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Chairman’s Statement (Continued)
BEERME(E)

INTRODUCTION

During the year, the world economy was still under adjustment
period with lack of dynamic growth. The latest report as revealed
by the International Monetary Fund (IMF) that the global economic
growth rate was 3.1% for 2016. There was economic slump,
slowdown in private investment, weak spending demand, and loss
of power for recovery in the developed countries. While the growth
rate was stable in the developing countries, but problems like lack
of development focus, single economic structure, fiscal overbudget
etc still existed. On the other hand, other potential risks including
the Brexit, European refugee problems and terrorism amplified the
unstable factors.

The global growth rate in 2016 was the weakest from 2014 onward.
At the beginning of the year, it was disrupted from the global
financial market. The positive manufacturing activity index of the
developing countries has turned around in the mid of the year.
There were many countries which have been alleviated from the
downslope movement as the bulk commodity price index has risen.

China was the leading contribution country to the world economy
in 2016. With the glooming world economic environment, China
was keeping a vigorous market demand on the international bulk
commodity and major industrial products. This situation has positive
effect on the international demand and supply relationship, and also
became a stimulus for the resource and energy exporting countries.
Moreover, this helps the recovery of the developed nations as well.
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Chairman’s Statement (Continued)
EERBEE)

At the same time, China has playing an important role on the
livelihood of people by providing cheap industrial products to lower
the production costs for other countries. In these few years, the
economic power has been strengthened which brought about the
strategic plan of “One belt one road”, there was trend of external
expansion of local enterprises to help develop the construction of
foundation facilities and industrialization. These help the foreign
countries by exploring markets, increasing employment and
reducing financial liabilities.

China was under structural reform in the important area and major
segment. The benefit has been gradually appeared as the inward
economy dynamic has created upon the development of mass
enterpreneurship and innovation. The China economy power has
been fastly grown and improved, which has positively affected the
world economy.

BUSINESS REVIEW

During the year, traditional department stores, being the core of the
retail business, faced unprecedented pressure, with the successive
closure of stores, in the non-core city area. 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 difficult operating
environment, the Group still attained satisfactory operating results.

In 2016, 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 2016, the Group has recorded revenue of
approximately RMB728.9 million, representing a year-on-year
decrease of approximately 13.2%. Gross profit from direct sales
was approximately RMB87.4 million, representing a year-on-year
increase of approximately 1.3%, and consolidated profit attributable
to owners of the Company was approximately RMB41.3 million,
representing a year-on-year decrease of approximately 9.4%. The
decrease in revenue was mainly attributable to the absence of
income from wholesale of consumables. Besides, the renovation
works in stores has resulted in partial suspension of business which
has affected the sales turnover. In addition, there were reallocation
of store floor area from direct sales and concessionaire to leisure
and recreational operators, which made the drop in commission
from concessionaire sales but increase in rental income.
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Chairman’s Statement (Continued)
BEERME(E)

During the year, the Group has continued renovation enhancement
to the stores. Approximately RMB26.9 million has been spent
for store enhancement of Songgang store, Shiyan store and
Gongming store etc bringing a fresh shopping appearance to
consumers and creating a new shopping environment. On the
other hand, there were implementation of informatization on sales
by starting online to offline sales through internet application.
By expanding its procurement team, recruiting talents in online
shopping, establishing network construction team, developing
a full scope internet sales platform. On the contrary, the Group
inaugurated its factoring business in the Qianhai district by following
the state strategy to explore new income source. Besides, the
scope of retailing business has been broadened into catering and
food service. Accordingly, a theme restaurant and two beverage
kiosks have been commenced to offer a new choice for the new
generation.

On the administration aspect, the Group has implemented a
handful of measures to maintain its operational efficiency and
minimize operating cost in relation to the human resources system.
Recruitments through various channels such as ‘head hunting’,
campus recruitment were held during the year, which enhanced the
quality and technical knowledge of our new staff for preparing new
business that may arise in future. In order to manage the employee
turnover, the Group has set up an appraisal award system. Qualified
employees would be promoted. Different training seminars and
examinations would be held to reinforce employees’ personal
sustainable development and their sense of belonging to the Group.

As to the investment horizon, the Group has commenced two
beverage kiosks and a restaurant with forestry style under the brand
name of an international cartoon figure, giving its first step into the
catering industry. In addition, a subsidiary of the Group focusing
internet technology has boost the development of its online
supermarket business by importing in the smart phone application.
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.
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Chairman’s Statement (Continued)
EERBEE)

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. 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 have highly consolidated
into various large operators to make use of its corporate marketing
power and ability, and to increase the market competitive
strengthen.

The Directors believe that both opportunities and challenges await
ahead, and the retailing industry will compete and develop in a
much improved and 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
30 March 2017
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

EENEEEEAEGHE

DIRECTORS

Executive Directors

Mr. Zhuang Lu Kun (3PE3#), aged 56, 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 (ZIITA&EE), a standing committee
member of Shenzhen Committee of Chinese People’s Political
Consultative Conference (&IIITE#), a member of the Shenzhen
Committee of the China National Democratic Construction
Association (FEBIREZBE ), a member of the China General
Chamber of Commerce (F B %84 €), a deputy chairman of
Shenzhen Private Entrepreneur’s Chamber of Commerce (&3
TREZMPEZREE), a deputy chairman of Shenzhen Franchise
Association (ZINTTZERHFETTHHE), and a honorary chairman
of Shenzhen Baoan General Chamber of Commerce (FIIE %=
47 E). Mr. Zhuang graduated from Guangdong Administrative
and Management College (ERTTEZFL) majoring in modern
management in July 1999, and obtained the Master of Business
Administration of senior management from the Sun Yat-sen
University (1L XE2). He also received the award of “Paragon
of Work” of Guangdong province (BER &4 BEHEIR) in May
2003 and the award of Outstanding Staff Care Private Ownership
Entrepreneur (ZEIE 8 TEFREEPER) 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 22
years.

Mr. Zhuang Pei Zhong (35T ), aged 55, 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 (ERE®EEH AZ) 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 (BIfE 3R #%€) and membership of the
China Association for Employment Promotion (FF Bzt ¥ (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.

Mr. Gu Wei Ming (E&##8H), aged 48, is an executive Director
and the deputy general manager of the Group responsible for the
management of executive and office administration 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.
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Biography of Directors and Senior Management (Continued)
EENEEEEASHE(E)

Mr. Zhuang Xiao Xiong (/) ), aged 34. 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 T 42 75
@ (LB )) and a committee member of the Chinese People’s
Political Consultative Conference of Shenzhen (B #7 # 3l £ 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 11 years.

Independent non-executive Directors

Mr. Chin Kam Cheung (£ 82%f), CPA (practising), FCMA, aged
59, 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 has served the Group for over
9 years.

Mr. Sun Ju Yi (&%), aged 64, 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 (&
5 E) (600383.SH), a listed PRC nationwide property developer.
Mr. Sun has served the Group for over 4 years.

Mr. Ai Ji (X&), aged 63, graduated from Hunan Radio and
Television University (#F8EH#E B R AZE) 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 (7 2 2RI E4FT) and Guangdong
ShenTianCheng Law Firm (& H&KXKEEIE5FT), and is a senior
partner of the Yingke Law Firm (BEHZENE5FT). He is a member of
the standing committee of the fifth session of National Committee of
the Chinese People’s Political Consultative Conference (Shenzhen)
(FEARBAHEER AR TMEZEE), 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 (F IR F#ZE=). Mr. Ai 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 9 years.
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Biography of Directors and Senior Management (Continued)
EENEEEEAESEE(E)

SENIOR MANAGEMENT

Mr. Li Dong (Z#), aged 42, 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 13 years.

Mr. Zhuang Ru Zhao (¥ "), aged 35, is the manager
responsible for the operation 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 12 years.

COMPANY SECRETARY

Mr. Ho Yuet Lee, Leo (i #l), FCCA, CPA, ACIS, ACS, aged
43, 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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Management Discussion and Analysis (Continued)
EEENRE D (E)

(A)

INDUSTRY REVIEW

In the past one year, China was facing extreme complicated
domestic and external economic condition. The government
has implemented various adjustment policies to tackle
various challenging risks, such that the social economy was
under healthy development. Starting from the year 2016,
green spending, leisure tour spending, and personalized
spending grew vigorously. The domestic consumption power
has been pushed up by the upcoming spending trend of
“internet plus” which completely changed the traditional
spending behavior and consumption mode.

Sales turnover of retail industry has been slowed down
and the growth rate of social consumable goods has
been decreased. With the economic downturn and the
government anti-corruption policy, the consumption growth
rate was decreasing. Nevertheless, physical retail stores
has gaining recovering power as both the consumer price
index has reached a high level and real estate industry has
been sustained. Food and home appliance spending took
the lead. Net cash inflow has been maintained in the retail
business but in a declining trend. The e-commerce business
was growing slowly, with new brand name products put
online.
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24 (78)

According to the statistics released by the National Bureau
of Statistics of China, GDP for the year amounted to
RMB74,400 billion, representing a 6.7% increase over
last year. Total retail sales of social consumer goods for
the year was RMB33,200 billion, representing an year-on-
year (“YOY”) growth of 10.4%. Among them, retail sales
of “over-the-threshold” consumer goods grew by 8.1% on
an YOY basis to RMB15,400 billion. Retail sales of urban
consumer goods rose by 10.4% to RMB28,600 billion YOY,
while retail sales of rural consumer goods rose by 10.9% to
RMB4,700 billion YOY. By consumption pattern, retail sales
of commodities went up 10.4% to RMB29,700 billion YOY.
During the year, total domestic Internet retail sales amounted
to RMB5,200 billion, representing an YOY growth of 26.2%.
Among them, commodity goods Internet retail sales grew
by 25.6% on an YQY basis to RMB4,200 billion, accounting
for 12.6% of the total retail sales of social consumer goods.
The annual per capita income amounted to RMB24,000. On
further breakdown, per capita disposable income of urban
residents amounted to RMB34,000, increased by 7.8% as
compared with last year; Per capita disposable income of
rural residents amounted to RMB12,000, increased by 8.2%
as compared with last year.

Overall, despite certain decrease in sales of some
commodities, the traditional retail store industry is still
healthy and getting better.
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(B)

BUSINESS REVIEW

During the year, the Group has directly operated 11 stores
with a total gross floor area of approximately 149,000 square
meters, principally located in the Guangdong (including
Shenzhen and Foshan) and Guangxi provinces. Among
them, ten stores (total gross floor area of approximately
146,000 square meters) are operating as retail stores and
one is used for leasing purpose. For the ten retail stores,
eight of them are in Guangdong (seven in Shenzhen and one
in Foshan) and the remaining two are in Nanning Guangxi.
During the year, the Group has opened a restaurant in
Nanshan Shenzhen and two beverage kiosks in Baoan
Shenzhen and Nanshan Shenzhen. Besides, the Group also
owns a four-floor commercial property located in Baoan
Central District, Shenzhen, Guangdong. 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.

Prepare the first shopping mall to connect the new
trend of traditional retail industry

The Group has commenced preparation for the first self-
operated shopping mall — Bantian Jiahua Ling Hui Plaza.
Total floor area amounted to approximately 220,000 square
meters,with proposed usage including commercial, hotel,
office and residential purpose, will become a high end
shopping arcade in the Bantian community. Commercial
portion composed of 36% of the total floor area, covering
shopping, leisure, entertaining and beverage etc. The Group
has signed tenancy agreement with a related party last
September to lease its commercial portion as shopping mall
with an area of approximately 35,000 square meters. The
area accommodated around 437,000 resident population
and 2,000 corporations with various size. Bantian is an
important part of the high-tech industry of which Huawei is
one of its corporate residents. Our shopping mall will build
up a livelihood compartment, with supermarket and value-
added retail outlets. The second phrase will emphasize
leisure enjoyment, with theme restaurant, sports corner, kids
cinema/park etc., to attract more head traffic.
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Expand Internet Technology subsidiary scope to
develop online shopping application

The Group has incorporated a subsidiary focusing on
internet technology a year before and recruited a team to
produce our own build up online application — Baijiahua
online. This application is a version of internet plus by
providing both online and offline platform. It encompasses
supermarket, cross-border products, brand name corner
and home delivery service. Annual sales gross proceeds has
been over RMB12,000,000 and total sales orders beyond
60,000 (registered member over 130,000). There will be
new service including catering, entertaining, property, fund
management and other community services. It will become
an integrated, innovative, interconnected livelihood platform
for shoppers in the future.

Develop the commercial factoring business to
share the Country’s pioneer project

During the year, the Group actively developed commercial
factoring business, with its scope extend to non-retailing
industry. A subsidiary was set up in the Qianhai district
(possesses tax privilege and technical support from the
Government) which has benefited from both sea silk road
and free trade zone. The current business included sales
of trade debts and agency for recovering of trade debts
and will extend to supermarket supply chain, real estate,
manufacturing supply chain and logistic core corporations.
Other than general commercial factoring service, there will
be self-factoring system and factoring insurance products to
be provided in future.
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(C)

Expand the business scope to commence food and
beverage business with main theme

The Group has commenced preparation for the first official
authorized Hello Kitty restaurant (Hello Kitty Secret Path)
and beverage kiosks (Hello Kitty Bubble). The restaurant
has been landed on OCT Harbour Shenzhen and the
two beverage kiosks arrived at shopping mall in Baoan
and Nanshan. Besides, two more beverage kiosks via
cooperation agreement started business in Shenzhen. All
of them got official authorization. The restaurant served
western style natural food, drinks and desserts under the
spirit of forestry garden. The beverage kiosks provided
special milk tea and flower tea, which advocated healthy and
trendy leisure drink. There are more self-operated and co-
operation shops to come to bring more income to the Group.

OUTLOOK

Looking forward to 2017, 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
attractive 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, and to kick off the preparation for shopping
mall. 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.
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FINANCIAL REVIEW

Revenue

For the year ended 31 December 2016, 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,
interest income from factoring services, and sales of food and
catering was approximately RMB728.9 million, representing a
decrease of approximately 13.2% from approximately RMB839.7
million in 2015.

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
concessionaire operators. All these made customers more
enjoyable shopping experience and increase attractiveness of the
stores. During the period of renovation, temporary suspension of
business in our stores and this adversely affected our direct sales
turnover. In addition, the rearrangement of sales floor area has
decreased our direct sales area which has been converted to food
and beverage or entertaining operators.

In 2016, total direct sales of goods declined by approximately 4.1%
to approximately RMB553.4 million. Sales margin of direct sales
was approximately 15.8% for the year of 2016, which was slightly
higher than the sales margin of direct sales of approximately 15.0%
for the year of 2015. On the other hand, internet sales amounted
to approximately RMB1.8 million during the year. There was gross
loss on interest sales during the year as it is still in the infant stage
of business.

Commission from concessionaire sales decreased by approximately
4.1% to approximately RMB110.3 million for the year of 2016 due
to conversion of sales floor area of concessionaire to food and
beverage or entertaining operators. In contrast, rental income
from sub-leasing of store premises increased to approximately
RMB51.3 million for the year, an increase of approximately 13.2%
comparatively on yearly basis as most of the food and beverage
or entertaining operators were under fixed rental lease. There was
no income from the wholesale of consumables after the disposal
of subsidiary last year end as the profit margin of the business
was low and there were profit fluctuation risk factor behind the
business. Rental income from investment properties increased by
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Management Discussion and Analysis (Continued)
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approximately 2.0% to approximately RMB9.2 million for the year.
The increase was mainly due to arrival of first rental increment
period of most of the tenancy. During the year, the factoring
business has become mature. Income from factoring service
increase by 187.1% to approximately RMB1.8 million. There was
a new business of the Group in the catering industry. A theme
restaurant and two beverage kiosks have been opened which
achieved a turnover of approximately RMBO0.7 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 RMB70.0
million in 2016, representing an increase of approximately 5.8%
from approximately RMB66.2 million in the year of 2015. This was
attributable to the strengthening of management work to produce
more administration and management fee income from suppliers.

Cost of inventories sold

Cost of inventories sold represent the cost of direct sales of goods
of approximately RMB469.0 million, representing a decrease of
19.1% from approximately RMB579.8 million in 2015. There was
no cost of sales for wholesale of consumables for the year of
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
declined to approximately RMB466.0 million for the year ended 31
December 2016, representing a decrease of approximately 5.1%
from approximately RMB490.8 million in the year of 2015.

Increase in fair value of investment properties

Increase in fair value of investment properties increased from
approximately RMB3.1 million for the year ended 31 December
2015, to approximately RMB10.6 million for this year, representing
an increase of approximately 241.9% due to changing condition in
real estate market.
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Staff costs

The Group’s staff costs increased by 3.0% from approximately
RMB86.8 million in 2015 to approximately RMB89.4 million in 2016.
The increase was mainly due to the rise of labour cost.

Depreciation

The Group’s depreciation increased by 12.2% from RMB27.7
million in 2015 to approximately RMB31.1 million in 2016. The
change was primarily due to additional expenditure on the
amortisation fixed assets for the renovation of stores during the
year. Depreciation as a percentage of total revenue of the Group
increased from 3.3% in 2015 to 4.3% in 2016.

Other operating expenses

Other operating expenses decreased by approximately RMB0.3
million, mainly due to absence of impairment loss on other
receivable of approximately RMB3.0 million, reduction of penalty
payment of approximately RMBO0.5 million, and reduction of
charity contribution of approximately RMBO0.9 million. But there
was impairment loss on an available-for-sale financial asset of
approximately RMB4.1 million which was related to an unlisted
securities in the PRC.

Share of loss of an associate

The share of loss of an associate for year ended 31 December
2016 amounted to approximately RMBO.1 million representing
impairment loss on Shenzhen Egoos Mobile Internet Limited.

Income tax expense

The Group’s income tax expense increased by 27.0% from
approximately RMB18.4 million in 2015 to approximately RMB23.4
million in 2016 as there was additional provision of withholding tax
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 2016 amounted to approximately RMB41.1
million, representing a decrease of 9.8% from approximately
RMB45.6 million in 2015.

Subsequent event

The Group did not have any other significant subsequent events
subsequent to 31 December 2016.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group maintains a stable financial position. As at 31 December
2016, the Group had cash and bank balances of approximately
RMB328.6 million (2015: approximately RMB293.3 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 2016 was
approximately RMB187.1 million, an increase of 13.6% from the
balance of approximately RMB164.7 million recorded as at 31
December 2015.

Net assets slightly up to approximately RMB591.6 million,

representing an increase of approximately RMB27.7 million or 4.9%
over the balance as at 31 December 2015.

REVENUE - TURNOVER
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GROSS PROCEEDS S Ig4#%E
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2016 2015
—E-XRE —T—HF

RMB’000 RMB’000
ARBTR ARETRT

O Sales of goods HEEm 555,206 578,685
® Concessionaire sales EEHE 1,190,857 1,254,071
© Rental income from sub-leasing of shop premises S TEHENTH S A 51,331 45,342
® Rental income from investment properties REYENHES WA 9,180 8,997
O Wholesale of consumables #ESHFER = 90,970
@ Interest income from factoring service REREER 2 FEHA 1,843 642
O Sales of food and catering R R ZERWA 731 =
© Others Efh 282 =

1,809,430 1,978,707
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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) Foreign currency 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.

(i) Credit risk
The Group has no significant concentrations of credit risk.
Most of the sales transactions were settled in cash basis or
by credit card payment. The carrying amount of trade and
other receivables included in the consolidated statement of
financial position represents the Group’s maximum exposure
to credit risk in relation to its financial assets.

(iii) Interest rate risk
The Group’s exposure to interest rate risk mainly arises
on cash and bank balances. 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.

(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.

Employees And Remuneration Policy

For the year ended December 2016, the Group had 1,294 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 RMB89.4 million. Competitive remuneration
packages are structured to commensurate with reference
to individual responsibilities, qualification, experience and
performance.
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Management Discussion and Analysis (Continued)
EEEwmE D (&)

Contingent Liabilities
As at 31 December 2016, the Group has no significant contingent
liabilities.

Capital Expenditure

For the year ended 31 December 2016, capital expenditures
of the Group for property, plant and equipment amounted to
approximately RM41.9 million (2015: approximately RMB51.3
million).

Capital Commitments

As at 31 December 2016, the Group had capital commitments
contracted, but not provided for, amounting to approximately
RMB6.4 million (2015: approximately RMB4.2 million).

7

HAREE
RZE-—RE+ZR=+—H XEELE
BEAHAEE -

EREX
HE_Z—XRNF+_A=+—HLEFE " K
SEBYWE  BEMIENERRAIOAA
R #41,868,000c(ZZF—HF : HARE
51,313,0007T) °

BREE

MN-E—RFE+-A=1+—0  KEEZITY
BREBERE AL B A R¥6,353,0007T
(ZZ—h%F : HARE4,170,0007T) °

Gross  Average of daily Average of daily
floor area transactions transactions
Commence (sg.m.) (Supermarket) (Department store)  Estimated no. of

operationon Storey EEME HBHTHRZHE SHTHRZHE  visitors per day

Retail stores HREERE #E ($5K) (Em) (BE) HESA=LE
FY15 FY16 FY15 FY16 FY15
2015%F  2016F 2015  2016%F 20154

FY16

20165
Xixiang 7 1/10/1997 3 8806 4,753
Shajing psid 1/5/1999 5 20978 3,426
Songgang N 1/1/2001 5 23134 4,897
Longhua B 1/11/2001 5 24549 2,962
Gongming NG 1/9/2002 4 21843 6,699
Shiyan RE 1/1/2007 1 5852 5,143
Yanbu By 1/1/2008 2 7987 2,29
Dashatian AW H 1/1/2009 3 8500 2,619
Sanlian =R 5/12/2009 4 9600 2,056
Taoyuan B 30/12/2009 4 14493 2,879

5,085 39 58 6,949 7,457
3,820 862 915 6,217 6,392
5,549 997 1,113 8,545 9,660
2,569 1,322 1,456 6,211 5,434
6,959 1,349 1,423 11,670 11,316

5,526 m 812 8,575 7,922
2,435 80 104 3,442 3,682
2,881 144 213 4,006 4,269
2,337 = = 2,981 2,923

2,817 248 273 4,535 3,862
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Management Discussion and Analysis (Continued)
EEENRE D (E)

Gross proceeds

FriemERE
(RMB million)
(ARBABET)

Retail stores
FY16
20164

FY15
20154

Gross proceeds
per operation area
per day
SAREEE
EEE T L
(RMB)
(AR®T)

FY16
2016%F

Gross proceeds
per day
SRMBNEAE
(RMB thousand)
(AREFT)

FY16 FY15
2016F  2015%

Average value
per transaction
BRXHTHE
(RMB)
(ARET)
FY16 FY15
2016F  2015FF

FY15
2015%

Xixiang Fash 75.0 81.7 205.3 224.0 25.7 28.0 45.9 47.0
Shajing s 207.4 227.2 568.2 622.7 28.6 &3 136.5 135.9
Songgang N 291.3 315.0 798.0 863.2 41.8 451 136.5 132.7
Longhua B 342.2 341.0 937.6 934.2 44.9 447 218.0 232.1
Gongming UN: 407.5 4146  1,116.5 1,136.1 57.0 58.0 143.1 139.8
Shiyan ek 290.1 292.3 794.9 801.0 169.2 170.5 140.8 132.7
Yanbu By 33.9 35.8 92.8 98.1 15.5 16.4 38.5 38.7
Dashatian AP H 58.3 69.3 159.8 189.9 34.2 40.6 58.0 61.9
Sanlian =B 25.1 25.8 68.8 70.7 11.0 11.2 32.4 29.6
Taoyuan PR 65.4 74.3 179.1 203.7 18.3 20.7 57.2 65.4
Notes: BEE -

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 2016, 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 2016 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, one Independent Non-executive Directors of the
Company had not attended the annual general meeting of the
Company held on 26 May 2016.

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 26 May 2016 due to his
other business engagements.
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Corporate Governance Report (Continued)
TEERBRE (B)

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 tenth 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)
TEERRS (B)

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)
TEERBRE (B)

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 2016 is summarized below:—

Directors

Executive Directors BITES

Mr. Zhuang Lu Kun FrREsmR 4

Mr. Zhuang Pei Zhong Lot

Mr. Gu Wei Ming BERLE

Mr. Zhuang Xiao Xiong H/NMERE
Independent Non-Executive Directors BUFHTES
Mr. Chin Kam Cheung B LA

Mr. Sun Ju Yi BEREE

Mr. Ai Ji Rk

BEESZULBER
EESH2014F7 A28 ERMNZ TL R
ARG RIEERZBERAHEZAMENEE
B - ARRBRREEFEZTENEL L
Flzs o BN BRESTSNETT £B K
ZF T EERTE WA ARAEZEK
Tk REABBEENZFLEE 215
BRBRER - Fif  XERHBEES &
B (EEHEAM) - 6EH - Hee - A5 - R
BRI REMEBEZAENEE - RERTH
%F%%*F“Am ENARAIES BES
BRONSELER - REZEENAFE
W@@T%ymﬁﬁﬁ

FEEXEERE
AARBREBNEEREE-_ZS—F
T A=+ —BUEFEZEIERE - HE
BT - —

Attending seminar(s)
relevant to business
or directors’ duties
and responsibilities
HEEERS
E=HENR
ZHEE

Reading Materials

BEER

v/ v/
v/ v/
v/ v/
v/ v/

NSNS
NSNS
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Corporate Governance Report (Continued)
TEERRS (B)

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

Z88g
ETEREENERRTETESEHA =
ERFEHRELENZTESNT - HEAR
FHRARIEZEREGHKENT

Audit Nomination
Committee

REZEE

Remuneration
Committee

FHzES

Executive Directors BITES

Mr. Zhuang Lu Kun (Chairman) — itBEtss 4 (FEL) = - -
Mr. Zhuang Pei Zhong TRt - Member fk 8 =
Mr. Gu Wei Ming BERLE - - Member f% 8
Mr. Zhuang Xiao Xiong NS A = = =
Independent Non-executive BIYEHTES

Directors
Mr. Chin Kam Cheung IR LA Chairman £/& Member X 8 Member X 8
Mr. Sun Ju Vi BEERE Member X8  Chairman /& Member fik &
Mr. Ai Ji N REE Member % B Member f&  Chairman Ef%
AUDIT COMMITTEE EREES

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 2016.

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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Corporate Governance Report (Continued)
TEERBRE (B)

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:

REZEESE

ARRER -_ZETLFHA=THERLED
BRAKZIRREZB S YE@A ARG EE
ANBESE - R BEKEBER =2
VFATESR RN TES - RBLREE
TEARNEZAESRERESTENELS
HRAEESEHESR - RERECABET
MEREEEERANENER - WEBIER N
AESENEFANE -

EX(BREEZRRKREFE)OEFELEN
T

Attendance/Number of meetings
HERE EERY

Audit Remuneration  Nomination

committee committee committee
meetings meetings meetings AGM

ENZEE FWZEE REZEE RRAFAS

Board
EE
Ezg

Executive Directors HiTES
Mr. Zhuang Lu Kun SRR 417
Mr. Zhuang Pei Zhong b REE 6/7
Mr. Gu Wei Ming BRALE 57
Mr. Zhuang Xiao Xiong SN 3/7

Independent Non-Executive B ##H{TEE

Directors
Mr. Chin Kam Cheung BIRELE 5/7
Mr. Sun Ju Yi BEERE 47
Mr. Al Ji IhEs 4/7
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

NATER  NATER  NATER 01
N/A i 00  NATER 11
NATER  NATEAR 0/0 01
NATER  NATER  NATER 01
3/3 0/0 0/0 11
2/3 0/0 0/0 11
2/3 0/0 0/0 01
NEAMWE

ARAOARME - ARMELE - BREARF]
ZEBER - NFAR - WBENTAPRTE
ANSE=RIEE ) E 3

EERZEOME P BRROEL

EFEUBRAREREADAMBREANE
f-EFHR  ARANBRROBETE
HEER RS ER - BARAEREE K
RTIBE AR R RER o JNEB LA AP L

Company would publish the financial statements of the Company JgE ST EHNES7E64H o

at the appropriate time. The responsibilities of external independent
auditor to the shareholders are set out on pages 57 to 64.
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Corporate Governance Report (Continued)
TEERRS (B)

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 2016.

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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Corporate Governance Report (Continued)
TEERBRE (B)

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 2016 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 2016.

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 33 to the financial statements. The principal activities of
the operating subsidiaries of the Company during the year ended 31
December 2016 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 2016
are set out in the consolidated statement of comprehensive income
on page 65.

DIVIDENDS

The Board of Directors propose the payment of a final dividend for
the year ended 31 December 2016 of RMB2.41 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 Monday, 26 June 2017.

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 12 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 26 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 27 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 28 to the financial
statements.
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DISTRIBUTABLE RESERVES
As at 31 December 2016, the Company’s distributable reserves
amounted to approximately RMB253.6 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. Zhuang Xiao Xiong, Mr. Chin Kam Cheung and Mr.
Sun Ju Yi 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 13.

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

(iii) 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.

EEREREEEHE

EELARERBHEHNEIIEIZE

EERBSE
BRUTESFHEARABFBRGER - 11
PRP=FBLIFATESRMF) K
HEZEHARRFELILR=EA B
MNTEERAMEA) SEBMRILER -
MIRBERE—FHRE - RFEARBRAR
RFELEMEAN - ATESTEERXHE
BR2EEMEARTEBBEREFRAELRE
REFRES - REXARRIZRAERZH
AT EHAESHERENGEIXARIR -

Br EXATIREESN  BIEESEANRRHE
TAMBARBEARBAR(ENERE
R—FAERIAIBBEEIN—FAKLEME
AEHBECEERERINNER) - AR
BIEERITESHFMOBRRNOT

(i) FHERIEERNBERAREFAEFTNE
B BE - TEERRAXREENE

RIEEE :

(i) FREEINITHEFEHREEFH
HITERMTARES &

(iy BFEFERE  WTEFAEER
AN B BB A R RO T B T B BB X
- ERREFHEE—HD -

EETEEZERERAT —z-reen a4



Report of The Directors (Continued)
BEEGHRE(E)

INTERESTS IN CONTRACTS OF SIGNIFICANCE
Save as disclosed in section under “Continuing Connected
Transactions” of this report on pages 46 to 52, 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. Details of the outstanding options
as at the reporting date are set out in note 28 to the financial
statements.

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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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 2016, 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:

(a) Ordinary Shares of HK$0.01 each of the Company
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Number of shares/Underlying Shares Held

Frisik 13, HERGEHE
Percentage
of Issued
Personal Family Total Shares
Capacity Interest Interest Interest HE 1T
% (PN 5 Rk HmEE ROBIL
Mr. Zhuang Lu Kun (Mr. Zhuang) Beneficial 617,985,000 67,500,000 685,485,000 66.07%
TR e S A (R ) Owner (Note 1)
EmlEEA (M$5E1)
Mr. Zhuang Xiao Xiong Beneficial 75,000,000 - 75,000,000 7.23%
/NS AE Owner
BEREBA
Note: faE -

67,500,000 Shares are held by Mrs. Zhuang Su Lan (“Mrs. Zhuang”).
Since 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.

All the interests disclosed above represent long position in
the shares and underlying shares of the Company.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)
(b) Share Options

Options to subscribe for Shares

Outstanding

EERBETHRAEREAQAFTRH
MEOEE R - HERO R EERE
MR R AR (&)

(b) HERRRE
ARERG 2 BIRE

options Number Number Number Outstanding

atthe  ofoptions  of options  of options
beginning granted  exercised lapsed
of the year during during during

Name/Category of REA the year the year the year
Participants AT ERRY  FRTEZ  EREARZ
SEALHE/EH ZERE BREYE EREE BRENA

Directors

g%

Mr. Chin Kam Cheung 36,666 - = (36,660)
BRELE

Mr. Al Ji 36,666 - - (36,660)
BV

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

As at 31 December 2016, 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 HERITRA
HmEE 52 A F) ENi BO
Mrs. Zhuang Personal Beneficial owner 67,500,000 617,985,000 685,485,000 66.07%
HX EAER EmEEA (Note 1)
(BHE1)
Note: i
(1) 617,985,000 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang”). Since Mr. (1) 617,985,000R& A% 1D £ HEFE s 2 A= ([ HESe 4 ) 15

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.

Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2016,
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.
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Report of The Directors (Continued)
BEEGHRE(E)

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

FINTEEEELEBEBR QA (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 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 2016 was approximately
RMB6,821,000 and has not exceeded the annual cap
of RMB6,830,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB7,110,000 for the year ending 31
December 2017.
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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)

(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 2016 was approximately
RMB6,427,000 and has not exceeded the annual cap
of RMB6,430,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,700,000 for the year ending 31
December 2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

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

1.

48

(iii)

Lease of store premises for the Gongming Store

Pursuant to a lease agreement dated 28 April 2002
(“Gongming Store Lease Agreement”) between &
JImEEEEZEAR 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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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 2016 was approximately
RMB5,510,000 and has not exceeded the annual cap
of RMB5,520,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB4,830,000 for the year ending 31
December 2017.

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
approximately RMB731,000 for the year ended 31
December 2016, and has not exceeded the annual
cap of RMB731,000. The relevant amount which are
expected to be receivable by BJH Department Stores
will not exceed approximately RMB2,193,000 for the
year ending 31 December 2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)
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Lease of two store premises and rental income
received from JH Real Estate
FINTEEFHERZBR 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 two
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 2016 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 RMB3,090,000 for the year ending 31
December 2017.
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BEEgRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

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

(i

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 RMB53,873.8. 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. 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
2016, and has not exceeded the annual cap of
RMB680,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed approximately RMB290,000 for the
year ending 31 December 2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)
2. Lease of two store premises and rental income
received from JH Real Estate (Continued)
(i) 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
approximately RMB730,000 for the year ended 31
December 2016, and has not exceeded the annual
cap of RMB1,000,000. The relevant amount which
are expected to be receivable by BJH Department
Stores will not exceed approximately RMB1,000,000
for the year ending 31 December 2017.

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)), (1)(ii), (1)(iv), (2)(), (2)(ii) and (2)(iii) 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)
BEEgRE(E)

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, revenue attributable to the
largest customer of the Group amounted to approximately 0.2% 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 2016, purchases attributable to
the largest supplier of the Group amounted to approximately 4.4%
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 2016 have been reviewed by the audit committee
before recommending to the Board for approval.
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Report of The Directors (Continued)
BEEGHRE(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 2016, approximately HK$199,541,000 of
the proceeds so raised was used, and the unused proceeds of
approximately HK$65,459,000 was deposited with banks, the
security of which was adequately ensured.

Details of the used proceeds raised of approximately
HK$199,541,000 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;

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

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

° as to approximately HK$11,916,000 for the purchase of
transportation equipment;
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Report of The Directors (Continued)
BEEgRE(E)

USE OF PROCEEDS RAISED FROM LISTING

(Continued)

° 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.

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
2016 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 14 to 27 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

30 March 2017
Shenzhen, the PRC
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INDEPENDENT AUDITOR’S REPORT

1B M A A

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

|IBDO

E5E - +852 2218 8288
{8558 : +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 65 to 170, which
comprise the consolidated statement of financial position as at 31
December 2016, 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 2016, 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 (Continued)
B EEMRE (&)

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.

Impairment assessment of intangible asset
Refer to notes 2.8, 4 and 15 in the consolidated financial
statements.

The Group has an intangible asset of RMB10,453,000 as at
31 December 2016 in relation to agreements entered into for
the exclusive rights for operation and licensing of the business
of restaurants in the People’s Republic of China (“PRC”) and
beverage kiosk in Shenzhen region with an international cartoon
brand name.

Management is required to assess the amount of intangible
asset with finite useful life for impairment where impairment
indicator was identified. The intangible asset was allocated to
a cash generating unit (“CGU”) 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 amount of the CGU and the intangible asset.
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, no
impairment is necessary for the Group’s intangible asset as at
31 December 2016.

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 (Continued)
BIZEERE (&)

KEY AUDIT MATTERS (Continued)

Impairment assessment of available-for-sale financial
assets

Refer to notes 2.16, 4 and 18 in the consolidated financial
statements.

The Group has available-for-sale financial assets of
RMB6,752,000 as at 31 December 2016 which are investments
in unlisted companies in the PRC. Such financial assets are
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 assess 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 calculation, an impairment loss
of RMB4,081,000 has been recorded in the consolidated
statement of comprehensive income for the year ended 31
December 2016.

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)
B EEMRE (&)

KEY AUDIT MATTERS (Continued)

Valuation of investment properties

Refer to notes 2.6, 4 and 13 in the consolidated financial
statements.

The Group has investment properties located in the PRC of
RMB270,700,000 as at 31 December 2016. Such investment
properties are measured at fair value.

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 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.

60 Jiahua Stores Holdings Limited Annual Report 2016

HREEZSEE)
RENMX 2 EE
A2RER A MWK E2.6 - 413 -

BEEER_ZE—R"F+_A=+—HHF
KEYE A ARE270,700,0007C ° ZFIR
EMELRNTETE -

BRFIR T E - RAREERENER
FER EEERRESENGET AN
R ABB2BEHEXGEF RAE - 21
EIEHERRKEERA - RFEREHR
E o BEREREINSAEMEIREMESL

ZPRERREIZF 21

= (LB S ONER L E R B - B
REREIME

- FHEREBERTERANTEAREZR

BREAE: R

-  REQAVEETEERTAHBASE
ELRERNBRE -



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 (Continued)
B EEMRE (&)

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
(Continued)

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

evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in @ 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 (Continued)
B EEMRE (&)

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 PO6047

Hong Kong, 30 March 2017
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AEEERER

For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

2016 2015
—E-RE —E-hfF
Notes RMB’000 RMB’000
B =E AR¥T T ARETTT
Revenue WA 6(a) 728,903 839,674
Cost of inventories sold EEFERA (468,950) (579,767)
259,953 259,907
Other operating income H &2 U A 6(b) 69,992 66,169
Increase in fair value of investment WEME 2 AFEEM
properties 13 10,600 3,100
Selling and distribution costs Pali=ID PN (216,943) (214,561)
Administrative expenses THAX (54,047) (43,887)
Other operating expenses Hthe g M= (4,911) (5,2837)
Operating profit gl 7 64,644 65,491
Share of loss of an associate FEIE—REEE QR 2 BB (116) (1,475)
Finance cost BTG AR 8 - (13)
Profit before income tax & TS %4 ATV 7 64,528 64,003
Income tax expense ISR 9 (23,393) (18,414)
Profit and other comprehensive FERMNREZHE
income for the year gt kG 41,135 45,589
Profit and other comprehensive DTATEREMERNR
income for the year Z2HEKA :
attributable to:
— Owners of the Company —BAREEFEA 41,306 45,600
— Non-controlling interest — FEIE AR AR SR A 2 (171) (1)
41,135 45,589
Earnings per share for profit FREQTEE AEMERET

attributable to the owners of the ZERER
Company during the year

— Basic and diluted (RMB cents) —HAREEARES) 11 3.98 4.40
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e ISR AR

As at 31 December 2016
RZZE—XFE+=-A=+—8H

2016 2015
—E-RE —ET-RF
RMB’000 RMB’000
ARET T ARETIT
ASSETS AND LIABILITIES EEREE
Non-current assets FkRBEE
Property, plant and equipment ME - BB NERE 12 113,134 102,798
Investment properties KEYE 13 270,700 260,100
Prepaid land lease Taf e 14 12,923 13,184
Intangible assets mEE 15 11,498 15,000
Deposits paid BEfiERe 16 6,141 10,214
Interests in an associate R—KEE AT 2 #Ex 17 - 116
Available-for-sale financial assets At ESREE 18 6,752 10,833
421,148 412,245
Current assets REBEE
Inventories and consumables FERSFER 19 52,821 63,190
Trade receivables JEUE 5 8RN 20 19,768 12,482
Amount due from non-controlling JE Ui FE 5 B A B
interest of a subsidiary 24 - 250
Deposits paid, prepayments and BEffEe  BAFUAEREM
other receivables FEU FRIE 16 52,966 54,352
Cash and bank balances He RIRTT4# 6 21 328,610 293,271
454,165 423,545
Current liabilities RBEE
Trade payables BB SRR 22 192,469 189,006
Coupon liabilities, deposits received, BZ&E - EUizs - A
other payables and accruals ENRIENESER 23 62,151 58,978
Amount due to a director Bt —REEFIE 24 59 59
Provision for taxation TR IE B 12,392 10,844
267,071 258,887
Net current assets MEEEFE 187,094 164,658
Total assets less current liabilities B &ERTE A & 608,242 576,903
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Consolidated Statement of Financial Position (Continued)
REMEARRE (E)

As at 31 December 2016

R_Z—R"E+-_A=+—H

2016 2015
—E—REF —ET-RF
Notes RMB’000 RMB’000
B 5 AR¥ T ARETIT

Non-current liabilities FkRBERE
Deferred tax liabilities BELEHIEA R 25 16,661 13,031
Net assets BEFE 591,581 563,872

EQUITY s

Share capital R 2 26 10,125 10,125
Reserves E 27 581,456 553,508

Equity attributable to the owners of Zx2 T)#E A A FE/L IRAE

the Company 591,581 563,633
Non-controlling interest JEIE IR RS - 239
Total equity AR 591,581 563,872

Zhuang Lu Kun Zhuang Pei Zhong
HERE ERT Y
Director Director
EE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2016
BE-_T—AF+-_A=+—ALEFE

Equity attributable to owners of the Company
KAREAELRR

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

capital premium  reserve  reserve  reserve  reseve  reseve  reserve  reseve profits  proposed Total interest  equity
B BHEE ieSk fRBAEE 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'O00 RMB'000 RMB'000 RMB'000  RMB'000
W ARBTT ARMTR ARETn ARETR ARMTR ARMTZ ARETRL ARMTR ARMTR ARMTR ARMTR ARETZ ARMTR ARMTR

At 1 January 2015 ZE-1E-f-H 10125 202478 50,2 2280 12318 A - 431 (%9 191063 21,165 539,198 - 53919
Capital contioutionby  ~FEHBATEAR

non-controling fERmTE

interest of a

subsidary = - - - - - - - - - - - %0 0

Proftand tote EmgfRzEdE
comprehensive g
income for the year - - - - - - - - - 45600 - 45600 1) 45589

Diidend approved M EH g
for 2014 ks 10p) - - - - - - - ; - - ey R

Proposed finel dhvidend  ~F-RERERH
for 2015 e 10) = = = = = = = = - (13176 13176 = = =

Trnsferfostatutoy BB T EREE
Tesere - - 4757 - - - - - - (47a)) - - - -

At31 December 2015 H=F-TE+2f
andfJanuary 2016 =t-AR-E
—~E-f-H 10125 252478 54,919 2280 12318 A - 431 (%9 218730 13176 563,633 29 563872

Aoquisiion ofnon- W JEiARiER
controllng interest - - - - - - (182) - - - - (182) (68) 250)

Proft and fotel EmEfRAENE
comprehensive 8
income for the year = = S = = = = = - 4306 - 41306 (i) 413%

Dividend approved for ~ —E-TE 7 E
1 Be 10p) - - - - - - - - - o (13 )

Proposed final dhidend  ~F—EREKE
for 2016 & 10{) - = - - - - - - - (500 25004 - - -

Tenglrtostatutoy — EBZEFHE
6SeIe - - 4004 - - - - - - (4 - - - -

Shareoptionlapsed  ZE-REREHE
in 2016 g = = S = - 24 - - - 9% - _ - _

At31 December 2016 H=F-AE
t-B=1-A 10125 262478 59223 26 12318 - (182) 431 (969) 230812 25,004 591,581 - 591,581
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CONSOLIDATED STATEMENT OF CASH FLOWS
MERERER

For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

2016 2015
—E-KRF —T-RF
Notes RMB’000 RMB’000
B =E AR¥T T ARETTT
Cash flows from operating activities REEXKELSRE
Profit before income tax & TS5 B A 64,528 64,003
Adjustments for: PATSIEELFHEE
Interest income FBUA 6(b) (4,944) (4,985)
Depreciation of property, plant and ME - BEK
equipment HEITE 7 31,120 27,731
Obsolete inventories written-off and PRE F S HUE KX
inventories loss FEEE 7 463 813
Loss on disposal of property, plant HEME - BER
and equipment RimeERE 7 350 45
Amortisation of prepaid land lease TEAT £ 4 7H & 1 5 7 261 261
Increase in fair value of investment WEME R FEZL N
properties 13 (10,600) (3,100)
Loss on disposal of a subsidiary HE—FRMBARZER 7 - 204
Impairment loss on other receivable H b fe W I8 m B & 18 7 - 3,020
Share of loss of an associate FEh— KBS N RIRETE 116 1,475
Amortisation of intangible assets B AERE 7 4,652 -
Impairment loss on an available-for- AIEHESMEE
sale financial asset 2B 7 4,081 -
Provision for a legal claim EEFAZ BB 7 60 -
Operating profit before working capital & iE & & S 8) Al & &% F
changes 90,087 89,467
Decrease in inventories and FERSERRD
consumables 9,906 18,286
Increase in trade receivables FEUE 5 BR FRIE N (7,286) (16,767)
Decrease/(increase) in deposits paid, BEftiEs - BNFUEK
prepayments and other receivables H At e R Em L
(1) 1,386 (2,411)
Increase/(decrease) in trade payables  FEUE S ERFIZ N,
G ) 3,463 (924)
Increase in coupon liabilities, deposits BZ& & - Blkigs -
received, other payables and accruals = fE /< 3018 & fE 51
£ a0 3,113 931
Cash generated from operations KEEBFBER S 100,669 88,582
Interest received EUH 2 4,944 4,985
Income tax paid EBFTER (18,215) (16,977)
Net cash from operating activities AR ERETETE % F 58 87,398 76,590
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Consolidated Statement of Cash Flows (Continued)
meBHeREx(E)

For the year ended 31 December 2016
BE—T—AE+-A=+—HILEE

2016 2015
—E—RE

—E—RF
RMB’000
ARETIT

Notes RMB’000
P 5E AR¥ET T

Cash flows from investing activities REZENHRERE
Decrease/(increase) in deposits paid BftESR, (35 m) 4,073 (1,840)
Disposal of a subsidiary, net of cash HE—KMBAT] -

disposed HNBREERS 34 - (5,107)
Purchase of property, plant and BAMZE  BFE&EE

equipment (41,868) (51,313)
Purchase of intangible asset BABLEE (1,150) (15,000)
Proceeds from disposal of property, HEMZE - BERZE

plant and equipment Frig k18 62 203
Purchase of available-for-sale financial AR ESFEE

asset - (10,800)
(Increase)/decrease in bank deposits R=EAZEIHZRTT

maturing over three months FaRGgm) md (10,422) 3,740
Decrease in pledged bank deposits IR TFEROR - 100,000
Net cash (used in)/from investing RETE(FTH)

activities B8 & F8E (49,305) 19,883
Cash flows from financing activities BEZENERERE
Repayment of bank borrowing RITIEREERIR - (100,000)
Dividends paid to owners of the ENARBHEE AKE

Company (13,176) (21,165)
Net cash used in financing activities BEEB TR FEE (13,176) (121,169)
Net increase/(decrease) in cashand HRERRESZEY

cash equivalents ®in, CRd) B8 24,917 (24,692)
Cash and cash equivalents at R—BA—HWREEERS

1 January Z£EY 281,947 306,639
Cash and cash equivalents at R+-ZA=+—HWER:L

31 December REEZEEY 21 306,864 281,947
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

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 33 to the financial statements.

The financial statements for the year ended 31 December
2016 were approved for issue by the board of directors (the
“Board”) on 30 March 2017.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

2.1 Basis of preparation
The financial statements on pages 65 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 (the “Listing Rules”).

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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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
HE-2-—AFT-A=t—ALEE

2.

72

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

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
HKFRSs 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.
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MEE (4E)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Business combination and basis of
consolidation (Continued)

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.

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 HKFRSs. Acquisition-related costs incurred are
expensed unless they are incurred in issuing equity
instruments in which case the costs are deducted from
equity.
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Notes to the Consolidated Financial Statements (Continued)
Mg R M = (48)

For the year ended 31 December 2016
HE-2-—AFT-A=t—ALEE
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2.

74

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Business combination and basis of
consolidation (Continued)

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.

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

For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

e
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

2.4

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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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
HE-2-—AFT-A=t—ALEE

2.

76

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

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.

In the Company’s statement of financial position,
investments in associates are carried at cost less
impairment losses, if any. The results of associates
are accounted for by the Company on the basis of
dividends received and receivable during the year.
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Notes to the Consolidated Financial Statements (Continued)

e PR R M ()

For the year ended 31 December 2016
HE_Z—7Ft+-A=1t—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.5 Property, plant and equipment

Property, plant and equipment are stated at
acquisition cost less accumulated depreciation and
any accumulated impairment losses. The cost of an
asset comprises its purchase price and any directly
attributable costs of bringing the asset to the working
condition and location for its intended use. Subsequent
expenditure relating to property, plant and equipment
is added to the carrying amount of the assets if it can
be demonstrated that such expenditure has resulted in
an increase in the future economic benefits expected
to be obtained from the use of the assets.

The gain or loss arising on retirement or disposal
is determined as the difference between the sales
proceeds and the carrying amount of the asset and is

recognised in profit or loss.

Depreciation on property, plant and equipment is
provided to write off the cost less their residual values
over their estimated useful lives, using the straight-line
method, at the following rates per annum:

Leasehold building

Leasehold improvements

Plant and machinery

Motor vehicles and tools

Furniture, fixtures and
equipment

The assets’ residual values, depreciation method and
useful lives are reviewed, and adjusted if appropriate,

at each reporting date.

54 years or the
terms of land use
rights, if shorter

2.

TESHHEBEE)
25 Y% BEKRE

YR - BB KRB TIREERK
KB RETE MR RERE
BRI - EEXRABREERE
BEEMSEEERZENR
HEEEBUE E M EEEIG
PR o ARREBAR B BRI B B
?Eiﬂ@ﬁﬁﬁ BB R KA B

SEENE - BWE - BE
&mﬁfﬂﬁﬂféﬁﬂfiﬂ%éﬂ\éi%
BEMKEE -

WREK K EEEM RS HEE
BHERSRREEEREE
MERBEERE - WRNBSER -

VE - BEERBOTEAE
RORIBIA N RN EEE A B
FHFHE - DAMEHR AR R 4
BE :

HEEF 54F g i

1 FAREERRR

(A&

BYE)

HEMERE 20%

R 5 e A A 10%

RERTHE 20%

RE - -EKER 20%
By

BEZHGER WEHER
AIAFPRSREHER M
B(EA) o

EETEEZERERAT —z-reen 77



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6

2.7

2.8

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.

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
pasis as an expense.

Intangible assets other than goodwill

(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.

Franchise 3 years (Note)

Computer software 10 years

Note:  During the year, the estimated useful life of
franchise was revised from five years to three years
to better reflect the useful life of the franchise.
The effect of the change in accounting estimate in
the current year was an increase in amortisation
charge of RMB1,547,000.
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Notes to the Consolidated Financial Statements (Continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Intangible assets other than goodwill
(Continued)

2.8

(ii)

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).

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.

When an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount;
however, the carrying amount should not be
increased above the lower of its recoverable
amount and the carrying amount that would
have resulted had no impairment loss been
recognised for the asset in prior years. All
reversals are recognised in the income
statement immediately.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

Impairment of non-financial assets

Property, plant and equipment, prepaid land lease,
intangible assets with finite useful lives, deposits paid
and prepayments and investments in subsidiaries and
associate are subject to impairment testing. They are
tested for impairment whenever there are indications
that the carrying amount may not be recoverable.

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

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

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss
has been recognised.
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Notes to the Consolidated Financial Statements (Continued)
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

82

POLICIES (Continued)

2.10 Foreign currency (Continued)

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 minority 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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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.11 Revenue recognition

2.
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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)

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
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the relevant stores;

(iff) 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;

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

(v) 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

(vi) Sales of food and catering is recognised at the

point of sale to customers.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

84

POLICIES (Continued)

2.12 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

213

2.14

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 any applicable selling
expenses.

Consumables for own consumption are stated at
cost. Cost is determined using the weighted average
method.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

86

POLICIES (Continued)

2.14

Income taxes (Continued)

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.

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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Income taxes (Continued)

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

2.14

(@)

(o)

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

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

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

(@)

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

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

(i) the same taxable entity; or

(if) different taxable entities which intend
either to settle current tax liabilities
and assets on a net basis, or to realise
the assets and settle the liabilities
simultaneously, in each future period in
which significant amounts of deferred
tax liabilities or assets are expected to
be settled or recover.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

88

2.15 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.

2.16

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.

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.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(i)

Financial assets (Continued)
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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Notes to the Consolidated Financial Statements (Continued)
B HRRMEE (&)

For the year ended 31 December 2016
HE-2-—AFT-A=t—ALEE
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90

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

For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)

(ii)

(iii)

Impairment loss on financial assets
(Continued)

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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Notes to the Consolidated Financial Statements (Continued)
e HRRMIEE ()

For the year ended 31 December 2016

BE—T - AFt-A=t—ALFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Financial instruments (Continued)
(iv)  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.

(v) Equity instruments
Equity instruments issued by the Company are
recorded at the proceeds received, net of direct
issue costs.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16

217

2.18

Financial instruments (Continued)

(vi) 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.

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.

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.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

94

POLICIES (Continued)

2.18 Employee benefits (Continued)

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 20% 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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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.19 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.
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Notes to the Consolidated Financial Statements (Continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20

2.21

2.22

Capitalisation of borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for
their intended use or sale, are capitalised as part
of the cost of those assets. Income earned on
temporary investments of specific borrowings pending
their expenditure on those assets is deducted from
borrowing costs capitalised. All other borrowing costs
are recognised in profit or loss in the period in which
they are incurred.

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.

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

For the year ended 31 December 2016
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.23

2.24

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 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

(ifi) is a member of key management
personnel of the Group or the Company’s
parent.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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2.

98

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

(i

(il

(iv)

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.

Jiahua Stores Holdings Limited Annual Report 2016

TESHHERBEE)

2.24 BEATGR)
() FEATEMEHENE
BRASAREBEA

9E &

(i)

(i

(i)

(iv)

Faem Wil?%
—S£BET
E(Eﬂ! ]
HEHB AR KL
EESGIENGES
ARENREEA
+) e

=8
H

Q

ERBR7RE
kNG
BELE(HKE
%%uijﬁ %g\

BOREREH

0l

=

0l

BERBR—
BEENE

Ehkm—

BRE=SE

H B R A e

&V} o ;w}
§ i o B

?E’@ Al

BRI RAEH
HERNEEFH
‘$E’J‘§’%ﬂ@iﬂ
7 1 2% A AR K AE
FETE] -



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.24

2.25

Related parties (Continued)
(b) An entity is related to the Group if any of the
following conditions apply: (Continued)

(vi)

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

(vii) 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).

(vii) ~ 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.

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

(iff) 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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Notes to the Consolidated Financial Statements (Continued)
e HRRMIEE ()

For the year ended 31 December 2016
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3. ADOPTION OF NEW OR REVISED HKFRSs

(@) Adoption of new/revised HKFRSs - first
effective on 1 January 2016

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 2016.

HKFRSs (Amendments)  Annual Improvements
2012-2014 Cycle

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation
and Amortisation

Amendments to Equity Method in Separate
HKAS 27 Financial Statements

Amendments to HKAS 1 - Disclosure Initiative

The amendments are designed to encourage entities
to use judgement in the application of HKAS 1 when
considering the layout and content of their financial
statements.

The adoption of the amendments has no material
impact on these financial statements.
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MEE (4E)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

3. ADOPTION OF NEW OR REVISED HKFRSs
(Continued)

(a)

Adoption of new/revised HKFRSs - first
effective on 1 January 2016 (Continued)

Amendments to HKAS 16 and HKAS 38

— Clarification of Acceptable Methods of
Depreciation and Amortisation

The amendments to HKAS 16 prohibit the use of a
revenue-based depreciation method for items of
property, plant and equipment. The amendments to
HKAS 38 introduce a rebuttable presumption that
amortisation based on revenue is not appropriate for
intangible assets. This presumption can be rebutted if
either the intangible asset is expressed as a measure
of revenue or revenue and the consumption of the
economic benefits of the intangible asset are highly
correlated. The amendments are applied prospectively.

The adoption of the amendments has no impact
on these financial statements as the Group has not
previously used revenue-based depreciation methods.

Amendments to HKAS 27 - Equity Method in
Separate Financial Statements

The amendments allow an entity to apply the
equity method in accounting for its investments in
subsidiaries, joint ventures and associates in its
separate financial statements. The amendments are
applied retrospectively in accordance with HKAS 8.

The adoption of the amendments has no impact on
these financial statements as the Company has not
elected to apply the equity method in its separate
financial statements.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
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3. ADOPTION OF NEW OR REVISED HKFRSs

(Continued)

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

The following new/revised HKFRSs, 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.

Amendments to
HKAS 7

Amendments to
HKAS 12

Amendments to
HKFRS 2

HKFRS 9

HKFRS 15

Amendments to

Disclosure Initiative’

Recognition of Deferred Tax
Assets for Unrealised Losses'

Classification and Measurement
of Share-Based Payment
Transactions?

Financial Instruments?

Revenue from Contracts with
Customers?
Revenue from Contracts with

HKFRS 15 Customers (Clarifications to
HKFRS 15)?

HKFRS 16 Leases®

1 Effective for annual periods beginning on or after 1 January
2017

2 Effective for annual periods beginning on or after 1 January
2018

3 Effective for annual periods beginning on or after 1 January
2019
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MEE (4E)

For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

3. ADOPTION OF NEW OR REVISED HKFRSs
(Continued)

(b)

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

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.

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 at
fair value.

Amendments to HKFRS 2 - Classification

and Measurement of Share-Based Payment
Transactions

The amendments provide requirements on the
accounting for the effects of vesting and non-vesting
conditions on the measurement of cash-settled share-
based payments; share-based payment transactions
with a net settlement feature for withholding tax
obligations; and a modification to the terms and
conditions of a share-based payment that changes
the classification of the transaction from cash-settled
to equity-settled.
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Notes to the Consolidated Financial Statements (Continued)
Mg R M = (48)

For the year ended 31 December 2016
HE-2-—AFT-A=t—ALEE
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ADOPTION OF NEW OR REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs 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.
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MEE (4E)

For the year ended 31 December 2016
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3. ADOPTION OF NEW OR REVISED HKFRSs
(Continued)

(b)

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

HKFRS 9 - Financial Instruments (Continued)

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.

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
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Notes to the Consolidated Financial Statements (Continued)
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ADOPTION OF NEW OR REVISED HKFRSs
(Continued)

(b)

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

HKFRS 15 - Revenue from Contracts with
Customers (Continued)

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.

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.

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

For the year ended 31 December 2016
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ADOPTION OF NEW OR REVISED HKFRSs

(Continued)

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

HKFRS 16 - Leases (Continued)

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.

The Group is not yet in a position to state whether
these new pronouncements will result in substantial
changes to the Group’s accounting policies or financial
statements. Other new or revised HKFRSs that have
been issued but are not yet effective are unlikely to have
material impact on the Group’s financial statements
upon application.

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.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

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.

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.
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For the year ended 31 December 2016
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

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 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.

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 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.
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4. CRITICAL ACCOUNTING ESTIMATES AND BEES AT RAE (&)

JUDGEMENTS (Continued)

Impairment of intangible assets B EERE

The carrying amounts of intangible assets are reviewed EAEMHRIBERE B RETDEST

for impairment when events or changes in circumstances RSO - AR eREEREE

indicate that the carrying amount may not be recoverable. The HEEEAREELFERE - %%

recoverable amount of these assets, or, where appropriate, the BEI(WER)EMBREEELEN

cash-generating unit to which they belong, is the higher of their g e Ee RN E AT ER D EK

fair value less costs of disposal and value in use. Estimating AREREE - EBEtAINEEeEFTE

the recoverable amount requires the Group to estimate the REB G IR G EE B A TERIR K

expected future cash flows from the cash-generating units REnE  UREEEZMMIRE

and to choose a suitable discount rate in order to calculate PEEZEREREMIRE -

the present value of those cash flows.

Fair value measurement NEETE

The Group measures investment properties at fair value. REBBRATEFEREME - X&

Certain assets included in the Group’s financial statements B mERMEE TEENBEELA

also require disclosure of fair value. Significant estimation and FERERE BTAFEREELEXN

judgement are required to determine the fair value. fhET R -

The fair value measurement utilises market observable inputs NEPEFEZEEAMSAIERGA

and data as far as possible. Inputs used in determining fair BERREE EEAFEFEMAZ

value measurements are categorised into different levels BAER D ERERM 2 MERTM

based on how observable the inputs used in the valuation R#ABHZAIERREE  DBRRNU

technique utilised are (the ‘fair value hierarchy’): TTrREBH(TAFERBR] :

o Level 1: Quoted prices in active markets for e F1E: BRBEBENERERMSEZ
identical items (unadjusted); WE(RIERAE)

o Level 2: Observable direct or indirect inputs other o ZE2[E: nEENEEERE
than Level 1 inputs; ZERBA (T BEE

B AER) ;

. Level 3: Unobservable inputs (i.e. not derived from o FE3E: TAERHALE (R

market data). WIEHTIHEIRIGL) ©
110 Jiahua Stores Holdings Limited Annual Report 2016



Notes to the Consolidated Financial Statements (Continued)

AN
?.‘vT\D

BAFE R R ML (AR

For the year ended 31 December 2016
HE-2-—AFT-A=T—ALEE

4.

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 investment properties, please refer to note 13 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,
provision of factoring services and, food and catering (2015:
operation and management of retail stores and other related
businesses and wholesale of consumables) for the year.
Business component of food and catering is a new business
activity for the year. The Group disposed of its non-major
business component of wholesale of consumables for the year
ended 31 December 2015. Management had not identified
business activity for provision of factoring services as a
business component for the year ended 31 December 2015
as the business started during the year ended 31 December
2015 and the revenue was minimal for that year.

The Group has identified the reportable segment as operation
and management of retail stores and other related businesses.
Information about other business activities and operating
segments that are not reportable are combined and disclosed
in “All other segments”. For the year ended 31 December
2016, “All other segments” includes provision of factoring
services, and food and catering (for the year ended 31
December 2015, “All other segments” includes wholesale of
consumables and provision of factoring services). There are
no inter-segment sales.
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5. SEGMENT INFORMATION (Continued) 5. 2EEBER(E)

Operation and
management of
retail stores and
other related All other
businesses segments Consolidated

KeRER
BEER iR
Hit RS Hitr & Bt
RMB’000 RMB’000 RMB’000
AR®TR ARBT R ARBT

Year ended BE-Z—~%F

31 December 2016 +=ZA=+—BLEE
Segment revenue W 726,047 2,856 728,903
Segment results PR E 82,263 (8,342) 73,921
Impairment loss on an AEHESREECRE

available-for-sale financial

asset (4,081)
Other unallocated corporate  Efti Rk DR #F L

expenses (5,196)
Operating profit Sl 64,644
Share of loss of an associate J‘ﬁﬁ EX YN o= (116) - (116)
Profit before income tax bR TS B0B R A 64,528
Income tax expense FiSfiA X (23,393)
Profit for the year FRm 41,135
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

5.

SEGMENT INFORMATION (Continued)

Other segment information

Interest income

Additions to non-current
assets

Amortisation of intangible
assets

Amortisation of prepaid land
lease

Depreciation of property,
plant and equipment

Loss on disposal of property,
plant and equipment

Obsolete inventories
written off

Inventories loss

Increase in fair value of
investment properties

Provision for a legal claim

Hittn BER

FEWA
FRBDEENRE

B A ERH

R Lt 3

WE - BERREBITE
HEMNE - BB MREER

FEEE
REWMEAFEE

ZRET TN Y

5. 2¥ER(E)

Operation and
management of
retail stores and
other related
businesses
RERER
ZEER
HtHm %%
RMB’000
ARBT T

(4,930)

34,140
105
261

30,946
350

156
307

(10,600)
60

All other
segments

Fie
Hitnn 8
RMB’000
AR®TR

(14)
8,878

4,547

174

Consolidated

&t
RMB’000
AR®T R

(4,944)
43,018
4,652
261
31,120
350

156
307

(10,600)
60
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Notes to the Consolidated Financial Statements (Continued)
RE SRR AT (4E)

For the year ended 31 December 2016

BE—T—AE+-A=+—HILEE

5. SEGMENT INFORMATION (Continued) 5. 2EEBR(E)

Operation and
management of
retail stores and
other related All other
businesses segments Consolidated

KeRER
BEER iR
Hit RS Hitr & Bt
RMB’000 RMB’000 RMB’000
AR®TR ARBT T ARBT

At 31 December 2016 R=B-A%F
TSEETr=E

Segment assets DEEE o 827,585 39,116 866,701
Available-for-sale financial AEHESREE

assets ) 6,752
Other unallocated corporate RN EEEEE

assets 1,860
Total assets wEE 875,313
Segment liabilities HEEE 252,050 1,616 253,666
Provision for taxation TIBR 12,392
Deferred tax liabilities ELHBRR 16,661
Unallocated corporate ADEEEEE

liabilities 1,013
Total liabilities BEE 283,732
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

5.

SEGMENT INFORMATION (Continued)

5. 2¥ER(E)

Operation and
management of
retail stores and

other related All other
businesses segments Consolidated
rehE®
TEER T
Hib AR HihH ¥ &t
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT
Year ended BE-Z-1F
31 December 2015 +=-B=+—-HLEE
Segment revenue n R 748,062 91,612 839,674
Segment results Rt 70,123 219 70,342
Unallocated corporate income A2 BEREHRA 49
Unallocated corporate expenses A2 BLEEF X (4,900
Operating profit 2 m A 65,491
Share of loss of an associate JE(h—REEE N R Z B8 (1,475) - (1,475)
Finance cost BE RS A AR (13)
Profit before income tax BR S B AT A 64,003
Income tax expense PSR (18,414)
Profit for the year FRRT 45,589
EEFEEZERBRAT -z 558 115



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

For the year ended 31 December 2016

BE—T—AE+-A=+—HILEE

5. SEGMENT INFORMATION (Continued) 5. 2EEBR(E)

Operation and
management of
retail stores and
other related All other
businesses segments Consolidated

KErER
TEER FiR
H A AR At &b
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT

Other segment information ~ E#i5EEHR

Interest income MEKA (4,948) (37) (4,985)
Additions to non-current assets JEMENEERE 51,313 15,000 66,313
Amortisation of prepaid B LS H

land lease 261 - 261
Depreciation of property, plant ~ #1% ~ BiE L& EHTE

and equipment 27,731 - 27,731
Loss on disposal of property,  HEYX - BERZEER

plant and equipment 45 - 45
Obsolete inventories REFEMH

written off 224 - 224
Inventories loss FEER 589 - 589
Impairment loss on other HioEYRERERR

receivable 3,020 - 3,020
Increase in fair value of BEYENTEEN

investment properties (8,100) - (3,100)
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Notes to the Consolidated Financial Statements (Continued)
e KRR (&)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

5. SEGMENT INFORMATION (Continued) 5. 2¥ERE)

Operation and
management of
retail stores and
other related All other
businesses segments Consolidated

KERER
TEER FiE
H iR R 5 7% Hih o8 B
RMB’000 RMB’000 RMB’000
ARET T ARET T ARETTT

At 31 December 2015 R-BE—FE
+=-A=+-~H
Segment assets DEEE 792,457 27,427 819,884
Available-for-sale financial AHEESREE
assets 10,833
Other unallocated corporate  Eft RPN EEE
assets 5,073
Total assets BEE 835,790
Segment liabilities NEAE 246,805 122 246,927
Provision for taxation THIB RS 10,844
Deferred tax liabilities REHIBERE 13,031
Unallocated corporate AR EERE
liabilities 1,116
Total liabilities BaE 271,918
The PRC is the country of domicile of the Group. The country REB ZMBER AT - :FMHEZER
of domicile is determined by referring to the country which TEAEESEEEM BEE » AH
the Group regards as its home country, has the majority of KEBD T L EBE R OLBTIEHD ©

operations and centre of management.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
BE-_T—AF+-_A=+—ALEFE

5.

118

SEGMENT INFORMATION (Continued)

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
2015 and 2016.

REVENUE AND OTHER OPERATING INCOME

(@) Revenue
The Group is principally engaged in operation and
management of retail stores and other related business,
provision of factoring services and sales of food and
catering (2015: operation and management of retail
stores, wholesale of consumables and provision of
factoring services). Revenue, which is also the Group’s
turnover, represents invoiced value of goods sold, net
of value added tax (“VAT”), and after allowances for
returns and discounts; rental income and the value
of services rendered. Revenue recognised during the
year is as follows:

TRER(E)

MR AREZ WA RFRBDEE (B
FEARHESREE) TERAE—
SR (BNFR ) - W3 AR BT 2 5t
5 E 8D 2 D AR -

AREERFPHER
REE-E—RAFR-_ZT—X Ft+=
A=1+—HLFE #HEE—FP(
AEEWZE10%EIA L ©

WA R H At &R & U A

(@ WA
REBXTEEBREERER
TEEREMBEAER - BH
REBRERBEERMRER
T -RF KERERET
BE - BB SR RIRHRE
fR#) - WA(MAREE &
¥BEELERNRIGER
(MMEEHR]) MRE RITINEE
MEZEE - WMERSWRAR
FrietRISHEE - FRER
AT -

2016 2015
—E-RF —T-hF
RMB’000 RMB’000
AR¥T R AREBTIT
Sales of goods HEEm 555,206 578,685
Commissions from concessionaire BEEHEMSHEE
sales 110,330 115,038
Rental income from sub-leasing SHEEDENESA
of shop premises 51,331 45,342
Rental income from investment WEMENRS WA
properties 9,180 8,997
Wholesale of consumables #1285 m - 90,970
Interest income from factoring KB RERSZFEWA
services 1,843 642
Sales of food and catering HERMMEBERZIKA 731 =
Others HA 282 -
728,903 839,674
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Notes to the Consolidated Financial Statements (Continued)
e KRR (&)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

6. REVENUE AND OTHER OPERATING INCOME 6. WARHMELWA ()

(Continued)

(b)  Other operating income (b) HEEWA
An analysis of the Group’s other operating income is REBEMKERA ZHHTIA
as follows: T

2016 2015
—E—RF —ET—RF

RMB’000 RMB’000
ARET T ARETT

Interest income MEUA 4,944 4,985
Net exchange gain b H 55 55 517 348
Government grants (Note) B as (M) 2,500 2,097
Administration and management & & ERG 81T &
fee income from suppliers BEEBIA 43,375 42,403
Others HAh 18,656 16,336
69,992 66,169
Note:  Various local government grants have been granted to M : BE-T—AFR-T—AHF
a subsidiary of the Group during the years ended 31 +—A=+—RLLEE  x&
December 2015 and 2016. There were no unfulfilled E—-RMERAERZE
conditions or contingencies attaching to these government BT RERE - 52 5 B 4 G
grants. it 855 £ ] R 2 A 0 AR 14 S B 5
5]
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Notes to the Consolidated Financial Statements (Continued)
nvj'\/\ﬁjia#&%:z[‘ﬁ? nE

For the year ended 31 December 2016
HE-_ZT—R"E+-_A=+—HILLEFEE

7. OPERATING PROFIT 7. G
2016 2015
—E-XF —E—RF
RMB’000 RMB’000
AR¥T T ARBTIT
Operating profit is arrived at after EEERNMBE R ATIER -
charging:
Cost of inventories sold recognised as HRAARAINEERE
expense AR 468,950 579,767
Auditor’s remuneration EETE 1,142 992
Depreciation of property, plant and ME - WEMREITE
equipment 31,120 27,731
Amortisation of prepaid land lease Eﬁiﬂﬂé%ﬁﬁ 261 261
Impairment loss on other receivable E At e RIE 2 BB - 3,020
Loss on disposal of property, plant and ~ HEWE - BE R &E
equipment E58 350 45
Operating lease rentals in respect of ii’@&@—‘ﬁﬁ’]“ EHE
land and buildings He 53,089 49,010
Obsolete inventories written-off bk [5%%7(_“ 156 224
Inventories loss FEEE 307 589
Loss on disposal of a subsidiary B — XK B RERE - 204
Impairment loss on an available-for-sale Al B E S @A E 2 BE
financial asset (Note (i)) BB (GE(—)) 4,081 =
Amortisation of intangible assets B 4,652 -
Provision for a legal claim (Note (i)) AR BEGE(—)) 60 =
Staff costs, including directors’ BETRA  BIEESNE
emoluments (Note 29(a)) (ftzE29(a))
Salaries and other benefits e RHEAREF 80,282 76,933
Contributions to retirement schemes BIREEHEIH R 9,143 9,888
89,425 86,821
and crediting: KBEFTA
Net exchange gain fEHEE 517 348
Rental income from investment properties &AW 7 H& A 9,180 8,997
Sub-letting of properties DI
— Base rents —HZEAHE 47,705 42,199
— Contingent rents (Note (ii)) —g AR e(F (D)) 3,626 3,143
51,331 45,342
Total gross rental income RS WA 60,511 54,339
Less: Direct operating expenses arising & @ P ERBREHES WA
from investment properties that HIREYEEER
generated rental income during BERELERX
the year (29) (28)
Less: Outgoings of sub-letting of o D EYERT
properties (18,563) (14,215)
Net rental income FHSUA 41,919 40,096
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Notes to the Consolidated Financial Statements (Continued)
e KRR (&)

For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

7. OPERATING PROFIT (Continued)
Notes:

(i) Impairment loss on an available-for-sale financial asset and provision
for a legal claim had been included in other operating expenses.

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

8. FINANCE COST

m S

Interest expense on revolving loan BIREZRMERX

AR ()

(=) AHEESREERERARFR
ZRBEEREMEERIA -

(=) ZHRBEDREAEHRREPIAER
HENBETEDLE -

Bt %5 RN

2016 2015
—B—xE

—E—hHF
RMB’000
AREFIT

RMB’000
ARET T

9. INCOME TAX EXPENSE

FrEBipx

2016 2015
=BT —T—RF
RMB’000 RMB’000
ARET T ARETTT

Current income tax BVEAR I8
- PRC enterprise income tax - R EFRER 16,863 15,361
- PRC withholding income tax - REITEHFREH 2,900 2,278
19,763 17,639
Deferred tax (Note 25) RIERIE (P 5E25) 3,630 775
23,393 18,414

The Group is not subject to any taxation under the jurisdiction
of the Cayman Islands and British Virgin Islands during the
year (2015: Nil).

AEERFRAFBHATARERS
NREBRZESAEERNBIA(Z
T—hF:HE)-
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2016
BE-_T—AF+-_A=+—ALEFE

9.

INCOME TAX EXPENSE (Continued)

No provision for Hong Kong Profits Tax has been made as
the Group had no estimated assessable profits in Hong Kong
for the year (2015: Nil).

For a subsidiary of the Company in Guangxi, its PRC Enterprise
Income Tax has been provided at the preferential enterprise
income tax rate of 15% for the year pursuant to the privilege
under the China’s Western Development Program (2015:
15%).

Other subsidiaries of the Company established in the PRC
were mainly subject to PRC Enterprise Income Tax at the rate
of 25% for the year under the income tax rules and regulations
of the PRC (2015: 25%).

Reconciliation between income tax expense and accounting
profit at applicable tax rates:

P ®ip < (&)
HRARERFEALEKQFENG
FTERRBUS N - B LA B RIS
EHEEHE(CT—0F &) -

RARARETAN—RHBAAE « 1R
B BRI ARETENERBER
FREPEGCEMSRIZERELE
FTIEMMEAS%EMM(—T—RF ¢
15%) °

ANA B BIRK S 2 E KB A RIR
NG AR IR BT S R IR KRR
1RO5% TR BMPESEMEH (=
T—HF :25%) °

BRERBEFENMEH KBS
it M 2 1B

2016 2015

—EB—REF —E-RF

RMB’000 RMB’000

AR¥T AREBTIT

Profit before income tax b BT 18 %54 Bl A 64,528 64,003
Tax on profit before income tax, MBS A= A FIE - IR
calculated at the rates applicable BB REER R E

to profit in the tax jurisdictions BB R E

concerned 15,868 16,154

Tax effect of non-deductible expenses AR A RS E 1,898 1,135

Tax effect of non-taxable income BARTWANHIEZE (2,193) (2,095)
Effect of withholding income tax on REBHRWB AR A HD
distributable profits of the Group’s TKm A BN R &

PRC subsidiaries 4,900 2,278

Tax effect of tax loss not recognised RERHIEEEOBRGETE 2,920 942

Income tax expense TS = 23,393 18,414
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Notes to the Consolidated Financial Statements (Continued)
e KRR (&)

For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

10. DIVIDENDS 10. KA
(@) Dividends attributable to the year (@) AEFEEEMLRE

2016 2015
—E-XE  —T-nF

RMB’000 RMB’000
ARBFR ARETT

Proposed final dividend for the HE2—T—XRF+=A

year ended 31 December 2016 = t—HIFERRER

of approximately RMB2.41 B EREEBRHAR

cents per ordinary share (2015: oM (ZE—RF:

RMB1.27 cents) AR#1.275) 25,004 13,176
The final dividend proposed after the reporting date MEREEZT IR AEEE
has not been recognised as a liability at the respective WHEERAABBEREEHNE
reporting date, but reflected as an appropriation of & HERMAEZFEEHRE
retained profits for that year. ‘A ABE o

(b) Dividend attributable to the previous year, (b) FEAHERIRSH E@EE

approved and paid during the year EEEEE

2016 2015
—E—RE —ET—AF

RMB’000 RMB’000
ARBT T AR¥ETT

Final dividend in respect of the HEFEHRPBR K

previous year, of RMB1.27 BT AR 275
cents per ordinary share —E—HRF:
(2015: RMB2.04 cents) AREE2.045)
— Approved during the year — FRHLE 13,176 21,165
— Paid during the year — FERR (13,176) (21,165)
11. EARNINGS PER SHARE 11. BRER
The calculation of basic earnings per share is based on the BRERBIIRFARRAER A
profit attributable to owners of the Company of approximately & 16 & A 89 A K ¥ 41,306,000 7T
RMB41,306,000 (2015: RMB45,600,000) and the weighted —T—HF : AR 45,600,000
average number of approximately 1,037,500,002 (2015: TO)RFARDEHTEBERINETFHE
1,037,500,002) ordinary shares in issue during the year. #]1,037,500,002 % ( =& — H F :
1,037,500,002/% ) 5T -
Diluted earnings per share were the same as the basic earnings R AR HARTTEBEAEZ TTEE
per share as the exercise price of the Company’s outstanding SRERNFHNE  REREETRTN
options were higher than the average market price for the B4 AR EL R 28 A [R) Be F R £ EL A
years and there were no other potential dilutive ordinary shares BEERN2EBR - BE-_F—X
in existence during the years. All the outstanding options were FT_A=1T—HILFE - FFAEKRTT
lapsed during the year ended 31 December 2016 (Note 28). R D R (MiEE28) °
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Notes to the Consolidated Financial Statements (Continued)
RE SRR AT (4E)

For the year ended 31 December 2016

BE—T—AE+-A=+—HILEE

12. PROPERTY, PLANT AND EQUIPMENT 12. Y% BEKRZRE

Motor  Furniture,
Leasehold Leasehold  Plantand vehicles fixtures and
buildings improvements  machinery  and tools  equipment

LS FR-KE
Gt & i ERREE NRERIR  REAK #8
RMBO00  RMBI000  RMB'000  RMB'0O0  RMB'000  RMB'000
ARBTR ARMTR ARMTR ARMTR ARMTZ ARMTZ

At 1 January 2015 R-§-1%-A-H

Cost g 21357 235,573 20,382 10310 100,241 387,863
Accumulated depreciation 2itihE (500)  (197,237) (14,529) (9,085) (87,068 (308,399)
Net carrying amount FERE 20,357 38,336 5,853 1,245 13,173 79,464
Net carrying amount REFE

At 1 January 2015 R=E-1F-F-A 20,857 38,336 5,863 1,245 13,173 79,464
Additions AE - 44,154 1,036 2,620 3,503 51,318
Disposals e = (83) = (140) (29) (248)
Depreciation ik 302 (20,329 (1,219) (873) 014 (@27,731)
At 31 December 2015 RZE-RE+=A=1-H 20,555 62,084 5,670 2,852 11,637 102,798

At 31 December 2015 and 1 January 2016~ R=B-TE+=f=t+-RAR

“E-R"E-A-A

Cost AR 21357 279,641 21,414 10,767 103646 436,825
Accumulated depreciation ZiE (802 (217.557)  (15,744) (7915) (92,009  (334,027)
Net carrying amount EESE 20,555 62,084 5,670 2,852 11,637 102,798
Net carrying amount RERE

At 1 January 2016 R-EB—7E-A-H 20,555 62,084 5,670 2,852 11637 102,798
Additions FE = 34,964 3 1664 5,237 41,868
Disposals e - - - (199) (213) (412)
Depreciation e (305)  (24742) (947) (1,020 (4106  (31,120)
At 31 December 2016 RZE-AE+zA=+-H 20,250 72,306 4,726 3,207 12,555 113,134
At 31 December 2016 R=B-RETZA=1-A

Cost AR 21357 314,605 21,403 10,857 107,082 475,304
Accumulated depreciation ZihE (1,07)  (242.299)  (16677) (7,560 (94527)  (362,170)
Net carrying amount REFE 20,250 72,306 4,72 3,07 12,55 113,134
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Notes to the Consolidated Financial Statements (Continued)
RE SRR MEE (4E)

For the year ended 31 December 2016

HE-T—AF+-A=1+—HLEE

12. PROPERTY, PLANT AND EQUIPMENT 12. Y% BERREE)
(Continued)
Depreciation charges incurred for the year were recognised FAEENTEIHERNGEEZHEK
in the consolidated statement of comprehensive income as e [HHE R HEKA & [T
“selling and distribution costs” and “administrative expenses” X 15 B4 A R ¥30,599,0007T
amounted to approximately RMB30,599,000 (2015: (ZZ—h8%F : ARK27,175,0007T)
RMB27,175,000) and RMB521,000 (2015: RMB556,000) RARM521,000(ZFE—HF : A
respectively. R #556,0007T) °

13. INVESTMENT PROPERTIES 13. REWHE

2016 2015
—E—RF —ET—RF

RMB’000 RMB’000
ARET T ARETT

At beginning of the year F1) 260,100 257,000
Increase in fair value of investment
properties BN TFEEN 10,600 3,100

At end of the year FR 270,700 260,100
The investment properties represent various buildings and WEYEREARIAS W AMZED
leasehold land located in the PRC held for generating rental BEHERFRAELS M MBEEL
income and the leasehold land will expire in 2066. HEEARR AR Z TSN FEER ©
The fair values of the Group’s investment properties as at AEEREMER_ZE—AFR-FT
31 December 2015 and 2016 were arrived at on the basis —RNETZA=T—HBNRTE T}
of valuations carried out at the date by Chung Hin Appraisal ERFPITHEBRARINRZAETH
Limited, independent firms of qualified professional valuers not HEER - ARl AE B EEE
connected to the Group, who have appropriate qualifications B A BB BEMEMT AR
and recent experiences in the valuation of similar properties A AEAME AU E CEHEER R
in the relevant locations. ITERRCES o
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Notes to the Consolidated Financial Statements (Continued)
RE SRR AT (4E)

For the year ended 31 December 2016

BE—T—AE+-A=+—HILEE

13. INVESTMENT PROPERTIES (Continued)
The fair value of investment properties is a level 3 recurring
fair value measurement. A reconciliation of the opening and
closing fair value balance is provided below:

FHREER

Opening balance

13.

REYE(E)
REMERNRATFEAFIBLEHED
FEFE - FYIRFRODFELH
HERFIINT -

2016
—g—xE

2015
—E—0F
RMB’000
ARET T

RMB’000
ARBFR

(level 3 recurring fair value) (FIELEERTFE) 260,100 257,000
Increase in fair value of investment B 72 A EE I

properties 10,600 3,100
Closing balance FREH

(level 3 recurring fair value) (E3BEEHEATE) 270,700 260,100
Change in unrealised gains for the year Rt ZA=+T—HBHHEE

included in profit or loss for assets Efr ABZH T ARER

held at 31 December Wies B 8 10,600 3,100

Fair values of investment properties are determined using the
direct capitalisation method by capitalising the rental income
derived from the existing tenancies with due allowance for the
reversionary income potential of the properties. The fair value
measurement is positively correlated to the market monthly
rental rate and negatively correlated to term yield.
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Notes to the Consolidated Financial Statements (Continued)
e KRR (&)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

13. INVESTMENT PROPERTIES (Continued) 13. REWE(H)

Valuation

techniques Significant unobservable inputs

fh AT EXEEBRZERBA

At 31 December 2016

Investment properties Direct capitalisation method ~ Market monthly rental rate taking into account of RMB80 to RMB320
R-E-—RE BERENEE individual factors such as location, environment, (2015: RMB80 to RMB300)
+=ZRA=+-H age, accessibility, floor, size. etc. (RMB/sqg.m)
RENZE MEBAREHRIUE R% Bk EE.  ARBBOTZEARI207T
BE RIEEARZR (ARE/TAXK) (ZZ2-1% AR¥80
Z AR#3007)

Capitalisation rate of reversionary 4% to 5%

income (2015: 4% to 5%)

ERWARNE Rt X 4%E5%

(ZZ—HF  4%FE5%)

There were no changes to the valuation techniques during FRHBERM B EAES) -

the years.

The fair value measurement is based on the above properties’ ANFEAENHER LMY ESRTE
highest and best use, which does not differ from their actual AOFER(EREERRA®ZRIER) -

use.
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Notes to the Consolidated Financial Statements (Continued)
RE SRR AT (4E)

For the year ended 31 December 2016

HE-T—AF+-A=1+—HLEE

14. PREPAID LAND LEASE 14, FENLE

2016 2015
—E—XRF —ET—RF

RMB’000 RMB’000
ARBT ARETT

At beginning of the year F9)

Cost (D% 14,132 14,132
Accumulated amortisation 2T (948) (687)
Net carrying amount BREHE 13,184 13,445
Net carrying amount BREFE

At beginning of the year F4) 13,184 13,445
Amortisation B (261) (261)
At end of the year FR 12,923 13,184
At end of the year FXR

Cost AR 14,132 14,132
Accumulated amortisation RET (1,209) (948)
Net carrying amount BREFE 12,923 13,184
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For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

15.

INTANGIBLE ASSETS

15.

Computer software
ERBM
2016 2015

—E-X¥ —T-1F
RMB’000 RMB’000
ARETTE ARETT

BIEE

Franchise (Note) Total

Ehy L (D) At

2016

2015 2016 2015

—¥-AF “F-0F “¥-AF “T-IF

RMB’000

RMB’'000 RMB’000 RMB’000

ARSI ARETT ARMTR AR%TR

At beginning of the year REH

Cost B A - - 15,000 - 15,000 -
Accumulated amortisation KitEH - - - - - -
Net carrying amount BREFE - - 15,000 - 15,000 -
Net carrying amount REFE

At beginning of the year REY) - - 15,000 - 15,000 -
Additions NE 1,150 - - 15,000 1,150 15,000
Amortisation i (105) = (4,547) = (4,652) =
At end of the year RER 1,045 - 10,453 15,000 11,498 15,000
At end of the year RER

Cost %N 1,150 - 15,000 15,000 16,150 15,000
Accumulated amortisation g i (105) - (4,547) - (4,652) =
Net carrying amount REFE 1,045 = 10,453 15,000 11,498 15,000

Note:  The franchise right represents the exclusive right for operation and sk . AR —ERRRBRES

licensing of the business of restaurants in the PRC and beverage
kiosk in Shenzhen region with an international cartoon brand name.

MR BEREERER 2 BREN R
MEBDHHE - ARPRYEER SR
JEZHER -
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HE-T—AF+-A=1+—HLEE

16. DEPOSITS PAID, PREPAYMENTS AND 16. BEff&kE  FANREREME
OTHER RECEIVABLES kg

2016 2015
—E—XRF —ET—RF

RMB’000 RMB’000
ARBT ARETT

Non-current assets IRBEE
Deposits paid BEffES
- Rental deposits —HeRe 6,141 8,214
— Other deposits —HEize - 2,000
6,141 10,214
Current assets RBEE
Deposits paid [EENE:-& 5,089 2,750
Prepayments B A 19,491 19,607
Payment in advance for acquisition of WHEME - BE R&ER
property, plant and equipment FEtIE 719 5,012
Advances to suppliers AL EmE R 1,815 7,051
Other receivables (Note) H e U R IE (B RE) 25,852 19,932
52,966 54,352
Note: B EE
Included in the balance was input VAT receivable of approximately ERPEEN_Z—AE+_A=1+—BEK
RMB10,150,000 as at 31 December 2016 (2015: RMB10,751,000). Input VAT EEEREROARKE10,150,000L(=ZF—H
arose when the Group purchases products from suppliers and the input VAT F : AR¥10,751,0007T) - BRAEEEERE
can be deducted from output VAT on sales. AEEREERARBEERMES  WAREE
I B SHIE S BRI o
Except for VAT receivables which had no expiry date, all other receivables BRI £ i B BB RO FE B IEE RS - PTA HAb
were repayable either on demand or no later than 31 December 2016 and ERFBBRERERED I TER S —~ER
2015 respectively. —T-hAFt+ZA=+—RHEE-
The directors of the Company consider that the fair values of other RAREERR BARZZIEBNEELEERER
receivables, except for VAT receivables, which are expected to be recovered AR - FEER —F R E 2 H i E KR IE
within one year are not materially different from their carrying amounts (BREUEERIIN 2 AT EEEERETES
because these balances have short maturity periods on their inception. RER o
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BE—T—AF+-A=+—HILEE

17. INTERESTS IN AN ASSOCIATE 17. R—RBELQF 2ERE

2016 2015
—E—RF —ET—RF

RMB’000 RMB’000
ARET T ARETT

Share of net liabilities EIHBEFE (484) (484)
Goodwill 5k 600 600
Less: Impairment loss (Note) B OREEE () (116) -
- 116
Note: BEE
Impairment loss of approximately RMB116,000 was recognised for the year EEELOARE116,0007T B R E AR 5+
and was included in the share of loss of an associate (2015: Nil). ANELBERNRBER(ZE—R1F &) -
Details of the associate are as follows: i N = = il NI
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
B30I AR R AAREE FEEBER
GRS MR EEALR BAFE REEZROL  KE4E
Shenzhen Egoos Mobile The PRC, limited RMB10,000,000 30%  Operation and management
Internet Limited liability company of online sale in the PRC
RATBLBEBHEMARAA hE AK#10,000,0007C RPERSRERS HHE
BREFAR
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17.

18.

132

INTERESTS IN AN ASSOCIATE (Continued)

In the opinion of the directors of the Company, the above
associate is not material to the Group and the summarised
financial information is set out below:

17.

R— KB E DTz ()
AATEERA - LRBE DR
EEYFEXN  MHEREEMT :

2016 2015

—E—XRF —ET—RF

RMB’000 RMB’000

AR¥T T ARBTIT

Loss from continuing operations SEICEETE 2 B8 N/A (4,915)
Other comprehensive income Hiz2mhzs N/A -
Total comprehensive income (Note) EE BT (M) N/A (4,915)

Note:
The financial information of the associate is unavailable for the year, and the

directors of the Company considered the impact of it is not material in view of
the insignificance of the carrying amount of this associate.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

18.

B EE -

REFEZRGHERATNTBEN  MAL
AESERA  BRIZBEAANEEETE
R BEEBLTERE -

AHHEEESHEE

2016 2015

—E—REF —E—RF

RMB’000 RMB’000

AR¥T T ARETTT

Unlisted equity securities, at cost IELEMIRAFES - A 10,833 10,833
Less: Impairment loss B OREEE (4,081) -
6,752 10,833

The Group held investments in unlisted companies in the
PRC. 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.

An impairment loss of approximately RMB4,081,000 has been
recognised for the year (2015: Nil), as a result of a decline in
present value of its anticipated future cash flows estimated
by the management.

Jiahua Stores Holdings Limited Annual Report 2016

AEERFEFAENIFELTRANKR
B o A& IS B R 3% A A RUR E
(WAEIFE  AARAREZTRAR/AR
BER At EAYE -

BB R AR 4,081,000 27
FAER(ZZE—1HF | 8) BAKE
BEEMEBARKRSRENRE
Tk -



Notes to the Consolidated Financial Statements (Continued)
n'/j—\AEZI-ﬁQ#E%%MTEI(HE)

For the year ended 31 December 2016

BHE-_T—

19.

20.

NE+ZA=1+—HILFE

INVENTORIES AND CONSUMABLES

FERZFEm

2016 2015
—E-REF —hF
RMB’000 RMB’000
AR T ARETIT
Merchandise for resale HEER 49,944 59,495
Low value consumables RESFER 2,877 3,695
52,821 63,190
TRADE RECEIVABLES 20. EWEZERR

All of the Group’s sales are on cash basis except for certain
bulk sales of merchandise to corporate customers, rental
income receivables from tenants and provision of factoring
services. The credit terms offered to these customers or
tenants 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 six months.

Trade receivables were non-interest-bearing, except for trade
receivables from factoring services of RMB16,977,000 (2015:
RMB9,476,000) which bore interest at rates ranging from 6%
to 13% (2015: 12% to 13%) per annum.

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

BETRALEZTFPELNKERMH
£ BURARNES WA RK A RE
ERHF S HASN ZXEIFﬁﬁ%%
i’]Wﬁ%iﬁﬁ BETHEREER
EENEPHEENEESR— ﬂx
E E=AA - MR TREXBHZE
FREEH—RAS—EXEA -

BIRBREER 2 ARM16,977,000
T(ZZE—RF : AR¥09,476,000
T ZEWE SRR HC%ZE13%
ZE—RHF 12%=13%) ZF BB
O BB SRR BRE o

NEEZ EWE ZERIRHEE
BRE DTN T -

= H Hm

2016 2015
—E-XRF —h&F
RMB’000 RMB’000
AR¥ET T ARBTFIT
Within 30 days 30 2,611 2,812
31-60 days 31260H 2,397 79
61-180 days 612180H 14,667 9,562
181-365 days 181£365H 53 26
Over 1 year —FEPA 40 3
19,768 12,482
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20.

134

TRADE RECEIVABLES (Continued)

Impairment of trade receivables is established when 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 receivables are impaired. All of the Group’s trade
receivables have been reviewed for indicators of impairment.

Impairment losses in respect of trade 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 receivables directly. There was
no allowance for impairment loss as at 31 December 2016
(2015: Nil).

The aging analysis of Group’s trade 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:

20.

FEW & 5 Bk (AE)
HAEFBEBRBRASES AR
J& WK IR IR E F B = AT A B AR
R RIEERKESERAERE - R
PUNEESEDN NS i
RFBRRRENE Z RN ERED
BE - AREMBRKEZERFGE
a2 HERERR

FEWE 5 fR K 2 BB B 18 LA B B AR T
B RIFAEBRR/ERRZ AU E T
B REERT - REBEEER
B ZBRFME - R=_F—F
TZA=t—HYERAEBEEL
BH(-—Z—hF -\ -

RS B I A B SORE R s B
B HEEREN AR EERE 5K
FIRB AR ST AT

2016 2015
—E-XRE —ET—hF

RMB’000 RMB’000

AR%T T ARETTT

Neither past due nor impaired e HA ot Rl (B 19,675 12,453
1-30 days past due #HAI1Z=30H 1 -
31-180 days past due #HIB1ZE180H 52 26
181-365 days past due #HI1812365H 40 3
19,768 12,482

Trade receivables that were neither past due nor impaired
related to customers or tenants for whom there were no recent
history of default. Trade 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.
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20.

21.

TRADE RECEIVABLES (Continued)

The directors of the Company consider that the fair values
of trade 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.

CASH AND BANK BALANCES

20.

21.

FE U B 5 R (4R
ARREERR - ARKSHEBNE
ERTERANEE - R —F AR
B2 ERE SRR NP EEERE
B EEAER -

£ 4+
=]

RERBRITHER

2016 2015
—EB—REF —ET-RF
RMB’000 RMB’000
AR¥T ARETTT
Cash at banks and in hand RITNFERE 171,766 174,960
Bank deposits maturing within R=1& B RE| 2 A
three months RITER 135,098 106,987
Cash and cash equivalents for the RERERNEASR
purpose of statement of cash flows BLZ%EEY 306,864 281,947
Bank deposits maturing over R=1E A& BRI RITIF
three months 21,746 11,324
328,610 293,271

The Group had cash and bank balances denominated in RMB
of approximately RMB322,451,000 (2015: RMB285,976,000)
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 rates with effective interest rates at 31 December
2016 were 0.35% (2015: 0.35%) per annum. The other bank
deposits bore interest at fixed rates with effective interest
rates at 31 December 2016 ranged from 1.35% to 2.00%
(2015: ranged from 1.55% to 1.93%) per annum. They had
maturities ranged from 1 month to 12 months (2015: ranged
from 1 months to 6 months) and were eligible for immediate
cancellation without receiving any interest for the last deposit
period.

EEREERERAF

AEBUARETENR © RIRITH
#B%e B ANRE322,451,000L (=&
—RF : AR¥285,976,0007T) @ E
HRIE AR B 2 SROBEZE SR R BBUN B
B9 HINE B i PR I AR PR

RITHESRFEFE - NIEZHIET
GRAEE - EFRITFERIREE
R R-ZE—RFE+_A=+—H
B BEERENRA0.35E (T — R4 :
0.35/8) o HAMR1T1F 5% E & F| &
AR CRZBE—XREF+_A=1+—
BHEREMEN F1.35E=E2.00
E(ZZ—R%F : NF1.55EF1.93
[E) - BIEiEAR A —EAZE+ =@ A
—Z-—hF - @Am—E@AEXEA)T
% - AR RUREER T — BRTF SRR A B
RIE S TR EUY o
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22.

23.

136

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:

22.

FEA+ & 2 BR X

HEFELNEEH R BB0E60

B - BNEZERXRE

DTN :

R HHMRE

2016 2015

—E—XRF —ET—RF

RMB’000 RMB’000

AR¥T ARBTIT

Within 30 days 30HA 107,603 107,973
31-60 days 31260H 57,413 51,370
61-180 days 612180H 17,610 19,995
181-365 days 181£365H 2,860 1,512
Over 1 year —F Pk 6,983 8,156
192,469 189,006

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.

COUPON LIABILITIES, DEPOSITS RECEIVED,
OTHER PAYABLES AND ACCRUALS

23.

FESIES RER At - AEEZ
e B B RRFREERSR AE A FE

ZREHH -

RERE BWRE  HtE

NRERESHER

2016 2015

—E—RE —E—RF

RMB’000 RMB’000

AR®T T ARET T

Coupon liabilities =Z88E 11,866 10,647
Deposits received B i & 19,791 16,396
Other payables (Note) FAth A SR IE (BT 3E) 16,622 17,017
Accruals EETER 13,872 14,918
62,151 58,978

Note:  Included in the balance was other PRC tax payables, other than
PRC Enterprise Income Tax, of approximately RMB2,447,000 as at
31 December 2016 (2015: RMB1,612,000). Balance also included
the amounts received from (i) suppliers when they send promoters
to the retail stores and (i) staff when joining the retail stores of
approximately RMB2,460,000 as at 31 December 2016 (2015:

RMB3,523,000).
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qHE

23.

24.

25.

—E—RXF+ZA=1+—

BIEFE

COUPON LIABILITIES, DEPOSITS RECEIVED,
OTHER PAYABLES AND ACCRUALS
(Continued)

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.

AMOUNTS DUE FROM/(TO) NON-
CONTROLLING INTEREST OF A
SUBSIDIARY/A DIRECTOR

The amounts were unsecured, interest free and repayable
on demand.

DEFERRED TAXATION

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

23.

24.

25.

SEAE - EWERE  HituE
NRERESER(&R)

FIBREY /RS - At - AREZ
RERE BlERE  HMENFR
REERAREERRAERFELZ
B -

FEW, () FEBRBRR—F
EENE

BRARRAAERR - B2 RLBERE
% o

IEEBLIR
AT RAREE R AREE RIBER B
EFERRNTBREHBEERAE
EEREE -

Revaluation Available-  Undistributed
of investment for-sale profits of
properties financial asset subsidiaries Total
RE THnE WEARZ
MEEL tREE R EEH #5t
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETR ARET R ARET R
At 1 January 2015 R-E-R¥—A—H 12,256 - - 12,256
Deferred taxation debited to MRBERNELRE
the profit or loss (Note 9) (F37%9) 775 = = 775
At 31 December 2015 and R-Z—R%+_HA
1 January 2016 =t-8k
—Z-~¥-A—H 13,031 - - 13,031
Deferred taxation debited/(credited) to ~ #1% /(5 A ) 1258
the profit or loss (Note 9) ERER IR (F179) 2,650 (1,020) 2,000 3,630
At 31 December 2016 R-B-X
+=A= 15,681 (1,020) 2,000 16,661
EEFEEZERBRAT -z 558 137
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25.

138

NETZA=+—HILFE

DEFERRED TAXATION (Continued)

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 2016, the aggregate amount of temporary
differences associated with investments in subsidiaries for
which deferred tax liabilities have not been recognised totalled
approximately RMB284,000,000 (2015: RMB269,000,000), 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.

Deferred tax assets are recognised for tax losses carried
forward to the extent that realisation of the related tax
benefit through the future taxable profits is probable. As at 31
December 2016, the Group has estimated unused tax losses
of approximately RMB22,932,000 (2015: RMB11,523,000)
which were available for offset against future profits and are
subject to expiry period of five years as follows. No deferred
tax asset has been recognised in respect of the estimated
tax losses due to the unpredictability of future profit streams.
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25. DEFERRED TAXATION (Continued) 25. EELEFHIE(E)

2016 2015
—E—RF —ET—RF

RMB’000 RMB’000
ARET T ARETT

Expire in RATEEER
- 2016 ——F—RF - 273
- 2017 ——F—+tF 2,580 2,580
-2018 ——ZE—N\F 1,160 1,160
- 2019 ——F—NF 3,743 3,743
- 2020 ——E-FHF 3,767 3,767
- 2021 ——E-—F 11,682 -
22,932 11,523
26. SHARE CAPITAL 26. BAK
2015
—T—REF
Number of Number of
shares ('000) RMB’000 shares ('000) RMB’000
RHEE B E
(FB) AR®Fx (FR) ARBTT
Authorised: SETE ¢
Ordinary shares of Hong &R EE0.01/8 7T
Kong Dollars (“HK$”) ([T )RR
HK$0.01 each
At 1 January and R—A—BXR
31 December +ZA=+—H 10,000,000 97,099 10,000,000 97,099
Issued and fully paid: BRITREAR
Ordinary shares of HK$0.01 & E (E0.0178 7T 5
each Lk
At 1 January and R—A—BR
31 December +=—B=+—8 1,037,500 10,125 1,037,500 10,125
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27. RESERVES 27. &
The movements of the Group’s reserves for the year are AEBRFRAZFBEHERGEE
presented in the consolidated statement of changes in equity. =EEFKRET o
The movements of the Company’s reserves for the year are RABRFERZFEEEBEINNT -

set out below:

Share
Share option  Contributed Retained Dividend
premium reserve surplus profits proposed Total

Rfte® BEERG  SABR  RERN  RIBR it
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR  ARMTR ARBTR ARMTR  ARETR  ARMTR

At 1 January 2015 R-Z-15-A-H 252,478 24 67,848 2,974 21,165 344,489

Profit and total comprehensive £/ k2 A8

income for the year - - - 11,780 - 11,780
Dividend approved for 2014~ —B-MEZERERE = = = = (21,165) (21,165)
Proposed dividend for 2015 —E—RFEZHRRE - - - (13,176) 13,176 -

At 31 December 2015and  R-E-RE+=A
1 January 2016 =+-BRZE-7%
-A-H 252,478 24 67,848 1,578 13,176 335,104

Profit and total comprehensive &R FI R 2 AN EE

income for the year - - - 24,483 - 24,483
Dividend approved for 2015 —Z—RF 7B ERE - - - - (13,176) (13,176)
Proposed dividend for 2016 —F—AEZBHREE - - - (25,004) 25,004 -
Share option lapsed in 2016 —F—~E 7 kM RIE - (24) - 24 - -
At 31 December 2016 RZB-RE

+ZA=t-H 252,478 - 67,848 1,081 25,004 346,411
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27.

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.

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.

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.
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For the year ended 31 December 2016

BHE_T—

27.

28.

142

NETZA=+—HILFE

RESERVES (Continued)

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.

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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28.

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:

(@) 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.
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28.

144

SHARE-BASED COMPENSATION
(Continued)

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.

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).
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BE—T—AF+-A=+—HILEE

28. SHARE-BASED COMPENSATION 28. R AR (4E)
(Continued)
All share-based compensation will be settled in equity. The FIERMD MmN P EE -
Group has no legal or constructive obligation to repurchase NEEWEETE X TR TRESS
or settle the Options. EIEARAE -
The Options vest within one year from the dates of grant and BERLBHET —FANEE 2BR
then are exercisable within a period of four to five years. T EEBNERFHMA FITE -
Details of the Options granted by the Company pursuant to RZE—RF+_A=+—HARH
the Scheme and the Options outstanding as at 31 December IR Z 5T 81 5% B0 B8 AR e ) RAT (R
2016 were as follows: B REREEIBAT ¢
Number of Options
FREHA
Balance  Exercise
Balanceat  Granted  Exercised Lapsed  Forfeited at31  price per
1January duringthe duringthe duringthe duringthe  December share
Date of grant Exercisable period 2016 year year year year 2016 HKS$
i RZB-RE
“E-RE T2h =1
-A-H =t-A iR
&t 1 &t BT
Independent non-
executive directors
BUHES
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,666 - - (36,666) - - N/A
16 January 2016
Bty “5——F “E——¥-ATtH
—R+aA EIR5E
—-At7A
Mr. Al Ji 15 January 2011 17 January 2011 to 36,666 - - (36,666) - - N/A
16 January 2016
LREE “5——f “E——¥-ATtH
—R+aA EIR5E
—At:A
Employees of the 15 January 2011 17 January 2011 to 2 - - 2 - - N/A
Group 16 January 2016
A5EES “5——F “E——F-ATtH
—R+AA EIR5E
A
73,334 s - (1333%) S 8
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28. SHARE-BASED COMPENSATION 28. R0 AR (%)
(Continued)
Details of the Options granted by the Company pursuant to RZEBE-—RAFT_A=+—BEARH
the Scheme and the Options outstanding as at 31 December IRARZ 5T 815 H B0 B8 AR i e e R AT R
2015 were as follows: BRRERGIEET

Balance Exercise
Balance at Granted  Exercised Lapsed  Forfeited at 31 price per
January  duringthe  duringthe  duringthe  duringthe  December

Date of grant Exercisable period 2015 year year year year 2015

Sit:3
T2A
=t-A

it

Independent non-
executive directors
Bukufges
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,666 = = = = 36,666 090
16 January 2016
BikrE 2 2]
—-AthA tHHE-E-F
—A+7H
Mr. Al i 15 January 2011 17 January 2011 to 36,666 - - - = 36,666 090
16 January 2016
LREE “F——f ZE—5-4
—AthA tHHE-E-E
—A+7H
Employees of 15 January 2011 17 January 2011 to 2 = = = = 2 0.90
the Group 16 January 2016
A5EES & ZE—5-4
—AtaA tHHE-E-F
—A+7H

73,334 = = = = 73,334
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28.

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 vyield 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, no options were exercised (2015:
Nil) and 73,334 options were lapsed during the year ended 31
December 2016 (2015: Nil). No options were forfeited during
the years ended 31 December 2015 and 2016.

The number of Options exercisable as at 31 December 2016
is nil (2015: 73,334) and have a weighted average remaining
contractual life of nil (2015: 0.05 year).
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29. DIRECTORS’ REMUNERATION AND SENIOR 29. EE¥H MR ESREEAE#HMS
MANAGEMENT’S EMOLUMENTS

(@) Directors’ emoluments (@ =Z==E=M=
The emoluments paid or payable to the directors were BENSENESEZMeOT :
as follows:

Salaries,
allowance

and other Contributions
benefits in  to retirement

Fees kind schemes Total

e 2RR R
e HitEWAz T B st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥Tr AR%®TRn AR%¥TxR

2016 —E2-RE
Executive directors HITEE
Mr. Zhuang Lu Kun HEEmEE = - - -

Mr. Zhuang Pei Zhong &t %4 600 155 48 803
Mr. Gu Wei Ming BETRAL A 600 154 48 802
Mr. Zhuang Xiao Xiong &t/ 4 720 299 48 1,067
1,920 608 144 2,672

Independent non- BUFHTEE

executive directors

Mr. Chin Kam Cheung  $88#E6 4 125 - - 125
Mr. Sun Ju Yi BEERE 144 - - 144
Mr. Ai Ji Y ks 144 = = 144
43 = = 413
2,333 608 144 3,085
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29. DIRECTORS’ REMUNERATION AND SENIOR 29. EEFMESREEAEME

MANAGEMENT’S EMOLUMENTS (Continued) (&)

(@) Directors’ emoluments (Continued) (@ ESML(E)
The emoluments paid or payable to the directors were ENRENESZHMEMT !
as follows: (Continued) (#&)

REIEEES
allowance
and other ~ Contributions
benefits in  to retirement

Fees kind schemes Total

e RER RIK
we HbEmilR FEI Bt
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT AR%®TT ARET:

2015 —Z-5F
Executive directors HITEE
Mr. Zhuang Lu Kun R A = - - -

Mr. Zhuang Pei Zhong St %4 600 145 43 788
Mr. Gu Wei Ming BEEREE 600 155 43 798
Mr. Zhuang Xiao Xiong ~ HE/]ME %A 720 306 43 1,069
1,920 606 129 2,655

Independent non- BUFHTEE

executive directors

Mr. Chin Kam Cheung 48864 119 - - 119
Mr. Sun Ju Yi BEREE 144 - - 144
Mr. Ai Ji Thkak 144 - = 144
407 = = 407
2,327 606 129 3,062
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29. DIRECTORS’ REMUNERATION AND SENIOR 29.
MANAGEMENT’S EMOLUMENTS (Continued)
(@) Directors’ emoluments (Continued)
No directors of the Company waived any emoluments
paid by the Group during the year (2015: Nil).

No emoluments were paid to the directors of the
Company as an inducement to join or upon joining
the Group or as compensation for loss of office for
the year (2015: Nil).

(b) Five highest paid individuals
The five highest paid individuals of the Group included
three directors (2015: three) of the Company for the
year, whose emoluments are disclosed in note 29(a).
Details of the remuneration paid to the remaining two
(2015: two) highest paid individual who were members
of senior management of the Group, which fell within the
band of Nil — HK$1 million (equivalent to approximately
Nil - RMB895,000) are as follows:

EEFHRSREEAENS

(&)
(@)

(b)

EEMe(R)
FABEBARREZTHER
SEANTAME(=F—A
FE)-

FARNAREEL EESE
WE - ERBEINALEE
SRR DN B ) 228 ) o o B 4 (R
(ZE—RHF &) -

TEREHFMAL
FRAEBRAEZ &S HMA
THEREAAR=Z2(ZZT—1
F:ZR)ES FENHE
ERWE29@HE - FRNM
FTHRTITME(ZZE—RF : MW
B)EEFNAL(BAEES
BEBAB)NFHHN T
JLZ 1,000,000/ 7T (49 E R
AREZLE AREES895,000
JC) BB ¢

2016 2015
—E—RF —ET—RF

RMB’000 RMB’000
ARBT R ARETT

Salaries, allowances and benefits ¥4 - 2B REWAIZE

in kind 1,234 1,194

Contributions to retirement RRETEI R
schemes 64 58
1,298 1,252

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 (2015: Nil).
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For the year ended 31 December 2016
HE-_ZT—"FE+_A=+—HILEE

29. DIRECTORS’ REMUNERATION AND SENIOR 29. EE¥FMR=SREEAEMHS

MANAGEMENT’S EMOLUMENTS (Continued) (£8)

(c) Senior management’s emoluments () PEREBAEMNE
The emoluments paid or payable to three (2015: three) BEfNfgER=2(=2ZF—%
members of senior management whose emoluments F:ZR)aREBEKEZ
fell within the following bands: B F LA T 4R B -

Nil to HK$1,000,000 T IT£1,000,000% 7T
(equivalent to approximately (KWHEERARESZ TR
Nil - RMB895,000) AR #895,0007T) 3 3
30. COMMITMENTS 30. &I
(@) Capital commitments (@) EXREIE
The Group had the following outstanding capital REBBUTRXZNEREK
commitments: g

2016 2015
=EB-REF —T-AHF

RMB’000 RMB’000
ARET T ARETT

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

equipment 6,353 4,170
(b) Operating lease commitments (b) EEHEEFRNE
(i) Group as lessee (i) AEBEREEA
BE AR i R

The total future minimum lease payments under
non-cancellable operating leases in respect of
land and buildings payable to independent third
parties is as follows:

FREMERANKKE
ﬁﬁ*ﬁ_ 7 2 &K
B EmnT

2016 2015
—E—REF —E—RF

RMB’000 RMB’000
AR®T R ARETT

Within one year —F R 30,125 27,522
In the second to fifth years HF_FEZFERFE 73,120 85,234
After five years AFE 2,121 12,904

105,366 125,660
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BE—T - AFt-A=t—ALFE

30. 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:

30.

4 (&)

(b)

KEHEREEE)

(i)

AEBERAEA (E)
RIS AU 1 i R
FREHEANKRE
PRERER A R
T (R AEET)
BEEmERNBEER
AR MBEEESERS
RAsl([BEEER])
NSRRI T EEEE = i EE B
BHERAR([EERM
EDNREREMNZHE
AT

2016 2015

—E—XRF —ET—RF

RMB’000 RMB’000

ARET T ARETIT

Within one year —F R 17,757 22913
In the second to fifth years HFE_FEZERF 28,987 48,883
After five years HF% - 2,703
46,744 74,499

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.
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30. COMMITMENTS (Continued)
Operating lease commitments (Continued)

(b)

(ii)

Group as lessor

The Group sub-leases out a number of land
and buildings under operating leases. One of
the leases run for an initial period of ten years
and is cancellable with four months’ notice. The
rentals on this lease are calculated based on a
percentage of the relevant sales of the tenants
pursuant to the rental agreement. Contingent
rents recognised in the profit or loss during the
years ended 31 December 2015 and 2016 are
disclosed in note 7 to these financial statements.

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

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

30.

#4E (&)

(b)

KEREEER)

(i)

AEBIEAEBEA
AEERBLEHED
AZELHRETE o
E—HHEVNF A
B+ - WAl A BT
& A 38 "1 T LA o
LI EMME S TR
EpEE NEFEEE
ENBEOLEE - #HE
ZE-RFERZT—RN
F+-—A=+—8ItF
B FEEEERHNHA
e BRI EIREM T
THER o

AEERBEEHER
RxEME - N HY
RRNETF -

RETAREEEEHEE
FEMWIBILE =77 2 K2R
REHSEBOT :

2016 2015
—E—RF —ET—RF
RMB’000 RMB’000
AR%ET ARET T
Within one year —F R 7,561 7,785
In the second to fifth years HFE_FEZERF 23,305 29,502
After five years RFR 3,795 13,609
34,661 50,896
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For the year ended 31 December 2016
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30. COMMITMENTS (Continued) 30. A&IE(E)
(b) Operating lease commitments (Continued) (b) REHEHRIEGE)
(i)  Group as lessor (Continued) (i) AEBEALBEAGE)
The total future minimum lease receivables $E'< BRI HEE AR =
under non-cancellable operating lease from P ARIRPENS RAE TS
related parties, namely JH Real Estate and ﬁ)?ﬁ@?&ﬁﬁﬁ’i
BJH Group (2015: JH Real Estate), companies hF I EER
in which Mr. Zhuang Lu Kun and Mrs. Zhuang i@%)(ﬁ%@ﬂﬂ?&i&ﬂ
Su Lan, the wife of Mr. Zhuang Lu Kun, have EH T F’Eﬁf‘ﬁi
beneficial interests, are as follow: ET)HBEERER)
ZREREMNFKBEN
™
2016 2015
—EB-AF —T—HF
RMB’000 RMB’000
AR%T T ARETTT
Within one year —F R 2,923 730
In the second to fifth years 5 —FEFERHF 10,487 -
After five years hFE 11,327 -
24,737 730
31. RELATED PARTY TRANSACTIONS 31. BEALRS
In addition to those transactions and balances detailed 5?75\ HZEMBREREME DI 2R
elsewhere in these financial statements, the following RAEERIN - AN B A LT
transactions were carried out with related parties: Z?&% :
(@) Transactions with BJH Group (@) HAEEEEzZRS

2015
—E—RE —E—RF

RMB’000 RMB’000
ARET T ARBETT

Operating lease rentals Bt RIEFINE

payment in respect of land K& HEEHRES

and buildings (i), (i) (12,938) (13,248)
Operating lease rentals BT RIETHRS

arrangement in respect of ~ HEMHEEZTHE

land and buildings (if), (i) (5,510) (5,510)
Operating lease rentals BT RIEFHEE

income in respect of land HERS KA

and buildings (i) 776 —
Rental income arrangement 84 W A Z2HE (iv) 850 894
Utilities income arrangement 7K & & U8 A L5k (iv) 502 518
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=
ey

BAFE R R ML (AR

For the year ended 31 December 2016
BE-_T—A"F+-_A=+—HLEFE

31.

RELATED PARTY TRANSACTIONS
(Continued)
Transactions with BJH Group (Continued)

(a)

Notes:

(i)

(i

(ii)

(iv)

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
FHTRBEEEEBR AR (“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 BJH Department
Stores. Zhong Peng Zhan also consented that BJH
Department Stores 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.

As at 31 December 2016, the rental deposit paid by the
Group to BJH Group of approximately RMB3,037,000
(2015: RMB3,072,000) was included in the balances of
deposit paid, prepayments and other receivables of the
Group.

BJH Group (as lessor) entered into a sub-lease arrangement
with an independent third party (as tenant) to sub-lease
part of the retail stores which were rented by the Group.
BJH Group received the rental income and utilities income
as disclosed above on behalf of the Group. Pursuant to a
supplemental agreement dated 6 November 2006 between
BJH Group and the Group, BJH Group confirmed that
the Group was entitled to the rental and utilities income
as lessor from the independent third party commencing
1 March 2004. The rentals and utilities income were
determined in accordance with the terms of the underlying
agreements.

31.

TEHEZERERDF

BEAEALRS (&)

(@)

CEy]

(i)

(iv)

TEEE2ZRS (E)

R THAR f A 8 h ik 1N B
o

BEFESE(ERER)EET
BYE=7 (EREX)FILA
ExH WHEETHRAEE
TRREME - KRB £
BORSMEERAEIMIE
BEFEEEXNESMAX

BEBERNTHBEEEARA
AI([HIER] - ER%¥EE)H
BEESE(ERMES)AMEIL
AfAE-—TT-_FHPA=+N
A EE  aEEEER
EEEYE  BHA+RSE -
AT -F+— A+ A
Z-E—+tF+—A+HAE
e RETRBREGEESE
el B8 A-—ZTTNE=A
—BoOEREERE - PIBR
BEAEESBEH/EHYEMR
BEEAEGA - FBETR
EEEEREEEATIBES
N HEHRETEHS - ma
FEEEERRIFLAEEAERM
PRI AES -

RZFE—RF+=-_A=+—
B AEEMEEZEEEX
HrReReWABARKE
3,087,000t (=T —AF :
AR #3,072,0007T) * E&F
AREEERES - EARIEA
Ko H A FE UG IE 4 84k o

BEFESEER/BEAR—F
BYE=FERBEPAINLET
DR - HERAEEER
ML TEE - BEEEER
RERAREBWE XX FrRER
SRARRARBAEA - RiE
BEFESERAKEMATZA
HR-TERF+—AKRAN
WA - AEEEEER
AEERH-_ZZWNF=/—H
RERAE TS D RZBILE
= KEAEE R A BRI
A o BERABRBEATIR
R AR 15 o 0 AR E

T NFER 155



Notes to the Consolidated Financial Statements (Continued)
e HRRMIEE ()

For the year ended 31 December 2016

BE—T - AFt-A=t—ALFE

31. RELATED PARTY TRANSACTIONS

(Continued)

(b) Transactions with JH Real Estate
During the year, the Group leased properties from JH
Real Estate. The operating lease rentals payment was
approximately RMB3,628,000 (2015: RMB3,645,000).
The amounts were determined in accordance with the
terms of the underlying agreements.

As at 31 December 2016, the rental deposit paid by the
Group to JH Real Estate of approximately RMB606,000
(2015: RMB606,000) was included in the balances of
deposit paid, prepayments and other receivables of
the Group.

During the year, the Group leased properties to JH
Real Estate. The operating lease rental receivable was
approximately RMB730,000 (2015: RMB730,000).
The amounts were determined in accordance with the
terms of the underlying agreements.

(¢) Compensation of key management
personnel

31.

BMEALRS (&)
(b) HEERMENRS

(c)

FR - AEBREEREMER
B - REHASEHLBHA
R #3,62800T(—E—%
F: AR¥B,645,0007T) © #%
HEIRBEEBABZNERE

)'_:EO

RZE—R"F+_A=+—
B AEEREEEHES
NzHEeELSHOBARE
606,000 L(ZT—FHF : A
R #606,0007T) + E5F AXR
SEEMES  BARERE
fth FEURSRIE 45 £4 o

FR - AEEMEEEMWE
HAEmE - EREEREAR
& 4%/ ANR®730,0007T (=
T—HF . AR 730,000
TL) o e B RIBEEE R E

ZAFHETE -

FTEEEAEME

2016
—E—RE

2015
—ET—RF

RMB’000
ARETIT

RMB’000
ARBT R

Total remuneration of directors EE (KisE29 (@) REH AL
(Note 29(a)) and other member of TEEBAEM
key management Fhxaza
— Short term employee benefits —EHEERF 4,662 5,077
— Contributions to retirement — iR IRETEIE R
schemes 256 274
4,918 SRS
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e KRR (&)

For the year ended 31 December 2016

HE-T—AF+-A=1+—HLEE

32. STATEMENT OF FINANCIAL POSITION OF 32. ARAFBARREK
THE COMPANY

2016 2015
—E—RF —ET—RF

Notes RMB’000 RMB’000
P E AR®TR ARETT

ASSETS AND LIABILITIES BEERAE

Non-current asset kRBEE

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

Current assets REBEE

Amounts due from subsidiaries JEURI B A 7B 287,841 273,424

Other receivables H e U IR 16 15

Cash and bank balances IRE NIRTTEES 1,844 5,058
289,701 278,497

Current liabilities REBEE

Other payables and accruals Hi A FIE R ETE A 1,013 1,116

1,013 1,116

Net current assets RBEEZFE 288,688 277,381

Net assets EEEE 356,536 345,229

EQUITY s

Share capital R& 7R 26 10,125 10,125

Reserves HiE 27 346,411 335,104

Total equity AR 356,536 345,229

Zhuang Lu Kun Zhuang Pei Zhong
HEpE EAT 5
Director Director
o 2

FETEERERAT -z ~5e5 157



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

For the year ended 31 December 2016

BE—T—AE+-A=+—HILEE

33. INTERESTS IN SUBSIDIARIES 33. RAHEQFARERE

Details of the subsidiaries are as follows: B ARGFENT :

Place of incorporation/ Particulars of

establishment and issued share/paid-up Percentage of interest  Principal activities
Company name legal form of entity registered capital held by the Company  and place of operations
ANAREREAD
FMRL/ BETRA/ Directly Indirectly
AEER RYBHREEARR BHREMERFHE E# B IEXBREELY
Forever Prosperity International Company ~ British Virgin Islands, limited ~ US$20 100% - Investment holding in
Limited liability company PE Hong Kong
YRERARAT ZERAES BRRAAA REBETRAER
Ding Xin Investment Company Limited Hong Kong, limited liability ~ HK$0.1 = 100% Investment holding in
SHREERARA company 013 Hong Kong
&5 ARELEAT REBETRAER
Heng Run Xin Investment Hong Kong, limited liability ~ HK$10,000 = 100% Dormant
Company Limited company 10,0007 TEEL
EERREARAR &5 ARELEAT
Shenzhen Ding Xin Department Stores The PRC, limited liability RMB5,000,000 = 100% Dormant
Company Limited company ARE5,000,0007 eSS
MIEHEERERAR hE - AREERA
Shenzhen Baijiahua Commercial The PRC, limited liability RMB10,000,000 = 100% Dormant
Investment Management Limited company AR 10,000,007 TREK

ATEEERZREEEARAT B ARREAH

Shenzhen Qianhai Baijiahua Commercial  The PRC, limited liability RMB50,000,000 - 100% Commercial factoring in
Factoring Limited company AR 50,000,0007C the PRC
TR EEEREREARLT hE - AREAAR RPEETRERE
BJH Department Stores The PRC, limited liability RMB220,400,000 - 100%  Investment holding
AIMBEZRERRAT company AR %220,400,0007C and operation and
hE - AREMAR management of retail

stores in PRC
RAEETREER R
GRRERTENR
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e M IRR MR ()
For the year ended 31 December 2016
HE-F-AF+-A=t+-BLEE

33.

INTERESTS IN SUBSIDIARIES (Continued)

Details of the subsidiaries are as follows: (Continued)

Company name

LAER

Guangxi Baijiahua Department Stores
Company Limited
ERAEEREARAA

Yunnan Baijiahua Department Stores
Company Limited
ERALEARARLT

Shenzhen BJH Network Technology
Limited (Note (i)
AImEEZRENRAR R ()

Shenzhen Qianhai Baijiahua Beverage
Management Limited (Note ), (i)

MITREREEERERERAT
(GERI0)

Place of incorporation/
establishment and
legal form of entity

it/
RUBSREE AR

The PRC, limited liability
company
e BRAFAT

The PRC, limited liability
company
e BRAFAT

The PRC, limited liability
company
mE - BRAFAT

The PRC, limited liability
company
e BREFAT

Particulars of
issued share/paid-up
registered capital

ERTRE/
BAREREARR

RMB10,000,000

AR 10,000,000

RMB10,000,00
ARH10,000,0007T

RMB5,000,000

AR 5,000,000

RMB5,000,000
ARH5,000,0007

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

the end of the year.

Notes:

(i) During the year ended 31 December 2015, the Group incorporated
the subsidiaries, Shenzhen BJH Network Technology Limited (%
B EEMERIFLBR AT and Shenzhen Qianhai Baijiahua
Beverage Management Limited (RYITTATE B EEERERERA

7)) respectively.

(i) During the year, the Group acquired additional equity interest of 5%
in Shenzhen Qianhai Baijiahua Beverage Management Limited (%
N RE B EEZLRERLFRAR) from the non-controlling equity
holder at a consideration of approximately RMB250,000. The
difference between the consideration and the carrying amount of the
net assets attributable to the additional interests in the subsidiary
being acquired from the non-controlling equity holder has been dealt

with in the other reserve.

EEREERERAF

33.

FA B8 2 R AR R (4)
MEBARFBEMT ()

Percentage of interest
held by the Company

AAARRREE
Directly Indirectly
E# }:3

= 100%

= 100%

= 100%

= 100%

(2015: 95%)

(Z2-1%:
95%)

Principal activities
and place of operations

IRRBREERY

Operation and
management of retail
stores in the PRC

RYBLEHERTER

Dormant

LEXH

Operation and
management of online
sale in the PRC

RPERERERA -
#E

Operation of restaurant
and beverage kiosks in
the PRC

RYBLEEERLRE

LB ARNMERRDATEE
PIRER,/ SEBGFEREBEEL
ERREIMEFMBERAAEZ

RER - BHENE R BBITERNER

S s
g ©

B aE -

(i)

(ii)

HE-Z—AF+A=+—HILF
B - NEE 5 R GRS B A RR
B EE@ER AR E R
MANEEEEEREEFRAF -

FR - AKERIFERERFTE AR
BRYTAEAEEEREEAR
RAG%BINENE REHRBARYE
250,0007T ° [MIFER SR A A WE
MERRMBRIMEREENRERLE
EFEREELHANERER EMFH

BhERE -

2 NEEH
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R PR R M ()

For the year ended 31 December 2016

BHE_T—

34.

160

NE+T_A=+—HILLEFE
DISPOSAL OF A SUBSIDIARY IN PRIOR 34. EFHENBAT
YEAR
During the year ended 31 December 2015, the Group entered REEZT—AF+ZA=T—H1
into an agreement with FIIHHBERFEEREAF], an FE o REBEBIE =RV
independent third party, to dispose of 90% equity interests in SERMRERARG L HEHE - ALE
Shenzhen Baijiahua Yunshang Limited (“Baijiahua Yunshang”), AR EEEEHEEARAR( A
which is principally engaged in wholesale of consumables, at EEEF])Z0%MKHE - AEEEE
a consideration of approximately RMB90,000. The disposal FEREMBEIFER 1&@”‘32%%’])\&
was completed on 28 December 2015. After completion of #90,0007T - HEBR_T—HF
the disposal, Baijiahua Yunshang became an available-for- F+TZAZFNHEK - TR HER -
sale financial asset of the Group with 10% effective interests AEEEPNAAEE A HEES
held by the Group. BEE  AEEFE10%ER#EE °
RMB’000
ARET
Inventories FE 985
Trade receivables FEWE 5 BR X 9,209
Deposits and other receivables Ze RE MR RIE 5,860
Cash and bank balances Re RIRITERR 5,197
Tax recoverable AU eI R IE 301
Trade payables FETE 5 8RN (20,445)
Other payables and accruals HAERRIE R ERTE A (780)
327
Fair value of retained interest which became RAEAHEESMEE 2 REED
available-for-sale financial asset ~NFE (33)
Loss on disposal of a subsidiary HENB AR ZEIE (204)
Cash consideration ReRE 90
Net cash outflow arising on disposal: HEELENRERH EE
Cash consideration RERE 90
Cash and bank balances disposal of HERE KIRITEHE (5,197)
(5,107)
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;NT\AHZti‘ZﬂF&%:ZBﬁ? I\E

For the year ended 31 December 2016

BHE-_T—

35.

NE+ZA=1+—HILFE

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.

Itis 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:

35.

B EREER A VETE

AEBAEBABEHLE RREXEH
ERESMTAmMESVBRR - M5
RermsRR(2EEERR R
MERER)  FERRIESHE SR

A
TR

o

BRI af%ﬂﬂ$%%@%ﬁ5%%ﬁ i
HEEETYIAE -  EEFBRERZ
IEEALE T—;—i%ﬁﬁLﬂﬁiﬂ” %F%T\
miZRAR - BEANKEREHERHR
e RPemMIRE N EXER
REELEFELORER -

AREE 2 BRI FARH DB B
NEeMIAEEE - AEBFEHRE
Kmilﬁﬁﬂ N\DREHQD—F °

(i) =HEEREMEERR
R BRRKRENEBAT
MEELASREBERENZER
(ER NN

2016
—E—RE

2015
—REF
RMB’000
ARETT

RMB’000
ARET T

Financial assets: SEMEE

Loans and receivables B R RN GIE

— Cash and bank balances — IR NIRTaES 328,610 293,271

— Trade receivables — RN E SRR 19,768 12,482

— Amount due from non-controlling — J& i — Rt B A 7

interest of a subsidiary El i g T - 250

— Other receivables — H b fE U F A 25,852 19,932
374,230 325,935

Available-for-sale financial assets: At HELREE :

- Unlisted equity investments —JE ETIRARIRE 6,752 10,833
380,982 336,768
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RE SRR AT (4E)

For the year ended 31 December 2016

HE-T—AF+-A=1+—HLEE

35. FINANCIAL RISK MANAGEMENT AND FAIR 35. MBEABREERQAFEE

VALUE MEASUREMENTS (Continued) (%)
(i)  Categories of financial assets and liabilities i) =RMEERZREEHEH
(Continued) (#&)

2016 2015
—E-XRE —ET—hF

RMB’000 RMB’000
ARBT ARETT

Financial liabilities: SRIBME
Financial liabilities measured at BB HEKNAFTEC SR
amortised costs afE

— Trade payables —ERESER 192,469 189,006

— Other payables and accruals — H Ath EAS FRTE K BT RRIE 30,494 31,935

— Amount due to a director —EN—REEHIE 59 59
223,022 221,000

(i)  Foreign currency risk (i) IMNEEER

EEBESRIAZ AF(E
SRKR SR ERNEREE)
R B E R o

Currency risk refers to the risk that the fair value or
future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

The Group has operation in the PRC so that the i%?i%%%ﬁ F R
majority of the Group’s revenues, expenses and cash ?Nj(ﬁgﬁ ”&%; Eﬂii)}b'ﬁ%
flows are denominated in RMB. Assets and liabilities of ﬁigi/;j FA/\EMEHE ° K%
the Group are mostly denominated in RMB and HKS. K@?QE&%%MAEM&
Any significant exchange rate fluctuations of foreign ABILEHE 9|\M{D“/\E%E@E
currencies against RMB may have financial impact to %ﬁuﬁ{i{aik;&iﬁfﬂﬂgééﬁ
the Group. REBEBRHBZE -
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For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

35. FINANCIAL RISK MANAGEMENT AND FAIR 35. BXEREERLAFEFE

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 AINERHERNEEEEIN
HAREBNERERE TR
EHHE - AKEREEH
AEZTNIERER

2016 2015
—E—RF —ET—RF
HK$’000 HK$’000
BETT BEET T
Financial assets: SREE
Cash and bank balances He MIRTTAER 6,828 8,610
Sensitivity analysis BBEDN

As at 31 December 2016, if RMB had strengthened by
5% against HK$, with all other variables held constant,
post-tax profit for the year and, retained profits would
have been approximately RMB331,000 lower (2015:
RMB347,000 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
2015 and 2016.

The policies to manage foreign currency risk have
been followed by the Group since prior years and are
considered to be effective.

RZTE—RE+=A=+—
H: - WARBKEBITHE
5% MAABEMEERTE -
FABBEFNRRE BN EE
BRENESENEBEERE
ERFELREMRADHOAR
#331,000C( ZFE— R F -
B AR #347,0007T) ©

HAEREGERTE - ARE
HAETERNTERERA D
HAKEF AR RN M RE
R £ X AR ARREE 6
MRITRAZE -

P e A R R AR SR AR LA
EZFT-RFER-FTAF
TZA=+T—HLEFEHBR
RAEOGRED T PIRAE
I

AEE-EHErRABEFREERE
SMNERBRHIBER - YR BEEA
B
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BE—T AFt-A=+—HLFE

35. FINANCIAL RISK MANAGEMENT AND FAIR 35. BXEREERLAFEFE
VALUE MEASUREMENTS (Continued) (4&)

(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.

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 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 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.

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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RE SRR MEE (4E)

For the year ended 31 December 2016

BE—T—AF+-A=+—HILEE

35. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(iv)

Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Group’s exposure to interest rate risk mainly
arises on cash and bank balances. 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.

A reasonable change in interest rate in the next twelve
months is assessed to result in immaterial change in the
Group’s profit after tax and retained profits. Changes
in interest rates have no impact on the Group’s other
components of equity. The Group adopts centralised
treasury policies in cash and financial management
and focuses on reducing the Group’s overall interest
expense.

Liquidity risk

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.

BEERBEERQVENE

()

(iv)

(v)

ARSI
MEREBRESRTANATE
SREREHNT B ERES)
TR EN RO o

AEEEHNMERREZR
Re RIRTHRBESL - AKE
WERBERITET RGOS
LRI R R o AN SR B3
EEEMNEREROBR

HRARRT—EAMELERS
BEE) B TEHAKER
B A MR AR E X
B o FMREEHHAEEES 2
HpERED WELE - A&
E iR & N A BUE IR BR AR R
EBREK  ZERREARE
ERNSMAX -

RBEEER
mBETRREAREELR
TEERITAAZNRER - &
SEBENENE SRR LE
MBEABEARRERSRER
EHHRBDESRAR

AEENBRRERTERE
NMIRITHESR - WERSE 2 AR
BHEEESHE - AKHEHM
MENE KB TP WA
T ARAREFEM  AKHE
HEER Al AR REHEITEE]
HARA TS A HE o
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BE—T—AE+-A=+—HILEE

35. FINANCIAL RISK MANAGEMENT AND FAIR 35. MBEBMEERAFETE

VALUE MEASUREMENTS (Continued) (#8)

(v)  Liquidity risk (Continued) (v) RBEEREBE(E)
The liquidity policies have been followed by the Group AEE-ESRABEFEAMR
since prior years and are considered to have been BESHR  URAHHER
effective in managing liquidity risks. mENE R EEBKK -
Analysed below is the Group’s remaining contractual RNTAMAREER_T—H
maturities for its non-derivative as at 31 December FRZFE—RFTA=T—
2015 and 2016. When the creditor has a choice of HHEETESRIBEN RGBS
when the liability is settled, the liability is included on HWRNERRR - HEE A RE
the basis of the earliest date on when the Group can BITABENERE  BEEAE
be required to pay. Where the settlement of the liability Al EREFNRFEAH
is in instalments, each instalment is allocated to the AR - ERRESHEE - Al
earliest period in which the Group is committed to pay. DN ROEEREEAHE

T RFHM -

Total Repayable

contractual within one

Carrying undiscounted year or on
amount cash flows demand

BRRME —FR

FEE HREREAE FEEREE
RMB’000 RMB’000 RMB’000
ARBTRE  AR®TR  ARMTx

At 31 December 2016 R-ZB—XRE+=-B=1+-H

Trade payables BB SRR 192,469 192,469 192,469
Other payables and accruals HiENZIERESER 30,494 30,494 30,494
Amount due to a director EN—REERIE 59 59 59
Total Fa 223,022 223,022 223,022
At 31 December 2015 R-Z-RF+-A=1+—-8H

Trade payables ENE SRR 189,006 189,006 189,006
Other payables and accruals HipENRIBRIESER 31,935 31,935 31,935
Amount due to a director EN—ZEEHIE 59 59 59
Total @t 221,000 221,000 221,000
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35.

36.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(v)  Liquidity risk (Continued)
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.

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 2016 amounted to approximately RMB591,581,000
(2015: RMB563,872,000), in which management considers as
optimal having considered the projected capital expenditures
and the projected strategic investment opportunities.
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37.

168

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 for the
Yulin Store in July 2011.

In October 2012, the Group has commenced legal proceedings
against Yulin Hongyuan and its related company 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 its related company. The Group further claimed
a sum of approximately RMB1,669,000, being penalty for
breaching the agreements and the costs of the proceedings.

In December 2012, Yulin Hongyuan and the related
company 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.
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37.

LITIGATIONS (Continued)
Guangxi Yulin Store (Continued)

In October 2013, the court has announced its judgement
that the Group was required to bear the alleged damage
to the related company of Yulin Hongyuan with a total of
approximately RMB678,000; the related company of Yulin
Hongyuan 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 the related
company of Yulin Hongyuan with a total of approximately
RMB60,000; the related company of Yulin Hongyuan 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. In August 2014,
the Group has lodged application for compulsory execution
of the decision by the court.

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.
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37.

170

LITIGATIONS (Continued)

Guangxi Yulin Store (Continued)

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. 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 the related
company of Yulin Hongyuan 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. The related company
of Yulin Hongyuan lodged appeal to the court immediately.
The legal proceeding has been processed by the court in
November 2016 and is still in trail up to the end of the reporting
date.

The directors of the Company are of the view that, as pursuant
to legal opinion from the Group’s legal advisor, all deposits
and prepaid rent and management fees of an aggregate
amount of approximately RMB4,173,000 should be refunded
to the Group from Yulin Hongyuan and its related company.
Provision of counterclaims of alleged damage granted by the
court of approximately RMB60,000 to the related company of
Yulin Hongyuan was made for the year ended 31 December
2016. No impairment loss on deposits and prepaid rent
and management fees was made and these amounts were
recorded under current assets-deposits paid, prepayments
and other receivables as at 31 December 2016.

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 2016.
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FIVE-YEAR FINANCIAL SUMMARY

L EHBEBRE

RESULTS

3

Year ended 31 December
BE+t-A=t-HLEE
2013 2014 2015 2016
=% —mE  —ET-hF

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT ARETT ARETR

Revenue A 835,354 846,155 821,249 839,674 728,903

Cost of inventories sold BEFERAK (565,700) (563,690) (556,965) (579,767) (468,950)

269,654 282,465 264,284 259,907 259,953

Other operating income H 48U A 70,377 62,325 74,949 66,169 69,992

Increase in fair value of ?xﬁ%%

investment properties AEEEM 31,450 10,000 7,000 3,100 10,600

Selling and distribution costs HE R KA (231,341) (233,248) (213,675) (214,561) (216,943)

Administrative expenses THAX (38,052) (39,177) (42,222) (43,887) (54,047)

Other operating expenses Hih& ey (3,036) (11,772) (10,317) (5,237) (4,911)

Finance cost Eﬁ%ﬁm (1,114) 3, 707) (1,238) (13) -

Share of loss of an associate il NGl g - (2,009) (1,475) (116)

Profit before income tax BRET{S T ALE A 97,938 66,886 76,772 64,003 64,528

Income tax expense FERAX (25,650) (21,508) (18,116) (18,414) (23,393)
Profit/(loss) attributable to: T ALEERE,/

(Eﬂ@ :

- Owners of the Company RRERFAA 72,288 45,378 58,656 45,600 41,306

- Non-controlling interest *3H PRAR R 2 = = = (1) (171)

72,288 45,378 58,656 45,589 41,135

Dividends &5 29,258 20,854 21,165 13,176 25,004

Earnings per share BRAM RMBAR®  RMBAR% RMBAR® RMBAR®  RMBARMY

- Basic —-EX 6.97 cents??  4.37 cents?  5.65cents?  4.40 cents?  3.98 cents7

- Diluted —#% RMBAR®  RMBARE RMBAR®E RMBAR® RMBARX

6.97 cents?

4.37 cents?

5.65 cents”  4.40 cents?

3.98 cents %

FEFEEREBRAT —z—resn
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Five-Year Financial Summary (Continued)
FFEMBEHE(E)

ASSETS AND LIABILITIES EEREE

As at 31 December
R+t=A=t+-H
2012 2013 2014 2015 2016

—T-=% ZET-MFE —T-1F ZB-xF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT AR%ETR

Total assets BEE 931,755 906,511 930,596 835,790 875,313
Total liabilities BaE (446,910) (405,546) (391,398) (271,918) (283,732)
Net assets BEFE 484,845 500,965 539,198 563,872 591,581

Note: MEE -

1. The results for year ended 31 December 2016, and the assets and liabilities 1. HE-T—R"F+=-A=T-—BLFEHE
as at 31 December 2016 have been extracted from the audited consolidated B URR_E—RNE+_A=+—HWEE
statement of comprehensive income and audited consolidated statement of FBE R MmEM SRRk ECSE NECCE67TH
financial position as set out on page 65 and pages 66 to 67 respectively, of the R EZITZES 2 E NS R R EZGTEA R
financial statements. WK o
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