department of Light Industry of the
PRC (7 B #8 T % &0 3 35 {R # W 5T BT) from 1979 to 1988. Mr. Sun also
served as the deputy general manager of the Food Engineering
Technological Development Company (/B & & T 3 % fif [ 2 8 2 7))
from 1988 to 1991 and the deputy general manager and senior
postgraduate engineer of China National Food Industry (Group) Corporation
(PERHIE (=E)AF)from 1991 to 1997. He has also served as the
head of institute, professor and tutor of PhD students of the Food
Fermentation Industry Research Institute (FF B8 & fr 35 B T 2 #5567 ) from
1997 to 2002. Mr. Sun has been the instructor of PhD students of Jiangnan
University since December 2001 and has also acts as part-time professor
of various universities including Zhongshan University, Shandong University,
South China University of Technology, Tianjin University of Science and
Technology and Shanghai University. Mr. Sun has been a senior consultant
of the Chinese Institute of Food Science and Technology (7 B & m Rl 2%
fiTE2€) and a food safety expert of the State Food and Drug Administration
since 2002.

SENIOR MANAGEMENT
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Name Age Year joined Current Position

A Fie MAFH RAERAL

Chen Wei 46 2020 Chairman of the Board and executive Director
PR 12 T T EFSIRKRNTES

Liu Jianbin a7 2019 Executive Director and chief executive officer
2z E —E-NEF WITEZRBRFNTE

Wang Chao 47 2006 Head of the sales and marketing

T3 ZETREF HERMSHEEEE

Wan Peiyao 53 2005 Director of production
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NG EE

Mr. Chen Wei (BR1&), aged 46, is the chairman of the Board and executive
Director. His biographical details are set out above under the section
headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Liu Jianbin (2| &), aged 47, is our executive Director and chief
executive officer. His biographical details are set out above under the
section headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Wang Chao (Ei#), aged 47, is our head of the sales and marketing,
and was the executive Director from December 2013 to June 2022. He has
over 16 years of experience in the condiment industry. Mr. Wang joined
Huzhou Lao Heng He Brewing Factory (34 /1| 2 18 F1 & ¥ %) (currently
Huzhou Lao Heng He Brewery Co., Ltd. (‘Huzhou Lao Heng He”) in 1998
where he worked in various departments, including business operation
department and finance department. Since 2006, Mr. Wang worked in
management positions in Huzhou Lao Heng He’s customer service centre
and sales and marketing department. Mr. Wang graduated from Zhejiang
Electronic Polytechnic School (3#1 /T4 & + T ¥ £ 1), a technical middle
school in 1998.

Mr. Wan Peiyao (E1Z#), aged 53, is our director of production
department. He is primarily responsible for the Group’s production
management. He has more than 12 years of experience in the condiment
and cooking wine industry. Mr. Wan joined our Group in 2005, and has
worked in various departments including workshop operation department,
cooking wine production department and plant operation department. Prior
to joining our Group, Mr. Wan was the plant manager and executive
assistant to the general manager of Huzhou Ganchang Wine Company
(BN EBE AR A A]) from 2000 to 2005. Mr. Wan passed the test for
first-class sommelier of PRC (BIZX —#k fa B BM) in December 2012.

Mr. Wan graduated from Zhejiang University of Technology (#7/T T 3 X £2)
with a bachelor’s degree in industrial engineering (biochemistry) in 1995.
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MANAGEMENT DISCUSSION

AND ANALYSIS
BB w5253 B

BUSINESS REVIEW

E 3 E)

For details of our business review, please refer to the section on
“Chairman’s Statement” on pages 4 to 9 to this annual report.

FINANCIAL REVIEW

Overview

The key financial indicators of the Group are as follows:

HW[XFE®E]—H -

Bt %5 1B R
BmE
ARE G E BB IEEMT

Year ended 31 December

BE+-A=+—HLEE

FRARMEBRBEZFE  F2HAAFRELIEO

Year-on-year

2023 2022 Change
—g=-= —Z==-= REFE)
RMB’000 RMB’000 %
AR®T R AR T T %
Income statement items WzRER
Revenue WA 258,784 271,600 4.7)
Gross profit EA 74,111 74,816 0.9)
Loss attributable to owners of RATRB AEGER
the Company (524,316) (486,339) 7.8
Loss before interest, taxes, BRALE -~ BIE - 978 R
depreciation and amortisation AUETE ([BRAE - BF -
(“‘LBITDA”) ERBHEAEE] (301,375) (253,431) 18.9
Loss per share (RMB) (note (a)) S EE (AR%T)
(Kt7t (a) ((eX<3))] (0.84) 8.3
Selected financial ratios B 38 B 7 b R
Gross profit margin (%) FE T 2K (%) 28.6 27.5 4.0
Net loss margin (%) FEEE (%) (202.6) (179.1) 13.1
LBITDA margin (%) RAE  BIH HER
B SH AT 1R (%) (116.5) (93.3) 24.9
Return on equity holders’ equity (%) #3158 A #E = 03R (%) (22.5) (26.9) (16.4)
Gearing ratio (note (b)) (%) BARBELE (M7 D) (%) 328.1 273.8 19.8
Notes: BiaE -
(@  Please refer to note 15 to the consolidated financial statements of this report EHREBREENGERE  F2HARENRE

for the calculation of loss per share.

(o) The gearing ratio is based on net debt divided by total deficit plus net debt as
at 31 December 20283. Net debt includes total debt net of cash and cash
equivalents. Total debt includes trade payables, other payables and accruals,
other liabilities, amounts due to related companies, amount due to immediate
holding company, amount due to ultimate holding company, interest-bearing
bank and other borrowings, provision for loss on unauthorised guarantees and

other long term liabilities.
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MANAGEMENT DISCUSSION

Revenue

The revenue of the Group decreased by 4.7% from RMB271.6 million in
2022 to RMB258.8 million in 2023, primarily attributable to (i) the overall
lackluster landscape of the industry in 2023 and the growing uncertainties
of consumers about their future income, which have continued to dampen
consumption and consumer’s purchasing power during the reporting
period; (i) the condiment industry continued to be affected by the combined
effect of rising raw material costs and intensifying competition; and (i) the
adjustment to the Group’s distribution network and the upgrading and
renovating process of the Group’s existing equipment which affected our
sales in varying degrees.

Revenue from cooking wine products decreased by 2.5% from RMB176.2
million in 2022 to RMB171.8 million in 2023, primarily due to a combination
of factors including the adjustment to the Group’s distribution network and
the upgrading and renovating process of the Group’s existing equipment in
2023.

Revenue from the Group’s soy sauce products increased by 9.5%, from
RMB23.8 million in 2022 to RMB26.3 million in 2023, primarily due to the
adoption of the “one heart with two wings (— /0> #)” product strategy
this year, with “cooking wine” as the core product and other products as
complement, focusing on the development of new products with zero-
additive concept, introducing new categories, and expanding the soy sauce
market share.

Revenue from the Group’s rice vinegar products decreased by 16.3% from
RMB17.8 million in 2022 to RMB14.9 million in 2023, primarily due to the
growing uncertainties of consumers about their future income, which have
continued to dampen consumption and consumer’s purchasing power
during the reporting period and cause a decline in the sales of high-end rice
vinegar products.

In addition to launching new products into the market and developing our
sesame oil products, we also adjusted the product portfolio of our other
products during the year by downsizing products with poor market
performance and focusing on products with good market reception. As a
result, the Group’s revenue from other products decreased by 14.9% from
RMB53.8 million in 2022 to RMB45.8 million in 2023.

Cost of Sales

Our cost of sales decreased by 6.1% from RMB196.8 million in 2022 to
RMB184.7 million in 2023. The decrease in cost of sales was primarily
attributable to the combined effect of the decrease in revenue and decrease
in prices of some of the major raw materials.
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CEVCEE P

A

AEBWBRAB-Z-—_FHARK27116BETT
BLATHE_E_=ZFHARME288FET * £
BHA() S =FTEEEEREATLT - BAH
BEHNARRIA KT HEE G0 - EHIREH
PROHBRE  HEBBE NFHE TR ()AKRMITE
KARAZEEMBRALR BEAESHRARE
FE RN EEEYHSCHRARARKEGXRE
EITHARMBEN AP HEMNEERKTE
BENTZE-

HEEMNRAB-ZZE-_—_FARK17628E8
TR 25%E—T_=FMARKEI17T18EET
FEHRASBEE S _=FEHLHEBETAU
FAEERBERBEETARNRNENEREARAE
FTEK °

AEBEBREMHNBABR-ZE__FHARK
23 8B B TIEMOSNE —_ B - =FH AR 26.3
BEL TEHARAFERAREAI—ODME]E
MmEBEEITSE  EITHHUTENE AROER &
fthEMmAS  EXRBFEMSAMBES - SlEH
miE - EARE RIS EE -

AEBAREEGHNBEABRZE-__FHARK
178 EBITRL163% E—_E-=FEMARKE149
BEL FEARREHRNBEEEH R RREA
MTETHEEN HEREE  HERBENFET
F& - OB = ORBE E S E TREFTE ©

T /) T 35 35 WO 72 G I A 25 ik 22 R A R BF - K
PRAFEREEMEME A EREBETH
B ERMISRATENER  LEERTERE
FWES Bt A5EEMEMNBAR=-T
T FMNARKSISEE LR D149%E_F
TZFMARKASSHETT

HERA
BFANEEXRAR S —_FMHARK106.88 S
TP BI%E T _=ZFHARKA847THETT °
HERANBRLOEZERHRRARD RBHES
EMREETRELRERAZMK -

ZENBERRRG —T_=FFRH 19



MANAGEMENT DISCUSSION
AND ANALYSIS

o P i i B 0 A

Gross Profit and Gross Profit Margin

Our gross profit decreased by 0.9% from RMB74.8 million in 2022 to
RMB74.1 million in 2023. The gross profit margin increased from 27.5% in
2022 to 28.6% in 2023, primarily due to a combination of factors including
the decline in the purchase price of raw materials and packaging materials,
as well as the effective control of costs by the Group during the reporting
period.

Other Income and Gains

Other income and gains decreased by 85.5% from RMB20.7 million in 2022
to RMB3.0 million in 2023. Other income and gains primarily include
subsidies received, bank interest income and foreign exchange gain, net.
The decrease in other income and gains was primarily due to no
compensation income received and the decrease in government subsidies
received in 2023.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, promotion expenses, travelling expenses, and
remuneration of our sales employees.

Our selling and distribution expenses increased from RMB74.7 million in
2022 to RMB95.2 million in 2023, and the distribution expenses as a
percentage of the Group’s revenue increased from 27.5% in 2022 to 36.8%
in 20283, primarily due to an increase in marketing expenses.

Administrative Expenses

Administrative expenses increased by 6.1% from RMB44.4 million in 2022
to RMB47.1 million in 2023. The increase in administrative expenses was
primarily due to the increase in management personnel salaries and
research and development costs during the reporting period.

Finance Costs

Finance costs decreased by 4.4% from RMB203.9 million in 2022 to
RMB194.9 million in 2023. The decrease in finance cost which was mainly
attributable to the fact that the finance lease interest expenses were fully
amortised during 2023. There was no addition of finance lease.
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MANAGEMENT DISCUSSION

Loss before Income Tax

Due to the aforesaid reasons, the loss before income tax increased by 7.8%
from RMB486.3 million in 2022 to RMB524.3 million in 2023.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in China
has been provided at the rate of 25% (2022: 25%) on the taxable profits,
based on the existing laws, interpretations and practices in respect thereof.

Income tax expense was nil in 2022 and 2023, mainly due to loss arising
from the business.

Loss Attributable to Ordinary Equity Holders of the
Company

Loss attributable to ordinary equity holders of the Company increased by
7.8% from RMB486.3 million in 2022 to RMB524.3 million in 2023, which

was mainly attributable to the increase in net loss as a result of the aforesaid
reasons.

Loss per Share Attributable to Ordinary Equity
Holders of the Company
Loss per share increased from RMBO0.84 in 2022 to RMBO0.91 in 2023. The

increase in loss per share was attributable to the increase in loss attributable
to ordinary equity holders of the Company.

Net Loss Margin

Net loss margin increased by 13.1% from 179.1% in 2022 to 202.6% in
2023, which was primarily attributable to the combined effect of the
aforesaid reasons.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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FINANCIAL AND LIQUIDITY POSITION

Prepayments, deposits and other receivables

Details of the Group’s prepayments, deposits and other receivables as at
31 December 2023 and 2022 are as follows:

MBRREBE SN
AARE - REREMERKE

AEBR T _=FR-_F_—F+-_A=+—
BREMZIE  Ze REMERGEFBOT

Prepayments for fixed assets B ERTERKIE

Prepayments for procurements of
condiment products

Other prepayments

Deposits and other receivables

H b FE S 5RIH
Ba M H b R WA

BRAE 38 K an O TR Y BB

Less: Portion classify as non-current assets

o D RERIEREEERNED

Current portion included in prepayments,

deposits and other receivables Eop eIk San

SEATRMNFR - 2E REM R IR

2023 2022
—E-=HF —E-=

RMB’000 RMB’000

ARETR ARET T

4,234 6,673

228 1,936

1,877 2,417

38,345 26,618

44,684 37,644

(3,865) (6,673)

30,971

Trade receivables

Trade receivables increased from RMB20.5 million as at 31 December 2022
to RMB20.8 million as at 31 December 2023 and the turnover days of trade
receivables increased from 32 days in 2022 to 33 days in 2023. The
turnover days of trade receivables increased slightly mainly because
nationwide pandemic control measures adopted in 2023 continued to cast
a long shadow over the market’s expectation for recovery and the
consumption market veered between highs and lows, the Group has
extended the credit period for customers of all offline shopping and
supermarket channels. Details of the ageing analysis of trade receivables
are set out in note 20 to the consolidated financial statements in this report.

In 2023, we classified our distributors into two categories, namely core
distributors and non-core distributors, based on their scale, channels,
capability and cooperativeness, local influence and other factors, and
provided them with our resources in respect with terminal construction and
market development for their orderly development and reasonable
allocation, with an aim of molding all of them to be our core distributors.
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MANAGEMENT DISCUSSION

Inventories

As at 31 December 2023, the carrying amount of the Group’s inventories
amounted to RMB645.9 million (2022: RMB646.7 million), of which
RMB465.3 million (2022: RMB534.7 million) were base wine.

Inventories decreased from RMB646.7 million as at 31 December 2022 to
RMB645.9 million as at 31 December 2023, primarily due to the decrease
in the production volume of base wine during the reporting period. A
substantial part of our inventories are work in progress, mainly representing
base wine, base soy sauce, semi-finished soybean paste and base vinegar
in the brewing period. Due to the long production cycle and short sales
cycle, we reserve certain amount of well-aged base wine to cope with the
sales growth in the future.

We regularly monitor the inventory level maintained by our distributors. Our
sales representatives maintain frequent telephone or email communications
with our distributors to inquire about their monthly inventory reports, and
pay regular visits to their warehouses. Our sales representatives conduct
surveys on the inventory maintained by our distributors at least once a week
on Saturday, which is reported to the Company weekly, and pay regular
visits to the warehouses of distributors to ensure that they maintain optimal
stock level and our products are sold to end consumers within the shelf life.
We generally expect our distributors to maintain sufficient stock for 30 to 60
days of supply. In the event a distributor maintains stocks of more than 45
days of supply, the relevant sales representatives will assist such distributor
in marketing and promotional activities and suggest orders with a smaller
amount to be placed for the subsequent periods to minimise excess
inventory.

As at 31 December 2023, our inventories with a carrying amount of
RMB487.3 million (31 December 2022: RMB556.1 million) were pledged to
secure other borrowings granted to the Group. For details please refer to
note 28(f) to the consolidated financial statements in this report.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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Borrowings

As at 31 December 2023, our total borrowings amounted to RMB2,808.5
million (31 December 2022: RMB2,211.6 million).

Our principal sources of liquidity include cash generated from business
operation and other borrowings. The cash from these sources are primarily
used for our working capital, the expansion of production capacity, other
capital expenditures and debt service requirements.

Foreign currency risks

The Group mainly operates in the PRC and its operations mainly settled in
Renminbi. The Group will closely monitor the fluctuations of the Renminbi
exchange rate and give prudent consideration as to entering into any
currency swap arrangement as and when appropriate for hedging
corresponding risks. For the year ended 31 December 2023, the Group
had not engaged in hedging activities for managing foreign exchange rate
risk.

Liquidity and Financial Resources

As at 31 December 2023, we had cash and cash equivalents of RMB10.1
million (81 December 2022: RMB9.8 million). As at 31 December 2023, we
had interest-bearing bank and other borrowings of an aggregate amount of
RMB2,808.5 million (31 December 2022: RMB2,211.6 million), which were
denominated in RMB with interest rates from 4.75% to 24.00% per annum.

Our principal sources of liquidity include cash generated from business
operation and other borrowings. We used cash from such sources for
working capital, production facility expansions, other capital expenditures
and debt repayment. We expect these uses will continue to be our principal
uses of cash in the future, and that our cash flow will be sufficient to fund
our ongoing business requirements. Meanwhile, we have decided to further
broaden our financing channel to improve our capital structure.
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MANAGEMENT DISCUSSION

GEARING RATIO

The gearing ratio of the Group was 328.1% as at 31 December 2023,
representing an increase of 19.8% over 2022.

The gearing ratio was based on net debt divided by total deficit plus net
debt as at 31 December 2023. Net debt includes total debt net of cash and
cash equivalents. Total debt includes trade payables, other payables and
accruals, other liabilities, amounts due to related companies, amount due
to immediate holding company, amount due to ultimate holding company
and interest-bearing bank and other borrowings, provision for loss on
unauthorised guarantees and other long term liabilities.

CAPITAL COMMITMENT

Capital commitment as at 31 December 2023 amounted to RMB19.7
million (831 December 2022: RMB14.8 million), which was mainly related to
equipment installation and ancillary engineering works in condiment
workshop.

CONTINGENT LIABILITIES

As at 31 December 2023, the Group did not have other material contingent
liabilities.

PLEDGE OF ASSETS

As at 31 December 2023, our inventories with a carrying amount of
RMB487.3 million, property, plant and equipment with a carrying amount of
RMB189.3 million and leasehold land with a carrying amount of RMB47.0
million were pledged to secure general banking facilities granted to us.

Except as disclosed in this report, to the best knowledge and belief of the
Directors, we have not entered into any off-balance sheet guarantees or
other commitments to guarantee the payment obligations of any third party.
We do not have any interest in any unconsolidated entity that provides
financing, liquidity, market risk or credit support to us or engage in leasing
or hedging or research and development or other service.

MATERIAL ACQUISITION AND DISPOSAL

The Company had no material acquisition and disposal as at 31 December
2028.

SIGNIFICANT INVESTMENTS HELD

Our Group did not hold any significant investments during the year ended
31 December 2023.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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FUTURE PROSPECTS

Looking forward to 2024, the trend of the national economy to rebound and
improve in the long term remains intact, the Central Economic Work
Conference put forward the twelve-word policy of “pursuing progress while
ensuring stability, facilitating stability through progress, and prioritising
establishment of new rules before abolishing the old ones (12 SKiE « LA
218 £ IL 1B )", suggesting “stability” to be the foundation with
“progress” playing an instrumental role and “abolishing” being both a
condition and outcome. Nonetheless, the condiment industry is still facing a
lackluster demand and consumer confidence amid stiffening competition
and an ever changing market environment. In particular, the changes in the
market environment continue to polarise the landscape and create demand
for both high-end products and value-for-money options at the same time.
Meanwhile, the rise of discount retail channels and the pursuit of simplicity
and high efficiency at the retail end have presented consumers with even
more choices. In spite of the challenges and opportunities, the China Time-
honored Brand products have remained largely popular among consumers
given their premium quality and high value for money, and nutritiousness,
safety, tastiness and convenience continue to be the essence of the
innovation and development of the condiment cooking wine industry.

The Group insists on being consumer-oriented and preserves its quality
while practicing and conveying the brand philosophy of “perseverance
combined with goodnaturedness and creditworthiness (1B A+ 2 ~ Flfz &
7K)” through its products and generating resonance with the consumers.
Meanwhile, we make good use of our strengths to constantly innovate to
meet consumers’ demand for more personalised, diversified, healthy and
faster products and deliveries, and provide good-looking, high quality and
safer, more nutritious and healthier flavours to consumers.

In the Group’s latest development strategic plan for the condiments and
cooking wine industry, we hold on resolutely to our orientation towards
natural, healthy and nutritious products (encompassing both organic and
functional components), strictly abide by the food safety regulations, and
remain dedicated to imbuing the richness of the Chinese cuisine culture into
the daily culinary rituals of our fellow countrymen. As an industry leader, we
actively promote the integration between food technology and production
practices, and are committed to becoming a publicity ambassador for the
cooking wine industry-as well as a trusted and reliable seasoning knowledge
consultant for consumers.
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MANAGEMENT DISCUSSION

With the effective implementation of national brewing and cooking wine
standards and market standardisation proceeding at a faster pace, the
cooking wine industry has entered a new era with “pure brewing”
dominating the market and gradually taking the place of traditionally
“prepared” and “blended” condiment products, auguring a similar trend in
the industry’s future development. Accordingly, the Group has planned to
strengthen the publicity and promotion over the sources of raw materials for
production, its wine quality assurances, year of brewing, the unique craft
employed and its applications, etc., to guide and cultivate consumers’
usage habits, with a view to increasing the market share of the Group’s
cooking wine products.

In response to the increasingly stringent food safety regulatory environment
and environmental protection policy requirements, the Group, as a leader in
the realm of base wine manufacturing, has demonstrated remarkable
competitiveness in terms of technological advantages, financial strength,
market influence and resilience against risks. Riding on its strong brand
recognition, modernised and upgraded traditional craftsmanship, a well-
developed and mature quality control system and an efficient product
research and development system, the “Lao Heng He” brand cooking wine
products are poised to achieve broader room of development.

In addition to consolidating its leading position in the mid-to-high-end
cooking wine and cereal-based brewed cooking wine markets, the Group
maintains a diversified product structure strategy by expanding the breadth
of its product lines laterally and deepening its product mix vertically to
address market demand proactively and deliver a variety of green, healthy
and palatable condiments. The Group will continue to innovate and upgrade
alongside dimensions ranging from bacterial strain research, smart brewing,
online quality control and spice craft process improvement, with a view to
driving the enterprise’s sustainable development through technological
innovation, solidifying and strengthening the leading position of “Lao Heng
He” in the cooking wine market, fulfiling its promise of being the “most
trusted partner” and delivering safe, healthy and delectable cooking wine
product experience to consumers. In the face of fierce market competition,
we will differentiate ourselves with our impeccable quality and distinguished
performance to gain deep trust from consumers, and ultimately achieve
sustainable development and value growth of the enterprise.

Therefore, we believe that our upgraded “Lao Heng He” products will
continue to grow in China.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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GOALS AND STRATEGIES

The gross domestic product (GDP) of the PRC in 2024 is expected to grow
by 5.0% year-on-year, with “pursuing progress while ensuring stability,
facilitating stability through progress, and prioritising establishment of new
rules before abolishing old ones (B2 skt ~ DAUE(RTE « 3218 7K)” being
the main tenor for the economic work in the “Year of Consumption
Promotion (JH 2 & # 4F)” in 2024. Under the new economic landscape,
our sales strategy remains consumer-oriented and offering quality and
affordable products to meet the needs of different consumers. With a
“diversifying” approach, we will direct our resources towards delivering
products that tap into different sales channels to secure higher customer
loyalty. We are committed to delivering better, safer, more convenient,
healthier and more nutritious naturally brewed condiments.

At the “Year of Major Projects (X#1138 B 4F)” conference held by Huzhou
Wuxing City Investment Development Group Co., Ltd. in February 2024,
the Group has set goals and directions that centre around expanding
customer base, increasing revenue, improving quality, controlling costs, and
promoting innovation. The Group has also mapped out its future tactical
approach of “one heart with two wings (— /L A3 )” and its continued focus
on the operations. Under the guidance of the basic principle and operating
policy of “focusing on the naturally-brewed cooking wine industry and
refining other industries (% = X 74 B2 38 A1 = 25 - B b &= 25 OB AR,
the Group will quickly and steadily achieve its operating objectives, strive for
higher operating performance, and lay a solid foundation for the future
development of the Group’s business. Despite the challenging market
environment, the Group still looks to the future with eager anticipation. The
Group will keep an eye on the development of other aspects of the
condiment industry to drive further growth of the Group’s business.

Our business objectives are to expand diversified sales channels, promote
the sales of portfolio products and enhance the Company’s market position
in the condiment industry through our leading position in the cooking wine
industry as well as multi-model production management for our products.
On the one hand, we will strengthen corporate management, recruit
outstanding talents, and increase investment in business team building and
employee training. On the other hand, we will enrich the company’s product
structure and continue to step up its research and development efforts to
launch more high-end products of various categories and with high cost
performance that meets the public’s consumption ability. In terms of
broadening our network of distributors, we will continue our collaboration
with promising and powerful online platforms and offline distributors via our
diversified development channels, and work proactively to increase the
market share of the “Lao Heng He” brand in the Chinese market.
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MANAGEMENT DISCUSSION

We have also actively expedited the development of new retail models,
platforms, discount retail channels, enriched our online offerings, and
created a number of online channels that combine “traditional e-commerce
and emerging retail platforms”, such as key account (KA) supermarket’s
online platform, community e-commerce platform, group buying
membership e-commerce platform, etc. Each platform has achieved multi-
dimensional full promotional coverage through online live streaming and
video clip. In addition, we also strive to drive the linkage between social
e-commerce and the community to create a community distribution model
for all-staff shopping guides.

“LLao Heng He” strives to become a preferred choice of consumers.

EMPLOYEES AND WELFARE
CONTRIBUTION

As at 31 December 2023, the Group had approximately 528 full-time
employees (31 December 2022: 535). The employees’ remuneration
packages are determined with reference to their experience and
qualifications and general market conditions. The remuneration policies,
bonus, evaluation systems and training programs for employees of our
Group were implemented continuously according to policies disclosed in
the 2022 annual report and no change has been made in 2023. The total
remuneration paid to the Group’s employees (excluding Directors’ and chief
executive’s remuneration) for the year ended 31 December 2023 amounted
to approximately RMB45.3 million (2022: approximately RMB42.5 million),
which included the Group’s contribution to the employee benefit plan for
the year 2023 of RMB5.6 million (2022: RMB5.6 million). Details of the
employee benefit expense are disclosed in note 2.19 to the consolidated
financial statements in this annual report. The following table sets forth the
Group’s full-time employees by function as at 31 December 2023:
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As at 31 December 2023
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Number of
employees % of total
BEEAE (HEEEIL
Production HE 235 44.51
Management and administration BRRITHER 24 4.55
Sales and marketing SHE & & 5 185 35.04

Quality control, research and development
and others HEPEH - e REMm 84 15.91
Total #Et 528 100.0
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The Group has designed an evaluation system to assess the performance
of its employees. This system forms the basis for determination of
employees’ salaries, bonuses and promotions. We believe the salaries and
bonuses that our Group’s employees receive are competitive with market
rates. Under applicable PRC laws and regulations, our Group is subject to
social insurance contribution plans, work-related injury insurance and
maternity insurance schemes. We place a strong emphasis on providing
training to our employees in order to enhance their technical and product
knowledge as well as comprehension of industry quality standards and
work place safety standards. We also provide regular on-site and off-site
training to help our employees to improve their skills and knowledge. These
training courses range from further educational studies to basic production
process and skill training to professional development courses for its
management personnel.

CHARITABLE DONATIONS

During the year of 2023, the Group made charitable donations of
RMB134,000.
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The Company is committed to maintaining a high standard of corporate
governance practices for enhancing accountability and transparency of the
Company to its investors and Shareholders. The Board and the
management of the Company are committed to conducting the Group’s
businesses in a transparent and responsible manner, and they believe good
corporate governance provides a framework that is essential for effective
management, a healthy corporate culture, sustainable business growth and
enhancing Shareholders’ value in the long term.

(A) CORPORATE GOVERNANCE
PRACTICES

The Company has adopted the code provisions as set out in the
Corporate Governance Code (the “Governance Code”) as contained
in Appendix C1 to the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (as amended from time to
time) (the “Listing Rules”) as its own code to govern its corporate
governance practices.

During the year ended 31 December 2023, the Company has
complied with the code provisions set out in the Governance Code.

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

(B) DIRECTORS’ AND SENIOR
MANAGEMENT’S SECURITIES
TRANSACTIONS

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuer” (the “Model Code”) set
out in Appendix C3 to the Listing Rules as its code of conduct
regarding dealings in the securities of the Company by the Directors
of the Company and the Group’s senior management who, because
of his/her office or employment, is likely to possess inside information
in relation to the Group or the Company’s securities.

Upon specific enquiry, all Directors of the Company confirmed that
they have complied with the Model Code during the year ended 31
December 2023. In addition, the Company is not aware of any non-
compliance of the Model Code by the senior management of the
Group during the year ended 31 December 2023.
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Board Responsibilities

The Board is responsible for the overall management of the
Company, including establishing and overseeing the Company’s
strategic development, business plans, financial objectives, capital
investment proposals and assumes the responsibilities of corporate
governance of the Company.

The Board gave their input and considered the priorities and
initiatives, aiming at developing a sustainable plan for the Company to
generate and preserve its long-term corporate values and to achieve
its business strategies and objectives.

The Board may from time to time delegate all or any of its powers
that it may think fit to a Director or member of senior management of
the Company. The Board has formulated clear and specific rules and
policies on such delegation of power to facilitate efficient operation of
the Company and is supported by three board committees together
the “Board Committees”, which are audit Committee (the “Audit
Committee”) , remuneration Committee (the “Remuneration
Committee”) and nomination Committee (the “Nomination
Committee”).

Directors must dedicate sufficient time and attention to the Group’s
affairs. Besides, the Company also requested all Directors to disclose
to the Company annually the number and the nature of offices held in
public companies or organizations and other significant commitments
with an indication of the time involved.

The Company has arranged appropriate insurance for all Directors in

respect of legal actions against the Directors arising out of corporate
activities.
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Functions and Duties of the Board

The Board supervises the management of business and affairs of the
Company. The primary duties of the Board include:

(@ overall management of the business and strategic
development;

(b)  deciding business plans and investment plans;

(c)  monitoring the ongoing operation of the Company and to
ensure that it is managed in the best interests of the
Shareholders as a whole while taking into account the interests
of other stakeholders of the Company;

(d)  convening general meetings and reporting to the Shareholders;
and

(e)  exercising other powers, functions and duties conferred by
Shareholders in general meetings.

The Board delegates the authority and responsibility of daily
operations, business strategies and day to day management of the
Company to the CEO and the senior management.

The senior management, under the leadership of the CEO, is
delegated by the Board the authority and responsibility for the daily
operations and management of the Group. The delegated functions
and work tasks are periodically reviewed. Approval has to be
obtained from the Board prior to any significant transactions to be
entered by the Company.

Board Members

During the year ended 31 December 2023 and as at the date of this
report, the Board consist of the following Directors:

Executive Directors
Mr. Chen Wei (Chairman)
Mr. Liu Jianbin (CEO)

Non-executive Director
Mr. Wu Hongping (resigned on 21 December 2023)

Independent Non-executive Directors
Mr. Shen Zhenchang

Mr. Ng Wing Fai

Mr. Sun Jiong
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There is no financial, business, family or other material or relevant
relationships among the Directors of the Company.

An updated list of the roles and functions of Directors is maintained
on the websites of the Company and the Stock Exchange, and the
Company shall keep updating whenever necessary. The details of the
Directors’ biographical information (save for those that have resigned)
are contained in the section headed “Profile of Directors and Senior
Management” of this annual report.

The Company has adopted a Board diversity policy on 25 March
2014 (the “Board Diversity Policy”). The Company recognizes and
embraces the benefits of having a diverse Board to the quality of its
performance. The Board Diversity Policy aims to set out the approach
to achieve diversity on the Board. The Remuneration Committee and
Nomination Committee will evaluate the balance and blend of skills,
experience and diversity of perspectives of the Board. Selection of
candidates will be based on a range of diversity experiences,
including but not limited to age, gender, cultural and educational
background, and merit and contribution that the selected candidates
will bring to the Board.

Having reviewed the Board composition, the Nomination Committee
recognises the importance and benefits of the gender diversity at the
Board level and will take initiatives to enhance the gender diversity
among the Board members when selecting and making
recommendation on suitable candidates for Board appointments.

The Board currently consists of only male Directors. In recognising
the particular importance of gender diversity, the Company targets to
appoint at least one female director by no later than 31 December
2024.

The Company recognises the importance of gender diversity and
gender equality in the workforce (including senior management). As
at 31 December 2023, the total workforce of the Company
comprised 304 male and 224 female. The Company considers that
gender diversity in the workforce has been achieved in 2023.

Director Nomination Policy

In assessing the Board composition, the Nomination Committee
would take into account various aspects set out in the Board Diversity
Policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
would review the implementation of the Board Diversity Policy in
achieving the objectives set for the benefits of the Company.
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In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s character,
qualifications, experience, independence and other relevant criteria
necessary to complement the corporate strategy and achieve Board
diversity, where appropriate, before making recommendation to the
Board.

Independent Non-executive Directors

The Company at all times complied with the requirement of Rule
3.10A of the Listing Rules, which requires an issuer’s board of
directors to have at least one-third of its members being independent
non-executive directors. In addition, the Company has duly complied
with Rule 3.10(1) and Rule 3.10(2) of the Listing Rules, which requires
the issuer’s board must include at least three independent non-
executive directors and at least one of the independent non-executive
directors to have appropriate professional qualifications or accounting
or related financial management expertise.

Mr. Ng Wing Fai, chairman of the Company’s Audit Committee and
being one of the independent non-executive Director, possesses over
20 years of experience in audit, taxation and consultancy in
government and non-government institutions. Together with another
two independent non-executive Directors, Mr. Shen Zhenchang and
Mr. Sun Jiong, all of whom have wide exposure and experience in the
cooking food industry and provide the Group with diversified
expertise and experience.

Their views and participation in Board and Board committee meetings
bring independent judgment and advice on issues relating to the
Group’s strategies, performance, conflicts of interest, management
process and to ensure that the interests of all Shareholders are taken
into account.

The Company has received an annual confirmation from each of the
independent non-executive Directors on their respective
independence pursuant to Rule 3.13 of the Listing Rules and the
Board considers that each of them be independent. The Board
believes that the present structure of the Board can ensure the
independence and objectivity of the Board and provide an effective
system of checks and balance to safeguard the interests of the
Shareholders and the Company.
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The Board considers that the balance between executive and non-
executive Directors is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of Shareholders
and the Group as a whole. The composition of the Board reflects the
necessary balance of skills and experience appropriate for the
requirements of the business development of the Group and for
effective leadership. The Board has separate and independent
access to the senior management and the company secretary at all
times.

All Directors, including independent non-executive Directors, are
clearly identified as such in all corporate communications containing
the names of the Directors.

Appointment, Re-election and Removal of
Directors

Each of the Directors has entered into a service contract or a letter of
appointment with the Company for a specific term. The initial term of
office for each Director is a term of three years from their respective
appointment date and is subject to retirement by rotation at an annual
general meeting (the “AGM”) at least once every three years.
According to the articles of association of the Company (the
“Articles”), one-third of the Directors for the time being shall retire
from office by rotation at each AGM provided that every Director shall
be subject to retirement by rotation at least once every three years.
The retiring Directors shall be eligible for re-election at the relevant
AGM. In addition, the Articles provide that any Director appointed by
the Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his/her appointment, whereas
any Director appointed by the Board as an addition to the existing
Board shall hold office only until the next following AGM. The Director
appointed by the Board as aforesaid shall be eligible for re-election at
the relevant general meeting.

Shareholders may, at any general meeting of the members convened
and held in accordance with the Articles, remove a Director at any
time before the expiration of his/her period of office notwithstanding
to the contrary in the Articles or in any agreement between the
Company and such Director.

In accordance with the Articles, Mr. Chen Wei and Ms. Liu Jianbin will

retire from office as Director by rotation at the forthcoming 2024 AGM
and, being eligible, offer themselves for re-election.
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Directors’ Continuing Professional Development

The Company has regularly provided the Directors with information of
relevant training courses. Updates on the amendments of applicable
rules and regulations have been given to the Directors from time to
time. All our Directors have provided the Company with a record of
their training received in 2023. A summary of the Directors
participation in continuous professional training for the year ended 31
December 2023 is as follows:

EREBWE

EEHEERER

RNARIEHHAEFIRHABRIE RO ER
HEAZRAFEROESITEFTER TS T
RHKEE  2RBECHAAAARERSE
REZ-_=FMEIEINLE  EERE
E-T -+ -_A=+—HItFEEREHN
BEZEEIIBI T

Attending briefings/seminars/
conferences/reading materials/
regulatory updates

HEBNE EHAE 8
Name of Director BEENR MEER LEEHEH
Executive Directors HITEE
Mr. Chen Wei BR1Z 55 4 v
Mr. Liu Jianbin ZE ks v
Independent non-executive Directors &7 IF#7TE F
Mr. Shen Zhenchang TR & St A v
Mr. Ng Wing Fai REMBIEAE v
Mr. Sun Jiong R THE v

Internally, the Company’s senior management, including the executive
Directors, will implement a training plan and conduct training sessions
for its key staff members on a continuing basis. The Directors are
required to submit to the Company details of training sessions taken
by them in each financial year for the Company’s maintenance of
proper training records of the Directors.
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Board and Board Committee Meetings

Under code provision C.5.1 of the Governance Code, the Board
should meet regularly and Board meetings should be held at least
four times a year at approximately quarterly intervals and under code
provision C.2.7 of the Governance Code, the chairman of the board
should at least annually hold meeting with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present.

At least 14 days’ notice for all regular Board meetings will be given to
all Directors and all Directors must be given the opportunity to include
items or businesses for discussion in the agenda. For all other Board
meetings, reasonable notice will be given. Relevant agenda and
accompanying Board papers will be sent to all Directors at least three
days in advance of every regular Board meeting.

All matters and decisions reached, including any concerns raised by
Directors or dissenting views expressed, will be recorded in minutes
of Board meeting or other Board committees meetings in sufficient
detail. Draft and final versions of minutes of Board/Board committee
meetings will be sent to all Directors/committee members for
comment and records respectively, within reasonable time after the
respective meetings are held. The final versions of these minutes are
kept by the Company secretary of the Company and are available for
inspection at any reasonable time on reasonable notice by any
Director and auditor of the Company.

During the year ended 31 December 2023, the Board convened a
total of eight Board meetings, one Remuneration Committee meeting,
one Nomination Committee meeting, four Audit Committee meetings,
based on the need of the operation and business development of the
Company.
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All Board members attended the said meetings in person or by
means via telephonic conferencing, which constituting presence at a
meeting as if he has been present in person under the Articles. The
Board intends to meet at least four times per year in the future, and
the chairman of the Board intends to hold at least one meeting per
year with the non-executive Directors (including the independent non-
executive Directors) without the executive Directors present.

During the year ended 31 December 2023, the Board considers that
all meetings have been legally and properly convened in compliance
with the relevant laws and regulations (including the Listing Rules and
the Articles). With the assistance of the company secretary, the
chairman of the Board takes the lead to ensure that Board meetings
and Board committee meetings are convened in accordance with the
requirements set out in the Articles, the terms of reference of the
respective Board committees and the Listing Rules. The Director’s
attendance at the Board meetings is set out in the section headed
“Attendance at Board and Board Committee Meetings” below.

Upon making reasonable request to the Company, Board members
have the right to seek independent professional advice or services at
the Company’s expense to assist them to perform their duties to the
Company.

Should a potential conflict of interest involving substantial
Shareholder(s) or Director(s) arise and the Board considers the matter
to be material, the Company will hold a physical Board meeting to
discuss and consider the matter, instead of passing a written
resolution. Independent non-executive Directors who, and whose
associates, have no material interest in the transaction should be
required to be present at that Board meeting.
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Attendance at Board Meetings, Board Committee
Meetings and Annual General Meeting

Attendance of each Director at all the Board meetings, Board
committee meetings and annual general meeting held during 2023 is

set out as follows.

HEEEEER EXE2Z88T
BERBREFAE
SEFHER T -=FRTNENEFE
B EFRZATERARBRBEAGH
BRI -

Audit  Nomination Remuneration 2023 annual
Board  Committee = Committee Committee general
meeting meeting meeting meeting meeting
Ezg E% RE 70 —E-=f
Name of Director EEng &% ZEg8E ZEegE ZEgEE RRBEEAE
Executive Directors HITEE
Mr. Chen Wei PRfE £ 8/8 - - - 1/1
Mr. Liu Jianbin BgE Lt 8/8 _ - _ 11
Non-executive Director FHITEF
Mr. Wu Hongping (resigned on RUOTEE(RZZZ=F 17 4/4 - - 1/
31 December 2029) TZAZ+—BEHE)
Independent non-executive BUFHTEE
Directors
Mr. Shen Zhenchang MRELE 8/8 4/4 11 11 1
Mr. Ng Wing Fai REBILLE 8/8 4/4 1/1 1/1 1/
Mr. Sun Jiong RELE 8/8 4/4 1 11 11
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Corporate Governance Responsibilities

The Board is responsible for fulfilling the following corporate
governance responsibilities:

° develop and review the Company’s corporate governance
policies and practices and put forward recommendations to
the Board;

. review and monitor the training and continuing professional
development of Directors and senior management;

o review and monitor the Company’s policies and practices
regarding compliance with laws and regulatory provisions;

° develop, review and monitor code of conduct and compliance
manual for staff and Directors (if any);

° review the Company’s compliance with the Code and
disclosure in the corporate governance report; and

° develop shareholder communications policy and regularly
review the policy to ensure its effectiveness.

(D) CHAIRMAN AND CHIEF EXECUTIVE

Code provision C.2.1 of the Governance Code provides that the roles
of the chairman and the chief executive officer (the “CEO”) should be
separate and should not be performed by the same individual. The
division of responsibilities between the chairman and the CEO should
be clearly established and set out in writing.

The Group has complied with the practice in code provision C.2.1 of
the Governance Code during the year ended 31 December 2023.
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The Remuneration Committee and Nomination Committees also
regularly review the structure and composition of the Board and will
make appropriate recommendations to the Board regarding any
proposed changes.

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

Mr. Chen Wei, as the chairman of the Board, is responsible for
ensuring that the Directors receive in a timely manner, adequate
information which is accurate, clear, complete and reliable. He
ensures that all Directors are properly briefed on issues arising at the
Board meetings. Mr. Chen WEei is also responsible for ensuring good
corporate governance practices and procedures are maintained, all
Directors make full and active contribution to the Board’s affairs, and
the Board acts in the best interests of the Company and its
Shareholders.

Under the leadership of Mr. Chen Wei, the Board works effectively
and performs its responsibilities with all key and appropriate issues
discussed in a timely manner. Appropriate steps are taken to provide
effective communication between the Shareholders and the Board.
Mr. Chen Wei will ensure appropriate steps are taken and the
Shareholders’ views are communicated to the Board as a whole.

A culture of openness and constructive relations among Directors are
promoted within the Board, facilitating effective contribution of non-
executive Directors and ensuring constructive relations between
executive and non-executive Directors.

In the year ended 31 December 2023, Mr. Chen Wei, the chairman of
the Board has met with the independent non-executive Directors
(without the presence of the executive Directors) once to discuss,
and obtain independent views of, the Board affairs.
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(E) NON-EXECUTIVE DIRECTOR

(F)

The term of Mr. Wu Hongping, the Company’s non-executive
director, has resigned on 21 December 2023.

BOARD COMMITTEES
Delegation by the Board

The Board is supported by the Board Committees, and the Board
has delegated various responsibilities to the Board Committees,
namely the Audit Committee, Remuneration Committee and the
Nomination Committee. All Board Committees perform their distinct
roles in accordance with their respective terms of reference which are
available to public on the websites of the Company and the Stock
Exchange.

The Company has provided the Board Committees with sufficient
resources and the Board Committees may seek independent
professional advice as and when required at the Company’s expense.

Audit Committee

The Company established the Audit Committee on 17 December
2013 with written terms of reference in compliance with the Rules
Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange and the Governance Code. The Audit Committee currently
has three members, namely Mr. Ng Wing Fai, Mr. Sun Jiong and Mr.
Shen Zhenchang. Mr. Ng Wing Fai, the Company’s independent non-
executive Director, has been appointed as the chairman of the Audit
Committee, and possess the appropriate professional qualifications
required under the Listing Rules. The Audit Committee has access to
professional advice, if required, and is provided with sufficient
resources to perform its duties.

The primary responsibilities of the Audit Committee are to review and
supervise the financial reporting process, financial control, internal
control and risk management systems of the Company, nominate
and monitor external auditor, oversee the audit process and perform
other duties and responsibilities as assigned by the Board on an
annual basis.
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During the year ended 31 December 2023, the Audit Committee has
convened four meetings, with all members present in person or
through telephonic conferencing, during which the following works
were performed:

Assessed the independence of the Company’s auditors;

Discussed with external auditors about the scope of work and
fees in respect of their audit work for the year ended 31
December 2023;

Met with the Company’s external auditor to discuss the audit
procedures and accounting issues;

Reviewed and discussed the audited annual results for the year
ended 31 December 2022, and the unaudited interim results
for the six months ended 30 June 2023 with the senior
management of the Company and external auditor;

Reviewed the financial controls, internal control and risk
management systems of the Group;

Reviewed the accounting policies adopted by the Group and
other issues related to the Company’s accounting practice;

Considered the appointment of external auditors (subject to
AGM approval) and arrangements for the employees to raise
concerns about possible improprieties; and

Considered and made recommendations to the Board on the
matters relating to the resumption of trading of the Company
including, among others, the independent forensic investigation,
the supplemental independent investigation, and the internal
control review.

The terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

The attendance of the Audit Committee members at the above
meeting is set out in the above section headed “Attendance at Board
and Board Committee Meetings”.
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Remuneration Committee

The Company established the Remuneration Committee on 17
December 2013 with written terms of reference in compliance with
the Listing Rules and the Governance Code. The Remuneration
Committee has three members, namely Mr. Shen Zhenchang, Mr. Ng
Wing Fai and Mr. Sun Jiong. Mr. Shen Zhenchang, the Company’s
independent non-executive Director, has been appointed as the
chairman of the Remuneration Committee. The Remuneration
Committee has access to professional advise, if required, and is
provided with sufficient resources to perform its duties.

The primary duties of the Remuneration Committee are to review,
determine and make recommendations to the Board on the policy
and structure of the remuneration (including bonuses and other
compensation) payable to the Directors and senior management,
assess performance of executive Directors, approve the terms of
executive Directors’ service contracts and make recommendations
on employee benefit arrangements.

The Remuneration Committee is also responsible to establish a
formal and transparent procedure for development of remuneration
policy, and ensuring no Director or his/her associate is involved in
deciding his/her own remuneration. The Remuneration Committee
will consult with chairman of the Board about the remuneration
proposals for the other executive Directors.

The Remuneration Committee of the Company held one meeting in
2023 to review and make recommendations on the existing
remuneration packages of all Directors and senior management. The
attendance of the Remuneration Committee members at the above
meeting is set out in the section headed “Attendance at Board and
Board Committee Meetings” above.

The terms of reference of the Remuneration Committee is available
on websites of the Company’s website and the Stock Exchange.
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Pursuant to code provision E.1.5 of the Governance Code, the annual
remuneration of the members of the senior management by band for
the year ended 31 December 2023 is set out below:

Remuneration band (RMB)
e E (ARE)

BIEERSTRIZSFANEXEEA LK HEZ
T =+ _ A=+ HUEFESRERE
KEREER D 2 FEHMEHTI AT

Number of Individual
N

Nil-1,000,000

Details of the remuneration of each Director for the year ended 31
December 2023 are set out in note 11 to the consolidated financial
statements in this annual report.

Nomination Committee

The Company established the Nomination Committee on 17
December 2013 with written terms of reference in compliance with
the Listing Rules and the Governance Code. The Nomination
Committee consists of three members, namely Mr. Sun Jiong, Mr.
Shen Zhenchang and Mr. Ng Wing Fai. Mr. Sun Jiong, the
Company’s independent non-executive Director, has been appointed
as the chairman of the Nomination Committee. The Nomination
Committee has access to professional advice, if required, and is
provided with sufficient resources to perform its duties.

The primary duties of the Nomination Committee are to review the
structure, size and composition of the Board annually and make
recommendations on any proposed changes to the Board
compositions to complement the Company’s corporate strategy. The
Nomination Committee is also responsible for identifying suitably
qualified individuals and making recommendations to the Board on
the appointment or re-appointment of Directors and succession
planning of Directors. Furthermore, it also assesses the independence
of the independent non-executive Directors.
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The Nomination Committee has held one meeting in 2023, during
which the diversity, structure, size and composition of the Board and
the independence of the independent non-executive Directors were
reviewed and considered, and relevant recommendation was made
to the Board. The attendance of the Nomination Committee members
at the above meeting is set out in the section headed “Attendance at
Board and Board Committee Meetings” above.

In assessing the Board composition, the Nomination Committee
takes into account the various aspects set out in the Board Diversity
Policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
discussed and agreed on measurable objectives for achieving
diversity on the Board, where necessary, and recommends them to
the Board for adoption. The Nomination Committee considers an
appropriate balance of diversity perspective of the Board is
maintained. The Board Diversity Policy shall be reviewed by the
Nomination Committee annually, as appropriate, to ensure its
effectiveness.

In selecting candidates for directorship of the Company, the
Nomination Committee makes reference to certain criteria such as
the Company’s needs, the integrity, experience, skills and expertise
of the candidate, board diversity aspects and the amount of time and
effort that the candidate will devote to discharge his/her duties and
responsibilities. External recruitment professionals might be engaged
to carry out selection process when necessary.

The terms of reference of the Nomination Committee is available on
the websites of the Company and the Stock Exchange.

(G) AUDITORS’ REMUNERATION

The remuneration paid or payable to the Company’s external
auditors, Grant Thornton Hong Kong Limited (“Grant Thornton”),
during the year ended 31 December 2023 is set out below:

Service Category Bk 7% %8 Bl

EREBWE

REZEGENR T _=FBT-REH"

YRELRIMEBEEEZZTIE - /%8 -
%%i%li%ﬁﬁ%@kZiﬁ%iziE%ﬂ?ﬁE%%gﬁﬁﬁﬁizﬂi'
YEMEFSFHABHERRZZ -REZE8
EREHFELRER2BRERLEXTHE
ExehkEFeREggR] -

FHEFQENE REZECERES
E%Ekﬁ SHTEZELE  B8FET
MERI - Fik - XERHBEES  FEA
R MEBUARITERRIFLER - IRE
ZESRUERIRE—BREERESS
Z b EE B iE Iﬁ%%%%Au1
KM -REZESRE EBSHBTEZT
tFENEE FE - REZ8eRSFR
EEeREZUEBER (WEA) - UERE
BRI -

REBRARNFESHFEAE EXEEe2
EZETEE  SINARRNEE  EEAD
BiE KB FERFENE SEFTRE
Lt T ERZEEASBITERERET
BAENEEARE N - nEFE - AJREHN
BRI A THITEIRIE T o

REZECHWBESE TN AR R RBRAT
K8 UL &6 o

(G) % B AT B <=

BE_ZT_=F+-_A=+—HIEFEXH
HEN FARRINEZBENHRE (FE) &5
EhEBAARAR ([BE]) 2Be&#NnT :

Remuneration
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The Audit Committee has expressed its views to the Board that the
level of fees paid/payable to the Company’s external auditors for
annual audit and non-audit services is reasonable. There has been no
major disagreement between the auditors and the management of
the Company during the year ended 31 December 2023.

The Audit Committee is responsible to make recommendation to the
Board as to the appointment, re-appointment and removal of the
external auditors. There is no disagreement between the Board and
the Audit Committee regarding the re-appointment of Grant Thornton
as the Company’s external auditors for the financial year ending 31
December 2024 which is subject to the approval by the Shareholders
at the forthcoming AGM of the Company.

(H) DIRECTORS’ RESPONSIBILITY FOR

48

FINANCIAL REPORTING IN RESPECT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledge that it is their responsibility to prepare
accounts of the Group and other financial disclosures required under
the Listing Rules and the Company’s management will provide
information and explanation to the Board to enable it to make
informed assessments of the financial and other decisions.

Grant Thornton Hong Kong Limited draws attention to note 2.2 in the
consolidated financial statements, which describes the principal
conditions that raise doubt about the Group’s ability to continue as a
going concern. These events or conditions indicate that a material
uncertainty exists that may cast significant doubt on the Group’s
ability to continue as a going concern. Their opinion is not modified in
respect of this matter. Save as disclosed in note 2.2 of the
consolidated financial statements in this annual report, the Directors
are not aware of any other material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability
to continue as a going concern. The Directors are of the view that
taking into account of the Group’s latest business performance and
available banking and credit facilities, the Group has the ability to
generate adequate financing and operating cash flows in the near
future and obtain the continuous financial support from its chargor
and major lenders, in particular such chargor and major lenders
undertook that they will not require the Group to repay the amounts
due and will continue to provide financing facility for the Group’s
liquidity needs for a twelve months’ period from the date of approval
of the Group’s consolidated statements as mentioned in note 2.2 to
the consolidated financial statements, and thus it is appropriate to
prepare the consolidated financial statements of the Group for the
year ended 31 December 2023 on a going concern basis.
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The statement of the auditors of the Company in respect of their
reporting responsibilities on the Company’s consolidated financial
statements for the year ended 31 December 2023 is set out in the
“Independent Auditors’ Report” contained in this annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for maintaining effective risk management
and internal control systems and conducting regular review on the
effectiveness of the risk management and internal control system of
the Company. The risk management and internal control systems of
the Group are characterised by distinct division between power and
authority, clear procedures, high transparency and efficiency. The
Company has worked out a procedure for identifying, evaluating and
managing significant risks of the Company. Business departments
including the production and sales departments are responsible for
identifying, supervising and evaluating the risks related to themselves,
and report to the Company’s senior management on a regular basis.
The senior management shall evaluate and set priorities for the
identified risks according to the procedure set by the Board’s Audit
Committee, and then submit risk alleviation plans to the Board’s
Audit Committee which shall appoint officers responsible for risk
management.

The Company has formulated the insider information policies
according to the Securities & Futures Ordinance and the Listing
Rules. The Company’s Directors, senior management and all others
relevant employees are provided with the guidelines to ensure that
the Company promptly disclose the insider information under
reasonable and practicable circumstances. The guideline contains a
series of procedure to ensure that the information are kept
confidential before they are disclosed to the general public, and shall
publicly disclose such information immediately if the Company
considers that it is impossible to keep it confidential as required.

The risk management and internal control systems adopted by the
Company are designed to manage rather than eliminate the risks of
failing to achieve the business objectives and can only make
reasonable but not absolute assurance against material misstatement
or loss. Procedures have been designed for safeguarding assets
against unauthorized use or disposition, maintaining of proper
accounting records for the provision of reliable financial information
for internal use or for publication, and ensuring compliance of
applicable laws, rules and regulations. However, the system can only
provide reasonable but not absolute assurance against
misstatements or losses.
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The Board is responsible for presenting a balanced and clear
assessment of the Group’s performance and prospects. Management
of the Company provides all relevant information to the Board, giving
its members sufficient information and explanation that it needs to
discharge their responsibilities.

The Articles set out matters which are specifically reserved to the
Board for its decision. The management team of the Company holds
meetings regularly to review and discuss with executive Directors on
daily operational issues, financial and operating performance as well
as to monitor and ensure the management properly implement the
directions and strategies set by the Board.

In order to improve the Group’s internal audit function, the Audit
Committee has resolved to establish an internal audit department and
to be staffed with experienced internal audit personnel in discharging
the Group’s internal audit function.

The Board will continue, with the assistance of the Audit Committee
and external independent professionals if necessary, to review and
improve the Group’s internal controls system, taking into account the
prevailing regulatory requirements, the Group’s business development
and the interests of shareholders.

COMPANY SECRETARY

Mr. Au Wai Keung (“Mr. Au”) served as the company secretary of the
Company during the year ended 31 December 2023. Mr. Au is a
director of Arion and Associates Limited, a corporate secretarial and
accounting services provider in Hong Kong. Mr. Au possesses the
professional qualifications that the Stock Exchange has considered
acceptable and has taken no less than 15 hours of professional
training during the year ended 31 December 2023.

The primary contact person at the Company is Mr. Liu Jianbin, the
CEO and executive Director of the Company.

Mr. Au is responsible for providing advice to the Board on corporate
governance matters.

(K) SHAREHOLDERS’ RIGHT

50

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 (www.hzlaohenghe.com) and Stock Exchange after each
general meeting. The Articles allow a Shareholder to attend and vote
at a general meeting or to appoint a proxy, who needs not be a
Shareholder, to attend the meeting and vote thereat on his/her/its
behalf.
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Pursuant to the Articles, any one or more Shareholders holding at the
date of deposit of the requisition not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings of the Company shall have the right, by written requisition
to the Board or the secretary of the Company, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition, and such
meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to
proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

With respect to the Shareholders’ right in proposing persons for
election as Directors, please refer to the procedures available on the
website of the Company.

There is no provision allowing Shareholders to move new resolutions
at general meetings under the Cayman Islands Companies Law or
the Articles. Shareholders who wish to move a resolution may request
the Company to convene a general meeting following the procedures
set out in the preceding paragraph.

Shareholders and potential investors are welcome to communicate
with the Company by email: ir02226@hzlaohenghe.com.
Shareholders may also put forward their written enquiries or
requisitions to the Board at Balidian Town, Food and Industrial Park,
Wuxing District, Huzhou City, PRC (Attention: the Board of Directors).

INVESTOR RELATIONS

The Company believes that effective and proper investor relations
play a vital role in creating Shareholders’ value, enhancing the
corporate transparency as well as establishing market confidence.
The Company discloses information in compliance with the Listing
Rules, and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations. The
primary focus of the Company is to ensure information disclosure is
timely, fair, accurate and complete, thereby enabling Shareholders,
investors as well as the public to make rational and informed
decisions. Updated key information and business development of the
Group are also available on the Company’s website to enable
Shareholders and investors to have timely access to information
about the Group.
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The Company also endeavours to maintain an on-going dialogue with
Shareholders and in particular, through general meetings which
provides a forum for Shareholders to raise comments and exchange
views with the Board. Directors (or their delegates as appropriate) will
be available at the AGMs of the Company to address Shareholders’
queries.

During the year ended 31 December 2023, the Company actively
implemented the above relevant measures, and therefore has
effectively implemented the investor relations related measures of the
Company.

The Company will continue to take measures to ensure effective
Shareholders’ communication and transparency.

The Company’s memorandum and articles of association (the
“Memorandum and Articles of Association”) have been amended
for the purposes of, among others, conforming with the core
shareholders protection standards as set out in the amended
Appendix 3 to the Listing Rules effective from 1 January 2022 (which
has been renumbered as Appendix A1 since 31 December 2023) and
the relevant changes to the applicable laws of the Cayman Islands
and the Listing Rules. Other minor amendments were also made for
corresponding as well as housekeeping changes. The amendments
were approved by way of a special resolution at the annual general
meeting of the Company held on 5 June 2023 and the new
Memorandum and Articles of Association have been adopted on 5
June 2023. Save for the above, there was no other significant change
in the Memorandum and Articles of Association during the year
ended 31 December 2023. The Memorandum and Articles of
Association is available on the respective websites of the Company
and the Stock Exchange.

An up to date version of the Articles is available on the websites of
the Stock Exchange and the Company.

The Company will strive to strengthen investor relationships and
maintain transparency of the operating strategies, financial
performance and development prospects of the Company.

DIVIDEND POLICY

Policy on payment of dividend of the Company is in place setting out
the factors in determination of dividend payment of the Company, the
Company’s long-term earning capacity and expected cash inflow and
outflow, the frequency and form of dividend payments. The policy
shall be reviewed periodically and submitted to the Board for approval
if amendments are required.
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The Board is pleased to present the annual report together with the audited
financial statements of the Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands on 4 December
2012 as an exempted company with limited liability under the Companies
Law of the Cayman Islands. The Company is an investment holding
company, and its subsidiaries established in the PRC are primarily engaged
in the manufacturing of cooking wine and other condiment products in
China under the “Lao Heng He” (“z£1E#1”) brand.

The activities and particulars of the Company’s subsidiaries are shown
under note 1 to the consolidated financial statements. An analysis of the
Group’s revenue and operating profit for the year by principal activities is
set out in the section headed “Management Discussion and Analysis” in this
annual report and note 5 and note 6.1 to the consolidated financial
statements in this annual report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2023 are set out
on pages 75 to 81 of this annual report.

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2023.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the Group
for the last five financial years is set out on page 3 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in note 16 to the consolidated financial
statements in this annual report.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the
Shareholders by reason of their holding the Group’s securities.
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DIRECTORS’ INTERESTS

At no time during the year ended 31 December 2023 was any of the
Company or its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate, and
none of the directors, or their spouses or children under the age of 18, had
any right to subscribe for the shares in, or debentures of, the Company, or
had exercise any such right.

EQUITY-LINKED AGREEMENTS

There were no equity-linked agreements entered into by the Group, or
existed during the year ended 31 December 2023.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the year
ended 31 December 2023 are set out in note 31 to the consolidated
financial statements in this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles, or the
laws of Cayman Islands, which would oblige the Company to offer new
Shares on a pro-rata basis to existing Shareholders.

DISTRIBUTABLE RESERVES

As at 31 December 2023, the Company has no reserve available for
distribution to the shareholders.

RESERVES

Details of the movement in the reserves of the Group and of the Company
during the year ended 31 December 2023 are set out in note 32 to the
consolidated financial statements in this annual report.

54 Honworld Group Limited Annual Report 2023

EEED

REBEE—ZE _=F+-_A=+—HLEFEEHK
M ARRSENB AR ELXETMELH - FA
AR E B BB AR T AR E A A B A %D
HEHFESHNE MEYETMNEERHEEK
18 5% LA T B F 20 8 (E W #E 7 R AN R A1 BR (5 3k &
FRATEE B EESR -

AR A Bk 1 R

HE_Z_=+-A=+—BItEE &x&H
TR 2R 5T ok 17 72 (T r) AR e A Bt top 2 o

R

ARRARBE_ZT_=F+_A=1t—BLFE
ZRABBH G RN ANFIRER S P RRM S

BrEE#E

MAKHAESERSEARTESHAETHBEENTM
BE RBRARABARMBRABIRRE SR R
B

A {4t 2 K {7 4
RZE_=F+_A=+—H ARAWES
KT IR 2 61 o

(R
AEERAAARE-T-=FF-A=+—8

IFFEREZDFBHNRNFREG S I @M
&32 o



BANKING FACILITIES AND OTHER
BORROWINGS

Details of the borrowings are set out in the section headed “Management
Discussion and Analysis” in this annual report and note 28 to the
consolidated financial statements in this annual report.

The Directors are not aware of any circumstances which would give rise to
disclosure obligation pursuant to the requirements under Rule 13.18 of the
Listing Rules as at 31 December 2023.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during 2023.

DIRECTORS

A summary of the Directors who held office during the year ended 31
December 2023 and up to the date of this annual report is set out on page
10 of this annual report.

INDEPENDENCE OF THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Board has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 3.13
of the Listing Rules, and considers that all the independent non-executive
Directors are independent.

BIOGRAPHICAL DETAILS OF THE
DIRECTORS AND THE SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management of the
Group as at the date of this annual report are set out in the section headed
“Profile of Directors and Senior Management” on pages 13 to 17 of this
annual report.
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DIRECTORS’ SERVICE CONTRACTS

As at 31 December 2023, none of the Directors has a service contract with
the Company or any of its subsidiaries which is not determinable by the
Company or its subsidiaries, as applicable, within one year without payment
of compensation (other than statutory compensation).

CONTRACTS WITH DIRECTORS AND
CONTROLLING SHAREHOLDERS

No contract of significance (as defined under notes 16.1 and 16.2 of
Appendix D2 to the Listing Rules) has been entered into between the
Company or any of its subsidiaries and a controlling Shareholder or any of
its subsidiaries during the year ended 31 December 2023.

No contract of significance (as defined under notes 15.2 and 15.3 of
Appendix D2 to the Listing Rules) which the Company or any of its
subsidiaries was a party, and in which a Director or an entity connected
with a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year ended 31
December 2023.

COMPENSATION OF DIRECTORS AND
SENIOR MANAGEMENT

The emoluments of the Directors and senior management members of the
Group are decided by the Board with reference to the recommendation
given by the Remuneration Committee, having regard to the Group’s
operating results, individual performance and comparable market statistics.

The remuneration (including fees, salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to the
Company’s Directors in aggregate for the years ended 31 December 2022
and 2023 were approximately RMB1,304,000 and RMB1,063,000,
respectively.

The remuneration (including salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to our
Group’s five highest paid individuals in aggregate for the years ended 31
December 2022 and 2023 were approximately RMB2,303,000 and
RMB2,223,000, respectively.
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For the year ended 31 December 2023, no emoluments were paid by our
Group to any director of the Company or any of the five highest paid
individuals as an inducement to join or upon joining our Group or as
compensation for loss of office. None of the directors has waived any
emoluments for the year ended 31 December 2023.

Details of the Directors’ emoluments and the emoluments of the five highest
paid individuals in the Group are set out in note 11 and note 12 of the
consolidated financial statements in this annual report.

Except as disclosed above, no other payments have been made or are
payable, for the year ended 31 December 2023 by our Group to or on
behalf of any of the Directors.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, none of the Directors nor the controlling Shareholders of
the Company or their respective associates (as defined in the Listing Rules)
had any interest in a business that competed or was likely compete with,
either directly or indirectly, the business of the Group.

PERMITTED INDEMNITY PROVISION

The Company maintained Directors’ liability insurance to protect them from
any loss to which the Directors of the Company might be liable arising from
their actual or alleged misconduct.

MANAGEMENT CONTRACTS

Other than the Directors’ service contracts and appointment letters, no
contract concerning the management and administration of the whole or
any substantial part of the business of the Group were entered into or in
existence as at the end of the year or at any time during 2023.
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LOAN OR GUARANTEE FOR LOAN
GRANTED TO THE DIRECTORS

During 2023, the Group had not made any loan or provided any guarantee
for any loan, directly or indirectly, to the Directors, senior management, its
ultimate controlling Shareholders or their respective connected persons.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN
SECURITIES

As at 31 December 2023, none of the Directors, the chief executive of the
Company or any of their associates had any interests or short positions in
the shares, underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ”)) (the “Associated Corporations”), which (a)
were required to be notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including interests and
short positions which they are taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein; or (c) were required
to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SECURITIES

So far as is known to any Director or the chief executive, as at 31
December 2023, the following corporations/persons had interests or short
positions in the shares and underlying shares of the Company as recorded
in the register required to be kept by the Company under section 336 of the
SFO, as being directly or indirectly interested or deemed to be interested in
5% or more of the issued share capital of the Company:
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Interests and short positions in the Shares and
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REZBZ=F+ZA=+—HRAR

underlying Shares of the Company as at 31 December TRH RHEERMPNVERZR AR
2023
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
EARAT
BERGR ERTRAE
Name g ERME HERGEE BABEI O
Wuxing City Investment HK KRBT (BE)BRAFC Beneficial owner 313,044,100 (L) 54.09%
Company Limited® ERBEEA
Huzhou Wuxing City Investment MMREHMREERE Interest of a controlled 313,044,100 (L) 54.09%
Development Group Co., Ltd.@ BRARA ~_corporation
XEEEER
Huzhou City Wuxing District BNTREEREEREE Interest of a controlled 313,044,100 (L) 54.09%
State-owned Capital Supervision B RISH L)@ corporation
and Management Service Centre® R EEER
Hwabao Trust Company Limited ZECHEEREMER Beneficial owner 72,625,000 (L) 12.55%
(as Hwabao Overseas Markets (EREERE NS ?x ) EmBEEA
Investment No. 2 QDI 2% %Z51132-8 1 QDI
Single Unit Trust Plan 32-8)¢! — &g f55tatE)o
Chongging Zhongxin Rongbang EEPHBBREFRD Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BRREE)O corporation
(Limited Partnership)® XEEEER
Tibet Zhongxin Ruiyin AETF BRI EEE Interest of a controlled 72,625,000 (L) 12.55%
Investment Management BRARE ~_corporation
Co., Ltd.® X EE R
China Innovative Capital RETRLEIE AR Interest of a controlled 72,625,000 (L) 12.55%
Management Limited® ERERAR ~_corporation
XEEEER
Beijing Zhonghai Jiacheng ERHEEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® ERERAAC __corporation
XEEE R
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Approximate

Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital™
EARAT
BFERG R ERITRA
Name 71 Bt E HERGE A BMAFA L
Zhonghai Shengfeng (Beijing) RESL(JLR)EAEE Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Co., Ltd.® BRARO __corporation
Ry NE L T
Chen Weizhong'* BRETH @ Interest of a controlled 53,594,750 (L) 9.26%
Corporation
RNE L T
Beneficial interest 2,682,000 (L) 0.46%
s
Key Shine Global Key Shine Beneficial owner 53,594,750 (L) 9.26%
Holdings Limited Global Holdings Limited EXHEAA
Ms. Xing Liyu®! TMBHEZ L6 Interest of spouse 56,276,750 (L) 9.72%
(B
Mr. Mao Huixin® FEMEEO Person having a security 52,000,000 (L) 8.98%
interest in shares
BEERHEREZHAL
MERIDIAN HARVEST LIMITED® MERIDIAN HARVEST LIMITED®  Person having a security 52,000,000 (L) 8.98%
*interest in shares
BEROERERHAL
SUPER SUN & MOON SUPER SUN & MOON Interest of a controlled 52,000,000 (L) 8.98%
CO., LIMITED® CO., LIMITED® ~_corporation
SRy NE L T
Osiris International Trustees Osiris International Trustees Interest of a controlled 52,000,000 (L) 8.98%
Limited® Limited™ __corporation
X EE R

(L): represents long position
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The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 31 December 2023.

These shares are held by Wuxing City Investment HK Company Limited.
Wuxing City Investment HK Company Limited is wholly owned by Huzhou
Wuxing City Investment Development Group Co., Ltd. (41 = Ei% i % &

% E A R 2 al), which is in turn wholly owned by Huzhou City Wuxing
District State-owned Capital Supervision and Management Service Centre (J#
MR EEHEEAREEERRRKF L) Accordingly, each of Huzhou
Wuxing City Investment Development Group Co., Ltd. (/1 5= Sk iy % & 2%
B & B AR A7) and Huzhou City Wuxing District State-owned Capital
Supervision and Management Service Centre (#/N T R B[R BB & AL EE
I B 7% 1 ) is deemed to be interested in the Shares held by Wuxing City
Investment HK Company Limited.

These shares are held by Hwabao Trust Company Limited (as Hwabao
Overseas Markets Investment No. 2 QDII Single Unit Trust Plan 32-8) (£ & {5
RAERTEEQR(ERAEERINTISRE 25 Z732-8 QDI E—E %
L &F ) (‘Hwabo Trust”), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (£ 2 F #gt % EH 0 (B
[ & %)) (“Chongqing Zhongxin (LLP)”), which is managed by Tibet
Zhongxin Ruiyin Investment Management Co., Ltd. (Fa %l & ¥ S FE & E EIE
B AT (“Tibet Zhongxin”).

Tibet Zhongxin is controlled by China Innovative Capital Management Limited
(FFELAIE A E I AR A A)) (“China Innovative Capital’), as to 100%.
China Innovative Capital is controlled by Beijing Zhonghai Jiacheng Capital
Management Limited (1t R /850 & A EE AR A7) (‘Beijing Zhonghai
Jiacheng”), as to 40.8%. Beijing Zhonghai Jiacheng is controlled by Zhonghai
Shengfeng (Beijing) Capital Management Co., Ltd. (F/8R L (dt R)E AR E R
A PR A 7)) (“Zhonghai Shengfeng”), as to 90.00%. By virtue of the SFO,
each of Zhonghai Shengfeng, Beijing Zhonghai Jiacheng, China Innovative
Capital, Tibet Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

The entire issued share capital of Key Shine Global Holdings Limited (“Key
Shine”) is legally and beneficially owned by Mr. Chen Weizhong. Chen
Weizhong is deemed to be interested in the shares held by Key Shine under
the SFO.

Ms. Xing Liyu is the spouse of Mr. Chen Weizhong. Under the SFO, Ms. Xing
Liyu is deemed to be interested in the same number of shares in which Mr.
Chen Weizhong is interested.
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6) Key Shine charged 52,000,000 Shares in favour of Meridian Harvest Limited
and Mr. Mao Huixin.

(7) These shares are held by MERIDIAN HARVEST LIMITED (“Meridian
Harvest”). Meridian Harvest is controlled by SUPER SUN & MOON CO.,
LIMITED (“Super Sun”) as to 100%. Super Sun is controlled by Osiris
International Trustees Limited (“Osiris”) as to 100%. By virtue of the SFO,
each of Super Sun and Osiris is deemed to be interested in the shares held by
Meridian Harvest.

Please note that the information stated above is based on the disclosure of
interest forms filed by the relevant parties and disclosed on the website of
the Stock Exchange, and the Company makes no representation as to the
accuracy, validity, correctness and completeness of the information stated
therein.

Save as disclosed above, as at 31 December 2023, the Company had not
been notified by any persons, other than Directors or chief executive, who
had interests or short positions in the Shares or underlying Shares which
would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.
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MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2023, the Group’s largest customer
accounted for 11.9% (2022: 12.4%) of the Group’s total revenue. The
Group’s five largest customers accounted for 24.5% (2022: 27.8%) of the
Group’s total revenue.

In the year ended 31 December 2023, the Group’s largest supplier
accounted for 7.4% (2022: 10.13%) of the Group’s total purchases. The
Group’s five largest suppliers accounted for 25.0% (2022: 37.66%) of the
Group’s total purchases.

To the knowledge of the Directors, none of the Directors or any of their
associates (as defined under the Listing Rules) or any Shareholders (which,
to the best knowledge of the Directors, owns more than 5% of the
Company’s issued share capital) has any beneficial interest in the Group’s
five largest suppliers or the Group’s five largest customers during the
reporting period of 2023.

EMPLOYEES

As at 31 December 2023, the Group had 528 full-time employees, as
compared to 535 employees as at 31 December 2022. The Group enters
into employment contracts with its employees to cover matters such as
position, term of employment, wage, employee benefits, liabilities for
breaches and grounds for termination. Remuneration of the Group’s
employees includes basic salaries, allowances, bonus and other employee
benefits and are determined with reference to their experiences,
qualifications, competence and general market conditions.

The emoluments payable to the Directors will depend on their respective
contractual terms under their employment contracts or service agreements
as approved by the Remuneration Committee and Nomination Committee,
having regard to the Company’s operating results, individual performance
and comparable market statistics. No Director should determine his or her
own remuneration.

Details of the Directors’ emoluments and emoluments of the five highest
paid individual in the Group are set out in notes 11 and 12 to the
consolidated financial statements in this annual report.
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RETIREMENT BENEFITS SCHEME

The Company participates in the Mandatory Provident Fund Schemes
(“MPF Schemes”) registered under the Mandatory Provident Scheme Fund
Ordinance. The contributions represent contributions payable to the MPF
Schemes by the Company in accordance with government regulations.

The employees employed in the PRC subsidiaries are members of the
state-managed retirement benefits schemes operated by the PRC
government. The PRC subsidiaries are required to contribute to the
retirement benefits schemes based on a certain percentage of their payroll
to fund the benefits. The only obligation of the Group with respect to these
retirement benefits schemes is to make the required contributions under the
schemes.

Contributions paid or payable for these retirement benefits schemes for the
year of 2023 are approximately RMB5.6 million (2022: RMB5.6 million). No
forfeited contributions are available to reduce the contribution payable by
the Group in future years.

CONNECTED TRANSACTION AND
RELATED PARTY TRANSACTIONS

The Directors consider that the related party transactions disclosed in note
36 to the financial statements of this annual report did not fall or were fully
exempted under the definition of “connected transactions” or “continuing
connected transactions” (as the case may be) in Chapter 14A of the Listing
Rules, and hence are not required to comply with any of the reporting,
announcement or independent shareholders’ approval requirements under
the Listing Rules.

CORPORATE GOVERNANCE

The Company places high value on its corporate governance practices and
the Board firmly believes that a good corporate governance practices can
improve accountability and transparency for the benefit of the Shareholders
of the Company.

The Company has adopted the Governance Code as its own code to
govern its corporate governance procedures. The Board also reviews and
monitors the practices of the Company from time to time to maintain and
improve a high standard of corporate governance practices.

The Company has complied with the code provisions set out in the
Governance Code in the year ended 31 December 2023. Information on
the corporate governance practices adopted by the Company is set out in
the Corporate Governance Report on pages 31 to 52 of this annual report.
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INDEPENDENCE OF EXTERNAL AUDITOR

The Audit Committee is mandated to monitor the independence of the
external auditor to ensure true objectivity in the consolidated financial
statements. All services provided by the external auditor are required to be
approved by the Audit Committee. To ensure that the policy of restricting
the non-audit work done by the external auditor is strictly adopted by all
entities within the Group, appropriate policies and procedures have been
established for approval of engagement of the Group’s independent
external auditor, Grant Thornton Hong Kong Limited, to provide services to
the Group.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group pursues a “diversity” strategy, aiming to provide customers with
better quality, healthy and safe natural brewing condiments products on the
basis of win-win cooperation with suppliers and employees. During the year
ended 31 December 2023, the Group strictly complied with relevant laws
and regulations, continued to improve our internal management system,
and passed the OHSAS 18001 Occupational Health and Safety
Management System Certification to fully protect employees’ occupational
health and safety. By increasing investment in team building and employee
training, the Group provides employees with competitive remuneration
packages and social security. The Group also continuously improves
employee communication and transparent promotion mechanism to provide
employees with a fair working environment while enhancing employees a
sense of belonging.

The Group is well aware of the importance of partnership and customer
relationship maintenance in the development and is determined to become
the preferred brand for consumers. On one hand, the Group actively
establishes a long-term cooperative relationship based on the principle of
responsible procurement to ensure a stable supply of raw materials. On the
other hand, the Group has enriched products’ structure, launched more
high-quality products that meet customers’ needs, and cooperated with
powerful distributors to actively increase the market share of our “Lao Heng
He” brand, market influence and customer loyalty. The Group always pays
close attention to and actively responds to the feedback and suggestions
from suppliers and customers, during the year ended 31 December 2023,
there were no significant or major disputes with our suppliers and/or
customers.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE

The Group continually reviews its environmental, social and governance
(“ESG”) efforts, corporate governance and risk management practices with
the aim of creating and delivering sustainable value to all stakeholders. The
Group has been exploring more efficient opportunities to reduce the
consumption of resources in order to reduce its impact on the environment.

A separate ESG report is expected to be published on the respective
websites of the Stock Exchange and the Company.

SUFFICIENCY OF PUBLIC FLOAT

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

COMPLIANCE WITH LAWS AND
REGULATIONS

Save as disclosed in this report, during the year, so far as known to the
Directors, there was no non-compliance with any relevant laws and
regulations which would have a material impact on the Group.

MATERIAL EVENTS AFTER THE
REPORTING PERIOD

There are no material subsequent events undertaken by the Company or
the Group after 31 December 2023.

AUDITORS

The Company’s former auditors, Ernst & Young, resigned as the auditors of
the Company with effect from 26 April 2021. Grant Thornton Hong Kong
Limited was appointed as the new auditors of the Company with effect from
12 May 2021 to fill the casual vacancy following the resignation of Ernst &
Young. For further details, please refer to the announcements of the
Company dated 26 April 2021 and 12 May 2021. Save for the above, there
had been no other changes in the Company’s auditors in any of the
preceding three years.
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At the annual general meeting of the Company held on 5 June 2023, it was
approved that Grant Thornton Hong Kong Limited was re-appointed as the
auditors of the Company for the year 2023, and the Board was authorised
to determine and approve their remunerations.

The consolidated financial statements of the Group for the year ended 31

December 2023 have been audited by Grant Thornton Hong Kong Limited.

On behalf of the Board

Chen Wei
Chairman

Hong Kong, 28 March 2024
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° Grant Thornton
2 [=]

To the members of Honworld Group Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Honworld Group
Limited (the “Company”) and its subsidiaries (together, the “Group”) set
out on pages 75 to 192, which comprise the consolidated statement of
financial position as at 31 December 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 year then ended, and notes to the consolidated financial
statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
20283, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs”) issued by the International
Accounting Standards Board (‘lASB”) and have been properly prepared in
compliance with the disclosure requirements of Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (‘HKSASs”) 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.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 2.2 in the consolidated financial statements,
which describes the principal conditions that raise doubt about the Group’s
ability to continue as a going concern. These events or conditions indicate
that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our opinion is not modified
in respect of this matter.
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KEY AUDIT MATTERS

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

Key Audit Matters
HARETSE

How our audit addressed the Key Audit Matters
HREFTSEEES PR NMELHD

Existence for inventories

FEFE

We identified the existence for inventories as key audit matter
due to the significance of the balance to the consolidated
financial statements and the involvement of risks of material
misstatement.

The Group has a significant balance of inventories and needs
to maintain its inventories at an appropriate level to meet the
future market and production needs. As at 31 December
2023, the inventory balance of the Group was approximately
RMB645,899,000, representing approximately 58% of the
Group’s total assets. The majority of the inventories were the
work in progress which are base wine and base soy sauce
amounted approximately RMB616,847,000. The existence of
base wine and base soy sauce could not be easily
substantiated via physical observation since it was massive in
quantity and this needs involvement of laboratory examination
to validate its chemical contents.

The disclosures of inventory provision are included in note 19
to the consolidated financial statements.
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Our audit procedures in relation to the existence for inventories
included the following:

o discussed with management and understood the
Group’s internal controls over the inventories;

o observed the Group’s physical stock-counts at the end
of the current reporting period which covered the major
types of the Group’s inventories, and randomly selected
certain inventory samples (the “Inventory Samples”)
during the observation and assessed the laboratory
examination results of the chemical contents of the
Inventory Samples from an independent third-party
examination agency (the “Laboratory Examination
Results”) engaged by us; and

° assessed the results regarding the independence and
competence of industry experts from the examination
agency (the “Experts”), and with the assistance of the
Experts assessed the reasonableness of (i) the input-
output ratios of the Group’s base wine with different
alcohol levels and base soy sauce, which represented
the proportional relations that exist between input
volumes of raw materials and output volumes of base
wine and base soy sauce, and (ii) the Laboratory
Examination Results.
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KEY AUDIT MATTERS (continued)

FAEEBTEEm

Key Audit Matter
BRESEE

How our audit addressed the Key Audit Matter
BREBISEEENTROMESHN

Provision for inventories

FERE

We identified the inventory provision as key audit matter due to
the significance of the balance to the consolidated financial
statements and the involvement of subjective judgement and
management estimates in inventory provision at the end of the
reporting period.

The Group has a significant inventory balance and needs to
maintain the majority of its base wine at an appropriate level for
a period over one year to meet the future production needs.
We focused on this area because the determination of
inventory provisions involved significant estimation of the net
realisable values (the “NRV”) of the inventories which were
influenced by assumptions concerning future sales and usage
and judgements in determining the appropriate level of
inventory provisions against identified surplus or obsolete
items.

The significant accounting judgements and estimates and
disclosures of inventory provision are included in notes 4.2(c)
and 19 to the consolidated financial statements.

BB FERERN SEREN TR RERABESRY
HeaMBHEAMEBEAARSHRZFERE L MIE
HIET & EIRE kAt o

EEBAAREFERABRATERE —FALHREAFE KA
7 58 4 15 08 K A B AR SR AR EE T 5K o T APIREIE
I EERRFERE S REFE R 2 FE ([A 2373
B1) MEAME - MR AR E M ERBRAREA R
EEREREINBRNARNBERNEEFTERBKTR
B I S 2 B % A ET

ERGTERENERSTHB RETURBES NG ST
SRR EE4.2(0) B 19 °

Our audit procedures in relation to the inventory provision
included the following:

° obtained an understanding on the internal controls and
process over inventory provision and how management
estimates the provision for inventories;

° reviewed the ageing of the Group’s inventories;

° assessed the Group’s assumptions used in the inventory
provision calculation by reviewing the basis, the rationale
and the consistency of the inventory provision policy;
and

° on a sampling basis, reviewed the NRV of inventories
with reference to selling prices achieved and cost to sell
after the financial year end.
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the 2023 annual report of the
Company, 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. We have nothing to report
in this regard.

RESPONSIBILITIES OF DIRECTORS 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 IFRSs
issued by the IASB 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 directors assisted by the Audit Committee are responsible for
overseeing the Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT
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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, in accordance with our agreed terms of engagements and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

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

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional 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.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

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.

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.
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INDEPENDENT AUDITOR’S REPORT
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

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.

Grant Thornton Hong Kong Limited
Certified Public Accountants

11™ Floor

Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong SAR

28 March 2024

Ng Ka Kong
Practising Certificate No.: PO6919
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Ak o 18 i B LAt 2 i WAL i R

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

2023 2022
—EZZ=F T
Notes RMB’000 RMB’000
Bt T AR¥ T AREFT
Revenue A 6.1 258,784 271,600
Cost of sales SHE KA (184,673) (196,784)
Gross profit EF 74,111 74,816
Other income and gains HAap g A K W 6.2 2,993 20,701
Selling and distribution expenses HE R&HEAS (95,194) (74,708)
Administrative expenses TBR X (47,133) (44,392)
Reversal of/(Provision for) BB IR, () FE
impairment losses, net 7 170 (23,182)
Other expenses HE R 8 (264,388) (235,663)
Finance costs B E B 10 (194,875) (203,911)
Loss before income tax BRFTEHATE B 9 (524,316) (486,339)
Income tax expense Fris R 13 - =
Loss for the year FAER (524,316) (486,339)
Loss per share attributable to ordinary AAFEEEZZTEA
equity holders of the Company EhERrRESE
Basic and diluted (RMB) ERREE(ARETT) 15 (0.91) (0.84)
Loss for the year FAEE (524,316) (486,339)
ltems that will be reclassified HEREH s BEBEENIER
subsequently to profit or loss
Exchange loss on translation of financial 28 /g 5N 2 75 81 75 3R &< 09
statements of foreign operations 5 EE (1,063) (3,930)
Total comprehensive expense FARHEMAXHARE
for the year (525,379) (490,269)

The notes on pages 82 to 192 are an integral part of these consolidated

financial statements.
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
SRR SNV

As at 31 December 2023 A -—E - =4+—-A=+—H

2023
—=—=
Notes RMB’000
Bt 5 AR®T T
ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant and equipment Y EN =S 16 258,114
Right-of-use assets ERAEEE 17(a) 46,960
Other intangible assets Bt &E 18 907
Prepayments, other receivables and TEfTFIA - HAtbfEUFRIA
other assets Hih&EE 21 3,865
309,846
Current assets MEEE
Inventories T8 19 645,899
Trade receivables JEWE SR8 20 20,775
Prepayments, other receivables TEFIAE - HitbERFRIE R
and other assets Hih&EE 21 126,167
Amounts due from related companies JRE s B Bt R B FR IR 22 246
Pledged deposits EEBFER 23 131
Cash and cash equivalents ReRFAEEZEEYD 23 10,124
803,342
Current liabilities nEEE
Trade payables BB S5IE 24 57,268
Other payables and accruals H b pEfT /TJ\IE\&HEE-I— 1H B 25 432,455
Other liabilities HEmBE 30 50,000
Amounts due to related companies JE T A e R B /TAIE\ 26 1,649
Amount due to immediate holding company &1 B £ i% A &) 708 27 453
Amount due to ultimate holding company B fx &I AE A &) ZUE 27 -
Interest-bearing bank and other borrowings &t 8 88 17 & £ b & 3% 28 2,806,293
Provision for loss on unauthorised RS ERREERE
guarantees 29 17,500
Tax payable FESTITE 72,408
3,438,026
Net current liabilities RBEEFEE (2,634,684)
Total assets less current liabilities BEERRBARS (2,324,838)
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2022

RMB’000
ARBETT

263,120
48,260
1,122

6,673

319,175

646,740
20,484

117,849
8,740
283
9,806

803,902

50,020
411,704
50,000
12,693
48,751
2,209,031

17,500
73,015

2,872,714

(2,068,812)

(1,749,637)




CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
A o A 5 IR DL 3R

As at 31 December 2023 R —E - =F+_-A=+—H

2023 2022
—=Z== —F-=

Notes RMB’000 RMB’000
Bt = AR%T T ARBTIT

Non-current liabilities FRBEME
Interest-bearing other borrowings TR HE fth fE K 28 2,187 2,533
Other long-term liabilities HREAAE 30 6,517 55,993
8,704 58,526
Net liabilities B8EFE (2,333,542) (1,808,163)

EQUITY s

Share capital & s 31 1,767 1,767
Reserves ] 32 (2,335,309) (1,809,930)
Total deficit B4k 5 (2,333,542) (1,808,163)

Chen Wei
BR{Z

Director

EE

Liu Jianbin
228
Director

EE

The notes on pages 82 to 192 are an integral part of these consolidated %582 & 192 B Wit A 44 M B MER — 25 ©

financial statements.
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

,&B/ﬁ‘jﬁgjﬁijﬁfgﬁbfié

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

Attributable to ordinary equity holders of the Company

AR EBERSEARE

Statutory Exchange
Share Share Merger Capital surplus  fluctuation - Accumulated Total
capital premium reserve reserve reserve reserve losses deficit
EE EX
BRE  ROEE AHREE  EAEE RHEE  RDEE  ZHEE  BALE
RMB'000 RMB'000 RMB'000  RMB'000  RMB'000 RMB'000 RMB'000  RMB'000
ARETL ARETT ARBTT ARETRT ARBTRT ARETR ARETT ARETR
(note 32) (note 32) (note 32)
(Mzrse)  (HEks2)  (MHaEs2)
At 1 January 2022 W-E-—%#—f—H 1,767 817,201 (1,000)* 7,008 24,262 24,0747 (2,191,201 (1,317,894)
Loss for the year FREE = = = = = - (486,339)  (486,339)
Other comprehensive FREMPARY :
expense for the year:
Exchange difference on REBINEBIBRE
translation of financial MELZE
statements of foreign
operations - - - - - (3,930) - (3,930)
Total comprehensive ENERAXTEE
expense for the year - - - - - (3,930) (486,339 (490,269)
At 31 December 2022 S
+ZA=1+—AH 1,767 817,201 (1,000)* 7,008 24,262 20,144 (2,677,540 (1,808,163)
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
Gt MRS B I 2

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

Attributable to ordinary equity holders of the Company

At 1 January 2023 W-E-=#—-f—H

Loss for the year FREE

Other comprehensive FREMZARY
expense for the year:

Exchange difference on REBINEBHE
translation of financial BERMERZS
statements of foreign
operations

Total comprehensive FREERX AR
expense for the year
At 31 December 2023 W-Z-=%#+-§
=1-H

*

AAREREEREAEL
Statutory  Exchange
Share Share Merger Capital surplus fluctuation Accumulated Total
capital  premium reserve reserve reserve reserve losses deficit
EE EX
BRE  BROBE GHRE EBEXHE BHEE  RBRE ZitER  BALE
RMB'000 RMB'000 RMB’000 RMB’000 RMB’'000  RMB’000 RMB’000  RMB’000
ARETRE ARETRT ARBTR ARETR ARETRT ARBTR ARETR ARETR
(note 32)  (note 32)  (note 32)
(WaE32)  (HaEs2)  (MiEEs2)

1,767

1,767

817,201*

817,201*

(1,000

(1,000)*

As at 31 December 2023, these reserve accounts comprise the consolidated

reserves of a debit amount of RMB2,335,309,000 (2022: debit amount of
RMB1,809,930,000) in the consolidated statement of financial position.

The notes on pages 82 to 192 are an integral part of these consolidated

financial statements.

7,003* 24,262"

20,144*

(1,063)

(1,063)

7,003* 24,262* 19,081*

(2,677,540)* (1,808,163)
(524,316)  (524,316)

(1,063)
(524,316)

(525,379)

(3,201,856)* (2,333,542)

. R-ZZE_=F+=_A=+—8 ZEHEEELHE
RAEMBRARANGEFEELSEARE
2,335309,000 L (ZE-Z—F : {ERLREBARK

1,809,930,0007T) °
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CONSOLIDATED STATEMENT OF

CASH FLOWS
HolemaR

For the year ended 31 December 2023 HE —T - =F+ - A=+—HItFE

Notes
P
Cash flows from operating activities  REEBHNHRESHE
Loss before income tax KR FT1S i Al 5 18
Adjustments for: oA B IEFEE
Depreciation of owned assets BEEENE 16
Depreciation of right-of-use assets FREEENE 17(a)
Finance costs A& B AR 10
Overdue interest expenses B BRI B 2
Interest income FLEUA 6.2
Amortisation of other intangible assets EfhfE & Es 18
Loss on disposals of items of property, HEWE - BER
plant and equipment REEEEE 16
Reversal of impairment loss on FEW B 5 R IB R E &R
trade receivables e 7
Impairment loss on prepayment and T8 - FR I8 K H b FE W R IE
other receivables BB E 1R 7
Reversal of impairment loss on amounts ~ Jf& Ug BB A &) 51 BB (E
due from related companies 18l 7
Written off of inventories FEMH 7
Impairment loss on right-of-use assets FRAEEERERIE 7
Unrealised exchange difference REMEH =58
Reversal of provision for inventories, net FEREREFE 19

Operating cash flows before

working capital changes
Decrease/(Increase) in inventories
Decrease/(Increase) in trade receivables
Decrease in prepayments,

other receivables and other assets
Increase in trade payables
Decrease in other payables and accruals
Increase/(Decrease) in other

long term liabilities

LEETEPHNKLERDR

Hmlm

FERD /(i‘ﬁﬂu

FEWE ZRIBR L,/ (15 hn)

i‘EﬁmIﬁ H At & W R IR B
/H\ﬁﬂﬁﬁ/ﬂw‘

e B 5 3R IAIE N
’rﬁlfﬁ IR N fEET IR BB

,Jﬂﬂﬁliﬁﬁ &, O 4)

Cash used in operations KERARSE
Interest received B IS

Income tax paid ENER

Net cash used in operating activities ETB T F R 2
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RMB’000
AR® TR

(524,316)

27,138
1,345
194,875
226,079
(18)

215

309
(577)
2,092

(2,092)
407
707

(3,038)

(76,874)
3,879
286

3,152
7,248
(39,841)

524

(101,626)
18
(607)

(102,215)

2022

RMB’000
ARBETT

(486,339)

27,387
1,300
203,911

(23)
310

504
(209)
1,979

(2,497)
23,909

4,130
(2,184)

(227,822)
(14,854)
(1,139)

14,958
11,868
(9,739)

©7)

(226,825)
23

(226,802)



CONSOLIDATED STATEMENT OF
CASH FLOWS

GOHEemER

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

Cash flows from investing activities

Purchase of property, plant and equipment

Decrease in pledged deposits

Increase in amounts due from related
companies

Net cash used in investing activities

Cash flows from financing activities
Proceeds from interest-bearing bank and
other borrowings
Repayment of interest-bearing bank and
other borrowings
Repayment of other liabilities
Interest paid
Principal portion of lease payments
Increase/(Decrease) in amounts
due to related companies
Net advances from a director
Net advances from immediate
holding company

Net cash from financing activities

Net increase/(decrease) in cash

and cash equivalents
Cash and cash equivalents at 1 January
Effect of foreign exchange rate changes

2023 2022
—=E2-= T
Notes RMB’000 RMB’000
P AR®T T ARBTIT
RETEHNESHRE
BEYX  KEIREE (20,002) (16,901)
BEEFEFES w&d\ 7 922
FEE Uiz P B A )RR IE 388 0
(2,607) (3,041)
REZBTAFEE (22,457) (19,020)
RETBHNEERE
FTRRIT R HE A B RETSRIE
219,000 311,388
BRI BRITREAMBRK
(40,000) (31,500)
BEAMEE (50,000) (33,000)
BARFLE (2,295) (12,723)
HENRAELH D (1,195) (888)
FE1H BB A RIZRIEIE A0 OF )
93 (4,732)
RKE—BEFHBFFE (&) @)
R B EARPE D B R B
453 -
BB FEEE R FRE 126,053 228,543
ReRESZEEY
®i, (Rd) FE 1,381 (17,279)
R—A—BMReRBEEEYD 9,806 31,015
EREHMTE (1,063) (3,930)

Cash and cash equivalents at
31 December

RT+-—A=+—HWEBEER
HEZEEY

9,806

The notes on pages 82 to 192 are an integral part of these consolidated 582 &= 192 B [i:F A%

financial statements.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2023 HE —T - =F+ - A=+—HItFE

82

CORPORATE INFORMATION

Honworld Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 December 2012 as an exempted company with
limited liability under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The Company’s
registered office address is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands and its principal
place of business in Hong Kong is located at Room A5, 7/F, China
United Plaza, 1008 Tai Nan West Street, Kowloon, Hong Kong. The
shares of the Company have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 28 January 2014 (the “Listing”).

The Company is an investment holding company. During the year,
the Company and its subsidiaries (the “Group”) were principally
engaged in the manufacture and sale of cooking wine as well as
condiment products under the brand name of “Lao Heng He” in the
People’s Republic of China (the “PRC”).

Pursuant to the loan agreement dated 24 March 2019 between an
independent third party (as the lender) and a wholly owned subsidiary
held by the former beneficial owner of the Group, Key Shine Global
Holdings Limited (“Key Shine”) (as the borrower), the loan included
shares as collateral, whereby Key Shine mortgaged the shares.

In September 2023, due to the continued occurrence of defaults
under the financing documents, CLSA Limited (F{Z B 2 &5 AR A
A]) exercised its rights under the financing documents for and on
behalf of Wuxing City Investment HK Company Limited* (“Wuxing
HK”) (R E§ 1& (F %) B R 2 7)) to enforce the share pledge and
transfer the pledged shares from Key Shine to Wuxing HK.
Immediately following the enforcement action, Wuxing HK becomes
the beneficial owner of the pledged shares.

In the opinion of the directors, the immediate holding company and
the ultimate holding company of the Company has changed to
Wuxing HK and Huzhoushi Wuxingqu State-owned Assets
Supervision and Administration Services Centre* (4 /1| T 2 f[& & &
& 7N BE B & 1R AR 75 P ) respectively, which were incorporated in
the PRC.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

CORPORATE INFORMATION (continues) 1.

As at 31 December 2023 and 2022, the Company had direct and
indirect interests in its subsidiaries, all of which are private limited

ANRIER @
R =FEK_FT-_—F+-_A=+—8 "
RENE AR EE B MBS

DHF_H»
S

= I| 4
i

liability companies (or, if registered outside Hong Kong, have %% M BRAREGB/LERRA A (FHNE
substantially similar characteristics to a private company incorporated BIRINER  WEERNEBTMA L 2FE
in Hong Kong). The particulars of principal subsidiaries are set out RAIEARER) - BEEETENBARFBEH
below: FET
Place of
incorporation/ Nominal value of
establishment and issued/registered Percentage of equity
Name place of operations share capital attributable to the Company Principal activities
BRI S B8,/ -
A1 REE S ZMRAEE AQXAEEEREIL  FEEHR
Direct Indirect
E# LiEE

Lao Heng He Group Limited Hong Kong  Hong Kong Dollar (“HK§”)1 100 - Investment holding
ZENEEERAT ¥ 1Az (Exl) REZR
Huzhou Chenshi Tianniang Industrial Co.,  PRC/Mainland China HK$14,250,000 - 100 Wholesale of condiment

Limited (‘Huzhou Chenshl”)* o __products
PNREABEZAR R B/ B i 14,250,000 7 EElNRIR
Huzhou Chengde Trading Co., Limited" PRC/Mainland China Renminbi (‘RMB”) - 100 Wholesale of condiment

1,200,000,000 __products
WINKER HERA RE/HER AEE(AR%]) 50K ot B
1,200,000,000 70

Zhejiang Changxing Sanhetang Trading PRC/Mainland China RMB500,000,000 - 100 Wholesale of condiment

Co., Limited* B _ products
FIRB=NEESERD FE/FERM  ARES500,000,0007T AR At B
Zhejiang Changxing Hengze Trading Co.,  PRC/Mainland China RMB150,000,000 - 100 Wholesale of condiment

Limited* B _ products
HIRAEZE SERAR FE/FERM AR 150,000,0007T AR At B
Huzhou Laohenghe Brewery Co., Limited ~ PRC/Mainland China RMB11,000,000 - 100 Manufacture and sale of

(“Huzhou Laohenghe ) B condiment products
BMEENRERR R HE/ B R AR #11,000,0007C RS M
Huzhou Laohenghe Wine Co., Limited" PRC/Mainland China RMB38,000,000 - 100 Manufacture and sale of

- B condiment products

HNZENBERR AT RE/EAN AR 38,000,0007C e RHE AR m
Shanghai Laohenghe Marketing PRC/Mainland China RMB5,000,000 - 100  Dormant

Management Qo., Ltd" (note (i) B o
HEZENTHERERD A () RE/EAN AR #5,000,0007T R
Lao Henghe (Hangzhou) Trading Co., Ltd.* PRC/Mainland China RMB5,000,000 - 100 Dormant

( e (i)

EﬂﬁﬂW@mn%ﬁ@uﬂ(Wa@) hE /A i AR #5,000,0007C 3 5T
Notes: ihg=s
[0) Incorporated on 26 April 2023. 0] M- -=FPAH - +/NHEMKL -
(ii) Incorporated on 25 April 2023. (ii) RZT—=FMA=-+HHAFEMKI -
“ The English translation of the names of the companies established in . B AR BB ECEEEER

the PRC is for reference only. The official names of these companies

are in Chinese.

The consolidated financial statements for the year ended 31
December 2023 were approved for issue by the Board of Directors

on 28 March 2024.
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2. SUMMARY OF MATERIAL

84

ACCOUNTING POLICIES

2.1 Basis of preparation

These annual consolidated financial statements have been
prepared in accordance with International Financial Reporting
Standards (“IFRSs”) which collective term includes all
applicable individual IFRSs, International Accounting Standards
(“lASs”) and Interpretations issued by the International
Accounting Standards Board (“lIASB”) and the applicable
disclosure requirements of the Companies Ordinance.

The consolidated financial statements also comply with the
applicable disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”).

The material accounting policies that have been used in the
preparation of these consolidated financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated. The
adoption of new or amended IFRSs and the impacts on the
Group’s consolidated financial statements, if any, are disclosed
in note 3.

The consolidated financial statements have been prepared on
the historical cost basis.

It should be noted that accounting estimates and assumptions
are used in preparation of consolidated financial statements.
Although these estimates are based on management’s best
knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. 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 4.

The measurement bases are fully described in the accounting
policies below.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.2 Going concern assumption

In preparing the consolidated financial statements, the directors
of the Company have given consideration to the future liquidity
of the Group in light of its net cash used in operating activities
of approximately RMB102,215,000 (2022: RMB226,802,000)
and net loss of approximately RMB524,316,000 (2022:
RMB486,339,000) incurred for the year ended 31 December
2023 and, as of that date, the Group had net current
liabilities of approximately RMB2,634,684,000 (2022:
RMB2,068,812,000), capital deficiency of approximately
RMB2,333,542,000 (2022: RMB1,808,163,000) and
accumulated losses of approximately RMB3,201,856,000
(2022: RMB2,677,540,000), respectively.

As at 31 December 2023, the Group’s total borrowings
comprising interest-bearing bank and other borrowings
amounting to approximately RMB2,808,480,000
(2022: RMB2,211,564,000), of which current borrowings
amounted to approximately RMB2,806,293,000 (2022:
RMB2,209,031,000) and approximately RMB1,863,275,000
(2022: RMB1,671,025,000) in principal amount were overdue
as disclosed in note 28 to the consolidated financial
statements, while its cash and cash equivalents amounted to
approximately RMB10,124,000 (2022: RMB9,806,000).

Despite of these circumstances, the consolidated financial
statements have been prepared on a going concern basis on
the assumption that the Group is able to operate as a going
concern for the foreseeable future. In the opinion of the
directors of the Company, the Group can meet its financial
obligations as and when they fall due within the next year from
the end of the reporting period, after taking into consideration
of the measures and arrangements that the Group has
implemented or is in the process of implementing as detailed
below:

° The immediate holding company, Wuxing HK, has
undertaken to provide continuing financial support to the
Group for a period of twelve months from the date of
approval of the consolidated financial statements by the
directors in order to maintain the Group as a going
concern;

22 BELKEREK

REHEGRERBHRERE  ERNEBES
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2.

86

SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.2 Going concern assumption (Continued)

° The Group is in negotiation with financial institutions for
the renewals of the Group’s short-term borrowings upon
expiry, new borrowings and applying for future credit
facilities. Up to the date of approval of these consolidated
financial statements, the Group’s major lenders, Huzhou
Wuxing Chengshi Tousi Fazhan Jituan Youxian Gongsi #
MRBE IR EZEREBGR DT (MR BT,
AN SR B R KRR B S B A IR A 7] (formerly known
as N R B mE AR FREBRAR) (‘FEAM”) and
N EEEGR AR (HERBE ) have shown
the positive support on the Group by not requiring the
Group to repay the loan of RMB203,305,000,
RMB1,998,748,000 and RMB275,987,000 and (2022:
RMB170,601,000, RMB1,683,214,000 and
RMB234,524,000) respectively and has undertaken to
provide new financing facilities of approximately
RMB150,000,000 (2022: RMB150,000,000) for a period
of twelve months from the date of approval of these
consolidated financial statements. Therefore, the directors
of the Company are confident that the entire borrowings
can be renewed upon expiration and future credit facilities
can be applied based on the Group’s past experience and

credit history; and

° The directors have evaluated all the relevant facts
available to them and made a business plan to improve
its liquidity by (i) monitoring the production activities in
order to fulfill the forecast production volume and meet
sales forecast, (ii) taking measures to tighten cost
controls over various production costs and expenses,

and (i) any feasible financial arrangement.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.2 Going concern assumption (Continued) 2.2 FEKE/RFKR @

2. EREFHREME @

The directors of the Company have reviewed the Group’s cash
flows forecast, prepared by management which covers a
period of twelve months from the end of the reporting period.
They are of the opinion that, taking into account the above-
mentioned plans and measures, the Group will have sufficient
cash resources to satisfy its working capital and other financial
obligations for the next twelve months from the end of the
reporting period after having taken into account of the Group’s
projected cash flows, current financial resources and capital
expenditure requirements with respect to the production
facilities and development of its business. Accordingly, the
directors are of the opinion that it is appropriate to prepare the
consolidated financial statements of the Group for the year
ended 31 December 2023 on a going concern basis.

Notwithstanding the above, significant uncertainties exist as to
whether the management of the Company will be able to
achieve its plans and measures as described above. Whether
the Group will be able to continue as a going concern would
depend upon the Group’s ability to generate adequate
financing and operating cash flows in the near future and obtain
the continuous financial support from its immediate holding
company and major lenders.

Should the going concern assumption be inappropriate,
adjustments may have to be made to write down the carrying
values of assets to their recoverable amounts, to provide for
any further liabilities that might arise, and to reclassify non-
current assets and non-current liabilities as current assets and
current liabilities, respectively. The effects of these adjustments
have not been reflected in the consolidated financial
statements.
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2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.3 Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2023. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the
ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

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

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

(b)  rights arising from other contractual arrangements; and
(c)  the Group’s voting rights and potential voting rights.

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

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company of the
Group and to the non-controlling interests, even if this results in
the non-controlling interests having a deficit balance. All intra-
group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group
are eliminated in full on consolidation.
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.3

2.4

Basis of consolidation (Continued)

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

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

Foreign currency translation

The consolidated financial statements are presented in RMB,
which is also the functional currency of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. at the end of
the reporting period, monetary assets and liabilities
denominated in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the reporting date retranslation of monetary assets and
liabilities at the end of the reporting period are recognised in
profit or loss.
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2. SUMMARY OF MATERIAL

90

ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation (Continued)

Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign
currency are not retranslated (i.e. only translated using the
exchange rates at the transaction date). When a fair value gain
or loss on a non-monetary item is recognised in profit or loss,
any exchange component of that gain or loss is also
recognised in profit or loss. When a fair value gain or loss on a
non-monetary item is recognised in other comprehensive
income, any exchange component of that gain or loss is also
recognised in other comprehensive income.

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a
currency different from the Group’s presentation currency,
have been converted into RMB. Assets and liabilities have been
translated into RMB at the closing rates at the end of the
reporting period. Income and expenses have been converted
into the RMB at the exchange rates ruling at the transaction
dates, or at the average rates over the reporting period
provided that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have been
recognised in other comprehensive income and accumulated
separately in the translation reserve in equity.

Goodwill and fair value adjustments arising on the acquisition of
a foreign operation on or after 1 January 2005 have been
treated as assets and liabilities of the foreign operation and
translated into Hong Kong dollars at the closing rates. Goodwiill
arising on the acquisitions of foreign operations before 1
January 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On the disposal of a foreign operation (i.e., a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or loss of significant influence over an associate that
includes a foreign operation), all of the accumulated exchange
differences in respect of that operation attributable to the
Group are reclassified to profit or loss. Any exchange
differences that have previously been attributed to non-
controlling interests are derecognised, but they are not
reclassified to profit or loss.
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2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.4

2.5

Foreign currency translation (Continued)

In the case of a partial disposal (i.e., no loss of control) of a
subsidiary that includes a foreign operation, the proportionate
share of accumulated exchange differences are re-attributed to
non-controlling interests and are not recognised in profit or
loss. For all other partial disposals (i.e., of associates not
involving a change of accounting basis), the proportionate
share of the accumulated exchange differences is reclassified
to profit or loss.

Property, plant and equipment and
depreciation

Property, plant and equipment (other than construction in
progress as described below) are initially recognised at
acquisition cost or manufacturing cost, including any cost
directly attributable to bringing the assets to the location and
condition necessary for them to be capable of operating in the
manner intended by the Group’s management, including costs
of testing whether the related assets are functioning properly.
They are subsequently stated at cost less accumulated
depreciation and accumulated impairment losses, if any.

Properties in the course of construction for production, supply
or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use.
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2. SUMMARY OF MATERIAL

92

ACCOUNTING POLICIES (continued)
2.5 Property, plant and equipment and

depreciation (Continued)

Depreciation is recognised so as to write off the cost of assets,
other than construction in progress, less their residual values
over their estimated useful lives, using the straight-line method,
as follows:

Buildings 5%
Machinery and equipment 5% to 20%
Furniture and fixtures 20% to 33'/,%

Motor vehicles 20%
Leasehold improvements QOver the lease terms

Accounting policy for depreciation of right-of-use assets is set
out in note 2.13.

Estimates of residual value and useful life are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is determined as
the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

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. The carrying amount of the replaced part is
derecognised. All other costs, such as repairs and
maintenance, are charged to profit or loss during the financial
period in which they are incurred.

Construction in progress represents property, plant and
equipment under construction, which are stated at cost less
any impairment losses, and are not depreciated. Cost
comprises the direct costs of construction during the period of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.6 Intangible assets (other than goodwill) and

6 BILEE (BRI KT

research and development activities
Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost. After
initial recognition, intangible assets with finite useful lives are
carried at cost less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on straight-line basis
over their estimated useful lives. Amortisation commences
when the intangible assets are available for use. The following
useful lives are applied:

Computer software 5 years

Intangible assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment losses.

The assets’ amortisation methods and useful lives are
reviewed, and adjusted if appropriate, at the end of each
reporting date.

Intangible assets, with finite and indefinite useful lives, are
tested for impairment as described below in note 2.18.

Research and development costs

Costs associated with research activities are expensed in profit
or loss as they incur. Costs that are directly attributable to
development activities are recognised as intangible assets
provided they meet the all of the following recognition
requirements:

(i) demonstration of technical feasibility of the prospective
product for internal use or sale;

(i) there is intention to complete the intangible asset and
use or sell it;

(i) ~ the Group’s ability to use or sell the intangible asset is
demonstrated;

(iv)  the intangible asset will generate probable economic
benefits through internal use or sale;
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.6 Intangible assets (other than goodwill) and
research and development activities (Continued)

Research and development costs (Continued)

(v)  sufficient technical, financial and other resources are
available for completion; and

(v)  the expenditure attributable to the intangible asset can
be reliably measured.

Direct costs include employee costs incurred on development
activities along with an appropriate portion of relevant
overheads. The costs of development of internally generated
software, products or knowhow that meet the above
recognition criteria are recognised as intangible assets. They
are subject to the same subsequent measurement method as
acquired intangible assets.

All other development costs are expensed as incurred.

2.7 Financial instruments
Recognition and derecognition

Financial assets and financial liabilities are recognised when the
Group becomes a party to the contractual provisions of the
financial instrument.

Financial assets are derecognised when the contractual rights
to the cash flows from the financial asset expire, or when the
financial asset and substantially all of its risks and rewards are
transferred. A financial liability is derecognised when it is
extinguished, discharged, cancelled or expires.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial assets
Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a
significant financing component and are measured at the
transaction price in accordance with IFRS 15 “Revenue from
Contracts with Customers” (‘IFRS 15”), all financial assets are
initially measured at fair value, in case of a financial asset not at
fair value through profit or loss (“FVTPL”), plus transaction
costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at
FVTPL are expensed in the consolidated statement of profit or
loss and other comprehensive income.

Financial assets, other than those designated and effective as
hedging instruments, are classified into the following
categories:

—  amortised cost; or
—  FVTPL
The classification is determined by both:

—  the entity’s business model for managing the financial
asset; and

— the contractual cash flow characteristics of the financial
asset.

All income and expenses relating to financial assets that are
recognised in profit or loss are presented within “other income
and gains” or “finance costs”, except for expected credit losses
(“ECLs”) of financial assets which is presented within
“impairment losses, net”.
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2. SUMMARY OF MATERIAL

96

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued)

Financial assets (Continued)

Classification and initial measurement of financial assets
(Continued)

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets
meet the following conditions (and are not designated as
FVTPL):

—  they are held within a business model whose objective is
to hold the financial assets and collect its contractual
cash flows; and

—  the contractual terms of the financial assets give rise to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost
using the effective interest method. Interest income from these
financial assets is included in “other income and gains” in profit
or loss. Discounting is omitted where the effect of discounting
is immaterial. The Group’s bank balances and cash, pledged
deposits, trade and other receivables and amounts due from
related companies fall into this category of financial
instruments.

Financial assets at FVTPL

Financial assets that are held within a different business model
other than “hold to collect” or “hold to collect and sell’ are
categorised at FVTPL. Further, irrespective of business model,
financial assets whose contractual cash flows are not solely
payments of principal and interest are accounted for at FVTPL.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial assets (Continued)

Classification and initial measurement of financial assets
(Continued)

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 elects to
designate the investment at FVOCI (non-recycling) such that
subsequent changes in fair value are recognised in other
comprehensive income and accumulated in “fair value reserve
— non-recycling” in equity. Such elections are made on an
instrument-by-instrument basis, but only be made if the
investment meets the definition of equity from the issuer’s
perspective.

The equity instruments at FVOCI are not subject to impairment
assessment. The cumulative gain or loss in “fair value reserve
— non-recycling” will not be reclassified to profit or loss upon
disposal of the equity investments, and will be transferred to
retained earnings.

Dividends from these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.
Dividends are included in the “other income and gains” in profit
or loss.
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2. SUMMARY OF MATERIAL

98

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued)

Financial liabilities
Classification and measurement of financial liabilities

The Group’s financial liabilities include trade and other
payables, amounts due to related companies, amount due to
immediate holding company, amount due to ultimate holding
company, other liabilities, interest-bearing bank and other
borrowings (included lease liabilities), other long-term liabilities
and provision for loss on unauthorised guarantees.

Financial liabilities (other than lease liabilities) are initially
measured at fair value, and, where applicable, adjusted for
transaction costs unless the Group designated a financial
liability at FVTPL.

Subsequently, financial liabilities (other than lease liabilities) are
measured at amortised cost using the effective interest method
except for derivatives and financial liabilities designated at
FVTPL, which are carried subsequently at fair value with gains
or losses recognised in profit or loss.

All interest-related charges and, if applicable, changes in an
instrument’s fair value that are reported in profit or loss are
included within “finance costs” or “other income and gains”.

Accounting policies of lease liabilities are set out in note 2.13.

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.

Honworld Group Limited Annual Report 2023

2. EREFHREME @

2.7 €T B @
=]
CREBHERE

AEENEREEERES REME
NHRE ENBEBARNRE ENE
BISE - B REERAF
RIE - EMAE - HRRTREME
R (BERHERE) HHRHAEER

BERA

REEEERERRE

TREEHERBRIN NFUARF
B2 RMER) R ZHAELT
HE BRELAKEETERAGERA

FEE ABE R BERS -

Btz 2mAE (HEABEKN) KA

ERMEEZRBHERAGE

BAFEFABSENITETARER
BENAFEETREANE HBH

FtAEE -

5 S AR B £ B 2 B R (H )
EEET 2B TALTEEDHH
L ZSETETT N SR

HERBENSFTRRANME2.13

B 5 REMENHIE

B REMENRBENSZERTE
BR - HRRAERM IR REHEK

AitE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial liabilities (Continued)

Interest-bearing bank and other borrowings (other than lease
liabilities)

Interest-bearing bank and other borrowings (other than lease
liabilities) are recognised initially at fair value, net of transaction
costs incurred. Interest-bearing bank and other borrowings
(other than lease liabilities) are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in profit or loss
over the period of the borrowings using the effective interest
method.

Interest-bearing bank and other borrowings (other than lease
liabilities) are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for
at least twelve months after the reporting date.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
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.
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2. SUMMARY OF MATERIAL

100

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets

IFRS 9’s impairment requirements use forward-looking
information to recognise ECL — the “ECL model”. Instruments
within the scope included loans and other debt-type financial
assets measured at amortised cost and trade receivables.

The Group considers a broader range of information when
assessing credit risk and measuring ECL, including past
events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the future
cash flows of the instrument.

In applying this forward-looking approach, a distinction is made
between:

— financial instruments that have not deteriorated
significantly in credit quality since initial recognition or
that have low credit risk (“Stage 1”); and

— financial instruments that have deteriorated significantly
in credit quality since initial recognition and whose credit
risk is not low (“Stage 2”).

“Stage 3” would cover financial assets that have objective
evidence of impairment at the reporting date.

“12-month ECL” are recognised for the Stage 1 category while

“lifetime ECL” are recognised for the Stage 2 category.

Measurement of the ECL is determined by a probability-
weighted estimate of credit losses over the expected life of the
financial instrument.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

2. SUMMARY OF MATERIAL 2. FEERBRBEw

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets (Continued)

2.8 eMEERE @

Trade receivables

For trade receivables, the Group applies a simplified approach
in calculating ECL and recognises a loss allowance based on
lifetime ECL at each reporting date. These are the expected
shortfalls in contractual cash flows, considering the potential for
default at any point during the life of the financial assets. In
calculating the ECL, the Group has established a provision
matrix that is based on its historical credit loss experience and
external indicators, adjusted for forward-looking factors specific
to the debtors and the economic environment.

To measure the ECL, trade receivables have been grouped
based on shared credit risk characteristics and the days past
due.

Other financial assets measured at amortised
cost

The Group measures the loss allowance for other receivables
equal to 12-month ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increase in the likelihood or risk of default occurring since initial
recognition.

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a
default occurring on the financial assets at the reporting date
with the risk of default occurring on the financial assets 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.
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2. SUMMARY OF MATERIAL

102

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets (Continued)

Other financial assets measured at amortised
cost (Continued)

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

— an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

—  significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread,
the credit default swap prices for the debtor;

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

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

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk 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 aforegoing, the Group assumes that the credit risk
on a debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low
credit risk at the end of each reporting period. A debt
instrument is determined to have low credit risk if it has a low
risk of default, the borrower has 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 fulfill its contractual cash flow obligations.

For internal credit risk management, the Group considers an
event of default occurs when 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 collateral held by the Group).
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.8

2.9

Impairment of financial assets (Continued)

Other financial assets measured at amortised
cost (Continued)

Detailed analysis of the ECL assessment of trade receivables
and other financial assets measured at amortised cost are set
out in note 39.2.

Financial guarantee contracts

For a financial guarantee contract, the Group is required to
make payments only in the event of a default by the debtor in
accordance with the terms of the instrument that is guaranteed.
Accordingly, the ECL is the present value of the expected
payments to the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from the holder, the
debtor or any other party.

Inventories

Inventories are carried at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in the
ordinary course of business less the estimated cost of
completion and applicable selling expenses. For condiment
products, cost is determined using the weighted average basis,
and in the case of work in progress and finished goods,
comprise direct materials, direct labour and an appropriate
proportion of overheads. It excludes borrowing costs.

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 as an expense in the period the
write-down or loss occurs. The amount of any reversal of write-
down of inventories is recognised as a reduction in the amount
of inventories recognised as an expense in the period in which
the reversal occurs.
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ACCOUNTING POLICIES (continued)

2.10Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand,
demand deposits with banks and short term highly liquid
investments with original maturities of three months or less that
are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value. For the
purpose of the consolidated statement of cash flows
presentation, cash and cash equivalents include bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.

2.11 Contract liabilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue
(see note 2.16). A contract liability would also be recognised if
the Group has an unconditional right to receive consideration
before the Group recognises the related revenue. In such
cases, a corresponding receivable would also be recognised
(see note 2.7).

2.12Financial guarantees issued

A financial guarantee contract is a contract that requires the
issuer (or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the terms of a
debt instrument.

Where the Group issues a financial guarantee, the fair value of
the guarantee is initially recognised as deferred income within
“trade and other payables”. The fair value of financial
guarantees is determined based on the present value of the
difference in cash flows between the contractual payments
required under the debt instruments and the payments that
would be required without the guarantee, or the estimated
amount that would be payable to a third party for assessing the
obligations. Where consideration is received or receivable for
the issuance of the guarantee, the consideration is recognised
in accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is received or
receivable, an immediate expense is recognised in profit or loss
on initial recognition of any deferred income.
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.12Financial guarantees issued (Continued)

Subsequently, financial guarantees are measured at the higher
of the amount determined in accordance with ECL under IFRS
9 as set out in note 2.8 and the amount initially recognised
less, where appropriate, the cumulative amount of income
recognised over the guarantee period.

2.13Leases
Definition of a lease and the Group as a lessee

At inception of a contract, the Group considers whether a
contract is, or contains a lease. A lease is defined as ‘a
contract, or part of a contract, that conveys the right to use an
identified asset (the underlying asset) for a period of time in
exchange for consideration’. To apply this definition, the Group
assesses whether the contract meets three key evaluations
which are whether:

—  the contract contains an identified asset, which is either
explicitly identified in the contract or implicitly specified
by being identified at the time the asset is made available
to the Group;

—  the Group has the right to obtain substantially all of the
economic benefits from use of the identified asset
throughout the period of use, considering its rights within
the defined scope of the contract; and

—  the Group has the right to direct the use of the identified
asset throughout the period of use. The Group assess
whether it has the right to direct ‘how and for what
purpose’ the asset is used throughout the period of use.

For contracts that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease and
non-lease component on the basis of their relative stand-alone
prices.
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ACCOUNTING POLICIES (continued)

2.13Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-
of-use asset and a lease liability on the consolidated statement
of financial position. The right-of-use asset is measured at cost,
which is made up of the initial measurement of the lease
liability, any initial direct costs incurred by the Group, an
estimate of any costs to dismantle and remove the underlying
asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any lease
incentives received).

The Group depreciates the right-of-use assets on a straight-
line basis from the lease commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of
the lease term unless the Group is reasonably certain to obtain
ownership at the end of the lease term. The Group also
assesses the right-of-use asset for impairment when such
indicator exists.

At the commencement date, the Group measures the lease
liability at the present value of the lease payments unpaid at
that date, discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, the Group’s
incremental borrowing rate.

Lease payments included in the measurement of the lease
liability are made up of fixed payments (including in-substance
fixed payments) less any lease incentives receivable, variable
payments based on an index or rate, and amounts expected to
be payable under a residual value guarantee. The lease
payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payment
of penalties for terminating a lease, if the lease term reflects the
Group exercising the option to terminate.

Subsequent to initial measurement, the liability will be reduced
for lease payments made and increased for interest cost on the
lease liability. It is remeasured to reflect any reassessment or
lease modification, or if there are changes in in-substance fixed
payments. The variable lease payments that do not depend on
an index or a rate are recognised as expense in the period on
which the event or condition that triggers the payment occurs.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.13Leases (Continued) 213E @)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee (Continued)

The Group remeasures lease liabilities whenever:

—  there are changes in lease term or in the assessment of
exercise of a purchase option, in which case the related
lease liability is remeasured by discounting the revised
lease payments using a revised discount rate at the date
of reassessment.

—  the lease payments changes due to changes in market
rental rates following a market rent review, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the initial
discount rate.

For lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised
lease payments using a revised discount rate at the effective
date of modification. The only exception is any rent
concessions which arose as a direct consequence of the
COVID-19 pandemic and which satisfied the conditions set out
in paragraph 46B of IFRS 16 “Leases”.

In such cases, the Group took advantage of the practical
expedient set out in paragraph 46A of IFRS 16 and recognised
the change in consideration as if it were not a lease
modification.

When the lease is remeasured, the corresponding adjustment
is reflected in the right-of-use asset, or profit and loss if the
right-of-use asset is already reduced to zero.

The Group has elected to account for short-term leases using
the practical expedients. Instead of recognising a right-of-use
asset and lease liability, the payments in relation to these leases
are recognised as an expense in profit or loss on a straight-line
basis over the lease term. Short-term leases are leases with a
lease term of 12 month or less.
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2. SUMMARY OF MATERIAL

108

ACCOUNTING POLICIES (continued)

2.13Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee (Continued)

Right-of-use assets are presented as a separate line on the
consolidated statement of financial position.

Refundable rental deposits paid are accounted for under IFRS
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.

Prepaid lease payments

Prepaid lease payments (which meet the definition of right-of-
use assets) represent the upfront payment for long-term land
lease in which the payment can be reliably measured. It is
stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated on
a straight-line basis over the term of the lease/right-of-use
except where an alternative basis is more representative of the
time pattern of benefits to be derived by the Group from use of
the land.

Sales and leaseback transactions

The Group as a seller-lessee

For a transfer that does not satisfy requirements as a sale in
accordance with IFRS 15, the transactions are in substance a
financing arrangement under IFRS 9. Therefore, the Group as a
seller-lessee accounts for the proceeds received as “other
borrowings — secured” within the scope of IFRS 9.
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2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.14 Provisions, contingent liabilities and

2143 AIARBEBRAAREE

contingent assets

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event, and
it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate of the
amount of the obligation can be made. Where the time value of
money is material, provisions are stated at the present value of
the expenditure expected to settle the obligation.

All provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate.

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 of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future uncertain
events not wholly within the control of the Group, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Contingent liabilities assumed in a business combination which
are present obligations at the date of acquisition are initially
recognised at fair value, provided the fair value can be reliably
measured. After the initial recognition at fair value, such
contingent liabilities are recognised at the higher of the amount
initially recognised, less accumulated amortisation where
appropriate, and the amount that would be recognised in a
comparable provision as described above. Contingent liabilities
assumed in a business combination that cannot be reliably fair
valued or were not present obligations at the date of acquisition
are disclosed as per above.

Probable inflows of economic benefits to the Group that do not
yet meet the recognition criteria of an asset are considered as
contingent assets.
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2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)
2.15Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have been
issued. Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction.

2.16 Revenue recognition

Revenue arises mainly from the sales of condiment products.

To determine whether to recognise revenue, the Group follows
a 5-step process:

1. Identifying the contract with a customer
2. |dentifying the performance obligations
3 Determining the transaction price

4. Allocating the transaction price to the performance
obligations

B Recognising revenue when/as performance obligation(s)
are satisfied

In all cases, the total transaction price for a contract is allocated
amongst the various performance obligations based on their
relative stand-alone selling prices. The transaction price for a
contract excludes any amounts collected on behalf of third
parties.

Revenue is recognised either at a point in time or over time,

when (or as) the Group satisfies performance obligations by
transferring the promised goods or services to its customers.
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.16 Revenue recognition (Continued)

Where the contract contains a financing component which
provides a significant financing benefit to the customer for more
than 12 months, revenue is measured at the present value of
the amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction with the
customer, and interest income is accrued separately under the
effective interest method. Where the contract contains a
financing component which provides a significant financing
benefit to the Group, revenue recognised under that contract
includes the interest expense accreted on the contract liability
under the effective interest method.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Sale of goods

Revenue from the sale of goods is recognised at the point in
time when control of the asset is transferred to the customer,
generally on delivery of the products.

Some contracts for the sale of products provide customers
with rights of return and volume rebates. The rights of return
and volume rebates give rise to variable consideration.

(@) Rights of return

For contracts which provide a customer with a right to
return the goods within a specified period, the expected
value method is used to estimate the goods that will not
be returned because this method best predicts the
amount of variable consideration to which the Group will
be entitled. The requirements in IFRS 15 on constraining
estimates of variable consideration are applied in order to
determine the amount of variable consideration that can
be included in the transaction price. For goods that are
expected to be returned, instead of revenue, a refund
liability is recognised. A right-of-return asset (and the
corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a
customer.
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2. SUMMARY OF MATERIAL
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ACCOUNTING POLICIES (continued)

2.16 Revenue recognition (Continued)

Sale of goods (Continued)
(b)  Volume rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased
during the period exceeds a threshold specified in the
contract. Rebates are offset against amounts payable by
the customer. To estimate the variable consideration for
the expected future rebates, the most likely amount
method is used for contracts with a single-volume
threshold and the expected value method for contracts
with more than one volume threshold. The selected
method that best predicts the amount of variable
consideration is primarily driven by the number of volume
thresholds contained in the contract. The requirements
on constraining estimates of variable consideration are
applied and a refund liability for the expected future
rebates is recognised.

Other income

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

2.17 Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.
Government grants are deferred and recognised in profit or
loss over the period necessary to match them with the costs
that the grants are intended to compensate.

Government grants relating to income is presented in gross

under “other income and gains” in the consolidated statement
of profit or loss and other comprehensive income.
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2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.18 Impairment of non-financial assets

218FERMEERE

The following assets are subject to impairment testing:

— Other intangible assets;

— Property, plant and equipment;

—  Right-of-use assets; and

— Interests in subsidiaries in the Company’s statement of
financial position

Other intangible assets with indefinite useful life or those not yet
available for use are tested for impairment at least annually,
irrespective of whether there is any indication that they are
impaired. All other assets are tested for impairment whenever
there are indications that the asset’s carrying amount may not
be recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of
fair value, reflecting market conditions less costs of disposal,
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessment of
time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from those
from other assets, the recoverable amount is determined for
the smallest group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result, some
assets are tested individually for impairment and some are
tested at cash-generating unit level.

Impairment losses recognised for cash-generating units, to
which goodwill has been allocated, are credited initially to the
carrying amount of goodwill. Any remaining impairment loss is
charged pro rata to the other assets in the cash generating unit
(“CGU”), except that the carrying value of an asset will not be
reduced below its individual fair value less cost of disposal, or
value in use, if determinable.
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2. SUMMARY OF MATERIAL

114

ACCOUNTING POLICIES (continued)
2.19 Employee benefits

Pension obligations

The Group has various defined contribution plans in
accordance with the local conditions and practices in the
municipalities and provinces in which they operate. Defined
contribution plans are pension and/or other social benefit plans
under which the Group pay fixed contributions into a separate
entity (a fund) and will have no legal or constructive obligations
to pay further contributions if the fund does not hold sufficient
assets to pay all employees benefits relating to employee
service in the current and prior periods. The contributions are
recognised as labour costs when they are due. Under the
defined contribution schemes, forfeited contributions could not
be used to reduce the existing level of contributions.

Bonus entitlements

The expected cost of bonus payments is recognised as a
liability when the Group has a present contractual or
constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made. Liabilities for bonus are expected to be settled within
twelve months and are measured at the amounts expected to
be paid when they are settled.

2.20Borrowing costs

Borrowing costs incurred, net of any investment income earned
on the temporary investment of the specific borrowings, for the
acquisition, construction or production of any qualifying asset
are capitalised during the period of time that is required to
complete and prepare the asset for its intended use. A
qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended use or
sale. Other borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of a
qualifying asset when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities that
are necessary to prepare the asset for its intended use or sale
are being undertaken. Capitalisation of borrowing costs ceases
when substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are complete.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes

2.21 Fﬁ SHOETRE

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to the
current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax rates
and tax laws applicable to the fiscal periods to which they
relate, based on the taxable profit for the year. All changes to
current tax assets or liabilities are recognised as a component
of tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable nor
accounting profit or loss and does not give rise to equal taxable
and deductible temporary differences.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future.
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2. SUMMARY OF MATERIAL
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ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes (Continued)

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies the
requirements in IAS 12 to the lease liabilities and the related
assets separately. The Group recognises a deferred tax asset
related to the lease liabilities to the extent that it is probable
that taxable profit will be available against which the deductible
temporary difference can be utilised and a deferred tax liability
for all taxable temporary differences.

Deferred tax is calculated, without discounting, at tax rates that
are expected to apply in the period the liability is settled or the
asset realised, provided they are enacted or substantively
enacted at the reporting date.

Changes in deferred tax assets or liabilities are recognised in
profit or loss, or in other comprehensive income or directly in
equity if they relate to items that are charged or credited to
other comprehensive income or directly in equity.

When different tax rates apply to different levels of taxable
income, deferred tax assets and liabilities are measured using
the average tax rates that are expected to apply to the taxable
income of the periods in which the temporary differences are
expected to reverse.

The determination of the average tax rates requires an
estimation of (i) when the existing temporary differences will
reverse and (i) the amount of future taxable profit in those

years. The estimate of future taxable profit includes:

— income or loss excluding reversals of temporary
differences; and

— reversals of existing temporary differences.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 #;

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes (Continued)

Current tax assets and current tax liabilities are presented in
net if, and only if,

(@  the Group has the legally enforceable right to set off the
recognised amounts; and

(o) intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@  the entity has a legally enforceable right to set off current
tax assets against current tax liabilities; and

(o)  the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend either to
settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

S o B 5 e A B

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.22 Related parties

For the purposes of these consolidated financial statements, a
party is considered to be related to the Group if:

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

U
(i

(i)

has control or joint control over the Group;

has significant influence over the Group; or

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

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

U

(i

(iii)

(V)

(Vi)

(vii)

(viii)

118

the entity and the Group are members of the same
group.

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

the entity and the Group are joint ventures of the
same third party.

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an
entity related to the Group.

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

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

the entity, or any member of a group of which it is
a part, provides key management personnel
services to the Group or to the parent of the
Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.22 Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

2.23 Right-of-return assets

A right-of-return asset is recognised for the right to recover the
goods expected to be returned by customers. The asset is
measured at the former carrying amount of the goods to be
returned, less any expected costs to recover the goods and
any potential decreases in the value of the returned goods. The
Group updates the measurement of the asset for any revisions
to the expected level of returns and any additional decreases in
the value of the returned goods.

2.24 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the executive directors for their
decisions about resources allocation to the Group’s business
components.

2.25Refund liabilities

A refund liability is recognised for the obligation to refund some
or all of the consideration received (or receivable) from a
customer and is measured at the amount the Group ultimately
expects it will have to return to the customer. The Group
updates its estimates of refund liabilities (and the corresponding
change in the transaction price) at the end of each reporting
period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE—ZE—=F+-_A=+—HILFE

3. ADOPTION OF NEW AND AMENDED 3.
IFRSs

New and amended IFRSs that are effective for
annual periods beginning on 1 January 2023

In the current year, the Group has applied for the first time the
following new and amended IFRSs, which are relevant to the Group’s
operations and effective for the Group’s consolidated financial
statements for the annual period beginning on 1 January 2023:

IFRS 17 Insurance Contracts and related
amendments
Amendments to IAS 1 and Disclosure of Accounting Policies

IFRS Practice Statement 2

Amendments to IAS 8 Definition of Accounting Estimates

Amendments to IAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction

Amendments to IAS 12 International Tax Reform —

Pillar Two Model Rules
The adoption of the new and amended IFRSs had no material impact

on how the results and financial position for the current and prior
periods have been prepared and presented.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

3. ADOPTION OF NEW AND AMENDED

IFRSs (Continued)
Issued but not yet effective IFRSs

At the date of authorisation of these consolidated financial
statements, certain amended IFRSs have been published but are not
yet effective, and have not been adopted early by the Group.

Amendments to IFRS 10 and Sale or Contribution of Assets
IAS 28 between an Investor and its
Associate or Joint Venture®

Lease Liability in a Sale and
Leaseback'’

Classification of Liabilities as Current
or Non-current and related
amendments?

Non-current Liabilities with
Covenants'

Supplier Finance Arrangements!

Amendments to IFRS 16

Amendments to IAS 1

Amendment to IAS 1

Amendments to IAS 7 and
IFRS 7

Amendments to IAS 21 Lack of exchangeability?

L Effective for annual periods beginning on or after 1 January 2024
2 Effective for annual periods beginning on or after 1 January 2025

8 Effective date not yet determined

The directors anticipate that all of the pronouncements will be
adopted in the Group’s accounting policy for the first period
beginning on or after the effective date of the pronouncement.
Information on amended IFRSs that are expected to have impact on
the Group’s accounting policies is provided below. Other amended
IFRSs are not expected to have a material impact on the Group’s
consolidated financial statements.
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3.
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ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IFRS 16 “Lease Liability in a Sale and
Leaseback”

The amendments specify that, in subsequent measurement of the
lease liability arising from a sale and leaseback transaction (where the
transaction qualifies as a sale under IFRS 15), a seller-lessee
determines “lease payments” and “revised lease payments” in a way
that does not result in the recognition of a gain or loss that relates to
the right of use it retains. It would reduce the lease liability as if the
“lease payments” estimated at the date of transaction had been paid.
Any difference between those lease payments and the amounts
actually paid is recognised in profit or loss. The amendments do not
prescribe a particular method of subsequent measurement. The
seller-lessee will need to develop and apply an accounting policy that
results in relevant and reliable information in accordance with IAS 8.

The illustrative examples to IFRS 16 have also been amended.
Example 24 now illustrates a sale and leaseback transaction with
fixed payments and above-market terms. A new Example 25
illustrates a sale and leaseback transaction with variable lease
payments that do not depend on an index or rate. The illustrative
examples also clarify that the liability, that arise from a sale and
leaseback transaction that qualifies as a sale applying IFRS 15, is a
lease liability.

Amendments to IFRS 16 are effective for annual reporting period
beginning on or after 1 January 2024 and are applied by seller-lessee
retrospectively to sale and leaseback transactions entered into after
the date of initial application of IFRS 16. Earlier application is
permitted. The directors of the Company expect that the
amendments have no material impact on the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

3. ADOPTION OF NEW AND AMENDED
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 1 “Classification of Liabilities as
Current or Non-current” (“2020 Amendments”) and
related amendments and Amendments to IAS 1 “Non-
current Liabilities with Covenants” (“2022
Amendments”)

The amendments provide further guidance to clarify how to classify
debt and other liabilities as current or non-current which are
summarised as follows:

° It clarifies that a liability is non-current if an entity has a right
(instead of unconditional right as stated before the
amendments) to defer settlement of the liability for at least
twelve months from the end of the reporting period. This right
has to be existed at the end of the reporting period, regardless
of whether the lender tests for compliance at the date or at a
later date;

o Any expectations about events after the reporting period do
not impact the assessment made at the end of the reporting
period as to the classification of the liability; and

o “Settlements” are newly defined as a transfer to the
counterparty that results in the extinguishment of the liability.
The transfer could be of cash, other economic resources (e.g.
goods or services), or entity’s own equity instruments. Thus, if
the counterparty conversion option is classified as liability under
IAS 32 “Financial Instruments: Presentation”, the transfer of
equity instruments by exercising the conversion option
constitute settlement of liability for the purpose of current or
non-current classification of liabilities. One exception to the
definition is that if the counterparty conversion option is
classified as equity in accordance with IAS 32, the transfer of
equity instruments by exercising the conversion option does
not constitute settlement of liability and would be disregarded
when determining whether the liability is current or non-current.

2022 Amendments issued in 2022 clarified that only covenants of a
liability arising from a loan arrangement, which an entity must comply
with on or before the reporting date (even if the covenant is only
assessed after the reporting date) affect the classification of that
liability as current or non-current. Those covenants to be complied
with after the reporting date do not affect such classification at the
reporting date.
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3. ADOPTION OF NEW AND AMENDED 3.
IFRSs (Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 1 “Classification of Liabilities as
Current or Non-current” (“2020 Amendments”) and
related amendments and Amendments to IAS 1 “Non-
current Liabilities with Covenants” (“2022
Amendments”) (Continued)

Besides, the 2022 Amendments required an entity to provide
additional disclosure when a liability arising from a loan agreement is
classified as non-current and the entity’s right to defer settlement is
contingent on compliance with future covenants within twelve
months.

The 2022 Amendments also deferred the effective date of the 2020
Amendments to the annual reporting periods beginning on or after 1
January 2024, in which both amendments are to be applied as a
package and apply retrospectively. Earlier application is permitted.

The directors of the Company expect that the amendments have no
material impact on the consolidated financial statements.

4. CRITICAL ACCOUNTING ESTIMATES 4.
AND JUDGEMENTS

The preparation of the Group’s consolidated financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the assets or
liabilities affected in the future.
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES 4. BR=: {45 & HE @
AND JUDGEMENTS (Continued)

4.1 Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the consolidated financial
statements:

G))

(b)

Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon the successful outcomes of the Group’s
plans and measures to strengthen its capital base and
liquidity. Details are explained in note 2.2 to the
consolidated financial statements.

Tax provision

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions. The
Group carefully evaluates the tax implications of
transactions and tax provisions are made accordingly.
The tax treatment of such transactions is assessed
periodically to take into account all the changes in tax
legislation and practices.

The tax legislation in relation to the over-provision of tax
charges in respect of prior years due to the accounting
errors on the financial performance of the Group incurred
in prior years as set out in note 2.1 of our auditor’s report
dated 28 September 2022 contained in the annual report
of the Company for the year ended 31 December 2020
is unclear. The Group engaged a Certified Tax Agents
and is in the process of issuing tax related assurance
report and applying for a private ruling to confirm the tax
legislation’s interpretation. Hence, the tax payable is
overdue and the Group considers it probable that a
surcharge for overdue tax payment to be payable and
has calculated on this basis. If the ruling is favourable,
this would decrease the Group’s tax payable, value
added tax payable and the provision of surcharge for
overdue tax payment. The carrying amounts of the value
added tax payable and the provision of surcharge for
overdue tax payment are set out in note 25.
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4. CRITICAL ACCOUNTING ESTIMATES 4. BB {45 & H & @)

126

AND JUDGEMENTS (continued)

4.2 Estimation uncertainty

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

(a) Useful lives and residual values of property,
plant and equipment

In determining the useful life and residual value of an item
of property, plant and equipment, the Group has to
consider various factors, such as technical or commercial
obsolescence arising from changes or improvements in
production, or from a change in the market demand for
the product or service output of the asset, expected
usage of the asset, expected physical wear and tear, the
repair and maintenance of the asset, and legal or similar
limits on the use of the asset. The estimation of the
useful life of the asset is based on the experience of the
Group with similar assets that are used in a similar way.
Additional depreciation is made if the estimated useful
lives and/or the residual values of items of property, plant
and equipment are different from the previous estimation.
Useful lives and residual values are reviewed at each
financial year end date based on changes in
circumstances. The carrying amounts of the property,
plant and equipment are disclosed in note 16 to the
consolidated financial statements.

Honworld Group Limited Annual Report 2023

4.2 fEFFAEERZR

RBEMREARRZEIERREE
ffhst 2 PHEEEZ EERIR > &E
T—EFBRFEANEERBERE
ESIBRAEAFHENAR IR TX

f -
(a) ¥ BERKZEHAEA
FRRFIEHEE

REEWE BEMEKHEEE D
AFERFEREFSRER  AEE
BEBZERZE  WEREERE
SR S| B T S P B -~ K
EmHEZzEENEMIRG &
ERE R E ZEENERE
AER - BRERIEERES -
ZEEMHBEBREREFERZE
EREESBEURS - ZEE/
AEAFRAGT IEREAEER
UG FEABEUEENL
o mWE BMELREEEN
G A EAFER L L EHEE
BRIRERTREE - Al 2 EL R
SNTEE o AT R F IR R FISREE
SREMREE LR B PRERE
MEBETEZ -WE BEK
BEZEEEEBERGS VR
KHIFE16 ©



NOTES TO

THE CONSOLIDATED

FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES 4. BR=: {45 & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

(b)

Impairment of property, plant and equipment
and right-of-use assets

The Group assesses whether there are any indicators of
impairment for property, plant and equipment and right-
of-use assets at the end of each reporting period.
Property, plant and equipment and right-of-use assets
are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset or
a CGU exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and its value
in use. The calculation of the fair value less costs of
disposal is based on available data from binding sales
transactions in an arm’s length transaction of similar
assets or observable market prices less incremental
costs for disposing of the asset (2022: the valuation
report from an independent qualified professional valuer
(the “Valuer”) determining appropriate valuation
techniques and key inputs for fair value measurements of
the Group’s property, plant and equipment and right-of-
use assets). When value in use calculations are
undertaken, management make assumptions about
future revenue, gross profit, operating expense and
capital expenditure. These assumptions relate to future
events and circumstances and the actual results may
vary. Determining the appropriate discount rate involves
estimating the appropriate adjustment for market. The
carrying amount of the property, plant and equipment
and right-of-use assets are set out in notes 16 and 17 to
the consolidated financial statements, respectively.
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4. CRITICAL ACCOUNTING ESTIMATES 4. BR=: {45 & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

128

(c)

@

Write-down of inventories to net realisable
value

Write-down of inventories to net realisable value is made
for those identified obsolete and slow-moving inventories
and inventories with a carrying amount higher than net
realisable value. The assessment of the provision
required involves management’s judgement and
estimates on which are influenced by assumptions
concerning future sales and usage and judgements in
determining the appropriate level of inventory provisions
against identified surplus or obsolete items. Whilst the
Group considers the valuation of inventories are the best
judgement and estimates, the ongoing COVID-19
pandemic have resulted in greater market volatility and
may affect the Group’s businesses, which have led to
higher degree of uncertainties in respect of the valuation.
Where the actual outcome or expectation in future is
different from the original estimate, such differences will
have impact on the carrying amounts of inventories and
the write-down/write-back of inventories in the period in
which such estimate has been changed. The carrying
amount of the inventories and the provision on
inventories are set out in note 19.

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries

The Group estimates the amount of ECLs of trade
receivables, other receivables and amount due from
related companies based on the valuations performed by
the Valuer. The Group uses a provision matrix to
calculate ECLs for trade receivables and individual
assessment for other receivables and amounts due from
related companies and subsidiaries.
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES 4. BR=: {45 & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

(d

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries
(Continued)

The provision rates are based on days past due for
groupings of various customer segments that have
similar loss patterns (i.e., by geography, product type
and customer type). The provision matrix is initially based
on the Group’s historical observed default rates. The
Group will calibrate the matrix to adjust the historical
credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross
domestic product) are expected to deteriorate over the
next year which can lead to an increased number of
defaults in the manufacturing sector, the historical default
rates are adjusted. At each reporting date, the historical
observed default rates are updated and changes in the
forward-looking estimates are analysed.

The individual assessment is by reference to the credit
rating, including the Group’s historical credit loss
experiences, adjusted for factors that are specific to the
debtors.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may
also not be representative of a customer’s actual default
in the future. The information about the ECLs on the
Group’s trade receivables, other receivables and
amounts due from related companies and subsidiaries is
disclosed in notes 20, 21, 22 and 42 to the consolidated
financial statements, respectively.
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4. CRITICAL ACCOUNTING ESTIMATES 4. BR=: {45 & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

130

(e)

Provision for loss on unauthorised
guarantees

In prior years, seven unauthorised guarantees were
entered with several financial institutions and creditors as
security for several loans granted to the Associates of the
former beneficial owner of the Group, Mr. Chen
Weizhong, as set out in note 29. Due to the failure of
repayment by the Associates of Mr. Chen Weizhong,
these creditors have commenced legal proceedings
against the Associates of Mr. Chen Weizhong as the
borrower and the Group as the guarantor. The court
hearings against the Group as the guarantor to five
creditors have completed and court hearings to two
creditors are suspended. The court judgements for the
completed court hearings has released the Group’s
liabilities on these unauthorised guarantees.

It is uncertain as to how much the borrowers will be able
to repay two creditors for the suspended court hearings.
Based on the legal advice, the Group had recognised a
provision of RMB17,500,000 which was the best
estimate of the Group on the probable cash outflow of
the obligations under the financial guarantee contracts of
the suspended court hearings for the years ended 31
December 2023 and 2022. Details are set out in note 29.
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5. OPERATING SEGMENT

INFORMATION

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

° The food segment that manufactures and sells condiment
products.

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

Information about major customers

Revenue derived from sales to individual customer amounting to 10
percent or more of the Group’s revenue for the reporting period is set
out in the following table:

REesHER

AEETERSFARMNEERBEE - 5LE
BinE AERERE-XKBEMLE BF
—fER 2L LD ERMT

s RENVAEERFEIRMS o

RN B 25 A S R B M B =P i
EHEM BASBEZHABMNERBDEE
BRI - R AR R B R B S RS 22 A
FERRBEN 2T ER

FREREEFZEHR
TREFIBERA - EARBRAES 210
A L AR 88 AT A -

2023 2022
—ZE_-= —E-—F
RMB’000 RMB’000
AR®T ARBFT

EEA

Customer A

.|!!! 33,558
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6. REVENUE, OTHER INCOME AND 6. WA Htlg AR Wz
GAINS
6.1 Revenue from contracts with customers 6.1 EFEHWE
An analysis of revenue is as follows: WA :
2023 2022
—ZE_-= —E-—F
RMB’000 RMB’000

ARBT T ARETT

Revenue from contracts with customers & P& #)U 2

Sale of goods HE ' m 271,600
()  Disaggregation revenue information () ZIKzmEH
2023 2022
—EBE-=F —E-—4F
RMB’000 RMB’000
AR®T ARBTIT
Type of goods EnESE
Condiment products K 271,600
Timing of revenue recognition Uy 25 e 52 BF
Goods transferred at a point in time RE—FEEENE D 271,600
The following table shows the amounts of revenue TRETRAREBRHAERE AR
recognised in the current reporting period that were HHYEHNEBETHNRGSEE -
included in the contract liabilities at the beginning of the
reporting period:
2023 2022
—E-=H —F-—
RMB’000 RMB’000

ARBT R ARETT

Revenue recognised that was included B #ERFT ARSI A 4
in contract liabilities at the beginning BER AR
of the reporting period:

Sale of goods HEE M 34,955
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6. REVENUE, OTHER INCOME AND
GA'NS (Continued)

6.1 Revenue from contracts with customers
(Continued)

(i)

Performance obligations

Information about the Group’s performance obligation is
summarised below:

Sale of products

The performance obligation is satisfied upon delivery of
the products and payment is generally due within 30 to
90 days from delivery, except for new customers, where
payment in advance is normally required.

6.2 Other income and gains

% 0 U 5 A B

=EFTA=T+T—HIFE

FE2EC

6. WA - g AR IR @

6.1 EFEHWE @)

BRIEE

A B S A0 & AL A R
W :

(i)

#HE Ean

BHEERNRXNERBRER
R —RAERX1EI0ZE 0K A F|
B mHEFRBESZREMNN

o
A °

6.2 HAtg A R W=

2023 2022
—E=-= — T —4F
RMB’000 RMB’000
AR®T T ARBFT
Subsidies received (note (a)) B Uk R (M5 (a) 2,114
Bank interest income RITHBEWA 23
Foreign exchange gain, net PE 5 Wz FE 13
Compensation income (note (b)) wAEWA (KL o) 14,200
Other interest income E A 2 A =
Others Eth 4,351
20,701
Notes: B =E
(@  The amount represents subsidies received from the relevant (8 ZeHEEXREFEEHEERNMHEL -
authorities in the PRC without any unfulfiled conditions. BEEARBITHGRME
()  During the year ended 31 December 2022, the Group ) BEZE-_—_F+-A=t+—HLHF
commenced litigations against suppliers for non-performance of B REAS HEFRBITEH
contracts and the court has required the defendants to pay the M HIRHEFR AR B EREER
compensation of RMB14,200,000 to the Group. REE T A R 14,200,000 7T H 85
BE -

— = —

— =
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7. (REVERSAL OF)/PROVISION FOR 7.
IMPAIRMENT LOSSES, NET

2023
—B-=f
RMB’000
AR T T

Net reversal of impairment loss on trade
receivables (note 20)

Impairment loss on prepayment and other
receivables, net of reversal (note 21)

Net reversal of impairment loss on amounts
due from related companies (note 22)

Impairment loss on right-of-use assets

Y E 55 RBE 1R R B E

(FfF7E20) (577)
T8 FRIE K H b UK IE R E 18

MBRAEE (FtzE21) 2,092
JE Uk BB A R FOIBF AR E S 1B

FE (H5E22) (2,092)

EREEEREREE(HE17()

(note 17(a)) 407
Written off of inventories (note 19) FEME(ME19) -
8. OTHER EXPENSES 8. HMpxX

2023

—®-=
RMB’000
AR¥T
Donations izt 134
Surcharge for overdue tax payment (note) B EA B AN AR (B 5E) 37,787
Overdue interest expense (note 28(e)) AR B (I EE28(e)) 226,079
Others HAb 388

Note: MEE -

The amount represented the provision of surcharge for overdue tax payment

to be imposed by the State Administration of Taxation in the PRC.

134 Honworld Group Limited Annual Report 2023

gﬁ%ﬁ(#ﬁ@)/ﬁﬁﬁ

2022
—E=-=

RMB’000

ARETT

(209)

1,979

(2,497)

23,909

23,182

2022
—E-—fF
RMB’000
ARBTIT

70
56,206
179,357
30

235,663
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok 7 A 205 A P

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

9. LOSS BEFORE INCOME TAX 9. BRITBHATEE
The Group’s loss before income tax is arrived at after charging/ REBBRATERATEE &M GEA) T
(crediting): 5| & I8 -
2023 2022
—E-= =
Notes RMB’000 RMB’000

B ARBT T ARETT

Costs of inventories sold ERLTFERA 184,673 196,784
Reversal of provision for inventories, net 1% & B {18 B )% B 19 (3,038) (2,184)
Depreciation of owned assets BEEEENE 16 27,138 27,387
Depreciation of right-of-use assets CREEENE 17(a) 1,345 1,300
Amortisation of other intangible assets ﬁﬁﬂﬂﬁﬁﬁﬁﬁﬁﬁ 18 215 310
Lease payments not included in the WEFAHEEFTEN
measurement of lease liabilities &I 17(d) 408 130
Auditor’s remuneration Z AN B & 2,040 3,550
(Reversal of)/provision for impairment ATEEZ BB ESIE (B m)
losses, net on: BfFE
— trade receivables — B E I8 7 (577) (209)
— prepayment and other receivables — TET I8 & E b e s E 7 2,092 1,979
— amounts due from related companies  — & UK BB A &) F0E 7 (2,092) (2,497)
— right-of-use assets — REEE 7 407 =
(170) (727)
Written off of inventories 7 & i 7 23,909
Employee benefit expenses EEBFFEXZ
(excluding directors’ remuneration): (TRRESEME)
— wages and salaries —ITE&EHS 36,839
— pension scheme contributions (note) ~ — R K& 5 &I 50 (Bt 7E) 5,639
42,478
Research and development costs DN 10,258
Donations B 8 70
Foreign exchange gain, net I w0 B 6.2 (13)
Note: P
As at 31 December 2023, the Group had no forfeited contributions available to ES* “;: =F+-A=+—B &K EE jthjj ik
reduce its contributions to the pension schemes in future years (2022: Nil). ; AR Q:A’ E f)’EéJﬁﬂﬂlif BRAEETEIMHR (=
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For the year ended 31 December 2023 HE T —=F+-_A=+—HIFE

10. FINANCE COSTS 10. @l & X 2
An analysis of finance costs is as follows: BEKARDHTIT :
2023 2022
—EBC-=F =
RMB’000 RMB’000

AR¥T T ARETT

Interest on bank loans RITE TS 746 _
Interest on other borrowings H b 18 R F & 193,897 203,598
194,643 203,598
Interest on lease liabilities HEBGEF L 232 313
194,875 203,911
- /= =
11. DIRECTORS’ AND CHIEF MNEERBRSITHAE 2N
EXECUTIVE’S REMUNERATION €
Directors’ and chief executive’s remuneration for the year, disclosed RIE AR A - 2 B HI 5 383(1) ik & A Al
pursuant to the Listing Rules, section 383(1) of the Companies (HEEZNRER BOE _FRENFE
Ordinance and Part 2 of the Companies (Disclosure of Information EERERITHRABHHAOT
about Benefits of Directors) Regulation, is as follows:
2023 2022
—E2-= T
RMB’000 RMB’000
ARET ARBFTT
Fees e 453
Other emoluments: HE e -
Salaries, allowances and benefits in kind e RUREYA = 810
Pension scheme contributions RIS B R 41
851
1,304
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok 7 A 205 A P

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

11. DIRECTORS’ AND CHIEF MNEERBESTHAEZM
EXECUTIVE’'S REMUNERATION € @
(Continued)
(@) Independent non-executive directors (@) BIUFHITEE
The fees paid to independent non-executive directors during FRNENBIIERNTESNHRSAN
the year were as follows:
2023 2022
—EBE-=F -
RMB’000 RMB’000

ARBT T ARETT

Mr. Shen Zhenchang IR & ST 60
Mr. Sun Jiong RERE 179
Mr. Ng Wing Fai R\ AE 214
453
There were no other emoluments payable to the independent HE-_ZT-_=FR=-F_—_F+=A
non-executive directors during the years ended 31 December =t —BHIEFERERMNBELIENT
2023 and 2022. EFNEMHE -
(b) Executive directors, non-executive directors (b) FITES - kHITESERES
and the chief executive THRAE
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
e 2R RikE
e ENRE sTEIMRR Mol
RMB’000 RMB’000 RMB’000 RMB’000

ARBT ARBT ARBT T ARBT

2023 =2==f

Chief executive and BETBAERYTES:
executive director:

Mr. Liu Jianbin EELE

Executive directors: HTEE !

Mr. Chen Wei BRERE

Non-executive director: FHTES:

Mr. Gu Wei (note (b)) BEEE (M)

Mr. Wu Hongping (note (c) RITF LA (M)
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FINANCIAL STATEMENTS
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For the year ended 31 December 2023 HE —T - =F+ - A=+—HItFE

11.

138

DIRECTORS’ AND CHIEF
EXECUTIVE’'S REMUNERATION

(Continued)

11.

(b) Executive directors, non-executive directors
and the chief executive (Continued)

BEENBRSITHRAE M
€ @

(b) BITES FHPTEERES
ITHEAE @)

Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
e 2K Rike
fikn BNz SRR Hees
RMB’000 RMB'000 RMB’000 RMB’'000
ARETT AREFTL AREFTL ARET T
2022 —E-CF
Chief executive and BETBAERHTES:
executive director:
Mr. Liu Jianbin Eljed gt - 360 26 336
Executive directors: HTEE:
Mr. Chen Wei BREERE - - - -
Mr. Sheng Mingjian (note () BRELE (@) - 450 15 465
- 450 15 465
Non-executive director: FHTEE:
Mr. Gu Wei (note (b)) BELE (D) = = = =
- 810 41 851
Notes: B 5E -
(@  Mr. Sheng Mingjian resigned as an executive director of the @ BEREER-ZT-__FA=-TNA

Group on 28 June 2022.

(b) Mr. Gu Wei resigned as a non-executive director of the Group
on 10 January 2023.

(©) Mr. Wu Hongping was appointed as a non-executive director of

the Group on 10 January 2023 and resigned as a non-executive
director of the Group on 21 December 2023.
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NOTES TO
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For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

11. DIRECTORS’ AND CHIEF
EXECUTIVE’'S REMUNERATION

(Continued)

(b) Executive directors, non-executive directors
and the chief executive (Continued)

There was no arrangement under which executive directors
waived or agreed to waive any remuneration during the years
ended 31 December 2023 and 2022.

No emoluments were paid by the Group to any directors as an
inducement to join or upon joining the Group or as
compensation for loss of office during the years ended 31
December 2023 and 2022.

12. FIVE HIGHEST PAID EMPLOYEES

The five highest paid individuals during the year included nil (2022:
one) director, details of whose remuneration are set out in note 11
above. Details of the remuneration of the five (2022: four) highest paid
employees who are neither a director nor chief executive of the
Company are as follows:

MNM.BEERESITHAE ZH
€ @

(b) BITES FHPTEERES
THAE @)
HE-_ZT-_=FK-_FT-_-_F+=-A
=+ BULFEMETINTESTE
It PR EE Bk R B R E R H BN A e Bk -

BEZT-_=GRK=-ZF=-_F+=A
=+—HLEFE  NEEWLEREM
ESYNMNE EREEMAXEH
I AN 5 [ I 2 A% ) ok BB 4 1 o

12. a2 REHESE

FR IEREFEERRTR (T
F-REF HMSFBHN EXHE
N ARARFEETHERITRABZR
H(ZFE_—F OB EeRHEENMEF

BT :
2023 2022
—EC-= —E-—F
RMB’000 RMB’000

AR¥T ARBTT

Salaries, allowances and benefits in kind e RUAENREYA S 1,527
Performance related bonuses FIRABRTEAL 730
Pension scheme contributions RIRE TR 46

2,303

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

MENFUATHBENFFESRIFRSTERA
BNESHFEEAZBNT :

2023 2022
—E-=F -

Nil to HK$1,000,000 £ % 1,000,000 7% 7T - 4
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

13. INCOME TAX EXPENSE 13. FR & BB

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operate. Pursuant to the rules and
regulations of the Cayman Islands, the Group was not subject to any
income tax in the Cayman Islands.

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 25% (2022: 25%) on
the taxable profits, based on the existing legislation, interpretations
and practices in respect thereof.

AEBARANEEK B R BIMEREEER
M EEEEMEE MR NE  RERE
EHATEH - RERSHESNRAITIER -
AEEBAANEMNHASESAER -

AEBEFEABEBHEEMESHRIEAR
BTER REREMNRHEE2% (=F
—F  26%) HERTUE N EH B

2023 2022
—E-=F -
RMB’000 RMB’000

AR¥TR ARETT

Current — PRC BVER — AR
Under-provision in respect of the prior year MAEFERED R
Total tax charge for the year FABBZ LB
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2023 &£ —Z —

13. INCOME TAX EXPENSE (continued)

14

A reconciliation of the income tax expense applicable to loss before
income tax at the statutory rate for the jurisdiction where most of the
Company’s subsidiaries are located to the tax expense at the
effective tax rate is as follows:

Loss before income tax b TS B AT ES 18
Tax at the statutory tax rate REEBEGFENTIE
Lower tax rate enacted 75 B A8 M D SR B

by the local authority
Tax effect of unrecognised
temporary differences

*ﬁ@ Eunﬁﬁ%gm@:ﬂﬁ%

Tax losses not recognised RERTIEE R

Tax effect of expenses not RBHME BANBRAX
deductible for tax purpose 2B e

Tax effect of income not taxable MBS BARTA
for tax purpose B2

Tax charge at the Group’s RASEERBESAEN
effective rate s

As at the reporting date, the Group has not recognised deferred tax
assets in respect of tax losses and deductible temporary differences
of approximately RMB1,552,655,000 (2022: RMB1,062,307,000)
and RMB49,305,000 (2022: RMB45,793,000), respectively. Of the
total unrecognised tax losses, approximately RMB1,552,655,000
(2022: RMB1,062,307,000) may be carried forward for five years
from the year of incurring the loss, and the remaining unrecognised
tax losses have no expiry dates. No deferred tax asset has been
recognised in respect of those tax losses and deductible temporary
differences due to the unpredictability of future profit streams.

DIVIDENDS

No dividend has been paid or declared by the Company during the
years ended 31 December 2023 and 2022, nor has any dividend
been proposed since the end of the reporting period.

% 0 U 5 A B

=EFTA=T+T—HIFE

13. TS B X w
AR QR KES DB A B BT E Bl A # &8
EEMEFENBRASHRAIBEERNRE
A AR ERH R ENT A HERD
N

2023 2022

:E:E =
RMB’000 %  RMB’000 %
AR¥T T % ARMETIT %

(524,316) (486,339)

(131,079) (121,585) 25.0
454 201 0.0
878 1,969 0.4)

122,586 102,410 21.1)
9,661 18,735 3.9

(2,500) (1,730) 0.4
RBEEBH AXEBRFELANHDARE

14.

EEMBERR AR

1,652,655,000c (ZZE=-—F : ARK
1,062,307,000 7T ) K& A & #& 49,305,000 7T (=
T F: AR 45, 793 0007T) Ay 118 /&
BEANMBERZERRECEREELEE - ¥
K EREN E TEIEEHE:P AR
1,552,655, 00075 (ZZEZZF: AR®
1,062,307,0007T) AI A E £ 1B F E T
FiEw Mg T RERHIEEEERERB
HY o B PR VA TERI SR TR0 A SO - el R gk
ZEHIEE BRI HIR T = ERREER
BEE -

ke

ARV ERNIERBE-_S-_=ZFK=
T F+_A=+—HIEFERNKRE B
B REBHRARTEIR S EMEE o

—E-SFER
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For the year ended 31 December 2023 HE —T - =F+ - A=+—HItFE

15. LOSS PER SHARE ATTRIBUTABLE 15. X AR EBEREAEAE
TO ORDINARY EQUITY HOLDERS OF HEREE
THE COMPANY

The calculation of the basic loss per share amount is based on the ERENSESENTENERAAR LB
loss for the year attributable to ordinary equity holders of the =B AEGETFABEREFAEETER
Company, and the weighted average number of ordinary shares of F% hn#E S 5 2 578,750,000/% (=T = —
578,750,000 (2022: 578,750,000) in issue during the year. 578,750,000 i%) °
2023 2022
—E-=5F =
RMB’000 RMB’000

AR¥TR ARETT

Loss attributable to ordinary equity holders RRREBERFEE ABLERE

of the Company (RMB’000) (AE®ETFT) 524,316 486,339
Weighted average number of ordinary shares 2 217 & 3@ AR INHE S 5 £ (F %)

in issue (in thousands) 578,750 578,750
Loss per share attributable to ordinary AAREREEREEARLERER

equity holders of the Company

— Basic and diluted (RMB) — ERREE(ARET) 0.84
No adjustment has been made to the basic loss per share amounts HREBE_S_=FRrR-_T=-__F+=A
presented for the years ended 31 December 2023 and 2022 in =t HIEFEYEABETEESHENE
respect of a dilution as the Group had no potentially dilutive ordinary TEER - WASENERETEMEBEF
shares in issue during those years. E2INERERGESBEL AR -
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For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT 16. Y% BER®E

Machinery
and Furniture Motor Leasehold ~ Construction
Buildings ~ equipment  and fixtures vehicles improvements in progress Total
BT HERRE HBARRE RE HENEEE HRIE @zt

RMB000 ~ RMB000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000
AE®TR ARMTR AR®TR AR®Tr ARETn  ARRTn  AR¥TR

31 December 2023 ZEC=E+ZAZ1-H

At 1 January 2023: RZZE-=F-f—-A:

Cost KA 229,580 188,204 7,552 4,348 15,990 471,682
Accumulated depreciation ZHME (79,348) (107,162) (6,021) (3931) (12,100) (208,562)
Net camying amount FAFE 150,232 81,042 1,531 47 3,890 263,120
At 1 January 2023, net of RZB-=£-f—-H"

accumulated depreciation NRZ:HE 150,232 81,042 3,890 263,120
Adaftions hE 9,230 3,211 - 22,441
Disposals EE - (103) (198) (309)
Depreciation provided ERRERE

during the year (12,004) (12,995) (1.554) (27,138)
Transfers L 160 1,084 1 (1,977) -

At 31 December 2023, net of RZB-=%

accumulated depreciation T-A=t-A"
k2518 147,618
At 31 December 2023; R-EZ=%
t-A=1-H:
Cost A 238,970 192,335 1,126 4,721 16,503 493,707
Accumulated depreciation ZitE (91,352) (120,096) (6,444) (4,047) (13,654) (285,593)
Net carrying amount REFE 147,618 72,239 1,282 680 2,849 33,446 258,114
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥1% - BE KX fE @

(Continued)
Machinery
and Furniture Motor Leasehold  Construction
Buildings equipment  and fixtures vehicles  improvements in progress Total
BF HERR Ve A2 HEMFEE ffEIRE a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR  ARETT ARETR  ARETR  ARETT  ARETx
31 December 2022 “ECCETA=1-H
At 1 January 2022: R-F-"%-A-B:
Cost A 221,665 181,611 7,118 4,09 16,461 23,416 454,563
Accumulated depreciation ZitE (68,636) (93,027) (5,493) (3479 (10,546) - (181,175)
Net carrying amount REEE 163,029 88,584 1,625 819 5,915 23,416 273,388
At 1 January 2022, net of R_F__%-F-B:
accumulated depreciation bl 153,029 88,584 1,625 819 5,915 23,416 273388
Additions RE 2,228 5975 441 56 - 8,923 17,623
Disposals RE - (497) ") - - - (504)
Depreciation provided ERRERE
during the year (10712 (14,135) (528) (458) (1,554) - (27,387)
Transfers g% 5,687 1,115 - - (n) (6,331) -

At 31 December 2022, net of S

accumulated depreciation +-R=1+-8"
NRZ:HE 150,232 81,042 1,531 47 3,890 26,008 263,120
At 31 December 2022: i —
TZA=+-R:
Cost KA 229,580 188,204 7,552 4,348 15,990 26,008 471,682
Accumulated depreciation ZitE (79,348) (107,162) (6,021) (3,931) (12,100 - (208,562)
Net carrying amount REFE 150,232 81,042 1531 47 3,800 26,008 263,120
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes:

(@) As at 31 December 2023, certain of the Group’s buildings and
machinery and equipment with an aggregate net carrying amount of
approximately RMB189,337,000 (2022: RMB211,737,000) were
pledged to secure other borrowings granted to the Group (note 28(f)).

(b) The Group assessed the recoverable amount of the property, plant and
equipment, determined on the basis of its fair value less costs of
disposal and its value in use. The calculation of the fair value less costs
of disposal and is based on available data from binding sales
transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing of the
assets and the management determined that the recoverable amounts
of property, plant and equipment exceeded their carrying amounts
(2022: the Group had engaged the Valuer to perform impairment
assessment on the property, plant and equipment and the Valuer
determined that the recoverable amounts of property, plant and
equipment exceeded their carrying amounts). As a result, no impairment
loss had been recognised for the years ended 31 December 2023 and
2022.

LEASES

The Group as a lessee

The Group has lease contracts for various items of plant and
machinery and leasehold land used in its operations. Lump sum
payments were made upfront to acquire certain parcels of leased
land with a term of 50 years, and no ongoing payments will be made
under the terms of these land leases. Leases of plant and machinery
generally have lease terms within 11 years (2022: between 1 and 12
years). Generally, the Group is restricted from assigning and
subleasing the leased assets outside the Group.

16. % - RERRZRE®

B AE -

@ WKR-ZE—ZF+-—A=+—8 AEEEKH
BREFES £ ARK189,337,0007T (=
T — 4 ARME211,737,0007T) K& T2
FAMES M EARNEERTEREME
FEFER (M =E28(7) °

) AEBETEHEDE BEEIBHIRES
B IRBEEATFERLERAREFERE
EET - ;tEATFER B EXARNTHIRBEIE
ERAFERZHPENKRINBEERHBER
Bk A B R TIS E AR R S A E A1 2 K
AEtE - BAEMEEYE  BERZED
ANESEBAEERE(ZTE__F &K
SEEREGEMEDE  BERIEET
BB - BAEMEEYE  BER&E
mA ke eEBAEREE) - At - &%
—E=FRZFE_ZF+=ZRA=+—H
1F4F 0 B RORL (B S 18 o

17. &

REBFERFEBEA

AEERESEREI#EEENREAD
UERBELHELERSR AEEETEL—
WM —SEHE - UERETHE L
ABHEB0F - M S IREIE LA E KR
BEMNZ - BMEREEEENHEPRBAEN
FHEFE(ZEZZF 1E212F) - — KM
T ALERNBRAAEE AN EE R ERE
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For the year ended 31 December 2023 HE T —=F+-_A=+—HIFE

17. LEASES (Continued) 17. *H%E. (&)
The Group as a lessee (Continued) AEEERAMEA @
(a) Right-of-use assets (a) EHEELE
The carrying amounts of the Group’s right-of-use assets and AEEFRAEEENREERFAZ
the movements during the years are as follows: R

Prepaid Warehouse,

land lease plant and

payments machinery Total
ST 2E -
HERE B R Es st
RMB’000 RMB’000 RMB’000

ARBT T AR¥T ARBTT

As at 1 January 2023 R-_ZE-_=F—H—H 48,260
Additions NE -
Depreciation charge MERX (1,300)
Impairment loss for the year FRREEE -
As at 31 December 2023 R-ZB-=F

+=A=+—-8
As at 1 January 2022 RZZE=-_=—F—HF—H 49,560 - 49,560
Depreciation charge FEMX (1,300) - (1,300)
As at 31 December 2022 i e

+=-A=+—H” 48,260 - 48,260
Leasehold land of the Group with an aggregate carrying AEBR-_ZE-_=F+=-—A=+—8H
amount of approximately RMB46,960,000 (2022: 2 HBEREE A A R 46,960,000 7T (=
RMB48,260,000) as at 31 December 2023 has been pledged T = —F: AR¥48,260,0007T) K97
to secure other borrowings granted to the Group (note 28(f)). ET-HEEER UERAEEER

RO E At 18 3 (FT5E 28(F) °
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For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

17. LEASES (Continued) 17. *H%E. (&)
The Group as a lessee (Continued) AEEERAMEA @
(b) Lease liabilities (b) HEERE
The carrying amount of lease liabilities (included under interest- FRNEEEE (BEGF BRITREAME
bearing bank and other borrowings) and the movements during FOBBREERSESHET ¢

the year are as follows:

2023 2022
—E-= —E-—F
RMB’000 RMB’000

AR¥T ARETT

Carrying amount at 1 January R—A—BREEE 3,841 4,729
Addition arising from a new lease NEEEERNRE 452 =
Accretion of interest recognised FRE R BIL N

during the year 232 3il3
Payments (BE (1,427)
Carrying amount at 31 December R+ A=+—B8REE 3,008 3,841
Analysed into: DA

Current portion BN AL 1,308

Non-current portion EmBIEL D 2,533
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For the year ended 31 December 2023 HE T —=F+-_A=+—HIFE

17. LEASES (Continued) 17. *H%E. (&)
The Group as a lessee (Continued) AEEERAMEA @
(b) Lease liabilities (Continued) (b) FHEEE (#)

The following table shows the remaining contractual maturities
of the Group’s lease liabilities:

TRITAEEHERBER TAOFH:

2023 2022
—E-= —E-—F
RMB’000 RMB’000

AR¥T ARETT

Total minimum lease payments: IEBENRAEE -
Due within one year —F AR 1,557
Due in the second to fifth years FE_EZFERFIH 2,757
Due after the fifth year ERF&EIH 81
Less: Future finance charges W AREEEERE T

on lease liabilities (554)
Present value of lease liabilities HEBENEE 3,841
Present value of minimum lease payments: &K & F3IR(E :
Due within one year —4F (N 5 5 1,308
Due in the second to fifth years FE_EFRFERH 2,499
Due after the fifth year FRFREE 34
Less: Portion due within one year B mBBEE TN —FR

included under current liabilities E|HAR FB o (1,308)
Portion due after one year included ERBEEET —F1&

under non-current liabilities Bk 5s) 2,533

The maturity analysis of lease liabilities is disclosed in note 39.3
to the consolidated financial statements.

As at 31 December 2023, lease liabilities amounting to
approximately RMB3,098,000 (2022: RMB3,841,000) are
effectively secured by the related underlying assets as the
rights to the leased asset would be reverted to the lessor in the
event of default by repayment by the Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

17. LEASES (Continued) 17. *E.%E. (#&)
The Group as a lessee (Continued) AEBIEREBEA @
(c) Details of the lease activities (c) FHEXKFIE
As at 31 December 2023, the Group has entered into leases RZZEZ=F+=ZA=+—H ' 4A&
for warehouse, plant and machinery. EREE  ME RS HLY o
Financial statements Range of
Types of items of right-of-use Number of remaining
right-of-use assets assets included in leases lease term  Particulars
FAUNTHEENERAEEE
CREEEER WETi|RKIEE HEHE FEEEER &
Warehouse, Warehouse, plant and 9(2022: 9) 1to6years No extension option or termination
plant and machinery machinery in (2022: 1 to option would be exercised at the
“right- of-use assets” 7 years) lease commencement date.
BE - B R [fEREERE]E T 9 1E26F GEHERKRBTSTEEMNERRE
BE - B KR (ZTZZF:9) (ZZ2_—%: AR A o
1274%)
(d) The amounts recognised in profit or loss in relation to leases (d) EHREFERERPERNSENOT :

are as follows:

2023 2022
—E2-= —_F-—

RMB’000 RMB’000
ARBT T ARETT

Interest on lease liabilities HEAEFS 313
Depreciation charge of right-of-use assets  {FREEETEF X 1,300
Expense relating to short-term leases BRARBEENRX
(included in cost of sales) (BT ASEERA) 130
Total amount recognised in profit or loss RIB R TERR 4B 1,743
(e) The total cash outflow for leases is disclosed in note 33(c) to (e) HEMREMLRREELS M B ]MEK
the consolidated financial statements. B 3 33(c) 4 F& ©
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18. OTHER INTANGIBLE ASSETS 18. Hth BT E=E
Patent and Computer
licences software Total
ER KA e st
RMB’000 RMB’000 RMB’000
ARBF T ARETFT AREETTT

31 December 2023

Cost at 1 January 2023, net of

= e

RZZZ=F—A—B2Zl~E"

accumulated amortisation BB 2518 55
Amortisation provided during the year AT sHiE##

At 31 December 2023

R=B==%+=-A=+-H

At 31 December 2023

R-ZB-=f+=F=+—H

Cost PR 2,275
Accumulated amortisation RETHH (1,368)
Net carrying amount IREHE 907

31 December 2022

Cost at 1 January 2022, net of

—E-—H#+-A=+—H

T —F—A—HZKAE:

accumulated amortisation BNk R # 244 1,188 1,432
Amortisation provided during the year & N E 5128 84 - (310) (310)
At 31 December 2022 R-ZE-—F+-A=+—8 244 878 1,122
At 31 December 2022 R-_ZE-_—F+-A=+—H
Cost (DN 244 2,031 2,275
Accumulated amortisation B i - (1,153) (1,153)
Net carrying amount REFE 244 878 1,122
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For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

4
19. INVENTORIES 19. 7 &

2023 2022

—=Z== -2
RMB’000 RMB’000
AR®T ARETF T
Raw materials R 11,040 9,784
Work in progress TR 616,847 617,627
Finished goods X oh 18,012 19,329

645,899 646,740

The Group has a significant balance of inventories and needs to
maintain the majority of its base wine at an appropriate level for a
period over one year to meet the future production needs. The
determination of the value of inventories, which are stated at the
lower of cost and net realisable value, involved significant estimation,
which were influenced by the assumptions concerning future sales
and usage and judgements in determining the appropriate level of
inventory provisions against identified surplus or obsolete items.

No obsolete inventories which are material to the financial statements
have been written off during the year ended 31 December 2023.
During the year ended 31 December 2022, the Group had written off
the obsolete inventories of approximately RMB23,909,000 mainly due
to the decrease in the estimated net realisable value of certain
condiment products as a result of change in market condition and
the cessation of sales to the Associates of former beneficial owner of
the Group, Mr. Chen Weizhong from October 2022.

At 31 December 2023, the carrying amount of inventories included
provision of approximately RMB579,000 (2022: RMB3,617,000),
which is determined with reference to the net realisable value of the
inventory items. The reversal of provision, net approximately
RMB3,038,000 (2022: RMB2,184,000) was made during the year
ended 31 December 2023.

At 31 December 2023, the Group’s inventories with a carrying
amount of RMB487,255,000 (2022: RMB556,115,000) were pledged
to secure other borrowings granted to the Group, as further detailed
in note 28(f) to the consolidated financial statements.

EEMBERR AR

AEEBRBEFEER  BEE—FALD
HR AR EBERFEEZ KT - AR
RBREEFK URAEATERFEZR
BEINENTFEEEEE S REBAMET %
1E;HrlEléfﬁﬁ&ﬁﬁﬁﬁ’]ﬁ“’%x&#iaﬁ&
RRARKRERB WEFTREEEKFEE
HEHE MR FE -

BE_ZEZ-_=ft+-_A=t+—BIEE ¥
EMBEHYBRREANREFE - HEZ
TZ-_—_F+_A=+—HIEEE  AEEE
ﬁﬁﬁzﬁﬁﬁ%%f“ # A R #23,009,0007T 0 =
AT RESHRE S -_—F+AREILLR
$%@mﬁﬁ%ﬁAﬁﬁmiim YN
EETHRBER BBE THAKRMEMK
fh T AT 35 H AR D FTEK

R-ZE_=F+-_A=+—H8 ' GENEM
BEREREEBEHAREKS79,000T (ZE ==
F: AR¥3,617,0007T) * E R EFEE
BEMAS2RFENET BHE_ZT_=F
TZA=+—HLEE BIELBRERDF
A ARESZ08800 T (ZE=—-F: AR
2 184,000 7T) °

RZZBE_=F+_A=+—8 A£FEH
BREEAARKE 487,255,000 (=2 ——

AR 556,115,00070) WEE ' (EAREE
FREREMMERNER & — THFBHRLE
& B TSR R MY RE 28(f) ©
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20. TRADE RECEIVABLES

152

20. B E % KA

2023 2022
—g=-= —z——

— =

RMB’000 RMB'000
ARBTRT ARETT

Trade receivables, gross FEWE 5 IR B FE
Less: Allowance for credit losses W EEEERE
Trade receivables, net EE 57 IBFE

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to three months.

The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by senior
management. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade receivables
are non-interest-bearing.

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

AREEEFENEZEIAEERS/E -
EEHBEER—E=MA -

R ER B B B 1) R W (3] A0 R LA R IR A 4 R AR
BT MmafgfThasREEE TSR -
AEETERERKE ZFBERFEER
BRI E MR EEERTONERE - &
WE SHBAL TR -

AEERREMRERE S KA FBEE
BE)ZREERHNKRESTAOT

2023 2022
—E-= —_=__

RMB’000 RMB’000

AR®T R ARETIT

Within 3 months 3EANUA
3 to 6 months 3Z=6M@A
6 months to 1 year 6MEAZE1EF

16,545
2,932
1,007

20,484
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20. TRADE RECEIVABLES (continued)

The movements in the loss allowance for impairment of trade
receivables are as follows:

20. EWWE 5 FIE @)

EUEZFEREEBRREESHNT

2023 2022

—Z== -z
RMB’000 RMB’000
AR%ET R ARETF T
At the beginning of the year F4) 5,374
Reversal of ECL allowance TEHEEEERERD (209)
Amount written off (note) s <58 (FEE) (1,700)
At the end of the year FR 3,465

Note:

As at 31 December 2023, approximately RMB434,000 (2022: RMB1,700,000)
of trade receivables was fully written off because the Group considered these
receivables are unrecoverable due to the liquidity condition of the debtors. The
reversal of loss allowance approximately RMB577,000 (2022: RMB209,000)
was mainly due to the settlement of debt (2022: the decrease in the past due
balance of trade receivables).

The Group engaged the Valuer to assess the impairment of trade receivables
for the years ended 31 December 2023 and 2022. The impairment analysis is
performed at each reporting date using a provision matrix to measure ECLs.
The Group classifies its customers into categories A (the highest), B, C and D
based on their business scale and capabilities. The provision rates are based
on days past due of the Group’s customers with similar loss patterns, among
which the customers classified as categories A, B and C were merged into the
same group for impairment assessment as their credit terms and loss patterns
were similar. The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information that is
available at the reporting date about past events, current conditions and
forecasts of future economic conditions.

B e

R-ZB-_=F+-_A=+—0 BUZSZIRELH
ARM 434,000 (2 = =4 : A R¥ 1,700,000
JL)  TEREME  REAAEERAZZER
HIEABEBANREE AR T EEKE - &8
BERBAO S ARES77,000 (ZE-—F: A
R#¥209,0007T) ' NEZHRENEERE(ZT==
F:RRE ZFREBPEHBRD) °

AEBZREGEMTIGBEE-_Z-_=FK_F
TCET A=+ HLEFENRYE SRR
B-AEBERNSHEAMERBBEEBETR
EAN - U EEMEEEE - AREREBETPH
EBRBERENBEFPIBRA(RS) B CK
DA - BMEEDREAREAGRUBERANE
FHBAREAE  ERES /A BRCHEM
EPEEGH AR —ARNAEREFGE  REE
RERZFPHEERRBERREARE - FHAFE
R R NELER  ERREMEENRRSHH
AESHENBESMN  EaR K RREERR
BRANEERARENER -
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20. TRADE RECEIVABLES (continued)

Set out below is the information about the credit risk exposure on the
Group’s trade receivables using a provision matrix:

As at 31 December 2023

Customers classified as categories A, B and C

ECL rate BHEEERE
Gross carrying amount (RMB'000) FResE(ARETT)
ECLs (RMB'000) BHEEER(ARETT)

Customers classified as category D

ECL rate BHEEFEX

Gross carrying amount (RMB'000) FEAE(ARETT)
ECLs (RMB'000) BHEEER(ARETT)
Total

Gross carrying amount (RMB'000) EResE(ARETT)
ECLs (RMB'000) BHEEHR(AEETT)
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20. EWE 5 :KE @)

UNTESIERREEEERFRAREREE S
FEMEERBROHER

\—E-_=F+=-A=+—H
BHEBA BRCENEF

Past due
A
Less than Past due
Current 1 year 1to 2years Total
=4 —FEHUR —E@WE @zt
5.8%-46.7% 100.0%
13,236 484
1,531 484
ELHEBEDENEF
Past due
A
Less than Past due
Current 1 year 1to 2years Total
=4 —FUR —EWF @it
5.3% 100.0%
376 419
419
Bt
Past due
B
Less than Past due
Current 1 year 1to 2 years Total
5 —FUR —ZWF @5t

13,612
1,551
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|=v:] ==
20. TRADE RECEIVABLES (continued) 20. EWWE B mw)
As at 31 December 2022 R-E-_—_F+=-A=+—H
Customers classified as categories A, B and C ELHEAEA BRCEWNEFS
Past due
80 HA R
Less than Past due
Current 1 year 110 2 years Total
B —EA —EWE st
ECL rate EHEEBEX 0.0%  3.4%-67.9% 100% 23.4%
Gross carrying amount (RMB’000) REaE(ARETT) 4,596 3,108 1,224 8,928
ECLs (RMB’000) EHEEBE(ARETT) - 863 1,224 2,087
Customers classified as category D EZESDENEF
Past due
80 HA s
Less than Past due
Current 1 year 110 2 years Total
B H —FNR —EMF aEr
ECL rate EHEEBEX 0.0% 18.7% 100.0% 9.2%
Gross carrying amount (RMB’000) REHA&E(ARETT) 8,958 5,761 302 15,021
ECLs (RMB’000) EHREERB(ARETT) - 1,076 302 1,378
Total #Er
Past due
jabilisd !
Less than Past due
Current 1 year 110 2 years Total
& —F A —EWEF @
Gross carrying amount (RMB’000) FEAE(ARETT) 13,554 8,869 1,526 23,949
ECLs (RMB’000) BEHEERB(ARETT) - 1,939 1,526 3,465
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21. PREPAYMENTS, OTHER 21. FE{TRE - Hft fE R\
RECEIVABLES AND OTHER ASSETS REMEE
2023 2022
—E-=HF ==
RMB’000 RMB’000

AR¥T T ARETT

Prepayments (note (a)) TEfF R E (B 5E () 6,339 11,026
Less: Impairment B ORE (1,949) (1,949
Value-added tax recoverable AT B A B 91,001 90,439
Deposits and other receivables (notes (a) and (b)) & & & H th f& U I8 (B 5E (a) & (b)) 38,345 26,618
Less: Allowance for credit losses W EEEBERE (3,704) (1,612)
130,032 124,522
Less: Portion classified as non-current assets ~ J& : EH A AIERENE E LD (3,865) (6,673)
Current portion included in prepayments, T ATET IR « H b FE W IE R
other receivables and other assets Hib & ERRBED 126,167 117,849
Notes: B -
(@  Details of prepayments, deposits and other receivables as at 31 @ RZEZ=FR-ZF-_—_F+-A=+-—
December 2023 and 2022 are as follows: AR ENRIE -« Re REMmERGRIEF BN
T
2023 2022
—E-=F T
RMB’000 RMB’000
ARBTRT ARET T
Prepayments for fixed assets E B EMTERRIE 6,673
Prepayments for procurements of condiment products 5% i 58 ¥k & £ 78~ 708 1,936
Other prepayments H th B RIE 2,417
Deposits and other receivables (note (b)) & K H A EUWGRIE (M3 () 26,618
37,644
Less: S
Portion classified as non-current assets DEARERBEELD (3,865) 6,673)
Current portion included in prepayments, FTATER IR « A ERFIE R
other receivables and other assets HiBERREEF D 40,819 30,971
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21. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(Continued)

Notes: (Continued)

()

Included in the balances was mainly the guarantee deposit paid for sale
and leaseback arrangements (note 28(h)) of approximately
RMB18,850,000 (2022: approximately RMB18,795,000).

During the year ended 31 December 2023, due to the change in the
beneficial owner of the Group as set out in note 1 to the consolidated
financial statements, the former related companies have ceased to be
related companies to the Group with net balances of RMB11,101,000,
net of ECL allowances of RMB2,092,000. Balances were reclassified
from amounts due from related companies to other receivables. Except
for balance amounting to RMB2,092,000 which remains as Stage 3,
the remaining balance remains as Stage 1. The ECL allowances on
amounts due from related companies recognised amounting to
RMB2,092,000 were fully reversed and hence the ECL allowances on
other receivables amounting to RMB2,092,000 were recognised during
the year ended 31 December 2023.

Impairment analysis is performed at each reporting date and ECLs are
estimated by applying a loss rate approach with reference to the
historical loss record of the Group. The loss rate is adjusted to reflect
the current conditions and forecasts of future economic conditions, as
appropriate. Except the above balance which has classified as Stage 3,
other financial assets included in the above balance were categorised in
Stage 1 at the year of the reporting period. In calculating the ECL rate,
the Group considers the historical loss rate and adjusts for forward-
looking data.

Except the above-mentioned balance which is categorised as Stage 3,
other financial assets included in the above balances relate to
receivables for which there was no recent history of default and past
due amounts.

1. BN FIE - HEMERFRE
REMEE @

BeE - (4)

(b) FABRBIEAIMNFEERMERLTHE KT
28(h)) MR B & 4 A R ¥ 18,850,000 7T (=
TF: HARM18,795,0007T) °

HE-_ T =%+_A=+—HIEE " &
AW EREAMF 1R ASEE RS
AHBEE A AR ETEAREEN
FH AR FHREE A AR 11,101,000 7T
(MK EHEEEERE A R%2092,000
J0) o R EHMEREER AR KEENDE
T H i fEUEUE o B A R ¥ 2,092,000 7T B
HERRBREIBEIN  EHERDERER
E1RBR - HE—_ET-—=F+—-_HF=+—H
IEFE - BERERMNEKEH AR ZEEESE
BEEEE AR 2,092,000 7T E B EE -
HEMERRBNESHEEBEREAR
#2,092,000 L E F LARER °

AEBESERE B IETREINT - LS
Z A S B H FE S B 1R D SRR R B 1R R OK H
BHEEBBREL G - BEXE TIUFE
VA f2 B 2 BT SR AN SR SRAS AL RO TR (40
HA) - B LB D REE BRI
AL ESNEEREEERESHA
DERFIRE - it HEREREEERE -
AREEEE BE L EEE WA R o

B bty SR E MRV ERIN - I Bl A
BASINEMEREES MBI EELY
A0 B e B & FR O R MRKOR ©
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22. AMOUNTS DUE FROM RELATED

COMPANIES
Details of amounts due from related companies and net of loss FE YR BA B A B RIE (FORR BB B AR 12) FRiB a0
allowance, are as follows: TR ¢
Maximum
balance due
during the year 2023 2022
FREHB
BAEER —E-=F —E-—
RMB’000 RMB’000 RMB’000
AR¥F T AR¥T T AREF T
AL R ERE B PR A A L R ER3E B R A A
Zhejiang Zhongwei Brewery Limited ([HIHRR])
(“Zhejiang Zhongwei”)* 8,575
WuXing Group (note) = e B (K EE) 165
8,740
Note: B3
WuXing Group consists of certain the subsidiaries of j# /1| 2 B 4% i1 as listed R BB 1 M R B T (R 5 36() 251) 1)

out in note 36(a).

*

are in Chinese.

The English translation of the names of the companies established in *
the PRC is for reference only. The official names of these companies

22, FEL BB 1 R K IB

ETHEARR -

T AR B AT R SZ A B Y 5 1 R 38 S R R A
2E - ZERNANBE L BB XEME

The amounts are interest free, unsecured and repayable on demand. ZEREARE ERBREREREE -

The Group’s credit limits offered to related companies are based on
assessment of their financial viability and reputation in the industry, including

historical payment records.

The Group applied general approach to provide the ECLs prescribed by IFRS

9.

528

AEBERATHEBAANEERER
REMPBREEN RETEANEE (B

o

AR EMERES -
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22. AMOUNTS DUE FROM RELATED

COM PANI ES (Continued)

Note: (Continued)

To measure the ECLs of amounts due from related companies, the balances
of nil (2022: RMB1,950,000) are regarded as credit-impaired and the remaining
balances are regarded as not credit-impaired and have been assessed based
on individual assessment. The Group engaged the Valuer to assess the credit
rating for the related companies and applying the expected loss rate at 3.92%
(2022: ranging from 6.24% to 100%) over the gross carrying amounts for the
year ended 31 December 2023. As at 31 December 2023, loss allowance
amounted of approximately RMB11,000 (2022: RMB2,103,000) was
recognised based on individual assessment by reference to the Group’s
historical credit loss experiences, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future conditions.

22, fE U EE B 1 B FRIE m)

BeE : ()

A ERKBEBARRB ZBHEEEE &8
712 (ZZ==F: /\E%,gso,ooo;z) WRAREE
BE MR TEHREEABLEERERE BER
BB AT EL AT A o %jzi777*¢+*ﬂ*+f
BIEFE  AEEZRGEMAHBEE AR TG
1*,\:ﬂ?i&jrm%@%@%E&fﬁﬁ%ﬁ,ﬁﬂ;éﬁai392%(
T —F NTFR6.24% E100%) c R T -=4F
+ ﬁ +—8" mAEMﬂomnx T
AR#2103,0007T) 2 BEEHD R ERFHE
KRR EHELRBRASERACEHELR I
REBABREERR ERBLOEKAARRERSE A
HA T & BIAROR B R S TR Y B R A o

Movement in the ECL: JEHA = B EEIE M S T

2023 2022

—EBD=H —EF -
RMB’000 RMB’000
AR¥T T AREF T
At the beginning of the year F1 2,103 4,600
ECL allowance recognised ERBHEEBHEREE - 153
Reversal (note) #em (P ) (2,092) (2,650)
At the end of the year FR 11 2,103

Note:

During the year ended 31 December 2023, due to the change in the beneficial
owner of the Group as set out in note 1 to the consolidated financial
statements, the former related companies have ceased to be related
companies to the Group with net balances of RMB11,101,000, net of ECL
allowances of RMB2,092,000. Balances were reclassified from amounts due
from related companies to other receivables. The ECL allowances on amounts
due from related companies recognised amounting to RMB2,092,000 were
fully reversed and the ECL allowances on other receivables amounting to
RMB2,092,000 were recognised during the year ended 31 December 2023 .

During the year ended 31 December 2022, approximately RMB2,650,000 of
loss allowance was fully reversed because the Group has transferred the right
of debts of Zhejiang Zhongwei to & A J# .

EEMBERR AR

BEZZ-=F+-A=1+—HIEFE AR
AU BRMEMFIMEANEEESEEAEE @ R
BB AR TBAASENBEE AR FHREAA
R #11,101,000 7T ° ?Dﬁ%%ﬁiw;%%?aﬁéﬁ/&%
2,092,0007T ° 7 B #4258 B 4 FE WK B BSE A B 3R IE T8
HEEEN P EEHMBERRIE -HEZ f—:
F+-A=1+—BHLEFE CEIANEKREEL
AR IE B 18 B AR 2,092,000 7T B B SR A D
IE@M/\ﬁﬂﬁﬂﬁzwﬁm%ﬁi,ﬁmm%Eﬂa%ﬁ)xﬁ%
2,092,000 7T °

WoBo—f+=A=+—ALEE RAEH

B 4T T A R Y 35 4 82 5 T R AOH 1T 2 2N ) S
B E X AR ¥ 2,650,000 7T °
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23. CASH AND CASH EQUIVALENTSAND 23. R&RBEEZEFYURE

160

PLEDGED DEPOSITS KRER
2023 2022
:‘_;,i: = _=_
RMB’000 RMB’000

AR¥T T ARETT

Cash and bank balances (note) Re RIRITAERR (ME) 9,806
Pledged deposits BEEBER 283
10,089
Note: B
2023 2022
—E-=fF —F-—
RMB’000 RMB’000
AR¥T T ARETF T
Denominated in RMB RAREEHE 8,581
Denominated in HK$ LAY TTEHE 598
Denominated in United States Dollar (USD) PAETTETE 627
Cash and cash equivalents HekBREeEEYD 9,806
RMB is not freely convertible into other currencies. However, under Mainland ARMETRE B BB EMER - A - BIEH
China’s Foreign Exchange Control Regulations and Administration of A CINE B IR G0 R(AEE - EE R ESIER
Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is TE) v NG B A A A IR A HINE FEFE R SR1T S
permitted to exchange RMB for other currencies through banks authorised to AR IR H B o
conduct foreign exchange business.
Cash at banks earns interest at floating rates based on daily bank deposit BITHESEBIESBRITERARGTERNZBF)
rates. The bank balances and pledged deposits are deposited with KEREF B - BITHEB R E BRI FER T FER D
creditworthy banks with no recent history of default and thus, the credit risks WEZENCZENEEERT Bt - FERARER

are considered to be insignificant. RIWTERK °
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fevz] =
24. TRADE PAYABLES 24. EHE S ME
An ageing analysis of the trade payables as at the end of the RIEEARERNE S HRIBERER B HNRE
reporting period, based on the invoice date, is as follows: DT
2023 2022
—E-=5F =
RMB’000 RMB’000

AR¥T T ARETT

Within 3 months 3 f& A LAR 31,521
3 to 6 months 3E6 @A 16,322
Over 6 months 6 18 A A E 2,177

50,020
Trade payables of the Group are non-interest-bearing and are AEEENEBESKBIEDEFE  —RER—
normally settled on terms of one to six months, extending to longer ERNEAREE  ERBEENERERSH
period for those long-standing suppliers. The carrying amounts of the TEMREROEZHR - BB S HRIENR
trade payables approximate to their fair values. HEEEQNFERE °

25. OTHER PAYABLES AND ACCRUALS 25. HfhfE{tF B K FEET1E H

2023 2022
—E_= T

Notes RMB’000 RMB’000
B &E ARBTRE ARETT

Contract liabilities aHAaE (@) 50,097 32,736
Other tax payables H fth A< A IE (0) 61,020 165,527
Other payables and accruals H b AT R IE M FEETIE B (© 311,897 204,282
Amount due to a director B —REEHIA 6 9
Salary payables EANE A 9,435 9,150

432,455 411,704
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25. OTHER PAYABLES AND ACCRUALS

(Continued)
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Notes:

(@)

Details of contract liabilities are as follows:

25. H B REK BT IRE

(&)

B

B

@ AHEEHBNT

2023 2022
—E-=F =F==
RMB’000 RMB’000
ARBT T ARKETT
Short-term advances received from customers B & 5 Y ELH) S B s 2k
Sales of goods e 32,736

Contract liabilities include short-term advances received to deliver
products. The increase in contract liabilities in 2023 was mainly due to
the increase in short-term advances received from customers in relation
to the provision of sale of goods at the end of the year.

Included in the balances was mainly the value added tax payable of
approximately RMB47,629,000 (2022: RMB149,991,000).

Balance includes the provision of surcharge for overdue tax payment,
equipment and construction costs payables of approximately
RMB214,949,000 and RMB14,516,000 respectively (2022:
RMB178,942,000 and RMB7,473,000).

During the year ended 31 December 2023, due to the change in the
beneficial owner of the Group as set out in note 1 to the consolidated
financial statements, the below balances were reclassified:

— Key Shine ceased to be the ultimate holding company of the
Group and the respective balances of RMB49,458,000 has been
reclassified from amount due to ultimate holding company to
other payables; and

— Yilong Country Zhongwei Food Co., Ltd. (“Yilong County
Zhongwei”)* (R T R E @B R A F) and Zhejiang
Ruoxiachun Brewing Co., Ltd. (“Zhejiang Ruoxiachun’)* (j#/T
£ T HBAAR A A ceased to be the related companies of
the Group and the respective balances of RMB1,137,000 and
RMB10,000,000 have been reclassified from amounts due to
related parties to other payables respectively.

The English translation of the names of the companies established in

the PRC is for reference only. The official names of these companies
are in Chinese.
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AR A E 1 E A EE d # T 4E Y 52
B EMAER_F_=FEM  HTE
HRFRBRIEHERBEERELEMRER
WS ER #4952 A 2R R NPT ER -

by HALBEIZAENEERHARE
47,629,000 (ZE - —F : AR
149,991,000 7T )

©) %Efﬁﬂﬁm KB 0B B - PR R AR
&ﬁi 2 B4 A A R # 214,949,000 7T
&AE@ZM,&QQOO%(:%::E:AE
# 178,942,000 7t X AR #7,473,0007T) °

BE_Z_=+"A=+—BILFE" A
R BRRME 1A EEERER
ALREE) - TIHBRBELEN DA

—  KeyShine "B AAEBEZKERA
Al *ﬁﬁﬁﬁ%%ﬁ/\ﬁmﬂg%SOOOmE
HEMNSKIZERARRBENHEE
H e RIE &

— EETFRERERAE ([EREHER])
EATIE T HBEBERAR (THIE
TEHENDTBAAEENBEE AR - |
B8 &A% A R 1,137,000 7T B A R #&
10,000,000 7t 2 % 5l 5 F& 1~ BA B 75 50
BEFHBEEMENZRE -

- R BRI AR R R B EER2E
ZE R A IE % DA SO ZE
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26. AMOUNTS DUE TO RELATED 26. F& 1 BARE 1~ Bl FRIE
COMPANIES

Details of amounts due to related companies are as follows: FEREEBRARIRIBZFBAT ¢
2023 2022
—EBD=HF —EF -
RMB’000 RMB’000

AR¥T T ARETT

Yilong County Zhongwei (note) RSOk () 1,187
Zhejiang Ruoxiachun (note) ALTETE (M) 10,000
Huzhou Hurong Supply Chain N EEEEA R A A

Management Co., Ltd.* 1,556
Zhejiang Aiyaogou e-commerce IBEERETHEERAR

Co., Ltd. (“Zhejiang Aiyaogou”)* ([WIZEE) =
Huzhou Wuxingyue City Hotel Co., Ltd. N R EAR AR JE A R A A

(“‘Huzhou Wuxingyue City Hotel”)* ([N R BB IEEIE |) -

12,693
The amounts are interest free, unsecured and repayable on demand. EBAREARE - EEAY EREREEE -
Note: B EE
During the year ended 31 December 2023, due to the change in the beneficial BE_Z_=ZF+_A=1+—HLEEE BRE
owner of the Group as set out in note 1 to the consolidated financial EUBREMFIMBAEEERHEEAZEE &
statements, Yilong Country Zhongwei and Zhejiang Ruoxiachun ceased to be BREFRENIETEINBRAEEBAE DA -
the related companies of the Group. The respective balances of 18 B 45 o2 A R % 1,137,000 7T & A & % 10,000,000
RMB1,137,000 and RMB10,000,000 have been reclassified from amounts TTED R HEMNEHM A RBEEFT S EEHEMEN
due to related parties to other payables respectively. KIE ©
“ The English translation of the names of the companies established in * NARBERKS AR GBS B S=ZERRE -
the PRC is for reference only. The official names of these companies = NFHERZFEA R A -

are in Chinese.

27. AMOUNTS DUE TO IMMEDIATE 27. ENEEEZERAT,&H&
HOLDING COMPANY/ULTIMATE by /NI |
HOLDING COMPANY

The amounts are interest free, unsecured and repayable on demand. EBAREARE - EEAY EREREEE -
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28. INTEREST-BEARING BANK AND
OTHER BORROWINGS
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28. 5T R 1T R E 15K

31 December 2023

31 December 2022

Current

Leas liabilities (note 17(b))

Bank loans — unsecured @®

Other borrowings — unsecured @@
Other borrowings — secured el

Non-current
Lease liabilities (note 17(b))

Total

Analysed into:

Within one year or on demand

In the second year

In the third year to fifth years,
inclusive

Beyond five years

“Z-=f+ZA=t-H “Z-_—F+-fA=t-H
Effective Effective
interest interest
rate (%) Maturity ~ RMB’000 rate (%) Maturity RMB'000
ERAE (%) HE ARETR EEAR®) I ARETR
Ik
HEERE (FFF170) 4.75-4.90 911 4.75-4.90 2023 1,308
BITER — B0 5.80 RN NARER  NATER -
BAER — EifH0H0 7.00-24.00 PYCERYEPN  7.00-24.00 2022 119,384
H i fE 3 — B 0e00 10.65-15.32 PYV XN 10.65-15.32 2022 2,088,339
2,806,293 2,209,031
E:0
HEAE (F170) 475490  2025-2029 PREYM  475-490  2024-2029 2,533
et 2,808,480 2,211,564
AWM :
R—ERHIEEX 2,806,293 2,209,031
E-FR 946 857
E=EFAER 1,241 1,642
(BEMEBREER)
AENE 34
2,808,480 201,564
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x /= g
28. INTEREST-BEARING BANK AND 28. ;T EHMITRHEMER @
OTHER BORROWINGS (continued)
B E
As at 31 December 2023, the Group’s total facilities of bank loans @ R-ZZE_=F+-_A=+—H A£EH
amounted to RMB49,000,000 (2022: Nil), of which RMB49,000,000 RITE KK E LT/ AR 49,000,000 7T
(2022: Nil) had been utilised. (ZZE==F: &) EFEHAARK
49,000,000 (Z T = —4F : &) o
As at 31 December 2023, included in the balances was bank loans ) RKRZZEZ=F+ZA=+—H FTAZBR
amounting to RMB49,000,000 (2022: Nil) which was unsecured, RITER AR 49,000,000 (ZFE=Z45F:
bearing interest at 5.80% (2022: Nil) per annum and repayable within /) ZABEREERM FHE580%
one year (2022: Nil). (B —F : B)UT AR —FAEE
(ZT==F |\ -
As at 31 December 2023, included in the balances was other © RZEZ=F+ZA=+—H A%
borrowings amounting to approximately RMB278,342,000 (2022: EAth &R A R HE 278,342,000 7T (= iﬁ::
RMB119,384,000) which was unsecured, bearing interest at 7.00%— F: AR¥119,384,0007T) * %A 4 ﬁﬂfﬁ
24.00% (2022: 7.00%-24.00%) per annum and repayable within one R FFE N FR7.00% = 24.00%
year (2022: repayable within one year). Z 5 : 7.00% £ 24.00%) 5T 23 /,\EA ¢
ANEE(ZTZ=F : AR —FAEE) °
As at 31 December 2023, included in the balances was other @ R=ZFE_=F+-_A=+—H8 stA&HKAE
borrowings amounting to approximately RMB2,478,040,000 (2022: HEmmfEROARY2,478,040,000 T
RMB2,088,339,000) which was secured, bearing interest at 10.65%— (ZZE=—=%: AR"%2,088,339,0007T) °
15.32% (2022: 10.65%-15.32%) per annum and repayable within one ZRERAEER  ERENE10.65%ZF
year (2022: repayable within one year), in which RMB203,305,000, 15.32% (—ZF = —F : 10.65% = 15.32% )
RMB1,998,748,000 and RMB275,987,000 (2022: RMB170,601,000, RRERYAR—FNEERE (CT-—F: AR
RMB1,683,214,000 and RMB234,524,000) were from the fellow —FAER) - B AR #203,305,0007T
subsidiaries of the Group (note 36(a)), 8N = S35k i, 7 A and 48 AR ¥ 1,998,748,000 7T &2 A R #& 275,987,000
& respectively. T(ZZT==%F: AR%170,601,000T *
AR¥1,683,214,000 7T & A R #& 234,524,000
) D RIRBEAEBR R E A R (K&
36(a)) MM R EK T - BAM RBEREE
As at 31 December 2023, the Group’s other borrowings amounting to © RZZEZ=F+ZA=+—H KEEHM
approximately RMB1,863,275,000 (2022: RMB1,671,025,000) in B 4 A K %1,863,2750007T (=&
principal amount were overdue and the related overdue interest —=F: AR¥1,671,025,00070) E @ H]
expense of approximately RMB226,079,000 (2022: RMB179,357,000) i 75 8 @ B I 8. 5 2 49 A R #5 226,079,000
(note 8) was recognised for the year ended 31 December 2023. TT(ZZE==F : AR¥ 179,357,0007T) (Ff
H)RBE_ZT-_=F+-A=+—HI
FEER -
At the end of the reporting period, certain of the Group’s assets were i) RBEHR AEBEEETEERRTE
pledged to the lenders for securing the other borrowings granted to the 7 ERANEBFTERE M AR ER o
Group.
The carrying values of these assets are: ZEEENEEER :
2023 2022
—Eg-= T F
Notes RMB’000 RMB’000
B &E AR¥T T ARKETF T
Property, plant and equipment Y - BB KA 16 211,737
Right-of-use assets FREEE 17(a) 48,260
Inventories FE 19 556,115
816,112

EEMBERR AR

—T=FFR 165



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

28. INTEREST-BEARING BANK AND
OTHER BORROW'NGS (Continued)

Notes: (Continued)
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()

As at 31 December 2023, included in the balances was other
borrowings amounting to approximately RMB19,144,000 (2022:
RMB17,075,000) that were withdrawn on behalf of a former related
company, Zhejiang Zhongwei. The amount was unsecured, bore
interest at 24.00% per annum and repayable on demand.

The amount included certain sales and leaseback arrangements of
machinery and equipment with remaining lease terms of 1 year (2022: 1
year) as at 31 December 2023. According to the sale and leaseback
agreements, if no default occurs during the lease term, the ownership
of the plant and machinery shall be automatically transferred to the
lessee at a nominal consideration.

The management assessed the accounting treatment and was of the
view that the Group have control over the machinery and equipment as
the Group had the option to acquire the assets at nominal consideration
at the end of the lease period. Thus the transfer of the machinery and
equipment to the lender did not satisfy the requirement of IFRS 15 to
be accounted for as a sales of assets and the Group shall continue to
recognise the transferred assets as property, plant and equipment and
shall recognised transfer proceeds from the lender as other borrowings.

The following table sets out the details of the sale and leaseback
arrangements as at 31 December 2023 and 2022:

As at 31 December 2023

28. ;T ERBITREMER @®
BI3E : (4)
@ RZZEZ=F+=ZA=+—8H A&

m%%ﬁTﬁl¢%kWME%FmﬁA
R#19,144,000 L (ZE=ZZF : AR¥
17,075,0007T) ° aaﬁﬁﬁﬁﬁ~ﬁ¢ﬂ
R 24.00% T B HRERKEER

CEBRBE_F_—F+-_A=1—H
WA THEABIE (CE_—F 1F)NAE

THRABEXBEREBELZ Y - REERETE
e BEEERRNREEL  RIRE R
WA E RS ARBARES SR TREA -

EEENEEHEEE  ROSNEELEMR
NS BHAESE - DRAAEEGREZEES
REXEERERRBEEEE - At - ME
MAE%%H& R 01 & Bl B BT 75 3R

SEAFGHREARINEREELE
ﬁﬁl‘%lfiﬁéﬁéw REERME  BWE
KRB S B R AR E E TS FORER S
HAfEK

TRHEIWR T Z_=FR_T__F+=
A=+— HM%&E@KM#F'

R=-B_=F+=-A=+—H

Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
ELXRH r& BRRAI= ZHH RES
(RMB) (%) (RMB)
(ARH) (AR®)
21 January 2020 55,000,000 15.32% 20 January 2023* 5,000,000
—E-TF—HA=+—H —E-=F—RA=+8"
16 August 2021 48,000,000 12.45% 15 August 2022 4,000,000
—ZE=—FNA+H T _FNA+HAB*
20 August 2021 18,000,000 12.36% 19 August 2022* 850,000
—E-—FN\A=+H —E-_FNA+NAB*
8 September 2021 13,000,000 12.53% 7 September 2022* 1,000,000
T —FhAANH —E-_FhAAER"
22 October 2021 35,000,000 12.43% 21 October 2022* 4,000,000
—ZE-—4%+A=Z+=H = +RA=+—H"
22 October 2021 383,000,000 10.65% 21 October 2022* 4,000,000
T —%F+A=+=H —T-_—_F+A=t+—8*
21 January 2022 3,950,000 12.53% 21 January 2023* -

T —_F—HA=+—H
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28. INTEREST-BEARING BANK AND

NOTES TO THE CONSOLIDATED

OTH ER BORROW'NGS (Continued)

Notes: (Continued)

(h)

All the Group’s bank and other borrowings are denominated in RMB.
The carrying amounts of the Group’s bank and other borrowings
approximate to their fair values.

The following table sets out the details of the sale and leaseback (h)
arrangements as at 31 December 2023 and 2022: (Continued)

As at 31 December 2022

FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2023 HE —E - =F+—-A=+—HIFE

28. ;T ERITR EMERK @

BfaE - (&

TRHEIWR T _=FR_T__F+=

A=+—BWEREBEZHHE - (B)

RZTE_=F+=—A=+—H

Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
E4XHH PN -V FE R RE
(RMB) (%) (RMB)

(AR®) (AR¥)
21 January 2020 55,000,000 15.32% 20 January 2023 5,000,000
T -ZTF5—A=+—H —T-_=%—A=+H
16 August 2021 48,000,000 12.45% 15 August 2022* 4,000,000
2 —F\A+<A —E-_—_F#N\A+AHAB*
20 August 2021 18,000,000 12.36% 19 August 2022 850,000
TN NA=+H —E__FNRTNB"
8 September 2021 13,000,000 12.53% 7 September 2022* 1,000,000
=% ANH —EZFNAEH*
22 October 2021 35,000,000 12.43% 21 October 2022* 4,000,000
- —F+HA=+=H T F+A=Z+—8"*
22 October 2021 33,000,000 10.65% 21 October 2022* 4,000,000
—E_—%+A=+=H —E__F+R=+—H"
21 January 2022 3,950,000 12.58% 21 January 2023 =
—E-—f—A=+—H —ZE-=4—HA=+—H
21 January 2022 3,300,000 10.70% 21 January 2023 =
—T-—F—A=+—H —T-_=f—RA=+—H
* As at 31 December 2023, the Group’s sales and leaseback 3 N-_TBE-_=%F+=-A=+—H ' A&

arrangement amounting to approximately RMB209,250,000
(2022: RMB147,000,000) in principal amount were overdue
interest expense of approximately RMB40,703,000 (2022:
RMB8,408,000) was overdue and the related recognised for the

year ended 31 December 2023.

A -

ZEMBERR QA

EMEABHALHASEOARYE
209,250,000 L (ZZE==—F : AR¥
147,000,0007T) B H - MBE_Z
=+ -_A=+—HLEECER
HEaBFNERAITOARE
40,703,000TC (ZZE = —F : AR¥
8,408,0007T) °

AEBARITREMEFIGUARETHE
AEBRTEEMEFNREAERLAFE
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29. PROVISION FOR LOSS ON

168

UNAUTHORISED GUARANTEES

In the past, several unauthorised guarantees were entered into with
certain creditors as security for loans granted to the Associates of the
former beneficial owner of the Group, Mr. Chen Weizhong.

Due to the failure of repayment by the Associates of Mr. Chen
Weizhong, these creditors have commenced legal proceedings
against the Associates of Mr. Chen Weizhong as the borrower and
the Group as the guarantor. The court hearings against the Group as
the guarantor commenced by five creditors have completed and
court hearings commenced by two creditors are suspended. The
court judgements for the completed court hearings have released the
Group’s liabilities on these unauthorised guarantees.

As at 31 December 2023 and 2022, it was uncertain as to how much
the borrowers will be able to repay these creditors for the suspended
court hearings. Based on the legal advice, a provision of
RMB17,500,000 for loss on unauthorised guarantees, which was the
best estimate of the Group on the probable cash outflow of the
obligations under the financial guarantee contracts, was recognised
for the suspended court hearings for the years ended 31 December
2023 and 2022.
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20. REREREREBERE

BEETARREERIERAARNEEHAE
S\ BARBEEENBEARTEROR

EMETL e

HRREBEENBBAREEN  ZEE
EADHREBEENBEAN (ERERAN)
RALEE (ERERAN) RFEAERFA - AH
EREASTHAREE (ESERA) BRI
Bkt MABEEERANERELALE B
BORBT R B AR IR B BRIR A BB A B
AERERRNEE -

RZEZ=FR=ZFT__F+=_A=+—H -
REEZERRAME - ERAGEAEE
ZEBEREANSEIDTEE - REZZER
REBEEZZT_=FK=-F=__F+=A
=+t —HIEFEEEZERKN L BRA
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Ao 7 B R B

For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

29. PROVISION FOR LOSS ON 20. ARREEREERE @
UNAUTHORISED GUARANTEES

(Continued)

As at 31 December 2023 and 2022 R=-B=-=FR-F-—Ft=-A=t—H
Unauthorised
guarantee
amount Provision
utilised based for loss on
Unauthorised on the court unauthorised
Creditors Borrowers guarantee amount judgement guarantee
BEER 2
ARG E BAMARL RSB
EUIN fETRA EReE REERESHE REREERRE
RMB’000 RMB’000 RMB’000
ARETT ARETT ARBETT
Company A Zhejiang Zhongwei 30,000 30,000 15,000
NAEA il
Company B Zhejiang Zhongwei 40,000 20,000 -
NG il
Company C Zhejiang Ruoxiachun 8,000 8,000 =
NGO WIZTH
Company D Huzhou Wuxing Wucheng Wine Co., Ltd.
(‘Huzhou Wuxing Wucheng”)
HNRESEBEARAR 20,000 20,000 -
ArD MNRESEEEER AR
(HNRESE])
Company E Zhejiang Zhongwei 15,000 15,000 -
AEE il
Company F The Group 5,000 5,000 2,500
AEF AEHE
Company G Zhejiang Zhongwei 10,000 10,000 -
NGILC ipANal’ S
128,000 108,000 17,500
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30. OTHER LONG-TERM LIABILITIES

170

0. At RIEME

Other long-term payables (note)
Provision for long service payment

RHEIRH 1 3 B

H = B e A R0 (B RE)

Note:

On 6 May 2016, two wholly-owned subsidiaries of the Company, Huzhou
Chenshi and Huzhou Laohenghe, which is also a wholly-owned subsidiary of
Huzhou Chenshi entered into an investment agreement with China
Development Fund Co., Ltd. (the “CD Fund”) (B2 R E S AR A Al) (the
“Investment Agreement”). Pursuant to the Investment Agreement, the CD
Fund agreed to subscribe for a 3.5% equity interest in Huzhou Laohenghe at a
total cash consideration of RMB133,000,000 (the Capital Investment”) and
Huzhou Laohenghe shall pay the CD Fund a fixed annual return equal to 1.2%
of the Capital Investment from the date of the agreement. In addition, Huzhou
Chenshi has a contractual obligation to repurchase the entire equity interest in
Huzhou Laohenghe held by the CD Fund within 8 years according to the
repayment schedule under the Investment Agreement.

Further details of the Investment Agreement have been disclosed in the
announcements of the Company dated 9 May 2016 and 29 June 2016,
respectively.

As Huzhou Chenshi does not have the unconditional right to avoid delivering
cash to the CD Fund pursuant to the Investment Agreement, the Capital
Investment of RMB133,000,000 was recorded as a financial liability.

According to the repayment schedule under the Investment Agreement,
RMB50,000,000 was payable on 2 February 2024 (2022: RMB50,000,000
was payable within the year ended 31 December 2023), RMB50,000,000
(2022: RMB50,000,000) was reallocated as current portion included in other
liabilities as at 31 December 2023.
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2023 2022

—E=-= =~
RMB’000 RMB’000
AR¥T T ARBFT
50,000
5,993
55,993

BiE

R-ZBE—XNEFTANA  AQAFREE2ERBER

AN BR BS Ko 50 22 1B F0 (TR 4 550 ) BR EC /o 2 & T
BAR) HEHRZERESERAR ((EHERREES])
RN EE W (CEEHE]) - BB EE W&
FERE SR E AR 133,000,000 THE &
ﬁﬂ“a“:%ﬁ%,éﬂ)\l%rafuﬁqﬂs5%Hxﬁg£(r§mﬁ)w)

mAMNEZENEEZ B2 HREFRRMAERE
2SI HHEERERIEAA.2% W EE R o BN -
MR AEANET BRETERZNER
HRERRNA\FRBRERERESFFHMNZE
Ay 2 ZBARAE o

EREIEMBENE—FFBE D BRARQF R H
ﬁ_g—/\iﬁﬁha&_%i NESNAZTA
AE AR -

FR R U5 M BR G 3 48 AR 10T & 1 5k 48 £ ) B B B /R
ESTINBESHEREREN BHEARKE
133,000,000 TR E RN AB LR AR E & ©

BIETEBAETHERBEAR R _MF
—A=-HEM ARS50,000,000T (ZF==
BE_Z_=%¢+-A=+— Eﬁiﬁﬂ}*ﬁ)\
R #50,000,0007t) * A R#50,000,000 T
(ZZE=——%F: AR¥50,000,0007T) A-E-=4
+ A=+t HEFIEEFTAEMEEN RS
o e



30. OTHER LONG-TERM LIABILITIES

31.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE —T - =F+ - A=+—HBItFE

(Continued)
Note: (Continued)

The balance of other long-term payables was analysed as follows:

0. EMRPER =

BeE : ()

Hi R BB N RREBRODTOT

2023 2022
—E-=F —E- =
RMB’000 RMB’000
AR¥T T ARETF T
Other long-term payables H fth = HA & 5RIE 100,000
Less: W
Portion classified as current portion included D BRBE S HEDETA
in other liabilities HithafE (50,000) (50,000)
Non-current portion ERBEB D
More than 1 but within 5 years —FEA FRFENUR 50,000
SHARE CAPITAL 31. lRA
Details of movement of the share capital of the Company are as ARAIRAEBFELLT
follows:
Number of
shares RMB’000
BREHE AR T
Authorised: g
Ordiinary shares of USD0.0005 (RMB0.00305) each &% ET180.0005 % 7T (A B #0.003057T)
As at 1 January 2022, 31 December 2022, RZEZ=F—F—H Z2==F
1 January 2023 and 31 December 2023 =A== B =E==5—H—H
k=T -_=F+=-F=+—H 1,000,000,000 3,050
Issued and fully paid: BRITREE :
Ordinary shares of USD0.0005 (RMB0.00305) each &% 118 0.0005 % 7T (A &R #60.00305 7T)
=] @/&L
As at 1 January 2022, 31 December 2022, WZZE-_—F—F—H %
1 January 2023 and 31 December 2023 +TZA=+—H -Z2==%—H—H
k=2 -=F+=HF=+—H 578,750,000 1,767

EEMBERR AR
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32. RESERVES 32. f#1E

172

The amounts of the Group’s reserves and the movements therein for
the current and prior years are presented in the consolidated
statement of changes in equity of the consolidated financial
statements.

(a

(b)

(c)

Merger reserve

The merger reserve represents the difference between the
Company’s shares of the nominal value of the paid-up capital
of the subsidiaries acquired and the Company’s cost of
acquisition of the subsidiaries under the principles of the
pooling-of-interests method.

Capital reserve

Capital reserve arises from the capital contribution by the
controlling shareholders of the Company.

Statutory surplus reserve

Transfers from retained profits to the statutory surplus reserve
are made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries established in the PRC, and are approved by the
respective boards of directors.

Honworld Group Limited Annual Report 2023
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2023 #;

33. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(@) Major non-cash transactions

During the year ended 31 December 2023, the non-cash
additions to right-of-use assets and lease liabilities in
respect of lease arrangements for warehouse was
RMB452,000 (2022: nil).

During the year ended 31 December 2023, due to the
change in the beneficial owner of the Group as set out in
note 1 to the consolidated financial statements, certain
related companies relationships has changed and the
respectively amounts were reclassified as follow:

—  The former related companies have ceased to be
related companies to the Group with net balances
of RMB10,101,000, net of ECL allowances of
RMB2,092,000. Balances were reclassified from
amounts due from related companies to other
receivables. The loss allowances on amounts due
from related companies recognised amounted of
RMB2,092,000 was fully reversed and the ECL
allowances on other receivables amounted of
RMB2,092,000 was recognised during the year
ended 31 December 2023 (note 21 and 22);

— Key Shine ceased to be the ultimate holding
company of the Group and balances of
RMB49,458,000 was reclassified from amount due
to ultimate holding company to other payables
(note 25(c)); and

—  Yilong Country Zhongwei and Zhejiang Ruoxiachun
ceased to be the related companies of the Group
and balances of RMB1,137,000 and
RMB10,000,000 have been reclassified from
amounts due to related companies to other
payables respectively (note 25(c)).

During the year ended 31 December 2022, the Group
entered into a trilateral agreement among F A 8 and
Zhejiang Zhongwei such that part of the amount due to
K i of approximately RMB19,036,000 included in
interest-bearing bank and other borrowings set out in
note 28 was settled by the transfer of right of debts of
Zhejiang Zhongwei set out in note 22 to & A .

FE_=F+A=+—HIEFE

B.AERERERMTE

@ ETEFREXRH

ZEMBERR QA

HE-_T-_=F+-_A=+—8
IHFE REEHAEZHNER
EEENHEEEEMNIEELEN
ABANRBE452000 T (ZE ==
&) o

HE_Z_=—F+_-_A=+—H
IHEE  BRGEETBREMNE
1B AEEEEHEE A HIRE
g & T @A FIBERNE
AeBmEHSLBWOT :

— PEBARETBAAE
BB AR EHRFES
AE#10,101,0007T (305
TEHEEEBABEBEARE
2,092,000 7T) ° &% £ /&

Ui B8 B X B SR IE BT 9 4R
EHMERKIE -BE—

TE_=F+-_A=+—H
IEFE B AR E U8 B
ANRIRIBEEEEEARE
2,092,000 7T B B & &M@
i H b & U FRIE A T8 B {5
EEEB BB AR
2,092,000 T E F LA W R
(ftsE21 & 22) :

—  Key Shine "B AX £ B &
RIERR NG HBARE
49,458, OOOKEEEHW,\
* /'L/\ Igi*ﬁ \*EZI
H ﬁﬁ [§ TT ® B (K &F
25(c)) : &

—  ERESEPREMTE T%
THEAREENBEE AR
%%AE%LBW%E&
A K 10,000,000 7T E 5

B B E A BB 5 RIB E T
DI E H AR FRIE (M 5
25(c)) °

HE—ZT-_—F+-A=+—HIt
FE - AREE AN BT IR
RN =75 - FE P 28 AT #l At
BARTT M E M B R R FEA R A MHY
#B D FRIEL A R 119,036,000 7T -
VA B 522 P 047 7T AP BR A B A48
BEREBENTTSE -
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33. NOTES TO THE CONSOLIDATED B.HGEEERERH T @

STATEMENT OF CASH FLOWS

(Continued)

(b) mEEBHFELEBENZHNOT

(b) Changes in liabilities arising from financing activities are as

174

follows:
Amount Amount
Amounts due to due to
Bank and due to ultimate  immediate Amount
Lease other Other related holding holding due to
liabilities borrowings liabilities companies  company  company  adirector Total
A R W
/IR EREE RAZR -2EE
HERE HiERR Ef&E AAXE  QAERE FE &zt
RMB'000  RMB'000  RMB'000  RMB'000  RMB’000 RMB'000  RMB'000
ARETT ARMTR ARETR ARETR AR%Tn ARBTT ARETR
2023 ZgCcE
At 1 January 2023 RZE-=%-H-H 3841 2,207,723 105,993 2,379,010
Changes from financing BEREREE
cash flows (1,195 179,000 (50,000) (@ 128,348
Interest paid ERFIE (232) (2,063) - (2,295)
Non-cash; ¥RE:
Interest expense T 194,643 - 194,875
Overdue interest expenses ~ BEFISHE 226,079 - - 226,079
New lease e - - - 452
Exchange difference ERES - - 707 707
Reclassification EX g - (11,137)  (49,458) (60,595)
Other (note) Hih (Hi3E) - - - 524
At 31 December 2023 RZE-=F+Z§
Sqr=1 2,805,382 2,867,105
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For the year ended 31 December 2023 HE—ZE—_=F+_—_A=+—HILFE

33. NOTES TO THE CONSOLIDATED B.ZEHREREXRMTE@®
STATEMENT OF CASH FLOWS
(Continued)
(b) Changes in liabilities arising from financing activities are as (b) mEEBFRELABNESNT : (H)

follows: (Continued)

Amount Amount

Amounts dueto due to
Bank and due to utimate  immediate Amount
Lease other Other related holding holding dueto
liabilities  borrowings liabilties  companies ~ company  company  adiector Total
FEft FEft FEft
BITR ENER s8ER  EEER —4EF
HERE AffR  HtAE AWRE  AFNFE  REHE HB 5t

RMBOOO ~ RMB0O0  RMB'OO0  RMBO00  RMBOOO  RMBOO0  RMB'OO0  RMB'000
ARBTL ARBTR ARMTR ARBTR AREBTL ARRIR ARMTR ARMTR

2022 “E_F
At 1 January 2022 W-2-—%-F-H 4729 1,755,683 139,090 17,425 44,621 - 11 1,961,559
Changes from financing BEREREE

cash flows (888) 279,888 (33,000) (4,732) - - @ 241,266
Interest paid BRFIE (313) (12410 - - - - - (12,729)
Non-cash: ¥0e:
Interest expense MERX 313 20359 - - - - - 20391
Settled by transfer of right of ~ bAEBE 1T BBk (B £

debts of Zhefiang Zhongwel A (E

(note 33(al) (13 33() - (19,086) - - - - - (19,036)
Exchange difference ERES - - - - 4,130 - - 4,130
Other (note) Hff (s - - 97) - - - - @)
At 31 December 2022 RZBZZ%+2A

== 3841 2,207,723 105,993 12,693 48,751 - 9 2379010

Note: P i -
Other include the increase/(decrease) in provision for long service HAi 8 EE RSN SRR B IR o
payment.
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33. NOTES TO THE CONSOLIDATED B.HGERERERMT @
STATEMENT OF CASH FLOWS
(Continued)
(c) Total cash outflow for leases (c) HEBRESAR LB
The total cash outflow for leases included in the consolidated STAGREReRERTHNEER SR
statement of cash flows is as follows: HAAZENT
2023 2022
—EC-=F —E-=
RMB’000 RMB’000

AR¥TR ARETT

Within operating activities 4 T B) i ] 130
Within financing activities BE S B % [E 888
1,018
34. PLEDGE OF ASSETS 34. BEEHE
Details of the Group’s assets pledged for the Group’s other REBE G EMERMIKBREENHEBSEHNE
borrowings are included in note 28(f) to the consolidated financial A B IR K M 5E28(f) ©
statements.
35. COMMITMENTS 35. R
The Group had the following capital commitments at the end of the KREBRREERA T 5| E REIE :
reporting period:
2023 2022
—E=-= .
RMB’000 RMB’000

AR¥T ARETT

Contracted, but not provided for: EHEEES g2

Plant and machinery B M i B8 14,816
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36. RELATED PARTY TRANSACTIONS

(a

Name and relationship of related parties:

36. R SR 5

(@) FEEHERERERE

Name Relationship
£ RES
Wuxing HK Immediate holding company
RERE HEZERAQF
AN = B T Intermediate holding company
PR AR A A
A A8 Fellow subsidiary
7] < Bf J&8 2 7]
% A Fellow subsidiary
7] ZBff /& A A
AN R EEEE AR AR Fellow subsidiary
EEN SN
Zhejiang Alyaogou Fellow subsidiary
IR 20 7] 5 Bff J&8 2 7]

Huzhou Wuxing Hongcheng Hotel Management Co., Ltd.
(“Huzhou Wuxing Hongcheng Hotel”)
A R IR IO E B IR A R A A) (8 AN SR 58358 38058 & 1)
Huzhou Wuxing Hongcheng Huixin Valley Hotel Management
Co., Ltd (“‘Huzhou Wuxing
Hongcheng Huixin Valley Hotel”)
MMREEH B LABEERERAA
(DM R ERHEBLABEIE])
Huzhou Wuxingyue City Hotel
AN 52 LA 3 A O T
Huzhou Wuxing Husheng Construction and Development
Group Co., Ltd (“Wuxing Husheng Construction”)
MM REGHRZRFAEEBER A
(DM REHRER])
Huzhou Wuxing Hongcheng Hotel
Management Co., Ltd. Freeport Branch
MMREBHEEEEERARBABED QA
Huzhou Lecheng Culture Media Co., Ltd.
M EER B AL EHEER A A
Huzhou Wuxing Hongcheng Hotel
Management Co., Ltd. Meizhou Road Branch*
MR ERHORE BB AR A RGN D QA

Fellow subsidiary

GES =N
Fellow subsidiary

EEN )N
Fellow subsidiary

EES =N
Fellow subsidiary

FE )N
Fellow subsidiary

EEN )N
Fellow subsidiary
Al Z B & A A

Fellow subsidiary

EES =P

ZENBERRRG —T_=FFRH
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36. RELATED PARTY TRANSACTIONS

178

(Continued)

(b)

E-F_=FFTA=TALFE

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the following
transactions with connected and related parties during the

year:

Name of related parties

BAME S B

Nature of transactions

REME

36. HEB IR Z @

(b) MZFLGAFBHRREMIH F L
R AEBEFRAFATEBET

R T HIR 5
2023
—EC=F
Notes RMB’000
h=s ARET

Huzhou Laodafang Supermarket
Co., Ltd. (‘Laodafang”)*
WINZAREETARA A
(TEXED
Yilong County Zhongwei
Food Co., Ltd. *
EREFPREMBRAA
M R EL T

A

B EE

AN AR EEREEBRAR

Wuxing Husheng Construction
WM R B R 2 5%

Zhejiang Alyaogou
LR ERE

Huzhou Wuxing Hongcheng Hotel

N SR IS IO 5

Huzhou Wuxing Hongcheng
Huixin Valley Hotel

N SR IR 2 O A B TR E IR
BEAF

Sales of goods

Interest expense

AEF

Overdue interest expenses

EEA A B XX

Interest expenses

AE B

Overdue interest expenses

EEA A B R XX

Interest expenses

ALE B

Overdue interest expenses

EEA A B R X

Purchase of property, plant and
equipment

BEWE BB MK

Interest expenses

A2

Overdue interest expenses

B EAR B R 2

Sales of goods

HES m

Purchases of goods

BEEEM

Sales of goods

HEEm

Sales of goods

HES m

Honworld Group Limited Annual Report 2023

(ii) 16,352

(ii) 16,352

0 157,767

0 157,767

0 762

(ii) 40,703

(i)

(i)

(i

(i)

(i

2022
—EF=-=

RMB’000
ARET T

126

2,327

16,352

15,5613

158,500

155,436

21,739

8,408

2,291

1,707



(Continued)

Name of related parties

B B

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 & &

36. RELATED PARTY TRANSACTIONS

(Continued)

Nature of transactions

REME

—EC=F+-A=+—RHULFE

36. HEB IR Z @

(b) &

Notes

B &t

Huzhou Wuxingyue City Hotel

AN 52 LA 3 A O T

Huzhou Wuxing Hongcheng
Hotel Management Co., Ltd.
Meizhou Road Branch*

MR ERHOBEEEEERAF
1gMEE D AR

Sales of goods
HEEm

Accommodation fee

EHEEM

Sales of goods
HES m

(i)

(i)

Huzhou Lechengli Culture Event sponsorship (iv)
Media Co., Ltd.*
I L B AL EE B R A A EEERE
Huzhou Wuxing Hongcheng Sales of goods (iii)
Hotel Management Co., Ltd.
Freeport Branch*
MMREGEHBEERERA AR HEEM
BEHEDQF
Notes: B & -
i) The sales and purchase of goods was charged in accordance (i)
with contractual terms with former related companies
significantly influenced by Mr. Chen Jinhao and Ms. Xing Liyu,
son and spouse of the former beneficial owner of the Group,
Mr.Chen Weizhong, respectively.
During the year ended 31 December 2023, due to the change in
the beneficial owner of the Group as set out in note 1 to the
consolidated financial statements, Laodafang and Yilong Country
Zhongwei ceased to be related companies of the Group.
(ii) The interest expenses, overdue interest expenses and purchase (i)
of property, plant and equipment were charged in accordance
with contractual terms.
(i) ~ The sales and purchases of goods and accommodation fee (ii)
were charged in accordance with contractual terms with fellow
subsidiaries.
(iv)

(iv)

The event sponsorship was paid for the 2023 Wuxing New
Youth City Super Music Festival.

The above transactions were carried out in the ordinary course
of business and conducted in accordance with the terms and
conditions mutually agreed by both parties.

EEMBERR AR

2023 2022

—E-= —E-=
RMB’000 RMB’000
AR¥T T AREET T
4

B B E My 1B & 82 % Chen Jinhao %t
S (REENESRRAARGTRLE
B52T) RIBFIE 22+ (BRET B L
FiB) EXEMARBEE A RINAEL
AR FRULER o

BHEZZ-_=F+ZA=+—HItF
B AREEMEHRRN TS A
SEEXHEAALBRES  ZAEK
EREGTRTEARNEE@E AR -

MEFRAX BHRNSHEXKEESY
¥ BB RREHRIES DGR -

HERBEERARERERATIRE
£ [R) 2 B /BB X ) B S A9 IR B R -

ZEDEHEAN T _=FRE
BT S R -

ERRSGNEEEBEREFRIEESHE
195 TE B9 53K R AR PFHETT ©
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36. RELATED PARTY TRANSACTIONS 36. ELEA M H X F w0

(Continued)

(c) Compensation for key management (c) XEEXFEEBAENHE
personnel of the Group
Key management of the Group are members of the board of AEBTEEBAERESTERE
directors, as well as members of the “management board” of LEEBRRIN[EREEZES]IKE
the parent company. Key management personnel remuneration FTEEBEABEFHEEATHE

includes the following expenses:

2023 2022
—E-=F —E-=
RMB’000 RMB’000

AR¥TR ARETT

Salaries, allowances and benefits in kind He R REYF S 1,263
Pension scheme contributions RIREETEIHR 4
Total compensation paid to SR TFEEEEASNMEEE

key management personnel 1,304
Further details of directors’ emoluments are included in note 11 EEMEeNE— LSBT AESHB
to the consolidated financial statements. WERMEA1AH o

(d) Provision of guarantees by related parties (d) FEAEER PTRHEMNER

Details of the Group’s guarantees to related parties are AN B M) BB T ME M EREFIBEE R
included in note 28 to the consolidated financial statements. A SRR M RE28 o
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37. FINANCIAL INSTRUMENTS BY

CATEGORY

The carrying amounts of each of the categories of financial

FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

37. REHETHWERM TR

SESBTARNGRSHANEEEMT -

instruments as at the end of the reporting period are as follows:

2023 —E-=F
Financial assets THREE
Financial
assets at
amortised cost
1 8 85 AR A
FTEM
tRMEE
RMB’000
AR®T
Trade receivables FEUE 5 FR
Financial assets included in prepayments, FTATERT IR « H AU EIE &
other receivables and other assets HEMWEENSREE
Amounts due from related companies JiE U RE Bt A R FIB
Pledged deposits BT
Cash and cash equivalents ReMHeEEY
Financial liabilities =N
Financial
liabilities at
amortised cost
2 8 85 A A
FTEN
SRAaE
RMB’000
AR®T
Trade payables BB S 5R 57,268
Financial liabilities included in a1 A EL Ath FE A5 5RIE K FEETIE B #Y
other payables and accruals TREE 321,338
Other liabilities HEaE 50,000

Amounts due to related companies
Amount due to immediate holding company
Interest-bearing bank and other borrowings

& B & R 5RIR
ANR=REEZ T NI S
FBIRTT R EMAE K

EEMBERR AR

1,649
453
2,808,480

3,239,188
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Ak =7
37. FINANCIAL INSTRUMENTS BY 37. BERESWEMIAw
CATEGORY (Continued)
2022 —E-—
Financial assets THEE
Financial
assets at
amortised cost
TR B SH AR
TE
CREE
RMB’000
ARET T
Trade receivables FEWE 558 20,484
Financial assets included in prepayments, T ATETFRIE © Ho i FE W RRIE
other receivables and other assets EMEENSRERE 25,006
Amounts due from related companies el NS B 8,740
Pledged deposits [REEEERES /S 283
Cash and cash equivalents ReERBFEEFEY 9,806
64,319
2022 —E-=
Financial liabilities THEE
Financial
liabilities at
amortised cost
R SR A
FTE
cRBE
RMB’000
ARETF T
Trade payables FERTE 5508 50,020
Financial liabilities included in FT A EL Ath fE A~ 3R I8 K FEETIE B #Y
other payables and accruals TREE 213,441
Other liabilities HEtaE 50,000
Amounts due to related companies & A B R R 50R 12,693
Amount due to ultimate holding company FER S AR PEIR A RIFRIR 48,751
Financial liabilities included in other long-term liabilites ~ st AEMEHEBEHNSRIAE 50,000
Interest-bearing other borrowings s A H M ERK 2,211,564
2,636,469
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38. FAIR VALUE AND FAIR VALUE

39

HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of the Group’s
financial instruments as disclosed in note 37 to the consolidated
financial statements approximate to their carrying amounts largely
due to the short-term maturities of these instruments.

There were no transfers of fair value measurements during the years
ended 31 December 2023 and 2022.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise amounts due
from/to related companies, immediate holding company and ultimate
holding company, interest-bearing bank and other borrowings,
pledged deposits, and cash and cash equivalents. The main purpose
of these financial instruments is to raise finance for the Group’s
operations. The Group has various other financial assets and liabilities
such as trade and other receivables and trade and other payables,
which arise directly from its operations.

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

39.1 Foreign currency risk

The Group is exposed to the foreign currency risk mainly
arising from changes in the exchange rate of USD against
RMB. The Group has not hedged its foreign exchange rate risk
based on the consideration that the foreign currency
transactions are not significant to the Group.

38. M T AMAFER AP

39

ZEMBERR QA

EERER

BEEC AR RRM L7 AER
SEERIANATEREAREERES =
ZmNItET AN HFHRE -

HE_ T _=-FfR-_FT_—F+_A=+—
HIEFE A FEFE 2T EER o

Bt b B 3E B R R BUR

AEENEES R T A OREEY &R B
AR BEERERR R R &EERREFRA
SEERITREMER EEMERURES
EREEEY ZEERMTANTIZANE
REEENEEERET AEEEZREE
EKEEXBEEEANEMEREENARE
WA FE M 5 TR T B H A WK IR DA S RN B
Z R N B A T ROR e

AEESHTAEANTIZRARAINERER -
ERRBRNMABERR EFRFAMBEEE
BEBERBOERE  ARERRBALT -

39.1 s | ez

AEBHBGEIERXTEARBESX
HEFWMELNINERERE - Z B2 HMNE
RHHAREBAFEKR  WASEYL
R HNE LR o
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39. FINANCIAL RISK MANAGEMENT

184

OBJECTIVES AND POLICIES (continued)

39.1 Foreign currency risk (Continued)

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
USD exchange rate, with all other variables held constant, of
the Group’s loss after income tax and the Group’s equity.

39. K EREEBFEREX

(&)
39.1 SN B B (4R

Ti%ZE/TEﬁﬁﬁH@“%W&HT“E’J
BERT NEBEBRASHEEEBIR
Zli‘ilﬁs SH R RE B RFECE R

BB S EEBNGRE -
Increase/
Increase/ (decrease)
(decrease) in loss
in foreign after
currency income tax
rate and equity
RRETBH %

ShEEE = BiER S
AT & (R
% RMB’000

% ARETT

2023
If USD weakens against RMB
If USD strengthens against RMB

2022
If USD weakens against RMB
If USD strengthens against RMB

—EC-=F
fiZET 5 A REEE
iZE T AREHE

—E-_F
iMZET 7 A REEE
mET A REHE
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

39.2 Credit risk
Maximum exposure

The tables below show the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and year-
end staging classification as at 31 December 2023 and 2022.
The amounts presented are gross carrying amounts for
financial assets.

As at 31 December 2023

12-month
ECLs
1218 ARH
FEFE
Stage 1
F1RE
RMB’000
AR®TR
Trade receivables* EME 5508
Financial assets included in prepayments, 5t ATER 308 « E e da 78
other receivables and other assets REMEERNGRHEE
— Normal** - —
. LOW*** . 1&*“
Amounts due from related companies U BIEE A R FUE
Pledged deposits BHEAER
— Not yet past due — R
Cash and cash equivalents ReRREEEY
— Not yet past due — R

RMB’000

39. M EEEE R FEREXK

39.21= FH B

RAE R

TRETNERAEBEEBRRNEE
HERGAEERR ZEEBXRE
ZERBENIHER (BRIEFETH
BN NEMKARSKSE 7RI ESH
HEmERASERR) UER=ZTE=Z=
FR-_ZTE-_—_F+-_A=1+—HWF
ERBESBE -MENcEREREE
RIBREI 4B %8 o

R-ZB-=f+=-A=t+—H

Lifetime ECLs
PHRNEERSR
Simplified
Stage 2 Stage3  approach Total
Hok®  HIWE MELAE @it

RMB’000 RMB’000  RMB’000

ARBTRE AR®TR ARETR ARETR
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39. FINANCIAL RISK MANAGEMENT

39. K EREEBFEREX

OBJECTIVES AND POLICIES (continued) (%)
39.2 Credit risk (Continued) 39.21= A & ka2 (@)
Maximum exposure (Continued) RAE P (&)
As at 31 December 2022 R_E——F+=-—A=+—H
12-month
ECLs Lifetime ECLs
128 A
FEFE LHBEHEEEE
Simplified
Stage 1 Stage 2 Stage3  approach Total
F1RE  FoRE  FIWER  HlEAE Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AR®ETT ARETT
Trade receivables* EME 5508 - - - 23,949 23,949
Financial assets included in prepayments, &t ATBRTFIE « E b EUEIE [
other receivables and other assets HtEENEREE
— Normal** — — g 26,618 - - - 26,618
Amounts due from related companies &4 B8R 2\ B 5B 8,751 - 2,092 - 10,843
Pledged deposits EERER
— Not yet past due — R@H 283 - - - 283
Cash and cash equivalents ReRREEEY
— Not yet past due — R 9,806 - - - 9,806
45,458 - 2,092 23,949 71,499
N For trade receivables to which the Group applies the simplified CJ AE BRI EmMEB GG AR E
approach for impairment, information based on the provision WEBSFIEMmMS ' ERREERENSE
matrix is disclosed in note 20 to the consolidated financial RRGRE I 15 R R M aE 20 42 55 -
statements.
- The credit quality of the financial assets included in prepayments, e ST ATEN FRIE - E fh FE IR IE R E At

other receivables and other assets is considered to be normal
when they are not past due and there is no information indicating
that the financial assets had a significant increase in credit risk

since initial recognition.

significant increase in credit risk since initial recognition.
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The credit quality of the financial assets included other
receivables is considered to be low when they are past due and
there is information indicating that the financial assets had a

AENSHAENREREREAAN
BHRUR A IER - AR B
RREEHEBAENEAAREE
240 -

ETREE (BREMENRFER) ER

B BAENBETZEREAERS TR
RUARGEERBARIE N AZE

MEENEERERERE -
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39. FINANCIAL RISK MANAGEMENT 0. iR EE R FEREXK

OBJECTIVES AND POLICIES (continued) ()

39.3Liquidity risk 39.3 M Ep 1t BB
The Group’s policy is to maintain sufficient cash and cash AEENHREARFDVHIR S KR
equivalents and have available funding through capital %—rf‘% I35 B E B K H b & FREX
contribution and other borrowings. BEw -
The maturity profile of financial liabilities as at the end of the RMEHR - @RAERETHNER
reporting period, based on the contractual undiscounted BRI R BB R AT ¢

payments, is as follows:

More than Total

Within one year contractual
oneyearor butless than More than  undiscounted Carrying
on demand five years five years cash flows amount

-FR®  -ENER RHORER

RERE AENUR RENE REREAE REE
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARBTT  ARMTR  AR%TR  ARETR  ARET:R

At 31 December 2023 R=BZ=£+=A=+-H
Trade payables EREZHE 57,268 57,268
Lease liabilities HERRE 1,234 ] 3,459
Financial liabilties included in st AE e fT5E R e R B

other payables and accruals MEmEE 321,338 321,338
Other liabilities Hit BB 50,000 50,000
Amounts due to related companies JWEW% NEIFE 1,649 1,649
Amount due to immediate EREERRAFFE

holding company 453 453
Interest-bearing bank and ﬁﬁﬂﬂ&ﬁﬂﬁfa A

other borrowings (excluding (TaEREEE)

lease liabilties) 3,151,450 : 3,153,743 2,805,382

3,583,392 : 3,587,910 3,239,188

Financial guarantees issued (note) 2 BHSHER (fif35)
Maximum amount guaranteed RREREE
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39. FINANCIAL RISK MANAGEMENT
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39. K EREEBFEREX

OBJECTIVES AND POLICIES (continued) ()
39.3Liquidity risk (Continued) 39.3 7% B 1t /2 B ()
More than Total
Within one year contractual
oneyearor  butlessthan Morethan  undiscounted Carrying
on demand five years five years cash flows amount
—FRY —FER AHREE
NP RELR hENE RERESHH REE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTL ARBTT ARBTT ARETFT AREFTL
At 31 December 2022 R-E-—&#+-B=+-H
Trade payables ENESHE 50,020 - - 50,020 50,020
Lease liabilties HERR 1557 2,757 81 4,395 3,841
Financial liabilties included in STARMERFIEREER
other payables and accruals NERaRE 213,441 - - 213,441 213,441
Other liabilties b g 50,600 - - 50,600 50,000
Amounts due to related companies  fE{ BIE A ] 5B 12,693 - - 12,693 12,693
Amount due to ultimate ENR&ERANE
holding company 48,751 - - 48,751 48,751
Financial liabilties included in STARMRBEENERER
other long term liabilities - 50,600 - 50,600 50,000
Interest-bearing other borrowings & 8 E &
(excluding lease liabilties) (TEEREER) 2,476,421 2,655 - 2,479,076 2,207,723
2,853,483 56,012 81 2,909,576 2,636,469
Financial guarantees issued (note) B % B I &R (HizE)
Maximum amount guaranteed EREREE 17,500 - - 17,500 17,500
Note:
W 5T

The amounts included above for financial guarantee contracts are the
maximum amounts the Group could be forced to settle under the
arrangement for the full guaranteed amount if that amount is claimed by
the counterparty to the guarantee. Based on the legal advice, a
provision of RBMB17,500,000 was recognised for the year ended 31
December 2023 and 2022.
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39. FINANCIAL RISK MANAGEMENT 0. KRAREEEEREE
OBJECTIVES AND POLICIES (continued) ()

39.4 Capital management 394 EREHE

The primary objectives of the Group’s capital management are
to safeguard the Group’s ability to continue as a going concern
and to maintain healthy capital ratios in order to support its
business and maximise shareholders’ value. The Group
manages its capital structure and makes adjustments to it in
light of changes in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or
issue new shares.

The Group monitors capital using a gearing ratio, which is net
debt divided by net debt plus total deficit. Net debt includes
trade payables, other payables and accruals, other liabilities,
amounts due to related companies, amount due to ultimate
holding company, interest-bearing other borrowings, provision
for loss on unauthorised guarantees and other long-term
liabilities less cash and cash equivalents. The Group’s policy is
to keep the gearing ratio at a reasonable level. The gearing
ratios as at the end of the reporting periods are as follows:

Group

AEBEAEENTIZARRERSE
SERFECERNURBFERNE
AL AR EER RRBRIRFE
RAEE - AKHE &L BRI E &
MERRABEERNER BERK
ABERRE AEELSHEXMN
T AR A A S R B AR AR B IR Bk 3
TTHTAX

AEBRHAEABBLXREREN
% L IR ABE T R DA E 75 D0 &5 A 42
HAE - FEBRERNESHE
Hib A RIB R EFIRR - HtA(E -
ERBEBARRE  ENREERA
BIRIE FFEEMER REREE
REBEBUREOGEHAERR S
RBReEEY AKENHRREREKE
AEFLEXRGERREEKF RB|E

HARNERBELRAT :
KEH
2023 2022
—ZE=-= —E-F
RMB’000 RMB’000

ARBT T AR¥TE

Trade payables JETE S 5RIA 57,268 50,020
Other payables and accruals B e~ 5RIE R EETIE B 424,999 411,704
Other liabilities H & 50,000 50,000
Amounts due to related companies JFE{S BB R R R 1,649 12,693
Amount due to immediate holding company J& 1 B £ #5 i% A &) 78 453 -
Amount due to ultimate holding company R &R IEAR A R FIE - 48,751

Interest-bearing bank and other borrowings & B 8817 & E b (& X 2,808,480 2,211,564
Provision for loss on unauthorised guarantees 7 A& 1% #E #& (R &5 18 B 17,500 17,500
Other long-term liabilities HREAEE 6,517 55,993
Less: Cash and cash equivalents B ReRREEED (10,124) (9,806)
Net debt FETS 3,356,742 2,848,419
Total deficit BB %R (2,333,542) (1,808,163)
Net debt and total equity FES MR AT 1,023,200 1,040,256
Gearing ratio BARBE=E 328.1% 273.8%
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40.

41.

190

CONTINGENCY

Two court hearings against the Group as the guarantor to two
creditors are suspended and it is still uncertain as to how much the
borrowers will be able to repay these creditors for the suspended
court hearings. Based on the legal advice, it is expected the court
judgements might require the Group to pay to these creditors 50% of
the loan amount should the debtors eventually fail to repay these
creditors.

EVENTS AFTER THE REPORTING
PERIOD

In 2024, 3N 2 S T, B ASH and S ELE have confirmed that
they do not intend to demand payment from the Group for the
amounts due to them for a period of twelve months from the date of
approval of these consolidated financial statements.

In 2024, FEA# has signed a letter of commitment to cover all of the
provision for the loss in the unauthorised guarantees of approximately
RMB17,500,000 (2022: RMB17,500,000) (note 29) and the
borrowing that were withdrawn on behalf of Zhejiang Zhongwei of
approximately RMB19,144,000 (2022: RMB17,075,000) (note 28),
including the respective interest expenses, penalties and legal costs
of these unauthorised guarantees and borrowing in present and the
future.

On 2 February 2024, pursuant to the Investment Agreement, the
Group settled other liabilities amounted of RMB50,000,000 owed to
CD Fund by bank transfer. Upon the completion of settlement,
around 3.5% equity interest in Huzhou Laohenghe should be
transferred to Huzhou Chenshi. The transfer of this equity interest
was not completed at the date of approval of the consolidated
financial statements. Please refer to note 30 to the consolidated
financial statements for details of the Investment Agreement.
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40. AR EIE

41.

MIRHEARE ((FRMAERANERA)
HUEB R AR E (F - B ATD N EE R E 5
ERERAME  BRAKBENEEZSTER
ANSE -REBEZEER  WEEHARK
REERZFEEAER - BHDER #IR AT 58
ERAEERZEEREAIN0%HNERE
2 o

BEMRER

RT3 R BT - B A R
BRRECHER REBEENZEGEAVBR
RULE B BRE T+ — A SRR R
FRIRERAREENK -

RZTZNE  BEAHE BT R K  RE
FTERAEEREEREBERBBOARE
17,500,000 (ZE2EZ=ZZZF : AR¥®
17,500,000 7c) (Bt 5E29) » JA K AR &R H7 /L
TRERERAY 18 3K 40 A R #19,144,0007T (=&
——F: AR¥17,075,0007T) (Hf5E28) -
BIERCIR R KB KB B R AR KA B
FMERX - SIRRERER -

NR-ZZE-_NWE-_A-—Q  BEITEH=
SEEBRTEEEEABRAZREESDN
H b8 & A R % 50,000,000 7T ° 5T K &R
1% SHN Z 18 M 4 3.5% RRHE #5828 58 T 38 ] R
K- NGRS RRES ERE kS
MARTEMN o EE R BR 2R T B R
RKIEES0 °
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42. STATEMENT OF FINANCIAL

42.

POSITION OF THE COMPANY

Information about the statement of financial position of the Company

at the end of the reporting period is as follows:

% 0 U 5 A B

For the year ended 31 December 2023 HE—E-_=F+-A=+—HIFE

N2 B B B B AR O 2R

RIERE - BRAA AR BRRRNE R
mT :

2023 2022
—EC-=F —=E-=
RMB’000 RMB’000
ARET ARET T
ASSETS AND LIABILITIES BEEREE
Non-current assets ERBEE
Investment in a subsidiary KB AR REE -+
Current assets REBEE
Prepayments, deposits and other receivables  TERTFIE - &6 K E b fE UL FRI8 637
Amounts due from subsidiaries i i) INGIE S —**
Cash and cash equivalents RekREEED 94
Total current assets MEBEEHAE 731
Current liabilities REEE
Other payables and accruals E b RIE R FEETIE B 5,655
Amount due to ultimate holding company BN AR IR A B FR I8 25,409
Amount due to immediate holding company EREEZERARFIA =
Amount due to a subsidiary FEST KT B A R IE =
Amount due to a director BN —REEHE 8
Total current liabilities REBEELRE 35,802 31,072
Net current liabilities and net liabilities RBEETFEREEREE (34,829) (30,341)
EQUITY e
Share capital [N 1,767 1,767
Reserves (note) R (FiaE) (36,596) (32,108)
Total deficit B At Aa e (34,829) (80,341)
“ Less than one thousand. “ S

o Amounts due from subsidiaries of approximately RMB791,038,000
(2022: RMB789,047,000) was fully impaired during the year ended 31
December 2023 after management’s collectability assessment on these

balances.

EEMBERR AR

o EEBBYHZSAHETIIEETEE -
EWZHEHNBEARAREBHN AR
791,038,000 L (ZE - -4 : AR
789,047,0007T) REEZE=T=_=F+=A
=t+— B FERERE -
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42. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY (continued)

192

42. 7 7] B9 B & AR OR 3R

Note: B3 -
A summary of the Company’s reserves is as follows: ARARHEEHREWT :
Exchange
Share fluctuation Accumulated
premium reserve losses Total
B RE EXRSHE 2 EE @t
RMB’000 RMB’000 RMB’000 RMB’000
AR T ARBTT ARKT T ARETT
At 1 January 2022 R-_ZE-_—_4—H—H 817,201 18,843 (864,249) (83,205)
Total comprehensive income/ FNEEBRA (X)) @58
(expense) for the year = 8,553 (7,456) 1,097
At 31 December 2022 and R-ZE-——F+=-A=+—H
1 January 2023 rE=—E-_=%—HF—H 817,201 22,396 (871,705) (832,108)
Total comprehensive income/ FREEBA (X)) B
(expense) for the year (6,112) (4,488)
At 31 December 2023 RZTE_=F+=-A=+—H 817,201 (877,817) (36,596)
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