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Corporate Information (Continued)
NRER(E)
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Chairman’s Statement (Continued)
BEERTE(E)

INTRODUCTION

During the year, the global economic growth rate was 3.6% which
was expectedly risen compared with 2016. The US, Japan and
European economies were slowly recovered or getting out from
decline, while the emerging market and developing countries
growth rate was slowed down. Performance of major economic
entities dispersed and the connection of Asia with the world
economy accelerated under the new technology. The International
Monetary Fund (IMF) forecast the growth rate of world economy
is rising, with developed, emerging and developing markets at
2.2% and 4.6% respectively. Overall, the emerging and developing
markets surpassed the developed markets, and contributed more
to the global growth.

In 2017, the Gross Domestic Product (“GDP”) of China reached
6.9%, slightly higher than 2016 and return to growing trend from
2010 onward. The stable economic condition was attributable
to export demand improvement. With the global economic
recovery, China export growth rate can attain 8% under the stable
consumption and declining investment trend. Among the domestic
demand, daily consumption played an important role. The 2017
social consumable retail amount kept at approximately 10.3%,
which is similar to 2016. Consumption contributed to around 4.5%
of the GDP which investment spending dropped to around 7.2%.
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Chairman’s Statement (Continued)
BEERWME(E)

There were three main trends in China retail market. Firstly,
personalised, high quality and leisure-oriented consumption grew
aggressively. With the increase in residents’ income, consumers
pursue higher living standard and more leisure activities to satisfy
their spirit needs. In addition, new generation under informative
society urged enhancement of personalized products, and those
have same needs gathered together through internet and hence
created a variety market. Besides, domestic products cannot
satisfy upcoming needs of consumers, this resulted in substantial
demand of imported products and stimulate growth of cross border
e-commerce. The aggregate annual growth rate of e-commerce
was 30% per annum. With the higher price-performance ratio,
simplified transaction flow, high message transfer speed, low
transaction cost, the prospect of cross border sales was prominent.
Lastly, due to the popularity of mobile application, personalized
spending will be further enhanced. The logic of e-trader is
stimulating online sales flow by group sharing and positive
reputation. With the help of special shopping environment, social
interaction, information circulation, and the publicity creation, it is
expected to convert data flow into order transactions.

BUSINESS REVIEW

During the year, traditional department stores still faced
unprecedented pressure, with the gradual reduction of closure of
stores by retail giants in the non-core city area. The retail business
has been recovering. The impact upon the operation in the retail
industry posed by the surge of e-business gradually surfaced, not to
mention the effect brought by high rents, high wage and other rising
costs. Apart from the tough business environment, the Group still
attained reasonable operating results.
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Chairman’s Statement (Continued)
BEERTE(E)

In 2017, retail industry was generally operating under difficulties.
Despite the negative factors, the Group has made changes to
its operation and recorded a stable operating result. For the year
ended 31 December 2017, the Group has recorded revenue
of approximately RMB700.2 million, representing a year-on-
year decrease of approximately 3.9%. Gross profit from direct
sales except online sales was approximately RMB90.8 million,
representing a year-on-year increase of approximately 3.9%,
and consolidated profit attributable to owners of the Company
was approximately RMB33.2 million, representing a year-on-year
decrease of approximately 19.6%. The decrease in revenue was
mainly attributable to the additional renovation works to some of our
major stores, to give a new shopping environment to the shoppers.
Besides, our stores have undergone rearrangement of sales floor
area by injecting trendy brand name and hot food and beverage or
entertaining operators. During the period of renovation, temporary
suspension of business in our stores and this adversely affected our
direct sales turnover.

During the year, the Group has continued renovation enhancement
to the stores. Considerable amount of fund has been spent
for store enhancement of Songgang store bringing a fresh
shopping appearance to consumers and creating a new shopping
environment. On the other hand, there were implementation of
internet technique on sales by starting online to offline sales through
mobile application, and to introduce “Dmall” in the payment system
of stores. Besides, the Group extended its factoring business to
other supply chain financing service to explore new business. More
than that, the catering business has been expanded by adding
one more theme restaurant and one new Chinese style specialty
restaurant, offering new choice to customers.

On the administration aspect, the Group has implemented various
measures to maintain its operational efficiency and minimize
operating costs in relation to the human resources system.
Recruitments through various channels such as recruitment fair,
head hunting, campus recruitment were held during the year,
which enhanced the quality and technical knowledge of new staff
members for preparing new business in future. With regard to risk
management, the Group has expanded the overall risk management
framework by enhancing the internal system, internal control,
education and introduction, and special investigation.
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Chairman’s Statement (Continued)
BEERWME(E)

On the investment horizon, the Group has commenced one theme
restaurant and one Chinese style specialty restaurant during the
year to move a step forward to the catering industry. Besides, a
new shopping mall has been established in Bantian Longgang
Shenzhen. It will bring the neighbourhood residents and visitors a
new type of shopping experience. Looking forward, our business
will be more diversified as the Group will continuously explore viable
investment opportunities by making good use of the resources
raised from the Listing to increase the return to shareholders.

PROSPECTS

It is anticipated that the slowdown in economic growth rate of China
will exist as the high operating cost will extort the profit margin
which led to more business merger in the industry in 2018. The
traditional retail store will be highly conglomerated with online store
by sharing customer data, product information and sales tactics
such that to provide a more enjoyable and convenient shopping
experience. Apart from this, multi-operational development will be
a main stream. The China retail market will be highly consolidated
into various large operators to make use of its corporate marketing
power and ability, and to increase the market competitive strength.

The Directors believe that both opportunities and challenges await
ahead, and the retail industry will compete and develop in a better
market environment.

In business development aspect, the Group will uphold the principle
of “consolidating resources and developing retail chain business”,
to strengthen the management, reiterate the competitive strength,
upgrade the brand image and expand in a stable manner. The
Group will focus on the development in areas such as Guangdong
and Guangxi by making use of different expansion models including
“acquisition, merging, investment holdings and joint venture”.

On behalf of the Board, | would like to express my sincere
appreciation to all staff for their dedication and contribution to the
Group, and would like to express my gratitude to all shareholders,
business partners, and valuable customers for their utmost support
to the Group.

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
28 March 2018
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMBENT

EEREEEEAEHE

DIRECTORS

Executive Directors

Mr. Zhuang Lu Kun (3EfE3#), aged 57, is the founder, executive
Director and the chairman of the Group. He is responsible for
the overall management, strategic planning and major decision
making of the Group. Mr. Zhuang is the father of Mr. Zhuang
Xiao Xiong. Mr. Zhuang has over 20 years of experience in the
retail industry. He had served as a honorary deputy chairman
of Shenzhen General Chamber of Commerce (#YIT4E€), a
committee member of Guangdong Province Committee of Chinese
People’s Political Consultative Conference (RIHEREZE®), a
member of the China General Chamber of Commerce (1 Bl %
%&2), a deputy chairman of Shenzhen Private Entrepreneur’s
Chamber of Commerce (ZYITTR & EKEE), a deputy chairman
of Shenzhen Franchise Association (RYITEEEETEH D),
and a honorary chairman of Shenzhen Baoan General Chamber
of Commerce (RYIBLRMEEE). Mr. Zhuang graduated from
Guangdong Administrative and Management College (&R 1TH £
Bt) majoring in modern management in July 1999, and obtained
the Master of Business Administration of senior management
from the Sun Yat-sen University (1L AZ). He also received the
award of “Paragon of Work” of Guangdong province (&R %& 4 &)
REFESE) in May 2003 and the award of Outstanding Staff Care
Private Ownership Entrepreneur (AT ETIEFTRELER)
in September 2006. He was elected as the Top Ten Person of
the Year in Commerce of Guangdong in 2007 and the Top Ten
Creditable Entrepreneur in the Integrated Retail Industry in China
in the year 2007 and 2009 respectively, and the deputy chairman
of the Hong Kong Volunteers Federation in 2014. Mr. Zhuang has
served the Group for over 23 years.

Mr. Zhuang Pei Zhong (§5M &), aged 56, is an executive Director
and the chief financial officer of the Group. He is responsible for
the financial accounting of the Group. Mr. Zhuang obtained an
undergraduate diploma in financial accounting from Guangdong
Radio and Television University (BHREEETEAZ) in 1990
and pursued advanced studies in management in Sun Yat-Sen
University. Mr. Zhuang joined the Group in August 1995 and has
over 20 years of experience in the retail industry. Mr. Zhuang was
accredited senior membership of the International Profession
Certification Association (BFERE#HE) and membership of the
China Association for Employment Promotion (fFBIFt ¥ {2# &) in
2008 and has obtained a master degree in business administration
from the University of Wales in England in 2014. Mr. Zhuang has
served the Group for over 20 years.
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Biography of Directors and Senior Management (Continued)
EENEEEEAESEE(E)

Mr. Gu Wei Ming (BE#8), aged 49, is an executive Director
and the deputy general manager of the Group responsible for the
management of information system and human resources of the
Group. He joined the Group in August 1997 and has over 20 years
of experience in the retail industry. In 2014, Mr. Gu has obtained the
master degree in business administration from University of Tianjin
of China. Mr. Gu has served the Group for over 20 years.

Mr. Zhuang Xiao Xiong (¥t #), aged 35. Mr. Zhuang obtained
from the University of Luton, United Kingdom a bachelor of arts
degree in business administration in 2005 and a master of science
degree in finance and business management in 2006. Mr. Zhuang is
the deputy chairman of Shenzhen General Chamber of Commerce
(Association of the Industrialists and Businessman) (% 3l 1 42 7%
@ (L8 )) and a committee member of the Chinese People’s
Political Consultative Conference of Shenzhen (I # & Il T & 8
&). Mr. Zhuang is the son of Mr. Zhuang Lu Kun and Mrs. Zhuang
Su Lan. He joined the Group as full time member in 2006 and is
responsible for the overall operation management of the Group. Mr.
Zhuang has served the Group for over 12 years.

Independent non-executive Directors

Mr. Chin Kam Cheung (#§8%f), CPA (practising), FCMA, aged
60, is a practising accountant in Hong Kong. Mr. Chin is a fellow
member of the Chartered Institute of Management Accountants
and a member of the Hong Kong Institute of Certified Public
Accountants. He has extensive experience in auditing, accounting
and financial management. Mr. Chin was appointed independent
non-executive director of Excalibur Global Financial Holdings
Limited (SEHK: 08350) on 12 January 2018. Mr. Chin has served
the Group for over 10 years.

Mr. Sun Ju Yi (RE =), aged 65, graduated from the Finance and
Economic Institute of Tianjin in the PRC in 1978 and underwent
a master research study program at the Finance and Economics
Institute of Tianjin in the PRC in 1978. He is a senior accountant
and a registered accountant in the PRC. He had been a lecturer
of the Finance and Economic Institute of Tianjin and the assistant
to the principal of Shenzhen Zhong Hua Accounting Firm. Mr. Sun
has over 30 years of experience in financial lecturing, accounting,
auditing and corporate financial management. Mr. Sun was an
independent non-executive director of Jinchuan Group International
Resources Co. Ltd (formerly known as Macau Investment Holdings
Limited) (SEHK: 02362). He is a director of Gemdale Corporation (&
155 ) (600383.SH), a listed PRC nationwide property developer.
Mr. Sun has served the Group for over 5 years.
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Biography of Directors and Senior Management (Continued)
EENEEEEASEE(E)

Mr. Ai Ji (X&), aged 64, graduated from Hunan Radio and
Television University (#1587 E 45 K5 with a bachelor’'s degree
in law and obtained the qualification of a practising lawyer in
1988. Mr. Ai is a practising lawyer in the PRC, has worked for
Hunan Chuhua Law Firm (#F1 2= £/ E#FT) and Guangdong
ShenTianCheng Law Firm (EEZFXAEREHFAT), and is a senior
partner of the Yingke Law Firm (B #HEEN S #5F7). He is a member of
the standing committee of the fifth session of National Committee of
the Chinese People’s Political Consultative Conference (Shenzhen)
(FRARBGAHEEZFINMTZEZEE), a member of various
committees (including member of the sixth and seventh sessions
of standing committee of Guangdong, deputy chairman of legal
system committee, and deputy chairman of the fifth and sixth
sessions of Shenzhen committee) of the China Democratic National
Construction Association (FBIREEEE). Mr. A practised as a
legal counsel and has accumulated over 36 years experience in
various commercial and law firms in the PRC. Mr. Ai has served the
Group for over 10 years.

SENIOR MANAGEMENT

Ms. Zhou Ling Li (A¥,F), aged 30, is the manager for the
supermarket division of the Group, responsible for the overall
strategic development, implementation and operation, commodity
procurement and resource allocation, and logistic delivery
management etc of the supermarket division. Ms. Zhou obtained
the certificate of Business Enterprise Management and the
Internet Education from the Nankai University of Tianjin and
Dongbei University of Finance & Economics University of Liaoning
respectively. Ms. Zhou joined the Group in 2009. She has extensive
experience in retail supermarket management and procurement.
Ms. Zhou has served the Group for over 9 years.

Mr. Chen Li Chong (BR¥£), aged 42, is the manager for
the engineering department of the Group, responsible for the
establishment of engineering and facilities management system,
purchase of bulk equipment, and project based renovation program
etc. Mr. Chen obtained the certificate of Housing Architecture
from the Fujian Agriculture And Forestry University and is a PRC
registered civil engineer. Mr. Chen joined the Group in 2003. He has
extensive engineering facilities management experience. Mr. Chen
has served the Group for over 15 years.
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Biography of Directors and Senior Management (Continued)
EENEEEEAESEE(E)

Mr. Li Dong (Z#), aged 43, is the manager responsible for
security and safety management of the Group. Mr. Li obtained a
certificate of Business Administration from the Open University of
China in 2011. Mr. Li has served as store manager, deputy manager
of the human resources department, the chief operation officer,
the general manager of the Guangxi subsidiary and the deputy
manager of the procurement department. Mr. Li has over 17 years
of experience in the retail industry. Mr. Li has served the Group for
over 14 years.

Mr. Zhuang Ru Zhao (¥4 "), aged 36, is the manager
responsible for the management of online sales of the Group. Mr.
Zhuang obtained the certificate of Education Management and the
master degree of Business Administration from the South China
Normal University of China and University of Wales in England in
2005 and 2014 respectively. Mr. Zhuang joined the Group in 2005.
He has worked for the positions of office administration manager,
senior executive manager and chairman of labour union. Mr.
Zhuang has served the Group for over 13 years.

COMPANY SECRETARY

Mr. Ho Yuet Lee, Leo (i #l), FCCA, CPA, ACIS, ACS, aged
44, is the finance manager and company secretary of the Group.
Mr. Ho obtained bachelor degree of Business Administration
(Honours) in Accounting from the Hong Kong Baptist University
in 1995 and a master degree in Corporate Governance from
the Hong Kong Polytechnic University in 2008. He is a fellow
member of the Association of Chartered Certified Accountants, an
associate member of the Hong Kong Institute of Certified Public
Accountants, an associate member of the Hong Kong Institute of
Chartered Secretaries and an associate member of the Institute of
Chartered Secretaries and Administrators. Mr. Ho has experience in
accounting, auditing and corporate finance. Mr. Ho has served the
Group for over 10 years.
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INDUSTRY REVIEW

In 2017, the Global economy was growing steadily in a
critical stage. Global economic activities improved with
recovery in the developed nations and fast growing in the
developing countries. However, the strength of recovery was
not strong and differentiated. The growing pace of US and
China economies was stable, with positive effect on the Latin
America and “Belt and Road” zone. The European economy
was under recovery stage, and the political prospect needs
special concern. Difference in developing pace in different
countries will change the global economic pattern, with the
economic core moving eastward.

Chinese resident income increased steadily. This accelerated
the switch and expansion of spending market. New
consumption form and pattern arose, which changed the
operating structure, the commodity mix and the market
strategy, helped to drive the economic growth. At the same
time, traditional retail entities resumed sales growth by
extending its sales channel. Supermarket and department
stores employed commodity delivery chain, artificial
intelligence and mobile internet technique to optimize its
delivery system. With the combination of the e-commerce
platform, a new retail industry providing catering, shopping,
entertaining and leisure activities appear.

Jiahua Stores Holdings Limited Annual Report 2017

TEME
—E—
REBGEES ] - BORADARE - R
%E%Wb%% HREEEHE

EHEEREREE &

CBEBHNEMLRATR - BIFELE
ﬁ?%ﬁﬁ o KB - HERERERE
BRHNT RN E
EEIEETE - BUNKEE L85
B HFEBRYVBEIBUARTS - S
BERERBRNERIEERR -
S E/Dﬂ%[‘ﬂ?*& °

REERBAERIBE - HEELT

R HEMMGHREE—F
R - BB R TR AR A PR

B BELMGXERELEE Bot
B RMAEERESE  HEEE
BELEERTERD NNER - @
B ERTEXCERERARIEEE
L ZRMEMIERES - BH LA

BRI mALxEE - ATEENBEH
EMRERMATEREABER - HE
BYemae  BROSEK BY -

LERKRAEZER —BHFZE
1% -



Management Discussion and Analysis (Continued)
EEENRE D (E)

According to the statistics released by the National Bureau
of Statistics of China, GDP for the year amounted to
RMB82,700 billion, representing a 6.9% increase over
last year. Total retail sales of social consumer goods for
the year was RMB36,600 billion, representing an year-on-
year (“YOY”) growth of 10.2%. Among them, retail sales
of “over-the-threshold” consumer goods grew by 8.1% on
an YOY basis to RMB16,100 billion. Retail sales of urban
consumer goods rose by 10.0% to RMB31,400 billion YOY,
while retail sales of rural consumer goods rose by 11.8% to
RMB5,200 billion YOY. By consumption pattern, retail sales
of commodities went up 10.2% to RMB32,700 billion YOY.
During the year, total domestic online retail sales amounted
to RMB7,200 billion, representing an YOY growth of 32.2%.
Among them, commodity goods online retail sales grew by
28.0% on an YQY basis to RMB5,500 billion, accounting for
15.0% of the total retail sales of social consumer goods. The
growth in the food and drink, apparel and daily consumption
categories were 28.6%, 20.3% and 30.8% respectively.
The annual per capita income amounted to RMB26,000. On
further breakdown, per capita disposable income of urban
residents amounted to RMB34,000, increased by 7.2% as
compared with last year; Per capita disposable income of
rural residents amounted to RMB13,000, increased by 8.6%
as compared with last year.

Overall, despite certain decrease in sales of commodities
category (mainly apparel), the traditional retail store industry
is still healthy and flourishing.
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Management Discussion and Analysis (Continued)
EEENRE D (E)
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BUSINESS REVIEW

At year end date, the Group has directly operated 11 retail
stores with a total gross floor area of approximately 149,000
square meters, principally located in Guangdong province
(including Shenzhen and Foshan) and Guangxi Zhuang
autonomous region. Among them, ten retail stores (total
gross floor area of approximately 146,000 square meters)
are operating as retail outlets and one is used for leasing
purpose. For the ten retail outlets, eight of them are in
Guangdong (seven in Shenzhen and one in Foshan) and
the remaining two are in Nanning Guangxi. On the catering
side, the Group has operating three restaurants (two main
theme restaurants located in Nanshan and Baoan Central
District of Shenzhen) and one Chinese restaurant (located in
Longgang Shenzhen). During the year, the Group has closed
two beverage kiosks.

Besides, the Group also owns a four-floor commercial
property located in Baoan Central District, Shenzhen,
Guangdong province. Except for part of one floor being
used as the Group’s own headquarters, all other commercial
floors have been fully leased out for rental purpose. The
Group has completed the takeover of Bantian shopping mall
in Longgang of Shenzhen from the connected party landlord
on September 2017. Renovation of the mall has been carried
out and the mall has inaugurated before the end of year. The
Group has started a new page for operating a shopping mall.

Establish the first shopping mall to connect the
new trend of retail industry

The Group has commenced operation of the Max City
(the shopping mall portion of the Jiahua Ling Hui Plaza).
The shopping mall is located at the Bantian Longgang of
Shenzhen which has seven floors covering approximately
35,000 square meters. It is situated at the busy crossroad of
Bantian Longgang, which will bring a new type of shopping
experience to the neighbourhood.

The mall was renovated with new ideas which bring up a
combined spirit of the charming of Chinese culture and
modernization. The theme is named “Splendid of the East”.
It used the elements of bamboo to represent the aroma of
eastern culture and expressed a sense of LOHAS, which
gives our customers a visual impact and green concept.

Jiahua Stores Holdings Limited Annual Report 2017
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Management Discussion and Analysis (Continued)
EEENRE D (E)

Each floor has its own unique topic with different design idea
and floor plan layout. The auxiliary corridor was decorated
with hand-made graffiti and the wooden chairs in the open
area was shaped in artistic knitting. The complex was the
first shopping mall in Bantian having the elements of buying,
leisure, entertaining and beverage in one stop, with cinema,
elite supermarket, fashionable brand name, international
food bazaar and parenting activities etc.

Advance the Internet Technology subsidiary to
promote shop freely mode

During the year, the Group has obtained recognition of the
integration of informatization and industrialization in the
management system as the first retail company achieving
this merit in the country. The integration covers both
operation and financial areas, including data, technique,
work flow and organizational structure, and encompasses
management duties, basic security, implementation
schedule, and assessment and improvement. The system
should be information based and sustainable.

On the other hand, the subsidiary of the Group was
listed on the Chinese High-Tech Enterprise Certification
of Shenzhen in 2017. The subsidiary engaged in internet
plus transformation, innovation, multi-class integration,
technology research concepts to develop service platform.

For the development of smart supermarket, the Group has
cooperated with Dmall Life Network Technology Co., Ltd.
(“DMall”) to introduce its shop freely function in three of our
stores and promote a new way of shopping with no tills or
cashiers. DMall application allows shoppers to scan their
smartphone upon purchases and the bill will be automatically
charged to a his/her online account when they leave the
store. This enhances traditional shopping experience and
reduces operation costs. More applications will be available,
including minutes pay, membership consolidation, 020 etc,
will give customers more shopping experience in the new
shopping era.
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Management Discussion and Analysis (Continued)
EEENRE D (E)
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Establish the new commercial factoring system to
expand the business scope

During the year, the Group has produced a set financial
product solution (including accounts receivable pledging
transfer and invoice financing) through a first tier supplier of a
national telecommunication giant. The Group walked through
the full process from sales order making, material purchases,
production planning, logistic, invoice dispatch and debt
recovering etc. By cross verification with clients, core
business, manufacturer and logistic partner, the financing
risk will be reduced.

In 2017, the government has tightened the control within the
financing industry which affects banks and securities house
towards the factoring business. Nevertheless, the Group was
able to obtain a better performance. In future, we are going
to expand the scope of factoring business by establishing
a factoring system with specific adjustment to particular
industry to generate standardized products.

Operate theme and specialty restaurant to broaden
business criteria

The Group has operated two theme restaurants, which were
located at the hot vacation park (Shenzhen Nanshan OCT
Harbour) and a hypermarket (Shenzhen Baoan Uniwalk)
during the year, serving western style cuisine of fresh raw
materials and new cooking technique, together with side
dish and dessert. The restaurants offer healthy food and
beverage for family and friends to enjoy the menu in the
secret path, and activities such as salon photo-taking,
birthday party, wine tasting and tea time etc. On the other
hand, the Group has started preparation for two new
restaurants in Shenzhen, which are located at Longgang
Wanke Square and Bantian Jiahua Linghui Plaza, which have
been opened in January 2018.

A Chinese cuisine restaurant — the Goose pot, was
introduced from Guangdong Qingyuan to Shenzhen
residents. The food provided was simple and stable, with
reliable supply chain, and traditional recipe. The first store
was opened in Bantian Jiahua Linghui Plaza in Longgang,
and there will be another stall coming in Gongming
Shenzhen.

Jiahua Stores Holdings Limited Annual Report 2017

BREMRIERG  BAXBEHE

RER » AEEEEBE —FKE2EARE
BERARN—RHERREREERES
BRG (Eh Bl EYRRE REE
RATERE) BRRE-—EHERS
BERAR - AKERITETE K
BRE - EERS  WRER R
YR ZRIFIEES - ZIRESHE - @
BEEP - BZOLE  BX  #Rd
ENRXNRE  ARULRSERIE

T -

—T+F BERFRSHEME
MBS ERMEHERTT - FRYHRET
B E  BEAKERETENK
SINEFTIRTT R - RAKBBR
BERGOERE  YREZTEENE
BOETTARAR ARSI RENE
ECHEmM  BAREXEBNRIE -

RETBREFEERE  BRAXK
[ m

AEBFAREMREIEEE LR
FYlmzELRBEEERELZRES
TERHLA - BEARBERRAR
BAREBYHL  UAERE  RE
RRMERETERNES F BH/D
RMHMARS - SEEAINEREE
ZHORFEER  BEEWTEESE
ARRARZER - BEREHDER
B ABREE mOASRTFRFR
B R RERAEHARSZIMK
RIFFDEEETE  EEENE
B35 MR AEERERES D EC IR
RZZ—-—N\F—AFE-

SETRRAM — K RERE - ICEGE
& EREBEMSIATRIE
R - Z%HBLmEERE  RITFHH
FEEARIE - M EFEGRT - BEXD
EEEFREERIRABRERS 55—
RN IENEHERNFYNAAFE -



ManagementDmcusmonandAnaWsm(Conﬁnuem
EEENRE D (E)

The Group was preparing another restaurant with new
technology, aiming at sharing, interactive and experience.
It named “I enjoy cooking”. There will be different functional
zone surrounding different catering topics, offering a one
stop leisure place for local residents and visitors. The first
store will be opened in Longgang Bantian Jiahua Linghui
Plaza soon.

Reform the risk management system by improving
the organizational chart

The Group has been building the risk management system
focusing on ideology and structure. The risk management
division will enact relevant rules and regulation documents,
arrange publication and training to all managerial and general
staff. Apart from these, the existing working procedure
and internal control manual will be updated, adjusted
and improved to form a more scientific risk management
framework.

The framework contained four major components. System
is the fundamental element. The rules, procedures and
guideline of the five basic duties of risk management division
will be documented. Then, the internal control of the Group
will be enhanced by strengthening of work flow document
and importing key risk and control measures. Furthermore,
publication and education will be launched by organizing
meeting, training, alert activities and promissory declaration
etc. The main purpose is to reinforce risk control and prevent
fraud. The final one will be audit and inspection. This covers
adjustment on audit direction and project based audit.
Criteria includes external audit, management audit and due
diligence etc.

The organization of risk management encompasses
five components, including internal control, major risk
management, anti-fraud, internal audit and legal risk
management. The mission is to promote business
development by managing risk. The task force will be
composed of internal control, audit and legal departments to
accomplish the goal.
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Management Discussion and Analysis (Continued)
EEENRE D (E)

(C) OUTLOOK

Looking forward to 2018, retail industry is still facing rising
cost and e-commerce competition. The operation mode
division will be more apparent. With the increase in resident
household income and demand of service, the spending
pattern will be heading quality goods and lofty leisure
activities. Shopping and leisure experience will become the
focus point for retailers, and shopping mall will be the general
direction.

Apart from this, the Group is prepared for the sales
reorientation works by strengthening operation management
to enhance our profit level and tackle challenge from the
e-commerce operators. At the same time, the Group will
continuously renovated our stores to enhance the shopping
experience, to prepare new shopping mall, to put forward
system construction for factoring business, to develop
food and beverage business, to open up community
convenience store, and to make use of online shopping
platform. On the operation level, information system build up
and improvement, customer satisfaction enhancement will
be maintained. On the investment side, the Group will look
for other appropriate investment opportunities, extend our
business horizon, to increase return rate to shareholders.

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2017, total revenue of the
Group (that is, the aggregate proceeds from direct sales of goods,
commissions from concessionaire sales, rental income from sub-
leasing of shop premises, rental income from investment properties,
rental income from sub-leasing of a shopping mall, interest
income from factoring services, and sales of food and catering)
was approximately RMB700.2 million, representing a decrease of
approximately 3.9% from approximately RMB728.9 million in 2016.

During the year, there were additional renovation works to some
of our major stores, to give a new shopping environment to the
shoppers. Besides, our stores have undergone rearrangement of
sales floor area by injecting trendy brand name and hot food and
beverage or entertaining operators. During the period of renovation,
temporary suspension of business in our stores and this adversely
affected our direct sales turnover. The Group has opened its first
shopping mall in Longgang Bantian to bring new operation income
from the new retailing era.
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Management Discussion and Analysis (Continued)
EEENRE D (E)

In 2017, total direct sales of goods except online sales declined
by approximately 8.1% to approximately RMB508.7 million. Sales
margin of direct sales except online sales was approximately
17.9% for the year of 2017, which was apparently higher than the
sales margin of direct sales except online sales of approximately
15.8% for the year of 2016, as a result of the tighten control over
operation loss and commodity mix. On the other hand, internet
sales amounted to approximately RMBO0.5 million during the year
due to change of sales direction from direct sales to sales on behalf
of retailers.

Commission from concessionaire sales decreased by approximately
0.7% to approximately RMB109.5 million for the year of 2017 as the
upgrade of suppliers and brand name have been nearly completed,
though partly affected by the new retailing era. In contrast,
rental income from sub-leasing of store premises increased
to approximately RMB51.6 million for the year, an increase of
approximately 0.5% comparatively on yearly basis as most of the
food and beverage or entertaining operators under fixed rental lease
has become mature and stable. Rental income from investment
properties increased by approximately 10.5% to approximately
RMB10.1 million for the year. The increase was mainly due to arrival
of first rental increment period of most of the tenancy, and full year
rental income of the second floor of the properties to a related
party. During the year, factoring business has been improved.
Income from factoring services has been increased by 52.4%
to approximately RMB2.8 million. The business in the catering
industry of two theme western restaurants and a specialty Chinese
restaurant have been expanded which achieved a turnover of
approximately RMB10.1 million during the year. The two beverage
kiosks have been closed. On the other hand, the Group has started
the management of its first shopping mall of with seven lifestyle
floors. The rental income was approximately RMB6.9 million during
the year.

Other operating income

Other operating income of the Group, which mainly comprised
of interest income, net exchange gain, administration and
management fee income from suppliers, government grants and
miscellaneous income, amounted to approximately RMB63.3
million in 2017, representing a decrease of approximately 9.6%
from approximately RMB70.0 million in the year of 2016. The
main reasons are (i) the decrease of government grants of
approximately RMB1.2 million; (ii) the storage charge from suppliers
of approximately RMB1.7 million last year was not recurring; (iii) the
sundry income from clearance of old accounts payable balances
and compensation for loss from fire insurance of approximately
RMB1.2 million and RMBO0.3 million respectively last year was not
recurring; and (iv) change of tax policies on income with effects of
approximately RMB2.9 million.
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Management Discussion and Analysis (Continued)
EEENRE D (E)

Cost of inventories sold

Cost of inventories sold represents the cost of inventories sold of
approximately RMB421.5 million, representing a decrease of 10.1%
from approximately RMB469.0 million in 2016. Upon the stringent
control on procurement management, cost of direct sales has been
decreased more than the direct sales of goods. The Group’s cost
of inventories sold for direct sales except online sales declined to
approximately RMB417.8 million for the year ended 31 December
2017, representing a decrease of approximately 10.3% from
approximately RMB465.9 million in the year of 2016.

Increase in fair value of investment properties

Increase in fair value of investment properties increased from
approximately RMB10.6 million for the year ended 31 December
2016, to approximately RMB20.1 million for this year, representing
an increase of approximately 89.6% due to changing conditions in
real estate market.

Staff costs

The Group’s staff costs increased by 10.9% from approximately
RMB89.4 million in 2016 to approximately RMB99.2 million in 2017.
The increase was mainly due to opening of new shopping mall and
new restaurants, and rose in labour cost.

Depreciation

The Group’s depreciation increased by 14.6% from RMB31.1
million in 2016 to approximately RMB35.7 million in 2017. The
change was primarily due to opening of new restaurants and
additional expenditure on the amortisation of fixed assets for
renovation of stores during the year. Depreciation as a percentage
of total revenue of the Group increased from 4.3% in 2016 to 5.1%
in 2017.

Selling and distribution costs

Selling and distribution costs increased by approximately RMB13.9
million, mainly due to opening of new shopping mall and new
restaurants.

Administration expenses

Administration expenses increased by approximately RMB7.8
million, mainly due to opening of new shopping mall and new
restaurants.
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Management Discussion and Analysis (Continued)
EEENRE D (E)

Other operating expenses

Other operating expenses increased by approximately RMB4.6
million, mainly due to (i) provision for a legal claim of approximately
RMB3.2 million; (ii) impairment loss on an intangible asset related
to kiosks of approximately RMB1.8 million; and (iii) reduction
of impairment loss on an available-for-sale financial asset of
approximately RMBO.6 million.

Share of loss of an associate

There was no share of loss of an associate during the year.
For the year ended 31 December 2016, there was provision of
approximately RMBO0.1 million representing impairment loss on
Shenzhen Egoos Mobile Internet Limited.

Income tax expense
The Group’s income tax expense increased by 14.0% from
approximately RMB23.4 million in 2016 to approximately RMB26.7
million in 2017 as there was additional provision of withholding
tax on income and deferred tax on fair value change of investment
properties of the Group.

Profit for the year

As a result of the reasons mentioned above, profit for the year
ended 31 December 2017 amounted to approximately RMB33.2
million, representing a decrease of 19.3% from approximately
RMB41.1 million in 20186.

Subsequent events
The Group did not have any significant subsequent events
subsequent to 31 December 2017.
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Management Discussion and Analysis (Continued)
EEENRE D (E)

LIQUIDITY AND FINANCIAL RESOURCES

The Group maintains a stable financial position. As at 31 December
2017, the Group had cash and bank balances of approximately
RMB288.8 million (2016: approximately RMB328.6 million). During
the year, the Group did not use any financial instruments for any
hedging purpose.

NET CURRENT ASSETS AND NET ASSETS

The Group’s net current assets as at 31 December 2017 was
approximately RMB118.6 million, a decrease of 36.6% from the
balance of approximately RMB187.1 million recorded as at 31
December 2016.

Net assets slightly up to approximately RMB599.8 million,
representing an increase of approximately RMB8.2 million or 1.4%
over the balance as at 31 December 2016.

REVENUE - TURNOVER
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15% 14% 740,
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15.6%
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72.7%
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7.0% \|
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2017 2016

—E—tHF —Z—RF

RMB’000 RMB’000

AR%STT ARETT

O Sales of goods SHEEm 509,167 555,206
® Commissions from concessionaire sales EEHEMSHES 109,525 110,330
© Rental income from sub-leasing of shop premises 254X aHE S A 51,581 51,331
® Rental income from investment properties BEMENRSIA 10,146 9,180
O Rental income from sub-leasing of a shopping mall S fHEYH LA IA 6,897 -
@ Interest income from factoring service KERBER 2T BEUWA 2,808 1,843
O Sales of food and catering B NRERIEA 10,059 731
© Others Hith - 282
700,183 728,903
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Management Discussion and Analysis (Continued)
EEENRE D (E)

GROSS PROCEEDS FriS FRIE#EE
31% 0.4% — 0.:"‘/:;/?80/8.1%
31.0%
e o % 30.6%
0.6% 0.1%

2017 2016
—2—tF =—T-RX

RMB’000 RMB’000
ARBTR ARETT

O Sales of goods SHEE M 509,167 555,206
O Concessionaire sales EEHE 1,054,112 1,190,857
@ Rental income from sub-leasing of shop premises S fEHYENTE S WA 51,581 51,331
© Rental income from investment properties REMENHES WA 10,146 9,180
® Rental income from sub-leasing of a shopping mall S fEWH LBFE S KA 6,897 =
@ Interest income from factoring service REREERZFEBA 2,808 1,843
@ Sales of food and catering RYREBHFBA 10,059 731
® Others Hib - 282

1,644,770 1,809,430
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Management Discussion and Analysis (Continued)
EEENRE D (E)

CORPORATE GOVERNANCE AND OTHER
INFORMATION

Risk Management

The activities of the Group expose it to a variety of financial risks,
including foreign exchange risk, credit risk, interest rate risk and
liquidity risk.

(i)

(i)

(iii)

28

Foreign exchange risk

The Group has operation in the PRC so that the majority
of the Group’s revenues, expenses and cash flows are
denominated in RMB. Assets and liabilities of the Group
are mostly denominated in RMB and HK$. Any significant
exchange rate fluctuations of foreign currencies against RMB
may have financial impact to the Group.

Credit risk

For the operation and management of retail stores and other
related businesses and food and catering business, the
Group has no significant concentrations of credit risk. Most
of the sales transactions were settled in cash basis or by
credit card payment. Credit risk on cash and bank balances
is mitigated as cash is deposited in banks of high credit
rating.

The Group’s exposure to credit risk mainly arises from
loan receivables from factoring business. In respect of
loan receivables, the Group’s policy is that all customers
who wish to obtain loans from the Group are subject to
management review. The Group holds collaterals directly or
indirectly to cover its risks associated with loan receivables.

The credit and investment policies have been followed by
the Group since prior years and are considered to have been
effective in limiting the Group’s exposure to credit risk to a
desirable level.

Interest rate risk

The Group’s exposure to interest rate risk mainly arises
on cash and bank balances and factoring receivables. The
Group has not used any derivative contracts to hedge its
exposure to interest rate risk. The Group has not formulated
a policy to manage the interest rate risk.
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Management Discussion and Analysis (Continued)
EEENRE (&

CORPORATE GOVERNANCE AND OTHER

INFORMATION (Continued)

Risk Management (Continued)

(iv)  Liquidity risk
The Group’s policy is to maintain sufficient cash and bank
balances and have available funding to meet its working
capital requirements. The Group’s liquidity is dependent
upon the cash received from its customers. The directors of
the Company are satisfied that the Group will be able to meet
in full its financial obligations as and when they fall due in the
foreseeable future.

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

Employees And Remuneration Policy

For the year ended December 2017, the Group had 1,503 full
time employees in average in the mainland China and Hong
Kong. The Group continues to recruit high calibre individuals
and provide continuing education and training for employees to
help upgrading their skills and knowledge as well as developing
team spirit on an on-going basis. During the year, total staff costs
were approximately RMB99.2 million. Competitive remuneration
packages are structured to commensurate with reference
to individual responsibilities, qualification, experience and
performance.

Contingent Liabilities
As at 31 December 2017, the Group has no significant contingent
liabilities.

Capital Expenditure

For the year ended 31 December 2017, capital expenditures
of the Group for property, plant and equipment amounted to
approximately RMB94.2 million (2016: approximately RMB41.9
million).

Capital Commitments

As at 31 December 2017, the Group had capital commitments
contracted, but not provided for, amounting to approximately
RMB17.4 million (2016: approximately RMB6.4 million).

EEEARAEMER (&)

R EE ()

(iv) FEBELERE
REBROBRBHERZ R RES RIRTT
e WHSESURAELERS
EE AKENRDESKBEER
FUWEHIRE - ARBZEEEM - K
EEGENA R RK 2 SEITHEDH
BATSARHE -

AEENESEREERBAEEZSEL
SEEEBLENRN  URKRR&RE
- RESRELMERSAANNG - W
SRENEREBLUREESHA o

1B & RFHBBUR
BE_ZT—tHF+-_A=T—BLEHFE K
SERTEMMEAR FIH41,503% 2 BifE
B - ARBEBREEANT X AREEBR
WIREHE BIEF - UTERSE B RN
RAH - WIREEKEE - FA 0 BTHEK
RH A AR¥99,153,0007T © A& EIRER]
BENRE  BF KBERRITIAHF
HEFBNFE

RREE
RZE—+F+A=+—H AEELE
EXHRAME -

EARMEX
BE_ZT—+F+_A=+—HIFE &
EEBME  BEMIENERRINOAA
R#94,167,0007C( —ZF —RF : HARKE
41,868,0007T) °

BREE

MN-ZE—+F+-A=+—0  KEEDITL
BAREENE REEL B ARK17,448,0007T
(ZZT—"F : HARH6,353,0007T) °

EETEERERAT —z-—+5en 29



Management Discussion and Analysis (Continued)
EEENRE D (E)

CORPORATE GOVERNANCE AND OTHER
INFORMATION (Continued)

Gross  Average of daily Average of daily
floor area transactions transactions

Commence (sg.m.) (Supermarket) (Department store)  Estimated no. of

operationon Storey EEMHE BHTHRZHE BEFHRZHYE  visitors per day

Retail stores IR R R (EHK) () (RE) S EEEHE
FY17 FY16 FY17 FY16 FY17 FY16
2017F 20165 20176 20166 2017  2016F
Xixiang 7z 1/10/1997 3 8,806 4,285 4,753 28 39 6,253 6,949
Shajing W 1/5/1999 5 20,978 2,787 3,426 662 862 5,001 6,217
Songgang /e 1/1/2001 5 23,134 4,280 4,807 886 997 7,491 8545
Longhua BEE 1/11/2001 5 24,549 2,967 2,962 1,146 1,322 5,963 6,211
Gongming N 1/9/2002 4 21,843 6,422 6,699 1,250 1,349 11,124 11,670
Shiyan hE 1/1/2007 1 5852 4,886 5,143 749 77 8,171 8,575
Yanbu 7 1/1/2008 2 7,987 2,090 2,294 29 80 3,073 3,442
Dashatian KA H 1/1/2009 3 8500 2,590 2,619 130 144 3,943 4,006
Sanlian =B 5/12/2009 4 9,600 2,207 2,056 - - 3,200 2,981
Taoyuan R 30/12/2009 4 14,493 2,684 2,879 237 248 4,235 4,535

Gross proceeds

per operation area

Gross proceeds per day Average value
Gross proceeds per day BHKEER per transaction
FBREAR BERERERAR FrERIBAE BRRZVFHE
(RMB million) (RMB thousand) (RMB) (RMB)
Retail stores (AREBEET) (AREFT) (ARET) (ARETT)
FY17 FY16 FY17 FY16 FY17 FY16 FY17 FY16
20178 2016  2017F 20166  2017F  2016F 2017 201645
Xixiang 7 67.2 75.0 184.1 205.3 23.1 25.7 47.0 45.9
Shajing D3 155.7 207.4 426.6 568.2 21.5 28.6 135.9 136.5
Songgang N 257.0 291.3 704.1 798.0 36.9 41.8 132.8 136.5
Longhua BEE 308.8 342.2 846.0 937.6 40.5 44.9 232.2 218.0
Gongming Nz 379.5 4075 1,039.6 1,116.5 53.1 57.0 139.8 143.1
Shiyan yaka 268.8 290.1 736.5 794.9 156.8 169.2 132.7 140.8
Yanbu 7 30.6 33.9 83.7 92.8 14.0 15.5 38.8 38.5
Dashatian RPH 59.2 58.3 162.2 159.8 34.7 34.2 61.9 58.0
Sanlian = 25.3 25.1 69.3 68.8 11.1 11.0 29.6 324
Taoyuan HR 64.8 65.4 177.7 179.1 18.1 18.3 65.4 57.2
Notes: BiEE

The above-mentioned are unaudited figures and based on internal records.
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CORPORATE GOVERNANCE REPORT

TEERRE

The Group fully acknowledges its obligations to its shareholders and
investors. For the year ended 31 December 2017, the Company
has been in strict compliance with the applicable legal and
regulatory requirements of domestic or foreign securities regulatory
authorities and has been devoted to improving the transparency of
its corporate governance and the quality of information disclosure.
The Group also attaches great importance on communication with
its shareholders and strives to ensure the timeliness, completeness
and accuracy of its information disclosure to its shareholders and
investors and to the protection the interests of investors. The Board
has strictly complied with the principles of corporate governance
and is dedicated to improving the management quality of the
Company and the standard of corporate governance continually in
order to protect and enhance value for shareholders. To this end,
the Company adopted the principles in the Corporate Governance
Code (the “CG Code”) set out in Appendix 14 of the Listing Rules
with the aim of enhancing the quality of corporate governance of
the Group. Such adoption was reflected in the Company’s Articles
of Association, internal rules and regulations and the corporate
governance implementation practices.

The Board is of the view that the Company has complied with the
code provisions set out in the Corporate Governance Code for the
year ended 31 December 2017 as contained in Appendix 14 of the
Listing Rules, except for the following deviations:

Code Provision A.6.7 of the Code requires that Independent Non-
executive Directors should attend general meeting. Due to other
commitments, two Independent Non-executive Directors of the
Company had not attended the annual general meeting of the
Company held on 29 May 2017.

Code provision E.1.2 of the Code requires that the chairman of the
board should attend the annual general meeting. Mr. Zhuang Lu
Kun, the Chairman of the Board was unable to attend the annual
general meeting of the Company held on 29 May 2017 due to his
other business engagements.
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Corporate Governance Report (Continued)
TEERRE (E)

BOARD

The Board consists of seven Directors, of whom four are executive
Directors including the chairman of the Board and three of whom
are Independent Non-executive Directors. Profiles and particulars
of the chairman of the Company and other Directors are set out
under the section headed “Biography of Directors and Senior
Management”. The term of service of each Director (including
Independent Non-executive Directors) is three years (two years
for Independent Non-executive Directors). Corresponding to the
term of service, all executive Directors have entered into service
contracts, which are valid for a term of 3 years (two years for
Independent Non-executive Directors) and renewable subject
to the applicable laws. The names of Directors referred herein
are members of the eleventh session of the Board. The principal
responsibilities of the Board include:

- to formulate overall strategies, monitor operating and
financial performance and determine proper policies to
manage risks exposures arising in the course of achieving
the Group’s strategic goals;

- to oversee and review the Company’s internal control
system;

- to be ultimately responsible for the preparation of financial
statements of the Company and to assess the Company’s
performance, financial position and prospects in a balanced,
clear and comprehensible way in respect of the interim
and annual reports of the Company, other price-sensitive
announcements and disclosure of financial information
pursuant to the Listing Rules, reports submitted to the
regulatory authorities and information disclosure pursuant to
legal requirements;

- the executive Directors/management in charge of various
aspects of the operations of the Company are responsible
for the management of daily operations of the Company.
The Board is responsible for setting and handling policies,
financial and formulating affairs affecting the overall
strategy of the Company, including financial statements,
dividends policy, material changes to accounting policies,
annual operating budget, material contracts, key finance
arrangements, major investments and risk management
policies;

- the management has received clear guidelines and
instructions in respect of their authorities, especially under
all circumstances to report to the Board and to seek Board’s
approval prior to making any decision or entering into any
commitment on behalf of the Company; and
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Corporate Governance Report (Continued)
TEERBRE (&)

BOARD (Continued)

- to review the responsibilities and authorities delegated to the
executive Directors/management on a regular basis and to
ensure such arrangements are appropriate.

The members of the Board fully acknowledge their own duties
and obligations in treating all shareholders on an equal basis and
protecting the interests of all investors. The Company ensures that
documents and information relating to the businesses of the Group
are provided to Board members on a timely basis. The Independent
Non-executive Directors perform their duties in compliance with
relevant laws and regulations and safeguard the interests of the
Company and its shareholders as a whole. The Company has
received confirmation letters from each of the Independent Non-
Executive Director in respect of their independence pursuant to
Rule 3.13 of the Listing Rules.

Under the Articles of Association of the Company, at least one-
third of the Directors shall retire by rotation at the annual general
meeting and all newly appointed Directors will have to retire at the
next annual general meeting. The retiring Directors are eligible to
offer themselves for re-election.

Directors’ and Officers’ Liabilities

The Company has arranged for appropriate insurance coverage in
respect of legal action against the Directors and officers against
losses or liabilities sustained or incurred from execution of their
duties. The insurance coverage is reviewed on an annual basis or
any intervals as deemed appropriate by the Board.

Corporate Governance Functions
The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

During the year under review, the Board met periodically to review
the Company’s corporate governance policies and practices,
training and continuous professional development of directors and
senior management, the Company’s policies and practices on
compliance with legal and regulatory requirements, the compliance
of the Model Code and Written Employee Guidelines, and the
Company’s compliance with the CG Code and disclosure in this
Corporate Governance Report.
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Corporate Governance Report (Continued)
TEERRE (E)

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy with effect from
2 July 2014 and discussed all measurable objectives set for
implementing the policy. The Company recognises and embraces
the benefits of having a diverse Board with a view to enhancing
its effectiveness and achieving a high standard of corporate
governance. It endeavours to ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate to the
requirements of the Company’s business. Selection of candidates
will be based on a range of diversity perspectives, including but
not limited to gender, age, cultural and educational background,
experience (professional or otherwise), talents, skills, knowledge,
length of service and other qualities of Directors. The ultimate
decision of all Board appointments should be based on meritocracy
and the likely contributions that the selected candidates will bring
to the Board. The Nomination Committee has reviewed such board
diversity policy in the year.

Continuous Professional Development

The individual training confirmation of each director received for the
year ended 31 December 2017 is summarized below:—

Directors

Executive Directors BITES

Mr. Zhuang Lu Kun FrREsm e 4

Mr. Zhuang Pei Zhong Capilisg e

Mr. Gu Wei Ming BRRLE

Mr. Zhuang Xiao Xiong H/NMERAE
Independent Non-Executive Directors BIFHTES
Mr. Chin Kam Cheung IR

Mr. Sun Ju Vi REELE

Mr. Ai Ji N EE
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COMMITTEES

The monitoring and assessment of certain governance matters are
allocated to three committees which operate under written terms of
reference. The composition of the committees up to the date of this
report is set out in the table below:

Directors

Committee

ENERES

Z88
ETEREENERRTMTESEHA =@
ERFEHREEENZTEGHNT - HEAR
RHADILEZEREENKEBT

Audit Nomination
Committee

REZEE

Remuneration
Committee

FMzES

Executive Directors HITES

Mr. Zhuang Lu Kun (Chairman) — itBEtss s (FEL) = - .
Mr. Zhuang Pei Zhong FomB L L - Member i 8 =
Mr. Gu Wei Ming BERLLE - - Member f% 8
Mr. Zhuang Xiao Xiong NS A = = =
Independent Non-executive BIFHTES

Directors
Mr. Chin Kam Cheung IR LA Chairman £ /& Member X 8 Member X 8
Mr. Sun Ju Vi RBELE Member i\&  Chairman £J& Member fX &
Mr. Ai Ji N REE Member X & Member f,&  Chairman E %
AUDIT COMMITTEE ERERS

The Company has established an audit committee on 30 April
2007 with written terms of reference in compliance with the Listing
Rules. The audit committee comprises the three Independent Non-
executive Directors who together have substantial experience in
the fields of accounting, business, legal, corporate governance and
regulatory affairs. The audit committee is responsible for reviewing
the accounting principles and practices adopted by the Company
as well as substantial exceptional items, internal controls and
financial reporting matters, which included a review on the audited
annual results for the year ended 31 December 2017.

In addition, the audit committee also monitors the appointment of
the Company’s external independent auditor.

REMUNERATION COMMITTEE

The Company has established a remuneration committee on 30
April 2007 with written terms of reference in compliance with the
Listing Rules. The remuneration committee comprises the three
Independent Non-executive Directors and one Executive Director.
The primary duties of the remuneration committee are to review and
determine the terms of remuneration packages, bonuses and other
compensation payable to Directors and senior management. In
addition, it has responsibility for reviewing and making appropriate
recommendations to the Board on the remuneration policy and
structure of all the Directors and senior management.
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NOMINATION COMMITTEE

The Company has established a nomination committee on 30
April 2007 with written terms of reference in compliance with the
Listing Rules. The nomination committee comprises the three
Independent Non-executive Directors and one Executive Director.
The nomination committee is mainly responsible for making
recommendations to the Board on appointment of Directors and
management of Board succession. The responsibilities of the
nomination committee are to determine the criteria for identifying
candidates suitably qualified and reviewing nominations for the
appointment of Directors to the Board.

Attendance record of the Directors (including attendance by proxy)
is as follows:

Board
EET
g
Executive Directors HITES
Mr. Zhuang Lu Kun SRR 3/4
Mr. Zhuang Pei Zhong bR EE 474
Mr. Gu Wei Ming BRALE 4/4
Mr. Zhuang Xiao Xiong SNERAE 3/4
Independent Non-Executive ByEHITES
Directors
Mr. Chin Kam Cheung BRELE 4/4
Mr. Sun Ju Vi BEEEE 3/4
Mr. Al Ji NREE 4/4
COMPANY SECRETARY

The company secretary of the Company, Mr. Ho Yuet Lee, Leo, is
a full time employee of the Company. During the year, he has taken
no less than 15 hours of relevant professional training.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES
FOR THE FINANCIAL STATEMENTS

The Directors hereby confirm their responsibilities for preparing the
financial statements of the Company. The Directors confirm that the
preparation of the financial statements of the Company complied
with the relevant laws and accounting standards and that the
Company would publish the financial statements of the Company
at the appropriate time. The responsibilities of external independent
auditor to the shareholders are set out on pages 61 to 68.
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COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS IN APPENDIX 10 OF THE
LISTING RULES

The Company adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules as its code of conduct for securities transactions of the
Directors of the Company. After specific enquiries to the Directors,
the Board is pleased to confirm that all the Directors have fully
complied with the Model Code for Securities Transactions by
Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules during the year under review.

REMUNERATION OF AUDITOR

The Audit Committee is responsible for considering the
appointment of external independent auditor and reviewing their
remuneration. For the year, fee paid of approximately RMB1.1
million was incurred by the Company to the external independent
auditor as service charge for its audit service of the Group for the
year ended 31 December 2017.

RISK MANAGEMENT AND INTERNAL CONTROLS
The main features of the risk management and internal control
systems of the Group are to provide a clear governance structure,
policies and procedures, as well as reporting mechanism to
facilitate the Group to manage its risks across business operations.

The Group has established a risk management framework,
which consists of the Board, the Audit Committee and the senior
management of the Group (“Senior Management”). The Board
determines the nature and extent of risks that shall be taken in
achieving the Group’s strategic objectives, and has the overall
responsibility for monitoring the design, implementation and the
overall effectiveness of risk management and internal control
systems. The Board, through the Audit Committee, conducts
reviews of the effectiveness of such systems as least annually,
covering all material controls including financial, operational and
compliance controls.

The Group has formulated and adopted Risk Management
Policy in providing directions in identifying, evaluating and
managing significant risks. At least on an annual basis, the Senior
Management identifies risks that would adversely affect the
achievement of the Group’s objectives, and assesses and prioritizes
the identified risks according to a set of standard criteria. Risk
mitigation plans and risk owners are then established for those risks
considered to be significant.
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In addition, the Group has engaged an independent professional
advisor to assist the Board and the Audit Committee in ongoing
monitoring of the risk management and internal control systems
of the Group and in performing the internal audit functions
for the Group during the year. Deficiencies in the design
and implementation of internal controls are identified and
recommendations are proposed for improvement. Significant
internal control deficiencies are reported to the Audit Committee
and the Board on a timely basis to ensure prompt remediation
actions are taken.

The Board, through the Audit Committee, had performed annual
review on the effectiveness of the Group’s risk management and
internal control systems, including but not limited to the Group’s
ability to cope with its business transformation and changing
external environment; the scope and quality of management’s
review on risk management and internal control systems; result of
internal audit work; the extent and frequency of communication
with the Board in relation to result of risk and internal control
review; significant failures or weaknesses identified and their related
implications; and status of compliance with the Listing Rules. The
Board considers the Group’s risk management and internal control
systems were effective during the year.

The risk management and internal control systems of the Group
are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss.

PROCEDURES AND INTERNAL CONTROLS FOR
THE HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group complies with requirements of Securities and Futures
Ordinance (“SFQO”) and the Listing Rules. The Group discloses
inside information to the public as soon as reasonably practicable
unless the information falls within any of the safe harbours as
provided in the SFO. Before the information is fully disclosed
to the public, the Group ensures the information is kept strictly
confidential. If the Group believes that the necessary degree of
confidentiality cannot be maintained or that confidentiality may
have been breached, the Group would immediately disclose the
information to the public. The Group is committed to ensure that
information contained in announcements or circulars are not false
or misleading as to a material fact, or false or misleading through
the omission of a material fact in view of presenting information in
a clear and balanced way, which requires equal disclosure of both
positive and negative facts.
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ORGANISATIONAL STRUCTURE

The Group has established an organizational structure, which sets
out the relevant operating policies and procedures, duties and
authorizations.

AUTHORIZATIONS AND CONTROLS

Executive directors and senior management have been delegated
the relevant authorizations in respect of corporate strategies,
policies and contracting liabilities. Budget controls and financial
reporting systems are formulated by relevant departments and are
subject to review by directors in charge. The Group has formulated
relevant procedures to assess, review and approve significant
capital and recurrent expenses, while operating results will be
compared against the budgets and reported to executive directors
on a regular basis.

TRAINING ON INTERNAL CONTROLS

Directors and senior managements participate in internal control
training programmes provided by the Group, which are designed
to equip them with proper and full knowledge on internal controls,
and provide guidance to them to apply internal control systems on
a consistent basis.

ACCOUNTING SYSTEM MANAGEMENT

The Group has put in place a comprehensive accounting
management system, so as to provide the management with
indicators to evaluate its financial and operating performance and
financial information for reporting and disclosure purposes. Any
deviation from expectation will be analysed and explained, and
appropriate steps will be carried out to address issues where
necessary. The Group has set up appropriate internal control
procedures to ensure full, proper and timely record of accounting
and management information, which will be reviewed and
inspected on a regular basis to ensure the financial statements
are prepared in accordance with generally accepted accounting
principles, accounting policies of the Group and applicable laws and
regulations.

CONTINUING OPERATION

During the relevant year, there are no uncertain events or conditions
that may materially affect the continuing operation of Group on an
ongoing concern.
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INVESTOR RELATIONS

The Company reports to the shareholders regarding corporate
information of the Group on a timely and accurate basis. Printed
copies of the 2017 interim report have been sent to all shareholders.
The Company places great emphasis on communication with
shareholders and investors of the Company and improving the
Company’s transparency of information disclosure. As such,
designated officers are assigned to handle relations with investors
and analysts. The Company made disclosures in a faithful, true,
accurate, complete and timely manner in strict accordance with the
applicable laws and regulations, Articles of Association and Listing
Rules. At the same time, the Company places great importance in
collecting and analyzing various comments and recommendations
of analysts and investors on the Company’s operations, which
would be compiled into reports regularly and adopted selectively
in its operations. The Company has set up a website, allowing
investors to access updates on the Company’s particulars,
statutory announcements, management and recent operating
affairs. All published annual reports, interim reports, circulars
and announcements since the Listing are and will be included in
the “Investors Relations” section of the website. The Company
persistently adheres to its disclosure principle of honesty and
integrity and actively initiates communications with various parties.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors, for
shareholders’ consideration and voting. Besides, pursuant to the
Articles of Association, shareholder(s) holding not less than one-
tenth of the paid-up capital of the Company carrying the right of
voting at general meetings may request the Company to convene an
extraordinary general meeting by sending a written requisition to the
Board or the Company Secretary. The objects of the meeting must
be stated in the written requisition.

Shareholders may send written enquiries to the Company for
putting forward any enquiries or proposals to the Board of the
Company. Contact details are as follows:

Address: Suite 715, Ocean Centre, 5 Canton Road,
Tsimshatsui, Kowloon, Hong Kong
(For the attention of the Investor Relations
Department)

Fax: 852-36203100

Email: office@szbjh.com
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For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
law.

During the year, the Company did not make any changes to its
Articles of Association. An up-to-date version of the Articles of
Association is available on the Company’s website and the Stock
Exchange’s website. Shareholders may refer to the Articles of
Association for further details of their rights.

All resolutions put forward at shareholders’ meetings will be
voted by poll pursuant to the Listing Rules and the poll voting
results will be posted on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.szbjh.com)
immediately after the relevant general meetings.
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REPORT OF THE DIRECTORS
EEEHRE

The Directors are pleased to present their annual report together
with the audited financial statements of the Company for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of each member of the Company are set
out in note 32 to the financial statements. The principal activities of
the operating subsidiaries of the Company during the year ended 31
December 2017 are operation and management of retail stores and
other related businesses, provision of factoring services and, food
and catering in the PRC.

RESULTS

The results of the Company for the year ended 31 December 2017
are set out in the consolidated statement of comprehensive income
on page 69.

DIVIDENDS

The Board of Directors propose the payment of a final dividend for
the year ended 31 December 2017 of RMB1.91 cents per ordinary
share.

Subject to the approval of shareholders at the forthcoming Annual
General Meeting, it is expected that the payment of final dividend
will be made on or before Tuesday, 26 June 2018.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Company during the year are set out in note 11 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 25 to the financial statements.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the year are set out in consolidated statement
of changes in equity and note 26 to the financial statements
respectively.

SHARE OPTIONS

Details of the Company’s share option scheme and the movements
in the share options are set out in note 27 to the financial
statements.
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DISTRIBUTABLE RESERVES
As at 31 December 2017, the Company’s distributable reserves
amounted to approximately RMB253.3 million.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Articles
of Associations of the Company or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders.

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

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed or cancelled any of the Company’s
listed shares.

DIRECTORS
The Directors of the Company during the year and up to the date of
this report were:

Executive Directors:
Mr. Zhuang Lu Kun

Mr. Zhuang Pei Zhong
Mr. Gu Wei Ming

Mr. Zhuang Xiao Xiong

(Chairman)
(Chief Financial Officer)

Independent Non-executive Directors:
Mr. Chin Kam Cheung

Mr. Sun Ju Yi

Mr. Ai Ji

Pursuant to Article 87(1) of the articles of association of the
Company, Mr. Ai Ji, Mr. Zhuang Lu Kun and Mr. Zhuang Pei Zhong
shall retire from office at the forthcoming Annual General Meeting by
rotation. All retiring Directors, being eligible, will offer themselves for
re-election. The re-election of Directors will be individually voted by
Shareholders.

The Board confirmed that the Company 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 of the Stock Exchange. The Company considers that
all of the Independent Non-executive Directors are independent.
All of the Independent Non-executive Directors are members
of the Company’s audit committee, nomination committee and
remuneration committee.
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BIOGRAPHY OF THE DIRECTORS AND THE
SENIOR MANAGEMENT

The biographical details of the Directors and the senior
management are set out on pages 11 to 14.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service
contract with the Company for a term of three years (two years
for Independent Non-executive Directors) unless terminated by
not less than three months’ (two months’ for Independent Non-
executive Directors) written notice of termination served by either
the Director or the Company. Each of the service contracts further
provides that during the term of the service contract and within two
years upon the termination of service, the Executive Director cannot
engage in any business which is competing or is likely to compete,
either directly or indirectly, with the business of the Company.
The appointments are subject to the provisions of retirement
and rotation of Directors under the Articles of Association of the
Company.

Save as disclosed above, none of the Directors has entered into
any service contracts with the Company or any of its subsidiaries
(excluding contracts expiring or determinable by the employer
within one year without payment of compensation (other than
statutory compensation)). The Company’s policies concerning
remuneration of the Executive Directors are as follows:

(i) the amount of remuneration is determined on a case by
case basis depending on the relevant Director’s experience,
responsibility, workload and the time devoted to the Group;

(if) non-cash benefits may be provided at the discretion of the
Board to the relevant Directors under their remuneration
package; and

(i) the Executive Directors may be granted, at the discretion

of the Board, the share option scheme adopted by the
Company, as part of their remuneration package.
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Report of the Directors (Continued)
BEEgRE(E)

INTERESTS IN CONTRACTS OF SIGNIFICANCE
Save as disclosed in section under “Continuing Connected
Transactions” of this report on pages 48 to 55, no Director nor
controlling shareholders had a material interest, either directly
or indirectly, in any contract of significance to the business of
the Company. There is no contract of significance between the
Company, its holding company or any of its subsidiaries or its
controlling shareholder during the year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or were in existence during the year.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) pursuant to a resolution of the sole shareholder of the
Company passed on 30 April 2007. The Share Option Scheme
complies with the requirements of the Listing Rules. Certain share
options have been granted to the Directors and the employees of
the Company under the Share Option Scheme since its adoption
and up to 31 December 2016.

Regarding the values of options as disclosed in this report, it is
warned that due to subjectivity and uncertainty of the values of
options, such values are subject to a number of assumptions and
the limitation of the model.
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Report of the Directors (Continued)
BEEGHRE(E)

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

OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2017, the interests or short positions of the
Directors and chief executives in the shares, underlying shares or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) which (a) were required notification to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which any such Director
and chief executives is taken or deemed to have taken under such
provisions of the SFO); or which (b) were required pursuant to
Section 352 of the SFO to be entered into the register maintained by
the Company; or which (c) were required, pursuant to Model Code
for Securities Transactions by Directors of Listed Issuers (“Model
Code”) contained in the Listing Rules, to be notified to the Company
and the Stock Exchange were as follows:

Ordinary Shares of HK$0.01 each of the Company

EERBETHRAEREAQFRH
MEOEERD - HERO REESE
MERRAE

RZE—+F+_A=+—H E=Ek&:s
THABRARQRSEEMER EZE(E&
RBEARBEGRN(TEHRBEED])E
XVER) 2 Bt - MR D KEHFF - i‘?ﬁﬁ()
$E<?J§h%&Hﬁi%1MIJEﬁxv*ll%7&8’h
MEARRRBRrzEEIOAR (BIEE
ﬂﬁ@%%%&?%‘ﬁﬁw\;m& A5 NEE
1B B B EES RIS 2 R A
B K(b)RIEESH KA E &G 35215785k
ARRRIMGFEEELMAZERZIAR 5
C)IRIE EMMRAFTE LB ITAZEREITE
FRGMIRETFR([ZFESFR D BAME AR
AN R T ORI ¢

RABEREEBITZEER

Number of shares/Underlying Shares Held

Frisik 13, HERGEHE
Percentage
of Issued
Personal Family Total Shares
Capacity Interest Interest Interest HE BT
55 PN N EHHAE ROk
Mr. Zhuang Lu Kun (Mr. Zhuang)  Beneficial Owner 617,985,000 67,500,000 685,485,000 66.07%
AEREIRSE A (BE5E4E) EmAA (Note 1)
(Mt3E1)
Mr. Zhuang Xiao Xiong Beneficial Owner 75,000,000 - 75,000,000 7.23%
NS E EmlAA
Note: B EE
1) 67,500,000 Shares are held by Mrs. Zhuang Su Lan (“Mrs. Zhuang”). Since (1) 67,500,000k R BHEZEML T ([HAD)#F

B AREARIEAENERS  BIRER %&
HEGRE - FEEERBERFEAFAEN LR
DA

Mrs. Zhuang is the spouse of Mr. Zhuang, under the SFO, Mr. Zhuang is
deemed to be interested in the said Shares held by Mrs. Zhuang.

EXRBEZAERSENAR
BipzifRm -

GEPSEEL:

All the interests disclosed above represent long position in the
shares and underlying shares of the Company.
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Report of the Directors (Continued)
BEEgRE(E)

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

OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

Save as disclosed above, none of the Company’s Directors, chief
executive and their associates, had any interests or short positions
in the shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant
to section 352 of the SFO at the date of this report.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company or any
other body corporate granted to any Director or their respective
spouse or minor children, or were any such rights exercised by
them; or was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors, their respective spouses or
minor children to acquire such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2017, according to the register kept by the
Company pursuant to Section 336 of the SFO, and so far as
was known to any Director, the following persons (other than the
interests of certain Directors disclosed under the section headed
“Directors’ and Chief Executives’ Interests and Short Positions in
Shares, Underlying Shares and Debentures of the Company or any
associated Corporation” above), had an interest or short position in
the shares and underlying shares of the Company which would fall
to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO:
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Personal/ Percentage
corporate of issued
Type of interest Family share capital
interest Capacity BA interest Total {HEETRA
HmEE 52 A F) KRR At BatE
Mrs. Zhuang Personal Beneficial owner 67,500,000 617,985,000 685,485,000 66.07%
R EBAED BERBEEA (Note 1)
(Mt3E1)
Note: B E
1) 617,985,000 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang”). Since Mr. (1) 617,985,000 f 19 Bt e e A ([ BSR4 D

Zhuang is the spouse of Mrs. Zhuang, under the SFO, Mrs. Zhuang is deemed
to be interested in the said Shares held by Mr. Zhuang.
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BEEGHRE(E)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS
(Continued)

Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2017,
had an interest or a short position in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO.

CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the following non-exempt continuing
connected transactions under Chapter 14A of the Listing Rules,
which the Stock Exchange has granted waivers to, but subject to
the disclosure in the annual report under Rule 14A.49 of the Listing
Rules.

1. Lease of three store premises and rental income

received from BJH Group

AYMEEESEHFRAF (Shenzhen Baijiahua Group
Company Limited) (“BJH Group”) is owned as to 90% by
Mr. Zhuang and 10% by Mrs. Zhuang. BJH Group is thus an
associate of Mr. Zhuang and therefore a connected person
of the Company. The Group leased three store premises
from BJH Group, details of which are set out as follows:

(i) Lease of store premises for the Longhua Store
Pursuant to a lease agreement dated 5 April 2005
(“Longhua Store Lease Agreement”) between
BJH Group (as landlord) and Shenzhen Baijiahua
Department Stores Company Limited (“BJH
Department Stores”) (as tenant), BJH Department
Stores leases the store premises situated at Levels
1 to 5, Jiahua Emporium, No. 291 Renmin Bei
Road, Longhua Street, Baoan District, Shenzhen,
Guangdong Province, the PRC with a gross floor
area of approximately 24,549.25 square metres
for a term of 15 years commencing from 1 March
2004 and expiring on 28 February 2019 at a
monthly rent of RMB490,985 with triennial increase
of 5% starting from 1 March 2008. Pursuant to a
supplemental lease agreement dated 18 November
2006 between BJH Group and BJH Department
Stores, the parties agreed that if the Company
cannot meet the requirements in respect of
continuing connected transactions (including but
not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right
to terminate the transactions without any payment
or compensation. Pursuant to the Longhua Store
Lease Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2017 was approximately
RMB7,105,000 and has not exceeded the annual cap
of RMB7,110,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB7,170,000 for the year ending 31
December 2018.
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Report of the

EEEHRE (A

Directors (Continued)
)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of three store premises and rental income
received from BJH Group (Continued)

(ii)

Lease of store premises for the Songgang Store
Pursuant to a lease agreement dated 30 April 2005
(“Songgang Store Lease Agreement”) between BJH
Group (as landlord) and BJH Department Stores (as
tenant) and as supplemented by two supplemental
agreements dated 18 November 2006 and 29 March
2007 respectively both made between BJH Group
and BJH Department Stores, BJH Department Stores
leases the store premises situated at Levels 1 to
5, Jiahua Emporium, No. 293 Songgang Section
of State Avenue 107, Baoan District, Shenzhen,
Guangdong Province, the PRC with a gross floor
area of approximately 23,134 square metres for a
term of 15 years commencing from 1 March 2004
and expiring on 28 February 2019 at a monthly rent
of RMB458,260 during the period from 1 March
2004 to 30 April 2005 and RMB462,680 with effect
from 1 May 2005. The monthly rent is subject to a
triennial increase of 5% starting from 1 March 2008.
Pursuant to a supplemental lease agreement dated
18 November 2006 between BJH Group and BJH
Department Stores, the parties agreed that if the
Company cannot comply with the requirements
in respect of continuing connected transactions
(including but not limited to obtaining approval by
independent shareholders), BJH Department Stores
has the right to terminate the transactions under
the Songgang Store Lease Agreement by giving
written notice to BJH Group, without any payment
or compensation. Pursuant to the Songgang Store
Lease Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2017 was approximately
RMB6,695,000 and has not exceeded the annual cap
of RMB6,700,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,750,000 for the year ending 31
December 2018.
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Report of the Directors (Continued)
SWEE)

i

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Lease of three store premises and rental income
received from BJH Group (Continued)

1.

50

(iii)

Lease of store premises for the Gongming Store

Pursuant to a lease agreement dated 28 April 2002
(“Gongming Store Lease Agreement”) between &
IR EREZEBMR QA (Shenzhen Zhong Peng
Zhan Industrial Co., Ltd.) (“Zhong Peng Zhan”)
(as landlord) and BJH Group (as tenant), BJH
Group leases the store premises situated at No. 1
Changchun Nan Road West, Gongming Town, Baoan
District, Shenzhen, Guangdong Province, the PRC
(“Gongming Premises”) with a gross floor area of
approximately 21,843 square metres for a term of
15 years commencing from 16 November 2002 and
expiring on 15 November 2017 at a monthly rent
of RMB480,546. Pursuant to a supplemental lease
agreement dated 1 March 2004 between Zhong
Peng Zhan and BJH Group (the “Gongming Store
Supplemental Lease Agreement”), Zhong Peng
Zhan has consented that BJH Group can provide
the Gongming Premises for occupation by BJH
Department Stores. Zhong Peng Zhan also consented
that BJH Department Stores shall pay the rental under
the Gongming Store Lease Agreement directly to
Zhong Peng Zhan, and BJH Group has guaranteed
the timely payment of rentals to Zhong Peng Zhan
by BJH Department Stores. Pursuant to agreement
dated 8 December 2006 between BJH Group and
BJH Department Stores, BJH Group confirmed its
agreement to provide the Gongming Premises for the
use by BJH Department Stores and BJH Department
Stores confirmed its agreement to use the Gongming
Premises on the same terms of the Gongming Store
Lease Agreement (including but not limited to the
period of the lease and rental) and BJH Group and
BJH Department Stores further agreed that if the
Company cannot meet the requirements in respect
of continuing connected transactions (including but
not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right
to terminate the lease of the Gongming Premises
by giving written notice to BJH Group, without any
payment or compensation. Despite BJH Department
Stores pays the rental in respect of the Gongming
Premises directly to Zhong Peng Zhan and not to BJH
Group, since BJH Group is a party to the Gongming
Store Lease Arrangement (as defined below) and BJH
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Report of the Directors (Continued)
BEEgRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of three store premises and rental income
received from BJH Group (Continued)

(iii)

(iv)

Lease of store premises for the Gongming Store
(Continued)

Group has guaranteed to Zhong Peng Zhan the timely
payment of rentals by BJH Department Stores, the
lease arrangement pursuant to the Gongming Store
Lease Agreement, Gongming Store Supplemental
Lease Agreement and the agreement between BJH
Group and BJH Department Stores mentioned
above (“Gongming Store Lease Arrangement”)
constitute continuing connected transactions of the
Company. Pursuant to the Gongming Store Lease
Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2017 was approximately
RMB4,821,000 and has not exceeded the annual cap
of RMB4,830,000. The lease has been renewed on 8
November 2017 by BJH Department Store Company
Limited and Zhong Peng Zhan.

Lease of commercial properties to BJH Group
Certain commercial properties are leased to BJH
Group pursuant to a lease agreement entered into
between BJH Department Stores and BJH Group
for commercial purposes. The amount of rental
income received by the BJH Department Stores in
respect of the leasing of commercial properties was
RMB2,192,889.60 for the year ended 31 December
2017, and has not exceeded the annual cap of
RMB2,192,889.60. The relevant amount which are
expected to be receivable by BJH Department Stores
will not exceed RMB2,192,889.60 for the year ending
31 December 2018.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

2,

52

Lease of three store premises and rental income
received from JH Real Estate
FINTmEEFHERZEABER QA (Shenzhen Jiahua Real
Estate Development Company Limited) (“JH Real Estate”) is
owned as to 36% by Mrs. Zhuang and 64% by BJH Group
(a company owned as to 90% by Mr. Zhuang and 10% as
to Mrs. Zhuang). Since Mrs. Zhuang is the spouse of Mr.
Zhuang, she is an associate of Mr. Zhuang. Since Mrs.
Zhuang is interested in the equity capital of JH Real Estate so
as to exercise or control the exercise of 30% or more of the
voting power at general meetings of JH Real Estate, JH Real
Estate is an associate of Mr. Zhuang and also a connected
person of the Company. The Group leased three stores
premises from JH Real Estate, details of which are set out as
follows:

(i) Pursuant to a lease agreement dated 6 November
2006 (“Shiyan Store Lease Agreement”) between
JH Real Estate (as landlord) and BJH Department
Stores (as tenant), BJH Department Stores leases
the store premises situated at Level 1 of Commercial
Podium, Jiahua Hao Yuan, Western Shiyan Avenue,
Shiyan Street, Baoan District, Shenzhen, Guangdong
Province, the PRC with a gross floor area of
approximately 5,851.50 square metres for a term of
15 years commencing from 16 November 2006 and
expiring on 15 November 2021 at a monthly rent of
RMB222,357 with triennial increase of 5%. Pursuant
to a supplemental agreement dated 6 November
2006 between JH Real Estate and BJH Department
Stores, the parties agreed that if the Company cannot
meet with the requirements in respect of continuing
connected transactions (including but not limited to
obtaining approval by independent shareholders),
BJH Department Stores has the right to terminate
the transactions under the Shiyan Store Lease
Agreement by giving written notice to JH Real Estate
without any payment or compensation. Pursuant to
the Shiyan Store Lease Agreement, the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2017 was approximately
RMB3,089,000 and has not exceeded the annual cap
of RMB3,090,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB3,110,000 for the year ending 31
December 2018.
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Report of the Directors (Continued)
BEEgRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

2. Lease of three store premises and rental income
received from JH Real Estate (Continued)

(if)

Pursuant to a lease agreement dated 23 February
2009 (“Shuyuan Yage Store Lease Agreement”)
between JH Real Estate (as landlord) and BJH
Department Stores (as tenant), BJH Department
Stores leases the store premises situated at Level
1 of Commercial Podium, Jiahua Shuyuan Yage,
Southwestern Side of Dabao Road, Xinan Jiedao,
Baoan District, Shenzhen City, Guangdong Province,
the PRC with a gross floor area of approximately
2,693.69 square metres for a term of 3 years
commencing from 1 March 2009 and expiring on 28
February 2012 for a monthly rental of RMB80,810.7.
Pursuant to the Supplementary Lease Agreement
dated 28 January 2010 between JH Real Estate and
BJH Department Stores, the monthly rental has been
reduced to RMB53,873.8 effective from 1 February
2010 to the end of the original lease. Pursuant to
a Supplementary Lease Agreement dated 30 May
2011 between JH Real Estate and BJH Department
Stores, the lease has been renewed to another
three years from 1 June 2011 to 31 May 2014 with
a monthly rental of RMB53,8783.8. Pursuant to a
Lease Agreement dated 30 May 2014 between JH
Real Estate and BJH Department Stores, the lease
has been renewed to another three years from 1
June 2014 to 31 May 2017 with a monthly rental
of RMB56,567.49. Pursuant to a Lease Agreement
dated 31 May 2017 between JH Real Estate and
BJH Department Stores, the lease has been renewed
to another three years from 1 June 2017 to 31 May
2020 with a monthly rental of RMB56,567.49. The
parties to the Shuyuan Yage Store Lease Agreement
agreed that if the Company cannot meet with the
requirements in respect of continuing connected
transactions (including but not limited to obtaining
approval by independent shareholders), BJH
Department Stores has the right to terminate the
transactions under the Shuyuan Yage Store Lease
Agreement by giving written notice to JH Real Estate
without any payment or compensation. Pursuant to
the Shuyuan Yage Store Lease Agreement, the total
annual consideration paid by BJH Department Stores
was approximately RMB679,000 for the year ended
31 December 2017, and has not exceeded the annual
cap of RMB700,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed approximately RMB700,000 for the
year ending 31 December 2018.
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Report of the Directors (Continued)
SWEE)

i

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Lease of three store premises and rental income
received from JH Real Estate (Continued)

2.

54

(i)

(iv)

Pursuant to a lease agreement dated 25 August 2016
(“Bantian Lease Agreement”) between JH Real Estate
(as landlord) and Shenzhen Baijiahua Commercial
Investment Management Limited (“BJH CIM”) (as
tenant), BJH CIM leases the shopping mall situated
at Level 1-6 of Jiahua Ling Hui Plaza located in the
South-west side of junction of Ji Hua Road and Wu
He West Street, Bantian Street, Longgang District,
Shenzhen, Guangdong Province, the PRC with a
gross floor area of approximately 34,743.62 square
metres for a term of 15 years commencing from 1
January 2017 to 31 December 2031 for a monthly
rental of RMB1,806,668.24. The parties to the
Bantian Lease Agreement agreed that if the Company
cannot meet with the requirements in respect of
continuing connected transactions (including but
not limited to obtaining approval by independent
shareholders), BJH CIM has the right to terminate
the transactions under the Bantian Lease Agreement
by giving written notice to JH Real Estate without
any payment or compensation. Due to delay in hand
over of property, the total annual consideration paid
by BJH CIM was approximately RMBNil for the year
ended 31 December 2017, and has not exceeded
the annual cap of RMB21,680,018.88. The relevant
amount which are expected to be payable by BJH
CIM will not exceed RMB21,680,018.88 for the year
ending 31 December 2018.

Lease of commercial properties to Jiahua Real Estate
Certain commercial properties are leased to Jiahua
Real Estate pursuant to a lease agreement entered
into between BJH Department Stores and Jiahua Real
Estate for commercial purposes. The amount of rental
income received by the BJH Department Stores in
respect of the leasing of commercial properties was
RMB730,040.04 for the year ended 31 December
2017, and has not exceeded the annual cap of
RMB730,040.04. The relevant amount which are
expected to be receivable by BJH Department Stores
will not exceed RMB730,040.04 for the year ending
31 December 2018.
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Report of the Directors (Continued)
BEEgRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

In the opinion of the Directors (including the Independent Non-
Executive Directors), the terms of the continuing connected
transactions referred to above are made in the ordinary and
usual course of our business, on an arm’s length basis and on
normal commercial terms which are no less favorable than terms
available from independent third parties. The Directors (including
the Independent Non-executive Directors) confirm that these
transactions have been conducted in accordance with the relevant
agreements governing the transactions and are of the view that the
terms and conditions of these transactions are fair and reasonable
and are in the best interests of our Company and our shareholders
as a whole.

The Directors, including the Independent Non-executive Directors,
are also of the view that the Annual Caps are fair and reasonable as
far as our shareholders taken as a whole are concerned.

The Directors confirm that they have received a confirmation from
its auditor regarding the matters as stated in Chapter 14A.38 of the
Listing Rules for the continuing connected transactions as stated in

para. (1)), (1)(i), (1)(iii), (1)(iv), (2)(0), 2)(i), (2)(ii) and (2)(iv) above.

The Stock Exchange has granted a waiver from strict compliance
with the announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules in respect of
the lease agreements.

The Directors confirm that the disclosure requirement in
accordance with Chapter 14A of the Listing Rules has been
complied with by the Company.
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Report of the Directors (Continued)
BEEGHRE(E)

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2017, revenue attributable to the
largest customer of the Group amounted to approximately 0.1% of
the total revenue for the year and the five largest customers of the
Group accounted for less than 30% of the Group’s total revenue for
the year.

For the year ended 31 December 2017, purchases attributable to
the largest supplier of the Group amounted to approximately 4.8%
of the total purchases for the year and the five largest suppliers
of the Group accounted for less than 30% of the Group’s total
purchases for the year.

Save as disclosed above, none of the Directors, their associates or
any shareholders (which to the knowledge of the Directors owns
more than 5% of the Company’s share capital) had an interest in the
major suppliers and major customers noted above.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

COMPETING INTERESTS

None of the Directors or management shareholders of the Company
and their respective associates (as defined in the Main Board
Listing Rules) has an interest in a business which competes or may
compete with the business of the Company or has any other conflict
of interest with the Company during the year.

AUDIT COMMITTEE

The audited financial statements of the Company for the year ended
31 December 2017 have been reviewed by the audit committee
before recommending to the Board for approval.
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Report of the Directors (Continued)
BEEgRE(E)

PROFESSIONAL TAX ADVICE RECOMMENDED

If the shareholders of the Company are unsure about the taxation
implications of purchasing, holdings, disposing of, dealing in, or the
exercise of any rights in relation to, the shares, they are advised to
consult an expert.

USE OF PROCEEDS RAISED FROM LISTING

The net proceeds raised from the Company’s newly issued and
listed shares on the Stock Exchange in May 2007 (after deduction
of related issuance expenses) amounted to approximately
HK$265,000,000.

As of 31 December 2017, approximately HK$206,957,000 of
the proceeds so raised was used, and the unused proceeds of
approximately HK$58,043,000 was deposited with banks, the
security of which was adequately ensured.

Details of the used proceeds raised of approximately
HK$206,957,000 are set out as follows:

° as to approximately HK$29,000,000 for acquisition of the
business of a retail chain in Shenzhen, the PRC;

° as to approximately HK$28,300,000 for opening of new
stores in Yanbu Foshan and Ronggui Foshan, the PRC;

° as to approximately HK$8,750,000 for opening of a new
store in Nanning Guangxi, the PRC;

° as to approximately HK$4,350,000 for opening of two new
stores in Xian Baoan Shenzhen, the PRC;

° as to approximately HK$10,400,000 for opening of a new
store in Luohu Shenzhen, the PRC;
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Report of the Directors (Continued)
BEEGHRE(E)

USE OF PROCEEDS RAISED FROM LISTING

(Continued)

° as to approximately HK$15,800,000 for opening of a new
store in Buji Shenzhen, the PRC;

° as to approximately HK$14,300,000 for opening of another
new store in Nanning Guangxi, the PRGC;

° as to approximately HK$3,690,000 for opening of a new
supermarket in Bantian Longgang, Shenzhen, the PRC;

° as to approximately HK$8,800,000 for opening of a
restaurant and two beverage kiosk in Shenzhen, the PRC;

° as to approximately HK$3,600,000 for opening of a theme
restaurant and a Chinese restaurant in Baoan and Longgang
Shenzhen, the PRC respectively;

° as to approximately HK$9,200,000 for setting up of a
procurement centre in Shiyan Shenzhen, the PRC;

° as to approximately HK$12,042,000 for the purchase of
transportation equipment;

° as to approximately HK$15,000,000 for the purchase of
office equipment;

° as to approximately HK$3,000,000 for the upgrade of the
MIS;

° as to approximately HK$725,000 to promote the Company’s
brand image; and

° as to approximately HK$40,000,000 for the refurbishments
of existing retail stores.

The unused proceeds will be used by the Company for the

purposes as set out in the section headed “Future plans and use of
proceeds” in the prospectus of the Company dated 8 May 2007.
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Report of the Directors (Continued)
BEEgRE(E)

AUDITOR

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO Limited as auditor of
the Company.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December
2017 is set out in the sections of Chairman’s Statement,
Management Discussion and Analysis and Five Years Financial
Summary on pages 6 to 10, pages 15 to 30 and pages 171 to 172
respectively of this annual report.

The Group recognises that its employees, customers and business
partners are the keys to the sustainable development. The Group
is committed to establishing a close and caring relationship with its
employees, providing quality products and services to its customers
and enhancing co-operation with its business partners.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

The Group is committed to maintaining a clean, energy saving and
harmonious environmental conservation policy.

The Environmental, Social and Governance Report of the Company
prepared in accordance with Appendix 27 to the Main Board Listing
Rules will be published within three months after the publication of
the annual report of the Company.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to shareholders by reason of their holding of the Company’s
securities.
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Report of the Directors (Continued)
BEEGHRE(E)

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Director’s and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of the
Companies Ordinance (Chapter 622, Laws of Hong Kong) when
the Directors’ Report prepared by the Directors is approved in
accordance with section 391(1)(a) of the Companies Ordinance
(Chapter 622, Laws of Hong Kong).

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS THAT HAVE A SIGNIFICANT
IMPACT ON THE COMPANY

The Group is continuously monitoring their compliance to ensure
that the Group abides by such laws and regulations from time
to time. Besides those general laws and regulations such as the
Company Law of the PRC, the Listing Rules of Hong Kong Stock
Exchange, the Group has also complied in all material respects with
all the laws and regulations that have a significant impact on the
business of the Group.

For and on behalf of the Board
Zhuang Lu Kun
Chairman

28 March 2018
Shenzhen, the PRC
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INDEPENDENT AUDITOR’S REPORT
R T

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

|IBDO

E5E : +852 2218 8288
{855 : +852 2815 2239
www.bdo.com.hk

To the shareholders of Jiahua Stores Holdings Limited
(Incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Jiahua
Stores Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 69 to 170, which
comprise the consolidated statement of financial position as at 31
December 2017, and the consolidated statement of 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 a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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Independent Auditor’s Report (Gontinued)
B EEMERE (E)

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.

Valuation of investment properties
Refer to notes 2.6, 4 and 12 in the consolidated financial
statements.

Management has estimated the fair value of the Group’s investment
properties located in the People’s Republic of China (“PRC”) to be
approximately RMB290,800,000 as at 31 December 2017 with a
fair value gain for the year ended 31 December 2017 recorded in the
consolidated statement of comprehensive income of approximately
RMB20,100,000.

We focused on this area because in determining the fair value of
investment properties, significant estimation and judgement were
applied by the management in selecting appropriate valuation
methodology and key input parameters, including yields and future
lease income. To support management’s determination, the Group
engaged an independent external valuer to perform valuation on the
investment properties.

Our key audit procedures included:

= evaluating of the independent external valuer’s
independence, competency and objectivity;

- assessing the appropriateness of the valuation methodology
and reasonableness of the key input and assumptions

adopted in the valuation; and

- checking the accuracy of the input data used to supportive
evidence.

62 Jiahua Stores Holdings Limited Annual Report 2017

REEXEE
MAREZSHSRBELFNERAE - BB
HAHGEMBRRNELRREENSE
B mLRHERERMEZERSES YV HR
REHABRERE - R TEHELER
EREHER

REYE 2 fHE
A2RER A M MRME2.6 - 412 -

EREMFTEREMNATEARLME(F
B ZIREMER—_ZE—+FE+_A=+—
Bz R¥E A% AR290,800,0007T *
ARG EEARERTFEE_ST—+tF
+Z A=+ —HLEFEZAFEREAELOA
R #20,100,0007T °

BZRFIR I E - RAREERENER
FER EEEBRRESENGET AN
REABBE2BEHEXNGEF RAE - 21
EIHERREEERA - BHFEREHR
E - BEEEZE-2BYMEMYZERE
VIFREITHE -

ZMERREZIZF 21

= STALB HNER (BRI B M - B
BB

= A EEBREPRANEETENA
EUERTEGAHBELBREESA
LS4

—  REEETEABEZERY -



Independent Auditor’s Report (Continued)
BIZEERE (&)

KEY AUDIT MATTERS (Continued)

Impairment assessment of intangible assets and
property, plant and equipment

Refer to notes 2.5, 2.8, 2.9, 4, 11 and 14 in the consolidated
financial statements.

The Group has certain intangible assets and certain property,
plant and equipment with carrying amounts of approximately
RMB3,992,000 and RMB12,818,000 respectively as at 31
December 2017 in relation to agreements entered into for the
exclusive rights for operation and licensing of the business of
restaurants in the PRC and beverage kiosk in Shenzhen region with
an international cartoon brand name respectively.

Management is required to assess the amount of intangible
asset with finite useful life and property, plant and equipment
for impairment where impairment indicator was identified. The
intangible asset and property, plant and equipment were allocated
to cash generating units (“CGUs”) for impairment assessment.
We focused on this area because in carrying out the impairment
assessments, significant management judgement was used to
determine the key assumptions underlying the calculations of
recoverable amounts of the CGUs. Management’s impairment
assessment involves significant judgement, principally relating to
revenue growth, future profitability and discount rates.

Management concluded that, based on their own estimation,
an impairment loss on an intangible asset of approximately
RMB1,773,000 was required and certain property, plant and
equipment has been written-off of approximately RMB475,000, and
these amounts have been recorded in the consolidated statement
of comprehensive income for the year ended 31 December 2017.

Our key audit procedures included:

reviewing the valuation methodology;

- assessing and challenging the reasonableness of key
assumptions used in the recoverable amount calculations;

- checking the mathematical accuracy of the recoverable
amount calculations; and

- reconciling input data to supporting evidence such as
approved budgets and considering the reasonableness of
these budgets.
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Independent Auditor’s Report (Gontinued)
B EEMERE (E)

KEY AUDIT MATTERS (Continued)

Impairment assessment of an available-for-sale financial
asset

Refer to notes 2.16, 4 and 17 in the consolidated financial
statements.

The Group has an available-for-sale financial asset with carrying
amount of approximately RMB3,235,000 as at 31 December 2017
which is an investment in an unlisted company in the PRC. Such
financial asset is measured at cost less impairment.

According to HKAS 39, if there is objective evidence that an
impairment loss has been incurred on financial assets carried at
cost, the management is required to access the present value of
estimated future cash flows from these assets discounted at the
current market rate of return for a similar financial asset, which
involved significant judgement.

Based on management’s estimation, an impairment loss
of approximately RMB3,484,000 has been recorded in the
consolidated statement of comprehensive income for the year
ended 31 December 2017.

Our key audit procedures included:

- assessing the factors considered by the management in
determining the impairment;

- assessing and challenging the reasonableness of key
assumptions used in arriving at the present value of

estimated future cash flows; and

= reconciling input data used in the impairment assessment to
supporting evidence.
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Independent Auditor’s Report (Continued)
BIZEERE (&)

OTHER INFORMATION IN THE ANNUAL REPORT
The directors are responsible for the other information. The other
information comprises the information included in the Company’s
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

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

DIRECTORS’ RESPONSIBILITIES 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
HKFRSs issued by the HKICPA and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

The directors are also responsible for overseeing the Group’s
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.
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Independent Auditor’s Report (Gontinued)
B EEMERE (E)

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. This report is
made solely to you, as a body, in accordance with the terms of
our engagement, 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 (Continued)
BIZEERE (&)

AUDITOR’S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL

STATEMENTS(Conhnued)
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, related safeguards.
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Independent Auditor’s Report (Gontinued)
B EEMERE (E)

AUDITOR’S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with the directors, 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.

BDO Limited

Certified Public Accountants

Wong Kwok Wai

Practising Certificate Number P06047

Hong Kong, 28 March 2018
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AEETEWER

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RALEFE

2017 2016
—E—tF
RMB’000 RMB’000
AR®T T ARETTT
Revenue PN 6(a) 700,183 728,903
Cost of inventories sold EEFERA (421,461) (468,950)
278,722 259,953
Other operating income H &2 U A 6(b) 63,272 69,992
Increase in fair value of investment WEME 2 AFEEM
properties 12 20,100 10,600
Selling and distribution costs SHE Ko SR A (230,879) (216,943)
Administrative expenses THAX (61,879) (54,047)
Other operating expenses Hip & LM (9,472) (4,911)
Operating profit LT 7 59,864 64,644
Share of loss of an associate FEIE—REEE QAR 218 - (116)
Profit before income tax F% BT 15 %4 BilEs A 59,864 64,528
Income tax expense FriS Rt 5 2 8 (26,665) (23,393)
Profit and other comprehensive FEBMNREMEHE
income for the year g 33,199 41,135
Profit and other comprehensive DTATEREMBERNR
income for the year attributable to: Ht2E UK :
— Owners of the Company S NEIEZ=PN 33,199 41,306
— Non-controlling interest — FEIE AR AR B A i - (A71)
33,199 41,135
Earnings per share for profit FREQXTEE AEMERT
attributable to the owners of ZEBRER
the Company during the year
— Basic and diluted (RMB cents) —EXR#EE (AR%H) 10 3.20 3.98
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI AR

As at 31 December 2017
RZZE—tF+=-A=+—8H

2017 2016
—E—tF
Notes RMB’000 RMB’000
B = AR¥ T ARETIT
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment ME - BB NERE 11 171,127 113,134
Investment properties wEYE 12 290,800 270,700
Prepaid land lease AN E 13 12,662 12,923
Intangible assets mEE 14 6,369 11,498
Deposits paid and prepayments BEfiEE RIBNRIE 15 19,517 6,141
Interests in an associate MN—KEE AT 2R 16 - -
Available-for-sale financial assets Attt ESEE 17 3,235 6,752
503,710 421,148
Current assets REBEE
Inventories and consumables FEMSER 18 47,190 52,821
Trade and loan receivables EWE GRFIEER 19 45,493 19,768
Deposits paid, prepayments and other B fJi%4 - BT ZHIE K&
receivables H fth pE U Fh18 15 57,206 52,966
Cash and bank balances RS RIRTTER 20 288,817 328,610
438,706 454,165
Current liabilities RBEE
Trade payables FEB ZERN 21 194,499 192,469
Coupon liabilities, deposits received, &EZ&E - EigS -
other payables and accruals HEfb I N EFTE A 22 111,203 62,151
Amount due to a director BN —RBEERIA 23 59 59
Provision for taxation TR IE B 14,393 12,392
320,154 267,071
Net current assets REBEEFE 118,552 187,094
Total assets less current liabilities #EEEBRBER 622,262 608,242
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Consolidated Statement of Financial Position (Continued)
e MR (&)

As at 31 December 2017

R=F—+tF+=-A=+—H

2017 2016
—E—+tF

RMB’000 RMB’000
AR®T R ARETT

Non-current liabilities kRBERE
Deferred tax liabilities FLEHIEA R 24 22,486 16,661
Net assets EEZFE 599,776 591,581
EQUITY s
Share capital R& 2 25 10,125 10,125
Reserves ] 26 589,651 581,456
Total equity AR 599,776 591,581
Zhuang Lu Kun Zhuang Pei Zhong
S ek 3 M E
Director Director
= -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

Equity attributable to owners of the Company

KOTRAARfRR

Statutory Share Property Non-
Share  Share Statutory  welfare ~ Merger  option Other revaluation Translation ~ Retained  Dividend controlling Total

capital  premium  reserve  reseve  reserve  reseve  reseve  reserve  reseve  profits  proposed Total interest equity
R BHEE ieRE fRRAEE AORE BRERE AURE DREMBR ARRE REEW RERE i FERRE RE4E
Notes  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
Wi ARMTR ARBTR ARMTL ARMTR ARMTR ARBTz ARRTR ARMTR ARBTR ARETZ ARMTR ARMTR ARETZ ARETR

Atlanay206  HZF-5E

-B- 10,12 22478 54,919 2280 12318 A - 43 (%9 218730 13176 563,633 239 563872
Acquistionofnon- ek RiER
controling interest - - - - - - (182 - - - - (18 68) (250)
Proft and tota EmEHR
comprehensive EhREE
income for the year = = = = = = = = - 41306 - 41306 {71 413%
Dividend approved for - —3-152
2015 Bl ERE 9b) - - = = - - - - - - [13176)  (13,176) - (18179)
Proposed final dhvidend  ~E—7vE£ R
for 216 KR % . . - . - - - - -0y B0 R . :
Trnslertostaloy ~ EBEEREGE
esene = = 4204 = = = = - - (42 - - - -
Share opton lapsed i —F—E
2016 BXRERE - = = - - & - - - 4 - - - -
At31 December 2016 =57
andiJanay 2017 TZA=1-AR

Ro5-t%

-f-A 10126 202478 59,23 2280 12318 - (182 431 (%9 200812 25004 591,581 - 501581
Proft and tote EmEAR
comprehensive FENRLE
income for the year - - - - - - - - - 319 - 3819 - 819
Divdend approved for =577
016 BitERE 9b) = = > = - . - - - - (25004 (25,004 - (%004
Proposed find dvidend 5~ ER%
for 2017 LS %) = = - - 2 z - z - (19816 19816 = s -
Trnsfertostatutoy ~ EBZETEE
6seIe - - 549 - - - - - - (49 - - - -
At31 December 2017 R=Z-tf

1ZB=t-H 10,125 252478 64715 286 123713 - (182) 43 (969) 238703 19816 599,776 - 599,776
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CONSOLIDATED STATEMENT OF CASH FLOWS
MERERER

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RALEFE

2017 2016
—E—tF
Notes RMB’000 RMB’000
B 5E AR¥T ARBTIT
Cash flows from operating activities R&EFEHNRESRE
Profit before income tax R FTAS B A& 7 59,864 64,528
Adjustments for: BT S IEEL T -
Interest income F B A 6(b) (5,127) (4,944)
Depreciation of property, plant and ME - BEREETE
equipment 7 35,679 31,120
Obsolete inventories written-off and REFEMEMEEEIR
inventories loss 7 188 463
Loss on disposal of property, plant HEME  WENMRED
and equipment 518 7 12 350
Amortisation of prepaid land lease TR 4 0 AE S 5 7 261 261
Increase in fair value of investment TEYERTFELM
properties 12 (20,100) (10,600)
Share of loss of an associate FEMR—REtE AR EIE - 116
Amortisation of intangible assets | E 7 4,856 4,652
Impairment loss on an available- —EAHEEEREEY
for-sale financial asset BIEEIE 7 3,484 4,081
Impairment loss on an intangible —IHEMEEREREIE
asset 7 1,773 -
Provision for a legal claim —IEERREZEE 7 3,159 60
Written-off of property, plant and W - BB LR s
equipment 7 476 -
Operating profit before working capital &84 4 & B) A £ & % 7l
changes 84,525 90,087
Decrease in inventories and FE X 5FEm D
consumables 5,443 9,906
Increase in trade and loan receivables [EWE 5 8E X R EZIL AN (25,725) (7,286)
(Increase)/decrease in deposits paid, B fik% -« BN KB R EHA4
prepayments and other receivables — FEUERIE (32 h0) /4 (4,240) 1,386
Increase in trade payables JESE 2 AR FIE h0 2,030 3,463
Increase in coupon liabilities, BEEAE  BluRe -
deposits received, other payables o {th B < 8 &
and accruals FERT B RN 45,893 3,113
Cash generated from operations QBRSNS 107,926 100,669
Interest received BB 5,127 4,944
Income tax paid BAMERH (18,839) (18,219)
Net cash from operating activities AREREEATRHE 2 F 58 94,214 87,398
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Consolidated Statement of Cash Flows (Continued)
FmeHeREx(E)

For the year ended 31 December 2017
HE—T—+4+-A=+—HILERE

2017 2016
—E—tF

RMB’000
ARETT

Notes RMB’000
P 5T AREET T

Cash flows from investing activities REZENREFE

(Increase)/decrease in deposits paid B {Jiks & FE{[T 218

and prepayments (&), m (13,376) 4,073
Purchase of property, plant and WBAYE « MENRE

equipment (94,167) (41,868)
Purchase of an intangible asset BA-—HEEFEE (1,500) (1,150)
Proceeds from disposal of property, HEME  BWEMRERS

plant and equipment KB 7 62
Proceeds from disposal of HE—HAHHESREE

an available-for-sale financial asset Fr5 3R 33 =
Increase in bank deposits maturing R={E B &R ZIEITER

over three months 0 (8,254) (10,422)
Net cash used in investing activities — 1R & EE) (BT ) 2 F5E (117,257) (49,309)
Cash flows from financing activities BEEZEBNRERE
Dividends paid to owners of BENARATHEE AKE

the Company (25,004) (13,176)
Net cash used in financing activities B B SRR (25,004) (13,176)
Net (decrease)/increase in cash HeRELEEY

and cash equivalents CR2) BinEE (48,047) 24,917
Cash and cash equivalents at R—B—BHWEER

1 January HEZEY 306,864 281,947
Cash and cash equivalents at R+-A=+—HWEER

31 December HEZEEY 20 258,817 306,864
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RALEFE

GENERAL INFORMATION

Jiahua Stores Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted
company with limited liability. The address of its registered
office and its principal place of business are located at
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, the Cayman Islands and Level 4, Jiahua
Ming Yuan, 2146 Xinhu Road, Baoan Central District,
Shenzhen, Guangdong Province, the People’s Republic of
China (the “PRC”) respectively. The Company’s shares are
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The principal activity of the Company is investment
holding. Details of the principal activities of the Company’s
subsidiaries are set out in note 32 to the financial
statements.

The financial statements for the year ended 31 December
2017 were approved for issue by the board of directors (the
“Board”) on 28 March 2018.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

2.1 Basis of preparation
The financial statements on pages 69 to 170 have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) which
collectively includes all applicable individual Hong
Kong Financial Reporting Standards (“HKFRSs”),
Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”).
The financial statements also include the applicable
disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the
Listing of Securities on the Stock Exchange.

These financial statements are presented in Renminbi
(“RMB”), which is the same as the functional currency
of the Company, and all values are rounded to the
nearest thousand except when otherwise indicated.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21

2.2

Basis of preparation (Continued)

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

The financial statements have been prepared on the
historical cost basis except for investment properties
which are stated at fair values. The measurement
bases are fully described in the accounting policies
below.

It should be noted that accounting estimates and
assumptions are used in preparation of the 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 financial statements, are disclosed in
note 4.

Business combination and basis of
consolidation

The consolidated financial statements comprise
the financial statements of the Company and
its subsidiaries (“the Group”). Inter-company
transactions and balances between group companies
together with unrealised profits are eliminated in full
in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the
asset transferred, in which case the loss is recognised
in profit or loss.

The results of subsidiaries acquired or disposed
of during the year are included in the consolidated
statement of comprehensive income from the dates
of acquisition or up to the dates of disposal, as
appropriate. Where necessary, adjustments are made
to the financial statements of subsidiaries to bring
their accounting policies into line with those used by
other members of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Business combination and basis of
consolidation (Continued)

Acquisition of subsidiaries or businesses is accounted
for using the acquisition method. The cost of an
acquisition is measured at the aggregate of the
acquisition-date fair value of assets transferred,
liabilities incurred and equity interests issued by
the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally
measured at acquisition-date fair value. The Group’s
previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit or
loss. The Group may elect, on a transaction-by-
transaction basis, to measure the non-controlling
interests that represent present ownership interests
in the subsidiary either at fair value or at the
proportionate share of the acquiree’s identifiable
net assets. All other non-controlling interests are
measured at fair value unless another measurement
basis is required by HKFRS. Acquisition-related costs
incurred are expensed unless they are incurred in
issuing equity instruments in which case the costs are
deducted from equity.

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration
are recognised against goodwill only to the extent
that they arise from new information obtained within
the measurement period (a maximum of 12 months
from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a
liability are recognised in profit or loss.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interest. Amounts
previously recognised in other comprehensive income
in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant
assets or liabilities were disposed of.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

2.3

2.4

Business combination and basis of
consolidation (Continued)

Subsequent to acquisition, the carrying amount
of non-controlling interests that represent present
ownership interests in the subsidiary is the amount
of those interests at initial recognition plus such non-
controlling interest’s share of subsequent changes
in equity. Total comprehensive income is attributed
to such non-controlling interests even if this results
in those non-controlling interests having a deficit
balance.

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls
an investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control
is reassessed whenever facts and circumstances
indicate that there may be a change in any of these
elements of control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries
are accounted for by the Company on the basis of
dividend received and receivable.

Associates

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor a joint arrangement. Significant influence is the
power to participate in the financial and operating
policy decisions of the investee but not control or joint
control over those policies.

Associates are accounted for using the equity method
whereby they are initially recognised at cost and
thereafter, their carrying amount are adjusted for
the Group’s share of the post-acquisition change
in the associates’ net assets except that losses in
excess of the Group’s interest in the associate are not
recognised unless there is an obligation to make good
those losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

2.5

Associates (Continued)

Profits and losses arising on transactions between
the Group and its associates are recognised only
to the extent of unrelated investors’ interests in the
associate. The investor’s share in the associate’s
profits and losses resulting from these transactions
is eliminated against the carrying value of the
associate. Where unrealised losses provide evidence
of impairment of the asset transferred they are
recognised immediately in profit or loss.

Any premium paid for an associate above the
fair value of the Group’s share of the identifiable
assets, liabilities and contingent liabilities acquired
is capitalised and included in the carrying amount of
the associate. Where there is objective evidence that
the investment in an associate has been impaired,
the Group calculates the amount of impairment as
the difference between the recoverable amount of the
associate and its carrying amount and recognised the
amount adjacent to share of results of investments
accounted for using equity method in profit or loss.

Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and accumulated
impairment losses. The cost of property, plant and
equipment includes its purchase price and the costs
directly attributable to the acquisition of the items.

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 repairs and
maintenance are recognised as an expense in profit
or loss during the financial period in which they are
incurred.

2.

FEETEERARAA

TESHHERBEE)

2.4

2.5

g N = (&)
AREMEERE N BREEITR
2 PR E L Rm A R B 1R E DA
FEREENEE AR ER
RRT AR - WEHRIGZ
ERZATEE RIS R R A
Ko B 1R B 2 2 R B B T (B
8 o MARERERFAMES
BELBERE  RIAERIESR
R

R ERRENBRAREE
AR EBIEE - BER
SRAERFEENTRE
SRAEN - W AZBER
AIMEEE - HETBEE
BURRB & DR MIRE HBRR
1B - BIAKERE S AF AR
Bl &8 & ERmERNZEAE
MESHE  WEAERENE
=mF [EEREFE | —HAK

FERZ T °

% BEKRE

ME - BB RRERKARR
FHTERRFHIRERESK -
ME - BEEREBOKAEE
HEBEERKBHENERE
AR -

B R A& E25% R B AR A
RIELENmRATBERARSE
B B %78 B H A A RE S ] SE At
ER - JrtAZBEMNEEE
FERRBLEE(WER) -
BRI EEEERRZ L
FER - A B RRER
HELNYHHAEERSE T’

—T—tFFER 79



Notes to the Consolidated Financial Statements (Continued)
WG R R MY 5 (48)

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

AN
:éﬁlT\D

2.

80

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5

2.6

Property, plant and equipment (Continued)
Property, plant and equipment are depreciated so
as to write off their cost or valuation net of expected
residual value over their estimated useful lives on a
straight-line basis. The useful lives, residual value and
depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period. The
useful lives are as follows:
Leasehold building 54 years or over
the terms of
land use rights,
whichever is shorter
3 to 10 years or
over the lease terms,
whichever is shorter

Leasehold improvements

Plant and machinery 10%
Motor vehicles and tools 20%
Furniture, fixtures and 20%

equipment

An asset is written down immediately to its
recoverable amount if its carrying amount is higher
than the asset’s estimated recoverable amount.

The gain or loss on disposal of an item of property,
plant and equipment is the difference between the
net sale proceeds and its carrying amount, and is
recognised in profit or loss on disposal.

Investment properties

Investment properties are properties held either to
earn rentals or for capital appreciation or for both, but
not held for sale in the ordinary course of business,
use in the production or supply of goods or services
or for administrative purposes. Investment properties
are measured at cost on initial recognition and
subsequently at fair value with any change therein
recognised in profit or loss.

When the Group holds a property interest under an
operating lease to earn rental income, the Group
chooses not to classify and account for these
property interests as investment property.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Payments for prepaid land lease

Payments for prepaid land lease held for own use
under operating leases represent up-front payments
to acquire long-term interests in lessee-occupied
properties. These payments are stated at cost and
are amortised over the period of the lease on a
straight-line basis as an expense.

2.7

2.8

Intangible assets

(i)

(i)

Acquired intangible assets

Intangible assets acquired separately are
initially recognised at cost. Subsequently,
intangible assets with finite useful lives are
carried at cost less accumulated amortisation
and accumulated impairment losses.

Amortisation is provided on a straight-line
basis over their useful lives as follows. The
amortisation expense is recognised in profit or
loss and included in administrative expenses.

3-8 years
10 years

Franchise
Computer software

Impairment

Intangible assets with finite lives are tested for
impairment when there is an indication that an
asset may be impaired. Intangible assets not
yet available for use are tested for impairment
annually, irrespective of whether there is
any indication that they may be impaired.
Intangible assets are tested for impairment by
comparing their carrying amounts with their
recoverable amounts (see note 2.9).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8

2.9

Intangible assets (Continued)

(ii) Impairment (Continued)
If the recoverable amount of an asset is
estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to
its recoverable amount.

An impairment loss is recognised as an
expense immediately, unless the relevant asset
is carried at a revalued amount, in which case
the impairment loss is treated as revaluation
decrease to the extent of its revaluation
surplus.

Impairment of non-financial assets

At the end of each reporting period, the Group
reviews the carrying amounts of property, plant and
equipment, prepaid land lease, intangible assets with
finite useful lives, deposits paid and prepayments
and investments in subsidiaries and associate
to determine whether there is any indication that
those assets have suffered an impairment loss or
an impairment loss previously recognised no longer
exists or may have decreased.

If the recoverable amount (i.e. the greater of the
fair value less costs of disposal and value in use)
of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under
another HKFRS, in which case the impairment loss is
treated as a revaluation decrease under that HKFRS.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

2.10

Impairment of non-financial assets
(Continued)

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, to
the extent that the increased carrying amount does
not exceed the carrying amount that would have
been determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at
a revalued amount under another HKFRS, in which
case the reversal of the impairment loss is treated as
a revaluation increase under that HKFRS.

Value in use is based on the estimated future cash
flows expected to be derived from the asset or cash-
generating unit, discounted to their present value
using a pre-tax discount rate that reflects current
market assessments of the time value of money and
the risks specific to the asset or cash-generating unit.

Foreign currency

Transactions entered into by the Company/group
entities in currencies other than the currency of
the primary economic environment in which it/they
operate(s) (the “functional currency”) are recorded at
the rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated
at the rates ruling at the end of reporting period.
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.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.10 Foreign currency (Continued)

Exchange differences arising on the settlement of

monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period
in which they arise. Exchange differences arising on
the retranslation of non-monetary items carried at
fair value are included in profit or loss for the period
except for differences arising on the retranslation
of non-monetary items in respect of which gains
and losses are recognised in other comprehensive
income, in which case, the exchange differences are
also recognised in other comprehensive income.

On consolidation, income and expense items of
foreign operations are translated into the presentation
currency of the Group (i.e. Renminbi) at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which
case, the rates approximating to those ruling when
the transactions took place are used. All assets
and liabilities of foreign operations are translated
at the rate ruling at the end of reporting period.
Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated
in equity as foreign exchange reserve (attributed to
non-controlling interests as appropriate). Exchange
differences recognised in profit or loss of group
entities’ separate financial statements on the
translation of long-term monetary items forming part
of the Group’s net investment in the foreign operation
concerned are reclassified to other comprehensive
income and accumulated in equity as foreign
exchange reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign
exchange reserve relating to that operation up to the
date of disposal are reclassified to profit or loss as
part of the profit or loss on disposal.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2017
HE_Z—+F+-_A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.11 Revenue recognition

2. FESHBEBMEE)
211 IRATER

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
use by others of the Group’s assets yielding interest
and dividends, net of rebates and discounts. Provided
it is probable that the economic benefits will flow to
the Group and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised as
follows:

(i)

(i

(ii)

Sale of goods are recognised upon transfer of
the significant risks and rewards of ownership
to the customers. This is usually taken as the
time when the goods are delivered and the
customers have accepted the goods;

Commissions from concessionaire sales are
recognised upon the sale of merchandise by
the relevant stores;

Administration and management fee income
are recognised on an accrual basis when
the right to receive the income has been
established or as services are provided
according to contract terms;

Rental income under operating leases is
recognised in accordance with note 2.12;

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, where appropriate, to the net
carrying amount of that financial asset on initial
recognition; and

Sales of food and catering is recognised at the
point of sale to customers.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

212

213

Leases

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to lessee. All other leases
are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised
in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
recognised as an expense on the straight-line basis
over the lease term. Lease incentives granted are
recognised in profit or loss as an integral part of the
aggregate net lease income receivable. Contingent
rentals are recognised as income in the accounting
period in which they are earned.

The Group as lessee

The total rentals payable under the operating leases
are recognised in profit or loss on a straight-line basis
over the lease term. Lease incentives received are
recognised as an integrated part of the total rental
expense, over the term of the lease.

The land and buildings elements of property leases
are considered separately for the purposes of lease
classification.

Inventories and consumables

Inventories comprise merchandise purchased for
resale and are stated at lower of cost and net
realisable value. Cost of merchandise, representing
the purchase cost, is calculated on the first-in, first-
out basis. Net realisable value is the estimated selling
price in the ordinary course of business less the
estimated costs necessary to make to sale.

Consumables for own consumption are stated at
cost. Cost is determined using the weighted average
method.
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Notes to the Consolidated Financial Statements (Continued)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.14

Income taxes
Income tax comprises current tax and deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable
or disallowable for income tax purposes and is
calculated using tax rates that have been enacted or
substantively enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and
the corresponding amounts used for tax purposes.
Except for goodwill and recognised assets and
liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for all
taxable temporary differences. Deferred tax assets
are recognised to the extent that it is probable
that taxable profits will be available against which
deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate
to the expected manner in which the carrying amount
of the asset or liability is realised or settled and that
have been enacted or substantively enacted at the
end of reporting period.

An exception to the general requirement on
determining the appropriate tax rate used in
measuring deferred tax amount is when an
investment property is carried at fair value under
HKAS 40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts
on these investment properties are measured using
the tax rates that would apply on sale of these
investment properties at their carrying amounts at the
reporting date. The presumption is rebutted when the
investment property is depreciable and is held within
a business model whose objective is to consume
substantially all the economic benefits embodied in
the property over time, rather than through sale.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14

2.15

2.16

Income taxes (Continued)

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

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are
also recognised in other comprehensive income or
when they relate to items recognised directly in equity
in which case the taxes are also recognised directly in
equity.

Cash 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.

Financial instruments

(i) Financial assets
The Group classifies its financial assets at
initial recognition, depending on the purpose
for which the asset was acquired. Financial
assets at fair value through profit or loss
are initially measured at fair value and all
other financial assets are initially measured
at fair value plus transaction costs that are
directly attributable to the acquisition of the
financial assets. Regular way purchases or
sales of financial assets are recognised and
derecognised on a trade date basis. A regular
way purchase or sale is a purchase or sale of
a financial asset under a contract whose terms
require delivery of the asset within the time
frame established generally by regulation or
convention in the marketplace concerned.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(i)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They arise principally through the
provision of goods and services to customers
(trade debtors), and also incorporate
other types of contractual monetary asset.
Subsequent to initial recognition, they are
carried at amortised cost using the effective
interest method, less any identified impairment
losses.

Available-for-sale financial assets

These assets are non-derivative financial
assets that are designated as available-for-
sale or are not included in other categories
of financial assets. Subsequent to initial
recognition, these assets are carried at fair
value with changes in fair value recognised
in other comprehensive income, except for
impairment losses and foreign exchange gains
and losses on monetary instruments, which
are recognised in profit or loss.

For available-for-sale equity investments
that do not have a quoted market price in an
active market and whose fair value cannot
be reliably measured and derivatives that
are linked to and must be settled by delivery
of such unquoted equity instruments, they
are measured at cost less any identified
impairment losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(ii)

Impairment loss on financial assets

The Group assesses, at the end of each
reporting period, whether there is any objective
evidence that financial asset is impaired.
Financial asset is impaired if there is objective
evidence of impairment as a result of one
or more events that has occurred after the
initial recognition of the asset and that event
has an impact on the estimated future cash
flows of the financial asset that can be reliably
estimated. Evidence of impairment may
include:

° significant financial difficulty of the
debtor;

° a breach of contract, such as a default
or delinquency in interest or principal
payments;

° granting concession to a debtor

because of debtor’s financial difficulty;

° it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation.

For loan and receivables

An impairment loss is recognised in profit or
loss when there is objective evidence that
the asset is impaired, and is measured as
the difference between the asset’s carrying
amount and the present value of the estimated
future cash flows discounted at the original
effective interest rate. The carrying amount
of financial asset is reduced through the use
of an allowance account. When any part of
financial asset is determined as uncollectible, it
is written off against the allowance account for
the relevant financial asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(ii)

(iii)

Impairment loss on financial assets
(Continued)

For available-for-sale financial assets

For available-for-sale equity investment that
is carried at cost, the amount of impairment
loss is measured as the difference between
the carrying amount of the asset and the
present value of estimated future cash flows
discounted at the current market rate of return
for a similar financial asset. Such impairment
loss is not reversed.

Financial liabilities

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities
at fair value through profit or loss are initially
measured at fair value and financial liabilities
at amortised costs are initially measured at
fair value, net of directly attributable costs
incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade and other payables, accruals, amount
due to a director are subsequently measured
at amortised cost, using the effective interest
method. The related interest expense is
recognised in profit or loss.

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as
through the amortisation process.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(iv)

(v)

(vi)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
asset or financial liability and of allocating
interest income or interest expense over the
relevant period. The effective interest rate
is the rate that exactly discounts estimated
future cash receipts or payments through the
expected life of the financial asset or liability, or
where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company
are recorded at the proceeds received, net of
direct issue costs.

Derecognition

The Group derecognises a financial asset
when the contractual rights to the future cash
flows in relation to the financial asset expire or
when the financial asset has been transferred
and the transfer meets the criteria for
derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

2.17 Coupon liabilities
Coupon liabilities are recorded as liabilities when
coupons are sold. Coupons used in exchange for
products during the year are recognised as sales and
transferred to profit or loss using the coupon sales

value.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.18 Employee benefits

Short-term employee benefits

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

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised until
the time of leave.

Retirement benefits

Pursuant to the relevant regulations of the PRC
government, the Group participates in a local
municipal government retirement benefit scheme (the
“Retirement Scheme”), whereby the subsidiaries of
the Company in the PRC are required to contribute
at rates which ranged from 13% to 19% of the basic
salaries of its employees to the Retirement Scheme
to fund their retirement benefits. The local municipal
government undertakes to assume the retirement
benefit obligations of all existing and future retired
employees of the subsidiaries of the Company in the
PRC. The only obligation of the Group with respect
to the Retirement Scheme is to pay the ongoing
required contributions under the Retirement Scheme.
Contributions under the Retirement Scheme are
charged to profit or loss as incurred. There are no
provisions under the Retirement Scheme whereby
forfeited contributions may be used to reduce future
contributions.

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for all employees in Hong Kong
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the
profit or loss as they become payable in accordance
with the rules of the MPF Scheme.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

219

2.20

Share-based payments

Where share options are awarded to employees
and others providing similar services, the fair value
of the services received is measured by reference
to the fair value of the options at the date of grant.
Such fair value is recognised in profit or loss over
the vesting period with a corresponding increase
in the share option reserve within equity. Non-
market vesting conditions are taken into account by
adjusting the number of equity instruments expected
to vest at the end of each reporting period so that,
ultimately, the cumulative amount recognised over
the vesting period is based on the number of options
that eventually vest. Market vesting conditions are
factored into the fair value of the options granted.
As long as all non-market vesting conditions are
satisfied, a charge is made irrespective of whether
the market vesting conditions are satisfied. The
cumulative expense is not adjusted for failure to
achieve a market vesting condition.

Where the terms and conditions of options are
modified before they vest, the increase in the fair
value of the options, measured immediately before
and after the modification, is also recognised in profit
or loss over the remaining vesting period.

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
relating to costs are deferred and recognised in profit
or loss over the period necessary to match them with
the costs that they are intended to compensate and
are presented separately from the costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21

2.22

2.23

Share 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.

Provisions, contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, which it is probable will result in an outflow of
economic benefits that can be reliably estimated.

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,
the existence of which will only be confirmed by the
occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.

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

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

(if) has significant influence over the
Group; or

(iii) is a member of key management
personnel of the Group or the
Company’s parent.
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96

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.23 Related parties (Continued)
(b) An entity is related to the Group if any of the
following conditions apply:

(i

(i)

(iv)

(vii)

(viii)

The entity and the Group are members
of the same group (which means that
each parent, subsidiary and fellow
subsidiary is related to the others).

One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a member
of a group of which the other entity is a
member).

Both entities 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 the employees
of the Group or an entity related to the
Group.

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

A person identified in (a)(i) has
significant influence over the entity
or is a member of 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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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.23

2.24

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 and include:

(i) that person’s children and spouse or domestic
partner;

(if) children of that person’s spouse or domestic
partner; and

(iii) dependents of that person or that person’s
spouse or domestic partner.

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
and for their review of the performance of those
components. The business components in the
internal financial information reported to the executive
directors are determined following the Group’s major
operations.
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ADOPTION OF NEW OR REVISED HKFRS

(a)

Adoption of new/revised HKFRS - first
effective on 1 January 2017

In the current year, the Group has applied, for the
first time the following new standards, amendments
and interpretations issued by the HKICPA, which
are relevant to and effective for the Group’s financial
statements for the annual period beginning on 1
January 2017.

Amendments to Disclosure Initiative
HKAS 7

Amendments to Recognition of Deferred
HKAS 12 Tax Assets for

Unrealised Losses
Annual Improvements to  Amendments to HKFRS 12,
HKFRSs 2014-2016 Disclosure of Interests in
Cycle Other Entities

Amendments to HKAS 7 - Disclosure Initiative

The amendments introduce an additional disclosure
that will enable users of financial statements to
evaluate changes in liabilities arising from financing
activities.

The adoption of the amendments has no impact
on these financial statements as the Group did not
have any changes in liabilities arising from financing
activities.
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3. ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(a)

Adoption of new/revised HKFRS - first
effective on 1 January 2017 (Continued)

Amendments to HKAS 12 - Recognition of
Deferred Tax Assets for Unrealised Losses

The amendments relate to the recognition of
deferred tax assets and clarify some of the necessary
considerations, including how to account for deferred
tax assets related to debt instruments measured of
fair value.

The adoption of the amendments has no impact on
these financial statements as the clarified treatment
is consistent with the manner in which the Group has
previously recognised deferred tax assets.

Annual Improvements to HKFRSs 2014-2016
Cycle - Amendments to HKFRS 12, Disclosure of
Interests in Other Entities

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 12,
Disclosure of Interests in Other Entities, to clarify that
the disclosure requirements of HKFRS 12, other than
the requirements to disclose summarised financial
information, also apply to an entity’s interests in other
entities classified as held for sale or discontinued
operations in accordance with HKFRS 5, Non-Current
Assets Held for Sale and Discontinued Operations.

The adoption of the amendments to HKFRS 12 has
no impact on these financial statements as the Group
did not have any entity classified as held for sale or
discontinued operations.
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3. ADOPTION OF NEW OR REVISED HKFRS

(Continued)

(b) New/revised HKFRS that have been issued
but not yet effective

The following new/revised HKFRS, potentially relevant
to the Group’s financial statements, have been
issued, but are not yet effective and have not been
early adopted by the Group. The Group’s current
intention is to apply these changes on the date they

become effective.

HKFRS 9

HKFRS 15

HKFRS 16
HKFRS 17

HK(IFRIC)-Int 22

HK(IFRIC)-Int 23

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 28

Amendments to
HKAS 28

Amendments to
HKAS 40

Financial Instruments'’

Revenue from Contracts with
Customers and the related
Amendments’

Leases?

Insurance Contracts*

Foreign Currency
Transactions and Advance
Consideration’

Uncertainty over Income
Tax Treatments?

Classification and
Measurement of
Share-based Payment
Transactions'

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts’

Prepayment Features with
Negative Compensation?

Sale or Contribution of
Assets between an Investor
and its Associate or
Joint Venture®

As part of Annual
Improvements to HKFRSs
2014-2016 Cycle'

Long-term Interests in
Associates and Joint
Ventures?

Transfers of Investment
Property’

Annual Improvements Amendments to: HKFRS 3,

to HKFRSs

2015-2017 Cycle

Business Combinations;
HKFRS 11 Joint
Arrangements; HKAS 12,
Income Taxes; and HKAS
23 Borrowing Costs?
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3. ADOPTION OF NEW OR REVISED HKFRS
(Continued)
(b) New/revised HKFRS that have been issued
but not yet effective (Continued)

| Effective for annual periods beginning on or after 1 January

2018

2 Effective for annual periods beginning on or after 1 January
2019

s The amendments were originally intended to be effective for

periods beginning on or after 1 January 2016. The effective
date has now been deferred/removed. Early application
of the amendments of the amendments continue to be
permitted.

- Effective for annual periods beginning on or after 1 January
2021

The directors of the Company are in the process
of assessing the impact of these new/revised
HKFRS and do not intend to adopt them before
their respective effective dates. Other than HKFRS
9, HKFRS 15 and HKFRS 16, the directors of the
Company expect that the adoption of the new/revised
HKFRS above will have no material impact on the
financial statements in the period of initial application.
Specifically, the Group assesses the impact of HKFRS
9, HKFRS 15 and HKFRS 16 as follows:
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ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 9 - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business
model whose objective is to hold assets in order to
collect contractual cash flows (the business model
test) and that have contractual terms that give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at fair value through
other comprehensive income (“FVTOCI”) if the
objective of the entity’s business model is both to
hold and collect the contractual cash flows and to sell
the financial assets. Entities may make an irrevocable
election at initial recognition to measure equity
instruments that are not held for trading at FVTOCI.
All other debt and equity instruments are measured at
fair value through profit or loss (“FVTPL”).

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39 and
new general hedge accounting requirements to
allow entities to better reflect their risk management
activities in financial statements.

HKFRS 9 carries forward the recognition,
classification and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities designated at FVTPL, where the amount
of change in fair value attributable to change in
credit risk of the liability is recognised in other
comprehensive income unless that would create
or enlarge an accounting mismatch. In addition,
HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.
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3. ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

The Group has assessed that its financial assets
currently measured at amortised cost will continue
with their respective classification and measurements
upon the adoption of HKFRS 9.

The Group’s available-for-sale financial asset,
including those currently stated at cost less
impairment, may classify as either FVTPL or
irrevocably elect to designate as FVTOCI (subject to
fulfilment of the designation criteria) on transition to
HKFRS 9.

The classification and measurement requirements
for financial liabilities under HKFRS 9 are largely
unchanged from HKAS 39, except that HKFRS 9
requires the fair value change of a financial liability
designated at FVTPL that is attributable to changes of
that financial liability’s credit risk to be recognised in
other comprehensive income (without reclassification
to profit or loss). The Group currently does not have
any financial liabilities designated at FVTPL and
therefore this new requirement may not have any
impact on the Group on adoption of HKFRS 9.
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ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

Impairment

In general, the application of the expected credit loss
model of HKFRS 9 will result in earlier provision of
credit losses which are not yet incurred in relation to
the Group’s financial assets measured at amortised
cost and other items that subject to the impairment
provisions upon application of HKFRS 9 by the
Group.

Based on the assessment by the directors of the
Company, if the expected credit loss model were to
be applied by the Group, the accumulated amount
of impairment loss to be recognised by Group as
at 1 January 2018 would be slightly increased as
compared to the accumulated amount recognised
under HKAS 39 mainly attributable to expected
credit losses provision on trade and loan and
other receivables and fixed deposits with financial
institutions. Such further impairment recognised
under expected credit loss model would reduce
the opening retained profits at 1 January 2018. The
above assessments were made based on currently
available information and may be subject to changes
arising from further reasonable and supportable
information being subsequently made available to the
Group.
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3. ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with
Customers

The new standard establishes a single revenue
recognition framework. The core principle of the
framework is that an entity should recognise
revenue to depict the transfer of promised goods
or services to customers in an amount that reflects
the consideration to which the entity expects to be
entitled in exchange for those goods and services.
HKFRS 15 supersedes existing revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.

HKFRS 15 requires the application of a 5 steps
approach to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in
the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to each
performance obligation

Step 5: Recognise revenue when each

performance obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.
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ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

Amendments to HKFRS 15 - Revenue from
Contracts with Customers (Clarifications to
HKFRS 15)

The amendments to HKFRS 15 included clarifications
on identification of performance obligations;
application of principal versus agent; licenses of
intellectual property; and transition requirements.

Based on the preliminary assessment so far, the
expected impacts arising from the adoption of HKFRS
15 on the Group are mainly related to customer
loyalty bonus points that the Group grants to its
customers as part of a sales transaction. Currently,
the Group accounts for bonus points as a separately
identifiable component of the sales transaction
in which they are granted. The fair value of the
consideration received or receivable in respect of
the sales transaction is allocated between the bonus
points and the other components of the sale. The
amount allocated to the bonus points is determined
by reference to their fair value, irrespective of the
fair values of the other components. Under HKFRS
15, the accounting for the bonus points is largely
consistent with the Group’s current practice.
However, the Group is required to allocate transaction
price to bonus points based on relative stand-alone
selling price basis.
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3. ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 16 - Leases

HKFRS 16, which upon the effective date will
supersede HKAS 17 “Leases” and related
interpretations, introduces a single lessee accounting
model and requires a lessee to recognise assets
and liabilities for all leases with a term of more 12
months, unless the underlying asset is of low value.
Specifically, under HKFRS 16, a lessee is required to
recognise a right-of-use asset representing its right
to use the underlying leased asset and a lease liability
representing its obligation to make lease payments.
Accordingly, a lessee should recognise depreciation
of the right-of use asset and interest on the lease
liability, and also classifies cash repayments of the
lease liability into a principal portion and an interest
portion and presents them in the statement of cash
flows. Also, the right-of-use asset and the lease
liability are initially measured on a present value basis.
The measurement includes non-cancellable lease
payments and also includes payments to be made in
optional periods if the lessee is reasonably certain to
exercise an option to extend the lease, or to exercise
an option to terminate the lease. This accounting
treatment is significantly different from the lessee
accounting for leases that are classified as operating
leases under the predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of
leases differently.
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ADOPTION OF NEW OR REVISED HKFRS
(Continued)

(b)

New/revised HKFRS that have been issued
but not yet effective (Continued)

HKFRS 16 - Leases (Continued)

Regarding sublease accounting, HKFRS 16 requires
an intermediate lessor to account for a head lease
and a sublease as two separate contracts, applying
both the lessee and lessor accounting requirements.
In classifying a sublease by reference to the right-of-
use asset arising from the head lease, an intermediate
lessor may classify more subleases as finance leases
than it would have done under the predecessor
standard, HKAS 17, if those same subleases were
classified by reference to the underlying asset.
Accordingly, a lessor may classify similar leases
differently depending on whether the lessor owns or
leases the underlying asset.

As at 31 December 2017, the Group has non-
cancellable operating lease commitments of
RMB512,611,000 as disclosed in Note 29(b)(i).
A preliminary assessment indicates that these
arrangements will meet the definition of a lease under
HKFRS 16, and hence the Group will recognise a
right-of-use asset and a corresponding liability in
respect of all these leases unless they qualify for
low value or short-term leases upon the application
of HKFRS 16. In addition, the application of new
requirements may result changes in measurement,
presentation and disclosure as indicated above. The
Group will need to perform a more detailed analysis
to determine the amounts of new assets and liabilities
arising from operating lease commitments on
adoption of HKFRS 186, after taking into account the
applicability of the practical expedient and adjusting
for any leases entered into or terminated between
now and the adoption of HKFRS 16 and the effects of
discounting.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next year are discussed
below:

Depreciation and amortisation

The Group depreciates property, plant and equipment and
amortises the prepaid land lease and intangible assets with
finite useful lives in accordance with the accounting polices
stated in notes 2.5, 2.7 and 2.8 respectively. The estimated
useful lives reflect the directors’ estimates of the periods that
the Group intends to derive future economic benefits from
the use of the Group’s property, plant and equipment and
intangible assets.

Inventory valuation

Inventory is valued using the cost method, which values
inventory at the lower of the actual cost and net realisable
value. Cost is determined using the first-in, first-out
method. The estimated net realisable value is generally the
merchandise selling price less selling expenses. The Group
reviews its inventory levels in order to identify slow-moving
merchandise and use markdowns to clear merchandise.
Inventory value is reduced when the decision to markdown
below cost is made.

Customer loyalty programme
Significant estimates is required in determining the
percentage of redemption of credit awards granted to the
customers. These estimates are based on historical records
and managements’ judgement. Management reassesses the
estimation at each reporting date.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Impairment of receivables

The management review receivables on a regular basis to
determine if any provision for impairment is necessary. This
estimate is based on the credit history of its customers,
past settlement and industry practice and current market
conditions. Management reassesses the impairment of
receivables at each reporting date.

Income tax

Significant judgement is required in determining the amount
of the provision of income tax and the timing of payment
of the related taxation. Where the final tax outcome is
different from the amounts that were initially recorded, such
differences will impact the current tax and deferred tax
provisions in periods in which such determination are made.

Deferred tax

Deferred tax assets relating to certain temporary differences
are recognised as management considers it is probable
that future taxable profit will be available against which the
temporary differences can be utilised. Where the expectation
is different from the original estimate, such differences will
impact the recognition of deferred tax expense in the periods
in which such estimate is changed. The outcome of their
actual utilisation may be different.

The recognition of deferred tax liabilities requires assessment
of the temporary differences which arise as a consequence
of different accounting and tax treatments. These temporary
differences result in deferred tax liabilities are included within
the consolidated statement of financial position. Deferred
tax liabilities are measured using substantially enacted tax
rates expected to apply when the temporary differences
reverse. Deferred tax liabilities are not recognised where it is
more likely than not that the liabilities will not be realised in
the future. This evaluation requires judgements to be made
including the forecast of future taxable income. Recognition
therefore, involves management’s judgement regarding the
future financial performance of the particular legal entity in
which the deferred tax liabilities have been recognised and
interpretation of country specific tax law and the likelihood
of settlement. However, the actual tax liabilities could differ
from the provision and in such event the Group would be
required to make an adjustment in a subsequent period
which could have a material impact on the Group’s income
statement.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Impairment of available-for-sale investments

The management reviews available-for-sale investments at
the end of each reporting period to assess if impairment is
required. The amount of impairment loss is measured as the
difference between the carrying amount of the available-for-
sale investments and the present value of estimated future
cash flows discounted at the current market rate of return
of a similar asset. The management estimates the expected
future cash flows from the asset and determine a suitable
discount rate in order to calculate the present value of those
cash flows.

Impairment of intangible assets

The carrying amounts of intangible assets are reviewed
for impairment when events or changes in circumstances
indicate that the carrying amount may not be recoverable.
The recoverable amount of these assets, or, where
appropriate, the cash-generating unit to which they belong,
is the higher of their fair value less costs of disposal and
value in use. Estimating the recoverable amount requires the
Group to estimate the expected future cash flows from the
cash-generating units and to choose a suitable discount rate
in order to calculate the present value of those cash flows.

Fair value measurement

The Group measures investment properties at fair value.
Certain assets included in the Group’s financial statements
also require disclosure of fair value. Significant estimation
and judgement are required to determine the fair value.

The fair value measurement utilises market observable inputs
and data as far as possible. Inputs used in determining fair
value measurements are categorised into different levels
based on how observable the inputs used in the valuation
technique utilised are (the ‘fair value hierarchy’):

o Level 1: Quoted prices in active markets for
identical items (unadjusted);

° Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

o Level 3: Unobservable inputs (i.e. not derived from

market data).
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Fair value measurement (Continued)

The classification of an item into the above levels is based on
the lowest level of the inputs used that has a significant effect
on the fair value measurement of the item. Transfers of items
between levels are recognised in the period they occur.

For more information in relation to the fair value measurement
of the investment properties, please refer to note 12 to the
financial statements.

SEGMENT INFORMATION

On adoption of HKFRS 8 Operating Segments, the Group
has identified its operating segments and prepared 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
and review of these components’ performance. There are
three business components/operating segments in the
internal reporting to the executive directors, which are
operation and management of retail stores and other related
businesses, food and catering, and provision of factoring
services.

For the year ended 31 December 2017, the Group has
identified the reportable segments as (i) operation and
management of retail stores and other related businesses; (i)
food and catering; and (iii) provision of factoring services.

For the year ended 31 December 2016, the Group had
identified the reportable segments as operation and
management of retail stores and other related businesses.
Information about other business activities and operating
segments (i.e. food and catering, and provision of factoring
services) that are not reportable are combined and disclosed
in “All other segments” in prior year as the revenue was
minimal for that year. Accordingly, certain comparative
amounts in segment information have been re-presented
to conform to the current year’s presentation for better
presentation.
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5. SEGMENT INFORMATION (Continued) 5. 2EER(E)
Operation and
management
of retail stores
and other Provision of Inter-
related Food and factoring segment
businesses catering services elimination
&R
ERZEER
REtRERE
RMB'000
ARBTT

Consolidated

RURRK
RMB'000

ARBT R

RERREY
RMB'000

ARBTR

ARRYH aff
RMB000  RMB'000
ARBTR  ARRTR

Year ended 31 December 2017 BECE-tEtZA=t-RLEE

Revenue from external customers SPRERA 687,316 10,059 2,808 - 700,183
Inter-segment revenue PEARA 191 - - (191) -
Reportable segment revenue BEEhElen 687,507 10,059 2,808 (191) 700,183
Segment results HERE 82,116 (16,327) 1,986 - 67,775
Impairment loss on an avallable- for- At ESBEEZ HERE

sale financial asset (3,484)
Unallocated corporate income APRBERA 692
Other unallocated corporate expenses  EHAAEAERT (5,119
Profit before income tax W LA & 59,864
Income tax expense RS (26,665)
Profit for the year EREH 33,199
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5. SEGMENT INFORMATION (Continued) 5. 2¥ERE)

Operation and
management of
retail stores and Provision of
other related Food and factoring
businesses catering services  Consolidated

14

ERSEER
Rt Rs RURER  RERERH aft
RMB’000 RMB’000 RMB'000 RMB’000
AR®T R AR®TR ARBT R ARBT R

Other segment information HttABEH

Interest income FIEWA (5,095) (1) (21) (5,127
Additions to non-current assets ~ JEREBEERE 96,873 11,767 403 109,043
Amortisation of intangible assets EF AR #H 115 4,141 - 4,856
Amortisation of prepaid land Rk

lease 261 - - 261
Impairment loss on intangible B A& 2 HESE

assets - 1,773 - 1,773
Depreciation of property, plant ~ #1% « BiE kR G E

and equipment 32,601 3,066 12 35,679
Written-off of property, plant 0¥ - BERREMS

and equipment 1 475 - 476
Loss on disposal of property, ~ HENE - BERRERSR

plant and equipment 12 - - 12
Obsolete inventories written-off ~ BEZ S M 178 - - 178
Inventories loss FEBE 10 - - 10
Increase in fair value of REMELTEEM

investment properties (20,100) - - (20,100)
Provision for a legal claim R-BEEREZRE 3,159 - - 3,159
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5. SEGMENT INFORMATION (Continued) 5. 2¥ERE)

Operation and
management of
retail stores and Provision of
other related Food and factoring
businesses catering services  Consolidated

14

ERSEER
R RURER  RERERH aft
RMB’000 RMB’000 RMB'000 RMB’000
AR®T R ARBTR ARBTR ARBTR

At 31 December 2017 R-Z-t5+=-A=1-H
Segment assets PEEE 864,666 23,884 47,313 935,863
Available-for-sale financial assets A/ HELRERE 3,235
Other unallocated corporate kAR EEE

assets 3,318
Total assets BEE 942,416
Segment liabilities PEERE 300,816 3,261 258 304,335
Provision for taxation MIBEE 14,393
Deferred tax liabilities ERHERE 22,486
Unallocated corporate liabiliies AN EAEEE 1,426
Total liabilities BaE 342,640
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5. SEGMENT INFORMATION (Continued)

Year ended 31 December 2016

Operation and
management of
retail stores and

other related
businesses

pA

A R

BE-_Z-x¥+-A=1-H

5.

2EER(R)

Food and
catering

RMB’000
AREFTT
(Re-presented)

(E#25)

Provision of
factoring

services Consolidated

RARIE MRS aff

RMB'000 RMB’000

ARETT ARETT
(Re-presented)
(B#Z5)

LEE

Reportable segment revenue BEEGEL 726,047 1,013 1,843 728,903
Segment results PE%E 82,263 (9,741) 1,399 73,921
Impairment loss on an available- A HEHESREE 2 HERFE

for-sale financial asset (4,081)
Other unallocated corporate A RDECERR

expenses (5,196)
Operating profit Kyl 64,644
Share of loss of an associate B —FHE AR 2 ER (116) - = (116)
Profit before income tax BTG RATEF 64,528
Income tax expense FEHAY (23,393)
Profit for the year FRGER 41,135
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5. SEGMENT INFORMATION (Continued) 5. 2¥ERE)

Operation and
management of
retail stores and Provision of
other related Food and factoring
businesses catering services Consolidated

B
E bR RORESR  RERERE aff
MB’000 RMB'000 RMB'000 RMB’000
ARETT ARETTT ARETTT ARETL
(Re-presented)  (Re-presented)
(ZH=5) (EH251)

Other segment information ~ HftpE&H

Interest income MEA (4,930) (6) 8) (4,944)
Additions to non-current assets ~ FEREEERE 34,140 8,858 20 43,018
Amortisation of intangible assets &/ ZE# 105 4,547 - 4,652
Amortisation of prepaid land BiILe#H

lease 261 - - 261
Depreciation of property, plant ~ #1%  BiE R HEHTE

and equipment 30,946 173 1 31,120
Loss on disposal of property, HENE  BELRREFE

plant and equipment 350 = = 350
Obsolete inventories written-off ~ FREZEHIHH 156 - - 156
Inventories loss FEER 307 - - 307
Increase in fair value of REWMELTEEM

investment properties (10,600) - - (10,600)
Provision for a legal claim B-BEERERE 60 - - 60
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SEGMENT INFORMATION (Continued)

5.

Operation and
management of
retail stores and

other related
busmesses

RMB OOb
ARETT

At 31 December 2016 R-B-~E+-A=t+-H

(Re-presented)

2EER(R)

Provision of
factoring
services

Food and

catering Consolidated

RRALRIB R aff

RMB'000 RMB’000

AREFTT ARBTR
(Re-presented)
(EH25)

RMB’ 000
ARETT

(B#27)

Segment assets NEEE 827,585 21,688 17,428 866,701
Avallable-for-sale financial assets Al E S EARE 6,752
Other unallocated corporate HEMARDRNEEE

assets 1,860
Total assets BEE 875,313
Segment liabilities PEERE 252,050 1,567 49 253,666
Provision for taxation IBEE 12,392
Deferred tax liabilties EEHEARE 16,661
Unallocated corporate liabilities AN EAEEE 1,013
Total liabilities BafE 283,732

The PRC is the country of domicile of the Group. The country
of domicile is determined by referring to the country which
the Group regards as its home country, has the majority of
operations and centre of management.

No separate analysis of segment information by geographical
segment is presented as the Group’s revenue and non-
current assets, including available-for-sale financial assets,
are principally attributable to a single geographical region,
which is the PRC.

Information about a major customer

There was no single customer that contributed to 10%
or more of the Group’s revenue for the years ended 31
December 2016 and 2017.
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Notes to the Consolidated Financial Statements (Continued)
REEHRRMEE(E)

For the year ended 31 December 2017

BE—Z +F+-A=+ALFE

6. REVENUE AND OTHER OPERATING INCOME 6. WARHMEZEWKA

(@ Revenue (@ WA

The Group is principally engaged in operation and AEBFTEBERAKERER
management of retail stores and other related ZEERHEMBAEL - HE
businesses, sales of food and catering, and provision BYRER MR HERIER -
of factoring services. Revenue, which is also the WA AREBR 2 EER) -
Group’s turnover, represents invoiced value of goods EEHERMBRESTERTM
sold after allowances for returns and discounts, rental HEWA @ HERYNER K
income, sales of food and catering, and interest REREREAEENT B Z
income from factoring services. Revenue recognised BB EEE - FRERHIK
during the year is as follows: AT

2017 2016
et T

RMB’000 RMB’000
ARET T ARETT

Sales of goods HEE M 509,167 555,206
Commissions from concessionaire HEHEMESAE

sales 109,525 110,330
Rental income from sub-leasing of S FE&HYEHNFESUWA

shop premises 51,581 51,331
Rental income from investment WEMEHRSWA

properties 10,146 9,180
Rental income from sub-leasing of SRS XN S U A

a shopping mall 6,897 -
Interest income from factoring R ERIBRS Z T B WA

services 2,808 1,843
Sales of food and catering HERYMEER 10,059 731
Others EHAh - 282

700,183 728,903
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MIEE (4E)

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

6. REVENUE AND OTHER OPERATING INCOME 6.
(Continued)
(b)  Other operating income
An analysis of the Group’s other operating income is
as follows:

WAREMEE WA (&)

(b) HMBEEWA
REBEMELEWA 20
™

2017 2016
e TN

RMB’000 RMB’000
ARET T ARETT

Interest income FLE U A 5,127 4,944
Net exchange gain b 5 W F 58 692 517
Government grants (Note) B AL (B 5E) 1,318 2,500

Administration and management fee 3k & {1 TE &
income from suppliers ERBKRA 42,314 43,375
Others Hih 13,821 18,656
63,272 69,992

Note:  Various local government grants have been granted to
subsidiaries of the Group during the years ended 31
December 2016 and 2017. There were no unfulfilled
conditions or contingencies attaching to these government
grants.
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Notes to the Consolidated Financial Statements (Continued)
RE TSR AR AT (4E)

For the year ended 31 December 2017
HE_Z—+F+-_A=+—HIFE

7. OPERATING PROFIT 7. REHF

2017 2016
—E—tF A

RMB’000 RMB’000
AREF T ARBETT

Operating profit is arrived at after charging: &2 HMEMNKRIATIER :
Cost of inventories sold recognised as EEE{JJ%E:%S‘ZE’JE&TT

expense 421,461 468,950
Auditor’s remuneration E:tE 1,187 1,142
Depreciation of property, plant and VI - BB RRETE

equipment 35,679 31,120
Amortisation of prepaid land lease T 4 b < 4 85 261 261
Amortisation of intangible assets B EERE 4,856 4,652
Loss on disposal of property, plant and HEME  WENMKRE

equipment B 12 350
Operating lease rentals in respect of land T RIBFHLEHRE

and buildings e 67,851 53,089
Obsolete inventories written-off WERERE 178 156
Inventories loss FEEE 10 307
Impairment loss on an available-for-sale AItHESREEZ BE

financial asset (Note(i) Eﬁ@(?(—)) 3,484 4,081
Written-off of property, plant and equipment ¥13 - 5= K % 5 3 476 -
Impairment loss on an intangible asset | EEREBE

(Note (i) (3 (=) 1,773 -
Provision for legal claims (Note (i)) EEFRZBEGE(—)) 3,159 60
Staff costs, including directors’ emoluments 2 T A « B IEE EHS

(Note 28(a)) (Bt3E28(a))

Salaries and other benefits e RHEAMEF 88,659 80,282

Contributions to retirement schemes R FTEIER 10,494 9,143

99,153 89,425

and crediting: REFTA
Net exchange gain R 692 517
Rental income from investment properties  E &Y% 2 L WA 10,146 9,180
Sub-letting of properties S

— Base rents —HZEAHE 54,574 47,705

— Contingent rents (Note (ii)) — s AREE(GE(Z)) 3,904 3,626

58,478 51,331

Total gross rental income WS WA 68,624 60,511
Less: Direct operating expenses arising B REREREUE 2 WA

from investment properties that IR B EEENEE

generated rental income during the year =53 - (29)
Less: Outgoings of sub-letting of properties 5 : DAY 5 (15,906) (18,563)
Net rental income FHEeUWA 52,718 41,919
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AN
:él‘lT\I:l

BAFEER R ML ()

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

122

OPERATING PROFIT (Continued)

Notes:
(i) Impairment loss on an available-for-sale financial asset and an
intangible asset, and provision for legal claims had been included in

other operating expenses.

(i) Contingent rents are calculated based on a percentage of the
relevant sales of the tenants pursuant to the rental agreements.

INCOME TAX EXPENSE

IR

Rgnr (&)
F=a
(=) AL ESREERBEE ZRE

EREMERREZBHEFAEME
ERXA -

(=) SRS DRIEEE R RE T
HENBETEDLE -

FrEBimx

2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥ T ARETIT

Current income tax BVERFT 1S HR
— PRC enterprise income tax — P EMRERH 18,040 16,863
- PRC withholding income tax —hEFEHFER 2,800 2,900
20,840 19,763
Deferred tax (Note 24) EIEFRIE (M 5E24) 5,825 3,630
26,665 23,393

The Group is not subject to any taxation under the
jurisdiction of the Cayman lIslands and British Virgin Islands
during the year (2016: Nil).

No provision for Hong Kong Profits Tax has been made as
the Group had no estimated assessable profits in Hong Kong
for the year (2016: Nil).

For a subsidiary of the Group in Guangxi, its PRC Enterprise
Income Tax has been provided at the preferential enterprise
income tax rate of 15% (2016: 15%) for the year pursuant
to the privilege under the China’s Western Development
Program.

Other subsidiaries of the Group established in the PRC were
mainly subject to PRC Enterprise Income Tax at the rate of
25% (2016: 25%) for the year under the income tax rules and
regulations of the PRC.
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Notes to the Consolidated Financial Statements (Continued)
RE TSR AR AT (4E)

For the year ended 31 December 2017
HE_Z—+F+-_A=+—HIFE

8. INCOME TAX EXPENSE (Continued) 8. FBHiBX (&)
Reconciliation between income tax expense and accounting REARMKRAENEHRASTBET
profit at applicable tax rates: i A2 AR

2017 2016
—E—tF

RMB’000 RMB’000
ARET T ARETT

Profit before income tax R FT1S B A a1 59,864 64,528
Tax on profit before income tax, BRATE AN AR EEIE -

calculated at the rates applicable to BEBHE R EER G

profit in the tax jurisdictions concerned  E KRRt & 14,833 15,868
Tax effect of non-deductible expenses A S B RS w 2 3,887 1,898
Tax effect of non-taxable income /,\n%fRHSZ)\E’J%R 5w B (1,828) (2,193)
Effect of withholding income tax on 2 5 [ BB

distributable profits of the Group’s Tfﬁ’\/ﬁmﬂﬁ’]

PRC subsidiaries TEMFEREE 3,600 4,900
Tax effect of tax loss not recognised RERTIBEENT G E 6,173 2,920
Income tax expense TS = 26,665 23,393

9. DIVIDENDS 9. R E
(a) Dividends attributable to the year (@) AEEEMLEKE

2017 2016
—F—tF ZERF

RMB’000 RMB’000
AREF T ARETT

Proposed final dividend for the HE_ZT—tF+=H

year ended 31 December 2017 T —HLEFEBIRER

of approximately RMB1.91 cents  Eiff 8 BR EBILLHOAR

(2016: RMB2.41 cents) per 1919 (ZF—XRF :

ordinary share ARBED2 415) 19,816 25,004
The final dividend proposed after the reporting date HE AR EIRARHAREIL
has not been recognised as a liability at the respective BERRAREHEBREEHNE
reporting date, but reflected as an appropriation of & HEERMAZFEMNRE
retained profits for that year. A ER ©
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For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

9.

10.

124

DIVIDENDS (Continued)
(b) Dividend attributable to the previous year,
approved and paid during the year

Final dividend in respect of the

EREFEOHRMEE K

BRE (&)
(b) FERHMERKSH LEEE
EREERE

2017
—E—tF

2016

RMB’000
ARET T

RMB'000
ARETT

previous year, of RMB2.41 cents  Ei@AR AR 415
(2016: RMB1.27 cents) per B —RNF:
ordinary share AREEA.275)
— Approved during the year — FE R 25,004 13,176
— Paid during the year — FRIR S (25,004) (13,176)
EARNINGS PER SHARE 10. SRER

The calculation of basic earnings per share is based
on the profit attributable to owners of the Company of
approximately RMB33,199,000 (2016: RMB41,306,000)
and the weighted average number of approximately
1,037,500,002 (2016: 1,037,500,002) ordinary shares in
issue during the year.

Diluted earnings per share were the same as the basic
earnings per share as the exercise price of the Company’s
outstanding options were higher than the average market
price for the year ended 31 December 2016 and there were
no other potential dilutive ordinary shares in existence during
the years. All the outstanding options were lapsed during the
year ended 31 December 2016 (Note 27).
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Notes to the Consolidated Financial Statements (Continued)
REEHRRMEE(E)

For the year ended 31 December 2017

BE—Z +F+-A=+ALFE

11. PROPERTY, PLANT AND EQUIPMENT 11. Y% BERRZRE

Motor  Furniture,
Leasehold  Leasehold  Plant and vehicles fixtures and
buildings improvements machinery  andtools  equipment Total

LTS FR-KE
BRR? 8 HER#E NRERIR  RRA 3]
RMBO00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARMTR ARBTR ARMTR ARBTR ARWTR

At 1 January 2016 RZE-~E-F-R

Cost KA 21,357 279,641 21,414 10,767 103,646 436,825
Accumulated depreciation ZithE (802)  (217557)  (15,744) (7915 (92,009  (334,027)
Net carrying amount BEFE 20,555 62,084 5,670 2,852 11,637 102,798
Net carrying amount BEFE

At 1 January 2016 R=E—7F-H-H 20,555 62,084 5,670 2,852 11,637 102,798
Additions RE - 34,964 3 1,004 5,287 41,868
Disposals e = = = (199) (213 #12)
Depreciation ik (305) (24749 (947) (1,020) (4,106) (31,120)
At 31 December 2016 R-B-xE5+-A=1-AH 20,250 72,306 4,726 3,297 12,555 113,134

At 31 December 2016 and 1 January 2017 R=B-AE+ZA=t+-RAR

“E-tE-§-A

Cost A 21357 314,605 21,403 10857 107,082 475,304
Accumulated depreciation ZihE (1,07)  (242.299)  (16677) (75600  (94527)  (362,170)
Net carrying amount BEFE 20,250 72,306 4,726 3,297 12,555 113,134
Net carrying amount RERE

At 1 January 2017 R-E-+5-F-H 20,250 72,306 4726 3,297 12555 113,134
Additions e = 90,536 73 102 3456 94,167
Disposals mE = = = (19 = (19
Written-off i = (474) 1) = 1) (476)
Depreciation e (305 (29,85) (749) (991) (3,778 (35,679)
At 31 December 2017 RZE-+E+zfA=+-H 19945 132,512 4,049 2,389 12232 171,127
At 31 December 2017 R-B-tEtZR=1-H

Cost Ak 21357 404537 21,461 1083 110529 568720
Accumulated depreciation ZiriTE (1412 @ro0%) (17419 (8447)  (98297) (397,599
Net carrying amount REFE 19945 132512 4,049 2,389 12232 11,127
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For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

11.

12.

126

PROPERTY, PLANT AND EQUIPMENT 1. Y% BERRZEE)
(Continued)
Depreciation charges incurred for the year were recognised FRELAMITESLEEREEE2EK
in the consolidated statement of comprehensive income M [EE XD HKA | K [1TEHR
as “selling and distribution costs” and “administrative ¥ 19 RIFER A AR #35,076,0007C
expenses” amounted to approximately RMB35,076,000 (Z=2—7RF : AR™30,599,0007T)
(2016: RMB30,599,000) and RMB603,000 (2016: B AREB03,0000(ZF—7RF : A
RMB521,000) respectively. R#521,0007T) °
Written-off of property, plant and equipment of FrEAEMENE  BEERREHOAR
approximately RMB476,000 incurred have been recorded as ¥476,000tERRABE_ZT—tF
other operating expenses for the year ended 31 December + - A=+t—"BHItFEZHEMEEH
2017, in which approximately RMB475,000 was in relation to X HRHARMA475,000c B BBET
agreements entered into for the exclusive right for operation Vi U— (AR REmRELER
and licensing of the business of beverage kiosk in Shenzhen FYIH RS SRR 2 B ERN RN
region with an international cartoon brand name, please refer DY BEGIEE28U B HRERN
to note 14 to the financial statements for the particulars. 514
INVESTMENT PROPERTIES 12. BEYXE
2017 2016
—E—+F T —RF
RMB’000 RMB’000
AR¥T T ARBTIT
At beginning of the year =) 270,700 260,100
Increase in fair value of investment REERNTFEEM
properties 20,100 10,600
At end of the year FR 290,800 270,700

The investment properties represent various buildings and
leasehold land located in the PRC held for generating rental
income and the leasehold land will expire in 2066.

The fair values of the Group’s investment properties as at
31 December 2016 and 2017 were arrived at on the basis
of valuations carried out at the date by Chung Hin Appraisal
Limited, an independent firm of qualified professional
valuers not connected to the Group, who has appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations.
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Notes to the Consolidated Financial Statements (Continued)
RE TSR AR AT (4E)

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RALEFE

12. INVESTMENT PROPERTIES (Continued) 12. REWE(E)
The fair value of investment properties is a level 3 recurring BEVMENAFEASEIBLFEER
fair value measurement. A reconciliation of the opening and FEFE - FYNFRNAFELES
closing fair value balance is provided below: HERF I

2017 2016
et e B

RMB’000 RMB’000
ARET T ARETT

Opening balance FUER

(level 3 recurring fair value) (BIEBHEEHENTE) 270,700 260,100
Increase in fair value of investment WEME 2 N FHEE M

properties 20,100 10,600
Closing balance TR

(level 3 recurring fair value) (EIBEEMEATE) 290,800 270,700

Change in unrealised gains for the year Rt A=+—HunEE

included in profit or loss for assets BEFTABZNTR

held at 31 December REB U ZE 20,100 10,600
Fair values of investment properties are determined using the NEMENANFETBRERLIESR
direct capitalisation method by capitalising the rental income MO (M BEMENERRAE HRE
derived from the existing tenancies with due allowance for BEBEOEENHASRATRERZE
the reversionary income potential of the properties. The fair TEEEE - AV EFEHETISEH
value measurement is positively correlated to the market THEACIELL - i ER 4 5 B ¥ & Al pk
monthly rental rate and negatively correlated to property lgg ©
yield.
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RE SRR MIEE (4E)

For the year ended 31 December 2017
BE-_ZT—+F+-_A=+—RLEE

12. INVESTMENT PROPERTIES (Continued) 12. REWE(E)

Valuation techniques Significant unobservable inputs

fbERT EABEREZBAER

At 31 December 2017

Investment properties Direct capitalisation method Market monthly rental rate taking into account of RMB120 to RMB340

R-B—+E BRERLE individual factors such as location, environment, age, (2016: RMB80 to RMB320)
+ZA=1+-H accessibility, floor, size. etc. (RMB/sq.m)

RENE misBARSHRILE - BE - B8 - AEl - ARE120mE AR340T

BE RYZERIEZR (ARE/THK) (ZB—"F . AR%80T

EAR¥3207T)

Capitalisation rate of reversionary income 4% to 5%

(2016: 4% to 5%)

ERMARER X 4%Z5%

(Z2—RF  4%Z5%)

There were no changes to the valuation techniques during FERGEMET (A -

the years.

The fair value measurement is based on the above NFEFEIENR LM EST TS
properties’ highest and best use, which does not differ from FEOER(REERERAER) -

their actual use.
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REEHRRMEE(E)

For the year ended 31 December 2017

BE—Z +F+-A=+ALFE

13. PREPAID LAND LEASE 13. FEMLTE

2017 2016
—E—tF

RMB’000 RMB’000
ARET T ARETT

At beginning of the year £

Cost (D% 14,132 14,132
Accumulated amortisation RET N (1,209) (948)
Net carrying amount REFE 12,923 13,184
Net carrying amount REFE

At beginning of the year F 1) 12,923 13,184
Amortisation s (261) (261)
At end of the year FR 12,662 12,923
At end of the year FR

Cost B AR 14,132 14,132
Accumulated amortisation RET S (1,470) (1,209)
Net carrying amount BREEE 12,662 12,923
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e HRRMIEE ()

For the year ended 31 December 2017

BE—ZT+F+-A=+—HALFE

14. INTANGIBLE ASSETS 14, BEE

Computer software Franchise (Note) Total
EREM FRT R () st
2017 2016 2017 2016 2017 2016

—B—tF —TF —B-tF “FTRF -B-tF “TF
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETI ARBTR AREBTL ARSTR ARETI

At beginning of the year g4

Cost B AR 1,150 — 15,000 15,000 16,150 15,000
Accumulated amortisation Rt (105) - (4,547) - (4,652) -
Net carrying amount FEEE 1,045 - 10,453 15,000 11,498 15,000
Net carrying amount REFE
At beginning of the year E4) 1,045 - 10,453 15,000 11,498 15,000
Additions - externally acquired 7NE — 5pZp 4 - 1,150 1,500 = 1,500 1,150
Amortisation i (115) (105) (4,741) (4,547 (4,856) (4,652)
Impairment A - - (1,773) - (1,773) -
At end of the year EX 930 1,045 5,439 10,453 6,369 11,498
At end of the year X
Cost %N 1,150 1,150 11,500 15,000 12,650 16,150
Accumulated amortisation ZEEHERRE
and impairment (220) (105) (6,061) (4,547) (6,281) (4,652)
Net carrying amount REFE 930 1,045 5,439 10,453 6,369 11,498
Note:  As at 31 December 2017, the Group held three franchise rights. Two Mz : R-E—+E+-_A=+—H K&
of them are relating to the exclusive rights for operation and licensing BRE-HETCEE HPWER
of the business of restaurants in the PRC and beverage kiosk in B — R RBERERERABRL
Shenzhen region with an international cartoon brand name. Another LERER ALK E R L& EEE
one is relating to the exclusive right for operation and licensing of ZEREFNRMBSHE - 5—HA
the business of restaurants in Shenzhen region with a specific brand A —ERFERERRILEZRE
name (2016: exclusive rights for operation and licensing of the BZBREFRMEAS HE(ZT—X
business restaurants in the PRC and beverage kiosk in Shenzhen F:U—EARBERRRERBERS
region with an international cartoon brand name). BB RETE AR RRY [ &2

JE 2 BREF RNE D HIRE)
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RE TSR AR AT (4E)

For the year ended 31 December 2017

BHE_T—

14.

tF+-A=t—BLFE

INTANGIBLE ASSETS (Continued)

During the year, the directors of the Company has identified
impairment indicator of certain intangible assets and certain
property, plant and equipment in relation to agreements
entered into for the exclusive rights for operation and
licensing of the business of restaurants in the PRC and
beverage kiosk in Shenzhen region with an international
cartoon brand name with reference to the continuous losses.
The directors of the Company conducted assessments on
the intangible assets and property, plant and equipment,
and these assets were allocated to two cash generating
units, including restaurant business cash-generating unit and
beverage kiosk business cash-generating unit (“Kiosk CGU”)
under the segment of food and catering.

The directors of the Company determined that, based on
their estimation, an impairment loss on an intangible asset
allocated to the Kiosk CGU of approximately RMB1,773,000
and written-off of certain property, plant and equipment
in the Kiosk CGU of approximately RMB475,000 were
recognised in other operating expenses for the year ended
31 December 2017. The recoverable amount of the Kiosk
CGU was based on higher of its fair value less costs of
disposal and its value in use. The recoverable amount of the
Kiosk CGU was determined by the value in use calculation
based on cash flow projection of the Kiosk CGU and
discount rate of 18.5% has been used with reference to the
current market data for the relevant industry and comparable
companies.

14.

BREE(A)
EW ARAESHRETEILEER
ETHE - BENREE - BRI

FU—ERERBRERTERPEL
EEREBZBRENRME S H
B AR RIS Z R
sk 2B ERBE - E#BREN
R ANRREEREFEE UKD
%é* ﬁﬁE%Zi%%ﬁ%%ﬁ??%$1é C BZEE
EESPEEMBREEEEN - B
%”%EngaiﬁﬁiFiﬁ
MEREERBRSEEEM ( [HE
MEEEEM] ) -

ARREBTERFEZHE  RTEAR
HE-_Z—+F+-_A=+—Hz=&
LAY ERRETEESEER
EREEABNZRBEBBEHARE
1,773,000 R MSH A IEIR S EAE R
NP ETUE  BEREBEOARE
475,0007C - RERESEEBM 2T
WESBAEAFERDEKRARRE
AFEABEZERE AL - KIERE
EEBMNZAINESERTRERS
EAXABNBESREBAGEZRFER
BEmME  BEER2EHBEITER
AhRABZRITMBGEEmE 2
18.5%R6 T8 %K -
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15. DEPOSITS PAID, PREPAYMENTS AND

OTHER RECEIVABLES

15.

ENEE  AAREAEREE
WK E

2017 2016
—E—tF T—\F
RMB’000 RMB’000
AR¥T AR¥ET T
Non-current assets RBEE
Rental deposits Heke 16,533 6,141
Prepayments TERT IR 140 -
Payment in advance for acquisition of WY - BRE X
property, plant and equipment RAENTENRIE 2,844 -
19,517 6,141
Current assets RBEE
Deposits paid BffiES 2,922 5,089
Prepayments TEfFRIA 18,497 19,491
Payment in advance for acquisition of WHEME - BB K&
property, plant and equipment RAETE FKIE - 719
Advances to suppliers [ 14 JE P A 3K 638 1,815
Other receivables (Note) Ho b pE U 2k aE (B ) 35,149 25,852
57,206 52,966

Note:

Wi

EHRPEER-_Z—tF+_A=1+—HBEK
B3 TE IS E R ([HEER ) K AR #15,928,000
T(=ZF—RF : AR¥10,150,0007T) - B
BB IEREHAASERHESRBERME
& AT MRS A IR E R IR o

Included in the balance was input value added tax (“VAT") receivable of
approximately RMB15,928,000 (2016: RMB10,150,000) as at 31 December
2017. Input VAT arose when the Group purchases products from suppliers
and the input VAT can be deducted from output VAT on revenue.

B 3P £ JE i B A B MR B SR IE(E RSN - PR
Hitb BURRIARIRER IR —FAEE -

Except for input VAT receivables which had no expiry date, all other
receivables were repayable either on demand or within one year.

ARREERR  HRREREBRRELRER
AR - EHR —FARE Z E iR RIE

The directors of the Company consider that the fair values of other
receivables, except for input VAT receivables, which are expected to be

recovered within one year are not materially different from their carrying (BrrEW Bl A EIRERIN) 7 A P EEALETE
amounts because these balances have short maturity periods on their THMEBANER o
inception.
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BE—Z +F+-A=+ALFE

16. INTERESTS IN AN ASSOCIATE 16. R—FREE N Tz

—E—tF

RMB’000 RMB’000
ARET T ARETT

Share of net liabilities EIHEEFE (484) (484)
Goodwill Bk 600 600
Less: Accumulated impairment loss (Note) &, | 2R EREE (Fi:) (116) (116)
Note: st -
For the year ended 31 December 2016, impairment loss of approximately Efiigf/‘*\¢+{ﬂ %+f¢¢l§ \' BB
RMB116,000 had been recognised and was included in the share of loss of an BHAKK 116,000t B EHER - AEFFA—FH
associate. Bt AR Z FEAGESIENA ©
Details of the associate are as follows: BERNRIFEQAT -

Place of
incorporation/ Particulars Percentage of
establishment of paid-up interest held
and legal form registered by the Company  Principal activities and
Company name of entity capital Indirectly  place of operations
ML K EHREMR AREEE TEXREBR
NRAER LE Y EVIN i BAHE BERZEOM SEBY
Shenzhen Egoos Mobile The PRC, limited RMB10,000,000 30%  Operation and management
Internet Limited liability company of online sale in the PRC
ATBEEEBEHER A E AE#10,000,0007C ROEEERERE LHE
BRAELAH
In the opinion of the directors of the Company, the above RATEERE » FiBE D FEA
associate is immaterial to the Group. EBWAEAX °
The summarised financial information of the associate is HE_E—RNER-_FT—+H+—A
unavailable for the years ended 31 December 2016 and =+ —BIEEEEINEBENTIH
2017, and the directors of the Company considered the EERBE  BEAAFTZERAE
impact of it is immaterial in view of the insignificance of the R AT ZEEmMET AE AN i)
carrying amount of this associate. HEBREEKX o
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17.

18.

134

AVAILABLE-FOR-SALE FINANCIAL ASSETS

17.

AHHESRHEE

2017 2016

—E—tF
RMB’000 RMB’000
AR¥ T AREBT T
Unlisted equity securities, at cost FEETRAFS - LA 10,800 10,833
Less: Accumulated impairment losses W EFtREEE (7,565) (4,081)
3,235 6,752

The Group held two investments in unlisted companies in the
PRC as at 31 December 2016. They are measured at cost
less impairment, if any, at the end of each reporting period
because the directors of the Company are of the opinion that
the fair value cannot be measured reliably. During the year,
the Group disposed of one of the investments in unlisted
companies with proceeds with the same amount as its
carrying amount, and thus no gain or loss on disposal was
recognised.

An impairment loss of approximately RMB3,484,000 (2016:
RMB4,081,000) has been recognised for the year, as a result
of a decline in present value of its anticipated future cash
flows estimated by the management.

INVENTORIES AND CONSUMABLES

18.

RZE-—RE+A=+—B " K&
BN EFERERIE LT ARNK
B ARARRESR /ARSI
FFEATE - HREHmMEPRZAA
BORE(WA)FTE - FR - AKE D
E-HERFLTARMIKRE - FIFK
ReBERERERERESE - SHE
ERHE RS RERE -

HREEBMAEEARKRE R
ENHRETK  BREBEHARE
3,484,000 CE R FAER(ZE—N
F . AR¥4,081,0007T) °

FEKZ#Em

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR%ET ARET T

Merchandise for resale EER 44,051 49,944
Low value consumables RESER 3,139 2,877
47,190 52,821
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19.

TRADE AND LOAN RECEIVABLES

All of the Group’s sales are on cash basis except for trade
receivables from certain bulk sales of merchandise to
corporate customers, rental income receivables from tenants
and loan receivables from provision of factoring services. The
credit terms offered to the customers from operation and
management of retail stores are generally for a period of one
to three months, while to customers from factoring services
are generally for a period of one to nine months (2016: one to
six months).

Trade receivables were non-interest-bearing. Loan
receivables from provision of factoring services of
approximately RMB35,462,000 (2016: RMB16,977,000)
which bore interest at rates ranging from 6% to 24% (2016:
6% to 13%) per annum.

The aging analysis of the Group’s trade and loan receivables,
based on invoice dates, is as follows:

19.

BWE 5 RRARER
BETRACEZPELNRER M
g - BEHEEHNHES KA KRB RE
EBWETRR - AEBMAHEN
MIREHET - BTUHEREREET
EEZEPHEEN—KR—2=@
A MERTREEH2EFPHEEY
—RE—ENER(ZF—XRF: —
EXEA) -

EWEBEZERARS - REREE
%2 AR#35,462,0007T ( ZF — %
&£ AR#16,977,0007T) Z FEW &
FERMEN F6EE24E 7 FEH=E
(ZF—ARF: NFEEEI13E)

AEBEZREBEIERARESIRER
HHR BRI DT AT

2017 2016
Bt T—NF
RMB’000 RMB’000
AR®T T ARBET T
Within 30 days 30HA 8,795 2,611
31-60 days 31%60H 25,027 2,397
61-180 days 612=180H 11,242 14,667
181-365 days 1812365H 282 53
Over 1 year —FLAE 147 40
45,493 19,768

Impairment of trade and loan receivables is established when 478 B e FA N N B 98 R IR IR

there is objective evidence that the Group will not be able
to collect all amounts due according to the original terms of
the receivables. Significant financial difficulties of the debtors
and default or delinquency in payments are considered
indicators that the trade and loan receivables are impaired.
All of the Group’s trade and loan receivables have been
reviewed for indicators of impairment.

(£33

BEZRAERQF

F& WK TR IR € F Bk | AR A B R
B - RIMEEEWE ZRA R ERD R
1B RFXAEHERMBEZEARK
K R R IR AR 2 e W 5 BR K
ERCRENER - AEEMERK
BHERAREFEERFTRE LR
BE1R
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19.

136

TRADE AND LOAN RECEIVABLES
(Continued)

Impairment losses in respect of trade and loan receivables
are recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in which
case the impairment loss is written off against trade and loan
receivables directly. There was no allowance for impairment
loss as at 31 December 2017 (2016: Nil).

The aging analysis of Group’s trade and loan receivables that
were neither past due at the reporting date nor impaired and,
past due at the reporting date but not impaired, based on
due date is as follows:

19.

BWEZRARER (&)

FEUWE 5 B 5 B R 2 BB R 1R A 3
BRRLE - BRIFARER BB ZA
YEERSR - RUEER T - BEEE
BEERNERE SRR R ERME - ©
“E—+tHF+ZA=+—BYERR
BEEBELRB(ZZ—RF : £) -

ERE B BN e R SORNE RN E
HHEaHERREN T EEERE
SRR R E IR E B B &) AR 5 AT an
TS @

2017 2016
—E—+tF T—NF

RMB’000 RMB’000

AR¥T ARETTT

Neither past due nor impaired 0 HA o} R (B 45,064 19,675
1-30 days past due #HI1E30H - 1
31-180 days past due #HIB1E180H 282 52
181-365 days past due BHI1812365H 147 40
45,493 19,768

Trade and loan receivables that were neither past due
nor impaired related to customers or tenants for whom
there were no recent history of default. Trade and loan
receivables that were past due but not impaired related to
a number of customers or tenants that had a good track
record of credit with the Group. Based on past experience,
management believed that no impairment allowance is
necessary in respect of these balances as there has not been
a significant change in credit quality and the balances were
still considered fully recoverable.

The directors of the Company consider that the fair values
of trade and loan receivables which are expected to be
recovered within one year are not materially different from
their carrying amounts because these balances have short
maturity periods on their inception.
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20. CASH AND BANK BALANCES

20.

EE: % & ﬁ n\l:l

2017 2016

—E—LtF —E—RF

RMB’000 RMB’000

ARET T AREET T

Cash at banks and in hand WRITRFERS 151,150 171,766

Bank deposits maturing within R =1E A A2 B8y

three months RITER 107,667 135,098
Cash and cash equivalents for the purpose H& M8 XML &

of statement of cash flows NEEEBEY 258,817 306,864

Bank deposits maturing over three months 7 =& A 1£ Z| BV R1T1E K 30,000 21,746

288,817 328,610

The Group had cash and bank balances denominated
in RMB of approximately RMB281,394,000 (2016:
RMB322,451,000) of which the remittance out of the PRC
was subject to the exchange control restrictions imposed by
the PRC government.

The cash at banks bore interests at floating rates based on
daily bank deposit rates. Certain bank deposits bore interest
at floating rate with effective interest rate at 31 December
2017 was 0.35% (2016: 0.35%) per annum. The other bank
deposits bore interest at fixed rates with effective interest
rates at 31 December 2017 ranged from 1.35% to 1.65%
(2016: ranged from 1.35% to 2.00%) per annum. They had
maturities ranged from 3 month to 6 months (2016: ranged
from 1 months to 12 months) and were eligible for immediate
cancellation without receiving any interest for the last deposit
period.

AEEUARBIENR S RIRITE
%%%AEM%Lwamwﬂ:g
—7NE  ARB322,451,0007T) °

FIEH PR RIBES $Iﬁf§
HIHNEE HIFR HIAR R ©
ﬁﬁﬁ%&@uﬁé TR HRTT

TR EFE - ETRITHFERIEZE
e R-ZE—+F+=-_A=+—H

BB BRI /50,3508 (=B — 7<%
0.5/ ) * HAbIRATTF B R El 2 FI %
e R-F—tFT-A=+—

HRNERFERMENF1.35EFE1.65
E(ZZ—7XF : N F1.35EZE2.00
E) - BIBHR A =EAEEA(Z
Z—R"F A E@BAE+ZEA)T
% A RNUREE T — BRF SR A B
BB T BIREUY o
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21. TRADE PAYABLES
The credit terms granted by suppliers are generally for a
period of 30 to 60 days. The aging analysis of the trade
payables, based on invoice dates, is as follows:

21.

BN E 5 ERX
HEFRINEER —MKA30E60
H- EBNEZERERIZEEAHNRE
DT -

2017 2016
e TN

RMB’000 RMB’000
ARET T ARETT

Within 30 days 30HR 105,662 107,603
31-60 days 31260H 56,804 57,413
61-180 days 612180H 19,530 17,610
181-365 days 181£365H 4,345 2,860
Over 1 year —F Pk 8,158 6,983

194,499 192,469

All amounts are short term and hence the carrying amounts
of the Group’s trade payables are considered to be a
reasonable approximation of fair values.
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HE_Z—+F+-_A=+—HIFE

22. COUPON LIABILITIES, DEPOSITS RECEIVED, 22. ZE &  SWizde - HiupE

OTHER PAYABLES AND ACCRUALS NRERESER
2017 2016
—E—LtF T —NF
RMB’000 RMB’000
ARET ARETIT
Coupon liabilities EZ8 86 12,922 11,866
Deposits received B it & 25,936 19,791
Other payables (Note) EAth A SR IE (T 3E) 47,554 16,622
Accruals ),E.:t%?ﬁﬁ 24,791 13,872
111,203 62,151
Note: BisE
As at 31 December 2017, included in other payables of approximately R-ZB—+E+-_A=+—8 st AHMEN

RMB4,680,000 (2016: RMB2,447,000) represented other PRC tax payables,
other than PRC Enterprise Income Tax.

RIBEH AR 4,680,000/t (ZFE—XRF : AR
#2,447,00070) FEFR R B E TG BIAINZ B

fh FEAH R B IR o
As at 31 December 2017, included in other payables of approximately RZE—+tF+_A=+—"H st AEMER

RMB2,291,000 (2016: RMB2,460,000) represented amounts received from
(i) suppliers when they send promoters to the retail stores and (i) staff when
joining the retail stores in aggregate.

REHARY2,291,0007T( =T — /R F : /\E
#2,460,0007T) E()AHIERREHREAE R

& 5 B R U FE PR O IE&(H)EAEIMEJ';T%
EREWNE THRIEME 2 45 -

As at 31 December 2017, included in other payables of approximately i

RMB2,350,000 (2016: RMB2,278,000) represented provision for credit
awards under customer loyalty programme of the Group.

As at 31 December 2017, included in other payables of approximately
RMBS3,219,000 (2016: RMB60,000) represented provision for counterclaims
of alleged damage ruled by the court against the Group (Note 35).

All amounts are short term and hence the carrying amounts
of the Group’s coupon liabilities, deposit received, other
payables and accruals are considered to be a reasonable
approximation of fair values.

—+tF+ZA=+—8  stAHEMERS
HIEHARE?2,350,000t (ZF—XRF : AR
#¥2,278,000L) EAKBERFE AHMT BB T &
DEHZ B -

R-T—+F+-A=+—8 st AEMER
RIEHARES,219,0007t (=T —XRF : AR
¥60,0007T) FE S ABT St A KBS BIBE 2 R
FRER AR (H5E35) °

FIBRIEYRES - it - AREZ
FERE  BlRE - HMEMNFUR
&E.ﬁr%)ﬂﬁ%ﬁﬁ%ﬁﬁﬁﬁ ~NHEZ
B -

EETEERERAT —z-—+5en 139



Notes to the Consolidated Financial Statements (Continued)
RE SRR MIEE (4E)

For the year ended 31 December 2017

HE—T—+4+-A=+—HILERE

23. AMOUNT DUE TO A DIRECTOR 23.
The amount was unsecured, interest free and repayable on
demand.

24. DEFERRED TAXATION 24,

The following are the major deferred tax asset and liabilities
recognised by the Group and movements thereon during the
current and previous financial years.

Bl —2EERE
ARARAAERR - B2 RLBERE
% o

i FE B IR
ST AR R AE R R B B
BOMRN T ERERIAEERA &
RABED -

Revaluation Available-  Undistributed
of investment for-sale profits of
properties financial asset subsidiaries Total
RE THmE HEARZ
MEE SREE R KEH @zt
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET R ARET
At 1 January 2016 RZZE—~E—A—H 13,031 - - 13,031
Deferred taxation debited/(credited) %/ (GTA)BEN
to the profit or loss (Note 8) ERFBE(MES) 2,650 (1,020) 2,000 3,630
At 31 December 2016 and RZE—"E+_-A
1 January 2017 =t-Hk
I e R 15,681 (1,020) 2,000 16,661
Deferred taxation debited to the IRBENEEHE
profit or loss (Note 8) (FizEs) 5,025 - 800 5,825
At 31 December 2017 R=Z-t%&
+=B=+-H 20,706 (1,020) 2,800 22,486

Pursuant to the Detailed Implementation Regulations for
implementation of the new Corporate Income Tax Law of
the PRC issued on 6 December 2007, a 10% withholding
income tax shall be levied on the dividends remitted by
the companies established in the PRC to their foreign
investors starting from 1 January 2008. Dividends declared
or proposed out from the profits generated by the PRC
companies after 1 January 2008 shall be subject to this
withholding income tax.

As at 31 December 2017, the aggregate amount of
temporary differences associated with investments in
subsidiaries for which deferred tax liabilities have not
been recognised totalled approximately RMB323,000,000
(2016: RMB284,000,000), as the directors of the Company
consider that timing of reversal of the related temporary
differences can be controlled and it is probable that such
differences will not be reversed in the foreseeable future.
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24. DEFERRED TAXATION (Continued) 24, REEHIE(E)

Deferred tax assets are recognised for tax losses carried TR RE R I8 & 2 pA B A A 18 ) 25 A B

forward to the extent that realisation of the related tax benefit BHBFERR SN IR Rt 4 E R 1E
through the future taxable profits is probable. As at 31 ERERTUER - NR_E—tF+=A4
December 2017, the Group has estimated unused tax losses =t+—H AEECBEHFTADAK
of approximately RMB45,045,000 (2016: RMB22,932,000) THEEH AR 45,045,0000(=F
which were available for offset against future profits and are — /N AR®22,032,0007T) + A
subject to expiry period of five years as follows. No deferred R B & RA - WiZR AT A @
tax asset has been recognised in respect of the estimated FERER - ARgeBABEZRT
tax losses due to the unpredictability of future profit streams. BOR - BRI IS ER A B hET

Toi VA 5 18 T E e R o

2017 2016
et T

RMB’000 RMB’000
ARET T ARETT

Expire in RUATFEEER
-2017 ——_T—+F - 2,580
-2018 ——ZE—N\F 1,160 1,160
- 2019 ——F—RF 3,743 3,743
- 2020 ——ZE-FF 3,767 3,767
— 2021 ——T— 11,682 11,682
- 2022 ——ZF-— 24,693 -
45,045 22,932
25. SHARE CAPITAL 25. BRA
2017
—E-tF
Number of Number of
shares (°000) RMB’000  shares ('000) RMB’000
g 4= RHEE
(TR) AR%Txn (Fh)  AR®TT
Authorised: ETE
Ordinary shares of Hong Kong BREE0.OVET
Dollars (*HK$”) 0.01 each (BB ER
At 1 January and 31 December R—A—BRk
+-A=1+—H 10,000,000 97,099 10,000,000 97,099
Issued and fully paid: BREITRAR
Ordinary shares of HK$0.01 each  GRREEO.01/ETT
H & E R
At 1 January and 31 December R—A—BK
+-A=1+—H 1,037,500 10,125 1,037,500 10,125
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26. RESERVES
The movements of the Group’s reserves for the year are
presented in the consolidated statement of changes in
equity.

The movements of the Company’s reserves for the year are
set out below:

Share
Share option
premium reserve

Rl  BRERS
RMB'000  RMB000
ARBTR  ARBTR

26. f#fE
AEERENZ EESEHEREAE
HEEE2Y o

Contributed Retained Dividend
surplus profits proposed Total
BABE REEF RS @zt
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR AR%Tn ARETR

At 1 January 2016 RZE-—7E-A—-H 252,478 24

Profit and total comprehensive  EREFI k2 ANFEE
income for the year =

Dividend approved for 2015 —E-REZEHERE =

67,848 1,578 13,176 335,104

= 24,483

24,483

= = (13,176) (13,176)

Proposed dividend for 2016 ~Z—~EZERIRE = = = 25,004) 25,004 =
Share option lapsed in 2016 —ZF—AF 2 kR = (24) - 24 - 3
At 31 December 2016and ~ RZZT—AE
1 January 2017 +-A=+-BRk
“E-+%-f-H 252,478 — 67,848 1,081 25,004 346,411
Profit and total comprehensive &R FI R 2HNE B
income for the year - - - 19,578 - 19,578

Dividend approved for 2016 —Z—~E 2B ER S -

Proposed dividend for 2017 —E—+E 78RS -

- - (25,004) (25,004)

- (19,816) 19,816 -

At 31 December 2017 RZE-t%&
+-A=+-H 252,478

67,848 843 19,816 340,985
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26.

RESERVES (Continued)

Share premium

Under the Companies Law of the Cayman Islands, the share
premium account is distributable to the shareholders of
the Company provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business.

Statutory reserve

According to the relevant PRC laws, subsidiaries established
in the PRC are required to transfer at least 10% of their net
profit after tax, as determined under the PRC accounting
regulation, to a statutory reserve until the reserve balance
reaches 50% of the entity’s registered capital. The transfer of
this reserve must be made before the distribution of dividend
to the subsidiaries equity owners. The statutory reserve
is non-distributable other than upon the liquidation of the
entity.

Statutory welfare reserve

According to the relevant PRC laws, companies established
in the PRC are required to transfer a certain percentage,
as approved by the directors of the subsidiaries, of its net
profit after tax, as determined under the PRC accounting
regulation, to a statutory welfare reserve. This reserve can
only be used to provide staff facilities and other collective
benefits to its employees. The statutory welfare reserve
is non-distributable other than upon the liquidation of the
entity. According to the relevant PRC laws, from 1 January
2006, no subsequent profit distribution to the statutory
welfare reserve was needed.

Merger reserve

The merger reserve of the Group arose as a result of the
reorganisation completed on 30 April 2007 and represented
the difference between the nominal value of the Company’s
shares issued under the reorganisation and the nominal
value of the aggregate share capital/registered capital and
share premium of the subsidiaries then acquired.

26.

(£33

BEZRAERQF

it #h (4R

IR E

RERERERANE - RIDEERA
DIRTARRBIIR - HERR BN EEE
EHRNIREE BRARBEERA
FEBBRETIHPEENES

EER R

RIBERTEIER - N BERZAOM
BRBIASEZTEEHAOETHW
BR T 1R 4 A &% 0 10% 88 8 208 5E f#
B BERAEHEBESREDEEIM
BARZ50% 1 o Wik mERELAR
REREPNSIL: S35 2 PNIE: S S =N K(S
oo BRIFEERBR  TRADEERET
Brik

EERNEE

REAETBIARE  EFEKINR
RIS IR B et R A EE /BRI
BANEHBAR CEFHAENET
BALBREATEMNES - ZES
ZrATARAERERHEE TRENRE
BRI - FRIFERBR - TADK
ERMNEETROIR - RIZAE+E
AR BZEEANF-A—BiEE - #
BERADKEEE@®NES 2)E
Al o

BHHEE
R-ZEZLFNA=THEXKNEA
ERAREEERAGEE - AR
ERBEEAMBITARRRNEE
B B PIT AR P BB X RIS, SR T &
AR R EREARENER -
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26.

27.

144

RESERVES (Continued)

Share option reserve

The share option reserve of the Group arose as a result
of the options granted to the employees, directors and
consultant of the Group.

Other reserve

Other reserve represented the difference between the
consideration paid and the carrying amount of the net assets
attributable to the additional of interest in a subsidiary being
acquired from non-controlling equity holder in prior year.

Contributed surplus

The contributed surplus of the Company arose as a result
of the reorganisation completed on 30 April 2007 and
represents the excess of the nominal value of the Company’s
shares issued in exchange for the consolidated net assets
value of the subsidiaries then acquired.

SHARE-BASED COMPENSATION

Pursuant to the written resolutions of all the shareholders
passed on 30 April 2007, the Company has adopted the
Share Option Scheme (the “Scheme”).

The purpose of the Scheme is to provide the Company
with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the
participants and for such other purposes as the Board may
approve from time to time.

Pursuant to the Scheme, the Board may, at its absolute
discretion, invite any executive or non-executive directors
including independent non-executive directors or any
employees (whether full-time or part-time) of any member of
the Group; any consultants, professional and other advisers
to any member of the Group (or persons, firms or companies
proposed to be appointed for providing such services),
(together, the “Participants” and each a “Participant”), to
take up options (“Option(s)”) to subscribe for shares at a
price determined in accordance with the paragraphs below.
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27.

SHARE-BASED COMPENSATION
(Continued)

The subscription price in respect of each share issued
pursuant to the exercise of Options granted shall be a price
solely determined by the Board and notified to a Participant
and shall be at least the highest of:

(a) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the offer date;

(b) a price being the average of the closing prices
of the shares as stated in the Stock Exchange’s
daily quotations sheets for the 5 business days
immediately preceding the offer date (provided that
the new issue price shall be used as the closing price
for any business day falling within the period before
listing of the shares where the Company has been
listed for less than 5 business days as at the offer
date); and

(c) the nominal value of a share.

The total number of shares, which may be issued upon
exercise of all options to be granted under the Scheme and
any other share option scheme of the Company shall not
in aggregate exceed 100,000,000 shares, being 10% of
the total number of shares on the listing date, unless the
Company obtains an approval from its shareholders. Options
lapsed in accordance with the terms of the Scheme will not
be counted for the purpose of calculating such 10% limit.

On and subject to the terms of the Scheme, the Board shall
be entitled at any time, within 10 years after 30 April 2007
to make an offer of the grant of an Option by the Board (the
“Offer”) to any Participant as the Board may in its absolute
discretion select to subscribe for such number of shares
as the Board may determine at the subscription price. In
determining the basis of eligibility of each Participant, the
Board would mainly take into account the experience of the
Participant in the Group’s business, the length of service of
the Participant has exerted and made towards the success
of the Group and/or the amount of potential efforts and
contributions the Participant is likely to be able to give or
make towards the success of the Group in the future.
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SHARE-BASED COMPENSATION
(Continued)

Notwithstanding any provisions of the Scheme, the limit on
the number of shares which may be issued upon exercise
of all outstanding Options granted and yet to be exercised
under the Scheme and any other share option schemes of
the Company must not exceed 30% of the shares in issue
from time to time.

Unless approved by the shareholders, the total number of
shares issued and to be issued upon exercise of the Options
granted to each Participant (including both exercised and
outstanding Options) in any 12-month period shall not
exceed 1% of the total number of shares in issue.

An Offer shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in
accordance with the terms of the Scheme or (where the
context so permits) the legal personal representative(s)
entitled to any such Scheme in consequence of death of
the Grantee and the Option to which the Offer relates shall
be deemed to have been granted and to have taken effect
when the duplicate of the offer letter comprising acceptance
of the Offer duly signed by the Grantee together with a
remittance in favour of the Company of HK$1.00 by way
of consideration for the granting thereof is received by the
Company within the date upon which the Offer is made to
such date as the Board may determine and specify in the
offer letter (both days inclusive).

All share-based compensation will be settled in equity. The
Group has no legal or constructive obligation to repurchase

or settle the Options.

The Options vest within one year from the dates of grant and
then are exercisable within a period of four to five years.

During the year ended 31 December 2017, there were no
outstanding Options.
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27. SHARE-BASED COMPENSATION
(Continued)
During the year ended 31 December 2016, details of the
Options granted by the Company pursuant to the Scheme
and the Options outstanding were as follows:

27. RO IZATHEN(E)

WRE-F-—AF+-A=+-AL
/- AARVREREEE OBR
R R R R S AT ¢

Number of Options
FREHA
Balance  Exercise
Balanceat  Granted  Exercised Lapsed  Forfeited at31  price per
1 January during during during during  December share
Grant to Date of grant Exercisable period 2016 theyear  theyear  theyear  theyear 2016 HK$
i R=B-%E
“E-RE +2A 8k
-A-H zt-A R
i Gt BT
Independent non-
executive directors
BUFHnES
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,066 - - (36,666) - - N/A
16 January 2016 TR
Bitns 2 “E——%-4
—-R+aA tHHE-E-F
—A+7H
Mr. Al Ji 15 January 2011 17 January 2011 to 36,666 - - (36,666) - - N/A
16 January 2016 TR
TREE i Sld “F——F-f
-A+3A tHRZ-E— &
—A+7H
Employees of the 15 January 2011 17 January 2011 to 2 - - @ - - N/A
Group 16 January 2016 TR
150ES “5——F ZF—5-4
—R+aA THHE-E-F
—A17H
73,334 - - (73,334) - -
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27.
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SHARE-BASED COMPENSATION
(Continued)
Options granted on 15 January 2011:

The weighted average fair value of Options granted during
the year ended 31 December 2011 was RMB0.331 and were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$0.90 and exercise price as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 76.598%,
based on expected share price. Risk-free annual interest rate
was determined at 0.732%.

The underlying expected volatility was determined based on
the historical volatility for a period matching the expected life
of the Options and reflects the assumption that the historical
volatility is indicative of future trends, which may also not
necessarily be the actual outcome.

Pursuant to the Scheme, as at 31 December 2016, no
options were exercised and 73,334 options were lapsed
during the year ended 31 December 2016. No options were
forfeited during the year ended 31 December 2016.
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28. DIRECTORS’ REMUNERATION AND SENIOR 28. EE¥HMRERETEAE#HMS
MANAGEMENT’S EMOLUMENTS

(@) Directors’ emoluments (@ =EZ=M=
The emoluments paid or payable to the directors were ENRENESZMENT !
as follows:

Salaries,
allowance
and other Contributions
benefits to retirement

Fees in kind schemes Total

¢ 2ER R
e HiBEWAzR T B st
RMB’000 RMB’000 RMB’000 RMB’000
ARETE AR%TR ARBTRT AR%T:

2017 —E—tF
Executive directors HITEE
Mr. Zhuang Lu Kun SEPER A - - - _

Mr. Zhuang Pei Zhong S0 % & 650 139 51 840
Mr. Gu Wei Ming BEEBLEE 650 133 51 834
Mr. Zhuang Xiao Xiong 5t/ 5 A 780 265 51 1,096
2,080 537 153 2,770

Independent non- BUFHTEE

executive directors

Mr. Chin Kam Cheung 88864 125 - - 125
Mr. Sun Ju Yi BEREE 144 - - 144
Mr. Ai Ji Xhkak 144 - - 144
413 - - 43
2,493 537 153 3,183
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28. DIRECTORS’ REMUNERATION AND SENIOR 29. EE¥MR=SHEEAEMHS

MANAGEMENT’S EMOLUMENTS (Continued) (£8)

(@) Directors’ emoluments (Continued) (@ EZE=#M=(E)
The emoluments paid or payable to the directors were ENZKENEEZMES0T !
as follows: (Continued) (&)

REIEEES
allowance
and other  Contributions
benefits  to retirement

Fees in kind schemes Total

> - 2B R Rif

e AMEMFE  HBEX @it
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETFT ARBTL ARETRL

2016 —E-REF
Executive directors HITEE
Mr. Zhuang Lu Kun AL = - - -

Mr. Zhuang Pei Zhong ~ #EE %4 600 155 48 803
Mr. Gu Wei Ming BEEPLEE 600 154 48 802
Mr. Zhuang Xiao Xiong  #/]NfE e A4 720 299 48 1,067
1,920 608 144 2,672
Independent non- BUFHTEE
executive directors
Mr. Chin Kam Cheung  $88# 4 125 - - 125
Mr. Sun Ju Yi REELE 144 - - 144
Mr. Ai Ji UhitHsE 144 = - 144
413 - - 413
2,333 608 144 3,085
No directors of the Company waived any emoluments FREANNFE S NERN
paid by the Group during the year (2016: Nil). EBFAHEMBS (—F— X
F ) o
No emoluments were paid to the directors of the FARNARNREETEES NE
Company as an inducement to join or upon joining the e - fEBIREBIMNALREER
Group or as compensation for loss of office for the SR II AR A 2B s BE B v (&
year (2016: Nil). (ZE—XRE:#|)o
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28. DIRECTORS’ REMUNERATION AND SENIOR 28.
MANAGEMENT’S EMOLUMENTS (Continued)
(b)  Five highest paid individuals

The five highest paid individuals of the Group included
three (2016: three) directors of the Company for the
year, whose emoluments are disclosed in Note 28(a).
Details of the remuneration paid to the remaining two
(2016: two) non-director highest paid individuals who
were also members of senior management of the
Group, which fell within the band of Nil — HK$1 million
(equivalent to approximately Nil - RMB870,000) are
as follows:

EEFHRSREEAENS

(&)
(b)

TEREHFMAL
FRAEBRAEZ &S HMHA
+TEEARA=LZ(ZZT—X
F:ZR)EF - FEHNBS
BERWE28@HE - T
TRE(ZZE—ARF : MB)&
BHMEZEEAT(NALRE
EERERAB)NEHMN T
Z 7% 7T £ 1,000,000 7T (4
HERARBEZ TEARK
870,0007T) & BT «

2017 2016
et T

RMB’000 RMB’000
ARET T ARETT

Salaries, allowances and e EMEREYHE
benefits in kind 1,230 1,234
Contributions to retirement BRI
schemes 67 64
1,297 1,298

No emoluments were paid by the Group to any of the
highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss
of office for the year (2016: Nil).

(c) Senior management’s emoluments
The emoluments paid or payable to five (2016: three)
members of senior management whose emoluments
fell within the following bands:

()

FRAREEYENHE TE
MxEHFMAL  (ERBEMN
AR B SR AR #) S B =
BERAEE(CT—RF 8\) -

SREEASME
ENZERER(ZF—X
FZR)RREEEKEZ
M FIATER -

Nil to HK$1,000,000 Z T2 1,000,000 7T
(equivalent to approximately (HHEERARKES T
Nil — RMB870,000) AR ¥870,0007T)

ES
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29. COMMITMENTS 29. EiE
(a) Capital commitments (@) BEAREIE
The Group had the following outstanding capital REBEF AT R E AR
commitments: =i

2017 2016
e TN

RMB’000 RMB’000
ARET T ARETT

Contracted, but not provided for, BEYE  BELEZRED
in respect of property, plant and  EJ4){B R B

equipment 17,448 6,353
(b) Operating lease commitments (b) RKEHEHRE
(i) Group as lessee (i) REBIEAEBA
The total future minimum lease payments RIE AT HEE i R AE
under non-cancellable operating leases in FREBEENRKE
respect of land and buildings payable to NBIE=H 2z &IEM
independent third parties is as follows: ENFEENT

2017 2016
—E—+F

RMB’000 RMB’000
AR®T R ARETT

Within one year —F R 47,730 30,125
In the second to fifth years F_FEFERFE 83,555 73,120
After five years HF%& 19,063 2,121

150,348 105,366
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29. COMMITMENTS (Continued)
(b)  Operating lease commitments (Continued)
(i) Group as lessee (Continued)

The total future minimum lease payments
under non-cancellable operating leases
in respect of land and buildings payable
to related companies, namely Shenzhen
Baijiahua Group Company Limited (“BJH
Group”) and Shenzhen Jiahua Real Estate
Development Company Limited (“JH Real
Estate”), companies in which Mr. Zhuang Lu
Kun and Mrs. Zhuang Su Lan, the wife of Mr.
Zhuang Lu Kun, have beneficial interests, are
as follows:

29. EAIE(4E)
(b) KEHEREGE)

(i) AEBEREEA(E)
BIE P EE i R 2
FREMPE AR RIKE
P EERE R £ R =S
L (EESLEZE
FIREERERNE
BERRRYTEEES
BAERAR([BEES
B ) RRYITHEER M
ERBER AR ([1EE
EBiE NxEBER
BRI

2017 2016

—E—LtF T —NF

RMB’000 RMB’000

ARET ARETIT

Within one year —F R 33,000 17,757
In the second to fifth years HF_FEZERF 103,074 28,987
After five years HFR 226,189 =
362,263 46,744

The Group leases a number of land and
buildings under operating leases. The leases
run for initial periods of one to fifteen years,
with an option to renew the lease terms at the
expiry dates or at dates as mutually agreed
between the Group and respective landlords.

The above lease commitments do not include
commitments for additional rentals payable,
if any, when revenue from sales of food and
catering exceeds a pre-determined level as
it is not possible to determine in advance the
amount of such additional rentals.

(i) Group as lessor
The Group sub-leases out a number of land
and buildings under operating leases. The
leases are negotiated for terms ranging from
two to fifteen years.

AEERBEEHEER
REELmRET - 8
EMFREB—ZE2+H
F - WALEERERA
W AKEEEEEE
EhmEz AREEH
HA o

2 HERmMERNKE
TR KR - b
HERETBEREINE
NHEE(WE)  RET
TEEFRSCEE A ARIN
HENETHE -

(i) AEBEAEBEA
REBRBEEHED
HEHELHRETF - %
EHERNTMER
TRFR)FEER o
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29. COMMITMENTS (Continued)
(b)  Operating lease commitments (Continued)

(i)

Group as lessor (Continued)

The Group leases out the investment
properties under operating lease run for initial
periods of three to ten years.

The total future minimum lease receivables
under non-cancellable operating leases from
independent third parties are as follows:

ARIE(E)
(b) &K=&

(ii)

HEAIE ()

AEBEERHEAE)
AEERELEHEEN
MEEMSE - 12HAH
R=EtF-

REBTATBHEEHEE
MBI E =77 2 R
REHSEBAOT :

2017 2016
—E—tF
RMB’000 RMB’000
AR®T T ARETIT
Within one year —FR 37,660 7,561
In the second to fifth years HF_FE2FERF 122,582 23,305
After five years HE% 67,875 3,795
228,117 34,661
The above lease receivables do not T ERESTNEES
include commitments for additional rentals REARBARNBRABLR

receivables, if any, when revenue from the
lessees exceeds a pre-determined level as it
is not possible to determine in advance the
amount of such additional rentals.

The total future minimum lease receivables
under non-cancellable operating lease from
related parties, namely BJH Group and JH
Real Estate, companies in which Mr. Zhuang
Lu Kun and Mrs. Zhuang Su Lan, the wife of
Mr. Zhuang Lu Kun, have beneficial interests,
are as follow:

A KT RSN E Y AR
EAEWE) AR
A REFRSLEEE sX RSN
TEH -

R TAIHEL M
g RREWEET A
EESEREERFME
(RS ELE RIFEER
Mt GiEpEsm L2
ZF)REEGREL
R A 2 RERENK
fEEm

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR%T ARET T

Within one year —F R 2,923 2,923
In the second to fifth years HF_FEFERE 9,905 10,487
After five years AFi& 8,986 11,327
21,814 24,737
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30. RELATED PARTY TRANSACTIONS
In addition to those transactions and balances detailed
elsewhere in these financial statements, the following
transactions were carried out with related parties:

(a)

Transactions with BJH Group

BEALRS
BRRZFHHREEMEBD 752X
P REESRIN AT REBEATETT
2R

30.

(a) HEEEKEZIXS

—E—tF

RMB’000
ARET T

RMB’000
ARETT

Operating lease rentals Bt REFINE

payment in respect of rEHERES

land and buildings (i), (i) (12,938) (12,938)
Operating lease rentals BT NIETHES

arrangement in respect HERSLHE

of land and buildings (i), (ii) (4,821) (5,510)
Operating lease rentals BT RIEFRLE

income in respect of HERS KA

land and buildings (i) 2,328 776
Rental income arrangement  # & U A Z25E (i), (iv) 833 850
Utilities income arrangement 7KE & U A Z25E (M), (iv) 508 502

Notes: GE

(i

The amounts were determined in accordance with the terms
of the underlying agreements.

BJH Group (as tenant) entered into lease arrangements
with certain independent third parties (as landlords) to lease
certain premises rented by the Group. The Group paid rental
expenses of these premises as disclosed above directly to
the landlords and not to BJH Group.

Pursuant to a lease agreement dated 28 April 2002 between
FITHRBEREZERAAF (“Zhong Peng Zhan”) (as
landlord) and BJH Group (as tenant), BJH Group leases
store premises for a term of 15 years commencing from
16 November 2002 and expiring on 15 November 2017.
Pursuant to a supplemental lease agreement dated 1 March
2004 between Zhong Peng Zhan and BJH Group, Zhong
Peng Zhan has consented that BJH Group can provide
the store premises for occupation by Shenzhen Baijiahua
Department Stores Company Limited. Zhong Peng Zhan
also consented that Shenzhen Baijiahua Department Stores
Company Limited shall pay the rental under this lease
agreement directly to Zhong Peng Zhan and BJH Group has
guaranteed the timely payment of rentals to Zhong Peng
Zhan by the Group.

(i) ZE R BIRIBAARR % 6K
B -

(ii) BEEEB(ERER)EET
BYE=7 (EREEX)FTLA
ExH WHEETHRAKE
AR - REE £
BZEMEERAETMIE
BEFEEENHESAN

BERNTHBEEEEARA
AI([HIER] - ER%EE)HE
BEESE(ERMER)AMEIL
AfA-—TT-_FHA=+N
Ao EE - aEEEER
EEEYE  BHA+RSE -
AT -F+—A+ AR
Z2-E—+tHF+—A+HAE
e RETBREGEESE
el B A —ETME=H
—BoEREERE - PBR
AEAEESBAEERYE
RN T EEEEERRAR]
15 - PIERAARERIITE
FEFEERAREZERATIE
BXNHEEREETHES
MBEEEEERIBANEEK
HrhERZAES -
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30. RELATED PARTY TRANSACTIONS 30. FAEALXRZ(E)
(Continued)
(@) Transactions with BJH Group (Continued) (@ HBEEESKEZRZ(E)

Notes: (Continued) MisE : (88)

156

(iii) As at 31 December 2017, the rental deposit paid by the
Group to BJH Group of approximately RMB2,076,000
(2016: RMB3,037,000) was included in the balances of
deposit paid, prepayments and other receivables of the

(ii)

RZB—tF+ZA=+—
B AEBERAEEELEERX
RSN AARY
2,076,0007C (=T — X F :

Group. A R #3,0387,0007T) *© B3t
AREEEfMRE - BARE
(iv) BJH Group (as lessor) entered into a sub-lease arrangement (iv) BEEEE(EABAA)E—
with an independent third party (as tenant) to sub-lease BB E=F(EARHEF)E]
part of the retail stores which were rented by the Group. N—EAMRH BN E
BJH Group received the rental income and utilities income BB TEL - BIEE
as disclosed above on behalf of the Group. Pursuant to a EEEARRAEBEURE ESCFT
supplemental agreement dated 6 November 2006 between WEHASWATIKEBIA -
BJH Group and the Group, BJH Group confirmed that RIEAEEEBEAAEBTET
the Group was entitled to the rental and utilities income VHEAZTTRF+—ARN
as lessor from the independent third party commencing BB S - BEESER
1 March 2004. The rentals and utilities income were R AEBR-ZTTMF=A
determined in accordance with the terms of the underlying —HRBREEAEBEAGDRZ
agreements. BUE=ZFWBEERKEE
WA - HERKEBRATIR

BRAHRNGRETE

(b) Transactions with JH Real Estate (b) HEERBENRS

2017 2016
—E—+F —E-RF
RMB’000 RMB’000
ARE T ARBT T
Operating lease rentals BT RETHRE
payment in respect of land ~ FEEFE K
and buildings (i), (i) (11,314) (3,628)
Operating lease rentals BAtHNEFHRE
income in respect of land HEHS WA
and buildings (i) 730 730
Notes: 5T -

(i) The amounts were determined in accordance with the terms
of the underlying agreements.

(if) As at 31 December 2017, the rental deposit paid by the
Group to JH Real Estate of approximately RMB4,220,000
(2016: RMB606,000) was included in the balances of
deposit paid, prepayments and other receivables of the
Group.
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30. RELATED PARTY TRANSACTIONS 30. FAEALXRZ(E)
(Continued)
(c) Compensation of key management (c) FTEEEAEME
personnel

2017 2016
et e B

RMB’000 RMB’000
ARET T ARETT

Total remuneration of directors Z = (Hf5E28 (a)) M E A
(Note 28(a)) and other member TEEEAEN
of key management Zrixaze
— Short term employee benefits —EHEERF 5,433 4,662
— Contributions to retirement —iRIRETEIE R
schemes 374 256

5,807 4,918
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31. STATEMENT OF FINANCIAL POSITION OF 31. FARAFHARREK
THE COMPANY

2017 2016
e TN

Notes RMB’000 RMB’000
Y E AR®TR ARETT

ASSETS AND LIABILITIES EERAE

Non-current assets kRBEE

Investments in subsidiaries R B AT HIRE 67,848 67,848

Current assets REBEE

Amounts due from subsidiaries JEURI B A 71 IE 281,370 287,841

Other receivables H e U IR 165 16

Cash and bank balances RNE NIRITHES 3,153 1,844
284,688 289,701

Current liabilities REBEE

Other payables and accruals — E{hFER B & EETE R 1,426 1,013

1,426 1,013

Net current assets RBEEZFE 283,262 288,688

Net assets EEEE 351,110 356,536

EQUITY s

Share capital R& 7R 25 10,125 10,125

Reserves HiE 26 340,985 346,411

Total equity XA 351,110 356,536

Zhuang Lu Kun Zhuang Pei Zhong
HEpE LA 5
Director Director
o -
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32. INTERESTS IN SUBSIDIARIES 32.
Details of the subsidiaries as at 31 December 2016 and 2017

are as follows:

REB QB ER
RZBE—RER-_ZE—+F+_-HA
=t—H HEBRRFBOT :

Place of incorporation/ Particulars of Principal activities
establishment and issued share/paid-up Percentage of interest and place of
Company name legal form of entity registered capital held by the Company operations
ARAREREAL
ERTRSA/ Directly  Indirectly
NEIER BHREMERFE E# % TEXEREERH
Forever Prosperity International Company ~ British Virgin Islands, US$20 100% - Investment holding in
Limited limited liability company 0%T Hong Kong
XRERERAR RERNHE  AREEAT REBETRELER
Ding Xin Investment Company Limited Hong Kong, HK$0.1 = 100%  Investment holding in
SHREERAA limited liability company 0177 Hong Kong
&8 AREELT REBETRELR
Heng Run Xin Investment Company Hong Kong, HK$10,000 = 100%  Dormant
Limited limited liability company ~ 10,000%7 EEXH
BEBREERAR &5 BRELAT
Shenzhen Ding Xin Department Stores ~ The PRG, RMB5,000,000 = 100%  Dormant
Company Limited limited liability company ~ AR%5,000,0007 L E3
AMISHEERRAT hE - FREAAR
Shenzhen Baijiahua Commercial The PRC, RMB30,000,000 - 100%  Operation and
Investment Management Limited limited liability company AR#30,000,0007C management of
AMBEEEREREEBERAR HE - EREEAH shopping mall in the
PRC (2016: Dormant)
RPERERERHS
(255 E8%
#)
Shenzhen Qianhai Baijiahua Commercial ~ The PRC, RMB50,000,000 - 100%  Commercial factoring
Factoring Limited limited liability company AK50,000,0007T services in the PRC
TSR EERRREARLA hE - AREERA RAEETRERE
Bt
Shenzhen Baijiahua Department Stores ~ The PRC, RMB220,400,000 - 100%  Investment holding
Company Limited limited liability company A& %220,400,0007C and operation and
AIMEEEEEERAT hE - BRETAA management of retall
stores in the PRC
RAEETREBRR
BERERTER
Guangxi Baijiahua Department Stores The PRC, RMB10,000,000 - 100%  Operation and
Company Limited limited liability company — AK#10,000,00070 management of retall
BRAEERRARLA hE - BREELA stores in the PRC
RAERERER
2EE
EEREERERAT —z2—treen 159
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32. INTERESTS IN SUBSIDIARIES (Continued) 32.

RS~ A v ()

R-B-—AFR_F—tF+=-H
=t+—H  MBRFFENT : (&)

Details of the subsidiaries as at 31 December 2016 and 2017
are as follows: (Continued)

Place of incorporation/ Particulars of Principal activities
establishment and issued share/paid-up Percentage of interest and place of
Company name legal form of entity registered capital held by the Company VEE
RRAREREAL
HMEL/ BRTRS/ Directly  Indirectly
AL RABRREEA LS BHREMERFE E# B TEXEREERH
Yunnan Baijiahua Department Stores The PRC, RMB10,000,000 - 100%  Dormant
Company Limited limited liability company ~ A&%10,000,0007T LEEH
EHAEERTARAA hE - ARAERR
Shenzhen BJH Network Technology The PRC, RMB5,000,000 - 100%  Operation and
Limited limited liability company A& ¥5,000,0007 management of onling
M EEERANRERAR hE - AREAAR sale in the PRC
ROBGERERR L
HE
Shenzhen Qianhai Baijiahua Beverage The PRC, RMB35,000,000 - 100%  Operation of restaurants
Management Limited (Note (i) limited liabiity company A& #%35,000,0007 in the PRC
TSR EEERERARAA hE - RAERA REGEEE
(B )
Shenzhen Baijiahua Convenient Stores ~ The PRG, - - 100%  Dormant
Chain Management Limited (Note (i) limited liability company TEEHK

T EEZEERRRERERAE
()

hE - AREEAT

LB AR EHRRE TR
PIRER, S EBFEREBEEL
ERESTIMEEMBERRAEZ

The financial statements of the above subsidiaries were
audited by BDO Limited, for statutory purpose and/or for the
purpose of the group consolidation.

None of the subsidiaries had issued any debt securities at RER - BERBRRBITEMER

the end of the year. BoF o
Notes: B aE
(i) During the year ended 31 December 2016, the Group acquired (i) BE—F—NF+-_A=fHIF

& REB UK AREE250,0007TH94K
B EERERITE AMBERYITA
HEEEZEREBEERARMEINYG
AR REEMIFEERESTHE

additional equity interest of 5% in Shenzhen Qianhai Baijiahua
Beverage Management Limited (RIITAIEEEEEREE AR
‘A R]) from the non-controlling equity holder at a consideration
of approximately RMB250,000. The difference between the AU BE RS2 BB A B BE AN RE 25 PR (L
consideration and the carrying amount of the net assets attributable FEAEEmENESORNEMFEER
to the additional interests in the subsidiary being acquired from the B

non-controlling equity holder has been dealt with in the other reserve.

RER - MEBARRINT B EEEH
BREERERAR DML -

(ii) During the year, a subsidiary, Shenzhen Baijiahua Convenient Stores (ii)
Chain Management Limited (%3 BEEEHFHEFEEEER AR,
has been incorporated.
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33.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investment activities. The financial risks include market
risk (including currency risk and interest risk), credit risk and
liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the Board. The
overall objectives in managing financial risks focus on
securing the Group’s short to medium term cash flows by
minimising its exposure to financial markets. Long term
financial investments are managed to generate lasting
returns with acceptable risk levels.

It is not the Group’s policy to engage in the trading of
financial instruments for speculative purposes. The most
significant financial risks to which the Group is exposed to
are described below.

(i) Categories of financial assets and liabilities
The carrying amounts presented in the statements of
financial position relate to the following categories of
financial assets and financial liabilities:

33.

MHEEREER A FEFE

AEBHAEREBEHELBRELKE
EnEReR TAMBEHMHER -
BBV HRAREEMZAR(BRER
R RN ERRR) - FEERR MR
HETAR -

PAF R BT AN B AR 5 - I
HEFEERYAEF BEEMBRERZ
ERACEHENEBRERS TR
MZEE - BEANSEEHEFRHR
TRE - REERRENAZRZRAR
REELFELDRER -

AREE 2 BRI FARH D E B
MERTAERSE - AKEMEYRE
ANERERGHIDT

(i) cMEENREEHET
RIBRAREVNEBESRE
ElemBsEilzREAN
S 8

2017
—E—tF

2016

RMB’000
ARET T

RMB’000
ARETT

Financial assets: SREE

Loans and receivables B R EWGRIE

— Cash and bank balances — IR NIRT4ES 288,817 328,610

— Trade and loan receivables —EWESEZRER 45,493 19,768

— Other receivables — H b e I FIE 35,149 25,852
369,459 374,230

Available-for-sale financial assets: A{HESTEE :

- Unlisted equity investments —JE ETIRARIRE 3,235 6,752
372,694 380,982
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. BIKEKREERAFEITE
VALUE MEASUREMENTS (Continued) (%)
(i)  Categories of financial assets and liabilities iy =MEERSGEERGE)
(Continued)

2017 2016
e TN

RMB’000 RMB’000
ARET T ARETT

Financial liabilities: THEE:
Financial liabilities measured at REHKATEZ 2@
amortised costs =N

- Trade payables —ERESEXR 194,499 192,469

- Other payables and accruals — H b fE < 3008 N fE 5T F0E 72,345 30,494

- Amount due to a director — R —REEKIE 59 59

266,903 223,022
(i)  Foreign currency risk (i)  IhEER PR

Currency risk refers to the risk that the fair value E¥ERESHTIAZAFE
or future cash flows of a financial instrument will SARRRERERNERES)
fluctuate because of changes in foreign exchange R E) 2 R °
rates.
The Group has operation in the PRC so that the REFERPBLEEER - UK
majority of the Group’s revenues, expenses and cash EBABHWA - AZERE
flows are denominated in RMB. Assets and liabilities MEHUANARBE -~5&H
of the Group are mostly denominated in RMB and ABLEERBBEAARER
HK$. Any significant exchange rate fluctuations of HBITEHE © INE R AR RE
foreign currencies against RMB may have financial KB ERR BT A AL H
impact to the Group. NEEBKRT L -
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. B¥EREERLAFEFE

VALUE MEASUREMENTS (Continued) (#&)

(ii)

Foreign currency risk (Continued)

The Group’s exposures at the reporting date
to currency risk arising from foreign currency
denominated monetary assets in currency other than
the functional currency of the entity to which they
relate are set out below:

(ii)

SN B ()

R AINEFHERN BB EEIN
HAREBNERERE TR
EHHE AKEREEH
AT ERRR

2017 2016
—E—tF T —NF
RMB’000 RMB’000
AR®T T ARET T
Financial assets: SREE
Cash and bank balances — HK$ Be MIBITESR BT 7,423 6,159
Sensitivity analysis BRED N
As at 31 December 2017, if RMB had strengthened R—_EBE—+&F+_RA=+—

by 5% against HK$, with all other variables held
constant, post-tax profit for the year and, retained
profits would have been approximately RMB353,000
lower (2016: RMB331,000 lower), as a result of
foreign exchange gains on translation of foreign
currency denominated financial assets and liabilities.

The same % decrease in the foreign currency
exchange rate on RMB against HK$ would have the
same magnitude on the Group’s post-tax profit for
the year and retained profits as shown above but
of opposite effect, on the basis all variances held
constant.

These are the same method and assumption used
in preparing the sensitivity analysis included in the
financial statements for the years ended 31 December

H WMARBEBTHE
5% MAABHMEAEZTE -
Bl F A 18 0k ) K2 AR B O )
FEINETENSREER
BESGE S WML
AR #353,0007 (= Z — <
F R ARES31,0007T) ©

MABERBERTE - AR
BRETEXNERTHRED
Lo R £R 18 S A B 18 08 B K AR
BaAN AR EXARERE
BERRTRZEE -

P8 FR Y 7305 R B 2% B AR SR K
EE-—RER_ZT—LF
+ZA=+—BIEFEMKR

2016 and 2017. RITHOBREDN AR E
1R e
The policies to manage foreign currency risk have rEFE-—BELABTFEER

been followed by the Group since prior years and are
considered to be effective.

INERERR R WRAEHEA
BRRK -
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(iii)

Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group.

For the operation and management of retail stores
and other related businesses and food and catering
business, the Group has no significant concentrations
of credit risk. Most of the sales transactions were
settled in cash basis or by credit card payment. Credit
risk on cash and bank balances is mitigated as cash
is deposited in banks of high credit rating.

The Group’s exposure to credit risk mainly arises
from loan receivables from factoring business. As
at 31 December 2017, the five largest factoring
debtors, in aggregate, contributed approximately
RMB34,978,000 or 77% (2016: RMB15,685,000 or
79%) to the Group’s total trade and loan receivables.

In respect of trade receivables, the Group’s policy
is to deal only with credit worthy counterparties.
Credit terms are granted to new customers after
a credit worthiness assessment by the credit
control department. When considered appropriate,
customers may be requested to provide proof as
to their financial position. Customers who are not
considered creditworthy are required to pay in
advance or on delivery of goods. Payment record of
customers is closely monitored. Monthly reports of
customer payment history are produced and reviewed
by the finance department. Overdue balances and
significant trade and loan receivables are highlighted.
The finance director will determine the appropriate
recovery actions. This is no requirement for collateral
or other credit enhancement by the Group,

In respect of loan receivables, the Group’s policy is
that all customers who wish to obtain loans from the
Group are subject to management review. The Group
holds collaterals directly or indirectly to cover its risks
associated with loan receivables.

The credit and investment policies have been followed
by the Group since prior years and are considered to
have been effective in limiting the Group’s exposure
to credit risk to a desirable level.
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(iii)

33. ,(E\g%@@f’éiiﬁﬁ$ﬁa—r§

&R
EERRESBRTANRZZY
FREZIRESR T RGRE
TEEME  SAKEHBRMH
EERER

REERERTEERE MR
BXRBEARRY) RERER N
5 ARENEERERILE D
BEAERIBER - KEFDHE
R H AR E HERB KNG
g - Be MRITESRNEER
SCRAREEREAREREE
AR EYERTT MORE ©

NEBEEHNEERREZER
BRBEGHERERELE -
R-E—+tF+_A=+—
H AAREBEBEHASHK
AREHBEBEWESEREZILE
A A R 34,978,000 T 3¢
T7T%(ZZE—RF: AR
15,685,00070879%) °

HREKESERNE - AEE
MERRSRERARINEFR
5 BTHEPHNEEHHE
EEm A PIE R P EITER
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BEP &R ERKEHEMHM
MR ERANAF - THARRER
RFNEPABLNRIEE
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SRS B DA B e B
TEMBEEEARERNEX
U E BERARERK - M548
ERETEAENUITE - K
= B30 SRR R A m S EL
fiE AR

ERERME @ NEEER
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REEEEKREREBNE
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. B¥EREERLAFEFE
VALUE MEASUREMENTS (Continued) (4&)

(iv) Interest rate risk (iv) FI=EME
Interest rate risk relates to the risk that the fair value MzxmEEEEER T AN AT
or cash flows of a financial instrument will fluctuate BEBEESRETEHR TS X
because of changes in market interest rates. FEMEEBMRR °
The Group’s exposure to interest rate risk mainly AREEFBHENFXRRRETER
arises on cash and bank balances and factoring Re RIBITES RRIBERE
receivables. The Group has not used any derivative TEES - NEBIWEFB I
contracts to hedge its exposure to interest rate risk. THET RSN HHBEE M
The Group has not formulated a policy to manage the KA o ANEE E I H T ST
interest rate risk. FIERBR B
Management monitors the related interest exposure EREERYERARMER
closely to ensure the interest rate risks are maintained @ AR R E b 435 A A
at an acceptable level. The level of mismatch of BRKFE - BIEERY)EEF|
interest rate repricing that may be undertaken is EEETEREL 2K ©
monitored closely.
Management considers the Group’s exposure to fair HRLETAENFEEEE - &
value interest rate risk is not significant due to the BEEBRAANERRENHNAF
short-term maturities of these instruments. EFNERREIYAEK -
A reasonable change in interest rate in the next MR AKR+—@EAFELEIEE
twelve months is assessed to result in immaterial BEY  AEFTEHASE
change in the Group’s profit after tax and retained & B RRBEFERER
profits. Changes in interest rates have no impact on HE) o FIREEH AREBER
the Group’s other components of equity. The Group ZEMBRIBOWELE - K
adopts centralised treasury policies in cash and SEMIIRE MK E B REIAF
financial management and focuses on reducing the REBHE  ZERNREARASE
Group’s overall interest expense. EEENSHA

(v)  Liquidity risk (v) REBEZRRE

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with its
financial liabilities. The Group is exposed to liquidity
risk in respect of settlement of trade payables and its
financing obligations and also in respect of its cash
flow management.

The Group’s policy is to maintain sufficient cash
and bank balances and have available funding to
meet its working capital requirements. The Group’s
liquidity is dependent upon the cash received from
its customers. The directors of the Company are
satisfied that the Group will be able to meet in full its
financial obligations as and when they fall due in the
foreseeable future.

RBETRREBAREEX
BITESRAGAENER -
AEERENENESERR
HUYBAEANAERSRE
EEEHARDECER

AEENBRRERTERE
NMIRITHERR - WERS B 2 PARC
BHEEESHE - AKEHH
MEE A B TP UE
Ae - ARBRIEZEMH &K
BiSREN A RARR 2 BETTHE
B BRRA R R o
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33.
VALUE MEASUREMENTS (Continued) (%)

BEEBREER LS FETE

(v)

Liquidity risk (Continued)

The liquidity policies have been followed by the Group
since prior years and are considered to have been
effective in managing liquidity risks.

Analysed below is the Group’s remaining contractual
maturities for its non-derivative as at 31 December
2016 and 2017. When the creditor has a choice of
when the liability is settled, the liability is included
on the basis of the earliest date on when the Group
can be required to pay. Where the settlement of the
liability is in instalments, each instalment is allocated
to the earliest period in which the Group is committed
to pay.

(v)

Carrying undiscounted

RBEERE(E)
AEE-HEARABEFREAR
HESHER  URSEHEE
MEBESRR AR

INTAOtTABREER _Z—X
FRZF—+F+ZH=1T—
HRIEPTETE B M HBE LT
B o MERARRIESN
BENKHE BaEERASE
BRI EKERNET AERE
RoWBEIHEE  BI&SD
AR REAEBAEEN
M&FHIME -

Total Repayable
contractual within
one year or

on demand
—FR
REREREE
RMB’000
ARET T

amount cash flows

BRRER
REE RERELE

RMB’000
ARBTR

RMB’000
ARBTR

At 31 December 2017 WZBE—+&+ZHA=1+-H

Trade payables ERBSER 194,499 194,499 194,499
Other payables and accruals HibfENZIBRIETE R 72,345 72,345 72,345
Amount due to a director EIf—2EEHR 59 59 59
Total @t 266,903 266,903 266,903
At 31 December 2016 R-ZE-R"E+=-A=1+—-8H

Trade payables ENE SRR 192,469 192,469 192,469
Other payables and accruals HENTIERESTER 30,494 30,494 30,494
Amount due to a director EN—ZEEHIE 59 59 59
Total @t 223,022 223,022 223,022

The Group considers expected cash flows from
financial assets in assessing and managing liquidity
risk, in particular, its cash resources and other liquid
assets that readily generate cash. The Group’s
existing cash resources and other liquid assets
significantly exceed the cash outflow requirements.
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34.

35.

CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure
the Group’s ability to continue as a going concern and to
provide an adequate return to shareholders by pricing goods
and services commensurately with the level of risk.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group, prevailing and projected
capital expenditures and projected strategic investment
opportunities.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell
assets to reduce debt.

Management regards total equity as capital, for
capital management purpose. The amount of capital
as at 31 December 2017 amounted to approximately
RMB599,776,000 (2016: RMB591,581,000), in which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.

LITIGATIONS

Guangxi Yulin Store

In July 2011, the Group entered into a lease agreement with
Yulin Hongyuan Real Estate Development Limited (“Yulin
Hongyuan”) pursuant to which the Group would lease from
Yulin Hongyuan a property located at No.8 Baishigiao Road
of Yulin, Guangxi, the PRC for setting up a store (the “Yulin
Store”). The Group also entered into property management
agreements with a related company of Yulin Hongyuan,
Handan Shengyuan Property Service Limited Company
(“Shengyuan”) for the Yulin Store in July 2011.

In October 2012, the Group has commenced legal
proceedings against Yulin Hongyuan and Shengyuan as
Yulin Hongyuan has breached the lease agreement for failing
to hand over the property to the Group before the deadline
as stipulated in the lease agreement. The Group demanded
repayments of the deposits and prepaid rentals and
management fees of an aggregate amount of approximately
RMB4,173,000 from Yulin Hongyuan and Shengyuan.
The Group further claimed a sum of approximately
RMB1,669,000, being penalty for breaching the agreements
and the costs of the proceedings.

34.

35.

(£33

BEZRAERQF

EREHE
AEBMEXRTE B ERERAREE
BREXEBNEN  URRREY &R
B2 BB A R RKF AR R4
RRHE R o

A A 0 R R A
- DVREIR BT A A M
B4 HEEAEEARASEE -
RITRIAFTE AR X RIAGREIRE
g -

REFUFABERGERE  AEENE
HENTRRZBEEEHE - ARRE
BIfA - TR 3 & B B AR
KER -

REAEEM:  TEEEERZE
HMABER - R-_ZT—+F+ A
St HWEAESENBARE
599,776,000t (—ZT—NF : AR
591,581,0007T) * BIEERE ETERT
BRI M ERIREHSERA

Bia -

A

EF EMIE

R-F——%th  AREHIHT
HBEEHERBEER QA ([ T
RDFFT—HEEWRE - Bt - A%
BREMTRHECANTEERE X
M B ARBESIRA—EYE - BN
RR—MEaE(TEME]D  -RF
——HFth ARETEIMHIRZ
FARE A R HEE T B R M E RIS ER A
A ([ 3R DB EME 2 MEEE W

a
2y
e

AZE——F+ A AEEERIEMN
HIREEREERZRGERRE KNG
VEBRZGENEE - HEMLR &K
TRERBUEETE - NEE MR EMHE
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LITIGATIONS (Continued)

Guangxi Yulin Store (Continued)

In December 2012, Yulin Hongyuan and Shengyuan have
filed counterclaims against the Group for the alleged damage
of an aggregate amount of approximately RMB8,466,000
arising from the alleged improper cancellation of the
agreements by the Group and the costs of the proceedings.

In July 2013, the court has announced its judgement that
the Group was required to bear the alleged damage to Yulin
Hongyuan with a total of approximately RMB3,510,000;
Yulin Hongyuan was required to return the prepaid rent and
deposit to the Group of approximately RMB1,407,000 and
RMB938,000 respectively; the Group was required to bear
partial court processing fee of approximately RMB25,000. In
August 2013, the Group and Yulin Hongyuan have lodged
appeal against the decision by the court separately.

In October 2013, the court has announced its judgement
that the Group was required to bear the alleged damage
to Shengyuan with a total of approximately RMB678,000;
Shengyuan was required to return the prepaid management
fee and deposit to the Group of approximately
RMB1,097,000 and RMB731,000 respectively; the Group
was required to bear the partial court processing fee of
approximately RMB12,000. In December 2013, the Group
has lodged appeal against the decision by the court.

In March 2014, the court has subsequently cancelled its
previous judgements regarding the legal proceedings with
Yulin Hongyuan in July 2013 as stated above and the legal
proceedings will be processed again by the court.

In July 2014, the court has announced its judgement that
the Group was required to bear the alleged damage to
Shengyuan with a total of approximately RMB60,000;
Shengyuan was required to return the prepaid management
fee and deposit to the Group of approximately
RMB1,097,000 and RMB731,000 respectively; the Group
was required to bear the partial court processing fee of
approximately RMB16,000.
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LITIGATIONS (Continued)

Guangxi Yulin Store (Continued)

In August 2014, the court has announced its judgement
that the Group was required to bear the alleged damage
and rental loss compensation to Yulin Hongyuan with a
total of approximately RMB1,754,000 and RMB2,815,000
respectively; Yulin Hongyuan was required to return the
rental deposit to the Group of approximately RMB938,000;
the Group was required to bear partial court processing fee
of approximately RMB38,000. In November 2014, the Group
has lodged appeal against the decision by the court.

In February 2015, the court has announced its judgement
that Yulin Hongyuan was required to return the prepaid rent
and deposit to the Group of approximately RMB1,407,000
and RMB938,000 respectively; Yulin Hongyuan was required
to bear all court processing fee. The Group has lodged
application for compulsory execution of the decision by the
court immediately. In October 2015, Yulin Hongyuan have
lodged appeal against the decision by the court but has been
turned down.

In October 2015, the court has cancelled its previous

judgements regarding the legal proceedings with Shengyuan

in October 2013 and July 2014 as stated above respectively
and the legal proceedings will be processed again by the
court.

In July 2016, Yulin Hongyuan lodged protest to the People’s
Procuratorate Court. In October 2016, the court has
suspended the compulsory execution made by the decision
in February 2015 and ordered the case to be processed
again.

In August 2016, the court has announced that the

judgements made in July 2014 have been sustained.

Shengyuan lodged appeal to the intermediate court
immediately but has been turned down.

In August 2017, Shengyuan has lodged appeal to high
court against the decision by the intermediate court but
has been turned down. The Group has lodged application
for compulsory execution of the decision by the court
immediately.
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35. LITIGATIONS (Continued)
Guangxi Yulin Store (Continued)

In December 2017, the court has announced its judgements
that the Group was required to bear the counterclaims
of alleged damage to Yulin Hongyuan of approximately
RMB3,159,000; Yulin Hongyuan was required to return the
prepaid rent and deposit to the Group of approximately
RMB1,407,000 and RMB938,000 respectively; the Group
was required to bear partial court processing fee of

approximately RMB65,000.

The directors of the Company are of the view that, as
pursuant to legal opinion from the Group’s legal advisor,
prepaid rent and deposit, and prepaid management fees
and deposit with amounts of approximately RMB2,345,000
and RMB1,828,000 should be refunded to the Group from
Yulin Hongyuan and Shengyuan respectively. Provision of
counterclaims of alleged damage granted by the court of
approximately RMB60,000 to Shengyuan was made and
included in other payables as at 31 December 2016 while
provision of counterclaims of alleged damage granted by the
court of approximately RMB3,159,000 to Yulin Hongyuan
was made and included in other payables as at 31 December
2017. No impairment loss on deposits and prepaid rent and
management fees with amounts totalling RMB4,173,000
was made and these amounts were recorded under current
assets — deposits paid, prepayments and other receivables

as at 31 December 2017.

Furthermore, the directors of the Company are of the view
that adequate provision for legal fees in relation to the

proceedings has been made as at 31 December 2017.
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FIVE-YEAR FINANCIAL SUMMARY

L EHBEBRE

RESULTS

3

Year ended 31 December

BE+-A=t-HLEE

2014 2015 2016 2017
Ik Slutk:3 T—A! “ENF ZE-tF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARBTT AR¥Tn
Revenue WA 846,155 821,249 839,674 728,903 700,183
Cost of inventories sold EEBFERAK (563,690) (556,965) (579,767) (468,950) (421,461)
282,465 264,284 259,907 259,953 278,722
Other operating income Hipg WA 62,325 74,949 66,169 69,992 63,272
Increase in fair value of BENE
investment properties AEEEM 10,000 7,000 3,100 10,600 20,100
Selling and distribution costs HE R HEHA (233,248) (213,675) (214,561) (216,949) (230,879)
Administrative expenses TBAX (89,177) (42,222) (43,887) (54,047) (61,879)
Other operating expenses Hip S &kt (11,772) (10,317) (5,237) (4,911) (9,472)
Finance cost B IS RAR (3,707) (1,238) (13) - -
Share of loss of an associate i fapd i /NG
i - (2,009) (1,475) (116) -
Profit before income tax BRET{S 5 AL A A 66,886 76,772 64,003 64,528 59,864
Income tax expense FEHAX (21,508) (18,116) (18,414) (23,393) (26,665)
Profit/(loss) attributable to: MR ALEERR,
(B8) :
- Owners of the Company —KRAEBA 45,378 58,656 45,600 41,306 33,199
- Non-controlling interest —JEHE R AR R = = (11) (171) -
45,378 58,656 45,589 41,135 33,199
Dividends R E 20,854 21,165 13,176 25,004 19,816
Earnings per share BRAM RMBAR®  RMBAR® RMBAR® RMBAR®  RMBARMY
- Basic -\ 4.37 cents??  5.65cents?  4.40 cents?m  3.98 cents’  3.20 cents?
- Diluted 8% RVBAR®  RVBAR® RVBAR% RMBAR® RMBARM

4.37 cents?

5.65 cents?  4.40 cents?

3.98 cents?

3.20 cents %

FEETEERARAA

R
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Five-Year Financial Summary (Continued)
FEMBEHE(E)

ASSETS AND LIABILITIES

2013

EERER

As at 31 December

2014

—T-MmE
RMB'000  RMB'000
ARBTRE  ARETR

Rt=RA=+-H
2015 2016 2017
“F-a% ZE-RF  CZE-tF
RMB’000 RVMB'000  RMB’000
ARBTT ARERTT ARTxR

Total assets BEE 906,511 930,596 835,790 875,313 942,416

Total liabilities ZafE (405,546) (391,398) (271,918) (283,732) (342,640)

Net assets EEFE 500,965 539,198 563,872 591,581 599,776
Note: M5k -

172

The results for year ended 31 December 2017, and the assets and liabilities
as at 31 December 2017 have been extracted from the audited consolidated
statement of comprehensive income and audited consolidated statement of
financial position as set out on page 69 and pages 70 to 71 respectively, of the
financial statements.
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