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Definitions

B

“Audit Committee” the audit committee of the Board

“Board”

“China” or “PRC”

“Company”

“Corporate
Governance
Code”

“Director(s)”
“Group”
“Haidilao Group”

“HK$", “HKD” Or
“HK dollars”
and “cents”

“Hong Kong”

“Listing Date”

“Listing Rules”

“Macau”

“Model Code”

the board of Directors of the Company

the People’s Republic of China and, except where
the context requires, references in this interim
report to the PRC or China exclude Hong Kong,
Macau and Taiwan

YIHAI INTERNATIONAL HOLDING LTD. (8% B B
EIREBRAA]), an exempted company with limited
liability incorporated in the Cayman Islands on 18
October 2013

Corporate Governance Code as set out in
Appendix 14 to the Listing Rules

director(s) of the Company
the Company and its subsidiaries

Hai Di Lao Holdings Pte. Ltd. and its subsidiaries

Hong Kong dollars and cents respectively, the
lawful currency of Hong Kong

the Hong Kong Special Administrative Region of
the PRC

13 July 2016, the date on which the Shares were
listed on the main board of the Stock Exchange

the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited

the Macau Special Administrative Region of the
PRC

the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules

2 Yihai International Holding Ltd.

[FFEEE g
(g 5
[ ] B
[N R =
%8s I8
S
(&%) B
[REE] 15
DR EE i
Bk 28lE
(784l ]
(&8 B
[EmA#] &5
[EmRA 5
(BP9 ] b=
[MREFAl] 15

ESEETHERNZ
gg

/)

#

£

AESE

hEARKAE - B
B3 B E A
R R
BHNRETEES
% - MPIRAE

FESSE PR R AR A
7 — R R2013F
108 18H £ f 8 &
EFMRNERR
BRAF

i A5 R B s 4 O AR
H(EEEBTRD

al

RRBES
ARRBREKERF

Hai Di Lao Holdings
Pte. Ltd. R H I B A
=
EBEEEWBIR
AL

PEIEEBSRTHE

R2016 57 813
B RORBEXFIE
R ETHYE

BBBERZ AR
REFEZF LR

ThERPIHERIITE
i A5 B B 8% 1 AT ER

(EHBITAESET
BHERZWNRESTH)



“Prospectus”

“Renminbi” or
HRMBH

“RSU”

“RSU Scheme”

“SFO”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“US dollars”,
“USD” or
“US$!’

u%u

the prospectus being issued by the Company on
30 June 2016

Renminbi yuan, the lawful currency of the PRC

the restricted share units granted to RSU
participants pursuant to the RSU Scheme

the RSU scheme approved and adopted by the
Company on 24 February 2016 for the grant of
RSUs to RSU participants, a summary of the
principal terms of which is set forth in the section
headed “Appendix IV — Statutory and General
Information — D. RSU Scheme” of the Prospectus

the Securities and Futures Ordinance, Chapter
571 of the Laws of Hong Kong, as amended,
supplemented or otherwise modified from time to
time

ordinary share(s) in the share capital of the
Company with nominal value of US$0.00001 each

shareholder(s) of the Company

The Stock Exchange of Hong Kong Limited

United States dollars, the lawful currency of the
United States

percentage
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Corporate Information

NEEHR

BOARD OF DIRECTORS
Executive Directors

Ms. Dang Chunxiang
Mr. Sun Shengfeng
Ms. Shu Ping

Non-executive Directors

Mr. Shi Yonghong (Chairman)
Mr. Zhang Yong
Mr. Pan Di

Independent Non-executive Directors

Mr. Yau Ka Chi

Mr. Qian Mingxing
Ms. Ye Shujun
AUDIT COMMITTEE

Mr. Yau Ka Chi (Chairman)
Mr. Shi Yonghong
Ms. Ye Shujun

REMUNERATION COMMITTEE

Ms. Ye Shujun (Chairman)

Ms. Shu Ping

Mr. Qian Mingxing
NOMINATION COMMITTEE

Mr. Shi Yonghong (Chairman)

Mr. Qian Mingxing

Ms. Ye Shujun

JOINT COMPANY SECRETARIES

Mr. Sun Shengfeng
Ms. Chan Yin Wah

AUTHORIZED REPRESENTATIVES

Mr. Sun Shengfeng
Ms. Chan Yin Wah

Yihai International Holding Ltd.
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AUDITOR

PricewaterhouseCoopers

LEGAL ADVISER
Davis Polk & Wardwell

REGISTERED OFFICE

P.O. Box 31119 Grand Pavilion
Hibiscus Way

802 West Bay Road

Grand Cayman

KY1 - 1205 Cayman Islands

CORPORATE HEADQUARTERS

1st and 2nd, Building 6

Songlei Office Building, Heng Song Yuan
Middle Road of South 3rd Ring Road
Fengtai District

Beijing, PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

40th Floor, Sunlight Tower,
No. 248 Queen’s Road East,
Wanchai, Hong Kong

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Corporate Information
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Corporate Information

NEEHR

INVESTOR RELATIONS

T: 010-57423508
E: tzzgx@yihchina.com

WEBSITE

www.yihchina.com

STOCK CODE

The Stock Exchange of Hong Kong Limited: 1579

Yihai International Holding Ltd.
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EE 1 010-57423508
E : tzzgx@yihchina.com

iuf

www.yihchina.com

Bz 43 4K 5%
BRBERSMAMRATE 1579



Financial Summary

MBRRE

Six months ended 30 June

BEZ6H30BLNEAR
Unaudited Unaudited
REEZ RICER Changes over
2018 2017  the corresponding
—F-0\E ZZE—+%F period of last year
RMB’ 000 RMB’ 000 ARELL £ F
AREFT ARETT GEiE=E))
Revenue LON 1,003,952 630,875 59.1%
Cost of sales HEMAR (641,104) (417,609) 53.5%
Gross profit EA 362,848 213,266 70.1%
Operating profit REFE 246,573 127,244 93.8%
Profit before income tax BRETSHLBIRR 254,940 104,971 142.9%
Profit for the period HAREF 189,826 70,193 170.4%
Basic and diluted earnings per share ROEEEFEA
attributable to equity holders of BEEAREE
the Company (expressed in RMB cents BREF
per share) (BRARES) 19.04 7.24 163%
Unaudited Audited
RIBE RERZ
30 June 2018 31 December 2017  Changes over the
20186 H30H 20174128311 end of last year
RMB’ 000 RMB’ 000 REREE B
AR¥T T ARBT R EREH
Assets BE
Non-current assets FRBEE 375,222 288,071 30.3%
Current assets RBEE 1,494,626 1,518,620 -1.6%
Total assets BEEE 1,869,848 1,806,691 3.5%
Equity EE#ER
Total equity FEEE B 1,651,066 1,505,809 9.6%
Liabilities &aff
Non-current liabilities FREEE — - -
Current liabilities REBEE 218,782 300,882 -27.3%
Total liabilities =fiyt 218,782 300,882 -27.3%
2018 Interim Report 7
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Management Discussion and Analysis
BEENWED M

PERFORMANCE REVIEW FOR FIRST HALF OF 2018

In the first half of 2018, the national economy was stable in operation,
under the macro environment of continuous growth in the consumption
of residents, further penetration of upgraded consumption and
persistent optimism in the catering industry, the Group achieved rapid
growth in performance results. For the six months ended 30 June 2018,
the Group’s revenue reached RMB1,004.0 million, representing a year-
on-year increase of 59.1%; net profit amounted to RMB189.8 million,
representing a year-on-year increase of 170.4%.

During the first half of 2018, the Group’s major businesses focused
on continuous and deeper development of the national sales network,
enhancing online sales capabilities, accelerating the development of
third-party catering channels, expanding product portfolios constantly
and supplementing supply capabilities continuously.

The national sales network was further developed and optimized.
Benefitted from the Group’s continuous penetrating management of the
sales channels and further improvement in the incentive measures for
the sales staff, the sales of third-party channels increased remarkably.
In the first half of 2018, the Group’s distributors covered 31 provincial
areas in China, the regions of Hong Kong, Macau and Taiwan, and 24
overseas countries and regions. For the six months ended 30 June
2018, the Group’s revenue generated by sales to distributors was
RMB363.2 million, representing a year-on-year increase of 117.2%.

Marketing efforts were enhanced for online contents to maintain
consumer loyalty and interactions. The Group continued to streamline
and innovate the e-commerce channels from multiple perspectives,
and strived to develop self-operated online stores into a key platform
for corporate brand publicity and product promotions. During the first
half of 2018, we collaborated online in various types of promotions
and launched a range of diversified thematic promotional activities.
Meanwhile, a range of corresponding marketing activities were
launched to complement the pilot sales of various new products
conducted online, and achieved outstanding results in sales
performance and brand promotions. For the six months ended 30
June 2018, the Group’s revenue from sales via e-commerce channels
amounted to RMB80.2 million, representing a year-on-year increase of
372.4%.

8 Yihai International Holding Ltd.
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Management Discussion and Analysis

Development of third-party catering channels and customers was
accelerated. During the first half of 2018, by organizing promotional
activities such as forums, enhancing the service quality of customized
services continuously and expanding the portfolios of catering
products, the Group had increased the number of cooperation
customers and stimulated the growth in third-party catering business.
For the six months ended 30 June 2018, the Group’s revenue from
sales in catering business amounted to RMB20.0 million, representing
a year-on-year increase of 70.8%.

Product portfolios were constantly upgraded and expanded. During
the first half of 2018, the Group continued its strategy to maintain
positioning at the production and sales of mid- to high-end hot
pot soup flavorings and Chinese-style compound condiments. By
further exploring regional and sub-division products, capturing
market information and dynamic demand quickly, new products were
developed and launched, including three new flavours of crawfish
condiments, one rice blending sauce and three types of self-serving
small hot pot products. Apart from further alleviating the seasonal
problems of hot pot products, the launching of new products also
further stimulated end-user consumption and satisfied market demand.

In the expansion of production capacity, the Group’s newly constructed
factory located in Maanshan of Anhui Province formally commenced
operation during the first half of this year and effectively alleviated the
existing pressure in production.

BUSINESS REVIEW

In the first half of 2018, with the general backdrop of the national
economy being stable overall, the increase of the income of
residents at an accelerated rate, the accelerating pace of increasing
consumption, and steady growth of the catering industry, the growth of
the condiment industry continues to be optimistic. For the six months
ended 30 June 2018, the Group recorded a revenue of RMB1,004.0
million, representing a year-on-year increase of 59.1%; and a net profit
of RMB189.8 million, representing a year-on-year increase of 170.4%.
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Management Discussion and Analysis
BEENWED M

Sales Channels

The Group is not only a supplier of hot pot soup flavouring and
condiment products to the Haidilao Group, but it is also a condiment
solution provider to family cooking customers, catering service
suppliers and food companies.

In the establishment of third-party channels, the Group strived to
continually enhance third-party sales abilities. Key measures included
the further penetration of sales network, the improvement of sales
efficiency at individual point of sales, the continuous development of
outstanding distributors and the reinforcement of incentives for sales
personnel. As of 30 June 2018, the Group’s distributors covered 31
provinces and regions in China, as well as in Hong Kong, Macau and
Taiwan, and 24 overseas countries and regions. The Group continues
to improve the “partnership” incentive mechanism of the sales system,
with sales personnel playing the role of “partners”, which has led to
the development of channels being fully authorized. The performance
evaluation method was also changed from the rate of fulfilment of sales
targets to the amount of profit of each business unit, which facilitated
closer cooperation between the “partners” and the distributors, as they
would jointly plan specialty marketing activities that are more suitable
for local circumstances, and this has enhanced the usefulness of the
fees invested in channels, and the enthusiasm of distribution and sales
personnel. Meanwhile, through stringent screening and selection of
distributors, and through regular inventory control, we strengthened our
distributor management capability as well as end-user sales efficiency.
For the six months ended 30 June 2018, the Group’s revenue from
sales to distributors amounted to RMB363.2 million, representing a
year-on-year increase of 117.2%.

10 Yihai International Holding Ltd.
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Management Discussion and Analysis

In terms of e-commerce sales, the Group continued to enhance the
development and optimization of e-commerce channels. In the first
half of 2018, the Group launched a number of new products through
its online platform, and formulated targeted marketing proposals to
target different online consumers at different nodes of marketing, and
superb performance was achieved in brand communications and
sales performance. To enhance the online shopping experience of
consumers, the Group established sub-divided warehouses in eastern
China to speed up the delivery to consumers in eastern China regions.
In the second half of this year, plans to establish branch warehouses
in southern China will be implemented to further enhance the delivery
efficiency for online shopping by consumers in Guangdong, Fujian,
Guangxi, Yunnan and Hainan regions. Moreover, as of 30 June 2018,
the Group had 5 flagship stores on e-commerce platforms, including
Tmall and JD.com. The sales revenue generated from e-commerce
channels by the Group in the first half of 2018 was RMB80.2 million,
representing a year-on-year increase of 372.4%.

Benefiting from the experience in serving the Haidilao Group and its
related companies, over the years, the Group has accumulated ample
experience in the PRC catering industry. The third-party catering
customer business is one of the key strategic developments of the
Group, and it attained continuous rapid development during the first
half of 2018 through various measures, such as the development of
a portfolio of diversified catering products and the enhancement of
the service standard of customized products. As of 30 June 2018,
there were 84 customized catering customers, representing a year-
on-year increase of 21.7% as compared to 2017; sales revenue from
catering business for the first half of 2018 reached RMB20.0 million,
representing a year-on-year increase of 70.8% as compared to 2017.

In terms of sales to related parties (referring to the Haidilao Group and
related companies), against the background of steady growth in the
catering industry and hot pot catering consumption market in the PRC,
the Haidilao Group achieved not only steady growth in store revenue,
but also continuous rapid expansion in the number of stores. For the
six months ended 30 June 2018, the Group’s revenue from sales to
related parties amounted to RMB540.0 million, representing a year-on-
year increase of 24.2% as compared to 2017.
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Management Discussion and Analysis
EEENWED

Products

For the six months ended 30 June 2018, the Group continued to
launch new products, including three crawfish condiments, one rice
blending sauce and three different flavours of self-serving small hot
pots. The overall development of new products still surrounded the
two main lines of improving and enhancing existing products and the
development of new product offerings to cater for market trend. During
the first half of 2018, in order to fully consolidate internal and external
resources and to push strongly for the development of products to
satisfy customers and market demand, to enhance the development
efficiency and the successful rate of new products, and to further
motivate employees, the Group innovatively introduced a product
project system. Under this management mechanism, the employee
who advocates an innovative new product, and has the coordination
and management capabilities, becomes the person-in-charge for the
project, and leads the implementation and development of the project,
and integrates the consolidated advantageous internal and external
resources. This person can leverage the support of the strong research
and development platform and channels of the Company to pursue the
development and promotion of the new product. The implementation of
such policy enhanced the new product development efficiency and the
motivation of employees to explore market opportunities.

In terms of product portfolio, we launched new products during the first
half of this year, including three new flavours of crawfish condiments,
three types of products under the self-serving small hot pot series and
one rice blending sauce product. The launch of these new products
not only satisfied market demand in a timely manner, but also eased
the seasonality issue of hot pot products. In upgrading the existing
products, we have not only upgraded the formula and packaging of
tomato-flavoured hot pot soup flavouring and all flavours of hot pot
dipping sauces, but have also, in the process of continuously collecting
feedbacks from consumers in the previous year, optimized the
formula of and upgraded the five self-serving small hot-pot products.
In promotional activities, we drove the sales to end-users effectively
through organizing various types of tasting events and promotional
activities with targeted thematic promotions.

For the six months ended 30 June 2018, the Company added a total
of 5 Chinese-style compound condiment products and 3 self-serving
small hot pot products. As of 30 June 2018, the Company owned a
total of 48 flavouring products, 9 dipping sauce products, 16 Chinese-
style compound condiment products and 8 self-serving small hot pot
products.

12 Yihai International Holding Ltd.
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Management Discussion and Analysis
BEENWED M

The table below sets forth the data on revenue, sales volume and
average selling price of the Company by product categories and by
distribution channels during the periods as indicated:

For the six months ended 30 June

TREIIAPREBA D BIRE R E R
REHRESTHEA - HERFHE

B8IE -

BZ6R30HL6MEA
2018 2017
Average Average
Price Price
Sales PerKg Sales Per Kg
Revenue Volume 8AF  Revenue Volume SUNT
59N #E  THER WA e  TH9ER
(RMB'000) (Tons) (RMB)  (RMB'000) (Tons) (RMB)
(AR#F7) (#) (AR¥R) (ARBTR) () (AR%n)
Hot pot soup flavoring KB
Third parties $£=F 206,426 6,654 31.0 114,183 4,028 28.3
Related parties ) 523,340 19,762 26.5 421,995 15,693 26.9
Subtotal Nt 729,766 26,416 21.6 536,178 19,721 27.2
Hot pot dipping sauce NEBER
Third parties $£=F 39,227 2,044 19.2 24,333 1,400 17.4
Related parties BEn 67 3 19.9 216 9 24.8
Subtotal Nt 39,294 2,047 19.2 24,549 1,409 174
Chinese-style compound condiment PHE SRS R
Third parties %= 110,192 4,383 25.1 54,138 2,353 23.0
Related parties )yl 12,180 431 28.3 12,157 499 24.4
Subtotal NGt 122,372 4814 254 66,295 2,852 232
Self-serving small hot pot products BMmENKBER
Third parties $£=F 104,457 2,814 37.1 — — —
Related parties BEn 3,231 65 49.7 — — —
Subtotal NGt 107,688 2,879 374 — — —
Others Hip 4,832 602 8.0 3,853 174 22.1
Total Feh 1,003,952 36,758 273 630,875 24,156 26.1
Note: FIEE -

(1)  Mainly including the sales of certain products such as golden popcorn

and snail rice noodle.

(1) ZECEHENETER WESIR
BN E -
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Management Discussion and Analysis

BB WD i

The table below sets forth revenue in absolute terms and the
percentage of the total revenue of the Company, by product categories,

in the periods indicated:

TREY FARPEAQITDIRERERLZ
THRANBHERGEARQITRANET
oL

For the six months ended 30 June

HZ6HA30HI1IE6MEA
2018 2017

% of % of

Revenue Revenue

RMB’000 =1 9N RMB’ 000 PN

AR®TT Btk AR%Tx BaotE

Revenue from hot pot soup flavoring X $BJERHEA 729,766 72.7% 536,178 85.0%

Revenue from hot pot dipping sauce X $BEERILEA 39,294 3.9% 24,549 3.9%

Revenue from Chinese-style PRESFARmUA

compound condiment 122,372 12.2% 66,295 10.5%
Revenue from self-serving BN KSR E U

small hot pot products 107,688 10.7% — —

Other revenue HelA 4,832 0.5% 3,853 0.6%

Total revenue FELON 1,003,952 100.0% 630,875 100.0%

For the six months ended 30 June 2018, the Group’s four major types
of products included: hot pot soup flavoring, hot pot dipping sauce,
Chinese-style compound condiments and self-serving small hot pots,
all of them showed faster growth when compared to the corresponding
period of 2017. During the first half of 2018, the Group added a total of
5 new Chinese-style compound condiment products and 3 new self-
serving range of products. As of 30 June 2018, the Company owned
a total of 48 soup flavoring products, 9 dipping sauce products, 16
Chinese-style compound condiment products and 8 self-serving small

hot pot products.

Yihai International Holding Ltd.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

During the six months ended 30 June 2018, the revenue of the Group
increased by 59.1% from RMBG630.9 million for the six months ended
30 June 2017 to RMB1,004.0 million for the corresponding period in
2018.

Revenue by product

BB WD

AR e

L' ON

NEZE2018FE6 B30 IEAEARK » &K
EENRABREBE2017F6 308 LN
B A ARE630.98 & T N59.1%
Z 2018 FEHIWARYE1,0040HE T °

BE &) 7 BIRA

For the six months ended in 30 June

B Z6H30HI6MER
2018 2017
% of % of
Revenue Revenue
from hot of from hot
Revenue pot soup Revenue pot soup
WA  flavoring A flavoring
(RMB’000) revenue (RMB’000) revenue
(AR#®  (XSBER (ARHE fHXSBER
Fx) WABESLE Fx) WABDLE
Revenue from hot pot soup PEIEE TN
flavoring products
Revenue from third parties KEFE=FUWA 206,426 28.3% 114,183 21.3%
Revenue from related parties RE @B T WA 523,340 71.7% 421,995 78.7%
Total revenue from hot pot soup X 58K £} & S 42Ux A\
flavoring products 729,766 100.0% 536,178 100.0%

Revenue from hot pot soup flavoring products increased by 36.1%
from RMB536.2 million for the six months ended 30 June 2017 to
RMB729.8 million for the corresponding period in 2018, accounting
for 72.7% of the revenue for the six months ended 30 June 2018, of
which, the revenue from the sales of hot pot soup flavoring products to
related parties increased by 24.0%, while revenue from the sales of hot
pot soup flavoring products to third parties increased by 80.8%. The
increase in revenue from the sales of hot pot soup flavoring products
to related parties was mainly due to the effects of, among other things,
the steady growth in store revenue of Haidilao Group, and an increased
number of restaurants. As the Group further improved the intensive
development of third-party sales channels in 2018, the sales abilities
of end-user points of sales have improved, the new products launched
have received a certain amount of market recognition, and revenue of
sales to third parties recorded rapid growth.

KBERERFIBRAHEZ2017F6
B30BIEASAHMARYS36.2H B Tl
1N36.1% Z2018 F B H MY A K #729.8
BET hE8ZE20185F6 430 LA
BUWART27% - Hrh > mBEHAHEE
KBERERBBAIER24.0% > AE=
T S E K 3R R E MR WA IS R 80.8% ©
EEBEAEENBRENERBAERE
EZIEEBERMAERABELER
EEMEHEEREITHTE - BEX
EEE2018FEHE = HIHERERIE
LIENE-—FPRES RHEESHNHEE
BENBUREK FREERNE—EMNT
S E=HHEHEWRABSUEZSR
R -
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Management Discussion and Analysis

BB WD i

For the six months ended 30 June

B Z6H30HL6MEA
2018 2017

% of % of
Revenue Revenue
from hot from hot
Revenue pot dipping Revenue pot dipping
(RMB’000) sauce (RMB’000) sauce
L' ON revenue A revenue

(AR¥  {hREmER

(AR® {GXBER

Frx) WABESLE Frx) WABDLE
Revenue from hot pot PECE 31PN
dipping sauce
Revenue from third parties REFE=HFRA 39,227 99.8% 24,333 99.1%
Revenue from related parties RE RIS WA 67 0.2% 216 0.9%
Total revenue from KSR EE B E mARWIAN

hot pot dipping sauce

39,294 100.0%

24,549 100.0%

Revenue from hot pot dipping sauce products increased by 60.1%
from RMB24.5 million for the six months ended 30 June 2017 to
RMB39.3 million for the corresponding period in 2018, accounting for
3.9% of the revenue for the six months ended 30 June 2018. Revenue
from sales of hot pot dipping sauce products of the Group was
primarily derived from sales to third parties and the rapid growth was
mainly due to upgrading of the formula and packaging of all the dipping
sauce products of the Group and the development of innovative ways
of eating (such as stirring and mixing with noodles and salad) in respect
of dipping sauce together with conducting various promotion and

tasting activities during the first half of this year.
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Management Discussion and Analysis

BB WD

For the six months ended 30 June

B Z6A30HI6MEA
2018 2017
% of % of
Revenue Revenue
from from
Chinese- Chinese-
style style
compound compound
condiment condiment
Revenue products Revenue products
BN ERXEE WA ERRXESES
(RMB’000) #FBEUZAN  (RMB’000) FRA
(AR #E Btk (AR Btk
F) F)
Revenue from Chinese-style RS FAKmUTAN
compound condiment products
Revenue from third parties REE=FUWA 110,192 90.0% 54,138 81.7%
Revenue from related parties R B BEEE S WA 12,180 10.0% 12,157 18.3%
Total revenue from Chinese-style H=# & # bk mAAK N
compound condiment products 122,372 100.0% 66,295 100.0%

Revenue from Chinese-style compound condiment products increased
by 84.6% from RMB66.3 million for the six months ended 30 June 2017
to RMB122.4 million for the corresponding period in 2018, accounting
for 12.2% of the revenue for the six months ended 30 June 2018, of
which, revenue from sales of Chinese-style compound condiments to
third parties increased by 103.5%. In the first half of 2018, several new
flavors of crawfish Chinese-style compound condiments were launched
by the Group, and further improvements were also made to existing
Chinese-style compound condiments, and innovative marketing
activities in respect of various products, had driven an increase in
revenue from sales of Chinese-style compound condiments to third
parties.

HpXEEHARRMERABBZE 2017
F6H30H k6@ B W A R ¥66.38
BT ine46% Z2018EEHM AR
12248 B Tt 14 B £20185F6 A
0B IEAEAKAN122% H A
BE=AHEHEPRNESAKRRBRAER
103.5%  ANEBE2018F L¥ F » #EH
THEZRFOK/DEBPRNESHARS
WHENREERAEEHAKE » 1B
BHHTRERBIFEHEIHIN &
BTOE=AHEPXNESARREKA
L -
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Management Discussion and Analysis
BEENWED M

For the six months ended 30 June

B Z6 A30HIL6MER
2018 2017
% of self- % of self-
serving serving
small hot small hot
pot pot
Revenue product Revenue product
[ ON revenue VON revenue
(RMB’000) {58 /E# (RMB’000) {4EB M
(AR# NRBER (AR¥ NKIBER
Frx) BWABESE Fr) WABDH
Revenue from self-serving ERIEUNYE =TT PN
small hot pot products
Revenue from third parties REE=FWA 104,457 97.0% — —
Revenue from related parties REBEIST WA 3,231 3.0% — —
Total revenue from self-serving EPNEANE )T PN
small hot pot products 107,688 100.0% — —

For the six months ended 30 June 2018, the Group continued to
upgrade the formula and optimize the flavoring of self-serving small
hot pot products, and launched three new self-serving small hot pot
products during the first half of 2018. Benefiting from our expansion of
channels and promotional activities, the revenue from self-serving small
hot pot products increased substantially as a result. As of 30 June
2018, the revenue from self-serving small hot pot products amounted
to RMB107.7 million.

Revenue by Distribution Network

HZE20185E6 A30BLEAER » KEE
SEH A MEB D KIBERETERS A&
MOBKE(L » LHR2018F E¥FHHT
=HEMBNABH R SENERMN
REERUKRREHETEE  BME/N B
ERMBRAESTRIBER - HZE2018
F6H30H BMB/NABREERK
NE107.7HEBTT °

BASTHAT A 27 I A

For the six months ended 30 June

HZ6HA30HILE6MEA
2018 2017
Revenue Revenue
WA % of total WA % of total
(RMB’000) revenue (RMB’000) revenue
(AR#  (REWA (ARME  {HBKA
Tt R0 F) Baotk
Related party customers RABAER
Haidilao Group and its affiliates BEREERER
HEB N A 540,040 53.8% 434,692 68.9%
Third party customers EZHER
Distributors KEERS 363,170 36.2% 167,187 26.5%
E-commerce S 80,231 8.0% 16,982 2.7%
Others Hith
Third party catering enterprise F=REBRE 20,006 2.0% 11,710 1.8%
One-off sales activities —IRHEHEETTE 505 0.0% 304 0.1%
Total revenue BT 1,003,952 100.0% 630,875 100.0%

Yihai International Holding Ltd.
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Management Discussion and Analysis

Benefiting from the upgrade and growth in consumption of hot pot
catering in the PRC, the catering business of Haidilao Group continued
to grow rapidly in 2018. Both the number of stores and store revenue
maintained stably rapid growth. The Group’s sales revenue from sales
to related parties (mainly referring to sales to the Haidilao Group) for
the six months ended 30 June 2018 amounted to RMB540.0 million,
representing a year-on-year growth of 24.2%.

With further improvements to the refining and deepening of third
party sales channels by the Group during the first half of 2018, sales
ability at end-user points of sales improved remarkably, and quality
new products were launched successively, driving rapid growth in the
revenue from sales to third parties remarkably for the six months ended
30 June 2018, of which, revenue from sales to distributors amounted to
RMB363.2 million, accounting for a year-on-year increase of 117.2%;
revenue from sales through e-commerce channels amounted to
RMB80.2 million, accounting for a year-on-year increase of 372.4%;
and revenue from sales to third party caterers amounted to RMB20.0
million, accounting for an increase of 70.8% as compared to the
corresponding period of 2017.

Revenue by Geographic Region

The table below presents the revenue of the Company by geographic
region for the periods indicated:

BB WD

BERPEAXBEMEE WA REIE
R SBEREEEEREKE2018FHF
EeFEER EREMEHE EEM
JEWRAHRISFBERERR - XEEE
£2018%F 6 308 L/~ 1E B ) B8 B
(FEENEEHEEEE)HENHEE
WABAREGS4005BEL BLER
24.2% o

BEEAREEE2018F ¥ FEHE=HE
EREFMRCEIENE—PEE K
MEMNEERENEUREK BRI R
TE#HEH - EZ2018%F6 A30 B 1L/~
BE=ZLHEWRASUBESRER
HmKHEEmEHENHEERABARYE
3632EHEBL ALER1172% ; &
RENHEWAAARKS2EE T
Bt R 372.4% ; FE=FHEREERA
AR¥20.088 T B2017FRMER
70.8% °

B 1327 IR A

TRIIR T 4D TP R B R LAt i3 &)
DHIWA -

For the six months ended 30 June

HZ6HA30HILE6MEA
2018 2017

% of % of

(RMB’000) revenue (RMB’000) revenue

(AR #E PN (AR® I ON

) =04 Ft) Bt

Northern China® FEit@ 520,684 51.9% 327,155 51.9%

Southern China® FEEO 454,834 45.3% 285,995 45.3%

Overseas markets E% TR 28,434 2.8% 17,725 2.8%

Total aH 1,003,952 100.0% 630,875 100.0%
Notes: FIEE -

(@) Includes Heilongjiang, Jilin, Liaoning, Inner Mongolia, Beijing, Tianjin,
Hebei, Shandong, Shanxi, Henan, Ningxia, Shaanxi, Gansu, Qinghai,

Xinjiang and Tibet.

(3) Includes Jiangsu, Shanghai, Zhejiang, Anhui, Jiangxi, Fujian, Hubei,
Hunan, Guangdong, Chongging, Guizhou, Guangxi, Sichuan, Yunnan and

Hainan.

(@ BEEEI- MK EBEE REL -1
= R#E - owde - WLER -~ WLEg - AR -
BE -BA- -HE B FERA
ﬁo

(B BIEI&%- LE I ZH®- IHA-
BE -HL - HE -BR -EE- =2
M- ErE - )| - EREKRIER
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Management Discussion and Analysis
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Cost of Sales

The Group’s cost of sales, including raw materials, employee benefit
expenses, depreciation and amortization and utilities, increased by
53.5% from RMB417.6 million for the six months ended 30 June 2017
to RMB641.1 million for the corresponding period of 2018.

SHEMA

AEBPWHEERT(BREEME - EER
FREX ERBERLAAEZX)HE
Z2017F6A30BLEAEAMARY
4176 B B T 1E N53.5% £ 2018 F [E &
MARMB4IIBHET °

Gross Profit and Gross Profit Margin ERMRERNE
For the six months ended 30 June
H=Z6H30H1L6MA
2018 2017
Gross profit Gross profit
Gross profit margin  Gross profit margin
EF EF=E EF EF =R
RMB’ 000 % RMB’ 000 %
ARBET T % AR¥ETFRT %
Hot pot soup flavoring products KRR RLE A 254,861 34.9% 175,951 32.8%
Third parties =5 115,848 56.1% 58,281 51.0%
Related parties E2liyal 139,013 26.6% 117,670 27.9%
Hot pot dipping sauce products KEBERIER 15,657 39.8% 9,232 37.6%
Third parties E=5 15,627 39.8% 9,125 37.5%
Related parties ey 30 44.8% 107 49.5%
Chinese-style compound condiment® = # & ¥ &

products 58,193 47.6% 26,675 40.2%
Third parties =k 54,660 49.6% 22,900 42.3%
Related parties )y 3,533 29.0% 3,775 31.1%
Self-serving small hotpot products B fin&/) kS8 7E @ 32,628 30.3% — 0.0%
Third parties 5=5 31,536 30.2% — 0.0%
Related parties E‘gﬁyvﬁ 1,092 33.8% — 0.0%
Others HE 1,509 31.2% 1,408 36.5%
Total st 362,848 36.1% 213,266 33.8%

The Group’s gross profit increased by 70.1% from RMB213.3 million
for the six months ended 30 June 2017 to RMB362.8 million for the
corresponding period of 2018, and the gross profit margin increased
from 33.8% for the six months ended 30 June 2017 to 36.1% for the
corresponding period of 2018. Increase in gross profit mainly due
to the following three reasons. Firstly, the production costs reduced
as rapid increase in production and production efficiency diluted the
production expenses; secondly, the production costs reduced as the
Group optimized formulas of a number of flavouring products during
the period; thirdly, we raised the prices of certain products in last April.

Yihai International Holding Ltd.

20

AEENEFEHEZE2017F6 A30
HIERBEENARK213.3FE TEM
70.1% Z2018 FE AR ¥ 362.85
B MEANEHEZE2017F6H30H
Jt,\ﬂilﬁ #933.8% £ F = 2018 FEF HHY
36.1% - ENNZLANFERRFER
LT=8-%5— EEMEERENR
REAREBTHEER BETEEK
;  REBREAESZE J*JMF
unE’JEEJ‘isE TEL BETHEAE; F
= BPREFI4RBEA TS ERNE
*%o

er— J—



Management Discussion and Analysis

Distribution Expenses

The Group’s distribution expenses increased by 26.5% from RMB69.2
million for the six months ended 30 June 2017 to RMB87.5 million for
the year of 2018. The Group’s distribution expenses as a percentage
of the Group’s revenue decreased from 11.0% for the year of 2017
to 8.7% for the corresponding period of 2018. The increase in the
distribution expenses was mainly because of the expenses required for
establishment of channels expanding and reinforcing the terminal sales
capacity increased as compared to the corresponding period of last
year due to further expansion in the business of the Group.

Administrative Expenses

The Group’s administrative expenses increased by 84.9% from
RMB30.0 million for the six months ended 30 June 2017 to RMB55.5
million for the corresponding period of 2018. The Group’s administrative
expenses as a percentage of the Group’s revenue increased from 4.8%
for the first half of 2017 to 5.5% for the year of 2018. The increase
in the administrative expenses was mainly because of the relevant
expenses for the newly-built Maanshan Factory and Bazhou Factory,
and increase in the administrative expenses due to rapid development
in business.

Other Incomes and Gains - net

The Group’s other incomes and gains-net increased by 103.0% from
RMB13.2 million for the six months ended 30 June 2017 to RMB26.7
million for the corresponding period of 2018, mainly due to government
grants received by the Group.

Finance Income/(expenses) - net

The Group’s finance income/(expenses)-net was a loss of RMB22.3
million for the six months ended 30 June 2017 and a finance income/
(expenses)-net was a gain of RMB8.4 million for the corresponding
period of 2018, mainly arising from the fluctuations of the exchange
rates of Hong Kong dollars and US dollars to RMB.

BB WD

RESHR 32

AEENKENIHBZE2017F6 A
0RILEAEAENAREEG6.2HE TIE N
26.5% Z2018 FMARME7TSHETT °
AEENKERIMAEBRANE D
Et FH2017 & #911.0% & 1K £ 2018 F &
HRI8.7% - LRI MNEZERREZ
BEEEBEEKNE—FER  FLRE
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FRIBMLEH -

TR 32
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SEETHHAXEAEERANE D LEH
2017 FE L ¥ FM48% EME2018FEM
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Management Discussion and Analysis
BEENWED M

Profit before Tax

As a result of the foregoing, the Group’s profit before income tax
increased by 142.9% from RMB105.0 million for the six months ended
30 June 2017 to RMB254.9 million for the corresponding period of
2018.

Income Tax Expense

The Group’s income tax expense increased by 87.2% from RMB34.8
million for the six months ended 30 June 2017 to RMB65.1 million for
the corresponding period of 2018. The effective tax rate decreased
from 33.1% for the first half of 2017 to 25.5% for the year of 2018,
mainly due to a non-tax deductible exchange loss from the appreciation
of Hong Kong dollar for the corresponding period of last year.

Net Profit for the Period

As a result of the foregoing, net profit of the Group increased by
170.4% from RMB70.2 million for the six months ended 30 June
2017 to RMB189.8 million for the first half of 2018. Basic earnings
per share increased from RMB7.24 cents for the first half of 2017 to
RMB19.04 cents for the corresponding period of 2018, and net profit
margin increased from 11.1% for the first half of 2017 to 18.9% for the
corresponding period of 2018.

Capital Liquidity and Financial Resources

For the six months ended 30 June 2018, the Group’s business was
mainly funded by the cash generated from its operation. The Group
intended to apply internal resources, through income derived from
organic and sustainable developments, to fund its expansion and
business operation.

Cash and Cash Equivalents

As of 30 June 2018, the Group’s cash and cash equivalents were
primarily denominated in RMB and HK dollars and US dollars. Its cash
and cash equivalents amounted to approximately RMB954.4 million
(31 December 2017: RMB1,130.2 million). This decrease was mainly
due to the net cash outflow of operating activities of RMB33.7 million
(mainly resulted from an increase of RMB64.9 million in inventory as
compared to the beginning of the period as a result of the increase in
scale of sales, as well as an increase of RMB76.2 million in seasonal
prepayment of raw material procurement as compared to the beginning
of the period), to net cash outflow of investing activities of negative
RMB98.6 million (due to the construction of Maanshan Bazhou Factory)
and net cash outflow of financing activities of RMB48.3 million (due to
dividend distribution).

22 Yihai International Holding Ltd.
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Management Discussion and Analysis

Asset-liability Ratio

As of 30 June 2018, the Group’s asset-liability ratio® was 11.7% (31
December 2017: 16.7%). This decrease was mainly due to decrease in
trade payables and other payables. The Group did not have any bank
borrowings.

Note:

(4) The asset-liability ratio is calculated by dividing total liabilities by total
assets at the end of each financial period.

Inventories

The Group’s inventories consist primarily of raw materials, works-
in-progress and finished goods. As of 30 June 2018, the Group had
inventories of approximately RMB212.6 million (31 December 2017:
RMB147.6 million). The turnover days of inventories slightly increased
from 49.1 days for the year ended 31 December 2017 to 50.6 days for
the six months ended 30 June 2018. Slightly increase in the turnover
days of inventories was mainly due to the fact that we increased
inventories of certain raw materials and finished goods for responding
the peak seasons for sales in the second half of 2018.

Trade Receivables

Trade receivables represent amounts due from customers in respect
of sales of goods in the ordinary course of business. As of 30 June
2018, we had trade receivables of approximately RMB140.8 million (31
December 2017: RMB131.5 million). This change was mainly due to
an increase in sales by the Group to related parties and certain third
parties (such as customized catering customers) in the first half of
2018. The turnover days of trade receivables slightly increased from
22.0 days for the year ended 31 December 2017 to 24.4 days for the
six months ended 30 June 2018.

Trade Payables

Trade payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. As
of 30 June 2018, we have trade payables of approximately RMB109.8
million (31 December 2017: RMB136.6 million), which was due to the
effects of low and peak seasons for production and sales and the
seasonal procurement cycle. The turnover days of trade payables
decreased from 37.0 days for the year ended 31 December 2017 to
34.6 days for the six months ended 30 June 2018.

BB WD
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Contingent Liabilities

As of 30 June 2018, the Company did not have any contingent
liabilities.

Charge of Assets

As of 30 June 2018, the Company did not charge any fixed assets as
securities for borrowings.

Borrowings

As of 30 June 2018, the Company did not have any bank borrowings.

Debt-to-Equity Ratio

As of 30 June 2018, the Company’s debt-to-equity® ratio was zero.

Note:

(5) Debt-to-equity ratio is calculated by dividing total debt by total equity.
Total debt is defined as including interest-bearing liabilities which are not
incurred during the routine process of business.

Foreign Exchange Risk and Hedging

The Group mainly operates in the PRC with most of the transaction
denominated and settled in RMB. However, the Group has certain cash
denominated in HKD and USD, and is so exposed to foreign currency
exchange risks. The Group has not hedged its foreign currency
exchange risks, but will closely monitor the exposure and will take
measures when necessary to make sure the foreign exchange risks are
manageable.

Employees and Remuneration Policy

As of 30 June 2018, the Group had a total of 1,660 employees (including
temporary workers), comprising of 1,264 employees in production,
308 employees in marketing and 88 employees in administration and
management functions respectively.

For the six months ended 30 June 2018, the Group’s incurred total
staff costs (including salaries, wages, allowance, benefits and costs of
equity incentive plan) of RMB104.0 million.
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Management Discussion and Analysis

Remuneration of employees included salaries and allowances. The
Group also provided training to staff to enhance their skills and product
knowledge. The Group’s remuneration policy was formulated based
on the performance of individual employees, and will be reviewed on
regular basis.

In February 2016, the Company adopted the Restricted Share Unit
Scheme (“RSU Scheme”), which permitted to grant Restricted Share
Units (“RSUs”) to (i) full-time employees (including directors, officers
and members of senior management) of the Group; and (ii) any persons
who have made or will make contributions to any members of the
Company as considered at the sole discretion by the Board. On 28
December 2016, 9,140,000 RSUs (equivalent to a total of 9,140,000
shares) were approved and granted to a total of 81 grantees in the
capacity of employees and/or senior executives of the Group and
business partners of the Company (who were not connected persons
of the Company except Ms. Dang Chunxiang and Mr. Sun Shengfeng)
pursuant to the RSU Scheme of the Company. On 30 June 2018, the
relevant underlying shares represented approximately 0.87% of the
issued shares of the Company. After taking into account of the closing
price of HK$3.18 per share on the date of grant, the value of 9,140,000
RSUs was HK$29,065,200. The grantees of RSUs shall pay US$0.0082
(approximately HK$0.06) for each RSU granted under the RSU Scheme.

Material Acquisitions and Disposals

During the six months ended 30 June 2018, the Group had no material
acquisitions nor any disposals of subsidiaries, associates and joint
ventures.

FUTURE PROSPECTS

Industry and Business Outlook

In the first half of 2018, the national economy generally developed
steadily. The attitude of increasing consumption was constantly
strengthened and the catering industry remained stable. The overall
trend of the PRC condiment industry was positive. Through organic
growth and external development, the Group will continue to optimize
and deepen sales channels actively, enhance terminal sales capacity,
expand its product mix and develop new business models, so as to
constantly enhance the market share and industry position of the
Group.
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Management Discussion and Analysis
BEENWED M

In terms of brand, in order to expand product categories of the
Company, enhance competitiveness of products and clarify the brand
positioning, in 2018, we sorted out our brand strategy and determined
to implement multi-brand strategy. Under this model, the Group
would implement the corresponding certain sub-brands based on the
application scenarios of customers and various product categories and
characteristics of products. While fully sharing back office resources
and channels of the Company, the Group would exert synergies and
complementary advantages of multi-brand, expand business scopes,
enhance corporate competitiveness and risk resistance capabilities by
market segmentation.

In terms of product research and development, the Group will not only
continue to upgrade and improve existing products, and constantly
work hard to supplement and broaden existing product types, but also
continue to develop diversified products with new tastes and concepts,
expand its existing business, supplement diversified dining scenarios,
and stimulate and attract more consumption groups by following
changes in market trend.

In terms of the establishment of channels, in 2018, the Group will
further put efforts into the establishment of channels to expand the
penetration rate of channels. The Group will introduce new retail
channels that suit different categories, and enrich the consumption
scenarios of existing products and expand new sales channels, by
building on the ongoing expansion of retail channels of existing third-
party manufacturers and the ever-expanding product category. In terms
of the catering channels for third-party manufacturers, sales will be
increased rapidly through improving service standards and introducing
more standardized product distributors.

In terms of terminal sales, the Group will continue to further enhance
shelf management, improve the display of basic shelves, introduce
new retail channels, fully empower and motivate the internal sales staff,
and collaborate closely with external distributors, so as to strengthen
the customization and effectiveness of tasting events and promotion
campaigns, and intensively explore and improve the capacity and
efficiency of terminal sales.
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Management Discussion and Analysis

Material Investments and Prospects

In order to ease the increasing pressure from production capacity
utilization, the Group mainly adopted the following measures in the first
half of 2018.

The Group will continue with the construction of the Bazhou Project in
Hebei. The total investment amount of the Group’s Bazhou Project is
expected to be RMB300 million. Phase | is expected to be completed
and put into operation at the end of 2018, while Phase Il is expected to
be completed and put into use in 2020. It is expected that Phase | will
provide a production capacity of 35,000 tons. The Bazhou Production
Base will not only effectively increase the Group’s existing production
capacity, but will also optimize the Group’s product portfolio by
effectively expanding the production lines for new products, and to
a large extent upgrade the Group’s storage facilities. The project is
located in the centre of Northern China, which enables the Group to
better control and manage logistics costs. As of 30 June 2018, the
construction of the Bazhou Production Base was still steadily carried
out as scheduled.

Future Plans for Material Investments

The Group will continue to extensively identify potential strategic
investment opportunities and seek to acquire potential high-quality
target businesses that create synergies for the Group in relation
to aspects including product research and development, product
portfolio, channel expansion or cost control.
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Corporate Governance and Other Information

SREAR IR

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

As at 30 June 2018, the interests and short positions of the Directors
and chief executives of the Company and their respective associates
in the Shares, underlying Shares or debentures of the Company or any
of the associated corporations of the Company (within the meaning
of Part XV of the SFO), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the SFO); or
(b) pursuant to Section 352 of the SFO, to be entered in the register
referred to therein; or (c) to be notified to the Company and the Stock
Exchange pursuant to the Model Code, were as follows:

Name of Director Capacity/nature of interest

EEMA St it E

EERESTHASREY - HERG
RIREEFRENE R R KA

M2018F6 HA30H ' EERAQNTRS
ITHAEBRERBNBBARAARRA
AAEAREEE(ERRESRPER
BISE XV ER) BIBR 1D - AERAMR 1D S EHER
FREER () RIEE 5 REPERGIZEXVEDSE
TRESDEAHMNER N B R THIRE
BmRAR(BREBEESRPEMRANE
BRSO BR R REENERERAR)
= (b) IRIEF 5 KRB E R HIE 352K AR
R R MR AR ; ()
IRIERAESF BI A A A A B RS AT v RE
BRARBEHIIWT ¢

Approximate

percentage of
shareholding in

Number of the total issued
Ordinary Shares share capital (%)
REBITRA

BEPHIELA

LiEREE FRE B 7 L (%)

Mr. Shi Yonghong™ Founder of a discretionary trust, interest of

controlled corporation and interest of spouse

fEKREED EREEMNAIZA - ZEFEE#ER REBHER

Ms. Shu Ping® Founder of a discretionary trust and interest of
controlled corporation

¥ ute 2RETENAIZARZZFEEER

Mr. Zhang Yong®
controlled corporation

REELEC 2REETENRIZARZEFEEZRS
Ms. Dang Chunxiang® Beneficiary of a trust

EERLZLO ERENZEA

Mr. Sun Shengfeng® Beneficiary of a trust

BslEEE @ BFERENZEA

(L) denotes a long position
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Founder of a discretionary trust and interest of

177,243,492 (L) 16.93% (L)

372,547,021 (L) 35.59% (L)

372,547,021 (L) 35.59% (L)

1,010,000 (L) 0.10% (L)
500,000 (L) 0.05% (L)
LRFFE



Note:

(1)

@

3

“)

Corporate Governance and Other Information

Mr. Shi Yonghong and Ms. Li Haiyan, as the settlors and protectors,
established for their own benefit the SL Trust, which indirectly holds the
entire share capital of SYH YIHAI Ltd and LHY YIHAI Ltd, which in turn
holds a total of 177,243,492 Shares. For the purpose of the SFO, Mr. Shi
Yonghong and Ms. Li Hajyan are deemed to be interested in the Shares in
which SYH YIHAI Ltd and LHY YIHAI Ltd are interested.

Mr. Shi Yonghong is the spouse of Ms. Li Haiyan and is deemed to
be interested in the same number of Shares in which Ms. Li Haiyan is
interested for the purpose of the SFO. Ms. Li Haiyan is the spouse of
Mr. Shi Yonghong and is deemed to be interested in the same number
of Shares in which Mr. Shi Yonghong is interested for the purpose of the
SFO.

Mr. Zhang Yong and Ms. Shu Ping, as the settlors and protectors,
established for their own benefit the ZYSP Trust, which holds the entire
share capital of ZYSP YIHAI Ltd, which in turn holds 372,547,021
Shares. For the purpose of the SFO, Mr. Zhang Yong and Ms. Shu Ping
are deemed to be interested in the Shares in which ZYSP YIHAI Ltd is
interested.

Mr. Zhang Yong is the spouse of Ms. Shu Ping and is deemed to be
interested in the same number of Shares in which Ms. Shu Ping is
interested for the purpose of the SFO. Ms. Shu Ping is the spouse of
Mr. Zhang Yong and is deemed to be interested in the same number of
Shares in which Mr. Zhang Yong is interested for the purpose of the SFO.

1,010,000 RSUs were granted to Ms. Dang Chunxiang pursuant to the
RSU Scheme on 28 December 2016.

500,000 RSUs were granted to Mr. Sun Shengfeng pursuant to the RSU
Scheme on 28 December 2016.
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Corporate Governance and Other Information

TEEBRAMER

Save as disclosed above, as at 30 June 2018, none of the Directors
or chief executives of the Company and their respective associates
has or is deemed to have any interests or short positions in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
which will be required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have
taken under such provisions of the SFO); or which will be required to be
recorded in the register to be kept by the Company pursuant to Section
352 of the SFO, or which will be required, pursuant to the Model Code,
to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2018, the followings are the persons, other than the
Directors or chief executives of the Company, who had interests or
short positions in the Shares and underlying Shares which would
be required to be notified to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO; or
as recorded in the register of interests required to be kept by the
Company pursuant to Section 336 of Part XV of the SFO:

Br EXFTiREEE SN - BIE 2018 6 A 30
A ARAESHAKRSTHRAERAES
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ERESRBEMRBEXVER) KRG -
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80 B A S A1 B R 3 A 0 (R A 4
BIAR (BRRERERZRBERD
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K#ER)  HREE SR P ERPISE 352
R RCBRARFFFENECHRA
HEfEZSA R - RRBRET A
ARE A DT R AT P 9 AR T R K
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BaRkRE
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Approximate

percentage of
shareholding in

Number of  the total issued

Name of substantial Shareholder Capacity/Nature of interest Ordinary Shares share capital

REBTRAEE

TERERA St/ EHEE EERBE HEABRESL

UBS Trustees (B.V.1.) Limited® Trustee (other than a bare trustee) 372,547,021 (L) 35.59% (L)
CEINE 203 EIN)

ZYSP YIHAI Ltd® Beneficial owner 372,547,021 (L) 35.59% (L)

EREEA
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Approximate

percentage of

shareholding in

Number of the total issued

Name of substantial Shareholder Capacity/nature of interest Ordinary Shares share capital
REZRTRAEE
TERERE L1V ik EEREE BHRAERESL
Cititrust Private Trust (Cayman) Limited® Trustee (other than a bare trustee) 177,243,492 (L) 16.93% (L)
CEINE S EIN
Li Haiyan® Founder of a discretionary trust, interest of 177,243,492 (L) 16.93% (L)
controlled corporation and interest of spouse
ZERaLe FRGEAYA  ZRHLEREREBNESR
Twice Happiness Limited® Interest of controlled corporation 177,243,492 (L) 16.93% (L)
ZEHEERER
LHY YIHAI Ltd@ Beneficial owner 88,621,746 (L) 8.47% (L)
EnBEA
SYH YIHAI Ltd® Beneficial owner 88,621,746 (L) 8.47% (L)
ERBBA
JLJH YIHAI Ltd® Beneficial owner and nominee for another person 77,220,000 (L) 7.38% (L)
ERHAARS—EALTHREA
Vistra Trust (HK) Limited® Trustee (other than a bare trustee) 77,220,000 (L) 7.38% (L)
ZFEACGEERHEZEA)
(L) denotes a long position LRFEFE
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Note:

(1)

@

3

32

ZYSP Trust is a discretionary trust set up by Mr. Zhang Yong and Ms. Shu
Ping as the settlors and protectors on 1 June 2016 for their own benefit.
The entire share capital of ZYSP YIHAI Ltd is wholly owned by UBS
Trustees (B.V.l.) Limited as the trustee of the ZYSP Trust. Mr. Zhang Yong
and Ms. Shu Ping (as founders of the ZYSP Trust) and UBS Trustees
(B.V.1.) Limited are deemed to be interested in the Shares held by ZYSP
YIHAI Ltd for the purpose of the SFO.

SL Trust is a discretionary trust set up by Mr. Shi Yonghong and Ms.
Li Haiyan as the settlors and protectors on 2 June 2016 for their own
benefit. The entire share capital of SYH YIHAI Ltd and LHY YIHAI Ltd
is wholly owned by Twice Happiness Limited and ultimately owned by
Cititrust Private Trust (Cayman) Limited as the trustee of the SL Trust.
Mr. Shi Yonghong and Ms. Li Haiyan (as founders of the SL Trust), Twice
Happiness Limited and Cititrust Private Trust (Cayman) Limited are
deemed to be interested in the Shares held by SYH YIHAI Ltd and LHY
YIHAI Ltd for the purpose of the SFO. Mr. Shi Yonghong is the spouse
of Ms. Li Haiyan and is deemed to be interested in the same number of
Shares in which Ms. Li Haiyan is interested for the purpose of the SFO.
Ms. Li Haiyan is the spouse of Mr. Shi Yonghong and is deemed to be
interested in the same number of Shares in which Mr. Shi Yonghong is
interested for the purpose of the SFO.

Vistra Trust (HK) Limited is the trustee and JLJH YIHAI Ltd is the nominee
to administer the RSU Scheme. JLJH YIHAI Ltd holds the Shares
underlying the RSU granted by us for the benefit of eligible participants
pursuant to the RSU Scheme.

Yihai International Holding Ltd.
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Corporate Governance and Other Information

Save as disclosed above, as at 30 June 2018, the Company is not
aware of any other person (other than the Directors or chief executives
of the Company) who had an interest or short position in the Shares
or underlying Shares of the Company which would be required to be
notified to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO; or as recorded in the
register required to be kept by the Company pursuant to Section 336 of
the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the section headed “Directors’ and Chief
Executives’ Interests and Short Positions in Shares, Underlying Shares
And Debentures” above, at no time during the six months ended 30
June 2018 and up to the date of this interim report was the Company
or any of its subsidiaries, a party to any arrangement that would
enable the Directors to acquire benefits by means of acquisition of the
Shares in, or debentures of, the Company or any other body corporate,
and none of the Directors or any of their spouses or children under
the age of 18 were granted any right to subscribe for the equity or
debt securities of the Company or any other body corporate or had
exercised any such right.

THE RSU SCHEME

The Company has approved and adopted an RSU Scheme by a
resolution of its Shareholders on 24 February 2016 and a resolution of
the Board on 24 February 2016. The RSU Scheme is not subject to the
provisions of Chapter 17 of the Listing Rules as the RSU Scheme does
not involve the grant of options by the Company to subscribe for new
Shares.

The RSUs do not carry any right to vote at general meetings of
the Company. No RSU grantee shall enjoy any of the rights of a
Shareholder by virtue of the grant of an award of RSUs (the “Award”)
pursuant to the RSU Scheme, unless and until such Shares underlying
the Award are actually transferred to the RSU grantee upon vesting
of the RSU. Unless otherwise specified by the Board in its entire
discretion, the RSU grantees do not have any rights to any cash or
non-cash income, dividends or distributions and/or the sale proceeds
of non-cash and non-scrip distributions from any Shares underlying
an Award. For details of the RSU Scheme, please refer to the section
headed “Appendix IV — Statutory and General Information of the
Prospectus.
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Corporate Governance and Other Information

EREAREMESR

The Company approved and granted 9,140,000 RSUs among which
1,010,000 RSUs were granted to Ms. Dang Chunxiang, an executive
Director, and 500,000 RSUs were granted to Mr. Sun Shengfeng, an
executive Director, pursuant to the RSU Scheme on 28 December
2016. Please refer to the announcement of the Company dated 28
December 2016 for details.

Save as disclosed above, as at 30 June 2018, no other RSU had been
granted or agreed to be granted by the Company pursuant to the RSU
Scheme.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 June 2018.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10 to
the Listing Rules. Specific enquiries have been made to all the Directors
and the Directors have confirmed that they have complied with the
Model Code during the six months ended 30 June 2018.

The Company’s employees, who are likely to be in possession of inside
information of the Company, have also been subject to the Model Code
for securities transactions. No incident of non-compliance of the Model
Code by the employees was noted by the Company during the six
months ended 30 June 2018.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company has adopted and applied the principles and code
provisions as set out in the Corporate Governance Code contained in
Appendix 14 to the Listing Rules. During the six months ended 30 June
2018, the Company has complied with the mandatory code provisions
in the Corporate Governance Code.

34 Yihai International Holding Ltd.
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Corporate Governance and Other Information

CHANGES IN THE INFORMATION OF THE DIRECTORS SINCE
THE DATE OF THE 2017 ANNUAL REPORT

Since 3 April 2018 (the date of publication of the 2017 Annual Report
of the Company), there has been no change in the information of the
Directors as required to be disclosed pursuant to Rule 13.51B of the
Listing Rules.

AUDIT COMMITTEE

The Audit Committee of the Company has three members comprising
one non-executive Director, being Mr. Shi Yonghong, and two
independent non-executive Directors, being Mr. Yau Ka Chi (chairman)
and Ms. Ye Shujun, with terms of reference in compliance with the
Listing Rules.

The Audit Committee has considered and reviewed the accounting
principles and practices adopted by the Group and has discussed
matters in relation to internal controls and financial reporting with
the management, including the review of the unaudited condensed
consolidated interim financial results of the Group for the six months
ended 30 June 2018. The Audit Committee considers that the
interim financial results for the six months ended 30 June 2018 are
in compliance with the relevant accounting standards, rules and
regulations and appropriate disclosures have been duly made.

INTERIM DIVIDEND

The Board does not recommend the payment of interim dividend for
the six months ended 30 June 2018 to the Shareholders.
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TEEBRAMER

USE OF PROCEEDS FROM THE GLOBAL OFFERING

The Company’s net proceeds from the Global Offering are approximately
RMB720.2 million. The net proceeds have been used in a manner
consistent with those disclosed in the section headed “Future Plans
and Use of Proceeds” in the Prospectus. As of 31 December 2017, the
unused net proceeds were RMB644.2 million.

For the six months ended 30 June 2017, the Group had used the net
proceeds from the Global Offering for the following purposes:

EHBEMSTERR

AT EEHRBEMSHIEFEINAA
RUEE7202BHE T » FIBREFRECIRE
BRERIKRRFAERFAEREAE |-
A EE —BNWARNB A - E2017
F12 31 BIEEAREARFBRIEFEE
BARMG6LI42BETT -

BZE2018F6 A30HLEAEA » AEHE
ERPISRIEFEART YRR

Use of
proceeds The
in the same cumulative
manner and amount of The actual
proportions proceeds amount of Net proceeds
as stated utilized as of proceeds unutilized as
inthe 31 December utilized as of of 30 June
Prospectus 2017 30 June 2018 2018
e $iir 3 S IE R
BEMYE  GEXER  BZE2018F HE2018F
HENARX EHE2017F 6 A30HL 6 HA30HL
RitGlfER 12831 HILE ~ERH  KEBBHFE
MERE ZBiEREE BREREEH HIEFH
RMB Million RMB Million RMB Million RMB Million
ARBEE ARBEE AR%EE AR%EE
30% will be used to construct 30% ARSI EFEM 216.1 53.1 30.6 132.4
Phase | of our Bazhou Production ~ Ei& % N4 EE i —H
Base located in Bazhou,
Hebei Province
25% will be used for potential 25% ARARIREEN 180.0 0.0 12.0 168.0
strategic acquisition REEMPERE
opportunities in the future
25% will be used to promote our  25% FRE RN Mg 180.1 9.2 15.5 155.4
products and brand MR
10% will be used to enhance 10% AR B RE DRI 7 72.0 9.0 8.2 54.8
our research and development
capabilities
10% will be used for working 10% ARELEER 72.0 4.7 59.8 75
capital and general corporate —REERE
purposes
Total B 720.2 76.0 126.1 518.1
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For the six months ended 30 June 2018, the Company had not utilized
the net proceeds from the Global Offering of approximately RMB518.1
million. Regarding the net proceeds that had not been utilized as of
30 June 2018, the Company intends to use them in the same manner
and proportions as stated in the Prospectus. The completion time of
using the net proceeds will be determined based on the future business
development of the Company.

EVENT AFTER THE END OF THE REPORTING PERIOD

Yihai (Shanghai) Food Co., Ltd., an indirectly wholly owned subsidiary
of the Company, entered into framework sales and purchase
agreements on 6 July 2018 with Fuhai (Shanghai) Food Technology
Co., Ltd. (BB (LB)RmAB BB 2 F), a connected person of the
Company, in relation to the continuation of sale and purchase of
hotpot products under their existing framework sales and purchase
agreements. In addition, the Company renewed the annual caps for
certain existing continuing connected transactions. Please refer to the
announcement of the Company dated 6 July 2018 and the circular of
the Company dated 19 July 2018 and the poll results announcement of
the Company dated 8 August 2018 for details.

By Order of the Board

Shi Yonghong

Chairman

Yihai International Holding Ltd.

Hong Kong, 22 August 2018
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Interim Condensed Consolidated Balance Sheet

FHIERGEEERERR

Unaudited Audited
30 June 31 December
2018 2017
2018 4 2017 &
6 A30H 12H31H
Note RMB’ 000 RMB’ 000
MIFE ARBTF T ARET T
Assets BE
Non-current assets EREBEE
Property, plant and equipment M - MERZE 6 226,354 180,088
Land use rights It fsE FAAE 7 34,664 35,152
Intangible assets B EE 8 5,040 5,182
Deferred tax assets EEMRIEEE 11,164 10,554
Prepayments for property, M BER
plant and equipment RBTENTIR 86,000 57,095
Financial assets at fair value through RATET AER
profit or loss HNEmEE 9 12,000 —
Total non-current assets ERBEELE 375,222 288,071
Current assets MEEE
Inventories FE 212,562 147,617
Other current assets HMREEE 148,600 —
Trade receivables g 5 BFIE 10, 21(d) 140,846 131,457
Other financial assets at amortised cost REBERATTEN
HttemEE 5,092 —
Prepayments and other receivables FETRIER B R IE — 76,670
Financial assets at fair value through RATETTABRN
profit or loss EREE 9 33,083 32,671
Cash and cash equivalents HeREEEEY 954,443 1,130,205
Total current assets REEERE 1,494,626 1,518,620
Total assets BEHE 1,869,848 1,806,691
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Interim Condensed Consolidated Balance Sheet

HHERGEEERERR

Unaudited Audited
30 June 31 December
2018 2017
2018 £ 2017 F
6 A30H 12H31H
Note RMB’ 000 RMB’ 000
MIEE AR¥F T ARBT T
Equity W=
Equity attributable to owners KABRHEAAN
of the Company FEAG#E &
Share capital e 11 68 68
Shares held for employee share scheme IEERMDETE
BFERRHS (5) ©)
Reserves ikt 1,641,341 1,501,326
Capital and reserves attributable to owners A B#EHB A
of the Company BihERR #E 1,641,404 1,501,389
Non-controlling interests FEIEIR R 9,662 4,420
Total equity W RABER 1,651,066 1,505,809
Liabilities af
Current liabilities REaE
Trade payables g S ENRE 12 109,844 136,582
Contract liabilities EHEaE 7,574 —
Other payables and accruals HitpE (7B R ESTE 85,621 115,033
Current income tax liabilities ENERFr SR aE 15,743 49,267
Total current liabilities REEEEE 218,782 300,882
Total liabilities =LiFiat ] 218,782 300,882
Total equity and liabilities EERkaEEHE 1,869,848 1,806,691

The above condensed consolidated balance sheet should be read in

conjunction with the accompanying notes.
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Interim Condensed Consolidated Statement of Comprehensive Income

HHARS SRS 2 EBAR

Unaudited
KREE
Half-year
EEE

2018 2017

2018 4 2017 £

Note RMB’000 RMB’ 000

MIaE ARTT ARETT

Revenue N 5 1,003,952 630,875
Cost of sales SHER A 13 (641,104) (417,609)
Gross profit EF 362,848 213,266
Distribution expenses KEHmAX 13 (87,477) (69,153)
Administrative expenses TR 13 (55,536) (30,041)
Other incomes and gains - net HW AR WS FEE 14 26,738 13,172
Operating profit ®EER 246,573 127,244
Finance income mMEUA 15 8,367 1,515
Finance expenses 7l & R A 15 — (23,788)
Finance income/(expenses) - net BEWA, (AR F5E 15 8,367 (22,273)

Profit before income tax [EIRET AT ! 254,940 104,971
Income tax expense FrSHipx 16 (65,114) (34,778)
Profit for the period HA P9 #1 189,826 70,193
Profit attributable to: WMTANLTEGER :

Owners of the Company ARABEBAN 184,584 70,193
Non-controlling interests FEERER 5,242 —
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Interim Condensed Consolidated Statement of Comprehensive Income

HAARS SRS 2 EIRA R

Unaudited
KBEZ
Half-year
FE—F
2018 2017
2018 4 2017 £
RMB’ 000 RMB’ 000
ARTT AREBT T

Profit for the period (continued) HNER (8 189,826 70,193
Other comprehensive income Hih 2 EUIAN
ltems that may be reclassified to AREEH D EE

profit or loss BHWIEE

— Cash flow hedges - REREEH — (1,144)
Other comprehensive income HAHEMEERAN

for the period, net of tax ($OFRFiIE) — (1,144)
Total comprehensive income 2HEINEEE 189,826 69,049
Total comprehensive income T AL

attributable to: EEWNER :

— Owners of the Company -RAREB A 184,584 69,049

- Non-controlling interests - R ER 5,242 —
Earnings per share attributable to equity AR FFEA

holders of the Company EiLERER

(expressed inRMB cents per share) (UBBRAREDYIR)

- Basic SN 19.04 7.24

- Diluted -8 18.88 7.22

The above condensed consolidated statement of comprehensive income should

be read in conjunction with the accompanying notes.

LAk BA AR & 2 T W 3K B B Ff B = — 1 B8
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Interim Condensed Consolidated Statement of Changes in Equity
HHA AR S R B B R

Attributable to owners of the Company

ARABEEARLR
Shares
held for
Share employee Non-
capital share controlling Total
(Note 11) scheme Reserves Total interests equity
HiEs
& R fn
(BzE11) Rzl ) fitte st FEREs ERaR
Note RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
i3 ARETTL ARETT ARETT ARETT ARETT ARETT
Balance at 1 January 2018 #2018%1A1H
(Audited) B (BER) 68 (5) 1,501,326 1,501,389 4,420 1,505,809
Comprehensive income 2EBA
Profit for the period BRER — — 184,584 184,584 5,242 189,826
Other comprehensive income HirZERA — — — — — —
Total comprehensive income 2HERNGE — — 184,584 184,584 5,242 189,826
Transactions with owners BREALS
Share-based BB BEEN
payment expense e — — 3,722 3,722 — 3722
Dividends provided for or paid REHIRITEE 18 = = (48,291) (48,291) = (48,291)
Total transactions with owners ~ EEF AR 8% = = (44,569) (44,569) = (44,569)
Balance at 30 June 2018 72018456 B30 H
(Unaudited) BR(XEER) 68 (5) 1,641,341 1,641,404 9,662 1,651,066
Balance at 1 January 2017 201751810
(Audited) LR (EEY) 68 B 1,266,142 1,266,205 — 1,266,205
Comprehensive income 2EBA
Profit for the period BRER = = 70,193 70,193 — 70,193
Other comprehensive income HirZERA = = (1,144) (1,144) = (1,144)
Total comprehensive income ~ £HEKNAE = = 69,049 69,049 = 69,049
Transactions with owners HREALS
Share-based URAABEEN
payment expense EF3 — — 4,669 4,669 — 4,669
Dividends provided for or paid RESRARE 18 = = (36,642) (36,642) = (36,642)
Total transactions with owners ~ EEFA L 54%H = = (31,973) (31,973) = (31,979)
Balance at 30 June 2017 1201746 A 30 B4
(Unaudited) (REBEHZ) 68 () 1,303,218 1,303,281 = 1,303,281

The above condensed consolidated statement of changes in equity should be LA - B BR 4% & R 2 42 B 7% FE B R B B 5 — O
read in conjunction with the accompanying notes. & -
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Interim Condensed Consolidated Statement of Cash Flows

FHIfSAGSEERER

Unaudited

RREZ

Half-year

EEE

2018 2017
2018 £ 2017 &
Note RMB’000 RMB’ 000
MIaE AR#ET T AR¥T T

Cash flows from operating activities

REFHMFHEERE

Cash generated from operations ISR S 61,213 73,294
Interest received 2 RFE 4,329 1,515
Income tax paid Gk (99,248) (47,173)
Net cash (used in)/generated from meEE(FRA),

operating activities SR &3 (33,706) 27,636
Cash flows from investing activities BRETBRERERE
Purchases of property, plant and equipment BEY¥ - BMERRE (54,429) (3,591)
Purchases of intangible assets BEEFEEE = (706)
Purchase of financial assets at fair value BEZ AT EFTABEN

through profit or loss TRIEE (12,000) —
Purchases of land use rights BB E 1 i e (39,420) (4,188)
Proceeds from disposal of property, HEYE - Fﬁ%&

plant and equipment B Y= ETe! 3,333 339
Investment income from financial assets ﬁmﬁﬁ?kﬁl&m 3,939 1,891
Net cash used in investing activities BEEERAREFHE (98,577) (6,255)
Cash flows from financing activities MEEERERERE
Dividends paid by the Company AABRZAFRE 18 (48,291) (36,642)
Net cash used in from financing activities B&EFENT AR EFH (48,291) (36,642)
Net decrease in cash and RERREEEY

cash equivalents B R (180,574) (15,261)
Cash and cash equivalents HEERESEEY

at beginning of period 1,130,205 1,021,999
Exchange gain/(losses) on cash and ReRREZEY

cash equivalents ERWA(EE) 4,812 (31,453)
Cash and cash equivalents at end of period i kTR & RIEEZEYW 954,443 975,285
The above condensed consolidated statement of cash flows should be 4 S B4 78 & ELARE MM

read in conjunction with the accompanying notes.
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Notes to the Condensed Consolidated Interim Financial Information

R AR S A B IS B R

44

GENERAL INFORMATION

YIHAI INTERNATIONAL HOLDING LTD. (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged in the
production and sale of hot pot soup flavouring products, hot pot
dipping sauce products, Chinese-style compound condiment
products, and self-serving small hot-pot products in the People’s
Republic of China (the “PRC”).

The Company was incorporated in the Cayman Islands on 18
October 2013 as an exempted company with limited liability under
the Companies Law Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The address of the Company’s
registered office is Grand Pavilion, Hibiscus Way, 802 West Bay
Road, P.O. Box 31119, KY1-1205, Cayman Islands.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

This condensed consolidated interim financial information is
presented in Renminbi (“RMB”), unless otherwise stated.

This condensed consolidated interim financial information has not
been audited.

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months reporting period ended 30 June 2018 has been
prepared in accordance with International Accounting Standard
34 Interim Financial Reporting (“IAS 34”).

The interim report does not include all the notes of the type
normally included in an annual financial report. Accordingly,
this report is to be read in conjunction with the annual report for
the year ended 31 December 2017 which have been prepared
in accordance with International Fiancial Reporting Standards
(“IFRS”).

The accounting policies adopted are consistent with those of
the previous financial year and corresponding interim reporting
period, except for the adoption of new and amended standards
as set out below.

Yihai International Holding Ltd.
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Notes to the Condensed Consolidated Interim Financial Information

A BRAR S AR B R RE

2. BASIS OF PREPARATION (Cont’d)

(a)

(b)

New and amended standards adopted by the Group

A number of new or amended standards became applicable
for the current reporting period and the Group had to change
its accounting policies and make retrospective adjustments,
if applicable, as a result of adopting the following standards:

U IFRS 9 Financial Instruments, and

° IFRS 15 Revenue from Contracts with Customers.

The impact of the adoption of these standards and the
new accounting policies are disclosed in note 3 below. The
other standards did not have any impact on the Group’s
accounting policies and did not require retrospective
adjustments.

Impact of standards issued but not yet applied by the
Group

()  IFRS 16 Leases

Nature of change

IFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the balance
sheet, as the distinction between operating and finance
leases is removed. Under the new standard, an asset
(the right to use the leased item) and a financial liability
to pay rentals are recognised. The only exceptions are
short-term and low-value leases.

The accounting for lessors will not significantly change.

2. HEWNEEE)
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Notes to the Condensed Consolidated Interim Financial Information

R AR S A B IS B R

2.

46

BASIS OF PREPARATION (Cont’a)

Impact of standards issued but not yet applied by the
Group (Cont’d)

IFRS 16 Leases (Cont’d)

Impact

The standard will affect primarily the accounting for
the Group’s operating leases. As at the reporting
date, the Group has non-cancellable operating lease
commitments of RMB 4,929,000. However, the
Group has not yet determined to what extent these
commitments will result in the recognition of an asset
and a liability for future payments and how this will
affect the Group’s profit and classification of cash
flows.

Some of the commitments may be covered by the
exception for short-term and low-value leases and
some commitments may relate to arrangements that
will not qualify as leases under IFRS 16.

The standard is mandatory for first interim periods
within annual reporting periods beginning on or after 1
January 2019. The Group does not intend to adopt the
standard before its effective date.

Yihai International Holding Ltd.
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Notes to the Condensed Consolidated Interim Financial Information

A BRAR S AR B R RE

CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of IFRS 9 Financial
Instruments and IFRS 15 Revenue from Contracts with Customers
on the Group’s condensed consolidated interim financial
information and also discloses the new accounting policies that
have been applied from 1 January 2018, where they are different
to those applied in prior periods.

(a)

Impact on the financial statements

IFRS 9 was generally adopted without restating comparative
information with the exception of certain aspects of hedge
accounting. The Group used modified retrospective
approach while adopting IFRS 9. The reclassification and
adjustments are therefore not reflected in the balance sheet
as at 31 December 2017, but are recognised in the opening
balance sheet on 1 January 2018.

The Group has adopted IFRS 15 using the modified
retrospective approach and has not restated comparatives
for the 2017 financial year.

The following tables show the adjustments recognised for
each individual line item. Line items that were not affected
by the changes have not been included. As a result, the sub-
totals and totals disclosed cannot be recalculated from the
numbers provided. The adjustments are explained in more
detail by standard below.
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CHANGES IN ACCOUNTING POLICIES (Cont’d) BRIBREH (F)
(a) Impact on the financial statements (Cont’d) (a) HEIKBMROTE(E)
31 Dec 2017 1 January
As originally 2018
presented IFRS 9 IFRS 15 Restated
2017%  (EIBREAH (BRI 2018 &
12A31H REER)  HREEA) 1818
RIFEEZ5 %95 % 155% BE 5
RMB’ 000 RMB’ 000 RMB’000 RMB’ 000
Balance sheet (extract) ZEE&GEBERGEE) AR®TT AR®BTRT AR®%Trt AR®Tx
Current assets RBEE
Other current assets HitReE&EE = = 72,402 72,402
Prepayments and EERERE M
other receivables FEUTFXIR 76,670 (4,268) (72,402) =
Other financial assets RBHERATER
at amortised cost HihEp&EE = 4,268 = 4,268
Total assets BEBE 1,806,691 = = 1,806,691
Current liabilities nEas
Other payables and HiEMRRER
accruals FEst& A 115,033 = (30,823) 84,210
Contract liabilities AHEaR = = 30,823 30,823
Total liabilities BEE%HE 300,882 — — 300,882
Net assets FEE 1,505,809 = = 1,505,809
Total equity W RABRER 1,505,809 = = 1,505,809

Yihai International Holding Ltd.
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3. CHANGES IN ACCOUNTING POLICIES (Cont’d)

(b)

IFRS 9 Financial Instruments - Impact of adoption

IFRS 9 replaces the provisions of IAS 39 that relate to the
recognition, classification and measurement of financial
assets and financial liabilities, derecognition of financial
instruments, impairment of financial assets and hedge
accounting.

The adoption of IFRS 9 Financial Instruments from 1 January
2018 had no impact on the classification and measurement
of the financial assets held by the Group. The new
accounting policies are set out in note 3(c) below.

(0

Impairment of financial assets

The Group has two types of financial assets that are
subject to IFRS 9’s new expected credit loss model.

e trade receivables , and

° other financial assets at amortised cost

The Group was required to revise its impairment
methodology under IFRS 9 for each of these classes of
assets. The impact of the change in methodology in the
Group’s retained earnings and equity was immaterial.

While cash and cash equivalents are also subject to
the impairment requirements of IFRS 9, the identified
impairment loss was immaterial.

3. EFBIREE(E)

(b)

(B BEHREERDFEIRE
BT A -RANEE
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ENDERTELETE-
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CHANGES IN ACCOUNTING POLICIES (Cont’d)

(b) IFRS 9 Financial Instruments - Impact of adoption
(Cont’d)

()

Impairment of financial assets (Cont’d)

Trade receivables

The Group applies the IFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables.

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

On that basis, there was no significant increase in
the loss allowance for trade receivables which will be
adjusted to the beginning balance of retained earnings
in 2018.

Trade receivables are written off when there is no
reasonable expectation of recovery. Indicators that
there is no reasonable expectation of recovery include,
amongst others, the failure of a debtor to engage in a
repayment plan with the Group, and a failure to make
contractual payments.

Other financial assets at amortised cost

Other financial assets at amortised cost include loans
to management personnel and other receivables.
Applying the expected credit risk model, no significant
increase in the loss allowance in the six months ended
30 June 2018.

Yihai International Holding Ltd.
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3. CHANGES IN ACCOUNTING POLICIES (Cont’d)

(c) IFRS 9 Financial Instruments — Accounting policies
applied from 1 January 2018

Investments and other financial assets
Classification

From 1 January 2018, the Group classifies its financial
assets in the following measurement categories:

e those to be measured subsequently at fair value
(either through OCI, or through profit or loss), and

e those to be measured at amortised cost.

The classification depends on the Group’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held
for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial
recognition to account for the equity investment at fair
value through other comprehensive income (“FVOCI”).

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (“FVPL”),
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit
or loss.

3. EFBIREE(E)

(c)
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CHANGES IN ACCOUNTING POLICIES (Cont’d)

(c) IFRS 9 Financial Instruments — Accounting policies
applied from 1 January 2018 (Cont’d)

(0

Investments and other financial assets (Cont’d)

Measurement (Cont’d)

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

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value gains
and losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition
of the investment. Dividends from such investments
continue to be recognised in profit or loss as other
income when the Group’s right to receive payments is
established.

Changes in the fair value of financial assets at FVPL are
recognised in other income gains-net in the statement
of comprehensive income as applicable. Impairment
losses (and reversal of impairment losses) on equity
investments measured at FVOCI are not reported
separately from other changes in fair value.

Yihai International Holding Ltd.
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3. CHANGES IN ACCOUNTING POLICIES (Cont’d)

(c) IFRS 9 Financial Instruments — Accounting policies
applied from 1 January 2018 (Cont’d)

(0

Investments and other financial assets (Cont’d)

Impairment

From 1 January 2018, the Group assesses on a forward
looking basis the expected credit losses associated
with its debt instruments carried at amortised cost and
FVOCI. The impairment methodology applied depends
on whether there has been a significant increase in
credit risk.

For trade receivables, the Group applies the simplified
approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial
recognition of the receivables.

3. EFBIKREE(E)

(c)
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CHANGES IN ACCOUNTING POLICIES (Cont’d) 3. EFBUREH(E)
(d) IFRS 15 Revenue from Contracts with Customers - (d) (EIBRHKHREEAIFE155H
Impact of adoption EEAHWA - RMH e
The Group has adopted IFRS 15 Revenue from Contracts AEBE2018F1 A1 HERS
with Customers from 1 January 2018 which resulted in RME YT BER 2B M(EH
changes in accounting policies. In accordance with the BRI EERADFE15HEF
transition provisions in IFRS 15, the Group has adopted BN o R IECEBR B3R
the new rules using the modified retrospective approach. HERINFE 155 HBIEMR
In summary, the following adjustments were made to the A B ISR B AR N %
amounts recognised in the balance sheet at the date of initial eI - BmMEZ ) UTA
application (1 January 2018): RAXERBHE(20185F1A
1A EEEEBERPERN
SREFTEL AR ¢
IAS 18 IFRS 15
carrying carrying
amount Reclassi- amount
31 Dec 2017 fication 1 Jan 2018
CBIFREA 5
(G S i =) R
#1857 $F 155
REEH REEH
2017 4 2018
12A31H BESE 1A1H
Note RMB’ 000 RMB’ 000 RMB’ 000
MizE ARBT T AR¥T T AR¥T T
Current assets MEEE
Prepayments and FARIER HA
other receivables e IR (i) 76,670 (72,402) 4,268
Other current assets HitRE&EE @i) — 72,402 72,402
Current Liabilities mBaK
Contract liabilities BHasE (i) — 30,823 30,823
Other payables and Htt IR
accruals FESTE A (i) 115,033 (30,823) 84,210

Yihai International Holding Ltd.
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3. CHANGES IN ACCOUNTING POLICIES (Cont’d)

(d)

IFRS 15 Revenue from Contracts with Customers -
Impact of adoption (Cont’d)

There was no impact of the change in methodology in the
Group’s retained earnings as at 1 January 2018.

() Presentation of assets and liabilities related to
contracts with customers

The Group has voluntarily changed the presentation
of certain amounts in the balance sheet to reflect the
terminology of IFRS 15 and IFRS 9:

e  Contract liabilities in relation to contracts were
previously included in other payables and
accruals.

e Other receivables and prepayments were
previously presented together with prepayments
and other receivables but are now presented
as other financial assets at amortised cost
(other receivables) and other current assets
(prepayments) in the balance sheet, to reflect their
different nature.

3. EFBIKREE(E)

(d)

(BB B R 5 2RI ) 1557
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CHANGES IN ACCOUNTING POLICIES (Cont’d)

(e) IFRS 15 Revenue from Contracts with Customers -
Accounting policies

(0

Sale of goods

The Group manufactures and sells a range of hot
pot soup flavouring products, hot pot dipping sauce
products, Chinese-style compound condiment
products, and self-serving small hot-pot products
to customers including hot pot restaurants and
wholesalers. Sales are recognised when control of the
producers has transferred, being when the products
are delivered to the customers and there is no
unfulfilled obligation that could affect the customer’s
acceptance of the products. Revenue is adjusted for
the value of sales discount and rebates. Delivery occurs
when the products have been shipped to the specified
location, the risks of obsolescence and loss have been
transferred to the customers, and either the customers
have accepted the products in accordance with the
sales contracts, or the Group has objective evidence
that all criteria for acceptance have been satisfied.

ESTIMATES

The preparation of the condensed consolidated interim financial

information requires management to make judgements, estimates
and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing the condensed consolidated interim financial
information, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
December 2017.

Yihai International Holding Ltd.
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REVENUE AND SEGMENT INFORMATION

Management determines the operating segments based on
the reports reviewed by the chief operating decision-makers
(“CODM?”) that are used to make strategic decisions. The Group’s
revenue, expenses, assets, liabilities and capital expenditure are
primarily attributable to the manufacture and sales of hot pot soup
flavouring products, hot pot dipping sauce products, Chinese-
style compound condiment products, and self-serving small hot-
pot products to external customers, which are considered as one
segment. The Group’s principal market is the PRC and its sales
to overseas customers contributed to less than 5% of the total
revenues. Accordingly, no geographical information is presented.

A BRAR S AR B R RE

WA RS ERE R
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REVENUE AND SEGMENT INFORMATION (Cont’d)

Breakdown of revenue by product category is as follows:

WANRSEER (E)
BERRIEDHWABHANT :

Unaudited
KRBE
Half-year
FEE
2018 2017
2018 4 2017 &
RMB’ 000 RMB’ 000
AR®F T ARETT
Revenue YN
Hot pot soup flavouring products NIBERIE R
- Related parties — EA 523,340 421,995
— Third parties =EI= 206,426 114,183
Subtotal NET 729,766 536,178
Hot pot dipping sauce products NIBFERIE R
- Related Parties — EA 67 216
— Third Parties -%= 39,227 24,333
Subtotal hat 39,294 24,549
Chinese-style compound
condiment products FREEFARM
- Related parties — %A 12,180 12,157
— Third parties —$=x 110,192 54,138
Subtotal hat 122,372 66,295
Self-serving small hot-pot products BinEVN K BE R
- Related parties — @A 3,231 -
— Third parties —%=5 104,457 =
Subtotal /INET 107,688 —
Others HAth
- Related parties — BB 1,222 324
— Third parties —5%= 3,610 3,529
Subtotal /INET 4,832 3,853
Total st 1,003,952 630,875

Revenue from sales attributable to related parties accounted for
53.8% and 68.9% of the total revenue for the six months ended

30 June 2018 and 2017 respectively.

Yihai International Holding Ltd.
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PROPERTY, PLANT AND EQUIPMENT 6. W% BWBEER
Unaudited
KREEEZ
2018 2017
2018 £ 2017 4
RMB’ 000 RMB’ 000
AR®ETT AR®ETT
Half-year ended 30 June BHEZ6H30H1L¥4E
Opening net book amount %12 A 31 HH VIR EFE
as at 31 December 180,088 116,141
Additions nE 64,944 11,271
Disposals HE (3,400) (577)
Depreciation charge TEEHR (15,278) (6,744)
Closing net book amount
as at 30 June 6 A 30 BRIEAARREFE 226,354 120,091
At 30 June w6 H30H
Cost 2% 316,611 166,435
Accumulated depreciation Z5HiE (90,257) (46,344)
Net book amount BREFE 226,354 120,091

2018 Interim Report 59



Notes to the Condensed Consolidated Interim Financial Information

R AR S A B IS B R

60

LAND USE RIGHTS & shufE
Unaudited
KRR
2018 2017
2018 2017 &
RMB’ 000 RMB’ 000
AR®F T AR#ET T
Half-year ended 30 June BHEZ6H30H1E ¥4
Opening net book amount w12 A31 HHEMEREFE
as at 31 December 35,152 31,738
Additions NE = 4,188
Amortisation charge HiHE A (488) (376)
Closing net book amount as at 30 June 7% 6 A 30 HHHARERH/FE 34,664 35,550
At 30 June 7n6H30H
Cost 2% 37,429 37,430
Accumulated amortisation Rt (2,765) (1,880)
Net book amount BREFE 34,664 35,550

Land use rights represent the net book amount of prepaid
operating lease payment. All the land use rights of the Group are
located in the PRC and are held on leases from 46 to 50 years.

T fE AR RAEERENRD
REFRE - ARER 2L BeEH
B RBE - Ji#%46 250 F
B8

INTANGIBLE ASSETS mEEE
Unaudited
KRB EZ
2018 2017
2018 5 2017 £
RMB’ 000 RMB’ 000
AR®TT AR®TT
Half-year ended 30 June B EZ6A30HILFE
Opening net book amount %12 A 31 HWHYIRREFE
as at 31 December 5,182 2,803
Additions NE 406 706
Amortisation charge #iEEH (548) (390)
Closing net book amount 76 A 30 HEYH R AR EFE
as at 30 June 5,040 3,119
At 30 June w6 H30H
Cost DN 6,873 3,944
Accumulated amortisation ESE: | (1,833) (825)
Net book amount BREFE 5,040 3,119

Yihai International Holding Ltd.
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FAIR VALUE MEASUREMENT OF FINANCIAL 9. E&RIEMAFEFE
INSTRUMENTS
This note provides an update on the judgements and estimates A FRMEAREE L —FE0K
made by the Group in determining the fair values of the financial WMEURNREESRIANAFE
instruments since the last annual financial report. RHEH BT R ENRITER -
(a) Fair value hierarchy (@) 2FEEHR
To provide an indication about the reliability of the inputs ABEEBELAFEMARAZ
used in determining fair value, the Group classifies its BWAERERERE  ~EER
financial instruments into the three levels prescribed under BEtEABHEERMTIAES A
the accounting standards. An explanation of each level =8 - SBRMHBWT R
follows underneath the table. TR °
The following table presents the Group’s financial assets TRZVNAEER201856
measured and recognised at fair value at 30 June 2018 and H30H K2017%12831H
31 December 2017 on a recurring basis: RERNTEFEREZNS
REE :
Level 1 Level 2 Level 3 Total
At 30 June 2018 201846 A30 B 25— - %=E st
RMB’ 000 RMB’000 RMB’000 RMB’000
AR®TT AR®TT N S N S
Financial assets SHEE
Financial assets at fair RAVES ABRR
value through profit (BDFE
or loss (FVPL) FABR)NEREE
_ Designated () ~E52) - - 33,083 33,083
- Listed equity securities ~ — ERAZES 12,000 = = 12,000
Total financial assets SHEERE 12,000 = 33,083 45,083
Level 1 Level 2 Level 3 Total
At 31 December 2017  #2017512A31H F-E F_E F=E st
RMB’000 RMB’000 RMB’000 RMB’000
ARBET T ARBET T ARBT ARBTR
Financial assets SREE
Financial assets at fair BAVES ABR
value through profit (BRDFEFA
or loss (FVPL) BR)NEREE
- Designated (i) —187E () = = 32,671 32,671
Total financial assets ~ £RZEHE - = 32,671 32,671

() Balance represented treasury products issued by
an unlisted company with guaranteed principal and
expected rate of return. Such assets are denominated
in US$, with maturity date in September 2018, and are
designated as financial assets are fair value through
profit or loss.

() BRAFESFABRZNE
MEE  RFELHAT
BRITNREAEBHEETE
BB ERENERM -
ZEMNUETIE " 2
HIR&2018%9A8 -
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FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont’d)

(a)

Fair value hierarchy (Cont’d)

The Group analyses the financial instruments carried at fair
value, by valuation method. The different level have been
defined as follow:

Level 1:

Level 2:

Level 3:

The fair value of financial instruments traded
in active markets (such as publicly traded
derivatives, and trading and available-for-sale
securities) is based on quoted (unadjusted)
market prices at the end of the reporting period.
The quoted marked price used for financial assets
held by the Group is the current bid price. These
instruments are included in level 1.

The fair value of financial instruments that are not
traded in an active market (for example, over-the—
counter derivatives) is determined using valuation
techniques. These valuation techniques maximise
the use of observable market data where it is
available and rely as little as possible on entity
specific estimates. If all significant inputs required
to fair value an instrument are observable, the
instrument is included in level 2.

If one or more of the significant inputs is not
based on observable market data, the instrument
is included in level 3. This is the case for unlisted
equity securities.

Yihai International Holding Ltd.
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9. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont’d)

(b) Valuation techniques used to determine fair values

(c)

Specific valuation techniques used to value financial
instruments include:

o The use of quoted market prices or dealer quotes for
similar instruments.

o The fair value of the remaining financial instruments is
determined using discounted cash flow analysis.

Fair value measurements using significant unobservable
inputs (level 3)

The following table presents the changes in level 3
instruments for the half-year ended 30 June 2018:

9. EMIAMAFEFEE)

(b)

(c)

EE N TERANGERE

AL ST BT B EMGE
RilreeE

EAREEMITAND
SHREIRZHRE -
ERBRRSRES N
MR ESMIANAT
{EO

EREXTAHREEANHIR
(BZB ML TEFE

TRE5EZ20185F6 A 30
ALt¥EEE=EIAENSE

B :

Financial
assets at fair
value through
profit or loss

A TEEA
BEMEMEE
RMB’ 000
AR®ETR
Opening balance 31 December 2017 R 2017 £ 12 B 31 HEYHAM & 84 32,671
Change in fair value (i) NEEH () 412
Closing balance 30 June 2018 #2018 £ 6 A 30 HHYHA R 45 8% 33,083
()  During the period ended 30 June 2018, RMB 412,000 () MNEE2018F6H30H
represented changes in fair values of financial assets LIEHAR - AR¥5 412,000
at fair value through profit or loss are was recorded in st rmkERAE

the consolidated statements of comprehensive income
within ‘Other incomes and gains -net’ (2017: Nil).

B A K W s — 588 AR
RERMVIE A FERT AR
ENEMEENAFE
BE(017F 1 F) -
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10. TRADE RECEIVABLES

64

10. B ZEWRIA

Unaudited Audited

30 June 31 December

2018 2017

2018 % 2017 F

6 A30H 128 31H

RMB’ 000 RMB’ 000

AR¥ET T ARET T

Third parties = 19,483 21,352
Related parties (Note 21(d)) B 5 (F¥EE21(d)) 121,365 110,107
Subtotal N 140,848 131,459
Less: provision for impairment ORI ERE () 2
Trade receivables — net B 5 ENFIE — EEE 140,846 131,457

(@ The majority of the Group’s third party sales are conducted
through receiving advances from customers before
delivering the goods to customers, with only few customers
are granted with credit periods ranging from 30 to 60 days.
The related party customers of the Group are granted with
30 days credit period. Ageing analysis based on recognition
date of the gross trade receivables at the respective balance
sheet dates is as follows:

(a) AEEHE=FHEEKRIED L
BEERFEYRINEE F 2
R FRET > EFEELH
EFERHNFI0ZE60KH
88 - AEENBEBAIEF
ERHIOXNEER - BB
HME S EWRENER B R
BEEANRRITOT ¢

Unaudited Audited

30 June 31 December

2018 2017

2018 % 2017 F

6 A30H 12H31H

RMB’000 RMB’ 000

AR®ET T ARBTT

Within 3 months 3EA R 140,846 131,457

Yihai International Holding Ltd.
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SHARE CAPITAL 11. BBAE
2018 2017 2018 2017
2018 20175 2018 2017
Shares Shares US$’ 000 US$’000
B FE7 £7
Ordinary shares of % 0.00001 E 7T
US$0.00001 each EZER
- Authorised on 1 January 2017, —ER2017F1818
31 December 2017 and 2017 12A31BK
30 June 2018 20186 A30H 5,000,000,000 5,000,000,000 50,000 50,000
Issued and fully paid ordinary shares: TER BRTRHAE
Nominal Equivalent
Number value nominal value
of ordinary of ordinary of ordinary
shares shares shares
L@
LiEREE LEBEE SEEE
US$ RMB’ 000
£t AR®FT
On 1 January 2017, W2017¥E1/81H
31 December 2017 2017 %£12A31HE
and 30 June 2018 2018 %6 H30H 1,046,900,000 10,469 68

2018 Interim Report 65



Notes to the Condensed Consolidated Interim Financial Information

R AR S A B IS B R

12.

66

TRADE PAYABLES

Trade payables mainly arose from the purchase of materials. The
credit terms of trade payables granted by the vendors are usually
30 to 90 days. At 30 June 2018 and 31 December 2017, the
ageing analysis of the trade payables based on receipt date of the
goods were are follows:

12. ESEMNZE

BEZENREIRZRABERM
e BARENESBIREREE
B % R0EWOX - R20185F6
A30H K2017%12A31H &
RIE B # AV E 5 B A TR MR 2
W

Unaudited Audited

KRBEZ BEZ

30 June 31 December

2018 2017

2018 4 2017 &

6 A30H 128 31H

RMB’000 RMB’ 000

AR¥TT ARET T

Within 3 months 3B R 86,901 134,084
3 to 6 months 3B Z=6EA 22,479 1,582
6 months to 1 year 6EAZE1E 464 916
Total Hab 109,844 136,582

Yihai International Holding Ltd.
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13. EXPENSES BY NATURE 13. EMEHITHRX
Expenses included in cost of sales, distribution expenses and STASERA - LHEFEAZRITHE
administrative expenses are analysed as follows: XWX AT
Unaudited
Half-year
REEZ
FEE
2018 2017
20184 2017 £
RMB’ 000 RMB’ 000
ARBT T ARBT
Cost of inventories recognised as cost R EBE EEY KA
of goods sold FERHA 565,008 366,423
Employee benefit expenses EERFIREX 103,980 76,254
Transportation and related charges EmRERRE 24,279 11,750
Depreciation of property, M  BERZETE
plant and equipment (Note 6) (Ff&E6) 15,278 6,744
Advertising and other BEERHEMEHER
marketing expenses 13,844 17,499
Utilities X BRURRER 10,212 6,109
Warehouse expenses EREA 9,384 4,163
Taxes and surcharges HIa e Hme 9,236 6,206
Rental expenses HERX 7,832 6,160
Technical supporting fees, professional X EEH - EXEAK
fees and other services fees HiRi&E B 6,566 3,093
Travel and entertainment expenses ERRIBEE 5,712 4,061
Maintenance HE 2,797 3,150
Auditor’s remuneration A GEEY) 680 600
Amortisation of intangible B EEEH
assets (Note 8) (MizE8) 548 390
Amortisation of land use rights (Note 7)  + b/ FARE#SH (FizE7) 488 376
Write down of inventories FE MO 24 67
Other expenses Hbpx 8,249 3,758
Total HaE 784,117 516,803
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14. OTHER INCOMES AND GAINS-NET

14, H N\ BRI EFH

Unaudited
Half-year
KREBEZ
FEE
2018 2017
2018 % 2017 %
RMB’000 RMB’ 000
ARBTFT ARETT
Government grant BT B 20,835 10,888
Investment income from financial assets € @& EREWA 3,939 1,891
Sales of scrap materials RERHEE 956 454
Change in fair value of financial RATETTABRN
assets at fair value through TREENAFEEZY
profit or loss 412 —
Losses on disposal of property, BEVE - BER
plant and equipment HRIENEE (67) (238)
Others Hih 663 177
Total st 26,738 13,172
15. FINANCE INCOME/(EXPENSES) - NET 15. BEWN (BH)FHE
Unaudited
Half-year
KREEZ
FEE
2018 2017
2018 % 2017 &
RMB’000 RMB’ 000
AR®TR ARBT T
Finance Income B/ ON
- Foreign exchange gains - net — SNEW A TR 4,038 —
— Interest income —REWA 4,329 1,515
Finance Expenses ALE X H
- Foreign exchange losses - net — INEESIBIFRE S (23,788)
Finance income/(expenses) - net BEWA () FEEE 8,367 (22,273)
(@ During the six months ended 30 June 2018 and 2017,the (@) BEE2018F K% 201746 A 30

foreign exchange gains/(losses) were mainly arising from the
fluctuations of the exchange rates of HK$ and US$ to RMB.

BIEXEA - PEKRA (B
BITEELANBIRET
AARBEZRKE -
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INCOME TAX EXPENSE

16. FIBHiRAX

Unaudited
Half-year
KREBE
FEE
2018 2017
2018 2017 F
RMB’ 000 RMB’ 000
AR#ETFT AR¥T T
Current income tax BNHA TS %L 65,724 33,097
Deferred income tax IEIEFTISH (610) 1,681
Income tax expense B 65,114 34,778
(a) Cayman Islands income tax (a) BISEEMEH

(b)

(c)

The Company was incorporated in Cayman Islands as
an exempted company with limited liability under the
Companies Law of Cayman Islands and, accordingly, is
exempted from payment of local income tax.

Hong Kong income tax

Hong Kong profits tax has not been provided as there are no
estimated assessable profits arising in or derived from Hong
Kong during the six months ended 30 June 2018.

PRC Corporate Income Tax (“CIT”)

The income tax provision of the Group in respect of
operations in the PRC has been calculated at the tax rate of
25% on the estimated assessable profits for the six months
ended 30 June 2018 and 2017, based on the existing
legislation, interpretations and practices in respect thereof.

(b)

(c)

RAFRBEASHSAEER
FEHSEMELAERRE
REEAR  WERRANE
Ho FriSH ©

ERANEH
HAEZ2018FE6 300 Lt
NMER  RABAKREERBE
A B BREVL ETRE SRR R -
WHBEMSEBREH -

TEEXMERITEEME
B )

AEBEERBBITEL - 2
BREBEEBENNREZ2018 %
2017E 6 A30 8 <18 A 7

RETEH P ERBR T EHER
&
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16.

INCOME TAX EXPENSE (Cont’d)

(d)

PRC withholding tax (“WHT”)

According the applicable PRC tax regulations, dividends
distributed by a company established in the PRC to a foreign
investor with respect to profit derived after 1 January 2008
are generally subject to a 10% WHT. If a foreign investor
incorporated in Hong Kong meets the conditions and
requirements under the double taxation treaty arrangement
entered into between the PRC and Hong Kong, the relevant
withholding tax rate will be 5%.

According to a shareholder’s resolution of the immediate
holding company of the PRC subsidiaries of the Group
dated 30 June 2018, the retained earnings of the Group’s
subsidiaries incorporated in the PRC as at 30 June 2018 will
not be distributed in the foreseeable future. As a result, no
deferred tax liability was recognised.

17. EARNINGS PER SHARE

70

(a)

Basic

Basic earnings per share is calculated by dividing the profit
of the Group attributable to the owners of the Company by
the weighted average number of ordinary shares in issue
during the six months ended 30 June 2018.

16. FTiSHiR 2 (&)

(d) FREFEMBL( AN

REERNHEBBER
TR FR B AR A2 B9 A B) 512008
1A 1B 2 REREAY SR 15
IMREEDIKRE —REB M
10% B TR « fisl & 1R SR
BEENEBEMAL - XHFE
PEEF B LNERB R L
PR T R R RE - RIAEES
FRIMBHRER5% e

BREAEETEHBEATIN
BEEZEKRAT A AE2018F

6 A30H IR R IR

s 2m
mxR R

201856 H30 B A EBEMN T
B 5 170 A S RO B B 2 B VAR B8
BRI ZAR BRRDIK

it > WEE
E o
17. SRE
(@ EX

EFERIER

HZ2018%6 H30H 1L/~ 1&
B BREXRBFIZAQGE
BAEGEREEERBRUEAR
BB {TZER AT I

E_ o
Unaudited
Half-year
KREEEZ
FEE
2018 2017
2018 % 2017 &
Profit attributable to owners RABER ABADREF]
of the Company (RMB’ 000) (AR®FT) 184,584 70,193
Weighted average number of 2RTEBRNMET TR
ordinary shares in (FA%)
issue (thousands) 969,680 969,680
Basic earnings per share BRERBI(ARED)
(RMB cents) 19.04 7.24
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17. EARNINGS PER SHARE (Cont’d)

(b)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The restricted shares granted and assumed vested
(“Restricted Shares”) are the only dilutive potential ordinary
shares as at 30 June 2017 and 2018.

A BRAR S AR B R RE

17. BREN(E)

(b) #E

SREERFIERBSEME
BrE#EEERHECER  #
MARCSBRTEERMEE
HEEESE - R2017FE R
20186 H30H ' EFEH K
B FBHZREIR M ([ZR
HRD ) B — N BEEEL

mg -
Unaudited
Half-year
RIEEZ
FEE
2018 2017
2018 % 2017
Earnings- BF|
Profit attributable to owners RATER ABALREF]
of the Company (RMB’ 000) (AR®TT) 184,584 70,193
Weighted average number of AR ESRELRBRTN
ordinary shares in issue for basic B 2{TEER
earnings per share (thousands) IREFIE(TR) 969,680 969,680
Adjustments for: BMUTRIEELAR
- Restricted Shares granted and —ERHEBRREE
assumed vested (thousands) ZER &I (FAR) 8,021 2,838
Weighted average number of ARAESREERNN
ordinary shares for diluted EERMEFEE(TR)
earnings per share (thousands) 977,701 972,518
Diluted earnings per share BREERAN(ARE D)
(RMB cents) 18.88 7.22
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18.

19.

20.

72

DIVIDENDS

The total dividends paid in 2018 amounted to RMB48,291,000 or
RMB4.9822 cents per share (2017: RMB36,642,000), netting the
dividend of RMB3,867,000 (2017: RMB2,646,000) to the shares
held for Restricted Share Award Scheme.

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any contingent
liabilities.

COMMITMENTS AND OTHER EVENTS AND TRANSACTIONS

(@) Capital commitments

The Group’s material capital commitments as at 30 June
2018 and 31 December 2017 are as follow:

18.

19.

20.

2

MR2018 FX MR EBEEARYE
48,291,000 st =X B IR A R #54.0822
2(2017%F : A K #36,642,000
JC) 0 BR PR 1 BR 0 2 B 5 &l
BE R X4 A K¥3,867,000 T
(2017 % : AR¥2,646,0007T) °

2018630 » "EFHI &
HAREE -

REREMEHRZ S

(@) BEAEE

AEBMMN2018F6 308 K
2017512831 BWEKRER
AR

Unaudited Audited

KRBEZ KEZ

30 June 31 December

2018 2017

2018 4 2017 &

6 H30H 12H31H

RMB’ 000 RMB’ 000

ARETT ARBTT

Property, plant and equipment M - BERRE 12,799 40,186
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20. COMMITMENTS AND OTHER EVENTS AND TRANSACTIONS
(Cont’d)

(b) Operating lease commitments

The Group leases various offices and warehouses under
non-cancellable operating lease agreements. The future
minimum lease payables under non-cancellable operating
leases contracted for at the balance sheet dates but not
recognised as liabilities, are as follows:

20. AEREMEHRR S (E)

(b)

HEHERE

AEERBEAUTRHESEAE
BREEZEPRAERBE
REESBRBABETHER
WER BB BN T THEEE
HETHRRREBEERT
BT -

Unaudited Audited

KBEZ BEZ

30 June 31 December

2018 2017

2018 % 2017 F

6 A30H 12H31H

RMB’ 000 RMB’ 000

AR®TT ARET T

Within 1 year —F R 2,850 4,416
Between 1 to 5 years —ZE2HEH 2,079 2,455
4,929 6,871
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21.

74

SIGNIFICANT RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operation decisions. Parties are also considered to be
related if they are subject to common control. Members of key
management and their close family member of the Group are also
considered as related parties.

Save as disclosed elsewhere in this interim financial information,
the Group has the following related transactions, and they were
carried out in the ordinary course of the Group’s business and
were determined based on mutually agreed terms.

Name and relationship with related parties:

Names of the related parties

BBt 77 2

21.

EXHBARZS

E-ARRIEESBEENS -
75 RAEAE R 3 R A R BT R
HE-—FITREERZEN  BIWA
REBT - WESETZHEE
B BN IR BB - AREH
FTEEERASRKENIRITK
RREET -
BRAEI B E R H B0 AT R
B NEBEBRUTHBALIRS -
ZERGIIRAEE - REKBRE
ST WER BB E N RRE
Fo

BN B T BAIR ¢

Nature of relationship

BFIEE

Sichuan Haidilao and its subsidiaries (“Sichuan Haidilao Group”)

m)IgEEREWB LR TIIEEEEE )
HAI DI LAO HOLDINGS PTE. LTD. and its subsidiaries
(“Singapore Haidilao Group”)

HAI DI LAO HOLDINGS PTE. LTD. R Ef B A 7 ([ $ i EEHEER )

Shuhai (Beijing) Supply Chain Management Co., Ltd.
(“Shuhai Supply Chain”)

FE(GAR)HESEEEAREE AR HEMtEE])

Youdingyou (Beijing) Food Ltd. (“Youdingyou”)

LtRELREEREEEARARIERIE]D

Sichuan Haidilao Group and Singapore Haidilao Group are
collectively referred to as “Haidilao Group”.

All the transaction with related parties were conducted in
accordance with the terms of contracts entered into between the
Group and the related parties.

Yihai International Holding Ltd.

Companies beneficially owned
by the Ultimate Shareholders
HEARREGEENLA
Company beneficially owned
by the Ultimate Shareholders
HBEARREDEENAA
Companies beneficially owned
by the Ultimate Shareholders
HEARREGEENLA
Companies beneficially owned
by the Ultimate Shareholders
HBEARREDEENAA

79 )11 s 455 5 18 2 ¥ D3R8 IR 455 5=
BEsnEsl BEEEE] -
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21. SIGNIFICANT RELATED PARTY TRANSACTIONS (Cont’d) 21. EXMBHA RS (&)
(a) Sales of goods (a) SHEE®R
Unaudited
Half-year
KBEZ
FEE
2018 2017
2018 4 2017 &
RMB’000 RMB’ 000
AR®TT ARET T
Sales of goods to related parties BB S HEE @ 540,040 434,692
(b) Warehouse and rental expenses b)) EERESEX
Unaudited
Half-year
KBEZ
EEE
2018 2017
2018 4 2017 &
RMB’ 000 RMB’ 000
AR¥TT ARBT T
Warehouse and rental expenses & ERiEEH X
Warehouse expenses BERX 2,773 2,395
Rental expense Hemx 1,691 1,435
Total HaE 4,464 3,830
(c) Key management compensation (c) XEEBEFHMH
Unaudited
Half-year
KRBEZ
FEE
2018 2017
2018 4 2017 &
RMB’000 RMB’ 000
AR¥F T ARBT T

Salaries, allowance and
other benefits e BB R EHAER 3,620 3,388
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21.

76

(d)

SIGNIFICANT RELATED PARTY TRANSACTIONS (Cont’d) 21. EXHEBAX S (&)
Period/Year-end balances with related parties were as (d) EERFEESHVHAR “EREERW
follows: T

Unaudited Audited
30 June 31 December
2018 2017
2018 £ 2017 &
6 A30H 12H31H
RMB’ 000 RMB’ 000
AR®F T AR®T T
Assets BE
Trade receivables B ZEWFIE 121,365 110,107
Liabilities af
Other payables H{th fEA{S 58 727 258
Free trademark license agreement (e) ZEBEHFTIHE

(e)

On 1 December 2015, the Group entered into two trademark
license agreements with Sichuan Haidilao in respect of
certain trademarks which had been registered by the name
of Sichuan Haidilao in the PRC and certain trademarks which
are in the process of registration by Sichuan Haidilao in the
PRC (collectively, the “Trademark License Agreements”),
pursuant to which Sichuan Haidilao agreed to license such
trademarks for the Group to use in connection with the
Group’s operations on an exclusive and royalty-free basis
for a perpetual term commencing from 1 January 2007 to
the extent permissible under the Rules Governing the Listing
of Securities on The stock Exchange of Hong Kong Limited,
relevant laws and regulations

Yihai International Holding Ltd.

R2015F 12818 A&EE
B IEEERTIEREE
EHREUMN) I EES 2=
HE TEEMEEPEMNEG
MNE TEET LMD EE
FOHEGE EET TR
DBl mWIEEEEE
EBRRRISHEEHAEREE
HUAEBREEKEEFA
ZEEZ 520071818
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