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Corporate Information (Continued)
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Location of Jiahua Stores

and Shopping Malls
TEFpEREBYHOMIEE

&P
Guangxi

9O
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HFE=7 Dongguan Haikou
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CHAIRMAN’S STATEMENT
EERWE

Global inflation is the main feature of the world economy in 2022. The
turbulent factors in the world order such as the Ukraine crisis, the
impact of the pandemic, and the tension of great powers have played
a role in global inflation, and the economies of all countries have been
affected. Based on estimates, the world’s average consumer price
index has been increased by 8.8% in 2022, a substantial increase
compared with the growth rate in 2021. Except the relatively stable
prices in China, the inflation rates of the world’s major economies and
regions have increased significantly. The annual average Consumer
Price Index (“CPI”) growth rate of the United States was about 8.1%,
the Eurozone was about 8.3%, the emerging European economies is as
high as 27.8% in 2022, the Africa, Latin America and the Middle East
was about 14%, and the Asian emerging economies was about 4.1%,
and inflation levels generally rose sharply around the world. In fact,
three major factors have pushed up global inflation, and the Ukraine
crisis has played a major role in promoting the global inflation. Russia
is a major exporter of oil and natural gas, and Russia and Ukraine are
also major food exporters. The Ukrainian crisis has caused turmail in
the world peace and economic situation, and has rapidly pushed up
international energy and food prices, resulting in inflation. The changes
caused by the pandemic and the tension of great powers were other
factors pushing up global inflation. The supply chain interruption
caused by the pandemic is gradually recovering, but the pandemic has
improved the safety attributes of some materials and supply chains.
The reconfiguration of supply chains from an emphasis on efficiency to

Zhuang Lu Kun #EBE
Chairman EE £
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Chairman’s Statement (Continued)
EEREE (B

an emphasis on safety and politics raises the cost of supply, driving up
prices. The impact of the pandemic has also reduced the labor force in
many countries, resulting in tight supply in the labor market and rapid
wage increases, further pushing up inflation. In addition, driven by
purchase demand, countries around the world have gradually released
pandemic prevention and control policies since 2021, and the shrinking
demand caused by the pandemic has gradually begun to recover.
Since the recovery of supply is slower than the recovery of demand,
inflation has increased.

In 2022, China’s economy is facing the pressure of demand
contraction, supply shock, and deteriorating prospects. The
contribution of actual consumption to economic growth has weakened
significantly; the industrial growth rate has fallen back to the level
before the pandemic, and the recovery of the service industry has been
hindered by the disturbance of the pandemic. Structural differentiation
is obvious. During the year, domestic economy has experienced
strong impacts from multiple internal and external factors such as the
COVID-19 pandemic and the Ukraine crisis. However, with the effective
pandemic control and robust economic and social development, there
was a number of policies to stabilize the macroeconomic market.
From the perspective of driving force for economic growth, due to the
impact of the pandemic, the contribution rate of actual consumption
to economic growth has significantly weakened, the growth rate of
total retail sales of social consumer goods has become more volatile,
and the proportion of residents’ basic consumption and online retail
sales has been relatively high. Second, the decline in real estate
investment continued to expand, and manufacturing investment was
resilient to rapid export growth and support policy, which together with
infrastructure investment drove the growth of fixed asset investment.
Third, net exports have stimulated economic growth. However, as
the global economic growth slows down and the export trade falls,
the year-on-year growth rate of foreign trade imports and exports
has declined. From the perspective of production, the growth rate of
China’s industrial economy in 2022 has fallen below the level before
the pandemic; the service industry was disrupted by the pandemic and
the recovery was hindered as the structure was differentiated.
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Chairman’s Statement (Continued)
EERWME (B

With the improvement of the living standards of Chinese residents,
the market size of the retail industry continues to grow. On one hand,
it has benefited from the improvement of economic growth level and
the increase of residents’ disposable income; on the other hand, in
recent years, residents’ consumption expenditure has focused on
product quality, brand and experience. Consumers tend to choose
big brand products and pursue personalized product services.
Therefore, high-quality, personalized and differentiated consumption
will be the development trend of the retail industry in the future. In the
field of e-commerce, community convenience stores are emerging.
China’s supermarket chains have gradually developed from traditional
hypermarkets to multiple formats, and their business scope has further
expanded to convenience stores, supermarkets, maternity and baby
product stores etc; unmanned retail formats represented by unmanned
convenience stores capture consumers need and comfort, and new
retail models are constantly being explored; at the same time, the
innovation of travel modes represented by shared bikes is becoming
an important part of new retail format. Traditional convenience stores
combine the advantages of mobile payment and online delivery to
provide convenient services. In economic globalization, the cross-
border e-commerce industry has gradually become the main carrier
of international trade and is accepted by consumers. Under this
background, the scale of the country’s cross-border e-commerce
market continues to expand. With the rapid development of
e-commerce, China’s online retail scale is also growing steadily. The
scale of online retail is growing rapidly, reaching RMB13.79 trillion in
2022. Among them, the brand chain retail model has the advantages
of high profit margin, high turnover rate and strong risk avoidance
ability, and driven by the preference of internet shopping consumers
and the increase in demand for online retail, it will have a large room for
development in the future.
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Chairman’s Statement (Continued)
EEREE (B

In 2022, 366 shopping malls with a volume of approximately 32.68
million square meters will be opened throughout the year. As of 31
December 2022, there are 5,685 shopping mall projects nationwide,
with a volume of 503 million square meters. The reduction in the
number of openings was caused by the impact of the pandemic, and
it reflected the fierce market competition and the gradual slowdown
of the growth rate in the industry. In terms of regional distribution,
the opening projects in 2022 are still concentrated in the east. East
China topped the list, accounting for more than 40%. The number
of openings in South China accounted for 18%, and Guangdong
Province accounted for more than 70%, concentrated in the three
major cities of Guangzhou, Shenzhen, and Foshan. Hainan’s business is
active, and duty-free shopping on Hainan’s outlying islands continues
to be hot, boosting the development of commercial real estate. The
newly opened projects distributed in urban commercial lines, the
concentration of high-tier cities is higher than that of low-tier cities,
which are still the main commercial market, and the overall structure
of cities at all levels remains stable. For projects opening in 2022, the
area of 50,000 to 100,000 square meters was still the mainstream,
and the proportion of the area of 150,000 to 200,000 square meters
was increasing significantly. Small-scale projects of 30,000 to 50,000
square meters have maintained a year-on-year growth trend. The
capabilities and resource advantages of large-scale enterprises in the
field of commercial real estate have become more and more obvious.
The proportion of their new projects continues to increase. In the
era of pursuing business quantity, the operations of the market are
accelerated, and the cycle of business replacement is accelerated.
In this context, size and quantity businesses move together. In 2022,
stock renovation projects began, involving parks, industrial plant
renovations, old mall renovations, unfinished projects revitalized,
hotels transformed into shopping malls etc. Some old properties
have undergone creative renovations, they are new shopping malls
with brand new commercial check-in places. With the changes in
people’s lifestyles and consumption patterns, the advantages of open
blocks are becoming more and more obvious. Compared with box-
type malls, they have more space to play, and can integrate different
time slot, themes, scenes, exhibitions, events, markets, and park-like
spaces. Integrating multiple content into one and becoming the new
social home for young consumers. In 2022, while the newly opened
shopping malls are competing with the first store and new stores, a
wave of sports experience has emerged. Under the upsurge of national
sports and fitness, major shopping centers have increased their sports
business.
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Chairman’s Statement (Continued)
EERWME (B

BUSINESS REVIEW

During the year, the persistent pandemic has affected traditional
department stores which faced unprecedented pressure, with the
continuous closure of stores by retail giants in most city area. The retail
business has been recovering. The impact upon the operation in the
retail industry posed by the surge of e-business gradually surfaced,
not to mention the effect brought by high rents, high wage and other
rising costs. Due to unfavourable business environment, the Group has
performed fair operating results.

Retail industry was generally operating under difficulties. Despite the
negative factors, the Group has made changes to its operation and
recorded a fair operating result. For the year ended 31 December 2022,
the Group has recorded revenue of approximately RMB335.3 million,
representing a YOY decrease of approximately 22.8%. Gross profit
from direct sales was approximately RMB14.8 million, representing an
YOY increase of approximately 4.0%, and loss attributable to owners
of the Company was approximately RMB107.9 million, representing
an YOY increase of approximately 7.8%, mainly attributable to the
provision of impairment loss on existing loss-making retail stores.
Revenue decrease was principally attributable to the general decline in
consumption spirit in the society during the pandemic. Sales of goods,
commissions from concessionaire sales, rental income from sub-
leasing of shop premises, rental income from sub-leasing of shopping
malls, interest income from financing services and rental income from
investment properties were all decreased.

The group reformed its operations, reorganized the internal structure of
its flagship stores, implemented an operational responsibility system,
and streamlined business processes. In terms of cost reduction, the
headquarters staff structure was adjusted to reduce the pressure on
the group’s funds.
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Chairman’s Statement (Continued)
EEREE (B

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 retail industry in 2023. 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-industries development will be a main stream in
retail sector. The China retail market will be highly consolidated into
various large operators to make use of its corporate marketing power
and ability, and to increase the market competitive strength.

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

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

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

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
29 March 2023
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

EEREEEEAEHE

DIRECTORS

Executive Directors

Mr. Zhuang Lu Kun (3£ #), aged 62, 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 28 years of experience in the retail industry. He had
served as a honorary deputy chairman of Shenzhen General Chamber
of Commerce (7% I T 42 75 &), a committee member of Guangdong
Province Committee of Chinese People’s Political Consultative
Conference (I 1 & W & Z B &), a member of the China General
Chamber of Commerce (# B 7 2 Bt & & ), a deputy chairman of
Shenzhen Private Entrepreneur’s Chamber of Commerce (F3IITH R &
EZREE), a deputy chairman of Shenzhen Franchise Association ()%
NHZE/ETEBE), and a honorary chairman of Shenzhen Baoan
General Chamber of Commerce (5% JII B % [& 42 7 € ). Mr. Zhuang
graduated from Guangdong Administrative and Management College
(& ® 17 B 2 Bt ) majoring in modern management in July 1999, and
obtained the Master of Business Administration of senior management
from the Sun Yat-sen University ( # L KX £ ). He also received the
award of “Paragon of Work” of Guangdong province (/& 3 & 4 8 #E
E3FE5%) in May 2003 and the award of Outstanding Staff Care Private
Ownership Entrepreneur (2Bl B TEFREPFEK) 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 28
years.

Mr. Zhuang Pei Zhong (35T ), aged 61, 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 (BEEEERAZ) in 1990 and pursued advanced studies
in management in Sun Yat-sen University. Mr. Zhuang joined the
Group in August 1995 and has over 28 years of experience in the
retail industry. Mr. Zhuang was accredited senior membership of the
International Profession Certification Association (B B 32 35 # &) and
membership of the China Association for Employment Promotion ( &
FIRtERE ) 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 25 years.
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Biography of Directors and Senior Management (Continued)
EENSEEEASRE (B)

Mr. Zhuang Xiao Xiong (¥£/M#), aged 40, 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) (Z Il 47 & ( T8 )) and
a committee member of the Chinese People’s Political Consultative
Conference of Shenzhen (B 15 %8Il Z & &). 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
17 years.

Independent non-executive Directors

Mr. Chin Kam Cheung (2 §% #¥), CPA (practising), FCMA, aged 65,
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 is an independent non-executive director of
Excalibur Global Financial Holdings Limited (SEHK: 08350). Mr. Chin
has served the Group for over 15 years.

Mr. Sun Ju Yi (& B &), aged 70, 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
33 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 (& b5 [#) (600383.
SH), a listed PRC Shanghai property developer. Mr. Sun has served
the Group for over 10 years.
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Biography of Directors and Senior Management (Continued)
EERSEEEAESRHE (&)

Mr. Ai Ji (3{}), aged 69, graduated from Hunan Radio and Television
University (;# 5 & 1% & 2 K 2) 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
(#F B EERRME AT and Guangdong ShenTianCheng Law Firm (5
HIRARK R ETEFT), and is a senior partner of the Yingke Law Firm
(BRHZENEFEFT). He is a member of the standing committee of the
fifth session of National Committee of the Chinese People’s Political
Consultative Conference (Shenzhen) (F B A REUA &% /xIITE
B ), 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 fourth
and fifth sessions of Shenzhen committee) of the China Democratic
National Construction Association (7 B & F B ). Mr. Ai practised
as a legal counsel and has accumulated over 41 years experience in
various commercial and law firms in the PRC. Mr. Ai has served the
Group for over 15 years.

SENIOR MANAGEMENT

Mr. Chen Li Chong ( Ff ¥ £ ), aged 47, is the manager for the
engineering department of the Group, responsible for the establishment
of engineering and facilities management system, purchase of bulk
equipment, and project based renovation program etc. Mr. Chen
obtained the certificate of Housing Architecture from the Fujian
Agriculture And Forestry University and is a PRC registered civil
engineer. Mr. Chen joined the Group in 2003. He has extensive
engineering facilities management experience. Mr. Chen has served
the Group for over 20 years.

Mr. Li Dong (Z#), aged 48, 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 21 years of experience in the retail
industry. Mr. Li has served the Group for over 19 years.
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Biography of Directors and Senior Management (Continued)
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Mr. Wen Meng Chen (& & B ), aged 45. Mr. Wen is the deputy
manager of supermarket procurement department, responsible for the
commodity sourcing and resource allocation. Mr. Wen obtained the
bachelor of business administration degree of Xi’an Jiaotong University.
Mr. Wen joined the Group in 1997 and had been working as store-in-
charge of Shajing store, Longhua store, Shiyan store, and Gongming
store etc. He possessed rich experience in retail commercial complex
management. Mr. Wen has served the Group for over 24 years.

Mr. Liu Ya Feng (2l 32 &), aged 39, is the chief information officer,
responsible for the overall information technology of the Group and
the operation of its subsidiary — Shenzhen BJH Network Technology
Limited. Mr. Liu obtained the certificate of Information Management
System from the Guilin University of Electronic Technology in 2005.
Mr. Liu performed event management, corporate IT restructuring, work
flow enhancement, and commercial digital operation. He was the IT
manager of Shenzhen Guotaian Education Technology Co., Ltd and
Xinchuangji Electronics (Shenzhen) Co., Ltd. Mr. Liu joined the Group
on October 2018. Mr. Liu has served the Group for over 4 years.

Mr. Du Jun Yin (#:8J8l), aged 41, is the manager of the commercial
management centre. Mr. Du graduated from Guangzhou JinQiao
Management College in Guangdong Province. He has experience in
commercial business operation and management. He was the deputy
manager of commercial management of Guangzhou Paso Commercial
Ltd, the business invitation manager of Shenzhen Haiya Commercial
Co., Ltd. Mr. Du joined the Group in February 2021. Mr. Du has served
the Group for over 2 years.

Mr. Shi Wei (A&), aged 38, is the 020 chief operation officer of the
Group. Mr. Shi graduated from the software engineering major
of Nanchang Institute of Technology in Hubei Province. He has
experience in commercial business operation and management. He
was the operation manager of Huasheng Electronic Commerce of
China South City, the chief operation officer of Ren Ren Le Retail Chain
Commercial Co., Ltd. Mr. Shi joined the Group in November 2020. Mr.
Shi has served the Group for over 2 years.
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Biography of Directors and Senior Management (Continued)
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COMPANY SECRETARY

Mr. Ho Yuet Lee, Leo ({1 #¢ &), FCCA, CPA, ACG, HKACG, aged
49, is the finance manager and company secretary of the Group. Mr.
Ho obtained a 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 (“ACCA”), an associate member of
the Hong Kong Institute of Certified Public Accountants (“HKICPA”), an
associate member of the Hong Kong Chartered Governance Institute
(“HKCGI”) — formerly known as the Hong Kong Institute of Chartered
Secretaries (“HKICS”) and an associate member of the Chartered
Governance Institute (“CGI”). He was awarded the Chartered Secretary
and Chartered Governance Professional dual qualification of the
CGl and HKICS. Mr. Ho has experience in accounting, auditing and
corporate finance. Mr. Ho has served the Group for over 15 years.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEERWR DT

(A)

INDUSTRY REVIEW

During the year, the domestic consumption market was
severely affected by the pandemic. Accordingly, the Chinese
government implemented corresponding countermeasures.
In December 2022, the State Council issued the “Strategic
Planning Outline for Expanding Domestic Demand (2022-
2035)". According to the outline, domestic spending will be
actively promoted, and consumption will be upgraded at a
faster pace: final consumption is the driving force of economic
growth. Following the trend of consumption upgrading, it
will increase traditional consumption, cultivate new types of
consumption, expand service consumption, increase public
consumption, and strive to meet individual, diversified and
quality consumer demand. The two key points include (i)
continue to increase traditional consumption, improve the
quality of basic consumption such as food and clothing, release
the potential of travel consumption, and meet the consumption
needs of mid-to-high-end consumer goods. These will be done
by promoting the orderly development of the duty-free industry,
by strengthening of national brands in line with international
standards to meet domestic consumer demand and to
supply mid-to-high-end consumer goods, and by building
regional consumption centers, including Hainan International
Tourism Consumption Center; and (i) Cultivate new types of
consumption and support the integrated development of online
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and offline commodity consumption. Retailers accelerated
the digital transformation and upgrading of traditional offline
business formats and develop new retail formats such as
smart supermarkets, stores, and restaurants. Besides, it is
expected to improve the technology and service standard
system, regulate the development of the platform economy in
accordance with the law, and improve the ability to supervise
new business formats.

There were many events took place in China’s retail industry.
For supermarkets, this was a difficult year. Affected by the
pandemic and cyclical troughs, supermarkets have withstood
severe shocks and challenges. Business performance was
generally under pressure, stores were closed one after another
to stop losses, shareholdings were reduced, manager changes
occurred frequently, the main business was separated, and
controlling shareholders even lost their voting power. In 2022,
many listed supermarket companies suffered losses, including
Yonghui, Lianhua Supermarket, Zhongbai Group, Hualian
Supermarket, and Renrenle etc. Major supermarket companies
had to carry out strategic contraction and close stores to stop
losses. Yonghui, Lianhua, Zhongbai, Honggi Chain Store,
Carrefour, Jigjiayue, etc. have started to close stores. Jingdong
7fresh, G-Super, and Hema NB have also undergone large-
scale contraction. Better Life supermarket has completely
withdrawn from the Sichuan market, and the Jiangxi market
has also undergone significant contraction. The headquarters
of Hunan has also continuously closed inefficient and loss-
making stores. Under such circumstances, shareholders have
also begun to reduce its holdings. Tencent and JD.com have
reduced their holdings in BBK, and Yonghui has reduced
their holdings in Zhongbai Group. It is also expected that
the company will change the managers. Zhongbai Group,
Carrefour, Xiaorunfa, etc. have all undergone coaching changes
and adjustments. Likewise, for Newhuadu, Andre, and Hualian
Supermarket, they divested their retail business one after
another and completely transformed.

In addition, physical retailing was under pressure under the
pandemic, and the department store was even more affected.
In 2022, at least 42 department stores across the country have
been closed. The reasons for the closure of these department
stores include expiry of leases, strategic adjustments, inability
to renew contracts, and continuous losses. In the first half
of the year, the performance of listed domestic department
store companies was generally under pressure, and only
approximately 10% achieved both revenue and net profit
growth. Under the situation of declining customer flow and
weakening consumption power, closing department stores to
stop losses is an inevitable choice.
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For e-commerce, those giant operators which has performed
well in recent years need to reduce costs and increase
efficiency. Based on available data, both Ali and JD.com were
showing a slow growth rate; On Double Eleven shopping
carnival of 2022, the two retail giants did not announce their
performance to the public, reflecting their unsatisfactory
operating results. Although Pinduoduo’s revenue was still
growing steadily, the three e-commerce giants are all facing a
situation where online traffic has peaked and user growth has
slowed down. It may be difficult to reuse the tactic by giving
money to grab customers, and it is compromised to reduce
costs and increase efficiency. Measures such as abandoning
loss-making product lines, reducing administrative and
marketing expenses, and reducing salaries and layoffs have
become the norm. In terms of redundancy, Ali has reduced a
total of about 15,000 employees; JD.com proposed to eliminate
executives, and launched a comprehensive salary cut for top
management; and Pinduoduo also frequently reported layoffs
proposal.

In terms of community group buying which was popular
recently, with the contraction, transformation and shutdown
of some platforms, community group buying participants have
started to exit the market. As Tongcheng Life and Shihui Group
fell one after another, the only remaining Xingsheng Selected
Group also closed down North China and Southeast China, and
withdrew their websites of four provinces and cities including
Henan, Shandong, Sichuan, and Chongqging. There were also
mass layoffs. The Internet giants’ community group-buying
platforms did not escape. Orange Optimization was struggling
to save itself through transformation, Jingxi Pinpin has shut
down a large area, Meituan Selected, Duoduomaicai, Taocaicai,
etc. are also shrinking their front lines and optimizing their
personnel. Community group buying has entered a cooling-off
period, and the tactic of relying on burning money to grab the
market is not viable. Scale makers in business does not work.
The construction of core capabilities such as supply chain,
warehousing and distribution system, terminal performance,
cost reduction and efficiency increase, customer unit price,
and gross profit margin is the key to the future development of
community group buying.

In terms of retail business, cross-sector expansion has become
the main strategy. In 2022, China Post, Li-Ning, Xtep, NIO,
Melatonin, Philips, etc., and other companies that have no
connection with coffee will enter the market one after another.
In addition, there are catering brands such as Go Believe
and Hefu-Noodle, as well as tea brands such as Sexytea,
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Shuyi, Ningji, and Sweet7. In the retail arena, acquisitions and
mergers were frequent, and companies are seeking business
transformation and diversification. In 2022, there were frequent
mergers and acquisitions in the retail industry. In the field of
e-commerce, JD.com acquired Deppon, YQNLINK acquired
COPE etc. In the field of apparel, Li-Ning holds a controlling
stake in the century-old British shoe brand Clarks, Japanese
high-end professional sports brand Descente acquired the
Chinese joint venture of “Arena”, and Sequoia China acquired
the Korean trendy brand “WE11DONE” etc. In the field of
supermarkets and fast-moving consumer products, Taiwan’s
Carrefour was acquired by Uni-President, Renrenle was
controlled by the Quijiang Group, and Milkland was controlled
by Mengniu. In the field of tea drinks, Nayuki’s Tea acquired
Lelecha and invested in Chayiji, bakery brand Cranesuo, coffee
brand AOKKA and Huhu coffee. Heytea Holdings’ new tea
brand Sogood Tea and invested in Few Coffee.

The catering industry is facing massive store closures.
Under the pandemic control, the dine-in suspension days in
restaurants in many places has reached a new high. Most of
the listed catering companies have experienced a sharp drop
in net profit, incurred operating losses, declining revenue, and
shrinking scale. During the year, many catering brands and
stores across the country were closed. These included coffee,
bakery, fast food, snack and noodle shops, etc., including
Starbucks, KFC, Shuyi, Xianhezhuang hotpot, Christine, Ajisen
Ramen and other brands, as well as Croissant Village, Popeyes,
GROM Ice Cream and other internet celebrity brands, and
even traditional old restaurants such as M on the Bund, Polo
Restaurant, and Uncle Jia Sweet Rice Ball etc.

In 2022, giants such as JD.com and Meituan will focus on
instant retailing. At the same time, physical supermarkets such
as Wal-Mart, RT-Mart, and Yonghui have also joined in. The
integration of online to offline (020), business formats and
scenarios became a typical feature of new consumption. Instant
retailing is changing the e-commerce landscape. In the short
term, compared with traditional e-commerce, instant retailing
has advantages in terms of delivery timeliness, but it cannot
catch up with traditional e-commerce in terms of product
variety, stock keeping unit (SKU), and commodity prices. In
the long run, the continuous expansion of instant retailing will
gradually erode the market share of traditional e-commerce
platforms.
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In terms of shopping malls, despite the new pandemic,
approximately 366 new shopping malls (more than 40
renovation projects, with a volume of more than 4 million square
meters) were opened throughout the year, with a volume of
approximately 32.68 million square meters. As of 31 December
2022, there were 5,685 shopping malls nationwide, with a
volume of 503 million square meters. According to the monthly
statistic, after a peak opening in January, it was at a trough
from February to August, and December ushered in the highest
opening peak of this year, with 86 new malls in a single month.
The reduction in the number of openings, despite the impact of
the pandemic, was attributable to the increasingly fierce market
competition and the gradual slowdown of the industry’s growth
rate. In terms of regional distribution of opening projects in the
year, they are still concentrated in the eastern and southern
regions, and the total number of openings in northern regions
(North China, Northeast China, Northwest China) accounted for
only 12%. The number of openings in South China accounted
for 18%, and Guangdong Province accounted for more than
70%, concentrated in the three major cities of Guangzhou,
Shenzhen, and Foshan. In addition, Guangxi and Hainan have
11 and 5 projects respectively, and duty-free shopping on
Hainan continues to be hot. The medium and large volumes
of 50,000 to 150,000 square meters are still dominant, and
the proportion of the area above 150,000 square meters has
increased significantly. Among Shenzhen shopping malls,
Qianhaielnli is a downshifting block featuring “courtyard style”.
The core business format introduces a brand-new complex life
bookstore, Yuxin Flagship Bookstore, Hi Paw Hang Out Home,
Xinjuhui KTV, TOP Fitness, Seesaw Coffee, MANNER Coffee,
TAPS mini Craft Wine experience business. In 2022, while the
newly opened shopping malls are competing with the first or
new stores, a wave of sports experience has emerged. Under
the upsurge of sports and fitness, major shopping malls have
obviously increased their sports business. Including sports retail
brands, such as Anta, Li Ning, Lululemon, Descente, Arc’teryx
and other sports brands have become the signature for
shopping malls; trendy sports experience brands also frequently
appear in shopping malls, including fithess clubs, rock climbing,
trampoline, Go-karts, basketball courts, tennis courts, ice rink,
diving pools, equestrian fields, shooting halls, roller skating, mini
golf course, and fighting halls etc.

According to the National Bureau of Statistics, the annual GDP
of China of 2022 reached approximately RMB121.0 trillion, an
increase of 3.0% year-on-year (YOY).
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In the whole year, the total retail sales of consumer goods
were approximately RMB44.0 trillion, a YOY decrease of 0.2%.
Among them, the retail sales of consumer goods by enterprises
over the threshold size were approximately RMB17.1 ftrillion,
a YOY increase of 1.4%. Based on the location of business
units, retail sales of consumer goods in city were approximately
RMB38.0 trillion, a YOY decrease of 0.3%; while retail sales of
consumer goods in rural areas were approximately RMB5.9
trillion, without change YOY. In terms of consumption patterns,
catering revenue was approximately RMB4.4 trillion, a decrease
of 6.3%; retail sales of goods were approximately RMB39.6
trillion, an increase of 0.5%. The retail sales of communications
equipment, cosmetics, and goldsmith and jewellery products
of over the threshold units were increased by -3.4%, -4.5%,
and -1.1% respectively YOY. During the year, online retail sales
across the country reached RMB13.8 trillion, a YOY increase
of 4.0%. Among them, the online retail sales of physical goods
was RMB12.0 trillion, an increase of 6.2%, accounting for
27.2% of the total retail sales of consumer goods. Among
the online retail sales of physical goods by categories, eat,
wear and use consumer goods were increased by 16.1%,
3.5% and 5.7% respectively. By retail format, the retail sales
above the threshold units of supermarket, convenience stores,
specialty stores, and exclusive stores increased by 3.0%, 3.7%,
3.5%, 0.2% and 12.0% respectively, while department stores
decreased by 9.3%.

In 2022, the downward pressure on China’s economy has
increased, and the outbreak of new wave of the pandemic in
many places. The commercial real estate industry has been
impacted. In addition, Generation Z has become a main
consumer group, and consumer behavior and consumption
patterns have changed. At the same time, domestic commercial
real estate competition is fierce, the industry needs to explore
new development models, and the development direction
of enterprises is gradually changing from the pursuit of high-
scale growth to the pursuit of high-quality operations, and
more refined operations are required. The Group continued to
progress with steadily and rationally utilized its core advantages.
In terms of traditional retail, we locate Shenzhen as the center
to develop surrounding areas to preserve and expand its retail
market share. Actively increase revenue and reduce expenditure
in order to maintain its position in the industry and operating
advantages. In terms of other investments, the group will
continue to find suitable investment opportunities to expand the
scope of the group’s retail business and increase the business
variety.

Jiahua Stores Holdings Limited Annual Report 2022
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BUSINESS REVIEW

For the year ended 31 December 2022, the Group’s total
revenue was approximately RMB335.3 million, a decrease
of approximately 22.8% YQOY; gross profit of sales of
goods was approximately RMB14.8 million, YOY increase
of approximately 4.0%. Loss attributable to owners of the
Company was approximately RMB107.9 million, YOY increase
of approximately 7.8%. At the end of the year, there were 8
retail stores and 2 shopping malls. The decrease in revenue
was mainly due to the general decline in consumption spirit in
society during the pandemic, the enhancement work of some
of our stores, and the closure of two stores last year. During
the year, it was mainly for upgrading to increase revenue, the
streamline of manpower and maintenance of key employees, as
to retain strength to meet future challenges. Commodity sales
decreased by approximately RMB68.0 million, commissions
from concessionaire sales decreased by approximately
RMB3.9 million, rental income from sub-leasing of shop
premises decreased by approximately RMB18.4 million, rental
income from sub-leasing of shopping malls decreased by
approximately RMB8.0 million, investment property income
decreased by approximately RMB25,000, and interest income
from financing services decreased by approximately RMBO0.6
million. The Group adopts a proactive and stable business
strategy, provides value-added services to physical retail stores,
and seeks and develops potential profit opportunities for other
investment projects, and begins to plan the preparatory work
for the expansion of its branch network and shopping mall in
the coming year.
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Looking back at the year 2022, the Group has made the
following major highlights in terms of operations.

(1)

Improve performance of operation of the
shopping malls and win honor from the
industry association

The Group currently operates two shopping malls
located in mid-to-high-end new residential areas in
Shenzhen to cater for the new retail era. BJH Linghui
shopping mall is located at Bantian Street, Longgang
District, Shenzhen. It is a demonstration base for
the integration of technology industry and urban
development in the Guangdong-Hong Kong Macao
Greater Bay Area. It has been awarded as “Guangdong
Province Smart Manufacturing Demonstration Base”
and “Shenzhen’s First Batch of Innovation and
Entrepreneurship Bases”. BJH Lingyu shopping mall
is located at Guanlan Street, Shenzhen, as a pilot
demonstration street for the development of circular
economy in Shenzhen and Baoan District. Guanlan’s
economy has maintained a good development trend,
and the circular economy, original prints, Mission Hills
Golf Club, and Yongfengyuan ceramics have become
four outstanding businesses of Guanlan. There are
many large enterprises such as Foxconn in the area.
The performance of shopping malls has continued
to improve, and the operating model has also been
consolidated. Shenzhen BJH Shajing shopping mall,
which is expected to be opened in the second quarter
of 2023, has also undergone active preparations.
Shenzhen BJH Shajing Lingchuang Plaza won the “China
Shopping Alliance 2021 Shopping Center Star Show
Award — Pending operation” during the year due to its
continuous optimization of brand portfolio and design
content, laying a solid foundation for future openings.
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(3)

Create a marketing attraction label and
increase the customer flow to the store

In order to increase the attractiveness of the stores,
the Group signed a licensing exhibition cooperation
agreement with the licensor during the year to hold
online and offline licensing exhibition activities in its
shopping malls and commercial arcades. Walnut Duck,
a trendy intellectual property from the UK, has attracted
large number of young people with its “British duck”
attributes and vibrant image. Walnut Duckling is a keen
Sherlock Holmes fan. Bravery, action-oriented and
erudition are the labels of Walnut Duckling’s unique
personality. “All My Best, Be Myself” is its motto. Relying
on this authorization exhibition, the group will extend
a series of cute and interesting check-in points and
beautiful art display with the theme of “Beach Fun in
Summer” combined with the intellectual property rights
of Walnut Duckling: Giant Inflatable Duck, Ten-Layer
Duck Cake Tower, Camping Duck, Swimming Pool
Duck, Fruit Duck, Cone Duck, and Hula Duck, etc. The
showcase period is from June to August this year, using
the summer period to attract family customers and
young trendy groups to the store to interact and punch
in, and to co-launch with the promotion activities of
commercial arcades and shopping malls, including live
broadcasting, point redemption activities, and shopping
gifts. During the event, passenger flow and sales
increased, the number of new members also rose, and
media exposure increased.

Strengthen corporate culture to promote unity
and caring spirit

The Group supports the establishment of a good work
team, develops the potential of employees and fosters
a sense of belonging to the company. In addition to the
annual events, including sports day, birthday parties,
and travel activities, employee talent competitions are
held during the period. Temporary competition stages
are set up in stores to allow employees to participate
in specific competition events, provide relaxing time
beyond work duty, and enhance employees’ self-
confidence and demonstrate their performance skills. In
addition, the Group expressed care and responsibility
to the community. During the period, Shenzhen was
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unblocked after the pandemic lessened, and special
community activities were organized to present gift
packs to the medical staff, delivery workers, public
cleaners and volunteers as a gift. In addition, in
response to the tense situation of the pandemic, district
shut down was implemented. During the period, the
Group cooperated with suppliers, linked the surrounding
communities, provided community friendly life services,
set up temporary stalls, and selected “high-value”,
“high-quality” and “high performance” products. This
allows residents to experience affordable and convenient
shopping services without going far away.

Hold a series of marketing activities to
stimulate customer consumption

During the year, the Group actively organized marketing
activities and implemented cross-industry cooperation
to provide a diversified shopping atmosphere. Following
the trend, the group began to hold live broadcast
sales. The virtual shopping scene constructed by live
broadcast brought the peddling noise in market to the
live broadcast room of instant interaction. In the process
of live streaming, the anchor acts as a salesperson,
shopping guide, and beauty consultant. Promote vertical
live broadcast, strengthen the theme and interactivity,
and increase attractiveness. Increase special activities
for members to maintain a stable customer base. To
enhance on-site small handmade booths, customer
satisfaction surveys, and customer relationship
management system. Official account tweets, online
mini-games and interactive topics are launched to cater
for different customers. In addition, short videos are
produced and broadcast on Douyin and Channels to
attract attention with vivid methods, and live broadcast
promotions combined with brand activities. In terms
of publicity materials, the Group has produced various
visual identity designs and management, visual graphic
design and extension in a novel and relaxed way, adding
joyful and colorful cartoons and texts, and putting them
into festive storefront promotional pictures, official
account long pictures, live broadcast related pictures
and membership promotional design. In addition,
the Group also makes fashionable designs for offline
packaging materials, eco-friendly shopping bags,
and staff uniforms. Festivals, product categories, and
seasonal themes are also introduced into the design
of store decorations, shelves, shopping coupons, and
promotional merchandise stands.

Jiahua Stores Holdings Limited Annual Report 2022
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Strengthen the store safety management to
reduce potential safety hazards

During the period, the group conducted a thorough
store inspection and maintenance of fire protection
system, electrical and supporting facilities, and operating
equipment (including elevators, air conditioning
systems, smoke exhaust pipes, etc.), and provided
safety knowledge training and drills to all employees to
enhance disaster prevention awareness. In addition,
regular monthly safety meetings are held to solve
hidden safety hazards in stores, and comprehensive
inspections of facilities are carried out to ensure normal
daily operation. Replacement of parts of cooling tower
and wind cabinet to ensure normal operation and saves
costs. Inspection of store decoration site is taken to
prevent illegal operations by workers during the process
in a timely manner. The Company strengthens internal
control by carrying out regular inventory count of all
fixed assets of stores, procurement center, shopping
malls and head office, to ensure matching balance
and reasonable retirement. This is used to update
system data and keep accurate records. In addition,
the job assignment mechanism is established to reduce
operation and man-made losses and protect the group’s
property. Periodic adjustments and rotation to staff
positions, detailed allocation plans are used to support
comprehensive performance appraisal, and improve
human resource incentive plans. In addition, safety
management is introduced to old store adjustment and
upgrade plan, and store design technique is employed
to make full use of resources and reduce construction
costs. Strengthening the protection mechanisms
and introducing effective alert system. The Company
will conduct anti-terrorism and flood prevention drills
and trainings to safeguard the safety of employees,
customers and group property.

(5)
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OUTLOOK

During the year, the Group has formulated a series of measure
to enhance sales turnover and to avoid unnecessary costs, so
as to achieve management target. Moreover, the Group aimed
to consolidate the existing stores by reform and innovation. By
this, improvement in sales mix, upgrade brand name, enhance
shopping experience to provide new shopping experience to
customers.

In addition, the Group has explored new commercial retail
mode, including shopping mall, trial experience, internet plus,
and catering business. With the online resource and shopping
outlets, and the synergy of online offline capacity, the Group is
able to provide a one-stop shopping experience to customers.

The year 2023 has both opportunity and challenge existed, the
Group has prepared to cope with all difficulties, to make use of
our core competency in the industry.

Looking ahead, China is still under the fast pace of development
stage. The macroeconomic condition has significant impact to
the industry. Rapid growth in information technology has direct
and critical effect to the industry. The directors are confident
towards the future. The mission of the Group is to become one
of the major operators in the retail industry.

Jiahua Stores Holdings Limited Annual Report 2022
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FINANCIAL REVIEW

Revenue

The Group’s revenue amounted to approximately RMB335.3 million for
the year ended 31 December 2022, representing a decrease of 22.8%
as compared to approximately RMB434.2 million in the corresponding
period of 2021. The decrease was principally attributable from the
decrease in sales of goods of approximately RMB68.0 million, the
decrease in commission from concessionaire sales of approximately
RMB3.9 million, the decrease in rental income from sub-leasing of
shop premises of approximately RMB18.4 million, decrease in rental
income from sub-leasing of shopping malls of approximately RMB8.0
million, investment property income decreased by approximately
RMB25,000, and the decrease in interest income from financing
services of approximately RMBO.6 million.

Sales of goods decreased by 27.1% to RMB182.8 million for the year
ended 31 December 2022 from RMB250.8 million in the corresponding
period of 2021, principally due to the persistence of pandemic in
Mainland China which imposed measures including the lockdown
of cities and borders and the management of people flow within
community. Besides, the Group has closed down two stores in Foshan
Yanbu and Guangxi Taoyuan in year 2021 which reduced the income
from sales of goods in current year. Sales of goods as a percentage of
the Group’s total revenue was 54.5% for the year ended 31 December
2022 as compared to 57.7% in the corresponding period of 2021.

Commission from concessionaire sales dropped by 14.4% to RMB23.1
million for the year ended 31 December 2022 from RMB27.0 million
in the corresponding period of 2021, mainly due to the persistence
of pandemic and closure of two stores in 2021. Commission from
concessionaire sales as a percentage of the Group’s total revenue was
6.9% for the year ended 31 December 2022 as compared to 6.2% for
the corresponding period of 2021.

Rental income from sub-leasing of shop premises down by 30.2%
to RMB42.5 million for the year ended 31 December 2022 from
RMB60.9 million for the corresponding period in 2021, mainly due to
the persistence of pandemic and closure of two stores in 2021. Rental
income from subleasing of shop premises as a percentage of the
Group’s total revenue was 12.7% for the year ended 31 December
2022 as compared to 14.0% for the corresponding period of 2021.
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Rental income from sub-leasing of shopping malls decreased by
9.8% to RMB72.7 million for the year ended 31 December 2022 as
compared with RMB80.6 million for the corresponding period in 2021
due to the persistence of pandemic. Rental income from subleasing
of shopping malls as a percentage of the Group’s total revenue was
21.7% for the year ended 31 December 2022 as compared to 18.7%
for the corresponding period of 2021.

Rental income from investment properties slightly drop by 0.3% to
RMB9.07 million for the year ended 31 December 2022 from RMB9.10
million for the corresponding period in 2021, mainly due to offering of
rent free period for long relationship tenants under the persistence of
pandemic. Rental income from investment properties as a percentage
of the Group’s total revenue was 2.7% for the year ended 31
December 2022 as compared to 2.1% for the corresponding period of
2021.

Interest income from financing services down by 10.3% to RMB5.2
million for the year ended 31 December 2022 from RMB5.8 million
for the corresponding period in 2021, mainly due to the decrease
in business of the major customer which has been affected by the
pandemic. Interest income from financing services as a percentage of
the Group’s total revenue was 1.5% for the year ended 31 December
2022 as compared to 1.3% for the corresponding period of 2021.

Purchase of and changes in inventories

Purchase of and changes in inventories amounted to RMB168.0 million
for the year ended 31 December 2022, representing a decrease of
29.0% as compared with RMB236.6 million in the corresponding
period of 2021, mainly due to decrease in sales of goods. As a
percentage of sales of goods, purchase of and changes in inventories
was 91.9% for the year ended 31 December 2022 as compared with
94.3% in the same period of 2021.

Other operating income

Other operating income up by 9.7% to RMB51.8 million for the year
ended 31 December 2022 from RMB47.2 million in the corresponding
period in 2021. The decrease in bank interest income of approximately
RMBO0.5 million was due to drop in bank balances throughout the
year. The increase in government grants of approximately RMBO0.6
million was due to offering of local government incentive. The decrease
in administration and management fee income of approximately
RMB5.6 million was corresponding to the drop in commission from
concessionaire sales. The increase in rent concession from some of
the retail stores and shopping malls of approximately RMB10.0 million
were due to the continuance of pandemic condition.
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Management Discussion and Analysis (Continued)
BRET MR DM (&)

Staff costs

Staff costs decreased by 8.7% to RMB69.3 million for the year ended
31 December 2022 from RMB75.9 million in the corresponding
period of 2021, primarily due to the closure of two stores in 2021 and
streamline of manpower during the year.

Depreciation of right-of-use assets

Depreciation of right-of-use assets decreased by 16.1% to RMB58.4
million for the year ended 31 December 2022 from RMB69.6 million in
the corresponding period of 2021, primarily due to the closure of two
stores in 2021.

Depreciation of property, plant and equipment

Depreciation of property, plant and equipment slightly increased by
1.3% to RMB60.1 million for the year ended 31 December 2022 from
RMB59.3 million in the corresponding period in 2021. The increase
was mainly due to enhancement of main stores in Shenzhen and the
final construction works of Shenzhen Guanlan shopping mall.

(Impairment loss)/reversal of impairment loss on loan
receivables

Impairment loss on loan receivables of approximately RMBO0.9
million for the year ended 31 December 2022 represented expected
credit loss on loan receivables from financing services business
during the year. Reversal of impairment loss on loan receivables was
approximately RMB2.1 million for the year ended 31 December 2021.

Other operating expenses
Other operating expenses decreased by approximately RMB6.6 million,
from RMB8.9 million in the corresponding period of 2021 to RMB2.3
million for the year ended 31 December 2022. This was mainly due to
written-off of other receivables of RMB3.8 million was recognised in the
corresponding period of 2021.

Finance costs

Finance costs, arising from the effect of adoption of HKFRS 16, from
lease liabilities decreased by approximately RMB4.1 million, from
approximately RMB37.3 million for the year ended 31 December 2021
to approximately RMB33.2 million in the corresponding period of 2022,
primarily due to the aging of lease liabilities during the year.

Finance costs arising from bank borrowings increased by
approximately RMB1.5 million, from approximately RMB4.7 million for
the year ended 31 December 2021 to approximately RMB6.2 million
in the corresponding period of 2022 due to the increase in bank
borrowings compared to last year.
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Management Discussion and Analysis (Continued)
EEENwE DM (&)

Income tax credit

Income tax credit amounted to approximately RMB2.5 million for the
year ended 31 December 2022 was due to decrease in fair value of
investment properties during the year. There was income tax credit of
approximately RMBO.1 million in the corresponding period of 2021.
The effective tax rate applicable to the Group for the year ended 31
December 2022 were 25% for general subsidiaries (15% for Guangxi
subsidiary and subsidiary qualified as High and New Technology
Enterprise). In addition, pursuant to the PRC Corporate Income Tax
Law, the Group is liable to withholding taxes on dividends distributed
by subsidiaries established in China. The applicable tax rate is 10%.

Loss attributable to Shareholders of the Company

As a result of the aforementioned, loss attributable to Shareholders
amounted to approximately RMB107.9 million for the year ended 31
December 2022 as compared with loss of approximately RMB100.1
million in corresponding period of 2021.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2022, the Group had cash and cash equivalents
of approximately RMB66.2 million (31 December 2021: approximately
RMB26.1 million), while the restricted bank deposits amounted to
approximately RMB2.0 million (31 December 2021: RMB2.0 million).
Total borrowings of the Group included bank loans of approximately
RMB157.2 million as at 31 December 2022 (31 December 2021:
RMB93.4 million).

As at 31 December 2022, the Group had net current liabilities
of approximately RMB71.6 million, as compared to amount of
approximately RMB102.0 million as at 31 December 2021. As at 31
December 2022, the gearing ratio of the Group was approximately
3.86 (31 December 2021: 2.25), which was calculated on the basis of
the net debt divided by total equity. Net debt was calculated as total
borrowings (including current and non-current bank loans and lease
liabilities) less total cash (including cash and cash equivalents and
restricted bank deposit).
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Management Discussion and Analysis (Continued)
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REVENUE - TURNOVER WA —&XEE

1.5%

2.7%

12.7%

2022 2021

—E_-_= —E—F

RMB’000 RMB’000

AR¥TRT ARETT

(O Sales of goods HEEM 182,773 250,765
O Commissions from concessionaire sales EEHEMSAT 23,039 26,972
© Rental income from sub-leasing of shop premises DHERYEHESIA 42,459 60,896
® Rental income from sub-leasing of shopping malls SEESYENES YA 72,660 80,672
@ Rental income from investment properties KREMENHES WA 9,070 9,095
@ Interest income from financing services KA BARTS < FILEMA 5,271 5,837
335,272 434,237
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Management Discussion and Analysis (Continued)
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GROSS PROCEEDS JREETSEE L

2.1% 1.5%

1.2%
41.3%

9.6%

29.4%

2022 2021
—E-C —ET-—F

=

RMB’000 RMB’000
ARBTRE ARBTET

(O Sales of goods HEEm 182,773 250,765
(O Concessionaire sales BHEHEE 129,997 202,322
© Rental income from sub-leasing of shop premises parislt ik E 0 AN 42,459 60,896
® Rental income from sub-leasing of shopping malls pariclek E 0 A ON 72,660 80,672
@ Rental income from investment properties REYEHEASIA 9,070 9,095
@ Interest income from financing services KA BARTS < FILEMA 5,271 5,837

442,230 609,587
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Management Discussion and Analysis (Continued)
BEENwE DM (&)

CORPORATE GOVERNANCE AND OTHER
INFORMATION

Risk management

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

@i

(ii)

(i)

(iv)

Foreign exchange risk

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

Credit risk

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

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

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

Interest rate risk

The Group’s exposure to interest rate risk mainly arises on bank
balances, borrowings, loan receivables and lease liabilities.
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.

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.
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Management Discussion and Analysis (Continued)
EEENwE DM (&)

The Group did not use any financial instrument for hedging purposes
and the Group did not have any hedging instrument outstanding during
the year ended 31 December 2022.

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

Employees and remuneration policy

For the year ended December 2022, the Group had 618 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
RMB69.3 million. Competitive remuneration packages are structured to
commensurate with reference to individual responsibilities, qualification,
experience and performance.

Contingent liabilities
As at 31 December 2022, the Group has no significant contingent
liabilities.

Capital expenditure

For the year ended 31 December 2022, capital expenditures of the
Group for property, plant and equipment amounted to approximately
RMBQ9.6 million (2021: approximately RMB50.3 million).

Charges of assets

As at 31 December 2022, the carrying amount of investment properties
amounted to approximately RMB242.7 million (2021: RMB257.3
million) was pledged as security for the Group’s bank loans granted in
relation to the Group’s retail business.
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Management Discussion and Analysis (Continued)
BEENwE DM (&)

Capital commitments

As at 31 December 2022, the Group had capital commitments
contracted, but not provided for, amounting to approximately RMB2.4
million (2021: approximately RMB6.1 million).

Dividend policy

Under the Dividend Policy, the declaration, payment and amount of
dividends will be subject to the discretion of the Board in accordance
with the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) and the articles of association of the Company and will be
dependent upon the Group’s current and recent financial performance,
cash flow position, working capital requirements and expenditure
plan, restriction on distribution of dividends under the relevant laws,
rules and regulations, and any other factors that the Board deems
appropriate.

In determining any dividend amount for a particular year or interim
period, the Board will also take into account, inter alia, the consolidated
profit attributable to the owners of the Company for the year or period,
dividend distributed during the year, and the retained profits available.

The Company will review the Dividend Policy periodically. There can be
no assurance that dividends will be paid in any particular amount for
any given period or at all.
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Management Discussion and Analysis (Continued)
BIRETRMR DT (B

Gross Average of daily Average of daily
Commence floor area transactions transactions Estimated no. of
operation on Storey (sq.m.) (Supermarket) (Department store) visitors per day
BEER 1RSI SATHRAYA
Retail stores ERgeRE  BE  (F5X) (i) (BE) S EBRHA
FY22 FY21 FY22 FY21 FY22 FY21
2022 20215 20226 20214 2022%F 20215
Songgang iz 1/1/2001 5 23,134 1,259 3,328 8,507 10,306 14,162 17,891
Longhua EES 1/11/2001 5 24,549 877 2,247 9,169 10,393 14,567 16,379
Gongming N 1/9/2002 4 21,843 1,814 4,633 7,933 10,250 14,134 18,771
Shiyan ha 1/1/2007 1 5,852 2,676 3,568 6,972 9,650 13,991 19,480
Yanbu* o 1/1/2008 2 7,987 - 1,519 - - - -
Dashatian ADH 1/1/2009 3 8,500 1,885 2,087 - - 2,734 3,562
Taoyuan* LY 30/12/2009 4 14,493 - 2,186 - - - -
Bantian RH 112/2017 1 2,693 1,386 2,751 24,942 27,519 38,176 42,827
Guanlan Bi 21112/2019 1 2,991 1,779 4,275 15,644 18,231 25,265 29,465
Gross proceeds
Gross proceeds per operation area Average value
Gross proceeds per day per day per transaction
SHLEER
FrissasE FRABHAAHE FrERIaEE BRRZTHE
(RMB m|II|on) (RMB thousand) (RMB) (RMB)
Retail stores (AR¥EETR) (AR¥T7) (AR¥%T) (AR¥%T)
FY22 FY21 FY22 FY21 FY22 FY21 FY22 Fy21
20225 20216 20226 20215 20225 20214 2022%F 20214
Songgang i 46.3 61.0 126.9 167.2 6.6 7.2 83.7 4741
Longhua EES 27.6 29.2 75.5 80.0 3.6 3.3 56.3 31.3
Gongming N 60.7 84.1 166.3 230.4 8.5 10.6 84.4 46.5
Shiyan Ra 1235 174.0 338.4 476.7 72.0 81.5 99.2 125.8
Yanbu* g = 1.0 = 30.1 = 38 = 19.8
Dashatian RO 397 474 108.8 1298 233 15.3 529 61.2
Taoyuan* g - 447 - 1225 - 85 - 545
Bantian RH 28.0 34.2 76.8 938 285 34.8 61.1 34.1
Guanlan B 41.0 433 112.4 118.6 37.6 39.7 65.2 27.8
Note: MiaT -

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

These stores were closed in last year.
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CORPORATE GOVERNANCE REPORT

ERERRE

The Group fully acknowledges its obligations to its shareholders and
investors. For the year ended 31 December 2022, 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 2022 as contained in Appendix 14 of the Listing
Rules, except for the following deviations:

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 9 June 2022 due to his other
business engagements.
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Corporate Governance Report (Continued)
TEERRSE (@)

BOARD

The Board consists of six Directors, of whom three 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 executive Director (Independent Non-executive
Director) is three years (two years). Corresponding to the term of
service, all executive Directors have entered into service contracts,
which are valid for a term of three 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 sixteen
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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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 A.2.1 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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Board Independence

All INEDs have their respective terms of appointment coming to
an end normally two years after their appointment to the Board or
their last re-election as Directors. The re-election of any INEDs who
has served on the Board for more than nine years is subject to (1) a
separate resolution to be approved by the Shareholders; and (2) further
information to be set out in the circular to Shareholders stating why the
Board or the nomination committee believes that the relevant INED is
still independent and should be re-elected.

Given the strong independent element on the board composition,
independent views and inputs are always available to the Board no
matter through formal or informal channels. The Chairman promotes
a culture of openness and constructive relations between INEDs
and other Directors to facilitate effective contribution of INEDs for
independent views and inputs. The Chairman also holds separate
meetings with INEDs without the presence of other Directors at least
annually. Independent professional advice is sought when necessary or
as required by Directors.

During the year, the Nomination Committee has reviewed the board
composition and is satisfied with the independence of the Board.

Independent Views and Input

In order to ensure independent views and input are available to the
Board, the Board has developed the following mechanisms, including
but not limited to:

(i) at least one-third of Board members are Independent Non-
executive Directors;

(ii) every Independent Non-executive Director is appointed for a
specific term and subject to retirement by rotation at least once
every three years;

(iii) Independent Non-executive Directors possess professional
knowledge and broad experience;

(iv) no Independent Non-executive Director holds more than
six listed company directorships to make sure that each of
Independent Non-executive Directors has sufficient time to
make contributions to the Board;

(v) every Independent Non-executive Director has made an annual
confirmation of his independence to the Company; and

(vi) the Board, each of its Committees or every Director is able to
seek professional advice in appropriate circumstances at the
Company’s expenses.

The implementation and effectiveness of relevant mechanisms have

been reviewed by the Board during the Period and will be reviewed
annually.
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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 2022 is summarized below:

Directors

Executive Directors HITES

Mr. Zhuang Lu Kun GERE g A

Mr. Zhuang Pei Zhong MRS AE

Mr. Zhuang Xiao Xiong HNESAE
Independent Non-Executive Directors M IEHITES
Mr. Chin Kam Cheung REREE LA

Mr. Sun Ju Yi BREELE

Mr. Ai Ji N REE

ESEZTLHE
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RREESTRNaELEM - REEES

RAFEANEIEE T % T EBER °
HEEERR
RKAREWBBNEEREBEEZ T -
T+ A=+—BUHFEZEIERE - HEf
FEAAR

Attending
seminar(s) relevant
to business or
directors’ duties
and responsibilities
HFE RS
ESBHEAE
ZHE

Reading
Materials
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S~
SN

EETEERARAR —T_FF® 45



Corporate Governance Report (Continued)
EERIRE (&)

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:

Committee

BEREEE

Directors

ZEE
ETEREENERERTM TS KA =@
EFFEHREEENZTEGHNT - HEAR
FHRABIEZEREGNRENT

Audit Nomination
Committee

REEES

Remuneration
Committee

FMEES

Executive Directors HITES
Mr. Zhuang Lu Kun (Chairman) — HBESEA (BF L) - - -
Mr. Zhuang Pei Zhong B A - Member X & -
Mr. Zhuang Xiao Xiong HE/ NS A - - =
Independent Non-executive B IEHTES
Directors
Mr. Chin Kam Cheung RERTE A Chairman Ff& Member X & Member X &
Mr. Sun Ju Yi BEERLEE Member fX&  Chairman =& Member i &
Mr. Ai Ji R AE Member f% & Member fX&  Chairman =&
AUDIT COMMITTEE BEREEY
The Company has established an audit committee on 30 April AR ER_ZEZ+FHA=+HER L™

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 2022.

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

REMUNERATION COMMITTEE

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

The Company has established a nomination committee on 30 April
2007 with written terms of reference in compliance with the Listing
Rules. The nomination committee comprises the three Independent
Non-executive Directors. 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.

The duties of the Nomination Committee are mainly to (i) review the
Board composition, develop and formulate relevant procedures for the
nomination and appointment of directors; (i) make recommendations
to the Board on the appointment and succession planning of directors;
and (iii) assess the independence of independent non-executive
directors.

The Company also recognises and embraces the benefits of having
a diverse Board and sees increasing diversity at the Board level
as an essential element in maintaining the Company’s competitive
advantage. The Company believes that greater diversity of directors is
good for corporate governance and is committed to attract and retain
candidate(s) for Board with a combination of competencies from the
widest possible pool of available talents; and to assess regularly the
diversity profile of the Board and, where applicable, senior management
prepared for Board positions under the succession planning of the
Company and the progress on achieving diversity objectives, if any.

In assessing the Board composition, the Nomination Committee would
take into account various aspects set out in the Board diversity policy,
including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and industry
and regional experience. The Nomination Committee would discuss
and agree on measurable objectives for achieving diversity on the
Board, where necessary, and recommend them to the Board for
adoption.
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NOMINATION COMMITTEE (Continued)

During the year, in response to the amendment to the CG Code
effective on 1 January 2019, the Company has also adopted the
Director Nomination Policy. Such policy sets out the factors for
assessing the suitability and the potential contribution to the Board
of a proposed candidate, including but not limited to the followings:
character and integrity; qualifications including professional
quallifications, skills, knowledge and experience that are relevant to the
Company’s business and corporate strategy; diversity in all aspects,
including but not limited to gender, age (18 years old or above), cultural
and educational background, ethnicity, professional experience, skills,
knowledge and length of service; requirements of independent non-
executive directors on the Board and independence of the proposed
independent non-executive directors in accordance with the Listing
Rules; and commitment in respect of available time and relevant
interest to discharge duties as a member of the Board and/or Board
committee(s) of the Company.

The Director Nomination Policy also sets out the procedures for the
selection and appointment of new directors and re-election of directors
at general meetings. The Nomination Committee will review the Director
Nomination Policy, as appropriate, to ensure its effectiveness.

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

REZEE(H)

FAR- BOE-ZT-NF—A—-BERNDE
XEATADBER  RREHETERR
BHR - AEFRRFIIFHEZRREALE
FERAEANECEERMNRAER - BFEAT
RINATEIER  EREHE  BARAER
REFRERBENERER X8 AERk
RBEERE NETEZTL - BRETR
RIERI - FE (18 A L) - UL RHE S
Bk BXRER - 6 AERES
BIFATEERELTRANESTGNR
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EERBPCRNEINRBERETEAHESUR
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Attendance/Number of meetings

HRERY SRRH
Audit Remuneration Nomination
Board committee committee committee
meetings meetings meetings meetings
Exe ERZE® FMZEEe REZEE9
Executive Directors BTES
Mr. Zhuang Lu Kun R 34 NATER N/A iR N/A NiE A 0
Mr. Zhuang Pei Zhong alikiYivte 44 NATER 00  NATER 11
Mr. Zhuang Xiao Xiong LA 84  NATEE N/A iR N/A NEA 0
Independent Non- BIFBTES
Executive Directors
Mr. Chin Kam Cheung IR 4/4 2/2 0/0 0/0 1/1
Mr. Sun Ju Yi RERLE 4/4 2/2 0/0 0/0 11
Mr. Ai i N REHE 4/4 2/2 0/0 0/0 0/1
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COMPANY SECRETARY

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

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES
FOR THE FINANCIAL STATEMENTS

The Directors hereby confirm their responsibilities for preparing the
financial statements of the Company. The Directors confirm that the
preparation of the financial statements of the Company complied with
the relevant laws and accounting standards and that the Company
would publish the financial statements of the Company at the
appropriate time. The responsibilities of external independent auditor to
the shareholders are set out on pages 73 to 75.

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 respectively were
remuneration. During the year, fees of approximately RMB916,000
were 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 2022.
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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
1o a set of standard criteria. Risk mitigation plans and risk owners are
then established for those risks considered to be significant.

In addition, the Group has its risk management and internal control
department 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.
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RISK MANAGEMENT AND INTERNAL CONTROLS
(Continued)

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 (“SFO”) 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.

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.
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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 year, there are no uncertain events or conditions that may
materially affect the continuing operation of Group on a going concern.

INVESTOR RELATIONS

The Company reports to the shareholders regarding corporate
information of the Group on a timely and accurate basis. Printed copies
of the 2022 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 date of 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.
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Corporate Governance Report (Continued)
TEERRE (@)

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: 852-3620 3100

Email: office@szbjh.com

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
EEERE

The Directors are pleased to present their annual report together with
the audited financial statements of the Company for the year ended 31
December 2022.

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 35 to the financial statements. The principal activities of
the operating subsidiaries of the Company during the year ended 31
December 2022 are operation and management of retail stores and
other related businesses and provision of financing services in the
PRC.

RESULTS

The results of the Company for the year ended 31 December 2022
are set out in the consolidated statement of comprehensive income on
page 76.

DIVIDENDS

The Board of Directors do not recommend the payment of final
dividend for the year ended 31 December 2022.

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 13 to the financial
statements.

SHARE CAPITAL
Details of movements in the share capital of the Company during the
year are set out in note 29 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 30 to the financial statements respectively.

DISTRIBUTABLE RESERVES
As at 31 December 2022, the Company’s distributable reserves
amounted to approximately RMB23.3 million.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Associations of the Company or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.
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Report of the Directors (Continued)
EEEWE (@)

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. Zhuang Xiao Xiong

(Chairman)
(Chief Financial Officer)

Independent Non-executive Directors:
Mr. Chin Kam Cheung

Mr. Sun Ju Vi

Mr. Ai Ji

Pursuant to Article 87(1) of the articles of association of the Company,
Mr. Zhuang Lu Kun and Mr. Zhuang Pei Zhong shall retire from office
at the forthcoming Annual General Meeting by rotation. All retiring
Directors, being eligible, will offer themselves for re-election. Mr. Chin
Kam Cheung, Mr. Sun Ju Yi and Mr. Ai Ji shall retire and be re-elected
as they are independent non-executive Directors who has served for
more than 9 years. 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.

BIOGRAPHY OF THE DIRECTORS AND THE SENIOR
MANAGEMENT

The biographical details of the Directors and the senior management
are set out on pages 13 to 17.
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Report of the Directors (Continued)
EEEHRE (@)

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;

(ii) 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.

INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed in section under “Continuing Connected
Transactions” of this report on pages 60 to 63, 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.
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Report of the Directors (Continued)
EEEWRE (@)

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 2022, the interests or short positions of the
Directors and chief executives in the shares, underlying shares or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) which (a) were required notification to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which any such Director and chief
executives is taken or deemed to have taken under such provisions
of the SFO); or which (b) were required pursuant to Section 352 of
the SFO to be entered into the register maintained by the Company;
or which (c) were required, pursuant to Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) contained
in the Listing Rules, to be notified to the Company and the Stock
Exchange were as follows:

Ordinary Shares of HK$0.01 each of the Company

EERESTRAESRAQTRHEME
BORER G - MERO R EEENE
smMRE

RZE_—F+-_A=+—H EFEk&s
TBRABRARARSETMMBE LB (TER
B R ERE I ([ 35 REAE D)) BXVER)
2B - HEROREST - A QBEE
% N EE GBI EXVERE 7 K8 D BAMEARA
AR T2 R SAR (BREARNEHES

EESITHRABREESRBEEGEBIE
MWE ESARIERAB ZESTAR) ¢ (bR
BB E RIS EIIE352(&BEHARRATIIE
BEERMAZERSAR  SOBRIBELTR
QTS LB TAZSSETELSRINIZE
SPRI(THZ2<PR) D BAME R R E MBS 2
REmIOABINT ¢

RABEREEC.OIBTEEBR

Number of shares/Underlying Shares Held

FisRe, HERAHE
Percentage
Personal Family Total of Issued
Interest Interest Interest Shares
HERT
B AR RixEs EZEE ROBIH
Mr. Zhuang Lu Kun (“Mr. Zhuang”) Beneficial Owner 467,985,000 67,500,000 535,485,000 51.61%
(Note 1)
HEpEs A (T4 ) ERMAAN (P3E1)
Mr. Zhuang Xiao Xiong Beneficial Owner 75,000,000 - 75,000,000 7.23%
RS ERMAAN
Note: i
©) 67,500,000 Shares are held by Mrs. Zhuang Su Lan (“Mrs. Zhuang’). Since Mrs. (1) 67,500,000 A& ST R A L ([HEKXDFE °

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)
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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Report of the Directors (Continued)
EEEWRE (@)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND FERRARA TR EABE LB R
SHORT POSITIONS IN SHARES, UNDERLYING 7 - HEROREEINEZ AR
SHARES AND DEBENTURES OF THE COMPANY

AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2022, according to the register kept by the R-ZE-_—F+-A=+—H ' HBAQ A
Company pursuant to Section 336 of the SFO, and so far as was *ET)’E 55 M EIEDIE336IKFEE 2 B MAT
known to any Director, the following persons (other than the interests  RBESAE  BEXEERESTT
of certain Directors disclosed under the section headed “Directors’ BZ/\EE’\$ A & A ARE A B D - BRI
and Chief Executives’ Interests and Short Positions in Shares, {7 M{E&EEZENERNAR | —HEESETE
Underlying Shares and Debentures of the Company or any associated = Z #zE9h + N oI AT RARRQ &85 K EEE
Corporation” above), had an interest or short position in the shares and &3t - FEHRIRZE S & S| EXVEREH2
underlying shares of the Company which would fall to be disclosed to &35 &RIEXABRA N T IHE 2 i AR ¢
the Company under the provisions of Divisions 2 and 3 of Part XV of

the SFO:
Personal/ Percentage
corporate Family of issued
Type of interest Capacity interest interest Total share capital
BA/ HERTRA
BEER g ARER ENT @t B
Mrs. Zhuang Personal Beneficial owner 67,500,000 467,985,000 535,485,000 51.61%
[N EAER ERBAA (Note 1)
(F¥aE1)
Ms. Zhuang Xiao Yun Personal Beneficial owner 75,000,000 - 75,000,000 7.23%
HNELT EAER EREAA (Note 2)
(FitzE2)
Ms. Chen Li Jun Personal Beneficial owner 75,000,000 - 75,000,000 7.23%
BREERT EAER ERERA (Note 3)
GER)

Notes: B e -

(1 467,985,000 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang”). Since Mr. (1) 467,985,000 AR 1 B §E B s e 4 (TSR4£ 1D 5
Zhuang is the spouse of Mrs. Zhuang, under the SFO, Mrs. Zhuang is deemed to B AREEEREAZER - #UREESF RN
be interested in the said Shares held by Mr. Zhuang. BRG] - EARERERIE AR A 2 ElRmF

HEEE -
@ Ms. Zhuang Xiao Yun is the daughter of Mr. Zhuang and Mrs. Zhuang. (2 HNEZ RIS EREANLT -
@) Ms. Chen Li Jun is the daughter-in-law of Mr. Zhuang and Mrs. Zhuang. 3) MEBELTRHELERERNIERE
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS (Continued)
Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2022, had
an interest or a short position in the shares and underlying shares of
the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO.

CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the continuing connected transactions
under Chapter 14A of the Listing Rules.

1. Rental income received from BJH Group
I B fE ZE % B AR A A (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.

Certain commercial properties are leased to BJH Group
pursuant to a lease agreement entered into between Shenzhen
Baijiahua Department Stores Limited (“BJH Department Stores”)
and BJH Group for commercial purposes. The amount of rental
income received by BJH Department Stores in respect of the
leasing of commercial properties was RMB2,340,909.64 for
the year ended 31 December 2022, and has not exceeded the
annual cap of RMB2,340,909.65. The relevant amount which
are expected to be receivable by BJH Department Stores will
not exceed RMB2,417,660.78 for the year ending 31 December
2023.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

2.

Lease of one shopping mall from JH Real Estate

Y EEREHERZEBR AT (Shenzhen Jiahua Real Estate
Development Company Limited) (“JH Real Estate”) is owned as
to 18% by Mrs. Zhuang and 82% 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 Mr. 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 one shopping mall from JH Real Estate, details of
which are set out as follows:

Pursuant to a lease agreement dated 25 August 2016 (“Bantian
Lease Agreement”) between JH Real Estate (as landlord) and
Shenzhen Baijiahua Commercial Management Limited (“BJH
CM”) (as tenant), BJH CM leases the shopping mall situated at
Level 1-6 of Jiahua Ling Hui Plaza located in the South-west
side of junction of Ji Hua Road and Wu He West Street, Bantian
Street, Longgang District, Shenzhen, Guangdong Province, the
PRC with a gross floor area of approximately 34,743.62 square
metres for a term of 15 years commencing from 1 January 2017
to 31 December 2031 for a monthly rental of RMB1,806,668.24
with a 5% increment on the monthly rent every 3 years. The
parties to the Bantian Lease Agreement agreed that if the
Company cannot meet with the requirements in respect of
continuing connected transactions (including but not limited to
obtaining approval by independent shareholders), BJH CM has
the right to terminate the transactions under the Bantian Lease
Agreement by giving written notice to JH Real Estate without
any payment or compensation. Pursuant to the Bantian Lease
Agreement, the total annual consideration paid by BJH CM was
RMB18,970,016.50, for the year ended 31 December 2022,
and has not exceeded the annual cap of RMB22,764,019.82.
The relevant amount which are expected to be payable by BJH
CM will not exceed RMB23,902,220.82 for the year ending 31
December 20283.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

3.

62

Rental income received from JH 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 RMB766,542 for the year ended 31
December 2022, and has not exceeded the annual cap of
RMB1,000,000.00. The relevant amount which are expected
to be receivable by BJH Department Stores will not exceed
RMB1,000,000.00 for the year ending 31 December 2023.

Car park expense paid to the Property Manager
FINTTEZEY) 2 IR 75 B R & £ 2 8)(Shenzhen Jiahua Property
Services Limited) (Formerly known as “FIIH{EEYEEIES
PR & £/2 &) (Shenzhen Jiahua Property Management Limited)”)
(“the Property Manager”), a company incorporated in the PRC,
and is held as to 95% and 5% by the JH Real Estate and BJH
Group respectively.

On 15 November 2021, the Property Manager entered into the
Car Park Fee Agreements in respect of the usage of car parking
space located in Jiahua Lingyu Plaza Phase Il and Jiahua
Linghui Plaza Phase Il for a term of 3 years commencing from
1 January 2022 to 31 December 2024 (both days inclusive)
with both BJH CM and BJH Department Stores (the “lessees”).
Payment of fee under the Car Park Fee Agreements by the
lessees will be subject to actual usage, as agreed among the
parties, the maximum monthly fee payable by the lessees to the
Property Manager will not exceed in aggregate RMB180,000.00
for each of the car park locations. The aggregate amount of
car park expense paid by the lessees was RMB796,168.49
and RMB1,200,889.14 for Jiahua Lingyu Plaza Phase Il and
Jiahua Linghui Plaza Phase Il respectively for the year ended
31 December 2022, and has not exceeded the annual cap of
RMB2,160,000 and RMB2,160,000 for Jiahua Lingyu Plaza
Phase Il and Jiahua Linghui Plaza Phase Il respectively. The
relevant amount which are expected to be payable by the
lessees will not exceed RMB2,160,000 and RMB2,160,000 for
Jiahua Lingyu Plaza Phase Il and Jiahua Linghui Plaza Phase I
respectively for the year ending 31 December 2023.
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Report of the Directors (Continued)
EEEHRE (@)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

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

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

The Directors confirm that they have received a confirmation from its
auditor regarding the matters as stated in Chapter 14A.56 of the Listing
Rules for the continuing connected transactions.

The Directors confirm that the disclosure requirement in accordance
with Chapter 14A of the Listing Rules has been complied with by the
Company.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2022, 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 2022, purchases attributable to the
largest supplier of the Group amounted to approximately 6.7% 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.
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Report of the Directors (Continued)
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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 2022 have been reviewed by the audit committee before
recommending to the Board for approval.

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 2022, approximately HK$207,834,000 of
the proceeds so raised was used, and the unused proceeds of
approximately HK$57,166,000 was deposited with banks, the security
of which was adequately ensured.

Details of the used proceeds raised of approximately HK$207,834,000
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 Xinan Baocan Shenzhen, the PRC;

° as to approximately HK$10,400,000 for opening of a new store
in Luohu Shenzhen, the PRC;
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USE OF PROCEEDS RAISED FROM LISTING

(Continued)

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

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

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

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

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

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

° as to approximately HK$12,919,000 for the purchase of
transportation equipment;

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

o as to approximately HK$3,000,000 for the upgrade of the MIS;
o as to approximately HK$725,000 to promote the Company’s
brand image; and

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

The unused proceeds will be used by the Company for the purposes as
set out in the section headed “Future plans and use of proceeds” in the
prospectus of the Company dated 8 May 2007.
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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
2022 is set out in the sections of Chairman’s Statement, Management
Discussion and Analysis and Five Years Financial Summary on pages 6
to 12, pages 18 to 40 and pages 191 to 192 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 together with 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.

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).
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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

29 March 2023
Shenzhen, the PRC
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INDEPENDENT AUDITOR’S REPORT

B AR E R S

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

IBDO

E5E - +852 2218 8288
{2H : +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 76 to 189, which comprise the consolidated
statement of financial position as at 31 December 2022, 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 2022, 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 (“HKSASs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’'s Responsibilities
for the Audit of the Consolidated Financial Statements” section of
our report. We are independent of the Group in accordance with the
HKICPA'’s “Code of Ethics for Professional Accountants” (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report (Continued)
B ERE (&)

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2(b) in the consolidated financial statements,
which indicates that the Group incurred a loss of approximately
RMB107,897,000 for the year ended 31 December 2022, and as
of that date, its current liabilities exceeded its current assets by
approximately RMB71,583,000, while the Group had cash and cash
equivalents of approximately RMB66,171,000. As stated in Note 2(b),
these conditions indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

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. In addition to the matter described
in the “Material Uncertainty Related to Going Concern” section, we
have determined the matters described below to be the key audit
matters to be communicated in our report.

Valuation of investment properties
Refer to notes 3.5, 5(b) and 15 in the consolidated financial statements.

Management has estimated the fair value of the Group’s investment
properties located in the People’s Republic of China (“PRC”) to be
approximately RMB258,600,000 as at 31 December 2022 with a
fair value loss of approximately RMB15,600,000 for the year ended
31 December 2022 recorded in the consolidated statement of
comprehensive income. To support management’s determination,
the Group engaged an independent external valuer as management’s
expert to perform valuation on the investment properties.

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.
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Independent Auditor’s Report (Continued)
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KEY AUDIT MATTERS (Continued)

Valuation of investment properties (Continued)

Our key audit procedures in relation to management’s assessment for
valuation of investment properties included:

- assessing the appropriateness of the valuation methodology
and reasonableness of the key input data and assumptions
adopted in the valuation;

- checking, on sample basis, the accuracy of the input data used
to supportive evidence;

- involving an auditor’s expert to assist our assessment; and

- evaluating the competency, capabilities and objectivity of the
management’s expert and auditor’s expert.

Impairment assessment of non-financial assets
Refer to notes 3.7, 5(b), 13, 14 and 16 in the consolidated financial
statements.

As at 31 December 2022, the Group had property, plant and
equipment, right-of-use assets and intangible assets with carrying
amounts of approximately RMB150,870,000, RMB296,092,000 and
RMB6,463,000 respectively.

Management is required to perform impairment assessment on the
Group’s non-financial assets including property, plant and equipment,
right-of-use assets and intangible assets where indications of
impairment are identified.

For the purpose of assessing impairment, assets were tested at
cash generating unit(s) (the “CGU(s)”) level. Management judgement
is required in the area of asset impairment particularly in assessing
whether the carrying amount of an asset can be supported by the
recoverable amount, being the higher of fair value less costs of
disposal or value in use; and the appropriate key assumptions to be
applied in preparing cash flow projections. Based on the assessment
performed, for the year ended 31 December 2022, the management
concluded that an impairment loss of approximately RMB3,891,000
and RMB12,915,000 was made in respect of the Group’s property,
plant and equipment and right-of-use assets, respectively. To support
management’s assessment, the Group engaged an independent
external valuer as management’s expert.

70 Jiahua Stores Holdings Limited Annual Report 2022

FEEaEE(E)

REYFE 2 hE (%)

W REBBHREMFRMGEENTE - R
PARERIE B

- FHEREERTERANGETENE
EMERERHABBRERESAE

- HERERETHABRZERME

- RERBEIERBEEME &

-  AHEEEERRZRBENERAE
EREEEM -

FemEEZBEFE
BLHGEA M HRERNES7 - 50b) « 13+ 14
%16 o

NZTE_—F+-_A=1+—HH S£EHNY
¥ BELRE FTRARBREEAEFLEER
HES B &% AR 150,870,000 « AR
296,092,0007T & A R #6,463,0007T ©

ERERHEEZNAETRYN BEEEFS
REE  BREVE BELRE EHEER

EREREEEITRERE

MERENS  BEDNRSENRSES
BA([REEEEM])ETIH - EERE
AERAEEEHE  CLEAFGEETRD
(A FERLERARFEAEE &
NESE) EGANYHEEMERFEEE S
REEANMAMEE T2/BEK - RIE#ETZ
Ty HE_E-_—F+-_A=1+—HIF
E EBRESYzERAC AR BEE
EzH¥ - BERSHREAEEEEDR
BEEEB DRI ARES,891,0007T & A R
12,915,000 - A EEEEMFE - A%
EREBT —RINEPBELEEMAEEEER -



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

KEY AUDIT MATTERS (Continued)

Impairment assessment of non-financial assets (Continued)
We focused on this area due to the size of the non-financial assets and
in carrying out the impairment assessment, significant management
judgement was used to determine the underlying key assumptions.

Our key audit procedures in relation to management’s impairment
assessment of non-financial assets included:

- assessing the appropriateness of the management’s
identification of CGUs based on our understanding of the
Group’s business;

- evaluating the appropriateness of the methodologies applied in
respect of the assessment of the recoverable amounts;

- challenging the reasonableness of key assumptions of the cash
flow projections including annual projected revenue during
budget period, long term growth rate and discount rate based
on our knowledge of the Group’s business and industry;

- reconciling input data to supporting evidence, such as
approved budget and considering the reasonableness of this
evidence;

- involving an auditor’s expert to assist our assessment; and

- evaluating the competency, capabilities and objectivity of the
management’s expert and auditor’s expert.
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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.

QOur 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 ERE (&)

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)
B SRE (&)

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 concem.

evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves
fair presentation.

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

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

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

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

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 29 March 2023
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
meZHEBRER

For the year ended 31 December 2022
BE-_T-_—F+-A=1+—HILFE

2022 2021
—=E_— — LT —F

=

RMB’000 RMB’000
AR®TR ARBTT

Revenue WA 7(a) 335,272 434,237
Cost of inventories sold BEEFERA (168,004) (236,566)
167,268 197,671

Other operating income EAbag A 7(b) 51,832 47,199
Decrease in fair value of investment BEME 2 N ER D

properties 15 (15,600) (10,400)
Selling and distribution costs THE R HHRA (231,177) (240,267)
Administrative expenses THRAX (40,127) (45,621)
Other operating expenses HmageE s (2,266) (8,855)
(Impairment loss)/reversal of impairment ~ JEWE R GRi{EEE),

on loan receivables VERIEECAEl (881) 2,076
Finance costs BB 8 (39,438) (42,066)
Loss before income tax MPTSRLRTE TR 9 (110,389) (100,263)
Income tax credit FRiSTIE R 10 2,492 149

Loss and total comprehensive income F R R ZARQTHEE AES
for the year and attributable to EBEREEKNSELEE
owners of the Company (107,897) (100,114)

Loss per share for loss attributable to R R ARQTHEE AEG

the owners of the Company during EBEz2ERER :
the year:
— Basic and diluted (RMB cents) —EAXREE
(AR¥D) 12 (10.40) (9.65)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e AR R

As at 31 December 2022
RZBE-_—F+-A=+—H

2022 2021
—E—-= —E-—F
RMB’000 RMB’000
ARET T AREFIT
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Property, plant and equipment L E YN ] 13 150,870 205,470
Right-of-use assets FREEE 14 296,092 366,418
Investment properties EME 15 258,600 274,200
Intangible assets mEEE 16 6,463 5,902
Deposits paid, prepayments and other EffiEe - EIRERE
receivables ftb FE TR IE 17 15,920 16,525
Interests in an associate il N e 18 - =
727,945 868,515
Current assets REEE
Inventories and consumables FEKZFEMR 19 12,460 24,431
Trade and loan receivables EUE ZEFRER 20 53,267 52,631
Deposits paid, prepayments and other BEffiERe - BAREERE
receivables fth B YR IE 17 34,517 51,273
Tax recoverable AR EIF IR 66 388
Restricted bank deposit ZRRHIERITIFR 21 2,000 2,000
Cash and cash equivalents He&RReEEY 22 66,171 26,113
168,481 156,836
Current liabilities REBEE
Trade payables FERE SRR 23 54,029 66,808
Contract liabilities AHEE 24 19,794 20,058
Deposits received, other payables and EiirE - AR
accruals MIEETER 25 90,896 101,864
Amount due to a director N —REEFIR 26 59 59
Lease liabilities HEBaE 14 60,360 56,522
Borrowings BE 27 5,712 3,280
Provision for taxation TR 9,214 10,266
240,064 258,857
Net current liabilities REAEERE (71,583) (102,021)
Total assets less current liabilities HEERRBERE 656,362 766,494
EEFEERERAR —T-_FFIR 77



Consolidated Statement of Financial Position (Continued)

4 A

=]

Bk (&)

As at 31 December 2022
KRB —F+-A=+—H

2022 2021
—E-= —E-—F
RMB’000 RMB’000
ARET T AREFIT

Non-current liabilities EREBER
Lease liabilities HEEE 14 357,288 416,954
Borrowings BE 27 151,464 90,133
Deferred tax liabilities RIEFRIBEE 28 16,201 20,101
524,953 527,188
Net assets EEFE 131,409 239,306

EQUITY ER

Share capital &N 29 10,125 10,125
Reserves ] 30 121,284 229,181
Total equity RERBE 131,409 239,306
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MEERBER

For the year ended 31 December 2022
BE-_T-_—F+-A=t+—RHILFE

Statutory Property
Share Share Statutory welfare Merger revaluation Translation ~ Accumulated
capital premium reserve reserve reserve reserve reserve losses
EE LES
[ REE EERE EHES XA Eftfafe BERE 2R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFTT A\RETF ARBTT ARETT AR%TT ARETR Tt AR%TT  ARETR
At 1 January 2021 —ECo-E
—A—H 10,125 252,478 68,034 2,286 12,373 431 (969) (5,338) 339,420
Loss for the year FREE - - - - - - - (100,114) (100,114)
Total comprehensive ~ FRZARGEE
income for the year - - - - - - - (100,114) (100,114)
Transfer to statutory ~ EBEETERE
reserve - - 551 - - - - (551) -
At 31 December 2021  R=Z=—%
and 1 January 2022 +-A=+-A
k- Sk -3
—A—B 10,125 252,478 68,585 2,286 12,373 431 (969) (106,003) 239,306
Loss for the year FREE = - - - - - - (107,897) (107,897)
Total comprehensive  FRZEREEE
income for the year - - - - - - - (107,897) (107,897)
Transfer to statutory BB EEE
reserve i - - 386 - - - = (386) =
At 31 December 2022 R=-ZB=-—f
+-A=1+-H 10,125 252,478 68,971 2,286 12,373 431 (969) (214,286) 131,409
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERERER

For the year ended 31 December 2022
BE-_T-_—F+-A=1+—HILFE

2022 2021

B

—E - —F
RMB’000
AREFIT

Notes RMB’000
BosE AR¥ET T

RETDNRERE

Cash flows from operating activities

Loss before income tax KR PTIS TR AT E 1R (110,389) (100,263)
Adjustments for: BUATSBEENAR

Interest income MEKA 7(b) (164) (624)
Finance costs BhE KA 8 39,438 42,066
COVID-19-related rent concessions COVID-19tEFEHE & B R 14 (10,840) (837)
Depreciation of property, plant and Y% - BREMERETE

equipment 9 60,127 59,294
Depreciation of right-of-use assets FREEENSE 9 58,361 69,601
Loss on disposal of property, plant LEME - BE RRE

and equipment HE1E 9 158 578
Decrease in fair value of investment LEMERNTFERD

properties 15 15,600 10,400
Amortisation of intangible assets B & Y 9 1,205 932
Impairment loss on property, plant M - BEREMER

and equipment ZIBIEEE 9 3,891 =
Impairment loss on right-of-use assets FREEERERE 9 12,915 -
Impairment loss/(reversal of impairment)  FEMWEFCRERE, (R

on loan receivables B#E) 881 (2,076)
Written-off of other receivable H At FE UGB RS S 3,800
Obsolete inventories written-off and BREFTEMERTES

inventories loss/(gain), net 1B/ () F58 9 31 (14)
Written-off of property, plant and M - BRE &R

equipment 9 1 690
Gain on early termination of lease IREZRIEE O 14 - (275)

Operating profit before working capital LHBEECEHAIKL L RT

changes 71,215 83,272
Decrease in inventories and consumables 175 & 5 &5 11,940 1,978
(Increase)/decrease in trade and loan ERE ZFESRER(E

receivables m,/ md (1,517) 9,374
Decrease in deposits paid, prepayments B 11&4 « FERRERE

and other receivables ftb FE U R IR R D 16,756 2,538
Decrease in trade payables BB SRR (12,779) (8,246)
Decrease in contract liabilities EHaERd (264) (801)
Decrease in deposits received, other B S - HabERIE

payables and accruals LEET B AR (10,968) (17,742)
Cash generated from operations REEBFRBRES 74,383 70,373
Interest received BUF B 164 624
Income tax paid EEAEH (2,138) (1,158)
Net cash from operating activities AR E R ATIE S %) F 58 72,409 69,839
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Consolidated Statement of Cash Flows (Continued)

uvT = Iﬁé/}lbi%‘% (:%E)

For the year ended 31 December 2022
HE-T-_ "+ - A=+—HIFE

2022 2021
—=E_— —E_—F
RMB’000 RMB’000
AR¥T T ARBTT
Cash flows from investing activities RETHNRERE
Payments to deposit of leases HERESAH 605 343
Refund of deposit for acquisition of BREBAYE - BE &K
property, plant and equipment B2 = 3,632
Purchase of property, plant and BAME - BB L&
equipment (9,602) (45,877)
Purchase of intangible assets BAEFEE (1,766) (1,382)
Proceeds from disposals of property, HEMZE - BRE KRBT
plant and equipment 1S538 25 1,400
Net cash used in investing activities KRETETHH 2 F5E (10,738) (41,884)
Cash flows from financing activities AEIENRERE
Proceeds from borrowings BEFSHRIE 36 72,487 30,000
Repayment of borrowings BEEE 36 (8,724) (3,530)
Repayment of principal portion of lease EEHEEAE A
liabilities 36 (45,938) (62,870)
Repayment of interest portion of lease BEEEAEZMNERD
liabilities 36 (33,229) (37,356)
Interest paid BEAFE 36 (6,209) (4,710)
Net cash used in financing activities BB E B & FEE (21,613) (78,466)
Net increase/(decrease) in cash and HeERBESEEYHE M,
cash equivalents (RA)E58 40,058 (50,511)
Cash and cash equivalents at R—B—HHWEELERES
1 January £E8Y 26,113 76,624
Cash and cash equivalents at Rt+=-A=+—HAWEE
31 December REEZEY 22 66,171 26,113
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2022

82

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,
Cayman Islands and Level 4, Jiahua Ming Yuan, No. 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 (“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 35 to the consolidated financial statements.
“The Group” comprises the Company and its subsidiaries.

BASIS OF PREPARATION

(@) Statement of compliance
The consolidated financial statements on pages 76 to
189 have been prepared in accordance with all Hong
Kong Financial Reporting Standards (“HKFRSs”),
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to as
the “HKFRS”) and the disclosure requirements of the
Hong Kong Companies Ordinance. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange.

The significant accounting policies that have been
used in the preparation of the consolidated financial
statements are summarised in note 3. These policies
have been consistently applied to all the years presented
unless otherwise stated. The adoption of new or
amended HKFRS and the impacts on the consolidated
financial statements, if any, are disclosed in note 4.

It should be noted that accounting estimates and
assumptions are used in preparation of the consolidated
financial statements. Although these estimates
are based on management’s best knowledge and
judgement of current events and actions, actual results
may ultimately differ from those estimates. The areas
involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant
to the consolidated financial statements, are disclosed
in note 5.
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Notes to the Consolidated Financial Statements (Continued)
iSRRI (8)

For the year ended 31 December 2022

BE-_T-_—F+-A=t+—RHILFE

PN
=]

2.

BASIS OF PREPARATION (Continued)

(b)

Basis of measurement and going concern
assumption

The consolidated 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 in note 3.

The Group incurred a loss of approximately
RMB107,897,000 for the year ended 31 December
2022, and as of that date, its current liabilities exceeded
its current assets by approximately RMB71,583,000,
while the Group had cash and cash equivalents of
approximately RMB66,171,000. These conditions
indicate that a material uncertainty exists that may cast
significant doubt on the Group’s ability to continue as a
going concern and, therefore, that it may be unable to
realise its assets and discharge its liabilities in the normal
course of business.

In assessing the appropriateness of the use of the going
concern basis in the preparation of the consolidated
financial statements, the directors of the Company (the
“Directors”) have prepared a cash flow forecast covering
a period up to March 2024 (the “Cash Flow Forecast”).
The Directors have given careful consideration to the
future liquidity and performance of the Group and the
Group’s available sources of financing in assessing
whether the Group will have sufficient financial
resources to continue as a going concern. The following
considerations have been taken into account in the
Cash Flow Forecast:

(i) As at the approval date of these consolidated
financial statements, the unutilised banking
facility available for drawdown amounted to
RMB10,000,000;

(i On 10 March 2023, the Group has entered into
an agreement with a debtor of loan receivable
for the new repayment terms (the “New
Repayment Schedule”). Pursuant to the New
Repayment Schedule, the debtor will repay the
aggregate principal and interest amount at a
minimum of RMB5,000,000, RMB7,000,000 and
RMB8,000,000 within the second quarter, third
quarter and last quarter of 2023, respectively;
and
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Notes to the Consolidated Financial Statements (Continued)

o
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BAESERARMEE ()

For the year ended 31 December 2022

2.

84

BASIS OF PREPARATION (Continued)

(b)

Basis of measurement and going concern

assumption (Continued)

(iii The management of the Group has been
endeavouring to enhance its operation to improve
its cash flow from operations to strengthen its
working capital.

The Directors considered that the Group would have
sufficient financial resources to finance its operations
and to meet its financial liabilities as and when they
fall due so as to enable the Group as a going concern
notwithstanding that there are, material uncertainties
as to whether the Group would be able to successfully
implement the above plans and measures, including
timely repayment from a debtor of loan receivable of
approximately RMB20,000,000 pursuant to the term
of the New Repayment Schedule; and generation of
sufficient operating cash flows based on its forecasted
revenue. Accordingly, the Directors are satisfied that
it is appropriate to prepare the consolidated financial
statements on a going concern basis.

Should the Group be unable to continue in business as
a going concern, adjustments would have to be made to
reduce the carrying values of the Group’s assets to their
realisable amounts, to provide for liabilities which might
arise, and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities,
respectively. The effect of these adjustments has not
been reflected in the consolidated financial statements.

Functional and presentation currency

ltems included in the financial statements of each of
the group entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Renminbi (“RMB”),
which is the Company’s presentation and functional
currency. All values are rounded to the nearest
thousands except when otherwise indicated.
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Notes to the Consolidated Financial Statements (Continued)
ARE SRR (8)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

Business combination and basis of
consolidation

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

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

The Group accounts for business combinations using
the acquisition method when the acquired set of
activities and assets meets the definition of a business
and control is transferred to the Group. In determining
whether a particular set of activities and assets is a
business, the Group assesses whether the set of assets
and activities acquired includes, at a minimum, an input
and substantive processes and whether the acquired
set has the ability to produce outputs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.1

Business combination and basis of
consolidation (Continued)

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

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration are
recognised against goodwill only to the extent that
they arise from new information obtained within the
measurement period (@ 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.

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. Non-
controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to owners of the Company. Profit
or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling interests. 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)
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For the year ended 31 December 2022
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.1

3.2

Business combination and basis of
consolidation (Continued)

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control of the subsidiary are
accounted for as equity transactions. The carrying
amount of the Group’s interests and the non-controlling
interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling
interests are adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to the owners of the Company.

When the Group loses control of a subsidiary, the
gain 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 (i) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
and any non-controlling interests. Amounts previously
recognised in other comprehensive income in relation to
that subsidiary are accounted for on the same basis as
would be required if the relevant assets or liabilities were
disposed of.

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:
(i) power over the investee, (i) exposure, or rights, to
variable returns from the investee, and (jii) 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3

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.

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.
Any excess of the Group’s share of the net fair value
of the identifiable assets and liabilities over the cost
of investment, after reassessment, is recognised
immediately in profit or loss. Where there is objective
evidence that the investment in an associate has been
impaired, the carrying amount of the investment is
tested for impairment in the same way as other non-
financial assets.
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Notes to the Consolidated Financial Statements (Continued)
ARE SRR (8)

For the year ended 31 December 2022

BE—ZT-—F+-A=t—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

Property, plant and equipment

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

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

Property, plant and equipment are depreciated so as to
write off their cost or valuation net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful lives are as
follows:
Leasehold buildings 54 years or over the
terms of land use rights,
whichever is shorter
Leasehold improvements 5 to 10 years or over the
lease terms,
whichever is shorter

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

equipment

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

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5

3.6

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.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits
are expected from the disposal. Any gain or loss arising
on derecognition of the property, calculated as the
difference between the net disposal proceeds and the
carrying amount of the asset is included in profit or loss
in the period in which the property is derecognised.

Intangible assets

(i) Intangible assets acquired separately
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.

The amortisation expense is recognised in profit
or loss and included in administrative expenses.
The useful lives and amortisation method are
reviewed, and adjusted if appropriate, at the
end of each reporting period. Amortisation is
provided on a straight-line basis over their useful
lives as follows:
Computer software 5-10 years
(ii) Subsequent expenditure
Subsequent expenditure is capitalised only
when it increases the future economic benefits
embodied in the specific asset to which it relates.
All other expenditure is recognised in profit or
loss as incurred.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.6
(iii)

(iv)

Intangible assets (Continued)

Derecognition of intangible assets

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains or losses
arising from derecognition of an intangible asset,
measured as the difference between the net
disposal proceeds and the carrying amount of
the asset, are recognised in profit or loss when
the asset is derecognised.

Impairment of intangible assets

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 3.7).

If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable
amount.

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

3. IESHEREBMEME)

3.6
(iii)

(iv)

EEREERERAF]

BIEE (&)

RILTERBIEE

B EAERNHERER
HEARHEZEER
P& RARRAE R a2
B 4% LEFERR o A% IEERR
BRVEEELZHMER
BERZHERFIFRR
HEERAERZER
FTE - WRR IEHERE
R B EE A T IARERR ©

BILEERE
HWEPRER  AEBAR
AERFHcBLEE

AJBERE - BIE#ETTR
BRI o s R AT
Rz B EESFET
BERH - THRZEE
WEERBSHBAEM
WMEDR - BLEE)
BB BEREERA
W e & BEAE T TREAT A
(FF2RMES.7) -

T EE 2 e %
BMAOREKRAEE - A%
BEEZRHEE/RD
EHMKOIEER -

B 1R S BB FERR S
s RIFEREER
EfSRIER - EHE
mT O BEBERKRR

AEMREBEEE®A
ik o
e S 91



Notes to the Consolidated Financial Statements (Continued)

o
o)

BAESERARMEE ()

For the year ended 31 December 2022

3.

92

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

Impairment of assets (other than financial
assets)

At the end of each reporting period, the Group reviews
the carrying amounts of assets (other than financial
assets) to determine whether there is any indication that
those assets have suffered an impairment loss or an
impairment loss previously recognised no longer exists
or may have decreased.

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

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

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

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

3.8

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) 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 (“OCI”),
in which case, the exchange differences are also
recognised in OCI.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency
of the Group (i.e. RMB) 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 OCI and accumulated in equity as
translation reserve (attributed to non-controlling interests
as appropriate). Exchange differences recognised
in profit or loss of group entities’ separate financial
statements on the translation of long-term monetary
items forming part of the Group’s net investment in the
foreign operation concerned are reclassified to OCI and
accumulated in equity as translation reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the translation
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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9

Revenue recognition

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration
to which the Group expects to be entitled in exchange
for those goods or services, excluding those amounts
collected on behalf of third parties. Revenue excludes
value added tax or other sales taxes and is after
deduction of any trade discounts.

Depending on the terms of the contract and the laws
that apply to the contract, control of the goods or
service may be transferred over time or at a point in
time. Control of the goods or service is transferred over
time if the Group’s performance:

- provides all of the benefits received and
consumed simultaneously by the customer;

- creates or enhances an asset that the customer
controls as the Group performs; or

— does not create an asset with an alternative use
to the Group and the Group has an enforceable
right to payment for performance completed to
date.

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains
control of the goods or service.

When the contract contains a financing component
which provides the customer a significant benefit
of financing the transfer of goods or services to the
customer for more than one year, revenue is measured
at the present value of the amounts receivable,
discounted using the discount rate that would be
reflected in a separate financing transaction between the
Group and the customer at contract inception.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. IXEE:HHEME(E)
POLICIES (Continued)

Where the contract contains a financing component
which provides a significant financing benefit to the
Group, revenue recognised under that contract includes
the interest expense accreted on the contract liability
under the effective interest method.

For contracts where the period between the payment
and the transfer of the promised goods or services is
one year or less, the transaction price is not adjusted for
the effects of a significant financing component, using
the practical expedient in HKFRS 15.

(i) Sale of goods

The Group sells goods directly to retail customers
within retail stores. Revenue recognised from sale
of goods is recognised at a point in time when
the product is transferred to the customers.
There is generally only one performance
obligation. Payment of the transaction price is
due immediately when the customers purchase
the good. Discounts, coupons and other cash
incentive to customers are accounted for as
reduction of the transactions prices.

Some of the Group’s contracts with customers
from the sale of goods provides customers a
right of return. These rights of return allow the
returned goods to be refunded in cash. The right
of return gives rise to variable consideration.
The variable consideration is estimated at
contract inception and constrained until the
associated uncertainty is subsequently resolved.
The application of the constraint on variable
consideration increases the amount of revenue
that will be deferred. In addition, a refund liability
and a right to recover returned goods assets are
recognised.

3.9 Revenue recognition (Continued) 3.9 WARR(E)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.9 Revenue recognition (Continued)

(ii)

(iii)

(iv)

Commissions from concessionaire sales

The Group recognises commission income over
time which it is entitled and is based on certain
percentage of sales made by the concessionaires
in accordance with the terms of contracts.
When they fail to meet the minimum guarantee
income in accordance with the terms of certain
contracts, the minimum guarantee amount is
recognised as income as it is the amount that
the Group has the right to receive. Invoices are
usually payable from 30 to 90 days.

Customer loyalty programme and prepaid gift
cards

The Group operates a customer loyalty
programme where retail customers accumulate
points for purchases made which entitle them
to redeem award points for discounts in future
purchase. The transaction price of award points
is allocated to the product and the award
points on a relative stand-alone selling price
basis. Revenue from the award points and
prepaid gift cards is recognised when the award
points and prepaid gift cards are redeemed.
Contract liabilities are recognised until the award
points and prepaid gift cards are redeemed.
Contract liabilities in relation to customer loyalty
programme and prepaid gift cards were included
in contract liabilities.

Variable consideration

For contracts that contain variable consideration,
the Group recognises the amount of
consideration to which it is entitled using the
most likely amount, which better predicts the
amount of consideration to which the Group is
entitled. The amount of variable consideration
is included in the transaction price only to the
extent that it is highly probable that such an
inclusion will not result in a significant revenue
reversal in the future when the uncertainty
associated with the variable consideration is
subsequently resolved.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9
v)

(vi)

(vii)

Revenue recognition (Continued)

Principal versus agent

When another party is involved in providing
goods or services to a customer, the Group
determines whether the nature of its promise
is a performance obligation to provide the
specified goods or services itself (i.e. the Group
is a principal) or to arrange for those goods or
services to be provided by the other party (i.e.
the Group is an agent). The Group is a principal
if it controls the specified goods or service
before that goods or service is transferred
to a customer. The Group is an agent if its
performance obligation is to arrange for the
provision of the specified goods or service by
another party. In this case, the Group does not
control the specified goods or service provided
by another party before that goods or service is
transferred to the customer. When the Group
acts as an agent, it recognises revenue in the
amount of any fee or commission to which it
expects to be entitled in exchange for arranging
for the specified goods or services to be
provided by the other party.

The Group acts as an agent for concessionaire
sales as the Group does not control the specified
goods provided by the concessionaires before
the goods transferred to a customer.

Rental income
Rental income under operating leases is
recognised in accordance with note 3.10.

Administration and management fee income
The Group provides administration and
management service to operators of
concessionaire counters and tenants. The
administration and management fee income is
recognised overtime when the Group transfers
the control of services over time based on
the actual service provided to the end of the
reporting period as a proportion of the total
services to be provided, as the operators of
concessionaire counters and tenants receive and
consume the benefits simultaneously. Invoices
are usually receivable from 30 to 90 days.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.9 Revenue recognition (Continued)
(viii)  Interest income
Interest income is accrued on a time basis on the
principal outstanding at the applicable interest
rate using effective interest method.
(ix) Contract assets and contract liabilities

A contract asset represents rights to
consideration in exchange for services that the
Group has transferred to a customer that is not
yet unconditional.

A contract liability represents the Group’s
obligations to transfer services to a customer
for which the Group has received consideration,
(or an amount of consideration is due) from the
customer.

3.10 Leases

U]

The Group as a lessee

All leases are required to be capitalised in the
consolidated statement of financial position
as right-of-use assets and lease liabilities, but
accounting policy choices exist for an entity
to choose not to capitalise (i) leases which are
short-term leases; and/or (i) leases for which the
underlying asset is of low-value. The Group has
elected not to recognise right-of-use assets and
lease liabilities for both of the choices. The lease
payments associated with those leases have
been expensed on straight-line basis over the
lease term.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.10 Leases (Continued)

U]

The Group as a lessee (Continued)
Right-of-use asset

The right-of-use asset is initially recognised at
cost and would comprise: (i) the amount of the
initial measurement of the lease liability (see
below for the accounting policy to account for
lease liability); (i) any lease payments made
at or before the commencement date, less
any lease incentives received; (iii) any initial
direct costs incurred by the lessee; and (iv) an
estimate of costs to be incurred by the lessee
in dismantling and removing the underlying
asset to the condition required by the terms
and conditions of the lease, unless those costs
are incurred to produce inventories. Except for
right-of-use asset that meets the definition of an
investment property, the Group measures the
right-of-use assets applying a cost model. Under
the cost model, the Group measures the right-
of-use assets at cost, less any accumulated
depreciation and any impairment losses, and
adjusted for any remeasurement of lease liability.

The Group accounts for leasehold land and
buildings that are held for rental or capital
appreciation purpose under HKAS 40 and are
carried at fair value. The Group accounts for
leasehold buildings which is held for own use
under HKAS 16 and are carried at cost less
accumulated depreciation. The Group also has
leased a number of properties under tenancy
agreements which the Group exercises its
judgement and determines that it is a separate
class of asset from the leasehold buildings which
is held for own use. As a result, the right-of-use
assets arising from the properties under tenancy
agreements are carried at depreciated cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.10 Leases (Continued)

U]

The Group as a lessee (Continued)

Lease liability

The lease liability is recognised at the present
value of the lease payments that are not paid
at the date of commencement of the lease.
The lease payments are discounted using the
interest rate implicit in the lease, if that rate can
be readily determined. If that rate cannot be
readily determined, the Group uses the lessee’s
incremental borrowing rate.

The following payments for the right to use the
underlying asset during the lease term that are
not paid at the commencement date of the lease
are considered to be lease payments: (i) fixed
payments less any lease incentives receivable:
(ii) variable lease payments that depend on an
index or a rate, initially measured using the index
or rate as at commencement date; (i) amounts
expected to be payable by the lessee under
residual value guarantees; (iv) the exercise price
of a purchase option if the lessee is reasonably
certain to exercise that option; and (v) payments
of penalties for terminating the lease, if the lease
term reflects the lessee exercising an option to
terminate the lease.

Subsequent to the commencement date,
the Group measures the lease liability by: (i)
increasing the carrying amount to reflect interest
on the lease liability; (ii) reducing the carrying
amount to reflect the lease payments made;
and (iii) remeasuring the carrying amount to
reflect any reassessment or lease modification,
or to reflect revised in-substance fixed lease
payments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. ES:BEMEE)
POLICIES (Continued)
3.10 Leases (Continued) 310 HE(E)
i The Group as a lessee (Continued) i AEBERAEEA(E)
Lease liability (Continued) HEEEE)
When the Group renegotiates the EAEBEEBEAETH
contractual terms of a lease with the lessor, EREES LR
if the renegotiation results in one or more 1ﬁi#ﬁﬁ§?ﬁ B R
additional assets being leased for an amount BEIINFAENES

commensurate with the standalone price
for the additional rights-of-use obtained, the
modification is accounted for as a separate
lease, in all other cases, where the renegotiated
increases the scope of the lease (whether
that is an extension to the lease term, or one
or more additional assets being leased), the
lease liability is remeasured using the discount
rate applicable on the modification date, with
the right-of-use asset being adjusted by the
same amount. With the exception to which
the practical expedient for COVID-19-Related
Rent Concessions applies, if the renegotiation
results in a decrease in the scope of the lease,
both the carrying amount of the lease liability
and right-of-use asset are reduced by the same
proportion to reflect the partial or full termination
of the lease with any difference recognised in
profit or loss. The lease liability is then further
adjusted to ensure its carrying amount reflects
the amount of the renegotiated payments over
the renegotiated term, with the modified lease
payments discounted at the rate applicable on
the modification date and the right-of-use asset is
adjusted by the same amount.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.10 Leases (Continued)

3.1

(ii)

The Group as a lessor

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

When the Group is an intermediate lessor, it
accounts for the head lease and the sub-lease as
two separate leases. The sub-lease is classified
as a finance or operating lease by reference
to the right-of-use asset arising from the head
lease.

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.

Any changes in the scope of the consideration
for a lease that was not part of the original terms
and conditions of the lease are accounted for
as lease modifications. The Group accounts for
a modification to an operating lease as a new
lease from the effective date of the maodification,
recognising the remaining lease payments as
income on a either a straight-line basis or another
systematic basis over the remaining lease term.

Inventories and consumables

Inventories comprise merchandise for resale and are
stated at lower of cost and net realisable value. Cost
of merchandise, representing the purchase cost, is
calculated on the first-in first-out basis. Net realisable

value is the estimated selling price in the ordinary course

of business less the estimated costs necessary to make

to sale.

Consumables for own consumption are stated at cost.
Cost is determined using the weighted average method.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. IXEE:HHEME(E)
POLICIES (Continued)
3.12 Income taxes 3.12 friEH

Income taxes for the year comprise 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. The amount of
current tax payable or receivable is the best estimate
of the tax amount expected to be paid or received that
reflects any uncertainty related to income tax.

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 not deductible for tax purposes and
initial recognition of assets and liabilities that are not
part of the business combination which affect neither
accounting nor taxable profits, taxable temporary
differences arising on investments in subsidiaries and
associates 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, 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,
provided that the deductible temporary differences
are not arisen from initial recognition of assets and
liabilities in a transaction other than in a business
combination that affects neither taxable profit nor the
accounting profit. Deferred tax is measured at the tax
rate 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, and reflects any
uncertainty related to income taxes.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12

3.13

Income taxes (Continued)

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

The carrying amounts of deferred tax assets are
reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the assets
to be recovered.

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.

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on
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, which are subject to an insignificant
risk of changes in value, and have a short maturity of
generally within 3 months when acquired.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on
hand and at bank which are not restricted as to use.
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Notes to the Consolidated Financial Statements (Continued)
e IR (B

For the year ended 31 December 2022
BE_Z_—_F+_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. ESiBERHEE(E)
POLICIES (Continued)
3.14 Financial instruments 314 €mTE
i) Financial assets (i) EREE

A financial asset (unless it is a trade receivable THREE(TEENM
without a significant financing component) is BEHHHEKRE F RN
initially measured at fair value plus, for an item BN BRIE AT EE
not at fair value through profit or loss (“FVTPL?), b b B S BT B e
transaction costs that are directly attributable to BEEEEEBENRZK

its acquisition or issue. Trade receivable without
a significant financing component is initially
measured at the transaction price.

All regular way purchases and sales of financial
assets are recognised on the trade date, that is,
the date that the Group commits to purchase
or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets
that require delivery of assets within the period
generally established by regulation or convention
in the market place.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model
for managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments of
principal and interest are measured at amortised
cost. Financial assets at amortised cost are
subsequently measured using the effective
interest method. Interest income, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.
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106

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

U]

Financial assets (Continued)

Debt instruments (Continued)

Fair value through other comprehensive income
(“FVTOCI”): Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent
solely payments of principal and interest, are
measured at FVTOCI. Debt investments at
FVTOCI are subsequently measured at fair value.
Interest income calculated using the effective
interest method, foreign exchange gains and
losses and impairment are recognised in profit or
loss. Other net gains and losses are recognised
in OCI. On derecognition, gains and losses
accumulated in OCI are reclassified to profit or
loss.

FVTPL: Financial assets at FVTPL include
financial assets held for trading, financial assets
designated upon initial recognition at FVTPL,
or financial assets mandatorily required to be
measured at fair value. Financial assets are
classified as held for trading if they are acquired
for the purpose of selling or repurchasing in
the near term. Derivatives, including separated
embedded derivatives, are also classified as
held for trading unless they are designated as
effective hedging instruments.

Financial assets with cash flows that are not
solely payments of principal and interest are
classified and measured at FVTPL, irrespective of
the business model. Notwithstanding the criteria
for debt instruments to be classified at amortised
cost or at FVTOCI, as described above, debt
instruments may be designated at FVTPL on
initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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Notes to the Consolidated Financial Statements (Continued)

e MISHRRNEE (&)

For the year ended 31 December 2022
BE_Z_—_F+_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.14 Financial instruments (Continued)

Financial assets (Continued)

Equity instruments

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent changes
in the investment’s fair value in OCI. This election
is made on an investment-by-investment basis.
Equity investments at FVTOCI are measured
at fair value. Dividend income are recognised
in profit or loss unless the dividend income
clearly represents a recovery of part of the cost
of the investments. Other net gains and losses
are recognised in OCI and are not reclassified
to profit or loss. All other equity instruments
are classified as FVTPL, whereby changes in
fair value, dividends and interest income are
recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for
expected credit losses (“ECLs”) on trade
receivables and financial assets measured at
amortised cost. The ECLs are measured on
either of the following bases: (1) 12-months
ECLs: these are the ECLs that result from
possible default events within the 12 months
after the reporting date; and (2) lifetime ECLs:
these are ECLs that result from all possible
default events over the expected life of a financial
instrument. The maximum period considered
when estimating ECLs is the maximum
contractual period over which the Group is
exposed to credit risk.

Measurements of ECLs

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as
the difference between all contractual cash
flows that are due to the Group in accordance
with the contract and all the cash flows that the
Group expects to receive. The shortfall is then
discounted at an approximation to the assets’
original effective interest rate.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.14 Financial instruments (Continued)
(ii) Impairment loss on financial assets

(Continued)

Measurements of ECLs (Continued)

The Group measured loss allowances for trade
receivables using HKFRS 9 simplified approach
and has calculated ECLs based on lifetime ECLs.
The Group has established a provision matrix
that is based on the Group’s historical credit
loss experience, adjusted for forward-looking
factors specific to the debtors and the economic

environment.

For other debt financial assets, the ECLs are
based on lifetime ECLs except when there has
not been a significant increase in credit risk since
initial recognition, in which case the allowance
will be based 12-month ECLs.

Significant increases in credit risk

When determining whether the credit risk of a
financial asset has increased significantly since
initial recognition and when estimating ECL, the
Group considers reasonable and supportable
information that is relevant and available
without undue cost or effort. This includes both
quantitative and qualitative information analysis,
based on the Group’s historical experience
and informed credit assessment and including
forward-looking information.

The Group compares the risk of default occurring
on the financial instrument assessed at the
reporting date with that assessed at the date of
initial recognition. In making this reassessment,
the Group considers that a default event occurs
when (i) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse
by the Group to actions such as realising security
(if any is held); or (i) the financial asset is 90 days
past due. The Group considers both quantitative
and qualitative information that is reasonable
and supportable, including historical experience
and forward-looking information that is available
without undue cost or effort.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2022
BE_Z_—_F+_A=+—HItFE

Significant increases in credit risk (Continued)
Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis,
the financial instruments are grouped based on
shared credit risk characteristics, such as past
due status and credit risk ratings.

The Group considers a financial asset to be
credit-impaired when: (i) significant financial
difficulty of the debtor; (ii) a breach of contract,
such as a default or delinquency in interest or
principal payments; (i) it is probable that the
debtor will enter bankruptcy or other financial
reorganisation; (iv) significant changes in the
technological, market, economic or legal
environment that have an adverse effect on
the debtors; or (v) the disappearance of an
active market for a security because of financial
difficulties of the issuer.

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account.

Write-off policy

The Group writes off a financial asset when there
is information indicating that the debtor is in
severe financial difficulty and there is no realistic
prospect of recovery. Financial assets written
off may still be subject to enforcement activities
under the Group’s recovery procedures, taking
into account legal advice where appropriate. Any
recoveries made are recognised in profit or loss.

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. ES:BEMEE)
POLICIES (Continued)
3.14 Financial instruments (Continued) 314 @I E(E)
(ii) Impairment loss on financial assets (i) SRIEEZRERERE
(Continued) (#8)
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3.

110

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

(ii)

(iii)

(iv)

Impairment loss on financial assets
(Continued)

Basis of calculation of interest income

Interest income on credit-impaired financial
assets is calculated based on the amortised
cost (i.e. the gross carrying amount less loss
allowance) of the financial asset. For non-credit-
impaired financial assets, interest income is
calculated based on the gross carrying amount.

Financial liabilities

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

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade payables, deposits received, other
payables and accruals, amount due to a director
and borrowings 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.

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.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2022
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. IXEE:HHEME(E)
POLICIES (Continued)

3.14 Financial instruments (Continued) 314 @I E(E)

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

(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 HKFRS 9.

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

3.15 Employee benefits

Short-term employee benefits

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

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

Retirement benefits

Pursuant to the relevant regulations of the PRC
government, the Group participates in a local municipal
government retirement benefit scheme (the “Retirement
Scheme”), whereby the subsidiaries of the Company in
the PRC are required to contribute certain percentages
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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.15

3.16

Employee benefits (Continued)

Retirement benefits (Continued)

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. There are no provisions under
the Retirement Scheme whereby forfeited contributions
may be used to reduce future contributions.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants will
be received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that
the Group should purchase, construct or otherwise
acquire non-current assets (including property, plant
and equipment) are recognised as deferred income in
the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
pasis over the useful lives of the related assets.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the
purpose of giving immediate financial support to the
Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable and are recognised as other revenue, rather
than reducing the related expense.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17

3.18

3.19

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium (net of
any related income tax benefit) to the extent they are
incremental costs directly attributable to the equity
transaction.

Provisions and 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;

(i) has significant influence over the Group;
or

(iii) is a member of key management
personnel of the Group or the Company’s
parent.
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3.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.19 Related parties (Continued)
(b) An entity is related to the Group if any of the
following conditions apply:

(i)

(i)

V)

(v)

(vii)

(viil

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

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

Both entities are joint ventures of the
same third party.

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

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

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

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

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Group.
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Notes to the Consolidated Financial Statements (Continued)
IRE M HRRME (B

For the year ended 31 December 2022
BE-_T-_—F+-A=t+—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. ESHBEEHZEE)
POLICIES (Continued) N
3.19 Related parties (Continued) 3.19 BT (&)
Close members of the family of a person are those R-ATHIRBZTRER
family members who may be expected to influence, or ﬁﬁj%f;fﬁ%fﬁﬁﬂ—j?; —E7EZUN
be influenced by, that person in their dealings with the iyﬂ;i% AT HEBOREK
entity and include: g RBHE:
() that person’s children and spouse or domestic (i ZBANLTHF R RS
partner; HREB
(ii) children of that person’s spouse or domestic (ii ZBATH BN R EE
partner; and BHOTR K
(iii dependents of that person or that person’s (i E%%}\\igjzg%% }\éﬁ'ﬂ
spouse or domestic partner. %Eft%ﬁk%ﬁ%ﬁéﬁ'ﬂﬁﬁ
3.20 Segment reporting 3.20 7 EPHwE
The Group identifies operating segments and prepares ARERIEEHRANTES
segment information based on the regular internal /kﬁﬂ@ﬂéﬁi$&.%ﬁ%
financial information reported to the executive directors 7 REHZSBD 2 KB MA
for their decisions about resources allocation to the WEZHZNBAHER - #
Group’s business components and for their review of ERED B RRRD AR -
the performance of those components. The business ﬁ%ﬂﬁi% 2 RERE R &
components in the internal financial information reported Ft e Zii\%% DIRAEEZ
to the executive directors are determined following the TEXBEE -

Group’s major operations.
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Notes to the Consolidated Financial Statements (Continued)

AREBITEIRARMIEE ()
For the year ended 31 December 2022
BE_Z_—_F+_A=+—HItFE

4. ADOPTION OF NEW OR AMENDED HKFRS

(@) Adoption of amended HKFRS - effective 1

January 2022

The Hong Kong Institute of Certified Public Accountants
has issued a number of amended HKFRS that are first
effective for the current accounting period of the Group:

Amendments to
HKFRS 3

Amendments to
HKAS 16

Amendments to
HKAS 37

Annual Improvements
to HKFRSs
2018-2020 Cycle

Reference to the Conceptual
Framework

Property, Plant and Equipment
— Proceeds before Intended
Use

Onerous Contracts — Cost of
Fulfiling a Contract

Amendments to HKFRS 1
First-time Adoption of Hong
Kong Financial Reporting
Standards, HKFRS 9
Financial Instruments,
HKFRS16 Leases and
HKAS 41 Agriculture

None of these amended HKFRS has a material impact
on the Group’s results and financial position for the
current or prior period. The Group has not early applied
any new or amended HKFRS that is not yet effective for
the current accounting period.
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Notes to the Consolidated Financial Statements (Continued)
ARE SRR (8)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

4. ADOPTION OF NEW OR AMENDED HKFRS 4.
(Continued)

(b)

but are not yet effective

The following new/amended HKFRS, potentially relevant
to the Group’s consolidated 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

ﬁééﬂﬁﬂiﬁéﬁ%ﬂ%‘%ﬁﬂﬁﬁ

New/amended HKFRS that have been issued (b)

| (4&)

E BB i R E R HET,
RIEFT BB MR EZER]

PATN A g B AN 5 B4R A B 7% 4R
RIBBARHR] T BB
B & ERE LB MIE R ARE
M EAREE W ARIEFRA -
AEEBRIARRLFESHE

become effective.

HKFRS 17

Amendments to

HKFRS 10 and

HKAS 28
Amendments to
HKFRS 16

Amendments to
HKAS 1

Amendments to
HKAS 1

Hong Kong

Interpretation 5

(Revised)

Amendments to

HKAS 1 and HKFRS
Practice Statement 2

Amendments to
HKAS 8

Amendments to
HKAS 12

Insurance Contracts and
related Amendments'

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

Lease Liability in a Sale and
Leaseback?

Classification of Liabilities as
Current or Non-current?

Non-current Liabilities with
Covenants?

Presentation of Financial
Statements — Classification
by the Borrower of a Term
Loan that Contains a
Repayment on Demand
Clause?

Disclosure of Accounting
Policies’

Definition of Accounting
Estimates'

Deferred Tax related to Assets
and Liabilities arising from a
Single Transaction'

! Effective for annual periods beginning on or after 1 January

20283.

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

& No mandatory effective date yet determined but available for
adoption.
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HE_Z-_—_F+-_A=+—HIFE

4.

118

ADOPTION OF NEW OR AMENDED HKFRS

(Continued)

(b) New/amended HKFRS that have been issued
but are not yet effective (Continued)

The Group is in the process of making an assessment
of what the impact of these new/amended HKFRS is
expected to be in the period of initial application. So far
it has concluded that the adoption of them is unlikely to
have a significant impact on the Group’s consolidated
financial statements.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, the
Directors are required to make judgments, estimates and
assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

(@ Critical judgments in applying accounting
policies
The following is the critical judgement, apart from those
involving estimates (see below), that the Directors
have made in the process of applying the Company’s
accounting policies and that have the most significant
effect on the amounts recognised in the consolidated
financial statements.

Going concern consideration

The assessment of the going concern assumption
involves making a judgement by the Directors, at a
particular point of the time, about the future outcome
of events or conditions which are inherently uncertain.
The Directors consider that the Group has the capability
to continue as a going concern and the going concern
assumption is set out in note 2(b).
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Notes to the Consolidated Financial Statements (Continued)
ARE SRR (8)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

5. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(@)

Critical judgments in applying accounting
policies (Continued)

Revenue recognition

Application of various accounting principles related to the
measurement and recognition of revenue requires the
Group to make judgements and estimates. Specifically,
significant judgments include determining whether the
Group is acting as the principal in a transaction. The
Group is a principal in a transaction if the Group obtains
control of the products sold or services provided before
they are transferred to customers. If control is unclear,
when the Group is primarily obligated in a transaction,
is subject to inventory risk, has latitude in establishing
prices and selecting suppliers, or has several but not
all of these indicators, the Group records revenues on
a gross basis. Otherwise, the Group records the net
amount earned as commissions from products sold.

Deferred tax for investment properties

For the purposes of measuring deferred taxation arising
from investment properties that are measured using
the fair value model, the Directors have reviewed the
Group’s investment property portfolios and concluded
that the Group’s investment properties are held under
a business model whose objective is to consume
substantially all of the economic benefits embodied in
the investment properties over time, rather than through
sale. Therefore, in measuring the Group’s deferred
taxation on investment properties, the Directors have
determined that the presumption that the carrying
amounts of investment properties measured using the
fair value model are recovered entirely through sale is
rebutted. Accordingly, deferred taxation in relation to
the Group’s investment properties has been measured
based on the tax consequences of recovering the
carrying amounts entirely through use.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(@)

Critical judgments in applying accounting
policies (Continued)

Determination of lease term

The Group has several lease contracts that include
extension and termination options. The Group applies
judgement in evaluating whether or not to exercise
the option to renew or terminate the lease. That
is, it considers all relevant factors that create an
economic incentive for it to exercise either the renewal
or termination the lease. After the commencement
date, the Group reassesses the lease term if there is
a significant event or change in circumstances that is
within its control and affects its ability to exercise or not
to exercise the option to renew or to terminate. The
renewal options for leases of properties for own use are
not included as part of the lease term as these are not
reasonably certain to be exercised.

Key sources of estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of each
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described
below. The Group based its assumptions and estimates
on parameters available when the consolidated
financial statements were prepared. However,
existing circumstances and assumptions about future
developments may change due to market changes or
circumstances arising beyond the control of the Group.
Such changes are reflected in the assumptions when
they occur.
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ARE SRR (8)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

5. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(b)

Key sources of estimation uncertainty
(Continued)

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

For the purposes of impairment testing, assets were
tested at cash-generating unit(s) (the “CGU(s)”) level.
Management judgement is required in the area of asset
impairment particularly in assessing: (1) whether an
event has occurred or any indicators that may affect the
asset value; (2) whether the carrying value of an asset
can be supported by the recoverable amount, being the
higher of fair value less costs of disposal or value in use;
and (3) the appropriate key assumptions to be applied in
estimating the recoverable amounts including cash flow
projections and an appropriate discount rate. When it is
not possible to estimate the recoverable amount of an
individual asset (including right-of-use assets), the Group
estimates the recoverable amount of the CGU to which
the assets belongs.

Changing the assumptions and estimates, including the
discount rates, annual projected revenue or the growth
rates in the cash flow projections, could materially affect
the net present value used in the impairment test.

Further information on impairment on property, plant
and equipment, right-of-use assets and intangible assets
are provided in note 13, 14 and 16.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(b)

Key sources of estimation uncertainty
(Continued)

Loss allowance for financial assets

Management estimates the amount of loss allowance
for ECLs on financial assets at amortised cost based
on the credit risk of the respective financial instrument.
The loss allowance amount is measured as the
difference between the asset’s carrying amount and
the present value of estimated future cash flows with
the consideration of expected future credit loss of the
respective financial instrument. The assessment of the
credit risk of the respective financial instrument involves
high degrees of estimation and uncertainty about future
economic conditions which have an adverse effect
on debtors’ business, debtors’ creditworthiness, the
payment delinquency or default in interest or principal
payments. When the actual future cash flows are less
than expected or more than expected, a material
impairment loss or a material reversal of impairment loss
may arise, accordingly.

Further information on the impairment assessment on
financial assets are provided in note 37(jii).

Fair value measurement

The Group measures investment properties at fair value.
Certain assets included in the Group’s consolidated
financial statements also require disclosure of fair value.
Significant estimation and judgement are required to
determine the fair value.
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HE_Z-_—_F+-_A=+—HIFE

5. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(b)

Key sources of estimation uncertainty
(Continued)

Fair value measurement (Continued)

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

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

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

° Level 3: Unobservable inputs (i.e. not derived

from market data).

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

For more information in relation to the fair value
measurement of the investment properties, please refer
to note 15 to the consolidated financial statements.
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6. SEGMENT INFORMATION 6. oEEH

The Group has identified its operating segments and prepared AEBERBRAMTESE RN T
segment information based on the regular internal financial NI B ERBRBELE D E R
information reported to the executive directors for their DEERUEESELHASEEEY
decisions about resources allocation to the Group’s business MK DL E IR R ERZFEK
components and review of these components’ performance. DERBBRTE - MATESELHA
There are two business components/operating segments in the HEREIEMEEFARILDEE
internal reporting to the executive directors, which are operation S AFRAEERERTEERE
and management of retail stores and other related businesses fth FERA ZE % LA SR IRt 2 AR TS o

and provision of financing services.

Operation and
management of
retail stores and Provision of
other related financing
businesses services Consolidated

mEREE
2EER Rt
HAit AR SRR Bt
RMB’000 RMB’000 RMB’000
ARBT T ARBT T AR®T T

Year ended 31 December 2022 BE-_E-_—F+=8

=t-HLEE
Revenue from external customers HNERE A 330,001 5,271 335,272
Inter-segment revenue DR - - -
Reportable segment revenue 2R ERE 330,001 5,271 335,272
Revenue recognition WATER

Timing of revenue recognition under  RIEEEF 15 iR E 8|

HKFRS 15 E15R RN 2
A

— At a point in time — R AR 2, 182,773 - 182,773
- Over time —R—REREA 23,039 - 23,039
From other sources R B H AR 124,189 5,271 129,460
330,001 5,271 335,272
Segment results DEEE (109,591) 3,589 (106,002)
Other unallocated corporate income ~ E AR EEREUA 254
Other unallocated corporate expenses E Rk DB FT (4,641)
Loss before income tax BRET{SEiRIEE (110,389)
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HE_Z-_—_F+-_A=+—HIFE

6. SEGMENT INFORMATION (Continued) 6. DEER(E)

Operation and
management of

retail stores and Provision of
other related financing
businesses services Consolidated
RERERE
ZEER b
Hit =% & R R &t
RMB’000 RMB’000 RMB’000
AR¥T T AR®T T AR¥T T
Year ended 31 December 2022 BE-—_E-_—%+=-A
=t—HLEE
Other segment information HihpEER
Interest income FLBUA (160) @) (164)
Additions to non-current assets ERBEERE (FReR
(other than financial instruments) TASN 15,645 - 15,645
Amortisation of intangible assets BV EESH 1,108 97 1,205
Depreciation of right-of-use assets ~ {# FIEEENE 58,361 S 58,361
Depreciation of property, plantand 1% - R MR iEITE
equipment 60,127 - 60,127
Loss on disposal of property, plant  HEWE - BE&EE
and equipment B8 158 = 158
Written-off of property, plant and WE - MRS KRS
equipment 1 - 1
Obsolete inventories written-off BREFEMH 31 = 31
Impairment loss on property, plant — #1% = &R ERIE
and equipment 3,891 - 3,891
Impairment loss on right-of-use assets ff & ERE 12,915 = 12,915
Impairment loss on loan receivables  FEUE ZURE - 881 881
Decrease in fair value of investment & MENFER D
properties 15,600 - 15,600
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HE_Z-_—_F+-_A=+—HIFE

6. SEGMENT INFORMATION (Continued) 6. DEER(E)

Operation and
management of
retail stores and Provision of
other related financing
businesses services Consolidated

KERER
FEER Rt
HAit B SRR &t
RMB’000 RMB’000 RMB’000
AR®T R AR®T T ARBT R

At 31 December 2022 N-—E-_—F+—=A
=+-8

Reportable segment assets A2HRHEEE 825,631 35,241 860,872
Tax recoverable ATUR EIF IR 66
Other unallocated corporate assets ~ E AR DAL EEE 35,488
Total assets BEE 896,426
Reportable segment liabilities DEaE 737,486 83 737,569
Provision for taxation THIER 9,214
Deferred tax liabilities RERIBEE 16,201
Other unallocated corporate liabilities E A DA AE 2,033
Total liabilities waes 765,017
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HE_Z-_—_F+-_A=+—HIFE

6.

SEGMENT INFORMATION (Continued)

6. ZIEERE)

Operation and
management of

retail stores and Provision of
other related financing
businesses services Consolidated
RERER
TEER Rt
H A BRI TS S RARTS &bt
RMB’000 RMB’000 RMB'’000
ARET T ARET T ARETTT
Year ended 31 December 2021 N-_B-_—-F+=A
=+—-H
Revenue from external customers INBERUA 428,400 5,837 434,237
Inter-segment revenue DREREA = = =
Reportable segment revenue B Vaclles 428,400 5,837 434,237
Revenue recognition PN
Timing of revenue recognition under  RIEEEF 15 RE 8|
HKFRS 15 E15R RN 2 B
e
— At a point in time —RE R 250,765 = 250,765
— Over time —-R—BREA 26,972 - 26,972
From other sources KEE AR 150,663 5,837 156,500
428,400 5,837 434,237
Segment results DEEE (102,596) 7,037 (95,559)
Other unallocated corporate income  E AR DB EWA =
Other unallocated corporate expenses H A DA ¥R 52 (4,704)
Loss before income tax BRETSERIEE (100,263)

*

The balance represents amount less than RMB1,000.

EEREERERAF]

EREEEIRARE1,0007T

e S
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6. SEGMENT INFORMATION (Continued) 6. DEER(E)

128

Operation and
management of

retail stores and Provision of
other related financing
businesses services Consolidated
RERER
TEER et
H A BRAZETS T BART &t
RMB’000 RMB’000 RMB’000
ARBTT ARET T ARETIT
Year ended 31 December 2021 NR-_B-_—-F+=A
=+—H
Other segment information HihpEER
Interest income ISUON (600) (24) (624)
Additions to non-current assets ERBEERE (FReR
(other than financial instruments) TESN 74,647 - 74,647
Amortisation of intangible assets B EESH 835 97 932
Depreciation of right-of-use assets ~ {FREEEITE 69,601 = 69,601
Depreciation of property, plantand ~ #1% - BiE R &ETE
equipment 59,292 2 59,294
Loss on disposal of property, plant &Y - BER&HE
and equipment B8 578 = 578
Written-off of property, plant and WE - RS KRS
equipment 690 - 690
Obsolete inventories written-off BREFEMHE 173 - 173
Inventories gain FEWE (187) - (187)
Reversal of impairment loss on loan ~ [EWE R 2 BIEEE
receivables B[ - (2,076) (2,076)
Written-off of other receivable H i U B M 3,800 - 3,800
Decrease in fair value of investment & & W% A F(ER D
properties 10,400 - 10,400
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HE_Z-_—_F+-_A=+—HIFE

6. SEGMENT INFORMATION (Continued) 6. DEER(E)

Operation and
management of
retail stores and Provision of
other related financing
businesses services Consolidated

KERER
TEER Tefit
Hib A% & B PRAS &bt
RMB’000 RMB’000 RMB’000
ARBTT AREFIT AREFTT

At 31 December 2021 R=ZB=—%+=A4
=+—A
Reportable segment assets A2WRHBEEE 945,089 40,643 985,732
Tax recoverable AT EIFR IR 388
Other unallocated corporate assets ~ E AR DAL EEE 39,231
Total assets HBERE 1,025,351
Reportable segment liabilities HEaE 753,505 70 753,575
Provision for taxation THIER 10,266
Deferred tax liabilities BIETHIARE 20,101
Other unallocated corporate liabilities  Ef R D AR A & 2,103
Total liabilities mam 786,045
The PRC is the country of domicile of the Group. The country REBZAMBARARE - ;TMEEK
of domicile is determined by referring to the country which DEASEREEEM 2 BER - BE
the Group regards as its home country, has the majority of RIS HER R ERPOFTEM -

operations and centre of management.

No separate analysis of segment information by geographical HRAEB ZWENIERBEETE
segment is presented as the Group’s revenue and non-current REE—tE(BPE) » R EBL
assets, are principally attributable to a single geographical Sz & S iEEI D 2 D EERDHT o

region, which is the PRC.

Information about a major customer BEREEEFNER

There was no single customer that contributed to 10% or more REZEz-ZT—_— —E-_—F+=
of the Group’s revenue for the years ended 31 December 2022 A=+T—HLFE HESE—X,G
and 2021. AEEWEET10%IA L -
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HE_Z-_—_F+-_A=+—HIFE

7. REVENUE AND OTHER OPERATING INCOME 7. WAREMKEWA

(@ Revenue @ WA

The Group is principally engaged in operation and AEBXEXEBREERERE
management of retail stores and other related TEEREMEAZES KR
businesses and provision of financing services. Revenue, SERRE  WATRAREERE
which is also the Group’s turnover, represents invoiced EHRE)  EERERTRILEE
value of goods sold, net of value added tax and after MERERITH - ERHERN
allowances for returns and discounts, commissions from SHe  HERARRHSRE
concessionaire sales, rental income and interest income RFSFRE £ MFE 218 EE
from financing services. Revenue recognised during the BE - FRBRHWALT :

year is as follows:

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Revenue from Contracts with BB RELERFE155
Customers within the scope of HEANZEFELOMN
HKFRS 15: WA
Sales of goods HEEm 182,773 250,765
Commissions from concessionaire EEHEMSA
sales 23,039 26,972
205,812 277,737
Revenue from other sources: FEHHAMRAWA :
Rental income from investment REMENES A
properties 9,070 9,095
Rental income from sub-leasing of AIEEFSYEHES A
shop premises 42,459 60,896
Rental income from sub-leasing of AIEEISYERES WA
shopping malls 72,660 80,672
Interest income from financing B2 REARE 2 FEMA
services 5,271 5,837
129,460 156,500
335,272 434,237

130 Jiahua Stores Holdings Limited Annual Report 2022



Notes to the Consolidated Financial Statements (Continued)
AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

7. REVENUE AND OTHER OPERATING INCOME 7. WARHEMEEWA (&)

(Continued)

(@ Revenue (Continued) (@ WAGE)
The following table provides information about trade THREHEBAKERP M
receivables and contract liabilities from contracts with EWE SRR R AEHEEER -
customers.

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Trade receivables (Note 20) FEURE 5 BR FR (Bi7E20) 1,923 1,351
Contract liabilities (Note 24) EHBEEMTE24) 19,794 20,058
(b)  Other operating income (b) HLKEWRA
An analysis of the Group’s other operating income is as REBEMEEWRAZ ST
follows: K

2022 2021
—=—= —T - —4F

=

RMB’000 RMB’000
AR®T T ARBT T

Interest income FEMA 164 624
Government grants (Note) SRS 3,810 3,222
Administration and management fee TR EIRE UL A
income 24,617 30,250
Gain on early termination of lease RELIEERZSE - 275
COVID-19-related rent concessions ~ COVID-198 M & ER 10,840 837
Net exchange gain RIS TR 353 =
Others Hub 12,048 11,991
51,832 47,199
Note: B3 -
Various local government grants have been granted to subsidiaries of BE_Z-_—_F#F-_ZT-_—F+—-H1
the Company during the years ended 31 December 2022 and 2021. =+ —BULEFERARZHE QR EH
The amounts mainly represented unconditional cash subsidies from FEFETZIERE - 2B T ERHK
government for subsidising enterprises as an encouragement for the FABBCEMEHNEKGHRES M
contribution in specific industry in the region and remedy for COVID-19 B USRS EITENER R
pandemic. There were no unfulfilled conditions or contingencies TG Z B o ZERATH B EM T
attaching to these government grants. RER G RAEE -
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8. FINANCE COSTS 8. RBEMRAK

2022 2021
—=E__ —ET - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Interest on lease liabilities HEBEF B 33,229 37,356
Interest on borrowings RITEEFE 6,209 4,710
39,438 42,066
9. LOSS BEFORE INCOME TAX 9. BRFIBHAIEE
Loss before income tax is arrived at after charging/(crediting): BTSRRI ER &R ((TA) T

FIBIRGH

2022 2021
—E-= —E-—F

RMB’000 RMB’000
AR®TR ARBTT

Cost of inventories sold recognised as BRARINEERE
expense RN 168,004 236,566
Auditor’s remuneration BTN & 916 1,106
Depreciation of property, plant and Y - BEKEETE
equipment (Note 13) (Mg5E13) 60,127 59,294
Depreciation of right-of-use assets: FREEENE :
— Properties leased for own use (Note 14) —BREEYHE
(HMtsE14) 58,100 69,340
— Leasehold land for own use (Note 14) —BAEELH
(KizE14) 261 261
Amortisation of intangible assets (Note 16) mREEEE(ME16) 1,205 932
Written-off of other receivable Fo b FE R IE M8 S 3,800
Loss on disposal of property, plant and HEWME - BREREE
equipment fE518 158 578
Short-term lease expense (Note 14) MBS (FFE14) 920 671
COVID-19-related rent concessions (Note 14) COVID-19#8R8F & B =
(MfzE14) (10,840) (837)
Obsolete inventories written-off PREFEMH 31 173
Inventories gain HFEAF = (187)
Impairment loss on property, plant and Y% - B REERERE
equipment (Note (i)) (Note 13) S (PR EEG)) (BEEE13) 3,891 -
Impairment loss on right-of-use assets HEFRREEEREBEERRX
(Note (i) (Note 14) (Br=EG) (FHEE14) 12,915 -
Written-off of property, plant and equipment 1% - B & & &l £
(Note 13) (Mf7E13) 1 690
Net exchange (gain)/loss FEH (B%) 18K F58 (353) 69
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HE_Z-_—_F+-_A=+—HIFE

9. LOSS BEFORE INCOME TAX (Continued) 9. BRATEHAIEE(E)

2022 2021
—E—= — T4

=

RMB’000 RMB’000
AR®TR ARET T

Staff costs, including directors’ emoluments B T4 © BEE S <

(Note 31(a)) (MF=E31(a))
Salaries and other benefits o MEAET 58,929 65,315
Contributions to retirement schemes RIKSFT B 10,371 10,591
69,300 75,906
Rental income from investment properties KREMHE 2B WA (9,070) (9,095)
Rental income from sub-leasing of NHERAEEE HE
right-of-use assets A
— Base rents —®EAHE (112,959) (139,525)
- Contingent rents (Note (ii)) — R (BIFEG) (2,160) (2,043)
(115,119) (141,568)
Total gross rental income FEVERET N (124,189) (150,663)
Less: Direct operating expenses arising from & : B A BEFE £ URA
investment properties that generated KR E YR EER
rental income during the year HELERX 1,394 1,387
Less: Outgoings of sub-leasing of B DMREREEERS
right-of-use assets 14,104 17,995
Net rental income FH2WA (108,691) (131,281)
Notes: T -
0] Impairment loss on property, plant and equipment and right-of-use assets 0] M BERREREAELEEREBER
had been included in selling and distribution costs. KEBERHEERDHEHKAA -
(i) Contingent rents are calculated based on a percentage of the relevant (ii) SRS IR B E R =48R 8
sales of the tenants pursuant to the rental agreements. ENETAEDLEE -
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10.

134

INCOME TAX CREDIT

FRisBiiE %

2022 2021

—s—-=

—E-—F
RMB’000
AREFIT

RMB’000
AR®TR

Current income tax BNHART1S AR

- PRC enterprise income tax — B RIS 1,408 1,451

Deferred tax (Note 28) EIEFIE (F13E28) (3,900) (1,600)
(2,492) (149)

The Group is not subject to any taxation under the jurisdiction
of the Cayman Islands and British Virgin Islands during the year
(2021: Nil).

No provision for Hong Kong Profits Tax has been made as the
Group had no estimated assessable profits in Hong Kong for
the year (2021: 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% (2021: 15%) for the year pursuant to
the privilege under the China’s Western Development Program.

A subsidiary of the Company in Shenzhen, namely & Il T
BEERE B AR RQ A, is qualified as a High and New
Technology Enterprise and enjoys a preferential income tax
of 15% as approved by the PRC tax authority for the years
ended 31 December 2020, 2021 and 2022. The High and New
Technology Enterprise qualification is subjected to be renewed
every three years.

Other subsidiaries of the Company established in the PRC were
mainly subject to PRC Enterprise Income Tax at the rate of
25% (2021: 25%) for the year under the income tax rules and
regulations of the PRC.
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For the year ended 31 December 2022

BE—

10.

11.

12.

T+ A=t+—HIFE

INCOME TAX CREDIT (Continued)
Reconciliation between income tax credit and accounting loss
at applicable tax rates:

10.

FrieBiE e (&)
BEBARRFEN SRR eE ST
BBz Hik ¢

2022 2021
—E—-= —E-—F
RMB’000 RMB’000
ARET T ARET T
Loss before income tax bRET1SE AT EE (110,389) (100,263)
Tax on loss before income tax, calculated BrPTISH AT B /TR
at the rates applicable to loss in the tax BEE BB AR E S
jurisdictions concerned AN ETE (27,784) (25,535)
Tax effect of non-deductible expenses AR AT RS2 11,314 5,961
Tax effect of non-taxable income DA AR T 5 2 (1,952) (1,536)
Tax effect of tax loss not recognised AERTIAE BN S 2 20,160 21,801
Others Efth (4,230) (840)
Income tax credit Frig B e (2,492) (149)
DIVIDENDS 11. RE

No dividend has been paid or declared by the Company for the
year ended 31 December 2022 (2021: Nil).

LOSS PER SHARE

The calculation of the basic and diluted loss per share
attributable to the owners of the Company is based on following
data:

12.

BE_Z-__F+_A=+—HItF
g Ziﬂﬂ/x*ﬁﬂﬁjzﬂg/)ﬁﬂx%(_
%_—ﬂflgﬁi\>o

BREE
AEARARA ARIGESRENNE#
SEEE - DIRBATBURETH ¢

Loss =]
Loss for the purposes of basic and diluted MEATESREAREEE
loss per share (RMB’000) BEHEBRARETT) (107,897) (100,114)
Number of shares 8k ¢E|
Weighted average number of ordinary shares &3 I h#E F 198K 1,037,500,002  1,037,500,002
Basic and diluted loss per share (RMB cents) SRR E 7 [ 5% 8518
(ANEEESD) (10.40) (9.65)

Diluted loss per share equals to basic loss per share, as there
were no dilutive potential ordinary shares issued during the
years ended 31 December 2022 and 2021.

EREEEEASRSRENEE -
RRABE-_E-_—_FR-_ZT_—F
+-A=1+—HBIFE TEEMHE
BEBH 2 EER -
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HE_Z-_—_F+-_A=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT 13. Y%  BERRE

Motor Furniture,
Leasehold  Leasehold Plant and vehicles fixtures and

buildings Improvements  machinery andtools  equipment Total
78 RER
i S 5 HERME AERIR R 3
RMB'000 i RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARETR ARETR ARETT ARETR
At 1 January 2021 R=F--¥-A-H
Cost AR 21,357 385,358 16,945 9,922 110,298 543,880
Accumulated depreciation and ZitirE
impairment (5,801) (215,404) (14,686) (8,164) (82,668) (326,723)
Net carrying amount REFE 15,556 169,954 2,259 1,758 27,630 217,157

Year ended 31 December 2021  HE-E--£+-A=1-A

LFE

Opening net carrying amount FNREFE 15,556 169,954 2,259 1,758 27,630 217,157
Additions NE - 42,142 - 378 7,195 50,275
Disposals e - (235) (11) 6) (1,227) (1978)
Written off s - - (678) (12) 5 (690)
Depreciation & (304) (51,968) 202 @11) (6,409) (59,204)
Closing net carrying amount EXRERE 15,252 159,893 868 1,708 27,749 205,470
At 31 December 2021 and R-B--£+-fA=1-HRK

1 January 2022 “E--E-f-H
Cost KA 21,357 335,107 13,767 9,232 109,422 488,885
Accumulated depreciationand  ZEHTERIE

impairment (6,105) (175,214) (12,899) (7,524) (81,673) (283,415)
Net carrying amount REFE 15252 159,803 868 1,708 21749 205470
Yearended 31 December 2022 HZ-E--£+-A=1-H

LEE

Opening net carrying amount FNREFE 15,252 159,893 868 1,708 27,749 205,470
Addtions AE - 5,624 997 - 2,981 9,602
Disposals e - - - 6] (174) (183)
Written off A - S S S (1) (1)
Depreciation i (304 (53,209) (237) (375) (6,009 (60,127)
Impairment loss FERR . (3,891) - - - (3,891)
Closing net carrying amount EXRERE 14,948 108,417 1,628 1,324 24,553 150,870
At 31 December 2022 R-B--f+-B=1-H
Cost AR 21,357 314,077 14,764 9,080 11,147 470,425
Accumulated depreciationand  ZEHTERE

impairment (6,409) (205,660) (13,136) (7,756) (86,594) (319,555)
Net carrying amount REFE 14948 108417 1,628 1,324 24553 150,870
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HE

13.

—E-—E+_A=+—RAULEE

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Depreciation charges incurred for the year were recognised
as “selling and distribution costs” and “administrative
expenses” amounted to approximately RMB59,426,000 (2021:
RMB58,555,000) and RMB701,000 (2021: RMB739,000)
respectively.

Written off incurred for the year were recognised as “other
operating expenses” amounted to approximately RMB1,000
(2021: RMB690,000).

For the year ended 31 December 2022, the management of
the Group identified impairment indicator of property, plant and
equipment, right-of-use assets and intangible assets due to
the unfavourable performance of the Group resulting from the
deteriorated economic environment. Management has engaged
an independent professional valuer to assist the assessment of
the recoverable amount.

For the purposes of impairment testing, the Group estimates
the recoverable amounts of a number of CGUs of the segment
of “operation and management of retail stores and other related
businesses” to which the asset belongs when it is not possible
to estimate the recoverable amount individually, including
allocation of corporate assets when reasonable and consistent
basis can be established. Each CGU represents the Group’s
individual retail stores and shopping malls. Property, plant and
equipment, right-of-use assets and intangible assets set out
in notes 13, 14 and 16 respectively, including allocation of
corporate assets, that generate cash flows together have been
allocated to these individual retail stores and shopping malls.

The recoverable amounts of each CGU were determined based
on their value in use calculation.

13.

Y3 - BB K e (&)

FREENES HERIHE KD K

KIRMTBAS |9 RIERHO AR

59,426,000 (= =—F : AR

58,555,000t ) &2 A R #701,0007T(=
—& : AR¥739,0007T) °

FRELVHERAIHMELERI N
MHH A ARK100T(ZF = —
% ARM690,0007T) °

BE T - —"F+-_A=+—HIt#F
B EREREBCERAEERE

B ARASREEEEERRYE -
BB LR ERREERELEE

HIRKRBARE - EREEEE 2B
S B FEAEERD AR B R L AT U Bl £ 5
MG 2 #&m A B RELRE -

RBENARENMNS @ E&EERNE
Effstalik e &5 - QI AREBER
BEMBIEENEBTEEREME
ﬁ%%ﬁﬁﬁéﬁiﬁuMTW@i
C BERAI RS AT N — AR
Em%é? %ﬁi?iﬁuh$
EEMENSEERES - DRIER
BizE13 c 14 R16HKAEAREREN
ME  BEMEE  FTHEEENRE
WEE BRELCEEENSE BED
REZEEANTEE KA

ReELBUnAkOeBeE RIEE
REEEERE -
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13.

138

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The value in use calculation of each CGU was determined
using income approach. Under income approach, value in
use was estimated with reference to the cash flow projections
based on the most recent financial budgets approved by the
Directors covering a period of the remaining useful lives of the
essential assets of each CGU (the “Projection Period”), which
represented the management’s best estimate on the ongoing
operation of the CGUs where the existing CGUs will continue to
operate in the foreseeable future and are consistent with past
actual outcomes, with pre-tax discount rates ranged from 8.79%
to 32.14% as at 31 December 2022. The annual projected
revenue over the Projection Period within five year ranged from
RMB5,086,000 to RMB92,958,000. Cash flows beyond the
five-year period are extrapolated using an estimated weighted
average growth rate of 2%, which does not exceed the long-
term average growth rate for the market in which the CGU
operates.

Based on the result of the assessment, the management of
the Group determined that the recoverable amounts of two
CGUs are lower than their carrying amounts. For each of these
two CGUs, the impairment amount has been allocated pro
rata to each category of property, plant and equipment, right-
of-use assets and intangible assets such that the carrying
amounts of each category of asset is not reduced below the
highest of its fair value less costs of disposal, its value in use
and zero. Based on the recoverable amount calculation and the
allocation, impairment loss of approximately RMB3,891,000
and RMB12,915,000 have been recognised against the
carrying amounts of property, plant and equipment and right-
of-use assets respectively in selling and distribution costs in the
consolidated statement of comprehensive income.
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Notes to the Consolidated Financial Statements (Continued)
IRE M HRRME (B

For the year ended 31 December 2022

HE

14.

—E-—E+_A=+—RAULEE

LEASES
The Group as a lessee
Nature of leasing activities (in the capacity as lessee)

(i)

(i)

Properties leased for own use

The Group entered into various lease agreements
for retail stores, shopping malls and employees’
accommodation with independent third parties and the
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 spouse of Mr. Zhuang Lu Kun,
have beneficial interests.

The leases with independent third parties have initial
period of non-cancellable leases between 1 and
15 years (2021: between 1 and 15 years) as at 31
December 2022.

The leases with related companies, BJH Group and JH
Real Estate, have initial period of non-cancellable leases
between 2 and 14 years (2021: between 2 and 14 years)
as at 31 December 2022.

Leasehold land for own use

The Group is the registered owner of the leasehold
land. The leasehold land will expire in 2066. Lump sum
payment has made upfront to acquire the land.

Right-of-use assets
The analysis of the net book value of right-of-use assets by
class of underlying asset is as follows:

HE

REBEREBEA
MEFBMHE (LUEREAS D)

(i)

ERHEYE
AEBEBYFE =7 REBEA
T BRI EEEREER

~EI([AEERE]) LRV
EERMWERBBRAR ([
FERME]) - GEfEmEERE
BEERL IR ARER
Entgn)  ATEME - BY
PLRBTERIVZEEE
% °

RZZE-_—_F+=-_A=+—
B BBYE=HMIHEEZ
AR HERN T12
15F (22 =—F : NF1E15
F) o

RZFE_ZF+-A=+—
B EEBAR - EEES
BLEEEFMEMTEE 2T
AREDSHERN F2214

F(ZTZ—F: N"F¥2E14
EE)ZFEﬁ °

(i) BFEHEE
$%Efﬂ‘*ii’@m&§aﬁﬁ
}\"*ﬂ j:i”@fi—rﬁA £ /\/\$
B o IR LB TEL —
ERZAIFIE -

EREEE

EREEELRBEEERMNE DK

EFEDTT

2022 2021

—=E—-= T

RMB’000 RMB’000

AR¥T ARETT

Properties leased for own use BRHEEmE 284,735 354,800
Leasehold land for own use BREELH 11,357 11,618
296,092 366,418

b
BEf
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AREBITEIRARMIEE ()

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

14. LEASES (Continued) 14. HE(E)
The Group as a lessee (Continued) REBERAEAE)
Right-of-use assets (Continued) FRAEEEE)

140

Properties Leasehold
leased for land for
own use own use Total
BERHEEY¥E BREELTH #et
RMB’000 RMB’000 RMB’000
ARBTTE  ARETRE  ARETR
At 1 January 2021 N-B——%
—H—H 425,523 11,879 437,402
Additions NE 27,388 - 27,388
Early termination of lease RPRIEAE (2,244) - (2,244)
Depreciation e (69,340) (261) (69,601)
Effect of lease modification HEEIINTE (26,527) = (26,527)
At 31 December 2021 and A S
1 January 2022 +ZA=+—H~K
—E-—#—H—H 354,800 11,618 366,418
Additions NE 4,277 - 4,277
Depreciation e (58,100) (261) (58,361)
Effect of lease modification REXRIEEE (3,327) S (3,327)
Impairment loss VERIEY g (12,915) 5 (12,915)
At 31 December 2022 R-BE-_—F
+=ZB=+—H 284,735 11,357 296,092
For the years ended 31 December 2022 and 2021, HEr—_T—— —ZE-—%+=A

management identified impairment indicator of property, plant
and equipment, right-of-use assets and intangible assets due
to unfavourable performance of the Group resulting from the
deteriorated economic environment. Management has engaged
an independent professional valuer to assist the assessment of
the recoverable amount.

The impairment assessment of the CGUs related to the
segment of operation and management of retail stores and
other related businesses of which the right-of-use assets were
allocated to were summarised in note 13 to these consolidated
financial statements.
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AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

14. LEASES (Continued) 14. HE(E)
The Group as a lessee (Continued) REBERAEA(E)
Lease liabilities HEAE
Properties
leased for
own use
BRAEnE
RMB’000
ARETF T
At 1 January 2021 R-ZZE=-—F—HA—H 538,841
Additions NE 27,388
Early termination of lease REKRIFEE (2,519)
Effect of lease modification HEEIINEE (26,527)
Interest expenses FBRX 37,356
COVID-19-related rent concessions (Note) COVID-19t8FF R B = (FI7E) (837)
Lease payments HERH (100,226)

At 31 December 2021 and 1 January 2022 RZE-_—F+-_A=+HRKR=-F

——%—A—H 473,476
Additions = 4,277
Effect of lease modification HEBTNTE (3,327)
Interest expenses BRI 33,229
COVID-19-related rent concessions (Note) COVID-19#8REFAE =R (FI7E) (10,840)
Lease payments HEN (79,167)
At 31 December 2022 R-EBE-_—_F#+=-H=+—8 417,648

Note: BI%E

The Group has elected to apply the practical expedient introduced by the
amendment to HKFRS 16 to all rent concessions that satisfy the criteria that
occurred as a direct consequence of COVID-19 pandemic. All of the rent
concessions entered into during the years ended 31 December 2022 and
2021 satisfy the criteria in HKFRS16.46B to apply the practical expedient. The
application of the practical expedient has resulted in the reduction of total lease
liabilities of approximately RMB10,840,000 (2021: RMB837,000). The effect of
this reduction has been recorded in profit or loss in the period in which the event
or condition that triggers those payments occurs.

Extension and termination options:

Extension and termination options are included in a number of properties lease
for own use across the Group. These are used to maximise operational flexibility
in terms of managing assets used in the Group’s operations. The majority
of extension and termination options held are exercisable only by the mutual
agreement between the Group and the respective lessor.

AEERREFEBVBE RS LR F165RETA
SIAMERIER 7 A ERRATECOVID-19F 15 &
EERFEEEEANHESERE - HE-_T =
ER-ZE-—F+-A=+—HILFE  FFRIL
MEHESESHIFAERABTBNBEREELNSE
16.46B5% M BB EE AR KR - [EREREE
FIEEHEE 8 ERER K AR10,840,000
T(ZF=—% : AR¥837,0007T) ° &&H

VR EDTERRE LN R F SRR E AR
MRS E B ©

BN R

BHRg DEEReEEASEETERMEAE
ERN - ZEEERANEERSEEAEEE
BMAEEMNSERNE - MRS EHRL
IR R E T AR E BB BAE T BET
£ o
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RE TR ()
For the year ended 31 December 2022
HE-Z-—F+-A=+—HIFE

14. LEASES (Continued)
The Group as a lessee (Continued)
Lease liabilities (Continued)
Future lease payments are due as follows:

14. HEE)
REBERFEBEA (&)
HEREGE)
RREEMKOB TR

Minimum lease Present
payments Interest value
BEHEE AR FE BE
RMB’000 RMB’000 RMB’000
AR®T T AR¥T T ARMT T
At 31 December 2022 N-—E-_—F+—=A
Sar—[g
Not later than one year TRR—F 89,790 29,430 60,360
Later than one year and not BR—FRTER
later than two years R 91,486 25,222 66,264
Later than two years and not BRMERTER
later than five years A 232,079 46,303 185,776
More than five years REE 123,685 18,437 105,248
537,040 119,392 417,648
Minimum lease Present
payments Interest value
IR SR A A
RMB’000 RMB’000 RMB’000
ARET T ARETT ARBTT
At 31 December 2021 R-ZT—_—%+_H
=+—H
Not later than one year TER—F 89,794 33,272 56,522
Later than one year and not BR—F R TNER
later than two years I 88,932 29,299 59,633
Later than two years and not EBRMF R TER
later than five years RF 266,643 60,607 206,036
More than five years AFMUE 180,746 29,461 151,285
626,115 152,639 473,476
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AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

14. LEASES (Continued) 14. HE(E)
The Group as a lessee (Continued) REBERAEA(E)
Lease liabilities (Continued) HEEE#E)
The present value of future lease payments are analysed as: RREENFHIRESTRAN :

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Current liabilities mEAaE 60,360 56,522
Non-current liabilities IEREAEE 357,288 416,954
417,648 473,476

2022 2021
—E-= —E-—F

RMB’000 RMB’000
AR®TR ARBTT

Short-term lease expense AT ER 920 671
COVID-19-related rent concessions COVID- 198 & 12H (10,840) (837)
Gain on early termination of lease REKIEEE RS - (275)
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

14. LEASES (Continued) 14. HE(E)
The Group as a lessor - Operating leases AEBEALBA-KEHE
The Group leases out the investment properties under operating AEBRBECEHEHAREMER
leases and sub-leases out a number of properties. EHRZEYE -
The total future minimum lease receivables under non- BRI AIREEE EHERBEIFE =
cancellable operating leases from independent third parties are AR RSEEERWIBAREINT
as follows:

2022 2021
—=E__ —ET - —F

=

RMB’000 RMB’000
UN:L ARBTT

Not later than one year TEBRR—F 78,605 65,132
Later than one year and not later than BR—FRTERWE
two years 56,302 50,912
Later than two years and not later than BRMTERTER=
three years 36,938 38,768
Later than three years and not later than BR=ZFRTEREF
four years 23,416 25,845
Later than four years and not later than BRUFERTERAS
five years 20,116 18,756
Later than five years FFEUE 61,177 59,024
276,554 258,437
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AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

14. LEASES (Continued) 14. HE(E)
The Group as a lessor — Operating leases (Continued) AEBEALBEA-KERE(E)
The total future minimum lease receivables under non- BIBF AT BEEKEEHE - B
cancellable operating leases from related companies, namely AEEESEREERME 2 RAKRE
BJH Group and JH Real Estate are as follows: EEERWFIBBEENT

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Not later than one year TEBRR—F 3,821 4,639
Later than one year and not later than BR—F R TBRME
two years 2,41 8 3,821
Later than two years and not later than BRWERTER=F
three years 2,458 2,418
Later than three years and not later than BR=ZFRTEREF
four years 1,692 2,458
Later than four years and not later than BRUFERTERAES
five years = 1,692
10,389 15,028
15. INVESTMENT PROPERTIES 15. BEWHE

2022 2021
—E-= —E_—F

RMB’000 RMB’000
AR®TR ARBTT

At beginning of the year FH) 274,200 284,600
Decrease in fair value of investment WEMEQNTHERD
properties (15,600) (10,400)
At end of the year FR 258,600 274,200
The investment properties represent various leasehold land and SEYERBEAHSIWAMBED
buildings located in the PRC held for generating rental income ETHRBELIMEEF MEEL
and the leasehold land will expire in 2066. HEYEARR R ZF SN fE I o
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

15. INVESTMENT PROPERTIES (Continued) 15.
The fair values of the Group’s investment properties as at 31
December 2022 and 2021 were arrived at on the basis of
valuations carried out at the date by Valor Appraisal & Advisory
Limited, an independent firm of qualified professional valuer not
connected to the Group, who has appropriate qualification and
recent experience in the valuation of similar properties in the
relevant locations.

REMHE(E)
AEEREVENR-_T_—_FK-F
TF+-A=+—HBNQTFE T
HERERFEEBEARA BN ZHE
ETHMEEEDR  EREAKEHRE
BN - HBLAEREXMERM
17 XEBFEHEBALRELUNEZ
BE BRI R -

AR AT EAFBERERT
B -

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 FYRFRNA FEERERSES W0
provided below: N

2022

—s—-=

2021
—E-—F
RMB’000
AREFIT

RMB’000
UN:L

Opening balance (level 3 recurring fair value) — F¥&E#HR(FEIBEFHER

146

FH) 274,200 284,600
Decrease in fair value of investment BEYENTFERD
properties (15,600) (10,400)
Closing balance (level 3 recurring fair value) R (EIBEHMA
F1E) 258,600 274,200
Change in unrealised losses for the year R+-—A=+—HEE
included in profit or loss for assets held BETABRNERAE
at 31 December R Esiag (15,600) (10,400)
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IRE M HRRME (B

For the year ended 31 December 2022

HE

15.

—E-—E+_A=+—RAULEE

INVESTMENT PROPERTIES (Continued)

Fair values of investment properties are determined using the
investment method on the basis of capitalisation of the net
rental income derived from the existing tenancies with due
allowance for reversionary income potential. The fair value
measurement is positively correlated to the market monthly
rental rate and negatively correlated to property yield.

Significant

Valuation techniques

15.

REMHX(E)

RENEN A FETEBEMNME(HE
MESRIAE D EEE RO FREH
KFEFESRARARERERE -
ANFHEAERMSEAMESKIEL -
M 82 3 Bl R AU R L ©

unobservable inputs

fEER

At 31 December 2022
RNR-_TB-—F
t=A=+-8

Investment properties Investment method

Market monthly rental rate taking
into account of individual
factors such as location, floor,

BEREZEE BAER

RMB90 to RMB300
(2021: RMBO5 to
RMB320)

size. etc. (RMB/sg.m.)

REME REX

Capitalisation rate of
reversionary income

ERBANER X

There were no changes to the valuation techniques during the
years.

The fair value measurement is based on the above properties’
highest and best use, which does not differ from their actual use.

As at 31 December 2022, the banking facility is secured by
certain portion of the Group’s investment properties amounted
to approximately RMB242,700,000 (2021: RMB257,300,000)
(Note 27).

misgARS MMIE  BE -
RIEEBRRARE,F
oK)

AREQOLE
AR#3007T
(Z2=—%F:
AR5 TLE
AR¥3207T)

4% to 5%

(2021: 4% to 5%)

4%15%
(ZF=—%:
4%%E5%)

F R E I (T fr] 2

NTPEASDER LAY ESFITE
AOER(BEERMERER) -

RZTE-_—_F+-A=+—8 " 817

BEBRAREEHAREE242,700,0007T
—E——F: AR¥257,300,0007T)

KBTI EWZEIEE IR (FizE27) ©
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4 A

=]

BAESERARMEE ()

For the year ended 31 December 2022
BE-_T-_—F+-A=1+—HILFE

16.

148

INTANGIBLE ASSETS

At 1 January 2021

16. B EE

Computer
software

BB
RMB’000
AREFTE

Cost B 6,944
Accumulated amortisation g £is (1,492)
Net carrying amount REFE 5,452
Year ended 31 December 2021 BE-_ZE-_—%+-HA=+—H

ILEE
Opening net carrying amount FHEREFE 5,452
Additions — externally acquired NE — INEPUEE 1,382
Amortisation #E (932)
Closing net carrying amount FREEFE 5,902
At 31 December 2021 and 1 January 2022 R-ZEBE-_—H+=-A=+—HK

—E-=f%-A—H
Cost R 8,326
Accumulated amortisation REtEH (2,424)
Net carrying amount BREFEE 5,902
Year ended 31 December 2022 BE-ZE-_—_f+-A=+—H

IEFE
Opening net carrying amount FYREFE 5,902
Additions — externally acquired NE —INEPUE 1,766
Amortisation #iH (1,205)
Closing net carrying amount FRIEEFE 6,463
At 31 December 2022 R=BZ-ZH+=-H=+—H
Cost DEN 10,092
Accumulated amortisation g £ (3,629)
Net carrying amount REFE 6,463
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AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

17. DEPOSITS PAID, PREPAYMENTS AND OTHER 17. E2f1#&& B RERHAME

RECEIVABLES WFE
2022 2021
—E—=
RMB’000 RMB’000
AREET T ARET T
Non-current assets IRBEE
Rental deposits (Note (i) MEZe (MR 15,920 16,525
Current assets REEE
Deposits paid BEfiEe 1,910 1,450
Prepayments AR RIE 1,515 5,741
Advances to suppliers ML FE R B K 992 986
Other receivables (Note (ii)) Ho A Wk A (B (i) 30,100 43,096
34,517 51,273

Notes:

As at 31 December 2022, included in the refundable rental deposits
of approximately RMB3,327,000 (2021: RMB3,327,000) and
RMBS5,946,000 (2021: RMB5,946,000) represented rental deposits paid
to BJH Group and JH Real Estate respectively.

Included in the balance was input value added tax (“VAT”) receivable
of approximately RMB25,312,000 (2021: RMB32,617,000) as at 31
December 2022. Input VAT arose when the Group purchases products
from suppliers and the input VAT can be deducted from output VAT on
revenue.

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

The Directors consider that the fair values of other receivables (current
portion), except for input VAT 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.

Further details on the Group’s credit policy and credit risk arising from
deposits and other receivables are set out in note 37(iii).

Wi

(i)

RZBE-_—_F+-A=+—8 it AH"
REIAERS RN ARYS327,000
T(ZT=—4 : AR¥3,327,0007T)
M ARYS5,946,0007C( =2 =—F : A
R ¥5,046,00070) A BlIE M B EEEE
REEREINORERS -

EHRPRER-_Z-_—_F+-_A=1+—
HEW B E S ER ([EER DHAR
05,312,000 (—E-—4 : ARK
32,617,0007T) ° ARAEEGEREXR
SEAHEEREERMES - AR
ek B SHIEIE AR IR ©

Bk 3 458 O ) A R L 1 A TR R E Y
b - B EoA U R AR B Rk —
FAEE -

EFERR - ARZKSESRELRER
HNEE - RN —FRkE 2z i
WORIE (BVER &R 2 ) (B e Mk [ TR (B
BN 2 A TFEREREETSESEAE
Ro

BEASEEERR LIRS REA R
HEMEEEERBOFIBHAM
37(ii) »

EETEERARAR —T_FF® 149



Notes to the Consolidated Financial Statements (Continued)
RE MR (B

For the year ended 31 December 2022
BE-_T-_—F+-A=1+—HILFE

18. INTERESTS IN AN ASSOCIATE 18. R—XBERT 2R

2021
—=E__ —ET - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Share of net liabilities EiEaEFE (484) (484)
Goodwill B 600 600
Less: Accumulated impairment losses B BEDREEE (116) (116)
Details of the associate are as follows: ik /NG F=d (U
Place of incorporation/ Particulars of Percentage of
establishment and paid-up registered interest held by the  Principal activities and
Company name legal form of entity capital Company Indirectly  place of operations
TEMAL/ Rt E R MR AQEEEREE TEXEER
ARHEE HEAER BEAFE EREot S
Shenzhen Egoos Mobile Internet  The PRG, limited liability RMB10,000,000 30%  Operation and management
Limited company of online sale in the PRC
RIMBLERHEBERAR  FE ARETAR  AR10,000,000T 0% RHESERERELHEE
In the opinion of the Directors, the above associate is immaterial FERR - LHlBEAFTEHAKEW
to the Group. TERX o
The summarised financial information of the associate is HE-_T - —E-—F+=A
unavailable for the years ended 31 December 2022 and 2021, =—t+—HIEFEELRSBEARM
and the Directors considered the impact of it is immaterial PFEEREE  BEERSEN
in view of the insignificance of the carrying amount of this AR CEEETIAEA  hEZE
associate. THEERK o
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For the year ended 31 December 2022

HE

19.

20.

—E-—E+_A=+—RAULEE

INVENTORIES AND CONSUMABLES

19.

FERZ#Em

2022 2021

—=E—-= T

RMB’000 RMB’000

ARET T AREFT

Merchandise for resale EER R 10,120 21,850

Low value consumables KESER 2,340 2,581

12,460 24,431

TRADE AND LOAN RECEIVABLES 20. FELBIEE,EE AIRER

All of the Group’s sales are on cash basis except for trade ETACERFPIEHMNAEE M
receivables from certain bulk sales of merchandise to corporate E R Z 8 & WA KX FE WS 8t
customers, rental income receivables from tenants and EBNERRER  AEEMEHEEY
loan receivables from provision of financing services. The AR #ET BTHEKERERT

credit terms offered to the customers from operation and
management of retail stores and other related businesses are
generally for a period of one to three months (2021: one to
three months), while to customers from financing services are
repayable on demand (2021: repayable on demand or one
month).

As at 31 December 2022, included in trade receivables of
approximately RMB17,658,000 (2021: RMB12,050,000)
represented rental income receivables from tenants of which
approximately RMB28,000 (2021: RMB67,000) was pledged to
secure the banking facility (Note 27).

As at 31 December 2022, included in trade receivables of
approximately RMB682,000 (2021: RMB115,000) represented
trade receivables due from related companies.

Trade receivables were non-interest-bearing. Loan receivables
from provision of financing services which bore interest at fixed
rates with effective interest rates at 15% (2021: ranging from
12% to 15%) per annum. The loan receivables are secured
by the borrower’s right over the trade receivables of the sales
contract with its customer and with recourse.

EEMEMEREE 2 EPNEER
—RR—E=ERA(CE=_—F: =%
=@EA) MERTFEMEBZEFLHIE
Ef—RARERER(ZT_—F:
BRESERL @A) -

RZEZZF+ZA=+—H " 5A
FEUE 5 BR R m 49 A R 17,658,000
T(ZZE=Z—F : AR%¥12,050,000
TO)IEERARTHHESKA - HRHA
R¥28000L(ZE=—F : ARM
67,0007T) B EHIEIRITRE MER
(MfzE27) -

RZEZZF+_A=+—H " &A
FEM B BR M #9 A R#5682,0007T (=
T~ —F : AR¥115,00070) 5 /B IR
BENRZERE R

FEUW B B BRT %%E cRECRER
ZEWRERERMS15E BT ER
FRER(ZEZ—F : NF12E=E15
E) - BINEFRIAERAEEER AT
FIVAEBRENHESHNNERES
SRIBREFIVESEIR ©
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RE TR ()

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

20. TRADE AND LOAN RECEIVABLES (Continued) 20. EWEZERRKREM (&)

2022 2021

—E_-=

RMB’000 RMB’000
AR®TR ARET T

Trade receivables (Note (i) FEWE 2 BR R (BIRE()) 19,581 13,401
Loan receivables (Note (ii)) P E = (B REGi) 34,567 39,230
Less: loss allowance (Note 37(ii) B : B HE R (P RES7 (i) (881) -
33,686 39,230
53,267 52,631
Notes: BieE -
i) The aging analysis of the Group’s trade receivables, based on invoice (i) AEEZREESRFIRERAHNE
dates, is as follows: BRI -
2022 2021
g T —F
RMB’000 RMB’000
AR®T T ARBFIT
Within 30 days 30HA 12,585 12,495
31-60 days 31£260H 1,657 123
61-180 days 61£2180H 4,438 269
181-365 days 181%365H 862 381
Over 365 days BiB365H 39 133
19,581 13,401
(i) The aging analysis of the Group’s loan receivables (net of impairment (i) AEERKEROERR NREEESE)
loss) is as follows: DT -
2022 2021
—g=-= —E-—F
RMB’000 RMB’000
AR®T T AREBFIT
Repayable on demand or within one year BNERB K —F A 33,686 39,230
The Directors consider that the fair values of trade and loan receivables BEXZRA HRZSEBRNEERER
which are expected to be recovered within one year are not materially HAREIES - TEEAR —FE AU E A R E
different from their carrying amounts because these balances have short SERRERN A FEEEREE &
maturity periods on their inceptions. BEAER -
Further details on the Group’s credit policy and credit risk arising from EAAEEERE SRR REREEN
trade and loan receivables are set out in note 37(iii). FEEBRRKEERBRAE—THFBFIER

BI5ER7 i) ©
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HE_Z-_—_F+-_A=+—HIFE

21. RESTRICTED BANK DEPOSIT 21. FRHEBITER
Restricted bank deposit amounted to RMB2,000,000 (2021: X PR #I$R1T7F 3 A A R ¥2,000,0007T
RMB2,000,000) represented the bank deposit restricted for the —ZT=—F : AR¥2,000,0007T)
repayment of the principal and interest of the secured bank loan EXREIARERITEREEGER
required by the bank. RITERA© RFBHRITFR
22, CASH AND CASH EQUIVALENTS 22. RERBREEEY

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Cash at banks and in hand RITRFERE 66,171 26,113

Cash and cash equivalents for the purpose of IR &iFARERNIRE

consolidated statement of cash flows MIREEEY 66,171 26,113
The Group had cash and bank balances denominated in RMB KEBUAREFELESPEF
and held in the PRC of approximately RMB62,508,000 (2021: ENRERBITEHROBARE
RMB23,286,000) of which the remittance out of the PRC was 62,508,000 (Z T =—F : AR¥
subject to the exchange control restrictions imposed by the 23,286,0007T) + A A& H B 2 I8
PRC government. JAS BT B b 89 SN B I PR B4R

MR o
The cash at banks bore interests at floating rates based on daily MITRSWFEBETE - REGAKT
bank deposit rates. As at 31 December 2022, certain bank GBRANEHE R _F+=H
deposits bore interest at floating rate with effective interest rate =+—8 BT RIOIFREZEEG
was 0.30% (2021: 0.30%) per annum. B ERFNERE0INE(ZE=—
F :0.30F) -
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HE_Z-_—_F+-_A=+—HIFE

23. TRADE PAYABLES 23. EREZERN
The credit terms granted by suppliers are generally for a period HERELNEER MR A30E60H
of 30 to 60 days (2021: 30 to 60 days). The aging analysis of —ZT=—% :30860RH) - ENE 5
the trade payables, based on invoice dates, is as follows:

RIRERBHOREONAT ¢

24,

2022 2021
—=E—= T

RMB’000 RMB’000

AR¥T T ARETIT

Within 30 days 30HA 27,020 39,793
31-60 days 31260H 13,020 12,913
61-180 days 61%Z180H 5,858 4,692
181-365 days 181%365H 2,071 3,506
Over 1 year —FpAE 6,060 5,904
54,029 66,808

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.

CONTRACT LIABILITIES

Contract liabilities

24,

BHEE

ARG RER  Fit - AEEZ
ENEZERFEEERRE /SR A FE

ZAREBRE -
BHNAME

2022

—— —

P pa—

RMB’000
ARBFR

19,794

2021
—E-—F
RMB’000
AREFIT

20,058

2022

—E-—

RMB’000
AR®TR

2021
—E-—F
RMB’000
AREFIT

Contract liabilities in relation to: EHEESR

Operation and management of retail stores ~ &&NEBRTEEN

and other related businesses HA AR ZETS
— Prepaid gift cards —FEffEmR 10,299 11,098
— Customer loyalty programme —BP R FT & 9,495 8,960

19,794 20,058
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HE_Z-_—_F+-_A=+—HIFE

24.

CONTRACT LIABILITIES (Continued)

The contract liabilities represented the aggregate amount of the
transaction price allocated to the performance obligations that
are unsatisfied as of each reporting period. The Group expects
the transaction price allocated to the unsatisfied performance
obligations will be recognised as revenue when the award
points in relation to customer loyalty programme and prepaid
gift cards are redeemed.

Movements in contract liabilities

24, EHEEUE)
AHABEEESREHEIRER
ERBHETNXSEREE - K&
EIEH  EHMAEBES RS
I RFEMESRNEDRESR - S
ERERBHEENR S ERERER

Award points
under customer

Prepaid loyalty
gift cards programme
ZEFERHE
XA
AR mF ZRBED #et
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR®T T
At 1 January Rn—H—H 11,098 8,960 20,058
Decrease in contract liabilities as 4 R HER I 1)
aresult of recognising revenue  sFAA KB EH
during the year that was included W A& A %)
in the contract liabilities at the afErd
beginning of the year (11,098) (539) (11,637)
Increase in contract liabilities BRBEEN 10,299 1,074 11,373
At 31 December W+—RA=+—8 10,299 9,495 19,794
FEEREERBRAT —TZ_FFR 155
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24. CONTRACT LIABILITIES (Continued)

156

Movements in contract liabilities (Continued)

24.

BHNREE)

BREEE(E)

Award
points under
Prepaid customer loyalty

gift cards programme
BEE&KH
XiFETEIT
TS mR 2 SEERE D HRET
RMB’000 RMB’000 RMB’000
ARET T ARETTT ARETTT
At 1 January n—A—H 12,820 8,039 20,859
Decrease in contract liabilities as FRERNE)
aresult of recognising revenue  stAAHIEER
during the year that was included W A& A %)
in the contract liabilities at the B &R
beginning of the year (12,820) (519) (13,339)
Increase in contract liabilities BHEEIE N 11,098 1,440 12,538
At 31 December W+—RA=+—8 11,098 8,960 20,058

Typical payment terms which impact on the amount of contract
liabilities recognised are as follows:

Prepaid gift cards

The Group sells the prepaid gift cards to the customers who
redeems the prepaid gift cards for future purchases. The
prepaid gift cards are non-refundable and with no expiry date.

Award points under customer loyalty programme

Under the Group’s customer loyalty programme, customers
who participate in the loyalty programme can earn award points
by spending. Valid awards points as at end of reporting period
are with no expiry date. The customers can redeem anytime at
their discretion.

Jiahua Stores Holdings Limited Annual Report 2022
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25.

26.

DEPOSITS RECEIVED, OTHER PAYABLES AND
ACCRUALS

25.

EWERE  HUENRERE
B

2022 2021

—E—=
RMB’000 RMB’000
AR¥T T ARET T
Deposits received BEliiEe 41,044 41,125
Other payables (Note) E Ao SRIA(FE) 32,227 35,605
Accruals et & 17,625 25,134
90,896 101,864

Note: fiaT -

As at 31 December 2022, included in other payables of approximately
RMB19,173,000 (2021: RMB21,190,000) represented payables for construction
on leasehold improvement.

As at 31 December 2022, included in other payables of approximately
RMB4,949,000 (2021: RMB7,958,000) represented retention monies held by the
Group regarding construction on leasehold improvement, which are payable by
the end of maintenance period.

As at 31 December 2022, included in other payables of approximately
RMB846,000 (2021: RMB677,000) represented other PRC tax payables, other
than PRC Enterprise Income Tax.

As at 31 December 2022, included in other payables of approximately
RMB10,000 (2021: RMB12,000) represented amounts received from (i) suppliers
when they send promoters to the retail stores and (i) staff when joining the retail
stores in aggregate.

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

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

26.

EEREERERAF]

RZZEZ=ZF+=-A=+—8 ' st AEMEMK
BHAR®E19,173,000L(ZE=—F : AR
21,190,0007T ) {EERTAEWE LS 2 R FIE ©

R-ZE-—F+-A=+—8  stAHEMEN
FIBHAREES,949,000c(ZE=—F : AR
7,958,000 AR E BT BAAENEREE
HKIRMNREBSE  ERNREPERAII

R-ZTB-—F+=—A=+—8 st AHEMEN
HIEHARES46,000(ZFE=—F : AR
677,0007T ) 5Bk 7 Bl 1> B FT 1S B LA SN 2 EL A FE A
PEBIE -

R-ZB-_—FE+-_A=+—8 st AHEMERN
RIELHARKE1000T(ZFT=—F : AR¥
12,0007T) fE(REEEIREHEEA B ETEIER
FEM A FE R Y OB R (DA B TN T & /R
BIMZIBME 24858 -

AT AR Bt AREZERRS -
Hi AR E EREEERESEATE
ZEBHB -

B —RESEHIA
BERRARELR 2R RREXRE
E o
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27. BORROWINGS 27.

BE

2022 2021
—=E__ —ET - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Current — secured bank loan B#f—& Tﬁﬁfﬁﬁ%ﬁi 5,712 3,280
Non-current — secured bank loan JERNHR — B HEIPIRITE K 151,464 90,133
157,176 93,413

As at 31 December 2022, total current and non-current secured
bank loan were scheduled to repay as follows:

HH&%‘EﬁﬂﬁﬂﬁEﬁ?%E E#X%@%&iﬁzﬁr
AN THIHARERE

2022 2021
—E-= —E-—F

RMB’000 RMB’000
AR®TR ARBTT

Within one year —FK 5,712 3,280
More than one year, but not exceeding FRiE—F - BETBIEMT
two years 5,712 3,280
More than two years, but not exceeding AT - ETNERRF
five years 24,891 12,675
More than five years HBERF 120,861 74,178
157,176 93,413

As at 31 December 2022, the Group has the total
banking facility of approximately RMB180,000,000 (2021:
RMB180,000,000) granted by a bank to a subsidiary of the
Company and has cumulatively drawn down of approximately
RMB170,000,000 (2021: RMB97,513,000). During the year, the
Group repaid principal amount of approximately RMB8,724,000
(2021: RMB3,530,000).
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27.

BORROWINGS (Continued)

As at 31 December 2022, the Group has undrawn
banking facility of approximately RMB10,000,000 (2021:
RMB82,487,000). Subsequent to 31 December 2022 and up
to the approval date of these consolidated financial statements,
the Group has no further drawn down of the banking facility.
The banking facility is secured by certain portion of the
Group’s investment properties amounted to approximately
RMB242,700,000 (2021: RMB257,300,000) (Note 15) and trade
receivables of approximately RMB28,000 (2021: RMB67,000)
(Note 20) as at 31 December 2022 and guaranteed by BJH
Group (2021: BJH Group).

The bank loan is variable interest bearing which carried interest
based on the 5-year loan prime rate issued by the National
Inter-bank Funding Center plus 0.25% per annum. The effective
interest rate as at 31 December 2022 is 4.59% (2021: 4.90%).

As at 31 December 2022 and 2021, the Group had not
breached any of the covenants of the banking facility.

The bank loan is arranged at variable interest rate and expose
the Group to cash flow interest rate risk. Further details of the
Group’s management of interest rate risk are set out in note
37(iv).

27.

EEREERERAF]

=3-4¢" )

R—ZE-_—_F+-_A=+—H ' ' &K
EEARPANRITHEADARE
10,000,000 C(ZFE=—F : AR
82,487,0007L) c RZEZ—_F +=
B=+— B2 REERGEUBR
REMERY  AEBEWEE—FIE
BRTHE N-_ZT-_—_F+=-A
=+t—8  BITBRERLEENAR
#242,700,000L(ZFE = —F : AR
#257,300,0007T ) (I 7E15) B9 & F 5P
DAY E BRI R 4 AR 28,000
T(ZE=—F : AR¥67,0007T) (Ff
FE20) M E S EMGIEERIR - AR H
FESERERER(CZE—F  8EF
it;"%) °

BITERNFE BZE - H2HIET
MRZEREFLBEHNAFHERR
BEFRMN0.25%FFE:H 8 - R=
E__HE+-A=+—0 BEMX
BABI% (B —F : 4.9%) °

RZE-—FR-_FE-_—F+_-H1
Z+—H8 AEEVEEREITHE
KT 224 o

RITEFIRFHNERY - fAKH

ERR SR ERRER - NREEEEF
K@ 0 — B E N HIREST (V) ©
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28. DEFERRED TAXATION 28. RIERIIE
The following are the major deferred tax asset and liabilities UTAREENAFERBEMBE
recognised by the Group and movements thereon during the ERANETEEEHIBEEERBER
current and previous financial years. B@AgH) -

Revaluation  Undistributed
of investment profits of
properties subsidiaries Total

MEARZ
BREMEER RO REF et
RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARBTT

At 1 January 2021 R-ZE=——F—HA—H 19,156 2,545 21,701
Deferred taxation (credited)/ (Bt A,/ BB
debited to the profit or loss EERIE (K13E10)
(Note 10) (2,600) 1,000 (1,600)
At 31 December 2021 and N-B——=F
1 January 2022 +ZA=+—BK
—E-_—_4—HF—H 16,556 3,545 20,101
Deferred taxation credited to S ABRARERIE
the profit or loss (Note 10) (FF3E10) (3,900) - (3,900)
At 31 December 2022 A ===
+=-—A=+—H 12,656 3,545 16,201
Pursuant to the Detailed Implementation Regulations for BER_ZEZSLF+ZANBEBRMGH
implementation of the new Corporate Income Tax Law of the BT EASHUEE MRS - =
PRC issued on 6 December 2007, a 10% withholding income TTN\F-A—A BUEFBEK
tax shall be levied on the dividends remitted by the companies YK RAEREGIMNEEERSHRE
established in the PRC to their foreign investors starting from BUK10%TEINFTERL - RZZFZN
1 January 2008. Dividends declared or proposed out from the F—HA—HB1% LWRERFELERE
profits generated by the PRC companies after 1 January 2008 ME IR ZH T IRAIRE AR NZIE
shall be subject to this withholding income tax. TEIFTSHL ©
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HE

28.

—E-—E+_A=+—RAULEE

DEFERRED TAXATION (Continued)

As at 31 December 2022, the aggregate amount of temporary
differences associated with investments in subsidiaries for
which deferred tax liabilities have not been recognised totalled
approximately RMB47,000,000 (2021: RMB140,000,000),
as the Directors 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 2022, the Group has estimated unused tax losses
of approximately RMB301,005,000 (2021: RMB228,916,000)
which were available for offset against future profits and are
subject to expiry period of five years. No deferred tax asset has
been recognised in respect of the estimated tax losses due to
the unpredictability of future profit streams.

28.

EEBIE ()
RZE-_—_F+_A=+—H ' #HR
MIE A RIRI% & B B M M R BE L RE R
BEHBEBENERZEBBAY
BANREAT 000,000 (Z B =—4F :
)\E#}Mooooooom AAEES
TR AT LAYE i) 8 12 AR A o B 2= R A
ﬁ MEEBAEZEAETERAIER
AKIRBE ] o

i LT)EEIEEFbWFH F'E %%Iﬁf‘JﬁTiTéé

Jééﬂa%wﬁ*” o \_E::¢+:ﬂ
—t—8 AEEEEHFFARBAR
HE B4 AR 301,005,0000( =%
——%F : AR¥228,916,0007T) * A]
AUAKEEEREF - WIRBRT A
FEHREER - ARETERRBZRF
R - RSB EERE BIAE
TRIBEEMEER -
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29. SHARE CAPITAL 29. RRAK
2022 2021
—E_— —E-—fF
Number of Number of
shares shares
(000)  RMB'000 (000) RMB'000
& E Bingk B
(F&R) AR®Tx (Fi%)
Authorised: ERE
Ordinary shares of Hong Kong BIEEC.O1ET
Dollars (“HK$”) 0.01 each (D)) T mhk
At 1 January and 31 December ~ BA—HA—HBRX
+=—B=+—8 10,000,000 97,099 10,000,000 97,099
Issued and fully paid: BETREAR
Ordinary shares of HK$0.01 each  @RXEEO.0178 7T
(BT )R T mA
At 1 January and 31 December ~ #—F—HX
+=—A=+—8H 1,037,500 10,125 1,037,500 10,125
30. RESERVES 30. f#fE
The movements of the Group’s reserves for the year are AEBRFRNZHBEEHERNEGEEHE
presented in the consolidated statement of changes in equity. =EHREY -
The movements of the Company’s reserves for the year are set AARRFERN RESLEBHFHTAT -
out below:

Share Contributed Accumulated
premium surplus losses Total

B A AR RiTER st
RMB’000 RMB'000 RMB'000 RMB'000
ARBTE  ARBRTT ARETT ARETT

At 1 January 2021 R-T-—4
—A—H 252,478 67,848 (9,596) 310,730
Loss and total comprehensive FREBELREZENE
income for the year ik - - (86,688) (86,688)
At 31 December 2021 and W-ZE-—F+"AH
1 January 2022 =+—-HEkK=%
——%—H—H 252,478 67,848 (96,284) 224,042
Loss and total comprehensive FAEBERZENKE
income for the year ks - - (132,908) (132,908)
At 31 December 2022 R-TE-—F
+-A=+—8 252,478 67,848 (229,192) 91,134
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30.

—E-—E+_A=+—RAULEE

RESERVES (Continued)

Share premium

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

Statutory reserve

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

Statutory welfare reserve

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

Merger reserve

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

Property revaluation reserve

The property revaluation reserve represented the revaluation
gain in respect of the leasehold land and buildings which were
reclassified as investment properties for the year ended 31
December 2014.

Translation reserve

Translation reserve represents the exchange differences arising
from the translation of the financial statements of subsidiaries
into presentation currency of the Company.

30.

ﬁ{ﬁ(";)

B 10 amE

BEFAEHERAFE - RN RERA]
DIRTARANGIRE - HEARFIRERE
BRRMREEBEERSEERA
BEKBEPIBEENEGTE -

EEfEE
@ﬁﬁ%¢l%&'#¢l&jﬁw
AIAREZRTEERHETHW
ﬁm&@ﬂ % D 10% 8 53 20K E
- BEERAERHEAEHEIEREM
BRNE0% AL - M REHEBELER
A ff B A Bl R s 1 B AR R B AT R
oo BRIFEERBR  TADEERED

BHIK o

EERMES

BRBEATRBERE  EHREKZHD
AIZAEIEP E SR 0 E RN
BEAFEHBATNESIENE T
AOHERETEETEINES - ZES
ERARAEEER‘EE TRERIE
R - BRIFFTEER - FAPE
ERAMESTEDIR - RIBEBEFE
EECBZEERNF-A—HBR - H
BEBADKEETRANESH G
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30. RESERVES (Continued) 30. f&f& (&)
Contributed surplus AR
The contributed surplus of the Company arose as a result of ARBEABRBER_ZZFHH
the reorganisation completed on 30 April 2007 and represents “tHERRNEEAMES - FEARAA
the excess of the nominal value of the Company’s shares RRB|AREAETRMOOEERLE
issued in exchange for the consolidated net assets value of the FFTIEER B ARG EEFERN
subsidiaries then acquired. ¥ o

31. DIRECTORS’ REMUNERATION AND SENIOR 31. EEHFMRSREEASME
MANAGEMENT’S EMOLUMENTS

(@) Directors’ emolument (@ E=i=
The emoluments paid or payable to the Directors were as EfNSRENES MM -
follows:

Salaries,

allowance
and other Contributions
benefits to retirement
in kind schemes

¥
R R RANGTE
12k BRI #R st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARETR AR®TR AR®T:R

2022 —E-CF

Executive directors BITES

Mr. Zhuang Lu Kun Fifeshse & - = = S

Mr. Zhuang Pei Zhong Py st 600 92 - 692

Mr. Zhuang Xiao Xiong NSRS 720 203 75 998
1,320 295 75 1,690

Independent non- BYEHITES

executive directors

Mr. Chin Kam Cheung BRI 155 - - 155

Mr. Sun Ju Vi RERELE 151 - - 151

Mr. Aj Ji N kEHk 151 - - 151

457 - - 457

1,777 295 75 2,147
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

31. DIRECTORS’ REMUNERATION AND SENIOR 31. EEHFMiESKEEASNS
MANAGEMENT’S EMOLUMENTS (Continued) (48)
(a Directors’ emolument (Continued) (@ E=mE(E)

Salaries,

allowance
and other ~ Contributions
benefits  to retirement
in kind schemes

R R HLA RINGTE
ik BNl #E5 st
RMB’000 RMB’000 RMB'000 RMB'000
ARBETT ARBTT ARBTT ARETRT

2021 —BE-—-F
Executive directors HITES
Mr. Zhuang Lu Kun Hifeshe & - - - =
Mr. Zhuang Pei Zhong L liihiSite 600 92 62 754
Mr. Zhuang Xiao Xiong NSRS 720 203 51 974
1,320 295 118 1,728
Independent non- BYEHITES
executive directors
Mr. Chin Kam Cheung BRI 152 - - 152
Mr. Sun Ju Yi BREERLE 151 - - 151
Mr. Ai Ji N kxH 151 - - 151
454 - - 454
1,774 295 1183 2,182
None of the Directors waived any emoluments paid by FARBEEEREREBE M
the Group during the year (2021: Nil). A (ZE=—F : |&) -
No emoluments were paid to the Directors as an FRE B W EE A BN
inducement to join or upon joining the Group or as 2 ERBEMAREELR
compensation for loss of office for the year (2021: Nil). MARREE S BEHE(ZE
——F 8\
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HE_Z-_—_F+-_A=+—HIFE

31. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (Continued)

(b)

Five highest paid individuals

The five highest paid individuals of the Group included
two (2021: two) Directors for the year, whose
emoluments are disclosed in note 31(a). Details of the
remuneration paid to the remaining three (2021: three)
non-director highest paid individuals who were also
members of senior management of the Group, which
one of them fell within the band of Nil-HK$1,000,000
(equivalent to approximately Nil-RMB871,000),
one of them fell within the band of HK$1,000,001
to HK$1,500,000 (equivalent to approximately
RMB871,001-RMB1,307,000) and one of them fell
within the band of HK$1,500,001 to HK$2,000,000
(equivalent to approximately RMB1,307,001-
RMB1,743,000) are as follows:

Salaries, allowances and benefits in

31. EEFHEESREEAEMS

(%)

(b)

e RMLEYN®

TEBRESFMAL
FAXEBARESFHMHA
TEREMAE(ZEZ—F: W
HF)EE  BENBSERK
FES1@EE - TN TFHT =4
T —F ZE )R
FEZAT(NAEAEESR
EIEAR) HPp—fIm B
= 7t 21,000,000 7T
(HERHARBZTEAR
#871,0007T) + — I &I F BN
1,000,001 7 T & 1,500,000
BT (FRE R4 ARKS871,001
JTTE AR¥A1,307,0007T) & —
i B9 % B Y - 1,500,001 7% 7T
£ 2,000,000 7T (HHE R &
AR#1307,000 TE AR
1,743,00070) BT ¢

2022

—gq2-

2021
B —F
RMB’000
ARETTT

RMB’000
AR®TR

kind 2,828 2,467
Contributions to retirement schemes  iEiRETEIHE 3R 93 52
2,921 2,519

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 (2021: Nil).
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AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

31. DIRECTORS’ REMUNERATION AND SENIOR 31. EEFMRSAEEAESHE

MANAGEMENT’S EMOLUMENTS (Continued) (%&)

(c)  Senior management’s emoluments () EHREEAEME
The emoluments paid or payable to seven (2021: seven) ERSENER(ZE—5F -
members of senior management whose emoluments fell tHR)RBEEBKE 2BHEN
within the following bands: FLAT 487 :

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Nil to HK$1,000,000 (equivalent to T L% 1,000,000/ 7T

approximately Ni-RMB871,000) (HEROARBZ T
% ARH871,0007T) 5 6
HK$1,000,001-HK$1,500,000 1,000,001& 721,500,000
(equivalent to approximately BIL(HEERHARE
RMB871,001-RMB1,307,000) 871,001 TE AR
1,307,0007T) 1 1
HK$1,500,001-HK$2,000,000 1,500,0018 7L 2£2,000,000
(equivalent to approximately BIL(HEERPOARE
RMB1,307,001-RMB1,743,000) 1,307,001 T E AR K
1,743,0007T) 1 -
32. CAPITAL COMMITMENTS 32, EBAREIE
The Group had the following outstanding capital commitments: REBEBUTRIZNERALE :

2022 2021
—=—= —ET-—F

=

RMB’000 RMB’000
AR®T T ARBTT

Contracted, but not provided for, in respect B - WME M&E
of property, plant and equipment SHESIEES 2,412 6,105
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

33. RELATED PARTY TRANSACTIONS 33. BEEBALIXRS
In addition to those transactions and balances detailed MNZ S A SRR EMmE D57
elsewhere in these consolidated financial statements, the IR G MEEGHIN AT B R A LT
following transactions were carried out with related parties: EITZRS :
(@) Transactions with BJH Group (@ HEFEEEzZRS

2022 2021
—=E__ —ET - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Rental income in respect of BEREWED
investment properties HEWA (i) 2,229 2,303
Note: BT
0] The amounts were determined in accordance with the terms of [0} ZE SR IRBAABIREGRK
the underlying agreements. EE -
(b)  Transactions with JH Real Estate (b) EHEEFEEMENRS

2022 2021
—E—_— T

RMB’000 RMB’000
AR®T T ARBTT

Rental income in respect of BEEEYFENE
investment properties SWA 0] 730 767
Licensing income in respect of BRI A
computer software (i) 94 131
Note: BT

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

S RRIIRIRAERE ek mO 15
E

°

%%
HE
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For the year ended 31 December 2022
BE-_T-_—F+-A=t+—RHILFE

33. RELATED PARTY TRANSACTIONS (Continued) 33. BB A LR F (1H)
(¢)  Transactions with Shenzhen Baijiahua Yunzhuo () BEFRITEEEEZBEE
Hotel Management Limited BERITNRZS

2022 2021
—=E__ —LFT - —F

=

RMB’000 RMB’000
AR®TR ARBTT

Licensing income in respect of BRI RA

computer software (ii) 69 107

Notes: B & -

0] Mr. Zhuang Lu Kun and Mrs. Zhuang Su Lan, the spouse of [0} GEREER A RERBE AL (H
Mr. Zhuang Lu Kun, have beneficial interests in Shenzhen Resd S EWBELB) ORI B
Baijiahua Yunzhuo Hotel Management Limited. FEEEREETERRARE

BRI -

(i) The amounts were determined in accordance with the terms of (ii) Ze R IHIRBAB RN IRK
the underlying agreements. B -

(d) Transactions with Shenzhen Jiahua Property (d) EBERIIMEEVERBEER
Services Limited (Formerly known as EEARNR S (AR
“Shenzhen Jiahua Property Management MEEYEEEFRIEEL
Limited”) Al)

2022 2021
—=—= —T -4

=

RMB’000 RMB’000
AR®T T ARBT T

Service income in respect of online BREE4 - F &%

platform supporting service ARG HY ARSI (i) - 365
Licensing income in respect of BB AR U
computer software (ii) 69 107
Expenses in respect of property ~ BEWEEIEH
management X (ii) (290) (409)
Short-term lease expense in HHIEEL ARG
respect of car parking lot HERAX (i) (1,874) (1,517)
Notes: B & -
0] Mr. Zhuang Lu Kun and Mrs. Zhuang Su Lan, the spouse of 0] HeEmAAERFRB LT (G
Mr. Zhuang Lu Kun, have beneficial interests in Shenzhen Rk 38 5 A2 BV BEAB ) ORI 4
Jiahua Property Services Limited. EYERGAEREEARESR
Em s o
(ii) The amounts were determined in accordance with the terms of (ii) Z & B IREAR BB A IR
the underlying agreements. EE -
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HE_Z-_—_F+-_A=+—HIFE

33. RELATED PARTY TRANSACTIONS (Continued) 33. EAB(A L3R Z (&)

(e) Compensation of key management personnel e) FEEEAEME

2022
==

RMB’000
AR®TR

Total remuneration of directors B (ME31() REM
(Note 31(a)) and other members of FEEEABRH
key management

2021
—E-—F
RMB’000
AREFIT

— Short-term employee benefits —RHR B EF| 6,232 6,116
— Contributions to retirement schemes —iERHEIHE 0 427 237
6,659 6,353
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HE_Z-_—_F+-_A=+—HIFE

34. STATEMENT OF FINANCIAL POSITION OF THE 34. ZA&AR#MBEMRRT
COMPANY

2022 2021
—=E__ —LFT - —F

=

Notes RMB’000 RMB’000
FieE AR®TR ARBTT

ASSETS AND LIABILITIES EEREE

Non-current assets ERBEE

Investments in subsidiaries RIBRRIMIRE 31,959 67,848

Current assets REEE

Amounts due from subsidiaries N NG e 67,646 165,687

Deposit paid and other receivables B & & K E b fE R TE 57 =

Cash and bank balances B MIRTTH 3,630 2,734
71,333 168,421

Current liabilities REBEE

Other payables and accruals HEm A FIE R ERE R 2,033 2,102

Net current assets REBEEZFE 69,300 166,319

Net assets EEFE 101,259 234,167

EQUITY s

Share capital [N 29 10,125 10,125

Reserves {15 30 91,134 224,042

Total equity RERBEE 101,259 234,167

Zhuang Lu Kun Zhuang Pei Zhong
PRl MR
Director Director
EE EFE
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HE_Z-_—_F+-_A=+—HIFE

35. INTERESTS IN SUBSIDIARIES 35. RHEARNER
Details of the subsidiaries as at 31 December 2022 and 2021 RZE-—FR-_T-—F+_8
are as follows: =+—8  WBARFBEET :
Particulars of
issued share/
Place of incorporation/ paid-up Percentage of interest held by the Company
establishment and legal form registered AAAGEREEL Principal activities and
Company name of entity capital 2022 2021 place of operations
BERIRG/ -2-= 3
SR/ RALBER BHREMER  Directly Indirectly Directy Indirecty TEXBR
NRER HEAER R HE B EBE FE e
Forever Prosperity International British Virgin Islands, limited liability US$20  100% - 100% - Investment holding in
Company Limited company Hong Kong
KREBERLA ABRNES  ARELRA 0%t REBETRERR
Ding Xin Investment Company Hong Kong, limited liability company HK$0.1 - 100% - 100%  Investment holding in
Limited Hong Kong
SHREERLA A AREMALA 0% REBETRERR
Shenzhen Baifiahua Commercial The PRC, limited liability company RMB45,000,000 - 100% - 100%  Operation and management
Management Limited of shopping malls in the
PRC
ATEEERZERERAA HE - BREEAT ARE REEER REREDRL
45,000,000
Shenzhen Qianhai Baijiahua The PRC, limited liability company RMB50,000,000 - 100% - 100%  Commercial factoring services
Commercial Factoring Limited in the PRC
AT EEERERE HE - EREERA ARE R ERERHZRERY
BRAE 50,000,000
Shenzhen Baifiahua Department The PRC, limited liability company ~ RMB220,400,000 - 100% - 100%  Investment holding and
Stores Company Limited (wholly-foreign owned enterprise) operation and management
of retail stores in the PRC
ATEEEREARAA HEl - EREERA ARE RPEETREERREE R
UIEEERY) 220,400,0007% ERBER
Guangxi Baijiahua Department Stores  The PRC, limited liability company RMB10,000,000 - 100% - 100%  Operation and management
Company Limited of retall stores in the PRC
ERAEEREERAA wEl - EREERA ARE REEEERERTER
10,000,000
172 Jiahua Stores Holdings Limited Annual Report 2022



Notes to the Consolidated Financial Statements (Continued)

AR e DI ERARMEE (&

For the year ended 31 December 2022
HE-T-_ "+ - A=+—HIFE

35.

Company name

DERR

Shenzhen BJH Network Technology
Limited
AT REERENRERAR

Shenzhen Baijiahua Convenient
Stores Chain Management Limited

RTREEEEENEER
BRAR

Shenzhen Baijiahua Supply Chain
Management Limited
AT REEHRERERERAR

INTERESTS IN SUBSIDIARIES (Continued)

Particulars of
issued share/
Place of incorporation/ paid-up
establishment and legal form registered
of entity capital
BRIRG/
TR/ KL ER BARERES
HEAER ZifE
The PRC, limited liability company RMB10,000,000
HE - BREEAR AR
10,000,0007T
The PRC, limited liability company RMBS5,000,000
HE - BREEAR NS
5,000,0007
The PRC, limited liability company RMBS5,000,000
HE - BREEAR AR#
5,000,0007C

35.

FOM B8 A R v s (&)

Percentage of interest held by the Company

AATRRREADL

2022
oo

——

Directly Indirectly

EE

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.

3

100%

100%

100%

LB A R MM IR C AT

Principal activities and
2021 place of operations
TERBR

Directly  Indirectly
BE ik

- 100%  Operation and management
of online sale in the PRC
R EEERERE HHE
- 100% Inactive
BEXH
- 100%  Supply chain financing

services in the PRC

RPERGRERERRG

W

PIRE R, SERBERE KA B EEYL
EREEFMEBMARIAER

RAER + B 2 R AT AT
B%

b
BEf
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For the year ended 31 December 2022
BE-_T-_—F+-A=1+—HILFE

36.

174

RECONCILIATION OF LIABILITIES ARISING 36.

FROM FINANCING ACTIVITIES

MEEBELE BB ZHE

Borrowings Lease liabilities

BE HEAE
RMB’000 RMB’000
AREET T ARET T
(Note 27) (Note 14)
(MtzE27) (MizE14)
At 1 January 2022 R-ZZE-_—_F—HF—H 93,413 473,476
Changes in cash flow: Hene#
Proceeds from borrowings BEFSHRIA 72,487 =
Repayment of borrowings BEEE (8,724) =
Interest paid BFE (6,209) =
Repayment of principal portion of lease BEHEAGBE XS
liabilities ;B S (45,938)
Repayment of interest portion of lease BEHEAEGEZFE
liabilities B - (33,229)
Total changes from financing cash flows MERSRELHEE 57,554 (79,167)
Other changes: E it g -
Interest on borrowings BEFE 6,209 S
Interest on lease liabilities MEAERNS - 33,229
Increase in lease liabilities from entering into 3] HHEEHHEBE
new leases 0 - 4,277
Effect of lease modification HEEBITNTE S (3,327)
COVID-19-related rent concessions COVID- 198 H S 1B H - (10,840)
Total other changes HibEEh4EaT 6,209 23,339
At 31 December 2022 R-T-—F
+=-A=+—H 157,176 417,648
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For the year ended 31 December 2022

BE—

36.

T+ A=t+—HIFE

RECONCILIATION OF LIABILITIES ARISING 36.
FROM FINANCING ACTIVITIES (Continued)

(%)

METBHELEZEGEZAE

Borrowings  Lease liabilities
B8 HEaE
RMB’000 RMB’000
ARET T ARBTIT
(Note 27) (Note 14)
(BizE27) (KzE14)
At 1 January 2021 RZE=-—F—H—H 66,943 538,841
Changes in cash flow: ReReds)
Proceeds from borrowings BEFSHRIA 30,000 =
Repayment of borrowings EEEE (3,530) =
Interest paid BFE (4,710) -
Repayment of principal portion of lease ERHEadEsAe
liabilities 05 - (62,870)
Repayment of interest portion of lease BEHEAEBEZFE
liabilities B = (37,356)
Total changes from financing cash flows MERSRELE B 21,760 (100,226)
Other changes: E At g -
Interest on borrowings BEFME 4,710 =
Interest on lease liabilities HEBERE - 37,356
Increase in lease liabilities from entering into s HHEEHHEBE
new leases 0 - 27,388
Decrease in lease liabilities from early REKRITBESYHEE
termination of leases B &R = (2,5619)
Effect of lease modification HEEIINTE - (26,527)
COVID-19-related rent concessions COVID-19i8fH &2 E - (837)
Total other changes Hith FEhaast 4,710 34,861
At 31 December 2021 R-—ZT=——F
+=ZA=+—8 93,413 473,476
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BHE

37.

176

—E-—E+_A=+—HIEE

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and in
its investment activities. The financial risks include market risk
(including currency risk and interest risk), credit risk and liquidity
risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the Board. The overall
objectives in managing financial risks focus on securing the
Group’s short to medium term cash flows by minimising its
exposure to financial markets. Long term financial investments
are managed to generate lasting returns with acceptable risk
levels.

It is not the Group’s policy to engage in the trading of financial
instruments for speculative purposes. The most significant
financial risks to which the Group is exposed to are described
below.

Jiahua Stores Holdings Limited Annual Report 2022

37.

B EBEERER AV ETE

AREBAHA *%*%i‘%i‘“%a_k&&ﬁ
FIGE MRS R T A E SR %R R
*ﬁ‘%ﬁﬁiﬁ%ﬁwﬁ@%ﬂ?%ﬂﬁﬁ(’\ﬂ%‘b?ﬁé}(
R EAERR) EERBRERSE
R o

FAF R R B I AN SR B AR R IR - I
HEFEEYAHE BEMBRRZ
ERACEHENEBRERS TR
MIZEE - BEAKEEHERHR
TRE - REERRENAZRZRAR
REELAFEDNRER -

REB BRI IFUEFAREAE R
NEeMIAEES - AEBFEHRE
j(milﬁﬂﬂ AAQHEHQD—F °



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

37. FINANCIAL RISK MANAGEMENT AND FAIR 37. Bi%EMEERAFETE
cREEREGEHEHR

REABBHRRE2IEBS
MEERSHABERZER

VALUE MEASUREMENTS (Continued) (#&)
() Categories of financial assets and liabilities (i)
The carrying amounts presented in the consolidated
statement of financial position relate to the following

categories of financial assets and financial liabilities:

BT :

2022 2021
—=E—-= T
RMB’000 RMB’000
AREET T ARBTIT
Financial assets: SWMEE
Financial assets measured at LEEAFTE 2 &Rl
amortised costs BE
- Trade and loan receivables —RKE FERRER 53,267 52,631
- Deposits paid and other receivables — 2184 M H b fEUL
=g 22,618 28,454
— Restricted bank deposit — X IRHIIRITIF X 2,000 2,000
— Cash and cash equivalents - ReRREEEY 66,171 26,113
144,056 109,198
Financial liabilities: S@Aas:
Financial liabilities measured at LEEANGTE 2 2Rl
amortised costs afg
— Trade payables —ETE SRR 54,029 66,308
- Deposits received, other payables ~ — 2 Uig4 - EfhpESR
and accruals FIEREETE R 90,896 101,864
- Amount due to a director — BN —REEFE 59 59
- Borrowings —BE 157,176 93,413
302,160 262,144
Lease liabilities HEAE 417,648 473,476
719,808 735,620
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HE_Z-_—_F+-_A=+—HIFE

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

(ii)

Foreign currency risk

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
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.

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:

37. BXEREERAFEFE

(%)
(ii)

SN LB
EREREERMTAZAFE
IARKRESREANERES)
kg < E -

AEBMRPBREERS A
SERFOWA  HXERE
MEHAARKETE  MAE
BABHEERABEHOUAR
BABTTAHE - INEHARKE
PE R e (E AR AR B A B 3 AN
SEERATBRE

BN ASNEEHER B B E N
HEHERNNEEE TRN
E¥EE  SASERKRER
HIEE TGS RERE -

2022 2021
—=E2_— -
RMB’000 RMB’000
AR¥T T ARBTT
Financial assets: SREE
Cash and bank balances — HK$ W& RIRTTER— BT 3,663 2,827
Deposits and other receivables — HK$ 3% M H b R UL ZIE —
BT 100 92
3,763 2,919
Financial liabilities: THEE:
Other payables and accruals — HK$ ~ EfbfERTFUE K EA
BR-AT (2,609) (2,392)
Net exposure [B\fg 558 1,154 527
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37. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(ii) Foreign currency risk (Continued)
Sensitivity analysis
As at 31 December 2022, if RMB had strengthened by
5% against HK$, with all other variables held constant,
post-tax loss for the year and, accumulated losses
would have been approximately RMB55,000 higher
(2021: accumulated losses of RMB25,000 higher), as a
result of foreign exchange loss 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 loss for the year and
accumulated losses 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
consolidated financial statements for the years ended 31
December 2022 and 2021.

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

UJ]U

\

o R R R A T B

SN RLB (48

BRBEDH
F_E::¢+:HE+—
AR B TTHHES% -

ﬁ%ﬁﬁ@“%?“’Jﬁ
N E BB R RFTBEBHEBR
BINESTERNEREERAE
SRS IE KB E Mg MO ARE
55000C( == —%F : Z5t
51838 hn A R #25,0007T) °

MAERBERTE - AR
BRETEXRZERTHRED
HEAEBEABRREBEERRR
SHEREAR EXAIRERE
BEMERARZZE -

ﬁﬁfﬁfﬁﬁﬁ’]ﬁxf&fﬁ“ﬂﬁﬁim BH
EZTFRZFT—F
TZR=+—BILFEEHFEH
MR FT R BURE 9 T FTER
FREMER -

AREB—BHLABAFFEER
INERRR R WRAEHA
BRI
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(iii)

Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause
a financial loss to the Group. The Group’s maximum
exposure to credit risk is the carrying amounts of cash
and bank balance, restricted bank deposit, trade and
loan receivables, deposits paid and other receivables.

For the operation and management of retail stores
and other related businesses, the Group has no
significant concentrations of credit risk. Most of the
sales transactions were settled in cash basis, by credit
card payment or through online payment platforms.
Credit terms are only offered to corporate customers
with whom the Group has an established and ongoing
relationship. Regarding trade receivables arising from
rental income, the Group maintains a defined credit
policy including stringent credit evaluation on and
payment of a rental deposit from tenants. Receivables
are regularly reviewed and closely monitored to minimise
any associated credit risk.

The Group’s trade receivables, deposits paid and
other receivables are actively monitored to avoid
significant concentrations of credit risk. The Group is
not exposed to any significant credit risk from any single
counterparty or any group of counterparties having
similar characteristics. The Group’s bank deposits were
deposited with major financial institutions in Hong Kong
and the PRC, which management believes are of high-
credit-quality without significant credit risk.

180 Jiahua Stores Holdings Limited Annual Report 2022

37. BXEREERAFEFE

(#8)
(iii)

FERER
FERREESRTANRSY
FREZRBES BT AGKE
TEEE  SAKEHRUE
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Notes to the Consolidated Financial Statements (Continued)
e IR (B

For the year ended 31 December 2022
BE-_T-_—F+-A=t+—RHILFE

37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(iii)  Credit risk (Continued)
All of the Group’s trade receivables, deposits paid
and other receivables have no collateral. Details of the
Group’s ECLs assessments are as follows:

(a) Trade receivables

The Group applies the simplified approach in
providing for ECLs as prescribed by HKFRS 9,
which requires the use of the lifetime expected
loss provision for all trade receivables. The Group
always measures the loss allowance for trade
receivables at an amount equal to lifetime ECLs.
The ECLs on trade receivables are estimated
by reference to past default experience of the
debtor and current market condition in relation
to each debtor’s exposure. The ECLs also
incorporates forward-looking information with
reference to general macroeconomic conditions
that may affect the ability of the debtors to
settle receivables. To measure the ECLs, trade
receivables have been grouped based on share
credit risk characteristics.

No provision for impairment loss for these trade
receivables (including rental income receivables)
were made at 31 December 2022 and 2021 as
the financial assets were considered to be of low
credit risk and the ECLs of these financial assets
was immaterial.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2022
HE_Z-_—_F+-_A=+—HIFE

37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(iii)  Credit risk (Continued)
(b) Deposits and other receivables

The Group determines ECLs for deposits and
other receivables based on 12-month ECLs
which take into account the historical default
experiences and forward-looking information, as
appropriate, for example, the Group considers
the consistently low historical default rates of
counterparties. It is concluded that credit risk
inherent in the Group’s outstanding deposits
paid and other receivables are insignificant.
The Group has assessed that the deposits paid
and other receivables do not have a significant
increase in credit risk since initial recognition and
risk of default is insignificant, therefore, the ECLs
for those deposits paid and other receivables
were immaterial under the 12-month ECLs
method. No loss allowance for the deposits paid
and other receivables were recognised for the
years ended 31 December 2022 and 2021.

(c) Loan receivables

The Group’s exposure to credit risk mainly
arises from loan receivables from financing
services business. As at 31 December 2022,
the loan receivables, in aggregate, contributed
approximately RMB33,686,000 or 63% (2021:
RMB39,230,000 or 75%) to the Group’s total
trade and loan receivables.
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Notes to the Consolidated Financial Statements (Continued)
ARE SRR (8)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(iii)  Credit risk (Continued)

(©)

Loan receivables (Continued)

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

The Group applies HKFRS 9 to measure
ECLs which uses a 12-month ECLs for loan
receivables. To measure the ECLs, loan
receivables have been grouped based on shared
credit risk characteristics. The internal credit risk
ratings are based on qualitative (such as debtors’
operating conditions, financial positions, external
rating of customers, etc.) and quantitative factors
(mainly includes past due information of the loan
receivables).

The measurement of ECLs is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
by referencing the external data adjusted by
macroeconomic factors and forward-looking
information.

The credit policies have been followed by the
Group throughout the year and are considered
to be effective.

37. BXEREERLAFEFE

(%)

(i) EERREE)

(©)

EEREERERAF]

&R (&)
RERERME @ A&
BB R AR TE PR A HE A

AEERSERNER
AREEERSL - A%
B & kR & 5 A
1) AR 2 HL B W B K
BRANRR

REBERE BV R
EHERFEOGR - HEUK
BEXER+_EAEH
ZEEE - ArTE7EH
ZEEE  BREXRE
R £ R AR SR
o o MERE AR kT
BUAE M (A EF AR
AR, BFRS AR -
EENBIARE) ME
ERE(EZRERERK

\

+\

FFEEHEEERIE
EBOBE  BUBERE
R (B QB R
RE) FE KRB K
e FHEEOMERRE
MR RIZEIAINEDRL
EERE MR E R

B -
ERRRERT —HH

AEEGR  BRER
BR -

e S 183



Notes to the Consolidated Financial Statements (Continued)
AREBITEIRARMIEE ()

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

37. FINANCIAL RISK MANAGEMENT AND FAIR 37. B EMREEBERAFEIE
VALUE MEASUREMENTS (Continued) (#&)
(i)  Credit risk (Continued) (i) EERKEGE)

(c)  Loan receivables (Continued) () REWERKGE)
Movement in the loss allowance account in FRN - EREREER
respect of loan receivables during the year is as HERRE BN T ¢
follows:

12-month ECLs

+=M@A

Loss allowances EriaRE FHHEEEE
RMB’000

ARBTT

As at 1 January 2021 RZZE=-——F—HF—H 2,076
Amount reversed FOBHEE (2,076)

At 31 December 2021 HW-E-_—F#+=-A=+—H
and 1 January 2022 R=ZB-_—%—-—F—H =
Impairment loss recognised ERRBERE 881
At 31 December 2022 HN=—B-——_%+—-H=+—H 881
(iv) Interest rate risk (iv) FIZEEE

Interest rate risk relates to the risk that the fair value MERBREESRTIANATF

or cash flows of a financial instrument will fluctuate BB REFBERTSFE

because of changes in market interest rates. FEhmE R ERRE o

The Group’s interest rate risk arises primarily from AEBEZAERBEEZRER

bank balances, borrowings, loan receivables and TH% - BE  BREFEHR

lease liabilities. The bank balances and borrowings are EaE - BOEBRREERE
at variable interest rates which expose the Group to BRERFE  SAEBEHRE
cash flow interest rate risk. The loan receivables and EmEMERERR - BRER KR

lease liabilities are at fixed interest rates which expose HEABRRETHEFE 2

the Group to fair value interest rate risk. Other than AEEEE N FENERRE

the concentration of interest rate risk related to the BERBITHEREREFR LA

movements in the 5-year loan primer rate issued by the MHE5F BERTISHREF X

National Inter-bank Funding Centre, the Group has no gEERNERBEPRI - K

significant concentration of interest rate risk. SEWEBANEREREF

The Group has not used any derivative contracts to AEEVEKBAERITELR

hedge its exposure to interest rate risk. The Group has AHEREERENFIRRER o

not formulated a policy to manage the interest rate risk. AEEN R ERAER

HIBUR o
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

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

(iv)

Interest rate risk (Continued)

Management monitors the related interest exposure
closely to ensure the interest rate risks are maintained
at an acceptable level. The level of mismatch of interest
rate repricing that may be undertaken is monitored
closely.

Management considers the Group’s exposure to fair
value interest rate risk is not significant due to the short-
term maturities of these instruments.

Management considers the Group’s exposure to cash
flow interest rate risk is not significant due to the deposit
rates in Hong Kong and the PRC and the loan prime rate
in the PRC are expected to remain stable by reference
to the historical data.

Sensitivity analysis

No sensitivity analysis has been presented for the
exposure to interest rates for bank balances as the
management of the Group considers that, taking into
account that the fluctuation in interest rates on bank
balances is minimal, the impact of the Group’s loss for
the year and accumulated losses is insignificant.

For borrowings, the analysis is prepared assuming
variable-rate borrowings outstanding at the end of the
reporting period were outstanding for the whole year.

If interest rates had been 25 basis points (2021: 25 basis
points) higher/lower and all other variables were held
constant, the Group’s loss for the year and accumulated
losses would increase/decrease by approximately
RMB1,394,000 (2021: RMB366,000).
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Notes to the Consolidated Financial Statements (Continued)
ARE BT RARMIE (8)

For the year ended 31 December 2022

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

(v)

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 Group incurred a loss of approximately
RMB107,897,000 for the year ended 31 December
2022, and as of that date, its current liabilities exceed
the current assets by approximately RMB71,583,000,
while the Group had cash and cash equivalents of
approximately RMB66,171,000. These conditions
indicate a material uncertainty exists that may cast
significant doubt on the Group’s ability to continue as a
going concern.

In assessing the appropriateness of the use of the going
concern basis in the preparation of the consolidated
financial statements, the Directors have prepared a cash
flow forecast covering a period up to March 2024. The
Directors have given careful consideration to the future
liquidity and performance of the Group and the Group’s
available sources of financing in assessing whether
the Group will have sufficient financial resources to
continue as a going concem. The plans and measures
summarised in note 2(b) to the consolidated financial
statements have been undertaken to mitigate the
liquidity pressure to improve the financial position of the
Group.

The liquidity policies have been followed by the Group
since prior years and are considered to have been
effective in managing liquidity risks.
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Notes to the Consolidated Financial Statements (Continued)
AREBITEIRRMIEE (48)

For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

37.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(v)

Liquidity risk (Continued)

Analysed below is the Group’s remaining contractual
maturities for its non-derivative as at 31 December
2022 and 2021. When the creditor has a choice of
when the liability is settled, the liability is included on
the basis of the earliest date on when the Group can be
required to pay. Where the settlement of the liability is in
instalments, each instalment is allocated to the earliest
period in which the Group is committed to pay.

37.
(%)
v)

HERREERAFEFE

nBESRE(E)

INTOMABREER T ==
FR-ZE-_—F+_A=+—
BHIESTEIEE M HRE B8
B o (e fERE A RRIEE
BEMNKE BaEERASE
BRI ESKERNET A ERK
Ro-maEsBER  SS

HNRDEEAREBAGEEN
M ERFHIE o

Total  Repayable
contractual within1 ~ Over1year  Over2years
Camying  undiscounted yearoron  butlessthan  but less than VERGEN
amount  cash flows demand 2 years 5 years 5years
AHRER —ERg —EHE MEUL

BEE ROREAE ZARIREER EORWE BENE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETL  ARETR ARBTT

At 31 December 2022 A= _F+-A=1-A
Trade payables EREZER 54,029 54,029 54,029 - - -

Deposits received, other BliRe - EHERTER

payables and accruals JE:HER 90,896 90,89 90,896 e e e
Amount due to a director Efi—2EE3 59 5 59 e s e
Lease liahilties EER 417,648 537,040 89,790 91,486 232,079 123,685
Borrowings ffE 157,176 217,343 12923 12,676 37,390 154,354
Total @ 719,808 899,367 247,697 104,162 269,469 278,039

At 31 December 2021 RZE--F1t-A=1-H
Tradle payables ERESER 66,808 6,808 66,808 - - -

Deposits received, other Bl - RbRNER

payables and accruals EirBH 101,864 101,864 101,864 = = 5
Amount due to a director Ef-2225% 59 59 59 - - -
Lease liabiites HERE 473,476 626,115 80,794 88,932 266,643 180,746
Borrowings &5 93413 134,841 7,880 7,69 24,853 94432
Total @t 735,620 929,687 266,385 96,628 29149 215,178

The Group considers expected cash flows from financial
assets in assessing and managing liquidity risk, in
particular, its cash resources and other liquid assets
that readily generate cash. The Group’s existing cash
resources and other liquid assets significantly exceed
the cash outflow requirements.
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For the year ended 31 December 2022

38.

188

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 2022 amounted to approximately RMB131,409,000
(2021: RMB239,306,000), in which management considers as
optimal having considered the projected capital expenditures
and the projected strategic investment opportunities.
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For the year ended 31 December 2022

HE_Z-_—_F+-_A=+—HIFE

38. CAPITAL MANAGEMENT (Continued) 38. EXEHE(E)
The Group monitors capital on the basis of the gearing ratio. AEENEAGBHERABELEERE
This ratio is calculated as net debt divided by capital. Net & o RIEENFEBRBRANESFTES
debt is calculated as total borrowings (including “current and o FEBUEERE(BIERETE
non-current bank loans and lease liabilities” as shown in the KRR FTRI BNER R IE BRI TE R
consolidated statement of financial position) less total cash HEAEBRSEE(BESRETTH
(including “cash and cash equivalents” and “restricted bank MARFIRIERE MRS EEY | KRR
deposits” as shown in the consolidated statement of financial FIERITHE R DT ER L - B UEKE
position). Capital is calculated as “equity” as shown in the MR RFI T s FTESY -
consolidated statement of financial position. The gearing ratios RZE-_—FR-_TFE-_—F+_-8
at 31 December 2022 and 2021 were as follows: =+t—HOEXREBLERAT :

2022 2021

—=E_— -

RMB’000 RMB’000

AR¥T T ARET T

Borrowings BE 157,176 93,413
Lease liabilities HEAE 417,648 473,476
Less: Cash and cash equivalents B REMREEEY (66,171) (26,113)
Restricted bank deposit SRR BRI TIF R (2,000) (2,000)
Net debt &% 506,653 538,776

Total equity R 4ERR 131,409 239,306

Gearing ratio BEXRBELE 3.86 timesfZ 2.25 timesf&

39. APPROVAL OF THE CONSOLIDATED 39. #tETIRGESHMBERE

FINANCIAL STATEMENTS

The consolidated financial statements for the year ended 31
December 2022 were approved for issue by the Directors on
29 March 2023.

EEREERERAR

HE_Z-_—"F+-_A=+—HL*F
ERGAEMERREEEN _T =
F=Z/ -+ hBEHETIEE -
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)

PARTICULARS OF PROPERTIES
e

INVESTMENT PROPERTIES REW=
Attributable
interest of
Location Tenure the Group
2 ; FHE TEBELERE
1/F, 2/F, 3/F and 4/F partial, Commercial premises for Medium term lease 100%
Jiahua Ming Yuan rental

No. 2146 Xinhu Road

Baoan Central District

Shenzhen

The PRC

A [SEJustic! R HRTE A
Zellin]

ELHNE

AL 2146557

EERD

118 - 21 - BB RAE(HH)
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FIVE-YEAR FINANCIAL SUMMARY

L EHBEBRE

RESULTS

ES

Year ended 31 December

BEt-A=t-HILFE

2018 2019 2021 2022
—T-N\E —T-NF 2 T F —2-C
RMB’000 RMB’000 RMB 000 RMB’000 RMB’000
ARETT ARETT AREFT ARETT ARBT T
Continuing operations BECE R
Revenue WA 710,336 645,329 428,057 434,237 335,272
Cost of inventories sold BERERAR (410,424) (354,233) (207,184) (236,566) (168,004)
209,912 291,096 220,873 197,671 167,268
Other operating income HipgaA 71,509 65,703 73,167 47,199 51,832
Increase/(decrease) in fair value  #REME R TFELI,/
of investment properties OB4) 500 800 (7,500) (10,400) (15,600)
Selling and distribution costs ~ $5& R KA (284,905) (290,102) (250,254) (240,267) (231,177)
Administrative expenses G (49,997) (60,063) (50,226) (45,621) (40,127
Other operating expenses HipZEmY (3,465) (5,455) (131,606) (8,855) (2,266)
(Impairment loss)/reversal ERERRERE),
of impairment on loan RERE
receivables - - (2,076) 2,076 (881)
Finance costs AR - (51,750) (45,905) (42,066) (39,438)
Profit/(loss) before income tax ~ BrFT3EiATE T,/
(B#E) 33,554 (49,771) (193,527 (100,263) (110,389)
Income tax (expense)/credit  FIER(F%),/ KR (9,085) (2,571) (934) 149 2,492
Profit/(loss) from continuing FELEXBIFR
operations for the year #@fl/ (E8) 24,469 (52,342) (194,461) (100,114) (107,897)
Discontinued operation RESI eSS
Profit from discontinued BERIHEEEK 2 ER
operation for the year gl 734 = = = -
Profit/(loss) for the year FREF/(H8) 25,203 (52,342) (194,461) (100,114) (107,897
Profit/(loss) attributable to: T ATIEEET,
(B18)
— Owners of the Company ~KAREBA 25,208 (52,342) (194,461) (100,114) (107,897
Dividends %53 19,505 = = = -
Eamings/(loss) per share FREF/(B8)
- Basic — &K RMBAR ¥ RMBAR RVMBAR® RVMBAR®  RMBAKRM
243 cents?  (5.05)cents?  (18.74) cents??  (9.65) cents  (10.40) cents s
- Diluted -84 RMBAR®  RMBAR®  RVMBAR®  RMBAR®  RMBARM
243 cents?  (5.05)cents?y  (18.74) cents?r  (9.65) cents?  (10.40) cents

BEERARA
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Five-Year Financial Summary (Continued)
hEMBHE (8)

ASSETS AND LIABILITIES BEEREE

As at 31 December
R+=BA=1+-H
2018 2019 2020 2021 2022

“T-N\F “T-NEF “T-ZF ES —E-C
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ARETTL ARETTL ARETL AREBTTT ARET

Total assets BEE 947,752 1,505,579 1,192,134 1,025,351 896,426

Total liabilities BaRE (342,024) (971,698) (852,714) (786,045) (765,017)

Net assets EEFE 605,728 533,881 339,420 239,306 131,409
Note: BEE

The results for year ended 31 December 2022, and the assets and liabilities as at 31 ~BEZF-__F+-A=+—HIEFENFE - UER=
December 2022 have been extracted from the audited consolidated statement of ~E——#TZA=+—AM&AERAED FIfHEE M HR
comprehensive income and audited consolidated statement of financial position as set out < 76 A RF 77 ET8E MK EZARA R E KSR RALHEZ

on page 76 and pages 77 to 78 respectively, of the financial statements. REMBARE -
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