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On behalf of the board (the “Board”) of directors (the
“Directors”) of Zhou Hei Ya International Holdings Company
Limited (the “Company” or “Zhouheiya”), | am pleased to
present the annual report of the Company and its subsidiaries
(the “Group”) for the year ended December 31, 2022.
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Chairman’s Statement
FERE

Dear Shareholders:

On behalf of the board (the “Board”) of directors (the “Directors”) of
Zhou Hei Ya International Holdings Company Limited (the “Company” or
“"Zhouheiya”), | am pleased to present the annual report of the Company
and its subsidiaries (the “Group”) for the year ended December 31, 2022.

The year of 2022 also marks the most difficult year amid the three years
of the COVID-19 pandemic in China. To cope with the nationwide spread
of highly contagious variants of COVID-19, China constantly escalated
relevant control measures in response to the pandemic, and the offline
consumption suffered unprecedented negative impacts. In face of the
resurgence of COVID-19 and complex and evolving political, economic and
social situations as well as the shrinking demand and disrupted supply,
the complexity and uncertainty of, as well as challenges faced by China’s
economic development environment were increasing. By the end of 2022
and with the COVID-19 pandemic lasting for three years, China made
major adjustments to its epidemic prevention and control measures. Under
the new phase of COVID-19 prevention and control, the consumption
environment and order have gradually improved, and the consumption
capacity and willingness of residents have been boosted. As such, China’s
economy was making steady progress and its macro economy remained
generally stable, demonstrating its resilience in development. We believe
that in the future, China will achieve an overall improvement in economic
operations and enhance the quality of its economy, and consumer goods
retail enterprises will also see new development opportunities.

During the past three years, the complex global politics and economic
environment was accompanied by difficulties and challenges, yet all of
our staff forged ahead bravely to seek new opportunities amid the crisis
and make progress under evolving conditions. Riding on the trend, we
have made positive achievements in implementing our business strategies,
providing everlasting strengths for our continuous reform. In the past
year, we launched the 2.0 version of the single-store franchise model,
explored the community store arrangement, proactively launched new
products, made progress and increased profitability under the rejuvenation
of marketing, continued to develop delivery services, live-streaming sales
and other online channels and promoted the omni-channel and diversified
access to consumers, thus continuously reducing cost and increasing
profitability. Therefore, we have established an “root structure” to
support the cross-cycle and sustainable development of the Group, which
laid a foundation for our resilient growth even in special times.

B EAIR

AARRRARBERZERARAR(RAT %A
BRDONER((EEDS((ESEE))  MAEREAR
AMEMBLAR([AEEDBE—"T-_—F+_8
=t+—HILFERS -

T _FHRRBE=FPRERERHAN—F  FRIE
SRHBRZREDTEEIE - EEEETE AR - 4%
THERXZRMABNITE - RIEREBNERS
HEHOBUR  KF HERIENFREE - HETED
BFE - BREERRREEME - BRIERY - TEE
MEF -REZZ-_FK BARBHERSE=
FZRIRTEREL - BEERIGHIEEA A
B OHBRER OHBEURFRFIZESNE  BERHEER
N HBERBIES  BARERTAL  ZEL
BARMRIZE  BRIMEER - BABEREK - $
BB ETEASERIEYERESIRT  HER
TELROIPRE RIS -

BEN=F  RIRPOA - KBERFHBEGER - WA
ZRAN  ERRARBANSAT - HAREHET
B NERTRME  BRAT REMmR - &
BEBGEEE LBUS TREEBR - REMSERESRE
RETTENBHRR - EBE—FP 0 RFELE
JEASEF2.01REY - BRI EEMD - AR R
i RERCEHEBHBBIER - RIINE - BERE
MERE  UEREVAZTIEEHEESL - THE
HEFEAIBI - AR ERESEREFUAY - EX
EENERBIMRR]  EFARKH T H2RHIHAET)
MR BRI S

BERBERZERERAR
2022 &



Chairman’s Statement E[E3RE

“Change” is the key word for 2022. To cope with the changing
market environment and to seek new growth points remained a long-
term challenge for consumer goods retail enterprises. In the context of
complicated external conditions, we have taken flexible measures in terms
of the store structure, omni-channel access to consumers and supply
chain capabilities. To deal with the impact of the COVID-19 pandemic
in 2022, we launched the “low-cost and flexible” stores with lower
investment, helping our franchisees reduce their initial investment costs
and increase investment efficiency. As of the end of 2022, we had a
total of over 3,400 stores. In terms of store structure, we sped up the
expansion of community stores and penetrated into lower-tier markets to
enhance the overall business resistance against risks. In terms of channels,
we proactively adapted to changes, promoted the diversified access to
consumers, focused on consumer needs and empowered the omni-
channel development of our brands. In terms of the supply chain, we
upgraded the “OCM" (the Operating Cost Management) mechanism and
optimized procurement strategies to have strategic reserves. In response
to risks and opportunities arising from the changes of market, we
adjusted our product portfolios and promotion plans to effectively relieve
the pressure caused by rising raw material costs, continuing to reduce
costs and increase profitability.

Innovation is the core of sustainable growth of an enterprise and also the
key to driving its future development. “Sweet and spicy” is the unique
label and signature of our braised products, and our flavored duck
products are attractive to a large number of consumers. Over the years,
we continued to upgrade our techniques while maintaining high product
quality and expanded our main businesses in line with the strategy of
“diversified products”. Currently, we continue to strengthen the strategy
of diversified products and also develop other products in multiple
specialized categories, with a view to catering to consumers with more
surprises. In addition to duck products, we also integrated our resources
to successfully develop crayfish balls, a new generation of popular
products, and created a new segmented category of “eating crayfish with
one hand” through new marketing, new taste, new approach and new
packaging in 2022, leading to a sustained sales growth of crayfish balls.
We believe that brand is an intangible asset of an enterprise. In addition
to focusing on product innovation, following the current trends is also
critical for a brand to keep renewing. In the first half of 2022, the Group
invited a national brand spokesperson for the first time, which successfully
drew the attention of the new generation and stimulated their purchase.
Meanwhile, we established the “content marketing center” and formed
a content marketing matrix of Douyin (£l%), Xiaohongshu (/NI ),
Weibo (#41%) and WeiXin (#%12), which effectively reached our core
consumer base, expanded the breadth and depth of consumer outreach
on these platforms and enhanced the exposure and influence of our
brand. Relying on the synergy effect of the holistic coordinations from
products to marketing, establishment of emerging channels and the
marketing strategy of rejuvenation, the Group has successfully achieved
“rejuvenation” and highlighted its long-lasting trajectory of resilient
growth.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Chairman’s Statement E[E3RE

The Group always believed that excellent organizational capacity is the
cornerstone of corporate development and the key to fully unleash the
efficacy of development. In 2022, we continued to add highly professional
talents in order to constantly empower our working level employees.
In response to different needs of the management and working level
employees, we adopted several innovative trainings to improve the
management thinking, the efficacy of organizational management and
the cohesion of the organization. In 2022, we continued to increase the
number of grantees and expand the scope of equity incentives and provide
equity incentive scheme to more excellent employees, thus invigorating
the enthusiasm of employees and ensuring the sustainable development
of the organization. We believe that the organizational strength is like
the “muscle” of an enterprise. Only when the organizational capacity is
significantly enhanced can the Group steadily increase profitability and
achieve greater improvements in quality and profitability.

The hard year of 2022 has passed. Going into 2023, despite a
complex and severe external environment and the rising stagflation
risk in the global economy, as well as the not-so-secure foundation for
Chinese economic recovery, yet with the new adjustments to China’s
COVID-19 pandemic prevention and control measures, the normal
order of production and living has been restored, the confidence in the
industry and the vitality of market have been effectively improved, the
consumption ability and willingness of consumers has picked up, and the
consumption market is expected to gradually recover. Meanwhile, we
believe that the braised products industry, as an important component of
the consumer goods industry, is also expected to see a golden period for
rapid development.
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Chairman’s Statement E[E3RE

Embarking on a new journey, only through unremitting efforts can we live
up to the responsibility of our time. The year of 2023 will be challenging,
and all walks of life should forge ahead to seek progress and regain
confidence. In 2023, we will make more concerted efforts to implement
our values of “being open-minded, pragmatic, honest and trustworthy”,
and capitalize on opportunities from the economic recovery to ensure
high-quality development against the uncertain external environment.
Through promoting the dual-drive mode of “self-operation + franchise”,
the expansion of stores and prioritizing the optimization of brand
rejuvenation, we will continue to make innovative efforts in new products
and new tastes to bring a tasteful life for consumers. In the meantime,
we will also adhere to the strategy of omni-channel access to consumers,
constantly improve our organization and management system, and drive
the high-quality and sustainable development of the Group, with a view
to becoming a benchmark of the industry and opening a new chapter in
the future.

"Good honing gives a sharp edge to a sword, and bitter cold adds
fragrance to plum blossoms”. The year of 2022 was of extraordinary
significance to us. Despite an evershifting external environment in
2022, we have been keeping our feet on the ground and overcoming
the challenges, maintaining a stable operation against all odds in line
with our established strategic goals and relying on our core capabilities.
Today, we are striding forward at a stable pace toward our great vision
of “being a delicious food creator to the world”. All good principles
should be adapted to changing times to remain relevant. Despite the
many challenges in 2023, the winter will soften into spring. We will work
together in the pioneering spirit to build up strengths for sustainable
development. As our daily life returns to normal, our work to “make life
delicious” will be more meaningful to meet the aspiration of the people
for a better life. Finally, on behalf of the Board, | would like to express my
sincere gratitude for your consistent support and help to Zhouheiya. In
2023, we firmly believe that all of our staff will work together in line with
the values of “being open-minded, pragmatic, honest and trustworthy”
to reap what we sow, achieve leapfrog development, and usher in a more
promising future!

ZHOU Fuyu
Chairman

Hong Kong, March 31, 2023
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Business Review and Outlook

RN RE

Due to the unfavorable external environment, the consumer goods industry was even more severely
impacted by the shortage of raw materials, decreases in or temporary suspensions of production and
decreases or changes in consumer demands in 2022. Meanwhile, the advantages associated with online
traffic gradually decreased, which affected the traditional e-commerce business. The Internet-based new
economy forms became diversified, and the online emerging channels attracted more attention. The
complex and fluid external environment brought great pressure and new opportunities to the consumer
goods industry.
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Business Review and Outlook

EFREKREE

MARKET OVERVIEW

Looking back to 2022, turmoil in the global security and economic
situation rapidly increased international energy prices and grain prices,
leading to an increase in the costs of raw materials. Economies around the
world were disturbed by the rapidly rising inflation. Meanwhile, with the
more rapid spread of Omicron, a COVID-19 variant, in China, the periodic
outbreak of COVID-19 cases resulted in a continuous decline in offline
consumer traffic, weakening people’s consumption willingness and ability,
posing a greater challenge to enterprises in terms of production and
operation.

Due to the unfavorable external environment, the consumer goods
industry was even more severely impacted by the shortage of raw
materials, decreases in or temporary suspensions of production and
decreases or changes in consumer demands in 2022. On the one hand,
there was a continuous increase in uncertainties in relation to the periodic
resurgence of the COVID-19 pandemic, and the “pains” of the temporary
halt of the market became the “new normal” in the consumer goods
industry. On the other hand, the periodic resurgence of the COVID-19
pandemic caused disruptions in the supply chain, leading to a significant
increase in the prices of raw materials and significant pressure on the
operating costs of enterprises. Meanwhile, the advantages associated
with online traffic gradually decreased, which affected the traditional
e-commerce business. The Internet-based new economy forms became
diversified, and the online emerging channels attracted more attention.
The complex and fluid external environment brought great pressure
and new opportunities to the consumer goods industry. Within the new
economic environment, consumer demands changed significantly, with
more attention to products with cost performance, function or value
innovation. Meanwhile, with the continuous development of urban
agglomeration, the new consumption potential in communities and cities
below the third tier was emerging and would be released more rapidly.

Under the new consumption structure, enterprises in the food industry
need to continuously innovate themselves, take the initiative to adapt
to new consumption demands, pay attention to improving interaction
and connection with consumers, accelerate the process of digital
transformation of enterprises, continuously improve the online and
offline omni-channel operating capabilities, make full use of emerging
channels to reach young customers, and realize the integration of online
recommendation and offline experience. Meanwhile, it will become a
new trend for food brands to focus on brand image building, showcase
brand attributes in a younger and more interesting manner, and enhance
the popularity of new products and categories. Focusing on consumers’
needs, providing consumers with safe and high-quality delicious products
and creating emotional resonance and connection with consumers will be
the key to the sustainable high-quality growth of food brands.

Zhou Hei Ya International Holdings Company Limited
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Business Review and Outlook 7 CIEE N B2

OVERALL BUSINESS AND FINANCIAL PERFORMANCE
Expansion and Optimization of Retail Store Network

In 2022, the Group further strengthened its expansion of offline stores in
new markets and its penetration into mature markets. As of December
31, 2022, the Group had a total of 3,429 retail stores, including 1,446
self-operated retail stores and 1,983 franchised stores, covering 319 cities
in 28 provinces, autonomous regions and municipalities in China.

The table below sets forth a breakdown of the number of self-operated
and franchised retail stores by geographic location and the revenue

contribution for the years indicated:

Number of Retail Stores

BEEKRIKERE

FIIE R &R REFEL

TR F  AKEE-SINRGE TR ET TS
HEREKKATENEE BHE_E-__F+=-A
=+—H  AEBEMEREES2H  EFaEn
J5 1,446 - FRFAEEPIIE1,983/H - BETBI28(E
- BARREETAR3I9ESNT

TREFRFIRFERMIBLE 258 B ST
EPYERE R E R -
FMESE

Year Ended December 31,
BE+-A=+—HLEE

2022 2021
—E- —EFE-—F
# % # %
B8 EgE|
Central China® R 1,553 45.3 1,231 443
Southern China® FEFO 584 17.0 522 18.8
Eastern China® FERO 454 13.2 366 13.2
Northern China® FEAp@ 490 14.3 401 14.4
Western China® PO 348 10.2 261 9.3
Total “aEt 3,429 100.0 2,781 100.0
BERBERZERERA A
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Revenue ez
—_—
Year Ended December 31,
BE+-A=+—-HLEE
2022 2021
—EB-—F T
RMB’'000 % RMB’000 %
ARETT ARBTT
Central China® RO 971,709 52.6 1,242,096 55.6
Southern China® FEFH@ 341,493 18.5 403,319 18.0
Eastern China® FEHO 211,572 11.4 235,507 10.5
Northern China® FEAp@ 187,204 10.1 212,984 9.5
Western China® FEFO 136,280 7.4 140,953 6.4
Total 45T 1,848,258 100.0 2,234,859 100.0

(1) Comprises Hubei Province, Hunan Province, Henan Province, Jiangxi Province,
Anhui Province and Shanxi Province.

(2)  Comprises Guangdong Province, Fujian Province and Hainan Province.

(3)  Comprises Shanghai, Jiangsu Province and Zhejiang Province.

(4)  Comprises Beijing, Tianjin, Inner Mongolia Autonomous Region, Liaoning
Province, Hebei Province, Shandong Province, Gansu Province, Ningxia Hui
Autonomous Region, and Jilin Province.

(5)  Comprises Chongging, Sichuan Province, Shaanxi Province, Guizhou Province,

Yunnan Province, Qinghai Province and Guangxi Zhuang Autonomous
Region.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Business Review and Outlook 7 CIEE N B2

The table below sets forth a breakdown of the number of self-operated

TREDINFRFERE T ERIIARZT 8 2

and franchised retail stores by city tier and classification for the years — 4FFFACFS/EEE BAAR -
indicated:
Year Ended December 31,
BEt+t-A=1+—HLEFE
2022 2021
—E-—F T4
# % # %
2R #H
First tier —& 628 18.3 554 20.0
New first tier h—# 1,258 36.7 953 342
Second tier & 471 13.7 414 14.9
Third tier =& 545 15.9 446 16.0
Fourth tier sfc 410 12.0 336 12.1
Fifth tier and below ERIAT 117 3.4 78 2.8
Total HBat 3,429 100.0 2,781 100.0
Year Ended December 31,
BEt+t-A=+—HLEFE
2022 2021
—EC-CH& T4
# % # %
£ ¢=] B
Transportation hubs® R iR 178 5.2 214 7.7
Shopping zones, Commercial B~ EEE - i
complexes and Supermarkets 2,099 61.2 1,908 68.6
Communities 1t 792 23.1 325 11.7
Others® Hith@ 360 10.5 334 12.0
Total #Et 3,429 100.0 2,781 100.0

(1) Include stores located in airport and train station.

(2)  Include stores located in metro stations, school campuses, sightseeing points,
bus terminals and service areas.

(1) BEEBSE - NEHE -

) EEBEE - REE - SEE - T8 REEE -
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In 2022, despite the periodic resurgence of the COVID-19 pandemic
and the complex and fluid external market environment, the Group
continuously promoted the “self-operation + franchise” dual-drive model
against industry headwinds. In order to improve the coverage of offline
stores over different consumption scenarios, the Group continuously
explored attractive potential store locations, accelerated its arrangements
for community scenarios, optimized the store structure and enhanced the
risk resistance capability of its offline business. As at December 31, 2022,
the total number of stores of the Group was 3,429. In 2023, the Group
will continue to optimize its retail store structure, aiming to open around
1,000 new retail stores in 2023.

In the challenging market environment, the Group continuously optimized
and upgraded the structure of its offline store network to speed up the
exploration and development of the community scenario. Community
stores have the advantages of high consumption frequency, strong
customer stickiness, low initial investment cost and relatively stable
economic benefits, which help to enhance the overall risk resistance
capability of the stores and lay a solid foundation for the sustainable and
healthy development of the brand and business of Zhou Hei Ya. Following
the success of the community stores pilot projects in Wuhan and some
other cities, the Group launched the “National Community Store Project
(AR — 2B E@IEEE)" in early 2022 with the aim of expanding
the community store model throughout China. As at December 31, 2022,
the Group had a total of 792 community stores, covering 109 cities in
China. In 2022, the sales amount of community store terminals of the
Group in China was approximately RMB430 million. In 2023, the Group
will strive to develop the community market, aiming to have over 1,300
community stores at the end of 2023.

In 2022, the Group launched the Zhou Hei Ya super shopping guide
project to create an information tool linking the Group’s headquarters,
regional business and terminal stores, which systematized store
inspection, employee training and development, marketing promotion
and implementation and improved the efficiency of terminal operation
management, and laid the foundation for the Group’s plan to open
10,000 stores in the future. Meanwhile, in 2022, the Group improved its
single store model, launched “low-cost and flexible” stores with smaller
store area and decreased store opening cost, and implemented various
assistance policies to support its franchisees, to work together with
franchisees to overcome difficulties. In addition, the Group continuously
improved the franchisee development management system, and properly
carried out franchisee management and regular franchisee surveys for
feedback, which was highly recognized by the franchisees.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

ZEICF  MREEREED - INITIBRBIEMRS
BHERT  ARBEEYIEPETHT  HEEE
[EE+FfrcsE | enRaEN - AESETMEY
TREBSENEE  AEETHZRESFEHE
R s EES s BPIEER  BRATET
E¥ENmAkEH BE_T-_—_Ft+_A=1+—
B AEEPEEBCE3SL29R - —T - =45 K&
ERBEELIMIEEE  BERE_S_=F2F &
EEFHFFE1,000R LA °

EEFmENTISRE - AEETHEELARRT
PUSREERAERE  MREESSNERERMNER - 1t&E
EEBHERNS - RS - PUSTBIRERAR
BIE - CEXRBHBTEEED - AARREAPIER
BEMMEREE D - BRARBRENMEBNHERRE
BRET 7TRENEE  c RRERBOMTHEREE
AEGFTEMERITKER  AEBN T —F IR
BT EMFR-—2ETEEEE | BERTREER
RBEREZR -HBE_E-_—_F+-A=+—H &
EEOHEEEEBERTNER - CEE 210915
Me ZTZZF  AEBEZBMEELHEEEOA
R¥A305EL - —T_=F  AEEBAHBEL
EME BRE_S-FFK AEELREAE
Zeh%1,300% °

—EoCF ARERES T ARBERERER 1T
EEEAR  REBEMKHPIENESTIE B

TREKER - BTIRIEE - LHEERRITIENR
Ut BATHRHESEETERE  hAREER
REVBEFT BB FERR - RS - REER T

BLBERE - e[/ EERX] - H/\PIEERE -
PRAKFIERA - WERER T ZIRBIKBORA TSR
XF BIREIRRA R - AR - i A
ERERERSTREREEER - MUFREFER
BERKEHRMRE  SHRETENRER -



Business Review and Outlook 7 CIEE N B2

Diversified Access to Consumers

In 2022, guided by the strategy of covering consumers in all channels and
driven by the four drivers of “consumer operation, product operation,
0O&O business integration and platform resource integration”, the Group
continuously improved its channel arrangements and combination to
achieve precise consumer coverage for multiple scenarios. Revenue from
the Internet O&O business, i.e. the online business and the self-operated
ordering and delivery business, accounted for 32.3% of the Group’s total
revenue in 2022.

With the goal of serving “ubiquitous consumers”, the Group achieved
overall accurate customer reach through building a matrix of long-
distance, short-distance and new retail channels. The Group continuously
optimized the operation of its delivery business chain. On the one hand,
the Group continuously optimized its stores and established a standardized
delivery business operation mechanism for new stores. Meanwhile, the
Group increased its efforts to promote its delivery business. Through
advertising on elevators, subways, bus platforms and other scenarios,
the Group deepened its brand penetration. The Group also actively
cooperated with tea beverage and catering brands at delivery platforms to
enhance brand exposure. On the other hand, the Group strengthened its
cooperation with delivery platforms to take advantage of the resources of
leading platforms. The Group refined its operation for multiple scenarios,
including daily sales, repeat purchases and midnight snacks, for accurate
promotion and reach, and to achieve brand monetization. In 2022, the
sales amount of online ordering and delivery terminals of the Group's
retail stores aggregated to RMB761 million.

To keep up with the market trend, the Group accelerated the expansion
of online emerging channels. In community fresh grocery channel, the
Group actively optimized its arrangements for short-distance retail and
continuously enabled growth through the four core strategies, namely
“consolidation of supply capacity, improvement in resource integration,
upgrading of operating capacity and upgrading of channel strategies”. In
2022, the sales amount (including tax) of the Group’s community fresh
grocery platform reached approximately RMB136 million. In content
e-commerce platforms with a focus on live streaming sales, the Group
continuously explored new opportunities for development, and established
the matrix of three contents, namely “KOL live streaming, brand live
streaming and selective alliance”, to achieve significant enhancement of
brand exposure. In 2022, the sales amount (including tax) of the Group’s
live streaming platform reached approximately RMB109 million. In
addition, the Group further strengthened its arrangements for the Douyin
platform, entering the Douyin “local service” business to strengthen the
cross-market operation. The Group provided comprehensive exposure
for “Douyin Offline Stores” through Douyin short video and KOL live
streaming matrix, thus effectively boosting store sales. Meanwhile,
through the refined operation of social platforms such as WeiXin
groups, mini programs and WeiXin official account, the Group managed
members in depth and create the closed loop of the private domain and
continuously tapped into the value of existing stores, and achieved mutual
complementation and deep integration of online and offline businesses
through online marketing and offline transformation.
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Product Innovation and Brand Marketing

The Group actively followed consumer trends, continuously improved
its product portfolio, expanded product categories, promoted the
rapid growth of key products and actively planned its layout in content
platforms that are popular with young customers, which accelerated its
brand rejuvenation. The unified national marketing and promotion system
with “one voice, one image, one Zhou Hei Ya” and the data-centered
integrated marketing system deepened the brand image and consumer
awareness in a holistic way.

In terms of product innovation, in 2022, in addition to duck products,
through resource integration, the Group successfully developed a series
of signature products, crayfish balls with mainstream flavors (spicy and
garlic paste), addressing the consumer pain point that eating crayfishes
is troublesome, with a focus on “eating crayfish with one hand by easily
sucking out the meat”, thus successfully resonating with consumers while
continuing the strategy of “brand marketing with key products”. This
facilitated the rapid growth of crayfish ball products, with the highest
monthly sales of more than 1 million boxes in 2022. In order to meet the
evolving demands of consumers, the Group kept up with consumption
trends, continuously optimizing and upgrading its product research
and development system. In 2022, the Group expanded its offerings of
crayfish ball products, vegetarian products, spiced products and sweet
chili products and completed the transformation from being “promotion-
driven” to “new product-driven”.

In terms of product marketing, based on the Group's diversified product
strategy and brand rejuvenation strategy, the Group appointed Yang
Chaoyue (5 B#) as its brand spokesperson in China for the first time in
2022 for marketing and promotion with a focus on crayfish ball products,
attracting a large number of fans. Meanwhile, the Group organized
promotional activities during the 2022 FIFA World Cup and cooperated
with KFC again, thus successfully attracting the attention of the new-
generation consumers and stimulating their purchases. In addition,
the Group continued to carry out content publication and promotion
activities around popular products including crayfish balls on platforms
such as Douyin, Xiaohongshu, Weibo and WeiXin which generated wide-
spread consumer interest. The topic of “eating crayfish with one hand”
on Douyin had 390 million views in 2022, and helped the Group to
accumulate hundreds of millions of users as an asset and achieve overall
accurate reach, gradually form synergy and effectively boost sales.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Supply Chain Optimization

In 2022, against the backdrop of high international commodity prices and
high imported inflationary pressures, the prices of major raw materials of
the Company increased, leading to a sharp rise in the pressure in terms of
costs. Against this backdrop, the Group continuously improved its OCM
(operating cost management) mechanism to create a holistic coordination
system for the supply chain, continuously reduced costs and increased
efficiency, to hedge against the impact of the increase in raw material
costs on the gross profit margin.

"Quality improvement, supply assurance, cost reduction and efficiency
enhancement” is the Group's key policy in building a flexible supply chain.
In terms of quality improvement, the Group continuously tightened the
quality control of raw materials, and strengthened the quality monitoring
of production processes through digital and intelligent measures, to
continuously improve product quality. In terms of supply assurance,
the Group continuously optimized its logistics management system and
continuously improved dynamic route planning for warehouse allocation
as well as transportation models by upgrading warehouse allocation
digitization, sorting automation and other systems based on dynamic
management of “main, branch and matching” lines of transportation.
In terms of cost reduction and efficiency enhancement, the Group
continuously optimized the volume-price forecast model based on the risks
and opportunities from market changes, so as to guide more dynamic
and refined purchase decisions; meanwhile, the Group held frequent
and multi-level production, supply and marketing coordination meetings
to adjust the product mix and promotion plans in a timely manner and
continuously optimize its gross profit margin.

In terms of production capacity, the Group continued to make overall
arrangements around the five major processing facilities in China.
At present, the Group has four processing facilities at a cleanroom
classification standard of 100,000-class with high automation in northern,
central, southern and eastern China. The processing facility in Western
China will be put into operation in 2023, and the five major processing
facilities will jointly cover China, which will be sufficient to support the
Group's front-line business needs and help to enable flexible deployment
to improve the efficiency of delivery to stores. In addition, the Group
also realized grid-connected photovoltaic power generation in industrial
parks in Jiangsu and Guangdong, thus becoming a benchmark for green
manufacturing in the industry.
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Organizational Capacity Enhancement

In 2022, the Group continuously improved its organizational system
from the perspectives of organizational governance, capacity and vitality,
continuously stimulated the improvement in organizational motivation
and further solidified its core competitiveness.

In terms of organizational governance, the Group further improved
the group-based strategic control and financial control models, and
continuously promoted the annual strategic review and operation
planning. Meanwhile, the Group carried out the construction of group-
level projectized organizations, and procured that working-level
employees assume the responsibilities of respective departments. The
Group transformed from operation control to business control, thus
significantly improving organizational efficiency and governance.

In terms of organizational capability, the Group optimized and improved
the organizational capability with a focus on the development of the
employment system, professional capability and management capability.
The Group continuously consolidated the capacity of teams at all
levels and improved the organization and management efficiency in
various innovative training forms, based on the different needs of the
management and working-level employees, through the form of “training,
practice and competition”, and starting from leadership enhancement and
developing the strength of mid-level and junior employees. In addition,
the Group upgraded its corporate culture, implemented the philosophy
of “unite as one” and “work as one mind”, and followed the corporate
spirit of sustainability, so as to drive and ensure the sustainable and high-
quality development of the enterprise.

In terms of organizational vitality, the Group continuously implemented
incentive plans to keep motivating its employees. The Group commenced
the employee incentive scheme in 2020 and continuously expanded the
scope of incentives. It granted the third tranche of restricted share units
on March 31, 2022. As at the date of this annual report (i.e. March 31,
2023), the Group granted 208 selected individuals of the Group a total
of 26,099,684 restricted share units with a par value of US$0.000001
per share, and the underlying shares accounted for 1.1% of the issued
shares of the Company. In addition, the Group continuously promoted
the establishment of its performance system, incentive system and honor
system. With organization, team, individual and project performance as
the core, the Group continuously deepened the implementation of the
performance philosophy to improve management efficiency. Meanwhile,
the Group optimized the multi-level competition mechanism, special
incentive schemes and other incentive policies to achieve a multi-
dimensional and full-scale incentive system and continuously motivate the
internal drive of its employees.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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INDUSTRY AND BUSINESS OUTLOOK

The resurgence of the COVID-19 pandemic had a material impact
on the overall economic environment, resulting in a decrease in the
consumption willingness and capacity of consumers, imposing a material
strain on the consumer goods industry. However, with the gradual
recovery of macroeconomic, the publication of various policies to
promote consumption provided a significant confidence boost to market
participants. Consumer consumption is expected to rebound, and trends
in consumption recovery are gradually witnessed. Despite the fluid
international environment and many difficulties in domestic economic
development, China made progress while maintaining stability in the
economy in 2022 and entered a new stage of high-quality development.

The Group expects that there are still uncertainties surrounding the
external environment, which is subject to the changes of various factors
and there remains pressure on consumption growth in the short term.
However, looking forward to 2023, the overall consumer market will
gradually recover amid fluctuations and develop despite difficulties. With
regard to the Group, we have continuously carried out exploration over
the past three years and have identified the direction and strategies for
future sustainable growth and accelerated the flexible development of
each business. Through structural reforms in businesses, stores, products,
etc., as well as continuous optimization of supply chain capabilities and
organizational capabilities, we have built an improved, resilient and long-
term competitive strength to promote our long-term and sustainable
development of enterprises.

In 2023, the Group will:

o gradually expand high-quality stores and accelerate the deployment
of community consumption scenarios;

o make precise deployment of full-range consumption touch points
and reach consumers effectively through all channels;

o optimize the product structure and build a diversified product
innovation system;

e  focus on the integration of the refined management of the supply
chain to reduce costs and increase efficiency, thus resisting external
risks; and

o improve the match between talents and strategies, stimulate
organizational motivation and improve efficiency.
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The following table sets forth the Group’s consolidated statements of
profits or loss and other comprehensive income in absolute amounts and

B2 73 4T

TREGIAEENGEBERELEMEAEAR 8P
2 THRREH B REAKRERKENE D

as a percentage of the Group's total revenue for the periods indicated, thAR -—ZBE-—FEZ T - —FHNEFH(LUED I
together with the change from 2021 and 2022 (expressed in percentages).  7x) ©
Year Ended December 31, Year-
BEt-A=t+-HLEE on-year
2022 2021 Change
—E-cF “Zo—f Glsd-L]
RMB’000 % RMB'000 % %
ARBTR AEETT
Revenue g 2,343,353 100.0 2,869,963 100.0 (18.3)
Cost of sales HEMA (1,053,869) 4500 (1,211,570) (42.2) (13.0)
Gross profit EY| 1,289,484 55.0 1,658,393 57.8 (22.2)
Other income and HiA &

(losses)/gains, net (B8)/ a5 56,617 24 219,627 77 (74.2)
Finance costs HMBER (58,403) (2.5 (60,073) (2.1) 238
Selling and distribution expenses HBERDERY (930,509) (39.7) (1,084,919) (37.9) (14.2)
Administrative expenses THFEY (310,416) (13.2) (309,610) (10.9) 03
Share of profits and losses of associates DEBE R RN EEE 7,958 0.3 27,572 1.0 (71.1)
Profit before tax BRBEATER 54,731 2.3 450,990 15.7 (87.9)
Income tax expense FERIEY (29,448) (13) (108,566) (3.8) (729
Profit for the year FERM 25,283 1.0 342,424 1.9 (92.6)
Other comprehensive (loss)/income RBEBHATEES

that may be reclassified to profit or loss PEEEHENHM

in subsequent periods: 2E(ER) /WA
Exchange differences on translation of foreign &5 &8 &

operations EREE (10,390) (0.4) 6,635 0.2 (256.6)
Net other comprehensive (loss)/income RiEHEmREN

that may be reclassified to profit or loss PEEERNA

in subsequent periods 2E(EB)/ AN FE (10,390) (0.4) 6,635 02 (256.6)
Other comprehensive income/(loss) that BRERGERAER

will not be reclassified to profit or loss PREBRRNEM

in subsequent periods: 2EKA/(H8)

Translation from functional currency to Ay ERREZ 2B

presentation currency EEVERZES 63,097 2.7 (29,351) (1.0 (315.0)
Net other comprehensive income/(loss) BAeRRESREREN

that will not be reclassified to profit or loss NEEERNANZE

in subsequent periods WA/ (B18) 28 63,097 2.7 (29,351) (1.0 (315.0)
OTHER COMPREHENSIVE INCOME/(LOSS) ERHM2ERN

FOR THE YEAR (B8) 52,707 2.3 (22,716) (0.8) (332.0)
TOTAL COMPREHENSIVE INCOME FRZAUAAR

FOR THE YEAR 77,990 33 319,708 "1 (75.6)
Basic and diluted earnings per share EREAREFER

(RMB) (AR%7) 0.01 N/A 0.15 N/A (933)
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Management Discussion and Analysis & 12 & 55w E2 2 1

Revenue

The Group's total revenue decreased by 18.3% from RMB2,870.0 million
for the year ended December 31, 2021 to RMB2,343.4 million for the year
ended December 31, 2022, which was primarily due to the fact that the
COVID-19 pandemic continued in China, and there were several scattered
waves of COVID-19 outbreaks, leading to a decrease in customer flow,
especially a decrease in consumer traffic at transportation hubs, and
temporary closure of many stores.

Cost of Sales

Cost of sales decreased by 13.0% from RMB1,211.6 million for the year
ended December 31, 2021 to RMB1,053.9 million for the year ended
December 31, 2022, which was attributable to the decrease in customer
flow, leading to a decrease in the production and sales of the products
of the Company, resulting in decreases in the costs of raw materials,
supporting utilities, material consumption, transportation and other costs.

Gross Profit and Gross Profit Margin

As a result of the foregoing as well as due to the facts that (i) the prices of
raw materials increased significantly in 2022 as compared with last year, (ii)
the Group's sales decreased while certain fixed costs remained the same,
resulting in an increase in the per-unit cost of the Group’s products, and
(iii) a decrease in the gross profit margin of the Group resulting from the
well performed franchised business accounting for a larger portion of the
total income of the Group in 2022, whose gross profit margin is relatively
lower as compared with that of self-operated retail stores, the Group’s
gross profit decreased by 22.2% from RMB1,658.4 million for the year
ended December 31, 2021 to RMB1,289.5 million for the year ended
December 31, 2022. However, the Group successfully hedged part of
the pressure with its supply chain integration improvement measures. In
the year ended December 31, 2022, the Group’s gross profit margin was
55.0%, as compared to a gross profit margin of 57.8% in the year ended
December 31, 2021.

Other Income and (Losses)/Gains, Net

The Group's other income and (losses)/gains, net decreased by 74.2%
from RMB219.6 million for the year ended December 31, 2021 to
RMB56.6 million for the year ended December 31, 2022. The decrease
was primarily due to (i) a decrease of RMB123.5 million in (loss)/gain on
foreign exchange differences; (ii) a decrease of RMB47.1 million in the
gain from disposal of property and plant; (iii) a decrease of RMB26.6
million in interest income from bank deposits; (iv) a decrease of RMB17.2
million in (loss)/gain on changes in the fair value of the Convertible Bonds;
(v) a decrease of RMB12.6 million in interest income from structured
deposits measured at fair value through profit or loss (or “FVTPL") and
other financial assets measured at FVTPL; and (vi) a decrease of RMB3.4
million in fair value gain/(loss) on structured deposits measured at FVTPL
and other financial assets measured at FVTPL, partially offset by RMB50.9
million in gain from early redemption of the Convertible Bonds and an
increase of RMB27.4 million in government grants.
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Finance Costs

Finance costs decreased by 2.8% from RMB60.1 million for the year
ended December 31, 2021 to RMB58.4 million for the year ended
December 31, 2022, which was mainly attributable to the fact that the
Company redeemed the Convertible Bonds of an aggregate principal
amount of HK$1,056 million in 2022, resulting in a decrease in interest
expense on the Convertible Bonds.

Selling and Distribution Expenses

The Group's selling and distribution expenses decreased by 14.2% from
RMB1,084.9 million for the year ended December 31, 2021 to RMB930.5
million for the year ended December 31, 2022. The decrease was primarily
due to a decrease in the rent for retail stores in 2022 resulting from
the Group's active negotiation on rent reduction during the COVID-19
pandemic, and a decrease in delivery cost expenses in connection with the
decrease in the Group's online sales.

Administrative Expenses

The Group’s administrative expenses increased by 0.3% from RMB309.6
million for the year ended December 31, 2021 to RMB310.4 million
for the year ended December 31, 2022, mainly due to the further
implementation of the Group’s employee incentive plan.

Share of Profits and Losses of Associates

For the year ended December 31, 2022, the Group incurred share of
profits and losses of associates of RMB8.0 million mainly in connection
with the 25% equity interest (29.46% prior to February 2021, diluted
to 27.28% from March to August 2021, and further diluted to 25% in
September 2021) in Shenzhen Tiantu Xingnan Investment Partnership
(Limited Partnership), and the 43.86% equity interest (50.00% prior
to May 2022, diluted to 45.05% in May 2022, and further diluted to
43.86% in October 2022) in Changsha Tiantu Xingzhou Investment
Partnership (Limited Partnership), which were jointly established by the
Group and two subsidiaries of Tian Tu Capital Co., Ltd., resulting from
fair value gains on the associate’s investees and partially offset by the
administration expenses.
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Profit Before Tax

As a result of the foregoing, the Group recorded profit before tax of
RMB54.7 million for the year ended December 31, 2022, decreased by
87.9% from RMB451.0 million for the year ended December 31, 2021.

Income Tax Expense

Income tax expense decreased by 72.9% from RMB108.6 million for the
year ended December 31, 2021 to RMB29.4 million for the year ended
December 31, 2022, as a result of the decreased profit recorded in 2022.

Profit for the Year

As a result of the foregoing, the Group's net profit decreased by 92.6%
from RMB342.4 million for the year ended December 31, 2021 to
RMB25.3 million for the year ended December 31, 2022. The Group’s
net profit margin decreased from 11.9% in the year ended December 31,
2021 to 1.0% in the year ended December 31, 2022.

Exchange Differences on Translation of Foreign
Operations

Exchange differences on translation of foreign operations changed
from other comprehensive loss of RMB22.7 million for the year ended
December 31, 2021 to other comprehensive income of RMB52.7 million
for the year ended December 31, 2022, primarily resulting from foreign
currency exchange differences since some of the Group's overseas entities
use Hong Kong dollar as the reporting currencies.

Total Comprehensive Income for the Year

As a result of the foregoing, the Group’s total comprehensive income for
the year ended December 31, 2022 decreased by 75.6% to RMB78.0
million from RMB319.7 million for the year ended December 31, 2021.
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LIQUIDITY AND CAPITAL RESOURCES

In the year ended December 31, 2022, the Group financed its operations
through cash generated from its business operations, the net proceeds
received from its Initial Public Offering and the exercise of the over-
allotment options on November 30, 2016 (the “IPO") and the net
proceeds from the issuance of convertible bonds due 2025 in the
aggregate principal amount of HK$1,550.0 million, bearing interest at the
rate of 1% per annum (the “2025 Bonds"” or the “Convertible Bonds”).
The Group intends to finance its expansion and business operation by
internal resources and through organic and sustainable growth, as well as
to use the net proceeds received from its IPO and the 2025 Bonds.

In November 2020, the Company completed and executed its offering
of the 2025 Bonds. Please refer to the announcements of the Company
dated October 28, 2020 and November 5, 2020 for more details. The
estimated net proceeds from the issuance of the 2025 Bonds, after
deducting the relevant commissions and other estimated expenses
payable, are approximately HK$1,519.8 million.

In 2022, in accordance with the terms and conditions of the Convertible
Bonds, the Company repurchased by installments Convertible Bonds with
a principal amount of HK$1,056,000,000 in total, representing 68.1%
of the aggregate principal amount of the Convertible Bonds originally
issued. As at the date of this annual report (i.e. March 31, 2023),
the aggregate principal amount of the Convertible Bonds remaining
outstanding is HK$494,000,000, representing 31.9% of the aggregate
principal amount of the Convertible Bonds originally issued. Please refer to
the announcements of the Company dated April 11, July 19, August 24,
December 5, December 12, December 13, December 14 and December
29, 2022 for more details. Please also see “Purchase, Sale or Redemption
of the Company’s Listed Securities” in this annual report.

Capital Structure

As of December 31, 2022, the Group had net assets of approximately
RMB4,088.3 million, as compared to RMB4,210.3 million as of December
31, 2021, primarily comprising non-current assets of RMB2,888.2 million,
current assets of RMB2,843.5 million, current liabilities of RMB914.6
million and non-current liability of RMB728.8 million.

As of December 31, 2021 and 2022, the cash and cash equivalents of the
Group were mainly denominated in Renminbi (“RMB”) and Hong Kong
Dollars (“HK$"), with some denominated in U.S dollars (“USD") and a
small amount in Euro.
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Cash and Bank Balances

As compared with RMB2,101.3 million as of December 31, 2021, the
Group had cash and bank deposits of approximately RMB1,245.2 million
as of December 31, 2022, which consisted of unrestricted cash and
bank balances of approximately RMB210.6 million and term deposits of
approximately RMB1,034.6 million.

Financial Risks

The Group is not subject to significant credit risk and liquidity risk. The
Group had cash at banks denominated in foreign currencies, which
exposed the Group to foreign exchange risk. The Group does not use any
derivative contracts to hedge against its exposure to foreign exchange
risk. The management manages its currency risk by closely monitoring the
movement of the foreign currency rates and will take prudent measures
to minimize the currency translation risk.

Use of Proceeds from the IPO

Net proceeds from the IPO (including the exercise of the over-allotment
options on November 30, 2016), after deducting the underwriting
commission and other estimated expenses in connection with the Global
Offering which the Company received amounted to approximately
HK$2,792.3 million, comprising HK$2,428.1 million raised from the
Global Offering and HK$364.2 million from the issuance of shares
pursuant to the exercise of the over-allotment options, respectively. The
remaining balance of the proceeds from the IPO as of December 31, 2022
was RMB217.1 million.
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The table below sets forth the use of proceeds by the Group as of TXREHIAEEHE_ZE-_—_F+_A=+—HHFF
December 31, 2022: BRIERE
Amount that Amount that
had been was used in Remaining
utilized as of  the year ended balance as of Expected
December 31, December 31, December 31, timeline of
Budget 2021 2022 2022 utilization®
HE-B--F BECSCCF BECRCCF
+=ZB=t-B +ZA=+-B +t+ZA=+-H AHBA
HE EBALE FERRNEE BT TS
RMB million RMB million RMB million RMB million
AR¥EBEER AREEER ARBEER ARKEER
Construction and improvement of B3R kM E LR 1,258.3 1,158.5 99.8 - Used up
processing facilities fEAT
Development of retail network BRPIEES 167.8 160.9 6.9 - Used up
BT
Branding image campaigns, MR EE - 2FF 3943 296.3 98.0 - Used up
including the e-commerce Bk G fEAx
marketing campaigns
Improvement of research and SRR 45.2 45.2 - - Used up
development ik
Acquisition and strategic alliances  UEE R B RE BB 145.2 17.9 - 1273 N/A?
TEmY
Upgrades of information technology ~ FE{E BRI Z4 - B1E 96.2 68.2 15.4 126 Expected to be
systems, including the enterprise TEERREZR used up in
resource planning system two years
BRI EFAT
General replenishment of working ~ FARNMER—REEES 345.2 236.0 320 77.2 Expected to be
capital used up in
two years
BRI EFAT
Total ait 2,452.2 1,983.0 2521 2171
Notes: BsE
(1) Based on the Group's current estimates of its business plans and market (1) RIEAEFEHRIR A XK R R HISRRETHGE

conditions, and subject to change and adjustment.

(2)  The Group expects that the remaining balance will be used in accordance  (2)
with the intended usage in the coming years as indicated but it is not able to

reasonably estimate a detailed timeline of utilization at current stage.

i AEARBRAE -

REETR FIBRER IR R AR R EFIRBREE R
B/ EERRER TSRS ANFARER

As of December 31, 2022, net proceeds not utilized had been deposited RZ-ZE=—=—F+=F=+—H ' KBEHAEHBEE

into short-term deposits and money market instruments, including

structured deposits.
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Use of Proceeds from the 2025 Bonds
The Company completed the offering of the 2025 Bonds in November
2020 and the net proceeds from the issuance of the 2025 Bonds, after
deducting the relevant commissions and other estimated expenses
payable, are approximately HK$1,519.8 million.

The table below sets forth the use of proceeds by the Group as of
December 31, 2022:

Initial Adjusted
budget budget®

NRAEE REEEE
RMB million RMB million

ARBEER AR%EER

—ERCHFESFMAEHRRAE

ARBRR_Z_EF+ AR _ZT_AFEFE
17 AR - RFEFBITAFREFR(HIEA
AR REMEEMNERR)OR1,519.888ET

TR AERBE T —_—F+_A=1+—HHMR
BRERE -

Amountthat  Amount that

hadbeen  was used in Remaining
utilized as of the year ended  balance as of Expected
December 31, December 31, December 31, timeline of
2021 2022 2022 utilization®
HE-BC-C-F
BE-2--% +ZA=t-H HE-%--F
+=A=t-AH LEE +=A=t+-H REEHA
BE LA ik BT &R B

RMB million RMB million RMB million
AR¥BEER AR¥BEERT AR%EER

Further penetration in existing  E—FRARE 1,1334 3254 267.5 115 46.4 Expected to be
markets and explore new THTENR used up in
business opportunities RRAEH two years

B AR2E
fEAT

Enhancement of product RAEREH R 60.0 17.2 - - 172 Expected to be
innovation, research and ) used up in
development capabilities two years

B ARRE
fEAx

Working capital and for general £E& % 2 50.0 143 - - 143 Expected to be
corporate purposes —RARRRE used up in

two years
BRtAR2F
fEAw

Total a3t 1,243.4 356.9 267.5 11.5 71.9

Notes: B

(1) The adjustment to budget was due to the Company’s partial repurchase of
the 2025 Bonds in 2022. For details of the partial repurchase of 2025 Bonds,
please refer to the section headed “Purchase, Sale or Redemption of the
Company'’s Listed Securities” of this annual report.

(2) Based on the Group's current estimates of its business plans and market
conditions, and subject to change and adjustment.

As of December 31, 2022, net proceeds not utilized had been deposited
into short-term deposits and money market instruments.
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Indebtedness

As of December 31, 2022, the Group had an aggregate bank borrowings
of RMB160 million, all of which will be due within one year. Such
outstanding bank borrowings bear fix interest rates and are denominated
in Renminbi.

The Group uses the gearing ratio (gearing ratio = total liabilities/total assets)
to monitor its capital structure. The Group’s gearing ratio decreased from
36.6% as of December 31, 2021 to 28.7% as of December 31, 2022,
which was primarily due to the repurchase of the Convertible Bonds with
a principal of amount HK$1,056 million in 2022.

Pledged Assets

The Group did not pledge any of its assets as of December 31, 2021.
As of December 31, 2022, the Group had pledged bank deposits of
RMB100 million, which were pledged as securities for the short-term bank
borrowings of RMB100 million.

Cash Flows

For the year ended December 31, 2022, net cash generated from
operating activities decreased to approximately RMB467.6 million from
RMB539.8 million for the year ended December 31, 2021, which was
mainly attributable to profit before tax of RMB54.7 million, adjusted for
certain non-cash items and profit before tax from non-operating activities
such as depreciation of fixed assets, depreciation and amortization
of right-of-use assets and land use rights, interest income from bank
deposits and interest income from structured deposits. Additional factors
that affected net cash generated from operating activities included:
(i) a decrease in profit before tax of RMB396.3 million, while income
tax paid decreased by RMB25.9 million; (ii) a decrease in inventory of
RMB41.2 million mainly due to decreased production activities and precise
purchasing decisions; (iii) a decrease in other payables and accruals of
RMB58.4 million; (iv) an increase in trade payables of RMB29.5 million;
and (v) a decrease in trade receivables of RMB11.6 million.

For the year ended December 31, 2022, net cash generated from
investing activities was approximately RMB1,044.4 million, compared with
net cash used in investing activities of RMB57.6 million for the year ended
December 31, 2021, which was mainly attributable to (i) purchases of
structured deposits and other financial assets at fair value through profit
or loss in the aggregate amount of RMB4,389.3 million, (ii) purchase
of items of property, plant and equipment and intangible assets in the
aggregate amount of RMB160.4 million, partially offset by (i) redemption
of structured deposits and other financial assets measured at FVTPL in the
aggregate amount of RMB4,476.8 million, (ii) a decrease of term deposits
of maturity over three months of RMB1,090.6 million; and (iii) interest
from structured deposits and other financial assets measured as fair value
through profit or loss of RMB33.4 million.
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For the year ended December 31, 2022, net cash used in financing
activities was approximately RMB1,318.3 million, compared with
RMB470.1 million for the year ended December 31, 2021, which was
mainly attributable to (i) dividends paid in the amount of RMB236.3
million in 2022; (ii) repurchase of Convertible Bonds RMB886.5 million;
and (jii) lease rental payments of RMB200.0 million.

Structured Deposits and Other Financial Assets Measured
at FVTPL

The Group from time to time invests in asset management products,
primarily structured deposits and other financial assets measured at
FVTPL, in order to better facilitate its cash management. Structured
deposits were principal-protected products which typically had a fixed
short term and may be redeemed upon at their respective expiry dates.
The Group’s other financial assets measured at FVTPL were mainly
investments in equity funds, which generally are not principal-protected
nor return-guaranteed. Such investments also typically have a fixed short
term and are relatively low risk in nature. As of December 31, 2022, the
Group had a balance of structured deposits and other financial assets
measured at FVTPL in the amount of approximately RMB1,144.7 million.
Up to the date of this annual report (i.e. March 31, 2023), approximately
RMB416.5 million out of the RMB1,144.7 million had been settled and
redeemed upon their maturity with the remaining not yet fallen due. The
underlying investments of the structured deposits were primarily short-
term sovereign bonds, financial bonds and central bank bills, and other
investment products issued by commercial banks in the inter-bank market
in China, which were very liquid with a relatively short term of maturity,
and which were considered akin to placing deposits with banks whilst
enabling the Group to earn a relatively higher rate of return. In the year
ended December 31, 2022, interest income from structured deposits and
other financial assets measured at FVTPL amounted to RMB33.4 million, as
compared to approximately RMB46.0 million in the year ended December
31, 2021.

The Group has implemented capital and investment policies to monitor
and control the risks relating to its investment activities. The Group may
only make investments in asset management products when it has surplus
cash. The Group is only entitled to invest in low-risk products issued by
qualified commercial banks or other financial institutions, and investments
should be non-speculative in nature. The Group’s capital and investment
policies also specify the criteria for selecting investments to be considered
and the detailed review procedures each proposed investment shall go
through.
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In view of an upside of earning a relatively higher return than current
saving or fixed deposit rate, as well as the principal-protected nature
and a relatively short term of maturity of the structured deposits, the
Directors are of the view that the structured deposits pose little risk to the
Group and the terms and conditions of each of the structured deposits
are fair and reasonable and are in the interests of the Company and its
shareholders as a whole.

Capital Expenditure

The Group's capital expenditures amounted to RMB160.4 million as of
December 31, 2022, mainly in connection with the establishment and
improvement of processing facilities. The Group financed its capital
expenditures primarily with cash generated from business operations and
the net proceeds from the IPO.

Contingent Liabilities and Guarantees
As of December 31, 2022, the Group did not have any significant
unrecorded contingent liabilities, guarantees or any litigation against it.

Major Investments

Between January 28, 2022 and August 12, 2022, the Company had
subscribed for wealth management and structured deposit financial
products offered by, amongst others, Industrial Bank Co., Ltd. (“Industrial
Bank") and China Everbright Bank Company Limited (“China Everbright
Bank"). During such period, the Company subscribed from Industrial Bank
wealth management and structured deposit financial products with an
aggregated principal amount of RMB718,748,000 with expected annual
return rates ranging from 2.37% to 4.19%, and subscribed from China
Everbright Bank wealth management and structured deposit financial
products with an aggregated principal amount of RMB1,135,373,104
with expected annual return rates ranging from 2.20% to 4.00% (the
“Subscriptions”). Each of the wealth management and structured
deposit financial products is characterized by its nature of convenient
trading with satisfactory liquidity, and the Subscriptions were for treasury
management purpose in order to maximize the return on the surplus cash
received from the Group’s business operations. The Company expects that
the wealth management and structured deposit financial products will
earn a better yield than demand deposits generally offered by commercial
banks in the PRC while at the same time offer flexibility to the Group in
terms of treasury management. For details, please refer to the Company’s
announcement dated September 2, 2022. As of the date of this annual
report (i.e. March 31, 2023), the aggregated outstanding principal
amount of the Group’s wealth management products and structured
deposit financial products subscribed from Industrial Bank and China
Everbright Bank was RMB50 million and RMB40 million, respectively.
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Other than the Subscriptions disclosed above, the Group did not conduct
any material investment, acquisition or disposal in 2022 and in the period
from December 31, 2022 to March 31, 2023, being the date of this
annual report.

In addition, save for the expansion plans as disclosed in the sections
headed “Business” and “Future Plans and Use of Proceeds” in the
prospectus of the Company dated November 1, 2016 (the “Prospectus”),
the Group has no specific plan for major investment or acquisition for
major assets or other business. However, the Group will continue to
identify new opportunities for business development.

Restricted Share Unit Scheme

The Company adopted its Restricted Share Unit Scheme (the “RSU
Scheme”) on July 25, 2018. The purpose of the RSU Scheme is to
incentivize Directors, senior management and employees of the Group for
their contribution to the Group, to attract, motivate and retain skilled and
experienced personnel to strive for the future development and expansion
of the Group by providing them with the opportunity to own equity
interests of the Company. The Board has the power to administer the
RSU Scheme. The Board may, from time to time and at its sole discretion,
select any eligible person, as defined in the RSU Scheme, to participate in
the RSU Scheme and determine the number of Shares to be granted and
the terms and conditions of the grant.

As of the date of this annual report (i.e. March 31, 2023), pursuant to the
RSU Scheme, 208 selected persons had received the RSUs representing
26,099,684 shares of the Company with par value of US$0.000001 each,
of which (i) two selected persons who are directors of the Company
had received RSUs representing 6,188,680 shares; and (ii) 206 selected
persons who are employees of the Group had received RSUs representing
19,911,004 shares. The underlying shares concerned represented 1.1% of
the Company's issued shares.

Please refer to the Company’s announcements dated July 25, 2018, July
31, 2018, October 24, 2018 and July 5, 2021 for detailed summaries of
its RSU Scheme and the announcements dated April 20, 2020, February 1,
2021, March 25, 2021 and March 31, 2022 for the details in connection
with grants of the RSUs.
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TURNOVER RATIOS

Average inventory turnover days increased from 86.9 days in the year
ended December 31, 2021 to 104.4 days in 2022, mainly due to (i) the
slower turnover of raw materials and finished goods as a result of the
slowdown in production activities resulting from the COVID-19 pandemic,
and (ii) an increase in the prices of raw materials.

Average trade receivables turnover days increased from 8.9 days in the
year ended December 31, 2021 to 10.1 days in the year ended December
31, 2022, primarily due to the slightly longer credit terms granted to
certain e-commerce platforms when the Group renewed its cooperation
with them in 2022.

Average trade payables turnover days increased from 24.8 days in the year
ended December 31, 2021 to 32.1 days in the year ended December 31,
2022, primarily due to the delay in processing of some payables in 2022 as
the work and life of some employees of the Group were affected as the
result of the continuous spread of the COVID-19 pandemic.

EMPLOYEE AND LABOR COST

As of December 31, 2022, the Group had a total of 4,217 employees,
among which 61.7% were retail store operations and sales staff and
21.3% were manufacturing staff at its processing facilities.

The Group has developed a performance evaluation system to assess
the performance of its employees annually, which forms the basis for
determining the salary levels, bonuses and promotions an employee may
receive. Sales and marketing personnel may also receive bonuses based on
the sales targets they accomplish, by taking into account the overall sales
performance of the stores in the same regional market in the relevant
period.

In the year ended December 31, 2022, the Group incurred total labor
costs of RMB495.8 million, representing 21.2% of total revenue of the
Group.
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TOP SUPPLIERS AND TOP CUSTOMERS

In the year ended December 31, 2022, purchases from the Group’s
largest duck supplier in terms of RMB amount accounted for 5.7% of
total purchase cost and the aggregate purchases from its top five duck
suppliers in aggregate accounted for 20.0% of total purchase cost.

Due to the nature of the Group’s business, in the year ended December
31, 2022, revenue derived from its top five customers accounted for less
than 30% of total revenue.

RESERVES
As of December 31, 2022, the Group's reserves available for distribution
to shareholders amounted to approximately RMB1,226.2 million.

SUBSEQUENT EVENTS

Subsequent to December 31, 2022 and up to March 31, 2023 (being the
date of this annual report), no material events were undertaken by the
Group.
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Biographies of the Directors and Senior Management

EENGREEERE

DIRECTORS

Executive Directors

Mr. ZHOU Fuyu (B E#4), aged 48, is the Chairman and an executive
Director. Mr. Zhou founded our business with his wife, Ms. Tang Jianfang,
in 2002 and established our previous holding company, Zhou Hei Ya
Foods Joint Stock Limited Company (B2 R &EHER A ) ("Wuhan
ZHY Holdco"”), on June 13, 2006. He was appointed as our executive
Director on June 8, 2016 and is primarily responsible for formulating the
overall Group’s strategies and leading the product development. With
approximately 20 years of experience in casual braised food industry, he
is the key driver of our business strategies and achievements to date and
continues to oversee the management of our operations, business, and
the Group's sales network.

Mr. ZHANG Yuchen (3R &), aged 47, is an executive Director and the
Chief Executive Officer. Mr. Zhang was appointed as an executive Director
on November 15, 2019 and the Chief Executive Officer on August 27,
2019. He has over 22 years of operational and management experience in
the consumer goods sector, and has served several leading multinational
consumer goods enterprises in management position. From 1997 to
2003, Mr. Zhang served at Procter & Gamble (Guangzhou) Ltd. ("P&G"),
as a distributor channel unit manager, after which Mr. Zhang served in
the WalMart team of P&G from 2003 to 2005 and in the Greater China
market Strategy & Planning of haircare division of P&G from 2005 to
2006. Mr. Zhang then served as distributor channel market director at
P&G from 2006 to 2009, and Mr. Zhang's last held position was National
Trade Marketing Director of Pampers from 2009 to 2011. Later on, Mr.
Zhang served as National Sales Director at L'OREAL (China) Co., Ltd.’s
active cosmetic division from 2011 to 2013. From 2013 to 2016, Mr.
Zhang served as Sales Director (China) at Mattel Barbie (Shanghai) Trading
Co., Ltd., a children’s products trading company. Mr. Zhang then served
as the Country Manager (China) at Hasbro Trading (China) Co., Ltd., a toy
trading company, from 2016 to 2019. In May 2019, Mr. Zhang joined the
Group, serving as Executive Vice President of Hubei Zhouheiya Enterprises
Development Co., Ltd. Mr. Zhang received his bachelor’s degree in
electrical engineering from Southeast University in June 1997.

Mr. WEN Yong (X B), aged 40, was appointed as an executive
Director on June 8, 2016 and is primarily responsible for the supply
chain management of the Group. He was the deputy general manager
of Wuhan ZHY Holdco from March 2015 to July 2015 and is a deputy
general manager of Hubei Zhouheiya Enterprises Development Co., Ltd..
Mr. Wen was the manager of procurement and supply department and
the manager of supply chain center of Wuhan ZHY Holdco from June
2006 to April 2011 and from April 2011 to August 2011, respectively,
where he was primarily responsible for the overall operation of the
respective departments. Mr. Wen was also the general manager of
Shenzhen Zhou Hei Ya Foods Co., Ltd. (YT EZIEERmAE R A F)) from
August 2011 to March 2015.
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Non-executive Director

Mr. PAN Pan (BZ), aged 43, was appointed as a non-executive Director
on June 8, 2016. He was the non-executive director of Wuhan ZHY Holdco
from March 25, 2014 to November 24, 2017 and a director representative
of Shenzhen Tiantu Investment Management Co., Ltd. (ZYITHKEREE
EHR AR (currently known as Tian Tu Capital Co., Ltd. (RIITIXREH
AEERHBBRAR), a shareholder of Wuhan ZHY Holdco at the same
time. He is primarily responsible for giving strategic advice and making
recommendations on the operations of the Group. He was the managing
director of Tiantu Capital Management Center LLP (& 3Il X [& & 7K & 32
R (BBRA %)) from February 2014 to January 2016 and has been a
partner since February 2016. Mr. Pan also worked at Guoxin Hongsheng
Venture Investment Co., Ltd. (B{Z5A8%BIZ4&E AR A R), an investment
company.

Mr. Pan obtained a bachelor’s degree in currency banking from Hunan
University (417 AE2) in July 2003 and a master’s degree in finance from
Hunan University in December 2004.

Independent Non-executive Directors

Mr. CHAN Kam Ching, Paul (FR$%#2), aged 68, was appointed as an
independent non-executive Director on October 24, 2016. He is the
proprietor of Chan Paul K.C. & Partners, and is now practicing laws in
Hong Kong. Mr. Chan was an independent non-executive director of
PetroAsian Energy Holdings Limited (a company listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), stock code:
850) from October 21, 2002 to September 11, 2015.

He obtained his Juris Doctor Degree from University of Toronto in June
1979. He was admitted to practice as a barrister and solicitor in Ontario,
Canada in April 1981, and as a solicitor in Hong Kong in January 1984
and in England and Wales in July 1988, and as a barrister and solicitor
of the Australian Capital Territory in October 1991, and an advocate and
solicitor of Singapore in February 1995. He is currently a China Appointed
Attesting Officer, a Fellow of the Chartered Institute of Arbitrators, a
Member of Hong Kong Society of Notaries, HKIAC Accredited Mediator, a
Civil Celebrant of Marriages and Certified Tax Adviser.
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Mr. LU Weidong (Ef#3), aged 60, was appointed as an independent
non-executive Director on October 24, 2016. He has been the managing
director of Shenzhen Junfu Investment Co., Ltd. (FIITHEEREEFRA
A]) (“Shenzhen Junfu”), an investment company, since January 2015.
Prior to joining Shenzhen Junfu, Mr. Lu was the non-auditing business
partner of Grant Thornton Accounting Firm (BRI & 5T =4 FT) (formerly
known as Jingdu Tianhua Accountant Firm (R&PKZEZEHENEFSAT)) from
January 2010 to August 2011. From January 2008 to January 2010, he
worked at Shanghai Junfu Panchenzhangjiahua Accounting Firm (_E)&
HEBER R EESFTAIEFT) and successively held positions as Junfu
PRC partner and secretary-general of the partners’ meeting, managing
partner of Shenzhen Branch. Mr. Lu worked as the managing partner
from March 1997 to January 2008 and the legal representative from May
1994 to March 1997 of Shenzhen Licheng Accounting Firm CRIIT 7158
GETEIEFT) (formerly known as Shenzhen Licheng Accounting Firm (5
YISZ 2 5TEDSEF5FT)). From July 1991 to March 1994, he served as the
assistant to the head, the manager of the audit department of Shenzhen
Guangming Accounting Firm CRYIIT1 ¢ BA & EHEIZEH5PM). From December
1987 to July 1991, he successively held the positions as auditor assistant,
assistant to the manager and manager of Shekou Zhonghua Accounting
Firm (4 O R ZE2HEIETEFT). From September 1985 to December 1987,
he held positions as accounting assistant and accounting manager of
China Electronic System Project Co., Ltd. (FEIE T EZH T2 A7), an
electronic construction company.

Mr. Lu obtained a bachelor’s degree in economics from Hangzhou Dianzi
University (TN E FEHEZAZR) (formerly known as Hangzhou Institute of
Electronic Engineering (11N E F T2 E65%)) in July 1985. He is a Chinese
Certified Public Accountant (F B =t 2 &16M) certified by The Chinese
Institute of Certified Public Accountants (FEIFEM&5HET1HE) in May
1990.

Mr. CHEN Chen (PR /&), aged 42, was appointed as an independent non-
executive Director on December 10, 2021 and is the chairman of the
audit committee and remuneration committee. Mr. Chen has been the
chief financial officer of ATRenew Inc., a company listed on the NASDAQ
stock market (“NASDAQ") (ticker symbol: RERE), since January 2021 and
is responsible for finance, legal and investment related matters as well as
investor relations, and he has been its director since May 2021. He has
also been an independent director of Q&K International Group Limited, a
company listed on NASDAQ (ticker symbol: QK), since November 2019.
From May 2018 to December 2020, Mr. Chen was the chief financial
officer of Yunji Inc., a company listed on NASDAQ (ticker symbol: YJ).
Prior to joining Yunji Inc., he was a partner at Deloitte Touche Tohmatsu
CPA LLP, where he had served and had held various positions since July
2002.
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Mr. Chen received his bachelor’'s degree in naval engineering from
Shanghai Jiaotong University in China in June 2002. He is also a member
of the Chinese Institute of Certified Public Accountants (CICPA) and the
American Institute of Certified Public Accountants (AICPA).

Senior Management

Mr. GUO Rong (58%8), aged 55, is the chief financial officer of our
Group. He was the board secretary at Hunan Hoping Seeds Technology
Co., Ltd. (Hir A LEEREKH BRAF]) from October 2015 to May
2019 before joining the Company. Prior to that, he had held senior
financial positions at various multinational or public companies for
around 20 years. From October 2010 to September 2015, he served as
the chief financial officer at LBX Pharmacy Co., Ltd. (¥ B K BEiRE S84
f&HER/AT]) (a company listed on the Shanghai Stock Exchange, stock
code: 603883). From September 2004 to August 2010, he was the chief
financial officer and chief information officer of Yuan Longping High-tech
Agriculture Co., Ltd. (REEFEESEEBMDBER AR (@ company listed
on the Shenzhen Stock Exchange, stock code: 000998). From December
2002 to September 2004, he was the chief financial officer of Guangdong
Creawor Technology Development Co., Ltd. (BRAIH B EZERBRE A R),
a company that provides big data technology solutions. From July 2001 to
December 2002, he was the financial accounting manager for the China
region at Perfetti Van Melle (China) Limited (7" 75 B 8h#E B (HE)
BBRAR]). From January 2000 to July 2001, he was the credit controller
for the Europe region at Lenovo Group Limited (BtBEB AR ARA)) (a
company listed on the Stock Exchange, stock code: 00992). From January
1996 to November 1998, he served as a financial manager for Hong Kong
and overseas regions at Huawei Technologies Co., Ltd. (22 B3I AR A
al).

Mr. Guo obtained a master of business administration at the Maastricht
School of Management in 1999 and a master of economics at Jinan
University in 1996. He obtained a bachelor degree in economics and an
accounting professional certificate from Hunan University in 1991. Since
2012, he has been a Fellow of the Institute of Financial Accountants (FFA)
and a Fellow of the Institute of Public Accountants (FIPA).
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Mr. XIE Jun (BE), aged 51, is the chief officer of the retail business
development centre of our Group. He has over 20 years of experience
in chain management and franchise industry. Prior to joining our Group
in June 2019, Mr. Xie was a senior director of operations and brand
development of McDonald’s (China) Co., Ltd. (%4 (hE) R A R)
from February 1996 to April 2016, and he also served at Chongging Nenlv
Tea Etiquettes Co., Ltd. (EEREZEFR 2 7)) and Beijing Road Group
(bR P& EEE). Mr. Xie has extensive experience in operation of chain
stores, franchise and overall management, and specializes in construction
of franchise system and brand development. He previously worked at
the founding franchise team of McDonald’s (China) Co., Ltd., which was
responsible for the national franchise business of McDonald’s restaurant.
Mr. Xie obtained a bachelor’s degree in foreign economic management
from Wuhan Radio and TV University (BT EEERAZ) in July 1996.

Mr. KANG Peng (EEHE), aged 43, is the chief supply chain officer of
our Group. He has over 20 years of management experience in Fortune
Global 500 multinational companies and companies in the Asia Pacific
region. Prior to joining our Group in August 2020, he served at Mattel
Toy Technology Consulting (Shenzhen) Co., Ltd. (EFITEARMTEA
(Y1) BBRAF)) as a supplier operations manager from 2002 to 2008,
Lenovo Information Products (Shenzhen) Co., Ltd. (B8 & s ZEmR (FII)
ABR7AF]) as a supply chain optimization manager from 2008 to 2010,
Wrigley Confectionery (China) Limited G5 &THHESR (PE) BRAR]) as
a purchasing, logistics and planning manager from July 2010 to December
2013, Carlsberg A/S (stock symbol: CARL B, a company listed on Nasdaq)
as a supply chain project director of Asia region from January 2014 to
July 2020. Mr. Kang has extensive experience in enterprise supply chain
management, including supply chain network optimization, investment
strategic planning, sales and operation planning, warehousing and
transportation, procurement, import and export trade, logistics network
design and implementation, as well as investment and construction of
new factories. He is also experienced in managing omni-channel supply
chain in the food and beverage fast consuming industry.

Mr. Kang obtained a master’s degree in business administration and
postgraduate certificate from Xi'an Jiaotong University (FH% % i@ K £2)
in July 2010. He is also a certified supply chain professional certified by
American Production and Inventory Control Society (APICS) (currently
known as Association for Supply Chain Management) in April 2017.
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EFEWE

PRINCIPAL ACTIVITIES
The Company is an investment holding company. The principal activity of
the Group is to produce and retail casual braised food.

BUSINESS REVIEW

General

A review of the business of the Group during the year and a discussion on
the Group’s future business development are set out in the Chairman’s
Statement, Business Review and Outlook as well as the Management
Discussion and Analysis on pages 4 to 8, pages 9 to 19 and pages 20
to 34, respectively, of this annual report. An analysis of the Group’s
performance during the year using financial key performance indicators is
set out in the Management Discussion and Analysis on pages 20 to 34 of
this annual report. Subsequent to December 31, 2022 and up to the date
of this annual report (i.e. March 31, 2023), the Group has not undertaken
any material events.

Principal risks and uncertainties the Group faces include (i) uncertainty
as to the opening and profitable operation of new retail stores; (ii)
uncertainty as to the expansion into new geographical markets; (iii)
uncertainty as to the performance of the Group’s current retail stores;
(iv) risks related to site selection for new stores; (v) risks related to quality
control and food safety; and (vi) risks related to the increase in food price,
labor costs and commercial real estate rent.

The financial risks of the Group include foreign currency risk, credit risk
and liquidity risk. These financial risks, and the related risk management
policies and practices used by the Group are discussed in note 41 headed
“Financial Risk Management Objectives and Policies” to the consolidated
financial statements of this annual report.

Zhou Hei Ya International Holdings Company Limited
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Environmental policies and performance

The Group strictly complies with the relevant environmental protection
laws and regulations in the places where it operates, focuses on
environmental protection in the manufacturing process, and promotes
green and low-carbon office practices to reduce the environmental impact
of production and operation activities. During the year ended December
31, 2022 (the “Reporting Period”), we continued to enhance our
environmental management system, incorporated energy and resource
consumption targets into key performance assessments, and improved
the efficiency of energy and resource consumption. We also continued to
strengthen the management of production processes and promote the
efficient use of packaging materials. Meanwhile, we also carried out solid
waste sorting disposal and recycling refined management to promote
a circular economy and reduce waste generation and to improve the
Company’s environmental performance and economic benefits.

Compliance with Laws and Regulations

During the year ended December 31, 2022, as far as the Board is aware,
the Group has complied with the relevant laws and regulations that have
a significant impact on the Group in all material respects.

Relationship with Employees

The Group strictly complies with relevant employment laws and
regulations, constantly optimizes its human resource management
system, and fully respects and protects its employees’ legitimate rights
and interests. The Group provides its employees with a healthy and
safe working environment and offers them competitive remuneration
and benefits, fair promotion opportunities and a sound training system.
During the Reporting Period, we launched a talent development project
to help employees formulate a reasonable and personalized development
path. We expect that the project will continuously improve organizational
performance analysis and performance system, establish a scientific
incentive mechanism for employees, strengthen employee training and
development systems, increase team cohesion as well as attract, retain
and motivate employees.

For further details on the Group’s employees and employee costs and
remuneration policies, please refer to the sections headed “Management
Discussion and Analysis — Employees and Labor Cost” and “Director’s
Report — Employees and Remuneration Policies”.
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Important Relationships with Stakeholders

The Group regards shareholders/investors, government departments,
suppliers, employees, the media and consumers as its important
stakeholders. To ensure the establishment of a set of sustainable
development strategies that effectively manages environmental and social
regulatory risks and to provide the appropriate corresponding disclosures,
we continue to improve our long-term communications mechanism with
various stakeholders. At the same time, a multi-dimensional risk analysis
was conducted to identify environmental, social and governance issues
that are of interest to the Group’s development and stakeholders, and a
separate Environmental, Social and Governance Report was issued.

During the Reporting Period, the Group carried out stakeholder
communications and reviews of substantive issues as well as analyzed
environmental, social, and governance issues that the Group’s key
influential stakeholders are focusing on. The Group is committed to
continuously improve its level of corporate sustainable development
management.

For further details regarding our major suppliers and customers, please
refer to the section headed “Directors’ Report — Major Customers and
Suppliers”.

CONSOLIDATED FINANCIAL STATEMENTS

The results of the Group for the year ended December 31, 2022 and the
state of the Company’s and the Group's financial affairs as at that date
are set out in the consolidated financial statements on pages 86 to 93.

FINAL DIVIDEND

The Board did not recommend the distribution of a final dividend for the
year ended December 31, 2022.

Zhou Hei Ya International Holdings Company Limited
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DIVIDEND POLICY

Pursuant to the dividend policy adopted by the Company with effect
from January 1, 2020, distributions of dividends are determined at the
discretion of the Board. In determining whether any distribution shall be
made and the amount of dividends, the Board shall take into account
the Company’s results of operations, cash flow, financial conditions,
statutory and regulatory restrictions, capital, future business plans and
prospects, and any other conditions which the Board deems relevant.
Any declaration and payment as well as the amount of dividends will be
subject to compliance with the memorandum and articles of association
of the Company and the companies law of the Cayman Islands.

The Company will evaluate its dividend policy and distributions made from
time to time.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determination of eligibility to attend and vote at
the forthcoming annual general meeting (the “AGM"), the register of
members of the Company will be closed from Thursday, June 1, 2023
to Tuesday, June 6, 2023 (both days inclusive), during which period
no transfer of shares of the Company will be registered. In order to
be entitled to attend and vote at the forthcoming AGM to be held on
Tuesday, June 6, 2023, all transfer of shares accompanied by the relevant
share certificates must be lodged with the Company’s Hong Kong share
registrar, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, no later than 4:30 p.m. (Hong Kong time) on
Wednesday, May 31, 2023.

RESERVES
Changes to the reserves of the Group during the year ended December
31, 2022 are set out in the consolidated statements of changes in equity.

DISTRIBUTABLE RESERVES

As at December 31, 2022, the reserves of the Company available for
distribution to shareholders of the Company amounted to approximately
RMB1,226.2 million (2021: RMB1,588.0 million).
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PROPERTY, PLANT AND EQUIPMENT

Changes to the property, plant and equipment of the Group and the
Company during the year are set out in note 13 to the consolidated
financial statements.

SUBSIDIARIES
Particulars of the Company’s subsidiaries as at December 31, 2022 are set
out in note 1 to the consolidated financial statements.

BANK AND OTHER LOANS
As at December 31, 2022, the Group had an aggregate bank borrowings
of RMB160 million, all of which will be due within one year. As at the
date of this annual report (i.e. March 31, 2023), all bank borrowings are
due and repayment has been made.

In addition, in November 2020, the Company completed and executed
its offering of convertible bonds due in 2025 in the aggregate principal
amount of HK$1,550.0 million, bearing interest at the rate of 1% per
annual (the “2025 Bonds"” or the “Convertible Bonds").

In 2022, in accordance with the terms and conditions of the Convertible
Bonds, the Company repurchased by installments the Convertible Bonds
with a principal amount of HK$1,056,000,000, representing 68.1%
of the aggregate principal amount of the Convertible Bonds originally
issued. As of December 31, 2022 and at the date of this annual report
(i.e. March 31, 2023), the aggregate principal amount of the Convertible
Bonds remaining outstanding is HK$494,000,000, representing 31.9% of
the aggregate principal amount of the Convertible Bonds originally issued.
Please refer to the announcements of the Company dated April 11, July
19, August 24, December 5, December 12, December 13, December 14
and December 29, 2022 for more details.

DONATIONS

Donations made by the Group during the year ended December 31, 2022
amounted to approximately RMBO.3 million (2021: RMBO0.4 million).

FINANCIAL SUMMARY

A summary of the published results and of the assets and liabilities of the
Group for the last five financial years is set out on page 216 of this annual
report.

Zhou Hei Ya International Holdings Company Limited
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

On November 5, 2020, the Company issued the Convertible Bonds with
a principal amount of HK$1,550,000,000, which were listed and traded
on the Stock Exchange and will mature on November 5, 2025. In 2022,
in accordance with the terms and conditions of the Convertible Bonds,
the Company repurchased by installments the Convertible Bonds with a
principal amount of HK$1,056,000,000 in total, representing 68.1% of
the aggregate principal amount of the Convertible Bonds originally issued.
The details of each repurchase of Convertible Bonds are set out below.

On April 8, 2022, the Company repurchased the Convertible Bonds with
a principal amount of HK$155,000,000 with the right to convert into
14,903,846 shares of the Company, representing 10.0% of the aggregate
principal amount of the Convertible Bonds originally issued. For details,
please refer to the Company’s announcement dated April 11, 2022.

On July 14 and July 19, 2022, the Company repurchased the Convertible
Bonds with a principal amount of HK$105,000,000 with the right
to convert into 10,489,510 shares of the Company, representing
approximately 6.8% of the aggregate principal amount of the Convertible
Bonds originally issued. For details, please refer to the Company's
announcement dated July 19, 2022.

On August 24, 2022, the Company repurchased the Convertible Bonds
with a principal amount of HK$296,000,000 with the right to convert into
29,570,429 shares of the Company, representing approximately 19.1% of
the aggregate principal amount of the Convertible Bonds originally issued.
For details, please refer to the Company’s announcement dated August
24,2022

On December 5, 2022, the Company repurchased the Convertible Bonds
with a principal amount of HK$135,000,000 with the right to convert into
13,486,513 shares of the Company, representing approximately 8.7% of
the aggregate principal amount of the Convertible Bonds originally issued.
For details, please refer to the Company’s announcement dated December
5,2022.
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From December 6 to December 12, 2022, the Company repurchased
the Convertible Bonds with an aggregated principal amount of
HK$80,000,000 with the right to convert into 7,992,008 shares of the
Company, representing approximately 5.2% of the aggregate principal
amount of the Convertible Bonds originally issued. For details, please refer
to the Company’s announcement dated December 12, 2022.

On December 13, 2022, the Company repurchased the Convertible Bonds
with a principal amount of HK$80,000,000 with the right to convert into
7,992,008 shares of the Company, representing approximately 5.2% of
the aggregate principal amount of the Convertible Bonds originally issued.
For details, please refer to the Company’s announcement dated December
13, 2022.

On December 14, 2022, the Company repurchased the Convertible Bonds
with a principal amount of HK$173,000,000 with the right to convert into
17,282,717 shares of the Company, representing approximately 11.2% of
the aggregate principal amount of the Convertible Bonds originally issued.
For details, please refer to the Company’s announcement dated December
14, 2022.

From December 28 to December 29, 2022, the Company repurchased
the Convertible Bonds with an aggregated principal amount of
HK$32,000,000 with the right to convert into 3,196,803 shares of the
Company, representing approximately 2.1% of the aggregate principal
amount of the Convertible Bonds originally issued. For details, please refer
to the Company’s announcement dated December 29, 2022.

As of December 31, 2022 and at the date of this annual report (i.e. March
31, 2023), the aggregate principal amount of the Convertible Bonds
remaining outstanding is HK$494,000,000, representing 31.9% of the
aggregate principal amount of the Convertible Bonds originally issued.

Save as disclosed above, the Company and its subsidiaries did not
purchase, sell or redeem any of the listed securities of the Company in
2022.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

BE-Z-—+-_AXBE+-_A+=8 " KXRAAE
[B1 75 4 4838 /480,000,000 7T B P #5 48 F1) AT 88 2 A 7K
AA]7,992,0088 & D B AT A AR (B % - AE R EITHY
AHRESASEBENLN52% - FBEBL2HAQF
B AT -_—F+-A+tZHHAE -

RZEBE-_—F#+-_A+=0  A2aBEEOAL5E
/80,000,000 & 7T B Mt 75 # F 7] & ¥ & K A A
7,992,008 B 15 W AT IR & 55 - 1 VI BEITHY A R
[REH R & BEENHS52% © FIBRLHMARQR A
RIEZZF+ZA+=HHAE -

RZE-_—_F+-_A+WNA ' ARAELNAEEE
#5173,000,000 7% Jr B M %5 # 7| 7] $5 #2 5 AR 2 )
17,282, 717 H A AR ES - (G VTR AR
RAEHRSEFERNLN11.2%  FERL2HEAQRAH
BT F+A+THENAE -

BE-Z-_—F+=-A=-+N\HE+=ZA=+AIB &
N EIFEE AN S 4858 £32,000,00058 7T B M A HE F T 82
AR E)3,196,803 kD M AT R E S « (h& )
BT RRES LTS RBHN2.1% - FEB2H
ARRlHA—ZE_—F+ A=+ ILANRE -

e -~ F#+-_A=+—BEKRAFRBAHA
ZEZ=F=A=+—R0)  NHAELNATBRRES
KR4 44%8 /494,000,000 7T - (H R ¥ EEITH AT
MEfEHANEBEEM31.9% ©

BEXEBREN  RZTZ=F ARARIRENBA
REREE - HEXBEREAARQRE EHES



Directors’ Report EEE R

SHARES ISSUED
Details of the Shares issued as at December 31, 2022 are disclosed in note
31 to the consolidated financial statement.

DIRECTORS
The Directors of the Company during the year and up to the date of this
annual report (i.e. March 31, 2023) were:

2 EITR G
R=Z=—#F+=-A=+—-BEBTRH 2 HERE
RERA BB REM S -

BE
AERREEAFHAPEN T =F=A=+—
BNARREERR

Name Position

®E B

Mr. ZHOU Fuyu Chairman of the Board and Executive Director
AEW L EERIERWTES

Mr. ZHANG Yuchen Executive Director and Chief Executive Officer
RFEREE MITE FHRITEER

Mr. WEN Yong Executive Director

XEBEEE HITES

Mr. PAN Pan Non-executive Director

ER A FMTES

Mr. CHAN Kam Ching, Paul Independent Non-executive Director

BREBAZ S WU FITER

Mr. LU Weidong Independent Non-executive Director
EREREE WIFNITESR

Mr. CHEN Chen Independent Non-executive Director
BREEAE BUIERITEF

In accordance with the articles of association of the Company, Mr. Pan
Pan, Mr. CHAN Kam Ching, Paul and Mr. LU Weidong shall retire by
rotation at the forthcoming AGM of the Company and they being eligible
and offer themselves for re-election.

None of Mr. Pan Pan, Mr. CHAN Kam Ching, Paul and Mr. LU Weidong
has an unexpired service contract which is not determinable by the
Company or any of its subsidiaries within one year without payment of
compensation, other than under normal statutory obligations.

The biographical details of the Directors and senior management of
the Company are set out in “Biographies of the Directors and Senior
Management” in this annual report.

REARBNABERAR - BERE - RBRELE
REHREEERARARERRBFREG L#HFER
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Save as the related party transactions disclosed in note 38 to the
consolidated financial statements and the connected transactions
as disclosed in the section headed “Connected Transactions” in this
Directors’ Report, no transactions, arrangements or contracts of
significance to which the Company or any of its subsidiaries was a party
and in which a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES OR DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at December 31, 2022, the interests and short positions of the Directors
and the chief executive of the Company in the Shares, underlying Shares
or debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO"))
as recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO or as notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) were as follows:

Name of Group

Name of Director/ member/associated

Capacity/

EEAERS  RERSHNTHES

AR A M RAM 3B ENRE T X5 R AES
EWMEFERS | —EMEENRERZIN - AAF

S E AT B R RAEFRIAFEAEMER - W&
FINEAERR S  REFRANMEESERARE
BREARE

EERESTRAERAQAISHEBEE
BE R - HEROREER 2 BHE R K
B

BHE_Z-_—_F+-_A=+—0 EZRAREES
TRABEARQRISEESEZB (TR REFHFLBE
GBI ([EHREGKRM ) EXVIB) ks - MR D
SEREEPHRERIEES KPS EHE3521EREA
BEARRBZELMAER  SRELTRITAEZES
EITHEFR HMIZESTRI([ZEESA ) EXNg AR
LEBBARSMERAR (BRI MERSMAR
T

Number of
underlying

Approximate
percentage of

Chief Executive corporation Nature of interest Shares™ shareholding
TEEKE 51/ B RRE

EE BeTHABER HECEEERE EEME HERGHEO BoLt

Mr. ZHOU Fuyu The Company Interest of spouse® 1,371,457,951@ 57.55%

AEW L RN iKY Fall)

Mr. ZHANG Yuchen The Company Beneficial owner 4,964,066 0.21%

RFEREE RAT] BmEAA

Mr. WEN Yong The Company Beneficial owner 1,033,614 0.04%

NEEE PN BEmfEaA
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Notes:

(1

5)

All interests stated are long positions.

These 1,371,457,951 Shares represent 5,571,500 Shares held by Ms.
Tang Jianfang, 1,210,879,011 Shares held by Healthy Origin Holdings
Limited, 32,480,300 Shares held by ZHY Holdings Il Company Limited and
122,527,140 Shares held by ZHY Holdings IV Company Limited.

The entire issued share capital of Healthy Origin Holdings Limited and ZHY
Holdings Il Company Limited are held by ZHY X Holdings Co., Limited
("ZHY X") which in turn is 100% held by Cantrust (Far East) Limited being
the trustee of Fuyu Family Trust (the “Trust”). Ms. Tang Jianfang is the
settlor of the Trust. Therefore, Ms. Tang Jianfang is deemed to be interested
in 1,210,879,011 Shares and 32,480,300 Shares held by Healthy Origin
Holdings Limited and ZHY Holdings Il Company Limited, respectively. Since Ms.
Tang Jianfang owns 100% of ZHY Holdings IV Company Limited, Ms. Tang
Jianfang is also deemed to be interested in 122,527,140 Shares held by ZHY
Holdings IV Company Limited.

Mr. Zhou is the spouse of Ms. Tang lJianfang and is deemed to be interested
in the Shares which are interested by Ms. Tang Jianfang under the SFO.

These 4,964,066 Shares represents (i) the interests in restricted share units
adopted by the Company (“RSUs"), representing 4,720,066 Shares held on
trust on his behalf by Computershare Hong Kong Trustees Limited (the “RSU
Trustee”), and (i) 244,000 Shares purchased by Mr. Zhang Yuchen dated
August 24, 2022. For details of the grants of the RSUs to Mr. Zhang Yuchen,
please refer to the announcements of the Company dated April 20, 2020,
March 25, 2021 and March 31, 2022.

Mr. Wen Yong is interested in RSUs representing 1,033,614 Shares held on
trust on his behalf by the RSU Trustee. For details of the grant of RSUs to Mr.
Wen, please refer to the announcements of the Company dated April 20,
2020, March 25, 2021 and March 31, 2022.

Save as disclosed above, as at December 31, 2022, none of the Directors

nor the chief executive of the Company had any interests or short
positions in any of the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as recorded in the register required to be kept by
the Company pursuant to section 352 of the SFO or as notified to the

Company and the Stock Exchange pursuant to the Model Code.

G
(1) FIREFTARERS I RITE «

(2)  E&1,371,457,95 1M+ - BRI +#5H5,571,500
fRARA - ERIERR AR A RIFEA1,210,879,011ERAR 5 -
ZHY Holdings Il Company Limited#¥ /& 32,480,300 f% i%
1% K2ZHY Holdings IV Company Limited#45 122,527,140
A&R&n o

&R iR B R A B F2ZHY Holdings Il Company Limited
2 2EBEITARANERZHY X Holdings Co., Limited ([ZHY
XD#EE ZHY XBERREEFL([EFE) Z2XFEA
Cantrust (Far East) Limited 2 358 - (578 Z A
BEREF LT WMEREF ZTWIRAD AR RIRIER
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER FERRREAMA RS RAERERMG
PERSONS’ INTERESTS AND SHORT POSITIONS IN EERRE

SHARES AND UNDERLYING SHARES

As at December 31, 2022, the following persons (other than the Directors
or the chief executive of the Company) have interests or short positions in
the Shares or underlying Shares as recorded in the register required to be
kept by the Company under section 336 of the SFO:

RZEZZFF+ZA=+—8 U TFTAZ(EFEHAK
RRAEBITHABBRIN KRR R BR7 88 Bk H
HABABREES RS KGIE33615 R ERENAA
AIFE MR R A MR AESSAR

Approximate

Number of Shares percentage of

50

Name of shareholder Nature of interest or securities held® interest
BREREE EatE FRROBESHBO BORET D
Ms. TANG Jianfang®? Interests in a controlled corporation 122,527,140 (L) 5.14%
BEFLT@ R thEEER

Settlor of a family trust 1,243,359,311 (L) 52.17%

KIEEFEETA

Beneficial owner 5,571,500 (L) 0.24%

Emfia A

1,371,457,951 (L) 57.55%

Cantrust (Far East) Limited® Trustee 1,243,359,311 (L) 52.17%
Cantrust (Far East) Limited® ZEEA
ZHY X Holdings Co., Limited® Interest in a controlled corporation 1,243,359,311 (L) 52.17%
ZHY X Holdings Co., Limited® RIEHEEE R
Healthy Origin Holdings Limited Beneficial owner 1,210,879,011 (L) 50.81%
fERZEIRBR AR E=EEA
ZHY Holdings IV Company Limited Beneficial owner 122,527,140 (L) 5.14%

ZHY Holdings IV Company Limited

BEREEEA

Zhou Hei Ya International Holdings Company Limited
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Notes:

(1) The letter “S” denotes the person’s short position in such Shares. The letter “L"
denotes the person’s long position in such Shares.

(2) These 1,371,457,951 Shares represent 5,571,500 Shares held by Ms.
Tang Jianfang, 1,210,879,011 Shares held by Healthy Origin Holdings
Limited, 32,480,300 Shares held by ZHY Holdings Il Company Limited and
122,527,140 Shares held by ZHY Holdings IV Company Limited.

The entire issued share capital of Healthy Origin Holdings Limited and ZHY
Holdings Il Company Limited are held by ZHY X which in turn is 100% held by
Cantrust (Far East) Limited being the trustee of the Trust. Ms. Tang Jianfang
is the settlor of the Trust. Therefore, Ms. Tang Jianfang is deemed to be
interested in 1,210,879,011 Shares and 32,480,300 Shares held by Healthy
Origin Holdings Limited and ZHY Holdings Il Company Limited, respectively.
Since Ms. Tang Jianfang owns 100% of ZHY Holdings IV Company Limited,
Ms. Tang Jianfang is also deemed to be interested in 122,527,140 Shares
held by ZHY Holdings IV Company Limited.

(3)  Cantrust (Far East) Limited is the trustee of Fuyu Family Trust established by Ms.
Tang lianfang. The Trustee through indirect interest in each of ZHY Holdings
Il Company Limited and Healthy Origin Holdings Limited holds 32,480,300
Shares and 1,210,879,011 Shares, respectively. ZHY X, which is wholly-owned
by the Trustee, through direct interest in each of ZHY Holdings Il Company
Limited and Healthy Origin Holdings Limited holds 32,480,300 Shares and
1,210,879,011 Shares respectively.

Save as disclosed above, as at December 31, 2022, the Directors and chief
executive of the Company are not aware of any other persons/entities, not
being a Director or chief executive of the Company, who has an interest
or short position in the Shares or the underlying Shares of the Company
as recorded in the register required to be kept by the Company under
section 336 of the SFO.

RESTRICTED SHARE UNITS SCHEME

Purpose

The Company adopted the Restricted Share Units Scheme on July 25,
2018 (the “"RSU Scheme"”). The purpose of the RSU Scheme is to
incentivize Directors, senior management and employees of the Group for
their contribution to the Group, to attract, motivate and retain skilled and
experienced personnel to strive for the future development and expansion
of the Group by providing them with the opportunity to own equity
interests of the Company.

Participants

The participants under the RSU Scheme are those who accept the offer of
the grant of RSUs in accordance with the terms of the RSU Scheme, and
may be existing employees, Directors (whether executive or non-executive,
but excluding independent non-executive Directors) or officers of the
Group selected by the Board to be granted RSUs under the RSU Scheme
at the discretion of the Board.

G
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Maximum Number of Shares under The RSU Scheme

The maximum number of RSUs that may be granted under the RSU
Scheme in aggregate (excluding RSUs that have lapsed or been cancelled
in accordance with the rules of the RSU Scheme as amended from time
to time) shall be such number of Shares held or to be held by the trustee
of the RSU Scheme (the “Trustee”) for the purpose of the RSU Scheme
from time to time. The Trustee will not hold more then 30% of the total
Shares in issue of the Company in aggregate at any time after adoption
of the RSU Scheme. 60,855,201 and 49,346,995 Shares are held by the
RSU Trustee which was available for grant of RSUs as of January 1, 2022
and December 31, 2022, respectively. As at the date of this annual report
(i.e. March 31, 2023), 49,945,316 Shares are held by the Trustee for
future grant of RSUs, representing 2.1% of the total issued Shares of the
Company.

The total number of Shares underlying the RSUs to be granted under the
RSU Scheme in any financial year shall not exceed 3% of the total Shares
in issue of the Company as at the beginning of that financial year.

Maximum Entitlement of Each Participant

The total number of Shares underlying the RSUs to be granted to a
selected person under the RSU Scheme in any 12-month period shall not
exceed 1% of the total number of Shares in issue at any time during this
12-month period.

Vesting

The Board can determine the vesting criteria, conditions and the schedule
when the RSUs will vest, and such criteria, conditions and schedule shall
be stated in the grant letter pursuant to which RSUs are granted to a
selected person.

Within a reasonable time after the vesting criteria, conditions and
schedule have been reached, fulfilled, satisfied or waived, the Board shall
send the vesting notice to each of the relevant participants. The vesting
notice will confirm the extent to which the vesting criteria, conditions and
schedule have been reached, fulfilled, satisfied or waived, and the number
of Shares (and, if applicable, the cash or non-cash income, dividends
or distributions and/or the sale proceeds of non-cash and non-scrip
distributions in respect of those Shares) involved.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Purchase Prices, Basis for Determining the Purchase Prices
and Payment Periods

The purchase price, which was defined as employee contribution price
under the management document of the RSU Scheme, is determined by
the Board at the time of each grant, based on a certain percentage of
average closing prices per Share for a specified period of time prior to the
grant date of the RSUs as approved by the Board.

The payment of purchase prices for the RSUs accepted are required to be
made within ten working days after the grant date.

Duration

Subject to early termination by the Board, the RSU Scheme shall be valid
and effective for ten (10) years commencing on the date of the first grant
of the RSUs (i.e. April 20, 2020).

Details of RSUs Granted under the RSU Scheme

On April 20, 2020, the RSUs of the Company representing 4,580,900
Shares were granted to 24 selected persons under the RSU Scheme (the
"First Round Grant”), among which (i) RSUs representing 1,674,200
Shares were granted to two Directors, and (ii) RSUs representing 2,906,700
Shares were granted to 22 employees of the Group. For details of the First
Round Grant, please refer to the announcement of the Company dated
April 20, 2020

On March 25, 2021, the RSUs of the Company representing 8,233,507
Shares were granted to 160 selected persons under the RSU Scheme (the
“Second Round Grant”), among which (i) RSUs representing 1,653,544
Shares were granted to two Directors, and (i) RSUs representing 6,579,963
shares were granted to 158 employees of the Group. For details of the
Second Round Grant, please refer to the announcement of the Company
dated March 25, 2021.

On March 31, 2022, the RSUs of the Company representing 12,141,500
Shares were granted to 220 selected persons under the RSU Scheme (the
“Third Round Grant”), among which (i) RSUs representing 2,029,000
Shares were granted to two Directors, and (ii) RSUs representing
10,112,500 Shares were granted to 218 employees of the Company. For
details of the Third Round Grant, please refer to the announcement of the
Company dated March 31, 2022.

As of the date of this annual report (i.e. March 31, 2023), pursuant to the
RSU Scheme, 208 selected persons had received the RSUs representing
26,099,684 Shares of the Company, among which (i) two selected
persons who are directors of the Company had received RSUs representing
6,188,680 shares; and (ii) 206 selected persons who are employees of the
Group had received RSUs representing 19,911,004 shares. The underlying
shares concerned represented 1.1% of the Company's issued shares.
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The table below sets forth details of RSUs granted to the Directors,
the five highest paid individuals during the financial year in aggregate
and other grantees in aggregate. Saved as disclosed below, to the best
knowledge of the Directors having made all reasonable enquiries, as at the
date of this annual report (i.e. March 31, 2023), (i) none of the Grantees
of the RSUs is a Director, chief executive officer or substantial shareholder
of the Company or an associate (as defined under the Listing Rules) of any
of them; (ii) none of the Grantees is a participant with RSUs granted and
to be granted exceeding the 1% individual limit under Rule 17.03D(1) of
the Listing Rules; (iii) none of the Grantees is a related entity participant or
a service provider (as defined under the Listing Rules).
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Number of
Number of Number of Number of Number of RSUs Number of
RSUs  RSUs granted RSUS vested RSUs lapsed cancelled RSUs
unvested during the during the during the during the unvested
as of year ended year ended year ended year ended as of
Date of Vesting January1,  December3!,  December3!,  December31,  December31,  December31,
Grantee grant period  Purchase Price (per RSU) 022 20229 20229 022 20224 022
REE REE REE REE
#z —ECCE —ECCE —ECCE —ECCE #2
828 fIf=-B fZB=t-R tZB=t-B  tZB=t-R -k
-f-8 LEER LLEER LEER LEER  tZA=t-B
BEER  ABEIRW  EELIRE  CERIRY  CAMERM  BHEERN  ABEIRM
ARA RFEH FE (EXRHRMAER) ROEREE  RAEGHAC  ROERHES ROEMER  RAEESEW RHERHE
Mr. Zhang Yuchen April 20,2020, 12-48 months'” HK$0.83 for the 3,029,035 1,690,500 (866,141) - - 3,853,394
(Director)* March 25, 2021 First Round Grant;
and HK$1.23 for the
March 31,2022 Second Round Grant and
the Third Round Grant
FFREE ZECEE E@ERY E-BETOSEL:
(8%) RAZTA- F_BERTRE=E
B-£ RTIBET
il
i
=A=1-A
Mr. Wen Yong April 20,2020, 12-48 months'” HK$0.83 for the 607458 338,500 (173,177) - - 712,181
(Director)* March 25, 2021 First Round Grant;
and HK$1.23 for the
March 31,2022 Second Round Grant and
the Third Round Grant
Y&k TECRE EGEAY F-ERTOSET:
(8%) RAZTA- F_ERTRE=E
B-£ RTIBET
ZRztiBR
=A=t-A
Five Highest Paid Individuals ~ April 20,2020, 12-48 monhs'” HK$0.83 for the 5,644,120 3,166,000 (1,609,672) - - 7,200,448
in Aggregate March 25, 2021 First Round Grant;
(Inclucing Director) and HK$1.23 for the
March 31,2022 Second Round Grant and
the Third Round Grant
hiln-Cl CECEENACE  1EEAY  F-ERT0SET:
AE# B CE-55F E_BRTRE=E
(nEEZ) i =) e S R8T
£=f=1-A
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Number of
Nurber of Nurnber of Nurber of Nurnber of RSUs Nurber of
RSUs  RSUs granted RSUs vested RSUs lapsed cancelled RSUs
unvested during the during the during the during the unvested
as of year ended year ended year ended year ended as of
Date of Vesting January1,  December31,  December3t,  December31,  December31,  December31,
Grantee grant period  Purchase Price (per RSU) 2022 20220 20229 2022 2022¢ 2022
HEz HEz HEz HEz
#z ZECCE ZECCE ZECCE ZECCE 8z
B2 $IBEt-B tZBEt-B fIAIt-B TIAEt-H - Sk 3
-5-8 LERR LERR ERR LEER 12BZt-R
BEER  ABEXBY  CENIRY  CERSRH  BAMGRM  BHEERY  ABRIBM
BRA RTEH HRE (SXRHRNEND) ROENHE  ROEGHEY  RHELHEY ROELER  RHELHRW RtERHE
Other Grantees in April 20,2020, 12-48 months'” HK$0.83 for the 8213721 8,940,500 2173313) (598,294) - 14,382,614
Aggregate** March 25, 2021 First Round Grant;
and HK$1.23 for the
March 31,2022 Second Round Grant and
the Third Round Grant
B An L 3% ZRERY  E-RRT08ET:
mAZTA- ETBETR
5I-E EoRETI %R
=AZtaBRk
=A=1-H

* %
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@)

The details of RSUs granted to the Directors are also disclosed in the details of
RSUs granted to the Five Highest Paid Individuals in aggregate.

Other Grantees are all employees of the Group other than the Directors, chief
executive or substantial shareholders of the Company.

For the First Round Grant, the vesting period is as to 25% of the RSUs
granted on March 25, 2021, 2022, 2023 and 2024, respectively. For the
Second Round Grant and Third Round Grant, the vesting period is as to 25%
of the RSUs granted on the date ending 12 months, 24 months, 36 months
and 48 months after the date of grant of the RSUs (i.e. March 25, 2021 for
the Second Round Grant and March 31, 2022 for the Third Round Grant),
respectively.

The RSUs granted during the year ended December 31, 2022 was the Third
Round Grant. Please refer above for the details of the Third Round Grant.
The closing price of the Shares on March 30, 2022 (i.e. the date immediately
before the date of grant of the Third Round Grant) was HK$4.49 per Share.
The performance targets set for the Third Round Grant are as follows:

During each evaluation period, the Group will conduct performance appraisal
on the grantee and the performance appraisal criteria shall be determined
at the sole discretion of the Board. The vesting percentage of the RSUs of
the grantee in each evaluation period will be adjusted based on his annual
comprehensive performance score during the evaluation period.

Please see notes 2.4 and 32 to the consolidated financial statements for
details on the fair value, accounting standard and policy adopted for the
calculation of the fair value of the RSUs at the date of grant of Third Round
Grant (i.e. March 31, 2022).

The RSUs vested during the year ended December 31, 2022 were RSUs
granted under the First Round Grant and Second Round Grant, with purchase
price per RSU of HK$0.83 and HK$1.23 respectively. The weighted average
closing prices of the Shares immediately before the date on which the RSUs
were vested (i.e. March 25, 2022) was HK$4.39 per Share.

No RSUs were cancelled during the year ended December 31, 2022.
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MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

In 2022, purchases from the Group's largest duck supplier in terms of
dollar amount accounted for approximately 5.7% of total purchase cost
and the aggregate purchases from its top five duck suppliers in terms of
dollar amount in aggregate accounted for approximately 20.0% of total
purchase cost.

None of our Directors, any of their close associates or any shareholders
that, to the knowledge of our Directors, own more than 5% of the issued
Shares had any interest in any of our five largest suppliers during the year
ended December 31, 2022.

In 2022, due to the nature of the Group's business, revenue derived from
its top five customers accounted for less than 30% of total revenue.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) has
reviewed the accounting principles and policies adopted by the Group and
discussed the Group's risk management, internal controls and financial
reporting matters with the management. The Audit Committee has
reviewed the audited consolidated financial statements of the Group for
the year ended December 31, 2022.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of association
of the Company, although there are no restrictions against such rights
under the laws in the Cayman Islands.

TAX RELIEF AND EXEMPTION OF HOLDERS OF
LISTED SECURITIES

The Company is not aware of any tax relief or exemption available to
the Shareholders by reason of their respective holding of the Company’s
securities.

EMPLOYEES AND REMUNERATION POLICIES

As at December 31, 2022, the Group employed a total of 4,217 full-time
employees (December 31, 2021: 4,387). The decrease in the number
of employees was mainly due to the optimization of the Group's talent
management.

We currently recruit our employees primarily through on-campus recurring
programs and posting advertisements on recruitment websites. Our
success, to a considerable extent, depends upon our ability to attract,
motivate and retain a sufficient number of qualified employees, including
research and development, sales and management personnel. Therefore,
we place strong emphasis on providing training to our employees in order
to enhance their professional skills and we design and offer different
training programs for employees at various positions.

Zhou Hei Ya International Holdings Company Limited
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We enter into labor contracts with all of our employees. We have
developed a performance evaluation system to assess the performance of
our employees annually, which forms the basis for determining the salary
levels, bonuses and promotions employees may receive. Our sales and
marketing personnel may also receive bonuses based on the sales targets
they accomplish, by taking into account the overall sales performance of
the stores in the same regional market in the relevant period. Under the
applicable PRC laws and regulations, we are subject to social insurance
contribution plans.

EMPLOYEE RETIREMENT BENEFITS
Particulars of the employee retirement benefits of the Group are set out in
note 7 to the consolidated financial statements.

PUBLIC FLOAT

As at the date of this annual report (i.e. March 31, 2023) and based
on the information that is publicly available to the Company and to the
knowledge of the Directors, the Company has maintained the minimum
public float of 25% as required under the Listing Rules.

AUDITOR

The consolidated financial statements have been audited by Ernst &
Young who shall retire at the forthcoming AGM and, being eligible, offer
themselves for re-appointment. There is no change in the auditor since
the Company'’s listing date.

RIGHTS TO ACQUIRE THE COMPANY'’S SECURITIES

AND EQUITY-LINKED AGREEMENTS

At no time during the year was the Company, or any of its holding
companies or subsidiaries, or any of its fellow subsidiaries, a party to any
arrangement to enable the Directors or chief executive of the Company or
their respective associates (as defined under the Listing Rules) to have any
right to subscribe for securities of the Company or any of its associated
corporations as defined in the SFO or to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body
corporate, nor did the Company enter into any equity-linked agreement.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at the date of this annual report (i.e. March 31, 2023), none of the
Directors and directors of the Company’s subsidiaries, or their respective
associates, had interests in businesses, which compete or are likely to
compete either directly or indirectly, with the businesses of the Company
and its subsidiaries as required to be disclosed pursuant to the Listing
Rules.
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CHANGES IN DIRECTOR’S BIOGRAPHICAL DETAILS
UNDER RULE 13.51B(1) OF THE LISTING RULES

Save as disclosed in the section headed “Biographies of the Directors and
Senior Management” in this annual report, there has been no change
in the Directors’ biographical details which is required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules since the date of 2022
interim report of the Company.

NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

In order to restrict competition activities with the Company, our
controlling shareholders, namely Mr. Zhou Fuyu, Ms. Tang Jianfang,
Healthy Origin Holdings Limited, ZHY Holdings Il Company Limited and
ZHY Holdings IV Company Limited (the “Controlling Shareholders”),
entered into a deed of non-competition in favor of the Company on
October 24, 2016 (the “Deed”). Pursuant to the Deed, the Controlling
Shareholders have undertaken, among others, not to compete with the
business of the Group, and details of the Deed are set out in the sub-
section headed “Non-competition Undertaking” in the section headed
"Relationship with our Controlling Shareholders” of the prospectus of the
Company dated November 1, 2016.

Each of the Controlling Shareholders has made a written confirmation
to the Board in respect of their compliance with the undertakings in the
Deed (the “Undertakings”) during the year ended December 31, 2022
(the “"Relevant Period”).

Upon receiving the confirmations from the Controlling Shareholders,
the independent non-executive Directors had reviewed the same as part
of the annual review process. In determining whether the Controlling
Shareholder had fully complied with the Undertakings in the Relevant
Period for the annual assessment, the independent non-executive
Directors noted that: (a) the Controlling Shareholders declared that they
had fully complied with the Undertakings in the Relevant Period; (b) no
new competing business was reported by the Controlling Shareholders
during the Relevant Period; and (c) there was no particular situation
rendering the full compliance of the Undertakings being questionable. In
view of the above, the independent non-executive Directors confirmed
that, as far as they can ascertain, all of the Undertakings were complied
with by the Controlling Shareholders in the Relevant Period.
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PERMITTED INDEMNITY PROVISION

Subject to applicable laws, the Directors of the Company shall be
indemnified and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses, damages
and expenses which they or any of them may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the execution
of their duty, or supposed duty, in their respective offices, pursuant to
the articles of association of the Company. Such provisions were in force
throughout the year ended December 31, 2022 and are currently in force.
The Company has arranged for appropriate insurance cover for Directors’
liabilities in respect of legal actions that may be brought against the
Directors.

ISSUE OF SHARES AND USE OF PROCEEDS FROM
THE GLOBAL OFFERING

On November 11, 2016, the Company’s Shares were listed on the Main
Board of the Stock Exchange. A total of 488,140,500 ordinary shares
with nominal value of US$0.000001 each of the Company were issued
at HK$5.88 per Share for a total of approximately HK$2,870.3 million
under the global offering of the Company. The net proceeds raised by
the Company from the abovementioned global offering, after deducting
the underwriting commission and related expenses, amounted to
approximately HK$2,792.3 million.

During the year ended December 31, 2022, the Group had utilized
approximately RMB252.1 million of the proceed from the IPO, comprising
RMB99.8 million in the construction and improvement of processing
facilities, logistics and storage centers, RMB6.9 million in the development
of retail store network, RMB98.0 million in brand image campaigns,
including the e-commerce marketing campaigns, RMB15.4 million in
upgrading its ERP system and RMB32.0 million in general replenishment
of working capital. As of December 31, 2022, net proceeds of RMB
217.1 million (December 31, 2021: RMB469.2 million) not utilized had
been deposited into short-term deposits and money market instruments,
including structured deposits. The unutilized portion of the net proceeds
from the global offering is intended to be applied in the manner as
disclosed in the section headed “Management Discussion and Analysis —
Use of Proceeds from the IPO” in this annual report.
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On October 28, 2020, the Company entered into a subscription
agreement (the “Subscription Agreement”) with Credit Suisse (Hong
Kong) Limited (the “Manager”), pursuant to which the Manager has
conditionally agreed to subscribe and pay for, or to procure subscribers
to subscribe and pay for, the 2025 Bonds due 2025 to be issued by
the Company in an aggregate principal amount of HK$1,550 million,
bearing interest at the rate of 1% per annum, which entitle the Manager
to convert a maximum of 149,038,461 conversion shares at the initial
conversion price of HK$10.40 per conversion share. The 2025 Bonds
were issued to the Manager in accordance with the terms and conditions
of the Subscription Agreement on November 5, 2020. Immediately after
completion of the subscription and assuming no conversion of the 2025
Bonds, there were 2,383,140,500 Shares in issue, and as at December 31,
2022, the number of issued Shares remained the same.

During the year ended December 31, 2022, the Group had utilized
approximately RMB11.5 million of the net proceeds from the 2025 Bonds,
comprising RMB11.5 million in further penetration in existing markets and
exploring new business opportunities. As of December 31, 2022, the net
proceeds of RMB77.9 million (December 31, 2021: RMB975.9 million)
not utilized had been deposited into short-term deposits and money
market instruments, including structured deposits. The unutilized portion
of the net proceeds from the 2025 Bonds is intended to be applied in
the manner as disclosed in the section headed “Management Discussion
and Analysis — Liquidity and Capital Resources — Use of Proceeds from the
2025 Bonds” in this annual report. The total budgets was adjusted from
RMB1,243.4 million, which was the original amounts of net proceeds
received from the issuance of the 2025 Bonds, to RMB356.9 million, due
to the Company'’s partial repurchase of the 2025 Bonds in 2022. Please
refer to the section headed “Management Discussion and Analysis —
Liquidity and Capital Resources — Use of Proceeds from the 2025 Bonds”
for further details about the 2025 Bonds.
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Mr. Zhou Fuyu, being our executive Director and controlling shareholder,
and Ms. Tang Jianfang, being our controlling shareholder, are connected
persons of the Company under the Listing Rules.

The Company (for itself and on behalf of its subsidiaries) entered into
a master property lease agreement with Mr. Zhou Fuyu and Ms. Tang
Jianfang on October 24, 2016 to lease five commercial properties
owned by Mr. Zhou Fuyu and Ms. Tang Jianfang (the “Original Five
Properties”). The lease of the five properties successively expired
between June 2019 and January 2021. The Company (for itself and on
behalf of its subsidiaries) entered into the renewed master property lease
agreement with Mr. Zhou Fuyu and Ms. Tang Jianfang on April 1, 2019
(the “2019 Renewal Agreement”). In addition to renewing the Original
Five Properties, the Company leased two new commercial properties from
Ms. Tang Jianfang under the 2019 Renewal Agreement. Please refer to
the announcement of the Company dated April 1, 2019 for details. The
leases of two properties under the 2019 Renewal Agreement with Ms.
Tang Jianfang were terminated early in January 2020 and December
2020, respectively, due to the operational adjustment of the Company.

The 2019 Renewal Agreement expired on March 31, 2022. The Company
(for itself and on behalf of its subsidiaries) entered into the renewed
master property lease agreement with Mr. Zhou Fuyu and Ms. Tang
Jianfang on April 1, 2022 (the “2022 Renewal Agreement”). Under the
2022 Renewal Agreement and as disclosed in the announcement of the
Company dated April 1, 2022, if Mr. Zhou Fuyu, Ms. Tang Jianfang and/or
their associates acquire more commercial premises suitable for the Group's
retail stores, offices or warehouses, the Group intents to preserve the
flexibility in leasing those commercial premises on a market rate on arm's
length basis. Pursuant to the 2022 Renewal Agreement, the Company
renewed the leases of five properties and leased two new commercial
properties as a warehouse and a retail store from Mr. Zhou Fuyu and one
of his associates. The leases under the 2022 Renewal Agreement will
expire successively from March 31, 2023 to March 31, 2025. Please refer
to the announcement of the Company dated April 1, 2022 for details. As
of the date of this annual report (i.e. March 31, 2023), the commercial
properties leased under the 2022 Renewal Agreement were all located
in Wuhan City, Hubei Province, China, with a total area of approximately
27,264.8 square meters used as retail stores, offices and warehouses.
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As disclosed in the announcement of the Company dated April 1, 2022,
in accordance with HKFRS 16 “Lease”, the fixed rental payment will
be recognized as right-of-use assets on the consolidated statement of
financial position of the Group, while the variable rental payment will
continue to be recognized as expenses in the consolidated statement of
profit or loss of the Group. Therefore, the total proposed annual caps for
the leases from Mr. Zhou Fuyu and Ms. Tang Jianfang and their associate(s)
for the year ended December 31, 2022 and years ending December 31,
2023 and 2024 are RMB8.6 million, RMB9.5 million and RMB10.0 million,
respectively, among which the annual caps for value of right-of-use assets
are RMB3.7 million, RMB3.0 million and RMB2.8 million, and the annual
caps for variable rental payment are RMB4.9 million, RMB6.5 million and
RMB7.2 million, respectively. The annual caps of 2022 included the value
of right-of-use assets and estimated variable rental payment payable by
the Company for the existing leases in the first three months of 2022.
Please refer to the announcement of the Company dated April 1, 2022.

As of December 31, 2022, the balance of right-of-use assets was
RMB2,354,000, and for the year ended December 31, 2022, the variable
rental payment under the 2022 Renewal Agreement was RMB2,880,000.
The Company has followed the pricing policies as disclosed in the
announcement of the Company dated April 1, 2022 in relation to the
2022 Renewal Agreement. The transaction contemplated under the 2022
Renewal Agreement is classified as a continuing connected transaction
pursuant to Rule 14A.76(2) of the Listing Rules, and is only subject to
the reporting, annual review and announcement requirements but is
exempt from the independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules. The transaction contemplated under the
2022 Renewal Agreement also constitutes a related party transaction of
the Company under HKFRS. For details, see note 38 to the consolidated
financial statements.
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For the year ended December 31, 2022, our independent non-executive
Directors have reviewed the continuing connected transactions and
confirmed that the transactions have been entered into in the ordinary
and usual course of business of the Group, and were conducted on
normal commercial terms and in accordance with the relevant agreement
governing them on terms that are fair and reasonable and in the interests
of the Shareholders as a whole.

Based on work performed, the independent auditor has confirmed in a
letter to the Board to the effect that nothing has come to its attention
that causes it to believe that the above transactions:

(@) have not been approved by the Board;

(b) were not entered into, in all material respects, in accordance with
the relevant agreement governing the transactions; and

(c) have exceeded the caps previously disclosed in the announcement.
The Company confirms that the Company has complied with the
disclosure requirements under Chapter 14A of the Listing Rules in respect
of the connected transactions set out above.

Save as disclosed above, the other related party transactions as disclosed
in note 38 to the consolidated financial statements do not constitute
connected transactions required to be disclosed under Chapter 14A of the

Listing Rules.

All references above to other sections, reports or notes in this annual
report form part of this annual report.

By order of the Board

ZHOU Fuyu
Chairman

Hong Kong, March 31, 2023
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TERERMSE

The Company is committed to achieving high standards of corporate
governance by focusing on principles of integrity, accountability,
transparency, independence, responsibility and fairness. The Company has
developed and implemented sound governance policies and measures,
and the Board is responsible for performing such corporate governance
duties. The Board will continue to review and monitor the corporate
governance of the Company with reference to the Corporate Governance
Code (the “Code”) set out in Appendix 14 to the Listing Rules so as to
maintain a high standard of corporate governance of the Company.

During the year ended December 31, 2022, the Company has complied
with the applicable code provisions of the Code as set out in Appendix 14
to the Listing Rules.

BOARD OF DIRECTORS

The Board is charged with promoting the success of the Company by
directing and supervising its affairs. The Board has general powers for
the management and conduct of the Company’s business. The day-
to-day operations and management are delegated by the Board to the
management of the Company, who will implement the strategy and
direction as determined by the Board.

The Board will continue to review the structure and composition of the
Board from time to time in light of prevailing circumstances, in order
to maintain a high standard of corporate governance practices of the
Company.

The Board has a balance of skills and experience appropriate for the
requirements of the business of the Company. The Company has also
adopted a board diversity policy to set out the approach adopted by the
Board regarding diversity of Board members.

No Board member has relationship with the other Board members and the
chief executive officer of the Company. The biographies of the Directors
are set out on pages 35 to 39 of this annual report.

Except for Mr. Zhang Yuchen, who entered the service contract with the
Company on November 15, 2022, each of the other executive Directors
has entered into a service contract with the Company on October 24,
2022, and the Company has issued letters of appointment to each of the
non-executive Director and independent non-executive Directors. The
principal particulars of these service contracts and letters of appointment
are (a) for a term of 3 years commencing from the date the service
contract or letter of appointment is entered and (b) subject to termination
in accordance with their respective terms. The term of the service
contracts and the letters of appointment may be renewed in accordance
with our articles of association of the Company and the applicable Listing
Rules.

Zhou Hei Ya International Holdings Company Limited
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The aggregate remuneration (including fees, salaries, contributions to
pension schemes, share-based compensation expenses, discretionary
bonuses, housing and other allowances and other benefits in kind)
payable to the Directors for the year ended December 31, 2022 was
approximately RMB18.2 million.

The remuneration of the Directors is determined with reference to salaries
paid by comparable companies, time commitment and responsibilities of
the Directors and performance of the Group. Details of the remuneration
of the Directors and senior management for 2022 are set out in note
8 to the consolidated financial statements. In addition, pursuant to
code provision E.1.5 in Part 2 of the Code, the annual remuneration
of members of the senior management by band for the year ended
December 31, 2022 is set out below:
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Number of
Remuneration to the senior management by band senior management
REEIENSREZEHH BREEEBAY
Nil - HK$1,000,000 T ILE1,000,00047T -
HK$1,000,001 to HK$1,500,000 1,000,001%7C21,500,0007% 7T -
HK$1,500,001 to HK$2,000,000 1,500,00187CZ2,000,000/% 7T -
HK$2,000,001 to HK$4,000,000 2,000,001 724,000,000/ 7T 2
HK$4,000,001 to HK$6,000,000 4,000,00187C26,000,0007% 7T 1

From January 1, 2022 to December 31, 2022, the Company has three
independent non-executive Directors, which meets the requirement of
the Listing Rules that the number of independent non-executive directors
must represent at least one-third of the Board and should not be less than
three.

The Company has received a written confirmation of independence from
each of the independent non-executive Directors pursuant to Rule 3.13 of
the Listing Rules, and considers them to be independent of the Company.

Directors have access to the services of the company secretary to ensure
that the Board procedures are followed. During the year ended December
31, 2022, the company secretary of the Company was Mr. Cheung Kai
Cheong Willie (“Mr. Cheung”). Mr. Cheung is a senior manager of
SWCS Corporate Service Group (Hong Kong) Limited, and has more than
20 years of professional experience in company secretarial, accounting
and finance matters. His primary corporate contact person was Mr. Zhou
Fuyu, the executive Director of the Company. In compliance with Rule 3.29
of the Listing Rules, Mr. Cheung has undertaken no less than 15 hours of
relevant professional training during the year ended December 31, 2022.
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Each of the Directors (being Mr. Zhou Fuyu, Mr. Zhang Yuchen, Mr. Wen
Yong, Mr. Pan Pan, Mr. Chan Kam Ching, Paul, Mr. Lu Weidong and Mr.
Chen Chen) attended various trainings in 2022, including the trainings for
connected transactions, for the amendment of the Listing Rules, for the
directors’ duties, responsibilities and continuous obligations, for the Model
Code, etc. The Company will arrange suitable training for all Directors in
order to develop and refresh their knowledge and skills as part of their
continuous professional development.

During the year ended December 31, 2022, the Board held 4 meetings,
at which the Board discussed and approved the proposals of Company’s
overall strategy and connected transaction issue, considered and approved
the proposals of Company’s 2021 annual report, 2021 annual results
announcement, the payment of 2021 final dividend, 2022 interim report,
2022 interim results announcement and 2021 Environmental, Social and
Governance report.

The table below sets out the details of Board meetings attendance of each
Director during the year ended December 31, 2022.
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Number of Board

meetings requiring Number of Board

attendance meetings attended

BHEESY FREHEESS
Director S BRXE BRXE
Executive Directors HITES
Mr. ZHOU Fuyu (Chairman) HE%%E(}/“) 4 4
Mr. ZHANG Yuchen (Chief Executive Officer) RAE(TTBAEE) 4 4
Mr. WEN Yong X;iéf‘ﬁi 4 4
Non-executive Director FETES
Mr. PAN Pan BB 4 4
Independent Non-executive Directors BYFHTES
Mr. CHAN Kam Ching, Paul PREFIZSTAE 4 4
Mr. LU Weidong EEHREE 4 4
Mr. CHEN Chen BR= A4 4 4

In 2022, the Company convened and held one general meeting, beingthe R-ZT— —4% » ARFR BRI KRBT RIEAE - B

2022 annual general meeting held on May 31, 2022. All of the Directors
by then namely Mr. ZHOU Fuyu, Mr. ZHANG Yuchen, Mr. WEN Yong, Mr.
PAN Pan, Mr. CHAN Kam Ching, Paul, Mr. LU Weidong and Mr. CHEN
Chen, attended the general meeting.
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BOARD INDEPENDENCE

The Company has established mechanisms to ensure independent views
and inputs are available to the Board and such mechanisms will be
reviewed annually by the Board. In March 2023, the Board has reviewed
the implementation and effectiveness of the following mechanisms at the

Board meeting:

(a

Three out of the seven Directors are independent non-executive
Directors, which exceeds the requirement of the Listing Rules that
at least one-third of the Board are independent non-executive
directors.

The Nomination Committee will assess the independence of a
candidate who is nominated to be a new independent non-executive
director before appointment and the continued independence of
the current long-serving independent non-executive Directors on an
annual basis. All independent non-executive Directors are required to
submit a written confirmation to the Company annually to confirm
the independence of each of them and their immediate family
members, and their compliance with the requirements as set out in
the Rule 3.13 of the Listing Rules.

All Directors are entitled to retain independent professional advisors
as and when it is required.

All Directors are encouraged to express their views in an open and
candid manner during the Board/Board Committees meetings.

The Chairman of the Board will meet with the independent non-
executive Directors at least annually without the presence of the
executive Directors.

A Director (including independent non-executive Directors) who has
material interest in any contract, transaction or arrangement shall
abstain from voting and not be counted in the quorum on any Board
resolution approving the same.

No equity-based remuneration with performance-related elements
will be granted to independent non-executive Directors.
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DIVERSITY POLICY

The Board continuously seeks to enhance its effectiveness and to maintain
the highest standards of corporate governance and recognizes diversity at
Board level as an essential element in maintaining competitive advantage
and sustainable development. In designing the Board’s composition, Board
diversity has been considered from a number of perspectives, including
but not limited to gender, age, cultural and educational background,
industry experience, technical and professional skills and/or qualifications,
knowledge, length of services and time to be devoted as a director. The
Company will also take into account factors relating to its own business
model and specific needs from time to time. The ultimate decision will
be based on merit and contribution that the selected candidates will
bring to the Board, having due regard to the needs of the Board without
focusing on a single diversity aspect. The Board will take opportunities to
increase the proportion of female members when selecting and making
recommendation on suitable candidates for appointments of directors and
targets to appoint at least a female director no later than 31 December
2024, with the ultimate goal of achieving gender parity. We will ensure
that there is a gender diversity when recruiting staff at mid to senior
level and are committed to providing career development opportunities
for female staff so that we will have a pipeline of potential successors
to our Board both within such timeline and in the future. The Board
also aspires to have an appropriate proportion of Board members with
different industry backgrounds, such as legal, financial and investment
professionals.

The Board strives to ensure that it has the appropriate balance of skills,
experience and diversity of perspectives that are required to support
the execution of its business strategies and in order for the Board to be
effective.

The Nomination Committee of the Company will report annually on
the Board’s composition under diversified perspectives, monitor the
implementation of the policy and review the effectiveness of the policy.
The Nomination Committee will discuss any policy’s revisions that
may be required, and recommend any such revisions to the Board for
consideration and approval.
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As at December 31, 2022, the ratio of male and female employees of the
Group was 3:7 and all of the Company’s senior management were male.
As mentioned above, we will ensure that there is a gender diversity when
recruiting staff at mid to senior level and are committed to providing
career development opportunities for female staff so that we will also
have a pipeline of potential successors to our senior management.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code
provision A.2.1 in Part 2 of the Code. The Board reviewed 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 Code and disclosure
in this Corporate Governance Report.

BOARD COMMITTEES

The Company has four principal Board committees, namely the Audit
Committee, the Nomination Committee, the Remuneration Committee
and the Strategic Development Committee. Each of the Board committees
operates under its terms of reference. The terms of reference of the Board
committees are available on the website of the Company and that of the
Stock Exchange.

Audit Committee

The Company established an Audit Committee with written terms of
reference in compliance with Rule 3.21 of the Listing Rules and the Code
as set out in Appendix 14 to the Listing Rules. The Audit Committee
consisted of three members, namely Mr. CHAN Kam Ching, Paul, Mr. LU
Weidong and Mr. CHEN chen, our independent non-executive Directors;
in which Mr. CHEN chen was the chairman of the Audit Committee
who possessed the appropriate professional qualifications. The primary
duties of the Audit Committee are to assist the Board in providing an
independent review and supervision of the effectiveness of the Group’s
financial and accounting policies, to review the financial controls, risk
management and internal control systems of the Company, to oversee
the audit process, and to perform other duties and responsibilities as
delegated by the Board.
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During the year ended December 31, 2022, the Audit Committee held
three meetings, at which the Audit Committee considered and approved
the proposals of Company’s 2021 annual report, 2021 annual results
announcement, 2022 interim report, 2022 interim results announcement
and the report on audit plan for the year of 2022 by Ernst & Young, the
external auditor of the Company. The Audit Committee also assessed
the risk management and internal control measures, as well as the
effectiveness of the internal audit function, of the Company.

The table below sets out the details of meetings attendance of each
member of the Audit Committee during the year ended December 31,
2022.
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Number of meetings Number of

requiring attendance meetings attended

Director = FELHEERRE BHEEBERE

Mr. CHEN Chen BRESEE 3 3

Mr. CHAN Kam Ching, Paul PREFIZSEAE 3 3

Mr. LU Weidong ERREE 3 3
Nomination Committee REZEES

The Company established a Nomination Committee with written terms of
reference in compliance with the Code as set out in Appendix 14 to the
Listing Rules. The Nomination Committee consists of two independent
non-executive Directors, being Mr. LU Weidong and Mr. CHEN chen, and
one executive Director, being Mr. ZHOU Fuyu, who is the chairman of the
Nomination Committee. The primary duties of the Nomination Committee
are to make recommendations to our Board on the appointment and
removal of Directors.

During the year ended December 31, 2022, the Nomination Committee
held one meeting, at which the Nomination Committee reviewed
the proposals of the Board structure, the diversity policy of the Board
members, the independence of the non-executive Directors, the
recommendation of re-election of the retiring Directors.
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The Nomination Committee is responsible for reviewing and assessing
the composition of the Board and the independence of the independent
non-executive Directors and making recommendations to the Board on
appointment and removal of Directors. In recommending candidates
for appointment to the Board, the Nomination Committee will consider
candidates on merit against objective criteria and with due regards
to the benefits of diversity on the Board. The Company has adopted
a nomination policy (the “Nomination Policy”), which sets out the
approach to guide the Nomination Committee in relation to the selection,
appointment and re-appointment, and diversification of the Directors.
Diversity of the Board will be considered from a number of perspectives,
including but not limited to gender, age, cultural and educational
background, industry experience, technical and professional skills and/
or qualifications, knowledge, length of services and time to be devoted
as a director. The Company will also take into account factors relating
to its own business model and specific needs from time to time. The
ultimate decision will be based on merit and contribution that the selected
candidates will bring to the Board.

The table below sets out the details of meeting attendance of each
member of the Nomination Committee during the year ended December
31, 2022
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Number of meetings Number of

requiring attendance meetings attended

Director o= EHEESRRE EHEERAH
Mr. ZHOU Fuyu EEHEE 1 1
Mr. LU Weidong EEREE 1 1
Mr. CHEN Chen BREEAE 1 1
This nomination policy adopted by the Company that has become AN G FTEEANIZZBUE —hEF—HA—RA4%

effective on January 1, 2019 aims to set out the approach to guide the
Nomination Committee in relation to the election, appointment and
re-appointment of the Directors. It aims to ensure that the Board has
a balance of skills, experience, knowledge and diversity of perspectives
appropriate to the requirements of the Company’s business.
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Nomination Process
The Nomination Committee will recommend to the Board for the

appointment of a Director in accordance with the following procedures
and process:

(a

The Nomination Committee will, giving the consideration to the
current composition and size of the Board, develop a list of desirable
skills, perspectives and experience at the outset to focus the search
effort on suitable candidates;

The Nomination Committee may consult any source it deems
appropriate in identifying or selecting suitable candidates, such as
referrals from existing Directors, advertisements, recommendations
from an independent agency firm and proposals from shareholders
of the Company with due consideration given to the criteria;

The Nomination Committee may adopt any process it deems
appropriate in evaluating the suitability of the candidates, such as
conducting interviews, background checks, presentations and third-
party reference checks;

Upon considering a candidate suitable for the directorship, the
Nomination Committee will hold a meeting and/or by way of written
resolutions to, if thought fit, approve the recommendation to the
Board for appointment;

The Nomination Committee will thereafter make the recommendation
to the Board in relation to the proposed appointment and the
proposed remuneration package; and

The Board will have the final authority on determining the selection
of nominees and all appointment of Directors will be confirmed by
the filing of the consent to act as Director of the relevant Director
(or any other similar filings requiring the relevant Director to
acknowledge or accept the appointment as Director, as the case
may be).
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Remuneration Committee

The Company established a Remuneration Committee with written terms
of reference in compliance with Rule 3.25 of the Listing Rules and the
Code as set out in Appendix 14 to the Listing Rules. The Remuneration
Committee consisted of three members, being two independent non-
executive Directors, namely Mr. CHEN chen and Mr. LU Weidong, and one
executive Director, namely Mr. ZHANG Yuchen; in which Mr. CHEN chen
was the chairman of the Remuneration Committee. The primary duties of
the Remuneration Committee are to establish and review the policy and
structure of the remuneration for the Directors and senior management
and make recommendations on employee benefit arrangement.

The Remuneration Committee has adopted the model described in code
provision E.1.2(c)ii) in Part 2 of the Code in its terms of reference.

During the year ended December 31, 2022, the Remuneration Committee
held one meeting, at which the Remuneration Committee reviewed and
approved the proposals of remuneration of the Directors and senior
management, the policy and structure of the remuneration for the
Directors and senior management and the modification of its terms of
reference to comply with the latest Code, etc.

The table below sets out the details of meeting attendance of each
member of the Remuneration Committee during the year ended
December 31, 2022.
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Number of meetings Number of

requiring attendance meetings attended

Director 2= EHEERRE EHESRXRE

Mr. CHEN Chen BREEAE 1 1

Mr. LU Weidong EEREE 1 1

Mr. ZHANG Yuchen RFERLE 1 1
Strategic Development Committee RKREREES

The Company also established a Strategic Development Committee
and the Board has adopted the terms of reference for the Strategic
Development Committee. The Strategic Development Committee has
three members, namely Mr. ZHOU Fuyu, Mr. WEN Yong and Mr. ZHANG
Yuchen, our executive Directors, in which Mr. ZHOU Fuyu has been
appointed as the chairman of the Strategic Development Committee. The
primary duties of the Strategic Development Committee are to review and
advise on the mid to long term strategic positioning, development plans
and investment decisions of the Company and make recommendations to
the Board, to monitor and review the implementations of strategic plans,
to advise on major investment projects, merger and acquisitions, brand
strategies or any other material matters which will affect the Company’s
long term development.
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During the year ended December 31, 2022, the Strategic Development
Committee held one meeting, at which the Strategic Development
Committee considered proposals for mid to long term strategic
positioning, development plans and investment decisions of the Company,
brand strategies, etc.

The table below sets out the details of meeting attendance of each
member of the Strategic Development Committee during the year ended
December 31, 2022.
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Number of meetings Number of
requiring attendance meetings attended
Director 2= EHEERRE SHESRAH
Mr. ZHOU Fuyu A=t 1 1
Mr. WEN Yong NBEA 1 1
Mr. ZHANG Yuchen RTELLE 1 1

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules as its code of conduct regarding directors’ securities
transactions. All Directors have confirmed, following specific enquiry by
the Company, that they have complied with the Model Code during the
year ended December 31, 2022.

EXTERNAL AUDITOR

Ernst & Young is appointed as the external auditor of the Company.

For the year ended December 31, 2022, the remuneration paid to Ernst
& Young in respect of audit services and non-audit services amounted
to RMB2,400,000 and RMB 196,000, respectively. The main non-audit
services provided by the external auditors include advisory service related
to environment, social and governance.

ACCOUNTABILITY AND AUDIT

The Directors are responsible for overseeing the preparation of the
consolidated financial statements which give a true and fair view of the
state of affairs of the Group and of the results and cash flow during
the reporting period. A statement from the auditor about its reporting
responsibilities on the consolidated financial statements is set out on
pages 83 to 85 of this annual report. In preparing the consolidated
financial statements for the year ended December 31, 2022, the Directors
have selected suitable accounting policies and applied them consistently,
made judgments and estimates that are prudent, fair and reasonable and
prepared the consolidated financial statements on a going concern basis.
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INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective internal
control and risk management systems in order to safeguard the Group’s
assets and its shareholders’ interests and reviewing the effectiveness of
the Group's internal control and risk management systems on an annual
basis so as to ensure that internal control and risk management systems
in place are adequate. The internal control and risk management systems
are implemented to manage, rather than eliminate, the risks to which
the Group is exposed. The systems therefore serve to provide reasonable
but not absolute assurance against material misstatements or losses. The
Company also has an internal audit function which primarily carries out
the analysis and independent appraisal of the adequacy and effectiveness
of the issuer’s risk management and internal control systems, and reports
their findings to the Board on, at least, an annual basis. Any material
internal control defects, should they be identified, are required to be
promptly escalated to senior management or the Board as appropriate,
and remediation plans executed accordingly.

The Group’s internal control system includes a well-established
organizational structure with clearly defined lines of responsibility and
authority. The day-to-day departmental operations are entrusted to
individual department which is accountable for its own conduct and
performance and is required to operate its own department’s business
within the scope of the delegated authority and to implement and strictly
adhere to the strategies and policies set by the Company from time to
time. Each department is also required to keep the Board informed of
material developments of the department’s business and implementation
of the policies and strategies set by the Board on a regular basis.

During the year ended December 31, 2022, the Board has reviewed
once on the effectiveness of the internal control and risk management
systems of the Group to ensure that a sound system is maintained and
operated by the management in compliance with the agreed procedures
and standards. The review covered all material controls, including
financial, operational and compliance controls and risk management
functions. In particular, the Board considered the adequacy of resources,
staff qualifications and experience, training programs and budget
of the Company’s accounting, internal audit and financial reporting
functions. The review was made by discussions with the management
of the Company, its external and internal auditors and the assessment
conducted by the Audit Committee. The Board believes that the existing
internal control and risk management systems are adequate and effective,
in particular, for financial reporting and Listing Rules compliance.
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INSIDE INFORMATION

With respect to procedures and internal controls for the handling and
dissemination of inside information, the Company takes seriously of its
obligations under Part XIVA of the Securities and Futures Ordinance and
the Listing Rules. The Company has adopted a Continuous Disclosure
Compliance Policy which sets out guidelines and procedures to the
Directors and officers of the Group to ensure inside information of
the Group is to be disseminated to the public in equal and timely
manner. Briefing session is held regularly for officers to facilitate their
understanding and compliance with the policy.

SHAREHOLDERS' RIGHT

The Company was incorporated in the Cayman Islands. The Board may
whenever it thinks fit to convene general meetings. Pursuant to the
articles of association of the Company, general meetings shall also be
convened on the written requisition to the Board or the secretary of the
Company of any one or more members of the Company holding at the
date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings of
the Company. Such meeting shall be held within two (2) months after the
deposit of such requisition. If within 21 days of such deposit the Board
fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may convene the general meeting in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to them by the Company.

To safeguard Shareholders’ interests and rights, separate resolutions
are and will be proposed at general meetings on each substantial issue,
including the election of individual Directors.

Zhou Hei Ya International Holdings Company Limited
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The procedures for Shareholder to propose a person for election as a
director are available on the Company’s website (www.zhouheiya.cn).
Shareholders may lodge their written proposals to the company secretary
of the Company at 40th Floor, Dah Sing Financial Centre, No. 248
Queen’s Road East, Wanchai, Hong Kong, provided that the minimum
length of the period, during which such written notice is given, shall be at
least seven days and that the lodgment of such notice shall commence no
earlier than the day after the dispatch of the notice of the general meeting
appointed for such election and end no later than seven days prior to the
date of such general meeting. In order to ensure that other Shareholders
would have sufficient time to receive and consider the information of
the person proposed for election as a Director, Shareholders are urged
to lodge their written notice of their intention to propose a person for
election as a Director as early as practicable in advance of the relevant
general meeting and, in any case, not less than 12 business days (as
defined in the Listing Rules, i.e. day(s) on which the Stock Exchange is
open for business of dealing in securities) before the date scheduled for
holding the relevant general meeting, so that the Company can complete
the verification procedure with the Company’s share registrar, and
procure the publication of an announcement and/or the dispatch of a
supplementary circular to Shareholders in compliance with the applicable
requirements under the Listing Rules. In the event that any such written
notice is received by the Company later than the 12th business day
before the date of holding the relevant general meeting, the Company
will need to consider whether to adjourn the relevant meeting so as to
give Shareholders a notice of at least 10 business days of the proposal in
accordance with the Listing Rules.

SHAREHOLDERS' COMMUNICATION POLICY

The Company is committed to promoting and maintaining transparent,
accurate and open communication with its shareholders and other
stakeholders. It has adopted the Shareholders Communication Policy
to streamline policies and procedures for provision of appropriate and
timely information about the Company to the shareholders, as well
as for them to engage actively with the Company and to exercise
their rights as shareholders in an informed manner. According to the
Shareholders Communication Policy, information of the Company shall be
communicated to its shareholders mainly through annual reports, interim
reports, annual general meetings and other general meetings that may be
convened, as well as other publications and corporate communications on
the website of the Company and the website of the Stock Exchange. The
Shareholders Communication Policy is available on the Company’s website
(www.zhouheiya.cn).
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Enquiries about the Company may be put to the Board by contacting the
Company or directly by raising the questions at an annual general meeting
or extraordinary general meeting of the Company. The contact details of
the Company are set out in the Company’s website (www.zhouheiya.cn).
Shareholders can also direct their enquiries about their shareholdings to
the Company’s Hong Kong share registrar, Computershare Hong Kong
Investor Services Limited, whose address is Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong. These
channels allow the Company to receive feedback from its shareholders
and investment community.

The Board regularly reviews the Shareholders Communication Policy to
ensure its implementation and effectiveness and to reflect current best
practices in communications with the shareholders and the investment
community. The most recent review was conducted in March 2022
and the effectiveness of the Shareholders Communication Policy was
confirmed.

CONSTITUTIONAL DOCUMENTS

During the year ended December 31, 2022 and up to the date of this
annual report (i.e. March 31, 2023), there is no any change in the
Company’s memorandum and articles of association. The Company’s
memorandum and articles of association are available on the website of
the Company (www.zhouheiya.cn) and that of the Stock Exchange.
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Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

EY::

Independent Auditor’s Report

To the shareholders of Zhou Hei Ya International Holdings
Company Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Zhou Hei
Ya International Holdings Company Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 86 to 215, which comprise
the consolidated statement of financial position as at 31 December 2022,
and the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including 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.
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We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.

Zhou Hei Ya International Holdings Company Limited
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Key audit matter How our audit addressed the key audit matter
BERERSE TERNELRNMEEERERSEE

Revenue recognition

Yoz iR

The Group is principally engaged in the production and sale
of casual braised food. The timing of revenue recognition of
the sale of goods is when the performance obligation of the
sale or delivery of goods are satisfied at a point in time. There
is risk inherently revenue recorded based on the fact that the
Group earns revenue primarily through an extensively self-
operated and franchised retail store network. For the year
ended 31 December 2022, the Group’s consolidated revenue
amounted to RMB2,343,353,000. Revenue recognition was
of most significance in our audit of the consolidated financial
statements for the current year.

EEETFERELERHERABRNRR - EREERER
AREEIRNEANBITRAE —HEEERRNER - &
R BEBEFZEFARTHEE RIFHLEETE/ERBHRI
W2 2T FISNREEEEERK BE_T ==
F+ZA=1+—HIEFE  BEENGREKEAARYE
2,343,353,0007T ° WitEREESH A FELE P RERD
BN SHEE °

The accounting policy relating to revenue recognition is
disclosed in note 2.4 to the financial statements and the details
of revenue are disclosed in note 5 to the financial statements.

W R R ERE & 5 BURR B IS SRR M 32 4 ER - e rORT
BN IR SR -

We reviewed and assessed the Group's revenue recognition
policy across various sales channels, including franchised
network, based on review of customer contracts.

EFBABEERFANEN NG ;mlﬁﬁfﬂﬁ S
(B HEERR) RIMREERER

We also obtained an understanding of the transaction process
of revenue recognition and tested the relevant controls
relating to the process to substantiate our reliance of internal
controls for revenue recognition.

EEETHRRGEERNZ 5B - WRIHERBENHRE
B - AR EESRUERTERR T 5 A AP SRR -

oy

We performed analytical procedures on the Group's revenue
by different channels, by type of retailing store, by major
category of products and by month. And we recalculated the
franchise fees recognised during the year.

BEERTANRE TEHENERE  TZERERIRA
o 8 BERENRSETHTER - BEFEMAERSF
NEERRFFEER -

We performed revenue cut-off procedures as well as tests
of details across various sales channels, including franchised
network, on a sampling basis, as part of our substantive audit
procedures.

FRBESEEEREFN— 3\'£¥ﬁﬁWA@¢ﬁr‘
I%MﬂTH%%x (BREEHRERK) AHETR

We have sent confirmations to franchisees on a sampling basis
to check the revenue from goods sold to the franchisees.
HME SRR SR KE - AREE TRIFEEEN

Emb s ETIRE -
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The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon.

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

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

The directors of the Company 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 of the
Company 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 of
the Company either intend to liquidate the Group or to cease operations
or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s financial
reporting process.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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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. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

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 scepticism throughout the audit.
We also:

o 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.

o 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.

EFNEERARERRERAVMBREREE T FE
m%%ﬁifﬁﬁ%ﬁﬁgﬂéﬁ%ﬁﬁL'I%ﬁ
HEBSEANREERE - EENHREER MT
((ERER)WE BRI AREFELMEN - &
FAGRAHREARFUEMEAMA T E _ESAIEEM
BfE-

BIRETBEREBRESE BT ERBEEBRECE
J”“m%ﬁlﬁﬂ%?ﬁ%ﬁTEMEﬁﬁﬁﬁ
At o SERRFRR PRI ERFEREERR - i (ERI R EE RN
@ﬁ%\ﬂTT%gﬁﬁﬁﬁﬁﬁéW%ﬁﬁﬁﬁm
EORTERS - BISAR RE AR ERAL o

REBBRBENETERR - EFERTXHE -
REEELBETRFERRRERE - FF

o BRI MEHEARA MBS RA AR REF R MG
B AR AR - HRLERBRRE KT
BRZEF  BERARLEEEREEABENE
SREER - AREFESRARBE  BE &
2ER - %%ﬁ’\&*ﬁ%ﬁ%*””?ﬂ*m i EIAREE
IR AU ER ) B R SR AR R AL LB BURBE IR AR
%ﬁﬁﬁgﬁmékﬁﬁﬁLﬂ@Emo

o  THREFEZABNARES - URFTRENER
B B IEEES ﬁ%@ﬁ%%ﬂ%ﬁﬂ&
BERER -

ERBEREZERERAR
2022 &

83



Independent Auditor’s Report ¥ 3 #% 2Bl &

o Evaluate the appropriateness of accounting policies used and the o HIhFTAEBERLTRE  UWRESZMEE:ET
reasonableness of accounting estimates and related disclosures HERIEBEESLAIE -
made by the directors.

. Conclude on the appropriateness of the directors’ use of the going o MEEENANFELLAEMNESIERD

concern basis of accounting and, based on the audit evidence BE > WIREBEDENNEZRE  BERDS
obtained, whether a material uncertainty exists related to events H ESEEFELLEHRENEREARBNEG
or conditions that may cast significant doubt on the Group’s ability FEREBEATETRHE - (NESHERAETZE
to continue as a going concern. If we conclude that a material BEATREARE  BESERZEMBEFRIRDE
uncertainty exists, we are required to draw attention in our auditor’s BLEAMERRANNIEEER T - S nRAH
report to the related disclosures in the consolidated financial WETE  AHETEENER - TEMNERUAE
statements or, if such disclosures are inadequate, to modify our EREENRE BT ESERE AR -
opinion. Our conclusions are based on the audit evidence obtained AREBHN BRI EE BEEETHAEERE
up to the date of our auditor’s report. However, future events or LREEEIBE S o

conditions may cause the Group to cease to continue as a going

concern.

o Evaluate the overall presentation, structure and content of the o FIhRAEBBHK(BIEEEHE)EREET|HR
consolidated financial statements, including the disclosures, and BERAR  LAREGEETBRRELE AL R
whether the consolidated financial statements represent the R5|FRBEK S REIE o

underlying transactions and events in a manner that achieves fair
presentation.

AR BRAFE ANV BEFER
EHNEZERR  URGAMBRRERE
FHEAERRE  EERATRENEZT
EERBENBRERARELHEE -

o Obtain sufficient appropriate audit evidence regarding the financial e Tt BEHEH
information of the entities or business activities within the Group to 7 )
express an opinion on the consolidated financial statements. We are 8o
responsible for the direction, supervision and performance of the Ve

AN
/!

group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other EZHEEZEZE e (EdREE)E=ZTIEN2ZIEE
matters, the planned scope and timing of the audit and significant audit  REREZHE R EAEZIEE - BFEE SN SR
findings, including any significant deficiencies in internal control that we  BIlHH A EB32 I 49 (F{a] E A BRIGE 3 o

identify during our audit.

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is LAM Wai Ming, Ada.

Ernst & Young

Certified Public Accountants
Hong Kong

31 March 2023
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Year ended 31 December 2022 HE T - —F+-_A=+—HIFE

2022 2021
—E-CF B4
Notes RMB’'000 RMB’000
g AR¥TT AREETTT
REVENUE &= 5 2,343,353 2,869,963
Cost of sales SHE R AR (1,053,869) (1,211,570)
Gross profit EF 1,289,484 1,658,393
Other income and (losses)/gains, net H W AR (E518), /WS F 58 5 56,617 219,627
Finance costs % E R 6 (58,403) (60,073)
Selling and distribution expenses HENDHEEY (930,509) (1,084,919)
Administrative expenses 1THRAX (310,416) (309,610)
Share of profits and losses of associates 7 {f H 2 /A A] % Fl| L2 &5 18 7,958 27,572
PROFIT BEFORE TAX BR%% A2 Al 7 54,731 450,990
Income tax expense FriSHi 2 10 (29,448) (108,566)
PROFIT FOR THE YEAR FRER 25,283 342,424
Attributable to: VAR FEMG -
Owners of the parent NRER A 25,283 342,424
EARNINGS PER SHARE ATTRIBUTABLE &4 A& EREHIEHE AW
TO ORDINARY EQUITY HOLDERS OF #&REF|
THE PARENT 12
Basic and diluted (RMB) HEARES(ARE) 0.01 0.15
PROFIT FOR THE YEAR F R 25,283 342,424
OTHER COMPREHENSIVE INCOME/  HthZ2EWKA (ER)
(LOSS)
Other comprehensive (loss)/income that ~ ARE4 B Al seEFH HIEE
may be reclassified to profit or loss in BamEmEm(EE)
subsequent periods: N
Exchange differences: ME N ZE5E
Exchange differences on translation of &GN EFSHIE 1 =58
foreign operations (10,390) 6,635
Net other comprehensive (loss)/income BERHAE R R EFI D IESE
that may be reclassified to profit or loss TE SHE M2 (EE),
in subsequent periods WA FRE (10,390) 6,635
Other comprehensive income/(loss) that ¥ T~ @R kE4 HIRIES HEE
will not be reclassified to profit or loss BREHMEEWRA
in subsequent periods: (EB8) :
Translation from functional currency to ~ FINALEHEIGE T 25| 5K
presentation currency 63,097 (29,351)
Net other comprehensive income/(loss) T REEREIBERDIES
that will not be reclassified to profit or Tﬁmﬂ’]ﬁmiﬁﬂﬁlk/ (E18)
loss in subsequent periods R 63,097 (29,351)
OTHER COMPREHENSIVE INCOME/  F£RHEMEEBA /(i)
(LOSS) FOR THE YEAR 52,707 (22,716)
TOTAL COMPREHENSIVE INCOME FREZEBALEE
FOR THE YEAR 77,990 319,708
Attributable to: AR B -
Owners of the parent UNGIEZ =N 77,990 319,708

Zhou Hei Ya International Holdings Company Limited
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31 December 2022 —E=-—F+=-A=+—H

2022 2021
—EC-C8F —E -4
Notes RMB’'000 RMB’000
i ARET T AREETTT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB MK 13 1,446,270 1,438,185
Right-of-use assets EREEE 14(a) 438,809 481,026
Prepayments, other receivables and TERTFRIE  Ho A pEGRIE &
other assets Hih&E 15 29,047 37,530
Rental deposits HEZES 94,195 94,575
Other intangible assets Hibhmp & e 16 19,034 25,282
Investments in associates REEE RN FAIRE 17 633,246 569,271
Other financial assets at fair value EATER AEED
through profit or loss Efh e mEE 22 120,000 120,000
Equity investments designated at fair value #57F A% A FET A EM 2 E
through other comprehensive income WA 2 IR E 18 2,500 -
Deferred tax assets EEFIBEE 29 105,106 84,145
Total non-current assets EREBEERE 2,888,207 2,850,014
CURRENT ASSETS RBEE
Inventories FE 19 280,726 321,937
Trade receivables B 5 W GRIE 20 56,037 73,571
Prepayments, other receivables and TERTFRIE « H A ERGRIE R
other assets Hi&EE 21 136,066 172,860
Structured deposits EEMETER 22 307,546 454,499
Other financial assets at fair value RN FER ABRA
through profit or loss Hih SR EE 22 717,189 662,809
Restricted cash ZRHIIRE 23 100,000 =
Cash in transit TEER e 23 700 1,092
Cash and bank balances B4 NIRRT RN EH 24 1,245,248 2,101,253
Total current assets REBEERE 2,843,512 3,788,021
CURRENT LIABILITIES Dk b=V
Trade payables B S FRIE 25 107,444 77,933
Other payables and accruals Hib e REREEA 26 395,426 466,432
Derivative financial instruments TTESMTEA 27 16,857 34,278
Interest-bearing bank borrowings FTERITRER 28 160,000 50,000
Government grants R THE BN 30 2,283 2,372
Lease liabilities HEEE 14(b) 199,543 189,551
Income tax payable FERTERISHR 33,016 46,346
Total current liabilities BB EEE 914,569 866,912
NET CURRENT ASSETS REBEERE 1,928,943 2,921,109
TOTAL ASSETS LESS CURRENT BEERRBAE
LIABILITIES 4,817,150 5,771,123
BRBERERERAR
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Consolidated Statement of Financial Position 43 & B & HA 3=
31 December 2022 —E=—=—%+=-A=+—H

2022 2021
—EC-C8F —E -4
Notes RMB’'000 RMB’000
FosE ARET T AREETTT
NON-CURRENT LIABILITIES FREEE
Other payables and accruals HinE B ke E R 26 32,850 36,105
Convertible bonds AR ES 27 439,679 1,233,353
Government grants T BN 30 49,474 51,298
Deferred tax liabilities RERIBRE 29 56,134 55,409
Lease liabilities HEaE 14(b) 150,704 184,650
Total non-current liabilities FREBEERE 728,841 1,560,815
NET ASSETS EEFE 4,088,309 4,210,308
EQUITY =
Equity attributable to owners of BATREE AEEER
the parent
Share capital e 31 16 16
Treasury shares EFERAD 31 (324,459) (341,445)
Reserves & 33 4,412,752 4,551,737
TOTAL EQUITY R 4,088,309 4,210,308
Director Director
EE EE
Zhou Fuyu Zhang Yuchen
BAEw RFE

Zhou Hei Ya International Holdings Company Limited
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Year ended 31 December 2022 HE T - —F+-_A=+—RHIEE

Attributable to owners of the parent

BARERAEL
Share-based  Exchange
Share  Treasury Share Merger ~ Statutory  payment fluctuation  Retained Total
capital shares  premium* reserve* reserve* reserve* reserve* profits* equity
HRGAER  EXRE
ke BERG ROEEr  AERE  iREE  REE fife  REERN fis
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARMTR ARETR ARBTR ARMTR ARMTr ARETR AR%TR  ARETR
At 1 January 2022 R-B-ZE-F-H 16 (341,445 1,434,892 12,500 110,531 26,998 (59,059)  3,025875 4210308
Profit for the year Gyl - - - - - - - 25,283 25283
Exchange differences related to  JE5\ EBHENES 28
foreign operations - - - - - - 52,707 - 52,707
Total comprehensive income EREERAER
for the year - - - - - - 52,707 25,283 77,990
Final 2021 dividend paid BREN-E-—FXIRE - - (236289) - - - - - (236,.286)
Equity-settled share-based IESEE R AR
payment arrangement e - - - - - 32,768 - - 32,768
Exercise of share-based awards  T{ELARA T H1EER) - 16,986 5,092 - - (18,549) - - 3,529
Transfer from retained profits &R B RERF - - - - 14,170 - - (14,170) -
At 31 December 2022 RW-E--%+-R
=t-A 16 (324459) 1,203,698 12,500 124,701 n21 (6352) 3,036,988 4,088,309

* These reserve accounts comprise the consolidated reserves of &
RMB4,412,752,000 (2021: RMB4,551,737,000) in the consolidated statement
of financial position as at 31 December 2022.

ZERBERER-_Z__F+=_A=1+—0%
BRI R WA R #4,412,752,0007T(—ZE =

AR¥E4,551,737,00070 ) 454 {E ©

AN =}
_ﬁg .
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Consolidated Statement of Changes in Equity 4r S e B BN R
Year ended 31 December 2022 & Z —ZE -~ +_-A=+—HILEE
Attributable to owners of the parent
SN YN
Share-based Exchange
Share Treasury Share Merger Statutory payment fluctuation Retained Total
capital shares  premium* reserve* reserve* reserve* reserve* profits* equity
DAR(R A EHRE
Br EGRD  BROEE  AFEE  AERE  JHHGEE fE RERRN BER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETn  ARETR  ARETT  ARETn  ARETT ARETT  ARETR
At 1 January 2021 R-E--%-8-A 16 (263525 1,589,295 12,500 90,91 4928 (36,343) 2,703,021 4,100,853
Profit for the year R = = = - - - - WMAM 34
Exchange differences related to  JE5\ EBHENES 28
foreign operations - - - - - - (22,716) - (22,716)
Total comprehensive income EREERAER
for the year - - - - - - (22,116) 302,424 319,708
Final 2020 dividend paid BRI-Z-2FRERE = - (154668) = = = = - (154668)
Equity-settled share-based IESEE R AR
payment arrangement e - - - - - 26,797 - = 26,797
Exercise of share-based awards /7RG HE1EE - 5,366 265 = - (@,727) = = 904
Repurchase of shares BERG - (83,286) - = - = - = (83.286)
Transfer from retained profits ~~ EB&ABRZRF - - - - 19,570 - - (19,570) -
At 31 December 2021 R=B=-%1ZR
=t+-H 16 (341,445 143489 12,500 110,531 26,998 (59,059)  3,025875 4210308

Zhou Hei Ya International Holdings Company Limited
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Year ended 31 December 2022 HE T - —F+-_A=+—RHIEE

2022 2021
—EC-CF — T4
Notes RMB’000 RMB’000
i AR¥F T AREETTT
CASH FLOWS FROM OPERATING RETHABRSHE
ACTIVITIES
Profit before tax BRE AR T 54,731 450,990
Adjustments for: AT EIEH
Finance costs W& 6 58,403 60,073
Share of profits and losses of associates 53/ B 44 1\ &3 F B 548 (7,958) (27,572)
Depreciation of property, plant and W - R NRETE
equipment 13 129,556 124,700
Depreciation of right-of-use assets FRAEEENE 14 253,427 268,555
Covid-19-related rent concessions REHBANEFTHARE
from lessors HEEMESER 14 (34,790) (6,580)
(Gain)/loss on modification of lease, net  HEF AEEE (M), EiE 14 (13,458) 9,980
Impairment of right-of-use assets FREEERE 14 20,312 24,281
Amortisation of other intangible assets  Efth 77 & 2 i 16 12,551 9,319
Interest income from bank deposits HRITIF R S A 5 (34,276) (60,906)
Interest income from structured deposits A5 #& 117 ZF B UL A 5 (13,796) (6,826)
Interest income from other financial }ﬁ@?ﬁaﬁ\?ﬁmﬂ@ﬁtﬁﬂ
assets at FVTPL SREEMNFSKA 5 (19,606) (39,148)
Interest income from a loan to an A — B N B IR HE R
associate AMEHA 5 (158) =
Fair value gain on structured deposits BAF AT ABmt BRAEE
at FVTPL HEERE A FER S 5 (1,421) (6,125)
Fair value loss on other financial assets ~ 1ZAF(EET AJB2EET 2 HIH A
at FVTPL SRMEENQATERSE 5 6,408 7,719
Fair value loss/(gain) on derivative SRMITANAFERER
instruments — embedded derivative (Uzs) — Al fES
component of convertible bonds WARLTERL D 5 2,731 (14,474)
Fair value gain on derivative instruments ~ $74 T BB A FEWES
— transactions not qualifying as THEAEHERA
hedges R 5 - (2,330)
Gain on disposal of items of property, REYE  BEMXEER
plant and equipment Wz 5 (1,673) (48,796)
Loss/(gain) on foreign exchange P& 5 = REEE (W)
differences 5 109,074 (14,396)
Equity-settled share option expense LARE 25 45 E LARR () A BB Y
RRFX 7 32,768 26,797
Impairment of trade receivables B S RWGRIE 2 RE 20 5,925 1,335
Gain from early redemption of 2 A i B AT AR (B 25 HY
convertible bonds & (50,913) =
Gain on disposal of a subsidiary SR B A ml i ER 5 - (31,340)
Government grants BT HE B 30 (2,372) (2,372)
505,465 722,884
BRBERERERAR
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Consolidated Statement of Cash Flows Zr IR & RER

Year ended 31 December 2022 HE —_ZE -+ _-_A=+—HILFE

2022 2021
—EC-C8F —E -4
Notes RMB’'000 RMB’000
FosE AR¥F T AREETTT

Decrease/(increase) in cash in transit ERBELRD (8 m) 392 (1,024)

Decrease/(increase) in trade receivables & 5 EWFIERL (3 H0) 11,609 (8,656)

Decrease in prepayments, other TESFRIE - E M EUREIE R

receivables and other assets HiEERD 17,453 13,317

Decrease/(increase) in rental deposits e, /() 380 (4,122)

Decrease/(increase) in inventories TFERL /(% m) 41,211 (66,746)

Increase/(decrease) in trade payables B SR FRIERE I, CRd) 29,511 (8,460)

Decrease in other payables and accruals — E b & 378 & fE=+ & AR (58,371) (1,144)

Cash generated from operations REELENIRS 547,650 646,049

Interest paid EATHLE (16,997) (17,321)

Income tax paid EATFTSH (63,014) (88,894)
NET CASH FLOWS FROM OPERATING & EZEISHESAREFHE

ACTIVITIES 467,639 539,834
CASH FLOWS FROM INVESTING REFEHFERSRE

ACTIVITIES
Receipt of government grants L ER R 5 46 B 30 459 =
Proceeds from derivative instruments PTET BB HIE - 21,747
Proceeds from disposal of financial HERAFEF AR EA

instruments at FVTPL SR T HRFSEHRIE 3,878,465 3,716,600
Proceeds from disposal of structured i E &R TR BT 5RIA

deposits 598,374 673,830
Proceeds from disposal of items of HEWZE - BRFEREHEEE A

property, plant and equipment FriS kA 17,629 67,281
Interest received from bank deposits BRTTIF B A FI B 38,539 57,444
Interest income from structured deposits &1 477 20F S U A 5 13,796 6,826
Interest income from other financial BAFEFABENEM SR

instruments at FVTPL TEMFSHEA 5 19,606 39,148
Purchase of structured deposits IBEABETR (450,000) (890,000)
Purchase of other financial instruments BB 1R A FET ABRAEAM

at FVTPL SET A (3,939,253) (2,779,330)
Purchase of items of property, plant and BEE¥% - ME KR EER

equipment (157,986) (187,223)
Purchase of right-of-use assets BEEAEEE - (17,983)
Additions to other intangible assets HitEEEERE (2,436) (5,961)
Contribution to investments in associates [A]#5% & KB4 44 A B1HE & (77,401) (267,515)
Advances loan to an associate ) — AR & A R B (6,000) =
Contribution to equity investments M AR A FERT AEAM

designated at fair value through other 2 EURA 2 IR E 14

comprehensive income (2,500) -
Capital withdrawal from investments in R & A RR)IRERE

an associate 22,500 15,000
Disposal of a subsidiary i EHTE AR - 43,447
Decrease/(increase) in term deposits of R=1 A _EFHA T EER

maturity over three months B () 1,090,570 (550,940)
NET CASH FLOWS FROM/(USED IN) BREFHRE(FIARE

INVESTING ACTIVITIES MEFE 1,044,362 (57,629)

Zhou Hei Ya International Holdings Company Limited

Annual Report 2022



Consolidated Statement of Cash Flows Zr8 IR & RER
Year ended 31 December 2022 HiZE—E=-—&F+=-A=+—HILEE

2022 2021
—EC-C8F T4
Notes RMB’'000 RMB’000
i AR¥F T AREETTT
CASH FLOWS FROM FINANCING RMEFTHRERSRE
ACTIVITIES
Proceeds from Interest-bearing bank AT ERITIERBFT1S5RIE
borrowings 160,000 100,000
Repayments of interest-bearing bank BEFTRRITER
borrowings (50,000) (450,765)
Dividends paid EIRTARE (236,286) (154,668)
Early redemption of convertible bonds HE R BE [O] AT AR (B 5 (886,534) -
Interest paid BEAFE (16,125) (13,765)
Repurchases of the Company's shares BRIAREIRGN - (83,286)
Proceeds from award of shares under the 1B#55[R HIM&(D Bzt 213 H
restricted share unit scheme B E’]ﬁﬁ?:ar?k 10,614 13,659
Principal portion of lease payments HERNZKHNEAL IS (199,963) (265,358)
(Increase)/decrease in pledged bank BIRIFIRITER (), SR
deposits (100,000) 384,066
NET CASH FLOWS USED IN MEETBMARESREFH
FINANCING ACTIVITIES (1,318,294) (470,117)
NET INCREASE IN CASH AND ReRBSESEYRINFE
CASH EQUIVALENTS 193,707 12,088
Cash and cash equivalents at FUIHRE RIBSEEY
beginning of year 271,493 271,401
Effect of foreign exchange rate [EREEMTE - F58
changes, net 22,341 (11,996)
CASH AND CASH EQUIVALENTS AT  FRKELRALZEY
END OF YEAR 487,541 271,493
ANALYSIS OF BALANCES OF CASH RERRESEYERDM
AND CASH EQUIVALENTS
Cash and cash at banks e RBITEHTR 24 487,541 271,493
BRBERERERAR
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A FE IR AR MY RE

31 December 2022 —E=-—F+=-A=+—H

The Company is an exempted company incorporated in the Cayman
Islands with limited liability under the Companies Law of the Cayman
Islands on 13 May 2015. The registered and correspondence office
of the Company is an office of Intertrust Corporate Services (Cayman)
Limited, located at One Nexus Way, Camana Bay, Grand Cayman
KY1-9005, Cayman Islands. The Company was listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 11 November 2016 (the “Listing”).

The Company is an investment holding company. The Company
and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in the business of casual braised duck-related
food production, marketing and sales (“Zhou Hei Ya Business”) in
the mainland of the People’s Republic of China (the “PRC").

In the opinion of the directors of the Company (the “Directors”),
the ultimate controlling shareholders of the Company are Mr. Zhou
Fuyu and Ms. Tang Jianfang (together known as the “Controlling
Shareholders”).

In the opinion of the Directors, the ultimate holding company of the
Company is Healthy Origin Holdings Limited, which is incorporated
in the British Virgin Islands.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as follows:

EEMBARZER
AATHETEHBARZENT -

Place of
incorporation/

Percentage of
equity interest
attributable to

the Company

registration AR R EAGRA
and business Paid-in @B Principal
Name ML TR capital Direct Indirect activities
=L =ES$:uE BHRA =k B FEER
Mt R REE AR AT PRC/ RMB = 100  Food retailing
Hubei Shiji Yuanjing Mainland China 10 million
Commerce & Trade Co., Ltd.
("Hubei Shiji Yuanjing”)
Mt FE R E AR AT FRED, R B b AREE - 100 BmZTE
([t FEs ) 108 &7T
WMILARBRRTEE PRC/ RMB - 100  Food
BRAR] Mainland China 62.5 million manufacturing
Hubei Zhou Hei Ya Foods
Industrial Park Co., Ltd.
HMILAZBRMITEREGRAT FE FEAH AREE - 100 BmAEE
6258 87T
At e EREREE AR AT PRC/ RMB = 100  Food retailing
Shenzhen Shiji Development Mainland China 80 million
Commerce & Trade Co., Ltd.
ATt AL EEREE AR AR FR B B A, AR - 100 RmZTE
80B BT
LERARERAERAR PRC/ RMB - 100 Food
Shanghai Zhou Hei Ya Mainland China 10 million manufacturing
Foods Co., Ltd.
FEARERmERAT B B A AREE - 100 BRmAEE
108H&7T
BARBERZERERAR

2022 &
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

BEMBLARZER (&)

RRAFNEEMBARFIBENT : (&)

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in E@mBESHE  Principal
Name MR TR capital Direct Indirect  activities
=1 B 3 B BRRA HiZ ME FEXEK
BN EEFZEEARAT PRC/ RMB = 100  Food retailing
Guangzhou Fuxin Xianghe Mainland China 5 million
Commerce & Trade Co., Ltd.
BN EREZEE AR AR B HE R AR - 100 RMTE
SEETT
EEAREHEERAR PRC/ RMB - 100  Food retailing
Shanghai Zhouheiya Mainland China 5 million
Commerce & Trade Co., Ltd.
FBARREEERAA] B B A, AR - 100 BmZTE
SE&ITT
e EREmEERAT PRC/ RMB = 100  Food retailing
Hunan Quanfuyu Mainland China 5 million
Commerce & Trade Co., Ltd.
HEEEREEERAR R B B A, AREE - 100 BmEE
SE&ETT
IEREsEEARAA PRC/ RMB - 100  Food retailing
Jiangxi Yuanjing Mainland China 5 million
Commerce & Trade Co., Ltd.
TP REEARAR B B i AREE - 100 BmZTE
SE&TT
IR AREEEERAR PRC/ RMB = 100  Food retailing
Beijing Zhou Hei Ya Mainland China 5 million
Commerce & Trade Co., Ltd.
IR EAREEERR AR B B i AREE - 100 BmZTE
SE&TT



Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

REMBLRZER(#)
AARMEEMBRARFEOT : ()

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name EMR, TR capital Direct Indirect activities
B 2 it B BRRA HiZ ME FEEK
WL B A B F RIS ER AR PRC/ RMB - 100  Online business
Hubei Huanle Shike Mainland China 1 million
E-commerce Co., Ltd.
WM BLERAETEEARAR  RE RERMD AR - 100 #8 L%
1TAET
EEREEEERAR PRC/ RMB - 100  Food retailing
Henan Zhou Hei Ya Mainland China 5 million
Commerce & Trade Co., Ltd.
A E RS EARAT B B i AR = 100 BmMETE
SE&ETT
LBREEZXARAF PRC/ RMB = 100  Property holding
Shanghai Suo Lei Industrial Mainland China 20 million
Co., Ltd.
FRREFEXERAA HR D, B R AR - 100  #EER
20H&7T
BREREEEERAT PRC/ RMB - 100  Food retailing
Guangdong Zhou Hei Ya Mainland China 5 million
Commerce & Trade Co., Ltd.
EREAREEEERAT R B AREE - 100 RmZTE
SE&IT
REFEBREHEBR AT PRC/ RMB - 100  Food retailing
Tianjin Zhou Hei Ya Mainland China 5 million
Commerce & Trade Co., Ltd.
REEEEEEGRAT BB A AR - 100 BmZTE
SE&ETT
BARBERZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries (Cont'd)

Particulars of the Company’s principal subsidiaries are as follows:

BEMBLARZER (&)

RRAFNEEMBARFIBENT : (&)

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name EMR, TR capital Direct Indirect activities
B 2 it B BRRA HiZ ME FEEK
AL ERBEEEERAR] PRC/ RMB = 100  Food retailing
Zhejiang Zhou Hei Ya Mainland China 2.8 million
Commerce & Trade Co., Ltd.
AT EREEEER AR FR B B A, AREE - 100 RmZTE
28EBTT
T EARESERAT PRC/ RMB - 100  Food retailing
Jiangsu Dashike Mainland China 2.6 million
Commerce & Trade Co., Ltd.
IFHELEESERAR] BB A ARE - 100 RMTE
26B&TT
EERAEBREMARAA PRC/ RMB - 100  Food retailing
Chongging Zhouheiya Mainland China 5 million
Foodstuff Co., Ltd.
EERARBREMERAA R B B A, AREE - 100 BEmZEE
SE&ETT
[BRISIZR (B8) BRAA PRC/ HK$1 - 100  Investment
Zhou Hei Ya Holdings Hong Kong holding
(Hong Kong) Limited
FRBER(FE)BERAT HE BB BT - 100 EEERK
BRI ER A A British Virgin usD 100 —  Investment
Zhou Hei Ya Holdings Islands 5,000 holding
Company Limited
A REERER AT REBRIEE 5,000% 7T 100 - REER

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

REMBLRZER(#)
AARMEEMBRARFEOT : ()

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name MR TR capital Direct Indirect  activities
=1 & 33 B BHRA B B FEER
HILEARBERBR AR PRC/ RMB - 100  Investment
Hubei Zhou Hei Ya Mainland China 10 million holding
Management Co., Ltd.
LA REEREERAT FR B B A, AREE - 100 &REER
108 87T
LA REEEERBRAR] PRC/ RMB - 100  Investment
Hubei Zhou Hei Ya Enterprise Mainland China** 150 million holding
Development Co., Ltd.
ARG EERGRAT B B b+ * AR = 100 HWEER
150A & 7T
ERERERRIXEARAR  PRU/ RMB - 100  Food
Guangdong Zhou He Foods Mainland China 28.1 million manufacturing
Industrial Park Co., Ltd.
ERARBREGIERAERAR FEFEAH AREE - 100 RmEE
28.1BH&TT
BERHLRAREEARAA PRC/ RMB - 100  Food retailing
Ningbo Shiji Yuanjing Mainland China 0.3 million
Commerce & Trade Co., Ltd.
B ERREEARAT HRED, R B AR - 100 BmZTE
03B&T
ARBERZRERAT
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

BEMBLARZER (&)

RRAFNEEMBARFIBENT : (&)

(Cont'd)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration AT EGBRAE
and business Paid-in @Bk Principal
Name MR, TR capital Direct Indirect  activities
=L =Sk BHRA HiE B FEER
I EEEEERRAA PRC/ RMB = 100  Food retailing
Sichuan Zhou Hei Ya Mainland China 0.3 million
Commerce & Trade Co., Ltd.
I EEEEERRAA B B A AREE - 100 BmZTE
03BE&TT
mIEARBRMER DA PRC/ RMB - 100  Food
Sichuan Zhouheiya Mainland China 50 million manufacturing
Foods Co., Ltd.
) ERBERmAER AR R R E A AR = 100 EBmAEE
S50E&7T
AL E 2P AR AT PRC/ RMB = 100  Online business
Hubei Zhou Hei Ya Mainland China 1 million
E-Commerce Co., Ltd.
LA B AEE AR AR FRE R B AREE - 100 ML
1TE&T
THARBREmIEREAT PRC/ RMB - 100  Food
Jiangsu Zhou Hei Ya Foods Mainland China** 300 million manufacturing
Industrial Park Co., Ltd.
TEHAZBRRIEEDNR R, B A+ ARE - 100 RBEE
300 & 7T
AEARBREmIEREAFRAR  PRC/ RMB - 100  Food
Hebei Zhouheiya Foods Mainland China 50 million manufacturing
Industrial Park Co., Ltd.
MtEREREMIERAERAR PR FEAM AREE - 100 RmAEE
S0E&TT

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

REMBLRZER(#)
AARMEEMBRARFEOT : ()

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name EMR, TR capital Direct Indirect activities
B 2 it B BRRA HiZ ME FEEK
LM EAREEEERAR PRC/ Nil - 100  Food retailing
Foshan Zhou Hei Ya Mainland China
Commerce & Trade Co., Ltd.
LM EAREEEERAR FR B B A, ZJL - 100 RmZTE
BEIR—RREERAA PRC/ RMB - 100  Food
Qianjiang Ju Yi Xia Mainland China 20 million manufacturing
Foods Co., Ltd.
BIE—IRRMAERAT BB A, AR = 100 RBmAEE
20887
WL BRI EETEERAT PRC/ RMB - 100  Property
Hubei Bo Yu Property Mainland China 0.01 million management
Management Co., Ltd.
BB YEEREGR AR B B A, AR - 100 ¥FERE
0.01BE&TT
SEBEREARERRER AR PRC/ RMB - 100  Food retailing
Qingdao Peng Yu Zhouheiya Mainland China 5 million
Foods Co., Ltd.
SEBEREARBERERER AR BB A, AR = 100 BmEE
SEETT
TR LS E AR AR PRC/ Nil* - 100  Food retailing
Anhui Shiji Yuanjing Mainland China
Commerce & Trade Co., Ltd.
TR RS E AR AR FRED, R B b eIk - 100 BRmZTE
BARBERZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries (Cont'd)

Particulars of the Company’s principal subsidiaries are as follows:

REMBLRZER(#)
AARMEEMBRARFEOT : ()

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration AT EERAE
and business Paid-in =B DL Principal
Name SR, SRR capital Direct Indirect activities
£ & 2 B BRRA HiE BE FEEL
BN EAREEREERAT PRC/ Nil = 100  Food retailing
Huizhou Zhouheiya Mainland China
Commerce & Trade Co., Ltd.
BN EREHEERAA B H B R T - 100 BEmZTE
LR ERBEE AR AR PRC/ RMB = 100  Food retailing
Shandong Zhouheiya Mainland China 5 million
Commerce & Trade Co., Ltd.
R AR E AR AR B B A AR - 100 BRmZTE
SEETT
LA REEEERAT PRC/ RMB = 100  Food retailing
Hebei Zhouheiya Mainland China 5 million
Commerce & Trade Co., Ltd.
LA REEEERAT R B AREE - 100 RmZTE
SEETT
IR T EREBR AT PRC/ RMB - 100  Investment
Hubei Chu Si Fang Da Mainland China 0.1 million
Investment Co., Ltd.
LR BT ERERR AT HRED, R B AR - 100 ®E&E
0.1TE&TT
EfmAREEERRAT PRC/ Nil* = 100  Food retailing
Xiamen Zhou Hei Ya Mainland China
Commerce & Trade Co., Ltd.
ErmEAREEEER AR R B o> - 100 BmEE

1 02 Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries (Cont'd) BB AR &R (#&)
Particulars of the Company’s principal subsidiaries are as follows: AR EBNBRARFBOT « (&)
(Cont’d)

Percentage of
equity interest

Place of attributable to
incorporation/ the Company
registration AT EGBRAE
and business Paid-in @Bk Principal
Name MR, TR capital Direct Indirect  activities
=L =Sk BHRA B B FEER
REARBEEERRAR] PRC/ Nil* - 100  Food retailing
Fujian Zhouheiya Mainland China
Commerce & Trade Co., Ltd.
REARBEERRAR FRED, R B b eIk - 100 BRmZTE
AXEAREHEERAQA] PRC/ Nil* - 100  Food retailing
Xi'an Zhouheiya Mainland China
Commerce & Trade Co., Ltd.
ALEARBEEEER AR BB A, ZIL> = 100 EmEE
BN ERISEE B R A A PRC/ Nil* = 100  Food retailing
Guangzhou Zhouheiya Mainland China
Commerce & Trade Co., Ltd.
BMNEREEEBR AT B B i =L * - 100 BmZTE
LIRS E AR AT PRC/ Nil* = 100  Food retailing
Hubei Sweet-spicy Duck Mainland China
Commerce & Trade Co., Ltd.
ML E RIS E B R AR FREL B A, e Ivid - 100 RmZTE
Y EREEEERAR PRC/ Nil* - 100  Food retailing
Shenzhen Zhouheiya Mainland China
Commerce & Trade Co., Ltd.
Y EREEEERAR BB A ZTIL> = 100 EmEE

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

Information about subsidiaries (Cont'd)
Particulars of the Company’s principal subsidiaries are as follows:

REMBLRZER(#)
AARMEEMBRARFEOT : ()

(Cont’d)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name EMR, TR capital Direct Indirect activities
B 2 it B BRRA HiZ ME FEEK
WL RIS E AR AT PRC/ Nil* = 100  Online business
Hubei Sauced Duck Commerce  Mainland China
& Trade Co., Ltd.
WIERKRIEHEFR A B, E R T - 100 # LB
WMIEERIE FEHE AR DA PRC/ Nil* - 100  Online business
Hubei Delicious duck Mainland China
Commerce & Trade Co., Ltd.
WL EREEFEREGRAH R B =L = 100 #HEXEB
ML EARERmEIHEGRAT PRC/ Nil* = 100  Online business
Hubei Zhouheiya Food Mainland China
Marketing Co., Ltd.
ML ARBREmEHARAT FREL R B A =JL* - 100 #8 B
WL ARBEREMEHE AR AT PRC/ Nil* = 100  Online business
Hubei Zhouheiya Food Mainland China
Technology Co., Ltd.
WL ARBER M AR AT R B ZoT* - 100 ML
LA RS LB EBRAR] PRC/ Nil* - 100  Online business
Hubei Zhouheiya Cultural Mainland China
Media Co., Ltd.
WAL R LB EBRAR] BB A =r* = 100 #HEXEB
LA RIS HER EHEAR AT PRC/ Nil* = 100  Online business
Hubei Zhouheiya Network Mainland China
Media Co., Ltd.
L A RIS AR EHEAR AT FRELHR B Ai T - 100 #8EZE

1 04 Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about subsidiaries (Cont'd) EENB AR ZER (&)
Particulars of the Company’s principal subsidiaries are as follows: RNATIHFEWBATEBNOT : (&)
(Cont'd)
Percentage of
equity interest
Place of attributable to
incorporation/ the Company
registration NG &N
and business Paid-in @B Principal
Name MR TR capital Direct Indirect  activities
B 2 it B BRRA HiZ ME FEEK
WL A RS EHAEARRBER AT PRC/ Nil* = 100  Online business
Hubei Zhouheiya Mainland China
Internet Technology Co., Ltd.
WILAZREHAREERAR FE FEAM =L = 100 #HEEB
AL B BB E S AR AR PRC/ Nil* = 100  Online business
Hubei Zhouheiya Internet Mainland China
Commerce Co., Ltd.
ML B RSB AR AR B B A T L> = 100 #HEXEB

* These subsidiaries were at an early stage since their registration
and hence their authorised share capital had not been paid up as
of 31 December 2022, which is allowed under the regulation in the
subsidiaries’ articles of incorporation.

**  Hubei Zhou Hei Ya Enterprise Development Co., Ltd. and Jiangsu Zhou
Hei Ya Foods Industrial Park Co., Ltd. are registered as wholly-foreign-
owned enterprises under PRC law.

The above table lists the subsidiaries of the Company which, in the
opinion of the Directors, principally affected the results for the year
or formed a substantial portion of the net assets of the Group.

*  EREKBARAEMARERTIERE - BitH
EERARBE_ZE-_—F+=-A=+—HM*k
T BAREMBRARARERNEE -

=+ IR RBAEERARAAIGFERERR
TERERARHRIES BEEIMAIEEE

e

EXZRRLERMIARFAMBARASIERER
SEFARGENBERNEEFELIENNE -

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards ("HKFRSs"”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention,
except for structured deposits, other financial assets at fair value
through profit or loss (“FVTPL"), equity investment designed at
fair value through other comprehensive income (“FVTOCI") and
derivative financial instruments which have been measured at fair
value. These financial statements are presented in Renminbi (“RMB")
and all values are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2022. A
subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

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

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

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

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

Zhou Hei Ya International Holdings Company Limited
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Basis of consolidation (Cont'd)

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and
to the non-controlling interests, even if this results in the non-
controlling interest having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

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

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

The Group has adopted the following revised HKFRSs for the first

time for the current year’s financial statements

Amendments to HKFRS 3 Reference to the Conceptual
Framework

Amendment to HKAS 16 Property, Plant and Equipment:
Proceeds before Intended Use

Onerous Contracts — Cost of Fulfilling
a Contract

Amendments to HKFRS 1, HKFRS 9,
lllustrative Examples, accompanying
HKFRS 16, and HKAS 41

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020
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The nature and the impact of the revised HKFRSs that are applicable
to the Group are described below:

(a)

(b)

Amendments to HKFRS 3 are intended to replace a
reference to the previous Framework for the Preparation
and Presentation of Financial Statements with a reference
to the Conceptual Framework for Financial Reporting (the
“Conceptual Framework”) issued in June 2018 without
significantly changing its requirements. The amendments also
add to HKFRS 3 an exception to its recognition principle for an
entity to refer to the Conceptual Framework to determine what
constitutes an asset or a liability. The exception specifies that,
for liabilities and contingent liabilities that would be within the
scope of HKAS 37 or HK(IFRIC)-Int 21 if they were incurred
separately rather than assumed in a business combination, an
entity applying HKFRS 3 should refer to HKAS 37 or HK(IFRIC)-
Int 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets
do not qualify for recognition at the acquisition date. The
Group has applied the amendments prospectively to business
combinations that occurred on or after 1 January 2022. As
there were no contingent assets, liabilities and contingent
liabilities within the scope of the amendments arising in the
business combination that occurred during the year, the
amendments did not have any impact on the financial position
and performance of the Group.

Amendments to HKAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing that asset
to the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead, an
entity recognizes the proceeds from selling any such items, and
the cost of those items as determined by HKAS 2 Inventories,
in profit or loss. The Group has applied the amendments
retrospectively to items of property, plant and equipment
made available for use on or after 1 January 2021. Since there
was no sale of items produced prior to the property, plant and
equipment being available for use, the amendments did not
have any impact on the financial position or performance of
the Group.
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(0)

(d)

Amendments to HKAS 37 clarify that for the purpose of
assessing whether a contract is onerous under HKAS 37, the
cost of fulfilling the contract comprises the costs that relate
directly to the contract. Costs that relate directly to a contract
include both the incremental costs of fulfilling that contract
(e.g., direct labour and materials) and an allocation of other
costs that relate directly to fulfilling that contract (e.g., an
allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract as well
as contract management and supervision costs). General
and administrative costs do not relate directly to a contract
and are excluded unless they are explicitly chargeable to the
counterparty under the contract. The Group has applied the
amendments prospectively to contracts for which it has not yet
fulfilled all its obligations at 1 January 2022 and no onerous
contracts were identified. Therefore, the amendments did not
have any impact on the financial position or performance of
the Group.

Annual Improvements to HKFRSs 2018-2020 sets out
amendments to HKFRS 1, HKFRS 9, lllustrative Examples
accompanying HKFRS 16, and HKAS 41. Details of the
amendments that are expected to be applicable to the Group
are as follows:

HKFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of a new
or modified financial liability are substantially different from
the terms of the original financial liability. These fees include
only those paid or received between the borrower and the
lender, including fees paid or received by either the borrower
or lender on the other’s behalf. The Group has applied the
amendment prospectively from 1 January 2022. As there was
no modification or exchange of the Group’s financial liabilities
during the year, the amendment did not have any impact on
the financial position or performance of the Group.
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The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.

Amendments to HKFRS 10

and HKAS 28 (2011)

Amendment to HKFRS 16

HKFRS 17

Amendment to HKFRS 17

Amendment to HKFRS 17

Amendments to HKAS 1

Amendments to HKAS 1

Amendments to HKAS 1 and
HKFRS Practice Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

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

Lease Liability in a Sale and Leaseback?

Insurance Contracts’
Insurance Contracts'’ >

Initial Application of HKFRS 17 and
HKFRS 9 Comparative Information®

Classification of Liabilities as Current
or Non-current (the “2020
Amendments”)> 4

Non-current Liabilities with Covenants
(the “2022 Amendments”) ?

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 2023

2 Effective for annual periods beginning on or after 1 January 2024
g No mandatory effective date yet determined but available for adoption
4 As a consequence of the 2022 Amendments, the effective date of

the 2020 Amendments was deferred to annual periods beginning on
or after 1 January 2024. In addition, as a consequence of the 2020
Amendments and 2022 Amendments, Hong Kong Interpretation 5
Presentation of Financial Statements — Classification by the Borrower of
a Term Loan that Contains a Repayment on Demand Clause was revised
to align the corresponding wording with no change in conclusion

> As a consequence of the amendments to HKFRS 17 issued in October
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2020, HKFRS 4 was amended to extend the temporary exemption that
permits insurers to apply HKAS 39 rather than HKFRS 9 for annual
periods beginning before 1 January 2023

g An entity that chooses to apply the transition option relating to the
classification overlay set out in this amendment shall apply it on initial
application of HKFRS 17
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Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS
28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss resulting from a
downstream transaction when the sale or contribution of assets
between an investor and its associate or joint venture constitutes a
business. For a transaction involving assets that do not constitute a
business, a gain or loss resulting from the transaction is recognized
in the investor’s profit or loss only to the extent of the unrelated
investor's interest in that associate or joint venture. The amendments
are to be applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 (2011) was
removed by the HKICPA in January 2016 and a new mandatory
effective date will be determined after the completion of a broader
review of accounting for associates and joint ventures. However, the
amendments are available for adoption now.

Amendments to HKFRS 16 specify the requirements that a seller-
lessee uses in measuring the lease liability arising in a sale and
leaseback transaction to ensure the seller-lessee does not recognise
any amount of the gain or loss that relates to the right of use it
retains. The amendments are effective for annual periods beginning
on or after 1 January 2024 and shall be applied retrospectively to
sale and leaseback transactions entered into after the date of initial
application of HKFRS 16 (i.e.,1 January 2019). Earlier application is
permitted. The amendments are not expected to have any significant
impact on the Group'’s financial statements.
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Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current clarify the requirements for classifying liabilities as
current or non-current, in particular the determination over whether
an entity has a right to defer settlement of the liabilities for at least
12 months after the reporting period. Classification of a liability is
unaffected by the likelihood that the entity will exercise its right to
defer settlement of the liability. The amendments also clarify the
situations that are considered a settlement of a liability. In 2022, the
HKICPA issued the 2022 Amendments to further clarify that, among
covenants of a liability arising from a loan arrangement, only those
with which an entity must comply on or before the reporting date
affect the classification of that liability as current or non-current. In
addition, the 2022 Amendments require additional disclosures by an
entity that classifies liabilities arising from loan arrangements as non-
current when it has a right to defer settlement of those liabilities
that are subject to the entity complying with future covenants
within 12 months after the reporting period. The amendments are
effective for annual periods beginning on or after 1 January 2024
and shall be applied retrospectively. Earlier application is permitted.
An entity that applies the 2020 Amendments early is required to
apply simultaneously the 2022 Amendments, and vice versa. The
Group is currently assessing the impact of the amendments and
whether existing loan agreements may require revision. Based on a
preliminary assessment, the amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 1 Disclosure of Accounting Policies require
entities to disclose their material accounting policy information
rather than their significant accounting policies. Accounting policy
information is material if, when considered together with other
information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements. Amendments to HKFRS Practice Statement 2
provide non-mandatory guidance on how to apply the concept of
materiality to accounting policy disclosures. Amendments to HKAS
1 are effective for annual periods beginning on or after 1 January
2023 and earlier application is permitted. Since the guidance
provided in the amendments to HKFRS Practice Statement 2 is non-
mandatory, an effective date for these amendments is not necessary.
The Group is currently revisiting the accounting policy disclosures to
ensure consistency with the amendments.
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Amendments to HKAS 8 clarify the distinction between changes in
accounting estimates and changes in accounting policies. Accounting
estimates are defined as monetary amounts in financial statements
that are subject to measurement uncertainty. The amendments
also clarify how entities use measurement techniques and inputs to
develop accounting estimates. The amendments are effective for
annual reporting periods beginning on or after 1 January 2023 and
apply to changes in accounting policies and changes in accounting
estimates that occur on or after the start of that period. Earlier
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 12 narrow the scope of the initial recognition
exception in HKAS 12 so that it no longer applies to transactions that
give rise to equal taxable and deductible temporary differences, such
as leases and decommissioning obligations. Therefore, entities are
required to recognize a deferred tax asset (provided that sufficient
taxable profit is available) and a deferred tax liability for temporary
differences arising from these transactions. The amendments are
effective for annual reporting periods beginning on or after 1
January 2023 and shall be applied to transactions related to leases
and decommissioning obligations at the beginning of the earliest
comparative period presented, with any cumulative effect recognized
as an adjustment to the opening balance of retained profits or other
component of equity as appropriate at that date. In addition, the
amendments shall be applied prospectively to transactions other
than leases and decommissioning obligations. Earlier application is
permitted. The amendments are not expected to have any significant
impact on the Group's financial statements.
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Investments in associates

An associate is an entity in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control
over those policies.

The Group's investments in associates is stated in the consolidated
statement of financial position at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.

The Group’s share of the post-acquisition results and other
comprehensive income of associates is included in the consolidated
statement of profit or loss and consolidated other comprehensive
income, respectively. In addition, when there has been a change
recognised directly in the equity of the associate or joint venture,
the Group recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and its
associates are eliminated to the extent of the Group’s investments
in the associates, except where unrealised losses provide evidence of
an impairment of the assets transferred.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other cases, upon loss of significant influence
over the associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its fair value.
Any difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control and
the fair value of the retained investment and proceeds from disposal is
recognised in profit or loss.

When an investment in an associate is classified as held for sale, it is
accounted for in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations.
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Fair value measurement

The Group measures its investments in structure deposits products,
private equity fund, wealth management products and derivative
financial instruments at fair value at the end of each reporting
period. Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal
market for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1T - based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
contract assets, deferred tax assets and financial assets), the asset’s
recoverable amount is estimated. An asset’s recoverable amount
is the higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs of disposal, and is determined for an
individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of
assets, in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs. In testing a cash-
generating unit for impairment, a portion of the carrying amount of
a corporate asset (e.g., a headquarters building) is allocated to an
individual cash-generating unit if it can be allocated on a reasonable
and consistent basis or, otherwise, to the smallest group of cash-
generating units.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to profit or loss in the period in which it
arises in those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the consolidated
statement of profit or loss and other comprehensive income in the
period in which it arises.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Related parties

A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that person’s family
and that person

(i)

(ii)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

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

the party is an entity where any of the following conditions
applies:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

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

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

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

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

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group; and the sponsoring employers of
the post-employment benefit plan;

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 the key management
personnel of the entity (or of a parent of the entity); and

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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Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its
intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Buildings 3.2% t0 33.3%
Plant and machinery 9.5% t0 31.7%
Operating tools 19.0% to 47.5%
Motor vehicles 19.0%
19.0% t0 31.7%
Over the shorter

Office equipment
Leasehold improvements
of the lease terms
and useful lives

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at least at each financial
year end.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Property, plant and equipment and depreciation
(Cont'd)

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in profit or loss in
the year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents a building under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction and
capitalised borrowing costs on related borrowed funds during the
period of construction. Construction in progress is reclassified to
the appropriate category of property, plant and equipment when
completed and ready for use.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Trade mark

Trade mark with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such
intangible assets are not amortised. The useful life of an intangible
asset with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Intangible assets (other than goodwill) (Cont'd)
Software and patents

Purchased software and patents are stated at cost less any
impairment losses and are amortised on the straight-line basis over
their estimated useful lives of 2 to 10 years.

Leases

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value
assets. The Group recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying
assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease (that is the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a
straight-line basis over the shorter of the lease terms and the
estimated useful lives of the assets as follows:

Properties 11 months to 7 years
Leasehold land 50 years

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated
useful life of the asset.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Leases (Cont'd)
Group as a lessee (Cont’d)

(b)

©

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or
a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease,
if the lease term reflects the Group exercising the option to
terminate the lease. The variable lease payments that do not
depend on an index or a rate are recognised as an expense in
the period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in assessment
of an option to purchase the underlying asset.

Short-term leases

The Group applies the short-term lease recognition exemption
to its short-term leases of stores and plant premises (that is
those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase
option).

Lease payments on short-term leases are recognised as an
expense on a straight-line basis over the lease term.
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Investments and financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics and the
Group's business model for managing them. With the exception
of trade receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient of not adjusting the effect of a significant financing
component, the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain
a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price
determined under HKFRS 15 in accordance with the policies set out
for “Revenue recognition” below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income, it
needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI"”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the business
model.

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets
in order to collect contractual cash flows, while financial assets
classified and measured at fair value through other comprehensive
income are held within a business model with the objective of both
holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Investments and financial assets (Cont’d)

Initial recognition and measurement (Cont’d)

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 marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to impairment.
Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income
(equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition
of equity under HKAS 32 Financial Instruments: Presentation and
are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognized as other income
in the statement of profit or loss when the right of payment has
been established, it is probable that the economic benefits associated
with the dividend will flow to the Group and the amount of the
dividend can be measured reliably, except when the Group benefits
from such proceeds as a recovery of part of the cost of the financial
asset, in which case, such gains are recorded in other comprehensive
income. Equity investments designated at fair value through other
comprehensive income are not subject to impairment assessment.
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Investments and financial assets (Cont’d)

Subsequent measurement (Cont’d)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair
value through other comprehensive income. Dividends on equity
investments classified as financial assets at fair value through profit
or loss are also recognised as other income in profit or loss when
the right of payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a financial liability
or non-financial host, is separated from the host and accounted
for as a separate derivative if the economic characteristics and risks
are not closely related to the host; a separate instrument with the
same terms as the embedded derivative would meet the definition
of a derivative; and the hybrid contract is not measured at fair
value through profit or loss. Embedded derivatives are measured
at fair value with changes in fair value recognised in profit or loss.
Reassessment only occurs if there is either a change in the terms of
the contract that significantly modifies the cash flows that would
otherwise be required or a reclassification of a financial asset out of
the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The financial
asset host together with the embedded derivative is required to be
classified in its entirety as a financial asset at fair value through profit
or loss.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

. the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a "pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risk and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Impairment of financial assets

The Group recognises an allowance for expected credit losses
("ECLs") for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all
the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected
cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has been
a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining
life of the exposure, irrespective of the timing of the default (a
lifetime ECL).

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information. The Group considers that there has been a significant
increase in credit risk when contractual payments are more than 30
days past due.

The Group considers a financial asset in default when contractual
payments are 30-90 days past due. However, in certain cases, the
Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is unlikely
to receive the outstanding contractual amounts in full before taking
into account any credit enhancements held by the Group.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Impairment of financial assets (Cont'd)

General approach (Cont’d)

Stage 1 — Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased
significantly since initial recognition but that are not
credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting
date (but that are not purchased or originated credit-
impaired) and for which the loss allowance is measured
at an amount equal to lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient of
not adjusting the effect of a significant financing component, the
Group applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes in credit
risk, but instead recognises a loss allowance based on lifetime ECLs
at each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in case
of loans and borrowings and payables, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade payables, other payables
and accruals, derivative financial instruments, lease liabilities,
convertible bonds and interest-bearing bank borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their
classification as follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised
in profit or loss when the liabilities are derecognised as well as
through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in profit or loss.

Convertible bonds

If the conversion option of convertible bonds exhibits characteristics
of an embedded derivative, it is separated from its liability
component. On initial recognition, the derivative component of
the convertible bonds is measured at fair value and presented as
part of derivative financial instruments. Any excess of proceeds
over the amount initially recognised as the derivative component is
recognised as the liability component. The Group chooses to allocate
all the transaction costs exclusively to the liability component in its
initial measurement.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in profit or loss.

Treasury shares

Own equity instruments which are reacquired and held by the
Company or the Group (treasury shares) are recognised directly
in equity at cost. No gain or loss is recognised in profit or loss on
the purchase, sale, issue or cancellation of the Group’s own equity
instruments.

Inventories

Inventories comprising raw materials, work in progress, finished
goods and packaging materials, are stated at the lower of cost
and net realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and finished
goods, comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on the
estimated selling price less any estimated costs to be incurred to
completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits
and short term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, and form an integral part of the Group's
cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to use.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in profit
or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside profit
or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

e when the deferred tax liability arises from the initial recognition
of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated with
investments in subsidiaries and associates, when the timing of
the reversal of the temporary differences can be controlled and
it is probable that the temporary differences will not reverse in
the foreseeable future.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Income tax (Cont'd)

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carryforward of
unused tax credits and unused tax losses can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

e in respect of deductible temporary differences associated with
investments in subsidiaries and associates, deferred tax assets
are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary
differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis,
or to realise the assets and settle the liabilities simultaneously, in
each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over
the periods that the costs, for which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to profit or loss over
the expected useful life of the relevant asset by equal annual
instalments.

Revenue recognition

Revenue from contracts with customers

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.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to
the customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue recognised
will not occur when the associated uncertainty with the variable
consideration is subsequently resolved.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Revenue recognition (Cont'd)

Revenue from contracts with customers (Cont’d)

When the contract contains a financing component which provides
the customer with 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 amount receivable,
discounted using the discount rate that would be reflected in a
separate financing transaction between the Group and the customer
at contract inception. When the contract contains a financing
component which provides the Group with a significant financial
benefit for more than one year, revenue recognised under the
contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the
period between the payment by the customer 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.

(@ Sale of food
Revenue from the sale of food is recognised at the point in
time when control of the asset is transferred to the customer,
generally on delivery of the food.

(b)  Franchise fees of retail stores
Revenue from franchise fees of retail stores is recognised over
the scheduled period on a straight-line basis because the
customer simultaneously receives and consumes the benefits
provided by the Group.

Some contracts for the sale of casual braised food provide
customers with rights of return and volume rebates. The rights
of return and volume rebates give rise to variable consideration.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Revenue recognition (Cont'd)
Revenue from contracts with customers (Cont’d)
(b)  Franchise fees of retail stores (Cont’d)

(i)

(ii)

Rights of return

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

Volume rebates

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

Other income
Interest income is recognised on an accrual basis using the effective
interest method by applying the rate that exactly discounts the

estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying
amount of the financial asset.
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Contract liabilities

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the
Group transfers the related goods or services. Contract liabilities
are recognised as revenue when the Group performs under the
contract (i.e., transfers control of the related goods or services to the
customer).

Share-based payments

The Company operates a share incentive scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the form
of share-based payments, whereby employees render services in
exchange for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for grants is
measured by reference to the fair value at the date at which they are
granted. The fair value is computed based on the Company’s share
price on the grant date.

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting
date reflects the extent to which the vesting period has expired and
the Group's best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to profit or loss for a period
represents the movement in the cumulative expense recognised as at
the beginning and end of that period.
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Share-based payments (Cont'd)

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group's best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within
the grant date fair value. Any other conditions attached to an award,
but without an associated service requirement, are considered to be
non-vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of an
award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met, no
expense is recognised. Where awards include a market or non-
vesting condition, the transactions are treated as vesting irrespective
of whether the market or non-vesting condition is satisfied, provided
that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.
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Share-based payments (Cont'd)
The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits

Pension scheme

The employees of the Group's subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. The subsidiary
operating in Mainland China is required to contribute a certain
percentage of its payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they become payable in
accordance with the rules of the central pension scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs capitalised. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the
borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.
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Foreign currencies

The Company’s functional currency is Hong Kong Dollar (“HK$").
Because most of subsidiaries’ functional currencies are RMB, the
financial statements are presented in RMB. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss on change in
fair value of the item (i.e., translation difference on the item whose
fair value gain or loss is recognised in other comprehensive income
or profit or loss is also recognised in other comprehensive income or
profit or loss, respectively).

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

boINs
REEES R RAET(TERT]) - AR KRB K
BARMINEEERARYE - ZEMBEHRRUA
REZ2% - AEESERAETEASNIEER
B Mt ASERMBHRANER IEREDEE
féiﬁ%?ré g ZIK B ERESHINER ZYFER
R HBEERE BN EEEXRTIR - AINEFH
TEM??MQE&E%T% EERY e B e E A
[EXGE - ENHRBREEEIRAELNZENE
TR o

BE L AIASNEET B IEFE IR B IRV 5
AMERKRE - DOMNERATFEAENFEREA
BEMFEATEE BNERERE - BELR AT
BFFENIFERIAR MELSH WEEE - R
REZIA B AP EEFH KRR —BHIDE
B3R (BNE AP EW A EENE 2 ER A
BRERNEENAEEZE - ToRREMEE
WARBEHER) °



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Foreign currencies (Contd)

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary
asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary liability arising
from the advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction date for
each payment or receipt of the advance consideration.

The functional currency of the Company and certain overseas
subsidiaries is the Hong Kong dollar. As at the end of the reporting
period, the assets and liabilities of these entities are translated into
RMB at the exchange rates prevailing at the end of the reporting
period and their statements of profit or loss are translated to RMB at
the exchange rates that approximate to those prevailing at the dates
of the transactions.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into RMB at the
exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into RMB at the weighted average exchange
rates for the year.
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The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

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

Significant judgement in determining the lease term of
contracts with renewal options

The Group has certain lease contracts that include extension
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 the renewal or termination. 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 lease (e.g., construction of significant leasehold
improvements or significant customisation to the leased asset).

The Group includes the renewal period as part of the lease term
for leases of properties due to the significance of these assets to its
operations. These leases have a short non-cancellable period (i.e.,
less than two years) and there will be a significant negative effect on
operation if a replacement is not readily available.
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Estimation uncertainty

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

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a
lease, and therefore, it uses an incremental borrowing rate (“IBR")
to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar
value to the right-of-use asset in a similar economic environment.
The IBR therefore reflects what the Group “would have to pay”,
which requires estimation when no observable rates are available
(such as for subsidiaries that do not enter into financing transactions)
or when it needs to be adjusted to reflect the terms and conditions
of the lease (for example, when leases are not in the subsidiary’s
functional currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is required
to make certain entity-specific estimates (such as the subsidiary’s
stand-alone credit rating).

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies. The
carrying value of deferred tax assets relating to recognised tax losses
at 31 December 2022 was RMB64,369,000 (202 1: RMB34,955,000).
Further details are contained in note 29 to the financial statements.
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Estimation uncertainty (Cont’d)

Fair value measurements of financial instruments

Certain of the Group’s financial assets, including structured deposits
and wealth management products amounting to RMB1,144,735,000
as at 31 December 2022 (2021: RMB1,237,308,000) are measured
at fair values with fair values being determined based on observable
inputs using valuation techniques. Judgement and estimation are
required in establishing the relevant valuation techniques and the
relevant inputs thereof. Changes in assumptions relating to these
factors could affect the reported fair values of these instruments.
Further disclosures are detailed in note 40.

The fair value for the embedded derivatives in convertible bonds
are established by using valuation techniques. The valuation model
is sensitive to changes in certain key inputs including volatility of
share prices, risk-free rate and dividend yield that require significant
management estimates. Any changes in the estimates and
assumptions will affect the fair values of the embedded derivative in
convertible bonds. The carrying amount of embedded derivatives is
disclosed in note 27.

The fair values of unlisted equity investments, which were acquired
in January 2022 and classified as equity investments designated at
FVTOCI, have been estimated using a recent transaction price based
on assumptions that are not supported by observable market prices
or rates. The Group classifies the fair value of these investments
as Level 3. The fair value of the unlisted equity investments at 31
December 2022 was RMB2,500,000. (2021: Nil). Further details are
included in note 18 to the financial statements.

Information about geographical areas

Since all of the Group’s revenue was generated from the
production, marketing and retailing of casual braised duck-related
food in Mainland China and all of the Group’s non-current assets
were located in Mainland China, no geographical information in
accordance with HKFRS 8 Operating Segments is presented.

Information about major customers

Since none of the Group’s sales to a single customer accounted for
10% or more of the Group's total revenue, no information about
major customers in accordance with HKFRS 8 Operating Segments is
presented.
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An analysis of revenue is as follows: Wamp i
2022 2021
—E- 8 —E-—4F
RMB'000 RMB'000
AR®T T ARETT
Revenue from contracts with customers KRERFA LK 2,343,353 2,869,963
Revenue from contracts with customers REAZESLHIUNEE
(a) Disaggregated revenue information (a) WEIEEE
2022 2021
—E:-—F T4
RMB'000 RMB'000
AR¥T T AREETIT
Types of goods or services EmRBREER
Modified-Atmosphere-Packaged products & 386 & & 2,027,998 2,498,285
Vacuum-packaged products BEEBEEM 210,271 268,683
Franchise fees of retail stores TEEFTRE 33,608 27,601
Other products HihE S 71,476 75,394
Total revenue from contracts with REZPA LN SLEET
customers 2,343,353 2,869,963
2022 2021
—E-C8F T4
RMB'000 RMB'000
AR®T T AREFT
Timing of revenue recognition Wi R R
Goods transferred at a point in time RNE R EEE 2,309,745 2,842,362
Service transferred over time BiE 2 15 e 82 o AR 7S 33,608 27,601
Total revenue from contracts with KEREA AW ESAET
customers 2,343,353 2,869,963
ERBEREZERERAR
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Revenue from contracts with customers (Cont’d) REEFESHNNINZEE)

(a) Disaggregated revenue information (Cont'd) (a) WHEAPBEEE(E)
The following table shows the amounts of revenue recognised TRIVRA AR S BB AR EHI A DA ED
in the current reporting period that were included in the BN EFE -

contract liabilities at the beginning of the reporting period:

2022 2021
— g5 T4
RMB'000 RMB'000
AR¥T T ARBTFT
Revenue recognised that was included in 5t AREEAFIA A EER
contract liabilities at the beginning of B R
the reporting period:
Sale of casual braised food HERBRE S 25,380 18,372
Franchise fee of retail stores e 13,869 5,322
39,249 23,694
(b) Performance obligations (b) 4FriE®E
Information about the Group's performance obligations is BHAASENBHNEAERBAAT
summarised below:
Sale of casual braised food HEN BN R
The performance obligation is satisfied upon delivery of the BHOBEIRRERINETHK - —RIFR
goods and payment is generally settled once the goods are e *B?&E\Eﬂ%ﬁﬁb% if &1 RF FF S
delivered, except for franchisees and distributors, where LR HERIRRN - FUEEFRNERK -
payment in advance is normally required.
Franchise fees of retail stores EEEHFTEE
The performance obligation is satisfied over time as services are BAEENREIREEBEZREEER - M
rendered and advances are normally required before rendering REREABEEFTEEMNTIE - —KRIER
the services. Generally, franchise fee contracts are for periods T SARESANERA—FLAL - I
of more than one year, and the franchise fees are billed BT EBREA LTS -

according to the contracts.
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Revenue from contracts with customers (Cont'd)

(b) Performance obligations (Cont’d)
Franchise fees of retail stores (Cont’d)

The amounts of transaction prices allocated to the remaining
performance obligations (unsatisfied or partially unsatisfied) as

at 31 December are as follows:

(b) HFFEE(E)

FELIFFIEE (F)
Rt-—A=t—B2REHRTENEECK
ERREE D ARZER) R HERSEENT

REEFENHWEE)

2022 2021

—E-—fF —T-—%F

RMB'000 RMB'000

ARET R ARETT

Amounts expected to be recognised TR R B WA SRR -

as revenue:

Within one year —FR 48,250 39,249

After one year —F% 32,850 36,105

81,100 75,354
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Revenue from contracts with customers (Cont'd) REREFEESHNWE2)
An analysis of other income and (losses)/gains, net is as follows: HMWA R (ERE) WSFEo T
2022 2021
—E-—F T4
Notes RMB'000 RMB'000
i AR¥TR ARBFIT
Other income HA
Interest income from bank deposits RITFEZFEIA 34,276 60,906
Interest income from structured deposits &1 1477 51 K9 F S A 13,796 6,826
Interest income from other financial Tﬁ"ﬁﬁ?/\?ﬁ/\mﬁﬁﬂ
assets at FVTPL SRIEENNEA 19,606 39,148
Interest income from advanced to an B N EME KA A EUA
associate 158 -
Government grants related to assets () & E+R BRI BUTHEN) 2,372 2,372
Government grants related to income (i) Y AR B8 &9 B 48 B i) 43,647 16,210
113,855 125,462
(Losses)/gains, net (1), W38
Fair value gain on structured BT ER AER
deposits measured at FVTPL STENEEIE TR
NEEWZE 1,421 6,125
Fair value loss on other financial BRAFET AR
assets measured at FVTPL ATEMNEMERHEER
ANTEEE (6,408) (7,719)
Fair value (loss)/gain on financial LR TANAFE
instruments — embedded derivative (E18) Wz — mlaps
component of convertible bonds BERARITEEL S 27 (2,731) 14,474
Fair value gain on derivative instruments  #74 T B#)A F(E
— transactions not qualifying as hedges Uz — TG &
BIRHR5 - 2,330
Gain on disposal of items of property, BEYE  WEKERE
plant and equipment, net 15 B Wz 58 1,673 48,796
Gain/(loss) on modification of lease, net  FAEE TS/ (E18)F4E 14 13,458 (9,980)
Impairment of right-of-use assets EREEERE 14 (20,312) (24,281)
(Loss)/gain on foreign exchange INEZFE (B518), W F 58
differences, net (109,074) 14,396
Gain from early redemption of TR A1 B 5] AT AR B 55 A e
convertible bonds 50,913
Gain on disposal of a subsidiary HEHBA RS - 31,340
Others Hith 13,822 18,684
(57,238) 94,165
Total 4=t 56,617 219,627

1 46 Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Revenue from contracts with customers (Cont'd)

i The Group has received certain government grants related to the
investments in production plants. The grants related to assets were
recognised in the consolidated statement of profit or loss over the useful
lives of relevant assets. Details of these grants related to assets are set
out in note 30.

ii. There were no unfulfilled conditions and other contingencies attaching
to the government grants that had been recognised.

An analysis of finance costs is as follows:

Eﬁéxﬁ BRI (2)

AEBERNEET Rz REMESE THATHE
By - ZEAERMBERREENERSGA
REFEBRRER - ZFEERBRFEHS

HAKTEE30 °

i, ERERR AT B I M A ARG R K

REIH -

MIEBERANIAT

2022 2021

—E-—fF —E—F

RMB'000 RMB'000

ARET R ARBTFT

Interest on bank borrowings RITERCH S 5,695 921
Interest on convertible bonds T?@Hx%%ﬂ% 35,711 41,831
Interest on lease liabilities HEBENE 16,997 17,321
Total 4ast 58,403 60,073

ERBEREZERERAR
2022 &

147



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group's profit before tax is arrived at after charging/(crediting): RNEBBBATERTENG (S A) AT &I
R
2022 2021
—EC-CE —E-—F
Notes RMB'000 RMB'000
FitzE ARETR AREFT
Cost of inventories sold BEFERA 863,864 977,049
Depreciation of property, mE - BEREETE
plant and equipment 13 129,556 124,700
Depreciation of right-of-use assets FREEENE 14(a)/(c) 253,427 268,555
Amortisation of other intangible assets Hipfmp A ERH 16 12,551 9,319
Auditor's remuneration 2 GIEA 2,400 2,400
Minimum lease payments under short FEPUE RIE VI3
term leases in respect of stores and ySECTEROIENS Ui
plant premises HERNT 14(0) 56,737 60,840
Employee benefit expense EERFIFS (RF
(including directors’ and chief EERERIBAR
executive’s remuneration) (note 8): ) (Pt zE8)
Wages and salaries TERES 372,405 390,745
Pension scheme contributions** RIRE I 63,893 56,982
Equity-settled share-based SMER A B AR RETEA)
payment expense EGi53 32 32,768 26,797
Other welfare Hig 27 26,684 33,350
495,750 507,874
Advertising and promotion expenses BE KRR 38,302 52,793
E-commerce and online ordering platform  E RINE T A AR RIREE
related service and delivery fees 143,247 196,093
Fuel cost TR E 13,839 17,680
Utility expenses KERZ 39,188 41,798
Share of profits and losses of associates DEEE N BRI EE (7,958) (27,572)
Finance costs 5B R 6 58,403 60,073
Transportation expenses ERE 67,033 86,696
Interest income from bank deposits @Eﬁﬁ?ﬂﬂ%%)\ 5 (34,276) (60,906)
Interest income from structured deposits R ELA 5 (13,796) (6,826)
Interest income from ?ﬁ“ﬂﬁ FTABEREMERE
other financial assets at FVTPL ﬁEE’WJ BIA 5 (19,606) (39,148)
Interest income from loan to an associate  [A]— & A IR H B FRAD
FIEHA (158) =
Fair value gain on structured deposits BRATEGF A BR ENEEN
measured at FVTPL k) A B 5 (1.421) (6,125)
Fair value loss on other financial assets BRATEFABRTEMEM
measured at FVTPL SREENATEESR 5 6,408 7,719
Fair value loss/(gain) on financial instruments &8 T 2K AT EER/
— embedded derivative component of (Yegs) — ATARR B R AT
convertible bonds PTERD 5 2,731 (14,474)
Fair value gain on derivative instruments PTHETEMATERRZ - T/FE
— transactions not qualifying as hedges HHERHOR S 5 - (2,330)
Gain on disposal of items of property, BBV  HE R&E
plant and equipment, net b=} E Wk 58 5 (1,673) (48,796)
(Gain)/loss on modification of lease, net MEB () /FiEFE 5 (13,458) 9,980
Impairment of right-of-use assets FRESE 5 20,312 24,281
Impairment of trade receivables 2 SR HIE 2 RE 5,925 1,335
Loss/(gain) on foreign exchange differences  [E X Z %18,/ (Yzk) 5 109,074 (14,396)
Gain from early redemption of 1A e AT AR (B 5
convertible bonds EofliE 5 (50,913) =
Government grants related to assets BERBNBINED 5 (2,372) (2,372)
Government grants related to income W A BRI BT B 5 (43,647) (16,210)
Gain on disposal of a subsidiary HEHTB A R M 5 - (31,340)
Covid-19-related rent concessions from lessors 2 & A A B B3 R b A 15
HENHSER (34,790) (6,580)
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* The depreciation of property, plant and equipment and depreciation
of right-of-use assets for the year are included in “Cost of sales” in the
consolidated statement of profit or loss.

**  There are no forfeited contributions that may be used by the Group as
the employer to reduce the existing level of contributions.

Directors’ and chief executive’s remuneration for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is

* AFEYE - BEMRRBREAREREEEN
BEUTHERA FEAGRBER -

= AKEESEEVERBNEEOIMREREER
RIEIR B K F

RIBE TR - BERAERBDIZE383(1)@) * (b) »
ORMERAR(REEENRER) R BIE2E
BREZEFNEERRSITHRABHHMMT

as follows:
2022 2021
—E- 8 —E-—4F
RMB'000 RMB'000
AR®T T AREETTT
Fees we 1,421 1,420
Other emoluments: Hibf 4 :

— Salaries, allowances and benefits in kind — %% - 2Bt R EYEF 7,190 7,060
— Performance related bonuses —RIBIBRETEAL 2,591 2,591

— Equity-settled share-based payment — LAREZS AR B DARRD B E T
expense* NS> 7,179 6,127
— Pension scheme contributions —RIREETEIHER 318 249
17,278 16,027
18,699 17,447

* During the year, certain directors were granted restricted share units, in
respect of their services to the Group, under the restricted unit scheme
of the Company, further details of which are set out in note 32 to the
financial statements. The fair value of such shares, which has been
recognised in profit or loss over the vesting period, was determined
as at the date of grant and the amount included in the financial
statements for the current year is included in the above directors’ and
chief executive’s remuneration disclosures.

* FER ATESREBEARRZZRHIBD FEALFT
Bt SR AR B IR R E R R B B
i - BRIE— P BHNMITRRME2 - %F
ERBEBHARBRRER 2RO R FETINEK
HEMEFE - AFFALFERBRRZSRESR
ALiEER&R2ITHASNHHBED -
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(a) Independent non-executive directors (a) BUEHITES
The fees paid to independent non-executive directors during FRALMFELIENTEETHERST ¢

the year were as follows:

2022 2021
—EC-CHf T4
RMB'000 RMB'000
AR¥T T AREETTT
Mr. Wu Chi Keung HARRER LA - 180
Mr. Chen Chen PRE|LAE 173 14
Mr. Chan Kam Ching PREAZ LA 173 166
Mr. Lu Weidong EfEREE 173 166
519 526
On 10 December 2021, Mr. Chen Chen has been appointed as R-E-—F+-A+H BRELLEZITAN
an independent non-executive director of the Group to fill the EEBYIENITES - NEMPAERE LT
vacancy of Mr. Wu Chi Keung (passed away on 12 October 2021). (R=E=_—F+A+=-HEH) -
There were no other emoluments payable to the independent FRUEENEBIFATESHHMLNS(=ZF
non-executive directors during the year (2021: Nil). T )
(b) Executive directors, a non-executive director and (b) HITES - kHITEERERSTH
the chief executive ABE
Salaries, Equity-settled
allowances  Performance  share-based Pension
and benefits related payment scheme Total
Fees in kind bonuses expense contributions remuneration
IEREE
#¢ 28R &R UROAER e

e BNEN HERA  HAREX SRR e
RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000
ARMTR  ARMTR AR®TR ARETR  AR®Tn  ARMT:R

2022 —ECCE
Executive directors: YTES:
Mr. Zhou Fuyu AEitE 360 1,281 800 - 84 2,525
Mr. Zhang Yuchen RERAE 173 4,783 1,791 5,981 140 12,828
Mr. Wen Yong NELE 360 1,166 - 1,198 94 2,818
893 7,190 2,591 1179 318 18,171
Non-executive director: FHUTES !
Mr. Pan Pan EREE 9 - - - - 9
902 7,190 2,591 7,179 318 18,180
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EENBSITTHAEHM =
REMUNERATION (Cont'd)
(b) Executive directors, a non-executive director and (b) FITES  IEHITEERHESTH
the chief executive (Cont'd) AE (&)
I
Salaries, Equity-settled
allowances  Performance  share-based Pension
and benefits related payment scheme Total
Fees in kind bonuses expense  contributions  remuneration
IhER S
5¢ Bk R URDAER #ihe

2k BhiEr) A AR ARl e
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTL ARBTL ARETT ARETE ARETE ARET:R

2021 ZEC-F
Executive directors: HTES:
Mr. Zhou Fuyu BRI 360 1,300 800 - 8 2,543
Mr. Zhang Yuchen RFRILE 166 4,554 1,791 5,103 83 11,697
Mr. Wen Yong NBRE 360 1,206 - 1,024 83 2,673
886 7,060 2,591 6,127 249 16,913
Non-executive director: FUTES
Mr. Pan Pan EREE 8 - - - - 8
894 7,060 2,591 6,127 249 16,921
There were no arrangements under which a director or the FA - BEEEITEITRAERELRENE
chief executive waived or agreed to waive any remuneration EAH M5 -

during the year.
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The five highest paid employees during the year included two
directors including the chief executive (2021: three directors
including the chief executive), details of whose remuneration are set
out in note 8 above. Details of the remuneration for the remaining
three highest paid employees for the year ended 31 December 2022,
who are neither a director nor the chief executive of the Company
are as follows:

FRNRNRSFHEERE—UE=(BERS
TBRAB)(ZZE=—F : =fUE%E ' BfERE7
BAB)  BENMSFBEN EXHIES - &
B+ -_A=+—HIEFEHT=um
B MES (WIERNRRERRERTHAR)D
B BT ¢

2022 2021

—EC-CHF T4

RMB'000 RMB'000

ARET T AREETIT

Salaries, allowances and benefits in kind e R REYEF 6,125 1,717

Performance related bonus FIRABRBIEAT 2,222 1,349
Equity-settled share-based payment VARE 2 45 B LA R AR BT B

expense R 4,034 1,146

Pension scheme contributions BT ETEIHE 198 17

12,579 4,229

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

FE TSR EARNIFESR RIFRBTTRARR
REFMEENABAT

2022 2021

—EC-Cf T4

Nil to HK$1,000,000 =% 1,000,000/ 7T - -
HK$1,000,001 to HK$1,500,000 1,000,001 7c 2 1,500,000/ 7T - -
HK$1,500,001 to HK$2,000,000 1,500,001 7C 22,000,000/ 7T - 1
HK$2,000,001 to HK$4,000,000 2,000,001/ 724,000,000/ 7T - 1
HK$4,000,001 to HK$6,000,000 4,000,00187C2£6,000,000/5 7T 3 =
3 2

In prior years, restricted share units were granted to non-director
and non-chief executive highest paid employees in respect of their
services to the Group, further details of which are included in the
disclosures in note 32 to the financial statements. The fair value of
such restricted shares unit granted, which has been recognised in the
statement of profit or loss over the vesting period, was determined
as at the date of grant and the amount included in the financial
statements for the current year is included in the above non-director
and non-chief executive highest paid employees’ remuneration
disclosures.
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The major components of income tax expenses are as follows:

FEREXMEBARSBHWT -

2022 2021
—EC-C8F T4
RMB'000 RMB'000
AR®TFT ARBTFT

Current — PRC EH—
Charge for the year FAZH 49,029 97,238
Underprovision in prior year BAEFERETR 655 -
49,684 97,238
Deferred tax (note 29) EAER IR (FiEE29) (20,236) 11,328
Total tax charge for the year FABIBS L 485 29,448 108,566

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operate.

The provision for current income tax in the PRC is based on a
statutory rate of 25% (2021: 25%) of the assessable profits of the
subsidiaries of the Group as determined in accordance with the
PRC Corporate Income Tax Law. Hubei Zhou Hei Ya Limited Foods
Industrial Park Co., Ltd. is accredited as “High and New Technology
Enterprise”, and therefore entitled to a preferential income tax rate
of 15% for the year end 31 December 2022 (2021: 15%). Such
qualifications are subject to be reviewed by the relevant tax authority
in the PRC for every three years.

Hong Kong profits tax has been provided at the rate of 16.5% (2021:
16.5%) on the estimated assessable profits arising in Hong Kong
during the year, except for one subsidiary of the Group which is a
qualifying entity under the two-tiered profits tax rates regime. The
first HK$2,000,000 (2021: HK$2,000,000) of assessable profits of
this subsidiary are taxed at 8.25% (2021: 8.25%) and the remaining
assessable profits are taxed at 16.5% (2021: 16.5%). No Hong Kong
profits tax on this subsidiary has been provided as there was no
assessable profit arising in Hong Kong during the year.

REEALAEEK B QA S NS E PR A
AR PREE A SRS AR B B E RS
R o

REBEN25% (ZT=—F : 25%) HETH
E(RBEFRECEMEHEET) HEWBE AR
JE SR K FHR R B & HRATIS B - AL E
ZERMIERARAAWERTE R SFEIME
¥ | ARNEBEE-—_S-——F#+-_HA=+—HIt
FEZHIS%NEBNERMUER(ZZ=—F
15%) c ZEEBHTPBEERTEHKEAT=F%

Z—IR o

EBFIERHRBEEANET SR EETERR
BEHE16.5%(ZF=—4F : 16.5% )BiR:HE -
EAREER—RHBARIBRI  ZRRABHFEW
THFEHREGIEHERE - ZHNBRAAIEE
2,000,000 70 (== = —4F : 2,000,000/ 7T ) &9
JE SR A 5 F 1R 8. 25% M KA (=T = —F :
8.25% ) EL &4 & Rt a1 BIIE 16.5% B 77 R B
ZEZ—F:165%) - WERZNBARNE
EHEHHEEE - DREREANTEESBEE
FERBLE A
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A reconciliation of the tax expense applicable to profit before tax FERBRANEFIEA AT REAXZHH B AT
at the statutory rate for the country in which the Company and the TR B A R E R B 5 7 B i AR
majority of its subsidiaries are domiciled to the tax expense at the KA EFIER S WENT

effective tax rate is as follows:

2022 2021
—E-F T —4F
RMB'000 RMB'000
ARETT AREETTT
Profit before tax PR A g A 54,731 450,990
Tax at the PRC statutory tax rate of 25%  #£25% (=T ——4 : 25%)
(2021: 25%) B B A TE A R A AN Y B 18 13,683 112,748
Tax effect of tax rate difference between — FRIEIEGINEEE V7 TR Z=RE)
the PRC and overseas entities TR & 32,671 2,990
Tax losses utilised from previous periods BRI A EEE (503) (1,737)
Adjustments in respect of current tax of BAHREE BHIE AR
previous periods 655 =
Lower tax rates for specific provinces or FEEAMEE TR B R
enacted by local authority BURFH = (15,228) (21,192)
Research and development super-deduction F2ZBHT3EE (6,626) -
Expenses not deductible for tax TEEER NN & A 7,657 15,757
Income not subject to tax HERZ WA (2,861) =
Tax charge at the Group’s effective rate RAEEERHRAENTHIER 29,448 108,566
2022 2021
—EC-CF — T4
RMB'000 RMB'000
AR®T T AREETTT
Dividends declared BEEIRRE - 238,314
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The board resolved not to declare a final dividend for the year
ended 31 December 2022 (2021: HK$0.12 (equivalent to RMB0.10)
per ordinary share, representing a total payment of approximately
RMB238,314,000 including RMB7,471,000 of a dividend attributable
to the repurchased shares held by the trustee of the Group for a
future incentive scheme.)

The calculation of the basic earnings per share amount is based on
the profit for the year attributable to ordinary equity holders of the
parent, and the weighted average number of ordinary shares of
2,311,223,096 (2021: 2,312,877,683) in issue during the year.

The calculation of the diluted earnings per share amount is based
on the profit for the year attributable to ordinary equity holders of
the parent, adjusted to reflect the interest on the convertible bonds
(when applicable). The weighted average number of ordinary shares
used in the calculation is the number of ordinary shares in issue
during the year, as used in the basic earnings per share calculation,
and the weighted average number of ordinary shares assumed to
have been issued at no consideration on the deemed exercise of all
dilutive potential ordinary shares into ordinary shares.

R AR ENEE TS F+-A=+—
HIEFERMNERMAPRE(ZZE=—F : FK
T@AR0. 128 T (FAERARK0.107T) * HE RN
T A £ ARE238,314,000 T (B IEAREE
XA AR BE BB B RS EER
BARE7,471,0007T) °

SREARFCBEFATQARTBERES
NSRRI M FERNE#172,311,223,006/8 (==
——4F :2,312,877,683[% ) L@ AR INHE T EGT

st
B o
Ft

BREEERNSEDIRBES AR EBESRAA
FEIEAFATE - KRHBEURMRABRESZ
MEHER) - SHEMRAN L BRINEF 9
At BESRERRNARANFASEITER
REE - ARBRERSTERE EEEENH
ERRASTBERNEEERITHEBRMETYS
2o
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The calculations of basic and diluted earnings per share are based

BREAREE RN ETIER |

on:
2022 2021
—E-CF T4
RMB'000 RMB'000
AR¥T T ARBTFT
Earnings 2
Profit attributable to ordinary equity holders FARFT EFAREARER] 2 &A A
of the parent used in the basic earnings TlEmEa AR R
per share calculation 25,283 342,424
Add: Interest on convertible bonds o TRRES A 35,711 41,831
Fair value loss/(gain) on the derivative RRESFITES D 2 AFE
component of the convertible bonds &8, (M) 2,731 (14,474)
Profit attributable to ordinary equity holders 0fR A[#2 (&% 2 T SRR A A
of the parent before interest on convertible E3EHEZSHFH A FEML % A
bonds 63,725* 369,781
Number of shares
RO BE
2022 2021
—E-—CF —E-—F
Shares hav)
Weighted average number of ordinary AR EEREARRTZFA
shares in issue during the year used in BEEITE @R ke E
the basic earnings per share calculation 2,311,223,096 2,312,877,683

Effect of dilution — weighted average
number of ordinary shares:

ey e — TREIETI9H

Restricted share unit scheme SRR D LA 6,966,626 5,018,686
Convertible bonds AR ES 121,649,368 149,038,462
2,439,839,090* 2,466,934,831

Earnings per share: BRRARN :
Basic (RMB) ER(AREBT) 0.01 0.15
Diluted (RMB) BE(AR%T) 0.01 0.15

Because the diluted earnings per share amount is increased when
taking convertible bonds into account, the convertible bonds had an
anti-dilutive effect on the basic earnings per share for the year and
were ignored in the calculation of diluted earnings per share. Therefore,
the diluted earnings per share amounts are based on the profit for
the year attributable to ordinary equity holders of the parent of
RMB25,283,000 (2021: RMB342,424,000), and the weighted average
number of ordinary shares of 2,318,189,722 (2021: 2,317,896,369) in
issue during the year.
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Plant and Operating Motor Office Leasehold  Construction
Buildings machinery tools vehicles  equipment improvements in progress Total
Br  HEREE Bg1R g Bk HEEE kRIE it

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARMTR  ARBTR  ARMTR  ARMTR  ARBTR ARMTR  ARMTR  AREfR

31 December 2022 ZB-CETCB=t-R
At 1 January 2022; R-E-—%-f-H:
Cost A 952,002 424178 88,485 17,445 51,365 147,659 242,676 1,923,810
Accumulated depreciation Zithe (123413 (143,067) (58,187) (11,653) (30,253) (119,052) - (485,625)
Net carrying amount FmFE 828,589 8111 30,298 5,792 21,112 28,607 242,676 1,438,185
At 1 January 2022, net of RZE-—5-A-H

accumulated depreciation TB2:4E 828,589 8111 30,298 5,792 21,112 28,607 242,676 1,438,185
Additions e 10,084 1154 1311 9,924 879 21,689 91,323 148,430
Depreciation provided EfiHRIE

during the year (43,463) (39,984) (11,65) (2,993) (8,476) (22,984) - (129,556)
Disposals & (192) (6,201) (1,084) (571) 3 (494) (118) (8,663)
Transfers B 8,363 5349 - 482 40 - (14.234) -
Transfers to intangible assets ~ EREERAE - - - - - - (2.126) (2.126)
At31 December 2022, netof  W-E-—E+-fA=t-R:

accumulated depreciation B 2:0E 803,381 247,429 24,935 12,634 13,552 26,818 317,521 1,446,270
At 31 December 2022: R-E-—F+-A=1-H:
Cost A 970,253 426,170 81,151 24344 51,580 170,395 317,521 2,047,420
Accumulated depreciation ZinE (166,872) (178,741) (62.222) (11,710) (38,028) (143,577) - (601,150)
Net camying amount BEE 803,381 47,09 24,935 12,634 13,552 26,818 317,521 1,446,270
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Plant and Operating Motor Office Leasehold ~ Construction
Buldings machinery tools vehicles equipment  improvements In progress Total
CE BRI i BARE BERE fRLR &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR  ARETT  ARETR ARETR ARETr AREfR ARETR
31 December 2021 “E--E+-f=1-B
At 1 January 2021; R-B——F-f-R:
Cost A 802,517 372,01 89,730 16,762 47901 120,447 364,393 1,816,021
Accumulated depreciation ZitnE (111,978) (108,250) (53,800) (12,97) (22,365) (99,008) - (408 375)
Net carmying amount FEAE 690,539 264,021 35930 3,788 25536 23439 364,393 1,407,646
At 1 January 2021, net of W=E--£-f-R"
accumulated depreciation i agi 690,539 264,021 35930 3,788 25536 23439 364,393 1,407,646
Additions hE 40,082 36,136 6,876 3,200 3731 27180 65,698 182,903
Depreciation provided EfiHRIE
during the year (40,468) (40,829) (12,258) (1,408) (8,610) (21,127) - (124,700)
Disposals e (16,902) (6,589) (1,054) (230 (118) (885) - (25778)
Disposal of a subsidiary HENBAT - - - - - - (1,465) (1,465)
Transfers 73 155,338 2831 804 Y] 573 - (185,529) -
Transferstointangible assets ~ BAZEYEE - - - - - - (421) (93
At 31 December 2021, netof ~ W-E-—E+-A=+-R:
accumulated depreciation MhZiihE 828,589 281,111 30,298 5792 1,112 28,607 242,676 1,438,185
At 31 December 2021: R-E-—F+-f=1-A:
Cost R 952,002 24178 88,485 17,445 51,365 147,659 242,676 1923810
Accumulated depreciation ZiE (123413 (143,067) (58,187) (11,653) (30,253) (119,052) - (485,625)
Net carmying amount EHAE 828,589 281,111 30,298 5,792 1,112 28,607 242,676 1,438,185

As at 31 December 2022, the Group has yet to obtain property
ownership certificates for certain buildings with an aggregate net
book value of RMB6,679,000 (2021: RMB175,316,000). The Group is
still in the process of applying for the property certificates.

The current year additions of construction in progress included
approximately RMB677,000, which was the amortisation of land
lease payments during the construction period in 2022 (2021:

RMB677,000).
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group as a lessee

The Group has lease contracts for various items of properties used in
its operations. Lump sum payments were made upfront to acquire
the leased land from the owners with lease periods of 50 years, and
no ongoing payments will be made under the terms of these land
leases. Leases of properties generally have lease terms between 15
months and 7 years. Motor vehicles generally have lease terms of 12
months or less and/or are individually of low value. Generally, the
Group s restricted from assigning and subleasing the leased assets
outside the Group. There are certain lease contracts that include
extension and termination options and variable lease payments,
which are further discussed below.

(a) Right-of-use assets
The carrying amounts of the Group’s right-of-use assets and
the movements during the year are as follows:

REBEREBEA
AEETAREEFRNZENENRESLD -
AEEDRAMEH AN FARE T RBEEE
T MHAR50F - MREZE LB ERF
K BT ERESEFAIRIEA - MEAEHEE
BENFISEAZETE - AENERBEER12ME
ASAT R/ SERIBERE - —Ris - &%
BRI AAEEAIATEZ RO BHEEE °
BRIFIEE TESRMRRIEEEMTEHE
NHOEERLD  ARFEE—TwmdT

() EREEE
FR - AEEERREENREELED
m

Leasehold land Properties Total
HELT L/ ES et
RMB’000 RMB’000 RMB’000
ARET T ARETTT ARETTT
As at 1 January 2021 RZZE=——F—H—H 149,744 418,837 568,581
Additions NS - 355,182 355,182
Disposal of a subsidiary HEWB AT (22,465) - (22,465)
Depreciation charge HEEH (3,255) (265,977) (269,232)
Reassessment of a lease term B T HR R 2 T
arising from a decision notto  EARIFAEAE T -1E
exercise the extension option - (11,280) (11,280)
Revision of a lease term arising A& AR AT &GS 2
from a change in the non- R NECESGOEE!
cancellable period of a lease BE - (115,479) (115,479)
Impairment B - (24,281) (24,281)
As at 31 December 2021 and RZE——
1 January 2022 +ZA=+t—HK
—E-_—_#—HF—H 124,024 357,002 481,026
Additions INE - 373,442 373,442
Depreciation charge nEEH (2,856) (251,248) (254,104)
Reassessment of a lease term AT B 1 P
arising from a decision notto  EAMEHAEH T
exercise the extension option - (39,158) (39,158)
Revision of a lease term arising ~ AFH &R T A HiEE <
from a change in the non- EEINEC KD GOREE
cancellable period of a lease BE - (102,085) (102,085)
Impairment IE - (20,312) (20,312)
As at 31 December 2022 N_FE_—_—
+=-—A=+—~H 121,168 317,641 438,809
BRBERERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group as a lessee (Cont'd)
(a) Right-of-use assets (Cont’d)

The management of the Group concluded there were
indications for impairment and conducted impairment
assessment on recoverable amounts of certain right-of-use
assets with carrying amounts of RMB79,130,000 due to the
continuous COVID-19. The Group estimates the recoverable
amount of RMB58,818,000 of the several cash generating
units ("CGUs") of retail stores to which the asset belongs when
it is estimated the recoverable amount individually, including
allocation of corporate assets when reasonable and consistent
basis can be established.

The Group's leasehold land is located in Wuhan City of Hubei
Province, Dongguan City of Guangdong Province, Chengdu
City of Sichuan Province, Nantong City of Jiangsu Province,
Cangzhou City of Hebei Province and Qianjiang City of Hubei
Province, the PRC, with lease periods of 50 years.

During the year, RMB677,000 (2021: RMB677,000) of
amortisation of the prepaid land lease payments was capitalised
as part of the construction costs of the factory in Chengdu City
and Qianjiang City.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group as a lessee (Cont'd)
(b) Lease liabilities

REBEREMEAE)
(b) HEEE

The carrying amount of lease liabilities and the movements

during the year are as follows:

FA - HERENREEREFHNOT

2022 2021
—E-F T —4F
RMB'000 RMB'000
ARETT AREETTT
Carrying amount at 1 January Mn—A—BHE@EE 374,201 425,719
New leases HHE 365,500 337,199
Accretion of interest recognised FARERRF) S ILIE
during the year 16,997 17,321
Covid-19-related rent concessions R B HF AR R E A IS
from lessors BN S ER (34,790) (6,580)
Payments (NE (216,960) (282,679)
Reassessment of a lease term arising AN T EEEIEE T E AR
from a decision not to exercise the FHHAE F TS
extension option (23,014) (6,882)
Revision of a lease term arising from REESEM IR 2 2 Fm
a change in the non-cancellable BEYHHAEE
period of a lease (131,687) (109,897)
Carrying amount at 31 December R+Z—RA=+—HA#REE 350,247 374,201
Analysed into: DA -
Current portion mENER D 199,543 189,551
Non-current portion EMENER S 150,704 184,650
350,247 374,201

The maturity analysis of lease liabilities is disclosed in note 41
to the financial statements.

As disclosed in note 2.2 to the financial statements, the Group
has early adopted the amendment to HKFRS 16 and applied
the practical expedient to all eligible rent concessions granted
by the lessors for leases of certain properties during the year.

HE B BRI RS RA M 41 P BEE -

WEAEIRAME2 2 ERE - AEEERFARR
ERMBAYBHREERF165ENER - At
HEARBHNAAERERESESRAERER
TEREETYE

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

The Group as a lessee (Cont'd)

REBEREMEAE)

() The amounts recognised in profit or loss in relation to () MEZAEIANHEEHEBEHENT :

leases are as follows:

2022 2021
—E-—F — T
RMB'000 RMB'000
AR¥T T ARBTFT
Interest on lease liabilities HEBENFE 16,997 17,321
Depreciation charge of right-of-use assets {§ & ERIHTE & B 253,427 268,555
Expense relating to short-term leases B HH S BREMAZ (GTA
(included in cost of sales and selling and ~ $4ER AR EE kD)
distribution expenses) 23,839 7,884
Variable lease payments not included in 5t 2 & & B W EET &2 A]
the measurement of lease liabilities SHMSIRETAHEKR
(included in cost of sales and selling and ~ RZIHE R D i5F%)
distribution expenses) 32,898 52,956
Covid-19-related rent concessions from  3& B 70 A H EL37 50 fib A 2 15
lessors HEANERES (34,790) (6,580)
(Gain)/loss on modification of lease, net  FAEEET (Mzs), B8 %58 (13,458) 9,980
Impairment of right-of-use assets EREEERME 20,312 24,281
Total amount recognised in profit or loss A 1ExE AR 4E 4 58 299,225 374,397

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group as a lessee (Cont'd)
(d) Variable lease payments

(e)

The Group leased a number of the retail stores and premises
which contain variable lease payment terms that are based
on the Group’s turnover generated from the retail stores
and premises in the shopping malls. The following provides
information on the Group's variable lease payments, including
the magnitude in relation to fixed payments:

REBEREMEAE)

(d)

AEEE AN
AEEHEZEATEERDE  EFEE
ENAEERNBENTEERDENER
BO T BEENRGR - TXRHEFER
SEFEHAENKNER - BIREBEEN
KA R

Fixed Variable

payments payments Total

B E &K Gk -IEN st

RMB'000 RMB'000 RMB’'000

2022 —E-fF AR¥TT AR¥T T AR¥TT

Fixed rent EE® 239,787 - 239,787
Variable rent with minimum B] &% ~ &K

payment (DE:N 1,012 797 1,809

Variable rent only AEHE - 32,101 32,101

Total 5t 240,799 32,898 273,697

Fixed Variable

payments payments Total

& E TR AR w@Et

RMB’000 RMB’000 RMB'000

2021 —E-—F ARETTT ARETTT AREETTT

Fixed rent EEHE 239,455 - 239,455
Variable rent with minimum FJ &4 ~ &K

payment (NE:N 51,108 15,678 66,786

Variable rent only A& e = 37,278 37,278

Total 5t 290,563 52,956 343,519

A 10% (2021: 10%) increase in sales in the retail stores would
increase the total lease payments by 1% (2021: 2%).

The total cash outflow for leases and future cash outflows
relating to leases that have not yet commenced are disclosed in
notes 34(c) and 37(b), respectively, to the financial statements.

TEEHEBEEMION( T = —F
10% ) BB E R RAEIE M % (=F
T—F i 2%) e

HERNBESR AR NMERNRFGEES
B8 B9 R SR ER 20 h 0 Bl 10 B 7% R AR MY A
34(c) 237 (b) B FE -

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021
—EC-C8F T4
RMB'000 RMB'000
ARET T AREETTT
Prepayments for purchase of BEHMEREETEAN

other intangible assets FIE 759 2,500

Prepayments for purchase of BEYE - BB RERERR
property, plant and equipment FIE 22,288 35,030
Loan to an associate* m A A RRHE R 6,000 =
Total 4ast 29,047 37,530

& The loan to an associate is unsecured, bear interest at the 6% per * m—EBE AR HERESEEE 6% FF
annum and mature in June 2027. KA BIWR T —+F/AZIH -

1 64 Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Software Trademark Patents Total
g4 B =7 st
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETT
31 December 2022 —E_C—F
+t=ZA=+—-8H

Cost at 1 January 2022, netof ~WR-ZT =4

accumulated amortisation — B —BHA
Bk 25t 84 22,583 2,169 530 25,282
Additions during the year FARE 4,177 - - 4,177
Transfers from construction BROTEETRE
in progress 2,126 - - 2,126
Amortisation provided FRFTHRAVE
during the year (12,406) - (145) (12,551)
At 31 December 2022 RZTE-_—F
+=—RA=+—H 16,480 2,169 385 19,034
At 31 December 2022: RNZE-_—F
+TZA=+—8:
Cost DN 73,105 2,169 1,434 76,708
Accumulated amortisation STy (56,625) - (1,049) (57,674)
Net carrying amount REFE 16,480 2,169 385 19,034
31 December 2021 —E-_—F
+=A=+—H

Costat 1 January 2021, netof R-T-—4

accumulated amortisation —RB—HHIEA
R Rt HE8H 27,920 2,169 630 30,719
Additions during the year FRNRE 3,461 - - 3,461
Transfers from construction in -~ EEEERZ T
progress 421 = - 421
Amortisation provided FREHR AV
during the year (9,219) - (100) (9,319)
At 31 December 2021 R-TE-_—%F
+=-—A=+—H 22,583 2,169 530 25,282
At 31 December 2021: NZEZ—%F
+=A=+—8:
Cost [B%N 66,802 2,169 1,434 70,405
Accumulated amortisation St (44,219) = (904) (45,123)
Net carrying amount BREFE 22,583 2,169 530 25,282

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Group’s trademark is registered in the PRC and renewable
under local legislation. The Group intends to continuously renew
the trademark upon its expiry of registered duration of protection
and such renewal is expected to be at little cost. The trademark is
expected to continuously contribute to the net cash inflow of the
Group.

Impairment testing of other intangible asset —
trademark

The Group’s trademark has an indefinite useful life and is allocated
to the Group’s Zhou Hei Ya Business, which is treated as a cash-
generating unit for impairment testing:

Zhou Hei Ya Business cash-generating unit

The recoverable amount of the Zhou Hei Ya Business cash-generating
unit has been determined based on a value-in-use calculation using
cash flow projections based on financial budgets covering a five-year
period approved by senior management. The discount rate applied
to the cash flow projections is 13% (2021: 13%) and cash flows
beyond the five-year period are extrapolated using a growth rate of
5% (2021: 5%), which is the same as the long term average growth
rate of the casual braised food industry.

The carrying amount of the trademark allocated to the cash-
generating unit of the operation of the Zhou Hei Ya Business was
RMB2,169,000 as of 31 December 2022 (2021: RMB2,169,000).

Assumptions were used in the value-in-use calculation of the Zhou
Hei Ya Business cash-generating unit for 31 December 2022. The
following describes each key assumption on which management has
based its cash flow projections to undertake impairment testing of
trademark:

Budgeted income — The basis used to determine the value assigned
to income is the average income achieved in the year immediately
before the budget year, increased for expected efficiency
improvements and expected market development.

Discount rates — The discount rates used are before tax and reflect
specific risks relating to the relevant unit.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021

—E-CF —E-—4F

RMB'000 RMB'000

ARBT T AREETTT

Share of net assets SMEBEEE 633,246 569,271

Particulars of the Company’s material associates are as follows:

RABMERBZERBFBEAT ¢

Percentage of
Placeof  Ownership Voting Profit
incorporation interest power sharing  Principal activity
Name 21 aMEUBE  EREE REERSL wASK  EEEHR
Shenzhen Tiantu Xingnan Investment FmAERmREA B E PRC 25.00% 40.00% 25.00%  Investment fund
Partnership (Limited Partnership) (BBEAE)(FmXE®E m REES
("Shenzhen Tiantu Xingnan") (Note a) &) (Fffzta)
Shanghai Zhi Yi Enterprise Development  HES#MEERER AT PRC 49.90% 49.90% 49.90%  Investment holding
(“Shanghai Zhi Yi") (Note b) (TLs®z]) (M) i RERR
Changsha Tiantu Xingzhou Investment RS REEFRIEREAB R PRC 4386% 25.00% 4386%  Investment fund
Partnership (Limited Partnership) 2(ERAE)[RYRER i REES
("Changsha Tiantu Xingzhou") (Note ) &) (izc)
Hubei Dweling Foods Co., Ltd. MRERRERAR([H PRC 20.00% 20.00% 20.00%  Warehousing Business
("Hubei Dwelling”) (Note d) 8= ) (fizkd) i BRER
ACCF Ginkgo Capital | LP. ACCF Ginkgo Capital | Cayman Island 49.50% 3333% 4950%  Investment fund
("ACCF Ginkgo") (Note e) LP.([ ACCF Ginkgo ) HEHS REES
(Ftste)
BARBERZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(a)

(b)

In March 2018, the Group, through an indirect-wholly-owned
subsidiary, entered into a partnership agreement with Shenzhen Tiantu
Capital Management Centre (Limited Partnership) and Shenzhen Tiantu
Xing‘an Investment Enterprise (Limited Partnership) to jointly form
Shenzhen Tiantu Xingnan, an investment fund, as a limited partner
with an initial capital commitment of RMB500,000,000, representing
50.00% of the total commitment capital of RMB1,000,000,000 of this
fund.

The board composition of Shenzhen Tiantu Xingnan comprised of five
directors, of which two of them are appointed by the Group and the
remaining three directors were appointed by the other shareholders
of Shenzhen Tiantu Xingnan. The resolution of the board of directors
of Shenzhen Tiantu Xingnan requires approval by simple majority. As
such, the Group can exercise significant influence over Shenzhen Tiantu
Xingnan's financial or operating policies and, accordingly, the Group
accounts for Shenzhen Tiantu Xingnan as an associate.

As of 31 December 2021, the total paid-up capital of this fund
was RMB940,000,000, being the additional capital injection of
RMB151,500,000 made by an independent third party institutional
investors minus the capital distribution to all investors of
RMB60,000,000.

As of 31 December 2022, the total paid-up capital of this fund was
RMB850,000,000 as a result of the capital distribution to all investors
of RMB90,000,000 in January 2022. The Group's paid-in contribution
of RMB212,500,000 (2021: RMB235,000,000), represented 25.00%
(2021: 25.00%) of the total paid-up capital of this fund.

In April 2021, the Group, through an indirect wholly-owned subsidiary,
entered into an agreement with Shanghai Bofu Business Service Office
(Limited Partnership) to jointly form Shanghai Zhi Yi, with an initial
subscription amount of RMB29,940,000, representing 49.90% of the
total initial subscription amount of this associate.

As of 31 December 2022, the Group’s paid-in contribution of
RMB17,515,000 (2021: RMB17,515,000) represented 49.90% (RMB:
49.90%) of the total paid-up capital of Shanghai Zhi Yi.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(@)

(d)

(e)

In October 2021, the Group, through an indirect wholly-owned
subsidiary, entered into a partnership agreement with Shenzhen Tiantu
Capital Management Centre (Limited Partnership) and Shenzhen Tiantu
Investment Management Co., Ltd to jointly form Changsha Tiantu
Xingzhou, an investment fund, as a limited partner with an initial
subscription amount of RMB500,000,000, representing 50.00% of the
total initial subscription amount of this fund.

The board composition of Changsha Tiantu Xingzhou comprised of
four directors, of which one of them is appointed by the Group and
the remaining three directors were appointed by other shareholders of
Changsha Tiantu Xingzhou. The resolution of the board of directors
of Changsha Tiantu Xingzhou requires approval by simple majority. As
such, the Group can exercise significant influence over Changsha Tiantu
Xingzhou's financial or operating policies and, accordingly, the Group
accounts for Changsha Tiantu Xingzhou as an associate.

As of 31 December 2022, the total paid-up capital of this fund
was RMB570,000,000, being the additional capital injection of
RMB70,000,000 by independent third institutional investors.
The Group’s paid-in contribution of RMB250,000,000 (2021:
RMB250,000,000) represented 43.86% (2021: 50.00%) of the total
paid-up capital of Changsha Tiantu Xingzhou.

In November 2021, the Group, through an indirect wholly-owned
subsidiary, disposed of 80% ownership of Hubei Dwelling, and the
remaining 20.00% of equity interest in Hubei Dwelling was accounted
for investment in an associate.

For the year ended 31 December 2022, the Group made a
RMB90,000,000 capital injection into Hubei Dwelling.

As of 31 December 2022, the Group's paid-in contribution of
RMB15,000,000 (2021: RMB6,000,000) represented 20.00% (2021:
20.00%) of the total paid-up capital of Hubei Dwelling.

In June 2022, the Company entered into a partnership agreement with
Advantage China Consumer Fund (ACCF Capital) and Ginkgo Future
Ltd. to jointly form ACCF Ginkgo Capital | L.P, as a limited partner, with
an initial subscription amount of USD30,000,000, representing 49.50%
of the total initial subscription amount of the fund.

The board composition of ACCF Ginkgo comprised of three directors,
of which one of them is appointed by the Group and the remaining
two directors were appointed by the other shareholders of ACCF
Ginkgo. The resolution of the board of directors of ACCF Ginkgo
requires approval by simple majority. As such, the Group can exercise
significant influence over ACCF Ginkgo's financial or operating policies
and, accordingly, the Group accounts for ACCF Ginkgo as an associate.

As of 31 December 2022, the Group’s paid-in contribution of
USD10,000,000 represented 49.50% of the total paid-up capital of
USD20,200,000.

(e)
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RZZEZZF A ARFHERBREBA - H
Advantage China Consumer Fund (ACCF Capital)
K Ginkgo Future Ltd7] 32 & % Wk + FERK L
ACCF Ginkgo Capital | LP » It RE L E B
30,000,000% 7T - HZE S B RXRBEHEEN
49.50% °

ACCF GinkgoH)EEER=RESMHEKX - HF—
ZERDHEAEERME  MBINREESAHE
ft ACCF Ginkgof& 5 Z £ © ACCF GinkgoH)E %=
BREREDBEESHEZ TUBE - Bt - A
B AEACCF GinkgoH) B 765 S AT & UK A LA B
MERFES - MAEEEACCF Ginkgod! fEHE
A)\/‘\—J

BHE-_Z-_—_F+-A=+—0 KEEEHL
% 10,000,000 7T + 1E 412 & A48 %820,200,000
XJTHY49.50% °
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The following table illustrates the summarised financial information

in respect of material associates adjusted for any differences in the

TNRFHAR

EXRBER

A BEMEE(E
M BRERFLABY BERSWHRRAN

accounting policies and reconciled to the carrying amount in the BEEEYEE) :
consolidated financial statements:
Shenzhen Changsha ACCF
Tiantu Tiantu Shanghai Hubei Ginkgo
Xingnan Xingzhou ZhiYi Dwelling  Capital I LP Total
ACCF
R &Y Ginkgo
RERE REEE LE%s Mit4E  Capital ILP st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
31 December 2022 ZECZETZAZT-B ARBTR  ARMTRT ARMTR  ARBTR  AREBTR  ARMTR
Current assets THEE 57,423 20,426 35,093 4,625 105,855 223,422
Non-current assets FERBEE 1,052,462 551,817 - 100,117 29948 1,734,344
Current liabilties REARE (482) (226) - (116) (355) (1.179)
Non-current liabilities FRBaE - - - - - -
Net assets EE¥H 1,109,403 572,017 35,093 104,626 135448 1,956,587
Proportion of the Group's AEENREEELD)
ownership 25% 43.86% 49.9% 20% 49.5%
Camying amount of the BRRANEEE
investments 271,351 250,885 17,51 20,925 66,574 633,246
Revenue ey 39,304 35,134 - - 669 75,107
Profit for the year EREH 26,431 9,005 (2) (78) (5,236) 30,124
Total comprehensive income FRZARAEE
for the year 26,431 9,005 2) (74) (5,236) 30,124

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Shenzhen Changsha

Tiantu Tiantu Shanghai Hubei
Xingnan Xingzhou Zhi Yi Dwelling Total
wT R
REHR AEEE HEEE HILRE FeE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
31 December 2021 “E-—F+ZA=t—H ARETT ARETT ARETE ARETT AR%®TR
Current assets MEBBE 160,234 320,234 35,094 5,031 520,593
Non-current assets FRBEE 1,013,158 172,858 - 54,785 1,240,801
Current liabilities RBEE (300) - - (116) (416)
Non-current liabilities FnEaE - - - - -
Net assets BEYE 1,173,092 493,092 35,094 59,700 1,760,978
Proportion of the Group's REENERELS
ownership 25% 50% 49.9% 20%
Carrying amount of the ABRENEREE
investments 293,273 246,546 17,512 11,940 569,271
Revenue gy - - - - -
Profit for the year F R 141,219 (6,907) (6) (877) 133,429
Total comprehensive income FHNZEKRALSE
for the year 141,219 (6,907) (6) (877) 133,429

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021
—EBC-CF —T—F
RMB'000 RMB'000
ARET T ARBTFT
Equity investments designated at fair IEEBRAFETFAEMEEZEEA
value through other comprehensive ZRERE  FER
income, non-current
Hubei Mingchuang Agricultural Technology #iibBRAIZ % RIF R AR A
Development Co., Ltd. (“Mingchuang”) (TreA#ll) 2,500 -

The above equity investments were irrevocably designated at fair
value through other comprehensive income as the Group considers
these investments to be strategic in nature.

In January 2022, the Group, through an indirect-wholly-owned
subsidiary, entered into a capital subscription agreement with
Mingchuang, an unlisted company incorporated in the PRC, with
a capital increase with RMB2,500,000 representing 3.33% of total
paid-in capital of Mingchuang. Mingchuang is principally engaged
into food processing.

BN AEE R A LR BRI E - %
RE AR @A IEE RIR A FEFF ARG ZE K
A

RZZT—_—F—F A5EEBEBE2EN
B E A (—ER B FIELETA
AFIM BEAR BB - 1EETEARK2,500,000
TC AR E M E A BRER3.33% c BHEIEER
ERMIT -

2022 2021

—EC-CF T —F

RMB'000 RMB'000

AR®TT ARKETTT

Raw materials R 220,808 253,273
Work in progress R 2,114 815
Finished goods UK A 33,748 46,433
Packaging materials BEME 24,056 21,416
280,726 321,937

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

2022 2021

—E-CF —ET-—F

RMB'000 RMB'000

AR®TF T AREETTT

Trade receivables & 5 W R IE 63,297 74,906
Less: Impairment provision B ORERE (7.260) (1,335)

56,037 73,571
The Group seeks to maintain strict control over its outstanding AREE S SR E B IR AR ERIEIE S - LA

receivables to minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the aforementioned
and the fact that the Group's trade receivables related to various
diversified customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or other credit

enhancements over its trade receivable balances. Trade receivables

are non-interest-bearing.

The ageing analysis of the trade receivables as at the end of

REREEARR - SREIEE T Rin] BHE
o ER L XA R AR EE 5B UGREZ (E
TRAZFEHNEE WA BEAEHERA
@ o ARE W EpEE H R IRERST A
EHmEMIE SR - EREBFATEE -

SHRRZEZAHEONE S RUGKIAR(EH

#
the reporting period, based on the invoice date and net of loss BRETERME) BRSO ITIAT ¢

allowance, is as follows:

2022 2021
—E-CF T
RMB'000 RMB'000
ARBTT ARETTT
Within 3 months =EAN 46,665 57,554
3 to 12 months =Zz+—-{@EA8 1,919 15,434
Over 1 year —F LA E 7,453 583
56,037 73,571

BARBERZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

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

BRI R EBREEEE T

2022 2021

s 5 T4

RMB'000 RMB'000

AR¥T T ARBTFT

At beginning of year F4) 1,335 -
Impairment losses (note 7) BB EE (FIEE7) 5,925 1,335
At end of year FR 7,260 1,335

The Group applies the simplified approach to provide for expected
credit losses prescribed in HKFRS 9, which permits the use of the
lifetime expected loss provision for all trade receivables. The Group
overall considers the characteristics of the shared credit risk and
the days past due of the trade receivables to measure the expected
credit losses. Majority of the receivables were neither past due nor
impaired and relate to diversified customers for whom there was no
recent history of default and in general, the Group recognises a loss
allowance based on a 12-month ECLs at each reporting date. The
Directors are of the opinion that the credit risk was minimal in view
of there has not been a significant change in credit quality.

To measure the ECLs, trade receivables have been grouped based
on shared credit risk characteristics and the days past due. The ECLs
below also incorporate forward-looking information. The impairment
as of 31 December 2022 and 2021 is determined as follows:

REBERBBEIERHEE B REEREI
SEATRENTRREREEE - ZERAFFERME
B S RUGANEEFERNERERRE - K
SEERERBEEERRSEBNE SRR
HBHIRBAGT EEREEEE - RO &
WORIEBE AR B B IR AR E - BT BN AR 4) A0
BRNZTCEPAR  M—RME @ AREIRE
X HEH SN+ A BREREEEREREER
o ENEEERAYBEAEE)  EERREE
R E DR

RAERMERER  EZRUFIRERIEBEAS
EERBSHABMRECETTOME - N TIRHE
EFEREBERRUES - BE-T-_—FK—
E_—F+-A=+—H  BEBIAT

2022 2021

—E-CF T —F

RMB'000 RMB'000

AR®T R ARETTT

Expected credit loss rate TEEfEEIEAR X 11.47% 1.78%
Gross carrying amount BEREER 63,297 74,906
Impairment THE 7,260 1,335

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

2022 2021

—EC-C8F T4

RMB'000 RMB'000

AR¥T T AREETTT

Prepaid property rents ERYEES 27,309 23,333
Advances to employees BTEEMNT IR 1,309 1,730
Advances to suppliers i T EE R TEN 35,291 37,014
Deductible input VAT AIHIRE TR IR R 37,614 62,034
Interest receivable JE U FI] B, 22,503 26,608
Other receivables for disposal of property & ¥) % &) H i fE U %18 - 7,293
Others Hih 12,040 14,848
136,066 172,860

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which

there was no recent history of default.

PR EESEARIORE o St A LRSS R
B A T HAN B R R SR e UGB B -

2022 2021
—E-CF T4
Notes RMB'000 RMB'000
s AR¥FT AREETTT
Current: BNHR :
Other financial assets at FVTPL RAFAEF B EA
Structured deposits products R RE M 0) 307,546 454,499
Wealth management products TEEFEE G (ii) 717,189 662,809
1,024,735 1,117,308
Non-current: JERNHR :
Other financial assets at FVTPL BATEF B EA
Private equity fund CRHEELEREES (iii) 120,000 120,000
1,144,735 1,237,308
BRBERERERAR
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Notes to

Financial Statements B #3R RKfzE

31 December 2022 —E-——%+-A=+—H

Notes:

(0]

(ii)

(iii)

The above structured deposits products were issued by licensed banks
in Mainland China. As at 31 December 2022, structured deposits of
RMB307,546,000 (2021: RMB454,499,000) were classified as financial
assets at fair value through profit or loss as these structured deposits
are with expected rates of return (not guaranteed) at floating rates
ranging from 1.50% to 3.90% (2021: 1.00% to 4.05%), linked to
foreign exchange rate.

At 31 December 2022, the wealth management products of
RMB717,189,000 (2021: RMB662,809,000) were issued by licensed
banks in Mainland China and Hong Kong. They were mandatorily
classified as financial assets at fair value through profit or loss as their
contractual cash flows are not solely payments of principal and interest.
The underlying investments of the financial assets were primarily short-
term sovereign bonds, financial bonds and central bank bills, and
other investment products issued by commercial banks in the inter-
bank market in Mainland China and Hong Kong, which were very
liquid with a relatively short-term maturity. The products have maturity
within 90-365 days and the expected but not guaranteed returns are at
3.60%-5.86% (2021: 3.40%-6.80%) per annum. None of the wealth
management products are past due.

At 31 December 2022, the financial assets of RMB120,000,000 (2021:
RMB120,000,000) represented a private equity fund, of which the
Group is a limited partner. They were mandatorily classified as financial
assets at fair value through profit or loss as their contractual cash
flows are not solely payments of principal and interest. The private
equity fund is managed by an independent professional fund manager
approved by Asset Management Association of China for a period of 5
years.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

BifaE

(ii)

(iii)

Lzﬁ%%ﬁﬁ%’x%ﬁu%qﬂmeﬁﬁ%&ﬁ%
T-RZZEZ=ZF+=ZA=+—8 " &B4ERF
m/\lﬂmw 546,000 (=T =—F : AR¥
454,499,0007T ) #E D AR A FEFT AB=L
SREE  RAAZSHEBETERABEHEHRE
(EEFER) THEN F1.50%ZE3.90% (== —*4F :
1.00% £ 4.05% ) #) E3 SN [ 5= 5545 19 )% B) FI| K
B

R—_FE-_—_F+_A=+—8 ' AR¥
717189000 L (Z T = — F : AR ¥
662,809,000t ) MIEBFE M Jh B Bt & &
;%Mﬁ'&fiﬁ%é” ZEWIE SR H BRI

AFEFABENEREE  REAABRENEYN
MERESIFETNEAERFE - BRASREE
WIREXERRERHPEE  SRERTFRIETE
BREERTRPERNL R EBRITRZEMN SR
THEMISEER - ZSEMRBMR - ER
PREKE o %5 I8 BARR /T 90 £ 365K -
HBHETRENFERHREH3.60%%5.86%
(ZZB=—4% : 3.40%%6.80%) ° ZZIBEE M
Bz o

R—ZBE-_—_F+=_A=+—8 -
120,000,000 7t ( = & — — F : A R ¥
120,000,0007T) W& B EE RTLEREES - &
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021

—E-CF —E-—4F

RMB'000 RMB'000

AR¥TT AREETTT

Restricted cash ZREIHEE 100,000 =

As at 31 December 2022, the restricted cash of RMB100,000,000
(2021: nil) represented non-interest-bearing cash deposits for letters
of credit paid to commercial banks and will be returned upon the
completion of the corresponding transaction.

All of the restricted cash of the Group was denominated in RMB as
of 31 December 2022 and 2021.

MN-EBE-—F+-A=+—H IRFBFELAR
#100,000,0007T (=& =
BEINFEERITOIAEIRELRS  IBR

HEARZ S TTRIZIRIE

R-F-__FR-ZF-_—F+-A=+—8 XK

—F ) ERERE

SEMEXRIREUAREE -

2022 2021

—EC-C8F T4

RMB'000 RMB'000

AR¥T T ARBTFT

Cash in transit TRIRE 700 1,092

The cash in transit represents the sales proceeds settled by debit
cards or credit cards at the year end, which have yet to be credited
by the banks to the Group.

EEREENFRAMERRRERREEERTT

ARFT AR B A HEFSHOR -

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021
—E-CHf T4
RMB'000 RMB'000
AR¥T T ARET T
Cash and cash in bank I BRI EETER 210,618 271,493
Time deposits TFHIER 1,034,630 1,829,760
1,245,248 2,101,253
Less: Time deposits with maturity over B =18 A A ERIERE
three months RaGYER (757,707) (1,829,760)
Cash and cash equivalents BENEEEEY 487,541 271,493

At the end of the reporting period, the cash and bank balances
and time deposits of the Group denominated in RMB amounted to
RMB926,097,000 (202 1: RMB788,836,000).

The RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange
business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

The carrying amounts of the cash and cash equivalents approximate
to their fair values.

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022

RIREHR - AEEUARETENE S KR
1T RS M E BifF 0B A R 1926,097,0007T
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The ageing analysis of the outstanding trade payables as at the end RIRE BRI E 2D A LN E S ENK

of the reporting period, based on the invoice date, is as follows:

TBHERER DT T

2022 2021
—E-F —E-—4F
RMB'000 RMB'000
ARET T AREETIT
Within 3 months ={EARA 104,492 69,719
3 to 6 months =E=~EA 1,302 6,779
6 to 12 months NET @A 809 742
Over 12 months TZEAMAE 841 693
107,444 77,933
The trade payables are non-interest-bearing. B ENRBEREE o
2022 2021
—EC-CHF —E-—%F
RMB'000 RMB'000
ARBT T ARETFT
Current B
Refundable advances from customers ] FREME PR 49,105 52,982
Payables for purchase of property, BEYE  WEKRED
plant and equipment JEF /18 32,038 55,013
Payables for short term leases A SR IE 3,142 1,750
Payroll and welfare payable e TE RAEH 152,659 161,211
Other tax payables H b e A HiIE 7,682 15,422
Deposits received from suppliers EE ARGk 51,579 82,079
Freight expenses EERY 16,047 14,290
Contract liabilities EHBE 48,250 39,249
Other payables HAv e FRIE 34,924 44,436
395,426 466,432
Non-current FERED
Contract liabilities BHEE 32,850 36,105
428,276 502,537
BRBERERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Other payables are unsecured, non-interest-bearing and repayable

HtENFIESERR - Tt 8 AARERE

on demand. B o
2022 2021
—E-F —E-—4F
RMB'000 RMB'000
AR¥T T AREFTT
Short-term advances received from RE P WE R HR B
customers
Current TE
Sale of goods HEEm 30,327 25,380
Franchise services RFEFRRAS 17,923 13,869
Total contract liabilities, current EHBEEERE  RE 48,250 39,249
Non-current B
Franchise services R ARTS 32,850 36,105
81,100 75,354
Contract liabilities include advances received to deliver products and AN BEPERINE S EEF RS E H B

franchise services. The increase in contract liabilities was mainly due
to the increase in sales orders and provision of franchise services at
the end of year.

On 5 November 2020, the Company issued convertible bonds due
2025 in the aggregate principal amount of HK$1,550,000,000. The
bonds are convertible at the option of the bondholders into ordinary
shares on 16 December 2020 on the basis of the initial conversion
price of HK$10.40. The bonds are redeemable at the option of the
bondholders on 5 November 2023 at 103.86% of their principal
amount together with accrued but unpaid interest. Any convertible
notes not converted will be redeemed on 19 November 2025 at
106.58% of its principal amount together with accrued but unpaid
interest. The bonds carry interest at a rate of 1% per annum, which is
payable half-yearly in arrears on 5 May and 5 November.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The convertible bonds comprise two components:

a) The debt component was initially measured at fair
value amounting to HK$1,494,938,000 (equivalent to
RMB1,258,139,000). It is subsequently measured at amortised
cost using the effective interest method after considering the
effect of the transaction costs.

b)  The derivative component comprises conversion options and
early redemption options (not closely related to the debt
component), which were initially measured at fair value with
an amount of HK$55,062,000 (equivalent to RMB46,341,000).

The total transaction costs of HK$29,104,000 (equivalent to
RMB24,494,000) that are related to the issue of the convertible
bonds were allocated to the debt component exclusively in its initial
measurement, and were included in the carrying amount of the debt
component and amortised over the period of the convertible bonds
using the effective interest method.

As at 31 December 2022, there has been no conversion of the
convertible bonds. The Group partially redeemed the convertible
bonds at a discount, with an aggregate par value of HK$1,056
million during 2022. The early redemption cost was approximately
RMB887 million.

FHARE S R ER D AR

a) (EEED W iR AF(E1,494,938,00078 7T
(FENARE1,258,139,0007T )51 & ° K&
BEABRMNEELHRR DKM ZE
BRI SEPRAGT = o

b) PTEHHE %EW%/?&*&}%EEE@%@HE
HEKBHIBRREE)  OLRAFE
55,062,000 7T (FHE R AR #46,341,000
JL)RTE ©

HETARREFEEOR KN NBE
29,104,000/ T (FHE R A R#24,494,0007T) 2
REVIAIERE 2SO REERID + RatA
BRI D RIFREE @ WA BERF R AR Al
EF A HAR T THESH o

HE-_T-—"F+-A=+—H  $EERam

fZfEH - RZTZZF - AEBUFTRELHE
ERRRES - BEEAR1,056 8 BBIT © 12
BRI BARESSTEEIT °
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Embedded
Debt derivative
component component Total
B BARCTER D #et
RMB’000 RMB’000 RMB’000
ARBFIT ARETFT ARBTFT
Nominal value of convertible  —Z = —FF317R#2
bonds issued in 2021 REFHEE 1,240,150 50,184 1,290,334
Interest expense F B R 41,831 - 41,831
Interest paid EFE (12,844) - (12,844)
Exchange realignment PE W SR (35,784) (1,432) (37,216)
Gain arising on change of NEEEFEEZ
fair value Wz = (14,474) (14,474)
As at 31 December 2021 RZTE-—%F
+=-A=+—-8 1,233,353 34,278 1,267,631
Interest expense FERZ 35,711 - 35,711
Interest paid 2RFLE (10,430) - (10,430)
Exchange realignment b 5, B 95,636 2,704 98,340
Early redemption FERIHE (914,591) (22,856) (937,447)
Gain arising on change of NP EEHEEZ
fair value Uezs - 2,731 2,731
As at 31 December 2022 P —
+=-—A=+—H 439,679 16,857 456,536

Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

31 December 2022 31 December 2021
ZE-CE+ZAZt-H “E--%tZR=t-H
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000
BRFIZ(%) BRAR  ARMTT  ERNE%) ERER  ARETR
Bank borrowings - unsecured RITER—BER 2.05-25 2023 60,000 24 2022 50,000
- Sk i
Bank borrowings - secured () FTEZ—BHEA() 2.1 2023 100,000 - - -
ZEBCZE
160,000 50,000
Notes: MH5E

The Group's bank borrowings are secured by the following:

() As of 31 December 2022, the Group's time deposits of RMB 100,000,000 i)y #BE-—ZT—_—

REEEIRITEFA TG AAEER

F+-A=+—8  TEEEHF

were pledged for this letter of credit. FKARE100,000,0007C B EIFEEAERE ©

ERBEREZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The movements in deferred tax assets and tax liabilities during the

year are as follows:

FRRLERBEERMBRENZBNT

Deferred tax assets EAERIEEE
Accumulated Expenses  Government
losses accrued grants Others Total
REER e BRTHEE Hith @t
RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBT T ARBTR ARBT T AT ARBTR
At 31 December 2021 and R-ZT-—F+=R
at 1 January 2022 =f+—8k
—E-__F—Hf—H 34,956 16,700 13,644 18,845 84,145
Deferred tax (charged)/credited to FRAEBRAR),/EEH
profit or loss for the year (note 10)  IEZERIA(FIEE10) 28,891 (1,601) (2,972) (3.357) 20,961
At 31 December 2022 RZE-_—F
+-A=+—-H 63,847 15,099 10,672 15,488 105,106
Accumulated Expenses  Government
losses accrued grants Others Total
25tEE FETRS DdeREEn! Hith 5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARBTT  ARETT ARBTT
At 1 January 2021 R-Z2-—%—f—H 40,710 16,700 14,040 9,430 80,880
Deferred tax (charged)/credited o~ FENE B (IR )/ HEH
profit or loss for the year (note 10)  IEIERIB(KiEE10) (5,500) = (396) 9,415 3,519
Disposal of a subsidiary HERBAT (254) = = = (254)
At 31 December 2021 i
+-A=1+—-H 34,956 16,700 13,644 18,845 84,145
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

Deferred tax liabilities EEFIEEE
Depreciation
allowance in Fair value Share of
excess of  adjustments profit
related of financial attributable
depreciation instruments  to associates Total
BHARTE SMIEZ FEfLEEE
HITERE AV ERR NS st
RMB'000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARET T
At 31 December 2021 and R-ZE——%+—A
at 1 January 2022 =+—Hk
R-Z—_—_F—H—H (36,573) (3,564) (15,272) (55,409)
Deferred tax charged to profit or FREEBEZINRE
loss during the year (note 10) EIERIE(MEE10) 872 1,045 (2,642) (725)
At 31 December 2022 NI _F
+=A=+—8H (35,701) (2,519) (17,914) (56,134)
Depreciation
allowance in Fair value Share of
excess of adjustments profit
related of financial attributable
depreciation instruments to associates Total
B AR T & SRMIAY JE(E B
BT E R NEERE NElEA st
RMB'000 RMB'000 RMB'000 RMB'000
ARBTFT ARBTF T AR®TF T ARBTF T
At 1 January 2021 RZE=—F—H—H (30,482) (3,313) (6,767) (40,562)
Deferred tax charged to profit or FREEENRAET
loss during the year (note 10) BIE(FEE10) (6,091) (251) (8,505) (14,847)
At 31 December 2021 NZEZ—4F
+=A=+—8H (36,573) (3,564) (15,272) (55,409)
BARBERZERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Deferred tax liabilities (Cont'd)

As of 31 December 2022, the Group had unused tax losses of
RMB17,816,000 (2021: RMB19,828,000) available for offsetting
against future taxable profits in respect of certain subsidiaries
in Mainland China, for which no deferred tax assets have been
recognised. Deferred tax assets have not been recognised in respect
of these losses as they have arisen in certain subsidiaries that have
been loss-making for some time and it is not considered probable
that taxable profits will be available against which the tax losses can
be utilised. The available period of the unused tax losses will expire
in one to five years for offsetting against future taxable profits.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors. The Group is therefore
liable for withholding taxes on dividends distributable by those
subsidiaries established in Mainland China in respect of earnings
generated from 1 January 2008. Under the current organisation
and operation structure, the Group's applicable rate is 10%
(2021: 10%). The aggregate amounts of temporary differences
associated with investments in subsidiaries in Mainland China for
which deferred tax liabilities have not been recognised amounted
to approximately RMB309,261,300 as at 31 December 2022 (2021:
RMB319,090,300).

As of 31 December 2022, no deferred tax liability has been
recognised for withholding taxes that would be payable on
unremitted earnings of the Group’s subsidiaries established in
Mainland China (2021: Nil). In the opinion of the Directors, it is
not considered probable that these subsidiaries will distribute such
earnings to foreign entities in the foreseeable future.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

2022 2021
— g5 T4
RMB'000 RMB'000
ARET T ARBTFT
Non-current ERE 49,474 51,298
Current D 2,283 2,372
51,757 53,670
The movements in government grants during the year are as follows: FABRTHEBHESHOT
Non-current Current Total
IR ED B et
RMB’'000 RMB’'000 RMB’000
ARETTT ARETTT AREETTT
At 1 January 2021 JrA=S —H—H 53,670 2,372 56,042
Released to current portion Eé?;ﬁij}é 5 (2,372) 2,372
Released to profit or loss BEiEn - (2,372) (2,372)
At 31 December 2021 R-TE-——%F
+=-—A=+—H 51,298 2,372 53,670
At 1 January 2022 N-_E-_—_F—HF—H 51,298 2,372 53,670
Payments were received FAUET R
this year 459 - 459
Released to current portion BB D (2,283) 2,283 -
Released to profit or loss BEE= - (2,372) (2,372)
At 31 December 2022 P ==
+—-—A=+—~H 49,474 2,283 51,757
BRBERERERAR
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

2022 2021
—E-CF —E-—4F
RMB'000 RMB'000
AR¥T T AREFTT
Authorised: VERE ¢
50,000,000,000 shares of USD0.000001 50,000,000,000/% &%
each (2021: 50,000,000,000 shares of HE{E0.0000013 T B A 15
USD0.000001 each) (=ZZ=—% : 50,000,000,000
A% &A% E {E0.0000013E 7T HY
&7 ) 306 306
Issued and fully paid: BETRAR
2,383,140,500 shares of USD0.000001 2,383,140,5000% &hx%
each (2021: 2,383,140,500 shares of E{E0.000001 ETHIAR 15
USD0.000001 each) (== =—% :2,383,140,500
A& & AZEI{E0.000001 3 TTHY
&%) 16 16
A summary of movements in the Company’s share capital is as RNARKIRRAZE B AT -
follows:
Numbers of
shares in issue Share capital Treasury shares
ERITRAEE & EFRS
RMB’000 RMB’000
AREFIT AREFTT
At 1 January 2021 N-—E-_—F—HF—H 2,383,140,500 16 (263,525)
Repurchased of shares il = = (83,286)
Exercise of share-based awards 1T LARR(D S 15 B9 228D - — 5,366
At 31 December 2021 R-E——%F
+=-—A=+—H 2,383,140,500 16 (341,445)
At 1 January 2022 R-_ZTE-_—F—HF—H 2,383,140,500 16 (341,445)
Exercise of share-based awards 7 LARR(D S 15 69 22D - - 16,986
At 31 December 2022 R —4F
+=-—A=+—H 2,383,140,500 16 (324,459)
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The Company operates a restricted share unit scheme (the
“Scheme”) on 25 July 2018 for the purpose of providing incentives
and rewards to eligible participants who contribute to the success of
the Group's operations. Eligible participants of the Scheme include
the Company’s directors and senior management. The Scheme
became effective on 25 July 2018 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

During the period from 30 August 2018 to 24 October 2018, the
Company purchased 65,412,000 of its shares on the Hong Kong
Stock Exchange for a total cash consideration of HK$299,998,000,
equivalent to RMB263,525,000. The purchased shares will be
used as awards for the participants in the Scheme. In 2021, the
Company purchased 10,633,000 of its shares on the Hong Kong
Stock Exchange for a total cash consideration of HK$99,975,000,
equivalent to RMB83,286,000. As at 31 December 2022,
70,930,057 (2021: 74,713,042) ordinary shares of the Company
were held by the trustee of the Scheme. The total number of RSUs to
be granted under the Scheme in any financial year shall not exceed
3% of the total shares in issue of the Company as at the beginning
of the financial year.

(a) 20 April 2020

On 20 April 2020, the restricted share units (the “RSUs") of
the Company representing 4,580,900 ordinary shares with par
value of US$0.000001 each of the Company (the “Shares”)
were approved to be granted to 24 selected persons including
2 directors under the Scheme. The grantees of the RSUs are
required to pay for the grant of any RSUs under the RSU
Scheme based on 20% of the average closing share price in
March 2020, which amounted to HK$0.83 per RSU.

On 25 March 2021, the RSUs of the Company representing
1,065,575 Shares were approved to be further granted to
the selected persons mentioned above under the Scheme.
The grantees of the RSUs are required to pay for the grant
of any RSUs under the RSU Scheme based on 20% of the
average closing share price in March 2020, which amounted to
HK$0.83 per RSU.

ARRR-_E—N\FLA-TABRBXRHIK
T""“Mﬁﬂ(ﬁ&"l‘;lb VASAE) B 228 S A SR 8
EBRINELERINAER2EE - Lt EINA
ﬁn//\%@}§$ RAEERSREEE - %8
RZB-N\FLAZTHBEEN - RIESITEUH
S EFT - BRIBZERERPRI0F -

REZZE—NFNA=Z+HE=_Z—N\F+A
:er EI REREA AR BN E BT
B 65412,0001 kX ARIRG - BEERER
299,998,000 7% 7T, (48 & 7 A K 5 263,525,000
L) o BEREERM A B2 8 E RN RE -

RZEZ—F  ARARBEBBRIAEBEE
10,633,000 B X R Al fxfh - MR EREA
99,975,000/ 7t (B E M AR #83,286,0007T) ©
F:?::¢+*ﬂ:+*ﬂ'm9%ﬂW%
T4 74,713,0420% ) AR B E @A B
STEIFFEARE ° E’\l*ﬁﬁﬁﬁlﬁrﬁﬁxﬁﬁ%ﬂﬂﬁ
PEBEAIFEIR TR EIRG B L8 - 5
B ZE B S BRI AN A BB B TR D 48 8 B E’\]
3% o

() —ZE2=EFWMA=+H
RZZZTFMA=1+H - BEZTE
RARZRAIEDEN ([ ZREKRHE
I ) RFTAR R &A% HEE A0.000001% 7T
/Y Bk 4,580,900 8% i 7 ([ &3 1) B &% T
08B FANT(BIE2EES) - ZBEHIRD
BRI ABRARIE R B () BB AT )
REWERZRHRDEMIEZS =TF
= AW HIEE20% (BNE IR SR 7 2
70.838 7 ) LA HIE o

R-_E-_—F=A—+HA8 " REZ:
g - RARIZR B BN 1,065,5758% 8%
NEEEE—FPET LMETAL - ZR
il A1 BE AL AR A A R AR IR S2BR I AR 1D B
T EIREOERZRERDEMIE =T

ZEF= A FHKRMER20% (B X PR
BAD BE(710.8378 7T ) T FIH ©
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(b) 25 March 2021

()

On 25 March 2021, the RSUs of the Company representing
10,206,295 Shares were approved to be granted to 160
selected persons including 2 directors under the Scheme.
The grantees of the RSUs are required to pay for the grant
of any RSUs under the RSU Scheme based on 20% of the
average closing share price in March 2021, which amounted to
HK$1.23 per RSU.

31 March 2022

On 31 March 2022, the grant of 12,106,500 RSUs to 220
selected persons including 2 directors under the Scheme was
approved. The grantees of the RSUs are required to pay for the
grant of RSUs at a price of HK$1.23 per RSU.

As of 31 December 2022, the aggregate shares concerned
represented 1.20% (2021: 0.66%) of the Company's issued shares as
at 31 December 2022.

The granted RSUs shall vest, subject to the performance of the
individual grantee and the Company, as follows:

0)

(ii)

(iii)

(iv)

as to 25% of the RSUs on the date ending 12 months after the
date of grant of the RSUs;

as to an additional 25% of the RSUs on the date ending 24
months after the date of grant of the RSUs;

as to an additional 25% of the RSUs on the date ending 36

months after the date of grant of the RSUs; and

as to the remaining 25% of the RSUs on the date ending 48
months after the date of grant of the RSUs.

Zhou Hei Ya International Holdings Company Limited
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Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

The following shares were outstanding under the scheme during the

HAFRI A - ARAERZ T B B A TR (R R 35T

period:
2021 B
Number of shares
Share price R#%A
as at the Granted Vested Forfeited
date Exercise  Asat1Jan  duringthe  duringthe  duringthe  Asat31Dec
Date of grant of grant price 2021 year year year 2021  Vesting period
REF BEM R=ZB=-% R=B=-F
BFEH RE e -B-B FRERE FHERE  FAERW t=A=t-B HBEA
HKS HKS
BT B
20 April 2020 473 0.83 4,580,900 - (1,331,958) (363,132) 2,885,810 *20 April 2020-25 March 2024
Sl 213 RIZZZENA-TEE
MA=TH ZZCME=A-+EA
25 March 2021 7.90 0.83 - 1,065,575 - - 1,065,575 25 March 2021-25 March 2024
“FT-—F R-Z-—%F=A-1thAZ
ZA=tH@H ZZ-WE=F=THA
25 March 2021 7.90 1.23 - 10,206,2% - (299,858) 9,906,456 25 March 2021-25 March 2025
i S3 RZZ=—F=A=+HhHA
=“A=tEAR Et Sl e il
4,580,900 11,271,870 (1,331,958) (662,990) 13,857,841

ERBEREZERERAR
2022 &

191



192

Notes to Financial Statements B # R R MiEE

31 December 2022 —E-——%+-A=+—H

The following shares were outstanding under the scheme during the

period: (Cont’d)

HAFRI A - ARIERZ AT B B B A TR (R AR 3T
(%&)

2022 - —F
Number of shares
Share price R#%A
as at the Granted Vested Forfeited
date Exercise  Asat1Jan  duringthe  duringthe  duringthe  Asat31Dec
Date of grant of grant price 2022 year year year 2022 Vesting period
WEF BEM R=Z=Zf R=B==f
BFEH RE e -B-B FRERE FHERE  FAERW t=A=t-B HBEA
HKS HKS
BT B
20 April 2020 473 083 2,885,810 - (961,927) (91,567) 1,832,316 *20 Apri\ 2020-25 March 2024
—7—7E 7—7¢EH +Bi
MA=TH 777E¢ A=+1A
25 March 2021 7.90 083 1,065,575 - (355,188) (33,811) 676,576 25 March 2021-25 March 2024
_E-F Z--F=A-tHAZ
=A=t&A _z_ﬂﬁ A=T%A
25 March 2021 7.90 1.23 9,906,456 - (2,465870) (248,916) 7,191,670 25 March 2021-25 March 2025
P W-F=-#ZA-tEAZ
=A=thAH “E-RE=A-TRA
31 March 2022 432 1.23 - 12,106,500 - (224,000) 11,882,500 31 March 2022-31 March 2026
—Eo-f RZZZZF=A=1—RHZE
=A=1-H ZZNE=R=1-H
13,857,841 12,106,500  (3,782,985) (598,294) 21,583,062

For the year ended 31 December 2022, the Group recognised an
equity-settled share-based payment expense of RMB32,768,000

(2021: RMB26,797,000).

The fair value of the restricted share under the Scheme as at the date
of grant was determined based on the closing price of Company’s

share as at the date of grant.

* The end of vesting period has been changed from 20 April 2024 to 25

March 2024.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

The amount of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on pages 89 to 90 of the financial
statements.

Share premium

The share premium of the Group represents the amount paid by
shareholders for capital injection in excess of its nominal value.
Details of the movements in the share premium are set out in the
consolidated statement of changes in equity.

Merger reserve
The merger reserve of the Group represents the reserve arose from
reorganisation in previous years.

Statutory reserve

In accordance with the Company Law of the PRC, certain subsidiaries
of the Group which are domestic enterprises are required to
allocate a certain portion (not less than 10%) of their profit after
tax, as determined in accordance with the relevant PRC accounting
standards, to their respective statutory surplus reserves until the
reserves reach 50% of their respective registered capital. Subject
to certain restrictions set out in the Company Law of the PRC, part
of the statutory surplus reserve may be converted to increase share
capital, provided that the remaining balance after the capitalisation is
not less than 25% of the registered capital.

Exchange fluctuation reserve

The exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial statements of
the foreign subsidiaries.

Share-based payment reserve

The share-based payment reserve comprises the fair value of shares
awarded which are yet to be vested, as further explained in the
accounting policy for share-based payments in note 2.4 to the
financial statements.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(@) Major non-cash transactions (@) ZEIFBEXH
During the year, the Group had non-cash additions to RAEE  pWEHRELHEmMS @ ~5EE
right-of-use assets and lease liabilities of RMB373,442,000 FHEEELNTAEAENIERSARED R
(2021: RMB355,182,000) and RMB365,499,000 (2021: B AR373,442,000(Z T =——%F : A
RMB337,199,000) respectively, in respect of lease Eﬁ%355 182,0007T) & A R#5365,499,000
arrangements for properties. T(ZE=—%F : AKR#%¥337,199,0007T) ©
(b) Changes in liabilities arising from financing (b) EXEERMETENEESE
activities
2022 B
Convertible
bond and
related
Interest- derivative
bearing bank financial Lease
borrowings instruments liabilities
AR
&5 R AHE
sTEBITER TTESRMTIA HEAE
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
At 1 January 2022 R-E-_—F—HF—H 50,000 1,267,631 374,201
Changes from financing cash flows FI&IR & REE 110,000 (896,964) (199,963)
Gain from early redemption of FEAIFE B AT R IR B2
convertible bond Wz - (50,913) -
New leases FiEE - - 365,500
Covid-19-related rent concessions 3 (5 H 8 A B B2 73l &
from lessors RIEHANHESER - - (34,790)
Reassessment of a lease term AT T BRI RE P
arising from a decision not to E AR E R,
exercise the extension option - - (23,014)

Revision of a lease term arising from [E7H & HAR ] idH 2
a change in the non-cancellable BEMBHNHERAZE

period of a lease - - (131,687)
Interest expense FEFAX - 35,711 16,997
Fair value gain on embedded BARSTEZ DB

derivative component NFEEYEE - 2,731 -
Interest paid classified as operating D 4EAKEIRESTRERN

cash flows 2RFLE - - (16,997)
Foreign exchange effects YNE R 2 - 98,340 -
At 31 December 2022 RZE__4F

+-—A=+—H 160,000 456,536 350,247
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(b) Changes in liabilities arising from financing
activities (Cont'd)

(b) EXBEREETHNEEZE 2

2021 B —F
Convertible
bond and
related
Interest- derivative
bearing bank financial
borrowings instruments  Lease liabilities
AIHAAR
(e &ELE
STERITER  fTHEeRIA HEAE
RMB’000 RMB’'000 RMB’000
AREETIT ARET T AREETIT
At 1 January 2021 R-—E-——%—F—H 400,765 1,290,334 425,719
Changes from financing cash flows EE&IR & 72 &) (350,765) (12,844) (265,358)
New leases G - - 337,199
Covid-19-related rent concessions 3K 5 8 A B BT fib A
from lessors ZISHEENESESR - = (6,580)
Reassessment of a lease term AR T{E I BRI A Py
arising from a decision not to EE BT B E TG
exercise the extension option - - (6,882)
Revision of a lease term arising from F#E & HiE TN AIHE 2
a change in the non-cancellable BB MBI E
period of a lease - - (109,897)
Interest expense FMERAX - 41,831 17,321
Fair value gain on embedded BARSTEZD B
derivative component N EWKE = (14,474) -
Interest paid classified as operating D1 AK LML REN
cash flows ERFE - - (17,321)
Foreign exchange effects INEFE - (37,216) =
At 31 December 2021 RZE——4F
+—A=+—8H 50,000 1,267,631 374,201

ERBEREZERERAR
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Notes to Financial Statements B ¥R R Mz
31 December 2022 —E=-—F+=-A=+—H

34. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Cont'd)
(c) Total cash outflow for leases
The total cash outflow for leases included in the consolidated

34. REBRERERME (@)

() HERSHLAHE
SAGARSRERNEER SR AE

statement of cash flows is as follows: mr
[
2022 2021
—E-CF T —F
RMB’'000 RMB'000
ARBT T AR¥ETT
Within financing activities 2FREE AP (199,693) (265,358)
Within operating activities 2R & EE) (73,734) (78,161)

35. CONTINGENT LIABILITIES
At the end of the reporting period, the Group had no significant
contingent liabilities.

36. PLEDGE OF ASSETS
Details of the Group's assets pledged for the Group’s interest-
bearing bank borrowings are included in notes 23 and 28,
respectively, to the financial statements.
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

(@ The Group had the following capital commitments at the end
of the reporting period:

(a) RIEHIK - AEEBE FHEARYE -

2022 2021
—E- 8 —E-—4F
RMB’000 RMB’000
AR%ET R ARBTFT
Contracted, but not provided for: BELBEREE
Buildings EF 38,785 121,324
Plant and machinery = K ikes 1,680 7,734
40,465 129,058
In addition, the Group's undrawn capital meaning an associate Itoh - REBEFRAE L QAR ERES
is as follows: W
2022 2021
—E:-_F T4
RMB’000 RMB’000
ARET T AREETIT
Capital contributions payable to FEREE A BILE
associates 407,237 255,000
(b) The Group has various lease contracts that have not yet by X&EBEHEETHR_ZE__F+=A8

commenced as at 31 December 2022. The future lease
payments for these non-cancellable lease contracts are
RMB203,364,000 (2021: RMB204,951,000) due within one
year, RMB178,625,000 (2021: RMB212,958,000) due in the
second to fifth years.

=t+—RARMKHE

BEAK - ZFE A

HEEAHNMARBAENR A —FREH
) AR%203,364,000/L( — T =—4F : A

R #204,951,0007T)

E-EEEREN

AR#178,625,000c( —FE=—F : AR

#212,958,0007T) °
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(a) Designation and relationship of related parties (a) BB AW BIEAREEEZR
Related parties for the years ended 31 December 2021 and HE-_ZE-_—FRER=-_FE-_—_F+=HA
2022 were as follows: =+—HIEFEMNBE AT :
Name Relationship
wE S EB 2[ES
Mr. Zhou Fuyu and Ms. Tang Jianfang Ultimate controlling shareholder
AEmEERERSZT B APEARARER
Zhou Hei Ya Foods Joint Stock Limited Subsidiary controlled by the Controlling Shareholders
Company (“ZHY Foods")
ARBRERRNERAT(ARERMS ] 2 A% AR B 4 Il O B A )
Hubei Dwelling Associate of the Group
WAL= NS NG|
Mingchuang Subsidiary controlled by a close member of Mr. Zhou Fuyu's family
&l HEEWEE —BE RSB E AT
(b) The Group had the following transactions with (b) REBRERNEHBEBE T ETHRS
related parties during the year: L/l
2022 2021
—E:-—F T4
RMB’000 RMB’000
AR®TT ARETFT
Rental payments A NES
ZHY Foods FEERS 2,880 -
Interest income FLEMA
Hubei Dwelling AL aE 158 =

1 98 Zhou Hei Ya International Holdings Company Limited
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(d)

Financing arrangements () BEZH
The following transactions were carried out with related BARGEE T A TR S
parties:
Pursuant to the agreements between the Group and the R ANEEEEARRER 2 B a7 - it
Controlling Shareholders, Hubei Shiji Yuanjing leased six stores s —_E-_—_F+t_-_A=+—H
(2021: five stores) for the year ended 31 December 2022 from IFEE > BIEEREREBEEEAE(=ZZ
the Controlling Shareholders for its operation with periods of ——%F: ARIME)  ARHEAME(ZZ
approximately 2 years (2021: 2 years). The lease terms were ——4F : RE)HIERES - HEKRREET
mutually agreed between the parties. 4975 E£RELE o
The leases for five stores were recognised under HKFRS 16. The AEPPENBEE NEES BT BERELE
amount of rent payable by the Group under the leases was Al 16EmR HE_ZT—_—F+—A4
approximately RMB252,000 per month (2021: RMB249,000 =+—HILEE - REZEHRE A&EFH
per month) for the year ended 31 December 2022. NS ceE AT AL AR252,0007T
(Z2=—%F : A AR¥249,0007T) °
2022 2021
—E-F =B
RMB’000 RMB’000
ARET T ARBTFT
Lease liabilities HEAE 610 1,411
Interest expense FMERAX 30 154
Payment for lease liabilities THAHEaE 4,847 1,975
The related party transactions in respect of the items related B L ETE B /R T R 2 IMERKE
to the leases above also constitute continuing connected BRERSH(ERR EMRAUFE14AE) -
transactions as defined in Chapter 14A of the Listing Rules.
Outstanding balances with related parties: (d) RASTEARE S ERER :

The Group had an outstanding balance due from Hubei
Dwelling, its associate, of RMB6,158,000 (2021: Nil) as at the
end of the reporting period. Principle and the related interest
receivables were included in the non-current assets and current
assets respectively, as of 31 December 2022 (notes 15 and 21).

RIRE R - ANEE EURHEE QA8
L HE R T 8858 B A RY6,158,0007T (=
T —F  E) HEZTZ_F+=A
=+—H A& RAHEEKFEE S 55
AIERBEERRENEE(HE15K%21) °
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(e) Compensation of key management personnel of

() AXEBETEEEASHHM :

the Group:

2022 2021
—E:-—_—F T4
RMB’000 RMB’000
AR%T R ARETFT
Short-term employee benefits RHESET 17,651 14,154
Post-employee benefits BRI R A 481 500

Equity-settled share-based payment UARE R A B LARR (D A B Y
expense NRAX 10,805 7,969
28,937 22,623

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial statements.

(f) Other transactions with related parties:
In January 2022, the Group, through an indirect-wholly-owned
subsidiary, entered into a capital subscription agreement with
Mingchuang, an unlisted company incorporated in the PRC, to
have a capital increase with RMB2,500,000 representing 3.33%
of total paid-in capital of Mingchuang (Note 18).

Zhou Hei Ya International Holdings Company Limited
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EERESTBRABMEE—FHITH
REATERAR L8

HEBAHEMRS ¢
RZZEZZF— A  r5EFEREMES
EHIBR AR BE(—RIEH B EMALH
FELEMARNFER T —BEARE RS &
LAAR¥2,500,000T#E - (ERAIBEWE
ANH)3.33% (FizE18) ©
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The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as follows:

2022

Financial assets

RBEHR - SREBTANKREELT

Equity
investments
Mandatorily at fair value
designated as  Financial assets  through other
financial assets atamortised  comprehensive
at FVTPL cost income Total
BHETA BATERA
NATERFA REHEREA  Htt2EWAZ
BRzEMEE ARNEREE RERE st
RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARET T ARBTR ARBTR
Trade receivables g S EEE - 56,037 - 56,037
Other financial assets included in STABNFE - At ERGIER
prepayments, other receivablesand ~ EfAEMEMEBEE
other assets - 31,503 - 31,503
Rental deposits RERS - 94,195 - 94,195
Structured deposits RIS 307,546 - - 307,546
Other financial instruments at FVTPL 1R\ FEzF ABERA
Hit @RI A 837,189 - - 837,189
Restricted cash XREBEE - 100,000 - 100,000
Cash in transit ERREE - 700 - 700
Cash and bank balances B RBTERER - 1,245,248 - 1,245,248
Equity investments designated at BEARATE ARM
fair value through other 2ERAZ R E
comprehensive income - - 2,500 2,500
1,144,735 1,527,683 2,500 2,674,918
BARBERZERERAR
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The carrying amounts of each of the categories of financial RIPEHIR - RESHTEMNEmENT : (&)
instruments as at the end of the reporting period are as follows:
(Cont’d)
2022 (Cont'd) —EBFE(E)
Financial liabilities A N=Ci
Financial Financial
liabilities liabilities at
at FVTPL amortised cost Total
RAYE R
ABREZ A A BRHY
SHMAMR SHMAMR it
RMB’000 RMB’000 RMB’000
ARET T AR®T T ARET T
Trade payables B S ER A - 107,444 107,444
Financial liabilities included in 5t A {th &~ 2078 &
other payables and accruals EErERANSRAEE - 137,730 137,730
Convertible bonds AIARES - 439,679 439,679
Interest-bearing bank FTEERITIERR - RE
borrowings, current - 160,000 160,000
Derivative financial instruments {74 &R T A 16,857 - 16,857
Lease liabilities MEAE - 350,247 350,247
16,857 1,195,100 1,211,957
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The carrying amounts of each of the categories of financial RIPEHIR - RESHTEMNEmENT : (&)
instruments as at the end of the reporting period are as follows:
(Cont'd)
2021 -5
Financial assets SREE
Mandatorily
designated as
financial assets Financial assets
at FVTPL at amortised cost Total
SRHHEE A TR
IARAFEETA PR AR A\ BRH
BamemEE TREE #aEt
RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETTT
Trade receivables E 5 EWFIE - 73,571 73,571
Other financial assets included £t AFERT3RIE - Efth
in prepayments, other FEN R IE e H At & BE
receivables and other assets HHEM SR E E - 36,901 36,901
Rental deposits HEZS - 94,575 94,575
Structured deposits EBETER 454,499 - 454,499
Other financial instruments at 1A (EEF ABZH
FVTPL Hip gt TA 782,809 - 782,809
Cash in transit TRIRE = 1,092 1,092
Cash and bank balances W& RBITEREEER - 2,102,253 2,102,253
1,237,308 2,308,392 3,545,700

ERBEREZERERAR
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The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

(Cont’d)

RBmERAR - FRERTS

EEREENT : (&)

2021 (Cont’d) —E-—F(E)
Financial liabilities A N=Ci
Financial Financial
liabilities liabilities at
at FVTPL amortised cost Total
BRAFERTA RS
b= Engde =N ARNEHEAE Bt
RMB'000 RMB’'000 RMB’000
ARET T ARETFT ARETFT
Trade payables Z S ENRIE = 77,933 77,933
Financial liabilities included in &+ A EL fth &+ T I8 K
other payables and accruals EErERNTRAEE - 197,568 197,568
Convertible bonds AR ES = 1,233,353 1,233,353
Interest-bearing bank T RERITIERK - RE
borrowings, current - 50,000 50,000
Derivative financial instruments $T4 &g T A 34,278 - 34,278
Lease liabilities HEAE - 374,200 374,200
34,278 1,933,054 1,967,332
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The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that reasonably

approximate to fair values, are as follows:

AEEEMTAZEERERD HECGREESRR
HEBERIERINMT

Carrying amounts Fair values
BREE AFE
2022 2021 2022 2021
—E-CE —E-—4F —E-CF -4
RMB’000 RMB’000 RMB’'000 RMB’000
AR®TT ARBFIT AR¥T T ARBTFT
Financial assets TRMEE
Structured deposits measured A FEFTEH)
at fair value EBMER 307,546 454,499 307,546 454,499
RNHER AR
Other financial assets at FVTPL ~ H{h & @& E 837,189 782,809 837,189 782,809
Equity investments designated 3E7E Az AFETA
at fair value through other Hit2EWAZ
comprehensive income IR E 2,500 = 2,500 =
1,147,235 1,237,308 1,147,235 1,237,308
Carrying amounts Fair values
BREE RNE¥E
2022 2021 2022 2021
—E-CF —EC—F —E-—F B
RMB’000 RMB’000 RMB’'000 RMB’000
AR¥ET T ARBT T ARETT AREETTT
Financial liabilities SHMAsE
Convertible Bonds AR ES 439,679 1,233,353 439,679 1,233,353
Derivative financial instruments {74 & T A 16,857 34,278 16,857 34,278
456,536 1,267,631 456,536 1,267,631

Management has assessed that the fair values of cash and bank
balances, cash in transit, restricted cash, rental deposits, trade
receivables, financial assets included in prepayments, other 508« HMERGRIE R M EERN S REE &
B 5 e RIA R at A B FE TR

receivables and other assets, interest-bearing bank borrowings, TEIRTTE

trade payables and financial liabilities included in other payables and
accruals approximate to their carrying amounts largely due to the

short-term maturities of these instruments.

A

EEED RS RRITERER  AERT
XRERE HERE  HEHRWHE - AR

ENEERNERAEN A FEREREER
o XTEHRRETABESHIE -
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The Group's finance department headed by the finance manager
is responsible for determining the policies and procedures for
the fair value measurement of financial instruments. The finance
manager reports directly to the chief financial officer and the audit
committee. At each reporting date, the finance department analyses
the movements in the values of financial instruments and determines
the major inputs applied in the valuation. The valuation is reviewed
and approved by the chief financial officer. The valuation process
and results are discussed with the audit committee twice a year for
interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liguidation sale.

The following methods and assumptions were used to estimate the
fair values:

The Group invests in structured deposits and wealth management
products, which were issued by banks in Mainland China and Hong
Kong. The Group has estimated the fair value of these structured
deposits and wealth management products measured at fair value
by using a discounted cash flow valuation model based on the AAA
rating bond yield and the implied liquidity spread as at the issue
date.

The Group invests in a private equity fund, which is managed by an
independent professional fund manager. The Group has estimated
the fair value of private equity fund by using recent trading price
approach based on the recent observed price.

The Group issued convertible bonds in 2022. The Group has
estimated the fair value of the derivative component of the
convertible bonds by using the binominal option pricing model with
the expected volatilities and risk-free rate as key inputs.

Zhou Hei Ya International Holdings Company Limited
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Below is a summary of significant unobservable inputs to the TXEHIR—EBE-_—_FR_FT-_—F+_H
valuation of financial instruments together with a quantitative =t HEeRmITAKRENETERRESMZEX

sensitivity analysis as at 31 December 2022 and 2021:

THEREGABUERE

Significant Sensitivity of fair
Valuation technique unobservable input Rate  value to the input
fRAE R BERTUHERARE bx LAVEHBABRBHHRE
Derivative financial instruments Binominal option pricing  Expected volatility 59.67% 5% (2021: 5%) increase/decrease
— derivative component of the ~ —JAAHEEE TRER R (2021 in multiple would result in
convertible bonds 44.40%) increase/decrease in fair value
TESRMTA by RMB1,741,000 (2021:
— A E R IT AR D RMB3,297,000)
EHUEN, M5 % (2B =—F -
5% )i EHATERLI, MDA
R#1,741,000(ZF=—%F
AR #3,297,0007T)
Fair value hierarchy NHEER
The following tables illustrate the fair value measurement hierarchy TRETASESBRTAENATEIZEER
of the Group's financial instruments:
Assets measured at fair value RAFEFENEE

As at 31 December 2022

R-ZB-_—_F+=-HA=+—H

Fair value measurement using

AFEFAERA
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
BEAAUEE EBEAFTAEE
WA WA
(=) (B=8) #Et
RMB’000 RMB’'000
AR¥T T AR®TT
Structured deposits measured RATEFENERIETR
at fair value 307,546 - 307,546
BAAET AERR
Other financial assets at FVTLP Hiv @ &EE 837,189 - 837,189
Equity investments designated at 1EE BIE AT ER AHM
fair value through other ZHERA Z RHERE
comprehensive income - 2,500 2,500
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Fair value hierarchy (Cont'd)
Liabilities measured at fair value

As at 31 December 2022

N EEBKZ)
EﬁSF{EE‘l‘EE@EE

W=2=——f+-A=+-8

Fair value
measurement
using
AFEMRRA
Significant
unobservable
inputs

(Level 3)
BERFUAEEHA
HE(E=ZR)
RMB’'000
ARET T

Derivative financial instruments

ITEZRMTA

16,857

Assets measured at fair value

As at 31 December 2021

BRAVEFENEE

R-®=—F+-A=+-8

Fair value
measurement
using
AFESHERA
Significant
observable
inputs

(Level 2)
BRATEBREEH A
HIR(E=R)
RMB’000
AREETTT

Structured deposits measured at fair value
Other financial assets at FVTLP

s

/&
Bieg/N

FEFFENEBIETR 454,499
FEFAEENEMSHEE 782,809

208 Zhou Hei Ya International Holdings Company Limited
Annual Report 2022



Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Fair value hierarchy (Contd) N ERRE)
Liabilities measured at fair value BRAFEITENERS
As at 31 December 2021 R=-B=-—F+=-A=+—H
Fair value
measurement
using
A EFEHRA
Significant
unobservable
inputs
(Level 3)
EAAERRA
HR(E=H)
RMB'000
ARBTFT
Derivative financial instruments TSR TA 34,278
During the reporting period, there were no transfers of fair value RIMEHRE - F—R(RNERTISHHRE)EFE—
measurements between Level 1 — quoted price in active markets and W(EREREAZE) AT EE 2B me
Level 2 — significant observable inputs and no transfers into or out of % E=H(ERTABREASE) INMESE A5
Level 3 - significant unobservable inputs. o
The movements in fair value measurements within Level 3 during the FAE=BAAFETELEHNAT
year are as follows:
2022 2021
s —E-—%F
RMB’000 RMB’000
AR%T T ARBTFT
Derivative financial instruments TEERTA
At 1 January R—A—H 34,278 50,184
Loss arising on change of fair value N EZEELENEE 2,731 (14,474)
Repurchase i (22,856) =
Exchange realignment [ 5 Ff#X 2,704 (1,432)
At 31 December R+=—A=+—H 16,857 34,278

ERBEREZERERAR
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The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The board of
directors reviews and agrees policies for managing each of these
risks and they are summarised below.

Foreign currency risk

During the years ended 31 December 2022 and 2021, the Group
had cash at banks denominated in foreign currencies, and was
exposed to foreign exchange risk arising from some currency
exposures, primarily with respect to HK$. Foreign exchange risk
arises from short-term deposits in HK$.

Details of cash and cash equivalents denominated in RMB as at 31
December 2022 and 2021 are disclosed in note 24.

In addition, the Group has currency exposures from its convertible
bonds. The Group currently does not have a foreign exchange
hedging policy. However, management monitors foreign exchange
exposure and will consider hedging significant foreign exchange
exposure should the need arise.

The following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change in the HK$ and
RMB exchange rates, with all other variables held constant, of the
Group's profit before tax due to changes in the retranslated value of
monetary assets:

AEENERTAEENT2ER BINERMR -
FEERREABECRR - EEEFERZRBEE
BERBZERBROBER - BB o

HINGEE [\ Bz
BE_ZT-_—_Frk-F-—F+=-A=+—H1t
FE - AEEBGUIMNETHERNRITIRS + WEER
FEZEERBRELNINERR  FE2HERBTE
B o SNERER R B LABTTEHEN TR -

BE-_T-_—&#R-_T-——&F+-A=+—8
UARMEHENR SRR S S EWH BRI
24T -

AN + 7R S B R R] S B 25 T e S L o AR
B B AT MINELIPHER - AT - ERESE
ZONERSR - WA A TR R E B EARSNE
[z o

TRINABERRETRARBER LA
28 T AR ERBATHN O E (A e
BUHTE) -

Increase/
(decrease) in Increase/
the HK$ (decrease) in
exchange rate  profit before tax
BITER RRBE A F
EH (TR #mCrd)
% RMB’000
% AR¥T T
31 December 2022 B _F+-A=+—H
If RMB weakens against HK$ EAREHBTRE (5) (1,087)
If RMB strengthens against HK$ EARE S ETHE 5 1,087
31 December 2021 S —F+-A=+—H
If RMB weakens against HK$ EARENBITRE (5) (4,572)
If RMB strengthens against HK$ EANREHBTHE 5 4,572
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Credit risk

The Group's maximum exposure to credit risk which will cause a
financial loss to the Group due to failure to discharge an obligation
by the counterparties equal to the carrying amount of the respective
recognised financial assets as stated in the consolidated statement of
financial position.

The Group trades only with recognised and creditworthy third
parties and related parties. It is the Group's policy that all customers
who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is not
significant.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in note 20.

All the Group’s bank balances, restricted cash and structured
deposits are held in major financial institutions located in Mainland
China and Hong Kong, which do not have a recent history of
default. The credit risks on bank balances, restricted cash and
structured deposits are limited.

The Directors make periodic individual assessment on the
recoverability of cash, cash in transit, financial assets included in
prepayments, other receivables and other assets based on historical
settlement records, past experience, and also quantitative and
qualitative information that is reasonable and supportive forward-
looking information. The Directors believe that there are no
significant increases in credit risk of these amounts since initial
recognition and the loss allowance of cash, cash in transit, financial
assets included in prepayments, other receivables and other assets
was immaterial under 12-months ECL calculations being classified as
stage 1.

=ERR

AEBRHF T RERTREMRIYFERN
A EERREENGAMBINKMAIIEEE
R R EERNIREE °

A EEE R R RS ENE= SRR
25 - REBNEE BHABSRIERERRS
MBS ESERRBER - o - USRI
SR - MASEFAROBERRLTEX -

BFRASBEELBEIREAZ EERR ZE
— B BB M T 205 5% -

REEH B RITFRER  XBRFIRE - KA
BIEFFIER P B At &8 B BT B AR08k
MIESRMERESE o RITERER - ZRHR
T REBUERZEERRBR

EERBETHETE  BELBRIAENTEE
MEMEMAREEENRIEEER - HRE
EEBE  sEABNSOR - EERRREM
BENTREEMN AT E EETE R E IR -
EERR - BYIGRERAR  ZELEZEER
R ARG INERBE D BRE RN 12(E
AEMESEEEAENES BERE AR
R - BRI R B EEMN B REEL
TEKXK -
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Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables) and
projected cash flows from operations.

The maturity profile of the Group’s financial liabilities as at the end
of the reporting period, based on the contractual undiscounted
payments, is as follows:

REBE T Ek

AEERAKEERDESHREATAEREES
FRERER - 2 TAEEE 'JiFﬁI/\ EREE
(a8 ZRYGRIR) 2 2| H A R EB 2 BRIRER

E

A BRI RIRE SRR IR (R
ZeMABEMANT

2022
—E-—F
Less than

On demand 12 months 1to 5 years Total

RER SR+ =fEA —ZhE st

RMB’000 RMB'000 RMB'000 RMB'000

ARET T ARETT ARETT ARET T

Trade payables B SRR 2,952 104,492 - 107,444

Lease liabilities HERE - 203,364 178,625 381,989

Interest-bearing bank borrowings 5t ERITE R - 160,000 - 160,000

Convertible bonds AR B - 4,413 476,577 480,990

Derivative financial instruments T4 & T A - 16,857 - 16,857
Financial liabilities included in ST AR A B RIE R

other payables and accruals ErERNERAs 137,730 - - 137,730

140,682 489,126 655,202 1,285,010

2021
B
Less than

On demand 12 months 11to 5 years Total

BEKRK PRI ZEA —EhF Fo

RMB’000 RMB’000 RMB’000 RMB'000

AREFT ARBFT ARBFIT AREFT

Trade payables B SRR 8214 69,719 = 77,933

Lease liabilities HERE = 204,951 212,957 417,908

Interest-bearing bank borrowings &t 2 4R1TfEK - 50,000 - 50,000

Convertible bonds AR ES = 12,673 1,305,298 1,317,971

Derivative financial instruments ~ $T4 4T A = 34,278 - 34,278
Financial liabilities included in FTARMERNFIER

other payables and accruals EAERNERAR 197,568 - - 197,568

205,782 371,621 1,518,255 2,095,658
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Capital management

The primary objective of the Group’s capital management is to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were
made in the objectives, policies or processes for managing capital
during the years ended 31 December 2022 and 31 December 2021.

The Group uses the gearing ratio (gearing ratio = total liabilities/total
assets) to monitor its capital structure. As of 31 December 2022,
the Group's gearing ratio decreased to 28.7% from 36.5% as of 31
December 2021, which was primarily due to the decrease in bank
borrowings and the issue of convertible bonds in 2022.

As at the date of approval of the financial statements, no material
events were undertaken by the Group subsequent to 31 December
2022.
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AEBEAEENT R B RRAREAREREL
LN RERFRBREARLEX - USHEEB R
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BEARERE  ANEBA AR FRENRK
B REES TRENEITHR - AEETZE
RSN FENR B A B RKAIR S - HEZT——F
+=—A=+—RAKk=F=_—F+=A=+—HL
FE  AEBEAEEMNEE  BERTEHE
EaZ1L -

rEEFEREERBLR(BRBERNEEE)E
RENEE N _FT-——F+—_F=+—H -
AEBEEBBYERBE_S-_—F+=A8
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Information about the statement of financial position of the

ARARRBERARNABARRAREROT

Company at the end of the reporting period is as follows:

2022 2021
s T4
RMB’000 RMB’000
AR®T T ARET T
NON-CURRENT ASSETS FEREEE
Investment in a subsidiary R—EMBARMIEE 213,379 146,806
Total non-current assets ERBEERE 213,379 146,806
CURRENT ASSETS REEE
Other financial assets at fair value through £ AP (EzF AfBz 8
profit or loss, current HEthemEE "D 244,383 311,304
Prepayments and other receivables TR RRIA R EoAth e s kA 994 8,691
Cash and bank balances RE RTINS 385,292 1,307,457
Due from subsidiaries FEUTH B A =3 IE 557,628 691,609
Total current assets REBEEHE 1,188,297 2,319,061
CURRENT LIABILITIES REEE
Due to subsidiaries FERIHT B A RIFIE - (223)
Derivative financial instruments PTESBTA (16,857) (34,278)
Other payables and accruals HAb RN RIE R EE A (28,778) (14,111)
Total current liabilities BB ERE (45,635) (48,612)
NET CURRENT ASSETS mEEEFEE 1,142,662 2,270,449
TOTAL ASSETS LESS CURRENT LIABILITIES A& ERAEBE & 1,356,041 2,417,255
NON-CURRENT LIABILITIES FEREBEE
Convertible bonds Al AR (E 5 (439,679) (1,233,353)
Total non-current liabilities FEREBEBEEE (439,679) (1,233,353)
NET ASSETS EESHE 916,362 1,183,902
EQUITY R
Share capital &N 16 16
Treasury shares B 77 AR 1% (324,459) (341,445)
Reserves (note) FEICIES) 1,240,805 1,525,331
TOTAL EQUITY R 916,362 1,183,902
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Notes to Financial Statements B # R R MiEE
31 December 2022 —E=—=—%+=-A=+—H

Note: MisE -
A summary of the Company’s reserves is as follows: ARATEEB RN T
Share-based Exchange
Share payment fluctuation Retained
premium reserve reserve profits Total
URG 5
Higz B R KE
RADERE DER 1 " REEF @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBFT ARBFTL ARBFT ARBEFT
Balance at 1 January 2021 RZEZ—F—R—BNE 1,589,295 4,928 (60,353) 166,553 1,700,423
Total comprehensive expense FREHEAXER
for the year - - - (13,408) (13,408)
Final 2020 dividend paid ERMN B -BERIRE (154,668) - - = (154,668)
Translation from functional R ESRERZNES
currency to presentation currency - - (29,351) - (29,351)
Equity-settled share-based payment  LARREAEE LR &
arrangement B2 R R - 26,797 - - 26,797
Exercise of share-based awards TR AR X 1 0 52D 265 (4.727) = = (4,462)
At 31 December 2021 RZEZ—%+=-fA=+—H 1,434,892 26,998 (89,704) 153,145 1,525,331
Balance at 1 January 2022 R-Z-—F—-A—HANEH 1,434,892 26,998 (89,704) 153,145 1,525,331
Total comprehensive expense FRN2ARS LR
for the year - - - (130,648) (130,648)
Final 2021 dividend paid BRNZZ=—FRERE (236,286) - - - (236,286)
Translation from functional BN ERAERZIIEE
currency to presentation currency - - 63,097 - 63,097
Equity-settled share-based payment — LABEZEE AR &
arrangement AN Cee7 3 - 32,768 - - 32,768
Exercise of share-based awards TTE AR S 7 B 52 5,092 (18,549) - - (13,457)
At 31 December 2022 R-ZE-_—&F
+-RA=+—H 1,203,698 41,217 (26,607) 22,497 1,240,805
The financial statements were approved and authorised for issue by MBHER S _=F=A=+—RAE=ES==H
the board of directors on 31 March 2023. SR IEETT -

ERBEREZERERAR
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T FEIEHE

For the year ended December 31,

BEt-A=+—HLEE

2022 2021 2020 2019 2018
—B-—F T ZZTFTF ZT-NF ZT-N\F
RMB000  RMB'000  RMB’000  RMB'000  RMB'000
ARETR ARETT ARETET ARBTT ARETT
Revenue Uz 2,343,353 2,869,963 2,181,502 3,186,040 3,211,521
Gross profit ESA 1,289,484 1,658,393 1,210,156 1,801,400 1,847,432
Profit before tax B 78 A A 54,731 450,990 200,058 545,210 726,971
Profit for the year attributable ViN/NCTEZ Z =N
to owners of the Company FEARFEREF] 25,283 342,424 151,221 407,448 540,093
As at December 31,
R+=A=+—H
2022 2021 2020 2019 2018
—E-f R ZEZTF ZThEF ZT)N\F
RMB000  RMB'000  RMB'000  RMB’000  RMB'000
ARETR ARETT ARETET ARBTT ARETT
Assets BE
Non-current assets EREEE 2,888,207 2,850,014 2,590,676 2,716,671 1,776,078
Current assets mENEE 2,843,512 3,788,021 4,324,215 2,762,245 2,880,027
Total assets BEE 5,731,719 6,638,035 6,914,891 5,478,916 4,656,105
Total equity R 4,088,309 4,210,308 4,100,853 4,238,409 4,125,707
Liabilities =R
Non-current liabilities EmEaE 728,841 1,560,815 1,552,555 501,638 48,177
Current liabilities mEBE 914,569 866,912 1,261,483 738,869 482,221
Total liabilities BfERE 1,643,410 2,427,727 2,814,038 1,240,507 530,398
Net current assets BNV EE TR 1,928,943 2,921,109 3,062,732 2,023,376 2,397,806
Total assets less current liabilities wEERRBARE 4,817,150 5,771,123 5,653,408 4,740,047 4,173,884
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